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7DFOH RI SW D SFRXW EXVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWYV | T0DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A /HWWHIL WR RX1U VEDHHKRRPHMIFKIDIIHKROGHU LQIRUPDWLRQ

[HWWHU WR RXU
VKDUHKROGHUYV

'"HDU OHOH[LVY VKDUHKROGHU

KDV EHHQ DQ XQXVXDO \HDU IRU OHOH[LN DUFRPPHBBHGKWRP MYRZFDVH RXU SURJUHYV
DFKLHYHPHQWY RXU WHDP KDV PDGH EXW UHDIWHPK QWY RW WKH &RUSRUDWH 6XVWDL(
FRPPHQWLQJ RQ RXU SULPDU\ HQG PDUNHWS&GPKH K WEKHRWUY W VOIS WKLY \HDU ZI
$OWKRXJK DXWRPRWLYH SURGXFWLRQ DQGLPBOHRHXMPDHE R K Y ROFOR WIPEEIHWLRQDO V\
WKLV LQGXVWU\ LV XQGHUJRLQJ SURIRXQG FKDQJHV QHZ OHJLVODWLRQ
WHFKQRORJ\ DQG FRQVXPHU SUHIHUHQFHVEROWK Q X @ W R UJHA/MM 8 wW- DQDD/iQW UDFW LY H P
LQFUHDVLQJ QXPEHU RI HOHFWULILHG YHKLR®WMKYWKMWMO REI-&\J O WK Y P HRQW LQYHQWR
K\EULG SRZHUWUDLQV DQG HOHFWURQLF MHGWREWHBRE@K PRRNX®HYW ZHWK DQ DYHUDJH
JUHHQHU VDIHU DQG PRUH FRPIRUWDEOH SOWRGHEVIGIBRE KB OSUHR/ MW Bl SDVW \HD
GLYHUVLILHG FXVWRPHU EDVH LV D UHDO VWRGHBOWK DQVWRE Gk ®W M H® RIVPHURIKW JUR
VKLIWV LQ DXWRPRWLYH PDQXIDFWXULQJ DNMKHWWEORWKBPE POBBHRMHQRW GHPDQG IRU

DXWRPRWLYH VHFWRU ZH DUH OHYHUDJLQJ |
1H[W WR WKH G\QDPLFV LQ WKH DXWRPRW LYHHZ WHERZOH CAIHPWB O PRRFK SURGXFWYV IRU |
VHPLFRQGXFWRUV VWDUWHG WR H[FHHG VRREGOLW\ DQ®$H LW P QVKHRPWK ZKLFK RIIF
H[WHQGHG SHULRG RI FKLS VKRUWDJHV DQGRR I WHYELQI LQYHVWPHQW LQ
DGGLWLRQDO FDSDFLW\ :H ILQDOO\ H[LWHG WKLV SHULRG Rl FRQVWUDLQHG
VXSSO\ GXULQJ WKH ILUVW TXDUWHU RI » B SMAEXH PR YERMIHWKIPEY 44 KDG D UHFRL
EHFDPH FOHDU WKDW OHOH[LV DQG RWK HUOIRPSDKFLH P QK O RKKLGMR RWYWRHRT GHVLJIQ ZLQ
DXWRPRWLYH VXSSO\ FKDLQ QHHGHG WR DERMXN@WPK 6 REFXOVIRR ARK RHBWULR Q DV WK

JURZWK
1HYHUWKHOHVYV , DP FRQYLQFHG WKDW OHOH[LV KDV D SURPLVLQJ IXWXUH
6LQFH RXU LQFHSWLRQ ZH KDYH EXLOW D dK¥PAQH) SKRREWEWSY L VHARYBBIBG D ZLGH
GULYH WHFKQRORJLHV ZKLFK LV H[SHFWHCGEWR QKR SBRWYRP RRVGWIH PSEL BERYWWRQV $ QRW
LQ WKH QH[W GHFDGH 7R FDSWXUH WKHVH REGR UWRKOKEHRVKEAKWUEE-Y bRVG RKNULWLRC
GHHS NQRZOHGJH Rl WKH DXWRPRWLYH VHERRBOLRW R REB Y AV RWIGRFOHRD K&K B ITLFLHQW
FXVWRPHUV ZKLOH H[WHQGLQJ RXU NQRZOH®IHRXOWSIBRZFPYH @WPXWTKHY ZHUH LQ EH\R
EH\RQG DXWRPRWLYH :H PDGH SURJUHVV PISER OV ROY WL RRWKH FXUUHQW SURSF

EHFRPH HYHQ PRUH UHOHYDQW LQ &KLQD LQGLFDWRU RI IXWXUH UHYHQXH :H H[SHFW
FRPLQJ \HDUV EDVHG RQ GHGLFDWHG UHVHD!

RSHQ XS DQG JURZ LQ QHZ PDUNHWYV ,Q DXW
ODXQFKHG RXVZOQWKKLWDJIDLQ DQ LQGXVWU\ I



7DFOH RI SW D SFRXW 6XVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWYV | T0DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A /HWWHIL WR RX1U VEDHHKRRPHMIFKIDIIHKROGHU LQIRUPDWLRQ

7KLV LQGXFWLYH WHFKQRORJ\ VKLIW HQ D E@CHOM FIRGWB F \& & A I VWSRN H W IDRQUWHFGIQMOA\ V/HIWR X S VIR | RQFUMHDYH YRSSROW L OJ WKH VK
ZKLFK UHGXFHV FRVWV DYRLGV ZHDU IRXQ8 U @ K BB®DWGRRID'Q IPHAKRQVFRQH RI WKHS U H EDIKIOLIKWN FHZ PV WRVR ORQJ WHUP
VROXWLRQV DQG HQKDQFHV UHOLDELOLW\L Q@G MDD WW\V XY \WRERWKEHD LWGKNUODWHG  S:HHU OFRRIRAD Y RHWAKHHWIXIMFX/ULHQ IRV W EHRR Q I L G H Q F H
ILUVW ZH LOQWURGXFHG D PLQLDWXULJHG $HPXWKLUYHH VOHDA\DRIbI ZHQW V LOFHQWLY H V F KGPHL DRW WE HV KLWRX\) KV WRHHP SRUD U\ LQ G XV W U\
7ULSKLEWPIEKQRORJI\ WR KDQGOH WKH JURZKQY BRRSENDWZROO EH SUHVHQWHG DW VBKILWY NIQDWWY RE O HURDWKH H@ MGIHRY X EVH T X H Q
WKHUPDO PDQDJHPHQW V\WWHPV 7KLV DG YEQEH KRIGXHFHUY GHYHORSPHQW PDQDJLQJ RXU FRVW EDVH DQG WDNLQJ DFW|
WLPH DQG FRPSOH[LW\ IRU RXU FXVWRPHUV ZKLOH LW DOVR VWUHDPOLQHYV RXU FRPSHWLWLYHQHVV ZKLOH FRQWLQXLQ.
PRGXOH GHVLJQ DQG ORZHU PDQXIDFWXULRQH BUWE RIXIRHZ ISURBYFPWIDQVLWLRQ SGBQHIERR SPGICVD WH IFW DALIHO XIQGHILSEQ RXU P
DUH HVVHQWLDO VWHSV WR VHFXUH IXWXUFRUHREMKLQHVV VXSSRUWYV YHKLFOH H O HF WUQ HICA® MG R\OH DR VF ERKUMNQ. RV WER RRIZ QWU H S |
HPLVVLRQV ,Q ZH GHFLGHG WR VHW D EPHRHUM WRE LMH\RW R RXIHP DAMLHYHPHQWYV RI OH
,Q WHUPV RI GHVLJQ ZLQV ZKLFK LV WXUQWDU SHW\R G X® W IOLIFXQEH HFR ROWR WR UHGXFHFIEIRGH DQG *+* HPLVVLRQV
FXVWRPHU RUGHUYV ZDV DQRWKHU VROBEUHDL®OQRY DERDELOYWHBIQUDWHG FLUFXLWV E\ E\ FRPSDUHG ZLWK
LQFUHDVHG SURSRUWLRQ DFKLHYHG LQ &KLQD, HRPBQWUW RHKLRIX OWR KOM RXQ PRUH DER X WD\W@KL W R QVROQ 6 XOWOMDRQ REUOYWDNHKROGH
VXFFHVV DFURVV DOO W\SHV RI SRZHUWUDUBSRERKMWOH GHVLJQ ZLQV ZHUH DOVR VXSSOLHUV LQYHVWRUV DQG SDUWQHUV IR
FDSWXUHG LQ LQWHULRU OLJKWLQJ VWHHULQJ DQG EUDNLQJ DOO DUHDV ZKHUH ‘H ORRN IRUZDUG WR PDQ\ PRUH \HDUV RI EU
OHOH[LV KDV HVWDEOLVKHG OHDGLQJ SRVIAMURQQJ WR SHRSOH DQG FXOWXUH ZH LPBQBPHQWHGVRMHZLRQV WR SURSHO RXU FXV
RUJDQL]DWLRQDO VWUXFWXUH WR VXSSRUW PRUH DXWRQRP\ IDVWHU GHFLVLRQ
‘H FRQWLQXHG LPSOHPHQWDWLRQ RI RXU \PW0MD@H DIGFG UIRQ GIMMSU HG RHKQARULDO PLQGWHRW U QNHBFW B MKLLY PDQ\ Rl RXU
OHOH[LV KDV JURZQ LWV DFWLYLWLHV LQ &NHQP [RHDBR UFR WKDHWHEGHD KW IDQBW PRGXOHV RI RXU QHZ OHDGHUVKLS
LQ ZH FRQFOXGHG DQ DJUHHPHQW IRU @/RIMLQ MMHP WAR GG KF M RUK N XS0V Xxubo wubdPIRUPAWLRE :H DuH DoVvR PDWXULQJ
RI VRPH Rl RXU SURGXFWV ZKLFK VKRXOG V@ RXW WR EHQMY BDQDHBPH@N DSSURDFK WR AQYROH ZHVKDHY i QOVKHUFULWREDY WHDP
7KLV VKRXOG LPSURYH OHDG WLPHV ZKLFKFIDS PELWILWDBVLD QMGKYMLIOUW WRRZX®IRUW RXU JURZWK DPELWLRQV
PDUNHW DQG RXU FXVWRPHUV KDYH JLYHQ SRVLWLYH IHHGEDFN RQ RXU
DSSURDFK JLOQDQFLDO SHUIRUPDQFH
2XU VDOHV ZHUH (85 PLOOLRQ D GHFUHDVH RI FRPSDUHG
EXVWDLODELOLW\ DV WKH IRXQGDWLRWRRWKH(SUHWXERXW\HDU GXH WR IRXUWK TXDUWHU VDOHV ZKLFK ZHUH
$W OHOH[LV ZH VHH VXVWDLQDELOLW\ DV LRB G FENNG EN WKBIQLE Y @ WWRWD & RWRJHFWLRQ DW FXVWRPHUV ODJQHWLF
RXU VXFFHVV %\ GHVLJQLQJ SURGXFWV W ISIRW LRDINRH) ROHQ ZRU U @ ¥ HHIDP®HDY PRWRU GULYHUV RXWSHUIRUPHG RYHUDOO
VDIHU DQG PRUH FRPIRUWDEOH ZH FROQWUVERWW MR LP STURK HGRRVWFRPIHLW PDUJLQ ZDV DQG RSHUDWLQJ
DQG D PRUH VXVWDLQDEOH ZRUOG PDUJLQ ZDV

, DP DSSUHFLDWLYH WKDW RXU VXVWDLQDEKGLWRNHG RUWLUHFWRUYV DEIURYHG WR SURSRVH WR WKH DQQXDO
DFFRUGDQFH ZLWK WKH &65' 7KLV LV D PDWKUBRKRREHUWKPHEWLEROG WRWDO GLYLGHQG RI (85 JURVV SHU VKDUH
ZDQW WR UHFRJQL]H DOO WKH HIITRUWV RI RPRYU FRIXIOHBYXIOWDRV OHOMWNEWR FRPSDUHG ZLWK DQG D JURVYV
PDNH WKLV KDSSHQ IRU WKH ILUVW WLPH GLYLGHQG \LHOG EDVHG RQ WKH VKDUH SULFH DW WKH HQG RI



7TDFCH RI $W D 6EXVWDI QDELOLWM QDQFLDO RRIISRUDWH
FRQWHQWYV JODQFH IITHSRUW IITHSRUW JRYHIIQDQFH .‘RQ,QHQGL[

‘KR 7H DUH

2X1) VI WHV ZRUOGZLGH
OHOHILV ILQ



7DFCH RI $W D $FRXW 6EXVWDI QDELOLWYM QDQFLDO RRUSRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]

4:"KR 7H D A4 KDW 7H @RKDW 7H VWDARXRIYWUDWHJ\

KR ZH DUH

OHOH[LV LV D OLPLWHG OLDELOLW\ FRP S
LQ HSHU %HOJLXP DQG LQFRUSRUDWH
OHOH[LVY GHVLJQV GHYHORSV DQG GHO
DQG GULYHU VROXWLRQV ZLWK D KHDUW

‘H VHOO RXU SURGXFWV WR D ZRUOGZLC
7KLY LQWURGXFWRU\ FKDSWHU SURYLGF
SURILOH RI OHOHJ[LYV



7DFCH RI $W D EXVWDI ODELOLWM QPDQFLDO &RIISRUDWH
FROWHQWYV J1ODQFH IIHSRUW HSRUW IRYHIIQDQFH $SSHOQGL]

A "KDW 7H @RKDW 7H VWDARXRIYWUDWHJ\

6% 6% 6% 6%
6 0 6% 6%

0 0 0

6s 6DOHV $SSOLFDWLRQV o 680 6%

o ODQXIDFWXULQJ



7TDFCH RI $W D 6EXVWDI QDELOLWM QDQFLDO RRIISRUDWH
FROQWHQWYV JODQFH IITHSRUW IITHSRUW JRYHIIQDQFH $Q,QHQG|_[

A "KDW 7H @RKDW 7ZH VWDARXIRIVWUDWHJ\

OHOH[LV
L Q

S5HYHQXH *URVV SURILW (%,7'$

LQ 6 LQ 6 LQ 6

(%,7 1HW LQFRPH 'LYLGHQG

LQ 6 LQ 6 LQ &

S5HYHQXH *URVYV SURILW (%,7'$ (%,7 1HW LQFRPH 'LYLGHQG
LQ 6 LQ 6 LQ 6 LQ 6 LQ 6 LQ 6

‘H UHIHU WIRRRYIRUW PRUH LQIRUPDWLRQ RQ WKH XQGHUO\LQJ FDOFXODWLRQV RI WKHVH NH\ ILIJXUHV



7TDFCH RI $W D SFRXW 6EXVWDI QDELOLWM QDQFLDO RRIISRUDWH
FROQWHQWYV JODQFH OHOH[LV IITHSRUW IITHSRUW JRYHIIQDQFH .‘RQ,QHQGL[

‘HIQQRYDWH IRl RXU FXVWRPHUV
2X1) VROXWLRQV



7THhFECH RI SW D SFRXW 6XVWDI QDELOLWM QDQFLDO

FROWHQWY 10DQFH OHOHJ[LV IIHSRUW

A4 "KR 7ZH DUAHKDW 7H ARKDW 7H VWDARXRIVWUDWHJ\

IIHSRUW

&RUSRUDWH
JRYHUQRDQFH $SSHQGL[

KDW ZH GR

'H LOQOQRYDWH IRU RXU FXVWRPHUV

‘H VHQVH DQG GULYH WKH ZRUOG DURX
$V D IDEOHVV VHPLFRQGXFWRU FRPSDQ\ ZH
VHQVRU DQG GULYHU VROXWLRQV :H VSHFLE
WHFKQRORJ\ WKDW HQDEOHV PDFKLQHV DQG
HQYLURQPHQW LQ D VPDUWHU VDIHU DQG P

‘H FDWHU WR GLYHUVH PDUNHWYV

:KLOH DXWRPRWLYH UHPDLQV RXU SULPDU\ P
LQQRYDWLRQ H[WHQGV WR YDULRXV VHFWRU
DOWHUQDWLYH PRELOLW\ LQGXVWULDO DXW
HOHFWURQLFV VPDUW EXLOGLQJV DQG GLJL'
FRUH FRPSHWHQFLHV DQG H[SDQGLQJ RXU S|
ZHOO SRVLWLRQHG WR FDSLWDOL]JH RQ HPHU
KLJK JURZWK PDUNHWYV



7DFOH RI &W D 6XVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWYVY J10DQFH IIHSRUW IIHSRUW JRYHUQDQFH $SSHQGL]

4 -KR 7ZH DUH 4 KDW 7H VWDA@XIRIVWUDWHJ\

KDW ZH GR



7DFOH RI &W D 6XVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWYVY J10DQFH IIHSRUW IIHSRUW JRYHUQDQFH $SSHQGL]

4 -KR 7ZH DUH 4 KDW 7H VWDA@XIRIVWUDWHJ\

2XU SURGXFW ODXQFKHV LQ



7DFOH RI SW D SFRXW EXVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A4 "KR 7ZH DUAHKDW 7H ARKDW 7H VWDARXRIVWUDWHJ\

2XU VROXWLRQV

$W OHOH[LV ZH VHW RXUVHOYHV DSD UMW E)HIHVL BRVQIVLEW HIDWHG |, & V ,QGXFWLYH SRVLWLRQ VHQVRU ,&V

VROXWLRQV WKDW FRPELQH VHQVLQJ SURFHVVLQJ DQG

FRPPXQLFDWLRQ RQ D VLQJOH FKLS 7KLY HSRBYKPHFKLRLPHIQHWHR, VHQVLQJ FRPEL QR G XAWLKY W ISR XIQLTRE VHQVRU ,&V RIIHL
LVp WHEKQRORJ QPEOHV XV WR G HEHABIQGL®I RY@WLINRQPRGWY 2XU H[SHUWLVF

7ULD] H
HOHFWURQLF VAIVWHPV UHGXFHV FRPSFQ(UE\F%\]P(Q@R%?(W?QE\V WKDW PHHW W K H DGHP DQUEFLVOLURQHDTOX VDHPWQ WE82RI  FRPSOLDQ!

RYHUDOO SHUIRUPDQFH YDULRXV LQGXVWULHV 7KHVH VHQVRUV D B GW QHLD HRU VKR JKURYD G HWD AFQ® DM@ L D E O H
DQG UHOLDEOH SRVLWLRQ PHDVXUHPHQW VWR® GWYRQVH SBSSLOLERPGQOLRQV ZH SURYLGH FR
2XU PL[HG VLIJQDO H[SHUWLVH LV DW WKH KHDUW RI RXU SURGXFW SRUWIROLR WR IDFLOLWDWH VHDPOHVV LOQWHJUDWLRQ IF

2XU DGYDQFHG LQWHJUDWHG FLUFXLWV &V E@HER G RORIMDE EHWARHHQOXWHK D L1H WKH +DOO HIIHFW WR
SK\VLFDO DQG GLJLWDO ZRUOGY HQDEOLQJ VHPBPOHMAWHIN HWHDRM URQPBDLUY K WKHILHO G VI THRER QREOBRUIQHWGXFWLYH SRVLWLRQ VHQ
HQYLURQPHQW )URP FDSWXULQJ DQG LQWHUSWHHIHEDIL BPRBOREMH SRAYY WLWE VHQVLQJI Z LFVRIQRWIN \8 D\WALW D@ 6 ZWDFWHH LQGXFW L
RXU VPDUW VHQVRUV WR SUHFLVHO\ FRQWURODLR ERWWENWWMYE WK URX I RMHFKQRORJI\ SURYAFGHM WKOMHRHOVXUH OLQHDU DQG URW
GULYHUV RXU VROXWLRQV HPSRZHU LQWHOOLJIFHDIN PGP HE WS RIRWL HHV Y QVIWHP Y. VLPSOLINL@QRYHDWW.UQHD®IGILWDO DUFKLWHFWXUH
UHGXFLQJ FRVWYV UHVSRQVH WLPHV DQG VWURQJ LPPXQL)
LQWHUIHUHQFH
i .H\ EHQHMIWYX DFFXUDF\ FRQWDFWOHVV RSHUDWLRQ
FRPSDFW VL]H FRVW HIIHFWLYHQHVV D Q G. \EEXQWWIRMKKY DIFFXUIDWW FRQWDFWOHVYV
PHFKDQLFDO DQG WKHUPDO YDULDWLRQV ¥SIGH & [PRAO/XOHFRXQUW UREXVWQHVV DJIL
SRUWIROLR LV WKH PRVW FRPSOHWH RQ W K& WHWINH\W @FRHG (0Q FOXBAH WY X LWDELOLW\
DXWRPRWLYH JUDGH SURGXFWV ZLWK ,62 FRPSOLDQFH DQG
VXSHULRU VWUD\ ILHOG LPPXQLW\ i $SSOLFDWKR@®PRWLYH HOHFWULF SRZH!
EUDNLQJ VIVWHPV DQG WUDFWLRQ PRW
i $SSOLFDWXKR@PRWLYH LQFOXGLQJ EXW QRQGXVRLWH® WRWRPDWLRQ DQG URERW
SHGDO SRVLWLRQ HOHFWULF SRZHU VWHHWHQUDE OB NSLRMLWIYRMHEHMQVLQJ LV FULWI
WUDQVPLVVLRQ FKDVVLV SRZHUWUDLQ LQGXVWULDO DXWRPDWLRQ
URERWLFV JDPLQJ DQG FRQVXPHU HOHFWURQLFV



7DFOH RI SW D SFRXW 6XVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A4 "KR 7ZH DUAHKDW 7H ARKDW 7H VWDARXRIVWUDWHJ\

IDWFK DQG VZLWFK ,&V &EXUUHQW VHQVRU ,&V (PEHGGHG PRWRU GULYHU ,&V

2XU LQQRYDWLYH PDJQHWLF DQG LQGXFW LY VAFRRPBIUHKWORIFKDHR SRUWIROLR LQFOXGH 2 XERWKS MKXQWH DQGPRMORU FFIRGHBURO DQG SR
ZLWK D IRFXV RQ DSSOLFDWLRQ VSHFLILF BXUKHOQWMP N B QWL QIOVRAXWOR QYR DOORZLQJIZIOMKLREKXOLMFRQ QR G XO/XVRPRRIWL Y RIQJ URDUG H U H C
GHOLYHU ODWFK DQG VZLWFK VROXWLRQV MKDW DX$SODMUY\DLQG RHJIIMD VEKRG HISHMHW L WH 1LKQ TDXOMRRMRWLY Gl IS SPOLLHFQW LARRMWR U GULYH!
FRVWY DW VI\VWHP OHYHO DQG SURYLGH URPEXVWRBXWRUPQQRMILWLEQYHQVKUHYV KLJKVIWDOQWHQOW G HTHQLUDHRHD AXYUR HQYWH DXWRPR
HQYLURQPHQWYV VHQVLQJ VROXWLRQV IRU WKH HYROYLQJ HOHFWULF YHKLFOH PDUNHW

i THFKQRORM HPEHGGHG PRWRU GULYHU
7HFKQRORI ODWFK DQG VZLWFK ,&V XWLOZHFKQRORHW FRWUHQW VHQVRU ,&V SULPDUROGYXYHAHE OBVPLFRQGXFWRU WHFKQROR.
WHFKQRORJ\ WR GHWHFW WKH SUHVHQFH RUIBERWLWHRRQRIOR PD1L@HFWKELQJ RXU SURIUQAG EDUY HORRWROY XVHG LQ YDULRXV D
ILHOG HQDEOLQJ UHOLDEOH DQG FRQWDFWOIRYKQ NZRWFKLR DFFXUDWHO\ DQG UHOLDE®HRHDEX URH WIO® L\QWIHJUDWH PXOWLSO|
IXQFWLRQDOLW\ 2XU ODWHUDO VHQVLWLYFRAXGHHIGW V7KLYV FRIQWBRVOHVY PHWKRG H@DQIHHPMRWD WRRRD FERQWURO DQG FR
PHFKDQLFDO DVVHPEO\ DQG EHWWHU VLIQDDI MR\ ZRILVH BMWYRGLQJ SUHFLVH FXUUH@M RISPALPUHP WQWYWHPH RVW DQG VL]H
WKDQNV WR RXU ,0& WHFKQRORJ\ :H DOVRDOWRYRGHUQRIXWLRQV EDVHG RQ VKXQW WHFKQRORJ\ IRU VSHFLILF
ZKLFK UHOLHV RQ D IXO0O\ LQWHJUDWHG L QO®SFONLEDR MRHFKQRORJ\ i .H\EHQHIFWYK HIILFLHQF\ FRPSDFW VL]H

HIITHFWLYHQHVVY DQG TXLHW RSHUDWLRGC
H\ EHQHIERQWDFWOHVYV RSHUDWLRQ KLJK.HHEHREHEMHMW\DFFXUDF\ FRQWDFWOHVV RIHU®WQRQJVRUILFLHQW PHFKDWURQLF V!
FRPSDFW VL]H FRVW HIIHFWLYHQHVV FXVWREQ]EWHRW BEQ@HOGNDEIOGH PHDVXUHPHQW UDQJH ORZ SRZHU
PDJQHWLF FKDUDFWHULVWLFV OHDGLQJ WRRQIVXPSWLRG GHRPSIMAWDQIGH DQG URE XV WIEDLFD®XRBWRWLYH FRPSRQHQWYV LQ
FRQVLVWHQW SHUIRUPDQFH DXWRPRWLYH HQYLURQPHQWYV YDOYHV IDQV DQG SXPSV SDUWLFXODL
WKHUPDO PDQDJHPHQW IRU HOHFWULF Y
$SSOLFDWKR@PRWLYH VXFK DV EUDNLQJ ¥ SWHPAD SBRFGIMFDWLRQV LQ WKH DXWRPRWLYH LQGXVWU\
GRRUV DQG PRWRUV H ODWFK WKHUPDO Y.IFOHK\G H B W GHH O WQEBXFRIOH®HFWULF YHKLFOHV LQFOXGLQJ EDWWHU\
SRZHU WRROV +HDWLQJ 9HQWLODWLRQ DRRRBWRERQG LWOLRHQWOHUY RQ ERDUG FKDUJHUV 2%&V '& '&
+9%8& LQGXVWULDO DQG PHGLFDO HTXLSPRHRIQWY HUXFHKUNYY DQG EDWWHU\ PDQDJHPHQW V\VWHPV %06
UHVSLUDWRU\ VI\VWHPYV $GGLWLRQDO DSSOLFDWLRQV LQFOXGH DOWHUQDWLYH PRELOLW\ DQG
HQHUJ\ PDQDJHPHQW



7DFOH RI SW D SFRXW 6XVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A4 "KR 7ZH DUAHKDW 7H ARKDW 7H VWDARXRIVWUDWHJ\

6PDUW GULYHU ,&V SUHVVXUH VHQVRU ,&V 7LUH PRQLWRULQJ VHQVRU ,&V

2XU SDWHQWHG WHFKQRORJ\ DQG H[SHUW LAXU LMY PHRUMRLY F R@WSIRDY WROWDHE VM XVLQJ W HEXD) RO RKO \D QBWAHRIRIMDMWHPG QWUWRBUHVVXUH OR
WR GHOLYHU KLJKO\ LQWHJUDWHG FRGH | DKW RBBWAKIH $bl D GTHX T B W OLRNO XHALWRQM V K LY R GXW LRQRDYIFAHS DQIG GHOLDEO®KWG UHGXFH V
ZLWK EHVW LQ FODVV TXDOLW\ WKDW PHHW RGHVYWQ R QB W 16 HPIDUHPLHIIWIS RO L F D W L R QAD P2HK W ERKD WRDQUX R KS/HIUQ\QLR/HDMQL R® Z SRZHU H
DXWRPRWLYH LQGXVWULDO DQG FRQVXPHU IDBSWVFIRWKRQ@Q GHYHORSLQJ DGYDQFHGIJBEDBWVXHGLDEQYLYI MRUXWHR@®SWLPDO SHU

IRU IXWXUH PLVVLRQ FULWLFDO V\VWHPV GHPDQGLQJ WLUH HQYLURQPHQWV

7HFKQRORM VPDUW GULYHU ,&V XWLOL]H DGYDQFHG PRWRU
FRQWURO DOJRULWKPV WR HIILFLHQWO\ VB HQWRIDRID G SHNPLYH VHQVRU ,&V XWLOLTH IKEFRRHOVLUH PRQLWRULQJ VHQVRU
FRQWURO WKH VSHHG RI VLQJOH SKDVH R®HFEMRIHD HFFRWRPHFKDQLFDO VI\VWHPV 0 (06 QIQHS BDWHR BHOMWVBIOFHVHQVLQJ DQG FF
W\SLFDOO\ XVHG LQ IDQV DQG SXPSV VHQVLQJ HOHPHQWYVY DV ZHOO DV RXU 7ULSREBDXOCLNDWBBEBKYRRBHE\VWRVRUV DFFHO!

DFFXUDWHO\ PHDVXUH SUHVVXUH FKDQJH VYIR®D WDUHRXYGDWWRERWLWHNUH VHQVRUV
H\EHQHIBWYK HIILFLHQF\ SUHFLVH FRQWUBQGHARFPEDWWUYD]J® DSSOLFDWLRQV 7KHVH WH@WOR/UFW IR HLW KDDKG 5) WUDQVPLWWHU\
DQG KLJK TXDOLW\ PDNLQJ WKHP LGHDO |Rb GRMMLMLWVF WLLYGH DKLUW\ DQG VWDELOLW\LRYRE RQ\GHROHRHSH UMWHXRUB VLQJOH FR
UHOLDELOLW)\ DSSOLFDWLRQV UDQJHYV

i .H\EHQHIBWWUD ORZ SRZHU FRQVXPSWLF

$SSOLFDWRBQ\RU SXPSV LQ WKH DXWRPRW LI\ HQGXAMWK\DFFXUDF\ UHOLDELOLW)\ [|D\KWJHHWSHRHG/ B FMFIHFHWDWLRQ VHQVLQJ D
WKLQN FRROLQJ RI /(' KHDGODPSV DQG *3®D\WQ G/ HBREWX\DWYHVYGLQ GHPDQGLQJ DXWRPRWQYDHE GIQYILHRQPHQWY DQG UHOLDEOH 73
RWKHU HOHFWURQLF PRGXOHV LQGXVW U LHD BXLFEKJ CBW M AUWH BWHVVXUH PRQLWRULQO\\DWIBPFR QW UR O
HQHUJ\ VWRUDJH FKDUJLQJ VWDWLRQV FRQVXPHU HOHFWURQLFV
LQFOXGLQJ 9*$ FDUGV JDPLQJ 3&YV KRRH$SSSQEDWERBPRWGLYH VXFK DV HQJLQH FREKSWORPDWLBRWRQLWRULQJ VIVWHPV 73
ZKLWH JRRG DSSOLFDWLRQV UHTXLULQJ HWUFREQM DOIRYLOHQW BEWRWXUH PRQLWR FIDQN L\QBRKGY QD H® RFWKHIUFD OWHU QD W L
FRQWURO ZLWK FRVW HIIHFWLYH VROXWLRR®G K\EULG YHKLFOHV LQGXVWULDO DXWRRIRWLBQQODGQ@KDO&EHG VDIHW\ IXHO HIIL

VI\VWHPV ZKHUH UHOLDEOH SUHVVXUH PHDVXUHPHQW LV FUXFLDO IRU

VDIHW\ DQG HIILFLHQF\



7DFOH RI SW D SFRXW EXVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A4 "KR 7ZH DUAHKDW 7H ARKDW 7H VWDARXRIVWUDWHJ\

(PEHGGHG OLJKWLQJ ,&V 2SWLFDO VHQVRU ,&V DQG WLPH RI IOZBRPWHUBRWXUH VHQVRU ,&V

2XU H[SHUWLVH LQ DXWRPRWLYH HOHFW URXXLF ¥ [36 G VOLLV K W QQR SFRIGADORVH QVLQJ DQG2XR) SRHUMKIRRQR JR | FREBN VG OHWWKW HP SHUD \
FRPELQHG ZLWK RXU IRFXV RQ LQQRY DW L RRX D QD3X WKROFFRAWL IRYGHD OUDIBIHE W X DIDA. VR DQ G | R AX\Q RQHL 8 R IRQY\N WALKRHYU PSRRPHWHL B'Q \D @& WKHUPL
XV WR GHOLYHU DGYDQFHG DQG FRPSOLDQWROGHOWYBU ¥R®WXWLQR GG WH D R/) PHR-OX W L R @8 SADKLIFW WHLGRKDWQ B B &/ I QHGAK\VIVQUG. KW H2X U H[SH |
WKH HYROYLQJ GHPDQGV Rl WKH DXWRPRWH[SH URIBEFM UQ DXWRPRWLYH DQG RWKHU BRBUFRPBLMSSHOQWDWMR RQQYRYDWLRQ HQDEOH

UHOLDEOH WHPSHUDWXUH VHQVLQJ VROXWLF
THFKQRORXM HPEHGGHG OLJKWLQJ ,&V DUH7THEFKRQRORIY 7LPH RI )OLJKW 7R) VHQNRVUWRFHUNQ B HIGIV
OH/L%Xp EDVHG 5*% /(' GULYHUV WKDW HQDEGH FXFW RR)]|WHEKQRORJ\ ZKLFK PHDVXUHVY WKH WLPH LW WDNHV
DQG G\QDPLF DPELHQW OLJKWLQJ VROXWLRRY ORUKYWH WLRF &/H\ND YHCHWHR DQ REMHFW DIQ @HFFIXENR ORRRUDWHRSBWBIWXUH VHQVRU ,&V
,&V OHYHUDJH DGYDQFHG VLOLFRQ RQ LQVEODWWBRLG®GH, GWWHFEQROMANG ' LQIRUPDWLRG WKHUPRSLOHV WHFKQRORJ\ WR DFFX

DQG VI\IVWHP RQ FKLS 6R& LQWHJUDWLRQ WR GHOLYHU KLJK WHPSHUDWXUH LQ YDULRXV DSSOLFDWLI

SHUIRUPDQFH DQG HOHFWURPDJQHWLF FRPSIEWMIQHIGEWX UMWH GLVWDQFH PHDVXUHPHIQWK DEPRUDEY IDVW UHVSRQVH WLPHV

UREXVWQHVYV FDSDELOLWLHV IDVW UHVSRQVH WLPHV DPRQWRKPSWLRBYVVKHR DPELHIDWR DYDLODE
OLJKW FRQGLWLRQV HQDEOLQJ UHOLDEOH DQG SUHFLVH REMHFW

H\EHQHIBWYK (0& UREXVWQHVV ORZ H[WHGHMNHFWLRQ DQG WUDFNLQJ i .H\EHQHIKWYK DFFXUDF\ FRQWDFWOHVV

FRPSRQHQW FRXQW FRVW HIIHFWLYHQHVV DQG FRPSOLDQFH ZLWK UHVSRQVH WLPHV ORZ SRZHU FRQVXPS\

.62 IXQFWLRQDO VDIHW\ VWDQGDUGVi HOPEOAMWIKR@EPRWLYH LQ FDELQ PRQLWRUIDFWRGWLNGDEDQRG®J HIILFLHQW DQG UHO

VRSKLVWLFDWHG DQG UHOLDEOH DPELHQWR®EXKSWRW WHQWHR®Y JHVWXUH UHFRJQLWLRBDWXWHBHRW VKREMFUDQOM LQ FRPSDF\
VHQVLQJ DQG LQ LQGXVWULDO DQG FRQVRBEOLFONLIR@WLRQV
$SSOLFDWKR@®PRWLYH DPELHQW OLJKWLQJUHD¥OXIGLRDFFXUDWH ' YLVLRQ

LOQOWHULRU LOOXPLQDWLRQ GDVKERDUG OLJKWLQJ DQG H[WHULRU I $SSOLFDWKR@PRWLYH +9%$& VI\VWHPV S
OLJKWLQJ HOHPHQWY HQKDQFLQJ WKH RYHUDOO XVHU H[SHULHQFH WKHUPDO PDQDJHPHQW VPDUW EXLOGL
DQG EUDQG GLIIHUHQWLDWLRQ +9%$& FRQWURO PHGLFDO GHYLFHV WKHFE

GLDJQRVWLFY FRQVXPHU HOHFWURQLF
DSSOLDQFHYV DQG LQGXVWULDO DXWRP



7TDFCH RI $W D SFRXW

6EXVWDI QDELOLWM QDQFLDO
FROQWHQWYV JODQFH ODHOH[LV

RRIISRUDWH
IITHSRUW IITHSRUW

JRYHIIQDQFH .‘RQ,QHQGL[

2X1 IX1 GI Q1 SULQFLSOHYV
7KH OHOHILV :D\

7KH OHOHILY HOYLURQPHQWDO SROLF\ DQG SURJUDP
7KH OHOHILV 8RGH Rl &RQGXFW
BXVWDILQDFELOLW\ DW KHDUW



7TDFCH RI $W D SFRXW 6EXVWDI QDELOLWXM QDQFLDO

FROWHQWY J10DQFH NHOH[LV IITHSRUW

A4 KR 7ZH DUHKDW 7H @RKDW 7ZH VVW/D@PIRINWUDWHJ\

IIHSRUW

&RIISRUDWH
IRYHIQDQFH $SSHOQGL]

KDW ZH VWL

2XU JXLGLQJ SULQFLSOHV

7KH OHOH[LV :D\

7KH OHOH[LY YDOXHVY VXSSRUW RXU FRPSDQ\
VKDSH RXU FXOWXUH DQG WKH\ UHIOHFW ZKL
7KHVH YDOXHY DUH VWUDLJKWIRUZDUG ZH D
DOzD\V KDYH D SODQ ZH FDUH ZH XQGHUVW
ZH HQMR\ WKH MRXUQH\ WRZDUGV VXFFHVV
UHSUHVHQWY WKH HVVHQFH RI RXU LGHQWLYV
ZH GR

‘H DUH RQ WKH FXVWRPHU&V VLGH

‘H DUH URRWLQJ IRU RXU FXVWRPHUVe& VXFF}
HQJLQHHULQJ LQQRYDWLRQV IRU RXU FXVWR
WHDP DQG DUH ZLWK WKHP DOO WKH ZD\ 7Kt
RXU FXVWRPHUV RIIHUV XV XQEHDWDEOH LQC
RXU FXVWRPHUVé FKDOOHQJHV DQG XQGHUV!
DOORZV XV WR SHHU RYHU WKH KRUL]JRQ RI R
SURRI LQQRYDWLRQV

‘H DOZD\V KDYH D SODQ
‘H EHFDPH OHDGHUV LQ WKH LQGXVWU\ EHFD
FKDOOHQJHV :H ORYH FRPLQJ XS ZLWK QHZ
ZKHWKHU LW LV E\ UHPRYLQJ REVWDFOHV RU
H[FLWLQJ RSSRUWXQLWLHV :H DUH SURXG W
WDOHQWHG FROOHDJXHY DQG FXVWRPHUV $
WKH PRVW GHPDQGLQJ LQGXVWULHYV DQG VH\
PDLQWHQDQFH RXUVHOYHV \RX FDQ FRXQW |
SDWLHQW DQG VHOI GULYHQ



7DFOH RI SW D SFRXW EXVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A4 KR 7ZH DUHKDW 7H @RKDW 7ZH VVW/D@PIRINWUDWHJ\

‘H FDUH 7KH OHOH[LV &RGH RI &RQGXFW

JRU XV WHFKQRORJ\ LV DERXW VROYLQJ | X0MH®BRHY WDY RRW ORNIEHA R KIDRRERERA. GH D FOHDU

‘H WKLQN LW WDNHV DOO NLQGV RI SHRSO B QMR XRIPYEHL WKKRKWHUFKBOBEBRHHR UVHR[ SHMFWHG EHKDYLRU GXULQJ EXVLQHVYV
DFWLYHO\ VWULYH WR EXLOG D GLYHUVH WHDWPL Y HWW. Bl N H 0GIROW KIL\Q JRIRW FROQMIHIXHY WKH PHPEHUV RI RXU %RDUG DQG

EH LW RXU SHRSOH RXU SDUWQHUV DQG FRYW RPHFXW LRHHU 0D@DQ H WHRW RXQO IROORZ WKLV FRGH RI FRQGXFW DV LW VHWYV
UHVRXUFHV :H DWWUDFW DQG FXOWLYDW HR YW OHKHVUIHY DRQNQF L O RWPHQ WHOKDPMW/ WDNHV RQ LQ WKH ZRUNSODFH DQG LQ
YDOXHV OHDUQLQJ JURZWK FROODERUDWGRQQIQEX¥RQMAM\Y XRWK LWV SDUWQHUV 7KHVH UHVSRQVLELOLWLHYV LQFOXGH UXOHYV

LPSURYHPHQW RQ UHVSHFW IRU KXPDQ ULJKWV DQWL FRUUXSWLRQ DQG DQWL EULEHU\ DQWL
FRPSHWLWLYH EHKDYLRU KHDOWK DQG VDIHW\ SULYDF\ DQG RQ PDQ\ RWKHU
‘H XQGHUVWDQG WKH YDOXH RI PRQH\ FUXFLDO WRSLFV

‘H WDNH SULGH LQ RXU WUDFN UHFRUG DV DQ LQGXVWU\ OHDGHU LQ WHUPV RI

LQQRYDWLRQ RSHUDWLRQDO H[FHOOHQFHG JWRZWKOMEG ©HWXOWN K HWHRDLQ

FRPPLWWHG WR OHDQ ZD\V Rl ZRUNLQJ W KOKO KDPMH LEUR N GK WDXWHBKWBHSRMLWLYHO\ LPSDFW DQG FDUH IRU RXU YDULRXYV
DUH WRGD\ 7KLV ZD\ ZH FUHDWH HQGXULQYWDDOXROBY FXVR@®PHUNFRQRPLF HQYLURQPHQWDO DQG VRFLDO OHYHO )RU
VKDUHKROGHUYV DQG RWKHU VWDNHKROGH PR UMXUQRR R K Bl WILHRMD R/Q FRRXWK VY S VM IKQDELOLW\ LQLWLDWLYHYVY SOHDVH UHIHU WR
FXVWRPHUV DOORZV XV WR IRFXV RQ HQJLRK&XMM\WDD NRYF\WLR/Q W MWKDWWR | I H U

PD[LPXP DGGHG YDOXH GD\ DIWHU GD\

‘H HQMR\ WKH MRXUQH\ WRZDUGV VXFFHVV

‘H DUH SULYLOHJHG WR ZRUN ZLWK SHRSOH ZKR EULQJ HQWKXVLDVP DQG
HDJHUQHVV WR WKH MRE ZKR DUH DOZD\V ZLOOLQJ WR LQQRYDWH DQG ZKR
VKRZ FRQILGHQFH LQ WKHLU RZQ DQG WKHLU WHDPVé UHVRXUFHIXOQHVV :H
FHOHEUDWH RXU YLFWRULHYVY EXW ZH WKLQN LW LV HYHQ PRUH LPSRUWDQW WR
HQMR\ WKH MRXUQH\ LWVHOI & ZH JHW D UHDO VHQVH RI DFKLHYHPHQW IURP
ZRUNLQJ WRZDUGV DXGDFLRXV JRDOV ZLWK D WHDP ZH FDQ UHO\ RQ

7KH OHOH[LY HQYLURQPHQWDO SROLF\ DQG SURJUDP

$W OHOH[LV HQYLURQPHQWDO VWHZDUGVKLS LV DW WKH FRUH RI RXU
RSHUDWLRQV DQG SURGXFW GHYHORSPHQW :H DUH FRPPLWWHG WR
PLQLPL]LQJ RXU HQYLURQPHQWDO LPSDFW WKURXJKRXW WKH HQWLUH YDOXH
FKDLQ IURP UHVSRQVLEOH VRXUFLQJ WR HQHUJ\ HIILFLHQW PDQXIDFWXULQJ
DQG WKH GHYHORSPHQW RI SURGXFWV WKDW HQDEOH D VXVWDLQDEOH IXWXUH
2XU GHGLFDWLRQ WR WKLV SULQFLSOH LV IRUPDOL]JHG LQ RXU FRPSUHKHQVLYH
(QYITURQPHQWDKLBRAOXKEGHY RXU DFWLRQV WRZDUGYVY D FOHDQHU

PRUH VXVWDLQDEOH ZRUOG



7TDFCH RI $W D SFRXW 6EXVWDI QDELOLWM QDQFLDO RRIISRUDWH
FROQWHQWYV JODQFH OHOH[LV IITHSRUW IITHSRUW JRYHIUIQDQFH .‘RQ,QHQGL[

2 XU
VWUDWHJ\

OHOHIIV FRUH | V DXWRPRWLYH
%H\RQG DXWRPRWLYH

7KIV IV KR7 7H FRQWLQXH WR OFDG
$XWRPRWLYH

%WH\RQG DXWRPRWLYH



7TDFCH RI $W D SFRXW 6EXVWDI QDELOLWXM QDQFLDO

FROWHQWY J10DQFH NHOH[LV IITHSRUW

A4 "KR 7ZH DUHKDW 7H @RKDW 7H VWDARXREIYVWUDWHJ\

IIHSRUW

RRUSRUDWH
,'IF?YHIIQDQFH S_P.QRHQGL[

2XU VWUDWFE

OHOH[LVY FRUH LV DXWRPRWLYH

JRU \HDUV ZH KDYH EHHQ D GULYLQJ IR
DQG SURGXFLQJ KLJK HQG VSHFLDOL]HC
DXWRPRWLYH LQGXVWU\ :H DUH FRPPLW
RI IXUWKHU VWUHQJWKHQLQJ RXU OHDG
LQQRYDWLRQ DQG H[FHOOHQFH

7KH JOREDO DXWRPRWLYH LQGXVWU\ KDV EH
HOHFWULILFDWLRQ :KLOH D FDU XVHG WR EF
ZLWK D FRPEXVWLRQ HQJLQH HOHFWULF YHFk
WUDQVIRUPLQJ LQWR PRELOLW\ VROXWLRQV
WKH VRIWZDUH QRW YLFH YHUVD 2XU FDUV
RQ ZKHHOV

,Q DGGLWLRQ WR WKH HOHFWULILFDWLRQ WL
éSUHPLXPL]DWLRQé& WDNLQJ SODFH +HUH W
KLIJIK HQG VHIPHQWY UDSLGO\ FDVFDGH GRZC
OHDGLQJ WR DQ RYHUDOO VKLIW XS PDUNHW

$OVR WKH LQFUHDVH LQ WKH OHYHO RI GUL)
GULYHU DVVLVWDQFH VI\VWHPV $'$6 LV ERR
WRZDUGV VDIHU DQG PRUH UHOLDEOH H EUD|

$W OHOH[LV ZH SOD\ D SURPLQHQW UROH DV
IDVW PRYLQJ DUHDV RI DXWRPRWLYH WHFKQ]
&RPSRXQG $QQXDO *URZWK 5DWH &$*5 LQ W
XQWLO



7DFOH RI SW D SFRXW 6XVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A4 "KR 7ZH DUHKDW 7H @RKDW 7H VWDARXREIYVWUDWHJ\

%H\RQG DXWRPRWLYH 7KLV LV KRZ ZH FRQWLQXH WR OHDG

7KHUH LV PRUH WR OHOH[LV WKDQ WKH DX\WRPRW LD H OREFOLE B@®XAWPWYG ZH OHYHUDJH RXU WHFKQRORJLFDO HGJH :H
PDUNHW :H DUH FRQVWDQWO\ H[SDQGLQJ BRUDIWFRSH WRFKQRODKRIN RBER RWKHU SUREOHPV )RU H[DPSOH ZH DSSO\
DSSOLFDWLRQV ZKLFK ZH UHIHU WR DV % WRH 6 [DXWR@R WD Y® HW HVH[SKHFRORJ\ IURP RXU VHQVRUV LQWR QHZ VROXWLRQV
WKLV SDUW RI RXU EXVLQHVV WR JURZ RQ IRMHURERVELFV DB QQMRY\DXVHW ZELOH VWLFNLQJ WR RXU FRUH VWUHQJWKYV
WKURXJK QHZ SURGXFW LQWURGXFWLRQNUHDG GRHDIWWW PDAU NHRP VFUDWFK 7KLV LV KRZ ZH PD[LPL]H RXU
SHQHWUDWLRQ %H\RQG DXWRPRWLYH FREORDRYMIWRRIIRXBFGHRFDREY DPELWLRQ LV WR EULQJ GLVUXSWLYH VROXWLRQV WR
WKH PDUNHW DW UHDVRQDEOH SULFHV
i 6XVWDLQDEGH UZRZGGSULPDULO\ WDUJHW VPDUW
WHFKQRORJLHV WKDW FDQ PDNH PRWRWX D $ROIOADERIFOQWL RRVHZLWK ZRUOG UHQRZQHG NQRZOHGJH DQG UHVHDUFK
HQHUJ\ HIILFLHQW LQ D FOHDQ HQHUJLBVYWLWXWLRQV ZLOO LQ IXWXUH RQO\ LQWHQVLI\ ,QQRYDWLRQ LV QRW ZLWKRXW
ULVN VR ZH QHHG D ODUJH LGHDV SLSHOLQH IURP ZKLFK VXFFHVVIXO
i $OWHUQDWLYHHPWRHEH ML WRW RI RSSRUWUROGMKEFMWW LKDQ VSDZQ 7RJHWKHU ZLWK DFDGHPLF WHFKQRORJ\ DQG
DOWHUQDWLYH PRELOLW\ VXFK DV H EIXNEHNH FRW VAFIRRWHU \H[EHWBWM V ZHQBHDUFK IRU WKH EHVW VROXWLRQV WR UHDO
H 972/V YHUWLFDO WDNH RIl DQG O D QIILREO H:MVDISE SRBBIOMVKL&DLO\ OLYHV
PDUNHW LQ WKH EURDGHVW VHQVH
,QQRYDWLRQ DW OHOH[LV QHYHU KDSSHQV IURP DQ LYRU\ WRZHU
i SRERWERERWY KDYH EHHQ DURXQG IRUHDLQRRY DWLIP HZ IEWKNY DQURSHQ PLQGVHW DQG D EURDG YLHZ RI WKH ZRUOG
EHFRPLQJ LQFUHDVLQJO\ FRPPRQ LQ LG GPX/NHIED A OSSO MDRDVR QW NQRZ RXU FXVWRPHUV QHHG :LWK WKLV
VXFK DV FROODERUDWLYH URERWYV FRERIOVL QWHRYDLVEHRQRERWOWHW ZH HPEUDFH DOO IXWXUH FKDOOHQJHV
FOHDQLQJ URERWY DQG GHOLYHU\ URERWV 7KLV PDUNHW LV JURZLQJ
IDVW HVSHFLDOO\ GXH WR WLJKWHU MREV PDUNHWY +XPDQRLG
URERWYVY DUH VWLOO LQ WKHLU LQIDQF\ 2XU VHQVRUV ZLOO DGG
LQFUHGLEOH YDOXH DV WKHVH PDUNHWYV JURZ

i "LILWDO K#HDODWMKKFDUH DOVR RIIHUV D ZLGH UDQJH RI
RSSRUWXQLWLHV IRU OHOH[LV DV SHRSOH OLYH ORQJHU WKH JOREDO
SRSXODWLRQ JURZV DQG WKH GHPDQG IRU QHZ DXWRPDWHG
VROXWLRQV LQFUHDVHV :H DUH FXUUHQWO\ UHVHDUFKLQJ WKH
GHYHORSPHQW RI VHQVRUV WKDW FDQ DPRQJ RWKHU WKLQJV
FRQVWDQWO\ PRQLWRU WKH SK\VLFDO FRQGLWLRQ RI D SDWLHQW RU
KHOS PDNH D GLDJQRVLV



7DFOH RI SW D SFRXW 6XVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A4 "KR 7ZH DUHKDW 7H @RKDW 7H VWDARXREIYVWUDWHJ\

$XWRPRWLYH 6DIHW\ FRYHU RSHQ FORVH GHWHFWLRQ 7HPSHUDWXUH PRQLWRULQJ
7KLV PD\ VHHP D VLPSOH WDVN \HW LW LVODEQWWLPRRQJIJVRSNWPDHDWKBEHOROMWXUH ZLW
7KH DXWRPRWLYH LQGXVWU\ ZLOO UHPDLQVR)QUW R B U3-H IVHHFDV R WK IS FRBMIQVRU FEW RV H G VGWLOLW HQRII DAQKGH ALKQDYUHIWL WY B1 UL W FADX AMDO IRU EDW
\HDUV WR FRPH :H FXUUHQWO\ IRFXV RQ IIPRY NS HSUBGV HQ@WILERDDFPIO®HRWDO RSHUD WILORBQF B Q & ISRVRKYW L PR KIDYRWE VW K K LE/D W W H U
ZKLFK RIIHU OHOH[LV VLJQLILFDQW PDUNHW QURUZMK BRWKHSWILUDPRQQHO DQG YHKLFOH W RHURD G XROL.QD JMFP HQWHQ\YQRHP ROFFRUGLQJ O
VHUYLFH
(9 SRZHUWUDLQ BUHVVXUH PRQLWRULQJ
7KH VKLIW WRZDUGV HOHFWULF YHKLFOHV (99¥ DUHQEKWY RQ D FRUH &RQWLQXRXVO\ PRQLWRULQJ LQWHUQDO SUH
FRPSRQHQW WKH LQYHUWHU 7KLV FULWLFK® X® UMW YERACW HR QVE H SHGGEHRWZ BI@® W K H D QFGJ ISW HY Q@ \8 B UOM DMK HRKLUK SWXUHV WKDW
WKH EDWWHU\ V SRZHU '& GLUHFW FXUUHNR®RE®WDQB BIKWWHHOHFWKLY PRIAGROMQW LV YDHXKRE®D GRX4H WR ERWK LWV KLJK FRVW
SURSXOVLRQ $& DOWHUQDWH FXUUHQW D®RIGHWW Q\PSRIUMFMQAFH §RWRKPOMFMRSHUDWLRQ ,W LV WKH SRZHUKRXVH WKDW
GULYLQJ H[SHULHQFH DQG UDQJH RI (9V VWRUHV WKH HOHFWULFDO HQHUJ\ WKDW SWR\S K QWKW KWH VIS K IUFDOMX L21$ \B QR MLRHE WHHV V X |
EDWWHU\ V SHUIRUPDQFH FDQ FKDQJH WK HS HMPHF 'VWWKQY RIL FDMDBNSIWHW KBW WKHUPDO
6HDPOHVV RSHUDWLRQ RI WKHVH VI\VWHPV KLQJH\D @G SH OLRBIBDMQ PR RIWRKH YHKLFOHRYHUKHDWLQJ VFHQDULR ZKLFK FDQ SRWHQV

DQG SUHFLVH FRQWURO DOO RI ZKLFK DUH VXSSRUWHG E\ YDULRXV OHOHJ[LV FDWDVWURSKLF ILUH RI WKH EDWWHU\ DQG H

SURGXFWYV 8QOLNH D FRQYHQWLRQDO IXHO WDQN WKH KLIJK YROWDJH EDWWHU\ UHTXLUHV
VRSKLVWLFDWHG PDQDJHPHQW WR HQVXUH L WVKVDIEWD ©RQIMHYH WM DQ G

$& SKDVH FXUUHQW PRQLWRULQJ RSWLPDO SRZHU GHOLYHU\ 7KLV LV SHUIRURH Gl EM FWKWLELLAVBPWHRD MRXUQH\ GHPDQGV L

(QVXULQJ RSWLPDO FXUUHQW IORZ WKUR X P @D FHPHHQW ¥ \MWHPX BACO IRFRPSOH[ QHWHERO N FRIQVHQKR LQWRGQDO FRPEXVWLRQ HQ
PD[LPL]LQJ SRZHU GHOLYHU\ DQG PLQLPL]LIQIJRQHWKP®RARUHIW. BIGKFRQWHGXRXVO\ WR ¥ B MR X DOUGEG WKKY NXLHADD O OFQRWP SR Q/HKQDW E D W W H L

PRQLWRULQJ VI\VWHPV WUDFN SKDVH LPED@DEGRHR ¥ XDV 5 RWK H QEDVDVW HRM WU VWDWH RI [ RI ZKLFK WKHUH DUH PDQ\

FXUUHQWY VDIHJXDUGLQJ DJDLQVW FRPSRMHIRMH GO PAOKIHU D B GVAMDWXHI IRQIKHDOWK VW BWEILRIHSWEHUU YRADWLID RX WOVHSNRZHUHG FRXQ
VPRRWK PRWRU RSHUDWLRQ DQG PRUH LQKHUHQW KHDW JHQHUDWHG E\ WKH FRPEX\
5RWRU SRVLWLRQ VHQVLQJ OHOH[LVY VROXWLRQV DUH NH\ WR WKH VHQ¥EKQUHYHYZ RQNRBMWW R B Q D BDDWADHHFW ULF UDQ
(IILFLHQW HQHUJ\ FRQYHUVLRQ UHOLHV RQHEBMALWHP\ PHDVXULQJ URWRU GULYHU FRPIRUW SUHVHQWYVY D XQLTXH FKDC
SRVLWLRQV ODJQHWLF RU LQGXFWLYH UHVROYHUV SURYLGH UHDO WLPH GDWD RQ SHUIHFW WKHUPDO PDQDJHPHQW V\VWHP 7K
URWRU PRYHPHQW HQDEOLQJ WKH LQY HUV&KU WHR WRRORQLLQKXRXIV®A DGMXVW WKH UROH LQ HQVXULQJ WKH LGHDO EDWWHU\ WH

SURYLGHG SRZHU LQ UHDO WLPH WKURXJK 3WKIF LSRZHMUPPREXOHQRSWUBHQWJIORZ HQVRRGEGNMW I IZRLAK W LHHYHUGQ\WKH r r& ZLQGRZ
HIILFLHQF\ DQG PLQLPL]LQJ WRUTXH ULSS O HQVOWLIGRIQDD\DRR B WHYBIQGHY RYHU FX U U HKQMD YWW X B YV RQN SWKIDNV SFHRX 8 G POMFBI HD Q G+
WKH EDWWHU\ HVSHFLDOO\ GXULQJ IDVW FKDWHPQJEDVHG RQ D KHDW SXPS DOVR RSWL
3RZHU PRGXOH WHPSHUDWXUH PRQLWRULQJ IRU FDELQ KHDWLQJ DQG FRROLQJ 2XU OHOH
+HDW LV WKH HQHP\ Rl HOHFWURQLFV 3URPBSWGDH) PR YHQRUQQJ RI SRZHU GULYHUV HQDEOH WKH DGYDQFHG PRQLWRUL
PRGXOH WHPSHUDWXUHY HQVXUHV WKH\ RSIRQDIW B XRMKL\QPHWDIMXOLPUWWSHGDQFH '&IRQGI$SWKWWPRQJIDQDIHPHQW V\VWHPV
SUHYHQWLQJ WKHUPDO RYHUORDG DQG SRARIMWUILIDEXWEHRDNR WKHWMWDWAIY ®RY [ DOJRULWKP DQG KHOSV LGHQWLI\ SRWHQWLDO
WKH OLIHVSDQ RI WKH LQYHUWHU DQG FR QWY XEXYW M ¥ PKRDR YIHUDIOWQW\Y WHPO GHJUDGDWLRQ RU DJLQJ EHIRUH WKH\ LPSDFW
UHOLDELOLW\ SHUIRUPDQFH RU VDIHW\
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BUHVVXUH PRQLWRULQJ 7KDQNV WR KLJK HQG VHQVRUV YHKLFOH BDDMNLQRAMHFRWRORIRULMVLRQLQJ DQG FRQWL
BUHFLVHO\ WUDFNLQJ UHIULJHUDQW SUH V\S&URD DHFWRMYJ W R PY W K DFEQRV V RQDIDPK\ G UD X @U A FLYG IS0 H NWORRF K\BR\WROLFRQWURO HQVXL
HQVXUHV RSWLPDO HIILFLHQF\ DQG SUHYH@WW BRW MWRWULDVROKDNR QDVULOKPD.@ HOHFWHQB D EWPHGWE DRIGU 8 U B UK @ WWHFRMPLGH QWD O U
RXU SDWHQWHG WHFKQRORJ\ 7ULSKLELDQ& BHWN WAV W A\Q VR T X LUGIDWRHWKLIJKHVW OHMNRHOMWRI VHQVRU LQWHJULW\ IRU
KLIJKO\ DFFXUDWH DQG UHOLDEOH UHIULJHRSQWD WU RQ\DXOU B YIDHD\DXEW DR MWQ WY G IXQFWLRQDO VDIHW\ 7KH VDPH FULWHULD DOVR
FUXFLDO IRU HIILFLHQW (9 VIVWHP RSHUDWISB®\ IRU WKH HOHFWULF VWHHULQJ V\VWHPMRILWKH IXWXUH ZKLFK ZLOO
XOWLPDWHO\ UXQ ZLWKRXW D PHFKDQLFDO7 KM ISMUNV®LVFRRO XSFUH PGP H]BHNQRIDFHY LQ D
7HPSHUDWXUH PRQLWRULQJ DV VWHHU E\ ZLUH EH\RQG KRUVHSRZHU FRPIRUW IHDWXUHV DQ
5HDO WLPH WHPSHUDWXUH PRQLWRULQJ RI ERWK WKH EDWWHU\ GULYLQJ DQG \HDUV OLJKWLQJ KDV HPHUJHG DV D SRZHUI;
FKDUJLQJ PRGHV DQG WKH FDELQ DOORZVOHRWHMDNUVHQWREUD,&M XDUHP WROSS\R WARLQJ WK HO BEBWQRUDVKLIR G UL LQD RYPWULIRDFH DQG
PD[LPL]H FRPIRUW ZKLOH PLQLPL]LQJ HQHUWIQ&YWH DOUHDG\ LQWHIJUDWHG LQWR VRPMHRHW KH{ IRRMHWW DGYDQFHG H
VWHHULQJ DQG H EUDNLQJ V\VWHPYV
&XUUHQW FRQVXPSWLRQ PRQLWRULQJ JURP WKH LQVLGH RXW OLJKW LV WUDQVIRU
&RQWLQXRXVO\ PRQLWRULQJ WKH FXUUHQWWHHIA Q) WKHHOFERSUWVYRQWQG WRUTXH SHQFHORYH DQG LQWHUDFW ZLWK WKH YHKLFC
HQDEOHV ILQH WXQLQJ RI WKH V\VWHP KH D\ HWP ¥ HRGHRIDWWRIQ QKOPKWH WKH GULY HUWKHQMMNON LRW B LSIKMALYHWHW AHQWQALWK HI[I
UHGXFHV LWV HQHUJ\ FRQVXPSWLRQ FRPPDQGV HQVXULQJ VPRRWK DQG UHVSRQVRGH YGHLFBHVFRQ® ULRQ ZKBWLRQ LQLWLDYV
WKH GULYHU LV H[SHFWHG WR EH LQ FKDUDS RO WKHMWYRKRVFWRR HVSHFLDOO\ ZKHQ DHV!
)DVW FKDUJH FXUUHQW PRQLWRULQJ
$FFXUDWHO\ PHDVXULQJ FXUUHQW GXULQJ%DDRWH &S AKBDOJISRY LW LRIDX ¥ HDY LVOR ,QWHULRU DPELHQW OLJKWLQJ
HQVXUH VDIH DQG HIILFLHQW EDWWHU\ FKBOWIQR X IKX WIKQY ZKH.E B OVKH OHHWURDIDG RQ GPE GHKOWWRLUKWH QH FWDYWHE UD RR®E HQKD
PDQDJHPHQW V\VWHP SOD\V DQ LPSRUWDQWORRO®J WKH YHKLFOH GRZQ ZKLOH UHFKDWULYQHUNIKRHFXDWWHU\ SUHFLVH
SHGDO SRVLWLRQ GHWHFWLRQ UHPDLQV FULWLFDO WR UHSRUW WKH GULYHU V
9DOYH DQG SXPS SRVLWLRQLQJ DQG FRQWBRPPRQG DQG WR HQJDJH WKH EUDNLQJ V\Y@LPDWHKNB UDLGQWWHQQ J

"\QDPLFDOO\ DGMXVWLQJ WKH SRVLWLRQ DRIEVREB UBHW VRQOHRV\ YODOEY AR FOR G W $QLPDWHG DPELHQW OLJKWLQJ VHTXHQFHV C

SXPSV DOORZV IRU WKH SUHFLVH FRQWURO Rl UHIULJHUDQW IORZ RSWLPL]LQJ DQG G\QDPLVP PDNLQJ WKH GULYLQJ H[SHUL

VA\VWHP SHUIRUPDQFH 7KH OHOH[LV PRWRW\WHHYHQY SDRIG SRWLUWPRQ\VHQVLQJ LQWHUDFWLYH DQG HQJDJLQJ VHWWLQJ SUH

FRQWULEXWHY WR WKH VXFFHVV Rl WKHVH5WPDUWLPHFKINVGERGNFRQIWKH VWHHULQJ UPFGILY BRVLWLRQ DOORZV IRU

FRPSRQHQWV DFFXUDWH WUDMHFWRU\ FRQWURO D FUXFLDO HOHPHQW IRU VDIH DQG VWDEOH
DXWRQRPRXV GULYLQJ / DQG EH\RQG 'D\WLPH UXQQLQJ OLJKW '5/

( VWHHULQJ DQG H EUDNLQJ ORUH WKDQ MXVW VDIHW\ IHDWXUHV '5/V KD

7KH SDWK WRZDUGV YHKLFOHV ZLWK KLJKHRAUUDNYBO \F RO IDSHUR RWPL WY ROKDIDG IRUFH VWARQNWRPHQWY 8QLTXH '5/ VLIQDWXUHV QRW
OHYHO / DQG EH\RQG IRU $'$6 LV SDYHG @RWKWFRX.QW CHDWOL SHU SRVLWLRQ DQG DSSDOMB ERFRHP i Q QX WHDWQ WRQ WHR Q@ OGIGDEOH EU
DSSOLFDWLRQV IRU DGYDQFHG VHQVRUV DQG HIILFLHQW H EUDNLQJ JODQFH

5RWRU SRVLWLRQLQJ IRU HOHFWULF PRWRENWDU OLJKWLQJ

7KH HOHFWULF DFWXDWLRQ IRU H VWHHULQQ DGGLKERQ NR JVKH ORBY GO RO HPWIKWLQJ

PRWRUV $FFXUDWH URWRU SRVLWLRQ VHQVILIXWINO ORZAMN IRUIRSW VP DW PRKWHWREDFN RI D

FRQWURO SOXV VDIH DQG HIILFLHQW VWHDQIQV DG®W\ERQ WIQH VRDMEHRM DU OLJKWLQJ L
FRPPXQLFDWLRQ WRRO 1RW RQO\ GRHV LW L
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DGGV D WRXFK RI I0ODLU DQG SHUVRQDOLWS$ OWR HNKHDYHIKY FIORMRVEUBDW SURILOH %H\RQG ODERU URERWVY EULQJ D VROXWLRQ
FRQWULEXWLQJ WR D GLVWLQFWLYH DSSHOKBQFHDQVSRUWDWLRQ ODQGVFDSH LV XQGORERDQJHEB IRUDGL YK FK DIWORBERDHDWLRQ

E\ WKH XUJHQW QHHG IRU PRUH VXVWDLQDERERWORWHEQWLTDXWKIG/YQBNBUDY LQ WKL\
/RJR DQG JULOOH LOOXPLQDWLRQ LQ DGGLWLRQ WR DXWRPRWLYH HOHFWULIKE]WWERX YD G\@ M UQR@RY GWAR RUOS MY W D R HAVD \
7KH VDPH DSSOLHV WR WKH LFRQLF ORJR FOI® WHIUOYW D ZK L RKI DWIHQQ D GR.YHWUWH UDQ HQRXBE@L RQVWHWKDW GJ B G R CDGAWKRZD OL W\ $ ¢
MXVW LGHQWLI\LQJ PDUNHUV WKH\ DUH UHBMOPRIHHIWR@WLWYWRRAUY ZKHQ OLW 7KH\ DQG DGDSWDELOLW\ DOORZ IRU UDSLG SURG

LOOXPLQDWH ZLWK VLIQDWXUH FRORUV DQG SDWWHUQV UHLQIRUFLQJ EUDQG PDQXIDFWXULQJ IRVWHULQJ FRPSHWLWLYHQ
LGHQWLW\ DQG FUHDWLQJ D VHQVH RI H[F@X\OHLW\Z SQWFLWR BRGYWHIDW WMKRVH RSWLRQV LQWR RSSRUWXQLWLHY WDUJHWLQJ
LQVWDQW UHFRJQLWLRQ HOHFWULF ELF\FOHV H ELNHV SHGHOHFV )URPHRWW IUHPRWRYHRROGIMP LWHG IRRWSULQW
VEFRRWHUYV ZKHHOHUV GURQHV DQG HXWRUWQW VHQVRUV ZH KDYH WKH DPELWLRQ
%H\RQG DXWRPRWLYH SRUWIROLR DQG ZH DUH LQYHVWLQJ LQ PXOV

‘H DUH DOUHDG\ LQYROYHG LQ DOWHUQDWGHY PEREERPHQYWWKURXJIK WKH
([SDQGLQJ EH\RQG DXWRPRWLYH LV D FRUD YS\OULIFW WIIRFQI RFXRWX U KSAFFKLMIAR@W VSHHG DQG FXUUHQW VHQVRUYV

GULYH RXU IXWXUH JURZWK %\ OHYHUDJLQJ WRGD\ V OHOH[LY WHFKQRORJLHV 'LIJLWDO KHDOWK

DQG IRVWHULQJ LQQRYDWLRQ ZH DUH ZHOG BRNUWIRQHG IRU WRPRUURZ V 7KH KHDOWKFDUH ODQGVFDSH LV XQGHUJRLQ

VXFFHVYV 2XU ZRUOG IDFHV WZR FRQYHUJLQJ FKDOOBQIMMQDE) DHYRU SA SNHODWILHR@GYV DQ DJIJLQJ ¢
ZLWK LQFUHDVLQJ GHPDQG IRU VXSSRUW BRGHD VRAOFDRIFLWRIROPERBUFDFUBMYVRQQHO F

6XVWDLQDEOH ZRUOG YDULRXV LQGXVWULHYVY 7KHVH LVVXHV FD OKHRWUWLKFQ@R HDRMRIWWHVY RQXCWILR QQRFDRBVHG DZ

‘H ODXQFK LQQRYDWLYH LQLWLDWLYHV ZKIURERWGEW VY WRHUIUOH QW QHHREZ HRUUXO IREFH @GRLVHG WR DGGUHVYV WKHVH
VHQVLQJ DQG GULYLQJ VROXWLRQV WKDW FIXPLOOONDMWN HQHUJ\ HIILFLHQF\ DV ZH
WUDQVLWLRQ WR D PRUH HOHFWULILHG ZRUOG (QHUJ\ HIILFLHQF\ LV QRW MXVW D ,Q WKLV G\QDPLF HQYLURQPHQW GLJLWDO Kt
WHFKQRORJLFDO FKDOOHQJH LW LV D VRFEREFOWVLEPSH UMW UHDVLQJO\ SOD\LQJ D YL WD QR ORUJ P Q VDIWWH. VRULFH R Ki i MGG HLLQOR R Y D W
DQG WKRVH ZLWK GLVDELOLWLHV )URP UHRIEQOHWDNM RQG REBWRNYH FDUH IRU HYHU\R:
,Q WRGD\ V OHOH[LV SURGXFW SRUWIROLR IHWJRMNR®HVFRQVHQYWDMQ BLSRVQVEBKRQYLFDO WKHUDS\ WR VHUYLFH URERWYVY WKDW
VHQVRUV DQG PRWRU GULYHUV ZKLFK DOUKHBGS ZROM UG E XG\HWDR NP\D NLKGHVH URERW L F $F'VR® BIIHQH RSO \R DI @ B\ ROQFFK) BIIKB\H GV KH QHHG |
VA\VWHPV DV HQHUJ\ HIILFLHQW DV SRVVLE®MSSRUW SURPRWLQJ LQGHSHQGHQFH DQG WG ®WDWL Y KDFDLUW RHFRAHY SDUDPRXQW
WHPSHUDWXUH VHQVLQJ FDSDELOLWLHV FDQ
‘H DUH DOVR H[SORULQJ QHZ VHQVLQJ DQGSBWRYV @ MRIHKWDR QN RIHDGERYVWWR HV |URR WD QX DFOWX WELHOW HFRY SRWHQWLDO KHDOWK
KLJKHU HQHUJ\ HIILFLHQF\ IRU PDMRU HOHEKWLQWKXG DAVWEBERXFKPWWDJIHYV DUH F U HPMNQIIH ERKMHN O HRZHF KM KQA\Y K HUKIQJ QRW RQO\
LQGXVWULDO PRWRUV KHDW SXPSV LQYHBWRGXAWUYUMQHZDE OHREZGWKUJI&ROODERUDWLXWH DRER WK GKRERWW UDLK RWL & BID@WKFD UL

SURGXFWLRQ DQG PRUH WKLV JDS ZRUNLQJ VDIHO\ DORQJVLGH KXPDQV WR DXWRPDWH UHSHWLWLYH
WDVNV LPSURYH HIILFLHQF\ DQG IUHH XS 7KOMPBRDURFUNWN RY PRIG KADB&HHUVRQQHO LV D .
OHYHO DFWLYLWLHV UXUDO DUHDV 'LJLWDO KHDOWK VROXWLRQV

SRZHUHG GLDJQRVWLFV FDQ EULGJH WKLV JD
%\ DGGUHVVLQJ WKH FKDOOHQJHV RI DILQKISRGWE&PEWLR GV PIGIE \VOAREDPWY UHPRWHO\ LP.
VKRUWDJHY URERWY FRERWY DQG KXPDQRHGURERWW KDUWMHS WIKAH CSLRAS B Q VW DDV
WR LPSURYH TXDOLW\ RI OLIH ERRVW HFRQRPLF JURZWK DQG VKDSH D
VXVWDLQDEOH IXWXUH %\ DXWRPDWLQJ WDVNV DQG UHGXFLQJ UHOLDQFH RQ
PDQXDO ODERU URERWLFV FDQ FROQWULEXWH WR D PRUH VXVWDLQDEOH DQG
UHVRXUFH HIILFLHQW IXWXUH
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7TUDGLWLRQDO KHDOWKFDUH PRGHOV RIWHQ IDFH DFFHVVLELOLW\ FKDOOHQJHYV
HVSHFLDOO\ LQ UHPRWH DUHDV 'LJLWDO KHDOWK RIITHUV VROXWLRQV OLNH PRELOH
KHDOWK DSSOLFDWLRQV DQG SRLQW RI FDUH 3R& GLDJQRVWLFV WKDW FDQ
GHOLYHU FDUH FORVHU WR SDWLHQWY UHJDUGOHVV RI WKHLU ORFDWLRQ 7KLV QRW
RQO\ LPSURYHVY DFFHVVLELOLW\ EXW DOVR UHGXFHV WUDYHO FRVWV DQG
SRWHQWLDOO\ ORZHUVY RYHUDOO KHDOWKFDUH FRVWYV

7KH &29," SDQGHPLF VLJQLILFDQWO\ LQFUHDVHG DZDUHQHVV RI KHDOWK

DQG ZHOO EHLQJ ,QGLYLGXDOV DUH LQFUHDVLQJO\ WDNLQJ FKDUJH RI WKHLU
KHDOWK VHHNLQJ SHUVRQDOL]JHG VROXWLRQV 'LJILWDO KHDOWK HPSRZHUV
LQGLYLGXDOV ZLWK WRROV IRU VHOI PRQLWRULQJ GLVHDVH PDQDJHPHQW DQG
SUHYHQWDWLYH FDUH SURPRWLQJ D SURDFWLYH DSSURDFK WR KHDOWK DQG
ZHOO EHLQJ

7RGD\ OHOH[LV PDLQ FRQWULEXWLRQV WR GLJLWDO KHDOWK VHQVLQJ LV ZLWK
IDU LQIUDUHG ),5 WHFKQRORJ\ IRU PLQLDWXUL]JHG FRQWDFWOHVYV
WHPSHUDWXUH VHQVLQJ LQ ZHDUDEOHVY VPDUWSKRQHY DQG PHGLFDO
GLDJQRVWLFV HTXLSPHQW

%H\RQG WHPSHUDWXUH VHQVLQJ ZH DUH UXQQLQJ RSHQ LQQRYDWLRQ
SURJUDPV LQWHUQDOO\ DQG H[WHUQDOO\ ZLWK D SULPDU\ IRFXV RQ
ELRVHQVLQJ WHFKQRORJLHV

%LRVHQVLQJ VROXWLRQV LQWHJUDWH LQWR ZHDUDEOHV SDWFKHV ILWQHVV EDQGYV
HWF DQG ZLOO RIIHU D ZLGHU UDQJH Rl KHDOWK GDWD HQDEOLQJ SHUVRQDOL]HG
LQVLIJKWY DQG LQWHUYHQWLRQV %LRVHQVLQJ VROXWLRQV LQ 3R& DQG LQ YLWUR
GLDJQRVWLFV ,9' GHYLFHV ZLOO SURYLGH UDSLG DQG DFFXUDWH GLDJQRVHV

DW WKH SRLQW RI FDUH IXUWKHU LPSURYLQJ DFFHVVLELOLW\ DQG HIILFLHQF\

'LJILWDO KHDOWK KDV LPPHQVH SRWHQWLDO WR WUDQVIRUP KHDOWKFDUH
GHOLYHU\ RIIHULQJ VROXWLRQV IRU WKH FKDOOHQJHV RI WRGD\ DQG SDYLQJ WKH
ZD\ IRU D IXWXUH ZKHUH SHUVRQDOL]J]HG DFFHVVLEOH DQG DIIRUGDEOH
KHDOWKFDUH LV D UHDOLW\ IRU DOO $V WHFKQRORJ\ FRQWLQXHV WR HYROYH ZH
FDQ H[SHFW HYHQ PRUH LQQRYDWLYH DSSOLFDWLRQV RI GLILWDO KHDOWK
RSHQLQJ D QHZ HUD RI HPSRZHUHG LQGLYLGXDOV DQG SURDFWLYH

KHDOWKFDUH PDQDJHPHQW

$SSHOQGL]



7DFOH RI $W D SFRXW YIQDQFLDO RRIUSRUDWH
FROWHQWYV JODQFH NDHOH[LV IITHSRUW JRYHUQDQFH FSSHQGL]

XVWDLOQDELOLW\
HSRUW

IHWWHI] ILURP WKH (6* &RPPLWWHH
*HQHUDO GIVFORVXUHV
(QYLURQPHQWDO UHSRUW

(8 7DIRQRP\

FRFIDO UHSRUW

*RYHUQDQFH UHSRUW



7DFCH RI $W D SFRXW EXVWDICDELOLW\ YITQDQFLDO &RRUSRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHIUQDQFH $SSHQGL]
4 H\ PDWHUILD®@ WARSNAYROGHL HAIDYHPROWHQWMIARABROW KW IRMNWIIQDQFH UHSRUW

I[HWWHU IURP WKH
(6* &SRPPLWWHH

$V ZH QDYLJDWH DQ HYROYLQJ ZRUO GO0H®HIHY LAR FRPPAHOMHWRVHQYLURQPHQWDO L
WR SHRSOH DQG SODQHW UHPDLQV VWHERCHOWRYWYRPWEYE LK ERAKOHZ EXLOC

LQ WKHVH YDOXHV DUH SDUW RI R?UDH%H%BBﬁ@AﬁUh&H IRU JUHDWHU HQHUJ\
FRYHU\ V\V 1{ HSHU LPSOHPHQWHG

UH
GHFLVLRQV DQG VKDSLQJ RXU DFWLRQ RX U’ Iﬁbgg\Llj:HégL \]N WR VXVWDLQDELOLW
VWDQGDUGV DQG WHUPLQRORJ\ PD\ HYROYH RXU FRUH SULQFLSOHV

DQG RXU SURDFWLYH DSSURDFK KDYH :EHHHE@RIRQMLWMHRWHQW FKDOOHQJH RI FO
DFWLYHO\ ZRUNLQJ WR UHGXFH JUHHQKRXVH
‘H EHOLHYH LQ WUDQVSDUHQF\ DQG DFFRX®W ODFELIGPIDW H 2D R 8 B ILRODOFKWIDIWLRQ :H EHOLH
VFLHQFH EDVHG DQG HYLGHQFH GULYHQ :HNGIHKRBODRILHNG BENR GKHOW GRXWHV DQG DLU F
VRXUFHV VXFK DV 2XU :RUOG LQ 'DWD WRDQGRHPLIFAHQWGHDQVERDOBEYDODOOBSURYH SHR
EXLOG RXU RZQ UREXVW GDWD VHWV :H DUKDIUGWVIOLSD/IBLOVAMKDQHHQZBOKPQWH 7KLV KD
DQG EHOLHYH LQ WDQJLEOH DFWLRQ DQG FIRTGMIUGHERMKOA IFRDURYIHPHOWVY R WHRU* +* HPLVVLR
PHUH UKHWRULF XQGHUVWDQG WKDW ZKLOH &2 UHGXFWLRQ L
HPLVVLRQV LV HTXDOO\ LPSRUWDQW IRU WKH
2XU YDOXHV DUH QRW MXVW ZRUGV WKH\ DULOK WKIHVIREW & DWLBRQHRFRXRLWWHG WR D KRC
RSHUDWLRQV 7KH IROORZLQJ H[DPSOHV GHRRQWWQPWEVWXW VR PEZDWBN QWS
WR (QYLURQPHQWDO 6RFLDO DQG *RYHUQDQFH (6* :H FKDPSLRQ
LQFOXVLRQ SURPRWLQJ HTXLWDEOH WUHDWRHBOXWDEQW TX D0 [RYRPY WXIFLMARUN OHDYH
7KLV FRPPLWPHQW LV GHHSO\ LQJUDLQHG L@QWKU SUNWRWL RMJQHPQOMYKB WKDW KDV EHH
E\ RXU JHQGHU EDODQFH LQ WKH %RDU&RRIP LMW RQPRENWVVEIRQB FEHGRBW RU LQGXVWU\ D
TXRWDV ZHUH HYHQ FRQVLGHUHG :H UHVSHHIYXWOM/ RQYEBROHRW)\ ZH WDNH D SUXGHC
FRQVWDQWO\ VWULYLQJ WR PLQLPL]H RXU DREADPWHORGIRH AWROIGWMEMHREHLQJ +RZHYHU
EXVLQHVV HWKLFDOO\ D SULQFLSOH WKDWVKPVYRHXQGKBWRUVL@QEXVEDN RYHSLYRWDO LQ C
DXWRPRWLYH VHFWRU WRZDUGV VXVWDLQDEC
2XU EXVLQHVVY PRGHO LWVHOI HPERGLHV WHKHRVRPYSDO/XHYJ2XRZIRBXYER@ HPLVVLRQV DXW
PLQLDWXUL]DWLRQ DQG LQWHJUDWLRQ HQIFBGHE IRXILWWEXWW R BIGUNOW R WU IHD WHHIKLFOH WHI
V\VWHPV ZLWK IHZHU FRPSRQHQWYV OHVV PLRQNMULIDEXWYRIJHW R QG @QRYPIVMLIHWHFKQRORJ
IRRWSULQW 7KLV WUDQVODWHY GLUHFWO\DLFRIW.R QHGHWHE OM RR XK EHRAKGHLSIOH WH RAK D UH G
DQG D PRUH VXVWDLQDEOH DSSURDEK EHOLHYH WKDW RXU WHFKQRORJ\ SOD\V D YL
IXWXUH DQG ZH DUH GHGLFDWHG WR EHLQJ ¢

OHOH[LV (6* &RPPLWWHH



7DFOH RI SW D SFRXW
FROWHQWY J10DQFH NHOH[LV

EXVWDICDELOLW\ YITQDQFLDO &RRUSRUDWH
IITHSRUW IIHSRUW IJRYHIUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHQWMIARABROW KW IRNWIIQDQFH UHSRUW

*HQHUDO GLMP@GRVXUHYV

$p\D JHQHUDO QRWH ZH DUH FRPPLWWHG WR WKH FRQWLQXRXV L
% D V L V I R U S U H S D U D W L RG WDLQDELOLW\ UHSRUW D SULQFLSOH WKDW KDV JXLGHG RXU [
%3 %DVLV RI VXVWDLQDELOLW\ VWDWHPHQW

OHOH[LV LV GHGLFDWHG WR EXLOGLQJ D VXVWDLQDEOH IXWXUH 7RX$JyH s XY W R UQDELD b WO BIEH SRUWN EW O RidH K KD LRKYWAVKH \HD U
WKLV FRPPLWPHQW DQG WUDQVSDUHQWO\ GHWDLOV WKH SULQFb§AH PO LBGRHEWKR R ¥ I LYW Mty R/@MDAi MRV R GGG WWH G 1L (
FRPSUHKHQVLYH RYHUYLHZ RI RXU VXVWDLQDELOLW\ SHUIRUPD @b W R B HHKAH USHSRAOWR v KD U FH®@WEY R IiIHFKIR ERRB SDQ\ DQG LWV
ZH UHSRUW IRU WKH ILUVW WLPH LQ DFFRUGDQFH ZLWK DUWLARP B RQ |IL @@ B WHH BRASPRILYY wBREV WKDW VDPH VFRSH
$VVRFLDWLRQVeé &RGH LQFOXGLQJ FRPSOLDQFH ZLWK WKH DSSOLFDEOH (XURSHDQ 6XVWDLQDELOLW\ 5HSRUWLQJ
6WDQGDUGV (656 7KLV LQFOXGHYV 7KLV DSSURDFK RI XVLQJ D FRQVROLGDWHG EDVLV FRYHULQJ WKH
FOHDU DQG FRQVLVWHQW SLFWXUH RI RXU ILQDQFLDO DQG VXVWD
I FRPSOLDQFH RI WKH SURFHVV FDUULHG RXW WR LGHQWLI\ WPWHW Y HW QIRHEG PR H H SRAYW HENHY WIRHHDVLHU WR XQGHUVW
6XVWDLQDELOLW\ UHSRUW WKH @3URFHVVé LV LQ DFFRUGXQFH. AEWAKWW ISRy G AV K bSW\ER QSR I W \RRW UL R YAHRWID PKEBS EXVLQHV\

52 @
&RYHUDJH RI YDOXH FKDLQ
i FRPSOLDQFH RI WKH 6XVWDLQDELOLW\ UHSRUW ZLWK $UWLFOH RI (8 5HIXODWLRQ WKH
€7D[RQRP\ 5HIXODWLRQEg JRU WKH SUHSDUDWLRQ RI RXU 'RXEOH ODWHULDOLW)\ $VVHVVPHQ\

RSSRUWXQLWLHYV XH EBRVGEHUHDBORH FKDLQ LQFOXGLQJ VXSSOL!
7KH FRQWHQWYV Rl WKH 6XVWDLQDELOLW\ UHSRUW ZHUH VXEMH R WRoD R | BXW t/& PVUAX UDQF HUH SR WX OEEG RWGWP Qg XEKQJ 7
6% ( S5HYLVHG 7KH ,QGHSHQGHQW $XGLWRU eV 5HSRUW RQ BHUPRWH® $\WWMX VBB K WY DIFPHMIWVFBRQGEEN FRQVXOWLQJ PDWHUL
IR’G RQ SDJH

‘H ZRUN FORVHO\ ZLWK RXU VWUDWHJILF VXSSOLHUV WR HQVXUH W
7KH FRQVROLGDWHG VXVWDLQDELOLW\ VWDWHPHQWYV DUH SDUW,BWWKHDFRP BB @\ PDhBXRYRP% G DYIH GHGH @ ¥ R HRWYER XIS RY WX VWDLQD
ZKLFK ZDV DXWKRUL]JHG IRU LVVXH E\ WKH %RDUG RI 'LUHFWRUVSRRPRARDHKD FLUFXODU HFRQRP\ E\ PLQLPL]LQJ ZDVWH DQG PDJLI

%DVHG RQ H[WHQVLYH UHVHDUFK GDWD DQDO\VLV DQG VWDNHKROWG H FRUW JH RIHQWR X\ K- SAHBRING M R 25 BB R%SY FWXUH RI KF
VXVWDLQDELOLW\ LQLWLDWLYHV DQG WKHLU LPSDFW W UHIOHEW\ R & UF®WHE WWEL RIS WRYWE P @ X 5DV b DS D6 ERX @WB EW EWY
WKURXJKRXW RXU RSHUDWLRQV DQG YDOXH FKDLQ VXFFHVVIXO DQG VXVWDLQDEOH IXWXUH

1R LQIRUPDWLRQ RQ LQWHOOHFWXDO SURSHUW\ NQRZKRZ RU U'G'RXU 6XVWDLQDELOLW\ UHSRUW ZH XVH WKH RSWLRQ WR RPLW
6XVWDLQDELOLW\ UHSRUW 6 %0 (656 ( (656 ( (656 6 (656 6 (656 6 (656 6 (65

6 LQ DFFRUGDQFH ZLWK $SSHQGL[ & RI (656
‘KHUH PHWULFV KDYH EHHQ UHSRUWHG SUHYLRXVO\ FRPSDUDWLYH LQIRUPDWLRQ LV SUHVHQWHG 7KH FRPSDUDWLYH

LQIRUPDWLRQ LQ WKH VXVWDLQDELOLW\ VWDWHPHQW DQG GLVFORVXUHVY UHODWHG WKHUHWR DUH SUHVHQWHG RQ D YROXQWDU\
EDVLVY DQG KDYH QRW EHHQ VXEMHFW WR UHDVRQDEOH RU OLPLWHG DVVXUDQFH SURFHGXUHV XQOHVV VWDWHG RWKHUZLVH

LQ WKH UHOHYDQW VHFWLRQV RI WKH 6XVWDLQDELOLW\ UHSRUW )RU QHZO\ LQWURGXFHG PHWULFV WKH FRPSDQ\ PDNHV

XVH RI WKH WUDQVLWLRQDO SURYLVLRQV IRU WKH ILUVW \HDU LQ DFFRUGDQFH ZLWK (656



7DFOH RI SW D SFRXW EXVWDI CDELOLW\ )IQDQFLDO RRIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHIUQDQFH $SSHQGL]
4 H\ PDWHUILD®@ WARSNAYROGHL HAIDYHPROWHQWMIARABROW KW IRMNWIIQDQFH UHSRUW

6 S H F L I L F F L U F X P VW D Q F HVUFHV RI HYWLPDWLRQ RXWFRPH XQFHUWDLQW\ D

2XU UHSRUW LQFOXGHV VRPH XQDYRLGDEOH XQFHUWDLQWLHV HVS
%3 SURGXFWLRQ DQG VDOHV YROXPHV DQG DVVRFLDWHG FRQVXPSWL
XQFHUWDLQW\ LV WKH LPSDFW DQG FKDQJH RI (6* SHUIRUPDQFH RI
,Q WKLV 6XVWDLQDELOLWY UHSRUW VWUXFWXUHG LQ DFFRURBRB B W LRKVWKKHWH B 8 HDLQ COVMNIHHP E L O MV RUIWY RWWR-®3 RXU FR
6WDQGDUGV (656 JXLGHOLQHV OHOH[LV GHWDLOV WRSLF E\ WRYHF KRAYBWAIRGOF FWHEXBRYRQFHIOFBHPBORBBH QWY DQG WKH DY
DIIHFWHG RXU VXVWDLQDELOLW\ HIIRUWV %\ SURYLGLQJ WKLV RIRUPEPWILRQ WKURXIKRXW WKH GRFXPHQW ZH RIIHU DQ
LQVLIJKWIXO SLFWXUH RI RXU SURJUHVV DQG FKDOOHQUJHYV
"HVSLWH WKHVH FKDOOHQJHV ZH DOZD\V HQVXUH ZH PDNH UHDVRC
$V D JHQHUDO UXOH DOO H[LVWLQJ SROLFLHV DQG WDUJHWYV IRERBBFE K PRWMH B bBOF K65 WLXVEWIRSA FE RYVIXP HUF@RY D6 Z LINIR- Q) WK K \
UHVSHFWLYH WRSLFDO VHFWLRQV RI RXU 6XVWDLQDELOLW\ UHSRWMWPSWLRQV DSSUR[LPDWLRQV DQG MXGJHPHQWY KDYH EHHQ SU
E\ VXEMHFW PDWWHU H[SHUWV :KHQ HVWLPDWLRQV KDYH EHHQ XV
7LPH KRUL]JRQV UHODWHG WR WKH PHWULFV GLVFORVHG LQ WKH 6XVWDLQDELOLW\
ZLWKLQ HDFK WRSLFDO FKDSWHU 7KLV DOORZV XV WR SUHVHQW D
OHOH[LV DOLJQV LWV UHSRUWLQJ WLPH KRULJRQV DFFRUGLQJ W&HWY KU R D EHDE®Q(® 5K WXUHRIAMH-RRY WR HQVXUH
VXVWDLQDELOLW\ VWUDWHJI\ EDODQFHYV LPPHGLDWH DFWLRQ ZLWK ORQJ WHUP YLVLRQ :H DGGUHVV VXVWDLQDELOLW\ RQ
WKUHH KRUL]JRQV ,Q UHSRUWLQJ IRUZDUG ORRNLQJ LQIRUPDWLRQ LQ DFFRUGDQFH Z
WR SUHSDUH WKH IRUZDUG ORRNLQJ LQIRUPDWLRQ EDVHG RQ GLVF
i 6KRUW WHUP UHVHDY WR LPPHGLDWH FKDOOHQJHV FRQVLGHYLRRZWiKHyXDRHWEPERKR UEDHI RW MHHDFWLRQV E\ WKH FRPSDQ\
UHSRUWLQJ SHULRG LQ WKH ILQDQFLDO VWDWHPHQWYV L Hp®PRXPLSEDWH® R YHOMPAEHYHTXHQWO\ GR QRW RFFXU DV H[SHFWHG
I OHGLXP WHUP IRFRVYMY RQ FXUUHQW SULRULWLHV UHYVSRRS&E ®F WRRRDXUN K BMWCKIFPPVIR @R W QPW RFFXUUHG DQG PD\ QHYHU RFF
HYROYLQJ UHJXODWLRQV 7KLV HQVXUHV ZH DUH DGGUHVVLQJ WKH PRVW SUHVVLQJ VXVWDLQDELOLW\ LVVXHV
I /RQJ WHUP | ORRNW WR WKH IXWXUH DOLJQLQJ RXU VXVWRBHRELD LW\FRPRUMYHGE WR DEH EWROEFME FKDQIHV GXH WR HYRO)Y
REMHFWLYHV IRU HQYLURQPHQWDO DQG VRFLHWDO LPSDFWp@HLAROWR DK XY IR - BQ W HULEWW i VD DGRRR XU VXVWDLQDELOLW)\
VXVWDLQDEOH ZRUOG WRPRUURZ
&KDQJHV LQ SUBHQDDUWMULIRDO SULRU SHULRG HUURUYV
7KLV DSSURDFK DOORZV XV WR EH ERWK UHVSRQVLYH DQG SURDFWLYH LQ RXU VXVWDLQDELOLW\ MRXUQH\
JROORZLQJ WKH SXEOLFDWLRQ Rl WKH &RUSRUDWH 6XVWDLQDELO
9DOXH FKDLQ HVWLPDWLRQV DQG PHWULFV XSGDWHG LWV VXVWDLQDELOLW\ UHSRUWLQJ DQG SHUIRUPHG D IX
ILUVW WLPH 7KLV PHDQV WKH IRUPDW DQG VWUXFWXUH RI WKLV \
7R DQDO\H RXU HQYLURQPHQWDO LPSDFW OHOH[LV WUDFNV NHE@PHIHWHY WRFKURY IRV ARBERQ + RGP UHEW UWILEYHRQ PDWHULDO
LQGXVWU\ DYHUDJHY DQG LQIRUPDWLRQ IURP RXU VXSSOLHUV WR PHDVXUH WKH LPSDFW RI RXU HQWLUH YDOXH FKDLQ
XSVWUHDP DQG GRZQVWUHDP 2XU 6FRSH *+* HPLVVLRQV DUH DVVHVVHG DQG GHWDLOHG XQGHU VHFWLRQ
,Q IRU WKH VHFRQG \HDU UXQQLQJ ZH XVHG WKH *UHHQKRXVH *DV 3URWRFRO PHWKRGRORJ\ IRU RXU 6FRSH
FDOFXODWLRQ XVLQJ D FRPELQDWLRQ RI VXSSOLHU GDWD DQG VSHQG EDVHG DSSURDFK

