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&RPPLVVLRQ )LOH 1XPEHU

J)HUUDUL 1 9

([DFW 1DPH RI 5HJLVWUDQW DV 6SHFLILHG LQ ,WV &KDUWHU

7KH 1HWKHUODQGV
-XULVGLFWLRQ RI ,QFRUSRUDWLRQ RU 2UJDQL]DWLRQ

9LD $EHWRQH ,QIHULRUH Q
, ODUDQHOOR 02
,WDO\
7HO 1R
$GGUHVV RI 3ULQFLSDO ([HFXWLYH 2IILFHV

$QWRQLR 3LFFD 3LFFRQ
7HO 1R
)DFVLPLOH 1R
9LD $EHWRQH ,QIH U LFOUHD QH O O R/ DR\
1DPH 7HOHSKRQH ( PDLO DQG RU )DFVLPLOH QXPEHU DQG $GGUHVV RI &RPSD(

6HFXULWLHYV UHJLVWHUHG SXUVXDQW WR 6HFWLRQ E RI WKH $FW



1DPH RI HDFK H[FKDQJH RQ ZKL]I
7LWOH RI HDFK FODVV 7UDGLQJ 6\PERO V UHJLVWHUHG
&RPPRQ 6KDUHYVY SDU YDOXH RI » BPE(K 1HZ <RUN 6WRFN ([FKDQJH

6HFXULWLHY UHJLVWHUHG SXUVXDQW WR 6HFWLRQ J RI WKH $FW 1

6HFXULWLHV IRU ZKLFK WKHUH LV D UHSRUWLQJ REOLJDWLRQ SXUVXDQW WR 6l

,QGLFDWH WKH QXPEHU RI RXWVWDQGLQJ VKDUHV RI HDFK RI WKH LVVXHUpV FODVVHV RI FEL
UHSRUW FRPPRQ VKDUHV SDU YDOXH » VSHELDODURWDQ@QGVKDUHY SDU YDOXH » SHU VKI
,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV D ZHOO NQRZQUMDVRIMG LVVXHU DV GH

, I WKLY UHSRUW LV DQ DQQXDO RU WUDQVLWLRQ UHSRUW LQGLFDWH E\ FKHFN PDUN LI WK
WKH 6HFXULWLHV $iFW Rl <HV

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG DOO UHSRUWYVY UHTXL

GXULQJ WKH SUHFHGLQJ PRQWKY RU IRU VXFK VKRUWHU SHULRG WKDW WKH UHJLVWUDQ
UHTXLUHPHQWYV IRU<JMKH SDRW GD\V

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLWWHG HOHFWURQLFDOON\ t
5HIJXODWLRQ 6 7 ¥ Rl WKLV FKDSWHU GXULQJ WKH SUHFHGLQJ PRQWKY RU IRU VXFK \
<HYV 1R

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUDWHG ILOHU D
6HH WKH GHILQLWLRQV RI 20DUJH DFFHOHUDWHG ILOHU® 2DFFHOHUDWHG ILOHU® DQG 2HPHUJL

/DUJH DFFHOHUDWH@G ILOHU $FFHOHUDWHG ILOBIU 1RQ DFFHOHUDWHGbDILOHU
(PHUJLQJ JURZWK FRBSDQ\

.1 DQ HPHUJLQJ JURZWK FRPSDQ\ WKDW SUHSDUHV LWV ILQDQFLDO VWDWHPHQWY LQ DFFRU
HOHFWHG QRW WR XVH WKH H[WHQGHG WUDQVLWLRQ SHULRG IRU FRPSO\LQJ ZLWK DQ\ QHZ RU
RI WKH ([FKDRQJH $FW

7KH WHUP 2QHZ RU UHYLVHG ILQDQFLDO DFFRXQWLQJ VWDQGDUG?* UHIHUV WR DQ\ XSGDWH L
6WDQGDUGY &RGLILFDWLRQ DIWHU $SULO

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG D UHSRUW RQ DQG DWWH\
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ XQGHU 6HFWLRQ E RI WKH 6DUEDQHV 2[OH\ $FW a
RU LVVXHG LWY¥ DXGLW UHSRUW

] VHFXULWLHYV DUH UHJLVWHUHG SXUVXDQW WR 6HFWLRQ E RI WKH $FW LQGLFDWH E\ Fk
ILOLQJ UHIOHFW WKH FRUUHFWLRQ RI DQ HWURU WR SUHYLRXVO\ LVVXHG ILQDQFLDO VWDWHPH

,QGLFDWH E\ FKHFN PDUN ZKHWKHU DQ\ RI WKRVH HUURU FRUUHFWLRQVY DUH UHVWDWHPHQ\
UHFHLYHG E\ DQ\ RI WKH UHJLVWUDQWMYV H[HFXWLYH RIILFHUV GXULQJ WKH UHOHYDQW UHFRY}

,QGLFDWH E\ FKHFN PDUN ZKLFK EDVLV RI DFFRXQWLQJ WKH UHJLVWUDQW KDV XVHG WR SU|

86 *$$8 ,QWHUQDWLRQDO )LQDQML\D QVABHGRUBLYKIBWQOWEDQOWLRQDO2MWIFIRXQWLQJ 6WDQGDUC
1 22WKHU® KDV EHHQ FKHFNHG LQ UHVSRQVH WR WKH SUHYLRXV TXHVWLRQ LQGLFDWH E\ F
IROORZ ,WH®U ,WHP
.l WKLV LV DQ DQQXDO UHSRUW LQGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV I
<HW% 1R
$33/,&%$%/( 21/< 72 ,668(56 ,192/9(' ,1 %$1.5837&< 352&((',1*6 '85,1* 7+( 3$67 ),9( <($56
,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG DOO GRFXPHQWY DQG UHSRU
$FW RI VXEVHTXHQW WR WKH GLVWULEXWLRQ RI VHFXURWLHY XQGHU D SODQ FRQILUPHG E\
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%RDUG 5HSRUW
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LOQWURGXFWLRQ _
&HUWDLQ 'HILOQHG 7HUPV DQG 1RWH RQ 3UHVHQWDWLRQ
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&QUHDWLQJ 9DOXH IRU 2XU 6KDUHKROGHUYV

5LVN )DFWRUV _
2YHUYLHZ
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2YHUYLHZ RI 2XU %XVLQHVV
JLODQFLDO 2YHUYLHZ
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&RUSRUDWH *RYHUQDQFH _
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&RQWUROV DQG 3URFHGXUHYV

JLQDQFLDO 6WDWHPHQWYV

&RQVROLGDWHG )LOQDQFLDO 6WDWHPHQWY DW DQG IRU WKH \HDU HQGHG 'H
5HSRUW RI .QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP
&RQVROLGDWHG ,QFRPH 6WDWHPHQW
&RQVROLGDWHG 6WDWHPHQW RI &RPSUHKHQVLYH ,QFRPH
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JRUP ) &URVY 5HIHUHQFH

6LIQDWXUHV _
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9LFH &KDLUPDQ
3LHUR )HUUDUL

'LUHFWRUYV
'HOSKLQH $UQDXOW
JUDQFHVFD %HOOHWWLQL
(GG\ &XH

6HUJLR 'XFD
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7RPPDVR *KLGLQL
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, QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWL(

'"HORLWWH 7TRXFKH 6 S $



QWURGXFWLRQ

$ERXW WKLV UHSRUW

7KLY GRFXPHQW UHIHUUHG WR KHUHDIWHU DV WKH 23QQXDO 5HSRUW I
VWDWXWRU\ DQQXDO UHSRUW LQ DFFRUGDQFH ZLWK "XWFK OHJDO UHTXLUH
) 2)RUP )3 DSSOLFDEOH WR )RUHLJQ 3ULYDWH ,VVXHUV SXUVXDQW W
6HFXULWLHYV ([FKDQJH $FW RI RlI YHBEHPPHUL 9 HI[RYH SMK B M\ HDRUIWH @G GHHEO R Z

JRU WKH FURVV UHIHUHQFHV RI WKH FRQWHQWYV RI WKLV GRFRBPRQW W
) &URVV 5HMNAHHMAQIFRQ LQFOXGHG HOVHZKHUH LQ WKLV GRFEXPHQW

7KLV $QQXDO 5HSRUW LV ILOHG ZLWK WKH 1HWKWRODQYE YW X WKRQE M\

WKH 2$)0® 7KH IROORZLQJ VHFWLRQV KDYH EHHQ UHPRYHG IRU RXU $QQXD(
+ JRUP ) FRYHU SDJH

+ &RUSRUDWH *RYHGQYBQFHY EHWZHHQ 'XWFK &RUSRUDWH *RYHUQDQFH

¥ 5HSRUW RI ,QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP LQ |
IRU WKH 6(& ILOLQJ

¥ 5HSRUW RI ,QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP LC
VWDWHPHQWY IRU WKH 6(& ILOLQJ

$ ([KLELWYV
+ JRUP ) &URVV 5HIHUHQFH DQG
+ 6LJQDWXUHV

7KLY $QQXDO 5HSRUW DQG WKH H[KLELWYVY KHUHWR DUH ILOHG ZLWK W
DQG XQOHVV RWKHUZLVH VWDWHG DOO UHIHUHQFHV LQ WKLV GRFXPHQW V

KDYH EHHQ UHPRYHG IRU RXU )RUP ) ILOLQJ ZLWK WKH 6(&
$+ /HWWHU IURP WKH &KDLUPDQ DQG WKH &KLHI ([HFEXWLYH 2IILFHU
t 2XWORRN
+ &RUSRUDWH *RYHUQDQFH * 'LVFORVXUHV SXUVXDQW WR 'HFUHH $UWLF
$+ &RUSRUDWH *RYHUQDQFH * 5HVSRQVLELOLWLHYV LQ UHVSHFW WR WKH ¢
$ 6XVWDLQDELOLW\ 6WDWHPHQW
$ &RPSDQ\ )LQDQFLDO 6WDWHPHQWYV
$ 2WKHU ,QIRUPDWLRQ + $GGLWLRQDO ,QIRUPDWLRQ IRU 1IHWKHUODQGYV
$ ,QGHSHQGHQWHBRGMWNRBHSRUW RQ WKH DXGLW RI WKH ILQDQFLDO VW

UHVSHFW RI WKH $)0 ILOLQJ

'RFEXPHQWY RQ 'LVSOD\

7KH 6(& PDLQWDLQV DQ LQWHUQHW VLWH WKDW FRQWDLQV UHSRUWYV
UHJDUGLQJ LVVXHUV WKDW ILOH HOHFWURQLFRWW®'S ZLAZK WHKHH BGIS UHYRO R G
6(&uV ZHEVLWH LV SURYLGHG VROHO\ IRU LQIRUPDWLRQ SXUSRVHV DQG L
LQIRUPDWLRQ FRQFHUQLQJ WKH EXVLQHVV RI )HUUDUL PD\ DOVR EH LQVSFH
:DOO 6WUHHW 1HZ <RUN 1< 8QLWHG 6WDWHV

‘H DOVR PDNH RXU SHULRGLF UHSRUWY DV ZHOO DV RWKHU LQIRUPDW
FKDUJH WKURXJK RXU ZHEVLWH DW KWWSV ZzZZ IHUUDUL FRP HQ (1 FRUSR



DQG RWKHU LQIRUPDWLRQ DUH HOHFWURQLFDOO\ ILOHG ZLWK RU IXUQLVKH
DQ\ RWKHU HQWLW\ LV QRW LQFRUSRUDWHG E\ UHIHUHQFH LQ WKLV GRFXPH

7KLY GRFXPHQW LV D 3') FRS\ RI WKH $QQXDO 5HSRHWHREHUUUDQ@G 1 9
LV QRW SUHVHQWHG LQ WKH (6() IRUPDW DV VSHFLILHG LQ WKH 5HIXODWRU
7KH RIILFLDO $QQXDO 5HSRUW RI )HUUDUL 1 9 LQ (6() VLQJOH UHSR
RQ )HUUDULpV ZHEVLWH



&HUWDLQ "HILQHG 7HUPV DQG 1RWH RQ 3UHVHQ

&HUWDLQ 'HILQHG 7HUPYV

,Q WKLV UHSRUW XQOHVV RWKHUZLVH VSHFLILHG WKH WHUPV 2ZH3 2
UHIHU WR )HUUDUL 1 9 LQGLYLGXDOO\ RU WRIJHWKHU ZLWK LWV VXEVLGLD
UHIHU WR WKH UHJLVWUDQW

,Q WKLV UHSRUW

2% $XWR RPDRAY &$ $XWR %DQN 6 S$ IRUPHUO\ )&$ %DQN 6 S $ 2)&S$
E\ WKH 6WHOODQWLYV *URXS RI LWV SHUFHQW RZQHUVKLS LQWHUHVW LQ )
LV D ZKROO\ RZQHG VXEVLGLDU\ Rl &UpGLW $JULFROH &RQVXPHU )LQDQ

2)&$3*PHDQV )LDW &KU\WOHU $XWRPRELOHV 1 9 VXEVHTXHQWO\ UHDPF
PHUJHU ZLWK 3HXJHRW 6 $ LQ -DQXDU\ WKH IRUPHU *URXS KROGLQJ
VHSDUDWLRQ LQ JRU LQIRUPDW PR @ HIHQ BIWL QLUVWR W KRH WHSID &BPDMEIR@\ 2 V|

2))6 *PE+HUUDUL )LQDQFLDO 6HUYLFHV *PE+ PHDQV D *HUPDQ HQWLW\
PDUNHWYV LQ (0($ SULPDULO\ WKH 8. *HUPDQ\ DQG 6ZLW]JHUODQG ))6 *PE+

207¢$ PHDQV OHUFDWR 7HOHPDWLFR $]JLRQDULR VXEVHTXHQWO\ UHQI
FRPSOHWHG WKH OLVWLQJ RI LWV FRPPRQ VKDUHV RQ -DQXDU\

21<6(3PHDQV WKH 1HZ <RUN 6WRFN ([FKDQJH
1RWH RQ 3UHVHQWDWLRQ

7KLV $QQXDO 5HSRUW LQFOXGHV WKH FRQVROLBPMAEHULQDQELDO VWL
DQG IRU WKH \HDUV HQGHG 'BIEBPBHWBISDUHG LQ DFFR UGIFFRK @WW® JWSKAHD () ¢
2 )56 $FFRXQWLQJ 6WDQGDUGV: DV LVVXHG E\ WKH ,QWHUQDWLRQDO $FF
$FFRXQWLQJ 6WDQGDUGY DV DGRSWHG E\ WKH (XURSHDQ 8QLRQ WKURX.
BWDQGDUGYV UHIHU WR ERWK ,)56 $FFRXQWLQJ 6WDQGDUGYV DV LVVXHG E\ W
(XURSHDQ 8QLRQ XQOHVV VSHFLILHG RWKHUZLVH 7KHUH LV QR HIIHFW R
GLIIHUHQFHY EHWZHHQ ,)56 $FFRXQWLQJ 6WDQGDUGV DV LVVXHG E\ WKH
(XURSHDQ 8QLRQ 7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKH
FROOHFWLYHO\ DV WKH 2&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWV?

%DVLV RI 3UHSDUDWLRQ Rl WKH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

7KH *URXSuV ILQDQFLDO LQIRUPDWLRQ LV SUHVHQWHG LQ (XUR ,Q VRI
$00 UHIHUHQFHV LQ WKLV GRFXPHQW WR 2(XUR?® DQG 2»% UHIHU WR WKH FXlI
(FRQRPLF DQG ORQHWDU\ 8QLRQ SXUVXDQW WR WKH 7UHDW\ RQ WKH )XQF
UHIHUHQFHV WR 28 6 'ROODUV:® DQG 2 3 UHIHU WR WKH FXUUHQF\ Rl WKH 8QlI

7KH ODQJXDJH RI WKLV $QQXDO 5HSRUW LV (QJOLVK &HUWDLQ OHJLVC
WKHLU RULJLQDO ODQJXDJH LQ RUGHU WKDW WKH FRUUHFW WHFKQLFDO PH

7KH ILQDQFLDO GDWDQD®MPI® 2MAWYRZHQWHG LQ PLOOLRQV RI (XUR
SUHVHQWHG DUH FDOFXODWHG XVLQJ WKH XQGHUO\LQJ ILJIXUHV LQ WKRXVD

&HUWDLQ WRWDOV LQ WKH WDEOHV LQFOXGHG LQ WKLV GRFXPHQW PD\

([FHSW DV RWKHUZLVH GLVFORVHG ZLWKLQ WKLYV $QQXDO 5HSRUW QR
&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV



JRUZDUG /RRNLQJ 6WDWHPHQWYV

6WDWHPHQWY FRQWDLQHG LQ WKLV $QQXDO 5HSRUW SDUWLFXODU!
SHUIRUPDQFH FRPSHWLWLYH VWUHQJWKYVY FRVWY GLYLGHQGVY UHVHUYHV
SURMHFWLRQV DUH 2IRUZDUG ORRNLQJ VWDWHPHQWYVY3 WKDW FRQWDLQ UL
2ZLOO0O® 2H[SHFW?3 2FRXO0OG?3® 2VKRXOG:® 2LQWHQG3® 2HVWLPDWH?® 2DQWLFL:
2VXFFHVVIX0O3® 2JURZ® 2GHVLJQ® 2WDUJHW:?3* 2REMHFWLYH3 2JRDO3 ?2IRUHI
2JXLGDQFH® DQG VLPLODU H[SUHVVLRQV DUH XVHG WR LGHQWLI\ IRUZDUG O
WKH UHVSHFWLYH FXUUHQW YLHZV RI )HUUDUL ZLWK UHVSHFW WR IXWXUH |
FDXVH DFWXDO UHVXOWYV WR GLIIHU PDWHULDOO\ I[URP WKRVH LQGLFDWHG
LOQFOXGH ZLWKRXW OLPLWDWLRQ
RXU DELOLW\ WR SUHVHUYH DQG HQKDQFH WKH YDOXH RI WKH )HUUDUL
RXU DELOLW\ WR DWWUDFW DQG UHWDLQ TXDOLILHG SHUVRQQHO
WKH VXFFHVV RI RXU UDFLQJ DFWLYLWLHYV

RXU DELOLW\ WR NHHS XS ZLWK DGYDQFHV LQ KLJK SHUIRUPDQFH FC
LQWHJUDWLQJ HOHFWULF WHFKQRORJ\ PRUH EURDGO\ LQWR RXU FDU
QHZ PRGHOV

f LQFUHDVHV LQ FRVWYV DOVR DV D UHVXOW RI LQFUHDVLQJO\ VWULQJH(
RlI VXSSO\ RU VKRUWDJHV RI FRPSRQHQWY DQG UDZ PDWHULDOV

¥ RXU DELOLW\ WR VXFFHVVIXOO\ FDUU\ RXW RXU FRQWUROOHG YROXPI
JURZWK PDUNHW FRXQWULHYV

$ FKDQJHV LQ JHQHUDO HFRQRPLF FRQGLWLRQV LQFOXGLQJ FKDQJHV L
GHPDQG IRU OX[XU\ JRRGV LQFOXGLQJ KLJK SHUIRUPDQFH OX[XU\ FDU

+ PDFUR HYHQWV SDQGHPLFV DQG FRQIOLFWV LQFOXGLQJ WKH RQJRLQ
WKH UHODWHG LVVXHV SRWHQWLDOO\ LPSDFWLQJ VRXUFLQJ DQG WUDC

WUDGLQJ SROLFLHVY DQG WDULIIV
FRPSHWLWLRQ LQ WKH OX[XU\ SHUIRUPDQFH DXWRPRELOH LQGXVWU\
FKDQJHV LQ FOLHQW SUHIHUHQFHY DQG DXWRPRWLYH WUHQGYV

RXU DELOLW\ WR SUHVHUYH WKH YDOXH RI RXU FDUV RYHU WLPH DQ
HQWKXVLDVW FRPPXQLW\

GLVUXSWLRQV DW RXU PDQXIDFWXULQJ IDFLOLWLHY LQ ODUDQHOOR DQ

+ FOLPDWH FKDQJH DQG RWKHU HQYLURQPHQWDO LPSDFWV DV ZHOO D
HQYLURQPHQWDO PDWWHUV

+ RXU DELOLW\ WR PDLQWDLQ WKH IXQFWLRQDO DQG HIILFLHQW RSHUD\
DJDLQVW WKH ULVN RI F\EHUDWWDFNYV

¥ WKH DELOLW\ RI RXU FXUUHQW PDQDJHPHQW WHDP WR RSHUDWH DQG
NH\ PHPEHUV RI HIHFXWLYH PDQDJHPHQW DQG HPSOR\HHV

¥ WKH SHUIRUPDQFH RI RXU GHDOHU QHWZRUN RQ ZKLFK ZH GHSHQG IRU
¥ SURGXFW ZDUUDQWLHY SURGXFW UHFDOOV DQG OLDELOLW\ FODLPYV

¥ WKH VSRQVRUVKLS DQG FRPPHUFLDO UHYHQXHV DQG H[SHQVHV RI RXL
VSRUWY PRUH EURDGO\

¥ WKH SHUIRUPDQFH RI RXU OLIHVW\OH DFWLYLWLHV
¥ RXU DELOLW\ WR SURWHFW RXU LQWHOOHFWXDO SURSHUW\ ULJKWV DQ

¥ FKDQJHV LQ WD[ RU ILVFDO SROLFLHV DQG UHJXODWRU\ SROLWLFDO
RSHUDWH

t
t
t
t

H +H+ + ++

+H



RXU FRQWLQXHG FRPSOLDQFH ZLWK FXVWRPV UHIJXODWLRQV RI YDULR?>
ODERU UHODWLRQV DQG FROOHFWLYH EDUJDLQLQJ DIJUHHPHQWYV

RXU DELOLW\ WR HQVXUH WKDW RXU HPSOR\HHVY DJHQWY DQG UHSUHYV
HIFKDQJH UDWH IOXFWXDWLRQV LQWHUHVW UDWH FKDQJHVY FUHGLW U
RXU DELOLW\ WR VHUYLFH DQG UHILQDQFH RXU GHEW

RXU DELOLW\ WR SURYLGH RU DUUDQJH IRU DGHTXDWH DFFHVV WR ILQ]
WKH DGHTXDF\ RI RXU LQVXUDQFH FRYHUDJH WR SURWHFW XV DJDLQVYV
SRWHQWLDO FRQIOLFWY RI LOQOWHUHVW GXH WR GLUHFWRU DQG RIILFHU
RWKHU IDFWRUV GLVFXVVHG HOVHZKHUH LQ WKLY GRFXPHQW

H + + H+ H+ +H+ +H +H +H

‘H H[SUHVVO\ GLVFODLP DQG GR QRW DVVXPH DQ\ OLDELOLW\ LQ FRQC
ORRNLQJ VWDWHPHQWY LQ WKLV GRFXPHQW RU LQ FRQQHFWLRQ ZLWK DQ\
$FWXDO UHVXOWV FRXOG GLIIHU PDWHULDOO\ IURP WKRVH DQWLFLSDWHG
REOLJDWLRQ WR XSGDWH RU UHYLVH SXEOLFO\ DQ\ IRUZDUG ORRNLQJ VWDV

$GGLWLRQDO IDFWRUV ZKLFK FRXOG FDXVH DFWXDO UHVXOWY DQG GH
WKH IRUZDUG ORRNLQJ VWDWHPHRWW DD HMRUMKXGHTQ XQ OV KH S\RRIFV LARKH ¥ H
HIKDXVWLYH DQG VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK WKH RWKHU F
VKRXOG HYDOXDWH DOO IRUZDUG ORRNLQJ VWDWHPHQWY PDGH LQ WKLV UH



&UHDWLQJ 9DOXH IRU 2XU 6KDUHKROGHUYV

JHUUDUL LV RQH RI WKH ZRUOGuV OHDGLQJ OX[XU\ EUDQGY HQFRPSD\
WKUHH GLPHQVLRQV WKH 3UDQFLQJ +RUVH LV D VAIPERO RI H[FOXVLYLW\ LCcC

‘H DUH ILHUFHO\ SURWHFWLYH RI RXU EUDQG ZKLFK LV DPRQJ WKH PR
WR RXU YDOXH SURSRVLWLRQ WR RXU VWDNHKROGHUV :H VWULYH WR PDL
LQVSLUH LQ FOLHQWY DQG LQ RXU EURDGHU FRPPXQLW\ RI )HUUDUL ORYHU\

‘H SXUVXH VXVWDLQDEOH JURZWK ZKLOH SUHVHUYLQJ RXU XQLTXHQHV

,Q 6SRUWYV &DUV ZH UHOHQWOHVVO\ IRFXV RQ SUHVHUYLQJ SURGXFW
VWUHQJIJWKHQ WKLY UHODWLRQVKLS E\ UHZDUGLQJ RXU OR\DO FOLHQWV Wtk
XQSDUDOOHO DFWLYLWLHYV ZRUOGZLGH ORVW LPSRUWDQWO\ ZH RIIHU RX
QHZHVW PRVW H[FOXVLYH DQG KLJKHVW YDOXH FDUV

,Q 5DFLQJ ZH FRPSHWH DW WKH SLQQDFOH RI PRWRUVSRUW DOZD\V
UDFLQJ DUHQDV LQ RUGHU WR FRQWLQXH WR LQVSLUH WKH GUHDP UHPDLC
JHQHUDWLRQV WR FRPH

,Q /LIHVW\OH )HUUDUL GHVLJQV DQG FUHDWHV D VHOHFWLRQ RI SHU
HPERG\ WKH EUDQGuYV XQPLVWDNDEOH VW\OH DQG SDVVLRQ :‘H FRQWLQXH V
E\ RITHULQJ QHZ H[SUHVVLRQ RI RXU EUDQG WKDW DUH HDFK FRQVLVWHQW .

2XU FRPPLWPHQW WR H[FHOOHQFH DFURVV DOO RXU SURGXFWV DQG |
DQG GLVWLQFWLRQ LQ GHVLJQ HQJLQHHULQJ DQG FUDIWVPDQVKLS LV LQV
UHVSRQVLELOLW\ LQ FRQGXFWLQJ RXU EXVLQHVV %\ IXO0O\ LQWHJUDWLQ.
REMHFWLYHV ZH DUH DEOH WR LGHQWLI\ SRWHQWLDO ULVNV DQG FDSLWD(
LPSURYHPHQW

6XVWDLQDELOLW\ LV D FRUH HOHPHQW RI RXU JRYHUQDQFH PRGHO DQ
GHYHORSLQJ DQG DFKLHYLQJ RXU VXVWDLQDELOLW\ REMHFWLYHV XQGHU
GHPRQVWUDWLRQ RI WKLY FRPPLWPHQW LQ 2FWREHU ZH VWUHQJIJWKHQH
SODQ RXWOLQLQJ RXU XSGDWHG GHFDUERQL]DWLRQ VWUDWHJ\ WR

7TKH IRXQGDWLRQ RI D UHVSRQVLEOH FRPSDQ\ UHVWY RQ EHLQJ IXOC(
LOWHUFRQQHFWLRQ ZLWK LW DQG RXU XQGHUVWDQGLQJ RI ERWK WKH SR
PLWLIDWHG WKURXJK UHVSRQVLEOH PDQDJHPHQW

$00 RI WKH DERYH LV VWULFWO\ OLQNHG WR RXU SXUSRVH RI DXGDFL
YDOXHYV

f ,1',9,'8%/ $1' 7($0 2XU WDOHQWHG LQGLYLGXDOV DUH RXU JUHDWHVW |
HIWUDRUGLQDU\ E\ ZRUNLQJ WRIJHWKHU DV D WHDP %\ IRVWHULQJ LQ\
SHRSOH WKH SRVVLELOLW\ WR H[SUHVV WKHLU RZQ IXOO SRWHQWLDO

¥ 75%$',7,21 $1' ,1129%$7,21 7UDGLWLRQ DQG LQQRYDWLRQ GULYH HDFK RV
LV ZKDW IXHOV WKH )HUUDUL OHJHQG 2XU DELOLW\ WR FRPELQH UH
DUWLVDQDO FUDIWVPDQVKLS LV ZKDW HQDEOHV XV WR FUHDWH LFRQV

¥ 3%$66,21 $1' $&+,(9(0(127 )HUUDULpV UDFLQJ VSLULW OLYHVY RQ LQ HPRW
XOWLPDWHO\ EHFRPLQJ DQ DXWKHQWLF DWWLWXGH WRZDUGV OLIH 1F
HISHFWDWLRQV DQG WKHQ H[FHHGLQJ WKHP WR SXVK HYHU\ ERXQGD
RI DFKLHYHPHQW



7R HQVXUH WDQJLEOH ORQJ WHUP YDOXH FUHDWLRQ DQG D FRQWLQX
SDUWLFXODU HPSKDVLV RQ
¥ $ IJRYHUQDQFH PRGHO EDVHG RQ WUDQVSDUHQF\ DQG LQWHJULW\ IRVYV

f $ VDIH DQG HQYLURQPHQWDOO\ FRQVFLRXVY ZRUNSODFH LQFOXGLQJ H]I
KXPDQ ULJKWYV

¥ FRQWLQXLQJ SURIHVVLRQDO GHYHORSPHQW RI RXU HPSOR\HHV
¥ OXWXDOO\ EHQHILFLDO UHODWLRQVKLSYVY ZLWK RXU EXVLQHVV SDUWQH!

¥ OLWLIJDWLRQ RI HQYLURQPHQWDO LPSDFWV IURP RXU SURGXFWLRQ Sl
*+* HPLVVLRQV IRFXVLQJ RQ HQHUJ\ DQG PDWHULDOV



S5LVN )DFWRUYV

‘H IDFH D YDULHW\ RI ULVNV DQG XQFHUWDLQWLHY LQ RXU EXVLQHV)
XQFHUWDLQWLHY WKDW ZH IDFH $GGLWLRQDO ULVNV DQG XQFHUWDLQWLE
LPPDWHULDO PD\ DOVR EHFRPH LPSRUWDQW IDFWRUV WKDW DIIHFW XV

5LVNV 56HODWHG WR 2XU %XVLQHVYVY 6WUDWHJI\ DQG 2SHUDWLRQV

‘H PD\ QRW VXFFHHG LQ SUHVHUYLQJ DQG HQKDQFLQJ WKH YDOXH RI WKH )
DQG UHYHQXHYV

2XU ILQDQFLDO SHUIRUPDQFH LV LQIOXHQFHG E\ WKH SHUFHSWLRQ D
GHSHQGV RQ PDQ\ IDFWRUV VXFK DV WKH GHVLJQ SHUIRUPDQFH TXDOLW\
DSSHDO RI RXU GHDOHUVKLSY DQG VWRUHV WKH VXFFHVV Rl RXU SURPRW
ZHOO DV RXU JHQHUDO SURILOH LQFOXGLQJ RXU EUDQGMV LPDJH RI H[FO>
SUHPLXP SULFLQJ IRU JHUUDUL EUDQGHG SURGXFWV PD\ GHFOLQH LI ZH DL
EUDQG LQFOXGLQJ LQ SDUWLFXODU LWV DXUD RI H[FOXVLYLW\ ODLQWDL
DELOLW\ WR FRQWLQXH WR SURGXFH OX[XU\ SHUIRUPDQFH FDUV RI WKH KL.
OX[XU\ DXWRPRELOHV LQ SDUWLFXODU LV LQWHQVHO\ FRPSHWLWLYH DQG .
DSSHDO RI RXU EUDQG &OLHQW SUHIHUHQFHV SDUWLFXODUO\ DPRQJ OX]:
WKHUHIRUH H[SRVHG WR FKDQJLQJ SHUFHSWLRQV Rl RXU EUDQG LPDJH SD
DQG WR WKDW HQG ZH FRQWLQXRXVO\ UHQRYDWH DQG H[SDQG WKH UDC
QMDY HBRAMF HYILGH WKQRRI\  LOR RXU SIRDAWSRWRIR DG WH B WP BASRQH R RXU FTHON \R HBRMF
SRZHUWUDLQV DV ZHOO DV WR RWKHU QHZ WHFKQRORJLHV UHPDLQV XQN
EUDQG PD\ PDWHULDOO\ DQG DGYHUVHO\ DIIHFW RXU DELOLW\ WR VHOO RX!|
RXU EUDQG LQWR RWKHU DFWLYLWLHV SURILWDEO\ RU DW DOO

ORUH EURDGO\ RXU OLIHVW\OH VWUDWHJ\ ZLOO FRQWLQXH WR LQFUH
H[SHULHQFHV LQFOXGLQJ D ODUJH YDULHW\ RI )HUUDUL EUDQGHG DFFHVVF
LPDJH PD\ EH GLOXWHG RU WDLQWHG :H VHOHFWLYHO\ OLFHQVH WKH )HUUI
OX[XU\ JRRGVY DQG WKHUHIRUH ZH UHO\ RQ RXU OLFHQVLQJ SDUWQHUV WR
RU WKH PDQXIDFWXUHUV RI WKHVH SURGXFWY GR QRW PDLQWDLQ WKH VWD
ZLWK WKH )HUUDUL EUDQG RU LI VXFK OLFHQVHHV RU PDQXIDFWXUHUV R
LQWHJULW\ DQG YDOXH RI RXU EUDQG PD\ EH GDPDJHG DQG RXU EXVLQH
PDWHULDOO\ DQG DGYHUVHO\ DIITHFWHG

,Q DGGLWLRQ JLYHQ WKH ZLGHVSUHDG XVH DQG LQIOXHQFH RI VRFLD
\WH SUCH SBOHIBEQWHS DG HP HILQ) SDARP V|, | Z HABQERAKVH WHH FKOQHY FRWAH THARYHD - SURP RIM RXUSUIRGARWV DG
VHUYLFHV HIILFLHQWO\ FRPSO\ ZLWK DSSOLFDEOH ODZ DQG UHJXODWLRQV
DQG RXU RSHUDWLQJ UHVXOWY PD\ EH QHJDWLYHO\ LPSDFWHG ,Q DGGLW
WUXWKIXO RU QRW FRXOG UDSLGO\ GLVVHPLQDWH DQG KDUP WKH SXEOL
QHIJDWLYHO\ LPSDFW RXU EXVLQHVY UHVXOWYV RI RSHUDWLRQV DQG ILQDQ

, ZH DUH QRW DEOH WR DWWUDFW DQG UHWDLQ TXDOLILHG SHUVRQQHO 7
LPSOHPHQW RXU EXVLQHVV VWUDWHJ\

2XU VXFFHVV GHSHQGV LQ SDUW RQ RXU FRQWLQXLQJ DELOLW\ WR D'
DV PDLQWDLQLQJ WKH ULJKW EDODQFH EHWZHHQ LOQWHUQDO UHVRXUFHYV
RSHUDWLRQVY DQG WKH DYDLODELOLW\ RI WKH VNLOOV DQG H[SHUWLVH UH
EXVLQHVYV &RPSHWLWLRQ WR DWWUDFW WDOHQWHG HPSOR\HHV LV LQWHQ
UHTXLVLWH NQRZOHGJH DQG UHOHYDQW H[SHULHQFH ,Q DGGLWLRQ ZH PD\
RXU SHUVRQQHO DQG ZH PD\ QRW EH DEOH WR DWWUDFW DVVLPLODWH GF
VR FRXOG DGYHUVHO\ DITHFW RXU EXVLQHVY LQFOXGLQJ RXU DELOLW\ WR |



2XU EUDQG LPDJH GHSHQGYV LQ SDUW RQ WKH VXFFHVV RI RXU UDFLQJ DFWL

7KH SUHVWLJH LGHQWLW\ DQG DSSHDO RI WKH )HUUDUL EUDQG GHSH
DUH D NH\ FRPSRQHQW RI RXU PDUNHWLQJ VWUDWHJI\ DQG PD\ EH SHUFHLY
FDSDELOLWLHV RI RXU FDUV ZKLFK DOVR VXSSRUW WKH DSSHDO RI RWKHU
LPSURYLQJ WKH UHVXOWY RI RXU 6FXGHULD )HUUDUL UDFLQJ WHDP LQ WKH
SRVLWLRQ DV WKH SUHPLHU UDFLQJ WHDP LQ )RUPXOD DV RXU PRVW UHFI
ZHUH LQ DQG UHVSHFWLYHO\ ,I ZH DUH XQDEOH WR DWWUDFW DQC
FRPSHWLWLRQV RU GHYRWH WKH FDSLWDO QHFHVVDU\ WR IXQG VXFFHVVIXC(
RI RXU FDUV DQG RWKHU OX[XU\ JRRGV PD\ VXIIHU (YHQ LI ZzH DUH DEOH
DFWLYLWLHYVY WKHUH LV QR DVVXUDQFH WKDW WKLY ZLOO OHDG WR FRPSHW

7KH VXFFHVV RI RXU UDFLQJ WHDPV GHSHQGV LQ SDUWLFXODU RQ RX
PDQDJHPHQW DQG HQJLQHHULQJ WDOHQW 2XU SULPDU\ )RUPXOD GULYHU
JHUUDUL DUH FULWLFDO WR WKH VXFFHVV RI RXU 6FXGHULD )HUUDUL UDFL!
PDWHULDO DGYHUVH HIIHFW RQ RXU VXFFHVV DQG FRUUHVSRQGLQJO\ WKH
RU WR DWWUDFW UHWDLQ DQG LQFHQWLYL]H GULYHUV DQG WHDP PDQDJHL
RI RXU UDFLQJ WHDPV PD\ VXIIHU ,Q DGGLWLRQ WKH FDSV RQ VSHQGLQJ L
DELOLW\ WR UHVWRUH R X242 XD BHYHOYUHMPURPQRH PXOD DFWLYLWLHV PD\ C
PD\ JURZ%HFDXVH WKH VXFFHVV Rl RXU UDFLQJ WHDPV IRUPV D ODUJH SDL
UDFLQJ VXFFHVV FRXOG GHWUDFW IURP WKH )HUUDUL EUDQG DQG DV D UF
DQG WKHLU SHUFHSWLRQ RI RXU FDUV ZKLFK FRXOG KDYH DQ DGYHUVH H
FRQGLWLRQ

. ZH DUH XQDEOH WR NHHS XS ZLWK DGYDQFHV LQ KLJK SHUIRUPDQFH FDU
VXIITHU

3HUIRUPDQFH FDUV DUH FKDUDFWHUL]JHG E\ OHDGLQJ HGJH WHFKQROR.
UDFLQJ WHFKQRORJ\ RIWHQ OHDG WR LPSURYHG WHFKQRORJ\ LQ URDG FDU
ZH PD\ EH XQDEOH WR PDLQWDLQ RXU OHDGLQJ SRVLWLRQ LQ KLJK SHUIR
SRVLWLRQ PD\ VXIIHU $V WHFKQRORJLHV FKDQJH ZH SODQ WR XSJUDGH F
FRQWLQXH WR SURYLGH FDUV ZLWK WKH ODWHVW WHFKQRORJ\ +RZHYHU
FDUV LI ZH DUH QRW DEOH WR GHYHORS VRXUFH DQG LQWHJUDWH WKH OD\
SHUIRUPDQFH FDUV KDV EHHQ LQFUHDVLQJO\ PRYLQJ WRZDUGV WKH XVH DC
DW D VORZHU SDFH FRPSDUHG WKH LRQWEBRGNXAWLRKKRF GOV FBHH. F WHFKQRC
ORQJ WHUP VXFFHVY HSHFMHWWKDMWQWKH IXWXUH JHQHUDWLRQ RI FDUV ZLO
SXUSRVHV RI LQIRWDLQPHQW VDIHW\ DQG UHJXODWRU\ FRPSOLDQFH DQG
UHTXLUH VLJQLILFDQW LQYHVWPHQWY LQ UHVHDUFK DQG GHYHORSPHQW 7
LQWHJUDWHG LQWR WKH FDU WHFKQRORJ\ ZKLFK PD\ KDYH DPRQJ RWKH
RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

'"HYHORSLQJ RU DFTXLULQJ DQG DSSO\LQJ QHZ DXWRPRWLYH WHFKQRO
WKH IXWXUH DV DYDLODEOH WHFKQRORJ\ DGYDQFHY DQG FRPSHWLWLRQ LQ
GR QRW OHDG WR LPSURYHPHQWYV LQ FDU SHUIRUPDQFH UHODWLYH WR RXL
FRPSDUDEOH UHVXOWYVY WKH VDOHV RI RXU FDUV RU RXU SURILWDELOLW\ PI

