$QQXDO 5HSRU

SURWHFWLQJ 'LIJLWDO ,QIUDVWUXFWXUHYV
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BURWHFWLQJ
G L J L W D O ESGEV(;FLLEWVHFWRU 'LILWDO VRYHUHLJQW\ IRU

$ KROLVWLF ,7 VHFXULW\ FRQFHSW LV HVVHQWLDO IRU JRYHUQ|

UupH IRUEHVY, VHFXQH vV 3XEOLF 6HFWRU VHIPHQW VXSSRUW
WU IKUP LRP R S F LQLVWUDWLRQV DJHQFLHV D
ER PH LFIROG\ DRG L Q UQDWLRQDOO\ 7UXVWHG VHFX
U

HVLOLHQW GLJLWDO LQIUDVWUXFWXUHY DQG WKH KLIKHVW SF
IRU GDWD DSSOLFDWLRQV DQG GLIJLWDO LGHQWLWLHYV &RQVX

VHFXQHW LV *HUPDQ\ V OHDGLQJ F\EHUVHFXULW\PER&HP YWYRLQBRYFRPSOHWH VHEXQHW V FIEHUVHEXULWL SRUWIR
LQFUHDVLQJO\ LQWHUFRQQHFWHG ZRUOG WKH FRPEBER RRERRGHWLRQV OHYHUDJH WKH ODWHVW WHFKQRORJL
SURGXFWV DQG FRQVXOWLQJ VHUYLFHV WR FUHDWRHGH\GIOLMNPW & RYHYHIEIQWN
LQIUDVWUXFWXUHV DQG SURYLGH WKH KLJKHVW SRVVLEOH OHYHO RI
SURWHFWLRQ IRU GDWD DSSOLFDWLRQV DQG GLJLW L RY

\HDUV ZH KDYH EHHQ WKH GLJLWDO VHFXULW\L%%\?/%Q&ngy(yHgM)\%LU SHFXUH GLIJILWDOL]DWLR
JRYHUQPHQWYV LQVWLWXWLRQV DQG EXVLQHVVHvVQEX ¥WIb\WRQG KHDOWKFDUH
LQGHSHQGHQFH DQG GDWD VRYHUHLJQWA ZLWK KL 3§ \wHYRYBRITRUPDWLRQ LV JLYLQJI ULVH WR QHZ EXVLQHVV
LQIUDVWUXFWXUHV DQG VHFXULW\ WHFKQRORJLHV Q53 gBWLEQ P ArRPPA FDWLRQ DQG FUHDWLQJ PRUH HIILFLI
VR EHFDXVH Z H EHQHYH VKDVRYHUH Q GLJ VD@ DVIRQIQDQ YDOH FKDIQV + RZ HYHU ﬁygm FRQQHFW DQG QHZ

H
LQFUHDVLQJO\ LQWHUFRQQHFWHG ZRUOG UHPD'—‘S\%’HPKQUF?@F%PL%VC‘%‘FWB XVO\ UDLVH WKH ULVN RI F\EHUD
IRU WKH KHDOWKY JURZWK RI HFRQRPLHV DQG Wkdh GAMRMITEER RbQe HVSLRQDIH VHEXQHW V %XVLQHVV 6HF!

RXUVRFIEW VXSSRUWYV FRPSDQLHY DQG KHDOWKFDUH RUJDQL]DWLRQV LQ
LQIRUPDWLRQ DQG FRPPXQLFDWLRQ WHFKQRORJLHV ,WV FRUF
OHVIQFRQUXGAQ) DVZ HODVVKH GHYHBSP HQADQG SIRGXFVRQRI

WUXVWZRUWK\ VHFXULW\ VROXWLRQV WKDW VHDPOHVVO\ LQW!|
;7 ®QGVFDSHVDQG Hi | HFVIYH® SIRVAFWAKHP
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. H\ ILIXUHYV

VHFEXQHW *URXS RYHUYLHZ DFFRUGLQJ WR ,)56

.H\ SHUIRUPDQFH LQGLFDWRUV LQ PLOOLRQ HXURYV &KDQJH

6DOHV UHYHQXH

(DUQLQJV EHIRUH LQWHUHVW DQG WD[HV (%,7

(%,7 PDUJLQ 3s
(DUQLQJV EHIRUH LQWHUHVW WD[HV GHSUHFLDWLRQ DQG DPRUWL]DWLRQ (%,7'$
(DUQLQJV EHIRUH WD[HV (%7

*URXS SURILW IRU WKH SHULRG

(DUQLQJV SHU VKDUH LQ HXURV
'LYLGHQG SHU VKDUH LQ HXURV VXEMHFW WR WKH UHVROXWLRQ RI WKH $QQXDO *HQHUDO OHHWLQJ

.H\ FDVK IORZ ILJXUHV LQ PLOOLRQ HXURV &KDQJH
&DVK IORZ IURP RSHUDWLQJ DFWLYLWLHV
&DVK IORZ IURP LQYHVWLQJ DFWLYLWLHYV

&DVK IORZ IURP ILQDQFLQJ DFWLYLWLHV

.HV ILQDQFLDO ILIJXUHV LQ PLOOLRQ HXURYV &KDQJH

7TRWDO DVVHWYV

(TXLW\ LQFOXGLQJ QRQ FRQWUROOLQJ LQWHUHVWYV
(TXLW\ UDWLR 3s
&DVK DQG FDVK HTXLYDOHQWYV

/[LDELOLWLHV
/LDELOLWLHYVY WR FUHGLW LQVWLWXWLRQV
2UGHU ERRN

[0

BHUPDQHQW HPSOR\HHV

.H\ VKDUH ILIXUHV &KDQJH

6KDUHV RXWVWDQGLQJ 5

&ORVLQJ SULFH ;HWUD LQ HXURV
ODUNHW FDSLWDOL]DWLRQ LQ ELOOLRQ HXURYV
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QWMRONGDWAIG )LQDQFLDO 6WDWHF
\Y LGD G DWHPHQW RI EDODQFH VKHH
R OLGDW WDWHPHQW RI SURILW RU ORYV
& R Q OLGDWH VWDWHPHQW RI FRPSUHKHQVLY

&RQVROLGDWHG VWDWHPHQW RI FDVK IORZV
&RQVROLGDWHG VWDWHPHQW RI FKDQJHV LQ HT
IRWHV WR WKH &RQVROLGDWHG )LQDQFLDO 6WD

VHEXQHW ODQDJHPHQW 5HSRUW ,QGHSHQGHQW $XGLWRU V 5HSRUW
BURWHFWLQJ GLJLWDO LQIUDVWUXFWXUHV)XQGDPHQWDOV RI WKH *URXS SHVSRQVLELOLW\ VWDWHPHQW
HV ILIXUHV (FRQRPLF UHSRUW
5LVN DQG RSSRUWXQLW\ UHSRUW 2WKHU 'LVFORVXUHYV
7R 2XU 6KDUHKROGHUYV JRUHEDVW $VVXUDQFH UHSRUW E\ WKH LQGHSHQGHQW *HUF
SXEE DXGIVRURQD (P IHG DWXUDQFH HQJ DI HP HQW
/ HWHUI LRP ViKH 0 DQDJ HP HQW/RDUG SLVN UHSRUWLQJ LQ UHODWLRQ WR ILQDQRLP G FPRPIREHRRYWKH *URXS 6 XVWDLQDELOLW\
5HSRUW RI WKH 6XSHUYLVRU\ %RDUG 5LVN PDQDJHPHQW DQG LQWHUQDO FRQWURRQU%\\VVHP
"HVFULSWLRQ RI WKH NH\ IHDWXUHV Rl WKH DFFRXQWLQJ
6SRWOLJKW UHODWHG LQWHUQDO FRQWURO DQG ULVN PDQDJHPHQW
VIVWHP SXUVXDQW WR 6HFWLRQ DQG 6HFWLRQ

7TRIHWKHU ZLWK +3( DQG 19,",$ VHFXQHW LV _ 4,
VKRZFDVLQJ UDSLGO\ GHSOR\DEOH $, IRU KLIKO\
FRQILGHQWLDO GDWD 7DNHRYHU UHODWHG GLVFORVXUHV SXUVXDQW WR 6HFWLRQ

D VHQWHOFH DQG 6HFWLRQ D VHQWHQFH +*%
3URWHFWLQJ WKH PRGHUQ IDFWRU\ ZLWK WKH ODWHYV

JHQHUDWLRQ RI HGJH FRPSXWLQJ ODQDJHPHQW DQG FRQWURO ™ UHIHUHQFH WR WKH

&RUSRUDWH *RYHUQDQFH 6WDWHPHQW SXUVXDQW WR
: KHQ SDWSRUMAMDP SVJR GLJ MDO+ RZ VHFXQHW HFWLRQV | DQG G +*%
e}

6
WHFKQRORJ\ LV PRGHUQL]LQJ ERUGHU FRQWUR
&RPELQHG 6XVWDLQDELOLW\ 6WDWHPHQW

&RUSRUDWH *RYHUQDQFH 6WDWHPHQW
5HSRUW RI WKH ODQDJHPHQW %RDUG SXUVXDQW WR

7KH VHFXQHW 6KDUH 6HFWLRQ SNW*




ODQDJHPHQW 5HSREWQVROLGDWHG )LQDQFLDO BWBRMHPH/FWRYV XUHV
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7R 2XU 6KDUHKROGHUV




WWHU IURP
HO DQDJHP HQW
% RDUG

'HDU 6KDUHKROGHUYV

UXMOHW 3 DWQHW/ DQG ) UHQGV
Rl VH &RP SDQ\

,Q ILQDQFLDO \HDU ZH FRQWLQX
GHYHORSPHQW RI UHFHQW \HDUV

ILJXUHV LQ ERWK UHYHQXH DQG HD
FKDUDFWHUL]JHG E\ LQFUHDVLQJ JHR
DQG UDSLG GLJLWDO WUDQVIRUPDW
GHPRQVWUDWHG WKDW F\EHUVHFXUL 38 it
HIWUD EXW UDWKHU WKH IRXQGDWLRQ Rl VRYHUHLJQ
VRFLHWLHV :H ORRN EDFN RQ D \HDU LQ ZKLFK ZH QRW

RQO\ FRQVROLGDWHG RXU PDUNHW OHDGHUVKLS LQ *HUPDQ\
EXW DOVR ODLG WKH JURXQGZRUN IRUSHAM WX Rrt A ¥DHBHYLQJI GHIHQVH PHIHR/G WKH VORVYV Rl WKH DELOLW\ WR PDU

VHFXULW\ Rl WRPRUURZ *HRSROLWLFBO "FREFOLFWWRUHVWRHQWY DUH QREHRODWIRRNLQERXW WKH XVH DQG SURWH
ORQJHU IRXJKW VROHO\ LQ WKH skPWPGHo PRYHopKHPYWO! LQ WUDGLWEGR QMDD OGN & WH

LQFUHDVLQJO\ LQ F\EHUVSDFH &G\EHUVHFXULW\ LV DOVR DVVXPLQJ D F % % CK‘ éJ G GLJLWDO VHEXUL
UROH LQ WKUHDW SUHYHQWLRQ 7 gw QV d{;QG FRUSRUDWH

&\EHUVHFXULW\ KDV LQFUHDVLQJO\ WYPRWHRUPHE 'HREULWLFDO LQIUDVWU
SXUHO\ ,7 UHODWHG WDVN LQWR D P DWW HH vRY UXBWXRRPOUPRQRGR ORQJIHU PH D VSHFLDO UHV
FRUSRUDWH VHFXULW\ ,Q OLJKW RI SHRARXR G VARZHW HIKEIWWRROV ~ XVHG fg :S;%} il i DUH WKH JXDUGLDC
DQG WKH UHVXUJHQFH RI LQWHUVWDVWEH YV WHHRYFDRRAOLFW M UWY  )RU HG\%& v echRWD

WKH ~UROH Rl LQIRUPDWLRQ  WH{KQRROERI)QWKOX DOVR SOD\LQJ DQ LQFUHDVLQJO\ LPSRUWDQW

IXQGDPHQWDOO\ FKDQJHG 7KH *HUPDYURJIRYHUKQPHRW KHUH LV WR PDLQWDLQ IXOO FRQWURO ™

DQG PDQ\ RWKHU (XURSHDQ VWDWHY okei'aHy JEHF&PWWWR) QRQ (XURSHDQ SODWIRUPV DQG

VLIQLILFDQWO\ LQFUHDVHG WKHLU GHIH@WILENSIEWM UuLWE 1wy 7KH ORVV RI GDWD VRYHUHLJQW\
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*URZWK WUDMHFWRU\ FRQIL2¥P HGUH 3XEOLF 6HFWRU VHIPHQWLWHKPBUQH®GNRRFHPHQW RI DUWLILFLDO

VWURQJHVW JURZWK GULYHU JHQHUDWKQHDNOWWHQBYHEAXHKRYH DOVR FKDQJHG

$ QHZ WHFRUG\ HDU o PLOOLRQ Q SDUWLFXODU WKH 'HWRRRH D6@E® FHW@BGY IRU FAEHUDWWDFNV |

7KH SDVW ILQDQFLDO \HDU XQGHUVIfBBFWDQﬁu \ DUHDV VDZ D VLDQIDLEDEWHLYRUBICBWHRDG UDQJH RI DWWDF

PDUNHW SRVLWLRQ (LWK D LoF bR %P R VB H\Q; VDPH WLPH RXUW RHLIQHNVWKHHEWBULHUV WR HQWU\ &RPS

UHYHOXH WR © PLOOLRQ SUHYLRXUJEW@LYV sZLWK VDOHV UHYHQXH LOBHMDRXVRl DEFRVWHG LQ GHSWK SURJUD
K

PLOOLRQ ZH KDYH DFKLHYHG RXU IRUHF R/\/@BW\% VM §/§H SUHYLRXV \HDUOBGE PR DVWUPRBEKY RI SUHSDUDWLRQ DU
W

(wlll
<’

R
HQG 2XU RSHUDWLQJ SURILW (%, 7W WRW #Sbﬁgﬁ&WU\ LV DOVR LQFUHI-H)\D/\ILIQHIU)\ UKIOXLQLIRQI RO WO\ Sl\JRPRWHV
VLIQLILFDQWO\ FOLPELQJ E\ D UHPDU'N[I§II::| LV \/&ROVHFXUH LWV GLILWDO W ENQV¥IRWPRDWERRQW TXDQWXP FU\SWRJUDS

PLOOLRQ 7KLV VXFFHVV RQFH DJDLQ GHPRQVWUDWHV WKH DQVZHU WR WKLV QHZ GHYHORSPHQW W
PDWLFDO SUREOHPV VR FRPSOH[ WKDW QHI

\éi\éwzg%gﬁ;f&y\ EL;IT%HES(:HLQEQ/VV?&% Q/US'FIJEUI—R@F&V([FHOOHQF¢-thQ<GXUH TXDQWXP FRPSXWHUV FDQ VI
WHFKQRORJLHV "LIJLWDO 6RYHUHLJQW\ WKH IRUHVHHDEOH IXWXUH 2XU WHFKQRC
FODVVLFDO PHWKRGV ZLWK QHZ TXDQW
,QQRYDWLRQ LV RXU GULYLQJ IRUFHWOJRKODWYPYK\HQHUXULQJ WKDW RXU FXVW]
FRQWLQXHG WR LQYHVW LQ RXU @QUHFXWQRRORI\DWHQGOUHDG\ LPPXQH WR IXW
FRQVHTXHQWO\ LQ RXU IXWXUH ODVW®WDSHEUOSWRHYHVNRQBHDGHUVKLS LQ VWD
ZDV WKH IXUWKHU GHYHORSPHQW RI RPHWKRSG K ORKBEXYRY XV D ORQJ WHUP F
WKH ILUVW WLPH LW LV QRZ SRVVLEOBGNR GWDOKK PXO W LWWKYWHE SDUWQHU IR
FORXG VROXWLRQV XS WR WKH 6Q&8QFLHAHPRQGLWYLWLFDO LQIUDVWUXFWXU

FODVVLILFDWLRQ ™ D FUXFLDO VWHS IRU WKH RSHUDWLRQDO
FDSDELOLW\ RI JRYHUQPHQW LQVWLWXWKRON DQV®R KM UMORKE VWUHQIWKHQHG F
HUD $QG WKURXJK RXU FROODERUDW MRH Z KM QW KBDOEG VHFWRU )ROORZLQJ
+HZOHWW 3DFNDUG (QWHUSULVH +3( D3I$UWKOWHO FRIHDXWHELIJKVSHHG &RQQHFWRU
D VRYHUHLJQ $, LQIUDVWUXFWXUH WKDW EZEORZN XWYHIWHG WR KDYH UHDFKH
LQWHJUDWH 19,,$ V PDUNHW OHDGLQLPSR WHFRYRPIRINVWRQH ZLWK WKH SURYL
DQG +3( V KLJK SHUIRUPDQFH VHUYHUWSGDWIRDWHAMWREKLY HQDEOHV PHGLFDO
WKH VHFXUH 6,1$ HQYLURQPHQW DWIPHVMPSRZAHUWHOHPDWLFV LQIUDVWUXFV
JRYHUQPHQW DJHQFLHV DQG VHFXUL®H UWULAMLFDZA WK XV K SHUIRUPDQFH DQG
WULHY WR KDUQHVV WKH SRWHQWLDO VR QDQHAHL FLIOOV L QW HO G UXFQP® VWHS WR.
ZLWKRXW ORVLQJ FRQWURO RYHU VHQVOWXKGHEGMW® QHWZRUNLQJ VROXWLRQV W
UHGXFH WKH ZRUNORDG LQ KRVSLWDOV

SUDFWLFHV
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SURWHFWLRQ RI (XURSHDQ ERWORBRW 2SWLPLVP IRU

$QRWKHU NH\ IRFXV RI RXU ZRUN LQ :H ORRW BARRJGHKWH IXWXUH ZLWK JUHDW FRQILGHQF

(XURSHDQ (QWU\ ([LW 6\VWHP ((6 VHEORQH®WDIOV FRNHQYHLIQW\ DUH LUUHYHUVLEOH WU
VI\VWHPV ZLWK ELRPHWULF YHULILFDWIDROH\VH QBIEFBAR) XHXWKREHWZHHQ ° DQG ° PLOOL
H[WHUQDO ERUGHUV LV DQ LQGLVSHQ\WRMEMHU HFRRONDRIRYI LOWHOQDRQ DW WKH HQG RI

VHEXULW\ :LWK WKH SKDVHG LPSOHRHDQOYWLRD RLRYKBQG WKH QHHG IRU (XURSHDQ
D VLJQLILFDQW FRQWULEXWLRQ WR IVBPXQUWLWO YHWMKLQ WKHWKHUHIRUH H[SHFW RXU J /
BFKHQJHQ $UHD 2XU XVHU IULHQGO\WERWHHFEW RFRRQWR FRRQWLQXH ZLWK WDUJHWHG FR S
ULWLHV WR PDQDJH WUDYHO HIILFLHQWOD CAKR OH PP WIROMDMXI LPSURYH RXU HDUQLQ 1Y g //]}'/‘ b
WKH KLJKHVW OHYHO RI VHFXULW\ ,QVDQZRW@QG $RRIFEX-OMZIEIH® DQG °© PLOOLRQ DQG (754 7 /7///////
WKUHDWY SUHFLVH GLJLWDO LGHQRILBAWYHHOQIEFIMIR® PMOOLRQ 7KDQNV WR RXU 7 SIS /

sr /777
VHFEXULW\ KDYH H[FHOOHQW YLVLELOLW\ IRU WKH FRPLQJ PRQIFM {////

'"HDU VKDUHKROGHUV ZH WKDQN \RX IRU \RXU WU 3 -
2XU UHVSRQVLELOLW\ $ WHdIRRN IRUZDUG WR ZRUNLQJ ZLWK \RX WR IXUWKH U FFIr-
RI H[ SHUV/ VHFXQHW DV WKH OHDGLQJ SDUWQHU IRU F\EHUV Hi# f’f 2

*HUPDQ\ DQG (XURSH ;

%HKLQG WKHVH VXFFHVVHV DUH DSSUR[LPDWHO\ SRl .
HP S®\ HHV 7KHIUSDWRQ MFKQEDOEUGDQFH <RXU ODQDJHPHQW %RDUG DW VHFXQH\D6HFXULW\
DQG WLUHOHVV FRPPLWPHQW WR GLUHWDRUNWBXULW\ DUH g 3

VHEXQHW V WUXH FDSLWDO ,Q WLPHV RI VNLOOHG ODERU
VKRUWDJHYVY ZH KDYH VXFFHHGHG LQ }JHPDLQ[.,’QJ DQ

DWWUDFWLYH HPSOR\HU IRU WKH LQGXX¥WU\ VAEHVW WD@HQW =
, "’ =

‘H WKDQN HDFK DQG HYHU\ RQH RI WKEPZIRY WKHLU P =

FRQWULEXWLRQ WR WKLV VXFFHVVIXOL\HDU or -

4

U .DL ODUWLXV “HVVLFD 1RVSHUYV
&72 &)2

ODUF -XOLDQ 6LHZHUW 7RUVWHQ +HQQ ' ,7 '
&(2 &22 _ : /
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5HSRUW RI WKH 6XSHUYLVRU\

'HDU 6KDUHKROGHUV /DGLHV DQG *HQWOHPHQ

7KH JOREDO HFRQRP\ LQ H[KLELWHGQD WKMGHSRUWLQJ \HDU WKH 6XSHLI
GHYHORSPHQW SUHVHQWLQJ ERWK FRIQMO@HKRMMO\DQPAOILOOHG LWV GXWLHV
RSSRUWXQLWLHV IRU EXVLQHVVHV DFEFERQW L@ WHRWR®\ D WK IUHT XLUHG E\ ODZ
SHUVLVWHQW HFRQRPLF YRODWLOLWVVRARBWORWLFDQG X®%KH 5XOHV RI 3UR
KHDYDOV DQG DQ HVFDODWLQJ WKUHPRQWDQERXDSH RRQWWRUHG WKH ODQDJHP
GLJLWDO VSDFH SRVHG VLJQLILFD QWD AXIHPOIIW HR1 NRHUFXQHW B6HFEXULW\ 1HW
RUJDQL]DWLRQV ZRUOGZLGH WKH WHFPKH®RORQ\ IMWHFWRRPSUHKHQVLYH ZULWW]
H[SHULHQFHG VXVWDLQHG JURZWK UHSRWDWY WSIDRNIRKWG UHJXODU DGYLVRU\
PDWLRQ DQG WKH H[SDQVLRQ RI LQWMKHRRXXFWHXBH I IXRULOOLQJ RXU GXWLHV \
DUWLILFLDO LQWHOOLJHQFH DQG F\EHWYBMX WIKWM\ ZRQ N5 RU WIKFHX ODQYDIHPHQW %RD!
JDLQHG LPSRUWDQFH &RPSDQLHV RIIHUSKGLH@WRYDQYEYHURSHU 5HJXODU H[F
VROXWLRQV LQ WKHVH DUHDV EHQHILVQHRSU PDR\PLRQ F LRADW[QRBSOH UHJDUGLQJ FX
GHPDQG DV ERWK WKH SXEOLF DQG WSWDLYDWHWVRIGWRDUVR WRRN SODFH EHWZ
LQWHQVLILHG WKHLU LQYHVWPHQWYV L@ FL.UGWPBHWHFXULWHWZHHQ WKH &KDLUF
6XSHUYLVRU\ %RDUG DQG WKH &KDLUPI
'"HVSLWH HFRQRPLF XQFHUWDLQWLHVODWR BHPBHYWHWRDRG DV ZHOO DV WKH RW
F\EHUVHFXULW\ VROXWLRQV H[SHULHQ@AHGKMVODRQJIHRIHRIW KRRDUG 7KH ODQDJHPI
7KH LQFUHDVLQJ IUHTXHQF\ DQG FRRSQANWWOWRN LQIRUPHG XV SURPSWO\
F\EHUDWWDFNV ERWK RQ FRPSDQLHV KM®DW LNHG\UDPRIXQW WKH FRXUVH RI EXVLQH\
LQVWLWXWLRQV FRQWULEXWHG WR DDIX® WKHLV X UHYL I RFD© D'WWHIMH O LPSRUWDC
LQ GHPDQG IRU VRSKLVWLFDWHG VHF X&RRMS DR O XVQL BS@W W RFW@&DY UHJDUGLQJ VYV
FRQWH[W VHFXQHW 6HFXULW\ 1HWZR UB\RW BWED\8 QROQRQD\ LQFOXGLQJ ILQDQFLI
DEOH WR PDLQWDLQ LWV PDUNHW SPWOGNLRQUERGQPOVEBOWRQLQJ SURILWDEL
XQORFN QHZ JURZWK RSSRUWXQLWLH W XVKWDROQIXE &/iD IEMMLE VY GHYHORSPHQW R
LQQRYDWLRQV 7KH B6XSHUYLVRU\ %RDOQG WIORVHRXSPRQL
WRUHG WKLV GHYHORSPHQW DQG DFWLYHO\ VXSSRUWHG WKH
LPSOHPHQWDWLRQ RI WKH FRUH VWUDWHJLF REMHFWLYHYV
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$00 PHPEHUV RI WKH 6XSHUYLVRU\ (4B PU9 LKPFVWEH WKH 6XSHUYLVR IPPO, REIYEEPU 6XSHUYLVRU\ %RDUG |
RSSRUWXQLW\ DW DQ\ WLPH WR WKRURXJKO\ H[DPLQH WKH 6XSHUYLVRU\ %RDUG PHPEHUV UHFHLYHG U

SURSRVDOV DQG UHSRUWV RI WKH O0DRDU®P HQKMH BRIBIRAWLQJ \HDU IRXU ERBEDQUVPEMWLQHVY GHYHORSPHQW UL\
DQG WR FRQWULEXWH WKHLU RZQ VXHUHVWIHOEB/ LKHBHUVRQ RQ ODUFK RSSRUMXQLW\ DQG ULVN PDQDJHPHQW DQC
GHFLVLRQV RU DFWLRQV RI WKH O0DQBSWPHEWU %RDUEG 1RYHPEHU ,Q DGGLWLRQ

UHTXLUHG WKH DSSURYDO RI WKH 6WEH UM YHRWYLWROWBRDUG FRQYHQHG SWZIRD HEWQ D RUKHLQ@PGLYLGXDO VHVVLRQV DQ
XQGHU ODZV WKH $UWLFOHV RI $VVRPHBWLRQV RULWKH GHKRHVRQIHUHQFH RQ ODUFK DQG

Rl 3URFHGXUH WKH PHPEHUV RI WKH @0SHUYLVRU\76RDBESHUYLVRU\ %RDUGKRBGWRVHPHWLDO VXFFHVVRU WR WKH WKHC
JUDQWHG WKLV DSSURYDO DIWHU LQWHIXDLDHO \UZIYW KR XIVQWKH 0DQDJHP HQ WRDMR D UG HQQIHU Z DV GMXWHG 1Q VIKH YIGHR

GLVFXVVLRQ FRQIHUHQFH RI ODUFK

$00 PHPEHUV Rl WKH 6XSHUYLVRU\ %RDUG DWWHQGHG DOO
PHHWLQJV RI WKH 6XSHUYLVRU\ %R D UW GDW\. QUH WW HQIDR® 0DUFK WKH 6
OHWKRGV RI PRQLWRULQJ DQEB WY WhQ J %RDUG WKRURXJKO\ UHYLHZHG  WKH
SHUIRUPDQFH LQ WKH ILQDQFLDO VWD

7KH 6XSHUYLVRU\ %RDUG EDVHG LWV DXG ULP 0\
° R b H?—'Hbv%%k WRR exsHuUYLVRU %WRHGFROPERQHD/ VAMEBQDIHPHQW UHSRUW IR
HWZHHQ PHHWLQJV E®6HHOQWRI IHWXIRUMY $* DQG WKH *URX
WKH UHJXODU UHSRUWV RI WKH 0D DJ|_I|-| %YJ(EW

8 Q FHGXUHV %HWZHHFHPEHWLQJY WBBG WKH 6XSHUYLVRU\

%RDUG DOVR SURYLGHGUWSRUNKIRUYWKRU\ ILQDQFLDO \HDU 7Kl

UG ZLWK GHWDLOHG ZULWWHQ UHSRNWY RO YSHZWGFXDPA OXOWLPDWHO\ DS
§ WKH VHSDUDWH UHSRUWYVY WKDW WKI—I\/QD@IDIJ_IFFBIQ(WWHYHQWV DQG SURMHFWEXSHWYWKRUFRRPRSPIVIG V. UHSRUW WKH

%RDUG KDV VXEPLWWHG RQ D FDVH EAKHD %KX SBOWIW ROM % RDUG GLVFXVVHGFRQWRIQILEDWRG QFLDOQFLDO VWDWHPHQV

SURYLGHG IRU LQ WKH ODZ DQG LQ W|
BURFHGXUH RI WKH ODQDJHPHQW °/R

ZHOO DV LQIRUPDWLRQ ZLWK WKH O0DQDJHPHQWRMRMHEG PHIRDHHPHQW UHSRUW IRU WKF
WLRQ $W DOO UHJXODU PHHWRGIW RHKHUROSIHUYKMRDXGLWRU SDUWLFL

WKH VXSSOHPHQWDU\ H{[SODQDWLR O\lblE
8 ODQDJHPHQW %(IiDUG DQ[G WKQH DXGSV%;E%}ZJG GGUHVVHG WKH FXUUHQW EXGLQHEXVVGERY)YNORG QWK DQG UHSRU
FXQHW 6HFXULW\ 1IHWZRUNV $* )NHWKHUPIRIIN RWWIOH) DXGLW 7KH 6XSHUY

J X WKRURXJKO\UHHDRORKWEGRQNOWRDERW VXEPLWWHG WR WKIH
7KH UHSRUWV ZHUH VXEPLWWHG WR W H %@HU&wg,%véh%% VI?W
%RDUG :KHUH WKH ODQDJHPHQW %R b léRUSRUDWH DRBWULUQGUYRVWRAQWMW 6HFXULW\ 1HWZRUNYV

EXVLQHVV PHDVXUHV WR WKH 6XSH %%i%"}oRB l? DV WKH GHYHORBERIQWHE@! DI\WURMKHIVPHHWLQJ RQ ODUFK

6XSHUYLVRU\ % RRUW KMHHUPRHUHY DWVRDY UHVROYHG QRW \
DSSURYDO WKH VXEPLVVLRQ WR WK bﬁb
LOFOXGHG D GHVFULSWLRQ RI WKH H\Ng\/jﬁ%g HYL G WKH ODQDJHRH®RVYJEHRVYUWEHWUP DV D PHPEHU RI WKH OI

GLQJ PDUNHW GHRBOBSPHMWEXBROBYLVRU\ %RDUG DOVR (
FRQVLGHUHG LQ WKH GHFLVLRQ WKH FRPSDQ\ V ORQJ WHUP VWUDWHJIGIFH ZHUWFWL ROV SMWHQWLDO VXFFHVVRU
IRFXV DUHDV IRU ILQDQFLDO \HDU LQFOXGHG WKH

FRPSDQ\'V ORQJ WHUP VWUDWHILF GLUHFWLRQ WKH
WUDQVIRUPDWLRQ DQG IXUWKHU GHYHORSPHQW RI WKH
SURGXFW SRUWIROLR DQG WKH JURZWK SURVSHFWV RI WKH
VHFXQHW *URXS



&RPSDQ\

2Q $sULO WKH 6XSHUYLVRU\ %RDW&LDS SRLIYWHEIG/LQHVV VHIPHQW )gUﬁNEIH%isUR; QY'(_I-WLFDO XSKI_

0 U6lHZ HWWDVD P HP EHURI VKHO DQDJ HP HOAMY/RDUG 6XSHUYLVRU\ %RDUG DGRSWHG DPH

E\ PHDQV RI D ZULWWHQ UHVROXWLR®URFIHEEWHY HRUXOAKH ODQDJHPHQW % m’mh’ B
] LHPVIQJ ® VHYHUH

6XEVHTXHQWO\ LQ D YLGHR FRQMWKHQFHRR® WDANURZWK 7KH 6XSHUYLV

OU 6LHZHUW ZDV DOVR DSSRLOWGBGHWVWWMHG MK GHFODUDWLRQ RI FR \ I\QEM ‘GR IQ
RI WKH ODQDJHPHQW %RDUG HIITHFWLWAKLDAM\WPHHWLQJ )LQDOO\ WKH 6XSHU e D Q \/KH

SURYHG WKH WDUJHW YDOXHV IRU YDU@FZOJNIZ'WD O'"VSDFH KLJK

'XULQJ LWV PHHWLQJ RQ 0D\ W KR{UG6 XK YOVRDIHPHQW % RDUG

%RDUG GLVFXVVHG FXUUHQW EXVLQHVN[BHYWORGPRIQ WQ ZI-I:IW‘KLURQPHQWDO ?V\TIPQ';FQJ W “"H F H QW U D O

WKH ODQDJHPHQW %RDUG 7KH 0DQDJMPHINW %RDWKH UHPDLQLQJ FRPSHQV
DOVR UHSRUWHG RQ WKH SURJUHVVZBV WKW VHEDUGMHO\ E\ WKH 6XSHUNNNMT'\OFFH RT "F\EH UV HF X1
6\W(OHYHQ *PE+ )XUWKHUPRUH WKHEULBXKEHQYUMREOXWLRQ LQ 'HFHPEHU @

%RDUG DQG WKH ODQDJHPHQW %RDUG GLVFXVVHG WKH

VWDWXV Rl WKH FRPSOLDQFH PDQDJHPHQW V\VWHP WKH

LQWHUQDO FRQWURO V\VWHP DQG WIKARWSKR Binp\WikHpPHRYWHUQDQFH

VAVWHP 7KH 6XSHUYLVRU\ %RDUG DQG WKH ODQDJHPHQ\v " \U'"u7%
DFW ZLWK WKH XQGHUVWDQGLQJ WKDW JRRG FRUSRUDWH

EXVLQHVYV DQG ILQDQFLDO VLWXDWLR (%/I.)((%{:F)h\(/\(/lﬂG7 FLUKXFLDO IRXQGDWLRQ IRU WKH FRP
PHHWLQJ IRFXVHG RQ WKH SUHVHQWD éQ R ¥ a )6%6—,_\% DWWD FK JUHDW HPSG%(%WBQ \VRW\R %RDUG VWULYHV WR

*URXS V VWUDWHJI\ E\ WKH ODQDJHPHQ*\HY/ﬁ%I%ﬁ!bS%E%g kY v, Q RI_WKH *HUPFDSQJR%% \ﬁl'ﬁH PWMHFWLYHQHVV DQG HIILFLH

DQG FORVHO\ Yo WK 0
PHGLXP WHUP VWUDWHJILF EXVLQHVV QREIW D F U U\ %RDUG V HIILFLHQF\
ODUO\ LQ FRQQHFWLRQ ZLWK D VWU[%{FQYJ HLFPDQV % BW& PXUWKHU GHYHOR SR '_&RWDWHFRB%IBHBWFLWHP DW LWV DQQXEL
RX

v GV ZLWKLQ WK
FORXG EXVLQHVV DQG WKH VHFXQHW QWHU%NISJ%—LJ Q FILCﬁJDQslg-%O \HDU WKH HIILFLHQF\ UHY

WLRQDO RSHUDWLRQV )XUWKHUPRUH K DRPIHAHRW o DVVHVVPHQW ZDV FRQGXFWHG DW WKH
%RDUG UHSRUWHG RQ SRVVLEOH VFHQ7HK&N6IBH6>£§VL{ o eppuc DGRSWH EDVHG RQ D TXHVWLRQQDLUH
o)

[
GHYHORSPHQW RI WKH LQGXVWU\ GLYL) LR 1 Qgg&ﬁv' RgpLw RQ IRYH PQQ%[WHUQDO VHUYLFH SURYLGHU

™ ‘U 5DOI :LQWHE

'XULQJ WKH PHHWLQJ RQ 6HSWHPEH

L Q WKH &RPSDQYV DQG

ODQDJHPHQW %RDUG SUHVHQWHG WKH, K\ Y
D VXEVLGLDU\ LQ 'XEDL 8%( 7KH 6XS é%Qi\WER S\%%E% IRYHUQDQFH LV EROWDIQH CEJ\}'QRWKWIKH 6XSHUYLVRU\ %F

6WDWHPHQW, y K&y | GHUWDNLQJ WKH QH
JDYH LWV DSSURYDO WR WKLV S0DQ EHEBBQBVWRDQZ%LWﬂ%ﬂﬁLJPLW\ LV DYDLQ&EO@S_'W'@W H D D6H QYHORSPQH W PHSW
UHVROXWLRQ IROORZLQJ WKH PHHWLQZ\ RO wkH FRUSRUDRDAZ ZHEXDWW FR N 2

LHV. VXFK DV WKRVH UHODWHG WR FKIL

(<
o
=4
IX

;U

$W LWV PHHWLQJ RQ 1RYHPEHU *SGHU WK EERXW 8V 11 LQYHVWRUV \pBRYRBNPWH G oQHZ WHFKQRORJLHV D
6XSHUYLVRU\ %RDUG DGGUHVVHG WKH qu8 \gw EXVLQHVV DSSURSULDWH VXSSRUW IURP WKH FRPS
VLWXDWLRQ ,W GLVFXVVHG DQG DSSURYHG WKH HQGHDYRU ,Q SDUWLFXODU GXULQJ ILQD
EXGJHW SODQ ZLWK WKH ODQDJHPHQW %RDUG 7KH WKH HPSOR\HH UHSUHVHQWDWLYHV RQ W
PHHWLQJ DOVR IRFXVHG RQ LQWHUQDO UHVWUXFWXULQJ %RDUG SDUWLFLSDWHG LQ D VHPLQDU R

$FTXLVLWLRQV )XUWKHUPRUH WKH &KDL
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&RPSDQ\

6XSHUYLVRU\ %RDUG FRPSOHWHG WZR KMUPDQQQWRFFROFWVRN WKH PHHWLQJ RGHPKBRORJI\ DQG ,QQRYDWLRQ &RPPI

2QH RI WKHVH FRXUVHV IRFXVHG RQZWKH WROH RXGWWHRU V UHSRUW RQ w 7%)&% \%OB!]\WG QORYDWLRQ &RPPI
&KDLUPDQ RI WKH 6XSHUYLVRU\ %RDUQDQKID ¥ WMRIQVMGHPHQWYV IRU WKH V!/I'KQJI%%F\WQ \U%Lk@@ ) WKH UHSRUWLQJ \HE

FRXUVH DGGUHVVHG WKH LPSDFW RVYKWHEKBREDRUQBDO® UHYLHZ RI WKH IQ—Q_ )SDIQHdeD(SQFS

GHYHORSPHQWY RQ EXVLQHVVHV 7KHVWROWMHPHD@QWRI WIKNHHU GLVFXVVLRQ W5H X(S;éWG&ﬁ-ipdDIJ'I%NV\S

W WK Mtwios .0 Dpoo PH
v

MUV DGGUHVVHG WKH F
GHYHORSPHQWYV LQ ILQDQFLDO UHSRUHVLIXNGLIGG BQQXDO DQG FRQVRQL WPAWRBWHI\ DOG OHZ SUR
§] HG

FRUSRUDWH RYHUVLJKW LQ WKH FRGWDMMWPHRIWGLJIIKWDOXGLW &RPPLWWHUH'D._Q BlV\(l;l;'l? §|
WUDQVIRUPDWLRQ DQG DUWLILFLDO LQWWRRXWH@®KMHM SUHVHQFH RI WKH ODQDJHPH G
\%

7KH PDL IRFX Rl WKH PHHWLQJ RQ ODUF
7KH PHPEHUV RI WKH ODQDJHPHQW %®W WEKB (PGH WWKIHQJ RQ 6HSWHPEHU ZD\)N%/@ % %HRN GHYHORSPHQWY LQ WKF
6XSHUYLVRU\ %RDUG VKDOO GLVFOPWHURDFKSRWH®@WHDO ILQDQFLDO V\HP\Q}HE% MVWDé(ﬁl_L)WJLW\ 1HWZRUNV $* 7KH
FRQIOLFWV RI LQWHUHVW WR WKH 6XSHAKLREK RADV%RDIE ZEREKEXMWVHG E\ WK P%G \g VM/LJ\UR_PYLVLRQ DQG LWV FXUUHQ
GHOD\ 1R FRQIOLFWV RI LOQOWHUHVW Z%W'2H 2J0N\S BWWMB QBN HMGK H7 KH N H\ DXGLWZI—'?L?IW 5\9% LlJHW/H WHG
PHPEHUVY RI WKH ODQDJHPHQW %RDUG DRGLWKHHUH DOVR GLVFXVVHG SDUWLFXODUO\
6XSHUYLVRU\ %RDUG LQ WKH ILQD QFROQQHHWURQ ZLWK WKH YDOXDWLRQ |I< Q'

Q
JXUWKHUPRUH WKH ODQDJHPHQW %RDéJISBUW

IXWXUH VWUXFWXUH RIEWKH DQQXDO UI':H)§\BLLbV¥|VV VHIPHQW )XUWKHUPRUH WKH
HYHORSPHQW SRWHQWLDO RI WKH

QL \Pkfgﬁgvé/HHé/\(/\yHPEHU IRF
gRH & H FRPSHWLWLYH ODQG
&RPPLWWHH ZRUN

G G
7KH PDLQ IRFXV RI WKH PHHWLQJ R ﬁ@eqH EHd v VHG YROORZLOJ XS RO WKH
SXGLW &RPPLWWHH 2DV WKH LQWHULP UHSRUW RQ WG D QOXDG \)NKH VWSDWHJ\ QIRU W
7KH $XGLW &RPPLWWHH PHW WKUHH MHEVINOBEH WG WKBDQFLDO VWDWHP QWHQI:)Q(?&NVQVW "Wy Forxa EXVLQHV
UHSRUWLQJ \HDU HDFK PHHWLQJ EHLRESRHOGW KA DHKEMRRUV IURP %'2 LYE&VYLRRQY DOVR
$00 WKUHH FRPPLWWHH PHPEHUV PWMOKEHEE WKRFEFFRXQWLQJ WUHDWPHQW RI LOYHVWPHQWYV
PHHWLQJ $W HDFK PHHWLQJ WKH $GHAXEHEHUENRY WikEHWSHEXUW 1 HVE RUN $* ,
7KH PHHWLOQJ RQ 1RYHPEHU LQFO.
DGGUHVVHG LVVXHV UHODWLQJ WR WKy UHWIKIFWHR IR HWK IR | MMEHUQDO $XGLW, L VN 1O Dy %WIE%Q RXG VWUDWHI )qum

LQWHUQDO FRQWURO ~VIVWHP WKH plole/Ne /e IHEPFHWEHSDUWPHQW YV Sg MW?M%VW[S< éUFXUUHQW PDUNHW VLW

VIVWHP DQG FRPSOLDQFH DQG PRQQEOKBRYOHEHSWKIWY DQG WKH DQQXD oD R
LQGHSHQGHQFH TXDOLILFDWLRQV DQG HIILFLHQF\ RI WKH igﬁg\%’?ﬁi ULWY DQG H+HDOWK GLY

HI[WHUQDO DXGLWRU DV ZHOO DV WKH TXDOLW\ RI WKH DXGLW



&RPSDQ\

2XU WKDQNYV J
ERDUG PHPEHL
DOO HPSOR\HH

JRRG UHV

™ 'y 5DOI :LQ

$QQXDO DQG FRQVROLGDW H®DQ OFPH ERHRW FRQWDLQHG WKHUHLQ |
VWDWHPHQWYV WKH DXGLW

7KH DXGLWRU %'2 $* :LUWVFKDIWYVSKHI SXDBLIM VERORPLWWHH DQG WKH B6XSHUY
VFKDIW KHDGTXDUWHUHG LQ +DPEXUJUBILYWKZMHEUWRAKARPELQHG 6XVWDLQDELOL
(VWHQ ZDV DSSRLQWHG E\ WKH $Q@Q@QX®DOWKHQHHPO®QHUDWLRQ UHSRUW SUHS
OHHWLQJ RQ 0D\ DV WKH D XGUDNFOU HPIH@WH %RDUG 7KH H[WHUQDO
&RPSDQ\ DQG WKH *URXS IRU WKH BLHJD @ BPBIG \BIDDLPLWHG DVVXUDQFH HQJDJ}
DQG IRU WKH UHYLHZ RI WKH FRQGEXYWHE QDEDQIFWDO 6WDWHPHQW DQG D
VWDWHPHQWY DQG WKH LQWHULP PDQWRXOHQBWURGRWMSRUW SXUVXDQW WR 6}
7KH &KDLUPDQ RI WKH $XGLW &RPPLWWMKLRDV MDOVWIRPLWHG DVVXUDQFH FRQFO
UHJXODU FRQWDFW ZLWK WKH DXGLWRWY WDLRDEHOHYWBWDYWHPHQW DQG DQ X
RXWVLGH RI WKH $XGLW &RPPLWWHH PRISIVQLRIY RQ WKH UHPXQHUDWLRQ UHSRUW
ZHUH WKRURXJKO\ UHYLHZHG E\ WKH $XGL
%'2 $* :LUWVFKDIWVSU%IXQJVJIHVH®MGKKW 6XIHUYLVRU\ %RDUG RQ ODUFK
DXGLWHG WKH DQQXDO ILQDQFLDO VWERSHPHQYRV\ WRIBDE DG RSWHG WKH UHPXQ
E\ WKH ODQDJHPHQW %RDUG LQ DFFR W&HBQBANDRZIO MEKIHG WKH 6 XVWDLQDELOLW\
*HUPDQ &RPPHUFLDO &RGH +*% DQG WKH
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWEQGXBSDILH®QERDO VWDWHPHQWYV SU
DFFRUGDQFH ZLWK ,QWHUQDWLRQDO )D@DJHPH®VEHSRDWGQIJWKH FRQVROLGDW!
6WDQGDUGV ,)56 DV WKH\ DUH DSYOGMIFWHPHQWY WWKH FRPELQHG PDQDJHPHQ
(XURSHDQ 8QLRQ IRU ILQDQFLDO \HDWKH DVIEBDQFDBO \HDU WKH ODQDJHPHC
WKH FRPELQHG PDQDJHPHQW UHSRUW URSRWKBIO*IRRX®KH DSSURSULDWLRQ RI UH
DQG RI WKH &RPSDQ\ IRU ILQDQFLD®GHDWKH DXGLW UHSRUWV ZHUH
LQFOXGLQJ WKH DFFRXQWLQJ UHFRUBRP SHOIEHQMYH®\D@®QG WKRURXJKO\ DW
XQTXDOLILHG DXGLW RSLQLRQ LQ HDFKRFEPRIHWWHH PHHWLQJ RQ ODUFK 7KF
UHSRUWHG RQ WKH NH\ DXGLW PDWWHUV D
'LWK UHJDUG WR WKH H[LVWLQJ PDMRULQ\GLQKD URKRBEELQIGIW %DVHG RQ WKH |
*LHVHFNH '"HYULHQW *PE+ OXQLFK W KWK D X$XIGLRWU &RPPLWWHH UHVROYHG WR S
UHYLHZHG WKH UHSRUW RQ UHODWLRYXHSVLYRMK BoRIDALD WHICDW WKH SUHVHC
FRPSDQLHVY SUHSDUHG E\ WKH 0DQDMMPBHWWP MEWVYGEH DSSURYHG DQG WKDW \
SXUVXDQW WR B6HFWLRQ Rl WKHDSHWRBSYLPWRR® Rl UHWDLQHG HDUQLQJV E
&RUSRUDWLRQ $FW IRU WKH ILQDQFLDO \HDU DQG
LVVXHG DQ >XQTXDOLILHG DXGLW RSLQLRQ@ 7KH
6XSHUYLVRU\ %RDUG KDV DOVR UHYLHZHG WKLV UHSRUW DQG
UDLVHG QR REMHFWLRQV WR WKH ODQDJHPHQW %RDUG V



&RPSDQ\

$W LWV PHHWLQJ RQ ODUFK W K[HS 419 WU L \R1 WKDQNV
%RDUG UHYLHZHG WKH DQQXDO ILQDRFLDO VWDWHPHQWYV

FRQVROLGDWHG ILQDQFLDO VWDWHPKHHVOXSHEBERPERQH® RDUG WKDQNV WKH ODQDJHPHQW
PDQDJHPHQW UHSRUW DQG WKH ODQDYRPHGW PAFPEH®Y DQG DOO HPSOR\HHV IRU WKHLU
SURSRVDO IRU WKH DSSURSULDWLRQ RIXWHWDIQH® HBWHOIRUPDQFH DQG JRRG UHVXOWV LQ WKH
DV ZHOO DV WKH DXGLW UHSRUWYV 7KH I&RDIQFAD® RHDWKH

$XGLW &RPPLWWHH H[SODLQHG WKH &RPPLWWHH V

UHFRPPHQGDWLRQV LQ GHWDLO ) KMUMNHKQH LOPDRJUF HK DOO

PDWHULDO LVVXHV UHOHYDQW WR WKH ILOQODQFLDO VWDWHPHQWYV

DQG DXGLWV LQFOXGLQJ WKH NH\ DXWW KH WX\SHUW LYRUH%RDUG

GLVFXVVHG LQ GHWDLO ZLWK WKH DXGLWRU DQG VXEMHFWHG WR

WKH 6XSHUYLVRU\ %RDUG V RZQ UHYLHZ 7KH 6XSHUYLVRU\

%RDUG V UHYLHZ DOVR LQFOXGHG WK ODQDJHPHQW

%RDUG V SURSRVDO IRU WKH DSSURSU LRQ RI UHWDLQHG

HDUQLQJV ZKLFK SURYLGHV IRU D GLY, G RI ¢ SHU

GLYLGHQG EHDULQJ VKDUH

JROORZLQJ H[WHQVLYH GLVFXVVLRQU 6@® | W R RHRIX HI VW
GHOLEHUDWLRQ WKH PHPEHUV RI WK KXSHRYQVRIUWKFRDYSHUYLVRU\ %RDUG
FRQFOXGHG WKDW WKHUH ZHUH QR REMHFWLRQV WR WKH

ILQDQFLDO VWDWHPHQWY RU WKH DXGLW FRQGXFWHG E\ WKH

H[WHUQDO DXGLWRU 7KH 6XSHUYLVRU\ %RDUG LV FRQYLQFHG

WKDW WKH FRPELQHG PDQDJHPHQW UHSRUW RI WKH

&RPSDQ\ DQG WKH *URXS FRPSOLHV ZLWK DOO OHJDO

UHTXLUHPHQWYV ,W DJUHHV ZLWK WKH VWDWHPHQWY LQ WKH

PDQDJHPHQW UHSRUW UHJDUGLQJ WKH FRPSDQ\V

IXWXUH GHYHORSPHQW DQG KDV DSSURYHG WKH UHVXOWYV RI

WKH H[WHUQDO DXGLW DV ZHOO DV WKH &RPSDQ\ V DQQXDO

ILQDQFLDO VWDWHPHQWY DQG WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWYVY IRU WKH ILQDQFLDO \HDU WKH DQQXDO

ILQDQFLDO VWDWHPHQWY RI VHFXQHW 6HFXULW\ 1HWZRUNYV

$* ZHUH WKXV DGRSWHG RQ ODUFK

)XUWKHUPRUH WKH 6XSHUYLVRU\ %RDUG HQGRUVHG WKH

ODQDJHPHQW %RDUG V SURSRVDO IRU WKH DSSUR

SULDWLRQ RI SURILWYV



v
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&RPSDQLHV DQG SXEOLF DXWKRULWLHE ZIHWIG KW JK Q HFKXW DD O\VLV RI1 WK HY
DQG FRPSOLDQFH UHTXLUHPHQWYV ZLCORD WRRW EFHHEOHVWR LV GHOLYHUHG i
TXLFNO\ GHSOR\ DUWLILFLDO LQWHOOHJIJHRFHIXHHGLQOORZLQJ IRU UDS L
SURGXFWLYH HQYLURQPHQW ™ ZLWKRXRBWLOYB@HVEORBMBRS$,RLY LQWHIJUDWHG (@
FRQFHSWV EXW ZLWK IXOO OHJDO FHWMAXLQWN GRLNULGPWRBPRDWLRQ VHOI
SRVVLEOH E\ D FROODERUDWLRQ EHWRSIH@D WHRQDMW XSRUW IURP VHFXU L{#
DQG 19,,$ 7KH LQWHJUDWLRQ Rl WHKK 6HISP BQRXNGIWKHU HQKDQFH WKH i
VHFXULW\ FRPSRQHQWVY DOVR HQDEPGRX®XPSHUWHQDHWKH DLU JDSSHG #
RSHUDWLRQ 7KH VROXWLRQ ZDV ILUWAHWNWKHUV RQWSHIGH PIW HVK DW  WKH FX Vi
6PDUW &RXQWU\ &RQYHQWLRQ LQ %HUBPRQRFDWLRQ GDWD FHQWHUV HQVXU#

FRPSOHWH FRQWURO RYHU VHQVLWLY &
7KH IRXQGDWLRQ RI WKH MRLQW VROXWLRQ LV +3( 3ULYDWH
&ORXG $, D WXUQNH\ VIVWHP IRU $, DS/RIHRDRMHLR @V WKRIMZWOXWURQJ SOD\H
GHYHORSHG E\ +3( DQG 19,.$ WR HQDE®H WH YIR®VIQEW D FKDOOHQJH WKDW F#
HDV\ GHSOR\PHQW RI SULYDWH $, DSSPRLGDWXRQLF DBBPNRUWWUDWLRQV DQdJ4
UHVHDUFK ILUP ,'& KDV UDQNHG +3( 3UWRDWHFEORWE BODWVLILFDWLRQ ¥ VD \K
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fillﬁlllli (L L/

&(2 RI VHFXQHW ?7KHVH RUJDQL]DWLR@W WDQW HBR XMMKS$,VRIWZDUH DQG $

"

DSSOLFDWLRQV ODXQFK FRUUHVSRQEXQWRPUHBRMHWWWWBXW SURGXFWLYH
RIWHQ JHW VWXFN LQ WKH SURRI RI FRBQAHRS WO SKIDB/AH\ WFOPRWEOH DQG HDVL
OHDVW EHFDXVH RI WLPH FRQVXPLQ@HTKRBBEOHQWHAH

HYDOXDWLRQV %\ FRPELQLQJ WKH H[SHUWLVH RI WKH WKUHH

SDUWQHU FRPSDQLHV ZH FDQ RIIHU 3XEWORGXWGRQQWKWWDWLRQV FDQ //'./,o“ L
JHWV RXU FXVWRPHUV RXW RI WKL\&ORPS®ZVM KLY KWKHQWHJIUDWHG /f/ A LTSS LA A S
VKRUWHVW SRVVLEOH WLPH VHFXQHW&OVRKRUW KRRPSHWHI[Q FMW ILQJ +3( |UD P H 8 i e

RXU GHFDGHV Rl H[SHULHQFH LQ KLJKSWOBXWHE/\V,HUDIFGEY DUH -"' .'}

DP GHOLJKWHG WKDW ZH FDQ FRQWUIEXWHORWHHVREWKHE LQ *HUPDQ\ 74#¥

LQQRYDWLYH VROXWLRQ Y LQFOXGH LQVWDOODWLRQ DQG LQW#

VXSSRUW DQG XSRQ UHTXHVW .},-‘,
FRPSOHWH VI\VWHP DV D PDQDIHG IWEAIEAIEINS,
)DVWHU GHSOR\PHQW RI $, SWWRMHIBWWDWD FHQWHU RU LQ .-/

FHQSWHU

7KH $, VROXWLRQ LV PXOWL WHQDQW FDSDEOH PHDQLQJ LW
RITHUV VWULFW VHSDUDWLRQ EHWZHHQ XQLWV VXFK DV
GHSDUWPHQWY WHDPV RU SURMHFWYV 7KLV HQVXUHV WKDW
VHQVLWLYH GDWD UHPDLQV SURWHFWHG DW RIUGOL @WIRPWHRD WOLR®

WKH $, FDQ RQO\ DFFHVV WKH FRQWHQW LW KWW KRAZZHNEHMRHW FRP TE VOV EEES
&RPSOLDQFH UHTXLUHPHQWY LQFOXGLQJ WXKRNNHXQHOD WHIGYDWH FORXG D L& e Faey '

WR ,7 EDVHOLQH SURWHFWLRQ DUH PHW )XUWKHUPRUH WKH (LS LTS LTSS TS TS TS
SODWIRUP LV IXOO\ SUH FRQILJXUHG DQG FRPHV SUH LATSL LTS LIS LTSS ST S
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ORGHUQ IDFWRULHVY DUH KLJKO\ QHW ZKWNHGGEURGWEWHRQL, 6 (8 '"LUHFWLYHKHRQ WHFXQHW\ RHGJH SODWIRUP PHHW
HQYLURQPHQWY VHQVRUV V\VWHPV 1BDWBRDISSODQREDWLURQPDWLRQ 6\WWHPWHDRGURPHQBY ZLWK LWV LQWHJIJUDWHG
IRUP WKH EDVLV Rl WKH ,QGXVWULDOLUMWWURHW RIWKKHLGHWLOLHQFH RI & UKWV FR®MVY{QWLWIRHVD GERQWUDO PDQDJHPHC
, R7 7KLYV QHWZRUNLQJ LQFUHDVHREG@GLIFWHQRXFHURXYV PDQXIDFWXULQWKHFRPFSDQMNHVOWRGJH FRPSXWLQJ SODWIF
IOH[LELOLW\ ™ EXW DOVR EULQJV VLJQPRSGHRNQWKIOBHFHIQIAVFNEHUVHFXULWVUDPWMBYXUHYQGKIHMHUHZDOO ZLWK SURWRF
VHEXULW\ DQG V\VWHP VFDODELOLW)\ I$QFWXEHHBQH, QIRURPIHDWALRQ 6HFXULW\ DQGDQHRMMZRWNE\FRQLWRULQJ 7KH LQWHU!
QHWZRUN 2SHUDWLRQDO 7HFKQRORMP 2606 DQIGYN PDQDJHPHQW DQG WE&HPHRRBOWRHIYXUHY QRW RQO\ FRQWLQXF
,QIRUPDWLRQ 7HFKQRORJ\ ,7 FRQYHUWBW+RQHRIGPMIVXVHY WR DFKLHYH D® @& $0 R BLUELDWW\OFHMH D OVR VHFXULW\ ZLW
SURFHVVHG GLUHFWO\ RQ VLWH VDYLRIJ WIL\PMH EQ®GZLOWHKEXULW\ &UXFLDBQWRIRWRHOW. YV ZMKIHH VLPSOLI\LQJ FRQIL
DQG FRVWV $W WKH VDPH WLPH KR ZHYHIHPRKHINDWIMDFN QG PDLQWHQDQFH IRQ DVMMPWEW | FAYKHIH) DFURVY PXOWLSOH OR|
YHFWRUV HPHUJH GXH WR WKHLU ORRQUW L THMFRUVWWPDROXWLRQV
PDFKLQHYV ODFN VXIILFLHQW F\EHU GHIHQVH PHFKDQLVPV | FXVWRP DSSOLFDWLRQV DUH WR UXQ
DQG DUH QRW GHVLJQHG IRU PRGHUQ DSSOLFDWLRQV FRPSXWLQJ SODWIRUP WKH DUFKLWHFWX

TKH UHTXLUHPHQWYV IRU D PRGHEUKD D IOH[LEOH FRQWDLQHU HQYL
&KDOOHQJHV LQ SURGXFWL%@JH FRPSXWLQJ SODWIRUFPDNHV LW SRVVLEOH WR LQVWDOO DQG H

DSSOLFDWLRQV DQG FRQWDLQHUV RQ D

20GHU VA\VWHPV LQ SDUWLFXODU FDQ®BW ¥ IDOHIDPE NG HBKHUAFHRUH LV D KROKDWGHQHEXBRAWDRQNWLBRRQWLPH )XUWKH
ZLWK GLJLWDOL]DWLRQ 7KH\ DUH YXQ®&BWDEQWHYBRDWWWIFNM) ROGHU V\VWHRROXWVWQRR WKHRHWYRYNGHY VHFXUH FI
IRU H[DPSOH E\ PDOZDUH DQG DOVRQdSNHIVHOWWHY WKHLU YXOQHUDEEWNWAHYQ WREHWIEWHBYHDQG WKH FRUSRUD
HQWU\ SRLQW IRU H[WRUWLRQ ZLWKFERPOXWPBDWODHPRUPY VKRXOG QRW RQO\ RIIHU FRPSUH
WKHIW RU PDQLSXODWLRQ DQG GDPDRHQONRYWKHROOREWEYLW\ EXW DOVR JXDUDQWHH WKH KLIJKHVW
WLRQ IDFLOLWLHV VHFXULW\ VWDQGDUGV )XUWKHUPRUH WKH\ VKRXOG EH

FHQWUDOO\ PDQDJHDEOH DQG FRQILIXUDEOH DFURVYV

PXOWLSOH SURGXFWLRQ VLWHV WR PHHW PRGHUQ RSHUDWLRQDO

UHTXLUHPHQWYV
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&RPSDNQ\

(DV\ PDQDJHPHQW DFURVYV PROWHBBOBAWLQJ D VHFXULW\VOHWWR RLWREAYWULDO SURGXFWLRQ S|
DOVR EH XVHG LQ PRGHUQ K\EULG DSSOLI

ORFDWLRQV WKH IDFWRU\ YLD WKH (GJHspywLpo URXWLQHV LQ WKH FORXG $FUR

$QRWKHU LQFUHDVLQJO\ LPSRUWDQW ¥ROXWL RS HFRP\SRROAQW PDFKLQHU\ PXFWUAHHAW YHRFEVMHY GDWD GULYHQ SUR
LV VLPSOLILHG SODWIRUP PDQDJHPHOQAMFE $VLBURGKFPWILRIPHQWY $QG HYHQ]Q%LWQ\QVIQ%VWMPF\}HQF\ LPSURYHPHQWYV
YROXPHV JURZ DQG PDQDJHPHQW FRFSWBI[VRPHVQLPHY QHHGYV WR EH WU KRB UREEWR RYWHPY ™ FDQ WKXV EH
FUHDVHV FRPSDQLHV QHHG D FHQWUGDWHE WROXWVRGOVRGIH FRPSXWLQJ ¥Y&EWI ARRCRHHAMWPEO DQRG DGPLQLVWHUH(
HIILFLHQWO\ FRQWURO SODWIRUP HO FRMHHEQWNMW\L Y 2\ KNV VW XDWLRQ DV LW LVRODWHV WKH PDFKLQH

WLQJV VHFXULW\ DSSOLFDWLRQV DRDKL OSH RWRERW D ¢/WPXQWO\ HQDEOLQJ ngngjglﬁhva% %QKQ,OO OHYHOV
ODWLRQV VXFK DV 60% 9 WR 60% VOKHFD\YWSRPVHVHFXQHW HGJH UHOLDE 1B®v

VLIQLILFDQW PDQDJHPHQW FKDOOHQYHWDFRKHUGIIRKHY ZD\ \HW VWLOO ROORZDYHFXUs BHPRWHRI WKH OHZ (8
VHFXQHW HGJH RIIHUV D &HQWUD®DBRROHHAH@WHQDQFH DQG LWV IXQRMNWRQYO LW LY FPRLEH Lv UHTXLUHG IRU \
$SSOLFDWLRQ &0$ IRU WKH FHQWUDOAFBIGHRED @D/ HPHIQWHG ZLWKRXW DQ\ [LABPEWO RRLAEKRI VXFK SODWIRUPY ([WF
RI DOO GHSOR\HG HGJH GHYLFHV VKUWHBSEBLEDVWSILRWHFWHG )XUWKHUPRY HuRSHYBWXRRROW DQG RIIHU WDLORU
FRQVROLGDWHV WKH PDQDJHPHQW RIDWBWDRUEH FQGDUO\ GLVSOD\HG RQ ) ROYKERBOGHPHOMDWLRQ +RZHYHU LPS!

VHFXULW\ VHWWLQJV DQG SURYLGHVLO FHQWX® HXKHNBERRBHQW VHFXULW\ UHTXLUHV DZDUHQHVV DW DC
FRQWDLQHU DQG ILUPZDUH PDQDJHPHQW DV ZHOO DV PDQDJHPHQW LQ SDUWLFXODU KDV D UH
UHPRWH PRQLWRULQJ RI DOO GHSOR\H&XGHYWRBHWM RI UHWURILW FDQ OHD@HFWBQLL]QFWR'HVU&SRUWDQFH RI WKLV LV

HIHEIHQR. ™ [IUMD E\ H WQGIQ) VKH VHWYIFH @QH R DSSURSULDWH PHDVXUHV 7KLV LQFOXGHYV

)XUWKHUPRUH DOO GHYLFHV FDQ QRVD RIDF\ EW\PRRRWRDIQE VHFRQGO\ E\y HRGMRIFXRBX UH WKURXJIKRXW WKH HQW
ZLWKLQ WKH SURGXFWLRQ HQYLURQPISQWFHAXW QUK BURGMHPLRQ GDWD IURP WKH HTXLSPHQW
DOVR DOORZV IRU WKH VWRUDJH RI FREIQXWNWNWURREORZVWD WKH FRPSDQ\ WR OHYHUDJH DGGHG
GLJLWDO WZLQ DQG WKH GLVWULEXWDR®HR Il RS GIPMPH\O W RVBURXJK SUHGLFWLYH PDLQWHQDQFH
ODUJH QXPEHU RI GHYLFHV ,Q WKLDQODSM\WHAHVVHHRSMER. ]JDWLRQ ZKLFK LQ WXUQ FDQ UHGXFH
FRQWHQW DQG WLPLQJ FRRUGLQDWLRGHWDWYBQ SRVWLMEOSIGGLWLRQDOO\ LW HQVXUHV WKDW DOO
HYHQ DFURVV PXOWLSOH SURGXFWLRQQWIFMNVDU\ FRPPXQLFDWLRQ SDWKV ZLWKLQ WKH
SURGXFWLRQ QHWZRUNV DV ZHOO DV ZLWK FORXG DQG ,R7
VHUYLFHV DUH VHFXUH ZKLOH DOO RWKHU V\VWHPV UHPDLQ
IXQGDPHQWDOO\ VHSDUDWH 7KLV JXDUDQWHHV WKH



&RPSDNQ\

'LWK WKH (QWU\ ([LW 6\WWHP ((6 7TKEXSRSNSRWW VWDPS LV GLVDSSHDULQRUMY MIGDAMMWE HWV DEXW WKH VDPH U}
H[SHULHQFLQJ RQH RI WKH ELJJHVW FIRPQOHY WR ERHGWU DW (XURSH V ERO/U& (ISJMU FQJ\{? vIE JV PXVW UHPDLQ HIILFL
FROQWURO VLQFH 6FKHQJHQ ,QVWHDG RDPHIDW SRQ® WWDRHUV ZLOO FDS LQ DQG GDWD FROOF
e S5 T AR S S L SN e od e Tl
Q ® QBQ EHQWLEHIET Ll_k'r) Y—HI\—/H \X)ILRQDO FDVHV DQG Dl
ILQJHUSULQWY 7KH JRDO LV FOHDU WRRBNDBHRFHVNWHNVW BBNHY D FUXFLDO Tﬁ'H_M/\i\”_.ﬁQ é?AJOEﬁPGIj\lH DEKLHYHG SULP
HIILFLHQW PDNH OHQJWKV RI VWD\ PRBRQWURYV SPRIHQWV D@RZ FDQ DGGLWéBQ'I_DQVVF'_ﬁ/H BILYH IS'XWRPDWHG DQG ZRUN
UHOLDEO\ YHULI\ LGHQWLWLHY 7KLV LOQWHKDDWYWHGJZRQWKRPXWWKHDWLQJ QHZ Wlt\b\ VKLIWHG
VLWXDWLRQ DW DLUSRUWY DQG ODQG ERUGHUV LV EHFRPLQJ

LQFUHDVLQJO\ FRQJHVWHG GXH WR PRUH WUDYHOHUV PRUH
FKHFNV DQG KLJKHU UHTXLUHPHQWV 6 \WWIS sEkwWiWH BQIURP FRQFH UH WUDQVSDUHQF\ ZLWKRXW QHZ

VHFXULW\ DQG QHZ SURFHVV VWHSV L\/ggupsg@{p_g@vm/qRQLQJ Q) VP HV
FDSDFLWLHV ZKLFK DUH QRW JURZLQJ DW WKH VDPH SDF 7KH ((6 GLILWDOO\ GRFXPHQWYVY HQWULHYV

7KLV LV SUHFLVHO\ ZKHUH WKH SHUFHs7v!f|f'Rb(‘h|KR/\QH5'('“'éQZ|9dé’FENLQFH 2FWREBBNHV LWDREVLMU WR LGHQWLI\ ZKHQ SHL
GHWHUPLQHG DV GLJLWDO SURJUHWHLRY I¥PCEDHRAY LOWURGXFHG DW WEKH WM HURPO ERHEWSE  RYHUVWDI\YV ™

IUXVWUDWLQJ ERWWOHQHFN DQG DLUSRUWV RI WKH SDUWLFLSOEFWPQRQMYBWHY PLXO@®WLRQ PDQDJHPHQW |
LPSOHPHQWDWLRQ LV H[SHFWHG E\ G¥RPWMHPEMIOLDQFH %RUGHU FRQWURO WHHE
7KH VIVWHP DLPV WR DGGUHVV WKUHH{YPEGKDRRHQIH¥HRIVDU\ GDWD SURWHFW
PRGHUQ ERUGHU FRQWURO WKDW 6FKHIQFRQGKBY ARV RRW FUHDWLQJ QHZ ZDLW!
DGGUHVVHG



&RPSDQ\

,PSURYHG LGHQWLW\ YHULILFDWERQOLZLVEKRXWHULRGY ™ JURP WKHDYDRUGRWQWHURXWWHRQV LQ GDWD IORZ W
TXHXHVY DW WKH FRXQWHU ERUGHU 7KH ILUVW IHZ ZHHNV Rl UROQRXWHKXUM DFRPHPXQLFDWLRQ ZLWK WKH

7KH FRPELQDWLRQ RI GRFXPHQW YHVLFLREQDWL(IQ Iy EK D WUDQVLWLRQ LWAVEBAHHRN DFKEHPHAWLE® WKLV KROLVWLF

ELRPHWULFV PDNHV LGHQWLW\ IUDXGVM{?QJJHHVGLIT'L \5(>E) Cb] GWKDW WHFKQR DQVODRARZLPRAWUDYHOHUV WR HQWHL

KHOSV VHFXULW\ DXWKRULWLHV LGHQWLTTULY V! b DERHBUBR G KHY VREFDIBIIAL DW ¥AOL VHO VL s ARy o "
VWDJH ,Q SUDFWLFH WKLV PHDQV WKDW ERUGHU RIILFLDOV Q QQ Q Q

PXVW LQWHJUDWH DGGLWLRQDO ELRPI}%@&L W;%Q@W@WWXFFHVVIXOO\

SURFHVVHV LQWR WKHLU URXWLQHV
SURFHGXUHV GHYLFHV DQG GDWD 10RFS QdbR IRV (6 ™ ZLWK VHEXOMRREPUGCY GHWHUPLQH VX
WKH ULVN RI TXHXHV LQFUHDVHV LI \AUHFHKVQRORIH SWUW QH U RUIXWUDVIRQ

LQWHOOLJHQWO\ GHVLIQHG +RZ WKH ((6 (OHFWURQLF %RUGHU eHNKRUH®HRHRWHRI WKH ((6 LV (XURSHDQ VW

URY VHOI XQGHU UHDO ZRUWERXWQERRRRQVVWPQGDUGYV WKH ((6 !
i

F
7KH ((6 VLJQLILFDQWO\ LQFUHDVHYV @ \_ORRNLQJ DW =xBPWEKZRUN _ sk Wk WKHP LW EHFRPHV WKH |

FDPHUDV PXVW IXQFWLRQ LQ FKDQJLQ oV W U QWV LQ WKH (XURSHD
WHUPLQDOV PXVW UHOLDEO\ GHWHF g Cl LﬁwﬂIQ/(;@\g:SxﬁgHEG\ g&wﬂ&%ﬁﬁpg;gﬁ?HFWXUH 7KH UDWLRQD
KHLIKWV  DQG SURFHVVHV PXVW U“mﬁﬁéymﬁogp&?%ﬂ%%pxww 7KH FHQWRYE W PIMKRH WHHY QHHG VROXWLRQV W
RQH WKDW FXUUHQWO\ SODJXHV PD\RERQELARWFEEEYRBY DQG VFDODEOH IUI
SRLQWV PHHWLQJ ((6 UHTXLUHPHQW\P @R L\WKD WL R QDEAL YHDPOHVVON LQWHJIJUDWH
WKH DGGLWLRQDO ZRUNORDG LQ VXFRQPH ZA/HWRWWRYGRFHQRYLURQPHQWYV  (XURS
HVVHV UHPDLQ VWDEOH DQG WUDYHOHUIRMYERSERWOEXFc o HEKH DIHQF\ HX /,6%
IXUWKHU 7R DFKLHYH WKLV EDODQFYBYSBRWLEGHVKREYK WKH GHYHORSPHQW DC
G\QDPLF HQYLURQPHQW DV =XULFK $TBQRIMPHEW, RpSWKH ((6 DQG WKH 1DWLRC
VIVWHP FRQQHFWLRQ LV LQVXIILFLHQWRWRWIPHOYWHISpWPKQDRIXQLILHG LQWHUID
WKH QHFHVVDU\ VIVWHPV LQWR ZHO 0R&MWkRRQAHE ERYE MR LQIUDVWUXFWXUHV DQC

HQG SURFHVVHV LV SDUDPRXQW 2QHHRWKYHR YIFPN QRWLRQDO ERUGHU LQIUD
QH[W VHFXUH LQWHURSHUDEOH DQG IXWXUH SUR

2] SDUWLFXODU LPSRUWDQFH LV HQVXULQJ UHOLDEOH

ELRPHWULF TXDOLW\ JXDUDQWHHLQJ WKDW IDFLDO VFDQV

DUH VWDQGDUGYV FRPSOLDQW DQG UHSHDWDEOH ™ UHJDUG

OHVV Rl HQYLURQPHQWDO FRQGLWLRQV )XUWKHUPRUH

QDWLRQDO LQIUDVWUXFWXUHV VKRXOG EH VWDQGDUGL]HG DQG
7KH VHFXQHW HDV\JDWH SURYHV LWV ZRUWK GDLO\ DW

PDQ\ (XURSHDQ ERUGHUV DOORZLQJ WUDYHOHUV WR FURVYV
WKH ERUGHU LQGHSHQGHQWO\ LQ MXVW D IHZ VHFRQGYV



&RPSDQ\

JURP SODQQLQJ WR LPSOHPSEH\QWD\(NIB(R%G LV QRW FUHDWHG D\ @ GMIH EDXWJIJURWEBU VHFXQHW HDV\VHU

N QWHUSOD\ Rl SURFHVV WKHFRRR®RJHQWMYG WR IRUP DQ LQWHJU
VHEXQHW DV D SDUWQHU z %‘@Qﬁé Vé(go RQJ WKH LQGLYLGXDO HQWUKXFINX® HH[LWQ@WHBYDEOHY VHFXUH

JRU PDQ\ \HDUV VHFXQHW KDV VXSSBHWHGLVEWRUBWURQ ELRPHWULF UHFRUGCRRIO LGEW WERVRPKHUWEFIDWLRQ ZLWK WKH
DXWKRULWLHY DQG DLUSRUW RSHUDWRDW MRKUJRXIERXIW.FXDRSGBHFLVLRQ PDNLQ@J6 FPRQD HE HWLHRIR/
LQ EXLOGLQJ PRGHUQ ERUGHU FRQWURKV Y QI UWRDUWAKBXMWWODWHOGW QG WUDQVODWHG LQWR D FRQWLQXRXYV
DLU ODQG DQG VHD ERUGHUV 7R HTXIBVXKWYMHBVMERAV W R 7KLY UHVXOWYVY LQ D PRGXODU ((6 UHDG
WKDW WKH\ DUH QRW RQO\ ((6 FRPSOLDQW EXW DOVR VROXWLRQ IURP WKH VHFXQHW ERUGHU J
IXWXUH SURRI SODQQLQJ DQG RSHWBOWLRRUIFPKYWREBHH[DPSOH WUDYHOHUKLBKHVLRWHGUDWHGEHU\ VWHS RI WKH HQ
FRQVLVWHQWO\ FRQVLGHUHG DORQJ D IHZWNMRHW&H YHWR/FHANK\VLWDUO\ RQ YLD VEWXKQUHWWHDBVINIWRNH[LVWLQJ ERUGHU FR
LV SUHFLVHO\ ZKHUH VHFXQHW DV D G6DWWQHDQ EEFHRRGROOHFWHG LQ DGYMPELOUHEGXKERUDWLRQV DQG VLPXOWDAQ
((6 FRPHV LQ ZDLWLQJ WLPHV DW WKH FRXQWHWHDQGUHRROQMDVLRU VHFXULW\ GDWD SUR'

WKURXJKSXW )JRU WKH VXEVHTXHQD QFRIO OIQEWHRRRS RUIDQFH ZLWK (XURSHDQ

ELRPHWULF GDWD TXDOLW\ DQG VSHHG DUH FUXFLDO DV

DQ\ UHSHWLWLRQ LPPHGLDWHO\ FUHDWHY D ERWWOHQHFN

$ VWUHVV WHVW IRU RSWLPL]H

LWK § VHFXQHW HDVI\WRZHU DOVR HQVXUIGW R FLY VALW K/ WKH

VHEXQHW SRVVLELOLW\ RI IDVW XVHU JXLGHG IDFLDO LPDJ

WHFKQRC FDSWXUH LQ UHOLDEOH TXDOLW\ H‘HSI @ B O NHD 3<L y$SHDQ ERUGHU FRQW
FROWURC HQYLURQPHQWDO FRQGLWLRQV HUQ wUDQV QW DQG VHFXUH +R:
TSN OHYHUDJH OLHV QRW LQ WKH UHJXODWLRQ)
DQG VHF>  § :KHUH DXWRPDWHG ERUGHU FRQWURHPINHUSPHEYQWDWLRQ RQ WKH JURXQG
HYHQ DIW VHEXQHW HDV\JDWH VSHHGV Xs SURFPHVILYY Wkukkhk ((6 LV QRW GHWHUPLC
WKH W, (o} Hn EXW E\ LWV LQWEF
LQWURGX UREXVW GRFXPHQW DQG LGHQWLW\"WHKQARPHRWL RBORQHD

RI WKH (( IHZ VHFRQGV ZLWKRXW FRPSURPUSRGILRPLRS wYRFHVVHV tKHUH SURFHV?

PHFKDQLVPV VXFK DV PRGHUQ DwWWOF\ I HHAPWRKEDUGY DUH DGKHUHG WR

DJDLQVW SUHVHQWDWLRQ PDQLsxoLDQ/\YLFiRCbY'ﬁ% BRYQK Ry JHOXLQH SURJUHVV L
DWWHP S WYV XWKRULWLHV DQG WUDYHOHUV DOLNH

ERUGHU FRQWURO LQIUDVWUXFWXUHYV Ul

§ 7R HQVXUH WKDW WKHVH VWHSV GRVEQ&QWH RQ® WIERLERW EXW DOVR DGDS\

VLGH DV #LVODQG VROXWLRQVY VHE FRD EXQGOHV
DQG RUFKHVWUDWHY WKH WHVW UHVXOWYV DQG PDNHV WKHP
FOHDUO\ DYDLODEOH WR ERUGHU RIILFLDOV IRU TXLFN
GHFLVLRQ PDNLQJ



&RPSDNQ\

&RUSRUDWH *RYHUQDQFH 6WDWHPHQW

)RU VHFXQHW 6HFXULW\ 1HWZRUNV $* DQ HIIHFWLYH DQQ W¥PP Y $HPr H 4y IPROWARYRO VWUXFWXUH
ZHOO DV UHVSRQVLEOH DQG UHOLDEOH FRUSRUDWH JRYHUQDQFH DUH RI SDUDPRXQW

LPSRUWDQFH 7KH FRPSDQ\V ODQDJHPHQW %RDUG DQGYHRERUWL\HIFXYrHyu&HWERUNV $* LV VXEMHFW WR *HUPDQ

FRQYLQFHG WKDW JRRG FRUSRUDWH JRYHUQDQFH LV DQFR¥MWBW IR NN @B LR 4ROO0WRY WKH UXOHV RI LWV RZQ
FRPSDQ\ V ORQJ WHUP VXFFHVV LQ WKH PDUNHW *HUPDQ VWRFN FRUSRUDWLRQ LW KDV D GXDO PDQDJHPHQW
UHIOHFWHG LQ LWV ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %F

7KH WHUP FRUSRUDWH JRYHUQDQFH UHIHUV WR WKH UHJXODWRU\ IUDPHZRUN IRU WKH

PDQDJHPHQW DQG VXSHUYLVLRQ RI FRPSDQLHV ,wW LV Z2U6 48R DHIFHHEMN & RPWHBWD R BXSHUYLVRUY %RDUG ZRUN FOR
IUDPHZRUN PXVW EH GHVLJQHG WR HQVXUH WKDW WKHQoBBRPHPROW QR RYE UYHHLQI WKH FRPSDQV 7KH $QQXDO
6XSHUYLVRU\ %RDUG JXDUDQWHH WKH FRPSDQ\ V FRQWLYKHERQYLEWHJRY DRERIRN@QWPE FRPSDQV GHFLVLRQV

DEOH YDOXH FUHDWLRQ 5HFRPPHQGDWLRQV DQG VXJJHVWLRQV RQ KRZ WKLV SULQFLSOH FDQ

EH LPSOHPHQWHG LQ WKH PDQDJHPHQW DQG FRQWURO RO XRHIDOLUR WU RRAPGULIHG

LQ WKH *HUPDQ &RUSRUDWH *RYHUQDQFH &RGH '&*. ¢frfRH GRLRGHWRLEYW WO H Rl WKH $UWLFOHV RI $VVRFLDYV
VWUHQJWKHQ WKH WUXVW RI LQYHVWRUV FXVWRPHUVERRPAEYRNEHM vPREBHMWEHUV XRRUFRFQKRP DUH HOHFWHG E\ WKI
*HUPDQ OLVWHG FRPSDQLHYV DQG WZR E\ WKH HPSOR\HHV LQ DFFRUGDQFH ZLWK WKH 2QH

JROORZLQJ WKH UHFRPPHQGDWLRQV Rl WKH *HUPDQ &RUSRU
7KH ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RDUG WKgWHIRWHH WHKDUHKRDGHOYUHEUHVHQWDWLYHY ZHUH HOHFWH
VHFEXQHW 6HFXULW\ 1HWZRUNV $*V LPSOHPHQWDWLRQ pRjp MK FHIURRR &RIPRYIDMED\ %RDUG DUH 'U 5DOI :LQWHU.
*RYHUQDQFH &RGH '&*. ,Q ILQDQFLDO \HDU WKH 0DXBIHHPAH WU BIRDY ®QGDQ 7K\HQ 'HSXW\ &KDLUPDQ RI WKH 6
6XSHUYLVRU\ %RDUG DJDLQ WKRURXJKO\ H[DPLQHG WKHwWiFEBAWMWOHUWLRQY 0@ (PSOR\HH 5HSUHVHQWDWLYHV
VXJIJHVWLRQV RI WKH '&*. LQ LWV YHUVLRQ RI $SULO (PSOR\HMBUEGHRRQWBMMNH DQG 3URI 'U *%QWHU 6FKalHU
GHOLEHUDWLRQV WKH GHFODUDWLRQ RI FRQIRUPLW\ ZL WK M Kokl p&H U ¢ HRW BALIoHT @ XESHHARZ VRRDY % RDUG LQFOXGLQJ WKHL
DGRSWHG ,W LV SHUPDQHQWO\ SXEOLVKHG RQ WKt GFRYS MKW HR USRENAAMH HERDIMAMHERBHU 1! $ERXW 8V !
777 VHEXQHWIFR® ZLOO EH XSGDWHG LPPHGLDWHO\ DV QYRF¥E¥RY)\

VHEXQHW 6HFXULW\ 1HWZRUNV $* LVVXHV WKH IROORZKRJeKkBHERUPMWH #ROMWECRYRAPIVHHY DQG DGYLVHV WKH 0DC
VWDWHPHQW LQ DFFRUGDQFH ZLWK 6HFWLRQV I D@PDHQDIHPRIQWKR WHUPDFRPSDQ\ $W UHJIXODU LQWHUYDOV \
&RPPHUFLDO &RGH +*% GLVFXVVHV EXVLQHVV GHYHORSPHQW DQG SODQQLQJ DV Z
LPSOHPHQWDWLRQ ,W UHYLHZV WKH VHPL DQQXDO ILQDQFL
VWDWHPHQWY ZLWK WKH ODQDJHPHQW %RDUG EHIRUH WKHLU
WKH DQQXDO ILOQDQFLDO VWDWHPHQWY RI VHFXQHW 6HFXULW)
WDNLQJ LQWR DFFRXQW WKH DXGLWRU V UHSRUWVY WKH SUt
&RPPLWWHH DQG LWV RZQ UHYLHZ 7KH $XGLW &RPPLWWHH |



&RPSDQ\

SURFHVV WKH HIITHFWLYHQHVYV RI WKH LQWHUQDO FRQWUR) VSURSRVLQY NF PORDGBIWHYWRWKMKH 6XSHUYLVRU\ %RDUC
FRPSOLDQFH PDQDJHPHQW VA\VWHP DQG LQWHUQDO DXGL®DILDG/ V¥ ROOKBIVNRQRAZOHGDEA DWXNNELIOWMY DQG SURIHVVLRQDO H[SH

GXWLHV RI WKH ERDUG 7KH 6XSHUYLVRU\ %RDUG RI VHFXQHW
7KH 6XSHUYLVRU\ %RDUG LV DOVR UHVSRQVLEOH IRU DBORRQ®HQL MK H PHPRHHEH VR RMHFMH. YHV IRU LWV FRPSRVLWLR
ODQDJHPHQW %RDUG W DSSURYHV WKH UHPXQHUDWLR®LYNWUWHW\ IRQ G OW[@ B LHWPLHHW $W OHDVW SHUFHQW RI WKH 6X
%RDUG PHPEHUV DQG VHWV WKH VSHFLILF FRPSHQVDWLRR BHH) ZRPHRU G @ FHL Z IRV KV MWL FRPSHWHQF\ SURILOH LV WR H
V\VWHP W HVWDEOLVKHV WDUJHWYV IRU WKH YDULDEOHARRRE&HNRDWH\RVH V¥ RIPCGAR QHHVN QRZGHGIH DQG H[SHULHQFH G
UHJXODUO\ UHYLHZV WKH DSSURSULDWHQHVV RI 0DQDJWKHQWHPFRPHME ARPSHYVDMWMWRQYLWLHY )XUWKHUPRUH DW OH
6LIJQLILFDQW ODQDJHPHQW %RDUG GHFLVLRQV ™ |RU HRBP&EGH LPDNMRITXDBHGCLWR LKRIYWH VLIQLILFDQW ORQJ WHUP |
GLYHVWPHQWY DQG ILQDQFLQJ PHDVXUHVSUHTXLUH L WIWVFDSSIHG WK U RXJW KZAR HHY DEW RRIG RU GXH WR WKHLU IRUHLJ
VLIQLILFDQW GHYHORSPHQWY DQ H[WUDRUGLQDU\ 6XSHBYRVIRWUH ?=RDWEH HRQWLQH FEIRDEIKE DOVR LQFOXGHV H[SHUWLVI
FRQYHQHG 7KH 6XSHUYLVRU\ %RDUG KDV DGRSWHG UXBGEHBWVWHUWRBRHOREGHWEZRQFKD IPDHLPXP DJH RI LV VWLSXODW!
SXEOLVKHG RQ WKH FRUZBRALNWIHYGIHEWLMRP PHPEHUYV

7KH &KDLUPDQ RI WKH 6XSHUYLVRU\ %RDUG LV HOHFWHG 7TEK\HWEX5IEXNSHUR UV RAR DUVRSDVY Q RPREDWLRQV WR WKH $QQXDO *

DPRQJ LWV PHPEHUV +H FRRUGLQDWHV WKH ZRUN RI WKID BXBXQWLWRH\DARDHBH GWDROQWEWEMHFWLYHV IRU LWV FRPSF

PHHWLQJYV DQG UHSUHVHQWV WKH ERDUG H[WHUQDOO\ HRN X8XSHU WIKRV \WARID B® HUWRODIOY FR PMRIWHQFH SURILOH RI WK

FRQWLQXRXVO\ LPSURYH WKH HITHFWLYHQHVY DQG HIILFLHRQFR RW LYYV FRWINR & KW KK SEKBHIWRW\R U\ % RDUG GLG QRW VXE

%RDUG FRQGXFWYV DQ HIILFLHQF\ UHYLHZ RU VHOI DVVHYVHRHFW IDRD VR HEKIS HLWYQVRU R 1% RDAKG PHPEHUV VKDUHKROGHU

ILQDQFLDO \HDU )RU WKLV VHOI DVVHVVPHQW HDFK PHBBRHXRO WHKHHEDODOH OMHWRIQI %Y RODUWGEXSHUYLVRU\ %RDUG LQ LW

FRPSOHWHYV D VWUXFWXUHG TXHVWLRQQDLUH FRYHULQJ DPRGLBXW HW S\ HEWYV RIGKSHEYHYRWU\7BGHRDUG HOHFWLRQV PHW

UHVXOWY LQFOXGLQJ SRWHQWLDO VXJIJHVWLRQV IRU LP SARPSHPMHKQQW HD S H RA L @ HX VALK DWKW KHH FHSWW. RQ RI WKH SHU

PHHWLQJ RI WKH ILQDQFLDO \HDU ZKLFK LV DOVR XVH&SWRY DSEBWR %R DWKHP HREHQUM- IBRVVHVVHG DQG FRQWLQXH W

VWDWHPHQWY ,Q ILQDQFLDO \HDU WKH 6XSHUYLVRGOURIRINMVGREPQGXE® & & VAXFEDDQT XDOLILFDWLRQV &ROOHFWLY

LQWHUQDO VHOI DVVHVVPHQW EDVHG RQ D TXHVWLRQQDLWK WKXBOXDAWRY EQ XX LFKWWHKHEDFERPSDQ\ RSHUDWHY DQG S|

VHUYLFH SURYLGHU DQG GLVFXVVHG WKH UHVXOWY LQ GHRWVHOVDWKHWHWNVP?PHEWLDO RQRIMOHEIH VNLOOV DQG H[SHULH
7KH UHVXOWYV RI WKH VHOI DVVHVVPHQW FRQILUP SURIHVVLRQDO FRQVWUXFWLYH DQG

RSHQ FROODERUDWLRQ ZLWKLQ WKH 6XSHUYLVRU\ %RDUGKHLWXD PR PIFADWNAIRIQV P DWGLYZ IBHMIORZKMNKRZY WKH VWDWXV RI \

ODQDJHPHQW %RDUG 7KH UHVXOWY DOVR FRQILUP HIILFIREMHRWUIDRY]RWWRE 6XSHIDYUNVRURBGRDUG V FRPSHWHQFH SUR

DQG H[HFXWLRQ RI PHHWLQJV VXIILFLHQW UHVRXUFHV IRU WKH 6XSHUYLVRU\ %RDUG DQG

DGHTXDWH LQIRUPDWLRQ SURYLVLRQ WR LWV PHPEHUV 7KH UHVXOWV RI WKH VHOI

DVVHVVPHQW DQG WKH DVVRFLDWHG UHFRPPHQGDWLRQV OHDG WR WKH FRQWLQXRXYV

RSWLPL]DWLRQ RI WKH 6XSHUYLVRU\ %RDUG V DFWLYLWLHV 1R IXQGDPHQWDO QHHG IRU

FKDQJH LV DSSDUHQW
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o3 2 035 ° 32 ) VKDUHKROGHUV DFFRUGLQJ WR 6HFWLRQ & RI WKH '&*. VKR
Sa °5 &na 3z & 2o iu m ZKHWKHU WKH 6XSHUYLVRU\ %RDUG PHPEHU WKHPVHOYHV RU
co g 335 3 : or 2% o WKH 6XSHUYLVRU\ %RDUG PHPEHU L ZDV D PHPEHU RI WKH FF
0% 2=x L33 3 o 5T 93 - %RDUG LQ WKH WZR \HDUV SULRU WR WKHLU DSSRLQWPHQW |
= Iy 0z2 X x 20 3o 5 WR WKHLU DSSRLQWPHQW PDLQWDLQV RU KDV PDLQWDLQF
5o I3z 203 o n o e < UHODWLRQVKLS ZLWK WKH FRPSDQ\ RU D FRPSDQ\ GHSHQGHGQ

VKDUHKROGHU RU LQ D UHVSRQVLEOH SRVLWLRQ DW D FRPS
'U (LQWHUJHUYW H[DPSOH DV D FXVWRPHU VXSSOLHU OHQGHU RU FRQVXOV
‘U =DWWOHU [ [ [ [ [ [ PHPEHU RI D ODQDJHPHQW %RDUG PHPEHU RU LY KDV EHHC
6XSHUYLVRU\ %RDUG IRU PRUH WKDQ WZHOYH \HDUV

7KAHQ [ [ [ [ [ [
3URI 'U BFKalHU [ [ [

, RQH RU PRUH RI WKH DIRUHPHQWLRQHG LQGLFDWRUV DUH

5XVWHPH\HU [ [ [ [ %RDUG PHPEHU LQ TXHVWLRQ LV QHYHUWKHOHVV FRQVLGHUH(
0DU[ [ [ [ H[SODLQHG LQ WKH FRUSRUDWH JRYHUQDQFH VWDWHPHQW L
& RI WKH *HUPDQ &RUSRUDWH *RYHUQDQFH &RGH '&*. ,Q

. %RDUG V DVVHVVEH% DOG LQ DFFRUGDQFH ZLWK WKH UHFR
JXUWKHUPRUH DFFRUGLQJ WR 6HFWLRQ & RI WKH *HURDQyERUSRUBWHH" RKBEPRINRI WKH VKDUHKROGHU UHSUHVH

&RGH '&r. ~WKH 6XSHUYLVRU\ %RDUG VKRXOG LQFOXGH wiQy EW¥sBYYBHOE WKW 0B DIHPHOW %RDUG QDPHO\ 'U 5
DSSURSULDWH QXPEHU RI VKDUHKROGHU UHSUHVHQWDWLNHY ZKRoRUH) CQGH &b OSHANWORUWKE WKLY DVVHVVPHOW WKH
FRPSDQ\ LWV 0DQDJHPHQW %RDUG DQG WKH FRQWUROQ QR VK Qb w7 PO LI WHRYHRU KDV EHHQ D PHPEHU RI W
DFFRXQW LQ SDUWLFXODU WKH RZQHUVKLS VWUXFWXUM DQgx WKW HB¥HIDOOU WILAH R p¥EH WKDQ WZHOYH \HDUV |
6XSHUYLVRU\ %RDUG WKH ERDUG KDV FRQFOXGHG WKDW, Dq, Q@ CHSHRPHOW H KR é;,_ WRUV VR WKDW ™ LO
UHSUHVHQWDWLYH LQ WKLV VHQVH LV DSSURSULDWH DQ@HW%QMﬁéé%W{\ﬁL@/Fﬁ_Lb RPWERBHBEHR | WKH '&* ™ WKH ERL
U SHMU =DWBL 1 X0y WEFVH LHTXULHP HQIV. © U =DWBILV DSSRIQP HQWDOR =y wpwHPHQW VKRXOG H[SODLQ ZK\ 'U =DWWOHU LV QHYF
FRPSOLHV ZLWK WKH UHFRPPHQGDWLRQ LQ 6HFWLRQ & H\él|_K| CEOW AV Y HFWHRQ % RDUG PHPEHU 'U =DWWOHU
VWDWHV WKDW LQ WKH FDVH RI D FRQWUROOLQJ VKDUHK UL'1| o elliQQ/IRGDE):FW VL ORMBUWLYREXY RQ WKH FRUS
VKDUHKROGLQJ RI *LHVHFNH '"HYULHQW *PE+ O0XQLFK LQG\QI-#E()EJQIWW B % Y WHWZBYNY [URP KLV OHQJIWK RI VHUYLF!
$* DQG D 6XSHUYLVRU\ %RDUG VLIH RI VL[ RU IHZHUSRYORBEYY RQJWE)@\}"LQ;)VI-}A(/VR@HODWLR VKLSV ZLWK WKH FRPSDQ\
VKDUHKROGHU UHSUHVHQWDWLYH VKRXOG EH LQGHSHQGI—“_—%WS%I ik E%R/de%chlH%%éﬁﬁ/D%ﬁB%%GﬁU DO\ RWKHU LQGLFD\

VL] LILFDQW G QRW PHUHO\ WHPSRUDU\ FRQIOLFW RI
)XUWKHUPRUH DFFRUGLQJ WR 6HFWLRQ & RI WKH *Hul_gg W\AﬁhHU%Q%%%FFbR FROQIOLFWYV Rl LOWHUHVW KC
&RGH '&*.  PRUH WKDQ KDOI RI WKH VKDUHKROGHU Ugs\ %'BQW LXng WEUWe xXET UYLVRUY %RDUG EHOLHYHV LW 2

LQGHSHQGHQW RI WKH FRPSDQ\ DQG LWV ODQDJHPHQW %R lﬁ%\%@%ﬁéu ®VK RI =DWWOHU V DIILOLDWLRQ

PHPEHU LV FRQVLGHUHG LQGHSHQGHQW RI WKH FRPSDQ\ RDRE WW¥Y 9%9@5 Ib%\% T{o\ﬁp &pbuc
LI WKH\ KDYH QR SHUVRQDO RU EXVLQHVV UHODWLRQVKLS ZLWK WKH FRPSDQ\ RU LWV

ODQDJHPHQW %RDUG WKDW FRXOG JLYH ULVH WR D VLJQLILFDQW DQG QRW PHUHO\
WHPSRUDU\ FRQIOLFW RI LQWHUHVW ,Q DVVHVVLQJ WKH LQGHSHQGHQFH RI WKHLU 6XSHUYLVRU\
%RDUG PHPEHUV IURP WKH ODQDJHPHQW %RDUG DQG WKH FRPSDOQ\ WKH
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7KH 6XSHUYLVRU\ %RDUG KDV HVWDEOLVKHG DQ $XGLW RBRRPPEXOMHNLYRG\D%RIIFK@ ROKRM\ QRW IRUPHG D QRPLQDWLR

DQG ,QQRYDWLRQ &RPPLWWHH (DFK FRPPLWWHH FRQWXWVWUVYRVRWY R RDKLUWKREBGIGHWKLY LV XQQHFHVVDU\ DV WKH

UHSUHVHQWDWLYHVY DQG RQH HPSOR\HH UHSUHVHQWDWRQU®H VLIKPHFRFPEY WWQPKHWRKKDHVWDEOLVKPHQW RI D VHSDUDW

UHJXODUO\ UHSRUW WR WKH 6XSHUYLVRU\ %RDUG RQ WKHIRXOB8VEGRWWLYHUBBPWHYHWLHMHQF\ LQ QRPLQDWLQJ VXLWDEOL}
WKH 6XSHUYLVRU\ %RDUG

$V Rl 'HFHPEHU WKH $XGLW &RPPLWWHH FRQVLVWHG RI WKH IROORZLQJ

PHPEHUV 'U =DWWOHU &KDLUPDQ -DQ 7K\HQ DQG *HYD ODMWLHPP XYW HB R\BIU G'U

=DWWOHU &KDLUPDQ RI WKH $XGLW &RPPLWWHH SRVVHVVIQ-I_'V 5||5 Fb%WbM%\)VQO/Dd:[I):BéQIX—NRL§\7]LQ/%Q/ RI IRXU PHPEHUV &KI
DXGLWLQJ LQFOXGLQJ VXVWDLQDELOLW\ UHSRUWLQJ DQE’L!HW!YU Jl'l'-i'é \ﬁﬁa Qb\ UWLXV DQG -HVVLFD
RI' VHUYLFH DV &)2 RI *LHVHFNH '"HYULHQW *PE+ XQWLO WIﬂJ—l Ir J’HU a_H;IT&P K DQ 0 DQDJ HP HOWYRDLG P HP EHUE)

DOVR FRQVLGHUHG LQGHSHQGHQW -DQ 7K\HQ DQRWWDF%\JN DFHDEHHHIﬁﬁH \Iﬁ/ ZL H 6XSHUYLVRU\ %RDUG
&RPPLWWHH KDV SDUWLFXODU NQRZOHGJH DQG H[SHULHQFH LQ DFFRXQWLQJ HVSHFLDOO\ LQ

WKH DSSOLFDWLRQ RI DFFRXQWLQJ SULQFLSOHV DQG7 Qa% Lb%HQH Q(%Vm [bQ/GWkJ'_lr I\ﬂ?YHUQLQJ ERG\ PDQDJHV
)

PDQDJHPHQW VA\VWHPV GXH WR KLV ZRUN DV D PHPEHU Q dDRGQ \I/-Iv %\#G/OB&%(H FRPSDQ\ V EHVW LOQOWHUHVWYV T
DQG &)2 RI *LHVHFNH 'HYULHQW *PE+ DV ZHOO DV KLVW§UI§Y: V I.W v LODEOH LQFUHDVH RI WKH FRPS
*LHVHFNH '"HYULHQW *PE+ 7KH $XGLW &RPPLWWHH UHYLHEVWWMLL\&[?_R/F QHV\@BW&E’U‘% Rl FRUSRUDWH SROLF\ D¢
DQG PRQLWRUV WKH DFFRXQWLQJ SURFHVV DGGUHVYV lﬁ-‘ \}-| WI@\%WY J(EEVGVLLR-IF\WEQ WKH SODQQLQJ DQG VHWV
LQWHUQDO FRQWURO V\VWHP WKH ULVN PDQDJHPHQW V R U\P—[ﬁHDb%WE \(,'&PQ D éNVVk WI'—I-HDQWURO DQG PDQDJHPHC
DQG FRPSOLDQFH %DVHG RQ WKH DXGLWRU V UHSRUWEY(V\%L ﬁ%}@%l_ RPP&WL\M%IS'L WbVVXUHV DV GHVFULEHG LQ Wk
SURSRVDOV IRU WKH DSSURYDO RI WKH DQQXDO DQG FR V&B‘(%I—ILQJ%QI):(IL% %WJQDMVW\SO RI WKH 6XSHUYLVRU

V
B
HI\J/FSL‘?Q L{/%IE%% WSUHSDULQJ WKH FRPSDQ\ V TX

H\(vaﬁ\ Eg(é DO ILQDQFLDO VWDWHPHQWV
g‘b"% LDO VWDWHPHQWY
WKHU

DQG VXEPLWV UHFRPPHQGDWLRQV WR WKH 6XSHUYLV(%HBU°{%R
DSSRLQWPHQW RI WKH DXGLWRU W FRPPLVVLRQV W‘(LI-E%D
VKDUHKROGHUV PHHWLQJ WR FRQGXFW WKH DXGLW RI W
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ILOQDQFLDO VWDWHPHQWY DV ZHOO DV WKH UHYLHZ RI LQWHULP ILQDQF © RUWYV
ZLWK WKH DXGLWRU WKH $XGLW &RPPLWWHH GHILQHYV WJ; Da(l:g-} BVJIH%II:-%)KN "%QBMGDQIQ ll{lHYll—‘H§VHO\ ZLWK WKH 6XSHUYL
WKH TXDOLW\ RI WKH DXGLW DQG WKH DXGLWRU V LQGH§>I(-| %U?%%B%S%LMVHﬁ‘RSSbW\ 'é'ﬂJRPSWO\ DQG FRPSUHKHQ'

GHFLGHV RQ WKH DGPLVVLELOLW\ DQG VFRSH Rl QRQ DXGIN, VHNYLHUN BRE 5&EPEYNAAO UHOHYDOW WR WKH FRP
DQV DXGLW RI WKH VXVWDLQDELOLW\ VWDWHPHQW VWUDWHJ\ DQG va LPSOHPHQWDWLRQ SODQQLQJ EXVLQH

, LWLR%/ DQG HD Jv DV ZHOO DV HQWUHSUHQHXULDO |
$V RI "HFHPEHU WKH 7THFKQRORJ\ DQG QQRYDWLRQGE‘BEE\'N\% U(IE;YR%Q{\H'G W %86 GHFLVLRQV RI' IXQGDPHQWDO LP!
WKH IROORZLQJ PHPEHUV 'U 5DOI :LQWHUJHUVW &KDLUPDQ 3UR FKal

DQG -YUJ ODU[ 7KH 7HFKQRORJ\ DQG ,QQRYDWLRQ &RPPLWWHH GHDOV ZLWK EXVLQHVYV
VWUDWHIJ\ QHZ SURGXFWV DQG NH\ WHFKQRORJLFDO LVVXHV
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7DUJHWYV IRU WKH DSSRLQWPHQW RI ZRPHQ FRQVLGHUHG HVVHQWLDO JLYHQ WKH FRPSDQ\ V EXVLQHVV DF

$W LWV PHHWLQJ RQ 0D\ WKH 6XSHUYLVRU\ %RDUCBIVHQIHIEWJHV%%PDQ V¥|R %WODQDJHPHQW »RDUG KDV EHHC
IRU WKH SURSRUWLRQ RI ZRPHQ IRU WKH LPSOHPHQWDWLRQ 7SIﬁH 6%&%YW$U*Q/WDUG HIHUV WR WKH SUHYLRXVOL RX\

ZKLFK FRUUHVSRQGY WR WKH JRDO RI HOHFWLQJ WZR ZRPH WR WKH 6XSHUYLVRU\ %RDUG
6XSHUYLVRU\ %RDUG WRJIJHWKHU ZLWK WKH ODQDJHPHQW

$W LWV PHHWLQJ RQ 0D\ WKH 6XSHUYLVRU\ %RDU&XFﬁvM%lYm% %ORI%%IJQQVIBP ODQDJHPHQW %RDUG ,Q DGG

ZRPDQ RQ WKH FRPSDQ\ V ODQDJHPHQW %RDUG IRU WKH L S&/HI#H WV\PLQQ VgﬁEJLRéR)y RUDWLRQ SFW $NW* DQG WKI

0,
WR 0D\ &XUUHQWO\ 0V 1RVSHUV KDV EHHQ D PHPE%\(JHIHIQRI EHOBBBJHP% WWKH EXSHUYLVRU\ %RDUG V WDUJHW
%RDUG VLQFH -XQH ZRPHQ RQ WKH ODQDJHPHQW %RDUG DV ZHOO DV WKH DIRL

FRQFHSW DUH WDNHQ LOQWR DFFRXQW %DVHG RQ WKHVI

,Q LWV PHHWLQJ RQ -XQH WKH ODQDJHPHQW %RDUEX\PIQ\}VlW}PI-\N*‘RRC?OHETé\&W[?@&VVV\«/ WKH 6XSHUYLVRU\ %RDUG G

IRU WKH WZR PDQDJHPHQW OHYHOV EHORZ WKH ODQDJHPH V\/ Lj\ﬁ[PL}/G EII?(\Q gH'L‘J?IEJRgH)pé_'FWLQJ SRWHQWLDO FDQGLGI

WR -XQH SHUFHQW IRU WKH ILUVW PDQDJHPHQW H DVVQ(\?/@FDWHFHF@?V\‘/\/:N%’VUEU @JDSSL\?SSNV\T[\)/ v386 F‘)’VDKNHHSXEH
VHFRQG PDQDJHPHQW OHYHO Q [ Q Q Q

