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JRU WKH WUDQVLWLRQ SHULRG IURP WR

&RPPLVVLRQ ILOH QXPEHU

AMcron

OLFURQ 7HFKQRORJ\ ,QF

(IDFW QDPH RI UHJLVWUDQW DV VSHFLILHG LQ LWV FKDUWHU
'HODZDUH
6WDWH RU RWKHU MXULVGLFWLRQ RI LQFRUSRUDW R (REORIBHDQIGEBYWRQLFDWLRQ
6 )HGHUDROLYBD KR
$GGUHVV RI SULQFLSDO H[HFXWLYH RIILFHV =LS &RGH
5HILVWUDQWYTV WHOHSKRQH QXPEHU LQFOXGLQJ DUHD FRGH

6HFXULWLHY UHJLVWHUHG SXUVXDQW WR 6HFWLRQ E RI WKH $FW
7LWOH RI HDFK FODVV 7UDGLQJ 6\PERI®WPH RI HDFK H[FKDQJH RQ ZKLFK LU
&RPPRQ 6WRFN SDU YDOXH 68U VKDUH 1DVGDT *OREDO 6HOHFW ODUN}
6HFXULWLHYV UHJLVWHUHG SXUVXDQWRQWR 6HFWLRQ J RI WKH $FW

,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV D ZHOO NQRZQ VHBYRQH® LVVXHU
,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV QRW UHTXLUHG WR bLOHF dHSRUWYV
,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG DOO UHSRUWYV L

([FKDQJH $FW RI GXULQJ WKH SUHFHGLQJ PRQWKV RU IRU VXFK VKRUWHU SHUL
DQG KDV EHHQ VXEMHFW WR VXFK ILOLQJ UHTXLUHPHQWYV IRU WKHYDVWWRb GD\V
,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLV

SXUVXDQW WR 5XOH Rl 5GHIXODWLRQ 6 7 t Rl WKLV FKDSW

UHJLVWUDQW ZDV UHTXLUHG WR VXEPLW VXFK ILOHYV <HY 1Rb

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUL
HPHUJLQJ JURZWK FRPSDQ\ 6HH WKH GHILQLWLRQV RI 30DUJH DFFHOHUDWHC
LQ 5XOH E RI WKH ([FKDQJH $FW

/DUJH $FFHOHUDVWIFEHQBHDWHG )RQHFFHOHUDAWBG QHOHIH SR YWHQILQR PIMIWK &RF

d b b b b

.l DQ HPHUJLQJ JURZWK FRPSDQ\ LQGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW KD
QHZ RU UHYLVHG ILQDQFLDO DFFRXQWLQJ VWDQGDUGVY SURYLGHG SXUVXDQW WR 6HI
,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG D UHSRU
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ XQGHU 6HFWLRQ E RI WKH 6DUE
SUHSDUHG RU LVVXHG LWV DXGLW UHSRUW

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D VKHOO €RBSDIQ\d DV GHIL
7KH DJJUHJDWH PDUNHW YDOXH RI WKH YRWLQJ DQG RREDPYRWQ LRI WKMHPRORNTRUWS\UK A
1DVGDT *OREDO 6HOHFW ODUNHW RQ ODUFK 6KDUHV RI FRPPRQ VWRFN KHOG E\

PRUH RI WKH RXWVWDQGLQJ FRPPRQ VWRFN ZHUH H[FOXGHG DV WKH\ PD\ EH GHHPHGC
FROQFOXVLYH GHWHUPLQDWLRQ IRU RWKHU SXUSRVHYV

7KH QXPEHU RI RXWVWDQGLQJ VKDUHV RI WKADVHILVWUDQWITV FRPPRQ VWRFN DV RI
'2&80(176 ,1&2532587 (' %< 5()(5(1&(

BRUWLRQV RI WKH 3UR[\ 6WDWHPHQW IRU WKH UHJLVWUDQWYV )LVFDO $QQXDO OH
UHIHURRIRHW ,, DRIGWIDILWMNEQQXDO 5HSRUW RQ )RUP
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OLFURQxV JOREDO IRRWSULQW PDS KLIKOLJKWY ORFDWLRQV WKDW LQFOXGH RXU PDQXIDFWXULQJ VLWHV

DUH UHSUHVHQWHG RQ WKLV PDS

Values

| |
VI SIO n We strive to live the following core values with passion
and unwavering integrity.
Transforming how the world uses
information to enrich life for all.

People Tenacity

We care about each other. Nothing shakes our resolve.

Innovation
We develop solutions that shape the world’s future.

= ] === —’* . S
MlSSIOn Collaboration Customer Focus

Be a global leader in memory "4 We work as one team. We win by knowing our customers.

and storage solutions.
e

FH



7DEOH RI &RQWHQWYV

,QWURGXFWLRQ

3%$57 ,

,WHP %XVLQHVV

,WHP $ 5LVN )DFWRUYV

,WHP % 8QUHVROYHG 6WDIl &RPPHQWYV

,WHP 3URSHUWLHV _
,WHP /HIDO 3URFHHGLQJV _

,WHP OLQH 6DIHW\ 'LVFORVXUHYV _
3$57 ,,

,WHP ODUNHW IRU 5HIJLVWUDQWYV &RPPRQ (TXLW\ 5HODWHG 6WRFNKROC
,WHP >5HVHUYHG @ _

,WHP ODQDJHPHQWYV 'LVFXVVLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWL
,WHP $ 4XDQWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUHV $ERXW ODUNHW
,WHP J)LOQODQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD _

,WHP &KDQJHV LQ DQG 'LVDJUHHPHQWYV :LWK $FFRXQWDQWY RQ $FFRXQV

,WHP $ &RQWUROV DQG 3URFHGXUHV
,WHP % 2WKHU ,QIRUPDWLRQ _

,WHP & 'LVFORVXUH 5HJDUGLQJ )RUHLJQ -XULVGLFWLRQV WKDW 3UHYHQW
3%$57 ,,,

,2WHP 'LUHFWRUV ([HEXWLYH 2IILFHUV DQG &RUSRUDWH *RYHUQDQFH
,2WHP ([HFXWLYH &RPSHQVDWLRQ _

,2WHP 6HFXULW\ 2ZQHUVKLS RI &HUWDLQ %HQHILFLDO 2ZQHUYVY DQG 0DQD.
,2WHP &HUWDLQ SHODWLRQVKLSY DQG 5SHODWHG 7UDQVDFWLRQV _DQG 'LU
,2WHP BULQFLSDO $FFRXQWDQW )HHV DQG 6HUYLFHV _

3$57 ,9

,2WHP (IKLELWV DQG )LQDQFLDO 6WDWHPHQW 6FKHGXOH _

,2WHP JRUP . 6XPPDU\ _

6LIQDWXUHYV

Aicron



JRUZDUG /RRNLQJ 6WDWHPHQWYV

7KLV )RUP . FRQWDLQVY WUHQG LQIRUPDWLRQ DQG RWKHU IRUZDUG ORRNL(
XQFHUWDLQWLHY 6XFK IRUZDUG ORRNLQJ VWDWHPHQWY PD\ EH LGHQWLILHC
SOHGJH FRPPLWWHG SODQV RSSRUWXQLWLHV IXWXUH EHOLHYH

PD\ ZLOO ZRXOG VKRXOG FRXOG DQG YDULDWLRQV RI VXFK ZRUGV
RI WKHVH ZRUGV RU VLPLODU H[SUHVVLRQV GRHV QRW P&8MHF IWKPD YWR DZ\DWBW
ORRNLQJ VWDWIOXIEHWEY XW DUH QRW OLPLWHG WR VWDWHKPHIOPSD FMXXHK DV W
FRURQDYLUXV GLVHDVH U&29," H®HWW HRX E IBX WIKQISPHQWY WKH FRPSOH
FORVLQJ WKH SHQGLQJ VDOH RI RXU /HKL IDFLOLW\ W/HKHH\B¥Q MW RH QXWR U R XU
GLYLGHM@E FDSLWDO VSHZXGLRBFWRDO UHVXOWYV FRXOG GLIIHU PDWHULDOO\
WKRVH GLVFXVVHG LQ WKH IRUZDUG ORRNLQJ VWDWHPHQWY )DFWRUV WKDW
LQFOXGH EXW DUH QRW OLPLWHG WR WKRVH LGHQWLILHG LQ U3DUW , O ,W|

'"HILQLWLRQV RI &RPPRQO\ 8VHG 7F

$V XVHG KHUHLQ UZH U URXU U UXV U DQG VLPLODU WHUPV LQFOXGH OLFUR
VXEVLGLDULHV XQOHVV WKH FRQWH[W LQGLFDWHY RWKHUZLVH $EEUHYLDW
LQ PXOWLSOH ORFDWLRQV WKURXIKIR XROWREZYQUHSRUW DQG

7HUP '"HILQLWLRQ 7HUP '"HILQLWLRQ
1RWHV BHQLRU 1RWHV GXH3''5 /RZ 3RZHU 'RXEOH 'DWD 5DWH
1RWHV BHQLRU 1RWHV GXH3'5%0 /RZ 3RZHU '5$0
7HUP /ROKQERU 7HUP /RDQ $ GXB&3 HQWHOKXGWIFKRS SDFNDJHG VROXWI
RQ 0D\ 1$1' DQG /3'5%$0
1RWHV BHQLRU 1RWHV GXHOLFURQ OLFURQ 7HFKQRORJ\ ,QF 3DL
1RWHV BHQLRU 1RWHV GXHO78 OLFURQ 7THFKQRORJ\ 8WDK //&
1RWHYV BHQLRU 1RWHV GXHL90OH +DUGZDUH LQWHUIDFH IRU 66"
D 3&,H EXV
1RWHYV BHQLRU 1RWHV GXH2(0 2ULJLQDO (TXLSPHQW ODQXIDF
1RWHV 6HQLRU 1RWHV GXH3&,H +LJK VSHHG PRWKHUERDUG FR
SHULSKHUDO GHYLFHV VXFK D
" 1IRWHYV &RQYHUWLEOH 6HQU4RRPRIROMHVAERRQGD $*
"5 'RXEOH 'DWD 5DWH '5$0 4/& 4XDG /HYHO &HOO IRXU ELWV
(%,7'$ (DUQLQJV EHIRUH LQWHBHYR/OYWLI[HEUEBEWHRQDSHIYRRDYLQJ &UHG
DQG DPRUWL]DWLRQ )DFLOLW\
(89 (IWUHPH XOWUDYLROHW6®ZWKRJIJUDSBUGZDUH LQWHUIDFH IRU FR(

GHYLFHV VXFK DV KDUG GLVN

(IWLQJIXLVKEHRLRU 7HUP /RDQ $ GXB/& UHSDL6GE RIDBADHYHO &HOO RQH ELW
7HUP /RDQ $

x1'g *UDSKLFV 'RXEOH 'DWD BRYH BHFXUHG 2YHUQLJKW )LQDQFL
L& ,QWHJUDWHG &LUFXLW 66" 6ROLG 6WDWH 'ULYH

,0)7 ,0 JODVK 7THFKQRORJLHV7,//& 7H[DV ,QVWUXPHQWYV ,QFRUSR
,QRWHUD ,QRWHUD OHPRULHV ,QF7/& 7ULSOH /HYHO &HOO WKUHH E
,QWHO ,QWHO &RUSRUDWLRQ 8)6 8QLYHUVDO )ODVK 6WRUDJH

/, %25 /RQGRQ ,QWHUEDQN 21IH\0®G 5DWH 8)6 EDVHG 0&3

OLFURQ &UXFLDO DQ\ DVVRFLDWHG ORJRV DQG DOO RWKHU OLFURQ WUDGH
";3RLQW DUH WUDGHPDUNYV RI ,QWHO &4RUSRUDWLRQ RU LWV VXEVLGLDULHYV
RZQHG E\ OLFURQ DUH IRU LGHQWLILFDWLRQ SXUSRVHVY RQO\ DQG PD\ EH WK

$00 SHULRG UHIHUHQFHY DUH WR RXU ILVFDO SHULRGYVY XQOHVV RWKHUZLVH
HQGLQJ RQ WKH 7KXUVGD\ FORVHVW WR $XJXVW JLVEDO FRQWDLQHG
ILVFDO FRQWDLQHG ZHHNV 2XU IRXUWK TXDUWHU RI ILVFDO FRQWD
WKH \HDUV SUHVHQWHG FRQWDLQHG ZHHNYV



3$57 ,
,7(0  %86,1(66

2YHUYLHZ

OLFURQ 7THFKQRORJ\ ,QF LQFOXGLQJ LWV FRQVROLGDWHG VXEVLGLDULHV |
VWRUDJH VROXWLRQV WUDQVIRUPLQJ KRZ WKH ZRMEEK XD/ WY @ B QRAUPHDWWL RROF W
FXVWRPHUV WHFKQRORJ\ OHDGHUVKLS DQG PDQXIDFWXULQJ DQG RSHUDWL
KLIJIK SHUIRUPDQFH '5%$0 1$1' DQG 125 PHPRU\ DQG VWRUDJH SURGXFWV WKL
EUDQGV (YHU\ GD\ WKH LQQRYDWLR QWK&IXW B/ HRIXRIQRHPR SHO@IDEWH. QW HD GXHD@ F H
LQWHOOLJHQFH DQG * DSSOLFDWLRQV WKDW XQOHDVK RSSRUWXQLWLHV O |
WKH FOLHQW DQG PRELOH XVHU H[SHULHQFH

‘H PDQXIDFWXUH RXU SURGXFWYV DW ZKROO\ RZQHG IDFLOLWLHY DQG DOVR X
PDQXIDFWXULQJ SURFHVVHV ‘H PDNH VLIJQLILFDQW LQYHVWPHQWYV WR GHYH
ZKLFK DUH LPSOHPHQWHG LQ RXU PDQXIDFWXULQJ IDFLOLWLHYV $GYDQFHPH!
LQFUHDVH WKH GHQVLW\ SHU ZDIHU DQG UHGXFH PDQXIDFWXULQJ FRVWYV RI
LOWURGXFH QHZ JHQHUDWLRQV RI SURGXFWYV WKDW RIIHU LPSURYHG SHUIRL
WUDQVIHU UDWHV DGYDQFHG SDFNDJLQJ VROXWLRQV ORZHU SRZHU FRQVX]
LQFUHDVHG PHPRU\ GHQVLW\

7TKH LQWURGXFWLRQ RI OD\HU 1%$1' DQG ° DOSKD '5%$0 UHSUHVHQW PDM
FRPSDQ\ DQG WKH ILUVW WLPH LQ RXU KLVWRU\ WKDW ZH KDYH DFKLHYHG L
WHFKQRORJLHYH,LOWURGXFHG RXU LQGXVWU\ OHDGLQJ ~ PHPRU\ QRGH WK
QRGH LQ KLJK YROXPH SURGXFWLRQ 7KLV DGYDQFHPHQW KDV EHHQ UHDOL]
/3'5$0 SURGXFW OLQHYV :H DUH VKLSSLQJ WKHVH SURGXFWYVY LQ YROXPH DQCcC
SURYLGH YDOXH DGGHG LQQRYDWLRQ VSHHG PDUNHW DGRSWLRQ RI RXU QH
DGRSWLRQ RI RXU RITHULQJY DFURVY PDUNHWY :H DOVR ODXQFKHG OD\HI

2XU PDQDJHG 1%$1' DQG 66' SURGXFWY LQFRUSRUDWH 1%$1' D FRQWUROOF}
$Q LQFUHDVLQJ SRUWLRQ RI RXU 66'V LQFRUSRUDWH SURSULHWDU\ FRQWUR
'"HYHORSPHQW RI DGYDQFHG WHFKQRORJLHY HQDEOHV XV WR GLYHUVLI\ RXU
GLITHUHQWLDWHG KLJK YDOXH VROXWLRQV DQG WR WDUJHW KLJK JURZWK P
Gbwb FHQWHU LQWHOOLJHQW HGJH FOLHQW DQG PRELOH HQYLURQPHQWYV

‘HIDFH LQWHQVH FRPSHWLWLRQ LQ WKH VHPLFRQGXFWRU PHPRU\ DQG VWRL
FRQWLQXRXVO\ GHYHORS DQG LPSOHPHQW QHZ SURGXFWYV DQG WHFKQRORJL
VXFFHVV LV ODUJHO\ GHSHQGHQW RQ REWDLQLQJ UHWXUQV RQ RXU UHVHDU
XWLOL]DWLRQ RI RXU PDQXIDFWXULQJ LQIUDVWUXFWXUH GHYHORSPHQW DQ
WHFKQRORJLHY PDUNHW DFFHSWDQFH RI RXU GLYHUVLILHG SRUWIROLR RI V
DQG HIILFLHQW FDSLWDO VSHQGLQJ

/JHKL 8WDK )DE IRL®W

,Q WKH VHFRQG TXDUWHU RI ZH XSGDWHG RXU SRUWIROLR VWUDWHJ\ WF
VWRUDJH LOQQRYDWLRQV IRU,® KAR G Q WHRWHRHRQENMA IGHHRBHIANMMO HG WKDW WKHUH Z
PDUNHW YDOLGDWLRQ WR MXVWLI\ WKH RQJRLQJ LQYHVWPHQWY UHTXLUHG \
FHDVHG GHYHORSPHQW RI ' ;3RLQW WHFKQRORJ\ DQG HQJDJHG LQ GLVFXVV]
IDFLOLW\ ORFDWHG LQ /HKL WKDW ZDV GHGLFDWHG WR ' ;3RLQW SURGXFWLI
HTXLSPHQW DV KHOG IRU VDOH DQG FHDVHG GHSUHFLDWLQJ WKH DVVHWYV 2
LQWR D GHILQLWLYH DJUHHPHQW IWR NBHWK ARRQV LIGKRIICD/NPI RBMWRD &WIR LY DQWLFI
WR FORVH LQ WKH ILUVW TXDUWHU RI 6HOHFW WRROV DQG RWKHU HTXLSE
PDOQXIDFWXULQJ VLWHV RU IRU UHVDOH WR RWKHU EX\HUYV

,Q WKH WKLUG TXDUWHU RI ZH URER DQ@RFIDX ®HEK DY IHRWUXFWXUH DQG [
DQG D WD[ EHQRLIOMURRFDXGHG LQ LQFRPH WD[ SURYLVLRQ EHQHILW WR ZL

Aicron



WKH H[SHFWHG FRQVLGHUDWLRQ QHW RI HVWLPDWHG VHOOLQJ FRVWYV WR I
,Q WKH VHFRQG TXDUWHU RI ZH DOV R UILHWAR®@RBRMVE B BRRGBMVRIOG WR ZU
;BRLQW LQYHQWRUY GXH WR RXU GHFLVLRQ WR FHDVH IXUWKHU GHYHORSPHC
GHYHORSPHQW DQG /HKL IDFLOLW\ RSHUDWLRQV DUH SULPDULO\ LQFOXGHG

,PSDFW RI &29,' RROV2ZOQUH VYV

(YHQWV VXUURXQGLQJ WKH RQJRLQJ &29,"' SDQGHPLF LQLWLDOO\ UHVXOWF
JOREH DQG WKH WLPLQJ DQG HIWHQW RI WKH RQJRLQJ HFRQRPLF UHFRYHU\
H[SHULHQFHG YRODWLOLW\ LQ WKH PDUNHWY WKDW RXU SURGXFWYV DUH VRC
DQG IOXFWXDWLRQV LQ FRQVXPHU DQG EXVLQHVYV VSHQGLQJ ZKLFK KDV DIIl
XOWLPDWH HIWHQW WR ZKLFK &29,' ZLOO LPSDFW RXU EXVLQHVYVY GHSHQGYV
XQFHUWDLQ DQG YHU\ GLIILFXOW WR SUHGLFW LQFOXGLQJ WKH HIITHFWLYHQ
YDULDQWY WKH VHYHULW\ RI &29,' DQG LWV YDULDQWY DQG WKH HIIHFWL
VSUHDG

JURP WKH VWDUW RI WKH &29,' SDQGHPLF ZH SURDFWLYHO\ LPSOHPHQWHC
FRQWLQXRXVO\ DVVHVV DQG XSGDWH IRU FKDQJHY LQ FRQGLWLRQV DQG HPF
LOWHQGHG WR VDIHIXDUG RXU WHDP PHPEHUV FRQWUDFWRUV VXSSOLHUV
HQVXUH EXVLQHVV FROQWLQXLW\ *RYHUQPHQW UHVWULFWLRQV RU VHYHUH R
KL@HOO RXU JOREDO PDQXIDFWXULQJ VLWHY DUH FXUUHQWO\ RSHUDWLQJ Z|
RXU IDFLOLWLHY FRXOG EH UHTXLUHG WR WHPSRUDULO\ FXUWDLO SURGXFWL
JRYHUQPHQW PDQGDWHY RU RXU KHDOWK DQG VDIHW\ SURWRFROV :H PD\ EI
RI RXU HPSOR\HHV FXVWRPHUV SDUWQHUV VXSSOLHUV DQG VWDNHKROGH
PDLQWDLQ D KHDOWK\ DQG VDIH HQYLURQPHQW ,W LV QRW FOHDU ZKDW SR\
PD\ KDYH RQ RXU EXVLQHVV LQFOXGLQJ HIIHFWV RQ RXU FXVWRPHUV HPSO
IROORZLQJ JRYHUQPHQW SROLFLHVY DQG UHFRPPHQGDWLRQV GHVLJQHG WR \
FRPPLWWHG WR WKH KHDOWK DQG VDIHW\ RI RXU WHDP PHPEHUVY FRQWUDF\
FRPPXQLWLHYV

‘H FRQWLQXRXVO\ DVVHVV RXU RIZRUWVSWR GHPKFRQ K WFRHWIOHFOXGHG WKH IR

a4 ,Q ORFDWLRQV H[SHULHQFLQJ FRQWLQXHG FRPPXQLW)\ &29," LQIHFWLF
JHQHUDOO\ UHTXLULQJ WHDP PHPEHUV WR ZRUN IURP KRPH ZKHUH SRV\
LV QRW SRVVLEOH DOO RQ VLWH WHDP PHPEHUV PXVW FRPSOHWH KHD{
VFDQQLQJ HTXLSPHQW WR HQVXUH WKH\ GR QRW KDYH DQ HOHYDWHG E
GLVWDQFLQJ UHTXLUHPHQWY PDVN SURWRFROV DQG WHDP PHPEHU VH
RXU FRQWDFW WUDFLQJ VLJQLILFDQWO\ GHFUHDVHG EXVLQHVV WUDYH
KHDOWK DQG VDIHW\ HQKDQFHPHQWY DW RXU IDFLOLWLHV DQG SURYLC
WHDP PHPEHUYV

4 )ROORZLQJ WRRIE DQG 'UXJ $GPLQLVWUDWLRQxV UHFHQW DSSURYDO RI V
YDFFLQ@HPDQGDWKIW DOO 8 6 HPSOR\HHV DQG LQ DGGLWLRQ FRQWUDF
FHUWDLQ RWKHU ORFDWLRQV EH IXOO\ YDFFLQDWHG DJDLQVW &29,"
E\IRYHPEHU

a :H FRQWLQXH WR ZRUN FORVHO\ ZLWK RXU FXVWRPHU EDVH WR EHVW P|
FRQGLWLRQV

a4 :H HYDOXDWH RXUDQXG FRPPKDLEDWH ZLWK RXU VXSSOLHUV WR LGHQWL
VWHSV WR SURYLGH FRQWLQXLW\ WR WKH H[WHQW SRVVLEOH WKRXJK
IRU FHUWDLQ ,& FRPSRQHQWYV PD\ VRPHZKDW OLPLW RXU ELW VKLSPHQ\
DGGHG DOWHUQDWLYH VXSSOLHUV DQG LQFUHDVHG RXU RQ KDQG LQYH

a4 :H KDYH DGGHG DVVHPEO\ DQG WHVW FDSDFLW\ WR SURYLGH UHGXQGD
QHWZRUN RI FDSWLYH RSHUDWLRQV DQG H[WHUQDO SDUWQHUV

a :H KDYH HYDOXDWHG DOO RXU FRQVWUXFWLRQ SURMHFWYV DFURVV RXU
SURWRFROV WR HQKDQFH WKH VDIHW\ Rl RXU WHDP PHPEHUV VXSSOLH

a :H KDYH GHYHORSHG VWUDWHJILHY DQG LPSOHPHQWHG PHDVXUHV WR U]
VFHQDULRV VXFK DV OLPLWDWLRQV RQ QHZ KLULQJ DQG EXVLQHVV WU

a :H DUH ZRUNLQJ ZLWK JRYHUQPHQW DXWKRULWLHV LQ WKH MXULVGLFW
RXU RSHUDWLRQV LQ DQ HIIRUW WR HQVXUH ZH IROORZ JRYHUQPHQW U



VWDQGDUGY DQG EHVW SUDFWLFHV WR KHOS VDIHJXDUG RXU WHDP PH
RXU VLWHVY DFURVV WKH JOREH

‘H EHOLHYH WKHVH DFWLRQVY DUH DSSURSULDWH DQG SUXGHQW WR VDIHJXD
FXVWRPHUV DQG FRPPXQLWLHY ZKLOH DOORZLQJ XV WR VDIHO\ FRQWLQXH
RXU WHDP PHPEHUYV JRYHUQPHQW HQWLWLHY VXSSOLHUV RU FXVWRPHUV V
XOWLPDWHO\ LPSDFW RXU EXVLQHVV RXWORRN RU UHVXOWY RI RSHUDWLRC

6DOHV ODUNHWY DQG 3URGXFWYV

SBURGXFW 7THFKQRORJLHYV

2XU SURGXFW SRUWIROLR RI PHPRU\ DQG VWRUDJH VROXWLRQV DGYDQFHG
KLIJK SHUIRUPDQFH VHPLFRQGXFWRU PHPRU\ DQG VWRUDJH WHEKRWEBRUIULHYV
WHFKQRORMMYO RXU SURGXFWY LQWR YDULRXV PDUNHWY WKURXJK RXU EX\
ZDIHUV FRPSRQHQWV PRGXOHV 66'V PDQDJHG 1%$1' DQG 0&3 SURGXFWV 2]
66'V DQG PDQDJHG 1%$1' FRPELQH 1%$1' D FRQWUROOHU ILUPZDUH DQG LQ V

'5$0 '5$0 SURGXFWV DUH G\QDPLF UDQGRP DFFHVV PHPRU\ VHPLFRQGXFWRU
KLJK VSHHG GDWD UHWULHYDO ZLWK D YDULHW\ Rl SHUIRUPDQFH FKDUDFWH
WXUQHG RIl UYRODWLOHU DQG DUH PRVW FRPPRQO\ XVHG LQ FOLHQW FOR
LQGXVWULDO DQG DXWEBRWURKE RPWNHIMVLFK DUH HQJLQHHUHG WR PHHW V\
DQG SRZHU FRQVXPSWLRQ DU QB GGKEW P RPDWN &R QF®P@EY WHRDW NHWV |
&KURPHERRNV DQG QRWHERRN BEVLQWR WKH DXWRPRWLYH LQGXVWULDO DC

1$1' 1%$1' SURGXFWYV DUH QRQ YRODWLOH UH ZULWHDEOH VHPLFRQGXFWRU
ORZ FRVW VWRUDJH ZLWK D YDULHW\ RI SHUIRUPDQFH FKDUDFWHULVWLFV 1
FOLHQW DQG FRQVXPHU PDUNHWY DQG LQ UHPRYDEOH VWRUDJH PDUNHWYV
RWKHU PRELOH GHYLFHVY DQG LQ FRQVXPHU DXWRPRWLYH DQG HPEHGGHG
DSSOLFDWLRQV OLNH DXWRPRWLYH VXUYHLOODQFH PDF)XHWHARVUR IPOPFKLQH

125 125 SURGXFWYVY DUH QRQ YRODWLOH UH ZULWDEOH VHPLFRQGXFWRU PHP
125 LV PRVW FRPPRQO\ XVHG IRU UHOLDEOH FRGH VWRUDJH H J ERRW DSE
SODFH FRGH LQ DQ HPEHGGHG V\VWHP DQG IRU I[UHTXHQWO\ FKDQJLQJ VPDC(
LOQGXVWULDO DQG FRQVXPHU DSSOLFDWLRQV

" ;3RLQW ;3RLQW LV D FODVV RI QRQ YRODWLOH WHFKQRORJ\ EHWZHHQ '5%0
KLHUDUFK\ ZH FHDVHG GHYHORSPHQW RI ' ;3RLQW WHFKQRORJ\

SURGXFWV E\ %XVLQEBVNKHWW DQG
&RPSXWH DQG 1HWZRUNLQJ %XVLQHVYV 8QLW U&1%8U

&1%8 LQFOXGHV PHPRU\ SURGXFWV DQG VROXWLRQV VROG LQWR FOLHQW F(
PDUNHWV &1%8 UHSRUWHGEUB®BRAH RIELOOQRQ DQGELOOQRQ &1%8
VDOHV LQ FRQVLVWHG SULPDULO\ RI '530 SURGXFWV SURGXFHGZRQ [ \
ZHUH WKH ILUVVE WRFG KOW VY EEGX PR SWIRFWWVKQRORJ\ ZKLWMR R LIMSJWRKY HPH QW \
GHQVLW\ SRZHU DQ@XWHUIRIBODIQFHDPSLQJ LQ YDULRRXW HUPBGFMWHEDBUHRV YV
DFFRXQW HPG DRW @J | X OR$ RXWLRIQY HQXH E\ WKH IRXUWK TXDUWHU RI

&OLHYW68 VDOHVY WR WKH FOLHQW BDURNBMWL®ROIRQ G FREVEVIWSHBRGXFWYV 2XU
SURGXFWY VROG WR WKH FOLHQW PDUNHW VXSSRUW ERWK FRPPHUFLDO DQC
UDSLG GHSOR\PHQW RI 3&V WR VXSSRUW WKH ZRUN IURP KRPH DQG H OHDUQ
&29,' SDQGHPLF
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&ORXG 6H&IYHIIVDOHY WR WKH FORXG PBUNPBWULQ\5R | BER@\BLUWRGKEWY 7KH FO
VHUYHU PDUNHW FRQWLQXHG WR H[SHULHQFH KHDOWK\ GHPDQG LQ GXH !
HQYLURQPHQWY YLGHR VWUHDPLQJ DQG VLJQLILFDQW LQFUHDVHV LQ H FRF
PDUNHW KDV DOVR EHHQ GULYHQ LQ SDUW E\ LQWHOOLJHQW HGJH GHYLFH\
UHDOLW\ WKDW VWRUH DQG DFFHVV GDWD LQ WKH FORXG &ORXG VHUYHUV \
ZRUNORDGV UHTXLUH VLJQLILFDQWO\ LQFUHDVLQJ TXDQWLWLHV RI '5$0 DQG
LQWHOOLJHQW HGJH GHYLFHV LQFUHDVH PRUH GDWD LV VWRUHG SURFHVVI
F\FOH EHWZHHQ WKH FORXG DQG HGJH GHYLFHV

(QWHUS&1%B8 VDOHV WR WKH HQWHUSULVH PDUNHW5LQ5%0 FBREX¥R/ MG SULPL
ZH FRQWLQXHG WR PDNH SURJUHVYVY RQ RXU WUDQVLWLRQ WR '"'5§ ZKLFK GRX
FRQVXPSIWQ®&®RYP DUH RQ WUDFN WR VXSSRUW FXVWRPHUV DV WKH\ EHJLQ WR L
VHFRQG KDOI RI FDOH® A& HQ VHIDWS U L \GHU PDHUQN EW KMWEULG FORXG JURZWK DV SD
GLIJLWDO WUDQVIRUPDWLRQ

*UDSKL&FIMV8 VDOHV WR WKH JUDSKLFV PDUNHW LQ FRQVLVWHG SULPDULO

ZH VWDUWHG VKLSSLQJ *'5 '5%80 SURGXFWV IRU QH[W JHQHUDWLRQ JDPL
*'5 7 JUDSKLFV PHPRU\ ZKXRIS GHHFKHGHQWRG ¥PPKAUGW KK SHUIRUPDQFH JUD
FRPSXWLQJ 7KH JUDSKLFV PDUNHW LV GULYHQ E\ WKH QHHG IRU KLJK SHUIR
PHPRU\ VROXWLRQV 2XU *''5 DQG *''5 ; '5$0 JUDSKLFV SURGXFWYV DUH LQFRI
JUDSKLFV FDUGY DQG JUDSKLFV SURFHVVLQJ XQLW EDVHG GDWD FHQWHU V
DSSOLFDWLRQV VXFK DV DUWLILFLDO LQWHOOLJHQFH YLUWXDO DQG DXJPHC
GHVLIRQY''S ; SURGXFWYV IHDWXUH LQQRYDWLYH VLIQDO WUDQVPLVVLRQ WHFF
*'5 IRU FRPSXWH DQG JUDSKLFVY ZRUNORDGYV

IHWZRUNIDI®B VDOHV WR WKH QHWZRUNLQJ PDUNHW LQ FRQVLVWHG SULP/
,Q GHPDQG zZDV GULYHQ LQ SDUW E\ LQFUHDVHG * EXLOG RXW LQ FHUW
JURZWK RI WKH DGYDQFHG * QHWZRUNLQJ LQIUDVWUXFWXUH

' JBRLOQ&M %8 VDOHV RI " ;3RLQW PHPRU\ FRQVLVWHG SULPDULO\ RI ZDIHUV V
ORELOH %XVLQHVV 8QLW U00%8U

0%8 LQFOXGHV PHPRU\ SURGXFWVY VROG LQWR VPDUWSKRQH DQG RWKHU PRE
1$1' '5$0 DQG PDQDJHG 1$1' 0%8 PDQDJHG 1$1' LQFOXGHY HPBHG®KEEG P XOW
DQG XQLYHUVDO IODVK VWRUDJH U8)60 VROXWLRQV HDFK Rl ZKLFK FRPELC
FRQWUROOHU DQG ILUPZDUH DQG HO0&3 X0&3 SURGXFWV ZKLFK FRPELQH DQ
UHSRUWHG UHYHEDOD&RQ ELOOQRQ DQGELOOQRQ,Q WKH ILUVW TXDUWHL
ZH ZHUH WKH ILUVW WR PDUNHW ZLWK X0&3 WKH LQGXVWU\x¥YKILRK/ W 8)6
FRPELQHV KLJK SHUIRUPDQFH KLJK GHQVLW\ DQG ORZ SRZHU PHPRU\ DQG \
VPDUWSKRQHV WR KDQGOH GDWD LQWHQVLYH * ZRUNORDGV ZLWK QG WKPDWL
VHFRQG TXDUWHUBHIDQ VKLORIGH EDVHG /3''5 [ ZK&FK SURYLGHV SRZHU HIIL
LPSURYHPHQWY LGHDO IRU SUHVHUYLQJ EDWWHU\ OLIH LQ PRELOH SKRQHYV :
SKRWRJUQSK\ ZH DOVR EHJDQ YROXRKH VK LSPHQWI R18)6 PREZIOIHFK RO X W L
IHDWXUHV LPSURYHG SHUIRUPDQFH IDVWHU GRZQORDGYV DQG VPRRWKHU D¢
H[SHULHQFHV

6PDUWSKRQHVDOHY WR WKH VPDUWSKRQHSRLBRNUHABOMRI /3"'HBRQNVQGWH® DJIHG
1$1' VROXWQRQV ZH DFKLHYHG UHFRUG 0&3 UHYHQXH DV ZH EHQHILWHG IURF
VPDUWSKRIQHKVHQG VPDUWSKRQHY LQFRUSRUDWH KLJKHU OHYHOV RI 1%$1' DQ
ODUJHU . GLVSOD\V PXOWLSOH KLJK UHVROXWLRQ FDPHUDV DQG . KLJK G\
VPDUWSKRQH SURGXFWYVY DUH XWLOL]JHG E\ 2(0V WR HQDEOH DUWLILFLDO LQV
UHDOLW\ FDSDELOLWLHV LQWR KLJK HQG SKRQHV LQFOXGLQJ IDFLDO DQG Y
VHDUFK DQG VFHQH GHWHFWLRQ

2WKHWe8 VDOHV LQ DOVR LQFOXGHG SURGXFWYV VROG LQWR WKH IHDWXU|
DQG WDEOHW PDUNHWY 6DOHY¥" 'SUDPIRBNVO \DEFROQNOE BN G RI



6WRUDJH %XVLQHVV 8QLW U6%8U

6%8 LQFBEGHMWG FRPSRQHQW OHYHO VROXWLRQV VROG LQWR HQWHUSULVH
PDUNHWV DQG GLVFUHWH 1$1' VROG LQ FRPSRQHQW DQG ZDIHU IRUPV IRU X\
UHYHQXH RELOOQRQ ELOOQRQ DQGELOOQRQ ,Q ZH EHJDQ YROXPH
VKLSPHQWY RI WKH ZRUOGxV ILUVW OD\HU ' 1$1' IODVK PHPRU\ %DVHG R
DUFKLWHFWXUH RXU OD\HU 1$1' LV WKH LQGXVWU\xV PRY@W DGYDHQFHG QF
GURYH DQ LQFUHDVHG PL[ RI RXU7TKH QARBZ' PRWVEMK SROREIN\W RI RXUHIGDE @HVWHF
XV WR RIIHU 66' SURG XFW\KDW ®US.Y HWVHDFREHDWMUDWHG UHSODFHPHQW RI KDU
PDUNHW VHXP & @W DGRSWLRQ FRQWLWKHW VRREMIZ\FDOLGE QW 66' ELWV VKLSSH
TXDUWHU RI LQFOXGHG 1$1' ZLWK RXU 4/& WHFKQRORJ\

66'V 66' VWRUDJH SURGXFWV LQFRUSRUDWH 1%$1' D FRQWUROOHU DQG ILUP.
IHDWXUHV RYHU KDUG GLVN GULYHV LQFOXGLQJ VPDOOHU IRUP IDFWRUV ID
ORZHU SRZHU FRQVXPSWLRQ :H RIIHU 66' VROXWLRQV XWLOLJLQJ RXU 1$1"' W
DQG FRQVXPHU PDUNHWYV

(QWHUSULVH DQG @BORXG ®EAWWR WKH HQWHUSULVH DQG FORXG 66" PDUNHW\
DQG VHULHVQ66'V ZH HQKROQRH®/ IRI®OOR BR6'VQG LQ WKH ILUVW
R ZH DQQRXQFHG WKH ®&,BHHID EHOQWWU RUIRXHU 66'V ZLWK OLFURKQHGHVLJQI
HQWHUSULVH DQG FORXG VWRUDJH PDUNHWY DUH GULYHQ E\ WKH JURZWK R
LQ WKH BOGRRGFDWLRQV VXFK DV DUWLILFLDO LQWHOOLJHQFH VHUYHUV UHT)
SUHGLFWDEOH SHUIRUPDQFH DQG KLJK VWRUDJH FDSDFLWLHYV

&OLHQW 6%'8& VDOHV WR WKH FOLHQW 66' PDUNHW LQ DQG6RQWH VMWHM FOUIHRDW
66'V 2XU FOLHQW 66'V WDUJHWHG IRU OHDGLQJ SHUVRQDO FRPSXWHU 2(0V
LQ QRWHERRNV GHVNWRSY ZRUNVWDWLRQV DQG RWKHU FRQVXPHU DSSOLF
HIILFLHQF\ VHFXULWQ DQZHBHPQGREKDRWHMG YROXPH SURGXFWLRQ RI RXU ILUVW
OLFURQ DQEXLOW ZLWIOWRNXULIHPDG DYDLODEOH LQ D YDULHW\ RI IRUP IDF\

&RQVXPHU &8 VDOHV WR WKH FRQVXPHU 66' PDUNHW LQ FRQVLVWHG SU
0; DQG %; 6$7$66'VDQG RXU3 3 3 DQG 3 30XV 3&,H 66'V ZKLFK XWL
WHFKQRORJLHV :H KDG UHFRUG FRQVXPHU 66' UHYHQXH LQ DVVLVWHG E
FRQWLQXHG WR WUDQVLWLRQ RXU SURGXFW OLQM RI FRQEKBHQ ¥& VSISLRP 64
OD\HU 1EDVHG FRQVXPHUGEBYQRXQFHG WKH &Y BEDDE 130 BWXRI3RXW 66'V DV D
H[SDQVLRQ RI RXU 190H 66' SRUWIROLR WR RIIHU KLJK SHUIRUPDQFH LQWHU:
DOWRSDQGHG RXU FRQVXPHU SRUWDEOH 66' SRUWIROLR E\ LQWURGXFLQJ WK
&UXFLDO ; H[WHWRBROHB'FRQVXPHUV PRUH RSWLRQV IRU HIWHUQDO VWRUDJ
DQ\ SULFH SRLQW 2XU FRQVXPHU 66' VROXWLRQV DUH UHSODFLQJ LQVWDOO
EXLOGHUV LQWHJUDWRUV VHHN WKH KLJKHU SHUIRUPDQFH SRZHU VDYLQJV

&RPSROHIWEV:DIHKYN8 VDOHY RI FRPSRQHQWYV LQ FROQOLBWBG SOODRBULO\ R
DQG 4/& 1$1' SURGXFWYV

(PEHGGHG %XVLQHVV 8QLW U(%8U

(%8 LQFOXGHY PHPRU\ DQG VWRUDJH SURGXFWYV VROG LQWR LQGXVWULDO L
GLVFUHWH DQG PRGXOH '5$0 GLVFUHWH 1%$1' PDQDJHG 1%$1' 66'V DQG 125
ELOQRRQ ELOOQRQ DQGELOOQRQ 7KH HPEHGGHG PDUNHW KDV WUDGLV
FKDUDFWHUL]JHG E\ ORQJ OLIH F\FOH '5%30 DQG QRQ YRODWLOH SURGXFWYV PD
'LWK VWURQJ WUHQGV RI GLJLWL]DWLRQ FRQQHFWLYLW\ DQG LQWHOOLJHQ
OHDGLQJ HGJH SURGXFWYV IURP QHZHU SURFHVV WHFKQRORJLHYV HPHUJLQJ L
SURGXFWY HQDEOH HGJH GHYLFHV WR VWRUH FRQQHFW DQG WUDQVIRUP L
DQG DUH XWLOL]J]HG LQ D GLYHUVH VHW RI DSSOLFDWLRQV LQ WKH DXWRPRW
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LQGXVW®HIBDYWDOHY WR WKH LQGXVWULDO PDUNWKBWIO@G '"'5FRE@GULYWHBG SULPDU
‘560 6/& 41' 1%$1' 0&3V DQG2XRB SURGXFWY HQDEOH DSSOLFDWLRQV LQ WKH
LQFOXGLQJ PDFKLQH WR PDFKLQH FRPPXQLFDWLRQ IDFWRU\ DXWRPDWLRQ

LOQIUDVWUXFWXUH

$XWRPRWIBYWMDOHYV WR WKH DXWRP RFRQWH \WDHG W LRDULO\ RI /3"'5 '5$0 H 00
1$1' ''5 '5%0 DQG /3'"'5 '58$0Q ZH EHJDQ VDPSOLQJ WKH LQGXVWU\xV ILUVW
/3'"'5 WKDW LV KDUGZDUH HYDOXDWHG WR PHHW WKH PRVW VWULQDOYWR $XW
EHJDQ VDPSOLQJ WKH LQGXVWU\xV ILUVW 8)6 % B O QYERBDHIGW \D XQ B XRM QR
GULYLQJ DGYDQFHG GULYHU DVVLVWDQFH VI\VWHPV DQG LQ YHKLFOH LQIRW
UHTXLUHPHQWY IRU KLJK SHUIRUPLQJ PHPRU\ DQG VWRUDJH SURGXFWV ZLW
SURGXFWV $XWRPRWLYH PHPRU\ DQG VWRUDJH SURGXFWV HQDEOH FRQQHF!
LQFUHDVLQJO\ ODUJHU DQG KLJKHU GHILQLWLRQ GLVSOD\V DQG VXSSRUW LF
SURGXFWV HQDEOH LQFUHDVLQJO\ DGYDQFHG YLVLRQ DQG VHQVRU EDVHG D
VROXWLRQV DQG YHKLFOH VDIHW\ 2XU FRPSUHKHQVLYH DQG H[SDQGLQJ SRL
WKH DXWRPRWLYH PDUNHW DV ZHOO DV RXU H[WHQVLYH FXVWRPHU VXSSRU
OHDGHUVKLS SRVLWLRQ LQ WKLV PDUNHW

&RQVXPHN8 VDOHV WR WKH FRQVXPHU PDUNHWRLX@3B''5 FREDPVLWVBWHESGULPDULO
DQG 6/& 1$1KHVH HPEHGGHG PHPRU\ DQG VWRUDJH VROXWLRQV DUH XVHG LC
LQFOXGLQJ VHUYLFH SURYLGHU DQG ,3 VHW WRS ER[HV GLJLWDO KRPH DVVI
QHWZRUNLQJ XOWUD KLJK GHILQLWLRQ WHOHYLVLRQV DQG PDQ\ PRUH DSS
VROXWLRQV HQDEOH HGJH GHYLFHV LQ WKH FRQVXPHU SURGXFWY PDUNHW \
,R7

ODUNHWLQJ DQG &XVWRPHUYV

: HVHHN WR EXLOG FROODERUDWLYH UHOXEMGIHRIQYWKDRLG@E WKWK IR XIQ IFIOVVMIVR & SIRIWY
FKDOOHQJHV %\ HQJDJLQJ ZLWK RXU FXVWRPHUYVY HDUO\ LQ WKH SURGXFW O
SHUIRUPDQFH FKDUDFWHULVWLFV LQWR RXU SURGXFWY ZH DUH DEOH WR PI
FXVWRPHUVx FKDQJLQJ QHHGYV &ROODERUDWLQJ ZLWK RXU FXVWRPHUV RQ \
PHHWLQJ WKHLU WLPHOLQHYV IRU TXDOLI\LQJ QHZ SURGXFWY DOORZV XV WR
ZKLFK SURYLGHY JUHDWHU YDOXH WR RXU FXVWRPHUYV

2XU VHPLFRQGXFWRU PHPRU\ DQG VWRUDJH SURGXFWY DUH RIITHUHG XQGHU
WKURXJK SULYDWH ODEHOV :H PDUNHW RXU VHPLFRQGXFWRU PHPRU\ DQG V
VDOHV IRUFH DQG PDLQWDLQ VDOHVY RU UHSUHVHQWDWLYH RIILFHV WR VXSS
DOVR RITHUHG WKURXJK LQGHSHQGHQW VDOHYVY UHSUHVHQWDWLYHV GLVWUL
UHSUHVHQWDWLYHY REWDLQ RUGHUV VXEMHFW WR ILQDO DFFHSWDQFH E\ X
GLUHFWO\ WR FXVWRPHUV RU WKURXJK RXU GLVWULEXWRUV 2XU GLVWULEX
YDULHW\ RI RWKHU VHPLFRQGXFWRU SURGXFMW VHD®FRXG LLQIXF R P 6 HBNID/DREUHGX
WKURXJK D ZHE EDVHG FXVWRPHU GLUHFW VDOHYV FKDQQHO DV ZHOO DV WKL
PDLQWDLQ LQYHQWRU\ DW ORFDWLRQV LQ FORVH SUR[LPLW\ WR FHUWDLQ NI

'XH WRODWLOH LQGXVWU\ FRQGLWLRQV RXU FXVWRPHUV DUH JHQHUDOO\ U
SXUFKDVH FRWMW\BEWNOO\ DFFHSW RUGHUV ZLWK DFNQRZOHGJPHQW WKDW &
DGMXVWHG WR UHIOHFW PDUNHW FRQGLWLRQV DW WKH WLPH RI VKLSPHQW

,Q HDFK RI WKH ODVW WKUHH \HDUV DSSUR[LPDWHO\ RQH KDOI RI RXU WRWI
RWKHU LQIRUPDWLRQ UHJDUGLQJ RXU FRQFHQWUDWLRQV DQG FXVWRPHUV
6XSSOHPHQWDU\ 'DWD O 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQW

&RPSHWLWLYH &RQGLWLRQV

‘HIDFH LQWHQVH FRPSHWLWLRQ LQ WKH VHPLFRQGXFWRU PHPRU\ DQG VWRL
LQFOXGLQJ ,QWHO .LR[LD +ROGLQJV &RUSRUDWLRQ IRUPHUO\ 7TRVKLED OHP
6. K\QL[ ,QF DQG :HVWHUQ 'LJLWDO &RUSRUDWLRQ 6RPH RI RXU FRPSHWLW
WKDW PD\ KDYH JUHDWHU UHVRXUFHV WR LQYHVW LQ WHFKQRORJ\ FDSLWDC



GRZQWXUQV LQ WKH VHPLFRQGXFWRU PDUNHWY LQ ZKLFK ZH FRPSHWH &RQ’
D FRPSHWLWLYH GLVDGXYWD GRDIHWHRIHBIDW B\ VHHN WR LPSURYH \LHOGV UHG)
GHVLIJQV RU LQFUHDVH SURGXFWLRQ FDSDFLW\ ZKLFK PD\ UHVXOW LQ VLJQ
GRZQZDUG SUHVVXUH RQ SULFHV ,QFUHDVHV LQ ZRUOGZLGH VXSSO\ RI VHPI
IURP IDEULFDWLRQ FDSDFLW\ H[SDQVLRQV HLWKHU E\ ZD\ Rl QHZ IDFLOLWLF
RWKHU VHPLFRQGXFWRU SURGXFWLRQ WR VHPLFRQGXFWRU PHPRU\ DQG VWF
FDSLWDO H[SHQGLWXUHYV UHVXOWLQJ LQ IXWXUH LQFUHDVHYV LQ ZRUOGZLGH
WR UDPS RU DUH FRQVWUXFWLQJ RU UDPSLQJ SURGXFWLRQ DW QHZ IDEULF
DW GHYHORSLQJ RU LPSOHPHQWLQJ QHZ SURGXFW RU SURFHVV WHFKQRORJ\
DGYDQWDJHV &HUWDLQ RI RXU PHPRU\ DQG VWRUDJH SURGXFWY DUH PDQXI
DV VXFK KDYH VLPLODU SHUIRUPDQFH FKDUDFWHULVWLFV WR WKRVH RI RXL
FRPSHWLWLYH IDFWRUV DUH JHQHUDOO\ SULFH DQG SHUIRUPDQFH FKDUDFW
FRQVXPSWLRQ UHOLDELOLW\ FRPSDWLELOLW\ VL]H DQG IRUP IDFWRU 6RP
REWDLQ PDUNHW VKDUH RU WDNH EXVLQHVV RI RXU NH\ FXVWRPHUYV

BRPHIRYHUQPHQWY PD\ SURYLGH RU KDYH SURYLGHG DQG PD\ FRQWLQXH W
RWKHUZLVH WR VRPH RI RXU FRPSHWLWRUV RU WR QHZ HQWUDQWY DQG PD\
FRPSHWLWRUV ,Q SDUWLFXODU ZH IDFH WKH WKUHDW RI LQFUHDVLQJ FRPS
VHPLFRQGXFWRU L&GDQHARIK HEY QWPKHQW DQG YDULRXV VWDWH RZQHG RU DIILO!
DGYDQFH &KLQDxV VWDWHG QD W LRGA®IONERQL A KRE BIKEQHWHVVRYHUQPHQW PD
SDUWLFLSDWLQJ LQ WKH &KLQD PDUNHW RU PD\ SUHYHQW XV IURP FRPSHWL
RXU FRPSHWLWRUV PD\ EHQHILW IURP SROLFLHV DQG UHJXODWLRQV WKDW 1|
FHUWDLQ UHJXODWLRQV RU UHVWULFWLRQV WR ZKLFK ZH DUH VXEMHFW ZKl|
RSSRUWXQLWLHV IURP ZKLFK ZH PD\ EH UHVWULFWHG ,Q DGGLWLRQ RXU FX
FRPSHWLWRUV EDVHG RQ JRYHUQPHQW SROLF\ QDWLRQDO SUHIHUHQFH RU

ODQXIDFWXULQJ

‘H PDQXIDFWXUH RXU SURGXFWYV ZLWKLQ LR2OW R EQQITDFIROUW MY LHDVS DR F VW H G Q D\
ODOD\VLD DQDBQEKDQMR XWLOL]JH VXEFRQWUDFWRUV WR SHUIRUP FHUWDLQ P
PDQXIDFWXUHG RQ PP ZDIHUV LQRBRAUDWWH.L HVKWXKDW SHQ KBWD OWVHYHQ GD\V
6HPLFRQGXFWRU PDQXIDFWXULQJ LV HIWUHPHO\ FDSLWDO LQWHQVLYH UHT>
DQG HTXLSPHQW 2XU '5%0 1%$1' DQG 125 SURGXFWV VKDUH D QXPEHU RI FRF
HQDEOLQJ XV WR OHYHUDJH RXU SURGXFW DQG SURFHVV WHFKQRORJ\ DQG F
DFURVV WKHVH SURGXFW OLQHV

2XU SURFHVYV IRU PDQXIDFWXULQJ VHPLFRQGXFWRU SURGXFWYV LV FRPSOH] I
ZDIHU IDEULFDWLRQ DVVHPEO\ DQG WHVW (IILFLHQW SURGXFWLRQ RI VHPL
VHPLFRQGXFWRU PDQXIDFWXULQJ WHFKQLTXHY DQG HIIHFWLYHO\ GHSOR\LQ.
SULPDU\ GHWHUPLQDQWYV RI BDRKHDFAWAUQRIZERBWW DURRQ YRODWLOH OD\HU
SURFHVV FRPSOHI[LW\ LQFOXGLQJ WKH QXPEHU RD@®® \PND @QON\HRW XWQ Q J DEERNQE
IDFWRUV LQFOXGH WKH FRVW DQG VRSKLVWLFDWLRQ RI PDQXIDFWXULQJ HT X
ODERU SURGXFWLYLW\ SDFNDJH W\SH FOHDQOLQHVV RI RXU PDQXIDFWXULC
SHUIRUP FHUWDLQ PDQXIDFWXULQJ SURFHVVHV $V ZH FRQWLQXH WR LQFUH|
VROXWLRQV PDQXIDFWXULQJ FRVWY DUH LQFUHDVLQJO\ DIIHFWHG6E& WKH F
FRQWUROOHUYV DQG RWRIBVY D/GFPH 6 RDQBEX FRRYIOH[ SDFNDJLQJ FRQILIXUDWLRQ
KLJKHU SHUIRUPDQFH VSHHGY DQG TXDOLW\ OHYHOV ‘H FRQWLQXRXVO\ HQK
SHU ZDIHU WUDQVLWLRQ WR KLIJKHU GHQVLW\ SURGXFWV DQG XWLOL]H DGY

:DIHU IDEULFDWLRQ RFFXUV LQ D KLJKO\ FRQWUROOHG FOHDQ HQYLURQPHQ\
VWULQJIJHQW PDQXIDFWXULQJ FRQWUROV LQGLYLGXDO FLUFXLWYV PD\ EH QRC
HTXLSPHQW HUURUV PLQXWH LPSXULWLHYVY LQ PDWHULDOV GHIHFWV LQ SKR
FROWDPLQDWLRQ IURF DIPRRERIURW KS-DGXNBIFMOANU Rl RXU PDQXIDFWXULQJ RSHUD
ODUJHO\ RQ PLQLPL]JLQJ GHIHFWY DQG LPSURYLQJ SURFHVYV PDUJLQ WR PDJL
ZH HPSOR\ ULJRURXV TXDOLW\ FRQWUROV WKURXJKRXW WKH PDQXIDFWXULQ

Aicron



WR KHLIKWHQ TXDOLW\ FRQWURO DV RXU SURGXFW RIIHULQJV H[SDQG LQWR
SHUIRUPDQFH WDUJHWYV

2XU SURGXFWYV DUH PDQXIDFWXUHG DQG VROG LQ ERWK SDFNDJHG IRUP DQG
SURGXFWYVY LQFOXGH SDFNDJHG GLH PHPRU\ PRGXOHV DQG VA\VWHP OHYHO \
0&3V ‘H DVVHPEOH PDQ\ SURGXFWV LQ KRXVH DQG LQ VRPH FDVHV RXWVRX
SDFNDJHG GLH PHPRU\ PRGXOHV 66'V DQG 0&3V ‘H WHVW RXU SURGXFWYV I
SURFHVV FRQGXFW QXPHURXV TXDOLW\ FRQWURO LQVSHFWLRQV WKURXJKR:
WHPSHUDWXUH EXUQ LQ RQ ILQLVKHG SURGXFWYV ,Q DGGLWLRQ ZH XVH RXU
EXUQ LQ VI\IVWHPV WR SHUIRUP VLPXOWDQHRXY FLUFXLW WHVWYV RI VHPLFRQ
UHGXFLQJ WHVWLQJ WLPH DQG FRVW

,Q UHFHQW \HDUV ZH KDYH SURGXFHG DQ LQFUHDVLQJO\ EURBKGFXRUWIROLR
HQKDQFHV RXU DELOLW\ WR DOORFDWH UHVRXUFHV WR RXU PRVW SURILWDE
PDQXIDFWXULQJ DQG VXSSO\ FKDLQ RSHUDWLRQV $OWKRXJK RXU SURGXFW
SURFHVVHV RXU FRVWV FDQ EH DIIHFWHG E\ I[UHTXHQW FRQYHUVLRQV WR Q!
FDSDFLW\ WR PRUH FRPSOH[ VPDOOHU YROXPH SURGXFWYVY DQG WKH UHDOO
SURGXFW OLQHV

SHVRXUFHYV

6XSSO\ &KODWHULDOV DQG 7KLUG 3DUW\ 6HUYLFH 3URYLGHUV

2XU VXSSO\ FKDLQ DQG RSHUDWLRQV DUH GHSHQGHQW RQ WKH DYDLODELOL
XVH RI WKLUG SDUWLHV WR SURYLGH XV ZLWK FRPSRQHQWY DQG VHUYLFHYV
RXU PDWHULDOV DQG VHUYLFHV +RZHYHU RQO\ D OLPLWHG QXPEHU RI VXS
DQG VHUYLFHVY WKDW PHHW RXU VWDQGDUGY DQG LQ VRPH FDVHV PDWHULLI
VLQJOH RU VROH VRXUFH 9DULRXV IDFWRUV FRXOG LPSDFW WKH DYDLODELC
VLOLFRQ ZDIHUV JDVHV SKRWRUHVLVW FRQWUROOHUV VXEVWUDWHY OHD
JODVVY EODQNV 6KRUWDJHV RU LQFUHDVHYVY LQ OHDG WLPHYV KDYH RFFXUUHG
VRPH PDWHULDOV DQG FRPSRQHQWY DQG PD\ RFFXU IURP WLPH WR WLPH LC

2XU PDOQXIDFWXULQJ SURFHVVHY DUH DOVR GHSHQGHQW RQ RXU UHODWLRQ\
DQDORJ LQWHJUDWHG FLUFXLWY DQG RWKHU FRPSRQHQWY XVHG LQ VRPH R
IRXQGULHVY DVVHPEO\ DQG WHVW SURYLGHUV FRQWUDFW PDQXIDFWXUHUV

$OWKRXJIK ZH KDYH FHUWDLQ ORQJ WHUP FRQWUDFWYV ZLWK VRPH RI RXU VX
ORQJ WHUP FDSDFLW\ FRPPLWPHQWY 7R WKH H[WHQW ZH GR QRW KDYH ILUP
D VSHFLILF WLPH SHULRG RU IRU DQ\ VSHFLILF FDSDFLW\ DQG RU TXDQWLW\
FXVWRPHUV DQG FDSDFLW\ DQG RU PDWHULDOV PD\ QRW EH DYDLODEOH ZKH
SUHVVXUHY DQG VKRUWDJHYV PD\ LQFUHDVH FRVWY IRU PDWHULDOV VXSSOL
ODUJH VZLQJV LQ GHPDQG PD\ HIFHHG RXU FRQWUDFWHG VXSSO\ DQG RU RX
FKDQJHV LQ WKH UHTXLUHG WLPHIUDPH UHVXOWLQJ LQ D VKRUWDJH RI SDUYV
SURGXFWYV

7TUDGH GLVSXWHV RU RWKHU SROLWLFDO FRQGLWLRQV HFRQRPLF FRQGLWLF
OLPLW RXU DELOLW\ WR REWDLQ PDWHULDOV QHFHVVDU\ WR SURGXFH OLFUF
D OLPLWHG QXPEHU RI FRXQWULHYVY LQFOXGLQJ UDUH HDUWK HOHPHQWYV PL
$OWKRXIJIK WKHVH UDUH HDUWK DQG RWKHU PDWHULDOV DUH JHQHUDOO\ DYI
SUHGRPLQEQDQW SURGXFHU RI FHUWDLQ RI WKHVH PDWHULDOV ,I &KLQD ZHUH
VXSSOLHUVx DELOLW\ WR REWDLQ VXFK VXSSO\ PD\ EH FRQVWUDLQHG DQG Z
REWDLQ VXSSO\ LQ D WLPHO\ PDQQHU RU DW D FRPPHUFLDOO\ UHDVRQDEOH
PLQHUDOV DQG PHWDOV PD\ UHVWULFW RXU DELOLW\ WR PDQXIDFWXUH FHU
LPSRVVLEOH WR FRPSHWH ZLWK RWKHU VHPLFRQGXFWRU PHPRU\ PDQXIDFW X
RI WKHVH PDWHULDOV IURP &KLQD



3DWHQWYV DQG /LFHQVHYV

$V BRHSWHPEHU ZH RZQHG DSSUR[LPDWHO\ DFWLYH 8 6 SDWHQWYV DQG
DGGLWLRQ ZH KDYH WKRXVDQGV RI1 8 6 DQG IRUHLJQ SDWHQW DSSOLFDWLR
HI[SLULQJ WKURXJK

JURP WLPH WR WLPH ZH VHOO DQG RU OLFHQVH RXU WHFKQRORJ\ WR RWKHL
PROQHWL]H RXU LQYHVWPHQWY LQ RXU LQWHOOHFWXDO SURSHUW\ WKURXJK
MRLQWO\ GHYHORSHG PHPRU\ DQG VWRUDJH SURGXFW DQG SURFHVV WHFKQ

‘H KDYH D QXPEHU RI SDWHQW DQG LQWHOOHFWXDO SURSHUW\ OLFHQVH DJL
VROG RXU LQWHOOHFWXDO SURSHUW\ WR WKLUG SDUWLHY 6RPH RI WKHVH (
SHULRGLF SD\PHQWY ZKLOH RWKHUV KDYH UHVXOWHG LQ XV UHFHLYLQJ SD\I
RU UHQHZ H[LVWLQJ OLFHQVH DJUHHPHQWY LQ WKH IXWXUH DQG ZH PD\ HQ\
SURSHUW\ DQG SDUWQHULQJ DUUDQJHPHQWY :H DUH XQDEOH WR SUHGLFW .
RU UHQHZHG RQ WHUPV DFFHSWDEOH WR XV

SHVHDUFK DQG '"HYHORSPHQW

2XU 5 " HIIRUWYV DUH IRFXVHG SULPDULO\ RQ GHYHORSPHQW RI LQGXVWU\ OH
HQDEOH FROQWLQXRXV LPSURYHPHQW LQ SHUIRUPDQFH DQG FRVW VWUXFWXU
QHZ IXQGDPHQWDOO\ GLITHUHQW PHPRU\ VWUXFWXUHY PDWHULDOV DQG SD
JHQHUDWLRQ SURGXFWV $GGLWLRQDO 5 "' HIIRUWV IRFXV RQ WKH HQDEOHPH
PHPRU\ DUFKLWHFWXUHY DQG WKH LQYHVWLIJDWLRQ RI QHZ RSSRUWXQLWLH"
BURGXFW GHVLJQ DQG GHYHORSPHQW HIIRUWY LQFOXGH KLJK GHQVLW\ "'5
OHPRWRPSXWH ([SUHVVEDYNG&SURBXEWGYDQFHG JUDSKLFV '580 ' 1$1' LQF
DQG 4/& WHFKQRORJLHY PRELOH DQG VWRUDJH VROXWLRQV LQFOXGLQJ IL
DQG RWKHU PHPRU\ WHFKQRORJLHYVY DQG V\VWHPYV

7R FRPSHWH LQ WKH VHPLFRQGXFWRU PHPRU\ DQG VWRUDJH PDUNHWY ZH P
DGYDQFHG SURGXFWV/RRGBQWERXWBVHYROXWLRQ RI RXU VHPLFRQGXFWRU !
PHHW H[SHX*WWHRPHIWXLUHFRHOQMWHPRU\ DQG VWRUDJH SURGXFWY DQG VROXWLR(
ILUPZDUH FRQWUROOHU SDFNDJH DQG VI\VWHP GHYHORSPHQW HIIRUWYV RFF
SULPDU\ 5" FHQWHUYV %YRIHVBRFEMNHRG SRQUH -DSDQ 7DLZDQ ,WDO\ &KLQD ,Q
VLWHV LQ WKH 8QLWHG 6WDWHYV

5' H[SHQVHV YDU\ SULPDULO\ ZLWK WKH QXPEHU RI GHYHORSPHQW DQG SUH
SURGXFW VROXWLRQV GHYHORSHG SHUVRQQHO FRVWV DQG WKH FRVW RI D
SURFHVV GHYHORSPHQW VXFK DV LQYHVWPH®@WWNDLXY 8B | O KWHK ROHILDGS KA LR FHX/L (
PDQXIDFWXUH RXU SURGXFWV ZH W\SLFDOO\ EHJLQ WR SURFHVV ZDIHUV EH]
WHVWHQYHORSPHQW RI D SURGXFW LV GHHPHG FRPSOHWH ZKHQ LW LV TXDOL
SHUIRUPDQFH |XQRMIORQ@BOOWS GV FDQ YDU\ VLIJQLILFDQWO\ GHSHQGLQJ
TXDOLILFDWLRQ

Aicron



+XPDQ &DSLWDO

‘H GHSHQG RQ D KLJKO\ HGXFDWHG DQG H[SHULHQFHG ZRUNIRUFH WR GHVLJ

FXWWLQJ HGJH PHPRU\ DQG VWRISIWHPEROXIH RQG BSSRIR[LPDWHO\ HPS

ORFDWHG LQ WKH IROORZLQJ UHJLRQV

5HIJLRQ 3HUFHQ3HUFHQW :RPHC

$VLD

8QLWHG 6WDWHYV

(XURSH

7RWDO

$V BHSWHPEHU RI RXU JOREDO ZRUNIRUFH ZHUH ZRP&HSWRPBBUHG WR
RI RXU WHFKQLFDO RU HQJLQHHULQJ UROHV ZHUH GHSVEHP\EHRIPHQ DV FRF

‘RPHQ FRPSULVHG RI RXU VHEHSRWHPEBGHDV PRPBIDUHG W&RHSWBIW RH U

,Q ZH DGGHG RQH IHPDOH GLUHFWRU WR RXU %RDUG RI 'LUHFWRUV UHVX
Il IRXU PHQ DQG IRXOHSR\PHHREBNM FFIRPSDUHG WR ILYH PHQ DQGHWWWHIRIE HZWR P H C
,Q DGGIDNLBRHBEWHPEHU EDVHG RQ VHOI LGHQWLILFDWLRQ RQH PHPEHU R
$VLDQ RQH PHPEHU LV $IULFDQ $PHULFDQ DQG VL[ PHPEHUV DUH :KLWH 2Q
YHWHUDQ RI WKH 8 6 PLOLWDU\

7DOHQW $FTXLVLWLRQ (QJDJHPHQW DQG 5HWHQWLRQ

JLQGLQJ DQG UHWDLQLQJ WKH EHVW DQG EULJKWHVW SHRSOH LQ DQ H[WUHF
LPSHUDWLYH IRU RXU EXVLQHVY ‘H KDYH SDUWQHUVKLSYVY ZLWK FROOHJHV D
FROODERUDWERQUEZRAXRIDHDQG PHQWRUVKLS SURJURPYD QX V@ JDH HP IHRQW HZ DX E
DPRQJ VWXGHQWY DQG JUDGXDWHY ,Q DGGLWLRQ ZH XVH DUWLILFLDO LQW
IURP UHVXPHYVY DOORZLQJ XV WR IRFXV RQ LQGLYLGXDO PHULW RYHU SHUVR!