,] RXU FDUV GR QRW SHUIRUP DV H[SHFWHG RXU DELOLW\ WR GHYHORS PDU

2XU FDUV PD\ FRQWDLQ GHIHFWV LQ GHVLJQ DQG PDQXIDFWXUH WKDW
UHTXLUH UHSDLU 7KHUH FDQ EH QR DVVXUDQFH WKDW ZH ZLOO EH DEOH V
FRQVXPHUV 2XU FDUV PD\ QRW SHUIRUP LQ OLQH ZLWK RXU FOLHQWVpu HYR
SHUIRUPDQFH FKDUDFWHULVWLFV Rl RWKHU FDUV FXUUHQWO\ DYDLODEOH
ORQJHYLW\ RI FXUUHQW FDUV DQG PD\ QRW EH DV HDV\ WR UHSDLU DV RW
LQ SDUWLFXODU DV ZHOO DV FDUV ZLWK KLJKHU LQIRWDLQPHQW DQG FRQ
SURQH WR PDOIXQFWLRQ LQ OLJKW Rl WKH QHZ WHFKQRORJ\ DQG IXQFWLRC
RI RXU SHUIRUPDQFH FDUV WR SHUIRUP DV H[SHFWHG FRXOG KDUP RXU U



GHOLYHU\ GHOD\V SURGXFW UHFDOOV SURGXFW OLDELOLW\ FODLPV KDUP
HISHQVHV DQG FRXOG KDYH D PDWHULDO DGYHUVH LPSDFW RQ RXU EXVLQF

. RXU FDU GHVLJQV GR QRW DSSHDO WR FOLHQWYV RXU EUDQG DQG FRPSHYV

'HVLIJQ DQG VW\OLQJ DUH DQ LQWHJUDO FRPSRQHQW RI RXU PRGHO\
FKDUDFWHUL]HG E\ GLVWLQFWLYH GHVLJQV FRPELQLQJ WKH DHURG\QDPLFV
FOLHQWYVY SXUFKDVH RXU FDUV IRU WKHLU DSSHDUDQFH DV ZHOO DV WKHLU
RXU FDUV WR GLIITHUHQWLDWH WKH QHZ PRGHOV ZH SURGXFH IURP ROGHU
RXU PDUNHWY 7KURXJK WKH )HUUDUL 'HVLJQ &HQWUH RXU LQ KRXVH GHVL
, I WKH GHVLJQ DQG IXQFWLRQDOLW\ RI RXU IXWXUH PRGHOV IDLOV WR PH
SURVSHFWLYH FOLHQWYV RU WKH DSSUHFLDWLRQ RI WKH ZLGHU SXEOLF RX

7TKH LOWURGXFWLRQ RI HOHFWULF WHFKQRORJ\ LQ RXU FDUV LV FRVWO\ DQ

‘H DUH LQWURGXFLQJ HOHFWULF WHFKQRORJ\ LQ RXU FDUV ,Q 2FWRE
IXO0O HOHFWULF )HUUDUL WKH )HUUDUL /XFH ZLWK WKH SUHVHQWDWLRQ RI
ZKLFK ZDV IROORZHG E\ WKH XQYHLOLQJ RI WKH LQWHULRU GHVLJQ®QG Wi
DFFRUGDQFH ZLWK RXU VWUDWHJ\ ZH EHOLHYH HOHFWULF WHFKQRORJ\ W
NH\ WR H[SDQGLQJ GULYLQJ HPRWLRQV DQG FRQWLQXLQJ SHUIRUPDQFH XS
FDSWXUH WKH SUHIHUHQFHV Rl FHUWDLQ DIIOXHQW FDU SXUFKDVHUV Zk
UHTXLUHPHQWY ,Q WKH ORQJ WHUP DOWKRXJK ZH EHOLHYH WKDW FRPEXV
GULYHU H[SHULHQFH IRU WKH IRUHVHHDEOH IXWXUH K\EULG DQG IXOO HOI
IRU SHUIRUPDQFH VSRUWYV FDUV

7KH LQWHJUDWLRQ RI HOHFWULF WHFKQRORJ\ PRUH EURDGO\ LQWR R
UHTXLUHV VLIQLILFDQW LQYHVWPHQWY $OWKRXJIK ZH H[SHFW WR FRQWLQX
HISHQGLWXUHV ZH DUH PDNLQJ WR LQWHJUDWH HOHFWULF DQG RWKHU DG
WKHVH H[SHQGLWXUHV ZLOO EH IXOO\ UHFRYHUHG RU WKDW WKH\ ZLOO
WUDQVIRUPDWLRQ RI RXU FDU WHFKQRORJ\ PD\ FUHDWH ULVNV DQG XQFHU
WKH SRWHQWLDO REVROHVFHQFH RI FRUH FRPSRQHQWY ZKLFK LQ WXUQ PD\
OX[XU\ VSRUWYV FDUV PD\ DOVR EH PRUH VXFFHVVIXO LQ LPSOHPHQWLQJ HO

%HFDXVH HOHFWULF WHFKQRORJ\ LV D FRUH FRPSRQHQW RI RXU VWU
SRUWLRQ RI RXU VKLSPHQWY WKDW IHDWXUH YHKLFOHYV ZLWK HOHFWULF WI
LV XQVXFFHVVIXO LQ WKH PDUNHW RXU EXVLQHVYVY DQG UHVXOWY,IRZHRSHUL
DUH XQDEOH WR NHHS XS ZLWK DGYDQFHV LQ KLJK SHUIRUPDQFH FDU WHFK

1HZ RU FKDQJLQJ ODZV UHJXODWLRQV RU SROLFLHV RI JRYHUQPHQWDO RI
IXHO HFRQRP\ UHTXLUHPHQWY UHGXFHG JUHHQKRXVH JDV RU SROOXWDQW
PD\ KDYH D VLIJQLILFDQW HIIHFW RQ RXU FRVWYV RI RSHUDWLRQ DQG RU KRZ

‘H DUH VXEMHFW WKURXJKRXW WKH ZRUOG WR FRPSUHKHQVLYH DQG F
HISHFW WKH H[WHQW RI WKH OHJDO DQG UHJXODWRU\ UHTXLUHPHQWYV DIIH
LQFUHDVH VLJQLILFDQWO\ LQ WKH IXWXUH )DLOXUH WR FRPSO\ ZLWK DSS
ILQHYV LW PD\ DWWUDFW PD\ QHJDWLYHO\ LPSDFW RXU EXVLQHVV UHVXC
UHSXWDWLRQ

,Q (XURSH DQG WKH 8QLWHG 6WDWHV IRU H[DPSOH VLJQLILFDQW JRY
HFRQRP\ YHKLFOH VDIHW\ QRLVH HPLVVLRQ DQG FRQQHFWLYLW\ FRQFHU(
DIIHFW RXU SURGXFW GHYHORSPHQW SODQV DQG PD\ OLPLW WKH QXPEHU D
DIIHFW RXU UHYHQXH DQG SURILWDELOLW\ *RYHUQPHQWDO UHJXODWLRQ\
SURGXFH RXU FDUV DQG PD\ DIIHFW RXU SURGXFW SRUWIROLR 5HJXODWLRC
FKDUDFWHULVWLFV Rl RXU FDUV ZKLFK PD\ UHQGHU WKHP OHVV DSSHDOLQ
WKHVH UHJXODWLRQV DQG WKHLU HIIHFW RQ RXU FRVW VWUXFWXUH DQG S



,Q WKH 8QLWHG 6WDWHV WKHUH KDV EHHQ LQFUHDVLQJ IRFXV RQ HP
UHJXODWLRQV DUH LQ WKH SURFHVV RI EHLQJ GHYHORSHG DQG PDQ\ H[LVV
E\ IHGHUDO RU VWDWH DJHQFLHV RU WKH FRXUWV +RZHYHU WKH UHFH
XQFHUWDLQW\ RQ IXWXUH FKDQJHV ,Q $SULO WKH 8 6 (QYLURQPHQWDC
(PLVVLRQV 6WDQGDUGV IRU ORGHO <HDUYV DQG /DWHU /LIKW 'XW\ DQG C
LQWURGXFLQJ DPRQJ RWKHU UHTXLUHPHQWY VWULFWHU HPLVVLRQ VWDQC
IRU 690V KDYH EHHQ UHWDLQHG IURP WKH LQLWLDO SURSRVDO WKH *+*
IURP WKH DGRSWHG UXOHV ,Q ODUFK (33 LQGLFDWHG LW ZDV UHDVVHYV
LQGLFDWHG LW ZDV FRQVLGHULQJ GHOD\LQJ WKHLU LPSOHPHQWDWLRQ D¢
(QGDQJHUPHQW )LQGLQJ ZKLFK KDG VHUYHG DV WKH IRXQGDWLRQ IRU IHC
UHSHDOHG H[LVWLQJ IHGHUDO *+* HPLVVLRQ VWDQGDUGY DSSOLFDEOH WR
H[SHFWHG FRQWULEXWLQJ WR RQJRLQJ UHJXODWRU\ XQFHUWDLQW\

,Q DGGLWLRQ ZH DUH VXEMHFW WR OHJLVODWLRQ UHODWLQJ WR WKH
(8 2(XUR °® VWDQGDUGY DQG 5HDO 'ULYLQJ (PLVVLRQV 5'( VWDQGDUGV
6WDQGDUGY LVVXHG E\ WKH (3% DQG WKH =HUR (PLVVLRQ 9HKLFOH UHJ:
GHURJDWLRQV IRU 6PDOO 9ROXPH ODQXIDFWXUHUV 2690V:3 ‘H ORVW RXU
+LJKZD\ 7UDIILF 6DIHW\ $GPLQLVWUDWLRQ 21+76%3 LQ EHFDXVH RXU JOI
KDYH QRW ORVW RXU 690HVWOMXNVNRIRY R&® &RU (3% *+* UHIXODWLRQV LQ WKH
DQG RXU JOREDO SURGXFWLRQ H[FHHGHG YHKLFOHY DJDLQ DQG WI
1+76%$ IRU WKH PRGHO \HDUV 20<V3 DQG ‘H SXUFKDVHG
2&$)(* FUHGLWYV QHHGHG WR IXOILOO RXU 0< DQG 0< GHILFLWV +R:
WKH 22QH %LJ %HDXWLIXO %LOO $FW 3 D FRPSUHKHQVLYH EXGJHW UHFRQF
UHPRYHG FLYLO SHQDOWLHV IRU PDQXIDFWXUHUY YLRODWLQJ &$%$)( VWDQGI
UHIJXODWRU\ GHYHORSPHQWY WR GHWHUPLQH ZKHWKHU IXUWKHU SXUFKDV}
690 LQ WKH (8 WKH 8QLWHG 6WDWHY DQG RWKHU FRXQWULHV LI ZH GR QR
XQGHU DSSOLFDEOH UHJXODWLRQV DV WKH\ HYROYH QRW RQO\ LQ UHOD
RSHUDWLRQDO LQGHSHQGHQFH ,Q RUGHU WR PHHW WKHVH FULWHULD ZH
JXUWKHUPRUH HYHQ LI ZH FRQWLQXH WR EHQHILW IURP GHURJDWLRQV DV
UHVXOWYV

$V WKH VWDWH RI &DOLIRUQLD KDV EHHQ JUDQWHG VSHFLDO DXWKRUL
VWDQGDUGY WKH &DOLIRUQLD $LU 5HVRXUFHV %RDUG 2&%$5%% HQDFWHG
FHUWDLQ PRGHO \HDUV WKDW DUH LQ FRPSOLDQFH ZLWK WKH (3% JUHHQK
FRPSOLDQFH ZLWK &DOLIRUQLDpY JUHHQKRXVH JDV HPLVVLRQ UHJXODWLR

UHJXODWLRQV KDYH HYROYHG RYHU WLPH ,Q WKH &$5% DPHQGHG LW
FRPSO\* SURYLVLRQ ZRXOG QRW EH DYDLODEOH IRU FHUWDLQ 0<V LI WK}
DPHQGPHQW RI IHGHUDO UHJXODWLRQV DQG LQ (33 DQQRXQFHG D GHI

XQGHU WKH &OHDQ $LU $FW ,Q WKLV GHFLVLRQ WKH (3% DOVR DIILUPHC
UHJXODWRU\ VWDQGDUGYV XQGHU WKH SUHHPSWLRQ SURYLVLRQV RI WKH (Q!
WKH (3% UHVFLQGHG LWV ZLWKGUDZDO RI WKH ZDLYHU IRU &DOLIRUQLDuV
VWDQGDUGY &DOLIRUQLD DQG 6HFWLRQ VWDWHYV PD\ DJDLQ HQIRUFH
FRPSOLDQFH ZLWK &$5%puV *+* UHIXODWLRQV LV H[SHFWHG IURP 0< IRU
WR EH FODVVLILHG DV DQ 690 EDVHG RQ WKH UHOHYDQW UHJXODWLRQV LQ
&$5% )HUUDUL SHWLWLRQHG IRU 690 DOWHUQDWLYH VWDQGDUGV ,Q
,Q -XQH WKH 8 6 3UHVLGHQW VLIQHG FHUWDLQ UHVROXWLRQV XQGHU
WKLQJV WKH (3% ZzDLYHUV JUDQWHG WR WKH &$5% ZLWK UHVSHFW WR HPL
&$5% LQLWLDWHG OHJDO SURFHHGLQJY WR FKDOOHQJH VXFK UHVROXWLRQ
DQ H[HFXWLYH RUGHU PDQGDWLQJ WKH &%$5% WR EHJLQ GHYHORSLQJ IXW)
FRPPLWPHQW WR DGYDQFLQJ JHUR HPLVVLRQ WHFKQRORJLHYV DQG IXUWKHL
FRQWLQXHV WR FORVHO\ PRQLWRU WKHVH UHJXODWRU\ GHYHORSPHQWYV DC
WR WKH FXUUHQW UHJXODWRU\ XQFHUWDLQW\ LQ WKH 8QLWHG 6WDWHV SD
ERWK WKH IHGHUDO DQG VWDWH OHYHOV

,Q UHODWLRQ WR WKH VDIHW\ OHJLVODWLRQ IUDPHZRUN LQ 1+
(PHUJHQF\ %UDNLQJ 6\VWHPV UHTXLULQJ YHKLFOHV WR EH HTXLSSHG ZLW
DXWRPDWLFDOO\ DSSO\ EUDNHV LI QHFHVVDU\ $GGLWLRQDOO\ 1+76% SXEC



ILUVW UHJXODWRU\ VWHS WR LQWURGXFH D QHZ )HGHUDO ORWRU 9HKLF
UHTXLUHPHQWY IRU SHGHVWULDQ SURWHFWLRQ 7KHVH UHJXODWRU\ XSGD\
PDQXIDFWXUHUV WR GHYHORS WDLORUHG GHVLJQ VROXWLRQV 7KH FRVWYV
PD\ EH VXEVWDQWLDO

2ZWKHU JRYHUQPHQWY DURXQG WKH ZRUOG VXFK DV WKRVH LQ &DQD
FRXQWULHY DUH DOVR FUHDWLQJ QHZ SROLFLHVY WR DGGUHVYVY WKHVH LVVX
UHTXLUHPHQWY $V LQ WKH 8QLWHG 6WDWHYV DQG (XURSH WKHVH JRYHUQF
SURGXFW GHYHBRSAHQMWKBYVBQMLVWLQJ UHIJXODWLRQV DV ZHOO DV QHZ RU
WR VL]DEOH FLYLO SHQDOWLHYV RU KDYH WR UHVWULFW RU PRGLI\ SURGXFYV
LQFXU VXEVWDQWLDO FDSLWDO H[SHQGLWXUHV DQG UHVHDUFK DQG GHYH
IDFLOLWLHY ZKLFK ZRXOG KDYH DQ LPSDFW RQ RXU FRVW RI SURGXFWLRQ |

,Q WKH IXWXUH WKH DGYHQW RI VHOI GULYLQJ WHFKQRORJ\ PD\ UHVX:
LQFOXGH OLPLWDWLRQV RU EDQV RQ KXPDQ GULYLQJ LQ VSHFLILF DUHDV
VWUDWHJ\ SROLFLHYVY DQG LQ LWV QHZ GLJLWDO VWUDWHJ\ ZKLFK UHSI
DIHQGD 7KURXJK WKH SXEOLFDWLRQ RI VHYHUDO UHJXODWLRQV VXFK D)
&RPPLVVLRQ KDV VKRZHG D GHWHUPLQDWLRQ WR VWUHQJWKHQ (XURSHpV G
IRFXV RQ GDWD WHFKQRORJ\ DQG LQIUDVWUXFWXUH

,Q -XQH WKH (XURSHDQ 8QLRQ DGRSWHG WKH $UWLILFLDO ,QWHOC
WUXVWZRUWK\ $, GHYHORSPHQW DQG XVH DFURVV WKH (8 7KLV OHJLVODW
LOQIOXHQFLQJ WKH GHYHORSPHQW RI VHOI GULYLQJ WHFKQRORJLHYVY DQG DG’

6LPLODUO\ GULYLQJ EDQV RQ FRPEXVWLRQ HQJLQH YHKLFOHV FRXOG
UHVXOW RI SURJUHVYV LQ HOMHWHUP @ ®RG/KNHBUUEB JW B BKMQARQRIDUH DOVR HPH
HIKDXVW HPLVVLRQV VXFK DV EUDNHV DQG WLUHVY SDUWLFXODWH HPLVVLF
YHKLFOHV FRPSRQHQWY ZLWK D SDUWLFXODU IRFXV RQ EDWWHULHY DQG Z

,Q -XO0\ WKH (XURSHDQ 8QLRQ DGRSWHG WKH (FRGHVLJQ IRU 6XVWI
VWDQGDUGV IRU SURGXFW VXVWDLQDELOLW\ HQVXULQJ WKDW SURGXFWV '
:KLOH )HUUDUL DOUHDG\ DLPV WR GHVLJQ FDUV ZLWK GXUDELOLW\ UHF\FO
DGGLWLRQDO UHTXLUHPHQWY LQFOXGLQJ WKH LPSOHPHQWDWLRQ RI HQKD(

,Q WKH HYROYLQJ UHJXODWRU\ ODQGVFDSH ZH DQWLFLSDWH QHZ UF
FULWLFDO WR RXU SURGXFWLRQ 7KH (8 LV H[SDQGLQJ LWV UHJXODWRU\ |UI
WKH (XURSHDQ *UHHQ 'HDO 7KLV LQFOXGHV QHZ UXOHV WR HQKDQFH W
PDQXIDFWXUHUVUW UHVSRQVLELOLW\ IRU HQG RI OLIH YHKLFOH PDQDJHPHQV
FKRLFHV LQ RXU EXVLQHVYV QHFHVVLWDWLQJ VXEVWDQWLDO 5 ' HITRUWYV
FRVWY DQG SRWHQWLDO DGMXVWPHQWY WR RXU VXSSO\ FKDLQ )XUWKHUPI
ERWK JOREDOO\ DQG ZLWKLQ PDUNHWYV H J LQGLYLGXDO VWDWHYV LQ WK
HITLFLHQF\

7R FRPSO\ ZLWK FXUUHQW DQG IXWXUH HQYLURQPHQWDO UXOHV LQ D
LQFXU VXEVWDQWLDO FDSLWDO H[SHQGLWXUH DQG UHVHDUFK DQG GHYHC
IDFLOLWLHY ZKLFK ZRXOG KDYH DQ LPSDFW RQ RXU FRVW RI SURGXFWLRQ |

JRU D GHVFULSWLRQ RI WKH UHJXODWLRQV UHIHYUHIHG HZR RL Q2 XK Bt >S\DL
5HIXODWRU\ ODWWHUV?3

'H GHSHQG RQ RXU VXSSOLHUV PDQ\ RI ZKLFK DUH VLQJOH VRXUFH VXSSOL
PDWHULDOV FRPSRQHQWYVY SDUWV V\VWHPV VHUYLFHV RU LQIUDVWUXFWX
PD\ EH GLVUXSWHG

2XU EXVLQHVYV GHSHQGV RQ D VLJQLILFDQW QXPEHU RI VXSSOLHUV \
VI\VWHPV VHUYLFHV DQG LQIUDVWUXFWXUH ZH UHTXLUH WR PDQXIDFWXUH
VXSSOLHUV PD\ IDFH ILQDQFLDO GLIILFXOWLHY DV D UHVXOW RI WKH RQJR



LQGXVWU\ ‘:H XVH D YDULHW\ RI UDZ PDWHULDOV LQ RXU EXVLQHVV LQFOX
UKRGLXP ‘H VRXUFH PDWHULDOV IURP D OLPLWHG QXPEHU RI VXSSOLHUV
DFFHVV WR WKHVH UDZ PDWHULDOV DQG LQ VRPH FDVHV WKLV DFFHVV PD\
RI RXU VXSSOLHUV ,Q DGGLWLRQ SULFHV IRU WKHVH UDZ PDWHULDOV 00X}
EH VXFFHVVIXO LQ PLWLIJDWLQJ WKHVH ULVNV

$V ZLWK UDzZz PDWHULDOV ZH DUH DOVR DW ULVN RI VXSSO\ GLVUXSWL
IRU XVH LQ RXU FDUV :H VRXUFH D YDULHW\ RI NH\ FRPSRQHQWY IURP WKL
VI\VWHPV QDYLJDWLRQ V\VWHPV PHFKDQLFDO HOHFWULFDO DQG HOHFWU
ZKLFK PDNHV XV GHSHQGHQW XSRQ WKH VXSSOLHUV RI VXFK FRPSRQHQWYV
FRPSRQHQWYV IRU K\EULG DQG HOHFWULF HQJLQHY DV ZH FRQWLQXH WR G
HISHFW SURGXFHUV RI WKHVH FRPSRQHQWY ZLOO EH FDOOHG XSRQ WR LQ
WHFKQRORJ\ JDWKHUV SDFH LQ WKH LQGXVWU\ :KLOH ZH REWDLQ FRPSRQ
RWKHU VPDOO YROXPH FDU PDQXIDFWXUHUV PRVW RI WKH NH\ FRPSRQHQW
VXSSOLHUV :H JHQHUDOO\ GR QRW TXDOLI\ DOWHUQDWLYH VRXUFHV IRU PI
ZH GR QRW PDLQWDLQ ORQJ WHUP DJUHHPHQWY ZLWK D QXPEHU RI RXU VXS
ILOQDQFLDO VWDELOLW\ RI RXU VXSSOLHUV

:KLOH ZH EHOLHYH WKDW ZH PD\ EH DEOH WR HVWDEOLVK DOWHUQD
UHSODFHPHQW FRPSRQHQWYV IRU RXU VLQJOH VRXUFHG FRPSRQHQWY ZH PI
RU FRVWY WKDW ZH EHOLHYH DUH UHDVRQDEOH 4XDOLI\LQJ DOWHUQDWH V
FXVWRPL]JHG FRPSRQHQWYV RI RXU FDUV PD\ EH WLPH FRQVXPLQJ FRVWO\
GHVLIQV RI RXU FDUV

ORUHRYHU DV WKH OLIHF\FOH RI VHYHUDO FRPSRQHQWYV EHFRPHV VK
LQGXVWU\ D QXPEHU RI WKH FRPSRQHQWY ZH XVH LQ RXU SURGXFWLRQ SU
UHTXLUH XV WR LPSOHPHQW QHZ SURFXUHPHQW VWUDWHJIJLHY 7KRVH VWUD
QHZ FRPSRQHQWY LQ D WLPHO\ PDQQHU RU DW FRPSHWLWLYH SULFHV DQG

7TKH SRWHQWLDO ORVV RI DQ\ VLQJOH RU OLPLWHG VRXUFH VXSSOLHU
VXSSOLHUV FRXOG OHDG WR GHOD\V LQ FDU GHOLYHULHVY WR RXU FOLHQW)
DQG DOVR PDWHULDOO\ DbQG DGYHUVHO\ DIITHFW RXU RSHUDWLQJ UHVXOWYV
FRPSRQHQWYVY PD\ DOVR EH GLVUXSWHG RU LQWHUUXSWHG E\ QDWXUDO GL\
VXSSO\ VXFK DV WKH JOREDO VKRUWDJH RI VHPLFRQGXFWRUV WKDW KDV
SDUWLFXODU ,I bQ\ PDMRU GLVDVWHUV RFFXU VXFK DV HDUWKTXDNHV IL
RWKHU HYHQWY RXU VXSSO\ FKDLQ PD\ EH GLVUXSWHG ZKLFK PD\ VWRS R
FRQIOLFW EHWZHHQ 5XVVLD DQG 8NUDLQH DQG WKH UHVXOWLQJ JHRSROL
HFRQRP\ 7KH FRQIOLFW FRQWLQXHYV DQG WKH WLPLQJ RI DQ\ UHVROXWLRQ
LQFOXGLQJ WKRVH RI WKH 8QLWHG 6WDWHV WKH (XURSHDQ 8QLRQ DQG -D!
SDUWLHV LQ 5XVVLD DV ZHOO DV HQKDQFHG H[SRUW FRQWUROV RQ FHUWI
HIFOXVLRQ RI FHUWDLQ 5XVVLDQ ILQDQFLDO LQVWLWXWLRQV IURP WKH 6:
VDQFWLRQV DQG H[SRUW FRQWUROV FRXOG DGYHUVHO\ DIIHFW GLUHFWO\
WKH DYDLODELOLW\ DQG SULFHV Rl UDZ PHWBWHDWOYVE MIHFG/ RKRJ W IXWNWR B H O
SDQGHPLFV RU RWKHU SXEOLF KHDOWK FULVHV WKDW RABWU PDVWHYER®DLRI
ZLGHVSUHDG SXEOLF KHDOWK FULVHV ZKLFK PD\ DITHFW RXU VXSSO\ FKDLQ

&KDQJHV LQ RXU VXSSO\ FKDLQ KDYH LQ WKH SDVW UHVXOWHG DQG P
FDU SURGXFWLRQ :H KDYH DOVR H[SHULHQFHG FRVW LQFUHDVHV IURP FH
GHYHORSPHQW WLPHOLQHY DQG EHFDXVH RI GHVLIJQ FKDQJHV WKDW ZH KD
WKH IXWXUH :H DUH QHJRWLDWLQJ ZLWK H[LVWLQJ VXSSOLHUV IRU FRVW U
Ssbuwv DQG DWWHPSWLQJ WR UHGHVLJQ FHUWDLQ SDUWV WR PDNH WKHP O
FROQWURO DQG UHGXFH VXSSOLHU FRVWYV ZKLOH PDLQWDLQLQJ D VWDEOH V
$GGLWLRQDOO\ FRVW UHGXFWLRQ HIIRUWY PD\ GLVUXSW RXU QRUPDO SUR
RXU SURGXFWLRQ

JXUWKHUPRUH LI RXU VXSSOLHUV IDLO WR SURYLGH FRPSRQHQWYV LQ
PDQXIDFWXUH RXU FDUV RXU FOLHQWYVY PD\ IDFH ORQJHU ZDLWLQJ SHULF



UHSXWDWLRQ DQG UHODWLRQVKLS ZLWK FOLHQWY DQG KDYH D PDWHULDO
FRQGLWLRQ

2XU FRQWUROOHG YROXPH VWUDWHJ\ PD\ OLPLW SRWHQWLDO SURILWV DQGC

$ NH\ WR WKH DSSHDO RI WKH )HUUDUL EUDQG DQG RXU PDUNHWLQJ V\
ZKLFK RXU EUDQG FRQYH\V $ FHQWUDO IDFHW WR WKLV H[FOXVLYLW\ LV W
VWUDWHJ\ RI PDLQWDLQLQJ RXU FDU ZDLWLQJ OLVWYV WR UHDFK WKH RSW
FRQWUROOHG YROXPH VWUDWHJ\ LV DOVR DQ LPSRUWDQW IDFWRU LQ WKH
RQ PDLQWDLQLQJ H[FOXVLYLW\ OLPLWY RXU SRWHQWLDO VDOHV JURZWK D(
WKH H[FOXVLYLW\ RI WKHLU SURGXFWYV DQG PD\ UHVXOW LQ DGYHUVH SHUF
RXU EXVLQHVYV UHVXOWY RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

2Q WKH RWKHU KDQG RXU FRQWUROOHG YROXPH VWUDWHJI\ FRQWHP S
OHYHOV DV ZH WDUJHW D ODUJHU FXVWRPHU EDVH DQG PRGHV RI XVH ZH L
EDVH DQG FUHDWLQJ QHZ )HUUDUL FROOHFWRUV DQG RXU SURGXFW SRUW

DQG FDUV LQ DQG UHVSHFWAD/HWOW L QFRP S DAUKHHG \WRU EHIR!
SXEOLF RIIHULQJ DQG VDOHV DUH H[SHFWHG WR FRQWLQXH WR LQFUHDVH .

,Q SXUVXLW RI RXU VWUDWHJI\ ZH PD\ EH XQDEOH WR PDLQWDLQ WKH
EDODQFH EUDQG H[FOXVLYLW\ ZLWK LQFUHDVHG SURGXFWLRQ ZH PD\ HUR(
UHODWLYH SULFLQJ IRU RXU FDUV I ZH DUH XQDEOH WR LQFUHDVH FDU S|
HURGLQJ WKH LPDJH RI HI[FOXVLYLW\ LQ RXU EUDQG ZH PD\ EH XQDEOH WR \

7KH VPDOO QXPEHU RI FDU PRGHOV ZH SURGXFH DQG VHOO PD\ UHVXOW LQ

‘H GHSHQG RQ WKH VDOHV RI D VPDOO QXPEHU RI FDU PRGHOV WR JH
LQFOXGLQJ FDUV SUHVHQWHG LQ IRU ZKLFK VKLSPHQWY ZLOO FRPPHQ
6SHFLDO 6HULHVY PRGHOV DQG RXU ODWHVW 6XSHUFDU 'HVSLWH RXU H[SD
DFFRXQW IRU D ODUJH SRUWLRQ RI RXU UHYHQXHVY DW DQ\ JLYHQ WLPH L
TKHUHIRUH D VLQJOH XQVXFFHVVIXO QHZ PRGHO ZRXOG KDUP XV PRUH WKI
WKDW RXU FDUV ZLOO FRQWLQXH WR EH VXFFHVVIXO LQ WKH PDUNHW RU W
FRPSDUHG WR RXU FRFE&HWIOWRIRG XHWHLBRQVRI HOHFWULF WHFKQRORJ\ LQ RX
LV XQFHUWDH@HUDOO\ WDNHV VHYHUDO \HDUV IURP WKH EHJLQQLQJ RI WK
QHZ PRGHO DQG WKH FDU GHYHORSPHQW SURFHVV LV FDSLWDO LQWHQVLYH
UHYHQXH ORVW IURP RQH RI RXU PDLQ FDU PRGHOV LI LW GRHV QRW DFKLH
PD\ DOVR EH DIIHFWHG E\ RXU 6SHFLDO 6HULHY DQG OLPLWHG HGLWLRQ P
WKDW ZH ODXQFK IURP WLPH WR WLPH DQG ZKLFK DUH W\A\SLFDOO\ SULFHG K
ZH ZLOO EH VXFFHVVIXO LQ GHYHORSLQJ SURGXFLQJ DQG PDUNHWLQJ DGG
HGLWLRQ PRGHOV WR VXVWDLQ VDOHV DQG PDUJLQ JURZWK LQ WKH IXWXU|

2XU FRQWUROOHG JURZWK VWUDWHJ\ H[SRVHV XV WR ULVNYV

2XU JURZWK VWUDWHJI\ LQFOXGHV D FRQWUROOHG H[SDQVLRQ RI RXU
WKH RSSRUWXQLW\ IRU XV WR H[SDQG RSHUDWLRQV LQ WDUJHWHG UHJLRQ
JURZWK SRWHQWLDO O0DQ\ RI WKHVH PDUNHWY DUH LQ FRXQWULHV WKDW
LQFOXGLQJ EXW QRW OLPLWHG WR HPSOR\PHQW DQG ODERU WUDQVSRUWI
UHSRUWLQJ RU OHJDO UHTXLUHPHQWY :H PD\ HQFRXQWHU GLIILFXOWLHV
LOFOXGLQJ LQ UHODWLRQ WR FUHDWLQJ QHZ VXFFHVVIXO GHDOHUVKLS QtF
FRPSHWLWRUV WKDW DUH DOUHDG\ SUHVHQW LQ WKRVH PDUNHWYV

&RQVXPHU GHPDQG DQG EHKDYLRU DV ZHOO DV WDVWHYV DQG SXUFKD\
VDOHV RI RXU SURGXFWYV PD\ QRW EH VXFFHVVIXO RU WKH PDUJLQV RQ \
DQWLFLSDWH )XUWKHUPRUH VXFK PDUNHWYV ZLOO KDYH XSIURQW VKRUW
VXIILFLHQW UHYHQXHV WR DFKLHYH H[SHFWHG RSHUDWLRQDO DQG ILQDQF
VKRUW WHUP ,Q PDQ\ RI WKHVH FRXQWULHV WKHUH LV VLIJQLILFDQW FR
HPSOR\HHYV



2XU JURZWK GHSHQGY RQ WKH FRQWLQXHG VXFFHVV RI RXU H[LVWLQJ
2XU DELOLW\ WR FUHDWH QHZ FDUV DQG WR VXVWDLQ H[LVWLQJ FDU PRGH
UHVSRQG WR FRQVXPHU SUHIHUHQFHY DQG FDU WUHQGYV 7KH IDLOXUH WR
FRXOG UHVXOW LQ RWKHUV EULQJLQJ QHZ SURGXFWY DQG OHDGLQJ HGJH
FRPSHWLWLYH SRVLWLRQ DQG KLQGHU WKH JURZWK RI RXU EXVLQHVV $V S
PRGHOV WR FDSWXUH DGGLWLRQDO FXVWRPHU GHPDQG IRU GLIITHUHQW W\S
DQG HOHFWULF SRZHUWUDLQ WHFKQRORJ\ :KLOH ZH ZLOO VHHN WR HQVXU
FDU LGHQWLW\ ZH FDQQRW EH FHUWDLQ WKDW WKH\ ZLOO SURYH SURILWDE

2XU FRQWUROOHG JURZWK VWUDWHJI\ PD\ H[SRVH XV WR QHZ EXVLQHYV
RU WKH V\VWHPV WR PDQDJH 7KLV VWUDWHJI\ ZLOO DOVR SODFH VLJQLILFD
LPSURYH RXU RSHUDWLRQDO ILQDQFLDO DQG LQWHUQDO FRQWUROV &RQ
PDLQWDLQLQJ KLJK OHYHOV RI TXDOLW\ PDQDJHPHQW DQG FOLHQW VDWLYV
PDQDIJHPHQW WHFKQLFDO DQG PDUNHWLQJ SHUVRQQHO ,I ZH DUH XQDEOH
SURVSHFWY DQG RXU EXVLQHVYV UHVXOWYV RI RSHUDWLRQV DQG ILQDQFLDO

&RQVHTXHQWO\ LI RXU LQWHUQDWLRQDO H[SDQVLRQ SODQV DUH XQVX
FRQGLWLRQ FRXOG EH PDWHULDOO\ DGYHUVHO\ DIIHFWHG

*OREDO HFRQRPLF FRQGLWLRQV DQG PDFUR HYHQWY DV ZHOO DV WUDGLQJ

2XU VDOHV YROXPHV DQG UHYHQXHV PD\ EH DIIHFWHG E\ RYHUDOO
FRXQWULHYV LQ ZKLFK ZH RSHUDWH 'HWHULRUDWLQJ JHQHUDO HFRQRPLF
FRQVXPHU ZHDOWK LPSDFWLQJ FOLHQW GHPDQG SDUWLFXODUO\ IRU OX[XL
SXW GRZQZDUG SUHVVXUH RQ RXU SULFHV DQG YROXPHV )XUWKHUPRUH G
SXUFKDVHV PD\ GHFUHDVH DQG KLJKHU WD[HV PD\ EH PRUH OLNHO\ WR EH L
PD\ DIIHFW RXU VDOHV $GYHUVH HFRQRPLF FRQGLWLRQV PD\ DOVR DIIHFW
PDQQHU WKDW ZLOO DIIHFW VDOHV RI RXU FDUV RU WKHLU DELOLW\ WR PHH

7TKH OX[XU\ SHUIRUPDQFH FDU PDUNHW LV JHQHUDOO\ DIIHFWHG E\ JC
DIlTHFW WKH OHYHO RI FRQVXPHU VSHQGLQJ LQ WKH OX[XU\ SHUIRUPDQFH F
VWRFN PDUNHW SHUIRUPDQFH LQWHUHVW DQG H[FKDQJH UDWHYV LQIODWLF
UDWHV XQHPSOR\PHQW OHYHOV DQG RWKHU PDWWHUV WKDW LQIOXHQFH
KLVWRULFDOO\ EHHQ FRPSDUDWLYHO\ UHVLOLHQW LQ SHULRGV RI HFRQR
UHFHVVLRQDU\ SHULRGV ZKHQ WKH OHYHO RI GLVSRVDEOH LQFRPH WHQGYV
FRQVXPHUVHY ZRUOGZLGH VSHQGLQJ DFURVV WKH JOREDO OX[XU\ LQGXVW
LPSURYLQJ WUDMHFWRU\ LV H[SHFWHG WR HIWHQG LQWR WKH LQGXVWU
D VWHDG\ GHFUHDVH IURP WKH SRVW &29," SHDN ZLWK ORZHU LQIODWLRC
FRXOG IDFH IXUWKHU LQFUHDVHY LQ WKH FRVWV ZH LQFXU IRU UDZ PDWHI
EXVLQHVY DQG UHVXOWY RI RSHUDWLRQV LI ZH DUH QRW DEOH WR SDVV RQ
RWKHU PLWLJDWLQJ DFWLRQV )ROORZLQJ WKH SRVW &29," ULVH LQ LQIODW
DQG ODWHU UHYHUVHG FRXUVH DV LQIODWLRQ VXEVLGHG 1HYHUWKHOHVV
PD\ SHUVLVW LQ WKH PDUNHW 6XFK LQFUHDVHV FRXOG LPSDFW RXU DELOL
DIIRUGDEOH WR FOLHQWY ZKLFK FRXOG FDXVH FRQVXPHUV WR GHOD\ WKH .

‘H GLVWULEXWH RXU SURGXFWV LOWHUQDWLRQDOO\ DQG ZH PD\ EH DI
XQFHUWDLQWLHY UHJDUGLQJ IXWXUH HFRQRPLF SURVSHFWYVY WKDW PD\ LPS
SURGXFWV ,Q SDUWLFXODU WKH PDMRULW\ RI RXU FXUUHQW VDOHYV DUH L
RWKHU JURZWK PDUNHWY D GRZQWXUQ LQ PDWXUH HFRQRPLHV VXFK DV (
ILQDQFLDO SHUIRUPDQFH ,Q DGGLWLRQ XQFHUWDLQWLHYV UHJDUGLQJ IX)\
FRXQWULHV RU UHJLRQV FUHDWH DGGLWLRQDO PDFURHFRQRPLF ULVN ,Q W
SURGXFHG HOVHZKHUH FRXOG DGYHUVHO\ DIITHFW RXU RSHUDWLRQV :LWKL
DQG ILQLVKHG JRRGV LPSRUWV RI DXWRPRELOHV IURP WKH (XURSHDQ 8QL
wWDULIlI ,Q ODUFK WKH 8 6 DGPLQLVWUDWLRQ LVVXHG D SURFODPDWL
LPSRUWHG DXWRPRELOHYVY DQG FHUWDLQ DXWRPRELOH SDUWYV UHVXOWLQJ

WKH RYHUDOO WDULII OHYHO DSSOLFDEOH WR LPSRUWHG DXWRPRE



DQQRXQFHG LWV LQWHQWLRQ WR FRQGXFW V\VWHPDWLF UHYLHZV RI H[LVW
UHSUHVHGWBHIBMQRXU VKLSPHRNUFRD@XU UHYHQXHV IURP FLD\GH @& G/ SDML
GLVFXVVLRQV DUH RQJRLQJ DQG WKH UHVXOW UHPDLQV XQFHUWDLQ 3URW
DQG PDFURHFRQRPLF FRQGLWLRQV DQG LQFUHDVH FRVWV IRU SURGXFHUYV
RWKHU QHZ WDULIIV RU RWKHU QHZ ODZV RU UHJXODWLRQV ZLOO EH DGR
EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV DV ZHO
JOREDOO\ ,Q DGGLWLRQ DOWKRXJK ODLQODQG &K LRHU FRRIBK URQH W QG Y7HDQ

DQG DUH H[SHFWHG WR UHSUHVHQW D OLPLWHG SURSRUWLRQ RI RXU J
ODLQODQG &KLQD +RQJ .RQJ DQG 7DLZDQ PD\ DGYHUVHO\ DIIHFW RXU UHYH
HFRQRP\ RU LQ WKH VSHFLILF HFRQRPLHV Rl RXU PDUNHWVY RU LQ FRQVXP
RXU EXVLQHYWYSHOROSPN@®WY LQ JURZWK PDUNHWY PD\ DGYHUVHO\ DIIHFW R

$GGLWLRQDOO\ VDQFWLRQV DQG H[SRUW FRQWUROV ZKLFK FRXOG E
JHRSROLWLFDO WHQVLRQV DQG FRQIOLFWV FRXOG DGYHUVHO\ DIIHFW GLU
WKH JOREDO ILQDQFLDO PDUNHWYV DQ& HLDRHQ B OR QHRINU RHAS § Q GEKY'W UR D @K
VRXUFH VXSSOLHUV DQG LI WKHVH VXSSOLHUV IDLO WR GHOLYHU QHFHV\
LQIUDVWUXFWXUH RI DSSURSULDWH TXDOLW\ LQ D WLPHO\ PDQQHU RXU RS

‘H DUH VXEMHFW WR ULVNV UHODWHG WR HSLGHPLFV SDQGHPLFV RU RWK
DIITHFW RXU EXVLQHVYV

3XEOLF KHDOWK FULVHV VXFK DV HSLGHPLFV SDQGHPLFV RU VLPLOD!
LQVWDQFH IURP WR WKH JOREDO VSUHDG RI &29," LQFOXGLQJ
ZRUOG PDQGDWLQJ LQFUHDVLQJO\ UHVWULFWLYH PHDVXUHV WR FRQWDLQ
HFRQRP\ LQFOXGLQJ FKDQJHV LQ FRQVXPHU VSHQGLQJ DQG EHKDYLRU GLV
UHVWULFWLRQV RQ EXVLQHVV DQG LQGLYLGXDO DFWLYLWLHV 7KLV OHG WF
WKH PDUNHWYV LQ ZKLFK ZH RSHUDWH 2XU RSHUDWLRQV ZHUH DOVR SURIR
SODQWV IRU VHYHUDO ZHHNV LQ DQG RXU VXSSOLHUV DQG GHDOHUV Zt
DQG SDUWO\ UHLQWURGXFHG UHIOHFWLQJ GHYHORSPHQWYV LQ WKH SDQGHF
RXU RSHUDWLRQV

JXUWKHUPRUH SDQGHPLFV RU RWKHU ZLGHVSUHDG SXEOLF KHDOWK F
GHDOHUV DV D UHVXOW RI ZKLFK WKH\ PD\ KDYH WR SHUPDQHQWO\ GLVFRQ

$Q\ RI WKH IRUHJRLQJ FRXOG OLPLW FXVWRPHU GHPDQG RU RXU FDSD
DGYHUVH HIITHFW RQ RXU EXVLQHVV UHVXOWY RI RSHUDWLRQV DQG ILQDQF!