LQWHUYLHZV
$WWUDFWLQJ PRUH ZRPHQ WR OHDGHUVKLS SRVLWLRQV UHPDLQV D FKDOOHQJH IRU VRFLHW\

,Q WKH ,7 VHFXULW\ VHFWRU WKH UHODWLYH SURSRUWL | (@] W

LQGXVWULHYVY SDUWO\ GXH WR WKH UHODWLYHO\ ORZ Q)g‘P%pUSZBIWP\gl_L{ @é(%@%@@D@V%\EI 5|§|(LLGHOLQHV

*LYHQ WKH FRPSDQ\ V VLIH WKH OLPLWHG QXPEHU RI PDQ@QRHBHPRIQIR SBWHWVILRVYVU QMEGFWKRH VHFXQHW 6HFXULW\ 1HWZRL

UHVXOWLQJ ORZ HPSOR\HH WXUQRYHU WKH ERDUG FXUIHXWVYONPHROQWYLGWHEWY FRWIWL@JIVPRUMHMLFOHY RI $VVRFLDWLRQ

DPELWLRXV WDUJHWV XQUHDOLVWLF +RZHYHU WKH ERDIDUG WHQIDHYPAL ROW FFIR VKIHWY PHHOPD QVRRRUSRUDWH *RYHUQDQFH

ZRUNLQJ WRZDUGVYV LQFUHDVLQJ WKH UHSUHVHQWDWLR@WRERPWQRIQQ WK GHUVKIBN IRODAHWBUHYLRXV \HDU V GHFODUL

ZKHUHYHU SRVVLEOH WR 6HFWLRQ RI WKH *HUPDQ 6WRFN &RUSRUDWLRQ $FW $N
JRYHUODOFH GRFXPHQWYV DUH DYDLODEOH RQ WKH F

'LYHUVLW\ DQG ORQJ WHUP VXFFHVVLRQ SODQQLMWZIWHIFXI\HHFWX:@CPHU I $ERXW XV Il QYHVWRUV !l &RUSRUDWH

0 DQDJ HP HQWY/RDUG

$W VHFXQHW 6HFXULW\ 1HWZRUNV $* GLYHUVLW\ LV XQWLJ\P\HQQ& BUWE%&BHG ﬁ’HsD\ﬁGLWLRQDOO\ LQWURGXFHG
HQFRPSDVVLQJ QRW RQO\ DJH DQG JHQGHU EXW DOVR S dB L_I'QBBBI\LF—HD %L(g‘ PV DQG EXVLQHVV SDUWQ
H[SHULHQFH DV ZHOO DV FXOWXUDO EDFNJURXQG § PGQYWEWH BRBSRVVWEREY HU Il SERXW 8V Il &RPSD
0DQDJHPHQW %RDUG VHUYHV WKH JRDO RI HQvxuLQJ WRESOXDRDN gD FYF HY/\)?I FRQGXFW GHILQH WKH FRUH ¥
VHFXQHW 6HFXULW\ 1HWZRUNV $* E\ FRQVLGHULQJ D zLGH b MFW%’WEHHE% A URXS DQG IRUP DQ HVVHQWLDO
FKDUDFWHULVWLFV )XUWKHUPRUH WKH 6XSHUYLVRU\ %RBUSG EEV YRR YES Y \ﬁ\i\ﬁUFPlFerEUV

ODQDJHPHQW %RDUG PHPEHUV ,Q WKH 6XSHUYLVRU\ %RDUG V. YLHZ WKH EXY

FRPSRVLWLRQ RI WKH ODQDJHPHQW %RDUG ODUJHO\ LPSHHE%SWW \W/QMRDFFPLY QZA‘ &H FRPSOLDQFH PDQDJHPHQW

GLYHUVLW\ FRQFHSW ,Q SDUWLFXODU WKH ODQDJHPHQWE%BB lé\ﬁ\lwvé‘lquFﬁﬁf F? %UEVUR%PSOLDQFH ZLWK OHJDO DQG L
VSHFWUXP RI NQRZOHGJH H[SHULHQFH DQG HGXFDWLRQDO EDFNJURXQGV ZKLFK DUH
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7UDQVSDUHQW FRUSRUDWH JRYHUQDQFH7BHQEGOHFWLRQ RI WKH DXGLWRU LV FDUULHG RXW E\ WKH
FRISRDA YDOHY DFFRUGDQFH ZLWK WKH VWDWXWRU\ SURYLVLRQV )ROORZL

FRQGXFWHG SXUVXDQW WR $UWLFOH RI WKH (8 $XGLW 5HJX
7UDQVSDUHQF\ LQ FRUSRUDWH JRYHUQDQFH LV RI SDUODHRWQ®J LPGRODNDQFH WRHOWHKMWHG %'2 $* :LUWVFKDIWVSU¥%I
ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RDUG RI VHFX®&HWGENBDXYWHMOHGH WZRADNPESYI EUDQFK RIILFH LQ (VVHQ DV
6KDUHKROGHUYVY DOO SDUWLFLSDQWY LQ WKH FDSLWDO 6FMFYNHW\ 1HQDXRERINDO $D QDG\\DW VW KK DX LWRU RI WKH VHFXQ'
KROGHU DVVRFLDWLRQV DQG WKH PHGLD DUH FRPSUHKHQVLYHIm DWHWXGHDDXOGCLWRE SRIRMSWKWOWYXLHZ RI WKH FRQGHQVHG
LQIRUPHG DERXW WKH FRPSDQ\ V VLWXDWLRQ DQG VLIJQLMWRBQMQBX¥MLIPHWPD GRDIPBHYW UHSRUW RI VHFXQHW 6HFXULW

VHEXQHW *URXS DV RI -XQH
VHFXQHW 6HFXULW\ 1HWZRUNV $* UHSRUWV WR LWV VKDUHKROGHUV IRXU WLPHV D \HDU RQ LWV
EXVLQHVV SHUIRUPDQFH ILQDQFLDO SRVLWLRQ DQG 2 X WXIDQUUHWKRO®GEB UV HBRUWYIRW®EG RI NH\ GDWHV YLD D ILQ
LOIRUPDWLRQ DUH SHUPDQHQWO\ DYDLODEOH WR VKDUHKKEGHYV KHZ LIMKW KR DS QRKXDWHUHSRWUW HWKH TXDUWHUO\ VWDW
777 NHEXQHW FRA GDWHV RI WKH UHJXODU ILQDQFLDO UHSEWVWAZHD IVH BXXPHW IHRAG LQ
WKH ILQDQFLDO FDOHQGDU ,I HYHQWV RFFXU DW VHFXQHW 6HFXULW\ 1HWZRUNV $* WKDW
FRXOG VLIJQLILFDQWO\ DIIHFW WKH FRPSDQ\ V VKDUH SUDRHWWKYH VEFHWMDOO® HEG DQRRROMHEBQ®ERXW VHFXQHW 6HFXULW
DFFRUGDQFH ZLWK OHJDO UHJXODWLRQV E\ PHDQV RI D@R® R XR E HFY® RELFEHPHH) WR FF KH
ILOQDQFLDO FDOHQGDU DOG WKH DG KRF DQQRXQFHPHQWY DUH DYDLODEOH RQ WKH VHFXQHW

6HFXULW\ 1HWZRUN VIZ&Z Z\HHEEX @HHN XQREHU |1 $SERXW 8V ! . QYHVWRUYV
'l )LQDQFLDO $QQRXQFHPHQWYV ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RD

UHPXQHUDWLRQ

6KDUHKROGHUV DQG $QQXDO *HQHUDO OHIH-\NJE-IQX‘]QHUDWLRQ V\VWHP IRU WKH PHPEHUV RI WKH 0DQDJ
VLQFH -DQXDU\ SXUVXDQW WR 6HFWLRQ D DQG

6KDUHKROGHUV RI VHFXQHW 6HFXULW\ 1HWZRUNV $* PD\ HijijBblo/ B WKEN- Us B UERWY W QieoY B $NwW* ZKLFK ZDV DSSU
DW WKH $QQXDO *HQHUDO OHHWLQJ 6KDUHKROGHUV PD\:¥RWHDRoFHWMRR RYW MKH $QQXBY zHOO DV WKH UHVROXWLI
*HQHUDO OHHWLQJ RU WKURXJK D SUR[\ RI WKHLU FKRLFHLRY BPpDYBHHRE R RWHIDE! WKH  SXxUVXDOW WR 6HFWLRO

FRPSDQ\ DQG ERXQG E\ LQVWUXFWLRQV 7KH $QQXDO *H QAN HHidRUDIWVRY HME W OBRM*  UHJIDUGLQJ WKH UHPXQHU
ZLWKLQ WKH ILUVW HLJKW PRQWKV RI WKH ILQDQFLDQRHOE pikiH s&EBL B b5/ v e ERWK DR U 11 SERXW 8V 11 ,QYHV
6XSHUYLVRUl %RDUG XVXDOO\ FKDLUV WKH $QQXDO *HQHUYDX®R GHRWW# SANRYQYW B AMKH &R QXPRQHUDWLRQ UHSRUW IRL

*HQHUDO OHHWLQJ VKDUHKROGHUV DUH FRPSUHKHQVLYﬁ@ﬁOLXQ;jB@fIWCKFPBRéY_VWWtﬁI-\/ RS uUw FDQ DOVR EH IRXQG LQ
ILQDQFLDO \HDU DQG WKH LQGLYLGXDO DJHQGD LWHPV RI WKH XSFRPLQJ PHHWLQJ WKURXJK

WKH $QQXDO 5HSRUW DQG WKH LQYLWDWLRQ WR WKH $QQXDO *HQHUDO OHHWLQJ $00 UHOHYDQW
GRFXPHQWYV DQG LQIRUPDWLRQ UHJDUGLQJ WKH $QQXDO *HQHUDO OHHWLQJ DV ZHOO DV WKH
$QQXDO 5HSRUW DUH DOVR DY DIZZBRHE RQHRX BRFHE VLW H
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'LVFORVXUHV RQ VKDUH EDVHG LQFHQWLSHFRKKQHPIHYJ DQG DXGLW

'XULQJ WKH UHSRUWLQJ \HDU HDFK PHPEHU RI WKH OHEXDHRWH GWFORDWVWG1IAWYRUNY $* SUHSDUHV LWV FRQVROLG
DOORFDWHG D WUDQFKH RI YLUWXDO VKDUHV 3HUIRUPDORIG IKDWHWVL D VLYDWOW LBRIOWKW DAWRHPIHQWY LQ DFFRUGDQFH Zl1
WHUP YDULDEOH FRPSHQVDWLRQ SODQ 3HUIRUPDQFH 6KBBHWI®@DIQ6WDQIBBMUGY 7KWHE6 DV DGRSWHG E\ WKH (XURSH
6XSHUYLVRU\ %RDUG GHFLGHG DJDLQVW DOORFDWLQJ D WQDQFKBOR IV3HIWRHPHIQWH RKDVH¥XQHW 6HFXULW\ 1HWZRUN
WR HDFK PHPEHU RI WKH ODQDJHPHQW %RDUG XQGHU WKHFPRO®DLQHD UZV 8HKF L'HW ERQ@ XFRPPHUFLDO ODZ +DQGHOVJIH)

SHUIRUPDQFH 6KDUH 30DQ ,, 363 ,, ZKLFK KDV EHHQ*HQPHDIQHBW RANQRHRUBRXYDW\LRQ $FW $NWLHQJIJHVHW] 7KH DQ
7KH 6XSHUYLVRU\ %RDUG FRQVLGHUV WKH LQFHQWLYRY CGRLDYLFMW®D VEM PHIQHWW VI [DUWLUHSDUHG E\ WKH ODQDJHPHQ
WDUJHWYV RI 363 ,, IRU WKH SHULRG WR WKH SURIIWKMKB WM RU ERQ XD/X BIOGCRY63IWRHR $XGLW &RPPLWWHH DQG WI

EH VXIILFLHQW WR PRWLYDWH WKH ODQDJHPHQW %RDU® D/ JKRMEW W BBIY &8 AIRBGC WHEXK GHKWHUYLVRU\ %RDUG GLVFEXVYV

6HFXULW\ 1IHWZRUNV $* VWUDWHJILFDOO\ 7KH NH\ SHUIRUWRR A WBIWHBRUQBQ OLO® WEHBRMWVEHIRUH SXEOLFDWLRQ

DV ZHOO DV WKH DFKLHYHPHQW RI WKH WDUJHWYV IRU 363 , DQG 363 ,, GXULQJ WKH UHSRUWLQJ

\HDU DUH SUHVHQWHG LQ WKH FRPSHQVDWLRQ UHSRUW7&XUNKQ QRO IMRD BVHHFAN LIRD Q FIOIOWKWDWHPHQWY DQG WKH DQQ

*HUPDQ 6WRFN &RUSRUDWLRQ $FW $NW* IRU WKH ILOVDIOFXQPWHOHFXULW\ 1HWZRUNV $* ZHUH DXGLWHG E\ %'2 $*
JHVHOOVFKDIW KHDGTXDUWHUHG LQ +DPEXUJ ZLWK D EUDQ

7KH FRPSDQ\ GRHV QRW RIIHU DQ\ VWRFN RSWLRQ SURXDD/PUPSEBRLWVPHGDEL WKHXULWIOHMWXDO *HQHUDO OHHWLQJ 7KH C

EDVHG LQFHQWLYH VA\VWHPV IRU LWV HPSOR\HHV LQ DFFRUGDQFH ZLWK 6HFWLRQ RI WKH *HUPDQ &RPPHUFL
FRPSOLDQFH ZLWK WKH *HUPDQ *HQHUDOO\ $FFHSWHG $XGLW|I
E\ WKH ,QVWLWXWH RI 3XEOLF $XGLWRUV LQ *HUPDQ\ ,": 7

IRWLILFDWLRQ RI WUDQVDFWLRQV XQGHUWdWWLI0@ HRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV RI VF

ODUNHW $EXVH 5HJXODWLRQ O0DQDJHUVee 7UDQVBREWPRPYUYFIVLWI DRG U ODUFXV )DON

3XUVXDQW WR $UWLFOH Rl WKH ODUNHW S$EXVH SHIXWDRWLRSDOVES FREWUDFWXDOO\ DJUHHG ZLWK WKH DXGLWRUV
PHPEHUV RI FRUSRUDWH ERGLHV 6XSHUYLVRU\ %RDUG 0®IRRPHRIKQAVEXBRDYGYVRRIREGRDUG RU WKH $XGLW &RPPLWWHH
FHUWDLQ HPSOR\HHV ZLWK PDQDJHULDO UHVSRQVLELOLMW[Ftb\KvDNQZROQ QW SH Y VAHD0 FIORRH D00 ILQGLQJIV DQG HYH

DVVRFLDWHG ZLWK WKHP DUH UHTXLUHG WR UHSRUW WWBONDFRMMLRRY X MHIFANUHRW\VERPIHE BRYG WKDW DULVH GXUL
UHODWHG ILQDQFLDO LQVWUXPHQWY DV VRRQ DV WKH WRHWBPW DOXH RI WKHLU RZQ WUDQVDFWLRQV

UHDFKHV RU H[FHHGV ° ° XQWLO 'HFHPEHU ZLWKLQ D FDOHQGDU
\HDU 7KHVH UHSRUWV DUH DOVR SXEOLVKHG RQ 7WHKHFRORWUWIRMHONVE REIVIEYLEHWHG ,QWHULP )LQDQFLDO 6WD\
Z7Z NVHEXQHWX®REHU !! $ERXW 8V Il ,QYHVWRUV !l &RUSRUDRON/ RBY BB AMGFYD OB IHPHQW 5HSRUW DV RI -XQH ZH

PDQDJHUV WUDQVDFWLRQV ZHUH UHSRUWHG LQ WKH I REIQF LY L UE\ %'2 $* :LUWVFKDIWVSU%IXQJVIHVHOOVFKDIW
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'"HFODUDWLRQ RI FRQIRUPLW)\ SXUVXDQW SWFRYAEYWWR @KH $QQOXDO *HQHUDO OHHWLQJ IRU WKH HOI
RI VKH* HWP DQ6VRFN & RUISRIDVIRQ $ FWRI 1 RYHP EHU PHPEHUV

([SODODWIHKRRQ 6XSHUYLVRU\ %RDUG RI VHFXQHW 6HFXULW\ 1H)

7KH PDQDJHPHQW ERDUGV DQG VXSHUYLVRU\ ERDUGYV HKDPEHPRBDARLRRWYRYIZRPLPVWHH ,Q WKH 6XSHUYLVRU\ %R
*HUPDQ VWRFN H[FKDQJH DUH OHJDOO\ REOLJHG h FRRHFRHRYBHE oD AV bk $XSHEYLVRUV %RDUG FRQVLVWV RI RQ
ZKHWKHU WKH FRPSDQ\ KDV FRPSOLHG ZLWK WKH RIIRKPEHE RIXEVEHKNEVRWFRRDUG PHPEHUV DQG LWV FRPSR)
PHQGDWLRQV RI WKH *HUPDQ &RUSRUDWH *RYHUQDQFH &RI&RUPMEW IAFHY DEERRFSRBRLWWHH ZRXOG QRW LQFUHDVI
DW WKH WLPH RI WKH GHFODUDWLRQ &RPSDQLHV DUH BOFRUYLYRUYHER MRG B saFHNy ZAY kkUHIDUG WR LGHQWLINLQJ
UHFRPPHQGDWLRQV RI WKH &RGH KDYH QRW EHHQ RU DURUBRRAVERVoW B ¥H H& @OROWKRHUDO OHHWLQJ IRU WKH HOHI
UHDVRQV ZK\ 7KLV GHFODUDWLRQ RI FRPSOLDQFH LVPHBEHWYG "KblUKIRY HEHBRZDEGHWLRQDO 1RPLQDWLRQ &RPP
H[SODQDWRU\ QRWHV 7KH GHFODUDWLRQ RI FRPSOLDQHYWBROBPVKRGEH IRXQG RQ WKH
VHEXQHW 6HFXULW\ 1HW ZRZAN VEHEXIDEN WREHU ! $SERXW 8V !
,QYHVWRUV !l &RUSRUDWH *RYHUQDQFH 'HFODUDWLRQV RIVWRBRIQBWERQ RE M KHVRRRE@WyR! YDULDEOH UHPXQHUDWLR
WKH SDVW ILYH \HDUV DUH SHUPDQHQWO\ DFFHVVLEOH RQOWRRIHPAHQW HRDUG UHPXQHUDWLRQ
5SHFRPPHQGDWLRQ * '&*)RU WKH XSFRPLQJ ILQDQFLDO \H
7KH ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RDUG RI VHEX®HW BYR XU PVRD UBWZIRRMNVGSEHILQH WKH SHUIRUPDQFH FULW
KHUHE\ LVVXH WKH IROORZLQJ GHFODUDWLRQ RI FRQIRUPIRDUGL WKPEKH URIF FORPPH YGDWDRRQN UHPXQHUDWLRQ FRPSRQH
RI WKH *RYHUQPHQW &RPPLVVLRQ RQ WKH *HUPDQ &RUS RUHD WBIVHRGY SUQP QB HO& RGH VMQUDWHJILF REMHFWLYHV LQ DGGL)
DFFRUGDQFH ZLWK 6HFWLRQ RI WKH *HUPDQ 6WRFN &RBSRKWDWIVRYSEMRDINWVYKRXOG GHWHUPLQH WKH H[WHQW WR :
HDFK ODQDJHPHQW %RDUG PHPEHU RU WDUJHWV IRU DOO
'HFODUDWLRQ RI &RQIRUPLW\ ZLWK WKH *HUPDQ RHPESRUDWHGHFLVLYH
*RYHUQDQFH &RGH

6LQFH VXEPLWWLQJ LWV ODVW GHFODUDWLRQ RI FRQIRUPLFIEBD GQJI WR pWIEH KHPXQHUDWLRQ VIVWHP 1RU
FRUUHVSRQGLQJ DPHQGPHQW RQ $SULO VHFEXQHw IPRBIHRQ Y W 2R I@VR%*V WQHW EHFXULWA 1IHWZRUNV $* ZK
FRPSOLHG ZLWK WKH UHFRPPHQGDWLRQV RI WKH *RYHUGFHOW B®PPYV iR RPYEREOH UHPXQHUDWLRQ FRQVLVWY |
*HUPDQ &RUSRUDWH *RYHUQDQFH &RGH DV SXEOLVKHG EN ﬁ'bﬂ&’hﬁ@o S OT VWY KRULQY ERQXVY — LL ORQJ WHU
“XVWLFH LQ WKH RIILFLDO VHFWLRQ Rl WKH JHGHUDO * \G F uH soRg wky2363 .¥ DQG LLL DQ DGGL

W H R0 ER o D
My EGRRRYH QW Z WP PXOWL \HDU FDOFXODWLRQ EDVL\
Aflxvx?ﬁ?r?

iH
YHUVLRQ RI $SULO & ZLWK WKH IROORZL%J;IE
SHU

FRQWLQXH WR FRPSO\ ZLWK WKH UHFRPPHQGDWLRQV LQ i} Z LW 3wk b HEH SV L UYLVRU\ %RDUG UHJXO
OLVWHG EHORZ IRUPDOFH FULWHULD DSSOLFDEOH LQ FRQQHFWLRQ ZLWK
, DQG 363 ,, IRU WKH QH[W ILQDQFLDO \HDU DQG FRPPXQLFDW

0,
&RPPLWWHHYV RI WKH 6XSHUYLVRU\ %RDUG RI'WKH ODQDJHPHQW %RDUG

SHFRPPHQGDWLRQ ' _'&".7KH 6XSHUYLVRU\ %RDUG VKBORKRYEVW SHUIRUPDQFH FULWHULD VHW LQ WKH SUHYLR>
1RPLQDWLRQ &RPPLWWHH FRPSRVHG H[FOXVLYHO\ RI VERUHKROGVY WHEBHN HOMR I 0B DIHPHOW %RDUG GXULQJ W
ZKLFK VKDOO QRPLQDWH VXLWDEOH FDQGLGDWHV WR MK rEPHHFH ¥BEWHURRVERABYE &®W EH VHW LQ WKH SUHYLRX



&RPSDQ\

7KH FRPSDQ\ LQWHQGV WR FRPSO\ ZLWK 5HFRPPHQGDWIRRXOG RH WRMXUHGL HQHQ LQ WKH FDVH RI VSHFLDO HIIHFV
&RUSRUDWH *RYHUQDQFH &RGH '&*. LQ WKH IXWXUBHVAVQWXAWX B HQJRRIPDWOXWH V 7KH 6XSHUYLVRU\ %RDUG LV WK
FULWHULD IRU YDULDEOH H[HFXWLYH FRPSHQVDWLRQ DUHRRWUDBEO  WRHEKHQUHFRRARYGRY IRQWKQ * Rl WKH *HUPDQ
PLG \HDU DSSRLQWPHQWV WR WKH ODQDJHPHQW %RDUGRGHRP VH&XQHW O6WRXKVULMIH[LELOLW\ ZLWK UHJDUG WR WK}
IHWZRUNV $* V SHUVSHFWLYH WKLV GHYLDWLRQ IURP BEHRRRPBOSBWUD® HWHRNVN WRKHODQDJHPHQW %RDUG UHPXQHUD
& LV DSSURSULDWH IRU PLG \HDU ODQDJHPHQW %RDUG DSSRLQWPHQWYV LQ

RUGHU WR PDLQWDLQ WKH QHFHVVDU\ IOH[LELOLW\ IRU WHHX @ KX ®HEHAXRIUN\ YARIDMZG UNM BU GLQJ

ODQDJHPHQW %RDUG SHUVRQQHO 7R FRPSO\ ZLWK WKH UHFRPPHQGDWLRQ WKH

6XSHUYLVRU\ %RDUG ZRXOG KDYH WR SODQ IRU FKDQJHV(WRHY KHROYH@PEHUPHQW %RDUG LQ

WKH SUHFHGLQJ \HDU DQG LI QHFHVVDU\ GHILQH YDULDEOH FRPSHQVDWLRQ FRPSRQHQWYV

IRU IXWXUH ODQDJHPHQW %RDUG DSSRLQWPHQWYV LQ DGYDQFH +RZHYHU LW LV QRW

JXDUDQWHHG WKDW WKH DSSRLQWPHQW RI D QHZ ODQDJHPHQW %RDUG PHPEHU LV

DOZD\V ILQDOL]HG RU HYHQ IRUHVHHDEOH LQ WKH SUHFHGLQJ ILQDQFLDO \HDU

5HFRPPHQGDWLRQ * '&BSXEVHTXHQW FKDQJHV WR WKH WDUJHW YDOXHV RU

WKH FRPSDULVRQ SDUDPHWHUV VKRXOG EH H[FOXGHG JRU WKH ODQDJHPHQW %RDUG )RU WKH 6XSHUYLVRU\ ¥
ODUF -XOLDQ 6LHZHUW 'U 5DOI :LQWHUJHUVW

([SODQDWKRQUHPXQHUDWLRQ V\VWHP IRU PHPEHUV RI WKH ODQDJHPHQW %RDUG

RI VHFXQHW 6HFXULW\ 1HWZRUNV $* VWLSXODWHV WKDW WKH 6XSHUYLVRU\ %RDUG PD\ HYHQ

DIWHU WKH UHOHYDQW SHUIRUPDQFH FULWHULD DQG WDUJHWV KDYH EHHQ HVWDEOLVKHG

WHPSRUDULO\ GHYLDWH IURP WKH SURYLVLRQV RI WKH UHPXQHUDWLRQ V\VWHP LI WKLV LV

QHFHVVDU\ LQ WKH LQWHUHVW RI VHFXQHW B6HFXULW\ 1HWZRUNV $* SDUWLFXODUO\ LQ WKH

HYHQW Rl VLJQLILFDQW FKDQJHV LQ WKH HFRQRPLF HQYLURQPHQW 3RVVLEOH GHYLDWLRQV

LQFOXGH DPRQJ RWKHU WKLQJV WKH SHUIRUPDQFH FULWHULD IRU YDULDEOH UHPXQHUDWLRQ

FRPSRQHQWYV WKH WRWDO PD[LPXP UHPXQHUDWLRQ DQG WKH UDWLR EHWZHHQ IL[HG DQG

YDULDEOH UHPXQHUDWLRQ FRPSRQHQWV )XUWKHUPRUH WKH 6XSHUYLVRU\ %RDUG PD\

DGMXVW WKH WDUJHW DFKLHYHPHQW PHDVXUHPHQW IRU DOO YDULDEOH UHPXQHUDWLRQ

FRPSRQHQWYV WR DFFRXQW IRU VSHFLDO HIIHFWV HJ 0 $ WUDQVDFWLRQV UHVWUXFWXULQJ

PHDVXUHV 7KLV SURYLVLRQ WDNHV LQWR DFFRXQW WKH IDFW WKDW VHFXQHW 6HFXULW\

1HWZRUNV $* RSHUDWHV LQ D YRODWLOH DQG LQQRYDWLYH PDUNHW HQYLURQPHQW DQG WKDW

D FKDQJH LQ FRUSRUDWH VWUDWHJI\ ™ DQG WKXV LQ WKH SHUIRUPDQFH FULWHULD IRU

ODQDJHPHQW %RDUG PHPEHUV ™ PXVW EH SRVVLEOH ZLWKLQ WKH DVVHVVPHQW SHULRG

IRU YDULDEOH UHPXQHUDWLRQ FRPSRQHQWV LQ WKH LQWHUHVW RI WKH FRPSDQ\V

VXVWDLQDEOH GHYHORSPHQW )XUWKHUPRUH WKH UHPXQHUDWLRQ V\VWHP VKRXOG DOVR

SURYLGH LQFHQWLYHV IRU WKH ODQDJHPHQW %RDUG PHPEHUV LQ WKH HYHQW RI SURIRXQG

FKDQJHV LQ WKH HFRQRPLF HQYLURQPHQW ,Q DGGLWLRQ VXVWDLQDEOH LQFHQWLYL]DWLRQ RI

WKH ODQDJHPHQW %RDUG ZKLOH PDLQWDLQLQJ D IRFXV RQ WKH FRPSDQ\V LQWHUHVWYV
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/KH VHFXQHW 6KDUH

6WRFN PDUNHW GHYHORSPHQW 7KH VHFXQHW VKDUH

7KH JOREDO VWRFN PDUNHW \HDU H[SHULHQFHG D WHHQMHEKXDQGW VKDUM LQ QUHMWMBRQ WKH 3ULPH 6WDQGDUG Vt
G\QDPLFV :KLOH 86 VWRFN PDUNHWV RQFH DJDLQ SRVW[H&DWRELBQGDWQYGWEHRQZBOE *HUPDQ VWRFN H[FKDQJHV 7K
RXWSHUIRUPHG E\ LQWHUQDWLRQDO PDUNHWYV IRU WKH VILUMWL FDL@W Ol QE\\H D U VL Q7 KIHQ EQRIDBBO \HD U FORVLQJ DW °

JOREDO PDUNHW LQGH[ 06&, $&:, H[ 86$ ZKLFK WUDFNVSERFESDQLHV RXWVVGSHWIKRUPDQFH RXWSHUIRUPHG WKH DYHL

8QLWHG 6WDWHYV FORVHG WKH \HDU ZLWK D JDLQ RI DSSUFRRSPDQHOAN ZKLFR ARISIDUKNRQ@RVH E\ DSSUR[LPDWHO\

WKH 86 6 3 UHFRUGHG D WRWDO UHWXUQ RI DERXW LQFUHDVH LQ WKH ILUVW KDOI RI WKH \HDU OHG WR DQ LPSUR

'"HXWVFKH %fUVH LQGH[ ZKLFK DQQRXQFHG RQ ODUFK

,Q *HUPDQ\ WKLV LQWHUQDWLRQDO XSZDUG WUHQG ZDVX Gl OLHHFON HREU LIQQ EQRDIAR P LN MAMKH 6'$; %\ \HDU HQG LWV

VWUHQJIJWK 7KH '$: ZLWK D ULVH RI DSSUR[LPDWHO\ URHRCPRSKCHQEL I Y VMV RAUHLLFP B IQAKK/DIBEIRYSURYHG WR WK 'HFHPEHU

W K H SRLQW PDUN 7KH SDUDOOHO UHFRYHU\ RI WKH VPDOOHU PLG FDS VWRFNV ZDV

QRWHZRUWK\ ERWK WKH 0'$; DQG WKH 6'$; ILQLVKHG WKKYHDDJEHLWKD®LQY YRR OXPRIXRG ;HWUD DOVR URVH QRWLFHDEO
HDFK LQGLFDWLQJ LPSURYHG VHQWLPHQW WRZDUGV BIDG FPSHPQRBXF\FORBEDO VWRHANIHY $YHUDJH GDLO\ WXUQRYH!

7KH 7HF'$; SURYHG PRUH YRODWLOH EXW EHQHILWHG L QD®WXWR VIHPARQEOKD O | FRIOWKRQUHBPWHYLRXV \HDU ° PLOOLRQ

IURP WKH RQJRLQJ ZDYH RI LQYHVWPHQW LQ DUWLILFLDO LQWHOOLJHQFH DQG WHFKQRORJLFDO

LQIUDVWUXFWXUH
'LYLGHQG DQG SURSRVHG GLYLGHQG
*OREDOO\ $VLDQ PDUNHWV ZHUH NH\ GULYHUV Rl SHUIRYBROEH \BRYWKWRMHER U SULQFLSOHV LV WR VKDUH WKH F

-bsSbQ DQG &KLQD LQ SDUWLFXODU GHO{7 HHH&RBERH "I/DQZFQ—UJ WKH GLYLGHQG SROLF\ RI UHFHQW
UHVXOwWYVY 1HYHUWKHOHVV D FHQWUDO WKHPH RI WKH \HDU I%IDVVM/HK%HWWL&&RBHJI—':Fﬁ%ﬁJ%L\)%lRFQVG ¥J WR HDUQLQJV DIW
D GLUHFW PDUNHW PRYLQJIDFWRU $SULO LQ SDUWAFLHPR WP QY VT YRR BOE IR WuLexwHe  sFFrRUGLQIOV W

D GD\ RI b VKDUS PDUNHW FRUUHFWLRQ WKH 7UXPS DGE,’LQL\éVI\_/'HDWI: 86%\@&%@6%5 GHQM’DUH 7KLV UHVXOWHG LOQ
RI IDU UHDFKLQJ 86 WDULIIV VHQW VKRFNZDYHV WKURXJK J UNHWY DQG IXHOHG

IHDUV RI D JOREDO WUDGH zZzDU +RZHYHU WKH PDUNHWYVY GHPRQVWUDWHG UHPDUNDEOH

UHVLOLHQFH $IWHU GLSORPDWLF VROXWLRQV DQG WUDQ\(WLE\%VSE%&'BE VGWU%V\B%PJLL&H&LMEI}\/ WKH ODODJHPH
UHVXPHG WKHLU UDOO\ 7KLV YRODWLOLW\ KRZHYHU KLE]%\S)LLdﬁ\/)I\I/ﬂGUHQX M/\Q;Rll_.\}l\/ VﬂE%QVI-I—W\{/LWkEK'/W LDULHV SLOO KS

WR WUDGH SROLF\ GHFLVLRQV ZKLFK WHPSRUDULO\ UH\3/9Pﬁaﬁ\/\wUL?IQ)%gvk'/RQQQUFDF(‘)%WH_Q)%CEIPL%'\b UHVXOWV LQ WKH |

LQWHUHVW UDWH GHFLVLRQV DV WKH SULPDU\ IRFXV LQ VXSSRUW RI WKH 6XSHUYLVRU\ %RDUG WKH ODQDJHPHQW
VHEXQHW V GLYLGHQG SROLF\ VR WKDW WKH EDVLV IRU FI
SD\PHQWYV ZLOO EH WKH VHFXQHW *URXS V QHW LQFRPH §
ODQDJHPHQW %RDUG KDV GHFLGHG WR PDNH WKH SD\RXW UDMW
RI' D IL[HG SD\RXW UDWLR DV LQ WKH SDVW WKH SD\RXW ZL

U<y

O
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UDQJH Rl  WR 7KLV ZLOO DOORZ WKH 0DQDJHPHQW %ekDWE KRR XML © WIbiIX MK MU RXS V
LQWHUQDO ILQDQFLQJ FDSDFLW\ PRUH IOH[LEO\ WR I1XQG TXUWEKHU FBPSRRFIURZWK

7UHDVXU\ VKDUHV

7KLV UHYLVHG GLYLGHQG SROLF\ ZLOO EH DSSOLHG IRU WH'H "9%PWMwW wWlPH 1 Q WKH 1L QDQFLDO

\HDU 7KH ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RDUGRRUGDWNVRR HBFIWKRALRJ SURRSR DN DWOPEOH YRWLQJ ULJKWV QRWLILFDWLRQ

WKH $QQXDO *HQHUDO OHHWLQJ RQ -XQH D GLYLGHQG RI © SHU VKDUH
HQWLWOHG WR GLYLGHQGV 7KLV FRUUHVSRQGV WR D SDRXW UPWLRHRIpy &k WKW IMRBSVYRO RI WKH DFTXLVLWLRQ |
QHW LQFRPH DQG D WRWDO SD\RXW RI ° PLOOLRQ VHFXQHW $* VR FDOOHG O0DQDJHUVe 7UDQVDFWLRQV E\ PHPE

%RDUG DQG WKH 6XSHUYLVRU\ %RDUG DV ZHOO DV SHUVRQV F

$QQXDO *HQHUDO OHHWLQJ ZKR DUH VXEMHFW WR WKH UHSRUWLQJ UHTXLUHPHQW

7KH $QQXDO *HQHUDO OHHWLQJ Rl VHFXQHW $* ZDV KHOG |_ SHUVR VVHQ RQ 0 ‘
$SSUR[LPDWHO\ RI WKH YRWLQJ VKDUH FDSLWDO& PF?JXQJ hB@WZ\lMN\hK WKH FDSLWDO PDUNH

PHHWLQJ SUHYLRXV \HDU 7KH VKDUHKROGHUV SUH H HQ
LWHPV E\ D ODUJH PDMRULW\ 7KH UHVXOWV DQG GRF % |1_) %{? W s_%ﬁéﬁhvgngFSUNRHQw YDV(;ZHg:NKF'TUSF
ZHEVLIMMWSY 777 VHEXQHW ERP XHEHU XQV ILQYHVWRUH JU k PHURXV FRQWDFWY ZHUH PDGH ZLWK
LQYHVWRUV DV ZHOO DV ILQDQFLDO DQDO\WWYV DW FRQIHUH ¢
LQ LQGLYLGXDO PHHWLQJYV VHFXQHW DOVR RIIHUV D QHZVOH
6KDUHKROGHU VWUXFWXUH PDQ\ SULYDWH VKDUHKROGHUV )XUWKHUPRUH UHJXODU FRQ
7KH VKDUH FDSLWDO RI VHFXQHW $* DPRXQWV WR ° FRLO®BLE HA\Z LAV K IVEKHHE SXEWRFDWLRQ RI TXDUWHUO\ DQG DQQXI
QR SDU YDOXH EHDUHU VKDUHV 7KH QXPEHU RPQXKDOBWY\RWWVWWE FIRPSUHKHQVLYH LQIRUPDWLRQ RQ FXUU}

UHPDLQV XQFKDQJHG DW (DFK VKDUH RXWVWDQGLQJ JUDQWY RQH YRWH DW WKH
$QQXDO *HQHUDO OHHWLQJ DQG LQ WKH HYHQW RI D GE9OGHDOSL\EDOWRDENWWREOH OOY HAWLLOQIRUPDWLRO LV SXEOLVE
YDOHQW GLYLGHQG HQWLWOHPHQW 7KHUH DUH QR VWRHEKRJ®IWKRRQSURDGH PYY R U ODE®PWH BW L\WRAHZ PRAESXEAHWV HREPNE VL W |
ERQGYV WKDW FRXOG GLOXWH WKH VKDUHKROGLQJ LQFOXGHV DPRQJ RWKHU WKLQJV ILQDQFLDO UHVXOWYV
DQQRXQFHPHQWY DV ZHOO DV LQIRUPDWLRQ RQ WKH $QQX
*LHVHFNH 'HYULHQW *PE+ OXQLFK KDV KHOG D GLUHFWYWRWDLRH Ud JIWKMAX Q@HRW L RQWERQY 7KH ZHEVLWH DOVR RIIHU
$V Rl '"HFHPEHU WKLV VWDNH DPRXQWHG WR FOHBRKR\|UGKYEE®ORDW DO LPSRUWDQW SXEOLFDWLRQ DQG
GLVWULEXWHG DFURVV D UHJLRQDOO\ GLYHUVLILHRQWbOXRROGHW[SD/G LWV XQWKRWUWYRU UHODWLRQV DFWLYLWL

RI WKH VKDUHV DUH KHOG E\ VHFXQHW $* LWVHBRPSDQ\ V YLVLELOLW\




&RPSDQ\

$ODO\VW FRYHUDJH ODVWHU GDWD DQG NH\ ILIXUHV
,6,1 o1 '

$ NH\ FRPSRQHQW RI FDSLWDO PDUNHW FRPPXQLFDWLR?—L—V—W&%H—PF%QMH.—Q%R%W—B@G(—O

WUDQVSDUHQW GLDORJXH ZLWK ILQDQFLDO DQDOo\Wwwv $RMAPERPEHU VHEXQHW

ZDV PRQLWRUHG E\ IRXU DQDO\WVWV IURP YDULRXV EDQNV B8&YRVHB YEKRIWYBNPQGLQJ XQLwyv

6KDUH FODVV 1R SDU YDOXH EHDUHU VKDUH
5HFRPPHQ 7DUJHW SULFH 6WDUW Rl VWRFN PDUNHW OLVWLQJ 1RYHPEHU
LQVWLWXWH $QDO\VW GDWLRQ 1Q HXRV
6WRFN PDUNHW VHIJPHQW 3ULPH 6WDQGDUG )UDQNIXUWHU :HUWSDS
%HUHQEHUJ $QGUHDV :ROI % X\
,QGH][ 6%
PZE 5HVHDUFK $OH[DQGHU =LHQNRZLR]JOG
'DLO\ WXUQRYHU ;HWUD DYHUDJH o
‘U .DOOLZRGD 5HVHDUFKRUEHUW .DOOLZR&D
ODUNHW FDSLWDOL]DWLR o
:DUEXUJ 5HVHDUFK &KULVWLDQ &RKUV %X\ ] Q ELOOLRQ
+LIJKHVW SULFH ;HWUD o
,QIRUPDWLRQ DV RI '"HFHPEHU
)

/IRZHVW SULFH ;HWUD

&ORVLQJ SULFH ;HWUD o

BULFH GHYHORSPHQW -DQXDU\ 'HFHPEHU
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&RPELQHG ODQDJHPHQW 5HSRUW RQ WKH
SRWMRQRI VKH&RP SDQ. DQG WKKH * URXS

| RUI LODQFIDQ HDU Rl VHFXQHWSHFXUW

IHWZRUNV $NWLHQJHVHOOVFKDIW (VVHQ

I.).X_Q.G_D_EH.QJALD.DALEJ WKH *URXS
kerqreie JHSRUW

[E1vN DQG RsSSRUWXQLWY UHSRUW

beusdbovw O

IRI\/I\I LUHSRIUJWI QI 1 QO IJUHODWIRQ \I‘IR |EbDQFLDO PDQDJHPH

O O O

Eivn pnopiHPHOW Doe 1owHgpo FRlowuro vivwHP

:'HMEIII SWIRQ RI WKH NH\ IHI')\I\I)(IIIHV E WKH DFFRXQWLQJ

UHODWHG | QWHIUQDO FF\’O\I\IIIF?(") DQG ULVN PDQDJHPHQW
I\/\\/\I\IHD SXUVXDQW WR 6HEWIRQ I DQG 6HFWLRQ

S 7

ZONHRYHIU UHODWHG GIVEQRVXUHYV SEUVXDQW WR 6HFWL
D VHQWHQEH DQG GHEWIRQ | b VHQWHQFH +*%

0noniHpHOwW DoG erowuro ® UHIHUHOFH WR WKH
¢ RUSRUDWH *RYHUQDQEH BWDWHPHQW SXUVXDQW WR
BHEWIRQV 1 DQGE G +*%

LerPElOHG sXvwWDIODEINOLW)\ GWDWI-BHQW

[ESHSRUW RI WKH 0DQDIHPHQW %RDUCBXUVXDQW WR
leHEWI RO | $NW*
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)YXQGDPHQWDOV RI WKH *URXS

7KLV 0DQDJHPHQW 5HSRUW FRPELQHV WKH O0DQDJHPHQW 5HSR XS RR VHFDS \I\1N|§W]£LR_ \
IHWZRUNV $* KHUHLQDIWHU 2VHFXQHW $*Y DQG WKH PDQDJHPHQW UHSRUW RI WK

VHFXQHW *URXS KHUHLQDIWHU 2ZVHFXQHWY 7KLV LV BRIMO EeEHEB XWBHVWKRHX tWMWAWHD QG

RSSRUWXQLWLHV RI WKH SDUHQW FRPSDQ\ DV ZHOO DV LWif RQMMN FeIPDWH G \CHYWR2RSRY QW DRWKH SDUHQW FRPSDQ\ R
NH\ UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHV DUH L@RMEWHIGIDEP\ kKBNS UNMRH WKE! FBRXB/HQ *HUPDQ\ ,W DFWV
7KHUHIRUH WKH ODQDJHPHQW UHSRUW RI VHFEXQHW $* LV RRQMLVBWOHRMQBLUWKHWKH PRAYXIRWLRRH *URXS DQG HQFRPSDYV
RI WKH VHFXQHW *URXS RSHUDWLRQDO EXVLQHVV XQLWV )XUWKHUPRUH *URXS ZLGH
ILQDQFH DFFRXQWLQJ FRQWUROOLQJ LQWHUQDO DXGLW
UHVRXUFHV ,7 LQYHVWRU UHODWLRQV VXVWDLQDELOLW\ DQ
%XVLQHVV PRGHO RUJDQL]JHG FHQWUDOO\ DQG DUH WKH GLUHFW UHVSRQVLELOL)

VHFXQHW LV RQH RI *HUPDQ\ V OHDGLQJ F\EHUVHFXULW\ FRPSDQLHY ,Q DQ LQFUHDVLQJO\
LQWHUFRQQHFWHG ZRUOG WKH FRPSDQ\ FRPELQHV SURMMIFWQRHWH S FRRIVKY WP VERWHEHWR LWV VXEVLGLDULHV 61V ((
WR FUHDWH UHVLOLHQW GLJLWDO LQIUDVWUXFWXUHV DQBHEFRVMG HFRWK Y QR Wk RRW & RREt EPHRERK H® RE VWDVKFDW *PE
SURWHFWLRQ IRU GDWD DSSOLFDWLRQV DQG GLJLWDO PEMBwiQAXXCHYNMKHR RFKOREWIRWLERY VHEXQHW ,QF  7H[
SRUWIROLR LV QHWZRUN FRPSRQHQWV IHDWXULQJ DGYDRFHEDWEROZBEWPRE WHFRRBDRYERWHG VHEXVWDEN *PE+ L /
FHUWLILHG E\ WKH *HUPDQ )HGHUDO 2IILFH IRU ,QIRUPDWLRQ 6HFXULW\ %6, XS WR WKH
KLJKHVW QDWLRQDO VHFXULW\ OHYHO VHFXQHW LV DQ VHRXRHW  RWEBERYHRRROWRRE)RRQYDPOGLGDWHV WKH LQWHUC
5HSXEOLF Rl *HUPDQ\ DQG D SDUWQHU RI WKH $OOLDQFH frWP cIERG BFW xIPREO\ ZKLFK ZHUH SUHYLRXVO\ KDQGOHG E\
*PE+ &R .* VHFXQHW ,QWHUQDWLRQDO *PE+ HPHUJHG DV Wi
VHFXQHW V EXVLQHVV FRYHUV WKH HQWLUH YDOXH FKYIDXQWp QHHERPWA RO ERFtiQ&R . * DQG VHFXQHW ,QWH
WKURXJK GHYHORSPHQW WR LQWHJUDWLRQ RSHUDWLRGPPDLBWHRDWKH '1BEBEREXQIRUNRKIDQLIDWLRQ PHDVXUHV %)\
VROXWLRQV %\ H[WHQVLYHO\ XWLOLJLQJ RSHQ VRXUFMHEW(RYbUH DQG YWHPEOM\WHFOHYV RI $VVRFLDWLRQ RI ILQD
PXOWLWXGH RI FRRUGLQDWHG VHFXULW\ PHFKDQLVPV DPBHAREDE YWHPHPWLHRI bR WY IJKBRDPLQJ DV ZVHFXQHW ,QwW
VHFXUH VROXWLRQV DUH UHDOL]HG 7KHVH DUH W\SLF DO ORE PHRRIRG R e WS L L ¥ WotlsibG FRMWLFRQ TURP (VVHQ WR 0 X(
VFHQDULRV LQ LQGXVWULHV ZLWK SDUWLFXoDUO\ WHYMUXROMXULEPRBBBWARIDY OHEXWIRYWKH GLVVROXWLRQ RI V
UHTXLUHPHQWY 7KLV LQFOXGHV DERYH DOO WKH SXEO%R vARWKU VHRXRPYD\RM BY QIMWHRRIF D ODQRDIHPHQW *PE+ ZLV
DQG LQWHUQDWLRQDO JRYHUQPHQWY PLQLVWULHV DQEKHLUYFRWMYUHDOVYH®Y BRUKRXWYDPQVIHUUHG WR VHFEXQHW
JRYHUQPHQWDO RUJDQL]JDWLRQV 7KH *HUPDQ $UPHGXQRUFLXD Op¥EFFEMUYHERHPY RI 6HSWHPEHU
RUJDQL]DWLRQV DORQJ ZLWK VHFXULW\ DJHQFLHV VXFK DV SROLFH DQG ERUGHU SDWUROV DUH
DOVR NH\ FOLHQWV )XUWKHUPRUH WKH FRPSDQ\ DGGUHVVHV VHFWRUV ZLWK VSHFLILF ,7
VHFXULW\ QHHGYV VXFK DV KHDOWKFDUH DQG LQGXVWU\
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6\V(OHYHQ *PE+ LV D *HUPDQ SURYLGHU RI FORXG LQIUDyYVYXFWHNYH/ FPERWEL YHUKUFHY/
PDQDJHG VHUYLFHV DQG PDQDJHG .XEHUQHWHV 7KH FRPSDQ\ RSHUDWHV LWV RZQ

RSHQ VRXUFH EDVHG FORXG LQIUDVWUXFWXUH zZLWK ,627KH VHFXRQHWHY Repwd R ML QJ EXVLQHVV LV GLYLGHG LQ
ORFDWLRQV LQ *HUPDQ\ ,QIUDVWUXFWXUH DV D 6HUYISHFWRYGPREHY K Ho WYLtV pSHFWRU ,Q LWV ILQDQFLDO Ul
SODWIRUP IRU WKH HIILFLHQW PDQDJHPHQW DQG RSWLPLRDPWURY R GHR® HXWLO@H WwWRIBIAYPDQFH WKURXJK WKHVH VH.
DQG QHWZRUN UHVRXUFHV EDVHG RQ .XEHUQHWHV 0DQIRIHI DOy bR IRY WKH)EHRWRH :LWKLQ HDFK VHIPHQW WKH

EHJLQQLQJ RI WKH \HDU WKH FRPSDQ\ V VDOHV DFWLYRWLEHQWESy P E@ HR3- PRD WRo FERELGH RSWLPDO VHUYLFH WR W
VHEXQHW $* FXVWRPHUV

VWDVKFDW *PE+ RIIHUV D EXVLQHVV PHVVHQJHU WKDW 3#¥Db@bkVVVHAXBY DQG *'35

FRPSOLDQW PHVVDJLQJ DQG LQFOXGHV DGGLWLRQDO VHFAY LRWKEBEW l6RIAWR UFRAIDEGWDWHIRYHY SXEOLF VHFWRU FOL}
DQG YLGHR FRQIHUHQFLQJ IXQFWLRQV LQWHUQDWLRQDO JRYHUQPHQWY PLQLVWULHVY DQG DJHQF
JRYHUQPHQWDO RUJDQL]DWLRQV 7KLV FOLHQW JURXS DOVR

*LHVHFNH '"HYULHQW *PE+ EDVHG LQ OXQLFK LV WKH RRMRYLY) G VEPIWHKRO®RWID RIIDWLRQV DV ZHOO DV VHFXULW\
VHFXQHW $* ZLWK D GLUHFW VWDNH RI TERUBRIQHYN PP IHG

*LHVHFNH '"HYULHQW *PE+ DV D VWUDWHJILF KROGLQJ FRPSDQ\ XQLWHV LWV DIILOLDWHG
FRPSDQLHV LQFOXGLQJ VHFXQHW $* 7KH JURXS LV LQWHg¢ QW LREDLRD HRIA HRIW W R HD @@ EXHW HUDQJH LV WKH ,3 EDVE
LQ WKH ILHOG RI EDQNQRWH DQG VHFXULW\ SULQWLQJ DB¥HFAXQP DY WHKH 1GWZHRAURIS RHIGWL WRIEWXUHY GHYHORSHG L
SURGXFWLRQ RI VHFXULW\ SDSHU DQG EDQNQRWH SURFHVMURH Y\ VYEHUD O XMW KEHUARVHQ WMKBPDWLRQ 6HFXULW\ %6, 6,
JURXS GHYHORSYV DQG PDQXIDFWXUHV PDJQHWLF VWULSH ®®Q® FikWs FFRP UGH P SHEPXWKRUIRWG DFFHVV DQG HQDEOHYV
WKH WHOHFRPPXQLFDWLRQV EDQNLQJ DQG KHDOWKFDUH/WRWRYY DOQG WUDQVPLVVLRQ RI FODVVLILHG LQIRUPDWLRC
DSSURYDOV XS WR WKH KLJKHVW QDWLRQDO VHFXULW\ FODVV|
*URXS PDQDJHPHQW PD[LPXP VHFXULW\ VWDQGDUGYV

$V D *HUPDQ VWRFN FRUSRUDWLRQ VHFXQHW $* KDV D GXDO PDQDJHPHQW V\VWHP
FRQVLVWLQJ RI D ODQDJHPHQW %RDUG DQG D 6XSHUYLVRKEH BrBY S UREKW JBPHONFRPSULVHY D FRQVWDQWO\ JURZL

%RDUG PDQDJHV WKH FRPSDQ\ LQGHSHQGHQWO\ DQG LVFFREPRAHRWYcVEREHOYLTI®EHRQWY JDWHZD\V  VHUYHUV DQG
WKH 6XSHUYLVRU\ %RDUG FRPSRQHQWY DUH XVHG WR VHFXUH D ZLGH YDULHW\ RI DSSC

6,1$ FRPSRQHQWY DUH RIIHUHG IRU KLJK VHFXULW\ PLOLW

YRU IXUWKHU LQIRUPDWLRQ RQ WKH FRPSRVLWLRQ DQG QRHMARYENWLREELEKUSPORY VISPV WAXRPRPY KLIK GHPDQGV |
WKH ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RDUG SOHD¥HSHBHRW WRYWIH QR srREDWH FRPSRQHQWYV DUH EDVHG R
*RYHUQDQFH BWDWHPHQW ZKLFK LV SDUW RI WKLV URERPWMIRBD ® QY BYE 0EOH IRY GwiklY HIWUHPH RSHUDWLQJ FRQG

FRUSRUDWH ZHEVLWH 7KLV VWDWHPHQW DOVR LQFOXGHV WKH GHFODUDWLRQ RI FRQIRUPLW\

SXUVXDQW WR 6HFWLRQ RI WKH *HUPDQ 6WRFN &RUSRUNKWLREOE P 6FNAWRU VHIPHQW DOVR HQFRPSDVVHV DFWLYLW
LGHQWLWLHVY DQG ELRPHWULFV 7KH RIIHULQJ LQFOXGHV

/IREDWLRQV LGHQWLILFDWLRQ DQG XVHU DXWKHQWLFDWLRQ RQ ZHE SRUW

FDSWXUH DQG YHULILFDWLRQ LQ FRQQHFWLRQ ZLWK RIILFLDO
$W WKH HQG RI WKH VHFEXQHW *URXS KDG WKLUWHHQ ORFDWLRQV LQ *HUPDQ\
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LQFOXGHV DXWRPDWHG ERUGHU FRQWURO V\VWHPV WKDW W &VXYBIWIL R BRROV K= YORIGQHHFX U H

IORZ RI' SDVVHQJHUV DW DLUSRUWV DQG RWKHU ERUGHU FBQMIP éﬁ!‘!&l\-’y WV WKH SULPDU\ JHRJUDSKLFDO IRFXV RI

VHEXQHW V L WHUV?DWLR DO VDOHV DFWLYLWLHV FRQFHQW
7KH EXVLQHVV DFWLYLWLHV RI WKH VXEVLGLDULHV 6\V((%§mf_:\j H* *g '5-5 V QVﬁﬁg T_PE\X/LRQV GHIHQVH DQG VSDFF
DUH LQWHJUDWHG LQWR WKH 3XEOLF 6HFWRU VHIPHQW RQJ‘HDCQ&; \}Vﬁ W/%W&WDW?&%&F]WDg%QV?/RH OLGGOH (DVW

WKH VHIPHQW DOVR HQFRPSDVVHV D EURDG VSHFWUXP RI FRQ OWLQJ VHUYLFHV UDQJLQJ

IURP VHFEXULW\ DQDO\WHV NQRZQ DV SHQHWUDWLRQ WHV&?%%\Kﬁ?ﬁPV%é LW\ FRQVXOWLQJ IRU
H[DPSOH IRU VHFXULW\ SROLFLHV DQG WKHLU LPSO H LR R VXSSRUW LQ

FHUWLILFDWLRQ SURFHVVHV 7KH VHFXQHW *URXS GRHV QRW RZQ DQ\ PDQXIDFWXULQJ ID
FUHDWLRQ DQG SURGXFWLRQ RI LWV KDUGZDUH SURGXFWV \
%XVLQHVV VHFWRU ZLGH UDQJH RI PDQXIDFWXULQJ SDUWQHUV 7KLV LQFOXGHV

TKH %XVLOHVY 6HEWRU VHIPHOW DGGUHVVHY wzr ppUNRE FRPSXWHU PDC%XIDFWXUEUV ZKLFK DUH VXEVHTXHQWO\
KHDO\;’VKFDQUH 506 LOGXYWUL Q UNBWYXuhQ WEE FYE¥PYSLIUEFYRYs xFwY PDQXIDFWXUHG WR \
Q Q SDUWLFXODUO\ VHEXULW\ FULWLFDO FRPSRQHQWVY VHEXQH)

*HUPDQ\ RU WKH (XURSHDQ 80QLR KHQ SURFXULQJ VRIWZDU
Q WKH KHDOWKFDUH PDUNHW VHEXQHW WDUIHWY LW\ Y Bl RAGKIEARSUEXLER UYL pbuLor ro RsHo v
Y G IRY
AN

LQFOXGLQJ SK\VLFLDQV KRVSLWDOV DQG SKDUPDFLHV %VI—FR/%'S%[&'HL%V WHS{'%\Q&&DEOH DQG GHSHQGLQJ
SURYLGLQJ YDULRXV FRQQHFWRUV 7KHVH FRQQHFWRU\{, R [h d/\(R WKH

I
WHOHPDWLFV LQIUDVWUXFWXUH 7, DQG SURYLGH LQWHUIDF
HOHFWURQLF SDWLHQW UHFRUG (35 DQG WKH HOHI:WUBQ'I_.|
$GGLWLRQDOO\ WKH FRQQHFWRUV SHUIRUP FUXFLDOO}SIE

HQFU\SWLQJ DQG VLJIQLQJ PHGLFDO GRFXPHQWYV 7KLV HQMXY
DQG SURFHVVLQJ RI VHQVLWLYH KHDOWK GDWD ZLWKLQ GLJLWP(

'LOL

FDWLRQV VXFK DV WKH

WQEW WERL sBRERVFYL8WERRoDU LPSRUWDQFH RQ +
F FVES'%PGQ% WLVF%P%VSWDO VWDQGDUGYV DUH XS
REH é’YJLh(Eb@(\H?A}*\Y\UW LLVWULEXWHYV 7KH FRPSE

X
*\%RHHNﬁQbFDWh%%\b /IDERXU 2UJDQL]DWLRQ

WKHH 81 *ORED\(S))\&RPSDFW VHFXQHW FRF

|§X|5&/§PBD%;\§'&H ZRUNLQJ FRQGLWLRQV

JRU LQGXVWU\ VHFXQHW RIITHUV VROXWLRQV IRU VHFXUH_H
ZDUQLQJ VIVWHPV IRU WKH SUHYHQWLRQ DQG GHWHFWLRQ KLEFDO EXVLQHVV SUDFW!
SDUWLFXODUO\ RQ PDQXIDFWXULQJ FRPSDQLHV ZLWK K[ Sk ERPHOW s HiLoHG LQO WKH &RGH RI &F

&ULWLFDO LQIUDVWUXFWXUHV .5,7,6 DUH DOVR DGGUH\%VM%HM/QQM LL'.J L RWI—LIBQBVDggGDWHG LQ DQG LV EL

IDFLOLWLHV RI YLWDO LPSRUWDQFH WR WKH IXQFWLRQLQIRIMRRFERY FOYCLRY MRV EQ Wt 1 VHEXOHW REOL
HQHUJ\ WUDQVSRUW ZDWHU ILQDQFH DQG LQVXUDQFH YHH 2 v ZLWK SULQFLSOHV RI FROGXFW WR FRPSO

7KLY LV DQ HVVHQWLDO EXLOC

v R
RQO LQ WKHLU VXSSO\ FKDLQ
$V LQ WKH 3XEOLF 6HFWRU VHIJPHQW WKH %XVLQHVV 6HFW8QYU YHORHOW PO VBt RRSRYYE U BV SROVLELOLW LO WKH V)

H
ZLGH UDQJH RI FRQVXOWLQJ VHUYLFHV
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ODQDJHPHQW V\WVWHP DQG NH\ SHUIRUPDQFHLRQ GELO®WSRUNRUPDQFH LQGLFDWRUYV

. 7KH PRVW LPSRUWDQW ILQDQFLDO LQGLFDWRUV IRU FRUS
QWHUQDO "URXS PDQDJHPHQW VAVWHP ILQDQFLDO UHSRUWLQJ DUH UHYHQXH HDUQLQJV EHIRUH LQW
7KH VHFXQHW *URXS DQG VHFXQHW $* DUH PDQDJHG LQ BRRRUWAELBWH fZd W (oeWAKs OB®E HDUQLQJIV EHIRUH LQWHUHVW

WHUP VWUDWHJ\ DQG VKRUW DQG PHGLXP WHUP REMHFWLYEYH VKDWY AR RIRQW L'ORRBB EHIRUH LQWHUHVW LQFRPH L
VKDUHV UHVSRQVLELOLW\ IRU RYHUDOO SODQQLQJ DQG ||BERIPRS QHFHFRPML QR W K YBYRSABWNG HVSHFLDOO\ LO WKH F
REMHFWLYHV ZLWKLQ WKH IUDPHZRUN RI VWUDWHJILF FRUSRWRW Ho®HY WO REHPHRMWY DQG WD[HV ,W SURYLGHV D UHSU}

ZLWKRXW WKH LQIOXHQFH RI HIIHFWV I[URP LQWHUQDWLRQDOC
7KH 0DQDJHPHQW %RDUG SULPDULO\ XVHV ILQDQFLDO PDRBJHRHWBYG (SHIUPRWARR GH Hv

LQGLFDWRUV WR DVVHVV FXUUHQW EXVLQHVV SHUIRUPDQFH DQG PDNH GHFLVLRQV UHJDUGLQJ

IXWXUH VWUDWHJLHV DQG LQYHVWPHQWYV $V SDUW RI WH| DA @ o/ WHB VRPDHERFHYE L FRVRUV DUH UHFRUGHG DG
LQWHUQDO SODQ IRU WKH PHGLXP WHUP DQG D ILQDQFLOQRRY APMM IRYWMEHWIREP LQGINPEXDO VHIPHQWY 7KH\ IRUP
DUH GHYHORSHG ,Q SDUDOOHO D IRUHFDVW IRU WKH FXYREQWN HQHPQE LdPF LW PRQLYDRNIE ¥ OPW NKH VWUDWHILF DQG ¥
SUHSDUHG EDVHG RQ FXUUHQW EXVLQHVV SHUIRUPDQFHRy 7t PP IHPHAMY PARBY B 0G DFTXLVLWLRQ GHFLVLRQV
PRQLWRUV JRDO DFKLHYHPHQW WKURXJK D FRPSDULVRQ RI SODQQHG YHUVXV DFWXDO

UHVXOWYV DQG E\ PHDQV Rl WKH IRUHFDVWYV )XUWKHUPRMH SYRMGHMDWRREUR DEKHHYBRDIHPHOW %RDUG PHPEHUV
WKH VWUDWHJILF WDUJHWV LV UHJXODUO\ UHYLHZHG DQ®pRRBAIWE WD RHEWSRHGR! RKHVKH DFKLHYHPHOW RI V
ODQDJHPHQW %RDUG SHUIRUPDQFH LQGLFDWRUV 7KLV LV GHVFULEHG LQ GHWDLO L

5HSRUW SXUVXDQW WR 6HFWLRQ $SNW*Y
JLQDQFLDO PDQDJHPHQW DQG SHUIRUPDQFH LQGLFDWRUV DUH DOVR XVHG LQ ILQDQFLDO

UHSRUWLQJ $ GHWDLOHG GHVFULSWLRQ RI WKHLU GHYH%W&’H@WlLF@@dVFKLHldeI%l'J_'I-UF#UIBb(bq:HQLQGLFDWRUV
WKH %XVLQHVV 5HSRUW VHFWLRQ
JRU WKH SXUSRVH RI HYDOXDWLQJ HFRQRPLF SHUIRUPDQFH

7KH FRPSDQ\ LV QRW PDQDJHG H[FOXVLYHO\ RQ WKH EDVPFRIWLELBP BRPRELRBwWHYIR EXRRFH LQGLFDWRUV LQ ERWK

DOVR WDNHV LQWR DFFRXQW QRQ ILQDQFLDO SHUIRUPDQHHRPREEPOWRTHIRYWERS 08P kNI xW i) \SUHYLRXVOL PHQWLRQF
DOG FRPSDQ\ VSHFLILF HDUO\ LOGLFDWRUYV SHUIRUPDQFH LQGLFDWRUV DUH RQO\ RI VHFRQGDU\ LPSR
IRUHFDVWYV DUH SURYLGHG IRU WKHVH LQGLFDWRUYV

7KHVH NH\ SHUIRUPDQFH LQGLFDWRUV LQFOXGH LQ SDUW
RSHUDWLQJ H[SHQVHV *URVV SURILW GHULYHG IURP WKH GL
DQG FRVW RI VDOHV VHUYHV DV DQ LQGLFDWRU RI WKH F
2SHUDWLQJ H[SHQVHV FRPSULVH H[SHQGLWXUHV LQFXUUHG
EXVLQHVV RSHUDWLRQV $ GLVWLQFWLRQ LV PDGH EHWZHHQ V
GHYHORSPHQW FRVWV DQG JHQHUDO DGPLQLVWUDWLYH FRVW
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.H\ QRQ ILQDQFLDO SHUIRUPDQFH LQGLFDWRUV 5HVHDUFK DQG GHYHORSPHQW

'Q DGGLWLRQ WR ILQDQFLDO SHUIRUPDQFH LQGLFDWRUV 7 WK AYRPY Y BQYRGRRRBARRE HYWODFWLYLWLHY RI WKH VHFX
QRQ ILQDQFLDO LQGLFDWRUV ZKLFK DUH VHFRQGDU\ WRy WKH HEQBRRLBOp SYRIRERBRIH wWHFKQRORJILFDO WUHQGV
LQGLFDWRUV 7KH FRPSHQVDWLRQ RI WKH 0DQDJHPHQW JHRBEG RHFAH UM LRAGXGOWPoGHG WR RSWLPDOO\ VXSSRU
YDULDEOH FRPSRQHQW WKDW GHSHQGV RQ WKH DFKLHYHPHQMH\R) WRYDWWY IRUREMHWRERHY 7kH IREXV LV RO GH:

QRQ ILQDQFLDO SHUIRUPDQFH LQGLFDWRUV 7KHVH DUH yOULRXY Y& VI(PL BB ERQ) (BFTXLULQJ QHZ FXVWRPHU'
WDUJHWYV ~ XVXDOO\ WKUHH WKDW WKH 6XSHUYLVRU\ #RPYSR SO BEWY LARRAYD FRQGXFWHG ERWK IRU LQWF
FRQQHFWLRQ ~ZLWK VHWWLQJ WKH WDUJHWV 1RU YDOYpREGRH yQEIGERIYE X SRPYFWRPHU SURMHFWY
FRPSHQVDWLRQ ,Q WKHVH LQFOXGHG L LQFUHDVLQJ FXVWRPHU VDWLVIDFWLRQ

FRPSDUHG WR WKH UHIHUHQFH JURXS WKURXJK D 1HW 3@@\%{%{%WLE€§L$@56L§W I

DFKLHYLQJ D FHUWDLQ SHUFHQWDJH Rl ZRPHQ LQ PDQDJHPHQW SRVLWLRQV® ZLWKLQ *WKH
VHFXQHW *URXS DV D WDUJHW IRU SURPRWLQJ ZRPHPWHHYHILIDOPHGYXHESRHY EDVHV LWV LQQRYDWLRQ HITRUWYV
HPLVVLRQV PHDVXUHG LQ WRQV SHU HPSOR\HH

§ 3URPRWLQJ D FXOWXUH RI LQQRYDWLRQ E\ LQFHQWLYL]LQJ G
'"HWDLOHG GHVFULSWLRQV RI WKH DIRUHPHQWLRQHG NH\ PMI¥UHYOPYQDREG +HRMGIRY Y ivkQWHUQDO SURIHVVLRQDO H[F
VHSDUDWH 25HPXQHUDWLRQ 5HSRUW SXUVXDQW WR 6HFWLRd DQ HRUUPVWUXFWXUH IRU NQRZOHGJH PDQDJIHPHQW

§ &RRSHUDWLRQV DQG SDUWQHUVKLSV ZLWK FXVWRPHUV VXS:
6HFWRU DQG FRPSDQ\ VSHFLILF HDUO\ LQGLFDWRWWVRFLDWLRQV WR DFKLHYH VIQHUJLHV LQ UHVHDUFK DQG G

$FFRUGLQJ WR WKH ODQDJHPHQW %RDUG WKH NH\ FRPSDQL Y $hiGLIb I HRYOS SRRIFIYRHHSHUWLVH LQ SURGXFW PDQD

DUH LQFRPLQJ RUGHUV DQG WKH RUGHU ERRN 7KHVH ILIXUHWRY MF&M\QM&RBRLQ?%}&Q\D %Q PDQDJHPHQW WR WKH FU
VHUYH DV DQ LQGLFDWLRQ RI H[SHFWHG FDSDFLW\ XWLOlS]@[}éVGLﬁrQWgV ZHOO DV DQWLFLSDWHG

UHYHQXH DQG HDUQLQJY GHYHORSPHQW

(PSOR\ I WKH VHF |_I|-|W *URXS DUH PHPEHUV RI QXPH

HHV R X Q

JXUWKHUPRUH LQ RUGHU WR JDLQ DQ RYHUYLHZ RI PDUNSWLERBGLWERRY v RBRRITIAHOMYLRO DOG UHIXODWRU\ ERG
FRQWLQXRXVO\ PRQLWRUV DQG DQDO\IHV VWDWLVWLFV DQEHRYET BYMLY R o AR B\ RRBP YHERIJQLWLRO DOQG LPSO
GHYHORSPHQWYV DV ZHOO DV WKH G\QDPLFV RI WKH ,7 DQG ki ¥HEXYHWN EWUNRMMYG EHOLHYHV WKDW WKLV QRW RQO\ IR\

Rl H{ITSHUWLVH EXW DOVR FRQWULEXWHV WR WKH FRQWLQXRX"
LWV RZQ ZRUNIRUFH
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LWV SRVLWLRQ DV WKH PRVW LPSRUWDQW SDUW RI WKH ,7 PI
( FR Q RPLF UHSRUW ZKRVH VSHQGLQJ LQFUHDVHG E\ WR © ELOOLRQ B6RXUFH

, 7 VHEXULW\ PDUNHW
ODFURHFRQRPLF HQYLURQPHQW 7KH HFRQRPLF HQYLURQPHQW IRU FRPSDQLHV LQ WKH F\E}F

"XH WR LWV KLJK VDOHV VKDUH *HUPDQ\ LV WKH PRVW LWRRUWIRQW YBOHWPHDIWWWQRU WEHWKLQ DQ RWKHUZLVH VW
VHFEXQHW *URXS :KLOH WKH JURVV GRPHVWLF SURGXFW URVH RQO\ VOLJKW(
GHFRXSOHG IURP WKH JHQHUDO HFRQRPLF VORZGRZQ DQG
7KH *HUPDQ HFRQRP\ WXUQHG WKH FRUQHU LQ DIWHU JWRR WHDRIVURIHWH FFHK\LWLB @ DRIGF ZDV SULPDULO\ GULYHQ E\ D F
H[SHULHQFHG VOLJKW JURZWK $FFRUGLQJ WR WKH )HGHLIX® DAMFUN LY MWILFIDUH PHIQWH DURVQFUHDVLQJO\ FKDOOHQUJLC
GRPHVWLF SURGXFW *'3 URVH E\ SHUFHQW SULPDQGO\W&KH SWRVVYQEUHBGMPABQG IRU WHFKQRORJLFDO XSJUD:
FRQVXPHU VSHQGLQJ E\ SULYDWH KRXVHKROGV DQG WHKIQWR@GBUDPHRHN ,Q FRQWUDVW
H[SRUWV GHFOLQHG DJDLQ 7KH H[SRUW VHFWRU IDFHG KHDGZLQGV IURP KLJKHU 86

WDULIIV WKH DSSUHFLDWLRQ RI WKH HXUR DQG LQFUHDVAIGVARPENWLWLRR RREFEHADWWDFNV

&\EHUDWWDFNV FRQWL XH WR SRVH D VLJQLILFDQW WKUHDW
7KH LQIODWLRQ UDWH LQ *HUPDQ\ DYHUDJHG LQ 71§ WHY Ly F Bf%v DF,e_.lNV HIWHQGY IDU EH\RQG ILODQF
SUHYLRXV \HDUV WKH ULVH LQ FRQVXPHU SULFHV WKXVFVUV}{R/FLLF%UD-L W >'<*|:Y\H>9u ORVH WR Wk s L wboV SRZHU SOD

WDUJHW YDOXH RI WKH (XURSHDQ &HQWUDO %DQN (&O/Q/\V\';Y/>I<-|WVUHP LJQLILFDQW
SDUWLFXODUO\ LQ WKH VHUYLFHV VHFWRU

7KH EXVLQHVV ULVN SRVHG E\ F\AEHUDWWDFNV ZLOO KDYH UH

WUDQVIRUPLQJ IURP D SXUHO\ WHFKQLFDO ,7 SUREOHP L
6HFWRU VSHFLILF HQYLURQPHQW ULVN ZLWK H[LVWHQWLDO LPSOLFDWLRQV 7KH WKUHDW ODQG

,QIRUPDWLRQ DQG FRPPXQLFDWLRQ WHFKQRORJ\WLXLILFDOWHSWURIHVVLRQDOL]DWLRQ RI DWWDFNHUV ZKR

.0 DGGLWLRQ WR WKH JHQHUDO HFRQRPLF GHYHORsPHGW OL*M'J(?» (;;FWV\/KFFFQ@!C?X U oRXWRPDWHG DQG KLJKO\ SHU

0,
PDUNHW IRU LQIRUPDWLRQ WHFKQRORJ\ DQG WHOHFRPI’ §E(¥ WL (%v IR QJ WR %LWNRP WKH\GDPDJHC
HVVHQWLDO IUDPHZRUN DQG EDVLV IRU FRPSDULVRQ IRURDBYYHP vl RILILFPR% \ ELOOLRQ ODVW HDU UHS
GHYHORSPHQW RI WKH VHFXQHW *URXS FRPSDUH W H YLRXV HDU

C?<

/DVW \HDU VSHQGLQJ RQ LQIRUPDWLRQ WHFKQRORJ\ DJ& \ﬁh ﬁ}fWP%"\é 'S{/HD‘Q’ ODQGVFDSH *HUPDQ FRPSDQL
LQFUHDVHG E\ WR © ELOOLRQ &RQWUDU\ WR WKH ®¥YBEYEY HiER RIbH EY %H' QVH  WUDWHILHV 7KH PRGHUQ E
EXVLQHVV FOLPDWH LQ WKH GLJLWDO HFRQRP\ GHYHORsSHEB RN §% M@\O%W Mf)'l':' QJLLBO MRQXWLRQV: EXW RQ D KR
GHYHORSPHQW ZDV WKH LQIRUPDWLRQ WHFKQRORJ\ ,7 WHB%%WRZ]QLEW ROSERMH X oBPE\FRUSRUDWH FXOWXUH ' $ N
UHOHYDQW IRU WKH VHFXQHW *URXS DQG JUHZ Dw DQ DERYR BYHR ¥ x\tﬁWV\H—lUEK'—WHE XUH ZKHUH DFFRUGLQJ WR W

7KLV PDUNHW HQFRPSDVVHV ,7 KDUGZDUH VRIWzDUH HFHEY, ?’WLHLLJ\(LFQ-RP BRAVYY U WKLQ DQG RXWVLGH WKH QHWZ

VSHQGLQJ vVDZ WKH VWURQJHVW JURZWK LQ WKLV VHIPHQW LQFUHDVLQJ E\ WR °
ELOOLRQ :LWK D ULVLQJ JURZWK UDWH RI ,7 KDUGZDUH DW ° ELOOLRQ PDLQWDLQHG
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,QFUHDVLQJ UHJXODWLRQ 7KH ODQDJHPHQW %RDUG EHOLHYHV WKH FRPSDQ\ LV YHU\

7KH WRSLF RI ,7 VHFXULW\ LV UHFHLYLQJ DGGLWLRQDQ SU¥WDHIH R RAFRH BPYNHWHBSSRUWXQLWLHYV 7R WKLV
UHJXODWLRQ 7KLV FRQWULEXWHY WR F\EHUVHFXULW\ ElﬁPéﬁ' FHERUVWHREYORGY BREHG DRFBXAGLQJI WKH DSSURYDOV
WHFKQLFDO QHFHVVLW\ EXW DV D IXQGDPHQWDO EXVLUQHY IPT‘xEt*ﬁh'E*ﬁSJ SURVHEW PP RUWDQW PLOHVWRQHV 7KF
UHJXODWLRQV DQG LQWHUQDWLRQDO VWDQGDUGVY sURPRWYLYREX wAWHEKTY WRLY RAKE/AX NHKH D gREXFW SRUWIROLR
FRPSHO FRPSDQLHV DQG WKH SXEOLF VHFWRU WR UHJIXBBDUS\YORYIKYVESE d8BsWKkwkHLU

SURWHFWLYH PHDVXUHV
$JDLQVW WKLV EDFNGURS WKH ODQDJHPHQW %RDUG FRQVLGEH

7KH \HDU VDZ WKH IXOO LPSOHPHQWDWLRQ RI WKH g”?/ul,G WBUIE-“#V\‘;BYRI-? DJ?%:H \HI'Z'IQHZHG UHYHQXH JURZWK SURIL
&\EHU 5HVLOLHQFH $FW &5%$ 7KHVH UHJXODWLRQV H[W %JL{/HH\IL—\g(L}ﬁ_QI\RHLlJJIy'F%IEJ HWF@\,:\PNE/R\?V%DQ\ V FRPSHWLWLYHQHVV
WKRXVDQGV RI VPDOO DQG PHGLXP VL]HG HQWHUSUL\/7 I%E Y LW}EB\}VQ%MVESFR LQJ VXVWDLQDEOH JURZWK DQG

SUHYLRXVO\ FRQVLGHUHG FULWLFDO LQIUDVWUXFWXUH R RIPBEHUVHEXULW\ SURYLGHUV WKLV

FRXOG PHDQ LQFUHDVHG GHPDQG IRU FRPSOLDQFH FRQVXOWLQJ DXGLWV DQG WHFK%R

ORJLFDO VROXWLRQV IRU DWWDFEN GHWHFWLRQ &RPsDO LAY VAR EUVIRURHERWR RV R IpKEFXQHW $*

KHDYLO\ WR DYRLG ILQHV DQG HQVXUH WKHLU VXSSO\ FK NHF XGNWOIHQPDQDIHPHQW LV EDVHG RQ WKH NH\ SHUIRUPDC
UHYHQXH (%,7'$ DQG (%,7 7KH FRPSDQ\V ILQDQFLDO SHU

7KHVH UHJXODWRU\ PHDVXUHV PRWLYDWH FRPSDQLHV DQGHRYGHEDOWOQRQY WRH.LGHWHBYRWPRQAH RI WKH HQWLUH JURXS

KHDYLO\ LQ ,7 VHEXULW\ WR VWUHQJWKHQ WKHLU UHVLMHMOFH DJHREXQYVNW GBI Z DD G R KMHHFDWAG WRHDFKLHYH UHYHQXH

FOHDU OHJDO DQFKRULQJ IRVWHUV WUXVW DQG OHDGV WRLOEHREHBRU(W V PHLLYL Q HFRVDHHG DV DQG DQG DQ (%,
DQ LQWHJUDO SDUW RI FRUSRUDWH VWUDWHJ\ DQG
,Q ILQDQFLDO \HDU VHFXQHW $* UHFRUGHG UHYHQXHV RI
%XVLOQHVYVY SHUIRUPDQFH LQ \HDU © PLOOLRQ IRUHFDVW DSSUR[LPDWHO\ ° PLOOLR
(%,7 LQFUHDVHG WR © PLOOLRQ SUHYLRXV \HDU ° PLOO
0, *
AXVLQHVV SHUIRUPDQFH RI WKH VHFEXQHW URXSPLOOLRQ SUHYLRXV \HDU © PLOOLRQ 7KLV UHVXOWHG L
,Q ILQDQFLDO \HDU WKH VHFXQHW *URXS JHQHUDWHGRWMPEHMy UHYMQXH R¥KLOH WKH (%,7'$ PDUJLQ ZDV IRU
PLOOLRQ SUHYLRXV \HDU ° PLOOLRQ IRUHFDVW fxUWRKPOLBRWDOKOY RidS WHHUNVRWYHYHORSPHQWY FDQ EH IRXQ
DQ LQFUHDVH RI (%,7 UHDFKHG © PLOOLRQ FRPSDIHIERUR B QFH RP QAR VIHE MW *URX S
SUHYLRXV \HDU DQ LQFUHDVH RI 7KLV FRUUHVSRQGV WR DQ (%,7 PDUJLQ RI
SUHYLRXV \HDU IRUHFDVW ™ (%,7'$ DOVRKIHQBEH Y B YHBHIQXW WAHBUWRDOVVHVVHY WKH RYHUDOO EXVLQHV\
° PLOOLRQ H[FHHGLQJ WKH SUHYLRXV \HDU V ILJXUH B\« Lo WkWHYLRX¥DBBRUDS \HDU DV JRRG
PLOOLRQ 7KH (%,7'$ PDUJLQ URVH DFFRUGLQJO\ WR FRPSDUHG WR LQ WKH
SUHYLRXV \HDU IRUHFDVW ™ $V LQ SUHYLRXV \HDUV EXVLQHVV

GHYHORSPHQW LQ ZDV DOVR FKDUDFWHUL]JHG E\ D FOHDU VHDVRQDOLW\
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5HVXOWV Rl RSHUDWLRQV 7KH UHPDLQLQJ Rl *URXS UHYHQXH ZDV DWWULEXWDEOH
VHIJPHQW SUHYLRXV \HDU 7KLV VHJPHQW VHUYHV WZR F
SHVXOWYV RI RSHUDWLRQV RI WKH *URXS VHFWRU KHDOWKFDUH DQG LQGXVWU\ ,Q ILQDQFLDO \HDU

7KH VWDWHPHQW RI SURILW RU ORVV IRU WKH VHFXQHWHQRXBWHGHYPDUYHBXMFRRUGLQFP WOFOLRQ DOVR UHSUHVHQWL(
,)56 DV DSSOLFDEOH LQ WKH (8 LV SUHSDUHG XVLQJ WKH RREFRWIKRGWY B WKPHWKRG RXV \HDU ° PLOOLRQ

,QFRPLQJ RUGHUV DQG RUGHU ERRN 7KH VHFXQHW *URXS UHFRUGHG SRVLWLYH JURZWK LQ ERWK V

*
,QFRPLQJ RUGHUV LQFUHDVHG E\ DSSUR[LPDWHO\ WRLQWSUPQ_E))%IL%%/DP(%SI{ LDQj_‘:VL\béQ lLQHDYQLFRLXDVO \\HHDDUU WR O’Q HPULPC
\HDU SUHYLRXV \HDU ° PLOOLRQ 7KLV LV SULPDULO\ EﬁﬁWULEX |'D RL%KVM é_lXI:S(yLF

6HFWRU VHIJPHQW ZKLFK VDZ VLJQLILFDQW JURZWK SDUM%&%@HB
Vv

B 58 WGP | R R FRYGFRRO O VHFEXQHW JHQHUDV
@ F OLRQ

$vV D UHVXOW WKH RUGHU ERRN DV RI 'HFHPEHU FRPS V\f§ UHDR)/ LQ WKH SUHYLRXV \HDU UHSUHV
DSSUR[LPDWHO\ WR ©° PLOOLRQ H[FHHGLQJ WKH SUI?|$ER\A/6QQ|BURV h%WﬁH%%\%NRIQIDO EXVLQHVV LQ WRWDO UHYH
0 PLOOLRQ 7KH RUGHU ERRN PDLQO\ FRPSULVHV RUGI—?L?\?LfB{? QWI'E'(S)L\F VHFWRU FOLHQWYV

DV ZHOO DV RUGHUV IRU ILQDQFLDO \HDU DQG VXEVHTXHQW \HDUYV

7KH LQFUHDVH LQ *URXS VDOHV UHYHQXH UHVXOWHG IURP |

*
6DOHYV UHYHQXH SHUIRUPDQFH LQFUHDVHG SULFHV 6LQFH WKH VHFXQHW *URXS RSHUDWHYV

. FXUUHQF\ HIIHFWV ZHUH OQHJOLJLEOH 5HYHQXH IURP SURN
,Q ILQDQFLDO \HDU WKH VHFXQHW *URXS UHFREEHEPY\POHMNHERUHR¥BLIROW UHPDLQHG DW D ORZ OHYHO R
o P I@GRQ HSUMVHOAQ) DQ IQFLHDVH RI FRP SDUHG VR KH SUVRXV\HDU — \ipy ©  PLOOLR
o PLOOLRQ 3URGXFW VDOHV HQFRPSDVVLQJ KDUGZDUH VRIWZDUH PDLQWHQDQFH
DQG VXSSRUW JHQHUDWHG D WRWDO RI ° PLOOLRQ LQpUbiHRYHs KR IR QPREERC \HDU
SUHYIRXV\ HDU © P IGRQ 5HYHOXH I IRP \HWIEH EIQ GHFTDHG VR © PO L 0bOFLDO \HDU WKH VHEXOHW *URXS JHOHUDWHC
OLRQ LQ SUHYLRXV \HDU ° PLOOLROQ Q 1LQDQ Q Q
P IGRQZ VK D J IRWP DU IQRI SUHYIRXV\ HDU 7KLV IHSUAVHOW
7KH VHEXQHW *URXS V EXVLQHVV IRFXV UHPDLQHG RQ IHBRUSSFIOTVMINV R "ok BBHRCp &Y FRPSDUHG WR WKH !
R VOOHV YROXP
LOQWHUQDWLRQDO JRYHUQPHQW LQVWLWXWLRQV DQG cHHdVHFR FEFFHYRE RSP WRH
*URXS V UHYHOXH LQ ILQDQFLDO \HDU ZDV DWWULEXWDEOH WR WKLV WDUJHW JURXS
SUHYLRXV \HDU 7KH 3XEOLE 6HEWRU VHJIPHOW zKEEY R MPRPFMEY AR WE W KA W RYW VLIQLILEDQW FRVW LWHP L
JHQHUDWHG UHYHQXH RI © PLOOLRQ LQ WKH UHSRU\'/:VRh §UéMU\L/Rc\PVu 'é\Fuﬁfiﬁ R QWHVQ ED\F’VHHUDL\'/DS Fg\VWV DlQSPSOH
LQFUHDVH RI FRPSDUHG WR WKH SUHYLRXV \HDU ° UHPRIERY 'EWULg YWYRR PO QFU G U \
\HDUV WKH VXFFHVVIXO SURGXEW EXVLQHVV ZLWK WKH 6,18 rSPEERQw WS Yok FAH RV LKRY PW D VLPLODU UDWH WR UH

FH 6SDFH GLYLVLRQ L
't &g\gg ®BBY éﬁ'@&“z‘ﬁ’%f KLJK-OOLRQ LQ SUHYI

SDUWLFXODU ZDV DEOH WR LQFUHDVH LWV VKDUH RI WKHRY !
GRXEOH GLJLW JURZWK UDWHV FRQWULEXWLQJ DSSUR[LPDWH k%% w L g [PQVLRQ RI VDOHV DFWL
UHYHQXH IRU WKH \HDU $ VLPLODUO\ SRVLWLYH c\QDBIFTUUVOUR YO HE W f UHDVHG TURP WR WKH F
+RPHODQG 6HFXULW\ GLYLVLRQ ZKLOH WKH 3XEOLF $XWKRULWLHV GLYLVLRQ ZDV

LPSDFWHG E\ WKH SURORQJHG GHOD\ LQ WKH IHGHUDO ENSTHREPLALYWHP WA XH %’E@Wﬂ"éa w PLOOLRQ 7KH LG
VKRZHG VWURQJHU JURZWK DJDLQ WRZDUGV WKH HQG RI WkH {HDWPUYHCG WR WKH SUHYLRXV \HDU ° PLOOLRQ LV D

GULYHU RI UHYHQXH JURZWK :LWKLQ WKLV VHIPHQW WKH 'HLHJ_QB( DF
6P R
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SHUVRQQHO DQG PDWHULDO FRVWV LQ PDQDJHPHQW DQGQDIGP®DIAVDODWDYH GHSDKWRHEOWYHW *URXS DFKLI67HG HDUQG
7KH UDWLR Rl DGPLQLVWUDWLYH H[SHQVHV WR VDOHV RHYHQ ¥H OGH.RUWH DARPG PLRHEH WIRWH O\ PLOOLRQ LQ WKH SUHYLR
IURP LQ WKH SUHYLRXV \HDU WR LQ WKH UHSRUWLQDWHUIE®P&VHG RQ WKH *URXS V HDUQLQJV EHIRUH WD[HV ZDV
SUHYLRXV \HDU

5HVHDUFK DQG GHYHORSPHQWHARM@&LWXUHV UHODWHG WR LQ KRXVH UHVHDUFK

DQG GHYHORSPHQW IRU QHZ SURGXFWV WRWDOHG ° MM MLRUHVYROW WKHY VREX QHBVU FURROVSR OULKEARAHGH GQ DRI LQFR P
0 PLOOLRQ 7KHVH H[SHQGLWXUHV ZHUH LQFXUUHG °LQ FERDFRAFIDIHE (R ° Z L WPKARQMUWKHBKHYIRXV\ HDU 2 | iKY © P LORQ
SURMHFWYV ZKLFK DUH H[SODLQHG LQ PRUH GHWDLO LQZD\K D WMWY HEXWHEWH WRHFWH R/KD UKKROGHUV RI VHFXQHW $*
UDWLR Rl UHVHDUFK DQG GHYHORSPHQW FRVWVY WR VDOHXKUBWMHQR®G ERYWURFRPGD ULB® MMRHVWY DPRXQWHG WR °  PL(

LQ WKH SUHYLRXV \HDU ° PLOOLRQ WR PLQRULW\ VKDUHKROGHUV Rl VHFXVWDFN *
HDUQLQJV SHU VKDUH DPRXQWHG WR ° FRPSDUHG WR ° L

'XH WR WKH GHYHORSPHQWV GHVFULEHG WKH(¥HARIQHW *URXS JHQHUDWHG

? P 1aRQ 1Q ViKH 11QDQFIDO HDU 7KLY FRUHVSRQGVVR DQ (%7 P DUIQRI Q 5HVXOWV RI RSHUDWLRQV RI VHFXQHW $*

WKH SUHYLRXV \HDU WKH VHFXQHW *URXS DFKLHYHG (%’?koNOKH dad'8)96'8QLWPD%D\9\71/LDQIVHPHQWV RI VHEXQHW $* LVV

RI &RPPHUFLDO &RGH +*% WKH SURILW DQG ORVV VWDWHPHQ'

DWXUH RI HISHOVH PHWKRG
7KH 3XEOLF 6HFWRU VHIJPHQW UHFRUGHG DQ (%,7 RI ° Q PLOOLRQ L[Q ILQDQFLDO \HDU

FRPSDUHG WR ° PLOOLRQ LQ WKH SUHYLRXV \H,[bUILb'B%F(yﬁﬁ%LQHHIle 6HFWI-PN1—JXQI-M/|DC$HVJIHJQMFHIQWHHG PLOOLRQ
VHIPHQW DFKLHYHG DQ (%,7 RI ° PLOOLRQ I:RPSDUHI(—SRWéQDUOHG WLROQLRQPE80W§5 LQ WKH SUHYLRXV \HDU DQG DSS

SUHYLRXV AHDU LQ WKH IRUHFDVW 7KH UHYHQXH LQFUHDVH LV DWWULEXWDEQG

WHUHVW LQHRPPHQHG HJOLJLEOH L 0 PLOOLIZ?LWKIS_SHWEH *VUR>I-(|S 2WKHU RSHUDWLQJ LQFRPH DPRXQWHG W
Q Q Q Q Q W% 0 ngéLRb q_Lb WKH SUHYLRXV \HDU 7KLV LQFOXGHC

o H)H( o o
PUORQ  QMHWH]S DP RXQMG R PUGRQ FRP SDUHG R P10 FRPS VDWLRQ SD\P V. LOFRPH IURP WKH UHYHUVDO RI

OLRQ LQ WKH SUHYLRXV \HDU 7KH GHFUHDVH LV PDLQO\ Pcﬁ"ﬁ’iﬁ@% &V\é%%gn\wﬁ\%vq I\{{Vﬁ WRYQPWLRBUN Lo SURIJUHVY DQ
el

WKH LQWHUHVW DFFUXDO RQ WKH HDUQ RXW OLDELOL\O(/\Q OZKLEEOBIBQQLpdz 5 L[5.8V\V|_IT|HlIJ-|VW FRPSDUHG WR DQ LG
HISHQVHV RQ D RQH RII EDVLV LQ WKH SUHYLRXV \HDU WKH SUHYLRXV \HDU GXH WR SUH SURGXFWLRQ DQG GHOLYHUL

(%,7'$SLQFUHDVHG E\ WR ® PLOOLRQ LQ ILQDQFLDO dHRY y 1 p o RM B R '\"PY% | 00LRO GXH WR LQFUHDVHG VDOHV
0 PLOOLRQ 7KLV LQFUHDVH LV SULPDULO\ DWWULEX\A\/DEolyLeg/(gzl_EL%V\LN(Pl§,\ﬂd| FR M ORE Y NG HRERAD VHG WR o PLOC

FRXSOHG ZLWK ULVLQJ UHYHQXHV 'HSUHFLDWLRQ URV%XVMRWOR ZRP 9 IEQ j’@RM'K_' DS V\jHQHUDO ZDJH DGMXVWPHQ
ILQDQFLDO \HDU FRPSDUHG WR ° PLOOLRQ LQ WKH SIyL'—bYd'IBFz( L\5| KH7§ %h%F)&J\ﬂ\[hv LV
Q

PDLQO\ GXH WR DQ XQVFKHGXOHG ZULWH GRZQ RI WKH 6\W(OHYHQ ‘EUDQG LQ WKH SDVW
ILQDQFLDO \HDU
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'HSUHFLDWRIRQURSHUW\ SODQW DQG HTXLSPHQW DQG DPRUWIDRYERD B SRWPRWERQ (%'G QHW DVVHWV
DVVHWYV UHPDLQHG VOLJKWO\ EHORZ WKH SUHYLRXV \HDU D PLOOLRQ LQ ILQDQFLDO

° PLOOLRQ 7KLV UHVXOWHG SULPDULO\ IURP WKH §RRPIQF vDIY BPFHUMW LD PR 65Q@HW DVVHWYV RI WKH *UR?
HTXLSPHQW ZLWK RIILFH HTXLSPHQW DQG ,7 LQIUDVWUKIMNQOIF LBDL QW DWHH HRMMR RI WKH VHFXQHW *URXS DUH SLU
FRPSRQHQWYV 2WKHU RSHUDWLQJ H[SHQVHV LQFUHDVHG WHs °pv BE86OLROEORPS® WHH WR
o PLOOLRQ LQ WKH SUHYLRXV \HDU 7KLV LQFUHDVH UHVXOWHG IURP YDULRXV FRVW LWHPYV

LQFOXGLQJ RIILFH UHQW DGYHUWLVLQJ H[SHQVHV HPSORYE H DSH QD 6WMY URR @ X UK LFOH

HISHQVHYV 7KH VHFXQHW *URXS V. WRWDO DVVHWV DV RI 'HFHPEHU
P AR % \H RI FRP SDUHGWR' HFHP EHU
(%,7'$DW VHFXQHW $* LQFUHDVHG E\ IURP © PLOOLRQOWR OPLOBII'_Q VVHW VLGH WKLV LQFUHDVH ZDV
SULPDULO\ GXH WR LQFUHDVHG VDOHV YROXPH FRPELQH%%MWRL BBIV%¥WL#)E)WX##XLYDOHQWV 2Q WKH OLDE]
IQ- FLDO SRVLWLR HTXLW\ DPRXQWHG WR ° PLOOLR
VHEXQHW (8¢, ¥IRU WKH ILQDQFLDO \HDU ZDV VLJQLJL &Béﬁl':HV\}‘bP VR © P IGRQ ' HFHP EHU
o o
P LGRQWDQIQVKH SUHVIRXV\ HDU PURQ ° PI.(ORQ 7KH HTXIW WDMR GHFUHDVHG M) KVID VR DVRI ' HFHP EHU
SUHYLRXV \HDU ZKLOH WKH GHEW UDWLR LQFUHCL
7TKHLQDQFLDO URMWXOW ZDV ° PLOOLRQ SULPDULO\ G)ngHWB W\IjH 'D%LWLDO
DEVRUSWLRQ RI ORVVHV XQGHU WKH SURILW DQG ORVV WUDQVIHU DJUHHPHQW ($9 zZLWK

6\V(OHYHQ iPEJ' DQ H[WUDRUGLQDU\ ZULWH GRZQ RI © \?LRQ%IBIQ RIQSW&\NLY)'SD&’S'\MHL%KRUW WHUP ORDQV DQG WKH |
6\V(OHYHQ *PE+ DQG D UHYHUVDO RI D SUHYLRXV LPS PO B R Vv KUWHFXQHW, R0 FRPSDUHG WR °  PLOOL

, QWHUQDWLRQDO *PE+ IRUPHUO\ ILQDOO\ VDIH *PE+ )WéB‘Q%%'éHL H-HDJLI!?LBJSUIB)UVWQmIVV RSHUDWLRQV DQG OQH

o
PLOOLRQ KDG EHHQ DFKLHYHG LOQYHVWPHQWY GXULQJ WKH UHSRUWLQJ SHULRG ZDV SULPDL

FDVK IORZ
(DUQLQJV EHIRU(% Y"WDKKV UHDFKHG ° PLOOLRQ FRPSDUHG WR ° PLOOLRQ

LQ WKH SUHYLRXV \HDU

$IWHU GHGXFWLQJ LQFRPH WD[HV RI ° PLOOLRQ SUHYLRXV \HDU ° PLOOLRQ DQG
RWKHU WD[HV RI ° PLOOLRQ SUHYLRXV UHDVW LOFRAFPHOOLRQ WKH
GHFUHDVHG WR ° PLOOLRQ FRPSDUHG WR ° PLOOLRQ LQ WKH SUHYLRXV \HDU
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6WDWHPHQW RI ILQDQFLDO SRVLWLRQ RI WKH VHFXQHW *URK¥VBWVMywyv

LQ HXURYV

&XUUHQW DVVHWYV

&DVK DQG FDVK HTXLYDOHQWYV

7UDGH UHFHLYDEOHYV

JLODQFLDO DVVHWYV IURP DIILOLDWHG FRPSDQLHV

&RQWUDFW DVVHW

JQYHQWRULHV

2WKHU FXUUHQW DVVHWYV

,QFRPH WD[ UHFHLYDEOHYV

&XUUHQW DVVHWV WRWDO

1RQ FXUUHQW DVVHWYV

3URSHUW\ SODQW DQG HTXLSPHQW

5LJKW RI XVH DVVHWYV

,QWDQJLEOH DVVHWYV

*RRGZLOO

1RQ FXUUHQW ILQDQFLDO DVVHWYV

'"HIHUUHG WD[HV

2WKHU QRQ FXUUHQW DVVHWYV

7TRWDO QRQ FXUUHQW DVVHWV

7TRWDO DVVHWYV

7KH DVVHW VLGH RI WKH FRQVROLGDWHG VWDWHPHQW RI1 ILQD
DVVHWYV RI ©° PLOOLRQ DV RI '"HFHPEHU UHSUHVHQ
FRPSDUHG WR ° PLOOLRQ RQ WKH SUHYLRXV \HDU V GD

&DVK DQG FDVK HTXLYDOHQMWR/°LQFPHDOHEBQ GXH WR FDVK LQI
RSHUDWLQJ DFWLYLWLHV FRPSDUHG WR ° PLOOLRQ DW WK
\HDU 7KLV ZDV RIIVHW E\ LQYHVWPHQWY LQ LQWDQJLEOH DV\
HTXLSPHQW DV ZHOO DV GLYLGHQG SD\PHQWV

'XH WR UHYHQXHIBBREWXEOHYV IURP GHOLYHUL®G VUMD WE UY RPH
° PLOOLRQ RQ 'HFHPEHU WR © PLOOLRQ DV RI WK
GDWH

$W WKH HQG RI VOKYHH QMWBRULHY PLOOLRQ ZHUH FDUULHG IRUZI
QHZ ILQDQFLDO \HDU 'HFHPEHU ° PLOOLRQ 7KLV |
GXH WR WKH JHQHUDOO\ KLIJKHU VDOHVY OHYHO

7TKHFRQWUDFW DDAWHRNV'HFHPEHU DPRXQWHG WR °

FRPSDUHG WR ° PLOOLRQ RQ WKH VDPH GDWH RI WKH SUHY
UHSUHVHQW VHUYLFHV DOUHDG\ UHQGHUHG XQGHU FRQWUDEF
ZKLFK QR XQFRQGLWLRQDO FODLP IRU SD\PHQW KDV \HW DULV

S5HFHLYDEOHV IURP LQHFRPRIXQYWHIE WR ° PLOOLRQ DW WKH UH
FRPSDUHG WR ° PLOOLRQ DW WKH VDPH GDWH RI WKH SUHYL
SULPDULO\ GXH WR KLJKHU DGYDQFH WD[ SD\PHQWYV GXULQJ W

1RQ FXUUHQW WWRWHDNOWMH G ° PLOOLRQ DV RI '"HFHPEHU
FRPSDUHG WR WKH SUHYLRXV \HDU ° PLOOLRQ

*RRGZLWMPDLQHG XQFKDQJHG IURP WKH SUHYLRXV \HDU |
,QWDQJLEOH GBMFUMNVHG WR ° PLOOLRQ LQ WKH ILQDQFLDO
0 PLOOLRQ DW WKH VDPH WLPH RI WKH SUHYLRXV \HDU 7K
H[WUDRUGLQDU\ ZULWH GRZQ RI WKBURSHDWMYHSOEQWQGDQ
HTXLSPH@WQVLVWLQJ PDLQO\ RI RIILFH HTXLSPHQW DQG ,7 LQ
VOLJKWO\ WR © PLOOLRQ FRPSDUHG WR ° PLOOLRQ LQ Wi
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S5LIKWV RI PPRXQWLQJ WR ° PLOOLRQ 'HFHPEHU 6WDWHPHOWORRQRQDQFLDO SRVLWLRQ RI WKH VHFXQHW *URXS O
GHFUHDVHG FRPSDUHG WR WKH SUHYLRXV \HDU SULPDULOY GXH WR D ORZHU QXPEHU RI

QHZ OHDVH DJUHHPHQWY IRU EXLOGLQJV RIILFHV DQG FL%R'§LPRQ\ FDUV UHODWLYH WR OHDVH
SD\PHQWV 7KH FRUUHVSRQGLQJ LWHP RQ WKH OLDELOLWLHV VLGH LV OHDVH OLDELOLW

1RQ FXUUHQW OLDELOLWLHYV
&XUUHQW DQG QRQ FXUUHQW LRQWKHDYV DE VKRV ° PLOOLRQHn A BeRiwiny

"HFHPEHU 0 PLOOLRQ 7KHVH FRQVLVW PDLQO\ R RWKHY LY BEQHY WURP
VXSSOLHUV DGYDQFH SD\PHQWV IRU WUDYHO H[SHQVHM—&&HQ%MQMV—MA—WU—
VHUYLFHV DQG RWKHU UHFHLYDEOHYV HIHUUHG WD[HV

3HQVLRQ SURYLVLRQV

'"HEW DQG HTXLW\ 2WKHU SURYLVLRQV

2Q WKH OLDELBXWUHW IOG B RVGILWRHY PLOOLRQ DV Rl '$RRMWPEHNJOLDELOLWLHYV
FRPSDUHG WR ° PLOOLRQ LQ WKH GRE YLXRIMM QWM o gMQ@UHQW OLDELOLWLHYV

OLDELQKQNFIUHHMOVHG IURP © PLOOLRQ WR ©° PLOOLRQ 3V RT WKH UHSRUWLQJ GDWH

VKRUW WHUP ORDQV DQG WKH FXUUHQW SRUWLRQ RI QRQW\WHUP ORDQV DPRXQWHG
°  PIORQ WHP DIQQ) HWHQAD® WDEGI FRP SDIHG VR WH SUHYIRXV \HDUV  sxEVFULEHG FDSLWDO
UHSRUWLQJ GDWH ° PLOOLRQ

&DSLWDO UHVHUYHYV

2WKHU UHVHUYHV
6WDWHPHQW RI ILQDQFLDO SRVLWLRQ RI WKH VHFXQHW *UR/‘éE OLD%LOLW

EH-V
HDUQLQJV
(TXLW\ DWWULEX E
FRPSDQ\

OH WR WKH VKDUHKROGHUV RI WKH SDUHQW
LQ HXURV

1RQ FRQWUROOLQJ LQWHUHVWYV
&XUUHQW OLDELOLWLHV

7UDGH SD\DEOHYV 7TRWDO HTXLW\

/LDELOLWLHYVY WR DIILOLDWHG FRPSDQLHV 7RWDO OLDELOLWLHYV

/HDVH OLDELOLWLHV

6KRUW WHUP ORDQV DQG FXUUHQW SRUWLRQ RI ORQJ WHUP ORDQV

2WKHU SURYLVLRQV $JDLQVW WKH EDFNGURS Rl FRQWLQXHGWURGMW IS L\QDEIHRAH V U H
_QFRPH WD[ OLDELOLWLHYV LQFUHDVHG E\ DV RI WKH UHSRUWLQJ GDWH 7KH\ UHDHF
2WKHU FXUUHQW OLDELOLWLHV '"HFHPEHU FRPSDUHG WR © PLOOLRQ LQ WKH SUHYLRX

&RQWUDFW OLDELOLWLHV

/HDVH OLDEDORWOQMAMG WR ° PLOOLRQ DV RI WKH UHSRUWLQ.
7RWDO FXUUHQW OLDELOLWLHV 0 PLOOLRQ LQ WKH SUHYLRXV \HDU 7KHVH OLDELOLWLHV

DJUHHPHQWYV IRU EXLOGLQJV RIILFHVY DQG FRPSDQ\ FDUV 2
OLDELOLWLHYV DUH RIIVHW E\ WKH FRUUHVSRQGLQJ ULJKW RI X
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&RQWUDFW OLDRIFUIMIVHNG WR ° PLOOLRQ DV Rl '"HERBFNKHWRZ DQG OLTXLGLW\

'"HFHPEHU ° PLOOLRQ DQG LQFOXGHG FXVWRPIhU| IREYPR DD SRDRHQWVYWKH VHFXQ HW VU RXSZ Ul RRURSSHHEU DW L G
WKDW ZLOO EH UHFRJQL]JHG DV UHYHQXH DIWHU WKH UHSRWWL @ P WIBLIEEK FWHA WHHRWEN HQWY D VOLIKW LQFUI
WUDQVDFWLRQV LQ ZKLFK VHFXQHW JHQHUDWHYV DGYD QR 50 \R%R Wb BUo UHFHINGIREREXW OHVV WKDQ WKH RYHUDO

SD\PHQWV IRU IXWXUH GHOLYHULHV RU VHUYLFHV GXH W@ B8¥PM3-u\HRAUp AR QVEKQDRETTH DR KLIKHU WD[ SD\PHOQWV U
VXSSRUW FRQWUDFWYV DQG H[WHQGHG ZDUUDQWLHV 7KH tREVREVEDWHEYERILEERMWWULEXWDEOH

WR JURZWK LQ WKH SURGXFW EXVLQHVYV

&DVK IORZ IURP LQYHVWLQP ROFQMMGWWRY © PLOOLRQ LQ WKH
‘XH WR LQFUHDVLQJ GUDZGRZQV IURP SHQVLRQ SD\PHQWYLRWKNUHQEZR¥DBWRLENWRZ WKH SULRU \HDU V ILIXUH ©°
UHGXFWLRQ LQ SHQVLRQ SURYLVLRQV $V RI "HFHPEHU sy ppuL WK DWRAREXWHE OMRWR WKH DEVHQFH RI WKH HDUQ R:

® PIORQFRP SDIHGWR® P IWRQRQVKH SIHYIRXV\ HDUVGDWA GXH LQ IURP WKH DFTXLVLWLRQ RI 6\V(OHYHQ *PE+ §
LQYHVWPHQWYV LQ FDSLWDOL]DEOH VRIWZDUH GHFUHDVHG QRYV
2WKHU SURYLMVQRQNDVHG WR ° PLOOLRQ DV RI WKH UHSRUWLQJ GDWH
" HFHP EHU ? PIAORQ 7KWV IQFUIHDVH UHVXBG SUP DUO IURP \KH FUH 7KHFDVK IORZ IURP ILQDQFLQJRIDFWLYLRMHVLRQ SUHYLRXV
DWLRQ RI SURYLVLRQV IRU YDULDEOH FRPSHQVDWLRQ F R PSR Q@Y YnRioiids T4 BRVWULRMERG SD\P HOWRI © P IGRQ SUHYIRXV
\HDU ° PLOOLRQ DQG UHSD\PHQWV RI OHDVH OLDELOLWL
2WKHXUUHQW OLDRBIFUHDMHG WR ° PLOOLRQ DV RI Wh U HSRPWEEJ RGDWH

FRPSDUHG WR ° PLOOLRQ LQ WKH SUHYLRXV \HDU 2WKHU ORQJ WHUP OLDELOLWLHV RQ WKH

RWKHU KDQG UHPDLQHG YLUWXDOO\ XQFKDQJHG DW ° iPd@RER®I LRk W Kb AR DRIF W@ WHAWD Q DROAVLO O QEDRDVK HTXLYE
FRPSDUHG WR ° PLOOLRQ DW WKH VDPH GDWH LQ WKH SHBRXGWY SHRHE o PLOOLRQ FRPSDUHG WR © PLOOLRQ LOQ

DQG FDVK HTXLYDOHQWV WRWDOHG ° PLOOLRQ DV RI 'HFHP
‘HIHUUW®[ OLDEIGHMIHDVHG WR ¢ PLOOLRQ FRPSDUHG WRFHHGPHI KRR MY WUIH IRU WKH SUHYLRXV \HDU © PLOOLT

SUHYLRXV \HDU 7KHVH OLDELOLWLHV SULPDULO\ LQFOXGHS oGt Bt Hof LW DG LALD BHEXWHHY kBDYLY LIEH G LW IDFLOLW\ R|
IURP LQWDQJLEOH DVVHWY LQ FRQQHFWLRQ ZLWK WKH DFTXLVLWLRQ RI 6\V(OHYHQ *PE+ LQ

JLQDQFLDO SRVLWLRQ DQG QHW DVVHWVY RI VHFXQHW

JKIHTXLVRI WKH VHEXOHW *URXS LQFUHDVHG IURP © (7KH ILQDQFLDO _VWDWHPHQWV RI VHEXQHW $* ZHUH SUHSDL
UHSRUWLOJ GDWH WR © PLOOLRQ DV Rl "HEHPEHU *HUPDQ FRPPHUFLDO ODZ 7KH DFFRXQWLQJ WUHDWPHQW LQ |
WKH LQFUHDVH LO UHWDLOHG HDUQLQJV ZKLFK URVH 1u.Rl VHFXQHW $* GLIIHUV IURP WKDW RI WKH VHFXQHW *URXS

+RZHYHU UHODWLYH WR WRWDO DVVHWV WKH HTXLw\ ZLWK )56 DV DSSOLFDEOH LQ WKH (8 SULPDULO\ LQ WKH D
"HFHPEHU PDLQO\ DWWULEXWDEOH WR WKH LQ'.*E'.*.':,Y,'?.EQE\CJ—.Q\!'iQ,V\(FEL.J.':,H,V SHQVLRQ SURYLVLRQV DQG GH



NDONIHPHQW 5HSR AW

*RRGZLOO LV DOVR DFFRXQWHG IRU GLIIHUHQWO\ 8QGH!&XUUHQW LQFUHDVHG WR ° PLOOLRQ DV RI '"HFHPEHU
+*% LW LV DPRUWL]JHG RQ D VWUDLJKW OLQH EDVLV D ULVH RI FRPSDUHG WR WKH SUHYLRXV \HDU ° PLC
DPRUWL]HG EXW WHVWHG IRU LPSDLUPHQW UHVXOWHG SULPDULO'FDVK DQG FDVK HT WR ° PLOOLRQ GXH
WR FDVK LQIORZV IURP RSHUDWLQJ DFWLYLWLHVY 'HFHPEHU
%DODQFH VKHHW VHFXQHW $* DVVHWV S5HFHLYDEOHV DQG R' URVH WR ° PLOOLRQ 'HFHPEHU
° PIORQ $ NH\ WHDWRQ IRUVKLY IV ViKH IQFUHDVHG \D®N YRGP H $VWIKH \DP H
Lo HxURY WLPH LQYHQWRULHV LQFUHDVHG IURP ©° PLOOLRQ LQ WKH S
DV RI '"THFHPEHU 7KH UHDVRQV IRU WKHVH GHYHORSPHQ
$ )JL[HG DVVHWYV WR WKRVH ZLWKLQ WKH *URXS

,QWDQJLEOH DVVHWYV

T3URSHUW! SODQW DQG HTXLSPHQW 3UHSDLG H[SHQVHV DQG DF DPRXQWHG WR ° PLOOLRQ 'HFHF

° PLOOLRQ PDLQO\ GXH WR DGYDQFH SD\PHQWYV IRU SL

J)LQDRFVBWY SDUW RI FXVWRPHU SURMHFWYV

7RWDO IL[HG DVVHWV

%DODQFH VKHHW VHFXQHW $* OLDELOLWLHV

% &XUUHQW DVVHWV

,, QYHQWRULHYV
Q Q LQ HXURV

5HFHLYDEOHV DQG RWKHU DVVHWYV

&DVK RQ KDQG DQG EDODQFHV ZLWK FUHGLW LQVWLYV $ (TXLW\

7TRWDO FXUUHQW DVVHWYV 6XEVFULEHG FDSLWDO

1RPLQDO YDOXH RI WUHDVXU\ VKDUHV
& 3UHSDLG H[SHQVHV DQG DFFUXHG LQFRPH . VVXHG FDSLWDO

7RWDO DVVHWYV ,, &DSLWDOVUHVHUYH

5HWDLQHG HDUQLQJV

7TKIWRWDO Rl VHFXQHW $* LQFUHDVHG WR ° PLOOLR 2WKHU UHWDLQHG HDUQLQJV
FRPSDUHG WR ° PLOOLRQ DV RI '"HFHPEHU 9 1HW DFFXPXODWHG SURILW

WKH EDODQFIL[HG DV GHFUHDVHG IURP © PLOOLRQ LQ \A'7'§'\7\'IDQO"|J—JF\H_\52\XV \HDU

WR © PLOOLRQ DV RI '"HFH)LQDQFLDO DPRXQWHG WR ©

PLOOLRQ 'HFHPEHU ° PLOOLRQ DQG FRPSUL)Y,

FRPSDQLHY DQG LQ3URSHUW\ SODQW DQ DPRXQWHG WR

PLOOLRQ SUHYLRXV \HDU ©° PLOOLRQ 'XH LOQWDQJHES ¢ /I DELOLWLHV

DVVIt GHFUHDVHG WR ° PLOOLRQ 'HFHPEHU ° Pl

BURYLVLRQV

'"HIHUUHG LQFRPH DQG DFFUXHG H[SHQVHV

7RWDO OLDELOLWLHYV
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$V Rl 'HFHPEHU VHEXQHW $* V HTXd PLOOQWEB SWRR\H H V
FRPSDUHG WR ° PLOOLRQ LQ WKH SUHYLRXV \HDU
$V RI '"HFHPEHU WKH VHFXQHW *URXS HPSOR\HG
3URYLV DPRXQWHG WR ° PLOOLRQ DV RI WKH UHSRUWLS&RRETRYHE Go WRp VHiH RHUBHY LRXV \HDU SHUPDQHQW VWD
'"HFHPEHU DQG PDLQO\ FRPSULVHG SURYLVLRQV IRUSSRH HRGQRFYHEWAP EOpu RU ,Q DGGLWLRQ WKH VHFX
REOLJDWLRQV WD[ SURYLVLRQV DQG RWKHU SURYLVLRQWHPSRUDU\ VWDII DV RI WKH VDPH GDWH 'HFHPEHU
WRWDO SHRSOH ZHUH HPSOR\HG E\ WKH VHFXQHW *URX
/LDELOLMQMHWYHDVHG E\ DSSUR[LPDWHO\ WR ° PLOOLRQ DV/RH HRRPEAYH LQ WKH QXPEHU RI HPSOR\HHV LV VROHC
FRPSDUHG WR ° PLOOLRQ RQ WKH VDPH GDWH RNWREWKUHYLRXV \HDU 7KLV
LQFUHDVH LV SULPDULO\ DWWULEXWDEOH WR KLJKHU PDWHULDO SXUFKDVHV LO WKH IRXUWK
TXDUWHU WR KDQGOH WKH LQFUHDVHG RUGHU YROXPH $W WKH HQG RI WKH ILQDQFLDO \HDU VHFXQHW $* HPSOR\|
'"HFHPEHU
'"HIHUUHG LQFRPH DQG DFFU LQFUHDVHG WR ° PLOOLRQ DW WKH

UHSRUWLQJ GDWH FRPSDUHG WR © PLOOLRQ DW WKH Vé)gH %DW(Sél W S\AJ/HY Ff—(é \HDE{IJ

7KLV LV DWWULEXWDEOH WR WKH JURZLQJ SURGXFW ExvedHil B K\% 2 v‘/'HBG Wo RiQpoWitH UHVXOWYV RI
UHYHQXH EHLQJ GHIHUUHG LQ FRQQHFWLRQ ZLWK VHUYLHAKQUHQ EHUHO SWRAMLWKE RIQs PUWGoQHW DVVHWYV
GDWH 7KH ODQDJHPHQW %RDUG FRQWLQXHV WR DVVHVV WKH HFRQRF
DQG WKH &RPSDQ\ DV JRRG DW WKH WLPH RI UHSRUWLQJ
3URSRVDO IRU WKH DSSURSULDWLRQ RI SURILWYV

7KH ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RDUG ZLQRH SURSRVINV P W QWKHO BQ QXIPYHQXH VKRZV WKDW WKH VHFXQ

*HQHUDO OHHWLQJ WR EH KHOG RQ -XQH WKDW DQDRRRMEQW RALIQLIPEOOWRQURIZWK )XUWKHUPRUH WKH FRPS
GLVWULEXWHG WR WKH VKDUHKROGHUV DV D GLYLGHQG R[SpQHIE YHE8 UL RQUWKHHG LWV SURGXFW SRUWIROLR (%,7
VKDUHV RI WKH VKDUH FDSLWDO DV RI '"HFHPEHU WIKHR B UMK RXWW HLBQUF RPH RIDQDJIHPHQW %RDUG LV FRQYLQFHC
© P L@RQI RUINLQDQFIDQ HDU RI VHEXQHWS * UHSUHVHQW DQ HVVHQWLDO VWHS UHTXLUHG IRU WKH FRPSD

JURZWK DQG ZLOO XQORFN DGGLWLRQDO JURZWK SRWHQWLDO
, QYHVWPHQWYV 7KH SRVLWLYH UHVXOWV DQG FDVK JHQHUDWLQJ EXVLQHVV P
,Q ILQDQFLDO \HDU WKH VHFXQHW *URXS LQYHVWHG °KD¥Hl R Y R P KIARPOYIH EORVEVIPREVURP RSHUDWLQJ DFWLYL

DQG SURSHUW\ SODQW DQG HTXLSPHQW 7KLV SULPDULEOVEYRDHEWHSHBQ 1By ¥WIYRQRW WRWHPHQW RITLQDQFLDO S
DFTXLVLWLRQ DQG UHSODFHPHQW RI KDUGZDUH VRIWYKRR VBOECRWRLY NOMNFwRIQ J

HTXLSPHQW DV ZHOO DV LQYHVWPHQWYV LQ LQWHUQDOO\ GHYHORSHG VRIWZDUH ,Q WKH

SUHYLRXV \HDU © PLOOLRQ ZDV VSHQW RQ WKHVH LWHPV

'XULQJ WKH VDPH SHULRG VHFXQHW $* LQYHVWHG ° PLOOLRQ FRPSDUHG WR
0 P 1AORQ QO WKH SUHYIRXV\ HDU 7KH P DNMRUW RI VIKHVH I XQGVZ HUH XVHG VR LHSOFH
KDUGZDUH DQG RWKHU RSHUDWLQJ DQG EXVLQHVV HTXLSPHQW
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SLVN DQG RSSRUWXQLW\ LZHD%%&?J SRUWXQLW\ PDQDJHPHQW IRU W

QG ILQDQFLDO \HDU

5LVN DQG RSSRUWXQLW\ PDQDJHPHQW 520 ZLWK UHJDUG WF

2EMHFWLYHYVY DQG PHWKRGVYV RI ULVN DQG ILRSWSRUHUWXQWWYHQXxD0O SODQ LV FDUULHG RXW DW VHFXQH
PDQDJHPHQW &RPPLWWHH 7KLV FRPPLWWHH FRPSULVHV WKH PHPEHUV RI
DQG WKH KHDG RI WKH ULVN PDQDJHPHQW GHSDUWPHQW 7KH
5LVN DQG RSSRUWXQLW\ PDQDIHPHQW KHUHLQDIWHU UHIHUYHE R R PR0 p LV FPMWEEBC v spbUw RI DQ 0DODJHPH
RXW LQ WKH VDPH ZD\ DQG LQ SDUDOOHO IRU WKH VHFXQHW, 5\ R»$ KW \Aﬂ%b\X/Hr—F%Q(B'éV SRVH D WKUHDW WR DFKLHYLQ.
7TKHUHIRUH WKH IXQFWLRQV GHVFULEHG EHORZ DV ZHOO Py WKgoGH YRS Wit RQW FLHQ%HYW(R?S' PRPSDO\ DUH SUHVHOV
ULVNV DQG RSSRUWXQLWLHV DSSO\ WR ERWK WKH VHFXQ@WVFL;(RW%@%Q WRFX@%W&%PPLWWHH 7KH DLP LV WR REWDLO
WKHLU DVVRFLDWHG ILQDQFLDO LPSDFWV DV HDUO\ D\

$W VHFXQHW 520 WDNHV SODFH RQ PXOWLSOH OHYHOV %%S%%%bq_b%HWMQXMHVVPM Rli VDPH WLPH H[LVWLQJ
WKH ULVN DQG RSSRUWXQLW\ VLWXDWLRQ GUDZV RQ YDULRXMREREWHEYHDUQLQIV SRWHQWLDO VKRXOG DOVR EH LGHQW

5LVNV DQG RSSRUWXQLWLHV ZLWK UHIJDUG WR WKH REMHFWHYEY YU RBX Mk U Qu KB 2B X B RBRMWYWHH PHHWLOIV D FF
DQQXDO SODQ DUH DGGUHVVHG LQ D GHGLFDWHG ULVN FRFE’§§WW>UQMHLWH%WFP&\WW'F—'RQGXFWHG DFURVV DOO DUH
RWWRP XS DSSURDFK WKH PDWHULDO ULVNV DQG RSSRU

S5HFXUULQJ RSHUDWLRQDO ULVNV DQG RSSRUWXQLWLHV WM&R/“WQ YRR PFE RWRY vk Wi S MflowLpbo LPSDFwW RU F
IUDPHZRUN RI UHJXODU RSHUDWLRQDO URXWLQHV DQG uID\(]NUPHLJ%WM;DWM;QGRQQRWMLWJXQGWEDELOLW\ RI REEXUUHOF
PD[LPLIDWLRQ PHDVXUHV DQG DUH ODUJHO\ UHGXFHG pply HAFE QRWHE p Y& VR sRBWXQLWLHY IRU ZKLFK D PDWHU
VXSSRUWHG RSSRUWXQLWLHYV IURP WKH UHVSHFWLYH SODQQHG ILJXUH KDV EHHQ HVWDEOL\
EH LQFOXGHG KRZHYHU LQFOXVLRQ LV PDQGDWRU\ IRU ULV]I

5LVNV DQG RSSRUWXQLWLHV ZKLFK DUH DGGUHVVHG W i M WS DY 0 B G Rv KMRUL YN DOG RSSRUWXOQLW\ LQ
ORQJ WHUP PHDVXUHV DUH WDNHQ LQWR DFFRXQW E\ WRBsHRQBIHPFHON WARRHG ROIRLQJ VDOHV DQG SURILW IRU}
IUDPHZRUN FRQGLWLRQV IRU PHGLXP WHUP VWUDWHJILF FRUSR\DOYHH 5 PRI RID0G &aROWUROOLOJ GHSDUWPHQWY 7KH

DUH DOVR LQFRUSRUDWHG LSWR WKH ULVN DQG RSSRUWXQLW
VHFXQHW $* V HDUO\ ULVN GHWHFWLRQ DQG ULVN DQG RSSRUWXQLW\ PDQDJHPHQW V\VWHPV

DUH FRQWLQXRXVO\ EHLQJ GHYHORSHG DQG RSWLPL]HG 6LQFH )HEUXDU\ WKHUH KDV EHHQ DQ DUPHG FRQIOLF
6WDWHV RI $PHULFD 86% DQG WKH 6WDWH RI ,VUDHO RQ R
SHSXEOLF RI ,UDQ ,UDQ RQ WKH RWKHU :H KDYH GLVFXVVH
LPSDFWV RQ WKH VHFXQHW *URXS $W WKH WLPH WKLV UHSRU
QR VSHFLILF PDWHULDO ULVNV UHTXLULQJ VHSDUDW
LGHQWLILHG +RZHYHU GXH WR WKH YHU\ VKRUW WLPH SHU
GHILQLWLYH DVVHVVPHQW LV QRW SRVVLEOH
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7KH FRPSDQ\ VSHFLILF ULVNV DQG RSSRUWXQLWLHV LGHQS§VEDGHVLQLWKY W DDHD URSS RUMKNVYIHWBLHY 7KHVH DUH ULVNV I

WRS GRZQ LQ WKH PHHWLQJV Rl WKH 520 &RPPLWWHH DQG UHDID/OHG DVRHGLYW QIHHKGH®R Q 7KH\ SULPDULO\ FRQFHUQ WK

'KHQ FRQVLGHULQJ WKH SRWHQWLDO GDPDJLQJ HIIHFWV RQERXMNY ORIGVWKHY SRVOWYYIHQG RXWERXQG ORJLVWLFV D

LPSDFW RI RSSRUWXQLWLHVY D QHW DSSURDFK LV XVHG PHDQLQJ WKDW WKH HIIHFWV RI

SUHYLRXVO\ LPSOHPHQWHG ULVN PLWLJDWLRQ DQG RSSREVBXNQGWF WP BURN W BHEWE XD \RGFRUWXQLWLHY 7KHVH DUH W

DUH IDFWRUHG LQWR WKH DVVHVVPHQW 'HSHQGLQJ RQ WKBWSBREDBUOYW)\LIH FIKQWHEGFWLRQ ZLWK VHFXQHW V SUR

GDPDJH YDOXH RI WKH ULVNV DQG WKH SRVLWLYH LPSDF\8URP DK \REBQBPMX® WALVMNY WIMRPLQJ IURP WHFKQLFDO Gt

YDOXH DQG RSSRUWXQLW\ YDOXH WKH IXUWKHU KDQGOLQZHRD NQKH WHV NV DWEHR S BRERAWQWVYHXVHG ,Q DGGLWLRQ \

LV GHWHUPLQHG DFFRUGLQJ WR XQLIRUP SULQFLSOHV RI DPWHRY UKMSRQMDEOH IURP BADBQLQJ DQG FRRUGLQDWLQJ

GRFXPHQWDWLRQ LQ FDVHV RI QHJOLJLEOH YDOXH LQ VHEPQRWDOJRXB®GBSURGXPMWKHDQG VROXWLRQV

SUREDELOLW\ ZHLJKWHG ORVV RSSRUWXQLW\ YDOXH IRU WKH VHFXQHW *URXS LV OHVV WKDQ

DSSUR[LPDWHO\ ° PLOOLRQ IRU WKH (%,7 ORVV 2O0ORZ§ BURMIORE BSBRVUWRIZORWWXQWWLHY 7KHVH DUH WKH ULVNV

IXUWKHU PRQLWRULQJ DQG WUDFNLQJ RI H[LVWLQJ PHDVXUBWYL\K L QQERIFQPPWHDQ ZLWKNVEHYHORSPHQW DQG FRQVXOW!

ORVV RSSRUWXQLW\ YDOXH IRU WKH VHFXQHW *URXS LVLQFOWGHNKMKH DETHUR[LPIDEKGIHW SODQQLQJ DQG VXEVHT)

°  PI@RQ 7P HGIXP UMN P HGIXP RSSRUXQWY VR ViKH QHFHWMW RI VDNQJ DQG EXGJHW 2SSRUWXQLWLHV FDQ DULVH LI SURMHFWV DUH

WUDFNLQJ LPPHGLDWH DFWLRQ UHSRUWLQJ WKUHVKROG ®ODQQHGDQFLDO \HDU W K H

SUREDELOLW\ ZHLJKWHG ORVV RSSRUWXQLW\ YDOXH IRU WKH VHFXQHW *URXS LV DERYH

DSSUR[LPDWHO\ ° PLOOLRQ 2KLJK ULVN KLJK RSSRUWXQLBWWUXFWXUDO ULVNV RSSRUWXQLWLHV 7KHVH DUH WKH UL
IURP VXSSRUW IXQFWLRQV VXFK DV ILQDQFH DQG FRQWUR

7KH GHILQHG WKUHVKROG YDOXHV DUH UHGHILQHG DQQXD/JHOARKDVWHG P@WKH SURMHAWRKG 0 $ DFWLYLWLHV DQG FR

DQQXDO UHVXOWYV I WKH LGHQWLILHG ULVNV RSSRUWXQPPWQXHEWHGDKHUH XDQWLILDEOH WKH
FRUUHVSRQGLQJ GDWH VSHFLILF ULVN RSSRUWXQLW\ YDOXHV DUH LQFOXGHG LQ WKH
UHSRUWLQJ $W WKH WLPH RI SUHSDUDWLRQ RI WKLV UHSRUW WKH ULVN

UHJDUG WR RSHUDWLRQDO ULVNV LV DV IROORZV
6XEVHTXHQWO\ LI QHFHVVDU\ SURSRVDOV IRU FRXQWHUPHDVXUHV WR ULVNV DQG VXSSRUW
PHDVXUHV WR DGGUHVV RSSRUWXQLWLHY DUH GHYHOR SHEGD OHWH WLD/QNIVJ KRIH @ VU ERDUGFOXGH ULVNV DULVLQJ IURP W
UHYLHZV WKHVH PHDVXUHV DQG HQVXUHV WKHLU WLPHO\ LPSIORWHRMMDWRRQH[DPSOH GXH WR EXGJHW FXWV E\ PDMRU
DUH RIIVHW E\ VDOHV RSSRUWXQLWLHV DULVLQJ IRU LQVWI
7KH RSHUDWLRQDO ULVNV DQG RSSRUWXQLWLHV FRQVLGHRWGWIH WKED BILRWY RI WKH WEQJIRADMRU SXEOLF VHFWRU S
WKH VHFXQHW *URXS DQG WKXV DOVR IRU VHFXQHW $* D\ERWKW CSDQHFMW PRRFRD QD OO UXQGHU WKH FDWHJRU\ RI VDOH'
PDLQO\ FDWHJRUL]HG DFFRUGLQJ WR WKHLU RULJLQ LQ W KMKIXRENKLDF Q@ YIHU W/DX\E RO\VARBERGW DQDJIJHPHQW I[RU H[DPS
LQWR LQYHQWRU\ DQG PDLQWDLQLQJ FORVH RQJRLQJ FRRUGLQDW

§ BURGXFW ULVNV SULPDULO\ DULVH IURP ORQJHU WKDQ H[SH
WKH GHYHORSPHQW DQG DSSURYDO RI QHZ SURGXFWV 7KI
VDOHV RSSRUWXQLWLHYV IRU WKHVH SURGXFWYV
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§ 7KH SURMHFW ULVNV FRQVLVW SULPDULO\ RI EXGJHW GMHYL\DHW DR@N U FKHHH/ IF RIPPHL VPULVRIQIDQUHRS ODUJH VFDOH SURMHFW
WKURXJK FRRUGLQDWLRQ ZLWK WKH FOLHQWYV EXGJHW LEDGWDRVGKFE H @ WQ/X PAHUDROAH XIGIFKBWWVQWLHY GXULQJ LPSOHPHG
LQ WKH SURMHFW SODQV DQG E\ LQFOXGLQJ WKH UIRMNH[D® SWKH |DRDXAHWWRSDEKHWH WR VFKHGXOHV DQG S|
DGMXVWPHQWYV DGGUHVVHV WKHVH ULVNV WKURXJK FRPSUHKHQVLYH SURM

JHQHUDWHY UHJXODU FRQWURO UHSRUWV IRU SURMHFW P

§ BWUXFWXUDO ULVNV ™ VXFK DV LPSHQGLQJ ZULWH GRZDYD RP HQWH QMG LWMKHRODRWKHRHQW %RDUG 5LVNV DULVI
XQSODQQHG H[SHQVHV ™ DUH PRUH WKDQ FRPSHQVDWISGRRHFEMVRSERH W GRIVWIORS RQW ULVNVEDUH FRQWLQXRXYV
WKLV FDWHJRU\ FRPSUHKHQVLYH SURMHFW SODQQLQJ DQG FRQWURO PHFKDQ

RULHQWHG UHSRUWLQJ ,Q WKH HYHQW RI GHYLDWLRQV IURP
PLWLJDWLRQ PHDVXUHV DUH LPPHGLDWHO\ GHFLGHG XSRQ [
2SHUDWLRQDO ULVN DQG RSSRUWXQLW\ PRhQRIP FHQ WoFOXGH SURYLGLQJ DGGLWLRQDO UHVRXUF

2SHUDWLRQDO ULVNV DQG RSSRUWXQLWLHV DUH ULVNV RESHUIWX ?%%YLL%WHR%\S\&LEQ c\f"ﬂ%\’yv WR DOLJQ WKHLU
EXVLQHVY RSHUDWLRQV WKDW FDQ UHFXU 7KH\ DUH LGRoWIAEMYPBEYM U&d QJ ZLWKLQ WKH VFRSH R
SRVVLEOH HOLPLQDWHG RU H[SORLWHG WKURXJK VSHFLI? W \g& [EW§ 3% HyDSSURSULDWH PHDVXUHV
WXQLW\ HOKDQFHPHQW URXWLQHV 7KHVH FRQWURO PHFRDQLY AV D lHRE) SoRBH SR &LBWUHG ORZ DW WKH WLPH RI zL

YDULRXV SRLQWV LQ WKH YDOXH FUHDWLRQ SURFHVV DQG DUH GREXPHOWHG LO WKH QWHUQDO . o
&RQWURO 6\WWHP ,&6 Q Q Q

ZDV FODVVLILHG DV ORZ

6DOHVY DQG GLVWULEXWLRQ ULVNV DUH GLVFXVVHG ZLWKL% UDPHZRUN
FRRUGLQDWLRQ YLD ULVN FRPPLWWHHV 5LVN FRPPLWWH%UBQ %HbVBIUHFPIQQBBW%\LQRYDULRXV IRUPV - 7KHVH DUH

RUGHUV H[FHHGLQJ D FHUWDLQ WKUHVKROG 7KHVH FR LW\H I—lr ng?cb I_D\RBJEIP%WOSI-PN\HVVHV VR WKH\ DUH FRQVI

UHSUHVHQWDWLYHV IURP WKH UHVSRQVLEOH VDOHV GHSDUW How WKH GLYLVLRQ EXVLQHVV

XQLW OLNHO\ WR EH DZDUGHG WKH FRQWUDFW WKH FRPPHUFLDO GLUHFWRU UHSUHVHQWDWLYHV

IURP WKH OHJDO DQG SXUFKDVLQJ GHSDUWPHQWYVY DQG D%%VONRH’WWN cfEPc?DE) PHEWQ WKH YDULRXV SKDVHV RI WKH
%RDUG 7KH REMHFWLYH RI WKH ULVN FRPPLWWHHV Lv wRMIHERST HEIY R FENOH % WA KLFK DOVR LQFOXGHV «
FULWHULD ZKHWKHU DQG KRZ WR VXEPLW D ELG RU DRPR&&L-BY P&&WYJ&&W YR WR%O\ LVFXVVHG DQG DVVHVVHG

UHVSHFWLYH RUGHU RU WHQGHU $ VWDQGDUGL]HG V\QRSWLF SUHVH% (%[R WKH
DQG RSSRUWXQLWLHYVY DVVRFLDWHG ZLWK WKH UHVSHFWLY§H7{XIH é’éﬁ'ﬁ 6‘4 $WV %V}\é QOSQ(\UZS$Q/N|GHPDQG TKH SURGXFW GR

6LQFH WKH ULVN FRPPLWWHHV HDFK GLVFXVV WKH ULVNYV §LaKHOY G\LIQ R P @& HDRRVGIMAORIH @ B/ORX WKMHILRIQY  7KH SURGXFW KDV
DFFHSWDELOLW\ DQG WKH GHFLVLRQV DFNQRZOHGJH WKH b yyNQW\ PBEPHPWDEOH WKH\ DUH

FRQVLGHUHG ORZ DW WKH WLPH RI WKLV UHSRUW
§ 7TKH ULVN RI WKH SURGXFW QRW EHLQJ FRPSOHWHG RQ WLPE

/DUJH VFDOH SURMHFWYV LQKHUHQWO\ FDUU\ SURMHFW pPD3BRIMSFIWRETENWLIRBERW RLHPRUH WLPH WKDQ HVWLPD\

ORQJ WHUP ODUJH VFDOH SURMHFWY SUHVHQW VSHFLILF ULVNV $W VHFXQHW WKHVH SURMHFW
ULVNV DUH LGHQWLILHG DVVHVVHG DQG PLWLIJDWHG WKURXJK DSSURSULDWH PHDVXUHV
ZLWKLQ WKH RYHUDUFKLQJ SURMHFW FRRUGLQDWLRQ SURFHVV 3URMHFW PDQDJHPHQW ULVNYV
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ODUNHW ULVN DQG WKH ULVN Rl WHFKQLFDO PDOIXQFWLRED QDR HFRQW[LYR PMQIWKHHVURMNRI WKIRPSUHKHQVLYH SURFH
UHSRUW V SUHSDUDWLRQ 2QO\ WKH ODWWHU GHYHORS PH®WQ W L MN\D \DIURQ FIRM IDO/MN/BINE PARMVHY LQ SODFH $V SDUW R
SULPDULO\ LPSDFW VDOHV ULVN ZLWKLQ WKH ULVN DV VHWQ/® HY\W O RDWWM K HL 6 KRIWADOML RQQ DURFAL MOZLGH YDULHW\ RI VR
\HDU VHFXULW\ ULVNV ,I WKLV DVVHVVPHQW UHYHDOV HYHQ V
YXOQHUDELOLW\ WR WKH V\VWHPV FXVWRPHUV DUH LPPHGLD
,Q WKH SDVW VHFXQHW GHYHORSHG SURGXFWV DQG VRQRWARRWLSULWRK LOR WH/Q IV LLDHOV XBIWXRLW\ JDS 7KLV SURFHVV
FRQWUDFWVY WR PHHW VSHFLILF VHFXULW\ QHHGV LQ WK BRSWEDWEDVOHRPMRKQLFIKQANHFKRBXWLWWLVNY LV LPSOHPHQWHG
ZDV VWURQJO\ FXVWRPHU RULHQWHG SURGXFWV ZHUH JHZHYWUHORS\PERW GBGLDGISGRYMMKBRWWQHU WKH )HGHUDO 2IILF
VSHFLILF UHTXLUHPHQWVY ORVW VHFXQHW GHYHORSPHQW%6ZHUHYFHRQWHKBFW SOHPHQWHE ULVN PLQLPL]DWLRQ PHDV)
DFFRUGLQJO\ ILQDQFHG E\ WKH FRPPLVVLRQLQJ FXVWR P HDWV RKUHUMHRBUZHL WH WHER ®RAR® SURGXFW VHFXULW\ LV FRQVL
ULVNV UHODWHG WR SRWHQWLDO ODFN Rl GHPDQG ZHUH QRW D FRQFHUQ &RQVHTXHQWO\ ULVNV
DULVLQJ IURP WKH GHYHORSPHQW RI QHZ SURGXFWV WKDW XOWLPDWHO\ IDLOHG WR JDLQ
PDUNHW DFFHSWDQFH ZHUH RI PLQRU LPSRUWDQFH WR /WFU M/ HLHL FRUW MOIREX@WG RSSRUWXQLW\ PDQDJ

DUHDV OHGLXP DQG ORQJ WHUP ULVNV DQG RSSRUWXQLWLHV IRU

WKLQ WKH IUDPHZRUN Rl VWUDWHJLF SODQQLQJ 7KHVH DU

ZL
TKH GHYHORSPHQW RI VHFEXQHW V Rz2Q SURGXFWV VXFK DYSMEH WG XWIESW R HUMWRY rYV S wubwHaLF uLvnv H o P
6,1$ &RPPXQLFDWRU DQG WKH HDV\NLRVN KDYV LQFUHDVI—bel\JNm_'HWY%Q IS)IH

L

{/q}VV(BFd'IQM—quSPHBWV LQ WKH FRPSHWLWL
LQWHUQDO LQYHVWPHQWY LQ UHFHQW \HDUV 7KLV KDV %HBN\J/KBVV |_§ F&WW‘:&/NM\PV\?&HQWV 0% DEWLYLWLHV I
VKDUSO\ LQWR IRFXV IRU ULVN DVVHVVPHQW 7KH IRF I-l|J W Q/W%Ld)tpé-l_\bl_w\ DQG FRPSOLDQFH $ ¢
SURVSHFWV DVVRFLDWHG ZLWK WKH SURGXFWV DQG EB EL\% R HQEWIPNVLITFQR(SZ\I/HTXHQFHVIRU WKH VWUDWHJ\
GHYHORSPHQW DQG DSSURYDO 7KH JUHDWHVW ULVN LQ (%QFI' VWI?HR%P Cb B ﬁMUEWNVE/DBQ V2K WKH 6XSHUYLVRU\ %F
XQGHUHVWLPDWLQJ WKH WLPH UHTXLUHG WR UHDFK DFFHE IR/&IHU[{/H\BE 9 \6 /KLV FDQ OHDG
WR WLPH DQG SHUVRQQHO H[SHQGLWXUHV WKDW OLPLW KH SURMHFW V SSRILWDELOLW\ 7R

PLQLPL]JH WKHVH ULVNV VHFXQHW HPSOR\V FRPSUHKHQ%/I{'IXWJL%/LILR/MF—FH: L%%QBLQ&U%QI?QFOXGH EXW DUH QRW OLPLW
FROQWURO PHFKDQLVPV DW YDULRXV VWDJHV FRPELQHG ZLWK D GHGLFDWHG UHSRUWLQJ

OLQH 7KLV DVSHEW RI ULVN DQDOIVLY DQG ULVN PDQDIHRHQNDOLIRY ZLMK WEHSREMWAFWI Y. Dy wkH HFRQRPL
UHODWHG WR ODUJH VFDOH SURMHFWV )RU GHYHORSPH%\NFﬁl\J/%II\_/Iﬁ W\LQ%IS_{NEI!?&NDL&G L)%J\HHHQMVM UDWH WUHQGYV DUH

FODVVLILHG DV OR2Z VLIQLILFDQW IRU VHFXQHW 7KLV LV EHFDXVH VHFXQHW V SL

LQYROYHG LQ SXEOLF LOIUDVWUXFWXUH SURMHFWYV ZKLFK Dl
7KH SURGXFW SRUWIROLR RI VHFXQHW $* IRFXVHV R If\ﬁlj—ﬂlgg ﬁIEE(%HWQFM/&%&hﬁ%VWKDQ SULYDWH VHFWRU SURMH
G

VSHFLILFDOO\ WKH 6,1%$ SURGXFW IDPLO\ ZKLFK FRPSULVIﬂlyF \é (JJRJL %LVEIQIQ%\O\{) Y)XUWKHUPRUH VHEXQHW KD

DQG FHUWLILHG VROXWLRQV RI D KLJK VWDQGDUG ZQHOLT-IQLDV FD%QBWL M)f_'\{JQ_'\IFPO/ HU I—bC%Nll_ HO\ LOGHSHQGHQW RI LQ
FRQQHFWLRQ ZLWK WKH WHFKQLFDO FKDUDFWHULVWLFV RI WKHVH SURGXFWV LV WKH LPSDFW RI

SRWHQWLDO ™ DV \HW XQGLVFRYHUHG ™ VHFEXULWA ¢gQQHNPELPHWIDLH PRGN B & RIVHwW BV PDUNHW RSSRUWS
LQYHVWLJIDWLQJ ZKHWKHU DQG WR ZKDW H[WHQW V%%Pk&’éO&géyD&QF JLHYL%)&? K FUHDWHV LQWHQVH SUH\
FRPSRQHQWYVY FRPSURPLVH VHFXQHW V VHFXULW\ SURPLVI—I|_ %IlTBV\YL évl\—NWMLV\?E M LS MVNIXUH UHVXOWLQJ IURP WK

WDVN RI'RSHUDWLRQDO LQFLGHQW PDQDIHPHQW DQRWKRL, FRPAFRLBBYNHW HESERMWU JEWHY puLvH TurRP wWKH 1XQ

'_
TI0
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GULYHQ E\ LQFUHDVLQJ GLJLWDOL]DWLRQ FRPSOHPHQW@QFﬁwngpWFL{yLn\sz\pL@q\/@oRSSRUWXQLWLHV
VRYHUHLJQW\ DQG F\EHU UHVLOLHQFH 7UXVWZRUWK\ ,7 VHFXULW\ SURGXFWV PDGH LQ
@

F
*HUPDQ\ DUH WKHUHIRUH LQ KLJK GHPDQG 5HJXODWRU\ BHTREPSHP K @YL Xk &M HivHE &R \WKH ULVNV DQG RSSRUWXQLWL
DULVLQJ IURP WKH ,7 6HFXULW\ $FW IXUWKHU IXHO WKLV &¥Mgd) GHYHORSPHQW RI WKH VHFEXQHW *URXS OHDGYV
DVVHVVPHQW 7KH DVVHVVPHQW KDV VKRZQ WKDW DW WKH \
3RWHQWLDO ULVNV LQFOXGH VHFXQHW V IRFXV RQ WKH YRERBY PHUNHWYNY P YR VHARHYPAAP! PDRDIJHDEOH DQG WKD
JURXS RI SXEOLF VHFWRU FOLHQWYV ZLWK D UHODWLYHO\ Yo 8 QxWKHU DY WiRUWK H X RW R QXY G HILVWHQFH RIWKH L
ZKR DUH HVVHQWLDOO\ VHUYHG E\ D VLQJOH SURGXFW IDPIMIDWC1 YR . kQGHTWkEWW\ DRAS RPWY LQGHEWHGQHVYV GXULQJ W
FDQ DOVR EH LQWHUSUHWHG DV D VWDEOH IRXQGDWLRRRHRY DY vAHVBYLBBROA YLLUN §RYY¥WLRQ KDV QRW FKDQJHG V
VHFXQHW V VWUDWHJI\ DOVR HQYLVLRQV OHYHUDJLQJ JURZWKY RRXR YR L WL ¢ GQWk H- & LIRDIRY WXQLWLHV VXSSRUW
VHFWRU DQG LOWHUQDWLRQDO PDUNHWYV RSHUDWLRQDO PDQDJHPHQW FRQVLVWHQWO\ LPSOHPHQWYV |
LQFUHDVH LQ WKH ULVN SRVLWLRQ $W WKH VDPH WLPH Q>
$V LQ RSHUDWLRQV VXSSO\ ULVNV DUH FRQVLGHUHG KLYIR&HYWIRNHQEWRW YRPRWHE W HWRGRLWDWLRQ RI WKH GHVF
*HRSROLWLFDO GHYHORSPHQWYV 2$PHULFD )LUVWY RUGHWHSREWERY EBVER UBRQH IR K AWML GBLVNV H[LVW
WKH OLGGOH (DVW FKDQJHV LQ SURFXUHPHQW UHODWLRQVKLSY H[DFHUEDWH WKH DOUHDG\
VWUDLQHG VXSSO\ VLWXDWLRQ RQ WKH LQWHUQDWLRQUD&H FEXVEROYXF@HUYHPRSRHRW 7RILWHRXQHW $* LV VXEMHFW
SDUWLFXODUO\ DFXWH IRU VHFXQHW EHFDXVH RIWHQ R QORI RWW KRS YA HYUR VD Wi D% Rk RULHHEI RXS 7KHUHIRUH WKH S
IRU KLJK VHFXULW\ DSSOLFDWLRQV 7KLV VLQJOH VRXUFHRGHEYNG R ONHIWXR L HwxB DR HTXDOO\ WR VHFEXQHW
LPSRVVLEOH WR VZLWFK WR DOWHUQDWLYH VXSSOLHUV 7KHUHIRUH FRQVLVWHQWO\ ULVN
PLQLPL]JLQJ VXSSO\ FKDLQ PDQDJHPHQW LV FUXFLDO ERWK RSHUDWLRQDOO\ DQG
VWUDWHJILFDOO\ 3DVW RSHUDWLRQDO H[SHULHQFH KDV GHPRQVWUDWHG VHFXQHW V DELOLW\ WR
PDQDJH WKHVH FKDOOHQJHV DQG JLYHV UHDVRQ IRU RSWLPLVP UHJDUGLQJ WKH PHGLXP
WHUP IXWXUH

2Q WKH UHFUXLWPHQW VLGH WKH VKRUWDJH RI VNLOOHG ZRUNHUV DQG GHPRJUDSKLF WUHQGYV
SRVH FKDOOHQJHV IRU WKH IXWXUH VHFXQHW LV WKHUHIRUH FRPPLWWHG WR PDLQWDLQLQJ LWV
UHSXWDWLRQ DV DQ DWWUDFWLYH HPSOR\HU

$FTXLVLWLRQV FRQWLQXH WR EH VHHQ DV D VWUDWHIJLF RSSRUWXQLW\ IRU JURZWK 7KH
DFTXLVLWLRQ RI 6\V(OHYHQ *PE+ LQ ILQDQFLDO \HDU GHPRQVWUDWHG VHFXQHW V
DELOLW\ WR H[HFXWH VXFFHVVIXO WUDQVDFWLRQV VHFXQHW UHPDLQV DFWLYHO\ HQJDJHG LQ
LGHQWLI\LQJ VXLWDEOH DQG HFRQRPLFDOO\ YLDEOH DFTXLVLWLRQ WDUJHWYV
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JRUHFDVW

UHPLVHV RI WKH IRUHFDVW 6HFWRU VSHFLILF FRQGLWLRQV

7KH IRUHFDVWV IRU WKH VHFXQHW *URXS DQG VHFXQHWQ$RURDOXKGRQPOQ G HRPPDWQIRRDWLRQ WHFKQRORJ\ &7

NQRZQ WR WKH ODQDJHPHQW %RDUG DW WKH WLPH RI SU&*@\PU@WW R W ﬁ\LﬂDUd"ﬁ%H REKPY HYHORSPHOW LQ *HUPDO
FRXOG KDYH DQ LPSDFW RQ EXVLQHVV SHUIRUPDQFH ﬁ_ |'§)§JW9VPVE§' LV Kaﬁo LJ—bG WHOHERPPXOLFDWLROV &
RWKHU WKLQJV RQ WKH H[SHFWDWLRQV GHVFULEHG HQ»—PTZR | lﬂlG\|7QFIX5|H§/ FBP NHW VWDWLVWLFV DUH SULPDL
GHYHORSPHQWY DQG WKH GHYHORSPHQW RI WKH ,7 DQG Bvﬁﬁﬁ_ LRQ UNEWR P
LR & HLF%Y Y %%RQ DQG FRPPXQLFDWLR
Peh' QW Rk

(S R
WKtkoxpH RI © ELOOLRQ LQ
\ EHYBPRGMEWERG WHFKQRORJI\ .7 ZKLF
| WR_© ELOOLRQ :LWKLQ ,7 W
wkit© \P\)O’L'T'RQJHVW JURZWK ZLWK D

v
F?Z\H/WUEX ,\A/X}&JI#UGZDUH ZKLFK LV H[SHF

'LWK UHJDUG WR WKH VHFXQHW *URXS DQG LWV LQGLYLGMP mw&&&\/‘[{)}s
%XVLQHVV 6HFWRU XQIRUHVHHQ HYHQWYV FRXOG LQIO R
FRPSDQ\ RU LQGLYLGXDO EXVLQHVV XQLWV WKDW LV H[SHd:ly\/LWCﬁ(l\)UgaL\/g%

HOXH LOFUH
7KH SURMHFWHG GHYHORSPHQWYV LQ WKH ILQDQFLDO g l\JAﬂ_PéQEﬁ-h lHE
|
Q

< ODZ
<§2 %

UI_UC_I

;dEC'nI

H[FOXVLYHO\ WR WKH GHYHORSPHQW RI WKH VHFXQHW * S ZL
DV RI WKH UHSRUWLQJ GDWH RI '"HFHPEHU VFRSH R|{ FR9V88|:S:8WL

ODFURHFRQRPLF HQYLURQPHQW 7 VHEXULWA PDUNHW

R WKH *HUPDO HFRORP\ LV RMHEWHG WR HISH L%FI;RUGL J WR_ FXU UH V\Ié{F!RIyHFDVWV IURP %LWNRP VSHQGLC
JRU U Q Q SUu G [SHU GH + HFXULW\ VHFWRU ZLOO ULVH \

UHFRYHU\ PDUNLQJ D FDXWLRXV WXUQDURXQG DIWHU \H%Lé WBWQ'%\(\/I:I?Q I.?:.(EgéJL Fd-l 7KLV UHSUHVHQWV DQ
7KH *HUPDQ JRYHUQPHQW V FXUUHQW SURMHFWLRQ DQW \Y qNR gUHY RLXQ/‘{HEM

GRPHVWLF SURGXFW *'3 :KLOH PRUH RSWLPLVWLF YRLFHV Fl(<3 DV WKH
FRQVLGHU JURZWK RI XS WR SRVVLEOH WKH LIR ’QVWmWéWUJHU{:;\/DK'/?BLﬁ-B%H
ZLWK D IRUHFDVW RI $W WKH VDPH WLPH JOREDO WHBEIZ_'HGGE“LB
WHQVLRQV DQG WKH WKUHDW RI WUDGH FRQIOLFWV H J ZLWK WKH 86%
W,
L

IRU *HUPDQ\ V H[SRUW RULHQWHG LQGXVWU\ 7KH H]I § LH—&) YJ é/ ]

H/'ﬁ\q %YHFSHQGLWXUHV LV IRU VHUY
H{/ HFXULW\ VRIWZDUH DQG KDU(
RITHUV OLWW H VXSSRUW

W%%L&%PFP?/ G WKH DVVRFLDWHG F\EHU W
P MGEGHBYESYS U PR IQLILQI WKH QHHG WR
URWHFW WKHPVHOYHV DJDLQVW LQFUHDVLQJ

|—'U'¢U

SUHVHQWY D PL[HG SLFWXUH ZLWK JRYHUQPHQW LQYHVW §|
WKH FRXUVH RI WKH \HDU ZKLOH SULYDWH FRPSDQLHV U L)RN H lVV\WIQ\g

'XH WR LWV KLJK VDOHV VKDUH *HUPDQ\ UHSUHVHQWYV WKH PRVW LPSRUWDQW VDOHV PDUNHW
IRU WKH VHFXQHW *URXS DQG VHFXQHW $*
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&RPSDQ\ VSHFLILF FRQGLWLRQV ODUNHW SRVLWLRQ

6WUDWHJ\ 7KH ODQDJHPHQW %RDUG LV RI WKH RSLQLRQ WKDW VHFXQHYV
HQMR\ DQ H[FHOOHQW UHSXWDWLRQ 7KH FRPSDQ\ VHHV LWV}

VHFEXQHW SXUVXHV D FOHDU VWUDWHJI\ EDVHG RQ VXVWDLQPERHTREE L MR 6 DEFOKV WARNKLERQ? VHFXULW\ IRU WKH PR’

FRUH PDUNHWYV ZKLOH DOVR LQFOXGLQJ WDUJHWHG LQYJ WKRHOMON R SWRP LV LQEIHMREWED UWQHUVKLS ZLWK WKH )

DUHDV 7KH SULPDU\ IRFXV LV RQ VWUHQJIWKHQLQJ LWV ZRPHNHW \SRYHWLRE SWHBHL QAL OFMXUH X QGHUVFRUHV WKLV D

RSSRUWXQLWLHV DQG FUHDWLQJ YDOXH IRU DOO VWDNHKRRQGCHUH¥XQHW *URXS H[FHSWLRQDOO\ ZHOO WR PHHW WKH L¢

I[URP PDUNHW JURZWK
VHFEXQHW V VWUDWHIJ\ LV FRQVLVWHQWO\ DOLJQHG ZLWK WKH FKDQJLQJ JHRSROLWLFDO

ODQGVFDSH DQG WKH DVVRFLDWHG PDVVLYH LQFUHDVH LQyKEMHGY WKRERWIVR 0@ @b B! *RUPDOY HQMR\ DQ H[FHOC
WHQVH ,7 VHFXULW\ HQYLURQPHQW DQG LQFUHDVLQJIO\ D ghUH WA Yk rRIWHQ D/ BW H ¥ ERRVRYWE RUWKLOHVY .QWHUQDYV
FIEHUDWWDFENV ~ WKH FRPSDQ\ UHOLHV RQ D SURDFWLYWR&GHWHRYY BURKLWKEWK R IHUKE E\ VHFXQHW LV LQFUHDVLC
VWUDWHJ\ DLPV WR VXEVWDQWLDOO\ VWUHQJIWKHQ WKH p@i Ny H vERESRELP LW ERYHR! R UPDQWULHY RI WKH (XURSHD
DQG (XURSH WKURXJK KLJKO\ VHFEXUH SRVW TXDQWXR MWW BEYW vEBWSWBIHEPKLY LQFOXGLQJ RUIDQLIDWLRQV C
VROXWLRQV DQG WKH SURWHFWLRQ RI FULWLFDO LQIUDVYYXFWMXIdYH -PoVU\W 7KH 0DQDIHPHQW %RDUG EHOLHYHV WKH

SRVLWLRQHG WR OHYHUDJH WKH JURZWK SRWHQWLDO LQ LQWI
$ NH\ SLOODU RI WKH FRPSDQ\ V VWUDWHI\ LV DPRQJ RWKHU WKLQJV WKH SURPRWLRQ RI

(XURSHDQ GDWD VRYHUHLJQW\ VHFXQHW FRXQWHUYV WK%FGTR)FL\QB\(R/FLF#Q5'\/QRQ (XURSHDQ
SURYLGHUV ZLWK VRYHUHLJQ FORXG HFRV\WWHPV DQG RO SUHPLVHV $, VROXWLRQV WKDW

HQVXUH VHQVLWLYH GDWD LV VXEMHFW H[FOXVLYHO\ WR K%UR\éWB)éQMWULVBﬁﬁ\AR_LRDQVD'BB YINWRERRBOH DQG SURILWDE
IURP DFFHVV E\ ODZV VXFK DV WKH 86 &/28' $FW %\ LQWH FHwW( WY RWHHYKROBENYSSOHPHQWHG EV YDOXH HQKDQFLC
GHIHQVH ™ |RU H[DPSOH IRU WKH DXWRPDWHG UHDO WEQ%RCSWW'H#WLW%NB%&P‘D%L\M6HTMSRUW'RO'-R DQG IXUWKHU

WKH FRPSDQ\ LV WUDQVIRUPLQJ VHFXULW\ IURP D SXUHo\"[USIﬁWMD/WH SHRANHEWRY R BWHELHHEDODQFH VKHHW VWUXFWX
LOWR D VWUDWHILF FRPSHWLWLYH DGYDQWD JH LQDQFLDO UHVRXUFHV WR HQDEOH D FRQWLQXHG GHYHORSP!
WDUJHWHG DFTXLVLWLRQV DQG FROODERUDWLRQV DQG SDUW

$QRWKHU NH\ JURZWK DUHD OLHV LQ WKH GHIHQVH VHFWRU VHFXQHW KDV UHFHQWO\
H[SHULHQFHG VLJQLILFDQW JURZWK LQ WKLV DUHD GULYHQ E\ ULVLQJ PLOLWDU\ VSHQGLQJ DQG
WKH QHHG WR SURWHFW DUPHG IRUFHV DJDLQVW F\EHUDWWDFNVY DQG VDERWDJH 7KURXJK
6HFXULW\ PDGH LQ *HUPDQ\ VHFXQHW DLPV WR FUHDWH WHFKQRORJLFDO LQGH
SHQGHQFH WKDW HPSRZHUV ERWK JRYHUQPHQW LQVWLWXWLRQV DQG LQGXVWU\ WR DFKLHYH
VRYHUHLJQ GLJLWDOL]DWLRQ DQG HQKDQFHV QDWLRQDO UHVLOLHQFH DJDLQVW JOREDO
VI\VWHPLF ULVNYV

,Q DGGLWLRQ WR WKHVH DUHDV VHFXQHW LV IRFXVLQJ RQ H[SDQGLQJ LWV EXVLQHVV ZLWK D
SDUWLFXODU HPSKDVLVY RQ WKH KHDOWKFDUH VHFWRU DQG FULWLFDO LQIUDVWUXFWXUH $W WKH
VDPH WLPH LWV LOQOWHUQDWLRQDO SUHVHQFH LV EHLQJ VWUDWHJILFDOO\ H[SDQGHG
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JRUHFDVW IRU WKH VHFXQHW *URXS JRUHFDVW IRU VHFXQHW $*

*LYHQ WKH DIRUHPHQWLRQHG FRQGLWLRQV WKH 0DQDHFKIQAW %RDINMG PDEMUFIGSDEMWWHG RQ VDOHV UHYHQXH (%,

FROQWLQXHG VWURQJ GHPDQG IRU WKH SURGXFWY DQG VRRRIDLRQV RXWHIKUHHV HFFR@HRW LU RXGHSUIRUPDQFH
7KLV SRVLWLYH DVVHVVPHQW LV FRQILUPHG E\ WKH RUGHHUERBRDRIFH Rl PARBLRIRBOSY DWKH ZKROH

LV GLUHFWO\

$FFRUGLQJO\ Wi

HQG RI ILQDQFLDO \HDU IRUHFDVW UHSRUW IRU WKH *URXS DSSO\ HTXDOO\ WR WKH FRI

7KH ULVNV SUHVHQWHG LQ WKH ULVN DQG RSSRUW.)RU WKH ILOQDQFLDO \HDU WKH ODQDJHPHQW %RDUG RI \

PDQDJHDEOH E\ WKH ODQDJHPHQW %RDUG ,Q WKH ODQD H[SHFWV VDOHV UHYHQXH RI EHWZHHQ

PLOOLRQ DQG

RSSRUWXQLWLHY RXWZHLJK WKH ULVNV $JDLQVW WKL® P IAQRQ 7KL SRUMYH GHYHBRSP HOWZ IDOR KDYH DQ [P SDFWRQ RSHWDWOJ
%RDUG DVVHVVHVY WKH DQWLFLSDWHG GHYHORSPHQW RI 'SURILW $FFRUGLQJO\ (%,7'$ LV H[SHFWHG WR EH EHWZHHQ °

ZKLOH (%,7 LV SURMHFWHG WR EH EHWZHHQ °

JRU ILOQDQFLDO \HDU WKH ODQDJHPHQW %RDUG WKHUHIRUH DQWLFLSDWHYV IXUWKHU
JURZWK LQ ERWK VDOHV UHYHQXH DQG HDUQLQJV 7KH NH\ PDUNHW GULYHUV UHPDLQ LQWDFW
DV HYLGHQFHG E\ WKH G\QDPLF LQFRPLQJ RUGHUV LQ WKH SDVW ILQDQFLDO \HDU

$FFRUGLQJO\ WKH ODQDJHPHQW %RDUG DQWLFLSDWHY DQ LQFUHDVH LQ FRQVROLGDWHG
UHYHQXH WR EHWZHHQ ° DQG ° PLOOLRQ IRU WKH ILOQDQFLDO \HDU $ VLPLODUO\
SRVLWLYH WUHQG LV H[SHFWHG IRU RSHUDWLQJ SURILW ZLWK (%,7 SURMHFWHG DW ° WR
0 P 1@RQ E\ \HDUHQG ZKI®I (%7" $ IV H SHFWG VR MH VR EHVE HHQ ° DQG

° PLOOLRQ

PLOOLRQ DQG ¢
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5LVN UHSRUWLQJ LQ UHODWLRQ WR
ILQDQFLDO PDQDJHPHQW

7KH ILQDQFLDO PDQDJHPHQW RI WKH &RPSDQ\ DQG WKH *URXS LV IXQGDPHQWDOO\
EDVHG RQ WKH SURYLVLRQV DQG UHTXLUHPHQWY RI FRUSRUDWH ODZ 7KLV HQVXUHV WKDW DOO
JURXS FRPSDQLHYVY FDQ RSHUDWH XQGHU WKH JRLQJ FRQFHUQ DVVXPSWLRQ

7KH VHFXQHW *URXS DQG LWV FRPSDQLHV KDYH DOZD\V EHHQ DEOH WR PHHW WKHLU
SD\PHQW REOLJDWLRQV /LTXLG DVVHWV DUH LQYHVWHG ZLWK VWULFW ULVN PLQLPL]DWLRQ
2QJRLQJ PRQLWRULQJ RI OLTXLG DVVHWV DQG WKHLU DOLJQPHQW ZLWK OLTXLGLW\ UHTXLUH
PHQWVY VHUYH WR HQVXUH ORQJ WHUP VROYHQF\ 7KLV LV DOVR WKH SULPDU\ REMHFWLYH RI
ILQDQFLDO PDQDJHPHQW

$V RI WKH UHSRUWLQJ GDWH RI '"HFHPEHU D FUHGLW OLQH WRWDOLQJ ° PLOOLRQ

H[LVWHG ZLWK YDULRXV FUHGLW LQVWLWXWLRQV 7KLV VHUYHG WR SURDFWLYHO\ KHGJH WKH
*URXS V OLTXLGLW\
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5LVN PDQDJHPHQW DQG LQWHUQDO FRQWURO V\VWHP

VHFXQHW 6HFXULW\ 1HWZRUNV $* DQG WKH VHFXQHW *UR®® HKWQYBODMXGQW H 6 PFRIKWMYROV\VWHPY RSHUDWH ODUJHO
VIVWHP KHUHLQDIWHU UHIHUUHG WR DV ,&6 ZKLFK SGHFMNWVDWKH QWBDRZWQBQWKUHBFKLHYHG WKURXJK WKH UH
REMHFWLYHV LQFOXGLQJ LQIRUPDWLRQ H[FKDQJH LQ UHJXODU PHHWLQJV
UHVSRQVLEOH PHPEHUV Rl WKH ODQDJHPHQW %RDUG
§ 5GHSRUWLQJ HQVXULQJ WKH DFFXUDF\ DQG UHOLDELOLW\ RI LQWHUQDO DQG H[WHUQDO
ILQDQFLDO DQG QRQ ILQDQFLDO UHSRUWLQJ $00 UHOHYDQW HVVHQWLDO SURFHVVHV DQG IXQFWLRQV

§ (IILFLHQF\ HQVXULQJ WKH HITHFWLYHQHVYV DQG HIILFLHE)%QWIUEQVY\(S/WVPSU%%H\?@Q\'?V DQG UHVSRQVLELOLWLHV DUH F

§ &RPSOLDQFH VXSSRUWLQJ DGKHUHQFH WR ODZV UHJXOBW LLROQQWH FRDW BR DWW RDQWGVWHP ,&6 SURFHVV LV GHVLJQHG
LQWHUQDO JXLGHOLQHYV § 1HZ SURFHVV FUHDWLRQ LQFOXGLQJ GHVFULSWLRQ RI SURFF

7KH ,&6 FDQ EH GHVFULEHG XVLQJ WKH IROORZLQJ IXQFWERBFOHPHQWDWLRQ DQG H[HFXWLRQ RI FRQWURO DFWLYLWLH?

§ 5HIJXODU HIIHFWLYHQHVY DVVHVVPHQW DQG UHSRUWLQJ
§ SRQWURO HQYLURQPHQW DQG REMHFWLYHV RI WKH ,&6
§ &aRQWURO VHOI DVVHVVPHQW 7KLV LQYROYHV FRPSDULQJ Wi

§ ,QWHUQDO FRQWURO VAIVWHP ,&6 SURFHVV LQFOXGLQJ UpWhs BOREFHMRHOM/NYV ZLWK WKH FXUUHQW VWDWH RI GRFXPH:

FROARMFWYIMEHY DQG IHSRULJ FRQWURO V\WWHP ,&6 7KLV GHWHUPLQHV ZKHWKHU WKH GR

§ QIRUPDWLRQ DQG FRPPXQLFDWLRQ VSRQGY WR RSHUDWLRQDO UHDOLW\ DQG ZKHWKHU WKH GHIL
FRYHU WKH SURFHVV ULVNV ,I QRW WKH SURFHVV RZQHU PX

§ ORQLWRULQJ DQG LPSURYHPHQW FRQWUROV RU DGMXVW WKH H[LVWLQJ FRQWUROV DFFRUGLQ

DGHTXDF\ DQG HIITHFWLYHQHVV FDUULHG RXW LQ WKLV ZD\ L\

7KH LQWHUQDO FRQWURO V\VWHP ,&6 HQFRPSDVVHV WKH; SPkRIFSHUEY E\S WRIAGXSH % x B %
PHDVXUHV IRU HQVXULQJ WKH HIITHFWLYHQHVV DQG HIILFLHQF\ RI EXVLQHVV RSHUDWLRQV

WKH UHJXODULW\ DQG UHOLDELOLW\ RI LQWHUQDO DQGE HTWRDDDHOWRWHRR HoSRHWERWWPEOILPBYBEYHPHQWYV IURP WKH
FRPSOLDQFH ZLWK WKH OHJDO UHJXODWLRQV DSSOLFDEOHP @R W FR@WHBPC YWH PR FYUYRHYW LQWR FRQWURO DFWL
WR GHWHFW ULVNV DULVLQJ IURP SRWHQWLDO OHJDO YLRODWLRQV DQG RU WKRVH WKDW MHRS

DUGL]JH FRPSDQ\ DVVHWV RU REMHFWLYHV )XUWKHUPRUAMKH WOWHBRDOo FRPHYPYWRR Y\ VWP &6 SURFHVV LV PRGHUDV

WKDW VXSSRUWV WKH ODQDJHPHQW %RDUG DQG DOO \BYERkREGEGHEVWKS PPRP DR BIWMVRRPYG $Q .7 VROXWLRQ LV
UHVSROQVLELOLWLHV ,&6 FRQWURO FRQILUPDWLRQV DQG VHOI DVVHVVPHQWYV 7Kl

SURFHVVY DUH WUDLQHG LQ LWV XVH E\ WKH ,&6 FRRUGLQDWRU

7KH LQWHUQDO FRQWURO V\VWHP ,&6 LV LOQWHJUDWHG LQWR WKH VHFXQHW *URXS V FRUSRUDWH
JRYHUQDQFH VA\VWHP ,Q DGGLWLRQ WR WKH ,&6 ZKLFK IRFXVHV SULPDULO\ RQ PDQDJLQJ
SURFHVY ULVNV WKH VHFXQHW *URXS PDLQWDLQV WKH IROORZLQJ FRUSRUDWH JRYHUQDQFH
V\VWHPYV D ULVN PDQDJHPHQW V\VWHP D FRPSOLDQFH PDQDJHPHQW VA\VWHP DQG DQ
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6WDWHPHQW RQ WKH DSSURSULDWHQHVY DQG HIIHFWLYHQHVYV
RI WKH JRYHUQDQFH V\VWHPYV

,Q DFFRUGDQFH ZLWK SULQFLSOHV DQG Rl WKH *HUPDQ &RUSRUDWH *RYHUQDQFH
&RGH '&*. UHVSRQVLEOH PDQDJHPHQW RI WKH ULVNV RI EXVLQHVV DFWLYLWLHYV
UHTXLUHV DSSURSULDWH DQG HIIHFWLYH JRYHUQDQFH VI\VWHPV LQWHUQDO FRQWURO V\VWHP
ULVN PDQDJHPHQW V\VWHP DQG FRPSOLDQFH PDQDJHPHQW V\VWHP ZLWKLQ WKH

FRPSDQ\

$V SDUW RI LWV RQJRLQJ LQWHUQDO FRQWURO DQG PRQLWRULQJ DFWLYLWLHV WKH ODQDJHPHQW
%RDUG UHJXODUO\ UHFHLYHG DQG GLVFXVVHG UHSRUWV RQ WKH JRYHUQDQFH V\VWHPYV
GXULQJ ILQDQFLDO \HDU 7KHVH UHJXODU SURFHVVHV LQ DGGLWLRQ WR IXOILOOLQJ
PDQDJHPHQW WDVNV FRQWULEXWH WR WKH FRQWLQXRXV RSWLPL]DWLRQ RI WKHVH LQWHUQDO
SURFHVVHV LQ OLQH ZLWK D FRQWLQXRXV LPSURYHPHQW SURFHVV 7KH ODQDJHPHQW

%RDUG LV DOVR VXSSRUWHG LQ WKLV E\ WKH LQWHUQDO DXGLW GHSDUWPHQW %DVHG RQ LWV
UHYLHZ RI WKH JRYHUQDQFH VA\VWHPVY WKH ODQDJHPHQW %RDUG LV XQDZDUH RI DQ\
FLUFXPVWDQFHVY WKDW ZRXOG FDOO LQWR TXHVWLRQ WKH DGHTXDF\ DQG HIIHFWLYHQHVV RI
WKHVH VA\VWHPV

7KH VHFWLRQ é6 WDWHPHQW RQ WKH DGHTXDF\ DQG HIIHFWLYHQHVV RI WKH JRYHUQDQFH V\VWHPVé FRQWDLQV LQIRUPDWLRQ RXWVLGH WKH VFRSH RI
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'"HVFULSWLRQ RI WKH NH\ IHDWXUHV Rl WKH DFFRXQW
UHODWHG LOQWHUQDO FRQWURO DQG ULVN PDQDJHPH.
SXUVXDQW WR 6HFWLRQ DQG 6HFWLROQ + % O

7KH DFFRXQWLQJ UHODWHG LQWHUQDO FRQWURO DQG ULZN/ BD®QJHFHYWWMAWMWBR/ZLWKLQ WKH
VHFXQHW *URXS DQG VHFXQHW $* HQFRPSDVVHV DOO SULQFLSOHV SURFHGXUHV DQG
PHDVXUHV WR HQVXUH WKH HIIHFWLYHQHVV HIILFLHQF\’ BHERYGLRW SHRFREXQWH B L\YBPQRVDFWLRQV ZLWKLQ WKH

UHSRUWLQJ DQG DOVR JXDUDQWHHYV FRPSOLDQFH zLWK DBROYEDHE S HOMR U WI%D bW LRY W HPL VMR P WKH PDQXIDFWXUH!
LGHQWLILFDWLRQ DQG PLWLJDWLRQ IRU WKH DFFRXQWLQJ UHODWHG LQWHUQDO FRQWURO V\VWHP

,&6 DUH FDUULHG RXW LQ WKH VDPH zZD\ DV IRU VHFXQHVééﬁ]&I—LUIELq-_O U?(EVNV UHODWHG WR JURXS DFFRXC

LWKLQ WKH VHFEXQHW *URXS WKH LQWHUQDO FRQWURG, VlWWlLE B\QI\Y\}*\(J%Y)M%KWFJ-QWﬁ'%é?B?FRXQWLQJ FDQ DULVH

(I:’DQDJHPHQW V\VWHP*DT(MQG WKH LQWHUQDO PRQLWRULQIJ_.O gﬁ(%)(% RIH %SOHLWUDQVDFWLRQV DV ZHOO |
%RDUG RI VHEXQHW $ ZLWK LWV FRUSRUDWH IXQFWLBOQ KVBIélé*(gﬁ((\jl VVLQHO\

KDV DSSRLQWHG WKH 5LVN ODQDJHPHQW GHSDUWPHQW ZLWKLQ V
UHVSRQVLEOH ERG\ IRU FRRUGLQDWLQJ WKH LQWHUQDO FRQWURO V\VWHP ZLWKLQ WKH VHFEXQHW

"URXS .H\ UHJXODWRU\ DQG FRQWUROOLQJ DFWLYL
3URFHVV LQWHJUDWHG DQG SURFHVV LQGHSHQGHQW PR %HUE&UP%H\FXWFQ"_Hy RRE UHOLDELOLW\ RI DF
HOHPHQWY RI WKH LQWHUQDO PRQLWRULQJ V\VWHP ZLWK Wik F W RPX8HW *URXS ,Q DGGLWLRQ

WR PDQXDO SURFHVV FRQWUROV ™ VXFK DV WKH GXDO FRQWURBWIYROFLERH v WUHVR RBWVHB VXUH WKH FRUUHFWQHV:
SURFHVV FRQWUROV DUH DOVR DQ HVVHQWLDO SDUW RI Witk SWRET Vo ERWHEAURWH G It PN KH DQDOWLY RI 1DFW!
JXUWKHUPRUH SURFHVV LQWHJUDWHG PRQLWRULQJ LV HQUXBHG £ WER S| V& F K Pty *&%E#BWRU 3, DODO\WHV 7KH
&RPPLWWHH DQG E\ VSHFLILF *URXS IXQFWLRQV VXFK DVyWithy (NP & SN RGP BERRXOWLOJ DOG DSSURYDO IXOF!
LQWHUQDO DXGLW GHSDUWPHQW RI VHEXQHW $* LV LQWH{HRMIBSG E &’BYL‘%'&'E‘)OR/QWHH%PQV WKH SRWHQWLDO IRU |
PRQLWRULQJ VAVWHP RI WKH VHFXQHW *URXS WKURXJIKSURFHY b kOGKGHR BB A P EWM VL I0HGE WR HOVXUH WKDW Ut

DFWLYLWLHV EXVLQHVV DFWLYLWLHV RI LQGLYLGXDO EXVLQHVV XQLWV
DSSURSULDWHO\ LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHP|

7KH ULVN PDQDJIHPHQW VIVWHP SUHVHQWHG KHUH LV HVMHRQWIEPFRSW D WAty B S HXH R W WRKH .7 VIVWHPY XVHG IRU Wi

GDPDJH FDXVHG E\ ULVNV WKH JURXS FRPSDQLHV UHVXOW LQ WKH DFFXUDWH DQG
DFFRXQWLQJ WUDQVDFWLRQV RQ D SHULRG E\ SHULRG EDVLV
LV GHVLJQHG WR DOVR JXDUDQWHH WKH UHIOHFWLRQ RI FKDQ
HQYLURQPHQW RI WKH VHFXQHW *URXS DQG HQVXUHV WKH
DPHQGHG OHJDO UHJXODWLRQV IRU FRQVROLGDWHG ILQDQFLD
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7KH DFFRXQWLQJ UHJXODWLRQV ZLWKLQ WKH VHFXQHW *URXS LQFOXGLQJ WKH UHJXODWLRQV
IRU ILQDQFLDO UHSRUWLQJ LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ
6WDQGDUGV ,)56 JRYHUQ WKH XQLIRUP DFFRXQWLQJ DQG YDOXDWLRQ SULQFLSOHV IRU WKH
FRPSDQLHV LQFOXGHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI VHFXQHW $*

7KH PHDVXUHV RI WKH LQWHUQDO FRQWURO V\VWHP ZKLFK DUH JHDUHG WRZDUGV WKH
FRUUHFWQHVY DQG UHOLDELOLW\ RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH GHVLJQHG
WR HQVXUH WKDW EXVLQHVV WUDQVDFWLRQV DUH UHFRUGHG FRPSOHWHO\ DQG SURPSWO\ LQ
DFFRUGDQFH ZLWK OHJDO DQG VWDWXWRU\ UHTXLUHPHQWY )XUWKHUPRUH LW HQVXUHV WKDW
LQYHQWRULHY DUH FDUULHG RXW SURSHUO\ DQG WKDW DVVHWYVY DQG OLDELOLWLHVY DUH FRUUHFWO\
UHFRJQL]JHG YDOXHG DQG SUHVHQWHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYVY 7KH
UHJXODWRU\ DFWLYLWLHVY DOVR HQVXUH WKDW UHOLDEOH DQG WUDFHDEOH LQIRUPDWLRQ LV
SURYLGHG WKURXJK WKH DFFRXQWLQJ UHFRUGYV

7KH *HUPDQ VXEVLGLDULHY DQG WKH SDUHQW FRPSDQ\ SUHSDUH WKHLU DQQXDO ILQDQFLDO
VWDWHPHQWY LQ DFFRUGDQFH ZLWK *HUPDQ FRPPHUFLDO ODZ $V SDUW RI WKH FRQVRO
LGDWLRQ SURFHVVY WKH ILQDQFLDO VWDWHPHQWY DUH UHFRQFLOHG E\ WKH JURXS DFFRXQWLQJ
V\VWHP WR UHIOHFW WKH ,)56 VWDWHPHQW RI ILQDQFLDO SRVLWLRQ DV DSSOLFDEOH LQ WKH (8
7TKH FRQVROLGDWHG ILOQDQFLDO VWDWHPHQWY DUH SUHSDUHG WKURXJK WKH FRQVROLGDWLRQ RI
HTXLW\ OLDELOLWLHV H[SHQVHV DQG UHYHQXHV DV ZHOO DV WKH HOLPLQDWLRQ RI LQWUD
*URXS SURILWY DQG ORVVHV LQ WKH FRQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ DQG
VWDWHPHQW RI SURILW RU ORVV

SHVWULFWLYH QRWHYV

'"HVSLWH WKH DIRUHPHQWLRQHG LQWHUQDO RUJDQL]DWLRQDO FRQWURO DQG PRQLWRULQJ
VWUXFWXUHV SHUVRQDO GLVFUHWLRQ IODZHG FRQWUROV FULPLQDO DFWV RU RWKHU XQIRUHVHHQ
FLUFXPVWDQFHVY FDQQRW EH HQWLUHO\ UXOHG RXW 7KHVH FDQ OHDG WR OLPLWHG
HIITHFWLYHQHVVY DQG UHOLDELOLW\ RI WKH LPSOHPHQWHG LQWHUQDO FRQWURO DQG ULVN
PDQDJHPHQW V\VWHP PHDQLQJ WKDW HYHQ WKH JURXS ZLGH DSSOLFDWLRQ RI WKH

VI\VWHP FDQQRW JXDUDQWHH DEVROXWH FHUWDLQW\ UHJDUGLQJ WKH FRUUHFW FRPSOHWH

DQG WLPHO\ UHFRUGLQJ Rl HYHQWV LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKH
DQQXDO ILQDQFLDO VWDWHPHQWYV RI WKH LQGLYLGXDO FRPSDQLHYV
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7DNHRYHU UHODWHG GLVFORVXUHV SXUVXDQW WR 6H
VHQWHQFH DQG 6HFWLRQ D VHOQWHQFH +*%

7KH ODQDJHPHQW %RDUG RI VHFXQHW $* SURYLGHV WKH IROFFRUGLIQLWRUWFRWIOD@DIHPHQW %RDUG RI WKH F
UHTXLUHG XQGHU 6HFWLRQ D VHQWHQFH DQG 6HFWLRQ DODHVFXPROHOEOEH WUDPBHR®RU*LHVHFNH '"HYULHQW *PE+ O0XQL
ILQDQFLDO \HDU LQGLUHFW VKDUHKROGLQJV H[FHHGLQJ RI WKH YRWL(
VKDUHKROGLQJ RI DV RI "HFHPEHU 0& )DPLOL

7KH VKDUH FDSLWDO RI VHFXQHW $* UHPDLQV XQFKDQJH®BE¥W OXQLFK DL@Q&GLUHFWO\ KROGV D VKDUH LQ VHF;

LV GLYLGHG LQWR QR SDU YDOXH EHDUHU VKDUHVVKDFEK KOGHQIJUD@WIVHVHFNH '"HYULHQW *PE+ LQFOXGLQ

RQH YRWH DW WKH $QQXDO *HQHUDO OHHWLQJ RI VHFXQHWH$&EXQHW $* LWVHOI 9HUHQD YRQ OLWVFKNH &ROODQG
&ROODQGH ODULDQ YRQ OLWVFKNH &ROODQGH 6\0OYLXV
$ UHVWULFWLRQ RQ WKH WUDQVIHU RI VKDUHV LQ VHFXQMHWG $*DEDL DO MWRQIORWWKNH &ROODQGH DOVR KROG D
*HUPDQ )RUHLJQ 7UDGH DQG 3D\PHQWV $FW $XYHQZLYWNEG&DUMFWDAHMKURXJIK 0& )DPLOLHQJHVHOOVFKDIW PE-
$:* GXH WR WKH SURGXFWV RIITHUHG E\ VHFXQHW $* )RU H[DPSOH 6HFWLRQ
VHQWHQFH QR $:* VWLSXODWHYVY WKDW UHVWULFWVYRBXQRDN BH KPGR\WRHG IR/ XHG DQ\ VKDUHV WKDW JUDQW
WKH DFTXLVLWLRQ RI GRPHVWLF FRPSDQLHV RU VKDUHV LQ VXFK FRPSDQLHV E\
IRUHLJQHUV LQ RUGHU WR VDIHJXDUG HVVHQWLDO VHFXUUWWHLDOHBMNVWMY K KD/KHKRGEHRDW RI WKH FRPSDQ\ WKH
5HSXEOLF RI *HUPDQ\ LI WKH GRPHVWLF FRPSDQLHV PDRXIWKWXMWH RUHRBYQMW %RDUG ZKR KROG VKDUHV LQ WKF
PDQXIDFWXUHG SURGXFWV ZLWK ,7 VHEXULW\ IXQFWLRQWGHRUGFURRHWWKHQR[HOPVWH RI WKHLU YRWLQJ DQG FRQWI
ILHG JRYHUQPHQW LQIRUPDWLRQ RU FRPSRQHQWYV HVVHQWLHDWH IR U HVHHH UF MHF YMKIFWWWU FRQWURO ULJKWYV GLUHFWC
IXQFWLRQ RI VXFK SURGXFWY DQG VWLOO SRVVHVV WKH WHFKQRORJ\ SURYLGHG WKDW
WKH RYHUDOO SURGXFW KDV EHHQ DSSURYHG E\ WKH7KHGHD@DIHRRHEW ¥RDUG RI VHFXQHW $* LV DSSRLQWH
,QIRUPDWLRQ 6HFXULW\ %6, ZLWK WKH NQRZOHGJH RI| WKHFRRBPQEH ZDXIWVK VGHWXWRU\ SURYLVLRQV LQ SDUWLF
WKH UHVWULFWLRQV RI WKH )RUHLJQ 7UDGH DQG 3D\PHQWXHFWU RDKH 6WKPRNH KROSRUBWLRQ $FW $NW*  7KH $UWI
RI VHFXQHW $* DUH QRW UHVWULFWHG LQ WKHLU GHFLVLREWRRXFVRLQHDRU BGINBIRV/MH RURYLVLRQV IRU WKH DSSR
VKDUHV LQ WKH FRPSDQ\ E\ HLWKHU *HUPDQ ODZ RU WKH [FREISYIEB XD HURU FODBI® RHPEHUV RI WKH ODQDJHPHQW %F
$VVRFLDWLRQ ,Q SDUWLFXODU WKH DFTXLVLWLRQ DQG %RVUBBVDORJIHVKHNUKMWHGERQRVEOH IRU WKHLU DSSRLQW
UHTXLUH WKH DSSURYDO RI WKH FRPSDQ\V JRYHUQLQDSERGQWV &WQBYWHPHOW %RDUG PHPEHUV IRU D PD[LP)
VKDUHKROGHUV WR EH HIIHFWLYH 7KH YRWLQJ ULJKWYV \RIDYKD BHIORSGE HQW PIHLHV ORW HIWHQVLRQ RI WKH WHUP
VXEMHFW WR DQ\ UHVWULFWLRQV XQGHU HLWKHU ODZ RWPDVKMHXPRRBEDRYH WHDMWMOHY BHUPLWWHG $PHQGPHQWYV
$VVRFLDWLRQ 7KH ODQDJHPHQW %RDUG LV XQDZDUH R$VDRFLDWHRMP HLHVXLUH D UHVROXWLRQ RI WKH *HQHU
EHWZHHQ VKDUHKROGHUV WKDW LPSRVH UHVWULFWLRGNMFWDRR@WKH RIUNKWHWHURIDQ 6WRFN &RUSRUDWLRQ $F
FRPSDQ\ VKDUHYV DPHQGPHQWY WKDW RQO\ DIITHFW WKH ZRUGLQJ PD\ DOVE
6 XSHUYLVRU\ %RDUG 7KH DPHQGPHQW EHFRPHV HIIHFWL
LQ WKH &RPPHUFLDO 5HJLVWHU $FFRUGLQJ WR $UWLF(
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$VVRFLDWLRQ UHVROXWLRQV RI WKH *HQHUDO OHHWLQJ UHTXLUH D VLPSOH PDMRULW\
Rl WKH YRWHV FDVW XQOHVV WKH $UWLFOHV RI $VVRFLDWLRQ RU PDQGDWRU\
SURYLVLRQV RI ODZ VWLSXODWH RWKHUZLVH $UWLFOH Rl WKH $UWLFOHV RI
$VVRFLDWLRQ DXWKRUL]JHV WKH 6XSHUYLVRU\ %YRDUG WR UHVROYH DPHQGPHQWV WR
WKH $UWLFOHV RI $VVRFLDWLRQ WKDW RQO\ DIIHFW WKH ZRUGLQJ

7KH ODQDJHPHQW %RDUG LV QRW DXWKRUL]JHG WR LVVXH QHZ VKDUHV 1HLWKHU
WKH $UWLFOHV RI $VVRFLDWLRQ RI VHFXQHW $* SURYLGH IRU D FRQGLWLRQDO FDSLWDO
LQFUHDVH QRU LV WKH ODQDJHPHQW %RDUG DXWKRUL]J]HG WR LQFUHDVH WKH VKDUH
FDSLWDO E\ LVVXLQJ QHZ VKDUHV DJDLQVW FRQWULEXWLRQV DXWKRUL]JHG FDSLWDO
7KHUH LV DOVR QR DXWKRUL]JDWLRQ WR DFTXLUH WUHDVXU\ VKDUHV SXUVXDQW WR
6HFWLRQ QR RI WKH *HUPDQ 6WRFN &RUSRUDWLRQ $FW $NW* $V RI
'HFHPEHU WKH FRPSDQ\ KHOG WUHDVXU\ VKDUHV ZKLFK LW

KDG DFTXLUHG EDVHG RQ DQ DXWKRUL]JDWLRQ JUDQWHG E\ WKH $QQXDO *HQHUDO
OHHWLQJ RQ 0D\ %\ UHVROXWLRQ RI WKH $QQXDO *HQHUDO OHHWLQJ RI

0D\ WKH ODQDJHPHQW %RDUG zZDV DXWKRUL]J]HG WR VHOO WKHVH

VKDUHVY RQ D VWRFN H[FKDQJH ZLWK WKH DSSURYDO RI WKH 6XSHUYLVRU\ %RDUG
7KH ODQDJHPHQW %RDUG RI VHFXQHW $* GLG QRW PDNH XVH RI WKLYV
DXWKRUL]DWLRQ E\ '"HFHPEHU

7KHUH DUH QR PDWHULDO DJUHHPHQWY RI WKH FRPSDQ\ WKDW DUH VXEMHFW WR D
FKDQJH RI FRQWURO DV D UHVXOW RI D WDNHRYHU ELG

1R FRPSHQVDWLRQ DJUHHPHQWYV ZHUH PDGH ZLWK DQ\ PHPEHU RI WKH
ODQDJHPHQW %RDUG RU HPSOR\HHV RI WKH FRPSDQ\ LQ WKH HYHQW RI D
WDNHRYHU ELG



NDONIHPHQW 5HSR AW

ODQEQDJHPHQW DQG FRQWURO ™ UHIHUHQFH WR WKH
&RUSRUDWH *RYHUQDQFH 6WDWHPHQW SXUVXDQW WFE
6HFWLRQV | DQG G +*%

$Vv D *HUPDQ VWRFN FRUSRUDWLRQ VHFXQHW $* KDV D GXDO PDQDJHPHQW DQG FRQWURO
VWUXFWXUH 7KH &RPSDQ\ DQG WKH *URXS DUH PDQDJHG E\ WKH ODQDJHPHQW
%RDUG ZKRVH PHPEHUV DUH DSSRLQWHG E\ WKH 6XSHUYLVRU\ %RDUG 7KH 6XSHUYLVRU\
%RDUG DGYLVHY WKH ODQDJHPHQW %RDUG DQG RYHUVHHV LWV PDQDJHPHQW

$ PRUH GHWDLOHG DQDO\VLVY RI WKH PDQDJHPHQW RI WKH VHFXQHW *URXS FDQ EH IRXQG
LQ WKH &RUSRUDWH *RYHUQDQFH 6WDWHPHQW SXUVXDQW WR 6HFWLRQV I DQG G RI
WKH *HUPDQ &RPPHUFLDO &RGH +*% ZKLFK LV PDGH DYDLODEOH LQ WKLY DQQXDO
UHSRUW DQG RQ WKH FRUBRAINWHXDHIBNERBHU ! $ERXW 8V !!

,QYHVWRUV !l &RUSRUDWH *RYHUQDQFH

7KH LQIRUPDWLRQ LQ WKH &RUSRUDWH *RYHUQDQFH 6WDWHPHQW LV QRW LQFOXGHG LQ WKH
DQQXDO DQG FRQVROLGDWHG ILQDQFLDO VWDWHPHQW DXGLW LQ DFFRUGDQFH ZLWK
6HFVIRQ VHOMQFH Rl VKH* HWP DQ&RP P HUFIDG&RGH +* %
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&RPELQHG 6XVWDLQDELOLW\ 6WDWHPHQW

'LWK WKLV &RPELQHG 6XVWDLQDELOLW\ 6WDWHPHQW KKK HR@DRZQ U FRQNYHLUY LVRR DWDBMKH FODULILHV ZKLFK (656
6XVWDLQDELOLW\ 6WDWHPHQW VHFXQHW IXOILOOV WEKHFWRRODQFV [RQGNKMHKHH URMREKXRPPHUFLDO &RGH +*%
REOLJDWLRQ WR GLVFORVH QRQ ILQDQFLDO LQIRUPDWLRQ IRU WKH ILQDQFLDO \HDU ,Q

GRLQJ VR ZH FRPSO\ ZLWK WKH $FW WR 6WUHQJWKHQ 5HF®R QIFQDQPIWL® G HRIRBWE QRIDWWHUV GLVFORVXUHV FRQFHUQL
&RPSDQLHV LQ WKHLU ODQDJHPHQW 5HSRUWY DQG *URXSZAMXD6HPWQRQ5H FR U WA* %8 65

'"LUHFWLYH ,PSOHPHQWDWLRQ $FW &65 58* SXUVXDQW WR 6HFWLRQV E F LQ
FRQMXQFWLRQ ZLWK 6HFWLRQV E ™ H RI WKH *HUPDQV&RPP HUFRLBDID I&RGHHFWERD F +*%(656 DFFRUGLQJ WR &65"
DQG 5HIXODWLRQ (8 Rl WKH (XURSHDQ 3DUOLDPH (656 (

-XQH HVWDEOLVKLQJ D IUDPHZRUN WR IDFLOLWDWH VXVWDLQDEOH LOQOYHVWPHQW DQG

DPHQGLQJ 5HIXODWLRQ (8 (656 (

(PSOR\HH FRQFHUQV $VSHFWV IURP (656 6

7KH 6XVWDLQDELOLW\ 6WDWHPHQW RXWOLQHV KRZ HQYLURQPHQWDO VRFLDO DQG JRYHUQBWRHWY IURP (656 6
(6* LPSDFWV ULVNV DQG RSSRUWXQLWLHV DUH PDQDJ i

7KLV DSSURDFK LV EDVHG RQ 'LUHFWLYH (8 RQ FRUSRUDWH VXVWDLQDELOLW\
UHSRUWLQJ DOVR NQRZQ DV WKH &RUSRUDWH 6XVWDLQ

7KH VXVWDLQDELOLW\ VWDWHPHQW UHTXLUHV FRPSDQLHSRFNRO LOVOXGH LQIRUPDWLRQ LQ PWEHIWV IURP (656 6
PDQDJHPHQW UHSRUW WKDW LV QHFHVVDU\ IRU XQGHUY¥WDERERD &I WK x £ SRRFOM G Relu LWIKLH (656 *

FRPSDQ\ V DFWLYLWLHV RQ VXVWDLQDELOLW\ DVSHFWV, oDV oZHO@rPYsWKH LPSDFW RIo o
VXVWDLQDELOLW\ DVSHFWV RQ WKH FRPSDQ\V EXVLQHVV— SHUIRUPDOFH —UHVXOWV R}— — —

RSHUDWLRQV DQG ILQDQFLDO SRVLWLRQ

$VSHFWV IURP (656 6

VVSHFWV IURP (656 6

7KH LQIRUPDWLRQ LQ WKH VXVWDLQDELOLW\ VWDWHPHQW LV
6LQFH WKH (XURSHDQ &RPPLVVLRQ KDV DGRSWHG WK FRPELRINED BD@RVWDHQWELBSRUYW LQ DFFRUGDQFH ZLWK 6HFWIL
5HSRUWLQJ 6WDQGDUGV (656 DV UHSRUWLQJ VWDQGDUGW KW K1IHUPRPIU &RPPSIRIFWDQJ &RGHD UYL G ,QVWHDG WKH FRPE
RXW LQ IXOO FRPSOLDQFH ZLWK WKH (656 (XURSHD®WXNWHWPH@MEROLWKHS5HSFRRAMIQI DQG WKH *URXS ZDV DXGL
6WDQGDUGV DV D IUDPHZRUN SXUVXDQW WR 6HFWLRQV :LFUW VIFd FIROABXGHA WQ RO HVWROVEKDIW LQ DFFRUGDQFH ZLWK W
Rl WKH *HUPDQ &RPPHUFLDO &RGH +*% 7KLV VXVWDINMODEEDUG\, 6BWDWHPHQYWHGQ ZLWK D /LPLWHG $VVXUDQFH
DFFRUGDQFH ZLWK WKH (656 DOVR IXOILOOV WKH UHTXLUHPHQWYV IRU WKH QRQ ILQDQFLDO
FRPELQHG VWDWHPHQW SUHSDUHG SXUVXDQW WR 6HFWIZKQV 6XVWRLQPHLPYEWDMOWOFWHRBQW WRJIHWKHU ZLWK WK
ZLWK E WR H RI WKH *HUPDQ &RPPHUFLDO &RGH +*% SHSRUNV™ LHSRUWRQ VKH VWXDVIRQ Rl VKH &RP SDQ DQG WKH * IRXS ™ IV P DGH

SXEOLFO\ DYDLODEOH RQ WK HZER L/SHFEXMWM A/ FBREVKMW N HFWLRQ !
$ERXW XV !! ,QYHVWRUV !! )LQDQFLDO SXEOLFDWLRQYV
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&RQWHQWYV LQGH]

(656 *HQHUDO 'LVFORVXUHYV (656 ( &OLPDWH &KDQJH

'LVFORVXUH
UHTXLUHPHQW

'LVFORVXUH
'"HVFULSWLRQ 3DJH UHTXLUHPHQW 'HVFULSWLRQ 3DJH

%3

*HQHUDO EDVLV IRU SUHSDUDWLRQ RI WKH VXVWDLQDELO&GWO VWDWHPHQW.VFORVXUH UHTXLUHPHQWYV LQ FRQQHFWLRQ ZLWK (656 6%0

%3

ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHY DQG WKHLU
'LVFORVXUHV LQ UHODWLRQ WR VSHFLILF FLUFXPVWDQFHV ZLWK VWUDWHJI\ DQG EXVLQHVV PRGHO

*29 7KH UROH Rl WKH DGPLQLVWUDWLYH PDQDJHPHQW DQG VXSHUYLVRU\ 7UDQVLWLRQ SODQ IRU FOLPDWH FKDQJH PLWLJDWLRQ
ERGLHV
{ 3ROLFLHV
*29 ,QIRUPDWLRQ SURYLGHG DQG VXVWDLQDELOLW\ PDWWHUM DGGUHVVHG E\
WKH XQGHUWDNLQJ V DGPLQLVWUDWLYH PDQDJHPHQW DQG $SFWLRQV
VXSHUYLVRU\ ERGLHV
7DUJHWV
*29 ,QWHJUDWLRQ RI VXVWDLQDELOLW\ UHODWHG SHUIRUPD
VEKHPHV ( (QHUJ\ FRQVXPSWLRQ DQG HQHUJ\ PL]
*29 6WDWHPHQW RQ GXH GLOLJHQFH ( *URVV VFRSHYV DQG WRWDO *+* HPLVVLRQV
*29 5LVN PDQDJHPHQW DQG LQWHUQDO FRQWUROV RYHU VXVWDLQDELOLW\  QWHUQDO FDUERQ SULFLQJ
UHSRUWLQJ
6%0 6WUDWHJ\ EXVLQHVV PRGHO DQG YDOXH FKDLQ
6%0 ,QWHUHVWYV DQG YLHZV RI VWDNHKROGHUV
6%0 ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV DQG wk8?8 (owSEHRYQRY (FRQRPY DQG SHVRXUFH 8VH
ZLWK VWUDWHJ\ DQG EXVLQHVV PRGHO
'"LVFORVXUH
.52 "HVFULSWLRQ RI WKH SURFHVV WR LGHQWLI\ DQG DVVHVVWPRDWHUHEPEQW 'HVFULSWLRQ 3DJH

LPSDFWV ULVNV DQG RSSRUWXQLWLHV

6%0 'LVFORVXUH UHTXLUHPHQWY LQ FRQQHFWLRQ ZLWK (656 6%0
ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHY DQG WKHLU
ZLWK VWUDWHJ\ DQG EXVLQHVV PRGHO

3ROLFLHV

$FWLRQV

7DUJHWYV

~|~ |~ |~

5HVRXUFH RXWIORZV

(8 7D[RQRP\

'LVFORVXUH
UHTXLUHPHQW 'HVFULSWLRQ 3DJH

(8 7D[RQRP\

(8 7D[RQRP\ 7DEOHV
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(656 6 2ZQ :RUNIRUFH (656 * %XVLQHVV &RQGXFW

"LVFORVXUH "LVFORVXUH

UHTXLUHPHQW 'HVFULSWLRQ 3DJH UHTXLUHPHQW 'HVFULSWLRQ 3DJH

6%0 '"LVFORVXUH UHTXLUHPHQWY LQ FRQQHFWLRQ ZLWK (656 68800 ™ '"LVFORVXUH UHTXLUHPHQWY LQ FRQQHFWLRQ ZLWK (656 6%0
ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV DQG WKHLU LQWHUDFVWDRWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHYV DQG WKHLU
ZLWK VWUDWHJI\ DQG EXVLQHVV PRGHO ZLWK VWUDWHJI\ DQG EXVLQHVV PRGHO

6 3ROLFLHV * %XVLQHVV FRQGXFW SROLFLHV DQG FRUSRUDWH FXOWXUH

6 3URFHVVHV IRU HQJDJLQJ ZLWK RZQ ZRUNIRUFH DQG ZRUNHUVce 3UHYHQWLRQ DQG GHWHFWLRQ RI FRUUXSWLRQ DJG EULEHU\
UHSUHVHQWDWLYHVY DERXW LPSDFWV

* 3ROLWLFDO LQIOXHQFH DQG OREE\LQJ DFWLYLWLHYV

6 3URFHVVHY WR UHPHGLDWH QHJDWLYH LPSDFWV DQG FKBOOHOV+RY
RZQ ZRUNHUV WR UDLVH FRQFHUQV

6 $FWLRQV

6 /buJHWV &RPSDQ\ 6SHFLILF ODWWHUV

6 &KDUDFWHULVWLFV Rl WKH XQGHUWDNLQJ V HPSOR HHV

6 &ROOHFWLYH EDUJDLQLQJ FRYHUDJH DQG VRFLDO GLDORJXWFORVXUH UHTXLUHFHQ®WLRQ 3DJH

6 "LYHUVLW\ PHWULFV ,QIRUPDWLRQ VHFXULW\

6 +HDOWK DQG VDIHW\ PHWULFV

6 SHPXQHUDWLRQ PHWULFV

6 ,QFLGHQWY FRPSODLQWYV DQG VHYHUH KXPDQ ULKWV LPSDFWYV

(656 6 "RUNHUV LQ WKH 9DOXH &KDLQ

"LVFORVXUH

UHTXLUHPHQW 'HVFULSWLRQ 3DJH

6%0 '"LVFORVXUH UHTXLUHPHQWY LQ FRQQHFWLRQ ZLWK (656 6%0 ™

ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHVY DQG WKHLU LQWHUDFWLRQ
ZLWK VWUDWHI\ DQG EXVLQHVV PRGHO

6 BROLFLHV

6 BURFHVVHV IRU HQJDJLQJ ZLWK YDOXH FKDLQ ZRUNHUV DERXW
LPSDFWV

6 3URFHVVHV WR UHPHGLDWH QHJDWLYH LPSDFWV DQG FKDQQHOV IRU
YDOXH FKDLQ ZRUNHUV WR UDLVH FRQFHUQV

6 $FWLRQV

6 7DUJHWYV
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(656 *HQHUDO GLVFORVXUHV § 7TKH &RPSDQ\ KDV QRW GHYLDWHG IURP WKH PHGLXP RU OR(
VHW RXW LQ (656 6HFWLRQ IRU UHSRUWLQJ SXUSRVH\
%DVLV IRU SUHSDUDWLRQ HVWDEOLVKHG WKH IROORZLQJ WLPH LQWHUYDOYV
0, *
0% 3 HQHUDO EDVLV IRU SUHSDUDWLRQ RI WKH VXVWDLQ%E)LROL}Wk\AV\(/?(\HU%H\BMVUP WLPH KRUL]JRQ WKH FXUUHQW 1LQDGQ
7KH &RPELQHG 6XVWDLQDELOLW\ 6WDWHPHQW KHUHLQDIWHU UHIHUUHG WR DV WKH

6XVWDLQDELOLW\ 6WDWHPHQW ZDV SUHSDUHG RQ D FRQVROJREDWHE PEBLXAP Wit i P KRYLIRQ TURP WKH HQG RI Wi

LQFOXGHG LQ WKH FRQVROLGDWHG 6XVWDLQDELOLW)\ 6W DWHPHRIW LRVHS KR & oS Wiy | Y kRWAHP UV D QG

LQFOXGHG LQ WKH VFRSH RI FRQVROLGDWLRQ LQ WKH FRQYRRLGR Wi @ kloQDREL P AY WR WRBHR®Y pRUH WKDQ ILYH \HDU

LQGLYLGXDO VXEVLGLDULHV WKDW DUH SDUW RI WKH VFRSH RI FRQVROLGDWLRQ DUH QRW

LQFOXGHG LQ VSHFLILF VHFWLRQV RI WKH FRPELQHG 6X%V%RLQREWHHW'D EWOMAAP BRWW MUY WM QFOXGHY YDULRXV H

LQGLFDWHG VHSDUDWHO\ LQ WKH UHOHYDQW VHFWLRQV RI &Ky 6X\oW Db @@ Ed-R£ HA G WHPYH R BEWH FKDLQ GHDRYLIY VAKRHIY F D C
IRU WKH GHWHUPLQDWLRQ RI 6FRSH HPLVVLRQV ZKLFK

,Q RXU VXVWDLQDELOLW\ DFWLYLWLHV DQG LQ DVVHVVLQI\WKHG-BBREW RJsWHHDEKF X QUM AURYS DPHWHUY DQG PROH

VHFXQHW RQ VXVWDLQDELOLW\ DVSHFWV ZH FRQVLGHU RXY AR & VB-Q& i SHDT ORELRRWRY UHOHYDQW VHEWLRQV F

ZHOO DV WKH XSVWUHDP DQG GRZQVWUHDP YDOXH FKDLQ $FFRUGLQJO\ ZH LQFOXGH WKH

XSVWUHDP DQG GRZQVWUHDP YDOXH FKDLQ LQ RXU VXVWeDIyp ELQAMD L\GBH R WHIPHQ WWNEH B GW GRHV QRW PHQWLRQ L

SRVVLEOH 'XH WR OLPLWHG LQIRUPDWLRQ DQG GDWD DYBPRRBWHW RRDWKB uXSY XENiPHRNVDRE PHDVXUHPHQW XQFHUWDL

GRZQVWUHDP YDOXH FKDLQ LW LV QRW SRVVLEOH WR FRQVLGHU LW LQ DOO UHSRUWLQJ VWDQGDUGV

ZKHUH WKLV LV UHTXLUHG :H PDNH WKLV WUDQVSDU Q¥ dH/ W KWk HHARMWY W B ®il'e WIH PHWULFV KDYH QRW EH
UHVSHFWLYH PDWWHUYV H[WHUQDO ERG\

VHFXQHW KDV QRW PDGH XVH RI HLWKHU WKH VDIHJIXD UGy g OW X4 8 5 N BB RM WMR 6B HPHOW LV WKH VHFRQG WR |
&KDSWHU &ODVVLILHG DQG VHQVLWLYH LQIRUPDWLRQ B ¢xkQHRUPEWERR RRH W O E WAKXY wKH (656 7KH IROO]
SURSHUW\ NQRZ KRZ RU UHVXOWV RI LQQRYDWLRQ RU WK VPR WP & RESIMIG SHR WOR W RV VWDWHPHQW

&65' ZLWK UHJDUG WR LQIRUPDWLRQ RQ IRUWKFRPLQJ GHYHORSPHQWY RU PDWWHUV XQGHU

QHIJRWLDWLRQ LQ WKH SUHSDUDWLRQ RI WKLV VXVWDLQDE O\ § WP\oHPBEWHULDOLW\ DVVHVVPHQW KDV EHHQ XSGDW

VLIQLILFDQW QHZ ILQGLQJYV UHJDUGLQJ WKH PDWWHUV PDYV
% 3 'LVFORVXUHV LQ UHODWLRQ WR VSHFLILF FLUFXPVWDQEHVPDULO\ UHGXQGDQFLHV DPRQJ WKH ,52V ZHUH HOLPLQI
VHFXQHW SURYLGHV WKH IROORZLQJ LQIRUPDWLRQ UHJDUGUWHDVSHVNVHEG HXUMKPHWORWHY. M FDQ EH IRXQG LQ WKH UH
LWV VXVWDLQDELOLW\ UHSRUWLQJ $Q\ GHYLDWLRQV IURP WKIRQWRUPDWLRQ SUHVHQWHG KHUH
ZLOO EH GLVFORVHG DQG H[SODLQHG LQ WKH UHOHYDQW VHFWLRQV RI WKH 6XVWDLQDELOLW\
6WDWHPHQW { 7TKH UHSRUW LQFRUUHFWO\ VWDWHG XQGHU ( WKDW
XVHG DQG XQGHU ( WKDW QR KD]J]DUGRXV ZDVWH ZDV JHQH
VWDWHPHQWY ZHUH VXEVHTXHQWO\ LGHQWLILHG DV LQFRU
DFFRUGLQJO\ LQ WKH FXUUHQW UHSRUWLQJ \HDU
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§ ,Q WKLV 6XVWDLQDELOLW\ 6WDWHPHQW VHFXQHW GR RAKNHQIRD DLIHPODQEMH Y%DRD UIGQ LRRURD AL RMKH 6XSHUYLVRU\ %RDUG
EDVHG RQ RWKHU OHJDO UHJXODWLRQV WKDW UHTXLUHFRRB UHREED\WQL YW R \GILY FORWHWDIQ/ WRIGQRUDO UHSRUWV DERXW
DELOLW\ LQIRUPDWLRQ RU RQ JHQHUDOO\ DFFHSWHG ¥FRMSIED UBW D QKR IAH PHZRWNWL QRUVWUDWHJI\ DQG VWUDWHJ\ L
VXVWDLQDELOLW\ UHSRUWLQJ $FFRUGLQJO\ VXFK LQIRERPDVDIHRY LG/HF RW RS R HFGWU HSIRKW WIHOD QFLDO SHUIRUPDQFH DQG

H HQH o) AN/ HUYLVRU\ %RDUG LV GLUF
§ VHFXQHW GRHV QRW LQFOXGH DQ\ LQIRUPDWLRQ E\ U|_I|I%%%%E%ﬁ@%sRg%vk/[\be%hQﬁL\éﬁﬁ\FRPSDQ\

6WDWHPHQW 7KHUHIRUH VXFK LQIRUPDWLRQ LV QRW W

§ 7KH SURYLVLRQV IRU SKDVHG GLVFORVXUH UHTXLUHPHQWM BKSRIWYLYRWMR%BRDAGSRYHPRHHY DQG DGYLVHV WKH 0DC
GR QRW DSSO\ WR VHFXQHW $FFRUGLQJO\ LQIRUPDWLRQ QRIYMAHYW. \RIQRRP BEQ PO XEW GJ HOXRPW LQWHUYDOV WKH 6XS

6 XVWDLQDELOLW\ 6WDWHPHQW EXVLQHVVY GHYHORSPHQW DQG SODQQLQJ DV ZHOO DV VWUDYV
W UHYLHZV WKH VHPL DQQXDO ILQDQFLDO UHSRUWY DQG TX
*RYHUQDOQFH ODQDJHPHQW %RDUG EHIRUH WKHLU SXEOLFDWLRQ DQG DSSU

VWDWHPHQWY RI VHFXQHW 6HFXULW\ 1HWZRUNV $* DQG WKH *
*29  7KH UROH RI WKH DGPLQLVWUDWLYH PDQDJHPHQW PG pAXSHYRLMUYRYUMERGWNY WKH SUHOLPLQDU\ UHYLHZ E\ WKH
VHFXQHW B6HFXULW\ 1IHWZRUNV $* LV VXEMHFW WR *HUBBWQLNAVRKM BRGBWUDRPLPRQ DI RYHUVHHY WKH DFFRXQWLQJ
FDSLWDO PDUNHW ODZ DV ZHOO DV WKH UXOHV RI LWV RIZQY KH WQ WOH\Q RO $RORFUR® MRQWHYP DULVN PDQDJHPHQW WK
*HUPDQ VWRFN FRUSRUDWLRQ LW KDV D GXDO PDQDJHFMQWH P QIEQ 6 RAMWHRI®M VAV DX BWWUBY ZHOO DV WKH ILQDO DXGL
UHIOHFWHG LQ LWV 0DQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RDUG

7KH FRPSDQ\ V ODQDJHPHQW %RDUG FRPSULVHV IRXU PHPEF

7KH ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RDUG ZRUNZR®RVYH W\HV® G WIR@IODE DUD WY RORI DQG D IHPDOH WR PLC
LQ PDQDJLQJ DQG RYHUVHHLQJ WKH FRPSDQ\ 7KH JHQHUBRSHRIHNWYRU\LWYWREBVSRRRQEOWWRURI VL[ PHPEHUV WZR RI ZK
IXQGDPHQWDO FRPSDQ\ GHFLVLRQV HPSOR\HH UHSUHVHQWDWLYHV XQGHU WKH 2QH 7KLUG 3DUWLF

%RDUG DOVR LQFOXGHV RQH ZRPDQ UHSUHVHQWLQJ RI LW

7KH ODQDJHPHQW %RDUG DV WKH JRYHUQLQJ ERG\ PDQDJHV WKH FRPSDQ\ V DIIDLUV

LQGHSHQGHQWO\ DQG LQ WKH FRPSDQ\ V EHVW LQWHUHVWKH P&B8EHUS/URN WEW\0 DMK FRASMWQ%RDUG DQG WKH 6XSHUYLV
,WV IRFXV LV RQ WKH VXVWDLQDEOH LQFUHDVH RI WKH BRPIHQR IVHYDIOXIH QRH SDQG/ H{SE8DWLYW WR WKH FRPSDQ\ 7Kt
HVWDEOLVKHV WKH SULQFLSOHV RI FRUSRUDWH SROLBHIDQBGLREMH¥SRIWVEORU IRWVWRRPSRVLWLRQ ZLWK UHJIDL
FRPSDQ\ V VWUDWHJILF GLUHFWLRQ WKH SODQQLQJ DQG 8$HWWNVYLRY MK HRRUBRHQMH EQRIMWMGIH VNLOOV DQG SURI
UHVRXUFH DOORFDWLRQ DQG WKH FRQWURO DQG P D QD JHPHQ W RHQVKHX FRPSDI®\GD QG LWVFRPSHWHQF\ SURILOH 7KH
VHIPHQWY &HUWDLQ PHDVXUHV DV GHVFULEHG LQ WKHOOD®D HPMQWW%RRDGGS R VWWHYNWVFRPSUHKHQVLYH H[SHUWLVH LQ
SURFHGXUH UHTXLUH WKH DSSURYDO RI WKH 6XSHUYLWRIWSB@®DILEG OZWH O0DDQOHBPWRWRXJK WKHLU PDQ\ \HDUV RI SU
%RDUG LV UHVSRQVLEOH IRU SUHSDULQJ WKH FRPSDQ\WKHXBY®HUVI\VBQG %¥RPU® QQQX® ONKH ODQDJHPHQW %RDUG L
ILQDQFLDO UHSRUWYV WKH DQQXDO ILQDQFLDO VWDWHP HIQSHU RH QFHF XQ@ HWL @K AIXEULRD GLHW ZRUNV

$* DQG WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
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,QGLYLGXDO PHPEHUV Rl WKH ODQDJHPHQW %RDUG DQG WkKH PHPEHUV RI WKH 6XSHdhuwprrow %RDUG UHVSRQVLELOLW\

YLVRU\ %RDUG V $XGLW &RPPLWWHH KDYH DFTXLUHG H[SHUHV&LIM&'O%U\%BMQQHWR VX\é)W/Q/'DQ(PD%‘:QLlV\W\ 8)2

WKURXJK YDULRXV PHDQV

( &OLPDWH FKDQJH (QYLURQPHQWDO PD@RIHPHQW
§ 7UDLQLQJ RQ VXVWDLQDELOLW\ PDWWHUV DQG UHJXOD Y H V. ELOLWY  &)2
UHJDUG WR UHSRUWLQJ 6 2ZQ ZRUNHUV +5 &(2
§ $GYLFH IURP H[SHUWV H J DXGLWRUYV 6 :RUNHUV LQ WKH YDOXH FKDL@RPSOLDQFH &)2

* %XVLQHVV FRQGXFW &RPSOLDQFH &)2

§ 6HYHUDO \HDUV RI VXSSRUWLQJ WKH VXVWDLQDELOLW\ UHSRUWILE) KE VE RSN S UESERw uowr 1 asorexrw
IHWZRUNV $* DQG WKH H[SHULHQFH JDLQHG LQ WKH SURFHVV PDQDJHPHQW

7KLV H[SHUWLVH IRVWHUYVY DQ XQGHUVWDQGLQJ RI WKH UI&&Nvg\ﬁ& R@é 8WXQEJ¥LEV&)&J@\§€Q&){WP
J H WDVNV Rl PRQLWI
[F)R;)/)S(;\(gV\DLQDELOLW\ SHUVSHFWLYH DQG VXSSRUWYV IXWLF;.g-b 'Y/'P(i U V\g%\% %SglRU L 'V DV ZHOO DV WKH U
HIWHUQDO UHSRUWLQJ WR WKH 6XVWDLQDELOLW\ GHSDUWF

7TKH LQGHSHQGHQFH RI WKH FRPPLWWHH PHPEHUV LV D&&J\ﬁﬁﬁgnyH)yFEHg lD?/Ssl-i:)lg:)V{/:'_'DI6ULaIDQDJLQJ LPSDEWV ULVNV D

VWUHQIJWKHQV REMHFWLYH GHFLVLRQ PDNLQJ DQG RYHU 7K 6 X YLVRU\N %R
VHEXQHW BHEXUW 1 FVE RUW $* P HHW D@VKH UHTXILHP HOW RI VKH * HUP DQ %)/IEIMQJ H/DUJSHHVVV \QK%U@ éDF\P\R/IFEIOH LV SDUW RI WKH 0DC

G K G FXVVLR DQG DSSURYDO RI VXVWDLQ|
&RUSRUDWH *RYHUQDQFH &RGH '&*. UHJDUGLQJ WKH é%é%é%%%% F,:ZI_VLL\&V Q Q Q

HJ\ (B/WKH DIJHQGD 5HPXQHUDWLRQ UHOD
PHPEHUV 7KH SURSRUWLRQ RI LQGHSHQGHQW PHPEHUV L R WKH 6XSHUYLVRU\ %RDUG IRU DSSURYDO

7KH 6XSHUYLVRU\ %RDUG LV UHVSRQVLEOH IRU PRQLWRULQJ WKH EW.V v
RSSRUWXQLWLHV RI VXVWDLQDELOLW\ 7KLV UHVSRQVLE%\’%%@L@%W %V%%Rég?zf {Q%CEV\EL ngXg;VDngDPEHLOVbWD\ PGD\\’/V
ZKLFK GHDOV ZLWK VXVWDLQDELOLW\ LVVXHV DQG VXVWDLQD L WsRUW LS tRGE W RIEENR WP PR Q Q

HQWLUH ODQDJHPHQW %RDUG RI VHFXQHW B6HFXULW\ 1HWEXRURRQPJHPHAGW PR BFRBORGFGEXSHUYLVRUN %RDUG DUH UHJ:
DERXW VXVWDLQDELOLW\ PDWWHUV DV QHHGHG S5HVSRQUPHLBERXWVVIRQLIBFAQYVeKDXP AWYpFWYNY DQG RSSRUWXQL\
ULVNV DQG RSSRUWXQLWLHV DUH DVVLJQHG ZLWKLQ WK H 0®DH\OHWUPHBYR @ R VEKH FFRYGH @W WR/ DWXV RIF WKH "RXEOH 0L
WKH GLVWULEXWLRQ RI UHVSRQVLELOLWLHV 7KH H[HFXWERBORIGHWR i \PR WDKRXIEY W B 5 DURE @vR! Wk tRU LGHQWLINLQJ
UHVSHFWLYH GHSDUWPHQWY )RU H[DPSOH WKH &(2 zrKREVINV URQYSRPAREWWXRWLEBY RV ZHOO DV WKH VWDWXV RI LP
UHVSRQVLEOH IRU LVVXHV UHODWHG WR (656 6 2zQ :RUNYRUWHKH tRHMWYBWHHObwbRIRBVY DU\ WKDW LV SULPDULO\ ZI

WKHVH WDVNV LV WKHQ WKH UHVSRQVLELOLW\ Rl WKH +HBHLEQI+LELVFXVVHG RU ZKHQ GHFLVLRQV QHHG WR EH PDGH I’
SODFH EH\RQG WKLV UHJXODU LQIRUPDWLRQ




ODQODIHPHOQW 5HSR AW

7KH ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RDUG GLVRBX\RJIUHY HRIHPWWHRUHGBPBQ@W PHDVXUHV UHJDUGLQJ WKH

ULVNV DQG RSSRUWXQLWLHV UHODWHG WR WKH FRPSDQ\DUYAMWDWMIDVRBMRHEGWNQQXDE WL REDUWLFXODUO\ EDVHG R(

DQG ULVN PDQDJHPHQW DV DQ LQWHJUDO SDUW RI WKHLQGGWRHVBERQIRDRDQJF s RR FHIVFKH\WODQDJIJHPHQW %RDUG PHPEH!