SHULRGEHDIOODALWH DOO WHDP PHPEHUV WR SDUWLFLSDWH LQ RXU LQWHUQD(C(
WKDW PHDVXUH DQG SURYLGH LQVLIKW LQWR OHDGHUVRL R DWW @& HDF HPLEHU
SDUWLFLSDWHG LQ WKH VXUYH\ ODQDJHPHQW XVHV IHHGEDFN IURP WKH VXL
LPSURYHPHQWY WR RXU FXOWXUH DQG ZRUNSODFH SUDFWLFHYV

&RPSHQVDWLRQ DQG %HQHILWYV

2XU FRPSHQVDWLRQ SURJUDPYVY DUH GHVLIQHG WR VXSSRUW RXU WHDP PHPE
SURYLGLQJ D YDOXDEOH UHWXUQ IRU WKHLU FRQWULEXWLRQV WR WKH FRPS
VDODRP\QXDO ERKIXMHW DZDUGYV D GLVFRXQWHG VWRFN SXUFKDVH SODQ DQ

'LYHUVLW\ (TXDOLW\ ,QFOXVLRQ

‘H KDYH PDGH SRZHUIXO FRPPLWPHQWYV LQ WR KROG RXUVHOYHY HYHQ P
GLYHUVLW\ HTXDOLW\ DQG LQFOXVLRQ '(, E\ VHWWLQJ VL[ JOREDO '(, FRP

,QFUHDVH UHSUHVHQWDWLRQ RI XQGHUUHSUHVHQWHG JURXSYV

'ULYH HTXLWDEOH SD\ DQG LQFOXVLYH EHQHILWYV

6WUHQJIJWKHQ RXU FXOWXUH RI LQFOXVLRQ

$GYRFDWH IRU UDFLDO DQG /*%74 HTXDOLW\

(QJDJH ZLWK PLQRULW\ RZQHG ILQDQFLDO LQVWLWXWLRQV IRU FDVK PD
,QFUHDVH UHSUHVHQWDWLRQ DQG VSHQG ZLWK GLYHUVH VXSSOLHUYV

QO QO Q-

‘H KDYH D UHJXODU UHYLHZ RI SD\ JOREDOO\ LQFOXGLQJ EDVH SD\ DQG VWHF
,Q ZH DFKLHYHG FRPSUSIKHIQVAERW\D O R EHDREROWRWWINYO FRPSHQVDWLRQ DFUF



ERQXVHV DQG VWRFNGHZAREYLRQ RI RXU FRPSDQ\ ZLGH DQQXDO ERQXV SU
DFKLHYHPHQW RI '(, UHODWHG JRDOV

+HDOWK 6DIHW\ DQG :HOOQHVYV

SURDFWLYH HITRUWY WR SUHYHQW RFFXSDWLRQDO LOOQHVVHY DQG LQMXUL!
ZRUNSODFH (DFK RI RXU VLWHY KDYH KHDOWK DQG VDIHW\ FRPPLWWHHYV ZK
DQG FRPPXQLFDWLRQV UHJDUGLQJ VDIHW\ DQG WR KHOS OHDG DQG LPSOHPI
SURJUDP FUHDWHY D XQLILHG FRUSRUDWH VDIHW\ FXOWXUH E\ HYWDEOLVKL
SUDFWLFHY DFURVYVY RXU JOREDO IDFLOLWLHYV

,Q DGGLWLRQ WR RXU SURDFWLYH HIIRUWV RQ VDIHW\ ZH KDYH LQFUHDVHG
WHDP PHPEHUV LQFOXGLQJ IUHH PHQWDO KHDOWK DQG FRXQVHOLQJ VXSSRU
VHUYLFHVY DQG HPRWLRQDO VXSSRUW VHVVLRQV ODXQFKLQJ D ZRUN IURP K|
HDUQ LQFHQWLYHYVY E\ SDUWLFLSDWLQJ LQ ZHOO EHLQJ FKDOOHQJHYVY DQG PH

,Q UHVSRQVH WR WKH &29," SDQGHPLF ZH ZHQW ZHOO EH\RQG ORFDO VWI
&29," YDFFLQHYV QRZ DYDLODEOH ZH KDYH ODXQFKHG D WDVN IRUFH WR PF
SURYLGHG RQ VLWH YDFFLQDWLRQV ZKHUH DYDLODEOH SURYLGHG PRQHWD!
YDFFLQDWLRQV WR LPSUR6HHY,IWHR Q DWXRIQHUBWKV2YHUYLHZ O ,PSDFW RI &2
%XVLQHVV U

:H DUH D PHPEHU RI WKH 5HVSRQVLEOH %XVLQHVY $OOLDQFH 5%$%$ D JURXS
UHVSRQVLEOH ZRUNLQJ FRQGLWLRQV HWKLFDO EXVLQHVV SUDFWLFHV DQG
VXSSO\ FKDLQ :H VWULYH WR DGKHUH WR ERWK RXU &RGH RI %XVLQHVV &RC
WKH 5%% FRGH RI FRQGXFW ZKLFK LV D GHPRQVWUDWLRQ RI RXU FRPPLWPH

*RYHUQPHQW 5HJXODWLRQV

2XU ZRUOGZLGH EXVLQHVV DFWLYLWLHY DUH VXEMHFW WR YDULRXV IHGHUD
JRYHUQHG E\ D QXPEHU RI UXOHY DQG UHJXODWLRQV &RPSOLDQFH ZLWK WK
QRW PDWHULDO WR RXU UHVXOWY RI RSHUDWLRQV FDSLWDO H[SHQGLWXUH\
ZLWK H[LVWLQJ RU IXWXUH JRYHUQPHQW ODZV LQFOXGLQJ EXW QRW OLPLW
DFTXLVLWLRQVY HPSOR\HH KHDOWK DQG VDIHW\ DQG WD[HV FRXOG KDYH D F
RSHUDWLRQV FDSLWDO H[SHQGLWXUHV RU FRPSHWLWLYH SRVLWLRQ 6HH L
SRWHQWLDO LPSDFWYV

(QYLURQPHQWDO &RPSOLDQFH

‘H DSSURDFK HQYLURQPHQWDO VWHZDUGVKLS DQG VXVWDLQDELOLW\ SURDF
UHJXODWLRQV UHJDUGLQJ XVH RI UDZ PDWHULDOV GLVFKDUJHV FOLPDWH F
IURP RXU PDQXIDFWXULQJ SURFHVVHVY DQG DGGUHVV WKH HYROYLQJ H[SHFW
PHPEHUV DQG RWKHU VWDNHKROGHUV &RPSOLDQFH ZLWK WKH ODZ DQG RW
PLQLPXP HQYLURQPHQWDO H[SHFWDWLRQ DW OLFURQ 2XU ZDIHU IDEULFDWL
UHTXLUHPHQWYV RI WKH  QWHUQDWLRQDO 2UJDQL]DWLRQ IRU 6WDQGDUGL]DV
VI\VWHPYV VWDQGDUG WR HQVXUH ZH DUH FRQWLQXRXVO\ LPSURYLQJ RXU SHL
ZH KDYH HVWDEOLVKHG D JOREDO HQYLURQPHQWDO SROLF\ DQG PHHW UHTX
HYDOXDWLRQ DQG FRQWURO FRPSOLDQFH REOLJDWLRQV FRPPLWPHQW WU
LQIRUPDWLRQ RSHUDWLRQDO FRQWURO HPHUJHQF\ SUHSDUHGQHVY DQG UF
QRW H[SHULHQFHG DQ\ PDWHULDO DGYHUVH HIIHFWV WR RXU RSHUDWLRQV |
UHIJXODWLRQV FRXOG QHFHVVLWDWH DGGLWLRQDO FDSLWDO H[SHQGLWXUH\
DFWLRQV

AAicron



7UDGH 5SHIXODWLRQV

6DOHV Rl RXU PHPRU\ DQG VWRUDJH SURGXFWV DQG WKH WUDQVIHU RI UHO
LQFOXGLQJ VXSSRUW DUH VXEMHFW WR ODZV DQG UHJXODWLRQV JRYHUQLQ
H[SRUW FRQWURO FXVWRPV DQG VDQFWLRQV UHJXODWLRQV DGPLQLVWHUH
RI ,QGXVWU\ DQG 6HFXULW\ U%,60 RI WKH 8 6 'HSDUWPHQW Rl &RPPHUFH D
86 'HSDUWPHQW RI WKH 7UHDVXU\ 2WKHU MXULVGLFWLRQV VXFK DV WKH (
LPSOHPHQW VLPLODU ODZV DQG UHJXODWLRQV ZLWK ZKLFK ZH PXVW FRPSO
ZH HLWKHU REWDLQ OLFHQVHV RU RWKHU DXWKRUL]JDWLRQV WR H[SRUW FHU
FRPSDQLHV RU LQGLYLGXDOV RU LQ WKH DEVHQFH RI VXFK OLFHQVHV RU L
SURGXFWV RU WUDQVIHU WKH UHODWHG WHFKQLFDO LQIRUPDWLRQ DQG NQR
LQGLYLGXDOV ,Q DGGLWLRQ LQFUHDVHG WDULIIV LPSRVHG E\ WKH FRXQWU
FRVW RI RXU SURGXFW WR RXU FXVWRPHUV 7KH ODZV DQG UHJXODWLRQV W
VRPHWLPHV ZLWKRXWS6BIG YWD,QFHP QR WALAHIL VINFWRHODW HG WR /DZV DQG 5HJIXOI
UHJXODWLRQV KDYH UHVWULFWHG RXU DELOLW\ WR VHOO RXU SURGXFWV Wi
SURGXFWV WR RWKHU FXVWRPHUV RU LQ FHUWDLQ PDUNHWVY RU FRXOG RWHK
O 5LVNV 5HODWHG WR 2XU %XVLQHVV 2SHUDWLRQV DQG ,QGXVWU\ O :H IDF
RXU LQWHUQDWLRQDO VDOHV DQG RSHUDWLRQV WKDW FRXOG PDWHULDOO\ |
ILQDQFLDO FRQGLWLRQ U

‘H DQG RU RXU VXSSOLHUV DQG VHUYLFH SURYLGHUV FRXOG EH DIIHFWHG E\
ZHOO DV ODZV DQG UHJXODWLRQV HQDFWHG LQ UHVSRQVH WR FRQFHUQV UH
UHVSRQVLEOH VRXUFLQJ SUDFWLFHV SXEOLF KHDOWK FULVHV FRQWDJLRXV
OLPLW WKH VXSSO\ RI RXU PDWHULDOV DQG RU LQFUHDVH WKH FRVW (QYLU
RU XVH FHUWDLQ FKHPLFDOV RU PDWHULDOV LQ RXU RSHUDWLRQV RU SURG}
FRXOG GHOD\ RXU UHFHLSW RI PDWHULDOV /HDG WLPHV IRU WKH VXSSO\ RI

DELOLW\ WR SURFXUH FRPSRQHQWY WR UHSDLU HTXLSPHQW HVVHQWLDO IRL
QHJDWLYHO\ LPSDFWHG E\ YDULRXV UHVWULFWLRQV RU GLVUXSWLRQV LQ VX
VXSSO\ RI PDWHULDOV FRPSRQHQWVY RU VHUYLFHV RU WKH H[WHQVLRQ RI

HITHFW RQ RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV RU ILQDQFLDO FRQGLYV
WR WKHLU VXSSOLHV PDWHULDOV FRPSRQHQWY RU VHUYLFHV RU WKH H[W
RU DOWHU WKH WLPLQJ Rl WKHLU SXUFKDVHV ZLWK XV ZKLFK FRXOG KDYH O
RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ



,QIRUPDWLRQ $ERXW 2XU ([HFXWLY

2XU H[HFXWLYH RIILFHUVY DUH DSSRLQWHG DQQXDOO\ E\ RXU %RDUG RI "LUHF
RXU VKDUHKROGHUV $00 RIILFHUV VHUYH XQWLO WKHLU VXFFHVVRUV DUH C
FDVH RI HDUOLHU GHDWK UHVLIJQDWLRQ RU UHPRYDO

7KH IROORZLQJ SUHVHQWW 8§ @IHRRIEPHDWV IDRER XIW RAU H[HFXWLYH RIILFHUV

6FRWW 5 $OOHQ

&RUSRUDWH 9LFH 3UHVLGHQW DQG &KLHI $FFRXQWLQJ 2IILFHU

0OU $0OO0OHQ MRLQHG XV LQ 6HSWHPEHU DV &RUSRUDWH 9L
&RUSRUDWH 9LFH 3UHVLGHQW DQG &KLHI $FFRXQWLQJ 2IILFHU 1
0OU $00OHQ KHOG VHYHUDO H[HFXWLYH UROHYV DW 1HW$SS ,QF L
$OO0OHQ KROGY D DFKHORU RI %XVLQHVY $GPLQLVWUDWLRQ LQ

$SULO 6 $UQJHQ

6HQLRU 9LFH B3UHVLGHQW DQG &KLHI 3HRSOH 2IILFHU

OV $UQ]HQ MRLQHG XV LQ '"HFHPEHU DQG KDV VHUYHG LG
$UQ]JHQ ZDV QDPHG 6HQLRU 9LFH 3UHVLGHQW +XPDQ 5HVRXUFH
&KLHI 3HRSOH 2I1ILFHU LQ 2FWREHU OV $UQ]JHQ KROGV D %6
IURP WKH 8QLYHUVLW)\ Rl ,GDKR DQG LV D JUDGXDWH RI WKH 6W

ODQLVK %KDWLD

([HFEXWLYH 9LFH 3UHVLGHQW *OREDO 2SHUDWLRQV

OU %KDWLD MRLQHG XV LQ 2ZFWREHU DV RXU ([HFXWLYH
2FWREHU oOU %KDWLD VHUYHG DV WKH ([HFXWLYH 9LFH 3UH
&RUSRUDWLRQ )URP ODUFK WR 0D\ OU %KDWLD KHOG V&t

LQFOXGLQJ ([HFXWLYH 9LFH 3UHVLGHQW RI :RUOGZLGH 2SHUDW
OU %KDWLD KROGV D %6 DQG 06 LQ OHFKDQLFDO (QJLQHHULQJ I
7HFKQRORJ\

OLFKDHO : %RNDAQ

6HQLRU 9LFH 3UHVLGHQW :RUOGZLGH 6DOHV

OU %RNDQ MRLQHG XV LQ DQG KDV VHUYHG LQ YDULRXYV
QDPHG 6HQLRU 9LFH 3UHVLGHQW :RUOGZLGH 6DOHV LQ 2FWREF
IURP &RORUDGR 6WDWH 8QLYHUVLW\

6FRWW - "H%RHU

(IHFXWLYH 9LFH 3UHVLGHQW 7HFKQRORJ\ 3URGXFWV

'U 'H%RHU MRLQHG XV LQ )HEUXDU\ DQG KDV VHUYHG LQ
'"H%RHU ZDV QDPHG ([HFXWLYH 9LFH 3UHVLGHQW 7HFKQRORJ\ '}
3UHVLGHQW 7HFKQRORJ\ 3URGXFWV LQ 6HSWHPEHU 'U "H

06 LQ 3K\VLFV IURP ,RZD 6WDWH 8QLYHUVLW\ +H FRPSOHWHG K



6DQMD\ OHKURWUD

BUHVLGHQW &KLHI ([HFXWLYH 2IILFHU DQG 'LUHFWRU

OU OHKURWUD MRLQHG XV LQ 0D\ DV RXU 3UHVLGHQW &
IRXQGHG DQG OHG 6DQ'LVN &RUSRUDWLRQ DV D VWDUW XS LQ
3UHVLGHQW DQG &KLHI ([HFXWLYH 2IILFHU IURP -DQXDU\ WR
I[URP -XO\ WR 0D\ OU OHKURWUD VHUYHG DV D PHPEHU R
XQWLO -XO\ DQG IRU :HVWHUQ 'LJLWDO &RUS IURP 0D\
PHPEHU RI WKH %RDUG RI 'LUHFWRUV RI &': &RUSRUDWLRQ 0U
(QILQHHULQJ DQG &RPSXWHU 6FLHQFH IURP WKH 8QLYHUVLW\ R
*UDGXDWH 6FKRRO RI %XVLQHVV ([HFXWLYH 3URJUDP

"RHO / 3RSSHOQ

6HQLRU 9LFH 3UHVLGHQW /HJDO $IIDLUV *HQHUDO &RXQVHO D

OU 3RSSHQ MRLQHG XV LQ 2ZFWREHU DQRG KDV KHOG YDUL
ZDV QDPHG 9LFH 3UHVLGHQW /HJDO $IIDLUV *HQHUDO &RXQVH(
QDPHG 6HQLRU 9LFH 3UHVLGHQW /HJDO $IIDLUV *HQHUDO &RXC
KROGV D %6 LQ (OHFWULFDO (QJLQHHULQJ IURP WKH 8QLYHUVLYV
/IDZ

6 XPLW 6DGDQD

(IHFXWLYH 9LFH BUHVLGHQW DQG &KLHI %XVLQHVYV 2IILFHU

OU 6DGDQD MRLQHG XV LQ -XQH DV RXU ([HFXWLYH 9LFH
WR 0D\ OU 6DGDQD VHUYHG LQ YDULRXV UROHV DW 6DQ"
&KLHI 6WUDWHJ\ 2IILFHU DQG *HQHUDO ODQDJHU (QWHUSULVH

H
OU 6DGDQD FXUUHQWO\ VHUYHVY RQ WKH %RDUG RI 'LUHFWR
% 7THFK LQ (OHFWULFDO (QJLQHHULQJ IURP WKH ,QGLDQ ,QVWL\
(QJLQHHULQJ IURP 6WDQIRUG 8QLYHUVLW\

'DYLG $ =LQVQHU

6HQLRU 9LFH B3UHVLGHQW DQG &KLHI )LQDQFLDO 2IILFHU

OU =LQVQHU MRLQHG XV LQ )HEUXDU\ DV RXU 6HQLRU 9L

WR )HEUXDU\ ouU =LQVQHU VHUYHG DV WKH 3UHVLGHQW
JURP -DQXDU\ WR $SULO OU =LQVQHU VHUYHG DV WKH 6]
2IILFHU RI $QDORJ '"HYLFHV )URP -XO\ WR -DQXDU\ ouU =
&KLHI )LQDQFLDO 2IILFHU RI ,QWHUVLO &RUSRUDWLRQ O0OU =LQ\
8QLYHUVLW\ DQG D %6 LQ ,QGXVWULDO ODQDJHPHQW IURP &DUQ

7TKHUH DUH QR IDPLO\ UHODWLRQVKLSY EHWZHHQ DQ\ RI RXU GLUHFWRUV RU

$SYDLODEOH ,QIRUPDWLRQ

2XU H[HFXWLYH RIILFHY DUH ORFDWHG DW 6RXWK )HGHUDO :D\ %RLVH ,C(
LV ,QIRUPDWLRQ DERXW XV LV DYDLODEOH DW RXU ZHEVLWH ZZZ
DUH RXU &4RUSRUDWH *RYHUQDQFH *XLGHOLQHV *RYHUQDQFH DQG 6XVWDLQ
&RPPLWWHH &KDUWHU $XGLW &RPPLWWHH &KDUWHU )LQDQFH &RPPLWWHH ¢
Rl %XVLQHVV &RQGXFW DQG (WKLFV $Q\ DPHQGPHQWY RU ZDLYHUV RI RXU &
EH SRVWHG RQ RXU ZHEVLWH ZLWKLQ IRXU EXVLQHVYV GD\V RI WKH DPHQGPH
DYDLODEOH WR VKDUHKROGHUV XSRQ UHTXHVW ,QIRUPDWLRQ FRQWDLQHG F
UHIHUHQFH DQG GRHV QRW IRUP D SDUW RI WKLV $QQXDO 5HSRUW RQ )RUP

,QYHVWRUYV DQG RWKHUV VKRXOG QRWH WKDW ZH DQQRXQFH PDWHULDO ILQ]
WKURXJK D YDULHW\ RI PHDQV LQFOXGLQJ RXU LQYHVWRU UHODWLRQV ZHE\
6HFXULWLHYV DQG ([FKDQJH &RPPLVVLRQ U6(&0 SUHVV UHOHDVHV SXEOLF



WKHVH FKDQQHOV WR DFKLHYH EURDG QRQ H[FOXVLRQDU\ GLVWULEXWLRQ |
RXU GLVFORVXUH REOLJDWLRQV XQGHU 5HIXODWLRQ )' 7KHUHIRUH ZH HQFI
LQWHUHVWHG LQ RXU FRPSDQ\ WR UHYLHZ WKH LQIRUPDWLRQ ZH SRVW RQ V

2XU ILOLQJY DUH DYDLODEOH IUHH RI FKDUJH RQ RXU ZHEVLWH DV VRRQ DV
ILOHG ZLWK RU IXUQLVKHG WR WKH 6(& LQFOXGLQJ RXU DQQXDO DQG TXDL
UHSRUWYV RQ )RUP . RXU SUR[\ VWDWHPHQWY DQG DQ\ DPHQGPHQWYV WR W
ZHEVLWH ZZZ VHF JRY FRQWDLQV UHSRUWV SUR[\ DQG LQIRUPDWLRQ VWDW
WKDW ILOH HOHFWURQLFDOO\ ZLWK WKH 6(& 7KH FRQWHQW RQ DQ\ ZHEVLWF
UHIHUHQFH LQ WKLV )RUP . XQOHVV H[SUHVVO\ QRWHG

,7(0 $,6. )$&7256

,Q DGGLWLRQ WR WKH IDFWRUV GLVFXVVHG HOVHZKHUH LQ WKLV )RUP W
FRXOG FDXVH DFWXDO UHVXOWY RU HYHQWYV WR GLIIHU PDWHULDOO\ IURP W
PDGH E\ XV 7KH RUGHU RI SUHVHQWDWLRQ LV QRW QHFHVVDULO\ LQGLFDWL
$Q\ RI WKHVH IDFWRUV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU E
RU VWRFN SULFH 2XU RSHUDWLRQV FRXOG DOVR EH DIIHFWHG E\ RWKHU IDF
FRQVLGHUHG VLIQLILFDQW

5LVN )BKWRDU\

5LVNV 5HODWHG WR 2XU %XVLQHVV 2SHUDWLRQV DQG ,QGXVWU\
a WKH HIIHFWV RI WKH &29,"' SDQGHPLF

a4 YRODWLOLW\ LQ DYHUDJH VHOOLQJ SULFHV Rl RXU SURGXFWV

a4 RXU DELOLW\ WR PDLQWDLQ RU LPSURYH JURVV PDUJLQV

a4 WKH KLJKO\ FRPSHWLWLYH QDWXUH RI RXU LQGXVWU\

a4 RXU DELOLW\ WR GHYHORS DQG SURGXFH QHZ DQG FRPSHWLWLY® PHPR
PDUNHWYV

4 GHSHQGHQF\ RQ VSHFLILF FXVWRPHUV FRQFHQWUDWLRQ RI UHYHQXH Z
FXVWRPHUV ZKR DUH ORFDWHG LQWHUQDWLRQDOO\

a4 RXU LQWHUQDWLRQDO RSHUDWLRQV LQFOXGLQJ JHRSROLWLFDO ULVNYV

a4 OLPLWHG DYDLODELOLW\ DQG TXDOLW\ RI PDWHULDOV VXSSOLHV DQG
VHUYLFH SURYLGHUV RXW FEXYWRPHHUW DQ G

a4 SURGXFWV WKDW IDLO WR PHHW VSHFLILFDWLRQV DUH GHIHFWLYH RU

4 GLVUXSWLRQV WR RXU PDQXIDFWXULQJ RSHUDWLRQV IURP QDWXUDO Gl

a4 EUHDFKHV RI RXU VHFXULW\ VIVWHPV RU WKRVH RI RXU FXVWRPHUV VX

a DWWUDFWLQJ UHWDLQLQJ DQG PRWLYDWLQJ KLJKO\ VNLOOHG HPSOR\I

a4 DFKLHYLQJ RU PDLQWDLQLQJ FHUWDLQ SHUIRUPDQFH REOLJDWLRQV DV
JRYHUQPHQWYV

a4 IXWXUH DFTXLVLWLRQV DQG RU DOOLDQFHYV

a4 UHVWUXFWXUH FKDUJHV

a4 FXVWRPHU UHVSRQVLEOH VRXUFLQJ UHTXLUHPHQWY DQG UHODWHG UHJ

a4 D GRZQWXUQ LQ WKH ZRUOGZLGH HFRQRP\

5LVNV 5HODWHG WR ,QWHOOHFWXDO 3URSHUW\ DQG /LWLJDWLRQ
SURWHFWLQJ RXU LQWHOOHFWXDO SURSHUW\ DQG UHWDLQLQJ NH\ HPS
LQWHOOHFWXDO SURSHUW\

OHJDO SURFHHGLQJY DQG FODLPV

DOOHIJDWLRQV RI DQWLFRPSHWLWLYH FRQGXFW

ULVNV DVVRFLDWHG ZLWK RXU IRUPHU ,0)7 MRLQW YHQWXUH ZLWK ,QWHFE
FODLPV WKDW RXU SURGXFWV RU PDQXIDFWXULQJ SURFHVVHYV LQIULQJ!
ULJKWV RI RWKHUV RU IDLOXUH WR REWDLQ RU UHQHZ OLFHQVH DJUHHI
DOOHJHG SDWHQW LQIULQIJHPHQW FRPSODLQWYV LQ &KLQHVH FRXUWYV

D Q- 90

m»



5LVNV 56 HODWHG WR /DZV DQG 5HIJXODWLRQV

a
a
a

FRPSOLDQFH ZLWK WDULIIV WUDGH UHVWULFWLRQV DQG RU WUDGH UF
WD[ HISHQVH DQG WD[ ODZV LQ NH\ MXULVGLFWLRQV DQG
FRPSOLDQFH ZLWK ODZV UHJXODWLRQV RU LQGXVWU\ VWDQGDUGYV

5LVNV 56 HODWHG WR &DSLWDOL]DWLRQ DQG )LQDQFLDO ODUNHWYV

a

QO Q Q-

RXU DELOLW\ WR JHQHUDWH VXIILFLHQW FDVK IORZV RU REWDLQ DFFHYV
RXU GHEW REOLJDWLRQV

FKDQJHV LQ IRUHLJQ FXUUHQF\ HIFKDQJH UDWHYV

FRXQWHUSDUW\ GHIDXOW ULVN

YRODWLOLW\ LQ WKH WUDGLQJ SULFH RI RXU FRPPRQ VWRFN DQG
IOXFWXDWLRQV LQ WKH DPRXQW DQG WLPLQJ RI RXU FRPPRQ VWRFN UH
UHVXOWLQJ LPSDFWYV

SLVNV 5HODWHG WR 2XU %XVLQHV\

7KH HIIHFWV Rl WKH &29," SDQGHPLF FRXOG DGYHUVHO\ DIIHFW RXU EXVLQ
ILQDQFLDO FRQGLWLRQ

7KH HIITHFWV RI WKH SXEOLF KHDOWK FULVLV FDXVHG E\ WKH &29,' SDQGHF

&29,'

xV VSUHDG DUH XQFHUWDLQ DQG GLIILFXOW WR SUHGLFW EXW PD\ LC

PD\ FRQWLQXH WR LQFOXGH

a

a

$ GHFUHDVH LQ VKRUW WHUP DQG RU ORQJ WHUP GHPDQG DQG RU SULF
YRODWLOLW\ WKDW FRXOG UHGXFH GHPDQG DQG RU SULFLQJ IRU RXU S
DQG RU WKH DFWLRQV WDNHQ E\ JRYHUQPHQWY EXVLQHVVHV DQG RU "
WR DQG WKH VSUHDG RI &29," VXFK DV WUDYHO UHVWULFWLRQV TXD
VORZGRZQV
1HJDWLYH LPSDFWV WR RXU RSHUDWLRQV LQFOXGLQJ
} UHGXFWLRQV LQ SURGXFWLRQ OHYHOV 5 ' DFWLYLWLHV SURGXFW
HQKDQFHPHQW DFWLYLWLHY DQG TXDOLILFDWLRQ DFWLYLWLHV ZL
PLWLJDWH WKH LPSDFW RI &29," WKURXJK PHDVXUHV ZH KDYH HQ
ZRUOG LQ DQ HIIRUW WR SURWHFW RXU HPSOR\HHVx DQG FRQWUDT
ZRUNLQJ IURP KRPH OLPLWLQJ WKH QXPEHU RI PHHWLQJ DWWHQG
FHUWDLQ RI RXU VLWHV DW DQ\ RQH WLPH TXDUDQWLQHV RI WHDF
DW ULVN RI FRQWUDFWLQJ RU KDYH FRQWUDFWHG &29," DQG O
} LQFUHDVHG FRVWVYV UHVXOWLQJ IURP RXU HIIRUWV WR PLWLJDWH W
GLVWDQFLQJ PHDVXUHV ZRUNLQJ IURP KRPH XSJUDGHV WR RXU V
HQKDQFHG FOHDQLQJ PHDVXUHV DQG WKH LQFUHDVHG XVH RI SHU
} LQFUHDVHG FRVWV EXVLQHVV GLVUXSWLRQV DWWULWLRQ DQG R
PDQGDIWKB®WO 8 6 HPSORLAHIVGEEQ®LRQ FRQWUDFWRUV WKDW HQWH
FHUWDLQ RWKHU ORFDWLRQV EH IXOO\ YDFFLQDWHG DJDLQVW &2¢
H[HPSWLROQRYHREHU DV D FRQGLWLRQ RI ZRUNLQJ IRU XV
} LQFUHDVHG FRVWV IRU RU XQDYDLODELOEWRRRE) H QR®BIQRNS B URLIW LR
RWKHU HQHUJ\ VRXUFHV RU RWKHU LQSXWV QHFHVVDU\ IRU WKH R
} UHGXFWLRQV LQ RU FHVVDWLRQ RI RSHUDWLRQV DW DQ\ VLWH RU
UHVWULFWLRQV RQ PRYHPHQW DQG RU EXVLQHVV RSHUDWLRQV RU
WKH VSUHDG RI &29," DW RQH \RUFRRWHKRIY RXH[SHWHMFHG DW VR
IDFLOLWLHV IURP WLPH WR WLPH VLQFH WKH VWDUW RI WKH &29,"
} RXU LQDELOLW\ WR FRQWLQXH RU LQFUHDVHG FRVWV Rl FRQVWU:
PDWHULDOV HTXLSPHQW ODERU HQJLQHHULQJ VHUYLFHV JRYHU!
DVSHFW RI SURMHFWV ZKLFK FRXOG LPSDFW RXU DELOLW\ WR LQW
PHHW FXVWRPHU GHPDQG DQG
} GLVUXSWLRQV WR RXU VXSSO\ FKDLQ LQ FRQQHFWLRQ ZLWK WKH V
FRPSRQHQWY HTXLSPHQW DQG HQJLQHHULQJ VXSSRUW DQG VHUY
KDYH EHHQ LPSDFWHG E\ &29," E\ HIIRUWV WR FRQWDLQ WKH VS
HIITHFWV RQ WKH ZRUOGZLGH VXSSO\ FKDLQ



a 'HWHULRUDWLRQ RI ZRUOGZLGH FUHGLW DQG ILQDQFLDO PDUNHWYVY WKD
ILQDQFLQJ WR IXQG RXU RSHUDWLRQV DQG FDSLWDO H[SHQGLWXUHV U
LOYHVWPHQWY GXH WR IDLOXUHYV RI ILQDQFLDO LQVWLWXWLRQV DQG R
RXU DFFRXQWV UHFHLYDEOH GXH WR FUHGLW GHIDXOWYV

:KLOH VHYHUDO &29,' YDFFLQHYV KDYWUHBEHMDQ) OBSORYRG RQKB LQ WKH 8QLWH
RWKHU FRXQWULHY ZH DUH XQDEOH WR SUHGLFW KRZ ZLGHO\ XWLOL]JHG WK
HITHFWLYH LQ SUHYHQWLQJ WKH VI\PSWRPVY DQG VSUHDG RI &29,' LOQFOXGL
HFRQRPLF DFWLYLW\ DQG EXVLQHVYV RSHUDWLRQV ZLOO UHVXPH

7TKHVH HIITHFWVY DORQH RU WDNHQ WRIJHWKHU FRXOG KDYH D PDWHULDO DG

RU ILQDQFLDO FRQGLWLRQ 7KH FRQWLQXDWLRQ RI WKH SDQGHPLF RU H[SDC
DGYHUVH LPSDFW RI VXFK PHDVXUHV

9RODWLOLW\ LQ DYHUDJH VHOOLQJ SULFHV IRU RXU VHPLFRQGXFWRU PHPRU
DIITHFW RXU EXVLQHVYV

‘H KDYH H[SHULHQFHG VLJQLILFDQW YRODWLOLW\ LQ RXU DYHUDJH VHOOLQJ
WDEOH EHORZ DQG PD\ FRQWLQXH WR H[SHULHQFH VXFK YRODWLOLW\ LQ Wi
SULFHV IRURBXEDMWWH EHHQ EHORZ RXU PDQXIDFWXULQJ FRVWY DQG ZH PD\ HJ¢
WKH IXWXUH $YHUDJH VHOOLQJ SULFHV IRU RXU SURGXFWYVY WKDW GHFOLQH
HITHFW RQ RXU EXVLQHVV UHVXOWRQRG IRGSIHRIDWLRQV RU ILQDQFLDO

'5$0 1$1°
SHUFHQWDJH FKDQJH LQ DYH

IURP
I[URP
IURP
I[URP
IURP

‘H PD\ EH XQDEOH WR PDLQWDLQ RU LPSURYH JURVYV PDUJLQV

2XU JURVY PDUJLQY DUH GHSHQGHQW LQ SDUW XSRQ FRQWLQXLQJ GHFUHD
WKURXJK LPSURYHPHQWY LQ RXU PDQXIDFWXULQJ SURFHVVHV BQEGFHMG XFW
OLQH ZLGWK DGGLWLRQDO ' PHPRU\ OD\HUV DGGLWLRQDO ELWV SHU FHOO
OD\HUV QXPEHU RI |IDBQLF DVWICRZ) VQVHSOV¥XUH SHULRGV ZH PD\ EH XQDEOH W
PDQXIDFWXULQJ FRVWY DW VXIILFLHQW OHYHOV WR PDLQWDLQ RU LPSURYH
PDLQWDLQ RU UHGXFH FRVWYVY LQFOXGH EXW DUH QRW OLPLWHG WR VWUDW
PL[ WKH LQFUHDVLQJ FRPSOH[LW\ RI PDQXIDFWXULQJ SURFHVVHV GLIILFXO
WHFKQRORJLHVY RU DGGLWLRQDO ' PHPRU\ OD\HUV RU 1%$1' FHOO OHYHOV S|
OD\HUV DQG IDEULFDWLRQ VWHSYV PDQXIDFWXULQJ \LHOG WHFKQRORJLFDO
SURGXFWV WKDW PD\ UHTXLUH DQGWWUYH X5 RWUR WK FoUW HF RAL\N\W DVV RFLDWHG

0DQ\ IDFWRUV PD\ UHVXOW LQ D UHGXFWLRQ RI RXU RXWSXW RU D GHOD\ LQ
XQGHUXWLOL]DWLRQ RI RXU SURGXFWLRQ DVVHWV 7KHVH IDFWRUV PD\ LQF(
LQGXVWU\ RYHUVXSSO\ LQYHQWRU\ VXUSOXVHV GLIILFXOWLHV LQ UDPSLQJ
FKDQJHV LQ VXSSO\ DJUHHPHQWY $ VLJQLILFDQW SRUWLRQ RI RXU PDQXIDF
SURSRUWLRQDOO\ ZLWK FKDQJHV LQ SURGXFWLRQ RXWSXW $V D UHVXOW O
SHU JLJDELW PDQXIDFWXULQJ FRVWV PD\ DGYHUVHO\ DIIHFW RXU JURVV PDU
FRQGLWLRQ

,Q DGGLWLRQ SHU JLJDELW PDQXIDFWXULQJ FRVWY PD\ DOVR EH DIIHFWHG
VPDOOHU SURGXFWLRQ TXDQWLWLHY DQG VKRUWHU SURGXFW OLIHF\FOHV 2
UDSLG WHFKQRORJLFDO FKDQJHY DQG PDWHULDO IOXFWXDWLRQV LQ GHPDQ!
PD\ KDYH ZRUN LQ SURFHVV RU ILQLVKHG JRRGVY LQYHQWRULHY WKDW FRXOC
H[FHVV RI RXU FXVWRPHUVx GHPDQG &RQVHTXHQWO\ ZH PD\ LQFXU FKDUJH



LQYHQWRULHY ,Q DGGLWLRQ GXH WR WKH FXVWRPL]HG QDWXUH Rl FHUWDL
WR VHOO FHUWDLQ ILQLVKHG JRRGV LQYHQWRULHYV WR DOWHUQDWLYH FXVW
VSHFLILFDWLRQV ZKLFK PD\ UHVXOW LQ H[FHVV DQG REVROHVFHQFH FKDUJI
LPSURYH JURVV PDUJLQV FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU
FRQGLWLRQ

7TKH VHPLFRQGXFWRU PHPRU\ DQG VWRUDJH PDUNHWY DUH KLJKO\ FRPSHWLYV

‘H IDFH LQWHQVH FRPSHWLWLRQ LQ WKH VHPLFRQGXFWRU PHPRU\ DQG VWRL
LQFOXGLQJ ,QWHO 6DPVXQJ (OHFWURQLFV &R /WG 6. K\QL[ ,QF .LR[LD +F
&RUSRUBWRR@| RXU FRPSHWLWRUV DUH ODUJH FRUSRUDWLRQV RU FRQJORF
LQYHVW LQ WHFKQRORJ\ FDSLWDOL]JH RQ JURZWK RSSRUWXQLWLHV DQG ZL\
ZKLFK ZH FRPSHWH &RQVROLGDWLRQ RI LQGXVWU\ FRPSHWLWRUV FRXOG SX
FRPSHWLWRUV PD\ EHQHILW IURP LQFUHDVHG PDQXIDFWXULQJ VFDOH DQG D
JRYHUQPHQWYVY PD\ SURYLGH RU KDYH SURYLGHG DQG PD\ FRQWLQXH WR SUI
RWKHUZLVH WR VRPH RI RXU FRPSHWLWRUV RU WR QHZ HQWUDQWY DQG PD\
FRPSHWLWRUV ,Q SDUWLFXODU ZH IDFH WKH WKUHDW RI LQFUHDVLQJ FRPS
VHPLFRQGXFWRU LQGXVWU\ E\ WKH &KLQHVH JRYHUQPHQW DQG YDULRXV VW
DGYDQFH &KLQDxV VWDWHG QDWLRQDO SROLF\ REMHFWLYHV ,Q DGGLWLRQ
SDUWLFLSDWLQJ LQ WKH &KLQD PDUNHW RU PD\ SUHYHQW XV IURP FRPSHWL
RXU FRPSHWLWRUV PD\ XVH DJJUHVVLYH SULFLQJ WR REWDLQ PDUNHW VKDU

‘H DQG RXU FRPSHWLWRUV JHQHUDOO\ VHHN WR LQFUHDVH ZDIHU FDSDFLW\
SURGXFW GHVLJQV ZKLFK PD\ UHVXOW LQ VLIJQLILFDQW LQFUHDVHV LQ ZRUO
,QFUHDVHV LQ ZRUOGZLGH VXSSO\ RI VHPLFRQGXFWRU PHPRU\ DQG VWRUDJI
HISDQVLRQV HLWKHU E\ ZD\ RI QHZ IDFLOLWLHY LQFUHDVHG FDSDFLW\ XWL
SURGXFWLRQ WR VHPLFRQGXFWRU PHPRU\ DQG VWRUDJH SURGXFWLRQ 2XU
UHVXOWLQJ LQ IXWXUH LQFUHDVHV LQ ZRUOGZLGH VXSSO\ :H DQG VRPH RI
FROQVWUXFWLQJ RU UDPSLQJ SURGXFWLRQ DW QHZ IDEULFDWLRQ IDFLOLWLFE
PHPRU\ DQG VWRUDJH LI QRW DFFRPSDQLHG E\ FRPPHQVXUDWH LQFUHDVHV
VHOOLQJ SULFHV IRU RXU SURGXFWYV DQG FRXOG PDWHULDOO\ DGYHUVHO\ D
FROQGLWLRQ ,I FRPSHWLWRUY DUH PRUH VXFFHVVIXO DW GHYHORSLQJ RU LP
WKHLU SURGXFWYVY FRXOG KDYH FRVW RU SHUIRUPDQFH DGYDQWDJHV

7KH FRPSHWLWLYH QDWXUH RI RXU LQGXVWU\ FRXOG KDYH D PDWHULDO DGY
RU ILQDQFLDO FRQGLWLRQ

2XU IXWXUH VXFFHVV GHSHQGY RQ RXU DELOLW\ WR GHYHORS DQG SURGXFH
WHFKQRORJLHV

2XU NH\ VHPLFRQGXFWRU PHPRU\ DQG VWRUDJH SURGXFWV DQG WHFKQRORJ
PHHW ORQJ WHUP FXVWRPHU QHHGV 7KHVH EDUULHUV LQFOXGH SRWHQWLD
OD\HUV LQFUHDVLQJ ELWV SHU FHOO L H FHOO OHYHOV PHHWLQJ KLJKHL
FRQVXPSWLRQ DQG UHOLDELOLW\ :H PD\ IDFH WHFKQRORJLFDO EDUULHUV W
KLVWRULFDO UDWH ZKLFK KDV JHQHUDOO\ UHGXFHG SHU XQLW FRVW :H KD
IRU QHZ DQG H[LVWL QU SHHR\GX PVAV KIGRER RIV. H¥9 OLWKRJUDSK\ WR FRQWLQXH
SURGXFW UHTXLUHPHQWY 6XFK QHZ WHFKQRORJLHV FDQ DGG FRPSOH[LW\ D
DQG SURGXFWLRQ RXWSXW :H PD\ EH XQDEOH WR UHFRYHU RXU LQYHVWPHQ
EHQHILWYV Rl UHGXFLQJ GLH VL]H RU LQFUHDVLQJ PHPRU\ DQG VWRUDJH GHQ
QHZ PHPRU\ DQG VWRUDJH WHFKQRORJLHV WKDW PD\ RIIHU SHUIRUPDQFH DC
DQG UHQGHU H[LVWLQJ WHFKQRORJLHVY REVROHWH $FFRUGLQJO\ RXU IXWX!
DQG SURGXFH YLDEOH DQG FRPSHWLWLYH QHZ PHPRU\ DQG VWRUDJH WHFKQ
IROORZLQJ

WKDW ZH ZLOO EH VXFFHRPIXIOWQLONA M N HFORRBERQPIWRU PHPRU\N DQG VWRUD
WKDW ZH ZLOO EH DEOH WR FRVW HIIHFWLYHO\ PDQXIDFWXUH QHZ SURC
WKDW ZH ZLOO EH DEOH WR VXFFHVVIXOO\ PDUNHW WKHVH WHFKQRORJ
WKDW PDUJLQV JHQHUDWHG IURP VDOHV RI WKHVH SURGXFWY ZLOO DO(
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‘H GHYHORS DQG SURGXFH DGYDQFHG PHPRU\ DQG VWRUDJH WHFKQRORJLHV
HIIRUWV WR GHYHORS DQG PDUNHW QHZ SURGXFW WHFKQRORJLHV ZLOO EH )
PHPRU\ DQG VWRUDJH WHFKQRORJLHV FRXOG KDYH D PDWHULDO DGYHUVH H
ILQDQFLDO FRQGLWLRQ

$ VLIQLILFDQW SRUWLRQ RI RXU UHYHQXH LV FRQFHQWUDWHG ZLWK D VHOH|

,Q HDFK Rl WKH ODVW WK U HRIQH EKDY | R$ RIRJLVPRWBIO\WUHYHQXH ZD¥ IURP RXU
GLVUXSWLRQ LQ RXU UHODWLRQVKLS ZLWK DQ\ RI WKHVH FXVWRPHUV FRXOC
IOXFWXDWLRQV LQ RXU FXVWRPHU EDVH RU WKH PL[ Rl UHYHQXH E\ FXVWRPI
FXVWRPHUVx GHPDQG IRU RXU SURGXFWV PD\ IOXFWXDWH GXH WR IDFWRUYV
RI RXU FXVWRPHUV FRXOG UHGXFH WKH QXPEHU RI FXVWRPHUV WR ZKRP RXL
RXU FXVWRPHUVx UHTXLUHPHQWY RU WR TXDOLI\ RXU SURGXFWV ZLWK WKHF
FKDQJH LQ WKH LQYHQWRU\ VWUDWHJ\ RI RXU FXVWRPHUV SDUWLFXODUO\ V
JURZWK RXWORRN 7KH ORVV RI RU UHVWULFWLRQV RQ RXU DELOLW\ WR VH
RFFXUUHG ZLWK RXU IRUPHU FXVWRPHU +XDZHL 7THFKQRORJLHV &R /WG U
IURP RU D VKLIW LQ SURGXFW PL[ E\ FXVWRPHUV FRXOG KDYH D PDWHULDO
RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ

‘H IDFH JHRSROLWLFDO DQG RWKHU ULVNV DVVRFLDWHG ZLWK RXU LOQWHUQL
PDWHULDOO\ DGYHUVHO\ DITHFW RXU EXVLQHVY UHVXOWYVY RI RSHUDWLRQV

,Q Rl RXU UHYHQXH ZDV IURP VDOHV WR FXVWRPHUV ZKR KDYH KHDGTX
6WDWHYVY :H VKLS RXU SURGXFWV WR WKH ORFDWLRQV VSHFLILHG E\ RXU FX\
RSHUDWLRQV PD\ UHTXHVW ZH GHOLYHU SURGXFWV WR FRXQWULHV ZKHUH W
FRXQWULHYV ZKHUH WKH\ XWLOL]JH WKLUG SDUW\ VXEFRQWUDFWRUYV RU ZDUH
IURP SURGXFWV VKLSSHG WR FXVWRPHU ORFDWLRQV RXWVLGH WKH 8QLWHG

$ VXEVWDQWLDO SRUWLRQ RI RXU7RSEDQ WALRIY\D DRBKFR\YE B 6 WKICQDDRGG ,QC
PDQ\ RI RXU FXVWRPHUV VXSSOLHUV DQG YHQGRUV DOVR RSHUDWH LQWHU
FKDLQ Rl WKH WHFKQRORJ\ LQGXVWU\ DUH VXEMHFW WR D QXPEHU RI ULVNV
YDULRXV JRYHUQPHQWY DFURVV RXU JOREDO RSHUDWLRQV DQG VXSSO\ FKD
DFWLRQV IURP &KLQD FRXOG LPSDFW 7DLZDQ DQG LWV HFRQRP\ DQG PD\ DG
FXVWRPHUV DQG WKH WHFKQRORJ\ LQGXVWU\ VXSSO\ FKDLQ ,Q DGGLWLRQ

$PHULFDQ ILUPV IURP VHOOLQJ SURGXFWV DQG VRIWZDUH WR FHUWDLQ RI R
EDQV RU RWKHU UHVWULFWLRQV RQ VDOHV WR RQH RU PRUH RI RXU VLJQLIL
RXU FRPSHWLWRUV IURP VHOOLQJ VLPLODU SURGXFWV WR RXU FXVWRPHUYV

VKDUH (YHQ ZKHQ VXFK UHVWULFWLRQV DUH OLIWHG ILQDQFLDO RU RWKHU
ZLWK UHVSHFW WR RXU FXVWRPHUV FRXOG KDYH D FRQWLQXLQJ QHJDWLYH |
RSHUDWLRQV DQG ZH PD\ QRW EH DEOH WR UHFRYHU DQ\ FXVWRPHUV RU PD
UHVWULFWLRQV

2XU LQWHUQDWLRQDO VDOHY DQG RSHUDWLRQV DUH VXEMHFW WR D YDULHW

a4 H[SRUW DQG LPSRUW GXWLHV FKDQJHV WR LPSRUW DQG H[SRUW UHJXC
DQG UHVWULFWLRQV RQ WKH WUDQVIHU RI IXQGV LQFOXGLQJ FXUUHQF
WKH DPRXQW DQG WLPLQJ RI SD\PHQWV IURP FHUWDLQ RI RXU FXVWRPF

a LPSRVLWLRQ RI EDQV RQ VDOHV RI JRRGV RU VHUYLFHV WR RQH RU PRL

4 SXEOLF KHDOWK LVVXHV IRU H[DPSOH DQ RXWEUHDN RI D FRQWDJLRX\
5HVSLUDWRU\ 6\QGURPH U6$56 &R90U DYLDQ DQG VZLQH LQIOXHQ]D P!

a4 FRPSOLDQFH ZLWK 8 6 DQG LQWHUQDWLRQDO ODZV LQYROYLQJ LQWHU
3UDFWLFHV $FW RI DV DPHQGHG H[SRUW DQG LPSRUW ODZV DQG V

a WKHIW RI LQWHOOHFWXDO SURSHUW\

4 SROLWLFDO DQG HFRQRPLF LQVWDELOLW\ LQFOXGLQJ WKH HIIHFWV RI

a JRYHUQPHQW DFWLRQV RU FLYLO XQUHVW SUHYHQWLQJ WKH IORZ RI SU
REWDLQLQJ SURGXFWV FDQFHOODWLRQ RI RUGHUV RU ORVV RU GDPDJ

a4 SUREOHPV ZLWK WKH WUDQVSRUWDWLRQ RU GHOLYHU\ Rl SURGXFWV

a4 LVVXHV DULVLQJ IURP FXOWXUDO RU ODQJXDJH GLIIHUHQFHY DQG ODER



ORQJHU SD\PHQW F\FOHV DQG JUHDWHU GLIILFXOW\ LQ FROOHFWLQJ DF
FRPSOLDQFH ZLWK WUDGH WHFKQLFDO VWDQGDUGY DQG RWKHU ODZV
FRQWUDFWXDO DQG UHJXODWRU\ OLPLWDWLRQV RQ WKH DELOLW\ WR P
GLVUXSWLRQV WR PDOQXIDFWXULQJ RU S5 ' DFWLYLWLHY DV D UHVXOW RI
FKDQJHV LQ HFRQRPLF SROLFLHV RI IRUHLJQ JRYHUQPHQWYVY DQG

GLIILFXOWLHYVY LQ VWDIILQJ DQG PDQDJIJLQJ LOQOWHUQDWLRQDO RSHUDWLF

g); g); g); g); g); g);

. ZH RU RXU FXVWRPHUV VXSSOLHUV RU YHQGRUV DUH LPSDFWHG E\ DQ\ R
HITHFW RQ RXU EXVLQHVV UHVXOWY RI RSHUDWLRQV RU ILQDQFLDO FRQGLYV

2XU EXVLQHVV UHVXOWY RI RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ FRXOC
DYDLODELOLW\ DQG TXDOLW\ RI PDWHULDOV VXISKOQE8WQPQ R (FWXILWIGOS B UX\W
SURYLGHUYV

2XU VXSSO\ FKDLQ DQG RSHUDWLRQV DUH GHSHQGHQW RQ WKH DYDLODELOL
XVH RI WKLUG SDUWLHV WR SURYLGH XV ZLWK FRPSRQHQWY DQG VHUYLFHYV

RXU PDWHULDOV DQG VHUYLFHV +RZHYHU RQO\ D OLPLWHG QXPEHU RI VXS
DQG VHUYLFHVY WKDW PHHW RXU VWDQGDUGY DQG LQ VRPH FDVHV PDWHULLIL
VLQJOH RU VROH VRXUFH 9DULRXV IDFWRUV FRXOG LPSDFW WKH DYDLODELC
VLOLFRQ ZDIHUV JDVHV SKRWRUHVLVW FRQWUROOHUV VXEVWUDWHY OHD
JODVVY EODQNV 6KRUWDJHV RU LQFUHDVHY LQ OHDG WLPHV KDYH RFFXUUHG
VRPH PDWHULDOV DQG FRPSRQHQWY DQG PD\ RFFXU IURP WLPH WR WLPH LC
FRQVWUDLQWY ZLWKLQ RXU VXSSO\ FKDLQ IRU FHUWDLQ ,& FRPSRQHQWYV PD
WHUP ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU EXVLQHVYV

2XU PDOQXIDFWXULQJ SURFHVVHY DUH DOVR GHSHQGHQW RQ RXU UHODWLRQ\
DQDORJ LQWHJUDWHG FLUFXLWY DQG RWKHU FRPSRQHQWY XVHG LQ VRPH R
IRXQGULHVY DVVHPEO\ DQG WHVW SURYLGHUV FRQWUDFW PDQXIDFWXUHUV

$OWKRXJIK ZH KDYH FHUWDLQ ORQJ WHUP FRQWUDFWYV ZLWK VRPH RI RXU VX
ORQJ WHUP FDSDFLW\ FRPPLWPHQWY 7R WKH H[WHQW ZH GR QRW KDYH ILUP
D VSHFLILF WLPH SHULRG RU IRU DQ\ VSHFLILF FDSDFLW\ DQG RU TXDQWLW\
FXVWRPHUV DQG FDSDFLW\ DQG RU PDWHULDOV PD\ QRW EH DYDLODEOH ZKH
PHOWLRQHG LQ WKH SUHFHGLQJ SDUDJUDSK ZH DUH FXUUHQWO\ HI[SHULHQF
,& FRPSRQHQWY ,QIODWLRQDU\ SUHVVXUHY DQG VKRUWDJHYVY VXFK DV WKRV
LOQFUHDVH FRVWYV IRU PDWHULDOV VXSSOLHV DQG VHUYLFHV 5HJDUGOHVYV
HIFHHG RXU FRQWUDFWHG VXSSO\ DQG RU RXU VXSSOLHUVx FDSDFLW\ WR Pt
RI sbuwyvy PDWHULDOV RU FDSDFLW\ QHHGHG WR PDQXIDFWXUH RXU SURGX|