3DQGHPLFV RU RWKHU ZLGHVSUHDG SXEOLF KHDOWK FULVHV PD\ DO
LOQFOXGLQJ EXW QRW OLPLWHG WR RXU FRPSHWLWLYHQHVV GHPDQG IRU
IOXFWXDWLRQVY FXVWRPHUVH DQG GHDOHUVHW DFFHVV WR DIIRUGDEOH ILQD
FDSLWDO DQG ILQDQFLDO UHVRXUFHYV

‘H IDFH FRPSHWLWLRQ LQ WKH OX[XU\ SHUIRUPDQFH FDU LQGXVWU\

‘H IDFH FRPSHWLWLRQ LQ DOO SURGXFW FDWHJRULHY DQG PDUNHWYV L
OX[XU\ SHUIRUPDQFH FDU PDQXIDFWXUHUV ZKLFK RZQ DQG RSHUDWH ZHOO
SDUW RI ODUJHU DXWRPRWLYH JURXSVY DQG PD\ KDYH JUHDWHU ILQDQFLDO
SDUWLFXODUO\ LQ OLJKW RI RXU SROLF\ WR PDLQWDLQ ORZ YROXPHV LQ R
DGGLWLRQ VHYHUDO RWKHU PDQXIDFWXUHUV KDYH UHFHQWO\ HQWHUHG
SHUIRUPDQFH FDU PDUNHW LQFOXGLQJ ZLWK DGYDQFHG HOHFWULF WHFKC
FRPSHWH SULPDULO\ RQ WKH EDVLV RI RXU EUDQG LPDJH WKH SHUIRUPDQF
GULYLQJ H[SHULHQFH IRU RXU FXVWRPHUV || ZH DUH XQDEOH WR FRPSHYV
ILQDQFLDO FRQGLWLRQ FRXOG EH DGYHUVHO\ DIIHFWHG



2XU EXVLQHVV LV VXEMHFW WR FKDQJHV LQ FOLHQW SUHIHUHQFHY DQG WU

2XU FRQWLQXHG VXFFHVV GHSHQGV LQ SDUW RQ RXU DELOLW\ WR RUL
DQG OX[XU\ LQGXVWULHV DV ZHOO DV WR DQWLFLSDWH DQG UHVSRQG SURI
WKH GHVLJQ VW\OLQJ WHFKQRORJ\ SURGXFWLRQ PHUFKDQGLVLQJ DQG S
EDVH ZKRVH SUHIHUHQFHY FDQQRW EH SUHGLFWHG ZLWK FHUWDLQW\ DQG
FOLHQW SUHIHUHQFHV KDV EHFRPH HYHQ PRUH FRPSOH[ LQ UHFHQW \HDUYV
LQWURGXFWLRQ Rl K\EULG DQG HOHFWULF WHFKQRORJ\ DQG WKH DVVRFLDV
FKDOOHQJH ZH ZLOO IDFH LQ,IX\MXDHHSXQDEGW WRHNBESRXS ZLWK DGYDQF
WHFKQRORJ\ RXU EUDQG DQG FR PFHBK HW IOWHURRB\KIPMLLRR@ ARD\ HOH FIWG LF WHF |
DQG LWV ORQJ WHUP VXF DHO/&/LIW. RQFWHBKWDHQFDQ EH QR DVVXUDQFH WKDW
PDUNHW QHZ SURGXFWV HIILFLHQWO\ RU WKDW DQ\ SURGXFW VHJPHQW W
VXIILFLHQW WR JHQHUDWH SURILWYV 7KLV ULVN LV SDUWLFXODUO\ SURQRX!
VHIPHQWYV RI WKH OX[XU\ LQGXVWU\ ZKHUH ZH GR QRW KDYH D OHYHO RI F
KDYH LQ WKH VSRUWY FDUV EXVLQHVV $Q\ Rl WKHVH ULVNV FRXOG KDYH D
DQG ILQDQFLDO FRQGLWLRQ

'"HPDQG IRU OX[XU\ JRRGV LQFOXGLQJ OX[XU\ SHUIRUPDQFH FDUV LV YRC
UHVXOWYV

9RODWLOLW\ RI GHPDQG IRU OX[XU\ JRRGV LQ SDUWLFXODU OX[XU\ S
RSHUDWLQJ UHVXOWY DQG ILQDQFLDO FRQGLWLRQ 7KH PDUNHW LQ ZKLFK :
OX[XU\ DXWRPRELOHV GHSHQGV WR D ODUJH H[WHQW RQ JHQHUDO HFRQRF
DV WKH LQWURGXFWLRQ RI QHZ YHKLFOHY DQG WHFKQRORJLHV $V D OX[XL
ZH FRPSHWH ZLWK ODUJHU DXWRPRELOH PDQXIDFWXUHUV PDQ\ RI ZKLFK
FKDQJHV LQ WKH PDUNHW DQG GLVUXSWLRQV LQ GHPDQG 'HPDQG IRU RXU
FRVW RI SXUFKDVLQJ DQG RSHUDWLQJ DXWRPRELOHV VXFK DV WKH DYDLOTL
DQG FRPSRQHQWYV IXHO FRVWV DQG JRYHUQPHQWDO UHJXODWLRQV LQFOX
RQ OX[XU\ JRRGV UHVXOWLQJ LQ OLPLWDWLRQV WR WKH XVH RI KLJK SHUIR
LQ GHPDQG PD\ OHDG WR ORZHU FDU XQLW VDOHV ZKLFK PD\ UHVXOW LQ G
RSHUDWLQJ UHVXOWYVY DQG ILQDQFLDO FRQGLWLRQ 7KH LPSDFW RI D OX[X!
PRVW H[SHQVLYH DPRQJ RXU FDU PRGHOV ZKLFK JHQHUDWH D PRUH WK
H[DFHUEDWLQJ WKH LPSDFW RQ RXU UHVXOWV ,Q DGGLWLRQ WKHVH HIIH
FRQWUROOHG YROXPH VWUDWHJI\ DQG UHODWLYHO\ VPDOOHU VFDOH DV FRP

7TKH GHPDQG IRU RXU FDUV DQG WKH YDOXH RI RXU EUDQG GHSHQG LQ SI
DXWRPRELOH FROOHFWRU DQG HQWKXVLDVW FRPPXQLW\

$Q LPSRUWDQW IDFWRU LQ WKH FRQQHFWLRQ RI FOLHQWYV WR WKH )
FRPPXQLW\ RI DXWRPRWLYH FROOHFWRUV DQG HQWKXVLDVWV SDUWLFXOD
LQIOXHQFHG E\ RXU FORVH WLHV WR WKH DXWRPRWLYH FROOHFWRUVH FRPF
GULYLQJ HYHQWV LQFOXGLQJ WKRVH KHOG DW RXU KHDGTXDUWHUV LQ 0DU
DQG RXU DIILOLDWLRQV ZLWK UHJLRQDO JHUUDUL FOXEV 7KH VXSSRUW RI
DV FROOHFWLEOHV ZKLFK ZH) HUIMRU IV XXSWEERIML FRK U DXQ& WKH SURILWDEOH
DXWRPRELOHV ZKLFK HQFRXUDJHV LQWHUHVW RYHU WKH ORQJ WHUP 7KH
QXPEHU RI DXWRPRWLYH FROOHFWRUV DQG SXUFKDVHUV LQ WKH VHFRQGI
FROOHFWLEOH LWHPV DQG WKHLU YDOXH LQ WKH VHFRQGDU\ PDUNHW PRUH
LQ RXU QHZ YHKLFOHV ZKLFK LV LPSDFWHG E\ WKH SHUVRQDOL]DWLRQ S
UHVLGXDO YDOXH RI RXU FDUV DV SHUVRQDOL]HG FRQWHQW JHQHUDOO\ GH
WKH VKLIW WR K\EULG DQG HOHFWULF HQJLQH PRGHOV PD\ LPSDFW WKH L
KLJKHU GLVFRXQWY FRPSDUHG WR RXU ,&( PRGHOV KLVWRULFDOO\ UHIOHF
DGYHUVHO\ LPSDFW WKH GHPDQG IRU RXU FDUV DQG RXU EUDQG LPDJH

, ] WKHUH LV D FKDQJH LQ FROOHFWRU DSSHWLWH RU GDPDJH WR WKH
WKLV FRPPXQLW\ PD\ EH GLPLQLVKHG 6XFK D ORVV RI HQWKXVLDVP IRU RX
DGYHUVHO\ LPSDFW RXU VDOHYVY DQG SURILWDELOLW\ DQG KDUP WKH SHUFH!



‘H GHSHQG RQ RXU PDQXIDFWXULQJ IDFLOLWLHYVY LQ ODUDQHOOR DQG ORGHC

‘H DVVHPEOH DOO RI WKH FDUV WKDW ZH VHOO DQG PDQXIDFWXUH DQ
IDFLOLW\ LQ ODUDQHOOR ,WDO\ ZKHUH ZH DOVR KDYH RXU FRUSRUDWH KH!
IDFLOLW\ LQ ORGHQD ,WDO\ 2XU ODUDQHOOR RU ORGHQD SODQWYV FRXOG E
QXPEHU RI UHDVRQV LQFOXGLQJ FRQWDPLQDWLRQ SRZHU VKRUWDJH RU
LQFOXGLQJ HISRUW WD[ DQG HPSOR\PHQW ODZV DQG UHJXODWLRQV RU HF
XQHFRQRPLF IRU XV WR FRQWLQXH PDQXIDFWXULQJ RXU FDUV LQ ,WDO\ ,C
HLWKHU RI WKHVH IDFLOLWLHV RU LW EHFDPH XQHFRQRPLF IRU XV WR |
PDQXIDFWXULQJ DUUDQJHPHQWY ZKLFK ZRXOG WDNH WLPH DQG UHGXFH F
ORYLQJ PDQXIDFWXULQJ WR RWKHU ORFDWLRQV PD\ DOVR DIIHFW WKH SHUF
D WUDQVIHU ZRXOG PDWHULDOO\ UHGXFH RXU UHYHQXHY DQG FRXOG UHT:
PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVYV UHVXOWYV RI RSHUDWLRQV C

ODUDQHOOR DQG ORGHQD DUH ORFDWHG LQ WKH (PLOLD 5RPDJQD UH
DFWLYLW\ )RU LQVWDQFH LQ D PDMRU HDUWKTXDNH VWUXFN WKH UHJ
VXVSHQGHG IRU RQH GD\ ,I PDMRU GLVDVWHUV VXFK DV HDUWKTXDNHYV ILI
RWKHU HYHQWY RFFXU RXU KHDGTXDUWHUY DQG SURGXFWLRQ IDFLOLWLHYV
DQG VKLSPHQW RI RXU FDUV 6XFK GDPDJH IURP GLVDVWHUV RU XQSUHGLF
EXVLQHVV UHVXOWYV IURP RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

‘H DUH VXEMHFW WR ULVNV DVVRFLDWHG ZLWK FOLPDWH FKDQJH DQG RWKF
UHIJXODWRUY DQG VWDNHKROGHUY RQ HQYLURQPHQWDO PDWWHUV

*OREDO FOLPDWH FKDQJH LV UHVXOWLQJ DQG LV H[SHFWHG WR FRQW
VXFK DV GURXJKW ZLOGILUHV VWRUPV VHD OHYHO ULVH IORRGLQJ KHD)
JUHDWHU LQWHQVLW\ 6XFK H[WUHPH HYHQWY DUH GULYLQJ FKDQJHV LQ PIL
LOWHUQDWLRQDO FOLPDWH FKDQJH SROLFLHY DQG UHJXODWLRQV

‘H DUH VXEMHFW WR FOLPDWH UHODWHG ULVNV ZKHUH ZH FRQGXFW
LOQFOXGLQJ QDWXUDO GLVDVWHUV DQG DGYHUVH ZHDWKHU FRXOG UHVXO
ORJLVWLFV KXEV 7KHVH ULVNV PD\ DOVR?2HLNNH)DEMARRWRIR Q H U QIFLO/MNG/L Q I VEFX
WR RXU FRPSHWLWLYHQHVYVY GHPDQG IRU RXU SURGXFWYV VKLIWLQJ FRQVX
FROQFHQWUDWLRQ RI RXU SURGXFWLRQ DFWLYLWLHY LQ ODUDQHOOR DQG OR

7KH JOREDO DXWRPRWLYH LQGXVWU\ LQ SDUWLFXODU LV FXUUHQWO\ |
IRFXV RQ FOLPDWH FKDQJH DQG HYROYLQJ UHJXODWRU\ UHTXLUHPHQWYV UF
HPLVVLRQV DPRQJ RWKHUV 7KHVH HYROYLQJ UHTXLUHPHQWY DQG WHFKC
FROQOWLQXH WR FDXVH XV WR DGDSW DQG FKDQJH FHUWDLQ DVSHFWV RI RX
RI RXU UHVRXUFHV )DLOXUH WR HIIHFWLYHO\ PDQDJH WKHVH DVSHFWV PD
DELOLW\ WR PDQXIDFWXUH RU PDUNHW FHUWDLQ RI RXU SURGXFWYV RU RW
SURILWDELOLW\ DQG FRPSHWLWLYH SRVLWLRQ

‘H KDYH LPSOHPHQWHG PDQ\ LQLWLDWLYHYV FRQQHFWHG WR RXU PDQ
IDFLOLWLHY FRYHULQJ 6FRSH DQG 6FRSH HPLVVLRQV 6FRSH &UDGOH
FRQVLVW PDLQO\ RI UDZ PDWHULDOV PDQXIDFWXULQJ HTXLSPHQW IRU URI
HPLVVLRQV DUH PDLQO\ PDQDJHG E\ RXU VXSSO\ FKDLQ ,I WKH PHDVXUHYV Z
LI ZH DUH XQDEOH WR DVVLVW RXU FXUUHQW DQG IXWXUH EXVLQHVYV SDUW
ORZHU FDUERQ LQWHQVLYH VXSSOLHUV ZH FRXOG EH XQDEOH WR PHHW WK
Rl RXU FDUERQ IRRWSULQW ZLWK WKH SRWHQWLDO IRUDGYHUVH UHSXWDW|

$GGLWLRQDOO\ RXU VWDNHKROGHUV LQFOXGLQJ RXU FXVWRPHUYV
IRFXVHG RQ HQYLURQPHQW VRFLDO DQG JRYHUQDQFH 2(6** PDWWHUV )U
VWUDWHJI\ ZH HVWDEOLVK DQG SXEOLFO\ DQQRXQFH JRDOV DQG DPELWLR(
EHHQ WDNLQJ GHOLEHUDWH DFWLRQV DLPHG DW DFKLHYLQJ FDUERQ QHXWL
ZLOO DJUHH ZLWK RXU VXVWDLQDELOLW\ VWUDWHJ\ RU ZLOO EH VDWLVILHG
IDLO RU DUH SHUFHLYHG WR IDLO WR H[HFXWH RXU VXVWDLQDELOLW\ VW



VWUDWHJ\ RU HQYLURQPHQWDO JRDOV GR QRW PHHW WKH H[SHFWDWLRQV
RXU SURJUHVV LQ WKH H[HFXWLRQ RI RXU VXVWDLQDELOLW\ VWUDWHJ\ RU
FRXOG EH QHIJDWLYHO\ LPSDFWHG FDXVLQJ RXU FXVWRPHUV HPSOR\HHV

EUDQG ZKLFK FRXOG QHJDWLYHO\ LPSDFW RXU EXVLQHVV DFFHVV WR F
SURILWDELOLW\

$ GLVUXSWLRQ LQ RXU LQIRUPDWLRQ WHFKQRORJ\ LQFOXGLQJ DV D UHV
SURSULHWDU\ DQG VHQVLWLYH LQIRUPDWLRQ

‘H GHSHQG RQ RXU LQIRUPDWLRQ WHFKQRORJ\ DQG GDWD SURFHVVLQ
PDOIXQFWLRQ RU GLVUXSWLRQ LQ WKH RSHUDWLRQ RI RXU VA\VWHPV KXPDC
FRPSURPLVHV WKH FRQILGHQWLDO DQG VHQVLWLYH LQIRUPDWLRQ VWRUHC
LPSDFW RXU DELOLW\ WR FRPSHWH $ OHDN RI SURSULHWDU\ WHFKQLFDO L
IRU HI[DPSOH FRXOG FDXVH VLJQLILFDQW FRPSHWLWLYH KDUP 2XU DELOLW
IXQFWLRQDO DQG HIILFLHQW RSHUDWLRQ E\ XV DQG RXU WKLUG SDUW\ V
WHOHFRPPXQLFDWLRQV VI\VWHPV LQFOXGLQJ RXU FDU GHVLJQ PDQXIDFWX
‘H UHO\ RQ WKHVH V\VWHPV WR HQDEOH D QXPEHU RI EXVLQHVV SURFHVYV
GHFLVLRQV DV ZHOO DV WR WUDFN WUDQVDFWLRQV ELOOLQJV SD\PHQWYV I
LOWHUUXSWLRQV GXH WR HTXLSPHQW GDPDJH SRZHU RXWDJHV DQG D Ul
7TKRVH V\VWHPV DUH DOVR VXVFHSWLEOH WR F\EHUFULPH RU WKUHDWV R
VRSKLVWLFDWLRQ DQG IUHTXHQF\ HVSHFLDOO\ FRQVLGHULQJ WKDW VXFK
WLPH )RU H[DPSOH LQ ODUFK ZH ZHUH WKH VXEMHFW RI D UDQVRPZDU
UHMHFWLRQ RI WKH UDQVRP UHTXHVW OHG WR WKH OHDN RI D VLIQLILFDQW
ZHUH SURYLGHG HYLGHQFH RI VXFK OHDN ZLWK UHVSHFW WR VHYHUDO KXC
GDWD H[SRVXUH DQG WKH QDWXUH RI WKH LQFLGHQW DQG ZH KDYH ZRUNH
)XWXUH EUHDFKHY PD\ DGYHUVHO\ DITHFW RXU RSHUDWLRQV DQG UHSXWDW

$ GAURID DSRWRQR RUSHIRQZHOP D Z RN WP RMD RQD SDWIP HEDY XQEHUI Bf LEGIZ RIN DUDQIHP HQW
5SHPRWH ZRUN UHOLHV KHDYLO\ RQ WKH XVH RI UHPRWH QHWZRUNLQJ DQG F
F\EHUVHFXULW\ ULVNV )RU DQ\ Rl WKHVH UHDVRQV ZH PD\ H[SHULHQFH V\V

$OWKRXJK RXU V\WWHPV DUH GLYHUVLILHG LQFOXGLQJ PXOWLSOH
FRXQWHUPHDVXUHV DQG FRQWUROV D UDQJH RI VRIWZDUH DSSOLFDWLRQYV
DQG LPSOHPHQW DFWLRQV WR UHGXFH UL VINMRUR IRX UR 0 \HHAF R D W@RIAG EX V)
FRQWLQXLW\ D VLJQLILFDQW RU ODUJH VFDOH PDOIXQFWLRQ RU LQWHUUXS
DQG NHHS RXU RSHUDWLRQV UXQQLQJ HIILFLHQWO\ DQG GDPDJH RXU UHS
SURGXFWV WR RXU GHDOHUV DQG FOLHQWY $ PDOIXQFWLRQ WKDW UHVXOW
PDWHULDO DGYHUVH HIITHFW RQ RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV
ZH XVH RXU VI\VWHPV WR FROOHFW DQG VWRUH FRQILGHQWLDO DQG VHQVL)
DQG RXU HPSOR\HHYV

$V RXU WHFKQRORJ\ FRQWLQXHYVY WR HYROYH ZH DQWLFLSDWH WKDW Z
WKDW RXU VV\VWHPV ZLOO LQFUHDVLQJO\ XVH UHPRWH FRPPXQLFDWLRQ IH
VHFEXULW\ EUHDFKHYVY OXFK RI RXU YDOXH LV GHULYHG IURP RXU FRQILGHQYV
WHFKQRORJ\ DQG WUDGH VHFUHWYV DQG WR WKH H[WHQW WKH FRQILGHQV
FRPSHWLWLYH DGYDQWDJH DQG RXU FDU VDOHV PD\ VXIIHU :H DOVR FROO
GDWD ZH JDWKHU IURP FOLHQWYV IRU SURGXFW GHYHORSPHQW DQG PDUNHW
ZH DUH VXEMHFW WR D YDULHW\ RI HYHU FKDQJLQJ GDWD SURWHFWLRQ DC
'‘DWD 3URWHFWLRQ 5HIXODWLRQ

‘H H[SHFW WKDW IXWXUH JHQHUDWLRQV RI FDUV ZLOO IHDWXUH DQ
LQIRWDLQPHQW VDIHW\ DQG UHJXODWRU\ FRPSOLDQFH DQG WKH LQFUHLEL
GLJLWL]DWLRQ RI FDU VA\VWHPV WKH ZLGH DSSOLFDWLRQ RI VRIWZDUH DC
WHFKQRORJ\ LV FDSDEOH RI WUDQVPLWWLQJ DQG VWRULQJ DQ LQFUHDVLQ.
7KHVH QHZ IHDWXUHYV PD\ LQFUHDVH WEKEG\ PXBB X WHRXIU]HW\ DJARHNR R PABRY (UL RO
WHFKQRORMMPY PD\ FRPSURPLVH WKH FDU VHFXULW\ RU WKH SULYDF\ RI RX
ZHOO DV UHSXWPWDRGDW LROIPDVKLUG SDUWLHYV ZLWK ZKLFK ZH FRQWUDFW



6KRXOG WKH WKLUG SDUW\ EH FRQQHFWHG WR RXU V\VWHP WKH F\EHU DW
VIVWHRPWKRXJK ZH SULRULWL]H F\EHUVHFXULW\ RQ DOO RI RXU FDUV DQ
FRPSURPLVH LQ WKH LQWHJULW\ RI RXU GDWD VHFXULW\ FRXOG KDYH D PDYV

&\VEHUVHFXULW\ LV WKH REMHFW RI LQFUHDVLQJ UHJXODWRU\ XSGDWF
XSGDWHG WR FRPSO\ ZLWK WKH QHZ UXOHV WKDW PD\ FRPH LQWR IRUFH )R
UHTXLUHG WR PDLQWDLQ RYHU WLPH DQG WR SHULRGLFDOO\ UHQHZ WKH ¢
VHOO RXU FDUV DV ZHOO DV WR GHPRQVWUDWH WKDW ZH DUH DEOH WR GH
IRU RXU HQWHUSULVH )DLOXUH WR PDLQWDLQ WKH &\EHU 6HFXULW\ 0DQD.
ZKHUH WKH UHJXODWLRQV DUH DSSOLFDEOH LQ LPSRVVLELOLW\ WR KRPRO!

2XU VXFFHVV GHSHQGY ODUJHO\ RQ WKH DELOLW\ RI RXU FXUUHQW PDQDJHI

2XU VXFFHVV GHSHQGV RQ WKH DELOLW\ RI RXU VHQLRU H[HFXWLYH
PDQDJH RXU EXVLQHVY DV D ZKROH DQG LQGLYLGXDO DUHDV RI WKH EXVLQ!
PDQ\ KLJKO\ VNLOOHG HQJLQHHUV WHFKQLFLDQV DQG DUWLVDQV DUH UHT
DURXQG ODUDQHOOR ,wDO\ ,I ZH ZHUH WR ORVH WKH VHUYLFHV RI DQ\ RI
PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVVY RSHUDWLQJ UHVXOWY DQG
DW UHWDLQLQJ DQG LQFHQWLYL]JLQJ RXU VHQLRU H[HFXWLYHY DQG HPSOR\
DUH DSSURSULDWH LQ WKH FLUFXPVWDQFHY DOWKRXJK LW LV GLIILFXOW W
ZLWK SHUVRQV RI HTXLYDOHQW H[SHULHQFH DQG FDSDELOLWLHV ,I ZH DUH
LQFHQWLYL]H VHQLRU H[HFXWLYHV RWKHU NH\ HPSOR\HHV RU QHZ TXDOL
ILQDQFLDO FRQGLWLRQ PD\ VXIIHU

‘H UHO\ RQ RXU GHDOHU QHWZRUN WR SURYLGH VDOHYVY DQG VHUYLFHYV

‘H GR QRW RZQ RXU )HUUDUL GHDOHUYV DQG YLUWXDOO\ DOO RI RXU VL
WKURXJKRXW WKH ZRUOG ,I RXU GHDOHUVY DUH XQDEOH WR SURYLGH VDOH
DGHTXDWHO\ SURMHFW WKH )HUUDUL LPDJH DQG LWV DXUD RI OX[XU\ DQG |
GHSHQG RQ WKH TXDOLW\ RI RXU GHDOHUVKLS QHWZRUN DQG RXU EXVLC
DGYHUVHO\ DIIHFWHG LI RXU GHDOHUV VXIIHU ILQDQFLDO GLIILFXOWLHYV
)JXUWKHUPRUH ZH PD\ H[SHULHQFH GLVDJUHHPHQWY RU GLVSXWHV LQ WK
WHUPLQDWLRQ ZKLFK PD\ OHDG WR ILQDQFLDO FRVWYV GLVUXSWLRQV DQG

2XU JURZWK VWUDWHJI\ DOVR GHSHQGV RQ RXU DELOLW\ WR DWWUDFW
PD\ IDFH FRPSHWLWLRQ IURP RWKHU OX[XU\ SHUIRUPDQFH FDU PDQXIDFWX
RWKHU WKLQJY GHDOHU PDUJLQ LQFHQWLYHV DQG WKH SHUIRUPDQFH RI
GHDOHUV LQ WDUJHWHG JURZWK DUHDV RXU SURVSHFWVY FRXOG EH PDWHU!

)XUWKHUPRUH WKH HYROXWLRQ RI OHDGLQJ HGJH WHFKQRORJ\ VXFK
FRQWLQXH WR UHTXLUH VLJQLILFDQW DQG FRQWLQXRXV LQYHVWPHQWYV \
GHDOHUVKLS QHWZRUN WR PDQDJH RXU QHZ FDU PRGHOV LQFOXGLQJ WKHL
HYROYH DQG DGDSW WKHLU EXVLQHVV RSHUDWLRQV WR QHZ WHFKQRORJ\
FRQGLWLRQV FRXOG EH DGYHUVHO\ DIIHFWHG LQFOXGLQJ RXU FOLHQWVp H

‘H DUH H[SRVHG WR ULVNV LQ FRQQHFWLRQ ZLWK SURGXFW ZDUUDQWLHYV D)

$ QXPEHU RI RXU FRQWUDFWXDO DQG OHJDO UHTXLUHPHQWY REOLJH

DQG QDWLRQDO GLVWULEXWRUV 7KHUH LV D ULVN WKDW ZH ZLOO EH UHT>
FHUWDLQ PDUNHWY IRU OHJDO UHDVRQV RU SURYLGH VHUYLFHV DV D FRX
REOLJHG WR GR VR DQG IRU ZKLFK ZH ZLOO JHQHUDOO\ QRW EH DEOH WR
UHODWLYH WR WKH JXDUDQWHHY DQG ZDUUDQWLHY JUDQWHG WKH FDOFX
ZDUUDQW\ ULVNV KDYH EHHQ VHW RU ZLOO LQ WKH IXWXUH EH VHW WRR O]
EDVLV ZDUUDQWLHYV RQ WKH EDWWHULHV IRU RXU K\EULG FDUV )RU DGGL
UHIHU 2 RHWKHHZ RI 2XU %XVLQHVV6DOHY DQG $IWHU 6DOHV?3



&DU UHFDOOV PD\ EH FRVWO\ DQG PD\ KDUP RXU UHSXWDWLRQ

‘H KDYH LQ WKH SDVW DQG ZH PD\ IURP WLPH WR WLPH LQ WKH IXW)
SHUIRUPDQFH FRPSOLDQFH RU VDIHW\ UHODWHG LVVXHV :H PD\ LQFXU FRYV
WR UHPRYH DQG UHSODFH WKH GHIHFWLYH SDUWV ,Q DGGLWLRQ UHJXODYV
LQFUHDVHG UHFHQWO\ $Q\ SURGXFW UHFDOOV FDQ KDUP RXU UHSXWDWLRH
VDIHW\ UHOLDELOLW\ RU SHUIRUPDQFH RI RXU FDUV $Q\ VXFK UHFDOOV FF
UHYHQXH GHOLYHU\ GHOD\V SURGXFW OLDELOLW\ FODLPV DQG RWKHU H|]
EXVLQHVV RSHUDWLQJ UHVXOWY DQG ILQDQFLDO FRQGLWLRQ

‘H PD\ EHFRPH VXEMHFW WR SURGXFW OLDELOLW\ FODLPV ZKLFK FRXOG KI
DEOH WR VXFFHVVIXOO\ GHIHQG RU LQVXUH DJDLQVW VXFK FODLPYV

‘H PD\ EHFRPH VXEMHFW WR SURGXFW OLDELOLW\ FODLPV ZKLFK FRX(
FRQGLWLRQ 7KH DXWRPRELOH LQGXVWU\ H[SHULHQFHYV VLJQLILFDQW SURG
FODLPV LQ WKH HYHQW RXU FDUV GR QRW SHUIRUP DV H[SHFWHG RU PDOI
SURGXFW OLDELOLW\ FODLP DJDLQVW XV FRXOG UHTXLUH XV WR SD\ D VXE
FRXOG JHQHUDWH VXEVWDQWLDO QHJDWLYH SXEOLFLW\ DERXW RXU FDUV D
SUHYHQWLQJ FRPPHUFLDOL]DWLRQ RI IXWXUH FDUV ZKLFK FRXOG KDYH D
UHVXOWY DQG ILQDQFLDO FRQGLWLRQ :KLOH ZH VHHN WR LQVXUH DJDLQVW
DJDLQVW DQ\ PRQHWDU\ FODLPV ZH PD\ IDFH DQG ZLOO QRW PLWLJDWH D
PRQHWDU\ GDPDJHV PD\ KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU UHSX
DEOH WR VHFXUH DGGLWLRQDO SURGXFW OLDELOLW\ LQVXUDQFH FRYHUDJ}
QHHGHG SDUWLFXODUO\N LI ZH IDFH OLDELOLW\ IRU RXU SURGXFWY DQG DU

2XU UHYHQXHV IURP )RUPXOD DFWLYLWLHY PD\ GHFOLQH DQG RXU UHODW!

5HYHQXHV IURP RXU )RUPXOD DFWLYLWLHY GHSHQG SULQFLSDOO\ RQ
RXU VKDUH RI )RUPXOD UHYHQXHV IURP PYRINGEBYWIQIXD QU X R WEHWV Y KRIXFE
8 ,1 ZH DUH XQDEOH WR UHQHZ RXU H[LVWLQJ VSRQVRUVKLS DJUHHPHQ\
DIJUHHPHQWY ZLWK OHVV IDYRUDEOH WHUPV RXU UHYHQXHV FRXOG GHFO
DFWLYLWLHYVY PD\ GHFOLQH LI HLWKHU RXU WHDPuV SHUIRUPDQFH ZRUVHQV
EXVLQHVV VXIIHUV LQFOXGLQJ SRWHQWLDOO\ DV D UHVXOW RI LQFUHDVL
FRPSHWH HIIHFWLYHO\ RQ WUDFN ZH KDYH EHHQ LQYHVWLQJ VLIJQLILFDQW
FRPSHQVDWH WKH EHVW DYDLODEOH GULYHUVY DQG RWKHU UDFLQJ WHDP PH
UHJXODWLRQV WKDW UHTXLUH PRGLILFDWLRQ WR RXU UDFLQJ HQJLQHV L
JURZ IXUWKHU LQFOXGLQJ DV D UHVXOW RI DQ\ FKDQJHV LQ )RUPXOD Ut
RSHUDWLRQV

&RPSOLDQFH ZLWK WKH ),$ )RUPXOD 2QH UHJXODWLRQV ZKLFK DUFE
&RPPLVVLRQ DQG WKHQ DSSURYHG E\ WKH ),$ :RUOG ORWRUVSRUW &RXQF
SURFHVVHVY DQG RSHUDWLRQV ,I ZH DUH XQDEOH WR HIIHFWLYHO\ DGDSYV
UHJXODWLRQV RXU SHUIRUPDQFH LQ UDFHV PD\ VXIIHU 7KHVH FKDQJHV PCLC
RSHUDWLRQV

6WDUWLQJ IURP QHZ ),$ )RUPXOD 2QH ILQDQFLDO UHJXODWLRQV K
VSHQGLQJ IRU DOO FKDVVLV FRVWY DQG H[SHQVHV H[FOXGLQJ DPRQJ RWK
XQLWYV PDUNHWLQJ FRVWYV GULYHUVu VDODULHVY DQG WKH WRS WKUHH SHU
GHYHORSPHQW RI WKH SRZHU XQLWV WKDW ZLOO EH XVHG LQ WKH VHD\
WKH VHDVRQ WKH ),$ VHW WKH RSHUDWLRQDO FRVW FDS IRU ) WHD
GHYHORSPHQW DQG PDQXIDFWXULQJ RI WKH UDFLQJ FDU FKDVVLV DQG
EXGJHW FDSV RQ VSHQGLQJ DUH GHILQHG IRU HDFK VHDVRQ EDVHG RQ VH)
7TKH FDS RQ H[SHQVHV DIIHFWV WKH DPRXQW Rl UHVRXUFHV WKDW ZH DUH
DGYHUVH HIIHFWV RQ RXU WHDPpV SHUIRUPDQFH LI ZH DUH QRW DEOH WR
EUDQG PDUNHWLQJ WKH ),$ VSHQGLQJ FDS PD\ DOVR DGYHUVHO\ DIIHFW R
VXFFHVYV



‘H UHO\ RQ RXU OLFHQVLQJ DQG IUDQFKLVLQJ SDUWQHUV WR SUHVHUYH Wtk
SDUWQHUYV FRXOG KDUP RXU EXVLQHVYV

‘H FXUUHQWO\ KDYH PXOWL \HDU DJUHHPHQWY ZLWK OLFHQVLQJ SDUW
OLIHVW\OH DQG OX[XU\ UHWDLO VHIJPHQWY :H DOVR KDYH PXOWL \HDU DJU
WKHPH SDUN ,Q WKH IXWXUH ZH PD\ HQWHU LQWR DGGLWLRQDO OLFHQVL(
ZLWK RXU RZQ SURGXFWY LQFOXGLQJ ULVNV UHODWLQJ WR WKH LPDJH RI
GHPDQG IRU OX[XU\ JRRGV DOVR DSSO\ WR RXU OLFHQVHG SURGXFWYV DQG
OLFHQVLQJ RU IUDQFKLVLQJ SDUWQHUV PD\ H[SHULHQFH LQFOXGLQJ ULVN
FDSLWDO PDQDJH LWV ODERU UHODWLRQV PDLQWDLQ UHODWLRQVKLSV Z
PDLOQWDLQ FOLHQW UHODWLRQVKLSYV :KLOH ZH PDLQWDLQ VLJIJQLILFDQW F
SDUWQHUV DQG WKH IUDQFKLVHHY UXQQLQJ RXU )HUUDUL VWRUHYVY DQG WK
RXU OLFHQVLQJ RU IUDQFKLVLQJ SDUWQHUV WR H[HFXWH RQ WKH H[SHFWHC(
WKHPH SDUN RU RWKHUZLVH H[HUFLVH RSHUDWLRQDO DQG ILQDQFLDO FR
FRPSHWLWLYH KDUP WR RXU RSHUDWLRQV LQ WKH SURGXFW FDWHJRULHV
DUUDQIJHPHQWY :KLOH ZH VHOHFW RXU OLFHQVLQJ DQG IUDQFKLVLQJ SDU
SDUWQHUV FRXOG KDYH D QHJDWLYH HIIHFW RQ OLFHQVHG SURGXFWV WK
ZKLOH ZH EHOLHYH WKDW ZH FRXOG UHSODFH RXU H[LVWLQJ OLFHQVLQJ RU
SHULRG RI WLPH FRXOG PDWHULDOO\ DGYHUVHO\ DIITHFW RXU UHYHQXHYV DQ

,Q FRQQHFWLRQ ZLWK RXU OLIHVW\OH VWUDWHJ\ ZH FRQWLQXH WR
SDUWQHUV 7KLV PD\ DGYHUVHO\ DIIHFW RXU UHVXOWY IURP EUDQG DFWL
EURDGHU OLIHVW\OH VWUDWHJ\ LV FDUULHG RXW

‘H GHSHQG RQ WKH VWUHQJWK RI RXU WUDGHPDUNY DQG RWKHU LQWHOOHF

*LYHQ WKH LPSRUWDQFH RI RXU EUDQGUYVY UHFRJQLWLRQ IRU RXU ILQ!
WUDGHPDUNV DQG RWKHU LQWHOOHFWXDO SURSHUW\ ULJKWYV DUH IXQGDPH
GHSHQGVY RQ RXU DELOLW\ WR SURWHFW DQG SURPRWH RXU WUDGHPDUNYV
VXEVWDQWLDO HIIRUWYV WR WKH HVWDEOLVKPHQW DQG SURWHFWLRQ RI F
UHJLVWHUHG GHVLIJQV DQG SDWHQWY RQ D ZRUOGZLGH EDVLV +RZHYHU Zt
ULJKWV PD\ EH FKDOOHQJHG E\ RWKHUV RU WKDW ZH PD\ EH XQDEOH WR Ul
LQ VRPH MXULVGLFWLRQV HVSHFLDOO\ LQ WKRVH IRUHLJQ FRXQWULHV WK
VDPH HIWHQW DV GR WKH 8QLWHG 6WDWHY -DSDQ DQG (XURSHDQ FRXQWUL
WUDGHPDUNV LQ D FRXQWU\ ZKHUH ZH KDYH QRW VXFFHVVIXOO\ UHJLVW
FRPPHQFLQJ WUDGH XQGHU WKRVH PDUNV LQ WKDW FRXQWU\