GXULQJ ERDUG PHHWLQJV SURYLGHG WKHVH HIIHFWV DUWFPDWHULDOWRKHQ PNV IWKWUDLP Rl HQVXULQJ PHDVXUDEOF

WHJLF GHFLVLRQV DQG WUDQVDFWLRQV VHFXQHW V JRYZHKUQHQYH E RRMAL 0D O:\{H UAK PWEMYUDEOH WDUJHW DFKLHYHI

DQG WR ZKDW H[WHQW FRPSURPLVHV DUH QHFHVVDU\ ZL6XK HUHIDWRI WR RPW &HEHWHUPWOHNVFWKH WDUJHW DFKLHYHPHQG

DVSHFWV ,Q SDUWLFXODU WKH\ DVVHVV ZKHWKHU WKHWGHBHWWR @ W VL\WK QR'ZY WHYWUHWLR QVKH WKH PLQLPXP SHUIR

ORQJ WHUP WDUJHWV RI WKH VXVWDLQDELOLW\ VWUDWHJVXVWDLQDELOLW\ WDUJHWV LV QRW PHW WKH WDUJHW DFKL

WKUHVKROG LV QRW SHUPLWWHG

YRU WKH \HDU WKH 6XSHUYLVRU\ %RDUG ZDV LQIRUPHG DERXW WKH FKDQJHV WR WKH

LPSDFWV ULVNV DQG RSSRUWXQLWLHV DQG WKH DVVRFIDMHIGF FEO'Q IW K HWR UMKIHR QRREWKH YDULDEOH UHPXQHUDWL

ODWHULDOLW\ $VVHVVPHQW '0$ DV ZHOO DV WKH LPSDEWVROXWKMW (@GHFXWUWWBHBWZRKUNY $* WKDW LV OLQNHG WR (€

LQIRUPDWLRQ UHVXOWHG IURP WKH SUHVHQWDWLRQ RI WEKGIORZW HRUDOKBEWSBEWY RI WKH

6XVWDLQDELOLW\ 6WDWHPHQW WKH DXGLW Rl ZKLFK E\ WKH H[WHUQDO DXGLWRUV ZDV

UHSRUWHG § SGHGXFWLRQHAL&YLRQV E\ VHFXQHW 6HFXULW\ 1HWZRUNV $*
FRQVLGHUDWLRQV DUH WKXV LQFOXGHG LQ WKH UHPXQHUDW

*29 QWHJUDWLRQ RI VXVWDLQDELOLW\ UHODWHG SHUI

LQFHQVIYH VFKHP HV

6XVWDLQDELOLW\ UHODWHG WDUJHWV DQG SHUIRUPDQFH FRHWHDMH® X VYRR LRV WK IR RQ DV PHDVXUHG E\ WKH
WHUP YDULDEOH FRPSHQVDWLRQ RI WKH ODQDJHPHQW %&®DUG RI VHFXQHW $*
$FFRUGLQJO\ VXVWDLQDELOLW\ LV LQFOXGHG LQ WKH ORQJ WHUP YDULDEOH FRPSHQVDWLRQ RI

WKH ODQDJHPHQW %RDUG DV D SHUIRUPDQFH FULWHULR QYA MM BRXQSG kRl BY FRAWHRYY R $\KH FDOFXODWLRQ FDQ EH |
VKDUH Rl WKH ORQJ WHUP YDULDEOH FRPSHQVDWLRQ UHSRUW RI VHFXQHW 6HFXULW\ 1HWZRUNV $*

7KH 6XSHUYLVRU\ %RDUG GHILQHV YDULRXV VXVwWDLQDE{®H WHB¥QHURWAB QIR WY Kbkt VRUY %RDUG RI VHEXQHW

XVXDOO\ XS WR WKUHH 7KHVH PD\ LQFOXGH IRU H[DPSJIR BRLAHYT WA R @ BNR Pk PA W U QW HG FRQVLGHUDWLRQV R

ZRUNIRUFH VHFXULQJ IXWXUH WDOHQW DQG WKH DWWUD¥IHTMYHHVY RI VHFXQHW $* DV DQ

HPSOR\HU RFFXSDWLRQDO KHDOWK DQG VDIHW\ DQG WUDLQLQJ DQG GHYHORSPHQW

WDUJHWYV &RPSOLDQFH ZLWK HQYLURQPHQWDO uHJxoDW&%QW\NBV\W&WQﬂ‘MVR@E%RSUKGJ#Qj—\/\JHlS?cE@

PDLQWHQDQFH RI FRPSOLDQFH VWUXFWXUHV PD\ DOVR EH KK FRUGH B OLHP WEW VS IRUIGX R D®IFHLIJHQFH UHJDUGLQJ ERWK K

FDWHJRU\ LPSDFWV FDQ EH FRPSDUHG ZLWK WKH UHOHYDQW LQIRUPDWL
6XVWDLQDELOLW\ 6WDWHPHQW

BURRRERWBsH RI ZRPHO DPRQJ WKH PDOQDJIHUV LQ WKH VHEXQ

7KH ODQDJHPHQW %RDUG V (6* FRPSHQVDWLRQ WDUJHWYV IRU GR QRW DOLJQ ZLWK WKH WDUJHWV IRUPXODWHG IRU WKH (6* VWUDWHJ\ 7KLV LV SUL
EH\RQG D KLJK GHJUHH RI DOLJQPHQW LV WKH JRDO
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.H\ HOHPHQWYV RI GXH 5LVN PDQDJHPHQW VA\VWHP DQG LQWHUQDO FRQWURO V\VWH|
GLOLJHQFH 'LVFORVXUHV LQ WKH 6XVWDLQDELOLW\ 6BWDWHPHQW | 1w\ UHSRUWLQJ

D ,QWHJUDWLQJ G®¥ ODQDJHPHQW RI UHVSRQVLELOLWLHYV
GLOLJHQFH LQWRY9 ORQLWRULQJ RI VXVWDLQDELOLW\ ,52V
JRYHUQDQFH VWWODWRBIRUPDWLRQ SURYLGHG DQG VXVWDLQDELOLW\ P BWWAHU V. DGGUHVVHGLE\)\LWIKWHG E\
DQG EXVLQHVV RRGHOWDNLQJ V DGPLQLVWUDWLYH PDQDJHPHQW DQGV
*29 ,QWHJUDWLRQ RI VXVWDLQDELOLW\ UHODWHG SHUARWIHDlQFF&R&JdVLQSHdc\MQWWUDOL]HG FRRUGLQDWLRQ E\ WKH 6XVWDLQDELOLW\ GH
VIVWHPV RQJRLQJ PRQLWRULQJ

6%0 'RXEOH ODWHULDOLW\ $SVVHVVPHQW L,QFRUUHFW LQIRUPIDID\HJRQI—L?QDUWPHQW LV VWDIIHG ZLWK WZR SHRSOH WR UHYL
E ,QYROYHPHQW RiI%0 6WDNHKROGHUVe LOQWHUHVWY DQG SRVLWLRQV WKH LQGLYLGXDO (656

DIIHFWHG ¥29 ,QIRUPDWLRQ SURYLGHG DQG VXVWDLQDELOLW\ PD@Iﬁ/\hI—Ub\{_'p\ﬁGyH/VVHGDW\D\M_K,HHQWHUHG LOWR WKH 6SKHUD .7 VIVWHP DW WKH SO
VWDNHKROGHUVXQ@HDL(D\MDNLQJ V DGPLQLVWUDWLYH PDQDJHPHQW DQG VXSHUYLVRUVERGLKY| Q) WKH VL[ H\HV SULQFLSOH DW VHFXQHW HQWU\ DSSU
NH\ GXH GLOLJHBEH 'RXEOH PDWHULDOLW\ DVVHVVPHQW SURFHVYV DQG SODXVLELOLW\ LV FKHENHG E\ *

VWHSV

F ,GHQWLILFDWLRE®»DQGRXEOH ODWHULDOLW\ $VVHVVPHQW 7KH GDWD LV WKHQ WUDQVIHUUHG |URP 6SKHUD WR WKH ,7

DVVHVVPHQW RI6%0 5HVXOWV Rl WKH 'RXEOH ODWHULDOLW\ $VVHVVPHQW UHSRUWLQJ WKLV LV IROORZHG E\ D IXUWKHU FKHFN IRU W

QHJDWLYH LPSDBWY 'RXEOH PDWHULDOLW\ DVVHVVPHQW SURFHVV

G $FWLRQV WR FRXQVWHWLRQV DQG UHVRXUFHV LQ UHODWLRQ WR FOLPD FK L
WKHVH QHJDWL\(H $FWLRQV DQG UHVRXUFHV UHODWHG WR UHVRXUFH g‘lh' D%%QSIL\%@LOéLg'%'FQd'%\\ UHSRUWLQJ IRU WKH HQWLUH *URX

HITHFWYV $FWLRQV 6XVWDLQDELOLW\ GHSDUWPHQW RI VHFXQHW 6HFXULW\ 1HWZF

$SFWLRQV |
S DO P HOW Rl UHODWLRQVKLSY ZLWK vxssoLHuyDQG RQIRLQI PRQLWRULQJ Rl GHDGOLQHYV SUHYHQW ODWH UH

BUHYHQWLRQ DQG GHWHFWLRQ RI FRUUXSWLRQ DQG EULEHU\

* OO

H 7UDFNLQJ WKH 6 $FWLRQV 7TKURXJK WKH LOQWHQVLYH LQYROYHPHQW RI WKH VSHFLDOLVW

HITHFWLYHQHVV6RI 3URFHVVHV WR UHPHGLDWH QHJDWLYH LPSDFWV D F W% U
WKLV HITROWVEKOG6 ZRUNHUYV WR UDLVH FROFSU OV FREPARCGYIVVRPWKRH 6 XVWDLQDELOLW\ 6WDWHPHQW V FRQWH

FRPPXQLFDWLR® ™ 3ROLFLHV UHTXLUHPHQWY E\ WKH 6XVWDLQDELOLW\ GHSDUWPHQW Wt

LQDFFXUDWH UHSRUWLQJ DUH PLWLJDWHG 7KLV IRUP RI PDQC

26 SLYN PDODJHPHOW DOG LOWHUGDO FRQWUROV Ry Y KURXIKRXW WKH HQWLUH ILQDQFLDO \HDU WR LGHQWLI\ W
PRQWHQW ZHOO LQ DGYDQFH DQG WR FORVH DQ\ SRWHQWLDO

VXWDLQDELDW HSRUAQJ

SLVN PDQDJHPHQW DQG LQWHUQDO FRQWUROV UHODWLQ& W o WIVRRYL QR B H M\ PYYEBVWHRYLHYUE\ WKH DXGLWRUV FR

EDVHG RQ WKH ULVN PDQDJHPHQW DQG LQWHUQDO FRQWWRNNVWWHBFH& & UXRIIG VPRV WRAXRBMW, DXGLW RI WKH VXVWDL

VHH WKH FRUUHVSRQGLQJ H[SODQDWLRQ LQ WKH O0BQHHRFIARW sRAHRMW DOBERFHFLHQFLHY )XUWKHUPRUH WKH |

VXVWDLQDELOLW\ UHSRUWLQJ LV D UHFXUULQJ SURFHVV \SHRERYVDWYYNY LY Py W I B WG REFRUWKH DXGLW

LQJ WR WKH ,&6 SULQFLSOHV 5LVN LGHQWLILFDWLRQ DQG DVVHVVPHQW DUH EDVHG RQ PDQ\

\HDUV RI H[SHULHQFH ZLWK YDULRXV W\SHV Rl UHSRUWLQRH O®RPNBPHOM. SHWRUNMHSPRAVPHQW UHJXODUO\ LQIRUPV W

JLQDQFLDO 6WDWHPHQW 6XVWDLQDELOLW\ 6WDWHPHQWHFXYHRW 6WEMMWWRQA HRNVZRUXNVVS$SLYHYERRW WKH VWDWXV RI WK

QHFHVVDU\ GXH WR WKH PDQDJHDEOH QXPEHU RI PDWHULO®QPHGP\UDMWVLRQ LQ OLIJKW RI WKH DIRUHPHQWLRQHG ULVNV 'X
SKDVH WKLV LQIRUPDWLRQ LV SURYLGHG PRQWKO\ DQG GXl

%DVHG RQ WKLV VHFXQHW LGHQWLILHV LQFRPSOHWH LQRKHNGADWK pRREJHQAWLEHON W HRFIKRWORIFRQVXOWDWLRQV DUH

DV WKH PDLQ ULVNV RI VXVWDLQDELOLW\ UHSRUWLQJ 2UdQbsAdBWLHERY WHDPY XUXPKAWHEHWR® WKH ODQDJIHPHQW %fF
LPSOHPHQWHG WR PLWLJDWH WKHVH ULVNYV FRQVXOWDWLRQV
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6WUDWHJ\ .H\ SURGXFW RIIHULQJYV DOVR LQFOXGH DFWLYLWLHV LQ WKH
ELRPHWULFV 7KHVH RIIHULQJV HQFRPSDVV VROXWLRQV IRU !
6%0 6WUDWHJ\ EXVLQHVV PRGHO DQG YDOXH FKDLQ  xyvHU DXWKHQWLFDWLRQ RQ ZHE SRUWDOV DV ZHOO DV ELRP}
VHFXQHW LV RQH RI WKH OHDGLQJ F\EHUVHFXULW\ FRPGDFRGOHEQYLRHURLDY\K RIILFRDO LGHQWLW\ GRFXPHQWV 7KL
LQFUHDVLQJO\ LQWHUFRQQHFWHG ZRUOG WKH FRPSD @R URRPE [FROW LBRIR & XFWNP\D WK DW HQVXUH D VPRRWK DQG VH
FRQVXOWLQJ VHUYLFHV WR FUHDWH UHVLOLHQW GLJLWDIOU$RUWDN IVQE RWKHY ERQG HYURRQ & R@K$HR L Q WV
KLJKHVW SRVVLEOH OHYHO RI SURWHFWLRQ IRU GDWD DSSOLFDWLRQV DQG GLJLWDO LGHQWLWLHV $
NH\ FRPSRQHQW RI LWV SRUWIROLR LV QHWZRUN FRPSRQMGEW VK HDIWXUFLDQUH DREDDNGHW G VHFXQHW WDUJHWYV LWV VHL
HQFU\SWLRQ WHFKQRORJLHV DSSURYHG E\ WKH *HUPQROXEGOUBE\VLFLPYVIRKRVSLWDOV DQG SKDUPDFLHV 7KH
,QIRUPDWLRQ 6HFXULW\ %6, XS WR WKH KLJKHVW QDWLRRDOYVEERU LW ULIRKWO FRQQHFWRUV 7KHVH FRQQHFWRUV RII
WHOHPDWLFV LQIUDVWUXFWXUH 7, DQG SURYLGH LQWHUIDF}
VHFEXQHW V EXVLQHVV FRYHUV WKH HQWLUH YDOXH FKBOEFWURR LEQDIWLIQ VD QGHFRHNGLIJB5 DQG WKH HOHFWURQLF
WKURXJK GHYHORSPHQW WR LQWHJUDWLRQ RSHUDWLR@GGBRMQWHODQFH WKQG WRKGSREWRREN SHUIRUP FUXFLDO VHF
VROXWLRQV 7KH H[WHQVLYH XVH RI RSHQ VRXUFH VRH®EDUSW D@ DD GPXIOWPLW X ®H GRFDO GRFXPHQWY 7KLV HQVXU
FRRUGLQDWHG VHFXULW\ PHFKDQLVPV HQDEOH WKH UHD ®MLQBWLRRF RVVOBJLEOWH Y¥DWDEWD KHDQ® K GDWD ZLWKLQ GLJLW
KLJKO\ VHFXUH VROXWLRQV 7KHVH DUH W\SLFDOO\ WDLORUHG WR VSHFLILF DSSOLFDWLRQ
VFHQDULRV LQ LQGXVWULHV ZLWK SDUWLFXODUO\ KLJK LQRRUPQGMX\RQUIHFXEXWHWHR XHWNPWUROWWWLRQV IRU VHFXUH HGJ
ZDUQLQJ V\WWHPV IRU WKH SUHYHQWLRQ DQG GHWHFWLRQ RI
$ NH\ FRPSRQHQW RI WKH SURGXFW UDQJH LV WKH ,3 EDWW GF X0 DSMIRVRQN D EX1BFWXULQJ FRPSDQLHV ZLWK KLJK
76HFXUH ,QWHU 1HWZRUN $UFKLWHFWXUHY GHYHORSHKGLWQF B RRISHWUDWWRIXFMWK VWKF, 7,6 DUH DOVR DGGUHVVHG
*HUPDQ )HGHUDO 2IILFH IRU ,QIRUPDWLRQ 6HFXULW\ 9%6l,DF QLN EHRVRHFM W DH® HPWRBWDOFH WR WKH IXQFWLRQLQJ RI
LQIRUPDWLRQ IURP XQDXWKRUL]JHG DFFHVV DQG HQDE®KWUWKHN WHEXSRUWURBDMMMLQLQDQFH DQG LQVXUDQFH VHFW
VWRUDJH DQG WUDQVPLVVLRQ RI FODVVLILHG LQIRUPDWLRQ YLD WKH LQWHUQHW :LWK %6,
DSSURYDOV XS WR WKH KLIJKHVW QDWLRQDO VHFXULW\ FO/DMAXLQ HRMD W RX®R \R | DR 3. (VH 6.,Q SWRKHHHMRY VL O IXHO VHFWRU QRU |
PD[LPXP VHFXULW\ VWDQGDUGV QRU LQ WKH ILHOG Rl FRQWURYHUVLDO ZHDSRQV QRU LQ WKF
WREDFFR
7KH 6,1$ SURGXFW IDPLO\ FRPSULVHV D FRQVWDQWO\ JURZLQJ QXPEHU RI PRGXODU
FRPSRQHQWYV VXFK DV FOLHQWV JDWHZD\V VHUYHUV 5BDRRBUWRQWZDEFMR WGRRAVWRKEHEE VHFWRUV LV QRW \HW PDC
FRPSRQHQWY DUH XVHG WR VHFXUH D ZLGH YDULHW\ Rl 5SSSODEDWLRQ RFMXRVLEW V6SHEDEDOLW\ 6WDWHPHQW
6,1$ FRPSRQHQWYV DUH RIIHUHG IRU KLJK VHFXULW\ PLOLWDU\ DQG JRYHUQPHQW
QHWZRUNV ZKLFK SODFH SDUWLFXODUO\ KLJK GHPDQMGHURQDGBWDR \SHURKLIBAW LIRS RQ VHFXQHW V SURGXFWV R
HTXLSPHQW UHVLOLHQFH 7KHVH DUH EDVHG RQ D KDUGUHQWEUKBWGRRVHUSIODWERQB BQGIJLEOH FXVWRPHUV DQG UHJI
DUH GHVLJQHG IRU H[WUHPH RSHUDWLQJ FRQGLWLRQV 6IHISRUW UHVMXQHW KPYVD ORBHLHBQWUDGH UHJXODWLRQV DQG
RITHULQJ WKH 6,1$ &0RXG D VROXWLRQ IRU WKH OHJDOCBURRPIQ DD QW FOXREAHSURGX RW K ILIK®AKH 6,1$ SURGXFW IDPLO\
VHQVLWLYH DQG FODVVLILHG LQIRUPDWLRQ FRQILGHQWLDO GRFXPHQWYV
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VHFXQHW V VDOHV IRFXV LV SULPDULO\ LQ *HUPDQ\ ,WWH ER@HW GRMHVRQRW KDYOHY GRWILYDWWHRDUNHW SRVLWLRQ ZL
FRQFHQWUDWH RQ FRXQWULHV ZLWKLQ WKH (XURSHDQ 8QLRQ (8 RUJDQL]DWLRQV GHIHQVH
DQG VSDFH DJHQFLHV LQFOXGLQJ RUJDQL]DWLRQV VXFK DYV WA X 50\ UMIDHR OLBGOH FEPWQ ,7 KDUGZDUH LV SURFXUH:
JHQHRXV VXSSOLHU VWUXFWXUH LQFOXGLQJ ERWK PHGLXP VL
VHFXQHW V FXVWRPHUV DUH SULPDULO\ IURP WKH SXEOLVFWHFGVRILG LQFREGGQD QD WIHFQRYU D@ELWDEOH SHUVRQQHO
LQWHUQDWLRQDO JRYHUQPHQWYV PLQLVWULHV DQG DISW@FLHIVP YOD/OXAH GRD LD VIHKFEXQHW FRPSHWHV ZLWK PDQ\ R\
JRYHUQPHQWDO RUJDQL]DWLRQV 7KH *HUPDQ $UPHG )RU¥XDBIOLOGE& SHUVROH HRWJIDQL
]JDWLRQV DORQJ ZLWK VHFXULW\ DJHQFLHV VXFK DV SROLFH DQG ERUGHU SDWUROV DUH DOVR
NH\ FOLHQWV 7KH &RPSDQ\ DOVR VHUYHV VHFWRUV ZLW® WEHFGRZR VW VHBRUMOXBHAKDRUG WZR W\SHV RI PDUNHWYV F
PHQWVY VXFK DV KHDOWKFDUH DQG LQGXVWU\ WKHUH DUH UHJXODWHG PDUNHWYV ZKHUH RQO\ DSSURYHG RU
WUDGHG VHFXQHW KDV D VWURQJ PDUNHW SRVLWLRQ KHUF
VHFXQHW V EXVLQHVV PRGHO LV EDVHG RQ VSHFLILF SRUSWW®LRVKCDOY HD UM FARDIOEG FIVHSURYDO 7KH VLWXDWLRQ L
GHYHORSHG DQG VHFXUHG LQ WKH IROORZLQJ ZD\ $ GRIVUNMWWLRROHUW PRBSHBHWZRBQLY VLIJQLILFDQWO\ KLJKHU +
GHYHORSPHQW VHUYLFHV VRIWZDUH DQG KDUGZDUH RQ WKBHWRRK KO @® G, 1L YREXWDRQR QDQGVXSSOLHUV
WKH FRQVXOWLQJ EXVLQHVV SURYLGHG E\ VHFXQHW V HPSOR\HHV RQ WKH RWKHU KDQG
$V Rl '"HFHPEHU VHFXQHW HPSOR\V D WRWDO RI SHR
§ ,7 VROXWLRQV +DUGZDUH UHTXLUHPHQWY DUH PHW WK ERXHG ALHQWWPFPOIJHG SXUFKDVLQJ
DQG VXSSO\ FKDLQ PDQDJHPHQW ZKLOH VRIWZDUH GHYHORSPHQW VHUYLFHV DUH
SULPDULO\ SURYLGHG E\ LQ KRXVH VWDIl 7KHVH QHHGV6B60OH PEHMWDWHKKR® GH HY &OIRQMWHH UHVWY DQG SRVLWLRQV

GHYHORSPHQW DQG UHFUXLWPHQW 2XU VWDNHKROGHUV DQG LQWHUHVW JURXSV LQFOXGH RXU F
§ &RQVXOWLQJ EXVLQHVV +HUH WRR QHHGV DUH PHW WKURSOR\HBYo R UMHEWRYYRBRGEQWRDO\VWY OHJLVODWRUV DQG
DQG UHFUXLWPHQW WKH YDOXH FKDLQ DIILOLDWHG FRPSDQLHV DQG FRRSHUDWL

WKRVH LQ SROLWLFV EXVLQHVV DQG VRFLHW\ LQWHUHVWHG
7TKH RXWSXWV RI VHFXQHW V EXVLQHVV PRGHO DQG WKHVHﬁyéQW%pUHJDUGLQJ FXUUHQW DQG

HI[SHFWHG EHQHILWYV IRU FXVWRPHUV DQG LQYHVWRUV DUH

$V SDUW RI LWV VWDNHKROGHU DQDO\VLV VHFXQHW LGHQ
§ 2XWSXWV WR FXVWRPHUV LQFOXGH VROXWLRQV DQG .7 GWRRKKWKY cYRNW ZPRIWHES WkHP E\ UHOHYDQFH DQG HYDOXD
KDUGZDUH DV ZHOO DV FRQVXOWLQJ VHUYLFHYV DQDO\VLV ZDV GLVFXVVHG DQG YDOLGDWHG ZLWK WKH UHOHY|

§ 2XWSXWV WR LQYHVWRUV LQFOXGH LQIRUPDWLRQ IURP WKIxBDBYSHOWEEL o/ VB EBKFREHUV DQG ZLWK WKH 0DQDJHPHQ
ILQDQFLDO UHSRUWLQJ RU IURP LQYHVWRU GLVFXVVLRQV )XUWKHUPRUH LQYHVWRUV UHFHLYH

UHWXUQV WKURXJK GLYLGHQG SD\PHQWYV IURP DQQXDO FURRMWIMWDGE WRURKWK Yikh MOMPNHIYROGHU GLDORJXH DFURVYV
LQ VKDUH YDOXH XWLOL]LQJ YDULRXV FKDQQHOV DQG DFWLYLWLHV WR HQJDJH

GLDORJXH GHSHQGV RQ WKH WRSLF DQG WKH VWDNHKROGH

§ 7TKHUH DUH QR RWKHU VLJQLILFDQW VWDNHKROGHUV ZKRWhhik¥ 8 FHOVESYW VE HVRR MHRRHUHE \HTXDOOY UHOHYDQW WR
EXVLQHVV PRGHO LQFOXGLQJ VXVWDLQDELOLW\

([FOXGLQJ WKH ODQDJHPHQW %RDUG
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'XH WR WKHLU H[SHULHQFH DQG RSHUDWLRQDO UHVSRQVLELOLWLHYVY WKH ODQDJHPHQW %RDUG
DQG 6XSHUYLVRU\ %RDUG DUH DOUHDG\ LQIRUPHG DERXW WKH SRVLWLRQV DQG LQWHUHVWYV RI
WKH VWDNHKROGHUV FRQFHUQHG ,I WKLV LQIRUPDWLRQ QHHGV WR EH VXSSOHPHQWHG ZLWK
FXUUHQW VXVWDLQDELOLW\ LVVXHV DSSURSULDWH QRWLILFDWLRQ ZLOO EH LVVXHG

.H\ VWDNHKROGHUV 2UJDQL]DWLRQ RI WKH HQJDJHPHQW 3XUSRVH DQG RXWFRPH RI WKH HQJDJHPHQW

(PSOR\HHV § JRUPDO HPSOR\HH PHHWLQJV § 211HU DWWUDFWLYH HPSOR\PHQW DQG FDUHHU RSSRUWXQLWLHV
§ ,GHQWLI\LQJ WUDLQLQJ QHHGV DQG ISP SHOYHHPOIRSVY R 1 ODKHPVDOHQWY DQG H[SHULHQFH
§ :RUNVKRSV § 3URPRWH GLYHUVLW\ HTXDO RSSRUWXQLWLHV LQFOXVLRQ EHORQJLQJ DQG FRUSRUDW
§ :RUNV PHHWLQJV
§ :RUNV FRXQFLO V\VHOHYHQ
§ $00 KDQGV PHHWLQJV
§ 6LWH YLVLWV ZLWK GLDORJXH IRUPDW
&XVWRPHUV § 'LUHFW H[FKDQJH LQ UHJXODU FXVWRPHRSDQEHS BRWMRWHU VDWLVIDFWLRQ DQG H[SDQG SURGXFW DQG VHUYLFH RIIHULQJV
EXVLQHVV H J YLD NH\ DFFRXQW PDQDJHUV
§ %6, V FROOHFWLRQ DQG UHSRUWLQJ RI FXVWRPHU IHHGEDFN
LQ WKH SXEOLF VHFWRU
§ 5HIJXODU FXVWRPHU HYHQWYV
§ &XVWRPHU VXUYH\ ZLWK WRS WHQ FXVWRPHUV SHU GLYLVLRQ
LQFOXGLQJ TXHVWLRQV DERXW JRRG EDG H[SHULHQFHYV
ZLWK VHFXQHW SURGXFWV SOXV WKH RSWLRQ IRU SODLQ
WH[W FRPPHQWY 7KH FROOHFWHG GDWD ZLOO EH IRUZDUGHG
WR WKH UHOHYDQW GLYLVLRQV
6XSSOLHUV EXVLQHVVESONM@HBY GLVFXVVLRQV § &UHDWH PXWXDOO\ EHQHILFLDO HFRQRPLF YDOXH IRU RXU VXSSOLHUV DQG SDUWQHUV
§ 6XSSOLHU UHYLHZV § (QVXUH DQ HQYLURQPHQWDOO\ DQG VRFLDOO\ UHVSRQVLEOH VXSSO\ FKDLQ :H ZDQW W
§ 6XSSOLHU DXGLWV VDPH YDOXHV DQG DUH FRPPLWWHG WR LPSURYLQJ VXVWDLQDEOH SUDFWLFHV
§ %LODWHUDO H[FKDQJH

,QYHVWRUV DQDO\VW\

§
§

<HDU URXQG GLDORJXH WKURXJK LQYSH%WRDWH ODMREBQOXQGHUVWDQGLQJ RI WKH HFRQRPLF VLWXDWLRQ RI VHFXQHW $* DQG WHF
HYHQWYV DQG PHHWLQJV IRU JHQHUDWLQJ WRWDO VKDUHKROGHU UHWXUQ WKURXJK VKDUH SULFH LQFUHDVHV DQ
5HIJXODU GLVFXVVLRQV ZLWK DQDO\WWYV DQG LQYHVWRUV

$QQXDO *HQHUDO OHHWLQJ

$IILOLDWHG FRPSDQLHg

'"LUHFW H[FKDQJH ZLWK DIILOLDWHG FRPSDQLHV

FRRSHUDWLRQ SDUWQHUWWUDWHILF DOLJQPHQW

RUNHUV LQ WKH YDOXHKE HKPKHDWDQJIJH ZLWK VXSSOLHUV RQ WRSLFV UHODWLQJ WR ZRUNHUV

LQ WKH VXSSO\ FKDLQ
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7TKURXJK YDULRXVY ZHOO HVWDEOLVKHG GLDORJXH IRUPDWXU WHKIHR FXWH/BHEW LSEBVWRRHP SORROXGHY D VXSSOLHU TXHV\
HHY DUH LQFRUSRUDWHG LQWR WKH VWUDWHILHVY GHFLVHR@VLOEQGSDRWIORIQR I RVKHKHMXBISEXRIHW2QH VHFWLRQ RI WKH
*URXS 6WDNHKROGHU LQWHUHVWYV DUH LQFOXGHG LQ WKUWHPPQVENEEDO I’WD IDQY VIV VPEIIQM QIFRIGSFW /N6* LOQTXLULQJ I
GHWHUPLQH LWV RXWFRPH SRVLWLRQV RQ KXPDQ ULJKWV LVVXHV DQG IXQGDPHQWDO \
VXSSOLHU HYDOXDWLRQ LV EDVHG RQ WKH TXHVWLRQQDLUH L
§ 5HJXODU GLDORJXHV EHWZHHQ HPSOR\HHV DQG WKHLU PDODIMUY WKDW IFRQXDGC  HWNUUR®/XVWU\ DQG FRXQWU\ ULVNYV
DJUHHPHQW DQG WDUJHW DFKLHYHPHQW GLVFXVVLRQV DV ZHOO DV LQWHULP GLVFXVVLRQV

0 \
§ ([FKDQJH IRUPDWY EHWZHHQ WKH ODQDJHPHQW %RDUG lgélémc?oéjo%k\'HheoHSszDDO%G WKHLU LQWHUDFWLRQ ZLWK VWUD

KDQGY PHHWLQJV VHFXEORJ
2XU LGHQWLILHG PDWHULDO ,52V DUH RXWOLQHG LQ WKH '0%

§ 6WDII PHHWLQJV $VVHVVPHQW DQG IXUWKHU GHVFULEHG LQ WKH UHVSHFWLYH
§ ([FKDQJH FRQVXOWDWLRQV DQG QHJRWLDWLRQV EHWZHHPINWKHPED B YHRPWD W AR D HE& I/URP DQG FRQJIJUXHQW ZLWK VHE
DQG WKH +5 GHSDUWPHQW VWUDWHJI\ 7KHUHIRUH QR FKDQJHV WR WKH EXVLQHVV PRGHC

D UHVXOW RI WKH ,52V
§ (PSOR\HH VXUYH\V OHDVXULQJ HPSOR\HH VDWLVIDFWLRQ 7KLV VXUYH\ SURYLGHV

LQVLIKWY LQWR HPSOR\HH VDWLVIDFWLRQ DQG PRWLYDWIRQ0 WU PHRVHUIN D &! s2ROPPEDWH WR WKH FRUH DFWLYL
RUDWLRQ DQG FKDQJHV LQ FRUSRUDWH FXOWXUH %\ DRPR¢ LY BBIHR Qe R Kb VRLRREYYUDWLRQV % HFDXVH RXU |
LQ WKH VXUYH\V ZH DOVR HQFRXUDJH HPSOR\HHV WR G R\Ed i R Q! RO Y WWRREHO  zH PDQDJH PRVW RI WKH!
IRU LPSURYHPHQW IURP ZKLFK ZH GHULYH DFWLRQV WRRRWEHF LR R QY W BIRWPPIQFHHY 7KLV DSSOLHV SDUWLFXODLU
DV DQ HPSOR\HU 7KH UHVXOWYV RI WKH HPSOR\HH VXURKHY BRYRINGENH PRU D HEPMIWVREPHOQWDO .52V LGHOWLILHG
UHJXODU GLDORJXH EHWZHHQ PDQDJHUV DQG HPSOR\HIRZ 6 QuWWIkh P BBIRAY FkbIRUVR XU GLUHFW LQIOXHQFH OLHV
PHQWV DQG XQLWV RI RXU &RPSDQ\ HVSHFLDOO\ LQ SURFXUHPHQW DQG ZDVWH PDQDJHPHQW

7KH LQWHUHVWY YLHZSRLQWV DQG ULJKWV RI ZRUNHUVLkQ WiHo POV IHURKPHQ W KB PPSOFHFWY UHVXOW SULPDULO\ IUR
VLIQLILFDQWO\ DIIHFWHG E\ VHFXQHW LQFOXGLQJ UHVSHEMyLRWUPVEHYLER oKX PR WIRIKWEY HDWR RXU EXVLQHVV PRGHO
WDNHQ LQWR DFFRXQW UHVLOLHQFH WR VSHFLILF FOLPDWH ULVNV LQFOXGLQJ FOLPEL

WKH EHORZ VHFWLRQV RI WKH UHSRUW RQ (656 (
7KH IRXQGDWLRQ RI VHFXQHW $* V SXUFKDVLQJ DQG SURFXUHPHQW SURFHVV LV FOHDUO\

GHILQHG SURFHGXUHV DQG UHVSRQVLELOLWLHV ILUPOAxRQRIRIWGLHE IHIDWIRAPRREYDO LPSDFWV DUH SRWHQWLD
SURFHVV ODQGVFDSH $QQXDO GLVFXVVLRQV DUH KHOG Zljkle Y BEXQMMI\IY S/HN N ¥XSE3-OIWYIWR VXFK DV GDWD SURWHF
UHYLHZ WKHLU LQWHUQDO VXSSOLHU HYDOXDWLRQV D Q% &YV Y WIGRMIH QW BB HRY HAHFREMVREBY H LPSOHPHQWHG W
FKDQJHV LQFOXGLQJ VXVWDLQDELOLW\ LVVXHV 7KH JRDMG Ry K YR Gk FRYY LRV E K JVRDIRY WIRW FROWLOXHG WKH !

SRVLWLYH VXSSOLHU GHYHORSPHQW DQG HQVXUH D FRQWPAEWHQAWR SRY VAR FY 0@ RWBRQAVstUHD G
REVHUYH WKDW PDQ\ RI RXU VXSSOLHUV DUH DOUHDG\ RQ WKH SDWK WR VXVWDLQDEOH

GHYHORSPHQW RU KDYH DOUHDG\ LPSOHPHQWHG LW
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$V DQ ,7 VHUYLFH SURYLGHU ZH DOVR PDNH D SRVLWLYBD FRIMIHEWWRIQ,52H/ LQYHVW

VSHFLILFDOO\ LQ WKH IXUWKHU WUDLQLQJ DQG VNLOOV GHYHORSPHQW RI RXU HPSOR\HHV DQG

SURPRWH VRFLDO VWDQGDUGV ZLWKLQ RXU RZQ ZRUNIRUFH 7HYRYESWHRR R AMMKHFERIL WKHKRSURFHVYV WR LGHQWLI\ DQC
GLIJLWDO LQIUDVWUXFWXUHV VHFXQHW VXSSRUWV GLJLWBSP NV RY YRV VREEHRBS RUMX QLAWY BIbH\ 1RU

SXEOLF LQVWLWXWLRQV %DFNJURXQG DQG PHWKRGRORJ\ RI WKH '0$%$
6LQFH ZH KDYH FRQGXFWHG D GRXEOH PDWHULDOLW\ DVV
&XUUHQW ILQDQFLDO LPSDFW DQG UHSRUW RQ LW LQ RXU VXVWDLQDELOLW\ VWDWHPHQWYV

7KH ILQDQFLDO LPSDFW RI WKH LGHQWLILHG PDWHULDO FIBMHCDRYE WEHR&ARX QEWHRWLXHEXBUHQwoO\ DQG WKH (656 7k
OLPLWHG B5HVRXUFH H[SHQGLWXUH IRU FRPSOLDQFH ZRWkDWH V65 RRVEH WHBP (B2V KDV EHHQ FRQWLQXRXVO\ GH
7D[RQRP\ UHPDLQV DW D VLPLODU OHYHO WR WKH SUHYLRYV XEHUPHRW Y xPEWY UOR ILYPBRHRHG RQ WKH ILQGLQJIV RI SUHYL
HHV LQ WKLV DUHD KDV DOVR UHPDLQHG WKH VDPH %DVRG WERXxU LBPWHIBNPE® WS HRY YWiDERPHQW EHLQJ UHYLHZHG I

RXU LQYHVWPHQWY LQ H[WHUQDO FRQVXOWLQJ VHUYLFHVRRW LIXHEpLQABYB{YDWPRE DFFXUDF\ 7KLV UHYLHZ FRQVL(
KDYH GHFUHDVHG VWDNHKROGHUV YDOXH FKDLQ DQG H[LVWLQJ GHSHQGHQF

SHUVSHFWLYHY DQG LOQWHUHVWY RI WKH VWDNHKROGHUV LQ?

6LQFH RXU PDWHULDO ,52V DUH FORVHO\ OLQNHG WR R¥K{UYRRUH Wi DVIMFIVYY HEE RIluW X KUHOHYDQW GHSDUWPHQW
SRWHQWLDO DFWLRQV WR RSWLPL]JH RSSRUWXQLWLHV YEY BewWw\sMke BRYNY IBE d G i ly@y) PDWHULDO LPSDFWYV
LPSDFWV DUH HPEHGGHG LQ RXU H[LVWLQJ JRYHUQDQFH VWUXFWXUHV 7KLV HQDEOHV XV WR

GHPRQVWUDWH D KLJK OHYHO RI UHVLOLHQFH zZLWKLQ WKH WSpHY KRRAFREW HH ILQ IPE AIRYCRRAH ZLWK WKH GRXEOH P

DQG ‘0$V 7KLV DVVHVVPHQW LV EDVHG RQ TXDOLWDHkRFH TR3b Y WRHWHM Wik Wuelpd-ORVXUHV RQ (6* LVVXHV DUH
H[SHUWV ZKR FRQGXFWHG D KROLVWLF HYDOXDWLRQ RI H[MRHQDIDRG WEHWH WY RQPHRON x y¥DFW PDWHULDOLWY  RI
IRU DOO .52V DV SDUW RI WKH '0$ SURFHVV FRPSDQ\ ILQDQFLDO PDWHULDOLW\ KDYH EHHQ LGHQWLILH

PDWHULDO LVVXHY DQG WKHLU LPSDFWV ULVNV DQG RSSRU\

6XVWDLQDELOLW\ ULVNV DQG RSSRUWXQLWLHV DUH QRWRYWWRR KXW LPHS Ukl RRARHRA UMWY pP@Q RXU FDVH WKH WR:
RSSRUWXQLWLHV ZLWKLQ VHFXQHW V ULVN PDQDJHPHQwW XVHG EDVHG RQ WKH (656

&KDQJHV LQ PDWHULDO 52V &RQGXFWLQJ WKH PDWHULDOLW\ DVVHVVPHQW

7KH '0$ GLG QRW LQWURGXFH DQ\ VLJQLILFDQW QHz’WRIROWRRPED BHW KWRERPEYILFDO DQG FRQWHQW UHODWHG F
0% ™ WKH UHSRUWHG (656 UHPDLQ WKH VDPH 'XH WRWHERzUHY HYSROLROFYKAH WOWHULDOLWY DVVHVVPHQW WR
WKH &65' WKH '0$ UHVXOWHG LQ D VPDOOHU QXPEHU RVVEDMVFHRW Lv suLPDULO\ GXH

WR WKH FRQVROLGDWLRQ RI UHGXQGDQW ,52V $GGLWLRQDOO\ VRPH ,52V IHOO EHORZ WKH

PDWHULDOLW\ WKUHVKROG DIWHU WKHLU DVVHVVPHQW zD¥L@ky WkHcPDWHULDOLW\Y DVVHVVPHQW IRU ZDV VWLO

VSUHDGVKHHW SURJUDP ([FHO WKH PDWHULDOLW\ DVVH\
LPSOHPHQWHG XVLQJ WKH IXQFWLRQDOLWLHV RI WKH ULVN F
*5& ,Q 6FKOHXSHQ *5& ,52V FDQ EH GRFXPHQWHG DQG DVVHYV
DVVHVVPHQW FRQILIJXUDWLRQV SURSRVHG E\ ()5%$* IRU ,52 D
IRU WKLV SXUSRVH ,Q WKLV UHVSHFW WKH FRQVLGHUDWLRC
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DVVHVVPHQW LV LQWHJUDWHG LQWR VHFXQHW V ULVN DQ¢ REBSRMELOQMWN\RPREPIHIHPHQWH WMKNHVVPHQW RI WKH ULVN E
VDPH WRRO LV XVHG RQO\ WKH DSSURDFKHV WR WKH DVVHV\FREKQW KUWPIHHLV XU HV

JURP VXPPHU RQzZDUGYV WKH UHVXOWYV RI WKH PDWHUﬁPJ%} V‘Y Lv\wmgﬁblﬂo LPSDFW $VVHVVPHQW RI WKH
YDOLGDWHG DQG WKH SDUDPHWHUV IRU GHWHUPLQLQJ WKH DWHULDOLW\ DVVHVVPHQW

ZHUH GHILQHG 7KH IROORZLQJ TXHVWLRQV ZHUH DVNHG hRYHPFKS PP pwHULDOLW LV FDOFXODWHG XVLQJ WKH IRUPXO

JLODQFLDO ODWHULDOLW\ PDJQLWXGH RI ILQDQFLDO LPSDFW
§ ,V WKH ,52 VWLOO UHOHYDQW" ,I QRW LW KDV EHHQ GHDF W k¥

§ ,V WKH ,52 SRVVLEO\ UHGXQGDQW" ,52V ZLWK VLPLODU BRDE@ dMV XKD Y ERQY \FGHUMHE& PDWHULDO LI LWV UDWLQJ LV EH

LQWR RQH DQG WKH UHPDLQLQJ RQH KDV EHHQ GHDFWLYDWHG
LGHQWLI\LQJ DVVHVVLQJ WKH ULVNV DQG RSSRUWX

§ 'RHV WKH DVVHVVPHQW VWLOO UHIOHFW WKH SUHYLRXV \%%\ME)éWT_Iﬁle\P\Q\(W\{(VW_II(QlWU LPSDFWV 7KLV PHDQV WKDW ZF
SDUDPHWHUV IRU WKH ,52V ZHUH UHYLHZHG DQG FRUUHB aGR%@%%W\/QJjE\WYVQU\)\/KDW ZHUH LPPHGLDWHO\ DSSDUHQW

7KH PDWHULDOLW\ DVVHVVPHQW WRRN SODFH LQ GLVFXVKRG W [BHVRX M Hv KRS R K WW ARG GUWPWH ORQJ WHUP ULVN

WHDP DQG WKH VSHFLDOLVW GHSDUWPHQWYV
9DOLGDWLRQ DQG UHOHDVH

(YDOXDWLRQ V\VWHP 7KH PDWHULDOLW\ DVVHVVPHQW ZDV LQLWLDOO\ FRQGXFW

7KH DVVHVVPHQW RI PDWHULDOLW\ LV FDUULHG RXW LQ WZHRSEUMPFHAW PRG VXEVHTXHQWO\ YDOLGDWHG LQ VHSDUDWH
VSHFLDOLVW GHSDUWPHQWYV 7KH UHVXOWV ZHUH GLVFXVVH

§ PSDFW ODWHUHMNHWALQLQJ WKH PDWHULDOLW)\ RI LPSORFY DG MMEDBYVHYEPHQWY DQG PDNH DGMXVWPHQWYV ZKHUH
WKH HQYLURQPHQW EDVHG RQ WKH IROORZLQJ FULWHULRWHUQDO UHYLHZ D FRPSUHKHQVLYH DQDO\VLV ZDV FRQGXF
SDQFLHV DQG LPSOHPHQW QHFHVVDU\ FKDQJHV 7KH ILQDO U

{ ((WHQW ,QWHQVLW\ RI WKH LPSDFW WKH ODQDJHPHQW %RDUG LQ -DQXDU\ DQG ILQDO DSSUR

YHEUXDU\
{ 6FRSH 5HDFK RI WKH LPSDFW DIIHFWHG SHUVRQV RU UHVRXUFHV

{ SHYHUVLELOLW\ LQ FDVH Rl QHIJDWLYH HIIHFWV 3RV¥EBEDAWHY\ RQ G REHWWWYBIF QWS J

VIKH HI T HFW 7KH ODWHULDOLW\ $VVHVVPHQW '0$ LV UHYLHZHG DQQXDOO\

{ BUREDELOLW\ RI RFFXUUHQFH 7KH OLNHOLKRRG RI RFFRPOILRS AR WRWMKLIR®WRY QHEEDPWD RU LQVLIKWY &KDQJHV LQ

KO\ HDW/ UHJXODWRU\ UHTXLUHPHQWV DUH FRQVLGHUHG &KDQJHV WR \
WKH SUHYLRXV UHSRUWLQJ SHULRG DUH H[SODLQHG DERYH

,PSDFW PDWHULDOLW)\ LV FDOFXODWHG XVLQJ WKH IRUPX@POO EH UHYLHZHG DJDLQ GXULQJ ILQDQFLDO \HDU WR

,PSDFW ODWHULDOLW\ 6HYHULW\ RI LPSDFW [ 3UREDELOWMWRD [RFERKUQYHHFHHSRUWLQJI ,Q DGGLWLRQ QRQ PDWHULDO

7KH VHYHULW\ RI WKH QHJDWLYH LPSDFW LV WKH VXP RYLVWAR YRQ ¥ HE X3P O WAHIQWKH BEMHFWLYH DQG FRQWHQW RI
UHYHUVLELOLW\ WKHLU UHOHYDQFH WR RXU EXVLQHVV DQG WKHLU SRWHQWLD

UHSRUW
§ )LQDQFLDO ODWHWHWRMALQJ ILQDQFLDO RSSRUWXQLWLHV DQG ULVNV E\ LQFOXG
LQJ WKH IROORZLQJ FULWHULD
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:KHUH SRVVLEOH H[LVWLQJ TXDQWLWDWLYH GDWD IURP $WFROQHWRM WKWHOR D'®R XEHFFR XQWHQL RWLW\ $VVHVVPHQW DQG
IURP YDOLG VRXUFHV RQ WKH LOQWHUQHW RU RWKHU PHGZB ERQMWLGCHUG ® WV GIDRDIWMRXHUGFBIWHR UKD]DUGY DQG WUDQVLWI
WKH HYDOXDWLRQ $VVXPSWLRQV ZHUH FKHFNHG IRU SOKKVALESOLMDEDIHWR SW®HF W DRIQ DWQMWT XLUHPHQWY LQ WKH IL!

GHSDUWPHQWY ZKHUH SRVVLEOH DQG QHFHVVDU\ FXUUHQW DVVHVVPHQW DSSURDFK DOORZV IRU DQ DSSURS
VLWXDWLRQ SDUWLFXODUO\ VLQFH SRWHQWLDO ULVNV DUH
(QYLURQPHQW ZH ZLOO FRQWLQXRXVO\ H[DPLQH WR ZKDW H[WHQW IXUWKH

$V SDUW RI RXU FRPSUHKHQVLYH DQDO\VLV SURFHVV ZH QNWEO LOHRPERIHOMIIRR)DRAD@QWHVY QBROXOG SURYLGH DGGLWLRQD

GLDORJXH DQG WKH H[SHUWLVH Rl RXU HQYLURQPHQWDO PDQDJHPHQW WHDP WR

WKRURXJKO\ DVVHVV RXU FXUUHQW VLWXDWLRQ :H FRQKOXGHG WKDW ZKLOH RXU &RPSDQ\

GRHV KDYH DQ LPSDFW RQ FOLPDWH FKDQJH WKLV LPSDFW IGHWRIQPILQHUWE H LRUWXGOH DG SRWHQWLDO LPSDFWV U

RXU JUHHQKRXVH JDV IRRWSULQW VHFXQHW UHODWHG WR HQYLURQPHQWDO SROOXWLRQ ZLWK]|
XSVWUHDP DQG GRZQVWUHDP YDOXH FKDLQ WKH HQYLURQPHC

1R FRQVXOWDWLRQV SDUWLFXODUO\ ZLWK DIIHFWHG FRPPURGWEWVP ZODHHPRIQG®X FOINH3 SURGXFW FRPSOLDQFH GHSDUWI
FORVH FRQMXQFWLRQ ZLWK WKH PDWHULDOLW\ DVVHVVPH

( LQFRUSRUDWHG LQWR WKH DVVHVVPHQW WKDW HQYLURQPHQV

7R FRPSOHPHQW RXU '0$ ZH FRQGXFWHG D FOLPDWH ULWHBPXPHWVLY 7KLV SURYLGHG XV

ZLWK D VRXQG XQGHUVWDQGLQJ RI RXU FXUUHQW VLWXDWLRQ ,Q WKLV FRQWH[W ZH DOVR

H[DPLQHG WKH H[WHQW WR ZKLFK IXWXUH VFHQDULRYV PLOKW UHYHDO SRWHQWLDO DGGLWLRQDO

ULVNV IRU RXU &RPSDQ\ LQFOXGLQJ RXU EXVLQHVV DFWGENYQWH HWVHBRGHBW VHEWW L®BVW G RGHWKDYG LWV RZQ DFWLYLW!

VFHQDULR EDVHG DVVHVVPHQW PHWKRGRORJ\ QR PDWHDLW®LDGWK W FRYMNUHDLYNWEHIRRGVWUHDP YDOXH FKDLQ KDY

WKRVH DOUHDG\ UHSRUWHG DERYH FRXOG EH LGHQWLILHGRLQWY RI FRQWDFW ZLWK ZDWHU DQG PDULQH UHVRXUFHV \
QRW PDWHULDO

$VSHFW 'HVFULSWLROQ

2EMHFW RI LOQOYHVWNVNHFXDRIQY *URXS *HUPDQ\ SULPDULO\ RIILFH EXLOGL(QJV QR VLIJQLILFDQW
PDQXIDFWXULQJ DFWLYLWLHYV )RFXV RQ FOLPDWH UL V R \% \
e UDWLROV 506 LOGLUHEW HITHPWY Lo wkr yboxh MR et WHUFEEHY ZKMWKHU WKH DFWLYLWLHV DW VHFXQHW V

7LPH KRUL]RQ 7KH REVHUYDWLRQ SHULRG LV WR \HDUV ZLWK DQE#(BG%'RY&WE{G'IW&QGDQG HFRVAVWHPV D ELRGLYHUVLW\ DQDO\VL
(éD LOLW\ ODODJHPHQW DQG (QYLURQPHQWDO ODQDJHPHQW
&OLPDWH FKDQJH VBHIYDWERVH 1HW =HUR (PLVVLRQV 6WULFW FOLPOWH 'T_ U G
WHFKQRORJLFDO SURJUHVV UHQHZDEOH HQHUJLHV DWXUDO
JDVSIRMFW
RUVW &DVH 663 5&3 ~ 7THPSHUDWXUH LQFUHDVH Ri7 q@ EIWRHBRW HUVLW\ DQDO\VLY ZDV FRQGXFWHG LQ WKH PH
ZHDWKHU HYHQWV ULVLQJ VHD OHYHO KHDY\ XVH RI TDC\)/IIZO IXEOV. DQDOVWLY LQYROYHG HIDPLOLOJ DOO VHEX O H
6WDNHKROGHU HQJDQWMHQWHZYV ZLWK GHSDUWPHQWYV VXFK DV 6XSSO\ & Q Uho
5 Q%@%W% BEHRY RU 9 9
3XUFKDVLQJ +5 )DFLOLW\ ODQDJHPHQW &,2 DQG &,6 H (%/\\A)l/ WLRGLYHUVLW\ $UHDV .%$V ZLW

VSHFLDOL]HG JHRGDWD VHUYLFHV DQG ELRGLYHUVLW\ WRROV
RlI WKH VLWHYV FRQWDLQ SURWHFWHG DUHDV RU .%$V KRZH
WKH VHFXQHW VLWHV RQ WKHVH DUHDV ZHUH LGHQWLILHG D"
PLQLPDO HFRORJLFDO LQWHUDFWLRQV 7TKHUHIRUH WKH (
HFRV\VWHPV ZDV GHHPHG QRQ PDWHULDO IRU VHFXQHW
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JXUWKHUPRUH QR VLJQLILFDQW GHSHQGHQFLHV RI VHFXQHW V EXVLQHVV DFWLYLWLHV RQ
ELRGLYHUVLW\ RU HFRV\VWHP VHUYLFHV ZHUH LGHQWLILHG 'XH WR LWV SUHGRPLQDQWO\
RIILFH EDVHG DFWLYLWLHYVY WKHUH DUH QR GLUHFW RU LQGLUHFW RSHUDWLRQDO GHSHQGHQFLHYV
RQ ELRORJLFDO UHVRXUFHV RU HFRV\VWHP IXQFWLRQV

7KH DQDO\WLY DOVR LGHQWLILHG QR PDWHULDO SK\VLFDO RU WUDQVLWLRQ ULVNV UHODWHG WR
ELRGLYHUVLW\ DQG HFRV\WVWHPV /LNHZLVH QR PDWHULDO RSSRUWXQLWLHVY UHODWHG WR
ELRGLYHUVLW\ DQG HFRV\VWHPV ZHUH LGHQWLILHG

6\VWHPLF ULVNV UHODWHG WR WKH ORVV RI ELRGLYHUVLW\ RU WKH GHJUDGDWLRQ RI HFRV\VWHPV
ZHUH QRW FRQVLGHUHG UHOHYDQW IRU VHFXQHW GXH WR WKH EXVLQHVV PRGHO DQG WKH ORZ
HFRORJLFDO LQWHUDFWLRQV RI WKH VLWHV

(

YJRU WKH UHSRUW RQ (656 ( VHFXQHW V SURGXFW EXVLQHVV ZDV JLYHQ SDUWLFXODU IRFXV
9DULRXV VWDNHKROGHUV ZHUH LQYROYHG LQ DQ LQWHUQDO H[FKDQJH LQFOXGLQJ WKH XQLW
UHVSRQVLEOH IRU SURGXFW PDQDJHPHQW DQG GHYHORSPHQW ZLWKLQ WKH &72 RIILFH

WKH 6XSSO\ &KDLQ 2SHUDWLRQV DQG (QYLURQPHQWDO O0DQDJHPHQW GHSDUWPHQWYV DQG

WKH SURGXFW PDQDJHUV

*RYHUQDQFH
*

$V SDUW RI RXU JRYHUQDQFH VWDQGDUG WKH LGHQWLILFDWLRQ RI ,52V LV FDUULHG RXW E\
WKH &RPSOLDQFH 2IILFH LQ FORVH FRRUGLQDWLRQ ZLWK WKH 6XVWDLQDELOLW\ GHSDUWPHQW
,Q WKLV SURFHVV ZH EHQHILW IURP WKH &RPSOLDQFH 2IILFH V H[SHUWLVH DQG LWV LQ
GHSWK XQGHUVWDQGLQJ RI RXU &RPSDQ\

7KLYV DVVHVVPHQW LV EDVHG RQ LQVLJKWV JDLQHG IURP WKH GDLO\ ZRUN RI WKH
&RPSOLDQFH 2IILFH DQG FRPSDQ\ ZLGH JXLGHOLQHV DQG UHJXODWLRQV 7KH DQDO\VLV
HQFRPSDVVHV WKH HQWLUH FRPSDQ\ WR HQVXUH D FRQVLVWHQW VWUDWHJILF GLUHFWLRQ LQ
WKH DUHD RI JRYHUQDQFH DQG WR HPEHG RXU FRUSRUDWH YDOXHV LQ DOO DUHDV
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(QYLURQPHQW

kesas ( 201 pDWH FKDQJH

lkess ¢ EHVRXIIEH XVH DQG EIUFXODU HFRQRP\

e znrrqkey
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(656 ( &OLPDWH FKDQJH

'LVFORVXUH UHTXLUHPHQWYV LQ FRQQHFW"L;;% AWV YH QBB PLWWHG WR PLQLPLILQJ RXU HQYLURQPH

U H RQVXPSWLRQ DQG DGDSWLQ.
6%0 ™ ODWHULDO LPSDFWV ULVNYV DQGV§ R ﬂﬁ%gyW%HW?gQSMVRIRMJEMHQMNSwUWQH
WKHLU LQWHUDFWLRQ ZLWK VWUDWHJ\ DQl—ﬁ!XEL lyRIAMVrREREGIB O vxssrRuw FRPSDQLHV RQ WKHLU

$V DQ ,7 VHFXULW\ FRPSDQ\ ZLWK D JURZLQJ LQIUDVWUREWKXWRO AR WAR P ¢ Y YWRKXKVWDLQDEOH LQQRYDWLRQ
LPSRUWDQFH RI XVLQJ UHVRXUFHV UHVSRQVLEO\ ,QFUHDVLQJ GLJLWDOL]DWLRQ DQG WKH ULVLQJ

GHPDQG IRU FRPSXWLQJ SRZHU OHDG WR KLJKHU HQHUJ\ FRQVXPSWLRQ PDNLQJ

VXVWDLQDEOH VROXWLRQV DQG WKH LQFUHDVHG XVH Rl UHQHZDEOH HQHUJLHV HYHU PRUH

UHOHYDQW

3RVLWLRQ LR WK%XDOX%
,52V FKDLQ o D 7LPHIKR

B

IRQ

8SVWUHDP
270
DEWLYLWI
"RZQVWUH
6KRUW WH

Q WKH
PHGLXP

,Q WKH ORDJ
WHUP

6XSSO\ FKDLQ GLVUXSWLRQ

IDWXUDO GLVDVWHUV VXFK DV VWRUPV HDUWKTXDNHV RU IORRGV FDQ QHJD l‘ﬂ(goéﬁ'ﬂlps}?':% WKH SURGXFWLRQ RU GHOLYHU\.
FDSDELOLWLHV RI VXSSOLHUV DQG SDUWQHUV 7KLV LQ WXUQ FRXOG DIIHFW |: L b QG OHDG WR VKRUWDJHV DV JOREDO VXSSO\
VHFEXULW\ LV FRPSURPLVHG

*+* HPLVVLRQV .
(YHQ LI JUHHQKRXVH JDV HPLVVLRQV DUH ORZ HPLVVLRQV DUH VWLOO JHQHUEWE\%&W%%IK/R‘/ lDPF%\PLF WLHV

,QFUHDVLQJ UHJXODWLRQ ULVLQJ HQHUJ\ FRVWYV

,QFUHDVLQJ UHJXODWLRQ DQG ULVLQJ HQHUJ\ FRVWYV FRXOG OHDG WR KLJKHU RSHUDWLQJ DQG DGPLQLVWUDWLYH FRVWV IRU VHFXQHW
6WULFWHU UHJXODWLRQV IRU HQHUJ\ LQWHQVLYH SURGXFWYV IXUWKHU LQFUHDMHD KHWHRRDW UHWVANUHG WR;FRPSO\ ZLWK OHJDO ;
UHTXLUHPHQWY DQG ZHDNHQ WKH FRPSDQ\ V FRPSHWLWLYH SRVLWLRQ $W WKH VDPH WLPH ULVLQJ HQHUJ\ SULFHV DUH GULYLQJ
SURGXFWLRQ DQG VHUYLFH FRVWYV HYHQ KLJKHU

8VH DQG GHYHORSPHQW RI HQHUJ\ HIILFLHQW VROXWLRQV
(QHUJ\ FRQVXPSWLRQ WKURXJK WKH XVH RI VHFXQHW SURGXFWV ERWK 3&V Q%W%%Whg%agvéﬁ\/\}VBHFh %/\PI-FLY\(/ LV GHFUHDVLQJ

&XVWRPHUV UHMHFW KLJKHU SULFHV
&XVWRPHUV PD\ QRW DFFHSW KLJKHU SULFHV IRU FOLPDWH IULHQGO\ SURGXFW VY PRYFMEBRPOY Vbiv uLvny
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SRVLWISRQ LR WKI—b_YDOX%

,52V FKDLQ o D 7LPHTKRUX]RQ

w
,Q WKH ORDJ

8SVWUHDP
DFWLYLW
"'RZQVWUH
6KRUW WH
Q WKH
PHGLXP
WHUP

270

(QHUJ\ FRQVXPSWLRQ IURP IRVVLO IXHOV
(QHUJ\ FRQVXPSWLRQ IURP IRVVLO IXHOV FDXVHV KLJKHU HPLVVLRQV DQG RFFUWXD O RHJI WK HYHQWISDHFWDOX;H FKDLQ ™ JURP UDZ

PDWHULDO H[WUDFWLRQ DQG SURGXFWLRQ WR WKH RSHUDWLRQ RI VHFXQHW VLWHY DQG WKH XVH DQG UHWXUQ RI WKH SURGXFWYV

&OLPDWH SURWHFWLRQ DV D VRXUFH RI LQQRYDWLRQ
6XVWDLQDEOH WHFKQRORJLHVY SURPRWH LQQRYDWLYH EXVLQHVV PRGHOV DQRIYFRUWRQHWRPSHWLWLYHQHVY
JXUWKHUPRUH FRVW UHGXFWLRQV DUH SRVVLEOH WKURXJK ORZHU HQHUJ\ FRQVXPSWLRQ

7KH OLVW Rl ,52V KLIKOLJKWV VXVWDLQDELOLW\ LVVXHV 6FKRWULRMQDGHTXDWHO\ PDQDJHG FDQ
QHJDWLYHO\ LPSDFW RXU EXVLQHVV ULVNV RU KDYH QHgOQW{YHHRQVHTXHQFHV IRU QDWXUH

DQG WKH FOLPDWH QHJIJDWLYH LPSDFWV +RZHYHU VXVV%D(?%Q/%\}%IRWMngé(Hé, EDQ DOVR EULQJ
SRVLWLYH HIIHFWV ™ ERWK IRU WKH HQYLURQPHQW DQ° LQ H IR <F‘ILQDQFLDO

RSSRUWXQLWLHV OHWKRGRORKIM DQDO\VLY zZDV EDVHG RQ D TXDOLWDWLYH DQ
$VVHVVPHQW RI UHVLOLHQFH EDVHG RQ FOLPDWH ULVN DQDOKEE\QDULR DVVHVVPHQW LQYROYLQJ UHOHYDQW LQWHUQDO

FKDLQ RSHUDWLRQV SXUFKDVLQJ +5 DQG IDFLOLW\ PDQDJF
&DWHJIRU\ (YDOXDWLRQ VI\VWHPDWLFDOO\ LGHQWLI\ SRWHQWLDO SK\VLFDO DQG WUD(
3K\WLFDO ULVNV  7KH\ H[LVW EXW DUH QRW FODVVLILHG DV FULWLFDO GRU \N-HE H@QHWw FOLPDWH VFHQDULRY DQG WR DVVHVV WKHLU LPSD

7UDQVLWLRQ ULVNVRZ DV VHFXQHW KDV SURYHQ WR EH DGDSWDEOH WR UHJXODWRU\ FKDQJHV

2YHUDOO UHVLOLHQAHF XQHW LV ODUJHO\ UHVLOLHQW WR FOLPDWH ULVN\7/KM/VDJQQJ%\D%‘KYFDPOD&'T!D@PQ'(}NLLQFDO DVVXPSWLRQV DERXW PDFUR‘
*HUPDQ\ DQG H[LVWLQJ DGDSWDWLRQ PHDVXUHV FRQ® DUEWMHF W@ DWOVWOEHLIDWGLQJ WKH LQFUHDVLQJ LQWHUQDOL]D

YXWXUH VWHSV $QQXDO UHYLHZ RI WKH DQDO\VLV WR WDNH QHZ GHYNIRPAOWRUYWER HAPRKBWPHQWY DQG SRWHQWLDO SULFH DQG Gt
WKH WUDQVIRUPDWLRQ WR D ORZHU FDUERQ HFRQRP\ ,W ZD\
ULVNV FRXOG OHDG WR DOWHUHG FRVW VWUXFWXUHV LQFUH
6FRSHQWLUH VHFXQHW *URXS LQFOXGLQJ UHOHYDQW YDQYH F{RBLOvRYB W10 LUMADVY ERRYYRY¥XDO SURFXUHPHQW PDUNH
GLUHFW VXSSOLHUV GXH WR OLPLWHG GDWD ZLWKRXW KRZHYHU VLJQLILFDQWO\ LPSDFWLQJ WKH IXQGDPH

GLJLWDO VHFXULW\ VROXWLRQV

'DWHQLWLDO DQDO\VLYV SODXVLELOLW\ FKHEN -XO\

7LPH KRUL]®RQ \HDUV XQWLO
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5HJDUGLQJ HQHUJ\ FRQVXPSWLRQ LW ZDV DVVXPHG WKDWDWHKE RIRXBKY VR YA KDY HQBHDWLILHG GHFDUERQL]DWLRQ F
GHPDQG ZRXOG UHPDLQ PRGHUDWH GXH WR LWV EXVLQHDDPRERRAU $Q W/IKUHH WODPOHX W/ IERKHD L R
JUDGXDO LQFUHDVH LQ HOHFWULFLW\ GHPDQG ZDV DQWLFLSDWHG SDUWLFXODUO\ GXH WR
LQFUHDVLQJ GLJLWDOL]DWLRQ ,7 LQIUDVWUXFWXUH DQMR GIDWRUFHWWDHW WHKHYWHWVWDUIAMAQBUH DFKLHYHG ZH KDY
JDLQV IURP PRGHUQ EXLOGLQJ WHFKQRORJ\ ,7 RSWLPLMKWMRQYF XEH \R WKHQLRDWRERODDFWLRQV
PHDVXUHV ZHUH FRQVLGHUHG DV D PLWLJDWLQJ IDFWRU
$W WKH VLWHV UHSODFHPHQW RI IRVVLO IXHOV DQG VZLW
5HJDUGLQJ WKH HQHUJ\ PL[ LW ZDV DVVXPHG WKDW WKHVRKDBHVRI UHQHZDEOH HQHUJLHV
LQ HOHFWULFLW\ SURFXUHPHQW ZRXOG LQFUHDVH VLJQLILFDQWO\ LQ WKH ORQJ WHUP GULYHQ E\
UHIJXODWRU\ UHTXLUHPHQWVY PDUNHW DYDLODELOLW\ $DORG] WKHSRDDWH FEKDRBXUHPHYWRQ RI SURGXFW GHVLJQ D
GHFLVLRQV $W WKH VDPH WLPH LW ZDV DVVXPHG WKDWLI@WWUODOWHEQ RRXAS SEH DYV RRVDRVWE&H VXVWDLQDELOLW\ VW
ZLWK ULVLQJ FRVWV DQG DYDLODELOLW\ ULVNV LQ WKH PHGLXP WR ORQJ WHUP 7KHVH
GHYHORSPHQWYVY ZHUH WDNHQ LQWR DFFRXQW LQ WKH D V'\XHV WRHQKF RQ KR WHBXWLLOQH WM PR G HWOL ZKLFK RSHUDWHYV ZLWK
ULVNV DQG LQ WKH HYDOXDWLRQ RI ORQJ WHUP FRVW VW DERIGIIWKLHY WKH LPSOHPHQWDWLRQ RI WKH WUDQVLWLRQ S
H[SHQGLWXUHV &DS([ RU DGGLWLRQDO RSHUDWLQJ H[SH
,Q DGGLWLRQ WHFKQRORJLFDO GHYHORSPHQWYV VXFK DRKLBIGYQ®MHWH REMMRWLMBY ZINOO UHVXOW IURP WKH UHDOO
HIILFLHQF\ Rl ,7 VIVWHPV WKH LQFUHDVHG XVH RI GLJLWJ}DPBR®IX VEL R\ WF®& GQRRIWHR RJ HFRIPGIDHQW DUV ZLWK FRPEXVWLI
VXSSO\ DQG RSHUDWLRQDO VWUXFWXUHV ZHUH FRQVLGHUHIGL POHNVHR U QED XHDQRIQYI ARBWRUW WR SURGXFW GHVLJIQ WKI
WKH VFHQDULRV 2YHUDOO WKHVH DVVXPSWLRQV FRQWUBBRW KFWRE&D UBRIO ) R/RWL 5 UL \QWH V \&XHIQWQRV O\ H[SHQVHV FRQVL
WKH EXVLQHVV PRGHO V UREXVWQHVV LQ WKH IDFH RI FSQIFP\DMFHV Y HQRMAHG SWU P QY LRV AV ROYH SHUVRQQHO FRVWYV .
SURFHVVHV UHVRXUFHV 3RWHQWLDOO\ &DS([ DQG 2S([ PD\ DULVH EXW W
DW WKH WLPH RI ZULWLQJ &XUUHQWO\ WKHUH DUH QR REM
WD[RQRP\ HOLJLEOH HFRQRPLF DFWLYLWLHV ZLWK WKH FULW
( 7TUDQVLWLRQ SODQ IRU FOLPDWH FKDthle?/\LHWhIJﬂM\bIWRrQQ (8 DQG WKXV DFKLHYH WD[RQ

$vV D FRPSDQ\ ZH DUH GRLQJ RXU SDUW WR OLPLW JOREDO ZDUPL & TKHUHIRUH

ZH DLP WR UHGXFH RXU HPLVVLRQV WR QHW JHUR E\ g Wﬂz WW O\ QR ORFNHG LQ JUHHQKRXVH JDV HPL
SHUFHQW LQ 6FRSH DQG E\ SHUFHQW LQ 6FRSH EP'— %\é\t’JH RSPQC WRREXFWY )XUWKHUPRUH  ZH DUH QRW

LQFOXGHV SXUFKDVHG JRRGYV DQG VHUYLFHV FDSLWDO yFt'FyéRJ/H%F%Y)PSQ/XVWL}/HB&UWUB QJ\ILVQ SDULV 7KH WUDQVLWLHR
E\ UDOO EXVLQHVV VWUDWHJ\ DQG KDV EHHQ DSSURYHG E\

WUDQVLWLRQ SODQ LV DOLIJQHG ZLWK VHFXQHW V EXVLQHVYV F

2XU WUDQVLWLRQ SODQ LV FRPSDWLEOH ZLWK WKH GHW&I—Q %WK?B‘ BBER\HkLPz\éLRI%LPJmWUV DUH EDVHG RQ LW 2X1

RI FOLPDWH QHXWUDOLW\ E\ ‘H KDYH QR DFWLYLWLH@ [FSSFE'\(P)QUQI (S)QI%LbXUWKHU GHYHORSLQJ H[LV
RU JDV VHEWRUYV UHDVLQJO JHDUHG WRZDUGV HPLVVLRQV UHGXFWLRQ

Q

2XU YROXQWDU\ FOLPDWH WDUJHWYV PHHW WKH KLJKHVW VFLHQWLILF VWDQGDUGY DUH DOLJQHG
ZLWK WKH JXLGHOLQHV RI WKH 6FLHQFH %DVHG 7DUJHWV LQLWLDWLYH 6%7L DQG KDYH EHHQ
VXFFHVVIXOO\ YDOLGDWHG E\ 6%7L 7KH WDUJHW LV EDVHG RQ RXU &22 IRRWSULQW LQ
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"HFDUERQL]DWLRQ OHYBMBWLRQ 7LPH KRULIRQSXUVXHV D SURDFWLYH DSSURDFK WR LQWHJUDWH HQYLURQP

5HSODFLQJ IRVVLO IXH@RQYHUVLRQ RI FRPSDQ\ FDUV WR HOHFwWULF Fpu$HYHORSPHQW DW DQ HDUO\ VWDJH DQG WR RIIHU VXVWDLQDE
E\

6ZLWFK WR UHQHZDEOHSMRBHRUJHWOHFWULFLW\ I[URP UHQHZDEOH HQHUJ\ 7KH HQYLURQPHQWDO PDQDJHPHQW VA\VWHP DSSOLHV WR VHI
VRXUFHV VRXUFHV DW DOO ORFDWLRQV E\ $* DQG HQFRPSDVVHV DOO RI WKH FRPSDQ\ V ORFDWLRQV 7}

S5HYLVLRQ Rl SURGXFW EHWLUDWILYH WR HQKDQFH VXVWDLQDELOLWEDHD |
PDWHULDO VHOHEWLROVHEXOHW SURGXEWY WXEPWMNWILWLHY ZLWKLQ WKH RUJDQL]DWLRQ DQG FRQVLGHUV I
GRZQVWUHDP YDOXH FKDLQV 7KH ODQDJHPHQW %RDUG LV |

JQWHJUDWLQJ VXSSOLHDFUEBDRLOKMUDQVSDUHQF\ UHJDUGLQJ 6mrsy  PHQWLQJ WKH HQYLURQPHQWDO PDQDJHPHQW VAVWHP ZLWK
VXVWDLQDELOLW\ VWULHPHYWLRQV DFURVV WKH HQWLUH *URXS E\ E\ WKH (QYLURQPHQWDO ODQDJHPHQW GHSDUWPHQW LQ FORV

FROOHFWLQJ SULPDU\ GDWD IURP RXU $ VXSSOLHU)XVWDLQDELOLW\ GHSDUWPHQW

,Q DGGLWLRQ WR FHUWLILFDWLRQ WKH FRPSDQ\ KDV

ULQF RI 8QLWHG 1DWLRQV *OREDO &RPSDFW

( SROLFLHV UHODWHG WR FOLPDWH FKQ/@Q&»P?@\LX&U‘v%zWJﬁ@QVLGHUHG WKURXJK D GRXEOH PDW
DQG DGDSVIDVIRQ IRUPV WKH EDVLV IRU RXU HQYLURQPHQWDO DFWLYLWLHV 7KI

VHEXQHW DLPV WR PLQLPL]JH WKH QHJDWLYH HQYLURQPHEWOR RBERMPY dleW\/V\Y/LEV% AVQ RY DOLJQHG ZLWK WKH HIS
DFWLYLWLHV DQG HQYLURQPHQWDO ULVNV IRU WKH FRPEFIPYQUWRNHKGRC UH\\/RXUFHV

HITLFLHQWO\ 7KLV LQFOXGHV LQ SDUWLFXODU UHGXFLQJ JUHHﬁKRXVH JDV HPLVVLR

G
HQHUJ\ FRQVXPSWLRQ ZKHUHYHU IHDVLEOH DQG HIITHFWLYH ! It §RXV LV UHGXF QI RGHUI FRQUXPSWLRQ 1UR
ORZAU GLCUHFW DQG LQGLUHFW JUHHQKRXVH JDV HPLVVLR

)RU WKLV SXUSRVH DQ HQYLURQPHQWDO PDQDJHPHOW VRAWNPREMRYEL BZWFWK'i\C\I/WLOO UHVXOW IURP EXVLQHVV D

62 ZDV LPSOHPHQWHG ZLWK LQLWLDO FHUWLILFDWIPR@LWIHNID WVEEB ﬁKLWEGLLHéJ\NMﬁUHDVXUHV $W WKH VDPH WLI

H\ FRPSRQHQWV RI WKH HQYLURQPHQWDO PDQDJIHP AW 'V R wWhHP P&Eq QHZDEOH HQHUJLHV WR DFKLHYH
WKH HQYLURQPHQWDO SROLF\ DQG WKH HQYLURQPHQWDO SHKLYU PR H G%ETFLKWVH%W%HBQH@FH RQ IRVVLO IXHOV
H

IUDPHZRUN IRU HQYLURQPHQWDOO\ UHVSRQVLEOH FRQGXFW DQG WR

HPSOR\HHV )XUWKHUPRUH LW LV HQVXUHG WKDW DOO D WKW P H ﬁR'-PVsdﬂ EM/IPW%%W ¢ FOLPDWH FKDQJH

HQYLURQPHQWDO ODZV DQG UHJXODWLRQV DQG WkDwSRWIRNk yg/SP Hﬂﬁphg 5 WOHQ RARAMA AL LA LA
W

WUDLQHG RQ FRPSOLDQFH 7KH LOQOWHUHVWV RI RXU VWDNHBEPIEHY W R/ RRY L{/ H\{3>§\6\%l?l-lr \'?ED%UHVLOLHQFH LQ SURFXU
FXVWRPHUV ZHUH DOVR WDNHQ LQWR DFFRXQW DQV VKLIWV GHPD WR FKDQJLQJ HQYLURQPHQWDO U
FXVWRPHUV DUH DFWLYHO\ PRQLWRUHG DQG WDNHQ LQWR DFF

KH LG

7KH FRQFHSW IRU HQYLURQPHQWDO DFWLYLWLHV LV EDVHG R H ILHG PDW
LPSDFWV ULVNV DQG RSSRUWXQLWLHV 7KLV LQFOXGHV Lﬂ '15?(/\} I va %v'ﬂb‘ﬁUW %L{/LLEN' UH PDGH WUDQC
ULVNV WKDW PD\ DULVH IURP FKDQJLQJ FXVWRPHU UH 54|9H8W\’/ B HKB W DYDLODEOQOH " ¥LD DS
UHTXLUHPHQWYVY LQ WKH DUHD RI FOLPDWH SURWHFWLRQFKBRGHPH WR F N%Ul'&\ﬁRBHGSBEE‘SJEWDQFH DQG VXSSRUW

PHQW WDUJHWYV FRXOG KDYH VLJQLILFDQW ILQDQFLDO FRQVHTXHQFHY 7KHUHIRUH VHFXQHW
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( $FWLRQV DQG UHVRXUFHV LQ UHODWLURWY WRVURQ LPAYR [FRHY QRW UHTXLUH VLIQLILFDQW DG
FKDQJH SROLFLHV H[SHQGLWXUHYV DV LW LV EDVHG RQ H[LVWLQJ HQHUJ\ VXSSO\

OHDQLQJ DQG REMHFWLYH 6XVWDLQDEOH SURGXFW GHVLJQ DQG PDWHULDO VHC

5HGXFLQJ RXU FOLPDWH LPSDFW LV RI KLJK VWUDWHJILF LH SRIHVBDRQEHHQ R &V ARQ WX AWARRILQJFRPSUHKHQVLYH VXVWDLQ
\HDUV $V RXWOLQHG LQ WKH WUDQVIRUPDWLRQ SODQ SNHRGXFWIR Q¥ LKDLYHY RPOVHY ®BQBEBHQQJ WKH RSSRUWXQLWLHV
LQLWLDWHG DQG IXUWKHU DFWLRQV DUH LQ WKH SODQQDQJIHVIB OHMVSWRVBINKLE YR W/HWB WP W SHQMG [\ SRWHQWLDO LPSU
HPLVVLRQ UHGXFWLRQV 2XU &RPSDQ\ LV IROORZLQJ D PBBYXOH\GHRUQWMKHURIRIPRIE FIRO RSWLPL]DWLRQ RI RXU SURG X
UHGXFLQJ HPLVVLRQV LQ 6FRSH 6FRSH DQG 6FRSH

7KH DQDO\WHV DQG WKH DFWLRQV GHULYHG IURP WKHP DUH
7KH DELOLW\ WR LPSOHPHQW WKH GHVFULEHG DFWLRQUWDRNZRRW RIHSHOOGMOW RBHYWRRSPHQW DQG RSWLPL]DWLF
DYDLODELOLW\ RU VSHFLILF DOORFDWLRQ RI DGGLWLRQD® TIXQWLGFL B DJ @ UI LW KU DIGH\RWRFHDVO FIKHD QFLDO UHVRXUFHYV
DFWLRQV DUH DQ LQWHJUDO SDUW Rl WKH RUJDQL]DWLRQ DQG FDQ EH LPSOHPHQWHG ZLWKLQ
WKH H[LVWLQJ RUJDQL]DWLRQDO SHUVRQQHO DQG ILQDQBLW A VWIWRWIUNXSSOLHUYV LQWR WKH VXVWDLQDELOL

$ VLIQLILFDQW SRUWLRQ RI RXU JUHHQKRXVH JDV HPLVVLRQV

SHSODFLQJ IRVVLO IXHOV DQG GRZQVWUHDP YDOXH FKDLQ $SSUR[LPDWHO\ RI HPLV\
,Q ILQDQFLDO \HDU D GHFLVLRQ ZDV PDGH WR FRWSUSXHBKLYHG\JRRIGYVMHWKHFHY DQG FDSLWDO JRRGV 6FRS
FRPSDQ\ FDU SROLF\ LQ 6WDUWLQJ LQ WKH H[LVRXQ N XGSBWHDWOWOV EHNHDFREBRMHQW RI RXU FOLPDWH VWUDW
FRQYHUWHG WR IXOO\ HOHFWULF YHKLFOHV 7KH FRPSOHWH FRQYHUVLRQ LV SODQQHG IRU QR

ODWHU WKDQ 7KLV ZLOO PDNH D VLJQLILFDQW FRQ@ ULEXIQAQS WRX SEHEDHANG Z HALH WBW Y H\HG IRU WKH ILUVW W1
HPLVVLRQV 6FRSH &DUERQ )RRWSULQWV 3&)V RI WKH SURGXFWYV WKH\ VXSSOLH

FOLPDWH WDUJHWV %DVHG RQ WKH IHHGEDFN DGMXVWPHQW
1R VLJQLILFDQW DGGLWLRQDO LQYHVWPHQW RU RSHUDW WVQKHHHPHY® L QY H DEOFX(Q RWLRYY LY WKH 3XUFKDVHG *RRGV I
UHTXLUHG WR LPSOHPHQW WKLV DFWLRQ DV WKH FKDQJHRRWHH EZR OO DWE BN B WIORDF HRUIPVK WK W EB VLY IRU WKH FRQWLQ
IUDPHZRUN Rl UHJXODU UHSODFHPHQW DQG SURFXUHPHQWQWREOHVYDOXH FKDLQ

8VH RI UHQHZDEOH HQHUJLHYV 7KH LPSOHPHQWDWLRQ RI WKH GHVFULEHG VXSSOLHU PHDVXU

6LQFH ILQDQFLDO \HDU ZH KDYH FRYHUHG RxU HOHPWUECEIGN SHIJNVLEBRVYRGCHYRRQDO &DS([ RU 2S([ 1XQGV
UHQHZDEOH HQHUJ\ VRXUFHV DwW WKH YDvw PDMRULWILRWERXLVEREBWIREPQPIHPHQW DQG SURFXUHPHQW SURFHV

&RQYHQWLRQDO HOHFWULFLW\ LV VWLOO XVHG DW WZR PDUNHW ORFDWLRQV 7KH
FRQYHUVLRQ RI WKHVH ORFDWLRQV WR UHQHZDEOH HQHUJ\ LV SODQQHG IURP ILQDQFLDO \HDU

7KLV DFWLRQ ZLOO FRQWULEXWH SHUPDQHQWO\ WR UHGXFLQJ RXU VLWH UHODWHG HPLVVLRQYV
6FRSH DQG ZLOO EH FRQWLQXHG



ODQODIHPHOQW 5HSR AW

( 7DUJHWV UHODWHG WR FOLPDWH FKD®YR PIICWHITFWROR®H JUHHQKRXVH JDV HPLVVLRQV LQ 6F
JRRGVY DQG VHUYLFH FDSLWDO JRRGV DQG XSVWUHDP WU

DQG DGDSWDWLRQ E\ RYHU WKH VDPH SHULRG 7KLV WDUJHW FRQWULEX\
$OQFKRULQJ WKH SURFHVVHYV ZDUPLQJ WR ZHOO EHORZ q9& DERYH SUH LQGXVWULDO OHYH

7KH SURFHVVHV IRU LPSOHPHQWLQJ WKH UHTXLUHPHQWYV RI 3(656 % &OLPDWH FKDQ

JH
DUH ILUPO\ HYWDEOLVKHG LQ WKH UHOHYDQW GHSDUWPH HSBlLFE))d%% lKHYH QHW JHUR HPLVVLR
DOO UHOHYDQW OHJDO UHTXLUHPHQWY DQG WKH HIIHF\H y q>&\gBFHF8m 5WE¥%HVFBEID%WQV LQ 6FRSH DQG
UHODWHG DFWLRQV )XUWKHUPRUH HQYLURQPHQWDO DV IQ 8\FEB§$} GJI-FLFI-PGV DQG VHUYLFHV FDSI
ZLWKLQ WKH IUDPHZRUN RI RXU ,62 FHUWLILHG HQ WFI( #WbWbo %%M%%%\PY © DQG WKH XVH DQG GLVSRVI
VAVWHP 7KLV VI\VWHP HQVXUHV WKDW HFRORJLFDO FRQ ?SI 'B%\ILEI%Q \L{/H WMSPVH \HDU 7KH UHPD
HQVDWLRQ PHDVXUHYV

LQWHJUDWHG LQWR RXU EXVLQHVV SURFHVVHV DQG FRQVﬁ'é&'ﬁW%%Q%%U&?ﬁES

(PLVVLRQ UHGXFWLRQ WDUJHWV DQG VFLHQWLILFPEMFWVPHQW RI WKH EDVH \HDU

2XU HPLVVLRQV UHGXFWLRQ WDUJHWYV DUH EDVHG RQ VR>§‘(§§§FHH‘5& R K BEHOERX VI DY )Y UHSRUW WKH EDVH AHDU
DOLJQHG RXUVHOYHV ZLWK WKH VKRUW DQG ORQJ WHUP ?6 R b 4 Y P?Ch'j(LYVBD E}UPRQ'—]H RXU RZQ WDUJHV
VKDUHKROGHU ZKLFK KDYH EHHQ YDOLGDWHG E\ WKH 6FLAOER Oé)d'\?l—?c\fv'?DVYBHW '?.\NL%SW Py Q@ VKDUHKROGHU DFFRUC

6%7L $v SDUW RI WKLV SURFHVV WKH EDVH \HDU UHFDOFXOD

ZDV
UHWURVSHFWLYHO\ WR HQVXUH PHWKRGRORJLFDO FRQVLQ/%&II&LB G HEBg US I%Q_\A/RU WKH ILQDQFLDO \HDU ZHUH
ZKHUH QHFHVVDU\ ™ VXSSOHPHQWHG EDVHG RQ UHOLL

2XU JUHHQKRXVH JDV UHGXFWLRQ WDUJHWYV DUH EDVHG F\H lV\YIz/I-ITR/%\éI-PQ\V\V/%/
H
D

\%
|_P I|::| 9 %;dDUYE”_\PDEOH IRU 6FRSH DQG
DV RXU JUHHQKRXVH JDV LQYHQWRU\ %RWK WKH LQYHQ gd%l'd_'% L-L)’(lv E
RS

UM EIGTRBOW, 5B WY WKH 6FLHQFH ®DVHG
HQFRPSDVV DOO FRQVROLGDWHG FRPSDQLHV LQ DFFRUGDLH_IZHQ H H\lﬂ L \%% QR WTJH'(SJH D EDVH \HDU WKDW L
SLFDO EXVLQHVV DFWLYLWLHY 7KH FKRVHQ \HDU PHHW

*+* BURWRFRO
UHSUHVHQWY D PHDQLQJIXO UHIHUHQFH \HDU IRU RXU FRPSDQ

‘H FRPPLW RXUVHOYHV WR
2YHUYLHZ RI WDUJHWYVY DQG SURJUHVYV
§ WR UHGXFH DEVROXWH JUHHQKRXVH JDV HPLVVLRQV LQKHRE&®ORAQA® Jb6MRBEOHEYXPPDUL]JHVY WKH GHILQHG HPLVVLRQ
E\ FRPSDUHG WR WKH EDVH \HDU 7KLV WDUJHWLESOQHPPOQWYD V¥ L RE YWKBHW X\&, W VHUYHYV DV D FHQWUDO EDVLV
WDUJHW RI WKH 3DULV &OLPDWH $JUHHPHQW HYDOXDWLQJ WKH SURJUHVYV RI RXU FOLPDWH SURWHFWLRQ Pl
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7DUJHW %DVH \BWDOXH LQ WKH EDDHJHWUHDBDOXH LQ WK 9DOXH LQ )< 6FHQDULR3URJUHVV
$EVROXWH UHGXFWLRQ 6FRSH E\ W&H We&HR W& M q&
$EVROXWH UHGXFWLRQ 6FRSH E\ W& H W& H W&H q&
$EVROXWH UHGXFWLRQ 6FRSH E\ W& H W& W& Bl VLJQLILFDQVA\"/O\ EHORZ

q
BURFXUHPHQW RI HOHFWULFLW\ IURP UHQHZDEOH VRXUFHV QD
&RQYHUVLRQ RI FRPSDQ\ FDUV WR HOHFWULF YHKLFOHYV W& H W& H W& H QD

7KH PDUNHW EDVHG PHWKRG LV XVHG WR FDOFXODWH WKH 6FRSH HPLVVLRQV LQFOXGHG LQ WKH WDUJHW

( (QHUJ\ FRQVXPSWLRQ DQG HQHUJ\ PL][

(QHUJ\ FRQVXPSWLRQ DQG HQHUJ\ PL]

7RWDO FRQVXPSWLRQ RI IRVVLO HQHUJ\ 0:K

6KDUH RI IRVVLO VRXUFHV LQ WRWDO HQHUJ\ FRQVXPSWLRQ

&RQVXPSWLRQ IURP QXFOHDU SRZHU VRXUFHV 0:K

6KDUH RI FRQVXPSWLRQ IURP QXFOHDU VRXUFHV LQ WRWDO HQHUJ\ FRQVXPSWLRQ

)JXHO FRQVXPSWLRQ IURP UHQHZDEOH VRXUFHV LQFOXGLQJ ELRPDVV DOVR LQGXVWULDO DQG PXQLFLSDO ZDVWH RI ELRORJLFDO RULJLQ ELRJDV |
UHQHZDEOH VRXUFHV HWF 0:K

&RQVXPSWLRQ IURP SXUFKDVHG RU UHFHLYHG HOHFWULFLW\ KHDW VWHDP DQG FRROLQJ DQG IURP UHQHZDEOH VRXUFHV

&RQVXPSWLRQ RI VHOI JHQHUDWHG UHQHZDEOH HQHUJ\ WKDW LV QRW IXHO 0:K

7TRWDO FRQVXPSWLRQ RI UHQHZDEOH HQHUJ\ VXP RI OLQHV WR 0:K

6KDUH RI UHQHZDEOH VRXUFHV LQ WRWDO HQHUJ\ FRQVXPSWLRQ PDUNHW EDVHG
7RWDO HQHUJ\ FRQVXPSWLRQ VXP RI OLQHV DQG 0:K

'DWD FROOHFWLRQ RQ HQHUJ\ FRQVXPSWLRQ

VHFXQHW V IDFLOLW\ PDQDJHPHQW UHFRUGV DOO UHOHYDQW EXLOGLQJ VSHFLILF HQHUJ\
FRQVXPSWLRQ GDWD VXFK DV HOHFWULFLW\ KHDW FRROLQJ DQG JDV

6LQFH -DQXDU\ ZH KDYH SULPDULO\ VRXUFHG RXU HOHFWULFLW\ DV FHUWLILHG
UHQHZDEOH HQHUJ\ IURP WKH .UHIHOG PXQLFLSDO XWLOLW\ FRPSDQ\ &XUUHQWO\ R
RXU HOHFWULFLW\ FRPHV IURP UHQHZDEOH VRXUFHV
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( *+* JURVV HPLVVLRQV
(PLVVLRQV

5HWURVSHFWLYH OLOHVWRQHY DQG WDUJHW \HDUV
&RPSDULVRQ /RQJ WHUP JRDO
%DVH \HBUHYLRXV \HDU RI 1 1 6KRUW WHUP JRPHOW JHUR JRDO

$QQXDO RI
WDUJHW EDVH

1 1 \HDU
6FRSH JUHHQKRXVH JDV HPLVVLRQV
6FRSH *+* JURVV HPLVVLRQV W &R
BHUFHQWDJH RI 6FRSH JUHHQKRXVH JDV HPLVVLRQV IURP UHJXODWHG
HPLVVLRQV WUDGLQJ V\VWHPV QD QD QD QD QD QD QD
6FRSH JUHHQKRXVH JDV HPLVVLRQV
6LWH VSHFLILF 6FRSH *+* JURVWHPLVVLRQV W &2 W &B Q D Q D Q D
ODUNHW UHODWHG 6FRSH *+* JURWV HPLVVLRQV W &2w &#
6LIJQLILFDQW 6FRSH JUHHQKRXVH JDV HPLVVLRQV
7TRWDO LQGLUHFW 6FRSH JURVV JUHHQKRXVH JDV HPLVMYLRQV W &2 Q D
3XUFKDVHG JRRGV DQG VHUYLFHV W &R
&DSLWDO JRRGV w &g QD QD QD
$FWLYLWLHY UHODWHG WR IXHOV DQG HQHUJ\ QRW LQFOXGHG LQ 6FRSH RU
6FRSH W &R QD
8SVWUHDP WUDQVSRUW DQG GLVWULEXWLRQ W &B
‘DVWH JHQHUDWLRQ LQ EXVLQHVVHYV w &g QD
%XVLQHVV WULSV W &R QD
&RPPXWLQJ HPSOR\HHV W &® QD
8SVWUHDP OHDVHG DVVHWV w &g QD QD QD QD QD QD QD
'RZQVWUHDP WUDQVSRUW W &R QD
3URFHVVLQJ RI VROG SURGXFWYV w &g QD QD QD QD QD QD QD
8VH RI VROG SURGXFWV W &R QD
7UHDWPHQW RI SURGXFWV DW WKH HQG RI WKHLU OLWHw#\FOH QD
'"RZQVWUHDP OHDVHG DVVHWYV w &g QD QD QD QD QD QD QD
JUDQFKLVHYV W &g QD QD QD QD QD Q Q
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5HWURVSHFWLYH OLOHVWRQHY DQG WDUJHW \HDUV
&RPSDULVRQ /RQJ WHUP JRDO
%DVH \HBUHYLRXV \HDU RI 1 1

6KRUW WHUP JRPHOW JHUR JRDO

$QQXDO R
WDUJHW EDVH

101 \HDU
QYHVWPHQWV W &R QD QD QD QD QD QD QD

7RWDO *+* HPLVVLRQV

7RWDO *+* HPLVVLRQV VLWH VSHFLILF W &R QD QD QD

7RWDO *+* HPLVVLRQV PDUNHW UHODWHG W &R QD

7KH HPLVVLRQ ILJXUHV IRU VWDWHG LQ WKLV GRFXPHQW GLIIHU IURP WKH ILJXUHV SXEOLVKHG LQ WKH $QQXDO 5HSRUW DV PRUH UHFHQW LQYRL
7KH VRIWZDUH XVHG IRU FDOFXODWLQJ HPLVVLRQV RQO\ HQDEOHG VHSDUDWH UHFRUGLQJ RI FDSLWDO DVVHWV IURP WKH ILQDQFLDO \HDU RQZDUG\



'"HWHUPLQDWLRQ DQG HVWLPDWLRQ RI
(VWLPDWHYVY DUH VRPHWLPHV XVHG WR GHWHUPLQH WKH NH\

ODQODIHPHOQW 5HSR AW

NH\ ILIXUHYV

ILIXUHV

IRU FDOFXODWLQJ

HPLVVLRQV 7KH IROORZLQJ WDEOH VKRZV ZKHUH LQ WKH UHSRUW ™ DSDUW IURP 6FRSH ™
VXFK HVWLPDWHY DUH XVHG LQ WKH (656 ( NH\ ILJXUHV
(VWLPDWH
7RSLF DUHDH\ ILJXUH %DVLV IRU FDOFXODWL\B® RI GDWD FROOHFWLRQ \HV QR ([SODQDWLRQ Rl WKH HVWLPDWH

&RQVXPSWLRQ LQ WKH SUHYLRXV

7KH SUHYLRXV \HDU V FRQVXPSWLRQ LV XVHG DV WKH ED

D SURMHFV

(QHUJ\ (OHFWULFLW\ FRQVXP®OWODR@U \HDU %LOOLQJ GDWD IURP WKH SUHYLRXWV\HDU DV LQYRLFHV IRU WKH UHSRUWLQJ \HDU DUH QRW \HW DY
/IDWHVW DYDLODEOH XWLOLW\ RU
(QHUJ\ *DV FRQVXPSWLRQ HQHUJ\ ELOO %LOOLQJ GDWD IURP WKH SUHYLRXR \HDU 8VH RI DFWXDO ELOOHG FRQVXPSWLRQ GDWD
(QHUJ\ 'LVWULFW KHDWLQJ/DSDHWN DOYOLODEOH XMW IOV EGADWEY I[URP WKH SUHYLRXR/ \HDU 1R HVWLPDWH IRU ORFDWLRQV ZLWK UHSRUWHG FRQVXP ¢
SURMHFWLRQ EDVHG RQ QXPEHU JRU ORFDWLRQV ZLWKRXW XWLOLW\ ELOOLQJ
(QHUJ\ 'LVWULFW KHDWLQJRISHB ®%QRHHV 30ODXVLELOLW\ EDVHG SURMHFWLR@V FRPSDUDEOH ORFDWLRQV
/IDWHVW DYDLODEOH XWLOLW\ RU
(QHUJ\ 'LVWULFW FRROLQJHQHUJ\ ELOO %LOOLQJ GDWD IURP WKH SUHYLRXR/ \HDU 8VH RI DFWXDO ELOOHG FRQVXPSWLRQ GDWD
/ILWHUV RI IXHO RU N:K FKDUJHG
(QHUJ\ &RPSDQ\ FDU LQ WKH ILQDQFLDO \HORQVXPSWLRQ GDWD 1R 'DWD FROOHFWLRQ EDVHG RQ DFWXDO UHIXHOLQJ DQG Ft
:DWHU FRQVXPSWLRQ
:DWHU SDUWLDOO\ /IDWHVW DYDLODEOH »XWICCOIVQJ EGDWY IURP WKH SUHYLRXR/ \HDU 1R HVWLPDWH IRU ORFDWLRQV ZLWK UHSRUWHG FRQVXP ¢
:DWHU FRQVXPSWLRAURMHFWLRQ EDVHG RQ QXPEHU JRU ORFDWLRQV ZLWKRXW DQ HQHUJ\ SHUIRUPDQFH FHUYV
:DWHU SDUWLDOO\ Rl HPSOR\HHYV 30ODXVLELOLW\ EDVHG SURMHFWLR@V H[WUDSRODWLRQ LV PDGH EDVHG RQ FRPSDUDEOH ORFDYV
2IILFH ZDVWH 7KH DPRXQW RI ZDVWH LV FDOFXODWHG E\
ODQGORUG PDQDJHG PXOWLSO\LQJ WKH RIILFH VSDFH E\ WKH DYHOMOWH TXDQWLWLHY DUH HVWLPDWHG DV QR GLVSRVDO |
:DVWH GLVSRVDO (VWLPDWH YDOXH IURP DQ HIWHUQDO ZHEVLWHYV DYDLODEOH
:DVWH :DVWH GLVSRVDO WHQIRIMO FHUWLILFDWRAXPHQWHG TXDQWLWLHYV 1R &DOFXODWLRQ EDVHG RQ DFWXDO GLVSRVDO UHFHLSWV

VHFEFXQHW UHSRUWY RQ HPLVVLRQV DFFRUGLQJ WR WKH FDWHJRULHY DQG PHWKRGV GHILQHG
LQ WKH *+* BURWRFRO

7KH HPLVVLRQV DUH FDOFXODWHG XVLQJ VSHFLDOL]HG VRIWZDUH
VWRUHG WKHUHLQ DUH EDVHG RQ FRPSUHKHQVLYH HPLVVLRQ

DUH UHJXODUO\ XSGDWHG ZLWK WKH ODWHVW HPLVVLRQ IDFWRUV

7KH UHSRUWHG

DV ZHOO DV DOO VXEVLGLDULHV

7KH HPLVVLRQ
IDFWRU GDWDEDVHV ZKLFK

IDFWRUV

ILJIXUHV UHIHU WR WKH SDUHQW FRPSDQ\ VHFXQHW 6HFXULW\ 1IHWZRUNV $*
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6FRSH HPLVVLRQV 6FRSH HPLVVLRQV

7KH HPLVVLRQ IDFWRUV RI WKH 8. 'HSDUWPHQW IRU 6FRSHWRQUPHYWLRIRROUBFEDOFXODWHG XVLQJ GLIIHUHQW DSS!
$JULFXOWXUH '()5$ DUH XVHG WR GHWHUPLQH 6FRSH HBERSHRQRMDWHJIRU\

1R ELRJHQLF &22 HPLVVLRQV IURP WKH FRPEXVWLRQ RU7EHRBIRJEKDOWIHIY RG DBFRBG RIJUHHQKRXVH JDV HPLVVLRQV
ELRPDVV RFFXUUHG GXULQJ WKH UHSRUWLQJ \HDU DFFRDBWQYQW IMRF B LAMPKLNY MRKCHY *DBH SQORWSVWUHDP DQG GRZQVWUH
LQFOXGHG LQ WKH GLVFORVHG 6FRSH JUHHQKRXVH JDV HPLVVLRQV

7KHVH FDWHJRULHV GR QRW LQFOXGH DQ\ LQGLUHFW 6FRSH
6FRSH HPLVVLRQV RULJLOQDWLQJ IURP WKH FRQVROLGDWHG DFFRXQWLQJ JURXS

6FRSH HPLVVLRQV DUH FDOFXODWHG XVLQJ WZR PHWKRé\?UHQW FRPSDQ\ DQG LWV VXEVLGLDULHV

§ IREDWLRQ EDVHG /RFDWLRQ EDVHG HPLVVLRQV IURP sXUFKHVHG USRS VEL AR D HIFLVVLRQV IURP DVVRFLDWHG FRPS
FDOFXODWHG XVLQJ DYHUDJH JULG HPLVVLRQ IDFWRUV SRE BREVRLRGPWREWUHA W H8YLHY DUH QRW UHSRUWHG D

LQVWUXPHQWY FDQQRW EH WDNHQ LQWR DFFRXQW zLwK WGP 8REBL W RBKEY WIS b R WKH HIFHSWLRQ RIDQ LQDFY
FRQVROLGDWHG GXH WR LWV QRQ PDWHULDOLW\

§ ODUNHW EDVHG 7KH PDUNHW EDVHG PHWKRG WDNHV LQWR DFFRXQW WKH UHQHZDEOH
HQHUJ\ FHUWLILFDWHV DSSOLFDEOH WR HOHFWULFLW\ ARQF¥KRSMQIRQ &2KH FKDWIHRBN IURP WKH FRPEXVWLRQ RU ELR
FHUWLILHG JUHHQ HOHFWULFLW\ LV RI WRWDO HOHRWHPBMW\ FRQY XIMPMUDQVHG LQ WKH UHSRUWLQJ \HDU DFFRU
QRW LQFOXGHG LQ WKH GLVFORVHG 6FRSH JUHHQKRXVH JDV
1R ELRJHQLF &22 HPLVVLRQV IURP WKH FRPEXVWLRQ RU ELRORJLFDO GHJUDGDWLRQ RI
ELRPDVV RFFXUUHG GXULQJ WKH UHSRUWLQJ \HDU DFFRUYIGH QRO RAFKI HPHL ¥ Y HRQYRFUBHYRIMQ RYHUYLHZ RI 6FRSH PH
LQFOXGHG LQ WKH GLVFORVHG 6FRSH JUHHQKRXVH JDV HBVWGLRQVDYHUDJH GDWD RU DSSUR[LPDWLRQV IURP WKH XS\
YDOXH FKDLQ ZHUH XVHG LQFOXGLQJ WKH UHVSHFWLYH PHWEK
WKH OHYHO RI DFFXUDF\

3URSRUWLRQ RI (VWLPDWHG GHJUHH
6FRSH FDWHJRU\  .H\ ILIXUH HVWLPDWHG BDWIDV IRU FUHDWLRQ ,QSXW VRXUFHYV &DXVH RI WKH HVWLPDWLRQ XRIFB ERMXRLOFW \
&RPELQDWLRQ RI VSHQG EDVHG PHWKRG SXUFKDRPNH RIRSIUPHW -GDWD IRU D ODUJH
3XUFKDVHG JRRGV6BRSH HPLVVLRQV LQGXVWU\ VSHFLILF HPLVVLRQ IDFWRUV DQG \SXSSIRWHWLRSHRL \LXSBIOWKE® XVH Rl VHFWRUDO
VHUYLFHV We&22H 3DUWLDOO\ EDVHG RQ VXSSOLHU VSHFLILF HPLVVLRQ GDWIDYHUDJHV OHGLXP
6FRSH HPLVVLRQV 6SHQG EDVHG PHWKRG EDVHG RQ LQYHVWPHQW R [SEIQIBEW X SHWF IDQB HPLVVLRQ GDWD
&DSLWDO JRRGV  W&22H ORVWO\ LQGXVWU\ VSHFLILF HPLVVLRQ IDFWRUYV DYDLODEOH IRU LQGLYLGXDO EBGLWDO JRRGYV
$FWLYLWLHV UHODBFRS HV RHIKIWVOAL R Q V 8VH RI JHQHUDO DYHUDJHV LQVWHDG RI
DQG HQHUJ\ W&22H ORVWO\ $YHUDJH GDWD PHWKRG XVLQJ VWDQGDUGL]HGORFADWLRQ VSHWRIL¥F SULPDU\ (GG B P
6FRSH HPLVVLRQV 6SHQG EDVHG PHWKRG IRU ZDUHKRXVH WUDQVSREN R U RN &HUW WHQRFB\RW W HERUW L QJ DQG
8SVWUHDP WUDQVSR&IH 3DUWLDOO\ VHSDUDWHO\ TXDQWLILDEOH DQG LQFOXGHG L® BWUFKWV GOIWBRMWYURXWH WIHEIXPRWR ORZ
6FRSH HPLVVLRQV OLVVLQJ SULPDU\ GDWD VSHFLILF WR TXDQWLW\

:DVWH YROXPH W&22H ORVWO\ $YHUDJH GDWD PHWKRG XVLQJ VWDQGDUGL]HGDHRL \GLIVEB@® YDEW R UV OHGLXP
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BURSRUWLRQ RI (VWLPDWHG GHJUHH
6FRSH FDWHJRU\ H\ ILJXUH HVWLPDWHG DWLDV IRU FUHDWLRQ ,QSXW VRXUFHV &DXVH RI WKH HVWLPDWLRQ XRIFB BRMXRIDEFW \
6FRSH HPLVVLRQV $FWLYLW\ GDWD DLU DQG WUDLQ NLORPHWHUWVHRRELQBG ZDWHK HHWPHVDIRQ IDFWRUV IRU SDUWV
%XVLQHVV WULSV W&22H 3DUWLDOO\ IDFWRUV UHQWDO FDU DQG SXEOLF WUDQVSRUWRW PREHQGWWXUH EDVHG OHGLXP
6FRSH HPLVVLRQV $YHUDJH GDWD PHWKRG EDVHG RQ H[WHUQDO RYUXBSWHRWDDERX) PRELOLW\ EHKDYLRU QR
(PSOR\HH FRPPXWLW&22H &RPSOHWH FRPPXWLQJ EHKDYLRU GLVWDQFHV PHDQV Rl ARMSDGRWIHFLILF VXUYH\ IRZ
6FRSH HPLVVLRQV '"HULYDWLRQ EDVHG RQ D IODW UDWH VKDUH 8\RUQWKIHQHPSYVRRPEWWIHRFDOXH ZLWKRXW XVLQJ
'RZQVWUHDP WUDQWSR UV &RPSOHWH XSVWUHDP WUDQVSRUW EDVHG RQ JURXS VWRGKHRZQ DFWLYLW\ GDWD /IRZ
6FRSH HPLVVLRQV 8VLQJ 3URGXFW &DUERQ )RRWSULQWYV 3&)V RI3DRMSFVAVR®EDWHLE HROHD RS UHVHQWDWLYH
8VH RI VROG SURGWRW®AH 3DUWLDOO\ PRGHO H[WUDSRODWLQJ WR WRWDO VDOHYV SURGXFW OHGLXP
(QG RI OLIH WUHDBFRIS®W RPLVVLRQV "HULYDWLRQ IURP 3&)V IRFXVLQJ RQ WKH GLVSBVB@ISRDMH DHHWGLYSRYDW LRV XPSWLRQV DQG
VROG SURGXFWYV W&22H 3DUWLDOO\ DQDORJRXV WR FDWHJRU\ SURMHFWLRQV OHGLXP
1RQ UHOHYDQW 6FRSH HPLVVLRQV *+* LQWHQVLW\
7KH IROORZLQJ 6FRSH FDWHJRULHV ZHUH GHHPHG QRW UYK®QibYDOW INRURYH EXQ HWy EBHE&EDR/XMH HoxH 11
WKH\ GR QRW RFFXU ZLWKLQ WKH YDOXH FKDLQ DQG EXVLQRVM FRGHCHoxn e
7RWDO *+* HPLVVLRQV VLWH VSHFLILF
8 8SVWUHDP OHDVHG DVVHWYV SHU QHW VDOHV UHYHQXHV &2 HXUR
7RWDO *+* HPLVVLRQV PDUNHW
§ BURFHVVLQJ RI VROG SURGXFWYV EDVHG SHU QHW VDOHV UHYH QX
8 'RZQVWUHDP OHDVHG DVVHWYV
§ JUDQFKLVHV 7KH UHYHQXH RI WKH VHFXQHW *URXS ZDV FDOFXODWHG DFFRI
§ ,QYHVWPHQWV

( ,OQWHUQDO FDUERQ SULFLQJ
IR LQWHUQ®POLERQJ VA\VWHPYV DUH XVHG
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(656 ( 5HVRXUFH XVH DQG FLUFXODU HFRQRP\

'LVFORVXUH UHTXLUHPHQWY LQ FRQQHFWLRQ ZLWK (656
6%0 ™ ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHY DQG
WKHLU LQWHUDFWLRQ ZLWK VWUDWHJ\ DQG EXVLQHVV PRGHO

‘H UHO\ RQ KLJKO\ TXDOLILHG HPSOR\HHVY DQG WKH HVVHQWLDO KDUGZDUH WKH\ XVH WR
GHYHORS FXVWRPL]JHG VROXWLRQV IRU RXU FXVWRPHUV VHFXQHW V EXVLQHVV RSHUDWLRQV
DUH SULPDULO\ RIILFH EDVHG DQG ORFDWHG LQ XUEDQ DUHDV ,Q RXU RIILFHY DQG GDWD
FHQWHUV ZH XWLOL]H PRGHUQ KLJK SHUIRUPDQFH KDUGZDUH WR HQVXUH HIILFLHQW
EXVLQHVV RSHUDWLRQV

7KH PDWHULDOLW\ DVVHVVPHQW LGHQWLILHG RQO\ WKH LVVXH RI ZDVWH DV PDWHULDO

SRVLWIEPRQ LQ WKHrYDOXH

,52V FKDLQO 2 7LPH KRULJRQ

8SVWUHDP
270
DFWLYLW
"RZQVWU
6KRUW WH
OHGLXP
WHUP

8VH RI UHF\FOHG DQG UHF\FODEOH SDFNDJLQJ
2XU HQYLURQPHQWDOO\ IULHQGO\ SDFNDJLQJ VROXWLRQV UHO\ RQ UHF\FOHG $FO\GX D & FS RU D\&Q WHP DRSHDFMD O V
%\ UHXVLQJ WKH SDFNDJLQJ RI WKH RULJLQDO SURGXFW ZH DYRLG WKH QHHG IRU DGGLWLRQDO SDFNDJLQJ

7KH OLVW Rl ,52V KLJKOLJKWY VXVWDLQDELOLW\ LVVXHV WKDW LI LOQDGHTXDWHO\ PDQDJHG FDQ
QHIJDWLYHO\ LPSDFW RXU EXVLQHVV ULVNV RU KDYH QHJDWLYH FRQVHTXHQFHV IRU QDWXUH
DQG WKH FOLPDWH QHJIDWLYH LPSDFWV +RZHYHU VXVWDLQDELOLW\ LVVXHV FDQ DOVR EULQJ
SRVLWLYH HIIHFWV ™ ERWK IRU WKH HQYLURQPHQW DQG LQ WKH IRUP RI ILQDQFLDO
RSSRUWXQLWLHV



NDONIHPHQW 5HSR AW

( 3ROLFLHY UHODWHG WR UHVRXUFH X\AHLWK}@ WKH IUDPHZRUN Rl OHJDO UHTXLUHPHQWY VHFXQHW
VRXQG GLVSRVDO Rl HOHFWURQLF ZDVWH DW WKH HQG RI Wk

FILFX@UHFRQRP \ PDNHV VXUH WKDW DOO (35 ([WHQGHG 3URGXFHU 5HVSRQVLIE
7R GDWH VHFXQHW GRHV QRW KDYH DQ RIILFLDO FRQFHSRHWRU PDQDJLQJ LWV PDWHULDO

LPSDFWV ULVNV DQG RSSRUWXQLWLHV UHODWHG WR UHVRXUFH XVH DQG WKH FLUFXODU

HFRQRP\ ,Q IDFW WKHVH LVVXHV DUH DGGUHVVHG DQG WKWR® YHOVER DR PA.CD0QEHZEREWIRKHG RQ DQ RQJRLQJ EDVLV
QHFHVVDU\ UHJXODWRU\ UHTXLUHPHQWY FXUUHQWO\ RQO\ VWDWXWRU\ UHJXODWLRQV VXFK DV

WKH *HUPDQ (OHFWULFDO DQG (OHFWURQLF (TXLSPHQW $FW (OHNWUR* WKH *HUPDQ

3DFNDJLQJ $FW O9HUSDFN* WKH *HUPDQ %DWWHU\ $FW ¢DwWW:D bdd \KYREIHHDQP:WHG WR UHVRXUFH XVH D¢
(((( %$77 DQG 3%&. GLUHFWLYHV DUH DGKHUHG WR 3URERF@ROPQDJIJHPHQW DQG

6XSSO\ &KDLQ 2SHUDWLRQV DUH UHVSRQVLEOH IRU LPSOHPHQWDWLR
6LQFH WKHU LV QR VSHFLILF FRQFHSW IRU UHVRXUFH XVH D!