&HUWDLQ PDWHULDOV DUH SULPDULO\ DYDLODEOH LQ D OLPLWHG QXPEHU RI
DQG PHWDOV DYDLODEOH SULPDULO\ IURP &KLQD 7UDGH GLVSXWHV RU RWK
SXEOLF KHDOWK LVVXHV VXFK DV &29,' PD\ OLPLW RXU DELOLW\ WR REWTL
RWKHU PDWHULDOV DUH JHQHUDOO\ DYDLODEOH IURP PXOWLSOH VXSSOLHU\
PDWHULDOV ,l &KLQD ZHUH WR UHVWULFW RU VWRS H[SRUWLQJ WKHVH PDW
EH FRQVWUDLQHG DQG ZH PD\ EH XQDEOH WR REWDLQ VXIILFLHQW TXDQWLW
FRPPHUFLDOO\ UHDVRQDEOH FRVW &RQVWUDLQHG VXSSO\ RI UDUH HDUWK F
DELOLW\ WR PDQXIDFWXUH FHUWDLQ RI RXU SURGXFWY DQG PDNH LW GLIILF
VHPLFRQGXFWRU PHPRU\ PDQXIDFWXUHUV ZKR DUH DEOH WR REWDLQ VXIILF

‘H DQG RU RXU VXSSOLHUV DQG VHUYLFH SURYLGHUV FRXOG EH DIIHFWHG E\
ZHOO DV ODbZV DQG UHIJXODWLRQVY HQDFWHG LQ UHVSRQVH WR FRQFHUQV UH
UHVSRQVLEOH VRXUFLQJ SUDFWLFHY SXEOLF KHDOWK FULVHV FRQWDJLRXYV
OLPLW WKH VXSSO\ RI RXU PDWHULDOV DQG RU LQFUHDVH WKH FRVW (QYLU
RU XVH FHUWDLQ FKHPLFDOV RU PDWHULDOV LQ RXU RSHUDWLRQV RU SURG?’
FRXOG GHOD\ RXU UHFHLSW RI PDWHULDOV /HDG WLPHV IRU WKH VXSSO\ RI
DELOLW\ WR SURFXUH FRPSRQHQWYV WR UHSDLU HTXLSPHQW HVVHQWLDO IRL
QHIJDWLYHO\ LPSDFWHG E\ YDULRXV UHVWULFWLRQV RU GLVUXSWLRQV LQ VX
VXSSO\ RI PDWHULDOV FRPSRQHQWY RU VHUYLFHV RU WKH H[WHQVLRQ RI
HITHFW RQ RXU EXVLQHVV UHVXOWY RI RSHUDWLRQV RU ILQDQFLDO FRQGLYV



WR WKHLU VXSSOLHVY PDWHULDOV FRPSRQHQWYV RU VHUYLFHV RU WKH H[W
RUDOWHU WKH WLPLQJ RI WKHLU SXUFKDVHV ZLWK XV )J)RU H[DPSOH FXUUH
PHPRU\ DQG VWRUDJH SXUFKDVHVY GXH WR VKRUWDJHYV RI QRQ PHPRU\ FRPSF
EXLOGY 5HGXFWLRQ FDQFHOODWLRQ RU DOWHUDWLRQ RI WKH WLPLQJ RI F
HITHFW RQ RXU EXVLQHVV UHVXOWY RI RSHUDWLRQV RU ILQDQFLDO FRQGLYV

2XU RSHUDWLRQV DUH GHSHQGHQW RQ RXU DELOLW\ WR SURFXUH DGYDQFHC
HQDEOHY WKH WUDQVLWLRQ WR ORZHU FRVW PDQXIDFWXULQJ SURFHVVHV )
SKRWROLWKRJUDSK\ WRROV ZH DUH VRPHWLPHVY GHSHQGHQW RQ D VLQJOH
GLIILFXOWLHV LQ REWDLQLQJ VRPH HTXLSPHQW RQ D WLPHO\ EDVLV GXH WR
HTXLSPHQW RQ D WLPHO\ EDVLV FRXOG DGYHUVHO\ DIIHFW RXU DELOLW\ WR
SURFHVVHV DQG UHGXFH RXU FRVWV 'HOD\V LQ REWDLQLQJ HTXLSPHQW FRX
QHZ IDFLOLWLHV DQG FRXOG LQFUHDVH RXU RYHUDOO FRVWV RI D UDPS 2XlL
PDQXIDFWXULQJ HTXLSPHQW LQ D WLPHO\ PDQQHU FRXOG KDYH D PDWHULDG
RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ

2XU FRQVWUXFWLRQ SURMHFWY WR H[SDQG SURGXFWLRQ DQG 5 " FDSDFLW\
ODERU PDWHULDOV HTXLSPHQW DQG VHUYLFHV ,QFUHDVLQJ GHPDQG VXS
FROQGLWLRQV FRXOG UHVXOW LQ LQFUHDVLQJ VKRUWDJHY DQG KLJKHU FRVW
UHVRXUFHVY FRXOG UHVXOW LQ VLJQLILFDQW GHOD\V LQ FRPSOHWLRQ RI RXLl
FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU EXVLQHVV UHVXOWYV RI |

2XU LQDELOLW\ WR VRXUFH PDWHULDOV VXSSOLHV FDSLWDO HTXLSPHQW F
SURGXFWLRQ RXWSXW DQG RXU DELOLW\ WR IXOILOO FXVWRPHU GHPDQG 6L
KDOW FXVWRPHU PDQXIDFWXULQJ DQG GDPDJH RXU UHODWLRQVKLSV ZLWK W
DXWRPRWLYH PDQXIDFWXUHUV KDYH H[SHULHQFHG VKRUWDJHV Rl QRQ PHPR
RWKHU VXSSOLHUV IRUFLQJ D FXUWDLOPHQW Rl SURGXFWLRQ OLQHV $Q\ G|
VKRUWDJH RI RXU SURGXFWV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ
FRQGLWLRQ

1HZ SURGXFW DQG PDUNHW GHYHORSPHQW PD\ EH XQVXFFHVVIXO

‘H DUH GHYHORSLQJ QHZ SURGXFWYVY LQFOXGLQJ VA\VWHP OHYHO PHPRU\ DQG
FRPSOHPHQW RXU WUDGLWLRQDO SURGXFWV RU OHYHUDJH WKHLU XQGHUO\I
VLIQLILFDQW LQYHVWPHQWY LQ SURGXFW DQG SURFHVV WHFKQRORJ\ DQG D
VHPLFRQGXFWRU SURGXFW DQG VI\VWHP OHYHO VROXWLRQ GHYHORSPHQW R’
LQFUHDVLQJO\ GLITHUHQWLDWLQJ RXU SURGXFWY DQG VROXWLRQV WR PHHW
LQFUHDVHV RXU UHOLDQFH RQ RXU FXVWRPHUVx DELOLW\ WR DFFXUDWHO\ |
$V D UHVXOW RXU SURGXFW GHPDQG IRUHFDVWY PD\ EH LPSDFWHG VLJQLILI

W LV LPSRUWDQW WKDW ZH GHOLYHU SURGXFWV LQ D WLPHO\ PDQQHU ZLWK
WKH WLPH RXU FXVWRPHUV DUH GHVLJQLQJ DQG HYDOXDWLQJ VDPSOHV IRU
GHVLJQ VFKHGXOHV RXU FXVWRPHUV PD\ H[FOXGH XV IURP IXUWKHU FRQVLC
SURFHVV WR GHYHORS QHZ SURG XF WD GYHTQXFHG VXXQU5 WIRRRGUBFEIR@AYHV (DIMGHU H O L
RIWHQ ZHOO LQ DGYDQFH RI D SODQQHG UDRHRL SURBYIF WX B FXVQVRBBHY W
HIITHFWV Rl WKH SXEOLF KHDOWK FULVLV FDXVHG E\ WKH &29," SDQGHPLF O
&29," xV VSUHDG KDV QHJDWLYHO\ LPSDFWHG DQG FRXOG LQ WKH IXWXUH
DQWLFLSDWHG WLPHOLQHYV DQG RU H[SHFWHG RU UHTXLUHG TXDOLW\ VWDQ(
SURGXFWV ,Q DGGLWLRQ VRPH RI RXU FRPSRQHQWYV KDYH ORQJ OHDG WLPF
DGYDQFH RI DQWLFLSDWHG GHPDQG 6XFK ORQJ OHDG WLP HRMVVLDQFH\H D @ HW\K K
HYHQW RXU IRUHFDVWYV YDU\ VXEVWDQWLDOO\ IURP DFWXDO GHPDQG 7KHUF

RXU SURGXFW GHYHORSPHQW HIIRUWYV ZLOO EH VXFFHVVIXO

ZH ZLOO EH DEOH WR FRVW HIIHFWLYHO\ PDQXIDFWXUH QHZ SURGXFWYV
ZH ZLOO EH DEOH WR VXFFHVVIXOO\ PDUNHW WKHVH SURGXFWYV

ZH ZLOO EH DEOH WR HVWDEOLVK RU PDLQWDLQ NH\ UHODWLRQVKLSV Z
IURP ZRUNLQJ ZLWK FHUWDLQ FXVWRPHUV IRU VSHFLILF FKLS VHW RU (

QO Q-



a ZH ZLOO EH DEOH WR LQWURGXFH QHZ SURGXFWY LQWR WKH PDUNHW D
EDVLV RU
a PDUJLQV JHQHUDWHG IURP VDOHV RI WKHVH SURGXFWY ZLOO DOORZ XV

2XU XQVXFFHVVIXO HIITRUWV WR GHYHORS QHZ SURGXFWY DQG VROXWLRQV F
EXVLQHVV UHVXOWV RI RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ

,QFUHDVHYV LQ VDOHV RI VA\VWHP VROXWLRQV PD\ LQFUHDVH RXU GHSHQGHQF
FRVWY WR GHYHORS DQG TXDOLI\ RXU VIVWHP VROXWLRQV

2XU GHYHORSPHQW RI VI\VWHP OHYHO PHPRU\ DQG VWRUDJH SURGXFWV LV G
DQG PHHWLQJ RXU FXVWRPHUVx VSHFLILFDWLRQV IRU WKRVH SURGXFWYV "H)
ZLWK VSHFLILFDWLRQV XQLTXH WR D FXVWRPHU LQFUHDVHYV RXU UHOLDQFH
VXIILFLHQW YROXPHYVY DQG SULFHV LQ D WLPHO\ PDQQHU ,1 ZH IDLO WR LGHC
WKDW FRPSO\ ZLWK RXU FXVWRPHUVXx VSHFLILFDWLRQV RU DFKLHYH GHVLJQ
VLIQLILFDQW DGYHUVH LPSDFW RQ RXU UHYHQXH DQG PDUJLQV (YHQ LI RXU
VDOHV RI VIVWHP OHYHO VROXWLRQV DUH GHSHQGHQW XSRQ RXU FXVWRPHU
FRPSHWLWRUV DQG SXUFKDVLQJ RXU SURGXFWYV DW VXIILFLHQW YROXPHYV D(
FRVWO\ SURYLGH EHWWHU SHUIRUPDQFH RU LQFOXGH DGGLWLRQDO IHDWX!|
DELOLW\ WR VHOO V\VWHP OHYHO PHPRU\ DQG VWRUDJH SURGXFWYV LV UHOL
VHOO WKHLU SURGXFWYV FRQWDLQLQJ RXU VIVWHP OHYHO VROXWLRQV DW V>
WR VXFFHVVIXOO\ GHYHORS DQG PDUNHW VI\VWHP OHYHO SURGXFWV RXU EX
PD\ EH PDWHULDOO\ DGYHUVHO\ DIIHFWHG

(YHQ LI ZH DUH VXFFHVVIXO LQ VHOOLQJ VA\IVWHP OHYHO VROXWLRQV WR RXL
WR JHQHUDWH VXIILFLHQW SURILW LI RXU SHU XQLW PDQXIDFWXULQJ FRVWYV
VIVWHP OHYHO VROXWLRQV WR FXVWRPHU VSHFLILFDWLRQV UHTXLUHV D OR
SURGXFWV WR GHVLJQ WHVW DQG TXDOLI\ ZKLFK PD\ LQFUHDVH RXU FRVW
GHSHQGHQW RQ VRSKLVWLFDWHG ILUPZDUH WKDW PD\ UHTXLUH VLJQLILFDQ\
ZKLFK LQFUHDVHY RXU FRVWYV DQG WH AP WRHMIZU W IR WK BEIAN RVIRXIQD @@Q\G KD UG
GHVLJQ DV ZHOO DRWIRBUYHOMRSDQHZ ILUPZDUH DV D UHVXOW RI QHZ SURGXF\
FXVWRPHU VSHFLILFDWLRQV DQG RU LQGXVWU\ VWDQGDUGY ZKLFK LQFUHD\
ZDUUDQWLHYV IRU VIVWHP OHYHO SURGXFWV FRXOG DOVR LQFUHDVH RXU ZDLl
PDOQXIDFWXUH VA\VWHP OHYHO VROXWLRQV DQG RRRZ BRE W WREPE DY PROMWGIAD BB
LQ UHGXFHG GHPDQG IRU RXU VAIVWHP OHYHO SURGXFWY DQG FRXOG KDYH D
RI RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ

SBURGXFWV WKDW IDLO WR PHHW VSHFLILFDWLRQV DUH GHIHFWLYH RU WKD\
FRXOG LPSRVH VLIQLILFDQW FRVWYV RQ XV

URGXFWYVY WKDW GR QRW PHHW VSHFLILFDWLRQV RU WKDW FRQWDLQ RU DU
WKDW DUH RWKHUZLVH LQFRPSDWLEOH ZLWK HQG XVHV FRXOG LPSRVH VLJQ
DILTHFW RXU EXVLQHVV UHVXOWYV RI RSHUDWLRQV RU ILQDQFLDO FRQGLWLR
QROQFRQIRUPLQJ GHIHFWLYH RU LQFRPSDWLEOH SURGXFWYV DIWHU ZH KDYH
KDYH IXUWKHU GLYHUVLILHG DQG H[SDQGHG RXU SURGXFW RIIHULQJV ZKLFk
PRUH RI RXU SURGXFWV FRXOG IDLO WR PHHW VSHFLILFDWLRQV LQ D SDUWL
GHHPHG IXOO\ RU SDUWLDOO\ UHVSRQVLEOH IRU IXQFWLRQDOLW\ LQ RXU FX
RI SURGXFW RU ILQDQFLDO OLDELOLW\ IURP RXU FXVWRPHUV WR XV IRU FRV
FXVWRPHUVx SURGXFWYV IDLOLQJ WR SHUIRUP DV VSHFLILHG ,Q DGGLWLRQ
IXQFWLRQV LQ RXU FXVWRPHUVx SURGXFWYV RU DUH XVHG LQ KLJK ULVN FRQ
DVVLVWDQFH SURJUDPV KRPH DQG HQWHUSULVH VHFXULW\ VPRNH DQG QR
HTXLSPHQW RU ZHDUDEOHV IRU FKLOG DQG HOGHUO\ VDIHW\ RXU SRWHQWL
DIIHFWHG LQ VHYHUDO ZD\V LQFOXGLQJ WKH IROORZLQJ

a ZH PD\ EH UHTXLUHG RU DJUHH WR FRPSHQVDWH FXVWRPHUV IRU FRVW)
RULQFRPSDWLEOH SURGXFWY DQG WR UHSODFH SURGXFWYV

a ZH FRXOG LQFXU D GHFUHDVH LQ UHYHQXH RU DGMXVWPHQW WR SULFL(
VXFK FRVWY RU DOOHJHG GDPDJHV DQG



a ZH PD\ HQFRXQWHU DGYHUVH SXEOLFLW\ ZKLFK FRXOG FDXVH D GHFUH
UHSXWDWLRQ RU UHODWLRQVKLSY ZLWK H[LVWLQJ RU SRWHQWLDO FXV!

$Q\ Rl WKH IRUHJRLQJ LWHPV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ
FRQGLWLRQ

, ] RXU PDQXIDFWXULQJ SURFHVV LV GLVUXSWHG E\ RSHUDWLRQDO LVVXHV C(
EXVLQHVV UHVXOWV RI RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ FRXOG EH

‘H DQG RXU VXEFRQWUDFWRUV PDQXIDFWXUH SURGXFWV XVLQJ KLJKO\ FRPS
DGYDQFHG HTXLSPHQW DQG FRQWLQXRXV PRGLILFDWLRQ WR LPSURYH \LHOC
PDOQXIDFWXULQJ SURFHVV RU WKH HITHFWV IURP D VKLIW LQ SURGXFW PL[ FC
LOQFUHDVH RXU SHU JLJDELW PDQXIDFWXULQJ FRVWYV ‘H DQG RXU VXEFRQWU
LPSOHPHQW QHZ SURGXFW DQG SURFHVV WHFKQRORJ\ DW PDQXIDFWXULQJ I
ORFDWLRQV LQ VHYHUDO FRXQWULHYVY LQFOXGLQJ WKH 8QLWHG 6WDWHV 6LQ
UHVXOW RI WKH QHFHVVDU\ LQWHUGHSHQGHQFH ZLWKLQ RXU QHWZRUN RI P
RQH RI RXU RU D VXEFRQWUDFWRUXxV IDFLOLWLHYV PD\ KDYH D GLVSURSRUWL
SURGXFWYV

JURP WLPH WR WLPH WKHUH KDYH EHHQ GLVUXSWLRQV LQ RXU PDQXIDFWXU
LPSURSHUO\ IXQFWLRQLQJ HTXLSPHQW GLVUXSWLRQV LQ VXSSO\ RI UDZ PD\
KDYH PDQXIDFWXULQJ DQG RWKHU RSHUDWLRQV LQ ORFDWLRQV VXEMHFW W
VXFK DV VHYHUH DQG YDULDEOH ZHDWKHU DQG JHRORJLFDO HYHQWY LQFOX
RFFXUUHQFHYV WHHADMZWRHGURXJIKW WKDW FRXOG GLVUXSW RSHUDWLRQV

GLVUXSWLRQV WR RXU RU RXU VXSSOLHUVx RU FXVWRPHUVx PDQXIDFWXULQ
DOVR KDYH RSHUDWLRQV LQ VXFK ORFDWLRQV 2WKHU HYHQWYV LQFOXGLQJ
RI FRQWDJLRXYVY GLVHDVHY OLNH &29,' 6556 &R9 DYLDQ DQG VZLQH LQIOXF
RXU SURGXFWLRQ FDSDELOLWLHY RU WKDW RI RXU VXSSOLHUV LQFOXGLQJ |
IDFLOLWLHY ODFN RI VXSSOLHV RU GHOD\V FDXWRHMGHED RSIDHW URKWORQE RQ \
UHVSRQVH WR LQFUHDVLQJ SRVLWLYH FDVHV RI &29,' LQ -RKRU 6WDWH 0D
RXU OXDU IDFLOLW\ ZKLFK UHGXFHG RXWSXW OHYHOV IURP WKDMW) IDFLOLW\
DGGLWLRQ FOLPDWH FKDQJH PD\ SRVH SK\VLFDO ULVNV WR RXU PDQXIDFWX
LQFUHDVHG H[WUHPH ZHDWKHU HYHQWY WKDW FRXOG UHVXOW LQ VXSSO\ GF
RFFXUUHG IURP WLPH WR WLPH DQG PD\ RFFXU LQ WKH IXWXUH $V D UHVXO\
LQVXUDQFH SUHPLXPV PD\ LQFUHDVH RU ZH PD\ QRW EH DEOH WR IXOO\ UHF

, ] SURGXFWLRQ LV GLVUXSWHG IRU DQ\ UHDVRQ PDQXIDFWXULQJ \LHOGV PD
PHHW RXU FXVWRPHUVx UHTXLUHPHQWY DQG WKH\ PD\ SXUFKDVH SURGXFWYV
VLIQLILFDQW LQFUHDVH LQ PDQXIDFWXULQJ FRVWYV ORVV RI UHYHQXH RU G
FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU EXVLQHVV UHVXOWYV RI |

%UHDFKHV RI RXU VHFXULW\ VIVWHPV RU WKRVH RI RXU FXVWRPHUV VXSSO
XV WR ORVVHV

‘H PDLQWDLQ D VIVWHP RI FRQWUROV RYHU WKH SK\WVLFDO VHFXULW\ RI RXU
SURSULHWDU\ LQIRUPDWLRQ DQG VHQVLWLYH RU FRQILGHQWLDO GDWD UHOI
DQG WUDQVPLW ODUJH DPRXQWYV RI GDWD UHODWLQJ WR RXU FXVWRPHUYV D
LQIRUPDWLRQ 8QDXWKRUL]JHG SHUVRQV RU HPSOR\HHV PD\ JDLQ DFFHVV WR
VHFUHWYV RU RWKHU SURSULHWDU\ LQIRUPDWLRQ FRPSURPLVH FRQILGHQWL
VKXWGRZQV LQFOXGLQJ WKURXJK F\EHUDWWDFNV 7KHVH SDUWLHV PD\ DOV
DQG RWKHU PDOLFLRXV VRIWZDUH SURJUDPV WKDW GLVUXSW RXU RSHUDWLF
RXU SK\WVLFDO VHFXULW\ DWWDFNV RQ RXU QHWZRUN V\VWHPV RU EUHDFKH
EXVLQHVYV SDUWQHUYVY ZKR KDYH FRQILGHQWLDO RU VHQVLWLYH LQIRUPDWLR
FRXOG UHVXOW LQ VLIJQLILFDQW ORVVHV DQG GDPDJH RXU UHSXWDWLRQ ZL\
OLWLIDWLRQ LI WKH FRQILGHQWLDO LQIRUPDWLRQ RI RXU FXVWRPHUV VXSE¢
FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU EXVLQHVV UHVXOWYV RI |



‘H PXVW DWWUDFW UHWDLQ DQG PRWLYDWH KLJKO\ VNLOOHG HPSOR\HHYV

7JRUHPDLQ FRPSHWLWLYH ZH PXVW DWWUDFW UHWDLQ DQG PRWLYDWH H[HF
DV ZHOO DV HIIHFWLYHO\ PDQDJH RU SODQ IRU VXFFHVVLRQ IRU NH\ HPSOR\|
RXU LQGXVWU\ FRQWLQXHV WR EH LQW HIQMH X WYL BIQG LQHHWM DVADQOMWOMF KO 6 D
UHSUHVHQWDWLYHV DQ& RWKWUFBPSWR\RXY EXVLQHVV ,I RWKHU HPSOR\HU
JUHDWHU GHJUHH RI ZRUNSODFH IOH[LELOLW\ RU RWKHU HPSOR\PHQW EHQH
GLIILFXOW\ LQ DWWUDFWLQJ UHWDLQLQJ DQG PRWLYDWLQJ WKH HPSOR\HH
DWWUDFW UHWDLQ DQG PRWLYDWH H[HFXWLYHVY DQG RWKHU HPSOR\HHV RL
HPSOR\HHV PD\ LQKLELW RXU DELOLW\ WR PDLQWDLQ RU H[SDQG RXU EXVLQ
WKDW DOO 8 6 HPSOR\HHV DQG LQ DGGLWLRQ FRQWUDFWRUV WKDW HQWH L
YDFFLQDWHG DJDLQVW &29," VXEMHFW WR GLVDELOLW\ DQG UHOLJLRXV H
RI ZRUNLQJ IRU XV ZKLFK FRXOG UHVXOW LQ LQFUHDVHG DWWULWLRQ ORV\
SRWHQWLDOO\ UHVXOWLQJ LQ EXVLQHVV GLVUXSWLRQV RU LQFUHDVHG H[SH
WR LPPLJUDWLRQ SROLFLHV LQ WKH QXPHURXV FRXQWULHV LQ ZKLFK ZH RS}
UHVWULFWLRQV RQ JOREDO WUDYHO DV D UHVXOW Rl ORFDO RU JOREDO SXE
SUHFDXWLRQV WR OLPLW H[SRVXUH WR LQIHFWLRXV GLVHDVHV PD\ OLPLW R
WDOHQW WR VSHFLILF ORFDWLRQV ,I RXU WRWDO FRPSHQVDWLRQ SURJUDP
FRPSHWLWLYH DQG LQFOXVLYH RXU DELOLW\ WR DWWUDFW UHWDLQ DQG P
KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU EXVLQHVV UHVXOWV Rl RSHUDW

2XU LQFHQWLYHV IURPHYDRPHRMMNVFRQGLWLRQDO XSRQ DFKLHYLQJ RU PDLQWD
SHUIRUPDQFH REOLJDWLRQV DQG DUH VXEMHFW WR UHGXFWLRQ WHUPLQDW

‘H KDYH UHFHLYHG DQG PD\ LQ WKH IXWXUH FRQWLQXH WR UHFHLYH EHQHI
JRYHUQPHQWY LQ YDULRXV UHJLRQV RI WKH ZRUOG GHVLIJQHG WR HQFRXUD.
LOQOYHVWPHQW ZRUNIRUFH RU SURGXFWLRQ LQ WKRVH UHJLRQV 7KHVH LQFF
ORDQ VXEVLGLHVY DQG WD[ DUUDQJHPHQWY DQG W\SLFDOO\ UHTXLUH XV WF
FDSLWDO VSHQGLQJ HPSOR\PHQW WHFKQRORJ\ GHSOR\PHQW RU UHVHDUFK
LQFHQWLYHYV :‘H PD\ EH XQDEOH WR REWDLQ VLJQLILFDQW IXWXUH LQFHQWL
HISHQGLWXUHYVY DQG RSHUDWLQJ FRVWV ZLWKRXW ZKLFK RXU FRVW VWUXFW
JXDUDQWHH WKDW ZH ZLOO VXFFHVVIXOO\ DFKLHYH SHUIRUPDQFH REOLJDWL
WKH JUDQWLQJ DIHQFLHY ZLOO SURYLGH VXFK IXQGLQJ 7KHVH LQFHQWLYH
DIHQFLHV ZLWK ULJKWV WR DXGLW RXU FRPSOLDQFH ZLWK WKHLU WHUPV DC
PRGLILFDWLRQV WR RU WHUPLQDWLRQ RI WKH DSSOLFDEOH LQFHQWLYH SU
UHGXFWLRQ WHUPLQDWLRQ RU FODZEDFN DQG DQ\ GHFUHDVH RU FODZEDF
DGYHUVH HIIHFW RQ RXU EXVLQHVV UHVXOWYV RI RSHUDWLRQV RU ILQDQFLLEL

:H PD\ PDNH IXWXUH DFTXLVLWLRQV DQG RU DOOLDQFHYV ZKLFK LQYROYH QX

$FTXLVLWLRQV DQG WKH IRUPDWLRQ RU RSHUDWLRQ RI DOOLDQFHV VXFK D\
LOYROYH QXPHURXYVY ULVNV LQFOXGLQJ WKH IROORZLQJ

a LQWHJUDWLQJ WKH RSHUDWLRQV WHFKQRORJLHV DQG SURGXFWV RI D

RSHUDWLRQV

LQFUHDVLQJ FDSLWDO H[SHQGLWXUHY WR XSJUDGH DQG PDLQWDLQ IDF

LOQFUHDVHG GHEW OHYHOV

WKH DVVXPSWLRQ RI XQNQRZQ RU XQGHUHVWLPDWHG OLDELOLWLHV

WKH XVH RI FDVK WR ILQDQFH D WUDQVDFWLRQ ZKLFK PD\ UHGXFH WKF

FDSLWDO H[SHQGLWXUHV 5" H[SHQGLWXUHV DQG RWKHU EXVLQHVV DF

GLYHUWLQJ PDQDJHPHQWxV DWWHQWLRQ IURP GDLO\ RSHUDWLRQV

a PDQDJLQJ ODUJHU RU PRUH FRPSOH[ RSHUDWLRQV DQG IDFLOLWLHYV DQ
JHRJUDSKLF DUHDV

a KLULQJ DQG UHWDLQLQJ NH\ HPSOR\HHV

a UHTXLUHPHQWY LPSRVHG E\ JRYHUQPHQW DXWKRULWLHYV LQ FRQQHFWL
ZKLFK PD\ LQFOXGH DPRQJ RWKHU WKLQJV GLYHVWLWXUHV RU UHVWU
DFTXLUHG EXVLQHVYV

a LQDELOLW\ WR UHDOL]H VIQHUJLHVY RU RWKHU H[SHFWHG EHQHILWYV

m; m; m; m;



a IDLOXUH WR PDLQWDLQ FXVWRPHU YHQGRU DQG RWKHU UHODWLRQVKL

a LOQDGHTXDF\ RU LQHIIHFWLYHQHVYV RI DQ DFTXLUHG FRPSDQ\xV LQWHUQ
SURFHGXUHYVY FRPSOLDQFH SURJUDPV DQG RU HQYLURQPHQWDO KHDO
UHVRXUFH RU RWKHU SROLFLHV RU SUDFWLFHVY DQG

a LPSDLUPHQW RI DFTXLUHG LQWDQJLEOH DVVHWYV JRRGZLOO RU RWKHU
FRQGLWLRQV WHFKQRORJLFDO DGYDQFHPHQWY RU ZRUVH WKDQ H[SHF

7KH JOREDO PHPRU\ DQG VWRUDJH LQGXVWU\ KDV H[SHULHQFHG FRQVROLGD
HQJDJH IURP WLPH WR WLPH LQ GLVFXVVLRQV UHJDUGLQJ SRWHQWLDO DFT
DUH VXFFHVVIXO LQ FRPSOHWLQJ DQ\ VXFK WUDQVDFWLRQV ZH FRXOG EH V.
LQFOXGLQJ WKH ULVNV SHUWDLQLQJ WR IXQGLQJ DVVXPSWLRQ RI OLDELOLV
PD\ DFFRPSDQ\ VXFK WUDQVDFWLRQV $FTXLVLWLRQV RI RU DOOLDQFHV ZLW
PD\ QRW EH VXFFHVVIXO DQG FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ
FRQGLWLRQ

‘H PD\ LQFXU UHVWUXFWXULQJ FKDUJHV LQ IXWXUH SHULRGV

JURP WLPH WR WLPH ZH KDYH DQG PD\ LQ WKH IXWXUH HQWHU LQWR UHVW
VWUHDPOLQH RXU RSHUDWLRQV UHVSRQG WR FKDQJHV LQ EXVLQHVV FRQGL
FHQWUDOL]H FHUWDLQ NH\ IXQFWLRQV :H PD\ QRW UHDOL]H H[SHFWHG VDYL
DFWLYLWLHY DQG PD\ LQFXU DGGLWLRQDO UHVWUXFWXUH FKDUJHV RU RWKF
LOQLWLDWLYHV

‘H KDYH FHDVHG GHYHORSPHQW RI ' ;:3RLQW WHFKQRORJ\ DQG RQ -XQH
LQWR D GHILQLWLYH DJUHHPHQW WR VHOO RXU /HKL IDFLGLMUWIPONWK ZDV GH
FRQVLGHUDWPRQ@ARBUH LV QR DVVXUDQFH WKDW ZH ZZQLOQ EIH VB ERHHO W R DRIOR
DW DOO 7KH QHW DVVHWYV DQG OLDELOLWLHV RI WKH /HKL IDFLOLW\ ZHUH F
FRQVLGHUDWLRQ H[SHFWHG WR EH UHDOL]HG RURELXIH. VP BEW: R KDHFIRI QQ] W
TXDUWHU RI DQG FRXOG UHFRJQL]JH DGGLWLRQDO ORVVHV DV D UHVXOW
FORVLQJ GDWH RI WKH WUDQVDFWLRQ 2XU LQDELOLW\ WR FORVH WKH WUDQ
ORVVHV FRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVV UHVXOWV RI RSHUDWLRQ"

,Q FRQQHFWLRQ ZLWK DQ\ UHVWUXFWXUH LQLWLDWLYHV ZH FRXOG LQFXU U
NH\ SHUVRQQHO GLVUXSWLRQV LQ RXU RSHUDWLRQV DQG GLIILFXOWLHV LC
PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV K

&RPSOLDQFHXY*WWRLHU UHVSRQVLEOH VRXDRIGQD Q\HOHODMRHOQWHWNWIXODWLRQV F
RXU RSHUDWLQJ FRVWY RU OLPLW WKH VXSSO\ DQG LQFUHDVH WKH FRVW RI
DQG LI ZH IDLO WR FRPSO\ FXVWRPHUV PD\ UHGXFH SXUFKDVHV IURP XV RU

0DQ\ Rl RXU FXVWRPHUV KDYH DGRSWHG UHVSRQVLEOH VRXUFLQJ SURJUDPV
HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFH HIIRUWYVY WR HQVXUH WKDW RX
VHUYLFHV ZH XVH DQG LQFRUSRUDWH LQWR WKH SURGXFWV ZH VHOO DUH FF
FXVWRPHUV PD\ HOHFW WR GLVTXDOLI\ XV DV D VXSSOLHU RU UHGXFH SXUFk
SHUIRUPDQFH RU SURGXFWV PHHW WKH VSHFLILFDWLRQV RI WKHLU UHVSRQ\
UHTXLUHPHQWY PD\ LQFUHDVH RSHUDWLQJ UHTXLUHPHQWY DQG FRVWV RU O
PDWHULDOV VXSSOLHV DQG VHUYLFHV ZH XVH SDUWLFXODUO\ ZKHQ WKH D
LV FRQFHQWUDWHG WR D OLPLWHG QXPEHU RI VXSSOLHUV )URP WLPH WR W
VRXUFLQJ UHTXLUHPHQWY DQG PD\ EH XQDEOH WR UHSODFH WKHP LQ D WLP
DELOLW\ DQG RU WKH FRVW WR REWDLQ VXIILFLHQW TXDQWLWLHV RI PDWHU
PDQXIDFWXUH RI RXU SURGXFWV 2XU LQDELOLW\ WR FRPSO\ ZLWK FXVWRPH
UHODWHG UHJXODWLRQV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU
FRQGLWLRQ

$ GRZQWXUQ LQ WKH ZRUOGZLGH HFRQRP\ PD\ KDUP RXU EXVLQHVV

7TKH KHDOWK FULVLV FDXVHG E\ &29,' KDV DGYHUVHO\ DIIHFWHG HFRQRPLF
ZRUOGZLGH HFRQRP\ 'RZQWXUQV LQ WKH ZRUOGZLGH HFRQRP\ LQFOXGLQJ '



E\ WKH &29,' SDQGHPLF KDYH DGYHUVHO\ DIIHFWHG RXU EXVLQHVV LQ WKI
GHPDQG IRU GHYLFHV WKDW LQFRUSRUDWH RXU SURGXFWYVY VXFK DV SHUVRC(
VHUYHUV 5HGXFHG GHPDQG IRU WKHVH RU RWKHU SURGXFWYV FRXOG UHVXO
SULFHV DQG SURGXFW VDOHV )XWXUH GRZQWXUQV FRXOG DOVR DGYHUVHO\
FXVWRPHUV RU GLVWULEXWRUY KDYH HOHYDWHG LQYHQWRU\ OHYHOV ZH PL
WHUP GHPDQG DQG RU SULFLQJ IRU RXU SURGXFWYV

$ GHWHULRUDWLRQ RI FRQGLWLRQV LQ ZRUOGZLGH FUHGLW PDUNHWY FRXOC
RSHUDWLRQVY DQG FDSLWDO H[SHQGLWXUHYV ,Q DGGLWLRQ ZH PD\ H[SHULHC
LOYHVWPHQWY GXH WR IDLOXUHYV RI ILQDQFLDO LQVWLWXWLRQV DQG RWKHU
D KLJKHU UDWH RI ORVVHV RQ RXU DFFRXQWY UHFHLYDEOH GXH WR FUHGLW
HFRQRP\ FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU EXVLQHVV UHV

S5LVNV 5 HODWHG WR Y OWHOOHFWXL

H PD\ EH XQDEOH WR SURWHFW RXU LOQWHOOHFWXDO SURSHUW\ RU UHWDLQ
DQG GHYHORS RXU LQWHOOHFWXDO SURSHUW\

H PDLQWDLQ D VIVWHP RI FRQWUROV RYHU RXU LQWHOOHFWXDO SURSHUW\
FRS\ULJKWV WUDGH VHFUHWYV OLFHQVLQJ DUUDQJHPHQWY FRQILGHQWLDO!
HPSOR\HHV FRQVXOWDQWY DQG YHQGRUV DQG D JHQHUDO V\VWHP RI LQWI
RXU LQWHOOHFWXDO SURSHUW\ LW PD\ EH SRVVLEOH IRU RXU FXUUHQW RU
LOOHJDOO\ RU RWKHUZLVH RXU SURGXFW DQG SURFHVV WHFKQRORJ\ RU RW
FRXQWULHV PD\ QRW SURWHFW RXU LQWHOOHFWXDO SURSHUW\ WR WKH VDP
GLVFORVXUH DQG QRQ FRPSHWH DJUHHPHQWY PD\ EH XQHQIRUFHDEOH RU G

$GGLWLRQDOO\ RXU DELOLW\ WR PDLQWDLQ DQG GHYHORS LQWHOOHFWXDO
DQG UHWDLQ KLJKO\ VNLOOHG HPSOR\HHVY *OREDO FRPSHWLWLRQ IRU VXFK
GHFOLQH LQ RXU RSHUDWLQJ UHVXOWY DQG RU VWRFN SULFH PD\ DGYHUVHC
FRPSHQVDWLRQ LV GHSHQGHQW LQ SDUW XSRQ WKH PDUNHW SULFH RI RXU
PHWULFV OHYHOV RI FRPSDQ\ SURILWDELOLW\ RU RWKHU ILQDQFLDO RU FR
HQWUDQWY LQWR RXU LQGXVWU\ DUH VXFFHVVIXO LQ KLULQJ RXU HPSOR\HH
WKHVH HPSOR\HHV JDLQHG ZKLOH WKH\ ZHUH XQGHU RXU HPSOR\PHQW

2XU LQDELOLW\ WR SURWHFW RXU LQWHOOHFWXDO SURSHUW\ RU UHWDLQ Nt}
LQWHOOHFWXDO SURSHUW\ FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ R
FRQGLWLRQ

/HIDO SURFHHGLQJV DQG FODLPV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFV
RU ILQDQFLDO FRQGLWLRQ

JURP WLPH WR WLPH ZH DUH VXEMHFW WR YDULRXY OHJDO SURFHHGLQJV DQ
RXU EXVLQHVV RU RWKHUZLVH ERWK GRPHVWLFDOO\ DQG LQWHUQDWLRQDO
6XSSOHPHQWDU\ 'DWD O 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQW
PHULW FRXOG UHVXOW LQ VLIJQLILFDQW OHJDO IHHV WKDW FRXOG QHJDWLY
DQG UHTXLUH VLJQLILFDQW DWWHQWLRQ IURP RXU PDQDJHPHQW :H PD\ EH |
RU DUELWUDWLRQ GLVSXWHYV DULVLQJ IURP RU DV D UHVXOW RI

a RXU UHODWLRQVKLSYV ZLWK YHQGRUV RU FXVWRPHUV VXSSO\ DJUHHPH(
VXEFRQWUDFWRUV RU EXVLQHVV SDUWQHUYV

a WKH DFWLRQV RI RXU YHQGRUV VXEFRQWUDFWRUV RU EXVLQHVV SDUYV

a RXU LQGHPQLILFDWLRQ REOLJDWLRQV LQFOXGLQJ REOLJDWLRQV WR G
DVVHUWLQJ LQIULQJHPHQW RI FHUWDLQ LQWHOOHFWXDO SURSHUW\ ULJ
FRS\ULJKWV RU WUDGH VHFUHWYVY DQG

a WKH WHUPV RI RXU SURGXFW ZDUUDQWLHV RU IURP SURGXFW OLDELOLV



$V ZH FRQWLQXH WR IRFXV RQ GHYHORSLQJ VA\VWHP VROXWLRQV ZLWK PDQX|
DXWRQRPRXV GULYLQJ DXJPHQWHG UHDOLW\ DQG RWKHUV ZH PD\ EH H[SR)
FODLPYVY DIJDLQVW XV DV D UHVXOW RI FRQVXPHUVx XVH RI WKRVH SURGXFWYV
VXEMHFW WR FODLPV RI DOOHJHG YLRODWLRQV RI VHFXULWLHY ODZV 7KHU}
WR SURWHFW DJDLQVW DOO FODLPV DQG SRWHQWLDO OLDELOLWLHY DQG Zt
([SRVXUHV WR YDULRXV OHJDO SURFHHGLQJY DQG FODLPV FRXOG OHDG WR
FODLPVY DUH UHTXLUHG WR SD\ GDPDJH DZDUGYV RU HQWHU LQWR VHWWOHP
PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV K

‘H DUH VXEMHFW WR DOOHJDWLRQV RI DQWLFRPSHWLWLYH FRQGXFW

2Q $suULO D FRPSODLQW ZDV ILOHG DJDLQVW OLFURQ DQG RWKHU '5%0
IRUWKHUQ 'LVWULFW RI &DOLIRUQLD 6XEVHTXHQWO\ WZR VXEVWDQWLDOO\
ODZVXLWYVY SXUSRUWHG WR EH RQ EHKDOI RI D QDWLRQZLGH FODVV RI LQGLU
WKH 'LVWULFW &RXUW JUDQWHG OLFURQxV PRWLRQ WR GLVPLVV DQG DO
FRQVROLGDWHG DPHQGHG FRPSODLQW 2Q 2FWREHU WKH SODLQWLIIN
SXUSRUWHG WR EH RQ EHKDOI RI D QDWLRQZLGH FODVV RI LOQGLUHFW SXUFK
DVVHUWHG FODLPVY EDVHG RQ DOOHJHG SULFH IL[LQJ RI '5%0 SURGXFWV XQG
-XQH WR DW OHDVW )HEUXDU\ DQG VRXJKW WUHEOH PRQHWDU\ G
DQG RWKHU LQMXQFWLYH DQG HTXLWDEOH UHOLHI 2Q 'HFHPEHU WKH
DQRG HQWHUHG MXGJPHQW DJDLQVW WKHP 2Q -DQXDU\ WKH SODLQWLI
$SSHDOV IRU WKH 1LQWK &LUFXLW 2Q 0D\ VHYHUDO SODLQWLIIV ILOH(
'LVWULFW &RXUW IRU WKH 1RUWKHUQ 'LVWULFW RI &DOLIRUQLD SXUSRUWHG
RI '5%$0 SURGXFWYV 2Q -XO\ WKH 'LVWULFW &RXUW GLVPLVVHG WKH 0D
DIJUHHPHQW EHWZHHQ WKH SODLQWLIIV DQG OLFURQ SURYLGLQJ WKDW WKH
&RXUWxV '"HFHPEHU GLVPLVVDO RUGHU LV QRW DIILUPHG RQ DSSHDO

2Q -XQH D FRPSODLQW ZDV ILOHG DJDLQVW OLFURQ DQG RWKHU '5%$0 \
IRUWKHUQ 'LVWULFW Rl &DOLIRUQLD 6XEVHTXHQWO\ IRXU VXEVWDQWLDOO\
2FWREHU WKH SODLQWLIIV ILOHG D FRQVROLGDWHG DPHQGHG FRPSO
EH RQ EHKDOI RI D QDWLRQZLGH FODVV RI GLUHFW SXUFKDVHUV RI '5$0 SUR
FODLPY EDVHG RQ DOOHJHG SULFH IL[LQJ RI '5%0 SURGXFWYV XQGHU IHGHUDC

WKURXJK DW OHDVW )HEUXDU\ DQG VRXJKW WUHEOH PRQHWDU\ GD
RWKHU LOMXQFWLYH R2QG HFHARBHIEOH UHOLKH 'LVWULFW &RXUW JUDQWHG Ol
DQG JUDQWHG WKH SODLQWLIIV SHUPLVVLRQ WR ILOH D IXUWKHU DPHQGHG |
IXUWKHU DPHQGHG FRPSODLQW DVVHUWLQJ VXEVWDQWLDOO\ WKH VDPH FOD

WKH 'LVWULFW &RXUW JUDQWHG OLFURQxV PRWLRQ WR GLVPLVV WKH IXl

$GGLWLRQDOO\ VL[ FDVHVY KDYH EHHQ ILOHG LQ WKH IROORZLQJ &DQDGLDQ
&RXUW RI &DQDGD WKH 2QWDULR 6XSHULRU &RXUW Rl -XVWLFH DQG WKH 6)
VXEVWDQWLYH DOOHJDWLRQV LQ WKHVH FDVHVY DUH VLPLODU WR WKRVH DV\

2Q 0D\ WKH &KLQHVH 6WDWH $GPLQLVWUDWLRQ IRU ODUNHW 5HJXODW
LOQYHVWLIDWLQJ SRWHQWLDO FROOXVLRQ DQG RWKHU DQWLFRPSHWLWLYH F
6505 PDGH XQDQQRXQFHG YLVLWYV WR RXU VDOHV RIILFHV LQ %YHLMLQJ 6KDC
DV SDUW RI LWV LQYHVWLJDWLRQ :H DUH FRRSHUDWLQJ ZLWK 6%$05 LQ LWV |

‘H DUH XQDEOH WR SUHGLFW WKH RXWFRPH RI WKHVH PDWWHUY DQG WKHUH
7KH ILQDO UHVROXWLRQ RI WKHVH PDWWHUV FRXOG UHVXOW LQ VLJQLILFDQ
RXU EXVLQHVYV UHVXOWY RI RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ

‘H IDFH ULVNVY DVVRFLDWHG ZLWK RXU IRUPHU ,0)7 MRLQW YHQWXUH ZLWK ,C

‘H IDFH ULVNV IURP RXU DUELWUDWLRQ SURFHHGLQJ ZLWK ,QWHO LQ FRQQH
DQG ,QWHO KDYH PDGH FODLPV DJDLQVW HDFK RWKHU IRU GDPDJHV UHODWL
WKH DUELWUDWLRQ SURFHHGLQJ VHH U3DUW ,, O ,WHP )LQDQFLDO 6WDWH
&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY O &RQWLQJHQFLHV U 7KH IRUHJRL
EXVLQHVV UHVXOWV RI RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ



&ODLPV WKDW RXU SURGXFWYV RU PDQXIDFWXULQJ SURFHVVHYV LQIULQJH RU
ULJKWV RI RWKHUV RU IDLOXUH WR REWDLQ RU UHQHZ OLFHQVH DJUHHPHQV
PDWHULDOO\ DGYHUVHO\ DITHFW RXU EXVLQHVY UHVXOWYVY RI RSHUDWLRQV

$V LV WA\SLFDO LQ WKH VHPLFRQGXFWRU DQG RWKHU KLJK WHFKQRORJ\ LQG>
PD\ LQ WKH IXWXUH DVVHUW WKDW RXU SURGXFWYV RU PDQXIDFWXULQJ SUR|
RWKHUZLVH YLRODWH WKHLU LQWHOOHFWXDO SURSHUW\ ULJKWV :H DUH XQ
DJDLQVW XV $Q\ RI WKHVH W\SHV RI FODLPVY UHJIJDUGOHVV RI WKH PHULWYV
UHVROYH VXFK FODLPV DQG PD\ FRQVXPH D VXEVWDQWLDO SRUWLRQ RI PDQ
WKHVH FODLPV ZH PD\ EH UHTXLUHG WR

SD\ VLIJQLILFDQW PRQHWDU\ GDPDJHV ILQHVY UR\DOWLHV RU SHQDOWL
HQWHU LOWR OLFHQVH RU VHWWOHPHQW DJUHHPHQWY FRYHULQJ VXFK
PDNH PDWHULDO FKDQJHV WR RU UHGHVLJQ RXU SURGXFWY DQG RU PD(
FHDVH PDQXIDFWXULQJ KDYLQJ PDGH VHOOLQJ RIIHULQJ IRU VDOH LF
PDQXIDFWXULQJ SURFHVVHV LQ FHUWDLQ MXULVGLFWLRQV

m; m; m; m;

‘H PD\ QRW EH DEOH WR WDNH DQ\ RI WKH DFWLRQV GHVFULEHG DERYH RQ F
IRUHJRLQJ UHVXOWY FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU EX\
6HH U3DUW ,, O ,WHP )LQDQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DW|
O &RQWLQJIHQFLHV U

‘H KDYH D QXPEHU RI LQWHOOHFWXDO SURSHUW\ OLFHQVH DJUHHPHQWYV 6R
PDNH RQH WLPH RU SHULRGLF SD\PHQWY :H PD\ QHHG WR REWDLQ DGGLWLR
DIJUHHPHQWYV LQ WKH IXWXUH :‘H DUH XQDEOH WR SUHGLFW ZKHWKHU WKHVFE
RQ WHUPVY DFFHSWDEOH WR XV 7KH IDLOXUH WR REWDLQ RU UHQHZ OLFHQV
HITHFW RQ RXU EXVLQHVV UHVXOWY RI RSHUDWLRQV RU ILQDQFLDO FRQGLYV

‘H KDYH EHHQ VHUYHG ZLWK FRPSODLQWY LQ &KLQHVH FRXUWY DOOHJLQJ SI

‘H KDYH EHHQ VHUYHG ZLWK FRPSODLQWY LQ &KLQHVH FRXUWY DOOHJLQJ W
PDQXIDFWXULQJ DQG VHOOLQJ FHUWDLQ SURGXFWYV LQ &KLQD 7KH FRPSODL
WKH DFFXVHG SURGXFWY DQG HTXLSPHQW IRU PDQXIDFWXULQJ WKH DFFXVH
XVLQJ VHOOLQJ DQG RIIHULQJ IRU VDOH WKH DFFXVHG SURGXFWYV LQ &KLOQI

‘H DUH XQDEOH WR SUHGLFW WKH RXWFRPH RI WKHVH DVVHUWLRQV RI LQIUL
UHDVRQDEOH HVWLPDWH RI WKH SRWHQWLDO ORVV RU UDQJH RI SRVVLEOH (
PDOQXIDFWXULQJ SURFHVVHV LQIULQJH WKH LQWHOOHFWXDO SURSHUW\ ULJK
FRYHULQJ VXFK LQWHOOHFWXDO SURSHUW\ FRXOG UHVXOW LQ VLJQLILFDQW
RXU RSHUDWLRQV LQ &KLQD SURGXFWV DQG RU PDQXIDFWXULQJ SURFHVVH
DGYHUVH HIIHFW RQ RXU EXVLQHVV UHVXOWY RI RSHUDWLRQV RU ILQDQFLLEL
6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD O 1RWHV WR &RQVROLGDWHG )LQD

7KH DFTXLVLWLRQ RI RXU RZQHUVKLS LQWHUHVW LQ ,QRWHUD IURP 4LPRQGLEL
WKH DGPLQLVWUDWRU RI WKH LQVROYHQF\ SURFHHGLQJV IRU 4LPRQGD

,Q -DQXDU\ 'U OLFKDHO -DII®© DGPLQLVWUDWRU IRU 4LPRQGDxV LQVROY
DQG OLFURQ 6HPLFRQGXFWRU % 9 UOLFURQ % 9 U LQ WKH 'LVWULFW &RXU\
WR YRLG D VKDUH SXUFKDVH DJUHHPHQW EHWZHHQ OLFURQ % 9 DQG 4LPRQC
% 9 SXUFKDVHG VXEVWDQWLDOO\ DOO RI 4LPRQGDxV VKDUHV RI ,QRWHUD U
RXWVWDQGLQJ VKDUHV DW WKDW WLPH DQG VHHNV DQ RUGHU UHTXLULQJ X
7KH FRPSODLQW DOVR VHHNV DPRQJ RWKHU WKLQJV WR UHFRYHU GDPDJHV
UHODWLRQVKLS ZLWK ,QRWHUD DQG WR WHUPLQDWH D SDWHQW FURVV OLFH
WLPH DV WKH VKDUH SXUFKDVH DJUHHPHQW 6HH U3DUW ,, O ,WHP )LQDQF
1RWHY WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY O &RQWLQJHQFLHVU IR



‘H DUH XQDEOH WR SUHGLFW WKH RXWFRPH RI WKH PDWWHU DQG FDQQRW P
UDQJH RI SRVVLEOH ORVVHV 7KH ILQDO UHVROXWLRQ RI WKLY ODZVXLW FRX
GDPDJHV XQVSHFLILHG GDPDJHVY EDVHG RQ WKH EHQHILWY GHULYHG E\ OLFL
VKDUHVY DQG RU WKH WHUPLQDWLRQ RI WKH SDWHQW FURVV OLFHQVH ZKLF
EXVLQHVV UHVXOWV RI RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ

5LVNV 5 HODWHG WR /DZV DQG 5HJX

,QFUHDVHV LQ WDULIIV RU RWKHU WUDGH UHVWULFWLRQV RU WD[HV RQ RXU
VXSSOLHVY FRXOG KDYH DQ DGYHUVH LPSDFW RQ RXU RSHUDWLRQV

,Q RI RXU UHYHQXH ZDV IURP SURGXFWYV VKLSSHG WR FXVWRPHU ORFI
SXUFKDVH D VLIJQLILFDQW SRUWLRQ RI HTXLSPHQW DQG VXSSOLHV IURP VXS
VLIQLILFDQW SRUWLRQ RI RXU IDFLOLWLHY DUH ORFDWHG RXWVLGH WKH 8Q
ODOD\VLD DQG &KLQD

7KH 8QLWHG 6WDWHY DQG RWKHU FRXQWULHYVY KDYH OHYLHG WDULIIV DQG W
EHWZHHQ WKH 8QLWHG 6WDWHY DQG &KLQD KDYH EHHQ HVFDODWLQJ VLQFH
UHWDOLDWRU\ &KLQHVH WDULIIV RQ 8 6 JRRGV 6RPH RI RXU SURGXFWYV DUF
HILVWLQJ WDULIIV DQG IXUWKHU URXQGV RI WDULIIV KDYH EHHQ DQQRXQFHC
$GGLWLRQDOO\ WKH 8QLWHG 6WDWHV KDV WKUHDWHQHG WR LPSRVH WDULII
DOVR LPSDFW FHUWDLQ RI RXU FXVWRPHUVx RU RXU RSHUDWLRQV ,I WKH 8¢
WDULIIV RQ FRPSRQHQWYVY WKDW ZH RU RXU VXSSOLHUV VRXUFH RXU FRVW |
LQFXU LQFUHDVHYV LQ PDQXIDFWXULQJ FRVWY DQG VXSSO\ FKDLQ ULVNV GXF
RXU FXVWRPHUV DQG RXU RSHUDWLRQV $GGLWLRQDOO\ WDULIIV RQ RXU FX
HQG SURGXFWYVY UHVXOWLQJ LQ ORZHU GHPDQG IRU RXU SURGXFWYV

‘H FDQQRW SUHGLFW ZKDW IXUWKHU DFWLRQV PD\ XOWLPDWHO\ EH WDNHQ Z
8QLWHG 6WDWHY DQG RWKHU FRXQWULHYV ZKDW SURGXFWV PD\ EH VXEMHFW
RWKHU FRXQWULHY LQ UHWDOLDWLRQ )XUWKHU FKDQJHV LQ WUDGH SROLF\
WUDGH EDUULHUVY RU UHVWULFWLRQV RQ VXSSOLHV HTXLSPHQW DQG UDZ
DELOLW\ WR SURGXFH SURGXFWY LQFUHDVH RXU VHOOLQJ DQG RU PDQXIDF
FRPSHWLWLYHQHVV RI RXU SURGXFWV RU LQKLELW RXU DELOLW\ WR VHOO ¢
VXSSOLHV ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQ!