,Q IXWXUH ZH SODQ WR FRQWLQXH ZRUNLQJ ZLWK RXU VXSSOLHUV WR JDWKHU PRUH GDWD 7KLV ZLOO KHOS XV EHWWHU
XQGHUVWDQG RXU HQYLURQPHQWDO LPSDFW DQG WUDFN RXU SURJUHVV WRZDUG RXU VXVWDLQDELOLW\ JRDOV



7DFOH RI SW D SFRXW EXVWDI CDELOLW\ )IQDQFLDO RRIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHIUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHQWMIARABROW KW IRNWIIQDQFH UHSRUW

'LVFORVXUHVY VWHPPLQJ IURP RWKHU OHJLVODWLRQ RU UHSRUWLQJ VWDQGDUGYV

:KHQ FRPSLOLQJ OHOH[IMSRBWYRW LQFOXGH GLVFORVXUHYV IURP RWKHU VXVWDLQDELOLW\ UHSRUWLQJ

VWDQGDUGY $V IRU IUDPHZRUNV ZH XVHG WKH *+* SURWRFRO IRU FDOFXODWLQJ RXU 6FRSH DQG 1R

OHJLVODWLRQ RXWVLGH RI WKH (8 KDV EHHQ FRQVLGHUHG $ GHWDLOHG OLVW RI GDWDSRLQWYVY OLQNHG WR GLIITHUHQW (8
OHJLVODWLRQ DV LGHQWLILHG LQ WKH?2(656 GLVFORVXUHVY FDQ EH IRXQG LQ

,QFRUSRUDWLRQ E\ UHIHUHQFH

'LVFORVXUH 5HTXLWHHFMQWQ LQ WKH 6XVWDLQDELOLW\ UHSRUW /LQN WR SDUW RI UHSRUW H[WHUQDO GRFXPHQW,
(656 %3 %DVIV IRII SUHSDUDWLRQ JLODOQFIDO VWDWHPHQW

(656 6%0 AWIIDWHI1\ FXVIOQHVV PRGHO DQG YDOXH FKDLQ "KDW 7H GR

(656 6%0 NDWHIII DO I PSDEWYV _1IIVNV DOG RSSRINWXQIWIHV DOG WKHLU LQWHUDFWLRQ ZLWX ROIDIVDDTY WQ & EXNQYHVYV PRGHO

( 2X1I SROIFIHV LIHODWEG WR &OLPDWH FKDQJH (QYIUROPHQOWDO SROLF\

( 2X1l SROIFIHV IIHODWFEG WR &OLPDWH FKDQJH AXSSOIHII RRGH RI &RQGXFW

( (QHIII\ FROVXPSWLRQ DQG PLJ YIQDQFI DO VWDWHPHQW

( *IIRVV ARERSHV DOG WRWDO *+* HPLVVLRQV VIODOFI DO VWDWHPHQW

( "DWHII DOG PDLIOH IIHVRXIIEHY WRSLF E\ RXU VXSSOLHUV AXSSOIHII RRGH Rl &RQGXFW

( RROIFIHY UIHODWHG WR S5HVRXIUFH XVH DQG FLUFXODU HFRQRP\ (QYIIUROPHOQVAXG SRIHIFWRGH Rl &RQGXFW
( SEHVRXIIFH XVH DOG FIIUIEXODU HFRQRP\ DFWLRQV (OYILURQPHOWDO SROLF\

( 7DUIHWY IITHODWHG WR ZDVWH PDQDJHPHQW (OYIIIRQOPHQWDO SROLF\

6 RROIFIHY UHODWHG WR 2ZQ ZRUNIRUFH *OREDO RRGH [RISHAMGXF\EROLF\

6 (QID11 01 7IWK 270 ZRUNIRUFH *ORFDO &RGH Rl &RQGXFW

6 RUNIRIIFH WDUJHWYV *ORFEDO &RGH Rl &RQGXFW

6 RROIFIHY WR PDOQDIH PDWHIIDO I FSDFWV RQ YDOXH FKDLQ ZRUNHUV AXSSOIHII RRGH RI &RQGXFW

6 RIIRFHVVHV IRII HOID1I Q1 71 WK YDOXH FKDLQ ZRUNHUV DERXW LPSDFWV ASHDN XS RRAEGI HII RRGH RI &RQGXFW
6 RURFHVVHV WR IUHPHGIDWH QHIDWIYH IPSDEWY DQG FKDQQHOV IRU YDOXH FKDLQRERIDNHYIS/ SRR UBDLVH FRQFHUQV

6 71 PH FRXOG DOG RXWFRPH RULHQWHG WDUJHWYV AXSSOIHII RRGH RI &RQGXFW

6 RROIFIHV IITHODWHG WR FRQVXPHUV DQG HQG XVHUV *OREDO &RGH Rl &RQGXFW

* % XVIQHVVYV FROGX JIWIRSRAITFWIHVFRQ® XUH *OREDO RRGH FRISHAMNGXF\EROLF\

* SFWIRQV DOG IIHVRXIUFHV IIHODWHG WR &RUSRUDWH FXOWXUH "KDW 7H VVW/DQG IRU

* NDODIHPHOW RI IIHODWIRQVKLSY ZLWK VXSSOLHUV AXSSOIHII RRGH RI &RQGXFW




7DFOH RI SW D SFRXW EXVWDI CDELOLW\ )IQDQFLDO RRIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHIUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHQWMIARABROW KW IRNWIIQDQFH UHSRUW

*RYHUQDQFH 5ROHV DQG UHVSRQVLELOLWLHYV

2XU %YRDUG RI 'LUHFWRUV LQFOXGLQJ WKH $XGLW &RPPLWWHH

5ROH RI WKH %RDUG RI 'LUH I:WI-R\LLJJVV RI VXVWDLQDELOLW\ PDWWHUV 7KH %RDUG RI 'LUHFW

RYHUVHHLQJ WKH LPSDFWV ULVNV DQG RSSRUWXQLWLHY DVVRFL

D Q G ([H FXWLYH OD Q DJHPH Q \/\/ ¥RDUG RI 'LUHFWRUV DQG ([HFXWLYH ODQDJHPHQW VXSHUYLVH W}

LPSDFWV ULVNV DQG RSSRUWXQLWLHV PRQLWRULQJ WKH SURJU
HQVXULQJ D VIVWHPDWLF DQG VWUXFWXUHG DSSURDFK WR DFKLH

*29
s 0 G , G ,(i:DGGLWLITA& WR WKH i{;GLW &RPPLWWHH DQG 1RPLQDWLRQ DQG !
&RPSRVLWLRQ RI WKH %RDU RIMLUHFWRUV DQ ([ld VM['J\X\H Q")o) FC)E QV}{UHFWRUV 7KLY QHZO\ HVYWDEOLVKHG
PHPEHUY WKH 2D WKH 6 XVWDL LOLWN '"LUHFWR DWKH
$W OHOH[LV ZH KDYH VWUXFWXUHG RXU %RDUG RI 'LUHFWRUYV DQRGPE[LHW\),(VVMhY U&B)Y %EI—SPDH VMC(\;IVI?:DHVI\?EESI B?(UP I\é( v LVFX\tJVLJQJ OH(;JI
GLYHUVLW\ DQG D ZHDOWK RI H[SHULHQFH 7KH %RDUG RI 'LUHF%VRUV DLPV R DFKLHYH KH DUfQHVWV\;RVVLE I?
|T_|LVNV D %VRSSRL{WX LW%HV VVRELDWH LEWK RXU EXVLQHVV R
GLYHUVLW\ DQG FRPSOHPHQWDULW\ DPRQJ LWV PHPEHUV 7KLYV 5 RL HLBQ V|\<I|I_D|UN|_I|-|WSVR LFH \A]I)L(JI_DGI-\|/%LDQAI/-||_\|/GWL HW/IgRFDRUQGFUHWH 3V DW
WDNHY LOQWR DFFRXQW ZKHQ FRQVLGHULQJ D QHZ GMLPHHMHUVZF%(IRO%/&%DH% I):{(I h%hF%§§WERgEBV¥UVL FORVH FROODERUDVV.L;QQ 71
ZKRWKUBIBH ZRPHINX DBBH PHQ IURP GLYHUVH LQGXVWULHV QDWLRQD(%LWLH%/ FXBWX DO% FNJURXQGV
, EgORZ ZH KDYH RXW?LQH WKH UROHY DQG UHVSRQVLELOLWLHYV
DQG DJHV 2XU %RDUG RI 'LUHFWRUV WKHUHIRUH KDV D JHQGHU LYHUVLW\Y UDWLR R

&XUUHQWBNPEHUV KDYH D QRQ H[HFXWLYH UROH DV WKH &KLHI ([HFXWLYH 2I1ILFHU LV WKH RQO\ PHPEHU RI
WKH %RDUG RI 'LUHFWRUV ZLWK DQ H [ MWROURIHYWK R DVRRECDUAGH P HR E W K ¥ WDRIRHU H
LQGHSHQGHQW GLUHFWRUV

7KH %RDUG RI 'LUHFWRUV VHHV WR LW WKDW WKH FULWHULD PHQWLRQHG DERYH DUH FRQVLGHUHG ZKHQ SODQQLQJ DQG
PDQDJLQJ VXFFHVVLRQ RI WKH ([HFXWLYH ODQDJHPHQW

7KH PHPEHUVKLS RI WKH OHOH[LV ([HFXWLYH ODQDJHPHQW FKDQJHG LQ ,Q LWV FXUUHQW FRPSRVLWLRQ LW
FRQVLVWY RI D GLYHUVH WHDP RI WKUHH PHQ DQG RQH ZRPDQ ZLWK GLIIHUHQW SURIHVVLRQDO EDFNJURXQGV

7KH PHPEHUV RI WKH OHOH[LVY %RDUG RI 'LUHFWRUV DQG ([HFXWLYH ODQDJHPHQW KDYH D ULFK EDFNJURXQG RI
UHOHYDQW H[SHULHQFH LQ WKH VHPLFRQGXFWRU VHFWRU LWV SURGXFWY DQG JHRJUDSKLF ORFDWLRQV SURYLGLQJ
OHOH[LVY ZLWK WKH UHTXLUHG H[SHUWLVH WR DO HPEWR\WKM DDRGVFDSH LW RSHUDWHYV LQ

UHSUHVHQWHG LQ WKH %RDUG RI 'LUHFWRUV E\ RXU &KLHI ([HFXWLYH 2IILFHU DQG WKH 3HRSOH &XOWXUH 'LUHFWRU
LV LQYLWHG RQ D UHJXODU EDVLY WR WKH 1RPLQDWLRQ B5HPXQHUDWLRQ &RPPLWWHH )XUWKHUPRUH LQWHUDFWLRQ
ZLWK RWKHU UHOHYDQW 'LUHFWRUV LV JXDUDQWHHG RQ D UHJXODU EDVLV WKURXJK PHHWLQJV ZLWK WKH ([HFXWLYH
ODQDJHPHQW 7KHVH VHVVLRQV HQVXUH WKDW YDOXDEOH ILUVW KDQG LQVLIKWY DQG H[SHUWLVH DUH H[FKDQJHG
DPRQJ DOO OHYHOV RI RXU RSHUDWLRQV

7KH &22 UROH LV FXUUHQWO\ YDFDQW DQG WDNHQ XS DG LQWHULP E\ WKH &(2



7DFCH RI $W D SFRXW EXVWDICDELOLW\ YITQDQFLDO &RRUSRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHIUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHQWMIARABROW KW IRNWIIQDQFH UHSRUW

$XGLW &RPPLWWHH %RDUG RI 'LUHFWRUV (6* &RPPLWWHH 6XVWD LQ D E LO I—W\ P DWWH UV DC
$VVLVWV WKH %RDUG RI 'LUHFMWRRIMQHY OHOH[LY VWUDWNKSBERUWY WKH %RDUR?II l L U H F W R U V D Q G ( [ H F X W L Y H '

LQ LWV VXSHUYLVRU\ GXWIHWHEWKRQ DQG KDV DQ 'LUHFWRUV RQ (6* GLVFXVVHV
UHVSHFW WR WKH LOQWHUQROYHUDUFKLQJ UHVSRQVLELO(BW\DPELWLRQV ULVNV DQG
VXSHUYLVLRQ LQ WKH EURDGQGHOMXGLQJ IRU (6* RSSRUWXQLWLHYV *29
VHQVH LQFOXGLQJ (6* PDWWHUV
,Q OHOH[LV KDV FRQWLQXHG LWV MRXUQH\ RI HPEHGGLQJ VXV
RSHUDWLRQV $Q LPSRUWDQW DVSHFW RI WKLV XQGHUWDNLQJ KD
((HFXWLYH 0DQDJHPHQW HQJDJHPHQW RI WKH %RDUG RI 'LUHFWRUV DQG ([HFXWLYH 0DQDJ
PDWWHUV 7KH\ KDYH HQVXUHG VXVWDLQDELOLW)\ UHPDLQV D IRFEC
KHUH WKH OHOH[LV FRUSRUDWH
VWUDWHJI\ DQG (6% VWUDWHI\ PHHW SDUWLFLSDWLQJ LQ GLVFXVVLRQV DQG WKH GHFLVLRQ PDNLQJ SU

$W OHOH[LV WKH (6* 7THDP WDNHV WKH OHDG LQ FROOHFWLQJ DQG
(6* 7THDP PDWWHUV WR ERWK WKH %RDUG RI 'LUHFWRUV YLD WKH (6* &RPPI
XQGHU WKH UHVSRQVLELOLW\ RI WKH &)2

WHDP 7KH (6* &RPPLWWHH JDWKHUV DW OHDVW WKUHH WLPHV D\

7UDQVODWHV OHOH[LV (6 ODQDJHPHQW LV NHSW XS WR GDWH RQ UHOHYDQW VXVWDLQDELOL

DPELWLRQV LQWR FRQFUHWH

SODQV SROLFLHVY DQG LQLWLDWLYHV
WR FUHDWH D PHDQLQJIXO 0DQ\ WRSLFV DUH FRYHUHG GXULQJ WKHVH H[FKDQJHV RI LQIRUPD
JOREDO LPSDFW LPSDFWV ULVNV RSSRUWXQLWLHV PHWULFV DFWLRQV WKH HIIH

FRPSUHKHQVLYH DSSURDFK HQVXUHV WKDW DOO VWDNHKROGHUV

([SHUWV IURP OHOH[LV VXVWDLQDELOLW\ MRXUQH\

UHOHYDQW GHSDUWPHQWYV

3HRSOH &XOWXUH LQFOXGLQJ 6LWHYV &RQVLGHUDWLRQ RI ,PSDFWV 5LVNV DQG 2SSRUWXQLWLHV
PDQDJHPHQW 6DOHV 3URFXUHPHQW 7KH %RDUG RI 'LUHFWRUV DQG ([HFXWLYH ODQDJHPHQW DUH DZDU
2SHUDWLRQV /HJDO 4XDOLW\ c
&RPPXQLFDWLRQV HWF RSSRUWXQLWLHYV 7KH ([HFXWLYH ODQDJHPHQW WDNHV WKHVH LPSE

FRQVLGHUDWLRQ ZKHQ G VWUDWHJ\ &RQVHTXHQWO\ NH\ HOHPHQ
FRUSRUDWH VWUDWHJI\ LQFOXGH D VWURQJ HPSKDVLV RQ UHGXFL(
JRU OHOH[LV LW LV RI XWPRVW LPSRUWDQFH WKDW RXU %RDUGSODQHW LQ WKH SURGXFW VWUDWHJ\ DOG IRVWHULQ@J D UHVSRQV
WKH QHFHVVDU\ VNLOOV DQG H[SHUWLVH WR RYHUVHH VXVWDLQDELOLW\ LQLWLDWLYHV HIIHFWLYHO\ 2XU %RDUG PHPEHUV
DQG ([HFXWLYH ODQDJHPHQW KDYH GLUHFW DFFHVV WR LQGXVWU\WH[SHWWWDQGOSH YY) DR G IROQRZ JHEXODIRWWRLOLQHY DGGUH
SURJUDPV WR IXUWKHU GHYHORS WKHLU VNLOOV DQG VXVWDLQDEKOIWWKHH UHWRYWIUFIWBHGOLRS FidhH RV PRONHHU DO LIPFSDIFRVY U |
ULVNV DQG RSSRUWXQLWLHV DQG DGGUHVVHG ,Q WHUPV RI LPSDFW ZH ODXQFKHG D QXPEHU R
UHJDUGLQJ FDUERQ IRRWSULQW UHGXFWLRQ DQG ZDVWH PDQDJH
‘H WUXVW WKLV UHSRUW SURYLGHV D FOHDU DQG FRPSUHKHQVLYKIXKQVIWKW FRW 8OHQDHH WRRBS VWEB H QYK MR 0OHOH[LY RSHUDWHYV
VXVWDLQDELOLW\ DQG UHVSRQVLEOH JRYHUQDQFH RI RSSRUWXQLWLHY ZH FDQ KLJKOLJKW RXU HIIRUWYV WR VXSSRU\
WR IRVWHU VXVWDLQDEOH JURZWK $ IXO0 (BIANMVRFWDR/@ULDO ,52

OHOH[LV LV FRPPLWWHG WR QXUWXULQJ D FXOWXUH RI VXVWDLQD
FORVH FROODERUDWLRQ WKH %RDUG RI 'LUHFWRUV WKH (6* FRPI
FRQWLQXH WR VWHHU OHOH[LY WRZDUGV D PRUH VXVWDLQDEOH IX
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4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHQWMIARABROW KW IRNWIIQDQFH UHSRUW

’QWHJUDWLRQ RI VXVWDLQDE 2YHU WKH UHSRUIV_VlLQJ \HDU GI_IHSHQGLQJ RQ WKH UROH RI HDFK ([H

‘REMHFWLYHV ZAUH DOUHDG\ OLQNHG WR RQH RU PRUH TXDOLWDWL
SHUIRUPD Q FH L Q L Q FH Q WL Y H P96 RUVSRQVRULQJ SURMHFWV RQ WKH IROORZLQJ WRSLFV &2 H
LQFOXVLRO HPSOR\HH HQJDJHPHQW DQG GF7KH SURSRUWLRG RIXY
UHPXQHUDWLRQ GHSHQGHQW RQ VXVWDLQDELOLW\ UHODWHG WD U.
RQ WKHLU UROH WKHLU GLUHFW LPSDFW RQ VSHFLILF (6* WRSLFV

UHPXQHUDWLRQ SODQ 2Q DYHUDJH RI WKHLU LQGLYLGXDO WHEL

OHOH[LV KDV HPEDUNHG RQ D MRXUQH\ WR LOWURGXFH VXVWDL OGS VIR awW RIZSUR Y WEETLVK P8 WM WWADWEE onie wr (6
([HFXWLYH ODQDJHPHQW V LQFHQWLYH VFKHPH %\ LOWURGXFLQJ VXVWDLQDELOLW\ UHODWHG SHUIRUPDQFH PHWULFV

VWDUWLQJ ZH GHPRQVWUDWH RXU RQJRLQJ FRPPLWPHQW Wngﬁw \/ﬁH FR UDJLQ Dij%DF LL:
FROQWULEXWLRQ WRZDUGV WKH UHDOL]DWLRQ RI RXU VXVWDLQDEWO \ H Q L QYID w H Q\IL U]ﬂl/_l?@VF

ZLWK UHVSRQVLELOLW)\ DQG LQQRYDWLRQ

*29

¥29
7KH %RDUG RI 'LUHFWRUV GHWHUPLQHV XSRQ UHFRPPHQGDWLRQ Rl WKH 1RPLQDWLRQ DQG 5HPXQHUDWLRQ
&RPPLWWHH WKH OHOH[LV UHPXQHUDWLRQ SROLF\ DSSOLFDEOH gMR MK PV R Y AWHRQWRR WX HWbY bW BWVDR@GUHVSRQVLEOH EX'

([HEXWLYH ODQDJHPHQW DQG VXEPLWV WKH SROLF\ IRU DSSURYBQR¥R WKW KW EULROE WY YHE XHW R ABIOHERX®X¥PRU DQG SRVLWLYH
VKDUHKROGHUV PHHWLQJ /DVW WLPH WKLV SROLF\ ZDV VXEPLWWHG DQG DSSURYHG ZDV GXULQJ WKH DQQXDO

VKDUHKROGHUV PHHWLQJ RI .Q DQ XSGDWHG SROLF\ ZLQQ Ekth Vp§ GRUWIMA G 1B ') BS §YRMBY GV IER WWKH O LIJHQF H
DQQXDO VKDUHKROGHUV PHHWLQJ LQ 0D\

OHOH[LV VXVWDLQDELOLW\ GXH GLOLJHQFH SURFHVV LV HVVHQWL|

7KH %RDUG RI "LUHFWRUV GHWHUPLQHV XSRQ UHFRPPHQGDWLR® &3 AKX BR RHAPWD RRRE R SWHIE XQ KD MR @ XVLQHVY RSHUDWLRQV

&RPPLWWHH WKH LQGLYLGXDO UHPXQHUDWLRQ RI WKH ([HFXW Lz 0 DRI QW 950 PR BR USP®R Phb 1Zd VIEK WAKR M H U v

UHPXQHUDWLRQ SROLF\ 7KH 1RPLQDWLRQ DQG 5HPXQHUDWLRQ &RPPLWWHH HYDOXDWHV WKH SHUIRUPDQFH RI WKH

&(2 DQG GLVFXVVHV ZLWK WKH &(2 WKH SHUIRUPDQFH RI WKH RW#HHW RPIRH DY B U WKy HFXGR X\ 00 QORVHPHQW

EDVHG RQ WKH JXLGHOLQHV RI WKLV UHPXQHUDWLRQ SROLF\ i SULRULWL]H DFWLRQV EDVHG RQ WKH VHYHULW\ DQG OLNHOL
i DGDSW WR QHZ VXVWDLQDELOLW\ FKDOOHQJHV DQG RSSRUW

(YHU\ \HDU WKH %RDUG RI 'LUHFWRUV XSRQ WKH DGYLFH RI WKH 1RRIS}RWMRR &R GG YRDBIW RRY RIRAP EWWIK KD UWQHUV DQG VX
GHWHUPLQHV WKH REMHFWLYHV WKH &(2 DQG RWKHU PHPEHUV RI WKH ([HFXWLYH ODQDJHPHQW PXVW UHDFK LQ WKH

FRPLQJ \HDU LQ YLHZ RI WKH SHUIRUPDQFH FULWHULD LQ WKLV UHPXQHUDWLRQ SROLF\ 7KH 1RPLQDWLRQ DQG
S5HPXQHUDWLRQ &RPPLWWHH VXSHUYLVHVY DQG DGYLVHV RQ WKH GHYHORSPHQW RI WKH UHPXQHUDWLRQ DOORFDWLRQ RI
YDULDEOH SD\ DQG DGGLWLRQDO EHQHILWYV IRU WKH ([HFXWLYH ODQDJHPHQW

LWKLQ WKH IUDPHZRUN RI WKH UHPXQHUDWLRQ SROLF\ OHOH[LVY ZLOO FRQVLGHU TXDQWLILDEOH VXVWDLQDELOLW\
UHODWHG REMHFWLYHV DV SDUW RI WKH YDULDEOH SD\ IRU WKH ([HFXWLYH ODQDJHPHQW 7KHVH VXVWDLQDELOLW\ UHODWHG
REMHFWLYHV ZLOO EH UHYLHZHG XSGDWHG DQG DSSURYHG DQQXDOO\ E\ WKH %RDUG RI 'LUHFWRUV ZLWK VXSSRUW RI WKH
(6* &RPPLWWHH 7KLV ZLOO HQVXUH DOLJQPHQW ZLWK OHOH[LV VWUDWHILF REMHFWLYHY DQG RXU VXVWDLQDELOLW\
VWUDWHIJ\ DQG ZLOO UHIOHFW FKDQJLQJ SULRULWLHY DQG JOREDO WUHQGYV
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ODSSLQJ RI LQIRUPDWLRQ RQ GXH GLOLJHQFH SURFHVNV DVVHVVPHQW DSSURDFEK
‘H DVVHVV ULVNV XVLQJ D FRPELQDWLRQ RI GDWD DQDO\VLV H[SH
7KH FRUH HOHPHQWYV RI RXU GXH GLOLJHQFH SURFHVV DUH GHWDI®WHBGDE®@ WKH W B E OH FRPGRIH KMQVKRAVXRBHOMOYBRELQJ RI SRWH
DSSOLHV WKH FRUH HOHPHQWV RI GXH GLOLJHQFH IRU SHRSOH BEQDOXD W YHRQBHQNW Z@ WKH VE BRXWKWDX.@WE L & DWALY H SIRUGV TXD O LV
RFFXU DQG KRZ VLJQLILFDQW WKH LPSDFW ZRXOG EH 7KLV DOOR?

&RUH HOHPHQWYV RI GNHDGUDISKVQE® WKH VXVWDLQDELOLW\ VWDWHPHQW LPSDFW DQG OLNHOLKRRG XVLQJ D ZHOO GHILQHG ULVN PDWUL[

D (PEHGGLQJ GXH GLOASIWHOFEH) QIRUPDWLRQ SURYLGHG WR DQG VXVWDLQDELOLW\ PDWWHUYVY DGGUHVVHG E\
LQ JRYHUQDQFH VWHWOMHY\%RDUG RI 'LUHFWRUV DQG ([HFXWLYH O0DQDJHRHQW) ULVNV LGHOWLILHG DQG PLWLIJDWLROQ VWUDWHJILHV
DQG EXVLQHVV PREHKHBA *23 , QWHJUDWLRQ RI VXVWDLQDELOLW\ UHODWHG H H
I (RRA % 00DWHULDO LPSDFWV ULVNV DQG RSSRUWXQL L|—HJ\I:/1)R€H3 %FMR/EW%%W@FH@@'@NH\ ULVN FDWHJRULHYV LQFOXGLQ
VWUDWHJI\ DQG EXVLQHVV PRGHO VRFLDO ULVNV HQFRPSDVVLQJ D SRWHQWLDOO\ KLJKHU WXUQRYH!I
E (QJDJLQJ ZLWK DIIHE®RHG*2) QYROYHPHQW LQ JRYHUQDQFH SURFHVVHVY JRYHUQDQFH ULVNV LQYROYLQJ UHJXODWRU\ FRPSOLDQFH DQG GL

VWDNHKROGHUV Q@O ®E0$GGUHVVLQI WKH LQWHUHVWY DQG YLHZV RI %WD{"LWQGWL{NHULHV RI PLWLIJDWLRQ VWUDWHJILHY WKDW LQFOXGH
VWHSV RI WKH GXH(&F%® ! IERESHFLILF UHTXLUHPHQWYV SHUWDLQLQJ WR VWDNHKROG JDIJHPHQW

i (656 0'5 allera ( B A D RITHULQJ DWWUDFWLYH DQG UHVSHFWIXO ZRUNLQJ FRQGLWLRQV
SHIOHFWLQJ YDULRXV VWDJIHV DQG SXUSRVAY A1 VWD N i R UDHR I& R HRWON K RWAKFXW M WXHH LGHQWLILHG ULVNV EXW D

GLOLJHQFH SURFHVV
RUJDQL]DWLRQ
F ,GHQWLI\LQJ DQGI DMW¥HVVFEQJQFOXGLQJ DSSOLFDWLRQ UHTXLUHPHQWY UHODWHG WR VSHFLILF VXVWDLQDELOLW\
DGYHUVH LPSDFWVPDWWHUV LQ WKH UHOHYDQW (656

[ (656 A%0$GGUHVVLQJI WKH LGHQWLILFDWLRQ DQG DVVHYWPHQWDRY QRIDWUYH DRSDEWY LOWR LOWHUQDO IXQFWLRQV
G 7DNLQJ DFWLRQV VAR DGHWRHMBWLRQ RI WUDQVLWLRQ SODQ DQG B ov*W OHOH[LY ZH DUH FRPPLWWHG WR LQWHJUDWH ULVN DVVHVVPH

WKRVH DGYHUVH L>SODEMMN 'HVFULSWLRQ RI DFWLRQV LQWHUQDO IXQFWLRQV DQG SURFHVVHV $PRQJ RWKHUV WKLV PH
i (656 0'5 $(1 QA A D@GG *XLGHOLQHV RQ DFWLRQV WR E NH
A s i Rt i BEYNPNESPRUSRUDWLQJ ULVN LQVLIKWYV LQWR RXU VWUDWHJILHYV
H 7UDFNLQJ WKH HIIHB®EYH@EHYXY (& & 3 DQG  *XLGHOLQHV RQ PROLYRGQSY LQRWR RXU VWUDWHJILFE GLVFXVVLRQV ,Q JHQHUDO WKL)
Rl WKHVH HIIRUWV WRB HIITHFWLYHQHVV RI DFWLRQV WDNHQ YDULRXV RUJDQL]DWLRQDO OHYHOV $GGLWLRQDOO\ LQ RXU RSHI

FRPPXQLFDWLQJ | (656 0'5 7(1Qf & & 6 6HWWLQJDQG WUDFNLQJ PHWYLTGEQC WRYWY¥ L Qi HIILFLHQF\ DQG VXVWDLQDELOLW\ DFURVV

5LVN PDQDJHPHQW DQG LQWHI QAR R W IR IV, - B tE Lo ws stwkio rxv
V X VW D L Q D E L O L W\ U H S R U VV L Q JRXU ILQGLQJV WR WKH %RDUG RI 'LUHFWRUV DQG ([HFXWLYH 0DQD

WKH \HDU DW OHDVW RQH SHU TXDUWHU WKDW KLJKOLJKW WKH ¢
DQG LQWHUQDO FRQWURO SURFHVVHV 6R IDU RXU LQWHUQDO DX
*29 LOQOWHUDFWLRQV ZLWK RXU 6XVWDLQDELOLW\ 'LUHFWRU ZKHUHDYV

Dv D VHSDUDWH PDWWHU LQ WKH LOQWHUQDO DXGLW SODQ
7KLV VHFWLRQ GHWDLOV KRZ OHOH[LVY PDQDJHVY ULVN DQG LQWHUQDO FRQWUROV UHODWHG WR VXVWDLQDELOLW\ UHSRUWLQJ

‘H DUH FRPPLWWHG WR WUDQVSDUHQF\ DQG DFFRXQWDELOLW\ DQG WKHVH SURFHVVHVY KHOS HQVXUH RXU UHSRUWHG
LQIRUPDWLRQ LV DGHTXDWH DQG UHOLDEOH

6FRSH PDLQ IHDWXUHV DQG FRPSRQHQWYV

2XU ULVN PDQDJHPHQW DQG LQWHUQDO FRQWURO SURFHVVHV FRYHU DOO DVSHFWV RI VXVWDLQDELOLW\ UHSRUWLQJ
LQFOXGLQJ HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFH IDFWRUV 7KH PDLQ IHDWXUHVY DUH ULVN LGHQWLILFDWLRQ ULVN
DVVHVVPHQW ULVN PLWLJDWLRQ DQG LQWHUQDO FRQWUROV ZKLFK DUH VHW XS WKURXJK D FROODERUDWLYH HIIRUW
LQYROYLQJ WKH (6* &RPPLWWHH (6* 7HDP DQG ,QWHUQDO $XGLW IXQFWLRQ
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6WUDWHJ\
6WUDWHJ\ EXVLQHVV PRGHO DQG YDOXH FKDLQ

6%0

2XU 6XVWDLQDELOLW\ UHSRUW SURYLGHV D GHWDLOHG ORRN DW KRZ VXVWDLQDELOLW\ LV LQWHJUDWHG LQWR OHOHJ[LV
VWUDWHJI\ EXVLQHVV PRGHO DQG YDOXH FKDLQ ,Q WKLV FKDSWHU ZH DLP WR JLYH RXU VWDNHKROGHUV D GHHS
XQGHUVWDQGLQJ RI WKH LPSDFWV ULVNV DQG RSSRUWXQLWLHV ZH IDFH DQG ZKHUH WKH\ FRPH IURP

6WUDWHJ\ RYHUYLHZ

OHOH[LV VXVWDLQDEOH SURGXFW SRUWIROLR

2XU VXVWDLQDEOH SURGXFW SRUWIROLR LV FRPPLWWHG WR PD[LPL]LQJ VXVWDLQDELOLW\ VWDUWLQJ IURP WKH HDUOLHVW
SURGXFW LGHDV WKURXJK WR WKHLU HQG DSSOLFDWLRQV DQG IURP WKH GHYHORSPHQW HQJLQHHUV WR WKH FXVWRPHUV
DQG HQG XVHUV

+RZ GR ZH DSSURDFK WKLV"

T'"HVLIQ®»\ NHHSLQJ SHRSOH DQG SODQHW DW WKH KHDUW RI SURGXFW GHYHORSPHQW RXU HQJLQHHUV GHVLJQ DQG
GHYHORS HGJH VHQVRU DQG GULYHU VROXWDROS&H QRAISREUHQW DSSOLFDWLRQV 6HH
GHWDLOV RQ OHOH[LY SURGXFWV SRUWIROLR

I 2SHUDWLORH®WH[LY VWULYHV WR UHGXFH WKH QHJDWLYH LPSDFW RI DFWLYLWLHYV WKURXJKRXW WKH YDOXH FKDLQ ,W
VWDUWYV IURP XSVWUHDP RT WHRWREBSO\GFHKWDQOVHHERXW KRZ ZH PDQDJH
UHODWLRQVKLSV ZLWK RXU VXSSOLHUV %\ PDQDJLQJ RXU RZQ HQHUJ\ FRQVXPSWLRQ DQG UHGXFLQJ ZDVWH ZH
FRQWLQXH LPSURYLQJ RXU RZQ PDQXIDFWXULQJ WHVWLQJ DQG GHYHORSPHQW IDFLOLWLHV :H DOVR VHUYH WKH
PDUNHW E\ HQVXULQJ DQ HIILFLHQW DQG VXVWDLQDEOH JOREDO GLVWULEXWLRQ

I 8VDJHOHOH[LY SURGXFWVY DLP WR LPSURYH SHRSOH V PRELOLW\ DQG ZHOO EHLQJ WKURXJK HQDEOLQJ FOHDQ ORZ
HPLVVLRQV VDIHW\ FRPIRUW HQHUJ\ HIILFLHQF\ DQG KHDOWK DSSOLFDWLRQV OHOH[LV LPSDFWV LQ YDULRXV ZD\V
ERWK WKH DXWRPRWLYH ZRUOG LQFOXGLQJ V\VWHPV ZKLFK ERRVW HQHUJ\ HIILFLHQF\ DQG VDIHW\ RI EDWWHULHYV
SRZHUWUDLQV WKHUPDO PDQDJHPHQW LQWHULRU H[WHULRU OLJKWLQJ H EUDNLQJ DQG H VWHHULQJ IRU H[DPSOH
DQG PDUNHWY EH\RQG DXWRPRWLYH IRU H[DPSOH URERWLFVY DOWHUQDWLYH PRELOLW\ GLJLWDO KHDOWK DQG PRUH



7TDFCH RI $W D SFRXW EXVWDICDELOLW\ YITQDQFLDO RRIUSRUDWH

FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHIUQDQFH $SSHQGL]
4 H\ PDWHUILD®@ WARSNAYROGHL HAIDYHPROWHQWMIARABROW KW IRMNWIIQDQFH UHSRUW
OHOH[LVY PDUNHWY DQG FXVWRPHUYV 6XVWDLQDELOLW\ UHODWHG JRDOV

OHOH[LV SULPDULO\ DGGUHVVHY WKH DXWRPRWLYH LQGXVWU\ DQHOFRIQWWWEXWHY WR MK QF 8 XFRULRGY RE VKM PBO® PRELOLW\ DQG
HPLVVLRQV LQFOXGLQJ &2 WKURXJK RXU SDUW LQ WKH HOHFWARUNFDXWLRE WIUPKEIODLVO) HDQGNHUN KHLAH F WWH. A DAHIOLADIHW  2XU S
SOXJ LQ K\EULG K\EULG YHKLFOHV DQG WKH FRQVHTXHQW UHGRRWBRQQRV |&U MXWHSQDOL FRW E R QW LZRHQ VK@ SIRQUHV FDQE FRQWULE »
HPLVVLRQV ,W LV KRZHYHU FKDOOHQJLQJ WR TXDQWLI\ RXU GKHBPW K RDXWUSE BRWH R MR RKDW LSRIRF FRQYWULEXWH WR D UHGXFW

HQKDQFHPHQW RI RXU HPSOR\HHVé TXDOLW\ RI OLIH LQ WKH ZRUN
OHOH[LVY DOVR LPSURYHV FRPIRUW DQG VDIHW\ ZKLOH GULYLQJ WKURXJK SDUWQHUVKLSYV DQG IXHO SURILWDEOH EXVLQHVV JURZV

%H\RQG WKH DXWRPRWLYH PDUNHW VSDFH ZH WDUJHW VSHFLIL&VWHIIMPHQMOW DALIPHGUDW CLWQ FUMHDVARQAU VS B R SORHD WV WPHR\E VO L W\

DQG RU ZHOO EHLQJ 2XU VROXWLRQV FRYHU URERWLFV GLIJLWDRRUKSDRGXXFW GWMHQRBRNEBW BERFHWVY DLQE MWGEGHY JDWHV ZKLFK Vi

HOHFWULILFDWLRQ RI HYHU\WKLQJ SURGXFWV ZLWK RXU VXVWDLQDELOLW\ JRDOV ,Q DGGLWLRQ RXU
WKH WDUJHW EXVLQHVV ILHOGY DQG FXVWRPHUV WR LGHQWLI\ QH
VXVWDLQDELOLW\ JRDOV 7KH VDOHV WHDP HPEHGV WKH JRDOV LC
EXVLQHVV RSSRUWXQLWLHY DFFRUGLQJO\

6WUDWHJ\ HOHPHQWY UHODWLQJ WR VXVWDLQDELOLW\

‘H HITHFXWH RXU VXVWDLQDEOH SURGXFW VWUDWHJI\ WKURXJK WD
LPSURYLQJ PRELOLW\ DQG ZHOO EHLQJ 2XU PDLQ VXVWDLQDELOL
DFKLHYLQJ RXU FDUERQ QHXWUDOLW\ WDUJHW DQG UHDOL]LQJ R:
RUJDQL]DWLRQ JXLGHG E\ WKH SULQFLSOHV RI GLYHUVLW\ HTXLW
DSSOLFDELOLW\ RI WKHVH LQWHQWLRQV FUHDWHY DGGLWLRQDO F
ZKLFK DGGUHVVHY WKHVH FKDOOHQJHVY WKURXJK VSHFLILF SURMH

%XVLQHVYVY PRGHO DQG YDOXH FKDLQ GHVFULSWLRQ

%XVLQHVV PRGHO

2XU EXVLQHVY PRGHO LV FHQWHUHG DURXQG GHOLYHULQJ LQWHJI
WKDW HIIHFWLYHO\ DGGUHVVY WKH VHQVRU DQG GULYHU FKDOO|
IRFXV RQ SURPRWLQJ VXVWDLQDELOLW\ DQG UHGXFLQJ HQYLURQP
(TXLSPHQW ODQXIDFWXUHUV 2(0V D?G 7LHU VXSSOLHUV RSHUD\

OHOH[LY PDLQWDLQV D JOREDO SUHVHQFH ZLWK RSHUDWLRQV I%L;(\XIBQH LDﬂ_p IQEQ{NFLL?:WLRQBOV\IQ(QBLPFF%\Q)JPI—P&?RRGV DQG L

UHVHDUFK DQG GHYHORSPHQWHRPRBS®RREGHBWRRNIDA RLGH DV SHU F\'/E('_ISFOEI-ﬁHXU FRPPLWPHQW WR VXVWDLQDEOH SUDFWLFHYV

‘H GR QRW SURGXFH RU VHOO DQ\ SURGXFWV RU VHUYLFHV WKDY Ut ERROHE HRsRBY PIRYNBRWY T 10 YREOHAFW £ xRXWRPHU UHODW

FRPPLWPHQW WR IROORZLQJ UHIJXODWLRQV DQG FRQGXFWLQJ EE&WHU\SIL-\HW%(&&DQ8§/XULQJ VHDPOHVV FRPPXQLFDWLRQ DQG FROC

SULPDULO\ WKURXJK WKH VDOHV RI RXU LQQRYDWLYH VXVWDLQDE
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4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHQWMIARABROW KW IRNWIIQDQFH UHSRUW

2XU NH\ DVVHWYV HQFRPSDVV D VWURQJ FRPSDQ\ FXOWXUH D FO#HMHOL\G B ®N G UNHW R R ¥ VG KHHI/HDG GL ¥ RGH RH FFRK@G R F W
D WDOHQWHG DQG GHGLFDWHG ZRUNIRUFH YDOXDEOH LQWHOOHFWXDO SURSHUW\ D UHSXWDEOH EUDQG DQG VRXQG
ILQDQFLDO KHDOWK :H DUH FRPPLWWHG WR VXVWDLQDEOH SUDFWLFHV E\ LQYHVWLQJ LQ VWDWH RI WKH DUW 5 ' DQG
WHVWLQJ IDFLOLWLHY GHVLJQHG ZLWK HQHUJ\ HIILFLHQF\ DQG UHYRXUIE ¥ FR)(()VHUYDW@FQ% LQPLRE $GGLWLRQDOOV ZH
VXSSOLHUV 6XSSOLHUYV RSHUDWLR
UHFRJQL]JH WKH FULWLFDO LPSRUWDQFH RI UHVSRQVLEOH HQHUJ\ DQG ZDWHU PDQDJHPHQW DV YLWDO FRPSRQHQWYV RI
& DQG Q

RXU RSHUDWLRQV (TXLSPHQW YRXQGULHV )
PDQXIDFWXUHUVDIHU IDEV SDFNDJH GHVLJQ =
VXSSOLHUV a

2XU FRUH DFWLYLWLHY LQFOXGH D FRPSUHKHQVLYH H[SORUDWLRQ RI PDUNHW QHHGV ZLWK D IRFXV RQ LGHQW-LI\LQJ

RSSRUWXQLWLHY WR FUHDWH VXVWDLQDEOH VROXWLRQV :H DUH @xﬁsciflfﬂ@k}\}ﬂﬁvvﬁ%HYH:SQ'Et%tbQJ FXWWLOJ HGJH:
HQYLURQPHQWDOO\ UHVSRQVLEOH ,& EDVHG VROXWLRQV WKDW DGGUHVV WKHVH QHHGV 2XU FRPPLWPHQW WROTXDOLW!
DQG VXVWDLQDELOLW\ LV HYLGHQW LQ RXU ULJRURXV WHVWLQJ RI SURGXFWV PDQXIDFWXUHG E\ RXU SDUWQHUV HQVXULQJ
WKH\ PHHW WKH KLJKHVW VWDQGDUGV Rl SHUIRUPDQFH )LQDOO\ ZH HPSOR\2MdhHFWLYHLSWRRRWLRQ DQG VDO
VWUDWHJILHY WKDW HPSKDVL]H WKH EHQHILWV Rl RXU VROXWLRQV HQVXULQJ HIIHFWLYH PDUNHW SHQHWUDWLRQ

x

<
$vV D IDEOHVV VHPLFRQGXFWRU FRPSDQ\ ZH SODFH D KLJK YDOXH RQ VWUDWHILF RXWVRXUFLQJ SDUWQHUVKLSV ZLWK
VXSSOLHUV ZKR DGKHUH WR VXVWDLQDEOH DQG HWKLFDO SUDFWLFHV 2XU XSVWUHDP SDUWQHUV SOD\ D FUXFﬂDO UROH LQ
VXSSO\LQJ ZDIHUV DQG SDFNDJHG GHYLFHV PDQXIDFWXUHG LQ DFFRUGDQFH ZLWK RXU VWULQJHQW GHVLJIQV DgG

VSHFLILFDWLRQV ZKLOH PLQLPL]LQJ HQYLURQPHQWDO LPSDFW 7%XUL@RXQVMBMAR § ROVR K Y \o HIQF 91 S ¥k S ¥ MY HEXMRY YD O XH &

DQG UHSUHVHQWDWLYHV DUH LQVWUXPHQWDO LQ H[SDQGLQJ RXKPHUMY Wo 4D KH LB BHRWRHEY b WA R 8 H AMAR QMU ZHWEN HKR 0 G H L
HTXLSPHQW PDQXIDFWXUHUV HQDEOH XV WR PDLQWDLQ HIILFLHQW LQ KRXVH WHVWLQJ FDSDELOLWLHV

2XU FRVW VWUXFWXUH LV SUHGRPLQDQWO\ GULYHQ E\ WKH FRVW RI JRRGV VROG &2*6 ZKLFK HQFRPSDVVHV VLOLFRQ
GLH FRVW SDFNDJH FRVW WHVW FRVW DQG FRQVLGHUDWLRQV UHODWHG WR WKH UDWH RI GHIHFWLYH SDUWV 2WKHU
VLIJQLILFDQW FRVW FRPSRQHQWY LQFOXGH HPSOR\PHQW UHODWHG H[SHQVHV FDSLWDO H[SHQGLWXUHV &DS(] DQG
RSHUDWLQJ H[SHQVHV 2S(]

9DOXH FKDLQ
2XU YDOXH FKDLQ FHQWHUV RQ SULPDU\ DFWLYLWLHV VXFK DV PDUNHW H[SORUDWLRQ ,& EDVHG VROXWLRQV
GHYHORSPHQW WHVWLQJ ORJLVWLFV PDUNHWLQJ VDOHV EUDQG EXLOGLQJ DQG FRPPXQLFDWLRQV

7KHVH DFWLYLWLHY DUH VXSSRUWHG E\ HYVHQWLDO IXQFWLRQV VXFK DV KXPDQ UHVRXUFH PDQDJHPHQW TXDOLW\
DVVXUDQFH LQQRYDWLRQ SURFXUHPHQW OHJDO LQWHOOHFWXDO SURSHUW\ PDQDJHPHQW ILQDQFH DQG ,7

8SVWUHDP WR RXU SRVLWLRQ WKH PDLQ VXSSOLHUV DUH WKH IRXQGULHY ZDIHU IDEULFDWLRQ DQG WKH DVVHPEO\
KRXVHV GLH VLQJXODWLRQ GLH ERQGLQJ ZLUH ERQGLQJ PROGLQJ 6RPH DVVHPEO\ KRXVHV DOVR SURYLGH WHVW
VHUYLFHYV

2XU FXVWRPHUY DQG FKDQQHO SDUWQHUYVY DUH GRZQVWUHDP IURP RXU SRVLWLRQ DQG XOWLPDWHO\ RXU JRDO LV WR
FUHDWH YDOXH IRU HQG XVHUV ZKLOH PLQLPL]JLQJ RXU HQYLURQPHQWDO IRRWSULQW DQG FRQWULEXWLQJ WR D PRUH
VXVWDLQDEOH IXWXUH



7TDFCH RI

FROWHQWYV

40 H\ PDWHIII DA WARSNAWROGH L

SW D
JODQFH

$FRXW
NHOM[LYV

&RIISRUDWH
IJRYHIIQDQFH

)IQDQFLDO

IITHSRUW $SSHQGL]

HOITDYHPROWHQWMIARAEROWHIRNWIIOQODOQFH UHSRUW

WXVLOQHVYVY YDOXH FUHDWLRAQ

3HRSOH
HPSOR\HHV

GLIITHUHQW QDWLRQDOLWLHV

ZRPHQ PHQ

JLOQDQFLDO
8 PLOOLRQ LQ DVVHWYV
8 PLOOLRQ LQ FDSLWDO

H[SHQGLWXUH

JDFLOLWLHV

S5HDG PRUH DERXW WKLV
LQ RPXNW 7H GCR YLVXDO

5HDG PRUH DERXW WKLV
LQ R¥NW 7H CR YLVXDO

VDOHY DQG DSSOLFDWLRQ VLWHYV

PDQXIDFWXULQJ VLWHV
UHVHDUFK

ODWHULDCBWSOLHUV
:DWHU
6LOLFRQ
&RSSHU

GHYHORSPHQW VLWHYV

5HDG PRUH DERXW WKLV
LQ R¥NW 7H CR YLVXDO

5HDG PRUH DERXW WKLV
LQ R¥DW 7H R YLVXDO

5HDG PRUH DERXW WKLV
LQ RXNW 7H GCR YLVXDO

5HDG PRUH DERXW WKLV
LQ RXNW 7H CR YLVXDO

5HDG PRUH DERXW WKLV
LQ RXNW 7H CR YLVXDO

S5HDG PRUH DERXW WKLV
LQ RXNW 7H GR YLVXDO

$XWRPRWLYH LQGXV

OHOH[LV SULPDULO\ DGGUHVVH)
DQG FRQWULEXWHV WR WKH UH
DQG WKH LPSURYHPHQW RI FRP

8QORFNLQJ SHUIRUP E&QEH
(QDEOLQJ VDIHU VPDLI
DXWRQRPRXV GULYLQ.

(IWHQGLQJ UDQJH

OLIHF\FOH

$GYDQFLQJ IXQFWLRQ

S§HUVRQDOL]DWLRQ
ODVWHULQJ WKH XWHRLXPL]IDWLRQ
8QOHDVKLQJ WKH @RZWHIHW\

%H\RQG DXWRPRWLY
%H\RQG WKH DXWRPRWLYH PDUNHW VS
WDUJHWYV VSHFLILF VHIPHQWY DLPLQJ
PRELOLW\ DQG RU ZHOO EHLQJ 2XU VR
URERWLFV GLJLWDO KHDOWK DOWHUC
HQHUJ\ HIILFLHQW HOHFWULILFDWLRQ

(PSRZHULQJ ZRUNMRUAWHULQJ
(QKDQFLQJ OLYHVZHOO EHLQJ

(PEUDFLQJ HOHFWARRVWLQJ HQHUJ\
WUDQVSRUWDWLRKIILFLHQF\



7TDFCH RI $W D SFRXW EXVWDI CDELOLWXM QDQFLDO RRIISRUDWH

FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
4 H\ PDWHUID®@Z WARSBNAYROGHU HANMMRHRMWHQW MIFRABROW KM IRNWIQDQFH UHSRUW
, OWHUHVWY DQG YLHZV RI VWDNHKROGHUYV

6%0

OHOH[LV LV GHGLFDWHG WR EXLOGLQJ D VXVWDLQDEOH DQG LQFOXVLYH EXVLQHVV LQ D UDSLGO\ FKDQJLQJ ZRUOG :H
EHOLHYH WKDW OLVWHQLQJ WR RXU VWDNHKROGHUV LV FUXFLDO IRU PDNLQJ WKH ULJKW GHFLVLRQV 7KLV VHFWLRQ H[SODLQV
KRZ ZH LQYROYH RXU VWDNHKROGHUV LQ VKDSLQJ RXU EXVLQHVYVY VWUDWHIJ\ DQG RSHUDWLRQV

6WDNHKROGHU HQJDJHPHQW VWUDWHJ\

OHOH[LY WDNHV QRWKLQJ IRU JUDQWHG EH LW RXU SHRSOH RXU SDUWQHUV RXU FXVWRPHUV WKH SODQHW RU LWV
UHVRXUFHV $Q RSHQ GLDORJXH ZLWK YDULRXV \HW HTXDOO\ LPSRUWDQW VWDNHKROGHUV LV HVVHQWLDO LQ RUGHU WR
FROQWLQXRXVO\ LPSURYH RYHUDOO VXVWDLQDELOLW\

6WDNHKROGHU HQJDJHPHQW
OHOHMWDNHKROGHUY DUH DOO WKH SHRSOH ZKR ZH LQIOXHQFH DQG ZKR LQIOXHQFH XV 2XU NH\ VWDNHKROGHUYV
LQFOXGH RXU FXVWRPHUV VXSSOLHUV HPSOR\HHV LQYHVWRUV DQG FRPPXQLWLHYV

7KH IROORZLQJ WDEOH OLVWY RXU VWDNHKROGHUV WKHLU UHVSHFWLYH FRQFHUQV DQG LQWHUHVWY DQG WKH GLIITHUHQW
FRPPXQLFDWLRQ FKDQQHOV ZH XVH WR HQJDJH ZLWK WKHP :RUNLQJ FORVHO\ ZLWK RXU VWDNHKROGHUV LV FUXFLDO
IRU DFKLHYLQJ VXFFHVV DQG PDNLQJ D SRVLWLYH LPSDFW

2XU VWDNHKROGHUV GHVHUYH WKH XWPRVW LQWHJULW\ KRQHVW\ DQG IDLUQHVV LQ DOO WKHLU LOQWHUDFWLRQV ZLWK RXU
FRPSDQ\ DQG ZH HQVXUH ZH DGHTXDWHO\ HQJDJH WKHLU H[SHFWDWLRQV DQG LQWHUHVWYV

%\ FRPPXQLFDWLQJ ZLWK RXU VWDNHKROGHUVY WKURXJK D ZLGH UDQJH RI FKDQQHOV OHOH[LV ZRUNV KDUG WR VWD\

LQ WRXFK 7KLV KHOSV PDLQWDLQ WKHLU ORQJVWDQGLQJ WUXVW LQ RXU FRPSDQ\ DQG HQVXUH RXU FRQWLQXRXYV GD\ WR
GD\ RSHUDWLRQDO PDQDJHPHQW 6RPH FRQFUHWH H[DPSOHV RI OHOH[LVY VWDNHKROGHU LQWHUDFWLRQ ZH HQJDJH

ZLWK RXU VWDNHKROGHUYVY GXULQJ UHJXODU PHHWLQJV ZLWK FXVWRPHUV ZKHUH WKH\ FDQ YRLFH FRQFHUQV DQG
VXJIHVWLRQV LQFOXGLQJ DW &(2 OHYHO ZH KDYH FRQWLQXDO GLDORJXHV GXULQJ RXU RQ JRLQJ FROODERUDWLRQ
ZLWK VXSSOLHUV DQG ZH OLDLVH ZLWK RXU LQYHVWRUYV GXULQJ RXU &DSLWDO ODUNHWY 'D\ HYHQW

,Q DGGLWLRQ RXU HPSOR\HH HQJDJHPHQW LV IDFLOLWDWHG WKURXJK IHHGEDFN SODWIRUPVY DQG UHJXODU WRZQ KDOO
PHHWLQJV IRVWHULQJ D FXOWXUH RI RSHQ FRPPXQLFDWLRQ DQG WUDQVSDUHQF\ 7KH LQIRUPDWLRQ ZH JDLQ KHOSV
XV WR LGHQWLI\ RSSRUWXQLWLHY WR LPSURYH SHUIRUPDQFH LQQRYDWLRQ DQG WKH UHWHQWLRQ RI RXU HPSOR\HHV
(YHU\RQHéV YRLFH PDWWHUVY DQG ZH ORYH WR OLVWHQ



7TDFCH RI $W D SFRXW EXVWDI CDELOLWXM QDQFLDO RRIISRUDWH

FROWHQWY JODQFH OHOH[LV IIHSRUW IIHSRUW IJRYHIIQDQFH $SSHQGL]
A7 H\ PDWHUI D@ WRSNAWROGHII H@IMMPRHRIMHQW[MIARAERRO W K IRNWIIODQFH UHSRUW
.H\ 6WDNHKRQOBEHUWPHQW DQG ([SHFWDWLRQV DQG SXUSRVH ODLQ RXWFRPHYV

FRPPXQLFDWLRQ FKDQQHOV

2XU FROOHDJXHY ORQWKO\ LQWHUQDO FRPSDQ\i QHIZRRFHMHNB ZRUNSODFH FXOWXUH WKDW IRVWHUV UHVSHFW URHD ®HRS R DS BOB QHWUH HPSOR\VHHY IHHO Y!
4XDUWHUO\ LQWHUQDO WRZQ iKBORYRBHWISBRUWXQLWLHY IRU HPSOR\HH GHYHORSPHQW D ®RBWIDYHHWGIURZWK WR HQKDQFH UHWHQWLRQ
%XVLQHVV FRPPXQLFDWLRQ WR)RUAWBW D GQ WHWHY DQG LQFOXVLYH ZRUNSODFH YDOXLQU [PPSO RV GIR\HMHRAHH VDWLVIDFWLRQ DQG UHGXFH
5HJXODU WHDP PHHWLQJV 3ULRULWL]H HPSOR\HH VDIHW\ KHDOWK DQG ZHOO EHLQJ IQH PGV DYGS HR/QF RUGMKH EXVLQHVV
(PSOR\HH OLVWHQLQJ FDPSDLJQQFRXUDJH HPSOR\HH LQYROYHPHQW LQ 67(0 DQG FRPPXQLWXLQGWLPWURIQY HPSOR\HU EUDQG WKDW DWWUTL
5HJXODU OHDGHUVKLS FRPPXQLFDWLRQV
3HRSOH VXUYH\V
*OREDO HPSOR\HH SHUIRUPDQFH H[FHOOHQFH V\VWHP
*OREDO LQWUDQHW
6RFLDO PHGLD DQG ZHEVLWH
*RRJOH 6SDFH SRVWYV

2XU FXVWRPHUVI $QQXDO FXVWRPHU DXGLWYV DQ@EEXVHQHYVFNGCXHFWHPHHW FXVWRPHU H[SHFWDWLRQV IRU TXDBOLWMHUVRILHEKW T XID@AE WL IMBVHO I @6 XVHWPMHLQ/D E O H
$QQXDO VWUDWHILF WHFKQRORQ\FBRBBBD®WH FXVWRPHU IHHGEDFN RQ VXVWDLQDELOLW\ LQMHGBURGXFW GHYHORSPHQW DQG EXVLQHVV
5HJXODU VDOHV PHHWLQJV ZLWKUDHWEXWWRPHUV '"HYHORS LQQRYDWLYH VROXWLRQV WKDW DOLJQ

WHFKQLFDO VXSSRUW KRWO$®GBIUHVYV FXVWRPHU QHHGYV WKURXJK LQQRYDWLRQ %XLOG WUXVW DQG OR\DOW\ E\ DGGUHVVLQJ FXV
7THFKQLFDO LQWHUIDFH HQJLQHHMWQWDLQ D UHVSRQVLEOH VXSSO\ FKDLQ WKDW FRQVLGHUWHNWRQNDBEOWR XBRUGIL @ BQIGY R IWMK\L FIR® ISOULF MW R E
:HHNO\ VRFLDO PHGLD SRVWVIi 8SKROG VWURQJ EXVLQHVV HWKLFV DQG SURWHFW FXVWRPHU SULYDF\

ORQWKO\ SUHVV UHOHDVHV

ORQWKO\ HYHQWYV

%URFKXUHVY DQG SURGXFW VKHHWYV

/HWWHUV H PDLOV SKRQH FDOOV DQG VRFLDO PHGLD

2XU VXSSOLHUV i 6XSSOLHU DXGLWV DQG EXVLQHWROOWERUDWH ZLWK VXSSOLHUV WR HQVXUH SURGXFW TXD%®XMQ G VD IHIO L DEEH COLQIGF VXMV B DQIDE B PIHVQWS S O\ F
5HIJXODU VXSSOLHU PHHWLQJV (QFRXUDJH LQQRYDWLRQ DQG SURWHFW LQWHOOHFWXDO SHRXHEO WWDRGIKREW WKH VXSSO\ FKDLQ
“HHNO\ VRFLDO PHGLD SRVWVi 3URPRWH UHVSRQVLEOH VRXUFLQJ DQG WKH DYRLGDQFH RI)RRWHIL EWQRXIHVIDRY DQG FROODERUDWLRQ ZLW
6XSSOLHU DVVHVVPHQW 8SKROG HWKLFDO EXVLQHVV SUDFWLFHV DQG SURWHFW SUDQImFSDRBERVVHWKH VXSSO\ FKDLQ
OLWLJDWH ULVNV DVVRFLDWHG ZLWK VXSSO\ FKD
FRQFHUQV

2XU VKDUHKROGHB®QXDO VKDUHKROGHUV PHHW@VWXUH SURILWDEOH JURZWK WKDW GHOLYHUV VXVWDLQDEGH YBDYXH LQYHVWRU FRQILGHQFH LQ WKH FRPSD
LQYHVWRUV 4XDUWHUO\ UHSRUWV +LIJKOLIJKW LQYHVWPHQWY LQ FRQWLQXRXV LQQRYDWLRQ DRUWGRWEHFSWRWHFWLRQ RI LQOWHOOHFWXDO SURSH
$QQXDO UHSRUW $VVXUH LQYHVWRUV RI D UHVSRQVLEOH VXSSO\ FKDLQ W K D$W WURDLFAWV [FRYOH ¥ WHRW \P ZEIRUDWH DOLJQHG ZLWK W
5HJXODU FDSLWDO PDUNHWY GDDLQWDLQ KLIJK VWDQGDUGYV RI EXVLQHVV HWKLFV DQG SURWW®W LFOOBNRRMWY SRIDLE B F\
,QYHVWRU UHODWLRQV SUHVV UHRPRH@WWYVDWH D FOHDU FRPPLWPHQW WR VXVWDLQDEOH EXHFRXHMVIZQBEWILHARYV IXWXUH LQQRYDWLRQ DQG H
<HDUO\ ILQDQFLDO VWDWHPHQWYV
6RFLDO PHGLD SRVWYV

2XU FRPPXQLWLHVQGXVWU\ DVVRFLDWLRQV 6XSSRUW 67(0 HGXFDWLRQ LQLWLDWLYHV %XLOG D SRVLWLYH UHODWLRQVKLS ZLWK WKH O]
&RUSRUDWH VRFLDO UHVSRQVLEQIODLWA IDF WRPPWQHW\ LQOYROYHPHQW DFWLYLWLHV WKDW DEBRREDWQA O RFHDOX Y BDMGER Q
7UDGH IDLUV BULRULWL]H KHDOWK DQG VDIHW\ LQ FRPSDQ\ RSHUDWLRQWRQW® WILEX W H] W RV K\MHKIH) HPPFEORMML. R@ QWK NRFLDO ZH
:HHNO\ VRFLDO PHGLD SRVWV FRPPXQLW\ OLQLPL]JH QHIJDWLYH LPSDFWV RI FRPSDQ\ RSHUD!
5HJXODU SUHVV UHOHDVHV 8VH PDWHULDOV DQG HQHUJ\ UHVSRQVLEO\ WR SURWHFW WH@®YQBRRQ® HHDW IDURD PHYWGHQW V

$XWKRULWLHV $QQXDO UHSRUW '"HPRQVWUDWH FRPSOLDQFH ZLWK UHOHYDQW ODZV DQG UHOBRODQ@WDRRQ\W SRVLWLYH DQG FROODERUDWLYH UH

SROLF\PDNHUV ,QGXVWU\ DVVRFLDWLRQV &RQWULEXWH WR WKH GHYHORSPHQW RI SROLFLHV WKDW S R/R\FD/MH KRGEMW U\ EHVW SUDFWLFHV DQG

DQG UHJXODWRUV5HIJXODU SUHVV UHOHDVHYV VXVWDLQDELOLW\ (QVXUH WKH FRPSDQ\ V RSHUDWLRQV DOLJQ ZLW|

'LUHFW GLDORJXH ZLWK DXWKRULMUIHVLMH WUPQESDUHQW DQG FRQVWUXFWLYH GLDORJXH R BGROLEXWWVWRVD VWDEOH DQG SUHGLFWDEOH
VXSSRUWYV EXVLQHVV JURZWK



7TDFCH RI $W D SFRXW EXVWDI CDELOLWXM QDQFLDO RRIISRUDWH

FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
a4: HV PDWHUI D@ WIRBNAWKROGHU HANMMRHROWHOQW [MIERABEROW M IRNWIIQODQFH UHSRUW
2XU HQYLURQPHQWDO VWDNHKROGHU HQJDJHPHQW ‘H HQJDJH ZLWK RXU VWDNHKROGHUV IRU PDQ\ UHDVRQV

OHOH[LV LV GHGLFDWHG WR FRQVLGHULQJ WKH QHHGY DQG H[SHFWDMRLRE D RQ DWDFRP SDKIMPL HAH LIDWHKUHLY WHGXDE RK WL QVLIKWY DQG |
RYHUDUFKLQJ HQYLURQPHQWDO VWUDWHJ\ DQG SHUIRUPDQFH :H LQ¥RA@RHN YR HWKHIW L DK E XA.I0080 R WXUR @ I VB DWW Q HRMKLSY DQG |
VWDNHKROGHUV 7KHVH LQFOXGH i 7R LPSURYH ZH LGHQWLI\ DUHDV ZKHUH ZH FDQ LQQRYDWH D

i 2XU FXVWRPHUV FORVH FRPPXQLFDWLRQ ORRSV ZLWK RXU % XWWRP BRVQRMO B XXMWL G HOWHQ HHEA WDNH DFWLRQ 6WDNHKROGH!
GHYHORSPHQW RSSRUWXQLWLHV IRU HQYLURQPHQWDOO\ |ULMHIQEE Y 5 H R GXFUNE X \D IH@HH I/ VGLHVF D\FIERRQ\D WLIDEFOMHK GR.Q J
VXSSRUWLQJ FXVWRPHUV DQG VXSSO\LQJ WKHP ZLWK SURGXFW\KRZ WK H5 K Y HO-RSNVDTHCED DR WY RRYGHO R XILQ SRIRGHKEWAR DQG VHUYLFH
PHHW FXVWRPHU UHTXLUHPHQWY LQ D PDQQHU WKDW LV FRQVILKWREBQ@W ZRWK BQW KUFRRPPKQWNYOHMWDQGDUG YV
i KRZ ZH FUHDWH SROLFLHV DQG VWUDWHJILHV
i 2XU FROOHDJXHV WKH\ DUH LQYROYHG LQ HQYLURQPHQWDO VXVWDLQDELOLW\ SURMHFWY DQG FRQWLQXRXV
LPSURYHPHQW DFWLYLWLHYV 7KHLU LQSXW LV WDNHQ LQWRSDEFRXQW 0QQ [PDIQDWHRHQGW (UHYI HZVMVDIV ZWO© DYG YLHZV
FRQWLQXRXV LPSURYHPHQW SODQV "XULQJ RXU PDWHULDOLW\ DVVHVVPHQW SURFHVV OHOH[LV WHDP\
RXU NH\ VWDNHKROGHUV SHUVSHFWLYHV :H DQDO\]JHG KRZ WKHL!
i 2XU LQYHVWRUV OHOH[LV VWULYHV WR HQVXUH PLQLPL]LQFXUVNQEKLQG XD X®H] LEXN UG MAXW @ W WERWHID IDIBWRISHH UDWLRQV 7K
D JRRG UHODWLRQVKLS ZLWK RXU LQYHVWRUV LQLWLDWLYHV HQVXULQJ WKH\ DOLJQ ZLWK ZKDW RXU VWDNHKRO

i 2XU VXSSOLHUV DQG VXEFRQWUDFWRUV WKH\ DUH D FUXFLDOHBORPRQW RIRRXW (HQYHURQ®E QWDOXSUR HWDPP R HO
UHTXLUH WKHP WR DFW HQYLURQPHQWDOO\ UHVSRQVLEO\ D& GJKD¥GIDW RN L) \R AQUHDAWH. WKMHP HQW.D R WB\R ODPAKHUHG IURP RXU VV
VI\VWHP DQG FRQWLQXRXV LPSURYHPHQW SODQQLQJ LQ SOPRIGHGIOHLY UBFEXBWY GOYHORSPEDWED SURGXFWV EDVHG RQ F:
LQIRUPDWLRQ UHFRUGY RQ DOO PDWHULDOV VXSSOLHG WR \XW \DDIOQ DEW® LY \DVBDIQGEGBGVLPH IUDPH $Q ,62
FHUWLILFDWLRQ LV UHTXHVWHG LQ FDVH Rl VXSSOLHU VHOHFWLRQ
7KHVH VWHSV JR EH\RQG VLPSO\ DGGUHVVLQJ RXU VWDNHKROGHU
i 6RFLHW\ ZH UHFRJQL]H WKDW ZH KDYH D UHVSRQVLELOLW\WMZDQUIGWK W& HR © &R FULH®D B RRRQYKWSMWRGGEXLOG JUHDWHU WUXVW
VXUURXQGLQJ HQYLURQPHQW ZKHUH ZH RSHUDWH DQG KHQFH WDNH WKHLU QHHGV DQG UHTXLUHPHQWYV LQWR
DFFRXQW LQ WHUPV Rl VWUDWHJILHY DQG REMHFWLYHV ,QIRUPLQJ WKH %RDUG RI 'LUHFWRUV DQG ([HFXWLYH ODQDJHPHQ
OHOH[LV KDV D UREXVW V\VWHP IRU NHHSLQJ RXU OHDGHUVKLS LQ
i /THIJDO DXWKRULWLHV OHJDO UHTXLUHPHQWY HQIRUFHG WKVUWRNHORAE G H UX0RWDBQV VEK DWKHUMISEBHWQWQ G XSGDWHV ZL
ORFDO OHJDO DXWKRULWLHY DUH UHFRUGHG E\ HDFK QD W LRQDVOKRIDEDQW]HOMPL R Q NHK N RN @O K6 i RIPWPLXRQQ\F DWQIBEGVWR DWHJILHV WK
WKH UHOHYDQW ORFDO VLWHY RQ D UHJXODU EDVLV E\ RXUSHQWLFK@QPHQ\RED %RPUWGLRDWBHFWRPYOLQOG AHHEXWKYH ODQDJHP
ORFDO QDWLRQDO DQG VXSUDQDWLRQDO OHJLVODWLRQ WKDWHUVLDOQWY $3YWHNRWP RRW FXVWRPHUV LV DOVR WDNHQ LQWR
DFFRXQW DQG JLYHQ DV PXFK DWWHQWLRQ DV RXU FXVWRPHU VSHFLILF UHTXHVWYV

i 2XU PDQDJHPHQW RXU PDQDJHPHQW KDV D FOHDU YLHZ RQ VXVWDLQDELOLW\ EDVHG RQ JHQXLQH FRQFHUQ
IRU WKH HQYLURQPHQW



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
4 H\ PDWHUILD®@ WARSNAYROGHL HAIDYHPROWHQWMIARABROW KW IRMNWIIQDQFH UHSRUW

ODWHULDO LPSDFWYV ULVNYV D(@WQLJLDKées RNP WXQQLMWFLVtLRSOPDQ;QU WKH HQYL
WKHLU LOWHUDFWLRQ ZLWK VWUDWHJ\ DOG EXVL

OHOH[LY GLUHFW LPSDFWSRQ WKH HQYLURQPHQW FRPLQJ IURP RXL
PRGHO ODUJHVW SURSRUWLRQ RI RXU HPLVVLRQV UHODWHV WR 6FRSH
DVSHFWV UHODWHG WR VXSSOLHUV VHOHFWLRQ DQG SXUFKDVLQJ

6% 0 SURGXFWV WKDW FDQ FRQWULEXWH WR RXUV DQG RWKHUV V UHG)
()

IPSDFWY UHODWH WR SH H RXU_ 'RXEOH ODWHULDOLW)
OHOH[LVY KDV FRQGXFWHG WKRURXJK DQDO\WVLV WR LGHQWLI\ NHE LP%BFM\?QU LB/ \l;J\\/IIIDDOB&IHRLgLSDROUL | LSXV?_'LHFVHV%LZVVX 7FOQK Vgx RUZ (Z)RUI\
VHFWLRQ H[SODLQV KRZ WKHVH IDFWRUV FRQQHFW WR RXU EXVLOHVV DEWLYLWLHV DOG RXWOTL WKH VWUD 8 HV %H K%év
GHYHORSHG WR DGGUHVY WKHP HIIHEWLYHO\ ZH HPEUDFH WKH HTXDO WUHDWPHQW RI DOO HP R\HHV UH LQ
VXVWDLQDEOH EXVLQHVV FRQGXFW
ODWHULDO ,52V DVVHVVPHQW 7KHVH LPSDFWV DUH LQWULFDWHO\ FRQQHFWHG WR RXU EXVLQHV

UHVR WH ZLWK VXVWD E LW R D YLURQPHQWD D
H KDYH LGHQWLILHG VHYHUDO PDWHULDO LPSDFWYV ZK7IJ<FH(VHLJQLILFI98W5|\ LQIOXHQFH (%I?gHﬂ_LQI édUD\%LRQg URQ Q © DQG
ULVNV DQG RSSRUWXQLWLHY DUH SUHGRPLQDQWO\ PLG DQG O%QESWHUP D?—HIEE FH WUDWH WQJBXU RZQ SURFHVVHV

DQFLDO V QG VWU
D LQ MRLQW HIIRUWY ZLWK RXU XSVWUHDP YDOXH FKDL
QG LQ Q v U XS v © Q “H UHIHU WR WKH ILQD DFI. DRUGWKFORQBQHWYOL@ LPSDFW RI &DS([ D¢

WR VXVWDLOD WHEKQRORJLHYV

2XU PDLQ ,52V DUH VXPPIEEHIBIRZL QKWLIKK DOVR SURYLGHV GHWDLO QG UHODWH LQIR%P 9V LRQ RQQ ORJ
WKH HDVRQDE H[SHFWH WLPH KRUL]JRQV D R HOH[LV L YR W LWKH R K DWLRQV

Y Q O\ HIS G ULIRQ QG RQ OHOH[ 9( [HL(e/ DSFLB B é FD D UF H L?H E\ ERWK
RU GXH WR EXVLQHVV UHODWLRQVKLSY XSVWUHDP DQG RU GRZ F\$ DP VQI\I?N RO Vb\éN\L/ (ev Z%( l_I|_ II_?R'NHQWLDO I
UHVXOWLQJ IURP WKLY DVVHVVPHQW DUH WDNHQ LQWR DFFRXQ E\ 0 LV P D IlDJF{ .‘..’" 4.9 E'—' L{NHY&H KH
FRPSDO\ V VWUDWHJ\ DQG SULRULWLHV SURVSHF V IRU JURZW K-‘R 51 VN XDO UHSRUW IRU F

ULVN IDFWRUV DIIHFWLQJ OHOHI[LV ,I DQ\ RI WKHVH ULVNV ZHUH W

RSHUDWLRQV D ILQDQFLD FR LWLR FRX EH PDWHULD
5HVSRQVH DQG DGDSWDWLRQ VWUDWHJ\ SHU Q QG QbR © QG Q oG v ©0!

IWHU SHUIRUPLQJ WKH PDWHULDOLW\FRP\SHINAKRHOM Y I8 HDLH/[WVRF
?PQDFW\/ Ul \/N\/QPQ’\G(BWS[BZIUIM/B(V(DW\KU—HFRPSDQ\(}V EXVLQHV[V PRg @ 'ng%#"Dlgo \9vv\\/ BWH" \URDEg)fVW 'HDWXULQJ 2HOO VWUXFW>
' PSH Q@RFKUH PSRV x VB 8B E b FKQRORJLHV ZLWK LQLWLDWL"

GHFLVLRQ PDNLQJ SURFHVVHV
Q Q LQQRYDWLRQ

7KHVH LQVLJKWY DUH LQWHJUDWHG LQWR RXU FRUSRUDWH VWUDWHJI\ DV HYLGHQFHG E\ RXU IRFXV RQ FDUERQ

UHGXFWLRQ VXVWDLQDEOH SURGXFW GHYHORSPHQW DQG UHVSRQVLEOH OHDGHUVKLS 7R DGGUHVV HQYLURQPHQWDO
LPSDFW ZH LQLWLDWHG SURJUDPV WR UHGXFH FDUERQ IRRWSULQW DQG LPSURYH ZDVWH PDQDJHPHQW 7R PDQDJH
UHJXODWRU\ ULVNV ZH PDLQWDLQHG VWULFW FRPSOLDQFH ZLWK UHOHYDQW ODZV DQG UHJXODWLRQV 7R FDSLWDOL]H RQ
HPHUJLQJ RSSRUWXQLWLHYVY ZH FRQWLQXHG WR LQYHVW LQ HOHFWULILFDWLRQ WHFKQRORJLHVY DQG H[SORUHG QHZ PDUNHW
VHIPHQWY WR GULYH VXVWDLQDEOH JURZWK



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHQWMIARABROW KW IRNWIIQDQFH UHSRUW

5HVLOLHQFH DQDO\VLV
OHOH[LVY VWUDWHJI\ DQG EXVLQHVVY PRGHO GHPRQVWUDWH UHVLOLHQFH LQ DGGUHVVLQJ PDWHULDO LPSDFWV ULVNV DQG
RSSRUWXQLWLHY WKURXJK WKH IROORZLQJ

I $GDSWDELOLW\ ZH DFWLYHO\ PRQLWRU DQG UHVSRQG WR HPHUJLQJ WUHQGY DQG FKDOOHQJHV DGMXVWLQJ RXU
VWUDWHILF GLUHFWLRQ DV QHHGHG 7KLV LQFOXGHVY LQFRUSRUDWLQJ VXVWDLQDELOLW\ FRQVLGHUDWLRQV LQWR RXU
GHFLVLRQ PDNLQJ SURFHVVHV

I '"LYHUVLILFDWLRQ RXU RSHUDWLRQV DQG UHYHQXH VWUHDPY DUH GLYHUVLILHG DFURVYVY VHYHUDO PDUNHWY DQG
SURGXFW OLQHV UHGXFLQJ UHOLDQFH RQ DQ\ VLQJOH IDFWRU DQG PLWLIJDWLQJ SRWHQWLDO ULVNV

i ,QQRYDWLRQ ZH IRVWHU D FXOWXUH RI LQQRYDWLRQ FRQWLQXRXVO\ VHHNLQJ QHZ VROXWLRQV DQG
WHFKQRORJLHYVY WR LPSURYH HIILFLHQF\ UHGXFH HQYLURQPHQWDO LPSDFW DQG PHHW HYROYLQJ FXVWRPHU
QHHGV

I 6BWDNHKROGHU HQJDJHPHQW ZH DFWLYHO\ HQJDJH ZLWK RXU VWDNHKROGHUVY LQFOXGLQJ HPSOR\HHV
FXVWRPHUV DQG VXSSOLHUV WR XQGHUVWDQG WKHLU FRQFHUQV DQG H[SHFWDWLRQV HQVXULQJ RXU VWUDWHJI\
DOLJQV ZLWK EURDGHU VRFLHWDO JRDOV

7KH WLPH KRUL]JRQV DSSOLHG LQ WKH TXDOLWDWLYH DQDO\VLYV RI RXU UHVLOLHQFH DUH FRQVLVWHQW ZLWK WKRVH GHILQHG
LO6S6A 9% B®QG XVHG IRU RXU ,52 DVVHVVPHQW VKRUW WHUP EHLQJ OHVV WKDQ RQH \HDU PHGLXP WHUP
EHWZHHQ DQG \HDUV DQG ORQJ WHUP PRUH WKDQ \HDUV

2XU FRPSDQ\ LV FRPPLWWHG WR PDLQWDLQLQJ D UHVLOLHQW VWUDWHJI\ DQG DQ DJLOH EXVLQHVV PRGHO WKDW FDQ
DGDSW WR FKDQJLQJ FLUFXPVWDQFHY DQG FRQWULEXWH WR D VXVWDLQDEOH IXWXUH

&KDQJHV IURP SUHYLRXV UHSRUWLQJ SHULRG

&RPSDUHG ZLWK ILQDQFLDO \HDU OHOH[LVY KDV LQFUHDVHG LWV IRFXV RQ (6* WRSLFV :H KDYH H[SDQGHG

RXU VXVWDLQDELOLW\ LQLWLDWLYHY DQG VWDNHKROGHU HQJDJHPHQW DQG FRPSOHWHG RXU PRVW H[WHQVLYH HYHU
H[HUFLVH WR DQDO\]H RXU LPSDFWV ULVNV DQG RSSRUWXQLWLHVY DQG FRPSOHWHG D 'RXEOH ODWHULDOLW\
$VVHVVPHQW

6SHFLILFDWLRQ RI GLVFORVXUHYV

OHOH[LY OLVWHG DQG SULRULWL]HG WKH PDLQ ,PSDFW 5LVN DQG 2SSRUWXQLWLHV ,52V UHODWHG WR WKH YDULRXV
WRSLFV LGHQWLILHG LQ WKH (656 JXLGDQFH $0O LGHQWLILHG ,52V DUH OLQNHG WR (656 'LVFORVXUHY 5HTXLUHPHQWYV
DV DIWHU GLVFXVVLRQ QR PDWHULDO HQWLW\ VSHFLILF WRSLFV ZHUH UHWDLQHG LQ RXU VXVWDLQDELOLW\ UHSRUWLQJ

OHOH[LV PDLQ LPSDFWV ULVNV DQG RSSRUWXQLWLHYV

7KH WDEOH EHORZ HQFRPSDVVHV D OLVW RI PDWHULDO ,52V LGHQWLILHG IRU OHOH[LY 7KH\ DUH VSOLW E\ (656 WRSLF
WKDW DUH LQ VFRSH DFFRUGLQJ WR RXU 'RXEOH ODWHULDOLW\ $VVHVVPHQW



7DFOH RI $W D SFRXW
FROWHQWY J10NDQFH NHOM[LYV

EXVWDI CDELOLWM QDQFLDO RRUSRUDWH
IIHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHQWMIARABROW KW IRNWIIQDQFH UHSRUW

ODLQ LPSDFWYV ULVNY DQG RSSRUWXQLWLHYV

( &OLPDWH FKDQJH PLWLBRWLWQYH DFWXDO LPSDFRZ FDUERQ WHFKQRORJLHV z z z z
1HIJDWLYH DFWXDO LPSDEWUERQ IRRWSULQW z z z z
5LVN 7UDQVLWLRQ ULVN z z
2SSRUWXQLW\ 3URGXFWV WKDW VXSSRUW FOLPDWH FKDQJH PLWLIJDWLRQ - -
&OLPDWH FKDQJH DGDSSOWMAQYH SRWHQWLDO LPHSMFWRORILHV XVHIXO IRU FOLPDWH FKDQJH DGPSWDWLRQ - -
2SSRUWXQLW\ %XVLQHVYV VWUDWHJI\ DIIHFWHG E\ FOLPDWH FKDQJHV z z z
(QHUJ\ FROVXPSWLRQ 3RVLWLYH DFWXDO LPSDRWFKQRORJILHV XVHIXO IRU UHGXFWLRQ LQ HQHUZ\ GHPDQG z z
5LVN 'LVUXSWLRQ RI HQHUJ\ VXSSO\ z z z z
( $LU SROOXWLRQ 1HIJDWLYH DFWXDO LPSDEWHPLFDO FRQWDPLQDWLRQ RI DLU z z
5LVN &RPSO\LQJ ZLWK SROOXWLRQ UHJXODWLRQV z z
6XEVWDQFHV Rl YHU\ KLHEDWR®AHLFW XDO LPSDFW|DUGRXV VXEVWDQFHV z z
5LVN &RPSO\LQJ ZLWK KD]DUGRXV ZDVWH UHJXODWLRQV -
( :DWHU FRQVXPSWLRQ 1HJDWLYH DFWXDO LPSDFQWHQVLYH ZDWHU XVH - -
5LVN ‘DWHU DYDLODELOLW\ - -
( SHVRXUFH LQIORZV 1HIDWLYH DFWXDO LPSDBWH RI SUHFLRXV UDZ PDWHULDOYV z -
5LVN '"HSHQGHQF\ RQ ILQLWH UHVRXUFHV - -
2SSRUWXQLW\ 6XVWDLQDEOH VXSSO\ FKDLQ z z
SHVRXUFH RXWIORZV " 3py| WLYH SRWHQWLDO LPSDFRWH XVH RI FLUFXODU HFRQRP\ WKURXJK RZQ SURGXFWV z z
5LVN 5 LQYHVWPHQWYV z z z z
2SSRUWXQLW\ )LQDQFLDO DQG EXVLQHVV RSSRUWXQLWLHV - - - -
:DYWk 1HIJDWLYH DFWXDO LPSDEW]DUGRXV ZDVWH = z

2SSRUWXQLW\ &RVW RI FLUFXODU HFRQRP\ SULQFLSOHYV z z



7DFOH RI $W D SFRXW
FROWHQWY J10NDQFH NHOM[LYV

EXVWDI CDELOLWM QDQFLDO RRUSRUDWH
IIHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHQWMIARABROW KW IRNWIIQDQFH UHSRUW

ODLQ LPSDFWYV ULVNY DQG RSSRUWXQLWLHYV

6 :RUNLQJ FRQGLWLRQV 3RVLWLYH QHJDWLYH DFWWWQ DPWDFW ZRUNLQJ FRQGLWLRQV z z
2SSRUWXQLW\ RU ULVN 5HWHQWLRQ RI H[LVWLQJ HPSOR\HHV DQG DWWUDFWLRQ RI QHZ WDOHQW z
(TXDO WUHDWPHQW D QG RBISRIVVWHXQHWILWVYH DF\WEUDEPGDHWXDO WUHDWPHQW z z
2SSRUWXQLW\ 'LYHUVLW\ DQG LQFOXVLRQ SUDFWLFHV DIIHFW TXDOLW\ QG LQQRYDWLRQ SRWHQWLDO
5LVN (TXDO WUHDWPHQW RI HPSOR\HHV DIIHFW HPSOR\HH WXUQRYHU z

'RUNHUV LQ WKH YDOX

B RN FRQGLWLRQ\H,355P\'N(EYH QHIDWLYH SRWRHOQM QD RESRPURQY Rl YDOXH FKDLQ ZRUNHUVz z
5LVN '"HSHQGHQF\ RQ ZRUNHUV LQ WKH YDOXH FKDLQ z z

"RUNHUV LQ WKH YDOXH, REPQ v H QHIDWLYH SRWH@WLWOHPERPHEYW Rl YDOXH FKDLQ ZRUNHUV 2 z

HTXDO WUHDWPHQW

:RUNHUV LQ WKH YDOXH
RWKHU ULJKWV

lﬁﬁg\W?YH SRWHQWLDO LPSHFQVULIJKWY YLRODWLRQV LQ WKH YDOXH FKDEQ z

5LVN &RQVHTXHQFHV RI KXPDQ ULJKWV YLRODWLRQV EQ WKH YDOXH FKDLQ z
6 &RQVXPHUV DQG HQG XBRMVWLYH DFWXDO LPSDBWRGXFW TXDOLW\ z z
2SSRUWXQLW\ BURGXFW TXDOLW\ DIITHFWV PDUNHW VKDUH z z
* &RUSRUDWH FXOWXUH 3RVLWLYH QHJDWLYH DFWRD®RILPBDHEWXOWXUH z z
2SSRUWXQLW\ 6XVWDLQDEOH EXVLQHVV VWUDWHJ\ z z
SURWHFWLRQ RI ZKLVWOREDWEZHWH\WQHIDWLYH DFWSDFWPBQ ZMLVWOHEORZHUV SURWHFWLRQ z z
5LVN ,VVXHV IURP ODFN RI ZKLVWOHEORZHU SURWHFWLRQ z z
5HODWLRQVKLSV ZLWK BRSEOWLMNHUVWODFWXDO LPSDEWVWDLQDEOH VXSSOLHU UHODWLRQVKLS PDQDJHPHQW z
2SSRUWXQLW\ %HQHILWV IURP VXVWDLQDEOH VXSSOLHU UHODWLRQVKLS»N z z
&RUUXSWLRQ DQG EULEHHIDWLYH SRWHQWLDO L#BDBEXWSWLRQ LPSDFWV FRPSHWLWLYH FRQGLWLRQV z z

5LVN 5LVNV GXH WR FRUUXSWLRQ FDVHV z z



7DFOH RI SW D SFRXW
FROWHQWY J10DQFH NHOH[LV

EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHQWMIARABROW KW IRNWIIQDQFH UHSRUW

’ P S D F W V U L V N V D Q G R S?SHQ—IUW%LQVKHWRII_RFIJ VRFHVV WR LGHQWLI\ RXU NH
F) D Q D J H P H Q W 8QGHUVWDQG WKEHQ®RQWHWKH PDLQ JOREDO DFWLYLWLHV DQG E

ERWK IRU RXU RZQ RSHUDWLRQV DV IRU RXU XSVWUHDP GRZQVWU

H[HUFLVH ZH DOVR JDWKHUHG LQIRUPDWLRQ RQ SHHUV DQG FRPS
7R PDNH VXUH RXU HIIRUWYV DUH IRFXVHG RQ WKH ULJKW DUHDV ZH FRQGXFWHG RXU ILUVW FRPSUHKHQVLYH

PDWHULDOLW\ DVVHVVPHQW HIQG RMWFRPHDROWKH 'RXEOH 0DWHULDOL W 1$VeRHYY B4R Wy URBH 6 VEL OLVWLQJ UHOHYDQW VXVWDLOD!
ZLOO EH UHJXODUO\ UHYLHZHG DQG YDOLGDWHG WR HQVXUH ZH FRQW LR WR LPdWXV%*E'ﬁfé\WQJd&iWGé’HE SYUNV VWDQGDU
VWDNHKROGHUV DQG DGDSW WR WKH HYROYLQJ EXVLQHVV HQYLURGRHMAW 4 vNV DOG RSSRUWXOLWLHV .52V IRU HDFK WRSLF ED

VXVWDLQDELOLW\ PDWWHUV :H ORRNHG DW RXU GRXEOH PDWHUL
7KLV DVVHVVPHQW KHOSHG XV WR SULRULWLIH RXU VXVWDLQDELQLMA Gl LAV f HYoR Rwil R UXRE YD1 iPR lDQeZb WKL I RRWS B
DQG H[SHFWDWLRQV RI RXU VWDNHKROGHUYV H[WHUQDO ULVNV DQG RSSRUWXQLWLHV WKDW DIIHFW RXU RUJDQ

DOVR DVVHVVHG ZKHWKHU DQ LPSDFW ZDV LGHQWLILHG DQG HYD:

/7KH PDWHULDOLW\ DVVHVVPH ErYyc G3dW Fukt §HeHocHQFLHY

GHQWLI\ DITHFWHG VWDNHKROGHVUR HD@\GX H 8 JD JHKRIMRK MKKXPG H U
OHOHMWHV SXEOLFO\ DYDLODEOH LQIRUPDWLRQ DQG LQWHUQDO &§H MW YV MR RMMH V¥ \vBRWHDW bB@ kR HRHEMY) oULWHK HRR®GHUV DO
RSSRUWXQLWLHV DFURVV LWV RSHUDWLRQV )RU LQVWDQFH ULNNWRRMWRYNS XK DIRY R YEWROPHRWROWKASBRWSRYH DOG RXWERP
HYDOXDWHG XVLQJ LQGXVWU\ VSHFLILF PHWULFV ZKLOH DVVXP§®/LV\R|Q_VVR|QEI@(|ANEHUFUZ-L]XODWRU\ FKDQJHVY DUH PRGHOOHG
EDVHG RQ UHFHQW OHJIJERQVWEANBHWUEHRNMGK RXU RZQ RSHUDWLRQVY DQG WKH EURDGHU YDOXH FKDLQ

LQVLGH DQG RXWVLGH (8 DOVR WDNLQJ LQWR DFFRXQW VHFWRUWUNRE UM LRE0RISEL IME WKIKEDB WE Y BDWKARHEWR2A VFRUHG HDFK ,52
YXOQHUDELOLW\ DQG ORZHU ODERU VWDQGDUGYV LPSRUWDQFH WR VWDNHKROGHUY DQG SRWHQWLDO LPSDFWV RQ R

DV SRVLWLYH QHJDWLYH DQG DFWXDO SRWHQWLDO :H DOVR VHOF
2XU PDWHULDOLW\ IUDPHZRUN PDSSLQJ DQG VFRUHG WKH UHODWHG VFDOH VFRSH LUUHPHGLDE

WKH YDOXH FKDLQ DQG WLPH KRUL]JRQ IRU HDFK ULVN DQG RSSRU!
2XU LQIRUPDO GXH GLOLJHQFH SURFHVV ZDV XVHG WR LGHQWLIp@PY VXU OIKRRELWL]IH DQG PRQLWRU SRWHQWLDO DQG

DFWXDO LPSDFWV RQ SHRSOH DQG WKH HQYLURQPHQW :LWK WKH VXSSRUW RI HIWHUQDO H[SHUWV ZH FUHDWHG D

FXVWRPL]HG IUDPHZRUN EDVHG RQ &65' GRXEOH PDWHULDOLW\ JXLi3tiPIRUHM H LI GroiQmvehd ey ) MKV LR R IFRK LRMUR D PDWUL[ DQG V
FRPSDQ\éV RSHUDWLRQV RU EXVLQHVV UHODWLRQVKLSV PD\ FD Xy HiROWUD-& & Wk & R DR E HDOL@NE GFGLYREW QI AMRP DWLRQ GLVFC
PDWHULDO LPSDFWV ULVNV RU RSSRUWXQLWLHV :H GLVFXVVHGERWMK WKHQ@LW HAW \D @ GRIFUG VU HE Wx URISD B W11 B RHIHR SOW K ERWK