VHFEXQHW V EXVLQHVV PRGHO GRHV QRW LQYROYH LWV RZ&SYREKEWN R IYPYI W IVHKD ¥ B FeiZBuMHW WR GDWH 6HWWLC

FRPSRQHQWYV DUH H[FOXVLYHO\ SXUFKDVHG DQG UHVR®BPBYHEXQGOHG SURGXFWV LOQ

FRQMXQFWLRQ ZLWK VRIWZDUH &RQVHTXHQWO\ WKH GHVLJQ RI WKH XSVWUHDP YDOXH FKDLQ
LV OLPLWHG +RZHYHU FRQVLGHUDWLRQV DQG SODQQLGXYUHMWRESLVERFRIYBRAEHYWEY L P REEHGGHG LQ WKH UHOI

DQG WKH FLUFXODU HFRQRP\ DUH SRVVLEOH ERWK ZLW ‘ESSXWRFFWZPR%%WFH@W@ QRO UHTXLUHPHQWYV RQ D GDLO
GRZQVWUHDP YDOXH FKDLQ DUH DOVR FRQWLQXRXVO\! DGGUHVVHG ZLWKLQ WKH IUDPH

FHUWLILFDWLRQV 7KH HIIHFWLYHQHVVY RI WKH DFWLRQV GHV
EHLQJ WUDFNHG ZLWK UHJDUG WR WKH PDWHULDO LPSDFWV U

( $FWLRQV DQG UHVRXUFHVY UHODWHG WR UHVRXUFH XVH

DQG FLUFXODU HFRQRP\ ( 5HVRXUFH RXWIORZV

OHDVXUHV UHODWHG WR UHVRXUFH XVH DQG WKH FLU_FWHE) HFRQRP\ DUH QRW \HW

FRPSUHKHQVLYHO\ GRFXPHQWHG DW VHFXQHW GXH WR wk ODFN RI D FRUUHVSRQGLQJ

FRQFHSW +RZHYHU VRPH HOHPHQWY LQ WKLV UHJDUG VKANE® W uMIOLQ\O \ E § WPRHQW VRO WK DW EHFRPH HOHFWURQLF Z|
HQVXUH WKH VXVWDLQDEOH DQG UHVSRQVLEOH KDQGOLQJ R

§ )RU SURGXFWV LQ WKH 6,1%$ / %R[ 6 6,13/ %R[ ( + 6,1$LRWNREOMHR G BWVMHRSGHG SURGXFHU UHVSRQVLELOLW\ 7KLV

6,1$ :RUNVWDWLRQ 7HUPLQDO ( + VHULHV UHF\FOHG SDRN®RRbGIHP WAIWWHUEDOSREDA xYHEB\FOLQJ DQG HQYLURQPHQWDO:
WR UHGXFH SDFNDJLQJ ZDVWH SURGXFWV VHFXQHW [IXOILOOV WKHVH UHTXLUHPHQWYV E\ H

SURSHU GLVSRVDO RI LWV SURGXFWV DV ZHOO DV SURPRW
§ :LWK 6,1$ :RUNVWDWLRQ 6 VHFXQHW HQDEOHV XVHG O DSHMRARU WHRY EHQGHR/WWR-B 4 EH Wi WHHRQPHQWDO LPSDFW

RULIJLQDO FRQGLWLRQ DW WKH HQG RI WKHLU OLIH F\FOH UHIXUELVKHG DQG XVHG IRU

DOWHUQDWLYH SXUSRVHV 7KLV LV LQWHQGHG WR UHG X WKH QU FHUPWIIRDP B | HOHEWHRQIRY VKLSSLQJ WR UHGXFL
ZDVW H ZDVWH VHFXQHW XVHV WKH SDFNDJLQJ PDWHULDO IURP S

RQZDUG VKLSSLQJ WR FXVWRPHUV
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VHFXQHW GRHV QRW JHQHUDWH DQ\ UDGLRDFWLYH ZDVWHKLNVWGEQK $ERYQL GHWDFPRIPSDURVRQ RI WKH ODVW WZR ILQD
&RXQFLO 'LUHFWLYH (XUDWRP

:DVWH FDWHJRU\ 8QLW
6LQFH VHFXQHW LV D WHQDQW DW DOO ORFDWLRQV WKH ODQGORUGV DUH UHVSRQVLEOH IRU WKH
GLVSRVDO RI RIILFH ZDVWH VXFK DV SDSHU FDUGERDUG +PLjHGHRXQU L SXOWZIDNVMH GDQBVHG RI
SDFNDJLQJ \HOORZ ELQ JUHHQ GRW VHFXQHW SURYLGHMWHVHEDBWHWRQWDLQHUV IRU DOO w
WKH DIRUHPHQWLRQHG ZDVWH W\SHV DW HDFK ORFDWLRQ 7KH DFWXDO DPRXQW RI ZDVWH
FDQQRW EH GHWHUPLQHG EHFDXVH WKH ODQGORUGV GRQRWSMRYLGH SUMFLME SPWDsrvbo
7KHUHIRUH WKH DPRXQW RI ZDVWH LV FDOFXODWHG E\ PXRQWLSQOILQSWKH, ¥ TXDUH TRRWDJH
RI WKH UHQWHG VSDFH E\ DQ DYHUDJH YDOXH REWDLQHG

+LJK VHFXULW\ GDWD VWRUDJH PHGLD

JXUWKHUPRUH ZDVWH LV JHQHUDWHG ZKLFK VHFXQHW GE¥SRVHV RI LQGHSHQGHQWO\ 7KH
HIDFW TXDQWLWLHY DQG ZDVWH FRGHV DUH GHWHUPLQH&DQYNWOO\ EDVHG RQ LQYRLFHV
DQG WKH GRFXPHQWDWLRQ LV DUFKLYHG

s/ 2|2 z<

1RQ KD]JDUGRXV ZDVWH WKDW LV QRW VXEMHFW WR GLVSRVDO
7KH IROORZLQJ WDEOH SURYLGHV DQ RYHUYLHZ RI WKH TXRWIuWWHH ¥ SMFRECHPRHELWLRQ zDVWH

W

(OHFWURQLF ZDVWH w

LQ WRQV JRWDGD]DUGRXKD]DUGRXY OL[HG SDFNDILQJ &RPPHUFLDO w

$PRXQW RI ZDVWH JHQHUDWHG 3DSHU &DUGERDUG w

4XDQWLW\ WKDW LV ZLWKGUDZQ IURP GLVSRVDO 3DFNDJILQJ w
SUHSDUDWLRQ TRU UHXVH 7KH GLVFUHSDQFLHV EHWZHHQ WKH UHSRUWHG TXDQWLWLHV LQ WKH UHSR
SHF\FOLQJ DGMXVWPHQWY WR RXU GDWD VXFK DV FKDQJHV LQ HPSOR\HH QXPEHUV DQG D

ZHUH UH H[DPLQHG $V D UHVXOW WKH UHWURVSHFWLYHO\ DGMXVWHG ILIJXUH
2WKHU UHFRYHU\ PHWKRGV

4XDQWLW\ LQWHQGHG IRU GLVSRVDO

'XULQJ WKH GDWD UHILQHPHQW SURFHVV LW ZDV GHWHUPLQ/|

'QFLQHUDWLRQ VPDOO TXDQWLWLHV RI KD]JDUGRXV ZDVWH ZKLFK ZLOO EH U}

"HSRVLW ILQDQFLDO \HDU RQZDUGYV

2WKHU W\SHV RI GLVSRVDO

$PRXQW RI QRQ UHF\FOHG ZDVWH

B3HUFHQWDJH RI QRQ UHF\FOHG ZDVWH
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(8 7D[RQRP\

$v SDUW RI LWV DFWLRQ SODQ RQ ILQDQFLQJ VXVWDLQDEPHOIUWRAW R | WKBI[ RYRBKNIFD §DIERQO L W\

(8 DLPV WR UHGLUHFW FDSLWDO IORZV LQWR VXVWDL%DEDOdi L(?EG'NWL%QJW\ L%Wﬁgi\_/eé\/Qésli_}ﬂ:\X/HG ZRUOG VHEXQHW
EDFNGURS WKH (8 7D[RQRP\ 5HIJXODWLRQ 7D[RQRP\ HDWH UHVLOLHQW GLJLWDO LQIUDVWUXI

HQWHUHG LQWR IRUFH LQ PLG FODVVLINLQJ ZKLFK H EEEFPR%VM%LOWH%&F@WWEWL@Q IRU GDWD DSSOLFDWLRQV
DUH FRQVLGHUHG HQYLURQPHQWDOO\ VXVWDLQDEOH VSHFLDOL]HV LQ DUHDV ZLWK SDUWLFXODUO\ VWULQJHQW V

G FORXG FRPSXWLQJ L

7KH (8 KDV QRZ SXEOLVKHG UHTXLUHPHQWYV IRU VXVWDL )Q\ML% %IEBIP Ig)d:mLVYIF\HbHe{HI-PV\\?VHFXULW\ VWDQGDUGV LG
GHILQHG LQ WKH 7D[RQRP\ 5HIXODWLRQ IRU DOO VL] HQ‘6 LbRQ/P 6\% A_ JBEE)V\{A}_'DO WUDQVIRUPDWLRQ
DFWLRQ DGDSWDWLRQ WR FOLPDWH FKDQJH VXVWDLQDE H XVH DQG SURWHFWLRQ RI ZDWHU

DQG PDULQH UHVRXUFHVY WUDQVLWLRQ WR D FLUFXODU I:)ER l? 0\9 WLV&SQ F?(?Iﬁ'ly\HIQe‘VLJR_%dDFPEXVLQHVV DEWLYLWLH)
FRQWURO DQG SURWHFWLRQ DQG UHVWRUDWLRQ RI YvLW RI BV\/H’: XVLQHVV PRGHO ZHUH IL
GHVFULSWLRQV RI HFRQRPLF DFWLYLWLHYV LQ WKH GHOH%R\O(A-J'%VPFBV @I-w ny lz-Zlﬁ’I\Fl-‘(O'B%IY\ELOYIJTV\bLFlWLYLWLHV ZKHLU VLJ
DUH HOLJLEOH IRU FRQVLGHUDWLRQ 7KHVH DUH NQRZQ>PVV(¥V R 'I:'Bb LI\FQI—R )BLQI—R)D 7KLV LQFOXGHG ERWK WKI

DFWLYLWLHV 2QO\ WD[RQRP\ HOLJLEOH HFRQRPLF DF lV \I;\|/_|VD6\I$|%¥| %\'/_”F&H%URILW RU ORVV DQG LQWHUC
HOQYLURQPHQWDOO\ VXVWDLQDEOH SURYLGHG WKH\ PHHW HUWDLQ WHFKQLFDO DVVHVVPHQW

FULWHULD DQG SURYLGH PLQLPXP VRFLDO SURWHFWLRQ$VI §PH|: R/FWL‘E) \ E’HI—\)NVWKH HFRQRPLF DFWLYLWI

WKH DVVHVVPHQW FULWHULD VSHFLILHG LQ WKH GHOF#WM SLEW/VLH \é}sltll\ykbGQéD\é)LJKW FRPPHUFLDO YH
HOQYLURQPHQWDOO\ VXVWDLQDEOH DQG WKHUHIRUH DV WB@@R—%&&N\;&@%I EXLOGLQJVY DQG '‘DWD SURFHVVLQ.J

WLYLWLHVY ZHUH FODVVLILHG DV HOLJLEOH IRU WD[RQF

HOHJDWHG SHIXODWLRQ RI ODUFK RQ QXFOHBHY%%%_%LIB\BQ& ('BBWXUD\HR HQVXUH WKDW WKH DFWLYLWLHV
JDV LV QRW DSSOLFDEOH UHTXLUHPHQWYV

(&
a =
—L =0

0
UUW

'U

e

=0

'|'U<T|

7KLV DQDO\VLV LQFOXGHV DOO IX00\ FRQVROLGDWHG JURXS FRPSDQLHV ZLWK UHIDUG WR WKHLU
VDOHV UHYHQXHV LQYHVWPHQW DQG RSHUDWLQJ H[SHQUH{PIRQRFk VI IPRUYHRAROVDE R xw

D[RQRP\ HOLJLE®® WD[RQRP\ HOLJLEOH
WKH IXOO\ FRQVROLGDWHG JURXS FRPSDQLHYV FDQ EH IRXQG LQ WKH DQQXDO UHSRUW SURSRUWLRO SURSRUWLRO

6DOHV YROXPH

&DSLWDO H[SHQGLWXUHV &DS([

2SHUDWLQJ H[SHQVHV 2S([
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.HV ILJXUHV IRU WD[RQRP\ HOLJLEOH HFRQRPLF DKW LFPSWWHO/ H[SHQGLWXUH &DS([ FDOFXODWHG LQ WKLV ZD

3XUVXDQW WR 6HFWLRQ RI WKH *HUPDQ &RPPHUFLBERSHTY + SOPQWE 989W[6LSPHQWY 2 QWDQJLEOH DVVHW
REOLJDWHG WR DSSO\ WKH UHJXODWLRQV RI WKH 7D[RQEB@¥59)¥89W|’§F§Q'L%Dﬁ?r—Fﬁ"Q@GBWPWHPHQWV DPRXQW WR *°
ZLWK 6HFWLRQ H +*% VHFXQHW V FRQVROLGDWHG' T™bD0QFLDO VWDWHPHQWV DV RI

"HFHPEHU ZHUH SUHSDUHG LQ DFFRUGDQFH ZLWK , 56 7KH DPR d(:)

2S([ ILJXUHV DUH EDVHG RQ WKH ILIJXUHV UHSRUWHG WLoOEP b :(*;';/VW'I:QJFO;GQVUESEHWVHV(\;
VWDWHPHQWY %DVHG RQ DQ DQDO\VLV RI EXVLQHVV LL\QLL\%LLH\(/ WK»Q u{&mé %%DOVR SRWHQWLDOO\ R
WD[RQRP\ HOLJLEOH UHYHQXH LQYHVWPHQW &DS([ DOQb V%/f’ﬁﬁ%QH Q Q ¢

FDOFXODWH WKH UHYHQXH FDSLWDO H[SHQGLWXUH &D Q%H E\)/ég BEI—P J% ?WFE%%\’QCQALWV&HUH'OHFW WDIRQRP\ HOLJLE

2S([ WR VHFXQHW V UHVSHFWLYH FRQVROLGDWHG ILJXUW{?L{BESJ%KLI-}N LH[Y LB%V\( DI'UQL'VWV YHKLFOH 1OHHW A
GLVEORVHG DVVHQJHU FDU OLJKW FRPPHUFLDO YHKLFOH $QQH][

$FTXLVLWLRQ RI DQG RZQHUVKLS RI EXLOGLQJV $QQHI[ ,
6DOHV UHYHQXH

7KH UHYHOXH UHSRUWHG LQ WKH FRQVROLGDWHG vWwDwHPHOW BT BURlw R 6r3v Ry wiH
ILQDQFLDO \HDU DPRXQWYV WR © PLOOLRQ 7KLV ILIXUH fRluPIAL KHHW&AS#&L%LDE\HWUH&WMSURSRUW'—RQ RI RSHUDWLQ
WKH (8 7D[RQRP\ 5HIJXODWLRQ 7KH VXP RI WKH UHYHQWQ\[’RWﬁ MUY LR BR PR LYLWLRY 7KLV LQFOXGHV RSHUDW
HOLJLEOH HFRQRPLF DFWLYLWLHV IRU WKH ILopQFLDpGURBY VN%VPVWMQQPWBDWB Ky FRPSOLDQW DFWLYLWLHV
WD[RQRP\ HOLJLEOH UHYHQXHV LGHQWLILHG LQ WKLV ZRUN'PﬁéJlf FPSH X %H?Wéﬁe Py #4HOOC DV GLUHFW QRQ FDSLW
DWWULEXWHG WR WKH EXVLQHVV DFWLYLWLHV RI 6\V(OmYH PQ%\\thﬁW\%%S piW  2S5([ D 7KH PHWULF DOVF
RSHUDWHV LWV RZQ FORXG LQIUDVWUXFWXUH DQG OH 'W D VP E Wy IR &DS([ SODQ WR H[SDQC
VXSSOHPHQWHG E\ RWKHU FORXG VHUYLFHV LQFOXGLEQFW %{/ﬁ'\ﬁ O oVrS RUPLYHUVLRQ RI WD[RQRP\ HOLJ
SOLDQW B LWLHV ZLWKLQ D SUHGHILQHG WLPHIUDPF

OHWD.XEH DV ZHOO DV FRQVXOWLQJ DQG ,7 VHUYLFHV
DFTXLVLWLRQ RI SURGXFWV IURP D WD[RQRP\ HOLJLEOH DFWL

&DSLWDO H[SHQGLWXUH &DS([ WKH WD[RQRP\ HOLJLEOH 2S([ VKDUH WKH ILQDQFLDO DFFRXQ
WKH GLUHFW FDSLWDOL]J]HG FRVWYV IRU UHVHDUFK DQG (

$W VHFXQHW WKH &DS([ PHWULF LQGLFDWHV WKH SURSRYMRROWR K &D ,};\/\%#\pswgﬁ WXWHYP OHDVLOJ DOG PDLOWE
WKDW DUH HLWKHU UHODWHG WR D WD[RQRP\ HOLJLEOH DEWLNLW) b &DiS (D %%@P?SB\%R‘BU

H[SDQGLQJ WD[RQRP\ HOLJLEOH DFWLYLWLHV HQDEOH WKH FRQYHUVLRQ RI WD[RQ

HOLJLEOH DFWLYLWLHV LQWR WD[RQRP\ FRPSOLDQW DFWa/ih VALEEY uRPh L & v %LHLBJWWIWIR B Qepo\wvLyv RI WKH UHF
DFTXLVLWLRQ Rl SURGXFWV DQG VHUYLFHV IURP D WD [RQEPY 1T @hht& Oth BRWL KW} 0 R&H DIRUHPHOWLROHG DFFRXOWY
&XUUHQWO\ QR VXFK &DS([ SODQ H[LVWV WKHUHIRUH &DS{lRWwY QRWKPSHAPHOBERR \ﬁRﬁkW[WD[RQRP\ HOLJLELOLW\ 2]
H[SHQGLWXUHV DUH EDVHG RQ DGGLWLRQV WR WDQJLEO%P\QQUIHQ/WD@DJW%OI@WWH—W\(QQ ZHOOPRY% SURFHVVLQI KRV

ULJKW RI XVH DVVHWYV IURP OHDVHV LQFOXGLQJ OHDVH DGMAY, QHQeﬂVdH[GXLH'DQ}J NWKEIJERPEWHROWR WKH WD[RQRP\ HOI
\HDU XQGHU UHYLHZ EHIRUH GHSUHFLDWLRQ DQG DQ\ UHYDOXDWLRQV IRU WKDW ILQDQFLDO

\HDU DQG H[FOXGLQJ FKDQJHV LQ IDLU YDOXH 7KLV DOVR DSSOLHV WR FRUUHVSRQGLQJ
DGGLWLRQV UHVXOWLQJ IURP EXVLQHVV FRPELQDWLRQV
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7KH IROORZLQJ HFRQRPLF DFWLYLWLHV RI VHFXQHW KDYH EQRPBLF @OFWLYLMG DV $HFOMXLEOMLRRU RI DQG RZQHUVKLS RI E

WD[RQRP\ ZLWK UHJDUG WR WKH HQYLURQPHQWDO JRDO RikHOLPHMEH xSARWAEHHMHRE RIILFH SURSHUWLHV DQG WKHUHE\ L
WKDW IDOO XQGHU WKH GHILQLWLRQ RI &DS([ F VHFWLRQ

7D[RQRP\ FRPSOLDQW DFWLYLWWHVFULSWLR RI WKH DF;/\I‘{:l\él;(JQHPV'\;'QW o 7R DQDO\]H FRPSOLDQFH WKH DJH Rl WKH EXLOGLQJV
[RQ . \Q . Q @ SURSHUWLHY FRPSOHWHG EHIRUH 'HEHPEHU DUH F
7TUDQVSRUW E\ PRWRUF\FOHV DVVHQJHU
o b oo ol Tk ERE P U E L bem KRG B G W eos(| WD[RQRP\ FRPSOLDQW 7KH SURSHUWLHV XVHG E\ VHFXQHW
$FTXLVLWLRQ RI DQG RZQHUBUWKKIOSGRQEXLOGLQJIV &DS([ El;lSROUL:VHFHPEHU RU DUH ROGHU WKDQ WKLV GDWH !
'DWD SURFHVVLQJ KRVWLQ& ®RGE ULHODDANMEUXFWXUB HDYHR KBR&BS ([
DFWLYLWLHV VHUYLFHV IURP 6\V(OHYRG@({PE+
(FRQRPLF DFWLYLW\ 'DWD SURFHVVLQJ KRVWLQJ DQG UHO
6\W(OHYHQ *PE+ V DFWLYLWLHV LQ WKH DUHDV Rl GDWD SURF}
7D[RORP\ FROQIRUPLW\ DQODO\VLV
[RQ Q Q VHUYLFHV UHODWH WR &DS([ D 2S([ D VHFWLRQV DC

%DVHG RQ WKH LGHQWLILHG WD[RQRP\ HOLJLEOH HFBQB)Pé.BWpFE@/LYLWLH\deWWUHYHQXH 7KH WHFKQLFDO D
FRQGXFWHG D WD[RQRP\ DOLJQPHQW DQDO\VLV 7KLV D QW pWw I WS uHSRUKH G Wb U EHFDXVH ILUVWO\ WKH U
HFRQRPLF DFWLYLWLHV PDNH D VXEVWDQWLDO FRQWULEBXWNRRVWR RRPYHSIHWDRERYQRW ARUN 3 ) JDVHV KDYH D JOR
HQYLURQPHQWDO REMHFWLYHV DQG GR QRW VLJIQLILFDOWPNHESHEUvRA Ho RAL WHUWWRE MOTWHG E\ UHIXODWLRQV 6HFH
REMHFWLYHV )LQDOO\ FRPSOLDQFH ZLWK PLQLPXP VRF{REQ WKRWHEMER G YWB FHRUWENU E XM WKHU DOO UHOHYDQW S
EH JXDUDQWHHG I WKHVH UHTXLUHPHQWYV DUH PHW DyH N RRRREFWREW S YEREHFRQ&RBGXFW RQ WKH (QHUJ\ (IILFLHQ
FODVVLILHG DV WD[RQRP\ FRPSOLDQW WKH &(1 &(1(/(& GRFXPHQW &/& 75 KDG EHHQ LPSOHPHQ

LV DQRWKHU UHJXODWRU\ UHTXLUHPHQW
,Q FROQQHFWLRQ ZLWK WKH UHYLHZ GRFXPHQWY ZHUH UHTXHVWHG IURP RXU VWDNHKROGHUYV

DQG GLVFEXVVLRQV ZHUH KHOG LQ WKH FRQWH[W RI DOLJQRHEWHVXOW QR HFRQRPLF DFWLYLW\ FXUUHQWO\ PHHWV WKI

SRVVLEOH UHSRUW (8 WD[RQRP\ FRPSOLDQFH IRU WKH VHFX
(FRQRPLF DFWLYLW\ 7UDQVSRUWDWLRQ E\ PRWRUF\FQHYp§PVYHQIHY FDUV

DQG @ KWFRP P HUFIDOYHKLF®IV
7KH *URXS XQGHUWDNHV FDSLWDO H[SHQGLWXUHV WKDW IDOO XQGHU WKH GHILQLWLRQ RI

&DS([ F 6HFWLRQ Rl '"HOHJDWHG 5HJXODWLRQ 7R DQDO\]H
FRPSOLDQFH YDULRXVY VWDNHKROGHUV SDUWLFXODUO\ OHDVLQJ SURYLGHUV UHTXHVWHG
GRFXPHQWDWLRQ WR DVVHVV WKH DIRUHPHQWLRQHG FULWHULD )RU WKH ILODQFLDO

\HDU VHFXQHW ZDV QRW SURYLGHG ZLWK VXIILFLHQWO\ GHWDLOHG LQIRUPDWLRQ 7KHUHIRUH
D FRPSOHWH DVVHVVPHQW RI WD[RQRP\ FRPSOLDQFH FRXOG QRW EH FDUULHG RXW RQ WKLV
EDVLV
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$FWLYLWLHV LQ WKH ILHOGV RI QXFOHDU HQHUJ\ DQG IRVVLO JDV

/ILQH$FWLYLWLHYV LQ WKH ILHOG RI QXFOHDU HQHUJ\

7KH FRPSDQ\ LV DFWLYH LQ WKH ILHOG RI UHVHDUFK GHYHORSPHQW GHPRQVWUDWLRQ DQG GHSOR\PHQW RI LQQRYDWLYH SRZHU JHQHUDWLRQ SODQ
SURFHVVHV ZLWK PLQLPDO ZDVWH IURP WKH IXHO F\FOH ILQDQFHV VXFK DFWLYLWLHV RU KROGV ULVN SRVLWLRQV UHODWHG WR WKHVH DFWLYLWLHV

7KH FRPSDQ\ LV LQYROYHG LQ WKH FRQVWUXFWLRQ DQG VDIH RSHUDWLRQ RI QHZ QXFOHDU IDFLOLWLHV IRU WKH JHQHUDWLRQ RI HOHFWULFLW\ RU S|

RU LQGXVWULDO SURFHVVHV VXFK DV K\GURJHQ SURGXFWLRQ § DV ZHOO DV LQ LPSURYLQJ WKHLU VDIHW\ XVLQJ WKH EHVW DYDLODEOH WHFKQRORJLI
SRVLWLRQV UHODWHG WR WKHVH DFWLYLWLHYV 12

7KH FRPSDQ\ LV DFWLYH LQ WKH VDIH RSHUDWLRQ RI H[LVWLQJ QXFOHDU IDFLOLWLHV IRU WKH JHQHUDWLRQ RI HOHFWULFLW\ RU SURFHVV KHDW § LQ
SURFHVVHV VXFK DV K\GURJHQ SURGXFWLRQ § DV ZHOO DV LQ WKHLU VDIHW\ LPSURYHPHQW ILQDQFHV VXFK DFWLYLWLHV RU KROGV ULVN SRVLWLRQ"

12

$FWLYLWLHYV LQ WKH ILHOG RI IRVVLO JDV

7KH FRPSDQ\ LV LQYROYHG LQ WKH FRQVWUXFWLRQ RU RSHUDWLRQ RI IDFLOLWLHV IRU JHQHUDWLQJ HOHFWULFLW\ IURP IRVVLO JDVHRXV IXHOV 1LQD
UHODWHG WR WKHVH DFWLYLWLHV 12

7KH FRPSDQ\ LV LQYROYHG LQ WKH FRQVWUXFWLRQ PRGHUQL]DWLRQ DQG RSHUDWLRQ RI FRPELQHG KHDW DQG SRZHU FRROLQJ SODQWYV XVLQJ IRVVL
RU KROGV ULVN SRVLWLRQV UHODWHG WR WKHVH DFWLYLWLHYV 12

7KH FRPSDQ\ LV LQYROYHG LQ WKH FRQVWUXFWLRQ PRGHUQL]DWLRQ DQG RSHUDWLRQ RI SODQWV IRU KHDW JHQHUDWLRQ WKDW SURGXFH KHDW FRO
DFWLYLWLHV RU KROGV ULVN SRVLWLRQV UHODWHG WR WKHVH DFWLYLWLHV 12
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(656 6 22Q ZRUNIRUFH

'LVFORVXUH UHTXLUHPHQWY LQ FRQQHFWYR®Y RWR5¢ @5 &H KDYH LGHQWLILHG WKH IROORZLQJ NH

G U WLPH DUUDQJHPHQWV DQG ZF
6%0 ™ ODWHULDO LPSDFWV ULVNV DQG §>$D%§v§{ d%b‘ I'V@PIT_EFC?GEPLIS%%JXH 2XU FRPPLWPHQW DOVR L
WKHLU LQWHUDFWLRQ ZLWK VWUDWHJ\ DQL@OE%F\ALD% ¥ Yu PR EBHh® WR HOVXUH D VDIH DQG VXSSRU\

2XU HPSOR\HHV DUH DW WKH KHDUW Rl RXU FRPSDQ\ :H DUH FRPPLWWHG WR WKHLU
SHUVRQDO DQG SURIHVVLRQDO GHYHORSPHQW DQG IRVWHYUMNKHBRBYWH L i AU SRYD W W Y RWW ISP OO0\ LQ WUDLQLQJ DQ
WKDW LV EDVHG RQ DSSUHFLDWLRQ DQG VXSSRUW IRUORES WHRYBAHRKKILYWY; MRcBRWY RXU HPSOR\HHV DQG VRFLHW

JHQGHU DJH RU ORFDWLRQ DOO HPSOR\HHV VKRX0G KBY H AFGM\Y HYsKR (R ¥ Qi WKW WRPULRUL WY ZKLFK LV ZK\ ZH
GHYHORSPHQW KHDOWK PDQDJHPHQW SURJUDP :H DUH DOVR DFWLYHO\ FRPP]

RI IRUFHG DQG FKLOG ODERU

2XU HPSOR\HHV PD\ EH DIIHFWHG WR YDU\LQJ GHJUHHV E\ WKH LPSDFW RI RXU
EXVLQHVY DFWLYLWLHY DV VKRZQ LQ WKH ,52 WDEOH

,52V
SRVLWIRQ LQ WKHoYDO

6XE VXE PDWWHUV FK:DLQ [a) O 7LP KRU%] Q
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RUNLQJ KRXUV /ILPLWDWLRQ RI RYHUWLPH

VHFXQHW FRQWUDFWXDOO\ OLPLWY WKH RYHUWLPH KRXUV RI LWV HPSO%E%/%%E\EQSBMHMBY\NR SUHYHQW D FXOWXUH RI H[FHVVLYH
RYHUWLPH 7R DYRLG RYHUWLPH DQG SUHYHQW RYHUORDG

"RUNLQJ KRXUV OLVVLQJ WLPH WUDFNLQJ
$ ODFN Rl WLPH WUDFNLQJ FDQ OHDG WR KLGGHQ RYHUWLPH DQG WKXV l\?/d\‘—éPSOR\HH RYHUORDG 7KLV FDQ QHJDWLYHO\
LPSDFW WKHLU KHDOWK DQG SHUIRUPDQFH ZKLFK LQ WXUQ FDQ OHDG vé& VHQFHV RU D GHFOLQH LQ TXDOLW\'™ ZLWK
SRWHQWLDO FRQVHTXHQFHVY IRU VHFXQHW V ILQDQFLDO SHUIRUPDQFH

6RFLDO 'LDORJXH (PSOR\HH VDWLVIDFWLRQ
VHFXQHW DOUHDG\ DFWLYHO\ SURPRWHY HPSOR\HH VDWLVIDFWLRQ WKURPWK D@ SRAYWRNQW LQ GHFLVLRQ PDNLQJ
SURFHVVHY DQG FROODERUDWLRQ ZLWK HPSOR\HH UHSUHVHQWDWLYHV L&®RQWWQXRXV PHDVXUHV FDQ IXUWKHU VWUHQJIWKHQ
WKLV VDWLVIDFWLRQ DQG HPSOR\HH UHWHQWLRQ

:RUN OLIH EDODQFHQFUHDVH LQ DWWUDFWLYHQHVYV . . . .
+HDOWK VDIHW\ )XUWKHU PHDVXUHV WR SURPRWH VRFLDO VWDQGDUGY FDQ LQFUHDVH Vﬁ%(%mWQLD\M\)WUDFWLYHQHVV DV DQ HPSOR\HU
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3RVLWISRQ LQ WKH.YDO
KRULIRQ
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6RFLDO 'LDORJXH &RQVLGHUDWLRQ RI WKH QHHGYV DQG ZLVKHV RI HPSOR\HHYV
&RQVLGHULQJ WKH QHHGY DQG ZLVKHV RI HPSOR\HHV FDQ LQFUHDVH SURI® RFUWWALXQWNWDQG UHGXFH WKH WXUQRYHU UDWH
7KLV RITHUV WKH FRPSDQ\ RSSRUWXQLWLHV E\ ERWK LQFUHDVLQJ HIILFLHQF\ DQG UHGXFLQJ UHFUXLWPHQW FRVWYV

RUN OLIH EDODQFHOH[LELOLW\ LQ ZRUNLQJ KRXUV DQG ORFDWLRQ
JOH[LEOH ZRUNLQJ KRXUV EDVHG RQ WUXVW DV ZHOO DV WKH RSWLRQ RBIF®AKXDBDIOO BRARWLYQ DQG VKDUHG GHVNV DOORZ
VHFXQHW HPSOR\HHV WR LQGLYLGXDOO\ DGDSW WKHLU ZRUNLQJ KRXUV DFE®OWRFDWLRQ 7KLV SURPRWHV D'EHWWHU ZRUN
OLIH EDODQFH

+HDOWK 6DIHW\ 3URPRWLQJ HPSOR\HH KHDOWK
PSOHPHQWLQJ IXUWKHU PHDVXUHV LQ WKH DUHD Rl KHDOWK PDQDJHPH@S@’S%E FRVIWY'RO PHOWDO KHDOWK EDOQ
HQKDQFH WKH SRVLWLYH HITHFWV RQ WKH KHDOWK Rl HPSOR\HHV

*HQGHU HTXDOLW\ 3URPRWLQJ ZRPHQ LQ WKH ,7 LQGXVWU\
7KH ,7 LQGXVWU\ LV FRQVLGHUHG PDOH GRPLQDWHG VHFXQHW KDV WKH&8SBBWWIRWW\ WR SURPRWH ZRPHQ LQ WKH
LQGXVWU\ DQG WKHUHE\ DWWUDFW FRPSHWHQW IHPDOH HPSOR\HHV

JXUWKHU HGXFDWLRBQRRRGWNLQJ VNLOOV ZLWKLQ WKH ZRUNIRUFH $FWXDO SRVLWLYH .
VNLOOV GHYHORSPHRM VNLOOV RI VHFXQHW HPSOR\HHV DUH IXUWKHU GHYHORSHG WKURXJKPBDBWQLQJ DQG HGXFDWLRQ

OHDVXUHV DJDLQVW KREBRKIXFKLULQJ SURFHVV . 5 .
DQG KDUDVVPHQW ,Q WKH KLULQJ SURFHVV LQ DGGLWLRQ WR SURIHVVLRQDO FRPSHWHQFEﬁﬁgg \@QSJ YOV y Lv: SODFHG RQ LOWHUSHUVRQDO
VNLOOV 7KLV IRVWHUV D SRVLWLYH FRPSDQ\ FXOWXUH DQG FROODERU LWKLQ WKH FRPSDQ\

7KH OLVW RI ,52V KLJKOLJKWV VXVWDLQDELOLW\ LVVXHM WKOMWH EDQQQBHTXDWHO\ PDQDJHG
FRXOG OHDG WR DGYHUVH HIIHFWV IRU LQGLYLGXDOV Q#\ B\WUWH RIPRREVWRORVWILAVNY VRMUBRWH I\ ZRUN OLIH EDODQFI
FRPSDQ\ +RZHYHU LPSDFWV FDQ DOVR EH SRVLWLYH D«FGsSROV WD L\QHELOH W \KIDW XHY G DVXH EHUXIXQGIDPLOLH ZRU
SRWHQWLDOO\ EULQJ SRVLWLYH ILQDQFLDO HITHFWV RSSRUWXQLWLH\WKLFK SURPRWHV D IDPLO\ DQG OLIH SKDVH RUL!

FRQWULEXWHVY WR LQFUHDVHG MRE VDWLVIDFWLRQ HPSOR\HF

VHFXQHW V ORQJ WHUP JRDO LV WR IXUWKHU VWUHQJWKH
6 S3ROLFLHVY UHODWHG WR RZQ ZRUNIRUM&KHFHVVIXOO\ FRPSOHWH WKH EHUXIXQGIDPLOLH UH DXGLW

VHFXQHW SXUVXHV YDULRXV DSSURDFKHV WR HQVXUH WH¢BRHVREMRWIKWIWRE AW RRFVIMAFQDOLIH WKH XQGHUOILQ.
ZRUNIRUFH DQG WR V\VWHPDWLFDOO\ PDQDJH WKH LPSDHWRQH WY IHFFEO'\RYSRO®RRG tw SHRW L F\

DVVRFLDWHG ZLWK RXU HPSOR\HHV 7KHVH DSSURDFKHV LQFOXGH KXPDQ ULJKWYV

FRPPLWPHQWY SROLFLHV IRU ODERU DQG HPSOR\PHQW SUDFWLFHV DQG PHDVXUHV WR

SURPRWH KHDOWK VDIHW\ GLYHUVLW\ DQG HTXDO RSSRUWXQLWLHV 5HVSRQVLELOLW\ IRU

LPSOHPHQWDWLRQ OLHV DW WKH KLJKHVW PDQDJHPHQW OHYHO 7KH SROLFLHV GHVFULEHG LQ

WKLV VHFWLRQ DSSO\ FRPSDQ\ ZLGH
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7KH VFRSH Rl DSSOLFDWLRQ DSSOLHV FRPSDQ\ ZLGH DZRF XISPRMOR®DY BDINO MR HOFS\ B | H W\

JURXSV $V SDUW RI WKH DXGLW H[LVWLQJ PHDVXUHV ™(YX¥FHKLDY IPH{XEOW LARIOND QIHBORXMK DQG VDIHW\ LV DQRWKH!
PRELOH ZRUNLQJ FRXQVHOLQJ DQG VXSSRUW VHUYLFHVURVLSEHR GYKDVIHOR WL HRRVIDE GHBXRQHIAED R\HHY 6LQFH RFFXS
GHYHORSPHQW DQG KHDOWK UHODWHG EHQHILWYV ™ ZHUKDV\EWH® DIWHULAD RO \WHYD OX BWISG IDMIEH QW  IRU ZKLFK D QHZ S|
IXUWKHU GHYHORSHG 7KH WDUJHWV DQG PHDVXUHV GHIRQHGDMH VWK K\ DWW & PWWILFEHRER X$OMLRQDO VDIHW\ PDQDJHPHQ
PRQLWRUHG DQG XSGDWHG 7KH ZRUN DQG IDPLO\ DXGOWJIWEX)QBDINGYXDPWIIQREHFDOEW UHTXLUHPHQWY DQG FRQWLQ
FRQWULEXWLRQ WR PDQDJLQJ RXU VRFLDO LPSDFW RSSRYVRPRUIMWH WK HD @ B\ VWILVINY DQG PHQWDO KHDOWK RI RXU HPSOR\

&RPPLWPHQW WR LQWHUQDWLRQDO KXPDQ ULJKWV VWDQGDUGYV
':LWK LWV GHFODUDWLRQ RI SULQFLSOHV RQ UHVSHFWLQJ6&XPDRHUR Fk/V WHINVXxORW FHEPIW WRJ ZLWK RZQ ZRU

XSKROGLQJ LQWHUQDWLRQDOO\ UHFRJIQLIHG KXPDQ ULJKMR LD B W de DUNRSLPMYH @WDMWLYHY DERXW LPSD
ULJKWV DQG HQYLURQPHQWDO GXH GLOLJHQFH REOLJDWLRQV :H VHH LW DV RXU UHVSRQVLELOLW\

WR HQVXUH FRPSOLDQFH ZLWK WKHVH VWDQGDUGV LQ RXUHEXQHIHVW RISYHM WRRBY B @ WWHLRAWLYH HPSORVHU DQG W
FKDLQV DQG WR WDNH PHDVXUHV WR SUHYHQW KXPDQ ULYR WK RBR®WWEYY 7 RuPhiHW 8\ dRDO WKH FRPSDQ\ XQG
JXLGHG E\ WKH SULQFLSOHV RI WKH 8QLWHG 1DWLRQV 8®TPRYWEH CQMrobY pwL RHQWE®EYH SURFHVVHV IRU HPSOR\H
5LJKWV WKH 81 *XLGLQJ 3ULQFLSOHV RQ %XVLQHVV DGBPSREHPVS LM FRAW RXY¥: GLDORJXH ZLWK HPSOR\HHV ™ EI
*XLGHOLQHV IRU OXOWLQDWLRQDO (QWHUSULVHV WKH FREGESP 58 3ULQFLSOHV RI WKH

,OQOWHUQDWLRQDO /DERXU 2UJDQL]DWLRQ ,/2 WKH WHQ SULQFLSOHV RI WKH 81 *OREDO

&RPSDFW 81*& DQG RWKHU UHOHYDQW LQWHUQDWLRQD 5 FURHPH AW VRN P ¥RPRLWP SRUWDQW IHHGEDFN WRF
PHQWYV IRUP WKH EDVLV RI RXU EXVLQHVV SUDFWLFHV DIRG PROW ¥ RHW HPSDOW HH A X\ODVWKIUHD FMWU RQ DQG DFWLYHO\ LQYRO)
WKHUPRUH VHFXQHW DFWLYHO\ SURPRWHV GLYHUVLW)\ LFERROGKMU RO \D Q B HETKOMAY RS 8 RUMNUODWERBGXFWY HPSOR\HH V)

DQG GRHV QRW WROHUDWH DQ\ IRUP RI GLVFULPLQDWLR®Q UED/MGAGFBQUOHSEDRXOW $ QR W H OHEG ZKLFK JHQHUDWHG FI

FKDUDFWHULVWLFV %\ VLJQLQJ WKH 'LYHUVLW\ &KDUWKH SBYUWKPBIS$DW QR WHRMHIE | RMKIMWKH ODVW VXUYH\ ZDV 7

FRPPLWPHQW LQ RXU FRUSRUDWH SROLF\ VWDUWHG LQ 1RYHPEHU WKH SDUWLFLSDWLRQ UDWH
FRPPXQLFDWLRQ RI WKH UHVXOWV DQG WKH UHVXOWLQJ PH

&RGH RI FRQGXFW DV D ELQGLQJ IUDPHZRUN \HD U

7R HQVXUH KLJK HWKLFDO VWDQGDUGV RXU *URXS ZLGH &RGH RI &RQGXFW IRU

(PSOR\HHV XSGDWHG LQ FRQWDLQV ELQGLQJ JXLGHOAMHYGRRQF RVKSIOLDQV¥MNUXMPDWHYHUDO SURMHFWY ZHUH LQLW

ULJKWV DQG UHVSRQVLEOH FRQGXFW ,W LQFOXGHV DPRRRQEBWWHRQVKD@L/ FFROHDLE BHDXMORQLRTKWHVH LQFOXGH LQ S
DJDLQVW KXPDQ WUDIILFNLQJ IRUFHG ODERU DQG FKLOGSO\DERYLROG \UHRKDWOW BRUD WKRQHQPBURYLQJ DGPLQLVWUDWL
WR DOO UHOHYDQW LQWHUQDWLRQDO VWDQGDUGV ,Q WKHRMXXDG SORAGE WARGIFIREG RIDDQMBIE GEYHORRS BQUHURROIQ ™ DQG
PHFKDQLVPV DQG VDQFWLRQ SURFHGXUHV DUH LQ SODF H. QFW MIKH. QB S/OKH N QWLIEW OR & \RD WK BFFHVVLELOLW\ Rl WKH 0D
&RGH )XUWKHU LQIRUPDWLRQ RQ WKH &RGH RI &RQGXFW FDQ EH IRXQG LQ &KDSWHU (656

*  %XVLQHVV &RQGXFW
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‘H DUH FRQWLQXLQJ WR DFWLYHO\ ZRUN RQ WKH UHOHYDIQMWHWRGQGVY AW XPRR W KRU VI\VMMHFBBWLFDOO\ FROOHFWLQJ IHHGE
‘H DUH GULYLQJ WKH RSWLPL]DWLRQ Rl LOWHUGLVFLSOV@DYH\FRZKQBERWD WRRGQGXWKHRBXHINK HMKHMWZR \HDUV W SURYLGI
WDUJHWHG H[SDQVLRQ RI ZRUNVKRSV H[FKDQJH IRUPDWSHUFQG VHPREOQ\WRRHHZ RV NQWHWD®RUVKLS FRPPXQLFDWLRQ FRPSI
VWUHQIJWKHQ FRKHVLRQ DPRQJ DOO HPSOR\HHV DQG SRHRPWWRESRIWDWDORIQXWLEHEMWZKHQUHVXOWY IRUP WKH EDVLV IRU
GHSDUWPHQWY 2QH H[DPSOH RI WKLV LV WKH QHZO\ LQWUIRGXMHHGG RIQEERIDRNGIRHIQMY PRWVIPRWHY DW ERWK WKH FRPSDQ)
DOO QHZ HPSOR\HHV VXSSRUW GDWD GULYHQ GHFLVLRQV IRU WKH IXUWKHU GHYHOT

7KH FRQWLQXRXV LPSURYHPHQW RI DGPLQLVWUDWLYH SAKRFRQVRVQZLIGIG CEDFR BERQWH QX HH QW XUHV WKDW HPSOR\HH L¢
LQFOXGLQJ WKH SODQQHG LQWURGXFWLRQ RI D /HDUQLQRWRQBPBUBRUDWHV@HPLYDRQ PDNLQJ 7KLV DLPV QRW RQO\
DQG WKH IXUWKHU H[SDQVLRQ RI (PSOR\HH 6HOIl 6HUYLFHGLBP® RJ®XHD BXCWWLARR WRH MEXUELDIWXWWDLQDEOH DQG DWWUD
RI WKH ODQDJHPHQW %RDUG ZLOO EH IXUWKHU VWUHQJWKHQHG WKURXJK UHJXODU PHHWLQJV

DQG 4 $ VHVVLRQV
6 SURFHVVHV WR UHPHGLDWH QHJDWLYH L
"'LUHFW LQYROYHPHQW RI WKH ZRUNIRUFH FKDQQHOV IRU RZQ ZRUNHUV WR UDLVH FRQ!

VHFXQHW IRVWHUV FRQWLQXRXV GLDORJIXH ZLWK LWV HBB@RYEIMN WR P RELTHB WHRF RS RURBWHW DO\ NORZQ RU REV
WKHLU RSLQLRQV DQG FRQFHUQV LQWR EXVLQHVV GHFL¥kBO¥HGEYIHARU A DEGH IRREOPWNLY UHSRUWV FDQ EH |
H[FKDQJHV ZLWK PDQDJHUV DQG WKH ERDUG DQG VWUXFdMXIBHHWIFHGR DN AHEKPOOYBYFH 21ILFH RU YLD WKH JOREE
VXFK DV DQQXDO SHUIRUPDQFH UHYLHZV DQG JRDO VHWWLAQJ JRBBWERIMH VI @K ¥YIHG MERMbOLW\ DOG SURWHFWLRO
HPSOR\HH SHUVSHFWLYHV DQG FRQFHUQV DUH WDNHQ LQWR DFFRXQW

‘H HQVXUH WKDW DOO HPSOR\HHV DUH LQIRUPHG DERXW W
)XUWKHUPRUH D ZRUNV FRXQFLO ZDV HVWDEOLVKHG DW RXPKBHHEVIPGLDW\ SRR HY KLY WKH RQERDUGLQJ SURFHVV
7KLV FRXQFLO H[FOXVLYHO\ UHSUHVHQWV WKH LQWHUHY¥WYNpREI6AB ARG QKO dIGSEOR\HANUPQASRUW UHFHLYHG LV WUH
VWUHQJWKHQV FR GHWHUPLQDWLRQ DV ZHOO DV VWUXFWXUHG GLDORJXH EHWZHHQ WKH

ZRUNIRUFH DQG PDQDJHPHQW ‘H FRQVLGHU WKH FKDQQHOV WKURXJK ZKLFK HPSOR\HHV FI

FRQFHUQV DQG QHHGV WR EH HIIHFWLYH DV WKH\ DUH ZHOO
,Q DGGLWLRQ WKH 6(7 2SHQ )ORRU D QHZ UHJXODUOW KO HAEWD ORYIPHD BBYEPYO ROV ZLWK PDQDJHUV DQG HPSC

HVWDEOLVKHG WR IDFLOLWDWH RSHQ DQG GLUHFW HI[FKDQ}p BHWEAHEX R S PRI HYQRRGHWKWKDW PHDVXUHV WR LPSUR

VHFEXQHW ([HFXWLYH 7HDP 6(7 OHPEHUV RI WKH HQWLEBRQ(AT Q&R XYBYDMYQH ZWEXSYG WKDW HPSORVHH LQWHUHVW
PHHW ZLWK HPSOR\HHV DW YDULRXV ORFDWLRQV ZLWKRXWrRRkH$ DIHQGD 7KH IRFXV LV RQ

DQ LQIRUPDO SHUVRQDO GLDORJXH ZKHUH TXHVWLRQV LGHDV DQG WRSLFV FDQ EH RSHQO\
UDLVHG

JRU PRUH LQIRUPDWLRQ RQ WKH ZKLVWOHEORZHU V\VWHP VHH *
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6 $FWLRQV +HDOWK PDQDJHPHQW DQG RFFXSDWLRQDO VDIHW\

3URPRWLQJ D IHHGEDFN FXOWXUH DQG VWDII GHYROREWHFWYXHY D FRPSUHKHQVLYH RFFXSDWLRQDO KHDOW
VIVWHP WKDW LQYROYHV DOO HPSOR\HHV DQG LV FRQWLQXR

VHFXQHW SODFHV JUHDW HPSKDVLV RQ D VWURQJ IHHGE RN FXOWRIGD W R/ H QR OKID VOEGHSWIKOWHIUDWHG LQWR WKH +:
IHHGEDFN RQ LQGLYLGXDO SHUIRUPDQFH $ NH\ FRPSRQHW gy Wi PRRXAURWAEARKRG! SUHYHOWLRQ DQG VIVWHPDW
UHYLHZ ZKLFK VHUYHV DV D VWDQGDUGL]HG VWUXFWXUHE7GE5RQRAKR EHWHHHQUDBRSAR RV WKLY SXUSRVH WV UHVS
DQG PDQDJHUV ,Q DGGLWLRQ WR SHUIRUPDQFH HYDOXWPWLRAHHPYSHRPEX sHIIR PYoOMARHW\ EXW DOVR DQDO\]LQJ DQ
VDWLVIDFWLRQ ZRUNORDG DQG LQGLYLGXDO GHYHORSRHQWGRYW ELYFEVYHEW kY HHPGVHWRO QG DFFLGHQW UHSRU'
WKH LGHQWLILFDWLRQ Rl WUDLQLQJ QHHGV UHVXOWLQJJM W Kk FRON: Q¥R Y il BB 8 VIR Rt SNKHh QG UHOHYDQW WUD

WUDLQLQJ SURJUDP 6LQFH WKLV SURFHVV KDV EHHQpl XAWKHEYY X o5 5 8 RAVPERS DPW IR HEXRHDOWK DQG VDIHW\ PDQDJHF
FUHDWHG SHUVRQQHO GHYHORSPHQW SRVLWLRQ WKDW V\VWHPDWLFDOO\ DQDO\]HV DQG
DGGUHVVHV GHYHORSPHQW QHHGYV 2FFXSDWLRQDO KHDOWK VHUYLFHV UHPDLQ D FHQWUDO FRPSR

SUHYHQWDWLYH FKHFN XSV DQG KHDOWK FRQVXOWDWLRQV W
7R PHHW WKH GHPDQGV RI WKH .7 VHFWRU VHFXQHW RFYYHXoRY VBUVRWHG MR PHIMRU ORFDWLRQV ,Q DGGLWLR
DFTXLVLWLRQ DQG GHYHORSPHQW 7KURXJK XQLYHUVLW\sKRRWWRBUYBIES b HIRVHH RHHIFW K YREHVIWY HPSORVHHV WKURX.
SURMHFWV DQG WKH *HUPDQ\ 6FKRODUVKLS SURJUDP VHEX@RHW VHFXHDU THEOS 1Y HE MOARHAEODFH DFFLGHQWY DQG V
HDUO\ RQ 7KH FRPSDQ\ LV DOVR DFWLYHO\ LQYROYHG LQpYRE BYRERSR PU W BRIGRAHQAILBS B BBV YRR LPSURYHPHQW
WUDLQHH SURJUDP IRU JUDGXDWHV ,Q DGGLWLRQ WUDQVSDUHQW FDUHHU DQG GHYHORSPHQW
SDWKV DUH DYDLODEOH SURYLGLQJ HPSOR\HHV ZLWK FORPYRIXLGDQFHRPQ SRWHAWWAD FEWHRY PDODIHPHOW SURJUDP
SDWKV DQG GHYHORSPHQW VWHSYV LQ SODFH ,WV JRDO LV WR PDLQWDLQ WKH DELOLW\ WR ZRU

H[LVWLQJ SHULRGV RI LQFDSDFLW\ IRU ZRUN DQG SUHYHQW |
7TKH LQ KRXVH WUDLQLQJ SURJUDP LQFOXGHV .7 FRXUN \yK§UWEPH W LBRQBINPHINY WR DYRLG SHUPDQHQW KHDC
FHUWLILFDWLRQV DQG SURJUDPV IRU SHUVRQDO DQG PHWKBERPRHYFROGY NROPYVE I UHORSRHOMHG HPSOR\PHOW 7KH %
Q DGGLWLRQ WKHUH DUH H[WHUQDO WUDLQLQJ FRXMNHWRFRPEKYPHAFOG-RRYYLRRGWR VXSSRUW VXFFHVVIXO U
FXVWRPL]HG SURIHVVLRQDO GHYHORSPHQW SURJUDPV WDLORUHG WR WKH LQGLYLGXDO QHHGV
RI HPSOR\HHV 7KH QHZ +5 GHYHORSPHQW XQLW VHUYHV RY BcFHAWRBO $RELHHR FRPMRIW OXRXVO\ H[SDQGLQJ LWV

IRU ~ WKH VWUDWHJILF GHYHORSPHQW RI WKHVH SURJUDFKGRRF oD WHRPUBMERLF VSRUWYV DQG H[HUFLVH SURJL
WUDQVSDUHQF\ LQ WKH GHYHORSPHQW SURFHVV

‘H PDQDJH GDWD DQG IHHGEDFN LQ DFFRUGDQFH ZLWK RXU SULYDF\ SROLF\ DQG
SULRULWL]H WKH ZHOO EHLQJ RI RXU HPSOR\HHV ™ LQ OLQH ZLWK HWKLFDO VWDQGDUGYV DQG
OHJDO UHTXLUHPHQWY (PSOR\HH GDWD LV WUHDWHG ZLWK VWULFW FRQILGHQWLDOLW\ WR
IDFLOLWDWH RSHQ DQG FRQVWUXFWLYH IHHGEDFN WKURXJK YDULRXV FKDQQHOV 7KLV
DSSURDFK HQVXUHV WKDW RXU HPSOR\HHV IHHO VXSSRUWHG YDOXHG DQG LQFOXGHG

8QOHVV RWKHUZLVH VWDWHG DOO PHDVXUHV PHQWLRQHG LQ WKLV VHFWLRQ DUH RQJRLQJ DQG YDOLG IRU WKH HQWLUH JURXS
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5HFRQFLOLQJ IDPLO\ DQG FDUHHU (WKLFDO FRUSRUDWH JRYHUQDQFH DQG UHSRUWLQJ

,Q LWV FRUSRUDWH FXOWXUH DQG WKH SURPRWLRQ RI ZRUHF®Q HWE DLO/D QFRP PLMAX QG W WRIOUHY SRQVLEOH FRUSRUDWH
ELQGLQJ VWDQGDUGY DQG IOH[LEOH IUDPHZRUNV %\ VLJQRRSOWRH QUM ELW\URIQNVSWHHQMW GHSRUWLQJ DQG FRQWURO
REWDLQLQJ WKH EHUXIXQGIDPLOLH FHUWLILFDWLRQ WHKW FHRPGS DA FRPPIMPH@W DQGLVKSHUYLVRU\ ERGLHV DUH ER
SKDVH RULHQWHG SHUVRQQHO SROLF\ )OH[LEOH ZRUNL@®I KFRRQG/XPWG B ROW WLPGYVPRBGOEH UHSRUWHG FRQILGHQWLI
LQFOXGLQJ HPSOR\PHQW RSSRUWXQLWLHV IRU SHRSOHFEDW®HONVVDELOLWLHY DV ZHOO DV
VXSSRUW VHUYLFHV WKURXJK WKH 30( )DPLO\ 6HUYLFH FRQWULEXWH WR HQDEOLQJ DOO
HPSOR\HHV WR SDUWLFLSDWH HTXLWDEO\ )XUWKHUPRUH FRPSOLDQFH ZLWK KXPDQ ULJKWV DQG HQYL!
REOLJDWLRQV LV HQVXUHG LQ DFFRUGDQFH ZLWK WKH *HL
)XUWKHUPRUH SURPRWLQJ ZRUN OLIH EDODQFH HQFRPSDNVOHM @BHLFW PNEVXBE VWD QQFEKO ULVN DQDO\VLV UHYLHZV S|
DV WKH RSWLRQ RI PRELOH ZRUNLQJ WKH XVH RI VKD UHGHQ M Vb RRFPGHHIWD @ QUEL UMW R WKHZRIUNFWLYHQHVYV RI WKHVH Pt
IURP (8 FRXQWULHV ,Q DGGLWLRQ D ZLGH UDQJH RI DG FIRKRUL QXRIXNWE\HRRIU M BYBEGCDE® HYDOXDWHG E\ WKH &RPSOLD
LQFOXGLQJ OLIH FRDFKLQJ DQG FKLOGFDUH VROXWLRQV IRU GHSHQGHQW UHODWLYHV ™ DV ZHOO
DV DGGLWLRQDO VXSSRUW PHDVXUHV VXFK DV SDLG VSHEHD®RO®RWHURIS RUWD @ BL XU WKWILV WIDDFXUHY WKDW VHUYH VRC
IRU IDPLO\ HYHQWV (PSOR\HHV DOVR EHQHILW IURP SHWHIM @ LWHHT ELMHP BEDVLQDGSXHEORBQL]HG KXPDQ ULJKWV VWL
WUDQVSRUW SDVVHV DQG GRJ IULHQGO\ ZRUNSODFHV ZKOMHDQAWERHAPEWWHDB VW RVIKH.IU DAL ®DIH ZRUNLQJ FRQGLWLRQ
OLYHV PHUHO\ UHIOHFW RXU FRPSOLDQFH ZLWK H[LVWLQJ UHJXODWL
VSHFLILFDOO\ LGHQWLILHG LPSDFW 2XU IRFXV LV RQ PDL

'LYHUVLW\ HTXDO RSSRUWXQLWLHY DQG LQFOXVIWRERGDUGY WKDW PHHW ERWK OHJDO UHTXLUHPHQWYV DQG F

'LYHUVLWY HTXDO RSSRUWXQLWLHV DQG LQFOXVLRQ DUIQLBFH\R{/)H:(;M{(/QLI%JFVWWIFHPQHIH—Q QW\W/HV DUH WUHDWHG 1D
IXWXUH RULHQWHG FRUSRUDWH FXOWXUH 'LIITHUHQW SH%'&%EWWIWQUVI\ﬁ\?Wﬁ% PMVMFWL{N %%%R PRQLWRUHG WKURXJ

LQQRYDWLRQ VWUHQJWKHQ FRPSHWLWLYHQHVV DQG FRQWULEXWH WR D EHWWHU XQGHUVWDQG
LQJ RI JOREDO PDUNHWV $W WKH VDPH WLPH WKH\ LQFUHDVH WKH FRPSDQ\ V DWWUDF
WLYHQHVV DV DQ HPSOR\HU DQG VXSSRUW ORQJ WHUP HPSOR\HH UHWHQWLRQ

VHEXQHW LV H[SOLFLWO\ FRPPLWWHG WR XSKROGLQJ WKH SULQFLSOHV RI HTXDO WUHDWPHQW
DQG UHMHFWYV DOO IRUPV RI GLVFULPLQDWLRQ ™ UHJDUGOHVV RI RULJLQ JHQGHU UHOLJLRQ
GLVDELOLW\ DJH RU RWKHU SHUVRQDO FKDUDFWHULVWLFV 7KLV FRPPLWPHQW LV HQVKULQHG LQ
WKH FRGH RI FRQGXFW DQG DFWLYHO\ SUDFWLFHG ZLWKLQ WKH FRPSDQ\ FXOWXUH

ORUH LQIRUPDWLRQ RQ WKH HIITHFWLYHQHVV RI WKHVH PHDVXUHV FDQ EH IRXQG LQ VHFWLRQ 6
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6 7DUJHWV .H\ DFWLRQV LQFOXGH FRQGXFWLQJ D SV\FKRORJLFDO ULVN
UHVXOWYV DYDLODEOH LQ HDUO\ FRPSUHKHQVLYH KHDOV
7TDUJHW LQ WKH DUHD RI IXUWKHU HGXFDWLRQ FRRSHUDWLRQ ZLWK WKH FRPSDQ\V RFFXSDWLRQDO KHDO

VHFXQHW V ORQJ WHUP JRDO LV WR PDLQWDLQ D FRQVLYDNFFHO@XDOWLRANK BDRE HH RUFRPEsORHAN XSV ™ DQG WKH DOUHDG
VDWLVIDFWLRQ LQ WKH DUHD RI SURIHVVLRQDO GHYHOBRAHOW IDALOLWINHEDVKEWKGURRYH VHFXQHW SODQV WR |
VWUDWHJILF H[SDQVLRQ DQG SURIHVVLRQDOL]DWLRQ RIUHRQRRHRQIRYVRH@RYLY RGP NHVV TURP RQZDUGV WR V\V
FRPSRQHQW LV WKH LPSOHPHQWDWLRQ RI D /HDUQLQJ OPRRIIWHHBWRFAXHHWLREH® O KHDOWK DQG VDIHW\ PHDVXUHYV

ZKLFK HQDEOHV WKH V\WWHPDWLF PDQDJHPHQW HYDOXDWLRQ DQG DOORFDWLRQ RI
WUDLQLQJ PHDVXUHYV 7KHVH PHDVXUHV VWUHQJWKHQ SUHYHQWLRQ SURPRWH ZHC

VXSSRUW HPSOR\HHV LQ D KHDOWK\ ORZ VWUHVV ZRUNLQJ HQ

JROORZLQJ WKH VXFFHVVIXO RQERDUGLQJ RI WKH WRRO WKH FRPSDQ\ LV QRZ LQ WKH
WHFKQLFDO DQG RUJDQL]DWLRQDO VHWXS SKDVH 7KH RQIRUQH WSHQDWKRIQD WKID FRIOG H FWLRGL W\

RI UHOHYDQW NH\ SHUIRUPDQFH LQGLFDWRUV .3,V DQGy Mt WY NP RRPPRQWWH SV WRAYBERBRWLQJ GLYHUVLW\ DQG LQ
-3,V DUH H[SHFWHG WR EH FRPSOHWHG E\ ZRPHQ SDUWLFXODUO\ LQ WHFKQLFDO UROHV DQG PDQDJHP]

VSHFLILF TXDQWLWDWLYH FRUSRUDWH WDUJHW KDV QRW \HW
7KH +5 GHSDUWPHQW LV UHVSRQVLEOH IRU LPSOHPHQWDWLRQ .H\ DFWLRQV LQFOXGH WKH

JUDGXDO H[SDQVLRQ RI WDUJHWHG WUDLQLQJ SURJUDPV PQL HOYXRLRL KDY WKHHRI HYLQINOHYDOW HPSOR\HH JURY
PHHW WKH QHHGV DQG H[SHFWDWLRQV RI HPSOR\HHV LWt Wyl PHEY X b oA Woc DQDOVJHG 7KLV LV EDVH
VXSSRUWV WKH ORQJ WHUP GHYHORSPHQW RI VNLOOV ZIWKBR\HW Vv @RUNMVEYEH BR GG XPWPQWHUQDO SHUVRQQHO V
QHRXVO\ VWUHQJWKHQV HPSOR\HH VDWLVIDFWLRQ DQG UHWHEMLVRRQ LV WR FUHDWH D YDOLG EDVLV IRU GHILQLQJ D F

7DUJHW LQ WKH DUHD RI ZRUNSODFH KHDOWK PDfXPJIQRMQOWVHS LQYROYHV IRUPXODWLQJ DQG IRUPDOO\ DGR

VHEXQHW SXUVXHV WKH ORQJ WHUP JRDO RI HQVXULQJLRKHHP¥V®R D VOHE SH RSHRBMER R RIDHRPHQ EDVHG RQ WKH ILQ
HPSOR\HHV DQG FRQWLQXRXVO\ H[SDQGLQJ RFFXSDWLRQDRRHDOW IO DG & HDHM W W [MBHPLDOLVW GHSDUWPHQWYV ZLOO
IRFXV RQ SUHYHQWLRQ %RWK SK\WLFDO DQG PHQWDO DVSHFWV DUH FHQWUDO WR LWV

ZRUNSODFH KHDOWK PDQDJHPHQW

7KH RSHUDWLRQDO REMHFWLYH LQFOXGHV VWUHQIJWKHQLQJ SUHYHQWDWLYH KHDOWK PHDVXUHV
DQG FRQWLQXRXVO\ GHYHORSLQJ KHDOWK SURPRWLQJ VWUXFWXUHY 5HVSRQVLELOLW\ OLHV ZLWK
WKH +5 GHSDUWPHQW VSHFLILFDOO\ WKH VDIHW\ DQG KHDOWK RIILFHU

6LQFH WKH FRPSDQ\ V RYHUDUFKLQJ (6* VWUDWHJ\ LV FRQVWDQWO\ HYROYLQJ QR TXDQWLWDWLYH WDUJHWV KDYH \HW EHHQ GHILQHG IRU LQGLYLGXD
$V WKH (6* VWUDWHJI\ PDWXUHV TXDQWLWDWLYH WDUJHWV ZLOO EH GHYHORSHG DQG LPSOHPHQWHG JUDGXDOO\
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6 &KDUDFWHULVWLFV Rl WKH XQGHUWDRIGIHHY HP'SBRYHQNI FROWUDFW
7KHVH HPSOR\HHV DUH FRPSOHWLQJ YRFDWLRQDO WUDLQLQJ

IXPEHU RI HPSOR\HHV DQG JHQGHU SHUFHQWDJHyKHRUHWLFDO DQG SUDFWLFDO NQRZOHGJH LQ WKHLU ILHC
LXPEHU RI HPSOR\HHV  1XPEHU RI HPSOR\HRVUHHG WUDLQLQJ SHULRG WKH\ DUH VSHFLILFDOO\ SUHSDUH

*HQGHU KHDGFRXQW KHDGFRXQW DFWLYLWLHV 7KLV DOVR LQFOXGHV LQGLYLGXDOV LQ D GXD¢
‘RPHQ WKHLU WKHRUHWLFDO NQRZOHGJH DW D YRFDWLRQDO VFKRRO
0HQ LQ WKH FRPSDQ\

'LYHUVH

(PSOR\HHV ZLWK D SHUPDQHQW FRQWUDFW
1RW VSHFLILHG

7KHVH HPSOR\HHV KDYH SHUPDQHQW FRQWUDFWV ZLWK WKH
2YHUDOO UHVXOW WKH ORQJ WHUP VWDELOLW\ DQG GHYHORSPHQW RI WKH FR
FRQWLQXRXV SURIHVVLRQDO GHYHORSPHQW

(PSOR\HH FKDUDFWHULVWLFV
(PSOR\HHV ZLWK D WHPSRUDU\ FRQWUDFW

7UDLQLQJ FRQWUDFOW.PLWHG 7HPSRUDU\ 2YHUDOO UHVXOW
7TKHVH HPSOR\HHV ZRUN IRU WKH FRPSDQ\ RQ D WHPSRUDU\ E

*HQGHU WHPSRUDU\ QHHG RU IRU SURMHFW UHODWHG WDVNV 7KHL
‘RPHQ FRPSDQ\ IOH[LELOLW\ ZKLOH WKH\ FRQWULEXWH WKHLU VNLO
0HQ GXUDWLRQ

"LYHUVH

1RW VSHFLILHG (PSOR\HH WXUQRYHU

2YHUDOO UHVXOW

'"HSDUWXUHV

OHWKRG $GGLWLRQV

7KH WRWDO QXPEHU RI HPSOR\HHV LQ WKH VHFXQHW *URYECFG*BY Q¥ ROPRIPE eXMALFBHQHPY
WKH QXPEHU Rl HPSOR\HHV DW DOO ORFDWLRQV LQFOXGXRNXDWKRYH QRW RQ SDLG OHDYH
SDUHQWDO OHDYH RU XQSDLG OHDYH H[FOXGLQJ WKH ODQDJHPHQW %RDUG DQG
IUHHODQFHUV 7KLV FDOFXODWLRQ LV EDVHG RQ WKH UHIHUHOEH GDWH RI "HFHPEHU

7KH FRQWUDFW W\SHV DUH GHILQHG DV IROORZV

7KH HPSOR\HH WXUQRYHU UDWH ZDV FDOFXODWHG XVLQJ WKF
ODQDJHPHQW %RDUG DQG WKH 6FKOY“WWHU IRUPXOD $00 GHS
WKH FDOFXODWLRQ
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6 ™ &ROOHFWLYH EDUJDLQLQJ FRYHUD®H D@QOUDPHWHUYV IRU KHDOWK SURWHFWLRQ

VRFIDGGID®&J XH 'RUN UHODWHG LQMXULHV DUH UDUH DW RXU ZRUNSODFH EH

&XUUHQWO\ WKHUH LV QR LQVWLWXWLRQDOL]JHG VRFLDIPBLIDIRIAHKDBDK\VERPEORIWHPWRYRQEBBSORIHHY  $00 HPSOR
JDLQLQJ DJUHHPHQW FRYHULQJ WKLV LVVXH 6RFLDO GLEBRPWK RREFHYD EHWFRDRRIRRIQW ¥y WHP

PHDVXUHV GHVFULEHG LQ VHFWLRQV 7KH UHOHYDQFH RI WKLV WRSLF ZLOO EH UHYLHZHG

QH[W \HDU DQG DGMXVWHG DV QHHGHG

B3HUFHQWDJH RI HPSOR\HHV ZKR DUH FRYHUHG E\ WKH KHDOWK DQG
VDIHW\ PDQDJHPHQW V\VWHP

6 'LYHUVLW\ SDUDPHWHUYV 1XPEHU RI GHDWKV UHVXOWLQJ IURP ZRUN UHODWHG LQMXULHV DQG ZRUN
UHODWHG LOOQHVVHV
*HQGHU UDWLR LQ PDQDJHPHQW 1XPEHU DQG UDWH RI UHSRUWDEOH ZRUNSODF H $FFR IGGHQQWX\E FFLGHQW V
5DWH 5DWH

1XPEHU RI QRWLILDEOH ZRUN UHODWHG LOOQHVVHV

1XPEHU RI PDQDJHUV UHSRUWLQJ WR WKH ODQDJHPHQW %RDUG
LQFOXGLQJ VXEVLGLDULHYV 1XPEHU RI GD\V ORVW GXH WR ZRUN UHODWHG LQMXUGB\W LOOQHID\WV DQG

GHDWKYV

21 ZKLFK IHPDOH

OHWKRG
ILIXUHYV DUI-'é FROOHFWHG WKURXJK HPSOR\HH UHSRUW\

OHWKRG

7KH
7KH PDQDJHPHQW OHYHO FRQVLVWV RI PDQDJIHUV ZKF YRS, HHH IV QW W B oW Kb oFxobwHG DFFRUGLQI WR Wk
0DQDJHPHQW %RDUG 7KLV GHILQLWLRQ FRUUHVSRQGYV WK BX[ FRPSDQ\ VSHFLILF LQWHU
SUHWDWLRQ Rl WRS PDQDJHPHQW DV LW UHIOHFWV RXU EXVLQHVV VWUXFWXUH DQG LQWHUQDO

UHSRUWLQJ OLQHV
6 &RPSHQVDWLRQ LQGLFDWRUYV

*HQGHU SD\ JDS

'LVWULEXWLRQ RI HPSOR\HHV E\ DJH JURXS

ROGHU WKDQ XQGHU 2YHUDOO UHVXOW
7KH JHQGHU SD\ JDS LQ WKH ,7 LQGXVWU\ LV KHDYLO\ LQIOXt}
"HQGHU ORUH PHQ VWLOO FRPSOHWH 67(0 HGXFDWLRQV DQG WKXV FRC
‘RPHQ WDOHQW SRRO ™ D IDFW UHIOHFWHG LQ OHDGHUVKLS SRVLW
0HQ VWUXFWXUH 7KURXJK WDUJHWHG GLYHUVLW\ LQLWLDWLYHYV
5VHUDOO UHVXOW GLVWULEXWLRQ LQ OHDGHUVKLS SRVLWLRQV DQG WKURXJKRX

SD\ IRU HTXDO TXDOLILFDWLRQV DQG FRPSDUDEOH ZRUN $OW
IRU HTXDO ZRUN WKH LQGXVWU\V JHQGHU LPEDODQFH LPSCLC

OHWKRG LWKRXW WKHVH LQGXVWU\ VSHFLILF IDFWRUV RXU FRPSHC(
7KH DJH GLVWULEXWLRQ RI HPSOR\HHV LV GHWHUPLQHWGH IE\H FWPIPDD U LYPHPIX WHUHD WMRRQD O
QXPEHU RI HPSOR\HHV XQGHU \HDUV RI DJH RU \RXQJHU EHWZHHQ DQG

\HDW RI DJH R DQG \HDW RI DJH DQG RGHU ) LHHDQFHW/ DQG
HIWHUQDO FRQWUDFWRUY DUH QRW LQFOXGHG
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$W VHFXQHW ZRPHQ HDUQ RQ IRYHWBHH VDODU\ RI WKHDWIPP®RH WRWDO UHPXQHUDWLRQ

FROOHDJXHV ZKLFK FRUUHVSRQGV WR D JHAK&M UP B DQ VD8 KDIW Y HUDIH DOOXDO VDODEYHUDIH DOOXDO VDODUL
DFURVVY DOO HPSOR\HHV ZRPHQ HDUQ DQ DYHUDJH RI OHVV WKDQ BHWQHOHG WR KRXUVOHYHOHG WR KRXUV
&RPSDUHG WR WKH JHQGHU STHFIDHDKBE BAKXV SHUFHQWDJH

SRLQWYV OHGLDQ o ° ° °

+RZHYHU D GHWDLOHG DQDO\VLV Rl JURVV VDODULHV VKRZESWKHIEWRLYSBLIEP e UJHO\ .

LQIOXHQFHG E\ WKH IROORZLQJ IDFWRUYV

LWK WHPSRUDU\ ZRUNHUV WUMKRXHW WUDLQHHYV VWXGHQWV

§ 2FFXSDWLRQDO JURXSV VWXGHQWY HWFa
§ &RPSDQ\ DIILOLDWLRQ OHWKRG
§ 5SHOHYDQW SURIHVVLRQDO H[SHULHQFH 7KH DQQXDO VDODU\ LV VWDQGDUGL]HG EDVHG RQ D KR

LQFOXGHV KRXUO\ HPSOR\HHV VXFK DV VWXGHQW WUDLQHHV
O0DOH HPSOR\HHV RQ DYHUDJH KDYH EHHQ ZLWK WKH FRABDHRIWALRQJIRY \DRGGWE WUWUBLH)HHY WKH DQQXDO VDODU\ FRC(
RIWHQ SRVVHVV PRUH SURIHVVLRQDO H[SHULHQFH )XUWK&NBRUIQGPMHQ YDUHDEOWUHRWRY FRPSRQHQW ,Q DGGLWLF
VLIJQLILFDQWO\ RYHUUHSUHVHQWHG LQ WHFKQLFDO SURIHVYERRVGYORK DPR Q7 DX YIPEORRRSVPUHGFOXGLQJ WKH ODQDJH]
WR ZRPHQ +RZHYHU DQ LQFUHDVH LQ IHPDOH VWXGHQWV LV DOUHDG\ REVHUYDEOH DW
XQLYHUVLWLHV ZKLFK LV H[SHFWHG WR OHDG WR PRUH IHPDOH DSSOLFDQWV LQ WKH FRPLQJ
\HDUV 7KLV WUHQG FRXOG FRQWULEXWH WR UHGXFLQJ WKH JHQADIF SG HQW.Y WKR B0 WHEPWY DQG VHYHUH
E\ HQFRXUDJLQJ PRUH ZRPHQ WR HQWHU WHFKQLFDO §YyR\WMPBLEEMNYP QG DVSLUH WR

OHDGHUVKLS SRVLWLRQV
'LVFULPLQDWLRQ FDVHV

OHWKRG D 7TRWDO QXPEHU Rl GLVFULPLQDWLRQ FDVHV

7KH FDOFXODWLRQ Rl WKH JHQGHU SD\ JDS DW VHFXQHW Ev;ﬁ@%%%@'ﬁ@%%@ﬂg%!HU%“W*DCQY}REY\@H ZKLVWOHEORZHRIUEVAY WH P
VDODU\ ZKLFK LV GHWHUPLQHG DV WKH PHDQ RI WKH D

ZHHNO\ ZRUNLQJ WLPH RI KRXUV DOVR LQFOXGLQJ ZRPQOSF QWX 8WerReYy wyn

FDOFXODWLRQ

‘H LQYHVWLJDWH DOO UHSRUWHG FDVHV RI GLVFULPLQDWLRC
FRPSDQ\ WKURXJK RIILFLDO FKDQQHOV 'XH WR WKH VHQVLWLY
GR QRW GLVFORVH GHWDLOV RI LQGLYLGXDO LQFLGHQWYV (Y
XWPRVW FRQILGHQWLDOLW\ 2XU JULHYDQFH PHFKDQLVPV HQ
UHSRUW LQFLGHQWVY VDIHO\ DQG FRQILGHQWLDOO\ ,Q

FRPSHQVDWLRQ SD\PHQWV UHODWHG WR GLVFULPLQDWLRQ ZH

'XULQJ WKH UHSRUWLQJ \HDU ZH EHFDPH DZDUH RI QR VHULRX
1R ILQHV VDQFWLRQV RU FRPSHQVDWLRQ SD\PHQWV ZHUH UH|
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(656 6 'RUNHUV LQ WKH YDOXH FKDLQ

'LVFORVXUH UHTXLUHPHQWY LQ FRQQHFWLRQ ZLWK (656
6%0 ™ ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHY DQG
WKHLU LQWHUDFWLRQ ZLWK VWUDWHJ\ DQG EXVLQHVV PRGHO

,52V
SRVLWERQ L WKHLYDOXH

6XE VXE PDWWHUYV N FKJ?LQ o 2 7LPH KRUID_]RQ
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JRUFHG ODERU S5HSXWDWLRQDO GDPDJH
BRWHQWLDO FKLOG RU IRUFHG ODERU DW VHFXQHW V VXSSOLHUV SRVHV DLVNVN RI UHSXWDWLRQDO GDPDJH HVSHFLDOO\ LI LW
EHFRPHV SXEOLF DQG FDQ KDYH D QHJDWLYH LPSDFW RQ VDOHV DQG RUGHU LQWDNH

7KH OLVW RI ,52V HQFRPSDVVHV VXVWDLQDELOLW\ LVVXHWWSKDWA M KLYD &HTPLWHO\ KDYBHPHDANDEOH VWDUWLQJ SRLQ
FDQ SRVH ULVNV WR RXU FRPSDQ\ +RZHYHU LQ DGGLWLRDRWWR MDKH VUi VAR WO GWRMHQ WHDDWMLIYRODWLRQV Rl VRFLDO VW
FRQVHTXHQFHV VXVWDLQDELOLW\ DVSHFWV FDQ DOVR UHDJYDH GSRMLWRYNLE@ I KRMXYUV™RERWKDWLRQDO VDIHW\ DQG IDL
VRFLDOO\ DQG WKURXJK WKH HFRQRPLF RSSRUWXQLWLHVHWXDWVDBUYWLIHR® O VROWNIL@DEOELWK D IRFXV RQ SXEOLI
FRUSRUDWH VWUDWHJ\ KHDYLO\ RQ WUXVW LQWHJULW\ DQG OHJDOO\ FRPSOLDQW F
3XEOLFO\ GLVFORVHG DEXVHV FRXOG OHDG WR UHSXWDWLR
$V SDUW RI LWV PDWHULDOLW\ DQDO\VLV VHFXQHW LOM@QWIHIUHL® JQKRURBMNHH ODYRY VWIYH LEDQW ORVVHV LQ UHYH
QHJDWLYH LPSDFWV RQ VSHFLILF JURXSV RI ZRUNHUV LQMWIHVYDBGHLPISDEW NRHF WEHW V DWWUDFWLYHQHVV DV DQ HP
ILQDQFLDO \HDU 7KH ULVN DQDO\VLV SXUVXDQW WR 6HFWLRQ RI WKH /N6* *HUPDQ 6XSSO\
&KDLQ 'XH 'LOLJHQFH $FW UHYHDOHG QR HYLGHQFH RI F&LQBHRWH FXQFHG GORHER @ PW RS HIBIFWH LWV RZQ SK\VWLFDO SURC
VXSSOLHUV /LNHZLVH QR SDUWLFXODUO\ YXOQHUDEOH HPIPOLR\E H]HG ROCEVG ZEUH DGBOQWRIMEBUH FRPSRQHQWYV IURP HJ
QR FRPSODLQWYV IURP LQGLUHFW VXSSOLHUV ZHUH UHFHLY HGNEXB IMXU VG HGHIS SIRGWREY BQUWKG LU ODERU DQG VRFLDO
PLQLPXP VWDQGDUGVY QRW EHLQJ PHW LQ SDUWV RI WKH X
HVSHFLDOO\ XQGHU KLJK WLPH DQG FRVW SUHVVXUHV
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7R FRXQWHUDFW WKLV ULVN VHFXQHW KDV HVWDEOLYVKHGHBXXBN D\GKHI® FB\R R \U W WRIQH.PH@ WORNVHU QDWLRQDO VWDQGLEL
UHVSHFWLQJ KXPDQ ULJKWV DQG D ELQGLQJ VXSSOLHU FRGH RI FRQGXFW %RWK SROLFLHYV
GHILQH FOHDU H[SHFWDWLRQV UHJDUGLQJ PLQLPXP VRRLBD *¥XIWBHLQREDILE DLE®@HR R WWKNLQHVY DQG +XPDQ 5LJKWV 8

EDVLV IRU UHVSRQVLEOH FRRSHUDWLRQ ZLWK VXSSOLHUV RRE EXNIOHVY SBYWRATEY r| +xpDO 5LIKWY RI WKH 8OLWHG
6 SROLFLHY UHODWHG WR YDOXH FKDLQ@ ZRUN4$URLQHV IRU OXOWLQDWLRQDO (QWHUSULVHYV

$V D KLJKO\ VSHFLDOL]HG ,7 VHFXULW\ FRPSDQ\ ZLWK %L?Iﬁéjlli'P/LDdzlﬁ(S(wOe\W\wgEIP&&HRRJI\WKH QWHUQDWLRQDO /DERXU -

EDVHG VXSSOLHU UHODWLRQVKLSY RXU YDOXH FKDLQ RBROQMLBWIMQFUSPBVLR®N WVKHVXSSORHDY KRPSDFW 81*&
VHUYLFHV VRIWZDUH OLFHQVHV DQG KDUGZDUH FRPSR%H VI\:/\N/ PRVW _ RI ZKVI§P DUH VLVWHOW 2UJDOLE 3ROOXMW
ORFDWHG ZLWKLQ WKH (XURJRQH 7KHUHIRUH ZH KDYH % W\ OL%E\?I%C?R.%YHQH&BIQ 58 M Q Q

XSVWUHDP DQG GRZQVWUHDP VXSSO\ FKDLQ +RZHYHU ZF%KZHRUSNRE)?E\VW/?N\DZV\%HWPKHR%U ﬁ\F\/)\\//VVIgEOLVKHV ELOGLOJ HWKLEDO
VWUDWHJILFDOO\ LPSRUWDQW GLUHFW VXSSOLHUV 7LHU Q Q Q

VWDQGDUGV IRU VHFXQHW DQG LWV YDOXH FKDLQ GHVFULE®
: DQG LV EDVHG RQ WKH DIRUHPHQWLRQHG LQWHUQDWLRQDO |
HFODUDWLRQ RI SULQFLSOH UHVSRQVLELOLWLHY DW WKH PDQDJHPHQW OHYHO PHFKDQLV
7KLV SROLF\ VWDWHPHQW DSSOLHV WR WKH HQWLUHFRHEE®RQHYFHUWFRGLWRUEOSGCb@QLE PAOVXUHY IRU VWDNHKROGHL
VXEVLGLDULHV W FRYHUV WKH FRPSDQ\ V RZQ EXVLQHVVZ RSHVOMERRNVHRVVIW® Q@PDW WK & WKQUWLWHDQVSDUHQF\ DQG FRQ
VXSSO\ FKDLQ ZLWK WKH DLP RI LGHQWLI\LQJ DQG PLQLPL]LQJ KXPDQ ULJKWV DQG

HQYLURQPHQWDO ULVNV DQG SUHYHQWLQJ YLRODWLRQV RIUKXQRDW KH- IKVER DWW GoH QUALDUR QPHRMYPIY UHFRUGHG QR FDVH'
REOLJDWLRQV WKH DIRUHPHQWLRQHG SULQFLSOHVY DQG VWDQGDUGYV

7KH SROLF\ VWDWHPHQW LV SXEOLFO\ DYDLODEOH DQG gfD¥YHDRV R FEGHR FAR PIRNRWAPYHGL  HUV DQG EXVLQHVYV SDI

LOQWHUQDOO\ WR HPSOR\HHV ,W ZDV ODVW XSGDWHG LQ $sSULO
VHFXQHW H[SOLFLWO\ RSSRVHV KXPDQ WUDIILFNLQJ IRUFHG

7KH ODQDJHPHQW %RDUG EHDUV RYHUDOO UHVSRQVLELBE\%I\_ EI\éYJI;QH¥¥O$_B HFHV\Q'L%'/\?I%/ d)VGZH\(/)f I'_DVch-;QL LV\\:VVKHXZ\IQV(\E/:HRDI
LPSOHPHQWDWLRQ RI KXPDQ ULJKWYV DQG HQYLURQPHQ\ﬁé% 8XIH ét‘gt‘)&:ﬁélﬁ h%%é_YDQ\)‘H{_ §\9 GUO/?(VL HQVV 3DUWOHUYV
DQG HQVXUHV WKDW WKHVH DUH LQWHJUDWHG LQWR V\/ng RPS ?9 VWUI§\H/H6J>§ S8é HLVRIQ ° Q UWQHU

PDQDIJHPHQW 7KH +XPDQ 5LJKWV 2IILFHU LV UHVSRQVL%\%%WIW!QPUH(B SOHPHQWLQJ WKH

SROLF\ VWDWHPHQW DQG WKH KXPDQ ULJKWV VWUDWHJ\
7KH &RGH RI &RQGXFW IRU 6XSSOLHUV DQG %XVLQHVV 3DUWQ

WKH / &06 DQG LV ELQGLQJ IRU DOO VXSSOLHUV DQG EXVLQH!
E\ WKH ODQDJHPHQW %RDUG LQ DQG LV LQWHQGHG WR SU
GHYHORSPHQW RI RXU VXSSO\ FKDLQ 7KH &RGH RI &RQGXFW I
3DUWQHUV FRQWDLQV FOHDU JXLGHOLQHV WKDW HQDEOH XV
LQWHJULW\ DQG HWKLFDOO\ LQ DFFRUGDQFH ZLWK OHJDO UH:

8QOHVV RWKHUZLVH VWDWHG DOO PHDVXUHV PHQWLRQHG LQ WKLV VHFWLRQ DUH RQJRLQJ
JRU PRUH LQIRUPDWLRQ RQ WKH FRGH RI FRQGXFW VHH (656 *
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7KH FRQWHQWV RI WKH FRGH DUH EDVHG RQ WKH WHQgSULQFYFOEM RV MYH\ER *"OHEPHGLDWH QHJDWLYH LF
&RPSDFW WKH ,/2 SULQFLSOHV DQG WKH /N6*
FKDQQHOV IRU YDOXH FKDLQ ZRUNHUV WR UL

7KH FRGH RI FRQGXFW IRU VXSSOLHUV DQG EXVLQHVV S%{%\I&%&Q\’/ %[W \éll\-}_Lg_’%’S §|_F\ WKH

&RUSRUDWH &RPSOLDQFH GHSDUWPHQW EDVHG RQ WKH IF| V Rl >l§l 7KH

LQWHUHVWY RI HPSOR\HHV LQ WKH YDOXH FKDLQ ZHUH WDRHIGGQWRRIFPARK QWY ZKLVWOHEORZHU V\VWHP VHFXQHW K
SURFHGXUH WKDW RIIHUV ERWK LQWHUQDO DQG H[WHUQD

7R HQVXUH FRPSOLDQFH ZLWK WKH UHJXODWLRQV DXGH®S OR\GIHW IRYPWWHRQYDOKHKWKDDQH WKH RSSRUWXQLW\ WR

HQVKULQHG LQ VHFXQHW V *HQHUDO 7HUPV DQG &RQGIMVIYRQWRQPH WIDAGFRBRRBHAKRVLERPSODLQWY FDQ EH VXEPLWWH

7THUPV DQG &RQGLWLRQV 7KH FRGH LV DYDLODEOH LQ *HUPDQ DQG (QJOLVK RQ WKH

LQWUDQHW DQG FRUSRUDWH ZHEVLWH 8§ (OHFWURQLF ZKLVWOHEORZHU V\VWHP

6 SURFHGXUHV IRU HQJDJLQJ ZLWK YDOXS—| FKDLQ ZRUNHUYV
DERXW LPSDFWYV
§ /HWWHU

7KH GRXEOH PDWHULDOLW\ DVVHVVPHQW LGHQWLILHG Q% PDWHULDO LPSDFWYV R& ZRUNHUV LQQ

WKH YDOXH FKDLQ 7KHUHIRUH LPSOHPHQWLQJ D VSHFL LéHéJLYIgIg-PGQ(BﬁHIW QZJR \)N HWPD ULJKWV RITLFHU FRPS
ZRUNHUV LQ WKH YDOXH FKDLQ LV QRW FXUUHQWO\ QHFHVVDU KHUPRUH
DQDO\VLVY FRQGXFWHG LQ DFFRUGDQFH ZLWK WKH /N6* JﬁvHD%DI-FGO LRQ V\?I—HJURLF )ﬁ(
ULJKWV RU HQYLURQPHQWDO ULVNV LQ WKH VXSSO\ FK I_K IE WlﬁvLﬁ§U\%l

R
DQDO\VLY SHULRGLFDOO\ DQG UHDVVHVV WKH QHHG IT?EJL q:LKQFl%/ QQI%FW&QUVI-,—' M%g

FLUFXPVWDQFHV FKDQJH

N

DFFHVVLEOH WR LQWHUQDO
HDWI—{”%HEVLWH DQG LV LQW
RGHV RI FRQGXFW

6KRXOG VHFXQHW EHFRPH DZDUH RI D ODFN RI DFFHVV WR WK|
VXSSOLHUV DSSURSULDWH SURFHGXUHV RU DGGLWLRQDO UH
GXFHG WR HQDEOH WKH DIITHFWHG HPSOR\HHV WR DFFHVV WKH

7KH FRPSODLQWY SURFHGXUH LV EDVHG RQ WKH SURYLVLRQV
IDLU WUDQVSDUHQW DQG HIIHFWLYH SURFHVV ,QWHUQDO S
SURFHGXUDO *XLGHOLQHV IRU :KLVWOHEORZHU DQG &RPSO
KDYH EHHQ SXEOLVKHG ERWK LQWHUQDOO\ RQ WKH LQWUD
FRUSRUDWH ZHEVLWH

7KH SURFHGXUDO JXLGHOLQHV HQVXUH WKDW DOO UHSRUWYV
REMHFWLYHO\ DQG LQ DFFRUGDQFH ZLWK SURFHGXUDO SULQF
*HUPDQ 6XSSO\ &KDLQ 'XH 'LOLJHQFH $FW /N6* DQG WKH KLV
$FW +LQ6FK* |IL[HG GHDGOLQHV IRU SURFHVVLQJ KDYH EHHQ
DQG VWUXFWXUHG LQYHVWLIJDWLRQ
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,Q DGGLWLRQ LQWHUQDO DQG H[WHUQDO VWDNHKROGKS\E O\DEKDWRHE R SKOUVDXLEMW\ODMERDIHPHQW 6\VWHP [/ &

FRPPXQLFDWH YLD WKH LQWUDQHW DQG WKH FRUSRUDWHV%—*—':EX\G'IW LV D VLIJIQDWRU\ WR WKH 81 *OREDO &RPSDFW DQG |
SROLF\ VWDWHPHSW WR UHVSHFWLQJ DQG SURPRWLQJ KXPDQC
WKH SURFHVVLQJ SURFHGXUH DQG WKH UHVSRQVLEOH FIBI%\(/\PLFBVOSHIAJRVIJ%QQQHQW RI WKH FRPSDQ\ ZLGH VXSSO\ F

WKH SURWHFWLRQ PHFKDQLVPV IRU ZKLVWOHEORZHUV PDQDJHPHQW V\VWHP / &06 ZKLFK HQVXUHV WKDW KXF
LURQPHQWDO GXH GLOLJHQFH REOLJDWLRQV DUH PHW W

HOY
WKH IXQFWLRQDOLW\ RI WKH HOHFWURQLF ZKLVWOHEOI%._ZSH{&\V7 HPLPQ(S:’HPHQWDWLRQ RI WKH / &06 LV D G\QDPLF RQ.