7TUDGH UHJXODWLRQV KDYH UHVWULFWHG RXU DELOLW\ WR VHOO RXU SURGX
DELOLW\ WR VHOO RXU SURGXFWV WR RWKHU FXVWRPHUV RU LQ FHUWDLQ P
FROQGXFW RSHUDWLRQV

,QWHUQDWLRQDO WUDGH GLVSXWHV KDYH OHG DQG PD\ FRQWLQXH WR OHDC(
SURWHFWLRQLVW PHDVXUHYV WKDW FDQ LQFUHDVH RXU PDQXIDFWXULQJ FRV
GHPDQG IRU RXU SURGXFWYVY OLPLW RXU DELOLW\ WR VHOO WR FHUWDLQ FX\
FRPSRQHQWYV RU UDZ PDWHULDOV LPSHGH RU VORZ WKH PRYHPHQW RI RXU .
SHUIRUP 5 ' DFWLYLWLHVY RU RWKHUZLVH UHVWULFW RXU DELOLW\ WR FRQG
QDWLRQDOLVP DQG QDWLRQDO VHFXULW\ FRQFHUQV PD\ OHDG WR IXUWKHU
LOQOLWLDWLYHV RU RWKHU IRUPDO DQG LQIRUPDO PHDVXUHV WKDW FRXOG PL
RXU DFFHVV WR VRPH PDUNHWY DQG RU FXVWRPHUV

(VFDODWLQJ WHQVLRQV EHWZHHQ WKH 8QLWHG 6WDWHY DQG &KLQD KDYH O]
FXVWRPHU RUGHULQJ SDWWHUQV )RU H[DPSOH WKH 8 6 %XUHDX RI ,QGXVW
EURDG WUDGH UHVWULFWLRQV ZLWK UHVSHFW WR +XDZHL ZKLFK UHSUHVHQ
TXDUWHU RI FXOPLQDWLQJ ZLWK UHVWULFWLRQV WKDW WRRN HIITHFW R
RWKHU FRPSDQLHV IURP VKLSSLQJ SURGXFWV WR +XDZHL :H FDQQRW SUHGL
SODFH ZKHWKHU WKH %,6 ZLOO JUDQW XV RU RWKHUV OLFHQVHV WR VKLS S
RU IRUHLJQ JRYHUQPHQW HQWLWLHY ZLOO HQDFW VLPLODU UHVWULFWLRQV
H PD\ QRW EH DEOH WR UHSODFH WKH ORVW UHYHQXH RSSRUWXQLWLHYV DV\



7KH 8QLWHG 6WDWHY KDV DOVR LPSRVHG RWKHU UHVWULFWLRQV RQ WKH HJ[
FHUWDLQ &KLQHVH WHFKQRORJ\ FRPSDQLHV LQFOXGLQJ FHUWDLQ RI RXU F>
VDOHV DQG FRQWLQXLQJ RU IXWXUH UHVWULFWLRQV FRXOG DGYHUVHO\ DIl
XV GXH WR RXU UHODWLRQVKLS ZLWK VXFK FRPSDQLHVY RU OHDG VXFK FRPS
FRPSHWH ZLWK RXU SURGXFWYV W LV GLIILFXOW WR SUHGLFW ZKDW IXUWKH
PD\ EH XQDEOH WR TXLFNO\ DQG HIIHFWLYHO\ UHDFW WR VXFK DFWLRQV )Rl
SRZHU Rl WKH 8 6 'HSDUWPHQW RI &RPPHUFH WR UHVWULFW WKH H[SRUW RI
EH LGHQWLILHG ZKLFK FRXOG LPSDFW RXU FXUUHQW RU IXWXUH SURGXFWYV

7TUDGH GLVSXWHYV DQG SURWHFWLRQLVW PHDVXUHYVY RU FRQWLQXHG XQFHUMW
FRQVXPHU FRQILGHQFH DQG VORZLQJ HFRQRPLF JURZWK RU UHFHVVLRQ DQ!
RU DOWHU WKH WLPLQJ RI WKHLU SXUFKDVHV ZLWK XV 6XVWDLQHG WUDGH \
WUDGH DQG WHFKQRORJ\ VXSSO\ FKDLQV ZKLFK FRXOG DGYHUVHO\ DIIHFW F
UHVWULFWLRQV WKDW PD\ EH LPSRVHG E\ WKH 8QLWHG 6WDWHV &KLQD RU
ZH FDQQRW UHDVRQDEO\ TXDQWLI\ LQFOXGLQJ WKDW VRPH RI RXU FXVWRPH
DOVR EH LPSDFWHG ,Q DGGLWLRQ IXUWKHU LQFUHDVHY LQ WUDGH UHVWUL
DQG DQ\ OLFHQVHYVY ZH KDYH UHFHLYHG RU FRXOG UHFHLYH LQ WKH IXWXUH |
PD\ KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVYV UHVXOWY RI RSHUDWLRQV

7TKH WHFKQRORJ\ LQGXVWU\ LV VXEMHFW WR LQWHQVH PHGLD SROLWLFDO I
H[SRVXUH WR JRYHUQPHQW LQYHVWLJDWLRQVY OHJDO DFWLRQV DQG SHQDO
SURFHGXUHYVY GHVLIQHG WR KHOS HQVXUH FRPSOLDQFH ZLWK DSSOLFDEOH O
HPSOR\HHV FRQWUDFWRUV VXSSOLHUV RU DJHQWY ZLOO QRW YLRODWH VX
UHVWULFWLRQV RU UHJXODWLRQV FDQ UHVXOW LQ ILQHVY FULPLQDO VDQFW
SURKLELWLRQV RQ WKH FRQGXFW RI RXU EXVLQHVY DQG GDPDJH WR RXU UFL

‘H PD\ LQFXU DGGLWLRQDO WD[ H[SHQVH RU EHFRPH VXEMHFW WR DGGLWLRC(

‘H RSHUDWH LQ D QXPEHU RI ORFDWLRQV RXWVLGH WKH 8QLWHG 6WDWHYV L
DUUDQJHPHQWYV WKDW DUH FRQGLWLRQDO LQ SDUW XSRQ PHHWLQJ FHUWD|
2XU GRPHVWLF DQG LOQOWHUQDWLRQDO WD[HVY DUH GHSHQGHQW XSRQ WKH JH
MXULVGLFWLRQV 2XU SURYLVLRQ IRU LQFRPH WD[HVY DQG FDVK WD[ OLDELO!
QXPHURXV IDFWRUV LQFOXGLQJ FKDOOHQJHV E\ WD[ DXWKRULWLHV WR RXU
DUUDQJHPHQWY IDLOXUH WR PHHW SHUIRUPDQFH REOLJDWLRQV ZLWK UHVS
RSHUDWLRQV LQ YDULRXV FRXQWULHY DQG FKDQJHV LQ WD[ ODZV DQG UHJ)>
ZLWK WKH 8 6 IHGHUDO JRYHUQPHQW YDULRXV 8 6 VWDWHYV DQG YDULRXYV
FHUWDLQ WD[ UHWXUQV PD\ UHPDLQ RSHQ WR H[DPLQDWLRQ IRU VHYHUDO \}
SUHYLRXVO\ ILOHG WD[ UHWXUQV DQG FRQWLQXLQJ DVVHVVPHQWY RI RXU W
SURYLVLRQ IRU LQFRPH WD[HV DQG FDVK WD[ OLDELOLW\ 7KH IRUHJRLQJ LW
EXVLQHVV UHVXOWV RI RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ

$ FKDQJH LQ WD[ ODZV LQ NH\ MXULVGLFWLRQV FRXOG PDWHULDOO\ LQFUHD

‘H DUH VXEMHFW WR LQFRPH WD[HV LQ WKH 8QLWHG 6WDWHY DQG PDQ\ IRUH
DQG UHIJXODWLRQV RU WKH LQWHUSUHWDWLRQ RI VXFK ODZV LQ DQ\ RI WK
LQFUHDVH RXU HIIHFWLYH WD[ UDWH DQG XOWLPDWHO\ UHGXFH RXU FDVK 10
PDWHULDO DGYHUVH HIITHFW RIRBXHJ/ODEPQDAFRXUO HRIPEMWNLLYRIQWD[ UDWH LQFUH
WR IRU SULPDULODDVHIRIHFPVEOWKRH \GGCWHE LBRMOMDWKDY YDULRXY OHYHC
DUH LQFUHDVLQJO\ IRFXVHG RQ WD[ UHIRUP DQG RWKHUW IOH FXANWQUHWQYMWY H DFW I
DGPLOQLVWUDWLRQ KDV YDULRQDRBVURG RYPOYGWIKPDAMWJHDVH 8 6 IHGHUDO LQFR
JXUWKHU FKDQJHV LQ WKH WD[ ODZV RI IRUHLJQ MXULVGLFWLRQV FRXOG DU
SURMHFW XQGHUWDNHQ E\ WKH 2UJDQLVDWLRQ IRU (FRQRPLF &R RSHUDWLR
RI PHPEHU FRXQWULHY DQG UHFRPPHQGHG FKDQJHV WR QXPHURXYV ORQJ VW
WD[LQJ DXWKRULWLHV VXFK FKDQJHV DV ZHOO DV FKDQJHV LQ 8 6 IHGHUD
DGPLOQLVWUDWLYH LOWHUSUHWDWLRQV GHFLVLRQV SROLFLHV DQG SRVLWI
EXVLQHVV UHVXOWV RI RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ



‘H DQG RWKHUV DUH VXEMHFW WR D YDULHW\ RI ODZV UHJXODWLRQV RU LQ
FOLPDWH FKDQJH WKDW PD\ KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EX
FRQGLWLRQ

7TKH PDOQXIDFWXULQJ RI RXU SURGXFWYVY UHTXLUHY WKH XVH RI IDFLOLWLHV |
EURDG DUUD\ RI ODZV DQG UHJXODWLRQV LQ QXPHURXV MXULVGLFWLRQV LQ
YDULHW\ RI RWKHU ODZV DQG UHJXODWLRQV UHODWLYH WR WKH FRQVWUXFYV
FKDQJHV LQ ODZV UHJXODWLRQV RU LQGXVWU\ VWDQGDUGY FRXOG FDXVH .
LOQFUHDVHG LQGLUHFW FRVWY UHODWHG WR RXU UHODWLRQVKLSYV ZLWK RXU
RSHUDWLRQV DQG ILOQDQFLDO FRQGLWLRQ $Q\ IDLOXUH WR FRPSO\ ZLWK OD
DGYHUVHO\ LPSDFW RXU UHSXWDWLRQ DQG RXU ILQDQFLDO UHVXOWYV $GGL\
FKDQQHO SDUWQHUV RU WR UHSUHVHQW XV RU RWKHUZLVH DFW RQ RXU EHK
UHIJXODWLRQV DQG LQGXVWU\N VWDQGDUGY 2XU HQJDJHPHQW ZLWK WKHVH
DVVRFLDWHG ZLWK WKHLU UHVSHFWLYH FRPSOLDQFH ZLWK ODZV DQG UHJXO

&OLPDWH FKDQJH FRQFHUQVY DQG WKH SRWHQWLDO UHVXOWLQJ HQYLURQPH(
DQG VDIHW\ ODZV DQG UHJXODWLRQV WKDW PD\ DIITHFW XV RXU VXSSOLHUV
FRXOG FDXVH XV WR LQFXU DGGLWLRQDO GLUHFW FRVWYV IRU FRPSOLDQFH |
FXVWRPHUV VXSSOLHUV RU ERWK LQFXUULQJ DGGLWLRQDO FRPSOLDQFH FF
DGYHUVHO\ LPSDFW RXU UHVXOWY RI RSHUDWLRQVY DQG ILQDQFLDO FRQGLW

$vV D UHVXOW RI WKH LWHPV GHWDLOHG LQ WKLV ULVN IDFWRU ZH FRXOG H]

VXVSHQVLRQ RI SURGXFWLRQ RU VDOHVY RI RXU SURGXFWYV
UHPHGLDWLRQ FRVWYV

DOWHUDWLRQ RI RXU PDQXIDFWXULQJ SURFHVVHYV

UHIJXODWRU\ SHQDOWLHYV ILQHVY DQG OHJDO OLDELOLWLHV DQG
UHSXWDWLRQDO FKDOOHQJHV

m; m; m; m; m;

&RPSOLDQFH ZLWK RU RXU IDLOXUH RU WKH IDLOXUH RI RXU WKLUG SDUW\
ODZV UHJXODWLRQV RU LQGXVWU\ VWDQGDUGV FRXOG KDYH D PDWHULDO T
RU ILQDQFLDO FRQGLWLRQ

5LVNV 5 HODWHG WR &DSLWDOL]DW

‘H PD\ EH XQDEOH WR JHQHUDWH VXIILFLHQW FDVK IORZV RU REWDLQ DFFHV
IXQG RXU RSHUDWLRQV PDNH VFKHGXOHG GHEW SD\PHQWYVY SD\ RXU GLYLGF
LQYHVWPHQWYV

2XU FDVK IORZV IURP RSHUDWLRQV GHSHQG SULPDULO\ RQ WKH YROXPH RI V
VROG DYHUDJH VHOOLQJ SULFHV DQG PDQXIDFWXULQJ FRVWYV 7R GHYHORS
IXWXUH JURZWK DFKLHYH RSHUDWLQJ HIILFLHQFLHY DQG PDLQWDLQ SURGX
LOQYHVWPHQWY LQ PDQXIDFWXULQJ WHFKQRORJ\ FDSLWDO HTXLSPHQW IDFL

‘H HYWLPDWH FDSLWDO H[SHQGLWXUHV LQ IRU SURSHUW\ SODQW DQG H
EHWZHHQ DSSUR[LPDWHO\ ELOOLRQ DQG ELOOLRQ ,QYHVWPHQWYV LQ F
UHWXUQV RU FDVK IORZV ,Q DGGLWLRQ ZH LQYHVW RXU FDSLWDO LQ DUHD
DQG ZLOO \LHOG IXWXUH SURILWDELOLW\ 6LJQLILFDQW MXGJPHQW LV UHTXL
RSWLPDO UHWXUQV DQG ZH FRXOG LQYHVW LQ SURMHFWY WKDW DUH XOWLF
VHOHFW 'HOD\V LQ FRPSOHWLRQ DQG UDPSLQJ RI QHZ SURGXFWLRQ IDFLOL\
FRXOG VLIJQLILFDQWO\ LPSDFW RXU DELOLW\ WR UHDOL]H H[SHFWHG UHWXU (
PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV K

,Q WKH SDVW ZH KDYH XWLOL]JHG H[WHUQDO VRXUFHV RI ILQDQFLQJ ZKHQ QH
DPRUWL]DWLRQ DQG JHQHUDO HFRQRPLF FRQGLWLRQV LW PD\ EH GLIILFXO!'
XV RU DW DOO :H KDYH H[SHULHQFHG YRODWLOLW\ LQ RXU FDVK IORZV DQG
VXFK YRODWLOLW\ LQ WKH IXWXUH ZKLFK PD\ QHIJDWLYHO\ DIIHFW RXU FUHC



RXU OLTXLGLW\ ILQDQFLDO UHVXOWY HFRQRPLF ULVN RU RWKHU IDFWRUV
PDNH LW GLIILFXOW IRU XV WR REWDLQ ILQDQFLQJ RQ WHUPV DFFHSWDEOH \
EH DEOH WR JHQHUDWH VXIILFLHQW FDVK IORZV DFFHVV FDSLWDO RU FUHGI
RXU RSHUDWLRQV PDNH GHEW SD\PHQWY SD\ RXU TXDUWHUO\ GLYLGHQG D
FRPSHWLWLYH LQ WHUPV RI WHFKQRORJ\ GHYHORSPHQW DQG FRVW HIILFLHC
KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV UHVXOWYV RI RSHUDW

'"HEW REOLJDWLRQV FRXOG DGYHUVHO\ DIIHFW RXU ILQDQFLDO FRQGLWLRQ

‘H KDYH LQFXUUHG LQ WKH SDVW DQG H[SHFW WR LQFXU LQ WKH IXWXUH G
DFTXLVLWLRQV DQG UHVWUXFWXU B HIWKREHNSAN RDGV HHEKWWHX WK BVFRUU\L

ELOODRQ ELOBLRQU 5HYROYLQJ &UHGLW )DFLOLW\ ZDV DYDLODEOH WR
DGYHUVHO\ LPSDFW XV DV IROORZV

a4 UHTXLUH XV WR XVH D ODUJH SRUWLRQ RI RXU FDVK IORZ WR SD\ SULQF
DPRXQW RI FDVK IORZ DYDLODEOH WR IXQG ZRUNLQJ FDSLWDO FDSLWD
SD\PHQW RI GLYLGHQGVY DQG RWKHU EXVLQHVV DFWLYLWLHYV

a4 UHVXOW LQ FHUWDLQ RI RXU GHEW LQVWUXPHQWY EHLQJ DFFHOHUDWH
GHHPHG WR EH LQ GHIDXOW LI FHUWDLQ WHUPV RI GHIDXOW DUH WULJJ
DQG RU FURVV DFFHOHUDWLRQ SURYLVLRQV

a4 DGYHUVHO\ LPSDFW RXU FUHGLW UDWLQJ ZKLFK FRXOG LQFUHDVH IXW;

a4 OLPLW RXU IXWXUH DELOLW\ WR UDLVH IXQGV IRU FDSLWDO H[SHQGLWX
5' DQG RWKHU JHQHUDO FRUSRUDWH UHTXLUHPHQWYV

a4 UHVWULFW RXU DELOLW\ WR LQFXU VSHFLILHG LQGHEWHGQHVVY FUHDW
OHDVHEDFN ILQDQFLQJ WUDQVDFWLRQV

a4 LQFUHDVH RXU YXOQHUDELOLW\ WR DGYHUVH HFRQRPLF DQG VHPLFRQG
DQG

a4 LQFUHDVH RXU H[SRVXUH WR LQWHUHVW UDWH ULVN IURP YDULDEOH UL

2XU DELOLW\ WR PHHW RXU SD\PHQW REOLJDWLRQV XQGHU RXU GHEW LQVWI
VLIQLILFDQW FDVK IORZV RU REWDLQ H[WHUQDO ILQDQFLQJ LQ WKH IXWXUH
ILQDQFLDO FRPSHWLWLYH OHJLVODWLYH DQG UHJXODWRU\ IDFWRUV DV ZH
FDQ EH QR DVVXUDQFH WKDW RXU EXVLQHVV ZLOO JHQHUDWH FDVK IORZ IUR
DYDLODEOH WR XV LQ DPRXQWYV VXIILFLHQW WR HQDEOH XV WR PHHW RXU G
QHHGY $GGLWLRQDOO\ HYHQWY DQG FLUFXPVWDQFHV PD\ RFFXU ZKLFK ZRX
GUDZ GRZQ FRQGLWLRQV DQG XWLOL]JH RXU 5HYROYLQJ &UHGLW )DFLOLW\ ||
VHUYLFH RXU GHEW SD\PHQW REOLJDWLRQV ZH PD\ QHHG WR UHILQDQFH RU
FDSLWDO LQYHVWPHQWY RU VHHN WR UDLVH DGGLWLRQDO FDSLWDO ,I ZH [
DOWHUQDWLYHY ZH PD\ EH XQDEOH WR PHHW RXU GHEW SD\PHQW REOLJDWI
RQ RXU EXVLQHVV UHVXOWY RI RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ

&KDQJHV LQ IRUHLJQ FXUUHQF\ H[FKDQJH UDWHY FRXOG PDWHULDOO\ DGYHL
RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ

$FURVVY RXU JOREDO RSHUDWLRQV VLJQLILFDQW WUDQVDFWLRQV DQG EDOD
8 6 GROODU RXU UHSRUWLQJ FXUUHQF\ SULPDULO\ WKH HXUR O0ODOD\VLDQ
\HQ ,Q DGGLWLRQ D VLIJQLILFDQW SRUWLRQ RI RXU PDQXIDFWXULQJ FRVWYV
UDWHV IRU VRPH RI WKHVH FXUUHQFLHY DJDLQVW WKH 8 6 GROODU KDYH EF
WKHVH FXUUHQFLHY VWUHQJIJWKHQ DJDLQVW WKH 8 6 GROODU RXU PDQXIDF
UDWHV IRU WKH 8 6 GROODU WKDW DGYHUVHO\ FKDQJH DJDLQVW RXU IRUHL
DGYHUVH HIIHFW RQ RXU EXVLQHVV UHVXOWY RI RSHUDWLRQV RU ILQDQFLLEL

‘H DUH VXEMHFW WR FRXQWHUSDUW\ GHIDXOW ULVNYV

‘H KDYH QXPHURXY DUUDQJHPHQWY ZLWK ILQDQFLDO LQVWLWXWLRQV WKDW
FDVK GHSRVLWY LQYHVWPHQWY DQG GHULYDWLYH LQVWUXPHQWY $GGLWLI
RXU FXVWRPHUV IRU DPRXQWY UHFHLYDEOH IURP WKHP $V D UHVXOW ZH Dl
GHIDXOW RQ LWV SHUIRUPDQFH REOLJDWLRQV $ FRXQWHUSDUW\ PD\ QRW FF



WKHQ OHDG WR LWV GHIDXOWLQJ RQ LWV REOLJDWLRQV ZLWK OLWWOH RU Q
HISRVXUH $GGLWLRQDOO\ RXU DELOLW\ WR PLWLJDWH RXU H[SRVXUHV PD\
DUUDQJHPHQWYV RU EHFDXVH PDUNHW FRQGLWLRQV SUHYHQW XV IURP WDNL!
EHFRPHV LQVROYHQW RU ILOHV IRU EDQNUXSWF\ RXU DELOLW\ WR UHFRYHU
GHIDXOW PD\ EH OLPLWHG E\ WKH OLTXLGLW\ RI WKH FRXQWHUSDUW\ RU WKI
SURFHHGLQJV ,Q WKH HYHQW RI VXFK GHIDXOW ZH FRXOG LQFXU VLJQLILFD
HITHFW RQ RXU EXVLQHVV UHVXOWY RI RSHUDWLRQV RU ILQDQFLDO FRQGLYV

7TKH WUDGLQJ SULFH RI RXU FRPPRQ VWRFN KDV EHHQ DQG PD\ FRQWLQXH W

2XU FRPPRQ VWRFN KDV H[SHULHQFHG VXEVWDQWLDO SULFH YRODWLOLW\ L
$GGLWLRQDOO\ ZH WKH WHFKQRORJ\ LQGXVWU\ DQG WKH VWRFN PDUNHW I
VWRFN SULFH DQG YROXPH IOXFWXDWLRQV WKDW KDYH DIITHFWHG VWRFN SU
VSHFLILF RSHUDWLQJ SHUIRUPDQFH RI LQGLYLGXDO FRPSDQLHV 7KH WUDGL
GXH WR YDULRXV IDFWRUV LQFOXGLQJ EXW QRW OLPLWHG WR DFWXDO RU
RSHUDWLQJ UHVXOWY FKDQJHV LQ ILQDQFLDO HVWLPDWHY E\ XV RU ILQDQF
VHFEXULWLHY DQG RWKHU DQDO\WWWYVY FKDQJHV LQ RXU FDSLWDO VWUXFWXUH
SXEOLF LQWHUHVW UDWH FKDQJHVY UHJXODWRU\ FKDQJHVY QHZV UHJDUGLQ
EURDG PDUNHW DQG LQGXVWU\ IOXFWXDWLRQV

2XU RSHUDWLQJ UHVXOWY KDYH IOXFWXDWHG LQ WKH SDVW DQG ZLOO FRQW
PDWWHUYVY GLVFXVVHG LQ WKLV 5LVN )DFWRUV VHFWLRQ FRXOG LPSDFW RXU
RSHUDWLQJ UHVXOWY IDOO EHORZ RXU IRUHFDVWY DQG WKH H[SHFWDWLRQV\
SULFH RI RXU FRPPRQ VWRFN PD\ GHFOLQH

JRU WKHVH UHDVRQV LQYHVWRUV VKRXOG QRW UHO\ RQ UHFHQW RU KLVWRL
FRPPRQ VWRFN ILQDQFLDO FRQGLWLRQ UHVXOWY RI RSHUDWLRQV RU FDVEF
UHDOL]JH DQ\ UHWXUQ RQ WKHLU LQYHVWPHQW LQ XV DQG PD\ ORVH VRPH RU
SULFH RI RXU FRPPRQ VWRFN FRXOG DOVR UHVXOW LQ WKH ILOLQJ RI VHFXU
UHVXOW LQ VXEVWDQWLDO FRVWY DQG WKH GLYHUVLRQ RI PDQDJHPHQW WLI

7TKH DPRXQW DQG IUHTXHQF\ RI RXU VKDUH UHSXUFKDVHV PD\ IOXFWXDWH D
IXOO\ FRQVXPPDWH RXU VKDUH UHSXUFKDVH DXWKRUL]DWLRQ RU WKDW LW
6KDUH UHSXUFKDVHV FRXOG DOVR LQFUHDVH WKH YRODWLOLW\ RI WKH WUD
FDVK UHVHUYHYV

7TKH DPRXQW WLPLQJ DQG H[HFXWLRQ RI RXU VKDUH UHSXUFKDVHV SXUVXD
IOXFWXDWH EDVHG RQ RXU RSHUDWLQJ UHVXOWY FDVK IORZV DQG SULRUL\
HIDPSOH ZH UHSXUFKDVHG PLOOLRQ VKDUHV IRU ELOOLRQ LQ

DQG PLOOUK®P@HY IRDLOODQRQ7KHVH RWKHU SXUSRVHV LQFOXGH EXW DUH QF
VSHQGLQJ FDSLWDO VSHQGLQJ DFTXLVLWLRQV DQG UHSD\PHQW RI GHEW
DOVR LPSDFW RXU VKDUH UHSXUFKDVHV $OWKRXJK RXU %RDUG RI 'LUHFWRL
ELOOLRQ RI RXU RXWVWDQGLQJ FRPPRQ VWRFN WKH DXWKRUL]J]DWLRQ GRHV

‘H FDQQRW JXDUDQWHH WKDW RXU VKDUH UHSXUFKDVH DXWKRUL]JDWLRQ ZLC
WHUP VKDUHKROGHU YDOXH 7KH UHSXUFKDVH DXWKRUL]JDWLRQ FRXOG DIIHF
YRODWLOLW\ DQG DQ\ DQQRXQFHPHQW RI D SDXVH LQ RU WHUPLQDWLRQ RI
WUDGLQJ SULFH RI RXU VWRFN ,Q DGGLWLRQ WKLV SURJUDP ZLOO GLPLQLYV

7TKHUH FDQ EH QR DVVXUDQFH WKDW ZH ZLOO FRQWLQXH WR GHFODUH FDVK
DOO

2XWRDUG RI 'LUHFWRUV KDV DGRSWHG D GLYLGHQG SROLF\ SXUVXDQW WR Z
FRPPRQ VKDUHVY RQ D TXDUWHUO\ EDVLVY 7KH GHFODUDWLRQ DQG SD\PHQW |
%RDUG RI 'LUHFWRUYV DQG RXU GLYLGHQG PD\ EH GLVFRQWLQXHG RU UHGXFI
ZH ZLOO GHFODUH FDVK GLYLGHQGYV LQ WKH IXWXUH LQ DQ\ SDUWLFXODU DP



JXWXUH GLYLGHQGV LI DQ\ DQG WKHLU WLPLQJ DQG DPRXQW PD\ EH DIIHFV
FROQGLWLRQ UHVXOWY RI RSHUDWLRQV FDSLWDO UHTXLUHPHQWY EXVLQHYV
UHVWULFWLRQV LQGXVWU\ SUDFWLFH OHJDO UHTXLUHPHQWYVY UHJXODWRU\
'LUHFWRUV PD\ GHHP UHOHYDQW $ UHGXFWLRQ LQ RU HOLPLQDWLRQ RI RXU
WKH WUDGLQJ SULFH RI RXU VWRFN

,7(0 % 815(62/9(' 67$)) &200(176

1RQH

,7(0  3523(57,(6

2XU FRUSRUDWH KHDGTXDUWHUY DUH ORFDWHG LQ %RLVH ,GDKR ,Q DGGLW
RZQ RU OHDVH QXPHURXV RWKHU IDFLOLWLHY LQ ORFDWLRQV WKURXJKRXW
PDUNHWLQJ DFWLYLWLHYV 7KH IROORZLQJ LV DOMMXKPWBREHRYU RXU SULQFLSDO I

IRFDWLRQ 3ULQFLSDO 2SHUDWLRQV

7DLZDQ 5' ZDIHU IDEULFDWLRQ FRPSRQHQW DVVHPEO\ DQG WHVW P/
6LQJDSRUH 5' ZDIHU IDEULFDWLRQ FRPSRQHQW DVVHPEO\ DQG WHVW P/
-DSDQ 5' ZDIHU IDEULFDWLRQ

8QLWHG 6WDWHYVY ZDIHU IDEULFDWLRQ UHWLFOH PDQXIDFWXULQJ

ODOD\VLD &RPSRQHQW DVVHPEO\ DQG WHVW PRGXOH DVVHPEO\ DQG WH
&KLQD &RPSRQHQW DVVHPEO\ DQG WHVW PRGXOH DVVHPEO\ DQG WH

‘H JHQHUDOO\ XWLOL]H DOO RI RXU PDQXIDFWXULQJ FDSDFLW\ KRZHYHU D !

DQG DQG ZDV FODVVLILHG ®H/S WHHPE HR U : M DEHO DNYRII WKDW RXU HJ
IDFLOLWLHY DUH VXLWDEOH DQG DGHTXDWH IRU RXU SUHVHQW SXUSRVHV :}
VHIPHQW RWKHU WKDQ JRRGZLOO 6HH U3DUW ,, O ,WHP )LQDQFLDO 6WD)
&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY O /HKL 8WDK )DE DQG ' ;3RLQWU



,7(0 b/ (*$/ 352&((',1*6

J)RU D GLVFXVVLRQ RI OHJDO SURFHHGLQJV VHH U3DUW ,, O ,WHP )LQDQFL
WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY O &RQWLQJHQFLHVU DQG U,WH

6(& UHIJXODWLRQV UHTXLUH GLVFORVXUH RI FHUWDLQ SURFHHGLQJY UHODW!|
EHOLHYH WKDW WKH UHODWHG PRQHWDU\ VDQFWLRQV LI DQ\ ZLOO EH OHV\
PLOOLRQ IRU WKLV SXUSRVH

, 7(0 0,1( 6%)(7< ',6&/2685(6

1RW DSSOLFDEOH

3$57 ,,

,7(0  0$5.(7 )25 5(*,675%$17 6 &20021 (48,7< 5(/$7(' 672,
0$77(56 $1' ,668(5 385&+%$6(6 2) (48,7< 6(&85,7,(6

ODUNHW ,QIRUPDWLRAQ

2XU FRPPRQ VWRFN LV OLVWHG RQ 7KH 1DVGDT *OREDO 6HOHFW ODUNHW XQ

+ROGHUV RI 5SHFRUG

$V RI 2FWREHU WKNKBD ZHKIRFHOGHUYV RI UHFRUG RI RXU FRPPRQ VWRFN
1
LYLGHQGYV
2Q $XIXVW ZH DQQRXQFHG WKDW RXU %YRDUG RI 'LUHFWRUY KDG GHFO
SD\DEOH LQ FDVK RQ 2FWREHU WR VKDUHKROGHUYVY RI UHFRUG DV RI VWV

‘H FXUUHQWO\ H[SHFW TXDUWHUO\ GLYLGHQGV WR FRQWLQXH LQ IXWXUH SH
WLPH +RZAKHBBF@DUDWLRQ DQG SD\PHQW RI DQ\ IXWXUH FIMXE NHFWGCWMR GWK E
DSSURYDO RI RXU %RDUG RI 'LUHFWRUV 2XU %RDUG RI 'LUHFWRUV GHFLVLE
GLYLGHQGYV ZLOO GHSHQG RQ PDQ\ IDFWRUV VXFK DV RXU ILQDQFLDO FRQGI
EXVLQHVYV FRQGLWLRQV GHEW VHUYLFH REOLJDWLRQV FRQWUDFWXDO UHV\
UHIJXODWRU\ FRQVWUDLQWY DQG RWKHU IDFWRUYV WKDW RXU %RDUG RI '"LUF
ZH ZLOO FRQWLQXH WR SD\ D GLYLGHQG LQ DQ\ IXWXUH SHULRG

(TXLW\ &RPSHQVDWLRQ 30DQ ,QIRL

7KH LQIRUPDWLRQ UHTXLUHG E\ WKLV LWHP LV LQFRUSRUDWHG E\ UHIHUHQF
S3UR[\ 6WDWHPHQW XQGHU WKH VHFWLRQ HQWLWOHG U(TXLW\ &RPSHQVDWLR
ZLWKLQ G BWS WINVEBEH U



, VVXHU 3XUFKDVH RI (TXLW\ 6HFXU

&RPPRQ 6WRFN 5HSXUFKDVH $XWKRUL]J]DWLRQ

,Q 0D\ ZH DQQRXQFHG WKDW RXU %RDUG RI 'LUHFWRUV DXWKRUL]JHG WK}
RI RXU RXWVWDQGLQJ FRPPRQ VWRFN WKURXJK RSHQ PDUNHW SXUFKDVHV E
GHULYDWLYH WUDQVDFWLRQV DQG RU SXUVXDQW WR 5XOH E WUDGLQJ S
H[SLUDWLRQ GDWH GRHV QRW REOLJDWH XV WR DFTXLUH DQ\ FRPPRQ VWRF
RQIJRLQJ GHWHUPLQDWLRQ RI WKH EHVW XVH RI DYDLODEOH FDVK

7TRWDO QXPEHWRS WK[MBPBWH GROODU YDC
7TRWDO QXYHEWHWBXUFKDVHG DVWIDUW PRI\ \HW EH SXUFKD)
RI VKDWBWHNLFH SXIE®OLFO\ DQ®REX@IFHGE DQQRXQFHG SODC
B3HULRG SXUFKDSHG VKBWHDQV RU SURJUDPVLQ PLOOLRQV
-XQH £-X0O\
- X0\ S XIXVW

$XIXVW £t6HSWHPEHU

6KDUHV RI FRPPRQ VWRFN ZLWKKHOG DV SD\PHQW RI ZLWKKROGLQJ WD[HV D
YHVWLQJ RU H[HUFLVH RI HTXLW\ DZzDUGY DUH DOVR WUHDWHG DV FRPPRQ V
FRPPRQ VWRFN DUH QRW UHTXLUHG WR EH GLVFORVHG XQGHU ,WHP RI 5H
IURP WKH DPRXQWYVY LQ WKH WDEOH DERYH

SHUIRUPDQFH *UDSK

7KH IROORZLQJ JUDSK LOOXVWUDWHYV D ILYH \HDU FRPSDULVRQ RI FXPXODW
&RPSRVLWH ,QGH[ DQG WKH 3KLODGHOSKLD 6HPLFRQGXFWRU ,QGH[ 62;

‘H RSHUDWH RQ D RU ZHHN ILVFDO \HDU ZKLFK HQGV RQ WKH 7KXUVC

ODVW GD\ RI RXU ILVFDO \HDU YDULHV )RU FRQVLVWHQW SUHVHQWDWLRQ D

ZH KDYH FDOFXODWHG RXU VWRFN SHUIRUPDQFH JUDSK DVVXPLQJ DQ $XJXV\

1RWH ODQDJHPHQW FDXWLRQV WKDW WKH VWRFN SULFH SHUIRUPDQFH LQIR
LQGLFDWLYH RI FXUUHQW VWRFN SULFH OHYHOV RU IXWXUH VWRFN SULFH S|



7KH SHUIRUPDQFH JUDSK DERYH DVVXPHYV ZDV LQYHVWHG RQ $XJIXVW
THFKQRORJ\ ,QF WKH 6 3 &RPSRVLWH ,QGH[] DQG WKH 3KLODGHOSKLD 6F
SDLG GXULQJ WKH SHULRG SUHVHQWHG ZHUH DVVXPHG WR EH UHLQYHVWHG
GDWD

OLFURQ 7THFKQRORJ\ ,QF
6 3 &RPSRVLWH ,QGH]
3KLODGHOSKLD 6HPLFRQGXFWRU ,QGH[ 62;

, 7(0 >5(6(59('@

,7(0  0$1$*(0(17 6 ',6&866,21 $1' $1$/<6,6 2) ),1$1&,$/ &
5(68/76 2) 23(5$7,216

7KLV GLVFXVVLRQ VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK WKH FRQVROLGI
IRU WKH \HDBHW $SWEMHEHU $00 SHULRG UHIHUHQFHY DUH WR RXU ILVFDO SHULI
2XU ILVFDO \HDU LV WKH RU ZHHN SHULRG HQGLQJ RQ WKH 7KXUVGD\ FO
ZHHNV ILVEFDO FROQOWDLQHG ZHHNV DQG ILVFDO FROQWDLQHG ZHHT!
FROQOWDLQHG ZHHNV DQG DOO RWKHU ILVFDO TXDUWHU¥$QOQ® WIXHXHDW G BSO6
DPRXQWY DUH LQ PLOOLRQV H[FHSW SHU VKDUH DPRXQWYV

JRU DQ RYHUYLHZ RI RXU EXVLQHVV DQG FHUWDLQ UHODWHG WUHQGV VHH

SHVXOWYV RI 2SHUDWLRQV

&RQVROLGDWHG 5HVXOWYV

JRU WKH \HDU HQGHG

5HYHQXH
&RVW RI JRRGV VROG
*URVV PDUJLQ

5HVHDUFK DQG GHYHORSPHQW

BHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH

SHVWUXFWXUH DQG DVVHW LPSDLUPHQWYV 2 2

2WKHU RSHUDWLQJ LQFRPH H[SHQVH QHW 2 2 2
2SHUDWLQJ LQFRPH

,QWHUHVW LQFRPH H[SHQVH QHW 2 2
2WKHU QRQ RSHUDWLQJ LQFRPH H[SHQVH QHW 2

,QFRPH WD[ SURYLVLRQ EHQHILW

(TXLW\ LQ QHW LQFRPH ORVV RI HTXLW\ PHWKRG LQYHVWHHYV 2

I1HW LQFRPH DWWULEXWDEOH WR QRQFRQWURCGCOLQJ LOWHUHVWYV 2
1HW LQFRPH DWWULEXWDEOH WR OLFURQ

7TRWDO 5 HYR@®®W UHYHQXH IRU LQFUHDVHG DV FRPSDUHG WR SULPI
DQG 1%$1' VDOHYV 6DOHV RIIRAS0 SQREBNBWNG DV FRPSDUHG WR SULPDUL



ELW VKL &P HBRRK UDDQUG® D KLJK VLQJOH GLJLW SHUFHQW LQFUHDVH LQ DY
1$1' SURGXFWV IRU LQFUHDVHG SULFRBBOUBEHMRR LQFUHDVHV LQ ELW
KLJK UDQJDUWLDOO\ RIIVHW E\ D ORZ UDQJH GHFOLQH LQ DYHUDJH VHO
H[SHFW WKDW RXU ELW VKLSPHQWYV PD\ EH DGYHUVHO\ LPSDFWHG DV VRPH F
VWRUDJH SXUFKDVHV GXH WR VKRUWDJHV Rl QRQ PHPRU\ FRPSRQHQWYV DQG
FHUWDLQ ,& FRPSRQHQWYV

7TRWDO UHYHQXH IRU GHFUHDVHG DV FRPSDUHG WR SULPDULO\ GXH
E\ DQ LQFUHDVH LQ 1%$1' VDOHV 6DOHV RI '5%$0 SURGXFWYV IRU GHFUHDVH
VHOOLQJ SULFHVY GHFOLQHG LQ WKH PLG UDQJH GXH WR FKDOOHQJLQJ PD
VKLSPHQWY LQ WKH ORZ UDQJH GULYHQ E\ FORXG VHUYHU HQWHUSULVH
SURGXFWYV IRU LQFUHDVHG DV FRPSDUHG WR SULPDULO\ GXH WR L
UDQJH GULYHQ E\ VDOHV RI 66'V WR GDWD FHQWHU FXVWRPHUYVY DQG VDOHYV
KLJK VLQJOH GLJLW SHUFHQW GHFOLQH LQ DYHUDJH VHOOLQJ SULFHV

2YHUDOO *URVYXADBYH@DOO JURVV PDUJLQ SHUFHQWDJH LQFUHDVHG WR
SULPDULO\ GXH WR WKH LQFUHDVHV LQ '5$0 DYHUDJH VHOOLQJ SULFHV DQG
GHOLYHULQJ SURGXFWV IHDWXULQJ DGYDQFHG WHFKQRORJLHV SDUWLDOO\
2XU JURVV PDUJLQV LQFOXGHG WKH LPSDFW Rl XQGHUXWLOL]DWLRQ FRVWYV
DQG PLOOLRQ IRU 8QGHUXWLOL]DWLRQ FRVWY DW 078 GHFOLQHG
078xV /HKL IDFLOLW\ DQG FODVVLILFDWLRQ RI DVVHWV DV KHOG IRU VDOH D'
UHVXOWHG LQ WKH FHVVDWLRQ Rl GHSUHFLDWLRQ RQ WKRVH DVVHWY 6HH U
'DWD O 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV O /HKL 8WDK )
RI WKH VHFRQG TXDUWHU RI ZH FKDQJHG RXU PHWKRG RI LQYHQWRU\ FR
U),)20 &RQFXUUHQWO\ DV RI WKH EHJLQQLQJ RI WKH VHFRQG TXDUWHU RI
SURFHVVHV XVHG WR HVWLPDWH LQYHQWRU\ YDOXHV ZKLFK DIIHFWV WKH W
UHVXOWHG LQ D RQH WLPH LQFUHDVH WR FRVRLRODUIRRGY VROG RI DSSUR[LP]

2XU RYHUDOO JURVYV PDUJLQ SHUFHQWDJH GHFUHDVHG WR IRU I[URP
DYHUDJH VHOOLQJ SULFHV SDUWLDOO\ RIIVHW E\ WKH HIITHFW RI GHFUHDVH)
LQ HVYWLPDWHG XVHIXO OLYHV RI HTXLSPHQW LQ RXU 1%$1' ZDIHU IDEULFDWLH
HIHFXWLRQ LQ GHOLYHULQJ SURGXFWY IHDWXULQJ DGYDQFHG WHFKQRORJLF
SURGXFWLRQ FRVWV %DVHG RQ RXU DVVHVVPHQW RI SODQQHG WHFKQRORJ)\
UDWHV ZH UHYLVHG WKH HVWLPDWHG XVHIXO OLYHV RI WKH H[LVWLQJ HTXL
RXU UHVHDUFK DQG GHYHORLSYHAHUHDRIWHQ LRV WIRIP EHILQQLQJ RI WKH ILU

7KH UHYLVLRQ LQ HVWLPDWHG XVHIXO OLYHV UHGXFHG 1$1' PDQXIDFW X1
Rl JRRGV VROG E\ DSSUR[LPDWHO\ PLOOLRQ IRU

SHYHQXKEVLQHVYV 8QLW

JRU WKH \HDU HQGHG

&1%8
0%S8
6%8
(%8
$00 2WKHU 2 2 2
3HUFHQWDJHV RI WRWDO UHYHQXH PD\ QRW WRWDO GXH WR URXQGLQJ
&KDQJHV LQ UHYHQXH IRU HDFK EXVLQHVV XQLW IRU DV FRPSDUHG WR
a &1%8 UHYHQXH LQFUHDVHG SULPDULO\ GXH WR EURDG EDVHG LQFUH!

KLJKHU DYHUDJH VHOOLQJ SULFHV IRU '5%0

a 0%8 UHYHQXH LQFUHDVHG SULPDULO\ GXH WR LQFUHDVHV LQ ELW VK
SURGXFWYV



6%8 UHYHQXH LQFUHDVHG DV LQFUHDVHYVY LQ ELW VKLSPHQWYV IRU 1%1
VHOOLQJ SULFHYV

(%8 UHYHQXH LQFUHDVHG SULPDULO\ GXH WR LQFUHDVHV LQ ELW VK
DXWRPRWLYH LQGXVWULDO DQG FRQVXPHU PDUNHWY DQG LPSURYHG ¢

&KDQJIJHV LQ UHYHQXH IRU HDFK EXVLQHVYV XQLW IRU DV FRPSDUHG WR

a

&1%8 UHYHQXH GHFUHDVHG SULPDULO\ GXH WR '5$0 SULFH GHFOLQHYV
GHPDQG SDUWLDOO\ RIIVHW E\ ELW VDOHV JURZWK DFURVV NH\ PDUNH\
PDUNHWV ,Q DGGLWLRQ LQ WKH VHFRQG TXDUWHU RI ZH GHWHUPL
SURGXFW URDGPDS ZHUH PRUH FORVHO\ DOLJQHG ZLWK RXU &1%8 VWUL
EHFDPH DQ LQWHJUDO SDUW RI &1%8 $FFRUGLQJO\ ZH EHJDQ WR UHSR
WKDW GDWH

0%8 UHYHQXH GHFUHDVHG SULPDULO\ GXH WR SULFH GHFOLQHV SDU
YDOXH PRELOH 0&3 SURGXFWYV

6%8 UHYHQXH GHFUHDVHG SULPDULO\ GXH WR WKH GHFOLQH LQ ' ;3R
RI DV QRWHG DERYH DQG 1$1' VHOOLQJ SULFH GHFOLQHVY SDUWLDO
UHYHQXH LQFOXGHG SURGXFWV PDQXIDFWXUHG DQG VROG WR ,QWHO X
DSSUR[LPDWLQJ FRVW ZKLFK LQFOXGHG ' ;3RLQW PHPRU\ DQG 1$1' DJ

PLOOLRQ IRU

(%8 UHYHQXH GHFUHDVHG SULPDULO\ GXH WR SULFH GHFOLQHV UHV)
&29," SDQGHPLF RQ DXWRPRWLYH LQGXVWULDO DQG FRQVXPHU VHJP
IURP WUDQVLWLRQV WR DQ LQFUHDVLQJ PL[ RI KLJK GHQVLW)\ '5$0 DQG

2SHUDWLQJ ,QFRPH /RVV E\ %XVLQHVYV 8QLW

JRU WKH \HDU HQGHG

&1%8

0%8
6%8
(%8

$00 2WKHU

3HUFHQWDJHYVY UHIOHFW RSHUDWLQJ LQFRPH ORVV DV D SHUFHQWDJH RI UH

&KDQJHV LQ RSHUDWLQJ LQFRPH RU ORVV IRU HDFK EXVLQHVYV XQLW IRU

a

a

a

a

&1%8 RSHUDWLQJ LQFRPH LQFUHDVHG SULPDULO\ GXH WR LQFUHDVHV L
SULFRADQXIDFWXULQJ FRVW UHGXFWLRQV DQG ORZHU 078 XQGHUXWLOL]
0%8 RSHUDWLQJ LQFRPH LQFUHDVHG SULPDULO\ GXH WR LQFUHDVHV LOQ
PDOQXIDFWXULQJ FRVW UHGXFWLRQV IRU ORZ SRZHU '530 DQG LQFUHDYV
6%8 RSHUDWLQJ LQFRPH LQFUHDVHG SULPDULO\ GXH WR ORZHU PDQXID
SDUWLDOO\ RIIVHW E\ GHFUHDVHV LQ VHOOLQJ SULFHV DQG KLJKHU 5
(%8 RSHUDWLQJ LQFRPH LQFUHPSHR YSHG PUJWEQQ G XH WRGXVWULDO DQG
UHGXFWLRQV IURP DQ LQFUHDVLQJ PL[ Rl OHDGLQJ HGJH ELWV DQG KL

&KDQJHV LQ RSHUDWLQJ LQFRPH RU ORVV IRU HDFK EXVLQHVYV XQLW IRU

a

a

a

&1%8 RSHUDWLQJ LQFRPH GHFUHDVHG SULPDULO\ GXH WR GHFOLQHV LC
FRVWYV LQ UHODWHG WR ' ;3RLQW

0%8 RSHUDWLQJ LQFRPH GHFUHDVHG SULPDULO\ GXH WR GHFOLQHV LQ
RITVHW E\ LQFUHDVHY LQ VDOHV RI KLJK YDOXH 0&3 SURGXFWYV DQG PDC
6%8 RSHUDWLQJ PDUJLQ LPSURYHG SULPDULO\ GXH WR ORZHU "' ;3RLQW
UHGXFWLRQV LQFUHDVHV LQ VDOHV YROXPHY DQG LPSURYHG SURGXF\
SULFHV



a (%8 RSHUDWLQJ LQFRPH GHFUHDVHG DV D UHVXOW RI GHFOLQHV LQ SUL
YROXPHV WR WKH DXWRPRWLYH DQG LQGXVWULDO PDUNHWYV

2SHUDWLQJ ([SHQVHV DQG 2WKHU

SHVHDUFKHDM® RSPHQW[SHQVHYV YDU\ SULPDULO\ ZLWK WKH QXPEHU RI GHYH
ZDIHUV SURFHVVHG WKH FRVW RI DGYDQFHG HTXLSPHQW GHGLFDWHG WR Qt
SHUVRQQH®HFDVWW RI WKH OHDG WLPHVY QHFHVVDU\ WR PDQXIDFWXUH RXU ¢
ZDIHUV EHIRUH FRPSOHWLRQ RI SHUIRUPDQFH DQG UHOLDELOLW\ WHVWLQJ
ZKHQ LW LV TXDQRQWHGE WKURKXYLHZY DQG WHVWYV IRU SHUIRUPDQFH DQG UH(
VLIQLILFDQWO\ GHSHQGLQJ RQ WKH WLPLQJ RI SURGXFW TXDOLILFDWLRQ

5" H[SHQVHV IRU LQFUHDVHG DV FRPSDUHG WR SULPDULO\ GXH WR
DQG GHSUHFLDWLRQ H[SHQVH UHVXOWLQJ IURP KLJKHU FDSLWDO VSHQGLQJ
DQG SUHTXDOLILFDWLRQ ZDIHUV 5 ' HI[SHQVHV IRU ZHUH KLIKHU DV FR

LOQFUHDVHY LQ YROXPHV RI GHYHORSPHQW DQG SUH TXDOLILFDWLRQ ZDIHUV
SDUWQHUV LQFUHDVHV LQ HPSOR\HH FRPSHQVDWLRQ DQG LQFUHDVHV LQ V
GHSUHFLDWLRQ H[SHQVH IURP WKH UHYLVLRQ RI WKH HVWLPDWHG XVHIXO O

6HOOLWQHUDO DQG $GPEQBVVWBBYVLNW IRU ZHUH UHODWLYHO\ XQFKDQJH(
6* $ HISHQVHV IRU ZHUH KLIKHU DV FRPSDUHG WR GXH WR LQFUHDYV
OHJDO FRVWY SDUWLDOO\ RIIVHW E\ D UHGXFWLRQ LQ FRQVXOWLQJ IHHV

SHVWUXFWXUH DQG $VVH® ,PSZIUPHRWHYG GHYHORSPHQW RI ' ;3RLQW WHFK
/HKL IDFLOLW\ DVVHWY DV KHOG IRU VDOH :H UHHARIOUR I3 DWIHH & WD FVKHU B \
KHOG IRU VDOH WR WKH H[SHFWHG FRQVLGHUDWLRQ WR EH UHFHLYHG XQGH
U,WHP JLQDQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD O 1RWHV WR &
)DE DQG ' ;3RLQW U

2WKHU 2SHUDWLQJ DQG 1RQ 2SHUDWIHM UQFRPH J[SHDOFHLDO 6WDWHPHQWYV L
'DWD O 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV O 2WKHU 2SHUI
2SHUDWLQJ ,QFRPH ([SHQVH 1HW U

,QWHUHVW ,QFRPHIHWSHQWHUHVW H[SHQVH IRU LQFUHDVHG E\ PLOOLR
GXH D GHFUHDVH RI PLOOLRQ LQ LQWHUHVW LQFRPH DV D UHVXOW RI GHF
LQYHVWERHQ@WD W[HSHOWM R U ZDV DV FIRPGDRII G WR PLOOLRQ RI QHW LG

D FKDQJH RI PLOOLRQ SULPDULO\ GXH WR D PLOOLRQ GHFUHD
GHFUHDVHV LQ LQWHUHVW UDWHV SDUWLDOO\ RIIVHW E\ KLJKHU DYHUDJH O
PLOOLRQ LQFUHDVH LQ LQWHUHVW H[SHQVH SULPDULO\ GXH WR DQ LQFUHDYV
WKH DPRXQW RI LQWHUHVW H[SHQVH FDSLWDOL]HG LQ

,QFRPH 7DIKV LQFRPH WD[ SURYLVLRQ EHQHILW FRQVLVWHG RI WKH IROOR:
JRU WKH \HDU HQGHG

,QFRPH EHIRUH WD[HV
,QFRPH WD[ SURYLVLRQ EHQHILW
(I!THFWLYH WD[ UDWH

2XU HIIHFWLYH WD[ UDWH GHFUHDVHG LQ DV FRPSDUMNIGCOWRRRQE F-SQUH ADW L O
UHFRUGHG IRU WK H IGO0 CAKDAHULWR CGREKKL DVVHWYV KMOGWRH MVWHPDWHG

FRQVLGHUDWLRQ WR EH UHDOL]HG IURP WKH VDOH RIWKKHRVHKD®DVHW W FORXVY
HITHFWLYH WD[ UDWH LQ WKH SHULRGY SUHVHQWHG ZHUH SULPDULO\ GXH W|
SURYLVLRQ GHFUHDVHG LQ DV FRPSDUHG WR SULPDULO\ DV D UHVXOV

‘H RSHUDWH LQ D QXPEHU RI MXULVGLFWLRQV RXWVLGH WKH 8QLWHG 6WDW
DUUDQJHPHQWY 7KHVH LQFHQWLYHV H[SLUH LQ ZKROH RU LQ SDUW DW YD
SDUW XSRQ PHHWLQJ FHUWDLQ EXVLQHVYV RSHUDWLRQV DQG HPSOR\PHQW W



DUUDQJHPHQWY UHGXFHG RXW MWDJ BRURH ILWVLIRGY RXU GLOXWHG HDURUQJV SHI
E\ PLOOLRQSHU GLOXWHG VKDQE ERRLOOLRQSHU GLOXWHG VKDUH IRL

6HH U,WHP JLQDQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD O 1RWHYV
,QFRPH 7D[HV U

/ILTXLGDL@YG &DSLWDOV5HVRXUFH

2XU SULPDU\ VRXUFHV RI OLTXLGLW\ DUH FDVK JHQHUDWHG IURP RSHUDWLR
DQG ILQDQFLDO LQVWLWXWLRQV &DVK JHQHUDWHG IURP RSHUDWLRQV LV Kl
ZKLFK FDQ YDU\ VLIJQLILFDQWO\ IURP SHULRG WR SHULRG :H DUH FRQWLQXR
RXU FDSLWDO H[SHQGLWXUHY DQG RQJRLQJ RSHUDWLRQV :H H[SHFW IURP \
WUDQVDFWLRQV IRU VXFK SXUSRVHV LQFOXGHQW MKEHUVV XDRIEFGOMINYHFXULYV
DYDLODEOH WR GUDZ XQGHU R XUH5H YSRH-Y\. VR &WHAFG-OMRPRFPUFOALNMAG Y TURP WKH
RXU /HKL IDELQLMWKRHVIRRUVW TXDUWHU RI

&DVK DQG PDUNHWDEOH LQYH\EW® BGMM SWRHPEBH®D QG ELOOVRR)

6HSWHPEHU 2XU LQYHVWPHQWY FRQVLVW SULPDULO\ RI EDQN GHSRVLWYV PI
JUDGH IL[HG LQFRPH VHFXULWLHV ZKLFK DUH GLYHUVLILHG DPRQJ LQGXVW
ZH LQYHVW WKURXJK KLJK FUHGLW TXDOLW\ ILQDQFLDO LQVWLWXWLRQV DQC
HISRVXUH E\ UHVWULFWLQJ WKH DPRXQW RI LQY&FHSWPHHREMVY ZLWKELQOVRQJIRI
RXU FDVK DQG PDUNHWDEOH LQYHVWPHQWY ZDV KHOG E\ RXU IRUHLJQ VXEV

7R GHYHORS QHZ SURGXFW DQG SURFHVV WHFKQRORJ\ VXSSRUW IXWXUH JU
SURGXFW TXDOLW\ ZH PXVW FRQWLQXH WR LQYHVW LQ PDQXIDFWXULQJ WHF
HVWLPDWH FDSLWDO H[SHQGLWXUHV LQ IRU SURSHUW\ S QIRQEMIWDAMHG @ T X

ELOOLRQ DQG ELOOLRQ DQG ZH H[SHFW WKH WLPLQJ RI RXU FDSLWDO
KDOI RI &DSLWDO H[SHQGLWXUHV IRU DUH GULYHQ E\ RXU FRQWLQXH
HQDEOHPHQW IRU QH[W JHQHUDWLRQ 1$1' DQG '5%0 DQG FRQWLQXHG LQIUD)
LQWURG X(BW OR® RR JFIWSKDO DPRXQWYV IRU ZLOO YDU\ GHSHQGLQJ RQ PDU
BHSWHPEHU ZH KDG SXUFKDVH REOLJDWLRQELDIORRIRHLPPTWHELWLRQ RI S
DQG HTXLSPHQW RI ZKLFK DBSISUR|EPIBWHWHG WR EH SDLG ZLWKLQ RQH \HDU

JRD GHVFULSWLRQ RI FRQWUDFWXDO REOLJDWLRQV VXFK DV GHEW OHDVH\
6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD O 1RWHV WR &RQVROLGDWHG )LQD
&RPPLWPHQWYV U

2XWRDUG RI 'LUHFWRUV KDV DXWKRUL]HG WKH GAIMFEHRRX B QRXW VUMY G E® D \F
VWRFN WKURXJK RSHQ PDUNHW SXUFKDVHV EORFN WUDGHV SULYDWHO\ QH.
RU SXUVXDQW WR D 5XOH E WUDGLQJ SODQ 7KH UHSXUFKDVH DXWKRUL]L
XV WR DFTXLUH DQ\ FRPPRQ VWRFN DQG LV VXEMHFW WR PDUNHW FRQGLWL
RI DYDLODEOH FBNEWHWPRERNIKH KDYH UHSXUFKDVHG DQ ELIJEHERQWVHHDRW KR U L
DPRXQW 6HH U,WHP )LQDQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD
O (TXLW\ U

2Q $XIXVW DOQ@RXQFHG WKDW RXU %RDUG RI '"LUHFWRUV KDG GHFODUHG I
SD\DEOH LQ FDVK RQ 2FWREHU WR VKDUHKROGHUV RI UHFRUG DV RI W
GHFODUDWLRQ DQG SD\PHQW RI DQ\ IXWXUH FDVK GLYLGHQGYV DUH DW WKH ¢
Rl 'LUHFWRUV 2XU %RDUG RI 'LUHFWRUV GHFLVLRQV UHJDUGLQJ WKH DPRX!
IDFWRUV VXFK DV RXU ILQDQFLDO FRQGLWLRQ UHVXOWY RI RSHUDWLRQV F
REOLJDWLRQV FRQWUDFWXDO UHVWULFWLRQV LQGXVWU\ SUDFWLFH OHJDC
WKDW RXU %RDUG RI 'LUHFWRUV PD\ GHHP UHOHYDQW

‘H H[SHFW WKDW RXU FDVK DQG LQYHVWPHQWY FDVK IORZV IURP RSHUDWLR
PHHW RXU UHTXLUHPHQWY DW OHDVIMW KWUIREKU K DNVWH W HRW WKAR (RUKIW HHDEO|



&DVK )ORZV
JRU WKH \HDU HQGHG

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

(ITHFW RI FKDQJHV LQ FXUUHQF\ H[FKDQJH UDWHYVY RQ FDVK FDVK HTXLYDOH
UHVWULFWHG FDVK

1HW LQFUHDVH LQ FDVK FDVK HTXLYDOHQWYVY DQG UHVWULFWHG EDVK

2SHUDWLQJ $&EDNKISVIRRVYW.GHG E\ RSHUDWLQJ DFWLYLWLHY UHIOHFWY QHW LGQ

LQFOXGLQJ GHSUHFLDWLRQ H[SHQVH DPRUWL]DWLRQ RI LQWDQJLEOH DVVH\
FRPSHQVDWLRQ DQG WKH HIIHFWV RI FKDQJHV LQ RSHUDWLQJ DVVHWY DQG
RSHUDWLQJ DFWLYLWLHV IRU DV FRPSDUHG WR ZDV SULPDULO\ GXH W
LWHPV FRPSDUHG ZLWK WKH SULRU SHULRG DQG WKH HIITHFW RI ORZHU LQYH
GXH WR D KLJKHU OHYHO RI VDOHV 7KH GHFUHDVH LQ FDVK SURYLGHG E\ RS
ZDV SULPDULO\ GXH WR ORZHU QHW LQFRPH DQG FKDQJHV LQ ZRUNLQJ FDSL

LQYHVWLQJ $RWLYLWDHW FDVK XVHG IRU LQYHVWLQJ DFWLELAAIHRQFRIQVLVW
HISHQGLWXUHV IRU SURSHUW\ SODQW DQG HTXLSPHQ\WD B WQW UD ROQRRUILVE-DXN
FDSLWDO H[SBQGLWHKLOHB/LREW RXWIORZV IURP SXUFKDVHVY VDOHV DQG PDW
VHFXULWLHYV

JRU QHW FDVK XVHG IRU LQYHVWLQJ DFW LEYLOMUIHRWQ FRIQH/[IS\HQKEE VE XU A B U R(
DQG HTXLSPHQW SDUWLDOO\ RIIVHW E\ LQIORZV RI PLOOLRQ RI SDUWQH!
PLOORIR@QHW LQIORZV ITWODROBRGFRDWERY DWIDHWDEOH IRU VDOH VHFXULWLHYV

JRU QHW FDVK XVHG IRU LQYHVWLQJ DFWLYLWLHV FRQVLVWHG SULPDULC
DQG HTXLSPHQW SDUWLDOO\ RIIVHW E\ LQIORZV RI PLOOLRQHRM EDVUKVQH!
XVHG IRU LQYHVWLQJ DFWLY LBA OHWQ BRI AR RB XSG KDVHY VDOHV DQG PDW
DYDLODEOH IRU VDOH VHFXULWLHYV

JLODQFLQJ $HAWUYLWLANW FDVK XVHG IRU ILQDQFLQJ DFW LEILOVORHR/QFRIQ VLV W I

DFTXLVLWLRPQ RVKDPQUHYVY RI RXU FRPPRQ VWRFN XQGHU RXU ELOOLRQ VKDU
PLOOLRQ RI SD\PHQWY RQ HTXLSPHOQRLGCGRURKDRHFEBRAVEDDFMYWY WR VHWWO|

"1RWHV DQG PLOOLRQ RI UHSD\PHQWYV RI ILQDQFH OHDVHYV DQG RWKH
R ELOQODBOIU DQ XQVHFXUHG 7THUP /RDQ $ DQG XVHGC BAIOHD ISRIRFHHGV W
([ WLQJIJXLVKHG 7THUP /RDQ $

YJRU QHW FDVK XVHG IRU ILQDQFLQJ DFWLYLWLHY FRQVLVWHG SULPDULO
GHEW LQFOXGLQJ ELOOLRQ WR SD\ GRZQ ERUURZLQJV XQGHU RXU 5HYR
RI ,0)7xV GHEW REOLJDWLRQV WR ,QWHO PLOOLRQ WR SUHSD\ RXU 1F
QRWHV DQG PLOOLRQ IRU VFKHGXOHG UHSD\PHQW RI ILQDQFH OHDVHYV
QRQFRQWUROOLQJ LQWHPHYWRRMWKH DFIXLPLOY®EKRQHY RI RXU FRPPRQ VWHF
RXU VKDUH UHSXUFKDVH DXWKRUL]DWLRQ &DVK XVHG IRU ILQDQFLQJ DFWLY
ELOOLRQ IURP RXU 5HYROYLQJ &UHGLW )DFLOLW\ ELOOLRQ IURP WKH
7HUP /RDQ $

JRU QHW FDVK XVHG IRU ILQDQFLQJ DFWLYLWLHYVY FRQVLVWHG SULPDULO
VKDUHV RI WUHDVXU\ VWRFN XQGHU RXU VKDUH UHSXUFKDVH DXWKRUL]DWLF

ELOOLRQ WR VHWWOH FRQYHUVLRQV RI QRWHYV PLOOLRQ WR SUHSD\
UHSD\PHQWYV RI ,0)7xV GHEW REOLJDWLRQV WR ,QWHO DQG PLOOLRQ IRU
OHDVHV &DVK XVHG IRU ILQDQFLQJ DFWLYLWLHYV ZDV SDUWLDOO\ RIIVHW E\
LVVXDQFH RI WKH IRWHYV IRWHYV 1RWHYV I1RWHV DQG I1RW|

6HH U,WHP JLQDQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD O 1RWHV



&ULWLFDO $FFRXQWLQJ (VWLPDWHYV

7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY DQG UHODWHG GLVFORVXUH
WR PDNH HVWLPDWHY DQG MXGIJPHQWYV WKDW DIIHFW WKH UHSRUWHG DPRXC
UHODWHG GLVFORVXUHV (VWLPDWHY DQG MXGJPHQWY DUH EDVHG RQ KLVW]I
RWKHU DVVXPSWLRQV WKDW ZH EHOLHYH WR EH UHDVRQDEOH XQGHU WKH FI
XQGHU GLITHUHQW DVVXPSWLRQV RU FRQGLWLRQV H HYDOXDWH RXU HVWLF
PDQDIJHPHQW EHOLHYHV WKH DFFRXQWLQJ SROLFLHY EHORZ DUH FULWLFDO
RI RSHUDWLRQV DQG UHTXLUH PDQDJHPHQWxV PRVW GLIILFXOW VXEMHFWLY

ERQWLQIJHMBFDMWYW VXEMHFW WR WKH SRVVLELOLW\ RI ORVVHV IURP YDULRXYV |
QHFHVVDU\ WR HVWLPDWH WKH SUREDELOLW\ DQG DPRXQW RI D ORVV LI DQ
ZKHQ LW LV SUREDEOH WKDW D OLDELOLW\ KDV EHHQ LQFXUUHG RU DQ DVVEF
UHDVRQDEO\ HYWLPDWHG ,Q DFFRXQWLQJ IRU WKH UHVROXWLRQ RI FRQWLC
HVWLPDWH DPRXQWY SHUWDLQLQJ WR SHULRGYV SULRU WR WKH UHVROXWLRC
UHVROXWLRQ DQG DPRXQWYV UHODWHG WR IXWXUH SHULRGYV

*RRGZLBONHVW JRRGZLOO IRU LPSDLUPHQW LQ RXU IRXUWK TXDUWHU HDFK \
LPSDLUPHQW H[LVW WR GHWHUPLQH ZKHWKHU LW LV PRUH OLNHO\ WKDQ QR
LV OHVV WKDQ LWV FDUU\LQJ YDOXH )RU UHSRUWLQJ XQLWYV IRU ZKLFK WKL
WKDW WKH IDLU YDOXH LV PRUH WKDQ LWV FDUU\LQJ YDOXH JRRGZLOO LV F
SHUIRUP WKH JRRGZLOO LPSDLUPHQW WHVW 4XDOLWDWLYH IDFWRUV FRQVL
FRQVLGHUDWLRQV RYHUDOO ILQDQFLDO SHUIRUPDQFH DQG RWKHU UHOHYD
UHSRUWLQJ XQLW )RU UHSRUWLQJ XQLWV IRU ZKLFK WKLY DVVHVVPHQW FR(
YDOXH LV EHORZ WKH FDUU\LQJ YDOXH JRRGZLOO LV WHVWHG IRU LPSDLUP
XQLW DQG FRPSDULQJ LW WR WKH FDUU\LQJ YDOXH RI WKH QHW DVVHWYV DV\
UHSRUWLQJ XQLW H[FHHGV LWV FDUU\LQJ YDOXH JRRGZLOO LV FRQVLGHUHC
XQLW H[FHHGV LWV IDLU YDOXH ZH ZRXOG UHFRUG DQ LPSDLUPHQW ORVV X!
LPSOLHG IDLU YDOXH )RU RXU TXDOLWDWLYH DVVHVVPHQW LQGLFDWHG
VXEVWDQWLDOO\ HIFHHGHG WKHLU FDUU\LQJ YDOXH DQG WKDW D TXDQWLWL