DQG WKH HQYLURQPHQW DULVLQJ IURP RXU RZQ RSHUDWLRQV NQSHWBWH RIGIY XRW KL J KW RXW EX YRYW Y HOHYDQW VXVWDLQDE
UHODWLRQVKLSYV



7DFOH RI SW D SFRXW
FROWHQWYV J1ODQFH NHOH[LV

EXVWDI CDELOLW)M QDQFLDO &RUSRUDWH
IIHSRUW IITHSRUW JRYHUQDQFH $SSHQGL][

A" H\ PDWHUI D@ WIRBNAYROGHL HAIDYHPROQWHQWM ARASROW KW IRNWIQDQFH UHSRUW

<

'RXEOH ODWHULDOLW\ $VVHVVPHQW 2XWFRPH

(656 6XEMHFW
(QYLURQPHQWDO

QFHUQ

PV

6RFLDO

WXQLWLI

*RYHUQDQFH

1RWBDUJHU FLUFOHY DUH XVHG IRU WRSLFV ZKHU|
OHYHUDJH IRU DFWLRQV DQG SRWHQWLDO LPSDFW



7DFOH RI SW D SFRXW
FROWHQWY J10DQFH NHOH[LV

A

H PDWHUL DM WRSNFHKROGH L

EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
IITHSRUW IIHSRUW IJRYHIIQDQFH

HATDYHPROWHOQWMIERABEROW M IRMNWIIQODOQFH UHSRUW

$SSHOQGL]

2XU NH\ ILQGLQJV

6SHFLDO DQDO\VLY RQ %LRGLYHUVLW\ L
$W OHOH[LV ZH XQGHUVWDQG WKH LQKHUHQ
KDYH WKHUHIRUH ZRUNHG RQ HYDOXDWLQJ R
ZLWK DQ DVVHVVPHQW RRWRRD VBHISHIA HQF L H
LQWHUGHSHQGHQFH ZLWK DAGVRGGH¥RXVV\W B F
SRWHQWLDO SK\VLFDO DQG WUDQVLWLRQ UL
ELRGLYHUVLW\ DQG FRXOG QRW LGHQWLI\ EU

$FFRUGLQJ WR .H\ %LRGLYHUVLW\ $UHDV DQI
SURGXFWLRQ VLWHY DUH ORFDWHG LQ RU QF
:H KDYH DVVHVVHG WKDW DGRSWLQJ ELRGLY
ZDV QRW D SULPDU\ IRFXV FRQVLGHULQJ RXL
ORFDWLRQV ,Q FRQFOXVLRQ QR PDWHULDO
RSSRUWXQLWLHY ZHUH LGHQWLILHG

1RQ PDWHULDO WRSLFV

%DVHG RQ WKH PDWUL[ VXPPDUL]JLQJ WKH UH
ODWHULDOLW\ $VVHVVPHQW WKH WRSLFV RI
SBROOXWLRQ ( %LRGLYHUVLW\ ( DQG $IIH
ZHUH IRXQG WR IDOO EHORZ WKH WKUHVKRO
DQG ILQDQFLDO PDWHULDOLW\ 1R VLJQLILFD
RSSRUWXQLWLHYVY UHODWHG WR WKHVH WRSL

$V D UHVXOW WKHVH (656 WRSLFV ZLOO QRW
6XVWDLQDELOLW\ UHSRUW



7TDFCH RI $W D SFRXW EXVWDI CDELOLWXM QDQFLDO RRIISRUDWH

FROWHQWY J10DQFH NHOH[LV IITHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]
SURFHVVHV WR LGHQWLI\ DQG(BY&/ HMWM-BBWXWH BB T E2VYHPHQV

'"HFLVLRQ PDNLQJ SURFHVV DQG LQWHUQDO FRQW U RKOH[RQWRRY P VL HI ELIFOQW VWHBSIRUZPUG WKLV \HDU E\ DOLJG
6XVWDLQDELOLWN UHSRUW UHIOHFWV RXU GHGLFDWLRQ WR WUDQ

7KH (6* FRUH WHDP WRJHWKHU ZLWK VXEMHFW PDWWHU H[SHUWW DRUBNDQWH VDA ERQYEXOWDQWY FDUULHG RXW WKH
'RXEOH ODWHULDOLW)\ $VVHVVPHQW 7KH GDWD JDWKHULQJ DQG GHFLVLRQ PDNLQJ SURFHVV ZDV D WHDP HIIRUW
ZLWK LQSXW IURP PDQ\ GHSDUWPHQWYV ZLWKLQ RXU RUJDQL]DW QRN HKHLWDHY X© WY FRD RVW KX 1D MWH UMPHR WIUZHIB B Q W V
SUHVHQWHG WR WKH ([HFXWLYH ODQDJHPHQW IRU UHYLHZ DQG DSSURYHG E\ WKH %RDUG RI 'LUHFWRUYV

OHOH[LV 6XVWDLQDELOLW\ UHSRUW LQFOXGHV VSHFLILF GDWDSRL
,QWHUQDO FRQWUROV VSHFLILF WR WKH UHSRUWLQJ VWDJH LQFOXGHG D GHWDLOHG UHYLHZ RI ERWK TXDOLWDWLYH DQG
TXDQWLWDWLYH LQIRUPDWLRQ E\ WKH 6HQLRU )LQDQFLDO $QDOTYW FRQM-HWWHLQBE HEBQWZLQHRIYPVYWIL\RQ RNDG LHMMQLRQDO WRRO
SURYLGHG E\ WKH UHVSRQVLEOH VXEMHFW PDWWHU H[SHUWV $ZKHUHUGDVEBRVKDI RV WKH GH®MUWH®Y WKHQ FDUULHG RXW

E\ RXU 6XVWDLQDELOLW\ 'LUHFWRU DQG RWKHU VHQLRU PDQDJ 'DWDSRLQW

'LVFORVXUH 5HTXLUHPHQW DQG UHODRWHKGE W BBVDRIMDWWLBDY VHVYVRPHQWU

7KHVH SURFHGXUHVY SURPRWH DFFRXQWDELOLW\ DQG WUDQVSD

(656 *29 6)'5 UHIHUHQFH %HQFRKPDUN *29
%RDIG V IHOGHU GIYHUVLW\ SDUDJULHSIKODWLRQ UHIHUHQFH
SLVN DVVHVVPHQW DQG LQWH‘]UDWLRQ LQWR RYHU (656 *29 %HQFKPDUN UHIJXODWEKR® UHIH2IHQFH

AHIIFHOWDIH RI ERNIIG PHPEHIUIV 7KR DUH LQGHSHQGHQW SDUDJUDSK
6 XVWDLQDELOLW\ UHODWHG ULVNV VXFK DV FRPSOLDQFH ULVN —

UHYLHZ 7KHUH LV QR IRUPDO SULRULWL]DWLRQ SURFHVV LQ SC (656 *29 6)'5 UHIHUHQFH <HV 20
AWDWHPHOW RO GXH GIOLJHQFH SDUDJUDSK

VXVWDLQDELOLW\ RU RWKHU FDWHJRULHV HDFK ULVN LV UHYLF 2XU
(656 6%0 6)'5 UHIHUHQFH 3LOODR UHIHWBHQFH

ULVN DVVHVVPHQW SURFHVV GRHV QRW LQYROYH DQ\ ULVN PDQ QYROYHPHQW LQ DFWLYLWLHV U H O DIWHHTGF WHRD ILRN/ WIHA X X 1D O/ IDEEQV UYL WU H @ F H

GLVFXVVHV ULVNV DQG VWUDWHJILHV GXULQJ ZHHNO\ WRXFKSRL SDUDJUDSK G L

HQDEOHV WKH FRPSDQ\ WR PDQDJH DQG DGGUHVV KLJK LPSDFW (656 6%0 6)'5 UHIHUHQFH %HQFIRPDUN 1 $

RWKHU DKHHDFSDFWV ULVNV DQG RSSRUWXQLWLHV LGHQWLILFD shUaupax 2 g2 HrWHYEWLRY URODINHE QTRVERIQPLADIOUSQREXFWLRQ

ZKLFK WKHQ LQIRUPV ([HFXWLYH 0DQDJHPHQW RI WKH PDWHULD oo gy 56 V0BG GEGoUN &G

LQWHJUDWHY WKHP LQ WKHLU DVVHVVPHQW DQG HYDOXDWHV W ,QYROYHPHQW LQ DFWLYLWLHV UHODWHGE WRVERQWWHRMHHQEBO ZHDSRQV

SURFHYNVPMODUO\ WKH RSSRUWXQLWLHYV LGHQWLILHG E\ WKH (6 SPUDJUDSK G LLL

H[SHUWV DQG WKH GHSDUWPHQW OHDGV ZKLFK LV WKH VWDUW (656 6%0 %HQFKPDUN UHJXODWLRQ UHIHWHQFH
,QOYROYHPHQW LQ DFWLYLWLHY UHODWHG WR FXOWLYDWLRQ DQG

PDQDJHPHQW 7KLV GULYHV XV WR LGHQWLI\ DQG DFW RQ RSSR SURGXFWLRQ RI WREDFFR SDUDJUDSK G LY

DQG DUH FRQVLVWHQW ZLWK RXU FXOWXUH RI LQQRYDWLRQ (BEE (8 ROLPDWH /DZ UHIHUHHUFH &

7ZUDQVIWIROQ SODOQ WR IIHDFK FOLPDWH QHXWUDOLW\ E\
SNDIINITLIDSK

(656 ( 3LOODU UHIHUHQFH <BIWQFKFMIIN
RQOGHIIWDNI QI1V HIFOXGHG I1IRP 3DULWHD RO DWH®R @ WO FKE B Q NN

SNIINILIDSK J

(656 ( 6)'5 UHIHUHQFH 3LOO®WYV UHIHIHQFH

*+* HPIVVIROQ WHGXFWIROQ WDUJHWYV $BQBKBDBEK UHIJXODWLRQ UHIHUHQFH




7DFOH RI SW D SFRXW
FROWHQWY J10DQFH NHOH[LV IIHSRUW
4 H\ PDWHIII DA WARSNAWROGH L

'DWDSRLQW
PDWHULBEEWL
'LVFORVXUH 5HTXLUHPHQW DQG UHO RWHGE 5 PBVDSRIMDD W L Y V HV V PHQ WU

EXVWDI CDELOLWXM QDQFLDO

RRIISRUDWH

IIHSRUW IJRYHUQDQFH $SSHQGL]

HOETIDYHPROWHQWMIARAEROWKHIRNWIIQODOQFH UHSRUW

'DWDSRLQW

'LVFORVXUH 5HTXLUHPHQW DQG UHODRWHKGE U CBWDHRIMDW W LBDY VHVVRAHQWU

(656 ( 6)'5 UHIHUHQFH <HV (-
(OHIII\ ERQOVXPSWIRQ ILIRP IRVVI (O VRXUFHV GLVDJJUHJDWHG E\

VRXIIFHV ROO\ KI 1K FOIPDWH I PSDFW VHFWRUYVY SDUDJUDSK

(656 ( 6)'5 UHIHUHQFH <HV —
(OHIIT\ FROVXPSWI RO DNOG PL[ SDUDJUDSK

(656 ( 6)'5 UHIHUHQFH <HV (
(OHIIIN T OWHOVI W\ DVVREI DWHG ZILWK DFWLYLWLHV LQ KLJK FOLPDWH

I PSDFW VHFWRIIV STUDJUDSKYV WR

(656 ( 6)'5 UHIHUHQFH 3LOO®WY UHIMUHQFH
*IIRVV RERSH NOG 7RWNDO *+* HPRHWQLFKPD §N WHIXIOEXWLRQ UHIHUHQFH
(656 ( 6)'5 UHIHUHQFH 3LOO®WY UHIHUHQFH

*URVV *+* HPIVVIROV | QWHOQVILW\ SDWBQFEBRUN WHIXODWLRQ UHIHUHQFH

(656 ( (8 &OLPDWH /DZ UHIHUHQFH 13
*+* UHPRYDOV DQG FDUERQ FUHGLWY SDUDJUDSK

(656 ( %HQFKPDUN UHJXODWLRQ UHIHWHQFH
([SRVXUH Rl WKH EHQFKPDUN SRUWIROLR WR FOLPDWH UHODWHG
SK\VLFDO ULVNV SDUDJUDSK

(656 ( 3LOODU UHIHUHQFH 1R 13
"LVDJJUHJDWLRQ RI PRQHWDU\ DPRXQWY E\ DFXWH DQG FKURQLF
SK\WLFDO ULVN SDUDJUDSK D

(656 (

/REFDWLRQ RI VLJQLILFDQW DVVHWYV DW PDWHULDO SK\VLFDO ULVN
SDUDJUDSK F

(656 ( 3LOODU UHIHUHQFH 1R 13
%UHDNGRZQ RI WKH FDUU\LQJ YDOXH RI LWV UHDO HVWDWH DVVHWYV E\
HQHUJ\ HIILFLHQF\ FODVVHV SDUDJUDSK F

(656 ( %HQFKPDUN UHIJXODWLRQ UHIHWHQFH
'"HJUHH RI H[SRVXUH RI WKH SRUWIROLR WR FOLPDWH UHODWHG
RSSRUWXQLWLHYV SDUDJUDSK

(656 ( 6)'5 UHIHUHQFH 1R 13
$PRXQW RI HDFK SROOXWDQW OLVWHG LQ $QQH[ ,, Rl WKH ( 3575
5HIXODWLRQ (XURSHDQ 3ROOXWDQW 5HOHDVH DQG 7UDQVIHU
5HJLVWHU HPLWWHG WR DLU ZDWHU DQG VRLO SDUDJUDSK

(656 ( 6)'5 UHIHUHQFH 1R 13
"DWHU DQG PDULQH UHVRXUFHV SDUDJUDSK

(656 ( 6)'5 UHIHUHQFH 1R 13
"HGLFDWHG SROLF\ SDUDJUDSK

(656 ( 6)'5 UHIHUHQFH 1R 18
6XVWDLQDEOH RFHDQV DQG VHDV SDUDJUDSK

(656 ( 6)'5 UHIHUHQFH 1R 13
7RWDO ZDWHU UHF\FOHG DQG UHXVHG SDUDJUDSK F

(656 ( 6)'5 UHIHUHQFH 1R 13

7RWDO ZDWHU FRQSHWP MMRQHYHBRXH RQ RZQ
RSHUDWLRQV SDUDJUDSK

(656  6%0 ( SDUDJUDSK D L 6)'5 UHIHUHQFH 1R 1%
(656  6%0 ( SDUDJUDSK E 6)'5 UHIHUHQFH 1R 1%
(656  6%0 ( SDUDJUDSK F 6)'5 UHIHUHQFH 1R 1%

(656 (
6XVWDLQDEOH ODQG
SDUDJUDSK E

6)'5 UHIHUHQFH 1R 13
DJULFXOWXUH SUDFWLFHV RU SROLFLHV

(656 ( 6)'5 UHIHUHQFH 1R 1%
6XVWDLQDEOH RFHDQV VHDV SUDFWLFHV RU SROLFLHV SDUDJUDSK F
(656 ( 6)'5 UHIHUHQFH 1R 18
3ROLFLHVY WR DGGUHVYVY GHIRUHVWDWLRQ SDUDJUDSK G

(656 ( 6)'5 UHIHUHQFH <HV (

1RO IIHEF\FOHG 7ZDVWH SDUDJUDSK G

(656 ( 6)'5 UHIHUHQFH <HV (
+DIDIIGRXV ZDVWH DOG LIDGIRDFWLYH ZDVWH SDUDJUDSK

(656 6%0 6 6)'5 UHIHUHQFH <HV A _(RF6
5IVN RI IOFIGHOWY RI IRILIFHG ODERU SDUDJUDSK | A 0AN
(656 6%0 6 6)'5 UHIHUHQFH <HV A _(R5E
5IVN RI IOFIGHOWY RI EKI OG ODERU SDUDJUDSK J R 0AN
(656 6 6)'5 UHIHUHQFH <HV A
+XPDOQ LI IJKWV SROIF\ FRPP_WPHQWYV SDUDJUDSK

(656 6 %HQFKPDUN UHJXODWEKR®Q UHIBWIIHQFH

'XH GI Ol THOFH SROIFIHVY RQ LVVXHV DGGUHVVHG E\ WKH
IXOGDPHOWDO QWHIIODWIRAQODO /DERU 2UJDQL]DWLRQ &RQYHQWLRQV
W R SDINJUDSK

(656 6 6)'5 UHIHUHQFH <HV [GE
RURFHVVHY DOG PHDVXIIHV IRII SIIFYHQWLQJ WUDIILFNLQJ LQ KXPDQ
FHI 01V SDIIDJUDSK

(656 6 6)'5 UHIHUHQFH <HV A
"RIINSODFEFH DFEFI GHQOW SIIHYHOW|LRQ SROLF\ RU PDQDJHPHQW
VA\VWHP SDIIDJUDSK

(656 6 6)'5 UHIHUHQFH <HV &)
*IIHYDQFH FRPSODIQWV KDOQOGOI Q1 PHFKDQLVPV SDUDJUDSK B

(656 6 6)'5 UHIHUHQFH %HQFRKPDUN &
IXPEHII RI IDWDOIWIHV DQOG QXPFEHUUBQ XOWMWNHR @ IUHR H M HQHFGD W H G

DEFI GHOWVY SDLIDI1IIDSK E DQG F

(656 6 6)'5 UHIHUHQFH <HV A

1IXPEHII RI GD\V ORVW WR | QMXIIIHY DFFLGHQWY IDWDOLWLHY RU LOOQHVV
SDIUDILIDSK H

(656 6 6)'5 UHIHUHQFH <HV A

BODGMXVWHG 1HQGHLII SD\ JDS SDUDJUDSK D

(656 6 6)'5 UHIHUHQFH %HQRKPDUN &6
(TEHVVIVYH R(2 SD\ IIDWIR SDUDJUDSKHJXODWLRQ UHIHUHQFH

(656 6 6)'5 UHIHUHQFH <HV A
QFIGHOWY RI GIVFEIIPIODWLRQ SDUDJUDSK D

(656 6 6)'5 UHIHUHQFH %HQFRPDUN &

1RO LIHVSHEW RI 81*3V RO %X VI QOHYVVUBIQKODVPDRQ5U BHKMWHRE 8

2(R' *XI GHOI QHVY SDIIDJUDSK D

(656 6%0 & 6 6)'5 UHIHUHQFH <HV AR (AL G

6LJOLILFDQW ULVN RI FKLOG ODERU RU IRUFHG ODERU LQ WKH YDCXHOo%0
EKDLQ SDUDJUDSK E




7DFOH RI SW D SFRXW
FROWHQWY J10DQFH OHOH[LV IIHSRUW
4 H\ PDWHIII DA WARSNAWROGH L

'DWDSRLQW

PDWHULBEEWL
'LVFORVXUH 5HTXLUHPHQW DQG UHO RWHGE 5 PBVDSRIMDD W L Y V HV V PHQ WU

(656 6 6)'5 UHIHUHQFH <HV A
+XPDO 11l IKW\Y SROI FE\ CDDD_WPHQWV SDUDJUDSK
(656 6 6)'5 UHIHUHQFH <HV B

RROIFIHV IITHODWHG WR YDOXE FKDLQ ZRUNHUV SDUDJUDSK

(656 6 6)'5 UHIHUHQFH %HQFRKPDUN &6
1RO LIHVSHEW RI 81*2V RO %X VI QHVVUBQKODVPIDRQS5U BIKMWH Q F H

SIHIQFI SOHVY DOG 2(&' 1X1 GHOLQHYVY SDUDJUDSK

(656 6 %HQFKPDUN UHIJXODWEKR®Q UHIHIIHQFH
'XH GIOI IHQFH SROIFIHVY RC LVVXHY DGGUHVVHG E\ WKH

IXOGDPHOWDO OWHIIODWIRODO /IDERU 2UJDQ|_]DW|_RQ &RQYHQWLRQV

W R SNDIINJUDSK

(656 6 6)'5 UHIHUHQFH 1R 183
+XPDQ ULJKWV LVVXHV DQG LQFLGHQWYV FRQQHFWHG WR LWV
XSVWUHDP DQG GRZQVWUHDP YDOXH FKDLQ SDUDJUDSK

(656 6 6)'5 UHIHUHQFH 1R 1$
+XPDQ ULJKWV SROLF\ FRPPLWPHQWY SDUDJUDSK

(656 6 6)'5 UHIHUHQFH %HQFIK®PDUN 1 $
1RQ UHVSHFW RI 81*3V RQ %XVLQHVVUBIQEODVPIDRQ5 WU BIKMAVH Q/FR2H
SULQFLSOHV RU 2(&' JXLGHOLQHV SDUDJUDSK

(656 6 6)'5 UHIHUHQFH 1R 183
+XPDQ ULJKWV LVVXHV DQG LQFLGHQWY SDUDJUDSK
(656 6 6)'5 UHIHUHQFH 1R 18

3ROLFLHVY UHODWHG WR FRQVXPHUV DQG HQG XVHUV SDUDJUDSK

(656 6 6)'5 UHIHUHQFH %HQFIKPDUN 1 $
1RQ UHVSHFW RI 81*3V RQ %XVLQHVVUBIQBEODVPIDRQ5U BIKMYVHR® 8
2(& JXLGHOLQHV SDUDJUDSK

(656 6 6)'5 UHIHUHQFH <HV A
+XPDOQ I AKWYVY I VVXHY DOG LQFLGHQWY SDUDJUDSK
(656 * 6)'5 UHIHUHQFH 1R 18

8QLWHG 1DWLRQV &RQYHQWLRQ DJDLQVW &RUUXSWLRQ SDUDJUDSK
E

(656 * 6)'5 UHIHUHQFH 1R 13
BURWHFWLRQ RI ZKLVWOHEORZHUV SDUDJUDSK G

(656 * 6)'5 UHIHUHQFH %HQFEKWDUN *
VIOHV IRII YIRODWI RO RI DOWI ERUUXBIXICDWWDRRG DRMIUEBQEBHU\ ODZV
SDIUIDILDSK D

(656 * 6)'5 UHIHUHQFH 1R 1%

6WDQGDUGY RI DQWL FRUUXSWLRQ DQG DQWL EULEHU\ SDUDJUDSK
E

EXVWDI CDELOLWXM QDQFLDO
IITHSERUW

7KH

RRIISRUDWH

IJRYHUQDQFH $SSHQGL]

HOETIDYHPROWHQWMIARAEROWKHIRNWIIQODOQFH UHSRUW

IROORZLQJ WDEOH EHORZ VKRZV WKH OLVW RI GLVFORVXUH U

WKH UHSRUW

' 6HFWUR/FORVXUH 5HTXLUHPHQW

o R

oA R

'5 1DPH DQG OLQEBIRPPHQW
*HOQHUDO EDVIV IRIL SUHSDUDWIRQIRI WKH VXVWDLQDELOLW\ VWDWHP}

JVEORVXIUIIHV 1LOQ UHODWILROQ WR VSHFLILF FLUFXPVWDQFHYV

7ZKH UROH RI WKH DGPILQIVWIUDWIYH PDQDJHPHQW DQG VXSHUYLVRU\

52V DOG WKHILIL LOWHUDEWILRQ ZLWK VWUDWHJI\ DQG EXVLC

52V DOQG WKHIL I QWHIUDEWI RQ ZLWK VWUDWHJ\ DQG EXVLC

GRHV QRW HQJIDJH LQ *+*
UHPRYDOV WKURXJK FDUE

2XW RI VFRSH EHFDXVH 0
GRHV QRW RSHUDWH ZLW
FDUERQ SULFLQJ

*2Q

oo QIRIPDWIRQO SURYIGHG WR DOG VXVWDIODELOLW\ PDWWHUV DGGUHV

2 [ERGLHV

*29 OWHIUDWI RO RI VXVWDILODFILOIW\ UHODWHG SHUIRUPDQFH LQ LQFHQ\

*2q AWDWHPHQW RQ GXH GLOLJHQFH

*2a 51 VN PDQODIHPHQOW DOG I QWHIIQDO FROWUROV RYHU VXVWDLQDELOLW\

A 0AD AWILIDWHI\ FXVIOHVVY PRGHO DQG YDOXH FKDLQ

A 040 QWHUHVWY DOG YILHZV RI VWDNHKROGHUV

/040 ODWHLILDO

52 'HVVEFUILSWIRO RI WKH SIIRFHVV WR IGHQWLI\ DQG DVVHVV PDWHULDO ,E

52 " VEORVXUH SHTXIUHPHQWY QO (656 FRYHIUIHG E\ WKH VXVWDLQDELOLW

0'5 3 3ROLFLHV DGRSWHG WR PDQDJH PDWHULDO VXVWDLQDELOLW\ PDWWH_L

0'5 $ $FWLRQV DQG UHVRXUFHV LQ UHODWLRQ WR PRWHKERE VYRR ES?

0'5 0 OHWULFV LQ UHODWLRQ WR PDWHULDO vXVvwDYG¥eEL ST WHE & wWHiAFu v

0'5 7 7UDFNLQJ HIIHFWLYHQHVV RI SROLFLHV DQG DFWLRQV WKURXJK WDUJ}

( *2a QWHIUDWIRQ RILVXVWDILODELOLWY IHODWHG SHUIRUPDQFH LQ LQFHQ)

= ZUDOVIWIRQ SODQ IR EOLPDWH FKDQJH PLWLJDWLRQ

( ROAN ODWHIIIL DO

( 52 "HVEULSWIRQ RI WKH SUREHVY WR LGHQWLI\ DQG DVVHVV FOLPDWH UH

4(7 A3ROIFIHV IIHODWHG WR _FOI PDWH F:KDQJH PLWLJDWLRQ DQG DGDSWDW

— $EWIRQV DOG IHVRXIEHV 1Q UHODWLRQ WR FOLPDWH FKDQJH SROLFLI

— 7ZDUIHWY IHODWHG WR EOIPDWH FXDQJH PLWLJDWLRQ DQG DGDSWDWL

— (QHUJ\ FROQVXPSWLRQ DQG PLJ

— *URVV AERSHV DOG 7ZRWDO *+* HPLVVLRQV

( *+* UHPRYDOV DQG *+* PLWLJDWLRQ SURMH F WK \W. @D @ F R § HWEHFFDXOWH FO
FUHGLWYV

( ,QWHUQDO FDUERQ SULFLQJ

( $QWLFLSDWHG ILQDQFLDO HIIHFWV IURP FOLPDDN IUMODW HBN,BQVLRQ I

( 52

'HVEUILSWIROQ RI WKH SUREHVV WR IGHOQWILI\ DQG DVVHVV SROOXWLRQ

1$ RQO\ PDWHULDO IRU

3ROLFLHV UHODWHG WR SROOXWLRQ XSVWUHDP



7DFOH RI SW D SFRXW
FROWHQWY J10DQFH OHOH[LV

ITHSRUW

EXVWDI CDELOLWXM QDQFLDO RRIISRUDWH

IIHSRUW IJRYHUQDQFH $SSHQGL]

A7 H\ PDWHUI D@ WIRSBNAWROGHL HAIDYHPROWHQW M ARARRO WK IRNWIQDQEH UHSRUW

'5 6HFWUREFORVXUH 5HTXLUHPHQW '5 1DPH DQG OLQBRPPHQW

$EWIRQV. DQG UHVRXIUEFHY UHODWHG WR SROOXWLRQ

1$ RQO\ PDWHULDO |

7DUJHWYVY UHODWHG WR SROOXWLRQ XSVWUHDP

RROOXWI| RQ RI DLU

BXEVWDOQEHVY RILARROFHLUQ DOG 6XEVWDQFHYV RI 9HU\ +LJK &RQFHUQ

$QWLFLSDWHG ILQDQFLDO HIIHFWV IURP SRO GXW VR Q JUHD B WHHEQ \5L2R
'HVEUILSWIRQ RI WKH SURFHVV WR I GHQWLI\ DQG DVVHVV ZDWHU D(

( 52 UHVRXIUEHVY IJTHODWHG ,52V

( 3ROLFLHVY UHODWHG WR ZDWHU DQG PDULQH Q»f\(lm%-b e © |

— SEWIRQV DQG UHVRXIEHV IHODWHG WR ZDWHU DQG PDULQH UHVRX

( 7DUJHWYV UHODWHG WR ZDWHU DQG PDULQH uggé?\gz\g@ﬁ’%fDWHU"Do !

( :DWHU FRQVXPSWLRQ )1(S$VVSSSE\)PPDWHULDO !

( $QWLFLSDWHG ILQDQFLDO HIIHFWV IURP ,52V U80RQ®\GPW R/ DM ||
UHVRXUFHV XSVWUHDP

( %LRGLYHUVLW\ DQG HFRV\VWHPV 1RW D PDWHULDO WRS

( B 'HVEUIL SWIRO RI WKH SURFHVV WR | GHOWI |\ DQG DVVHVV 52V UHOL
HERQRP\

— AROIEIHV UHODWHG WR UHVRXUFH XVH DQG FLUFXODU HFRQRP\

— SEWIRQV DQG UHVRXIIEHV HHODWHG WR PDWHULDO XVH DQG FLUFX(

— ZDUIHWY UHODWHG WR UHVRXUFH XVH DQG FLUFXODU HFRQRP\

— SHVRXUEH LQIORZV

417 SHVRXIIFH RXWIORZV

( $QWLFLSDWHG ILQDQFLDO HIIHFWV IURP ,52V JKDOML\@H G QV R [ WHIQRL R
HFRQRP\

AR QWHUHVWY DQG YLHZV RI VWDNHKROGHUV

A _A%0 ODWHUIDO 52V DQG WKHII IQWHIDEWIRQ ZLWK VWUDWHJ\ DQG EX

A RAROIEIHV IHODWHG WR RZQ ZRUNIRUFH

A RUREHVVHV IR HQINDII QI ZIWK RZQ ZRINIRIEH DQG UHSUHVHQWDWL'

| I | FIURFHVVHY WR IIHPHGI DWH OHIDWIYH I PSDFWV DQG FKDQQHOV WR

| I | SEWILROV DOG DSSIURDFEFKHVY WR PDQDJLQJ PDWHULDO ,52V

6 ZDUJIHWY UHODWHG WR PIDQDJLQJ PDWHULDO ,52V

A &KDUDEWHULVWIEM RI WKH HPSOR\HHV

6 &KDUDFWHULVWLFV Rl QRQ HPSOR\HHV LQ WKBKRX¥Q @R UQ IRWFHQ V L R

A RROOHEWIYH EDIIDIQLQ1 ERYHUDJH DQG VRFLDO GLDORJXH

= LYHUVIW, PHWULFV

A SGHTXDWH ZDJHV

6 6RFLDO SURWHFWLRQ 3KDVLQJ LQ H[WHQVLR

6 3HUVRQV ZLWK GLVDELOLWLHYV 3KDVLQJ LQ H[WHQVLR

6 7UDLQLQJ DQG VNLOOV GHYHORSPHQW PHWULFKRDVLQJ LQ H[WHQVLR

' 6HFWUR/FORVXUH 5HTXLUHPHQW '5 1DPH DQG OLQERPPHQW

A +HDOWK DQG VDIHW\ PHWULFV
6 :RUN OLIH EDODQFH PHWULFV 3KDVLQJ LQ H[WHQVLRQ L
[a] SHPXQHUDWIRQ PHWULFV
A QFLGHQWY FRPSODLOQWYVY. DOQOG VHYHUH KXPDQ ULJKWV LPSDFWV
6 6%0 ,QWHUHVW DQG YLHZV RI VWDNHKROGHUV 'LVFORVHG XQGHU
(656 6%0
6 A%0 [ODWHIUIDO 52V DQOG WKHI U I QWHUDEWIRQ ZLWK VWUDWHJI\ DQG EXVLC

RROILEILHY UHODWHG WR YDOXH FKDLQ ZRUNHUYV

A RURFHVVHY IR HQJIDJIL Q1 ZI WK YDOXH FKDLQ ZRUNHUV DERXW LPSDFW
[} RURFHVVHVY WR IWHPHGIDWH QHIDWIYH IPSDFWV DQG FKDQQHOV WR UL
= SEWI ROV DOG DSSIURDEKHY WR DGGUHV\ PDV
_— ZRUNHUYV
A 7ZDUJIHWY UHODWHG WR PDWHULDO ,52V
6 $IIHFWHG FRPPXQLWLHV 1RW D PDWHULDO WRSLF
6 6%0 ,QWHUHVW DQG YLHZV RI VWDNHKROGHUV 'LVFORVHG XQGHU

(656 6%0
6 RO [ODWHIUIDO 52V DOG WKHI U I QWHUDEWIRQ ZLWK VWUDWHJI\ DQG EXVLC
A RAROILEILHV UHODWHG WR FRQVXPHUV DQG HQG XVHUV
&) RAURFHVVHVY IRILIL HOIDILOQ1 ZIWK FRQVXPHUV DQG HQG XVHUV DERXW LP
A RURFHVVHY WR UHPHGIDWH QHIDWIYH IPSDFWV DQG FKDQQHOV WR UL

SEWILRQV DOQG DSSURDEKHY WR DGGUHVYV PDWHULDO ,52V UHODWHG WR
— HQG XVHUV

A 7ZDUIHWY UHODWHG WR PDWHULDO ,52V

710 7ZKH UROH RI WKH DGPLQILVWIUDWILYH PDQDJHPHQW DQG VXSHUYLVRU\

* 52 'HVEULSWILRO RI WKH SUREHVVHY WR ILGHQWLI\ DQG DVVHVV PDWHULDC

U XNMNILOHVY ERQGXEW SROLEIHY DQG FRUSRUDWH FXOWXUH

* 0DQDIHPHOW RIL UHODWIRQVKLSYV ZLWK VXSSOLHUV

*

RAUHYHOWIRQ DOG GHWHEWIRQ RI FRUUXSWLRQ DQG EULEHU\

*

QFLGHQWY RIL ERULUXSWLRQ RU EULEHU\

* SBROLWLFDO LQIOXHQFH DQG OREE\LQJ DFWLYRWWHR/I VFRSH DV OHOH[L\
LQYROYHG LQ VXFK DFWL

* [3D\PHQW SUDFWLFHV

Q DSSOLHG
&OLPDWH FKDQJH PDWHULDOLW\ DVVHVVPHQW

&OLPDWH FKDQJH LV D FRUH IRFXV RI OHOH[LV VXVWDLQDELOLW\ ¢
bWsWa RO LVVXH ZLWK VLIQLILFDQW LPSOLFDWLRQV IRU ERWK RX
é%g%&IGWKH | RFXAH PWRISR G VGRIGWKMHW IHG WR HQYLURQPHQW

Q DSSOLHG
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7DFOH RI SW D SFRXW 6XVWDI GDELOLWNM QDQFLDO &RIISRUDWH
FROWHQWYVY J10DQFH NHOH[LV UHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

(QYLURQPHQWDO
UHS

&O1ILPDWH FKDQJH

AIROOXWLRQ

"DWHIU DQG PDULIQH UHVRXUFHYV

EHVRXUFH XVH DQG FLUFXODU HFRQRP\
8 7D[RQRP\



7DFOH RI SW D SFRXW
FROWHQWY J10DQFH NHOH[LV

EXVWDI CDELOLWXM QDQFLDO KRRUSRUDWH
IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HA&IDYHPROQWHOQ'WDA AIRKEROW HIRNWIIQDQFH UHSRUW

( &OLPDWH FKDQJH

,QWHJUDWLRQ RI VXVWDLQD E LI G W G o s Uk axemn Jru prUM aHwL
SHUIRUPDOQFH LOQ LQFHQWLYH VEKHPHY

HVWPHQWY DQG IXQGLQJ

OHOH[LY FROQWLQXHV WR LQYHVW LQ FOLPDWH FKDQJH PLWLODWRR
$V GLVFORYEGWIH I UDPHZRUN RI WKH UHPXQHUDWLRQ SROLF\ ZLL&QDEé_t[U[ydéMI%@&LlR% LQ Wé?([thQJVIE%EFQDWH FKDQJH PLWLJDWLRQ

TXDQWLILDEOH VXVWDLQDELOLW\ UHODWHG REMHFWLYHV DV SDUYW RIp\WKE \@Q_W_q@@@rﬁ@wééﬁlﬁwﬁﬁwLL\@-,:QQ@H\J/HL?@@MFDWLQJ VXI
'XULQJ OHOH[LV UHPXQHUDWLRQ SROLF\ GLG QRW TXDQWLWDWLYHO) G MW H %bmﬁpggﬁ&Q/W%%HPHQWDWLRQ

FRXOG EHFRPH GHSHQGHQW RQ PHDVXULQJ SHUIRUPDQFH DJDLQVW VXVWDLQDELOLW\ UHODWHG PHWULFV VXFK DV
UHGXFWLRQ WDUJHWYV DV RXWOLQE( (QGHU 'LVFORVXUH UHTXL/HHEI:IQV!Q *+* HPLVVLRQV DVVHVVPHQW
/IRENHG LQ *+* HPLVVLRQV DUH HVWLPDWHV RI IXWXUH *+* HPLVVL|

/UDQVLWLROQ SODQ IRU &OLP DFggseio\gv NeDp ey M RUB URGY AW V] VBOG/ZL WRLQ WKHLU RSHU
SULPDU\ VRXUFHV RI ORFNHG LQ HPLVVLRQV VWHP IURP WKH HQHL

,&V ZH GHVLJQ DQG WKH UHVRXUFHV XVHG WKURXJKRXW WKHLU !

PLQLPL]LQJ WKHVH HPLVVLRQV E\ LQYHVWLQJ LQ HQHUJ\ HIILFLHQ

WKURXJKRXW WKH HQWLUH OLIHVSDQ RI RXU FKLSV DQG ,&V )XUW

IRU &OLPDWH FKDQJH PLWLIDWERRE s rELQI DQG WHVWLQJ SURFHVVHV E\ SXUFKDVLQJ HQHUJ\ HI

(

7UDQVLWLRQ SODQ

'XULQJ ZH IXUWKHU UHILQHG WKH OHOH[LY FRUSRUDWH (6* VWL]:S\}\D/SE'JJ\Hﬁ%%\é%(GFLSF\gU%lRlU%W L%I?J WI?H RQJRLQJ

GHILQLWLRQ RI RXU FRPSUHKHQVLYH WUDQVLWLRQ SODQ IRU FOLPD % @ WL@% DEJ%Q/O LV WR DGRSW WKH
M i
zb%[

WUDQVLWLRE HFRLREEYU 7KH GHYHORSPHQW RI WKH SODQ ZLOO E
Q R Q Q O\%K (EQI Y, % JQHG %HQFKPD
J WR 3DULV $

7THDP LQ FRQVXOWDWLRQ ZLWK WKH (6* &RPPLWWHH DQG H[WHU i I\:/I-lk
50 S {%F m%eé‘ bW O RE %% p oot bo

LQVLIKWYV IURP SHHU FRPSDQLHV :H ZLOO EXLOG WKH SODQ RQ& H
RZQ FOLPDWH DFWLRQ LQ(LV¥RISR ORPIHW KNGIHE GBIREIGRS EHORZ

Q RUGHU WR FRQWULEXWH VXEVWDQU HFRQRPLF DFWLYLW)\ KPIXQYJIN
*+* HPLVVLRQ UHGXFWLRQ WDUJHWYV
Q Q QXIDFWXUH R WHFKQRORJLHV WKDW DUH DLPHG DWHPLQYGE LRHP R

, ZH XSGDWHG RXU FOLPDWH WDUJHW OHOH[LVY FRPPLWYV V
P?_OOLRQ VROG LQWF BUDWHE\G FLBRRSWYHGYLWK [ <RX FDQ U:g%g Qbf E %E%‘HG VVF%WKH Eﬁ\}\X/Vé_HgI\ﬁBELQJ DOWHUQDWLYH WH
le\éw—tRQ DFURVYV WKH OLIHF\FOH FRXOG EH HYDO:

WDUJHW LO VHFWLRQ

DSSOLFDWLRQV

'"HFDUERQL]DWLRQ OHYHUV DQG NH\ DFWLRQV

VHP F \ HOLHV RQ WKH XVH RI FKHPLFDC
*LYHQ WKDW D VLIJQLILFDQW SDUW RI 6FRSH DQG *+* HPLVVLR ) d\? §%[IEW L[(%& U Q
BR

HJDUGL J WKH DVSHFW RI
FRQVXPSWLRQ RXU *+* HPLVVLRQ UHGXFWLRQ VWUDWHJI\ UHYR Y Q

FI ”L LV }5}‘8 \'V HFRQRPLF DF
FRQVXPSWLRQ UHGXFWLRQ DQG WUDQVLWLRQLQJ WR ORZ DQG EA Qvé E Déw iﬁ&ﬁx (}% Qo PLF€O% .
th g
R &5y

LPSRUWDQW IRU FOLPDWH FKDQJH DFWLRQ LQ WKH YDOXH FKDL( S W '52 U Q WK
6FRSH *+* HPLVVLRQV 7R DGGUHVV WKLV ZH DUH HQJDJLQJ Z K WgH 'K % §W HVLIB{ OHJLVODWLYH UHTXLL



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HA&IDYHPROQWHOQ'WDA AIRKEROW HIRNWIIQDQFH UHSRUW
JUDQWHG PXOWLSOH H[HPSWLRQV DQG RU GHURJDWLRQV IURP UHVWULFWLRQV RQ FHUWDLQ VXEVWDQFHV +RZHYHU
VLQFH WKHVH DUH QRW DFNQRZOHGJHG XQGHU WKH (8 7TD[RQRP\ IUDPHZRUN WKHUH DUH FDVHV ZKHUH
VHPLFRQGXFWRU PDQXIDFWXULQJ FRPSDQLHY UHSRUW YHU\ ORZ DOLJQPHQW OHYHOV GXH WR WKHLU VLJQLILFDQW
UHOLDQFH RQ VRPH RI WKHVH VXEVWDQFHYV

'XH WR WKHVH OHJDO XQFHUWDLQWLHY UHJDUGLQJ WKH 'R 1R 6LJQLILFDQW +DUP '16+ FULWHULD RI 3BROOXWLRQ
SUHYHQWLRQ DQG FRQWURO DQG WKH IDFW WKDW OHOH[LV LV VWLOO LQ DQ HDUO\ VWDJH Rl SURGXFW OLIHF\FOH
DVVHVVPHQWY ZH FODVVLI\ RXU DFWLYLWLHYV DV QRQ DOLJQHG ZLWK WKH (8 7TD[RQRP\

7KH DOLJQPHQW RI OHOH[LVY HFRQRPLF DFWLYLWLHV ZLWK WKH SURYLVLRQV RI WKH (8 7D[RQRP\ LV H[SHFWHG WR
HYROYH RYHU WLPH WR VXSSRUW WKH WUDQVLWLRQ WRZDUGYV D PRUH VXVWDLQDEOH HFRQRP\

%XVLQHVV VWUDWHJI\ DQG ILQDQFLDO SODQQLQJ DOLJQPHQW

7KH GHYHOR S POHHIDW [R V WKHD QVLWLRQ SODQ IRU FOLPDWH FKDQJH PLWLJDWLRQ LV RQJRLQJ LQ VFRSH RI WKH

(6* VWUDWHJI\ GHILQLWLRQ 2XU (6* VWUDWHJ\ LV EDVHG RQ OHOH[LY ORQJ WHUP EXVLQHVV VWUDWHJ\ :H DLP WR

ILQDOL]H RXU (6* VWUDWHJI\ LQ DQG HQVXUH LW VWD\V DOLJQHG ZLWK RXU EXVLQHVV VWUDWHJ\ DQG ILQDQFLDO
SODQQLQJ 'LIIHUHQW WHDPV (6* )LQDQFH 6WUDWHJ\ DQG VHQLRU PDQDJHPHQW DUH FROODERUDWLQJ WR EXLOG
UHDOLVWLF SURMHFWLRQV DQG GHILQH DGDSWHG PHDVXUHV WDNLQJ LQWR DFFRXQW WKH ILQDQFLDO LPSDFW RQ D ORFDO
DQG JOREDO OHYHO

$SSURYDO E\ %RDUG RI 'LUHFWRUYVY DQG ([HFXWLYH ODQDJHPHQW

2XU IXWXUH WUDQVLWLRQ SODQ IRU FOLPDWH FKDQJH PLWLJDWLRQ ZLOO ILUVW EH UHYLHZHG DQG DSSURYHG E\
([HFXWLYH ODQDJHPHQW DQG WKHDKIEX WKR YN RSRBBRWMWHHIXDUDQWHHY WKDW WKH

SODQ DOLJQV ZLWK ERWK WKH RUJDQL]DWLRQ V VWUDWHILF REMHFWLYHY DQG LWV FRPPLWPHQWY WR HQYLURQPHQWDO
VRFLDO DQG JRYHUQDQFH SULQFLSOHV



7DFOH RI $W D SFRXW
FROWHQWY J10NDQFH NHOM[LYV

EXVWDI CDELOLWM QDQFLDO RRUSRUDWH
IIHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HA&IDYHPROQWHOQ'WDA AIRKEROW HIRNWIIQDQFH UHSRUW

ODWHULDO ,52v DQG WKHLU LQWHUDFWLRQ ZLWK VWUDWHJ\ |

( (656 6%0

,PSDFWV ULVNV DQG RSSRUWXQLWLHV

‘H KDYH LGHQWLILHG WKH IROORZLQJ PDWHULDO &OLPDWH FKDQJH UHODWHG LPSDFWV ULVNV DQG RSSRUWXQLWLHV

'PMQEXI| GQEIRKLPSDFWY ULVNV DQG RSSRUWXQLWLHYV

/IRZ FDUERQ WHFKQRORJLHV
H[LV LV D PDQXIDFWXUHU RI ORZ FDUERQ WHFKQRORJLHV ZKLFK FRQWULEXWH WR ZLGHVSUHDGZUHGXFWLRQ RI *+*
VVLRQV HJ VHQVRUV DQG GULYHUV IRU HOHFWULF YHKLFOHYV

1HIJDWLYH DF\&Sg RQIRRWSULQW
LPSDEW [LV FRQWULEXWHYV WR JOREDO ZDUPLQJ WKURXJK *+* HPLVVLRQV ERWK WKURXJK RXW} RZQ DFWLYLWLHY DQG RXU

YDOXH FKDLQ HJ SURGXFWLRQ SURFHVVHV WUDQVSRUWDWLRQ GLVWULEXWLRQ HWF

&OLPDWH FKDQBWRVLWLYH
PLWLIJDWLRQ DFWXDO LPSD%M

7UDQVLWLRQ ULVN
5LVN "XH WR RXU RSHUDWLRQV OHOH[LV IDFHV FOLPDWH UHODWHG WUDQVLWLRQ ULVNV WKHVH FDQ EHOLQNHG WR *+* HPLVVLRQV
QHZ UHSRUWLQJ REOLIJDWLRQV HWF

BURGXFWV WKDW VXSSRUW FOLPDWH FKDQJH PLWLIJDWLRQ
2SSRUWXQLW\HZ PDUNHW RSSRUWXQLWLHV IRU SURGXFWV WKDW VXSSRUW RWKHUV £Q DGDSWLQJ WR EOLPDWH FKDQJH 7z
HJ VHQVRUV IRU QHW JHUR HQHUJ\ V\VWHPV

7THFKQRORJLHV XVHIXO IRU FOLPDWH FKDQJH DGDSWDWLRQ
'-Oﬁgj]m V SURGXFWV FRXOG EH XVHG IRU WHFKQRORJLHV WKDW FRXOG KHOS RWKHUV DGD$W WR FOLPDWH FK[DQJH
ODU SDQHO HQDEOHG DLU FRQGLWLRQLQJ VI\VWHPV KHDW SXPSV

&OLPDWH FKDQBWRVLWLYH
DGDSWDWLRQ SRWHQWLDO

%XVLQHVYV VWUDWHIJI\ DITHFWHG E\ FOLPDWH FKDQJHV
2SSRUWXQLWWHOH[LY FDQ LPSOHPHQW D ORQJ WHUP EXVLQHVV YLVLRQ WKDW FRXO& KHOS LW LQFUHDYH UHVLOLHQFH WKURXJKRXW GLIIHUH
FOLPDWH VFHQDULRYV

7THFKQRORJLHV XVHIXO IRU UHGXFWLRQ LQ HQHUJ\ GHPDQG
[LV SURGXFWV FRXOG EH XVHG IRU WHFKQRORJLHV WKDW FRXOG UHGXFH RYHUDOO GHPDQG IRU HQHUJ\
WKHUPDO PDQDJHPHQW V\VWHPV EDWWHU\ PDQDJHPHQW V\VWHPV FRROLQJ IDQV IRU VHUYHU DSSOLFDWLRQ

(QHUJ\ 3SRVLWLYH H
FRQVXPSWLRQ DFWXDO LPSD%M

'LVUXSWLRQ RI HQHUJ\ VXSSO\

DLV "LVUXSWLRQ RI HQHUJ\ VXSSO\ FRXOG PHDQ ILQDQFLDO ORVVHV WR OHCHI[LV z



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A H\ PDWHII D@ WARBNAYROGHI HAIDYHPROWHQWDA AIRESRROW MW IRNWIIQDQFH UHSRUW

R U

7KH SURFHVVHV WR LGHQWLI\ DQG DVVHVV PDWHULRO FEZHPIVWRY LWH BHOWWBUWLDY WR HYDOXDWH KRZ RXU DVVHW
FOLPDWH UHODWHG KD]DUGV DQG WR TXDQWLI\ SRWHQWLDO LPSD

7KH SURFHVV RI LGHQWLI\LQJ LPSDFWV ULVNV DQG RSSRUWXQDWDDYVUNCCDQGHGLWYR &EUPHDRAQGF GKBRREWWRI QK H IHWYEKHEXMHG OLIHW
JHQHUDO PHWKRGROR.A2RXROIFGABUXPBWHULDOLW)\ DVVHVVPHQWDLSEMDWLDIOHBR FDWLRQ SODQV $FFRUGLQJ WR RXU FXUUHQW GLVI
JUHHQKRXVH JDV *+* HPLVVLRQV DV RQH RI RXU PDWHULDO LPEBIFQVLGZHKAWH I HIPG VDAL R Q¥ FORSD WH.G ®BIDAN MK DRURMMT XLULQJ VLJIQL
RXU YDOXH FKDLQ LQFOXGLQJ VRXUFLQJ SURGXFWLRQ WUDQV\&RUWDWLLRIDN D QG G Y /O HPRPIFAQ 7KLV VWLOO QHHGYV WR EH FRC

$V D JOREDO FRPSDQ\ ZH IDFH FOLPDWH UHODWHG SK\VLFDO DQG DVG®IQWVILRQ RWR WIGHQW ZKHY H LWALS/INFWAHD @ GL G HQNA | ZHGKDYH DOV
WKURXJK GLVFXVVLRQV ZLWK LQWHUQDO VXEMHFW PDWWHU H[SSIDWNVLB R G DM D RO G\WY M ORR SLRRIPRXQV WIDMN)\D E P SIDFWR®XFWY WKDW |
FRPSDQLHV RI VLPLODU VL]H LQ RXU VHFWRU DFWLYLWLHY DQGDUMRHEPBUIUBYHQRA VKK W [BHUWLW ER Q GAKE WU HAER @ HADHUEWRFK HFRQR P
XVLQJ D YDULHW\ Rl VRXUFHV LQFOXGLQJ LQIRUPDWLRQ IURP LGQBXN®WRIS DH/QY\R FRIDMDLIRERQ QHXWUDO WHFKQRORJLHY DV ZHOO DV
'LIIHUHQW WLPH KRULJRQV ZHUH FRQVLGHUHG XVLQJ WKH VDP HZYWRKUWK HPBIQ X W HBQXJ) RRIQIIWHKV W BRHIUQGWRRQE DQG FRQWULEX\
H[SODIQHX1U 52V | GHOWLITKBWDP® YERPHQY FULWHULD ZHUH RXWRFRWPISG QWR DVVHVV WKH
H[WHQW WR ZKLFK DVVHWVY DQG EXVLQHVV DFWLYLWLHV DUH H[SRVHG WR WUDQVLWLRQ HYHQWYV

OHOH[LV ZLOO QHHG WR OHYHUDJH WKH RSSRUWXQLWLHV ZKLOH P
7KH PDLQ SK\VLFDO ULVNV LQFOXGH GLVUXSWLRQV WR RXU YD OKRIGHKD MR AD X X M & EL QIFEXOHH DHYYGH QW V L\DXFHIKQ WVI XWE G H. U H V
IORRGV GURXJKWV DQG VWRUPV $ SRWHQWLDO FRQVHTXHQFH RI VXFK SK\VLFDO ULVNV FRXOG EH GLVUXSWLRQV LQ WKH
HQHUJ\ VXSSO\ :KLOH WKHUH LV QR LPPHGLDWH ULVN RI HQHUJ\ VXSSO\ GLVUXSWLRQ ZH UHFRJQL]H WKH SRWHQWLDO
PLG WHUP LPSOLFDWLRQV 7R SURDFWLYHO\ DGGUHVV WKLV OHOH[LV LQWHJUDWHY WKLV ULVN LQWR LQWHUQDO GLVFXVVLRQYV
LQ RUGHU WR HQVXUH FRQWLQXLW\ DQG UHVLOLHQFH LQ FDVH RI HQHUJ\ GLVUXSWLRQ 7KH PHDVXUHV GLVFXVVHG DUH
PDLQO\ HQHUJ\ VRXUFH GLYHUVLILFDWLRQ HQHUJ\ VWRUDJH DQG FRQWLQJHQF\ SODQV

7UDQVLWLRQ ULVNV FRQVLGHUHG DW JURVV OHYHO HQFRPSDVV FRPSOLDQFH FRVWV DVVRFLDWHG ZLWK QHZ OHJLVODWLRQ
DV ZHOO DV OHJDO WHFKQRORJLFDO PDUNHW DQG UHSXWDWLRQDO FKDOOHQJHV (YROYLQJ UHSRUWLQJ UHTXLUHPHQWY DUH
DQ H[DPSOH RI WUDQVLWLRQ ULVNV LQ WKH PLG WHUP ,Q WKH ORQJ WHUP ZH DUH H[SHFWLQJ D WUDQVIRUPDWLRQDO

VKLIW LQ LQGXVWU\ VWDQGDUGY DQG SUDFWLFHY DOLJQHG ZLWK FOLPDWH UHODWHG SXEOLF SROLF\ JRDOV :H ZLOO VFUHHQ
RXU DVVHWY DQG EXVLQHVVY DFWLYLWLHVY FORVHO\ WR YHULI\ KRZ ZH ZLOO EH H[SRVHG WR WKHVH HYHQWY WRJHWKHU ZLWK
WKH OLNHOLKRRG PDJQLWXGH DQG GXUDWLRQ RI WKHVH HYHQWYV

JRU WKH FXUUHQW UHSRUWLQJ SHULRG ZH GLG QRW ZRUN ZLWK VSHFLILF VFHQDULRY DV FRPPRQO\ XVHG LQ D IRUPDO
FOLPDWH UHVLOLHQFH DQDO\VLV ,QVWHDG LQ DGGLWISRQ WR D JHQHUDO UHVLOLHQFH DQDO\VLV GHVFULEHG LQ

60% ZH XVHG D FRPELQDWLRQ RI LQ KRXVH UHVHDUFK DQG H[WHUQDO FRQVXOWDQF\ :H VSHFLILFDOO\

FRQGXFWHG DQ DQDO\VLV RI FRPPRQ ULVNV WKURXJK EHQFKPDUNLQJ DQG ZH DUH FRQVLGHULQJ SHUIRUPLQJ D
VWUXFWXUHG FOLPDWH UHVLOLHQFH DQDO\VLY LQFOXGLQJ DW OHDVW RQH KLJK HPLVVLRQ FOLPDWH VFHQDULR IRU RXU

'RXEOH ODWHULDOLW\ $VVHVVPHQW LQ WKH QH[W IHZ \HDUV



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A H\ PDWHII D@ WARBNAYROGHI HAIDYHPROWHQWDA AIRESRROW MW IRNWIIQDQFH UHSRUW

R U

2XU SROLFLHV UHODWHG WR & O B R R R I rorhowno OHILYOowLRG e

URQPHQWDO OHJLVODWLRQ DG
OLPLWHG WR ,62 5HVWULFWLRQ RI +D]DUGRXV 6XEVWDQF
( UHTXLUHPHQWY EDVHG RQ WKH 'RGG )UDQN :DOO 6WUHHW 5H]
RI OLIH 9HKLFOHV (/9 DQG :DVWH (OHFWULFDO DQG (OHFWUF

2XWHOH[LV (QYLURQPHQWDO SROLF\ DGGUHVVHVY ERWK FOLPDWH FKDQJH DGDSWDWLRQ DQG PLWLJDWLRQ WKURXJK
PD[LPL]IDWLRQ RI HQHUJ\ HIILFLHQF\ DQG WUDQVLWLRQ WR ORZ DQG7 RMUIROFDQ ERWDR DG H Q W BIDWLIPNSHD DWIWIREK@WW W@ LRLQLPL]IH WKH HQ
SURGXFWV IRU VXVWDLQDEOH DSSOLFDWLRQV ,W LV VXSSRUWHG E\ WKHRXURRXWHWK & W K RO SRCOLEX VK R/L R X WOREQXFLRYUDSSO\LQ.

HITRUWY WR DGGUHVV ,52V LQ WKH XSVWUHDP YDOXH FKDLQ RSHUDWLRQV 7KH OHOH[LV (QYLURQPHQWDO ODQDJHPHQW 6\
ERWK ZLWKLQ DQG RXWVLGH RXU RSHUDWLRQDO FRQWURO D
(QYLURQPHQWDO SROLF\ SULQFLSOH DGGUHVVHYV HQHUJ\ UHVRXUFH DQG ZDWHU UHO

XSVWUHDP DQG GRZQVWUHDP YDOXH FKDLQV 2XU GHWDLOHG
2XUOQYI URQPHQ WSS GIROLMR RXU ODUJHVW VLWHVY LQ 6RILD %XOJDVKSSCHSHLIY DG REXWWOIQEGEHI 0@ WKM 3URFXUHPHQW (6* SROLF)
%HOJLXP (UIXUW *HUPDQ\ &RUEHLO )UDQFH DQG .XFKLQJ ODOD\VLD HQFRPSDVVLQJ DOO RXU WHVWLQJ DQG
SURELQJ VLWHV DQG RXU ,& GHVLJQ KHDGTXDUWHUV LQ 7HVVHQGHUQ@RKRHEDBLDRR I ROW K\ [EOKR Wil FDR B.Q BB BRXYWLURQPHQWDO JRYH
EURDGHU HQYLURQPHQWDO LPSDFW E\ DGGUHVVLQJ WKH SRWHQWLDPRREVILEMWAN DRSO L & DM URIYW R G RO WS AW UHQPOXGEQJ FXVWRP
GRZQVWUHDP YDOXH FKDLQ LQYHVWRUV VXSSOLHUV VXEFRQWUDFWRUV OHJDO DXWKRU

7KH 4XDOLW\ 'LUHFWRU LV UHVSRQVLEOH IRU LPSOHPHQWLQJ WRIVRFROW F\P BKQ K (&/*DERHYNVEEOH WR DOO VWDNHKROGHUYV

RQ RXU ZHEVLWH $OLJQHG ZLWK ,62 VWDQGDUGY WKH SROLF\ RXWOLQHV OHOH[LVY HQYLURQPHQWDO FRQWH[W
SXUSRVH PLVVLRQ YLVLRQ DQG VWUDWHJILF SULQFLSOHV ,W D@®&WROHY WD KOILWRKFHVUWPKQMW(\* 3R & Y F\UIQDW K HUPRGHOH QQIGUR QP H G
SULRULW\ DFWLRQV WKURXJKRXW WKH HQWLUH SURFXUHPHQW SURFHVV 7KLV SROLF\

HPSOR\HHV PDNLQJ SXUFKDVHV IRU WKH FRPSDQ\ ,W FRYHUV DOO
2XU SXUSRVH WR FRQWULEXWH WR VXVWDLQDELOLW\ ERWK LQ SWSRHFXFMWF D RS IUHFWL R © HIXBE GU RBWHWR B QH WP LR JDWA QY SDFNDJ
DGYHUVH HQYLURQPHQWDO LPSDFWV DFURVYV WKH HQWLUH YDO %M UFFKKOOL\QH ¥ L IS ¥ IDW\R @VIX®! I RFSUHHQ RH R XD QHSQWIDYJRQ PH QW D O
FRPPLWPHQW 7KLV SXUSRVH LV UHDOL]HG WKURXJK ILYH NH\ VWUDWHJLF SULQFLSOHV DQG OLQNHG DFWLRQV DQG
WDUJHWV DOO RXWOLQHG LQ WKH SROLF\ 7KH 3URFXUHPHQW 'LUHFWRU RZQV DQG LV UHVSRQVLEOH IRU LP

WKH SROLF\ WR HQVXUH RYHUDOO FRPSOLDQFH :KLOH WKHUH DU}

i 6XVWDLQDEOHHVEBXMQROWHFKQRORJLHYV WKDW KHOS RWK I$WV FOUELMSWHW RVEOIQPCED I HFGP\Q JH. VWXFRQDJHPHQW DQG D SURDFW
DV VRODU SDQHO HQDEOHG DLU FRQGLWLRQLQJ VIVWHPV KGIHDIWD SWPS\Q WW ¥ K6 50D W WWH AX@®R ORKH. HEW RBGHK) YDOXH FKDLQ 6W
FRQWULEXWH WR ZLGHVSUHDG UHGXFWLRQ RI *+* HPLVVLR@WJWOEKWMD\L ¥ B BIVRIUNV\ HRHO 8 LW FRF RKLM BHROLBLRXWOLQHV D FR
YHKLFOHV )RU PRUH GH®RO OV SOHDVH UHIHU WR DFWLRQV .3,V DQG WDUJHWV IRU VXVWDLQDEOH SURFXUHPHQW

i B3UHYHQWLRQ LV EHWWRQ LWMKRIQRPMUHQYLURQPHQWDO SHUIRUPDQFH DQG FRQWLQXRXVO\
VHDUFK IRU ZD\V WR HQKDQFH LW IRU H[DPSOH WKURXJK PRQWKO\ GDWD FROOHFWLRQ *+* HPLVVLRQV
FDOFXODWLRQ EDODQFHG VFRUHFDUGY LQWHUQDO DQG ,62 DXGLWV DQG PDQDJHPHQW UHYLHZV 7KLV
SULQFLSOH DGGUHVVHV HQHUJ\ UHVRXUFH DQG ZDWHU UHODWHG LPSDFWV RQ FOLPDWH FKDQJH LQ RZQ
RSHUDWLRQV



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HA&IDYHPROQWHOQ'WDA AIRKEROW HIRNWIIQDQFH UHSRUW

6XSSOLHU &RGH RI &RQGXFW $FWLRQV DQG UHVR XUFHYV LQ L
7KEHOFAXWSOI HU &R G HRRIVERIIUMNFWXVWDLQDELOLW\ UHTXLUHPHOWYD ZRONSPOP FB FRRARLVERHJW W ) Q JH SROLFLH"

EXVLQHVVY FRQGXFW H[SHFWDWLRQV DQG LQIRUPDWLRQ GLVFORVXUH VWDQGDUGY DOLJQHG ZLWK RXU-JXLGLQJ
SULQFLSOHV 7KLV FRGH LV D PDQGDWRU\ SDUW RI DOO EXVLQHVVY FRQWUDFWY DQG VHUYHV DV D SUHUHTXLVLWH IRU
EHFRPLQJ D OHOH[LV VXSSOLHU (

$00 VXSSOLHUV FRQWUDFWRUV DQG VXEFRQWUDFWRUV PXVW %ﬁtf&'—fﬁw‘wdDd:cWb%@dﬁ’FBEWHR5WZvaDYXE"\Jﬁ9%éHWEE@QWDO SUR.
QRWLI\LQJ OHOH[LV RI DQ\ FRQIOLFWYV ZLWK WKH FRGH OHOHI[L FRUGHPH YWY B&\WH'IWM—PGFWHBBB PRHEWHR D PLRE RXU LQWHC
YLRODWLRQV FDQ OHDG WR D UHYLHZ RI WKH EXVLQHVV UHODWLR® RRIYs NI DEMLRRY Y B Y Y O & W & p P HYWDRBOHILY VLWHY W

GRFXPHQWDWLRQ GHPRQVWUDWLQJ FRPSOLDQFH DQG DXWKRULWKRYRELIMAR¥XBHBEHTRV % Lwv UHSUHVHQWDWLYHV

7KH FRGH UHIOHFWYV OHOH[LV FRPPLWPHQW WR VWDNHKROGHUV & FPOR QY] B MWRGHO Y YLIDY Yvw RN BEIVIWRIR V

FRPPXQLW\ & E\ HPSKDVL]LQJ IDLU EXVLQHVV SUDFWLFHV UHVSHFW IRU KXPDQ ULJKWV DQG HQYLURQPHQWDO

UHVSRQVLELOLW\ IRU D SRVLWLYH VRFRSIWYODBGE HQME EQ MHKOWIXS' S0 BB W R T DOC FROVXPSWLRQ UHCXFWLRQ

Rl &RQGXFW DUH *+* HPLVVLRQV ZDVWH DLU SROOXWLRQ DQG KDIHHBRXWLREAEITERY HRIAMRR URRY ¥R HHRQ DQRG PDILPLILQJ |
FLUFXODU HFRQRP\ ZDWHU DQG HQHUJ\ LQFOXGLQJ ORZ DQG JRORWHYERQRAYHIIN EH ORI BPYWKLIKOLIKWHG NHY DUHDV IRU LF

7KH 3URFXUHPHQW 'LUHFWRU LV DFFRXQWDEOH IRU WKH FRGH V1PEYHARSKOBWERSRX¥Eb WYL ERPER FPHpRHIRQEHOG EV PLQLPLIL
WUDLQLQJ DQG RYHUDOO FRPSOLDQFH 7KH 6XSSOLHU &RGH RI RRGEIFWHYMHRIH V Kk ¥ \lR/'RLXé'PHHIT_lFECEPO %RFIJQSODQWRUDWLRQ ZLWK

SULQFLSOHV PHDQ OHVV ZDVWH LPSURYLQJ WK INLFLHQW XVH RI UHVRXUFHYV

6HFRQG ZH FRQVWDQWO\ RSWLPL]H RXU SURELQJ DQG WHVWLQJ ¢
UHVRXUFHVY 8VLQJ DUWLILFLDO LQWHOOLJHQFH $, ZH DQDO\]H V
QXPEHU RU GXUDWLRQ RI WHVWV ZLWKRXW FRPSURPLVLQJ DFFXUL

7KLUG ZH FRQWLQXH LQYHVWLQJ LQ HQHUJ\ HIILFLHQW IDFLOLWL
EXLOGLQJ SXUFKDVH RU UHQRYDWLRQ ,Q -XO\ ZH RSHQHG RXIH
.XFKLQJ ODOD\VLD 7KLV (85 PLOOLRQ LQYHVWPHQW IHDWXUHV
DGYDQFHG HQHUJ\ VDYLQJ WHFKQRORJLHV VXFK DV PD[LPL]LQJ Q
GRXEOH LQVXODWHG H[WHULRUV ,Q ZH UHQRYDWHG RXU QHZ
ZLWK D IRFXV RQ FOLPDWH ULVN UHVLOLHQFH DQG UHGXFHG HQHL
SHUIRUPDQFH DQG LQQRYDWLYH VROXWLRQV VXFK DV D WKHUPDO

‘H DOVR VHHN zZD\V WR LPSURYH WKH HQHUJ\ HIITLFLHQF\ RI RXU H]
DSSUR[LPDWHO\ (85 PLOOLRQ LQ RXU IDFLOLWLHV LQ (UIXUW *HI
EXLOGLQJ V HQHUJ\ SHUIRUPDQFH )XUWKHUPRUH RXU ODUJHVW \
%XOJDULD ZDV XSJUDGHG ZLWK KHDW UHFRYHU\ VI\VWHPV RQ LWV
UHGXFH DQQXDO JDV FRQVXPSWLRQ E\ 0:K DQG WKXV 6FRSH ]
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7TUDQVLWLRQ WR ORZ DQG JHUR FDUERQ HQHUJ\ VRXUFHV
6LQFH WKH OHOH[LV IDFLOLW\ LQ .XFKLQJ KDV D PDMRU VRODL
DGGLWLRQ WR RXU H[LVWLQJ VRODU FDSDFLWLHVY DW RXU 6RILD |,
LOQOWR RSSRUWXQLWLHY WR JHQHUDWH PRUH UHQHZDEOH HQHUJ\ C
LQYHVWLIDWHG WKH SODQ WR LQVWDOO VRODU SDQHOV LQ RXU ,¢

6XSSOLHU HQJDJHPHQW

,Q ZH NLFNHG RII D VXSSOLHU (6* SURJUDP :H HQJDJHG ZLWK
DJUHHPHQWY DURXQG WKH OHOH[LV 6XSSOLHU &RGH RI &RQGXFW
(6* TXHVWLRQQDLUH GHYHORSHG E\ XV :H DUH DOVR ZRUNLQJ RQ
FROOHFWLRQ HIIRUWV ZLWK WKH XVH Rl GHGLFDWHG VRIWZDUH )
GHVFULSWLRQ RI RXU 6XSSOLHU &RGH R(&RQGXFW LQ WKH SROLF

JLQDQFLDO GLVFORVXUHV

$00 HOLJLEOH RSHUDWLRQDO DQG FDSLWDO H[SHQGLWXUHV QRW
IRU FOLPDWH FKDQJH XQGHU &RPPLVVLRQ '"HOHJDWHG 5HJXODWLR
+RQRUDEOH 3UHPLHU RI 6DUDZDN DW WKH *UDQG 2SHQLQJ RI WKH QHZz OHBHRURWRIR QR P FRKDAGWHILRE QX CHYodRY HIDPSOH QRQ 5 ' PDLQWI
OLQNHG WR NH\ FOLPDWH DFWLRQV :KHUH FOHDUO\ LGHQWLILDEC
RXU FOLPDWH DFWLRQV DUH GHWDLOHG ZLWKLQ WKH UHVSHFWLYF

,QVWDOODWLRQ RI WKH QHZ IDFDGH DW OHOH[LV (UIXUW WR LPSURYH HQHUJ\ HIILFLHQF\



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
4 H\ PDWHUID®@ WARSBNAYROGHL HAIDYHPROQWHQWDA AIRFSRDW U IRNWIIQDOQFH UHSRUW
7/DUJHWYV UHODWHG WR &OLPDWH'FRPOSMPRPLWLIDWLRQ
DQG DGDSWDWLRQ $OWKRXJK WKHUH LV QR IRUPDO HQHUJ\ UHODWHG WDUJHW \HW 0

LQ WKH XSFRPLQJ UHSRUWLQJ F\FOHV )RU PDQ\ \HDUV ZH KDYH E
HITLFLHQF\ DV GH(FUDEHGZXHQIGHYH EHHQ WUDFNLQJ WKHLU HIIHFV
( .3,V 7KHVH .3,V FRYHU DOO VL[ OHOH[LV VLWHV LQ VFRSH RI WKH
XQCHU LV WUDFNHG TXDUWHUO\ EDVHG RQ WKH SULPDU\ GDWD Z

Q OHOH[LV XSGDWHG LWV FOLPDWH WDUJHW LQFUHDVLQJ R B RRLWY iR PR RP Wi Ll & U (WPY b L6 i W Kklu ppo o\ uH Vs
JRDOV RI WKH 3DULV $JWBKEHQWG RKW @AM \HW DGGUHVV FOLPDWHLFKRRIHZPEDSWRMARIS\ DA WKRM H 0DQDIHPHOW 7HDPV
OHOH[LV SURGXFWYV GR FRQWULEXWH WR D WUDQVLVA%0 VHFWLRRUH VXVWDLQDEOH ZRUOG DV RXWOLQHG LQ

RI WKLV TS RMWUHQW WDUJHW FRYHUV 6FRSH DQG  DQG ZH DUHRRQMELEHULQ L EQWURGXFLQI D \6FRSH (/1 s yHyvHOWDWLYHOH
WDUJHW LCHIBWKWDUHDG\ FDOFXODWLQJ WRWDO 6FRSH *+* HPLV¥BRAW BOF fHby QARG I EA MWD UDELOLW) DQG UHSUHVHQWDW.
VWUDWHJILF VXSSOLHUV WR VWLPXODWH DFWLRQV RQ HPLVVLRQ:HHEXBEWLR®S HUDWLRODO ERXQGDU\ DQG FDOFXODWLRQ PHWKRG

FKDQJHV RFFXU ,Q ZKLFK FDVH ZH FRPPLW WR WUDQVSDUHQWO\

6FRSH DQGHPLVVLRQV UHGXFWLRQ DFKLHYHPHQW DQG SURJUHVV UHSUHVHQWDWLRQ
.Q WKLV UHSRUWLQJ F\FOH ZH DQRRURBENBHDEF RSHDWIQE WBBLNWLRQV$ihY R OOBR R HHO ZRUNLQJ WRZDUGY LPSOHPHQWLQJ VHY |
VROG B\ ZLWK DV WKH HD\HQ\WEDW OHOH[LV 6FRSH HRRW\LRQMBEFREFEPEARBELOLWY DQG UHSUHVHQWDWLYHQHVV RI R)

OHVV WKDQ  RI RXU WRWDO 6FRSH DQG IRRWSULQW ZH KDYY YHWuR FREELQEE GG P OCHH cWPHIBY LPD U\ GDWD FROOHFW!

DVVXPLQJ D~ LQFUHDVH LQ SURGXFWLRQ YROXPH \HDU RYHU \HRY\y R G@ WH EGHUHDAWRH vRORP &4 B0 (P BU\ cowb xvHG IRU
PLOOLRQ VROG ,&V 7KLV FRPELQHG WDUJHW HTXDOV DQ H[SHFWHG DEVROXWH 6FRSH DQG *+* UHGXFWLRQ RI

$OWKRXIK QRW H[WHUQDOO\ YDOLGDWHG RXU WDUJHW LV VHW LQ OLQH ZLWK WKH 3DULV $JUHHPHQWeéV ré&
VFHQDULR DQG ZLWK *+* 3URWRFRO DQG WKXV LV EDVHG RQ VFLHQWLILF HYLGHQFH

$00 OHOH[LY RSHUDWLRQV DQG RI PDUNHW EDVHG 6FRSH HPLVVLRQV DUH FRYHUHG E\ RXU WDUJHW :H
SULRULWL]H DFWLRQV WKDW ZLOO DOVR UHGXFH ORFDWLRQ EDVHG HPLVVLRQV VXFK DV UHGXFWLRQ LQ HQHUJ\
FRQVXPSWLRQ DQG RZQ JHQHUDWLRQ RI VRODU HQHUJ\ 7KH WDUJHW ZDV HVWDEOLVKHG FROODERUDWLYHO\ EHWZHHQ
WKH %RDUG RI 'LUHFWRUV WKH ([HFXWLYH ODQDJHPHQW DQG WKH (6* 7THDP

7R WUDFN SURJUHVY OHOH[LY DQQXDOO\ FDOFXODWHYV LWV 6FRSH DQG *+* HPLVVLRQV XVLQJ WKH *+*
BURWRFRO PHWKRGRORJ\ ZLWK WKH VXSSRUW RI DQ H[WHUQDO SDUWQHU

$V H[SODILQHGK® NH\ OHYHUV LQ RXU MRXUQH\ WRZDUGV *+* HPLVVLRQ UHGXFWLRQ DUH LPSURYHG
HQHUJ\ HIITLFLHQF\ LQ WHVWLQJ DQG SURELQJ SURFHVVHV LQFOXGLQJ LPSURYHG \LHOG DQG WUDQVLWLRQLQJ DzZD\
IURP IRVVLO IXHOV LQ WKH HOHFWULFLW\ PL[



7TDFCH RI $W D SFRXW

EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV

IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A H\ PDWHII D@ WARBNAYROGHI HAIDYHPROWHQWDA AIRESRROW MW IRNWIIQDQFH UHSRUW

R U

(Q H UJ\ FRQVXPSWLRQ DQG F) L[BKDUH RI HQHUJ\ VRXUFHV RI WRWDO HQHUJ\ FRQVXPF

7KLV VHFWLRQ SURYLGHV D FRPSUHKHQVLYH YLHZ RI RXU HQHUJ\ XVDJH SDWWHUQV DQG RXU VWUDWHILF DSSURDFK WR
HQKDQFLQJ HQHUJ\ HIILFLHQF\ DFURVVY DOO RXU RSHUDWLRQV

(QHUJ\ FRQVXPSWLRQ DQG PL[ 0:K

&RDO DQG FRDO SURGXFWYV *

&UXGH RLO DQG SHWUROHXP SURGXFWYV

1DWXUDO JDV

2WKHU IRVVLO VRXUFHV ®

3XUFKDVHG RU DFTXLUHG HOHFWULFLW\ KHDW VWHDP DQG FRROLQJ IURP IRVVLO VRXUFHV
7RWDO IRVVLO HQHUJ\ FRQVXPSWLRQ

7RWDO HQHUJ\ FRQVXPSWLRQ IURP QXFOHDU VRXUFHV

5HQHZDEOH VRXUFHV LQFOXGLQJ ELRPDVV ®

3XUFKDVHG RU DFTXLUHG HOHFWULFLW\ KHDW VWHDP DQG FRROLQJ IURP UHQHZDEOH VRXUFHV
6HOl JHQHUDWHG QRQ IXHO UHQHZDEOH HQHUJ\
7RWDO UHQHZDEOH HQHUJ\ FRQVXPSWLRQ
7RWDO HQHUIN FIROWVAPSWLRE (QHUJ\ LQWHQVLW\ EDVHG RQ QHW UHYHQXH

OHWKRGRORJ\ DQG DVVXPSWLRQV Q RXU WRWDO HQHUJ\ FRQVXPSWLRQ IURP DFWLYLWLHV LQ Kl
ZDV  0:K PLOOLRQ (85

YRU VLWHV ZLWKRXW WHVWLQJ RU SURELQJ IDFLOLWLHVY WKH WRWDO HQHUJ\ FRQVXPSWLRQ E\ VRXUFH ZDV HVWLPDWHG
EDVHG RQ WKH KLVWRULFDO SULPDU\ GDWD HOHFWULFLW\ PL[ RGWKHNIRILDFODMW LR @ &3 WrkH K LFHO R IPUVDWM HDE PSLIVE WY VH FW R U

ORVW DFWLYLW\ GDWD IRU WKH SHULRG RI 1RYHPEHU WR 'HFHPEHU ZDV HVWLPDWHG EDVHG RQ
KLVWRULFDO GDWD WR HQVXUH FRPSOLDQFH ZLWK UHSRUWLQJ BROFRH%ERW WR KD YMRMWWLFDO FODVVLILFDWLRQ RI HFRQRPLF
OHOH[LVY RSHUDWHV ZLWKLQ GLYLVLRQ ODQXIDFWXUH RI HOHF

KDYH D KLJK FOLPDWH LPSDFW

JLODQFLDO UHFRQFLOLDWLRQ

$v DOO OHOH[LY DFWLYLWLHY DUH FRQVLGHUHG WR KDYH D KLJK F
KLJK FOLPDWH LPSDFW VHFWRUV LV WKH MOIPH)B VDR YWIHY H BB E W
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*URVYV 6FRSHYV DOQOG WRWDO *+* HPLVVLRQV

‘H DUH UHSRUWLQJ RXU 6FRSH DQG *+* HPLVVLRQV LQ

DFFRUGDQFH ZLWK WKH *UHHQKRXVH *DV *+* 3URWRFRO WKH OHDGLQJ
LQWHUQDWLRQDOO\ UHFRJQL]HG VWDQGDUG :H ZRUN ZLWK DQ H[WHUQDO
FDOFXODWLRQ SDUWQHU VSHFLDOL]HG LQ FDUERQ DFFRXQWLQJ WR HQVXUH
UHOLDELOLW\ DQG UREXVWQHVV Rl WKH FDOFXODWLRQ 7KH HPLVVLRQV DUH
UHSRUWHG LQ WRQV RI &2 HTXLYDOHQW RU &2 HT DQG LQFOXGH QRW RQO\
FDUERQ GLR[LGH BEXW)BUVRB)&Y 6)

I 6FRSH UHSUHVHQWYV GLUHFW *+* HPLVVLRQV WKDW RFFXU IURP
VRXUFHVY WKDW DUH RZQHG RU FRQWUROOHG E\ WKH FRPSDQ\ IRU
H[DPSOH HPLVVLRQV IURP FRPEXVWLRQ LQ RZQHG RU FRQWUROOHG
ERLOHUV IRU KHDWLQJ RU IOHHW

I 6FRSH DFFRXQWV IRU LQGLUHFW *+* HPLVVLRQV IURP WKH
JHQHUDWLRQ RI SXUFKDVHG HOHFWULFLW)\

I 6FRSH LV DQ RSWLRQDO UHSRUWLQJ FDWHJRU\ DFFRUGLQJ WR WKH
*+* BURWRFRO ,W FRYHUV RWKHU LQGLUHFW HPLVVLRQV IURP
VRXUFHV QRW RZQHG RU FRQWUROOHG E\ WKH FRPSDQ\ 6RPH
H[DPSOHV RI 6FRSH DFWLYLWLHV IRU OHOH[LY DUH ZDIHU
SURGXFWLRQ DQG DVVHPEO\ RI LQWHJUDWHG FLUFXLWV ,&V

OHOH[LV GRHV QRW RSHUDWH LQ VHFWRUV FRYHUHG E\ FRPSOLDQW

(PLVVLRQV 7UDGLQJ 6FKHPHV (76 DQG LV DOVR QRW LQYROYHG LQ

YROXQWDU\ HPLVVLRQ WUDGLQJ :H WKHUHIRUH GR QRW KDYH 6FRSH *+*
HPLVVLRQV IURP UHJXODWHG HPLVVLRQV WUDGLQJ VFKHPHY OHOH[LV DOVR
GRHV QRW XWLOL]H FRQWUDFWXDO LQVWUXPHQWY IRU WKH VDOH DQG SXUFKDVH
RI HQHUJ\ WKDW ZRXOG EH LQFOXGHG XQGHU 6FRSH

‘H DUH SURDFWLYHO\ H[SDQGLQJ RXU HQYLURQPHQWDO LPSDFW

DVVHVVPHQW ,Q WKLY LQFOXGHG LQWURGXFLQJ SUHOLPLQDU\

FDOFXODWLRQV IRU 6FRSH &DWHJRU\ BURFHVVLQJ RI VROG SURGXFWYV

DQG &DWHJIRU\ 8VH RI VROG SURGXFWV :KLOH ZH GR QRW \HW GLVFORVH
WKHVH FDWHJRULHVY GXH WR RQJRLQJ HIIRUWYV WR LPSURYH GDWD DYDLODELOLW\
DQG UHOLDELOLW\ WKLV LQYHVWPHQW LQ HQKDQFHG PHDVXUHPHQW ZLOO HQDEOH
XV WR SURYLGH D PRUH FRPSOHWH DQG UREXVW SLFWXUH RI RXU LPSDFW LQ

WKH IXWXUH

6RXUFH $ &RUSRUDWH $FFRXQWLQJ DQG 5HSRUWLQJ 6WDQGDUG
5HYLVHG (GLWLRQ *+* 3URWRFRO
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IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A H\ PDWHII D@ WARBNAYROGHI HAIDYHPROWHQWDA AIRESRROW MW IRNWIIQDQFH UHSRUW

TN

OHWKRGRORJ\

*URVV 6FRSH *+* HPLVVLRQV
e ‘H DGKHUHG WR WKH *+* 3URWRFRO &RUSRUDWH 6WDQGDUG DV RX

"URVV 6FRSH *+* HPLVVLRQV W&2 HT FRQVHUYDWLYH DSSURDFK LQ WKH FDOFXODWLRQV SULRULWL]LQ

*URVV 6FRSH *+* HPLVVLRQV ERXQGDU\ ZDV DOLJQHG ZLWK WKDW XVHG IRU ILQDQFLDO UHSRUYV
*URVV ORFDWLRQ EDVHG 6FRSH *+* HPLVVLRQV W&2 HT $00 6FRSH DQG FDWHJIRULHV ZHUH FRQVLGHUHG LQ WKH *+* |
“URVV PDUNHW EDVHG 6FRSH *+* HPLVVLROV W&2 HT FDWHJRULHV DUH LGHQWLILHG DV QRW UHOHYDQW IRU OHOH[LV

*URVV 6FRSH *+* HPLVVLRQV
I 6FRSH BURFHVVLQJ HPLVVLRQV & WKH QDWXUH RI OHOHJ[LV

7RWDO *URVV LQGLUHFW 6FRSH *+* HPLVVLRQV W&2 HT SURFHVVLQJ HPLVVLRQV JHQHUDWLRQ

SRUFKDVRHE JRREY DQE VRHUYLEFERY i &DW 'RZQVWUHDP OHDVHG DVVHWYV & LQ DQ H[FHSWLRQDO

&DSLWDO JRRGV HPLVVLRQV DUH DFFRXQWHG IRU LQ RWKHU FDWHJRULHYV

)XHO DQG HQHUJ\ UHODWHG DFWLYLWLHVY QRW LQFOXGHG LQ 6FRSH RU 6FRs.| &DW JUDQFKLVHYV & OHOH[LV GRHV QRW KDYH DQ\ IUDQFKL
T &DW ,QYHVWPHQWYVY & OHOH[LVY GRHVY QRW KDYH DQ\ PLQRU

8SVWUHDP WUDQVSRUWDWLRQ DQG GLVWULEXWLRQ

:DVWH JHQHUDWHG LQ RSHUDWLRQV )RU UHOHYDQW FDWHJRULHV WKH IROORZLQJ DVVXPSWLRQV DQG

%XVLQHVV WUDYHOLQJ

(PSOR\HH FRPPXWLQJ i 6FRSH IRU VLWHV ZLWK WHVWLQJ RU SURELQJ IDFLOLWLHV
8SVWUHDP OHDVHG DVVHWYV SULPDU\ GDWD )RU RWKHU VLWHV HQHUJ\ FR(__(PSWLRQ LV
T T T O e i ORVW DFWLYLW\ GDWD IRU 1RYHPEHU WR  'HFHPEHU

KLVWRULFDO GDWD
I 6FRSH FDW 3XUFKDVHG JRRGVY DQG VHUYLFHV @& DYHUDJF
Pt RI ZDIHUV SXUFKDVHG RWKHU FDWHJRULHV RI SXUFKDVHG

(QG RI OLIH WUHDWPHQW RI VROG SURGXFWYV
'RZQVWUHDP OHDVHG DVVHWYV

JUDQFKLVHV i 6FRSH FDW &DSLWDO JRRGV & VSHQG EDVHG GDWD ZDV >
LQYHVWPHQWYV i 6FRSH FDW 8SVWUHDP WUDQVSRUWDWLRQ DQG GLVWULE
L TN TR oL WUDQVSRUWDWLRQ SURYLGHUV ZHUH H[WUDSRODWHG WR FRY
JRWDO “++ HPLVVLROV ORFDWLRQ EDVHG W&2 HT i 6FRSH FDW 'RZQVWUHDP WUDQVSRUWDWLRQ & HVWLPDW
SDFNDJLQJ DQG DVVXPSWLRQV IURP WKH 3URGXFW (QYLURQF

TRWDO *+* HPLVVLRQV PDUNHW EDVHG W&2 HT i 6FRSH FDW (QG RI OLIH WUa FDOFXODWHG EDVHG R ®FS\D

30HDVH UHIHWRWBRHDUQ DERXW OHOH[LVY WDUJHWV UHODWHG WR FOLPDWH FKDOQJH
(PLVVLRQV IDFWRUV ZHUH VRXUFHG IURP D FRPELQDWLRQ RI SXEC

*+* LQWHQVLW\ SHU QHW UHYHQXH PRGHOOHG E\ RXU FDUERQ DFFRXQWLQJ SDUWQHU 6RPH NH\ VRXL

$'(0( ,($ DQG (FRLQYHQW
*+* LQWHQVLW\ SHU QHW UHYHQXH
7KHUH ZHU

7TRWDO *+* HPLVVLRQV ORFDWLRQ EDVHG SHU QHW UHYHQXH W&2 HT SHU WKKAX v H X
RI RXU YDO

7RWDO *+* HPLVVLRQV PDUNHW EDVHG SHU QHW UHYHQXH W&2 HT SHU WKRXVDQG HXUR

H QR VLIQLILFDQW HYHQWYV DQG FKDQJHV LQ FLUFXPVW
XH FKDLQ DQG OHOH[LV ILQDQFLDO VWDWHPHQWYV
7RWDO *+* HPLVVLRQV H[FOXGLQJ &DWHJRU\ DQG &DWHJRU\ Rl 6FR,Q DSSUR]JL RI RXU 6FRSH *+* HPLVVLRQV ZHUH FDOFXODW

)Dljl?VXULQJ D KLJK GHJUHH RI DFFXUDF\ DQG UHOLDELOLW\ LQ RXU
7KH WRWDO UHYHQXH JHQHUDWHG E\ OHOHJVYVSU® VHQ&RRHI®R®R Q) LR5 HG

QFRPH AWDWBYHYWG DV WKH EDVLV IRU RXU *+* LQWHQVLW\ FDOFXODWLRQ



EXVWDI CDELOLW)M QDQFLDO &RUSRUDWH

7DFOH RI $W D SFRXW
IIHSRUW IITHSRUW IRYHUQDQFH $SSHQGL]

FROWHQWY J10DQFH NHOH[LV

4: H\ PDWHUI DA WIRSBNAWROGHL HA&IDYHPROQWHOQ'WDA AIRKEROW HIRNWIIQDQFH UHSRUW

( 3BROOXWLROQ

obwHULDO ,52V UHODWHG WR 3ROOXWLRQ

‘H KDYH LGHQWLILHG WKH IROORZLQJ PDWHULDO 3ROOXWLRQ UHODWHG LPSDFWV DQG ULVNV LQ RXU XSVWUHDP YDOXH FKDLQ

4SPPYXMPRLPSDFWY ULVNV DQG RSSRUWXQLWLHV

&KHPLFDO FRQWDPLQDWLRQ RI DLU
H[LV LV DFWLYH LQ WKH VHPLFRQGXFWRU LQGXVWU\ ZKLFK RIWHQ YHTXLUHV KLJK WHPSHUDWXUHY DQG XVH RI FKHPLFDOV

WKDW FDQ UHOHDVH YRODWLOH RUJDQLF FRPSRXQGV 92&V DQG RWKHU SROOXWDQWV LQ WKH DLU

$LU 1HIJDWLYH
SROOXWLRQ DFWXDO LPSD

&RPSO\LQJ ZLWK SROOXWLRQ UHJXODWLRQV
5LVN &RPSO\LQJ ZLWK UHIJXODWLRQV UHODWHG WR SROOXWLRQ H J 5($&+ HR+6 HWF RIWHQ UHTXLUHY LQLWLDO LQYHVWPHQWYV DG

UHJXODU IROORZ XS 7KLV DOVR FRYHUV VXEVWDQFHV RI FRQFHUQ

+D]DUGRXV VXEVWDQFHV
EWUH DUH VRPH VXEVWDQFHV RI YHU\ KLJK FRQFHUQ WKDW DUH XVHG&G ZLWKLQ OHOH[LV VXSSO\ FKDLQ H J SKRWRUHVLVWYV
L

GV DQG EDVHV FKORULQDWHG JDVHV KHDY\ PHWDOV HWF

6XEVWDQFHV RILHIJDWLYH
YHU\ KLJK FRQFFHWXDO LPSD

&RPSO\LQJ ZLWK KD]J]DUGRXV ZDVWH UHJXODWLRQV
5LVN 7KH XVH RI VXEVWDQFHV RI FRQFHUQ LQ OHOH[LVY SURGXFWYV LV KLIJIKO\ JHIXODWHG DQG FRXOG OHDPG WR ILOQDQFLDO FRQVHTXH!