‘H PD\ IDLO WR DGHTXDWHO\ SURWHFW RXU LQWHOOHFWXDO DQG LQGXVWUI
E\ WKLUG SDUWLHYV

2XU VXFFHVV DQG FRPSHWLWLYH SRVLWLRQLQJ GHSHQG RQ DPRQJ RW
DV ZHOO DV RWKHU LQGXVWULDO RU LQWHOOHFWXDO SURSHUW\ ULJKWV L
FRS\ULJKWV 7R SURWHFW RXU LOQWHOOHFWXDO SURSHUW\ ZH UHO\ RQ LQV
VHFUHWY FRQILGHQWLDOLW\ DQG QRQ GLVFORVXUH DJUHHPHQWY DQG R
LQDGHTXDWH DQG RXU LQWHOOHFWXDO SURSHUW\ ULJKWV PD\ EH LQIULQJ
KRZ RU WUDGH VHFUHWYV FRXOG EH PLVDSSURSULDWHG RU GLVFORVHG W
FXUUHQW DQG IRUPHU HPSOR\HHV IRU H[DPSOH FRXOG YLRODWH WKHLU
JHUUDULpV LQWHOOHFWXDO SURSHUW\ )HUuUDUL PD\ QRW EH DEOH WR SUH
SRWHQWLDO DGYHUVH HIIHFWV RQ RXU EUDQG UHSXWDWLRQ DQG EXVLQH
SLUDF\ ZKHUH RXU FRPSRQHQWY DUH FRXQWHUIHLWHG ZKLFK PD\ UHVXOW
DULVH SDUWLFXODUO\ LQ@2RXW YAWHZQRSI 2 KW L% X WLLAHH/Y WAH HIHV W\OH 3

,/ ZH IDLO WR DGHTXDWHO\ SURWHFW RXU LQWHOOHFWXDO SURSHUW\
DQG ILQDQFLDO FRQGLWLRQ DV RWKHU PDQXIDFWXUHUV PD\ EH DEOH WR
HITHFWV RQ RXU FRPSHWLWLYH SRVLWLRQ ,Q DGGLWLRQ FRXQWHUIHLWH



GDPDJH RXU EUDQG ,Q DGGLWLRQ ZH PD\ LQFXU KLJK FRVWYV LQ UHDFWLQ
SURSHUW\ ULJKWYV

7TKLUG SDUWLHYV PD\ FODLP WKDW ZH LQIULQJH WKHLU LOQWHOOHFWXDO SUR

‘H EHOLHYH WKDW ZH KROG DOO WKH ULJKWV UHTXLUHG IRU RXU EXVL
WKLUG SDUW\ OLFHQVHYV +RZHYHU ZH DUH H[SRVHG WR SRWHQWLDO FC
LQWHOOHFWXDO SURSHUW\ ULJKWV VLQFH PDQ\ FRPSHWLWRUY DQG VXSS
VHFXUH SDWHQW SURWHFWLRQ RU RWKHU LQWHOOHFWXDO SURSHUW\ ULJK
PD\ EH UHTXLUHG WR SD\ GDPDJHV RU FRPSO\ ZLWK LQMXQFWLRQV ZKLFK F
IRUFHG WR HQWHU LQWR UR\DOW\ RU OLFHQVLQJ DJUHHPHQWY RQ XQIDYRU
LQWHOOHFWXDO SURSHUW\ ULJKWYV

‘H IDFH ULVNV DVVRFLDWHG ZLWK RXU LQWHUQDWLRQDO RSHUDWLRQV LC
FRQGLWLRQV DQG HVWDEOLVKLQJ RXUVHOYHV LQ QHZ PDUNHWY DOO RI ZKI

‘H FXUUHQWO\ KDYH LQWHUQDWLRQDO RSHUDWLRQV DQG VXEVLGLDUL
$PHULFD DQG $VLD WKDW DUH VXEMHFW WR WKH OHJDO SROLWLFDO UHJX
WKHVH MXULVGLFWLRQV $GGLWLRQDOO\ DV SDUW RI RXU JURZWK VWUDWH
VHUYLFHV LQWHUQDWLRQDOO\ +RZHYHU VXFK H[SDQVLRQ UHTXLUHV XV W
Rl ORFDO RSHUDWLQJ HQWLWLHY KLULQJ RI ORFDO HPSOR\HHV DQG HVW
ORUHRYHU WKH JOREDO UHDFK RI RXU RSHUDWLRQV DOVR H[SRVHV XV WR
WUDGH PHDVXUHV )RU PRUH LQIRUPDWLRQ UHJDUGLQJ WKH ULVNOREDEBXU
HFRQRPLF FRQGLWLRQV DQG PDFUR HYHQWYVY DV ZHOO DVDWGHD G UG J VSXFEMH-R
WR ULVNV DVVRFLDWHG ZLWK H[FKDQJH UDWH IOXFWXDWLR® &R QY WHXJHHYWO
GXH WR RXU JOREDO SUHVHQFH ZH DUH VXEMHFW WR D QXPEHU RI ULVNYV
LQFUHDVH RXU FRVWYV LPSDFW RXU DELOLW\ WR VHOO RXU FDUV DQG UHTX

¥f FRQIRUPLQJ RXU FDUV WR YDULRXV LQWHUQDWLRQDO UHJXODWRU\ I
KRPRORJDWHG

¥ GLIILFXOW\ LQ HVWDEOLVKLQJ VWDIILQJ DQG PDQDJLQJ IRUHLJQ RSHU

¥ GLIILFXOWLHYVY DWWUDFWLQJ FOLHQWYV LQ QHZ MXULVGLFWLRQV

¥ IRUHLJQ JRYHUQPHQW WDULIIV DQG WD[HV UHJXODWLRQV DQG SHUPL'
EH DEOH WR RIIVHW DJDLQVW WD[HV LPSRVHG XSRQ XV LQ ,WDO\

¥ IOXFWXDWLRQV LQ IRUHLJQ FXUUHQF\ H[FKDQJH UDWHYV DQG LQWHUHYV
RWKHU KHGJLQJ DFWLYLWLHVY ZH XQGHUWDNH

¥f RXU DELOLW\ WR HQIRUFH RXU FRQWUDFWXDO DQG LQWHOOHFWXDO SL
UHVSHFW DQG SURWHFW LQWHOOHFWXDO SURSHUW\ ULJKWV WR WKH
FRXQWULHYV ZKLFK LQFUHDVHV WKH ULVN RI XQDXWKRUL]JHG DQG XQFI

+ (XURSHDQ 8QLRQ DQG IRUHLJQ JRYHUQPHQW WUDGH UHVWULFWLRQV
FRQWUROYV

IRUHLJQ ODERU ODZV UHJXODWLRQV DQG UHVWULFWLRQV
SUHIHUHQFHV RI IRUHLJQ QDWLRQV IRU GRPHVWLFDOO\ SURGXFHG FDU
FKDQJHV LQ GLSORPDWLF DQG WUDGH UHODWLRQVKLSYV

SROLWLFDO LQVWDELOLW\ QDWXUDO GLVDVWHUV SDQGHPLFV RU RWK
DQG

¥ WKH VWUHQJWK RI LQWHUQDWLRQDO HFRQRPLHV

H +H+ +H+ +

, I ZH IDLO WR VXFFHVVIXOO\ DGGUHVV WKHVH ULVNV PDQ\ RI ZKLFK Z
ILQDQFLDO FRQGLWLRQ FRXOG EH PDWHULDOO\ KDUPHG



'"HYHORSPHQWY LQ JURZWK PDUNHWY PD\ DGYHUVHO\ DIITHFW RXU EXVLQHVYV

‘H RSHUDWH LQ D QXPEHU RI JURZWK PDUNHWY ERWK GLUHFWO\ DQG
PD\ LQFUHDVH DV ZH PD\ SXUVXH H[SDQGHG VDOHV LQ WKRVH UHJLRQV :H
PDUNHWY LQ SDUWLFXODU LQ $VLD UHFRJQL]JLQJ WKH LQFUHDVLQJ SHUVR
JHQHUDOO\ LQFUHDVHG LQ UHFHQW \HDUV GXH WR VXVWDLQHG HFRQRPLF
XQDEOH WR IRUHVHH WKH HIWHQW WR ZKLFK HFRQRPLF JURZWK ZLOO EH VX
SDQGHPLFV RU VLPLODU SXEOLF KHDOWK FULVHV RU VORZGRZQV LQ WKH U
XV WR LQFUHDVH XQLW VDOHY DQG UHYHQXHYV LQ WKRVH UHJLRQV LQ WKH C

JXUWKHUPRUH LQ FHUWDLQ PDUNHWY LQ ZKLFK ZH RU RXU GHDOHUV
DELOLW\ WR DFW TXLFNO\ LQ PDNLQJ GHFLVLRQV RQ RXU RSHUDWLRQV LQ
PDUNHW IRU OX[XU\ JRRGV LQ WKHVH PDUNHWYVY VXFK DV WD[ FKDQJHV RU
VSHQGLQJ KDELWY LQ WKHVH PDUNHWY PD\ DOVR FKDQJH GXH WR RWKHU II
\HDUV WKH 3UHVLGHQW RI WKH 3HRSOHpV 5HSXEOLF RI &KLQD KDV UHSHD
VSHQGLQJ SDWWHUQV RI LQGLYLGXDOV DQG IDPLOLHV ZLWK XOWUD KLJK L
JRYHUQPHQWDO DXWKRULWLHYV PD\ DIIHFW WKH VRFLDO DFFHSWDELOLW\ RI

ODLQWDLQLQJ RU VWUHQJWKHQLQJ RXU SRVLWLRQ LQ WKHVH JURZWK
+RZHYHU LQLWLDWLYHV IURP VHYHUDO JOREDO OX[XU\ DXWRPRWLYH PDQ X
FDUV LQ VHYHUDO JURZWK PDUNHWY $V WKHVH PDUNHWV FRQWLQXH WF
LQWHUQDWLRQDO DQG GRPHVWLF ZLOO VHHN WR HQWHU WKHVH PDUNHW\
SURWHFW RU LQFUHDVH WKHLU PDUNHW VKDUH ,QFUHDVHG FRPSHWLWLR
LQDELOLW\ WR JDLQ RU KROG PDUNHW VKDUH ZKLFK FRXOG KDYH D PDWHL
FRQGLWLRGQ*BGRIEDDONWRRQRPLF FRQGLWLRQV DQG PDFUR HYHQWV DV ZHOO
DIIHFW XV3

/IDERU ODZV DQG FROOHFWLYH EDUJDLQLQJ DJUHHPHQWY ZLWK RXU ODERU .

7KH PDMRULW\ RI RXU HPSOR\HHY DUH UHSUHVHQWHG E\ WUDGH XQLF
DQG RU DUH SURWHFWHG E\ DSSOLFDEOH ODERU UHODWLRQV UHJXODWLRQ
FRVWY TXLFNO\ LQ UHVSRQVH WR FKDQJHV LQ PDUNHW FRQGLWLRQV 7KHV
DJUHHPHQWY PD\ LPSHGH RXU DELOLW\ WR RUJDQL]H RXU EXVLQHVV VXFFH
FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU UHVXOWY RI RSHUDWLRC

,PSURSHU FRQGXFW RI HPSOR\HHV DJHQWV RU RWKHU UHSUHVHQWDWLYH)
RSHUDWLQJ UHVXOWY DQG ILOQDQFLDO FRQGLWLRQ

2XU FRPSOLDQFH FRQWUROV SROLFLHV DQG SURFHGXUHV PD\ QRW LC(
HPSOR\HHV DJHQWYVY FRQWUDFWRUV RU FROODERUDWRUV WKDW ZRXOG YI
RSHUDWH LQFOXGLQJ HPSOR\PHQW IRUHLJQ FRUUXSW SUDFWLFHV HQYLU
LPSURSHU DFWLRQV FRXOG VXEMHFW XV WR FLYLO RU FULPLQDO LQYHVWL]J
EXVLQHVYVY DFWLYLWLHYVY PD\ EH VXEMHFW WR DQWL FRUUXSWLRQ ODZV UHJ
IDLO WR FRPSO\ ZLWK DQ\ RI WKHVH UHJXODWLRQV LW FRXOG DGYHUVHO\
DGGLWLRQ DFWXDO RU DOOHJHG YLRODWLRQV FRXOG GDPDJH RXU UHSXWD
LQYHVWLIJDWLQJ DQG UHVROYLQJ DQ\ DFWXDO RU DOOHJHG YLRODWLRQ LV
HIHFXWLYH PDQDJHPHQW

&KDQJHV LQ WD[ WDULII RU ILVFDO SROLFLHVY FRXOG DGYHUVHO\ DIIHFW GF

,PSRVLWLRQ RI DQ\ DGGLWLRQDO WD[HVY DQG OHYLHV GHVLJQHG WR C
GHPDQG IRU RXU YHKLFOHY DQG RXU UHVXOWY RI RSHUDWLRQV &KDQJHV
UHODWLQJ WR WKH 3DWHQW %R[ WD[ UHJLPH LQ ,wDO\ DV ZHOO DV FKDQJH
RU LPSRUW RU WDULII SROLFLHY FRXOG DOVR DG?HUWXHONHDQWORWE RGH | UM \
EHQHILW IURP FHUWDLQ VSHFLDO WD[ UHJLPHVD @QKQRECPOD\HERYWRPHFDN®QGL
PDFUR HYHQWY DV ZHOO DV WUDGLQJ SROLFLKKN DRE®D WD RU I ID/Q\PDX FIXG WD
RSHUDWLRQV DQG UHVXOWYV LV XQFHUWDLQ DQG FRXOG EH VLJQLILFDQW



LPSOHPHQW WR PLWLJDWH WKH LPSDFW RI VXFK WDULIIV RU RWKHU WUDGH
GHYHORSPHQW DQG SURGXFWLRQ RSHUDWLRQV RQ D JOREDO EDVLV WR UHC
FDQ UHVXOW LQ DGGLWLRQDO FRVWV IRU SURGXFW GHYHORSPHQW WH)\
LPSOHPHQWDWLRQ RI QHZ UHTXLUHPHQWY GXULQJ WKH PLGGOH RI D SURG
DFFRPPRGDWLQJ WKHVH UHTXLUHPHQWY GXULQJ WKH GHVLJQ SKDVH RI D
OHYLHV RU FKDQJHV LQ JRYHUQPHQW SROLF\ GHVLJQHG WR OLPLW WKH X
JHQHUDOO\ RU DQ\ GHFLVLRQV E\ SROLF\PDNHUV WR LPSOHPHQW WD[HV
GHPDQG IRU RXU FDUV 7KH RFFXUUHQFH RI WKH DERYH PD\ KDYH D PDWHU
DQG ILQDQFLDO FRQGLWLRQ

, I ZH ZHUH WR ORVH RXU $XWKRUL]JHG (FRQRPLF 2SHUDWRU FHUWLILFDWH
SUDFWLFHVY DQG WR LQFXU LQFUHDVHG FRVWY DV ZHOO DV H[SHULHQFH VK

%YHFDXVH ZH VKLS DQG VHOO RXU FDUV LQ QXPHURXV FRXQWULHV V
LPSRUWDQW WR RXU EXVLQHVV DQG RSHUDWLRQV 7R H[SHGLWH FXVWRPV
(FRQRPLF 2SHUDWRU 2%$(2% FHUWLILFDWH 7KH $(2 FHUWLILFDWH LV JUDQW
VXSSO\ FKDLQ VHFXULW\ DQG WKH VDIHW\ DQG FRPSOLDQFH ZLWK ODZ RI V
DUH DXGLWHG SHULRGLFDOO\ IRU FRQWLQXHG FRPSOLDQFH ZLWK WKH UH
VSHFLDO H[SHGLWHG FXVWRPV WUHDWPHQW ZKLFK VLJQLILFDQWO\ IDFLOL\
RSHUDWH ,I ZH ZHUH WR ORVH WKH $(2 VWDWXV LQFOXGLQJ IRU IDLOXUH
UHTXLUHG WR FKDQJH RXU EXVLQHVYVY SUDFWLFHVY DQG WR DGRSW VWDQGDL
UHVXOW LQ LQFUHDVHG FRVWY DQG VKLSPHQW GHOD\V ZKLFK LQ WXUQ FF

2XU GHEW FRXOG DGYHUVHO\ DITHFW RXU RSHUDWLRQV DQG ZH PD\ IDFH GL

$V RHFHPEHU RXU GHEW ZPVOUWKREK LQFOXGHV RXU IL)D@QFQBODWOH!
2YHUYLHZ+1RQ *$%$3 )LODQFLDO OHDVXUHVz1HWU HEN DWRICR QW |QGRYVWWDR
ORQJ WHUP GHEW RI ZKLFK SHUFHQW DQG SHBEHREMWUERDKQGORDWLQ
UHVSHFWLYHO\ UHTXLUHV XV WR GHGLFDWH D SRUWLRQ RI RXU FDVK IORZ
ULVH WKLV DPRXQW PD\ LQFUHDVH ,Q DGGLWLRQ RXU H[LVWLQJ GHEW PD
LQGHEWHGQHVY WR H[HFXWH RXU JURZWK VWUDWHJ\ RU RWKHUZLVH PD\ S
WKDW KDYH OHVV GHEW 7R WKH H[WHQW ZH EHFRPH PRUH OHYHUDJHG WHK
GLIILFXOW\ UHILQDQFLQJ RXU H[LVWLQJ GHEW RU LQFXUULQJ QHZ GHEW RQ
LI DW DOO

‘H DUH VXEMHFW WR ULVNV DVVRFLDWHG ZLWK H[FKDQJH UDWH IOXFWXDW
ULVNV

‘H RSHUDWH LQ QXPHURXYVY PDUNHWY ZRUOGZLGH DQG DUH H[SRVHG WR
DQG LQWHUHVW UDWHYVY ,Q SDUWLFXODU FKDQJHV LQ H[FKDQJH UDWHYV EH
RSHUDWH DIIHFW RXU UHYHQXHVY DQG UHVXOWYVY RI RSHUDWLRQV 7KH H[SR
JHRIJUDSKLF GLVWULEXWLRQ RI RXU VRXUFLQJ DQG PDQXIDFWXULQJ DFWLY
ZKLFK RXU FDVK IORZV IURP VDOHY DUH GHQRPLQDWHG LQ FXUUHQFLHV G|
DFWLYLWLHYV )RU H[DPSOH ZH LQFXU PRVW RI RXU FDSLWDO DQG RSHUDW
UHYHQXHV LQ FXUUHQFLHY RWKHU WKDQ WKH (XUR ,Q DGGLWLRQ IRUHLJQ
SXUFKDVLQJ SRZHU RI RXU FOLHQWY ZKLFK FRXOG DOVR KDYH DQ DGYHUVFE
WKH 8 6 'ROODU GHSUHFLDWHG DJDLQVW WKH (XUR JRLQJ IURP 8 6 'F
'"HFHPEHU DQG WKH 3RXQG 6WHUOLQJ DQG WKH -DSDQHVH <HQ DOV
\HDU 7KH GHSUHFLDWLRQ RI FXUUHQFLHY DJDLQVW WKH (XUR FRXOG KDYH
$GGLWLRQDOO\ WDULIIV LPSOHPHQWHG E\ WKH 8QLWHG 6WDWHV FRXOG LP
DQG EH D IXUWKHU FRQWULEXWLQJ IDFWRU LQ IRUHLJQ FXUUHQF\ H[FKDC
HIFKDQJH UDWH IOXFWXDWLRQV FRXOG LQFUHDVH LI WKH SRUWLRQ RI RX
2)LQDQFLDO 2YHUYLHZ+x7UHQGYV 8QFHUWDLQWLHY DQG 2SSRUWXQLWLHV?:

‘H VHHN WR PDQDJH ULVNV DVVRFLDWHG ZLWK IOXFWXDWLRQV LQ FXU
ZH VHHN WR PDQDJH RXU IRUHLJQ FXUUHQF\ ULVN LQ RUGHU WR PLQLPL]H I
WKURXJK KHGJLQJ DFWLYLWLHVY WKHUH FDQ EH QR DVVXUDQFH WKDW ZH Z



RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ FRXOG QHYHUWKHOHVV EH DGY!
DGYHUVH PDUNHW FRQGLWLRQV SHUVLVW ORUHRYHU WKH YDOXDWLRQ RI
VHYHUDO ILQDQFLDO IDFWRUV VXFK DV H[FKDQJH UDWHV LQWHUHVW UDW
KHGJLQJ DQG WKH YDOXDWLRQ RI RXU RXWVWDQGLQJ KHGJLQJ WUDQVDFWL

$GGLWLRQDOO\ FKDQJHV LQ LQWHUHVW UDWHYV LPSDF2ZXWKHBEW WRNXEA
DGYHUVHO\ DIIHFW RXU RSHUDWLRQV DQG ZH PD\ IDFHD Q&LIDE XVDVOIHAYN GLH)S M &
SDUW RQ WKH DYDLODELOLW\ RI DIIRUGDEOH ILQDQFLQJ?3

2XU ILQDQFLDO VHUYLFHVY DFWLYLWLHY DUH DOVR VXEMHFW WR WKH
XQIDYRUDEOH HFRQRPLF FRQGLWLRQV LQ PDUNHWY ZKHUH WKHVH DFWLYLYV
WKURXJK WKH FUHGLW DSSURYDO SROLFLHV DSSOLHG WR GHDOHUYV DQG U
VXFFHVVIXOO\ PLWLJDWH VXFK ULVNV SDUWLFXODUO\ ZLWK UHVSHFW WR D

&DU VDOHVY GHSHQG LQ SDUW RQ WKH DYDLODELOLW\ RI DITRUGDEOH ILQDQTF

,Q FHUWDLQ UHJLRQV ILQDQFLQJ IRU QHZ FDU VDOHV KDV EHHQ DYDLC
WR DPRQJ RWKHU WKLQJV H[SDQVLYH JRYHUQPHQW PRQHWDU\ SROLFLHV
SROLFLHV RU DFWLRQV RI FHQWUDO EDQNV PDUNHW UDWHV IRU QHZ FDU I
RXU FDUV OHVV DIIRUGDEOH WR FOLHQWV RU FDXVH FRQVXPHUV WR SXUF
RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ ,Q UHVSRQVH WR SRVW &29,' L
KLJKHU PDUNHW UDWHV IROORZHG ,Q PRUH UHFHQW SHULRGV VXFK LQFUH
LQWHUHVW UDWHV LQFUHDVH VXEVWDQWLDOO\ RU LI ILQDQFLDO VHUYLFH
FHUWDLQ FODVVHV Rl FUHGLW RXU FOLHQWV PD\ FKRRVH QRW WR RU PD\ C

‘H PD\ QRW EH DEOH WR SURYLGH DGHTXDWH DFFHVV WR ILQDQFLQJ IRU
RSHUDWLRQV PD\ EH GLVUXSWHG

2XU GHDOHUV HOQWHU LQWR ZKROHVDOH ILQDQFLQJ DUUDQJHPHQWYV W
VKRZURRPV DQG IDFLOLWDWH UHWDLO VDOHV DQG UHWDLO FOLHQWYV XVH L

,Q PRVW PDUNHWY ZH UHO\ HLWKHU RQ FRQWUROOHG RU DVVRFLDWH«
WKLUG SDUWLHV LQFOXGLQJ WKLUG SDUW\ ILQDQFLDO LQVWLWXWLRQV |
FRPSDQLHVY DUH VXEMHFW WR YDULRXV ULVNV WKDW FRXOG QHJDWLYHO\ D
UDWHV LQFOXGLQJ

¥ WKH SHUIRUPDQFH RI ORDQV DQG OHDVHV LQ WKHLU SRUWIROLR ZK
GHIDXOWYV

¥ KLIJKHU WKDQ H[SHFWHG FDU UHWXUQ UDWHY DQG WKH UHVLGXDO YDO
¥ IOXFWXDWLRQV LQ LOQOWHUHVW UDWHYV DQG FXUUHQF\ HIFKDQJH UDWHYV

JXUWKHUPRUH WR KHOS IXQG RXU UHWDLO DQG ZKROHVDOH ILQDQFL
8QLWHG 6WDWHY DOVR DFFHVV IRUPV RI IXQGLQJ DYDLODEOH IURP WKH EDC
RI UHFHLYDEOHY HLWKHU LQ QHJRWLDWHG VDOHV RU WKURXJK DVVHW EDF

PLOGDROQRXWVWDQGLQJ XQGHU UHYROYLQJ VHFXULWL]DWEPRIQDREBUDOH
2YHUYLHZ+1RQ *$$3 )LQDQFLDO OHDVXUHYV*1HWUHENG D\W IGR DHYWIR MGOBAR W W DAV R
WKH DELOLW\ WR DFFHVV WKH VHFXULWL]DWLRQ PDUNHW DW DGYDQWDJHF
ILQDQFH FRPSDQLHV ZRXOG EHFRPH PRUH GLIILFXOW DQG H[SHQVLYH DQC
DIITHFWHG

$Q\ ILQDQFLDO VHUYLFHVY SURYLGHU LQFOXGLQJ RXU FRQWUROOHG IL
DV ZHOO DV OLTXLGLW\ LVVXHVY UHODWLQJ WR RWKHU LQYHVWPHQWYV RU W
VXEMHFW WR UHJXODWRU\ FKDQJHV WKDW PD\ LQFUHDVH WKHLU FRVWV R
SURYLGH FRPSHWLWLYH ILQDQFLQJ SURGXFWV WR RXU GHDOHUYV DQG UHW
XQDEOH RU XQZLOOLQJ WR SURYLGH VXIILFLHQW ILQDQFLQJ DW FRPSHWLWIL



FOLHQWYVY PD\ QRW KDYH VXIILFLHQW DFFHVV WR ILQDQFLQJ WR SXUFKDVH |
PD\ VXIIHU ZKLFK ZRXOG DGYHUVHO\ DIITHFW RXU UHVXOWY RI RSHUDWLRQV

2XU GHDOHU DQG UHWDLO FXVWRPHU ILQDQFLQJ LQ (XURSH DUH PDLQ
&% $XWR %DQN ZKLFK LV D ZKROO\ RZQHG VXEVLGLDU\ RI &UpGLW $JULFRC
SDUWQHUVKLS ZLWK &% $XWR %DQN ZH PD\ QRW EH DEOH WR ILQG D VX
H[SHULHQFH DQG FRQWLQXH WR RIIHU ILQDQFLQJ VHUYLFHV WR VXSSRUW W
DGYHUVHO\ DIITHFW RXU UHVXOWY RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWI

2XU LQVXUDQFH FRYHUDJH PD\ QRW EH DGHTXDWH WR SURWHFW XV DJDLQV
FRXOG KDYH D PDWHULDO DGYHUVH HITHFW RQ RXU EXVLQHVYV

‘H PDLOWDLQ LQVXUDQFH FRYHUDJH WKDW ZH EHOLHYH LV DGHTXDWH
RXU EXVLQHVYV +RZHYHU WKHUH FDQ EH QR DVVXUDQFH WKDW DQ\ FODLP X
RXU LQVXUDQFH FRYHUDJH ZLOO EH VXIILFLHQW LQ DQ\ UHVSHFW RU RX
$FFRUGLQJO\ WR WKH H[WHQW WKDW ZH VXIIHU ORVYV RU GDPDJH WKDW L'
FRYHUDJH RU KDYH WR SD\ KLJKHU LQVXUDQFH SUHPLXPV RXU ILQDQFLDO



5LVNV 5 HODWHG WR RXU &RPPRQ 6KDUHYV

7KH PDUNHW SULFH DQG WUDGLQJ YROXPH RI RXU FRPPRQ VKDUHV PD\ EH
ORVVHV IRU RXU VKDUHKROGHUYV

7KH PDUNHW SULFH RI RXU FRPPRQ VKDUHV PD\ EH KLJKO\ YRODWLO
DGGLWLRQ WKH WUDGLQJ YROXPH RI RXU FRPPRQ VKDUHV PD\ IOXFWXDW
PDUNHW SULFH RI RXU FRPPRQ VKDUHV GHFOLQHV VLIJQLILFDQWO\ D VKDU
DERYH WKHLU SXUFKDVH SULFH LI DW DOO 7KH PDUNHW SULFH RI RXU FR
IXWXUH 6RPH RI WKH IDFWRUV WKDW FRXOG QHJDWLYHO\ DIIHFW WKH SULF

WUDGLQJ YROXPH RI RXU FRPPRQ VKDUHV LQFOXGH
¥ YDULDWLRQV LQ RXU RSHUDWLQJ UHVXOWY RU IDLOXUH WR PHHW WKH

¥ SXEOLFDWLRQ RI UHVHDUFK UHSRUWY DERXW XV WKH DXWRPRWLYH L
DQDO\WWWYV WR FRYHU RXU FRPPRQ VKDUHV

GHSDUWXUHV RI DQ\ PHPEHUV RI RXU PDQDJHPHQW WHDP RU DGGLWLR
DGYHUVH PDUNHW UHDFWLRQ WR DQ\ LQGHEWHGQHVY ZH PD\ LQFXU RU
DFWLRQV E\ VKDUHKROGHUYV

FKDQJHV LQ PDUNHW YDOXDWLRQV RI VLPLODU FRPSDQLHV

FKDQJHV RU SURSRVHG FKDQJHV LQ ODZV RU UHJXODWLRQV RU GLIIH
HQIRUFHPHQW RI WKHVH ODZV DQG UHJXODWLRQV RU DQQRXQFHPHQW

¥ DGYHUVH SXEOLFLW\ DERXW WKH DXWRPRWLYH LQGXVWU\ RU WKH OXI.
WKRVH LQGXVWULHY VSHFLILFDOO\

$ OLWLJDWLRQ DQG JRYHUQPHQWDO LQYHVWLIJDWLRQV DQG
+ JHQHUDO PDUNHW DQG HFRQRPLF FRQGLWLRQV

H +H+ +H+ +H+ +H

7KH OR\DOW\ YRWLQJ SURJUDP PD\ DITHFW WKH OLTXLGLW\ RI RXU FRPPRQ \

2XU OR\DOW\ YRWLQJ SURJUDP FRXOG UHGXFH WKH WUDGLQJ OLTXLGL'
VKDUHV 7KH OR\DOW\ YRWLQJ SURJUDP LV LQWHQGHG WR UHZDUG RXU V¥
JUDQWLQJ LQLWLDO VKDUHKROGHUY DQG SHUVRQV KROGLQJ RXU FRPPRQ V
WR UHFHLYH VSHFLDO YRWLQJ VKDUHVY 6SHFLDO YRWLQJ VKDUHV FDQQRW
YRWLQJ SURJUDP DUH VROG WKH\ PXVW EH GHUHJLVWHUHG IURP WKH OR\
WUDQVIHUUHG WR XV RRUQQRWAR/QORGHUWWYRWLQJ SURJUDP LV GHVLJIJQHG \
EDVH DQG FRQYHUVHO\ LW PD\ GHWHU WUDGLQJ E\ VKDUHKROGHUV WKD
SURJUDP 7KHUHIRUH WKH OR\DOW\ YRWLQJ SURJUDP PD\ UHGXFH OLTXLGL
SULFH

7KH LOWHUHVWY RI RXU ODUJHVW VKDUHKROGHUV PD\ GLIITHU I[URP WKH LQW

([RU 1 9 2([RU® LV RXU ODUJHVW VKDUHKRHWHUHQWRRIG RAYU RXSNNRWIDK
VKDUHV DQG DSSUBRHWPBHWMHMO\RI RXU YRWEQXDBRZHUKBVHRRUH ([RU KDV D
LQIOXHQFH RYHU PDWWHUV VXEPLWWHG WR D YRWH RI RXU VKDUHKROGHU
VWDWHPHQWY GHFODUDWLRQV RI DQQXDO GLYLGHQGY WKH HOHFWLRQ DQ
RlI 'LUHFWRUYV? FDSLWDO LQFUHDVHY DQG DPHQGPHQWVEWRDRXU 7TMXWWF O}
3LHUR )HUUDUL D -HUVH\ WUXVW HVWDEOLVKHG E\ 3SLHUR )HUUDHUWF WKW RL
RXU RXWVWDQGLQJ FRPPRQ VKDUHV 3LHUR )HUUDUL KROGV WKH XVXIUXFW
ULJKWV RI VXFK VKDUHV FRUUHYV SRHYUEHQWWR IR SWR[L HEPEWHKOWY VW AKH XV I
SHUFHQWDJHYV RI RZQHUVKLS DQG YRWLQJ SRZHU DERYH DUH FDOFXODWHG
VKDUHV $V D UHVXOW 3LHUR )HUUDUL DOVR KDV LQIOXHQFH LQ PDWWHUV
7TUXVW 3LHUR )HUUDUL LQIRUPHG XV WKDW WKH\ KDYH HQWHUHG LQWR D V

SXUVXDQW WR ZKLFK WKH\ KDYH XQGHUWDNHQ WR FRQVXOW IRU WKH S



LWHPV RQ WKH DJHQGD RI VKDUHKROGHUYV PHHWLQJYV DQG ZLWK UHVSHFW
%RDUG RI 'LUHFDWRRW 6 KBBEHHKROGHUYV 6 K D UKH R Q @®/HHUNAY WW RHRHRQUWB QG 3L
FHUWDLQ FDVHV GLIIHU IURP WKRVH RI RWKHU VKDUHKROGHUYVY ,Q DGGLWLF
SXEOLF PDUNHW E\ 7UXVW 3LHUR )HUUDUL RU E\ ([RU RU WKH SHUFHSWLR(
SUHYDLOLQJ PDUNHW SULFH RI WKH FRPPRQ VKDUHYV

‘H PD\ KDYH SRWHQWLDO FRQIOLFWV RI LOWHUHVW ZLWK 6WHOODQWLY DQG

4XHVWLRQV UHODWLQJ WR FRQIOLFWY RI LOQWHUHVW PD\ DULVH EHWZ
ODUJHVW VKDUHKROGHU UHQDPHG 6WHOODQWLYV 1 9 KHUHLQDIWHU DOVR
*URXS?3 LQ D QXPEHU RI DUHDV UHODWLQJ WR FRPPRQ VKDUHKROGLQJV
UHODWLRQVKLSYVY 7KHUH DUH FHUWDLQ RYHUODSY DPRQJ WKH GLUHFWRUYV
RXU ([HFXWLYH &KDLUPDQ LV WKH &KDLUPDQ DQG DQ H[HFXWLYH GLUHFWR
Rl ([RU &HUWDLQ RI RXU RWKHU GLUHFWRUV DQG RIILFHUV PD\ DOVR EH GL
ODUJHVW VKDUHKROGHU 7KHVH LQGLYLGXDOV RZH GXWLHV ERWK WR XV C
GLUHFWRUV ZKLFK PD\ FUHDWH FRQIOLFWYVY DV IRU H[DPSOH WKHVH LQG
VXLWDEOH IRU ERWK XV DQG VXFK RWKHU FRPSDQLHV RU ZH SXUVXH EXVLC
KDYH DQ LQWHUHVW ([RU KRIOWBGFWHRISBRRPDODWNHNOAVWDQGLQJ FRPPRHQUYKDQWH \
RI WKH YRWLQJ SRHEHEUXMUXYV ZIKVARH LW KROGYV DSHEURHPWWHOWKH RXWVWD
VKDUHV LQ 6WHOODQWLY EDVHG RQ ([RUpV ODWHVW SXEOLF ILOLQJV DYDL
DUH FDOFXODWHG EDVHG RQ WKH QXPEHU RI RXWVWDQGLQJ VKDUHV QHW
DFWXDO SHUFHLYHG RU SRWHQWLDO FRQIOLFWYVY RI LOWHUHVW ZKHQ WKH!'
GHFLVLRQV WKDW FRXOG KDYH GLITHUHQW LPSOLFDWLRQV IRU XV DQG 6WHC(

2XU OR\DOW\ YRWLQJ SURJUDP PD\ PDNH LW PRUH GLIILFXOW IRU VKDUHK
FKDQJH RXU PDQDJHPHQW RU VWUDWHJ\ RU RWKHUZLVH H[HUFLVH LQIOXHC
FRPPRQ VKDUHYV

7KH SURYLVLRQV RI RXU DUWLFOHV RI DVVRFLDWLRQ ZKLFK HVWDEOLV
IRU D WKLUG SDUW\ WR DFTXLUH RU DWWHPSW WR DFTXLUH FRQWURO R
IDYRUDEO\ E\ VKDUHKROGHUYV KROGLQJ D PDMRULW\ RI RXU FRPPRQ VKDUH
ODUJH SURSRUWLRQ RI WKH YRWLQJ SRZHU RI )HUUDUL FRXOG EH FRQFHQW
KDYH VLJQLILFDQW LQIOXHEOXDIRYHURXV KBS RSSUR[IFDUIFHQW RI RXU RXW
FRPPRQ VKDUHVY DQG D YRWLQJ LQWHUNBHWHAHQWEINRBU\RI7TDRXSWRILPAPDWHBU I
-HUVH\ WUXVW HVWDEOLVKHG E\ 3LHUR )HUUDUL KHGHEUFRWIW RIURXKWR X W
FRPPRQ VKDUHV 3LHUR )HUUDUL KROGV WKH XVXIUXFW RYHU VXFK VKDUH
VKDUHV FRUUHVSRQGLQJ WR DV D UHVXOW RI WK$HORHOW R Y RW HQY RRAHLRKI
VKDUHVY 7KH SHUFHQWDJHVY RI RZQHUVKLS DQG YRWLQJ SRZHU DERYH DUH
RI WUHDVXU\ VKDUHV ,Q DGGLWLRQ ([RU DQG 3LHUR )HUUDUL LQIRUPHG
UHFHQWO\ DPHQGHG WR UHIOHFW DGKHUHQRBDMRAW B ¥ IVUHKRIORGHUINGO WL ( MA
3LHUR )HUUDUL PD\ HI[HUFLVH VLJQLILFDQW LQIOXHQFH RQ PDWWHUV LQYF
VKDUHKROGHUYVY SDUWLFLSDWLQJ LQ WKH OR\DOW\ YRWLQJ SURJUDP PD\ KD
RU RWKHU WUDQVDFWLRQV WKDW PD\ RWKHUZLVH EHQHILW RXU VKDUHKROC
VKDUHKROGHU LQLWLDWLYHYV DLPHG DW FKDQJLQJ )HUUDULpVY PDQDJHPHQW
2&RUSRUDWH *RYHUQDQFH+*/R\DOW\ 9RWLQJ 3URJUDP?