WR SURYLGH LQIRUPDWLRQ RQ WKH UHSRUWLQJ FULWHULD DQG WKH DYDLODEOH UHSRUWLQJ
FKDQQHOV $ NH\ FRPSRQHQW RI WKH / &06 LV WKH DQQXDO DQG DG KRF |

DLP LV WR LGHQWLI\ SRWHQWLDO ULVNV HDUO\ RQ HVSHFLDO
1R FRPSODLQWVY ZHUH ILOHG E\ HPSOR\HHV LQ WKH YDOXH FKDLQ UHJDUGLQJ WKH
JULHYDQFH SURFHGXUH GXULQJ WKH UHSRUWLQJ \HDU&RQKMH OXRXNVWREWEYHDFWRULWKHDQDO\WVHY WDNLQJ LQWR DFF
SURFHGXUH LV WKHUHIRUH FXUUHQWO\ DVVHVVHG VROHYS5 HKL WK HDEMRWY R I RWRHWMK I FEEDARWNIRU WKH FRQFUHWH DVV
FRQGLWLRQV GHVFULEHG ULVNV LQ WKH VXSSO\ FKDLQ (6* ULVN PDQDJHPHQW VRIWZDU
UHYLHZ Rl GLUHFW VXSSOLHUV IRU FRPSOLDQFH ZLWK KXPDQ
,| D FRPSODLQW LV UHFHLYHG YLD WKH ZKLVWOHEORZHU VWWWMPDZGEVKDMHEHRQO/ WOQBNQDWKMVPHQW LV EDVHG RQ WK
FRPSODLQDQW D VHULHV RI WDUJHWHG IHHGEDFN TXHV®RWEHQWLDRYFH SKQRWWRQV WKH/ LPSDFW RQ LGHQWLILHG ULV
DOORZV XV WR HQVXUH WKDW WKH ZKLVWOHEORZHU V\VWR® VWHE XWKIR R D/ORS VIKGI URIVNHSRUWH G
LQIRUPDWLRQ FRPSODLQWY PHHW WKH QHHGV RI WKH FRPSODLQDQWY DQG LI QHFHVVDU\
WR LGHQWLI\ DUHDV IRU LPSURYHPHQW 6LQFH WKLV PHODRRB®D IZDQ VRY B URMHIEGE X¥HAWG DLQG UHPHGLHV

ILQDQFLDO \HDU DQG WKHUH KDYH EHHQ QR UHSRUWV; QUREpRAR WH Y oS MUK EP 99D UGLQJI ULVNV LQ WKH VXSS
FKDLQ VLQFH WKHQ ZH GR QRW \HW KDYH DQ\ GDWD RQ LWM {WHBR¥ERZHUVY\VWHP KDV EHHQ VXSSOHPHQWHG ZLWK D

DFFRUGDQFH ZLWK 6HFWLRQ Rl WKH *HUPDQ 6XSSO\ &KDL
6 $FWLRQV IN6* 7KLV DOORZV HPSOR\HHV LQ WKH YDOXH FKDLQ WR U

HOQYLURQPHOQWDO YLRODWLR%V HLWKHU E\ SURYLGLQJ WKHLU
$V SDUW RI WKH PDWHULDOLW\ DVVHVVPHQW VHFXQHW GLG QR LGHQWLI\ DQ\ VLIQLILFDQW

SRWHQWLDO RU DFWXDO SRVLWLYH RU QHIJDWLYH LPSDF\éIR/R&%@PﬁQﬁ\H\I-%% HRW'B(XBBMVFKL%IQQWLI\ ULVNV DW D VX

LOLWLDOO\ EH GHYHORSHG L FRRSHUDWLRQ ZLWK WKH DIIF
7KH ULVN DQDO\WLV FRQGXFWHG LQ DFFRUGDQFH ZLWK W%lljlv*ljﬁlf—lg QEQX\%§SO§08H I-)i( IXUWKHU PHDVXUHV VXEK D
\%

E\
'LOLJHQFH $FW /N6* VKRZV WKDW GXH WR WKH JHRJUDSKLFDO VWUXFWXUH RI WK XSSO\
FKDLQ ™ ZLWK GLUHFW VXSSOLHUV LQ (XURSH ™ WKHUH BRH FXUNHOWOLRE Y ERWLWLING KXPRY LpsonpHQWHG Lo
ULJKWV RU ODERU ODZ /N6* ULVNV G6KRXOG UHOHYDQW LQGLARMLEGY &I WNALUULYMEREVABHVY 2000 WKHUHIRUH RQ
L

F

Y
DSSDUHQW LQ WKH IXWXUH VHFXQHW ZLOO DQDOVH \WKHE RHE 7 WO oSS WP W LN EDVHG DQDOWVLY
PHDVXUHYV

8§
8§
8§
8§

JXUWKHU GHWDLOV RQ WKH FRPSODLQWY SURFHGXUH DQG LWV HIIHFWLYHQHVYV DVVHVVPHQW DUH GHVFULEHG LQ VHFWLRQ 6
JXUWKHU GHWDLOV UHJDUGLQJ WKH FRUUHFWLYH PHDVXUHYV DUH GHVFULEHG LQ VHFWLRQ 6
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6 7DUJHWYV 7KH UHVSRQVH UDWH LV FDOFXODWHG DV WKH UDWLR RI VXSS
WKH WRWDO QXPEHU RI VXSSOLHUVY GHHPHG WR EH DW ULVN

,Q RXU (6* VWUDWHJI\ ZH KDYH IRUPXODWHG D WDUJHW GHYHORSHG E\ WKH &RPSOLDQFH

GHSDUWPHQW LQ FROODERUDWLRQ ZLWK WKH 6XVWDLQDELOXMSWARHRPEBHQW D BE DAKHHIXEEHQW RI RXU KLJK ULVN VX

&KDLQ ODQDJHPHQW DQG B3URFXUHPHQW GHSDUWPHQWYV STUKIRW W\DLU DMWW RIQY RIQMWGHIXPBMIGLWE ULVNVY DQG WKH HDUO\ GH

FRQWULEXWH WR WKH PDQDJHPHQW RI PDWHULDO ULVNYV DQKHWHPBIEHWWDRVQDEHBMBUHSRWYREFRXQWHUDFW WKH ULVN RI

WKH 'LUHFWRU RI 6XVWDLQDELOLW\ DQG WKH 0DQDJHPHQWWORLWL GV

6XVWDLQDELOLW\ DVVHVVPHQW RI DOO KLJK ULVNLPHXRO IRRORLQJ

"HVFULSWARQ Rl KLJK ULVN GLUHFW VXSSOLHUV VKRXOG KDYH FRPSOHWHG
DQ (6* DVVHVVPHQW ORQLWRULQJ RI WKH3URDUHWW UHJDUGLQJ WKH GHILQHG .3,

DQQXDOO\ E\ WKH &RUSRUDWH &RPSOLDQFH GHSDUWPHQW

6XVWDLQDELOLW\ LV DVVHVVHG YLD DQ (6* DVVHVVPHQW PHARMSBH WK OQRPIHBHRY SRRRYS LQ WKH DQQRXDO UHSRU!
ULVN DUH LQYLWHG WR SDUWLFLSDWH LQ WKH (6% DVVHVVPHQW

%DVH \HDU
6XSSOLHUV ZLWK PHGLXP RU KLJK DEVWUDFW FRXQWU\ DQG RU v U\ ULVN DUH
FRQVLGHUHG KLJK ULVN 7KLV FODVVLILFDWLRQ WDNHV'®d %#FV%%ég‘ﬁﬁ HARWLRH Rl WKH ZRUT

DOG ™I RUMKSSTHYZ KR DUH R [EDD [P SRUDONMDODOOOM G s WKH YDOXH F DLQ RU WKHLU OHJDO UHSUHVHQWDWLYHV RU
WKUHVKROG IRU SXUFKDVLQJ YROXPH &ODVV & vXxssoLMSVWBHOAFREBW RN YHWYEQY Wik \WDUJHW

H[KLELW D KLJK OHYHO RI ULVN 2QO\ VXSSOLHUV ZLWK DQ DFWLYH EXVLQHVV UHODWLRQVKLS DUH

FRQVLGHUHG

$ VXSSOLHU LV FRQVLGHUHG DVVHVVHG RQFH WKH TXHVWLRQQDLUH KDV EHHQ 1XOO\
FRPSOHWHG UHJDUGOHVV RI WKH VSHFLILF DQVZHUV FKRVHQ $OWHUQDWLYHO\ VXEPLWWHG
HTXLYDOHQW HYLGHQFH VXFK DV DQ (FR9DGLV UDWLQJ RU UHOHYDQW FHUWLILFDWLRQV ZLOO
DOVR EH DFFHSWHG
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*RYHUQDQFH

656 * oux ¥ RQGXFW
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(656 * WXVLOQHVV FRQGXFW

'LVFORVXUH UHTXLUHPHQWY LQ FRQQHFWLRQ ZLWK (656
6%0 ™ ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHY DQG
WKHLU LQWHUDFWLRQ ZLWK VWUDWHJ\ DQG EXVLQHVV PRGHO

,52V

SRVLWIRQ LQ WKHyYDOXH

6XE VXE PDWWHUYV FKDLQ D 7LPH KRUL]RQ
— I

D

8SVWUHDH
270Q
DFWLYLW
'RZQVWUH
BKRUW W
OHGLXP W
/RQJ WHU

&RUSRUDWH FXOWX3URPRWLQJ FRUSRUDWH FXOWXUH
$ SRVLWLYH FRUSRUDWH FXOWXUH UDLVHVY HPSOR\HH DZDUHQHVV Rl HWKRAWROCEBRVYWRYH QG VWUHQIWKHQV WUXVW
EHWZHHQ HPSOR\HHV DQG EXVLQHVV SDUWQHUV 7KLV FUHDWHYV D VXVWDIPSPOFEPOH DQG LQWHJULW\ RULHQWHG ZRUN ’
HQYLURQPHQW WKDW SURPRWHV VRFLDO UHVSRQVLELOLW\ ERWK ZLWKLQ DQG RXWVLGH WKH FRPSDQ\

SBURWHFWLRQ RI BURWHFWLRQ RI ZKLVWOHEORZHUYV

ZKLVWOHEORZHUV VHFXQHW V JURXS ZLGH ZKLVWOHEORZHU V\VWHP IRVWHUHG E\ DQ LQW\]?EH{: %waw@g FRUSRUDWH FXOWXUH
VWUHQJIJWKHQV WKH ZLOOLQJQHVV RI HPSOR\HHVY DQG WKLUG SDUWLHYV SE&; L L O\ UHSRUW; XQHWKLFDO EHKDYLRU 7KLV
HQVXUHV UHOLDEOH SURWHFWLRQ IRU ZKLVWOHEORZHUV HDUO\ ULVN LIG L1LFDWLRQ DQG VXSSRUW IRU FRPSOLDQFH ZLWK
OHJDO DQG LQWHUQDO UHJXODWLRQV

&RUUXSWLRQ DQG BUVENHIWARP FRUUXSWLRQ
$V DQ ,7 VHFXULW\ VHUYLFH SURYLGHU ZLWK D IRFXV RQ WKH SXEOLF Vlé‘; RU VHFXQHW LV SDUWLFXODUO\ GHSHQGHQW RQ
WUXVW LQWHJULW\ DQG UHJXODWRU\ FRPSOLDQFH &RUUXSWLRQ LQFL V FRXOG OHDG WR H[FOXVLRQ IURP WHQGHULQJ
SURFHVVHV VHYHUH VDQFWLRQV DQG VHULRXV UHSXWDWLRQDO GDPDJH ZLWK GLUHFW ILQDQFLDO FRQVHTXHQFHYV

SROLWLFDO LQIOXHIRQ® PRPASOLDQFH ZLWK UHJXODWLRQV

OREE\LQJ DFWLYLW$Q@WL FRPSHWLWLYH SUDFWLFHV VXFK DV DJJUHVVLYH OREE\LQJ LOOHJDO DJUHHPHQWY RU WKH H[SORLWDWLRQ RI
GRPLQDQW PDUNHW SRVLWLRQV FDQ LQFUHDVH SURFXUHPHQW FRVWYV VWWVNOH LQQRYDWLRQ DQG UHGXFH WKH T,XDOLW\ RI
VDIHW\ FULWLFDO SURGXFWV 7KLV ZRXOG QRW RQO\ OHDG WR ILQDQFLDO ORVVHV EXW DOVR UHSXWDWLRQDO GDPDJH DQG
FRXOG VLJQLILFDQWO\ XQGHUPLQH FXVWRPHU WUXVW SDUWLFXODUO\ LQ WKH SXEOLF VHFWRU

7KH OLVW RI ,52V KLJKOLJKWV VXVWDLQDELOLW\ LVVXHV WKDW LI LQDGHTXDWHO\ PDQDJHG
FRXOG SRVH ULVNV IRU VHFXQHW +RZHYHU WKH LPSDFWV FDQ DOVR EH SRVLWLYH

6LQFH WKH FRPSDQ\ V RYHUDUFKLQJ (6* VWUDWHJ\ LV VWLOO XQGHU GHYHORSPHQW QR TXDQWLWDWLYH WDUJHWYV KDYH \HW EHHQ GHILQHG IRU LQGL"
$V WKH (6* VWUDWHJI\ PDWXUHV TXDQWLWDWLYH WDUJHWV ZLOO EH GHYHORSHG DQG LPSOHPHQWHG JUDGXDOO\
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* ™ @RUSRUDWH EXOWXUH S3ROLFLHY &RUSRUDWH FXOWXUH

ODWHULDO LPSDFWV DQG WKHLU LQWHUDFWLRQ ZRGHK RV KRQGWIM VR INPFQR\HHYV
EXVLQHVV PRGHO $ NH\ HOHPHQW RI WKH FRPSOLDQFH PDQDJHPHQW V\VWHP LV

$V SDUW Rl WKH PDWHULDOLW\ DVVHVVPHQW D JHOXLQHRISRRQBXFN LIRIDERS2BVHHYHEWLFKHEY ELQGLQJ IRU DOO HP

IRU WKH PDWWHU RI &RUSRUDWH FXOWXUH ZLWKLQ WKHKNSEDDHGO\LWR Rz DOAIWMNG BYHPKH VHFXQHW ODQDJHPHQW ¢

$Q LQWHJULW\ RULHQWHG FRUSRUDWH FXOWXUH UDLVHW IHPEW R \HH DFDOUH FHVERRIGKWK LRPRY WR SURPRWH DQG HQ

EHKDYLRU VWUHQJWKHQV WUXVW EHWZHHQ HPSOR\HHWMDER RMEQGH VAR EEXMO HRy GBP6@'\ ZRUN WV FRQWHQW L\

FUHDWHV D VXVWDLQDEOH ZRUN HQYLURQPHQW WKDW SURPRVRVINRFVWE® QHRYRY v IVEXIFKL WY KK /2 QRUPV $ERYH D

ZLWKLQ DQG RXWVLGH RI VHFXQHW 7KLV LV EDVHG RQ WRWLWRF&DRQ G HdHFIEHF¥RBREHBWH FXOWXUH WKDW UDLVHV

DQG SXEOLVKHG LQ ZKLFK KDYH VLQFH SURYLGHG JXLEHED@PH RRU &R DV IREQ{ D WEWEWKH &RGH LV RI SDUDPRXQW LI
QRW EH WROHUDWHG DQG ZLOO EH VDQFWLRQHG DFFRUGLQJ

7KLV LPSDFW LV FORVHO\ OLQNHG WR VHFXQHW V VWUDWW¥RLOREOHXMQY JHYVIDERBRG (Y DY K7RQ WKH LQWUDQHW DQG

VHFXULW\ VHUYLFH SURYLGHU SULPDULO\ VHUYLQJ WKH S¥Klo4E& FPEWRKHY VHFXQHW UHOLHV KHDYLO\

RQ WUXVW LQWHJULW\ DQG UHJXODWRU\ FRPSOLDQFH $Q LQWHJIULW\ RULHQWHG FRUSRUDWH

FXOWXUH VXSSRUWY VHFXQHW LQ PHHWLQJ WKHVH UHTXLUHERSGW R D ERBQGSKERND R HRP YRFRIIYH LOFOXGHY ELQGLQJ UX

SURPLVH DV D UHOLDEOH DQG ODZ DELGLQJ SDUWQHU 7KXPPQvWUDKWHY YEBREWR VWP QGDUGY ODERU VWDQGDUGVY

XQGHUVFRUHV WKLV E\ KLJKOLJKWLQJ FRUSRUDWH FXOWWUYRQVMSEWHHQAWN\D®® cVEYMWIOIARFHHDEXVLQHVYV UHODWLRQV|

HVYVHQWLDO FRPSRQHQWYVY ZLWKLQ WKH *RYHUQDQFH * BRFRHEPPWRIRQMBTXURHW\WDQEER HRWD SURWHFWLRQ

WKH JURXS ZLGH &RGH RI &RQGXFW IRU HPSOR\HHV WKH &RPSOLDQFH ODQDJHPHQW

6\WWHP &06 DQG GLYHUVH LOQWHUQDO FRPPXQLFDWLRQ PG RXVMK &R RRIPMOHV \P By WP SDQ\ JXLGHOLQHV DV ZHOC

WKLV FRUSRUDWH FXOWXUH DQG HQVXUH LWV SRVLWLYH BROIOMRURWp OQBGWVSHFLI\ OHIJDO DQG LQWHUQDO UHTXLUH
FRQGXFW IRU HPSOR\HHV 7KHVH DUH DOVR ELQGLQJ IRU DOO

$FWLRQV &RUSRUDWH FXOWXUH

VHEXQHW YDOXHV

VHFXQHW V FRUSRUDWH FXOWXUH LV D NH\ HOHPHQW RI RXU
RQ ILYH FRUH YDOXHV GHYHORSHG DQG GHILQHG E\ WKH FR
YDOXHV ZRUNVKRS LQ 7KHVH YDOXHV ZHUH SXEOLVKHG E\
DW WKH HQG RI DQG KDYH VLQFH VHUYHG DV D JXLGH IRU
FRPSDQ\ V ORQJ WHUP GLUHFWLRQ

8QOHVV RWKHUZLVH VWDWHG DOO PHDVXUHV PHQWLRQHG LQ WKLV VHFWLRQ DUH RQJRLQJ
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6RFLDO GD\V &RUSRUDWH FXOWXUH LV DVVHVVHG WKURXJK HPSOR\HH VXU

7R DFWLYHO\ HPERG\ DQG IXUWKHU GHYHORS LWV FRUSRbU®WH KWWY xHIWRHEPSOW \dY LYIWBYIPEWLRQ DQG HQJIDJHPHC
LQ QRQ SURILW KDQGV RQ SURMHFWV WKURXJKRXW *HUPDETHYYHR®Y &RdicWKHoERYSRKPWH FXOWXUH DQG LGHQW
VSDFHV DQG RXWGRRU DUHDV RI SURMHFW SDUWQHUV bRTUYRYUHIBBEW QiQH[FX PARINLRERWR TXHVWLRQV ZHUH LQFOXG
FKLOGUHQ DQG \RXQJ SHRSOH IURP WKHVH SDUWQHU RWFD 6PIOWLROWKELHGRESOLD QMK DQRG LQWHJIULWY FXOWXUH ZL
FRPSDQ\ KDV KHOG DQQXDO 6RFLDO 'D\V DW LWV ODUJH BO\XQ¥WYo 8 UWREDHHRYNC JEY LRHYGCDoo PRG ZLOO VXEVHTXHQV
HPSOR\HHV WKH RSSRUWXQLW\ WR HQJDJH LQ VRFLDO DARRWHWRARVOY MRVHPSORIFEWLHY DLP WR

VWUHQJWKHQ WHDP VSLULW DQG FRKHVLRQ DQG FRQWULEXWH WR PDNLQJ WKH FRPSDQ\

YDOXHV WDQJLEOH &RPSOLDQFH PDQDJHPHQW V\VWHP
$ NH\ FRPSRQHQW RI WKLV LV RXU FRPSOLDQFH PDQDJHPHC
VHFXQHW VXPPLW VHFXQHW ODQDJHPHQW %RDUG LPSOHPHQWHG IRU GDPDJH

YXUWKHUPRUH WKH VHFEXQHW VXPPLW RIIHUV HPSOR\HHWREWADRK DK WK N UMYX W EHW\ W XQHW HVWDEOLVKHV XQLIR!
FRQQHFW DQG QHWZRUN DFURVV GLYLVLRQV GHSDUWPHIGRWv HY¥H QYRHPHW LRRASOLBRTRFXWYXYHY  WKHUHE\ HQVXULQ.
QRW RQO\ RQ SURIHVVLRQDO H[FKDQJH EXW DOVR RQ IRFVMRHEARLIFHRALNMK RS SALTRES HWRFHIDO UHIXODWLRQV LQ WKH
FRPSDQ\ ,Q DGGLWLRQ WR FROODERUDWLYHO\ GHYHORSLQJ FRPSDQ\ UHOHYDQW WRSLFV

JUHDW HPSKDVLV LV SODFHG RQ LQVSLULQJ GLVFXVVLR&V BYRDLFNY PRE EHRVIYHWREPSOHPHQWHG ZLWK WKH &0¢
DFWLYLWLHV WKDW KLJKOLJKWYV WKH IXQ DQG HQMR\PHQWORIIPHARWMM &*J W rRORMBOHY Q1 PIPQDIHPHQW VAVWHP DFFRUGL
WKH VHFXQHW VXPPLW KDV EHHQ KHOG HYHU\ WKUHH RHBPYKUNK WHEXHEW WKHy WRQHXYYRP WKH WRS VHW E\ WKH 0L
H[SHULHQFH FRQWLQXHV UHJXODUO\

.Q WKH DGHTXDF\ DQG HIIHFWLYHQHVV RI WKH FRPSOLDQF
&RPPXQLFDWLRQ DQG H[FKDQJH IRUPDWYV ZHUH FHUWLILHG E\ DQ H[WHUQDO DXGLW LQ DFFRUGDQFH ZI
2SHQ DQG UHJXODU LQWHUQDO FRPPXQLFDWLRQ IRUPV W E %ﬂ; P ZVLTJ'L Bﬁ?II:(ZDI-FIE; Dg\f LH('?”:
FXOWXUH )RUPDWV VXFK DV DOO KDQGV PHHWLQJV EO %(/ J§ SSV
VSHFLDOLVW GHSDUWPHQWYV DQG FRPSDQ\ ZLGH QHZV
PDNH RXU FRUSRUDWH YDOXHV WDQJLEOH %ORJ SRVWV IIHU a\i lJ:. gv L%Lg;

|_ W LPSOHPHQWDWLR
SURMHFWYV VXFFHVVHV DQG LQQRYDWLRQV VWUHQJWKH &o'%% ADWH WKH VHEXOHW 0DC

D YLEUDQW FRQQHFWLRQ EHWZHHQ WKH YDULRXV DUHDV DO LPSOHPHQWDWLRQ DQG PROLWRULQJ RI FRPSC

J ILFH ZKLFK DOVR VHUYFE
VHFXQHW SODFHV JUHDW LPSRUWDQFH RQ WKH SHUVRQD§ QZ&%B%\%H@%V@@\%@' Fﬁ-";: %LF%‘%%(S%}_}RPSOLDQFH LVVXHY ZLW K

RI LWV HPSOR\HHV 7UDLQLQJ FRXUVHV ZRUNVKRSV DQG
SURPRWH VNLOOV VWUHQJIJWKHQ LGHQWLILFDWLRQ ZLWK VHEXQHW DQG FRQWULEXWH WR
HPSOR\HH PRWLYDWLRQ DQG VDWLVIDFWLRQ

JRU IXUWKHU LQIRUPDWLRQ VHH (656 6

JRU IXUWKHU LQIRUPDWLRQ VHH (656 6

JRU IXUWKHU LQIRUPDWLRQ RQ WKH HPSOR\HH VXUYH\ DQG LWV UHVXOWV IRU VHH (656 6 6

7KH 7RQH IURP WKH 7RS FDQ EH IRXQG XQGHU WKH KHDGLQLKESRIESR LIPNNH\VRHREXSIHMD (BRI ORHE WK FK @'Y BOQQHNU 2 HE Y HVWQ H
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&RPSOLDQFH WUDLQLQJ SURWHFWLRQ RI ZKLVWOHEORZHUYV

$00 HPSOR\HHV DUH UHTXLUHG WR SDUWLFLSDWH LQ_ GLJLWDQ WUDLQLQJ VHYVLROV R

FRPSOLDQFH WRSLFV HYHU\ WZR \HDUV 7KHVH VHVVLF B - R LLPD%SIE%\LM%Q@NVKHLS LQWHUDFWLRQ ZLWH
DZDUHQHVV RI HWKLFDO DQG OHJDOO\ VRXQG FRQGXFW 7N ARPRYVDBREWEbLQLQy vHVVLRQY

ODVW EHWZHHQ DQG PLQXWHYV ,Q WKH PDWHULDOLW\ DVVHVVPHQW WKH SURWHFWLRQ RI ZK

PDWHULDO GXH WR LWV GHPRQVWUDEO\ SRVLWLYH LPSDFW 7k

7UDLQLQJ FRXUVHYV DUH RIITHUHG RQ WKH IROORZLQJ WRSWHKWH FRPSDQ\V RZQ EXVLQHVV RSHUDWLRQV DV ZHOO DV

GRZQVWUHDP YDOXH FKDLQ 7KURXJK DQ LQWHJULW\ RULH(

YXQGDPHQWDOV RI FRPSOLDQFH VHFXQHW VWUHQJWKHQV WKH ZLOOLQJQHVV RI HPSOR\HHV L

$QWLWUXVW ODZ XQHWKLFDO EHKDYLRU RU SRWHQWLDO YLRODWLRQV 2XU JUF

HQDEOHV ERWK LQWHUQDO DQG H[WHUQDO ZKLVWOHEORZH

LQFLGHQWY DQG UHOLDEO\ SURWHFWV WKHP IURP UHSHUFX)\

&RUUXSWLRQ SUHYHQWLRQ FRQWULEXWHV WR ULVN SUHYHQWLRQ SURWHFWYVY WKRVH KDL
'DWD SURWHFWLRQ ZLWK OHJDO DQG LQWHUQDO FRPSDQ\ UHJXODWLRQV

§
8
§ '"HDOLQJ ZLWK FRQIOLFWV RI LQWHUHVW
8
§
§ SBUHYHQWLRQ RI LQVLGHU WUDGLQJ

:KLVWOHEORZHU SURWHFWLRQ LV DQ HVVHQWLDO FRPSRQ

&XUUHQWO\ QR PHDVXUDEOH UHVXOWYV RULHQWHG WDUJ%WE PN %\.W\‘/‘k“ﬁ/l@l@%éé’ KBYROp ARFKRUHG LQ WKH JRYHL
GHILQHG IRU WKH PDWWHU RI &RUSRUDWH FXOWXUH 7K HIYMWHPWHY 1 VI R 45 HU VIVWHP LV EDVHG RQ

SROLFLHV DQG DFWLRQV LQ WHUPV RI WKHLU SRVLWLYHYPFYGAW Lv gRV\PQ-‘@(UUWEbW*&L\ WIPRFORZHU 3URWHFWLRQ $F
WUDENHG DFFRXQW WKH *HUPDQ 6XSSO\ &KDLO 'XH 'LOLJHQFH $FW /|

SURFHGXUDO JXLGHOLQH DQG LQWHUQDO SURFHVVHV KDYH EF
XQLIRUP OHJDOO\ FRPSOLDQW KDQGOLQJ RI UHSRUWY DQG W
WHUP LPSDFW

3ROLFLHYVY 3URWHFWLRQ RI ZKLVWOHEORZHUYV

:KLVWOHEORZHU V\VWHP

7KH ZKLVWOHEORZHU V\VWHP LV DGGUHVVHG ERWK LQ WKH
&RUSRUDWH &RPSOLDQFH GHSDUWPHQW DQG LQ WKH FRGH R
DQG FRGH RI FRQGXFW IRU VXSSOLHUVY DQG EXVLQHVY SDUWQ|

$00 HPSOR\HHV RI WKH VHFXQHW *URXS FDQ ILQG LQIRUPDWLEF
VI\VWHP DQG WKH FRPSODLQWY SURFHGXUH RQ WKH LQWUDQ!
FKDQQHOVY DQG FDWHJRULHV DUH H[SODLQHG WKHUH , C
ZKLVWOHEORZHU V\VWHP LV DOVR SURYLGHG LQ EORJ SRVW
PDGH DZDUH RI WKH ZKLVWOHEORZHU VA\VWHP YLD DQ RQERDU
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JXUWKHUPRUH WKH VHFXQHW *URXS KDV D FRGH RI SURBHGRUW\GHRYLYDRIGDWR RV XWH DGHQWY EUHDFKHY RI OHJDO
IDLU DQG WUDQVSDUHQW SURFHVV WKDW UHVSHFWV ERWK WMOKHG ISQ)L QFKBOH RHODRSKUWRR@ROUWSWLRQ DQG EULEHU
IRU WKRVH DIIHFWHG DQG WKH SURWHFWLRQ RI WKH &KUSRMOMHED RAPSOILRDFHFEBEDBWPHQW YLD WKH ZKLVWOHEO
SURFHGXUH DSSOLHV WR DOO LQGLYLGXDOV ZKR VXEPLRNILFHS RLWQAMNHVIQLGIBW MWK HW K VFIO R¥RVHY LPPHGLDWHO\ LQ |
BURWHFWLRQ $FW +LQ6FK* DQG FRPSODLQWV XQGHU WHKHTHWHPHEWYSOL@B&BBEEQEHQWO\ VHSDUDWHO\ IURP WKH

'"LOLJHQFH $FW /N6* DQG LV DYDLODEOH RQ WKH VHFXQBWFRHUEBMIQVHWRQ & KKDVBUDQHW OV ZIDVWQR RQH VKRXOG MXGJH W
HQDFWHG E\ WKH ODQDJHPHQW %RDUG 7KH &RPSOLDQFH QYH¥WUJDW URIQYY PDWHLEREGCREWHG IDLUO\ WUDQVSDUHQWO\

WKH RSHUDWLRQDO LPSOHPHQWDWLRQ RI WKLV FRGH RI SJURRWFXRIHD QLOY B DLW HUI/QID@Y BB SROGWILQG ZLWKRXW DQ\ ELDV

FKDQQHOV H[LVW IRU ZKLVWOHEORZHUV WR UHSRUW YLROPWLRQQFH BDORZDW I8FE® YHR O\DRVHRYXUWAD®@ IDLU DQG OHJDOC
EH VXEPLWWHG YLD HPDLO WKH HOHFWURQLF ZKLVWOHE WKAHIWD VWWWHP PDLO LQ SHUVRQ DQG

RU E\ WHOHSKRQH 7KH FRQWHQW RI WKLV FRGH RI SURFHGXUH LV EDVHG RQ WKH SURYLVLRQV

RI' WKH "LVFORVXUH 3URWHFWLRQ $FW +LQ6FK* DQG WKH UHJUPR Y 66X RWHRKWILR XR| ZKLVWOHEORZHUV

) * ..
LOLJHQFH SFW /NG )RU WKH PDWWHU RI ZBURWHFWLRQ RI ZKLVWOHEORZHUV Y QR

JHWV DV GH L HG E\ WKH (656 DUH FXUUHQWO\ LQ SOI
7KH UHSRUWLQJ RIILFHUV FRQWLQXRXVO\ GHHSHQ WKHLHD}?‘JSJHLII-’\Mb

W SREYREES B BBV ZLWK UHJDUG WR WK
WUDLQLQJ FRXUVHV DQG ZHELQDUV RQ LQWHUQDO LQ R& dDJQ\ﬁUB'K_h\(' OE'EQ'W(' H[SODODWLRO LQ VHFW

V\VWHPV )XUWKHUPRUH WKH\ FRQVWDQWO\ PRQLWRU UHOHYDQW OHJDO DQG UHJXODWR
GHYHORSPHQWY DQG HQJDJH LQ SURIHVVLRQDO H[FKDQJH RQ EHVW SUDFWLFHV ZLWKLQ

UHOHYDQW QHWZRUNV * ™ 3UHYHQWLRQ DQG GHWHFWLRQ RI FRU

$FWLRQV 3URWHFWLRQ RI ZKLVWOHEORZHUYV EULEHU\

7KH VHFXQHW *URXS SURKLELWV DQG zZLOO QRW WROHUBWW BBLPRYA R REWYoRBLREVAY DQG WKHLU LQWHUD

DGYHUVH PHDVXUHV GLVFLSOLQDU\ DFWLRQ WKUHDWV DQwEBXEbRHRQ BRGEQZPw LocLYLexDOV

ZKR UHSRUW LQ JRRG IDLWK 7R SURWHFW RXU ZKLVWOHEQRZHUV HPSOR\HHV DUH RIIHUHG

WKH RSWLRQ RI FRQWDFWLQJ H[WHUQDO UHSRUWLQJ ERGLHV HJ %D)LQO %$)$ RU UHSRUWLQJ

DQRQ\PRXVO\ YLD YDULRXV LQWHUQDO UHSRUWLQJ FKDQ(%I—'?&\VXSWLRQ LQFLGHQWV ZRXOG QRW RQO\ OHDG WR KLJK IL
RPSOLDQFH FRVWV EXW DERYH DOO WKH\ ZRXOG XQGHUP

YXUWKHUPRUH DOO UHSRUWV RI UXOH YLRODWLRQV DYEPE¥BSWR WE UHPLPESH QG ff DELGLQJ SDUWQHU St

LQIRUPDWLRQ FRQWDLQHG WKHUHLQ DUH WUHDWHG ZLWK-YRRFERY FRFNPEHERIBoYAWLRAY FRQVHTXHQFHV  LQF(

ZKLVWOHEORZHU V LGHQWLW\ LV SURWHFWHG zLWK WKHYKXWBRYW R H %7k HWKIY QRWY BWY WY DRYHILF FXVWRPHU UHO

ZKLVWOHEORZHU UHSRUWVY RU FRPSODLQWV IROORzV WRHVLBWLEIWRWORYE EXMHYF{ S SR WKH FRUH PDUNHW

PHDQLQJ WKDW RQO\ WKRVH LQGLYLGXDOV QHFHVVDU\ IRU FODULI\LQJ WKH IDFWV DUH

LQYROYHG &DUH LV WDNHQ WR HQVXUH WKDW WKH UHSRUW FRPSODLQW WKH LQGLYLGXDOV

LQYROYHG DQG WKH IDFWV SUHVHQWHG DUH XVHG LQ DQRQ\PL]JHG DQG JHQHUDOL]JHG IRUP

IRU IXUWKHU SURFHVVLQJ UHVHDUFK DQG FODULILFDWLRQ

JRU IXUWKHU LQIRUPDWLRQ RQ WKH FRQWHQWV RI WKH SURFHGXUDO LQVWUXFWLRQ VHH (656 6
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JRU VHFXQHW SUHYHQWLQJ DQG GHWHFWLQJ FRUUXSWLRRHLD QRN LSBRIDPRINPMR @ PSFRRAULVED @BSISOLHY WR DOO HPSOR\HHV

DV LWV EXVLQHVV PRGHO UHOLHV KHDYLO\ RQ SXEOL®YWHQDEON RQUMANKWM LIQOWWHDIUHW\ VD QE® UHYLHZHG DQQXDOO\

UHJXODWRU\ FRPSOLDQFH DUH HVVHQWLDO SUHUHTXLVLWBWHUIDRSHERYWQYRO X VFHWWIPKOQ&6LQ LM/ WKH FRPSOLDQFH

FRUH PDUNHW DQG VHFXULQJ ORQJ WHUP FXVWRPHU UKR D %QRMYKH SAL WK MK HWEROPFHWUHY PRQLWRUHG E\ LQWHUQDO

VXVSLFLRQ RI FRUUXSWLRQ FDQ OHDG WR H[FOXVLRQ IDRBLWHMQGHULQJ SURFHVVHV WKXV

GLUHFWO\ MHRSDUGL]LQJ EXVLQHVV VXFFHVV 7KHUHIRUH WKH DQWL FRUUXSWLRQ SURJUDP LV

QRW RQO\ SDUW RI WKH FRPSOLDQFH RUJDQL]DWLRQ EXW$FQMRROWU DNHYFHDPWYL REEDGQB TG HWHFWLRQ RI FRUUXS\

FRUSRUDWH JRYHUQDQFH )XUWKHUPRUH LW IRUPV D FHQWUDO FRPSRQHQW RI WKH (6*

VWUDWHJI\ JRYHUQDQFH GLPHQVLRQ DQG VXSSRUWV WKHKBRBORFEMIHRRLRBPYXWHEXxQHW DV

D UHOLDEOH ODZ DELGLQJ DQG UHVSRQVLEOH SDUWQHU7IK® \& R R SSXIEDOQLFHVH FMWFRIUXYGI® EBWR®EY FRPPXQLFDWLRQ FKDQ
D JURXS ZLGH FRPSOLDQFH EORJ WR LQIRUP HPSOR\HHV DE

BROLFLHYVY 3UHYHQWLRQ DQG GHWHFWLRQ RI FRUPHR®W URODDBOLR EDQWHBRUUXSWLRQ RU RWKHU UHJXODWRU

$V DQ DFWLYH SDUWLFLSDQW LQ WKH 81 *OREDO &RPSDFW *HUPDQ\ VHFXQHW LV

FRPPLWWHG WR FRPEDWLQJ DQG SUHYHQWLQJ FRUUXSWL$F§QY G EULEHU\ LQ DOO LWV IRUPV

2XU JHUR WROHUDQFH SROLF\ LV HQVKULQHG LQ RXU &RGTHMHRIERREBXPWHRARRPGDOROKHVCHNDUWPHQW DGYLVHV HPSOR\

ZHOO DV LQ RXU &RGH RI &RQGXFW IRU VXSSOLHUV DQG ELQMW g AW MWS DRAEQ RRRSOLDQFH DV ZHOO DV RQ DQWL FRUUXSW
ULJKWV DQG DQWLWUXVW ODZ

$QWL FRUUXSWLRQ SROLF\

7KLV SULQFLSOH LV DOVR HQVKULQHG LQ WKH vHsDUBRREWRYL R ?PGGHDES\W‘N\L/JQDO DQWL

FRUUXSWLRQ SROLF\ ZKLFK ZDV XSGDWHG LQ ILQDQFLDO’'RHEGUBWHFMQBLREORSWREVE\ MREPOLDQFH DXGLWV ZHUH FRQG.

ODQDJHPHQW %RDUG ,W VHUYHV WR SURDFWLYHO\ SURWMRDORIXNKISW LRRY WKINWLUDVIGWLPH LQ ILQDQFLDO \HDU

SURYLGHY HPSOR\HHV ZLWK FOHDU JXLGHOLQHV IRU WKHEBPSRIQ\LR2AMNUH QREG BOWLLPRBURMYLRRY UHYLHZHG WKURXJK

SROLF\ LV EDVHG RQ WKH UHTXLUHPHQWY RI LQWHUQDW L\WJFD/dE\L DU IFRY QP& RMWDVXEIHYGEHVXIFRHULYHG DQG UHFRPPH(

DV WKH 8. %ULEHU\ $FW DQG WKH )RUHLJQ &RUUXSW 3UD¥KH FHACGERWY )&3$ ,W FRQWDLQV

ELQGLQJ JXLGHOLQHV IRU KDQGOLQJ JLIWV LQ WKH SULYDWH VHFWRU DQG WR SXEOLF RIILFLDOV

ZKLFK LQ UHVSRQVH WR YDULRXV HPSOR\HH LQTXLULHV XDSRUMHRF PHPRIQIMNOBRGRZEHY VYV WKR

QHZ YHUVLRQ E\ PHDQV RI D JUDSKLFDO GHFLVLRQ WDEOHKH7BIDVWRERRNURCGWR R& YSHROQV¥E\WIKHHLQHY FOHDU UHSRUWLQJ F

DSSOLFDWLRQ IRU GRQDWLRQV DQG VSRQVRUVKLSV DVYRZHOKWSRYWWHEH SHRQUBPJIMRIBHQWYIRRODWLRQV RU REWDLQLQJ IX

HIWHUQDO SHUVRQQHO 6XSSOHPHQWDU\ SURFHVV GH¥BOQLEM WHEWR UMNHGEX DB R & RIERXAWOMHRWZLWK SHUVRQDO LQIRUPD

LPSOHPHQWDWLRQ VIVWHP 7KLV HQDEOHV WKH V\VWHPDWLF LGHQWLILFDWLRQ L
Rl YLRODWLRQV DOORZLQJ FRUUXSWLRQ ULVNV WR EH GH\
DGGUHVVHG

&RPSOLDQFH YLRODWLRQV DUH UHSRUWHG DQQXDOO\ DQG R
ODQDJHPHQW %RDUG DQG WKH 6XSHUYLVRU\ %RDUG $XGLW &R

JRU IXUWKHU LQIRUPDWLRQ VHH (656 6
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7UDLQLQJ FRXUVHV RQ FRUUXSWLRQ SUHYHQWLRQ 7TDUJHWYV 3UHYHQWLRQ DQG GHWHFWLRQ RI FRUUXS\

(PSOR\HHV DUH WDXJKW FRPSOLDQW DQG HWKLFDO FRQGKKW MKURMXI®EWHIQGBWRUIYH IRUPXODWHG RYHUDUFKLQJ
WUDLQLQJ FRXUVHV KHOG HYHU\ WZR \HDUV 7KHVH FRXE\WHN 0RGHE ERFWK HR @ FFRSBLDOEHR@HSDUWPHQW LQ FROODER
SUHYHQWLRQ FRYHU WRSLFV VXFK DV DQWL FRUUXSWpHRRQO PWP\GHSIDU WPRAPOWD GRHNVAH WDUIJHWY DUH LQWHQGHG W
FRQIOLFWV RI LQWHUHVW ,QIRUPDWLRQ DQG JXLGDQFH R Wb VHOWMRSANY DYE SONRRIWMRILOOREPHVLYH LPSDFW 7KH W
RQ WKH LQWUDQHW WKH 'LUHFWRU Rl 6XVWDLQDELOLW\ DQG WKH ODQDJHPHQW %R

7KH WUDLQLQJ FRXUVHV RQ DQWL FRUUXSWLRQ DQG GHAMIQILEbWIHWRQIOLFWV RI LQWHUHVW
FRYHU WKH IROORZLQJ WRSLFV
"HVFULSWLRQ
+DQGOLQJ RI JLIWV IURP SXEOLF RIILFLDOV %\ Rl DOO HPSOR\HHV LQ WKH VHFXQHW *URXS DUH
VXFFHVVIXOO\ FRPSOHWHG PDQGDWRU\ WUDLQLQJ RQ FRU!I
PDQDJLQJ FRQIOLFWV RI LQWHUHVW 7KH DQQXDO .3, LQGLI

§

§ +DQGOLQJ GRQDWLRQV IURP WKH SULYDWH VHFWRU

§ , GHQWLI\LQJ DQG SUHYHQWLQJ FRQIOLFWYV RI LQWHUHYVWPLS®D RAKIH S URIR VK DR DPRIPG D HWRHE HQKH UHVSHFWLYH WUDLC
§

§

SLVNV DQG HIIHFWV RI FRQIOLFWV RI LQWHUHVW SUHVFULEHG WZR AHDU FAFOH

'"HDOLQJ ZLWK FRQIOLFWV RI LQWHUHVW 7KH &RUSRUDWH &RPSOLDQFH GHSDUWPHQW GHWHUPLQHV W
EDVHG RQ WKH HPSOR\HH QXPEHUV VXEPLWWHG E\ WKH
7UDLQLQJ LQ DQWL FRUUXSWLRQ DQG FRQIOLFW PDQDIHIDQWPHQWDQGDWRU\ IRU DOO
HPSOR\HHV 7KLV PHDQV WKDW RI KLJK ULVN IXQFWLRQV DUH FRYHUHG E\ WKH WZR
WUDLQLQJ PRGXOHV 'XH WR WKHLU LQWHUIDFHV ZLWK 7HMW RUDLQ LEXIV UQ MAHV LS DIDMARXOD WMIGHV HSDUDWHO\ IRU HDFk
PDUNHWLQJ VDOHV DQG SXUFKDVLQJ GHSDUWPHQWYV DU FFRQIVH GHHIUWHICR KRIJ K RSO R\IDWWHDXKR KDYH VXFFHVVIXOO\ FR
ZLWK UHJDUG WR FRUUXSWLRQ DQG EULEHU\ ODQDJHPHQW BRGL®EY FROG/HRO b HAHA K IHQ WAKDH. @IDQVMW WZR \HDUV WR WKH WR!
WKURXJK WKHVH WZR PRGXOHV VHFXQHW GRHV QRW FXUHFHQWON RURNMS \DH/SRIUTHWHPW H D L QU\G J
IRU WKH 6XSHUYLVRU\ %RDUG
$VVXPSWLRQV
$ FRQVLVWHQWO\ KLJK WUDLQLQJ UDWH GRFXPHQWYV WKH LP
&06 PHDVXUHV DQG FRQWULEXWHV WR D EURDG ULVN DZDUHC
GHPRQVWUDWHY WKH HIIHFWLYH LQWHJUDWLRQ RI WKH &06
VWUHQJIJWKHQV WKH LQWHJULW\ RULHQWHG FRUSRUDWH FXO
SUHYHQWLRQ RI OHJDO DQG SROLF\ YLRODWLRQV WKHUHE\ C
FRUUXSWLRQ LQFLGHQWYV

7LPH KRUL]JRQ
RQJRLQJ
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ORQLWRULQJ WKH WDUJHW HV ILIXUHWHFWLRQ DQG SUHYHQWLRQ RI FRUUXSWLEF
7KH WUDLQLQJ UDWHV DUH GRFXPHQWHG LQ WKH DQQXDO UHSRUW DQG SUHVHQWHG WR WKH

ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RDUG $XGLW &RPMPWRALRS UDWHV IRU WKH $QWL &RUUXSWLRQ DQG
"HDOLOJ ZLWK FRQIOLFWYV RI LQWHUHVW FRXUVHYV

7DUJHW DFKLHYHPHQW E\ 5LVN H[SRVHG 2WKHU
2UJDQV 96 *) ODQDJHUV UROHV HPSOR\HHV
7DUJHW SHU PRGXOH

$FWXDO FRUUXSWLRQ SUHYHQWLRQ &RYHUDJH WKURXJK &RUUXSWLRQ SUHYHQWLRQ WUDLQLQJ
+DQGOLQJ RI FRQIOLFWYV RI LQWHUHVW

7TRWDO
,QWHUPHGLDWH JRDO 7UDLQHG SHUVRQV
SHU PRGXOH 7UDLQLQJ UDWH

&RYHUDJH WKURXJK WUDLQLQJ RQ 'HDOLQJ ZLWK FRQIOLFWV RI LQWHUHVW
%DVH \HDU

&RUUXSWLRQ SUHYHQWLRQ
+DQGOLQJ Rl FRQIOLFWV RI LQWHUHVW 7UDLQHG SHUVRQV
7UDLQLQJ UDWH

7TRWDO

,QWHJUDWLRQ RI HPSOR\HHV LQWR WKH YDOXH FKDLQ

6LQFH WKLV LV DQ H[FOXVLYHO\ LQWHUQDO PHDVXUH 4R4PURI DUHREREGUIPYDEWILRQY ZL WK

HPSOR\HHV LQ WKH XSVWUHDP DQG GRZQVWUHDP YDOXH FRB$XJHU EDVHG WUDLQLQBLQ PLQ PLQ PLQ
JUHTXHQF\ HYHU\ \HDUWYHU\ \HDUNYHU\ \HDUNYHU\ \HDUV

1XPEHU RI FRQYLFWLRQV DQG WKH DPRXQWYV RI ILQHV
1XPEHU RI FRQYLFWLRQV IRU YLRODWLRQV RI FRUUXSWLRQ DQG EULEHU\ UHJX!

$PRXQW RI ILQHV IRU YLRODWLRQV RI FRUUXSWLRQ DQG EULEHU\ UHJXODWLRQ

,QFOXGLQJ WKH ODQDJHPHQW %RDUG 7R DYRLG GRXEOH FRXQWLQJ HPSOR\HHV DUH DVVLJQHG WR FDWHJRULHV WKDW DUH XQLTXH DQG PXWXDOO\ HJF
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* ™ 3ROLWLFDO LQIOXHQFH DQG OREE\BRALPIFWLYROWWHYDO LQIOXHQFH DQG OREE\LQJ DF

ODWHULDO LPSDFWV DQG ULVNVY DQG WKHLU LQW$HUVLMWMYKR\Y 'ZUWARWUWKH VWUDWHJ\
DQG EXVLQHVV PRGHO $ NH\ IRXQGDWLRQ IRU WKH VHFXQHW *URXS V OREE\LQJ DFWL

,Q WKH PDWHULDOLW\ DVVHVVPHQW WKH PDWWHU RI 3RAFKLEDO QdYOXSIDFIH LEQEH ORIEENPHRLRWY IRU GHDOLQJ ZLWK
DFWLYLWLHVY ZDV DVVHVVHG DV PDWHULDO GXH WR DD@SHAQVMWLWXWLREYV W vHQVXbYWHYKDW DOO OREE\NLQJ I
H[FOXVLYHO\ WR WKH FRPSDQ\V RZQ EXVLQHVV RSHUDPRBOR®RFH JWW K RHIXWPWLRRY WUDQVSDUHQWO\ DQG LQ
SUDFWLFHV VXFK DV DJJUHVVLYH OREE\LQJ XQODZIX0O BQWHMPUWOMW SRBYWKHRPE X VKLY LQFOXGHYV FOHDU LQWHUQD
GRPLQDQW PDUNHW SRVLWLRQV FDQ LQFUHDVH SURFXURRRDBWRPRQW\VOREELLOH HOBRWYWWRQDYRLG ULVNV VXFK DV
DQG FRPSURPLVH WKH TXDOLW\ RI VDIHW\ FULWLFDO SURBREWWLWILHOEERRERUODWRRRQDQFLDO

GLVDGYDQWDJHV VXFK EHKDYLRU ZRXOG DOVR OHDG WR VLJQLILFDQW UHSXWDWLRQDO

GDPDJH DQG MHRSDUGL]H FXVWRPHU WUXVW SDUWLFXBIhEd\UHRQW wWikH D ISBE MR- SYHPWRW DQWLWUXVW YLRODWLRQV
YXUWKHUPRUH WKHUH LV D ULVN WKDW OHJDO UHVWU LFWQROIL @ ¢ RIR E S H @FHDIFQv WK iy IGPRZIK® BRQGXFW RI VHFXQH
GLPLQLVKLQJ LQIOXHQFH RQ SROLWLFDO GHFLVLRQ PDNLGDbIWURERH HY BRIVG §Q0IC WR \LIR SROHIFWAW DSSOLFDEOH *HUPD
DELOLW\ WR UHVSRQG WR UHJXODWRU\ GHYHORSPHQWYV LYFIBPRQP &4BF PHYOWURQ $FW DQG (XURSHDQ DQWLWUXVW ODZ

$V D FRPSDQ\ ZKRVH EXVLQHVV PRGHO UHOLHV KHDYLOVWRGI\GWPBBEPEVWHY GHUWRCLRHFXYRPWGDUGY IRU FRPSOLDQFH ZL
GHSHQGV RQ LQWHJULW\ WUDQVSDUHQF\ DQG WuUXVw BRBROIWVEWOREGYRPHNM RQGQRWRMBERKW FOHDU JXLGHOLQHYV IR
SXVKLQJ WKURXJK RQH VLGHG FRUSRUDWH LQWHUHVWYV XMW RBHKMH LD B BRYNS FRIGHWWU X MvR QM B\UHIXODWHY FRQGXFW
VKDSLQJ IUDPHZRUN FRQGLWLRQV WKDW VWUHQJWKHQ WXRVUWVRQLPQEHG BB EAVHHKIKAPWRUNKRYHVWLIDWLRQV GDZQ
GLJLWDO VRFLHW\

$00 HPSOR\HHV DUH UHTXLUHG WR SDUWLFLSDWH UHJIXOI
$V WKH ,7 VHFXULW\ SDUWQHU RI WKH )HGHUDO 5HSXBRBUWLRLSPHWYPBQ\ LYW HFEXQOHWMRYNG DQG GRFXPHQWHG E\ WKH
FRPPLWWHG WR WKH FROQWLQXRXV GHYHORSPHQW RI LW\&HWGPRKWROKRWL H\R WG GloW ki@ DVKHIK KLVWOHEORZHU VIVWHP
OHYHO RI FRQILGHQWLDOLW\ DQG LQWHJIJULW\ IRU WKH PRBBRIJGL SEW HRW LPuHLROPREMRQM ? QRQ\PRXVOY RU ZLWK SHL
FRPSDQLHY DQG SXEOLF DXWKRULWLHV $JDLQVW WKLV KEBPSEURR LGHRVWIHW LFOMHMWOHIOW I QDQG HITHFWLYHO\ DGGUH'
RSHQ GLDORJXH ZLWK SROLF\PDNHUV DQG SXEOLF DGPLQLVWUDWLRQV ™ SDUWLFXODUO\
UHJDUGLQJ ,7 DQG F\EHUVHFXULW\ LVVXHV DV ZHOO DV7EHIBRBODOFL QAW XBERXNHE/ LRHIXOP@®G DSSURYHG E\ WKH
H[FKDQJHV ZLWK IHGHUDO PLQLVWULHY DQG PHPEHUV RI WXHOLHYP DR RO EQHVYWDYS oW UTYR XS FRPSDQLHV DQG HPSO
WHFKQLFDO WRSLFV DQG LGHQWLI\ QHFHVVDU\ FKDQJHV &RDSP LD IR IGHEPW WPG! QWS RUWEB YF$ SRUW TURP WKH /HIJDO G
WR WKH IUDPHZRUN IRU EXVLQHVV RSHUDWLRQV DQG FRIGRWHWKHoREIAU PRV RPBB RMRAFHYHEREWDWLRQ RI WKH SROLF\ 7K
WUDQVSDUHQW DSSURDFK UHLQIRUFHV VHFXQHW V SRVLWRRIDPE Q@RI HHYOR O EW I{HSpPQWHHOH Y| Wk WHUYHY DV D IXQGDPH

SXEOLF VHFWRU DQG FRQWULEXWHV WR LWV ORQJ WHUP PR HWRPWR M PHWLYLWLHY LV DQ LQWHJUDO SDUW RI WKF
VI\VWHP DQG LV UHYLHZHG DQQXDOO\ &RPSOLDQFH ZLWK V

LOQWHUQDO DXGLW

JRU IXUWKHU LQIRUPDWLRQ RQ FRPSOLDQFH WUDLQLQJ VHH *
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$FWLRQV 3ROLWLFDO LQIOXHQFH DQG OREE\LQJ.BIF WMLIYXWMHIMHVIROLWLFDO LQIOXHQFH DQG OREE\LQJ D

/IREE\ UHJLVWHU JLQDQFLDO H[SHQGLWXUHV IRU OREE\LQJ DFWLYLWLHV

VHFXQHW LV UHJLVWHUHG LQ ERWK WKH *HUPDQ OREE\ UHYMWKH B RPG® NWKHG(8 L\WWDRE VSO UHQ B\ WKH VHFXQHW *URXS

UHJLVWHU WKXV FRPPLWWLQJ LWVHOI WR WUDQVSDUHQWRIWQ ®@REFIRQJYV DEWH YOREEHVQLQ *HUPDQ\ WRWDOHG ° 1
URXQGHG ILJXUHV IRU SUR UDWD SHUVRQQHO FRVWV LQIUDV

7UDQVSDUHQF\ 5HJLVWHU SHILVWUDWLRQ QXFRNWYV H[WHUQDO FRQVXOWLQJ DQG VXSSRUW VHUYLFHV

(8 7TUDQVSDUHQF\ 5HJLVWHU DVVRFLDWLRQ PHPEHUVKLS IHHV

/REE\ UHJLVWHU IRU OREE\LQJ YLV YLV WKH *HUPDQ %XQGHVWDJ

DQG WKH )HGHUDO *RYHUQPHQW 5 $ WRWDO RI © ZDV VSHQW RQ OREE\LQJ DFWLYLWLHV
RUJDQL]DWLRQV ™ H[FOXGLQJ (8 PHPEHU VWDWHV 7KLV VXI

3XEOLMDUYV SHUVRQQHO FRVWYV WUDYHO H[SHQVHV H[WHUQDO FRQVXC

7KH & PHPEHUVKLS IHHV DQG EDFN RIILEH D(?_|G DGPLQLVWUDWLYH FF
(2 KDV XOWLPDWH UHVSRQVLELOLW\ IRU RYHUVHHLQJ OREE\LQJ DFWLYLWLHV ZLWKLQ WK

VHEXQHW *URXS EXW KDV GHOHJDWHG RSHUDWLRQDO LPSOHPHQWDWLRQ WR WKH 3XEOLF

$IIDLUV GHSDUWPHQW 7KH 3XEOLF $IIDLUV GHSDUWPHQW LV UHVSRQVLEOH IRU GHYHORSLQJ

VWUDWHILHYVY WR UHSUHVHQW WKH VHFXQHW *URXS V LQWHUHVWYV LQ WKH SROLWLFDO DUHQD

JXUWKHUPRUH WKH 3XEOLF $1IDLUV GHSDUWPHQW DGYLVHVY DQG VXSSRUWYV PDQDJHPHQW LQ

LWV FRPPXQLFDWLRQ DQG DGYRFDF\ HITRUWV ZLWK SROLWLFDO GHFLVLRQ PDNHUV

VHFXQHW SDUWLFLSDWHYV LQ QXPHURXV LQGXVWU\ DVVRFLDWLRQV DQG DGYRFDWHV IRU D IDLU
FRPSHWLWLYH HQYLURQPHQW ,Q GRLQJ VR VHFXQHW HQVXUHV WKDW DOO SROLWLFDO OREE\LQJ
DFWLYLWLHV FRPSO\ ZLWK DQWLWUXVW UHJXODWLRQV 7KH JRDO LV WR SURPRWH IUDPHZRUN
FRQGLWLRQV WKDW VWUHQJIJWKHQ LQQRYDWLRQ DQG VDIHW\ ZLWKRXW KDUPLQJ FRPSHWLWLRQ

2EMHFWLYHY 3ROLWLFDO LQIOXHQFH DQG OREE\LQJ DFWLYLWLHYV

YRU WKH PDWWHU RI z3ROLWLFDO LQIOXHQFH DQG OREE\LQJ DFWLYLWLHV Y QR PHDVXUDEOH
UHVXOWY RULHQWHG WDUJHWYV DV GHILQHG E\ WKH (656 KDYH EHHQ HVWDEOLVKHG 7KH

HITHFWLYHQHVY RI PDQDJHPHQW SROLFLHVY DQG DFWLRQV LQ UHODWLRQ WR WKLV ULVN LV QRW
FXUUHQWO\ EHLQJ PRQLWRUHG

7KH LQIRUPDWLRQ RQ ILQDQFLDO EHQHILWV LV EDVHG RQ LQWHUQDO FRPSDQ\ VXUYH\V
$QDORJRXV WR WKH UHTXLUHPHQWYV RI WKH /REE\ 5HJLVWHU $FW D IDFWRU RI ZDV XVHG WR GHWHUPLQH SHUVRQQHO FRVWYV
7KH DPRXQW RI OREE\LQJ H[SHQGLWXUH WKDW WKH LQGLYLGXDO DVVRFLDWLRQV SODQ WR DOORFDWH IRU WKH ILQDQFLDO \HDU KDV QRW \HW EHHC
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&RPSDQ\ VSHFLILWHDMW

,QIRUPDWLRQ VHFXULW\

VHEXQHW V FXVWRPHUV DUH SULPDULO\ LQ WKH SXEOLF RHEXVURUL WD FAXRGEDFIW QPRVUVRIRDQ RD Q/GHFXQHW VXSSRUWYV VRF
LQWHUQDWLRQDO JRYHUQPHQWYV PLQLVWULHYV DJHQFSHRWHFQGE R Q@ X QU RIRFYHW OPGI OMMBERULW\ DQG GLJLWDO VRYHL
RUJDQL]DWLRQV 7KH FRPSDQ\ DOVR IRFXVHV RQ WKH *HURDRUPDRHR QROFWUMOVBHXMHWALQDWLRQ DUH IXQGDPHQWDO U
DXWKRULWLHV VXFK DV WKH SROLFH DQG ERUGHU SDWURWHHMRXQEW\HEW WY VY WHKQKMLIKXKO, ISYHBEXUTXWVLWH IRU WKLV 'LJL)
UHTXLUHPHQWYV VXFK DV KHDOWKFDUH FULWLFDO LGQUUDVMWAUNBWKER DOQXKRXQCXFWHDLWDQJ QHZ VWUXFWXUDO
FRPSDQLHYV GHSHQGHQFLHV ™ DQG KHUH WRR LQIRUPDWLRQ VHFXULW\ S

2XU FXVWRPHUV VWULYH IRU GLJLWDO VRYHUHLJQW\ ™ $W KD VLR | WHEEK B 1D WDHLGEL DADULXWAVWDARMIHW KPP HQW  ZH KDYH LGHQW
FRQWURO RYHU WKHLU GDWD :LWK VROXWLRQV IRU DGRMYXHNUP WRQIY HCAWLRWOQ LW KW IRXQ PQGHWWN WKLV LV WKH LV\
GLJLWDOL]DWLRQ RI WKH *HUPDQ $UPHG )RUFHV VHFXDWWULPDNHMY DL QVWXGL IREPQRN F\EHUVHFXULW\ GDWD SURWHF
FROQOWULEXWLRQ WR QDWLRQDO VRYHUHLJQW\ E\ HQDEOLQJ WKH VHFXUH SURFHVVLQJ RI VWDWH

VHFUHWYV 7KH IROORZLQJ LPSDFWV ULVNV DQG RSSRUWXQLWLHYV KDYH
BRVLWLRQ LQ WKH,YDOXH

.52V FP%LQE 5> 7LPH KRULJRQ
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&RQWULEXWLRQ WR LQIRUPDWLRQ DQG GDWD VHFEXULW\ _ _
VHFXQHW LV D WUXVWHG SURYLGHU LQ WKH ILHOG RI ,7 VHFXULW\ DQG HQVxUHW§BRVIF/AME K SPAWDIb L ipwire !

6XVWDLQHG GHPDQG IRU VHFXQHW SURGXFWV
(IIHFWLYH UHOLDEOH ,7 VHFXULW\ HQVXUHV WUXVWZRUWK\ GLILWDOL]DWLRQ2IRIRBEXMMWRMHUYV VXVWDLQHG GHPDQG IRU VHFXQHW
SURGXFWYV DQG WKXV ORQJ WHUP EXVLQHVV VXFFHVV IRU VHEXQHW

/IRVV RI WUXVW
6\VWHPDWLF ZHDNQHVVHV GHVWUR\ WUXVW LQ VHFXQHW DQG LWV EXVLQHVV BRBMO ZKLFK FDQ OHDG WR D GHFOLQH LQ RUGHUV DQG
UHYHQXH ORVVHV




ODQODIHPHOQW 5HSR AW

7KH OLVW RI ,52V LQFOXGHV VXVWDLQDELOLW\ DVSHFWYV YXHKIFXQHW Q@ROW K IDEGKGIKWE \D S\NSRJ RASKUIH. DKW HIOHVW LQWHUQDO VWDQ
FDQ OHDG WR DGYDQWDJHY DQG GLVDGYDQWDJHV IRU FXGWRPHUNFXRVWW LYHRBRGEVRINIDWVYWHPY DQG UHVSRQVLELOLW
LPSDFWV DQG WR SRWHQWLDO SRVLWLYH DQG QHIJDWLYHGIZQBQFLDO LPSDFRAHV RBQRUWXRXWLHMWWLYHORSPHQW RI WF
DQG ULVNYV RUJDQL]DWLRQDO VHFXULW\ PHDVXUHV HQVXUHV GDWD SURW
'DWD VHFXULW\ UHTXLUHPHQWY DUH DOVR SDVVHG RQ WR V)
7KHUH DUH WKHUHIRUH PDQ\ LOWHUDFWLRQV EHWZHHQ ,BRO®IQELRYWDWHI\ DQG EXVLQHVV
PRGHO
7KH FRQFHSW V VFRSH HQFRPSDVVHV WKH HQWLUH YDOXH FKD
,QIRUPDWLRQ DQG GDWD VHFXULW\ LV D FRUH HOHPHQIWRFIXVHFKQWW\R FXNMRAHY BYOK ,Q WKH XSVWUHDP FKDLQ \
EXVLQHVV PRGHO 7KLV PHDQV WKDW RXU VWUDWHJ\ DQG& YELHZIHEH V VY QP R\GKHD GORHAHQV WRWHHD®\ FKDLQ FXVWRPHU IHHGE
OLQOQNHG WR WKHLU DFWXDO LPSDFW RQ RXU FXVWRPHUV HYDOXDWHG

7KH PDLQ ULVNV DQG RSSRUWXQLWLHV DVVRFLDWHG ZLWHKHQORQPDWRRQW HFAXW®/ \RD ULNFXIQQUHRW $* GHFLGHV RQ WKH
WKH WUXVW RXU FXVWRPHUV SODFH LQ XV VHFXULW\ JD\8V DADHYI\O LR GXEW PRYNJIRPHQWKVEHYHORSPHQW TXDOLW\
FXVWRPHU FKXUQ DQG GHFOLQLQJ UHYHQXH FRQYHUVH®XSKIOK RKDAID PIDOLMWHP B QW X DWRBPHAXYDOLW\ PDQDJHPHQW DU
VDWLVIDFWLRQ FUHDWH VXVWDLQDEOH EXVLQHVV UHODWPSBQWRHSM EWSRQ SPREDFRQWDIRIORWLREPRQLWRUHG E\ WKH
DQG KLJK SURGXFW TXDOLW\ PLWLJDWH ULVNV DQG HQKDQKH RS5PUWKIQQW L%RD U G

3ROLFLHV &XVWRPHUV DQG VWDNHKROGHUY DUH LQYROYHG LQ YDULR?>

,QIRUPDWLRQ VHFXULW\ LV DW WKH KHDUW RI RXU SURGXEB\R/SIS%JBV\V/%%QLMK L‘p(/KIFI!?l?ﬁﬁV VVK'#%%Q/L&\FRRUGLQDWLRQ RQ Q
IRU GDWD SURWHFWLRQ DQG WKH GLJLWDO VRYHUHLJQWW}EZLIJWUK #QU%%QFH'YJ\'/ RB FD%PGPLI'V\\//IYFQ'8(-‘{/\|I_|F$3 GHYHORSPHQWYV

WHFKQLFDO LPSOHPHQWDWLRQ SDUWLFXODUO\ FU\SWRJUDSKLF PHWKRGV VHFXQHW RIIHUV
RUJDQL]DWLRQDO FRQVXOWLQJ LQ DFFRUGDQFH zLWK wKkfAFRWERQV

7KH PRVW LPSRUWDQW DFWLRQV IRU HQVXULQJ SRVLWLYH LI
2XU ,7 VHFXULW\ SDUWQHUVKLS ZLWK WKH )HGHUDO 5HSMERUA BUREXPWE\D Q@Y ZR®OVDRQV DV ZHOO DV VXSSOHPHQ
QXPHURXV SURGXFWV DSSURYHG DQG FHUWLILHG E\ WKH RHGBIQD]® WLIR OB ORGD,\WDRSBERWHRWLRQ DFWLRQV 4XDOLW\ DV

6HFXULW\ %6, GHPRQVWUDWH WKLV FRPPLWPHQW DRBXQAM. GBQWRP D/XSSHRRIMOW IWIVUDQWHH WKH HITHFWLYHQH V)
FXVWRPHUV GDWD VHFXULW\ WKURXJK FRQVXOWLQJ VHUYLFHV LQ LQIRUPDWLRQ VHFXULW\
PDQDJHPHQW DQG GDWD SURWHFWLRQ $FWLRQ SODQV DQG UHVRXUFH DOORFDWLRQV DUH SDUW RI \

DQG DUH FRQILGHQWLDO 7KH UHVRXUFHV XVHG IRU WKLV S
7KH LQFUHDVLQJ GLJLWDOL]DWLRQ LQ WKH FORXG OLQNVSHUVRBRHION \FRMWK GLQLEDRGKEWH PHDLIRIWHPHQW GHYHORSPFH
'LWK WKH 6,1$ &ORXG VHFXQHW KDV GHYHORSHG D FHUYHJIXOBWR WRORXGLSODWI AHF WRGBW XVWRPHU VXSSRUW
HQDEOHV FXVWRPHUV WR RSHUDWH KLJKO\ VHFXUH DQG LQGHSHQGHQW FORXG
LQIUDVWUXFWXUHV 7KH VHFXULW\ PHFKDQLVPV Rl WKH ,@GBFOWMRR® VZHUH SRISHEWHBOLYHFXULW\ YXOQHUDELOLWLH\

IRU SURFHVVLQJ FODVVLILHG LQIRUPDWLRQ XS WR WKMXY8&BUMWFOWKN LWEFDWHROUDO 2I1ILFH IRU ,QIRUPDWLRQ 6HFXU
HYDOXDWHG DQG DGGUHVVHG ZLWK DSSURSULDWH DFWLRQV
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XSGDWHV RU EXJ IL[HV 7KHVH DFWLRQV XQGHUJR LQWHUQDO TXDOLW\ DVVXUDQFH DQG LI
QHFHVVDU\ %6, DSSURYDO

7TKHVH DFWLRQV DUH RQJRLQJ DQG DSSO\ WR DOO FXVWRPHUV DQG HQG XVHUV 7KH
DVVRFLDWHG H[SHQVHYVY DQG LQYHVWPHQWY FRUUHVSRQG WR WKH DPRXQWY UHSRUWHG LQ WKH
DQQXDO ILQDQFLDO VWDWHPHQWY 1R VSHFLILF WDUJHWV ZHUH VHW IRU WKH LQGLYLGXDO
DFWLRQV 7KH HIIHFWLYHQHVY RI WKH DFWLRQV LV UHIOHFWHG LQ FXVWRPHU VDWLVIDFWLRQ
PDUNHW DFFHSWDQFH DQG EXVLQHVV VXFFHVYV

&XVWRPHU VDWLVIDFWLRQ 136 DQG &5,
‘H FRQGXFW D FXVWRPHU VDWLVIDFWLRQ VXUYH\ DQQXDOO\

JRU WKLV SXUSRVH WKH 1HW 3URPRWHU 6FRUH 136 LV FDOFXODWHG 7KH 136 LV D PHWKRG

IRU HDVLO\ PHDVXULQJ FXVWRPHU VDWLVIDFWLRQ ZLWK D VSHFLILF EUDQG RU FRPSDQ\ DQG
LWV SURGXFWV $ VKRUW VXUYH\ DVNV FXVWRPHUV DERXW WKHLU ZLOOLQJQHVV WR UHFRPPHQG
WKH EUDQG RU FRPSDQ\ 7KH JRDO LV WR PDLQWDLQ RU H[FHHG WKH SUHYLRXV \HDU V 136

2Q D VFDOH RI WR UHVSRQGHQWY FDQ LQGLFDWH WKHLU DJUHHPHQW ZLWK WKH VLPSOH
TXHVWLRQ :RXOG \RX UHFRPPHQG VHFXQHW WR RWKHUV" $00 UHVSRQGHQWYV ZKR
FKRRVH WR DUH FRQVLGHUHG WR EH FULWLFV UDWLQJV RI DQG DUH GLVUHJDUGHG
DQG RQO\ WKRVH ZKR FKRRVH RU DUH FRXQWHG DV SURPRWHUV $Q LQGH[ LV WKHQ
FDOFXODWHG SURPRWHUV &ULWLFV 136 ZLWK D YDOXH EHWZHHQ DQG

7KLV VHUYHV DV DQ LQGLFDWRU RI FXVWRPHU OR\DOW\ DQG UHWHQWLRQ

+RZHYHU WKH 136 LV VWDWLVWLFDOO\ XQUHOLDEOH DQG UHPDLQV YDJXH 7KHUHIRUH ZH DOVR
GHWHUPLQH WKH &XVWRPHU 5HWHQWLRQ ,QGH[ &5, XVLQJ IRXU DGGLWLRQDO TXHVWLRQV
RYHUDOO VDWLVIDFWLRQ FRQWLQXDWLRQ RI WKH FXVWRPHU UHODWLRQVKLS SHUFHLYHG
FRPSHWLWLYH DGYDQWDJH OLNHOLKRRG RI UHFRPPHQGDWLRQ 7KLV SURYLGHV XV ZLWK

IXUWKHU LQIRUPDWLRQ RQ WKH GHJUHH RI FXVWRPHU OR\DOW\ EDVHG RQ DQ LQGH]
QXPEHU

WRWK LQGLFDWRUV LQFUHDVHG LQ FRPSDUHG WR

&XVWRPHU VDWLVIDFWLRQ LQGLFDWRU

136

&5,
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'‘DWD SRLQWYV IURP (8 OHJLVODWLRAQ

7KH IROORZLQJ WDEOH FRQWDLQV WKH GDWD SRLQWYVY GHULYHG IURP RWKHU (8 OHJLVODWLRQ
OLVWHG LQ $QQH[ % RI (656 W VKRZV ZKHUH WKHVH GDWD SRLQWY FDQ EH IRXQG LQ RXU
UHSRUW DQG LGHQWLILHY WKRVH WKDW KDYH EHHQ FODVVLILHG DV YQRW PDWHULDOY

§ 1IRW PDWHURN®DWLRQ QRW PDWHULDO WR UHSRUWLQJ

8§ 1RW UHOHYDIRWPDWLRQ QRW UHOHYDQW WR EXVLQHVV RSHUDWLRQV ig _
LTI .
o o @320 oI o
T 2T 29I 33 5
oI 2T oXT Q4 T3
"LVFORVXUH I 1I III O g
UHTXLUHPHQW 'DWD SRLOWFULSWLRQ ©> ™2 555 -0 ® o
(656 *29 G %RDUGeV JHQGHU GLYHUVLW\ [ [ s
(656 *29 H 3HUFHQWDJH RI ERDUG PHPEHUV ZKR DUH LQGHSHQGHQW [ s
(656 *29 6WDWHPHQW RQ GXH GLOLJHQFH [ s
(656 6%0 G L ,QYROYHPHQW LQ DFWLYLWLHY UHODWHG WR IRVVLO IXHO [ [ [ 1RW UHOHYDQW
(656 6%0 G LL,QYROYHPHQW LQ DFWLYLWLHY UHODWHG WR FKHPLFDO SURGXFWLRQ [ [ 1RW UHOHYDQW
(656 6%0 G LLLQYROYHPHQW LQ DFWLYLWLHV UHODWHG WR FRQWURYHUVLDO ZHDSRQV [ [ 1RW UHOHYDQW
(656 6%0 G LY ,QYROYHPHQW LQ DFWLYLWLHY UHODWHG WR WKH FXOWLYDWLRQ DQG SURGXFWLRQ RI WREDFFR 1RW UHOHYDQW
(656 ( 7UDQVLWLRQDO SODQ WR UHDFK FOLPDWH QHXWUDOLW\ E\ 1RW UHOHYDQW
(656 ( J 8QGHUWDNLQJV H[FOXGHG IURP WKH 3DULV DOLJQHG EHQFKPDUNYV [ [ 1RW UHOHYDQW
(656 ( *+* HPLVVLRQ UHGXFWLRQ WDUJHWV [ [ [ 1RW UHOHYDQW
(656 ( (QHUJ\ FRQVXPSWLRQ IURP IRVVLO IXHOV EURNHQ GRZQ E\ VRXUFH KLJK FOLPDWH LPSDFW VHFWRUV RQRW UHOHYDQW
(656 ( (QHUJ\ FRQVXPSWLRQ DQG HQHUJ\ PL[ [ s
(656 ( (QHUJ\ LQWHQVLW\ DVVRFLDWHG ZLWK DFWLYLWLHV LQ KLJK FOLPDWH LPSDFW VHFWRUNV 1RW UHOHYDQW
(656 ( *URVV *+* HPLVVLRQV RI 6FRSH DQG DV ZHOO DV WRWDO *+* HPLVVLRQV [ [ [ s
(656 ( ,OWHQVLW\ RI JURVV JUHHQKRXVH JDV HPLVVLRQV [ [ S
(656 ( 5HPRYDO RI JUHHQKRXVH JDVHV DQG FDUERQ FHUWLILFDWHYV 1RW UHOHYDQW
(656 ( ([SRVXUH Rl WKH EHQFKPDUN SRUWIROLR WR FOLPDWH UHODWHG SK\VLFDO ULVNYV [ 1RW UHOHYDQW




NDONIHPHQW 5HSR AW

T
[V —
A z
[ T -
I & 221 32 o
o o 220 oI a
T 2z iDI o 5‘
o) 83 U_SD 53 T
T
wEZ oX 95T InN Iz
‘LVFORVXUH I ST ITI 0 a6
UHTXLUHPHQW 'DWD SRLOMWFULSWLRQ ©3 ®m> 522 <0 ™o
(656 ( D "LVDJJUHJDWLRQ RI PRQHWDU\ DPRXQWV E\ DFXWH DQG FKURQLF SK\VLFDO ULVN /RFDWLRQ RI VLIQLILFDQW DVVHWYV DW PDWH
SK\VLFDO ULVN [ 1RW UHOHYDQW
(656 ( F %UHDNGRZQV RI WKH FDUU\LQJ YDOXH RI LWV UHDO HVWDWH DVVHWYV E\ HQHUJ\ HIILFLHQF\ FODVVHV 1RW UHOHYDQW
(656 ( "HJUHH RI SRUWIROLR H[SRVXUH WR FOLPDWH UHODWHG RSSRUWXQLWLHV [ 1RW UHOHYDQW
(656 ( $PRXQW RI HDFK SROOXWDQW OLVWHG LQ $QQH[ ,, RI WKH (/3575 5HIXODWLRQ (XYRSHDQ 3ROOXWDQW SHQHAMMRQEJUPQVIHL
5HIJLVWHU HPLWWHG WR DLU ZDWHU DQG VRLO
(656 ( ':DWHU DQG PDULQH UHVRXUFHV [ 1RW PDWHULDO
(656 ( "HGLFDWHG SROLF\ [ 1RW PDWHULDO
(656 ( 6XVWDLQDEOH RFHDQV DQG VHDV [ 1RW PDWHULDO
(656 ( F 7RWDO DPRXQW RI UHFRYHUHG DQG UHXVHG ZDWHU [ 1RW PDWHULDO
(656 ( 7RWDO ZDWHU FRQVXPSWLRQ LQ P SHU QHW UHYHQXH IURP RZQ DFWLYLWLHV [ 1RW PDWHULDO
(656 6%0 ( D L & [ 1RW PDWHULDO
(656 6%0 ( E S [ 1RW PDWHULDO
(656 6%0 ( F 8 [ 1RW PDWHULDO
(656 ( E 6XVWDLQDEOH SUDFWLFHV RU SROLFLHV LQ WKH ILHOG RI ODQG XVH DQG DJULFXQWXUH 1RW PDWHULDO
(656 ( F 6XVWDLQDEOH SURFHVVHV RU SROLFLHV LQ WKH ILHOG RI RFHDQV VHDV [ 1RW PDWHULDO
(656 ( G 3ROLFLHV WR DGGUHVV GHIRUHVWDWLRQ [ 1RW PDWHULDO
(656 ( G 1RQ UHF\FOHG ZDVWH [ s
(656 ( +D]DUGRXV DQG UDGLRDFWLYH ZDVWH [ 1RW UHOHYDQW
(656 6%0 6 [ 5LVN RI IRUFHG ODERU [ 1RW UHOHYDQW
(656 6%0 6 J &KLOG ODERU [ 1RW UHOHYDQW
(656 6 &RPPLWPHQWYV LQ WKH DUHD RI KXPDQ ULJKWV SROLF\ [ s
(656 6 'XH GLOLJHQFH SROLFLHV RQ LVVXHV DGGUHVVHG E\ WKH IXQGDPHQWDO FRQYHQWLRQV WR RI WKH ,QWHUQDWLRQDO /DERX
2UJDQL]DWLRQ
(656 6 3URFHVVHV DQG PHDVXUHV WR SUHYHQW KXPDQ WUDIILEFNLQJ [ s
(656 6 :RUNSODFH DFFLGHQW SUHYHQWLRQ SROLF\ RU PDQDJHPHQW V\VWHP [ s
(656 6 F *ULHYDQFH FRPSODLQV KDQGOLQJ VI\VWHP [ s
(656 6 E F 1XPEHU RI IDWDOLWLHY DQG QXPEHU DQG UDWH RI ZRUN UHODWHG DFFLGHQWV [ [ s
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(656 6 H 1XPEHU RI GD\V ORVW GXH WR LQMXULHV DFFLGHQWVYV IDWDOLWLHV RU LOOQHVV [ s
(656 6 D 8QDGMXVWHG JHQGHU SD\ JDS [ [ s
(656 6 E (IFHVVLYH UHPXQHUDWLRQ RI PHPEHUV Rl WKH PDQDJHPHQW ERGLHV [ S
(656 6 D ,QFLGHQWYV RI GLVFULPLQDWLRQ [ s
(656 6 D 1RQ FRPSOLDQFH ZLWK WKH 8QLWHG 1DWLRQV *XLGLQJ 3ULQFLSOHV RQ %XVLQHVY DQG +XPQOQ 5LJKWV DQS WKH 2(&' *XLGHOLQ
(656 6%0 6 E 6LJQLILFDQW ULVN RI FKLOG ODERU RU IRUFHG ODERU LQ WKH YDOXH FKDLQ [ s
(656 6 &RPPLWPHQWYV LQ WKH DUHD RI KXPDQ ULJKWV SROLF\ [ s
(656 6 3ROLFLHY UHODWHG WR ZRUNHUV LQ WKH YDOXH FKDLQ [ S
(656 6 1RQ FRPSOLDQFH ZLWK WKH 8QLWHG 1DWLRQV *XLGLQJ 3ULQFLSOHV RQ %XVLQHVV DQG +XPQOQ 5LJKWV DQ® \WKH 2(&' *XLGHOLQ
(656 6 'XH GLOLJHQFH SROLFLHV LQ UHODWLRQ WR LVVXHV DGGUHVVHG LQ )XQGDPHQWDP &RQYHQWLRQV WR RI WKH ,QWHUQDWLRG
2UJDQL]DWLRQ
(656 6 +XPDQ ULJKWV LVVXHV DQG LQFLGHQWYV ZLWKLQ WKH XSVWUHDP DQG GRZQVWUHDP YDOXH FKDLQ s
(656 6 +XPDQ ULJKWV SROLF\ FRPPLWPHQWYV [ 1RW PDWHULDO
(656 6 1RQ FRPSOLDQFH ZLWK WKH 8QLWHG 1DWLRQV *XLGLQJ 3ULQFLSOHV RQ %XVLQHVY DQG +XPRQ 5LIKWV jWiKH, /2 3ULQELSOHV R
2(& *XLGHOLQHV
(656 6 +XPDQ ULJKWV LVVXHV DQG LQFLGHQWYV [ 1RW PDWHULDO
(656 6 3ROLFLHY UHODWHG WR FRQVXPHUV DQG HQG XVHUV [ 1RW PDWHULDO
(656 6 1RQ FRPSOLDQFH ZLWK WKH 8QLWHG 1DWLRQV *XLGLQJ 3ULQFLSOHV RQ %XVLQHVY DQG +XPQOQ 5LIKWV DG MOWMHAED OXLGHOLQ
(656 6 +XPDQ ULJKWV LVVXHV DQG LQFLGHQWYV [ 1RW PDWHULDO
(656 * h E SQLWHG 1DWLRQV &RQYHQWLRQ DJDLQVW &RUUXSWLRQ [ S
(656 * h G 3URWHFWLRQ RI ZKLVWOHEORZHUV [ s
(656 * h G )LQHV IRU RIIHQFHV DJDLQVW FRUUXSWLRQ DQG EULEHU\ UHJXODWLRQV [ [ s
(656 * h E 6WDQGDUGVY RI DQWL FRUUXSWLRQ DQG DQWL EULEHU\ [ s
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SHSRUW RI WKH ODQDJHPHQW
%RDUG SXUVXDQW WR 6HFWLRQ
$NW*

3IXUVXDQW WR 6HFWLRQ RI WKH *HUPDQ 6WRFN &RUSRUDWLRQ $FW $NW* WKH
ODQDJHPHQW %RDUG KDV LVVXHG D UHSRUW RQ WKH UHODWLRQV ZLWK DIILOLDWHG
FRPSDQLHV IRU WKH ILQDQFLDO \HDU 7KH UHSRUW FRQWDLQV WKH IROORZLQJ FORVLQJ

VWDWHPHQW W LV KHUHE\ GHFODUHG WKDW DFFRUGLQJ WR WKH FLUFXPVWDQFHV NQRZQ WR
WKH ODQDJHPHQW %RDUG DW WKH WLPH WKH UHVSHFWLYH OHJDO WUDQVDFWLRQV ZHUH
XQGHUWDNHQ RXU &RPSDQ\ UHFHLYHG DQ DSSURSULDWH FRQVLGHUDWLRQ IRU HDFK RI WKH
WUDQVDFWLRQV OLVWHG DQG ZDV QRW GLVDGYDQWDJHG 7KLV DVVHVVPHQW KDV EHHQ PDGH

RQ WKH EDVLV RI WKH FLUFXPVWDQFHVY NQRZQ DW WKH WLPH RI WKH UHSRUWDEOH
WUDQVDFWLRQV 7KHUH ZHUH QR IXUWKHU UHSRUWDEOH OHJDO WUDQVDFWLRQV PHDVXUHV RU
RPLVVLRQV LQ DGGLWLRQ WR WKRVH UHSRUWHG

(VWVHQ ODUFK

ODUF -XOLDQ 6LHZHUW 7TRUVWHQ +HQQ

‘U .DL ODUWLXV -HVVLFD 1RVSHUV



W | DQFH VKHHW

GDWHG PHIQW LEILW RU ORVYV

VHFXQHW 6HFXULW\ lHWZRUNV $* (VVHQ ‘_&Pﬂ\/:\’:IGn\I\IHG \/\I\In\I\IHDHﬂ\I{I R|FFESUHKHQVLYH

IR,RQ\/ROI GDWHG \/\I\ID\I\IHPIHQW R1 FEK IORZV

I&PQ\/P(’)I GDWHG \/\I\II')\I\IHDHQ\AIIRl FBQJHV LQ HTXL

L’I_RAALHAMALEJALK_H_&R_QALE_D_I_G_DJALH.G_I)LEQFLDO 6WDW

[cchstocHow $XxGIWRU V 5HSRUW__]

[sHvsrQviEl Ol W\ VWDWHPHQW ]




RRQVROILGDWHG )IQDQELDO &WRWH P HORYV

&RQVROLGDWHG VWDWHPHQW RI

DFFRUGLQJ WR ,)56 DV DW 'HFHPEHU

$VVHWYV

EDODQFH VKHHW

(TXLW\ DQG OLDELOLWLHV

LQ HXURYV 1RWH

'HF

"HF

&XUUHQW DVVHWYV

LQ HXURV

1RWH

&DVK DQG FDVK HTXLYDOHQWYV

&XUUHQW OLDELOLWLHV

7UDGH UHFHLYDEOHYV

7UDGH DFFRXQWYV SD\DEOH

JLODQFLDO DVVHWYV IURP DIILOLDWHG FRPSDQLHV

/LDELOLWLHV WR DIILOLDWHG FRPSDQLHV

/HDVH OLDELOLWLHYV

&RQWUDFW DVVHW

,QYHQWRULHYV

6KRUW WHUP ORDQV DQG FXUUHQW SRUWLRQ RI ORQJ WHUP

ORDQV

2WKHU FXUUHQW DVVHWYV

2WKHU SURYLVLRQV

,QFRPH WD[ UHFHLYDEOHYV

,QFRPH WD[ OLDELOLWLHV

7TRWDO FXUUHQW DVVHWYV

2WKHU FXUUHQW OLDELOLWLHYV

1RQ FXUUHQW DVVHWYV

&RQWUDFW OLDELOLWLHV

7TRWDO FXUUHQW OLDELOLWLHV

3URSHUW\ SODQW DQG HTXLSPHQW

5LJKW RI XVH DVVHWYV

1RQ FXUUHQW OLDELOLWLHYV

,QWDQJLEOH DVVHWYV

/HDVH OLDELOLWLHYV

*RRGZLOO

2WKHU QRQ FXUUHQW OLDELOLWLHYV

1RQ FXUUHQW ILQDQFLDO DVVHWYV

'"HIHUUHG WD[HV

'"HIHUUHG WD[HV

3URYLVLRQV IRU SHQVLRQV

2WKHU QRQ FXUUHQW DVVHWYV

2WKHU SURYLVLRQV

7RWDO QRQ FXUUHQW DVVHWYV

&RQWUDFW OLDELOLWLHV

7TRWDO QRQ FXUUHQW OLDELOLWLHYV

(TXLW\

6XEVFULEHG FDSLWDO

&DSLWDO UHVHUYHV

2WKHU UHVHUYHV

5HWDLQHG HDUQLQJV

(TXLW\ DWWULEXWDEOH WR SDUHQW FRPSDQ\ VKDUHKROGHUYV

1RQ FRQWUROOLQJ LQWHUHVWYV

7RWDO HTXLW\

7RWDO DVVHWV

7RWDO HTXLW\ DQG OLDELOLWLHV
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&§RQVROLGDWHG VWDWHPHQW RI SURILW RU ORVYV

DFFRUGLQJ WR ,)56 IRU WKH SHULRG IURP -DQXDU\ WR '"HFHPEHU

LQ HXURV 1RWH

6DOHV UHYHQXH

&RVW RI VDOHV

*URVV SURILW RQ VDOHYV

6HOOLQJ H[SHQVHYV

5HVHDUFK DQG GHYHORSPHQW FRVWV

*HQHUDO DGPLQLVWUDWLYH FRVWYV

,PSDLUPHQW ORVVHV RQ WUDGH UHFHLYDEOHY DQG FRQWUDFW DVVHWYV

2WKHU RSHUDWLQJ LQFRPH

2WKHU RSHUDWLQJ H[SHQVHV

(DUQLQJV EHIRUH LQWHUHVW DQG WD[HV (%,7

,QWHUHVW LQFRPH

L QWHUHVW H[SHQVHV

2WKHU ILQDQFLDO UHVXOW

(DUQLQJV EHIRUH WD[HV (%7

,QFRPH WD[HV

*URXS SURILW IRU WKH SHULRG

RI ZKLFK DWWULEXWDEOH WR VKDUHKROGHUV RI VHFXQHW $*

Rl ZKLFK DWWULEXWDEOH WR PLQRULW\ LQWHUHVWV

(DUQLQJV SHU VKDUH GLOXWHG EDVLF

$YHUDJH QXPEHU RI VKDUHV RXWVWDQGLQJ GLOXWHG EDVLF XQLWV
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&RQVROLGDWHG VWDWHPHQW RI FRPSUHKHQVLYH LQF

DFFRUGLQJ WR ,)56 IRU WKH SHULRG IURP -DQXDU\ WR '"HFHPEHU

LQ HXURV 1RWH

*URXS SURILW IRU WKH SHULRG

,WHPV QRW UHFODVVLILHG WR WKH VWDWHPHQW RI SURILW RU ORVV

5HYDOXDWLRQ RI GHILQHG EHQHILW SHQVLRQ SODQV

,QFRPH WD[ DWWULEXWDEOH WR FRPSRQHQWYV RI RWKHU FRPSUHKHQVLYH
LQFRPH ORVYV

2WKHU FRPSUHKHQVLYH LQFRPH ORVYV

&RQVROLGDWHG FRPSUHKHQVLYH LQFRPH ORVV
RI ZKLFK DWWULEXWDEOH WR VKDUHKROGHUV RI VHFEXQHW $*

RI ZKLFK DWWULEXWDEOH WR PLQRULW\ LQWHUHVWV
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&§RQVROLGDWHG VWDWHPHQW RI FDVK IORZYV

DFFRUGLQJ WR ,)56 IRU WKH SHULRG IURP -DQXDU\ WR '"HFHPEHU

LQ HXURV

&DVK IORZ IURP RSHUDWLQJ DFWLYLWLHYV

(DUQLQJV EHIRUH WD[HV (%7

'HSUHFLDWLRQ RI WDQJLEOH DQG LQWDQJLEOH DVVHWYV

2WKHU QRQ FDVK LQFRPH

&KDQJH LQ SURYLVLRQV

%RRN ORVVHV IURP WKH GLVSRVDO RI LQWDQJLEOH DVVHWY DQG SURSHUW\ SODQW DQG HTXLSPHQW

,QWHUHVW UHVXOW

&KDQJH LQ UHFHLYDEOHV FRQWUDFW DVVHWV LQYHQWRULHV DQG RWKHU DVVHWV

&KDQJH LQ OLDELOLWLHY DQG FRQWUDFW OLDELOLWLHV

7D[ SDLG

&DVK IURP RSHUDWLQJ DFWLYLWLHV

&DVK IORZ IURP LQYHVWLQJ DFWLYLWLHV
3XUFKDVH RI LQWDQJLEOH DVVHWY DQG RI SURSHUW\ SODQW DQG HTXLSPHQW

B3URFHHGV IURP WKH GLVSRVDO RI LQWDQJLEOH DVVHWY DQG RI SURSHUW\ SODQW DQG HTXLSPHQW

3XUFKDVH RI ILQDQFLDO DVVHWYV

3URFHHGV IURP ILQDQFLDO DVVHWV

$FTXLVLWLRQ RI VXEVLGLDULHY OHVV DFTXLUHG FDVK

&DVK RXWIORZ IURP LQYHVWLQJ DFWLYLWLHV

&DVK IORZ IURP ILQDQFLQJ DFWLYLWLHYV

3D\PHQWV WR PLQRULW\ VKDUHKROGHUV

3URFHHGV IURP VKRUW WHUP RU ORQJ WHUP ORDQV

'LYLGHQG SD\PHQW

&DVK SD\PHQWYV IRU WKH SULQFLSDO SRUWLRQ RI WKH OHDVH OLDELOLW\

,QWHUHVW UHFHLYHG

,QWHUHVW SDLG

/RDQ UHSD\PHQWYV
&DVK RXWIORZ IURP ILQDQFLQJ DFWLYLWLHYV

&KDQJH LQ FDVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWYV DW WKH EHJLQQLQJ RI WKH SHULRG

&DVK DQG FDVK HTXLYDOHQWY DW WKH HQG RI WKH SHULRG

JRU IXUWKHU H[SODQDWLRQV VHH 1RWH
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&RQVROLGDWHG VWDWHPHQW RI FKDQJHYVY LQ HTXLW\

DFFRUGLQJ WR ,)56 IRU WKH SHULRG IURP -DQXDU\ WR 'HFHPEHU
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(TXLW\ DV DW 'HF -DQ

*URXS SURILW IRU WKH SHULRG -DQ WR 'HF

2WKHU FRPSUHKHQVLYH LQFRPH ORVV |IRU WKH
SHULRG -DQ WR 'HF

&RQVROLGDWHG FRPSUHKHQVLYH LQFRPH
IRU WKH SHULRG -DQ WR 'HF

'LYLGHQG SD\PHQW

(TXLW\ DV DW 'HF -DQ

&KDQJH LQ FRQVROLGDWHG JURXS

*URXS SURILW IRU WKH SHULRG -DQ WR 'HF

2WKHU FRPSUHKHQVLYH LQFRPH ORVV |IRU WKH
SHULRG -DQ WR 'HF

&RQVROLGDWHG FRPSUHKHQVLYH LQFRPH
IRU WKH SHULRG -DQ WR 'HF

'LYLGHQG SD\PHQW

(TXLW\ DV DW 'HF

JRU IXUWKHU LQIRUPDWLRQ RQ WKH GHYHORSPHQW RI WKH *URXS V HTXLW\ VHH 1RWH
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1RWHV WR WKH &4RQVROLGDWHG )LQDQFLDO 6WDWHPF

IRU ILQDQFLDO \HDU DFFRUGLQJ WR ,)56
'"HFODUDWLRQ RI FRPSOLDQFH ZLWK ,)56
* 7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHSD
HQHUDO SULQFLSOHV ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV ,)56 I
5HSRUWLQJ FRPSDQ\ 8QLRQ 7KH UHTXLUHPHQWY RI 6HFWLRQV DQG H RI Wk

VHEXQHW 6HFXULW\ THWZRUNV $NWLHQJHVHOOVFKDIW KIEFFbofwhiu BRI EENG wr bV REFPOERPEROR LVVXHG El WK

$* RU VHFXQHW LV UHJLVWHUHG ZLWK WKH (VVHQ /RFD8V&|—RI QR/WLﬁQIDSQ§FEE%QWLQJ 6WDQGDUGV %RDUG ,$6% WK

,W LV D OLVWHG FRPSDQ\ LQ WKH 3ULPH 6WDQGDUG VHJP '?AP?&PW\Q U%I%XOW%W%&QWL‘]‘H&\%]HL PWLRQV Rl 'WKH , QWHUG

JUDQNIXUW WV DGGUHVV LV VHFXQHW G6HFXULW\ 1% QHBHUW@WWBQ%J&@ﬁ%H@WWﬁMM)'& DPQG WKRVH Rl WKH
XUI%UVWHQVWUDY H (VVHQ *HUPDQ\ &RPPLWWHH" 6,& $00 VWDQGDUGYV DQG LQWHUSUHWDWLRQV

$FFRXQWLQJ 6WDQGDUGV %RDUG ,$6% DQG DSSOLFDEOH DW

VHFXQHW *URXS KHUHLQDIWHU ZVHFXQHWY DQG VHFXQHWE'HEE%QN\%P'IE\R/‘%HGNU‘ DQ(R/L\H-%VVWDWHPHQWV DUH DSSOLH

LV D *HUPDQ SURYLGHU RI KLJK TXDOLW\ F\AEHUVHFXULW %%I)J(Y/\H_%d%) E’I)V E IS y \)%II(JIX\{JL H\VSHFW WKH FRQVROLGDW

SDUWQHU RI WKH )HGHUDO 5HSXEOLF RI *HUPDOQ\ VHFXQMWFﬁﬂﬁWﬁycS%EB I—O\V%I %U)%GOLHQWV
DQG SULYDWH FRPSDQLHV D FRPSUHKHQVLYH SURGXFW DOG FROVXOWLQJ SRUWIROLR IRU WKH

SURWHFWLRQ Rl GDWD LQIUDVWUXFWXUH DQG cLILwDO 'FHERAWRRALCBY % S RBRARRO SYRUWB R RYY DQG\NKHfRPE
WUDQVPLVVLRQ VWRUDJH DQG SURFHVVLQJ 7KLV LQMHGRDQRWIPHRWy PESRYY 15HWEIKH (¢ RPSDQY DQG WKH *URXS

FRPSRQHQWYVY ZLWK %6, DSSURYHG HQFU\SWLRQ WHFKQRORSHL FR WK 7ARRNS HE R UL K IROORZLQJ WKHLU
OHYHO

'LVFORVXUH
VHFXQHW FRYHUV WKH HQWLUH YDOXH FKDLQ [IURP D/HORRION RO DEHMEL JQQ WERIRXOKVWDWHPHQWY ™ OLNH WKH LC
GHYHORSPHQW WR LQWHJUDWLRQ RSHUDWLRQ PDLQWHYBRXG®HWQ VXSSERHWLOHGR2XWKRWKH RSHUDWRU RI WKH F
,WV RIITHULQJY DUH W\SLFDOO\ JHDUHG WRZDUGV ODUJH S/FBO®@LH K 96U DNV KHIXHDN WHHY DRE\IRFXKW DYDLODEOH IRU GRZ
RQ DUHDV ZLWK VSHFLILF ,7 VHFXULW\ UHTXLUHPHQWYVY FZZX\EHFERX) H\WDERE FRP R XO) XA K YVYHDWON ROVR EH UHTXHVWH(
,QWHUQHW RI 7KLQJVY H*RYHUQPHQW H+HDOWK DQG ELRPHRXQHW $* DW WKH DERYH DGGU&RRSRQ\YV HRAHG W WKH
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3DUHQW FRPSDOQ\ 1HZ DFFRXQWLQJ VWDQGDUGYV
7KH SDUHQW FRPSDQ\ LV *LHVHFNH '"HYULHQW *PE+ OXQLFKH WRKRB&WVAE EWPHREGWUGY DQG LQWHUSUHWDWLRQV KDG EF
VWDNH LQ VHFXQHW $* SUHSDUDWLRQ RI WKH ILQDQFLDO VWDWHPHQWVY EXW ZHUH

DFFRUGLQJ WR WKH UHTXLUHPHQWY RI WKH VWDQGDUG RU L

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV Rl VHFXQEBWHE LRARYDRRDWKRGDIWHER WGEWRSWRR ODZ E\ WKH (8
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI 0& )DPLOLHQJHVHOOVFKDIW PE+ OXQLFK YLD
WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV RI *LHVHW®Nbc bk ¥ U LevQMW s W@y EK D IW P LW JLUVW WLPH DGRSWLRQ
EHVFKUSQNWHU +DIWXQJ OXQLFK VPDOOHVW JURXS RI FRQVROLGDWHG FRPSDQLHV 0&
)DPLOLHQJHVHOOVFKDIW PE+ SUHSDUHV WKH FRQVROLG DWHQ GH® DEPRICH OCY WD WAPRHHRNQVRIRRBRHWHG E\ "HF
ODUJHVW JURXS RI FRPSDQLHV 7KH FRQVROLGDWHG I FHOWY WK DSPHPH QRAOWLRQ 00X 0HDVXUHPHQW RI JLQRQFLDO
)DPLOLHQJHVHOOVFKDIW PE+ DQG *LHVHFNH '"HYULHQW * ANV EER
+DIWXQJ DUH ILOHG ZLWK WKH RSHUDWRU RI WKH FRPPHUFIBGEIRYY Y nQQX PO PSURYHPHOWY WR )86 ™ SROXPH )<

)56

JLUVW WLPH DSSOLFDWLRQ RI QHZ DQG DPHQGH GsAHWID Q@D WK, YVs8REWGDFWV 5HIHUHQFLQJ 1DWXUH GHSHQGHQW

LQWHUSUHWDWLRQYV bPQG ,)56 (OHFWULFLW\

)56 BUHVHQWDWLRQ DQG 'LVFORVXUH LQ )LQDQFLDO
6LOQFWKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DV DW 'HFHPEHU swbwWHPHQWAKH

IROORZLQJ QHZ DQG DPHQGHG VWDQGDUGY DQG LQWHUSUHWDWLRQV ZHUH WR EH DSSOLHG
IRU WKH ILUVW WLPH GXH WR WKHLU DGRSWLRQ LQWR (8 ©DIRGS WIPRR UWGH/P HOW HR 1D OF KIHH 6 ©VWWKH (8

LOWR IRUFH RI WKH UHJXODWLRQ )56 6XEVLGLDULHV ZLWKRXW 3XEOLF $FFRXQWD)ELOLW\
"LVFORVXUHYV
(IITHEWLYH IRU I1LQDQBfDO 7UDQVODWLRQ WR D +\SHULQIODWLRQDU\ )<

6WDQGDUG \HDUV EHJLQQLQJ RQ RU SUHVHQWDWLRQ &XUUHQF\
L QWHUSUHWDWLRQ.H\ DPHQGPHQW DIWHU
$PHQGHG VWDQGDUGYV 7KHUH DUH QR SODQV WR LPSOHPHQW WKHVH VWDQGDU
$PHQGPHQWYV WR ,$BFN Rl H[FKDQJHDELOLW\ -DQ SUHPDWXUHO\

:LWK WKH H[FHSWLRQ RI ,)56 QR PDWHULDO LPSDFW RQ
7KH DSSOLFDWLRQ RI WKH DPHQGHG VWDQGDUG GLG QRW|K®YB®FROQDWWOWHPHQW/ \L ASDAVS RAWHG IURP WKH DSSOLFDWL
WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV VWDQGDUGY DQG LQWHUSUHWDWLRQV +RZHYHU WKH LPSD

FDWHJRULHY DQG VXEWRWDOV LQ WKH LQFRPH VWDWHPHQW

WKH SULQFLSOHV IRU WKH DJJUHJDWLRQ DQG GLVDJJUHJDWL
GLVFORVXUH DQG H[SODQDWLRQ RI FHUWDLQ PDQDJHPHQW
030V FDQQRW \HW EH UHOLDEO\ DVVHVVHG



RRWQVROIGDWHG YIQDQFLDO &WRWIH PHQRDVF

$FFRXQWLQJ SULQFLSOHYV (TXLW\ DV DW
5HJLVWHUH WUR OKDFLKDF?JEHU 1HW LQFRPH

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY SUHVHQWHGs koK UH RRIUFHNKI—BKSHHJ(IRGL(HHQ}@J Qdvwyv IRU

"HFHPEHU DUH EDVHG RQ WKH VDPH DFFRXQWLQJ D@BoNROXDWLRR PHWKRGV o N Y

DQG FDOFXODWLRQ BQNRQHWLSOHYLBRXV \HDU ZLWK WKH HW@WELVRL@QR‘P W K H
FKDQJHV H[SODLQHG DERYH GXH WR WKH LQLWLDO DSSOL]
,)56 VWDQGDUGY 7KH FRQVROLGDWHG ILQDQFLDO VWDWH .
DVVXPSWLRQ RI JRLQJ FRQFHUQ 7KH FRQVROLGDWHG VV\?D’\APW#'HQ)WE’/MU%@)DOFLDO SRVLWLRO ° N ° N
DV DWFHPEHU VWUXFVEXWPHOXULW\ 7KH VWDWHPHQW RI SURILW RU ORVYV

LV SUHSDUHG XVLQJ WKH FRVW RI VDOHV PHWKRG 7R LPSKRYSUHIRRYXWY O\ YPRGVPRYLEWWAVG I VREVLGLDU\ VHFXVWDFN *P
WKH FRQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ ®QE VR FROVEOWEBWHE VWRWHPX@WAQW ILQDQFLDO \H
RI SURILW RU ORVV KDYH EHHQ FRPELQHG DQG H[SODLQHG }ERWEHRARARWMWNY RQ ORVV RI ©

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV RI VHFXQHM ¢ dHW H P HSHMABLER HXHRY 8890 D zZKROO\ RZQHG VXE\

PDWHULDOLW\ UHDVRQV
&RQVROLGDWHG JURXS

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXYHFEIRWW RQUAHWRRWOR®@D @HPEFH. WRUPHUO\N 1LQDOO\ VDIH *F
1HWZRUNV $* EXW DOVR DOO VXEVLGLDULHV FRQWUROOWGE¥ELGLPRRQHW $FRRRQAFHEO MIHWWWLRQV RQ 6HSWHPEHU
ZKHQ VHFXQHW $* KDV SRZHU RYHU WKH VXEVLGLDU\ LW H{MINULXNF SFHHD MER MADRX DHEY H, QWM MKQRQWLRQD O ZAEMK RV GCP\H U J +

IURP WKH LQYHVWPHQW DQG KDV WKH DELOLW\ WR XVHDBVRLYPERZHNU WHH LRFD X HOFXI WRRWHP Q! LQ DFFRUGDQFH ZL'
YDULDEOH UHWXUQV *HUPDQ 7UDQVIRUPDWLRQ $FW 8PZ* ,Q FRQQHFWLRQ ZLWK

,QWHUQDWLRQDO *PE+ &R .* ZDV H[SDQGHG 3ULRU WR WK
&RPSDUHG WR WKH SUHYLRXV \HDU WKH VFRSH RI FRQWVEGLEDWYRQ DICING MAITERH AWV pQWHUQDWLRQDO *PE+ 7KH FKD

VKRZQ EHORZ WKH FRPPHUFLDO UHJLVWHU
$V DW 'HFHPEHU WKH JURXS RI FRQVROLGDWHG FRFEDHQRAQFADP®V MNPW R P AWMV RI VHFEXQHW $* DQG LWV VXE
SDUHQW FRPSDQ\ VHFXQHW $* DQG WKUHH SUHYLRXV \RERQVRQLGCPIOIRQFRBKRIUEDNHE XVLQJI XQLIRUP DFFRXQWLQ
VXEVLGLDULHV 7KHJHSRUWIDQUH IRU VHFXQHW $* DQG DOO FRPSDQLHV LQFOX

$FFRUGLQJ WR ,)56 WKH VXEVLGLDULHV UHSRUW WKH IROORZLQJ ILIJXUHV
6\V(OHYHQ *PE+ %HUOLQ D ZKROO\ RZQHG VXEVLGLDU\ LQFOX

ILODQFLDO VWDWHPHQWY XVLQJ IXOO FRQVROLGDWLRQ PD
SURYLVLRQV RI 6HFRILRWEH *HUPDQ &RPPHUFLDO &RGH +*% U
GLVFORVXUH IRU ILQDQFLDO \HDU
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%DVLV RI FRQVROLGDWLRQ &ODVVLILFDWLRQ DQG VXEVHTXHQW PHDVXUHPHQW