LI QRW FRPSOLHG ZLWK

7KH SURFHVV RI LGHQWLI\LQJ LPSDFWV ULVNV DQG RSSRUWXQBWILHG R OADYWE RUB XRS0/0M W HRIPD ¥ DIQ X B L WK [RIXQ JHQHUDO
PHWKRGRORJ\ RX\VBO I (FHEAC@EIOBI[LY LV D IDEOHVV VHPLFRQGXFWRU FRPSDQ\ ZKLFK

PHDQV WKDW RXU PDLQ SURFHVVHV DUH ,& GHVLJQ ZDIHU SURELQJ DQG ILQDO SURGXFW WHVWLQJ 7KLV PHDQV WKDW
OHOH[LVY QHLWKHU SURGXFHV QRU XVHV FKHPLFDOV WKDW DUH FODVVLILHG DV 6XEVWDQFHV RI YHU\ KLJK FRQFHUQ R

RWKHU FKHPLFDOV WKDW PD\ OHDG WR $LU SROOXWLRQ XQGHU QHUFD BTV Q& Wikt Pu BYREHE THRY 0@ [ {WHWLWPLFDOV WKDW |

ORFDWLRQV ZKHUH 3ROOXWLRQ LV D PDWHULDO LVVXH QR PDWHULDO ,52V UHODWHG WR $LU SROOXWLRQ FRXOG EH OLQN
LGHQWLILHG DV PDWHULDO IRU RXU XSVWUHDP YDOXH FKDLQ QDF
6HPLFRQGXFWRU $VVHPEO\ DQG 7THVW 26%$7 SURYLGHUYV

‘H UHTXLUH DOO 7LHU VXSS BXIKRISY WARI RARASS-D R IR KB HV VX S ¢
FRPPLWRHROQOSWHYHQW DODKX\ERWIOKWLRQJHW UHODWHG WR 6XSSOLHU
WKH WRSLF RI $LU SROOXWLRQ VR OHDH Q@ PIRIWHWIRE R M PWRLRWD SROL
&RQGXFW DQGWRNVRHEMWDRBRQ PRUH DERXW RXU H[SHFWDWLRQV DQ




7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A H\ PDWHII D@ WARBNAYROGHI HAIDYHPROWHQWDA AIRESRROW MW IRNWIIQDQFH UHSRUW

R U

6XEVWDQFHYV RI FRQFHUQ LQ WKH XSVWUHDP YDOXKWXEKBR@FHV RI YHU\2KILD K WHRQFHILE VXSSOLHUV LPSOHPHQW FR(
KD]JDUGRXV VXEVWDQFHY DQG HQVXUH FRPSOLDQFH ZLWK LQWHUQ

( 7TKHVH FRQWUROV LQFOXGH PRQLWRULQJ WKH XVH RI GHFODUDEO|
SURFHGXUHV WR OLPLW WKHLU SUHVHQFH LQ SURGXFWY )LQDOO\

9DULRXV FKHPLFDOV XVHG WKURXJKRXW WKH YDOXH FKDLQ RI WKKUWRKXB KFROMEX B IWRQ \LKGEKRWLILR D UAHD ¥ R’GIVLIBHDWHBWLRQ DQG UHF\

KD]DUGRXV 6RPH KD]DUGRXV FKHPLFDOV DUH FODVVLILHG DV 6KESWHDW PHMGRIURHARWK QIKU FRRXB K UGHIFHRRY HU\

DFFRUGLQJ WR WKH 5($&+ UHIJXODWLRQ VXFK DV OHDG RU YRODWLOH RUJDQLF FRPSRXQGV 92&V $OWKRXJIK

OHOH[LY GRHVY QRW XVH RU SURGXFH VXFK VXEVWDQFHV WKH\ D/KH KXHGCH@I WKHP M @ WWZALNDKP RDDUWD X M SFKDULHQU VZ KAHFBH[LY HQVXUHV W

OHDGV WR WKHLU SUHVHQFH LQ D OLPLWHG QXPEHU RI OHOH[LV3HWRGX AWQ WLR USIDWHRWRDO®WRDWAY X 28 X EVOMD QRHY BBDXODWLRC

EH UHOHDVHG XQGHU QRUPDO XVH 76&% DQG RWKHU OHJLVODWLRQ UHODWHG WR WKH XVH RI FKHPL

'H UHTXLUH DOO 7LHU VXSS BXKISN IWIRI RARASHD RIZ ISRHR GRKEMY HV VX SSOLHUV

FRPPLWRHRQWUHDWGRXV VXEVWDQFHV LQFOXGLQJ 69+&V IROORZLQJ DSSOLFDEOH ODZV DQG UHJXODWLRQV

7KXV WKH WDUJHW UHODWHG WR 6XSSOLHU &RGH RI &RQGXFW DOVR FRYHUV WKH WRSLF RI 6XEVWDQFHV Rl YHU\ KLJK
FRQFHUQ B3OHDVH UHIMWKR \DR D/HE WRRIG DERXW RXU SROLF\ 6XSSOLHU &RGH Rl &RQGXFW DQG WR

VHFWI R@R OHDUQ PRUH DERXW RXU H[SHFWDWLRQV DQG REMHFWLYHV UHODWHG WR WKLV &RGH

$FWLRQV UHODWHG WR 6XEVWDQFHV RI YHU\ KLJK FRQFHUQ DQG $LU SROOXWLRQ LQ WKH
XSVWUHDP YDOXH FKDLQ

(

OHOH[LVY NH\ DFWLRQ UHODWHG WR 3ROOXWLRQ LV HQJDJHPHQW ZLWK VWUDWHJILF VXSSOLHUV & ZDIHU IRXQGULHV DQG
2XWVRXUFHG 6HPLFRQGXFWRU $VVHPEO\ DQG 7THVW 26%7 SURYLGHUV 8QIRUWXQDWHO\ LW PXVW EH QRWHG WKDW

IXOO DYRLGDQFH RI KDJDUGRXV VXEVWDQFHV LQ WKH VHPLFRQGXFWRU YDOXH FKDLQ LV QRW \HW SRVVLEOH EXW ZH NHHS
HQJDJLQJ ZLWK RXU VXSSOLHUV WKURXJK UHJXODU VXSSOLHU PHHWLQJV DQG DQQXDO UHSRUWLQJ F\FOH WR GULYH
SRVLWLYH FKDQJH DQG PRQLWRU WKH SURJUHVYV

,Q DGGLWLRQ WR FRPSOLDQFH ZLWK OHOH[LV 6XSSOLHU &RGH RI &RQGXFW ZH UHTXLUH WKHP WR UHSRUW RQ ERWK
WRSLFV RI $LU SROOXWLRQ DQG 6XEVWDQFHV Rl YHU\ KLJK FRQFHUQ DQQXDOO\ WKURXJK RXU VXSSOLHU (6*
TXHVWLRQQDLUH DQG WKURXJK VSHFLDOL]HG UHSRUWLQJ SODWIRUPV ,Q ZH VWUHDPOLQHG RXU VXSSOLHU (6*
TXHVWLRQQDLUH DQG DOLJQHG LW ZLWK &65' UHTXLUHPHQWVY WR WUDFN VXSSOLHUV SROLFLHV DFWLRQV DQG WDUJHWYV
LQFOXGLQJ WKRVH UHODWHG WR 3ROOXWLRQ

$LU SROORWHRRPRQ ZLWK OHOH[LVY PDQ\ RI RXU VWUDWHJILF 7LHU VXSSOLHUV GR QRW JHQHUDWH SROOXWDQWYV

GXULQJ WKHLU RSHUDWLRQV 6XSSOLHUV WKDW GR LGHQWLI\ SROOXWLRQ DV D PDWHULDO WRSLF IRU WKHLU RSHUDWLRQV
LPSOHPHQW SROOXWLRQ SUHYHQWLRQ DQG QHXWUDOL]DWLRQ V\VWHPV 0DQ\ RI RXU 7LHU VXSSOLHUV DUH ,62
FHUWLILHG ZKLFK VHUYHV DV DQ H{WHUQDO YDOLGDWLRQ RI WKHLU DFWLRQ UHODWHG WR WKH PDQDJHPHQW DQG
SUHYHQWLRQ RI SRWHQWLDO SROOXWDQWYV



7DFOH RI $W D SFRXW
FROWHQWY J10NDQFH NHOM[LYV

EXVWDI CDELOLWM QDQFLDO RRUSRUDWH
IIHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HA&IDYHPROQWHOQ'WDA AIRKEROW HIRNWIIQDQFH UHSRUW

( :DWHU DQG PDULQH UHVRXUFHYV

obwHULDO ,52V UHODWHG WR :DWHU DQG ODULQH 5HVRXUFH'

‘H KDYH LGHQWLILHG WKH IROORZLQJ PDWHULDO :DWHU UHODWHG LPSDFW DQG ULVN LQ RXU XSVWUHDP YDOXH FKDLQ

EXIV ERH QEVMRI ODIMYSIYEG FWYV ULVNVY DQG RSSRUWXQLWLHYV

IaQVLYH ZDWHU XVH

:DWHU FRQVXP%%%&’V';/YH DF\%%%LFRQGXFWRU PDQXIDFWXULQJ LV ZDWHU LQWHQVLYH UHTXLULQJ OBUJH TXDQWLWLHV RI XOWUR SXUH ZDWHU 83: IRU
FOHDQLQJ DQG SURFHVVLQJ ZDIHUV

:DWHU DYDLODELOLW\

5LVN :DWHU LV DQ LPSRUWDQW WRSLF LQ OHOH[LV LQGXVWU\ 5HGXFHG ZDWHU DYDLODELOLW\ ZLWKLQ WKH YDOXH FKDLQ ERXOG KDY
ILQDQFLDO FRQVHTXHQFHV

7KH SURFHVV RI LGHQWLI\LQJ LPSDFWV ULVNV DQG RSSRUWXQLYWHN W HO®® HFEDWR. @M HIHDOR XQM-H W RVARXS LIFH ERHUR X U VXSSO
PHWKRGRORJ\ RXWOI CRHEAE@GHU

(
,PSDFW DQG ULVN PDQDJHPHQW
7R DGGUHVV WKH :DWHU WRSLF LQ UAXHS RS VW | RHRITFHUYRDTORMEHD FE YK MO
"XULQJ RXU LQGXVWULDO SURFHVVHV WKH XVH RI ZDWHU LV YHOUNOQH PLLMVGS B Q GHUVWHR FSIR[H W LQ IR WKIKRY AWM K 8 L& QWK KWH URHI OZDDMHHEU W
FRQWDFW ZLWK FKHPLFDOV RU RWKHU SRWHQWLDO SROOXW D QW\R QiG¥RW GLAMRWR WHKUHV $ZDXW 8 X FRAD QIDVIAH FJ MEEONHND JI0DHMPIH HOBREPREX W/ FR X
RI WKH OHOH[LV SURGXFWLRQ VLWHY DUH ORFDWHG LXQUDNGID®\ZH VK KW DKV R K 8 \ DDO0G ZFOBAWHHF W LY NV VFHRRWHW HG2 WR WKLV &RGH
ZLWK VXEMHFW PDWWHU H[SHUWV FRQFOXGHG WKHUH ZHUH QR PDWHULDO ,52V QRU D QHHG WR VHW XS UHGXFWLRQ
DFWLRQV DQG WDUJHWV UHODWLQJ WR RXU RZQ RSHUDWLRQV .H\ DFWLRQ WR DGGUHVV WKH ULVN Rl ZDWHU DYDLODELOLW)\ DQG
HQJDJHPHQW ZLWK RXU VWUDWHJILF VXSSOLHUV SULPDULO\ PHDQ
$OWKRXJK RXU VWUDWHJILF VXSSOLHUV DUH DOVR QRW ORFDWHBLMWX RXHD&XBISW K HU EKR ZBIVRH (& R QG FOW F RV GRIQJ WRHWIKH XLUH WK}
$TXHGXFW :DWHU 5LVN $WODV ZH UHFRJQ D] W B H RESRWHMDXD F HDRIQZIMWIIY IU Z ZH VWUHDPOLQHG RXU 6XSSOLHU (6* 4XHVWLRQ
VHPLFRQGXFWRSVLOHXWWWY\LY D IDEOHVV FRPSDQ\ WKH ZDIHU PN DB WXHQ QY SWR AHMF NWIKXSBMLHUY SROLFLHVY DFWLRQV DQG
KDQGOHG E\ RXU VXSSOLHUV RXU XSVWUHDP YDOXH FKDLQ HQJDJHPHQW LQ ZH FDQ UHSRUYV
UHODWHG WR ZDWHU PDQDJHPHQW ,Q SDUWLFXODU WKH\ IRFXV F
,Q FRQFOXVLRQ VLQFH OHOH[LV LV QRW XVLQJ ZDWHU LQ EXVLGEHMFBFW RS D WKRIQ: DWHFR AOR § L FDIQIEV UBHXVG DYRWHW WHGS SO L H U
RQO\ PDWHULDO IURP DQ LPSDFW SHUVSHFWLYH WKURXJK RXU XSDWWRHDP YDOXH FKDLQ




7DFOH RI $W D SFRXW
FROWHQWY J10DQFH NHOH[LV

EXVWDI CDELOLW)M QDQFLDO &RUSRUDWH
IIHSRUW IIHSRUW JRYHUQDQFH $SSHQGL][

4: H\ PDWHUI DA WIRSBNAWROGHL HA&IDYHPROQWHOQ'WDA AIRKEROW HIRNWIIQDQFH UHSRUW

SHVRXUFH XVH DQG FLUFXODU HFF

ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV

‘H KDYH LGHQWLILHG WKH IROORZLQJ PDWHULDO 5HVRXUFH XVH DQG FLUFXODU HFRQRP\ UHODWHG LPSDFWV ULVNV DQG RSSRUW

6IWSYVGI YWI ERH GMVWOY® EFNSIIFFSWSQLEVNVY DQG RSSRUWXQLWLHYV

5HVRXUFH 1HIJDWLYH DFWXB®I SUHFLRXV UDZ PDWHULDOV
LQIORZV LPSDFW OHOH[LV SURGXFWV UHTXLUH UDZ PDWHULDOV LQFOXGLQJ SUHFLRXV PBWHULDOV VXFK DV JROG z
5LVN '"HSHQGHQF\ RQ ILQLWH UHVRXUFHV

+LJK GHSHQGHQF\ RQ FHUWDLQ ILQLWH UHVRXUFHV FRXOG OHDG WR GLVUXSWLRQV DQG QHJDWLYH ILQDQFEDO FRQVHTXHQFHYV

6XVWDLQDEOH VXSSO\ FKDLQ
2SSRUWXQLW\e 2 0ODERUDWLQJ ZLWK VXSSOLHUV WR HQDEOH PRUH UHVLOLHQW YDOXH FKDLQV

2 XVH RI FLUFXODU HFRQRP\ WKURXJK RZQ SURGXFWV
EF)(?(\\;VFiélli;U isglls\livaYH SRW\@R\I@@QJ WHFKQRORJLHVY DQG SURGXFWV WKDW HQDEOH FLUFXODU HFRQRP\ SUDFWLFHV VXFK DV VHQVRUV IRU VRDUW ZDVW

PDQDJHPHQW V\VWHPV RU ZHDU DQG WHDU PRQLWRULQJ V\VWHPV

5" LQYHVWPHQWYV
S5LVN '"HYHORSPHQW RI XVH RI UHF\FOHG UHF\FODEOH FRPSRQHQWYV RU QHZ S RFHVVHY WR HQDEOH FLUFXODULW\ZUHTXLUHV
LQYHVWPHQWY LQ 5 ' DQG LQIUDVWUXFWXUH

JLODQFLDO DQG EXVLQHVV RSSRUWXQLWLHYV
2SSRUWXQLWYHYHORSPHQW RI XVH RI UHF\FOHG UHF\FODEOH FRPSRQHQWY RU QHZ SYRFHVVHY WR HQDEOH FLUFXODULW\ FRXOG OHDG WR
ILQDQFLDO RSSRUWXQLWLHY HJ LQQRYDWLRQ LQFUHDVHG HIILFLHQF\ UHGXFHG SURGXFW FRVWVY DFFHVV WR QHZ PDUNHWYV

1HIJDWLYH DFWRDQUGRXV ZDVWH

DY LPSDFW +D]DUGRXV ZDVWH LV JHQHUDWHG WKURXJKRXW WKH PDQXIDFWXULQJ SURFHVV

&RVW RI FLUFXODU HFRQRP\ SULQFLSOHV
2SSRUWXQLWWGRSWLQJ FLUFXODU HFRQRP\ SULQFLSOHV LQ OLQH ZLWK (8 *UHHQ 'HDO UHJXODWLRQV FRXOG OHDG WR UHGXFHG ZDVWH
SURFHVVLQJ FRVWY DQG PDWHULDO HIILFLHQF\



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A H\ PDWHII D@ WARBNAYROGHI HAIDYHPROWHQWDA AIRESRROW MW IRNWIIQDQFH UHSRUW

BRI

ODWHULDO ,52V UHODWHG WR FHNRKUEM KN RIEE R crwire so Hiorsor
FLUFXODU HFR Q RP\ ZRUN WRZDUGV PLQLDWXUL]DWLRQ D Q G.SIFOW REEMDWR R Q Rt) SRUWYKH

LQIRUPDWLRQ

SURFHVV WR LGHQWLI\ PDWHULDO LPSDFWV ULVNVDQGORSSREBWIXQLWRBIVXFW
6XSSOLHU &RGH RI &RQGXFW LV D SROLF\ DGGUHVVLQJ WKH RSSRI

7KH SURFHVV RI LGHQWLI\LQJ LPSDFWV ULVNV DQG RSSRUWXQNVWEHYU\UHKDLW HGKW RXSIHKVRXOQEG BERUD VQRBR F ZUWXODWXSSOLHUV 5HVR
HFRQRP\ DOLJQV ZLWK RXU JHQHUDQ HWKIR(FR®RBFRMN\WDQQM GRIURIGHIARURMH U RI RXU WRWDO VSHQG 7KLV &RGH UHTXLUHV VX
XVH DQG FLUFXODU HFRQRP\ ZH KDYH LGHQWLILHBRGIS 8K QBEHE MLIDVRFRRWMHH HUIH ¥ RXQ FH WD VXAKODVDY WR VRXUFH HQHUJ\ IURP ORZ
DV ZHOO DV SUHFLRXV PHWDOV VXFK DV VLOYHU JROG SDOOD GKAR XQJECWVEKG DWH TXX R MWKHUIGRW JW FD P R R B RPHI K HDVORDXAAWH VX RH WKH SR
WKH FRPSRVLWLRQ RI RXU SURGXFWV $GGLWLRQDOO\ LQWHUQDBESHQYGEHYFLRQVI ZQ WKHVXBEMRXWFAVWWHU H[SHUWYV KDYH
SURYLGHG YDOXDEOH LQVLIJKWY LQWR ZDVWH JHQHUDWLRQ DQG SDFNDJLQJ LPSDFWYV

5HVRXUFH XVH DQG FLUFXODU HFRQRP\ DFWLRQV
3ROLFLHY UHODWHG WR 5HVRXUFH XVH DQG FLUFXODU HFRQRP\

(

(

:DVWH PDQDJHPHQW B5HVRXUFH RXWIORZV
3OHDVH UHLILY IWIR ®@XHQ VWIXXSROI AV &RGHIRULROBYXFBWLRQ DERXWDWKHEHHQ SURDFWLYHO\ LQYHVWLQJ LQ RXU ZDVWH PDQDJHPF
JHQHUDO NH\ FRQWHQWYV VFRSH DFFRXQWDELOLW\ WKLUG SDWQGYWORYEDYGEEYJ VWD NHKRBGHILURR@WIQGHLM® WHRORQQIGELOLW\ :H
DYDLODELOLW\ 7KH SDUDJUDSKV EHORZ KLJKOLJKW KRZ WKHVHVERELBIHVW YE§W\HVS HRILIALKE DGO R WRW5 HRAR XURH WRMVDQ&ZDVWH 7KL

FLUFXODU HFRQRP\ VWUHDP KD]DUG SUHVHQFH DQG WUHDWPHQW W\ 38 Y GIHR/OAH@WD
SROLRK ZH VWDQGDUGL]HG DQG VWUHDPOLQHG RXU ZDVWH GD
(QYLURQPHQWDO SROLF\ FDWHJRULHY DSSOLFDEOH WR DOO OHOH[LV VLWHV :H XVHG WKH |

7KH ILUVW SULQFLSOH LQ WKH (QYLURQPHQWDO SROLF\ VWDWHW\WWBW OROHWLKL G #H P B0 R %N PHQAMW D(I8G BE OHRWR.GXW LIRGWD,QGDUGL]
SDUWLFXODU VRPH RI RXU SURGXFWV HQDEOH FLUFXODU HFRQRM®\V XXEXJDAR QN QVW HQ AR UHQPEOWQIDWWHNMKRDIHPHQWR XQGHUVV
VA\VWHPV RU ZHDU DQG WHDU PRQLWRULQJ V\VWHPYV SHUIRUPDQFH ,W DOVR VXSSRUWYV HIIHFWLYH ZDVWH WUDFNLQJ D
LPSURYHPHQWY DQG LQFUHDVHG UHVRXUFH UHFRYHU\

$QRWKHU NH\ SULQFLSOH RI RXU (QYLURQPHQWDO SROLF\ LV )LUVW 7LPH 5LJKW )75 LQ SURGXFW GHYHORSPHQW

ZKLFK HPSKDVL]HV WKH LPSRUWDQFH RI JHWWLQJ WKLQJV ULJKWR L RPDWS®HR XRXVHBEL JIKVW I/YSSWUR DB K6 R LLFDV 96 R QUHD&XPHVRUWYV ZDV
HUURUV DQG UHZRUN DFURVV WKH HQWLUH SURGXFW OLIHF\FOHEHURPGLQRWLRQOG HOVHILY QVIRWM L QH © B THRLGMHPMIQRAV KEBHOMNS DDV R FRP P
FRQVHUYH YDOXDEOH PDWHULDOV ZLWKLQ RXU LQWHJUDWHG FLAFEXQWNJIXEV DER XM QG DY OVLIQH WEHWRXJIE QX ZDWRHYY FDPSDLJIQV
UHVRXUFHV XVHG LQ WKHLU PDQXIDFWXULQJ HFRQRP\

7R HQVXUH WKLV SULQFLSOH LV HIIHFWLYHO\ LPSOHPHQWHG ZH EHTXLUGE R XW EXSSCLADW W R D6 RSOW VDI H SXDUBVUWKDWX W IO R 7
UHGXFH WKH ULVN RI GHIHFWV OHDGLQJ WR SURGXFW UHMHFW LRIQ F#5 G L W Z R QDOYGH\ EZHH QRFEX § SR.Q H 8 BVNEIILLVKIL RQ I ORE D DRNGI R X W | ¢
HUURU SURRILQJ SURFHVVHV WR HOLPLQDWH KXPDQ HUURUV LGHQWLI\ RSSRUWXQLWLHV IRU UHGXFWLRQ UHXVH DQG UHF\FOL

DFFRXQW IRU WKH PDMRULW\ RI SDFNDJLQJ PRYHPHQW $V D UHVX
2XU (QYLURQPHQWDO SROLF\ DOVR SULRULWL]HV WKH WUDQVLWISRENWRLQR I HXYE |MXRKFDV ER@® G QU J&WRMRUFKVWRRPHUY LQ FDUG
PRUH GHWDLOV RQ WKLV LQ LA IDRADIVY i BB MAH BW LHROQ W RS RWKHU WRSLF




7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4 H\ PDWHUID®@ WARSBNAYROGHL HAIDYHPROQWHQWDA AIRFSRDW U IRNWIIQDOQFH UHSRUW
AXDQWLWDWLYH GDWD VXSSRUWLQJ WKH RXWFRPHV RI WKHVH HIIRUWY FDQ EH IRXQG LQ WKH 5HVRXUFH RXWIORZV
VHF WERQRZ
7DUJHWYV UHODWHG WR ZDVWH PDQDJHPHQW
OLQLDWXUL]DWLRQ DQG LQWHJUDWLRQ
2XU FRQWLQXRXV LQQRYDWLRQ OHDGV WR IXUWKHU PLQLDWXULQBWHRLY DQG ROWHIWHWLWRR RI @HOLH LY RUXRIGDE R [TTRRWRAK DHAQCHL B |
OHDGV WR LQFUHDVHG VXVWDLQDELOLW\ RI RXU SURGXFWV ZKLFK SULRULWL]HVY ZDVWH SUHYHQWLRQ 1R WDUJHW LV VHW UHC
LV QR SODQ WR VHW VXFK WDUJHW EHFDXVH WKH DPRXQW RI KD]I
i ,)PSURYHG HIILFLHQF\ RI UHVRXUFHV XVHG LQ SURGXFWV VEBBORHWH:G BQVRK WROX 2B | BHORRY| L PH. |6IRVWODINFR @DVWH SUHYHQWLRC
UHDO HVWDWH LQFUHDVLQJ HIILFLHQF\ DQG UHGXFLQJ ZDVOWVBXIUEKA %D EKFWDL RN WHKHIUF HQIH PWKIHY & QR W\ JE\ IFRRQLWRULQJ
WKH SDFNDJH DOVR PLQLPL]HV VLOLFRQ ZDVWH DW HQG RI| DERI K5 RY SIRK/HD QQ Y KU R QOPHDBA/D\U RS B 8 E B'\HIH DA \KLHD NRRIGHXUDHD B QRSU D M @/ +
GHSHQGHQF\ RQ ILQLWH UHVRXUFHV FRPSRVLWLRQ LV WUDFNHG TXDUWHUO\ EDVHG RQ SULPDU\ GDWD
UHVSRQVLEOH IRU LQWHJULW\ FKHFENV DQG YDULDQFH DQDO\VLV
i BHGXFHG SDFNDJLQJ VPDOOHU SURGXFWV UHTXLUH OHVV SDFHN DHYQLH P B & H X DOV HAKQ V ZRMCKQ &L IH FOD@® S DHFRH QW 7HDPV
PRUH SURGXFWV LQ WKH VDPH SDFNDJLQJ RSWLPL]JLQJ VKLSSLQJ DQG UHGXFLQJ RXU FDUERQ IRRWSULQW

GXULQJ WUDQVSRUWDWLRQ 5HVRXUFH LQIORZV

I 6LPSOLILHG GHVLJQ RXU PLQLDWXUL]DWLRQ HIIRUWYV RIWHQ OHDG WR VLPSOLILHG GHVLJQV )RU H[DPSOH LQ
OHOH[LY ODXQFKHG WKH 0/; & WKH ZRUOGéV ILUVW : VLQJOH FRLO VHQVRUOHVV %/'&
GULYHU %\ VKULQNLQJ WKH VL]H DQG HOLPLQDWLQJ WKH QUHHIH[RV BDWDHUA VO QNHRAR XZUH IV LLIQIDIRED QW B O XEI6 X FH
UDZ PDWHULDO FRQVXPSWLRQ DQG HQHUJ\ XVH GXULQJ PDOQXIDFWIX¥XWIMQJ 7KLV 1R +DOO WHFKQRORJ\
GHFUHDVHV WKH RYHUDOO FRPSRQHQW FRXQW IXUWKHU PLQLPBPLRNDUHYR ®QFEH RGNHSHOH WR Q QXPQE GGHNRPRWLQJ

HITLFLHQW PDWHULDO XVH I %LOO RI ODWHULDOV %20 PDWHULDOV XVHG LQ RXU SURGXF
KRXVHV LQFOXGLQJ FRPSRQHQWY OLNH FDSDFLWRUV
7UDQVLWLRQ DzD\ IURP SUHFLRXV PHWDOV i 8WLOLWLHVY HOHFWULFLW\ JDV DQG ZDWHU

OHOH[LY FRQWLQXRXVO\ WDNHV VWHSVY WRZDUGYV WUDQVLWLRQLQJ DADNUBRIRQIBDG DV RQH RI WKH SUHFLRXV PHWDOYV
XVHG LQ RXU SURGXFWV $FWXDO DQG SRWHQWLDO DFWLRQV DUH G ISADFXWBHG [EXWE G RO \ YIHEE FHO[MAH D Q B OSIU RRADXFMDLRE) RXKLSPH
SXUFKDVLQJ DQG GHYHORSPHQW WHDPV 7KHVH DFWLRQV DGGUHVYV WKRRMSRIQHD VY Gl RS S\RKUHWXIQ MD BWEDWE GVWRW HTXLSPHQW
GHSHQGHQF\ RQ ILQLWH UHVRXUFHV DQG KHOS LQFUHDVH VXVWDLQDELOLW\ RI RXU VXSSO\ FKDLQ )RU H[DPSOH LQ WKH
QH[W JHQHUDWLRQV RI RXU 0/; SURGXFW WKH JROG ZLUH ZL®SREHDUMBODEQS RAUFRSSHDWLRA YV UHIB XPLYH GHWMHUPLQHG WKDW
XVH Rl SUHFLRXV PHWDOV PDWWHU IRU OHOH[LV 7KH IROORZLQJ LQIRUPDWLRQ LV GLVFORVF
JRU PRUH LQIRUPDWLRQ DERXW RXU VXSSOLHU ULVN DVVHVVPHQW DQG WKH SRWHQWLDO ULVN RI IRUFHG DQG FKLOG ODERU
DVVRFLDWHG WR SUHFLRXV PHWDOV VRXUFL®1 (6®HDWIBOUHIHU WR iWKKH URNGHDUDID® WHEWD B QHRIKW RI PDWHULDOV LQ RXNJ SURGXF
i RI RXU SDFNDJLQJ DQG SURGXFWV LV GHULYHG IURP ELRO
WR FDUGERDUG SDFNDJLQJ
i *H XVHG NJ Rl VHFRQGDU\ UHXVHG RU UHF\FOHG PDWHULDO"
RI RXU WRWDO PDWHULDO XVDJH L H SURGXFWV DQG SDF



7TDFCH RI $W D SFRXW EXVWDI CDELOLWXM QDQFLDO RRIISRUDWH

FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HA&IDYHPROQWHOQ'WDA AIRKEROW HIRNWIIQDQFH UHSRUW
OHWKRGRORJLHVY DQG FDOFXODWLRQV %H\RQG LQGXVWU\ VWDQGDUGY ZH SULRULWL]H FXVWRPHU UHTXL
7KH GDWD SUHVHQWHG LQ WKLV UHSRUW LV D FRPELQDWLRQ RI LGNV IDRE CPLHHDWKLLRHP BQW W DQB[AN MG P D WHIDRIQNV D Q G KRXUV )RU

EHWZHHQ D VPDUWZDWFK DQG DQ HOHFWULF FDU
7KH WRWDO ZHLJKW RI SDFNDJLQJ LV FDOFXODWHG E\ PHDVXULQJ WKH DYHUDJH ZHLJKW RI HDFK SDFNDJLQJ W\SH DQG
PXOWLSO\LQJ LW HLWKHU E\ SXUFKDVHG TXDQWLWLHV RYHU WK BXWHBSRRIRLMPIH\GW UV R G XV HEVOLADWNGUWKOSS WG G LQ RXU WKRURX
TXDQWLWLHV 3DFNDJLQJ IURP DOO VKLSPHQWY RUJDQL]HG DQGHRKQRFHIEG EAREXVM QW \LY Y Q OVFEROML RR@® U ERID WH D GGRGXFW XQGH
SDSHU SDFNDJLQJ LV FRQVLGHUHG WR EW KXW WKHHG SIRUURFPH B WRIDIR-E RF BEQ HVGRBULNHDW ODXQFK HQVXULQJ WKDW OHOH[LV ,&V FDQ DFKLF
PDWHBIXOWY WKH VKDUH RI FDUGERDUG DQG SDSHU SDFNDJLQJGHQHWWW DOX 5 DENDFID\Y 1 RZGH LKAV X GH KWD RLR XYV VWUHVY WHVWYV GH
UHXVHG SDFNDJLQJ LV HVWLPDWHG E\ H[SHUWV RQ HDFK VLWH BODLVHW LRPG EHIOE EFBIUW DRMDLAR G0 U DR W B W HYX R | UGG ARG DO IDLC
FRQWHQW DUH SURYLGHG E\ SDFNDJLQJ VXSSOLHUV 7R DYRLG GRSHRWHPRXOQW DQS R HDHRA BAUHY QG §RWWIQGY PDW BDIPDAW WR RXU
ZH GHGXFWHG WKH UHXVHG ZHLJKW IURP WKH WRWDO ZHLJKW WR FDOFXODWH WKH ZHLJKW Rl UHF\FOHG PDWHULDOYV

5HSDLUDELOLW\ Rl SURGXFWYV
7KH WRWDO ZHLJKW RI SURGXFWV LV HVYWLPDWHG EDVHG RQ DYRKDB JHX MRIRIKW/LS HUL Q8G WY S P % O WRISION HIG \E \UW R HDELSSH. W\ UHTXLU
VDOHV TXDQWLWLHV IRU WKH UHSRUWLQJ SHULRG 7KLV DSSURDAKHWSG 8| LEHDA EE IVXIEWINHIEW DP B WIWHDW \HI[BFXWR | DQGHDIOW RAW K S U
IRU WKH PRVW UREXVW HVWLPDWLRQ DV GLIIHUHQW SURGXFW VRSHWUKD W KRIQWD B SIDIEWIDQIH , W VSIHY KINGH BRPHD DDYRAIBHG GXH WR FR
ZHLJKW DQG FRPSRVLWLRQ OHOH[LV IRFXVLQJ KHDYLO\ RQ WKH DXWRPRWLYH VHFWRU DGKH!

SHVRXURMIBRZYV 5HF\FODEOH FRQWHQW
I 3DFNDJLQJ WKH UDWH RI UHF\FO D E ORQF RQNUDQIW V : HQHY DVANPIDA

( DYHUDJH EDVHG RQ ZHLJKW SXUFKDVHG TXDQWLWLHY DQG U
7KH UHF\FODELOLW\ UDWHYVY DUH SURYLGHG E\ SDFNDJLQJ VXS
OHOH[LVY KDV LGHQWLILHG WKH IROORZLQJ NH\ SURGXFWY DQG PDWHULDOV DV RXWSXW RI WKH SURGXFWLRQ
I BURGXWMWMWY UDWH RI UHF\FODEOH FRQW HYW D Q FXUWRDANKHF® VRIOVO
i 3DFNDJHG ,QWHJUDWHG &LUFXLWV ,&V & WLQ\ HOHFWURQLF GHROPHWERMWILWHRDSH VRIPERR QG XFVWHRX PO WHRUWK® DYHUDJH VK
OHOH[LV LV D IDEOHVV VHPLFRQGXFWRU FRPSDQ\ ZKLFK PHDQV DNFRDXD R URCFIRY HQ 8 & VGKWLLDD YERBIBVWHRMFOLQJ WKDW D WK
DUH SDFNDJH DQG FKLS GHVLJQ SURELQJ DQG WHVWLQJ RI LQWHJUDWHG FLUFXLWV ,&V 2WKHU SURGXFWLRQ
UHODWHG SURFHVVHVY DUH RXWVRXUFHG WR RXU SDUWQHUV
I %9DUH GLHV RU 8QSDFNDJHG ,QWHJUDWHG &LUFXLWV (VVHQWLDOO\ UDZ VLOLFRQ FKLSV ZLWK FLUFXLWU\
HWFKHG RQWR WKHP EXW ZLWKRXW DQ\ SURWHFWLYH SDFNDJLQJ
I 3DFNDJLQJ XVHG WR VKLS RXU SURGXFWV WR SDUWQHUV DQG FXVWRPHUV VXFK DV FDUGERDUG ER[HV
I :DVWH WKURXJKRXW RXU RZQ RSHUDWLRQV
I 7THVWHUV VSDUH SDUWV DQG UHODWHG VHUYLFHV WKURXJK ;SHTW DQ HQWLW\ DFTXLUHG LQ

'"XUDELOLW\ RI SURGXFWYV

OHOH[LVY SURGXFWVY DUH HQJLQHHUHG WR PHHW VWULFW DXWRPRWLYH LQGXVWU\ GHPDQGY DV RXWOLQHG LQ LQGXVWU\
VWDQGDUGVY VXFK DV $(& 4 DQG -(6'" 2XU SURGXFWVY KDYH D PLQLPXP VHUYLFH OLIH RI \HDUV ZKLFK

DOLJQV ZLWK LQGXVWU\ DYHUDJHVY DQG D PLQLPXP RSHUDWLQJ OLIH RI DURXQG KRXUV 7KLV WUDQVODWHYV LQWR
DQ HVWLPDWHG GXUDELOLW\ RI DW OHDVW Rl WKH PDUNHW DYHUDJH



7DFOH R
FRQWHQWYV

W D
10DPQFH

SFERXW

OHOH[LV IIHSRUW

EXVWDI QDELOLWM QDQFLDO

&RUSRUDWH

UHSRUW IRYHUQDQFH $SSHQGLJ

A° H\ PDWHUID®@ WIRBNAYROGHL HAIDYHRROQOWHQ'WDA ARHSROW W IRNWIUIQDQFH UHSRUW

:DVWH YROXPH

1RQ KD]JDUGRXV ZDVWH
+D]DUGRXV ZDVWH

1RQ KD]JDUGRXV ZDVWH

+D]DUGRXV ZDVWH

1RQ KD]JDUGRXV ZDVWH
+D]DUGRXV ZDVWH

1RQ KDJDUGRXV ZDVWH

+D]DUGRXV ZDVWH ®

1RQ KD]JDUGRXV ZDVWH

+D]DUGRXV ZDVWH

1RQ KD]JDUGRXV ZDVWH

+D]DUGRXV ZDVWH

:DVWH FRPSRVLWLRQ

OHOH[LVY PDLQ ZDVWH VWUHDPV LQFOXGH FDUGERDUG DQG SODVW
DQG PHWDO HOHFWURQLF DQG HOHFWULFDO ZDVWH IURP PDLQWD
ZDVWH FRPHV IURP RXU ODEV DQG PDLQWHQDQFH DQG WKH RWKI
IRRG ZDVWH 2XU PL[HG ZDVWH PDLQO\ FRQVLVWY RI SODVWLF SD!

&KHPLFDOV KD]DUGRXV

'LVFDUGHG HTXLSPHQW

'LVFDUGHG HTXLSPHQW KD]JDUGRXV

OHWDOV

OL[HG ZDVWH

2WKHU

3DSHU FDUGERDUG

3ODVWLFV

+D]DUGRXV DQG UDGLRDFWLYH ZDVWH
,Q OHOH[LV JHWROQUVWH&D]DUGRXV ZDVWH :H GLG QRW JHQHUI
GHILQHG LQ $UWLFOH Rl &RXQFLO 'LUHFWLYH (XUDWRP

OHWKRGRORJLHY DQG DVVXPSWLRQV

:DVWH WKH ZDVWH VWUHDPV UHSRUWHG RQ DERYH DUH D FRPELQ
DJJUHJDWHG DFFRUGLQJ WR WKH (85%$/ ZDVWH FDWHJRULHV 7KH C
WKURXJK D FRPELQDWLRQ RI SULPDU\ GDWD DQG HVWLPDWLRQV ¢
VLWHY DQG FRYHUV WKH SHULRG IURP -DQXDU\ WR 2FWREHU RI W}
GDWD DUH LQYRLFHVY DQG RQOLQH WRROV SURYLGHG E\ ZDVWH FR
YROXPH RI WKH ZDVWH LV QRWHG E\ D ORFDO UHVSRQVLEOH HPSO
DQG '"HFHPEHU IRU WKH VL[ ELJJHVW VLWHYV DQG IRU WKH RWKHU
\HDU 7KHVH HVWLPDWLRQV DUH EDVHG RQ KLVWRULFDO GDWD



7DFOH RI SW D SFRXW
FROWHQWY J10DQFH NHOH[LV

EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A H\ PDWHII D@ WARBNAYROGHI HAIDYHPROWHQWDA AIRESRROW MW IRNWIIQDQFH UHSRUW

(8 7D[RQRP\

7KH (8 7TD[RQRP\ LV D FODVVLILFDWLRQ V\VWHP EDVHG RQ SHUIRDESIDQFDWURYHWUEZRLWKDWPBQVHRWKNUWWKKLQJY UHGXFH HPLVVLRQ
FROQWULEXWLRQ D FRPSDQ\ V HFRQRPLF DFWLYLW\ PDNHV WR VLHGKWFrWURRREQWMNO RERHEHWHIHM EOH

&OLPDWH FKDQJH PLWLJDWLRQ 'LWK UHJDUG WR WKH ILYH RWKHU HQYLURQPHQWDO REMHFWLYHV
&OLPDWH FKDQJH DGDSWDWLRQ DFWLYLWLHV

7KH VXVWDLQDEOH XVH DQG SURWHFWLRQ RI ZDWHU DQG PDULQH UHVRXUFHV

7KH WUDQVLWLRQ WR D FLUFXODU HFRQRP\ ,Q WKH FRQWH[W RI WKH (8 7D[RQRP\ ¢DOLJQPHQWe& PHDQV WKDW
3ROOXWLRQ SUHYHQWLRQ DQG FRQWURO FODVVLILHG DV HQYLURQPHQWDOO\ VXVWDLQDEOH 7KLV LV WKH F

7KH SURWHFWLRQ DQG UHVWRUDWLRQ RI ELRGLYHUVLW\ DQG HFRV\VWHPV

&RQWULEXWHVY VXEVWDQWLDOO\ WR RQH RU PRUH RI WKH HQ)\
5HIJXODWLRQ (8 WKH ¢7D[RQRP\ 5HIJXODWLRQé& ZDV SXEOLVKHRG ALRQWKH EX W HA L\DXE VRUWOU@MDIOD ROWWHR &OLPDWH FKDQJH PLWL
(XURSHDQ 8QLRQ RQ -XQH DQG HQWHUHG LQWR IRUFH RQ  -XORD QX | Dif KXQLHF BV WK QR E R LIQHVFWKWWULDH DLPHG DW DQG GHP
IRU HDFK HQYLURQPHQWDO REMHFWLYH DUH GHILQHG WKURXJK GHOHPDWHLRQFPWWLQJV FRPSDUHG WR WKH EHVW SHUIRUPLQJ DO\

DYDLODEOH RQ WKH PDUNHW 7KH *+* UHGXFWLRQ DFURVV WK
7KH &OLPDWH 'HOHJDWHG $FW &RPPLVVLRQ 'HOHJDWHG 5HIJXODWLRGQURS XFW OLIHFYFDMHIQBHG/IERQV DQG WKHLU DSSOLFDWLRQV
&RPPLVVLRQ 'HOHJDWHG 5HIJXODWLRQ (8 VHWV RXW WKH WHFKQLFDO VFUHHQLQJ FULWHULD WKDW GHILQH
ZKHWKHU D FRPSDQ\ V HFRQRPLF DFWLYLW\ VXEVWDQWLDOO\ FRQW UREYWHRWWRL WWKLH LAEDMMFN LKYDHUR | FDLRDW KHF RIVEHU HQYLURQP
PLWLJDWLRQ RU FOLPDWH FKDQJH DGDSWDWLRQ 7KH (QYLURQPHQWDO 'HOHJDWHG $FW &RPPLVVLRQ 'HOHJDWHG
5HIJXODWLRQ (8 HVWDEOLVKHY WKH WHFKQLFDO VFUHHQLQ J&OWIPW WL B KIRQJ € GDGHDSRHDE Q B VUK MW EJRIGGYWDR QY. QJ WR DVVH\
XQGHU ZKLFK D FRPSDQ\ V HFRQRPLF DFWLYLW\ TXDOLILHYV DV FRQWEXEZXQH\DVY N K&V WIDQIMWHMD DRX MER BMKH[ &K VMW® MOFD EOHPYOWHH UH O
DQG SURWHFWLRQ RI ZDWHU DQG PDULQH UHVRXUFHV WR WKH WUD QWQIGNQ RQNWRXD FRQFOXNWU RHF\R @FRP W KHRHS RIDFOWMGE FOQ IHWLPH R
SUHYHQWLRQ DQG FRQWURO RU WR WKH SURWHFWLRQ DQG UHVWR UDIVSLLR\D R | DEO ®RSE Y W U R QWS ODWMG/ HEFRAR VW H@ Y WRK IR FXUUHQW
GHOHJDWHG DFWV LQFOXGH VR FDOOHG 'R 1R 6LJQLILFDQW +DUP '1&D YAHJEWHQ LLOG HQRV DN_RIIGG DW KIDQW R RQMWILEXKM ZQWK RU UHTXLU
DFWLYLWLHV VLIJQLILFDQWO\ KDUP DQ\ Rl WKH RWKHU HQYLURQP H Q VD D\® URDEIWH. MWL RYQH W R 7 B H\OD. © B R/ i QQAHOXVGWDPLBERRR P\ 7KLV VWL
VDIHIJXDUGYV UHODWLQJ WR KXPDQ ULJKWV FRUUXSWLRQ WD[DWLRQ DQG IDLU FRPSHWLWLRQ

i 6XVWDLQDEOH XVH DQG SURWHFWLRQXRILDDVOHO HD[QE POGKYW

$V Rl -DQXDU\ FRPSDQLHV QHHG WR UHSRUW RQ WKH HOLJLELOSWR AHY® HD\O LWE PIHQWH RIl \Z B WIHLU DWW UWQHRLWHG DQG ZDWH L
UHJDUGLQJ DOO VL[ RI WKH HQYLURQPHQWDO REMHFWLYHV FKHPLFDOV RU RWKHU SRWHQWLDO SROOXWDQWYV $OWKRXJK

LQWHQVLYH ZH UHFRJQL]H WKH LPSRUWDQFH RI ZDWHU LQ W
%DVHG RQ OHOH[LV 1$&( FRGH RXU EXVLQHVV DFWLYLW\ FDQ EHWR EXFRLRQV LSV HEG ON[D\WQ LWFBRQREOHDEWRPSWQ\ WKH ZDIHU
XQGHU CODQXIDFWXUH RI RWKHU ORZ FDUERQ WHFKQRORJLHVE $ FRP SIXG\SVO LHARQ R DLW KLV E R 7 BY-F @0H VI R IV IRDID 4 MA\U S W RHR/X/ B H
FDWHJRU\ LV GHHPHG HOLJLEOH IRU FOLPDWH FKDQJH PLWLJDWLRQ LI LW PDQXIDFWXUHV WHFKQRORJLHV DLPHG DW
VXEVWDQWLDO *+* HPLVVLRQ UHGXFWLRQV LQ RWKHU VHFWRUV RI iWKWDIOFWR@RR\Q WR D FHUFRIOND B HFFRHQRPIZLWK RXU VWUDWHJILF V

XVH Rl VXVWDLQDEOH SUDFWLFHV LQ DOLJQPHQW ZLWK WKH ¢
6HPLFRQGXFWRU PDQXIDFWXULQJ LV D 7D[RQRP\ HOLJLEOH DFWLYLW\ ZKHUH LW LV LQWHQGHG WR HQDEOH DQRWKHU
HFRQRPLF DFWLYLW\ WR PDNH VXEVWDQWLDO JUHHQKRXVH JDV HPLVVLRQ VDYLQJV :H FRQVLGHU OHOH[LV




7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HA&IDYHPROQWHOQ'WDA AIRKEROW HIRNWIIQDQFH UHSRUW

BROOXWLRQ SUHYHQWLRQ DQG FRQWURO 7KH VHPLFRQGXFT%LQCQV}_%UY%%V RQ WKH XVH RI FKHPLFDOV
WL

7KH FXUUHQW ZRUGLQJ UHJDUGLQJ WKH DVSHFW RI SROOXW G FRQWURO KDV JLYHQ ULVH WR D

QXPEHU RI RQJRLQJ LVVXHV $ FRPSDQ\ V HFRQRPLF DFWLYLW\ PD\ QRW OHDG WR WKH PDQXIDFWXUH

SODFLQJ RQ WKH PDUNHW RU XVH RI FHUWDLQ FKHPLFDOV 1R) FROUGGHXWD BAR HE W KD [RQIRIL\E DG LW @ RVKH &DH ADVMDHUWHG IURP WK

'"HOHJDWHG $FW UHIHUV WR RWKHU H[LVWLQJ (8 OHJLVODW L Q@ HUKIDW URIQPOD)W @ B Q¥ K B CRAHNTRNFBKEN DEXQOERMFPWE D@ WHH G HQR

VXFK DV 5($&+ DQG 5R+6 OHOH[LV FRPSOLHV ZLWK WKH YV HFOWFXIDWLLR/G FURHYTEKUL Y FAPKHD YWRRRIKMA? (Il HYTH B E & € RIFBLVRHIGDE\QH @ BEC

VHPLFRQGXFWRU LQGXVWU\ KDV EHHQ JUDQWHG PXOWLSOHIH)BRFWD R QM VDMHEP R B HG FRIRA B WDLORGDRF DURHP UHYHQXH GLUHFWO\ WR

UHVWULFWLRQV RQ FHUWDLQ VXEVWDQFHV +RZHYHU VLQFH WKHVH DUH QRW DFNQRZOHGJHG XQGHU WKH

7D[RQRP\ IUDPHZRUN WKHUH DUH FDVHV ZKHUH VHPLFRQG XKW RUR P/DIQHK IDHFIDXU K Q F FRW HD Q WHW W WSRDWGLQJ WKH '16+ FULWHL

YHU\ ORZ DOLJQPHQW OHYHOV GXH WR WKHLU VLJQLILFD QW DUFHD MXDRVH RHQO W RIPVH LR/l WWKIHO/® VX D\QWHDMUFGIYV VW DJH RI SURGXFW O
QRQ DOLJQHG

3URWHFWLRQ DQG UHVWRUDWLRQ RBMWEQRGH YIHU VAHV X @ @ 6 UNMRD/Q GVWHIRH

LQKHUHQW YDOXH RI ELRGLYHUVLW\ DQG KDYH WKHUHIRUH I-S E HYDOXDWLQJ RXU SRWHQWLDO LPSDFWYV

VWDUWLQJ E\ DQ DVVHVVPHQW Rl RXU GHSHQGHQFLHV RU P&/m f QWHUGHSHQGHQFH ZLWK ORFDO

HFRV\WVWHPV :H DOVR GLVFXVVHG SRWHQWLDO SK\VLFDO DQG WUDQVLWLRQ ULVNV DQG RSSRUWXQLWLHV

FRQFHUQLQJ ELRGLYHUVLW\ DQG FRXOG QRW LGHQWLI\ EURDKEHYMAQ RYPPY H W IHQNI DWW HRUSFIVH J&RRPHYVLRQ "HOHIDWHG 5HJXC

%LRGLYHUVLW\ $UHDV DQDO\VLY QR OHOH[LV SURGXFWLRQMNMBEWRVH/URVORE S WMISRRY MR WD EER Y IXH@ LQWMDQJILEOH DVVHW
VHQVLWLYH DUHDV GHSUHFLDWLRQ DPRUWL]DWLRQ DQG DQ\ UH PHDVXUHPHQWV LQF

LPSDLUPHQWY IRU WKH UHOHYDQW ILQDQFLDO \HDU DQG H[FOXGL
.V FDUULHG RXW LQ FRPSOLDQFH ZLWK WKH PLQLPXP VDIHJKHQBPLQDWRIMORI WRHWRRFOPRYHRQ FRYHU WKH ¢3XUFKDVH RI S
UHJXODWLRQ UHTXLUHV FRPSDQLHV WR LPSOHPHQW SURFHEBXURW MR HELAK D VAR 8 HOR/OR ISR IARSO) VKR DMEH P-HDCBW VRD & B\ 8 HQ RE V
DFWLYLWLHV ZLWK WKH 2(&' *XLGHOLQHV IRU OXOWLQDWLROPOOREMWMMIDGUYR HW BB KEFWINHIRY dIWHHQPSSOLFDWLRQV ZKHUH WKH
BULQFLSOHV RQ %XVLQHVV DQG +XPDQ 5LJKWV LQFOXGLQJIWRH S $URSIROMMVREQE W VAP VRQRERXW B8 Ok RWALBRW IRU WKH
IXQGDPHQWDO FRQYHQWLRQV LGHQWLILHG LQ WKH '"HFODUDWLRQ Rl WKH ,QWHUQDWLRQDO /DERU 2UJDQL]DWLRQ
RQ )XQGDPHQWDO 3ULQFLSOHV DQG 5LJKWV DW :RUN DQG WKH! &MWHU Q K¥AH RID\Y B Wil DD RV +W RDBHKSL FIOWW RI WKH FDSLWDO HJ
OHOH[LY UHMHFWV FRUUXSWLRQ DQG EULEHU\ DV VWDWHG P& WKIHWMKHIOIHRYOLFRHM LEAJ&RQYHQWLRQ DJDLQVW
&RUUXSWLRQ IURP DQG SURPRWHV WUDQVSDUHQF\ WUDGPQIHABYKHGOQWR AMYWHAWY RS RYREEHYMHY WKDW DUH DVVRFLDWH(
OHDGHUVKLS DQG FRPSDQ\ DFFRXQWDELOLW\ OHOH[LV VWDQGVWSHRR &XP@Q ULIKWV DV VWDWHG LQ WKH
&KDUWHU RI WKH 8QLWHG 1DWLRQV :H UHVSHFW KXPDQ DQG GDERUWWURS BWSOIDR OO IR0 @FWPITRARRVDBVIQHG &IFB8QRPLF DF
LQ ,/2 ,QWHUQDWLRQDO /DERU 6WDQGDUGYV 81 8QLYHUVDO 'HFODUDARRLG RIFWPD-W 5HYKWR BdFRP R 7D[RQRPY DOLJQHG ¢&DS
*XLGHOLQHV IRU OXOWLQDWLRQDO (QWHUSULVHV 6SHFLILFDOOWVHADER @ RMR WMKGIHEPWFHK DY QIR IR X\ SRW VN RPRTUBIRQRPY DOLJ
WKH XVH RI IRUFHG ODERU FKLOG ODERU DQG KXPDQ WUDIILFNLHDV XY HNG W RWPHE @LER W KH WA RW DRIV EWRW bY WR EHFRPH
ZRUNLQJ IRU OHOH[LY LQFOXGLQJ WKH ULJKW WR FROOHFWLYH EH@3BWVWOREOY WRBHUEIKIWSWR UHVW DQG UHDVRQDEOH

ZRUNLQJ KRXUV ORUH LQIRUPDWLRQ DERXW UHVSRQVLEOH VXSSO\ FKDLQ DQG EXVLQHVV HWKLFV FDQ EH
IRXQG XQGHIU VHEWI BOwIDCG "XH WR WKH OHJDO XQFHUWDLQWLHYV UHJDUGLQJ WKH '16+ FULWHL

+++++ IDFW WKDW OHOH[LV LV VWLOO LQ DQ HDUO\ VWDJH RI SURGXFW O
DV QRQ DOLJQHG




7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4 H\ PDWHUID®@ WARSBNAYROGHL HAIDYHPROQWHQWDA AIRFSRDW U IRNWIIQDOQFH UHSRUW
7\SH F &DS([ LQFOXGHVY WKH LQVWDOODWLRQ PDLQWHQDQFH DQG UHSDLU RI FKDUJLQJ VWDWLRQV IRU HOHFWULF YHKLFOHYV
LQ EXLOGLQJV DQG SDUNLQJ VSDFHV DWWDFKHG WR EXLOGLQJV L H FKDUJLQJ VWDWLRQV LQ RXU %HOJLDQ IDFLOLWLHYV
LQVWDOODWLRQ PDLQWHQDQFH DQG UHSDLU RI IDODGH DQG URRILQJ HOHPHQWYV ZLWK D VRODU VKDGLQJ RU VRODU FRQWURO
IXQFWLRQ LQFOXGLQJ WKRVH WKDW VXSSRUW WKH JURZLQJ Rl YHJHWDWLRQ L H WKH QHZ IDODGH RI RXU EXLOGLQJ LQ
(UIXUW DQG LQVWDOODWLRQ PDLQWHQDQFH DQG UHSDLU RI VRODU SKRWRYROWDLF VIVWHPY DQG WKH DQFLOODU\
WHFKQLFDO HTXLSPHQW L H VRODU SDQHOV DW RXU VLWHV LQ ,HSHU DQG B6RILD *LYHQ WKH ORZ SHUFHQWDJH RI &DS(][
XQGHU FRQVLGHUDWLRQ ZH GLG QRW SHUIRUP D SK\VLFDO FOLPDWH ULVN DQG YXOQHUDELOLW\ DVVHVVPHQW WR HYDOXDWH
LI WKH FULWHULD IRU '16+ WR FOLPDWH FKDQJH DGDSWDWLRQ DUH IXOILOOHG +HQFH ZH FODVVLI\ RXU W\SH F &DS(]

DV QRQ DOLJQHG

2S ([

$FFRUGLQJ WR WKH 'LVFORVXUHV 'HOHJDWHG $FW RSHUDWLQJ H[SHQVHV FRYHU GLUHFW QRQ FDSLWDOL]HG FRVWV WKDW
UHODWH WR UHVHDUFK DQG GHYHORSPHQW 5 ' EXLOGLQJ UHQRYDWLRQ PHDVXUHV VKRUW WHUP OHDVH

PDLQWHQDQFH DQG UHSDLU DQG DQ\ RWKHU GLUHFW H[SHQGLWXUHY UHODWLQJ WR WKH GD\ WR GD\ VHUYLFLQJ RI DVVHWYV
Rl SURSHUW\ SODQW DQG HTXLSPHQW E\ WKH XQGHUWDNLQJ RU WKLUG SDUW\ WR ZKRP DFWLYLWLHYV DUH RXWVRXUFHG
WKDW DUH QHFHVVDU\ WR HQVXUH WKH FRQWLQXHG DQG HIIHFWLYH IXQFWLRQLQJ RI VXFK DVVHWV )RU WKH FDOFXODWLRQ
Rl WKH HOLJLEOH RSHUDWLQJ H[SHQVHYV DOO 5 ' H[SHQVHYV DQG DOO QRQ 5 ' PDLQWHQDQFH FRVWV ZHUH WDNHQ

LQWR DFFRXQW 7R GHILQH WKH RSHUDWLQJ H[SHQVHV ZH ZHUH DEOH WR OLQN PRVW RI RXU 5 ' H[SHQVHV GLUHFWO\

WR SURGXFWV ZLWK VXVWDLQDEOH DSSOLFDWLRQV YLD WKH ILQDQFLDO V\VWHP DQG GLVWULEXWHG SUR UDWD FRPSDUHG WR
WKH VDOHV SURSRUWLRQ RI RXU SURGXFWV IRU VXVWDLQDEOH DSSOLFDWLRQV IRU WKH UHPDLQGHU RI WKH HOLJLEOH
RSHUDWLQJ H[SHQVHYV

'XH WR WKH OHJDO XQFHUWDLQWLHY UHJDUGLQJ WKH '16+ FULWHULD RI 3ROOXWLRQ SUHYHQWLRQ DQG FRQWURO DQG WKH
IDFW WKDW OHOH[LV LV VWLOO LQ DQ HDUO\ VWDJH RI SURGXFW OLIHF\FOH DVVHVVPHQWYV ZH FODVVLI\ RXU DFWLYLWLHV DV
QRQ DOLJQHG



7THhFECH RI $W D SFRXW 6XVWDI CDELOLW)M QDQFLDO &RIUSRUDWH

FRQWHQWV JODQFH OHOH[LV ITHSRUW IITHSRUW AJRYHIIQDQFH $SSHQGL][
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$ (QYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHYV 7D[RQRP\ DOLJQHG

7XUQRYHU RI HQYLURQPHQWDOO\ VXVWDLQDEOH
DFWLYLWLHV 7D[RQRP\ DOLJQHG $

21 ZKLFK HQDEOLQJ

21 ZKLFK WUDQVLWLRQDO I N

$ 7D[RQRP\ HOLJLEOH EXW QRW HQYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHYV QRW 7D[RQRP\ DOLJQHG DFWLYLWLHV

ODQXIDFWXUH RI RW H&U&QRZ FDUERQ

WHFKQRORJLHV (/ 1(/ 1 (/ 1/ 1 (/ 1 (/

7XUQRYHU RI 7D[RQRP\ HOLJLEOH EXW QRW
HQYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHV QRW
7D[RQRP\ DOLJQHG DFWLYLWLHV $

$ 7XUQRYHU RI 7D[RQRP\ HOLJLEOH
DFWLYLWLHV $

7XUQRYHU RI 7D[RQRP\
QRQ HOLJLEOH DFWLYLWLHV
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< <HV 7D[RQRP\ HOLJLEOH DQG 7DIRDRPADIRQRPH G OEWEVIHVEXW QRW 7D[RQRP\ DOLJQHG DFWLYLW\
(/' (OLJLEOH 7D[RQRP\ HO(JLRWHHDAWILEQW\ 7D[RQRP\ QRQ HOLJLEOH DFWLYLW\
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21 ZKLFK HQDEOLQJ
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$ 7D[RQRP\ HOLJLEOH EXW QRW HQYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHYV QRW 7D[RQRP\ DOLJQHG DFWLYLWLHV

ODQXIDFWXUH RI RWHK H&U&QRZ FDUERQ
WHFKQRORJLHV

,QVWDOODWLRQ PDLQWHQDQFH DQGC
UHSDLU RI FKDUJLQJ VWDWLRQV IRU
HOHFWULF YHKLFOHV B@EEXLOGLQJV DQG ( 1 (/ 1/ 1 (/ 10/ 1 (/
SDUNLQJ VSDFHV DWWDFKHG WR
EXLOGLQJV W\SH F &DS([

,QVWDOODWLRQ PDLQWHQDQFH DQG
UHSDLU RI LQVWUXPHQWY DQG GHYLFHV
IRU PHDVXULQJ UHJX@EWLRQ DQG ( 10/ 10/ 1 (/ 10/ 1 (/
FRQWUROOLQJ HQHUJ\ SHUIRUPDQFH RI
EXLOGLQJV W\SH F &DS(][

,QVWDOODWLRQ PDLQWHQDQFH DQG
UHSDLU RI UHQHZDEORKR&QHUJ\ 4 1 (/ 1 (/ 1 (/ 1 (/ 1 (/
WHFKQRORJLHV W\SH F &DS(][

&DS([ Rl WD[RQRP\ HOLJLEOH EXW QRW
HQYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHV QRW
7D[RQRP\ DOLJQHG DFWLYLWLHV $
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$ &DS([ RI 7D[RQRP\ HOLJLEOH DFWLYLWLHV
$ 8

&DS([ RI 7TD[RQRP\ QRQ HOLJLEOH DEWLYLWLHV
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2S([ R HQYLURQPHQWDOO\ VXVWDLQDEOH
DFWLYLWLHV 7D[RQRP\ DOLJQHG $
21 ZKLFK HQDEOLQJ

21 ZKLFK WUDQVLWLRQDO

$ 7D[RQRP\ HOLJLEOH EXW QRW HQYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHYV QRW 7D[RQRP\ DOLJQHG DFWLYLWLHV

ODQXIDFWXUH RI RWTH&U&QRZ FDUERQ

WHFKQRORJLHV (/ 1 (/ 1 (/ 1(/ 1 (/ 1 (/

2S([ RI WD[RQRP\ HOLJLEOH EXW QRW
HQYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHV QRW
7D[RQRP\ DOLJQHG DFWLYLWLHV $

$ 7XUQRYHU RI 7D[RQRP\ HOLJLEOH DFWLYLWLHV
$ 8

2S([ RI 7D[RQRP\ QRQ HOLJL%OH DFV\*LYLWLH‘V
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(/' (OLJLEOH 7D[RQRP\ HOLJLRWHHDAEWLEQW\ 7D[RQRP\ QRQ HOLJLEOH DFWLYLW\



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IIHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A° H\ PDWHUID®@ WIRSNAWROGHL HAIDYHPRQWHQ'WDA: AIRHESRDW MIRNWIQDQFH UHSRUW

1XFOHDU DQG IRVVLO JDV UHODWHG DFWLYLWLHYV

1XFOHDU HQHUJ\ UHODWHG DFWLYLWLHV

7KH XQGHUWDNLQJ FDUULHV RXW IXQGV RU KDV H[SRVXUHV WR UHVHDUFK GHYHORSPHQW GHPRQVWUDWLRQ DQG GHSOR\PHQW RI LQQRYDWLlYéi HOHFW!
F\FOH

7KH XQGHUWDNLQJ FDUULHV RXW IXQGV RU KDV H[SRVXUHV WR FRQVWUXFWLRQ DQG VDIH RSHUDWLRQ RI QHZ QXFOHDU LQVWDOODWLRQV WRl§URGXFH
K\GURJHQ SURGXFWLRQ DV ZHOO DV WKHLU VDIHW\ XSJUDGHV XVLQJ EHVW DYDLODEOH WHFKQRORJLHV

7KH XQGHUWDNLQJ FDUULHV RXW IXQGV RU KDV H[SRVXUHV WR VDIH RSHUDWLRQ RI H[LVWLQJ QXFOHDU LQVWDOODWLRQV WKDW SURGXFH HOPZFWULFLW
SURGXFWLRQ IURP QXFOHDU HQHUJ\ DV ZHOO DV WKHLU VDIHW\ XSJUDGHV

JRVVLO JDV UHODWHG DFWLYLWLHV

7KH XQGHUWDNLQJ FDUULHV RXW IXQGV RU KDV H[SRVXUHV WR FRQVWUXFWLRQ RU RSHUDWLRQ RI HOHFWULFLW\ JHQHUDWLRQ IDFLOLWLHV WIRDW SURG

7KH XQGHUWDNLQJ FDUULHV RXW IXQGV RU KDV H[SRVXUHV WR FRQVWUXFWLRQ UHIXUELVKPHQW DQG RSHUDWLRQ RI FRPELQHG KHDW FRROI12QG SRZH

7KH XQGHUWDNLQJ FDUULHV RXW IXQGV RU KDV H[SRVXUHV WR FRQVWUXFWLRQ UHIXUELVKPHQW DQG RSHUDWLRQ RI KHDW JHQHUDWLRQ IDFLDLWLHV W



7TDFOH RI SW D SFRXW (;X\/\I\II‘)IQDELOLV\‘)IQDQFLDO
FROWHQWY 10DQFH DHOH[LV UHSRUW IITHSRUW

270 ZRUNIRUFH
"RUNHUV I Q WKH YDOXH FKDLIQ
&RQVXPHUV DQG HQG XVHUV

[o2ReorRie)]

RRIUSRUDWH
JRYHIUQRDQFH

$SSHQGL]



7DFOH RI SW D SFRXW
FROWHQWY J10DQFH NHOH[LV

EXVWDI CDELOLWXM QDQFLDO KRRUSRUDWH
IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWYROGHL HAIDYHPROWHOQWMIARARRO W HIXRIYWIIQODOQFH UHSRUW

6 2ZQ ZRUNIRUFH

ODWHULDO ,52V DQG WKHLU L GIRIH e et o g 1oWHaS oaochy oo v ze,
VWUDWHJ\ DQG EXVLQHVV PRGRI.DIO@RI RXU FRUH EXVLQHVY DUH DOLJQHG ZLWK WKH JRDOV RI |
RXU FRUSRUDWH VWUDWHJI\ GULYHQ E\ (6* 6HFRQGO\ ZH DUH FRI

WKURXJK UHVNLOOLQJ DQG XSVNLOOLQJ LQLWLDWLYHV HQVXULQ.
5 5 %
(656 6 (656 6%0 WKH FKDQJLQJ ODQGVFDSH

,Q DOO SHRSOH UHJLVWHUHG RQ WKH SDV\UROO RI DQ\ HQWLWD HOWHKLQSW R B FOW IOYH DY B@RXOS VIHWH ZKRQMUIHGIH DG RHUDWLRQV DUH

OHOH[LVY VXVWDLQDELOLW\ HIITRUWYV DQG DUH LQFOXGHG LQ WKHFRPBZB\RR LIRXQWDE RWF GRRIV RKKIHO G KHDHRUH ARQA@VHGHORHE® ®WODYHU\ ,Q

VXEMHFW WR PDWHULDO LPSDFWV E\ RXU RSHUDWLRQV $FFRUGLQJ WR WKH GDWD IRU OHOH[LY KDV QR RSHUDWLRQV 7
RI WKH WRS FRXQWULHV ZLWK WKH KLIKHVW ULVN RI IRUFHG FF

$W OHOH[LV HPSOR\HHV DUH LQGLYLGXDOV ZKR ZRUN XQGHU D RBHRIDONDBRQWHPWK) WR @ R QGHILHEX WMRQ E W R QUGKIHU VLIQLILFDQW ULVN

FRPSDQ\éV JRDOV ZKLOH UHFHLYLQJ ZDJHV EHQHILWY DQG GLUHFW VXSHUYLVLRQ DV SDUW RI WKH OHOH[LV WHDP

7KH\ DUH UHODWHG WR WKH DVVLJQPHQW W\SH (PSOR\HHV 1RQ HPSOR\HHV FROODERUDWH ZLWK OHOH[LV XQGHU

VSHFLILF FRQWUDFWY PDLQWDLQLQJ DXWRQRP\ LQ WKHLU ZRUN ZKLOH QRW EHLQJ LQWHJUDWHG LQWR WKH FRPSDQ\éV

VWUXFWXUH RU UHFHLYLQJ WKH VDPH EHQHILWY WKH\ LQFOXGH DVVLJQPHQW W\SHV ,QWHULP DQG ODQDJHPHQW

&RQWUDFWYV

ODWHULDO LPSDFWV RXWOLQHG LQ WKH WDEOH EHORZ PD\ EH ERWK SRVLWLYH DQG QHIJDWLYH 7KH\ DUH DSSOLFDEOH WR
DOO HPSOR\HHV DQG WKXV QRW VSHFLILF WR SDUWLFXODU JHRJUDSKLF DUHDV HPSOR\HH W\SHV RU HPSOR\HHV ZLWK
SDUWLFXODU FKDUDFWHULVWLFV 7KXV ZH VWULYH WR DGGUHVV WKHVH LPSDFWV DQG UHODWHG ULVNV DQG RSSRUWXQLWLHYV
IRU DOO RI RXU FROOHDJXHV ZKLOH DFFRXQWLQJ IRU WKH FRQWH[W RI WKHLU ZRUN 7KLV FRQFOXVLRQ LV D UHVXOW RI RXU
HPSOR\HH OLVWHQLQJ LQLWLDWLYHV ZKLFK DQDO\]H KRZ SHRSOH ZLWK SDUWLFXODU FKDUDFWHULVWLFV RU LQ VSHFLILF
FRQWH[WYV PD\ EH DW JUHDWHU UOVIR.RIQOKIDAIRV K (4K D DM LI BVBR WRUNIRUFH JURXSYV

OHDUQ PRUH

7TKHVH LPSDFWV ULVNV DQG RSSRUWXQLWLHYVY GR QRW UHODWH WR VSHFLILF LQFLGHQWY DQG WKXV WKHLU RFFXUUHQFH
FDQQRW EH TXDQWLILHG 7KH ULVNV DUH QRW FRQVLGHUHG ZLGHVSUHDG RU V\VWHPLF



7THhFECH RI $W D $FRXW EXVWDI CDELOLW)M QDQFLDO &RUSRUDWH
FROWHQWY 10DQFH OHOH[LV IIHSRUW IIHSRUW JRYHUQDQFH $SSHQGL][

4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHOQW[MIARARRO W HI¥RIYWIIQDOQFH UHSRUW

ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV

‘H KDYH LGHQWLILHG WKH IROORZLQJ 2ZQ ZRUNIRUFH UHODWHG LPSDFWV ULVNV DQG RSSRUWXQLWLHYV

3[R [SVOJSBVYEGQ LPSDFWV ULVNV DQG RSSRUWXQLWLHV

DEWXDO LPSD KDV D ODUJH LPSDFW RQ WKH ZRUNLQJ FRQGLWLRQV RI RXU HPSOR\HHVz HJ ZRUNLQJ WLRH DGHTXDWH ZDJH KHDOWK

‘RUNLQJ FRQGL%"F&'\?IR/VLYH QH% ,=| i WLYH ZRUNLQJ FRQGLWLRQV
G VDIHW\ OLIH EDODQFH VHFXUH HPSOR\PHQW HWF

S5SHWHQWLRQ RI H[LVWLQJ HPSOR\HHVY DQG DWWUDFWLRQ RI QHZ WDOHQW
2SSRUWXQLWWR2IIHULQJ DWWUDFWLYH ZRUNLQJ FRQGLWLRQV FRXOG OHDG WR KLJKHU UHWHQWERQ RI HPSOR\HHV KLJKHU HQJDJHPHQW
SURGXFWLYLW\ DQG DGYDQWDJHV RYHU FRPSHWLWRUV ZKHQ DWWUDFWLQJ QHZ WDOHQW

SHWHQWLRQ RI H[LVWLQJ HPSOR\HHVY DQG DWWUDFWLRQ RI QHZ WDOHQW
5LVN 2I/1HULQJ ZRUNLQJ FRQGLWLRQV WKDW DUH EHORZ PDUNHW VWDQGDUGY FRXOG QHDG WR KLJKHU WXUQRYHUzRI HPSOR\HHV KLJ¥
GLVHQJDJHPHQW ORZHU SURGXFWLYLW\ DQG GLVDGYDQWDJHV RYHU FRPSHWLWRUV ZKHQ DWWUDFWLQJ QHZ WDOHQW

(PEUDFLQJ HTXDO WUHDWPHQW
(TXDO WUHDWPBRWLDVQEH QHOBIWHYIHV KDV EHHQ FRPPLWWHG WR SURPRWLQJ HTXLWDEOH WUHDWPHQW DQG HTXDO RSSRUWXQLWLHV IRU RXU SHRSOH VLQFH |

RSSRUWXQLWLHWFWXDO LPSDE@FHSWLRQ HPEHGGLQJ UHVSHFW LQ RXU '1$ ,QFOXVLRQ LV DW WKH KHDUW RI RXU RUJDQL]DWLRé V FXOWXUH KHQFH ZH DFWL
DGGUHVV YLROHQFH DQG KDUDVVPHQW

2SSRUWXQLWVYLYHUVLW\ DQG LQFOXVLRQ SUDFWLFHV DIIHFW TXDOLW\ DQG LQQRYDWLRQ SRWHQWLDO
(PEUDFLQJ '(, FRXOG OHDG WR LQFUHDVHG FUHDWLYLW\ ZKLFK FDQ OHDG WR LQFZUHDVHG YDOXH FUHDWLRQ %

S5LVN (TXDO WUHDWPHQW RI HPSOR\HHV DIIHFW HPSOR\HH WXUQRYHU

1RW WUHDWLQJ DOO HPSOR\HHV HTXDOO\ DQG SURYLGLQJ VLPLODU RSSRUWXQLWLHVY WR DOO FRXOG OHDG WR EUDQG UHSXWDW
GDPDJH HPSOR\HH WXUQRYHU DQG GLVHQJDJHPHQW



7DFCH RI SW D SEFRXW EXVWDI CDELOLWM QDQFLDO &RIUSRPRUDWH
FROWHQWY JODQFH NHOH[LV IIHSRUW IIHSRUW IJRYHIUQRDQFH $SSHQGL[
A° H\ PDWHUID®@ WIRSBNAWROGHL HAIDYHPROWHQW M ARARRO W AFRIYWIIQDQFH UHSRUW

SROLFLHVY UHODWHG WR 2ZQ ZRRPNY RA§RHFMY

OHOH[LVY ORFDO KHDOWK DQG VDIHW\ SROLFLHY DUH PDQGDWHG IR
6 UHJXODWLRQV (DFK VLWH V KHDOWK DQG VDIHW\ UHSUHVHQWDWL
LOQWURGXFHG GXULQJ HPSOR\HH RQERDUGLQJ WUDLQLQJ 7KHVH S
7KH NH\ SROLFLHV FRYHULQJ REXBRH @ IZRR Q GRUFMH BVKHH KEHECHDW KX B @S8R0V B\ UHIJXODWLRQYV
VDIHW\ SROLFLHV LQ DFFRUGDQFH ZLWK ORFDO OHJLVODWLRQ DV ZHOO DV ORFDO ZRUNLQJ FRQGLWLRQV 2XU JOREDO
SROLFLHVY FRYHU DOO HPSOR\HHV UHJDUGOHVV RI WKHLU HPSORKPHRUAL /DD W R Ol RO OV NH.\PH SRMDUWLWY PLH/ WROQWDUBFXWDW UG HPSOR\F
EDVHG E\ OHOH[LV RSHUDWLRQV DGKHULQJ WR UHOHYDQW KHDOWK DQG
DGGUHVV YDULRXV DVSHFWV Rl ZRUNSODFH DFFLGHQW SUHYHQWL
&RGH RI &RQGXFW
i 5LVN DVVHVVPHQW DQGHRXQDUHBPHOWDVVHVVPHQWY DUH FRQ(
7KH OHRHIGW R1 & ROB®OAWMY WR DOO HQWLWLHY ZLWKLQ WKH OHOH[LW EWRYB VD) G LW HRQW UV®! K@ JPWUBKHSUR DFWLYHO\ SUHYHQWLQ.
*HQHUDO &RXQVHO ,W LV UHDGLO\ DFFHVVLEOH RQ ERWKR®U H[WH 6QDHOWZ HEWD WHL Q @ ® B GRASEINAN B @ MUANCRIMDA HWE WUDLQLQJ HTXLS
GHYHORSLQJ WKLV &RGH ZH UHIHUHQFHG LQWHUQDWLRQDO VWDQG INDRZ YKEKHI Y QR V& WHY\Q AR LARRWDN VD ERA\ 6WDQGDUGYV
WKH 81 8QLYHUVDO 'HFODUDWLRQ RI +XPDQ 5LJKWV DQG 2(&' *XLGiHOQLQS\P HRW 0XQ @&/ PQF VAL B IDFON B WRISE&XVHV HQVXUH WKH VDIH
7KH &RGH RI &RQGXFW LV UHYLHZHG RQ D \HDUO\ EDVLV DQG XSGDWRIGHLTIXDS BHAXW WDH) @ HPIHAK\LMB\U\$ W BB MWL R WKKIHV ULV N RI HTXLS
UHYLHZ FRPSOLDQFH ZLWK LQWHUQDWLRQDO VWDQGDUGV PD\ EH W DRHUQI H Q PARS D FISRX@MH®YHNRHUJHQF\ SURFHGXUHV DQG ILUH VD
UHVSRQG HIIHFWLYHO\ WR LQFLGHQWYV PLQLPL]LQJ SRWHQWL
7KH &RGH LV DQFKRUHG LQ WKUHH NH\ FRPPLWPHQWY ZRUNSODFHi F&RKPHR MFHQ WE/LHEEMOY/LL@HIW VRAR ¥ B LAV P K ML DIDQIGD QGOLQJ DQG V
LQWHJULW\ FRPPLWPHQWY ,W FRYHUV D ZLGH UDQJH Rl WRSLFV LQPQXGEKQHPLRDYSOHEBWHGHVDFDQB MWD OWK GLYHUVLW\
DQG LQFOXVLRQ HTXDO WUHDWPHQW WKH XVH Rl FRPSXWLQJ DQG LLRBWPRWRRYQ WUHDURRYHARHR VR I P R QFLR\PRSIDLL@IQ AHQ DO\]LQJ DQG
HQYLURQPHQWDO VXVWDLQDELOLW\ KXPDQ ULJKWV SURGXFW VDIHWRYVWRQWXE HFX QWXKMVR Il ERDQFLDCOR BQ G RERUR YIHPH@AN D O
DFFRXQWLQJ DQG UHSRUWLQJ FRQILGHQWLDO LQIRUPDWLRQ LQWHOOHFWXDO SURSHUW\ SULYDF\ DQG GDWD SURWHFWLRQ
FRQIOLFWV RI LQWHUHVW JLIWV EULEHU\ DQG FRUUXSWLRQ L QM LFERRE WQULDYGEL YU R BR WS N W LAHIDR/X IDK\G (LN L WL IVV \DHQ\GY R M € WDEDQ@
FRPSOLDQFH ZLWK WKH &RGH LWVHOI HPHUJHQF\ SURFHGXUHV DQG LQFLGHQW DQDO\VLV WKHVH SROLF
LQYROYHG
6SHFLILFDOO\ WKH &RGH DGGUHVVHV GLYHUVLW\ DQG LQFOXVLRQ E\ SURKLELWLQJ GLVFULPLQDWLRQ DQG SURPRWLQJ D
KDUDVVPHQW IUHH ZRUNSODFH ,W DOVR HQVXUHV UHVSHFW IRU RY¥MPIQQRIQE FOQ BRUMLIRIQWNY LQFOXGLQJ WKH SURKLELWLRQ
RI IRUFHG ODERU FKLOG ODERU DQG KXPDQ WUDIILFNLQJ DV ZHOO DV WKH SURWHFWLRQ Rl ODERU ULJKWV IRU DOO OHOH[LV
HPSOR\HHH®R QRW H[SOLFLWO\ DGGUHVV SDUWLFXODU YXOQHUDESB & H[WR XS NL\WQ Z HF RVDGLIW WR YR BIQN XWH. O@QWHGUWW\HDFK HQW LW\

KRQHVW\ DQG IDLUQHVYV IRU HDFK DQG HYHU\ HPSOR\HH OHJLVODWLRQ DQG PDUNHW SUDFWLFHV 3HRSOH :RUNSODFH PD¢
LPSOHPHQWLQJ WKHVH FRQGLWLRQV ZKLFK HPSOR\HHV VLJQ GXU
6SHDN XS SROLF\ VSHFLILF WKLUG SDUW\ VWDQGDUGY WKHVH SROLFLHVY HQFRPSDYV

KRXUV OHDYH SROLFLHV FRPSHQVDWLRQ DQG EHQHILWYV KHDOW
7KH OH(BKH NN XS BBOQOEHVY WR DOO HQWLWLHYV ZLWKLQ WKH OHOKI[IKCOURNS WRE ERPRBYDHUWHHARPPLWRHQW WR HTXLWDEOH SD\ DQG
*HQHUDO &RXQVHO ,W LV DFFHVVLEOH RQ ERWK RXU H[WHUQDOGHYENLRSP BQW LQWHUQDO OHOH[LV +XE $OLJQHG ZLWK
(XURSHDQ DQG QDWLRQDO ODZV WKLV SROLF\ SURYLGHV D UHSRUWLQJ PHFKDQLVP RSHQ WR DOO OHOH[LY FROOHDJXHV
DQG H[WHUQDO VWDNHKROGHUV &RQILGHQWLDO WUHDWPHQW RIHIDHP LY HSRIRVY W V] HQ \SURYGE B RS R/Q PPERX 7 RIHSIRUWWARQJ GLLW L R Q
DYDLODEOH ZKHUH SHUPLWWHG E\ ODZ ,PSRUWDQWO\ DOO LQGH[FIHGID O M JDKR DUHG R DW NJHRWR G/ \WIDLANGKD B FE\URIVHW D J IOH[LEOH ZR
SURWHFWHG IURP UHWDOLDWLRQ )XUWKHU LQIRUPDWLRQ RQ RXWP $SSHIRE XBUROQLEWEBQ IRU IGHQIBORSERDWQODQG LQWHUQDO PREL



7DFCH RI SW D SEFRXW EXVWDI CDELOLWM QDQFLDO &RIUSRPRUDWH
FROWHQWY JODQFH NHOH[LV IIHSRUW IIHSRUW IJRYHIUQRDQFH $SSHQGL[
A° H\ PDWHUID®@ WIRSBNAWROGHL HAIDYHPROWHQW M ARARRO W AFRIYWIIQDQFH UHSRUW

(QJDJLQJ ZLWK ZZQ ZRUNIRUF‘_(PJDJLQJ ZLWK YXOQHUDEOH ZRUNIRUFH JURXSYV

OHOH[LV LV GHGLFDWHG WR EXLOGLQJ D MXVW DQG HTXLWDEOH Z|
6 SDUWLFXODUO\ PLQGIXO RI WKH QHHG WR VXSSRUW JURXSV ZKR P
RIWHQ XQGHUUHSUHVHQWHG LQ WKH 6FLHQFH 7HFKQRORJ\ (QJLG
$W OHOH[LV ZH EHOLHYH LQ IRVWHULQJ D YLEUDQW DQG FROODEGERWP WL¥HRFHIHNWOKOUR QP HR W @YW WX HUY YRLFHV DUH KHDUG
HPSOR\HH V YRLFH LV KHDUG DQG YDOXHG 7KURXJK RXU FRPSUHHKWQR KO HR S 08 Wi rrbQy DIHPHNQ Wy SRIRH Y PB I HAH QW VXUYH\V 7KL

HPEDUN RQ D MRXUQH\ Rl FRQWLQXRXV LPSURYHPHQW HQVXULGRWHKBW LR PRMERY VL HR VIR B8 ® bRy MO PIUFR WO RIBMG ZKHUH HY H
E\ WKH LQVLIJKWY DQG IHHGEDFN RI RXU SHRSOH 7RJHWKHU ZH FUHDWH D G\QDPLF DQG LQFOXVLYH ZRUNSODFH

fg:gFHWH;I(-SUF:XHUP'S:CR)(IR;\OHHHF\IA/HLHYzVVI:(F::iE%/I:/UHG WR FRQWULEXWH WK@.UX&'&&HSVJVHWYWD@G Ul\i_i-l E)%VéLEJD W H Q H
(QJDIJHPHQW ZLWK ZRUNIRUFH DQG ZRUNHUVe UHSUE\%—IQWQVQ;L_LQV I R U 2 Z Q Z R U N I R U F H

ORGH Rl HQJDZHPHQWDJH ERWK GLUHFWO\ ZLWK RXU ZRUNIRUFH ®QG ZLWK HPSOR\HH UHSUHVHQWDWLYHV
'LUHFW HQJDJHPHQW LV PDQDJHG WKURXJK DQ HPSOR\HH HQJDJHPHQW SURJUDP WKDW LQFOXGHV VWUXFWXUHG
FRPPXQLFDWLRQ ZLWK HPSOR\HHV DW DOO OHYHOV HQVXULQJ 7R DYRLG DV PXFK QHJDWLYH LPSDFW RQ RXU RZQ ZRUNIRUFH DV
HOHFWHG HPSOR\HH UHSUHVHQWDWLYHV WKURXJK ZRUNHUV FFSROLFLHY DQG SURFHGXUHV WR HQVXUH WKDW DQ\ QHIJDWLYH LPS
UHPHGLHG DQG WR DOORZ RXU SHUVRQQHO WR UDLVH DQ\ FRQFH
(QJDIJHPHQW SMWKRFHQVUDJIJHPHQW SURJUDP LQFOXGHV D YDULHW\ RI FKDQQHOV LQ SHUVRQ %XVLQHVV
&RPPXQLFDWLRQ 7RXU GLJLWDO (PSOR\HH /LVWHQLQJ 6XUYH\ 5HPH G LR WAFEWFRHZ ¥ BIHMNON WD LKVEWL S FRINQPRO V
DQG /HDGHUV &RQQHFW PHHWLQJV DQG D GLJLWDO IRUXP &(2 VSDFH $00 WKHVH LQLWLDWLYHV DUH RUJDQL]HG
UHJXODUO\ WKURXJKRXW WKH \HDU VRPH WDNLQJ SODFH DQQXRE®E0Q @VOKHLRWU RD DVE B H NERQEBMWIDN YHRU DPRYRISWILERQ W \WRW WYV SHUV
RI HPSOR\PHQW OLIHF\FOH ZH KDYH DXWRPDWHG RQERDUGLQJ PBUXBDWHL @ KSHOVIF HQ DU XZ3H0 O/ O DRV WDEL®ERL WG WRREHSRUW DQ\ FRC
IRU H[LW LQWHUYLHZV SURFHGXUH ZKLFK LQFOXGHV DQ RQOLQH ZKLVWOHEORZLQJ WRR(
RXU FROOHDJXHV DQG DQ LQWHUQDO DXGLW SURFHGXUH WR LQY|
/HDGHUVKLS DQG UW WS RIPAFBLOWWELOLW) IRU WKH HPSOR\HH HQJDJHPHQW SURJUDP OLHV ZLWK RXU
*OREDO 3HRSOH &XOWXUH 'LUHFWRU $V D VHQLRU H[HFXWLYH*UNKI DQREDIFRRBS BB DGW V& K DVIXEHOGRH DINHK\E BSULRBNVE X UM FDQ EH XVH
WKH LQVLIJKWY DQG IHHGEDFN IURP RXU ZRUNIRUFH DUH QRW R®8P RXQURD BMHWF B DWH Y B U\ DLERXAI DIW H G VIXGW RVRKXY PLIKW KDYH Z
VWUDWHJILHY DQG SROLFLHV 7KLV UROH LV SLYRWDO LQ EULGJMIKHWHKIRQ DB IERIQV R H MK 2 FOWIDIR[L FHE RIGBIVEHERQEBNFW RG DQ\ RWKH !
H[HFXWLYH GHFLVLRQ PDNLQJ
$SSURDFK WR UHPR GIHPWMIGR ® Q\ QHIJDWLYH LPSDFWV OHOH[LV PLJK
*OREDO IUDPHZRUN DJUHHPHQWKBRQB KX RRQJOREDMDVIUDPHZRUN DHURHPH @ &/OD W QHFOMHWILMDWH HDFK LQFLGHQW WKDW LV UHSRUWH(
EXW ZH GR KLJKOLJKW RXU FRPPLWPHQW WR KXPDQ ULJKWV WKBREQKQBOG/H GLIFDHGH 8 G RFLID OL @XC\L\G DV (RD BEDCAKVL FKIDSWIHID WLRQ  Z
LQ RXU &RGH Rl &RQGXFW WKH LVVXH 7KH HITHFWLYHQHVV RI RXU UHPHGLDWLRQ DFWLRQV |
LQYROYHG SHUVRQV DQG WKHLU WHDP OHDGYV
$VVHVVLQJ HQJIDJIHPHQRMHH HIWF WIDYWHGIMMA DQG .3,V WR DVVHVV WKH HITHFWLYHQHVV RI RXU
HQJDJHPHQW DFWLYLWLHV ,Q SDUWLFXODU ZH KDYH VHW D WD BX$\8 RRUWIPGD R KHDHO\Q 6 i GIR PINHMSGEALGM BV & H [E VL @ \F DHIRRIGQ J DZDUH Q H
SODFH WR ZRUN :H WUDFN WKLV .3, YLD HQJDJHPHQW VXUYH\V PRI FHKDXP W KK WH H B\D DY FROMHPX/QR F DWW HR\QXMU YWHA FIKWDNH MK H (6* 1HZV
DV D FKDQQHO IRU HPSOR\HH HQJDJHPHQW ZH WUDFN VXUYH\ SDJHWKBIEDWURQ QLIQNM HQ VX UM KWK DWWRKZDARUNIRUFH LV ZHOO DZE



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A° H\ PDWHUID®@ WIRSBNAWROGHL HAIDYHPROWHQW M ARARRO W AFRIYWIIQDQFH UHSRUW

7TUDFNLQJ DQG PRQLWRURQVU WHHISFFWAY HRQBING WKURXJK WKH DERRHK DHR WURQY & BHKDQRWY HRY POW LRQ SURJUDP
WKRURXJKO\ LQYHVWLIJDWHG DQG IROORZHG XS RQ ZKHQ QHFHVVDU\ E\ GHVLJQDWHG OHOH[LVY HPSOR\HHV 7R

HQVXUH DOO UHSRUWYVY UHFHLYHG DUH WUDFNHG OHOH[LV KDV ¥ KJH DIHVOMH LV RS HORCSM i RFGIKHADME IFFRPFSID\G H 6 XD KVURIX K WERXLOW RQ V|
6SHDN XS SURFHGXUH DV ZHOO DV WKH DFWLRQV WDNHQ WR IRGBWH XBLRQ WLRHY/ W KRREH UTHY HHRRISBIGXEAHUHQRZQHG SVVFKRORJL)
HITHFWLYHQHVV Rl WKH FKDQQHOV WKH\ DUH FDUHIXOO\ UH HY ICHRUN & HRHYV DV HHO B Q LE BIWMD OVD QG QLIQ Q@W/RI MR\ W DRW R Q RF
IHHGEDFN UHFHLYHG IURP LQWHQGHG XVHUYV WR WKH SV\FKRORJLFDO KHDOWK ZHOO EHLQJ DQG JURZWK RI DQ

SUDFWLFH ZH DSSO\ D VRFLRFUDF\ PRGHO ZKLFK LQWHJUDWHYV F
$VVHVVPHQW RI ZRUNIRUFH DZDUHQHVYVY DQG WUXVWJIL@H SHRKERGRYRLHY OHDQ PDQDJHPHQW .DQEDQ DQG 'HVLJQ

OHOH[LV 6SHDN XS SROLF\ DOORZV RXU ZRUNIRUFH DV ZHOO DV HIWHU QBIOOWW Q R KK B8 CRXHU & X O\R XWHDSR 0 WD QY FRMFW URY SURJUDP \
WKH\ KDYH 8QGHU WKLV SROLF\ DQ\RQH UHSRUWLQJ JRRG |DLWHK PRRZHUPG\Q W LEU B MAHFRVGHCH DN B LI GWQ DR WD 0 QBW V R/Q \ IDP® GVFD St
DQ RSSRUWXQLW\ WR UHSRUW WKHLU FRQFHUQV DQRQ\PRXVO\ ZKHKD ZHR BV WIHVEREARPRFBQWWHSUHQHXUVKLS DQG IDVW DQG HIIH

RI WUXVW DQG LQFOXVLRQ 7KH JRDO LV WR FUHDWH D G\QDPLF [
2XU FROOHDJXHV DUH PDGH DZDUH RI WKH 6SHDN XS SROLF\ WK UMIXHBKHRFERYHEMGH W QG H DXQAS PIHQ G\DRVRRIQ WRGEHXWH WR RXU RC

RI &RQGXFW WUDLQLQJ WKDW W D/NKHHV &RADHF R | RAQR Q G XFFQWQ WO LEPLVGMHINH DRSS ®HOMH © WRIBJBEP ODXQFKHG LQ LV GHVLIJQHG WR HTXLS
D WHVW SDUW RI ZKLFK GHDOV ZLWK TXHVWLRQV WR DVVHVV RXEHERWYNRRUM H7 K LIVZR Q HRLHYVN FXIO W& G DIOUW VW Q\Q RWRBIVBISRIQ D SS O L H \
XS SURFHGXUH HDUO\ DQG LV SODQQHG WR FRQWLQXH RYHU WKH QH[W WKUHF

SFWLRQV RQ PDWHULDO LPSDFWWRW\QTENOPGERAFAXY FRQ EURIUDP
DQG DSSURDFKHV WR PDQDJL @drHRuD bafibil do30uily ko f¢ofnd¥ € & vuve ogo
SXUVXLQJ PDWHULDO RSSR U WX d Wi i Ve o Ll QUL ek L WV © o bk 506

ZR U N | R U I:H IXUWKHU IRVWHU LQFOXVLRQ ZH DUH ODXQFKLQJ D JOREDO 'LYHU
7KLV SURJUDP ZLOO DGGUHVV LGHQWLILHG LPSDFWV ULVNV |
6 DWWUDFWLYH WR GLYHUVH WDOHQW DQG HQVXUH DOO FROOHDJXF

:LWK D SDUWLFXODU IRFXV RQ ZRPHQ LQ 67(0 WKLV SURJUDP ZLO

(QKDQFHPHQW RI WKH HPSOR\HH HQJDJHPHQW SUR%HPI—PGLDO DFWLRQV IRU: IR HWOHBRXDO I SIPBWR\HHY WR UHSRUW DQ

WKRVH HODW WR PDWHULD LPSDFWYV D LVNV E\ IR RZL
,Q OHOH[LVY HQKDQFHG LWV HPSOR\HH HQJDJHPHQW SURJUDP V%F\Q V\\/IY(V \I;||_I|DOI?: I‘/}éﬁé\'/ %UURHFVC/%!H)V Lo(gﬁ ?'gll\-I/HHG QE)C;\IC;.JR D G\FR OFOHUQ
WRXFKSRLQWY DQG SULRULWL]H GDWD GULYHQ DFWLRQ SODQQLQJ 7KLV LPSURYHPHQW bvLFPV R WUDQVODVI\7H VXU(%H\q_QVLJ(?(WV

LQWR FRQFUHWH LQLWLDWLYHV WKDW EROVWHU HPSOR\HH HQJDJHPHQW DQG VXSSRUW WKH RQJRLQJ FXOWXUD

Q QFU Q © U HPSOR\ QJ éHVR%UFH G NI "SRRG I S X BYEPRQ

WUDQVIRUPDWLRQ 7KH UHILQHG.IBIREHYVWRXRAAN _7)FENILRRAGF WHWH E K VY DOORFDWHY VLIOLILEDOW UHVRXUFHV. ERWK ILODQFLDO

IHHGEDFN FROOHFWLRQ WKURXJK DQQXDO HQIDJIHPHQW VXUYH\V B §F§/&< v \ﬁXXLJbJYgézVHN7Il§bF|I_-||QPKELOVH\L/QXFVO\)/(VEH%UQIDIﬁ\(JVIL_ég ?WWUDFW