‘H DUH D 'XWFK SXEOLF FRPSDQ\ ZLWK OLPLWHG OLDELOLW\ DQG RXU VI
VKDUHKROGHUV RI FRPSDQLHY RUJDQL]JHG LQ WKH 8QLWHG 6WDWHYV

7KH ULJKWV RI RXU VKDUHKROGHUV PD\ EH GLIIHUHQW IURP WKH UL.
MXULVGLFWLRQV SXXEOUH BRPSWRK ZLWKQDDPDODWHG YHOERRWAWVRFKSPBUDWH DI
JRYHUQHG E\ RXU DUWLFOHV RI DVVRFLDWLRQ DQG WK N K H WM DRYGRWQ/L
RXU VKDUHKROGHUYV DQG WKH UHVSRQVLELOLWLHYVY RI PHPEHUV RI RXU %
VKDUHKROGHUVY DQG WKH UHVSRQVLELOLWLHV RI PHPEHUV RI ERDUG RI
MXULVGLFWLRQV LQFOXGLQJ WKH 8QLWHG 6WDWHV ,Q WKH SHUIRUPDQFH R
FRQVLGHU RXU LQWHUHVWY DQG WKH LQWHUHVWY RI RXU VKDUHKROGHUYV



REVHUYDWLRQ RI WKH SULQFLSOHV RI UHDVRQDEOHQHVY DQG IDLUQHVV )\
DUH GLITHUHQW IURP RU LQ DGGLWLRQ WR \RXU LQWHUHVWY DV D VKDUHK

‘H H[SHFW WR PDLQWDLQ RXU VWDWXV DV D 2IRUHLJQ SULYDWH LVVXHU3 XC
HI[HPSW IURP D QXPEHU RI UXOHV XQGHU WKH ([FKDQJH $FW RI DQG DUF
WKDQ D FRPSDQ\ LQFRUSRUDWHG LQ WKH 8QLWHG 6WDWHYV

$V D 2IRUHLJQ SULYDWH LVVXHU?® ZH DUH H[HPSW IURP UXOHV XQGHU \
2([FKDQJH $FW3 WKDW LPSRVH FHUWDLQ GLVFORVXUH DQG SURFHGXUDO Ul
([FKDQJH $FW ,Q DGGLWLRQ RXU RIILFHUV 'LUHFWRUV DQG SULQFLSDO \
VZLQJ3 SURILW UHFRYHU\ SURYLVLRQV RI 6HFWLRQ RI WKH ([FKDQJH $FW
WKHLU SXUFKDVHV DQG VDOHV RI RXU FRPPRQ VKDUHV ORUHRYHU ZH DI
VWDWHPHQWYV ZLWK WKH 6(& DV IUHTXHQWO\ RU DV SURPSWO\ DV 8 6 FRPS
$FW QRU DUH ZH UHTXLUHG WR FRPSO\ ZLWK 5HJXODWLRQ )' ZKLFK UHVYV
$FFRUGLQJO\ WKHUH PD\ EH OHVV SXEOLFO\ DYDLODEOH LQIRUPDWLRQ FRC

2XU DELOLW\ WR SD\ GLYLGHQGY RQ RXU FRPPRQ VKDUHYV PD\ EH OLPLWHG I

2XU SD\PHQW Rl GLYLGHQGVY RQ RXU FRPPRQ VKDUHV LQ WKH IXWXUF
FRQGLWLRQV HDUQLQJV FDVK EDODQFHV FRPPLWPHQWY VWUDWHJILF SOI
UHOHYDQW DW WKH WLPH LW UHFRPPHQGY DSSURYDO RI WKH GLYLGHQG 2]
FKDQJHV LQ VWDWXWRU\ UHTXLUHPHQWY PDUNHW WUHQGY VWUDWHJILF GF
,Q DGGLWLRQ XQGHU RXU DUWLFOHV RI DVVRFLDWLRQ DQG 'XWFK ODZ GL
DPRXQW RI HTXLW\ HIFHHGV WKH SDLG XS DQG FDOOHG XS FDSLWDO SOXV V
RU WKH DUWLFOHV RI DVVRFLDWLRQ )XUWKHU HYHQ LI ZH DUH SHUPLWWH
GLYLGHQGY RQ RXU FRPPRQ VKDUHV ZH PD\ QRW KDYH VXIILFLHQW FDVK W
KROGLQJ FRPSDQ\ DQG RXU RSHUDWLRQV DUH FRQGXFWHG WKURXJK RXU
SULPDULO\ GHSHQGY RQ WKH DELOLW\ RI RXU VXEVLGLDULHYVY SDUWLFXODL
WKH QHFHVVDU\ ILQDQFLDO UHVRXUFHYV

2XU PDLOQWHQDQFH RI WZR H[FKDQJH OLVWLQJY PD\ DGYHUVHO\ DIIHFW OLT
UHVXOW LQ SULFLQJ GLIITHUHQWLDOV RI RXU FRPPRQ VKDUHYVY EHWZHHQ WKH

2XU VKDUHV DUH OLVWHG RQ ERWK WKH 1<6( DQG (XURQH[W 0LODQ
WUDGLQJ EHWZHHQ WKH 1<6( DQG (XURQH[W OLODQ DGYHUVHO\ DIIHFW WKI|
WUDGLQJ PDUNHW IRU RXU FRPPRQ VKDUHV LQ RQH RU ERWK PDUNHWY DQ
'LITHUHQFHV LQ WKH WUDGLQJ VFKHGXOHV DV ZHOO DV YRODWLOLW\ LQ W
IDFWRUV PD\ UHVXOW LQ GLITHUHQW WUDGLQJ SULFHV IRU RXU FRPPRQ VKI

,W PD\ EH GLIILFXOW WR HQIRUFH 8 6 MXGJPHQWY DJDLQVW XYV

‘H DUH RUJDQL]JHG XQGHU WKH ODZV RI WKH 1HWKHUODQGYV DQG D VXE
6WDWHYV ORVW RI RXU 'LUHFWRUV DQG VHQLRU PDQDJHPHQW DQG RXU LQ
RXWVLGH WKH 8QLWHG 6WDWHYV DQG DOO RU D VXEVWDQWLDO SRUWLRQ R
$vV D UHVXOW LW PD\ EH GLIILFXOW IRU 8 6 LQYHVWRUV WR HIIHFW VHUYL
PD\ DOVR EH GLIILFXOW IRU 8 6 LQYHVWRUV WR HQIRUFH ZLWKLQ WKH 80Ql
OLDELOLW\ SURYLVLRQV RI WKH VHFXULWLHYV ODZV RI WKH 8QLWHG 6WDW|
ZKHWKHU WKH FRXUWYV RXWVLGH WKH 8QLWHG 6WDWHV ZRXOG UHFRJQL]H F
'LUHFWRUV DQG RIILFHUV SUHGLFDWHG XSRQ WKH FLYLO OLDELOLW\ SURY
WKHUHRI 7KHUHIRUH LW PD\ EH GLIILFXOW WR HQIRUFH 8 6 MXGJPHQWYV I
UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP



5LVNV 56HODWHG WR 7D[DWLRQ

&KDQJHV WR WD[DWLRQ RU WKH LQWHUSUHWDWLRQ RU DSSOLFDWLRQ RI \
RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

2XU EXVLQHVYV LV VXEMHFW WR YDULRXV WD[HV LQ GLIITHUHQW MXULV
,WDOLDQ FRUSRUDWH LQFRPH WDJ[ 2,5(6°% UHJLRQDO WUDGH WD[ 2,5%$33 )
DQG RWKHU LQGLUHFW WD[HV :H DUH H[SRVHG WR WKH ULVN WKDW RXU RY

&KDQJHV LQ WD[ ODZV RU UHJXODWLRQV RU LQ WKH SRVLWLRQ RI WKH
DSSOLFDWLRQ DGPLQLVWUDWLRQ RU LQWHUSUHWDWLRQ RI WKHVH ODZV F
QHJDWLYH HIIHFWV RQ RXU FXUUHQW EXVLQHVV PRGHO DQG KDYH D PDWF
ILQDQFLDO FRQGLWLRQ

,Q RUGHU WR UHGXFH IXWXUH SRWHQWLDO GLVSXWHY ZLWK WD[ DXWt
DJUHHPHQW $3%$ ZLWK WKH WD[ DXWKRULWLHV IRU WUDQVIHU SULFLQJ RC
IRUHLJQ VXEVLGLDULHV 7KH $3% FRYHUV WKH QH[W ILVFDO \HDUV DQG PD
ERWK SDUWLHYV

‘H ZHUH DGPLWWHG WR WKH &RRSHUDWLYH &RPSOLDQFH 5HJLPH LQ ,W
IRU FRQVWDQW DQG SUHYHQWLYH GLVFXVVLRQV EHWZHHQ WKH WD[SD\HL
WUDQVDFWLRQV 7KLV DGPLVVLRQ LV HIIHFWLYH DV RI WKH \HDU LQ Zk¥
DGRSWLRQ DQG YDOLGDWLRQ E\ ,WDOLDQ WD[ DXWKRULWLHV RI DQ LQWH
JUDPHZRUN 7&)

,Q DGGLWLRQ WD[ ODZV DUH FRPSOH[ DQG VXEMHFW WR VXEMHFWL)
SHULRGLFDOO\ EH VXEMHFW WR WD[ DXGLWV DLPHG DW DVVHVVLQJ RXU FRI
QRW DJUHH ZLWK RXU LQWHUSUHWDWLRQV RI RU WKH SRVLWLRQV ZH KDYF
DFWLYLWLHV DQG H[WUDRUGLQDU\ WUDQVDFWLRQV ,Q FDVH RI FKDOOHQJH
WD[ SURFHHGLQJV WKDW FRXOG UHVXOW LQ WKH SD\PHQW RI SHQDOWLHYV
EXVLQHVV DQG ILQDQFLDO FRQGLWLRQ

7TKHUH PD\ EH SRWHQWLDO 23DVVLYH )RUHLJQ ,QYHVWPHQW &RPSDQ\3 WDJ[ F

6KDUHV RI RXU VWRFN ZRXOG EH VWRFN RI D 2SDVVLYH IRUHLJQ LQYH)
WD[ SXUSRVHV ZLWK UHVSHFW WR D 8 6 KROGHU LI IRU DQ\ WD[DEOH \HDU
DSSOLFDWLRQ RI DSSOLFDEOH 20RRN WKURXJK UXOHV?3 L SHUFHQW RU
2SDVVLYH LQFRPH® LQFOXGLQJ GLYLGHQGY LQWHUHVW JDLQV IURP WKH
UR\DOWLHV RWKHU WKDQ UHQWYV DQG UR\DOWLHV ZKLFK DUH UHFHLYHG IUI
WUDGH RU EXVLQHVV DV GHILQHG LQ DSSOLFDEOH 7UHDVXU\ 5HIXODWLRQ
DYHUDJHG RYHU WKH \HDU DQG GHWHUPLQHG EDVHG XSRQ YDOXH SURGXF
SHUVRQV ZKR RZQ VKDUHV RI D 3),& DUH VXEMHFW WR D GLVDGYDQWDJHR
LQFRPH GHULYHG E\ WKH 3),& WKH GLYLGHQGV WKH\ UHFHLYH IURP WKH 3),
GLVSRVLWLRQ RI WKHLU VKDUHV LQ WKH 3),&

:KLOH ZH EHOLHYH WKDW VKDUHV RI RXU VWRFN DUH QRW VWRFN RI
FRQFOXVLRQ LV EDVHG RQ D IDFWXDO GHWHUPLQDWLRQ PDGH DQQXDOO\ D
PD\ EHFRPH VWRFN RI D 3),& LQ IXWXUH WD[DEOH \HDUV LI WKHUH ZHUH WR

7KH FRQVHTXHQFHV RI WKH OR\DOW\ YRWLQJ SURJUDP DUH XQFHUWDLQ

1R VWDWXWRU\ MXGLFLDO RU DGPLQLVWUDWLYH DXWKRULW\ GLUHFW
VSHFLDO YRWLQJ VKDUHV VKRXOG EH WUHDWHG IRU ,WDOLDQ RU 8 6 WD
MXULVGLFWLRQV DUH XQFHUWDLQ

7KH IDLU PDUNHW YDOXH RI WKH VSHFLDO YRWLQJ VKDUHV ZKLFK PELC
GHWHUPLQDWLRQ DQG LV QRW JRYHUQHG E\ DQ\ JXLGDQFH WKDW GLUHFWO



VSHFLDO YRWLQJ VKDUHY DUH QRW WUDQVIHUDEOH RWKHU WKDQ LQ YHU
VKDUHVY DQG D VKDUHKROGHU ZLOO UHFHLYH DPRXQWYVY LQ UHVSHFW RI WK
DQG LQWHQG WR WDNH WKH SRVLWLRQ WKDW WKH IDLU PDUNHW YDOXH RI
DXWKRULWLHYVY FRXOG DVVHUW WKDW WKH YDOXH RI WKH VSHFLDO YRWLQJ \

7KH WD[ WUHDWPHQW RI WKH OR\DOW\ YRWLQJ SURJUDP LV XQFOHDU LC
UHVSHFW RI WKH FRQVHTXHQFHV RI DFTXLULQJ RZQLQJ DQG GLVSRVLQJ RI

‘H FXUUHQWO\ EHQHILW RU VHHN WR EHQHILW IURP FHUWDLQ VSHFLDO WD]

,Q 6HSWHPEHU WKH *URXS VLIQHG DQ DJUHHPHQW ZLWK WKH ,WDO
UHJLPH LQWURGXFHG E\ ,WDOLDQ /DZ 1R ZKLFK SURYLGHG IRU D
JHQHUDWHG WKURXJK WKH GLUHFW RU LQGLUHFW XVH RI TXDOLILHG LQWDQ
NQRZ KRZ 7KLV UXOLQJ FRYHUHG WKH SHULRG IURP WR JRU WKH
FROQWLQXHG WR DSSO\ WKH VDPH UXOHV HVWDEOLVKHG LQ WKH DJUHHPHQ
ZLWK WKH UHODWHG WD[ EHQHILW UHFRJQL]JHG RYHU WKUHH DQQXDO LQVWI

/IDZ '"HFUHH 1R DV DPHQGHG E\ WKH , WDOLDQ EXGJHW ODZ
ZLWK D QHZ UHJLPH LOQWURGXFLQJ D 2VXSHU WD[ GHGXFWLRQ?3 IRU UH"
LQWDQJLEOH DVVHWYV UHJLVWHUHG IURP RQzDUGYV ,WDOLDQ WD[ OHJL\
UHJLPHV FRH[LVW XQWLO ZKHQ WKH RULJLQDO UHJLPH HQGV 7KH DPR
UHFHLYH LQ WKH IXWXUH IURP WKH 3DWHQW %R[ UHPDLQV VXEMHFW WR XQF

,Q DGGLWLRQ ZH EHQHILW IURP WKH PHDVXUHV LQWURGXFHG LQ ,WD
LQWR /DZ QR ZKLFK UHRSHQHG WKH YROXQWDU\ VWHS XS RI WDQJLEC(
SHUFHQW VXEVWLWXWLYH WD[ UDWH

JXUWKHUPRUH ZH FXUUHQWO\ FDOFXODWH WD[HV GXH LQ ,WwDO\ EDVH
E\ , wDOLDQ WD[ UHJXODWLRQV IRU 5 "' H[SHQVHVY DQG IRU WKH LQYHVWPHQV

7KHVH PHDVXUHV FRQWLQXH WR PLWLJDWH WKH WD[ EXUGHQ LQ ,WD¢
PLIJKW DGYHUVHO\ DIIHFW WKH DYDLODELOLW\ RI VXFK 2&KPGIHIR Q\R DVDG DU
WKH LQWHUSUHWDWLRQ RU DSSOLFDWLRQ RI WD[ ODZV FRXOG KDYH DQ [
FRQGLWLRQ?



2YHUYLHZ

JHUUDUL LV RQH RI WKH ZRUOGuVY OHDGLQJ OX[XU\ EUDQGY HQFRPSDYV
WKH 3UDQFLQJ +RUVH LV D VI\PERO RI H[FOXVLYLW\ LQQRYDWLRQ DQG FX\
UHFRIJQLWLRQ DUH FORVHO\ DVVRFLDWHG ZLWK LWV )RUPXOD UDFLQJ WHELC

6LQFH WKH LQDXJXUDO :RUOG &KDPSLRQVKLS LQ 6FXGHULD )HUUDUL KD
,Q WKH ),$ :RUOG (QGXUDQFH &KDPSLRQVKLS )HUUDUL ZRQ WKH +RXUV
HQGXUDQFH UDFHV IRU WKUHH FRQVHFXWLYH \HDUYV DQG

ODOXIDFWXUHUVpH DQG :RUOG 'ULYHUVp &KDPSLRQVKLSY EULQJLQJ D WRS
JURP LWV KRPH LQ ODUDQHOOR ,WDO\ )HUUDUL GHVLJQV HQJLQHHUV DQG
OX[XU\ VSRUWY FDUNDBRBWWVL IRIYHWZLGH WKDRWKR D LQHGV LGRIDNDFRINMN) RVSYHR ID
VDOH DV RI WKHVK@E RHSUHVHQW WKH HSLWRPH RI GHVLJQ SHUIRUPDQFH I
DQG FUHDWHY D VHOHFWLRQ RI SHUVRQDO OX[XU\ JRRGV FROOHFWLEOHV
SDVVLRQ

7KH IROORZLQJ WDEOH SUHVHQWY WKH *URXSuV FDU VKLSPHQWYV QH\
SURILW EHIRUH LQFRPH WD[ H[SHQVH ILQDQFLDO H[SHQVHV LQFRPH QHW
HQGHG 'HFHPEHU DQG )RU DGGLWLRQDO LQIRUPDWLRQ UHJDUGLQJ (%,7"
(%,7'$ WR QHW SURILW DV ZHOO DV RWKHU QRQ2J5&D QIFQDQF2 DU HB ¥ X1
JLQDQFLDO OHDVXUHV:?

)RU WKH \HDUV HQGHG 'HFHPEHU

1XPEHU RI FDUV DQG » PLOOLRQ
&DU VKLSPHQWYV
1HW UHYHQXHV
2SHUDWLQJ SURILW (%,7
1HW SURILW
(%,7'$

BBBEBBBBBBEBBBBBBBBBBBBBBBBBBBB
([FOXGLQJ VWULFWO\ OLPLWHG UDFLQJ FDUV VXFK DV WKH ;; 3URJUDPPH DQG WKH 3 ORGI

'KLOVW EURDGHQLQJ RXU SURGXFW SRUWIROLR WR JDWKHU GLIIHUHC
FRQWUROOHG YROXPH FDU SURGXFWLRQ VWUDWHJ\ LQ RUGHU WR PDLQWDL
RXU FDUV DQG ZH FDUHIXOO\ PDQDJH RXU SURGXFWLRQ YROXPHV DQG GHOL
UHJLRQDO PDUNHWV LQWR L (XURSH OLGGOH (DVW DQG $IULFD 2(0($® I
7DLZDQ DQG LY 5HVW RI $VLD 3DFLILF 2$3$&* S HBK EFKQIHHSAHI\M QBIEBNU H V

SHURHQMP LWV VKLSBKIE JMRJUDSKLF DOORFDWLRQ RI RXU VKLSPHQWYV L
DOORFDWLRQ VWUDWHJ\ DLPHG DW SUHVHUYLQJ WKH EUDQGMV H[FOXVLYLW
SKDVH LQ DQG SKDVH RXW WKH OHQJWK RI ZDLWLQJ OLVWV DQG RWKH
FRPPHUFLDO VWUDWHJ\ DQG RSSRUWXQLWLHV IRU IXUWKHU JURZWK

‘H IRFXV RXU PDUNHWLQJ DQG SURPRWLRQ HIIRUWV RQ WKH LQYHVWPH
RXU SDUWLFLSDWLRQ LQ WKH ),$ )RUPXOD :RUOG &KDPSLRQVKLS ZLWK
&KDPSLRQVKLS ZLWK WKH )HUUDUL (QGXUDQFH 7HDP 7KH ),$ JRUPXOD :RU
RI WKH PRVW ZDWFKHG DQQXDO VSRUWVY VHULHV LQ WKH ZRUOG ZLWK D JC
WKH PRVW SRSXODU DQQXDO VSRUWLQJ SURSHUWLHV JOREDOO\ DQ DYHL
PDUNHWV DQG D ERRPLQJ GLJLWDO IRRWSULQW ZLWK RYHU PLOOLRQ
VXUSDVVHG ELOOLRQ6IRXWHHD FRAURQWDLQ VHDVRQ HQG RI \HDU UHSR
*URXS$OWKRXJK RXU PRVW UHFHQW )RUPXOD ZRUOG WLWOH ZDV LQ
DFWLYLWLHV ZLWK WKH JRDO RI LPSURYLQJ UDFLQJ UHVXOWVY DQG UHVWRU
‘H EHOLHYH WKDW WKHVH DFWLYLWLHV VXSSRUW WKH VWUHQJWK DQG Dz
JHQHUDO SXEOLF %H\RQG )RUPXOD ZH FRPSHWH LQ VHYHUDO RWKHU PRW
PRVW SUHVWLJLRXV HQGXUDQFH UDFHV LQFOXGLQJ WKH +RXUV RI /H 0



(QGXUDQFH &KDPSLRQVKLS ZH ZRQ WKH :RUOG ODQXIDFWXUHUVu &KDPSLR
EDFN WR ODUDQHOOR DIWHU \HDUV DORQJ ZLWK WKH :RUOG 'ULYHUVu &K
DGGLWLRQ LQ -XQH ZH LQWURGXFHG WKH )HUUDUL +\SHUVDLO SURMH
UDFLQJ KHULWDJH ZLWK DGYDQFHG WHFKQRORJLFDO LQQRYDWLRQ 7KH SU
RQ RIITVKRUH VDLOLQJ LQYROYLQJ )HUUDUL HQJLQHHUV ZRUNLQJ FORVHO\ 7

JHUUDULpV SUHVHQFH LQ WKH EURDGHU OX[XU\ ODQGVFDSH LV NH\ V
JHQHUDWLRQV DQG WR DPSOLI\ WKH FXOWXUDO UHOHYDQFH RI RXU EUDQG
WR HOHYDWH DQG H[SDQG WKH RYHUDOO H[SHULHQFH RI RXU FOLHQWV $
FDUHIXOO\ VHOHFWHG OX[XU\ DQG OLIHVW\OH FDWHJRULHVY SHUVRQDO OX|
IXHO ORQJ WHUP JURZWK E\ EURDGHQLQJ RXU FXVWRPHU EDVH DQG H[SD
EXVLQHVY ZKLOH SUHVHUYLQJ WKH EUDQGuV '1$ LWV KHULWDJH DQG YD
VWUHQJIJWKHQ WKH VHQVH RI EHORQJLQJ WR WKH )HUUDUZ2 FRPPIXHA RV 2 X\
%XVLQHVV/LIHVW\OH?3

$vV SDUW RI RXU OLIHVW\OH DFWLYLWLHYV ZH ODXQFKHG RXU RZQ )HUU
-XQH DQG ZH KDYH FRQWLQXHG ZLWK VXFFHVVLYH VKRZFDVHV FXOPLC
6HSWHPEHU ‘H DOVR OLFHQVH WKH )HUUDUL EUDQG WR D OLPLWHG Q>
VHFWRUV LQFOXGLQJ WKHPH SDUNV WKDW ZH EHOLHYH HQKDQFH WKH EUI
ZRUOG RI )HUUDUL FDQ DOVR EH H[SHULHQFHG LQ RXU )HUUDUL OXVHXP LQ

$V RHFHPEHU RXU LOQOWHUQDWLRQDO QHWZRUN RHUHDUD WRZ @W®R UL\
RSHUDWHG MWRQHKLVEG VWRUHY ZKHUH YLVLWRUV FDQ ILQG RXU IDVKLRQ |

‘H ZLOO FRQWLQXH IRFXVLQJ RXU HIIRUWYV RQ SURWHFWLQJ DQG HQK
ILQDQFLDO SURILOH DQG IXHO ORQJ WHUP JURZWK LQ H[LVWLQJ DQG HPHU.
VHOHFWHG OLIHVW\OH FDWHJRULHYV

+LVWRU\ RI WKH &RPSDQ\

JHUUDUL 1 9 ZDV LGKEOERUDVWH® HG ML O@R MA\ YFHREQERERHWWY AWKHAHE E D Z V
IHWKHUR® GEYWHPEHU ZLWK DQ LQGHILQYWDHV %W D DWHLR)E SNV HRJIG IDARL
IHWKHUODQGY DQG RXU FRUSRUDWH DGGUHVV @G$SEHWRRLIBDQIIS ODFBHR®
ODUDQHOOR O0OHUYUWDD\LY UHJLVWHUHG ZLWK WKH 'XWFK 7UDGH 5HJLVWHU

WV WHOHSKRQH QXPEHU LV 7KH QDPH DQG DGGUHVV RI \
JHUUDUL 1RUWK $PHULFD ,QF 6\OYDQ $YHQXH (QJOHZRRG &OLIIV 1-
2XU FRPSDQ\ LV QDPHG DIWHU RXU IRXQGHU (Q]JR )HUUDUL $Q $0OID 5R
RZQ UDFLQJ WHDP 6FXGHULD )HUUDUL LQ ORGHQD LQ LQLWLDOO\ WR Ul
LQLWLDOO\ FDOOHG $XWR $YLR &RVWUX]LRQL ,Q ODWH (QIJR )HUUDUL P
UHPDLQV RXU KHDGTXDUWHUV WR WKLV GD\
, Q ZH SURGXFHG RXU ILUVW UDFLQJ FDU WKH 6 7KH 6V S
EHFRPH VIQRQ\PRXV ZLWK WKH )HUUDUL EUDQG ,Q WKH ILUVW URDG FI

EHFDPH DQ LQWHJUDO SDUW RI WKH )HUUDUL EUDQG

Q ZH EHJDQ RXU SDUWLFLSDWLRQ LQ WKH )RUPXOD :RUOG &KDPES
LQ ORQDFR ZKLFK PDNHV 6FXGHULD )HUUDUL WKH ORQJHVW UXQQLQJ )RUP.

2XU VXFFHVV RQ WKH ZRUOGMPV WUDFNV DQG URDGV H[WHQGV EH\RQG
LPSRUWDQW FDU UDFHV VXFK DV WKH +RXUV RI /H 0DQV WKH ZRUOGHV |
'D\WRQD

7KH )LDW JURXS DFTXLUHG D SHUFHQW VWDNH LQ )HUUDUL 6 S $ LC
IROORZLQJ WKH GHDWK RI (Q]JR )HUUDUL ZLWK WKH UHPDLQLQJ SHUFHQW

JHUUDUL EHFDPH DQ LQGHSHQGHQW SXEOLFO\ WUDGHG FRPSDQ\ IROO
ZLWK 3HXJHRW 6 $ LQ -DQXDU\ 6WHOODQWLV ZKLFK ZDV FRPSOHWHG



WKURXJK D VHULHV RI WUDQVDFWLRQV LQFOXGLQJ L DQ LOQWUDJURXS UH\
DVVHWY DQG EXVLQHVV RI )HUUDUL 1RUWK (XURSH /LPLWHG DQG WKH WUDC
WR WKH &RPSDQ\ LL WKH WUDQVIHU RI 3LHUR )HUUDULuV SHUFHQW VKL
SXEOLF RIIHULQJ RI FRPPRQ VKDUHV RI WKH &RPSDQ\ RQ WKH 1HZ <RUN 6
VIPERO 5%$&( DQG LY WKH GLVWULEXWLRQ IROORZLQJ WKH LQLWLDO SXEC
)&$pV VKDUHKROGHUYVY 2Q -DQXDU\ WKH &RPSDQ\ DOVR FRPSOHWHG V
WKH WLFNHU VI\PERO 5%$&(

,QGXVWU\ 2YHUYLHZ

'LWKLQ WKH OX[XU\ JRRGV PDUNHW ZH FXUUHQWO\ GHILQH RXU WDU.
HQIJLQHV SURGXFLQJ PRUH WKDQ KS DQG VHOOLQJ DW D UHWDLO SULFH
9%$7 KDV EHHQ XVHG DV UHIHUHQFH WKH 2/X[XU\ BHUIRUPDQFH &DU ,QGXVYV
BHUIRUPDQFH &DU ,QGXVWU\ KDYH IROORZHG WKRVH LQ WKH EURDGHU OX[>
,QGXVWU\ LV JHQHUDOO\ DIIHFWHG E\ JOREDO PDFURHFRQRPLF FRQGLWLRC
SURYHQ UHODWLYHO\ UHVLOLHQW JHQHUDO GRZQWXUQV FDQ KDYH D GLV!
GLVFUHWLRQDU\ QDWXUH RI FRQVXPHU VSHQGLQJ LQ WKLYV PDUNHW )XUW}l
GHFLVLRQ HFRQRPLF FRQILGHQFH DQG IDFWRUV VXFK DV H[SHFWDWLRQV
DFFHSWDELOLW\ RI OX[XU\ JRRGV PD\ LPSDFW VDOHYV

JROORZLQJ WKH VKDUS UHFHVVLRQ RI WKH /X[XU\ BHUIRUPDQTF
HFRQRPLF GRZQWXUQV DQG VWDJQDWLRQ LQ WKH EURDGHU HFRQRP\ GUL"
SHULRG Rl ZHDOWK FUHDWLRQ LQ VHYHUDO $VLDQ FRXQWULHV DQG WR |
SRSXODWLRQ RI SRWHQWLDO FRQVXPHUV RI OX[XU\ JRRGV ,QGHHG GHYH(
UHFHQW \HDUV WKH QHZO\ DIIOXHQW KDYH LQFUHDVLQJO\ HPEUDFHG ZHV)
GHPDQG LQ FHUWDLQ FRXQWULHV LQ $VLD IRU FDUV LQ RXU VHIJPHQW Z
PDQXIDFWXUHUV ,Q WXUQ WKH FKDQJLQJ GHPRJUDSKLF RI FXVWRPHUV D
OX[XU\ SHUIRUPDQFH FDUV DOVR VXLWHG WR DQ XUEDQ DQG PRUH IUHTXHQ
SXUFKDVHUV IRU OX[XU\ SHUIRUPDQFH FDUV KDV OHG WR QHZ HQWUDQWYV
RYHUDOO LQ WKH PDUNHW

$IWHU UHFRYHULQJ DQG VXUSDVVLQJ SUH SDQGHPLF YROXPHV LQ
JURZ XS WR VKRZLQJ D) NORBGRAKXULSPHQWY VXUSDVVHG WKH SUH S
HDUOLHU WKDQ WKH /X[XU\ BHUIRUPDQFH &DU ,QGXVWU\ FROQOWLQXHG WR
VWDEOH VLQFH LQ OLQH ZLWK RXU JURZWK VWUDWHJ\ DQG SODQV

, Q JHUUDUL FRPPHQFHG GHOLYHULHV RI WKH 3XURVDQJXH WKH |
)HUUDUL ZKLFK DUH FRQWLQXLQJ DV RI WKH GDWH RI WKLY GRFXPHQW *LY
IX[XU\ BHUIRUPDQFH &DU ,QGXVWU\ LQ ZKLFK )HUUDUL FRPSHWHY KDV EHHC(

SHUIRUPDQFH FDUV RIIHULQJ PRUH WKDQ KS DQG SULFHG LQ H[FHVV RI
UHIHUHQFH 7KLV QHZ UHIHUHQFH PDUNHW KDV EHHQ GHILQHG DV WKH
UHFRYHULQJ DQG VXUSDVVLQJ SUH SDQGHPLF YROXPHYV LQ WKH (QODUJ
XS WR VKRZLQJ D VORZGRZQ LQ

ORUH WKDQ LQ RWKHU VHIJPHQWY RI WKH EURDGHU OX[XU\ PDUNHW L
VLIQLILFDQW SRUWLRQ RI GHPDQG LV GULYHQ E\ QHZ SURGXFW ODXQFKHV
WLPH UHIOHFWLQJ WKH WLPLQJ RI SURGXFW ODXQFKHV 1HZ ODXQFKHV
HQYLURQPHQWY EHFDXVH WKH QRYHOW\ H[FOXVLYLW\ DQG H[FLWHPHQW RI
GHPDQG IURP FOLHQWYV 7KH (QODUJHG /X[XU\ 3HUIRUPDQFH &DU ,QGXVWU\
SHUVRQDOL]DWLRQ DQG GLJLWDO FRQQHFWLYLW\ ZLWK VHYHUDO LQGXV\
PDUNHWYV

,Q OLQH ZLWK WKH FKDUDFWHULVWLFV RI WKH PDUNHW DV QRWHG DER
WKH (QODUJHG /X[XU\ 3HUIRUPDQFH &DU ,QGXVWU\ LQ DQG KDV
FRPSHWLWRUV ZKLFK KDV FRXQWHUEDODQFHG VHYHUDO DGYHUVH JOREDO



(QODUJHG /X[XU\ BHUIRUPDQFH &DU ,QGXVWU\ PDQDJHG WR QDYLJDWH WKL
SROLFLHVY DQG E\ UHYLVLQJ WKHLU SULFLQJ VWUDWHJILHYVY DV ZHOO DV WKU

*URZLQJ HQYLURQPHQWDO FRQFHUQVY DUH OHDGLQJ WR WKH LPSOHPH:(

DQG DQ LQFUHDVH LQ GHPDQG IRU K\EULG YHKLFOHVY ,QVWHDG FRVWYV DQC
LQ WKH GHPDQG IRU HOHFWULF YHKLFOHVY EXW DGYDQFHPHQWY LQ EDWWH
K\EULG DQG HOHFWULF KLJK SHUIRUPDQFH OX[XU\ YHKLFOHVY DOWKRXJK D
DELOLW\ WR FRPELQH GULYLQJ H[SHULHQFH ZLWK K\EULG DQG HOHFWULF \
SHUIRUPDQFH OX[XU\ YHKLFOHV

$V VKRZQ LQ WKH FKDUW EHORZ RXU YROXPHV KDYH KLVWRULFDOO\ S

WKLV LV GXH WR RXU VWUDWHJI\ RI PDLQWDLQLQJ ORZ YROXPHV FRPSDUHG
SURGXFW SRUWIROLR DQG RXU PRUH IUHTXHQW SURGXFW ODXQFKHV FRPSD

FERRARI

12,000 -

11,000 A

10,000 -

Units Units

13,000 - r 95,000

- 85,000

L 75,000

9,000

8,000 1 L 65,000

7,000 -
L 55,000
6,000 -

5,000 A - 45,000

4,000 A

L 35,000
3,000 -

ENLARGED & LUXURY PERFORMANCE CAR INDUSTRY

2,000 A
L 25,000

1,000

15,000

Dec. 31,2004
Dec. 31,2005

Dec. 31,2006
Dec. 31,2007

Dec. 31, 2008
Dec. 31,2009
Dec. 31,2010
Dec. 31,2011
Dec. 31,2012
Dec. 31,2013
Dec. 31,2014
Dec. 31,2015
Dec. 31,2016
Dec. 31,2017
Dec. 31,2018
Dec. 31,2019
Dec. 31,2020
Dec. 31,2021
Dec. 31,2022
Dec. 31,2023
Dec. 31,2024

Dec. 31,2025

e [ERRAR] e= e e» ENLARGED LUXURY PERFORMANCE CAR INDUSTRY e ] UXURY PERFORMANCE CAR INDUSTRY

JHUUDUL /X[XU\ BHUIRUPDQFH &DU ,QGXVWU\ (QODUJHG /X[XU\ BHUIRUPDQFH &DU ,QGX
RQ XQLWV UHJLVWHUHG LQ %UD]LO -DSDQ 7DLZDQ 8QLWHG .LQJGRP &DQDGD 1HZ =H
&]HFK 5HSXEOLF 6SDLQ 6ZHGHQ 1HWKHUODQGV %HOJLXP DQG $XVWULD RU VROG LQ
DQG ,QGRQHVLD 6RXUFH 86% 86 ODNHU 'DWD &OXE %UD]LO -$72 &DQDGD -$72 $XVWUL
8. 6007 ,wDO\ 0,7 1HWKHUODQGV 9:( 3RODQG &(3L. +XQJDU\ OLQLVWU\ RI WKH ,QWHU
6SDLQ 75%$),&2 6ZHGHQ %UDQVFK'DWD 6ZLW]HUODQG $675% ODLQODQG &KLQD &KLQD $X
GDWD SURYLGHG E\ &$0 5XVVLD $(%586 7DLZDQ OLQLVWU\ RI 7UDQVSRUWDWLRQ DQC
,QGRQHVLD *$,.,1'2 1HZ =HDODQG 9)%$&76 6LQJDSRUH /7% 07$%$ /DQG 7UDQVSRUW $XWKR
.$,'$

‘H LGHQWLI\ WKH /X[XU\ 3BHUIRUPDQFH &DU ,QGXVWU\ WR LQFOXGH DOO WZR GRRU OX[X
(XUR ,WDOLDQ PDUNHW SULFH LQFOXGLQJ 9%$7 DV UHIHUHQFH VROG E\ $VWRQ 0DU
OHUFHGHV %HQ] 3RUVFKH DQG 5ROO0V 5R\FH

LWK WKH 3XURVDQJXH )HUUDUL HQWHUHG D QHZ VHIPHQW RI IRXU GRRU DQG IRXU ZKH
IX[XU\ BHUIRUPDQFH &DU ,QGXVWU\ KLVWRULFDOO\ FRQVLGHUHG ZH DOVR LGHQWLILHG
VHIPHQW ZKLFK DOVR LQFOXGHV KLJK ULGLQJ IRXU GRRU OX[XU\ SHUIRUPDQFH FDUV R
,WDOLDQ PDUNHW SULFH LQFOXGLQJ 9%7 DV UHIHUHQFH PRVWO\ VROG E\ WKH VDPH DIF

JHUUDUL GDWD EDVHG RQ LQWHUQDO LQIRUPDWLRQ IRU WKH 7TRS &RXQWULHV H[FOXC
ZKLFK DFFRXQWHG IRU DSSUR[LPDWHO\ RI WKH WRWDO )HUUDUL VKLSPHQWYV LQ



, Q JHUUDULpV YROXPHYV LQ WKH ODUJHV WV XVRDULNHAVEY EX HRUXHU Lt
SURGXFW UDQJH

7TKH FKDUWY EHORZ VHW IRUWKEBXHGPBQNHRWOXKBYHN LROXU ODUJ
JHRJUDSKLFDO DUHD

, Q ZH KDG D PDUNHW VKDUH RI LQ WKH /X[XU\ 3BHUIRUPDQFH &D
PDUNHW
Top 25 Markets EMEA Americas Mainland China & Taiwan Rest of APAC

N B T T

64% 65%

76% 76% oo
, Q ZH KDG D PDUNHW VKDUH RI LQ WKH (QODUJHG /X[XU\ 3HUIRUP
IRXU GRRU OX[XU\ SHUIRUPDQFH FDUV DUH LQFOXGHG
Top 25 Markets EMEA Americas Mainland China & Taiwan Rest of APAC
82% 82% o 9% e

JHUUDUL /X[XU\ BHUIRUPDQFH &DU ,QGXVWU\ (QODUJHG /X[XU\ BHUIRUPDQFH &DU ,QGX
RQ XQLWV UHJLVWHUHG LQ %UD]LO -DSDQ 7DLZDQ 8QLWHG .LQJGRP &DQDGD 1HZ =H
&]HFK 5HSXEOLF 6SDLQ 6ZHGHQ 1HWKHUODQGV %HOJLXP DQG $XVWULD RU VROG LQ |
DQG ,QGRQHVLD 6RXUFH 86% 86 ODNHU 'DWD &OXE %UD]LO -$72 &DQDGD -$72 $XVWUL
8. 6007 ,WDO\ 0,7 1HWKHUODQGV 9:( 3RODQG &(3L. +XQJDU\ OLQLVWU\ RI WKH ,QWH!I
6SDLQ 75%$),&2 6ZHGHQ %UDQVFK'DWD 6ZLW]JHUODQG $675% ODLQODQG &KLQD &KLQD $X
GDWD SURYLGHG E\ &$0 5XVVLD $(%586 7DLZDQ OLQLVWU\ RI 7UDQVSRUWDWLRQ DQC
,QGRQHVLD *$,.,1'2 1HZ =HDODQG 9)%$&76 6LQJDSRUH /7% 07$%$ /DQG 7UDQVSRUW $XWKR
.$,'$

‘H LGHQWLI\ WKH /X[XU\ 3BHUIRUPDQFH &DWXPAXVW ZLWK SRZHU DERYH KS YIRQUG UHW
(XUR ,WDOLDQ PDUNHW SULFH LQFOXGLQJ 9%$7 DV UHIHUHQFH VROG E\ $VWRQ 0DU
OHUFHGHV %HQ] 3RUVFKH DQG 5ROOV 5R\FH )HUUDUL LV PDUNHW OHDGHU LQ VHYHU
6LQJDSRUH DQG 6RXWK .RUHD DPRQJ RWKHUYV

'LWK WKH 3XURVDQJXH )HUUDUL HQWHUHG LQ D QHZ VHIJPHQW RI IRXU GRRU DQG IRXU
WKH /X[XU\ 3BHUIRUPDQFH &DU ,QGXVWU\ KLVWRULFDOO\ FRQVLGHUHG ZH DOVR LGHQWLI
VHIPHQW ZKLFK DOVR LQFOXGHV KLJK ULGLQJ IRXU GRRU OX[XU\ SHUIRUPDQFH FDUV R/
,WDOLDQ PDUNHW SULFH LQFOXGLQJ 9%$7 DV UHIHUHQFH PRVWO\ VROG E\ WKH VDPH D
UHVSHFW WR WKH (QODUJHG SHULPHWHU )HUUDUL PDLQWDLQV LWV OHDGHUVKLS LQ ,WELC

JHUUDUL GDWD EDVHG RQ LQWHUQDO LQIRUPDWLRQ IRU WKH 7TRS &RXQWULHV H[FOXC
ZKLFK DFFRXQWHG IRU DSSUR[LPDWHO\ RI WKH WRWDO )HUUDUL VKLSPHQWYV LQ



KLOH ZH PRQLWRU RXU PDUNHW VKDUH DV DQ LQGLFDWRU RI RXU I
SDUWLFXODUO\ UHOHYDQW DV FRPSDUHG WR RWKHU VHIPHQWY RI WKH DXW
SHUIRUPDQFH PHWULF ,QVWHDG ZH GHOLEHUDWHO\ PDQDJH RXU VXSSO\
HIFOXVLYLW\ DQG SUHPLXP SULFLQJ

&RPSHWLWLRQ

&RPSHWLWLRQ LQ WKH (QODUJHG /X[XU\ BHUIRUPDQFH &DU ,QGXVWU\
LQFOXGLQJ ERWK ODUJH DXWRPRWLYH FRPSDQLHV WKDW RZQ OX[XU\ EUDQ
FDUV OLNH XV 2XU PDLQ FRPSHWLWRUV DUH /DPERUJKLQL OF/DUHQ $VWR
OHUFHGHV %HQ] DQG /DQG 5RYHU LQ FHUWDLQ VHIJPHQWY RI WKH PDUNHW
WDUJHW FXVWRPHU VHIPHQW IRU HDFK PRGHO