&DSLWDO FRQVROLGDWLRQ LV SHUIRUPHG XVERQJI QURKH DBRMXQ VR AQ VAMHINKIPRIQ WY DUH DOORFDWHG W R W QMHKRII WWLKPHH | F
FRQVROLGDWLRQ WKH DFTXLVLWLRQ FRVW RI WKH DFTXRIDAREXYKDBWHRQLY RIIVHW DJDLQVW WKH

QHZMHDVXUHTXLW\ 7KH DVVHWV OLDELOLWLHV DQG FRQWLQJHQW OLDELOLWLHV RI WKH

DFTXLUHG VXEVLGLDU\ DUH UHFRJQL]HG DW WKHLU UHVSEBW PRRBWEIVGOKMHYW $Q\ UHPDLQLQJ

SRVLWLYH JRRGZLOO LV UHFRJQLJHG DV DQ DVVHW LQ WKHWWDWHPRHQWRIUKBRBFAP A SRYUWERBWY LO GHEW LQVWUX
LQ DFFRUGDQFH ZLWK ,)56 DQG LV VXEMHFW WR DQ LPSDLYBHQW WHYYK PV RQHOMIVERBSERRQOVLYH LQFRPH

1RQ FRQWUROOLQJ LOQWHUHVWY DUH SQRWRD®QR QRDWKKINR D @&1& KHHT XLW\ LQYHVWPHQWYV HTXLW\ LQYHVWPHQWYV PHDVXU
LGHQWLILHG QHW DVVHWYV Rl WRW MK MWIHG! FRR PSOIXALV LW LRWKHU FRPSUHKHQVLYH LQFRPH

§ )973/ DW IDLU YDOXH WKURXJK SURILW RU ORVV
&KDQJHV LQ WKH *URXS V VKDUHKROGLQJ LQ D VXEVLGLDU\ WKDW GR QRW UHVXOW LQ D ORVV RI

FRQWURO DUH DFFRXQWHG IRU DV HTXLW\ WUDQVDFWLRQWM opQFLDO DVVHWV DUH QRW UHFODVVLILHG DIWHU LQLWLD

FKDQJHV LWV EXVLQHVV PRGHO IRU PDQDJLQJ WKHP ,Q W
(ISHQVHV DQG LQFRPH DV ZHOO DV UHFHLYDEOHV DQG SD\QESH L §HNAHHR, YW ARROERAVLILHG RQ WKH ILUVW GD\ RI
GDWHG FRPSDQLHV DUH HOLPLQDWHG ,QWHUFRPSDQ\ SURILWY PHH | BAYR HIBWH 6 H¥Q BRGH o

WKH\ DUH LPPDWHULDO

$ ILQDQFLDO DVVHW LV PHDVXUHG DW DPRUWL]HG FRVW LI ER\
,PSDLUPHQWV RI LQYHVWPHQWYV LQ FRQVROLGDWHG FRRSPOBHW BRSG M Aty BEA ¥ HIYG R HVLIQDWHG DV 973/
FRQVROLGDWHG FRPSDQLHV UHFRJQL]JHG LQ WKH VHSDUDWH ILQDQFLDO VWDWHPHQWV  DUH
UHYHUVHG DV SDUW RI WKH FRQVROLGDWLRQ SURFHVV g \ |v KHOG ZLWKLQ D EXVLQHVV PRGHO ZKRVH REMHFWLYH L
RUGHU WR FROOHFW FRQWUDFWXDO FDVK IORZV DQG

BHSRUWLQJ FXUUHQF\
. \ § WKH FRQWUDFWXDO WHUPV RI WKH ILQDQFLDO DVVHW JLYH L
TKH *URXS V UHSRUWLQJ FXUUHQF\ LV HXUR IORZV WKDW DUH VROHO\ SD\PHQWYV RI SULQFLSDO DQG LQW!|
DPRXQW RXWVWDQGLQJ

JLQDQFLDO LQVWUXPHQWYV

SHERJOLWLRO DQG LOLWLDO PHDVXUHPHQW $ GHEW LQVWUXPHQW LV GHVLJQDWHG DV )92&, LI ERWK RI W|
PHW DQG LW KDV ORW EHHO GHVLIODWHG DV )973/

7UDGH UHFHLYDEOHV DUH UHFRUGHG DW WKH WLPH WKH\ DULVH DQOG DUHM YDOXH& DW WRH

WUDQVDFWLRQ SULFH § WLV KHOG ZLWKLQ D EXVLQHVV PEGHBYAHG®REH REWK FWLYH L

FROOHFWLQJ FROQWUDEWXDO FDVK IORZVID®REG VHOOLQJ ILQD.
JLODQFLDO DVVHWV DQG OLDELOLWLHV PXVW EH UHFRJQL]JHG ZKHQ D *URXS FRPSDQ\

EHFRPHV D FRXQWHUSDUW\ WR D ILQDQFLDO LQVWUXPHQ S8 LWY¥RRR Q@LUDIFNOXYIHE BN & ERiQ. & B WRIVM\WIKRS FDVK IORZV WKDW DU
ILQDQFLDO VWDWHPHQWY WKH ILQDQFLDO DVVHWYV RU OLCSD\®HQ WA RD (51U PRIBLSOSH & QGVL W H WMWK IRQ WKH SULQFLSD(
,I WKH FKDQJH LQ IDLU YDOXH LV QRW UHFRJQL]JHG WKURXJK SURILW RU ORVV )973/ WKH

WUDQVDFWLRQ FRVWY GLUHFWO\ DWWULEXWDEOH WR WKH DFTXLVLWLRQ DUH DGGHG
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2Q LQLWLDO UHFRJQLWLRQ RI DQ HTXLW\ LQYHVWPHQW GRWHRDNOE WURIS DV RIDGHDR/SERVFSER \FHY. WMKHRQ RI >VROHO\ SD\PH
*URXS PD\ LUUHYRFDEO\ HOHFW WR SUHVHQW VXEVHTXHQ@W G KIDWHYHVQ WRKH WIKIHJ SIUDLAFH. KO DI MPKRK @W REOQWYY W D @VAKIHQ B
WKH LQYHVWPHQW LQ RWKHU FRPSUHKHQVLYH LQFRPH 7TWKH ¥DFRIRRRAHU HY FFOMBHERQLD EMYWHUHVW DQG SULQFLSDO SD\F
E\ FDVH EDVLV IRU HDFK LQYHVWPHQW PDGH RQ WKH RXWVWDQGLQJ SULQFLSDO DPRXQW DQG PD\ L

WLRQDO FRQVLGHUDWLRQ IRU WKH HDUO\ WHUPLQDWLRQ RI W]
$00 ILQDQFLDO DVVHWV QRW PHDVXUHG DW DPRUWL]HG FRVW RU )92&, DUH PHDVXUHG DW

)973/ 8SRQ LQLWLDO UHFRJQLWLRQ WKH *URXS PD\ LUUI#Y N O\ %b LIQD L |
DUVHWY WKDW ZRXOG RWKHUZLVH PHHW WKH FULWHUL D GGU 4 Y%D%{% i 8@?@3&%1?2%2“&;RXZHK'J\
EII?\\//I\:,’VD\}TVLIJ:K)afl&, DV )973/ LI GRLQJ VR HOLPLQDWHV RU VLJégﬂvSIB)éBV\ i(g DPR H Il'l \‘}VLDOO\ HTXDO WR WKH FR(

DPRXQW SOXV DFFUXHG EXW XQSDLG FRQWUDFWXDO LQWE

7KH *URXS DVVHVVHV WKH REMHFWLYHV RI WKH EXVLQH HI% RE 5 Ely %QJEPWL % g)gDUUROY\L\(gVHH(;JUPW;S?D?J;I:ﬁQISﬁHRIID\S
DVVHW LV KHOG DW WKH SRUWIROLR OHYHO ,Q WKH . * T%_E E%qf
ILQDQFLDO LQVWUXPHQWY VROHO\ IRU WKH SXUSRVH RI R J K LP%& 8 H V{;' U VR\H

DQG SULQFLSDO SD\PHQWV W LV WKXV DVVXPHG WKDW V%IX[E\(/QJFQQQWQ,WBQ%U%&(EW Wéu EJErII\IHth{?LWLRQ Rl JDLQV DQC
WKH IXWXUH

JLQDQFLDO DVVHWYV DW )973/ )LQDQFLDO OLDELOLWLHY DW )973/
7R DVVHVV WKH FDVK IORZ FULWHULRQ L H ZKHWKHU MKW H BQ WHW 7 VD0 OEDEK OIORIZYY DBUH VXEVHTXHQWO\ PHDV XL
VROHO\ SD\PHQWV RI SULQFLSDO DQG LQWHUHVW RQ WKHREVHQFLHEO XA RN \RXOWMIHQ/MW- RU GLYLGHQG LQFRPH DU
IDLU YDOXH DW LQLWLDO UHFRJQLWLRQ WKH *URXS FRQVLGHUV WKH FRQWUDFWXDO WHUPV RI
WKH LQVWUXPHQW 7KLV LQFOXGHV DQ DVVHVVPHQW Rk DAKHGN K@D BNVK B O UG KL DRX VDY IVOIMG LQ ,)56 ILQDQFLDO D
FRQWDLQV FRQWUDFWXDO WHUPV WKDW FRXOG FKDQJbluMHKDH XWOHRELRJ G RYJ WRRWRW DRIDLODELOLW\/RY HE O HXQBXWY \L C
FRQWUDFWXDO FDVK IORZV FDXVLQJ WKHP WR QR ORQJHD WPHI XIRMVBIUSIH KO G IMXMRRME GHQWLFR @ LIDAMHOWWLHY WKDW DUH
REVHUYDEOH LQ DFWIHYHH @ DURNHMNWAXUHPEQWNGDR® YDOXDWLR
7KH *URXS WDNHV WKH IROORZLQJ LQWR DFFRXQW LQ LWWREMBVV RKEWMDULDEREWHUYDEOH LQ W/ HEDIUNWHRMD YHYV WKH
DSSOLFDWLRQ RI YDOXDWLRQ PRGHOV WKDW GR QRW UHO\ |
§ FHUWDLQ HYHQWY WKDW FRXOG FKDQJH WKH DPRXQW RIDMWWNRIU®J RI WKH FDVK IORZV
§ WHUPV WKDW FRXOG DGMXVW WKH LQWHUHVW UDWH LQFOXGLOJ YDULDEOH LOQWHUHVW UDWHV
I WKH LQSXW IDFWRUV XVHG WR GHWHUPLQH WKH IDLU YDOXF}
§ HDUO\ UHSD\PHQW DQG H[WHQVLRQ RSWLRQV DQG FODVVLILHG LQWR GLIIHUHQW OHYHOV RI WKH IDLU YDOXH KL
§ WHUPV WKDW UHMXSLF@DWRKKMR FDVK IORZV IURP D VSHEHIRW pRY/pRy £KROH LV DVVLJIQHG WR WKH OHYHO RI WKH I
|RUH{DP S® QR W KVIRI LHFRXUH ;i:gEVSRQGV WR WKH ORZHVW LQSXW IDFWRU WKDW LV PDW

&XUUHQWO\ WKHUH LV QR LQIRUPDWLRQ DYDLODEOH UHJDUG
DW )973/
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JLQDQFLDO DVVHWY DW DPRUWL]HG FRVW :KHQ D ILQDQFLDO OLDELOLW\ LV GHUHFRJQL]JHG WKH GLIIHLU
7KHVH DVVHWYVY DUH VXEVHTXHQWO\ PHDVXUHG DW DPRUWRRX® W RRIWWKH. &L WAHKHD I HGF\WOLPELOLWY DQG WKH FRQVLGH
LQWHUHVW PHWKRG 7KH DPRUWL]HG FRVW LV UHGXFHGWUDQPAE B UWHEQWR Q -RDMKYD VI WWVY HRWAVDVV XPHG OLDELOLWLHYV
LQFRPH IRUHLJQ H[FKDQJH JDLQV DQG ORVVHV DQG LPSDLUPHQW ORVVHV DUH

UHFRJQL]JHG LQ SURILW RU ORVV $Q\ JDLQ RU ORVV IURM @ HKUBBORI FIDWIR M T X LUHF HQQ VG

DFFRUGLQJO\ 7KHURXFRQVLGHUV DOO KLJKO\ OLTXLG DVVHWV ZKRVH ZL\
. UHVWULFRDV/E DYG ADXKYDOHQWYV 7KLV LQFOXGHV QRW RQO\
HEW LQVWUXPHQWYV DW )92&, GHSRVLWV EXW DOVR VKRUW WHUP EDQN GHSRVLWV ZLWK D PI

7KHVH DVVHWY DUH VXEVHTXHQWO\ PHDVXUHG DW IDLU YRRX\Hp yQWeHHHHMNW HE& DR W KB O YQRYHPWLYH QRPLQDO YDOXH
XVLQJ WKH HIIHFWLYH LQWHUHVW PHWKRG H[FKDQJH UDWH JDLQV DQG ORVVHV DQG

LPSDLUPHQWY DUH UHFRJQL]JHG LQ SURILW RU ORVV ZgV%dW@ﬁWWJ%WHM ORVVHVY DUH

UHFRJQLIHG LQ RWKHU FRPSUHKHQVLYH LQFRPH SSR% GHUHERJ LWLR%% WK H
DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH LV UHFOBY E(|LLFH13VVPFQl§iWWW RUYWRRN FXXWREHU SURMHFWYV EXW QRV
DUH FXUUHOWO\ OR WUDQVDFWLROV LO WKLY FDWHIRU\ WKH FXVWRPHU DUH UHFRIQLIHG LQ WKH FRQWUDFW DVVHWYV |

(TXLW\ LQYHVWPHQWYV DW )92&, , QYHQWRULHYV

7KHVH DVVHWY DUH VXEVHTXHQWO\ PHDVXUHG DW IDLU YQUXRQWRUYLEBW @EW Y DK UHGE M) IWKE ORZHU RI WKHLU DFTXLVL

DV LQFRPH LQ SURILW RU ORVV XQOHVV WKH GLYLGHQGWKIHWNUG\HWH SWUHO/MHLEQWN YV D) WAHFRYHWWRDQ\ RXWVWDQGLQJ FF

SDUW RI WKH LQYHVWPHQW FRVWV 2WKHU QHW JDLQV RGHOWRVPHQHIUNKVURBRVRH]BR®HUP RWKHW PHWKRG

FRPSUHKHQVLYH LQFRPH DQG DUH QHYHU UHFODVVLILHG WR SURILW RU ORVV 7KHUH DUH

FXUUHQWO\ QR LWHPV LQ WKLV FDWHJRU\ JLQLVKHG JRRGY DQG ZRUN LQ SURJUHVYVY DUH YDOXHG EDVHG
WKH PDWHULDOV XVHG DQG WKH FRVWV RI SURGXFWLRQ

'"HUHFRJQLWLRQ

7KHURXSHUHFRJQL]JHV D ILQDQFLDO DVVHW ZKHQ WKH FRYWRBHW¥Oo SOIR@W O EWH X WP HQW
WKH FDVK IORZV IURP WKH ILQDQFLDO DVVHW H[SLUH R ZK$IQU W WSHDOAMH Wb @ K H TH L BHMOWERSMQBWRQO\ DQG RIILF
FROOHFW WKH FDVK IORZV LQ D WUDQVDFWLRQ WKDW D@WRL $\WHIWY | DYV HEFE® O WEMDP QD W Q ODBIEY NDA/VHWY XQGHU
DQG UHZDUGV RI RZQHUVKLS RI WKH ILQDQFLDO DVVHW 3URSHUW\ SODQW DQGYBOXIHS® B@WFRYW OHVV DFFXPXODWHG
([SHFWHG SHUPDQHQW LPSDLUPHQWY H[FHHGLQJ QRUPDO
$ ILQDQFLDO DVVHW LV DOVR *GRXYEARNQKHUG WU DQKHH UV QHRAR UHAWHDE QWMKURXJK LPSDLUPHQW ORVVHV LI WKHUH DUH 1
VXEVWDQWLDOO\ DOO WKH ULVNV DQG UHZDUGV RI RZQHW¥KRY ®RQREI GRRIV$GRW YKMO L FIRIQAMHURW RORVVHY DUH GHWHU
WKH WUDQVIHUUHG DVVHW FDUU\LQJ DPRXQW ZLWK WKH UHFRYHUDEOH DPRXQW RI WKF
DPRXQW LV WKH KLJKHU RI WKH IDLU YDOXH OHVV FRVWV WR
TKHURXSHUHFRJQL]HV D ILQDQFLDO OLDELWHWREXHEHWY ¢ ROMUDFWYDEXODWHG E\ GLVFRXQWLQJ HVWLPDWHG IXWXU
IXOILOOHG WHUPLQDWHGURX® 8VR BGH®HFRHIQL]HV D ILQDQIFLEOX QWDEDbOWMANPKHER SHUW\ SODQW DQG HTXLSPHQW DUH VI
ZKHQ LWV FRQWUDFWXDO WHUPV DUH FKDQJHG DQG WKRH RDPRKLUORRYWR IDWEKXPREGMY¥ MY HEEHSUHFLDWLRDLPQGDWPH® L L
OLDELOLW\ DUH VLJQLILFDQWO\ GLIITHUHQW ,Q WKLV FONP WRHEMIKEP HQY RFLRODOLDBOAKMI I VY® RU ORVYV UHVXOWL
UHFRJQL]JHG DW IDLU YDOXH EDVHG RQ WKH DGMXVWHG WWHEBM LV UHFRJQL]HG LQRW ISH R/IW\W VIRKA GFER¥MW RI DFTXLVLWLRQ
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LQFOXGHV VHSDUDWHO\ DWWULEXWDEOH LQFLGHQWDO [PSIXLWRMQRY RRYQWWDDQGEUNKENHTHWYWUH GHWHUPLQHG E\

DFTXLVLWLRQ FRVWV 3XUFKDVH SULFH UHGXFWLRQV DUHDERERMWHOGNK WKH UHFRYHUDEOH DPRXQW ZKLFK LV WKH KLJ
DQG LWV YDOXH LQ XVH ,I QR LQGHSHQGHQW IXWXUH FDVK L

6XEVHTXHQW DFTXLVLWLRQ FRVWY DUH UHFRJQL]HG DV SDQ@LRLGMIHODB VX HWW LRF RRWWDREILWKW\ LV WHVWHG EDVHG |

DVVHW RU ™ ZKHUH DSSOLFDEOH ™ DV D VHSDUDWH DV VHVD\RQ ON QH UBWIQ $ UREDEOWKHOMNADNWRVHIRU SUHYLRXVO\ U

HFRQRPLF EHQHILWYV ZLQ®RASRRPWRKBIEE WKH FRVW RI WIKRHS DVYRMQWY FHDVH WRSHDILYWDQWKHWNHUVHG *RRGZLOO LV t

FDQ EH UHOLDEO\ GHWHUPLQHG 5HSDLUV DQG PDLQWH@BPQ¥FKLWUH UHFRJQL]HG DV

H[SHQVHV LQ WKH VWDWHPHQW RI SURILW RU ORVV LQ WKH ILQDQFLDO \HDU LQ ZKLFK WKH\ DUH

LQFXUUHG 7KH UHPDLRDUQU\LQJ DPRRGWWFRQRPLF XVHIXO OLYHV DUH UF
DGMXVWHG DV QHFHVVDU\ DW HDFK UHSRUWLQJ GDWH

7KH GHSUHFLDWLRQ SHULRG LV EDVHG RQ WKH XVHIXO OLIH DQG UDQJHV EHWZHHQ WKUHH DQG

WHQ \HDUV 'HSUHFLDWLRQ LV FDOFXODWHG XVLQJ WKH VMRUDEGYKVO OLQH PHWKRG

RGZLOO UHSUHVHQWY WKH H[FHVV RI WKH DFTXLVLWLRQ FF

L sz orasowmxo ouviy pun srrene BICHARE MR i L ot oy R i
Q Q WKH DFTXLVLWLRQ GDWH

 QWDQJLEOH DVVHWYV 'Q DFFRUGDQFH ZLWK ,)56 LQ FROMXQFWLR@®GZIMXO,$%6/ QW
J QWDQJLEOH DVVHWYV DFTXLUHG IRU FRQVLGHUDWLRQ ZL WX W HFHF L FIDFO RV HIPUAW B GH ® WHL V DLOOEHRVEH FWHG WR DW OHDVW
DW DFTXLVLWLRQ FRVW SOXV LQFLGHQWDO DFTXLVLWLRGHERWHWDY DQG VXPHDTXHGWE DT KWWLRWRI. QDO FRVW OHVV DF
FRVWV DQG SXUFKDVH SULFH UHGXFWLRQV OHVV VWUDLJKW OLQH DPRUWL]DWLRQ 6RIWZDUH

DFTXLUHG IRU FRQVDGERUDW]LHREVAKY DL JK DY RFMU WKUHH:KHR D FDVK JHQHUDWLQJ XQLW LV VROG WKH FRUUHVSRQG
VHYHQ \HDUV &XVWRPHU EDVHV DQG EUDQGV DFTXLUMBN HRUL W R VILIGAHRXIMML ERHQ WBHWHUPLQLQJ WKH JDLQ RU ORV
DPRUWL]HG VIVWHPDWLFDOO\ RYHU WHQ WR WZHOYH \HDUYV

,PSDLUPHQW RI DVVHWYV

&RVWV LOFXUUHG WR PDLOWDLO WKH RULILODO HERQRPLERARIAVL WY e fHEY Wi\ ¥ RIEARYiE M Mum o HER oo @W HZ K HC
WHEV DU UHERUGHG DV HISHQUHY DW Wit WL H Wit POLRBHEBER WY £ BB o rLurxpywooriy LoGLRD

JHU HFRYHUDEOH LPSDLUPHQW ORVV LV Ul
, QWHUQDOO\ JHQHUDWHG LQWDQJLEOH DVVHWYV DUH FDS WE)'_S ]\I/-|V }il \\ HBVP[\_QV*( V\Fl}J-| l\_lV CJ;\P WlKH UHERYHUDEOH D
,$6 7KLV LQYROYHV UHFRJQL]LQJ GLUHFW FRVWV DV |;|5|)9 VC%/\}'}{J ||:< H'EJ Lg;, \:&) V IDLU YDOXH OHVV E

RYHUKHDG FRVWV EDVHG RQ WLPH VKHHWYV DQG SXLSEI@D\X/ ﬁ L [é/\bl—'_ (?, W \'/_|V VHWV PD\ EH JURXSHG WRJHW
SPRUWLIDWLRQ RI WKH LOWDQILEOH DYVHW EHILQY ZKH O (bR SS Flh Gy L A P st v S o o

, I WKHUH LV HYLGHQFH WKDW WKH LPSDLUPHQW QR ORQJHI
ViKH LHYHUDCRI ViKH 1P SDILP HOWRW | RUVKH UHVS HFVIYH DWHWLY UHFRJ QY HG 1Q SWRI W
RU ORVYV
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$vV SDUW RI WKH LPSDLUPHQW WHVW WKH JRRGZLOO DFTMHONGWYQ D EXVLQHVYV FRPELQDWLRQ

DV ZHOO DV FXVWRPHU EDVHV DQG EUDQGV YDOXHG g\ML IPI-PSVVVFE&? SIX—H l§\H_JVI:J_‘:V\§ %\FI@H *URXS DVVHVVHVLWRHUHWKHU
DOORFDWLRQVY DUH DOORFDWHG WR WKRVH FDVK JHQH I.'I_)2 \(?V LVW\'['%VIXY—!RFE%Q%H'\WW-RWRIQNVOBW\WFRH WK H
I[IURP WKH VV\QHUJLHV RI WKH FRPELQDWLRQ 7KLV LPS'J_DIJ{ {XIH% W$.H-ILU-LCRGDWHW/[LFH<FDQJH IRU

>QQX0001 DQG DGGLWLRQDOO ZKHQHYHU WKHUH DUN LR VT bEM s B0 Ml N s o o ks
FDVK JHQHUDWLQJ XQLW PD\ EH LPSDLUHG LGHQWLILHG DVVHW WKH *URXS XVHV WKH GHILQLWLRQ RI D C

,I WKH FDUU\LQJ DPRXQW RI D FDVK JHQHUDWLQJ XQL)/V LV[ V\FK d_\{\_ly %F&Y%URI%OFHR WUDFWV FRQFOXGHG RQ RU
DPRXQW WKH JRRGZLOO DOORFDWHG WR WKDW FDVK JHQHUDWLQJ XQLW PXVW EH ZULW(%N

GRzZzQ E\ WKH GLIIHUHQFH ,PSDLUPHQW ORVVHV RQFH UI—)ﬁ@QI(%lH]HG DUH QRW UHYHUVHG I
WKH LPSDLUPHQW RI WKH FDVK JHQHUDWLQJ XQLW H[FHHGV WKH FDUU\LQJ DPRXQW RI LWV

DOORFDWHG JRRGZLOO WKH H[FHVV LPSDLUPHQW ORVV LAR UH kR SFRTRE M RPIBHLBY 14X Wk FRQWUDFW FRQWDL
FDUU\LQJ DPRXQWYV RI WKH DVVHWY DOORFDWHG WR WKDWVF 'RQJ%%%UWWHLQBJ&éi\ﬁ'—Y'—GHV KH FRQWUDFWXDOO\ DJUF
DQG QRQ OHDVH FRPSRQHQWYV EDVHG RQ WKH UHODWLYH VWD

QFRPH WD[HV 2Q WKRPPHQFHPIBOWH WKH *URXS UHFRJQL]JHV DQ DVVHW IF
,QFRPH WD[HV LQFOXGH DOO FXUUHQW WD[HV EDVHG RQuW\VKbyDRRQXKY R UWG'—ﬁFBﬁHVWLé)LVb'EH'_OLW\ 7KH ULJKW RI XVH
SHULRG DV ZHOO DV GHIHUUHG WD[HV "HIHUUHG WD[HV Fixyky URRRAR LERG R Bk § BRSO eH LOHDWIHD @ LDELOLW\ DG
ZLWK ,$6 'QFRPH 7D[HV  XVLQJ WKH OLDELOLWLHV sRRHMKREY IFHG A O, WU MRtRRYF wrkBOQWH SOXV DQ\ LQLWLDO
GLIIHUHQFHV EHWZHHQ WKH FDUU\LQJ DPRXQWYV RI DVVHWK\BRE B BREWRHWHTIY [|ROWALFE RRQWWOR| GLVPDOWOLQJ RU UHF

SXUSRVHV XQGHU ,)56 DQG WKH DPRXQWV XVHG IRU WD[ §XYHRULO I HIRHUREGWMBOPVYHWYVHW RU WKH VLWH ZKHUH
PD\ DOVR LQFOXGH WD[ UHOLHI FODLPV DULVLQJ IURP WKdiFHESAFWHGUXYER RIHBILVWLQJ WD

ORVV FDUU\IRUZDUGY LQ VXEVHTXHQW \HDUV 'HIHUUHG WD[ DVVHWVY DUH UHFRJQL]J]HG WR WKH

HWHQW WKDW LW LV SUREDEOH WKDW WD[DEOH LQFRPH ZkQOyEHKkRYRERXQROHVRILE AUW WKL BK S HELDWHG RQ D VW
GLITHUHQFH FDQ EH XVHG FRPPHQFHPIG@®WH WR WKH HQG RI WKH OHDVH WHUP XQOHV

XQGHUO\LQJ DVVHW WUDQVIHUV WR WKH OHVVHH DW WKH HQG
'HIHUUHG WD[HV DUH FDOFXODWHG XVLQJ WKH WD[ UDWRM gLIRnWWVEICK PV DN W LAHORIFWY WKH OHVVHH V. LQWHQ
UHDOL]DWLRQ XQGHU WKH DSSOLFDEOH OHJDO UHJXODWRRQM 8 'RY Wk BR WiK¥HU ERY WL ROWERWYN H DVVHW LV GHSUH
‘HIHUUHG WD[HV DUH UHFRJQLJHG DV WD[ LQFRPH RU HIRQWHERUWILH VWPWAF HOW GRIWHUPLQHG DFFRUGLQJ WR SUHF
SURILW RU ORVV H[FHSW WR WKH H[WHQW WKDW WKH\yRYRoBpHQARYYC ¥R IR AYFPoCLWHKHWBLIKW RI XVH DVVHW L

UHFRJQL]HG LQ HTXLW\ RU RWKHU FRPSUHKHQVLYH LQFRRIBsEIHPYHE WHVYHRY DG QI FHBRDLO UHPHDVXUHPHQWYV RI
WKH DFFRXQWLQJ IRU ULJKW RI XVH DVVHWWH®G OHDVH gHRELQYPYLHV DUH QHW

, QLWLDOO\ WKH OHDVH OLDELOLW\ LV UHFRJQL]JHG DW WK
SD\PHQWYV QRW \HW PDGH RQ WKH FRPPHQFHPHQW GDWH G
LOWHUHVW UDWH XQGHUO\LQJ WKH OHDVH RU LI WKLV FDQC
OHVVHH V LQFUHPHQWDO ERUURZLOQURXBWH V 1IRMWY DLA)F\U HR K I |
ERUURZLQJ UDWH DV WKH GLVFRXQW UDWH
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/[HDVH SD\PHQWV LQFOXGHG LQ WKH YDOXDWLRQ RI OHPH@VQRDELOUWYHYW [FRAOYULVH IL[HG
SD\PHQWV DPRXQWV H[SHFWHG WR EH SD\DEOH XQGHU @ Lb \UR gg YYW[&

I%%QWIEUGD FH ZLWK ,$6 XVLQJ WKF
DQG WKH H[HUFLVH SULFH RI D SXUFKDVH RSWLRQ LI WIéBLW—HéL H'éLLVV Hﬁ@fﬁg I%cl))\ EHH_\%'Q' EHQHILW SODQV 7KLV |
WKDW WKH\ ZLOO H[HUFLVH WKDW RSWLRQ

PHWKR®W®R HVWLPDWH UHOHYDQWWRQUN BHRFRROWLQJ WKHP \
GHWHUPLQH WKHLU SUHVH%W YDOXH

/JHDVH SD\PHQWV IRU OHDVH UHQHZDO RSWLRQV DUH WDNHQ LQWR DFFRXQW ZKHO WKH

OHVVHH LV UHDVRQDEO\ FHUWDLQ RI H[HUFLVLQJ WKHP  ¢r\wypyi DO JDLQV DQG ORV\LIQVRMKH U HFFRISULAK G @ YWHK HQ F R |

WLPH WKH\ DULVH ZLWKRXW DIIHFWLQJ SURILW RU ORVV DQC
7KH OHDVH OLDELOLW\ LV PHDVXUHG DW FDUU\LQJ DPR)I(-QW VMMVM@HII}IIEMVLUY%&QWME% VLRQ SURYLVLRQV DU

PHWKRG ,QWHUHVW H[SHQVH LV UHFRJQL]JHG LQ WKH WE)Q %S' \g \Q%Iﬁ/?)\(%%(ng

PDGH UHGXFH WKH FDUU\LQJ DPRXQW RI WKH OHDVH OLDELOL , LV HP DVXUHG ZKHQ

IXWXUH OHDVH SD\PHQWYV FKDQJH GXH WR DQ LQGH[ RU L(Q'_A‘N \HE 6—I\/FI§\PF\QJ ZL |_I|-|Q5WI'—KF&_|QWULEXWLRQ SHQVLRQ S
OHVVHH DGMXVWV WKHLU HVWLPDWH RI H[SHFWHG SD\BH @’NF\K?@PHH UI?-|DL{/H¥|'%>I(—' YXRIQ)H_{/ H[SHQVHV IRU HPSOR\HH
JXDUDQWHH ZKHQ WKH OHVVHH FKDQJHV WKHLU DVVHVVPd—| |I_R|£ W[IH_\J I.V LV SHUIRUPHG E\ WKH HPSOTI
UHQHZDO RU WHUPLQDWLRQ RSWLRQ RU ZKHQ D GH IDFWR IL[HG OHDVH SD PHQW FKDQJH

.| D OHDVH OLDELOLW\ LV WKXV UHPHDVXUHG WKH FDUUQE&JUEPEQ(S/V{;'%IL{NHKPHXlS?L'jH\BVl\“'§9H LV
DGMXVWHG DFFRUGLQJO\ RU LI WKH FDUU\LQJ DPRXQW RIHW KR HMUIMKEN Qi KW DREX, CHEDH DAKHEK WKH BB@BBKRKHRIWWKH
WR JHUR WKLV DGMXVWPHQW LV PDGH WKURXJK SURILW RARBRGVRI VHFXQHW $* DUH JUDQWHG YLUWXDO VKDUHV ZKLF
FDVK DIWHU WKH HQG RI D IRXU \HDU SHUIRUPDQFRVSPHILRG
7KH *URXS KDV GHFLGHG QRW WR UHFRJQL]H ULJKW RI X®H D¥YQR DWW EBHAY bhyDLQH 6 LOEL@L WHKFRIQL]IHG ILQDQFLDO PRG
IRU OHDVHV RI ORZ YDOXH DVVHWYV RU IRU VKRUW WHUP DdH b{$HHQ Lk ROMHEL &/ K H7 MW E@HJ WULRG ZLWK D FRUUHVSRC
7KH OHVVHH UHFRJQL]HY WKH OHDVH SD\PHQWV UHODWH KN RSW R M W LBHRDEURIE v HPBHSRAHMWAIREGH ZLWKLQ WKH SHUIRUI
D VWUDLJKW OLQH EDVLV RYHU WKH OHDVH WHUP SHULRG DQG DW WKH WLPH RI SD\PHQW &KDQJHV LQ IDLU
RSHUDWQG®GRPH

2ZWKHU SURYLVLRQV

2WKHU SURYLVLRQV WDNH LQWR DFFRXQW DOO OHJDO %88VYDUFWXWOOﬂzE§LHB{7VWF!'$\/VWR WKLUG
SDUWLHV LGHQWLILDEOH DV Rl WKH UHSRUWLQJ GDWH WHKO\RPIURHENVISGE R R e B WK I WHBR P WIBERIDD WBIFW O RDW KGIL W

EH UHOLDEO\ HVWLPDWHG DQG IRU ZKLFK DQ RXWIORZ RIVWHHR\GRBK PSR &Y MQ Wk DA UV WKDW GDWH
WKLV REOLJDWLRQ LV SUREDEOH 7KH SURYLVLRQV DUH UHFRJQL]HG DW WKH EHVW SRVVLEOH
HVWLPDWH RI WKH H[SHFWHG VHWWOHPHQW DPRXQW 3RWHQWLDO UHLPEXUVHPHQW FODLPV

DUH QRW RIIVHW

:KHUH D UHOLDEOH HVWLPDWH RI WKH SD\PHQW DRRXQOMRWYRU GDWHV LV SRVVLEOH S
ZLWK D UHPDLQLQJ WHUP RI PRUBUWKGRV RRXQWHD® XVLQJ PDUNHW
LQWHUHVW UDWHV WKDW FRUUHVSRQG WR WKH ULVN DQG WKH SHULRG XQWLO IXOILOOPHQW
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(TXLW\ SHYHQXH UHFRJQLWLRQ

7KH VXEVFULEHG FDSLWDO DPRXQWV WR ° W LV ZHLOCHGVLQURKS JHQHQBWHY LWV UHYHQXH WKURXJK WKH V

SDU YDOXH EHDUHU VKDUHV $00O VKDUHYVY DUH IXOO\ SDL&XSYLFH DQG PDLQWHQDQFH ERWK LQGLYLGXDOO\ DQG LQ
SURYLVLRQ RI VHUYLFHV XQGHU VHUYLFH DQG ZRUN FRQWUD

7KH FDSLWDO UHVHUYH RI VHFXQHW $* DPRXQWLQJ WRGXH ZLWKLQUHWYX@MBDVVIURP

VKDUHKROGHU FRQWULEXWLRQV SULRU WR VHFXQHW $* V FRQYHUVLRQ LQWR D SXEOLF OLPLWHG

FRPSDQ\ ° UHODWHV WR WKH VKDUH SUHPLXP I,UFMSODKDWERLWILOK RIXKDUEZDUH RU OLFHQVHYV

RITHULQJ 6XEMHFW WR OHJDO UHTXLUHPHQWYV WKH FDSLW RS udRBIY YRy Lo FNPHPPBOH VRYG VHSDUDWHO\ WKH E!
RIIWHWWLQJ ORVVHV DQG IRU FDSLWDO LQFUHDVHV IURP RRB$FOWDRDIY LV XQQHFHVVDU\ DV HDFK VDOH FRQVWLWX

REOLJDWLRQ ,Q WKH FDVH RI KDUGZDUH VDOHV UHYHQXH LV
2WKHU UHVHUYHV LQFOXGW UM BR/IMYHN D ERERWKHU FRP SUAKH QMY EXVWRPHU DFTXLUHV FRQWURO RI WKH DVVHW )R
LQFRPH UHTXLUHV DQ DVVHVVPHQW Rl ZKHWKHU WKH FXVWRPHU UHFH]

7KLV GHWHUPLQHY ZKHWKHU UHYHQXH LV UHFRJQL]JHG RYHU W
7TUHDVXU\ VKDUHYV DUH WKH VKDUHV RI VHFX®RHPEDII\KHO GyepHHFWO\ E\ WKH

DFTXLVLWLRQ RI WUHDVXU\ VKDUHV LV UHSRUWHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
DV D FKDQJH LQ HTXLW\ UHVHUYH IRDWDWBNRENYKDUHYV YPOFH RI SURGXFW EXQGOHV

DV LQ WKH SUHYLRXV \HDU © 1R JDLQ RU ORVVJq RIQLIHG WK H

VWDWHPHQW RI SURILW RU ORVV IRU WKH VDOH LVVXD%FG b %Q%QF\}%J ﬁﬁgéﬁf% g?\?fﬁ&\;i)'XSQDGUODHEVOER(LD(\D/E/;V:J;vHx(\g/vGHF
VKDUHV 7KH FRQVLGHUDWLRQ UHFHLYHG LQ VXFK WU%L\%%Q LY{;z stURG LG H O[ElﬁE KM AN VW HEH GoRBR/NT X LRI

FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV DV D FKDQJH L D WKHVH SHUIRUPDQFH REOLJDWLRQV ZKHWKHU UHYHQ

5HWDLQHG HDUQLQJV LQFOXGH WKH SURILWV RI WKH FX%%%?K@.@ﬁV@%Ew%S%bﬁELBQ%‘ %@%ﬁL%%&ﬁg;?g;%voLi\glRu UHY
)

\HDUV WKDW KDYH QRW EHHQ GLVWULEXWHG WR VKDUHKR

JRU WKH VHUYLFHV LQFOXGHG LQ WKH SURGXFW EXQGOHV

1RQ FRQWUROOLQJ LQWHUHVWYV VFULSWLRQ VHUYLFH OHYHO DJUHHPHQWY VXSSRUW VHUYLF

:KHUH PLQRULW\ LQWHUHVWY LQ VXEVLGLDULHV H[LVW PXKM QGRQ ERUAWURO®HE@J XQWHUIBYWNURWHRQDU\ GHFLVLRQV

LQLWLDOO\ PHDVXUHG DW WKHLU SURSRUWLRQDWH VKD U i# R} WWKHVXGHQYW DI LD E OBIUDKMMA DYIVHIMEY FRD Q¥KH REOLJDWLRQ R

DFTXLUHG FRPSWDQ@KH WLPH RI DFTXLVLWLRQ WRIJHWKHU ZLWK DQRWKHU SHUIRUPDQFH REOLJDWLRQ IURP V
VHUYLFH EXQGOH

7KH QRQ FRQWUROOLQJ LQWHIRXENSERVIKD WOHHDG@WWR DQ LQFUHDVH RU

GHFUHDVH LQ WKH QRQ FRQWUROOLQJ LQWHUHVWYV 7KH DOORFDWLRQ Rl WKH WRWDO WUDQVDFWLRQ SULFH WR
REOLJDWLRQV LV EDVHG RQ LQGLYLGXDO VHOOLQJ SULFHYV

&KDQJHV LQ WKH *URXS V VKDUHKROGLQJ LQ D VXEVLGLDU\ WKDW GR QRW UHVXOW LQ D FKDQJH

Rl FRQWURO DUH DFFRXQWHG IRU DV HTXLW\ WUDQVDFWLRQV
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.., BURYLVLRQ RI VHUYLFHV WKH GLVFRXQW UDWH VHH 1RWH (VWLPDWHV DQG DVVXP:
7KHURXSURYLGHV VHUYLFHV RQ WKH EDVLV RI ERWK VHUYXH KRYW SYEWY BE B RFRYWRRF®YULQJ ILUVW WLPH FRQVROL
IRU ZRUN DQG VHUYLFHV FXODU WR GHWHUPLQLQJ WKH GLVFRXQW UDWH IRU WKH XVHI»

OLFHQVH IHHV

6HUYLFH FRQWUDFWYV

6HUYLFH FRQWUDFWY SULPDULO\ UHIHU WR FRQVXOWLQJIPTWIPULAP ZPhkQN Wl s ORY VW dQL‘>Q G WKH YDOXDWLRQ RI
FRQVXPSWLRQ RI WKH VHUYLFH FRLQFLGH LQ wLPH oHHARKIRYHEHER W%WHFR/FH%L)%H H LQFRPH ZLWKRXW |
H

LﬁH
FRQWUDFWV VWLSXODWH WKDW WKH VHUYLFH LWVHOI LV %Fz‘MéD%Q\H%kW\F&#F‘E i:HH I (5’\/\)’VKH DVVXPSWLRQV DQG HVV
DVHV &KDQJHV DUH FRJQL]HG LQ SURILW RU ORVV ZKHQ E

$FFRUGLQJ WR ,)56 LQ WKHVH FDVHV UHYHQXH LQYBHQEFQLH]HG RYHU WLPH LQ

DFFRUGDQFH ZLWK WKH SURSRUWLRQ RI WRWDO SHUIRUPDl?FH RXWSXW RULHQWHG
7KH FXUUHQW JHRSROLWLFDO DQG HFRQRPLF XSKHDYDOV 7

&ROWUDFWYV IRU ZRUN DQG VHUYLFHV OLGGOH (DVW FRQIOLFW FKLS VXSSO\ GHOD\V DQG WKH DVVR

,Q FROQWUBMWYWRH FRQWUDFWV FRQWUDFWJ‘HTRDUH—BHNLIDLC%J L\J QlODWLRQ UDWHV ZLWK QHJDWLYH H”HF\WV RQ
UHVXOW ™ PHDQLQJ LQ D EURDGHU VHQVH WKH FUHDWL @GB }_/) SvalﬁmeLUYvVKII-PE&Q/WPZA'LWK XQFHUWDLQW VHF X

7TKRPSDQRDYVY QR DOWHUQDWLYH XK(HVIR\US\MKFU\/FER\Q)WIMDF CLUHFWOUV DITHFWHG
FRPSULVHV FXVWRPHU VSHFLILF VRIWZDUH GHYHORSPH
LQYROYLQJ HIWHQVLYH FXVWRPL]DWLRQ

W _ DV ZHOO DV.OLFHOVH VDQHYV
LQFH WKH ODQDJHPHQ %RDUG FRQVLGHUV WKHVH ULVNV WR

VLIQLILFDQW DGMXVWPHQWY ZHUH PDGH WR WKH DVVXPSWLR

8QGHU FRQWUDFWYV IRU ZRUN DQG VHUYLFHYV UHYHQXI—W U I:Eﬁ-ﬁ:l'h%% TH%QE\Ypﬁ)éBWLH{QIQ ZHUH EDVHG
SURJUHVV WRZDUGY FRPSOHWH VDWLVIDFWLRQ ,)56 7TKH SURJUHVY WRZD

FRPSOHWH VDWLVIDFWLRQ LV HVWLPDWHG EDVHG RQ WKlllxIl—"ll-{!\«)ﬂ/{i'\&J L%%QUUVM L%HYH%%V{?LR\%K\HRS\NEﬁYHUDELOLW\ RILJRI
WRWDO H[SHEWHG FRVWV LQSXW RULHQWHG LOQWDQJLEOH DVVHWV DQG SURSHUW SODQW DQG HTXLSPH

GHIHUUHG WD[ DVVHWYV VHH 1RWH WUDGH UHFHLYDEOHYV
1RWM  GIG QRWIHVXANQDQ 1P SDILP HOMBRWHVIQ VKLY FROWAL W
$VVXPSWLRQV DQG HVWLPDWHYV *H Q Q [

$VVXPSWLRQV DQG HVWLPDWHV ZHUH PDGH WR SUHSDUWOWKBWHRRNBOIS BYHEHRRD QR ROVNV RU RSSRUWXQLWLHV IF
VWDWHPHQWYV ZKLFK DIIHFWHG WKH SUHVHQWDWLRQ DQG DPRXQW RI WKH UHFRJQL]HG

DVVHWV OLDELOLWLHV LQFRPH DQG H[SHQVHV 7KHVH DVVXPSWLRQV DQG HVWLPDWHY UHODWH

SULPDULO\ WR WKH DVVHVVPHQW RI WKH XVHIXO OLIH RI GHSUHFLDEOH WDQJLEOH DQG

LQWDQJLEOH DVVHWY VHH 1RWHV DQG WKH UHFRYHUDELOLW\ RI UHFHLYDEOHYV VHH
1RW  VKHUHFRI QUVRQDQG P HDVXUHP HOWRI SIRYMRQV VHH1 RWAV  DQG VKKH
FDSLWDOL]DWLRQ RI GHIHUUHG WD[ DVVHWV RQ WD[ ORVV FDUU\IRUZDUGY VHH 1RWH DQG

WKH UHFRJQLWLRQ RI UHYHQXH IURP VHUYLFHVY VHH WKH 5HYHQXH UHFRJQLWLRQ VHFWLRQ LQ
WKLV FKDSWHU (VWLPDWHY DQG DVVXPSWLRQV DUH DOVR XVHG LQ GHWHUPLQLQJ WKH YDOXH
LQ XVH RI FDVK JHQHUDWLQJ XQLWYV DV SDUW RI WKH LPSDLUPHQW WHVW IRU JRRGZLOO DV
ZHOO DV LQ GHWHUPLQLQJ WKH IXWXUH FDVK IORZV IURP WKH FDVK JHQHUDWLQJ XQLW DQG
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*UDQWYV S5HFHLYDEOHVY RWKHU DVVHWVY FRQWUDFW DVVHW)\
,Q DFFRUGDQFH ZLWK WKH RSWLRQ XQGHU ,$6 pQG ,$6/ URP OIEQE DWWREQFRR$DQLHYV
DVVHWYV L\GRUKEBMDLQVW WKH DFTXLVLWLRQ SURGXFWLRQUBDRHWYHRH LW IOE Q Kg PR XQW WR ° SUHYLRXV \HDU

DVVHW WKXV UHSUHVHQWLQJ D UHGXFWLRQ LQ DFTXLVLWLRQ RU SURGXFWLRQ FRVWV 7KH

IXQGLQJ LV UHFRJQL]JHG LQ SURILW RU ORVV RQ D SUR UDWWKEDVHVERQWILRH 1RDB RARWWGXIFFHW DVVHWYV IRU VHUYLFHYV

GHSUHFLDWLRQQ RAGDhw JUDQWY IRU DVVHWYV DPRXQWHGQGYWRWRFHG PLOB®LRQWKH IUDPHZRUN RI FXVWRPHU SURMHFWYV

SUHYLRXV \HDU ° PLOOLRQ SUHYLRXV \HDU ° RI' ZKLFK ° IURP DIILOLDWI
SUHYLRXV \HDU °

7KH UHPDLQLQJ SD\PHQWYV DUH UHFRUGHG DV LQFRPH LQ WKH SHULRG LQ ZKLFK WKH

HQWLWOHPHQW WR WKH JUDQW DULVHV J)LQDQFLDO DVVHWV RZHG WR DIILOLDWHG FRPSDQLHV DPRXQ
\HDU ° DQG DV LQ WKH SUHYLRXV \HDU UHVXOW

'"LVFUHWLRQDU\ GHFLVLRQV UHFHLYDEOHYV

'LVFUHWLRQ LV H[HUFLVHG LQ GHWHUPLQLQJ WKH FDVK JHQHUDWLQJ X WKH SXUSR

Rl WKH JRRGZLOO LPSDLUPHQW WHVW VHH 1RWH Lo FHWVE RIS WY L%lD[bq:?D%UB\S;VHWBb\E;DEOHV LV DV IROORZV

OLDELOLWLHV VHH 1RWHYV DQG DQG LQ GHWHUPLQLQJ LQWHUHVW UDWHV LQ OHDVH

DFFRXQWLQJ VHH 1RWH 2YHUGXH LQ GD\V

LQ HXURV

1RWHV WR WKH VWDWHPHQW RI ILQDQFLDQ,,RRVLWLRQ

7KH VWDWHPHQW RI ILQDQFLDO SRR QWLXRW HBYELYHDQW 8 W \D-W R
DQG OLDELDOUWDHWHWY DQG OLDELOLWLHV DUH WKRVH WKDW DUH GXH ZLWKLQ RQH \HDI

,Q DFFRUGDQFH ZLWK ,$6 GHIHUUHG WD[HV DUH SUHVHQWHG DV QRQ FXUUHQW DVV
DQG OLDELOLWLHYV ™

&DVK DQG FDVK HTXLYDOHQWYV
&DVK DEDS/K HTXLYID@HQMWEWH FDVK LEKXPED® DQEBH V

7TRWDO

7KH GHYHORSPHQW RI FDVK DQG FDVK HTXLYDOHQWY LV SUHVHQWHG LQ WKH FRQVROLGDWHG
VWDWHPHQW RI FDVK IORZV



RRWQVROIGDWHG YIQDQFLDO &WRWIH PHQRDVF

7KH IROORZLQJ YDOXDWLRQ DOORZDQFHV ZHUH PDGH 2WKHWUPGH) HHWHLRYBEQRY AXUAHQW DVVHWY WRWDOLQJ °
FRQWUDFW DVVHWYV 0 FRQVLVW SULPDULO\ RI RWKHU UHFHLYDEOHV IU
H[SHQVH DGYDQFHV DGYDQFH SD\PHQWYV IRU IXWXUH VHUYLFF}
1R YDOXDWLRQ DOORZDQFHV ZHUH PDGH

LQ HXURYV

$V DW -DQ

$PRXQWV ZULWWHQ RII

S5HPHDVXUHPHQW RI YDOXDWLRQ DOORZDQFHV

$V DW 'HF

$ VSHFLILF YDOXDWLRQ DOORZDQFH LV UHFRUGHG LQ D VHSDUDWH YDOXDWLRQ DOORZDQFH
DFFRXQW ZKHQ UHFHLYDEOHV IURP QRQ SXEOLF FOLHQWY DUH VLJQLILFDQWO\ RYHUGXH !
GD\V RUVSHFLILF LQIREHHRPHRQNQRZQ LQ DQ LQGKMLGXDO FDVH

DPRXQW LV GHUHFRJQSHA LWKRIB XNKWVFOLHQW LV IRXQG WR EH LQVROYHQW

RU LI WKH UHFHLYDEOH LV GHHPHG XQFROOHFWLEOH IRU RWKHU UHDVRQV

)RU WUDGH UHFHLYDEOHV IURP WKLUG SDUWLHV WKDW DUH QRW VXEMHFW WR D VSHFLILF
YDOXDWORBZDQFHORDWOR®ZDQFH LV FDOFXODWHG RQ D FROOHFWLYH EDVLV WR

FRYHU WKH H[SHFWHG FUHGLW ORV\WWHRBF HUOKWK HF LOFHQY WERB VR

H[SHFWHG ORVVHV RQ D FROOHFWLYH EDVLV LV EDVHG RQ DQ LPSDLUPHQW PDWUL[ WKDW
LQFOXGHYV DQ DQDO\VLV Rl KLVWRULFDO GDWD FRYHULQJ WKH SDVW ILYH \HDUV 7KH FROOHFWLYH
LPSDLUPHQW DOORZDQFH XVLQJ KLVWRULFDO GDWD LV UHFRJQL]JHG DW WKH LQLWLDO
UHFRJQLWLRQ RI WKH WUDGH UHFHLYDEOH DQG LV DGMXVWHG DW HDFK UHSRUWLQJ GDWH EDVHG
RQ FXUUHQW LQIRUPDWLRQ DQG H[SHFWDWLRQV

5HFHLYDEOHV DQG RWKHU DVVHWV WKDW DUH @RBMHAWEBGH DQG KDYH QRW EHHQ

WR D VHSDUDWH YDOXDWDR®@ HMHPOIBZIMRFHEH UHERYWKBEOH

ODQDJHPHQW %RDUG 7KLV DVVHVVPHQW LV EDVHG RQ SDVW H[SHULHQFH WKH FXVWRPHU
VWUXFWXUH DQG ORQJ WHUP EXVLQHVYV UHODWLRQVKLSV

7KH DGGLWLRQ WR DQG UHYHUVDO RI YDOXDWLRQ DOORZDQFHY DUH VKRZQ VHSDUDWHO\ LQ WKH
VWDWHPHQW RI SURILW RU ORVV XQGHU WKH LWHP 5HYHUVDOV RI LPSDLUPHQW ORVVHV IURP
WUDGH UHFHLYDEOHY DQG FRQWUDFW DVVHWYV
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BURSHUW\ SODQW DQG HTXLSPHQW

BURSHUW\ SODQW DQCGCHMHARRSHH YV IROORZV

2SHUDWLQJ DQG RIILFBRSHUW\ SODQW2B®GEDWLQJ DQG RIILFBHRSHUW\ SODQW DQG
LQ HXURYV HTXLSPHQW HTXLSPHQW HTXLSPHQW HTXLSPHQW

$FFXPXODWHG KLVWRULFDO FRVW DV DW -DQ W

$GGLWLRQV

'LVSRVDOV

$V DW 'HF

$FFXPXODWHG GHSUHFLDWLRQ DV DW -DQ

$GGLWLRQV

'LVSRVDOV

$V DW 'HF

&DUU\LQJ DPRXQW DV DW 'HF

7KH FDUU\LQJ DPRXRSMWRW\ SODQW DQWBGXHWXEW HVRVUHVWULFWLRQV
ZKHQ LW FRPHV WR WDNLQJ RXW ILQDQFLDO OLDELOLWLHY DPRXQWYV WR ° PLOOLRQ SUHYLRXV

\HDU ° PLOOLRQ $V LQ WKH SUHYLRXW YHRIUS WRKSHIHNVD USIOQR W
DQG HTXLSBBEWIHG WR OHQGHUYV
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,QWDQJLEOH DVVHWYV
,QWDQJLEOH DVVHWYV GHYHORSHG DV IROORZV

,QWHUQDOO\ JH@QHWDQWHEOH DVVHWY DFTXLUHG
LQ HXURV LQWDQJLEOH DVVHWRU FRQVLGHUDWRWQO LQWDQJLEOH DVVHWYV

$FFXPXODWHG KLVWRULFDO FRVW DV DW -DQ

&KDQJH LQ WKH VFRSH RI FRQVROLGDWLRQ

$GGLWLRQV

5HFODVVLILFDWLRQV

'LVSRVDOV

$V DW 'HF

$FFXPXODWHG GHSUHFLDWLRQ DV DW -DQ

&KDQJH LQ WKH VFRSH RI FRQVROLGDWLRQ

$GGLWLRQV

'LVSRVDOV

$V DW 'HF

&DUU\LQJ DPRXQW DV DW 'HF
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,QWHUQDOO\ JH@QHNUDWHEOH DVVHWY DFTXLUHG
LQ HXURV LQWDQJLEOH DVVHWRU FRQVLGHUDWRWQO LQWDQJLEOH DVVHWYV

&XPXODWLYH DFTXLVLWLRQ FRVWY SURGXFWLRQ FRVWYVY DV DW -DQ

$GGLWLRQV

'LVSRVDOV

$V DW 'HF

$FFXPXODWHG GHSUHFLDWLRQ DV DW -DQ

$GGLWLRQV

'LVSRVDOV

$V DW 'HF

&DUU\LQJ DPRXQW DV DW 'HF

5HIXODU DPRUWVY |DMHRQYQGWE&H DUHD RI DFWLYLW\ LQ ZKLFK YHORDPAHHWRIVOKDMEB OLDELOLWLHYV

7KH IXOO FDUU\LQWKHRX\WWORNVYHQ *PE+°EUDQG RISUHYLRXV

\HDU ©° ZKLFK LV UHSRUWHG XQGHU DFTXLUHG LQWDQJLEOH DVVHWYV ZDV ZuslHW\/\V/W_GlQ RTI

7KLV LPSDLUPHQW LV UHODWHG WR WKH FKDQJH LQ EUDQGxMWUDWHJI\ ZLWKEQ OWKH VWHRKXQHWWD FHOQWHUV  7RWDO
&ORXG EXVLQHVYV sV bW 00
$GGLWLRQV
'"HYHORSPHQW FRVWV RI © SUHYLRXV \HDU © ZHUH
FDSLWDOQ]HRQQHFWLRQ ZLWK WKH GHYHORSPHQW RI-‘HEYWAUBERYE
LOQWDQJLEOHDNVWKMWWHTXLUHPHQWYV RI ,$6 ZHUH X0 QAQWHW VW H[SHQVH
$V DW 'HF
IHDVHV
7KH GHYHORSPHQW RI ULJKW RI XVH DVVHWV DQG OHDVH OLDELOLWLH)\
IROORZV SHowHe
LQ HXURV EXLOGLQJYV 9HKLFOHWMWD FHQWHUV 7TRWDO
$V DW -DQ

$GGLWLRQV

/HDVH SD\PHQWYV

,QWHUHVW H[SHQVH

$V DW 'HF
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JRU WKH PDWXULW\ DQDO\VLV Rl OHDVH OLDELOLWLHV D\3DANWHFPMPWHBQ RI XMHFHLYRRMHOWHG SD\PHQW REOLJDWLRC

JLDELOLWLHV ([SHQVHV IRU VKRUW WHUP OHDVHV DPRXQMHGHYWR V° LQ
SUHYLRXV \HDU © ([SHQVHV IRU ORZ YDOXH OHDVHV DPRXQWHG WR
o o

LQRQDQRHDO SUHYLRXV \HDU o oy
'"HYHORSPHQW RI ULJKW RI XVH DVVHWV 8S WR RQH \HDU

WR \HDUYV

ORUH WKDQ \HDUV

5HQWHG

LQ HXURV EXLOGLQJV 9HKLFOHWWD FHQWHUV 7Rwpo (RWDO

$V DW -DQ

$GGLWLRQV 3D\PHQWV DPRXQWLQJ WR ° SUHYLRXV \HDU ©°
GXH LQ WKH FRPLQJ \HDUV IRU UHQWDO RSWLRQV QRW \HW

'"HSUHFLDWLRQ
VWDWHPHQWYV

$V DW 'HF

5HQWHG

LQ HXURV EXLOGLQJV 9HKLFOHWWD FHQWHUV 7RWDO

$V DW -DQ

$GGLWLRQV

'"HSUHFLDWLRQ

$V DW 'HF
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*RRGZLOO
*RRGZLOO EUHDNV GRZQ WR VHIJPHQW DV IROORZV

LQ HXURYV 3XEOLF 6HFWRU%XVLQHVV 6HFWRU 7TRWDO 3XEOLF 6HFWRU%XVLQHVV 6HFWRU 7TRWDO

$FFXPXODWHG KLVWRULFDO FRVW DV DW -DQ

&KDQJH LQ WKH VFRSH RI FRQVROLGDWLRQ

$GGLWLRQV

'LVSRVDOV

$V DW 'HF

$FFXPXODWHG LPSDLUPHQW ORVVHV DV DW -DQ

$GGLWLRQV

'LVSRVDOV

$V DW 'HF

&DUU\LQJ DPRXQW DV DW 'HF

7KH JRRGZLOO ZDV DOORFDWHG WR WKH FDVK JHQHUDWLIQIHX®PWYWAD VH & -RQKM[BBFWHEUDJIJH FRVW RI FDSLWDO :$«
VIQHUJLHV IURP WKH UHVSHFWLYH EXVLQHVV FRPELQDWLR®U7KHVH ZFZIDW B I S QHU® WQ QN KHYIHVFWD OF XODWLRQV
UHSUHVHQW WKH ORZHVW UHSRUWLQJ OHYHO ZLWKLQ WKH *URXS DW ZKLFK JRRGZLOO LV
PRQLWRUHG E\ PDQDJHPHQW IRU LQWHUQDO FRQWURO SKKIS RB\LIWV R XRM FIDWKHI HQ HOUDMHUWQRILQHG XVLQJ D ULVN IUHH LQ
XQLWYV FRUUHVSRQG WR WKH VHIJPHQWYV GDWD RI SUHYLRXV \HDU D PDUNHW ULVN SUHPLXH
\HDU DQG D EHWD IDFWRU RI SUHYLRRWPSHQU
VHFXQHW *URXS LV GLYHGHABQWBWROWEBHFWRU DQG %XVLEEMUBWHAWRWLPDULO\ ZLWKLQ WKH (XURSHDQ (FRQRPLF $UHDC
XVHG IRU DOO FDVK JHQHUDWLQJ XQLWV 7KH EDVH® IRIY XQG}
‘KHQ UHYLHZLQJ JRRGZLOO IRU SRWHQWLDO LPSDLUPHQWWVIKQ DHFRRDGD GAMWIZROVKD,G6 WIWKHY LQWR DFFRXQW SDVW |
UHFRYHUDEOH DPRXQW RI HDFK FDVK JHQHUDWLQJ XQLWPDW BHWHQML § HT SEAF MWDW YRQX U HIDUGLQJ IXWXUH PDUNHW G
XVH DV SDUW RI WKH LPSDLUPHQW WHVW 7KLV UHYLHDQ \D YHRUWDGIHHF WHRZ VDI @PMAHOR YOHU DWMKH GHWDLOHG SODQQLQJ S
'"HFHPEHU 7KH YDOXH LQ XVH LV FDOFXODWHG XVLQJ WXHJIG HQMR XOUMEHG FDMX WHKREZ W RVMEKHVY VHIPHQW 30DQQLQJ S
UHVSHFWLYH XQLW 7KHVH FDVK IORZV DUH GHULYHG |URW X 7D UAK ERIQ \LIVG BHIMG! ER LHJWE® DSRODWLQJ FDVK IORZV WI
ZLWKLQ WKH IUDPHZRUN RI WKH DQQXDO SODQ SUHSDUHEDWHVRKH ODSDHMPRROW\BMRDUG LQ WKH YDOXH LQ XVH
DQG DSSURYHG E\ WKH 6XSHUYLVRU\ %RDUG 7KLV LV WKHQ FRQYHUWHG WR 123/$7 QHW
RSHUDWLQJ SURILW OHVV DGMXVWHG WD[HV DQG DGMXVWHG IRU GHSUHFLDWLRQ DQG
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6LQFH WKH GLVFRXQWHG FDVK IORZV H[FHHGHG WKH FDUUKHQUHRRRXQW § FRH MRHVIRDRFGWAMVL @BUYH WR UHLQVXUH H[LVWLQ
QR LPSDLUPHQW ORVVHV ZHUH UHFRJQL]JHG $V SDUW RIDD) & HRWRE WL YIH¥FX Q QWOH? SO RWKHY DIMNLQJ IURP SHQVLRQ FRP
SUHPLXP ZDV LQFUHDVHG E\ DQG IODW GLVFRXQWYV RSUHYEZRXW HRSSWOR\HHG® W R KWKH H[LVWLQJ UHLQVXUDQFH FRQWU
H[SHFWHG FDVK IORZV Rl WKH LQGLYLGXDO FDVK JHQHUDDNIVHWXQKWEHUK|[$6 DOVRUHRYXPWHEHQYH VKDUHV ZKLFK DL
QR LPSDLUPHQW ORVV EHLQJ UHTXLUHG IRU DQ\ JRRGZFXQUW HXON IDRADAMMMG/ WIRH SWKH H@QW KUHLPEXUVHPHQWY XQGHU ,$

JHQHUDWLQJ XQLWV SUHPLXP UHVHUYH VKDUHV LV GHWHUPLQHG E\ WKH LQVXUDC

YDVW PDMRULW\ RI WKH UHLQVXUDQFH UHVHUYHV LV FDOFXO
JOYHQWRULHV PDWKHPDWLFDO PHWKRGV SUHVHQW YDOXH PHWKRG XVLQJ

VSHFLILF ULVN SUHPLXPV

LQ HXURV

7UDGH JRRGV '"HIHUUHG WDJ[HV

JLQLVKHG JRRGV 7KHURXXDV ORVV FDUU\IRUZDUGV RI © WKRXVDQG LQ FI

‘RUN LQ SURJUHVV ° WKRXVDQG LQ WUDGH WD[ SUHYLRXV \HDU ° WKR X\

$GYDQFH SD\PHQWYV DQG © WKRXVDQG LQ WUDGH WD[ ZKLFK DV LQ WKH

ZRWDO DWWULEXWDEOH H[FOXVLYHO\ WR GRPHVWLF FRPSDQLHYV

1R GHIHUUHG WD[ DVVHWV ZHUH UHFRJQL]HG IRU FRUSF
7UDGH JRRGWMNHG XVLQJ WKH DFTXLVLWLRQ FRVWV GHWHURMRHE SMiBRROILRY  WRDOG RUWDGH WO GWHY R
DYHUDJH 0 VRXWDQG  SUHYIRXV \ HDU © WKRX\WDQG DV VIKHVH ®W FDUY | RWZ DUGV

QRW H[SHFWHG WR EH UHDOL]HG LQ WKH VKRUW WR PH
7KH PDQXIDFWXULQJ FRVWV Rl ILQLVKHG JRRGV DQG ZRFH\{JILFR_ﬁIngdHH\}KHD%HHIH VE¥VREE DVVHWV QRW UHFRJQL]HG

EDVHG RQ WKH DFTXLVLWLRQ FRVWVY RI WKH PDWHULDOV XVHG \H@I@XWBB&R%WVYR_IR%([\J/R@I%(IE WKRXVDQG 9DO XD\

VKRXVDQG Z HWH P DGH 1RU GHIHUHG VD[ D\M—WLHFRJQ.}HGI.QSURU\HDU/
,Q WKH UHSRUWLQJ \HDU YDOXH DGMXVWPHQWYV IRU WUD§UHJ{%I§§ %VJQWW%Q.@&@%—IQVHV R

° SUHYLRXV \HDU °

'"HIHUUHG WD[ DVVHWV RI ° WKRXVDQG SUHYLRXV \HDU ©°

1RQ FXUUHQW ILQDQFLDO DVVHWYV UHFRJQL]JHG IRU FRUSRUDWH WD[ ORVVHV RI ° WKRXVDQG

7KHSUHPLXP UHVHUYH VKDUHV IURP UHLQVXUDQFH FRQWUDFWYRXNRRG XOBHULRRY \HDU ° WKRXVDQG IRU FR

FXUUHD@DQFLDO DVVHWY DPRXQW WR © SUHYLRRXV \HDKRXWDQGIRUMDGHWD] 7KHUHXLIMWLHQW VXEVWD QRN LIX@ XIYHGHQ

5HJXODU FRQWULEXWLRQV LQFUHDVH WKH YDOXH SDWHMOEOH IRDUGQNQINLAORYKHQUHEFWRYQLWLRQKRI ORKMNAHY DVNH @ R ¢
GHFUHDVH LW ,Q WRBIU Y DIOGEDRWMWRE LQVXUDQFH FRFSWDELMADEOH

VKRZHG D DWL®MDU HQG
)RU WKH FDOFXODWLRQ RI GHIHUUHG WD[HV D WD[ UDWH RI
RU IRU SDUWQHUVKLSV LV XVHG 7KLV WD[ UDWH LQFOXC
WDBOX\NROLGDULW\ VXUFKDUJH 7KH HIIHFWV RI WKH FRUSRUD)
IURP WKH $FW RQ DQ ,PPHGLDWH 7D[ ,QYHVWPHQW 3URJUDP W
(FRQRPLF 3RVLWLRQ KDYH EHHQ WDNHQ LQWR DFFRXQW



RRQVROILGDWHG )IQDQELDO &WRWH P HORYV

"HIHUUHG WD[HV LQ WKH VWDWHPHBWHBNIGREQRIOMARZRVLWLRQUHG WD[HV LQ WKH VWDWHRH®W BBRVSRRROOWZRU ORVYV

5HFRJQLWLRQ LQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ[SHQVHV LQFRPH LQ WKH VWDWHPHQW RI SURILW RU ORVYV

LQ HXURV LQ HXURV
"HIHUUHG WD[ DVVHWYV '"HIHUUHG WD[ DVVHWYV
IURP SURYLVLRQV IRU SHQVLRQ IURP SHQVLRQ SURYLVLRQV
IURP JRRGZLOO IURP JRRGZLOO
IURP LQWDQJLEOH DVVHWYV IURP LQWDQJLEOH DVVHWYV
IURP SURSHUW\ SODQW DQG HTXLSPHQW IURP SURSHUW\ SODQW DQG HTXLSPHQW
I[URP OHDVH DJUHHPHQWY ZLWKLQ WKH PHDQLQJ RI ,)56 IURP OHDVH DJUHHPHQWYVY ZLWKLQ WKH PHDQLQJ RI ,)56
IURP ORVV FDUU\IRUZDUGYV IURP ORVV FDUU\IRUZDUGYV
IURP RWKHU LWHPV IURP RWKHU LWHPV
"HIHUUHG WD[ OLDELOLWLHV '"HIHUUHG WD[ OLDELOLWLHV
I[URP WUDGH UHFHLYDEOHY DQG FRQWUDFW DVVHWYV IURP WUDGH UHFHLYDEOHY DQG FRQWUDFW DVVHWYV
IURP LQWDQJLEOH DVVHWYV IURP LQWDQJLEOH DVVHWYV
IURP JRRGZLOO IURP JRRGZLOO
IURP SURSHUW\ SODQW DQG HTXLSPHQW IURP SURSHUW\ SODQW DQG HTXLSPHQW
IURP RWKHU LWHPV IURP RWKHU LWHPV
7RWDO ,QFRPH IURP GHIHUUHG WD[HV
'"HIHUUHG WD[ DVVHWYV RI ° WKRXVDQG SUHYLRXV \HOU ILODQRPLRRXWHIDGHIMHY®HG WD[ H[SHQVH RI °
GHIHUUHG WD[ OLDELOLWLHV RI © WKRXVDQG SUHYLRGWMIWHDUHC® WDWKRXNOQWQK °ZHUH ZDV UHFRJQL]HG

UHFRJQL]JHG RQ LWHPV ZLWK D PDWXULW\ RI PRUH WKDQ L @RRPHKYV

1R GHIHUUHG WD[HV ZHUH UHFRJQL]J]HG RQ WHPSRUDU\ GLIIHUHQFHV RI ° WKRXVDQG
SUHYLRXV \HDU ° WKRXVDQG UHODWLQJ WR VKDUHV LQ VXEVLGLDULHV

SUHY
LQ RWKF



RRWQVROIGDWHG YIQDQFLDO &WRWIH PHQRDVF

/[LDELOLWLHYV

/ILDELOLWLHVY WR DIILOLDWHG FRPSDQLHV FRQVLVW RI WUDGH DFFRXQWY SD\DEOH DPRXQWLQJ
WR ° SUHYLRXV \HDU ° 7KH FDUU\LQJ DPRXQWV RI WUDGH DF

FRXQWY SD\DEOH DQG RWKHU OLDELOLWLHYVY FRUUHVSRQG WR WKHLU QRPLQDO YDOXH

2WKHU FXUUHQW OLDELOLWLHY DUH VWUXFWXUHG DV IROORZV

LQ HXURV

3D\DEOH YDOXH DGGHG WD|[

3D\DEOH SD\UROO WD[ DQG FKXUFK WD][

3D\DEOH VRFLDO VHFXULW\ FRQWULEXWLRQV

2WKHU OLDELOLWLHV

7RWDO



RRWQVROIGDWHG YIQDQFLDO &WRWIH PHQRDVF

7KH PDWXULW\ RI WKH OLDELOLWLHV LV VKRZQ LQ WKH IROORZLQJ WDEOH

5HPDLQLQJ WHUP 5HPDLQLQJ WHUP 5HPDLQLQJ WHUP
7TRWDO 21 XS WR \HDU R \HDU WR \HDUV RI RYHU \HDUYV

LQ HXURYV

7UDGH DFFRXQWYV SD\DEOH

/ILDELOLWLHV WR DIILOLDWHG FRPSDQLHV

/HDVH OLDELOLWLHV

/LDELOLWLHV WR OHQGHUYV

,QFRPH WD[ OLDELOLWLHYV

2WKHU OLDELOLWLHV

&RQWUDFW OLDELOLWLHYV

&ERQWUDFW EDODQFHYV &RQWUDFW OLDELOLWLHY LQFOXGH FXVWRPHU SD\PHQWYV WKD

7KH IROORZLQJ SUHVHQWDWLRQ SURYLGHV LQIRUPDWLRQ &&J U%F&%W@E’({S‘HV7K&Q/Q\RIBWH\RIRHVV%%\PXGHV WUDQVDFWLRQ

DQG FRQWUDFW OLDELOLWLHV IRU FXVWRPHU FRQWUDFW HUDWHV DGYDQFH SDIPHQWV RU UHFHLYHV GRZQ SDI\PHQW
VHUYLFHV GXH WR PXOWL \HDU PDLQWHQDQFH DQG VXSSRUW

Lo HxURY ZDUUDQWLHV 7KHJUHQHHOXWH GVRYSHRHUMERHUHVSRQGLQJ WR W

PDWXULWLHY VKRZQ LQ 1RWH
7UDGH UHFHLYDEOHYV

&RQWUDFW DVVHWYV &RQWUDFW OLDELOLWLHY GHYHORSHG DV IROORZV GXULQJ WK

&RQWUDFW OLDELOLWLHV

&RQWUDFW DVVHWYV LQFOXGH VHUYLFHV DOUHDG\ UHQGHWH®& YQGHU FRQWUDFWV IRU

VHUYLFHV EXW QRW \HW LQYRLFHG WR WKH FXVWRPHU 1R,¥DOXPWLRR PQURZPQXEHV KL
UHFRJQL]JHG IRU WKHVH DVVHWV LQ WKH ILQDQFLDO \HDU

$GGLWLRQV IURP SD\PHQWYVY UHFHLYHG

7KH FRQWUDFW DVVHWV DUH WUDQVIHUUHG WR UHFHLYDEYHAY o wkH FxvywrpHu v

7KH WUDQVDFWLRQ SULFHVY DOORFDWHG WR WKH UBIBBLQLQJ SHUIRUPDQFH REOLJDWLRQV
QRW GLVFORWHXR VLIQLILFDQW DPRXQWV ZLOO EH UHDOL]JHG EH\RQG ILQDQFLDO
\HDU




RRWQVROIGDWHG YIQDQFLDO &WRWIH PHQRDVF

3URYLVLRQV IRU SHQVLRQV %RWK SODQV LQFOXGH WKH SRVVLELOLW\ RI HDUO\ UHWLUHP#F
UHGXFWLRQV
LQ HXURYV
2SHQLQJ EDODQFH DV DW -DQ %RWK SODQV SURYLGH GLVDELOLW\ DQG VXUYLYRU EHQHILWV
%HQHILWY SDLG
$GGLWLRQV 7KH H[SHUW UHSRUWV IRU HOLJLEOH HPSOR\HHV RI VHEXQHW
2KDOJIH UHFRIOLING LO RWKHU FRPSUNEIREREE - 1 DUH EDVHG RQ DVVXPSWLRQV RI D VDODU\ LQFUHDVH RI
CORvLo) EDODOrN DY Dw nE SD D SHQVLRQ LQFUHDVH RI S D SUHYLRXV \HDU
LQWHUHVW UDWH RI S D SUHYLRXV \HDU SD DQG
S D SUHYLRXV \HDU SD 7KH FDOFXODWLRQV ZHUH

SURYLVLRQV IRU SHQVLRQV DQG VLPLODU REOLJDWLRQVPRUWDBUWH® DRED AWKHE\ BDRLV'RI . Y/BKYV +HXEHFN
*URXS FRPSDQ\eeV LQGLYLGXDO FRQWUDFWXDO FRPPLWPHQW WR LWV HPSOR\HHV

FXUHQWDQG IRWP HU HP S&\ HHV SWHYIRXV \ HDU HP SRAHHV RI VHFXQHWR GHWHUPLQHAWXBRHLDO UQWHUHVWLHOG FXUYYH/ IDWIGH ULY HC
*URXZKR ZHUH SUHYLRXVO\ HPSOR\HG E\ RWKHU FRPSDEBRVUWLUH GDWH KOHQIREIRRWVWUDSSLQJ EDVHG RQ FRUSRUL
SHQVLRQV 7KHVH SHQVLRQHUVY DUH FRPSULVHG RI SURY SW KW U Y Bl OSLHIQUWHHRZGN WS H WIKNAHEGH TURP WKH \LHOG FXUYH ED
FXUUHQW SHQVLRQHUV DQG WZR VXUYLYRUV UHFHLYLQJ WHQALWREOLJDWLRQ

'XH WR EXVLQHVV FRPELQDWLRQV DQG WKH WUDQVIHUKRISBRDCRWHYYV IVHRPH FWWHEDVHG RQ GDWD IURP '"HFHPEHU
FRPSDQLHV&RWPISEDQKDY YDULRXV SHQVLRQ SODQV 7KHVH FDQ HVVHQWLDOO\ EH
JURXSHG LQWR WZR W\SHV RI SODQV

7KH ILUVW W\SH RI SODQ JUDQWYV WKH EHQHILFLDU\ D GHILQHG SHUFHQWDJH RI WKHLU
UHPXQHUDWLRQ DV D UHWLUHPHQW SHQVLRQ IRU HDFK \HDU RI VHUYLFH UDQJLQJ IURP

WR 7KH VHFRQG W\SH RI SODQ SURYLGHV WKH EHQHILFLDU\ ZLWK D IL[HG
FRPSRQHQW IRU WKHLU ROG DJH SHQVLRQ
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6HQVLWLYLW\ DQDO\VLYV

(I'THFW RQ SURYLVLRQV (ITHFW RQ SURYLVLRQV
9DOXDWLRQ SDUDPHWHU 6HQVLWLYLW\ ,QLWLDO YD O X ) VKRXVDQG HXLRV %DVHOLQH YDOXHQ WKRXVDQG HXURV

$FWXDULDO LQWHUHVW

$FWXDULDO LQWHUHVW

6DODU\ JURZWK

6DODU\ JURZWK

3HQVLRQ JURZWK

3HQVLRQ JURZWK

/LIH H[SHFWDQF\ -DKUH +HXEHFEN * +HXEHFN *

7KH VHQVLWLYLW\ FDOFXODWLRQV DUH EDVHG RQ WKH3BQNURQHO WIHELLROW WRL HW KGH YSHHAOR/SIR® DV IROORZV GXULQJ WKH
REOLJDWLRQV GHWHUPLQHG DV DW 'HFHPEHU 7KH FDOFXODWLRQV DUH SHUIRUPHG
VHSDUDWHO\ IRU WKH DFWXDULDO SDUDPHWHUY GHHPHG PDWHKHULDO LQ RUGHU WR VHSDUDWHO\
GHPRQVWUDWH WKHLU HIIHFW RQ WKH SUHVHQW YDOX¢$/ oW -KH SHQVLRQ REOLJDW
FDOFXODWHG DV DW 'HFHPEHU 6LQFH WKH VHQVLWLYLWW RRPRINHEY,RUH EDVHG
WKH DYHUDJH WHUP RI WKH H[SHFWHG SHQVLRQ REOLJDWLROWV DQG FRQVHTXHQWOV GR
FRQVLGHU WKH H[SHFWHG SD\PHQW GDWHV WKH\ R
LQIRUPDWLRQ RU WUHQG VWDWHPHQWYV $FWXDULDO JDLQV ORVVHV IURP

H[SHULHQFH EDVHG DGMXVWPHQWYV
7KH HVWLPDWLRQ DQG GHWHUPLQDWLRQ RI WKH SDUDPHW HRDGIHV DRM L /0aH L 6d. b F Wb BLIROQ v
ODQDJHPHQW %RDUG %HOHILWV SDLG

$V DW 'HF

21 WKH SHQVLRQ OLDELOLWLHYV SUHYLRXV \HDU DU
HPSOR\HHYV SUHYLRXV \HDU DUH DWWULEXWDEOH WR

SUHYLRXV \HDU DUH DWWULEXWDEOH WR SHQVLRQ
\HDU DUH DWWULEXWDEOH WR UHFLSLHQWV RI VXUYL
FRPPLWPHQWY DUH YHVWHG



RRWQVROIGDWHG YIQDQFLDO &WRWIH PHQRDVF

7KH ZHLJKWHG WWHHRPDSHUIRUPDQFH UHODWHG REOLJDW L RV DDAWP REX DRPE MR WDNLQJ LQWR DFFRXQW DQQXDO H[S

\HDWW DWFHPEHU SUHYLRXV \HDU \HDUV DQG SODQQHG SHQVLRQ EHQHILWV RI © D SHQVLRQ SUR
H[SHFWHG

([SHQVHV IRU SHQVLRQ REOLJDWLRQQFRP H QFRODMEHBHNY W K H

GRZQ DV IROORZV VHFEXQHW *URXS SDLG ° WKRXVDQG SUHYLRXV \HDU °

FRQWULEXWLRQV WR WKH VWDWXWRU\ SHQVLRQ LQVXUDQFH
LQ HXURV ZKLFK LV UHJDUGHG DV D GHILQHG FRQWULEXWLRQ SODQ 'HI
&XUUHQW VHUYLFH FRVW QRW LQYROYH DQ\ IXUWKHU REOLJDWLRQV EH\RQG WKH SD\PH(¢

,QWHUHVW H[SHQVH

7KH IDLU YDOXH Rl WKH SUHPLXP UHVHUYH VKDUHV IURP UHLC
XQGHU QRQ FXUUHQW ILQDQFLDO DVVHWV ™ FRUUHVSRQGYV
GHYHORSHG DV IROORZV

7KH H[SHQVHV DULVLQJ IURP WKH FRPPLWPHQWY DUH GLVWULEXWHG RYHU WKH HPSOR\HHV

VHUYLFH WLPH DFFRUGLQJ WR DQ DFWXDULDO UHSRUW DQGHFRQVLVW RI LQWHUHVW H[S

FXUUHQW VHUYLFH FRVW ,QWHUHVW H[SHQVH LV UHFRUGHGLbODMKBWIb@BWRQFIPO UHV

FXUUHQW VHUYLFH FRVW LV UHFRUGHG LQ SHUVRQQHO H[SHRMRBY HLMiKwQ WKH UHOHYDC

&RVW IRU WKH \HDU

2XWJIJRLQJ SD\PHQWYV
Q WKH UHSRUWLQJ \HDU SHQVLRQ EHQHILWY DPRXQWLQI WR > SUHYLERXYV\HDU—7 77—

ZHUH SDLG GLUHFWO\ E\ WKH HPSOR\HU (SEayn LQEREH UHFRUGHE LQ WKH vy

&DUU\LOJ DPRXOW DV DW 'H
BHQVLRQ REOLJDWLRQV DUH FRYHUHG E\ SUHPLXP UHVHUYH KDUH IURP UHLQVXUDQ.—..

FRQWUDFWY DPRXQWLQJ WR ° SUHYLRXV \HDU ©° ZKLFK GR
QRW FRQVWLWXWH SODQ DVVHWV ZLWKLQ WKH PHDQLQJ RI ,$6
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2WKHU SURYLVLRQV
7KH GHYHORSPHQW RI RWKHU SURYLVLRQV LV VKRZQ LQ WKH IROORZLQJ WDEOH

S8WLOL]DWLRQ 5HOHDVHG =X1%KUXQJ

1RQ FXUUHQW SURYLVLRQV
3URYLVLRQV IRU DQQLYHUVDU\ ERQXVHV

$VVHW UHWLUHPHQW DQG PDLQWHQDQFH PHDVXUHV

1RQ FXUUHQW SURYLVLRQ IRU VKDUH EDVHG UHPXQHUDWLRQ

&XUUHQW SURYLVLRQV

$QQXDO HPSOR\HH ERQXVHV

$FFUXHG KROLGD\V

'"HIHUUHG FRVWYV

:DUUDQWLHYV
BURYLVLRQV IRU VKDUH EDVHG UHPXQHUDWLRQ
(PSOR\HUV OLDELOLW\ LQVXUDQFH FRQWULEXWLRQYV

2WKHU

7TRWDO

7KH SURYLVLBRQVH®RU UHWDWQHEP HRDLQWHQDQFH PHDVXUHV/KHH SHRWLWIORDY) IRU DQQXDO HPSOR\HH ERQXVHV LV HVWDEQO
LQFOXGHV GLVPDQWOLQJ DQG PDLQWHQDQFH PHDVXUHDJWRHEHRIRAMKIKHHBP RB&R\HEAYV WIKHG UHIOHFWYV V&RHP SIDRKLHY HP'I
&RPSDQRU WKH OHDVHG SURSHUWLHV LQ (VVHQ 'UHVGHQWBDQRWM W W RKBOXQVFWKH DFKLHYHPHQW RI LQGLYLGXDO HPS

7TKHQRQ FXUUHQW DQSURXUVHRQW IRU WKIPKHQED WHGRQGVHPWFUXHG KRQVGD\SURYLVLRQ IRU WKH KROLGD\ HQWLWOHPHQ
WKH REOLJDWLRQV DULVLQJ IURP WKH ORQJ WHUP UHPXQKDNDHVDR Q HRE\S RIQHQ \I ¥ TG \GHEXINKOR WHSRWWDQH G D WH
WKH ODQDJHPHQW %RDUG PHPEHUV XQGHU WKH 3HUIRUPDQFH 6KDUH 30DQV 363 , DQG

363 ,, LQ WKH IRUP RI YLUWRWHAIRMKDUHNVNKEBEHHH[SODQDWLRRURYLVLRQV IRU GHIHUUHG FRVWV DULVH IURP SURMHFWYV
FRPSOHWHG RU DUH LQ SURJUHVY DQG IRU ZKLFK IROORZ XS Z



RRWQVROIGDWHG YIQDQFLDO &WRWIH PHQRDVF

7KH SURYLVLRQ IRU ZDUUDQWLHV FRYHUV ZDUUDQW\ F O BIPG/H IWJ RVK HF X3HW RAPUHRID/Q W BB\W DRVKHH3IWBQ , WKH IROORZLQJ YLU\
EH VHWWOHG DW VHFXQHW V H[SHQVH 7KH SURYLVLRQ LWKRUPHGDRRBPWRMW EORDVGCRIRK MWHEWEHBUIRUPDQFH SHULRGV VKF
GHIDXOW UDWHYV

BHUIRUPDQFH SHULRG 1XPEHU RI YLUWXDO VKDUHYV JUDQ
$00 SURYLVLRQV ZHUH VHW DVLGH LQ WKH DPRXQW RI WKH H[SHFWHG
WKH ULVNV

(VWLPDWLQJ WKH SUREDELOLW\ RI WKH H[SHFWHG XVH—PR+WKHSUYUR——7 —7 — — — — — — ————
GLVFUHWLRQDU\ GHFLIVQR QWPH\ QWKW R DU G

6KDUH EDVHG UHPXQHUDWLRQ 7KH ILQDO QXPEHU RI YLUWXDO VKDUHV DW WKH HQG RI WKH I
3HUIRUPDQFH 6KDUH 30DQ , 363, LV HVWDEOLVKHG DQb%D%'ﬂ)WHﬁﬁL\ﬁk'lﬁF APPEHU R R Wy WKUHH OLQNHG SHUIRUPDC
0DQDJIHPHOW %RDUG 7KLV YIDUDDERDM) UHPXRRPSREERW  VKDUHKROGHU UHWXUQ 765 PHDVXUH IRU WKH GHYHORSPHQ

LQYHVWPHQW EDVHG RQ VKDUH SULFH SHUIRUPDQFH DQG G

7KH 363 , LV JUDQWHG LQ DQQXDO WUDQFKHV zLWK D IR®IYLBE sPARUPOEHR Y R EMYREV RVIXFWDLQDELOLWY IRU Z
WKH EHJLQQLQJ RI HDFK WUDQFKH D QXPEHU RI YLUWXDBY VKOBRKWV2RP UK REFECRIYDRIGWDUIHW DQG WKUHVKROG Y
DOORFDWHG EDVHG RQ WKH DYHUDJH VKDUH SULFH RI WRY¥DPQRYYDGLQI GD\V SULRU WR WKH

DOORFDWLRQ GDWH 7KH ILQDO QXPEHU RI YLUWXDO VKDUHV DOORFDWHG WR WKH %RDUG

PHPEHUV DW WKH HQG RI D WUDQFKH GHSHQGYV RQ WKH sHYURUWBBRKO®H Wk 'PhVsHERANY RI WKH YLUWXDO VKDUHV W
FULWHULD ZLWKLQ WKDW SHUIRUPDQFH SHULRG 7KH sDVRRwWEB¥R%JWYL VPRI EPVRYcWe{H SURYLVLRQ DW WKH UH
PXOWLSO\LQJ WKH DGMXVWHG QXPEHU RI YLUWXDO VKDULQDERRKVRA BRRHAHARKDWYH &BYPR ¥LPXODWLRQY LV DSSOLH
WK H WUDGLQJ GD\V SULRU WR WKH HQG RI WKH IRXOHNYUDLRERERUP b FNKY B RHXODWLRQ

7KHUHIRUH WKH ILQDO QXPEHU RI YLUWXDO VKDUHV DW WKH WLPH RI SD\RXW PD\ GLIIHU

IURP WKH QXPEHU RI SURYLVLRQDOO\ DOORFDWHG YLUWXBBUVRPRQFH 6KDUH 30DQ , IRU WKH SHUIRUPDQFH SHULRG

7KH DPRXQW RI VKDUHPEKMHUDIDLRRQ RXW LV VXEMHFW _AWRDPVIMYHUDO 9DOXH
OLPLWDWLRQV )LUVW WKH WDUJHW DFKLHYHPHQW IRU HHUPK 363 , WDUJHW LV FDSSHG DW D \HDUV
PD[LPXP RI $GGLWLRQDOO\ WKH SD\RXW LV FDSSHGzPWy suL R AV Ktk xRHWI=~RP0 @w wkH UHSRUWLOI GDWH o

DOORFDWLRQ YDOXH )LQDOO\ WKH PD[LPXP UHPXQHUDW

"LYCGHQG SDLG WR DWH °
WKH ODQDJHPHQW %RDUG PXVW EH REVHUYHG

5LVN I[lUHH LQWHUHVW UDWH FDOFXODWHG XVLQJ WKH 6YHQVVRQ PHWKRG

,Q WKH HYHQ¥RDRIGDPHPEHU V SUHPDWXUH GHSDUWXUH_([S#RWMHG HRARNPPW) FRY WKH VHFXQHW VKDUH GHULYHG IURP KLVWRULFDO Y
SURYLVLRQWRGBGHRIMREG DQG EDG OHDYHU VLWXDWLRQV GHWHQRLQHQPS ZKHWKHU

FODLPV DUH IRUIHLWHG EDG OHDYHU FDVHV RU UHWDLQHG JRRG OHDYHU FDVHV ,I FODLPV

DUHHWDLQHG SD\PHQW LV PDGH HVVHQWLDOO\ DFFRUGLQJ WR WKH SURYLVLRQV RI 363 , DW

WKH HQG RI WKH SHUIRUPDQFH SHULRG
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$VVXPSWLRQV UHJDUGLQJ FRUUHODWLRQV EHWZHHQ WKHBHUHRXRHNW H ERNUHH SWIDRH , DR WKIKHSHUIRUPDQFH SHULRG
SHUIRUPDQFH RI WKH 7HF'$; ZHUH GHWHUPLQHG EDVHG RQ KLVWRULFDO SULFH DQG LQGH]
GHYHORSPHQWYV 7KH IDLU YDOXH RI WKH VHFXQHW VKDWHpAMySu XQFDSSHG RU

° FDSSHG

9DOXH

THUP \HDUV

6KDUH SULFH RI VHFXQHW $* DV DW WKH UHSRUWLQJ GDWH o
SHUIRUPDQFH 6KDUH 30DQ , IRU WKH SHUIRUPDQFH SHULRG

'LYLGHQG SDLG WR GDWH 0
3DUDPHWHU 9poxH SLVN IUHH LQWHUHVW UDWH FDOFXODWHG XVLQJ WKH 6YHQVVRQ PHWKRG
THUP \Hpuy _(I[SHFWHG YRODWLOLW\ Rl WKH VHFXQHW VKDUH GHULYHG IURP KLVWRULFDO Y
6KDUH SULFH RI VHFXQHW $* DV DW WKH UHSRUWLQJ GDWH ° SHPDLQLQJ WHUP \HDUV

'LYLGHQG SDLG WR GDWH o
5LVN IUHH LQWHUHVW UDWH FDOFXODWHG XVLQJ WKH 6YHQVVRQ PHWKREVVXPSWLRQV UHJDUGLQJ FRUUHODWLRQV EHWZHHQ WKH VH

([SHFWHG YRODWLOLW\ RI WKH VHFXQHW VKDUH GHULYHG IURP KLVWRUL%'E)‘H'&%B\BLQ)EWLE\'/ WKH 7HF'$; ZHUH GHWHUPLQHG EDVHG RQ KL\
GHYHORSPHQWYVY 7KH IDLU YDOXH RI WKH VHFXQHW VKDUH |
5HPDLQLQJ WHUP \HDU FDSSHG

$VVXPSWLRQV UHJDUGLQJ FRUUHODWLRQV EHWZHHQ WKHXVYWRXQRWUWKDBUKHIBUPPI) AHQ GK WK 30DQ ,, |L3BBQ RAHDOWY LQW!L
SHUIRUPDQFH RI WKH 7HF'$; ZHUH GHWHUPLQHG EDVHG RQ KLYMRULVDD $HRKBHMDBRIEBERIHQW WKDW GHSHQGV RQ WKF
GHYHORSPHQWY 7KH IDLU YDOXH RI WKH VHFXQHW VKIPWHDWVR? FHUWOQLKED SHHIGRUPDQFH FULWHULD DQG WDUJHWYV C
0 FDSSHG 6XSHUYLVRU\ %YRDUG RQ D WKUHH \HDU DVVHVVPHQW EDVLV I

SHUIRUPDQFH RI VHFXQHW $* XQWLO WKH HQG RI D IXUWKHU
3HUIRUPDQFH 6KDUH 30DQ , IRU WKH SHUIRUPDQFH SHULRGDVVHVVPHQW SHULRG

3DUDPHWHU 9poxn 7KH PXOWL \HDU VSHFLDO BR@68 EDVHBYR® WR SURYLGH DG

S~ ouy LQFHQWLYHV LQ UHODWLRQ WR DPELWLRXV VWUDWHJILF WD
VXFFHVVIXO VWUDWHJILF GHYHORSPHQW

6KDUH SULFH RI VHFXQHW $* DV DW WKH UHSRUWLQJ GDWH ®

'LYLGHQG SDLG WR GDWH ©

,QLWLDOO\ D WUDQFKH RI YLUWXDO VKBJUHYRBMHWHREUEDQRB 6
5LVN I[UHH LQWHUHVW UDWH FDOFXODWHG XVLQJ WKH 6YHQVVRQ PHWKRWKH 3HUIRUPDQFH 6KDUH 30DQ ,, DSSURYHG E\ WKH 6XSHUYL\
([SHFWHG YRODWLOLW\ RI WKH VHFXQHW VKDUH GHULYHG IURP KLVWRUIFRQ ¥ K&DMWL Qv WiKkH WDUJHW DPRXQW IRU WKH PXOWL \HDU VSHI
5HPDLQLQJ WHUP \HDUV ODQDJHPHQW %RDUG PHPEHU GHWHUPLQHG DW WKH GLVFUH
%YRDUG LQWR YLUWXDO VKDUHYV DFFRUGLQJ WR WKH LQLWLDO

WR WKH QHDUBPRXARROHUWXDO VKDUHYV $V ZLWK 3HUIRUPDQ
$VVXPSWLRQV UHJDUGLQJ FRUUHODWLRQV EHWZHHQ WK MHE $QHWD¥KPKHURUSHHFR AR SRQGY WRKWIKFX QMU DI H

SHUIRUPDQFH RI WKH 7HF'$; ZHUH GHWHUPLQHG EDVHG RQHYIMR Wl R $ELEHWR G 2R TGHFLPDO SO D FHU IR BAQUIR K H
GHYHORSPHQWV 7KH IDLU YDOXH RI WKH VHFXQHW VKRWbHEW RI wkHXQ@EPSRF®WLYH SHUIRUPDQFH SHULRG 7KH DOOI

¢ FDSSHG WDNHV SODFH RQ -DQXDU\ RI WKH ILUVW \HDU IRU ZKLFK WKF
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WR EH DZDUGHG 7KH WKUHH \HDU DVVHVVPHQW SHULRG IRU(WXIHWHVSHFWLYH WUDQFKH DOVR

EHJLQV RQ WKLV GDWH W HQGV RQ "HFHPEHU REEWIKH LV EERRAS RSPHGW X1 QW k M PYrRXs v HTXLW\ LV SUHVHQWHG L
WKUHH \HDU SHUIRUPDQFH SHULRG PHQW RI FKDQJHV LQ HTXLW\

$ WRWDO RI YLUWXDO VKDUHV ZDV JUDQWHG XQGHU WPBI%QQS é%lbm DWH VHFEXQHW $* KROGV WUHD V>

7KH ILQDO QXPEHU RI YLUWXDO VKDUHV ZLOO EH GHWH[F&PLQIQE é)dvaR J“HIX\U( HP&’UUHVSRQGV WR D VKDUH R
SHUIRUPDQFH SHULRG EDVHG RQ WKH RYHUDOO DFKLHYH §LWI95| HO RI WKH GHILQHG SH

IRUPDQFH WDUJHWY VDOHV UHYHQXH (%,7'$ IUHH FDVK IORZ DQG WRWDO VKDUHKROGHU
UHWXUQ 7KH DFKLHYHPHQW OHYHO IRU HDFK SHUIRUPDQf@V\(,I&LéW\NLLEV EDESELG\N[I)JV& UHPDLQV XQFKDQJHG DW ©

HDUHU VKDUHV $00 VKDUHV DUH |

%DVHG RQ WKLV SHUIRUPDQFH WDUJHW D ILQDO QXPEHU Iﬁl \(/lRLb ﬁ% L QHWHHU[P\)VQI %EXWDEOH WR VHFEXQHW
$IWHU D KROGLQJ SHULRG RI RQH IXUWKHU \HDU WKH SD\ \IRIP K'S¥|l5 VKDUH DPRXQW WR ©
GRQH E\ PXOWLSO\LQJ WKH QXPEHU RI ILQDO YLUWXDO V\%IPI?[F'IYVE\:I\-QV é_'DBHE?mV& §UL %WR/MH VKDUHV LQ WK
GHWHUPLQHG 7KH SD\RXW LV FDSSHG DW RI WKH WDUJHW DPR

7KH PLQRULW\ LQWHUHVWY GHYHORSHG DV IROORZV
SHUIRUPDQFH 6KDUH 30DQ ,, IRU WKH SHUIRUPDQFH SHULRG

LQ HXURV
3DUDPHWHU 9DOXH

2SHQLQJ EDODQFH DV DW -DQ
7HUP \HDUV

&KDQJH LQ FRQVROLGDWLRQ VFRSH
6KDUH SULFH RI VHFXQHW $* DV DW WKH UHSRUWLQJ GDWH °

6KDUH LQ QHW LQFRPH
'LYLGHQG SDLG WR GDWH °

&ORVLQJ EDODQFH DV DW 'HF
5LVN I[UHH LQWHUHVW UDWH FDOFXODWHG XVLQJ WKH 6YHQVVRQ PHWKRG

([SHFWHG YRODWLOLW\ RI WKH VHFXQHW VKDUH GHULYHG IURP KLVWRULFDO YRODWLOLWLHYV

S \ oG = $V SDUW RI WKH GHFRQVROLGDWLRQ RI VHFXVWDFN *PE+ L /
5HPDLQLQJ WHUP SHUIRUPDQFH PHDVXUHPHQW HDU KROGLQH lHNULREHHQ GLYHVWHG

$VVXPSWLRQV UHJDUGLQJ FRUUHODWLRQV EHWZHHQ WK HAKMHEXPEHMU \RK DUKHD SRV FRX W QW DWIGH QJ UHPDLQV XQFKDQJHG |
SHUIRUPDQFH RI WKH 7HF'$; ZHUH GHWHUPLQHG EDVHG REXWVWBUGERO SUDRHVDQRQH &RWH DQG LQ WKH HYHQW RI
GHYHORSPHQWYVY 7KH IDLU YDOXH RI WKH VHFXQHW VKDIKLYDOHQW HQWIDBSHBH QW

° FDSSHG

7KH FDSLWDO UHVHUYH RI VHFXQHW $* XQFKDQJHG IURP WKF
$ SURYLVLRQ RI © WKRXVDQG SUHYLRXV \HDU ° WKRX¥DQG ZDVDQIBFRIUIMMYBO®/'V IURP VKDUHKROGHU FRQWULE
DV D OLDELOLW)\ IRWNKODQUHUDMHREXBWBSRUWLQJ GDWH RBROMMHHQAWRY RI VHFXQHW $* LQWR D SXEOLF OLPLWHG FRPSD(
R1 © WKRXVDQG SUHYLRXV \HDU ° JOKRGYDQG ZDVWRARKH VKDUH SUHPLXP IURP WKH LQLWLDO SXEOLF RIIHULQJ

WKH FDSLWDO UHVHUYH LV DYDLODEOH IRU RIIVHWWLQJ ORVV
&RPSDQ\ IXQGV
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2WKHU UHVHUYHV LQFOXGW UWHADRXXIBIVHW YRH PRU SUHYKRXUDQDJIJHPHQWZUW@OBGSGRVH WR WKH $QQXDO *HQHUDO OHH
\HDU ©° DQGFRWEHHKHQVLYH LQFRPH UHJXODU GLYLGHQG RILYLGHQBUENBDU®J FRUUHVSRQGLQJ W
GLVWULEXWLRQ RI RI FRQVROLGDWHG QHW IGIFRMHH QEBH G LY
7KH UHVHUYH IRU WUHDVXU\ VKDUHV FRPSULVHV WKH DFPHMNMLMEKBQHFRNSMMWRIOWKH &RPISPQ\ WRWDO 7KH FRQVROLGDW
VKDUHV KHOG E\ WKH *URXS 7KH &RPSDQ\ FXUUHQWO\ KRQIBW LQFRPHHIDIRMKXWKHKBHWVYLRG WRWDOV ° 7TKH WRW|
VKDUHV ZDV GHGXFWHG ZKHQ GAD/Q BXQMWH KDE D W H

2ZWKHARPSUHKHQVLYH LIQFFEORFBAFW XDULDO JDLQV DQG ORWDBLWDRP MMKHUHPDLQLQJ QHW DFFXPXODWHG SURILW RI °
YDOXDWLRQ RI SHQVLRQ SURYLVLRQV DQG GHIHUUHG WD [BO OREKBDWHRYWR RWKHU UHWDLQHG HDUQLQJV

5HWDLQHG HDUQLQJV LQFUHDVHG \HDU RQ \HDU [URPHXURY WR
¢ 7KLV LQFUHDVH UHVXOWV IURP WKH FRQMR® b&dxWibewHWRILR DRI -poxbpu)
DWWULEXWDEOH WR WKH VKDUHKROGHUV RI VHFXQHW $% Rlcf%oc spipnowQBVV @LYLGHQG
SD\PHQWYV RI ° PDGH GXULQJ WKH UHSRUWLQJ \HDU
1HW LQFRPH IRU WKH \HDU
$SSURSULDWLRQ RI QHW DFFXPXODWHG SURILW 7UDQVIHU WR RWKHU UHYHQXH UHVHUYHV
JURP WKH QHW DFFXPXODWHG SURILW RI © Y el G W HFHPEHU
VWDWHPHQWYV IRU ILQDQSUBISDWHDA) LQ DFFRUGDQFH ZLWK *HUPDQ
FRPPHUFLDO GANZGHQGV RI © SHU VKDUH WRWDOLQJ3UJ?SRVDO|RU KM Q3SURSULDWLRQ RI GLVWULEXWDEOH HDUQLQJV
GLVWULEXWHG LQ ILQRQFRPPRWHDQFH ZLWK WKH UHVROXWIHHRISRRICY¥GEBXDO
*HQHUDO OHHWLQJ RI 0D\ 7UDQVIHU WR RWKHU UHYHQXH UHVHUYHYV

&DUU\VIRUZDUG
7KH DQQXDO ILQDQFLDO VWDWHPHQWY RI VHFXQHW 6HFXULW\ 1HWZRUNV $* WKDW ZHUH
SUHSDUHG LQ DFFRUGDQFH ZLWK *HUPMKRABRWPHQFRPE ODZ

0 IRU ILQDQFLDO \HKHUODQDJHPHQW %RDUG DQG 6XSHUYLVRU\
%RDUG KDYH UHVROYHG WR DOORFDWH ° Rl WKLV DPRXQW WR RWKHU UHWDLQHG
HDUQLQVVDWFHPEHU WKLV UHVXOWY LQ QHW DFFXPXODWHG SURILW XQGHU

FRPPHUFLDO ODZ RI °
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1RWHV WR WKH LQFRPH VWDWHPHQW

6DOHYV UHYHQXH
VHEXQHW *URXS JHQHUDWHY LWV VDOHV UHYHQXH WKURXJK FRQWUDFWYV ZLWK FXVWRPHUV

7KH IROORZLQJ RYHUYLHZ FDWHJRUL]JHV VDOHV DFFRUGLQJ WR JHRJUDSKLFDO FKDUDF
WHULVWLFVY PDLQ UHYHQXH VWUHDPVY DQG UHYHQXH UHFRJQLWLRQ

3XEOLF 6HFWRU %XVLQHVV 6HFWRU *URXS

LQ WKRXVDQG HXURV

*HRJUDSKLFDO DOORFDWLRQ

'RPHVWLF

$EURDG
7TRWDO

5HYHQXH JHQHUDWLRQ

&RQVXOWDQF\ EXVLQHVV

BURGXFW EXVLQHVV

7TRWDO

5HFRJQLWLRQ RI VDOHV UHYHQXH

2YHU WLPH

$W D SRLQW LQ WLPH

7TRWDO

'RPHVWLF VDOHV UHYHQXH WRWDOHG ° WKRX¥D@&EH BRHNWDLEARXWDOWWDWUWHYHQXH DSSUR[LPDWHO\ ° PLOOL
° VWRXVDQG ) RUHL Q VDBV IHYHOXH DFFRXQWAG IRU° VKRX\VDQG *URXS V ODUJHVW FXVWRPHU DV GHILQHG E\ ,)56 7KLV VD(
SUHYLRXV \HDU ° WKRXVDQG 6DOHV UHYHQXHVLWKHQEWRNBXEGREGHEWRU EXVLQHVV VHIPHQW 1R RWKHU
FXVWRPHU ORFDWLRQ RU PRUH WR *URXS UHYHQXH LQ
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SUHVHQWDWLRQ RI VHOHFWHG H[SHQVHV E\ FRNKW WHFPH QLQJ DPRXQW PDLQO\ UHODWHV WR LQWHUHVW RQ

'LWK WKH H[FHSWLRQ RI WKH FRVW RI PDWHULDOV zkLFKRF 58YRMWNRWRVEPHRY BT RYHBHY poo
FRVW FDWHJRULHV DUH UHFRUGHG LQ FRVW RI VDOHV VHOOLQJ H\b?H%_\éHV GHYHORSPHQW
FRVWV DQG JHQHUDO DGPLQLVWUDWLYH FRVWY 7KH IROORREGP HRVWR [FDMvHIRULHY DFFRXQW

IRU WKH IROORZLQJ DPRXQWYV &XUUHQW WD[HV RI ©° ZHUH LQFXUUHG LQ WKH UHSRUYV
0 7KLV LQFOXGHV WD[ LQFRPH IRU SULRU \HDUV RI