LGHQWLI\ DQG D HVV FRQFHUQV DV ZHOO DV OHYHUDJH SRVLWLYH.LPSDFWY RUWX G LW LHY

GHQWLI DQG DGGU QFHUQ 00 © UDJH SRVL WL s bR W B RR-R R BBYER6 Y s ksubrPy LoFoxGLQY WKH &x0)
YDIHWY LOLWLDWLYHY. DPQG WHFEKQROR I\ X DGHV OHOH[LV DOVI

7KH 3HRSOH &XOWXUH GHSDUWPHQW LQ FROODERUDWLRQ ZLWKD§ K%U%HéDhJ)\évaﬂ? L}/RBY§ WV '%RUU(;FF)E\ eaﬂ'%H%c\;NSROOLOFLLV ZKOLO

DQDO\WHV SULRULWL]HV DQG LPSoHPHQWV DFWLRQ sopqv EpviHE RERVIYYRCDAV LW Y RIHERR Y R 3D; REURBILTAY

WKHVH UHVXOWV HQVXULQJ HPSOR\HH IHHGEDFN LV SULRULWL]HX W R HD\GRRUHH/ CBROWRHFDWLLIRGY LIPS D FGWQ DPILVFNS/U BFHVY DGDSWLQJ W
RSSRUWXQLWLHV JOREDOO\ 7KH SURJUDP HQKDQFHPHQW ZDV LQHMHFEWBD® LRQV WRLWEVWKH HIUNPWLF\MLRMOPIEBMQW RI PDWHULDOC
H[SHFWHG WR ODXQFK LQ HDUO\ 7KLV XSGDWHG (QJDJHPHQW SURJUDP LV DSSOLFDEOH WR DOO OHOH[LV HPSOR\HHV



7TDFCH RI $W D SFRXW EXVWDI CDELOLWXM QDQFLDO RRIISRUDWH

FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
A7 H\ PDWHIII D@ WARSNAWROGHIL HAINDYHPROWHQWM ARARRO W HIFRIYWIIQDQFH UHSRUW
. PHDQLQJIXO '(, WDUJHWV ZKLFK ZH SODQ WR LPSOHPHQW LQ
- RU N I RU FH WDUJ HWV XQZDYHULQJ FRPPLWPHQW WR WKHVH FRUH YDOXHV ZKLFK DUH L
6
&EKDUDFWHULVWLFV RI RXU FRC

(PSOR\HHV UHFRPPHQGLQJ OHOH[LY DV D JRRG SODFH WR ZRUN
6

‘H DLP WR DFKLHYH D HPSOR\HH UHFRPPHQGDWLRQ UDWH PHDVXUHG E\ WKH SHUFHQWDJH RI HPSOR\HHV
ZKR SRVLWLYHO\ UHVSRQG WR WKH (PSOR\HH /LVWHQLQJ 6XUYH$W RHO MDYV JRWUDSH RSV H IDWK RWUH FRPIPYLVOBHIRW FMREHKL QG RXU L ¢
SURYLGH DWWUDFWLYH ZRUNLQJ FRQGLWLRQV VXFK DV ZRUN L QUXW/IRFG-R PD G H D XOMAIS LZHQ H X OV KH. € DIDQ® FBIV WHFQG HH I THFWLYH GHFL\
HPSOR\PHQW ZKLFK OHDGV WR UHWDLQLQJ H[LVWLQJ HPSOR\HM\H DR GV R WWKUD FW L Q- TQUHH FARCPGPHL QYW HTEK M/ RV DRAW W/UIL\D E DQHIBQ Y L U R
RQ HYLGHQFH IURP RXU SDUWQHUV VSHFLDOL]HG LQ HPSOR\HH @/DWNWHRZQH USVUKRLI DFFRVQ WAHLFEDOW/ i WW/HCHHL W DXAQILHNY H. B HIUMHSSH FW LY HV [
EDVHOLQH YDOXH RU EDVHOLQH \HDU DUH QRW DSSOLFDEOH 7KARPEDQUH B W IDVE S RXHN \JKODREEHDG S D WARL R Q O ROH O B MLIVQHF R 8O FP\IFHAMR H O H
.Q WKH HPSOR\HH UHFRPPHQGDWLRQ UDWH ZDV 7R WUDFIWPEUWLRKVVIRKRUDEGE S KOV MHWK H Y 8 VZLRQ@DEHU HV X O W V
LQWURGXFHG LQ 'DWD LV FROOHFWHG WKURXJK WKH (PSOR\HH /LVWHQLQJ 6XUYH\ DVVXPLQJ D VXIILFLHQW
SDUWLFLSDWLRQ UDWH WR UHSUHVHQW WKH ZRUNIRUFH &RQVLMWWRMW POWHRIG\RD R\ VDQIEQW S ROK QB \H@MXIUHRYLGH D FRPSUHKHQ\
FRPSDUDELOLW\ 7KH 3HRSOH &XOWXUH GHSDUWPHQW KDV VHWQNK K HV\Y D EISWHVIGEDHRIRIOPAK O WHRWLR B GZ L ¥ KK MG KRMLQW DV DW  'HFH
ODQDJHPHQW DQG OHDGV WKLV LQLWLDWLYH ZLWK RWKHU VWI VHH GHVFUL{6%0 ! QZMQBEHTIAR || F-DAXIORM | T I RIXF R BLROCRE 5 RIOM G DW HF
WR WHDP OHDGV DQG VHQLRU OHDGHUYV )7( ZLWK D WRWDO QXPEHWMREFRXQW GDWD LV FRQVROLGDWHG R
FHQWUDOO\ 1R DVVXPSWLRQV ZHUH WDNHQ LQWR DFFRXQW ZKHQ
(QVXUH WKDW WKH KLJKHVW VWDQGDUGVYV RI VDIHW\ RQ VLWH DUH LPSOHPHQWHG
(PSOR\HH KHDGFRXQW E\ JHQGHU
7KLV WDUJHW DOLJQV GLUHFWO\ ZLWK WKH OHOH[LV FRPPLWP H QU
RXU &RGH Rl &RQGXFW DQG ORFDO KHDOWK DQG VDIHW\ SROLF
DFFLGHQWY PHDVXUHG E\ WKH DEVROXWH QXPEHU RI UHSRUWH 1xpEHU RI HPSOR\HHV
HPSOR\HHV VXEMHFW WR ORFDO KHDOWK DQG VDIHW\ VI\VWHPYV
1XPEHU RI SHUPDQHQW HPSOR\HHV
SUHYHQW DOO DFFLGHQWY 7KH WDUJHW SHULRG FRYHUV WKH
FRQGXFWHG E\ 3HRSOH :RUNSODFH PDQDJHUV WKURXJK WKH % 1XPEHU RI WHPSRUDU\ HPSOR\HHV
DVVXPSWLRQ LV WKDW DOO DFFLGHQWYV DUH DFFXUDWHO\ UHSRUWHG DQG UHFRUGHG 3HRSOH :RUNSODFH PDQDJHUV LQ
HDFK UHJLRQ DUH DFFRXQWDEOH ZLWK VXSSRUW IUWKH QxP@HHESWK BBE VEWUWR 0G6YRVRHRVLgWHHE KRXUV LQ
ZRUN UHODWHG  -BHIHQWY YDMAW\ WUDLQLQJV DQG DZDUHQHVYHOIHMHLYDPV HPHU B RIGIGXEWDHI @ O/REQW MG DR RUYLGXDSHMR3IOW RHWKF
HPSRZHU HPSOR\HHV WR PLWLJDWH ULVNV DQG SUHYHQW DFFLGARPMY DQG DUH PHQ :H DUH SURXG RI WKH DFKLHYHG PHW
ZKLFK LV FRQVLVWHQW ZLWK WKH SUHYLRXV \HDU DQGHLY¥LIOJKH U
OHOH[LV UHFRJQL]JHV WKH YLWDO LPSRUWDQFH RI HTXDO WUHDWRKMHAQW QR HYRNIY IHVIR DWW B WRFOXVERWH' (,HQBR® WKHWHUVLW\ FUHDWI
LPSDFW LW PD\ KDYH RQ LQQRYDWLRQ DQG HPSOR\HH WXUQRYHU :KLOH ZH KDYH QRW \HW HVWDEOLVKHG IRUPDO
WDUJHWV LQ WKHVH DUHDV ZH KDYH EHHQ DFWLYHO\ PRQLWR U ) QU W (TRXIDOQHWY LAY DAK LY HHDIQ G RX IRXXIUD Wi ¥ HR 6 TBWMD H BB H B WUNR Q W L
'"HWDLOV RQ RXU ZRUNIRUFH GLYH(6 WA JHZDWKLRDOE 0K DQL WDRMWLBRYERW I WDELOLW\ DQG ORQJ WHUP JURZWK
FROOHFWLRQ SUFA \DUA {WIKLWHIGL®HSWK DQDO\VLV LV LQIRUPLQJ WKH GHYHORSPHQW RI

JHPDOH ODOH 2WKHURW 5HSRUWHG7R

6 R X |RHH



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
A7 H\ PDWHIII D@ WARSNAWROGHIL HAINDYHPROWHQWM ARARRO W HIFRIYWIIQDQFH UHSRUW

(PSOR\HH KHDGFRXQW E\ JHQGHU
LQ

(PSOR\HH KHDGFRXQW SHU FRXQWU\

&RXQWU\

%X0JDULD
%HOJLXP
*HUPDQ\
6ZLW]HUODQG
JUDQFH
0DOD\VLD
2WKHU

7TRWDO (PSOR\HHV

2WKHU FRXQWULHVY LQFOXGH &KLQD

-DSDQ 3KLOLSSLQHV 6RXWK .RUHD 7DLZDQ 8NUDLQH

8QLWHG 6WDWHYV

7KH OHOH[LV WHDP FROODERUDWHY DFURVV FRXQWULHV ZLWK F
*HUPDQ\ EXW DOVR ZLWK D SUHVHQFH LQ GLYHUVH UHJLRQV DUR)
ZLWK WKH GLYHUVH SHUVSHFWLYHV RI RXU QDWLRQDOLWLHV IX
XQGHUVWDQG DQG VHUYH RXU FXVWRPHUV 5HIOHFWLQJ RXU :H F
KXPDQV DFFRUGLQJ WR JHQGHU DJH YXOQHUDELOLW\ QDWLRQD(¢



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
A7 H\ PDWHIII D@ WARSNAWROGHIL HAINDYHPROWHQWM ARARRO W HIFRIYWIIQDQFH UHSRUW

(PSOR\HH WXUQRYHU 'LYHUVLW\

(PSOR\HH WXUQRYHU +HDGFRXQW

PSOR\HH WXUQRYHU UDWLR

( Q $W OHOH[LV ZH EHOLHYH WKDW GLYHUVLW\ LV PRUH WKDQ MXVW I
2XU WXUQRYHU UDWH DPRQJ SHUP DIQOIRRY $HPG0IRY B mwHBPY QD WERNH!Y WR XQORFNLQJ RXU IXOO SRWHQWLDO )URP RXU HDUOLH

UHVLJQDWLRQV DQG UHWLUHPHQWYV 7KLV ILJXUH UHIOHFWV RXPUFRPBERPUBRR Wk FREWPLYWWRYH HLERPSAUWPVL i UHFRIQLILQJ
UHZDUGLQJ ZRUN HQYLURQPHQW ZKHUH RXU HPSOR\HHV IHHO Yﬁék'Hé’*ng"& PRUARD HPd R BRWGR QRQUMEHYp DQRG EDFENJURXQGYV

FDUHHUV DW OHOH[LV XOWLPDWHO\ JUHDWHU VXFFHVV

7KH HPSOR\HH WXUQRYHU UDWLR LV FDOFXODWHG E\ GLYLGLQJ WihCPBR i QR4 SEERBEW ULV S HVFRRRLWPHQW WR GLYHUVL
RUJDQL]DWLRQ GXULQJ WKH SDVW \HDU E\ WKH DYHUDJH KHDGFRXQW RI WKH VDPH SHULRG 7KH DYHUDJH KHDGFRXQW

LV WKH VXP RI WKH PRQWKO\ KHDGFRXQW GLYLGHG E\
7RS ODQDJHPHQW E\ JHQGHU

&EROOHFWLYH EDUJDLQLQJ FR EIEE 1XPEHU SHUFHQW
VRFLDO GLDORJXH oo

ODOH
6 2XURS ODQDJHPHQW GHILQLWLRQ FXUUHQWO\ FRQVLVWYV RI WKH (]
ZLOO EH UH HYDOXDWHG LQ WR HQVXUH LW UHPDLQV DOLJQHG

$V DWHFHPEHU VRPH SHUFHQW RI RXU HPSOR\HHV ZHUH FRYHUIh® E\WRRAOOBWEFMH BAOUSDMWD- Q¥ SUHVHQWHG DV KHDGFRXQW SHU
DJUHHPHAXWFK DUH IRUPXODWHG LQ YDULRXV zZD\V DFFRUGLQJ WRHPRWP Pk @DJYOHPMIRR XQGHUZHQW D FKDQJH WR D QHZ OHDGHU
VHYHQ WR ILYH PHPEHUV $GGLWLRQDOO\ LQ WKH ODVW TXDUWHL
ODQDJHPHQW 7HDP OHIW WKH FRPSDQ\ UHGXFLQJ WKH WHDP WR |
&RYHUDJH UPWMBR\HHV & (($ (PSOR\HHV & 1RQ (($:RUNSODFH UHSUHV RIM'HPDOH PHPEHUV IURP W R
RQO\
SREIBULED BZLWHUEDGEeIsE 1866 6ZLWIHUODQG) EHOLHI LQ WKH SRZHU RI GLYHUVLW\ LV QRW MXVW HYLGHQW

WKH FRPSRVLWLRQ RI RXU %RDUG RI 'LUHFWRUV :H DUH SURXG W
YUDQFH RXU %RDUG ZLWK WKUHH ZRPHQ DQG WKUHH PHQ EULQJLQJ WKHL

*HUPDQ\

(PSOR\HHV KHDGFRXQW E\ DJH JURXS
%HOJLXP )UDQFH %HOJLXP %XOJDULD *HUPDQ\

7KLV WDEOH UHSUHVHQWY FRXQWULHV ZLWK PRUH WKDQ HPSOR\HHV IR 1XPEHU SHUFHQWDJH

QXPEHU RI HPSOR\HHV 7KH FRYHUDJH SHUFHQWDJH IRU FROOHFWLYH E 8QGHU \HDUV ROG
QXPEHU RI HPSOR\HHV FRYHUHG E\ VXFK DJUHHPHQWY E\ WKH WRWDO ( \HDUV ROG

2YHU \HDUV ROG
7TKHUH LV QR (XURSHDQ :RUNV &RXQFLO (:& HVWDEOLVKHG DW uviiuiijuv



7TDFCH RI $W D SFRXW EXVWDI CDELOLWXM QDQFLDO RRIISRUDWH

FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
A7 H\ PDWHIII D@ WARSNAWROGHIL HAINDYHPROWHQWM ARARRO W HIFRIYWIIQDQFH UHSRUW
OHOH[LV LV IRVWHULQJ D PXOWL JHQHUDWLRQDO ZRUNIRUFH ZK UE' (FBYXLQHHI-UVWWLEI-R @G H[SHULHQFHVY HQULFK
RXU FROODERUDWLRQ :LWKPHQOREHHDWQWIPIG ROGHG EHWZHHQ
DQG RYHU ZH HPEUDFH WKH XQLTXH VWUHQJWKY WKDW HDFK JHQHUDWLRQ EULQJV WR RXU WHDP

6
$ GHTXDWH ZDJHYV ,Q DFFRUGDQFH ZLWK WKH (656 DQG RXU FRPPLWPHQW WR WUDQV
FRQGXFWHG D WKRURXJK DQDO\VLY RI RXU JHQGHU SD\ JDS 7KH >
6 LQ DYHUDJH KRXUO\ HDUQLQJV EHWZHHQ DOO PHQ DQG ZRPHQ LQ
ORFDWLRQ FRXQWU\ MRE W\SH RU SDVW SHUIRUPDQFH RI LQFXP
7KEHOH[LVY UHPXQHUDWLRQ SROLF\ DLPV WR EH IDLU WUDQVSDUHQW DQG FRQVLVWHQW 7R DFKLHYH WKLV ZH DQDO\]H
ORFDO ODERU PDUNHWV WR RIIHU FRPSHWLWLYH VDODULHY EH@RIHWWUDQW YD FLLDEQ D E RWRX X DG HKVY OB @G KWKUH. QDFWR D\WR FRQ W U L
UHJXODWLRQV :H EHOLHYH LQ UHZDUGLQJ LQGLYLGXDO SHUIRUPDRKE D WRKRRIWU P B QGWREVGIEYWDO WK HL QUFLLNHD VR ®INH  SD\ JDS
SHUIRUPDQFH EDVHG ERQXVHV UHFRJQL]LQJ H[FHSWLRQDO FRQWULEXWLRQV WKDW GULYH WKH FRPSDQ\ V VXFFHVV
7KLV DSSURDFK PRWLYDWHY RXU HPSOR\HHV DQG HQVXUHV D VX\K\W DULHMDXEDHHU DAMMDRUH U B W ORI R H[RXU KLIJKHVW SDLG LQGLYLGXDO W
HPSOR\HHV H[FOXGLQJ WKH KLJKMRW SDLG LQGLYLGXDO LV
JROORA _)IBLVFORVXUH JXLGHOLQHV ZH FRQILUP WKDW ZH RIIHU VDODULHV LQ IXOO FRPSOLDQFH ZLWK PLQLPXP

ZDJH UHJXODWLRQV LQ DOO FRXQWULHYVY ZKHUH ZH RSHUDWH QFLGHQWV FRPSODLQWV DQG
+HDOWK DQG VDIHW\ PHWULFWHYHUH KXPDQ ULJKWYV LPSDFYV

6 6

$W OHOH[LV DOO HPSOR\HHV DQG QRQ HPSOR\HHV ZRUNLQJ RQ OHOH[LYV GRWM\RBWHWRIHYNHEHE\HRKR IFRPQDBY WXSSRUW WKH XVE
KHDOWK DQG VDIHW\ PDQDJHPHQW V\VWHP 7KLV V\VWHP LV GHWYBHEFNRQIR P dl QM X! D-PFRRWD BWW KW B 0 Rk @@ SHRSOH ZRUNLQ
VDIHW\ OHJLVODWLRQ DQG HPSKDVL]HV SHUVRQDO UHVSRQVLELBRWID YR YRIp WK VR HW WIRQEHVMG QR 6 XRIBNVRQDEOH ZRUNLQJ KR
LPSURYHPHQW

‘RUN UHODWHG LQFLGHQWY DQG FRPSODLQWYV
6DIHW\ SHUIRUPDQFH PHWULFV

OHOH[LV DWWDFK JUHDW LPSRUWDQFH WR UHPHGLDWLQJ DQ\ KXPL

Rl SHRSOH ZKR DUH FRYHUHG E\ WKH XQGHUWDNLQJeV KHDOWK DQG VDIHW\ PDQDJHPHQW V\VWHP
LOQFLGHQWYVY RI GLVFULPLQDWLRQ DQG KDUDVVPHQW ZHUH U

1XPEHU RI IDWDOLWLHV DV D UHVXOW Rl ZRUN UHODWHG LQMXULHV DQG ZRU{jbj\wlg(tul\‘_ﬁ%F%ﬁﬁogwwwkﬁw\yH%ﬁR@ﬂHaﬁw GLVEORVH IXUWKHU GHWD
1XPEHU RI IDWDOLWLHV DV D UHVXOW Rl ZRUN UHODWHG LQMXULHV DQG ZRUW K RQIRWKHIK DA oL QHDIHOWW ILHDRE B GRDQYIBUFSSURSULDWH DFWLRQ ZDV WDI

1XPEHU RI UHFRUGDEOH ZRUN UHODWHG DFFLGHQWYV IRU RZQ ZRUNIRUFH LQFLGHQWYV ZHUH FORVHG DQG QR PDWHULDO ILQHV SHQDOWLHV
RI WKHVH LQFLGHQWYV

5DWH RI UHFRUGDEOH ZRUN UHODWHG DFFLGHQWY IRU RZQ ZRUNIRUFH

1XPEHU RI FDVHV RI UHFRUGDEOH ZRUN UHODWHG LOO KHDOWK 6HYHUH KXPDQ ULJKWYV LQFLGHQWV

1XPEHU RI GD\V ORVW WR ZRUN UHODWHG LQMXULHYVY DQG IDWDOLWLHV
Q QR VHYHUH KXPDQ ULJKWV LQFLGHQWY FRQQHFWHG WR RX!
OHOH[LVY GLG QRW LQFXU DQ\ ILQHV RU SHQDOWLHV QRU GLG LW ¢



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
A7 H\ PDWHIII D@ WARSNAWROGHIL HAINDYHPROWHQWM ARARRO W HIFRIYWIIQDQFH UHSRUW
6 :RUNHUV LQ WKH YDOXH FKDLQ
n
6 (656 6%0 IXUWKHU DGYDQFHG LWV SURFXUHPHQW SUDFWLFHV UHTXLULQJ \

DQG FRPSOHWH (6* TXHVWLRO QREOKGHG TXHVWLRQV RQ VXSSOLH
$W OHOH[LV ZH WDNH RXU VRFLDO UHVSRQVLELOLW\ VHULRXVO\7ERW K \ZX SV IQH B ¥ WV R QI RS FAUKDHA IUR R Z/QD\XGS B/KIUHRXM KBXVEHO O DV D
WKH HQWLUH VXSSO\ FKDLQ ,Q RXU GDLO\ RSHUDWLRQV FDULQD \DE-RMXMWWROHI ORFBDL RFQ VIS R IR RAUNQNWHIDOBMHIGR/ DRUBINYRIHL P S O H P H Q
HWKLFDO DQG VXVWDLQDEOH VRXUFLQJ DQG WUDQVSDUHQF\ LQSRMRFEXVHEH\KHUHQBOWLRIY EIHSMPEHGGHG LQ WKH VXSSOLHU VFR

ODWHULDO LPSDFEWV ULVNV DG, BoMRGR tnb Wedw bridubuiiv/vwbb o e vxssotnu
WKHLU LQWHUDFWLRQ ZLWK VAWUMAKKHYY YDy ORGRYERR RRE (RLPE\GAER 0  2H

RWHQWLDOO\ KLJKHU UVN DUHDV LQ WK XSVWUHDP YDOXH FKD
PRGHO H[SHFW SRWHQWLDO PDWHULDO LPSDFWV WR EH ZLGHVSUHDG

\% VXPPDE'L\]I\—|G LO WKH WDEOH EHORZ WKH LGHQWLILHG PDWHULL

. $ \
9DOXH FKDLQ ZRUNHUVe LPSDFW RQ VWUDWHJI\ DQGy ¥ YAGNEUV Q" WKH XSVWUHDPXPDQXH. FKW QY DRGDIRVRIQYWICD O |

Z \%
F V OHOH[LV LV J Qw R uv LQ WKH XS
OHOH[LVY KDV FRQGXFWHG DQ DVVHVVPHQW WR GHWHUPLQH WKH\X/\ﬁ i_}kl% %\/%IBSDHL\%HF LDQ/&%}E(?E 9% E)g st ILQDQFLDO
ZRUNHUV )ROORZLQJ WKLV DVVHVVPHQW ZH FRQFOXGH WKDW HK | %# { Lﬁ? 2}4? X éLV Q(§G OHDG W
W XH FRBY & R

o LP >lg
WKH ZRUNLQJ FRQGLWLRQV HTXDO WUHDWPHQW DQG KXPDQ UL N %I—F\(/DI \L/JZXSUVN/\,;'LLJJS(DLPQY\%

6FRSH DQG GHWDLOV RI LPSDFW RQ YDOXH FKDLQ ZB%HNUFKH/V\{)QGLQJ SRWHQWLDO JUHDWHU ULVNV

7RGD\ OHOH[LVY GRHV QRW KDYH IXOO WUDQVSDUHQF\ RQ WKH D%;Agh\k&[g}ékgl%/\éR;?gf{EgiiﬁPs P&Sf&%&gﬁ%ﬁﬁ@gngb&VZLKRz ZRUNH

IRFXV RQ RXU GLUHFW VXSSOLHUV ZKR DUH PDQXIDFWXUHUYV RI WH D \%
EHKDOI RI OHOHILY 5LVNV DQG RSSRUWXQLWLHY UHODWHG WR VSHFLILF JURXSV

V. P 0 \% R W, KHU ZLWK EXV
OHOH[LV FRQVLVWHQWO\ ZRUNV WR JDWKHU HVVHQWLDO LQIRUP$D %/\Aé F%F@g%elw%ﬁ[#RYb}édZH %\gﬁgé ?__%(g%v RIUDSKLF
QXPEHU RI \HDUV DOO RXU GLUHFW VXSSOLHUV DUH REOLJHG V\PE YIBCF |_IkQIOL W# Q#U&C? \k/% HéW %%o (0)0)] 2?
ODWHULDOV VXSSOLHUV PXVW FRPSOHWH DQG UHSRUW LQ WKH II IE &I Lg-l ODWHVW YHUVLRQ RI WKH &RQIOLFW OLQHUDOV
5HSRUWLQJ 7THPSODWH &057 SXEOLVKHG E\ &RQIOLFW JUHH 6RXUFLQJ ,QLWLDWLYH &)6, ,Q OHOH[LV



7DFCH RI $W D SFRXW EXVWDI CDELOLWM QDQFLDO RRUSRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHOQW[MIARARRO W HI¥RIYWIIQDOQFH UHSRUW

ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV

‘H KDYH LGHQWLILHG WKH IROORZLQJ YDOXH FKDLQ ZRUNHU UHODWHG LPSDFWV DQG ULVNV PDLQO\ LQ WKH XSVWUHDP RSHUDWL

; SVOIVW MR XLI Z2BDRYILEBEEMAR/ ULVNV DQG RSSRUWXQLWLHV

FKDLQ ZRUNL RWHQWLDO FRXOG SRWHQWLDOO\ KDYH DQ LPSDFW RQ ZRUNLQJ FRQGLWLRQV HJ KHDOWK DQG VDIHW\ OLIH EDODQFH DGHTXDW!
FRQGLWLRQV WF RI ZRUNHUV LQ RXU VXSSO\ FKDLQ

"RUNHUV LQ WK WM@H QH\%}% FRQGLWLRQV RI YDOXH FKDLQ ZRUNHUV
J

'"HSHQGHQF\ RQ ZRUNHUV LQ WKH YDOXH FKDLQ
5LVN OHOH[LV LV KLJKO\ GHSHQGHQW RI ZRUNHUV LQ RXU VXSSO\ FKDLQ 6WWLNHV RU UHVLJQDWLRQV E\zZVWUDWHJILF VXSSOLHUV FRX
OHDG WR GLVUXSWLRQ DQG ILQDQFLDO FRQVHTXHQFHYV

, UHDWPHQW RI YDOXH FKDLQ ZRUNHUV
#T(%T_BUVHLT?(S’VOKMMHH@%% FRXOG SRWHQWLDOO\ KDYH DQ LPSDFW RQ HTXDO WUHDWPHQW Rl ZRUNHUV LQ WKH YDOXH FKDLQ H J HTXDO SD\ IRU
ZRUN QR GLVFULPLQDWLRQ DFFHVV WR WUDLQLQJ RSSRUWXQLWLHV HWF

, P JKWV YLRODWLRQV LQ WKH YDOXH FKDLQ
#T(%TBUVRWKLVS%%%”H SR‘&%@&‘H“E H SRWHQWLDO ULVNV RI YLRODWLRQ RI KXPDQ ULJKWV IXUWKHU XS WKH YDOXH FKDLQ RI OHOH[LV zH J IRUFHG ODERU
ODERU ZDWHU DQG VDQLWDWLRQ HWF

&RQVHTXHQFHV RI KXPDQ ULJKWV YLRODWLRQV LQ WKH YDOXH FKDLQ
5LVN 9LRODWLRQ RI KXPDQ ULJKWV IRU ZRUNHUV LQ WKH YDOXH FKDLQ FRXOL OHDG WR EUDQG UHSXWDWLRQ GDRDJH DQG ILQDQFLD
FRQVHTXHQFHV HJ IRUFHG ODERXU FKLOG ODERXU HWF

SROLFLHV WR PDQDJH PDWHULHQ P RDRMW Nk toviirorhowno vivworooetoiw
RQ YDOXH FKDLQ ZRUN H UV FRQIOLFWYV ZLWK ORFDO ODZV PXVW EH UHSRUWHG WR OHOH[LV E}

UHVXOW LQ D UHYLHZ RI WKH EXVLQHVV UHODWLRQVKLS

6 7R HQVXUH FRPSOLDQFH %XVLQHVV 3DUWQHUV PXVW PDLQWDLQ
DQQRXQFHG DXGLWV E\ OHOH[LV RU LWV DJHQWYV 7KH 3URFXUHPH
6XSSOLHU &RGH RI &RQGXFW XSGDWHV FRPPXQLFDWLRQ WUDLQLQJ DQG RYHUDOO DGKHUHQF

7KHEHOFAXW®SOI HU &R G HRRIVERIQUGNRFWXVWDLQDELOLW\ H[SHFWDW IZK® V& &K NSO O H A W\R RXIVWWPRIRPLWPHQW WR VWDNHKROGHUV HPSK
EXVLQHVV FRQGXFW UHTXLUHPHQWY DQG LQIRUPDWLRQ QHHGVHQODLURDREH QUMD RXY IR DV LE 1 LN Q FRLIS DHYR VIKWY Y&R GRF IDHWDO D
SUHUHTXLVLWH IRU GRLQJ EXVLQHVV ZLWK OHOH[LV DSSOLHV WR RDIORXRPERE HOS HUYF IFRIMHWUDE ® R WS SDREA/EQ\HDYDLODEOH RQ
VXEFRQWUDFWRUV FROOHFWLYHO\ %XVLQHVV 3DUWQHUV HQFRPSDVVLQJ DOO XSVWUHDP YDOXH FKDLQ ZRUNHUV




7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWYROGHL HAIDYHPROWHOQWMIARARRO W HIXRIYWIIQODOQFH UHSRUW

+XPDQ ULIJKWV SROLF\ FRPPLWPHQWYV J3URFHVVHYV IRU HQJDJLQJ Z LWl
OHOH[LV UHTXLUHV LWV VXSSOLHUV WR UHVSHFW DOO EDVLF KXIZ)RUUN\HDHVWLSBJE\NRGXW |-|_42) QWHUQDWLRRQDO

/IDERU 6WDQGDUGY WKH 81 8QLYHUVDO '"HFODUDWLRQ RI +XPDQ 5LJKWY DQG WKH 2(&" *XLGHOLQHV |
OXOWLQDWLRQDO (QWHUSULVHV DPRQJ RWKHUV 6XSSOLHUV PXVW UHFRJQL]H WKDW KXPDQ ULJKWYV DUH FUXFLDO DQG
XQLYHUVDO DQG PXVW UHVSHFW WKRVH ULJKWV LQ DOO RI WKHEU DFWLYLWLHV

SHVSHFW IRU KXPDQ ULJKWV DQG ODERU ULJKWYV 'LVFORVXUH RI QRQ HQJDJHPHQW
$V OHOH[LV FRXOG SRWHQWLDOO\ KDYH DQ LPSDFW RQ WKH ZRUNLQJ FRQGLWLRQV DQG HTXDO WUHDWPHQW RI WKH

ZRUNHUV LQ LWV XSVWUHDP YDOXH FKDLQ RXU VXSSOLHUV MX$W LOV NH \0 HQRH LE/H W@ ROGHI® \@ RIW HVERID\H O DWWAHU DHVQH DUF S QLRQ GW\ QF
RU VXSSRUW WKH XVH RI IRUFHG DQG RU FKLOG ODERU PRGHUMHYODNHZLWK KRB NB UNULDY | WANL @ D OLHISIRCKIRZG FRHQUDWD M 31X ROW EDH/ILI
WROHUDWH GLVFULPLQDWLRQ RU KDUDVVPHQW RQ WKH JURXQGW KRDW LFHR FIRQ IR YPQGH UFKDHQLZRRG HR VL DL\ Z A DYL D W WDRHX VQ G
IDPLO\ FLUFXPVWDQFHV IHHOLQJV RU VH[XDO RULHQWDWLRQ G&R®IE LRI L&R QRAX DWHD ® & SECELSHULH B XXM WX 5B Q Q /L H FHX/D O
RSSRUWXQLWLHYV IDLUQHVV DQG GLYHUVLW)\ DQG HQVXUH WKDW DOO XSVWUHDP YDOXH FKDLQ ZRUNHUV DUH WUHDWHG

DFFRUGLQJ WR WKHLU DELOLWLHYVY DQG TXDOLILFDWLRQV LQ DQ\SHUCFQ\?HN\?VLMLVVW R U H P H G L D W H Q H
‘H KDYH FRQVLGHUHG RXU EURDGHU YDOXH FKDLQ DQG LWV SUHD-IQ Q F:WI(HDII_@QQNP.IH@V\//ZKIHR-IMKH\IHD\@X H I: K D

SRWHQWLDO QHIJDWLYH ULVN LQ UHJLRQV ZLWK OHVV VWULFW KXP ULJKWV OHJ

(QJDIJHPHQW ZLWK YDOXH FKDLQ ZRUNHUV LVH FRQFHUQV

7KH OHOH[LB SORIFHOGRFHGX WDMOVR RSHQ WR DOO YDOXH FKDLQ ZRUNHUV -XVW OLNH RXU RZQ
ZRUNIRUFH YDOXH FKDLQ ZRUNHUV DUH HQFRXUDJHG/MWHR ZIHSR VW LVVXHV LI WKH\ KDYH DQ\ FRQFHUQV
WKHVH UHSRUWY DUH L6 DVDHEG UV 5GHHP\HRAULICEMIGR Q DQG FRQFHUQ UDLVLQJ FKDQQHOV
'"HWDLOHG GHVFULSWLRQ RI SURFHVVHY DQG FKDQQH
5HPHGLDO PHDVXUHYV
OHOH[LV GHVLJQDWHG SHUVRQQHO WKRURXJKO\ LQYHVWLJDWHVOHBHKLNEEHMYHUR WHE BUW \UHER I @ HAR NWIROWIRIADAWH PREOKUHSRUWHG

LQYHVWLIJDWLRQV DSSURSULDWH PHDVXUHV WR UHPHG\ DQ\ LPEBFWVQIURREBRWWULRQRYHEBTEXRE WIStIIWREHQW DQG KXPDQ ULJKWYV R
RI VXFK LQYHVWLJDWLRQV DSSURSULDWH UHPHGLHY DUH GHWHUJ

$GGUHVVLQJ WUDIILFNLQJ IRUFHG DQG FKLOG ODERU
7TKURXJOHOM{BESHDN XS SURFHGXUH YDOXH FKDLQ ZRUNHUV FDQ L

$V PHQWLRQHG DERYH OHOH[LY GRHV QRW QRW WROHUDWH HQGbYH L\WOD d WRIY GRESRAMVWR HO KO HIRY IRRFER\ DO\ RYR ZLOO IROC
FKLOG ODERU PRGHUQ VODYHU\ RU KXPDQ WUDIILFNLQJ ,W H[SHFIR FKIHD WP HHBRE LIHYVDWHs S 8 WHIWWP LRKHUR Q& BSSOIZHE EDVHG
VHFWLRQ GHGLFDWH GOW®RHMKI B XRRB DI FH 1 VG RI &RQG XF HITHFWLYHQHVV RI WKH UHSRUWLQJ FKDQQHO LV UHYLHZHG SHULF

$OLIJQPHQW ZLWK LOWHUQDWLRQDOO\ UHFRJQL]HG OHO!I-|[' G IV QRW DFWLYHO\ UHTXLUH LWV SDUWQHUV DQG VXSS
DQL]DWLRQV ‘H GR KRZHYHU RSHQ XS RXU RZQ 6SHDN XS SUR

7KH OHOH[LYV 6XSSOLHU &RGH RI &RQGXFW DOLJQV ZLWK LQWHUW_K_HL_FPQ_UDk\[H DO\ FRQFHUQV_RU SHIHBN COPORKWIO) ZwK OHOHIL
81 *OREDO &RPSDFW ,/2 ,QWHUQDWLRQDO /DERU 6WDQGDUGV 81 8QLYHUVDO 'HFODUDWLRQ RI +XPDQ 5LJKWV

DQG 2(&' *XLGHOLQHV IRU OXOWIQDWLRRIF®DVEWNWIMNVAY QRQ GMUEISPWE MK HPROHILY KDV D 6SHDN XS SROLF\ LQ SODFH ZKL!
PHQWLRQHG LQWHUQDWLRQDO VWDQGDUGY DQG JXLGHOLQHV KNWKP WHUHS B H ¥R BRQIET B QY Dol @KWY LWOH MDUNHPWA RQ W LV SHUPDQ




7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A° H\ PDWHUID®@ WIRSBNAWROGHL HAIDYHPROWHQW M ARARRO W AFRIYWIIQDQFH UHSRUW

WKDW DOO YDOXH FKDLQ ZRUNHUV DUH DZDUH Rl WKH UHSRUW L® 83 \RKDR §XHS Q QHUGHR GH. R &\R RIG %KW SKRASOD ERGFHHRIZH ZLOO HQKD
&RQGXFW VSHFLILFDOO\ UHIHUV WR WKH OHOH[LVY 6SHDN XS SROWLHFOHENLRQ WORFEND H{QG G R M\H URDW KD(BH IDQWRHWIKHFV XSSOLHU F
SURFHVV LQ SODFH WR HQVXUH YDOXH FKDLQ ZRUNHUV DUH DZIRIH KD ESBOXHMW MXQYJISPRIOMVBROLF\ ZKLFK ZLOO LQFRUSRUDW

PHFKDQLVPV DQG VXSSOLHU WUDLQLQJ &RQWLQXRXV PRQLWRULQ

SFWLRQ RQ PDWHULDO LPSDFVENE T s Robhids LoombuiikLs Lrsuryipiowy 7+

Z R U N H U V DSSOLFDEOH WR DOO OHOH[LY HQWLWLHV

. /[LPH ERXQG DQG RXWFRPH RUL

OHOH[LV LV GHYHORSLQJ DFWLRQ SODQV DQG DOORFDWLQJ UHVRXUFHV WR PDQDJH PDWHULDO LPSDFWV ULVNV DQG
RSSRUWXQLWLHYV FRQFHUQLQJ RXU YDOXH FKDLQ ZRUNHUV HVSHFLDOO\ RQ HQVXULQJ IDLU ZRUNLQJ FRQGLWLRQV DQG
HTXDO WUHDWPHQW RI ZRUNHUV LQ RXU XSVWUHDP YDOXH FKDIBEXSS(&RGH RI &R@BQWFIVEQHG EHORZ HQVXUH WKH

HITHFWLYHQHVY DQG FRQWLQXRXV LPSURYHPHQW RI WKHVH PHDVXUHV
OHOH[LVY ZLOO PHDVXUH WKH SHUFHQWDJH RI VSHQG ZLWK VXSSOL

(6* TXHVWLRQQDLUH UHJDUGLQJ RXU 6XSSOLHU &RGH RI &RQGXFW UHODWLYH WR WKH
FRPPLWPHQW WR UHVSRQVLEOH VRXUFLQJ DV RXWOLQHG LQ RXU
,Q OHOH[LV VHQW DQ (6* TXHVWLRQQDLUH WR RXU PDMRU % WKDQ__ _FRPSOLDQPHHIMNMARYEBWIKUXSTKQEFKUY UHSUHVHQWLQJ

FRYHUV (QYLURQPHQW 6RFLDO *RYHUQDQFH 3URGXFW DQG 6RRFPPLIMWHESVWMRHP CKHWE W B RPEb WHHEH W WA RIQGRIGR Y XVWDLQDE

PDWXULW\ ,Q WKH QH[W VWHS VSHFLILF LPSURYHPHQW DFWLRAVZHOY RREMPY AWM R HOQVXUH ERPSOLDQFH DOO QHZ VXSSOLI

UHVSHEWLYH VXSSOLHUYV OHOH[LV 6XSSOLHU &RGH RI &RQGXFW RU SURYLGH DQ HTXLYDOHQ
SURFHVV 3HUIRUPDQFH DJDLQVW WKH WDUJHW ZLOO EH PRQLWRU

$V SDUW RI RXU FRPPLWPHQW WR LQWHJUDWLQJ (6* SULQFLSOHV LQWR RXU RSHUDWLRQV ZH HQVXUH WKDW DOO

PHPEHUV RI RXU SURFXUHPHQW WHDP UHFHLYH GHGLFDWHG WUBKBY JNDRF H ¥+ WHON W GopV RRW KHH 6 K& $ DlzibW kG BVVRT &RQGXFW FRY

DQG XQGHUVWDQGLQJ RI VXVWDLQDELOLW\ KXPDQ ULJKWV DQ P\WK\FBBARKY HIEP OAW b DR & il ALY ¥ R\MWNRIRORYNOH HTXDO YD

SURFXUHPHQW SUDFWLFHV WKURXJKRXW RXU VXSSO\ FKDLQ GLDORJXH ZRUN OLIH EDODQFH HPSOR\PHQW DQG LQFOXVLRQ RI
YLROHQFH DQG KDUDVVPHQW LQ WKH ZRUNSODFH DV WKH 6XSSOL

$ 'RXEOH ODWHULDOLW\ $VVHVVPHQW ZDV FRQGXFWHG WR LGHQWRARP NWP IF O WM ULHDD WHG MR DHFRIRRKY R WKKHHY BIOW R SEHRIEY L

7KLV DVVHVVPHQW ZLOO LQIRUP D UHYLVLRQ RI WKH 3URFXUHPHQW (6* SROLF\ LQ 7KLV LQLWLDWLYH DSSOLHV WR

DOO OHOH[LVY HQWLWLHYV DQG LQYROYHV DOO FROOHDJXHV ZRU(BXSSOLHU (6* TXHWW WRQU&EDIDWM\ VXSSOLHUV RQ

EHKDOI Rl OHOHJ[LYV
7R HQVXUH FRPSOLDQFH %20 VXSSOLHUV PXVW FRPSOHWH WKH 6

6XSSOLHU FRQWURO IUDPHZRUN RQERDUGLQJ SURFHVV 7KLV TXHVWLRQQDLUH SURYLGHV OHOH[LV

VWUDWHJILF VXSSOLHUV DQG VHUYH DV D EDVLV IRU RQJRLQJ (6* L
,Q OHOH[LV ZLOO LPSOHPHQW D VXSSOLHU FRQWURO IUDPH.GHYHORSPHQW DFWLRQV 7KH 3URFXUHPHQW WHDP RULJLQDOO\ V
UHVLOLHQFH SHUIRUPDQFH YDOXH FKDLQ (6* FRPSOLDQFH FRHQG_ __DQG DFWXDOO) DEKLHYHG  _ FRPSOLDQFH DW_HQG PH
HVWDEOLVKHV FOHDU JXLGHOLQHV IRU FRQWUROOLQJ VXSSOLHYXSSOLHUV PHDVXUHG E\ VSHQG FRPSOHWHG WKH (6* TXHVWLRQ
DGGUHVVLQJ PDWHULDO LPSDFWV RQ YDOXH FKDLQ ZRUNHUV E\ HQG 7KLV WDUJHW DOLJQV ZLWK WKH OHOH[LV FRPPLWPF

LQ RXU 6XSSOLHU &RGH RI &RQGXFW &RPSOLDQFH LV PHDVXUHG I



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

A° H\ PDWHUID®@ WIRSBNAWROGHL HAIDYHPROWHQW M ARARRO W AFRIYWIIQDQFH UHSRUW

ZKR KDYH FRPSOHWHG RXU 6XSSOLHU (6* TXHVWLRQQDLUH UHODWLYH WR WKH WRWDO DQQXDO VSHQG LQ WKH SUHYLRXYV
\HDU 3HUIRUPDQFH DJDLQVW WKH WDUJHW ZLO G EXVRRWKW RUHGEBDWEWHSRUWHG UHJXODUO\ %H
IL[HG DQG UHODWLYH WR WKH VSHQG EDVHOLQH YDOXH RU EDVHOLQH \HDU DUH QRW DSSOLFDEOH

7KH 6XSSOLHU (6* TXHVWLRQQDLUH FRYHUV WRSLFV VXFK DV DGHTXDWH ZDJHV KHDOWK DQG VDIHW\ JHQGHU
HTXDOLW\ DQG HTXDO SD\ IRU ZRUN RI HTXDO YDOXH GLYHUVLW\ FKLOG DQG IRUFHG ODERU DV LW LQFOXGHV TXHVWLRQV
GLUHFWO\ UHTXHVWLQJ GLVFORVXUH RI LQIRUPDWLRQ RQ WKHVH WRSLFV

3URFXUHPHQW WUDLQLQJ

7KH JRDO RI (6* WUDLQLQJ LV WR HQKDQFH WKH VRFLDO JRYHUQDQFH DQG HQYLURQPHQWDO NQRZOHGJH DZDUHQHVV

DQG FRPSOLDQFH E\ RXU SURFXUHPHQW WHDP HQDEOLQJ WKHP WR FUHDWH VXVWDLQDEOH DQG EXVLQHVV DGGHG

YDOXH IRU OHOH[LV 5HJXODU WUDLQLQJ VHVVLRQV RQ (6* WRSLFV ZLOO EH PDGH DYDLODEOH WR DOO SURFXUHPHQW

WHDP PHPEHUV LQFOXGLQJ QHZ KLUHV DV SDUW RI WKHLU RQERDUGLQJ SURJUDP OHOH[LV DLPHG WR DFKLHYH D
DWWHQGDQFH UDWH IRU SURFXUHPHQW LQYLWHG PHPEHUV LQ (6* WUDLQLQJ VHVVLRQV IURP RQZDUGYV

7KLV WDUJHW LV EHLQJ PHDVXUHG E\ WKH SHUFHQWDJH RI LQYLWHG PHPEHUV ZKR DWWHQG WKH WUDLQLQJ VHVVLRQV

DQG DOLJQV ZLWK OHOH[LV FRPPLWPHQW WR UAXSSOI HUGRWRXRUFLQJ DV RXWOLQHG LQ RXU

KRROC XFW

$00 RI RXU WDUJHWV DUH RYHUVHHQ E\ WKH *OREDO 3URFXUHPHQW 'LUHFWRU

%HFDXVH DGHTXDWH KRXVLQJ VHFXUH HPSOR\PHQW WUDLQLQJ DQG VNLOOV GHYHORSPHQW DUH QRW FRQVLGHUHG
PDWHULDO WRSLFV IRU RXU YDOXH FKDLQ EDVHG RQ WRGD\ V NQRZOHGJH ZH GR QRW VHW UHODWHG WDUJHWV



7DFCH RI $W D $FRXW
FRQWHQWY 10DQFH OHOM[LV

EXVWDI CDELOLW)M QDQFLDO &RUSRUDWH
IIHSRUW IITHSRUW JRYHUQDQFH $SSHQGL][

4: H\ PDWHUI DA WIRSBNAWROGHL HAIDYHPROWHOQW[MIARARRO W HI¥RIYWIIQDOQFH UHSRUW

6 &RQVXPHUV DQG HQG XVHUYV

ODWHULDO ,52V UHODWHG WR JFRRYVAEH Y BRI Hieov txootw: Lvvxiy
XVHUV

7KH SRVLWLYH LPSDFWV ZH KDYH LGHQWLILHG FRQFHUQ WKH IDFW
FROQOWULEXWH WR DQ LQFUHDVH LQ WKH RYHUDOO SURGXFW TXDOL
6 (656 6%0 EHQHILWY DOO FRQVXPHUV DQG HQG XVHUV

$00 FRQVXPHUY DQG HQG XVHUV SRWHQWLDOO\ LPSDFWHG E\ 0WBEH[VWRBHBRWLIREYV WHRDWHRKDIQF LU RCOUFWIVUNHW UHSXWDWLR
VHUYLFHVY DQG EXVLQHVV UHODWLRQVKLSY DUH FRQVLGHUHG LRSBRUWNXNEBEWU ZWILRKQ ¥ DX G ULINH OLRMXQUH\D O JURZWK

'"HVFULSWLRQ RI WA\SHV RI FRQVXPHUV DQG HQG XVHUWHUPSDFWERGSRWHQWLDO ULVNV
OHOH[LV KDV QRW LGHQWLILHG FRQVXPHUV DQG RU HQG XVHUV ZL

7KH W\SH RI FRQVXPHUV DQG RU HQG XVHUV LPSDFWHG E\ OHOHBDWBUREZXPWVSDR B XWKHMRVRUFRRQVXPHRYW DMK®WWPD\ EH DW JUHDWHU
HQG XVHUV ZKR DUH GHSHQGHQW RQ DFFXUDWH DQG DFFHVVLEOH SURGXFW UHODWHG LQIRUPDWLRQ VXFK DV PDQXDOV
DQG SURGXFW ODEHOV 7KH TXDOLW\ RI RXU SURGXFWV LV FUXFLDO WR FRQVXPHUV DQG RU HQG XVHUV

ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV

‘H KDYH LGHQWLILHG WKH EHORZ PDWHULDO &RQVXPHU DQG HQG XVHU UHODWHG ,52V

'SRWYQIVW ERH IBHQYWSUYWWY ULVNV DQG RSSRUWXQLWLHYV

XFW TXDOLW\
ES%VQ(SSUXVVHU\EE\SIE\QVLVYH DF‘&%@ [LV HIIRUWY FRQWULEXWH WR DQ LQFUHDVH LQ RYHUDOO SURGXFW TXDOLWA LQ WKH VHPLFRQGXFWRU EXVLQHVV JHUR LQF

SROLF\

SBURGXFW TXDOLW\ DIITHFWV PDUNHW VKDUH
2SSRUWXQLW\%\ SURGXFLQJ KLJK TXDOLW\ SURGXFWV OHOH[LV FRXOG JDLQ SRVLWLYH UHFRJQLWLRQ RQ WKH PDUNHW DQG UHDS ILQDQFLDO
EHQHILWYV



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
4 H\ PDWHUILD®@ WARSNAYROGHL HAIDYHPROWHQWMIARABRO W H!'¥RIYWIIQDQFH UHSRUW

SROLFLHV UHODWHG WR &RQVEFEHYNY oI LEETT Guv Ml Vo wr cures vac

SHUVSHFWLYHYV 7KLV REMHFWLYH LV FDVFDGHG WKURXJK WKH RU
6 SLSHOLQH JURZWK IRU 6DOHV SURGXFW ODXQFK IRU %XVLQHVV 8

7KOHOHIIV RRGH DOVR UHODWHVY WR FRQVXPHUV DQG HQG XVHUKH &S YIYIDOLARQ W Bk WIHFMWE. RORRQFXVWRPHU HQJIJDJHPHQW JXLGH

BURGXFW VDIHW\ DQG FRQVXPHU ULJKWV LQ RXU &RGH RI &RQ&GRMH BHQ@BOAY D WYV RHVEROWWD QR X \P Qes b W yRiPHHWWR RY RI VHQLRU

RXU SURGXFW TXDOLW\ ZKLFK KDV EHHQ LGHQWLILHG DV RXU PR IFEOHEHBL B & UL peXty\® H\QV LBHRA- MY LIR\G UK $RQ VY IXEPQi VRBQWDNLQJ F

HQG XVHUV ,C WKH *HQHUDO &RXQVHO ZKR RYHUVHHV WKH LPSHI$PIHFOIDBWRRY RRWR P ERR¥Q®M LQ VWUDWHJILF GHFLVLRQ PDNLQJ

&RQGXFW RXU 4XDOLW\ 'LUHFWRU LV UHVSRQVLEOH IRU RXU SURSKEBWERRPIOVYHVYSRQVLELOLWY IRU HQVXULQJ HITHFWLYH HQJDJI
LV WKH &(2

$FFHVV WR LQIRUPDWLRQ LQ WKH YDOXH FKDLQ DQG UHVSRQVLEOH PDUNHWLQJ SUDFWLFHV LQ WKH YDOXH FKDLQ DUH QRW

FRQVLGHUHG WR EH PDWHULDO WRSLFV E\ OHOH[LV DQG DUH WKHKHUHRHY \ORMQERKRY FEY FLWRHSERENFW &KBEKWWDQG VDIHW\ DU
FRPPLWWHG WR PDLQWDLQ FRQVLVWHQWO\ KLJK SURGXFW TXDOLV

SURFHVVHV IRU HQJDJLQJ ZLWI,;&RQVGHY WRPHRPPHGLDWH OH
HQG XVHUV DERXW LPSDFWV ¢ oUSb1Uy DOG HOG XVHUV D

6 FRQFHUQ

OHOH[LV RSHUDWHV D EXVLQHVV WR EXVLQHVV $0 @ 0AREHO IRWUWRW VDOH RI LWV SURGXFWV
FXVWRPHUV DUH FRPSDQLHV LQ RXU GRZQVWUHDP YDOXH FKDLQ® 7KHUH FDQ EH VHYHUDO OHYHOV RI EXVLQHVVHV

EX\LQJ RXU FKLSV DQG LQWHJUDWLQJ WKHP LQ WKHLU PDQXIDFWXULQJ SURFHVVHV $W WKH ILQDO VWDJH RI RXU YDOXH
FKDLQ HQG XVHUV EX\ D SURGXFW ZKLFK KDV RXU SURGXFW VvV EdWHRPUDPRWB BRKRPSRQHQWY :H GR QRW KDYH

GLUHFW LQWHUDFWLRQV ZLWK HQG XVHUV DQG WKHUHIRUH ZH GLG QRW GHILQH D SURFHVV IRU GLUHFW HQJDJHPHQW ZLWK

FRQVXPHUV DQG HQG XVHUV 2XU FXVWRPHUV HQJDJH zLWK WKHLIU HOG'RVHUNV'BYSE FROVXBRUY Lo DFFRUGDQFH
ZLWK WKHLU RZQ SURFHVVHYV $Q\ SURGXFW FRPSODLQWY UHFHLYHG DW OHOH[LV DUH WKRURXJK

H[WHUQDO SDUWLHV VXFK DV ODERUDWRULHV LI UHTXLUHG $ VWL

+RZHY H UFE R F\D YYRUPDEOH RQ RXU ZHEVLWH LV DYDLODEOH IRY MW RYRBRWHE- BB P ¥W FREGWPYHFRs bY BYPLODEOH RQ RXU ZHI
FKDQQHO IRU FRQVXPHUV DQG HQG XVHUV WR GLUHFWO\ HQJDJP L wRRGIHYLYPIHWY ULVNV WR HQVXUH WKDW DOO SRWHQWLDOO

(QIDIHPHQW OHOH[LV HPSOR\V D UREXVW TXDOLW\ DVVXUDQFH SURFHVV WKDW

‘H EXLOG RXU FRPSUHKHQVLYH NQRZOHGJH RI FRQVXPHUVe DQGRREGF RALRYR LMW 4 RWY K W WKW Bk VSR BERXYHYHQFHY ZH SU

HQJIDJHPHOW ZLWK RXU % % FXVWRPHUV IROORZ XS PHDVXUHV WR HQJDJH ZLWK DIIHFWHG FXVWRPHUV DQC
WKH UHVROXWLRQ SURYLGHG

2XUPFRQWLQXDO HQJDIJHPHQW ZLWK FXVWRPHUV LV FDUULHG RXW WKURXJK PHDQV VXFK DV UHJXODU FXVWRPHU YLVLWYV

WRS PDQDJHPHQW PHHWLQJV DQG FXVWRPHU VXUYH\V 6SHFLILF FKDQQHOV IRU FRQVXPHUV
2XU FXVWRPHUV DQG WKHLU VWDNHKROGHUV DUH DOVR HQFRXUD.

ZURQJGRLQJ WRSIRNXNKXRXIIJRKIHFIXUW DFFHVVLEOHHR® [R X U KZRHZEWYLNL
GRHV QRW DFWLYHO\ UHTXLUH LWV EXVLQHVV SDUWQHUV WR HVW




7TDFCH RI $W D SFRXW EXVWDI CDELOLWXM QDQFLDO RRIISRUDWH

FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
A7 H\ PDWHIII D@ WARSNAWROGHIL HAINDYHPROWHQWM ARARRO W HIFRIYWIIQDQFH UHSRUW
7TUDFNLQJ DQG PRQLWRULQJ $vV SDUW RI WKH JHUR LQFLGHQW SURJUDP ZH DUH VHFXULQJ RXU

$W OHOH[LV HYHU\ YRLFH PDWWHUV :H HQVXUH WKDW HYHU\ FRAXFSHIDQ HID IS\DHIGV LHIUGWK DS LX/KMLHDGIL R O \HD G IDYHA WIQ\LQJ RXU )RXQG L
HITHFWLYH VROXWLRQ 2XU SURFHVVHV DUH WKH VDPH DV IRU REH FRQWH FKDEQ QRUNHUV DV GHVFULEHG LQ PRUH GHWDLO
L®  7UXVW GULYHV RXU FRPPLWPHQW WR VXVWDLQDELOLW\ DQG HWKLFDO EXVLQHVV SUDFWLFHYV

OHOH[LV LV FHUWLI\LQJ LWV ,QIRUPDWLRQ 6HFXULW\ ODQDJHPHQW
‘H WUDFN WKH TXDOLW\ SHUIRUPDQFHY DW FRUSRUDWH OHYHO ,BP¥V %XW.\QBIY & BQOG \D @G VHE$; DW2S UR GKFWWLLQAD OWHRBOKDV EHEQ F
DV DW SURGXFW OHYHO FHUWLILFDWLRQ VKRXOG IROORZ LQ WKH FRXUVH RI

$FWLRQ RQ &RQVXPHU DQG HQUGHXYW HUR ¢ D WKL ERRDFES WR RXU FRavxPuL
LPSDFWYV 7LPH ERXQG DQG RXWFRPH RUL

$GGUHVVLQJ PDWHULDO LPSDFWV OHOH[LV UHFRJQL]JHV WKH LPSRUWDQFH RI KDYLQJ D SRVLWLYH LP
VLPXOWDQHRXVO\ PDQDJLQJ PDWHULDO ULVNV DQG RSSRUWXQLWI
2XU SURGXFWV DUH LQWHJUDO SDUWV RI PDQ\ FULWLFDO V\VWHRY|HQ WKW RPREHPNY DRAUCWIHE XtYBU L0 R L ¢ RRDIDUH BRBOUH VSR Q VL
SURGXFWV :H WKHUHIRUH DWWDFK SDUWLFXODU LPSRUWDQFH WR FRQVWDQWO\ FRQWUROOLQJ DQG LPSURYLQJ WKH
TXDOLW\ RI RXU SURGXFWYV ,QFLGHQWV LUUHVSHFWLYH RI WKHLU RULJLQ RU QDWXUH DUH V)
' SUREOHP VROYLQJ PHWKRGRORJ\ 7KLV SURFHVV HQFRPSDVVHV
OHOH[LV UHOLHV RQ D VWURQJ TXDOLW\ PDQDJHPHQW V\VWHR¥EWwBRBWL Q W VB K \&tUHVO RSPV W D AKH PG GRWLRRVN DVVHVVP
WKH PDQXIDFWXULQJ RI RXU SURGXFWV DQG RQ D FROQOWLQXRXV LPSURYHPHQW PLQGVHW WR HQVXUH KLJK TXDOLW\
VWDQGDUGV H[SHFWHG E\ WKH FRQVXPHUV DQG WKH HQG XVHUVHSHQGLQJ RQ WKH RULJLQ DQG QDWXUH RI WKH LQFLGHQW YDUL
LQVWDQFH é6&RVW RI <LHOGé& DQG &é3DUW 3HU %LOOLRQ SSEé& DUF
$FWLRQV DQG LQLWLDWLYHV FXVWRPHU SHUVSHFWLYH

2XU TXDOLW\ PDQDJHPHQW VI\VWHP IXQGDPHQWDOV DUH EXLOW PDURXRGUEDW SHAXNROPWHRARQARIEHRBRW WKH SDUWV SHU ELOOLR
6\WVWHP ,$7) $XWRPRWLYH 4XDOLW\ ODQDJHPHQW 6\VWHP DIQGwRPHU IHREEBRQRPHR®RPSDVVLQJ OLQH JHUR NLORPHWHU DQ
ODQDJHPHQW 6\WWHP VWDQGDUGY DQG FRPSOHPHQWHG E\ WKH B EBW§WIKRQ FH G DR¥Gi §F RP 8 A LG SR LRWEDQGDUGY
UHOHYDQW WR WKH PDUNHWV DGGUHVVHG IRU H[DPSOH $XWRPRWLYH 3URGXFW 'HYHORSPHQW DQG 9DOLGDWLRQ
$,$* WRROER[ $(& 4 62 62 $63,&( $00 OHOH[LV FHYMH ILFDWHNERWHEWKFQ WO EHHQ HVWDEOLVKHG DW SSE 1RWD
DY DLOD E (VH{ R\DL /XU DWWDLQHG E\ D OLPLWHG QXPEHU RI SURGXFW OLQHV LQFOXGLQ.

‘H SULRULWL]H WKH FRQVWDQW LPSURYHPHQW RI WKH OHOH[LV 4MM\W\K®Q\Q@QWWF@\NW%HIQV\Sﬁé\@XgWUW YWHKUMELOOLRQ WDUJ

REMHFWLYH ZH LPSOHPHQW D JHUR LQFLGHQW SURJUDP FRQVLYWHIR W LZ YWY E R BYRUDYSH DRIE OFR IR POOL EWHRW DIdE DOO 0HOF
LQLWLDWLYHV HQFRPSDVVLQJ WKH HQWLUH SURGXFW OLIHF\FOH DQG DVVRFLDWHG VXSSRUW SURFHVVHV

7KH DERYH DFWLRQV DUH PDQDJHG E\ FURVV IXQFWLRQDO WHDPV DW OHOH[LVY DQG LQ FORVH SDUWQHUVKLS ZLWK RXU
VXSSOLHUV ,PSURYHPHQW SURMHFWY DUH PDQDJHG WKURXJK WKH OHOH[LY 3URMHFW ODQDJHPHQW 2IILFH WR
ZKLFK ILQDQFLDO UHVRXUFHYVY DUH DOORFDWHG



7DFOH RI $W D $FRXW 6EXVWDILQDELOLWM QDQFLDO RRIUSRUDWH
FROQWHQWY JODQFH OHOMH[LV UHSRUW HHSRUW JRYHUQDQFH $SSHQGL]J

* % XVIQHVM FRQGXFW



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
4 H\ PDWHUILD®@ WARSNAYROGHL HAIDYHPROWHQWMIARABROW KW IRMNWIIQDQFH UHSRUW

* %XVLQHVV FRQGXFW

5ROH RI WKH %RDUG RI 'LUHFWRUV DQG ([HFXWLYH
ODQDJHPHQW

$W OHOH[LV ZH DGKHUH WR D VWURQJ FRPPLWPHQW WRZDUGV PDLQWDLQLQJ D WUDQVSDUHQW UHVSRQVLEOH DQG
HWKLFDO RSHUDWLRQDO IUDPHZRUN 2XU %RDUG RI 'LUHFWRUYV DQG ([HFXWLYH ODQDJHPHQW SOD\ D NH\ UROH LQ
IRVWHULQJ D FRPSDQ\ FXOWXUH RI VXVWDLQDEOH JURZWK ZKLOH DGKHULQJ WR WKH KLIKHVW VWDQGDUGYV RI HWKLFDO
EXVLQHVV FRQGXFW

7KH UROH Rl WKH %RDUG RI 'LUHFWRUV DQG ([HFXWLYH ODQDJHPHQW

2XU %RDUG RI 'LUHFWRUV HQVXUHY DOO RSHUDWLRQV DUH FRQGXFWHG ZLWKLQ D IUDPHZRUN RI LQWHJULW\ DQG
DFFRXQWDELOLW\ ,W KDV HVWDEOLVKHG WKUHH FRPPLWWHHY WR RYHUVHH DQG VDIHIJXDUG UHVSRQVLEOH EXVLQHVYV
FRQGXFW DQG SUDFWLFHVY DFURVV DOO OHYHOV RI WKH RUJDQL]DWLRQ 7KHVH DUH WKH $XGLW &RPPLWWHH WKH
1RPLOQDWLRQ DQG 5HPXQHUDWLRQ &RPPLWWHH DQG WKH (6* &RPPLWWHH ORUH LQIRUPDWLRQ FDQ EH IRXQG LQ

(A5 A *29

([HEXWLYH ODQDJHPHQW LQWHIJUDWHY VXVWDLQDELOLW\ SULQFLSOHV LQWR RXU EXVLQHVYVY VWUDWHIJ\ DQG WDNHV DQ
DFWLYH UROH LQ GHILQLQJ VXVWDLQDELOLW\ JRDOV PRQLWRULQJ SURJUHVVY DQG HQFRXUDJLQJ D ZRUNSODFH FXOWXUH
WKDW HPSKDVL]HV HWKLFDO FRQGXFW DQG HQYLURQPHQWDO VWHZDUGVKLS 7KURXJK DFWLYH FROODERUDWLRQ ZLWK WKH
(6* 7THDP DQG YDULRXV RWKHU GHSDUWPHQWV RXU ([HFXWLYH ODQDJHPHQW HQVXUHVY WKDW EXVLQHVV FRQGXFW

DOLJQV ZLWK RXU VXVWDLQDELOLW\ REMHFWLYHV

7KH H[SHUWLVH Rl WKH %RDUG RI 'LUHFWRUYV DQG ([HFXWLYH ODQDJHPHQW RQ %XVLQHVV FRQGXFW

2XU %RDUG RI 'LUHFWRUV DQG ([HFXWLYH ODQDJHPHQW FRPSULVH LQGLYLGXDOV ZLWK ULFK DQG GLYHUVH

H[SHULHQFH LQ YDULRXV VHFWRUV HQDEOLQJ D KROLVWLF DSSURDFK WR EXVLQHVV FRQGXFW PDWWHUV 7KH\ DUH DOVR
WUDLQHG LQ HQYLURQPHQWDO JRYHUQDQFH DQG FRUSRUDWH VRFLDO UHVSRQVLELOLW\ JLYLQJ WKHP WKH NQRZOHGJH
DQG VNLOOV WR HIIHFWLYHO\ JXLGH OHOH[LV RQ LWV VXVWDLQDELOLW\ MRXUQH\ DQG WR QDYLJDWH WKH FRPSOH[LWLHV RI
VXVWDLQDEOH EXVLQHVV FRQGXFW



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HATIDYHPROWHQW[MIARABRO W W IRNWIQDQFH UHSRUW

ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHYV

‘H KDYH LGHQWLILHG WKH IROORZLQJ %XVLQHVV FRQGXFW UHODWHG LPSDFWV ULVNV DQG RSSRUWXQLWLHV

+ EYWMRIWWOIGBSRHN&SDFWY ULVNV DQG RSSRUWXQLWLHV

(656 VXE WRSLF 9DOXH FKDLQ 7LPH KRUL]JRQ

8SVWUHDP 2ZQ 'RZQVWUH®KRUW WHURB WHURPRQJ WHUP
RSHUDWLRQV \ Vo I\

&RUSRUDWH FXOWXUH
&RUSRUDWH 3RVLWLYH QHOBWHYIHV KDV DQ LPSDFW RQ KRZ FRUSRUDWH FXOWXUH ZLWKLQ RXU RUJDQL]DWLRQ LV GHILQHG DQG PDQDJHG ZLWK JXLGHOLQH
FXOWXUH DFWXDO LPSD¥WFK DV HWKLFDO VWDQGDUGY FRPSDQ\ YDOXHV DQG NH\ EHKDYLRUV DXWRQRPZ\ HQWUHSUHQHXUZVKLS DQG IDVW HIIHFWLYH
GHFLVLRQ PDNLQJ VRFLDO HQJDJHPHQW HWF

6XVWDLQDEOH EXVLQHVV VWUDWHJ\
2SSRUWXQLWWHOH[LY DLPV WR HPEHG VXVWDLQDELOLW\ LQ D VWURQJ FRUSRUDWH FXOWXUH WR GLVWLQJXLVK WKHPVHOYHV IURP FRPSHWLW
WKURXJK VXVWDLQDEOH KLJK TXDOLW\ SURGXFWV DQG VHUYLFHV

SURWHFWLRQ RBRVLWLYH QHJPS\OFPW RQ ZKLVWOHEORZHUV SURWHFWLRQ

ZKLVWOHEORZHDWWXDO LPSDEMOH[LY KDV DQ LPSDFW RQ KRZ ZKLVWOHEORZHUV DUH SURWHFWHG ZLWKLQ RX8 RUJDQL]DWLRQ Z

,VVXHV IURP ODFN RI ZKLVWOHEORZHU SURWHFWLRQ
5LVN /LWWOH RU QR SURWHFWLRQ RI ZKLVWOHEORZHUV LV DQ LQGLFDWLRQ RI SRRU PDQDJHPHQW DQG FFRXOG OHDG WR EUDQG UHSX)
OLWLJIJDWLRQV HWF

DLQDEOH VXSSOLHU UHODWLRQVKLS PDQDJHPHQW
EEV?IBV‘\’/LXRS%\(’)'(LESUS_V\E\S’B‘I’:VVLVYH DF\ggé\gJLQJ VXSSOLHUV UHODWLRQVKLSY DQG FUHDWLQJ VXVWDLQDEOH SDUWQHUVKLSYV FRXOG OHDG WR PLW:JDWLRQ RI QHIDWL
LPSDFWV H J UHGXFWLRQ RI 6FRSH HPLVVLRQV UHGXFHG UHVRXUFH XVH E\ VXSSOLHUV HWF

ZSSRUWXQLW\%HQHILWV IURP VXVWDLQDEOH VXSSOLHU UHODWLRQVKLSV
0DQDJLQJ VXSSOLHUV UHODWLRQVKLSY DQG FUHDWLQJ VXVWDLQDEOH §DUWQHU%’KLSV FRXOG OHDG WR ILQE;QFLDO EHQHILWYV

&RUUXSWLRQ 1HIJDWLYH SRWRQWA{PWLRQ LPSDFWV FRPSHWLWLYH FRQGLWLRQV
DQG EULEHU\ LPSDFW &RUUXSWLRQ DW OHOH[LV FRXOG FRQWULEXWH WR WKH GLVWRUWLRQ RI FRPSHWAWLYH FRQGLWLRQV

5LVN 5LVNV GXH WR FRUUXSWLRQ FDVHV
&DVHV Rl FRUUXSWLRQ DQG EULEHU\ FRXOG OHDG WR VLJQLILFDQW EUDQG UHSX®DWLRQ GDPDJH H[FOXVLRQ IURP SDUWQHUVKI
ORVV RI FOLHQW EDVHV ILQDQFLDO VDQFWLRQV HWF

7KH SURFHVY RI LGHQWLI\LQJ LPSDFWV ULVNV DQG RSSRUWXQLWLHV UHODWHG WR %XVLQHVV FRQGXFW DOLJQV ZLWK RXU
JHQHUDO PHWKRGRORISERXWDIIHSHRDIEADOO\N IRU %XVLQHVV FRQGXFW ZH DVVHVVHG DOO

DFWLYLWLHY DQG ORFDWLRQV ZKHUH ZH RSHUDWH WR HYDOXDWH ZKHWKHU DQ\ WUDQVDFWLRQV UDLVH FRQFHUQV
UHJDUGLQJ HWKLFDO SUDFWLFHV $V QR LQVWDQFHV RI EXVLQHVV FRQGXFW EUHDFKHV ZHUH LGHQWLILHG WKLV VHFWLRQ
ZLOO IRFXV RQ RXU DSSURDFK WR HQVXULQJ UHVSRQVLEOH EXVLQHVYVY SUDFWLFHY DFURVV WKH OHOH[LV *URXS
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%WXVLOQHVV FRQGXFW SROLFLHY DQG &RUSRUDWH FXOWXUH

* $Q\RQH UHSRUWLQJ D FDVH Rl SRVVLEOH TXHVWLRQDEOH FRQGXF

GLVFUHHW H[DPLQDWLRQ RI KLV RU KHU UHSRUW E\ GHGLFDWHG V
OHOH[LV KDV VHYHUDO SROLFLHV ZLWK UHVSHFW WR EXVLQHVV BMAK-LLFWHWKIGNH] & B 5@ H W RAKU UFRSFSLRWUYD WHQ FRFRLWRB QW WRQFRQV |
LOQWHJULW\ KRQHVW\ DQG IDOHOHII V &RGH |RD REWMKMEN\K HORED®URPSWO\ FRUUHFWHG DQG LV VXEMHFW WR GLVFLSOLQDU\ DFW]
ASHDN XS TROHFSODLQA DBEHFKQDUH ERWK RYHUVHHQ E\ RXU *HQHUDO &RXQVHO

7UDLQLQJ RQ WKH 6SHDN XS SURFHGXUH ZLWKLQ OHOH[LV LV SDU\
OHOH[LV EXVLQHVV FRQGXFW SROLFLHV JXLGH WKH EHKDYLRU RZKRFK ZRUMNDRGPW RQ\DIRO BHYKH & BV DIF WHOIHJILWYZ RUMHRUFH OHOH
VKRXOG EH FRQVLGHUHG DORQJVLGH OHOH[LV YDOXHV ZKLFK DU® YWK M HMWHIQFH URH SRKM UHOHH VY Q GR QWUIDALQ H& RQHKRZ WR GR VR
YDOXHV VXSSRUW RXU YLVLRQ VKDSH RXU FRPSDQ\éV FXOWXUH DQG UHIOHFW ZKDW ZH GHHP LPSRUWDQW ¢7KH
OHOH[LV :D\é WUXO\ UHSUHVHQWY WKH HVVHQFH RI RXU LGHQW LBW\RB 8 G XJXH'G KN UX V OL\QH M YWH U DWK I0QIJ E2H/ GRHVH FROGXFW LQFLGHQW
HQFRXUDJH WKH FRQWLQXRXV GHYHORSPHQW DQG HYDOXDWLRQ®RDBBUWRRIERWD W K H &S MDXN KX SVEURKH B XSHULRGGFDQ\ LQYHVWLJID
UHYLHZV HPSOR\HH RQERDUGLQJ DQG WUDLQLQJ DQG VWDNHKBORHMGXYIDJIJWPOGWY ,QWHUQDO $XGLWRU WRJIJHWKHU ZLWK WKH

LQFLGHQWYV EURXJKW WR WKHLU DWWHQWLRQ LQFOXGLQJ UHSRU"
OHFKDQLVPV IRU UHSRUWLQJ XQODZIXO EHKDYLRU LQGHSHQGHQWO\ DQG REMHFWLYHO\ $Q\ ILQGLQJV RI LQYHVWLJD
$V SDUW RI RXU 6SHDN XS SURFHGXUH ERWK LQWHUQDO DQG H)W®GR@O/ \RV L QN KR /G BIDW LFRQ W B'S REW POV FRQFE BXGLWRU DUH D
DERXW XQODZIXO EHKDYLRU RU EHKDYLRU WKDW FRQWUDGLFWVGRXBX&VR/GIE ZILWRQGX¥FKH RXGLYWD @ RARLRUNRWKHU OHOH[LV
SROLFLHV 6XFK UHSRUWYV DUH IROORZHG XS DQG LQYHVWLJDWHG E\ GHVLJQDWHG SHUVRQQHO EHLQJ WKH *HQHUDO

&RXQVHO DQG ,QWHUQDO $XGLWRU %XVLQHVYVY FRQGXFW WUDLQLQJ SROLF\
'KHQ QHZ KLUHVY DUH RQERDUGHG WKH\ UHFHLYH D EXVLQHVV FRC
KLVWOHEORZHU SURWHFWLRQ SURJUDP ,Q DGGLWLRQ YLD WKH WUDLQLQJ PDWHULDO RQ RXU &

OHOH[LVY FROOHDJXHV DUH HQFRXUDJHG WR UDLVH FRQFHUQV LIOWRH|LV[SBUYHQFHWZ ISOQOMM R LRRU QLMD UQ RD X®MWRIKXORU DOO OHO}
KDUDVVPHQW GLVFULPLQDWLRQ RU XQHWKLFDO EHKDYLRU 2XUMUDALBUQD ® @S DN\ K B US REGHLVAK LIRIDW MRIGI LEOMMFRQ RUJDQL]HG IRU DOO
LPSOHPHQWHG WR LQFUHDVH WUDQVSDUHQF\ DQG VWLPXODWH WRIS LLRQWRIURMOD &R{SHR BW & @ © & X FOWD \DRJRIQIF FBLOM. QHGD U B HCRIQERD UG L
XQHWKLFDO EHKDYLRU RU LQFLGHQWY 7KLV DOORZV OHOH[LV WWRULDQLYH\WOW LDQ @/ KV B GV U B PE GQ D \WRHJ DSQUARGKFRULR G FFRRYQHH DQY WR'S
EHIRUH WKH\ HYFDODWH ,PSRUWDQWO\ DOO LQGLYLGXDOV ZKREMMB®&HWJRW & LIV WSKNFIRQE HU Q \Z B UFW ISDW WG FOVBISZITRP] ZLWK TXF
UHWDOLDWLRQ $00 OHOH[LV HPSOR\HHYV FDQ VXEPLW UHSRUW V&RLOHHDVERQ BXFWV L QEOK CKOD BKXOMOBIYE RRROXVFW WRSLFV :H FF
DQRQ\PRXVO\ LI DOORZHG E\ ORFDO ODZ (PSOR\HHV DUH UHJXWDDDQIWUMHPEQRMEDRI WKH SROLF\ DQG WKH DYDLODEOH
UHSRUWLQJ FKDQQHOV WKURXJK LQWHUQDO FRPPXQLFDWLRQV

+LJK ULVN IXQFWLRQV
2XU 6SHDN XS SROLF\ KDV EHHQ XSGDWHG LQ DFFRUGDQFH ZLWKLWKHQ & HIO[W\D HE BIR 2 X Q F WLRHFPWWKHD W @3JH PRVW DW ULVN LQ U
QDWLRQDO OHJLVODWLRQ WR HQVXUH WKDW RXU FROOHDJXHV EXWKDQVRIRFXHHRBQW WDNHKR D G & LBX VILIDHY ¥ FGAHSYHORISPHQW VX
NQRZOHGJH Rl KRZ DQG ZKHUH WR UHSRUW WKHLU FRQFHUQV DQG KRZ WKHLU UHSRUWV ZLOO EH SURFHVVHG OHOH[LV
KDV IXUWKHUPRUH LQWURGXFHG DQ RQOLQH UHSRUWLQJ WRRO F&FE—{@LS}CR @ﬁwﬁfw\zﬁwm% UHVR.
VWDNHKROGHUV WR HQVXUH DQRQ\PRXV UHSRUWLQJ LI DOORZ ovz 0 ’
ZKLVWOHEORZHU ZLVKHV WR VWD\ DQRQ\PRXV WKURXJKRXW WKH HQWLUH UHSRUWLQJ SURFHVV

7R VWUHQJWKHQ WKH LQWHJUDWLRQ RI WKH OHOH[LV :D\ ZH FXOV

HQWUHSUHQHXUVKLS DQG IDVW DQG HIIHFWLYH GHFLVLRQ PDNLQ
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"KDW 7H VWURABWMRRIQ $GYRFDWLQJ WKLV FXOWXUH YROXQWHH U\ @FMH HDKEH 106 PHHS WM. R® FRD VO HROG [ARUNW R WREDPIRI 6FLHQFH 7HFK
RI WKHLU FKRVHQ JRRG FDXVHV DQG OHOH[LV VXSSRUWV WKHP HGWKDWK R Q) HALRKK PHNR PMOHRQHRGBWHULQJ LQFOXVLYLW\ LQ 67(0 k
FXOWXUH 7KH 67(0 WHDP SURPRWHV 67(0 HGXFDWLRQ DPRQJ ORF|
6RFLDO HQJDJBPMOWNKHPH RI RXU FROOHDJXHV FKDULWDEOH ZIRQU®M HZQXHF WD RKMHD FEIDPLSAW QW FEIHAINK HYUHZL W& ORFDO VFKRROV DQG
GLIILFXOW FLUFXPVWDQFHV LV WKH OHOH[LY WHDP LQ 8NUDLQH SYS{AADDAHQY RQIRL(QJ FKDOOBKROHYLB &X0JDULD GHOLYHUHG
GLVUXSWLRQV IURP WKH ZDU OHOH[LV .\LY WHDP FRQWLQXHV WWRF&R R R QMWWUDHNHN V HPO® $ DR H QUHGE/ MCHAKIAHF DQ GUDFWLFH RSSRU
FRPPLWPHQW WR GHOLYHULQJ KLJK TXDOLW\ ZRUN DV HYLGHQFIH3® H[LVX %W 8 PIHXUP DRSSIDIQLM B GW XPPHU 6VKG ADHPSRK DQG SURYLGHG
FRQWLQXHG WR FRQWULEXWH WR WKH UHVWRUDWLRQ RI 8NUDL QH X¥KI .EL W RK-FCRPO GMIF D 6 K I6 UW R OHHODH)IO\R B2 MWWA] IFBRO@BRG\LQYLWHG \1
DQQLYHUVDU\ IXQGVY WR VXSSRUW WKH UHVWRUDWLRQ RI WKH 1BWH®W D ©K&KILHD GRIGIQ@HW 6SMHFU B B W\HG W+ DWURXMIBOJHQGHU DVVRFLDW
2NKPDWG\W IROORZLQJ PLVVLOH GDPDJH )XUWKHU FRQWULEXWLRQV IRFXVHG RQ FRPPXQLW\ UHEXLOGLQJ
LQFOXGLQJ SURYLGLQJ ERRNV IRU D GHVWUR\HG YLOODJH UHQRK D\GY®FDWHK WEW HW Q8 [DVNYRG XKV IRIWBEG O RQIGY VWX DFLG FROODE
HPSOR\HH 1HZ <HDU JLIWV IURP ORFDO EXVLQHVVHV DIIHFWHG ERHW®B ZQU QGXVWU\ SDUWQHU RI WKH (XURSHDQ &KLS 6NLOOV $FI
(XURSHDQ &KLS 'LYHUVLW\ $OOLDQFH 7RJHWKHU ZLWK RWKHU LQ(
7KLV \HDU V LQLWLDWLYHV DFURVV OHOH[LVY WR JLYH EDFN WR CZRIF0G B YAHRPPX @G EBW UP@D & BUODPVGRMW HYHIRRG DQG SURJUDPV
YRXFKHUV DQG HTXLSPHQW FOHDQ XS GD\V IXQGUDLVLQJ WK URRUKN KRDUPFEK UR H UV B & G XZWDR ISCHD § DVCHPL DREG KIEMRIUVL QG X VW U\ ,Q VFI
ED]DDUV WR FROOHFWLQJ VHFRQG KDQG FORWKLQJ DQG WR\V &KDLUZRPDQ )UDQORLVH &KRPEDU SDUWLFLSDWHG LQ D SDQHO ¢
RQ DWWUDFWLQJ GLYHUVH WDOHQW WR PLFURHOHFWURQLFV /HD!
‘HOO EHLQJ LV DQRWKHU WKHPH HPEHGGHG LQ OHOH[LV '1$ ,Q OHOHM VAANEMI WIHY HV WKDW SURPRWH KHDOWK\
PLQG ERG\ DQG SODQHW WKURXJK VSRUWV DFWLYLWLHY WRRN SODFH DOO RYHU OHOH[LV OHOH[LV VSRQVRUHG
HPSOR\HHV SDUWLFLSDWLRQ LQ FLW\ F\FOLQJ RU UXQQLQJ RUJDQL]JHG HGXFDWLRQDO VHVVLRQV RQ WRSLFV OLNH EUDLQ
IULHQGO\ ZRUN DQG HYHQWV OLNH &DU )UHH 'D\ DQG EDGPLQWRQ WRXUQDPHQW

/HIW$ \HDUO\ OHOH[LV 67(0 FDPS LQ ,HSHU RIIHUV ZRUNVKRSV WR FKLOGU}
5LIJKWHOH[LY &KDLUZRPDQ )UDQORLVH &KRPEDU GXULQJ D SDQHO GLVFXVYV
PLFURHOHFWURQLFV 6(0,&21 (XURSD
/HIW$ IRRWEDOO PDWFK EHWZHHQ OHOH[LV (UIXUW DQG ; )$% WR VXSSRUW 6SLULW RI )RRWEDOO V )DLU 30D\ )XWXUH SURMHFW
S5LIKWHOH[LVY . XFKLQJ WHDP GXULQJ WKH $XWLVP 5XQ LQ VXSSRUW RI EHWWHU HGXFDWLRQ IRU SHRSOH ZLWK DXWLVP LQ
6DUDZDN ODOD\VLD



7DFOH RI SW D SFRXW EXVWDI CDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

4: H\ PDWHUI DA WIRSBNAWROGHL HATIDYHPROWHQW[MIARABRO W W IRNWIQDQFH UHSRUW

FRPPXQLW\ HOIDIHPHQW (O RXU HIRUWY ZHUH UNFRIQLIHGELY Y00 brbuby @k h((Fobrath sogud VU L R QAP L

IRU 6WUDWHILF 7DOHQW 'HYHORSPHQW DQG /HDGHUVKLS &XOWLYDWLRQ DW WKH WK OLFURHOHFWURQLFV 7DOHQW &KLQD

&RQIHUHQFH KLIKOLJKWHG OHOH[LV EHOLHI WKDW RXU SHRS*OH DUH RXU JUHDWHVW DVVHW :H FRQWLQXH WR

LQYHVW LQ WUDLQLQJ JURZWK RSSRUWXQLWLHYVY DQG D VXSSRUWLY I[UDPHZRUN WKDW HPSRZHUV FROOHDJXHY WR

Q Q QLR Q Q LdHé|H£LV LY ERPPLWWHG WR%HV ROQVL 9H DQC&-_| VXVWDLQDEOH VX!