&RPSHWLWLRQ LQ WKH (QODUJHG /X[XU\ BHUIRUPDQFH &DU ,QGXVWU\ |
WKH DSSHDO RI WKH SURGXFWYV LQ WHUPV RI SHUIRUPDQFH GULYLQJ WKUI
DELOLW\ WR UHJXODUO\ UHQHZ WKHLU SURGXFW RIITHULQJY WR FRQWLQXH V

&RPSHWLWLRQ DPRQJ VLPLODUO\ SRVLWLRQHG OX[XU\ SHUIRUPDQFH F|
5HVLOLHQFH RI WKH FDU YDOXH DIWHU D SHULRG RI RZQHUVKLS LV DQ LP¢
OX[XU\ FDUV EHFDXVH KLJKHU UHVLOLHQFH GHFUHDVHV WKH WRWDO FRVW
D VWURQJ FRPSHWLWLYH DGYDQWDJH RI )HUUDUL FDUV



2YHUYLHZ RI 2XU % XVLQHVYV

6SRUWYV &DU /LQH 8S

RANGE SPECIAL SERIES ICONA SUPERCAR

G -

o 4 )
il is

, Q ZH ODXQFKHG VL[ QHZ PRGHOV 6SHFLDOH 6SHFLDOH $ $PL
DQG WKH )HUUDUL /XFH RXU ILUVW IXO0O HOHFWULF PRGHO WKDW ZLOO MR
IXFH WRRN SODFH LQ 2FWREHU ZLWK WKH SUHVHQWDWLRQ RI LWV NH\
DQG ZDV IROORZHG LQ )HEUXDU\ E\ WKH XQYHLOLQJ RI WKH LQWHULRU G

2XU FXUUHQW SURGXFW SRUWIROLRIRWEBKBK YK EDRNQWWH Y HQW H & PLRH
FRQVLVWYV RI

¥ QLQH 5DQJH PRGHOV RI ZKLFK L WZR 9 LQWHUQDO FRPEXVWLRQ HQJ
WKUHH 9 ,&( PRGHOV 3XURVDQJXH &LOLQGUL DQG &LOLQGUL 6SLC
*76 DQG LY WZR 9 K\EULG PRGHO THVWDURVVD DQG THVWDURYV

¥ IRXU 6SHFLDO 6HULHYVY PRGHOV 6) ;; 6GWUDGDOH 6) ;; 6SLGHU 6St

¥ RQH 6XSHUFDU PRGHO )

'XULQJ WKH FRXUVH RI WKH \HDU ZH SKDVHG RXW WKH IROORZLQJ P
6SHFLDO 6HULHYVY DQG 'D\WRQD 63 OLPLWHG VHULHV ,FRQD PRGHO

‘H DOVR SURGXFH WUDFN FDUV DQG OLPLWHG HGLWLRQ 2QH 21l FDUV I
FDUV WKDW PD\ EH IRU WUDFN A&RJ VHOPD WSBIFN DXOS M R BIRIVG 5@ MADREE Y DQV HU
LOWHUHVWHG FOLHQWYV

2XU GLYHUVLILHG SURGXFW RIIHULQJ PD\ LQFOXGH GLIITHUHQW DUFKL
HQJLQH VL]IHV 9 9 DQG 9 WHFKQRORJLHVY QDWXUDO DVSLUDWHG WXUE
WDUJD DQG GRRUV DQG VHDWYV VHDWHUYV VHDWHUYV VHDWHUYV

ROAD CARS

RANGE SPECIAL SERIES ICONA SUPERCAR
oiles Gile Eiie Gl i - T |
V6 Hybrid V8 V8 Hybrid Vi2 Vi2 V6 Hybrid V8 Hybrid Vi2 V6 Hybrid
296 GTB Amalfi 849 Testarossa 12Cilindri Purosangue 296 Speciale SF90 XX Daytona SP3 F80
296 GTS Roma Spider 849 Testarossa Spider  12Cilindri Spider 296 Speciale A SF90 XX Spider




POWERTRAIN BODY STYLE BODY FRAME

B

COUPE ~ ALUMNN

Do

SPIDER

HYBRID

CARBON

|

I

PUROSANGUE

‘H WDUJHW HQG FOLHQWYVY VHHNLQJ KLJK SHUIRUPDQFH FDUV ZLWK
RXWVWDQGLQJ GULYLQJ G\QDPLFV WR PD[LPL]H GULYLQJ HPRWLRQV 2XU EL
2GLIITHUHQW )HUUDUL IR @G LIHKEBIO@W) HHUDD UV WR EZ IGLLA KH B H Q @V PR-PLHQIWD/E O |
KLIJKO\ GLIIHUHQWLDWHG SURGXFW OLQH XS WKDW FDQ PHHW WKH YDU\LQ
VSRUWLQHVV FRPIRUW RQ ERDUG VSDFH DQG GHVLJQ DPRQJVW RWKHUV
YDULRXV PRPHQWVYV RI WKHLU OLYHV :H EHOLHYH WKDW RXU FOLHQWYV FDQ
26SRUWV &DU 'ULYHU® D FOLHQW ORRNLQJ IRU DQ HOHJDQW DQG XQGHUVW
DQG FRQGLWLRQV DORQH RU ZLWK SDVVHQJHUV DQG ZKR XVHV )HUUDUL |
ORRNLQJ IRU D KLJK SHUIRUPLQJ DQG H[WUHPH VSRUWV FDU ZKR LQWHQGYV
ORRNLQJ IRU DQ H[FLWLQJ GULYLQJ H[SHULHQFH



‘H DUH DOVR DFWLYHO\ HQJDJHG LQ DIWHU VDOHYV DFWLYLWLHY GULYH
HIWHQGLQJ WKH PDUNHW YDOXH RI WKH FDUV ZH VHOO :H EHOLHYH RXU
RZQHUVKLS VLIJQLILFDQWO\ HIFHHGV WKDW RI DQ\ RWKHU EUDQG LQ WKH O)>
VWULFWO\ OLPLWHG HJ 6SHFLDO 6HULHV ,FRQD 6XSHUFDUV +LJK UHVLC
ZKHQ SXUFKDVLQJ RXU FDUV WDNH LQWR DFFRXQW WKH H[SHFWHG UHV
JXUWKHUPRUH D KLJKHU UHVLGXDO YDOXH SRWHQWLDOO\ ORZHUV WKH FR’
FOLHQW OR\DOW\ DQG SURPRWLQJ UHSHDW SXUFKDVH 7KH YDVW PDMRUL)
UHPDLQ LQ H[LVWHQFH WRGD\ $V )HUUDUL FRQWLQXHV WR HYROYH WKURX
FRPPLWWHG WR HQVXULQJ WKDW )HUUDUL RZQHUV FDQ FRQWLQXH WR HQWN
WKDW D )HUUDUL LV GHVLIQHG WR HQGXUH 7R VXSSRUW WKLV FRPPLWPHQ
R DXWKRUL]J]HG GHDOHUV HDFK VXEMHFW WR RQJRLQJ WUDLQLQJ DQG S
HIWHQGHG PDLQWHQDQFH DQG ZDUUDQW\ SURJUDPV DFURVY DOO SRZHUWU|
JRU DGGLWLRQDO LQIRUPDWLRQ UHODWLQZ2WR WIRYXUH Z ORU W2DXQW% XSVULRQIRN\DWPAS D
6DOHV:S



7KH IROORZLQJ FKDUW VKRZV WKH SHEUBHOQRDWHKRI\RBU\X 8 D\ WK LISPH P
DQG

([FOXGLQJ VWULFWO\ OLPLWHG UDFLQJ FDUV VXFK DV WKH ;; 3URJUDPPH DQG WKH 3 ORGI
7KHUH ZHUH QR VKLSPHQWYV RI 6XSHUFDUV GXULQJ WKH SHULRG IURP WR

7KH IROORZLQJ FKDUW VKRZV WKH SHEBFHE@WDUBISRLFRRD UNHW IRKL SF
'"HFHPEHU DQG

([FOXGLQJ VWULFWO\ OLPLWHG UDFLQJ FDUV VXFK DV WKH ;; 3URJUDPPH DQG WKH 3 ORGI

6HH BV QFLDO 2YHUYLHZ+7UHQGYV 8QFHUWDLQWLHYV DQG 2SSRUWXQ|



7KH IROORZLQJ FKDUW VKRZV WKH SEUFIQQIMDH MRS FR KRIUXWQ K W WHKDLLEP H Q
DQG

([FOXGLQJ VWULFWO\ OLPLWHG UDFLQJ FDUV VXFK DV WKH ;; 3URJUDPPH DQG WKH 3 ORGI
5DQJH
2XU 5DQJH OLQH FRPSULVHV SURGXFWV GHVLJQHG IRU ERWK RXU 3LOR

5DbQJH PRGHOV GHVLJQHG IRU 3LORW FOLHQWY DUH FKDUDFWHUL]HG E
DHURG\QDPLFV WKDW RIWHQ EHQHILW IURP WHFKQRORJLHV LQLWLDOO\ G
DFWLYLWLHY 7KH\ IDYRU SHUIRUPDQFH RYHU FRPIRUW VHHNLQJ WR SURY
KDQGOLQJ OHYHUDJLQJ VWDWH RI WKH DUW YHKLFOH G\QDPLFV FRPSRQH
6SLGHU LQ ZH FXUUHQWO\ RIITHU WKH IROORZLQJ 5DQJH PRGHOV IRU R
6SLGHU ZKLFK IHDWXUH D 9 HQJLQH KS ZLWK WKUHH HOHFWULF PRWR
DQG WKH *76 ZKLFK DOVR IHDWXUH 3+(9 WHFKQRORJ\ DQG DUH SRZHUHC
URDG FDU SURGXFLQJ KS RI WRWDO SRZHU RXWSXW GHOLYHUHG E\ WKH
PRWRU FDSDEOH RI GHOLYHULQJ D IXUWKHU N: KS °DQ XQSUHFHGHQ

5DQJH PRGHOV GHVLJQHG IRU 6SRUWYV &DU 'ULYHU FOLHQWY IHDWXUH
PRUH UHILQHG LQWHULRUV ZLWK D KLJKHU IRFXV RQ FRPIRUW DQG RQ ERI
PRGHOV IRU RXU 6SRUWYV &DU 'ULYHU FOLHQWY WZR PRGHOV HTXLSSHG ZLV
KS DQRG WKUHH PRGHOV HTXLSSHG ZLWK RXU 9 QDWXUDOO\ DVSLUDW

KS DQG WKH &LOLQGUL 6SLGHU KS

7KH )HUUDUL /XFH ZLOO DOVR MRLQ RXU 5DQJH PRGHO OLQH XS
6SHFLDO 6HULHV
JURP WLPH WR WLPH ZH DOVR GHVLJQ HQJLQHHU DQG SURGXFH 6SHFL

DQG DUH XVXDOO\ EDVHG RQ VRPH RI RXU 5DQJH PRGHOV EXW LQWURGXFH
VLIJQLILFDQW PRGLILFDWLRQV GHVLJQHG WR HQKDQFH SHUIRUPDQFH DQG



WDUJHWHG WR FROOHFWRUV DQG IURP D FRPPHUFLDO DQG SURGXFW GHYH
WR QHZ 5DQJH PRGHOV ,Q ZH ODXQFKHG WKH 6) ;; 6WUDGDOH DQG 6)
DQG WHFKQRORJLFDO FRQWHQW DQG WKH ILUVW ;; VWUHHW OHJDO FDUV ¢
W K H 6SHFLDOH DQG 6SHFLDOH $ UHVSHFWLYHO\ D FRXSH DQG D WDL
HQJLQHV B6KLSPHQWV RI ERWK PRGHOV ZLOO VWDUW LQ

,FRQD

,Q 6HSWHPEHU ZH LQWURGXFHG D QHZ SLOODU RI RXU SURGXFW
LQVSLUDWLRQ IURP WKH LFRQLF FRQFHSWV RI RXU KLVWRU\ DQG UHLQWHU
RI WKH DUW PDWHULDOV DQG WHFKQRORJ\ 7KH ILUVW H[DPSOH RI WKLV V
63 63 ZKLFK LV LQVSLUHG E\ WKH FODVVLF FROOHFWLEOH EDUFKHWWD F|

FXUUHQWO\ RXW RI SURGXFWLRQ ,Q WKH 'D\WRQD 63 ZDV XQYHLOHC
OHJHQGDU\ )HUUDUL VSRUWYV SURWRW\SHV RI WKH V KLVWRULFDOO\ H°
PRXQWHG LQ W\SLFDO UDFLQJ FDU VW\OH 7KH 'D\WRQD 63 IROORZV WKH \
ZLWK 1P RI WRUTXH DQG PD[LPXP UHYV RI 530 ° PDNLQJ LW WKH PRVYV

EXLOW E\ )HUUDUL 7KH 'D\WRQD 63 FRPSOHWHG LWV OLPLWHG VHULHV UXC
6XSHUFDUV

,Q OLQH ZLWK RXU WUDGLWLRQ RI 6XSHUFDUV VWDUWLQJ ZLWK WKH *7
) LQ WKH (Q]R LQ WKH /D)HUUDUL LQ DQG WKH /D)HUUDUL $S
HGLWLRQ 6XSHUFDUV RXU ODWHVW LV WKH ) XQYHLOHG LQ 2FWREHU
SHUIRUPDQFH DW WKH WLPH DQG DUH RIWHQ WKH IRUHUXQQHUV RI WHFKQF
IHDWXUHV DQG IXWXULVWLF GHVLJQ

7TUDFN FDUV

‘H DOVR GHYHORS VSHFLDO WUDFN UDFLQJ FDUV WKDW DUH EDVHG RQ
UHJLVWHUHG IRU XVH RQ WKH URDG DQG PD\ RQO\ EH XVHG RQ WUDFN LQ |
RXU ;; 3URJUDPPH )HUUDUL &KDOOHQJH ) &OLHQWL DQG 6SRUW 3URWRWLSE



2QH 211V

,Q RUGHU WR PHHW WKH YDU\LQJ QHHGV RI RXU PRVW OR\DO DQG GLV
Rl 2QH 21l PRGHOV :KLOH EDVHG RQ WKH FKDVVLV DQG HTXLSSHG ZLWK HQJ
UHJLVWUDWLRQ SXUSRVHVY WKHVH FDUV UHIOHFW WKH H[DFW H[WHULRU D¢
SURGXFHG DV D VLQJOH XQLTXH FDU 6RPH RI WKH PRVW LFRQLF PRGHOV |
LQVSLUHG E\ WKH %% DQG FUHDWHG LQ WKH ) 756 D UDGLFDO W
%HUOLQHWWD LQ WKH HUUDUL 63 D VXSHUODWLYH PLG UHDU 9 WX

WKH 00 6SHFLDOH WKH ODVW PLG UHDU PRGHO ZLWK D 9 QDWXUDO
WUDFN FDU WDNLQJ LQVSLUDWLRQ IURP SDVW )HUUDUL 6SRUW 3URWRWLSR
6XSHUIDVW 9 SODWIRUP LQ 7KH ODVW PRGHOV LQFOXGH WKH %5 D
SURGXFHG LQ DQG WKH 63 8QLFD EDVHG RQ WKH ) 7ULEXWR DQG 63
FRQILIXUDWLRQ ERWK ODXQFKHG LQ , Q ZH SURGXFHG WKH .& D
IHDWXULQJ D IXWXULVWLF GHVLJQ DV ZHOO DV WKH 63 ZKLFK LV EDVHG
YLVLEOH FDUERQ ILEHU LQ WKH IURQW SDUW RI WKH FDU ,Q ZH SURGX]
LQVSLUHG E\ WKH OHJHQGDU\ )

,Q DGGLWLRQ WR WKH DIRUHPHQWLRQHG FDUV IURP WLPH WR WLPH ZF}
WUDFN RU QRQ WUDFN XVH



7KH IROORZLQJ FKDUW VKRZV RXU SURGXFW RIITHULQJupY VWUDWHILF S
UHVSHFWLYHO\

SHUVRQDOL]DWLRQ 2IIHU

(DFK )HUUDUL UHSUHVHQWY D PDVWHUSLHFH RI HQJLQHHULQJ DQG GH\
DYDLODEOH WKURXJK RXU H[FOXVLYH SURGXFW SRUWIROLR 7RGD\ RI
WLHUHG DQG EHVSRNH DSSURDFK WKDW HQVXUHYVY HYHU\ H[DPSOH LV RQH R

$PRQJ WKH SULPDU\ HOHPHQWY ZKLFK DUH FRQWLQXDOO\ H[SDQGLQJ
GHVLIQV WKDW DGG D UHILQHG WRXFK DQG EHWWHU GHILQH WKH FDUpV FK
IRU WKH LQWHULRUV FDUERQ ILEHU FRPSRQHQWY LQ YDULRXV FRORU YDUL
VXVSHQVLRQ DQG VWDWH RI WKH DUW KLJK ILGHOLW\ DXGLR VA\VWHPYV

7KH GHPDQG RI RXU FOLHQWYV FRXSOHG ZLWK RXU SHUVRQDOL]DWLRQ
EHLQJ D XQLTXH DQG LUUHSODFHDEOH YHKLFOH ,W LV QRW PHUHO\ DERX
XQLTXH MRXUQH\



7KH SHUVRQDOL]DWLRQ H[SHULHQFH LV HQKDQFHG WKURXJK WDUJHW|
UHODWLRQVKLSV ZLWK FOLHQWY EULQJ XV FORVHU WR WKHP DQG SURYL(
JHUUDUL GHDOHUV DQG FOLHQWY 7KHVH LQLWLDWLYHV LQFOXGH

$ WKH 2$WHOLHU® SURJUDP ZKHUH RXU VSHFLDOLVWV JXLGH WKH FO
FRQWLQXRXVO\ JURZLQJ DQG HQULFKLQJ DUUD\ Rl RSWLRQV HQVXULC
SDLQWY FUHDWHG VSHFLILFDOO\ DW WKH FOLHQWpV UHTXHVW FXVWR
FKDUDFWHU LQ OLQH ZLWK WKH RZQHUuV OLIHVW\OH DQG GULYLQJ SU}
GXDO JORVV\ PDWWH ILQLVKHV IRU ERWK WKH H[WHULRU DQG LQWHU
OXJJIJDJH VHWV GHVLJQHG WR SHUIHFWO\ PDWFK WKH FDUuV LQWHULRU

f YyLvpLwyvy E\ $WHOLHU VSHFLDOLVWY WR GHDOHUVKLSY WR VKDUH EHVW
DQG FRPSOHWLQJ WKH RYHUDOO FOLHQW H[SHULHQFH DQG

¥ WKH 27DLORU ODGH® SURJUDP ZKLFK HOHYDWHY SHUVRQDOL]DWLRQ W
JHUUDUL GHVLJQHUV IRU HDFK FOLHQW JXLGLQJ WKHP LQ VHOHFWLC(
LOQQRYDWLYH ILEHUV IRU WKHLU FDU 7KH WKUHH FROOHFWLRQYV 6 F>
EUDQGMY HVVHQFH FHOHEUDWLQJ VSRUWLQJ KLVWRU\ WUDGLWLRQDO

,Q DGGLWLRQ WR WKH H[LVWLQJ 7DLORU ODGH FHQWHUV LQ ODUDQHO
ODUNHWYV 'D\ ZH DQQRXQFHG SODQV WR RSHQ QHZ 7DLORU ODGH FHQWHUV
H[LVWLQJ FHQWHU LQ ODUDQHOOR

J)LEQDOO\Y WKH 22QH 2113 SURJUDP RIIHUV WKH SLQQDFOH RI H[FOXVL
SHUVRQDOL]HG GRZQ WR?22WEH YMPDEROCHV\WR UUCBEBOGLOYLBRIBO GHWDLOV

'"HVLJQ

'"HVLJQ LV D IXQGDPHQWDO DQG GLVWLQFWLYH DVSHFW RI RXU SURGXF
SDUW RI RXU LQQRYDWLRQ SURFHVVY DQG HYHU\WKLQJ ZH GR WR GHYHO
SHUIRUPDQFH DQG GULYLQJ WKULOOV 2XU GHVLIQHUV PRGHOHUV DQG HQJ
PRVW LQQRYDWLYH DHURG\QDPLF VROXWLRQV LQ WKH VOHHN DQG SRZHUIX
EDODQFH IXQFWLRQDOLW\ DHVWKHWLFY DQG FRPIRUW &RFNSLWV DUH GH
PRUH VSRUW\ RU PRUH FRPIRUWDEOH GHSHQGLQJ RQ WKH PRGHO 7KH LQW,
DQG GHWDLOV WKDW HQKDQFH WKH HUJRQRPLF OD\RXW RI DOO PDLQ FRQV
JXLGLQJ SULQFLSOH RI RXU GHVLJQ LV WKDW HDFK QHZ PRGHO UHSUHVHQW
GLVWLQFWLYH DHVWKHWLF HOHPHQWY GHOLYHULQJ FRQVWDQW LQQRYDWL

JRU WKH GHVLJQ RI RXU FDUV ZH UHOLHG KLVWRULFDOO\ RQ ,WDOLD
6FDJOLHWWL DQG 3LQLQIDULQD 7KHVH SDUWQHUVKLSVY KHOSHG )HUUDUL
DGYDQFH 7KURXJKRXW WKH \HDUV WKLYV DUHD RI HIFHOOHQFH KDV EHHQ
EHVWRZHG XSRQ )HUUDUL FDUV

, Q ZH HVWDEOLVKHG WKH )HUUDUL 'HVLJQ &HQWUH RXU LQ KRXVH
FROQOWURO RYHU WKH HQWLUH GHVLJQ SURFHVY DQG HQVXULQJ ORQJ WHUF
'"HVLIQ &HQWUH LV WR GHILQH DQG HYROYH WKH VW\OLVWLF GLUHFWLRQ RI
DFFRUGLQJ WR D IXWXULVWLF XQFRPSURPLVHG YLVLRQ 7KH QDPH DQG OR
JHUUDUL 'HVLIQGx&QOWWOEBHKWMDDOKBURSHIDME 'HVLIQ &HQWUH KDQGOHYV DOC
IRU WKH )HUUDUL URDG FDUV SURGXFW UDQJH HQFRPSDVVLQJ WKH VW\OL
DSSOLHG WR VHULHV SURGXFWLRQ PRGHOV IRU WKH 5DQJH 6SHFLDO 6HUL
RQO\ PRGHOV 7KH )HUUDUL 'HVLJQ &HQWUH DOVR LQFOXGHV D &RORU 7
ILQLVKHV IRU ERWK H[WHULRU DQG LQWHULRU WULP DQG LQ DGGLWLRQ LV
BURGXFW ODUNHWLQJ GHSDUWPHQW 7KH )HUUDUL 'HVLJQ &HQWUH LV DOVF
JHUUDUL EUDQGHG SURGXFWV SUHRIGKHFMG OB RXUZALFUHQ\WHE WIKH $GYDQFH
ODERUDWRU\ WKDW DLPV DW GHILQLQJ WKH EUDQGuUY GHVLJQ YLVLRQ GH®



XQH[SORUHG PHWKRGY DQG WRROV DQG WU\LQJ WR DFKLHYH VLPSOLILFDW
ZKLFK KDV FKDUDFWHUL]HG LWV KLVWRU\

7KH )HUUDUL 'HVLJQ &HQWUH LV RUJDQL]J]HG DV DQ LQWHJUDWHG DXW|
DSSUR[LPDWHO\ HPSOR\HHV LQFOXGLQJ GHVLIJQHUV ' VXUIDFLQJ RSHUD\
PRGHOLQJ VWXGLR IXOO\ HTXLSSHG ZLWK D[LV PLOOLQJ PDFKLQHV ZLWK V
DQG H[WHULRU LQ SDUDOOHO

,Q 6HSWHPEHU ZH RSHQHG D QHZ EXLOGLQJ IRU WKH )HUUDUL '}
GHGLFDWHG WR RXU LQ KRXVH GHVLJQ GHSDUWPHQW 7KH EXLOGLQJ KF
FXVWRPLIDWLRQ DQG WKH 7DLORU ODGH GHSDUWPHQW KRXVH RI )HUUDUL}Y

"XULQJ LWV \HDU KLVWRU\ WKH )HUUDUL 'HVLJQ &HQWUH KDV GHVL
FXUUHQW OLQH XS DQG KDV UHFHLYHG PDQ\ SUHVWLJLRXV GHVLJQ DZDUGYV
WKH ODVW \HDUV

$ )HUUDUL &LOLQGUL &LOLQGUL 6SLGHU L) *ROG 'HVLJQ $ZDUG

$ JHUUDUL &LOLQGUL &DU 'HVLJQ $ZDUG

¥ JHUUDUL ) L) 'HVLJQ $ZDUG 5HG 'RW %HVW RI 7KH %HVW

$ )HUUDUL *7% 3HUIRUPDQFH &DU RI WKH <HDU &DU 'ULYHU 86%

$ JHUUDUL 9LVLRQ *7 L) 'HVLJQ $ZDUG

$ JHUUDUL 5RPD 6SLGHU L) 'HVLJQ $ZDUG 5HG 'RW %HVW RI 7KH %H
$ JHUUDUL .& L) 'HVLJQ $ZDUG 5HG 'RW 'HVLJQ $ZDUG

$ )HUUDUL 6) ;; 6BWUDGDOH 6SLGHU L) 'HVLJQ $ZDUG 5HG 'RW 'HVL
$ )HUUDUL 3XURVDQJXH &RPSDVVR Gu2UR $',

+ &HQWUR 6WLOH )HUUDUL DQG )ODYLR ODQ]RQL $ZDUGV 6DORQH $X\
t

JHUUDUL &LOLQGUL /X[XU\ &DU RI WKH <HDU 7KH ORWRU $ZDUGV

7KH FROODERUDWLRQ ZLWK WKH FUHDWLYH FROOHFWLYH /RYH)URP Z
SDUWQHUVKLS FRPELQHV )HUUDULpV OHIJHQGDU\ SHUIRUPDQFH DQG H[FHOC
FROODERUDWLRQ WRRN VKDSH LQ WKH ILUVW HOHFWULF )HUUDUL FUHDWH
XVHU H[SHULHQFH GHVLJQ ZLWK D GLVUXSWLYH DQG LQQRYDWLYH DSSURDF

3URGXFW 'HYHORSPHQW DQG 7THFKQRORJLFDO ,QQRYDWLRQ

$ QHZ )HUUDUL PRGHOpY GHYHORSPHQW SURFHVV VWDUWYV IURP ILYH N
YHKLFOH G\QDPLFV DUFKLWHFWXUH DQG KXPDQ LQWHUIDFH 7RJHWKHU W
HDFK PRGHO ZKLFK DUH H[SUHVVHG LQ WKH WKUHH SLOODUV RI WKH )HUU
WKULOO

'"HVLIQVLIKW LV WKH ILUVW VHQVH WR HQMR\ D )HUUDUL DQG WKH GHY)V
SURFHVV ‘H GHYHORS WKH GHVLJQ RI RXU FDUV WR HQKDQFH WKHLU SHUIR

SHUIRUPDQIHDWXUHY VXFK DV SRZHU DHURG\QDPLFV ZHLJKW GULY
GHWHUPLQH WKH ODS WLPH RQ WUDFN :H VWULYH WR HQVXUH WKDW HYHU\

'ULYLQJ WK INGHOVGLITHUHQWLDWRU RI )HUUDUL FDUV 7KHUH DUH ILYH
DFFHOHUDWLRQ ODWHUDO DFFHOHUDWLRQ EUDNLQJ JHDU FKDQJH DQG VR



,QQRYDWLRQ 3ULQFLSOHYV

JHUUDULpV HWKRV RI FRQWLQXRXV LQQRYDWLRQ KDV DOZD\V EHHQ IRF
WUXH IUHHGRP RI FKRLFH LQ KRZ WKHLU FDU LV SRZHUHG <HW ZKDWHYI
SRZHUIXO HPRWLRQV WKDW DUH DW WKH KHDUW RI RXU FDUVu GULYLQJ H[S

,Q GHYHORSLQJ RXU SURGXFW SRUWIROLR WKH SULQFLSOHV RI WHF
FRPELQH LOQWHUQDO FRPEXVWLRQ K\EULG DQG HOHFWULF SRZHUWUDLQV Z
FUHDWLQJ VSRUWY FDUV WKDW SURYLGH XQLTXH GULYLQJ HPRWLRQV

2XU 9 9 DQG 9 FRPEXVWLRQ HQJLQHV ZLOO FRQWLQXH WR EH RII
UHJXODWLRQV DQG ZLWK D IRFXV RQ LQFUHDVLQJ VSHFLILF SRZHU RXWSXW

2XU HOHFWULILFDWLRQ MRXUQH\ ZKLFK EHJDQ LQ LV DQRWKHU F
BWUDWHJILF FRPSRQHQWY LQFOXGLQJ KLJK YROWDJH EDWWHU\ SDFNV H D|
DQG KDQGFUDIWHG LQ )HUUDULPUV H %XLOGLQJ LQDXJXUDWHG LQ 7KL

SHUIRUPDQFH RI RXU YHKLFOHVY %DWWHU\ FHOOV ZLOO FRQWLQXH WR EH V

JROORZLQJ WKLV SKLORVRSK\ WKH )HUUDUL /XFH LV D FRQFHQWUDW
HOQVXULQJ GLVWLQFWLYH )HUUDUL HPRWLRQV W ZLGHQV RXU UDQJH PRC
XVHDELOLW\ ZKLOH SURYLGLQJ D FRPSOHWHO\ SHUVRQDOL]HG GULYLQJ H[S

7KH QHZ JHQHUDWLRQ RI )HUUDUL K\EULG YHKLFOHV ZLOO EH FUHDW
HOHFWULF WHFKQRORJLHYV [IHDWXULQJ HOHFWULFDO DQG HOHFWURQLF FRP

Q ZH ODXQFKHG WKH +\SHUVDLO SURMHFW ZKLFK VWHPV IURP R.
(QGXUDQFH UDFLQJ SDUW RI RXU '"1$ VLQFH WKH YHU\ EHJLQQLQJ RI RXU I
+\SHUVDLO EOHQGV RXU UDFLQJ WUDGLWLRQ ZLWK WHFKQRORJLFDO LQQF
GHYHORSPHQW SODWIRUP IRFXVHG RQ RIIVKRUH VDLOLQJ



BURGXFW GLYHUVLILFDWLRQ DQG VWUDWHILF DSSURDFK

$ PXOWLGLVFLSOLQDU\ DSSURDFK KDV EHFRPH HVVHQWLDO LQ GHYHOF
RSHQ LQQRYDWLRQ 2Q WKH RQH KDQG )HUUDUL KDV DOZD\V SURGXFHG °
KRXVH WKHUHE\ HQVXULQJ FRPSOHWH FRQWURO RYHU TXDOLW\ DQG SHUIR
FROODERUDWH ZLWK VHOHFWHG SDUWQHUYVY DQG XQLYHUVLWLHY WR GHYHOI

7KH FKRLFH WR GHYHORS VRIWZDUH LQWHUQDOO\ WR LPSURYH YHKLFC
GULYLQJ H[SHULHQFH DV GRHV WKH LQWURGXFWLRQ RI D QHZ JHQHUDWLRC
GLIJLWDO DQG DQDORJXH HOHPHQWY ZLWK D FRQWLQXRXV IRFXV RQ WKH [IX

BURGXFW GHYHORSPHQW LV DOVR GULYHQ E\ VXVWDLQDELOLW\ ZLW
HQYLURQPHQWDO LPSDFW DQG ZLWK D YLHZ WR XVH VSHFLDOL]J]HG UHF\FOH
FDVWLQJV

‘H SODQ WR IRFXV RQ LQYHVWPHQWY DQG UHVHDUFK IRU WKH QH[W JH(

+ 7KHUPDO SURSXOVLRQ ZKHUH ZH KDYH DFKLHYHG H[FHOOHQFH LQ VS
IURP UDFLQJ DQG H[SHULPHQWLQJ ZLWK QHZ HQJLQH DUFKLWHFWXUHV
(OHFWULF SRZHUWUDLQ DLPLQJ WR FRQVWDQWO\ H[SDQG RXU RIIHU R
9HKLFOH G\QDPLFV LQFOXGLQJ WKH XVH RI E\ ZLUH V\VWHPV DQG GLJL
2Q ERDUG H[SHULHQFH LQFOXGLQJ WKURXJK D SK\JLWDO DSSURDFK
1HZ DQG LQQRYDWLYH PDWHULDOV VWUDWHJILF IRU VXVWDLQDELOLW\
FRROLQJ Rl WKH HQJLQH DQG FRPSRQHQWYV

+H +H +H ++



ODQXIDFWXULQJ

2XU SURGXFWLRQ IDFLOLWLHY DUH ORFDWHG®G&:3DRSG B UWRKHE TSR ROGXF W C
SURFHVVHV LQFOXGH VXSSO\ FKDLQ PDQDJHPHQW DQG SURGXFWLRQ RI FD
DVVHPEO\ RI SURWRW\SHVY DQG DYDQVHULHYV

IRWZLWKVWDQGLQJ WKH ORZ YROXPHV RI FDUV SURGXFHG RXU SURG.:

SURGXFW LGHQWLILHU FRGHV VRXUFHG IURP DSSUR[LPDWHO\ WRWD
WR HQVXUH FRQWLQXLW\ RI SURGXFWLRQ 2XU VWRFN RI VXSSOLHV LV ZI
RXWVRXUFHG WR D WKLUG SDUW\ ORJLVWLFV FRPSDQ\

3URGXFWLRQ RI RXU FDUV VWDUWYV ZLWK WKH DOXPLQXP ERG\ZRUNV D
UHPDLQGHU RI WKH PDQXIDFWXULQJ SURFHVV WDNHV SODFH DW RXU SOD
IRXQGU\ HQJLQH FRQVWUXFWLRQ PHFKDQLFDO PDFKLQLQJ SDLQWLQJ FDL
SURGXFHG LQ KRXVH DW )HUUDUL DUH VRBWRHFEUHRA@®XYU SDQHO RI VXSSOL

,Q UHFHQW \HDUV ZH KDYH PDGH VLJQLILFDQW LQYHVWPHQWYV LQ RX
VXEVWDQWLDO LQYHVWPHQW ZLWK WKH LQWURGXFWLRQ RI QHZ PRGHOV RU
RI VKHOO WRROV IRU WKH IRXQGU\ WRROV IRU PDFKLQLQJ IHDWXUH WRR(
DVVHPEO\ 6LQFH ZH KDYH EHHQ DFTXLULQJ DGGLWLRQDO UHVRXUFHV D¢
WHFKQRORJLFDO DGYDQFHPHQWY DQG UHODWHG FKDOOHQJHV UHVXOWLQJ
DQG FRPSRQHQWY DUH SURGXFHG LQ RXU H %XLOGLQJ D7KWQBRDWMIRFRRWY\
%XLOGLQJ ZH DLP WR HQKDQFH IOH[LELOLW\ DFURVYVY RXU HQWLUH SURGXF
WR PDQDJH DQ HYHQ PRUH FRPSOHWH DQG GLYHUVLILHG SURGXFW PL[ :H H
QHHGYVY DQG WR GHYHORS D IOH[LEOH SURGXFWLRQ OLQH IRU WKH PDQXIDI
LQIRUPDWLRQ UHODWL Q2 WR KRXKUVBL BowWL2B IEHIIDMMHMWKH FRQVWUXFWLRQ RI R
ZLOO DOORZ XV WR VDWLVI\ IXUWKHU SHUVRQDOL]DWLRQV LQ KRXVH

, Q ZH REWDLQHG WKH /((' 30DWLQXP FHUWLILFDWLRQ RQH RI WKF
DVVHVVLQJ VXVWDLQDELOLW\ HQHUJ\ HIILFLHQF\ DQG HQYLURQPHQWDO L
FHUWLILFDWLRQ ZLWKLQ WKH LQGXVWULDO PDQXIDFWXULQJ VHFWRU

$V DHWHPEHU RXU SURGXFWLRQ SURFHVVHYV HPSOR\HG HQJLQHHU
ZKLWH FROODU HPSOR\HHV DQG EOXH FROODU RI ZKLFK ZHUH DJH
VWUXFWXUH DQG RUJDQL]DWLRQ DOORZ XV WR DGMXVW DQG LQFUHDVH RXI
UHTXLUHPHQWY 7KLV LV SULPDULO\ GXH WR WKH ORZ YROXPH RI FDUV ZH
HPSOR\HH EDVH WKDW FDQ EH GHSOR\HG DFURVV YDULRXV SURGXFWLRQ D
IOH[LELOLW\ ,Q DGGLWLRQ ZH FDQ DGMXVW RXU PDNH RU EX\ VWUDWHJL
LQWHUQDO SURGXFWLRQ UHVRXUFHVY :‘H FRQVWDQWO\ ZRUN WR LQFUHDVH
FORVHO\ PRQLWRU DQ LQGH[ RI RXU SURGXFWLRQ HIILFLHQF\ :H DUH DOV
FDUV UHGXFLQJ GHIHFWV DQG RSWLPL]H ILQLVKLQJ

8QOLNH PRVW ORZ YROXPH FDU SURGXFHUV ZH RSHUDWH RXU RZQ IRX
WKH PDLQ FRPSRQHQWYV RI RXU HQJLQHV VXFK DV HQJLQH EORFNV H $[(
DFFHOHUDWHY SURGXFW GHYHORSPHQW DQG UHVXOWY LQ FRPSRQHQWYV WK



(QJLQH 3URGXFWLRQ

2XU HQJLQHY DUH SURGXFHG DFFRUGLQJ WR D YHUWLFDO VWUXFWXUF
ILQDO DVVHPEO\ DQG WHVWLQJ RI WKH HQJLQH 6HYHUDO RI WKH PDLQ FRPF
DUH SURGXFHG DW RXU IRXQGU\ LQ ODUDQHOOR )RU WKLV SXUSRVH ZH X
VLOLFRQ DQG D WUDFH RI LURQ ZKLFK LPSURYHV PHFKDQLFDO LQWHJULW\
FRPSRQHQWY DUH UHDG\ HQJLQHVY DUH DVVHPEOHG RQ GLIITHUHQW OLQHV
SURFHVV LV D FRPELQDWLRQ RI DXWRPDWLF DQG PDQXDO RSHUDWLRQV $W
ZLWK D EDUFRGH DQG RSHUDWLRQV DUH UHFRUGHG HOHFWURQLFDOO\ (Y}
HISHFWHG SHUIRUPDQFH DSSUR[LPDWHO\ WR SHUFHQW RI HQJLQHV D
HQJLQHY DUH DOVR KRW WHVWHG DQG PHDVXUHG IRU SRZHU DQG WRUTXH

7KH HOHFWULILFDWLRQ HOHPHQWYV RI WKH ) WKH H $[OH DQG WKH K
SURGXFHG RQ WKH QHZ OLQHYVY GHGLFDWHG WR H SRZHUWUDLQ FRPSRQHQW:!'