"HWHUPLQLQJ ZKHQ WR WHVW IRU LPSDLUPHQW WKH UHSRUWLQJ XQLWV WK
IDLU YDOXH RI WKH UHSRUWLQJ XQLW UHTXLUHYV VLIJQLILFDQW MXGJPHQW DC
DVVXPSWLRQV 7KHVH HVWLPDWHY DQG DVVXPSWLRQV LQFOXGH UHYHQXH JL
RWKHU H[SHQVHVY DQG DUH GHYHORSHG DV SDUW RI RXU ORQJ UDQJH SODQQ
EXVLQHVY SODQQLQJ IRUHFDVWLQJ DQG FDSLWDO EXGJHWLQJ DV SDUW RI

WHVW WKH UHDVRQDEOHQHVV RI WKH RXWSXW RI RXU ORQJ UDQJH SODQQLQ
DQG FRPSDULQJ WKDW WR FXUUHQW VWRFN SULFHV DQDO\WWVx FRQVHQVXYV
HVWLPDWHY DQG DVVXPSWLRQV DUH XVHG WR FDOFXODWH SURMHFWHG IXW?
GLVFRXQWHG XVLQJ D ULVN DGMXVWHG UDWH WR HVWLPDWH D IDLU YDOXH

DSSURSULDWH PDUNHW FRPSDUDEOHYV :H EDVH IDLU YDOXH HVWLPDWHV RQ
WKDW DUH XQSUHGLFWDEOH DQG LQKHUHQWO\ XQFHUWDLQ $FWXDO IXWXUH

,QFRPH WDHHWUH UHTXLUHG WR HVWLPDWH RXU SURYLVLRQ IRU LQFRPH WDI[F
UHFRYHUDEOH LQ QXPHURXV WD[ MXULVGLFWLRQV DURXQG WKH ZRUOG 7KH
LOQWHUSUHWDWLRQV RI UHJXODWLRQV DQG DUH LQKHUHQWO\ FRPSOH[ 5HVR
MXULVGLFWLRQV PD\ QRW EH NQRZQ IRU PDQ\ \HDUV DIWHU FRPSOHWLRQ RI
HYDOXDWH WKH UHDOL]DELOLW\ RI RXU GHIHUUHG WD[ DVVHWYVY RQ DQ RQJRL
UHTXLUHV WKH DVVHVVPHQW RI RXU SHUIRUPDQFH DQG RWKHU UHOHYDQW II
GHSHQGHQW RQ RXU DELOLW\ WR JHQHUDWH IXWXUH WD[DEOH LQFRPH 2XU
SDUW RQ RXU DELOLW\ WR IRUHFDVW IXWXUH WD[DEOH LQFRPH LQ -DSDQ W
IRUHFDVWY DUH LOQKHUHQWO\ GLIILFXOW DQG LQYROYH VLIJQLILFDQW MXGJP
VHOOLQJ SULFHVY DQG VDOHYVY YROXPHV PDQXIDFWXULQJ DQG RYHUKHDG FRYV
WKDW VLIJQLILFDQWO\ LPSDFW RXU DQDO\WHV RI WKH DPRXQW RI QHW GHIHU
UHDOL]HG

, QYHQWRQYHQWRULHY DUH VWDWHG DW WKH ORZHU RI FRVW RU QHW UHDOL]
),)2 EDVLV (IIHFWLYH DV RI WKH EHJLQQLQJ RI WKH VHFRQG TXDUWHU RI



FRVWLQJ IURP DYHUDJH FRVW WR ),)2 &RVW LQFOXGHV GHSUHFLDWLRQ ODE
SURGXFW DQG SURFHVV WHFKQRORJ\ FRVWYV 'HWHUPLQLQJ QHW UHDOL]DEOH
MXGJPHQWY LQFOXGLQJ SURMHFWLQJ IXWXUH DYHUDJH VHOOLQJ SULFHV D
SULFHY DQG VDOHV YROXPHV ZH UHYLHZ UHFHQW VDOHV YROXPHV H[LVWLC
LQGXVWU\ DQDO\VHV Rl VXSSO\ DQG GHPDQG VHDVRQDO IDFWRUV JHQHUDO
VHOOLQJ SULFHY DQG YROXPHV PD\ YDU\ VLIJQLILFDQWO\ IURP SURMHFWHG ¢
VHPLFRQGXFWRU PHPRU\ DQG VWRUDJH PDUNHWYV :KHQ WKHVH DQDO\VHV Ut
RXU PDQXIDFWXULQJ FRVWV ZH UHFRUG D FKDUJH WR FRVW RI JRRGV VROG
$V D UHVXOW WKH WLPLQJ Rl ZKHQ SURGXFW FRVWYV DUH FKDUJHG WR FRVW
IRUHFDVWHG DYHUDJH VHOOLQJ SULFHV XVHG LQ FDOFXODWLQJ ORZHU RI FF
VLIJQLILFDQW FKDQJHV LQ WKH HVWLPDWHG QHW UHDOL]JDEOH YDOXH RI SUR
GRZQ UHFRUGHG )RU H[DPSOH D YDULDQFH LQ WKH HVWLPDWHG VHOOLQ!.
UHDOL]DEOH YDOXH RI RXU LQYHQWRU\ E6BSWHREHWD WXID\WR WHKID ¥ RRO® \I I/ OR
RI WKH VHPLFRQGXFWRU PHPRU\ DQG VWRUDJH PDUNHWVY DFWXDO VHOOLQJ
SURMHFWHG SULFHV DQG YROXPHV DV D UHVXOW WKH WLPLQJ RI ZKHQ SUR
VLIQLILFDQWO\

86 *$$3 SURYLGHV IRU SURGXFWV WR EH JURXSHG LQWR FDWHJRULHV LQ R
YDOXHV 7KH DPRXQW RI DQ\ LQYHQWRU\ ZULWH GRZQ FDQ YDU\ VLIJQLILFDQ\
FDWHJRULHV ‘H UHYLHZ WKH PDMRU FKDUDFWHULVWLFV RI SURGXFW W\SH L
ZKLFK ZH SHUIRUP WKH ORZHU RI DYHUDJH FRVW RU QHW UHDOL]DEOH YDOX
'5$0 1%$1' DQG RWKHU PHPRU\ DV D VLQJOH JURXS

BURSHUW\ SODQW DMGSHTUAIRSPIHFQW O\ DVVHVV WKH HVWLPDWHG XVHIXO OLY
HTXLSPHQW EDVHG RQ WHFKQRORJ\ QRGH WUDQVLWLRQV ADSIOWBOUHWMSHRLG W
FDUU\LQJ YDOXH RI SURSHUW\ SODQW DQG HTXLSPHQW IRU LPSDLUPHQW Z¥
FDUU\LQJ YDOXH RI DQ DVVHW RU JURXS RI DVVHWYV PD\ QRW EH UHFRYHUDE
WR UHVXOW IURP LWV XVH DQG RU GLVSRVLWLRQ ,Q FDVHV ZKHUH XQGLVFR
FDUU\LQJ YDOXH DQ LPSDLUPHQW ORVV LV UHFRJQL]JHG HTXDO WR WKH DPR
HVWLPDWHG IDLU YDOXH RI WKH DVVHWY 7KH HVWLPDWH RI IXWXUH FDVK IC
VLIQLILFDQW MXGJPHQW E\ XV LQFOXGLQJ EXW QRW OLPLWHG WR IXWXUH
GLVSRVDO RI WKH DVVHWYV [IXWXUH VHOOLQJ SULFHV IRU RXU SURGXFWYV DC(
VLIQLILFDQW MXGJPHQW LV UHTXLUHG LQ GHWHUPLQLQJ WKH JURXSV RI DV\
SHUIRUPHG

5HYHQXH UHFRIQRYWQRK LV SULPDULO\ UHFRJQL]J]HG DW D SRLQW LQ WLPH ZK
WUDQVIHUUHG WR RXU FXVWRPHUV LQ DQ DPRXQW WKDW UHIOHFWYV WKH FR(
WKRVH JRRGV &RQWUDFWYV ZLWK RXU FXVWRPHUVY DUH JHQHUDOO\ VKRUW W
SD\PHQW JHQHUDOO\ GXH VKRUWO\ DIWHU GHOLYHU\ :H HVWLPDWH D OLDEL
EDVHG RQ KLVWRULFDO UHWXUQV ,Q DGGLWLRQ ZH JHQHUDOO\ RIIHU SULFI
YDULDEOH FRQVLGHUDWLRQ WKDW GHFUHDVHV WKH WUDQVDFWLRQ SULFH

SULFH DGMXVWPHQWY DQG FXUUHQW SULFLQJ WUHQGY WR HVWLPDWH WKH
GLVWULEXWRUV '"LITHUHQFHVY EHWZHHQ WKH HVWLPDWHG DQG DFWXDO DPRX

SHFHQWO\ $GRSWHG $FFRXQWLQJ 6WDQGDUGV

6HH U,WHP )LQDQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD O 1RWHYV
SHFHQWO\ $GRSWHG $FFRXQWLQJ 6WDQGDUGV U

SHFHQWO\ ,VVXHG $FFRXQWLQJ 6WDQGDUGYV

1R PDWHULDO LWHPV
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, QWHUHVW 5DWH 5LVN

‘H DUH H[SRVHG WR LQWHUHVW UDWH ULVN UHODWHG WR RXBHIWBREMWWHGQH"
DQGHSWHPEHU ZH KDG IL[HG UDWHLODEME@®R! ELOOLRQ UHVSHFWLYHO\ [
WKH IDLU YDOXH RI RXU GHEW IOXFWXDWHY ZLWK FKDQJHW HQWHREHW LQW!
DQGHSWHPEHU D GHFUHDVH LQ PDUNHW LQWHUHVW UDWHYV RI ZRXOG L
UDWH GHEW E\ DSSUR[LPDWHO\ PLOOLRQ D&HES WH RPEHIDWD LA K D 8 WSHFWDILEYCH
UDWH GHEW RI ELOOLRQ DQG WKHUHIRUH D LOQFUHDVH LQ WKH LQWHL
DQ LQFUHDVH LQ DQQXDO LQWHUHVW H[SHQVEHBWBESEUR[LADWB®\YDURDGEOHR
GHEW RI ELOOLRQ DQG WKHUHIRUH D LOQFUHDVH LQ WKH LOQWHUHVW L
LQFUHDVH LQ DQQXDO LQWHUHVW H[SHQVH RI DSSUR[LPDWHO\ PLOOLRQ

JRUHLJQ &XUUHQF\ ([FKDQJH 5DWH 5LVN

7KH LQIRUPDWLRQ LQ WKLV VHFWLRQ VKRXOG EH UHDG LQ FRQMXQFWLRQ ZL
H[FKDQJH UDWHV LQ U3DUW , O ,WHP $ 5LVN )DFWRUV U &KDQJHV LQ FXUUH
DIIHFW RXU UHVXOWV Rl RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ

7TKH IXQFWLRQDO FXUUHQF\ IRU DOO RI RXU RSHUDWLRQV LV WKH 8 6 GROOI
WUDQVDFWHG LQ WKH 8 6 GROODU KRZHYHU VLJQLILFDQW DPRXQWYV RI RXL
FHUWDLQ DVVHWY DQG OLDELOLWLHY DUH LQFXUUHG LQ RU H[SRVHG WR RW
1HzZ 7DLZDQ GROODU 6LQJDSRUH GROODU DQG \HQ :H KDYH HVWDEOLVKHG
PRQHWDU\ DVVHWY DQG OLDELOLWLHY GHQRPLQDWHG LQ IRUHLJQ FXUUHQFL
YRODWLOLW\ RI IXWXUH FDVK IORZV FDXVHG E\ FKDQJHV LQ FXUUHQF\ H[FKD
FROWUDFWY LQ WKHVH KHGJLQJ SURJUDPV ZKLFK UHGXFH EXW GR QRW DO?:
HIFKDQJH UDWH PRYHPHQWY :‘H GR QRW XVH GHULYDWLYH ILQDQFLDO LQVW

%DVHG RQ PRQHWDU\ DVVHWY DQG OLDELOLWLHY GHQRPLQDWHG LQ IRUHLJC
FKDQJH LQ H[FKDQJH UDWHYVY YHUVXV WKH 8 6 GROODU ZRXO@BRYXOW LQ O
6HSWHPEHU DQG PLOMMWVRHISWHPEHU :H KHGJH RXU H[SRVXUH WR FKDQJHV L
HIFKDQJH UDWHV E\ XWLOL]LQJ D UROOLQJ KHGJH VWUDWHJ\ IRU RXU SULPD
FRQWUDFWY WKDW JHQW W DHEREQ VWIROW X7KHH HIWHHVWLYHQHVYVY RI RXU KHGJHV LV C
IDFWRUV XSRQ RXU DELOLW\ WR DFFXUDWHO\ PHDVXUH H[SRVXUHV RQ D WL
FDVK IORZV IURP FKDQJHV LQ FXUUHQF\ H[FKDQJH UDWHYV IRU FHUWDLQ FDSI
PD\ XWLOL]JH FXUUHQF\ IRUZDUG FR QW U D¥FZ\Rd DAUR/D W6 BI Hl QUH, WIHPO \ B DOVDXQFH. Z DW
DQG 6XSSOHPHQWDU\ 'DWD O 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWH|
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OLFURQ 7HFKQRORJ\ ,QF
&RQVROLGDWHG 6WDWHPHQWYV RI :

LQ PLOOLRQV H[FHSW SHU VKDUH DPRXQWYV

6HSWHPEHHUSWHPEKBXJIXVW
JRU WKH \HDU HQGHG

S5HYHQXH
&RVW RI JRRGV VROG
*URVV PDUJLQ

5HVHDUFK DQG GHYHORSPHQW

6HOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH
S5HVWUXFWXUH DQG DVVHW LPSDLUPHQWYV
2WKHU RSHUDWLQJ LQFRPH H[SHQVH QHW
2SHUDWLQJ LQFRPH

,QWHUHVW LQFRPH
,QWHUHVW H[SHQVH
2WKHU QRQ RSHUDWLQJ LQFRPH H[SHQVH QHW

,QFRPH WD[ SURYLVLRQ EHQHILW
(TXLW\ LQ QHW LQFRPH ORVV RI HTXLW\ PHWKRG LQYHVWHHYV
1HW LQFRPH

1HW LQFRPH DWWULEXWDEOH WR QRQFRQWUROOLGJ LQWHUHVWYV
1HW LQFRPH DWWULEXWDEOH WR OLFURQ

(DUQLQJV SHU VKDUH
%DVLF
'LOXWHG

1XPEHU RI VKDUHYVY XVHG LQ SHU VKDUH FDOFXODWLRQV
%DVLF
'LOXWHG

6HH DFFRPSDQ\LQJ QRWHV WR FRQVROLGDWHG ILQDQFLDO V



OLFURQ 7HFKQRORJ\ ,QF
&RQVROLGDWHG 6WDWHPHQWYV RI ¢

LQ PLOOLRQYV

6HSWHPEGFHSSWHPEIBXJIXVW
JRU WKH \HDU HQGHG

1HW LQFRPH

2WKHU FRPSUHKHQVLYH LQFRPH ORVV QHW RI WD]
*DLQV ORVVHV RQ GHULYDWLYH LQVWUXPHQWYV

*DLQV ORVVHV RQ LQYHVWPHQWYV

3HQVLRQ OLDELOLW\ DGMXVWPHQWYV

JRUHLJQ FXUUHQF\ WUDQVODWLRQ DGMXVWPHQWYV 2
2WKHU FRPSUHKHQVLYH LQFRPH ORVYV

7RWDO FRPSUHKHQVLYH LQFRPH
&RPSUHKHQVLYH LQFRPH DWWULEXWDEOH WR QRQFRQWUROOLQJ LQWHUH\

&RPSUHKHQVLYH LQFRPH DWWULEXWDEOH WR OLFURQ

6HH DFFRPSDQ\LQJ QRWHVY WR FRQVROLGDWHG ILQDQFLDO V



OLFURQ 7HFKQRORJ\ ,QF
&RQVROLGDWHG %DODQFH 6KHHWYV

LQ PLOOLRQV H[FHSW SDU YDOXH DPRXQWYV

6HSWHPEHHUSWHPEHU
$V RI

$VVHWV
&DVK DQG HTXLYDOHQWYV
6KRUW WHUP LQYHVWPHQWYV
SHFHLYDEOHYV
,QYHQWRULHYV
$VVHWYV KHOG IRU VDOH 2
2WKHU FXUUHQW DVVHWV

7RWDO FXUUHQW DVVHWYV
/JRQJ WHUP PDUNHWDEOH LQYHVWPHQWYV
3URSHUW\ SODQW DQG HTXLSPHQW
2SHUDWLQJ OHDVH ULJKW RI XVH DVVHWV
,QWDQJLEOH DVVHWYV
'"HIHUUHG WD[ DVVHWYV
*RRGZLOO
2WKHU QRQFXUUHQW DVVHWV

7RWDO DVVHWYV

/ILDELOLWLHY DQG HTXLW\
$FFRXQWV SD\DEOH DQG DFFUXHG H[SHQVHYV
&XUUHQW GHEW
2WKHU FXUUHQW OLDELOLWLHV
7RWDO FXUUHQW OLDELOLWLHV
/IRQJ WHUP GHEW
1RQFXUUHQW RSHUDWLQJ OHDVH OLDELOLWLHYV
1RQFXUUHQW XQHDUQHG JRYHUQPHQW LQFHQWLYHYV
2WKHU QRQFXUUHQW OLDELOLWLHYV
7RWDO OLDELOLWLHYV

&RPPLWPHQWY DQG FRQWLQJHQFLHYV

OLFURQ VKDUHKROGHUVY HTXLW\

&RPPRQ VWRBPN YDOXKIDUHY DXWKRDUHNLVVRXKWEBQROQGLQJ
VKDUHV LVVRXGWMQPYOGQGLQRJ DV RI 6HSWHPEHU

$GGLWLRQDO FDSLWDO
5SHWDLQHG HDUQLQJV
7UHDV XU\ WKADRIAH\W \KKIIDWEHY DV RI 6HSWHPEHU
$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH ORVYV
7RWDO HTXLW\

7RWDO OLDELOLWLHV DQG HTXLW\

6HH DFFRPSDQ\LQJ QRWHV WR FRQVROLGDWHG ILQDQFLDO V



OLFURQ 7HFKQRORJ\

LQ PLOBLRM)SW SHU VKDUH DPRXQWYV

OLFURQ 6KDUHKR

QF
&RQVROLGDWHG 6WDWHPHQWY RI &l

OGHUV

&RPPRQ 6WRFN

$FF
1XPEHU 2

RI $GGLWERWD OQHG \&RP
6KDUSBRRXQEDSLWDOQLBIWRFNDF

OLFFRROOWUROOLQJ

WHVYHVMRW DQ
VLG L DTULUHW

%DODQFH DW $XJXVW

&XPXODWLYH HIIHFW IURP DGRSWLRQ RlI QHZ
DFFRXQWLQJ VWDQGDUGV?

1HW LQFRPH 2 2 2 2
2WKHU FRPSUHKHQVLYH LQFRPH ORVAY QHW 2

6WRFN LVVXHG XQGHU VWRFN SODQV 2 2
6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH 2 2
5HSXUFKDVH RI VWRFN 2

$FTXLVLWLRQV RI QRQFRGWUR®OLQJ LQWHUHVW?2

S5HFODVVLILFDWLRQ RI UHGHHPDEOH FRQYHUWLEOH

QRWHV QHW
&DVK VHWWOHPHQW RI FRQYHUWLEOH QRWHYV 2

N

N

N

%DODQFH DW $XJXVW

1HW LQFRPH 2 2 2 2
2WKHU FRPSUHKHQVLYH LQFRPH ORVAY QHW 2
BWRFN LVVXHG XQGHU VWRFN SODQV 2 2
6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH 2 2
5HSXUFKDVH RI VWRFN 2

BHWWOHPHQW RI FDSSHG DO 0¥ 2

$FTXLVLWLRQV Rl QRQFRGBWUR®OLQJ LQWHUHVW?
&DVK VHWWOHPHQW RI FRQYHUWLEOH QRWHYV 2

%DODQFH DW 6HSWHPEHU

1HW LQFRPH 2 2 2 2
2WKHU FRPSUHKHQVLYH LQFRPH ORVY QHW 2
6WRFN LVVXHG XQGHU VWRFN SODQV 2 2
6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH 2 2
5HSXUFKDVH RI VWRFN 2

6WRFN LVVXHG IRU FRQYHUWLEOH QRWHYV 2 2
&DVK VHWWOHPHQW RI FRQYHUAWLEOH QRWHYV d
&DVK GLYLGHQGWHIWHNBDWHG 2 2 2

%DODQFH DW 6HSWHPEHU

6HH DFFRPSDQ\LQJ QRWHV WR FRQVROLGDWHG ILQDQFLDO V\



OLFURQ 7HFKQRORJ\ ,QF
&RQVROLGDWHG 6WDWHPHQWYV RI ¢

LQ PLOOLRQYV

6HSWHPEHHUSWHPEKBXJIXVW
JRU WKH \HDU HQGHG

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHYV
1HW LQFRPH
$GMXVWPHQWY WR UHFRQFLOH QHW LQFRPH WR QHW FDVK SURYLGHG E\ R¢
'HSUHFLDWLRQ H[SHQVH DQG DPRUWL]DWLRQ RI LQWDQJLEOH DVVHWV
$PRUWL]DWLRQ RI GHEW GLVFRXQW DQG RWKHU FRVWV
5HVWUXFWXUH DQG DVVHW LPSDLUPHQWYV
6WRFN EDVHG FRPSHQVDWLRQ
*DLQV ORVVHV RQ GHEW SUHSD\PHQWYV UHSXUFKDVHV DQG FRQYHUVLRQ
&KDQJH LQ RSHUDWLQJ DVVHWY DQG OLDELOLWLHV
SHFHLYDEOHYV
,QYHQWRULHV
$FFRXQWV SD\DEOH DQG DFFUXHG H[SHQVHYV
'HIHUUHG LQFRPH WD[HV QHW
2WKHU
1HW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHV

&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHV

([SHQGLWXUHYV IRU SURSHUW\ SODQW DQG HTXLSPHQW
3XUFKDVHV RI DYDLODEOH IRU VDOH VHFXULWLHV

3URFHHGYV IURP PDWXULWLHY RI DYDLODEOH IRU VDOH VHFXULWLHYV
URFHHGV IURP VDOHV RI DYDLODEOH IRU VDOH VHEXULWLHYV
SURFHHGV IURP JRYHUQPHQW LQFHQWLYHV

2WKHU

1HW FDVK SURYLGHG E\ XVHG IRU LQYHVWLQJ DFWLYLWLHYV

&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHYV
5HSD\PHQWYV RI GHEW

3D\PHQWV WR DFTXLUH WUHDVXU\ VWRFN
SD\PHQWYVY RQ HTXLSPHQW SXUFKDVH FRQWUDFWYV

$FTXLVLWLRQ RI QRQFRQWUROOLQJ LQWHUHVW LQ?20)7 2
3URFHHGV IURP LVVXDQFH RI GHEW
2WKHU

1HW FDVK SURYLGHG E\ XVHG IRU ILQDQFLQJ DFWLYLWLHV

I FW RI FKDQJHV LQ FXUUHQF\ H[FKDQJH UDWHYV RQ FDVK FDVK HTXLYDO

(I''H

UHVWULFWHG FDVK

1HW LQFUHDVH GHFUHDVH LQ FDVK FDVK HTXLYDOHQWYV DQG UHVWULFWH
&DVK FDVK HTXLYDOHQWYV DQG UHVWULFWHG FDVK DW EHJLQQLQJ RI SHULI
&DVK FDVK HTXLYDOHQWY DQG UHVWULFWHG FDVK DW HQG RI SHULRG

6XSSOHPHQWDO GLVFORVXUHYV

,QFRPH WD[HV SDLG QHW

,QWHUHVW SDLG QHW RI DPRXQWY FDSLWDOL]HG

1RQFDVK HTXLSPHQW DFTXLVLWLRQV RQ FRQWUDFWY SD\DEOH DQG ILQDQFF

6HH DFFRPSDQ\LQJ QRWHV WR FRQVROLGDWHG ILQDQFLDO V



OLFURQ 7HFKQRORJ\ ,QF
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$00 WDEXODU DPRXQWY LQ PLOOLRQV H[FHSW SHU VKDUH DPRXQWYV

BUQLILFDQW $FFRXQWLQJ 3ROLFLH

%DVLV RI 3UHVHQWDWLRQ

OLFURQ 7THFKQRORJ\ ,QF LQFOXGLQJ LWV FRQVROLGDWHG VXEVLGLDULHV |
VWRUDJH VROXWLRQV WUDQVIRUPLQJ KRZ WKH ZRMEEK XD/ WY Q@ B QRAUPHDWWL RROF W
FXVWRPHUV WHFKQRORJ\ OHDGHUVKLS DQG PDQXIDFWXULQJ DQG RSHUDWL
KLIJIK SHUIRUPDQFH '5%$0 1$1' DQG 125 PHPRU\ DQG VWRUDJH SURGXFWV WKL
EUDQGV (YHU\ GD\ WKH LQQRYDWLRQV WKDW RXU SHRSOH FUHDWH IXHO WHK
LQWHOOLJHQFH DQG * DSSOLFDWLRQV WKDW XQOHDVK RSSRUWXQLWLHV O |
WKH FOLHQW DQG PRELOH XVHU H[SHULHQFH

7KH DFFRPSDQ\LQJ FRQVROLGDWHG ILQDQFLDO0VMIRQHPHX®R QRFO XCGH WRS
FRQVROLGDWHG VXEVLGLDULHV DQG KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH
WKH 8QLWHG 6W DW@W HU FFPRHSDLFDEDODQFHY DQG WUDQVDFWLRQV KDYH EHH(
&HUWIHRDDVVLKFDPMWERGQ® PDGH WR SULRU SHULRG DPRXQWV WR GFHRIRUP W
U,QYHQWRULHVU EHORZ IRU FKDQJHV WR RXU VLJQLILFDQW DFFRXQWLQJ SR
LQIRUPDWLRQ

2XU ILVFDO \HDU LV WKH RU ZHHN SHULRG HQGLQJ)LR®DWMKH 7KRQWDL\QH®G
ZHHNV ILVFDO FROQWDLQHG ZHHNVY DQG ILVFDO FROQWDLQHG ZHHT!
FROQOWDLQHG ZHHNV DQG DOO RWKHU ILVFDO TXDUWHUV LQ WKH \HDUV SUH
DUH WR RXU ILVFDO SHULRGV XQOHVV RWKHUZLVH LQGLFDWHG

'"HULYDWLYH DQG +HGJLQJ ,QVWUXPHQWYV

‘H XVH GHULYDWLYH LQVWUXPHQWY WR PDQDJH RXU H[SRVXUH WR FKDQJHYV
PRQHWDU\ DVVHWY DQG OLDELOLWLHY GHQRPLQDWHG LQ FXUUHQFLHV RWKH
IRU FHUWDLQ FDSLWDO H[SHQGLWXUHY DQG PDQXIDFWXULQJ FRVWYV :H DOV
HISRVXUH WR FKDQJHV LQ FRPPRGLW\ SULFHV IRU PDQXIDFWXULQJ VXSSOLH
LQ WKH IDLU YDOXH Rl IL[HG UDWH GHEW WKDW UHVXOW IURP IOXFWXDWLRQ
DUH PHDVXUHG DW WKHLU IDLU YDOXHVY DQG UHFRJQL]JHG DV HLWKHU DVVHW

7KH DFFRXQWLQJ IRU FKDQJHV LQ WKH IDLU YDOXH RI GHULYDWLYH LQVWUX|
DQG WKH UHVXOWLQJ GHVLJQDWLRQ )RU GHULYDWLYH LQVWUXPHQWY WKDW
ORVVHV IURP FKDQJHV LQ IDLU YDOXHY DUH UHFRJQL]HGRLD GRWKNDWRHRSF
LQVWUXPHQWY GHVLJQDWHG DV FDVK IORZ KHGJHV JDLQV RU ORVVHV DUH L
FRPSUHKHQVLYH LQFRPH DQG UHFODVVLILHG LQWR HDUQLQJV LQ WKH VDPH
XQGHUO\LQJ WUDQVDFWLRQV DIIHFW HDUQLQJV )RU GHULYDWLYH LQVWUXPHI
H[FOXGHG IURP WKH DVVHVVPHQW RI HIIHFWLYHQHVV DQG WKH JDLQV DQG O
HDUQLQJWHYRYDWLYH LQVWUXPIDQW W BOIXH IGFDGNHE DAKDQJHV LQ WKH IDLU Y|
LQVWUXPEGWWKH RITVHWWLQJ FKDQJHV LQ WKH IDLU YDOXHV RI WKH XQGHUC
HDUQLQJV

‘H HOWHU LOQWR PDVWHU QHWWLQJ DUUDQJHPHQWY ZLWK RXU FRXQWHUSDUYV
WUDQVDFWLRQV 7KHVH PDVWHU QHWWLQJ DUUDQJHPHQWY DOORZ XV DQG R
HDFK RWKHU '"HULYDWLYH DVVHWY DQG OLDELOLWLHYV WKDW FDQ EH QHW VF
RXU FRQVROLGDWHG EDODQFH VKHHW RQ D QHW EDVLYV



JLODQFLDO ,QVWUXPHQWYV

&DVK HTXLYDOHQWY LQFOXGH KLJKO\ OLTXLG VKRUW WHUP LQYHVWPHQWYV Z
WKDW DUH UHDGLO\ FRQYHUWLE QW WHRUNIQRYZHV /PRDQAWVZR WKDWKPDLQLQJ PD)
\HDU DUH LQFOXGHG LQ VKRUW WHUP LQYHVWPHQWY ,QYHVWPHQWYV ZLWK U
LQFOXGHG LQ ORQJ WHUP P DWNHMDIVEQ HQUQWIHXMP RQWYFYHVWPHQW VHFXULWL
WKH VSHFLILF LGHQWLILFDWLRQ PHWKRG

)XQFWLRQDO &XUUHQF\

7KH 8 6 GROODU LV WKH IXQFWLRQDO FXUUHQF\ IRU XV DQG DOO RI RXU FRC
*RRGZLOO

‘H SHUIRUP DQ DQQXDO LPSDLUPHQW DVVHVVPHQW IRU JRRGZLOO LQ RXU IR
*RYHUQPHQW ,QFHQWLYHYV

‘H UHFHLYH LQFHQWLYHV IURP JRYHUQPHQWDO HQWLWLHY UHODWHG WR H[S
LQFHQWLYHYV PD\ UHTXLUH WKDW ZH PHHW RU PDLQWDLQ VSHFLILHG VSHQGL
EH VXEMHFW WR UHLPEXUVHPHQW LI VXFK FRQGLWLRQV DUH QRW PHW RU PLC
WKH ILQDQFLDO VWDWHPHQWY LQ DFFRUGDQFH ZLWK WKHLU SXUSRVH DV D
RWKHU LQFRPH ,QFHQWLYHY UHODWHG WR VSHFLILF RSHUDWLQJ DFWLYLWL]
WKH H[SHQVH LV LQFXUUHG ,QFHQWLYHVY UHODWHG WR WKH DFTXLVLWLRQ R
UHGXFWLRQ LQ WKH FDUU\LQJ DPRXQWV RI WKH UHODWHG DVVHWY DQG UHG
DVVHWYV 2WKHU LQFHQWLYHY DUH UHFRJQL]J]HG DV RWKHU RSHUDWLQJ LQFRI
HDUQHG DUH UHFRJQL]JHG LQ FXUUHQW RU QRQFXUUHQW GHIHUUHG LQFRPH

EHLQJ UHFHLYHG DUH UHFRJQL]JHG LQ FXUUHQW RU QRQFXUUHQW UHFHLYDE
UHODWHG WR RSHUDWLQJ H[SHQVHV LV LQFOXGHG DV DQ RSHUDWLQJ DFWLY
UHFHLYHG IURP LQFHQWLYHYVY UHODWHG WR WKH DFTXLVLWLRQ RI SURSHUW\
DFWLYLW\

L QYHQWRULHYV

(I'THFWLYH DV RI WKH EHIJLQQLQJ RI WKH VHFRQG TXDUWHU RI ZH FKDQJF
DYHUDJH FRVW WR ),)2 7KH GLIIHUHQFH EHWZHHQ DYHUDJH FRVW DQG ),)2 Z
ILQDQFLDO VWDWHPHQWY 7KHUHIRUH ZH KDYH UHFRJQL]J]HG WKH FXPXODWL
LOYHOWRULHY DQG D FKDUJH WR FAROONRE@ U RKGIVEHROGQGORIQJ RI WKH VHFRQG

,QYHQWRULHY DUH VWDWHG DW WKH ORZHU RI FRVW RU QHW UHDOL]DEOH YI
LOQFOXGHY GHSUHFLDWLRQ ODERU PDWHULDO DQG RYHUKHDG FRVWV LQFC
QHW UHDOL]DEOH YDOXH ZKLFK UHTXLUHVY SURMHFWLQJ IKRAXWWY WRHRRRIFHOW
SURGXFWV LQ ZRUN LQ SURFHVV LQYHQWRULHV LV EHORZ FRVW ZH UHFRUG
LOQOYHQWRULHYVY WR WKHLU HVWLPDWHG QHW UHDOL]DEOH YDOXH LQ DGYDQFH
PDMRU FKDUDFWHULVWLFV RI SURGXFW W\SH DQG PDUNHWY LQ GHWHUPLQLC
RI FRVW RU QHW UHDOL]DEOH YDOXH DQDO\VLY DQG FDWHJRUL]H DOO LQYHC
DV D VLQJOH JURXS :H UHPRYH DPRXQWYV IURP LQYHQWRU\ DQG FKDUJH VXF
EDVLV



/IHDVHV

:H DGRSWHG $6& LQ WKH ILUVW TXDUWHU RI XQGHU WKH PRGLILHG UH\
SULRU SHUGRIGWMHURLMMH DUUDQJIJHPHQW LV D OHDVH RU FRQWDLQV D OHDVH
DQG HYDOXDWH ZKHWKHU WKH OHDVH LV DQ RSHUDWLQJ OHDVH RU D ILQDQTF
ULJKW RI XVH DVVHWYVY DQG OHDVH OLDELOLWLHY IRU RSHUDWLQJ DQG ILQDC
XVH DVVHWY UHSUHVHQW RXU ULJKW WR XVH DQ DVVHW IRU WKH OHDVH WHL
PDNH OHDVH SD\PHQWY :H GR QRW VHSDUDWH OHDVH DQG QRQ OHDVH FRPS
6XEOHDVH LQFRPH LV SUHVHQWHG ZLWKLQ OHDVH H[SHQVH

BURGXFW DQG 3URFHVYV 7THFKQRORJ\

&RVWV LQFXUUHG WR DFTXLUH SURGXFW DQG SURFHVV WHFKQRORJ\ S
WHFKQRORJ\ DUH FDSLWDOL]HG DQG DPRUWL]JHG RQ D VWUMIDIKW¥W OLQH EDVI
FDSLWDOL]H D SRUWLRQ RI FRVWYV LQFXUUHG WR SDWHQW WHFKQRORJ\ EDVI
SDWHQWYV ZH ILOH 3URGXFW DQG SURFHVV WHFKQRORJ\ FRVWY DUH DPRUWIL
RI WKH WHFKQRORJ\ WKH SDWHQW WHUP RU WKH WHUP RI WKH WHFKQ
UHPRYHG IURP SURGXFW DQG SURFHVV WHFKQRORJ\ DQG DFFXPXODWHG DPR

SBURGXFW :DUUDQW\

‘H JHQHUDOO\ SURYLGH D OLPLWHG ZDUUDQW\ WKDW RXU SURGXFWYV DUH LQ
WKH WLPH RI GHOLYHU\ 8QGHU RXU VWDQGDUG WHUPV DQG FRQGLWLRQV RI
VWDWHG ZzDUUDQW\ SHULRG LV XVXDOO\ OLPLWHG WR UHSDLU RU UHSODFHP
UHVSHFW WR DPRXQWYV SDLG IRU VXFK LWHPV 8QGHU FHUWDLQ FLUFXPVWD
FRYHUDJH WKDQ WKDW SURYLGHG XQGHU RXU VWDQGDUG WHUPVY DQG FRQGLI

SURSHUW\ 30DQW DQG (TXLSPHQW

BURSHB®WDQW DQG HTXLSPHQW LV VWDWHG DW FRVW DQG GHSUHFLDWHG XV
XVHIXO OLYHV RIWR QHHUIRAOE XLO /IR URU HTXLSPH QW \HD@®U VRIWZDUH
$VVHWYV KHOGURWMDOHHG DW WKH ORZHU RI HYWLPDWHG IDLU YDOXH RU FD
DVVHWY :KHQ SURSHUW\ SODQW RU HTXLSPHQW LV UHWLUHG RU RWKHUZL\
UHFRJQL]JH DQ\ JDLQ RU ORVV LQ UHVXOWYV RI RSHUDWLRQV

‘H FDSLWDOL]H LOWHUHVW RQ ERUURZLQJV GXULQJ WKH SHULRG RI WLPH ZH
WR WKH FRQGLWLRQ RI WKHLU LQWHQGHG XVH DQG ORFDWLRQ &DSLWDOLI]H

SHVHDUFK DQG '"HYHORSPHQW

&RVWYV UHODWHG WR WKH FRQFHSWXDO IRUPXODWLRQ DQG GHVLJQ RI SURG?’
LQFXUUHG 'HYHORSPHQW RI D SURGXFW LV GHHPHG FRPSOHWH ZKHQ LW LV
SHUIRUPDQFH DQG UHOLDELOLW\ 6XEVHTXHQW WR SURGXFW TXDOLILFDWLR
VROG $PRXQWV IURP FRVW VKDULQJ DUUDQJHPHQWY DUH UHIOHFWHG DV D |

SHYHQXH 5HFRJQLWLRQ

5HYHQXH LV SULPDULO\ UHFRJQL]JHG DW D SRLQW LQ WLPH ZKHQ FRQWURO R
FXVWRPHUV LQ DQ DPRXQW WKDW UHIOHFWYV WKH FRQVLGHUDWLRQ ZH H[SHF
&RQWUDFWYV ZLWK RXU FXVWRPHUV DUH JHQHUDOO\ VKRUW WHUP LQ GXUDW|
GXH VKRUWO\ DIWHU GHOLYHU\ :H HVWLPDWH D OLDELOLW\ IRU UHWXUQV X\
UHWXUQV ,Q DGGLWLRQ ZH JHQHUDOO\ RIIHU SULFH SURWHFWLRQ WR RXU
WKDW GHFUHDVHV WKH WUDQVDFWLRQ SULFH :H XVH WKH H[SHFWHG YDOXH
FXUUHQW SULFLQJ WUHQGYV WR HVWLPDWH WKH DPRXQW RI UHYHQXH UHFRJ
WKH HVWLPDWHG DQG DFWXDO DPRXQWYV DUH UHFRJQL]JHG DV DGMXVWPHQW!'



6WRFN EDVHG &RPSHQVDWLRQ

6WRFN EDVHG FRPSHQVDWLRQ LV PHDVXUHG DW WKH JUDQW GDWH EDVHG R
HISHQVH XQGHU WKH VWUDLJKW OLQH DWWULEXWLRQ PHWKRG RYHU WKH UH
WKH\ RFFXU :H LVVXH QHZ VKDUHV XSRQ WKH H[HUFLVH RI VWRFN RSWLRQV

7UHDV XU\ 6WRFN

7TUHDVXU\ VWRFN LV FDUULHG DW FRVW :KHQ ZH UHWLUH RXU WUHDVXU\ VW
SDU YDOXH LV DOORFDWHG EHWZHHQ DGGLWLRQDO FDSLWDO DQG UHWDLQH!

8VH RI (VWLPDWHYV

7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY DQG UHODWHG GLVFORVXUH
DFFHSWHG LQ WKH 8QLWHG 6WDWHYV RI $PHULFD UHTXLUHV RXU PDQDJHPHQV
WKH UHSRUWHG DPRXQWV RI DVVHWY OLDELOLWLHVY UHYHQXHV H[SHQVHYV
DUH EDVHG RQ KLVWRULFDO H[SHULHQFH IRUHFDVWHG HYHQWY DQG YDULR
UHDVRQDEOH XQGHU WKH FLUFXPVWDQFHY (VWLPDWHY DQG MXGJPHQWYV PD
FROQGLWLRQV ‘H HYDOXDWH RXU HVWLPDWHY DQG MXGJPHQWY RQ DQ RQJRL
HVWLPDWHYV

SHFHQWO\ $GRSWHG $FFRXQWLQJ ¢

,Q TIRYHPEHU WKH J)LQDQFLDO $FFRXQWLQJ 6WDQGD U GR QRDERU DOY$ &% U
$UUDQJHPHIWFK FODULILHVY WKDW FHUWDLQ WUDQVDFWLRQV EHWZHHQ FROO
DFFRXQWHG IRU DV UHYHQXH ZKHQ WKH FROODERUDWLYH DUUDQJHPHQW SD
DFFRXQW DQG SUHFOXGHV UHFRJQL]LQJ DV UHYHQXH FRQVLGHUDWLRQ UHFH
LI WKH SDUWLFLSDQW LV QRW D FXVWRPHU :H DGRSWHG $68 LQ WKH IL
DGRSWLRQ PHWKRG WR WKH GDWH ZH DGRSWHG $6& ZKLFK ZDV $XJXVW
KDYH D VLIJQLILFDQW LPSDFW RQ RXU ILQDQFLDO VWDWHPHQWYV

,Q -XQH WKH )$6% LVVXHGHB8XUHPHQW RI &UHGLW /RVVHV REZX)E®DQFLD
UHTXLUHV D ILQDQFLDO DVVHW RU D JURXS RI ILQDQFLDO DVVHWYV PHDVXU]|
DW WKH QHW DPRXQW H[SHFWHG WR EH FROOHFWHG 7KLV $68 UHTXLUHV WK
RI FUHGLW ORVVHV IRU QHZO\ UHFRJQL]HG ILQDQFLDO DVVHWYV DV ZHOO DV |
ORVVHV WKDW KDYH WDNHQ SODFH GXULQJ WKH SHULRG 7KLV $68 UHTXLUH\
DYDLODEOH IRU VDOH EH UHFRUGHG WKURXJK DQ DOORZDQFH IRU FUHGLW O
ZKLFK IDLU YDOXH LV EHORZ DPRUWL]HG FRVW :H DGRSWHG $68 LQ WK
UHWURVSHFWLYH DGRSWLRQ PHWKRG 7KH DGRSWLRQ RI WKLV $68 GLG QRW
VWDWHPHQWYV

/JHKISBWDK )DE3RQGW'

,Q WKH VHFRQG TXDUWHU RI ZH XSGDWHG RXU SRUWIROLR VWUDWHJ\ WF
VWRUDJH LQQRYDWLRQV IRU WKH GDWD FHQWHU PDUNHW ,Q FRQQHFWLRQ W
PDUNHW YDOLGDWLRQ WR MXVWLI\ WKH RQJRLQJ LQYHVWPHQWY UHTXLUHG \
FHDVHG GHYHORSPHQW RI ' ;3RLQW WHFKQRORJ\ DQG HQJDJHG LQ GLVFXVV]
IDFLOLW\ ORFDWHG LQ /HKL WKDW ZDV GHGLFDWHG WR ' ;3RLQW SURGXFWLI
HTXLSPHQW DV KHOG IRU VDOH DQG FHDVHG GHSUHFLDWLQJ WKH DVVHWYV 2
DJUHHPHQW WR VHOO /R KRIU/HRV KHDFFR.@Q\. MG HRIBONUIRE@ RIDOH LV DQWLFLSDWHG \
ILUVW TXDUWHU RI



,Q WKH WKLUG TXDUWHU RI ZH URER DQ@RFIDX ®HEK DY IHRWUXFWXUH DQG [
DQG D WD[ EHQHRLIOMURRRD XGHG LQ LQFRPH WD[ SURYLVLRQ EHQHILW WR ZLU
WKH H[SHFWHG FRQVLGHUDWLRQ QHW RI HVYWLPDWHG VHOOLQJ FRVWV WR |
7KH LPSDLUPHQW FKDUJH ZDV EDVHG RQ /HYHO LQSXWV LQFOXGLQJ H[SHFW
DVVHWY LQFOXGHG LQ WKH VDOH ZKLFK ZHUH GHULYHG IURP WKH DJUHHPH(
UHFRJQL]HG D FKPWIBALRIFRVW RI JRRGV VROG WR ZULWH GRZQ ' ;3RLQW LQ
FHDVH IXUWKHU GHYHORSPHQW RI WKLY WHFKQRORJ\

$V BRHSWHPEHU WKH VLJQLILFDQW EDODQFHV RI DVVHWY KHOG IRU VDOH LQ
IROORZV

6HSWHPEHU
$V RI

BURSHUW\ SODQW DQG HTXLSPHQW
2WKHU FXUUHQW DVVHWYV
,PSDLUPHQW

JHKL DVVHWYV KHOG IRU VDOH

$V BHSWHPEHU ZH DOVR KIP&@MALRQQFH OHDVH REOLJDWLRQ LQFOXGHG LQ
WHUP GHEWPDQQUIRRWKHU OLDELOLWLHY WKDW ZH H[SHFW WR WUDQVIHU ZLW
FRQVLGHUDWLRQ QHW RI HVWLPDWHG VHOOLQJ H[SHQVHV DSSUR[LPDWHV V
H[SHFWHG WR WUDQVIHU LQ WKH VDOH DIWHU JLYLQJ HIIHFW WR WKH LPSDL

ODULDEOH ,QWHUHVW (QWLWLHYV

‘H KDYH LQWHUHVWYV LQ HQWLWLHV WKDW DUH YDULDEOH LQWHUHVW HQWLW
DUH UHTXLUHG WR FRQVROLGDWH LW 7R GHWHUPLQH LI ZH DUH WKH SULPDL
SRZHU WR GLUHFW WKH DFWLYLWLHY WKDW PRVW VLJQLILFDQWO\ LPSDFW W
DEVRUE ORVVHV RU WKH ULJKW WR UHFHLYH EHQHILWV RI WKH 9,( WKDW FR)
HYDOXDWLRQ LQFOXGHV LGHQWLILFDWLRQ RI VLIJQLILFDQW DFWLYLWLHV DQ
EDVHG RQ JRYHUQDQFH SURYLVLRQV DQG DUUDQJHPHQWYV WR SURYLGH RU U
VXSSO\ RSHUDWLRQV VHUYLFHV HTXLW)\ IXQGLQJ ILQDQFLQJ DQG RWKHU C
DVVHVVPHQWYV RI ZKHWKHU ZH DUH WKH SULPDU\ EHQHILFLDU\ RI RXU 9,(V U

7TKURXJK 2FWREHU ,0)7 zDV D 9,( EHFDXVH DOO RI LWV FRVWYV ZHUH SI
WKURXJK SURGXFW SXUFKDVH DJUHHPHQWY DQG EHFDXVH ,0)7 ZDV GHSHQGF
UHTXLUHPHQWY 7KH SULPDU\ DFWLYLWLHV RI ,0)7 ZHUH GULYHQ E\ WKH FRQ
WHFKQRORJ\ %HFDXVH ZH SHUIRUPHG D VLJQLILFDQW PDMRULW\ RI WKH WH]I
LWV NH\ DFWLYLWLHV :H FRQVROLGDWHG ,0)7 GXH WR WKLV SRZHU DQG RXU
UHFHLYH EHQHILWY IURP ,0)7 WKDW FRXOG KDYH EHHQ SRWHQWLDOO\ VLJQL

2Q 2FWREHU ZH SDLGELO@WIRRQRFTXLUH ,QWHOxV QRQFRQWUROOLQJ LQWHUH
REOLJDWLRQV WR ,QWHO DW ZKLFK WLPH ,0)7 QRZ NQRZQ,QF BN HFHFDP® L
WKHUHZLWK ZH UHFRUQMW&RBXO/WPHQW WR HTXLW\ IRU WK HPG DICRIBBI)MWK EHW
FRQVLGHUDWLRQ DOORFDWHG WR ,QWH O P\ QEHQERQMUIRVIDAXQH LQWHUHVW D

,0)7 PDQXIDFWXUHG VHPLFRQGXFWRU SURGXFWYV H[FOXVLYHO\ IRU LWV PHPE
SULFHV DSSUR[LPDWLQJ FRVW ,Q ,0)7 GLVFRQWLQXHG SURGXFWLRQ RI 1
PDQXIDFWXUHG ' ;3RLQW PHPRU\ ,0)7 WDOPXROR XQRVWE HZ IBDAVH RI RXU SXUF
QRQFRQWUROOLQJ D@QWH PHYMLIRM



&DVK DYGEVWPHQWYV

6XEVWDQWLDOO\ DOO RI RXU PDUNHWDEOH GHEW DQG HTXLW\ LQYHVWPHQW
QRWHG BRBPVRZDQG HTXLYDOHQWY DQG WKH IDLU YDOXHV RI RXU DYDLODEOH
DPRUWL]HG FRVWY ZHUH DV IROORZYV

/RQJ WHURWDO /RQJ WHURWDO
&DVK DEXRUW WHURHWDBDAM &DVK DEKRUW WBURHW D)DQM

$V RI (TXLY D 3HQW W RHHWW P QW X HT X L Y D OOHYCHV W FOYQGIW W P QW X H
&DVK 2 2 2 2
JHYHO

ORQH\ PDUNHW IXQGV 2 2 2 2
JHYHO

&HUWLILFDWHY RI GHSRVLWV 2

&RUSRUDWH ERQGYV

$VVHW EDFNHG VHFXULWLHV

*RYHUQPHQW VHFXULWLHYV

&RPPHUFLDO SDSHU 2 2

SHVWULFWHG FDVK

&DVK FDVK HTXLYDOHQWYV

DQG UHVWULEWHG FDVK -
7KH PDWXULWLHV RI ORQJ WHUP PDURRWBREQH\MBBXULWLHY UDQJH IURP
7KH IDLU YDOXH RI /HYHO VHFXULWLHYV LV PHDVXUHG EDVHG RQ TXRWHG
7KH IDLU YDOXH Rl /HYHO VHFXULWLHYV LV PHDVXUHG XVLQJ LQIRUPDWLR!
TXRWHG PDUNHW SULFHV IRU VLPLODU LQVWUXPHQWY QRQ ELQGLQJ PDUN
REVHUYDEOH PDUNHW GDWD RU YDULRXV RWKHU PHWKRGRORJLHV WR GH
GDWH :H SWXSBOMPHQWDRD@PIMA\ZDWH LQIRUPDWLRQ REWDLQHG IURP WKHF
DGMXVWPHQWY ZHUH PDGH WR WKH IDLU YDOXHV LQIEWBDWHIBUER W XFK SULI
6HSWHPEHU
SHVWULFWHG FDVK LV LOQFOXGHG LQ RWKHU QRQFXUUHQW DVVHWY DQG SU
UHFHLYHG SULRU WR EHLQJ HDUQHG DQG IRU ZKLFK UHVWULFWLRQV ODSV!

*URVV UHDOL]JHG JDLQVY DQG ORVVHV IURP VDOHV RI DYDLODEOH IRU VDOH V
SUHVHQWHG

,Q DGGLWLRQ WR WKH DPRXQWYV LQFOXG HG @ LE® HP WDERIRQR @ RPYCHJ) NHHWIDIE® H
HTXLW\ LQYHVWPHQWY ZLWKRXW D UHDGLO\ GHWHUPLQDEOH IDLU YDOXH WK
6HSWHPEHU DQEHSWHPEHU UHVSHFWLYHO\ :H UHFRJQL]JHG JDLQV LQ RWKHU
WKHVH QRQ PDUNHWD E OHPILLQYHRE FFH QW RRR] DQG UHVSHFWLYHO\ 7KH\
SULPDULO\ UHVXOWHG IURP DGMXVWPHQWY Rl WKHVH LQYHVWPHQWY WR WK
VLPLODU LQYHVWPHQWYV

SHFHLYDEOHYV

$V RI

7TUDGH UHFHLYDEOHYV
,QFRPH DQG RWKHU WD[HYV
2WKHU




QYHQWRULHV

$V RI

JLQLVKHG JRRGV
RUN LQ SURFHVYV
5DZ PDWHULDOV DQG VXSSOLHYV

(I"THFWLYH DV RI WKH EHJLQQLQJ RI WKH VHFRQG TXDUWHU RI ZH FKDQJF
DYHUDJH FRVW WR ),)2 7KLV FKDQJH LQ DFFRXQWLQJ SULQFLSOH LV SUHIHU
FROQWLQXRXVO\ FKDQJLQJ SURGXFWLRQ FRVWYV ),)2 PRUH FORVHO\ PDWFKHYV
IURP VDOHV RI WKRVH VSHFLILF XQLWY EHWWHU UHSUHVHQWY WKH DFWXDO
HQG DQG LPSURYHV FRPSDUDELOLW\ ZLWK RXU VHPLFRQGXFWRU LQGXVWU\
DQ\ SULRU SHULRGYV QRU ZDV WK IFXEGRHRMPHWLLYDH IHNIRH PMKHRVHFRQG TXDUWHU
SULRU SHULRGYVY ZHUH QRW UHWURVSHFWLYHO\ DGMXVWHG DQG WKH FXPXOI
JRRGV VROG IRU WKH VHFRQG PXOOBWRIYKRD Q RIRVHWWLQJ UHGXFWLRQ WR EH
FKDUJH UHVXOWHG LQ D FRUUHVSRQGLQJ UHRBLXFOWHREX MWARL R Q HUB W@ HQ LLQHFARH

UHGXFWLRQ WR GLOXWHG HDUQLQJY SHODQ®WRHHHBU HRWKGNKH VHFRQG

%HILQQLQJ LQ WKH VHFRQG TXDUWHU RI ZH FKDQJHG WKH FODVVLILFDW
ZLWK WKH PDQQHU LQ ZKLFK WKH\ DUH XVHG LQ RSHUDWLRQV $V D UHVXOW
DVVHWY DQG QR ORQJHU DV D FRPSRQHQW RI UDZ PDWHULDOV LQYHQWRULH
UHWURVSHFWLYH EDVLRLGUWRIROSDMKHOBDUWY ZHUH SUHVHQWHG LQ RWKHU FX
6HSWHPEHU DQG ZH UHFODWPVYDIGRHR®QSDUH SDUWV IURP LQYHQWRULHVY WR RW
DFFRPSDQ\LQJ EDOD Q&AHHS WKIHPHEW LDV R |

3UR S H3OMD\QW X DRFEH Q W

$V RI

/IDQG

%XLOGLQJV

(TXLSPHQW

&RQVWUXFWLRQ LQ SURJUHVYV
6RIWZDUH

$FFXPXODWHG GHSUHFLDWLRQ

, QFOXGERVWY UHODWHG WR HTXLSPHQW QRMO && BHiIFbGY H® WHRUVHQUG LFH R
ELOOVRRMSWHPEHU
,QFOXEXLOGLQJ UHODWHG FRQVWUXFWLRQ WRRO LQVWDOODWLRQ DQG V

'"HSUHFLDWLRQ H[SHEVAOZIDRMELOOOL®R® ELOORWRQ DQG UHVSHFWLYHO\
, QWHUHVW FDSLWDOL]HG DV SDUW RI WKH FRVW RLGURRPLOWDORBR®DQW DQG |
PLOAORRQ DQG UHVSHFWLYHO\

:H SHULRGLFDOO\ DVVHVV WKH HVWLPDWHG XVHIXO OLYHV Rl RXU SURSHUW
RI SODQQHG WHFKQRORJ\ QRGH WUDQVLWLRQV FDSLWDO VSHQGLQJ DQG Ul
WKH H[LVWLQJ HTXLSPHQW LQ RXU 1$1' ZDIHU IDEULFDWLRQ IDFLOLWLHV DQ
I[URRYH \HWDRHWY HQ \BBUWRM WKH EHJLQQLQJ RI WKH ILUVW TXDUWHU RI 7KL
GHSUHFLDWLRQ H[SHQVH E\PROSUR[QPDWHDKLFK DSSURALPDWRRD\LQHG

FDSLWDOL]JHG LQ LQYHQWRU\ DV Rl WKH HQG RI $IWHU DGMXVWLQJ IRU W



HISHQVH UHPDLQLQJ LQ LOQYHQWRU\ WKH UHYLVLRQ LQ HVWLPDWHG XVHIXO
LQFRPH E\ DSSUR[LPDOMWEHR®R® GLOXWHG HDUQLQJV SHU VKDRWB E\ DSSUR[LPDW!|

QWD QSNEMWMY DQG *RRGZLOO

*URVV $FFXPXODWHIRVY $FFXPXODWHG
$V RI SPRXQW$SPRUWL]DWHPRRXQWSPRUWL]DWLRC
BURGXFW DQG SURFHVV WHFKQRORJ\

*RRGZLOO

,Q DQG ZH FDSLWDCOALJEGLRBALOODRG@ PLOOURISHFWLYHO\ IRU SURG)>
SURFHVV WHFKQRORJ\ ZLWK ZHLJKWD D VY HHILOURHQ BHHDIXWH © & W HOP IRVWVHAOL ] D W L R Q
HISHQVH ZIPLOOLRRLOODRG PLOJRRQ DQG UHVSHFWEMHA®HG DPRUWL]D
HISHQVH IPLOARRQ PLOARRQ PLOARRQ PLOAORRQ DQG PLOARRQ

/IHDVHV

‘H KDYH ILQDQFH DQG RSHUDWLQJ OHDVHV WKURXJK ZKLFK ZH REWDLQ WKH
PDOXIDFWXULQJ RSHUDWLRQV DQG 5 ' DFWLYLWLHY DV ZHOO DV RIILFH VSDF
2XU ILQDQFH OHDVHV FRQVLVW SULPDULO\ RI JDV RU RWKHU VXSSO\ DJUHHP
OHDVHV LQ ZKLFK ZH HIIHFWLYHO\ FRQWURO WKH XQGHUO\LQJ JDV SODQWYV
2XU RSHUDWLQJ OHDVHV FRQVLVW SULPDULO\ RI RIILFHVY RWKHU IDFLOLWLH
PDOXIDFWXULQJ RSHUDWLRQV &HUWDLQ RI RXU RSHUDWLQJ OHDVHYV LQFOX!
SHULRGWR QUBIRMDRI\HDURU UHDO HFVQHD WHORD\GI® URU ODQG

&HUWDLQ VXSSO\ RU VHUYLFH DJUHHPHQWY UHTXLUH XV WR H[HUFLVH VLJQL
DIJUHHPHQW FRQWDLQV D OHDVH RI D ULJKW RI XVH DVVHW 2XU DVVHVVPHQ
VXSSOLHU FRQWURO WKH DVVHWY XVHG WR IXOILOO WKH VXSSO\ RU VHUYLF
KDYH WKH ULJKW WR FKDQJH WKH W\SH TXDQWLW\ WLPLQJ RU ORFDWLRQ F
DUUDQJHPHQWY JHQHUDOO\ DUH GHHPHG WR FRQWDLQ D OHDVH EHFDXVH ZF
WKH DVVHWY XVHG WR SURGXFH WKH VXSSO\ bQG ZH KDYH WKH ULJKW WR FI
WKRVH DVVHWY ,Q GHWHUPLQLQJ WKH OHDVH WHUP ZH DVVHVV ZKHWKHU Z
UHQHZ RU WHUPLQDWH D OHDVH DQG ZKHQ RU ZKHWKHU ZH ZRXOG H[HUFLVI
OHDVXULQJ WKH SUHVHQW YDOXH RI WKH LQLWLDO OHDVH OLDELOLW\ UHTXL
EDVH RQ LQWHUHVW UDWHYV IRU ERURRZQ QUWAN BBVBKEV IHRQ\® DW L\W M WZR-W R (F&J HG L
RXUV

2SHUDWLQJ OHDVH FRVWYV LQFOXGH VKRUW WHUP DQG YDULDEOH OHDVH H[S
LQFRPH DUH QRW PDWHULDO IRU WKH SHULRGY SUHVHQWHG 7KH FRPSRQHQ

JRU WKH \HDU HQGHG

JLQDQFH OHDVH FRVW
$PRUWL]DWLRQ RI ULJKW RI XVH DVVHW
,QWHUHVW RQ OHDVH OLDELOLW\
2SHUDWLQJ OHDVH FRVW

2SHUDWLQJ OHDVH H[SHQVH XQGHU WKH SUHYLRXV $6&PLOQRRYH DFFRXQWL!