WKULYH DQG PDNH D UHDO LPSDFW 7KH 2SHUDWLRQDO ([FHOOH\?F buU &R\ﬁ E\_WKH Q/RIL VLWH' IR HD

7TUDQVIRUPDWLRQ KLIJKOLJKWY WKH OHOH[LV IRFXV RQ FRQWLQXRVy(l\J/RL X HQYHPHLg\%VKLS ZLWK RXU VXSSOLHUV ‘H DFWLYHOL HQ:
SURPRV\?H VXVWDLQDEOH YDOXH FUHDWLRQ WKURXJKRXW WKH VXS

7R SUHYHQW ODWH SD\PHQWY SDUWLFXODUO\ WR VPDOO DQG PHC
LPSOHPHQWHG D VWDQGDUG SD\PHQW WHUP RI GD\V :LWK D IHZ
LQ WKH VXSSOLHU FRQWUDFWYVY ORUH GHWDLOV RQ WKH SD\PHQW\

2XWXSSOLHU IUDPHZRUN VHUYHV DV D IRXQGDWLRQDO VWUXFWXU
DUH VHOHFWHG HYDOXDWHG DQG HQJDJHG WKURXJKRXW RXU SDU
GRPDLQV VXFK DV VWUDWHJILF UHODWLRQ FRPPXQLFDWLRQ VXSS
(6* VXSSOLHU FRPSOLDQFH DQG UHJXODWLRQ FRVW PDQDJHPHQV
H[SHFWDWLRQV ,Q OHOH[LVY ZLOO LPSOHPHQW HIIHFWLYH VWU
RXWOLQH WKH IUDPHZRUN IRU PDQDJLQJ DQG RYHUVHHLQJ VXSSO
GRLQJ VR FOHDU JXLGHOLQHV IRU FRQWUROOLQJ VXSSOLHU LQW!
HVWDEOLVKHG

0 POR% LV DFWLYHO\ FRQVLGHUY VRFLDO DQG HQYLURQPHQWDO FUL

/HIWHOH[LV 6RILD WHDP DW WKH 2SHUDWLRQDO ([FHOOHQFH $ZDUG FH

H
U
5LJKMWDUU\ =KDR 5HJLRQDO 3HRSOH :RUNSODFH ODQDJHU $3$& UHFHLYHCG D o4dQouMlt v (IcUOQHQFH $7ZDUG IRU
AXSSOIH R'RAE &\R\/(%
6WUDWHJILF 7DOHQW 'HYHORSPHQW DQG /HDGHUVKLS &XOWLYDWLRQ7K H ORIV WKRWHTXLUHPHQWV ZLWK UHVSHFW WR

ZRUN HQYLURQPHQW FRPPLWPHQWYVY LQ GRLQJ EXVLQHVV DQG UHT
OLQH ZLWK WKH OHOH[LV JXLGLQJ SULQFLSOHV OHOH[LV H[SHFWV
VXEFRQWUDFWRUV WR FRPSO\ ZLWK WKHVH UHTXLUHPHQWYV 7KLV
RXU EXVLQHVV FRQWUDFWV DQG FRPSOLDQFH ZLWK WKH FRGH LV
VHOHFWHG WR GR EXVLQHVV ZLWK OHOH[LV

H
H

7KH BURFXUHPHQW (6* SROLF\ LQWHJUDWHY D FRPSUHKHQVLYH FR
JRYHUQDQFH SULQFLSOHVY WKURXJKRXW WKH SURFXUHPHQW SURF
RYHUDOO 3URFXUHPHQW 3ROLF\ ,W LV DSSOLFDEOH WR DOO HQW!I
FROQGXFWLQJ EXVLQHVYV ZLWK WKLUG SDUWLHV VXSSOLHUV RQ EHE

7KH BURFXUHPHQW (6* SROLF\ RXWOLQHV WKH (6* JRYHUQDQFH W
&RGH RI &RQGXFW WKH SXUSRVH RI (6* FODXVHV LQ VXSSOLHU FR
WHDP 6FRSH XSVWUHDP FDUERQ IRRWSULQW PRQLWRULQJ DQG 1

,Q FRQFOXVLRQ DW OHOH[LV ZH DUH FRPPLWWHG WR EXLOGLQJ V\
VXSSOLHUV :H ZRUN FORVHO\ ZLWK WKHP WR PLQLPL]H HQYLURQF



7TDFCH RI $W D SFRXW EXVWDI CDELOLWXM QDQFLDO RRIISRUDWH

IZFQQ\MHQWV ,'IODQFH nHﬁH[LV ITHSRUW ITHSRUW ,'IF?YHIIQDQFH .‘_P.QRHQGL[
4 H\ PDWHUILD®@ WARSNAYROGHL HAIDYHPROWHQWMIARABROW KW IRMNWIIQDQFH UHSRUW
F w z QHYVYHIDUGLLQJ WKH &RGH RI &RQ
3U HYHQWLRQ DQG GHWH FWLRQ—‘ZU:gaWCJ::R&C?}Z?QF$Q LE‘XI-R)QH(!%DLJFH RXU JOREDO EXVL(
EULEHU\ FRPPLWPHQW WR WKH &RGH RI &RQGXFW E\ DOO RXU HPSOR\HHV

D WUDLQLQJ PRGXOH GXULQJ WKHLU LQGXFWLRQ SURJUDP 9LD WH
RQ RXU OHDUQLQJ WRRO RQ WKH OHOH[LV 8QLYHUVLW\ SODWIRUP
* NQRZOHGJH RQ WKH &RGH RI &RQGXFW DW DQ\ WLPH B6HVVLRQV D
SURGXFWLRQ GXULQJ ZKLFK ZH H[SODLQ WKH UHOHYDQW WRSLFV
$W OHOH[LV ZH GR QRW HQJDJH LQ QRU FRQGRQH EULEHU\ DQG FRUUXSWLRQ :H FRQVLGHU WKHVH SUDFWLFHV WR EH
GLUHFWO\ RSSRVHG WR RXU YDOXHV DQG WR KDYH D QHJDWLYH7IWRSDAW RO WRKHFIRPSHWLWLYH FRQGLWLRQV RI WKH
PDUNHW :H UHFRJQL]H WKDW IDLOXUH WR SUHYHQW EULEHU\ DQI BRWLXEWLRUPDQGHDGWW FRYEXBWORQ DY SDUW RI WKH \HDUO
UHSXWDWLRQDO KDUP UHJXODWRU\ VDQFWLRQV ILQDQFLDO ORMRGIV RD @R GEREWL \DIVHIG] YOMINHKR OERYHFRQILGHQFH
XOWLPDWHO\ DIIHFWLQJ WKH OHOH[LVY EUDQG YDOXH DQG FRPSHWLWLYH VWDQGLQJ
E RI WKH IXQFWLRQV DIW U IK\DN\Y HOE M W® & RQHIHHG E\ RXU \HDUO!
‘H FRPSHWH DQG ZLQ RYHU FXVWRPHUV E\ YLUWXH RI RXU SURGDN¥W KX QLWD LDQ G IWLKH PYDIQISCHWRIUR XRIUV B0 ® LFRHOH[LY SHUVRQQHO
DORQH ,Q OLQH ZLWK RXU FRPPLWPHQW WR LQWHJULW\ ZH KDYH HVWDEOLVKHG SROLFLHV DQG SURFHGXUHV WR SUHYHQW
GHWHFW DQG UHVSRQG WR DOOHJDWLRQV RU LQFLGHQWYV RI FRBUXISWHRY D@E XEVILEH 0D OOHGIRE QW $Q (RW HFELYSIIHVE HR/ MK WK P D Q (
SURFHGXUHV "LUHFWRUV UHFHLYHV D VHSDUDWH \HDUO\ WUDLQLQJ JLYHQ E\ O}

SUHYHQWLRQ DQG GHWHFWLRQ SURFHGXUHYV OHOH[LY EHOLHYHV LQ GRLQJ EXVLQHVV WKH ULJKW ZD\ KRQHVWC
HWKLFDO VWDQGDUGYV

OHOH[LV KDV VHYHUDO SURFHGXUHV LQ SODFH WR SUHYHQW GHWHFW DQG DGGUHVV DOOHJDWLRQV RU LQFLGHQWYV RI

FRUUXSWLRQ DQG EULEHU\ $V D VWDUWLQJ SULQFLSOH ZH KDYH ]EUJ;G@HQW\?ROHlWLFZRﬂ EEI?Q?WIJ'WR Q R L

EULEHU\ RU FRUUXSWLRQ DV PHQWLRQHG LQ WKH OHOH[LV &RGH R 0'UHOHI[L HUVRQQHO H

DQ\ LQFLGHQWYV RI EULEHU\ RU FRUUXSWLRQ WKURXJK RXU 6SHDN XS SURFHGXUH ZKLFK LV H[SODLQHG LQ IXUWKHU

GHWID O DQG ZKLFK LV LQ OLQH ZLWK WKH UHTXLUHPHQWY RI (XURSHDQ DQG DSSOLFDEOH QDWLRQDO ODZV
$OWHUQDWLYHO\ LQFLGHQWYV RI EULEHU\ DQG FRUUXSWLRQ FDQ EH LQYHVWLIJDWHG DQG KDQGOHG E\ RXU LQWHUQDO DXGLW

SURFHGXUHV ZKLFK DUH DOVR GHVFULEHG DERYH OHOH[LV LV FRPPLWWHG WR HWKLFDO EXVLQHVV SUDFWLFHV DQG
7KHVH SUDFWLFHV FRQWUDGLFW RXU FRUH YDOXHV DQG DUH QRW

OHOH[LV KDV D VHSDUDWH IXQFWLRQ RI LQWHUQDO DXGLWRU Ziyi |UWH B R P BMVW R QWK Hz 6 RIWG R LY BWRH MWRRAG ROGREXBBWQIRUP

&RPPLWWHH 6LPLODUO\ XQGHU RXU 6SHDN XS SURFHGXUH ZH KQY#HHRUR @XHR HIHW KMH GRYRWW LIG R B MWK R EKDLQ RI

PDQDJHPHQW LQYROYHG LQ WKH PDWWHU ZKR UHFHLYH LQYHVWLJDWH DQG IROORZ XS RQ DQ\ UHSRUWYV UHFHLYHG

6LQFH WKHUH DUH WZR FRQILGHQWLDO DGYLVRUV DSSRLQWHG Zd WK FHRHRY \R ZRFZE YNIBYRH WR UHFHLYH DQG

LQYHVWLIDWH DOO 6SHDN XS UHSRUWV RQH FDQ DOZD\V UHSRUW D FRQFHUQ WR DQ LQGHSHQGHQW LQYHVWLJDWRU ZKR LV

VHSDUDWH IURP WKH FKDLQ RI PDQDJHPHQW LQYROYHG LQ WKH DWW Y oHf HVWEZRF AR QUG QW IZK@ \BBO I EBRY LIVHUHSRUWY WKUR)

OHOH[LV *HQHUDO &RXQVHO DQG OHOH[LV ,QWHUQDO $XGLWRU yUHSRUWV FRQFHUQHG FRUUXSWLRQ RU EHWRGWVW DSFRHWHIKHQM QR (
ZHUH FRQYLFWHG IRU YLRODWLRQV RI DQWL FRUUXSWLRQ DQG DQ

JROORZLQJ WKH LQYHVWLIJDWLRQ RI D 6SHDN XS UHSRUW DQ DMV \RRYWHHEQ WHIOWO WHEP W W G (VER MY & ROEXEM LRIQVKU EULEHU\ D

D GHWDLOHG GHVFULSWLRQ RI WKH ILQGLQJV DQG DOO VXSSRUWLQJ GRFXPHQWV LQGLFDWLQJ ZKHWKHU WKH UHSRUW LV

ZHOO IRXQGHG RU XQIRXQGHG 6LPLODUO\ WKH ,QWHUQDO $XG kVWRIUKSRUYM ¥ HEDH I AV B UMIDHE RERD W &R LW kR ¥ RURWD RESY H WR WD
$XGLW &RPPLWWHH RQ ILQGLQJV RI FRQGXFWHG LQYHVWLJDWLRQV
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4: H\ PDWHUI DA WIRSBNAWROGHL HATIDYHPROWHQW[MIARABRO W W IRNWIQDQFH UHSRUW

SD\PHQW SUDFWLFHYV

$W OHOH[LV ZH YDOXH WUDQVSDUHQF\ DQG XQGHUVWDQG WKDW WLPHO\ SD\PHQWY DUH LPSRUWDQW HVSHFLDOO\ IRU
VPDOOHU EXVLQHVVHV ‘H EHOLHYH LQ EXLOGLQJ VWURQJ UHODWLRQVKLSV ZLWK DOO RXU VXSSOLHUV DQG WUHDWLQJ WKHP
IDLUO\ 7KDW LV ZK\ ZH FDUHIXOO\ UHYLHZ RXU SD\PHQW WHUPV FRQGLWLRQV WR HQVXUH ZH DUH SD\LQJ ZLWKLQ D
UHDVRQDEOH WLPH ZKLOH WDNLQJ LQWR DFFRXQW HIILFLHQW FDVK PDQDJHPHQW

2XU DQDO\WVLYV LQGLFDWHYVY WKDW RQ DM\WDWR \OHWWQN V@ NRY FDUFRIXIU&R P WKH GDWH

WKH FRQWUDFWXDO RU VWDWXWRU\ SD\PHQW WHUP EHJLQV 7KLV FDOFXODWLRQ ZDV GHULYHG XVLQJ DOO SD\PHQW
WUDQVDFWLRQV FDUULHG RXW RYHU WKH ODVW ILVFDO \HDU OHOH[LVY DSSOLHV DQ DXWRPDWHG EL ZHHNO\ SD\PHQW
VFKHGXOH

6WDQGDUG SD\PHQW WHUPV
$V GHVFULEHG XOHEOHJLY VWDQGDUG SD\PHQW WHUP LV GD\V QHW ZKLFK LV DSSOLFDEOH IRU DURXQG
RI DOO RXU VXSSOLHUV RI D®O OHQHHYL \2 ¢ XOSYSHULHIKH SD\PHQWYV DUH PDGH ZLWKLQ WKH
DJUHHG SD\PHQW WHUP 'XH WR RXU DXWRPDWHG EL PRQWKO\ SD\PHQW VFKHGXOH LQYRLFHV ZLWK GXH GDWHYV
IDOOLQJ EHWZHHQ SD\PHQW UXQV ZLOO LQHYLWDEO\ EH SDLG RXWVLGH WKH DJUHHG SD\PHQW WHUPV )RU WKLV UHDVRQ
OHOH[LY DSSOLHV D WKUHVKROG LQ LWV FDOFXODWLRQV IRU WLPHO\ SD\PHQWYV RI GD\V ZKLFK OHDGV WR WKH IDFW WKDW
RQ DYHU X OHOH[LV VXSSOLHU SD\PHQWYV DUH SDLG RXWVLGH WKH DJUHHG SD\PHQW WHUP ZLWK DQ
DYHUDJH RI RQO\ GD\V DERYH WKH WKUHVKROG $V RI OHOH[LV ZLOO JUDGXDOO\ FKDQJH WKH SD\PHQW
WHUP WRZDUGV GD\V HQG RI PRQWK ZKLFK ZLOO LQFUHDVH WKH HIILFLHQF\ RI WKH FDVK PDQDJHPHQW SURFHVYV
DQG ZLOO HQVXUH PRUH DOLJQPHQW ZLWK WKH DJUHHG SD\PHQW WHUPV RI WKH VXSSOLHUV

/HIDO SURFHHGLQJV IRU ODWH SD\PHQWYV
$V RI WKH UHSRUWLQJ J$RRIDR\GH VI BIOUBIHIBOHSURFHHGLQJYV LQ SURJUHVYVY UHODWHG WR ODWH
SD\PHQWYV



7DFOH RI $W D $FRXW 6EXVWDI QDELOLWM QDQFLDO
FROWHQWYV JODQFH DHOH[LV IIHSRUW IIHSRUW

ARKNDUHKROGHUYV

ODQDIHPHQW VWUXFWXUH

“wWRDUG RI '"LUHFWRUV

&RPPIWWHHYV

(THFXWIYH ODQDJHPHQW

EHPXQHUDWIRQ UHSRUW

RROLF\ RQ FHUWDLQ WUDQVDFWLRQV
JQWHUQDO FRQWURO DQG ULVN DVVHVVPHQW

SURFHGXUHV 1 Q UHODWLRQ WR ILQDQFLDO
UHSRUWLQJ

(OHPHQ\/\/\/ SHUWI QHQ\’\/ WR D WDNH RYHU ELG
$XGILWRU

&RRPSOIDQFH 71 WK WKH %HOJ_.DQ &RGH
RQ KRRIISRIIDWH *RYF{UQ[)QFF

$SSHOQGLJ



RRIUSFUDWH
IJRYHUQDQFH $SSHQGL]

7TDFOH RI $W D SFRXW 6EXVWDI QDELOLWYM QDQFLDO
FROWHQWY J10DQFH NHOH[LV IITHSRUW IITHSRUW

2XU FRUSRU|
JRYHUQDOQFF

'LWK WKH 5R\DO '"HFUHH RI 0D\ % ¢
WKH %HOJLDQ &RGH RQ &RUSRU
KHUHLQDIWHU é&RGH € ZDV LQWURG

UHIHUHQFH FRGH RQ FRUSRUDWH JRYHU
IRU DOO OLVWHG FRPSDQLHV LQ %HC

7KH IXO0 WH[W RI WKH &RGH ZHFFDIOVFHRIIRX K

%HOJII DO &RRUSRUDWH *RYHERMDIQER &®RPPILWVIKA
'XWFK

OHOH[LV &RUSRUDWH *RYHUQDQFH &KDWWHU
ZHEVLWH
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6KDUHKROGHUYV ODQDIJHPHQW VWUXFWXUH %RDUG RI 'LUHFWRUYV

OHOH[LV VHHNV WR JXDUDQWHH WUDQVSD UMHKMPWRQE G R DIUU AR WARXUQY/L BBIWIHRI® LQHV W KHR YW BDW HILE GLUHFWLRQ RI
ZLWK LWV VKDUHKROGHUV $FWLYH SDUWLBH®HMLMRQQRE WXKHHUKDVHKROIGHVWDRWH RI DOIDEGR ZGWEER DHWK[DYWLFOH RI OHOH[LV
HQFRXUDJHG E\ OHOH[LV ,Q RUGHU WR DFKLHYH WKLV JRDO WKH %RDUG RI 'LUHFWRUV FRQVLVWY RI DW OHDV
VKDUHKROGHUYV FDQ ILQG DOO LPSRUWD QW KH @& RIBIDG RD QW H BWRRILPD WL RY \RQY R KX G L QVIKW YA HJ R & R EEH UD/Q DSXHG L QY GEHFRSAHRQGWHAHWH LQ DFF I
ZHEVLWH OHOH[LV SXEOLVKHV LWV DQQXDDQEGHBRIRFYQRIWQARMHDQGHBERNYNWUDWLRQ &RRR LYHOIH D QKERGHERDERBPSDQLHY DQG $VVF
VWDWXWRU\ UHSRUWV TXDUWHUO\ UHVXO WR PPQ & WHHVI KOYB®FDQ M 6 ¥ OWRIG\DIX REWILR QL LRHFON RAUKH L% RFIRPG ARV HIGURIF /R UO/H D V W RI
ZHEVLWH LQ WKH VHFWLRQ ¢,QYHVWRU 5H&DW L\R QN ¢ HFHLOHRY PBRIOQJHIRWHKDW WKH DQG DW OHDVW RQH H[HFXWLYH PHPEHU ,QG
SXEOLFDWLRQ RI WKHVH UHSRUWY DQG LQIRUPDWLRQ EHQHILWV LWV WUXVW DV QRQ H[HFXWLYH GLUHFWRUV
EDVHG UHODWLRQVKLS ZLWK LWV VKDUHKRKGHENLDQ ® RWDKIHHEP H/QWD NRH IORIOGIHILW KDV EHHQ GHOHJDWHG E\ WKH %RDUG

RI 'LUHFWRUV WR WKH &KLHI ([HEXWLYH 21 7KH G L O FOMRLUN WUHRQSERRQWHG E\ WKH PDI
)XUWKHUPRUH OHOH[LV LV FRPPLWWHG W RF DXDWDRWHVH.EW WHBHHUFHKROIBMHUE\ KLV VRO B YQ XQDWXKDH H KW@ GO WWKHPHHWLQJ IRU D SH

ULJKWV IUDPHZRUN RI WKH GDLO\ PDQDJHPHQW )RIZIDDFWKR@OQQWXDW VYEO OHROROGHIH & PHHWLQJ
WKH VFRSH RI GDLO\ PDQDJHPHQW OHOH[LWUPHYDKRHGBO\LVHGR DVHQN.IPGWENRU GLUHFWR

I 6KDUHKROGHUV FDQ VXEPLW TXHVWLRWYRWRLWKHWVRPASDGW LDQN WRHQW O\ H[SLULQJ PDQGDWH FDQ EH UHDSSRLQWHG Z
ODWHVW VL[ GD\V SULRU WR WKH DQQXDO VKDUHKROGHUVé PHHWLQJ LQ WKH %HOJLDQ &RGH RI &RPSDQLHV DQG $VVEK

RUGHU WR KDYH WKRVH TXHVWLRQV D QKH RAKH B | G KWEXQW LW KH2 PIHAMUW QY DOVR WKH &KDLU RI WKH ([HFXWLYH

i $W WKH ODWHVW  GD\V SULRU WR W KD Q Q DHKMHQWK DAKHHK { B BXW V¥H 0DQDJHPH QWS KV WHHQY\S RQ VW E 8 H KR B IO(HBDEX\@UYH 211LFHU L
PHHWLQJ WKH DJHQGD DQG RWKHU U H®IKHDIQWLGRFKPRIADQ BH HZLWK WKH JORE D® RDVIEGD R H 1\U VOB WSKDDAD & DY JDMQKB[ H F X W L
SXEOLVKHG RQ RXU ZHEVLWH EXGJHWV DSSURYHG E\ WKH %RDUG RI 'LUHFRMRLG/ LV 0V )UDQORLVH &KRPEDU

i 6KDUHKROGHUV UHSUHVHQWLQJ DW OHDVW Rl WKH VKDUH FDSLWDO
KDYH WKH ULJKW WR DGG LWHPV DQG ®RHWHK\HROWWDRQ BKR S RVIDXOWLWHR 0DQDJHP HEW ®WRDBIE FRQVUBEOWRRY DLPV WR DFKLHYH
WKH DJHQGD DW WKH ODWHVW  GD\V \SULHRHQW® J WAKKIH DY(DQUXIRX YV ULVNV DQG RSSRUWKQVWWH\D QUK FWP\S RH FRREWDQLW\ EHWZHH

VKDUHKROGHUVé PHHWLQJ PLIKW HQFRXQWHU LQ WKH VKRUW PHGLXR®H RRWEHUNWHSRODR\GIXRGHOLQHYV WKH %R
i "XULQJ WKH DQQXDO VKDUHKROGHUYV & HGNDWL@U WKDWHKR/MEHPWDUH LQ SODFH WSRJRS RQMQI\DDQBZDGIGUHFWWRW KRUYHD SSRLQWP |
KDYH WKH ULJKW WR YRWH RQ HDFK LWHPNRQDW&HRB $RQ WX Q,IQVEBVH VKDUHKROGHUVé PHHWLQJ $V D UHVXOW Wk
WKH\ FDQQRW DWWHQG WKH PHHWLQJ WKH\ KDYH WKH ULJKW WR %RDUG RI 'LUHFWRUVY DOVR H[FHHGV WKH UH
DSSRLQW D SUR[\ KROGHU WKH %HOJLDQ &RGH Rl &RPSDQLHV DQG $VVHR
i 7KH PLQXWHV Rl WKH DQQXDO VKDUHKROGHUVé& PHHWLQJ ZLWK WKH WKLUG RI LWV PHPEHUV KDV WR EH RI D GLII|
YRWLQJ UHVXOWV ZLOO EH SXEOLVKHG RQ RXU ZHEVLWH DIWHU WKH
PHHWLQJ 7KH 'LUHFWRUV RI OHOH[LV DUH
1DPH $JH ([SLU\ PDQGIRWHWLRQ

&KDLU DQG QRQ H[HFX
GLUHFWRU

ODUF %LURQ 0DQDJLQJ GLUHFWRU

JUDQORLVH &KRPEDU

5RODQG 'XFKaWHOHW 1RQ H[HFXWLYH GLUHF
1RQ H[HFXWLYH DQG
LQGHSHQGHQW GLUHF\

1RQ H[HFXWLYH DQG
LQGHSHQGHQW GLUHF\

1RQ H[HFXWLYH DQG
LQGHSHQGHQW GLUHF\

6KLUR %DED

ODUWLQH %DHOPDQV

ODULD 3LD 'H &DUR



7DFOH RI SW D SFRXW 6XVWDI QDELOLWM QDQFLDO RRIUSFUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

OV )UDQORLVH &KRPEDU OU 5RODQG 'XFKeWHOHW OU ODUF %LURQ

BHUYHG DV SODQQLQJ PDQDJHU DW (OPRV *PE+EHMHQPD GULYRWH VKDUHKROGHU Rl WK#RBRBRSD G\HV UGIFHLRSHOBFWURQLF HQJLQHHU
WR JURP VKH VHUYHG DV RSHUDW L P@\G AKDQ/DY H U YCHQEG DO/L D HAWRIFWRU HYHU VLRSSOLHG VFLHQFHV LQ DW WKH 8QLYHUVL
DW VHYHUDO FRPSDQLHV ZLWKLQ WKH (OH[ JURXS ,Q VKH zZDV %LURQ EHJDQ KLV FDUHHU LQ WKH HOHFWUR
DSSRLQWHG &KLHI 2SHUDWLQJ 2IILFHU RI GHUQRLL W FOW KEKR BBEDWH 00U 'XFKoWHOHW VHMERYBGQIQOHDUHL RX VZKRWHVKR XHQG D QXPEHL
EHFDPH GLUHFWRU LQ .Q 0V &KRPEDE@DAWRKHRISORBEFR GHYHORSPHQW D QG \MDWNSAMLICRIGIR® VH Y HWD G DDRIQHZDV JLYHQ
PDQDJLQJ GLUHFWRU DQG FKLHI HIHFXWLYBGQRAIVPBO O$FW A8 DWKH W HVH FRWILR.E X W H G+0 @ OV K QWAR D UMQ XISQRI PADARD RMAKHHQW E XV L QH\
RI OU 5XGL 'H :LQWHU PLG )HEUXDU\ DAH P DFROQIG ® B VER U PAVQRWD FWXUHUY OLHWHRBQRADWWORQH®@ILXP KIWEMFDPH JOREDO GH)\
DQG FKLHI H[HFXWLYH RIILFHU 0V &KRPEDWRFR QW VQBOHA QH\HW I HYBPWBREQW VDOHWBROQDHHUIROBVICPIRRQ MEKH HIILFLHQW GHYH
XQWLO $XIXVW .Q VKH ZDV DSSRLQWHG DY\&KWRR RI OHWROH[LWDYV PDUNHWLQJ PDH®UBEOH SURGXFWY OHDGLQJ D WHDP RI
%RDUG RI 'LUHFWRUV 0V &KRPEDU LV FXUUHQWO\ LQGHSHQGHQW ERDUG

PHPEHU DW 8PLFRUH D JOREDO PDWHULDOM WKFKORERHW QRO IFGHIUHH LQ HOHFEW UR Q LKAH HEHIA MAHHH 9 B @IQ ® BHYKWBBIOLPD QD JHU
JURXS DQG D PHPEHU RI LWV UHPXQHUDW DFEG @IRFGE GIFWQROLFYE QG DQ 0%$ IURP WKBXMQIQHMW KWL W IDEBIE YHEGHG WKH UHVSRQVLE

VXVWDLQDELOLW\ FRPPLWWHHV 6KH LV LQGHSHQGHQW PHPEHU RI WKH ERDUG PDQDJHU LQ IRFXVLQJ RQ WKH ULJKW QH

DQG WKH (6* VWUDWHJI\ FRPPLWWHHV Rl 6RLWHF D FRPSDQ\ VSHFLDOL]HG KRZ ,Q 0U %LURQ ZDV DSSRLQWHG &KLF

LQ GHYHORSLQJ DQG PDQXIDFWXULQJ VHPLFRQGXFWRU VXEVWUDWHY ,Q $SULO OHOH[LV 6LQFH 0U %LURQ KDV EHHQ D Y
VKH EHFDPH ERDUG PHPEHU RI $06 D UHQRZQHG %HOJLDQ FRXUVH ¢cODMRU 3URMHFW LQ (OHFWURQLFVe

EXVLQHVV VFKRRO DQG LQ 0D\ VKH EHFDPH ERDUG PHPEHU RI

OHGLDILQ D %HOJLDQ PHGLD JURXS ,Q 6HSWHPEHU VKH EHFDPH

LQGHSHQGHQW ERDUG PHPEHU RI 6PDUW 3KRWRQLFV D SULYDWHO\ KHOG ,Q3
IRXQGU\ LQ WKH 1HWKHUODQGV 0V &KRPEDU LV PDQDJLQJ GLUHFWRU RI
BHQVLQQRYDW %9 D PLQRULW\ VKDUHKROGHU RI OHOH[LV DQG QRQ

H[HFXWLYH GLUHFWRU RI VHYHUDO RI LWV QRQ OLVWHG SRUWIROLR FRPSDQLHYV
OV &KRPEDU LV DOVR SUHVLGHQW RI WKH 67(0 SODWIRUP DQ DGYLVRU\

ERDUG WR WKH )OHPLVK JRYHUQPHQW DLPLQJ WR HQFRXUDJH \RXQJ

SHRSOH WR SXUVXH DQ HGXFDWLRQ LQ VFLHQFH WHFKQRORJ\ HQJLQHHULQJ
RU PDWKHPDWLFV DQG WR SURPRWH WKH LPSRUWDQFH RI 67(0 WR WKH
JHQHUDO SXEOLF 6KH KROGV D PDVWHU&@V GHJUHH LQ $SSOLHG /DQJXDJHV
I[URP WKH 8QLYHUVLW\ RI *KHQW



7DFOH RI SW D SFRXW 6XVWDI QDELOLWM QDQFLDO RRIUSFUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

OU 6KLUR %DED Ov ODUWLQH %DHOPDQV OV ODULD 3LD 'H &DUR

+DV  \HDUV RI SURIHVVLRQDO DQG PDQDJHWBQW HJSKHIL FQEHHQ DW .8 &DWKROLF 8QKYHHQMWWD\ VHYWHY IDY (93DWREDO 2SHUDWL
GLIIHUHQW ILHOGY UHODWHG WR WKH VH P DRVRVQ G WEVQRW DEX W IQHH \G\L Y + M LN\RAPDRIIMEHSES O L H G HRHIFRK® G L F 1 DG G6 K HKDIA H[WHQVLYH H[SHUL
KLV FDUHHU LQ ZLWK WKH VHPLFRQGXFMRQYBUYLRIQRQ RI +LWDFKL $V PDQDJHPHQW LQFOXGLQJ VWUDWHJI\ PDQXID
IURP KH KHOG VHYHUDO JHQHUDO PDQDJHPHQW SRVLWLRQV ZLWKLQ SODQQLQJ DQG ORJLVWLFV SURFXUHPHQW D
WKH +LWDFKL VHPLFRQGXFWRU GLYLVLRQ 6)IURFPH XQ@WH XDV EGHHQ IXOO SURIHVVRU DW WKH IDEXOW\ Rl HQJLQHHULQJ

%DED ZDV HPSOR\HG E\ 5HQHVDV 7THFKQRORBLEAEISY DVKHHQHBROUHQWO\ DOVR YLFH DW FVWR&D LR KDGB/X B DWULIREEN SIRHOALFEU ® \R 1. @ RUH W
PDQDJHU RI WKH DXWRPRWLYH VHPLFRQGXMXRH E X0 QHUMOXRIOQWV RRRQY D PDVWHU& Y Q B UBIDN IV Pk PKDHQFIDOHHULQJ PDQXIDFW)
RWKHUV DQG ODWHU DV ERDUG GLUHFWRUHRQIGQWHQLRU DR G+DV3& DV WQPHQIAMWH UL QD WFDHMEREHIW RP IBVAMXPYRYQLQJ FRQVXPHU JRR
ZDV SUHVLGHQW DQG &(2 Rl +LWDFKL 8/6, 6A\NWW H PV RIRU FEKH KOOWHPWDHWDVU URBEXVHG RQ WKRBBRG BUIRFFIWN UD Q*® REOMW DQG ORQGHOH] 0\

LQ WUDQVIHU SDUWLFXODUO\ LQ DSSOLFDWLRQVWRW O 8 AWWHHK LBVPHEKO®IQQFDO HQJLQHH
8QLYHUVLW\ RI 5RPH DQG LV DQ DYLG VXSSR
,Q $SULO OU %DED ZDV DSSRLQWHG LQGHSHQGHQW GLUHFWRU RI LQFOXVLRQ

OHOH[LV OU %DED REWDLQHG D PDVWHU&V GHJUHH LQ HOHFWULFDO DQG
SK\VLFDO HQJLQHHULQJ IURP WKH 7RN\R ,QVWLWXWH RI 7THFKQRORJ\ DQG LQ
HOHFWULFDO HQJLQHHULQJ IURP 6WDQIRUG 8QLYHUVLW\
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$SSRLQWPHQW DQG UHSODFHPHQW RIGREMAWRRUYJ RI WKH %RDUG Rl 'LUHFWRWXDWLRQ Rl WKH %RDUG DQG LWV &
7KH $SUWLFOHV RI $VVRFLDWLRQ $UWLFOHVKH D\QHU PRIOPIRZH QU WQ@FEHWRK HWKH % RDUG RAK HUH FRVRALVY B Q H VD B WWRAHWK RDUG R1 'LUHF\

OHOH[LV &RUSRUDWH *RYHUQDQFH &KDUWHIRBBRWDWE VS UQEFQFXHO&KDUWH U PRQLWRUHG DQG UHYLHZHG HYHU\ WKUHH \H
FRQFHUQLQJ WKH UH DSSRLQWPHQW LQGXFWLRQ DQG HYDOXDWLRQ RI SRVVLEOH LPSURYHPHQWY LQ WKH PDQDJHPF
GLUHFWRUV Q WKH %RDUG FRQYHQHG HLJKW W LLPHHWL B @ DWUSIHIDWM R G P B 8 RLQYJ OHG E\ WKH &
RWKHUV WKH IROORZLQJ WRSLFV

'LUHFWRUV DUH DSSRLQWHG IRU D WHUP QRW H[FHHGLQJ IRXU \HDUV E\ WKH ,Q WKH HYDOXDWLRQ VSHFLDO DWWHQWLRQ
DQQXDO VKDUHKROGHUVé PHHWLQJ ZKLFK FDQ)DQN®FU B ORWNHIVWY @& WIVURR DIGD YW X S i 7KH IXQFWLRQLQJ Rl WKH %RDUG RI 'LUF
DW DQ\ WLPH $Q DSSRLQWPHQW RU GLVPLVVDOQ LQDIXALIHY DQWGLPSOBOP D MRNM. WAR ZKLFK WEKRPRIRKWHNVH[SRVHG

RI WKH YRWHV FDVW i 6BWUDWHJILF UHYLHZ i 7KH WKRURXJKQHVV ZLWK ZKLFK LPSRUYV

i 'LYLGHQG SROLF\ SUHSDUHG DQG GLVFXVVHG

.l DQG ZKHQ D SRVLWLRQ RI D GLUHFWRU SUHPBWRUHW\IRHFRRHWQWPWOQ@DQFLDO \HDU i 7KH HIIHFWLYHQHVV Rl WKH LQWHUDFWL
ZLWKLQ WKH %RDUG WKH UHPDLQLQJ GLUHFW RSUAL VM WSJDWDHILO\ DSSRLQW D ODQDJHPHQW

QHZ GLUHFWRU XQWLO WKH DQQXDO VKDUHKR OGXSS\0) FKBWQ Q2 B §¥RUULDMHD\ QH Z i 7KH TXDOLW\ Rl WKH LQIRUPDWLRQ SUR"
GLUHFWRU 6DLG DSSRLQWPHQW ZLOO WKHQ EHKRBBXXNEDRNWKIHRDUBRGD RI i 7KH LQGLYLGXDO FRQWULEXWLRQ RI HDF

WKH QH[W DQQXDO VKDUHKROGHUVé PHHWLQJ 5HFRPPHQGDWLRQV RI WKH $XGLW &RPPLWWHH DQG WKH

1RPLQDWLRQ DQG 5HPXQHUDWLRQ &RFPAKIHVRWHHIDOO RXWFRPH RI WKH HYDOXDWLRQ
7KH 1RPLQDWLRQ DQG 5HPXQHUDWLRQ &RPPLWW6H! VNEPRWRHDGEWVRQNGR| WKH (6* &RPPRMOMEH WHFKQLFDO LQIRUPDWLRQ LQF(
UHFRPPHQGDWLRQ WR WKH %RDUG RQ WKH QRPLQDWLRQ RI GLUHFWRUV DQG PLWLJDWLRQ ZHOO RQ WLPH WR HDFK 'LUHF
HTXDOO\ PDNHV UHFRPPHQGDWLRQV WR WHKN %PLWI @ WKHOPDRX/QHD\D WLRQY HG IURP WKH PHHWLQJ RI WKH %RDUG
SROLF\ IRU GLUHFWRUV DQG WKH ([HEXWLYH ODUHFMWMRHQYWRQ $SULO



7TDFCH RI $W D SFRXW 6EXVWDI QDELOLWM QDQFLDO RRIISRUDWH

FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]
&SRPPLWWHHYV IRPLOQDWLRQ DQG 5HPXQHUDWLRQ &RE{PHPXWILYH ODQDJHPHQW
7KH 1RPLQDWLRQ DQG 5HPXQHUDWLRQ &RPPLWWHH ZKLFK TXDOLILHYV DV D
$XGLW &RPPLWWHH UHPXQHUDWLRQ FRPPLWWHH SXUVXDQW WR DUWLFOH RI WKH %HOJLDQ

7KH $XGLW &RPPLWWHH DVVLVWV WKH %RDIRGRIRLERPWRQVHWQ DWW/ $VVRFLDWLRQV DGYLVHV DPRQJ RWKHUV WKH
VXSHUYLVRU\ GXWLHV ZLWK UHVSHFW WR R U Q VRH UIQDHF WRENUFRQERQ QMW KWHKH ZD\ LQ ZKLFK WKH FRPSDQ\&V
EURDGHVW VHQVH LQFOXGLQJ WKH ILQDQRNVDODWHIR B VRIEQIH FDVL & HV FROLEEIG S QRWRWHG E\ DGRSWLQJ DQ DSSURSULDWH
FRPSDQ\eV &RUSRUDWH *RYHUQDQFH &KDU@RRLQRW LIRWWREGHIHP XRIHMIAVLRQ SURJUDP 7KLV FRPPLWWHH VXSHUYLVHYV
%HOJLDQ &RGH RI &RPSDQLHV DQG $VVRFLIWHRDHY HERISPHEBIW REIRPPRWWHIDWLRQ DOORFDWLRQ RI YDULDEOH
DOVR PRQLWRUV WKH DVVHVVPHQW DQG |ROHMRZQKNSY EW WK [ [HG XWKIHY BHQHUDO SHUIRUPDQFH ZLWKLQ OHOH[LV
0DQDJHPHQW RI WKH DXGLWRU&V UHFRPPHQGDWLRQV

7KH 1RPLQDWLRQ DQG 5HPXQHUDWLRQ &RPPLWWHH LV FRPSRVHG R
7KH $XGLW &RPPLWWHH LV FRPSRVHG Rl WWHKMHH) R@ ¢ HFFXWYNH PHPEHUV Rl ZKLFK D PDMRULW\ Rl LQGHSHQGHQW
PHPEHUV 0U 6KLUR %DED LQGHSHQGHQWGGIUHFMNRRLY DO\G RKDQORLVH &KRPEDU GLUHFWRU DQG &KDLU OV ODUWLQH
0U 5RODQG 'XFKEWHOHW GLUHFWRU DQG 80\D HIDROL@V3 LM GH&EQRHQW GLUHFWRU DQG o/ "W L P51 B AR @ pAPR F #LURQ .DUHQ ¥YDQ ~L
LQGHSHQGHQW GLUHFWRU LQGHSHQGHQW GLUHFWRU 7KH FRPPLWWHH KDV WKH UHOHYDQW H[SHUWLVH

UHJDUGLQJ UHPXQHUDWLRQ SROLF\ &RPSRVLWLRQ
$FFRUGLQJ WR DUWLFOH RI WKH %HOJLDQ &RGH RI &RPSDQLHV DQG 7KH ([HFXWLYH ODQDJHPHQW LV FRPSRVHG RI
$VVRFLDWLRQV WKH PHPEHUV RI WKH $XG I WHE&RPPILQDVWHHR Q \D Q & 5 R © K QHDUTHV LR Q &R
FRPSHWHQFLHV UHOHYDQW WR WKH VHFWRU L@ Q® LFFHKPEMON[ZWUN KRSHUBGWQ@W DOO opuk wLuro T T I T
DQG DW OHDVW RQH RI LWV PHPEHUV KDV D FRPSHWHQFH LQ DXGLWLQJ DQG
DFFRXQWLQJ %RWK OV 0DULD 3LD 'H &DUR @ Q G GILW I6KQ URRWDKED HRIRIFQVH Rl LWV OH
ZLWK WKH ODWWHU UHTXLUHPHQW WK U R X JW KW KHLOQHPINO & K D §RWDRUHN*RYHUQDQFH &K| -DUHQ YDQ *ULHQVY&RLHI )LQDQFLDO 21ILFHU
HISHULHQFH ,Q WKLV UHVSHFW ZH UHIHU D\GQRGVBKIP WERWOIWE RRJERBRLWWRH WKNLHZH ¢l 0FHQW +LOLIVPD@ELHI ,0QRYDWLROV 211LFHU
SUHYLRXVO\ PHQWLRQHG PHPEHUV LQ WKLV FKBERKH@HUDWLRQ DQG YDULDEOH UHPX(

0DQDJHPHQW

7KH &KLHI ([HFXWLYH 21ILFHU WKH &KLHI )LQD GNVMY \2PH G WUR IMWKKH YDULDEOH UHP XQ HUDWDR® PRIPWHKUH &@H UHSUHVHQWDWLYHV RI S
HIWHUQDO DQG LQWHUQDO DXGLWRU DUH LQYLWHGWWUDWKH DHWIROVFRHWKH OLPLWHG OLDELOLW\ %9 65/
$XGLW &RPPLWWHH WR ZDUUDQW WKH LQWHUDRQLRIHE HQ\&HEXQ WHHDQ BDEAXD RIXUDO &KP@IKLHI 2SHUDWLRQV 2IILFHU DG LQWHULP

$QWRQLXV 'XLVWHUWKLHI %XVLQHVV 2IILFHU

LQ

9HHUOH /R]JLH &KLHI 2SHUDWLRQV DQG ,QIRUPDYV

'LUHFWRUV DQG WKH ([HFXWLYH ODQDJHPHQW (YDOMDRQ RI WKH ([HFXWLYH 0DQDJHPHQW WHYpp BigEPEHY

VXFFHB\OLR@QLQJ
7KH $XGLW &RPPLWWHH PHW IRXU WLPHV LQ5HPX$HW PWPRRBUSRDHBH XSGDWH IRU 'XULQJ WKH \HDU WKH ([HFXWLYH ODQDJHPHC
SUHVHQW DW DOO WKH PHHWLQJV D QHZ OHDGHUVKLS VWUXFWXUH UHGXFLQJ

PHPEHUV $GGLWLRQDOO\ LQ WKH ODVW TXD
,Q DGGLWLRQ WR WKH H[HUFLVH RI LWV OHJDO SRZHUV DQG WKH GXWLHV OLVWHG LQWKH ([HFXWLYH ODQDJHPHQW 7HDP OHIW WKt

WKH OHOH[LV &RUSRUDWH *RYHUQDQFH &KDUWHU WKH $XGLW &RPPLWWHH FRPSRVLWLRQ LW FRQVLVWYV RI D GLYHUVH
UHYLHZHG DPRQJ RWKHUV ZRPDQ ZLWK GLIIHUHQW SURIHVVLRQDO EDF
i BWDWXWRU\ DXGLW IHHV GLYHUVLW\ WKH %RDUG RI 'LUHFWRUV VHHYV
i BHSRUWV RI WKH VWDWXWRU\ DXGLWRU DERYH PHQWLRQHG GLYHUVLW\ FULWHULD DU
i ,QWHUQDO DXGLW XSGDWHYV OHOH[LV LQ LWV VHOHFWLRQ SURFHVVHV DQC
i (6* &65" SODQQLQJ
|

&RGH RI &RQGXFW
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SHPXQHUDWLRQ UHSRUW

,QWURGXFWLRQ 7RWDO UHPXQHUDWLRQ 'LUHFWRUV UHFHLYH D IL[HG DQQXDO FRPSH(
7KH UHPXQHUDWLRQ RI WKH GLUHFWRUV D QIGHWXSS O[HFD\WILR'®l RD YEKHH{BHRXQHUDW LR QGERE EMKRAX BBXFK FRPBHQWKHMVLRQ LV LQGHSH
LV JRYHUQHG E\ OHOH[LVY UHPXQHUDWRRQ SR O HFWARULY KD @ B QH EHHF KRKLQYGIY OHDG WR WKSDH WH F WS IYW LURHP ¥ Q WHDIVWL ERDOMNG PHHWLQJV
RX1I ZHEVKUWHUHPXQHUDWLRQ SROLF\ ZDV DRREAYHGWKHVWBEOH RQ WKH QH[W SDJH FRPPLWWHHV WKH\ DUH PHPEHU RI ([HFXWLY
VKDUHKROGHUVé PHHWLQJ RQ 0D\ $ QHZ OHOH[LV DQ\ UHPXQHUDWLRQ IRU WKHLU PDQGDWH 5F
JUDQORLVH &KRPEDU ZDLYHG DQ\ UHPXQHUD!

UHPXQHUDWLRQ SROLF\ ZLOO EH SUHVHQWHG WR WKH DQQXDO VKDUHKROGHUYV
PHHWLQJ LQ 0D\

J)L[HG UHPXQHUDWLRQ 9DULDEOH UHPXQHUDWLRQ \ pRUGLQDBHOVLRQ CRWDO SURERLILES
LWHPYV HISHQVH UHPXQHUDWLROL[HG DQG YDU
1DPH SRVLWLRQ %DVH VDODU\ )HHYV 2WKHU EHQHIL\QH \HDU YD ULOXEMH \HDU YDULDEOH UHPXQHUDWLR
L[HG
JUDQORLVH &KRPEDU )
> > > e x® &2 x
1RQ H[HFXWLYH GLUHFWRU 9DULDEOH
. L[HG
5RODQG 'XFKaWHOHW )
x® e e e x® e e
1RQ H[HFXWLYH GLUHFWRU 9DULDEOH
6KLUR %DED - - - - - - L
,QGHSHQGHQW GLUHFWRU 9DULDEOH
ODUWLQH %DHOPDQV - - - - - - JLIHG
,QGHSHQGHQW GLUHFWRU 9DULDEOH
0DULD 3LD GH &DUR - - - - - - JLIE
,QGHSHQGHQW GLUHFWRU 9DULDEOH
L[HG
0DUF %LURQ )
x® x® e e e x® x® x®
([HFXWLYH GLUHFWRU 9DULDEOH
0DUF %LURQ &RQVXOWLQJ %9 JL[HG
SHUPDQHQWO\ UHSUHVHQWHG E\ ® ® ®
O0DUF %LURQ ([HFXWLYH &(2 9DULDEOH
JL[HG

([HFXWLYH ODQDJHPHQW H[FO
ODUF %LURQ &RQVXOWLQJ %9 &(2

9DULDEOH
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$SSOLFDWLRQ RI WKH SHUIRUPDQFH FULWHULD

D & (2 6KRUW WHUP FDVK ERQXV RQH \HDU YDULDEOH
7KH YDULDEOH UHPXQHUDWLRQ IRU WKH & ((@2KHVUMH VRO W \E RRX \5 MK BDWRIDQKRIZ\ DQ WKH WDEOH EHWRHE USHRYARSDXHH GUWRZRW O . WK H (%, 7
FDSSHG DW RI WKH DQQXDO IL[HG UHPXQURDWK @ V,WKLV PHORW WXWR WKHHWKRUW WHUP FDVK ERQXV ZLOO QRW EH SDLG RXW

HOHPHQWYV D VKRUW PHGLXP DQG ORQJ WHUPR

p OLQLPXP WKUHVKROEG o pxp SHUIRUPD@FBIHDVXUHG SHUIRU?@@BI@) VKRUW W

6KRUW WHUP A S A NI OB Y () - o URO &ROVXOWHEHRYHDQFH N
RYHU RQH ILQDQFLDO \HDU SHUIRUPDQFH FULWHHRRUHVSRQGLQJ . &RUUHVSRQGLQJ _ $FWXDO UHPXQHUQ_\@\:@QDVHV
OHGLXP WHUP LV EDVHG RQ SHUI UHPXQHUDWLRQ UHPXQHUDWLRQ RXWFRPH
PHDVXUHG RYHU WZR ILQDQFLDO \HDU 75 1w UHYH p SHYHQXH DQG (%,7 TBURE[WI-KQXH DQG (%7 JURZWBEURZWK ‘LVFUHWLRQDU\ LQFUHE
QXH 5HYHQXH JURZWK LI DSSOLFDEOH
/IRQJ WHUP LV EDVHG RQ SHUIRUFJURZWK DQG (%,7 JERZWr\ e c o
PHDVXUHG RYHU WKUHH ILQDQFLDO \F
7RWDO ERQXV ®

7KH FDVK ERQXV IRU WKH &(2 LV GHSHQGHQW RQuWKH DFILHYHPHRW RIKH 2R \HDU YDULDEOH
WDUJHW UHYHQXH JURZWK DQG WDUJHW (%Y RgWEW MRuVeHU MUY GRA 7 lpin@ WKH WDEOH EHORZ &RPSDUHG WR WKH UHY F
SHULRG ZKLFK DUH PHDVXUHG RQ D OHOH[}YR'MRK S R QV RO} G BWEEH BR VWY b w RI WKH PHGLXP WHUP FDVK ERQXV ZLOO EH SDL
EDVHG RQ ,)56 DFFRXQWLQJ VWDQGDUGYV 7KH VDPH WDUJHWV DUH XVHG IRU

WKH VKRUW PHGLXP DQG ORQJ WHUP ERQXQ (8 x

EHWZHHQ WKH ERQXVY DQG WKH UHFXUULQ LPXP WKUHVKROG SHURIFDP¥P SHUIRUPDQFH D OHDVXUHG SHUIRUPDQF

ODUF %LURQ &RQVXOWL%J %9

SHUIRUPDQFH FULWHULD
E &RUUHVSRQGLQJ UHPXQHHEDMRUIRUHVSRQGLQJ UHPXQHBDIMRXDO UHPXQHUDWLR

S5HYHQXH JURZWK

5H YHQXH DQG (%,7 JURZWK 5HYHQXH DQG (%.7 JURZWK (%,7 JURZWK
| | 7DUJHW UHYHQXH JRURZ 5HYHQXH JURZWK
DQG (%,7 JURZWK
E E
(%,7 7RWDO ERQXV
JURZWH
| /IRQJ WHUP FDVK ERQXV WKUHH \HDU YDULDEOH
7KH UHVXOWYV IRU SHUI ®PWARDQYKRZMPDLY WKH WDEOH EHORZ &RPSDUHG WR WKH UHYF
JURZWK ZDV 7KLV PHDQV WKDW RI WKH ORQJ WHUP FDVK ERQXV ZLOO EH SDLG

LQ (85

%LPXP WKUHVKROG SHUWDRICADRXPM SHUIRUPDQFH D OHDVXUHG SHUIRUPDQF
ODUF %LURQ &RQVXOWL %9

SHUIRUPDQFH FULWHULD
E &RUUHVSRQGLQJ UHPXQHEDMRIRGHVSRQGLQJ UHPXQHEDMMRXDO UHPXQHUDWLR

5HYHQXH DQG (%,7 JURZW, 5HYHQXH DQG (%,7 JURZWK (%,7 JURZWK
7DUJHW UHYHQXH JRIRZWK 6< d< 5HYHQXH JURZWK
DQG (%,7 JURZWK £ £

7TRWDO ERQXV
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E 2WKHU PHPEHUV RI WKH ([HFXWLYH ODQDJHRRQW WHUP FDVK ERQXV RQH \HDU YDULDEOH
7KH YDULDEOH UHPXQHUDWLRQ IRU WKH RWKH W PHRPEWVVIRU WKUY | RIBWFXYHRRAMP DLQ WKH WDEOH EHWRE UHRYARSDXHH GUWRZRW IO . WK H (%, 7
ODQDJHPHQW FRQWDLQV D VKRUW PHGLXPIDRBWKXRROD WHUEK RPEDRNOMKIYWDW RI WKH VKRUW WHUP FDVK ERQXV ZLOO EH SDLG RXW

LV FDOFXODWHG DV D SHUFHQW RI WKH IL[SIBUERV PIDUQHMHX QHKBDMWRARLF\ DOVR IRUHVHHY D GLVFUHWLRQDU\ DZDUG RI Rl WKH WRW
DSSOLHG RU DZDUGHG IRU WKH UHVXOWYV RI
6KRUW WHUP WR GHSHQGLQJ RQQZ(}§§|WKHU D FHUWDLQ

PHPEHU RI WKH ([HFXWLYH ODQDJHPH/{ OLQLPXP WKUHVKRO

D ¥ OD[LPXP SHUIRUPD@FBIHDVXUHG SHU|RU9@WB|¢ VKRUW W

SHUIRUPDQFH
EXVLQHVV FUHDWLRQ RU QRW LV EDV SHUIRUPDQFH FULWHULD = QXV LQFO GLV
PHDVXUHG RYHU RQH ILQDQFLDO \HD g &RUUHVSRQGLQJ _ &RUUHVSRQGLQJ _ $FWXDO UHPXQHUQ_\@F@QDVHV
OHGLXP WHUP LV EDVHG RQ SHUIR! UHPXQHUDWLRQ UHPXQHUDWLRQ RXWFRPH

HYH XH DQG (%,7 URIZWI-K XH DQG (%,7 BoZ WHBURZWK LVFUHWLRQDU\ LQFUHEL
PHDVXUHG RYHU WZR ILQDQFLDO \HDU 7pUJHW UHYHQXH JURZ Q S TB N Qe D]LéI:ZYHQXH JURZWK DSSOLFDEOQH N
/IRQJ WHUP LV EDVHG RQ SHUIRUP DQG (%,7 JURZWK = =

RYHU WKUHH ILQDQFLDO \HDUYV

,QGLYLGXDO WHDP SHUIRUPDQEFH

LQGLYLGXDO GLVlfUHWLRQDU\ E E
7KH VKRUW WHUP FDVK ERQXV LV FDOFXOEL
7TRWDO ERQXV
WDUJHWV RQ WKH EDVLV RI WKH IROORZLG R R X ol Ll
DOO PHDVXUHG RQ D OHOH[LV *URXS FRQVROLGDWHG EBMLMyBBPH& BR ¢ wWzR \HDU YDULDEOH
DFFRXQWLQJ VWDQGDUGY 7KH UHVXOWYV IRU SHU| PWADQKRZ\®DQ WKH WDEOH EHORZ &RPSDUHG WR WKH UHYF
JURZWK ZDV 7KLY PHDOV WKDW Rl WKH PHGLXP WHUP FDVK ERQXV ZLOO EH SDLG

RI WKH VKRUW WHUP RSSRUWXQLW\ LV EDVHG RQ WKH JORED
EXVLQHVV SHUIRUPDQFH PHDVXUHG Wg
Rl WKH WDUJHW UHYHQXH JURZWK DQ D OLQLPXP WKUHVKROG SHUIRILFADBXP SHUIRUPDQFH D OHDVXUHG SHUIRUPDQF
OHOH[LV DQG IROORZV WKH VDPH FD O I T

QGLQJ $FWXDO UHPXQHUDWLR
PHWKRG DV WKH VKRUW WHUP DZDUG E &RUUHVSRQGLQJ UHPXQHEBYNEREL L Uo W1 kY E RXWFRPH

RI WKH VKRUW WHUP RSSRUWXQLW' 7pUJHW UHYHQXH Jp) BHYK @ DQG (%,7 JURZWK 5HYHQXH DQG (%.7 JURZWK (%,7 JURZWK

LQGLYLGXDO WHDP SHUIRUPDQFH PHD (%.7 JURZWK RYHU SRYHOQXH JURZBIK
WZR ILQDQFLDO \HRUV E E
DFKLHYHPHQW RI SUH HVWDEOLVKHG

PHPEHUV RI WKH ([HFXWLYH 0DQDJHP 7RWDO ERQXV

)RU WKH PHGLXP DQG ORQJ WHUP FDVK ERng RGO oMBH L YL VK ERQXV WKUHH \HDU YDULDEOH
SHUIRUPDQFH DJDLQVW DSSURYHG ILQDQFL B8 WhHYIRWY JSUHLFBWHLPWIQQ' @pQ@ WKH WDEOH EHORZ &RPSDUHG WR WKH UHYF

JURZWK DQG (%,7 JURZWK LV WDNHQ LQWR PRIV APBwLrQ BE TRBEX 2V NG ¥H RI'WKH ORQJ WHUP FDVK ERQXV zLOO EH SDLG
VDPH FDOFXODWLRQ DQG DFKLHYHPHQW PHRV8SUHPHOW PHWKR

PHGLXP DQG ORQJ WHUP DZDUG RI WKH &( D OLQLPXP WKUHVKROG SHUJRICADPXP SHUIRUPDQFH D OHDVXUHG SHUIRUPDQF
SHUIRUPDQFH FULWHULD

O UHPXQHUDWLR

E &RUUHVSRQGLQJ UHPXQHHED&MMRIRUHVSRQGLQJ UHPXQHED&\&W

7DUJHW UHYHQXH Jp) BAWK QXH DQG (%,7 JURZWK 5HYHQXH DQG (%,7 JURZWK (%,7 JURZWK
DQG (%,7 JURZWK RYHU S5HYHQXH JURZWK
WKUHH ILQDQFLDO gHDUV E B

727%$/ %2186

&KDQJHV WKH ([HFXWLYH ODQDJHPHQW XQGHUZHQW LQ WKH FRXUVH RI UHJDUGLQJ LWV FRPSRVLWLRQ KDYH EHHQ WDNHQ LQWR FRQVLGHUDMW
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&RIUIUSRUDWH
IJRYHUQDQFH $SSHQGL]

7KH UHPXQHUDWLRQ SROLF\ RI OHOHJ[LV G

EDVHG UHPXQHUDWLRQ IRU GLUHEWRUV R $QQXDO FKDQJH LQ WKH UHPXQHUDWLRQ RI GLUHFWRUV DQG PHPEHUV RI WKH ([HFXWLYH ODQDJHPHQW
JLIHG UHPXQHUDWLRQ

(YROXWLRQ RI WKH UHPXQHUDWLRQ D gpyLpEOH UHPXQHUDWLROQ

SHUIRUPDQFHV RI OHOHJ[LV

7KH WDEOH EHORZ SURYLGHY DQ RYHUYLH

UHPXQHUDWLRQ GHYHORSPHQWY DQG SHU $QQXDO FKDQJH LQ WKH GHYHORSPHQWY DQG SHUIRUPDQFHV

UHPXQHUDWLRQ RI HPSOR\HHV DQG WKH U 3y|RUPDQFH FULWHULD (%,7

ORZHVW UHPXQHUDWLRQ RQ D IXOO WLPH

FRPSDUDELOLW\ WKH DQQXDO FKDQJH LQ

VLQFH WKH LPSOHPHQWDWLRQ RI 'LUHFWL 1HW SURILW

WKH HQFRXUDJHPHQW RI ORQJ WHUP VKDU §0QXD0O FKDQJH LQ WKH DYHUDJH UHPXQHUDWLRQ RI HPSOR\HHV

7TRWDO UHPXQHUDWLRQ

SHUIRUPDQFH FULWHULD UHYHQXH

6HYHUDQFH SD\PHQWYV

1R VHYHUDQFH SD\PHQWV ZHUH SDLG LQ 7KH DYHUDJH HPSOR\HH UHPXQHUDWLRQ ZDV FDOFXODWBEHYLWEKGWKHOQ KR BM UV W KIS R QW KB C
BHUVRQQHO H[SHQVHVY DQG DYHUDJH QXPEHU RI HPSOR\HHV LQFOXGLQJ YDULDEOH SD\ VRFLI
8VH RI FODZ EDFN SURYLVLRQV
, Q QR FODZ EDFN RFFXUUHG ,Q DFFRUGDQFH ZLWK WKH &RGH Rl &RPSDQLHV DQG $VVRFLDWSRQUVD WH & Hf HW D H IS & UMKV
&(2 DQG ORZHVW HPSOR\HH UHPXQHUDWLRQ ZDV WR
'"HYLDWLRQV IURP WKH UHPXQHUDWLRQ SROLF\

,Q WKHUH ZHUH QR GHYLDWLRQV IURP WgdoUl P XQiW BWHRLUBRABMHE RQ D OHOH[LV *URXS FRQVROLGDWHG EDVLV LQ WKH WD
SXEOLVKHG RQ WKH ZHEVLWH

9RWH RI WKH VKDUHKROGHUYV

7KH DQQXDO VKDUHKROGHUVé PHHWLQJ RI 0D\ KDV DSSURYHG

WKH UHPXQHUDWLRQ UHSRUW UHJDUGLQJ WKH ILQDQFLDO \HDU HQGLQJ RQ
'"HFHPEHU ZLWK D PDMRULW\ Rl WKH YDOLGO\ FDVW YRWHV ,Q
DFFRUGDQFH ZLWK WKH %&&$ DQG &RGH WKH %RDUG RI 'LUHFWRUV

XSRQ UHFRPPHQGDWLRQ RI WKH 5HPXQHUDWLRQ DQG 1RPLQDWLRQ

&RPPLWWHH ZLOO EH SURSRVLQJ D UHYLVHG UHPXQHUDWLRQ SROLF\ VXEMHFW
WR VKDUHKROGHU DSSURYDO DW WKH DQQXDO VKDUHKROGHUV PHHWLQJ LQ 0D\
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B3ROLF\ RQ FHUWDLQ WUDQVDFWLR®@QVLGHU WUDGLQJ 7KH SURFHVV RI LQWHUQDO FRQWURO LQ UH(
OHOH[LY GHYHORSHG DQ ,QVLGHU 7UDGLQJLYREDLVFHNG RF RPSD | RZQ VKZWEH SULQFLSOHYV

&ROIOLFWYV RI LOWHUHVW LQ WKH %R IXURSHDQIDQGNMHOJLDQ SURYLVLRQV RQ ,QVLGHU 7UDGLQJ DQG ODUNHW

$FFRUGLQJ WR DUWLFOH RI WKH %HOJLPEXERGHRW KIRP SBIQ BH¥ VD QB OLVW LV NHSW XS 'R 5 RWYHVRIDDO O FSMIRRSOH ZWWKH RI DVV

$VVRFLDWLRQV %&&$ D PHPEHU RI WKH %PmWGE HU L'DOHFMWBSRQKDELWRWLHY DV ZHOO DV DBOLRWHKHHG DR 5 R B DAKHROK DS VDYHG L

LQIRUP WKH RWKHU GLUHFWRUV DERXW D QD R/ RAQR WK WUIW QGH IR IRWEPDWLRQ UHODWH 8 QWRH WR WL VHOWHH MR ¥ KPH ISODQQLQJ (53

%RDUG WKDW ZLOO FDXVH D GLUHFW RU LQGLUHFW FRQIOLFW RI LQWHUHVW RI D OHOH[LV IXQFWLRQV

ILQDQFLDO QDWXUH WR KLP KHU ,Q WKLV RAKH GW U BRKWHURIV\E K FVWIHYOH G HFWWLRSW U 7 U D G i QP FFROIQAV LLYJ W\RU B QN DIF YWRWKHD UH UHJL\

FDQQRW SDUWLFLSDWH LQ WKH GHOLEHUDNERQHDRIGL ® R WG 1 @ R WKDW LRI} Q G D VWDQGDUGL]HG RSHUDWLQJ FKDUWV RI

LWHP i 7KH ILQDQFLDO LQIRUPDWLRQ LV SUHSD
%HIRUH WUDGLQJ DQ\ FRPSDQ\ VKDUHVY WKH PHPEWWW @V WBRE FKHRO\UGKRI DFFRXQWLQJ W

Q WKHUH ZHUH QR FRQIOLFWYV RI LQW H'UKHWWWRIRF BDQGUW K H V[ ISFXWLYH ODQDJHPHQW KDQWLWRHM RHOWI® MK¥ 2BHBGQZLGH

DUWLFOH %&&S OLJKW IURP WKH &RPSOLDQFH 2IILFHU DQG KDY&XBARHT KIS R W\® \E VWK R QG B QFEKHPDQDJH UV

WUDQVDFWLRQ KDV EHHQ FRPSOHWHG )XUWKHVYPWHN ZLG 6 RPHSOLLHZQ WH H ISUK SDUHG DQ:
5HODWHG SDUWLHY WUDQVDFWLRQV WKH VDPH OHJLVODWLRQ WKH PHPEHUV RI WKH QRDPG VRIL RIQUER VRRIHVVBIQG MKHLW WR W
3XUVXDQW WR DUWLFOH %&&$ FRPSDQ(HMW WY WH G DRYD WHKAHQWRIFW ZHOO DV WKHLU FO'RSHDOWPHR¥FLDWHG SHUVRQV
H[FKDQJH PXVW IROORZ D VSHFLDO SURFHGRYH EHR FIURWGHFLO ORWQKHRUHWUDQVDFWLRQ Vi D KR WH H *FOHRUEDIDL L QVIXQYFHY KROMBUMP HQW  V
WDNHQ RU RSHUDWLRQV DUH H[HFXWHG FRIHFMHUQVQIKDHE B \WHG VEIOH WHHOW LD Q )LQDQFLDO BHWY LFHRHD QI DWUYNH@D/O UHYLHZ EHIRLU
$XWKRULW\ ZKR ZLOO SXEOLVK WKHVH QRWLFH\RRQRONG ZWEGLWI®DQFLDO VWDWHPHQV

,Q WKHUH ZHUH QR HYHQWYVY UHVXOWLQJ LQ WKH DSSOLFDWLRQ RI DUWLFOH I $00 OHOH[LV VLWHV XVH WKH VDPH VRIW

%&E&ES &RPSOLDQFH ZLWK WKH OHOH[LV ,QVLGHU 7UDGW®H 3IRQLDOFLY O/ CHINRWJWHGFRQVROLGDW

DQG YHULILHG E\ WKH &RPSOLDQFH 2IILFHU I 5DQGRP FKHFNVY DUH PDGH WR DVVXUH VW

2WKHU WUDQVDFWLRQV ZLWK GLUHFWRUV DQG ([HFXWLYH a TUDQVDFWLRQV KDYH EHHQ VDYHG DV

ODQDJHPHQW ,QWHUQDO FRQWURO DQG ULVN DVVHV VFUHOMWDSNRE RGWKH N.QDRFLDO DFF
$V GHWHUPLQHG E\ WKH OHOHJ[LV &RUSRUDWHOFDY\NQ@IQQW@HIQQVDI—QJFLDO UHSRUWLQJ WKH ,)56 DFFRXQWLQJ SULQFLSOHV

PHPEHUV RI WKH %RDUG RI 'LUHFWRUV DQG WKH ([HFXWLYH ODQDJHPHQW a TUDQVDFWLRQV KDYH EHHQ DSSURYHG

KDYH WR UHIUDLQ IURP DQ\ DFWLRQ WK D W 7KRX D@GWHLLYBHODRR QRMSWRY \DIGRE IRIVN DVVHVVPHQ V8 lWRERG RU MK HQFBRSD@ALRQ WR
EHLQJ LQ FRQIOLFW ZLWK WKH LQWHUHVWWRH VBKRFRPSBRQ\LQOWFEHDRUHHBRUWLQJ DUH FRRUGLQDWHG E\ WKH &)2 6XFK
WUDQVDFWLRQ EHWZHHQ D GLUHFWRU RU [3UPRIFPHEGIXIUR N VKON K[ MPRXWQYNKUH WKDW WKHOHQBEQRLDDY VYBGREMALQH SWHEBDIDMGH 8 E\ WKH \
ODQDJHPHQW DQG WKH FRPSDQ\ KDV WR EHJHEBREOH G QVRUW R W L8RK@® IDQ 8 IWKDW WKH ARMWDYXHWW R IRW KK H.GDQBLPOQDJIJHPHQW RI

WKH %RDUG RI 'LUHFWRUYV UHSRUWLQJ LQ FRQIRUPLW\ ZLWK WKH ,)56SIRZAHRXQ WU I) I S D Q YH.GE WHRVPIWPEHUYV RI WKH (

JXDUDQWHHG UHSUHVHQW OHOH[LV LQ PDWWHUV WKDW UH
,Q WKHUH ZHUH QR WUDQVDFWLRQV EHWZHHQ WKH FRPSDQ\ DQG LWV WKH\ DUH UHVSRQVLEOH )RU DFWLRQV WKDV
GLUHFWRUV RU D PHPEHU RI WKH ([HFXWLYH ODQDJHPHQW LQYROYLQJ D GDLO\ PDQDJHPHQW WKH FRPSDQ\ LV YDOLG
FRQIOLFW RI LQWHUHVW $00 UHODWHG SDUW\ WUDQVDFWLRQV ZHUH PDGH RQ GLUHFWRUV DFWLQJ WRJIJHWKHU

WHUPV HTXLYDOHQW WR WKRVH WKDW SUHYDLO LQ DUP&V OHQJWK WUDQVDFWLRQV
,Q WKH HYHQW Rl GHWHFWLRQ RI FHUWDLQ G
UHSRUWHG WR WKH ([HEXWLYH ODQDJHPHQW
DSSURSULDWH PHDVXUHV FDQ EH WDNHQ



7DFOH RI SW D SFRXW EXVWDI QDELOLWM QDQFLDO RRIUSFUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

7KH ULVN DVVHVVPHQW LQ FRQQHFWLRQ ZIEWK WKH HMUNQDREF VDU MSRUWLQI AVIHU R SKWFKRIWWALHYY RI WKH %RDUG RI "LUHFEW
EDVHG RQ WKH IROORZLQJ SULQFLSOHYV 7KH $SUWLFOHV RI $VVRFLDWLRQ FRQWDLQ RB WHVVERLFMW IER QW ZRQ WKKHUWUDQVIHU RI

WKH VKDUHV 7KH %RDUG RI 'LUHFWRUV LV7KH WEKWNUPRWY RIRW WRPIUMWVRRRQER QRW PHQ
5LVNV WKDW WKH FRPSDQ\ LV FRQIURQWM® ZILFWKLBQN GRIS\RAVHEHB\ DPE RQ WKH WUWDQWHG RIRVWE HHYRB\UBQR| 'LUHFWRUV WR |
PRQLWRUHG ZLWK WKH UHVSRQVLEOH \BKWHIQR/ORBIHW K H[E HEWUIHQWKH IUDPHZRUN Rl PDUNHW DEXVH UHJXODWLRQV
IXQFWLRQV Rl WKH FRPSDQ\ 7KH %RDUG RI 'LUHFWRUV LV DXWKRUL]JHG E\
%\ XVLQJ DQ DXWRPDWHG (53 VIVWHP SWIKHVUHVSRQNDEOR GHUNRQY[HUFLVH Rl ORHWLRU RLJKVRYHPEHU WR DFTXLUH RZC
RI WKH IXQFWLRQV KDYH SHUPDQHQW (DFFKHV KDWRI \W R M/ IL MQIDHQF MK KROGHU WR RPRIPSRWH HIKMKHUWE EOHMWI\ RU E\ D SHUVRQ
LQIRUPDWLRQ ZLWK UHJDUG WR WKHLBVXRFMDLRIOR R B RRRWQD WR QIRQUHVWULFW LR Q® DRRH VE X MW RROWE QK DUOLIJ R WW KOH) ERHPSDIQ\ RU E\
FRQWUROOLQJ DQG GLUHFWLQJ SXUSRMDUEIKEKK GHIU FD® WRHW KK KLY YRWLQJ WKH WNDRULRYLBHEUWKP@®HKH LM YDOLGDQG r
EXVLQHVV DFWLYLWLHV DGPLWWHG WR WKH DQQXDO VKDUHKROGHBRPBBQWHQIDRGGCS KV R ALIDIWIWR/QKDYKH FRPSD(
&ORVLQJ WKH DFFRXQWYV DW WKH HQGQRWH EHHQPWRWOMBK QGHGD@XWIN XDQW WR DUWRPOR Z IR IWARD GUWLRQNVIRU WKH DFTXLVLWIL
WKDW WKH ILQDQFLDO FRQVHTXHQFHV$RV R WERQWWIKH G RRYNY\ LWHHQWLWOH® IWBRI WKFOHQG WRHWKHUWFHOHLPIQWSKRGH RI &F
PRQLWRUHG FORVHO\ WR EH DEOH WR WLQWWNL B DAWH BRI VER N HDFRXYUHWWIHY EHORQVYVRF WDRVYRPMUDO RZQHUV XQWLO RQH

HYROXWLRQV SHUVRQ LV DSSRLQWHG WRZDUGYV WKH FRPSDQ\ DV UHSUHVHQWDWLYH RI WKH
7KH ILQDQFLDO UHVXOWY DUH DOVR UMMEMBHW\PRQWKO\ RQ D JOREDO I 7KLY DXWKRUL]DWLRQ DOORZV WKH FRP:
OHYHO PD[LPXP RI RI' LWV RZQ VHFXULWLHV F

$ GDWD SURWHFWLRQ V\VWHP EDVHG RR BQWIFOLQY XRWRIWEDWKH DQQXDO VKDUHKROGHBKD@BHHWLQJ XVLQJ YRWLQJ
LOQWHUQDO DQG H[WHUQDO EDFNXS RIWOWW\W Q® WKHKABQMRI REBXQUVWIHY WKDW KD YHK G R BHHNQ WHB®R RWBG/KQ UFHXHQ WKH 1L
DFFHVV ULJKWV WR LQIRUPDWLRQ SURWPHRWQ WRKHRRRGDSDFH ¥LWK WKH $UWLFOHV RI BYXWKRIDLWDWQ RO BXXMW WDIMWHHSODFH DW

LQIRUPDWLRQ DQG JXDUDQWHHY WKH BRQWLQXLW\ RI WKH ILQDQFLDO FRPSO\ ZLWK WKH OHJDO UHTXLUHPHQW
UHSRUWLQJ 7KH DGHTXDF\ DQG LQWHJULW\ RI WKHVH ,7 VIVWHPV FDVH QRW EH PRUH WKDQ EHORZ WKH
DQG SURFHGXUHV DUH UHYLHZHG UHJX®BUVORDUG LV QRW DZDUH RI DQ\ RWKHU UHVWWIKHVQBQW MPKSIRMH\GWEL DAL DD RGD\V SULRL
,Q DFFRUGDQFH ZLWK WKH %HOJLDWKEHRBH BRLY¥ R URSIRVWMWIHQJ ULJKWYV PRUH WKDQ DERYH WKH KLIKHVW FOR\
*RYHUQDQFH OHOH[LV KDV VHW XS DQ LQWHUQDO DXGLW IXQFWLRQ WKLUW\ WUDGLQJ GD\V SULRU WR WKH D
ZKRVH UHVRXUFHV DQG VNLOOV DUH DGIDSMNWHGHWRVEVNERV) WKHKDUHKROGHUV I 7TKH FRPSHQVDWLRQ IRU WKH DFTXLVLWI
ILQDQFLDO UHSRUWLQJ DQG WKH ULVN RIBD QRIHPEH QW 'RUMAMRUY LV QRW DZDUH RI DQP DV QHRMPH{PMWH® MRCH FRPSDQ\ V UHVRXU
FRPSDQ\ 7KH $XGLW &RPPLWWHH UHFMKDHWIWOROMBHIRGWKDW PD\ UHVXOW LQ UHVWULPBPWERQE® IR W EHWKUPWOW LIFO HR | R1 WKH

VXPPDU\ RI WKH LQWHUQDO DXGLW DFWHKFXWIWMVHYV RU WKH H[HUFLVH RI YRWLQJ ULJKWRPSDQLHYVY DQG $VVRFLDWLRQV DUH HC
I 7KH DFTXLVLWLRQ RI WKH VKDUHV LQ Wt

(OHPHQWY SHUWLQHQW WR D WDNHPRYHBHEWG/ WR WKH $UWLFOHV RI $VVRMDXWKREQIDWLRQ ZLOO HQWDLO WKH LPP

7KH $UWLFOHV RI $VVRFLDWLRQ FDQ EH DPHQGEGVEAURL @ X WDUEMMRUGHQYBUYH ¢DFTXLVLWLI

&DSLWDO VWUXFWXUH *HQHUDO OHHWLQJ LQ DFFRUGDQFH ZLWK WKH %WHKGJLOREDRGHXRIFKDVH SULFH RI WKH DI
7KH UHJLVWHUHG FDSLWDO RI OHOH[LV 19 RRREQWIWVHW R Q85 $VVRFLDWLRQV (DFK DPHQGPHRWQVRRWRH EWWGHOHAD RIURP WKH DYDI
DQG LV UHSUHVHQWHG XDO VKDUHV ZLWKREWRBRBUDYWILGRXH LQFOXGLQJ FDSLWDO LQFUHDYVHVHHRDWMLRXRWDRRRQ BHYWHUWLEXWDEOH U
7KH VKDUHYVY DUH LQ UHJLVWHUHG RU QRQ BBWHULBOVIRQYRB D ZLQGLQJ XS LQ JHQHUDO UH®®LIRLY DWQORQW DYCWRFH KDUHYV DUH K

TXRUXP RI RI WKH VXEVFULEHG FDSLWDO DQG DFFHSWDQFH E\ D

TXDOLILHG PDMRULW\ RI RI WKH YRWHYV FOMWD XWKR WMWDWQRQW FDMRGLWU D SHULF
UHTXLUHPHQWY KDYH WR EH FRPSOLHG ZLWKELC) BPDQMXREHR IRV KIDW BWFUXERQ LQ WKH %I
DV WKH PRGLILFDWLRQ RI WKH FRUSRUDWHHFEHWEHW RU WKH FRPSDQ\ IRUP



7DFOH RI SW D SFRXW 6XVWDI QDELOLWM QDQFLDO RRIUSFUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

7KH FRPSDQ\ FDQ GLVSRVH RI RZQ VKDUHVERPFORUGLORHAHZILWK DNWHFOH 9% HOJLDQ &RGH RQ
RI WKH %HOJLDQ &RGH RI &RPSDQLHV BRUBSNBPLWWMLRRYHUQDOQFH

,Q '"HFHPEHU OHOH[LY VWDUWHG D VKDOHOEBXL ¥ BCARHSURRWDIROIDQW VKDUHV RSWLRQV RU RWKHU ULJKWV WR DFTXLUH
PRUH GHWDLOV RI ZKHIRKWEAD Q EH HPEMH® VKDUHV WR WKH PHPEHUV RI LWV ([HFXWLYH ODQDJHPHQW &RQWUDU\ WR
WKH OHOH[LV *URXS ZDV LQ WKWHKBRWYHMY MRKIFRPPHQGDWLRQ RI WKH &RGH WKH PHPEHUV RI WKH

UHJLVWHUHG FDSLWDO Rl WKH FRPSDQ\ ([HFXWLYH ODQDJHPHQW DUH QRW UHTXLUHG WR KROG D PLQLPXP
WKUHVKROG Rl VKDUHV LQ WKH FRPSDQ\ OHOH[LV VWURQJO\ EHOLHYHV LQ WKH

7HUPLQDWLRQ RI PDOQDJHPHQW DJUHHWHO) BHWHUPLQDWLRQ WKHRU\ E\ (GZDUG / 'HFL DQG 5LFKDUG 0 5\DQ

$00 PDQDJHPHQW DJUHHPHQWY ZLWK WKH PHPFERORRIVWKHD WWHWKWIBXQH YHUVLW\ Rl 5RFKHVWHU DUJXLQJ WKDW

ODQDJHPHQW SURYLGH IRU D VHYHUDQFH SAIROWQQYYHIQTWKDE ADR GWVZADPYHDYH GHWULPHQWDO HIIHFWV RQ LQWULQVLF

PRQWKV IL[HG UHPXQHUDWLRQ LI WKH PD @RIMIPYOM. RPQUAHABYWYLW\ DQG LQQRYDWLRQ :LWKLQ OHOH[LV ZH IRFXV RQ

WHUPLQDWHG GXH WR D FKDQJH Rl FRQWURQWULQVLF YDOXH FUHDWLRQ IRU WKH FRPSDQ\ WKH VKDUH SULFH LV D UHVXOW
WKHUHRI 7KH ILQDQFLDO QXPEHUV ZKLFK LPSDFW WKH OHYHO RI WKH

2WKHU HOHPHQWYV EXVLQHVV FRPSRQHQW RI WKH YDULDEOH UHPXQHUDWLRQ L H UHYHQXH

7KH FRPSDQ\ KDV QRW LVVXHG VHFXULWLHYURIZWK \DSHF I( % 07 FIRIRWWRO DULH KWSRUWDQW HOHPHQWY GULYLQJ WKH

1R DJUHHPHQWY KDYH EHHQ FRQFOXGHG EMIWIZXDB\WLRKQHRF R\PKSHD G RPRMQOAWSN VXFK ZH EHOLHYH WKHUH LV D FOHDU

GLUHFWRUV RU HPSOR\HHV SURYLGLQJ IRUDD IFRPPSHDW EWMMZH HQ DKD HKREOWUV RQ WKH RQH KDQG DQG PDQDJHPHQW

RI D WDNH RYHU ELG WKH GLUHFWRUV UH\DLQ®@ WK HD UHOR] GWH FRFPXDEMIVRQ WKH RWKHU

ZLWKRXW YDOLG UHDVRQ RU LI WKH HPSOR\PHQW RI WKH HPSOR\HHV LV

WHUPLQDWHG $OVR GLUHFWRUV GR QRW UHFHLYH VKDUHV LQ WKH FRPSDQ\ DV SDUW RI WKHLU
UHPXQHUDWLRQ 7KH ODWWHU GHYLDWHV IURP UHFRPPHQGDWLRQ RI WKH
$XGLWRU &RGH IRU QRQ H[HFXWLYH 'LUHFWRUV 7KH SXUSRVH RI WKH

UHFRPPHQGDWLRQ LV WR EHWWHU DOLJQ WKH LQWHUHVWY RI QRQ H[HFXWLYH
3Z& %HGULMIVUHYLVRUHQ %9 ZKRVH UHJLGWHKHHWEGRRIVLEHWMK WKW XOIRWQE GVBIWP VKDUHKROGHU LQWHUHVW $W OHOH[LV WKDW
&XO00OLIJDQODDQ ODFKHOHQ OLVWHG IORYWXMWBHPLYKHIHKROGHDGHUVSHFWLYH LV VXIILFLHQWO\ UHSUHVHQWHG RQ
(QWLWLHV RI %UXVVHOV ZLWK FRPSDQ\ QXWHKHU%»RDUG RIZDVYHFWRUV VLQFH WZR GLUHFWRUV RQH RI ZKRP LV &KDLU
DSSRLQWHG DV VWDWXWRU\ DXGLWRU R WXWHHFIRFPSSFOWWN DWW OLQREHUHFQVY VKDUHKROGHUV RI WKH FRPSDQ\

/IHHXZH DXGLWRU ZDV DSSRLQWHG DV WKH SHUPDQHQW UHSUHVHQWDWLYH RI
WKH DXGLWRU



7TDFOH RI $W D SFRXW (iX\/\I\IDIQDELOL ')\IQDQFLDO RRIUSRUDWH
FROWHQWYVY J0ODQFH NHOH[LV IIHSRUW UHIRUW JRYHIUIQDQFH $SSHQGL[

RROQVROILGDWHG ILQDQFLDO VWDWHPHQWYV
T1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWYV



7TDFCH RI $W D SFRXW EXVWDI QDELOLWM QDQFLDO RRIISRUDWH
FROQWHQWYV JODQFH OHOHJLV IITHSRUW IUIHSRUW JRYHIQDQFH .‘FQ,QHQGL[

&RQVROLGDWHG
VWDWHPHQWYV

EROQVROILGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ
&ROQVROLGDWHG LQFRPH VWDWHPHQW

RIFRPSUHKHQVLYH LQFRPH

ERQVROILGDWHG VWDWHPHQW RI FKDIQJHYV LQ HTXLW\
RRQVROIL GDWHG VWDWHPHQW RI FDVK IORZV
SHVXOW RIL RSHUDWLRQV

ILQDQFEILDO VWDWHPHQWYV



7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

&RQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVL

$VVHWV 1RWH ILDELOLWLHV
&XUUHQW DVVEBWK DQG FDVK HTXLYDOHQWV $ &XUUHQW OLDELMUMVICHVWLYH ILQDQFLDO LQVWUXRHQWYV
$FFRXQWY UHFHLYDEOH A&WUDG k& &XUUHQW SRUWLRQ RI ORQJ WHYP GHEW ®
$VVHWV IRU FXUUHQW WD][ ( /HDVH /LDELOLWLHV
,QYHQWRULHV ) $FFRXQWV SD\DEOH & WUDGH  /
2WKHU FXUUHQW DVVHWYV * 6KRUW WHUP HPSOR\HH EHQHILWYV DFFUXDOV
7RWDO FXUUHQW DVVHWYV $FFUXHG WDI[HV (
1RQ FXUUHQW 'BIVWBWH/G WD[ DVVHWYV ( 2WKHU FXUUHQW OLDELOLWLHV /
2WKHU QRQ FXUUHQW DVVHWYV + "HIHUUHG LQFRPH 1
3URSHUW\ SODQW DQG HTXLSPHQW 7RWDO FXUUHQW OLDELOLWLHV
,QWDQJLEOH DVVHWYV - 1RQ FXUUHQW ORDELWHWRHAHEW OHVV FXUUHQW SRUWLRQ
/HDVHG DVVHWYV ) /HDVH /LDELOLWLHV
7RWDO QRQ FXUUHQW DVVHWYV 2WKHU QRQ FXUUHQW OLDELOLWLHV
7RWDO DVVHWYV "HIHUUHG WD[ OLDELOLWLHV

7RWDO QRQ FXUUHQW OLDELOLWLHV

(TXLW\ 6KDUHKROGHUVé FDSLWDO

5HVHUYH WUHDVXU\ VKDUHYV &

/HIDO UHVHUYH

5HWDLQHG HDUQLQJV

&XPXODWLYH WUDQVODWLRQ DGMXVWPHQW
(TXLW\ DWWULEXWDEOH WR FRPSDQ\ RZQHUV

1RQ FRQWUROOLQJ LQWHUHVW

7TRWDO HTXLW\ =
7TRWDO HTXLW\ DQG OLDELOLWLHV

7KH DFFRPSDQ\LQJ QRWHV WR WKLV FRQVROLGDWHG VWDWHPHQW
WKHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV



7DFCH RI $W D SFRXW EXVWDI QDELOLWY QDQFLDO RRUSRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]

&ERQVROLGDWHG LQFRPH&RQVROLGDWHG
VWDWHPHQW RI FRPSUHKHQVL

VWDWHP
YH LQFR

7RWDO UHYHQXH 3 1HW SURILW RU ORVV

&RVW RI VDOHYV 4 2WKHU FRPSUHKHQVLYH LQFRPH

*URVV PDUJLQ 5HF\FODEOH LWHPV RI SURILW RU ORVV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV 5 &XPXODWLYH WUDQVODWLRQ DGMXVWPHQW

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV 56 1RQ UHF\FODEOH LWHPV RI SURILW RU ORVV

6HOOLQJ H[SHQVHV 7 5HPHDVXUHPHQW RI SRVW HPSOR\PHQW EHQHILW REOLJDWLRQV DIWHU #D]|[
,QFRPH IURP RSHUDWLRQV (%,7 7TRWDO RWKHU FRPSUHKHQVLYH LQFRPH IRU WKH SHULRG

JLQDQFLDO FKDUJHV 8 7TRWDO FRPSUHKHQVLYH LQFRPH DWWULEXWDEOH WR

3URILW RU ORVV EHIRUH WD] RZQHUV Rl WKH SDUHQW

L, QFRPH WD] ( 1RQ FRQWUROOLQJ LQWHUHVWYV ® ®

1HW SURILW RU ORVV IRU WKH SHULRG
7KH DPRXQWY LQFOXGHG LQ RWKHU FRPSUHKHQVLYH LQFRPH DUH

(DUQLQJV SHU VKDUH DWWULEXWDEOH WR WKH RUGLQDU\ HTXLW\ KROGHUV RI WKH SDUHQW

(DUQLQJV SHU VKDUH QRQ GLOXWHG

(DUQLQJV SHU VKDUH GLOXWHG

7KH DFFRPSDQ\LQJ QRWHV WR WKLV FRQVROLGDWHG LQFRPH VWDWHPHQW IRUP DQ LOQWHJUDO SDUW RI WKHVH
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV



7DFCH RI $W D SFRXW EXVWDI QDELOLWY QDQFLDO RRUSRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]

A& RQVROLGDWHG )LQT QA LITRW AW DWRHPEHH WR/OQVROILGDWHG )LOQDQFLDO 6WDWHPHQWYV

&RQVROLGDWHG VWDWHPHQW RI FKDQJHV LQ HTX
LQ(8s 1XPEHURIVKDUKKDUH FDSLWDO /HIDO UNVHUYSHWDLOHG HISHYLH WUHDVXUL VKDUKY 475 1RQ FROWUROOLQI LOWHBNAND 1Ly

'"HFHPEHU &
1HW LQFRPH *® & & =] ®
2WKHU FRPSUHKHQVLYH LQFRPH -] & ® & &
'LYLGHQGV *® & & a® &
'"HFHPEHU =]
1HW LQFRPH *® & & *® &
5HVHUYH WUHDVXU\ VKDUHYV ES £ ES ES £
2WKHU FRPSUHKHQVLYH LQFRPH <] & & &
'LYLGHQGV *® ® ® *® &
'"HFHPEHU

,Q " HFHPEHUOHOH[LY LQLWLDWHG D VKDUH EX\ EDFN SURJUDP RI LWV RXWVWDQGLQJ FRPPRQ VWRFEN IRU XS WR WKRXVDQG VKD
IRU D WRWDO DPRXQW RI (85 PLOOLRQ RU VKDUHV SHU '"HFHPEHU $Q DPRXQW RI (85 PLOOLRQ LV LQFOXGHG LQ WK
SXUFKDVH RI VKDUHV E\ WKH LQGHSHQGHQW ILQDQFLDO LQWHUPHGLDU\ ZKLFK ZHUH QRW VHWWOHG E\ OHOH[LV DV SHU '"HFHPEF



7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO RRIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

&§RQVROLGDWHG VWDWHPHQW RI FDVK IORZYV
QGLUMFW PHWKRGLQ (85 LRWK  QGLUMFWPHWKRGLO (85 lRWK

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHV &DVK IORZV IURP LQYHVWLQJ DFWLYLWLHV

1HW SURILW $FTXLVLWLRQ RI VXEVLGLDU\ QHW RI FDVK DFTXI$YHG ®

$GMXVWPHQWY IRU RSHUDWLQJ DFWLYLWLHV 3XUFKDVH RI SURSHUW\ SODQW DQG HTXLSPHD®@WG

8QUHDOL]JHG ILQDQFLDO UHVXOW 8 3XUFKDVH RI LQWDQJLEOH DVVHWYV -
2WKHU SURYLVLRQV 2 ,QWHUHVWYV UHFHLYHG 8
'"HIHUUHG LQFRPH 1 ,QYHVWPHQWYV SURFHHGV IURP FXUUHQW LQYHVWPHQWYV &®

'"HSUHFLDWLRQ DQG DPRUWL]DWLRQ IHW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV

'"HSUHFLDWLRQ OHDVHG DVVHWYV &DVK IORZV IURP ILQDQFLQJ DFWLYLWLHYV

JLODQFLDO UHVXOW 8 5HSD\PHQW OHDVLQJV

,QFRPH WD[ H[SHQVH LQFRPH ( 3URFHHGV Rl ORQJ WHUP GHEWYV <

2SHUDWLQJ FDVK IORZ EHIRUH ZRUNLQJ FDSLWDO FKDQJHV PSDFW RI H[FKDQJH UHVXOWVY RQ ILQDQFLQJ LWHPV

$FFRXQWYV UHFHLYDEOH QHW & 'LYLGHQG SD\PHQW RKDOQIHV 1 Q HTXLW\

2WKHU FXUUHQW DVVHWYV *

$FTXLVLWLRQ WUHDVXU\ VKDUHV RKDOQIHV 1 Q HTXLW\ &

2WKHU QRQ FXUUHQW DVVHWYV

IHW FDVK XVHG LQ ILQDQFLQJ DFWLYLWLHV

'XH IURP UHODWHG FRPSDQLHV

(IlTHFW RI H[FKDQJH UDWH FKDQJHV RQ FDVK DQG FDVK HTXLYDOHQWYV

'XH WR UHODWHG FRPSDQLHYV

&DVK DW EHJLQQLQJ RI WKH SHULRG

$FFRXQWYV SD\DEOH

&DVK DW HQG RI WKH SHULRG $

6KRUW WHUP HPSOR\HH EHQHILWYV DFFUXDOV

2WKHU FXUUHQW OLDELOLWLHYV

L,QYHQWRULHV

&DVK JHQHUDWHG IURP RSHUDWLRQV

,QWHUHVW SDLG

,QFRPH WDJ[ SDLG

1HW FDVK IURP RSHUDWLQJ DFWLYLWLHYV

7KH GHFUHDVH LQ RWKHU QRQ FXUUHQW DVVHWYV LV PDLQO\ GXH WR WKH DGYDQFH SD\PHOQWYV LQ WR RXU PDLQ VXSSOLHU )RU PRUH LQIRU

&DVK DW HQG RI WKH SHULRG PLQXV FDVK DW EHJLQQLQJ RI WKH SHULRG

7KH DFFRPSDQ\LQJ QRWHV WR WKLV VWDWHPHQW RI FDVK IORZV 1|

ILQDQFLDO VWDWHPHQWYV




7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

—————————————

SHVXOW RI RSHUDWLRQYV

7KH IROORZLQJ GLVFXVVLRQ DQG DQDO\VLV RI WKH ILQDQFLDO BRIQYGDWRKR DQG WCHYXB YR P RS MWUBPLIRQV WKRX0OG EH UHDG
LQ FROQMXQFWLRQ ZLWK WKH FRPSDQ\ V ILQDQFLDO VWDWHPHQVBWVHRP PUBYICREMYNHDBEEPHQW H[SHQVHYV IDP R X QWSHGH WHRQ®IE W R W D
UHYHQXH (§HUVXV LQ 7KH PDLQ UHVHDUFK DQG GHYHORSPHQW

SHYHQXH FXUUHQW VHQVRUV PDJQHWLF VHQVRUV LQGXFWLYH VHQVRUV S
,Q WRWDO GWHFYHOBMHERPSDUHG ZLWKRP (85 LQ WR (85 VHQVRUV VHQVRU LQWHUIDFHVY HPEHGGHG PRWRU GULYHUV HPE
LQ VZLWFK

$3$& FROQWLQXHG EHLQJ WKH ODUJHVW UHJRR®RWWOHDHOHE BEHSHEWHOWLODGPLQLVWUDWLYH DQG VHOOLQJ H[SHQVHYV

&KLQD +RQJ .RQJ DQG -DSDQ ZLWK UHVE3SFWLYHOD Q8% (85 *HQHUDO DGPLQLVWUDWLYH DQG VHOOLQJ H[SHQVHV PDLQO\ FRQ
LQ VDOHV (0($ EHLQJ WKH VHFRQG ODUJHVW BHWRW DA&HGHGIHFLLD/W DFG RKDWHBVIRWYG H[WHUQDO VHUYLFHV IHHV 7KH JH
VDOHV 1$/$ FRPHV LQ WKLURH \DFERXQWLQJ IRU LQFUHBVHBRPSDUHG 7KH YDULDQFH LV PDLQO\ DWWULEXWDEOH W

FKDUJHV RI WKH QHZ EXLOGLQJ LQ .XFKLQJ
5HYHQXH E\ UHJLRQ
,QFRPH IURP RSHUDWLRQV

1%/% (0($ 1$/% (0($
7KH FRPSDQ\ UHFRUGHG DQ RSHUDWLRQIRULQFRPSIRUHB85WR (85
LQ ODHFUHDIVH PDLQO\ LPSDFWHG E\ WKH ORZHU JURVV |
UHVHDUFK DQG GHYHORSPHQW DQG JHQHUDO&RBSDQHGWUDWILY H |
RSHUDWLQJ PDUJLQ GHFUHDVHG E\ WR
JLOQDQFLDO UHVXOW
7KH QHW ILQDQFLDO UHVXOW D FORRAUQMW HERPBOBHG WR (8BDRVQ
$3%& $3%& 7KH QHW LQWHUHVW UMHRMOWSDPRXQWHG WRRP SDUHRWR (B5
LQ PDLQO\ GXH WR KLJKHU GHEW 7KH FXUUHQF\ H[FKD
XQUHDOL]HG DFORRVWBE WR D LQ FRPSDUIO® RWR( 5 LQ

&RVW RI VDOHYV
&RVW RI VDOHV FRQVLVWYV RI PDWHULDOV UDZ PDWHULDOV DQG VHPL IL L\gHG SDUWV VXEFRQWUDFWLQJ ODERU

GHSUHFLDWLRQ DQG RWKHU GLUHFW SURGXFWLRQ H[SHQVHNQ 7K§FI%%§_'WW I)[D y%%ﬁ%@ﬁ@g%Gégﬁf)/%BDSUHe ZLWK (830 B (
\Y R I

FRPSDUHG ZLWK LQ ([SUHVVHG DV D SHUFHQWDJH RI WRW'D(f UHYH
I1HW LQFRPH

LQFUHDWRIBE LQ WR LQ
7KH FRPSDQ\ UHFRUGHG D QHW IlRWF RPBIHEIUHDIVHFRPSDUHG ZLWK
*URVV PDUJLQ

7KH JURVYV PDUJLQ H[SUHVVHG DV D SHEBHQWMBHLRI WWR/DIOQUHYHQXHYV
7KLY GHFUHDVH LV D FRPELQDWLRQ RI ORZHU VDOHY DQG D QRUPDOL]DWLRQ DIWHU D SRVLWLYH FRQWULEXWLRQ
IURP LQYHQWRU\ HITHFWV LQ WKH SUHYLRXV \HDU
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/ILTXLGLW\ ZRUNLQJ FDSLWDO DQG FDSLWDO UHVRXUFHYV

&DVK DQG FDVK GHSRVLWY DPRXDMWRG WRIKBPEHRPSDUHG WR (85

DV RI '"HFHPEHU
,Q RSHUDWLQJ FDVK IORZ EHIRUH ZRUNLQJ FDSLWD & FKPMUHE DPRXQWHG WR (85
WR (85 LQ 1HW FDVK IURP RSHUDWLQJ DFWLYLWLHV LQFOXGLQJ ZRUNLQJ FDSLWDO FKDQJHV

DPRXQWHG WR (85 7KLV DPRXQW ZDV PDLQO\ LPSDFWHG E\ FKDQJHV LQ DFFRXQWY UHFHLYDEOH

LQYHQWRULHY DQG DFFRXQWY SD\DEOH 7KH FKDQJHV LQ RWKHU QRQ FXUUHQW DVVHWY UHSUHVHQW D PRYH IURP
RWKHU QRQ FXUUHQW DVVHWV WR RWKHU FXUUHQW DVVHWY DV SDUWLDO UHSD\PHQW RI RXU DGYDQFH SD\PHQWV RI
FRPPLWWHG zZDIHUV DUH EHLQJ H[SHFWHG ZLWKLQ WKH \HDU )RU PRUH LQIRUPDWLRQ RQ WKLV WUDQVDFWLRQ VHH
QR__ &

7KH FDVK IORZ IURP LQYHVWLQJ DFWLYLWLHV ZDV QRDDWAL\YBVED DG \DPRWQW RI (85
RI LQYHVWPHQWY LQ IL[HG DVVHWYV DPRXQWLQJ WR (85

7KH FDVK IORZ IURP ILQDQFLQJ DFWLYLWLHV ZDV QHIRMM YB\VEPDRQMRRXQW RI (85
WKH UHVXOW RIQWRHD Q®WHULP GLYLGHQG SD\PHQW DPRXQWNVQJ WR (85
ZDV SDUWLDOO\ FRPSHQVDWHG E\ WKH SURFHHGV RI ORQJ WHUP GHEWVY DPRXQWLQJ WR (85

6WDWHPHQW RI WKH %RDUG RI 'LUHFWRUYV

7KH OHOH[LV %RDUG RI 'LUHFWRUV KHUHE\ FHUWLILHV IRU DQG RQ EHKDOI Rl WKH FRPSDQ\ WKDW WR LWV
NQRZOHGJH

D 7KH ILQDQFLDO VWDWHPHQWY SUHSDUHG LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ
6WDQGDUGYV JLYH D WUXH DQG IDLU YLHZ Rl WKH DVVHWYV OLDELOLWLHV ILQDQFLDO SRVLWLRQ DQG SURILW RU ORVV RI
WKH FRPSDQ\ DQG WKH HQWLWLHV LQFOXGHG LQ WKH FRQVROLGDWLRQ DV D ZKROH DQG

E 7KH PDQDJHPHQW UHSRUW LQFOXGHV D IDLU UHYLHZ Rl WKH GHYHORSPHQW DQG SHUIRUPDQFH RI WKH
EXVLQHVV DQG WKH SRVLWLRQ Rl WKH FRPSDQ\ DQG WKH HQWLWLHY LQFOXGHG LQ WKH FRQVROLGDWLRQ DV D
ZKROH WRJHWKHU ZLWK D GHVFULSWLRQ RI WKH SULQFLSDO ULVNV DQG XQFHUWDLQWLHV WKH\ IDFH

7KH FRQVROLGDWHG VWDWHPHQWY ZHUH DSSURYHG DQG DXWKRUL]JHG IRU LVVXH E\ WKH %RDUG RI 'LUHFWRUV RQ
ODUFK DQG ZHUH VLIQHG RQ LWV EHKDOI E\ ODUF %LURQ

7KH FRQVROLGDWHG VWDWHPHQWY KDYHQ W EHHQ FKDQJHG DIWHU WKH DSSURYDO E\ WKH %RDUG RI 'LUHFWRUV
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6XPPDUN RIVIIQIILEDQW DFERXQWLQJ SROLFLHV?