%RG\ $VVHPEO\

,Q SDUDOOHO ZLWK WKH DVVHPEO\ RI RXU HQJLQHVY ZH SUHSDUH RXU
6FDJOLHWWL $W &DUUR]IHULD 6FDJOLHWWL ZH KDYH WZR GLIIHUHQW SUF
ERGLHVY 9 9 DQG 9 DV ZHOO DV D GHGLFDWHG OLQH IRU VSHFLDO VHULF
WKH ERG\ VKHOOV DUH QRW SURGXFHG LQWHUQDOO\ EXW DUH VRXUFHG Il
7TKURXJK D PL[ RI KLJK SUHFLVLRQ URERWY DV ZHOO DV KLJKO\ VNLOOHG
JHRPHWULF DOLJQPHQW RI WKH YDULRXV SDUWV ZLWK PHFKDQLFDO JDXJH
DHVWKHWLF FRQWUROV RQ WKH VXUIDFH RI WKH DOXPLQXP SDQHOV WR HO
KLIJKO\ TXDOLILHG VSHFLDOLVWY PDQDJH VSHFLILF SKDVHV RI ERG\ VKHOO
WKH 2DHVWKHWLF ZHOGLQJ® D XQLTXH MRLQW ZHOG EHWZHHQ IODQN DQ
LPSUHVVLRQ WKDW WKH ERG\ LV RQH VLQJOH SLHFH

3DLQWLQJ

KHQ WUDQVIHUUHG WR RXU SDLQW VKRS WKH ERGLHV DUH PRXQWHG
DQG VXEVHTXHQWO\ WUDQVIHUUHG WR D IL[LQJ JDV ILUHG RYHQ DW f&
ODUJHO\ DXWRPDWHG 3ULPHUV DUH WKHQ DSSOLHG DQG IL[HG DW f& XQ\
ERG\ VKHOOV DUH FOHDQHG ZLWK DXWRPDWLF SUHVVXUH EORZHUV WR DY
IHDWKHUV EHFDXVH RI WKHLU QDWXUDO HOHFWURVWDWLF SURSHUWLHV \
SDLQWLQJ SURFHVYV LV DXWRPDWHG IRU ODUJHU VXUIDFHVY ZKLOH LW LV
UHSODFHG WKH URERW ZKLFK SHUIRUPVY WKH DSSOLFDWLRQ RI WKH EDVH F|
KDUPRQ\ 7KH ERGLHV DUH ILQDOO\ SROLVKHG ZLWK ODFTXHU WR IL[ WKH
VXEVWLWXWHG RXU FOHDU FRDW ZLWK D QHZ JHQHUDWLRQ . EL FRPSR{
WHPSHUDWXUH RI WKH RYHQ IURP f& WR f& WKLV LV D YHU\ LQQRYD
DOXPLQXP DQG FDUERQ ILEHU SDUWV $W WKH HQG RI WKH SURFHVYV 2DHV\
PDWWH EODFN ILQLVK ,Q ZH EHIJDQ WKH FRQVWUXFWLRQ RI RXU QH?Z
SHUVRQDOL]DWLRQV LQ KRXVH

$VVHPEO\ /LQH DQG )LQDO &KHFNYV

7KH ILQDO DVVHPEO\ RI RXU FDUV WDNHV SODFH LQ ODUDQHOOR )RU
WDNH SODFH VLPXOWDQHRXVO\ RQ GLITHUHQW OLQHY DQG VHFWLRQV WR P
OLQH WKH SRZHUWUDLQ DV ZHOO DV WKH FRFNSLW DQG WKH GRRUV DUH
EDVHG RQ WKH FRQFHSW RI IOH[LELOLW\ LV XVHG WR SURGXFH DQG GHYHC



SRzHUwUDLQV DV ZHOO DV VWUDWHJILF HOHFWULFDO FRPSRQHQaV )RU
SURSHUWLHYVS

SHUVRQDOL]DWLRQ DQG 5RDG 7THVWYV

'XULQJ WKH DVVHPEO\ SURFHVV RI RXU FDUV ZH PDQDJH WKH ILWWLC
HTXLSPHQW RSWLRQV WKDW RXU FOLHQWY FKRRVH?2i6\6 RIDNUW &DIU RMLID HS 8
SHUVRQDOL]DWHURVH 2 IYWHKIH DVVHPEO\ SKDVH HYHU\ FDU FRPSOHWHYV D NLO

, Q ZH FRPSOHWHG WKH FRQVWUXFWLRQ RI WKH )HUUDUL H 9RUWH]
OHVV WKDQ IRXU PRQWKY 7KH )HUUDUL H 9RUWH[ ZLOO HQDEOH WHVWLQJ L
HQVXULQJ DQ HYHQ PRUH REMHFWLYH DVVHVVPHQW RI SHUIRUPDQFH DQG
LQIRUPDWLRQ UHODWLQJ WRBWRIHIHVUIUDWL H YRUWH[ VHH 2%

JLQLVKLQJ DQG &OHDQLQJ

$IWHU WKH URDG WHVW DOO FDUV JR WR WKH ILQLVKLQJ GHSDUWPHAQ!
D FRPSUHKHQVLYH UHYLHZ RI WKH ZKROH FDU DQG SROLVK DQG ILQLVK WK!

SURFXUHPHQW

‘H VRXUFH D YDULHW\ RI FRPSRQHQWY UDZ PDWHULDOV VXSSOLHV
VXSSOLHUV ‘H UHFRJQL]H WKH FRQWULEXWLRQ RI RXU VXSSOLHUV WR RX
SHUIRUPDQFH WKHUHIRUH ZH FDUHIXOO\ VHOHFW VXSSOLHUV WKDW DUH DE

JRU WKH VRXUFLQJ RI FHUWDLQ NH\ FRPSRQHQWY ZLWK KLJKO\ WHFKZC
VIQHUJLF UHODWLRQVKLSV ZLWK VRPH RI RXU VXSSOLHUV ZKLFK ZH FRQVL
RQ D QXPEHU RI VHOHFWHG NH\ VWUDWHILF LQQRYDWLRQ SDUWQHUV IRU \
DOVR GHYHORSHG VWURQJ UHODWLRQVKLSV ZLWK RWKHU LQGXVWULDO &
SRZHUWUDLQ DQG WUDQVPLVVLRQV DPRQJ RWKHU WKLQJV 3XUVXDQW WR
KRXVH ZKHQHYHU ZH KDYH DQ LQWHUHVW LQ SUHVHUYLQJ RU GHYHORSL
RXWVRXUFLQJ ZRXOG LPSDLU WKH HIILFLHQF\ DQG IOH[LELOLW\ RI RXU SU
VNLOOV DQG SURFHVVHYVY UHTXLUHG IRU ORZ YROXPH SURGXFWLRQ RI FRPSF

JRU WKH \HDU HQGHG 'HFHPEHU WKH SXUFKDVHV IURP RXU W
DSSUR[LPDWHO\ SHUFHQW RI WRWDO SURFXUHPHQW FRVWVYV DQG QR VX
SURFXUHPHQW FRVWYV

6DOHYV DQG $IWHU 6DOHYV

2XU FRPPHUFLDO WHDP LV RUJDQL]JHG LQ IRXU JHRJUDSKLF DUHDV FR\
LL $PHULFDV LLL ODLQODQG &KLQD +RQJ .RQJ DQG 7DLZDQ DQG LY G5H

'HDOHU 1HWZRUN

‘H VHOO RXU FDUV H[FOXVLYHO\ WKURXJK D QHWZRUN RI DXWKRUL]JHG
ZKLFK ZH VHOO GLUHFWO\ WR HQG FOLHQWY ,Q RXU ODUJHU PDUNHWYV ZH I
&KLQD DQG 6RXWK .RUHD WKURXJK D VXEVLGLDU\ SDUWO\ RZQHG E\ D ORFI
FOLHQWY ,Q VPDOOHU PDUNHWY ZH JHQHUDOO\ VHOO WKH FDUV WR D VLQ.
GHDOHU QHWZRUN WR PDLQWDLQHWKPEKLIKHRXW GCHHWADR B N TRAEFOEDW W W®/S H U C

SRLQWYV RI VDOH

‘H GR QRW SUHVHQWO\ RZQ GHDOHUVKLSY DQG ZKLOH RXU VWUDWHJ\
ZH UHWDLQ IOH[LELOLW\ WR DGDSW WR HYROYLQJ PDUNHW UHTXLUHPHQWYV

‘H EHOLHYH WKDW RXU FDUHIXO DQG VWULFW VHOHFWLRQ RI WKH GH
LQWHJULW\ DQG VXFFHVV RI RXU EUDQG 2XU VHOHFWLRQ FULWHULD DUH



SURYHQ WUDFN UHFRUGY :‘H DUH DOVR LQWHQW RQ VHOHFWLQJ GHDOHUYV
DLPHG DW H[FHHGLQJ RXU FOLHQWVpy KLIJK H[SHFWDWLRQV )XUWKHUPRUH
FDUV LQ D PDQQHU LQWHQGHG WR SUHVHUYH WKH )HUUDUL EUDQG LQWHJUL

:KLOH GHDOHUV PD\ KROG PXOWLSOH IUDQFKLVHV ZH HQMR\ D KLJK C
HDFK SRLQW RI VDOH ZKHUH WKH JUHDW PDMRULW\ RI WKH FOLHQW LQWH!
DQG EXVLQHVYVY GHYHORSPHQW WHDP ZRUNV ZLWK DOO GHDOHUV WR HQVXU|
DQG FRUSRUDWH LGHQWLW\ JXLGHOLQHY JXDUDQWHH XQLIRUPLW\ RI WKH )}

2XU GHDOHU QHWZRUN KDV FRQVLVWHQWO\ DQG SURDFWLYHO\ LQYHYV
FOLHQWYV ZLWK VXSHULRU H[SHULHQFH ZKLOH GHOLYHULQJ D XQLTXH OX[X
SK\VLFDO VSDFH

JHUUDULpV YLVLRQ RQ WKH QHZ FRUSRUDWH LGHQWLW\ SUHVHQWHG W
FRQWLQXLQJ WR LQYHVW LQ D VWUDWHJI\ DLPHG DW GHOLYHULQJ D VXSHL
JHUUDUL DQG LWV FOLHQW FRPPXQLW\ WR DQ HYHQ KLJKHU OHYHO 7KH UR
ZRUOG DQG WKH ILUVW RSHQLQJ WRRN SODFH LQ 0D\ ZLWK WKH LQDXJXI
LQ E\ VHYHUDO QHZ RSHQLQJVY DFURVV YDULRXV PDUNHWY UHIOHFWLQJ
FRUSRUDWH LGHQWLW\

JHUUDUL DOVR XVHV DQ RPQL WRXFKSRLQW VWUDWHJ\ DQ LQWHJUDW
DQG H[SHULHQWLDO WRXFKSRLQWYV ZKLFK HQVXUHV HQJDJHPHQW ZLWK GH
FOLHQW HQJDJHPHQW W\SLFDOO\ WDNHV SODFH DW WKH GHDOHUVKLSV Z
UHLQIRUFHG YLD D QHZ FRUSRUDWH LGHQWLW\ LPSOHPHQWHG LQ UHFHQ\
O\)HUUDUL $SS DQG WKURXJK D SODQ RI H[FOXVLYH H[SHULHQFHV RUJDQL
UHJLRQDO RU GHDOHU OHYHO &OLHQW HQJDJHPHQW DFWLYLWLHY W\SLFDO
WKH URDG :H KDYH DOVR GHYHORSHG DQG LPSOHPHQWHG VHYHUDO HQJDJ
DQG SURPRWLQJ WKH GLVFRYHU\ RI RXU EUDQG LQFOXGLQJ WKURXJK H[SHL

, Q JHUUDUL UHDIILUPHG LWV FRPPLWPHQW WR GHOLYHULQJ H|
SRVLWLRQLQJ DQG GHHSHQ FOLHQW OR\DOW\ 7KH \HDU ZDV PDUNHG E\ D
JHUUDULpV KHULWDJH ZKLOH HPEUDFLQJ LQQRYDWLRQ DQG OLIHVW\OH LQW

¥ 7KH &DYDOFDGH SURJUDP FRQWLQXHG WR EH D FRUQHUVWRQH RI )F
LQIRUPDWLRQ UHODWLQJ WRX&IOH RR@W bGIFOIDAHLBQRIUDP VHH

¥ %UDQG HQJIJDIJHPHQW ZDV HOHYDWHG WKURXJK &DVD )HUUDUL ZKLFK F
7+( ,&( LQ 6W ORULW] LQ )HEUXDU\ WKH *RRGZRRG )HVWLYDO RI 6SHH
LQ OHOERXUQH DQG $EX 'KDEL $GGLWLRQDO HYHQWYV LQ 3HEEOH %HD
JHUUDULpV OX[XU\ XQLYHUVH ZLWK JOREDO FXOWXUDO WRXFKSRLQWYV

¥ 3URGXFW LQQRYDWLRQ UHPDLQHG FHQWUDO WR )HUUDULpV QDUUDWL)Y
$ RQ $SULO VKRZFDVHG )HUUDULpuV DELOLW\ WR EOHQG FXWWLQJ |
FROWLQXHG ZLWK WZR VSHFWDFXODU ZRUOG SUHPLHUHV WKH XQYHLC
DQG WKH SUHVHQWDWLRQ RI WKH THVWDURVVD LQ OLODQ G6HSWHP
EHQFKPDUNY LQ SHUIRUPDQFH DQG GHVLJQ EXW DOVR UHLQIRUFHG )HL

TRIHWKHU WKHVH LQLWLDWLYHYV H[HPSOLI\ )HUUDULupV KROLVWLF DSE¢
OLIHVW\OH H[SHULHQFHV DQG SURGXFW H[FHOOHQFH %\ FXUDWLQJ XQL
GHOLYHULQJ JURXQGEUHDNLQJ PRGHOV )HUUDUL VWUHQJWKHQHG LWV JO
ZKLOH IRVWHULQJ HQGXULQJ OR\DOW\ DPRQJ LWV PRVW GLVFHUQLQJ FOLHQ

&RPSHWHQFH EXLOGLQJ DQG WUDLQLQJ DUH DOVR NH\ WR WKH LPSOHI
$FDGHP\ ZH SURYLGH WUDLQLQJ WR GHDOHUV IRU VDOHV DIWHU VDOHV D
GHOLYHUV D FRQVLVWHQW OHYHO RI PDUNHW OHDGLQJ VWDQGDUGY DFURV\
RXU WUDLQLQJ VWUDWHJI\ E\ LQWURGXFLQJ DQG HQKDQFLQJ YLUWXDO WU
HISHUWLVH LQ WKH QHWZRUN :H DOVR LQWURGXFHG QHZ FRXUVHV LQ D



H[SHULHQFH PDQDJHPHQW DV ZHOO DV GHVLJQ DSSOLHG WR WKH SHUVRQD
EHVW SRVVLEOH FOLHQW H[SHULHQFH ORUHRYHU ZH KDYH VXFFHVVIXOO\
SURJUDP SLORWHG LQ ODWH DLPHG DW IXUWKHU VWUHQJIJWKHQLQJ RXU

‘H FROOHFW DQG DQDO\]|H GDWD UHODWLQJ WR GHDOHU SURILWDELOL
H[SHULHQFH IRU FOLHQWY DULVLQJ IURP D GHDOHU FHDVLQJ WR GR EXVI
HIHFXWLYHV YLVLW GHDOHUVKLSY UHJXODUO\ WR PRQLWRU DQG PHDVXUH ¢
KDYH WKH ULJKW WR WHUPLQDWH GHDOHU UHODWLRQVKLSY LQ D YDULHW
ILQDQFLDO VWDQGDUGY RU IDLOXUH WR FRPSO\ ZLWK RXU JXLGHOLQHV 'H
IUDQFKLVH DQG RXU VHOHFWLRQ SURFHVVHV EXW LV VXIILFLHQW WR JXEC
QHWZRUNpV KHDOWK DQG SHUIRUPDQFH

‘H SURYLGH D VXJJHVWHG UHWDLO SULFH RU D PD[LPXP UHWDLO SULF
GLIITHUHQW SULFHV ZLWK FOLHQWY DQG WR SURYLGH ILQDQFLQJ $OWKRXJIK
GHDOHUV ZLWKRXW ILQDQFLQJ ZH RIIHU GLUHFW RU LQGLUHFW IEE®ODQFH C
JLQDQFLDO 6HUYLFHYV?

7TKH WRWDO QXPEHU RI RXU GHDOHUYV DV ZHOO DV WKHLU JHRJUDSKLFI
HI[SHFWHG GHYHORSPHQW RI VDOHV YROXPHV WR HQG FOLHQWYV LQ RXU Y
JHRJUDSKLF GLVWUSRXQYWR ORR-NBEPEWB WD W



2XU VDOHYVY DUH GLYHUVLILHG DFURVY RXU GHDOHU QHWZRUN ZLWK W
VKLSPHQWY DQG RXU ODUJHVW GHDOHUV UHSUHVHQWLQJ DSSUR[LPDWHO

$V SDUW RI RXU VXSSO\ DQG GHPDQG PDQDJHPHQW ZH GHWHUPLQH
YDULRXV PHWULFV LQFOXGLQJ H[SHFWHG GHYHORSPHQWY LQ WKH UHOHYD
GHDOHUV FXUUHQW RUGHU ERRN RI GHDOHUV DQG WKH DYHUDJH ZDLWLQ
UHSRUWLQJ VI\VWHP DOORZV XV WR FROOHFW DQG PRQLWRU LQIRUPDWLRQ |
SODQQLQJ DOORFDWLRQ DQG GHDOHU PDQDJHPHQW

3bUuwyV

‘H VXSSO\ SDUWV IRU FXUUHQW DQG ROGHU PRGHOV RI )HUUDUL WR R
Rl VSDUH SDUWV GXULQJ WKH OLIH RI WKH FDU VDOHVY DUH GULYHQ E\ FOI
SHUIRUPDQFH SDUWLFXODUO\ DIWHU D FKDQJH LQ RZQHU¥KDLSOBQRIAHDQCG R
FOLHQW UDFHV :H DOVR VXSSO\ SDUWV WR )HUUDUL PRGHOV FXUUHQWO\ R.
SDUWV IRU HYHQ ROGHU PRGHOV LV FXUUHQWO\ RZQHG DQG PDQDJHG E\ W
VWRFN SDUWV EDVHG RQ RXU GHVLIQV 7KH VDOH RI SDUWV LV D SURILWD
IURP WKH LQFUHDVH LQ WKH QXPEHU RI )HUUDUL FDUV LQ FLUFXODWLRQ



$IWHU 6DOHYV

'HDOHUV SURYLGH DIWHU VDOHV VHUYLFHV WR FOLHQWY HLWKHU DW
SRLQWYVY DFURVYV IDFLOLWLHYVY ZRUOGZLGH DW 'HFHPEHU $IWHU VL
HQVXUH WKH FOLHQWpV FRQWLQXHG HQMR\PHQW RI WKH FDU DQG WKH HJS
GHDOHUVMY VHUYLFHY DFWLYLWLHY DQG ZH SURYLGH FRQWLQXHG WUDLQLQJ
WHDP RI 26HUYLFH (QJLQHHUV?® )HUUDUL HQJLQHHUV ZKR UHJXODUO\ WUDY |
RXU FOLHQWYV

‘H VHOO FDUV WRIJHWKHU ZLWK D VFKHGXOHG SURJUDP RI UHFRPPHQG
FDUV DUH PDLQWDLQHG WR WKH KLIKHVW VWDQGDUGY WR PHHW RXU VWULF

2XU <HDU ODLQWHQDQFH 3URJUDP IUHH RI FKDUJH IRU FXVWRPHUYV
VWUHQJIJWKHQ FXVWRPHU UHWHQWLRQ LQ WKH RIILFLDO QHWZRUN DQG KD
ZDUUDQW\ WHUP RI RXU VWDQGDUG ZDUUDQW\ WHUPWMHDOUR X $RMRIOAKBQ G D (
WKH 3RZHU :DUUDQW\ &RYHUDYHD I RYSH WRGIW HBRIP OLKH RI WKH FDU )RU FHL
VHULHV FDUV |IRU H[IDPSOH WKH ORQ]D 63 DQG 63 DQG WKH 'D\WRQD 63
WKDW FDQ EH DSSOLHG DIWHU WKH PRQWK FRPPHUFLDO FRQWUDFWXDO Z
IDPLO\ ZH LQWURGXFHG D QHZ VHUYLFH FDOOHG :DUUDQW\ ([WHQVLRQ
FRYHUDJH DYWBU XYWKWROQFRMHGLQJ UHSODFHPHQW RI WKNHKDLU KR IY R OM DR H WEKH

$IWHUYWHKBU RI OLIH D FDU LI LQ SHUIHFW PDLQWHQDQFH FRQGLWLR
FRYHUDJH SURJUDP ODLQWHQDQFH DQ'6\EBRZHJ OVKH R %HWWHRH & IKVOK HB UY G
&ODVVHEBKHLELOLW\ \HDU ROG FDU )HUUDUL SURYLGHV LWV FXVWRPHUYV
VSHFLILF PDLQWHQDQFH NLWV )HUUDUL 3UHPLXP WR SUHVHUYH FDU SHUI
PDLQWHQDQFH SURXNHDR XX WRIN KHNV DX WRADUWDLLAD & D NREMF BRHQ W LVR IQH

‘H DOVR KDYH D GLUHFW LQYROYHPHQW LQ SUH RZQHG FDU VDOHV RII
WR VXSSRUW D KHDOWK\ VHFRQGDU\ PDUNHW SURPRWH WKH YDOXH RI RXU
2XU GHDOHUYVY SURYLGH DQ LQVSHFWLRQ VHUYLFH IRU FOLHQWY VHHNLQJ W
DQG D FHUWLILFDWLRQ RQ ZKLFK WKH FOLHQW FDQ UHO\ FRYHULQJ DPRQ
RULJLQDO WHFKQLFDO VSHFLILFDWLRQVY DQG WKH VWDWH RI UHSDLU )XUW
UHVWRUDWLRQ VHUXILEAM)W K H R X DERAUBNVIK\RVS WV MHKDW ITRUP SDUW RI RXU VHU

,Q DGGLWLRQ RZQHUV RI RXU FODVVLF FDUV FDQ VHHN DVMVLVIDDQMAH
GHSDUWPHQW LQ ODUDQHOOR

JLODQFLDO 6HUYLFHV

‘H RITHU UHWDLO FOLHQW ILQDQFLQJ IRU WKH SXUFKDVH RI RXU FDU\
2))63

¥ GLUHFWO\ LQ WKH 8QLWHG 6WDWHV WKURXJK RXU ZKROO\ RZQHG VXE
'"HFHPEHU WKH ILQDQFLDO VHUYLFHV SRUWIROLR RI ))6 ,QF ZKLFK Z
DPRXQWHG WRODQRQZDY UHFRUGHG DV UHFHLYDEOHYV IURP ILQDQFLQJ
RI ILQDQFLDO SRVLWLRQ

¥ WKURXJK )HUUDUL )LOQDQFLDO 6HUYLFHV *PE+ LQ SDUWQHUVKLS ZLV
SULPDULO\ WKH 8. *HUPDQ\ DQG 6ZLW]JHUODQG DQG

¥ WKURXJK YDULRXV SDUWQHUVKLSV ZKLFK PD\ DOVR SURYLGH ILQDQFL
PDMRU LQWHUQDWLRQDO PDUNHWY VXFK DV -DSDQ DQG 0ODLQODQG &K

7TKURXJK ))6 ZH RIIHU D UDQJH RI IOH[LEOH EHVSRNH ILQDQFLDO DQG
LOWHUHVWHG LQ SXUFKDVLQJ D ZLGH UDQJH RI FDUV IURP RXU FXUUHQW S
SURYLGHYV VSHFLDO ILQDQFLQJ DUUDQJHPHQWY WR D VHOHFWHG JURXS RI F



&OLHQW 5HODWLRQV

2XU FOLHQWY DUH WKH EDFNERQH RI RXU EXVLQHVV WRIJHWKHU ZLWK
EUDQG RU RXU FDUV WKURXJK JHQHUDO DGYHUWLVLQJ 2XU PDLQ EUDQG
WDUJHWYV

J)LUVWO\ ZH WDUJHW WKH JHQHUDO SXEOLF 2XU PRVW VLJQLILFDQW |
DQG WKH UHVRQDQFH R#+6MFEIQU £ PR UHPXKGIDDIE VRHBHDFK WKH JHQHUDO SXEOI
RI RXU OLIHVW\OH GHSDUWPHQW WKURXJK WKH VDOH RI OX[XU\ JRRGV D\
PXVHXPV DQG FROOHFWLEOHY :H DOVR HQJDJH LQ RWKHU EUDQG SURPRW
DQG RXU RIILFLDO VRFLDO PHGLD FKDQQHOV

6HFRQGO\ ZH WDUJHW H[LVWLQJ DQG SURVSHFWLYH FOLHQWYV RQ ERYV
FOLHQWVp NQRZOHGJH RI RXU SURGXFWV DQG WKHLU HQMR\PHQW RI RXU
UHODWLRQVKLSYVY ZLWK RXU FOLHQWY ZKLFK LV NMH\RXR RXU ¥RENWHXNUELEQVR
ZKR DOUHDG\ RZQHG DW OHDVW RQH )HUUDUL UHIOHFWLQJ DPRQJ RWKHU
ZH KDYH SXUVXHG D FDUHIXOO\ GHVLJQHG HQODUJHPHQW DQG UHMXYHQDW
RI HIFOXVLYLW\

JURP '"HFHPEHU WR '"HFHPEHU ZH FRQWLQXHG WR JURZ RXU DFW
WKH EUDQG FXVWRPHUV DQG QXUWXUHG RXU EHVW FROOHFWRUV ZKR KDY
DSSUR[LPDWHO\

%\ SXUFKDVLQJ RXU FDUV FOLHQWVY EHFRPH SDUW RI D VHOHFW FRPF
LPDJH DQG ZH IRVWHU WKLV VHQVH RI IHOORZVKLS ZLWK D QXPEHU RI LQLW
WKURXJKRXW WKHLU SHULRG RI LQWHUDFWLRQ ZLWK )HUUDUL ° IURP ILUVW
PDQDJHPHQW DQG FDU GHOLYHU\ DQG HQMR\PHQW

5HFRJQLILQJ WKH LPSRUWDQFH RI GLIJLWDO WRXFKSRLQWV WR HQKDC
GHYHORS WKH 0\)HUUDUL $SS DYDLODEOH H[FOXVLYHO\ WR )HUUDUL FOLHQ
WKURXJK WKH GLUHFW GLVWULEXWLRQ RI WDLORUHG FRQWHQW 7KLV FKL
VWUHQIJWKHQLQJ WKHLU UHODWLRQVKLS ZLWK WKH EUDQG DQG WKHLU SUH
DWWHQWLRQ WR )HUUDUL FOLHQWYV ZKR KDYH RUGHUHG D QHZ FDU E\ HQ
UHLQIRUFH WKHLU HQJDJHPHQW DQG FRQQHFWLRQ ZLWK WKH )HUUDUL ZRUC

&OLHQW (QJDJHPHQW

, Q JHUUDUL DGYDQFHG D FOLHQW HQJDJHPHQW VWUDWHJ\ WKDW E¢(
KRVSLWDOLW\ FRQYHUWLQJ EUDQG SDVVLRQ LQWR TXDOLILHG GHPDQG L
LQQRYDWLRQ WKURXJK FXUDWHG H[SHULHQFHVY WKDW DUH H[FOXVLYH E\ GFt
HYHQWY KHOG LQ LOQFOXGHG

+ ,QWHUQDWLRQDO &RQFRXUV RI (OHJRER@WVD W UDRIULLWH OBFRPWMEH FODB G\
&RXQWU\ &OXE D UHILQHG VHWWLQJ D IHZ VWHSV IURP WKH IURJHQ O
FRPELQHG PRGHUQ SURGXFW GLVFRYHU\ ZLWK WHVW GULYHV Rl WKH :
&RUVR 3LORWD &ODVVLFKH RQ ,FH+RXU PRVW H[FOXVLYH KHULWDJH G|
OHG HQFRXQWHU WKDW UHLQIRUFHG )HUUDULPUV FUDIWVPDQVKLS DQG

+ &DYDOFDGH 6HYIKHORDBBOEQGH MRXUQH\ EHJDQ LQ 6HYLOOD ZKHUF
RSSRUWXQLW\ WR H[SORUH WKH HQFKDQWLQJ ODQGVFDSHV DQG ULFK
DW WKH KLVWRULF 5HDO $OFi]DU ZKLFK IHDWXUHG D FKDULW\ DXFV
HGXFDWLRQ

t+ /H ODQV )UPWHH 0DQV &DVD )HUUDUL VKRZFDVHG HQGXUDQFH FUHGLI
6SHFLDOH "3LORWLK OLYHU\ VSRNH GLUHFWO\ WR &RUVH &OLHQWL
ORGLILFDWD DQG 6SHFLDOH XQGHUOLQHG WHFKQRORJLFDO WUDQYV
VHWWLQJ DPSOLILHG GHVLUH DPRQJ WRS FOLHQWV DQG IDQV VWUH
OHDGHUVKLS LQ SHUIRUPDQFH DQG LQQRYDWLRQ



f :RUOG 3UHPLHUH $RDOJY $MWMD®OIL ZRUOG SUHPLHUH GHOLYHUHG D WZR
OLIHVW\OH LPPHUVLRQ RQ WKH $PDOIL &RDVW FXOPLQDWLQJ LQ WKH |
JHQHUDWHG DWWHQWLRQ DQG GHDOHU PRPHQWXP DKHDG RI ZLGHU Ul
PDLQWDLQLQJ WKH H[FOXVLYLW\ H[SHFWHG RI )HUUDUL ODXQFKHV

s 7THVWDURVVD :RUOG 3UHRRHEHISVWHEePK)U ,WDO@ODQ KRVWHG WKH 7H
DFURVV WKUHH QLJKWYV ZHOFRPLQJ FOLHQWYV IURP FRXQWULHYV

f &DYDOFDGH &ODVVLFKH BREKWKUUDRIO &PNDOFDGH &ODVVLFKH UHWXU
OHDGLQJ SDUWLFLSDQWYV WKURXJK WKH PDMHVWLF SHDNV DQG EUHD
PXVHXP: VKRZFDVHG DQ H[WUDRUGLQDU\ FROOHFWLRQ RI FODVVLF )F
DPLG RQH RI (XURSHpV PRVW VWXQQLQJ QDWXUDO VHWWLQJV

tf &DYDOFDGH $GYHQWXUH 3DRWVMHMREHWD PPUNHBNVNDQPHZ IURQWLHU ZLWK V
3DWDJRQLD D QHZ IRUPDW GLVWLQJXLVKHG E\ LWV VSLULW RI H[SOR
UHPRWH QDWXUDO HQYLURQPHQWY WKH SURJUDP VKRZFDVHG WKH
HISHULHQWLDO FDQYDV EH\RQG WUDGLWLRQDO URDG WRXUV VWUHQJ
ZLWKRXW GLOXWLQJ VFDUFLW\

,Q DGGLWLRQ WR WKH DERYH )HUUDUL FRQWLQXHG WR WDNH SDUW L
OLOOH OLJOLD DQG WKH )HUUDUL 7ULEXWH WR 7DUJD )ORULR ZKHUH PRGH
JHUUDUL DOVR KRVWHG WKH WKLUG HGLWLRQ RI WKH /HIJIDF\ 7TRXU FHOHEUI
PRUH WKDQ ) VIURP DURXQG WKH JOREH MRXUQH\HG DORQJ ,WDO\pV PRV
WKLV LFRQLF PRGHO

$FURVV KHULWDJH PRWRUVSRUW SUHPLHUHV DQG DGYHQWXUH )HUU
TXDOLILHG GHPDQG GHHSHQHG FOLHQW OR\DOW\ DQG JHQHUDWHG GDWD
FXUDWHG H[FOXVLYLW\ PHDVXUDEOH LPSDFW DQG EUDQG VWRU\WHOOLQ.
VROLG RUGHU ERRN SUHPLXP SULFLQJ DQG ORQJ WHUP VKDUHKROGHU YDC

&OLHQW ([SHULHQFH RQ 5RDG

JHUUDULpV GULYLQJ HYHQWYV KDYH WZR PDLQ JRDOV SURYLGLQJ FOI
SHUIRUPDQFH FDUV DQG VWUHQJIJWKHQLQJ EUDQG OR\DOW\ WR HQFRXUDJH
SDVVLRQDWH DQG YDULHG )HUUDUL FRPPXQLW\ RIIHULQJ WDLORUHG H[SHU
WUDFN UDFLQJ OR\DOLVWYV

(QFRXUDJLQJ FOLHQWVpy SDVVLRQ IRU GULYLQJ LV D NH\ DVSHFW RI ]
ZKHUH UDFLQJ WUDGLWLRQV DUH OHVV HVWDEOLVKHG $PRQJ RXU SURJUDP

¥ (VSHULHQ]D ZHHUWFKD BLIHUYV H[FOXVLYH GULYLQJ VHVVLRQV ZLWK )HUU
RSSRUWXQLW\ IRU ERWK SURVSHFWLYH DQG H[LVWLKYSHWLIHPIW® V) HWURJ |
SURJUDP DW )LRUDQR DOORZHG FOLHQWYV WR HQJDJH ZLWK WKH )HUU
5RPD 6SLGHU RQ WKH URDG DQG WKH *T% RQ WKH WUDFN DQG

¥ &4RUVR 3DOFRUINRDOUDP WKDW FRQVLVWYVYV RI GULYLQJ FRXUVHV GHVLJQHG
HVVHQWLDO WHFKQLTXHV IRU PDVWHULQJ KL&R WBWHR | RIUPOW B MX® EDYOX E B
RITHUV D XQLTXH RSSRUWXQLW\ WR GULYH )HUUDULpV LFRQLF PRGHOV
WKH IUR]JHQ ODNH RI 6W ORULW]

,Q DGGLWLRQ &\[RY VGKFD GLHD PQW 5 H Q DMQR-D YOI MRKMIQH\ FRQWLQXHG L
DQG HDUO\ -X)0\UDDWK WIHKWOHOAVD G 9HQLFH ZKHUH SDUWLFLSDQWYVY GURYH
WRZQV ZLWK EUHDWKWDNLQJ YLHZV RI WKH 'RORPLWHV 7KH HYHQW FXOP
LQFOXGHG D FKDULW\ DXFWLRQ DLPHG DW VXSSRUWLQJ )HUUDULpV FRPPLW

ORUHRYH&D WDIOHFDGH &IMAIVOALBKMQLRQ KHOG LQ PLG 6HSWHPEHU SUF
H[SHULHQFH VKRZFDVLQJ RYHU FODVVLF )HUUDUL PRGHOV 7KLV HYHQW
JULXOL 9HQH]LD *LXOLD DQG 60RYHQLD



,Q DGGLWLRQ WR WKH DERYH )HUUDUL WDNHYV DWW L @ WBLUBHMWH IR X0\
DQG WKMKHDUL 7ULEXWH WRHUMHUPBGBRBQLRMHUUDUL FDUV UDFH EHIRUH WKH FI

JHUUDUL DOVR KRQURWRG /HIKWKQM ILYH GD\ WRXU VKRZFDVLQJ VRPH RI1 0
WUDYHOLQJ IURP &RJQDF WR)MKUWDADL 6/DJL W K WP BWHRSY AVWODKKIH SDUDGH DURXQ
6DWXUGD\ PRUQLQJ EHIRUH WKH UDFH

¥ J)HUUDULZMRPOWR RIIHU RZQHUV D XQLTXH RSSRUWXQLW\ WR HPEDUN
WKHP WR H[SHULHQFH WKH WKULOO RI GULYLQJ WKHLU FDUV WKURXJ
FKRVHQ ODQGVFDSHV 7KHVH FDUHIXOO\ FUDIWHG URXWHYV DUH GHVLJ
EXW DOVR WKH FKDQFH WR GLVFRYHU FXOWXUDO ODQGPDUNYV VFHC
XQIRUJHWWDEOH DGYHQWXUH ,Q WKUHH )HUUDUL 7RXUV ZHUH V¢
OLGGOH (DVW

JHUUDUL DOVR RUJDQL]JHG WKH /HJDF\ 7RXU Rl ZKLFK ZH KHOG WKHFE
DQQLYHUVDU\ RI WKH )HUUDUL *72 2YHU WKUHH GD\V PRUH WKDQ )H
,WDO\pvV PRVW VFHQLF URDGV HQGLQJ LQ J)LRUDQR WKH ELUWKSODFH RI W]

&OLHQW ([SHULHQFH 2Q 7UDEFEN

Q WRHVH &OHBIYR\QL ZDV LQWHQVH DQG ULFK LQ LQQRYDWLRQ ZLW
WKH JURZWK VHHQ LQ UHFHQW \HDUYV

'LWK YWYHKHIDUL &KDOOHQJAHAH7BEBRREKR KL WHIOKD )HUUDU L &KDOOHQJH WR
$XvwubobvVvVLD VHULHY LQ DGGLWLRQ WR WKH LQWHUQDWLRQDO (XURSH DCQ
VHDVRQ )HuUuUDULpV RQH PDNH VHULHV FKDPSLRQVKLS HQMR\HG DQRWKHU
HQWKXVLDVP DW HYHQWYV LQ (XURSH DQG WKH 8QLWHG 6WDWHYV ZLWK DY}
SBDUWLFLSDWLRQ LQ WKH 8. VHULHV UHPDLQHG LQ OLQH ZLWK SUHYLRXV \
HOWUDQWY 7KH $XVWUDODVLD VHULHV ZDV ODXQFKHG LQ IRU WKH LUV
$XVWUDOLD

TKHHUUDUL &KDOOHQ X HQ RI MRK B WUSARWOVED XERBSAWHWLYH VHDVRQ WRI
OXJHOOR &LUFXDHWQD3XUDKR ® G\DHZHDQ J IDQV JXHVWV DQG SURIHVVLRQD!
FRQGLWLRQV ORUH WKDQ GULYHUV OLQHG XS IRU WKH UDFHV FRQWHYV)
VHULHY DQG WKH ZRUOGUERDPSKRQMKUD WL WIORIZ KHOG RQ 2FWREHU
RI FDUV IURP WKH QRQ FRPSGIWALQWLLY HE6 S R B WUDBPGRY W/ KW L; S L3 & R WHIRAPLH DORQJ

3V WKDW ZRQ WKH +RXUV RI /H ODQV LQ DQG

6HYHUDO FDUV IURP RXU QRQ FRPSHWLWOYYH IS 0 RALGHOW R/BRHR NV EDQ W W E
WKH &OLHQWWURJUDEPPRIUW 3URW RDNEKDIX B @IRPGEW W IL|]Q RQX G17Q J H[DPSOHV R
ORGLILFDWD DQG; 3URRPDWKHVH SURJUDPV DOVR LQFOXGH H[FOXVLYH HYH
LFRQLF FLUFXLWYV RIIHULQJ FOLHQWYV H[FOXVLYH H[SHULHQFHV RQ DQG RII

7KLV \HDQpOYL ORDGBGAR PDUNHG WKH WK; BQRIVEBERBWK RIGKKEOD\ DU
VKRZFDVHG DOO WKH PRGHOV WKDW KDYH VKDSHG WKLV H[FOXVLYH QRQ |
LQYROYLQJ QHDUO\ FDUV IURP WKH SURJUDP 7KH OXJHOOR &LUFXLW DC
DSSHDUDQFH GXULQJ WKH )HUUDUL 6KRZ DKHDG RI LWV UDFLQJ GHEXW LQ

TKURXJKRXW WKH FRXGRHWVR IHERQWHOX H®/ KWHR RITHU FOLHQWY D UDAQ.
WDLORUHG WR GLITHUHQW VNLOO OHYHOV DQG H[SHULHQFHYVY LQFOXGLQJ €
ODWWHU WZR KHOG LQ /DSODQG ,W DOVR SURYLGHG VHUYLFH EDVHG DFWL
IRU KLJK SHUIRUPDQFH GULYLQJ WKURXJK WKH PRVW DGYDQFHG DQG HIIHFV

JHUUDUL &ODVVLFKH

7TKHHUUDUL &GHEHSBDUMKRHQW VXSSRUWY )HUUDUL FOLHQWY LQ PDQDJLQJ
IURP WKHLU SURGXFWLRQ ZLWK WKH REMHFWLYH RI NHHSLQJ DV PDQ\ RI V



WKH FHUWLILFDWLRQ RI WKH DXWKHQWLFLW\ RI FODVVLF )HUUDUL FDUV DC
JHUUDUL UHVWRUDWLRQ DQG UHSDLU DFWLYLWLHY DV ZHOO DV WKH PDQD.
DYDLODEOH RQ WKH PDUNHW 7KH GHSDUWPHQW DOVR )$SWRDUWAEH & MO YILFK I
ZLWKLQ LWV QHWZRUN

JHUUDUL &DDRWIWKHUHDWH D SODWIRUP RI LQIRUPDWLRQ DQG WHFKQL
WKH DZDUHQHVY DQG YDOXH RI )HUUDULpV KHULWDJH DQG EUDQG :H YLH
WDQJLEOH OHJDF\ DQG LQFD)HUDM IUR Q& BBRRUMEKRHDANE DOMR VXSSRUWY DQC
SDUWLFLSDWLRQ RI FOLHQWY LQ VWUDWHILF KLVWRULFDO HYHQWYV

7TKHHUUDUL ¢@ODYNVUWKH QW LQ ODUDQHOOR FRQVLVWY RI DQ RIILFH RI "
FDUV DUH FKHFNHG UHVWRUHG DQG UHSDLUHG ,Q DGGLWLRQ LQ RUGHU V
ZRUNVKRS LQ ODUDQHOORHUWWDDU WIORWNIFFRIKIHHG D QHZ VHU2ILEHLQBWHRURN L
&ODVVZRKNVKRSYVY DFWLYH WR GDWH SULPDULO\ IRU YHKLFOH UHSDLUV D(
QHWZRUN LV H[SHFWHG WR IXUWKHU H[SDQG LQ WKH IXWXUH FRQVLGHULC(
FHUWLILHG

7TKH DXWKHQWLFLW\ RI WKH FDU ZLWK UHVSHFW WR WKH LQLWLDO VSH
HLWKHYHDW DVWK H& CCCALWVOULAK\HLQ ODUDQHOOR RU DW DQ DXWKRUL]JHG ZRUNVKR
FROQOWDLQLQJ GUDZLQJVY RI HDFK RI WKH LQGLYLGXDO FKDVVLV DQG GHWDL!
GXULQJ WKLV LQVSHFWLRQ WKH FDU LV WKHQ SUHVHQWHG WR DQ H[SHUW
FHUWLILFDWLRQ