6XSSOHPHQWDO FDVK IORZ LQIRUPDWLRQ UHODWHG WR OHDVHV ZDV DV IROC
JRU WKH \HDU HQGHG

&DVK IORZV XVHG IRU RSHUDWLQJ DFWLYLWLHYV

JLQDQFH OHDVHYV

2SHUDWLQJ OHDVHYV

&DVK IORZV XVHG IRU ILQDQFLQJ DFWLYLWLHV IURP ILQDQFLQJ OHDVHYV
1RQFDVK DFTXLVLWLRQV RI ULJKW RI XVH DVVHWV

JLQDQFH OHDVHYV

2SHUDWLQJ OHDVHYV

, QFOXGHPLORIRWHLPEXUVHPHQWY UHFHLYHG IRU WHQDQW LPSURYHPHQWYV

6XSSOHPHQWDO EDODQFH VKHHW LQIRUPDWLRQ UHODWHG WR OHDVHYV ZDV C
$V RI

JLODQFH OHDVH ULJKW RI XVH DVVHWYV LQFOXGHG LQ SURSHUW\ SODQW D
&XUUHQW RSHUDWLQJ OHDVH OLDELOLWLHY LQFOXGHG LQ DFFRXQWYV SD\DE

‘HLJKWHG DYHUDJH UHPDLQLQJ OHDVH WHUP LQ \HDUV
J)LOQODQFH OHDVHV

2SHUDWLQJ OHDVHYV

‘HLJKWHG DYHUDJH GLVFRXQW UDWH

JLOQDQFH OHDVHV

2SHUDWLQJ OHDVHYV

ODWXULWLHYV RI OHDVH OBBBEMWHPEIHHNZHHUNVWLVQIRDY RZ V
)
/

YRU WKH \HDU HQGLQJ

DQG WKHUHDIWHU
/IHVV LPSXWHG LQWHUHVW

7KH WDEOH DERYH H[FOXGHVY DQ\ OHDVH OLDELOLWLHYV IRU OHDVHV WKDW KI
RBHSWHPEHU ZH KDG VXFK OHDVH OLDELOLWLHY UHODWLQJ WR RSHUDWL
PLOORRIQWKH LGIDWLOWDVH WHUP IRU D EXLOGLQJ ZKLFK PD\ DMDBRYWU HOHFW
HIWHQGHG IRU DQ\BGOGRQYGRQDIOQDQFH OHDVH REOOCINRWURQYHRIJKWHG DYHUL
SHULRG\RDURU JDV VXSSO\ DUUDQJHPHQWY GHHPHG WR FRQWDLQ HPEHGGH(
DVVHWY DQG DVVRFLDWHG OHDVH OLDELOLWLHY DW WKH WLPH VXFK DVVHW:'



SFFRXQWY 3D\DEOH DQG $FFUXHG |

$V RI

$FFRXQWV SD\DEOH

3URSHUW\ SODQW DQG HTXLSPHQW
6DODULHV ZDJHV DQG EHQHILWYV
,QFRPH DQG RWKHU WD[HV

2WKHU

"HEW

1HW &DUU\LQJ $PRXQW 1HW &DUU\NLQJ $PRXC

6 WD WHIGF /IRQJ /IRQJ

$V RI 5DWH5DW 3ULQFRSDOHDMUP 7TRWDBULQFRESDOHDMUP 7RWDO
J)LODQFH OHDVH REBOLJDWLRQV

1RWHYV 2 2

1IRWHYV 2 2

7HUP /RDQ $ 2 2 2 2 2

1IRWHYV 2 2

1RWHYV 2 2

1IRWHYV 2 2

1RWHYV 2 2

" 1RWHYV 1% 1% 2 2 2 2 2
(IWLQJIXLVKHG 7HUP
/IRDQ $ 1% 1% 2 2 2 2
2WKHU 1% 1% 2 2
Q ZH HQWHUHG LQWR IL[HG WR IORDWLQJ LQWHUHVW UDWPRLDZIOLRQ R Q
QRWLRQDO DPRXQW HTXDO WR WKH SULQFLSDO DPRXQW RI WKH 1RWHYV
HTXDO WR 62)5 SOXV DSSURKHPRWHOWR IORDWLQJ LQWHUHVW UDWH VZDSV
KHGJHV DV D UHVXOW WKH FDUU\LQJ YDOXH RI RXU 1RWHV UHIOHFWYV I

$V BRHSWHPEHU DOO RI RXU GHEW RWKHU WHB X@XHFXO® RHE OHDWIMQV W
LQ ULJKW RI SD\PHQW ZLWK DOO RI RXU RWKHU H[LVWLQJ DQG IXWXUH XQVH
WR DOO RI RXU RWKHU H[LVWLQJ DQG IXWXUH VHFXUHG LQGHEWHGQHVV WR
LQGHEWHGQBNSW$HWRHU OLFURQ KDELOBLRQVHFXUHG GHEW QHW RI XQDPR
DQG GHEW LVVXDQFH FRVWY WKDW ZDV VWUXFWXUDOO\ VXERUGLQDWHG WR
SD\DEOHV 7KH WHUPV RI RXU LQGHEWHGQHVY JHQHUDOO\ FRQWDLQ FURVYV !
SURYLVLRQV OLFURQxV JXDUDQWHHV RI LWV VXEVLGLDU\ GHEW REOLJDWLR
Rl SD\PHQW ZLWK DOO RI OLFURQxV RWKHU H[LVWLQJ DQG IXWXUH XQVHFXUL

6HQLRU 8QVHFXUHG 1RWHYV

2XU IRWHYV IRWHYV IRWHYV I1RWHYV IRWHV DQG IRWHYV
1RWHVU HDFK FRQWDLQ FRYHQDQWY WKDW DPRQJ RWKHU WKLQJV OLPLW

RI RXU UHVWULFWHG VXEVLGLDULHY ZKLFK DUH JHQHUDOO\ GRIPW K W LYAR WX B\
VWRFN DQG ZKLFK RZQ SULQFLSDO SURSHUW\ DV GHILQHG LQ WKH LQGHQW X
FHUWDLQ OLHQV HOQOWHU LOWR FHUWDLQ VDOH DQG OHDVH EDFN WUDQVD
RU FRQYH\ WUDQVIHU RU OHDVH DOO RU VXEVWDQWLDOO\ DOO RI RXU SURSE



DUH VXEMHFW WR D QXPEHU RI OLPLWDWLRQV DQG H[FHSWLRQV $GGLWLRQL
GHILQHG LQ WKH LQGHQWXUHV JRYHUQLQJ RXU VHQLRU XQVHFXUHG QRWHYV
QRWHYV DWI WKH RXWVWDQGLQJ DJJUHJDWH SULQFLSDO DPRXQW SOXV DFFU:

5HYROYLQJ &UHGLW )DFLOLW\

2Q 0D\ ZH WHUPLQDWHG RXU H[LVWLQJ XQGUDZQIEYH 6 UWX QD/MHFXUINGD (

5HYROYLQJ &UHGLW )DFLOLW\ 8QGHU WKH 5HYROYLEl &0 KESQRVZ)DXxQ G LM\Q Ul

EHDU LQWHUHVW DW D UDWH HWRDO WMRYHQZTELQORWYQ RXU FRUSRUDWH FUHGL'

RXWVWDQGLQJ XQGHU WKH 5HYROYLQJ &UHGLW )DFLOLW\ ZRXOG PDWXUH LQ

ZLWKRXW SH@®BIGWHRBEHRIQROPRXQWY ZHUH RXWVWDQGLQJ XQGHU WKH 5HYR
ELOOQDR@DYDLODEOH WR XV

8QGHU WKH WHUPV RI WKH 5HYROYLQJ &UHGLW )DFLOLW\ ZH PXVW PDLQWDL
HDFK ILVFDO TXDUWHU RI WRWDO LQGHEWHGQHWRWR D GKEKWBWWBO(YL Q@3 &R
J)DFLOLW\ FRQWDLQV RWKHU FRYHQDQWY WKDW DPRQJ RWKHU WKLQJV OLPI
DELOLW\ RI RXU UHVWULFWHG VXEVLGLDULHV WR FUHDWH RU LQFXU FHUW
WUDQVDFWLRQV FUHDWH DVVXPH LQFXU RU JXDUDQWHH FHUWDLQ DGG
LOGHEWHGQHVYVY RI RXU UHVWULFWHG VXEVLGLDULHYVY DQG FRQVROLGDWH
RU RWKHUZLVH GLVSRVH RI DOO RU VXEVWDQWLDOO\ DOO RI RXU DVVHWYV W
QXPEHU RI OLPLWDWLRQV H[FHSWLRQV DQG TXDOLILFDWLRQV

7THUP /RDQV

2Q 0D\ ZH GUHELO®DR®U DQ XQVHFXUHG 7HUP /RDQ $ DQG XVHG W]
ELOQOMR@IXLVKHG 7HUP /RDQ $ 7KH 7HUP /RDQ $ EHDUV LQWHUHV
WR EDVHG RQ RXU FXUUHQW FRUSRUDWH FUHGLW UDWLQJV 7KH SUL
PD\ EH SUHSDLG ZLWKRXW SHQDOW)\ 7KH 7HUP /RDQ $ FRQWDLQV WKH VD

RWKHU FRYHQDQWYV DV WKH 5HYROYLQJ &UHGLW )DFLOLW\

'HEW $FWLYLW)\

7KH WDEOH EHORZ SUHVHQWYV WKH HIIHFWV RI LVVXDQFHV SUHSD\PHQWV D
,QFUHDVHQFUHDVHQFUHDVH

'HFUHDVHHFF.L(DHDVHHFF.LOQHDVI—HFLLQ—|DVH LQ
3ULQFL&DOU\LQJ 9RDXK (TXLW\ *DLQ /RVV

,VVXDQFH RI 7HUP /RDQ $ 2 2

3UHSD\PHQW RI ([WLQJXLVKHG 7HUP /RDQ $ 2

BHWWOHPHQW RI &RQYHUVLRQV RI " 1RWHYV

Q VXEVWDQWRDGEUB I RXU " 1IRWHY FRQYHUWHG WKHLU QRWHV :H

UHPDLQLQJ ' 1IRWHRLDIOMRGDVK DEGO WKP@HY RI RXU VWRFN

Q ZH UHFRJQL]HG DJJUHJDWH QRPLOSHRBWRQQHBWILARY RLWK GHEW SUHS

FRQYHUVLRQEIROBLBQYLQFLSDO DPRXQW Rl QRWHEL CORRQODQJIDYDOKHDRIH RI
ELOQRRED VK

Q ZH UHFRJQL]HG DJJUHJDWH QRQPROMUMWRQDORWVRY RLWK GHEW SUH
UHSXUFKDVHV DQG FRQEHOBLBQV@ALSDO DPRXQW RI QRWHELFORRIQDRQJ YDO
DJJUHJDWH ELOOQRRDVK



ODWXULWLHV RI 1IRWHV 3D\DEOH

$V BRHSWHPEHU PDWXULWLHYV RI QRWHYV SD\DEOH ZHUH DV IROORZV

DQG WKHUHDIWHU
8QDPRUWL]HG GLVFRXQWYV

&RPPLWPHQWYV

$V BRHSWHPEHU ZH KDG FRPPLWPHQWY R| (ES®OURRGXWHODVH REOLIDWLRQV
DSSUR[LPDWHIOODLBQ EH GRRH AMBUIUFKDVH REOLIJDWLRQV LQFOXGH SD\PHQV
SURSHUW\ SODQW DQG HTXLSPHQW DQG RWKHU JRRGV RU VHUYLFHV RI HL!
OHDVH SD\PHQWYV IRU OHDVHV WKDW KDYH EHHQ H[HFXWHG EXW KDYH QRW \

&RQWLQJIJHQFLHYV

‘H DUH FXUUHQWO\ D SDUW\ WR OHJDO DFWLRQV RWKHU WKDQ WKRVH GHVFL
EXVLQHVV QRQH RI ZKLFK DUH H[SHFWHG WR KDYH D PDWHULDO DGYHUVH H
ILQDQFLDO FRQGLWLRQ

SDWHQW ODWWHUV

$V LV WASLFDO LQ WKH VHPLFRQGXFWRU DQG RWKHU KLJK WHFK LQGXVWULH
LQ WKH IXWXUH DVVHUW WKDW RXU SURGXFWYV RU PDQXIDFWXULQJ SURFHV\

2Q $XIXVW 0/& , QWHOOHFWXDO 3URSHUW\ //& ILOHG D SDWHQW LQIUL
'LVWULFW &RXUW IRU WKH 1RUWKHUQ 'LVWULFW RI &DOLIRWLELIBD 617 KSHD WRIRDSAO L
DQG VHHNVY GDPDJHVY DWWRUQH\VXx IHHV DQG FRVWYV

2Q 1RYHPEHU (OP '6 ,QQRYDWLRQV //& U(OPU ILOHG D SDWHQW LQII
BHPLFRQGXFWRU 3URGXFWV ,QF DQG OLFURQ &RQVXPHU 3URGXFWV *URXS
RI '"HODZDUH 2Q ODUFK (OP ILOHG DQ DPHQGHG FRPSODLQW DJDLQVW

FRPSODLQW DOOHJHVY WKDW XQVSHFLILHG VHPLFRQGXFWRU SURGXFWV RI RX
86 SDWHQWYV DQG VHHNVY GDPDJHV DWWRUQH\Vx |[HHV DQG FRVWV 2Q -XO\
SUHMXGLFH SXUVXDQW WR D VWLSXODWLRQ RI GLVPLVVDO ILOHG E\ WKH SDl

2Q '"HFHPEHU ,QQRYDWLYH OHPRU\ 6ROXWLRQV ,QF ILOHG D SDWHQW
8 6 'LVWULFW &RXUW IRU WKH 'LVWULFW RI '"HODZDUH 7KH FRPSODLQW DOO
HLIJBVW SDWHQWY DQG VHHNYV GDPDJHV DWWRUQMWMLYDWHYWD Q6 FRRVLWYDOXE
ZLWKGUDZQWOBRDYHQWHG SDWHQWYV LQ WKH "LVWULFW &RXUW

2Q O0DUFK OLFURQ 6HPLFRQGXFWRU :LxDQ &R /WG U0;$0 ZDV VHU)
FRPSODLQW ILOHG E\ )XMLDQ -LQKXD ,QWHJUDWHG &LUFXLW &R /WG U-LQ}
)XMLDQ 3URYLQFH &KLQD WKH U)X]JKRX &RXUWU 2Q $SULO OLFURQ 61

ZDV VHUYHG ZLWK WKH VDPH FRPSODLQW 7KH FRPSODLQW DOOHJHV WKDW (
PDQXIDFWXULQJ DQG VHOOLQJ FHUWDLQ &UXFLDO '"'5 '5%$0 PRGXOHV 7KH FR
066 WR GHVWUR\ LOQYHQWRU\ RI WKH DFFXVHG SURGXFWY DQG HTXLSPHQW IF



WR VWRS PDQXIDFWXULQJ XVLQJ VHOOLQJ DQG RIIHULQJ IRU VDOH WKH DF
PLORIKR@HVH \XDQ SOXV FRXUW IHHV LQFXUUHG

2Q ODUFK 0;$ ZzDV VHUYHG ZLWK D SDWHQW LQIULQJHPHQW FRPSODLQ
&RUSRUDWLRQ U80&U0U LQ WKH )X]JKRX &RXUW 2Q $SULO 066 ZDV VHUY
FRPSODLQW DOOHJHV WKDW 0;$ DQG 066 LQIULQJH D &KLQHVH SDWHQW E\ PI
‘560 PRGXOHVY 7KH FRPSODLQW VHHNVY DQ RUGHU UHTXLULQJ 0;$ DQG 066 WR
SURGXFWY DQG HTXLSPHQW IRU PDQXIDFWXULQJ WKH DFFXVHG SURGXFWYV L
RITHULQJ IRU VDOH WKH DFFXVHG SURGXFWYV RROLHMHRUIDH \DH) EX /R SO X G B R X UM
LOQFXUUHG

2Q $suULO 066 ZDV VHUYHG ZLWK DQRWKHU SDWHQW LQIULQJHPHQW FR
FRPSODLQW ILOHG E\ 80& LQ WKH )X]JKRX &RXUW 7KH DGGLWLRQDO FRPSODL
SDWHQWYV E\ PDQXIDFWXULQJ DQG VHOOLQJ FHUWDLQ &UXFLDO O0; 66'V 7Kl
UHTXLULQJ 066 WR GHVWUR\ LOYHQWRU\ RI WKH DFFXVHG SURGXFWY DQG HT
LQ &KLQD WR VWRS PDQXIDFWXULQJ XVLQJ VHOOLQJ DQG RIIHULQJ IRU VD
GDPDJHV RLOGIKR@HVH \XDQ SOXV FRXUW IHHV LQFXUUHG 7KH FRPSODLQW I
UHTXLULQJ 066 WR GHVWUR\ LOYHQWRU\ RI WKH DFFXVHG SURGXFWY DQG HT
LQ &KLQD WR VWRS PDQXIDFWXULQJ XVLQJ VHOOLQJ DQG RIIHULQJ IRU VD
GDPDJHV RLOGIKR@HVH \XDQ SOXV FRXUW IHHV LQFXUUHG

2Q -XO0\ 0;$DQG 066 ZHUH QRWLILHG WKDW WKH )X]JKRX &RXUW JUDQWF
HOWLWLHY WKDW HQMRLQV WKHP IURP PDQXIDFWXULQJ VHOOLQJ RU LPSRU
PRGXOHY DQG VROLG VWDWH GULYHV LQ &KLQD 7KH DIIHRWR&USDRGQGXBWW]RI
UHYHQXH LQ ‘H DUH FRPSO\LQJ ZLWK WKH UXOLQJ DQG KDYH UHTXHVWH(
GHFLVLRQ

2Q 0D\ JODVK &RQWURO //& ILOHG D SDWHQW LQIULQJHPHQW DFWLRQ
WKH :HVWHUQ 'LVWULFW RI 7H[DV [RX& BR B WHLVWW MDAGHHUQ MU WEIHG EV XQVSH
6'5%$0 195',00 19',00 ' ;3RLQW DQG RU 66' SURGXFWV WKDW LQFRUSRUDWH
PHPRU\ 7KH FRPSODLQW VHHNV GDPDJHV DWWRUQH\VXx IHHV DQG FRVWYV 2
'LVWULFW &RXWWRUXORMERVWKHDMWHG SDWHQWY DUH LQYDOLG DQG RQ -XO\
IRU WKH )HGHUDO &LUFXLW DIILUPHG WKH UXOLQJ RI LQYDOLGLW\

2Q $suULO IHWOLVW ,QF ILOHG WZR SDWHQW LQIULQJHPHQW DFWLRQ
,QF DQG OLFURQ 7HFKQRORJ\ 7H[DV //& LQ WKH 8 6 'LVWULFW &RXUW IRU W
FRPSODLQW DOOHJHV WKDW D VLQJOH 8 6 SDWHQW LV LQIULQJHG E\ FHUWD
7TKH VHFRQG FRPSOD WM OSDOWH QWKDWDWUH LQIULQJHG E\ FHUWDLQ RI RXU C
PHPRU\ PRGXOHV (DFK FRPSODLQW VHHNV LQMXQFWLYH UHOLHI GDPDJHV I

2Q 0D\ 9HUYDLQ //& ILOHG D SDWHQW LQIULQJHPHQW DFWLRQ DJDLQV
,QF DQG OLFURQ 7HFKQRORJ\ 7H[DV //& LQ WKH 8 6 'LVWULFW &RXUW IRU W
DOOHJHWRXEKOVEDWHQWY DUH LQIULQJHG E\ FHUWDLQ 66' SURGXFWV 7KH FRI
GDPDJHV DWWRUQH\Vx I[HHV DQG FRVWYV

$PRQJ RWKHU WKLQJY WKH DERYH ODZVXLWV SHUWDLQ WR VXEVWDQWLDOO
VWRUDJH SURGXFWYV ZH PDQXIDFWXUH ZKLFK DFFRXQW IRU VXEVWDQWLDOO

4LPRQGD

2Q -DQXDU\ 'U OLFKDHO -DII®© DGPLQLVWUDWRU IRU 4LPRQGDxV LQVR
OLFURQ DQG OLFURQ 6HPLFRQGXFWRU % 9 UOLFURQ % 90 LQ WKH 'LVWULF
VHHNV WR YRLG XQGHU 6HFWLRQ RI WKH *HUPDQ ,QVROYHQF\ $FW D VKD
DQG 4LPRQGD VLJQHG LQ IDOO SXUVXDQW WR ZKLFK OLFURQ % 9 SXUFKI
,QRWHUD WKH U,QRWHUD 6KDUHVU URBUGRWBWLRLOY RSEVRI[LOBWHDVKDUHV
VHHNV DQ RUGHU UHTXLULQJ XV WR UH WUDQVIHU WKRVH VKDUHV WR WKH 4
RWKHU WKLQJY WR UHFRYHU GDPDJHV IRU WKH DOOHJHG YDOXH RI WKH MR



XQGHU 6HFWLRQV RU RI WKH *HUPDQ ,QVROYHQF\ &RGH D SDWHQW FUI
HOQWHUHG LQWR DW WKH VDPH WLPH DV WKH VKDUH SXUFKDVH DJUHHPHQW

JROORZLQJ D VHULHV RI KHDULQJV ZLWK SOHDGLQJV DUJXPHQWV DQG ZLWC
WKH FRXUW LVVXHG MXGIJPHQWYV RUGHULQPIDQRAUR QHY 9H PWR BID k HDL
,OQRWHUD 6KDUHV VROG LQ FRQQHFWLRQ ZLWK WKH RULJLQDO VKDUH SXUFKI
LQIRUPDWLRQ ZLWK UHVSHFW WR DQ\ ,QRWHUD 6KDUHV VROG E\ LW WR WKL
EHQHILWY GHULYHG E\ LW IURP RZQHUVKLS RI WKH ,QRWHUD 6KDUHV LQFOX
,QRWHUD 6KDUHY DQG DOO RWKHU EHQHILWYV GHQ\LQJ 4LPRQGDxV FODLP
MRLQW YHQWXUH UHODWLRQVKLS ZLWK ,QRWHUD DQG GHWHUPLQLQJ WKTE
DJUHHPHQW DUH FDQFHOHG ,Q DGGLWLRQ WKH FRXUW LVVXHG LQWHUORFX
OLFURQ % 9 WUDQVIHU WR WKH 4LPRQGD HVWDWH WKH ,QRWHUD 6KDUHV VW
HVWDWH FRPSHQVDWLRQ LQ DQ DPRXQW WR EH VSHFLILHG IRU DQ\ ,QRWHUD
% 9 SD\ WKH 4LPRQGD HVWDWH DV FRPSHQVDWLRQ DQ DPRXQW WR EH VSHFI
RZQHUVKLS RI WKH ,QRWHUD 6KDUHV 7KH LQWHUORFXWRU\ MXGJPHQWYV KDC
DFFRUGLQJO\ KDV EHHQ DEOH WR FRQWLQXH WR RSHUDWH ZLWK IXOO FRQW
GHYHORSPHQWY LQ WKH FDVH 2Q $SULO OLFURQ DQG OLFURQ % 9 ILC
$SSHDOV &RXUW FKDOOHQJLQJ WKH 'LVWULFW &RXUWxV GHFLVLRQ $IWHU R
WKH PDWWHU RQ -XO\ DQG WKHUHDIWHU DSSRLOQWHG DQ LQGHSHQGHQ
FODLPVY WKDW WKH DPRXQW OLFURQ SDLG IRU 4LPRQGD ZDV OHVV WKDQ IDLL
DSSRLQWHG H[SHUW LVVXHG D UHSRUW FRQFOXGLQJ WKDW WKH DPRXQW SD
UDQJH 7KH $SSHDOV &RXUW KHOG D VXEVHTXHQW KHDULQJ RQ $SULO
UHPDQGHG WKH FDVH WR WKH H[SHUW IRU VXSSOHPHQWDO H[SHUW RSLQLRQ
UHYLVHG RSLQLRQ WR WKH $SSHDOV &RXUW ZKLFK UHDIILUPHG WKH HDUOLH
DQ bFFHSWDEOH UDQJH RI IDLU YDOXH 2Q ODUFK WKH $SSHDOV &RXUV
YLHZ WKDW ZKHWKHU WKH VDOH RI ,QRWHUD 6KDUHYV LV YRLGDEOH GHSH
4LPRQGD KDG D UHVWUXFWXULQJ SODQ LQ SODFH DQG ZKHWKHU OLFURQ ZD
UHVWUXFWXULQJ SODQ VXIILFLHQW WR IRUP D EHOLHI WKDW 4LPRQGD ZDV Q

$QWLWUXVW ODWWHUV

2Q $suULO D FRPSODLQW ZDV ILOHG DJDLQVW OLFURQ DQG RWKHU '5%0
IRUWKHUQ 'LVWULFW R &D@WEZIRUEMWD @ WEVITOAHGWMQWLFDO FDVHV ZHUH I1LO
ODZVXLWYVY SXUSRUWHG WR EH RQ EHKDOI RI D QDWLRQZLGH FODVV RI LQGLU
WKH 'LVWULFW &RXUW JUDQWHG OLFURQxV PRWLRQ WR GLVPLVV DQG DO
FRQVROLGDWHG DPHQGHG FRPSODLQW 2Q 2FWREHU WKH SODLQWLIIN
SXUSRUWHG WR EH RQ EHKDOI RI D QDWLRQZLGH FODVV RI LQGLUHFW SXUFK
DVVHUWHG FODLPVY EDVHG RQ DOOHJHG SULFH IL[LQJ RI '5%0 SURGXFWV XQG
-XQH WR DW OHDVW )HEUXDU\ DQG VRXJKW WUHEOH PRQHWDU\ G
DQG RWKHU LQMXQFWLYH DQG HTXLWDEOH UHOLHI 2Q 'HFHPEHU WKH
DQRG HQWHUHG MXGJPHQW DJDLQVW WKHP 2Q -DQXDU\ WKH SODLQWLI
$SSHDOV IRU WKH 1LQWK &LUFXLW 2Q 0D\ VHYHUDO SODLQWLIIV ILOH(
'LVWULFW &RXUW IRU WKH 1RUWKHUQ 'LVWULFW RI &DOLIRUQLD SXUSRUWHG
RI '5%0 SUR GXQFW\O\ WKH 'LVWULFW &RXUW GLVPLVVHG WKH 0D\ FRP
DIJUHHPHQW EHWZHHQ WKH SODLQWLIIV DQG OLFURQ SURYLGLQJ WKDW WKH
&RXUWxV '"HFHPEHU GLVPLVVDO RUGHU LV QRW DIILUPHG RQ DSSHDO

2Q -XQH D FRPSODLQW ZDV ILOHG DJDLQVW OLFURQ DQG RWKHU '5%$0 \
IRUWKHUQ 'LVWULFW RI &D ORARIEM\Y D @ X\E\DHOTOAHIQGNH@QM\W LFDO FDVHYV ZHUH ILO
2FWREHU WKH SODLQWLIIV ILOHG D FRQVROLGDWHG DPHQGHG FRPSO
EH RQ EHKDOI RI D QDWLRQZLGH FODVV RI GLUHFW SXUFKDVHUV RI '5$0 SUR
FODLPY EDVHG RQ DOOHJHG SULFH IL[LQJ RI '5%0 SURGXFWYV XQGHU IHGHUDC

WKURXJK DW OHDVW )HEUXDU\ DQG VRXJKW WUHEOH PRQHWDU\ GD
RWKHU LOMXQFWLYH DQG HTXLWDEOH UHOLHI 2Q 'HFHPEHU WKH 'LVW
DQG JUDQWHG WKH SODLQWLIIV SHUPLVVLRQ WR ILOH D IXUWKHU DPHQGHG |
IXUWKHU DPHQGHG FRPSODLQW DVVHUWLQJ VXEVWDQWLDOO\ WKH VDPH FOD

WKH 'LVWULFW &RXUW JUDQWHG OLFURQxV PRWLRQ WR GLVPLVV WKH IXl



$GGLWLRIQOBDDO/AHY KDYH EHHQ ILOHG LQ WKH IROORZLQJ &DQDGLDQ FRXUWYV 6
&RXUW RI &DQDGD WKH 2QWDULR 6XSHULRU &RXUW Rl -XVWLFH DQG WKH 6)
VXEVWDQWLYH DOOHJDWLRQV LQ WKHVH FDVHVY DUH VLPLODU WR WKRVH DV\

2Q 0D\ WKH &KLQHVH 6WDWH $GPLQLVWUDWLRQ IRU ODUNHW 5HJXODW
LOQYHVWLIDWLQJ SRWHQWLDO FROOXVLRQ DQG RWKHU DQWLFRPSHWLWLYH F
6505 PDGH XQDQQRXQFHG YLVLWYV WR RXU VDOHV RIILFHV LQ %YHLMLQJ 6KDC
DV SDUW RI LWV LQYHVWLJDWLRQ :H DUH FRRSHUDWLQJ ZLWK 6%$05 LQ LWV |

6HFXULWLHY ODWWHUV

2Q ODUFK D GHULYDWLYH FRPSODLQW ZDV ILOHG E\ D VKDUHKROGHU D
GLUHFWRUV RI OLFURQ DOOHJHGO\ RQ EHKDOI RI DQG IRU WKH EHQHILW R (
'"HODZDUH DOOHJLQJ VHFXULWLHV IUDXG EUHDFKHV RI ILGXFLDU\ GXWLHV L
PLVUHSUHVHQWDWLRQV DERXW SXUSRUWHG DQWLFRPSHWLWLYH EHKDYLRU 1|
IHHV LQWHUHVW FRVWYV DQG RWKHU DSSURSULDWH UHOLHI

2Q )HEUXDU\ D GHULYDWLYH FRPSODLQW ZDV ILOHG E\ D VKDUHKROGH
DQRG IRUPHU GLUHFWRUV RI OLFURQ DOOHJHGO\ RQ EHKDOI RI DQG IRU WKH
'LVWULFW RI '"HODZDUH DOOHJLQJ YLRODWLRQV RI VHFXULWLHY ODZV EUHDI
LQYROYLQJ DOOHJHGO\ IDOVH DQG PLVOHDGLQJ VWDWHPHQWY DERXW OLFUR
GLYHUVLI\LQJ LWV ZRUNIRUFH H[HFXWLYH OHDGHUVKLS DQG %RDUG RI 'LUF
LOWHUHVW FRVWV DQG DQ RUGHU UHTXLULQJ OLFURQ WR WDNH YDULRXV D
DQG LQWHUQDO SURFHGXUHYV

2WKHU

2Q 'HFHPEHU OLFURQ ILOHG D FRPSODLQW DJDLQVW 80& DQG -LQKXD L
'LVWULFW Rl &DOLIRUQLD 7KH FRPSODLQW DOOHJHV WKDW 80& DQG -LQKXD
SURYLVLRQV RI WKH 5DFNHWHHU ,QIOXHQFHG DQG &RUUXSW 2UJDQL]DWLRQ\
E\ PLVDSSURSULDWLQJ OLFURQxV WUDGH VHFUHWY DQG RWKHU PLVFRQGXFW
GLVJRUJHPHQW RI SURILWY LQMXQFWLYH UHOLHI DQG RWKHU DSSURSULDW

2Q -XQH FXUUHQW OLFURQ HPSOR\HH &KULV 0DQQLQJ ILOHG D SXWD\
HPSOR\HHV VXEMHFW WR WKH ,GDKR :DJH &ODLP $FW ZKR HDUQHG D SHUIRU|

ZKRVH SHUIRUPDQFH UDWLQJ ZDV FDOFXODWHG EDVHG XSRQ D PDQGDWR
SHUIRUPDQFH UDWLQJV 2Q -XO\ 0DQQLQJ DQG WKUHH RWKHU &RPSDQ
DV SXWDWLYH FODVV DFWLRQ UHSUHVHQWDWLYHV 2Q EHKDOI RI WKHPVHOY
RWKHU SODLQWLIIV DVVHUW FODLPV IRU YLRODWLRQ RI WKH ,GDKR :DJH &OT
JRRG IDLWK DQG IDLU GHDOLQJ DQG IUDXG 2Q -XQH WKH FRXUW HQW
VWDWXWH RI OLPLWDWLRQV DQG WKH SODLQWLIIV ILOHG D QRWLFH RI DSSH

2Q -XO0\ OLFURQ DQG ,QWHO HQWHUHG LQWR D ELQGLQJ DUELWUDWLR
SUHVHQW WR DQ DUELWUDO SDQHO YDULRXV ILQDQFLDO GLVSXWHV UHODWH
ZKLFK HQGHG 2FWREHU DQG WR RWKHU DJUHHPHQWY UHODWLQJ WR W

QRQ YRODWLOH PHPRU\ SURGXFWV (DFK SDUW\ DOOHJHV WKDW WKH RWKHU
RQRU PRUH DJUHHPHQWYV

2Q -XO0\ $OOLHG 7THOHVLVY ,QF DQG $0OOLHG 7THOHVLV ,QWHUQDWLRQD!
LQ WKH 6XSHULRU &RXUW RI &DOLIRUQLD LQ 6DQWD &0ODUD DOOHJILQJ EUHDF
LQGXFHPHQW WR FRQWUDFW DULVLQJ IURP SODLQWLIIVXx SXUFKDVH RI FHUW
DQG 7KURXJK VXEVHTXHQW DPHQGPHQWY WR WKH FRPSODLQW WKH SOD
SODLQWLII ZLWKGUHZ WKH ZDUUDQW\ FODLPV DQG DGGHG FODLPV RI IUDXGC
QHJOLJHQFH DQG VWULFW SURGXFWV OLDELOLW\ 7KH SODLQWLIIxV DPHQGHF
LQFOXGLQJ SXQLWLYH GDPDJHV DQG ORVW SURILWV 2Q 6HSWHPEHU W
GLVPLVVLQJ WKH FODLPV IRU QHJOLJHQFH DQG VWULFW SURGXFWV OLDELOL
QHJOLJHQW PLVUHSUHVHQWDWLRQ IUDXGXOHQW FRQFHDOPHQW DQG IUDXG
EHJLQ RQ -DQXDU\



,Q WKH QRUPDO FRXUVH RI EXVLQHVYVY ZH DUH D SDUW\ WR D YDULHW\ RI DJL
WR LQGHPQLI\ DQRWKHU SDUW\ W LV QRW SRVVLEOH WR SUHGLFW WKH PD[I
WKHVH W\SHV RI DJUHHPHQWY GXH WR WKH FRQGLWLRQDO QDWXUH RI RXU R
LOQYROYHG LQ HDFK SDUWLFXODU DJUHHPHQW +LVWRULFDOO\ RXU SD\PHQW
PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV K

‘H DUH XQDEOH WR SUHGLFW WKH RXWFRPH RI WKH SDWHQW PDWWHUV 4LPF
ELQGLQJ DUELWUDWLRQ ZLWK ,QWHO RU DQ\ RWKHU PDWWHUYV QRWHG DERY
SRWHQWLDO ORVYV RU UDQJH RI SRVVLEOH ORVVHYVY $ GHWHUPLQDWLRQ WKD!
LQWHOOHFWXDO SURSHUW\ ULJKWV RI RWKHUV RU HQWHULQJ LQWR D OLFHQ
UHVXOW LQ VLIQLILFDQW OLDELOLW\ DQG RU UHTXLUH XV WR PDNH PDWHULI
SURFHVVHV $Q\ RI WKH IRUHJRLQJ DV ZHOO DV WKH UHVROXWLRQ RI DQ\ RV
PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV K

‘H DUH FXUUHQWO\ D SDUW\ WR OHJDO DFWLRQV RWKHU WKDQ WKRVH GHVF
EXVLQHVV QRQH RI ZKLFK DUH H[SHFWHG WR KDYH D PDWHULDO DGYHUVH
ILQDQFLDO FRQGLWLRQ

(TXLW\

OLFURQ 6KDUHKROGHUVx (TXLW\

&RPPRQ 6WRFN 5HS XXXRK BBRBDW G Rl 'LUHFWRUV KDV DXWKRUL]J]HG WKH GLVFUH

ELORLRXU RXWVWDQGLQJ FRPPRQ VWRFN WKURXJK RSHQ PDUNHW SXUFK|
WUDQVDFWLRQV GHULYDWLYH WUDQVDFWLRQV DQG RU SXUVXDQW WR 5XOF
KDV QR H[SLUDWLRQ GDWH GRHV QRW REOLJDWH XV WR DFTXLUH DQ\ FRPPR
RXU RQJRLQJ GHWHUPLQDWLRQ RI WKH EHVW XVH RLOY¥RD@BECH RXVYKFRRPR
VWRFN IRBELOOQRQDQG PLOOMK®PQ@HYV IRPLOOAILRQ 7TKURKHIBEWHPEHU ZH KDG
UHSXUFKDVHG DQ DJJEH OMMWKRBERY WKH DXWKRUL]JDWLRQ $PRXQWV UHSXUFKD
VWRFN

'LYLCGNQ® $XIXVW ZH DQQRXQFHG WKDW RXU %RDUG RI 'LUHFWRUV KD
SHU VKDUH SD\DETAWREHWDODVKWR VKDUHKROGHUY RI UHFRUG DV RI WKH |
2FWREHU

$FFXPXODWHG 2WKHU &RPSURRKHD@QVHYWHL@ PREFHPXODWHG RWKHU FRPSUHKHQ'
FRPSRQHQW IRU WEHSWBBBHUGCGHGBIH DV IROORZV

&XPXODWLYH
*DLQV 8QUHDOL)RGHLJQ
/RVVHV BQVLRQ*DLQV &x HQF\
'"HULYDWLYBDELOLMRVVHV 7TRQQVO WLRQ
,QV W U X BB V W POQRWMY PSHIWKW W P H@WY D O

$V RI 6HSWHPEHU
2ZWKHU FRPSUHKHQVLYH LQFRPH EHIRUH UHFODVVLILFDWLRQV

$PRXQW UHFODVVLILHG RXW RI DFFXPXODWHG RWKHU
FRPSUHKHQVLYH LQFRPH 2

7D[ HITHFWYV 2
2ZWKHU FRPSUHKHQVLYH LQFRPH ORVV
$V RI 6HSWHPEHU




)DLU 9DOXH OHDVXUHPHQWYV

7KH HVYWLPDWHG IDLU YDOXHV DQG FDUU\LQJ YDOXHV RI RXU RXWVWDQGLQJ
HTXLW\ FRPSRQHQWYV RI RXU FRQYHUWLEOH QRWHYV ZHUH DV IROORZV

)DLU &DUU\LQJ )DLU &DUU\LQJ
$V RI 9DOXH 9DOXH 9DOXH 9DOXH

I1RWHYV
&RQYHUWLEOH QRWHYV

LN}
LN}

7KH IDLU YDOXHV RI RXU FRQYHUWLEOH QRWHYVY ZHUH GHWHUPLQHG EDVHG R
FRQYHUWLEOH QRWHY ZKHQ DYDLODEOH RXU VWRFN SULFH DQG LQWHUHVW
FUHGLW UDWLQJV VLPLODU WR RXUV 7KH IDLU YDOXHV RI RXU RWKHU GHEW
LQFOXGLQJ WKH WUDGLQJ SULFH RI RXU QRWHYVY ZKHQ DYDLODEOH GLVFRXQ
GHEW LVVXHG E\ SDUWLHV ZLWK FUHGLW UDWLQJV VLPLODU WR RXUYV

$VVHWYV FODVVLILHG DV KHOG IRU VBH@W LDPWDHW HIBU IWDLHIG Y DWW XHKRIUORZBUW\ IRQ J Y L
MXGJPHQWY DQG DVVXPSWLRQV DUH UHTXLUHG WR HVWLPDWH WKHLU IDLU Y
IURP RXU HVYWLPDWHG IDLU YDOXH DQG ZH FRXOG UHFRJQL]H DGGLWLRQDO (
FODVVLILHG DV KHOG IRU VDOH DUH ORZHU WKDQ WKHLU FDUU\LQJ YDOXHV

'"HULYDWLYH ,QVWUXPHQWYV

IRWLRQDO RYp| Uy 9DOXH RI
&RQWU

$PRXQW $VVHWV /LDELOLWLHYV

$V RI 6HSWHPEHU

'"HULYDWLYH LOQVWUXPHQWY ZLWK KHGJH DFFRXQWLQJ GHVLJQDWLRQ
&DVK IORZ FXUUHQF\ KHGJHV

&DVK IORZ FRPPRGLW\ KHGJHV 2
)DLU YDOXH LQWHUHVW UDWH KHGJHV 2

'"HULYDWLYH LQVWUXPHQWY ZLWKRXW KHGJH DFFRXQWLQJ GHVLIJQDWLRQ
1RQ GHVLIJQDWHG FXUUHQF\ KHGJHV

$V RI 6HSWHPEHU

'"HULYDWLYH LQVWUXPHQWY ZLWK KHGJH DFFRXQWLQJ GHVLIJQDWLRQ
&DVK IORZ FXUUHQF\ KHGJHV

'"HULYDWLYH LQVWUXPHQWY ZLWKRXW KHGJH DFFRXQWLQJ GHVLIJQDWLRQ
1RQ GHVLIJQDWHG FXUUHQF\ KHGJHV

,QFOXG®HFHLYDEOHY O RWKHU DQG RWKHU QRQFXUUHQW DVVHWYV
,QFOXGHG LQ DFFRXQWY SD\DEOH DQEQBFRWXHG BFMHROMHIHQWRWKBELOL

'"HULYDWLYH ,QVWUXPHQWYV ZLWK +HGJH $FFRXQWLQJ '"HVLJQDW
&DVK )ORZ +HGJIKWLOL]H IRUZDUG DQG VZDS FRQWUDMWER WHEIRW LIHXDHNWHD® OV

FDVK IORZ KHGJHV IRU RXU H[SRVXUH WR FKDQJHV LQ FXUUHQF\ H[FKDQJH U
H[SHQGLWXUHV DQG PDQXIDFWXULQJ FRVWV )RUZDUG DQG VZDS FRQWUDFW



EDVHG REVHUYDEOH LQSXWV LQFOXGLQJ PDUNHW VSRW DQG IRUZDUG UDWH
‘H GR QRW XVH GHULYDWLYH LQVWUXPHQWYV IRU VSHFXOPMWLIR®XDERVHY |

PLOORRQ DQG UHVSHFWLYHO\ LQ DFFXPXODWHG RWKHU FRPSUHKHQVLY
7KH DPRXQWYV UHFRJDHUHGQIRW VLJIQLILFDQW :H UHHRIQURBGE @ RRVMVRRIJRRC
VROG UHODWHG WR WKH DPRXQWV H[FOXGHG IURP KHGJH HIITHFWQBHQHVV W
ZHUH QRW VLJQLILFDQW P HOURIRQIDMWL ILGIRBEP DFFXPXODWHG RWKHU FRPSUHK!
HDUQLQJV SULPDULO\ WR FRVW RI JRRGV VROG 7KH URBODSVLRLFDWLRQV Z
BHSWHPEHU ZH H[SHFW WR UREOOMRIUH WD[ ORVVHV UHODWHG WR FDVK IOF
DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH LQWR HDUQLQJV LQ WKH QH]
KHGJLQJ UHODWHY WR IRUHLJQ FXUUHQF\ FRQWUDFWYV IRU DOO SHULRGV SU
LPPDWHULDO LPSDFW

)DLU 9DOXH +HGAIWWVOL]H IL[HG WR IORDWLQJ LQWHUHVW UDWH VZDSV GHVLJ(
FHUWDLQ H[SRVXUHV WR FKDQJHV LQ WKH IDLU YDOXH RI IL[HG UDWH GHEW
UbwHVvY ,QWHUHVW UDWH VZDSV DUH PHDVXUHG DW IDLU YDOXH EDVHG RQ P
UDWHVY DQG FUHGLW ULVN VSUHDGYV /HYHO 7KH FKDQJHV LQ WKH IDLU YD
DQG WKH RITVHWWLQJ FKDQJHYVY LQ WKH XQGHUO\LQJ IDLU YDOXHV RI WKH KH
D GHULYDWLYH LV QR ORQJHU GHVLJQDWHG DV D IDLU YDOXH KHGJH IRU DQ\
UHPDLQLQJ XQDPRUWL]HG GLIITHUHQFH EHWZHHQ WKH FDUU\LQJ YDOXH RI Wk
WKH KHGJHG LWHP LV DPRUWL]HG WR HDUQLQJV RYHU WKH UHPDLQLQJ OLIH
LWHP KDV PDWXUHG RU EHHQ H[WLQJXLVKHG 7KH HIIHFWV RI IDLU YDOXH KF
RSHUDWLRQV UHFRJQL]JHG LQ LQWHUHVW H[SHQVH ZHUH QRW VLJQLILFDQW

'"HULYDWLYH ,QVWUXPHQWYV ZLWKRXW +HGJH $FFRXQWLQJ 'HVLJ

&XUUHQF\ "HUL¥DWLYHWD OO\ XWLOL]H D UROOLQJ KHGJH VWUDWHJI\ ZLWK FX
ZLWWKQHH PREWKNGJH RXU H[SRVXUHV RI PRQHWDU\ DVVHWY DQG OLDELOLW
UDWHV $W WKH HQG RI HDFK UHSRUWLQJ SHULRG PRQHWDU\ DVVHWYV DQG C
86 GROODU DUH UHPHDVXUHG LQWR 8 6 GROODUV DQG WKH DVVRFLDWHG R
PDUNHW &XUUHQF\ IRUZDUG FRQWUDFWYV DUH YDOXHG DW IDLU YDOXHV EDV
H[FKDQJH TXRWDWLRQV /HYHO 5SHDOL]HG DQG XQUHDOL]HG JDLQV DQG OF
DFFRXQWLQJ GHVLJQDWLRQ DV ZHOO DV WKH FKDQJHV LQ WKH XQGHUO\LQJ
FXUUHQF\ H[FKDQJH UDWHY DUH LQFOXGHG LQ RWKHU QRQ RSHUDWLQJ LQFR
ZLWKRXW KHGJH DFFRXQWLQJ GHVLJQ D WRRMOIRE O-RARIML JBIGRRML Q'@ @ |
UHVSHFWLYHO\ 7KH DPRXQVZW WH PRV V]H® LIQ FDQW

&RQYHUWLEOH 1RWHV 6HWW®HPHOMWWIECAHQW LRREDLIJDWLRQV DVVRFLDWHG Z
VXEMHFW WR PDUN WR PDUNHW DFFRXQWLQJ WUHDWPHQW WKH IDLU YDOXH
ZHUH LQLWLDOO\ GHWHUPLQHG XVLQJ WKH %ODFN 6FKROHV RSWLRQ YDOXDYV
SULFH H[SHFWHG VWRFN SULFH YRODWLOLW\ HVWLPDWHG RSWLRQ OLIH UL
PHDVXUHPHQW DPRXQWVY ZHUH EDVHG RQ WKH YROXPH ZHLJKWHG DYHUDJH V
6HH U'HEW U :H UHFRJQRIOGNMRE PHEARRQ DQG UHVSHFWLYHO\ LQ RWKHL
RSHUDWLQJ LQFRPH H[SHQVH QHW IRU WKH FKDQJHV LQ IDLU YDOXH RI WK
UHFRJQL]HGZHUH QRW VLJQLILFDQW

'"HULYDWLYH &RXQWHUSDUW\ &UHGLW 5LVN DQG ODVWHU 1HWWL

2XU GHULYDWLYH LQVWUXPHQWY H[SRVH XV WR FUHGLW ULVN WR WKH H[WH
WKH FRQWUDFWY 2XU PD[LPXP H[SRVXUH WR ORVV GXH WR FUHGLW ULVN LI
WR WKH WHUPV RI WKH FRQWUDFWY ZRXOG JHQHUDOO\ HTXDO WKH IDLU YDO
DERYH :H VHHN WR PLWLJDWH VXFK ULVN E\ OLPLWLQJ RXU FRXQWHUSDUWL
ULVN DFURVYV PXOWLSOH |LQMHGEM.IDPEHQYVINQIBIW EWHREMUSDRRXQWY QHWWHG X
RXU PDVWHU QHWWLQJ DUUDQJHPHQWYV ZHUH QRW VLIQLILFDQW



(TXLW\ 30DQV

$V BHSWHPEHU PLOOMKROQUHY RI RXU FRPPRQ VWRFN ZHUH DYDLODEOH IRU
SODQV LQFBXKGOMBDYHY DSSURYHG IRU LVVXDQFH XQGHU RXU HPSOR\HH VWI

5HVWULFWHG 6WRFN DQG 5HVWULFWHG 6WRFN 8QLWV U5HVWUL

$V BHSWHPEHU WKHUH ZHUWOHOMAKRDQUHY RI SHYVWULFWHG 6WRF W 15 ORURAK IREKW V W
FRQWDLQHG RQO\ VHUYLFH FRQGLWLRQV )RU VHUYLFH EDVHG 5HVWULFWHG
IRXUWK RU RQH WKLUG LQFUHPHQWY GXULQJ HDFK \HDU RI HPSOR\PHQW DIW
5HVWULFWHG 6WRFN ZLWK SHUIRUPDQFH RU PDUNHW\RBQ GIHULRGYV W WKE CH
WKH SHUIRUPDQFH SHULRG WKH QXPEHU RI DFWXDO VRQRGHVRVRVEH JIHAD UG H
DPRXQWYVY GHSHQGLQJ XSRQ WKH DFKLHYHPHQW OHYHOL\WNWXWPRDBWHG ©NVRF

IROORZV

"HLIKWHG

$YHUDJH *UDQW
1XPEHU RDWH )DLU 9DOXI
6KDUHV 3HU 6KDUH

2XWVWDQGLQJ DV RI 6HSWHPEHU
*UDQWHG

5HVWULFWLRQV ODSVHG
&DQFHOHG

2XWVWDQGLQJ DV RI 6HSWHPEHU

JRU WKH \HDU HQGHG

S5 HVWULFWHG VWRFN DZDUG VKDUHYVY JUDQWHG

"HLIKWHG DYHUDJH JUDQW GDWH IDLU YDOXH SHU VKDUH
$JJUHIDWH YHVWLQJ GDWH IDLU YDOXH RI VKDUHVY YHVWHG

(PSOR\HH 6WRFN 3XUFKDVH 30DQ U(633U

2XU (633 ZDV RITHUHG WR VXEVWDQWLDOO\ DOO HPSOR\HHV EHJLQQLQJ LQ $!
SXUFKDVH VKDUHV RI RXU FRPPRQ VWRFN WKURRIKWKHIUR 6 O LGH B & A WIRPGWH ®
VXEMHFW WR FHUWDLQ OLPLWDWLRQV SULRU WR $XJXVW %HIJLQQLQJ LQ
WR Rl WKHLU HOLJLEOH FRPSHQVDWLRQ WR SXUFKDVH VKDUHV XQGHU WKH
WKH (633 HTXDROWKH ORZHU Rl WKH IDLU PDUNHW YDOXH RI RXU FRPPRQ VW
HDPKLPRQWK RIIHULQJ SHULRG &RPSHQVDWLRQ H[SHQVH LV FDOFXODWHG D
WKH IDLU YDOXH RI WKH HPSOR\HHV % G R B R KIFKRWIHYK W\D G WR W L R@ P RVKHIO D G
RYHU WKH RIITHULQJ SHULRG *UDQW GDWH IDLU YDOXH DQG DVVXPSWLRQV X
ZHUH DV IROORZV

JRU WKH \HDU HQGHG

HLIJKWHG DYHUDJH JUDQW GDWH IDLU YDOXH SHU VKDUH
$YHUDJH H[SHFWHG OLIH LQ \HDUYV

HLIJKWHG DYHUDJH H[SHFWHG YRODWLOLW\

HLIJKWHG DYHUDJH ULVN IUHH LOQWHUHVW UDWH
([SHFWHG GLYLGHQG \LHOG

8QGHU WKH (633 HPSOR\HHMHM SXHERKIDW RG FRPPRQ WIRENRRU D@PEOOLRAQ
VKDUHV ITRRPLOOLRQ



6WRFN 2SWLRQV

$V BHSWHPEHU VWRFN RSWLR@WRUHYV ZHUH RXWVWDQGLQJ ZKLFK DUH JHQ
LQFUHPHQWY RI HLWKHU RQH IRXUWK RU RQH WKLUG SHU \HDU EHJLQQLQJ R
\HDUVRP WKH GDWH RI JUDQW :H GLG QRW RUWD Q\WQI)R YWRKQVRIWILERQN G Q
ZHUH QRW PDWHULDO BWRWKTREHWVLRQWHRH[HUFKWHBRMID O LQWULQVLF YDOXF
H[HUFLVHG ZPMOOLR®LOODRE PLOOLRQ DQG UHVSHFWLYHO\

6WRFN EDVHG &RPSHQVDWLRQ ([SHQVH

JRU WKH \HDU HQGHG

6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH E\ FDSWLRQ
&RVW RI JRRGV VROG

5HVHDUFK DQG GHYHORSPHQW

6HOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH

BWRFN EDVHG FRPSHQVDWLRQ H[SHQVH E\ W\SH Rl DZDUG
5HVWULFWHG VWRFN DZDUGYV

(633

BWRFN RSWLRQV

,QFRPH WD[ EHQHILWY UHODWHG WR WKH WD[ GHGXFWLRQV IRU VKDUH EDVH
RI WKH UHODWHG VKDUH EDVHG DZDUGV ,QFRPH WD[ BPHOQHRILRRY ORDRMED UH E

PLOAQRRQ DQG UHVSHFWLYHO\ 6WRFN EDVHG FRFPIIOTNRHLRQ H[SHOQ
PLOAIRQFDSLWDOL]HG DQG UHPD&KQS\GHRE HQ YD-QE@BVRWMH PEHRI UHVSHFWLYHO\
RBHSWHPEHU PLOORIRGRWDO XQUHFRJQL]JHG FRPSHQVDWLRQ FRVWYV IRU >

RI DQ\ IXWXUH IRUIHLWXUHYV ZDV H[SHFWIHRX WNWRKEHX D H WEHRLY K]BI\G L\ B URXD KZ Wi
DYHUDJH SHULRGBURI

(PSOR\HH %HQHILW 30DQV

‘H KDYH HPSOR\HH UHWLUHPHQW SODQV DW RXU 8 6 DQG LQWHUQDWLRQDO
(PSOR\HH 6DYLQJY 30DQ IRU 8 6 (PSOR\HHV

‘H KDYH D N UHWLUHPHQW SODQ XQGHU ZKLFK 8 6 RPSGR\HHM P\ ER @& Wl
VXEMHFW WR ,QWHUQDO 5HYHQXH 6HUYLFH DQQXDO FRQWULEXWLRQ OLPLWYV
GLUHFW LQYHVWPHQW LQ RXU VWRFN :H PDWFK LQ FDVK HRILWLIKEHO H PFSROCRWHUHL 3

DQQXDO HOLJLEOH HDUQLQJV &RQWULEXWLRPLBGHELD ORRGVRHO AR QSODQ
DQG UHVSHFWLYHO\

SHWLUHPHQW 30DQV

‘H KDYH SHQVLRQ SODQV DYDLODEOH WR HPSO®RHNSWHBPEH Y DWKRIXSUIRM HE W &
EHQHILW REOLJDWLRQV RPRXOLG@DSOD DHHY H WV OZHEIRHRH SWHPEHU WKH

SURMHFWHG EHQHILW REOLJDW PR QZIRIGRS O DS D QVHIRMOAHIRQVLRQ H[SHQVH
ZDV QRW PDWHULDO RRU



SHYHQXH DQG &XVWRPHU &RQWUDF

SHYHQXHHRKQRORJ\

5HYHQXH E\ WHFKQRORJ\ LV SUHVHQWHG LQ WKH WDEOH EHORZ
JRU WKH \HDU HQGHG

'5%$0
11"
2WKHU SULPDULO\ ' ;3RLQW PHPRU\ DQG 125

%HIJLQQLQJ LQ UHYHQXHV IRU 0&3V DQG 66'V ZKLFK FRQWDLQ ERWK '5$0
'5$0 DQG 1$1' EDVHG RQ WKH UHODWLYH YDOXHV Rl HDEQ AWRKRSWQHQW DERY B
EHHQ FRQIRUPHG WR WKH FXUUHQW SHULRG SUHVHQWDWLRQ

6HH UGHJPHQW DQG 2WKHU ,QIRUPDWLRQU IRU GLVFORVXUH RI GLVDJJUHJDW
&XVWRBRQWUDFW /LDELOLWLHYV

2XU FRQWUDFW OLDELOLWLHV IURP FXVWRPHU DGYDQFHV DUH IRU DGYDQFH
SURGXFW LQ IXWXUH SHULRGY 2WKHU FRQWUDFW OLDELOLWLHV FRQVLVW R
REOLJDWLRQV 7KHVH EDODQFHY DUH UHSRUWHG ZLWKLQ RWKHU FXUUHQW C
UHFRJQL]JHG GXULQJ I[JURP WKH HQGLQJ ED@MICFE@® MRHHWLOQJFOXKGIRGPDQFH
RI RWKHU FRQWUDFW OLDELOLWLHY DQG VKLSPHQWY DJDLQVW FXVWRPHU D¢
OLDELOLWLHYV

$V RI

&RQWUDFW OLDELOLWLHY IURP FXVWRPHU DGYDQFHYV
2WKHU FRQWUDFW OLDELOLWLHYV 2

S5HYHQXH LV SULPDULO\ UHFRJQL]JHG DW D SRLQW LQ WLPH ZKHQ FRQWURO R
FXVWRPHUV LQ DQ DPRXQW WKDW UHIOHFWY WKH FRQVLGHUDWLRQ ZH H[SHF
6XEVWDQWLDOO\ DOO FRQWUDFWYV ZLWK RXU FXVWRPHUV DUH VKRUW WHUP
JHQHUDOO\ GXH VKRUW®BY DNWHMHH R QLLYRHU\VZH KDYH FRQWUDFWYV ZLWK LQLWI
REOLIDWLRQVEMK®POWGHIYHQBMHEWHPEHU RXU IXWXUH SHUIRUFZHWIAH REOLJDV

PLO VXEVWDQWLDOO\ DOO RI ZKLFK DUH H[SHFWRQH 'HEH UHFRJQL]JHG D

$V RHSWHPEHU DQBHSWHPEHU RWKHU FXUUHQW OLDPLOONREY POOCORBO G
HVWLPDWHY RI FRQVLGHIUDWMWRFRHMYSHFE\OF MR LQFOXGLQJ HVWLPDWHY IRU S
UHWXUQV



5HVWUXFWXUH IDUPGHQ@WWHW ,PSD

JRU WKH \HDU HQGHG
S5HVWUXFWXUH DQG DVVHW LPSDLUPHQWYV

SHVWUXFWXUH DQG DVVHW LPSDLUPHQWYV IRU DUH SULPDULO\ GXH WR Wt
U/HKL 8WDK )DE DQG ' ;3RLQW U 5HVWUXFWXUH DQG DVVHW LPSDLUPHQWYV
DQG HPSOR\HH UHORFDWLRQ DQG VHYHUDQFH FRVWY UHODWHG WR ULJKW V
VDOH RI RXU PP IDEULFDWLRQ IDFLOLW\ LQ 6LQJDSRUPLDQRUKHFRIQLIHG U
UHVWUXFWXUH DQG DVVHW LPSDLUPHQWYV IRU SULPDULO\ UHODWHG WR F

IXQFWLRQV

2WKHU 2SHUDWLQJ ,QFRPH ([SHQ)\

JRU WKH \HDU HQGHG

SDWHQW OLFHQVH FKDUJHYV
*DLQ ORVV RQ GLVSRVLWLRQ RI SURSHUW\ SODQW DQG HTXLSPHQW

2WKHU

2 2

2WKHU 1RQ 2SHUDWLQJ ,QFRPH ([€

JRU WKH \HDU HQGHG

*DLQ ORVV RQ LQYHVWPHQWV
*DLQ ORVV RQ GHEW SUHSD\PHQWV UHSXUFKDVHV DQG FRQYHUVLRQV

2WKHU 2




.QFRPH 7D[HV

2XU LQFRPH WD[ SURYLVLRQ EHQHILW FRQVLVWHG RI WKH IROORZLQJ
JRU WKH \HDU HQGHG

,QFRPH ORVV EHIRUH LQFRPH WD[HV QH
LOWHUHVWY DQG HTXLW\ LQ QHW LQFRPH

8 6
YRUHLJQ

,QFRPH WD[ SURYLVLRQ EHQHILW
&XUUHQW

8 6 IHGHUDO

6 WD W H

JRUHLJQ

'"HIHUUHG
8 6 IHGHUDO

6 WD W H

JRUHLJQ 2

,QFRPH WD[ SURYLVLRQ EHQHILW

7KH WDEOH EHORZ UHFRQFLOHV RXU WD[ SURYLVLRQ EHQHILW EDVHG RQ W
JRU WKH \HDU HQGHG

86 IHGHUDO LQFRPH WD[ SURYLVLRQ EHQHILW DW VWDWXWRU\ UDWH
&KDQJH LQ XQUHFRJQL]HG WD[ EHQHILWYV
86 WD[RQ IRUHLJQ RSHUDWLRQYV
YRUHLJQ WD[ UDWH GLIIHUHQWLDO
'"HEW SUHPLXP GHGXFWLRQV 2 2 2 2
5HVHDUFK DQG GHYHORSPHQW WD[ FUHGLWYV
&KDQJH LQ YDOXDWLRQ DOORZDQFH
6WDWH WD[HV QHW RI IHGHUDO EHQHILW
YRUHLJQ GHULYHG LQWDQJLEOH LQFRPH GHGXFWLRQ 2 2
2WKHU
,QFRPH WD[ SURYLVLRQ EHQHILW