2YHUYIHZ RILJURXS VWUXFWXUH
IRWHV

&DVK DQGIFDVK HTXLYDOHQWYV
EXUUHQW I QYHVWPHQWY GHULYDWLYHV
7UDGH UHFHLYDEOHYV

S5HODWHG SDUWLHYV

QERPH WD[HV

ALQYHQWRULHYV

2WKHILFXUUHQW DVVHWYV

2WKHU QRQ FXUUHQW DVVHWYV
RURSHUW) _SODQW DQG HTXLSPHQW
AQWDQJIJLEOH DVVHWYV

IHDVHG DVVHWY DQG OLDELOLWLHWV

HOOLQJ H[SHQVHYV

1THW 1LQDQFLDO UHVXOW

*RYHUQPHQW JUDQWYV

"HSUHFIDWIRQ DQG/ DPRUWL]DWLRQ H[SHQVH
RAHUVRQQHO H[SHQVHY DQG DYHUDIH QXPEH

HPSOR\HHYV
<

$$
$.%
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$EERXQWYV SD\DEOH DQG RWKHU FXUUHQW OLDELOLWLHVQK

FKRUW WHUP HPSOR\HH EHQHILWVIDEFUXDOV
"HIHUUHG LQFRPH

2WKHU QRQIFXUUHQW OLDELOLWLHV
3URGXFW VDOHYV

&EVW RI VDOHV

SHVHDUFK DQG GHYHORSPHQW ([SHQVHV
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV

$ -
$
%/
$0

[RQIDQG VKRUW WHUP GHEW
AKDUHKROGHUY HTXLW\ DQG ULJKWY
DWWDFKHG WR WKH VKDUHV

2SHUDWILQJ VHIPHQWYV

5HPXQHUDWIRQIRI ERDUG RI GLUHEWRUYV
(DUQIGJV SHU VKDUH

&RPPIWPHQWY HVWLPDWHG OLDELGLWLHV
% XV1 QHVV FRPELQDWLRQV

[LWLIDWLRQ

$XGLWRU V VHUYLFHV

S5HVHUYHVY SRVW UHWLUHPHQW EHQHILWYV
BXEVHTXHQW HYHQWYV

[INVW RIVXEVIGLDULHV FRQVROLGDWHG
5.VIN IDFWRUV

FHQVIWLYLW\ DQDO\WVLV RQ ILQDQFLIDO ULV
)LQDQFLDIO LQVWUXPHQWYV
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1IRWHV WR WKH FRQVROLGDWHG
ILODQFLDO VWDWHPHQWYV

*HQHUDO 7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ZHUH SUHSDUHG X
LQYHVWPHQWYV DW )92&, DQG GHULYDWLYH ILQIW )9 7BW LGL\WAR O RR H C

OHOHUVODPLWHG OLDELQEWUSREBWG\G XQGHU %HOJLDQ ODZ 7K M KR FOSFRXIQIW. @ B I$® GRISAH.UHVWKLHQUH D | W H U

VLQFH 7KH FRPSDQ\ GHVLJQV GHYHORSY WHVWV DQG PDUNHWY DGYDQFHG LQWHJUDWHG VHPLFRQGXFWRU

GHYLFHV PDLQO\ IRU WKH DXWRPRWLYH LQGXVWU\ 7KH FRPSDQBVHOMIVHWV LFURS XKW QAR N XZG BHHRXWWRPHU EDVH LQ

WKH DXWRPRWLYH LQGXVWU\ LQ (XURSH $VLD DQG 1RUWK $PHULKIP SUHSDUDWLRQ RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHC
WR PDNH MXGJPHQWV HVWLPDWHV DQG DVVXPSWLRQV WKDW DIIH

7KH DFFRXQWLQJ \HDU FRYHUV WKHWRULRG-HPEMU -DQXDU\ DPRXQWYV RI DVVHWY DQG OLDELOLWLHVY LQFRPH DQG H[SHQVHV
EDVHG RQ KLVWRULFDO H[SHULHQFH DQG YDULRXV RWKHU IDFWRL
7KH OHOH[LVY *URXS RI FRPSDQLH )7 DJBHRS 8GR IDYHU DLIQ FLUFXPVWDQFHYVY WKH UHVXOWYV RI ZKLFK IRUP WKH EDVLV RI PDN

DVVHWY DQG OLDELOLWLHY WKDW DUH QRW UHDGLO\ DSSDUHQW |
7KH UHJLVWHUHG RIILFH RI S\WH Q@G RR® LW WOCRIFABPAMHHOG) LI SHRP SD WKHVH HVWLPDWHYV
LV OLVWHG RQ (XURQH[W
7KH HVWLPDWHY DQG XQGHUO\LQJ DVVXPSWLRQV DUH UHYLHZHG F
7KH FRQVROLGDWHG UHVXOWY DV LQFOXGHG LQ WKH SUHVV UHGNDMH ZWHN DXWHKRIFIRHGLIRG LQVWHKHS WKIHR® RMUBKRFK WKH HVWI
'LUHFWRUV VXEVHTXHQW WR WKH PHHWLQJ KHOG RQ -DOXDU\WKDW SHULRG RU LQ WKH SHULRG RI WKH UHYLVLRQ DQG IXWXUH
IXWXUH SHULRGV
6WDWHPHQW RI FRPSOLDQFH
$VVXPSWLRQVY DQG HVWLPDWHY DUH DSSOLHG ZKHQ UHFRJQL]LQJ
7KH FRQVROLGDWHG ILQDQFL OLWLIJDWLRQ ULVNV GHWHUPLQLQJ LQYHQWRU\ ZULWH GRZQV DV
ZLOO EH QR__ _(HBVHIXO OLYHV RI SURSHUW\ SODQW DQ__ 4TXLSF
DO VWDWHPHQWY ZHUH SUHSDUHG LQ DFFRUGDQFH ZLWK ,QWHLDC__  VHWWLQJ XS ZDUUDQW\ SURYLVLRQ DQG GHWHUKXH®BLQJ WK

E\ WKH ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUGYV %RDUG ¢é,$6REOLJDWL RQQRWRL W\ ZLWK ,)56 DV DGRSWHG E\
WKH (XURSHDQ 8QLRQ XQWLBEROOGHMHWPIEYHO\ é,)56é OHOH[LV GLG QRW DSSO\ DQ\ QHZ ,)56
UHTXLUHPHQWY QRW \HW HIIHFWLYH LQ '"HIHUUHG WD[ DVVHWYV DUH UHFRJQL]JHG IRU GHGXFWLEOH WHPSRL

DWWULEXWHYVY FDUULHG IRUZDUG DQG IDLU YDOXH UHVHUYHV HQW

6XPPDUN RI VLIQLILFDOW DFFRXOWLQJ SROLFLHPVHG RQ OHOH[LY RSHUDWLRQDO SODQV DUH DYDLODEOH WR X
DWWULEXWHV 7KLV LQFOXGHV PDQDJHPHQW V EHVW HVWLPDWH E

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPIDFFRUGLQJ ZLWK ,p55 HBHEH FRYXIPUKIOANNG LLQD IXW XUH SHULRGV PD\ GLIIHU IURP WKH HVWLPDW

6WDQGDUGY DV DGRSWHG E\ WKH ( TKHOQGEQERQ REFRXO@MXDQPUBRRIGLHMG 2WKHU DVVXPSWLRQVY DQG HVWLPDWHY DUH GLVFOR)
DGRSWHG ZKHQ SUHSDULQJ WKH FRQVROLGDWHG ILQDQFLDO VWAOKWHHMHY WH RY\OXROHVLR QY RMURVIA PR QF "UH XVHG IRU PHDVXU
%DVLV RI SUHSDUDWLRQ 30HDVH UHIHU WR WKH DFFRXQWLQJ SROLFLHV RI LQYHQWRULHYV

DQG SURYLVLRQV LQ WKLV FKDSWHU IRU WKH DVVXPSWLRQV DQG |



IIHSRUW IJRYHUQDQFH $SSHQGL]

7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IIHSRUW

SBUHVHQWDWLRQ FXUUHQF\

7KH HXUR KDV EHHQ GHVLJQDWHG DV WKH SUHVHQWDWLRQ FXU

VLQJOH ELOOLQJ VLQJOH VRXUFLQJ WKURXJK WKH %HOJLDQ HC(
FRPSDQ\ DQG HDFK RI LWV VXEVLGLDULHVY WKH ILQDQFLDO VWEL
D QRQ (85 FXUUHQF\ DUH WUDQVODWHG DW \HDU HQG H[FKDQJ}
ILQDQFLDO SRVLWLRQ DQG DW WKH DYHUDJH H[FKDQJH UDWH IF

$00 UHVXOWLQJ WUDQVODWLRQ GLIIHUHQFHV DUH LQFOXGHG L

JRUHLJQ FXUUHQF\ WUDQVDFWLRQV

(DFK HQWLW\ ZLWKLQ WKH *URXS WUDQVODWHYV LWV IRUHLJQ FX
FXUUHQF\ E\ DSSO\LQJ WR WKH IRUHLJQ FXUUHQF\ DPRXQW WKF

FXUUHQF\ DQG WKH IRUHLJQ FXUUHQF\ DW WKH GDWH RI WKH W

WKH VHWWOHPHQW RI PRQHWDU\ LWHPV RU RQ UHSRUWLQJ PRQ
WKH\ ZHUH LQLWLDOO\ UHFRUGHG GXULQJ WKH SHULRG RU UHSI

UHFRJQL]JHG LQ WKH LQFRPH VWDWHPHQW LQ WKH SHULRG LQ Z

JRUHLJQ FXUUHQF\ WUDQVODWLRQ

6LQFH WKH LQWURGXFWLRQ Rl WKH HXUR RQ -DQXDU\
NHHSV LWV ERRNV DQG SUHSDUHV LWV FRQVROLGDWHG
WKH VXEVLGLDULHV LV DV IROORZV

DQG
ILQDQF

OHOH[LV ,QF 86"

OHOH[LV *PE+ (85

OHOH[LV %XOJDULD (22° %*1

OHOH[LYV 8NUDLQH 8%+

OHOH[LV 7THFKQRORJLHV 6% &+)

OHOH[LV 19 %2 J)UDQFH (85

OHOHILQ 19 (85

OHOH[LV 7THFKQRORJLHV 19 (85 Qbo
OHOH[LV 19 %2 3KLOLSSLQHV 3+3

OHOH[LV -DSDQ 7HFKQLFDO 5HVHDBEK &HQWHU
OHOH[LV (OHFWURQLF 7THFKQRORJ\ 6EDQJKDL &R /WG
OHOH[LV O0DOD\VLD 6GQ %KG 0<5

OHOH[LV 7THFKQRORJLHV 19 %2 0DOD\VUkDB

OHOH[LV "UHVGHQ *PE+ (85
OHOH[LV JUDQFH 6$6 (85
OHOH[LV .RUHD <XKDQ +RHVD .5
(SHTW 19 (85
(SHTW (22° %*1
OHOH[LV 19 %2 7DLZDQ 750

$VVHWVY DQG OLDELOLWLHV RI OHOH[LV ,QF OHOH[LV 8NUDLQH OF

OHOH[LV -DSDQ 7HFKQLFDO 5HVHDUFK &HQWHU OHOH[LV 19 %2
7HFKQRORJ\ 6KDQJKDL &R /WG OHOH[LV 7THFKQRORJLHV 19 %2 OL
OHOH[LV .RUHD <XKDQ +RHVD ;SHTW 19 ;SHTW (22' DQG OHOH[LV 1
FORVLQJ UDWH DQG UHYHQXHV DQG H[SHQVHV DUH WUDQVODWHG
(TXLW\ FRPSRQHQWY KDYH EHHQ WUDQVODWHG DW KLVWRULFDO H
WUDQVODWLRQ DUH UHIOHFWHG LQ WKH FRPSRQHQW ¢FXPXODWLY
ILQDQFLDO SRVLWLRQ
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BULQFLSOHV RI FRQVROLGDWLRQ IRUIHLWHG PLJKW EH FODVVLILHG DV FDVK HTXLYDOHQWYV LI WKH
:KHUH WKH FRPSDQ\ KDV FRQWURO RYHU DQ LQYHVWHH LW LV PORONVHILMGQRWDIQXEMDBQW WLVKHRFRPEBOIRIHROWYROXH DV D UHV
DQ LQYHVWHH LI DOO WKUHH RI WKH IROORZLQJ HOHPHQWY DUH SUHVHQW SRZHU RYHU WKH LQYHVWHH H[SRVXUH WR
YDULDEOH UHWXUQV IURP WKH LQYHVWHH DQG WKH DELOLW\ R+WKHILQYHVWRU WR XVH LWV SRZHU WR DIIHFW WKRVH
YDULDEOH UHWXUQV &RQWURO LV UH DVVHVVHG ZKHQHYHU IDFWWHD & & IFUH FXR \RXBWYRMHL/QICQ @LIF G MUHL WIKR LY FRK_HBWHS A DH ELMHIKHDVEH O
FKDQJH LQ DQ\ RI WKHVH HOHPHQWYVY RI FRQWURO KHGJH DFFRXQWLQJ E\ GHVLJQDWLQJ WKH GHULYDWLYH DV D KHG.

'"H IDFWR FRQWURO H[LVWV LQ VLWXDWLRQV ZKHUH WKH FRPSDQ\QKDHVQWKHUSWDFWLFDO DELOLW\ WR GLUHFW WKH UHOHYDQW
DFWLYLWLHV RI WKH LQYHVWHH ZLWKRXW KROGLQJ WKH PDMR U L@XHQ WRKH. MR WILQROXGIKWVZRQ N HQ/ ISURUQHYY ZEHWKRP SSHLVHG R
IDFWR FRQWURO H[LVWV WKH FRPSDQ\ FRQVLGHUV DOO UHOHY D@ [DUFHVV DDOXGH G LW XW K W DREHY RQFRYXWLGHWHUPLQHG RQ ),)2 E
REVROHWH LWHPV 1HW UHDOL]DEOH YDOXH LV WKH VHOOLQJ SUL!
i 7KH VL]H Rl WKH FRPSDQ\ V YRWLQJ ULJKWV UHODWLYH WR FEIRMRE SUXKHWLIR 8 RO IGH WS U VILR® RULVRWKHEXSDRY LHRW SURFHVVH
ZKR KROG YRWLQJ ULJKWV DOORFDWLRQ RI IL[HG DQG YDULDEOH RYHUKHDG FRVWY 8QUHDOI
i 6XEVWDQWLYH SRWHQWLDO YRWLQJ ULJKWV KHOG E\ WKH F,RFSHIW RQ A \E\ZRWWKWH G RUWIKNQ QR VDOHV DUH H[SHFWHG LQ WK
i 2WKHU FRQWUDFWXDO DUUDQJHPHQWYV
i +LVWRULF SDWWHUQV LQ YRWLQJ DWWHQGDQFH BURSHUW\ SODQW DQG HTXLSPHQW
BURSHUW\ SODQW DQG HTXLSPHQW DUH VWDWHG DW FRVW OHVV |
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY SUHVHQW WKH UHFSDMW\P RQ W EHRZRFDS/MICR D QG ARPS ¥ WENGL 8 QDI WVHWU BMWKKM OLQH ED
*URXSé DV LI WKH\ IRUPHG D VLQJOH HQWLW\ ,QWHU FRPSDQ\ WUDPRVDFWLRQV DQG EDODQFHV EHWZHHQ JURXS
FRPSDQLHV DUH WKHUHIRUH HOLPLQDWHG LQ IX0O0

%XLOGLQJIV \HDUV
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFRUSRUDWH W
DFTXLVLWLRQ PHWKRG ,Q WKH VWDWHPHQW RI ILQDQFLDO SRV 0PFKLQHUl HTXLSPHQW DQG LQVWD O OHDMLRQV HV
DQG FRQWLQJHQW OLDELOLWLHY DUH LQLWLDOO\ UHFRJQL]HG [ )XUQLWXUH DQG YHKLFOHV \HDUV VXOW
DFTXLUHG RSHUDWLRQV DUH LQFOXGHG LQ WKH FRQVROLGDWH( gppsywHU HTXLSPHQW HDUY

RQ ZKLFK FRQWURO LV REWDLQHG 7KH\ DUH GHFRQVROLGDWHG
ODVN VHW \HDUV

7KH FRQVROLGDWLRQ VFRSH LQFOXGHV RQ WKH RQH KDQG OHOH[LV 19 DQG LWV WKUHH EUDQFK RIILFHV EHLQJ OHOHI[LV
19 %2 3KLOLSSLQHV OHOH[LV 19 %2 )UDQFH DQG OHOH[LV 19 %2 OUHQBPLY G&HVKHDSWWHEOLKB QMK HVMKISHQVHYV IRU PDVNV DV WDQJLEC
VXEVLGLDULHV EHLQJ SDUW RI WKH FRQVROLGDWLRQ VFRSH DURKILHFGEHDLYDSMNWBUQHKMHEBHHY F@W SBORHG/ RPEY D VHPLFRQGXFW
OHOH[LV %XOJDULD (22' OHOHILQ 19 OHOH[LV 7THFKQRORJLHV 19 RUHHIE[IRQ7WKKQARORYHEYDISHDY OBYNW¥DQ EH XVHG IRU WKH OL|
-DSDQ 7HFKQLFDO 5HVHDUFK &HQWHU OHOH[LV (OHFWURQLF 7HBKGRORIDVEKO GRIKIDW VRH HVGEY LPHGHY G\ WBIRM\SDUBR B WW WK FSI0 D\GIWD U
6GQ %KG OHOH[LV 7THFKQRORJLHV 19 %2 0DOD\VLD OHOH[LV 'UHYIGHMIQD OFE\+P  BIOXJIHG )DW QAHVEBR YV WH GHRN.W LQFOXGHYV
.RUHD <XKDQ +RHVD ;SHTW 19 DQG ;SHTW (22'

i WV SXUFKDVH SULFH LQFOXGLQJ LPSRUW GXWLHV DQG QRQ
& VK DQG FDVK HTXLYDOHQWYV WUDGH GLVFRXQWV DQG UHEDWHYV
&DVK LQFOXGHV FDVK RQ KDQG DQG FDVK LQ GLIIHUHQW EDQN DFFR$QWNR\&W V KGH UM EWOO HOWWVUD 8 X WKRUMW WRHEP LRILIIRO\WKH DVV
OLTXLG LQYHVWPHQWY WKDW DUH UHDGLO\ FRQYHUWLEOH WR NQRZQW MRRX 8 W V¥ RS FIDOVHK R L WEHRIDWLQD @ @ MK KURMQ BN URLQWHQGH
WKUHH PRQWKY RU OHVV DQG WKDW DUH VXEMHFW WR DQ LQVLJQ Lil LFOH WVWLPND WHBKPRVW L @ | YG®IOXD Q' O P QG HIB®RE LUMWP R Y WEKJ DV K H
PDWXULW\ SHULRG Rl PRUH WKDQ WKUHH PRQWKY WKDW FDQ EH UH GHRHFPIHGH & X EQIGI A WVWRKW YK H ERWHW WV DWHARPR ERIYBQWRULHYV
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([SHQGLWXUHV LQFXUUHG DIWHU WKH IL[HG DVVHWV KDYH EHHQHFOM AHBVMUKPHIPWVRQ VXFK DV UHSDLUV DQG
PDLQWHQDQFH DQG RYHUKDXO FRVWY DUH LQFOXGHG LQ WKH VOB WHIPXHQW RR HFIR\PYSWHHKHH@W LR/IHGIHERR R 18 V MWQ WAKHHIQSWHWUGRSHQGYV RQ
LQ ZKLFK WKH FRVWV DUH LQFXUUHG WKH DVVHW DQG WKH FDVK IORZ FKDUDFWHULVWLFV Rl WKH DVVH'
ZKLFK WKH *URXS FODVVLILHV LWV GHEW LQVWUXPHQWYV

'"HSUHFLDWLRQ VWDUWYV ZKHQ WKH DVVHW LV UHDG\ IRU XVH

i $PRUWL]JHG FRVW $VVHWV WKDW DUH KHOG IRU FROOHFWLRQ
7KH XVHIXO OLIH DQG GHSUHFLDWLRQ PHWKRGV DUH UHYLHZHG SHULBGRBZ Y DUHS\UW R HOQW X RKD MOK\DS\D VP KK \W M VIRK F8Q IDQFA. SDO DQG LQW
SHULRG Rl GHSUHFLDWLRQ DUH FRQVLVWHQW ZLWK WKH H[SHFWHG SQWWUHKDWR L GIFRRHR PU R PE WE H MRV VL. QUDRPF L VG W RH WV LV LQF O X

SURSHUW\ SODQW DQG HTXLSPHQW LQWHUHVW UDWH PHWKRG $Q\ JDLQ RU ORVV DULVLQJ RQ GH
ORVV DQG SUHVHQWHG LQ RWKHU JDLQV ORVVHV WRJHWKHU

,QYHVWPHQWY DQG RWKHU ILQDQFLDO DVVHWYV ,PSDLUPHQW ORVVHVY DUH SUHVHQWHG DV VHSDUDWH OLQH L\
D &ODVVLILFDWLRQ i )92&, $VVHWV WKDW DUH KHOG IRU FROOHFWLRQ RI FRQWUDF

7KH *URXS FODVVLILHV LWV ILQDQFLDO DVVHWYVY LQ WKH IROORZDRQV WD VXKHPH QWK HF DW M BIRWL HAD VK IORZV UHSUHVHQW VROH¢
i 7KRVH WR EH PHDVXUHG VXEVHTXHQWO\ DW IDLU YDOXH HLWKHRHWYXBRNGKDE ) FRAR WKBRKNPKH CGWRILY WKHORIVVU\LQJ DPRXQW C
i 7KRVH WR EH PHDVXUHG DW DPRUWL]HG FRVW UHFRJQLWLRQ RI LPSDLUPHQW JDLQV RU ORVVHV LQWHUHVW
ZKLFK DUH UHFRJQL]JHG LQ SURILW RU ORVV :KHQ WKH ILQDQ
7KH FODVVLILFDWLRQ GHSHQGY RQ WKH HQWLW\ V EXVLQHVV PRGHOJIRLY PROWD D RIVYJ SUKIH LRGP Q F IUHF PMMHWE D@ G&8WKN UHFODVVLI
FRQWUDFWXDO WHUPV RI WKH FDVK IORZV UHFRJQL]HG LQ RWKHU JDLQV ORVVHV ,QWHUHVW LQFRPH I
ILQDQFH LQFRPH XVLQJ WKH HIITHFWLYH LQWHUHVW UDWH PHYV
)RU DVVHWV PHDVXUHG DW IDLU YDOXH JDLQV DQG ORVVHV ZLOO H LSAWKINW @W HIG ERURBWIGHILQJSURM WO RV VAR/V\D @G RPRSDIRUIPHQW H[S
LQYHVWPHQWY LQ HTXLW\ LQVWUXPHQWY WKDW DUH QRW KHOG IRU WY BMKIHQ V¥ W\B MHP B IQMO R3 HSSHRQ GWRRUZRRWYKHU WKH *URXS
KDV PDGH DQ LUUHYRFDEOH HOHFWLRQ DW WKH WLPH RI LQLWLDO UHFRJQLWLRQ WR DFFRXQW IRU WKH HTXLW\ LQYHVWPHQW
DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH )92&, 7K 3/UBXS HW ¥ O\DKD | GHRY QGRIE W HLHMWY MWKMHPHWQMWWHULD IRU DPRUW
ZKHQ DQG RQO\ ZKHQ LWV EXVLQHVYV PRGHO IRU PDQDJLQJ WKRVH D$VIHWEY RKDQEMV RQ D GHEW LQYHVWPHQW WKDW LV VXEVHTXF
SURILW RU ORVV DQG SUHVHQWHG QHW ZLWKLQ RWKHU JDLQ\
E5HFRJQLWLRQ DQG GHUHFRJQLWLRQ
5HJXODU ZD\ SXUFKDVHYV DQG VDOHV RI ILQDQFLDO DVVHWV DUH TUXEWRJQLONGWRIX WHQ @ GDWH WKH GDWH RQ ZKLFK WKH
*URXS FRPPLWV WR SXUFKDVH RU VHOO WKH DVVHW )LQDQFLDO7RNVK\WRXSDVUKEYHT KX AR\ PG KKDHW KH O LH KXMMVW RQYHVWPHQW V
UHFHLYH FDVK IORZV IURP WKH ILQDQFLDO DVVHWYV KDYH H[SLUHKBGVRHOKHFYWHHBHWMR SWHWHQWUIDHG FQ G XKD LQRXSQAD ORVVHV RQ H
WUDQVIHUUHG VXEVWDQWLDOO\ DOO WKH ULVNV DQG UHZDUGVY BHRZDWVIMIKE®WLRQ RI IDLU YDOXH JDLQV DQG ORVVHV WR SURILW
LOQYHVWPHQW 'LYLGHQGV IURP VXFK LQYHVWPHQWY FRQWLQXH W
G OHDVXUHPHQW LQFRPH ZKHQ WKH *URXS V ULJKW WR UHFHLYH SD\PHQWV LV HVW
$W LQLWLDO UHFRJQLWLRQ WKH *URXS PHDVXUHV D ILQDQFLDO DVVHW DW LWV IDLU YDOXH SOXV LQ WKH FDVH RI D ILQDQFLDO
DVVHW QRW DW IDLU YDOXH WKURXJK SURILW RU ORVV )93/ WG&BQQDHAW LRQWHRY WM. W KD®XMHURI GLQ B 6 WIOD D WWH E X VIDDVE PoH8 /WORU H |
WKH DFTXLVLWLRQ RI WKH ILQDQFLDO DVVHW 7UDQVDFWLRQ FRWWI/WRH PIH QW QREIL 5 0RD VW HRAV OFFDVIWU DN GD B $/O)L9BD DAHH HFSBQVRIEQW OF
LQ SURILW RU ORVV )LQDQFLDO DVVHWYVY ZLWK HPEHGGHG GHULYQWHLWY\N P HQUMVFRIQIVV )G HHG ® WQ) M2 KH IDW H @RMWI HWS RKWE G VHSDUDW
GHWHUPLQLQJ ZKHWKHU WKHLU FDVK IORZV DUH VROHO\ SD\PHQW Rl SULQFLSDO DQG LQWHUHVW
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G ,PSDLUPHQW ,QWDQJLEOH DVVHWYV
JURP -DQXDU\ WKH *URXS DVVHVVHV RQ D IRUZDUG 00ORR N L@W CE@MLEO HVEWVHVE ¥ F WHGH BQBGIOW HRUVAKDN HG DUH PHDVXUHG Lt
DVVRFLDWHG ZLWK LWV GHEW LQVWUXPHQWY FDUULHG DW DPRUWLLNGSEREWEIDHGW D WKH DOVBRUHPHRWRPLF EHQHILWY WKDW D
PHWKRGRORJ\ DSSOLHG GHSHQGV RQ ZKHWKHU WKHUH KDV EHH& @VHLIKLLVFDDWG LW K H HIRWHV LR FAUKHG DWVIHW NFDQ EH PHDVXUHG UH
DUH PHDVXUHG DW FRVW OHVV DFFXPXODWHG DPRUWL]DWLRQ DQC
)RU WUDGH UHFHLYDEOHV WKH *URXS DSSOLHV WKH VLPSOLILH G VI/SISV\R DK DHPRRVWLWHIG FEQ D56 WUDKIRKN WHTH. EBVLY RYHU WKH |
H[SHFWHG OLIHWLPH ORVVHV WR EH UHFRJQL]JHG IURP LQLWL D O DPHRARN QIIDWLRR® FSIHW K R QU B BIGL WIKEOMRRUWL]DWLRQ PHWKRG DUH Uh
OHOH[LY GRHV QRW KDYH LQWDQJLEOH DVVHWYV ZLWK LQGHILQLWH
,PSDLUPHQW RI DVVHWYV
BURSHUW\ SODQW DQG HTXLSPHQW DQG LQWDQJLEOH DVVHWYV PRARXQWYLERHG IRU QP BB QV PN QN  KHDSH WHLD HIHHEQ WQYGRW KHQ DPRU
FKDQJHV LQ FLUFXPVWDQFHV LQGLFDWH WKDW WKH FDUU\LQJ DBRXNQRGR | RJICGEBQWHW P DK 1 RIS B A WHHGE RKYWHIUPE @H. IH R1 OLFHQVHV L\
:KHQHYHU WKH FDUU\LQJ DPRXQW RI DQ DVVHW H[FHHGV LWV UHFRYHUDEOH DPRXQW DQ LPSDLUPHQW ORVV LV
UHFRJQL]JHG LQ FRQVROLGDWHG LQFRPH VWDWHPHQW 7KH UHFR¥XVDO OGN \D R QW WKR BVIJKHU DPRXQW RI DQ
DVVHW V QHW VHOOLQJ SULFH DQG YDOXH LQ XVH 7KH QHW VHQO®HQRERIWFGIL G\D WHE [LRFDQFW DRCE W\ D QVIHEPGI) WUR P QUE R ' S/RDUCCHWRIT W K
DQ DVVHW LQ DQ DUP V OHQJWK WUDQVDFWLRQ ZKLOH YDOXH L@ XXWAK DV HV R HWSKIRIG H@WWKHOWW DRV HHRVFAQLWR CRW HIGQ IXQWPLIDKD FSIRWK. W L R Q
IORZV H[SHFWHG WR DULVH IURP WKH FRQWLQXLQJ XVH RI DQ D¥ROW LDQYG QUR © LIDEV. GLLW SRY DO B W QW WH. WA\ R IHEW YQX YHEXDW W K H
OLIH DFTXLUHG RSHUDWLRQV DUH LQFOXGHG LQ WKH FRQVROLGDWHG \
RQ ZKLFK FRQWURO LV REWDLQHG 7KH\ DUH GHFRQVROLGDWHG IL
5HFRYHUDEOH DPRXQWY DUH HVWLPDWHG IRU LQGLYLGXDO DVVHWY RU LI LW LV QRW SRVVLEOH IRU WKH FDVK JHQHUDWLQJ
XQLW 5HYHUVDO RI LPSDLUPHQW ORVVHV UHFRJQL]JHG LQ SULRWRRBWM. OO UHFRUGHG ZKHQ WKHUH LV DQ LQGLFDWLRQ WKDW
WKH LPSDLUPHQW ORVVHV UHFRJQL]HG IRU WKH DVVHW QR ORQJKH H[EWWVRR| KADKYHH FRHVAAW HRD\DHOGGD FTXLVLWLRQ RYHU WKH FRPSDQ\
LGHQWLILDEOH DVVHWY DQG OLDELOLWLHV DFTXLUHG DV DW WKH
1RQ FXUUHQW DVVHWYVY KHOG IRU VDOH JRRGZLOO DQG UHFRJQL]HG DV DQ DVVHW LQ WKH VWDWHPHQW RI
1RQ FXUUHQW DVVHWY DQG GLVSRVDO JURXSV DUH FODVVLILHGEDW KBIOG SRUFKDOH ZRHQ LV UHFRJQL]JHG LPPHGLDWHO\ LQ WKH V\
LGHQWLILDEOH DVVHWY DQG OLDELOLWLHV UHFRJQL]HG XSRQ DFT
7KH\ DUH DYDLODEOH IRU LPPHGLDWH VDOH GDWH $Q\ QRQ FRQWUROOLQJ LQWHUHVW LV VWDWHG DW WKH PL!
ODQDJHPHQW LV FRPPLWWHG WR D SODQ WR VHOO DULVLQJ RQ WKH DFTXLVLWLRQ RI D IRUHLJQ HQWLW\ DQG DQ\ IDL
W LV XQOLNHO\ WKDW VLJQLILFDQW FKDQJHV WR WKH SOD @ \Z\LiO\® VE Bl QR® G H DREWL \MLKADLVA W B H LYQ R Q R QOWKEHDEITW K GILWEZRQ RI WK |
$Q DFWLYH SURJUDP WR ORFDWH D EX\HU KDV EHHQ LQLWLBWW®&H FRPSDQ\ XQOHVV LW FRQFHUQV EDGZLOO WKLV LV UHFRJ
7KH DVVHW RU GLVSRVDO JURXS LV EHLQJ PDUNHWHG DW DFODHDN.RIGDEW H BVYWFE HWY WDHE X RX G QWG LS DDUB H@W XOHRVVHYV P S
$ VDOH LV H[SHFWHG WR FRPSOHWH ZLWKLQ WZHOYH PRQWENVRILRP WRRIGGE DWG IR WOINWHGLADUICRQRU LPSDLUPHQW ORVVHYV

1RQ FXUUHQW DVVHWY DQG GLVSRVDO JURXSV FODVVLILHG DV KHODGCHIRUFKD O) G UBIHPHDO RSGIPEH OW WRNVWRZHU RI

$FFRUGLQJ WR ,$6 3DU GHYHORSPHQW FRVWY DUH FDSLWDOL
I 7KHLU FDUU\LQJ DPRXQW LPPHGLDWHO\ SULRU WR EHLQJ FOIIFRWIRPHE IH\DKHEOL® LR VDOQHHEDRFRQGC WEHHI ZWWKH HFRQRPLF E
WKH *URXS V DFFRXQWLQJ SROLF\ PHDVXUHG

i )DLU YDOXH OHVV FRVWV RI GLVSRVDO
ODQDJHPHQW KDV UHYLHZHG WKH GHYHORSPHQW H[SHQVHV EDVHC
JROORZLQJ WKHLU FODVVLILFDWLRQ DV KHOG IRU VDOH QRQ FXW K B YWV E ¥ VERWH OLRISFOKEW GHI[ SWHKRWHHY L\OK B XL/ ERIVID[S HQRK S W M K
QRW GHSUHFLDWHG 7KH UHVXOWV RI RSHUDWLRQV GLVSRVHG GRX UL HWKE \GIDYHDWRS RIQE O XHEI HRBU MQY VEB I IR REHL G BEWRIGY WU D W H-
VWDWHPHQW RI FRPSUHKHQVLYH LQFRPH XS WR WKH GDWH RI GLVSRVDO
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(TXLW\ SHVHUYHV
7KH VKDUHV Rl OHOH[LV 19 DUH OLVWHG ZLWKRXW SDU YDOXH 08DCSH.[W YD ODU R VIHU P B @ UIH QU HMWH\D W TW KW \OLH/J VAR PIDV.QUNH. ® | WKH SD
D KHDOWK\ ILQDQFLDO VWUXFWXUH ZLWK D PLQLPDO GHSHQGHQ%HBQLERNVGIDD DTK HL O DX Q QW DWHZW O D DAO WWR LIRUHD @M XVWPHQW LV
VKDUHKROGHUV YDOXH OHOH[LVY LQWHQGYV WR SD\ RXW UHJXODBRRYWEUGP WERYLBHQLED Q6 LPWGHW DMWRHPBQWY]RIWRHHLIQ HQWLWI
UHWXUQ RQ HTXLW\ IRU LWV VKDUHKROGHUV

1RQ FRQWUROOLQJ LQWHUHVWYV
(DUQLQJV SHU VKDUH 1RQ FRQWUROOLQJ LQWHUHVWYV LQFOXGH WKH WKLUG SDUW\ LQW]|
%DVLF HDUQLQJV SHU VKDUH DUH FDOFXODWHG E\ GLYLGLQJ WKAM.QEMO UWVN®W HRRBJI\GKH 6 ARG DATW UV EW WDE R DV R XFEWGE GQ D U\ T
VKDUHKROGHUV E\ WKH ZHLJKWHG DYHUDJH QXPEHU RI VKDUHYV RMOWVIMDG G H@ID GE H GOHDWIQH GHU LR G

7UHDV XU\ VKDUHYV JLODQFLDO OLDELOLWLHYV
7UHDVXU\ VKDUHV DUH SUHVHQWHG LQ WKH VWDWHPHQW RI ILQBQS6LDRY SR WQWIRRQDN. @D®H G B DWCLIRXE LOR PV HTX IDWH DEFRXQWHG DV
DFTXLVLWLRQ RI WUHDVXU\ VKDUHV LV SUHVHQWHG DV D FKDQJHDLQ MDRKXW)\ 61XEVELRHQNORWKHY DHFRFIQULJHBG. QWRRRUWL]HG FI
VWDWHPHQW RI FRPSUHKHQVLYH LQFRPH RQ WKH VDOH LVVXDQ¥RR RVULFIBD® FHRY®D MWL R Q ORFIX\U D WH\GX B\ WIDINWLBY LQWR DFFRXQW DQ\
&RQVLGHUDWLRQ UHFHLYHG LV SUHVHQWHG LQ WKH ILQDQFLDO LWWBW HPGI\QGIM | Bl HDQF KV QB HW.AH H DXERMW DQG UHGHPSWLRQ YDOXE
FRPSUHKHQVLYH LQFRPH XSRQ UHGHPSWLRQ
SURYLVLRQV
$ SURYLVLRQ LV UHFRJQL]HG ZKHQ DQG RQO\ ZKHQ DQ HQWHUSUUNE KDY ® BSWHWHQW REMHDWLRQ OHJDO RU
FRQVWUXFWLYH DV D UHVXOW RI D SDVW HYHQW DQG LW LV SUREBDB®@HS O\ BE PRWY B @G NRHDK HWK DR Q@ RAMWY MK WRIDG W B W @R.D RUO L W L
UHVRXUFHV HPERG\LQJ HFRQRPLF EHQHILWY ZLOO EH UHTXLUHGVWRV WA WMDHOW KB (REG MWL R PR DW G] B GU HRW. W BXOH. &Y W/IKRHD MIHH F W
FDQ EH PDGH Rl WKH DPRXQW Rl WKH REOLJDWLRQ 3URYLVLRQV DUH UHYLHZHG DW HDFK EDODQFH VKHHW GDWH DQG
DGMXVWHG WR UHIOHFW WKH FXUUHQW EHVW HVWLPDWH /JHDVLQJ
)56 UHTXLUHV OHVVHHV WR UHFRJQL]H D OHDVH OLDELOLW\ UH|
:KHUH WKH HIIHFW Rl WKH WLPH YDOXH RI PRQH\ LV PDWHULDO XVKHDIVRRX\GW RU BLIVRYDLYORQ QY D/HDBIVSUFHR/GWWDFIWYXHBQGHU ,)56
RI WKH H[SHQGLWXUHV H[SHFWHG WR EH UHTXLUHG WR VHWW O H RIKHHRE QUKD WLRQW WR FRQWURO WKH XVH RI DQ LGHQWLILHG DV
FRQVLGHUDWLRQ 7KH *URXS OHDVHV YDULRXV SURSHUWLHV DQG
:DUUDQW\ FODLPV
(YHQ WKRXJK OHOH[LV KDV LQVWDOOHG HODERUDWH WHVW SUR BH®@X\DHY FERQ RIWH F\R P PIHOH MQ $ LFHD@IOAHRID GRH LRWV IL[HG SHULRGV RI
SURGXFWV SURGXFW GHIHFWV PLJKW VWLOO DULVH XSRQ WKH DQVMIELODEXRQ RDWKH 8QF RRYDXPHL &L XN HBQ WKRI GLITHUHQV
SURGXFW ,I VXFK SURGXFW GHIHFWV PDWHULDOL]H H[SHQVLY HOMY® HWLER/H LIOFEQWRRIQNDSIU R B X BWZRRG LU DMDHVD B §® LHIBY VERI WVAHHH QH L
PLJKW HQVXH DQG IXUWKHU OLDELOLW\ FODLPV PLJKW DULVH OHOMW[Q® VHW XS D ZDUUDQW\ SURYLVLRQ ZKLFK LV EDVHG
RQ D UHOLDEOH HVWLPDWH RI KLVWRULFDO GDWD
YURP -DQXDU\ OHDVHV DUH UHFRJQL]HG DV D ULJKW RI XVH C
GDWH DW ZKLFK WKH OHDVHG DVVHW LV DYDLODEOH IRU XVH E\ W
EHWZHHQ WKH OLDELOLW)\ DQG ILQDQFH FRVW 7KH ILQDQFH FRVW
VR DV WR SURGXFH D FRQVWDQW SHULRGLF UDWH RI LQWHUHVW R
SHULRG 7KH ULJKW RI XVH DVVHW LV GHSUHFLDWHG RYHU WKH Vk
RQ D VWUDLJKW OLQH EDVLV $VVHWYV DQG OLDELOLWLHY DULVLQ.
YDOXH EDVLV /HDVH OLDELOLWLHV LQFOXGH WKH QHW SUHVHQW
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JLIHG SD\PHQWV LQFOXGLQJ LQ VXEVWDQFH IL[HG SD\PHQW\W U IC0HBVO/HDRR QOH. BWHWH DYERQWYRAM BHMKHY BRQWUDFWY FRQWDLQ |
9DULDEOH OHDVH SD\PHQWVY WKDW DUH EDVHG RQ DQ LQGH[ ®AHR WDV DUH LQFOXGHG LQ WKH WUDQVDFWLRQ SULFH $ OLD
$PRXQWYV H[SHFWHG WR EH SD\DEOH E\ WKH OHVVHH XQGHUFBBVLGXDO W DR KV EXDW DY WRHEVH SDLG E\ OHOH[LV LQ WKH IXWXU|
7KH H[HUFLVH SULFH RI D SXUFKDVH RSWLRQ LI WKH OHVVHMQIGV WK FRQDEYS RBGWQL @ FFR XQMUF UWH MK DE RS WRROQWLRQ LV |

DQG
I 3D\PHQWV Rl SHQDOWLHV IRU WHUPLQDWLQJ WKH OHDVH LVRVRHWILHDWH WHKWHPULKNIND RFW X SV%IOH HOH VASHVH GHH BUFILY IDEDIVR HQJDJH
WKDW RSWLRQ FXVWRPHUVY 7KHVH FRQWUDFWY GR QRW FRQWDLQ ILQDQFLDO FRHF
PDWHULDO YDULDEOH FRQVLGHUDWLRQV WR EH WDNHQ LQWR DFFI
7KH OHDVH SD\PHQWY DUH GLVFRXQWHG XVLQJ WKH LQWHUHVW UDWH LPSOLFLW LQ WKH OHDVH ,I| WKDW UDWH FDQQRW EH

GHWHUPLQHG WKH OHVVHHéV LQFUHPHQWDO ERUURZLQJ UDWH AR YVHGPEQLVQ I WBH WEWH WKDW WKH OHVVHH ZRXOG KDYH

WR SD\ WR ERUURZ WKH IXQGV QHFHVVDU\ WR REWDLQ DQ DVVH¥R RHWQPHQI JYDQX\H LIQUB GHRHODH GI PRGRPPRUWL]HG LQWR LQFR
HQYLURQPHQW ZLWK VLPLODU WHUPV DQG FRQGLWLRQV 5LJKW RIWKK W BN \VUIHOD WHEB FR Y WXUW & DDW WRN\WD BRIPISQUWYIQBHE KHR FRP St
IROORZLQJ LQFRPH LQ WKH DFFRPSDQ\LQJ FRQVROLGDWHG ILQDQFLDO VWDW]

i 7KH DPRXQW Rl WKH LQLWLDO PHDVXUHPHQW Rl WKH OHDVH IOHL FRPGDW\ UHFRJQL]JHVY JRYHUQPHQW JUDQWYV LI WKH\ KDYH UHE
i $Q\ OHDVH SD\PHQWV PDGH DW RU EHIRUH WKH FRPPHQFHPHBRHGDMG! QKNV DUH OHDPRHLDFG QW LYHRPH RQ D VIVWHPDWLF D
UHFHLYHG WR PDWFK WKHP ZLWK WKH UHODWHG FRVWV 7KH JUDQW UHODWH
i $Q\ LQLWLDO GLUHFW FRVWV DQG LQ WKH LQFRPHQBGWDWE RHQUWW G LQFRPH RQ WKH VWDWHPHQW RI |
i BHVWRUDWLRQ FRVWYV
%WRUURZLQJ FRVWYV
3D\PHQWV DVVRFLDWHG ZLWK VKRUW WHUP OHDVHV DQG OHDVH%%RUWRZL ¥D G RN VDW \DHWM VHDSHHQW HIBRD ¥ L] 8 BXRIQ DGV WRDILIKIL QJ FRV
OLQH EDVLV DV DQ H[SHQVH LQ SURILW RU ORVV B6KRUW WHUP GRDWAW REWLRHDRH\SZRGXK DVOQRQ VR W HXD @I IW.HOY\HY PIRQIMKH L QF
RU OHVV OHOH[LVY UHFRJQL]JHV WKH LQWHUHVW H[SHQVHV Rl OHDVH OLDELOLWLHV LQ WKH LQWHUHVW SDLG FRPSRQHQW LQ WKH
FDVK IORZ VWDWHPHQW OHOH[LV RSWHG QRW WR GLVWLQJIXLVK, BFRPHHY OHPWH DQG QRQ OHDVH FRPSRQHQWV DQG
DFFRXQWHG IRU WKH IXO0O DPRXQW RI WKH OHDVH OLDELOLW\ 7KH LQFRPH WD[ FKDUJH LV EDVHG RQ WKH UHVXOW RI WKH \HDU T
DUH FDOFXODWHG XVLQJ WKH EDODQFH VKHHW OLDELOLW\ PHWKR
SHYHQXH UHFRJQLWLRQ RI WHPSRUDU\ GLIIHUHQFHY EHWZHHQ WKH FDUU\LQJ DPRXQWYV RI
OHOH[LV KDV RQH PDMRU UHYHQXH VWUHDP 7KH *URXS GHVLJQ\BXGISRNER SD/QDB QW KGHDRR XQW W M P HER (RGAX EQ/RRPH BMDJHWUSRVHV 't
DUH UHFRJQL]JHG ZKHQ FRQWURO RYHU WKH SURGXFW KDV WUD@HBUXNHIBEG KNWILQJI ZKKHY WK HU & WRHE/X IF 8V FPW H GV WIRS BBESONRVR WD [DE ¢
RU GHOLYHUHG DW WKH FXVWRPHU ,Q FDVH FXVWRPHUV PDNH DG 5D HUHQF HEH IIRWHH H Y\SKHH W/ ® QWR HEH RI HFFRRYWIUR G RW RHHWWOOHG  ED!
FRQWUDFW OLDELOLW\ LV UHFRJQL]HG DV SUHVFULEHG LQ WKH D)\W6WKMVED@E®DEFE VKHHW GDWH

7KH *URXS LV LQYROYHG LQ VHYHUDO FRQVLJQPHQW DUUDQJHPHRKMW WV HDNKHGIRPH QW @R\ HJHERHEBL MG[ XOLPE ICHWIYHMI DG GHIHUUH:
D SURGXFW LI WKH SURGXFW LV KHOG RQ FRQVLJQPHQW EXW ZERR®EOMKHR DRAW URRPLW K\HUPRY QHHUU HG KR KK W KEEK W@ RIBHHUB ULV H H[S
7KLV WUDQVIHU RI FRQWURO LV EDVHG RQ WKH FXVWRPHUVeV XVBWWOHSWKMW EQUU\LQJ DPRXQW RI LWV DVVHWY DQG OLDELOLWLF

7KH *URXS GRHV QRW KDYH FRQWUDFWV ZKHUH WKH SHULRG EHWZHUYQH®BKW DY DVQYWWVY RQ G IOH CSELFOALW IHHGY JIRRKE W RRRORJQL]HG UHJDU
VHUYLFHV WR WKH FXVWRPHU DQG SD\PHQW E\ WKH FXVWRPHU HWBHSNCRQHUR\KMBIY HEW 1D FRIGWHTHXG] Y DWKH WWRX@G OLDELOLWLH)
GRHV QRW DGMXVW DQ\ RI WKH WUDQVDFWLRQ SULFHV IRU WKH AXIURMH P WOXHWHVRWRRQHDELOLWLHY LQ WKH VWDWHPHQW RI ILQDQFL
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'"HIHUUHG WD[ DVVHWYV DUH UHFRJQL]HG ZKHQ LW LV SUREDEOH WK QW V@ Ul ELFH@W WD[DEOH SURILWV ZLOO EH DYDLODEOH
DJDLQVW ZKLFK WKH GHIHUUHG WD[ DVVHWYV FDQ EH XWLOL]HG &RQ WD BK HE@\W D0QH VEIHWMMH G DWH MRW FRPBDDLVHG LQ WKH ILQDQF
UHDVVHVVHV XQUHFRJQL]HG GHIHUUHG WD[ DVVHWY DQG WKH FBBVVILEL OPWRX R WDR) RBX\WHO B B G MDH \DRAVMHWY HRERG\LQJ HFRQRPLF
HQWHUSULVH UHFRJQL]HV D SUHYLRXVO\ XQUHFRJQL]HG GHIHUUHGFRDILDN G HW WK HVKH BIOW HQO WWKIDWH P\W WDV KRR BHVFORVHG Z
SUREDEOH WKDW IXWXUH WD[DEOH SURILW ZLOO DOORZ WKH GHIHUUHG WD[ DVVHW WR EH UHFRYHUHG 7KH FRPSDQ\
FRQYHUVHO\ UHGXFHV WKH FDUU\LQJ DPRXQW RI D GHIHUUHG WB&KBVWHW HRW KN BHOMHQW WKDW LW LV QR ORQJHU
SUREDEOH WKDW VXIILFLHQW WD[DEOH SURILW ZLOO EH DY DL O BRVWWRDDOKW®RE WXHIQENQ WIKDWRS (SROYLVG R 1D GVKIDM. RQWVQ W) IRUPDW L
GHIHUUHG WD[ DVVHW WR EH XWLOL]JHG VKHHW GDWH DGMXVWLQJ HYHQWY DUH UHIOHFWHG LQ WKH ILQD

DGMXVWLQJ HYHQWV DUH GLVFORVHG LQ WKH QRWHV ZKHQ PDWH!L
$ GHIHUUHG WD[ OLDELOLW\ LV UHFRJQL]HG IRU DOO WD[DEOH WHPSRUDU\ GLIIHUHQFHYV

$GRSWLRQ RI QHZ DQG UHYLVHG VWDQGDUGV
5HWLUHPHQW EHQHILWY GHILQHG FRQWULEXWLRQ VFKHPKW FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI OHOH[LV 19 DUH
$ GHILQHG FRQWULEXWLRQ SODQ LV D SHQVLRQ SODQ XQGHU ZKBFRQWKH ®XRXS SD\V IL[HG FRQWULEXWLRQV
SHUFHQWDJH RI DQQXDO JURVV VDODU\ 7KH VFKHPH LV IXQGHG WKURXJK SD\PHQWV WR WKH LQVXUDQFH FRPSDQ\
&RQWULEXWLRQV WR GHILQHG FRQWULEXWLRQ SHQVLRQ VFKHPHXUDRQH WKBIUBXGUW R W KIH) PRE VRO LE D W HE KHVDNVRKXBHIQDAY BIGRSWH G
FRPSUHKHQVLYH LQFRPH LQ WKH \HDU WR ZKLFK WKH\ UHODWH ,QWHUSUHWDWLRQV LVVXHG E\ WKH ,QWHUQDWLRQDO $FFRXQWLQ

J)LQDQFLDO 5HSRUWLQJ ,QWHUSUHWDWLRQV &RPPLWWHH ,)5,& RI
,Q %HOJLXP OHOH[LV GHILQHG FRQWULEXWLRQ SODQV ZKLOH IXQG HGI MAWLR K R ROKSH LBPPRXIWMFLH B R B Ik BURRDIS WR BMVIWRROW DISG OD
DGKHUH WR %HOJLDQ UHJXODWLRQV JXDUDQWHHLQJ D PLQLPXP,)56 WHIMAKXU® ARHQ WR/QWKID W XDWLHR QR W7 KW BID\WMAWWY H®WRBHU  'HF#
D ULVN I[UHH UDWH Rl \HDU JRYHUQPHQW ERQG SODFHV WKH LQYHVWPHQW ULVN XQWLO WKH OHJDO PLQLPXP UDWHYV
DSSOLFDEOH RQ WKH HPSOR\HU 7KLV VWUXFWXUH FODVVLILHV7WKH FSOORAL QY GHZLYW B QEHUHI VW QG IPHRGBHQYWY¥6WR VWDQGD U
8QGHU ,$6 FRPSDQLHV PXVW UHFRJQL]H D OLDELOLW\ IRU HP $DO@®DQH LECH FH DW \E H DIURDE & XKADIHK & \H @/ @GR U VN EKE\ WKH (XURS|
DV SHQVLRQV 7KHVH IXWXUH REOLJDWLRQV DUH PHDVXUHG RQ D GLVFRXQWHG EDVLV WR UHIOHFW WKHLU SUHVHQW YDOXH

‘H UHIHU WR €£#RRW PRUH LQIRUPDWLRQ RQ WKLV WRSLF $PHQGPHQWYVY WR ,$6 C¢3UHVHQWDWLRQ RI )LQDQFLDO 6WDWHPH

RU QRQ FXUUHQWeé HIIHFAWLHFW RQO\ WKH SUHVHQWDWLRQ RI O]

6HIPHQWYV ILQDQFLDO SRVLWLRQ & QRW WKH DPRXQW RU WLPLQJ RI UHFRJ

OHOH[LV XVHV WKH PDQDJHPHQW DSSURDFK IRU GHWHUPLQLQJ LWRUVW EKPRHIQVRLIUPIRWEP R QY VRKQD V8 HODV W BKY ®LVFSBRVH DERXW WKRV
$V RI OHOH[LV KDV RQO\ RQH RSHUDWLQJ VHIJPHQW WKH GHYHORSPHQW DQG VDOH RI LQWHJUDWHG FLUFXLWYV

$V D UHVXOW UHJXODU ILQDQFLDO UHSRUWLQJ WRZDUGV WKH &2'0 &®DHL ASWKDW WVQK H HFFOL/ALRIQ LITDNMLLR D W1 OHMHE[LOLWLHY DV FXLU
WKLV LV &(2 &)2 LV GRQH LQ RQH VHIJPHQW DQG WKH IX0O0 5 ' UHVRXDMH [DUWCH R CHYIL\RVY HQ/F 8 ROQM VR OHS @ G HRA WV R H YU HB RUWLQJ S+
E\ RQH FRUSRUDWH WHDP SDUDJUDSKV WR UHIHU WR WKH ULJKW WR GHIHU VHWWOHPF
H[SOLFLW WKDW RQO\ ULJKWV LQ SODFH DW WKH HQG RI WKF

OHOH[LVY SURGXFWV DQG SURGXFWLRQ SURFHVVHV KDYH HYROYHG LROWDXNK ID FZDN IVWRKD R/l WKL BEV@IL@FWLRQ EHWZHHQ
DXWRPRWLYH DQG QRQ DXWRPRWLYH VHIPHQWY LV QR ORQJHU UHO KRODUW I\ 2\8 K D WLV @ H IFLIADLR IQR/QDINH XVQIDN IHHE VG M G LEAJHDS H F W D W
FRPPLWWHH OHDG E\ WKH &(2 EDVHG RQ SHUIRUPDQFH DVVHVVPHQWM JKVD DVRF GHOHIUQVRIWADOH RHQRQ RIHR DUMDEKIOAMO DQG PDNH F:
VHIPHQWYV LV SUKVH&IWHG LQ QRWH WKH FRXQWHUSDUW\ RI FDVK HTXLW\ LQVWUXPHQWVY RWKHU
i &ODULI\ KRZ FRQGLWLRQV ZLWK ZKLFK DQ HQWLW\ PXVW FRPS
SHULRG VXFK DV FRYHQDQWYV DIIHFW WKH FRUUHVSRQGLQJ




7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

$PHQGPHQWV WR ,$6 ¢6WDWHPHQW RI &DVK )ORZVé DQG ,)56 $PHQGPHQWV WR ,)56 DQG WR ,)56 &RQWUDFWYV 5HIHUHQFLQJ
'LVFORVXUHVe& HIIHFWLYH -DQXDU\ 6 XIXKIODRHQG®BQMHBHS$SPHQGPHQWY WR ,)56 DQG ,)56 HIIF 2Q 'HFHPEHU \ WKH
WKH FKDUDFWHULVWLFV IRU ZKLFK UHSRUWHUV ZLOO KDYH WR LVVXHG DPHQGPHQWYV WRLY)BGRVXYG V)§6HIDUGLQJ WKH
LPSDFW RI VXSSOLHU ILQDQFH DUUDQJHPHQWY RQ OLDELOLWLHVY FDVK IORZV DQG H[SRVXUH WR OLTXLGLW\ ULVN
i FODULI\ WKH DSSOLFDWLRQ RI WKH ¢RZQ XVH& UHTXLUHPHQW
$PHQGPHQWV WR ,)56 ¢/HDVHVé /HDVH /LDELOLW\ LQ D 6DOH D) SHUPLW KHGJH DFFRXQWLQJ LI WKHVH FRQWUDFWV DUH XVHG
7KH DPHQGPHQWYVY H[SODLQ KRZ DQ HQWLW\ DFFRXQWV IRU [ 'QHZ GLVFORVXUH UHTXLUHPHQWY WR HQDEOH LQYHVWRUV WF
WUDQVDFWLRQ VSHFLILFDOO\ ZKHUH VRPH RU DOO WKH OHDVH SDD FRPSDQ\éV ILQDQFLDO SHUIRSPDRHFGWIWQE KIDW Kz ROR Z V
QRW GHSHQG RQ DQ LQGH[ RU UDWH 7KH\ VWDWH WKDW LQ VXEVHTXHQWO\ PHDVXULQJ WKH OHDVH OLDELOLW\ WKH
VHOOHU OHVVHH GHWHUPLQHV ¢cOHDVH SD\PHQWVeé DQG ¢UHY!L VHG 60 HBWHI \BDORFIQMLR LIDQIS Z DY AOKRDAX UFR HY  JILROW QFH\DXCD MWD W H P |
LQ WKH VHOOHU OHVVHH UHFRJQLVLQJ DQ\ DPRXQW RI WKH JDLQ$RY KRBV \L WWTCHG U)}66 D W HWK W RO WK N WD QKW (RG RDHSIWAVHQWDWLR
UHWDLQV $Q\ JDLQV DQG ORVVHV UHODWLQJ WR WKH IXO0 RU SDWWKLD ORWKV FR@ XWGE R Y HRY BV R MCKHH VARDWH BKEGVWRI EBURILW RU
UHFRJQLVHG ZKHQ WKH\ RFFXU DV WKHVH UHODWH WR WKH ULJKWURIODPWHWHHRUPLQDWHG DQG QRW WKH ULJKW RI XVH
UHWDLQHG
WKH VWUXFWXUH Rl WKH VWDWHPHQW RI SURILW RU ORVYV
7KH IROORZLQJ DPHQGPHQWY KDYH EHHQ LVVXHG EXW DUH QRW PDQGDHNRUU HBGUGAK A A RY X WHW LIPGI WRKUH WLKQHD [QFLIDQDF VIV WHP H Q W V
\HDU EHJLQQLQJ -DQXDU\ DQG KDYH EHHQ HQGRUVHG E\ WKH (XUFRPHD/XBROYROKDW DUH UHSRUWHG RXWVLGH DQ HQWLW\eV IL
GHILQHG SHUIRUPDQFH PHDVXUHV DQG
$PHQGPHQWYV WR ,$6 ¢7KH (IIHFWV Rl &KDQJHV LQ J)RUHLJQ ([FKDQHREDWHANG/BBNQEILSOHYV RQ DJJUHJDWLRQ DQG GLVDJJUHJID!
H[FKDQJHDELOLW\é HIIHFWLS6H SG¥DRBXVO\ GLG QRW FRYHU KRZ WRWHNMMHPHRLVOW DQG QRWHYV LQ JHQHUDO
H[FKDQJH UDWHV LQ FDVH WKHUH LV ORQJ WHUP ODFN RI H[FKDQJHDELOLW\ DQG WKH VSRW UDWH WR EH DSSOLHG E\
WKH FRPSDQ\ LV QRW REVHUYDEOH 7KH QDUURZ VFRSH DPHQG)BI6QWXLDOGGCUWSBPBIFIMHF, $6H T XALG\PRIQWKHRRWKHU H[LVWLQJ SULQFL:
FKDQJHV ,)56 ZLOO QRW LPSDFW WKH UHFRJQLWLRQ RU PHDVXL
i "HWHUPLQLQJ ZKHQ D FXUUHQF\ LV H[FKDQJHDEOH LQWR D QRWWKHW P QIKWKFIQDIQWH. ¥ KDRWDQ HQWLW\ UHSRUWY DV LWV ¢RSHUI
i "HWHUPLQLQJ WKH H[FKDQJH UDWH WR DSSO\ LQ FDVH D FXUUHQF\ LV QRW H[FKDQJHDEOH
i $GGLWLRQDO GLVFORVXUHV WR SURYLGH ZKHQ D FXUUHQF\,)156 QRIM BOFRSBOONDEOHW HSRUWLQJ SHULRGYV EHJLQQLQJ RQ RU DIV
FRPSDUDWLYH LQIRUPDWLRQ 7KH FKDQJHV LQ SUHVHQWDWLRQ D¢
7KH IROORZLQJ DPHQGPHQWY KDYH EHHQ LVVXHG EXW DUH QR W \FMMHPDWRE \SIRRIF WKW FKDQWHWLPH IRU WKH ILQDQFLDO
\HDU EHJLQQLQJ -DQXDU\ DQG KDYH QRW EHHQ HQGRUVHG E\ WKH (XURSHDQ 8QLRQ
,)56 6XEVLGLDULHV ZLWKRXW 3XEOLF $FFRXQWDELOLW\7KH FO
$PHQGPHQWYV WR ,)56 DQG WR ,)56 WKH &ODVVLILFDWLRQ DQG QW BV RDMRLROW QR $ FIFRXQFLIDDI , QW NQEBHQWAMDUG ,$6% KDV LV
HIITHFWLYH RQ -DQQ@DUDD\ WKH ,$6% LVVXHG DPHQGPHQWYV W)RE,\JEGLDJ,Q_CHV)SE;)SGWR(;6XEVLGLDULHV ZLWKRXW 3XEOLF $FFRXQ

VYEYEGLDULHY WR XY H 6WDQ V ZLWK UH
i &ODULI\ WKH GDWH RI UHFRJQLWLRQ DQG GHUHFRJQLWLRQ RI V G L R f_ R R L&J/\/G uHG
K H S RAGE LQDQFLDO\

K FO WND
VRO

L H
M [DQLTVe

S OPULIL DOG DOG IXUWKHU 1XLODQFN 1RU DVVHYYLQY 2K Hw kML SRR TR AR AR

SD\PHQWV RI SULQFLSDO DQG LQWHUHVW 633, FULWHULRQ
i $6G QHZ GLVFORVXUHV IRU FHUWDLQ LQVWUXPHQWY ZLWK FRQWUDFWXDO WHUPV WKDW FDQ FKDQJH FDVK IORZV

VXFK DV VRPH LQVWUXPHQWY ZLWK IHDWXUHV OLQNHG WR WKH DFKLHYHPHQW HQYLURQPHQW VRFLDO DQG

JRYHUQDQFH (6* WDUJHWV DQG
i 8SGDWH WKH GLVFORVXUHV IRU HTXLW\ LQVWUXPHQWY GHVLJQDWHG DW IDLU YDOXH WKURXJK RWKHU

FRPSUHKHQVLYH LQFRPH )92&,

=00

A0
R
H



7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

$QQXDO LPSURYHPHQWY 9ROXPH HITKHAWILPYHHQ GHD®Q B 'D\QGDUGYV DUH

,)56 )LUVW WLPH $GRSWLRQ RI ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV

,)56 )LQDQFLDO ,QVWUXPHQWY 'LVFORVXUHVY DQG LWV DFFRPSDQ\LQJ *XLGDQFH RQ LPSOHPHQWLQJ ,)56
,)56 )LQDQFLDO ,QVWUXPHQWV

)56 &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV DQG

,$6 6WDWHPHQW RI &DVK )ORZV

7KH IROORZLQJ VWDQGDUG LV PDQGDWRU\ VLQFH WKH ILQDQFLDO \HDU EHJLQQLQJ -DQXDU\ KRZHYHU QRW
\HW VXEMHFWHG WR (8 HQGRUVHPHQW 7KH (XURSHDQ &RPPLVVLRQ KDV GHFLGHG QRW WR ODXQFK WKH
HOGRUVHPHQW SURFHVV RI WKLV LQWHULP VWDQGDUG EXW WR ZDLW IRU WKH ILQDO VWDQGDUG

)56 ¢5HIJXODWRU\ GHIHUUDO DFFRXQWW & R{J FHRMOIVY B Q L@WDUL\P VWDQGDUG

RQ WKH DFFRXQWLQJ IRU FHUWDLQ EDODQFHV WKDW DULVH IURP UDWH&UHJXODWHG DFWLYLWLHV ,)56 LV RQO\
DSSOLFDEOH WR HQWLWLHV WKDW DSSO\ ,)56 DV ILUVW WLPH DGRSWHUV RI ,)56 ,W SHUPLWV VXFK HQWLWLHV RQ
DGRSWLRQ RI ,)56 WR FRQWLQXH WR DSSO\ WKHLU SUHYLRXV *$$3 DFFRXQWLQJ SROLFLHV IRU WKH UHFRJQLWLRQ
PHDVXUHPHQW LPSDLUPHQW DQG GHUHFRJQLWLRQ RI UHJXODWRU\ GHIHUUDO DFFRXQWV 7KH LQWHULP VWDQGDUG
DOVR SURYLGHV JXLGDQFH RQ VHOHFWLQJ DQG FKDQJLQJ DFFRXQWLQJ SROLFLHV RQ ILUVWAWLPH DGRSWLRQ RU
VXEVHTXHQWO\ DQG RQ SUHVHQWDWLRQ DQG GLVFORVXUH

$W DQ\ WLPH PDQDJHPHQW DLPV DW SURYLGLQJ D IDLU UHSUHVHQWDWLRQ RI WKH ILQDQFLDO VWDWHPHQWY WR LWV
VWDNHKROGHUV DFFRUGLQJ WR ,)56 OHJLVODWLRQ ,Q FDVH RI FKDQJHV LQ ,)56 OHJLVODWLRQ WKDW PDWHULDOO\ LPSDFW
EXW DUH QRW \HW DGRSWHG E\ OHOH[LY PDQDJHPHQW HQVXUHV WLPHO\ GLVFORVXUH RI WKH LPSDFW RQ OHOH[LVE
ILQDQFLDO VWDWHPHQWY 7KHUH LV QR LPSDFW H[SHFWHG

7KH *URXS HOHFWHG QRW WR DGRSW HDUO\ WKH QHZ 6WDQGDUGYVY ,QWHUSUHWDWLRQV DQG $PHQGPHQWYV ZKLFK KDYH
EHHQ LVVXHG EXW DUH QRW \HW HIIHFWLYH DV SHU 'HFHPEHU



7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO RRIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

2YHUYLHZ Rl JURXS VWUXFWXUH

3OHDVH IEKDSW Rl WKH QRWHY IRU WKH VKDUHKROGHU VWUXFWXUH



7TDFOH RI $W D SFRXW EXVWDI QDELOLWY QDQFLDO &RUSRUDWH
FROWHQWY J10DQFH NHOH[LV IIHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

1RWHYV $V Rl  'HFHPEHWKHUH ZHUH QR RXWVWDQGLQJ GHULYDWLYHV IRL
DSSOLHG DV GHILQHG XQGHU ,)56 $V D UHVXOW QR FKDQJHV LQ
$ &DVK DQG FDVK HTXLYDOHQWYV UHFRJQL]HG LQ D KHGJLQJ UHVHUYH

7KH DGYDQFH SD\PHQWYV $'LD/FID R\RMG DLFF RRGMHG IRU XQGHU )¢
ZLOO EH LQ ZDIHUV DQG QRW LQ FDVK RU DQRWKHU ILQDQFLDO LQ

&DVK DW EDQN DQG LQ KDQG

& 7UDGH UHFHLYDEOHYV
7KH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOW®WYV LMQPDLR@G GXH WR WKH SD\PHQW RI
LQWHULP GLYLGHQG 7UDGH UHFHLYDEOHV DUH PHDVXUHG DW IDLU YDOXH DQG DUH VXI
DOORZDQFH IRU FUHGLW ORVVHV 'XH WR WKH VKRUW WHUP QDWX
% &XUUHQW LQYHVWPHQWY GHULYDWLYHV DPRXQW LV FRQVLGHUHG WR EH WKH VDPH DV WKHLU IDLU YDOXH

IRWLRQDO DPRXQWYV
7KH IROORZLQJ WDEOH SUHVHQWY WKH HYROXWLRQ Rl WKH DJJ 7UDGH DFFRXQWV UHFHLYDEOH
RXWVWDQGLQJ GHULYDWLYH ILQDQFLDO LQVWUXPHQWV &UHGLW ORVV DOORZDQFH

2XWVWDQGLQJ ); KHGJH FRQWUDFWYV RQ '"HBBPEHU QRW H[FHHGLQJ \HDU

$V RI '"HFHPEHWUDGH UHFHLYDEOHVZRIUBSDVW GXH
); KHGJH FRQWUDFWY DUH HQWHUHG LQWR LQ RUGHU WR KHGJH SDUW RIT WKH RXWVWDQGLQJ EDODQFH VKHHW H SR XUH
LQ IRUHLJQ FXUUHQF\ 86" 7KH DJLQJ DQDO\WLV RI WKHVH UHFHLYDEOHV LQ LQJ DOORZI

)DLU YDOXH
7KH IDLU YDOXH Rl GHULYDWLYHV LV EDVHG XSRQ PDUN WR PDL 1RW GXH
LQVWUXPHQWY DUH PHDVXUHG DW IDLU YDOXH GHULYHG IURP O GD\V
FDOFXODWHG XVLQJ WKH IRUZDUG UDWH RI WKH DSSURSULDWH

! GD\V

1R RXWVWDQGLQJ GHULYDWLYHV FODVVLILHG DV DQ DVVHW XQ¢!'! GD\V

7KH IROORZLQJ WDEOH SUHVHQWY DQ RYHUYLHZ RI WKH IDLU YDOXH RI RXWVWDQGLQJ GHULYDWLYHV FODVVLILHG DV D

OLDELOLWA XQGHU GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV ,Q WKH IROORZLQJ DJLQJ DQDO\VLY WKH GLVWLQFWLRQ LV PDGH

IRU FUHGLW ORVVHV LV PDGH DQG WKH UHFHLYDEOHV IRU ZKLFK C

DOXH

2XWVWDQGLQJ ); KHGJH FRQWUDFWY OHYHO



7DFOH RI SW D SFRXW 6XVWDI ODELOLIWY QDQFLDO &RIUSRUDWH
FROWHQWY J10NDQFH NHOM[LYV IITHSRUW IITHSRUW IRYHUQDQFH $SSHQGL]
A°&RQVROIGDWHG )1 QD Qa 1R W W R AKHHOARO VRO GDWHG )LQDQFLDO 6WDWHPHQWYV

OHOH[LV ,QF 86 HQWLW\

OHOH[LV *PE+
OHOH[LV %XOJDULD (22'

*HUPDQ HQWLW\
%X0JDULDQ HQWLW\

OHOH[LV 8NUDLQH 8NUDLQLDQ HQWLW\

1RW GXH &
GD\V = OHOH[LV 7THFKQRORJLHV 6% 6ZLVV HQWLW\
OHOH[LV 19 %2 )UDQFH JUHQFK EUDQFK
! GD\V &®
OHOHILQ 19 %HOJLDQ HQWLW\
I GD\V
OHOH[LV 7THFKQRORJLHV 19 %HOJLDQ HQWLW\
7RWDO

OHOH[LV 19 %2 3KLOLSSLQHV 3KLOLSSLQH EUDQFK

OHOH[LV -DSDQ 7HFKQLFDO 5HVHDUB K RHOWHHWQ W L W\

7KH FUHGLW FRQWURO GHSDUWPHQW UHYLHZV RQ D UHJXODU E

OHOH[LV (OHFWURQLF 7THFKQRORJ\ 6K&RUADBY H &RQ W/IWG
WKHUH LV D VLJQLILFDQW LQFUHDVH LQ WKH FUHGLW ULVN RI D CH
DQDO\VLV RI WKH LQFUHDVHG FUHGLW ULVN LV SHUIRUPHG DFF| OHOHILV ODODIVLD 6GQ %KG WO NG
RXWSXW RI WKH DQDO\VLYV GLG QRW UHVXOW LQ PDWHULDO DPR OHOH[LV 7THFKQRORJLHV 19 %2 0DOD\V@DOD\VLDQ EUDQFK

OHOH[LV '"UHVGHQ *PE+ *HUPDQ HQWLW\
OHOH[LV XVHV DQ HDUO\ ZDUQLQJ VIVWHP WR GHWHFW SRWHQW gHoH[LY )UDQFH 686 U GER FEL
DYDLODEOH ILQDQFLDO LQIRUPDWLRQ RI WKH FXVWRPHU ZLWK ERXWK RUHDQ HOWLW
RI WKHLU IXWXUH RUGHU DQG SD\PHQW EHKDYLRU 7KH DQDO\ )
LQYHVWLIDWHG E\ WKH FUHGLW FRQWURO WHDP 1R DGGLWLRQ HHOJLDQ HQWLWA

OHOH[LV .RUHD <XKDQ +RHVD
;SHTW 19

JSHTW (22 %XOJDULDQ HQWLW\
OHOH[LV 19 %2 7DLZDQ 7DLZDQ EUDQFK

RI WKH WUDGH DFFRXQWY UHFHLYDEOH DUH UHODWHG SDUWLHV FRPSDUHG WR
6LWXDWLRQ DV SHU '"HFHPEHU

i 6HQVLQQRRDOW %9 VKDUH Rl WKH RXWVWDQGLQJ OHOH[LV V
6HQVLQQRYDW %9 DUH FRQWUROOHG E\ OU 5XGL 'H :LQWHU D
&KRPEDU LV D GLUHFWRU DW OHOHI[LV 19

6KDUHKROGHU VWUXFWXUH DQG LGHQWLILFDWLRQ RI PDMRU UHODW(PH I SBERNY Hy RI WKH RXWVWDQGLQJ OHOH[LV VKDUHV 0U S5RC

OHOH[LV 19 LV WKH SDUHQW FRPSDQ\ Rl WKH OHOH[LV *URXS WKDW LEPFEIXE8Y RO FPARIHEH RWWIHWY B8 HEQ pQH k' f§ KeWHOHW LV
ZKLFK KDYH EHHO FROVROLGDWHG i (OH[ 19 RZQV Rl WKH RXWVWDQGLQJ VKDUHV RI JUHPDFK ,

i JUHPDFK ,QWHUQDWLRQDO 19 KDV VLJQLILFDQW LQIOXHQFH R

3HU 'HFHPEHUS85
(85 SHU 'HFHPEHU

' SHODWHG SDUWLHYV

2Q 1RYHPEHU ‘WULRQ VROG DOO VKDUHV LW KHOG LQ OHOH]|

VKDUHKROGHUV ;WULRQ VROG VKDUHV WR (OH[ DQG

FKDQJHV WR WKH VKDUHKROGLQJ VWUXFWXUH RI OHOH[LV RQ 1R

RZQ RI WKH RXWVWDQGLQJ OHOH[LV VKDUHV DQG ; )$% LV QR C

RQ ,$6 E VLJQLILFDQW LQIOXHQFH DV GHILQHG LQ ,$6 QR |

DQG WUDQVDFWLRQV GXULQJ WKH \HDU LQFOXGHG LQ WKLV VHFWI
WR 1RYHPEHU



7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO RRIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

2XWVWDQGLQJ EDODQFHYVY DW \HDU HQG 6DOHV SXUFKDVHV RI VHUYLFHYV

$V Rl 'HFHPEHMQG WKH IROORZLQJ EDODQFHV ZHUH RXWVWD
5HFHLYDEOHYV BOEE Y e
(OH[ 19 LQIUDVWUXFWXUH RIILFH EXLOGLQJ

JURP (OH[ 19 iSHTW *URXS LQIUDVWUXFWXUH RIILFH EXLOGLQJ &
JUHPDFK *URXS ‘WULRQ 19 LQIUDVWUXFWXUH RIILFH EXLOGLQJ ®
6HQVLQQRYDW :)$% *URXS PDLQO\ WHVW DQG DVVHPEO\ VHUYLFHV ®
TRWDO JUHPDFK *URXS ®

3D\DEOHV :RUNQRPDGV ($' *

7R (OH[ 19
SWULRQ 19 ® 3XUFKDVHV IURP

" VHUYLFHV DQG UHODWHG VXSSRUWz

:RUNQRPDGV ($' s WULRQ 19 PDLQO\ ,7 5

6HQVLQQRYDW
UELIDO SHTW *URXS PDLQWHQDQFH DQG UHSDLU VHUYLFHV @

(OH[ 19 VXSSRUW VHUYLFHV

;7 )$8% *URXS PDLQO\ WHVW DQG GHVLJQ VHUYLFHV &®

7TUDQVDFWLRQV GXULQJ WKH \HDU

6DOHYV SXUFKDVHV RI JRRGYVY DQG HTXLSPHQW
,Q WKH FRXUVH RI WKH \HDU IROORZLQJ WUDQVDFWLRQV KDYH 6HQVLQQRYDW %9

:RUNQRPDGV ($' 5 ' 6HUYLFHV

7KH %RDUG RI 'LUHFWRUYV DQG WKH $XGLW &RPPLWWHH KDYH UHY|
DQG FRQFOXGHG WKDW WKHVH WUDQVDFWLRQV DUH ZLWKLQ WKH

6DOHV WR
JUHPDFK *URXS PDLQO\ LQWHJUDWHG FLUFXLWV RU ,&V VXIILFLHQW HOHPHQWYV WR FRQFOXGH WKDW WKH UHPXQHUDWLRQ

iy SHTW *URXS
5HPXQHUDWLRQ RI NH\ PDQDJHPHQW

;)$% *URXS @
_LRQ

_H\ PDQDJHPHQW

3XUFKDVHV IURP

; )$% *URXS PDLQO\ ZDIHUV

;SHTW *URXS PDLQO\ HTXLSPHQW DQG JRRGV
s WULRQ 19 PDLQO\ ,7 LQIUDVWUXFWXUH

BOHDVH UHIHAPWRHRNIW | IRRQRBHSEHWDL OV

8 8 8 8

(OH[ 19

;SHTW LV QR ORQJHU D UHODWHG SDUW\ 7UDQVDFWLRQV GX

$V RI 1RYHPEHU ; )$% LV QR ORQJHU D UHODWHG SDUW\ $V RI 2FWREHU



7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

( ,QFRPH WD[HV YXUWKHUPRUH D GHIHUUHG WD[ ?2DU BLIHARV\QR | H 65D WP CHIMD HQ GQ N |
WR VHWWLQJ XS GHIHUUHG WD[ OLDELOLWLHV IRU OHDVHV DQG FL
7KH LQFRPH WD[ H[SHQVHV FDQ EH EURNHQ GRZQ DV IROORZV

&RQVROLGDWHG ILIXUHV VKRZ D FXUUHQW WD[ UBRIBLY OFEXQH ID®@ W X

G 0LDELOLW DPRXQWLQITWR PRVW LPSRUWDQW FRPSRQHQW RI WKF

&XUUHQW WD[ H[SHQVHYV WKH RYHUSD\PHQW RI %HOJLDQ FRUSRUDWH LQFRPH WD[HV DPRX

"HIHUUHG WD[ H[SHQVHV

7KH *URXS RSHUDWHY RQ WKH DVVXPSWLRQ WKDW LW LV ZLWKLQ
7RWDO UXOHV 3LOODU 7ZR OHJLVODWLRQ ZDV HQDFWHG LQ %HOJLXP WK

LQFRUSRUDWHG DQG FDPH LQWR HIIHFW DV IURP -DQXDU\
,QFRPH WD[ H[SHQVHV GHFUHDVHG FRPSDUHG WR ODVW \HDU GXH WR D GHFUHDVH LQ WD[DEOH UHVXOW

8QGHU WKH QHZ OHJLVODWLRQ WKH *URXS LV OLDEOH WR SD\ D W
,QWUD JURXS WUDQVDFWLRQV UHVXOWHG LQ LQWDQJLEOH DV VHWWE® WikHVWRoWPWH7$ilt K RORMGLF ¥ RO ® @E oMifHy PLQLPXP Ul
%X0OJDULD (22' VWDWXWRU\ VWDQGDORQH ILQDQFLDO VWDWHP8YWMHQGWHIHY B VB/Q W HB WX YR HPVBiH QDG HIGHHG V H[FHS
FRQVROLGDWHG ILJXUHV UHVXOW LQ WD[ GHGXFWLEOH DPRUW LAB®XLR@DMKHY JWHK/HLIOX WK H QYD N HISRKHVH ERPYW KD LUIRYP RI WRS X

'"HIHUUHG WD[ HIIHFWV OLQNHG WR WKHVH WUDQVDFWLRQV DPRRYWLWRDWSRIR [V KB WIROWF K&ED W Hp MVORSL K6 W [\ DU @I DULD DPRO
6ZLW]HUODQG WR DSSUR[LPDWHO\ (85 PLOOLRQ

$V IURP ILQDQFLDO \HDU WKH %RDUG RI 'LUHFWRUV GHHPHG/ Ky H{B K& LIS WY WiKiblut F-bSsW R d W RQUHEFRY R bW DQG GLVFO
DQG GHYHORSPHQW HIIRUWY LQ OHOH[LV 7THFKQRORJLHV 19é&V VW bRBLIIMNGH WEHHARWDHE W IWVMPPRYPHORWIFRBRFKD[HY DV SURYLG
DSSURDFK LV IRXQG WR EH D EHVW SUDFWLFH DSSURDFK IURP D %HOJLDQ DFFRXQWLQJ DQG WD[ SHUVSHFWLYH

'"HIHUUHG WD[ HIIHFWV OLQNHG WKHUHWR DPRXQW WR DSSUR[LPERPIERHBEWYV RILGkHIIHIY B¢ WiPd P M¥tWVY DUH DV IROORZV

DQG OHOH[LV 7THFKQRORJLHV 19 DQG GHIHUUHG WDJ[ HIITHFWV UH 7D[ DPRUWL]DWLRQ FKDUJHV
WKH PD[LPXP DPRXQW RI GHIHUUHG WD[ DVVHWV WR EH UHFRJQ

7D[ ORVVHV FDUULHG IRUZDUG

$VVHW RQ OHDVHV 2
$V LQ SUHYLRXV \HDUV WKH FRPSDQ\ DVVHVVHG WR ZKDW H[WF )5 ypOXH DGMXVWPHQWY WR p)
HIIHFWLYHO\ EH UHDOL]HG LQ WKH IXWXUH ,Q WKLV UHVSHFW KHGJH DFFRXQWLQJ
DFFRXQW WKH XQFHUWDLQWLHYV UHODWHG WR WKH UDSLG WHFk gg
FRPSHWLWLYH PDUNHW DV ZHOO DV WKH IDFW WKDW WKH FRPSI OLVEHOODOHRXY
FXVWRPHUV 'HIHUUHG WD[ DPRXQWY UHFRJQL]HG LQ |LIWHY E D/
RQ PDQDJHPHQWeéV EHVW HVWLPDWH FRYHULQJ H[SHFWHG EXVL| {RWDO
LWV DVVHVVPHQW WKH %RDUG RI 'LUHFWRUV W\SLFDOO\ DGKHUHV WR D \HDU KRUL]JRQ 7DNLQJ LQWR DFFRXQW WKHVH
FRQVLGHUDWLRQV WKH %RDUG RI 'LUHFWRUV GHFLIDEPFGWKR)DJWER@U.(D&L@/QSLFQNWUIXPH{IQWUH|HU WR RXU ); DQG LQIODWLRQ GHUL
GHIHUUHG WD[ DVVHW R$ABBUGLQJO\ WKH XQUHFRJQLJHG GHIHUQHRUW D VD KQHMO I RW HFPH GG Y %"HHN U S B @ DVBI[ DNV INHHUWW RH QSR MY
IRUZDUG GLYLGHQGV UHFHLYHG GHGXFWLRQ DPRXQWV WR DSSURHFRMWHAG (8B W IPLL® O LRRQIWK WHIDRRHNQ® WR (85 PLOOLRQ 'HIHL
MINHG WR DQ H[FHVV '5' RI (85 ZKLFK FDQ EH FDUULHG |RUYWHWGP RYGHMKPLWHPRQWKY DPRXQW WR (85 PLOOLRQ




7THhFECH RI $W D $FRXW EXVWDI QDELOLWYM QDQFLDO &RUSRUDWH
FROWHQWY 10DQFH OHOH[LV IIHSRUW IITHSRUW JRYHUQDQFH $SSHQGL][

&RPSRQHQWV Rl GHIHUUHG WD[ OLDELOLWLHV DUH DV IROORZV ) ,OQYHQWRULHV

_ QYHQWRU\ LV ZULWWHQ RIl ZKHQ QR VDOHYV DUH H[SHFWKES RU ZK
)DLU YDOXH DGMXVWPHQWMVeWR RI DGGLWLRQDO LQYHC(8RU\ ZDVRIWLKWWHQYRIQWRU\ ZULWW
ILQDQFLDO LQVWUXPHQWV WKH SUHYLRXV \HDU ZDV UHYHUVHG DV WKH EXVLQHVV FRQGLWLR
/LDELOLW\ RQ OHDVHYV @ UHGXQGDQW RU WKH HVWLPDWHG VDOHY YDOXH LQFUHDVHG GXH
OLVFHOODQHRXV SURJUHVV FRQVLVWY Rl PDWHULDO WKDW LV EHLQJ ZRUNHG RQ LG

5HFRQFLOLDWLRQ RI WKH H[SHFWHG WD[ H[SHQVHV DQG WKH FF

5DZ PDWHULDOV DQG VXSSOLHV DW FRVW

:RUN LQ SURJUHVV DW FRVW

G ouvkno RRoY ow FRvw

,QFRPH EHIRUH WD[HV
([SHFWHG WD[HV DW GRPHVWLF UDWH

5HVHUYH IRU REVROHWH VWRFN

(ITHFWLYH WD[HV

"LIIHUHQFH WR EH H[SODLQHG 7KH LQYHQWRU\ LQFUHDVHG DV D UHVXOW RI RXU DXWRPRWLYH F)
(ISODQDWLRQ RI WKH GLIIHUHQFH LQYHQWRULHV ZKLFK OHG WR OHVV VKLSPHQWV LQ WKH IRXUWK T

'LITHUHQFH LQ IRUHLJQ WD[ SHUFHQWDJHY DQG RWKHU WD[ UHJLPHV

* 2ZWKHU FXUUHQW DVVHWYV
*OREDO PLQLPXP WD[ GRPHVWLF WRS XS WD[HV

&DSLWDO DOORZDQFHV
(ITHFW RI ,3 DPRUWL]DWLRQ

2WKHU UHFHLYDEOHYV
7D[ HITHFW RI QRQ GHGXFWLEOH LWHPV

7D[ HIIHFW Rl QRQ WD[DEOH LQFRPH BUHSDLG H[SHQVHV

7D[ HITHFW Rl SDWHQW LQQRYDWLRQ LQFRPH GHGXFWLRQ

7D[ HITHFW RI LQYHVWPHQW GHGXFWLRQ
7D[ ORVVHV FDUULHG IRUZDUG 7KH RWKHU UHFHLYDEOHV PDLQO\ UHODWH WR 9%7 LQFRPH WD[ Ul
UHSD\PHQW RI ; )$% SUHSD\PHQWV

&XUUHQW WD[ DGMXVWPHQWY UHODWLQJ WR SULRU \HDUV

OLVFHOODQHRXV 3UHSDLG H[SHQVHYV DUH H[SHQVHV SDLG LQ DGYDQFH IRU WKH ZKF

&KDQJH Rl UHFRJQLWLRQ RI GHIHUUHG WD[ DVVHWV GHFUHDVH LQFUHDVH HHY HWF 7KHVH LQFUHDVH DW WKH EHJLQQLQJ RI WKH \HDU DQG
5HYDOXDWLRQ RI GHIHUUHG WD[ DVVHWYV SUHYLRXV SHULRGV
7RWDO 7KH LQFUHDVH LQ RWKHU FXUUHQWSBIVVH@Y 'IHUR-PP\EEFBY 8 5

Cmesern e SHUHOG MMV EDLOOL | KK VRUW WHUR SRUWLRO 1w

DUH VFKHGXOHG WR VWDUW LQ 4 DQG ZHUH WKHUHIRUH QRW I




7DFOH RI
FROWHQWYV

EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

+ 2ZWKHU QRQ FXUUHQW DVVHWYV

, IIRSHUWN SODQW DQG HTXLSPHQW

1 )$% *URXS &RV W
USRI %HJLQQLQJ RI WKH
SHULRG
7KH PLVPDWFK EHWZHHQ VXSSO\ DQG GHPDQG UHODWHG WR @%W%’E@Q/\\/LR' WKH
SDUWLFLSDQWYV WR HVWDEOLVK QHZ ZD\V RI FRQWUDFWLQJ DLPHG DW WKH v
DQG WKHLU FXVWRPHUV 'XULQJ UHFHQW \HDUV LQ OLQH zLwKk SHYHEERERY
VXEVLGLDULHV KDYH DOVR FRQFOXGHG YDULRXV ORQJ WHUP DJLLH%%\H&WV%R DVVHWY @ @ @ @ @

PRVW LPSRUWDQW JRDO RI WKH /7$V LV WR VHFXUH YROXPHV DQ(: PRUH StU

*LYHQ WKDW WKH /7$ ZLWK RXU PDLQ VXSSOLHU
OHOH[LVY THFKQRORJLHV DJUHHG LQ
FRPPLWWHG ZDIHUV

7UDQVIHUV @

©)$% UHTXLUHV&TBIJQLILFD
LQ OLQH ZLWK FXUUHQW$PD(U1M|H/\WR5QV
JRU PRUH GHWDLOV DE

WKLV WUDQVDFW&@QJ;’EL LQHVVee @ ® - -

QG RI WKH SHULRG

1R WULJJHULQJ HYHQW RFFXUUHG WKDW ZRXOG JLYH ULVH WR (
DVVHWYV $FFXPXODWHG GHSUHFLDWLRQ

%HIJLQQLQJ RI WKH

SHULRG ®
$GGLWLRQV RI WKH -
SHULRG

5HWLUHPHQWYV ®
&7% &
(QG RI WKH SHULRG ®

1IHW ERRN YDOXH

$GGLWLRQV RI WKH \HDU PDLQO\ FRPH IURP RXU QHZ EXLOGLQJV L
PDFKLQHU\ HTXLSPHQW

5HWLUHPHQWY DUH PDLQO\ OLQNHG WR LWHPV ZLWK JHUR QHW ER
FRPSDQ\ 1R PDWHULDO DPRXQW RI FRPSHQVDWLRQ IURP WKLUG S
VWDWHPHQW RI FRPSUHKHQVLYH LQFRPH

7KHUH DUH FXUUHQWO\ QR UHVWULFWLRQV LQ WLWOH IRU DQ\ RI |
DUH WKH\ SOHGJHG DV VHFXULW\ IRU OLDELOLWLHV 7KH SXUFKDYV
GLVFORVH $) QRWH



7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

- ,QWDQJLEOH DVVHWYV . /HDVHG DVVHWY DQG OLDELOLWLHYV

7KLY QRWH SURYLGHYV LQIRUPDWLRQ IRU OHDVHG DVVHWYVY ZKHUH |
IROORZLQJ DPRXQWY UHODWHG WR OHDVHG DVVHWYV

$FTXLVLWLRQ YDOXH

%DODQFH HQG RI SUHYLRXV SHULRG

/HDVHG DVVHWV

$GGLWLRQV RI WKH SHULRG
%HJILQQLQJ RI WKH SHULRG
SHWLUHPHQWYV
$GGLWLRQV RI WKH \HDU

&7%
SHWLUHPHQWYV

/RWDO 7UDQVIHUV &

$FFXPXODWHG DPRUWL]DWLRQ &7

%DODQFH HQG RI SUHYLRXV SHULRG

B

(QG RI WKH SHULRG

SHWLUHPHQWYV %HIJLQQLQJ RI WKH SHULRG

&7% $GGLWLRQV Rl WKH SHULRG

7RWDO SHWLUHPHQWYV

1HW ERRN YDOXH ) 7UDQVIHUV ® a

&7%
/LFHQVHV DUH DPRUWL]JHG RYHU D SHULRG RI \HDUV ,3 LV DPF (QG RI WKH SHULRG
ILQLWH XVHIXO OLYHV 7KH \HDUO\ DPRUWL]DWLRQ H[SHQVHV D tee oo
PDLQO\ DV FRVW___ &/DQBWHMWIDHWFK DQG GHYHC___ PHQW H[SHQVAV wrwn

$GGLWLRQV DQG UHWLUHPHQWY PDLQO\ UHODWH WR EXLOGLQJ UkFL

7KH EDODQFH VKHHW VKRZV WKH IROORZLQJ DPRXQWV UHODWHG \

DO
%HJILQQLQJ RI WKH SHULRG

(QG RI WKH SHULRG

7KH WDEOH EHORZ VKRZV WKH GXUDWLRQ RI WKH RXWVWDQGLQJ C

\HDU

' \HDU \HDUV

7TRWDO



7DFCH RI $W D SFRXW EXVWDI QDELOLWY QDQFLDO RRUSRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]

7KH VWDWHPHQW RI SURILW DQG ORVV VKRZV WKH IROORZLQJ DPRXQWK RH®DW HUPWRPSIDIRMIHWH EHQHILWY DFFUXDOV

'"HSUHFLDWLRQ FKDUJHV OHDVHG YHKLFOHV
+ROLGD\ SD\ ERQXVHV DQG WK PRQWK

JQWHUHVW H[SHQVH LQFOXGHG LQ ILQDQFH FRVW
2WKHU VRFLDO DFFUXDOV
([SHQVHV UHODWHG WR VKRUW WHUP OHDVHV RU ORZ YDOXH DVVHWV LQFO

5HPXQHUDWLRQ
7KH WRWDO DPRXQW RI SDLG UHQWDO H[SHQVHV RI OHOH[LV FD¥KrRW@RZ AWK DQ LPPDWHULDO LQWF

FRPSRQHQW LV DRIRX®@IRXEEQ 'LUHFW DQG LQGLUHFW WD[HV

/' SFFRXQWV SD\DEOH DQG RWKHU FXUUHQW oLDELoLlaRwee

7UDGH SD\DEOHV DUH QRQ LQWHUHVW EHDULQJ DQG DUH QRUPDCH YHWHIENE &8 VKEYWMWBBE P BB SRH PV DFFUXDOV LY

SD\DEOH ZLWKLQ \HDU

1 '"HIHUUHG LQFRPH

7KH GHFUHDVH LQ DFFRXQWYVY SD\DEOH UHSUHVHQWY D UHWXUQ WR PRUH RUPDOL]J]HG OHYHOV DIWHU EHLQJ
H[FHSWLRQDOO\ KLJK DV SHU '"HFHPEHU