LQ HXURV \HDU WD[ H[SHQVH RI © JRU GHIHUUHG WD[HV VHH 1RW

([SHQVHV IRU UDZ PDWHULDOV FRQVXPDEOHV DQG RSHUDWLQJ

POWHULDOV 7KH LQFRPH WD[ H[SHQVH LV GHULYHG IURP WKH WKHRUHWLFC

&RVW RI SXUFKDVHG VHUYLFHV SUHYLRXV \HDU LV DSSOLHG WR HDUQLQJV EHIRUH

&RVW RI PDWHULDOV

GHULYLQJ IUBRXBKWD[ UDWH LV DV IROORZV

:DJHV DQG VDODULHV

LQ HXURV
6RFLDO VHFXULW\ FRQWULEXWLRQV
*URXS SURILW EHIRUH WD]J
([SHQVHV IRU UHWLUHPHQW SHQVLRQV
([SHFWHG WD[ H[SHQVH
3HUVRQQHO H[SHQVHYV

7D[ HITHFW IURP WKH FKDQJH LQ WD[ UDWHV
'"HSUHFLDWLRQ VFKHGXOHG

(I'THFWV RI WKH *URZWK %RRVWHU $FW

&RQVLGHUDWLRQ RI SUHYLRXVO\ XQDOORFDWHG ORVYV
5SHVHDUFK DQG GHYHORSPHQW FRVWV FDUU\IRUZDUGV

7UDGH WD[ DGG EDFNV
7KH UHVHDUFK DQG GHYHORSPHQW FRVWV IRU WKH IL—%&?%L—&%—%H—&U—DPR%QM#%%W—
o SUHYLRXV \HDU © 9DOXH DGMXVWPHQW IRU GHTHUUHG WD[HV RQ ORVYV

FDUU\V\IRUZDUGV

3ULRU \HDU WD[HV
$00 H[SHQVHV ZHUH DWWULEXWDEOH WR GHYHORSPHQ

WKH FULWHULD VHW RXW LQ ,$6 IRU DQ REOLJDWLRQ WRT WS B {HAQFHY
1RQ GHGXFWLEOH H[SHQVHYV
,QWHUHVW LQFRPH H[SHQVHYV 2WKHU LWHPV
,QWHUHVW LQFRPH DPRXQWHG WR ©° LQ ILQDQFLDOMNHDYH WOEBHIRNYWR!XV \HDU

o}

7KLV DPRXQW LV SULPDULO\ DWWULEXWDEOH WR LQWHUHVW RQ RYHUQLJKW DQG
IL[HG WHUP EDQN GHSRVLWYV SUHYLRXVWHDGHEHIDXBOH VO WK IR @Dz IRU DQ LPPHGLDWH WD[ EDVHG LQYHVWPHQW

*HUPDQ\ V HFRQRPLF SRVLWLRQ WKH VR FDOOHG *URZWK %RF
7KH LQWHUHVW H[SHQVH IRU DPRXQWLQJ WR ° wp[ ubDWH YARY EHPMWDGXDOO\ UHGXFHG E\ RQH SHUFHQWD
© FRQVLVWV SULPDULO\ RI LQWHUHVW SD\PHQIYN, R &ERIRNYL PR EGHEPIW VRAY FRUSRUDWH WD[ UDWH ZLOO W]
© SUHYLRXV \HDU ° LQWHUHVW RQ SHQWIRQR: RERYVBbRGVLQFOXGLQJI WKH DVVHVVPHQW SHUL
o

SUHYLRXV \HDU ° DQG LQWHUHVW HI[S Y WHHMHEHWRREHDYZDUGY 7KLV ZLOO UHVXOW LQ D GHIH
DFFRXQWLQJ LQ DFFRUGDQFH ZLWK ,)56 ° SUHYLRXV \HDU °
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7KH HIITHFWLYH WD[ UDWH EDVHG RQ WKH *URXS V SURILW EHIRUH WD[HV LV LQ WKH
UHSRUWLQJ \HDU SUHYLRXV \HDU

&RQVROLGDWHG VWDWHPHQW RI FDVK IORZV

7KH VWDWHPHQW RI FDVK IORZV SUHVHQWYV WKH FKDQJH LQ FDVK DQG FDVK HTXLYDOHQWYV
GXULQJ WKH UHSRUWLQJ \HDU ,W GLVWLQJXLVKHV EHWZHHQ FDVK IORZV IURP RSHUDWLQJ

LQYHVWLQJ DQG ILQDQFLQJ DFWLYLWLHV &DVK DQG FDVK HTXLYDOHQWV LQFOXGH FDVK LQ
KDQG DED®EDODQFHYV

7KH FDVK IORZ IURP RSHUDWLQJ DFWLYLWLHV ZDV GHWHUPLQHG XVLQJ WKH LQGLUHFW
PHWKRG

7KH GHYHORSPHQW RI OLDELOLWLHV IURP ILQDQFLQJ DFWLYLWLHV LV DV IROORZV

%HJLQQLQJ RI WK&DVK HIITHFWLYH &DVK HIIHFWLYH
SHULRG DGGLWLRQRQ FDVK DGGLWLRQV GLVSRVDOYRQ FDVK LQWHUHVWG RI SHULRG
/LDELOLWLHV WR EDQNV
2WKHU OLDELOLWLHV
/HDVH OLDELOLWLHV
%HJLQQLQJ RI WK&DVK HIITHFWLYH &DVK HIIHFWLYH
SHULRG DGGLWLRQRQ FDVK DGGLWLRQV GLVSRVDOYRQ FDVK LQWHUHV(ZWG RI SHULRG

/[LDELOLWLHV WR EDQNYV

2WKHU OLDELOLWLHYV

/HDVH OLDELOLWLHYV
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6HIJPHQW UHSRUWLQJ

VHEXQHW *URXS LV GLWHIHPGQWKNEK BOLRE 6H F \WRIWH DDIE H V

6HFWRU 7KHVH DUH UHSRUWHG DV VHSDUDWH VHJPHQW
PHHW DW OHDIVWKRQH.]JH WKUHVKRPS®YV GHILQHG LQ

6HIJPHQW UHSRUW

LQ WKRXVDQG HXURV 3XEOLF 6HFORMLQHVYV 6 HFWHFXQHW

6HIJPHQW UHYHQXH

&RVW RI VDOHV

6HOOLQJ H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW FRVWYV

$GPLQLVWUDWLYH FRVWYV

6HIPHQW UHVXOW (%,7

,QWHUHVW UHVXOW

2WKHU ILQDQFLDO UHVXOW

*URXS SURILW EHIRUH WD][

*RRGZLOO

6HIJPHQW UHSRUW

LQ WKRXVDQG HXURV 3XEOLF 6HFOERMLQHVYV 6 HRPWWHREXQHW

6HIPHQW UHYHQXH

&RVW RI VDOHV

6HOOLQJ H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW FRVWYV

$GPLQLVWUDWLYH FRVWYV

6HIPHQW UHVXOW (%,7

,QWHUHVW UHVXOW

2WKHU ILQDQFLDO UHVXOW

*URXS SURILW EHIRUH WDJ

*RRGZLOO

VHEXQHW KDV D PDUNHW RULHQWHG R'ZR VHJPHQWWOMVW KB
3XEOLF 6HFWRU DQG WKH %XVLQHVV 6HFWRU ™ |RFXV RQ Wtk
JURXSV SXEOLF VHEWRU FOLHQWYV DQG LQWHUQDWLRQDO RL
DQG SULYDWH EXVLQHVVHV LC FRQ'DQI VHUYLFHV SURGXFWYV
VROXWLRQV

7KH 3XEOLF 6HFWRU VHJPHQW RIIHUV LWV FXVWRPHUV WKH
FRPSULVHV VROXWLRQV VRIWZDUH KDUGZDUH DQG PDQDJH
FU\SWRJUDSKLF SURFHVVLQJ WUDQVPLVVLRQ DQG VWRUDJH
YDU\LQJ OHYHOV RI FRQILGHQWLDOLW\ 7KH SRUWIROLR DO\
SURGXFWVY DQG VHUYLFHV UHODWHG WR ,7 VHFEXULW\ IRU S)
VHFXULW\ DQI DQG WUDLQLQJ WR SURGXFWV IRU HOHFW
DXWRPDWHG ELRPHWULF ERUGHU FRQWURO V\VWHPV WKH (/
VI\IVWHP DQG WKH HTXLSSLQJ RI ODUJH LQIUDVWUXFWXUHV ZL
DQG SXEOLF NH\ LQIUDVWUXFWXUHYV

7KH %XVLQHV VHIPF RIIHUV ,7 VHFXULW\ FRQVXOWLQJ DQG Vi
KHDOWKFDUH PDUNHW DQG IRU WKH VSHFLILF QHHGV RI SULY
VROXWLRQ SRUWIROLR IRU WKH KHDOWKFDUH PDUNHW SULP
FRQQHFWRU IRU FRQQHFWLQJ WR WKH WHOHPDWLFV LQIUDVW
VHFWRU &RQVXOWLQJ VHUYLFHV IRU SULYDWH VHFWRU FRP
DQDO\VHVY SHQHWUDWLRQ WHVWV DQG VHFXULW\ FRQVXOWI
SROLFLHVY DQG WKHLU LPSOHPHQWDWLRQ WR VXSSRUW IRU
FXVWRPL]HG VROXWLRQV LQ 'VHJPF DUH DLPHG SDUWLFXODU
SURYLGHUV DQG RSHUDWRUV RI FULWLFDO LQIUDVWUXFWXUL
FRPSDQLHV HQHUJ\ DQG XWLOLW\ FRPSDQLHV WKH DXWF
FRPSDQLHV ZLWK QHWZRUNHG GLJLWDOO\ FRQWUROOHG SURC
, QG XVWU\ 7KH SRUWIROLR LQFOXGHV IRU H[DPSOH WKH
LV XVHG IRU JHQHUDWLQJ XVLQJ DQG PDQDJLQJ GLJLWDO FH
VHUYH WR DXWKHQWLFDWH XVHUV DQG WHFKQLFDO FRPSRQH
HQFU\SW GDWD DQG7KH RIIHULQJ DO' WKH SURGXFW VHFXQ
HGJH ZKLFK SURWHFWY QHWZRUNHG VHQVRUV PDFKLQHV D
DIJDLIF\EHUDWWDFNV
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7KH DFFRXQWLQJ SULQFLSOHV IRU WKH VHJPHQWYV DUH7 RHKW RWDIPG DIP\R XYQKAR RH SIRWP HVQKA\HY UHTXLUHG IRU WKH DIRUHP/
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV ([SHQVHV QRNFHFIPEHHFWQAYV BWWWUERWDEG HD PR VW KWIKH UHVSHFWLYH \HDU
UHSRUWDEOH VHIPHQWY H J RYHUKHD WKH VHIPHQWWABUREGDWHG WR

DOORFDW_RQ NH\V

LQ HXURYV

7KH VHIPHQWY DUH PDQDJHG RQ WKH EDVLV RI WKH VHIPHQW UHVXXOWY

:LWK WKH H[FHSQRQ HVV FRPSRQHQWY WKH VHIJPHQWV_DVVHWY DUH
ODUJHO\ ORFDWHC 7KHUH ZHUH QR VLJQLILFDQW FKDQJHV LQ VHIJPHQW DVVHWYV
DV WKH UHSRUWLQJ GDWH 7KHUHDIWHU

7RWDO
JXUWKHU GHWDLOV UHJDUGLQJ VDOHV UHYHQXH FDQ EH IRXQG LQ 1RWH

,Q VHIJPHQW UHSRUWLQJ JHQHUDO DGPLQLVWUDWLYH FEDENYWDO PHE® JHPHRWKHU RSHUDWLQJ

H[SHQVHVY DQG LQFRIVWDWH RI SURILW RU ORVV DUH VXPRRPXOHWXQGRMNS VvV FDSLWDO PDQDJHPHQW LV SULPDULO\ JX

DGPLQLVWUDWLYH FRVWYV SURYLVLRQV DQG UHTXLUHPHQWYV 7KH*DRKXS W RPRS BIQLNEKW HF DAXK
RSHUDWH RQ D JRLQJ FRQFHUQ EDVLV 8QOHVV RWKHUZLVH

6HOOLQJ H DUH FRPELQHG ZLWK WKH LPSDLUPHQW ORVV R® yOYBPGHFRIDRH WDE RHMWRKRGHTXLW\ VKRZQ RQ WKH VWDWHP|

FRQWUDFW DVVHWYV 2WKHUZLVH WKH HTXLW\ VKRZQ RQ WKH VWDWHPHQW RI ILQD
FRPSO\ ZLWK UHJXODWRU\ RU FRQW UDFINRXEY QHRTK IMXHERHHWYV \
2WKHU GLVFORVXUHYV DQ\ IXUWKHU PLQLPXP FDSLWDO UHTXLUHPHQWYV

(PSOR\HHV 7KH *URXS V HTXLW\ LQFOXGLQJ QRQ FRQWUROOLQJ LQWHUH)

,Q ILQDQFLDO \HDU WKH *URXS HPSOR\HG DQ DYHURix BWY WRHPSOR\HHV SUHYLRXV \HDU ©°
SHUP DQHQW HP S® HHV DQG WP SRIDU  ZRUIHWY  SIHYIRXV \ HDU
HP S®&\ HHV SHWP DOHQOMHP S&\ HHVDQG VAP SRWDU Z RUNHW/ JLOQDQFLDO LQVWUXPHQWYV
2EOLJDWLRQV 5LVNV IURP ILQDQFLDO LQVWUXPHQWV
$V DWFHPEHU VHFXQHW KDG SXUFKDVH FRPPLWPHQWY HRMLPYESE P LRR WKH ILQDQFLDO LQVWUXPHQWYV UH

RI VKRUW WHUP FRQWUDFWV IRU WKH SXUFKDVH RI LQYHPWRIMVLYNE VHUYLFHV WKDW ZHUH

FRQFOXGHG EHIRUH WKH UHSRUWLQJ GDWH
/ILTXLGLW\ ULVNYV

7R HQVXUH VXIILFLHQW ILQDQFLDO UHVRXUFHV WKH *URXS ¢
SDUW RI LWV WKUHH \HDU SODQQLQJ 7KLV SODQ LV FRPSDUHC(
WKH ILIXUHV IURP WKH PRQWKO\ ILQDQFLDO VWDWHPHQWYV
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7KH ILQDQFH GHSDUWPHQW UHSRUWY WKH FXUUHQW FDV KKHN®D Q¥ HQ R RF RVKFH & V2 UDQV DR@DRO\GHIDXOW ULVNV RQ LQGLY
EDVLV ,Q FRQMXQFWLRQ ZLWK D FRQWLQXRXV GXQQLQJ SHRPHO/W UW K NVL ¥ EFWRQVH.\G HDU KIGI 10 FOH Y H O
RI DYDLODEOH FDVK

$Q DQDO\VLV RI RWWDGHRHELYQEOHY LV VKRZQ LIRWKH RYHUYL
$V DWKH UHSRUWLQJ GDWH WKHUH DUH WZR IUDPHZRUN FUHGLW DJUHHPHQWY WRWDOLQJ
°© PLOOLRQ SUHYLRXV \HDU IUDPHZRUN FUHGLW DJUHHFPEHOWW URPVNFLOOLRQ 21 WKLV
DPRXQW ° PLOOLRQ SUHYLRXV \HOGUEHH@WLOURHGKIDFKH *URXS JHQHUDWHY WKH PDMRULW\ RI LWV UHYHQXH ZLWHK
JXDUDQWMHWFHPEHU WKH ULVNV DVVRFLDWHG ZLWK FXUUHQF\ IOXFWXDWLRQV DUH

DUH DJUHHG XSRQ IRU WKH &RPSDQ\ V IL[HG WHUP DQG RYHUC
$W \HDU HQG WKH *URXS KDG FDVK DQG FDVK HTXLYD@QH@WM WY KLIJK OHYHO RI OLTXLG DVVHWV QR GHEW ILQDQF
SUHYLRXV \HDU ° &XUUHQW ILQDQFLDO OWKEHLOLWNY\OURRPREVWIHRP PKRQJIHV LQ LQWHUHVW UDWHYV DUH
° SUHYLRXV \HDU °

2WKHU LQIRUPDWLRQ RQ ILQDQFLDO LQVWUXPHQWYV
'"HIDXOW ULVNYV 1R UHFODVVLILFDWLRQV RI ILQDQFLDO DVVHWVY WR D GLIIHU}
5LVNV Rl GHIDXOW RU ULVNV WKDW FRQWUDFWLQJ SDUW)ZIEUVZEUB P RERN GRHH\Y JWKKH W HSPRBWQ YJ \HD U
REOLJDWLRQV RQ WLPH DUH DGGUHVVHG WKURXJK DSSURYDO DQG FRQWURO SURFHGXUHV

JRU FXUUHQW ILQDQFLDO DVVHWY DQG OLDELOLWLHV DV ZH
)XUWKHUPRUH WKH *URXS UHJXODUO\ FRQGXFWV DVVHV\FEOHWYV \RK i WW FXNMWRIPHU ¥ D BUHGQUWDPRXQW UHSUHVHQWYV D L
ZRUWKLQHVYV WKH IDLU YDOXH DV GHILQHG E\ ,)56

7KH PD[LPXP OHYHO RI OHLIVKQUW WK NRRXEHVSRQGWRWDOWMLQDQFLDO \HJBHQVHV IURP LPSDLUPHQWY DQG GHSUHFLD
UHFHLYDEOHV 7KH *URXS IDFHV QR H[FHSWLRQDO GHWROW ULVNM YALRKK \HDIPUG WR DQG LQFRPH IURP WKH UHY

LQGLYLGXDO LRREDVWWDFMWUY RU JURXIW BDEBEWQWUDFWIDXOPWQWWNWRXQWHG WR ° SUHYLRXV \HDU ©° IRU ILQD(
DUH DFFRXQWHG IRU WKURXJK YDOXDWLRQ DOORZDQFHY PHDVXUHG DW DPRUWL]HG FRVW
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LHV DW

$GGLWLRQDO LQIRUPDWLRQ RQ ILQDQFLDO LQVWUX%,HQWV
7KH FDUU\LQJ DPRXQWYV DQG IDLU YDOXHV Rl WKH IL?DQFLDO;LQVWUXPHQWV UHFRJQL]JHG LQ WKH ILQDQFLDO VWDWHPH
- >

|

=

> = O T

= &DUUNLQJ DPRX @ - yDLU YDOXH é

T = [a) (04 o

O] ;D i —

I 24 ouw - >
B = fa Y= o 5
5 - ;I 00O =] o
o 2 = ot o> a

™ g O I8

aN 2 oo e}

o [a) o (e} o (e}
oo o i o x T T T e
o~ 20 Su o r z . z
o> = 2 e oo T T T o
on 1% -2 ~0 ~0 = = = ~

LQ HXURYV

J)LQDQFLDO DVVHWYV PHDVXUHG DW IDLU YDOXH

1RQ FXUUHQW ILQDQFLDO DVVHWYV

J)LQDQFLDO DVVHWYV QRW PHDVXUHG DW IDLU YDOXH

&DVK DQG FDVK HTXLYDOHQWV

7UDGH UHFHLYDEOHYV

JLQDQFLDO DVVHWYV IURP DIILOLDWHG
FRPSDQLHYV

2WKHU FXUUHQW DQG QRQ FXUUHQW DVVHWYV

J)LQDQFLDO OLDELOLWLHY PHDVXUHG DW IDLU YDOXH

2ZWKHU FXUUHQW DQG QRQ FXUUHQW OLDELOLWLHV

JLQDQFLDO OLDELOLWLHY QRW PHDVXUHG DW IDLU YDOXH

7UDGH DFFRXQWYV SD\DEOH

/LDELOLWLHV WR DIILOLDWHG FRPSDQLHV

&XUUHQW DQG QRQ FXUUHQW OLDELOLWLHV IURP ORDQV

2WKHU FXUUHQW DQG QRQ FXUUHQW OLDELOLWLHV
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LQ HXURYV

J)LQDQFLDO DVVHWYV PHDVXUHG DW IDLU YDOXH

1RQ FXUUHQW ILQDQFLDO DVVHWYV

JLQDQFLDO DVVHWV QRW PHDVXUHG DW IDLU YDOXH

&DVK DQG FDVK HTXLYDOHQWYV

7UDGH UHFHLYDEOHYV

JLODQFLDO DVVHWYV IURP DIILOLDWHG
FRPSDQLHV

2WKHU FXUUHQW DQG QRQ FXUUHQW DVVHWYV

J)LQDQFLDO OLDELOLWLHY PHDVXUHG DW IDLU YDOXH

2WKHU FXUUHQW DQG QRQ FXUUHQW OLDELOLWLHV

JLQDQFLDO OLDELOLWLHYVY QRW PHDVXUHG DW IDLU YDOXH

7UDGH DFFRXQWYV SD\DEOH

/LDELOLWLHYV WR DIILOLDWHG FRPSDQLHV

&XUUHQW DQG QRQ FXUUHQW OLDELOLWLHY IURP ORDQV

2WKHU FXUUHQW DQG QRQ FXUUHQW OLDELOLWLHV




RRWQVROIGDWHG YIQDQFLDO &WRWIH PHQRDVF

7KH QHW UHVXOW SURILW ORVYV IURP ILQDQFLDO LQXWHWXPMBRWVHROWSKH WZR ILQDQFLDO
\HDUV LV DV IROORZV § 'U 5DOI :LQWHUJHUVW %DOGKDP
&KDLUPDQ
LQ HXURV &KDLUPDQ RI WKH ODQDJHPHQW %RDUG DQG &(2 RI *LHVHEN
/RDQV DQG UHFHLYDEOHYV OXQLFK
,QWHUHVW UHVXOW 2WKHU PHPEHUVKLSY RQ VXSHUYLVRU\ ERDUGYV FRQWURO ER
/RVVHV IURP GHUHFRJQL]HG UHFHLYDEOHYV { S9HULGRYV *PE+ &KDLUPDQ

*DLQV RQ GHUHFRJQL]JHG UHFHLYDEOHYV { ITHWFHWHUD $* =XULFK 6ZLW]JHUODQG

,PSDLUPHQWYV ™ 5HYHUVDOV

§ 'U RHF 3HWHU =DWWOHU *U¥%QZDOG
OHPEHU RI WKH 6XSHUYLVRU\ %RDUG

JLQDQFLDO DVVHWYV PHDVXUHG DW IDLU YDOXH WKURXJK

SURILW RU ORVV 1R RWKHU PHPEHUVKLSY RQ VXSHUYLVRU\ ERDUGY FRQWURO

,QWHUHVW UHVXOW

§ -fUJ ODU[ 'UHVGHQ
(PSOR\HH UHSUHVHQWDWLYH
&RPSXWHU VFLHQWLVW 'LSO ,QIRUPDWLNHU VHEXQHW G6HF
1R RWKHU PHPEHUVKLSY RQ VXSHUYLVRU\ ERDUGY FRQWURO

7TRWDO

&RUSRUDWH *RYHUQDQFH
7KH ODQDJHPHQW %RDUG DQG WKH 6XSHUYLVRU\ %RDU$ *HVE P LR O VEHPH DY wh RGO L Q

UHTXLUHG XQGHU 6HFWLRQ RI WKH *HUPDQ 6WREW &REPSRERDMWH RO SHPHVHQWRWLYH
VHEXQHWD®G PDGH LW SHUPDQHQWO\ DYDLODEOH WR VKBGHKIR/HGEROVVHEEXQHW 6HFXULW\ 1IHWZRUNV $* (VVHQ
&R P SDOMX ZHEVLWHKWWSV 777 VHEXQHW ERP HQ DERXW XVRLRWKVWRHPEHUVKLSYV RQ VXSHUYLVRU\ ERDUGYV FRQWURO

FRUSRUDWH JRYHUQDQFH

§ -DQ 7K\HQ OXQLFK
'"HSXW\ &KDLUPDQ

&RUSRUDWH ERGLHYV OHPEHU RI WKH ODQDJHPHQW %RDUG RI *LHVHFNH 'HYULHQV
7KH PHPEHUV RI WKH &RPSDO\ V 0DODJHPHOW %RDUG GXULQJ 2WKHU PHPEHUVKLSV LQ VXSHUYLVRU\ ERDUGV FRQWURO ER
WKH UHSRUWLQJ \HDU ZHUH { 9HULGRV *PE+ %HUOLQ

§ 'LSO :LUWVFKDIWYQGXNQIULDD [0 QHHHUL XIHAUL O 0D\ { ITHWFHWHUD $* =XULFK 6ZLW]JHUODQG

§ ODUF -XOLDQ 6LHZHUW VLQFH -XO\

§ 3URI 'U ,QJ *QWHU 6FKelHU %HUOLQ
'LSO ,Q1J (QJLQHHU 7RUVWHQ +HQQ

8 OHPEHU RI WKH 6XSHUYLVRU\ %RDUG
§'U ,QJ (QJLQHHU .DL ODUWLXYV 8QLYHUVLW\ 3URIHVVRU 7HFKQLFDO 8QLYHUVLW\ ,OPHQDX
§ 'LSORPNDXIIUDX *UDGXDWH LQ %XVLQHVV $GPLQLVWUDWILRRWHKWYULEBPERMBHUBY RQ VXSHUYLVRU\ ERDUGY FRQWURO
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JHHV IRU WKH DXGLWRU RI WKH FRQVRO LGDWMWGE GLYDOQWALIR VFORVXUHYV

VWDWHPHQWYV

7TUDQVDFWLRQV ZLWK UHODWHG SHUVRQV

,Q WKH ILQDQFLDO \HDU WKH IROORZLQJ DPRXQWV ZHYW UYHFRUGHS AV $6[SHOWHKWY IRWPXQHUDWLRQ RI PDQDJHPHQ
VHUYLFHV SURYLGHG E\ %'2 $* :LUWVFKDIWVSUY%IXQJVJHVAHOQ\EGRHKD LV Wk Kl KX GRONFRRY IR WHTGW HIRULH YV

FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

LQ WKRXVDQG HXURV

LQ WKRXVDQG HXURYV

$XGLW RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

ODQDJHPHQW %RDUG

2WKHU DVVXUDQFH VHUYLFHV

6KRUW WHUP HPSOR\HH EHQHILWYV

7D[ DGYLVRU VHUYLFHV

3RVW HPSOR\PHQW EHQHILWYV

2WKHU VHUYLFHV

2WKHU ORQJ WHUP HPSOR\HH EHQHILWV

7TRWDO

6KDUH EDVHG UHPXQHUDWLRQ

7TRWDO

7KH WRWDO IHH FKRRRHSD QX WXEGELWRU LV EURNHQ GRZQ E¥%O:XGHWRYHWRDUGH V

DQG RWKHU DVVXUDQFH VHUYLFHV LQ WKH FRUUHVSRQGL&%&).M&@PRVP%H%%QE%Iﬁn FRQV
ILQDQFLDO VWDWHPHQWY RI VHFXQHW 6HFXULW\ IHWZRUNV™$

JRU VHFXQHW 6HFXULW\ 1HWZRUNV $* DQG WK HDARPAD@AAKIW HRYWUR GERVRWKHYXOWLQJ TURP SHQVLRQ SURYLVLRQV
VHUYLFHV SURYLGHG WIRKH SHYPBDIRO\WKH LQWHIMRPHQBERDPIHPHQW %RDUG DV ZHOO DV DQ\ VHUYLFH FRVW WR EH V
WKH DXGLW RI WKH VXVWDLQDELOLW\ VW DWHRHDIWP QWP Wk ¥ AHRAQUAHE WKHSRVW HPSOR\PHQW EHQHILWY 7KH GLV

%RDUGCG&BFRXQHUDWLRQ UHSRUW

UHPXQHUMDNWLIRQVY WR WKH H[SHQVH UH O DUMHPE QWR) V& DR RIHE D V H
ILQDQRHDO

BURYLVLRQV IRU SHQVLRQV ,)56 RI °©° SUHYLRXV \HDU °
WKH PHPEHUV RI WKH ODQDJHPHQW %RDUG $FFRUGLQJ WR
*HUPDQ &RPPHUFLDO &RGH +*% WKHVH SURYLVLRQV DPRXQW

o

BURYLVLRQV IRU SHQVLRQV RI IRUPHU PHPEHUV RI WKH 0DQ

DPRXQW WR ° WKRXVDQG SUHYLRXV \HDU ° WKRXVDQC
*HUPDQ &RPPHUFLDO &RGH +*% WKHVH SURYLVLRQV DPRXQ
SUHYLRXV \HDU ° WKRXVDQG

3HQVLRQ EHQHILWV DPRXQWLQJ WR ©° WKRXVDQG SUHYLRX
DUH SDLG WR IRUPHU PHPEHUV RVRDKHZODQDJIJHPHQW
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JRUPHU PHPEHUV RI WKH OZRIOUGIPHIMHLYHG IHHV D P R)QDMOINYR MDRD PHPEHUV RI WKH ODQDJHPHQW %RDUG KRO

°©  \MRX\DQG SIHYIRXV\HDU®  WKRX\DQG | RUFRQUXGIDQR\ \HWYIEHV SUHYLRXV \HDU VKDUHV RI VHFXQHW 6HFXULW\ 1HWZRU
\HDU PHPEHUV RI WKH 6XSHUYLVRU\ %RDUG GR QRW KROG DQ\

7KH WRWDO UHPXQHUDWLRQ RI WKH DFWLYH PHPEHUV RI WKH ODQDJHPHQW %RDUG

SXUVXDQW WR B6HFWLRQ 1R D RI WKH *HUPDQ &REPHNUFWDO BERBXKQHUBWLRQ Rl WKH 6XSHUYLVRU\ %RDUG DP

DPRXQWHG WR ° WKRXVDQG IRU WKHLU DFWLYLWLHV UG SRKMN UGB RWHDILQJ SHIHYLBXMYLROW  °© ,Q DGGLWLR

\HDU ©° WKRXVDQG 7KLV LQFOXGHV EDVH VDODU\ [UWLBSH HVH@WDWAL YCHYG FEH QWK HWS&/XBBIUYLVRU\ %RDUG UHFHLYH

NLQG VKRUWD WHIEROH UHPXQRGDWKRQH[SHQVH |RAD ORIEIOMWD®GDUG UDWH IRU WKHLU ZRUN

UHPXQHUDWHARRYQL]HG LQ WKH ILQDQFLDO ¥YBDUDBBH ORPX WHUP

QHUDWISRI®RYLVLRQDO YLUWXDO VKDUHV ZHUH JUDQWHG XQU®HYVWKK/LRQV WMUNRFWHMODWHG FRPSDQLHV RI

WKH IDLU YDOXH RI ZKLFK DPRXQWHG WR °© WKRXVDQG DW YKPL\®LAHQR IHVMHIRE B'W KROQ W) RPUE +

ORQJ WHDIPLDEOH UHP XQHIDWIWKE@ 363 ,, WUDQFKH VI-?%%YI-IF\ML&QLD\PD PDMRULW\ RZQHG VXEVLGLDU\ RI *LHVHFNH

YLUWXDO VKDUHV ZHUH JUDQWHG WKH IDLU YDOXH RI ZKLEK BREXQWHG WR ™\ WKRXYDRG | e rpspol VHEXQHW $* V ¢
DW WKH WLPH RI DOORFDWLRQ VWDWHPHQWY DUH LQFOXGHG LQ WKH FRQVROLGDWHG ILQ

J)DPLOLHQJHVHOOVFKDIW PE+ OXQLFK
JRU IXUWKHU GHWDLOV RQ VKDUH EDVHG UHPXQHUDWLRQ SOHDVH UHIHU WR 1RWH

$ SURYLVLRQ RI © WKRXVDQG SUHYLRXV \HDU ° WKRXVDQG ZzZDV PDGH IRU

VKRUW WBUPDEOH UHPXQHWKHWDLABRHDW 7KH SD\PHQW LV EDVHG RQ

WKH DFKLHYHPHQW RI WDUJHWV VHW E\ WKH 6XSHUYLVRU\ %RDUG XQGHU WKH DSSOLFDEOH
ODQDIJHPHRRD WHPXQHUDWLWRAP DQG ZLOO EH PDGH LQ $SULO 7TKH

WDUJHWV DUH ZHLJKWHG HTXDOO\ EHWZHHQ WKH ILQDQFLDO SHUIRUPDQFH FULWHULD (%,7'$
DQG VDOHV UHYHQXH 7KH (%LQ3BQWBLMAHW IOV VHW DW °

PLOOLRQ DQG WKH VDOHVY UHYHQXH WDUJHW DW ° PLOOLRQ

, I WKH WDUJHW YDOXH IWDUDHWHIHQH&EHG WKH WBUUHW RI

DFKLHYHPHQW LV 7KH PLQLPXP YDOXH IRUPV WKH ORZHU HQG RI WKH WDUJHW

UDQJH DQG UHDWKIUHYVWRK®X0 WWDUQBBKLHYHBHQWRH

IRU WRKDWJIJHWH PD[LPXP YDOXH IRUPV WKH XSSHU HQG RI WKH WDUJHW UDQJH DQG

UHDFKLQJ RU H[FHHGLQJ WKLW DD LHHN\DEHQWRI) D

IRU WWDWJIHWWKH YDOXH DFKLHYHG Z2WWKJHEDWIOW EHDORD WKH

PLQLPXP YDOXDUWKMKLHY HBHQWHRU WWDW JIHW , ] WKH YDOXH

DFKLHYHG ZLWK UWDDUKBMWWHR GV WKH PLQLPXP YDOXH EXW GRHV QRW UHDFK

WKH WDUJHW YDOXH RU LI WKH YDOXH DFKLHYHG H[FHHGV WKH WDUJHW YDOXH EXW GRHV QRW
UHDFK WKH PD[LPXP YDOXH W\DKU BOMKLWBFY H FRH Q W WRDW MAY\D W

GHWHUPLQHG E\ OLQHDU LQWHUSRODWLRQ EHWZHHQ WKH UHVSHFWLYH PLQLPXP DQG WDUJHW
YDOXHV RU EHWZHHQ WKH UHVSHFWLYH WDUJHW DQG PD[LPXP YDOXHYV
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7KH IROORZLQJ WUDQVDFWLRQV ZHUH FDUULHG RXW GXULGHUNKAHVIBXHFKQDWH® QURPSHIULAGDWHG FRPSDQLHV LQ WKF
ZLWK FRPSDQLHV IURP WKH 0& )DPLOLHQJHVHOOVFKDIW PE& ) DRJIBHQSHKQEKDI BRXS N H W
FRQGLWLRQV

LQ HXURV

6DOHV UHYHQXH UHVXOWLQJ IURP VHUYLFHV UHQGHUHGpWR W EHLLEBWHG FRPSDQLHYV
LQ WKH 0& )DPLOLHQJHVHOOVFKDIW JURXS

*LHVHFNH '"HYULHQW *PE+ OXQLFK

LQ HXURV

2WKHU DIILOLDWHG FRPSDQLHYV

3DUHQW FRPSDQ\

*LHVHFNH '"HYULHQW &XUUHQF\ 7THFKQRORJ\ )=( 'XEDL 8$%(

*LHVHFNH "HYULHQW *PE+ OXQLFK 1IHWFHWHUD $* =XULFK 6ZLW]HUODQG

*LHVHFNH '"HYULHQWO9HQWXUHV *PE+ OXQLFK
2WKHU DIILOLDWHG FRPSDQLHYV

*LHVHFNH '"HYULHQW H3D\PHQWYV *PE+ OXQLFK

9HULGRYV *PE+ %HUOLQ

IHWFHWHUD 2\ +HOVLQNL )LQODQG

*LHVHFNH '"HYULHQW &XUUHQF\ THFKQRORJLHV *PE+ OXQLFK

*LHVHFNH 'HYULHQW ,PPRELOLHQ ODQDJHPHQW *PE+

*LHVHFNH '"HYULHQW DGYDQFH OXQLFK OXQLFK

*LHVHFNH '"HYULHQW H3D\PHQWYV *PE+ OXQLFK *LHVHFNH 'HYULHQW *URXS 6HUYLFHV *PE+ &R .*
*LHVHFNH 'HYULHQW *URXS 6HUYLFHV *PE+ &R .* OXQLFK

0XQLFK *LHVHFNH '"HYULHQW &XUUHQF\ 7THFKQRORJ\ *PE+ OXQLFK
3DSLHUIDEULN /RXLVHQWKDO *PE+ *PXQG DP 7HJHUQVHH 9HULGRV *PE+ %HUOLQ

*LHVHFNH '"HYULHQW 06 ,QGLD 3ULYDWH /LPLWHG 1HZ 'HOKL *LHVHFNH '"HYULHQW &XUUHQF\ 7THFKQRORJ\ $IULFD /WG

/DJRV 1LJHULD
*LHVHFNH '"HYULHQW 0DOD\VLD 6'1L %+' .XDOD /XPSXU

7TRWDO
9HULGRYV OH[LFR 6 $ GH & 9 OH[LFR &LW\

7TRWDO
SHFHLYDEOHV IURP DIILOLDWHG FRPSDQLHV LQ WKH

0& )DPLOLHQJHVHOOVFKDIW JURXS
6DOHV UHYHQXHV ZLWK DIILOLDWHG FRPSDQLHV IURP WKH 0& )DPLOLHQJHVHOOVFKDIW Jltk¥<

DUH JHQHUDWHG ZLWKLQ WKH IUDPHZRUN RI KDUGZDUH DO VA UYLFH SURMHFWY——————

2WKHU DIILOLDWHG FRPSDQLHV

9HULGRV *PE+ %HUOLQ

*LHVHFNH 'HYULHQW DGYDQFH 0XQLFK

*LHVHFNH '"HYULHQW &XUUHQF\ 7THFKQRORJLHV *PE+ OXQLFK

*LHVHFNH '"HYULHQW 6HUYLFH *PE+ &R .* OXQLFK
7TRWDO
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7KH UHFHLYDEOHV IURP JURXS FRPSDQLHV DPRXQW WR CY HQ W \BUNMAR Y \WPKH UHSRUWLQJ GDWH

° DQG UHIHU WR WUDGH UHFHLYDEOHYV
6LQFH )HEUXDU\ WKHUH KDV EHHQ DQ DUPHG FRQIOLF!

/JLDELOLWLHV WR DIILOLDWHG FRPSDQLHV LQ WKH 0& )PPV HY UVHOBN-FRD 18 S URRS WKH 6WDWH RI,VUDHO RQ WKH
5HSXEOLF Rl ,UDQ ,UDQ RQ WKH RWKHU
LQ HXURYV

:H KDYH GLVFXVVHG DQG H[DPLQHG SRWHQWLDO LPSDFWV RC
3DUHQW FRPSDQ\

WLPH Rl SUHSDUDWLRQ RI WKLV UHSRUW PLG ODUFK QR
FLHVHFENH "HYULHQW "PE+ OXQLFK UHTXLULQJ VHSDUDWH DVVHVVPHQW FRXOG EH LGHQWLILHG +

WLPHIUDPH XQGHU FRQVLGHUDWLRQ D GHILQLWLYH DVVHVVPFE
2WKHU DIILOLDWHG FRPSDQLHV

*LHVHFNH '"HYULHQW &XUUHQF\ 7THFKQRORJ\ )=( 'XEDL 8$%(

IHWFHWHUD $* =XULFK 6ZLW]HUODQG 7KHODQDJHPHQW %RDUG
*LHVHFNH 'HYULHQW H3D\PHQWV )LQODQG 2\ +HOVLQNL

)LQODQG (VWHQ ODUFK

*LHVHFNH 'HYULHQW ,PPRELOLHQ ODQDJHPHQW *PE+

0XQLFK

*LHVHFNH '"HYULHQW H3D\PHQWV *PE+ OXQLFK

*LHVHFNH 'HYULHQW *URXS 6HUYLFHV *PE+ &R .*
0XQLFK

7RWDO
ODUF -XOLDQ 6LHZHUW/RUVWHQ +HQQ

/ILDELOLWLHV WR JURXS FRPSDQLHV FRQVLVW HQWLUHO\ RI WUDGH DFFRXQWY SD\DEOH

‘U .DL ODUWLXYV -HVVURDVSHUV
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1RWH 7KLV LV D FRQYHQLHQFH WUDQVODWLRQ RI WKH *HUPDQ RULJLC

QGHSHQGHQW $XGLWRU V 5HSRUW

7R VHEXQHW 6HFXULW\ 1HWZRUNV $NWLHQJHVHOOVFKDIW (VVHEHPEHU DQG RI LWV ILQDQFLDO SHUIRUPDQFH IRU W
-DQXDU\ WR '"HFHPEHU DQG

BHSRUW RQ WKH $XGLW RI WKH &RQVROL&EWDMWHGFRPSDQ\LQJ FRPELQHG PDQDJHPHQW UHSRUW DV D

) LODQFLDOS VIDWHP HOW DQG RI VKH &RP ELQHG DSSURSULDWH YLHZ RI WKH JURXSeV SRVLWLRQ ,Q DOC

ODQDJHPHQW 5HSRUW FRPELQHG PDQDJHPHQW UHSRUW LV FRQVLVWHQW ZLWK WK

VWDWHPHQWY FRPSOLHV ZLWK *HUPDQ OHJDO UHTXLUHPF

$XGLW 2SLQLRQV SUHVHQWYV WKH RSSRUWXQLWLHVY DQG ULVNV RI IXWXUH GHY

'H KDYH DXGLWHG WKH FRQVROLGDWHG ILQDQFLDO VWDWRBREWAL AIPQRENBHRWeHERB W CRHAV QRW FRYHU WKH FR(
THWZRUNV $NWLHQJHVHOOVFKDIW (VVHQ DQG Lwv VXEVKEL BRYTRYQHFKRHP YBRKEHQW Y RRRUW OLVWHG LQ VHFWLRQ -
FRPSULVH WKH FRQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ DV DW '"HFHPEHU

WKH FRQVROLGDWHG VWDWHPHQW RI SURILW RU TRWMKPERYE MRkl FroVvRBRWHWRE +*% *HUPDQ &RPPHUFLDO
VWDWHPHQW RI FRPSUHKHQVLYH LQFRPH FRQVROLGDWW&EDWyBHHPXGWWRK DK BB YH @ HGWR DRV UHVHUYDWLRQV UHOL
HTXLW\ DQG FRQVROLGDWHG VWDWHPHQW RI FDVK 10RzZWIKRD RFRYRLSE8M DD HRPRTLRP VWDWHPHQWY DQG RIEWKH FR

-DQXDU\ WR '"HFHPEHU DQG QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWYV LQFOXGLQJ PDWHULDO DFFRXQWLQJ SROLMARYIRUPBWLWHKH $XGLW 2SLQLRQV
‘H FRQGXFWHG RXU DXGLW RI WKH FRQVROLGDWHG ILQDQF
,Q DGGLWLRQ ZH KDYH DXGLWHG WKH FRPELQHG PDQDJHRPEWQHBSRDWYD IHHSRMUW BRSWKW LQ DFFRUGDQFH ZLWK h
SRVLWLRQ RI WKH FRPSDQ\ DQG RI WKH JURXS RI VHERKRMHW FAHRXWRWEH 1HWZ RIUQNY WKH (8 $XGLW 5HIJXODWLRQ 1R
$SNWLHQJHVHOOVFKDIW IRU WKH ILQDQFLDO \HDU IURP  7¢(®&XBUW 5HWRODWLRQGNWEBQG LQ DFFRUGDQFH ZLWK WKH *H
,Q DFFRUGDQFH ZLWK WKH *HUPDQ OHJDO UHTXLUHPBRWMW RH IKDDIFQRE DWGMWHHPE QWY LVVXHG E\ WKH ,QVWLWXW
WKH FRQWHQW Rl WKRVH SDUWV RI WKH FRPELQHG PDQDJHPH@X\U WHSFSWREY \OLLEVM VO @/ LLHV VVHFOVH R @ KHVH UHJXODWLRQV DG
227+(5 ,1)250$7,21Y PRUH GHWDLO LQ WKH h z7+( $8',7250:6 5(63216,%,/,7,(6 )25 7
&2162/,'$7(" ),1%$1&,%$/ 67$7(0(176 $1' 7+( &20%,1(' 0$1$*(0(17
,Q RXU RSLQLRQ RQ WKH EDVLV RI WKH NQRZOHGJH REW DK Q@HIF ¥ R WRKUDXXEE WV RUeY UHSRUW :H DUH LQGHSHQGHQW F
DFFRUGDQFH ZLWK (XURSHDQ 8QLRQ ODZ DV ZHOO DV *HUI
§ WKH DFFRPSDQ\LQJ FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYVERBDOQ\ UHQY X0V PR®MHUDDBG zZH KDYH IXOILOOHG RXU
UHVSHFWV ZLWK WKH ,)56 $FFRXQWLQJ 6WDQGDUGV RFWXHBWERQQWKHQ ,RMFHRUGDWERQD WK WKHVH UHTXLUHPHQWYV
$FFRXQWLQJ 6WDQGDUGYV %RDUG ,$6% KHUHDIWHU 7,)56 $FFRXQWLQJ 6WDQGDUGVY
DV DGRSWHG E\ WKH (8 DQG WKH DGGLWLRQDO UMTHGEHRHRWY LBIDFFERBBQQFH ZLWK $UWLFOH OHWWHU
FRPPHUFLDO ODZ SXUVXDQW WR h H +*% >+DQGRZAVEHYIBDW EXAKKD'WUPHD XDYH QRW SURYLGHG QRQ DXGLW V&
&RPPHUFLDO &RGH@ DQG LQ FRPSOLDQFH ZLWK WKHV$iUWHF®IHUHPHRMWW K H L(8Hs$ YOG WW X6H IJXODWLRQ
DQG IDLU YLHZ RI WKH DVVHWYV OLDELOLWLHYV DQG ILQDQFLDO SRVLWLRQ RI WKH JURXS DV DW
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'H EHOLHYH WKDW WKH DXGLW HYLGHQFH ZH KDYH RERPBUMHKG QML YWX M ALHEOW LIWOGVROXWLRQV EDVHG RQ WKH
DSSURSULDWH WR SURYLGH D EDVLV IRU RXU DXGLW RSSRURQ\QJRGDWKH FR@HOOL @ADWH3 VRIWZDUH GHYHORSPHQ
ILQDQFLDO VWDWHPHQWY DQG RQ WKH FRPELQHG P D QD JHPRRED H\WBRQ W

.HY $XGLW ODWWHUV LQ WKH $XGLW RI WKH &RQVRO MGDWIKHG FXVWRPHU VWUXFWXUH ZKLFK FRQVLVWYV SUHG
) LQDQFLDGBVIDVIAP HOQW FOLHQWYVY VXFK DV JRYHUQPHQW DJHQFLHV PLQLVWULHV DQG

.H\ DXGLW PDWWHUV DUH WKRVH PDWWHUV WKDW LQ RX%HgM\/ I%VWLKFQ_| 6PIEQEJ%|HBHIG%LIJ-|YJIP%(F FRQVHTXHQWO\ WKH |

B
PRVW VLJQLILFDQFH LQ RXU DXGLW RI WKH FRQVROLGD d’%’flﬁ&%%%@ﬁ%lHﬂFvPl?H\HDu LV FRPSDUDWLYF

I
ILQDQFLDO \HDU IURP -DQXDU\ WR '"HFHPEHU T%RHWH LILY.)WWHUV ZHUH

DGGUHVVHG LQ WKH FRQWH[W RI RXU DXGLW RI WKH FRQVROLGDWHG ILL§6DQ9FLDO VWDWHPHOWY DV
R

D ZKROH DQG LQ IRUPLQJ RXU DXGLW RSLQLRQ WKHUHR@L%HQGW@FI&\M fERHY VHsBhyBlwpH! VY WUDQVDFWLRQV DW V
DXGLW RSLOLRQ RQ WKHVH PDWWHUV RPELQHG ZLWK WKH YDULRXV FRQWUDFWXDO DJUHHPHQWYV W

UHYHQXH IRU WKH SDVW ILVFDO \HDU PD\ QRW EH UHFRJQL]

‘H KDYH LGHQWLILHG WKH IROORZLQJ PDWWHUYV DV NH\ D%(](PLL\;@VPVBWWHYJ\FQ/\FFIQ\IJELLIR(EQ\?FMFYGPI_D&VWHU ZDV RISDUWLFXO

RXU DXGLWRUeV UHSRUW
7KH &RPSDQ\ceV GLVFORVXUHV UHJDUGLQJ UHYHQXH DUH LQFO

3 % Y >
5HYHQXH UHFRJQLWLRQ VHFWLRQ z*HQHUDO BULQFLSOHVY DQG VHFWLRQ z 5HYHQXH

*RRGZLOO ,PSDLUPHQW $XGLWoeV 5HVSRQVH DQG 2EVHUYDWLRQV
$V SDUW RI RXU DXGLW ZH REWDLQHG DQ XQGHUVWDQGLQJ R
5HYHQXH UHFRJQLWLRQ DJUHHPHQWY DQG DVVHVVHG WKHP ZLWK UHVSHFW WR WKH WL
LQ DFFRUGDQFH ZLWK WKH SURYLVLRQV RI ,)56 ,Q DGGI
ODWWHU LQFOXGLQJ WKURXJK WKH XVH RI ,7 DVVLVWHG DXGLW WHFK(
,Q WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV RI WK HRWHHEKWY M L6k UW W DR Y BP@EEXHITHFWLYHQHVY RI WKH &
UHYHQXH RI (85 PLOOLRQ LV UHSRUWHG LQ WKH FRQVRYMGFWHIBIDYCRRH RWEWH PIHFWSWDQFH DQG LQYRLFLQJ WR

DFFXUDWH UHFRUGLQJ DQG WKH SURSHU UHFRJQLWLRQ RI U
20 WKH RQH KDQG WKH VHFXQHW *URXS JHQHUDWHYV IHYURIXH7RURYVWNKM VHOYHQKH UHFRJIJQLWLRQ ZH UHYLHZHG
KDUGZDUH SURGXFWV DQG VRIWZDUH OLFHQVHV ZKLFK LARQWRDIN 18R RGP DO PW E QAWWKHD IRFXV RQ LQYRLFHV IR
RU SHULRG EDVHG EDVLV XSRQ WKH WUDQVIHU RI FRQWURDP FRL@K I$ ERXFMERPHU WK IV CHWHRBIDORIQL]IHG LQ 'HFHPEHU
VHUYLFHV DUH DJUHHG XSRQ ZLWK WKH FXVWRPHU DW WRP YDYHGW WKH P I LW WL KR OBYVYRFAU-DWHG SXUFKDVH RUGH!
PDLQWHQDQFH XSGDWHV DQG H[WHQGHG zZDUUDQW\ FRP®H®@PHHW\RQRWMHY URFHOSWDIQRP UHSRUWY DQG WLPH VKHHWYV
WKHVH VHUYLFHV LV UHFRJQL]JHG RQ D SHULRG EDVHG EDVLV RYHU WKH WHUP RI WKH

FRQWUDFW &RQWUDFWXDOO\ WKH LQGLYLGXDO FRPSRQRQMEG PWHREOAEKRFRRMWBL QHRGC WKPWE®WRUWY FRQILUPDWLRQV |
SHUIRUPDQFH REOLJDWLRQV DQG WKH DJUHHG WUDQVDRWLRQVORSHOH LVHOOBWEBRWHcKWRHWAH GLG QRW UHFHLYH Ul
LOQGLYLGXDO SHUIRUPDQFH REOLJDWLRQV LQ SURSRUWLRDTHWRYWKRE LUHYHRIHFWUOARYBBWYRO¥Y¥DZH YHULILHG WKHP
VHOOLQJ SULFHV )XUWKHUPRUH WKH VHFXQHW *URXS SWRFHILXYHY UHRY SEOXYMWLRRPDWIEY UHFRQFLOLQJ WKH UHYHQ?
SURYLVLRQ RI VSHFLDOL]JHG VHUYLFHV IRU FRQVXOWLHIWRBQ WK RFXPHPHWOWDWLRQ RI
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‘H ZHUH VDWLVILHG WKDW WKH V\VWHPV SURFHVVHV DGGEGARRWERGHLHRQUD MH ® 2BV HRWY DWKIHR Q V

ZKROH DGHTXDWH WR HQVXUH UHYHQXH UHFRJQLWLRQ L@WKpyRSRYRKYLENEL WHZHR®YVVHVVHG WKH DSSURSULDWHQHV!
SDUDPHWHUV VXEMHFW WR MXGJPHQW DV ZHOO DV WKH FDO

*RRGZLOO ,PSDLUPHQW LPSDLUPHQW WHVWV ZLWK WKH LQYROYHPHQW RI RXU YDO:
JDLQHG DQ XQGHUVWDQGLQJ RI WKH SODQQLQJ PHWKRGRC

ODWWHU
SURFHVV DV ZHOO DV WKH NH\ DVVXPSWLRQV PDGH E\ WKH O
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV Rl WKH VHBE¥QWoEHF XU W RIGHY BRUENWKHRRI HFDVW RI IXWXUH FDVK

KHUHLQDIWHU ZVHFXQHW $*Y UHSRUW JRRGZLOO LQ WKHPRRAXRWIRILESE zLwRLPEHDDQOXDO SODQ DSSURYHG E\ WK}
ZKLFK UHSUHVHQWYV SUHYLRXV \HDU (85 PLOOLRQ/KUHH REDMKEITRR YRASEROWH E\ WKH OHIDO UHSUHVHQWDWLY
EDODQFH VKHHW WRWDO Rl WKH YDULDQFHV EHWZHHQ SODQ DQG DFWXDO ILIJXUHV LQ

ILVFDO \HDU ZH DUH VDWLVILHG WKDW WKH &RPSDQ\ LV DG}
&DVK JHQHUDWLQJ XQLWV ZLWK JRRGZLOO DUH VXEMHFWHGyWiRz AR WKSLbY PR RMVWKY W &3 VD \L0J WKH SODQQLQJ DO
&RPSDQ\ DV RI "HFHPEHU RI HDFK ILVFDO \HDU DQG QGCWWHRRRARD v VRE DN/ P YHRZV HIWHQGLQJ EH\RQG WKH GH
LQGLFDWLRQV RI LPSDLUPHQW DUH VXEMHFWHG WR DQ LPSHdHEFHRQIMWWKHYWz Ew ¥V KR FRPSW AQ'QG X VWU VSHFLILF PDUNHW
7KH UHFRYHUDEOH DPRXQW EDVHG RQ YDOXH LQ XVH LVz@GHWMHYPLES K0 K OLRH PVHRBEO WRWMLBRVFRXQW UDWHV XVHG ED\
PRGHO EDVHG RQ WKH GLVFRXQWHG FDVK IORZ PHWKRG ggsWidd DRIV \S Q4 HRRR¥QWxR! D2XU DXGLW DOVR LQFOXGHG
FDVK JHQHUDWLQJ XQLW H[FHHGV WKH UHFRYHUDEOH DEBRY¥YRNUPRAR EP YRFUDMAMWEORYWK-VUHIDUG WR WKH HIIHFWV RI
UHFRJQL]JHG LQ WKH DPRXQW RI WKH GLIITHUHQFH ZHLJKWHG DYHUDJH FRVW RI FDSLWDO :$&& DQG WKH (%,7 P

YDOXH RXU YDOXDWLRQ H[SHUWYV DGGLWLRQDOO\ FRQGXFWHC
$VVHVVLQJ WKH UHFRYHUDELOLW\ RI JRRGZLOO LV FRPSOH[ DQG UHTXLUHV QXPHURXYV

HVWLPDWHY DQG MXGJPHQWYV E\ PDQDJHPHQW SDUWLFXOZD(%(QJ\DQ@JDQQLQMWﬁHWQ(\Q'Y_VHI&I WKDW WKH DVVXPSWLRQ\
IXWXUH FDVK VXUSOXVHV WKH JURZWK UDWH IRU IRUHERSWHQ A FWH K UPRE Y EEMRRARUWKSI WKH LPSDLUPHQW WHVW I

GHWDLOHG SODQQLQJ SHULRG DQG WKH GLVFRXQW UDWKRWIR B KUHG PRYBFRERW & W XL WRLQ DQ DFFHSWDEOH UL
WKH PDWHULDOLW\ RI JRRGZLOO IRU WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI VHFXQHW

$* DQG WKH VLIJQLILFDQW XQFHUWDLQWLHV DVVRFLDWHGZZ\}V\NIf_Hle\QlYFQQﬁ%WLR'QQWKLV FRQVWLWXWHV

D SDUWLFXODUO\ LPSRUWDQW DXGLW PDWWHU
7KH H[HFXWLYH GLUHFWRUV RU WKH VXSHUYLVRU\ ERDUG DU

7KH &RPSDQ\eV GLVFORVXUHV UHJDUGLQJ WKH LPSDLUPk\“&\}\ﬁHP9&’&8&66%8\4’@6%65@@%&P&"LRQ FRPSULVHYV

WKH QRWHV XQGHU WKH VHFWLRQ 2*HQHUDO 3ULQFLSOHVY DQG VHFWLRQ ? *RRGZLOO Y
§ WKH FRPELQHG QRQ ILQDQFLDO JURXS VWDWHPHQW SURYI

6XVWDLQDELOLW\ 6WDWHPHQW RI WKH FRPELQHG PDQDJHPH

§ 7TKH VHSDUDWHO\ SXEOLVKHG &RUSRUDWH *RYHUQDQFH 6W
I DQG h G RI WKH *HUPDQ &RPPHUFLDO &RGH +*% UH
VHFWLRQ ODQDJHPHQW DQG &RQWURO 5HIHUHQFH WR WKH
6WDWHPHQW SXUVXDQW WR h I DQG h G RI WKH +*% |
PDQDJHPHQW UHSRUW
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§ WKH VHSDUDWHO\ SXEOLVKHG UHPXQHUDWLRQ UHSRUW HVSRQOVMNAHEG GLWLHVRW*WWR ([HFXWLYH 'LUHFWRUV D
ZKLFK UHIHUHQFH LV PDGH LQ WKH VHFWLRQ ZO0DQDERAHQ® |RWVWHRHDERQVRROLGDWHG )LQDQFLDO 6WDWHP
SHUIRUPDQFH LQGLFDWRUVY LQ WKH ILQDQFLDO NH\ SHEIRR EDQFHGL Q 8 IF[D IHRRM W G5 IHS W KKV

QRQ ILQDQFLDO NH\ SHUIRUPDQFH LQGLFDWRUV RI W%RHH&FI—WL@I—F%?B&%%QJ\% DUH UHVSRQVLEOH IRU WKH SUH

UHSRUW ILQDQFLDO VWDWHPHQWY WKDW FRPSO\ LQ DOO PDWHULD
$FFRXQWLQOJ 6WDOGDUGY DV DGRSWHG E\ WKH (8 DQG WKH DC
§ WKH VXEVHFWLRQ 6WDWHPHQW RQ WKH $GHTXDF\ DQG*(I—I|IUHFFlyV YF B¥|YJF3_D*(§2YO|_IDL£QQQLIJ:\|7|XDQW WR h H +%% DQG W

G\VWHPV ZLWKLQ WKH VHEWLRQ SLVN 0DQDIHPHQW D QG o BWHAYRP GuiiRMbiRAn VI ERBEOLDQFH ZLWK WKHVH UHTX
WKH FRPELQHG PDQDJHPHQW UHSRUW YLHZ RI WKH DVVHWY OLDELOLWLHYV ILQDQFLDO SRVLWLRQ D

JURXS QO DGGLWLR(?: WKH H[HFEXWLYH GLUHFWRUV DUH UH
§ WKH RWKHU SDUWV RI WKH DQQXDO UHSRUW H[FHSWF WI%H B&GWIHWB KBQI)(R&ILT QWHPQHG QHFHVVDU\ WR HQD

ILQDQFLDO VWDWHPHQWV DQG FRPELQHG PDQDJHPHQIy\{? dQLLbVBV\IDHVG ZI|_L|8BQP¥D8X\5JWDWHPHQWV WKDW DUH IUHH |

DXGLWRUeV UHSRUW ZKHWKHU GXH WR IUDXG L H IUDXGXOHQW ILQDQFLDO UHSRL

DVVHWYV RU HUURU
2XU DXGLW RSLQLRQV RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG RQ WKH FRP

ELQHG PDQDJHPHQW UHSRUW GR QRW FRYHU WKH RWKHU‘ Q%L{_lPSEbV\L/JlL%Rg VPIQI? IEIB \YIE(;E(EB\WIQé ILODQFLDO VWDWHPHQW\
ZH GR QRW H[SUHVV DQ RSLQLRQ RU DQV RWKHU IRUP RI DYYIRRAEBRARV EYERWIELY W& surxsev DELOLWY WR FRQ

DOVR KDYH WKH UHVSROQVLELOLW\ IRU GLVFORVLQJ DV DSSOL
,Q FROQQHFWLRQ ZLWK RXU DXGLW RXU UHVSRQVLELOLW&F\;_%FWBQUI-!BGD&/éEW%W HRJNIkQ\leJLFI-PVMhR/%RQVLEOH IRU ILQDQ
DQG WKHUHE\ DFNQRZOHGJH ZKHWKHU WKH RWKHU LQIRUEIQLd‘ﬁQRQFHUQ EDVLV RI DFFRXQWLQJ XQOHVV WKHUH LV DG

JURXS RUWR FHDVH RSHUDWLRQV RU WKHUH LV QR UHDOLVW|
§ LV PDWHULDOO\ LQFRQVLVWHQW ZLWK WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY "ZLWK WKH

FRPELQHG PDQDJHPHQW UHSRUW RU RXU NQRZOHGJH R)%(VYJWIQQHWWK?!X&[MVEMLYH GLUHFWRUV DUH UHVSRQVLEC

FRPELQHG PDQDJHPHQW UHSRUW WKDW DV D ZKROH SURYLGH
WKH JURXSceV SRVLWLRQ DQG LV LQ DOO PDWHULDO UH)

FRQVROLGDWHG ILODQFLDO VWDWHPHQWY FRPSOLHV ZLWK
| EDVHG RQ WKH zRUN zH KDYH SHUIRUPHG ~ZH FRQF O Xl W ST B i 6\ 5 G RVHIW D Wk RssrRuwxQLwLHY DQG U

PLVVWDWHPHQW RI WKLV RWKHU LQIRUPDWLRQ ~zH DUH BB W Ko W&k kH HHEXWEPH REWrwWkuv DuH UHVSRQVLEOH

KDYH QRWKLQJ WR UHSRUW LQ WKLV UHJDUG PHDVXUHYV VA\VWHPYV DV WKH\ KDYH FRQVLGHUHG QHFHW!
SUHSDUDWLRQ RI D FRPELQHG PDQDJHPHQW UHSRUW WKDW L
DSSOLFDEOH *HUPDQ OHJDO UHTXLUHPHQWY DQG WR EH DI
DSSURSULDWH HYLGHQFH IRU WKH DVVHUWLRQV LQ WKH FRPEI

§ RWKHUZLVH DSSHDUV WR EH PDWHULDOO\ PLVVWDWHG

7KH VXSHUYLVRU\ ERDUG LV UHVSRQVLEOH IRU RYHUVHHLQJ W
SURFHVV IRU WKH SUHSDUDWLRQ RI WKH FRQVROLGDWHG ILQI
FRPELQHG PDQDJHPHQW UHSRUW
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$XGLWRUeY 5HVSRQVLELOLWLHYV IRU WKH $XGLWSRIEWKIR &ORQ ¥REHWWWERE&G-QJ RI LQWHUQDO FRQWUROV UH
JLODQFLDO 6WDWHPHQWY DQG RI WKH &RPELQHG OARQWVREIIPGPOW G5 HISFDRWLDO VWDWHPHQWY DQG RI DUUDC

2XU REMHFWLYHV DUH WR REWDLQ UHDVRQDEOH DVVXHH E DBE’RW\% V\Q&H\H%ﬁbWWRIA WKH FRPELQHG PDQDJHPHQW
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYVY DV D ZKROHD H DSSURSULDWH LQ WKH FLU

Ry H W
PLVWWDWHPHQW ZKHWKHU GXH WR IUDXG RU HUURU D&Y &YW PBHLJ"[WF{HV\%%%L PPACGLW RSLQLRQ RQ WKH HIIHF
PDQDJHPHQW UHSRUW DV D ZKROH SURYLGHV DQ DSSURSULBWHR\PLVHEURWMIﬁ WV PHRQWY DQG PHDVXUHV

SRVLWLRQ DQG LQ DOO PDWHULDO UHVSHFWV LV FRQVLYWHQW ZLWK WKH FF\%AgVROLGDWHG ILQDQOFLDO
VWDWHPHQWY DQG WKH NQRZOHGJH REWDLQHG LQ WKH YROXERWE VT A v S P R1 DFFRXQWLQJ SROLF
OHJDO UHTXLUHPHQWV DQG DSSURSULDWHO\ SUHVHQWV \kHHRYELYWXRE WY iR/ YRQDROHRHVV RI HVWLPDWHYV PD
IXWXUH GHYHORSPHQW DV ZHOO DV WR LVVXH DQ DXGLWRYX\PLE VW%?‘J\%L\L/ PEXEHUVRXU
RSLQLRQV RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHOWV DQG WKH FERPELQHG

QFOXG RQ Qv D sSRREY DWHQHVV RI WKH H[HFXWLYH

PDQDJHPHQW UHSRUW
FRQFHUQ EDVLV RI DFFRXQWLQJ DQG EDVHG RQ WKH DXCGC

5HDVRQDEOH DVVXUDQFH LV D KLJK OHYHO RI DVVXUDQFH EXWKY V\IPBW'%BIU% %QEH\HI\("@W% \ HILVWV UHODWHG WR
DXGLW FRQGXFWHG LQ DFFRUGDQFH ZLWK h  +*% DQG WK Y& $%& %'%ﬁ?)@@’Dﬁ/Lﬁ%\"%@ WKH JURXSceV DELOLWY WR FF

LQ FRPSOLDQFH ZLWK *HUPDQ *HQHUDOO\ $FFHSWHG 6%WDJERATEY |HRL}NQUP<5>ZD E HULDO XQFHUWDLQWA HILVWV
A

6WDWHPHQW $XGLWV SURPXOJDWHG E\ WKH ,QVWLWXW GIPlyv HUWLF%%IE\R/ | &GLWRZLLCB UHSRUW WR WKH UHODWH
WKH FRPELQHG PDQDJHF

DOozD\V GHWHFW D PDWHULDO PLVVWDWHPHQW OLVVWDWH IQQ:\Q’GL IS)QVENH_WH | % b
HUURU DQG DUH FRQVLGHUHG PDWHULDO LI LQGLYLGXDOOCi' q_ v DPJLU—h Q/\PI—?H\EKHWHRX\%% PRGLINV RXU UHVSHF)
\, é DXGLW HYLGHQFH REWDL

WY J
UHDVRQDEO\ EH H[SHFWHG WR LQIOXHQFH WKH HFRQRPLF &I—gZFLQ/ \QW% D)H)-I-Hﬁ

WKH EDVLV RI WKHVH FRQVROLGDWHG ILQDQFLDO VWD\Bﬁghg@v (EEIEPDES\C}?HLWR-FFI??RZH_IEV\%LLI’_'XGH \[/)v\i(UDHJ:IH?V!; F\;:L;L'J:RQGLV
PDQDJHPHQW UHSRUW Q Q Q Q Q

'H H[HUFLVH SURIHVVLRQDO MXGJPHQW DQG PDLQWDLSQH 'SRUEIRWMH RY \(/WW@: PFyRVHQWDWLRQ VWUXFWXUH DQ
WKURXIKRXW WKH DXGLW HE DOVR ILODQRLDO VWDWHEHOWY  LOFOXGLQI WKH GLVFORVXUHV

ILQDQFLDO VWDWHPHQWV SUHVHQW WKH XQGHUO\LQJ WUL

§ LGHQWLI\ DQG DVVHVV WKH ULVNV RI PDWHULDO PLVV\AFDQ/\QIQIJ'W KF'?WVWKH %%%%W%G ILQDQFLDO VWDWHPHQ
ILQDQFLDO VWDWHPHQWY DQG RI WKH FRPELQHG PDQDJI—ﬁJI Ygé%“ \O(IVZQIH HY ILQDQFLDO SRVLWLRQ DQG
WR IUDXG RU HUURU GHVLJQ DQG SHUIRUP DXGLW SURF RPSHX \P@ﬁl"\ﬁhw\ﬁ W@H )56 $FFRXQ\1VLQJ 6WDQGE
ULVNV DQG REWDLQ DXGLW HYLGHQFH WKDW LV VXIILFLH(%W '%LPF? BWAR R% QI RXLEHPEH QWY RIEFHUPDQ FRPP

EDVLV IRU RXU DXGLW RSLQLRQV 7KH ULVN RI QRW GHWIQFWUQJ 5 P/bWHULDO PLVVWDWHPHQW

UHVXOWLQJ IURP IUDXG LV KLJKHU WKDQ WKH ULVN RI RW GHWH FWLE\P }FI-?WHULDODXGLW WR REWDL VXIILI
PLVVWDWHPHQW UHVXOWLQJ IURP HUURU DV IUDXG P§D§q_ QR%@ L% Q

LQWHQWLRQDO RPLVVLRQV PLVUHSUHVHQWDWLRQV RU WR% RQRH Ud'h”?ztr' b%HWéHOILFQQQ?Q/\;:L&QQVLQlRUPDWLRQ RI-WK
ZLWKLQ WKH JURXS DV DEDVLV TRU IRUPLQJ WKH DXGLW RS

ILQDQFLDO VWDWHPHQWY DQG RQ WKH FRPELQHG PDQDJH
UHVSRQVLEOH IRU WKH GLUHFWLRQ VXSHUYLVLRQ DQG

X T
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SHUIRUPHG IRU SXUSRVHV RI WKH JURXS DXGLW :H UHPQALR HBROHAQY DI—O/S@VGEQIH\I]FXJODWRU\ 5HTXLUHPHQ

RXU DXGLW RSLQLRQV
5HSRUW RQ WKH $VVXUDQFH RQ WKH (OHFWURQLF 5H
§ HYDOXDWH WKH FRQVLVWHQF\ RI WKH FRPELQHG PDQDRQPMRVWLGRYRDE )AHLQXKQWKRO 6WDWHPHQWY DQG WKH
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LWV FRQIRUPRWDIHPHQSHWUPDEB UMWz 3INHISWKHG IRU 3SXEOLFDWLRQ
YLHZ RI WKH JURXS®eV SRVLWLRQ LW SURYLGHYV $FFRUGDQFH ZLWK h D +*%

§ SHUIRUP DXGLW SURFHGXUHV RQ WKH SURVSHFWLYH LDIBRUBBRARSGSEQETRowns BV wkH
H[HFXWLYH GLUHFWRUV LQ WKH FRPELQHG PDQDJHPHOWKEYSRIW RGP A& PVERHRQRH ZRUN LQ DFFRUGDQFH ZLWK h
VXIILFLHQW DSSURSULDWH DXGLW HYLGHQFH zZH HYDOXHWRYREQDHAUW IBNOTIP A kin BY g MRL ZGW KHU - WKH  UHQGHUL(
DVVXPSWLRQV XVHG E\ WKH H[HFXWLYH GLUHFWRUV D QSFRGWRVKP HRV) DR (K IR RIGHEAERPNR HQVUHSRUWY KHUHIQDI VAU WWH
LQIRUPDWLRQ DQG HYDOXDWH WKH SURSHU GHULYDWARQ RI WREXBHRVYYFwLYRRRWIRLQHG LQ WKH HOHF
PDWLRQ IURP WKHVH DVVXPSWLRQV :H GR QRW H[SUHVAVBRXNQIDNUBRIRE R BBRGIIRQ WkB 1LSY DQG SUHSDUHG IR!
SURVSHFWLYH LQIRUPDWLRQ DQG RQ WKH DVVXPSWLRAKUSRMI YV RP EBMY LRKRVA RRWHHULDO UHVSHFEWYV ZLWK WKH

VXEVWDQWLDO XQDYRLGDEOH ULVN WKDW IXWXUH HYHERWvWALD H GAHAWURRBI HHSRYML QIR WAGHWW  Z2(6() IRUPDWY ,Q
SURVSHFWLYH LQIRUPDWLROQ OHJDO UHTXLUHPHQWYV WKLV DVVXUDQFH ZRUN H[WHQGV RQ

LQIRUPDWLRQ FRQWDLQHG LQ WKH FRQVROLGDWHG ILQDQ]

‘H FRPPXQLFDWH ZLWK WKRVH FKDUJHG ZLWK JRYHUQDQERRAHDUG (RPQBIRFHIOMyKHSRUW LQWR WKH (6() IRUPDW D
PDWWHUV WKH SODQQHG VFRSH DQG WLPLQJ RI WKH DXGRWLWHEE W WR WD W IBYEPWLHRQGLRIWDLQHG ZLWKLQ WKHVH
LQFOXGLQJ DQ\ VLIQLILFDQW GHILFLHQFLHV LQ LQWHUQBE'RRERYRRDY MNP ZRHGE HQ WIKK 6bQUH 4 $HQWLILHG DERYH
R et ,Q RXU RSLQLRQ WKH UHQGHULQJ Rl WKH FRQVROLGDWHG IL
‘H DOVR SURYLGH WKRVH FKDUJHG ZLWK JRYHUQDQFH zLWkP B LREWHPURW Rtk UAHS REWHFRQWDLQHG LQ WKH HOHFW
FRPSOLHG ZLWK WKH UHOHYDQW LQGHSHQGHQFH UHTXLUR®HA WV SBYE B Cr kP SFIEEW R VW ik SXUSRVHV FRPSOLHV LQ DC
WKHP DOO UHODWLRQVKLSY DQG RWKHU PDWWHUV WKDW PHTXHYHNHRYEO REH w KR X IR WRUE MKt HOHFWURQLF UHSRU\
RQ RXU LQGHSHQGHQFH DQG ZKHUH DSSOLFDEOH WKHPYM¥YRQUTHWBRHY-RY RBMH RPUPKCELW RSLQLRQ RQ WKH DFI
DSSOLHG WR HOLPLQDWH LOGHSHQGHQFH WKUHDWYV ILQDQFLDO VWDWHPHQWY DQG WKH DFFRPSDQ\LQJ FRPELQHG
WKH ILQDQFLDO \HDU IURP -DQXDU\ WR '"HFHPEHU
JURP WKH PDWWHUV FRPPXQLFDWHG ZLWK WKRVH FKDUPHERMWIRQRWKHQBYEHW 2Ry WKH FRQVROLGDWHG ILQDQFLEL
GHWHUPLQH WKRVH PDWWHUV WKDW ZHUH RI PRVW VLJRAEERHEHPPEDWRRHEWGYWSRYWKRERYH ZH GR QRW H[SUHV\
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI WKH FXUUHRRWWEKHULRIER DRIV BRY MRWRLRE G fNKLQ WKHVH UHQGHULQ
NH\ DXGLW PDWWHUV :H GHVFULEH WKHVH PDWWHUV LQ RREWREQRWR LR WHEHIROW X6QW ! lobF RERYH
UHJXODWLRQ SUHFOXGHV SXEOLF GLVFORVXUH DERXW WKH PDWWHU
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%DVLV IRU WKH $VVXUDQFH 2SLQLRQ § LGHQWLI\ DQG DVVHVV WKH ULVNV RI PDWHULDO LQWHQW

'H FRQGXFWHG RXU DVVXUDQFH ZRUN RQ WKH UHQGHULQJ RRERKALPRGVR LW K WM IEH LODIHWBEF HQRWY RI h +*% G
VWDWHPHQWY DQG WKH FRPELQHG PDQDJHPHQW UHSRU®YERONTIH Y RFGIGRidie Vi LBV SRQVLYH WR WKRVH ULVNV
LGHQWLILHG DERYH LQ DFFRUGDQFH ZLWK h D +*% DIECWRREH WEDWJYQo¥MXIILFLHQW DQG DSSURSULDWH WR
6WDQGDUG $VVXUDQFH :RUN RQ WKH (OHFWURQLF 5HQGHORNVNYXRPYEH LD R@WDWHPHQWYV
DQG ODQDJHPHQW 5HSRUWY 3UHSDUHG IRU 3XEOLFDWLRQ 3XUSRVHV LQ $FFRUGDQFH ZLWK
h D +*% ,': $V6 2XU UHVSRQVLELOLW)\ LQS3OHF¥DED P4 XNREeiyyWbQGLQJ RI LQWHUQDO FRQWURO UHOH
ZLWK LV IXUWKHU GHVFULEHG LQ WKH 2$XGLWRUceV 5HVSR@EVLERFW HRW MR bQWRKYC §hWv W Rp@HtEYL JRURVVXUDQFH SURFHGX
RQ WKH (6() 'RFXPHQWVY VHFWLRQ 2XU DXGLW ILUP KDV Dis@oVKid wWikiH YREWDRI Yo viEk W QRW TRU WKH SXUSRVH RI
WKH ,': 4XDOLW\ ODQDJHPHQW 6WDQGDUG 5HTXLUHPHQWYV RRL U RW\ Witk b HPHHW HQHVYV RI WKHVH FRQWUROV
LQ WKH $XGLW )LUP ,': 406

§ HYDOXDWH WKH WHFKQLFDO YDOLGLW\ RI WKH (6() GRFXPH

5HVSRQVLELOLWLHV RI WKH ([HFXWLYH 'LUHFWRUV DQG WKHARBXYRUYLRRW LRO6G IRRVFWRAQWY PHHWV WKH UHTXLUHPF
(6() 'REXPHQWYV 5HIJXODWLRQ (8 LQ WKH YHUVLRQ LQ IRUFH DW WKF

7KH H[HFXWLYH GLUHFWRUV RI WKH FRPSDQ\ DUH UHVSRQ\\//WIJ:D(SNI-,—'?I{;'l?V\yVVKHRQUME%%HV\I/:IFRQd_F&)IO VSHFLILFDWLRQ IRU WKL

WKH (6() GRFXPHQWV ZLWK WKH HOHFWURQLF UHQGHULQJYV, K R W LODQEF )
VWDWHPHQWY DQG WKH FRPELQHG PDQDJHPHQW UHSRUWg%Qé%%éH%E% g//(‘lj(l-' ?6() &'QPXPHQWV SURYLGH DQ ;-
CERWREL L RRRELR

VHQWHQFH 1R +*% DQG IRU WKH WDJJLQJ RI WKH FRQ GWS%%SJHHF?I—TSVbWUHHGSJSV?/VROLGDWHG
\g

PHQWY LQ DFFRUGDQFH ZLWK h VHQWHQFH 1R +*%
}ﬂg J QJ RI WKH (6() GRFXPHQ
IEJJR E\H_F%(SWK WKH UHTXLUHPHC
ﬁ_ ( R LQ WKH YHUVLRQ L
ggg{ Q/ H8DEOHV DQ DSSURSULDWI
IWR ;9

70/ UHQGHULQJ

é

RI (6() GRFXPHQWYVY WKDW DUH IUHH IURP PDWHULDO LQWH

p i
FRPSOLDQFH ZLWK WKH UHTXLUHPHQWYV RI h +*% IRU QEE lFI|E
IRUPDW v D !

7KH VXSHUYLVRU\ ERDUG LV UHVSRQVLEOH IRU RYHUVHHE&JKW%HLgajBEM%;\VWxﬁé%ﬁ)&%%WQWR/V?(%WLFOH RI'WKH (8 $3U9
(6() GRFXPHQWYV DV SDUW RI WKH ILQDQFLDO UHSRUWLQJ $URHHYVYHOHFWHG DV DXGLWRU E\ WKH FRQVROLGDWHG JHQ

‘H ZHUH HQJDJHG E\ WKH VXSHUYLVRU\ ERDUG RQ 6H
$XGLWRU®Y 5HVSRQVLELOLWLHV IRU WKH $VVXUDQFH :RUNPRYG WKHQeWKEREXPHYRY RI WKH FRQVROLGDWHG ILQDQFLD(

2XU REMHFWLYH LV WR REWDLQ UHDVRQDEOH DVVXUD%}EQ%LE\%\X\A/H%/}Z#\HNI\—{U$WLHH?gaVHOOVFKDIW ZLWKRXW LQWH
GRFXPHQWY DUH IUHH IURP PDWHULDO LQWHQWLRQDO R LQWHQWLRQDO QRQ FRPSOLDQFH

ZLWK WKH UHTXLUHPHQWY RI h +*% H H[HUFLVH S| IHV O PH \% \
5LOWDLY SURINVVLRQDO VNHSWLFLYP WURKIKmxw Wk o YRHIRH DRUE ol O3 o ooy S e o2,
Rl WKH (8 $XGLW 5HIXODWLRQ ORQJ IRUP DXGLW UHSRUW

H
S

,Q DGGLWLRQ WKH H[HFXWLYH GLUHFWRUV RI WKH FRP%&I P%X%IW g\é H_o

LQWHUQDO FRQWUROV WKDW WKH\ KDYH FRQVLGHUHG QHF X} | \6)\8 HOQDE
& ]
HFWIRQ
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2WKHU ODWWHUV § 8VH RI WKH $XGLWRU®V 5HSRUW

2XU DXGLWRUeV UHSRUW PXVW DOZD\V EH UHDG WRJHWKHU ZLWK WKH DXGLWHG FRQVROLGDWHG
ILQDQFLDO VWDWHPHQWY DQG WKH DXGLWHG FRPELQHG PDQDJHPHQW UHSRUW DV ZHOO DV

WKH DVVXUHG (6() GRFXPHQWY 7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKH
FRPELQHG PDQDJHPHQW UHSRUW FRQYHUWHG WR WKH (6() IRUPDW 8§ LQFOXGLQJ WKH
YHUVLRQV WR EH SXEOLVKHG LQ WKH *HUPDQ &RPSDQ\ 5HJLVWHU 8§ DUH PHUHO\
HOHFWURQLF UHQGHULQJYV RI WKH DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKH
DXGLWHG FRPELQHG PDQDJHPHQW UHSRUW DQG GR QRW WDNH WKHLU SODFH ,Q SDUWLFXODU
WKH (6() UHSRUW DQG RXU DVVXUDQFH RSLQLRQ FRQWDLQHG WKHUHLQ DUH WR EH XVHG
VROHO\ WRIJHWKHU ZLWK WKH DVVXUHG (6() GRFXPHQWYV SURYLGHG LQ HOHFWURQLF IRUP

*HUPDQ 3XEOLF $XGLWRU 5HVSRQVLEOH IRU 7KH
(QJDIJHPHQW

7KH *HUPDQ 3XEOLF $XGLWRU UHVSRQVLEOH IRU WKH HQJDJHPHQW LV 'U ODUFXV )DON
(VWVHQ ODUEFK

%'2 $*
DXGLWLQJ ILUP

VLIQHG 'U ODUFXV )DON
$XGLWRU
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5HVSRQVLELOLW\ VWDWHPHQW

7R WKH EHVW RI RXU NQRZOHGJH ZH DVVXUH WKDW LQ DFFRUGDQFH ZLWK WKH DSSOLFDEOH
DFFRXQWLQJ SULQFLSOHV WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY SUHVHQW D WUXH DQG
IDLU YLHZ RI WKH *URXS V DVVHWV OLDELOLWLHV ILQDQFLDO SRVLWLRQ DQG UHVXOWYV RI
RSHUDWLRQV DQG WKDW WKH *URXS PDQDJHPHQW UHSRUW JLYHV D WUXH DQG IDLU YLHZ RI

WKH EXVLQHVV SHUIRUPDQFH LQFOXGLQJ WKH EXVLQHVV UHVXOWY DQG WKH *URXS V SRVLWLRQ
WRIHWKHU ZLWK D GHVFULSWLRQ RI WKH SULQFLSDO RSSRUWXQLWLHY DQG ULVNV RI WKH *URXS V
HI[SHFWHG IXWXUH GHYHORSPHQW

(VWVHQ ODUFK

ODUF -XOLDQ 6LHZHUW/RUVWHQ +HQQ

‘U .DL ODUWLXV -HVVLE®RVSHUV



2WKHU
LVFORVXUHYV

uroD [
QLPIWHG DVVXUDQEH HQIDIHPHQW 1|Q UHODWLRQ WR WKH *URXS
lexvwDl QDELOLWY 6WDWHPHQW

lerudi FH ]
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$VVXUDQFH UHSRUW E\ WKH LQGHSHQGHQW *HUPDAQ
SXEQF DXGIVWRURQ D @P IMHAG DWXWDQFH HQJ DI HP HOWLQ
UHODWLRQ WR WKH *URXS 6XVWDLQDELOLW\ 6WDWHP

7R VHFXQHW 6HFXULW\ 1IHWZRUNV $NWLHQJHVHOOVFKDIWS§ WKHQDFFRPSDQ\LQJ *URXS 6XVWDLQDELOLW\ 6WDWHPHQW (
PDWHULDO UHVSHFWV ZLWK WKH (XURSHDQ 6XVWDLQDEL
(656 LQFOXGLQJ WKDW WKH SURFHVV FDUULHG RXW E\

$VVXUDQFH FRQFOXVLRQ LQIRUPDWLRQ WR EH LQFOXGHG LQ WKH *URXS 6XVWDLC
‘H KDYH FRQGXFWHG D OLPLWHG DVVXUDQFH HQJDJHSQ%@WU'R OLWRFvaHﬁ/Q/§HQW LV QRW LQ DOO PD*WHU'-DO U,H
6XVWDLQDELOLW\ 6WDWHPHQW LQFOXGHG LQ VHFWLRQ z+*URXS ERY LR Wwpl YA (\t%’\)v$%|z(656 HQHUDO 'L
WKH JURXS PDQDJHPHQW UHSRUW RI VHEXQHW 6HFXULW\ GQ(\M?’FP&IQ\P%H\I D’ﬁ‘Q@JWQW@SUI—QR’\blw

(VWHQ KHUHLQDIWHU UHIHUUHG WR DV ?VHFXQHWY RU ?WKH &RPSD IRU WKH ILQDQF

\HDU IURP -DQXDU\ WR '"HFHPEHU 7KH *U|§>3’§K'§X9WVDFL \-Q WKH ORXS EXVWDLQDELOLW\ 6WDW!
6WDWHPHQW ZDV SUHSDUHG WR IXOILO WKH UHTXLUHPHQWE}DRWHLL!FIQIQ Y¥|ST§WV ZLWEK | SUWLFOH RI 5HJXODWLRQ (8
WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO RI '"HEHPEH

&RUSRUDWH
6XVWDLQDELOLW\ 5HSRUWLQJ 'LUHFWLYH &65' DQG $U R’VE‘I’—ROQRW IE”SJSJ}—'T'VV BR/LDRV l{QQFH FRQFOXVLRQ RQ UHIHUHQF

Ix'o
DV ZHOO DV $UWLFOHV E DQG F LQ FROMXQFWRY K WhRESWIFIRLE QPELPEWY EWDWHPHQW  VHH DSSHQGL[
H RI WKH *HUPDQ &RPPHUFLDO &RGH +*% IRU D JURXS QRQ ILQDQFLDO

VWDWHPHQW %»DVLV IRU WKH DVVXUDQFH FRQFOXVLRQ DQ

5HIHUHQFHV WR WKH *URXSeV ZHEVLWH FRQWDLQHG :HQFRKKGIXPFWRESREXVWDYRDEQBHWNQJIDIJHPHQW LQ DFFRUGDQ

6WDWHPHQW VHH DSSHQGL[ WR WKLV $VVXUDQFH 5HSRWWQ ®NWHG QRY WXEMHBOFWR(@RMUIHPHQWYV ,6$( 5HYL)

DVVXUDQFH HQJDJHPHQW (QIDJHPHQWYV 2WKHU 7KDQ $XGLWV RU 5HYLHZV RI +LVWRULF
LVVXHG E\ WKH ,QWHUQDWLRQDO $XGLWLQJ DQG $VVXUDQFH 6

%DVHG RQ WKH SURFHGXUHV SHUIRUPHG DQG WKH HYLGHQFH REWDLQHG DV SDUW RI RXU

OLPLWHG DVVXUDQFH HQJDJHPHQW QRWKLQJ KDV FRPH WK HR XSW B AMHGHKQW ¥ RIQQWIX DDA FADXWG VDXV XUDQFH HQJDJHPHQW Y|

WR EHOLHYH WKDW WKH DFFRPSDQ\LQJ *URXS 6XVWDLUQREL@MQG BWHDWHPHQWQ HYWERW WKDQ IRU D UHDVRQDEO}

SUHSDUHG LQ DOO PDWHULDO UHVSHFWV LQ DFFRUGD QRQYHWXH® W \U HTEH UBIPHIQOV \R IRDWKHUDQFH REWDLQHG LV V.

&65' DQG $UWLFOH RI 5HJXODWLRQ (8 $UWLFDWHWXUDB FBIQGVKDW LARXOG KDYH EHHQ REWDLQHG KDG D |

FROQOMXQFWLRQ ZLWK $UWLFOHYV E WR H +*% IRU D HRRIMBHPH® VW) E 8 H QLYDWQIRLLIPH G

VWDWHPHQW DQG WKH VXSSOHPHQWDU\ FULWHULD SUHVHQWHG E\ WKH H[HFXWLYH GLUHFWRUYV

RI WKH &RPSDQ\ 7KLV DVVXUDQFH FRQFOXVLRQ LQFOXGHV WKDW QRWKLQJ KDV FRPH WR

RXU DWWHQWLRQ WKDW FDXVHV XV WR EHOLHYH WKDW
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2XU UHVSRQVLELOLWLHY XQGHU ,6%( 5HYLVHG DUH IXLQVK‘#LU(}.H MY L BH SPY ANV MV HY I\RQ_Q WKH SUHSDUDW
Z*HUPDQ 3XEOLF $XGLWRU@®V 5HVSRQVLELOLWLHV IRU W}%I-XVWE ﬁé(EJ(BIJ_WIvQGNV\FB ﬁleQW

*URXS 6 XVWDLQDELOLW\ 6WDWHPHQW?Z

7KH &65' DQG WKH DSSOLFDEOH *HUPDQ OHJDO DQG RWKHU (
‘H DUH LQGHSHQGHQW RI VHFXQHW LQ DFFRUGDQFH Z#AIRQWDNKH ZBHTGXIQUHPRYGWWHRIPY WKDW DUH VXEMHFW WR FF
(XURSHDQ ODZ DQG *HUPDQ FRPPHUFLDO DQG SURIHVVKREEBOWODDOWDR®E BEGKDRMWM ZKLFK QR DXWKRULWDWLYH FRP
IXOILOOHG RXU RWKHU *HUPDQ SURIHVVLRQDO UHVSRQVKBLYH WHWY HMDHQF SREBEGDQKHGZ LYK WXHKVH RUGLQJ DQG WHUP\
UHTXLUHPHQWY 2XU DXGLW ILUP KDV DSSOLHG WKH UH T>A.1UHPUHHOWWONREN D WIXWBIWRUVI RDOARKUWY WKH OHJDOLW\ RI P

FRQWURO DV VHW IRUWK LQ WKH ,': 4XDOLW\ 0DQDJHPHQXWWMNLM@ED 0 GWN VWDWW HEA\V VEDNHG RQ WKHVH LOWHUSUHWDW!
,QVWLWXWH RI 3XEOLF $XGLWRUV LQ *HUPDQ\ e S5HTXLUHPHQWY IRU 4XDOLW\
ODQDJHPHQW LQ WKH $XGLW )LUP ,': 406 ‘H B8O Y I KWMKBIW WWEHPLWDWLRQV DOVR DIITHFW WKH DVVXUDQ!

HYLGHQFH ZH KDYH REWDLQHG LV VXIILFLHQW DQG DS S URSAW. DMID BWFO SWRFWEM DPERW.V [RU
RXU DVVXUDQFH FRQFOXVLRQ DQG RSLQLRQ

*HUPDQ SXEOLF DXGLWRU V UHVSRQVLELOLMW

SHVSRQVLELOLW\ RI WKH H[HFXWLYH GLUBZWRWQRRGHWYKXKIIHPHQW RQ WKH *URXS 6XV
6XSHUYLVRU\ %RDUG IRU WKH *URXS 6XVWR bQ/HEpLHG W\

6WDWHPHQW 2XU REMHFWLYHV DUH WR H[SUHVV D OLPLWHG DVVXUDQFH
7KH H[HFXWLYH GLUHFWRUV DUH UHVSRQVLEOH IRU WEWVSUBSBHMHQURQHRHQMKEH *RXE FRQGXFWHG RQ ZKHWKHU I
6XVWDLQDELOLW\ 6WDWHPHQW LQ DFFRUGDQFH ZLWK WKWRURXNLDWWHQWY RRY WKBW.ED'XDVEGY WR EHOLHYH WKDW WKH
WKH DSSOLFDEOH *HUPDQ OHJDO DQG RWKHU (XURSHDQKDAVTRRWHEHB®\S DVSPHEG D) DIOVKPDWHULDO UHVSHFWV LQ I
WKH VXSSOHPHQWDU\ FULWHULD SUHVHQWHG E\ WKH H[HPX\8DYHDELOM FWRIPD @1 WKHDERPBQQ\ RWKHU (XURSHDQ UHT
DQG IRU GHVLJQLQJ LPSOHPHQWLQJ DQG PDLQWDLQLQJ VXBIS Q@MHUVQDD\ FRQW H R DDWSKWDHY MMKWMMH G E\ WKH &RPSDQ\eV
KDYH FRQVLGHUHG QHFHVVDU\ WR HQDEOH WKH SUHSD UDIWIVK® FIQWEWY XILFOXSF B XY WDR QW EWRDW\ LQFOXGHV RXU DVVXUD
6WDWHPHQW LQ DFFRUGDQFH ZLWK WKHVH UHTXLUHPHQ8XY W\DKLEMW ELL\O LW M 18 W D W/ PRROQMH U L D O
PLVVWDWHPHQW ZKHWKHU GXH WR IUDXG L H IUDXGXOHQW VXVWDLQDELOLW\ UHSRUWLQJ LQ
WKH *URXS 6XVWDLQDELOLW\ 6WDWHPHQW RU HUURU $V SDUW RI DQ DVVXUDQFH HQJDJHPHQW LQ DFFRUGDQFH ZLW
H[HUFLVH SURIHVVLRQDO MXGJPHQW DQG PDLQWDLQJSURIHVVL
7KLV UHVSRQVLELOLW\ Rl WKH H[HFXWLYH GLUHFWRUV LQFOXGHV HVWDEOLVKLQJ DQG PDLQWDLQLQJ
WKH PDWHULDOLW\ DVVHVVPHQW SURFHVV VHOHFWL@RBWGL® 5YOXRGH UVIELREUQDWHWKH SURFHVV XVHG WR SUH
UHSRUWLQJ SROLFLHV IRU SUHSDULQJ WKH *URXS 6XVW D L6XIVEWIDLLQ\D\E 6\ DW\HEW QWH FDH/Q WH QQ FIDMK GLQJ WKH PDWHULDOL
PDNLQJ DVVXPSWLRQV DQG HVWLPDWHV DQG DVFHUWDXW EQ W KIR BHZDAUIGNO RERNLGB QWLI\ WKH GLVFORVXUHV WR EH

LQIRUPDWLRQ IRU LQGLYLGXDO VXVWDLAHDELOLW\ UHODWHEXMWRBbRERUPWW\ 6WDWHPHQW

7KH 6XSHUYLVRU\ %YRDUG LV UHVSRQVLEOH IRU RYHUVHHKLQGH®KMH |5 LRAMHFO\RVRUHVKHAKSUHSD PDWHULDO PLVVWDWHPHC
UDWLRQ RI WKH *URXS 6XVWDLQDELOLW\ 6WDWHPHQW OLNHO\ WR DULVH GHVLJQ DQG SHUIRUP SURFHGXUHV WR D
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REWDLQ OLPLWHG DVVXUDQFH WR VXSSRUW WKH DV VX §DHMHO K R Q/FHGX WIKRIQU H B WRQIDEND RQ RWRI WKH HVWLPDWHYVY DQC
GHWHFWLQJ D PDWHULDO PLVVWDWHPHQW UHVXOWLQJ |URPRMLIBXG BN WIKIK HUHWX\WU DY W KGH WHFWRUV | LQ DFFRUGDQF
Rl QRW GHWHFWLQJ D PDWHULDO PLVVWDWHPHQW UH VX G\WRXIWIRP GLWHEW RYW HMXIGP PWH WKH YDOXH FKDLQ LQIRU
LQYROYH FROOXVLRQ IRUJHU\ LQWHQWLRQDO RPLVVLAEQVH RIQVDKISAKH WKW WERWG VY R G LWKREWRUY DUH XQDEOH WR
RYHUULGH RI LQWHUQDO FRQWURO ,Q DGGLWLRQ WKH IWRM WRKHQRMO XHH W KB MWQ GH DS PWW HPWDINL@®J UHDVRQDEOH HIIR!
PLVVWDWHPHQW LQ LQIRUPDWLRQ REWDLQHG IURP VR XU FHQ\ URM HZQW KIVQOH © MW WEEN RFRQDVAMION L QJ ZKHWKHU WKH H]
YDOXH FKDLQ LQIRUPDWLRQ LV RUGLQDULO\ KLJKHU W KOG MUKW DUNLEVON VIR HQ/RIWH @ W WRHIFWHL 'Y 1. @ DFFRUGDQFH ZLWK WK1
PDWHULDO PLVVWDWHPHQW LQ LQIRUPDWLRQ REWDLQHG UMD REREOHQ VW RIL QVWKWHHIOWLMPAREWHY EXW GRHV QRW LG
FRQWURO DV ERWK WKH HQWLW\eV H[HFXWLYH GLUHFWRYI\RWRIN ZRQDLQ SWOH W D\® XRIQFKDL @ WHKDW WKH H[HFXWLYH C
RUGLQDULO\ VXEMHFW WR UHVWULFWLRQV RQ GLUHFW DFREWWVYQNVR WKH VRXUFHV RI WKH YDOXH
FKDLQ LQIRUPDWLRQ
§ SHUIRUPHG DQDO\WLFDO SURFHGXUHV DQG PDGH LQTXLULHV
§ FRQVLGHU WKH IRUZDUG ORRNLQJ LQIRUPDWLRQ LQFOXGLQURWRBWLFRSQUROWIRMW HORIXSY RXVWDLQDELOLW\ 6WDWHPHQW
WKH XQGHUO\LQJ DVVXPSWLRQV 7KHUH LV D VXEVWDQWLDO XQDYRLGDEOH ULVN WKDW IXWXUH

HYHQWY ZLOO GLIIHU PDWHULDOO\ IURP WKH IRUZDUG ogaﬁbqgégw@@P@wm%@HVHQWDWLRQ RI WKH LQIRUPDWLRQ LQ
6WDWHHAHQW

6 XPPDU\ RI WKH SURFHGXUHV IRU WKH ORLEWHNGHMY XWDLQREFHVY IRU LGHQWLI\LQJ WD[RQRP\ HOLJ

HQJDJHPHQW E\ WKH JHUPDQ SXEOLF DXGIPDWWRQ@HG HFRQRPLF DFWLYLWLHV DQG WKH FRUUHVSRQGLQJ

6XVWDL9DELOLW\ 6WDWHPHQW
$ OLPLWHG DVVXUDQFH HQJDJHPHQW LQYROYHV WKH SHUIRUPDQFH RI SURFHGXUHV R

REWDLQ HYLGHQFH DERXW WKH VXVWDLQDELOLW\ LQIRUPDWLRQ 7KH QDWXUH WLPLQJ DQG
HIWHQW RI WKH VHOHFWHG SURFHGXUHV DUH VXEMHFW WE [RYUASY R IEWVIL RATPY NMXGIRFRYM XV H

,Q SHUIRUPLQJ RXU OLPLWHG DVVXUDQFH HQJDJHPHQwW z#l GUDZ DWWHQWLRQ WR WKH IDFW WKDW WKH DVVXUDQFH H
IRU WKH &RPSDQ\eeV SXUSRVHV DQG WKDW WKH DVVXUDQFH L

§ HYDOXDWHG WKH VXLWDELOLW\ RI WKH FULWHULD DV D IZ&RWH SWHKWHQ@GQWIRGSDEQ\WBRHRNYWFXWH HUHVXOW RI WKH DVV)]

GLUHFWRUV LQ WKH *URXS 6XVWDLQDELOLW\ 6WDWHPHQ@WQVHTXHQWO\ LW PD\ QRW EH VXLWDEOH IRU DQ\ RWK

DIRUHPHQWLRQHG $FFRUGLQJO\ WKH DVVXUDQFH UHSRUW LV

§ LOTXLUHG RI WKH H[HFXWLYH GLUHFWRUV DQG UHOHY D QW IHFRG GRUHWMVHIVQ VRO PBE LLGQU WIKIWDQFLDO GHFLVLRQV EDVHG

SUHSDUDWLRQ RI WKH *URXS 6XVWDLQDELOLW\ 6WDWHPWRMW HERIQWBID BSQH SPDHIIBWLRAW DFFHSW DQ\ UHVSRQVLELOI

SURFHVV LQFOXGLQJ WKH PDWHULDOLW\ DVVHVVPHQW BURRKUBQFD BHDRHG XRNWRE\LWIKQHRWOOPRIGVNILHG LQ WKLV UHVSHFW
WR LGHQWLI\ WKH GLVFORVXUHVY WR EH UHSRUWHG LQ WKH *URXS 6XVWDLQDELOLW\
6WDWHPHQW DQG DERXW WKH LQWHUQDO FRQWUROV UHODWLQJ WR WKLY SURFHVYV

§ HYDOXDWHG WKH UHSRUWLQJ SROLFLHV XVHG E\ WKH H[HFXWLYH GLUHFWRUV WR SUHSDUH WKH
*URXS 6 XVWDLQDELOLW\ 6WDWHPHQW
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(QIDIJHPHQW WHUPYV $SSHQGL[] WR WKH DVVXUDQFH UHSRUW 8QD
7KLV HQJDJHPHQW LV EDVHG RQ WKH 36SHFLDO 7HUPV BIEBHRHWMJIRKE WKH«*URXS 6 XVWDLQDELOLW!'
'LUWVFKDIWVSU%IXQJVIHVHOOVFKDIWY GDWHG -XO\ 5 HPHUHH BHYL WHR W KHERGERO%Y ZHEVLWH FROWDLQHG LQ

Dv. ZHOO DV WKH *HQHUDO (QJDJHPHQW 7HUPV IRUgygyYWHMHPUWW UEHH- IBIPHRREIY WR WKLV $VVXUDQFH 5HSRUW
'LUWVFKDIWVSU%IHU DQG :LUWVFKDIWVSU%IXQJIVIHVHGRNADWHR HothYRPROWXERHFLOIRUPDWLRQ WR ZKLFK WKHV
$XGLWRUV DQG 3XEOLF $XGLW )LUPV ? GDWHG -DQXDU\qrw EHH& NKEY WD OMHN 45\ DXGLWHG E\ XV

777 FGR GH HQJIDJHPHQW WHUPV FRQGLWLRQV

+DPEXUJ ODUFK

%'2 $*
LUVFKDIWVSU¥%IXQJVIHVHOOVFKDIW

VLIQHG )ULW] VLIJQHG 'U )DON
*HUPDQ 3XEOLF $XGLWRU *HUPDQ 3XEOLF $XGLWRU



6HUYLFH

IRFDWLRQV

+HDGTXDUWHUV (VVHQ
VHEXQHW BHFXULW\ 1HWZRUNV $*
XUI%UVWHQVWUDYH

(VVHQ

3KRQH o
)D[ o

%HUOLQ

VHFEFXQHW B6HFXULW\ 1HWZRUNV $*
$OW ORDELW
%HUOLQ

%HUOLQ

6\W(OHYHQ *PE+

%R[KDJHQHU 6WUDYH
%HUOLQ

%RQQ
VHFXQHW BHFXULW\ 1HWZRUNV $*
'"UHL]JHKQPRUJHQZHJ

%RQQ
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"UHVGHQ

VHFEXQHW 6HFXULW\ IHWZRUNYV $*
$PPRQVWUDYH
'"UHVGHQ

JUDQNIXUW

VHFXQHW 6HFXULW\ 1IHWZRUNYV $*
OHUJHQWKDOHUDOOHH
(VFKERUQ

+DPEXUJ

VHFEXQHW 6HFXULW\ IHWZRUNYV $*
2VWHUEHNVWUDYH E
+DPEXUJ

+DQRYHU

VWDVKFDW *PE+
6FKLIIJUDEHQ
+DQQRYHU

,OPHQDX

VHEXQHW BHFXULW\ 1HWZRUNV $*
'"HUQHU YRQ 6LHPHQV 6WUDYH
,OPHQDX

OXQLFK

VHEXQHW 6HFXULW\ 1HWZRUNYV
.RQUDG =XVH 30DW]
OXQLFK

3DGHUERUQ

VHFEXQHW 6HFXULW\ 1HWZRUNYV
+DXSWVWUDYH
%RUFKHQ

6LHJH

VHEXQHW 6HFXULW\ 1HWZRUNYV
'HLGHQDXHU 6WUDYH
6LHJHQ

6WXWWJIDUW

VHFEXQHW 6HFXULW\ 1HWZRUNYV
IHXH %UY%FNH
6WXWWJIDUW

7UDLQLQJ &HQWHU '"UHVGHQ

VHEXQHW 6HFXULW\ 1HWZRUNYV
$PPRQVWUDYH
'"UHVGHQ

$~k

$*

$~k

$*

$~k
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JLODQFLDO FDOHQGDU /HJDO LQIRUPDWLRQ

O0DUFK ,VVXHG E\
$QQXDO 5HSRUW
XUI%UVWHQVWUDYH

0D\ (VVHQ
*URXS 4XDUWHUO\ 6WDWHPHQW DV
DW O0DUFK 3KRQH
(PDLO LQIR#VHFXQHW FRP
-XQH ZZZ VHFXQHW FRP

$QQXDO *HQHUDO OHHWLQJ
,QYHVWRU 5HODWLRQV
$XIXVW 3KRQH

I1RWHYV
7KLV DQQXDO UHSRUW FRQWDLQV VWDWHF

VHEXQEHF XULW\ IHWBRBXVLINY\ IHWZRUNV $WKH IXWXUH GHYHORSPHQW RI WKH VHFX

ZHOO DV HFRQRPLF DQG SROLWLFDO GHYH(
VWDWHPHQWY UHSUHVHQW DVVHVVPHQWYV
WKH LQIRUPDWLRQ DYDLODEOH WR XV DW
WKH XQGHUO\LQJ DVVXPSWLRQV SURYH

VKRXOG IXUWKHU ULVNV PDWHULDOL]H DF
GLIIHU ITURP WKRVH FXUUHQWO\ H[SHFWHG
FDQQRW JXDUDQWHH WKH DFFXUDF\ f
VWDWHPHQWYV

+DOI <HDU )LQDQFLDO 5HSRUW  (ppl 0 LQOYHVWRU UHODWLRQV#VHEXQHW FR# WR URXQGLQJ LW LV SRVVLEOH WKDW

IRYHPEHU 3UHVV
*URXS 4XDUWHUO\ 6WDWHPHQW DV, o,
DW 6HSWHPEHU

(PDLO SUHVVH#VHFXQHW FRP
&RQFHSW GHVLJQ DQG VHWWLQJ

,521( $* &R .* +DPEXUJ
Z727Z LU RQH GH

7TH[W
VHFXQHW 6HFXULW\ 1HWZRUNV $*

LQ WKLY DQQXDO UHSRUW PD\ QRW DGG X¢
VWDWHG WRWDO DQG WKDW SHUFHQWDJH'
SUHFLVHO\ UHIOHFW WKH DEVROXWH YDO X
UHIHU

$0O0 WUDGHPDUNV EUDQG QDPHV DQG SU
PHQWLRQHG LQ WKLV DQQXDO UHSRUW DUl
WKHLU UHVSHFWLYH RZQHUV 7KLV DSSOLF
'$; 0'$; 6'$;, T7THF'$; DQG ;HWUD ZKLFK |
UHJLVWHUHG WUDGHPDUNYV DQG SURSHUW
%TUVH $*

7KLY DQQXDO UHSRUW ZDV SXEOLVKHG RQ
,W LV DYDLODEOH LO *HUPDO DQG (QJOLVE
FDQ EH GRZQORDIGHGMHRROHW ,RRPDV H

RI GRXEW WKH *HUPDQ YHUVLRQ VKDOO SU




VHFXQHW B6HFXULW\ 1HWZRUNV $*
XUI%UVWHQVWUDYH
(VVHQ

7HO
)DI

(PDLO LQIR#VHFXQHW FRP
,QWHUQHW Zz2ZZ VHFXQHW FRP
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