‘H RSHUDWH LQ D QXPEHU RI MXULVGLFWLRQV RXWVLGH WKH 8QLWHG 6WDWt
DUUDQJHPHQWY 7KHVH LQFHQWLYHYV H[SLUH LQ ZKROH RU LQ SDUW DW YD
SDUW XSRQ PHHWLQJ FHUWDLQ EXVLQHVV RSHUDWLRQV DQG HPSOR\PHQW V
DUUDQJHPHQWY UHGXFHG RXW MWDJ BRURHILWLIRGY RXU GLOXWHG HDURUQJV SHI

E\ PLOOLRQSHU GLOXWHG VKDQHE ERRLOOLRQSHU GLOXWHG VKDUH IRL

$V BRHSWHPEHU FHUWDLQ QRQ 8 6 VXEVLGLDULHV KDG FXPXO EWOWDHKRAWGLVV
ZHUH GHHPHG WR EH LQGHILQLWHO\ UHLQYHVWHG $ SURYLVLRQ KDV QRW E}
VXFK VXEVLGLDULHY DUH VXEMHFW WR DGGLWLRQDO IRUHLJQ ZLWKKROGLQJ
XQUHFRJQLJHG GHIHUUHG WD[ OLDELOLWLHY UHODWHG WR LQYHVWPHQWYV L



3XUVXDQW WR 6(& 6WDII $SFFRXQWLQJ %XOOHWLQ 1R PHDVXUHPHQW SHUI
&XWV DQG -REV $FWPLQERIREHHGHILW IRU WKH UHSDWULDWLRQ WD[ QHW RI D(
SRVLWLRQV ‘H UHFRJQL]H WKH IRUHLJQ PLQLPXP WD[ LQ WKH SHULRG WKH \

'"HIHUUHG LQFRPH WD[HV UHIOHFW WKH QHW WD[ HIITHFWV RI WHPSRUDU\ GLII
IRU ILQDQFLDO UHSRUWLQJ DQG LQFRPH WD[HOSKUSRGHWIOJVWXYNEW \D D ¢ 6 WL\DR
Rl WKH IROORZLQJ

$V RI

'"HIHUUHG WD[ DVVHWYV
1HW RSHUDWLQJ ORVV DQG WD[ FUHGLW FDUU\IRUZDUGYV
$FFUXHG VDODULHV ZDJHV DQG EHQHILWYV
2SHUDWLQJ OHDVH OLDELOLWLHYV
3URSHUW\ SODQW DQG HTXLSPHQW 2
2WKHU
*URVV GHIHUUHG WD[ DVVHWYV
/HVV YDOXDWLRQ DOORZDQFH
'HIHUUHG WD[ DVVHWV QHW RI YDOXDWLRQ DOORZDQFH

'"HIHUUHG WD[ OLDELOLWLHYV
5LJKW RI XVH DVVHWYV
3URGXFW DQG SURFHVV WHFKQRORJ\
3URSHUW\ SODQW DQG HTXLSPHQW 2
2WKHU
'"HIHUUHG WD[ OLDELOLWLHYV

1HW GHIHUUHG WD[ DVVHWYV

SHSRUWHG DV

'HIHUUHG WD[ DVVHWYV

'HIHUUHG WD[ OLDELOLWLHVY LQFOXGHG LQ RWKHU QRQFXUUHQW OLDELOL)
1HW GHIHUUHG WD[ DVVHWYV

‘H DVVHVV SRVLWLYH DQG QHJDWLYH HYLGHQFH IRU HDFK MXULVGLFWLRQ W
HILVWLQJ GHIHUUHG WD[ DVVHWSWHPEHH DGBBHGWHBEHRY RZIH KDG D YDOXDWI
DOORZDQFHPROOML®® PLOOURISHFWLYHO\ DJDLQVW RXU QHW GHIHUUHG WD
FDUU\A\IRUZDUGY LQ ODOD\VLD DQG -DSDQ &KDQJHV LQ LQ WKH YDOXDWLR
GXULQJ WKH \HDU RIIVHW E\ DGMXVWPHQWY EDVHG RQ PDQDJHPHQWXxV DVVt
RSHUDWLQJ ORVVHVY WKDW DUH PRUH OLNHO\ WKDQ QRW WR EH UHDOL]HG

$V BRHSWHPEHU RXU QHW RSHUDWLQJ ORVV FDUU\IRUZDUG DPRXQWY DQG HJ[
DXWKRULWLHVY ZHUH DV IROORZYV

<HDU RI| ([SLUDWLR®@WDWH -DSDQ ODOD\WLBLQJDSRURWKHU 7TRWDO

2 2
2 2 2 2
2 2 2 2

2 2 2 2

,QGHILQLWH 2




$V BHSWHPEHU RXU IHGHUDO DQG VWDWH WD[ FUHGLW FDUU\AIRUZDUG DPRX
WR WD[ DXWKRULWLHYVY ZHUH DV IROORZYV

<HDU RI 7D[ &UHGLW ([SLUDWLRQ 86 )HGHUBWDWH 7RWDO

2

2

,QGHILQLWH 2

%HORZ LV D UHFRQFLOLDWLRQ RI WKH EHJLQQLQJ DQG HQGLQJ DPRXQW RI R
)RU WKH \HDU HQGHG

%HJLQQLQJ XQUHFRJQL]JHG WD[ EHQHILWYV

,QFUHDVHVY UHODWHG WR WD[ SRVLWLRQV IURP SULRU \HDUV
,QFUHDVHY UHODWHG WR WD[ SRVLWLRQV WDNHQ LQ FXUUHQW \HDU
'HFUHDVHY UHODWHG WR WD[ SRVLWLRQV IURP SULRU \HDUV
(QGLQJ XQUHFRJQL]HG WD[ EHQHILWYV

$V BHSWHPEHU JURVV XQUHFRJQL]HG WD [PEOQNREWNDHWWHL DOO\ DOO RI ZKL]
RXU HITHFWLYH WD[ UDWH LQ WKH IXWXUH LI UHFRJQL]JHG ,QFUHDVHV WR X
UHWXUQ SRVLWLRQV WDNHQ GXULQJ $PRXQWV DFFUXHG IRU LQWHUHVW
ZHUH QRW VLJQLILFDQW IRU DQ\ SHULRG SUHVHQWHG 7KH UHVROXWLRQ RI \
DOVR UHGXFH RXU XQUHFRJQL]JHG WD[ EHQHILWYV $OWKRXJK WKH WLPLQJ RI
SRWHQWLDO UHGXFWLRQ LQ RXU XQUHFRRQWKE NVOX EGIQRM FEHOMD WKH QH[W

‘H DQG RXU VXEVLGLDULHV ILOH LQFRPH WD[ UHWXUQV ZLWK WKH 8 6 IHGHU
IRUHLJQ MXULVGLFWLRQV WKURXJKRXW WKH ZRUOG :H UHJXODUO\ HQJDJH L
UHJDUGLQJ WD[ PDWWHUV LQFOXGLQJ WUDQVIHU SULFLQJ DQG ZH FRQWLQ;
86 IHGHUDO DQG VWDWH WD[ UHWXUQV UHWRRUG XRIKHI® DURH H{® P UE Q W DR X QR5L
E\ WKH ,QWHUQDO 5HYHQXH 6HUYLFH IRU RXU DQG WD[ \HDUV ,Q DGG
H[DPLQDWLRQ LQ 6LQJDSRUH 7DLZDQ DQG -\FDQ UDBHBUHRR WKBWHDWHWT XD
DPRXQWV RI WD[HVY DQG UHODWHG LQWHUHVW DQG SHQDOWLHYV KDYH EHHQ
H[DPLQDWLRQV DUH QRW H[SHFWHG WR PDWHULDOO\ DGYHUVHO\ DIIHFW RXL
FRQGLWLRQ

(DUQLQJV 3HU 6KDUH

JRU WKH \HDU HQGHG

1HW LQFRPH DWWULEXWDEOH WR OLFURQ = %DVLF
$VVXPHG FRQYHUVLRQ RI GHEW 2
I1HW LQFRPH DWWULEXWDEOH WR OLFURQ = 'LOXWHG

+

"HLIKWHG DYHUDJH FRPPRQ VKDUHYV RXWVWDQGLQJ + %DVLF
'LOXWLYH HIIHFW RI HTXLW\ SODQV DQG FRQYHUWLEOH QRWHYV
HLIJKWHG DYHUDJH FRPPRQ VKDUHVY RXWVWDQGLQJ £ 'LOXWHG

(DUQLQJV SHU VKDUH
%DVLF
'LOXWHG



$QWLGLOXWLYH SRWHQWLDO FRPPRQ VKDUHYV H[FOXGHG IURP WKH FRPSXWD
EDVLF HDUQLQJV SHU VKDUH LQ WKH IXWXUH ZHUH DV IROORZV DW WKH HQC

)RU WKH \HDU HQGHG
(TXLW\ SODQYV

6HIJPHQW DQG 2WKHU ,QIRUPDWLRC

6HIPHQW LQIRUPDWLRQ UHSRUWHG KHUHLQ LV FRQVLVWHQW ZLWK KRZ LW L
GHFLVLRQ PDNHU :H KDMNREKKEXKHQRUYY KOQIONMYV ZKLFK DUH RXU UHSRUWDEOH V

&RPSXWH DQG 1HWZRUNLQJ % XV L QHRO/X&GIMVP HIRRRIVA8EIURG XFWV VROG LQWR F
HOQWHUSULVH JUDSKLFV DQG QHWZRUNLQJ PDUNHWYV

ORELOH %XVLQHVV 8QPMOXEHAMBBHPRU\ DQG VWRUDJH SURGXFWV VROG LQWR
GHYLFH PDUNHWYV

6WRUDJH %XVLQHVV SQEWXAHY%S8E'V DQG FRPSRQHQW OHYHO VROXWLRQV VR
FOLHQW DQG FRQVXPHU VWRUDJH PDUNHWYVY DQG RWKHU GLVFUHWH VWRI

(PEHGGHG %XVLQHVV 8@ADXGHM8EBHPRU\ DQG VWRUDJH SURGXFWV VROG LQV
FRQVXPHU PDUNHWYV

&HUWDLQ RSHUDWLQJ H[SHQVHV GLUHFWO\ DVVRFLDWHG ZLWK WKH DFWLYL\

2WKHU LQGLUHFW RSHUDWLQJ LQFRPH DQG H[SHQVHV DUH JHQHUDOO\ DOOR

SHUFHQWDJH RI FRVW RI JRRGV VROG RU IRUHFDVWHG ZDIHU SURGXFWLRQ

RWKHU WKDQ JRRGZLOO RU FDSLWDO H[SHQGLWXUHV E\ VHIPHQW QRU GR

LQYHVWPHQWY LQWHUHVW RWKHU QRQ RSHUDWLQJ LGRVRBHSRUHRAEIHQVH LW

DQEHSWHPEHU &1%8 0%8 6%8 DQG (%8 KDG PREGZRPQ RROLR @ L O O DRG
PLOOURI@SHFWLYHO\



JRU WKH \HDU HQGHG

5HYHQXH
&1%8

0%8

6%8

(%8

$00 2WKHU

2SHUDWLQJ LQFRPH ORVV
&1%8

0%8

6%S8

(%8

$00 2WKHU

8QDOORFDWHG
6WRFN EDVHG FRPSHQVDWLRQ

,QYHQWRU\ DFFRXQWLQJ SROLF\ FKDQJH WR ),)2 2 2
&KDQJH LQ LQYHQWRU\ FRVW DEVRUSWLRQ 2 2
' :3RLQW LQYHQWRU\ ZULWH GRZQ 2 2
SHVWUXFWXUH DQG DVVHW LPSDLUPHQWYV

3DWHQW OLFHQVH FKDUJHYV 2 2
(PSOR\HH VHYHUDQFH 2 2

2WKHU

2SHUDWLQJ LQFRPH

'"HSUHFLDWLRQ DQG DPRUWL]DWLRQ H[SHQVH LQFOXGHG LQ RSHUDWLQJ LQF!
JRU WKH \HDU HQGHG

&1%8

0%8

6% S8

(%8

$00 2WKHU
8QDOORFDWHG




&HUWDLQ &RQFHQWUDWLRQV

5HYHQXH E\ PDUNHW VHJPHQW DV DQ DSSUR[LPDWH SHUFHQW RI WRWDO UHY
JRU WKH \HDU HQGHG

ORELOH

&OLHQW DQG JUDSKLFV

(QWHUSULVH DQG FORXG VHUYHU

66'V DQG RWKHU VWRUDJH

$XWRPRWLYH LQGXVWULDO DQG FRQVXPHU

5HYHQXH IURP :3* +ROGLQJV RIPWRMWG®ADMHYHQXH LQ S5HYHQXH IURP .LQJ
&RPSDQ\ ,QF Z®WIVWRWDO UHYH@GCH IBFHYHQXH IURP +XDZHL THFKQRORJLHV &
RI WRWDO UHYHQXH IRU 2XU VDOHV WR :3* ZHUH LQFOXGHG LQ RXU 0%8

WR .LQJVWRQ ZHUH LQFOXGHG LQ RXU &1%8 0%8 DQG 6%8 VHIPHQWV DQG
0%8 &1%8 6%8 DQG (%8 VHIPHQWYV

‘H JHQHUDOO\ KDYH PXOWLSOH VWRXUFBWHULDXBSOQERBURGCIXFWLRQ HTXLSPH
OLPLWHG QXPEHU RI VXSSOLHUV DUH FDBWHOHDROVGBEQG YSUR.®X FRMHUIRDDH QXU B
VWDQGDUGY DQG LQ VRPH FDVHVY PDWHULDOV RU SURGXFWLRQ HTXLSPHQW

JLQDQFLDO LQVWUXPHQWY WKDW SRWHQWLDOO\ VXEMHFW XV WR FRQFHQWU
PDUNHW DFFRXQWYV FHUWLILFDWHV RI GHSRVLW IL[HG UDWH GHEW VHFXUL\
GHULYDWLYH FRQWUDFWYV :H LQYHVW WKURXJK KLJK FUHGLW TXDOLW\ ILQD!
FRQFHQWUDWLRQ RI FUHGLW H[SRVXUH E\ UHVWULFWLQJ LQYHVWPHQWYV ZLW
FRXQWHUSDUWLHY RQ DQ RQJRLQJ EDVLV $ FRQFHQWUDWLRQ RI FUHGLW UL
FXVWRPHUV :H SHUIRUP RQJRLQJ FUHGLW HYDOXDWLRQV RI FXVWRPHUV ZR
I[URP RXU FXVWRPHUV +LVWRULFDOO\ ZH KDYH QRW H[SHULHQFHG PDWHULLD
PD\ DOVR H[LVW ZLWK UHVSHFW WR RXU IRUHLJQ FXUUHQF\ KHGJHV DV WKH
DQG WKH QRWLRQDO DPRXQWY DUH UHODWLYHO\ ODUJH :H VHHN WR PLWLJC
ILQDQFLDO LQVWLWXWLRQV DQG WKURXJK HQWHULQJ LQWR PDVWHU QHWWL

*HRJUDSKLF ,QIRUPDWLRQ

SHYHQXH EDVHE RIQUWIXKLF ORFDWLRQ RI RXU EZOXWWRP HHRO/GRZNWDGTXDUWHUV
JRU WKH \HDU HQGHG

8QLWHG 6WDWHYV

7DLZDQ

ODLQODQG &KLQD H[FOXGLQJ +RQJ .RQJ
+RQJ .RQJ

-DSDQ

2WKHU $VLD 3DFLILF

2WKHU




/IRQJ OLYHG DVVHWYV E\ BRRVUDWKIGF RIUHDRSHUW\ SODQW DQG HTXLSPHQW O
DV IROORZV

$V RI

7DLZDQ
6LQJDSRUH
-DSDQ

8QLWHG 6WDWHYV
0DOD\VLD

&KLQD

2WKHU

,QFOGGHPLOODRR® RI LPSDLBPIS®WPBEMWRI SURSHUW\

SODQW DQG HTXLS
/JHKL IDFLOLW\ WKDW ZDV FODVVLILHG DV KHOG

IRU VDOH DQG SUHVHQWH (



5HSRUW RI ,QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ
7R WKH %RDUG Rl 'LUHFWRUV DQG 6KDUHKROGHUV RI OLFURQ 7THFKQRORJ\ ,(
2SLQLRQV RQ WKH )LQDQFLDO 6WDWHPHQWY DQG ,QWHUQDO &RQWURO RYHU

‘H KDYH DXGLWHG WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWV RI
WKH U&RPSD@HBWHPEHUDQGHSWHPEHU DQG WKH UHODW HGNBRQMVRIQLVED R H G
RSHUDWLRQV RI FRPSUHKHQVLYH LQFRPH RI FKDQJHV LQ HTXLW\ DQG RI FD
SHULRG BISWMIGPEHU LQFOXGLQJ WKH UHODWHG QRWHY DQG VFKHGXOH RI YI
HDFK RI WKH WKUHH \HDU V6HSQWWHKFE B H WDLSRSGH BIQIGHIGXQGHU ,WHP FROOHFWL
WKH UFRQVROLGDWHG ILGIDDGFYRKXDIWHD WKBHWWE WKH &RPSDQ\xV LQWHUQDO
UHSRUWLHSMMHREHU EDVHG RQ FULWHULOWHUMDED ERIQMGIRQ O ,QWHJIUDWH (
LVVXHG E\ WKH &RPPLWWHH Rl 6SRQVRULQJ 2UJDQL]DWLRQV RI WKH 7UHDGZ

,Q RXU RSLQLRQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY UHIHUUHG
ILQDQFLDO SRVLWLRQ R6HSKHHREPSD@EGESVWRHPEHU DQG WKH UHVXOWV RI LW\
DQG LWV FDVK IORZV IRU HDFK Rl WKH WKSWHREBU Y Q 6 RQKR UPH.W\RZL W R ODHG
SULQFLSOHV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHV RI $PHULFD $C
PDWHULDO UHVSHFWV HIIHFWLYH LQWHUQDMH SWEWEHRW RYMHA LRXD @ B L VG WIH
HVWDEOLQKHHLU QOO &RQWURO O ,QWHILVDWHG FUDKHZ R DOR

&KDQJHV LQ $FFRXQWLQJ 3ULQFLSOH

$V GLVFXVVHG LQ WKH 6LJQLILFDQW $FFRXQWLQJ 3ROLFLHV DQG ,QYHQWRUL
WKH &RPSDQ\ FKDQJHG WKH PDQQHU LQ ZKLFK LW DFFRXQWV IRU LQYHQWRU
DFFRXQWLQJ PHWKRG WR WKH ILUVW LQ ILUVW RXW LQYHQWRU\ DFFRXQWLC
SDUWV IRU HTXLSPHQW IURP UDZ PDWHULDOV LQYHQWRULHV WR RWKHU FXU
DFFRXQWYV IRU OHDVHV LQ

%DVLV IRU 2SLQLRQV

7KH &RPSDQ\xV PDQDJHPHQW LV UHVSRQVLEOH IRU WKHVH FRQVROLGDWHG |
LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DQG IRU LWV DVVHVVPH
UHSRUWLQJ LQFOXGHG LQ ODQDJHPHQWxV 5HSRUW RQ ,QWHUQDO &RQWURO
2XU UHVSRQVLELOLW\ LV WR H[SUHVV RSLQLRQV RQ WKH &RPSDQ\xV FRQVRO
LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ EDVHG RQ RXU DXGLWYV

3XEOLF &RPSDQ\ $FFRXQWLQJ 2YHUVLJKW %RDUG 8QLWHG 6WDWHV 3&$2%
UHVSHFW WR WKH &RPSDQ\ LQ DFFRUGDQFH ZLWK WKH 8 6 IHGHUDO VHFXUL
RI WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ DQG WKH 3&%$2%

‘H FRQGXFWHG RXU DXGLWYV LQ DFFRUGDQFH ZLWK WKH VWDQGDUGYVY RI WKH
DQG SHUIRUP WKH DXGLWYVY WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZK}
RI PDWHULDO PLVVWDWHPHQW ZKHWKHU GXH WR HUURU RU IUDXG DQG ZKH
UHSRUWLQJ ZzDV PDLQWDLQHG LQ DOO PDWHULDO UHVSHFWYV

2XU DXGLWV RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG Si
PLVWVWWDWHPHQW RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ZKHWKH
WKDW UHVSRQG WR WKRVH ULVNV B6XFK SURFHGXUHV LQFOXGHG H[DPLQLQJ
DQG GLVFORVXUHV LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYVY 2XU [
SULQFLSOHV XVHG DQG VLJQLILFDQW HVWLPDWHV PDGH E\ PDQDJHPHQW DV
WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY 2XU DXGLW RI LQWHUQDO FF
XQGHUVWDQGLQJ RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DVV
WHVWLQJ DQG HYDOXDWLQJ WKH GHVLJQ DQG RSHUDWLQJ HIIHFWLYHQHVV R
DXGLWY DOVR LQFOXGHG SHUIRUPLQJ VXFK RWKHU SURFHGXUHV DV ZH FRQV
EHOLHYH WKDW RXU DXGLWYV SURYLGH D UHDVRQDEOH EDVLV IRU RXU RSLQL



'HILQLWLRQ DQG /LPLWDWLRQV RI ,QWHUQDO &RQWURO RYHU )LQDQFLDO 5H¢

$ FRPSDQ\xV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV D SURFH
UHJDUGLQJ WKH UHOLDELOLW\ RI ILQDQFLDO UHSRUWLQJ DQG WKH SUHSDUD
DFFRUGDQFH ZLWK JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHV $ FRPS
LQFOXGHVY WKRVH SROLFLHY DQG SURFHGXUHV WKDW L SHUWDLQ WR WKH F
DFFXUDWHO\ DQG IDLUO\ UHIOHFW WKH WUDQVDFWLRQV DQG GLVSRVLWLRQV
DVVXUDQFH WKDW WUDQVDFWLRQV DUH UHFRUGHG DV QHFHVVDU\ WR SHUPL
ZLWK JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHV DQG WKDW UHFHLSW
RQO\ LQ DFFRUGDQFH ZLWK DXWKRUL]DWLRQV RI PDQDJHPHQW DQG GLUHFW
DVVXUDQFH UHJDUGLQJ SUHYHQWLRQ RU WLPHO\ GHWHFWLRQ RI XQDXWKRU!
DVVHWYV WKDW FRXOG KDYH D PDWHULDO HIIHFW RQ WKH ILQDQFLDO VWDWH

%HFDXVH RI LWV LOKHUHQW OLPLWDWLRQV LQWHUQDO FRQWURO RYHU ILQD
$OVR SURMHFWLRQV RI DQ\ HYDOXDWLRQ RI HITHFWLYHQHVV WR IXWXUH SHI
EHFRPH LQDGHTXDWH EHFDXVH RI FKDQJHV LQ FRQGLWLRQV RU WKDW WKH
SURFHGXUHYVY PD\ GHWHULRUDWH

&ULWLFDO $X\GLW ODWWHU

7KH FULWLFDO DXGLW PDWWHU FRPPXQLFDWHG EHORZ LV D PDWWHU DULVLQC
ILQDQFLDO VWDWHPHQWY WKDW ZDV FRPPXQLFDWHG RU UHTXLUHG WR EH FF
UHODWHV WR DFFRXQWV RU GLVFORVXUHV WKDW DUH PDWHULDO WR WKH FR
HVSHFLDOO\ FKDOOHQJLQJ VXEMHFWLYH RU FRPSOH[ MXGJPHQWYV 7KH FRP
LQ DQ\ ZD\ RXU RSLQLRQ RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
FRPPXQLFDWLQJ WKH FULWLFDO DXGLW PDWWHU EHORZ SURYLGLQJ D VHSD
DFFRXQWYV RU GLVFORVXUHV WR ZKLFK LW UHODWHYV

9DOXDWLRQ RI ,QYHQWRULHV )LQLVKHG JRRGV DQG :RUN LQ SURFHVYV

$V GHVFULEHG LQ WKH 6LJQLILFDQW $FFRXQWLQJ 3ROLFLHV DQG ,QYHQWRUL
DV BHSWHPEHU WKH &RPSDQ\ KDG D QHW LQYHQWRU\ EDODQFH IRU ILQLVKH
LQYHQWRU\ WRWDOLQJ DSSUR[LPDWHO\ ELOOLRQ $V GLVFORVHG E\ PDQD.
&RPSDQ\ V QHW LQYHQWRULHV LQYROYHV VLJQLILFDQW MXGJPHQWYVY LQFOXC
IXWXUH VDOHV YROXPHYV

7TKH SULQFLSDO FRQVLGHUDWLRQV IRU RXU GHWHUPLQDWLRQ WKDW SHUIRUI
JRRGV DQG ZRUN LQ SURFHVV LQYHQWRULHV LV D FULWLFDO DXGLW PDWWHI
GHWHUPLQLQJ WKH QHW UHDOL]DEOH YDOXH RI LOQOYHQWRULHV ZKLFK LQ WX
HITRUW LQ SHUIRUPLQJ SURFHGXUHY RYHU WKH UHDVRQDEOHQHVV RI WKH VI
VHOOLQJ SULFHV DQG IXWXUH VDOHV YROXPHV XVHG WR HVWLPDWH WKH QF
SURFHVV LOQYHQWRULHV

$GGUHVVLQJ WKH PDWWHU LQYROYHG SHUIRUPLQJ SURFHGXUHV DQG HYDOX|
RYHUDOO RSLQLRQ RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV 7KHV
FRQWUROV UHODWLQJ WR PDQDJHPHQWxV HVWLPDWH RI WKH QHW UHDOL]DE
LQYHQWRULHV VLJQLILFDQW DVVXPSWLRQV DQG GDWD XVHG WR YDOXH WK
DPRQJ RWKHUV WHVWLQJ PDQDJHPHQW V SURFHVV IRU GHYHORSLQJ WKH QF
ZRUN LQ SURFHVV LQYHQWRULHYV HYDOXDWLQJ WKH DSSURSULDWHQHVV RI |
PHWKRGRORJ\ WHVWLQJ WKH FRPSOHWHQHVV DFFXUDF\ DQG UHOHYDQFH F
UHDOL]DEOH YDOXH RI ILQLVKHG JRRGV DQG ZRUN LQ SURFHVV LQYHQWRULF
PDQDJHPHQW V DVVXPSWLRQV UHODWHG WR IXWXUH DYHUDJH VHOOLQJ SULTF
PDQDJHPHQW V DVVXPSWLRQV UHODWHG WR IXWXUH DYHUDJH VHOOLQJ SULTF
ZKHWKHU WKH DVVXPSWLRQV XVHG E\ PDQDJHPHQW ZHUH UHDVRQDEOH FRQ\
UHFHQW VDOHV LL WKH FRQVLVWHQF\ ZLWK H[WHUQDO PDUNHW LQGXVWU'
WKH SULRU \HDU HVWLPDWHY WR DFWXDO UHVXOWV LQ WKH FXUUHQW \HDU
ZLWK HYLGHQFH REWDLQHG LQ RWKHU DUHDV RI WKH DXGLW



V 3ULFHZDWHUKRXVH&RRSHUV //3

6DQ -RVH &DOLIRUQLD
2FWREHU

‘H KDYH VHUYHG DV WKH &RPSDQ\xV DXGLWRU VLQFH
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$Q HYDOXDWLRQ ZDV FDUULHG RXW XQGHU WKH VXSHUYLVLRQ DQG ZLWK WK
SULQFLSDO H[HFXWLYH RIILFHU DQG SULQFLSDO ILQDQFLDO RIILFHU RI WKH
GLVFORVXUH FRQWUROV DQG SURFHGXUHYV DV GHILQHG LQ 5XOHV D H D
$FW RI DV RI WKH HQG RI WKH SHULRG FRYHUHG E\ WKLV UHSRUW %DVH
RIILFHU DQG SULQFLSDO ILQDQFLDO RIILFHU FRQFOXGHG WKDW WKRVH GLVF
HQVXUH WKDW LQIRUPDWLRQ UHTXLUHG WR EH GLVFORVHG E\ XV LQ WKH UH
DUH UHFRUGHG SURFHVVHG VXPPDUL]J]HG DQG UHSRUWHG ZLWKLQ WKH WLP
IRUPV DQG WKDW VXFK LQIRUPDWLRQ LV DFFXPXODWHG DQG FRPPXQLFDWHG
HIHFXWLYH RIILFHU DQG SULQFLSDO ILQDQFLDO RIILFHU WR DOORZ WLPHO\

'XULQJ WKH IRXUWK T™WBRBHWHUZHUH QR FKDQJHV LQ RXU LQWHUQDO FRQWURO
PDWHULDOO\ DITHFWHG RU DUH UHDVRQDEO\ OLNHO\ WR PDWHULDOO\ DIIHF)

ODQDJHPHQWxV 5HSRUW RQ ,QWHUQDO &RQWURO 2YHU JLQDQFL

2XU PDQDJHPHQW LV UHVSRQVLEOH IRU HVWDEOLVKLQJ DQG PDLQWDLQLQJ L
,QWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV D SURFHVYV GHVLJQHG
UHOLDELOLW\ RI ILQDQFLDO UHSRUWLQJ DQG WKH SUHSDUDWLRQ RI ILQDQFL
DFFRXQWLQJ SULQFLSOHVY JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHYV F
UHSRUWLQJ LQFOXGHV WKRVH SROLFLHVY DQG SURFHGXUHV WKDW L SHUWD
GHWDLO DFFXUDWHO\ UHIOHFW WKH WUDQVDFWLRQV DQG GLVSRVLWLRQV RI
WUDQVDFWLRQV DUH UHFRUGHG DV QHFHVVDU\ WR SHUPLW SUHSDUDWLRQ R
DFFHSWHG DFFRXQWLQJ SULQFLSOHY DQG WKDW RXU UHFHLSWY DQG H[SHQ
DXWKRUL]DWLRQV RI RXU PDQDJHPHQW DQG GLUHFWRUV DQG LLL SURYLGF
WLPHO\ GHWHFWLRQ RI XQDXWKRUL]JHG DFTXLVLWLRQ XVH RU GLVSRVLWLR
ILQDQFLDO VWDWHPHQWYV

%YHFDXVH RI LWV LQKHUHQW OLPLWDWLRQV LQWHUQDO FRQWURO RYHU ILQD
$OVR SURMHFWLRQV RI DQ\ HYDOXDWLRQ RI HITHFWLYHQHVV WR IXWXUH SHI
EHFRPH LODGHTXDWH EHFDXVH RI FKDQJHV LQ FRQGLWLRQV RU WKDW WKH C
SURFHGXUHYVY PD\ GHWHULRUDWH

ODQDIJHPHQW FRQGXFWHG DQ HYDOXDWLRQ RI WKH HITHFWLYHQHVYV RI RXU L
WKH IUDPHZRUN LQ ,QWHUQDO &RQWURO O ,QWHJUDWHG )UDPHZRUN LV
2UJDQL]DWLRQV RI WKH 7UHDGZD\ &RPPLVVLRQ %DVHG RQ WKLV HYDOXDWLT
FROWURO RYHU ILQDQFLDO UHGHRIWH RBEBHAD V¥ KiHI HFI\W EWH. DH/ORIIVY RI1 RXU LQWH
ILQDQFLDO UHSRBWHREHWY KOV EHHQ DXGLWHG E\ B3ULFHZDWHUKRXVH&RRSHL
UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP DV VWDWHG LQ WKHLU UHSRUW ZKlI
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1RQH

,7(0 & ',6&/2685( 5(*$5',1* )25(,*1 -85,6',&7,216 7+$7 35
,163(&7,216

1RW DSSOLFDEOH



3$57 1 1
,7(0 ' 5(&7256 (:(&87,9( 2)),&(56 $1' &25325$7( *29(5.
,7(0 (:(&87,9( &203(16%$7,21

,7(0 6(&85,7< 2:1(56+,3 2) &(57%$,1 % (1(),&,$/ 2:1(56 $1
$1' 5(/$7( 672&.+2/'(5 0$77(56

,7(0 &(57%,1 5(/$7,216+,36 $1' 5(/$7(' 75$16%$&7,216 $
17 (3 (17 (1&(

,7(0 35,1&,3%/ $&&2817$17 )((6 $1' 6(59,&(6

&HUWDLQ LQIRUPDWLRQ FRQFHUQLQJ RXU H[HFXWLYH RIILFHUV LV LQFOXGH(
([HFXWLYH 21ILFHUVU LQ 3DUW , ,WHP RI WKLV UHSRUW 2WKHU LQIRUPDWL
FRQWDLQHG LRURXW6WDWHPHQW ZKLFK ZLOO EH ILOHG ZAWMSWWRHBHAU& ZLWKL(
DQG LV LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH
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D

7KH IROORZLQJ GRFXPHQWY DUH ILOHG DV SDUW RI WKLV UHSRUW
JLQDQFLDO 6WDWHPHQWYV HH RXU FRQVROLGDWHG ILQDQFLDO VWDWHI

6
JLOQDQFLDO 6WDWHPHQW 6FKHGXOH R
6HH UGFKHGXOH ,, O 9DOXDW DQG 4XDOLI\LQJ $FFRXQWVU ZLWKLQ ,W
DWH
W

H
LRQ
&HUWDLQ )LQDQFLDO 6W PHQW 6FKHGXOHV KDYH EHHQ RPLWWHG VLG
RU WKH LQIRUPDWLRQ LV RWKHUZLVH LQFOXGHG

E

([KLELWV 6HH U,QGH[ WR ([KLELWVUO ZLWKLQ ,WHP EHORZ
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'"HIHUUHG 7D[ $VVHW 9DOXDWLRQ
<HDU HQGHG 6HSWHPEHU

<HDU HQGHG 6HSWHPEHU

<HDU HQGHG $XJXVW

$OORZDQFH



,QGH[ WR ([KLELWYV

(IKLELW JLOHG 3HULR@GKLELWLOLQJ
1XPEHU '"HVFULSWLRQ RI ([KLELWHUHZD)RWKP (QGLQISSHQG'IDWH

BHVWDWHG &HUWI Il EDWHIRI ,QFRUSRUDWLRQ Rl WKH 5HJLVWUDQW
e\ODZV R1 WKH 5HIJIVWUDQW $PHQGHG DQG 5HVWDWHG

DU\ .E\ DQG EHWZHHQ OLFURQ
JHEKQRORJIV QF DOQG 8 6 %DQN IDWLRQDO $VVRFLDWLRQ DV 7UXVW!

H GDWHG DV RI )HEUXDU\ E\ D
J\ ,QF DQG 8 6 %DQN 1DWLRQDO
RQ DV 7UXVWHH

M_LR‘%MRORJ\ ,QF TV 6HQLRU 1RWHYV
G XH | QEOXAEHG LQ ([KLELW

RORJ\ ,QF TV 6HQLRU 1RWHYV
G XH | QFOXAHG LQ ([KLELW
MWRORJ\ ,QF TV 6HQLRU 1RWHV
GXH l QEOXAFHG LQ ([KLELW

NXUH GDWHG DV RI -XO\ E\ DQG

\ ,QF DQG 86 %DQN 1DWLRQDO

RORJ\ ,QF TV 6HQLRU 1RWHV
G X H l QEOXAFHG LQ ([KLELW

RORJ\ ,QF TV 6HQLRU 1RWHYV
G XH |l QFOXGHG LQ ([KLELW

UH GDWHG DV RI $SULO E\ DQC
J\' ,QF DQG 8 6 %DQN 1DWLRQDO
RQ DV 7UXVWHH

W_LRMMRORJ\ ,QFE VvV 6HQLRU 1RWHYV
G XH |l QFOXGHG LQ ([KLELW

LHVEUL SWIRQ RI S5HILVWUDQWYTV 6HFXULWLHYV

%%L@MLYH 2||LF(EU SHUIRBPDQFH ,QFHQWLY
30D Q

[SPHOGHG DOG SHVWDWHG (TXLW\ ,QFHQWLYH 30DQ
W@PV RI $JUHHPHQW DQG 7HUPV DQG
LWLRQV
$PHOGHG DOG SHVWDWHG (TXLW\ ,QFHQWLYH 30HQ
$

PV Rl $JUHHPHQW DQG 7HUPV DQG
LWLRQV

LRQVWDWXWRU\ BWREN 2SWLRQ 30DQ DV $PHQGHG

WODQ JRUP.RI $JUHHPHQW DQG 7HUPYV
LWLRQV

WPHQW EHWAZHHQ WKH S5HIJLVWUDQW D¢
RIILEHUV DQG GLUHFWRUV

DRUP RI 6HYHUDQFH $JUHHPHQW :

HQVH 2SWLRYHSIUHHPHQW IRU 10
-DQXDU\ E\ DQG EHWZHHQ
0l FURQ ZHEKQRORJI\ QF DQ 1DQ\D 7THFKQRORJ\ &RUSRUDWLRQ
[HIHUUHG &QRPSHQVDWLRQ 30DQ DV DPHQGHG

W&%%ULO 4 E\DQG EHWZHHQ OLFURC
JHEKQRORI\ __QF DPQG 6DQMD\ OHKURWUD

[EHYHUDQFH %HQHILWV IRU 6XPLW 6DGDQD 4
DRUP Rl $PHQGPHQW WR ([HFXWLYH 6HYHUDQFH $JUHHPHQW




([KLELW JLOHG 3HUL L
1XPEHU '"HVFULSWLRQ RI ([KLELWHUHZ)RWKP (QGLQISSHQG'IDWH

[BHYHUDQEH %HQHIILWV IRU ODQLVK %KDWLD4
DI FURQ ZHFKQRORJI\ QF (PSOR\HH 6WRFN 3XUFKDVH 30DQ
[BHYHUDQEH %HQHIIIWYV IRU 'DYLG $ =LQVQHU

[6XEVIGILDUI H\l RI WKH 5HJLVWUDQW

[RRQVHQW Rl1 QGHSHQGHQW SHJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP
[EX0oH D D &HUWIIIEDWILRQ RI &KLHI ([HFEXWLYH 21ILFHU

GxoH D D &HUWIIILEDWILRQ RI &KLHI )LQDQFLDO 2I1ILFHU

[RHUWI II FDWIRQ RI &KIHI ([HEXWLYH 2IILFHU 3XUVXDQW WR 8 6 &
[RHUWIIIEDWIRQ RI &KIHI)IQDQIFLDO 2IILFHU 3XUVXDQW WR 8 &

6
,16 ,QOLQH ;%5/ ,QVWDQFH RFXPHQW i WKH LQVWDQFH GRFXPHQW GRHV C
DSSHDU LQ WK H , QWHUDFWLYH 'DWD J)LOH EHFDXVH LWV ;%5/ WDJV DU
HPEHGGHG ZLWKLQ WKH ,QOLQH ;%5/ GRFXPHQW

6&+ QOLQH ;%5/ 7TD[RQRP\ ((WHQVLRQ 6FKHPD 'RFXPHQW
&$/,Q0LQH ;%5/ 7TD[RQRP\ ((WHQVLRQ &DOFXODWLRQ /LQNEDVH 'RFXPHQW
'() ,QOLQH %5/ 7D[RQRP\ ([WHQVLRQ 'HILQLWLRQ /LQNEDVH 'RFXPHQW
/$%,Q0LQH ;%5/ 7D[RQRP\ ([WHQVLRQ /DEHO /LQNEDVH 'RFXPHQW
35(,Q0LQH ;%5/ 7D[RQRP\ ((WHQVLRQ 3UHVHQWDWLRQ /LQNEDVH 'RFXPHQ

&RYHU 3DJH ,QWHUDFWLYH 'DWD )LOH IRUPDWWHG DV ,QOLQH ;%5/ DQ
FRQWDLQHG LQ ([KLELW

SRUWLRQV RI WKLV H[KLELW KDYH EHHQ RPLWWHG SXUVXDQW WR D UHTXH\
&RPPLVVLRQ

,QGLFDWHY PDQDJHPHQW FRQWUDFW RU FRPSHQVDWRU\ SODQ RU DUUDQJI

, 7 (0 )250 . 6800%5¢<

1RQH
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3IXUVXDQW WR WKH UHTXLUHPHQWY RI 6HFWLRQ RU G RI WKH 6HFXULWL
FDXVHG WKLY UHSRUW WR EH VLIJIQHG RQ LWV EHKDOI E\ WKH XQGHUVLJQHG

OLFURQ 7HFKQRORJ\ ,QF

'DWMFWREHU %\ V 'DYLG $ =LQVQHU
'DYLG $ =LQVQHU
BHQLRU 9LFH 3UHVLGHQW DQG &KL
3ULQFLSDO )LQDQFLDO 2IILF|

3IXUVXDQW WR WKH UHTXLUHPHQWY RI WKH 6HFXULWLHV ([FKDQJH $FW RI
IROORZLQJ SHUVRQV RQ EHKDOI RI WKH 5HIJLVWUDQW DQG LQ WKH FDSDFLWI

6LIQDWXUH ZLWOH 'DWH
V 6DQMD\ OHKURWUD SUHVLGHQW DQG 2FWREHU
6DQMD\ OHKURWUD &KLHI ([HFXWLYH 2IILFHU DQG
'LUHFWRU

BULQFLSDO ([HFEXWLYH 2IILFHU

V 'DYLG $ =LQVQHU 6HQLRU 9LFH 3UHVLGRGW RE}HW

'DYLG $ =LQVQHU &KLHI )LQDQFLDO 2IILFHU
3ULQFLSDO )LQDQFLDO 2IILFHU

V 6FRWW $00HQ &RUSRUDWH 9LFH 3UH¥RAWRBMUDQG

6FRWW $0O0HQ &KLHI $FFRXQWLQJ 2IILFHU
BULQFLSDO $FFRXQWLQJ 2IILFHU

V S5LFKDUG 0 %H\HU 'LUHFWRU 2FWREHU

5LFKDUG 0 %H\HU

V /\QQ 'XJOH 'LUHFWRU 2FWREHU
/A\QQ 'XJOH
V 6WHYH *RPR 'LUHFWRU 2FWREHU

6WHYH *RPR

V /LQQLH +D\QHVZRUWK 'LUHFWRU 2FWREHU

/JLQQLH +D\QHVZRUWK

V 0DU\ 3DW OF&DUWK\ 'LUHFWRU 2FWREHU

ODU\ 3DW OF&DUWK\

V S5REHUW ( 6ZLW] &KDLU RI WKH %YRDUG2FWREHU
5REHUW ( 6ZLW] 'LUHFWRU
V 0DU\$QQ :ULJKW 'LUHFWRU 2FWREHU

O0DU\$QQ :ULJKW



([KLELW
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5(*,67(5(' 38568%$17 72 6(&7,21 2) 7+( 6(&85,7,(6
(;&+$1*( $&7 2)

OLFURQ 7THFKQRORJ\ ,QF WKH U&RPSDQ\ U UzZH U URXU U RU UXVU
UHJLVWHUHG XQGHU 6HFWLRQ RI WKH 6HFXULWLHV ([FKDQJH $FW
VWRFN

'"HVFULSWLRQ RI &RPPRQ 6WRFN

7KH IROORZLQJ VXPPDU\ GHVFULEHV RXU FRPPRQ VWRFN DQG FHU\
UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ DQG RXU E\ /DZV D\
/IDZ Rl WKH 6WDWH RI '"HODZDUH WKH '*&/ %HFDXVH WKH IROORZ
QRW FRQWDLQ DOO RI WKH LQIRUPDWLRQ WKDW PD\ EH LPSRUWDQ
VKRXOG UHIHU WR RXU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI
FRSLHV Rl ZKLFK DUH H[KLELWV WR WKH $QQXDO 5HSRUW RQ )RUP
H[KLELW

2XU DXWKRUL]JHG FRPPRQ VWRFN FRQVLVWYV RI VKDUHYV
&RPPRQ VWRFN

7KH KROGHUV RI FRPPRQ VWRFN DUH HQWLWOHG WR RQH YRWH SH
VWRFNKROGHUV LQFOXGLQJ WKH HOHFWLRQ RI GLUHFWRUV 6WRF
YRWLQJ ULJKWV DQG DFFRUGLQJO\ WKH KROGHUV RI D PDMRULW!
GLUHFWRUV FDQ HOHFW WKH HQWLUH ERDUG LI WKH\ FKRRVH WR G
UHPDLQLQJ VKDUHV ZLOO QRW EH DEOH WR HOHFW DQ\ SHUVRQ WHF

7KH KROGHUV RI FRPPRQ VWRFN DUH HQWLWOHG WR UHFHLYH UDW
GHFODUHG IURP WLPH WR WLPH E\ WKH ERDUG RI GLUHFWRUV LQ |
WKHUHIRU DQG VXEMHFW WR SULRU GLYLGHQG ULJKWYV RI KROGHU
VHQLRU HTXLW\ LI DQ\ ZKLFK PD\ EH RXWVWDQGLQJ 8SRQ OLTXLC
VXEMHFW WR SULRU OLTXLGDWLRQ ULJKWV RI WKH KROGHUV RI VK
FRPPRQ VWRFN DUH HQWLWOHG WR UHFHLYH RQ D SUR UDWD EDVL
DYDLODEOH IRU GLVWULEXWLRQ +ROGHUV RI FRPPRQ VWRFN KDYH
ULJKWYV DQG WKHUH DUH QR FRQYHUVLRQ ULJKWV RU UHGHPSWLR
WR VXFK VKDUHV $00 RXWVWDQGLQJ VKDUHV RI FRPPRQ VWRFN D

$QWL WDNHRYHU HIIHFWV Rl '"HODZDUH ODZ

‘H DUH VXEMHFW WR WKH SURYLVLRQV RI 6HFWLRQ RI WKH "*&/
JHQHUDOO\ EH SURKLELWHG IURP HQJDJLQJ LQ DQ\ EXVLQHVV FRPI
ZLWK DQ\ LQWHUHVWHG VWRFNKROGHU IRU D SHULRG RI WKUHH \H
VWRFNKROGHU EHFDPH DQ LQWHUHVWHG VWRFNKROGHU XQOHVYV



a

SULRU WR WKLY WLPH RXU ERDUG RI GLUHFWRUYV DSSURYHG F
WUDQVDFWLRQ WKDW UHVXOWHG LQ WKH VWRFNKROGHU EHFR

XSRQ FRQVXPPDWLRQ RI WKH WUDQVDFWLRQ WKDW UHVXOWHDC
LQWHUHVWHG VWRFNKROGHU WKH LOQWHUHVWHG VWRFNKROGH
OHDVW RI RXU YRWLQJ VWRFN DV GHILQHG LQ 6HFWLRQ
WUDQVDFWLRQ FRPPHQFHG H[FOXGLQJ VKDUHV RZQHG E\ SHU
RIILFHUV DQG E\ HPSOR\HH VWRFN SODQV LQ ZKLFK HPSOR\HF
ULJKW WR GHWHUPLQH FRQILGHQWLDOO\ ZKHWKHU VKDUHV KH
LQ D WHQGHU RU H[FKDQJH RIIHU RU

DW RU VXEVHTXHQW WR VXFK WLPH WKH EXVLQHVV FRPELQDW
GLUHFWRUV DQG DXWKRUL]JHG DW DQ DQQXDO RU VSHFLDO PHI
ZULWWHQ FRQVHQW E\ WKH DIILUPDWLYH YRWH RI DW OHDVW
VWRFN WKDW LV QRW RZQHG E\ WKH LQWHUHVWHG VWRFNKRO

8QGHU BHFWLRQ D EXVLQHVV FRPELQDWLRQ JHQHUDOO\ LQFO

a

a

DQ\ PHUJHU RU FRQVROLGDWLRQ LQYROYLQJ XV DQG WKH LQW

DQ\ VDOH WUDQVIHU SOHGJH RU RWKHU GLVSRVLWLRQ RI |
LOQWHUHVWHG VWRFNKROGHU

DQ\ WUDQVDFWLRQ WKDW UHVXOWY LQ WKH LVVXDQFH RU WUL
VWRFN WR WKH LQWHUHVWHG VWRFNKROGHU VXEMHFW WR OL

DQ\ WUDQVDFWLRQ LQYROYLQJ XV WKDW KDV WKH HIIHFW RI L
WKH VWRFN RI DQ\ FODVV RU VHULHV RI WKH &RPSDQ\ EHQHILT
VWRFNKROGHU RU

WKH UHFHLSW E\ WKH LQWHUHVWHG VWRFNKROGHU RI WKH EH
JXDUDQWHHY SOHGJHV RU RWKHU ILQDQFLDO EHQHILWYV SURY

,Q JHQHUDO 6HFWLRQ GHILQHVY DQ LOQWHUHVWHG VWRFNKROGH L
RZQLQJ RU PRUH Rl RXU RXWVWDQGLQJ YRWLQJ VWRFN DQG DQ\
FRQWUROOLQJ RU FRQWUROOHG E\ VXFK HQWLW\ RU SHUVRQ

7UDQVIHU DJHQW

7KH WUDQVIHU DJHQW DQG UHJLVWUDU IRU RXU FRPPRQ VWRFN LV
$VVRFLDWLRQ

ILVWLQJ

2XU FRPPRQ VWRFN LV OLVWHG RQ 7KH 1DVGDT *OREDO 6HOHFW OL



([KLELW
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L QWURGXFWLRQ2@XX®RVH WKH %RDUG DGRSWHG WKL
UHVWDWHG 30DQ ZKLFK VKDOO JRYHUQ DOO JUDQWYV RI SXUFKDV
WKH WHUPY DQG FRQGLWLRQV RI WKH 30DQ DSSOLFDEOH WR SXL

UHIHU WR WKH YHUVLRQ RI WKH 30DQ LQ HIIHFW DV RI WKH GC
7TKH SXUSRVH RI WKH 30DQ LV WR SURYLGH HPSOR\HHV RI WK|
6 XEVLGLDULHY DQG 'HVLIJQDWHG $IILOLDWHV ZLWK DQ RSSRUWXQL
WKURXJK DFFXPXODWHG &RQWULEXWLRQV 7KLV 30DQ LQFOXGHYV

&RPSRQHQW WKH &RPSRQHQW DQG D QRQ &RGH 6HFWLRQ
&RPSRQHQW W LV WKH LQWHQWLRQ RI WKH &RPSDQ\ WR KDYH
HPSOR\HH VWRFN SXUFKDVH SODQ XQGHU B6HFWLRQ RI WKH ¢

&RPSRQHQW DFFRUGLQJO\ VKDOO EH FRQVWUXHG VR DV WR H[WF
DQG QRQGLVFULPLQDWRU\ EDVLV FRQVLVWHQW ZLWK WKH UHTXL!
DGGLWLRQ WKLV 30DQ DXWKRULJHV WKH JUDQW RI RSWLRQV XQG
TXDOLI\ DV DQ HPSOR\HH VWRFN SXUFKDVH SODQ XQGHU 6HFWLR
EH JUDQWHG SXUVXDQW WR UXOHV SURFHGXUHV RU VXESODQV D
DFKLHYH WD[ VHFXULWLHV ODZV RU RWKHU REMHFWLYHV IRU (OLJ
DV RWKHUZLVH SURYLGHG KHUHLQ WKH 1RQ &RPSRQHQW ZLOO
VDPH PDQQHU DV WKH &RPSRQHQW

'HILQLWLRQYV

D $GPLQLVWRHDDNRU WKH &RPPLWWHH RU VXEMHF)
/IDZzV RQH RU PRUH RI WKH &RPSDQ\xV RIILFHUV RU PDQDJHF
%RDUG RU &RPPLWWHH WR DGPLQLVWHU WKH GD\ WR GD\ RSHI

E $IILOLPWBQVY D DQ\ HQWLW\ WKDW GLUHFWC
FRQWUROOHG E\ FRQWUROV RU LV XQGHU FRPPRQ FRQWURO
LQ ZKLFK WKH &RPSDQ\ KDV D VLJQLILFDQW HTXLW\ LQWHUHYV
WKH &RPPLWWHH ZKHWKHU QRZ RU KHUHDIWHU H[LVWLQJ

F $SSOLFDEOHPHDQYN WKH UHTXLUHPHQWYV UHOL
DGPLQLVWUDWLRQ RI HTXLW\ EDVHG DZDUGYVY DQG WKH UHOD\
6WRFN XQGHU 8 6 VWDWH FRUSRUDWH ODZV 8 6 IHGHUDO DC
WKH UXOHV RI DQ\ ([FKDQJH RU TXRWDWLRQ V\VWHP RQ ZKLFI
TXRWHG DQG WKH DSSOLFDEOH ODZV RI DQ\ QRQ 8 6 MXULVC
VKDUHV RI &4RPPRQ 6WRFN DUH RU ZLOO EH JUDQWHG XQGHU

G % RDUEHDQV WKH %YRDUG RI 'LUHFWRUV RI WKH &l

H &RGHPHDQV WKH 8 6 ,QWHUQDO 5HYHQXH &RC
DPHQGHG O5HIHUHQFH WR D VSHFLILF VHFWLRQ RI WKH &RG
WKHUHXQGHU ZLOO LQFOXGH VXFK VHFWLRQ RU UHJXODWLRC



DSSOLFDEOH JXLGDQFH SURPXOJDWHG XQGHU VXFK VHFWLRQ
DQ\ IXWXUH OHJLVODWLRQ RU UHJXODWLRQ DPHQGLQJ VXS
VHFWLRQ RU UHJXODWLRQ

I &RPPLWWHBQV WKH &RPSHQVDWLRQ &RPPLWWH
RU DQ\ VXEFRPPLWWHH UHIHUUHG WR LQ 6HFWLRQ G

J &RPPRQ 6WHRFMNQV WKH FRPPRQ VWRFN RI WKH &R

K &RPSDQ\PHDQV OLFURQ 7HFKQRORJ\ ,QF D
FRUSRUDWLRQ RU DQ\ VXFFHVVRU WKHUHWR

L &RPSHQVDWKRQO EH GHILQHG IURP WLPH WR
&RPPLWWHH LQ LWV VROH GLVFUHWLRQ ZLWK UHVSHFW WR DC
GHILQHG E\ WKH &RPPLWWHH IURP WLPH WR WLPH LQ LWV VRO
ZDJHV DQG VDODU\ ([FHSW DV RWKHUZLVH GHWHUPLQHG E\ W
GRHV QRW LQFOXGH DQ\ ERQXVHV RU FRPPLVVLRQV RY
ZDJH SUHPLXPV VXFK DV HYHQLQJ RU VKLIW SUHPLXPV DC
&RPSDQ\ RU D '"HVLJQDWHG 6XEVLGLDU\ RU 'HVLJQDWHG $I1ILOL
DXWRPRELOH RU UHORFDWLRQ DOORZDQFHV RU UHLPEXUVHP
DPRXQWY UHDOL]JHG IURP WKH H[HUFLVH RI DQ\ VWRFN RSV
DZDUGYV DQ\ DPRXQWV SDLG E\ WKH &RPSDQ\ RU D 'H\
'HVLJQDWHG $IILOLDWH IRU RWKHU IULQJH EHQHILWV VXFK D
DQG JURXS OLIH LQVXUDQFH EHQHILWY RU SHUTXLVLWHV RL
RWKHU VLPLODU IRUPV RI H[WUDRUGLQDU\ FRPSHQVDWLRQ
GLVFUHWLRQ WR GHWHUPLQH WKH DSSOLFDWLRQ RI WKLV GHI
6WDWHV

M &RQWULEXPWMDRY¥VWKH SD\UROO GHGXFWLRQV RL
WKH $GPLQLVWUDWRU WR FRPSO\ ZLWK QRQ 8 6 UHTXLUHPHQ!
YLD FDVK FKHFN RU RWKHU PHDQV XVHG WR IXQG WKH H[HUF
WKH 30DQ

N 'HVLIJQDWHG $HDQMDOVG\ $I1ILOLDWH WKDW KDV Et
E\ WKH $GPLQLVWUDWRU IURP WLPH WR WLPH LQ LWV VROH Gl
1RQ &RPSRQHQW

O 'HVLIQDWHG 6XEBEWMD®WMDD\Q\ 6XEVLGLDU\ WKDW |
GHVLIJQDWHG E\ WKH $GPLQLVWUDWRU IURP WLPH WR WLPH
SDUWLFLSDWH LQ WKH &RPSRQHQW

P 'HVLIQDWHG PHDFRHWQWKH SHUFHQWDJH RI1 )DLU (
GHWHUPLQHG E\ WKH $GPLQLVWUDWRU IRU SXUSRVHV RI GHWF

Q (JIHEWLYHPBW®MV WKH GDWH WKDW WKH &RPSDQ
DSSURYHG WKH 30DQ -DQXDU\

R (OLJLEOH (PPERHWH L DQ\ LQGLYLGXDO ZKR LV
SURYLGLQJ VHUYLFHV WR WKH &RPSDQ\ RU D '"HVLJQDWHG 6XE




LV DQ HPSOR\HH SURYLGLQJ VHUYLFHV WR WKH &RPSDQ\ RU
DQ\ VXFK HPSOR\HH LV VSHFLILFDOO\ H[FOXGHG E\ WKH $GPL
$GPLQLVWUDWRU LQ LWV GLVFUHWLRQ IURP WLPH WR WLPH
RSWLRQV WR EH JUDQWHG RQ VXFK 2IIHULQJ 'DWH LQ DQ 2IIH
Rl (OLJLEOH (PSOR\HH ZLOO RU ZLOO QRW LQFOXGH DQ LQ

FRPSOHWHG DW OHDVW WZR \HDUV RI VHUYLFH VLQFH KLV
SHULRG RI WLPH DV PD\ EH GHWHUPLQHG E\ WKH $GPLQLYV
FXVWRPDULO\ ZRUNV QRW PRUH WKDQ WZHQW\ KRXUV SHL
WLPH DV PD\ EH GHWHUPLQHG E\ WKH $GPLQLVWUDWRU LQ LW
QRW PRUH WKDQ ILYH PRQWKYV SHU FDOHQGDU \HDU RU VXI
GHWHUPLQHG E\ WKH $GPLQLVWUDWRU LQ LWV GLVFUHWLRC
HPSOR\HH ZLWKLQ WKH PHDQLQJ RI 6HFWLRQ T RI WKH &

H[FOXVLRQ LV DSSOLHG ZLWK UHVSHFW WR HDFK 2IIHULQJ LC
VLWXDWHG HPSOR\HHV ZKR RWKHUZLVH ZRXOG EH (OLJLEOH

SXUSRVHV RI WKH &RPSRQHQW WKH HPSOR\PHQW UHOD\
FROWLQXLQJ LQWDFW ZKLOH WKH LQGLYLGXDO LV RQ PLOLWD
RI DEVHQFH DSSURYHG E\ WKH &RPSDQ\ RU WKH 'HVLJQDWHG ¢
GRHVY QRW H[FHHG WKUHH PRQWKV RU LI ORQJHU WKDQ WK
WR UHHPSOR\PHQW LV SURYLGHG E\ VWDWXWH RU KDV EHHQ [
SROLF\ RI WKH &RPSDQ\ ZKLFK SURYLGHV IRU D ULJKW RI UHH
DEVHQFH 7KH HPSOR\PHQW UHODWLRQVKLS VKDOO EH WUHD
(OLJLEOH (PSOR\HH WUDQVIHUV HPSOR\PHQW EHWZHHQ V
6XEVLGLDULHVY DQG RU 'HVLJQDWHG $IILOLDWHV SURYLGHG

QRW HPSOR\HG E\ WKH &RPSDQ\ RU D 'HVLJQDWHG 6XEVLGLD
WKURXJK D GDWH WKDW LV QR PRUH WKDQ WKUHH PRQWk
SDUWLFLSDWH RQO\ LQ WKH 1RQ &RPSRQHQW XQOHVV WKI
ULJKW WR UHHPSOR\PHQW ZLWK WKH &RPSDQ\ RU D 'HVLJQDW
RU FRQWUDFW RU LQ D ZULWWHQ SROLF\ Rl WKH &RPSDQ\
UHHPSOR\PHQW IROORZLQJ WKH OHDYH Rl DEVHQFH 7KH $GPI
JRYHUQ RWKHU WUDQVIHUV LQWR WKH &RPSRQHQW DQG

HVWDEOLVKHG WKHUHXQGHU FRQVLVWHQW ZLWK WKH DSSOLF
&RGH

S ([FKDQJAHDQV DQ\ QDWLRQDO VHFXULWLHV HI[F
PDUNHW V\VWHP RQ ZKLFK WKH 6WRFN PD\ IURP WLPH WR WLP

T ([FKDQJH PFWQV WKH 8 6 6HFXULWLHV ([FKDQJF
DV DPHQGHG LQFOXGLQJ WKH UXOHV DQG UHJXODWLRQV SURI

U ([HUFLVH MHDHQVY WKH ODVW 7UDGLQJ 'D\ RI WKH

Vv )DLU ODUNHWPHDQXH DV Rl DQ\ GDWH DQG XQ
$GPLQLVWUDWRU GHWHUPLQHYV RWKHUZLVH L LI WKH &RPPF
([FKDQJH WKH FORVLQJ SULFH IRU VXFK &RPPRQ 6WRFN RU W
UHSRUWHG DV TXRWHG RQ VXFK ([FKDQJH RU WKH ([FKDQJH
WUDGLQJ LQ WKH &RPPRQ 6WRFN IRU WKH ODVW PDUNHW
GHWHUPLQDWLRQ DV UHSRUWHG E\ %ORRPEHUJ / 3 RU VXFK
GHHPV UHOLDEOH LL LI WKH &RPPRQ 6WRFN LV TXRWHG RQ
UHJXODUO\ TXRWHG E\ D UHFRJQL]JHG VHFXULWLHV GHDOHU