&DSLWDO JUDQWYV

2WKHU FXUUHQW OLDELOLWLHY FRPSULVH WKH IROORZLQJ
'"HIHUUHG LQFRPH

$FFUXHG UHDO HVWDWH ZLWKKROGLQJ WD|[

$FFUXHG ILQDQFLDO VHUYLFHYV 7KH FDSLWDO JUDQW LV DWWULEXWHG WR WKH FRQVROLGDWHG V)
$FFUXHG GHVLJQ VHUYLFHYV GHSUHFLDWLRQ RI WKH EXLOGLQJ LQ ,HSHU UHODWHG WR WKH LQ

$FFUXHG PDQDJHPHQW VHUYLFHV

7KH GHIHUUHG LQFRPH PDLQO\ UHODWHVY WR VKLSPHQWY WKDW ZF
SUHSDUHG DQG QRW SLFNHG XS EHIRUH \HDU HQG $V WKLV SHUIR
$FFUXHG WUDQVSRUW VHUYLFHV QRW UHFRJQL]HG DW \HDU HQG EXW ZLOO EH UHFRJQL]JHG ZKHQ W]
$FFUXHG LQVXUDQFHV 7KH SHUIRUPDQFH REOLJDWLRQ ZDV PHW VKRUWO\ DIWHU \HDU HQ
WKH QH[W \HDU

$FFUXHG +5 VHUYLFHV

$FFUXHG ,7 VHUYLFHV

$FFUXHG OLFHQVHV DQG URIDOWLHV $GHIHUUHG \L QHERH QL]HG LQ FDVH D SD\PHQW IRU D FXVWRPHU LV

$FFUXHG RWKHU HPSOR\HH FRVWYV REOLJDWLRQ LV VDWLVILHG
$FFUXHG XWLOLWLHV

$FFUXHG LQWHUHVWYV

2WKHU

7KH GHFUHDVH LQ ¢2WKHUé LV PDLQO\ UHODWHG WR WKH FRQVWUXFWLRQ RI WKH QHZ EXLOGLQJ LQ 0DOD\VLD LQ
ZKLFK ZDV ILQLVKHG PLG



7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

2 2WKHU QRQ FXUUHQW OLDELOLWLHYV

:DUUDQW\ SURYLVLRQ &+$1*%( ,1 (). 1(" % 7T 2%1,%$7,21

(PSOR\HH EHQHILW REOLJDWLRQV '"HILQHG EHQHILW REOLJDWLRQ DW HQG RI SULRU \HDU
2WKHU &XUUHQW VHUYLFH FRVW

7RWDO L QWHUHVW H[SHQVH

&DVK IORZV

:DUUDQW\ SURYLVLRQ
OHOH[LVY VHW XS D ZDUUDQW\ SURYLVLRQ LQ DFFRUGDQFH zLWK Wi 6W 5B HOHIURP WHARPRY RIWMMD OHY DQG ZKLFK L
EDVHG RQ UHOLDEOH HVWLPDWH RI KLVWRULFDO GDWD 7KH HVWbB@WWLBEWRREWYLEK@IRGWEH[SHULHQFH RI SDVW F

UDWHYVY DQG NQRZOHGJH RI FXUUHQW FODLPV WRJHWKHU ZLWK DQGPLVQ\{_U\MMS\MLQWI-ﬁéHQVﬁWE(blF QX\H'GRLQ) W\H/\I,\IO/O\IZ7KH HVYV

SHULRG RI XVDJH RI WKH XQGHUO\LQJ H[SHQVHV LV VHW DW \
7D[HV LQFOXGHG LQ WKH "%2

(PSOR\HH EHQHILW REOLJDWLRQV 5HPHDVXUHPHQWYV

OHOH[LVé HPSOR\HH EHQHILW SODQV FRQVLVW RI GHILQHG FRQW&JME%V&FB&&\QQQ& SHRYESLR P MWA_MRH\QW GLVD =
DQG VXUYLYLQJ GHSHQGHQWeéeV EHQHILWY ZLWK PDLQ FRQWUDFW LQ %HOJILXP

(I'THFW RI FKDQJHV LQ ILQDQFLDO DVVXPSWLRQV
,Q %HOJLXP OHOH[LVY GHILQHG FRQWULEXWLRQ SODQV ZKLOH IXQEW®RIWKIHRXH®F B DRXMIVWPHWRWDQFH FRQWUDFWYV P
DGKHUH WR %HOJLDQ UHJXODWLRQV JXDUDQWHHLQJ D PLQLPXP . "HILQHG EHQHILW REOLJDWLRQ DW HQG RI \HDU
D ULVN IUHH UDWH RI \HDU JRYHUQPHQW ERQG SODFHV WKH LUYAVWFHUW ULVN XUWLU WKH UHAJDU FPLULFXF UDWHYV
DSSOLFDEOH RQ WKH HPSOR\HU 7KLV VWUXFWXUH FODVVLILHYV, K
8QGHU ,%$6 FRPSDQLHV PXVW UHFRJQL]H D OLDELOLW)\ IRU HP
DV SHQVLRQV 7KHVH IXWXUH REOLJDWLRQV DUH PHDVXUHG RQ RGN BV E LA

$ TXDOLILHG DFWXDU\ KDV GHWHUPLQHG WKH SUHVHQW YDOXH %bm%&lﬁlthé-b%dEHM%\YVD%EH%IGJEIV%IUF&QUV\PDQJG WKH

YDOXH RI WKH SODQ DVVHWYV

,QWHUHVW LQFRPH

7KH BURMHFWHG 8QLW &UHGLW 38& PHWKRG ZDV XVHG WR HVW &DVK IORZV
GHILQHG EHQHILW FRVW DQG WKH UH PHDVXUHPHQWYV RI WKH Q HMwhloDIERs@RWU 7 WlH ERWHRQ@BHILQHG EHQHILW SO
OHOH[LYVY %HOJLXP IRU ZKLFK ZH VKRZ EHORZ WKH DJJUHJDWHG YHL%VPFYSW&\N\éﬂQg\/%LQMR%lVIIHU PDWHULDOO\ IURP
FKDUDFWHULVWLFYVY UHJXODWRU\ HQYLURQPHQW UHSRUWLQJ VHIPHQW RU IXQGLQJ DUUDQIHPHQW ,Q DFFRUGDQ
,$6 WKH GLVFORVXUH LV LQ WKH IRUP RI D ZHLJKWHG DYHUDJH?HQHILW SDAPHQWV IURP SODQ DVVHWYV
$GPLQLVWUDWLYH H[SHQVHYV SDLG IURP SODQ DVVHWYV
JLQDQFLDO LPSDFW 7D[HV SDLG IURP SODQ DVVHWYV
*LYHQ WKH FRQWLQXHG LQFUHDVH LQ WKH JURVV REOLIJDWLRQ ¢y pinyuxunpHowWY
WKURXJK 2&, by BRABHl WKH QHW GHILQHG EHQHILW REOLJUWLRUY IKU YOAMUJLAF UFRAYWYV
WR (85 FRPSDUHC L® FRPSULVHG RI D GHILQHG EHQHIMWRERIASAARRVIEHWE HIFOXGLOQ) LOWHUHVW LQFRPH
DQG SODQ DV 7KH FKDQJHV LQ GHILQHG EHQHILW |)DLU YDOXH Rl SODQ DVVHWV DW HQG RI \HDU
FRUUHVSRQGLQJ ILQDQFLDO LPSDFW DUH GHWDLOHG LQ WKH WI 1HW GHILQHG SHQVLRQ OLDELOLW\




7DFCH RI $W D SFRXW EXVWDI QDELOLWY QDQFLDO RRUSRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]

&RPSRQHQWYV Rl GHILQHG EHQHILW FRVW $VVXPSWLRQV

] 7*" SV QFLSDO DVYXPSWLRQY XVHO LQ GHWHUPLOLQ) WK 56 S

6HUYLFH FRVW

IHW LQWHUHVW FRVW 'LVFRXQW UDWH

' o
,QWHUHVW H[SHQVH RQ '%2 OIODWLRQ UDWH

,QWHUHVW LQFRPH RQ SODQ DVVHWYV
6DODU\ LQFUHDVHV

7RWDO QHW LQWHUHVW FRVW
S5HWLUHPHQW DJH IROORZLQJ OHJDO UHWLUHPHQWRDDRZLQJ OHJDO UHWL

"HILQHG EHQHILW FRVW LQFOXGHG LQ 3 /
SHPHDVXUHPHQWY UHFRJQL]JHG LQ 2&, 6HQVLWLYLW\ DQDO\VLV
7KH EHORZ WDEOH VXPPDUL]JHV WKH VHQVLWLYLW\ DQDO\VLV SHUI

(IITHFW Rl FKDQJHV LQ GHPRJUDSKLF DVVXPSWLRQV
b'"HFHPEHU 7KH ILIXUHV VKRZ WKH LPSDFW RQ WKH GHILQHG EHQ

(IlHFW RI FKDQJHV LQ ILQDQFLDO DVVXPSWLRQV

(IMTHFW RI H[SHULHQFH DGMXVWPHQWYV QHG

WLRQ

5HWXUQ RQ SODQ DVVHWYV H[FOXGLQJ LQWHUHVW LQFRPH

'LVFRXQW UDWH EDVLV SRLQWYV

7RWDO UHPHDVXUHPHQWY LQFOXGHG LQ 2&,

(TRWDO GHILQHG EHQHILW FRVW UHFRIQUKG tQ 3/ DQe za, 8T AT SR

6DODU\ LQFUHDVH UDWH EDVLV SRLQWYV
7KH IROORZLQJ SD\PHQWYV DUH WR EH H[SHFWHG EHQHILW SD\PHQWYp R YoWkibyBIBRALQ & AR L AURFPYWKH SODQ DVVHWYV

(([SHFWHG FOVKIORZ IRU IROORZLOI DU Lo (s

([SHFWHG HPSOR\HU FRQWULEXWLRQV

7KH VHQVLWLYLW\ DQDO\WLV SUHVHQWHG DERYH GHPRQVWUDWH |
REOLJDWLRQ LI NH\ DVVXPSWLRQV ZHUH WR FKDQJH DW WKH HQG

([SHFWHG WRWDO EHQHILW SD\PHQWYV RQ WKH HIIHFW RI D VLQJOH VLJQLILFDQW DVVXPSWLRQ ZKLOH KF
<HDU EH UHSUHVHQWDWLYH WR IXOO\ UHIOHFW UHDO ZRUOG FKDQJHV I
ChbU LQGHSHQGHQWO\ LQ SUDFWLFH

<HDU 7KH ZHLJKWHG DYHUDJH GXUDWLRQ RI WKH GHILQHG EHQHILW REC
<HDU GLVFRXQW UDWH EDVLV SRLQWV LV \HDUV DQG DW D GLVFR
<HDU 7KH LPSDFW RQ WKH GHILQHG EHQHILW REOLJDWLRQ IRU FKDQJHV

1IH[W \HDUV

3 BURGXFW VDOHV

7KH IDLU YDOXH RI WKH SODQ DVVHWY DUH IXOO\ LQYHVWHG LQ?H&ivéHRgiE#%BbFHWBJﬁ%@ \?§BBRQWHHG LQWHUHVW UDWHYV DV
SURYLGHG E\ WKH LQVXUHU

BURGXFW VDOHV

JRU WKH UHYHQXH IURP SURGXFW VDOHVY SOHDVH UH $WR WKH




7THhFECH RI $W D $FRXW EXVWDI QDELOLWYM QDQFLDO &RUSRUDWH
FROWHQWY J10ODQFH OHOH[LV IIHSRUW IITHSRUW JRYHUQDQFH $SSHQGL][

A'RROQVROLGDWHG )LOQ D QA NRWVHWWR MKHHOMRDVROIL GDWHG )LQDQFLDO 6WDWHPHQWYV

4 &RVW RI VDOHV 6 *HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV
&RVW RI VDOHV LQFOXGHV WKH IROORZLQJ H[SHQVHV *HQHUDO DQG DGPLQLVWUDWLRQ H[SHQVHV LQFOXGH WKH IROORZ
ees s
3XUFKDVHV 6DODULHV

7UDQVSRUWDWLRQ FRVWYV '"HSUHFLDWLRQ DQG DPRUWL]DWLRQ

6DODULHV ([ WHUQDO VHUYLFHV

'"HSUHFLDWLRQ DQG DPRUWL]DWLRQ JHHV

ODLQWHQDQFH ODLQWHQDQFH

8WLOLWLHV ,QVXUDQFHV

2WKHU GLUHFW SURGXFWLRQ FRVWYV 8WLOLWLHV

&RVW RI VDOHV LQRBXHDWRGRYPIUDOO FRVW SULFH DGMXVWPHQV\W_
5 5HVHDUFK DQG GHYHORSPHQW ([SHQVHYV

7KH LQFUHDVH LQ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LV |
5HVHDUFK DQG GHYHORSPHQW H[SHQVHY LQFOXGH WKH IROORZLQJ H[SHQVHYV

s

6HOOLQJ H[SHQVHV LQFOXGH WKH IROORZLQJ H[SHQVHYV

6DODULHV
(IWHUQDO VHUYLFHV 6DODULHV

YHHV '"HSUHFLDWLRQ DQG DPRUWL]DWLRQ

3URWRW\SH ZDIHUV &RPPLVVLRQV

5HQW DQG PDLQWHQDQFH ([WHUQDO VHUYLFHV

6XEVLGLHV 7UDYHO

7UDYHO 2WKHU

7KH LQFUHDVH LQ UHVHDUFK DQG GHYHORSPHQW H[SHQVHV LV PDLQO\ OLQNHG WR H[WHUQDO VHUYLFHV DQG IHHV

,QFOXGHV DFFUXDOV IRU ZULWH RIIRI (€& DQG UHYHUVDO RI DFFUXDOV IRU ZUL YRHOQ SWRHUM LRKMW\HH RWUIVRAH (BFF UHYHUVHG DV WKH EXVI
WKHVH LQYHQWRU\ LWHPV EHFDPH UHGXQGDQW RU WKH HVWLPDWHG V &RQVHTXHQWO\ WKH QHW LPSDFW RQ WKHLK LV D SURI BBRIPRHO VW



7DFCH RI $W D SFRXW EXVWDI QDELOLWY QDQFLDO RRUSRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]

8 I1HW ILQDQFLDO UHVXOW : '"HSUHFLDWLRQ DQG DPRUWL]DWLRQ H[SHQVHYV
] SV OWLRQ QO 0P RUMLIDWLRG LQFOXCH WK IR00RZLE His

' QWHUHVW LQFRPH &RVW RI VDOHYV

([FKDQJH GLIIHUHQFHV

5HVHDUFK DQG GHYHORSPHQW

5HVXOW RQ ILQDQFLDO LQVWUXPHQWY H[FOXGLQJ IDLU YDOXH DGMXVWPHQWYV
*HQHUDO DQG DGPLQLVWUDWLRQ

)DLU YDOXH DGMXVWPHQW LQIODWLRQ VZDSV

6HOOLQJ
2WKHU

LQDQFLOO FKDUIHY Rwoo

,QWHUHVW FKDUJHV

; BHUVRQQHO H[SHQVHYVY DQG DYHUDJH QXPEHU RI HPSC
%DQN FKDUJHV

((FKDQIH GLIHUHOFHY e

)DLU YDOXH DGMXVWPHQW ); VZDSV :DJHV DQG VDODULHYV

¢, QWHUHVW FKDUJHVé LQFUHDVHG GXH WR DQ LQFUHDVH LQ W R WKHO DGYHHEMD J HRQ XFPREWHHU [RQ IR B & O RAHRIQDR)@ (R XD \O R JRIUDRRAUH GHWDLO\
VKRUW WEFEVHH ( ¥H FRPSHQVDWLRQ RI'N VHHUHPXOQHUDWILRQ UHSRUW

9 *RYHUQPHQW JUDQWYV < /IRQJ DQG VKRUW WHUP GHEW

7KH JRYHUQPHQW JUDQWYV PHQWLRQHG KHUHDIWHU FRQVLVW RI
JUDQWY DUH UHFHLYHG IRU LQYHVWPHQWY LQ EXLOGLQJV PDF
D SHUFHQWDJH RI WKH SXUFKDVH SULFH RI WKH EXLOGLQJ PDFKIQQHEXUR® GRDGXDWS PAROWL QDS WWDHY W WD@M PDWXULQJ LQ

UHYRNHG LI WKH H[SHFWHG LQYHVWPHQW WKUHVKROG LV QRW PHW,2SHY N EE BR QokB R LN Rt HAFHWH powxuLos Lo
LQFHQWLYH IRU UHVHDUFK DQG GHYHORSPHQW H[SHQVHV 2SHUDWLRQDO JUDQWYV DUH SDLG DIWHU SUH

PLOHVWRQHV DUH PHW &DSLWDO JUDQWY DUH UHFRJQL]HG DV WMMMWG
RI WKH XQGHUO\LQJ DVVHWY 7KH RSHUDWLRQDO JUDQWYV DUH | 8QVHFXUHG ORDQ LQ (85 DW IORDWLQJ LQWHUHVW UDWH PDWXULQJ LQe
GHYHORSPHQW H[SHQVHV ZKHQ LQFXUUHG 8QVHFXUHG ORDQ DW IORDWLQJ LQWHUHVW UDWH LQ 86' PDWXULQJ LQ

teEs e
CUDOWY IRD UHVHDUFK DQG GHYHORSPHOW GRwooowew

&XUUHQW PDWXULWLHV

,QYHVWPHQW JUDQWYV LQ EXLOGLQJ PDFKLQHU\ DQG HPSOR\PHQW JUDQWYV

Rwoo e e e

OHOHILV FR ROLGDWHG HGV WR FRPSO\ ZLWK WKH IROORZLQJ
*UDQWYV IRU UHVHDUFK DQG GHYHORSPHQW DUH UHFRJQL]JHG DV D U W&Ih (y RIW$KLIJ||5J |§HQVHV LQFOXGH LQ WRWDO
(]
UHVHDUFK DQG GHYHORSPF IBH[SHQVHV VHH QRWH | 7DQJILEOH QHW ZRUWK WRWDO DVVHWYV

,QYHVWPHQW JUDQWV LQ EXLOGLQJ PDFKLQHU\ DQG HPSOR\PHQW JUDQWYV DUH UHFRJQL]HG DV D UHGXFWLRQ RI
SXUFKDVHV LQFOXGHG LQ WF___ b FRVW RI VDOHV VHH QRWH



7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

$V SHU 'HFHPEWHWOH[LV LV UHVSHFWLQJ DOO LWV ILQDQFLDO FR¥YHQRDWE/ FIQ GUHISW R W\ RADK B/ \WKQ V. QWEIOLP GLYLGHQG SURYLG
UHPDLQ WKH FDVH LQ WKH IXWXUH %HOJLDQ &RGH RI &RPSDQLHV DQG $VVRFLDWLRQV DUH PHW

7KHUH DUH QR PDMRU GLIIHUHQFHVY EHWZHHQ WKH IDLU YDOXH D@ ®& kB WHY\HQW IRR FDX Q WT RL G\ADKWAL 8  ERN WHLKD FIR RPABIOH)\ WKH SURFHHG)
LOQWHUHVW SD\DEOH RQ WKRVH ERUURZLQJV LV FORVH WR FXUURRQWORDGENEWVUDWHXYLGDWLRQ H[SHQVHY DQG WD[HVY DUH WR EH GL

VXEMHFW WR OLTXLGDWLRQ SUHIHUHQFH ULJKWV RI VKDUHY KDYLC
7KH UHSD\PHQW RI GHEW DV RV VFKHIBXBHG DV IROORZV FXUUHQWO\ KDV QR SODQV WR LVVXH DQ\ VKDUHV KDYLQJ VXFK SU

S 00t W 1 U v H

5HVHUYH WUHDVXU\ VKDUHV IRU RZQ VKDUHV UHSXUFKDVHG E\ WK
*URXS WKH DPRXQW RI FRQVLGHUDWLRQ SDLG LV UHFRJQL]HG DV |
RU VDOH RI WUHDVXU\ VKDUHVY WKH UHVXOW RI WKH WUDQVDFWLR

,Q ' HFHPEHUOHOH[LY LQLWLDWHG D VKDUH EX\ EDFN SURJUDP RI LV
WKRXVDQG VKDUHV IRU DQ DPRXQW RI (85 PLOOLRQ 7KH ERXJ
7KHUHDIWHU IRU D WRWDO DPRXQW RI (85 PLOOLRQ RU VKDUHV SHU 'H

7RWDO

5HYDOXDWLRQ UHVHUYH KHGJH FKDQJHV LQ WKH IDLU YDOXH RI W

7KH WRWDO FRQWUDFWXDO FDVK RXWIORZV OLQNHG WR WKH UH%'?DF\Bﬁ WLIQIJWXI-R/%-{Seh'%g\I\I?Y_\?ﬁMW%@iﬁ%/Yﬂ)EBDW%%HDL{NHFRJQL]

(
DURXQG (85 PLOOLRQ OHOH[LV LV XVLQJ UHYROYLQJ FUHGLWMNBRUBLW HRPXH RIWKH KHGJILQJ LQV % WKURXJK HTXLWA

5HYDOXDWLRQ UHVHUYH IDLU YDOXH WKH GLIIHUHQFH EHWZHHQ W
LOQYHVWPHQWY FODVVLILHG DV DYDLODEOH IRU VDOH LV UHFRJQL]I
YDOXH )RU PRUH GHWDLO DERXW WKH IDLU YDO>QRWHVKHY XUUHC

= 6KDUHKROGHUYV HTXLW\ DQG ULJKWYV
DWWDFKHG WR WKH VKDUHYV

6KDUHKROGHU V FDSLWDO
$V RI 'HFHPEHWKH FRPPRQ VWRFN FRQVLVWHG RI LVVXIQ'?SJBSGUHXWQ/%QVA{/[E‘PESSJSBH@L%DW\KH UHWDLQHG HDUQLQJV WKDW Fl
D K HTXLUHPHQW WR KDYH D OHJDO UH\

VKDUHV ZLWKRXW IDFH YDOXH XQFKDQJHG IURP ODVW \HDU V D UHVXOW RI OHJIDO

(DFK VKDUHKROGHU LV HQWLWOHG WR RQH YRWH SHU VKDUH ZLM‘%QW&ISHW&%Q_IF%J%R%}%WI’QL'_I'I\_NFFU?—H/ JFVWLEHH\?LR%%@ WKH FRP

VKDUHKROGHUY YRWLQJ ULJKWV LQ WKH FRPSDQ\ V DUWLFOHYV &IDbWDWLRQ DQG WKH %HOJLDQ &RGH RI &RPSDQLHYV
DQG $VVRFLDWLRQV LQFOXGLQJ UHVWULFWLRQV IRU QRQ YRWLQJ VKDUHV DQG WKH VXVSHQVLFE;L%E\ZJ FDQFHOODWLRQ RI YRWL

J
ULJKWV IRU VKDUHV ZKLFK KDYH QRW EHHQ IXOO\ SDLG XS DW W ﬁPLB(I?T%(VMR/WF%IYL{/\P&V%BWbE%P WEW)@W WKH TRUHLJQ FXUUHQ

GLIITHUHQFHY DULVLQJ IURP WKH WUDQVODWLRQ RI WKH ILQDQFLD
8QGHU WKH %HOJLDQ &RGH RI &RPSDQLHVY DQG $VVRFLDWLRQV WKH VKDUHKROGHUV GHFLGH RQ WKH GLVWULEXWLRQ RI
SURILWY DW WKH DQQXDO VKDUHKROGHUVY PHHWLQJ EDVHG RQ WKH ODWHVW DXGLWHG VWDWXWRU\ DFFRXQWV RI WKH
FRPSDQ\ 'LYLGHQGV PD\ EH SDLG HLWKHU LQ FDVK RU LQ NLQG +RZHYHU VKDUHKROGHUV PD\ QRW GHFODUH D
GLYLGHQG LI WKH FRPSDQ\ KDV QRW ILUVW UHVHUYHG DW OHDVW RI LWV SURILWV IRU WKH ILQDQFLDO \HDU XQWLO VXFK
UHVHUYH KDV UHDFKHG DQ DPRXQW HTXDO WR Rl LWV VKDUH FDSLWDO WKH é0OHJDO UHVHUYHé RU LI IROORZLQJ DQ\
VXFK GLYLGHQG WKH OHYHO RI WKH QHW DVVHWV DGMXVWHG IRU WKH XQDPRUWL]HG EDODQFH RI WKH LQFRUSRUDWLRQ FRVWV
DQG FDSLWDOL]HG UHVHDUFK DQG GHYHORSPHQW FRVWV RI WKH FRPSDQ\ IDOOV EHORZ WKH DPRXQW RI WKH FRPSDQ\ V
SDLG LQ FDSLWDO DQG RI LWV QRQ GLVWULEXWDEOH UHVHUYHV



7DFEOH RI SW D SERXW EXVWDIODELOLWYM QDQFLDO &RUSRUDWH
FROQWHQWY 10DQFH OHOH[LV IIHSRUW IITHSRUW JRYHIIQDQFH $SSHQGL]

$$ 2SHUDWLQJ VHIPHQWYV 7KH IROORZLQJ WDEOH VXPPDUL]HVY VDOHV E\ GHVWLQDWLRQ GHW

%XVLQHVY VHIPHQWY tess

OHOH[LV SURGXFWV DQG SURGXFWLRQ SURFHVVHV WKDW DUH U (xURSH 0LGGOH (DVW DQG $IULFD
VHIPHQW 30WR VHEMIHRIQORW PRUH GHWDLOV CHUPDO\

UDQFH
,QIRUPDWLRQ DERXW WUDQVDFWLRQV ZLWK PDMRU FXVWRPHUV) ©

8OLWHG. .LOQJIJGRP
7KH IROORZLQJ WDEOH VXPPDUL]HV VDOHV SHU FXVWRPHU IRU WKH " PRIW TPSRUWDOW FXVWRPHUV W
WKH VDOHV WR HQG FXVWRPHUV DQG QRW WR VXEFRQWUDFWRUVTEPCLVWULEXWRUV $00 RI WKHVH FXVV

LQFOXGHG LQ WKH DQDO\VLV RI FUHGLW ULVN SHUIRUPHG DFFRUELVIIWRAFKH FUHGLW ORVYVY PRGHO R} )0

RI WKLV DQDO\VLV GLG QRW UHVXOW LQ PDWHULDO DPRXQWV WRVHAPREERXQWHG IRU
&]HFK 5HSXEOLF

&XVWRPHU $ 1IHWKHUODQGYV
&XVWRPHU % SRPDQLD

%XO0JDULD
&XVWRPHU &

6SDLQ
&XVWRPHU ° JLWKXDOLD
&XVWRPHU ( +XQJIDU\
&XVWRPHU ) ,WDO\

2WKHU

&XVWRPHU *

EXVWRPHU + 1RUWK DQG /DWLQ $PHULFD

&XVWRPHU , 8QLWHG 6WDWHV

&XVWRPHU - &DQDGD

tRWoO e
2WKHU

,QIRUPDWLRQ DERXW JHRJUDSKLFDO DUHDYV SVYILD SDELILF

7KH OHOH[LV *URXS V DFWLYLWLHY DUH FRQGXFWHG SUHGRPLQDO®WI LQ (0($ (XURSH OLGGOH (DVW DQG
$3%$& $VLD 3DFLILF DQG 1%$/$ 1RUWK DQG /DWLQ $PHULFD 7KH 0UbdbQRekRO® UHYHQXH LV LQ %HOJLXP
LQYRLFLQJ HQWLW\ LV ORFDWHG LQ %HOJLXP

+RQJ .RQJ

7KDLODQG

6RXWK .RUHD
3KLOLSSLQHV
7DLZDQ

,QGLD
6LQJDSRUH
2WKHU




7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

$% 5HPXQHUDWLRQ RI ERDUG RI GLUHFWRUYV ZLOO EH GRQH WKURXJK ZDIHU VDOHV )RU WKH LPSDFRW RQUWMKLH/ E
LPSDFW RQ WKH SURILW DQG ORVV DFFRXQWYV
,Q DFFRUGDQFH ZLWK WKH FRPSDQ\éV E\ODZV GLUHFWRUV FDQ EH UHPXQHUDWHG IRU WKHLU PDQGDWH 7KH
LQGHSHQGHQW GLUHFWRUV RU HQWLW\ WKDW UHIRS QHUIDQMAKE YD DB FBRFHGSDOPWRWD M g5 QRW DFFRXQWHG IRU XQGHU ,)56
FRPSDUHG WR (85 7KHQRWKHU GLUHFWRUV DUH QRW UHPXQOUFDWK®U DQRWKHU ILQDQFLDO LQVWUXPHQW b+HQFH WKH DGYL
DVVHW DQG QR LQWHUHVW UHYHQXH RQ WKH SUHSD\PHQW LV UHF
$& (DUQLQJV SHU VKDUH WRZDUGV ; )$% LQ WKH IUDPHZRUN RI WKH /7$ KDV QR LQWHUHVW
PDUNHW SUDFWLFHYV
1HW HDUQLQJV SHU VKDUH DUH FDOFXODWHG E\ GLYLGLQJ WKH QHW UHVXOW IRU WKH SHULRG DWWULEXWDEOH WR RUGLQDU\
VKDUHKROGHUV RI (85Q DQG LQ E\ WKH ZHLJKWHG DYHUWRIRLOWXRBMHRVYKH ULVN RI VXSSOLHU /7$V OHOH[LV DOVR HQJDJH
RUGLQDU\ VKDUHV RXWVWDQGLQJ GXQULQ@IQWKH SHUQRG FXVWRPHUV 7KHVH FRQWUDFWVY GR QRW FRQWDLQ ILQDQFLDO FRI
PDWHULDO YDULDEOH FRQVLGHUDWLRQV WR EH WDNHQ LQWR DFF!
7KH DYHUDJH QXPEHU Rl RUGLQDU\ VKDUHV RXWVWDQGLQJ GLOXWHG DQG QRQ GLOXWHG DUH WKH VDPH
$( % XVLQHVV FRPELQDWLRQV
1R PDWHULDO VKDUH WUDQVDFWLRQV RU SRWHQWLDO VKDUH WUDQVDFWLRQV RFFXUUHG DIWHU WKH EDODQFH VKHHW GDWH
7KHUH ZHUH QR EXVLQHVV FRPREQREHRQV LOHOH[LY 19 DFTXLUHC
2Q )HEUXDU\ WKH %RDUG RI 'LUHFWRUV GHFLGHG WR SURS®SH WP MXXH. R Q QX B OX\ORMDIUHK R® ®HYNW FBN W IRXMWWR (85 PLOOL
SD\ RXW RYHU WKHDUWWRX\D/ RBILY HQBVWR/I $8% VKDUH 7KLV DPRX\WWDRMRHIWB IQHMWHBQVR RZQ LWV PDLQ WHVW V\VWHP VXSSOLHU UH
LQWHULP GLYLGHGGWRNKIBUH ZKLFK ZDV SDLEBQIGQD2 FIVDMEH G LY L GFHROBAVRILESGWLRQ WR WKH JURXSV QHW SURILW
$1U VKDUH ZKLFK ZLOO EH SD\DEOH DIWHU DSSURYDO E\ WKH DQQXDO VKDUHKROGHUVé& PHHWLQJ
$) IJLWLIJDWLRQ
$’ &RPPLWPHQWYV HVWLPDWHG OLDELOLWLHYV
7KH FRPSDQ\ LV FXUUHQWO\ QRW LQYROYHG LQ DQ\ OLWLJDWLRQ
3XUFKDVH FRPPLWPHQWYV

$V Rl  'HFHPEHWKH FRPSDQ\ KDG SXUFKDVH FRPPLWPHQWYV IRU$WDQ BE®HWIRHG/DWNUWVFIHPRXQWLQJ

WR (85 PDLQO\ UHODWHG WR WHVW HTXLSPHQW IRU WKH SURGXFWLRQ VLWHV $V RI 'HFHPEHU

WKH DPRXQW ZDV (85 ZKLFK ZDV LPSDFWHG E\ WKH FRQ YW DX FR/Q RROR.IGW WHi ® HED EIX\. OB K 8 IDIXG L\ (85 HOXLUFMRPEDOBG W
0DOD\VLD (85 LQ

7KH PLVPDWFK EHWZHHQ VXSSO\ DQG GHPDQG UHODWHG WR PXWRPERWHUH MNPE RR/Q\G XJFHARIUY HKFDH QOM GE HRQUHN HW V

SDUWLFLSDQWVY WR HVWDEOLVK QHZ ZD\V Rl FRQWUDFWLQJ DLPHG DW WKH ORQJ WHUP UHODWLRQVKLS EHWZHHQ VXSSOLHUYV
DQG WKHLU FXVWRPHUV 'XULQJ UHFHQW \HDUV LQ OLQH ZLWK GH®HQR/$S PHRS/MO\R ZHHE HQ MY KW 8B P\W R UF RIGAVCLIW/WVRD GG IL\gWG EHQHIL
VXEVLGLDULHV KDYH DOVR FRQFOXGHG YDULRXV ORQJ WHUP DJUHWRHERINQW $8 L ZDWIKOG W\ HDIHQWX U X 8§ B DQ B G\H SHKHGHQW eV EHQHI
PRVW LPSRUWDQW JRDO RI WKH /7$V LV WR VHFXUH YROXPHV DQG PRUH SUHGLFWDEOH SULFHV *LYHQ WKDW WKHVH ;

)$% /7$V UHTXLUH VLJQLILFDQW FDSDFLW\ H[SDQVLRQV DW ; )$%& ROW H LIEX WH RKQYRWR J&HM QHGHAHRQ W QLE XQH ZQVBKI QVLRQ VFKHPHV
FXUUHQW PDUNHW SUDFWLFHV WR SUHSD\ D SDUW RI WKH FRP PERWSHG KZHOQN UV H ) RYF RHPGIH QVWKH KIQRO RUR K LWK WK H\ UHODWH 7}
GHWHUPLQDWLRQ DQG DOORFDWLRQ RI VXFK SUHSD\PHQWYV IRU \FDISHDFFHW WHG W | FRPSDUHG L ‘DO RI DQ
RSHUDWLRQDO DGYDQFH SD\PHQW WR ; )$% IRU D WRWDO DPRXQW RI DURXQG (85 PLOOLRQ L H RI WKH

UHVHUYHG FDSDFLW\ 7KH SUHSD\PHQWY ZHUH VFKHGXOHG WR RBF%HMWXWKEHDHGLRI $HILQHG FRQWWRIEXWLRQ SODQV ZKLOH IXC
BHSWHPEHU HQG RI 2FWREHU DQG HQG RI )HEUXDU\ DIGHK N B MW W& P HQJIN. [RQ W K Il X CSOUWVMHISPORHIMP UDQWHHLQJ D PLQLPXP



7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

D ULVN I[UHH UDWH Rl \HDU JRYHUQPHQW ERQG SODFHV WKH I1$QYHVSUPHQ WDFIWR XQWLO WKH OHJDO PLQLPXP UDWHYV
DSSOLFDEOH RQ WKH HPSOR\HU 7KLV VWUXFWXUH FODVVLILHV WKH SODQV DV GHILQHG EHQHILW SODQV XQGHU ,$6
8QGHU ,$6 FRPSDQLHV PXVW UHFRJQL]H D OLDELOLW\ IRU HP SQRLB MHHDRH QW/V L QDWKIHLH B X\ YORROW MWVWE S DW® LQXEKVNY 3ULRU W
DV SHQVLRQV 7KHVH IXWXUH REOLJDWLRQV DUH PHDVXUHG RQ ®XEGEKDRXQW H3 ¥R UW W RKRKI@G FR QWK IGIHL FFIDHMN-H R@/OY M@MXOHR | WK
$ TXDOLILHG DFWXDU\ KDV GHWHUPLQHG WKH SUHVHQW YDOXH RQ VBN \GHFXQBG EW KR I MW R 2 GELH D RULLREG\G DEH® RVAK H, 11 DIQY R1 WKH IR
YDOXH RI WKH SODQ DVVHWV EXVLQHVV UHVXOWV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRG
WKH KLVWRULFDO LQIRUPDWLRQ LQ WKLY DQQXDO UHSRUW WKH C
$V SHWHFHPEHU WKH QHW GHILQHG EHQHILW REOLJDWLRQ NRHJHWMDM XP HDPWRYX QWKD W R Q¥FROYH ULVNV DQG XQFHUWDLQWLHV VXFK
QRWH? REMHFWLYHV H[SHFWDWLRQV DQG LQWHQWLRQV 7KH FDXWLRQDL
UHDG DV EHLQJ DSSOLFDEOH WR DOO IRUZDUG ORRNLQJ VWDWHPF
$, 6XEVHTXHQW HYHQWYV
D 5LVNV UHODWHG WR WKH FRPSDQ\
1R VXEVHTXHQW HYHQWYV KDYH WDNHQ SODFH WKDW KDYH D VLJQLILFDQW LPSDFW RQ WKH ILQDQFLDO VWDWHPHQW RI
2SHUDWLQJ KLVWRU\ LQDELOLW\ WR IRUHFDVW UHYHQXHV DFFXU
7KH FRPSDQ\ V EXVLQHVV DQG SURVSHFWV PXVW EH FRQVLGHUHG
$- /LVW RI VXEVLGLDULHY FRQVROLGDWHG DQG GLIILFXOWLHV IUHTXHQWO\ HQFRXQWHUHG E\ FRPSDQLHV DF\
DV WKH VHPLFRQGXFWRU PDUNHW 7R DGGUHVV WKHVH ULVNV DQ

BRSNS IRIESERRINETRES  ©00 oy Viuowin VxrrivyiXool  FROWLGXH WA GHYIO
PDUNHWLQJ VWUDWHJI\ VXFFHVVIXOO\ FROQOWLQXH WR GHYHORS

OHOH[LV ,QF 86% 5' 6DOHV $SSOLFDWLRQV FRPSHWLWLYH GHYHORSPHQWY DQG DWWUDFW LQWHJUDWH U
OHOM[LY “PEs CHUPDON 5° ODQXIDFWXULQJ 6DOHV EH QR DVVXUDQFH WKDW WKH FRPSDQ\ ZLOO EH VXFFHVVIXO LQ DI
$SSOLFDWLRQV IDLOXUH WR GR VR FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ
OHOH[LV 8NUDLQH SNUDLQH 5 ILQDQFLDO FRQGLWLRQ
OHOH[LV %XOJDULD (22° %XOJDULD 5 ' ODQXIDFWXULQJ
[ ’ ( ’ Q Q $V D UHVXOW Rl WKH UDSLGO\ HYROYLQJ PDUNHWV LQ ZKLFK LW F
OHOHILQ 19 %HOJLXP 7UHDV XU\ LWV UHYHQXHY DFFXUDWHO\
OHOH[LV 7THFKQRORJLHV 19 %HOJLXP 5' 6DOHV $SSOLFDWLRQV
OHOH[LV 7THFKQRORJLHV 6% 6ZLW]HUODQG ' 6DOHV $SSOLFDWLRQV 7KH FRPSDQ\ V FXUUHQW DQG IXWXUH H[SHQVH OHYHOV DUH EDVH
HVWLPDWHV RI IXWXUH UHYHQXHV 6DOHV DQG LQFRPH IURP RSHU
OHOH[LV -DSDQ 7HFKQLFDO 5HVEDQFK &HQDOWYV $SSOLFDWLRQV WLPLQJ Rl DQG DELOLW\ WR IXOILO RUGHUV UHFHLYHG ZKLFK DL
OHOH[LV (OHFWURQLF 7HFKQROR &K LEXD QEIKDQ 6 BIRHV/WESSOLFDWLRQV XQDEOH WR DGMXVW LWV H[SHQGLWXUHV LQ D WLPHO\ PDQQHU WHF

VKRUWIDOO $FFRUGLQJO\ DQ\ VLJQLILFDQW VKRUWIDOO LQ UHYH

OHOH[LVY ODOD\VLD 6GQ %KG oODOD\VLD 5' ODQXIDFWXULQJ
H[SHQGLWXUHV ZRXOG KDYH DQ LPPHGLDWH DGYHUVH HIIHFW RQ

OHOH[LV "UHVGHQ *PE+ "HUPDQ\ 5 RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ )XUWKHUPRUH LQ UHV
OHOH[LV )UDQFH 6$6 YUDQFH 0DQXIDFWXULQJ HQYLURQPHQW WKH FRPSDQ\ PD\ IURP WLPH WR WLPH PDNH FHU
OHOM[LV .RUHD <XKDQ +RHVD  6RXWK .RUHDSDOHY $SSOLFDWLRQV WKDW FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ WKH FRPSDQ

FRQGLWLRQ
;SHTW 19 %HOJLXP 7THVW HTXLSPHQW

SHTW (22 %XO0OJDULD 7THVW HTXLSPHQW
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ODQXIDFWXULQJ YXWXUH DFTXLVLWLRQV E\ WKH FRPSDQ\ PD\ UHVXOW LQ WKH XVH
7KH *URXS KDV PXOWLSOH PDQXIDFWXULQJ VLWHV DURXQG WKH GIRIUXONGL YAHK HVHXLIQW HRM B UK LM['S R M AGUWW LIHW NAVQ B KODMKQHRH R1 GHE W
WR LQWHUUXSWLRQV RI RXU PDQXIDFWXULQJ SURFHVVHV VXFK DY¥GSRW KW UFIDMWDSKIH E ©BIOVV \GDMVX U-DDCF 16 IRV DAKLAK VFRXOG PDWHULI
RFFXSDWLRQDO DFFLGHQWY DQG SDQGHPLFV 7KHVH FRXOG L P SHHBWHX &YW HR T URRS-BU D D ER Q \ VD\Q\E Rl LPDBYQXA DB & ¥ RK) ®MWWREG VR QHJIDWL®
VLWHVY RQ WKH SODQQHG VFDOH RU WR H[SRUW SURGXFWYV PDQXIRESXUHG |BW XWKRDYFHTXLWHW L R& VFRSIHY BAXH @ WD@REZMIDFWUILQV V
RXU ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV Rl RSHUDWLRQV &RY@WUQUFQV\DRWD YV RIBXH WF SWOH\HPIDQ RUUGNHKH W RO ERIL VEVW K HWRRR P S D Q
UHVSRQG DGHTXDWHO\ WR FULVLV VLWXDWLRQYV EXVLQHVV DQG ILQDQFLDO UHVRXUFHV ,Q DGGLWLRQ DFTXLVLWL

LQ WKH DVVLPLODWLRQ RI WKH RSHUDWLRQV WHFKQRORJLHV SU
'"HSHQGHQFH RQ GDWD DQG ,7 VIVWHPV LQFOXGLQJ F\EHUVHFXUGMMHUVLRQ Rl PDQDJHPHQW V DWWHQWLRQ IURP RWKHU EXVLQHV
7KH *URXS KHDYLO\ GHSHQGY RQ WKH UHOLDELOLW\ DQG VHFXUWKHRIRPBY QT KDWWGIR VR Q OWPEZRWNG IGQIWHDFAMW BKNERXIHHSHULHQFH D
RSHUDWLQJ V\VWHPV DQG GDWDEDVHV 7KHVH VI\VWHPV DUH VXBDWARWUWE BRPSHDRS WHE O/H FXKUH. WR ESBIQFKBY RRG GMWKHKW VLRQV Z
F\EHUVHFXULW\ WKUHDWYVY D ULVN WKDW LV EHFRPLQJ PRUH L P SOQRRU AMRPI VEZ P W& WWK R UU D Y U HLHP WEW VO BIYW K R WSKHFD WR W @ \ GSIRWIH Q
VHEXULW\ ,I VXFFHVVIXO WKLV FRXOG DGYHUVHO\ LPSDFW RXUDEXXLYHWV FO® G RHW RERX UQ WIQHIURP AG Q DEMHQRRYVVKIUDQFH WKDW
UHYHQXH IRU WKH *URXS 7R PLWLJDWH WKHVH ULVNV DQ DUUDIRDSEHB D XARIGRELDVL RRH CDVQX® KWK B HRIDHU B KW ISQ LSFHDRHWKH VKDUHV

&XUUHQF\ IOXFWXDWLRQV 'HSHQGHQFH RQ NH\ SHUVRQQHO DELOLW\ WR UHFUXLW DQG UHW
7KH FRPSDQ\ LV VXEMHFW WR ULVNV Rl FXUUHQF\ IOXFWXDWLR QMKMW R RPISH G W HSHW I\R K B IVQLEW VL ¥ HAXHEQY X\HDVQ VUL 1D QJBIF 8 HBH®@ GIBQW R Q
FXUUHQFLHV RWKHU WKDQ WKH FXUUHQFLHV Rl WKH FRPSDQ\ V UM V\W B GRARF /YD ) B X AQYWDMI®R ®W K & UVK H\ YSIHUX/HR @ Q MK H7KH FRPS
HXUR DJDLQVW DQ LQYHVWRU V FXUUHQF\ RI LQYHVWPHQW PD\ BRASWQW KHDEDONWWWD OXMW RLQRB &/ RRWHW BIWVSH HWYHRBWKHU RIILF
LQ DQ LQYHVWRU V FXUUHQF\ 6XFK IOXFWXDWLRQV PD\ DOVR DR HPWHVRRPBSR@Y WUV H R QRLLQ AWIRQDET HPIHEDW R (G IRV IGHI®) G\ HPSOR\HH
DQG RWKHU GLVWULEXWLRQV SDLG LQ (85 RQ WKH VKDUHYV WKH FRPSDQ\ V EXVLQHVV UHVXOW RI RSHUDWLRQV DQG ILQDQFL

30HDVH UHIHU WR WKH IRUF ¢ /FRW PROHA\ WQNRN RQWILRWQHDERXW7WKH-RPSDRW WRIXWMYXHHIQXFFHVYVY DOVR GHSHQGY RQ LWV DELOLW\

FXUUHQFLHYV PRWLYDWH RWKHU KLJKO\ VNLOOHG WHFKQLFDO PDQDJHULDO PD
&RPSHWLWLRQ IRU VXFK SHUVRQQHO LV LQWHQVH DQG WKHUH FD

&UHGLW ULVN RQ VKRUW WHUP LQYHVWPHQWYV WR DWWUDFW LQWHJUDWH RU UHWDLQ VXIILFLHQWO\ TXDOLILHG

7KH FRPSDQ\ LV VXEMHFW WR ULVNV RI ILQDQFLDO ORVVHV RQ LEHAHWPHEQ\S M U\QR P Qb HRMRXEDOEH KDHYAX DLRVILWM M UL@® DIGRHW VH HIITHF

WHUP GHSRVLWYV RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

0DQDJLQJ JURZWK BURGXFWV PD\ FRQWDLQ GHIHFWYV

7R PDQDJH IXWXUH JURZWK HIIHFWLYHO\ WKH FRPSDQ\ PXVW HQ@KEQFHRP S\ |\ GGIURFLOFONY QRAD D F RRMWMAU QY QCHWHFEWHG GHIHFWV F

DQG FRQWUROV IXUWKHU GHYHORS LWV PDQDJHPHQW LQIRUPDWGR® UAW®H P VI HEQMWLHA U DB N LAHHZA/ 8 H IHWRSQ HHOUR QRBUR XV DQG H[WH G

PDQDJH H[SDQGHG RSHUDWLRQV 7KH FRPSDQ\ V IDLOXUH WR P CRIGD\HDUW ¥ U IDRE WRKGHKIA WFKOLWY HE6'H BRIX@\GVIDMYOH B DQG XVHG E\ FXVW

PDWHULDO DGYHUVH HIIHFW RQ WKH TXDOLW\ RI LWV SURGXFWWBHQE&DMUFRKIOG UWWVXDEL QQW\ VDRS YHUWIH. G X\ED LFH WY R Q QB RVIVQRS L

LWV EXVLQHVV RSHUDWLQJ UHVXOW DQG ILQDQFLDO FRQGLWLRZDUUDQW\ RU LQVXUDQFH FRVWV RU FODLPV DJDLQVW WKH FR
PDWHULDO DGYHUVH HIIHFW RQ WKH FRPSDQ\ V EXVLQHVV UHVXO

5LVN RI SRWHQWLDO IXWXUH DFTXLVLWLRQV

$V D SDUW RI LWV JURZWK VWUDWHJI\ WKH FRPSDQ\ UHJXODUO\ HYDOXDWHYV SRWHQWLDO DFTXLVLWLRQV RI EXVLQHVVHV

WHFKQRORJLHY DQG SURGXFW OLQHV $QQRXQFHPHQWY FRQFHUQLQJ SRWHQWLDO DFTXLVLWLRQV DQG LQYHVWPHQWYV

FRXOG EH PDGH DW DQ\ WLPH
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(YROYLQJ GLVWULEXWLRQ FKDQQHOV 6LJQLILFDQW VXSSOLHU
7KH PDMRULW\ RI VDOHV WR WKH ODUJH DXWRPRWLYH DFFRXQWVHDWHLYHQRDUDAVHN GWE\HGR D M R W LW CRH VL WK RS0 H U YRIDRPHRIQH VXSSO
RYHU WLPH LQFUHDVLQJO\ PRUH VDOHV RI $663V KDYH EHHQ JHWHEONLHG YOHOW KLY WDHDSARHV R QWIHVLNIR P (RGVEHUWWDLEXWDE® )RU S
QHWZRUN RI OHOH[LV $V WKH PDMRULW\ Rl WKH OHOH[LV $663V DHHHXQIOTRBLQEKHSNQBQFXMYEBRHYY DUH VWLOO
GHSHQGHQW RQ OHOH[LY DQG QRW RQ WKH UHSUHVHQWDWLYH RU GLVWULEXWRU WKDW WKH\ DUH ZRUNLQJ ZLWK
E 5LVNV UHODWHG WR WKH EXVLQHVYV
(YHU\ GLVWULEXWRU RU DJHQW RU GLVWULEXWLRQ PHWKRG PD\ LQYROYH ULVNV RI XQSDLG ELOOV LGOH LQYHQWRULHV DQG
LQDGHTXDWH FXVWRPHU VHUYLFH $Q\ Rl WKH IRUHJRLQJ FRXOG KD WHI DLPEWHYED® DGVHWUWH/ HITHFW RQ WKH
FRPSDQ\ V EXVLQHVV UHVXOW RI RSHUDWLRQV DQG ILQDQFLDO 7ARRRQBHMIARRQR GXFWRU LQGXVWU\ LV FKDUDFWHUL]HG E\ UDSLG WHF
LOQWURGXFWLRQV ZLWK LPSURYHG SULFH DQG RU SHUIRUPDQFH Fk
SURWHFWLRQ DQG HQIRUFHPHQW RI LQWHOOHFWXDO SURSHUW\7KHYHWMDFWRUYV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WK
7KH VHPLFRQGXFWRU LQGXVWU\ LV FKDUDFWHUL]HG E\ IUHTXHQW FODLPV DOOHJLQJ WKH LQIULQJHPHQW RI SDWHQWYV
DQG RWKHU LQWHOOHFWXDO SURSHUW\ ULJKWV 7KXV WKH FRPBDQ\DRDARPREHLYH [FRPPXQUEDWLRQV RU FODLPV IURP
WKLUG SDUWLHV DVVHUWLQJ SDWHQWYV RU RWKHU LQWH OO HF W $VOD SWHRFSLHFARWD\G X E KRV FRRP & Bl Q@ WD KWAHRRKVD RO R IW\H W HRYUH R X RIF R/ IH
XVHG E\ WKH FRPSDQ\ ,Q WKH HYHQW DQ\ WKLUG SDUW\ FODLP YEOHWIRUEHLPBO E® H\G KH FRPBOD R RO EWKHHQXPEHG RI YHKLFO
WR GLVFRQWLQXH XVLQJ FHUWDLQ SURFHVVHV RU WHFKQRORJLHV RU WR FHDVH WKH XVH DQG VDOH RI LQIULQJLQJ
SURGXFWV WR SD\ GDPDJHV DQG WR DFTXLUH OLFHQVHV WR W KHK B GGHPIDHIEE0 | RAUD MHIQLIFHIEH W H W KIQCR O R BI\QR H G5 B Y MXRISHFRQRPLF DQC
LQIULQJLQJ WHFKQRORJLHV 7KH FRPSDQ\ V EXVLQHVV |LQD QF LEIDF BR HGEIRQRPQ D Q GV N VX@GV VRU IRG H WDHLMR. @D ¥ RPDMGOHD G WR U H C
PDWHULDOO\ DQG DGYHUVHO\ DIIHFWHG E\ DQ\ VXFK GHYHORSPHRWYHKLFOHV WR GURS

7KH FRPSDQ\ KDV DOUHDG\ REWDLQHG SDWHQW SURWHFWLRQV DG HJSBFWR WRWKOW FOGQLWHBRG DMRSDWHGOXFBSS®HFDYERRY YHK
ZKHQ DSSURSULDWH WR SURWHFW FHUWDLQ RI LWV SURSULHW DEN KDHAERQR XRFLHIMW T KGWRP BRQJ VDD ¥ R GURRHHFWR/QLIKD W W\ASH R
SURSULHWDU\ LQIRUPDWLRQ DQG NQRZ KRZ WKURXJK WKH XVH FEDW WK®H MMHF DBW W RFERRQVDGENQWLDOLW\ DJUHHPHQWYV
DQG RWKHU PHDVXUHV 7KH SURFHVV Rl SDWHQW SURWHFWLRQ FDQ EH H[SHQVLYH DQG WLPH FRQVXPLQJ 7KHUH FDQ
EH QR DVVXUDQFH WKDW SDWHQWYV ZLOO EH LVVXHG IRU DSSOLFODWHRQ@W RERABKDW WILIREDWHQWYV DUH LVVXHG WKH\ ZLOO QRW EH
FKDOOHQJHG LQYDOLGDWHG RU FLUFXPYHQWHG RU WKDW ULJKWHM DXDVWRW R B/ MYKIH U i XIQFARHIG X E V@R S PRYINGHWPIHVD YH QU IKIOITHUHQW | L
SURWHFWLRQ RU RWKHU FRPPHUFLDO DGYDQWDJH WR WKH FRP PDUNHAMN H LS B UW KFXGIDRD QV B F KRR O R Y XD BH MKW PHIQW V IRU D
FRPSDQ\ ZLOO EH DEOH WR SUHVHUYH DQ\ RI LWV RWKHU LQW H ®XMRPRMMIL Bk RISSHFWAURIQIKFV VP IXY W R HWXWWDI® G H[WUHPH FRQGLWI
GU\ DQG KXPLG ZHDWKHU FRQGLWLRQV DQG DQ HQYLURQPHQW VX
&ODLPV DQG XQOLNH WKH VLWXDWLRQ LQ RWKHU VHIPHQWY RI WKH VHPLF
OHOH[LVY UHFHLYHV RQ D UHJXODU EDVLV FODLPV IURP FXVWR PHUNR PR\ LYIH KWPUKRQIGWF \WaD VPR UILR® BRPOH WIURMR DVFDU V EDWV
DV ZHOO 7KHVH FODLPV FDQ EH UHFRJQL]JHG DV D OLDELOLW)\ LQQMKH &R GVRD UGNVWE G VIWHHWHP HDPW RU VL BIDNHE DXV 8 R R MWL IYRIQV H P L
7KH FRPSDQ\ XVHV DOO SRVVLEOH UHVRXUFHV WR OLPLW WKH UWWN WRIQ IV IGH. IF RPSO\@ \Z K RQ H R P SPWMHBWAIRQKRRMWK KH VHPLFRQG XFW
SHQGLQJ FODLPV FDC___ $)/RWQ GDMWYL R® W H
7KH FRPSDQ\ FXUUHQWO\ FRPSHWHV ZLWK D QXPEHU Rl RWKHU FR
7KH LPSRUWDQFH RI VLIQLILFDQW FXVWRPHUYV HDFK W\SH RI SURGXFW 7KH FRPSDQ\ V FRPSHWLWRUV LQFOXGH
OHOH[LV ELJJHVW FXVWRPRHUMRVEBR® QMY HRU 1R RWKHU FXVWRPHWYLKEVHOMPFORYKRBHUHFKAQRORJ\ DPV 265$0 (OPRV ,QILQHRQ 7HF
WRWDO VDOHV )RU WKH \HDU HM}GHG PRWWHIPEESRUWDQW FXVW R PHBYRMHFRKWQWRHEL FRU RQVHPL DQG 7H[DV ,QVWUXPHQWYV
RI WRWDO $9HV VHH
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7KH FRPSDQ\ EHOLHYHV WKDW WKH SULQFLSDO FRPSHWLWLYH |BFHORY M U\QVEW M GOOHWH WV R H HD WHLFGKIDERLGDRLIL F B © DINGORZQKRRB SURFH V!
KXPDQ UHVRXUFHV QHZ SURGXFW GHYHORSPHQW D FORVH UHO®MLIRRPDKL SRZL WH SHIQH 10 IDMEL Q Bl OXWHRPRWHIGY B\ RAH.BLQIDRQYV WR UH
HTXLSPHQW PDQXIDFWXUHUV DQG ZLWK WKH FDU PDQXIDFWXUHSBSRWHQWLDO FRVW IOXFWXDWLRQV

7KH FRPSDQ\ V FXUUHQW DQG SRWHQWLDO FRPSHWLWRUV FRXO X KDY H GORAQIW K URSH UQ WK \KH K MWFRDLGXF WR B IHWF R Q FERIIFQEB\FOH U H
UHFRJQLWLRQ DFFHVV WR ODUJHU FXVWRPHU EDVHV DQG VLJQISILRD®MOV FRKDW HIUL Q DQEF QB DMO VW FHK/YLFBOW P DQ NH WILIQH DRSS D Q
RWKHU UHVRXUFHV WKDQ WKH FRPSDQ\ $V D UHVXOW WKH\ PDWKHFKDEREHFR Q VDIGIDSWR PR UHU FXVYWN GV WHRGQ MZKRUFRPSDQ\ PD\ H[SHUI
HPHUJLQJ WHFKQRORJLHY DQG FKDQJHV LQ FXVWRPHU UHTXLUHPWOWAD @ BHVSRUB BEORRWW LQHF W B Y HGH P R R X FBIFAVWY R MK HFRVWY RU RV
SURPRWLRQ DQG VDOH RI WKHLU SURGXFWV WKDQ WKH FRPSDQ\

"XULQJ XSWXUQV LQ WKH VHPLFRQGXFWRU F\FOH LW LV QRW DOZI
7KHUH FDQ EH QR DVVXUDQFH WKDW WKH FRPSDQ\ ZLOO EH DE OXQWM RS AR WSHWIHQ ¥ X FIPH\HWI X QOR XOVAMDR PN W GHPDE G VE D) R FDSDFLW
IXWXUH FRPSHWLWLRQ )XUWKHUPRUH DV D VWUDWHJLF UHVSRQFW MR AKOHIIDHDMWHY | RX G GAR P SN WHWE @ H RHQ WIHVRQ FEOWF LW\ [URP \
WKH FRPSDQ\ PD\ IURP WLPH WR WLPH PDNH FHUWDLQ SULFLQJJ HGHUYYHU\HUBQ & LRIHPNHHEOWLQ B YGHHEF LV WRIQH RRIPSDQ\ DGHTXDWHO\ IRU
DFTXLVLWLRQV WKDW FRXOG KDYH D PDWHULDO DGYHUVH HIIHFWDR®& MVRVLEXWXIUQX Y N [ SIHHFWAKHOGN F RR/IWR/S WIR DI\ BRI G Y VD) ® U GRIDY FILQ @R U
FRQGLWLRQ %HFDXVH Rl WKH PLVPDWFK EHWZHHQ VXSSO\ DQG GHPDQG LQ WK

FRQWUDFWLQJ KDYH EHHQ LQWURGXFHG LQ RXU LQGXVWU\ RYHU \
1HZ WHFKQRORJLHY DQG WKH H[SDQVLRQ RI H[LVWLQJ WHFKQRORUJ L/ A%VP I K HQFULHD ¥ H PWKIHWARP\SHH @ HW IPYOH) S H WVSYXDFWLFHY LQ FDV
RQ WKH FRPSDQ\ E\ HQDEOLQJ LWV FRPSHWLWRUV WR RIIHU D ORZHG LFRWDE O H BYULFH ®U D EHWWHU WHFKQRORJ\ 7KHUH
FDQ EH QR DVVXUDQFH WKDW DQ\ FXUUHQW DUUDQJHPHQWY RU FRQWUDFWYV RI WKH FRPSDQ\ ZLOO EH UHQHZHG RQ
FRPPHUFLDOO\ UHDVRQDEOH WHUPYV 7KH FRPSDQ\ V IRXQGU\ DQG DVVHPEO\ VXEFRQWUDFWRUV W\SLFD

ZLOO EH DYDLODEOH ZLWKLQ WKH WLPH UHTXLUHG WR PHHW FXVW
$Q\ DQG DOO Rl WKHVH HYHQWY FRXOG KDYH D PDWHULDO DG Y HW K H Vil INMHFQG RQ W IKOH. & R\PFS [POIH W EIXVTDQLHIAG UGHH/PODQMG RRU ZKDWH Y H L

RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ WDNH XS WR WZHOYH PRQWKY WR WUDQVLWLRQ SHUIRUPDQFH RI \
WUDQVLWLRQ PD\ DOVR UHTXLUH TXDOLILFDWLRQ RI WKH QHZ SUR
5DSLG WHFKQRORJLFDO FKDQJH FXVWRPHUV ZKLFK ZRXOG WDNH DGGLWLRQDO WLPH 7KH UHTXDO

7KH VHPLFRQGXFWRU PDUNHW LV FKDUDFWHUL]HG E\ UDSLGO\ FKQRJXG I QUHW K & RHORG \F X U WRPHIQW R ¥ @ G5 WRBXFWHYHUDO \HDUV IRU

DQQRXQFHPHQWY LQWURGXFWLRQV DQG HQKDQFHPHQWY WR SURGXFWYV DQG DYHUDJH XQLW SULFH HURVLRQ ,Q WKH

DXWRPRWLYH VHPLFRQGXFWRU PDUNHW WKH DFWLYH SURGXFWO® Ol H[ EVFORIXIUNE D\& SWKRH LAPINVRHOLW \ VRR LWWZDVHUV IURP RQH VXSSO
WR UHGXFH WKH ULVN Rl GHSHQGHQF\ RQ RQH VXSSOLHU )RU WKt

$FFRUGLQJO\ WKH FRPSDQ\ V IXWXUH VXFFHVV ZLOO GHSHQG RQHMWW DE LRDLVY\OW B VR GRSYH WRRWIYSLG O\ FKDQJLQJ

WHFKQRORJLHV WR DGDSW LWV SURGXFWV DQG VHUYLFHV WR HYROYLQJ LQGXVWU\ VWDQGDUGY DQG WR LPSURYH WKH

SHUIRUPDQFH IHDWXUHV DQG UHOLDELOLW)\ RI LWV SURGXFWYV DHMGSZBU WLFH\W HQOUYHVEBROWMAWR FRPSHWLWLYH SURGXFW

DQG VHUYLFH RIIHULQJV DQG HYROYLQJ GHPDQGV RI WKH PDUNBQYSKODWB L QKSR DL XFUHO RO DMKGV F R B B B (D QUGRWHIDVWY\WR QWRLQ JOREDO

VXFK FKDQJHV ZRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WEXVERMSVQE\VFPXVILQHE V) UHBXKA® RIHRISWUDWHRRIVIRRGY DQG VHU

ILQDQFLDO FRQGLWLRQ VXSSO\ FKDLQ ([DPSOHV RI VXFK VLWXDWLRQV LQFOXGH LQFUHDYV
SRSXOLVP

3XUFKDVLQJ

7KH YDVW PDMRULW\ Rl WKH FRPSDQ\ V SURGXFWV DUH PDQXIDFWXUHG DQG DVVHPEOHG E\ IRXQGULHV DQG

VXEFRQWUDFW PDQXIDFWXUHUV XQGHU D ¢IDEOHVV PRGHO 7KLV UHOLDQFH XSRQ IRXQGULHY DQG VXEFRQWUDFWRUYV

LQYROYHV FHUWDLQ ULVNV LQFOXGLQJ SRWHQWLDO ODFN RI PDQXIDFWXULQJ DYDLODELOLW\ UHGXFHG FRQWURO RYHU
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F 5LVNV UHODWHG WR WKH WUDGLQJ RQ (XURQH[W 2Q '"HFHPEHUWKH IROORZLQJ ILQDQFLDO DVVHWY DQG OLDELOLW

3RVVLEOH YRODWLOLW\ RI VKDUH SULFH S tess iean

7KH WUDGLQJ SULFH RI WKH FRPSDQ\ V VKDUHV KDV EHHQ DQG )LQDQFLDO DVVHWYV
VXEMHFW WR ZLGH IOXFWXDWLRQV LQ UHVSRQVH WR IDFWRUV \
FRPSDQ\ V TXDUWHUO\ RSHUDWLQJ UHVXOWY DQQRXQFHPHQWYV
WKH FRPSDQ\ RU LWV FRPSHWLWRUV FKDQJHV LQ ILQDQFLDO H YPGH DQG RWKHU UHFHLYDEOHV
WUHQGYV LQ VHPLFRQGXFWRU LQGXVWULHV FKDQJHV LQ WKH P[)LQDQFLDO OLDELOLWLHYV
PDUNHWV DQQRXQFHPHQWY E\ WKH FRPSDQ\ RU LWV FRPSHWLW 7UDGH DQG RWKHU SD\DEOHYV
UHODWLRQVKLSY MRLQW YHQWXUHV RU FDSLWDO FRPPLWPHQWY DGGLWLRQV RU GHSDUWXUHV RI NH\ SHUVRQQHO VDOHV RI
VKDUHV RU RWKHU VHFXULWLHV RI WKH FRPSDQ\ LQ WKH RSHQ FBRQUINMW HRD\EH RAHKFHIUH PIY IH GRW W R (BF WER WD WIBH RI Rl ZKAERUB BRY®V
DUH EH\RQG WKH FRPSDQ\ V FRQWURO )XUWKHUPRUH WKH VWRIFNSPBWNRQUWKE BRQRQBB VIKGIG WRERQMHRR | WEBHFPIBEN H W
IRU VHPLFRQGXFWRU UHODWHG DQG WHFKQRORJ\ FRPSDQLHV LQ SDUWLFXODU KDYH H[SHULHQFHG H[WUHPH SULFH DQG
YROXPH IOXFWXDWLRQV WKDW KDYH RIWHQ EHHQ XQUHODWHG RKIG ISRAUVRISRUWL RVKWH @RAIKIQREHROWY FXSHHQFULPIYQ RWKHU W
Rl VXFK FRPSDQLHYV 7KHVH EURDG PDUNHW DQG LQGXVWU\ IDFWRUV PD\ PDWHULDOO\ DQG DGYHUVHO\ DIIHFW WKH
PDUNHW SULFH RI WKH FRPSDQ\ V VKDUHV LUUHVSHFWLYH Rl WKHVFRPBEDQO\UWV \WREHUDWLQJ SHUIRUPDQFH

7KH *URXS V H[SRVXUH WR WKH ULVN RI FKDQJHV LQ PDUNHW LQW
$/ 6HQVLWLYLW\ DQDO\VLY RQ ILQDQFLDO ULVN ORQJ WHUP GHEW REOLJDWLRQV ZLWK IORDWLQJ LQWHUHVW UDW!

&DVK DQG FDVK HTXLYDOHQWYV

OHOH[LV LV PDLQO\ VHQVLWLYH WR IRUHLJQ FXUUHQF\ UDWH DQZQLQ WHUHPEWM WD RILWKY *URXSeV ERUURZLQJY DUH DW D IORDW
FXUUHQWO\ QRW XVLQJ LQWHUHVW UDWH GHULYDWLYHV WR KHGJ!

JRUHLJQ FXUUHQF\ ULVN

7KH *URXS KDV WUDQVDFWLRQDO FXUUHQF\ H[SRVXUHV 6XFK H[BRY XROIORZILWHVWMDRE H/ 6 8 R R RUNEHDWFHKD WHWH BMHIYY LWL Y LW\ RI WK

RSHUDWLQJ XQLW LQ FXUUHQFLHYVY RWKHU WKDQ WKH XQLW V IXGKWQRDDQ ERQRWHUNFWHIVEBEWME VD WEURX BG'WKY LPSDFW RQ IORDWLC

DSSUR[LPDWHO\ Rl WKH *URXS V VDOHV DUH GHQRPLQDWHG LERQWDEWDSSUR[LPDWHO\ RI WKH *URXS V
FRVWY DUH GHQRPLQDWHG LQ 86"
7KH IROORZLQJ WDEOH GHPRQVWUDWHY WKH VHQVLWLYLW\ WR )< LQ EDVH SRLQWV

HI[FKDQJH UDWH RI WKH *URXS V UHVXOW EHIRUH WD[ ZLWK DO

5HIHUHQFH UDWH DYHUDJH )<
$0 )LQDQFLDO LQVWUXPHQWYV

JLQDQFLDO ULVN PDQDJHPHQW

OHOH[LV RSHUDWHVY LQWHUQDWLRQDOO\ ZKLFK FRXOG JLYH DQ H]
DQG IRUHLJQ H[FKDQJH UDWHV OHOH[LV FDQ XVH GHULYDWLYH IL
H[FKDQJH ULVNV LQWHUHVW ULVNV DQG LQIODWLRQ ULVNV



7DFOH RI SW D SFRXW EXVWDI ODELOLIWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

5LVN PDQDJHPHQW SROLFLHV KDYH EHHQ GHILQHG RQ *URXS OHYKID * DR)GS DW B URLMFULISH® RIXG\D B F WKM LORAD DX PRIS\DVQ QIRW FDUULHG
RI WKH *URXS UHFHLYDEOHV RWKHU FXUUHQW DVVHWV RWKHU QRQ FXUUHQW D
DQG ORQJ WHUP ERUURZLQJV
&UHGLW ULVNYV
&UHGLW ULVN DULVHV IURP WKH SRVVLELOLW\ WKDW FXVWRPHUVKRIUFRW K H.D F DPERW 8 WSBIUMDL\HKY POG G RWKEHTXEDBOMR WM VDWGHR | E
REOLJDWLRQV WR WKH FRPSDQ\ ZLWKLQ WKH QRUPDO WHUPV RIGKXBDER VWK N KR/ W WHELPV PIDIMYNU R WL VRH VWKWHLVAD LLLGDD @ BRIPO L Q VW U
FDVK DQG FDVK HTXLYDOHQWYV FXUUHQW LQYHVWPHQWY DQG DFPRX¥XQW® D WHHGE HEL YUDHEIGI K H DFE HP DAVGRD WK M/ R 1D WNLNW YWDIOKKH RQ WKH VWRI
FRPSDQ\ SHULRGLFDOO\ DVVHVVHV WKH ILQDQFLDO YLDELOLW\ RI FRXQWHUSDUWLHV &XUUHQW LQYHVWPHQWYV DQG
LQYHVWPHQWY LQ FDVK HTXLYDOHQWY DUH HQWHUHG LQWR ZLWHK HLI@RLQFY DO XH R WWW X VORIV WH WK QR @ V W F HEDW H G DRGH WKIHH G XW
UDWLQJV 7KH *URXS KDV QR VLJQLILFDQW FRQFHQWUDWLRQ RI FW & U MWW LSANR ZILOWK DXMG VISGLRH LPRXCHVHW EBUW FBUUMR I DPRXQW
RI FRXQWHUSDUWLHY KDYLQJ VLPLODU FKDUDFWHULVWLFV
ODQDJHPHQW EHOLHYHV WKDW WKH H[SRVXUH WR LQWHUHVW UDW
,QWHUHVW UDWH ULVN '"HFHPEHU ZDV PLQLPDO VLQFH WKHLU GHYLDWLRQ IURP WKHLU UH
2Q 'HFHPEHUWKH *URXS GRHV QRW XVH GHULYDWLYHV WR PDQDJH LQWHUHVW UDWH ULVNV
$1 &OLPDWH FKDQJH
JLTXLGLW\ ULVN
/JLTXLGLW\ ULVN DULVHV IURP WKH SRVVLELOLW\ WKDW WKH *URB8UMKXQ VEOWHPR PRIGWS UWRFHI\ QDD KIDDYG! FEEGIQ DWILRWMQREBQE KX
PDWXULW\ GXH WR WKH LQDELOLW\ WR FRQYHUW DVVHWYV LQWRVFDVR LAV W KRXW URQFKHQWQ O (5 PR XWTR G @ HWY KIQWH VDKV MWKW VR P
*URXS NHHSV D VLJQLILFDQW FDVK UHVHUYH LQ FRPELQDWLRQ ZIORE PXGW REOH X QXK H G FRP\P $WWHP A QWG MWOR JRWO WR OLPLW
EHORZ r& DERYH SUH LQGXVWULDO OHYHOV DQG WR DWWHPSW Wi
JRUHLJQ H[FKDQJH ULVN FRPPLWWHG WR HQYLURQPHQWDO VXVWDLQDELOLW\ ERWK LQ RX!I
7KH IXQFWLRQDO FXUUHQF\ Rl WKH *URXS LV WKH HXUR DV 0HO MWWV LXYtH W RV R H GBLIPLLQ i LFSXOLH HRQ WLLLQRI@HBIVOIDA. Q P SWIEQW &M DQDO\]LQJ
VRXUFLQJ WKURXJK WKH %HOJLDQ HQWLW\ OHOH[LV 7THFKQRORJLO¥UWWDVLQJ HIILFLHQW XVH Rl QDWXUDO UHVRXUFHV RQ DOO RXU
2Q D SURGXFW OHYHO OHOH[LV FRQWULEXWHV WR WKH HOHFWULI
7KH FXUUHQF\ ULVN Rl WKH *URXS RFFXUV GXH WR WKH IDFW WKOHWW QVRN ROQRXBIRBKK PWRNMW D6 6 RWDAVDOMO MW WRWHILAKHIRU UHGXFL
*URXS XVHV GHULYDWLYH FRQWUDFWV WR PDQDJH IRUHLJQ H[FKDQJH ULVN 7KH WDEOH ZLWK RXWVWDQGLQJ

GHULYDWLYHV SHU 'HFHPE %V WDNHQ XS LQ QRWH ‘H LGHQWLILHG WZR PDLQ FOLPDWH UHODWHG ULVNV 7KH ILUVW F
VXFK DV IORRGY DQG ILUHV :KDW PDNHV WKLV ULVN VLIJQLILFDQW
,QIODWLRQ ULVN VSUHDG ORFDWLRRWKH 86 WR -DSDQ WKXV DFURVYV YDULRXV F(

7KH LQIODWLRQ ULVN RI WKH *URXS DULVHV IURP WKH SRVVLELGIUWR WIKDWJIWKN MDOQEPUHDVH® @ QHWUW PN @ W\X E\WSRO DCH O W QRWK H
7KH *URXS RFFDVLRQDOO\ XVHV LQIODWLRQ KHGJH FRQWUDFWYV 2l B K H)GIZH WK ® 0O DML RQ©Y MR B B PHFHVW K HRHOPYFRUR QPHQWDO LPSDF

LQIRUPDWLRQ SOH YUHIHU WR QRWH HQHUJ\ DQG ZDWHU LQWHQVLYH ORUHRYHU WKH HQYLURQPHQWD
JLYHQ WKH JOREDO QDWXUH RI WKH VHPLFRQGXFWRU VXSSO\ FKD|
)DLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV FKDQJH FRXOG SXW SUHVVXUH RQ WKH LQGXVWU\ DQG OHDG WR V

7KH IDLU YDOXH RI IRUHLJQ H[FKDQJH FRQWUDFWYV LV GHWHUPLDR®XFUQYVRVUEDW G LHW[FKDIQOH [B B WPNHHDW XULHAVHIVWD/WI WHKHHQ KR XV H JD)
EDODQFH VKHHW GDWH 7KH IDLU YDOXH RI LQIODWLRQ KHGJH FRIQWDBFRWGDW B \Z HW R L\WQ K& *E\* GINRRVRRKRRVCL QU O X WX WIRHQ WKHVH PHE
H[SHFWHG FDVK IORZV ZKLFK DUH LPSDFWHG E\ LQIODWLRQ H[SHHFMDAKLRQMRU ZD\V WR UHGXIRXR XU *I KRR WSQRQXW HAHH DOVR

JRU DOO RI WKHVH LQVWUXPHQWY WKH IDLU YDOXHV DUH FRQILWPHG M B HQR/H V URKCGDEX HVEKW R LFQDLPOLD I IQIVQWIHN XAMMLHR QWRW PDWHU
WKURXJK ZKLFK WKH *URXS KDV HQWHUHG LQWR WKHVH FRQWUIFKWQJH FRQVLGHUDWLRQV RQ WKH ILQDQFLDO MXGJPHQWY DQG H
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7KH OHOHIILV VKDUH
AKNDUHKROGHU VWUXFWXUH
FKNDUH I QIRUPDWLRQ
&ROQWDFEFW ,QIR

JIQDQFI DO FDOHQGDU
'"LYLGHQG SROLF\



7DFOH RI SW D SFRXW EXVWDI ODELOLW)M QDQFLDO &RIUSRUDWH
FROWHQWYV | 10NQFH NHOM[LYV IITHSRUW ITHSRUW IRYHUQDQFH $SSHQGL]
A THWWHIL WR RX1J V4 DHAHIK RYOLAIRKWIIHKROGHLU LQIRUPDWLRQ
7KH OHOH[LV VKDUH 6KDUH LQIRUPDWLRQ
/LVWLQJ (XURQHI[W YLUVW GD\ RI OLVWLQJ 2FWREHU
SHXWHUV WLFNBIJ6 %5 1XPEHU RI VKDUHV RXWVWDQGLQJ RQ '"HFHPEHU
%ORRPEHUJ WLENH % % ODUNHW FDSLWDOL]DWLRQ RQ '"HFHPEHU )

6KDUHKROGHU VWUXFWXUH

6LWXDWLRQ RQ
&RPSDQ\

'"HFHPEHU
IXPEHU RI VKDUH3DUWLFLSDW L]

6HQVLQQRYDW %9
(OH[ 19
7UHDVXU\ VKDUHV
3XEOLF

7TRWDO

LQ (85

(DUQLQJV SHU VKDUH

1HW FDVK IURP RSHUDWLQJ DFWLYLWLHV
*URVV GLYLGHQG

<HDU HQG SULFH

<HDU V KLJK

<HDU V ORZ

$YHUDJH YROXPH RI VKDUHV WUDGHG GD\



7DFOH RI SW D SFRXW EXVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWYV | T0DQFH NHOH[LV IITHSRUW IIHSRUW IJRYHUQDQFH $SSHQGL]

ATHWWHIL WR RX1J \/4 DMAHIK RYOLRIBKMIIHKROGHI LQIRUPDWLRQ

&RQWDFW ,QIR 'LYLGHQG SROLF\
,QYHVWRU 5HODWLRQV 7DNLQJ LQWR DFFRXQW WKH FXUUHQW DQG IXWXUH FDVK IORZ VLWXDWLRQ DQG LI
LQYHVWRU#PHOH[LV FRP QR UHZDUGLQJ LQYHVWPHQW RSSRUWXQLWLHV FDQ EH IRXQG OHOH[LV 19
5RIHQGDDOVWUDDW % ,HSHU %HOJLX®WHQGVY WR SD\ RXW UHJXODU LQWHULP GLYLGHQGYVY LQ RUGHU WR PD[LPL]H
777 PHOHIIV FRP HQ LQYHVWRUV WKH UHWXUQ RQ HTXLW\ IRU LWV VKDUHKROGHUV
$SULO (85 LQWHULP GLYLGHQG
$QQRXQFHPHQW RI 4 UHVXOWYV (85 1LODO GLYLGHQG
0D\ (85 LQWHULP GLYLGHQG
$QQXDO VKDUHKROGHUYV PHHWLQJ (85 LQWHULP GLYLGHQG
(85 ILQDO GLYLGHQG
-X 0O\
$QQRXQFHPHQW RI KDOI \HDU UHVXOWYV (85 LQWHULP GLYLGHQG
(85 ILQDO GLYLGHQG
2FWREHU (85 LQWHULP GLYLGHQG
$QQRXQFHPHQW RI 4 UHVXOWYV
(85 ILQDO GLYLGHQG
YHEUXDU\ (85 LQWHULP GLYLGHQG
$QQRXQFHPHQW RI IXOO \HDU UHVXOWV (85  ILQDO GLYLGHQG
(85 LQWHULP GLYLGHQG
(85 ILQDO GLYLGHQG

SHQGLQJ DSSURYDO E\ WKH DQQXDO VKDUHKROGHUVe
PHHWLQJ RQ 0D\
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FROQWHQWYV JODQFH OHOH[LV IITHSRUW IITHSRUW JRYHIIQDQFH .‘RQ,QHQGL[

4
(IFHUSWV IURP WKH OHOH[LV 19 VWDWXWRU\
DFFRXQWV
RROGHQVHG QRQ FRQVROLGDWHG VWDWHPHQW
RI IlQDQFINO SRVLWLRQ
RROQGHQVHG QRQ FRQVROLGDWHG VWDWHPHQW

RI FRPSUHKHQVLYH LQFRPH
$SSURSUIDWIRQ RI WKH UHVXOW

[
H O
FF



7DFCH RI
FROWHQWYV

SW D
JODQFH

$FRXW
NHOM[LYV

6EXVWDI QDELOLWYM QDQFLDO

IITHSRUW

IIHSRUW

&RUSRUDWH
JRYHUQRDQFH $SSHQGL[

~~

[FHUSWV
KH OHOH

WDWXWR U\
DFFRXQWYV

7KH IROORZLQJ LQIRUPDWLRQ LV HIWUDFWHC
*$$3 ILQDQFLDO VWDWHPHQWY RI OHOH[LV 19
VWDWHPHQWY WRIJHWKHU ZLWK WKH PDQDJH
'LUHFWRUV WR WKH JHQHUDO VKDUHKROGHU'
DXGLWRUV UHSRUW ZLOO EH ILOHG ZLWK W
ZLWKLQ WKH OHJDOO\ IRUHVHHQ WLPH OLPLYV

=

H
H
D

<

,W VKRXOG EH QRWHG WKDW RQO\ WKH FRQV
DV VHW IRQOW®FI M S UHVRQW D WUXH DQG IDL
ILQDQFLDO SRVLWLRQ DQG SHUIRUPDQFH RI

7TKHUHIRUH WKHVH VHSDUDWH ILQDQFLDO V\V
WKDQ D OLPLWHG YLHZ RI WKH ILQDQFLDO SF

JRU WKLV UHDVRQ WKH %RDUG RI 'LUHFWRU\
SXEOLVK RQO\ DQ DEEUHYLDWHG YHUVLRQ R
EDODQFH VKHHW DQG LQFRPH VWDWHPHQW S
%HOJLDQ *$$3 DV DW DQG IRU WKH \HDU HQG
SDUWLFLSDWLRQV LQ DIILOLDWHG FRPSDQLH
SULFH

7KH VWDWXWRU\ DXGLWRUV UHSRUW LV XQT
QRQ FRQVROLGDWHG ILQDQFLDO VWDWHPHQ\
DFFRUGDQFH ZLWK %HOJLDQ *$$3 IRU WKH \H

JLYH D WUXH DQG IDLU YLHZ RI WKH ILQD
OHOH[LV 19 LQ DFFRUGDQFH ZLWK DOO OHJD(

7KH IXOO VWDWXWRU\ ILQDQFLDO VWDWHPHC
UHJLVWHUHG RIILFH RI WKH FRPSDQ\ DW 5R]}



7DFOH RI SW D SFRXW 6XVWDI QDELOLWM QDQFLDO &RIISRUDWH
FROWHQWY J10DQFH OHOH[LV IIHSRUW IIHSRUW IJRYHIIDDQFH S$SSHOQGL]

LQ (85
$VVHWV /LDELOLWLHV

JL[IHG DVVHWYV 6KDUHKROGHUV HTXLW\

., ,QWDQJLEOH DVVHWYV .,  &DSLWDO
.., 7DQJLEOH DVVHWYV $ 2XWVWDQGLQJ FDSLWDO
$ /DQG DQG EXLOGLQJV .9 S5HVHUYHV
% 30DQW PDFKLQHU\ DQG HTXLSPHQW $ /HIDO UHVHUYH
& )XUQLWXUH DQG YHKLFOHV % 5HVHUYHV QRW DYDLODEOH IRU GLVWULEXWLRQ
) $VVHWV XQGHU FRQVWUXFWLRQ DQG DGYDQFHG SD\PHQWYV ,Q UHVSHFW RI RZQ VKDUHV KHOG ®
,9 )LQDQFLDO DVVHWYV 9 S5HWDLQHG HDUQLQJV
$ $1ILOLDWHG FRPSDQLHV 9, ,QYHVWPHQW JUDQWYV
% 2WKHU HQWHUSULVHYV OLQNHG E\ SDUWLFLSDWLQJ LQWH UHVWV ® 9,,,/RQJ WHUP GHEW ®
3DUWLFLSDWLRQV ® ® © %DQNV ® ®
& 2WKHU ILQDQFLDO DVVHWYV i $PRXQWV SD\DEOH ZLWKLQ RQH \HDU
5HFHLYDEOHYV DQG FDXWLRQ PRQH\ $ &XUUHQW SRUWLRQ RI DPRXQWYVY SD\DEOH DIWHU PRUH WKD® RQH \HDBeU
9 $PRXQWV UHFHLYDEOH DIWHU PRUH WKDQ RQH \HDU 7UDGH SD\DEOHV
2WKHU UHFHLYDEOHYV ( 7D[HV UHPXQHUDWLRQ DQG VRFLDO VHFXULW\
9,, $SPRXQWV UHFHLYDEOH ZLWKLQ RQH \HDU 7D[HV
$ 7UDGH UHFHLYDEOHV 5HPXQHUDWLRQ DQG VRFLDO VHEXULW\
% 2WKHU UHFHLYDEOHV ) 2WKHU DPRXQWV SD\DEOH
9,,, &DVK LQYHVWPHQWYV £ ;' $FFUXHG FKDUJHV DQG GHIHUUHG LQFRPH
$ 22Q VKDUHV ® 7RWDO OLDELOLWLHV
% 2WKHU LQYHVWPHQWY DQG GHSRVLWYV ® ®

08 &DVK GHSRVLWYV

; 'HIHUUHG DVVHWY DQG DFFUXHG LQFRPH

7RWDO DVVHWV



7DFCH RI $W D SFRXW 6EXVWDI QDELOLWYM QDQFLDO RRUSRUDWH
FROWHQWY J10DQFH NHOH[LV IITHSRUW IITHSRUW IJRYHUQDQFH $SSHQGL]

RQVR@BSSDWSIGLDWLRQ
PSUHKHQVKMNMH HY KRR RWH

L (85 LQ (85
L |
o 2SHUDWLQJ LQFRPH $ 5HVXOW WR EH DSSURSULDWHG
$ 7TXUQRYHU S5HVXOW RI WKH SHULRG DYDLODEOH IRU DSSURSULDWLRQ
& 2ZWKHU RSHUDWLQJ LQFRPH 5HVXOW FDUULHG IRUZDUG
00 2SHUDWLQJ FKDUJHV % 7UDQVIHUV IURP FDSLWDO DQG UHVHUYHV ® &®
% 6HUYLFHV DQG RWKHU JRRGV & 7UDQVIHUV WR FDSLWDO DQG UHVHUYHV
& 5HPXQHUDWLRQ VRFLDO VHFXULW\ FKDUJHV DQG SHQVLRQV 7R RWKHU UHVHUYHYV &
' '"HSUHFLDWLRQ ! 5HVXOW WR EH FDUULHG IRUZDUG
( $PRXQWV ZULWWHQ RIl VWRFNV FRQWUDFWV LQ SURJUHWWY DQG WUD®&H 5HVXOW WR EH FDUULHG IRUZDUG
* 2WKHU RSHUDWLQJ FKDUJHV ) 'LVWULEXWLRQ RI SURILW
,,, 2SHUDWLQJ UHVXOW 'LYLGHQGV

.9 )LQDQFLDO LQFRPH

% ,QFRPH IURP FXUUHQW DVVHWYV

& 2WKHU ILQDQFLDO LQFRPH
9 )LQDQFLDO FKDUJHV

$ '"HEW FKDUJHV

& 2WKHU ILQDQFLDO FKDUJHV
9, 5HVXOW RI WKH \HDU EHIRUH WD[HV
9,, ,QFRPH WD[HV

$ 7D[HV

% 5HIXODUL]DWLRQ ® ®

9,,, 56HVXOW RI WKH \HDU



7TDFCH RI $W D SFRXW 6EXVWDI QDELOLWM QDQFLDO RRIISRUDWH
FROQWHQWYV JODQFH OHOH[LV IITHSRUW IITHSRUW JRYHIQDQFH $SSHQGL[

SPSSHQGL]

2XU 1 QGXVWUNDVVRFLDWLRQV
*ORVNVDU\

21LLEHV._ DQG/ORFDWLRQV
[LVW R1I XVHG $FURQ\PV

BWDWXWRUN DXGLWRU V UHSRUW



7TDFCH RI SW D SFRXW 6EXVWDI QDELOLWX QDQFLDO RRIISRUDWH
FROWHQWV J0ONDQFH OHOH[LV ITHSRUW ITHSRUW JRYHIIQDQFH $SSHQGL[

2XU LQGXVWU\
DVVRFLDWLRQV

OHOH[LVY SDUWLFLSDWHY LQ WKH IROORZLQJ LQGXVWU\ DVVRFLDWLRQV WKURXJK ZKLFK ZH JHW DFFHVV WR DQG OHDUQ IURP WKH

$(& 4 $JRULD &$1 LQ $XWRPDWLR®4 &L$ (,50% (6,% L ((( ,6(/(' SOOLDQFH

JOGXVWU\ DVVRFLDIWIRGNSRUW ORELQOQGX\&OXEDYVRFLDWERQ TXDOLW\ DVV@EXVWIUR®VVRFLDWIGKYWU\ DVVRFLDWIREVVLRQDO RUJIMEXDWURQVRFLDWLRQ
/RFDO LQGXVWU\ DVVRFLDWLRQ DGYDQFHG WHFKQRORJ\

777 DHERXCFLO FRRZZ DIRULD EH 777 EDQ ELD RUJ 777 GIT GH 777 HILUED RUJ 777 HXVHPIEFRQGXI|AZRZINHHK RUJ 777 LVHOHG FRP

.62 0,3, SOOLDQFH 1%1 6LOLFRQ 6D[RQ\ 9'$ 9'( *00 9" =9¢(,

6WDQGDUGL]DWLRQQGXVWU\ DVVRFLDMWVLRQGDUGL]DWLRQHWZRUN ,QGXVWU\ DVVRFLDWL\RDR UN JQGXVWU\ DVVRFLDWIGKYWU\ DVVRFLDWLRQ

777 IVR RUJ 777 PI S| RUJ 777 QFEQ EH 777 VIOIFRQ VD[R(\WZEHW GD GH 777 YGH ERP 777 YGL GH 777 1YH _ RUJ

OHWIZHUMN YHUHLQ



7TDFCH RI SW D SFRXW 6EXVWDI QDELOLWYM QDQFLDO RRIISRUDWH
FROWHQWV J0ONDQFH OHOH[LV ITHSRUW ITHSRUW JRYHIIQDQFH $SSHQGL[

*ORVVDU\

(DUQLQJV SHU VKDUH 6KDUHKROGHUV HTXLW\ 1HW FDVK IURP RSHUDWLQJ DFWLYLWLHYV
BURILW DWWULEXWDEOH WR HTXARD\UKHKGER®BHW R | BEISIHYIDVWO  UH WIHM) G \WOAM) L Q IWVGMXVWPHQWY IRU RSHUDWLQJ DFEWLYLWLHYV
GLYLGHG E\ WKH ZHLJKWHG DYHUMADRYXPEHFRIUHQW \HDU V UHVXKOKW QJHVHWVHURWHNLQJ FDSLWDO

RUGLQDU\ VKDUHYV UHVHUYH WUHDVXU\ VKDUHV UHYDOXDWLRQ UHVHUYH
KHGJH UHYDOXDWLRQ UHVHUY H&ID$ WWYDDOO K HS HOHGIDWXUH &D S ([
(DUQLQJY SHU VKDUH GLOXWHGUHVHUYH FXPXODWLYH WUDQQOBWWREG OVBEW XQWSRHRGEW UW\ SODQW DQG HTXLSPHQW
BURILW DWWULEXWDEOH WR HTXLW\ KROGHUV RI OHOH[LV
GLYLGHG E\ WKH IXOO\ GLOXWH G M LLIG @/HHESWBANGHIUDVIH 52(

QXPEHU RI RUGLQDU\ VKDUHV &XUUHQW SRUWLRQ RI ORQJ WHURHGBEKBEW R Q ROIXWH\U P
GHEW OHVV FXUUHQW SRUWLRQ 1HA/®D QR FRFPIHQ/KDQEKROGHUYV HTXLW\

BHYHQXH RYHUGUDIWV FXUUHQW LQYHVWPHQWYV FDVK DQG FDVK

B3URGXFW VDOHYV UHYHQXHV IURHAXIHDHOMHIWVD QW RWDO OLDELOMUWKXHEIOLQNHG WR OHDVHG

GHYHORSPHQW DVVHWY DQG O| DFLOLWLHY QRWMUUHQW DVVHWY FXUUHQW OLDELOLW\

(%,7 RROVROI GNWHG AWNWHPHCW RIBROYHDFA\DO 3RVLWLRQ

(DUQLQJY EHIRUH LQWHUHVWY DQG WD[HYV 6KDUHKROGHUVY HTXLW\ WRWDO DVVHWYV

7TXUQRYHU 6DOHYV FRVW RI VDOHYV UHVHDUFK DQG

GHYHORSPHQW H[SHQVHV JHQHUDO DQG 7TDQJLEOH QHW ZRUWK

DGPLQLVWUDWLYH H[SHQVHV VHRQOILQI FDSLWDO 7TRWDO DVVHWYV OLDELOLWLHYV LOQOWDQJLEOH DVVHWYV

H[SHQVHVY RWKHU RSHUDWLQJ HIBWQWHWXUUHQW DVVHWY FDVK DQG FDVK HTXLYDOHQWYV
FXUUHQW LQYHVWPHQWYV FXUUHQW OLDELOLWLHV EDQN
(%,7'$ ORDQV DQG RYHUGUDIWYV FXUUHQW SRUWLRQ RI ORQJ
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