WKH )DLU ODUNHW 9DOXH RI WKH &RPPRQ 6WRFN VKDOO EH Wtk
ORZ DVNHG SULFHV IRU WKH &RPPRQ 6WRFN RQ WKH ODVW PD!
GHWHUPLQDWLRQ DV UHSRUWHG E\ %ORRPEHUJ / 3 RU VXFK
GHHPV UHOLDEOH RU LLL LQ WKH DEVHQFH RI DQ HVWDEOL
WKH )DLU ODUNHW 9DOXH VKDOO EH GHWHUPLQHG E\ VXFK R\
GHWHUPLQHY LQ JRRG IDLWK WR EH UHDVRQDEOH

W OD[LPXP 6KDUH $PHRXQWWKH PD[LPXP QXPEHU RI
Rl &RPPRQ 6WRFN WKDW D 3DUWLFLSDQW PD\ SXUFKDVH RQ
GHWHUPLQHG E\ WKH &RPPLWWHH LQ LWV VROH GLVFUHWLRC
2I1ITHULQJ 3HULRG

X 1HZ ([HUFLVH PB\WRY D QHZ ([HUFLVH 'DWH
$GPLQLVWUDWRU VKRUWHQV DQ\ 2IIHULQJ 3HULRG WKHQ LQ Sl

Y 2[IHULPHDQV DQ RIIHU XQGHU WKH 30DQ RI DQ F
H[HUFLVHG GXULQJ DQ 2IIHULQJ 3HULRG )RU SXUSRVHV RI \
GHVLJQDWH VHSDUDWH 2IIHULQJV XQGHU WKH 30DQ WKH WHU
ZKLFK (OLJLEOH (PSOR\HHV Rl RQH RU PRUH 'HVLJQDWHG ¢
$IILOLDWHV ZLOO SDUWLFLSDWH HYHQ LI WKH GDWHV RI WKH
2IIHULQJ DUH LGHQWLEFDO

4 2I1I1HULQJ 'PWHQV WKH ILUVW 7UDGLQJ 'D\ RI H
3HULRG

[ 21I1HULQJ 3HRHMR@GW WKH SHULRG RI WLPH GXULQJ
SXUFKDVH VKDUHV RI &RPPRQ 6WRFN DUH RXWVWDQGLQJ XQGH
GHWHUPLQH WKH OHQJWK RI HDFK 2I1IHULQJ 3HULRG ZKLFK Q
QR 2I1IHULQJ 3HULRG VKDOO H[FHHG WZHQW\ VHYHQ PRQWK
GHGXFWLRQV VKDOO EH VROLFLWHG XQWLO DIWHU WKH HIIHF
YRUP 6 ILOHG XQGHU WKH 6HFXULWLHV $FW RI DV DPHQG
LVVXHG XQGHU WKH 30DQ

\ SDUH®WDQV D SDUHQW FRUSRUDWLRQ ZKHWK
HILVWLQJ DV GHILQHG LQ 6HFWLRQ H RI WKH &RGH

] 3DUWLFIPHDIW DQ (OLJLEOH (PSOR\HH WKDW SC
30DQ

DD 30DQPHDQV WKLV OLFURQ 7HFKQRORJ\ ,QF (I
3XUFKDVH 30DQ LQFOXGLQJ ERWK WKH &RPSRQHQW DQG W

EE 3XUFKDVH FUHDIFGYV WKH 'HVLIQDWHG 3HUFHQW
ODUNHW 9DOXH RI D VKDUH RI &RPPRQ 6WRFN RQ WKH 2IIHULQ
ZKLFKHYHU LV ORZHU 8QOHVV RWKHUZLVH GHWHUPLQHG E\ \
SHUFHQW IRU SXUSRVHV RI WKH IRUHJRLQJ VHQWHQFH LV
$GPLQLVWUDWRU PD\ FKDQJH WKH '"HVLIQDWHG 3HUFHQW IR
HYHQW VKDOO WKH 'HVLIJQDWHG 3HUFHQW EH OHVV WKDQ
3XUFKDVH 3ULFH PD\ EH HVWDEOLVKHG E\ WKH &RPPLWWHH |




&RPPLWWHH GHWHUPLQHV SXUVXDQW WR 6HFWLRQ DQG VX

&RPSRQHQW FRPSOLDQFH ZLWK 6HFWLRQ RI WKH &RGH
SURYLVLRQ RU DQ\ RWKHU DSSOLFDEOH ODZ UHJXODWLRQ RU
WKH 1RQ &RPSRQHQW SXUVXDQW WR VXFK PDQQHU RU Pt}

&RPPLWWHH WR FRPSO\ ZLWK DSSOLFDEOH ORFDO ODZ

FF O6HEXULWLRWDBFW WKH 6HFXULWLHV $FW RI
IURP WLPH WR WLPH

GG G6XEVLGL®DHDQV D VXEVLGLDU\ FRUSRUDWLRQ
KHUHDIWHU H[LVWLQJ DV GHILQHG LQ 6HFWLRQ I RI WKH &

HH 7UDGLQJPBDQV D GD\ RQ ZKLFK 1DVGDT LV RSHQ
I 8 6 PHDQV 8QLWHG 6WDWHYV

JJ 8 6 7TUHDVXU\ 5HPHIDDWNLRWR@&WH 7UHDV XU\ UHJXODW
&RGH 5HIHUHQFH WR D VSHFLILF 7UHDVXU\ 5HIXODWLRQ RU ¢
VXFK 7UHDVXU\ 5HIJXODWLRQ RU 6HFWLRQ DQ\ YDOLG UHJIX
6HFWLRQ DQG DQ\ FRPSDUDEOH SURYLVLRQ RI DQ\ IXWXUH O
VXSSOHPHQWLQJ RU VXSHUVHGLQJ VXFK 6HFWLRQ RU UHJXOD\

(OLJLELOLW\

D 2IIHULQJ 3HYQRGOLIJLEOH (PSOR\HH RQ D JLYHQ
ZLOO EH HOLJLEOH WR SDUWLFLSDWH LQ WKH 30DQ VXEMH
SURYLGHG KRZHYHU WKDW HPSOR\HHV ZKR DUH FLWL]HQV
MXULVGLFWLRQ PD\ EH H[FOXGHG IURP SDUWLFLSDWLRQ LG
SDUWLFLSDWLRQ RI VXFK (PSOR\HHV LV SURKLELWHG XQGHU V
RU LI FRPSO\LQJ ZLWK WKH ODZV Rl WKH DSSOLFDEOH MXUL\
2IITHULQJ WR YLRODWH 6HFWLRQ RI WKH &RGH

E J/LPLWDWLRBQV SURYLVLRQV RI WKH 30DQ WR
QRWZLWKVWDQGLQJ QR (OLJLEOH (PSOR\HH ZLOO EH JUDC
&RPSRQHQW RI WKH 30DQ L WR WKH H[WHQW WKDW LPPHGL
(PSOR\HH RU DQ\ RWKHU SHUVRQ ZKRVH VWREFN ZRXOG EH

(PSOR\HH SXUVXDQW WR 6HFWLRQ G RI WKH &RGH ZRXC
&RPSDQ\ RU DQ\ 3DUHQW RU 6XEVLGLDU\ RI WKH &RPSDQ\ DQ
WR SXUFKDVH VXFK VWRFN SRVVHVVLQJ ILYH SHUFHQW R

YRWLQJ SRZHU RU YDOXH RI DOO FODVVHV RI WKH FDSLWDO V
RU 6 XEVLGLDU\ RI WKH &RPSDQ\ RU LL WR WKH H[WHQW WKD
XQGHU DOO HPSOR\HH VWRFN SXUFKDVH SODQV DV GHILQHG
&RPSDQ\ RU DQ\ 3DUHQW RU 6XEVLGLDU\ RI WKH &RPSDQ\ DFF
WZHQW\ ILYH WKRXVDQG 8 6 GROODUV 86" ZRUWK RI1 V)
ODUNHW 9DOXH RI WKH VWRFN DW WKH WLPH VXFK RSWLRQ L
ZKLFK VXFK RSWLRQ LV RXWVWDQGLQJ DW DQ\ WLPH DV GHW
RI WKH &&RGH DQG WKH UHJXODWLRQV WKHUHXQGHU



21IHULQJ 3HULRWNLQ WKH OLPLWDWLRQV VHW IRUWK
$GPLQLVWUDWRU ZLOO KDYH WKH SRZHU WR FKDQJH WKH GXUDV
FRPPHQFHPHQW GDWHVY WKHUHRI ZLWKRXW VWRFNKROGHU DSS
DQQRXQFHG SULRU WR WKH VFKHGXOHG EHJLQQLQJ RI WKH ILUVW

SDUWLFLSPYURQIJLEOH (PSOR\HH PD\ EHFRPH D SDUWLFL
IROORZLQJ DQ HOHFWURQLF RU RWKHU HQUROOPHQW SURFHG)
$GPLQLVWUDWRU IURP WLPH WR WLPH

ERQWULEXWLRQV

D $W WKH WLPH D 3DUWLFLSDQW HQUROOV LQ WK
KH RU VKH ZLOO HOHFW WR KDYH &RQWULEXWLRQV PDGH RQ
3HULRG LQ DQ DPRXQW QRW H[FHHGLQJ ILIWHHQ SHUFHQW
RU VKH UHFHLYHV RQ HDFK SD\ GD\ GXULQJ WKH 2IIHULQJ 3
SHUPLW (OLJLEOH (PSOR\HHV SDUWLFLSDWLQJ LQ D VSHFLILH
WKH 30DQ WKURXJK SD\PHQW E\ FDVK FKHFN RU RWKHU PH
UHTXLUHPHQWY SURYLGHG WKDW VXFK FRQWULEXWLRQV VKL
WKH &RPSHQVDWLRQ UHFHLYHG HDFK SD\ SHULRG GXULQJ Wi
VXEVFULSWLRQ DJUHHPHQW ZLOO UHPDLQ LQ HIIHFW IRU V>
WHUPLQDWHG DV SURYLGHG LQ 6HFWLRQ KHUHRI

E 3D\ UROO GHGXFWLRQV RU FRQWULEXWLRQV DV
ZLOO FRPPHQFH RQ WKH ILUVW SD\ GD\ IROORZLQJ WKH 2IIHU
SD\ GD\ SULRU WR WKH ([HUFLVH 'DWH RI VXFK 2IIHULQJ 3HULI
DSSOLFDEOH XQOHVV VRRQHU WHUPLQDWHG E\ WKH 3DUWLFL

F $00 &RQWULEXWLRQV PDGH IRU D 3DUWLFLSDC
KHU DFFRXQW XQGHU WKH 30DQ DQG &RQWULEXWLRQV ZLOO E

G 6XEMHFW WR $SSOLFDEOH /DZV D 3DUWLFLSDC
KHU SDUWLFLSDWLRQ LQ WKH 30DQ DV SURYLGHG LQ 6HFWL
IROORZLQJ DQ\ SURFHGXUHV LQFOXGLQJ VSHFLILHG GHDGOLC
RU LWV GHVLJQHH 7KH FKDQJH ZLOO EHFRPH HIIHFWLYH DV V|
DIWHU UHFHLSW

H 1IRWZLWKVWDQGLQJ WKH IRUHJRLQJ WR WKH H
ZLWK 6HFWLRQ E RI WKH &RGH DQG 6HFWLRQ E D 3DL
EH GHFUHDVHG WR ]JHUR SHUFHQW DW DQ\ WLPH GXULQJ
BHFWLRQ E RI WKH &RGH &RQWULEXWLRQV ZLOO UHFFR
HOHFWHG E\ WKH 3DUWLFLSDQW HIIHFWLYH DV RI WKH EHJL
VFKHGXOHG WR HQG LQ WKH IROORZLQJ FDOHQGDU \HDU XQO
SURYLGHG LQ 6HFWLRQ

I $W WKH WLPH WKH RSWLRQ LV H[HUFLVHG LQ
WLPH VRPH RU DOO RI WKH &RPPRQ 6WRFN LVVXHG XQGHU WKI
WLPH WKDW D WD[DEOH HYHQW UHODWHG WR WKH 30DQ R
DGHTXDWH SURYLVLRQ IRU WKH &RPSDQ\xV RU LWV 6XEVLGLD
RU DQ\ RWKHU WD[ OLDELOLW\ SD\DEOH WR DQ\ DXWKRULW\



SD\PHQW RQ DFFRXQW RU RWKHU WD[ REOLJDWLRQV LI DQ\ Z
RSWLRQ RU WKH GLVSRVLWLRQ RI WKH &RPPRQ 6WRFN RU D¢
UHODWHG WR WKH 30DQ RFFXUV LQFOXGLQJ IRU WKH DYR
SBDUWLFLSDQW WR SD\ DQ HPSOR\HU WD[ RU VRFLDO LQVXUL
OLDELOLW\ KDV EHHQ VKLIWHG WR WKH 3DUWLFLSDQW DV D PI
&RPSDQ\ RU LWV 6XEVLGLDU\ RU $IILOLDWH DV DSSOLFDEOH
ZLWKKROG IURP WKH 3DUWLFLSDQWxV FRPSHQVDWLRQ WKH DI
LWV 6XEVLGLDU\ RU $IILOLDWH DV DSSOLFDEOH WR PHHW
LQFOXGLQJ DQ\ ZLWKKROGLQJ UHTXLUHG WR PDNH DYDLODEO
$IILOLDWH DV DSSOLFDEOH DQ\ WD[ GHGXFWLRQV RU EHQI
GLVSRVLWLRQ RI &4RPPRQ 6WRFN E\ WKH (OLJLEOH (PSOR\HH

6 XEVLGLDU\ RU $IILOLDWH DV DSSOLFDEOH PD\ L ZLWKKRO
&RPPRQ 6WRFN LL ZLWKKROG D VXIILFLHQW ZKROH QXPEH!
RWKHUZLVH LVVXDEOH IROORZLQJ SXUFKDVH KDYLQJ DQ DJJUI
SD\ DSSOLFDEOH ZLWKKROGLQJ REOLJDWLRQV RU LLL PD\ ZI
LQ WKH DSSOLFDEOH VXEVFULSWLRQ DJUHHPHQW

*UDQW RI1 2SAQLAMKH 2ITHULQJ 'DWH RI HDFK 2IITHULQJ 3HI
(PSOR\HH SDUWLFLSDWLQJ LQ VXFK 2II1HULQJ 3HULRG ZLOO EH JUI
([HUFLVH 'DWH GXULQJ VXFK 2I1IHULQJ B3HULRG DW WKH DSSOLFDE¢
VKDUHV RI &RPPRQ 6WRFN GHWHUPLQHG E\ GLYLGLQJ VXFK (OL
DFFXPXODWHG GXULQJ VXFK 2I1IHULQJ 3HULRG SULRU WR VXFK ([HU
(PSOR\HHxV DFFRXQW DV RI WKH ([HUFLVH 'DWH E\ WKH DSSOLFDE
QR HYHQW ZLOO DQ (OLJLEOH (PSOR\HH EH SHUPLWWHG WR SXUFFk
WKDQ WKH OD[LPXP 6KDUH $PRXQW VXEMHFW WR DGMXVWPHQW
SURYLGHG IXUWKHU WKDW VXFK SXUFKDVH ZLOO EH VXEMHFW WR
DQG 7KH (OLJLEOH (PSOR\HH PD\ DFFHSW WKH JUDQW RI VXFK F
WKH 30DQ LQ DFFRUGDQFH ZLWK WKH UHTXLUHPHQWYV RI 6HFWLR
2IlTHULQJ 3HULRGY LQFUHDVH RU GHFUHDVH LQ LWV DEVROXWH
VKDUHV RI &RPPRQ 6WRFN WKDW DQ (OLJLEOH (PSOR\HH PD\ SXUFI
([HUFLVH RI WKH RSWLRQ ZLOO RFFXU DV SURYLGHG LQ 6HFWLRQ
SXUVXDQW WR 6HFWLRQ 7KH RSWLRQ ZLOO H[SLUH RQ WKH ODV\

(JHUFLVH RI 2SWLRQ

D 8QOHVY D 3DUWLFLSDQW ZLWKGUDZV IURP WI
6HFWLRQ KLYV RU KHU RSWLRQ IRU WKH SXUFKDVH RI VKI
H[HUFLVHG DXWRPDWLFDOO\ RQ WKH ([HUFLVH 'DWH DQG WK
VXEMHFW WR WKH RSWLRQ ZLOO EH SXUFKDVHG IRU VXFK 3D
3ULFH ZLWK WKH DFFXPXODWHG &RQWULEXWLRQV IURP KLV F
HYHQW ZLOO DQ (OLJLEOH (PSOR\HH EH SHUPLWWHG WR SXU
PRUH WKDQ WKH OD[LPXP 6KDUH $PRXQW VXEMHFW WR DGMXV
DQG SURYLGHG IXUWKHU WKDW VXFK SXUFKDVH ZLOO EH VX
6HFWLRQV E DQG 1R IUDFWLRQDO VKDUHV RI &RPPRQ 6\
ERQWULEXWLRQV DFFXPXODWHG LQ D SDUWLFLSDQWxV DFFRX:
D IXOO VKDUH ZLOO DW WKH GLVFUHWLRQ RI WKH $GPLQLVV
ZLWKRXW LQWHUHVW RU EH UHWDLQHG LQ WKH 3DUWLFLSDQ
3HULRG 'XULQJ D 3DUWLFLSDQWxV OLIHWLPH D 3DUWLFLS
KHUHXQGHU LV HIHUFLVDEOH RQO\ E\ KLP RU KHU



E ,Q WKH HYHQW WKDW WKH QXPEHU RI VKDUHYV
SXUFKDVHG E\ DOO 3DUWLFLSDQWYV LQ DQ\ 2II1HULQJ 3HULRG
&RPPRQ 6WRFN WKHQ DYDLODEOH IRU LVVXDQFH XQGHU WKH 3
SUR UDWD DOORFDWLRQ RI WKH UHPDLQLQJ VKDUHV RI &RPPR
VKDOO EH SUDFWLFDEOH DQG DV WKH &RPPLWWHH VKDOO LC
HTXLWDEOH DQG LL DOO IXQGV QRW XVHG WR SXUFKDVH \
([HUFLVH 'DWH VKDOO EH UHWXUQHG ZLWKRXW LQWHUHVW WF

'HOLYHWBA\ HQUROOLQJ LQ WKH 30DQ HDFK 3DUWLFLSDQ
DXWKRUL]JHG WKH HVWDEOLVKPHQW RI D EURNHUDJH DFFRXQW F
EURNHUDJH ILUP VHOHFWHG E\ WKH &RPSDQ\ $V VRRQ DV UHDVRQ]
'DWH RQ ZKLFK D SXUFKDVH RI VKDUHV Rl &RPPRQ 6WRFN RFFXUV
WKH GHOLYHU\ WR HDFK 3DUWLFLSDQW RI WKH VKDUHV Rl &RPPRQ
RU KHU RSWLRQ WR WKH 3DUWLFLSDQWxV EURNHUDJH RU 30DQ VI
&RPSDQ\ 1RWZLWKVWDQGLQJ DQ\ RWKHU SURYLVLRQ Rl WKH 30DC
$GPLQLVWUDWRU RU UHTXLUHG E\ DQ\ DSSOLFDEOH ODZ UXOH RU
WR DQ\ 3DUWLFLSDQW FHUWLILFDWHY HYLGHQFLQJ VKDUHV RI &R
DQ\ SXUFKDVH XQGHU WKH 30DQ DQG LQVWHDG VXFK VKDUHV RI
WKH ERRNV Rl WKH EURNHUDJH ILUP RU DV DSSOLFDEOH WKH &F
DGPLQLVWUDWRU RU VXFK RWKHU RXWVLGH HQWLW\ ZKLFK LV QRW

LWKGUDZDO

D $ 3DUWLFLSDQW PD\ ZLWKGUDZ DOO EXW Q
ERQWULEXWLRQV FUHGLWHG WR KLV RU KHU DFFRXQW DQG QR
XQGHU WKH 30DQ DW DQ\ WLPH E\ IROORZLQJ DQ HOHFWURC
GHWHUPLQHG E\ WKH $GPLQLVWUDWRU IURP WLPH WR WLPH
FUHGLWHG WR KLV RU KHU DFFRXQW ZLOO DW WKH GLVFUHWI
SDUWLFLSDQWxV DFFRXQW DQG XVHG WR SXUFKDVH VKDUH\
([HUFLVH 'DWH RU LL EH SDLG WR VXFK 3DUWLFLSDQW DV VI
UHFHLSW RI QRWLFH RI ZLWKGUDZDO DQG VXFK 3DUWLFLSDQW
EH WHUPLQDWHG DXWRPDWLFDOO\ DQG QR IXUWKHU SD\URO
SXUFKDVH RI VKDUHV RI &RPPRQ 6WRFN VKDOO EH PDGH IR
SDUWLFLSDQW ZLWKGUDZV IURP DQ 2IIHULQJ 3HULRG &RQW
EHILQQLQJ RI WKH VXFFHHGLQJ 2IIHULQJ 3HULRG XQOHVV WK
DV SUHVFULEHG E\ WKH $GPLQLVWUDWRU IURP WLPH WR WLPH

E $ 3BDUWLFLSDQWxV ZLWKGUDZDO IURP DQ 2IIHL
DQ\ HITHFW XSRQ KLV RU KHU HOLJLELOLW\ WR SDUWLFLSDWH
EH DGRSWHG E\ WKH &RPSDQ\ RU LQ VXFFHHGLQJ 2IIHULQJ 3H
WHUPLQDWLRQ RI WKH 2IlHULQJ 3HULRG IURP ZKLFK WKH 3DUW

7JHUPLQDWLRQ RI| (BROMPHEWKHUZLVH GHWHUPLQHG E\ \
XSRQ D 3DUWLFLSDQWxV FHDVLQJ WR EH DQ (OLJLEOH (PSOR\HH
GHHPHG WR KDYH HOHFWHG WR ZLWKGUDZ IURP WKH 30DQ DQG
3BDUWLFLSDQWxV DFFRXQW GXULQJ WKH 2IIHULQJ 3HULRG EXW QRW
BWRFN XQGHU WKH 30DQ ZLOO EH UHWXUQHG WR VXFK 3DUWLFLSI
WKH SHUVRQ RU SHUVRQV HQWLWOHG WKHUHWR XQGHU 6HFWLRQ




DXWRPDWLFDOO\ WHUPLQDWHG 8QOHVV GHWHUPLQHG RWKHUZLVF
SHUPLWWHG E\ DQG FRPSOLDQW ZLWK 6HFWLRQ RI WKH &RGF
WUDQVIHUV EHWZHHQ HQWLWLHV WKURXJK D WHUPLQDWLRQ ZLW
VHUYLFH E\ WKH &RPSDQ\ RU D 'HVLJQDWHG 6XEVLGLDU\ RU 'HVLJ
DV WHUPLQDWHG XQGHU WKH 30DQ

L COQWHUHARWQWHUHVW ZLOO DFFUXH RQ WKH &RQWULEXWLI
H[FHSwW DV PD\ EH UHTXLUHG E\ DSSOLFDEOH ODZ DV GHWHUPLQH(

BWRFNSXEMHFW WR DGMXVWPHQW DV SURYLGHG LQ 6HFW
QXPEHU Rl VKDUHV Rl &RPPRQ 6WRFN WKDW ZLOO EH PDGH DYDLO

VKDUHV RI &RPPRQ 6WRFN 7KH OLPLWDWLRQ VHW IRUWK
VDWLVI\ SXUFKDVHV RI VKDUHV RI &RPPRQ 6WRFN XQGHU HLWKHU
&RPSRQHQW RI WKH 30DQ

$GPLQLVWUDWLRQ

D 8QOHVV RWKHUZLVH GHVLJQDWHG E\ WKH %RD
VHUYH DV WKH $GPLQLVWUDWRU 7KH $GPLQLVWUDWRU ZLOO
DXWKRULW\ WR FRQVWUXH LQWHUSUHW DQG DSSO\ WKH WHL
2IIHULQJV XQGHU WKH 30DQ WR GHVLJQDWH 6XEVLGLDULHYV
30DQ WR GHWHUPLQH HOLJLELOLW\ DQG DGMXGLFDWH DOO
LQFOXGLQJ ZKHWKHU (OLJLEOH (PSOR\HHV VKDOO SDUWLFLS
1RQ &RPSRQHQW DQG ZKLFK HQWLWLHYV VKDOO EH 'HVLJQD
$IILOLDWHVY DQG WR HVWDEOLVK VXFK SURFHGXUHV WKD
DGPLQLVWUDWLRQ RI WKH 30DQ 1RWZLWKVWDQGLQJ DQ\ SUR
$GPLQLVWUDWRU PD\ DGRSW UXOHV RU SURFHGXUHV UHODWL
RI WKH 30DQ WR DFFRPPRGDWH WKH VSHFLILF UHTXLUHPHQW
MXULVGLFWLRQV RXWVLGH Rl WKH 8QLWHG 6WDWHV :LWKRXW
WKH &RPPLWWHH LV VSHFLILFDOO\ DXWKRUL]JHG WR DGRSW U X
IRU SXUSRVHV RI WKH 1RQ &RPSRQHQW PD\ EH RXWVLGH W
&RGH UHJDUGLQJ ZLWKRXW OLPLWDWLRQ HOLJLELOLW\
&RPSHQVDWLRQ KDQGOLQJ RI &RQWULEXWLRQV PDNLQJ RI &I
ZLWKRXW OLPLWDWLRQ LQ IRUPV RWKHU WKDQ SD\UROO GHG
DFFRXQWV WR KROG &RQWULEXWLRQV SD\PHQW RI LQWHUEF
REOLJDWLRQV WR SD\ SD\UROO WD[ GHWHUPLQDWLRQ RI EH
ZLWKKROGLQJ SURFHGXUHV DQG KDQGOLQJ RI VWRFN FHUWLI
UHTXLUHPHQWYV

E (YHU\ ILQGLQJ GHFLVLRQ DQG GHWHUPLQD
$GPLQLVWUDWRU ZLOO WR WKH IXO0O H[WHQW SHUPLWWHG E\
LQFOXGLQJ WKH &RPSDQ\ 'HVLJQDWHG 6XEVLGLDU\ 'HVLJQDW
(PSOR\HH RU DQ\ EHQHILFLDU\ RI VXFK SHUVRQ DV DSSOLFDE

F 7R WKH H[WHQW DOORZDEOH SXUVXDQW WR DS
RI WKH %RDUG WKH &RPPLWWHH WKH $GPLQLVWUDWRU RU
'"HVLIQDWHG 6XEVLGLDU\ RU D 'HVLIJQDWHG $IILOLDWH HDFK
VKDOO EH LQGHPQLILHG DQG KHOG KDUPOHVV E\ WKH &RPSDC
H[SHQVH WKDW PD\ EH LPSRVHG XSRQ RU UHDVRQDEO\ LQFXU



FRQQHFWLRQ ZLWK RU UHVXOWLQJ IURP DQ\ FODLP DFWLRQ
PD\ EH D SDUW\ RU LQ ZKLFK KH RU VKH PD\ EH LQYROYHG E\
WR DFW SXUVXDQW WR WKH 30DQ DQG DJDLQVW DQG IURP DQ'
LQ VDWLVIDFWLRQ RI MXGJPHQW LQ VXFK DFWLRQ VXLW R
SURYLGHG KRZHYHU WKDW KH RU VKH KDV DFWHG LQ DFFRL
UHVSRQVLELOLWLHYV WR WKH &RPSDQ\ XQGHU DSSOLFDEOH OL
WKH &RPSDQ\ DQ RSSRUWXQLW\ DW LWV RZQ H[SHQVH WR KD
VXLW RU SURFHHGLQJ WR ZKLFK KH RU VKH LV D SDUW\ EHIR
DQG GHIHQG LW RQ KLV RU KHU RZQ EHKDOI 7KH IRUHJRLQJ U
H[FOXVLYH RI DQ\ RWKHU ULJKWV RI LQGHPQLILFDWLRQ WR Z|
HQWLWOHG SXUVXDQW WR WKH &RPSDQ\xV &HUWLILFDWH RI
ODZ RU RWKHUZLVH RU DQ\ SRZHU WKDW WKH &RPSDQ\ PD\ |
WKHP KDUPOHVYV

G 7R WKH H[WHQW QRW SURKLELWHG E\ $SSOLFI
PD\ IURP WLPH WR WLPH GHOHJDWH VRPH RU DOO RI LWV
VXEFRPPLWWHH RU VXEFRPPLWWHHY RI WKH &RPPLWWHH WKE
JURXSV RI SHUVRQV DV LW GHHPV QHFHVVDU\ DSSURSULDWH
OLPLWDWLRQV WKDW LW PD\ VHW DW RU DIWHU WKH WLPH RI "
UHIHUHQFH WR WKH &RPPLWWHH ZLOO EH GHHPHG WR
VXEFRPPLWWHHY RU RWKHU SHUVRQV RU JURXSV RI SHUV
GHOHJDWHYVY DXWKRULW\ SXUVXDQW WR WKLV 6HFWLRQ G

'HVLIQDWLRQ RI %HQHILFLDU\

D , I SHUPLWWHG E\ WKH $GPLQLVWUDWRU D
GHVLIJQDWLRQ RI D EHQHILFLDU\ ZKR LV WR UHFHLYH DQ\ VKD
DQ\ IURP WKH 3DUWLFLSDQWxV DFFRXQW XQGHU WKH 30DQ
GHDWK VXEVHTXHQW WR DQ ([HUFLVH 'DWH RQ ZKLFK WKH R
GHOLYHU\ WR VXFK 3DUWLFLSDQW Rl VXFK VKDUHV DQG FDV
$GPLQLVWUDWRU D 3DUWLFLSDQW PD\ ILOH D GHVLJQDWLRQ
FDVK I[URP WKH 3DUWLFLSDQWxV DFFRXQW XQGHU WKH 30DQ
GHDWK SULRU WR H[HUFLVH RI WKH RSWLRQ ,I D 3DUWLFLS
EHQHILFLDU\ LV QRW WKH VSRXVH VSRXVDO FRQVHQW ZLOO E
HITHFWLYH

E 6XFK GHVLIJQDWLRQ RI EHQHILFLDU\ LI SHUPLW
WKH 3DUWLFLSDQW DW DQ\ WLPH E\ QRWLFH LQ D IRUP GHWE
HYHQW RI WKH GHDWK RI D 3DUWLFLSDQW DQG LQ WKH DEVHQ
XQGHU WKH 30DQ ZKR LV OLYLQJ DW WKH WLPH RI VXFK 3DU
GHOLYHU VXFK VKDUHVY DQG RU FDVK WR WKH H[HFXWRU RU
SBDUWLFLSDQW RU LI QR VXFK HIHFXWRU RU DGPLQLVWUDWRU
Rl WKH &RPSDQ\ WKH &RPSDQ\ LQ LWV GLVFUHWLRQ PD\ GH
WKH VSRXVH RU WR DQ\ RQH RU PRUH GHSHQGHQWY RU UHO
VSRXVH GHSHQGHQW RU UHODWLYH LV NQRZQ WR WKH &RPS]|
WKH &RPSDQ\ PD\ GHVLJQDWH

F $O00 EHQHILFLDU\ GHVLJQDWLRQV ZLOO EH LQ
WKH $GPLQLVWUDWRU PD\ GHVLJQDWH IURP WLPH WR WLPH



TUDQVIHUDEHIOVLMWHU &RQWULEXWLRQV FUHGLWHG WR D 3C
ULJKWV ZLWK UHJDUG WR WKH H[HUFLVH RI DQ RSWLRQ RU WR UH
30DQ PD\ EH DVVLIJQHG WUDQVIHUUHG SOHGJHG RU RWKHUZLVH (
ZLOO WKH ODZV RI GHVFHQW DQG GLVWULEXWLRQ RU DV SURYLGF
$Q\ VXFK DWWHPSW DW DVVLIQPHQW WUDQVIHU SOHGJH RU RW
HIFHSW WKDW WKH &RPSDQ\ PD\ WUHDW VXFK DFW DV DQ HOHFWL
3HULRG LQ DFFRUGDQFH ZLWK 6HFWLRQ KHUHRI

8VH RI )XQBK/H &RPSDQ\ PD\ XVH DOO &RQWULEXWLRQV U
XQGHU WKH 30DQ IRU DQ\ FRUSRUDWH SXUSRVH DQG WKH &RPSD(
VXFK &RQWULEXWLRQV H[FHSW DV PD\ EH UHTXLUHG E\ DSSOLFD
$GPLQLVWUDWRU 8QWLO VKDUHV RI &RPPRQ 6WRFN DUH LVVXHG
DQ XQVHFXUHG FUHGLWRU ZLWK UHVSHFW WR WKH 30DQ DOWKRX
KDYH DGGLWLRQDO ULJKWV ZKHUH UHTXLUHG XQGHU ORFDO ODZzZ I

SHSRUWGLYLGXDO DFFRXQWY ZLOO EH PDLQWDLQHG IRU
6WDWHPHQWY RI DFFRXQW ZLOO EH JLYHQ WR SDUWLFLSDWLQJ (O
VWDWHPHQWY ZLOO VHW IRUWK WKH DPRXQWY RI &RQWULEXWLRQ\
Rl &RPPRQ 6WRFN SXUFKDVHG DQG WKH UHPDLQLQJ FDVK EDODQFF

$GMXVWPHQWY 'LVVROXWLRQ RU /LTXLGDWLRQ &RUSRUD

D $GMXVWPHIWMHFW WR DQ\ UHTXLUHG DFWLRQ E
RI WKH &RPSDQ\ WKH PD[LPXP QXPEHU RI VKDUHV Rl &RPPRQ
DYDLODEOH IRU VDOH XQGHU WKH 30DQ WKH PD[LPXP QXPEH!
HDFK 3DUWLFLSDQW PD\ SXUFKDVH GXULQJ WKH 2IIHULQJ 3H
6KDUH $PRXQW RU RYHU D FDOHQGDU \HDU XQGHU WKH 86"
BHFWLRQ E DQG WKH SHU VKDUH SULFH XVHG WR GHWHUP
SURSRUWLRQDWHO\ DGMXVWHG IRU DQ\ LQFUHDVH RU GHFUHEL
&RPPRQ 6WRFN UHVXOWLQJ IURP DQ\ QRQUHFLSURFDO WUDQV
LWV VKDUHKROGHUV VXFK DV D VWRFN GLYLGHQG VWRFN
UHFDSLWDOL]DWLRQ WKURXJK D ODUJH QRQUHFXUULQJ FDVK
BWRFN RU RWKHU VHFXULWLHV RI WKH &RPSDQ\ RU WKH SUL
RWKHU VHFXULWLHV DQG FDXVHV D FKDQJH LQ WKH SHU VK
XQGHUO\LQJ RXWVWDQGLQJ RSWLRQV 6XFK DGMXVWPHQW V¢
ZKRVH GHWHUPLQDWLRQ LQ WKDW UHVSHFW VKDOO EH ILQDC
H[SUHVVO\ SURYLGHG KHUHLQ QR LVVXDQFH E\ WKH &RPSDQ\
RU VHFXULWLHY FRQYHUWLEOH LQWR VKDUHV RI VWRFN RI DQ
E\ UHDVRQ WKHUHRI VKDOO EH PDGH ZLWK UHVSHFW WR W
&RPPRQ 6WRFN VXEMHFW WR DQ RSWLRQ

E 'LVVROXWLRQ RU,/QTWKBDMMVHRDW Rl WKH SURSRVH
RU OLTXLGDWLRQ RI WKH &RPSDQ\ DQ\ 2IIHULQJ 3HULRG WKH
VHWWLQJ D 1HZ ([HUFLVH 'DWH DQG ZLOO WHUPLQDWH LPPHC
Rl VXFK SURSRVHG GLVVROXWLRQ RU OLTXLGDWLRQ XQO
$GPLQLVWUDWRU 7KH 1HZ ([HUFLVH 'DWH ZLOO EH EHIRUH
SURSRVHG GLVVROXWLRQ RU OLTXLGDWLRQ 7KH $GPLQLVWL
ZULWLQJ RU HOHFWURQLFDOO\ SULRU WR WKH 1HZ ([HUFLVH




SDUWLFLSDQWxV RSWLRQ KDV EHHQ FKDQJHG WR WKH 1HZ
SBDUWLFLSDQWxV RSWLRQ ZLOO EH H[HUFLVHG DXWRPDWLFDC
SULRU WR VXFK GDWH WKH 3DUWLFLSDQW KDV ZLWKGUDZQ IU
6HFWLRQ KHUHRI

F &GHUWDLQ &RUSRUDWHQ/ WIXHVBFWQWQRI D UHRUJL
PHUJHU RU FRQVROLGDWLRQ RI WKH &RPSDQ\ ZLWK RQH RU
&RPSDQ\ LV QRW WKH VXUYLYLQJ FRUSRUDWLRQ RU VXUYLYH
VXFK RWKHU FRQVWLWXHQW FRUSRUDWLRQ RU LWV SDUHQW
SURSHUW\ RU VWRFN RI WKH &RPSDQ\ WR DQRWKHU FRUSRUDYV
DVVXPHG RU DQ HTXLYDOHQW RSWLRQ VXEVWLWXWHG E\ WKH
6 XEVLGLDU\ RI WKH VXFFHVVRU FRUSRUDWLRQ ,Q WKH HYHC
UHIXVHY WR DVVXPH RU VXEVWLWXWH IRU WKH RSWLRQ WKH
VXFK RSWLRQ UHODWHYVY ZLOO EH VKRUWHQHG E\ VHWWLQJ D
2IlTHULQJ 3HULRG VKDOO HQG 7KH 1HZ ([HUFLVH 'DWH ZLOO
&RPSDQ\xV SURSRVHG PHUJHU RU &KDQJH LQ &RQWURO 7KH
SDUWLFLSDQW LQ ZULWLQJ RU HOHFWURQLFDOO\ SULRU WR V
'DWH IRU WKH 3DUWLFLSDQWxV RSWLRQ KDV EHHQ FKDQJHG \
WKH 3DUWLFLSDQWxV RSWLRQ ZLOO EH HIHUFLVHG DXWRPDWL
SULRU WR VXFK GDWH WKH 3DUWLFLSDQW KDV ZLWKGUDZQ IU
6HFWLRQ KHUHRI

$PHQGPHQW RU 7THUPLQDWLRQ

D 6XEMHFW WR DQ\ DSSOLFDEOH ODZ RU JRYHUQI
UXOHV RI DQ\ ([FKDQJH RU TXRWDWLRQ V\WWHP RQ ZKLFK WKHI
EH OLVWHG RU TXRWHG WKH 30DQ PD\ EH DPHQGHG PRGLIL
WKH %RDUG ZLWKRXW WKH DSSURYDO Rl WKH VKDUHKROGHUV
LQ 6HFWLRQ QR DPHQGPHQW PD\ PDNH DQ\ FKDQJH LQ DQ\
ZKLFK DGYHUVHO\ DIIHFWV WKH ULJKWV RI DQ\ 3DUWLFLSDQV
ZLWKRXW WKH FRQVHQW Rl WKH DIIHFWHG 3DUWLFLSDQW RU |
FRPSO\ ZLWK 6HFWLRQ RI WKH &RGH RU DQ\ VXFFHVVRU L
DSSOLFDEOH ODZ UHJXODWLRQ RU ([FKDQJH UXOH WKH &F
DSSURYDO RI DQ\ DPHQGPHQW LQ VXFK D PDQQHU DQG WR VXF

E 'LWKRXW VKDUHKROGHU DSSURYDO DQG ZLWKR
3DUWLFLSDQW ULJKWV PD\ EH FRQVLGHUHG WR KDYH EH
$GPLQLVWUDWRU RU LWV GHOHJDWH WR WKH H[WHQW SHUI
DSSOLFDEOH ODZ WKH %\ODZV Rl WKH &RPSDQ\ DQG XQGHL
FKDQJH WKH 2I1IHULQJ 3HULRGV OLPLW WKH IUHTXHQF\ RU Q
ZLWKKHOG GXULQJ DQ 2IIHULQJ 3HULRG HVWDEOLVK WKH HI[F
ZLWKKHOG LQ D FXUUHQF\ RWKHU WKDQ 8 6 GROODUV SHUPL
DPRXQW GHVLJQDWHG E\ D 3DUWLFLSDQW WR DGMXVW IRU GI
SURFHVVLQJ Rl SURSHUO\ FRPSOHWHG &RQWULEXWLRQ HOHF
DQG DGMXVWPHQW SHULRGV DQG RU DFFRXQWLQJ DQG FUH(
DPRXQWY DSSOLHG WRZDUG WKH SXUFKDVH RI VKDUHV Rl &R
SURSHUO\ FRUUHVSRQG ZLWK DPRXQWV ZLWKKHOG IURP WKH
HVWDEOLVK VXFK RWKHU OLPLWDWLRQV RU SURFHGXUHV DV W



IRWLFHWO QRWLFHV RU RWKHU FRPPXQLFDWLRQV E\ D 3
XQGHU RU LQ FRQQHFWLRQ ZLWK WKH 30DQ ZLOO EH GHHPHG WR
WKH IRUP DQG PDQQHU VSHFLILHG E\ WKH &RPSDQ\ DW WKH ORFDYV
WKH &RPSDQ\ IRU WKH UHFHLSW WKHUHRI

&RQGLWLRQV 8SRQ .VVXDQKBIURN 6KIDERFPRQ 6WRFN ZLO
LVVXHG ZLWK UHVSHFW WR DQ RSWLRQ XQOHVV WKH H[HUFLVH I
GHOLYHU\ Rl VXFK VKDUHV SXUVXDQW WKHUHWR ZLOO FRPSO\ ZL\
QRQ 86 ODZ LQFOXGLQJ ZLWKRXW OLPLWDWLRQ WKH BHFXULWI
UHJXODWLRQV SURPXOJDWHG WKHUHXQGHU DQG WKH UHTXLUHPH
VXEMHFW WR WKH DSSURYDO RI FRXQVHO IRU WKH &RPSDQ\ ZLW
FRQGLWLRQ WR WKH H[HUFLVH RI DQ RSWLRQ WKH &RPSDQ\ PD\
RSWLRQ WR UHSUHVHQW DQG ZDUUDQW DW WKH WLPH RI DQ\ VX
SXUFKDVHG RQO\ IRU LQYHVWPHQW DQG ZLWKRXW DQ\ SUHVHQW L
LI LQ WKH RSLQLRQ RI FRXQVHO IRU WKH &RPSDQ\ VXFK D UHSU
DIRUHPHQWLRQHG DSSOLFDEOH SURYLVLRQV RI ODZ

IRWLILFDWLRQ RI 6DOH RI 6KD UHRK RID&RVALAR Q DEYWAR VN D O O
$GPLQLVWUDWRU SURPSW QRWLFH RI DQ\ GLVSRVLWLRQ RI &RPPRC
JUDQWHG XQGHU WKH 30DQ LQ DFFRUGDQFH ZLWK VXFK SURFHG
$GPLQLVWUDWRU 7KH $GPLQLVWUDWRU PD\ UHTXLUH WKDW XQWL
VKDUHV RI &RPPRQ 6WRFN DFTXLUHG SXUVXDQW WR WKH RSWL
SDUWLFLSDQW VKDOO KROG DOO VXFK VKDUHV RI &RPPRQ 6WRFN
WKLUG SDUW\ EURNHU DGPLQLVWUDWRU GHVLJQDWHG E\ WKH &RP:
HVWDEOLVKHG E\ WKH $GPLQLVWUDWRU

&ODZEDFN 5HFRXSPH@W BIROL¥WDQGLQJ DQ\WKLQJ FRQWD
FRQWUDU\ DOO VKDUHV RI &RPPRQ 6WRFN DFTXLUHG SXUVXDQW W
WR DQ\ LQFHQWLYH FRPSHQVDWLRQ FODZEDFN RU UHFRXSPHQW S
DGRSWHG E\ WKH %RDUG DQG LQ HDFK FDVH DV PD\ EH DPHQGHG
DGRSWLRQ RU DPHQGPHQW VKDOO LQ DQ\ HYHQW UHTXLUH WKH SU

&RGH 6HEFEWLRQ $ 7D[ AXDOLILFDWLRQ

D 2SWLRQV JUDQWHG XQGHU WKH &RPSRQHQW
DSSOLFDWLRQ RI 6HFWLRQ $ Rl WKH &RGH 2SWLRQV JUDQW
WR 8 6 WD[SD\HUV DUH LQWHQGHG WR EH H[HPSW IURP WKH [
WKH VKRUW WHUP GHIHUUDO H[FHSWLRQ DQG DQ\ DPELJXLWLF
LQ DFFRUGDQFH ZLWK VXFK LQWHQW B6XEMHFW WR 6HFWLR
WD[SD\HUV XQGHU WKH 1RQ &RPSRQHQW DUH VXEMHFW WR
ZLOO SHUPLW VXFK RSWLRQV WR VDWLVI\ WKH UHTXLUHPHQW
DYDLODEOH XQGHU 6HFWLRQ $ Rl WKH &RGH LQFOXGLQJ W
&RPPRQ 6WRFN VXEMHFW WR DQ RSWLRQ EH GHOLYHUHG ZLW
6XEMHFW WR 6HFWLRQ E LQ WKH FDVH RI D 3DUWLFLSDQW
BHFWLRQ $ Rl WKH &RGH WR WKH H[WHQW WKH &RPSDQ\ G}t
H[HUFLVH SD\PHQW VHWWOHPHQW RU GHIHUUDO LV VXEMHF
RSWLRQ VKDOO EH JUDQWHG H[HUFLVHG SDLG VHWWOHG RU
ZLWK 6HFWLRQ $ Rl WKH &RGH LQFOXGLQJ 'HSDUWPHQW RI
LOQWHUSUHWLYH JXLGDQFH LVVXHG WKHUHXQGHU LQFOXGLQJ



RU RWKHU JXLGDQFH WKDW PD\ EH LVVXHG DIWHU WKH (IITHFW
WR WKH FRQWUDU\ QRWZLWKVWDQGLQJ WKH &RPSDQ\ VKDOO
DQ\ RWKHU SDUW\ LI WKH RSWLRQ WKDW LV LQWHQGHG WR EH

$ RI WKH &RGH LV QRW VR H[HPSW RU FRPSOLDQW RU IRU D¢
ZLWK UHVSHFW WKHUHWR

E $OWKRXJK WKH &RPSDQ\ PD\ HQGHDYRU WR L
IDYRUDEOH WD[ WUHDWPHQW XQGHU WKH ODZV RI WKH 8 6 R
LL DYRLG DGYHUVH WD[ WUHDWPHQW HJ XQGHU 6HFWLRQ
PDNHV QR UHSUHVHQWDWLRQ WR WKDW HIIHFW DQG H[SUHVVC
IDYRUDEOH RU DYRLG XQIDYRUDEOH WD[ WUHDWPHQW QRWZL
WKLV 30DQ LQFOXGLQJ 6HFWLRQ D 7KH &RPSDQ\ LV QRV
DFWLYLWLHV E\ DQ\ SRWHQWLDO QHJDWLYH WD[ LPSDFW RQ 3I

7HUP Rl 30TKH 30DQ EHFDPH HIIHFWLYH DV RI WKH (IIH
FROQWLQXH LQ HIIHFW WKURXJK WKH WHQWK WK DQQLYHUVDU\ \
BHFWLRQ

BWRFNKROGHU $XHURBRODD® zZDV DSSURYHG E\ WKH VWRF
&RPSDQ\ RQ -DQXDU\

*RYHUQLQJ /DZ DQG -XKHVIOLFWWVK@OO EH JRYHUQHG E\ I
LQ DFFRUGDQFH ZLWK WKH ODZV Rl WKH 8 6 6WDWH RI '"HODZDUH
7KH MXULVGLFWLRQ DQG YHQXH IRU DQ\ GLVSXWHV DULVLQJ XQGH
RWKHUZLVH UHODWLQJ WR WKLV 30DQ VKDOO EH H[FOXVLYHO\ L
&RXQW\ Rl $GD LQFOXGLQJ WKH 8 6 IHGHUDO FRXUWV ORFDWHG W

1R 5LJKW WR (PSGBRWPMIFWSDWLRQ LQ WKH 30DQ E\ D 3DU
FRQVWUXHG DV JLYLQJ D 3DUWLFLSDQW WKH ULJKW WR EH UHWD
6XEVLGLDU\ RU DQ $IILOLDWH DV DSSOLFDEOH )XUWKHUPRUH Wtk
PD\ GLVPLVV D 3DUWLFLSDQW IURP HPSOR\PHQW DW DQ\ WLPH |
XQGHU WKH 30DQ

BHYHUDELOLDW\ SURYLVLRQ RI WKH 30DQ LV RU EHFRPH
LQYDOLG LOOHJIJDO RU XQHQIRUFHDEOH IRU DQ\ UHDVRQ LQ DQ\ \
LQYDOLGLW\ LOOHJDOLW\ RU XQHQIRUFHDELOLW\ VKDOO QRW DII
30DQ VKDOO EH FRQVWUXHG DQG HQIRUFHG DV WR VXFK MXULVGLF
RU XQHQIRUFHDEOH SURYLVLRQ KDG QRW EHHQ LQFOXGHG

&RPSOLDQFH ZLWK $S S/KIH WHQH VDRIVWKLY 30DQ DUH LQW
ZLWK DOO $SSOLFDEOH /DZV DQG ZLOO EH FRQVWUXHG DFFRUGLQJ
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6WDWH RU -XULVGLF
1DPH ZKLFK 2UJDQL]HG
OLFURQ $VLD 3DFLILF //& 'HODZDUH
OLFURQ (XURSH /LPLWHG 8QLWHG .LQJGRP
OLFURQ ,QWHUQDWLRQDO //& 'HODZDUH
OLFURQ -DSDQ /WG -DSDQ
OLFURQ OHPRU\ -DSDQ * . -DSDQ
OLFURQ OHPRU\ 0ODOD\VLD 6" 0DOD\VLD
OLFURQ OHPRU\ 7DLZDQ &R /WG 7DLZDQ
OLFURQ 6HPLFRQGXFWRU $VLD //& 'HODZDUH
OLFURQ 6HPLFRQGXFWRU $VLD 2SHUDWLRQV 3WH /WG6LQJDSRUH
OLFURQ 6HPLFRQGXFWRU $VLD 3WH /WG 6LQJDSRUH
OLFURQ 6HPLFRQGXFWRU 3URGXFWV ,QF ,GDKR
OLFURQ 6HPLFRQGXFWRU 7DLZDQ &R /WG 7DLZDQ
OLFURQ 6HPLFRQGXFWRU :LYDQ &R /WG &KLQD
OLFURQ 7HFKQRORJ\ % 9 1HWKHUODQGYV
OLFURQ 7HFKQRORJ\ 7DLZDQ ,QF 7DLZDQ
OLFURQ 7HFKQRORJ\ 8WDK //& 'HODZDUH

7KH DERYH OLVW RI VXEVLGLDULHV Rl VXEWR Q LZKEKHMORQYV L GHU HRE LY WAHKCH

DV D VLQJOH VXEVLGLDU\

ZRXOG QRW FRQVWLWXWH D VLIJQLILFDQW VXEVLG
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‘H KHUHE\ FRQVHQW WR WKH LQFRUSRUDWLRQ E\ UHIHUHQFH LQ WKH 5HJLVW
DQG )RUP 6 )LOH 1RV

RI OLFURQ 7THFKQRORJ\ ,QF2RW REHUUHSFIDW GOWW&
WKH ILQDQFLDO VWDWHPHQWY DQG ILQDQFLDO VWDWHPHQW VFKHGXOH DQG
UHSRUWLQJ ZKLFK DSSHDUV LQ WKLV )RUP

V 3ULFHZDWHUKRXVH&RRSHUV //3

6DQ -RVH &DOLIRUQLD
2FWREHU
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6DQMD\ OHKURWUD FHUWLI\ WKDW
, KDYH UHYLHZHG WKLV $QQXDO 5HSRUW RQ )RUP . RI OLFURQ 7THFKQROR

%DVHG RQ P\ NQRZOHGJH WKLV UHSRUW GRHV QRW FRQWDLQ DQ\ XQWUXt
PDWHULDO IDFW QHFHVVDU\ WR PDNH WKH VWDWHPHQWY PDGH LQ OLJKW
VWDWHPHQWY ZHUH PDGH QRW PLVOHDGLQJ ZLWK UHVSHFW WR WKH SHU|

%DVHG RQ P\ NQRZOHGJH WKH ILQDQFLDO VWDWHPHQWY DQG RWKHU ILQ
SUHVHQW LQ DOO PDWHULDO UHVSHFWV WKH ILQDQFLDO FRQGLWLRQ UHV
RI DQG IRU WKH SHULRGV SUHVHQWHG LQ WKLV UHSRUW

7KH UHJLVWUDQW V RWKHU FHUWLI\LQJ RIILFHU V DQG , DUH UHVSRQVLEC
FRQWUROV DQG SURFHGXUHV DV GHILQHG LQ ([FKDQJH $FW 5XOHV D H
ILQDQFLDO UHSRUWLQJ DV GHILQHG LQ ([FKDQJH $FW 5XOHV D | DQG

D '"HVLIJQHG VXFK GLVFORVXUH FRQWUROVY DQG SURFHGXUHVY RU FDXVHG
EH GHVLIQHG XQGHU RXU VXSHUYLVLRQ WR HQVXUH WKDW PDWHULDO
FRQVROLGDWHG VXEVLGLDULHV LV PDGH NQRZQ WR XV E\ RWKHUV ZLW
LQ ZKLFK WKLY UHSRUW LV EHLQJ SUHSDUHG

E '"HVLIJQHG VXFK LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ RU
UHSRUWLQJ WR EH GHVLIJQHG XQGHU RXU VXSHUYLVLRQ WR SURYLGH U
ILQDQFLDO UHSRUWLQJ DQG WKH SUHSDUDWLRQ RI ILQDQFLDO VWDWHP
JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHYV

F (YDOXDWHG WKH HIITHFWLYHQHVY RI WKH UHJLVWUDQW V GLVFORVXUH F
UHSRUW RXU FRQFOXVLRQVY DERXW WKH HIIHFWLYHQHVV RI WKH GLVFOF
WKH SHULRG FRYHUHG E\ WKLY UHSRUW EDVHG RQ VXFK HYDOXDWLRQ

G 'LVFORVHG LQ WKLV UHSRUW DQ\ FKDQJH LQ WKH UHJLVWUDQW V LQWHI!
GXULQJ WKH UHJLVWUDQW V PRVW UHFHQW ILVFDO TXDUWHU WKH UHJL
DQQXDO UHSRUW WKDW KDV PDWHULDOO\ DIIHFWHG RU LV UHDVRQDEC
FROWURO RYHU ILQDQFLDO UHSRUWLQJ DQG

7KH UHJLVWUDQW V RWKHU FHUWLI\LQJ RIILFHU V DQG , KDYH GLVFORVHC
FROQWURO RYHU ILQDQFLDO UHSRUWLQJ WR WKH UHJLVWUDQW V DXGLWRL
GLUHFWRUV RU SHUVRQV SHUIRUPLQJ WKH HTXLYDOHQW IXQFWLRQV

D $00 VLIJQLILFDQW GHILFLHQFLHY DQG PDWHULDO ZHDNQHVVHYV LQ WKH
ILQDQFLDO UHSRUWLQJ ZKLFK DUH UHDVRQDEO\ OLNHO\ WR DGYHUVHO\
VXPPDUL]JH DQG UHSRUW ILQDQFLDO LQIRUPDWLRQ DQG

E $Q\ IUDXG ZKHWKHU RU QRW PDWHULDO WKDW LQYROYHV PDQDJHPHQV
UROH LQ WKH UHJLVWUDQW V LQWHUQDO FRQWURO RYHU ILQDQFLDO UF

'DWH2FWREHU V 6DQMD\ OHKURWUD

OHKURWUD
LGHQW DQG &KLHI ([HFXWLYH 2IILFHLU
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'‘DYLG $ =LQVQHU FHUWLI\ WKDW
, KDYH UHYLHZHG WKLV $QQXDO 5HSRUW RQ )RUP . RI OLFURQ 7THFKQROR

%DVHG RQ P\ NQRZOHGJH WKLV UHSRUW GRHV QRW FRQWDLQ DQ\ XQWUXt
PDWHULDO IDFW QHFHVVDU\ WR PDNH WKH VWDWHPHQWY PDGH LQ OLJKW
VWDWHPHQWY ZHUH PDGH QRW PLVOHDGLQJ ZLWK UHVSHFW WR WKH SHU|

%DVHG RQ P\ NQRZOHGJH WKH ILQDQFLDO VWDWHPHQWY DQG RWKHU ILQ
SUHVHQW LQ DOO PDWHULDO UHVSHFWV WKH ILQDQFLDO FRQGLWLRQ UHV
RI DQG IRU WKH SHULRGV SUHVHQWHG LQ WKLV UHSRUW

7KH UHJLVWUDQW V RWKHU FHUWLI\LQJ RIILFHU V DQG , DUH UHVSRQVLEC
FRQWUROV DQG SURFHGXUHV DV GHILQHG LQ ([FKDQJH $FW 5XOHV D H
ILQDQFLDO UHSRUWLQJ DV GHILQHG LQ ([FKDQJH $FW 5XOHV D | DQG

D '"HVLIJQHG VXFK GLVFORVXUH FRQWUROVY DQG SURFHGXUHVY RU FDXVHG
EH GHVLIQHG XQGHU RXU VXSHUYLVLRQ WR HQVXUH WKDW PDWHULDO
FRQVROLGDWHG VXEVLGLDULHV LV PDGH NQRZQ WR XV E\ RWKHUV ZLW
LQ ZKLFK WKLY UHSRUW LV EHLQJ SUHSDUHG

E '"HVLIJQHG VXFK LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ RU
UHSRUWLQJ WR EH GHVLIJQHG XQGHU RXU VXSHUYLVLRQ WR SURYLGH U
ILQDQFLDO UHSRUWLQJ DQG WKH SUHSDUDWLRQ RI ILQDQFLDO VWDWHP
JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHYV

F (YDOXDWHG WKH HIITHFWLYHQHVY RI WKH UHJLVWUDQW V GLVFORVXUH F
UHSRUW RXU FRQFOXVLRQVY DERXW WKH HIIHFWLYHQHVV RI WKH GLVFOF
WKH SHULRG FRYHUHG E\ WKLY UHSRUW EDVHG RQ VXFK HYDOXDWLRQ

G 'LVFORVHG LQ WKLV UHSRUW DQ\ FKDQJH LQ WKH UHJLVWUDQW V LQWHI!
GXULQJ WKH UHJLVWUDQW V PRVW UHFHQW ILVFDO TXDUWHU WKH UHJL
DQQXDO UHSRUW WKDW KDV PDWHULDOO\ DIIHFWHG RU LV UHDVRQDEC
FROWURO RYHU ILQDQFLDO UHSRUWLQJ DQG

7KH UHJLVWUDQW V RWKHU FHUWLI\LQJ RIILFHU V DQG , KDYH GLVFORVHC
FROQWURO RYHU ILQDQFLDO UHSRUWLQJ WR WKH UHJLVWUDQW V DXGLWRL
GLUHFWRUV RU SHUVRQV SHUIRUPLQJ WKH HTXLYDOHQW IXQFWLRQV

D $00 VLIJQLILFDQW GHILFLHQFLHY DQG PDWHULDO ZHDNQHVVHYV LQ WKH
ILQDQFLDO UHSRUWLQJ ZKLFK DUH UHDVRQDEO\ OLNHO\ WR DGYHUVHO\
VXPPDUL]JH DQG UHSRUW ILQDQFLDO LQIRUPDWLRQ DQG

E $Q\ IUDXG ZKHWKHU RU QRW PDWHULDO WKDW LQYROYHV PDQDJHPHQV
UROH LQ WKH UHJLVWUDQW V LQWHUQDO FRQWURO RYHU ILQDQFLDO UF
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, 6DQMD\ OHKURWUD FHUWLI\ SXUVXDQW WR 8 6 & DV DGRSWHG SXU\
$FW RI WKDW WKH $QQXDO 5HSRUW RI OLFURQ 7HFKQR O8RS W,IQFFE R )RUP
IXOO\ FRPSOLHV ZLWK WKH UHTXLUHPHQWYV RI 6HFWLRQ D RU G RI
LQIRUPDWLRQ FRQWDLQHG LQ WKH $QQXDO 5HSRUW RQ )RUP . IDLUO\ SUH)\
FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV RI OLFURQ 7HFKQRORJ\ ,QF
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'DYLG $ =LQVQHU FHUWLI\ SXUVXDQW WR 8 6 & DV DGRSWHG SXUV
$FW RI WKDW WKH $QQXDO 5HSRUW RI OLFURQ 7HFKQR O8RS W,IQFFE R )RUP
IXOO\ FRPSOLHV ZLWK WKH UHTXLUHPHQWYV RI 6HFWLRQ D RU G RI
LQIRUPDWLRQ FRQWDLQHG LQ WKH $QQXDO 5HSRUW RQ )RUP . IDLUO\ SUH)\
FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV RI OLFURQ 7HFKQRORJ\ ,QF
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