$W WKH ODUDQHDHORUZB U NMEKIRBYLHKHRXW IXOO UHVWRUDWLRQV RU PD
RULJLQDO FRPSRQHQWY DQG VSDUH SDUWV RU UHSOLFDV PDQXIDFWXUHG
RITHUV RXU FOLHQWY WKH RSSRUWXQLW\ WR UHVWRUH RU PDLQWDLQ DQ\ F(

7TKHHUUDUL &GHSDURKHHQW DOVR SURYLGHVY EDVLF WHHRHKQDEDLDO&DQGVIL

$FDGHP\QHZ GULYLQJ VFKRRO SURMHFW WKDW ODXQFKHG LQ IRU YLQWL
ODUDQHOOR ORQGLDO7Y *7 IXVVR *7% ,Q DGGLWLRQ GXULQJ WKH

ZH XQYHLOHG D QHZ RQ LFH GULYLQJ FRXUVH

7TKHHUUDUL &GHSDURMKHHQW DOVR RIIHUV DVVLVWDQFH VHUYLFHV WR F
OLJOLD /H ODQRW &RONMDKWHWLRDOO\ DQG WRXU RU VWDWLF HYHQWYV VXFK DV FF

5DFLQJ

SDUWLFLSDWLRQ LQ WKH ),$ )RUPXOD RUOG &KDPSLRQVKLS ZLWK
&KDPSLRQVKLS ZLWK WKH )HUUDUL (QGXUDQFH 7HDP LV D FRUH HOHPHQW F
DV DQ LPSRUWDQW VRXUFH RI LOQRYDWLRQ IRU WKH VXSSRUW RI WKH WHFI
FRPSHWH LQMWKUHNYV &KDPSLREX&EHY ZD WHKUWRMH L (VR WK H HODXRB HDCRAER ZUHD F L Q.
6FDUSHULD QHDU )ORUHQFH ZKLFK ZH UHQW WR UDFLQJ HYHQWY RUJDQL]F

JRUPXOD

7KH ),$ )RUPXOD :RUOG &KDPSLRQVKLS LV WKH SLQQDFOH RI PRWRUYV
VHULHV LQ WKH ZRUOG ZLWK D JOREDO IDQEDVH RI DSSUR[LPDWHO\ PLC
SURSHUWLHY JOREDOO\ DQ DYHUDJH Rl a PLOOLRQ YLHZHUV SHU UDFH ZF
ZLWK RYHU PLOOLRQ VRFLDO PHGLD IROORZHUV ZKLOH WRWDO GLJLWI
6RXUFH )RUPXOD VHDVRQ HQG RI \HDU UHSRUWLQJ /LEHUW\ )RUPXOD

JRUPXOD FDUV UHO\ RQ DGYDQFHG WHFKQRORJ\ SRZHUIXO K\EULG HQC
LV WKH VSRUWuV WUDGLWLRQDO EDVH ORQJVWDQGLQJ QRQ (XURSHDQ YHC
8QLWHG 6WDWHYV KDYH EHHQ MRLQHG LQ WKH ODVW WZR GHFDGHV E\ UDFLC



4DWDU 6DXGL $UDELD DQG $JHUEDLMDQ 7KLV SURYLGHV SDUWLFLSDQWYV L
RQ WKH ZRUOG VWDJH

6FXGHULD )HUUDUL KDV EHHQ UDFLQJ LQ WKH )RUPXOD "RUOG &KDPS
ZRQ LWV ILUVW *UDQG 3UL[ LQ ‘H DUH WKH RQO\ WHDP WKDW KDV FRPSI
VXFFHVVIXO LQ WKH KLVWRU\ RI )RUPXOD ZLWK *UDQG 3UL[ ZLQV 7KU
&KDPSLRQVKLSV DQG &RQVWUXFWRUVHY &KDPSLRQVKLSV PRUH WKDQ DQ
VSRUWpV KLVWRU\ KDYH UDFHG LQ 6FXGHULD )HUUDULpV GLVWLQFWLYH U
+DZWKRUQ 3KLO +LOO -RKQ 6XUWHHV 1LNL /DXGD -RG\ 6FKHFNWHU *LOC
.LPL 5DLNNRQHQ DQG /HZLV +DPLOWRQ 2XU GULYHUVp OLQH XS LQ FR
JHUUDUL 'ULYHU $FDGHP\ WUDLQLQJ VFKHPH WR UDFH IRU RXU )RUPXOD l
DFWLYH GULYHU LQ KLVWRU\ ZLWK 'ULYHU :RUOG &KDPSLRQVKLSV

Q WKH QHZ ),$ ILQDQFLDO UHJXODWLRQV HQWHUHG LQWR IRUFH D
FDS RQ FHUWDLQ H[SHQVHV DQG LQYHVWPHQWY UHODWHG WR RSHUDWLRQYV
JRUPXOD WHDP ORUHRYHU GHYHORSPHQW DFWLYLQWLHNHRPEHYH DOV RVIOH PE
ORWRU 6SRUW &RXQFLO YDOLGDWHG WKH IUDPHZRUN IRU WKH 3RZHU
RSHUDWLRQDO DQG ILQDQFLDO JXLGHOLQHV 7KH IUDPHZRUN LGHQWLILH
HQYLURQPHQWDO LPSDFW FRVW UHGXFWLRQ PHDVXUHV DQG FRPSHWLWLYF
GRFXPHQW VHWWLQJ RXW WKH 3RZHU 8QLW 5HJXODWLRQV ZDV VXEPLWW

7KH\ ZLOO DSSO\ WR SRZHU XQLWV VWDUWLQJ IURP WKH VHDVRQ
FRQVLVWHQW ZLWK WKH IUDPHZRUN SURSRVHG WR WKH &RXQFLO DUH PDLC
JRUPXOD  7KH JRUPXOD 3RZHU 8QLW 5HJXODWLRQV ZHUH DSSURYHG L
WR EH XVHG LQ WKH VHDVRQ 7KH ),$ VHW WKH RSHUDWLRQDO FRVW FI
UHODWLRQ WR WKH GHYHORSPHQW DQG PDQXIDFWXULQJ Rl WKH UDFLQJ FD!I

7KH )RUPXOD "RUOG &KDPSLRQVKLS LQFOXGHG UDFHV

,Q WHUPV RI UHVXOWY WKH VHDVRQ HQGHG ZLWK IRUWK SODFH IRU V
ZLWK SRLQWYVY VHYHQ SRGLXPV RQH SROH SRVLWLRQ DQG ZLWK ILYH C
&KDUOHYVY /HFOHUF DQG /HZLV +DPLOWRQ UHVSHFWLYHO\

6FXGHULD )HUUDULpV FRQWLQXLQJ SDUWLFLSDWLRQ LQ WKH ),$ )RUP.
IURP WR LV JRYHUQHG E\ WZR DJUHHPHQWY ° ZLGHO\ NQRZQ DV 1H.:
7KH ILUVW Rl VXFK DJUHHPHQWY JRYHUQV WKH UHJXODWRU\ DQG JRY}
FRPPHUFLDO DVSHFWV 7KH 1HZ &RQFRUGH $JUHHPHQW UHFRJQL]HV WKH
SDUWLFLSDWHG LQ DOO )RUPXOD RUOG &KDPSLRQVKLS HGLWLRQV VLQFH
UDFHV WKH SDUWLFLSDWLQJ WHDPV UHFHLYH D VKDUH RI D SUL]JH IXQG EI
DFWLYLWLHYVY PDQDJHG E\ )RUPXOD LQFOXGLQJ LQ SDUWLFXODU SURPR
DJUHHPHQWY DQG RWKHU VRXUFHV 6KDUHV LQ WKH SUL]JH IXQG DUH SDLG
WHDP LQ WKH FKDPSLRQVKLS 'XULQJ WKH &RPPHUFLDO 5LJKW +ROGHU
&DGLOODF ) ZKLFK KDV LQFUHDVHG WKH WRWDO QXPEHU RI WHDPV WR \%

,PSURYHPHQWYV LQ WHFKQRORJ\ DQG IURP WLPH WR WLPH FKDQJHYV
SURGXFWLRQ RI D QHZ UDFLQJ FDU HYHU\ \HDU 7KHUHIRUH LQ DGGLWLRQ \
GHVLJIJQLQJ RXU FDUV HDFK \HDU LQ WKH VSULQJ LQ DQWLFLSDWLRQ RI Wk
FKDVVLVY DQG WKH SRZHU XQLW ZH EXLOG HDFK \HDU DUH GHVLJQHG WR EI
FRPSRQHQWYV ILWWHG RQ RXU FDUV DUH DGMXVWHG IURP UDFH WR UDFH GH

7R PD[LPL]H WKH SHUIRUPDQFH HIILFLHQF\ DQG VDIHW\ RI RXU )RUPXO
UXOHVY DQG UHVWULFWLRQV VHW RXW E\ WKH ),$ RXU UHVHDUFK DQG GHYH
FDUV DQG WKHLU HQJLQHV 'H RIWHQ WUDQVIHU WHFKQRORJLHV LQLWLDO
VWHHULQJ ZKHHO SDGGOHV IRU JHDU VKLIWLQJ WKH XVH DQG GHYHORSPHC
DHURG\QDPLF FRQFHSWYVY DQG WHFKQRORJ\ UHODWHG WR K\EULG SURSXOVL|

2XU URDG FDUV KDYH EHQHILWHG IURP WKH NQRZ KRZ DFTXLUHG LQ W
HQMR\LQJ JUHDWHU VWDELOLW\ DV WKH\ UHDFK KLJK VSHHGV RQ DQG RII



FRPELQLQJ PLQLPDO ODS WLPHV ZLWK PD[LPXP HIILFLHQF\ OHDGLQJ WR D
WHFKQRORJ\ &XUUHQW DGYDQFHG (56 IHDWXUHV WZR HOHFWULF PRWRU J}F
VWRUH DQG GHSOR\ HQHUJ\ JHQHUDWHG ERWK E\ WKH YHKLFOH GXULQJ EUL

7KH LQFUHDVLQJ DXGLHQFH DQG DSSHDO Rl ) FRPELQHG ZLWK D U}
LQWHJUDWLRQ RI SDUWQHUV LQ WKH )HUUDUL HFRV\VWHP FRQWLQXHV WR
WUDQVODWHY LQWR VLIQLILFDQW VSRQVRUVKLSYVY GHDOV

7KH SDUWQHUVKLS SURJUDP LQFOXGHYVY D QXPEHU RI DVVRFLDWHG PD!
RWKHU NH\ SDUWQHUV LQ )HUUDUL )RUPXOD &OXE +RVSLWDOLW\ WR ZDWF
DQG RXU )RUPXOD GULYHUVHY SDUWLFLSDWLRQ LQ YDULRXV SURPRWLRQD
PDUNHWLQJ DQG FOLHQW DFWLYLWLHYVY :H DOVR RIWHQ VHOO ROGHU )RUPX(

ORUH JHQHUDOO\ )RUPXOD UDFLQJ DOORZV XV WR SURPRWH DQG PD
ZLWKRXW UHVRUWLQJ WR WUDGLWLRQDO DGYHUWLVLQJ DFWLYLWLHYV WK
OLPLWLQJ WKH PDUNHWLQJ FRVWY WKDW ZH DV D FRPSDQ\ RSHUDWLQJ LQ

"RUOG (QGXUDQFH &KDPSLRQVKLS

Q JHUUDUL FRPSHWHG LQ WKH WRS FODVV RI WKH ),$ :RUOG (QG X
DFKLHYLQJ H[WUDRUGLQDU\ UHVXOWV ZLWK WKH WZR 3 FDUV RI WKH RII
WULXPSKHG LQ ERWK WKH :RUOG ODQXIDFWXUHVp &KDPSLRQVKLS D ZRUOC
DQG WKH :RUOG 'ULYHUuV &KDPSLRQVKLS ZLWK $OHVVDQGUR 3LHU *XLGL -
D WKLUG FRQVHFXWLYH YLFWRU\ DW WKH +RXUV RI /H 0ODQV FODLPHG WK
&RUVH WHDP SLORWHG E\ )HUUDUL RIILFLDO GULYHU <LIHL <H DORQJ ZLW
ILQLVKHG LQ WKH WRS WKUHH VSRWV LQ WKH :RUOG 'ULYHUVp VWDQGLQJV
VLQJOH PDQXIDFWXUHU KDG QHYHU EHHQ DFKLHYHG VLQFH WKH ),$ :(& ZDV
VHDVRQ E\ ZLQQLQJ WKH ),$ :RUOG &XS IRU +\SHUFDU 7HDPV RSHQ WR LQC
VHDVRQ WKH RIILFLDO )HUUDUL ° $) &RUVH WHDP FODLPHG WKUHH DGGLW
%HOJLXP DQG WKUHH SROH SRVLWLRQV ZLWK WKH QXPEHU FUHZ $QWI
QXPEHU FUHZ 3LHU *XLGL°&DODGR°*LRYLQD]]L

7KH /0*7 FRPSHWHG LQ WKH /0*7 FODVV IRU WKH VHFRQG FRQ
SHUIRUPDQFHYV 7KH WZR FDUV HQWHUHG E\ 9LVWD $) &RUVH VHFXUHG D ZL
FUHZ RI $OHVVLR 5RYHUD )UDQORLV +HULDX DQG 6LPRQ 0DQQ DORQJ Z
LQFOXGHG UHVXOWYV IURP WKH QXPEHU )HUUDUL GULYHQ E\ 'DYLGH 5LJR(
ILQLVKHG ZLWK VHFRQG SODFH LQ WKH 'ULYHUVH VWDQGLQJV IRU WKH QXPE

2WKHU *7 5DFHYV

,Q LWV WKLUG UDFLQJ VHDVRQ WKH *7 SURYHG YHU\ FRPSHWLWLYF
DW ODFDX )HUUDUL HDUQHG LWV ILUVW ZLQ LQ WKH ),$ *7 :RUOG &XS WKDC

,Q $PHULFD LQ WKH ,06$ FKDPSLRQVKLS WKH \HDU HQGHG ZLWK WKH
JHUUDUL WKH 7HDPVp WLWOH IRU $) &RUVH DQG WKH 'ULYHUVp WLWOH IRU

$PRQJ WKH RWKHU PDMRU UHVXOWV WKH *7 :RUOG &KDOOHQJH (XURS
FDWHJRULHV %URQ]H &XS DQG *ROG &XS $GGLWLRQDOO\ WKH QXPEHU
GULYHQ E\ $OHVVLR 5RYHUD $OHVVDQGUR 3LHU *XLGL DQG 9LQFHQW $EULC(

Q DFURVV WKH SULQFLSDO LQWHUQDWLRQDO DQG QDWLRQDO VHL
ODQXIDFWXUHUVH WLWOH HLJKW 7HDPVp WLWOHV DQG '"ULYHUVP WLWOH
FODVV ZLQV FRXQWLQJ DOVR WKRVH DFKLHYHG ZLWK WKH FDU LQ /0*7 F



6FXGHULD )HUUDUL +3 (VSRUWV 7HDP

7KH (VSRUWV WHDP LV LQFUHDVLQJO\ EHFRPLQJ DQ LQWHJUDO SDUV
&ERQVWUXFWRUVH 7LWOH LQ ZH ILQLVKHG WKH ) 6LP 5DFLQJ VHDVR
L5DFLQJ DV ZHOO DV LQ WKH 3UHPLHU 6LP *DPLQ /HDJXH DQG WKH (YROXWL

JRU WKH VHFRQG FRQVHFXWLYH \HDU WKH ILQDO RI WKH HUUDUL +3 (
$EX 'KDEL IHDWXULQJ IRXUWHHQ GULYHUV IURP DURXQG WKH JOREH DQC
PLOHVWRQHYVY RI WKH LQWHUQDWLRQDO (VSRUWV VFHQH
OXJHOOR &LUFXLW

IRFDWHG LQ 6FDUSHULD MXVW RXWVLGH )LUHQ]H WKH OXJHOOR &LUI

JOREDOO\ IRU PRUH WKDQ \HDUV ,QWHUQDWLRQDOO\ UHQRZQHG DV WK}
DQG FRQVHFXWLYHO\ VLQFH WKH )RUPXOD *UDQG 3UL[ RI 7XVFDQ\ |
PRWRUVSRUWY FRPSHWLWLRQV WKH PHWUHV FLUFXLW PLPLFNLQJ WK|

XOWLPDWH GULYLQJ H[SHULHQFH DQG PRGHUQ IDFLOLWLHYV

2ULJLQDOO\ D NP URDG FLUFXLW WKH ILUVW PRWRUVSRUW HYHQWYV
(QIR )HUUDUL ZRQ LQ RQ DQ $0OID 5RPHR FODVV 7KH FXUUHQW IDFL
PRGHOOHG LQ ZKHQ )HUUDUL ERXJKW WKH FLUFXLW <HDU DIWHU \HDU
VDIHW\ ZLWK ),$ *UDGH DQG ),0 *UDGH $ FHUWLILFDWLRQV WKH KLIJKHVW (

, Q WKH FLUFXLW KRVWHG GD\V RI WUDFN DFWLYLWLHYV DQG UL

7TKH FLUFXLW ZDV DZDUGHG WKH SUL]H IRU WKH %HVW *UDQG 3UL[ FLU
DQG LV DOVR D OHDGHU LQ WHUPV RI LWV VXVWDLQDELOLW\ SUDF
SUHVWLJLRXV 28FKLHYHPHQW RI ([FHOOHQFH? LQ DQG WR EH FHUWLILHC
,62 $V LQ WKH DQQXDO DQDO\WLY FDUULHG RXW LQ E\ (QRYDWLI
ZKLFK KRVW RU KDYH KRVWHG D )RUPXOD *UDQG 3UL[ FRQWLQXHG WR IHD
&LUFXLWYV ,QGH[ WKDW UDQNV WKH VXVWDLQDELOLW\ SHUIRUPDQFH RI
FHUWLILFDWLRQVY DFFUHGLWDWLRQV DZDUGV HQYLURQPHQWDO SHUIRUPL
DSSURDFK DQG HQJDJHPHQW

, Q DOO FHUWLILFDWLRQV ,62 ,62 ,62 ,62 (FR O0DC
UHQHZHG LQFOXGLQJ IRU WKH LOWHUQDWLRQDO VWDQGDUGYV IRU VXVWDLC
KHDOWK PDQDJHPHQW RQ ZRUNSODFHV )XUWKHUPRUH LQ OXJHOOR &l
6S$ REWDLQHG WKH 81, 3G5 VWDQGDUG DQ ,wDOLDQ FHUWLILFDWL
IRFXVHG RQ UHGXFLQJ JHQGHU JDSV LQ SD\ FDUHHU RSSRUWXQLWLHV DQG



/ILIHVW\OH

JHUUDULpV SUHVHQFH LQ WKH ZLGHU OX[XU\ ODQGVFDSH LV NH\ WR H(
WKH )HUUDUL OLIHVW\OH LV WR IRVWHU JURZWK E\ EURDGHQLQJ RXU FOLH
EXVLQHVY ZKLOH SUHVHUYLQJ RXU EUDQGMV '1$ LWV KHULWDJH DQG YDOX

7KH JRDO DQG PLVVLRQ RI RXU OLIHVW\OH VWUDWHJ\ LV EULQJLQJ WF
DFFRPSDQ\LQJ RXU FOLHQWY WKURXJK GLIITHUHQW VWDJHVY DQG PRPHQWYV R

2YHU WKH SDVW \HDUV WR VWUHQJWKHQ EUDQG GHVLUDELOLW\ )HUUL

(QWHUHG LQWR WKH SHUVRQDO OX[XU\ JRRGV VHIJPHQW D FULWLFDO
UHOHYDQFH IRU WKH EUDQG HVSHFLDOO\ IRU IXWXUH JHQHUDWLRQV
WKURXJK GHGLFDWHG IDVKLRQ VKRZV

&UHDWHG D QHZ RUJDQL]DWLRQDO VWUXFWXUH IRUPHG E\ D GHGLFDW
EDVHG LQ OLODQ DQG ZRUNLQJ FORVHO\ ZLWK RXU WHDP LQ ODUDQHOO
5DWLRQDOL]HG LWV OLFHQVHV E\ WHUPLQDWLQJ DSSUR[LPDWHO\ KDOI
GLVWULEXWLRQ ZDV QRW FRQVLVWHQW ZLWK WKH SRVLWLRQLQJ RI WK
&RPSOHWHG WKH UDWLRQDOL]DWLRQ RI WKH UHWDLO QHWZRUN E\ FO
FRQVLGHUHG XQVXLWDEOH IRU )HUUDULpV OX[XU\ SRVLWLRQLQJ :H K
ERXWLTXHY DQG RSHQHG QHZ RQHV LQ WKH 8QLWHG 6WDWHYV 2XU L
JHUUDUL RZQHG GLUHFW OV R@HKIIDMWIKBECGVWRRIBNVDYQRE '"HFHPEHU

/IRRNLQJ DKHDG WKH IRFXV UHPDLQV RQ GHOLJKW WL FRRZLW K R PRPY R H W\
JHUUDUL /LIHVW\OH KDV WKUHH SLOODUYV BHUVRQDO /X[XU\ *RRGYV

BHUVRQDO /X[ XGBHRFGWHG WR RXU RZQ UHILQHG FROOHFWLRQ ° DFFH
° HPERGLHV WKH VW\OH FUHDWLYLW\ DQG TXDOLW\ WKDW ZH VWDQG

FDUHIXOO\ FRPELQHG PL[ RI SURGXFW FDWHJRULHV ,PSRUWDQWO\ ZH
OLFHQVHHV ZKLFK ZLOO DOORZ XV WR SOD\ LQ FRPSOHPHQWDU\ WHUU
DQG SRVLWLRQLQJ 7KURXJK RXU QHWZRUN RI GLUHFWO\ RSHUDWHG V\
LOQFOXGLQJ RXU IDVKLRQ FROOHFWLRQ DQG VHOHFWHG PHUFKDQGLVLQ




&ROOHPWREIAHBW RQ WKH FRQFHSW RI FROOHFWDELOLW\ E\ HQODUJLQJ
WRNHQV RQBUWKIH)HUUDUL EUDQGHG SURGXFWV VXFK DV KLJK HQG Zz
FRQVXPHU HOHFWURQLFV VSRUWVZHDU WR\V GIHDGH H[ S'DGGEIRQJIDW KM
SURGXFWV VXFK DV OLPLWHG HGLWLRQV DQG RQH RII DUWLIDFWYVY HPE
WKDW OLH EHKLQG WKH FUHDWLRQ GHVLJQ DQG PDQXIDFWXUH Rl RXI
3LHFHV +LVWRULF 3LHFHV DQG 'ULYHU 3LHFHV ODXQFKHG LQ



([SHULHTKFHR XJK WKLV SLOODU ZH LQWHQG WR QXUWXUH RXU KHULWDJI
DQG WDLORU PDGH H[SHULHQFHY :H FDSWXUH WKH HVVHQFH RI WKH
KLVWRU\ SDVVLRQ DQG YDOXHV RI )HUUDUL WKURXJK RXU )HUUDUL P>
WKDQ YLVLWRUV LQ ,O &DYDOOLQR UHVWDXUDQW LQ ODUDQH



,QWHOOHFWXDO 3URSHUW\

‘H RZQ D QXPEHU RI UHJLVWHUHG GHVLJQV DQG XWLOLW\ SDWHQWYV :F
WHFKQRORJLFDO LQQRYDWLRQV DQG WR GHYHORS RXU GHVLJQ DQG EUDQG

‘H ILOH SDWHQW DSSOLFDWLRQV LQ (XURSH DQG DURXQG WKH ZRUOG
DQG LPSURYHPHQWY FRQVLGHUHG LPSRUWDQW WR RXU EXVLQHVV 1R VLQJC

‘H DOVR RZQ D QXPEHU RI UHJLVWHUHG WUDGHPDUNVY GHVLJQV DQG
ZRUG RU ILIJXUDWLYH UHJLVWHUHG LQ VHYHUDO FRXQWULHY DQG DFURVYV
OHYHO RI SURWHFWLRQ LV JLYHQ WR WKH IROORZLQJ LFRQLF WUDGHPDU
UHJLVWUDWLRQV LQ DSSUR[LPDWHO\ FRXQWULHV LQ PRVW RI WKH PDLQ

t 2)HUUDUL® ZRUG
t 2)HUUDUL® ORJRW\SH
T WKH 23UDQFLQJ +RUVH?3® ILIJXUDWLYH

t WKH WUDGHPDUN ILIJXUDWLYH



t WKH UDFLQJ VKLHOG ILIJXUDWLYH

¥ 26FXGHULD )HUUDUL® ZRUG DQG ILIXUDWLYH

7KH QDPHV RI RXU 5DQJH 6SHFLDO 6HULHV ,FRQD DQG 6XSHUFDU PR
UHJLVWHUHG DV WUDGHPDUNV DQG ORJRW\SHV DQG ZH DOVR UHJLVWHU W

7KH SURWHFWLRQ RI LQOWHOOHFWXDO SURSHUW\ LV DOVR LQFUHDVLC
DFWLYLWLHYV 7KHUHIRUH ZH DGRSW DQG IROORZ LQWHUQDO SURFHVVHV L
JLYHQ WR RXU LQWHOOHFWXDO SURSHUW\ ULJKWY DQG WKDW QR WKLUG S
DFWLYH LQ VHHNLQJ WR OLPLW DQ\ FRXQWHUIHLWLQJ DFWLYLWLHY UHJDUG
JRDO ZH FORVHO\ PRQLWRU WUDGHPDUN DSSOLFDWLRQV DQG GRPDLQ QDI
DXWKRULWLHY DQG FXVWRPV DQG DYDLO RXUVHOYHV RI D QHWZRUN RI H[SFH

SURSHUWLHYV

2XU SULQFLSDO PDQXIDFWXULQJ IDFLOLW\ LV ORFDWHG LQ ODUDQHOO
DSSUR[LPDWHO\ W KR (2D 6@ DWUIXK@HABO RHSWAHYW KRVWYV RXU FRUSRUDWH F
RSHUDWH IRU WKH GHVLJQ GHYHORSPHQW DQG SURGXFWLRQ RI RXU URDG
6HH+tODQXIDFWXYWFFHISW IRU VRPH OHDVHG WHFKQLFDO HTXLSPHQW ZH R
ODUDQHOOR

,Q UHFHQW \HDUV ZH KDYH PDGH VLJQLILFDQW LQYHVWPHQWYV LQ R
FRQVWUXFWLRQ RI D QHZ EXLOGLQJ HQWLUHO\ GHGLFDWHG WR RXU )JRUPXO
0 ZH FRPSOHWHG WKH )HUUDUL 'HVLJQ &HQWUH ZKLFK FRYHUV Pl
FRPSOHWHG WKH RIILFH DUHD DQG ZRUNVKRS DUHD RI WKH 1HZ 7HFKQLFI
VI\VWHPV 7KH HQWLUH EXLOGLQJ DQG WKH HQJLQH DQG K\EULG WHVW EH(
PHWHUVY DQG ZHUH FRPSOHWHG LQ

, Q ZH FRPSOHWHG WKH FRQVWUXFWLRQ RI D QHZ EXLOGLQJ UHO
DSSUR[LPDWHO\ WKRXVDQG VTXDUH PHWHUV QHDU WKH )LRUDQR WUDEFN
UHQRYDWLRQ RI WKH RIILFHVY XVHG E\ RXU ODUNHWLQJ DQG &RPPHUFLDO GH

%WHWZHHQ DQG JHUUDUL DFTXLUHG ODQG DQG EXLOGLQJV QHDU
WKH H %XLOGLQJ LQDXJXUDWHG LQ -XQH 'LWK D WRWDO IORRU VSDFF
VWUDWHJLF DVVHW IRU YHKLFOH DVVHPEO\ DQG WKH FRQVWUXFWLRQ RI H
GHVLIQHG WR DFKLHYH PD[LPXP OHYHOV RI HQHUJ\ SHUIRUPDQFH ZLWK K
SKRWRYROWDLF VA\VWHP LQVWDOOHG RQ WKH URRI ([WHUQDOO\ WKH EXLC
SDQHOV ZKLFK JXDUDQWHH D KLJK LQWHUQDO GLIIXVLRQ RI QDWXUDO OLJ
FRORUVY DQG PRGHUQ OLJKWLQJ PDWHULDOV ,Q DGGLWLRQ WR FRQGHQVLC
EXLOGLQJ RIITHUV LQWHUQDO DQG H[WHUQDO VSDFHV LQWHQGHG IRU WKHF
UHOD[DWLRQ DUHDV

, Q JHUUDUL DGGHG DQ DGGLWLRQDO WKRXVDQG VTXDUH PHWHUYV
GHYHORSPHQW RI HOHFWULILFDWLRQ DFWLYLWLHY DQG ERRVW WKH DELOL\



VXSSRUW WKH GHYHORSPHQW DQG SURGXFWLRQ RI )RUPXOD FRPSRQH
DSSUR[LPDWHO\ WKRXVDQG VTXDUH PHWHUV 7KH LQFUHDVLQJ QXPEHU R
DQG PRGHUQL]H RIILFHVY DQG ZRUNVSDFHV 7KH QHZ ODUNHWLQJ DQG &RPPI
HQODUJHPHQW ZKLFK HQDEOHV WKH HQWLUH 3URGXFW '"HYHORSPHQW WR D
EHHQ LGHQWLILHG DV WKH PRVW VLIJQLILFDQW EXLOGLQJV LQ 7KH WR\
WKRXVDQG VTXDUH PHWHUV ,Q RUGHU WR DWWUDFW WKH DWWHQWLRQ RI )
DQG UHVWUXFWXULQJ RI FHUWDLQ UHODWHG IDFLOLWLHVY FRPSDQ\ UHVWD X

, Q ZH EHIJDQ WKH FRQVWUXFWLRQ RI RXU QHZ SDLQW VKRS ZKI
FRPSOHWHG WKH IDFLOLW\ EXLOW RQ D ODQG SUHYLRXVO\ SXUFKDVHG Z
PHWHUV RYHU WZR IORRUV 7KH SDLQW VKRS LV D VWUDWHILF SURMHFW G
HISDQG WKH UDQJH RI FXVWRPL]DWLRQ RSWLRQV RIITHUHG WR FOLHQWYV 71
WHFKQRORJLHYV KLJK SUHFLVLRQ URERWLF VA\VWHPV DQG GLJLWDO SURFH
FRQVLVWHQF\ DQG UHSHDWDELOLW\ (QYLURQPHQWDO FRQVLGHUDWLRQV K
HQHUJ\ VIVWHPVY 9RODWLOH 2UJDQLF &RPSRVLWH ?292&3% UHGXFWLRQ WHFI
SURFHVVHV FRQWULEXWLQJ WR WKH DFKLHYHPHQW RI WKH &RPSDQ\pV (6* \

, Q JHUUDUL EHJDQ DQG FRPSOHWHG WKH FRQVWUXFWLRQ RI )HUU
WZR NLORPHWHUY ORQJ DQG FRYHULQJ DQ DUHD RI VTXDUH PHWHUV
IXQFWLRQDO WHVWLQJ RI VSRUWYVY FDUV IUHVK RIIl WKH SURGXFWLRQ OLQ
YDOLGDWLRQ UHTXLUHPHQWY WKH WUDFN DOORZV IRU SUHFLVH DQG UHSH
7KH WUDFN LV GLYLGHG LQWR D VHULHV RI VHFWRUV HDFK GHGLFDWHG WR
FXUYHV ZLWK EDQNLQJ DQG ORQJIJLWXGLQDO VORSH D FHQWUDO VWUDLJK
EHKDYLRU 7KH VSHFLDO URDG VXUIDFHV ° GHYHORSHG XVLQJ )HUUDULpV
FRPIRUW DQG SHUIRUPDQFH

$GMDFHQW WR WKH SODQW LV RXU )LRUDQR WUDFN EXLOW LQ DQC
WKRXVDQG PHWHUV

7KH WUDFN DOVR KRXVHV WKH )RUPXOD ORJLVWLFV RIILFHV $GGl
GHYHORSPHQW FHQWHU D KRVSLWDOLW\ DUHD DQG WKH )HUUDUL PXVHXP

‘H DOVR RZQ WKH 0XJHOOR UDFLQJ FLUFXLW LQ 6FDUSHULD QHDU )OR
2+ 5DFLQJ+*0XJHOOR &LUFXLW:

‘H RZQ D VHFRQG SODQW LQ ORGHQD QDPHG &DUUR]]JHULD 6FDJOLHWYV
SODQW ZH PDQXIDFWXUH DOXPLQXP ERG\ZRUNV IRU RXU UHJXODU 5DQJH 6S

7KH WRWDO FDUU\LQJ YDOXH RI RXU SURSHUWYD3/ODQWLDQGRHJTXLSPHQ
(PSOR\HHV

+XPDQ FDSLWDO UHSUHVHQWYV D NH\ GULYHU RI RXU VXFFHVV UHLQI
LQGXVWU\ DQG HQDEOLQJ WKH FUHDWLRQ Rl VXVWDLQDEOH ORQJ WHUP Y
HQVXUH HTXDO RSSRUWXQLWLHV ZH LPSOHPHQW D UDQJH RI LQLWLDWLYHV
HYDOXDWLQJ PLGGOH PDQDJHUV DQG ZKLWH FROODU HPSOR\HHV WKURXJK
PDQDJHPHQW DQG VXFFHVVLRQ SODQQLQJ LQ DGGLWLRQ WR DVVHVVPHQW
LQLWLDWLYHVY HPSOR\HH VDWLVIDFWLRQ DQG HQJDJHPHQW VXUYH\V LQFO
ZRUN DUUDQJHPHQWY FRPPXWLQJ SURJUDRPRUPQYG DD YEHZBKIVFBMWHEEF @ K G HIVU H
RWKHU SYRUBRPY %HQHVVHIUHR EKGHRE 88U HPSOR\HHV ODXQFKHG LQ
DQQXDO PHGLFDO FKHFN XS WR EH FRUWPLOD RXVQ IG6XYH RW LLROENRRU KR X B L
RITHULQJ PHGLFDO DVVLVWDQFH WR HPSOR\HHV DQG WKHLU FKLOGUHQ DQ¢
JURXS )RUPX OD (VWDRNH UXQURWXPPHU FDPSXV DFWLYLWLHV WR HPSOR\HHVp
LQLWLDWLYHV DLPHG DW VXSSRUWLQJ SDUHQWKRRG LQFOXGLQJ JUHDWHU
IRU HPSOR\HHV ZLWK FKLOGUHQ XS WR WKH DJH RI



2Q '"HFHPEHU ZH KDG D WRWHBSXORIHHV LQFMXBIHUIV DQG VHQLRU PDQCL

HPSOR\HHV ZHUH EDVHG LQ ,WDO\ SULPDULO\ DW RXU ODUDQHOOR ID!
LQFOXGLQJ PDQDJHUV DQG VHQLRU PDQDJHUV PRVWO\ LQ 1RUWK $PHUL
'"HFHPEHU

':KLWH FROODU HPSOR\HHV DQG PLGGOH PDQDJHUYV
,WDO\
5HVW RI WKH ZRUOG
%OXH FROODU HPSOR\HHV
WD O\
5HVW RI WKH ZRUOG
0DQDJHUV DQG VHQLRU PDQDJHUYV
7RWDO

$SSUR[LPDWHOWRI VBKHW HPGWR\HHY ZHUH WUDGH XQLRQ PHPEHUV LQ
XQLRQYHBHHD]LRQH ,WDOLDQDO & &V/O@PRIFH D,@IDFALDQD /DYRUBWRW@BL/ OHWDO
JHGHUD]LRQH ,WDOLDQD 6LQGDFDWL OHWD®PFFD&GHU M LRXGX \ WIILLHHI DRVR
OHWDOOXQOL&L,/

$00 RI RXU PDQDJHUV LQ ,WDO\ DUH FRYHUHG E\ FROOHFWLYH EDUJI
JHGHUPDQDJHU VLJQHG RQ $SULO 2XU RWKHU HPSOR\HHV LQ ,WDO\
LQWR E\ )&$ &1+ ,QGXVWULDO ,YHFR DQG )HUUDUL ZLWK ,WDOLDQ ODER
$4&) VLJQHG RQ ODUFK WKH VHFRQG RQH HQWHUHG LQWR E\ YHUUD!
),60,& VLJQHG RQ 1RYHPEHU DQG QDPHG 2$FFRUGR 3UHPLR GL &RPS}
WKLQJV WKH SD\PHQW RI ERQXVHVY OLQNHG WR SHUIRUPDQFH IRU FHUWDLQ

2Q -XQH WK WKH HFRQRPLF SDUW RI WKH FROOHFWLYH EDUJDL(
IDYRUR &&6/ ZDV UHQHZHG IRU WKH WZR \HDU SHULRG

,Q DGGLWLRQ WR WKH FROOHFWLYH EDUJDLQLQJ DIJUHHPHQWYVY ZH KDY
PDQDJHUYVY DQG RWKHU NH\ HPSOR\HHV SURYLGLQJ IRU ORQJ WHUP LQFHQWL

5HIXODWRU\ ODWWHUV

‘H PDQXIDFWXUH DQG VHOO RXU FDUV DURXQG WKH ZRUOG DQG RXU R:
UHJXODWLRQV UHODWLQJ WR HQYLURQPHQWDO KHDOWK DQG VDIHW\ DQG
HPLVVLRQV IXHO FRQVXPSWLRQ VDIHW\ DQG FRQQHFWLYLW\ DV ZHOO DV
UHTXLUHPHQWY RQ HPLVVLRQV WUHDWPHQW DQG GLVSRVDO RI ZDVWH
HQYLURQPHQWDO FRQWDPLQDWLRQ 2XU YHKLFOHV WRJHWKHU ZLWK WKH F
QDWLRQDO DQG ORFDO ODZV DQG UHJXODWLRQV DQG LQGXVWU\ VHOI UHJX
ZH FXUUHQWO\ EHQHILW IURP FHUWDLQ UHJXODWRU\ H[HPSWLRQV EHFDXYV
MXULVGLFWLRQV ZKHUH ZH VHOO FDUV $V RXWOLQHG EHORZ WKHVH H[H
HPLVVLRQV FDSV DQG FRPSOLDQFH GDWH H[WHQVLRQV WR H[HPSWLRQV IUF

‘H DUH LQ FRPSOLDQFH ZLWK WKH UHOHYDQW UHJXODWRU\ UHTXLUHF
ZRUOG ‘H FRQVWDQWO\ PRQLWRU VXFK UHTXLUHPHQWY DQG DGMXVW RXU F

$SSURYDO DQG PDUNHW VXUYHLOODQFH

Q WKH (XURSHDQ 3DUOLDPHQW DQG (XURSHDQ &RXQFLO LVVXH
IUDPHZRUN IRU WKH DSSURYDO DQG PDUNHW VXUYHLOODQFH RI PRWRU YHK
UHJXODWRU\ I[UDPHZRUN RI 'LUHFWLYH (& ZDV IRFXVHG RQ WHFKQLFD
E\ LQFOXGLQJ PDUNHW VXUYHLOODQFH UHTXLUHPHQWYV LQ RUGHU WR HQVX
RI 5SHIXODWLRQ DUH HQKDQFLQJ WKH LQGHSHQGHQFH Rl WHFKQLFDO
DV LPSURYLQJ WKH TXDOLW\ RI WKH WHVWLQJ RI YHKLFOHV DQG VHWWLQJ '



VXUYHLOODQFH LQ RUGHU WR YHULI\ WKH FRQIRUPLW\ RI YHKLFOHV RQ WK
PHDVXUHV LQ FDVH RI QRQ FRPSOLDQFH RU ZKHUH D YHKLFOH SRVHV D VDIF
DSSURYDO V\VWHP ZLWK PRUH VWULQJHQW RYHUVLJKW E\ WKH (8 7KH &RPP
GHVLIQDWLRQ RI WHFKQLFDO VHUYLFHV WR RUGHU UHFDOOV DQG WR LPSF

7KH (XURSHDQ &RPPLVVLRQ LV DOVR SURYLGHG ZLWK WKH GHOHJDWHG
LW XS WR GDWH DQG DOLJQHG ZLWK LQGXVWU\ bQG VWDNHKROGHU QHHGV
EH DGRSWHG LQ ,Q SDUWLFXODU RQH DPHQGPHQW LV DLPHG DW VWL
XSGDWLQJ WKH OLVW RI DSSOLFDEOH UHTXLUHPHQWY DQG JHQHUDO UXOHYV
DOORZ PDQXIDFWXUHUV WR FHUWLI\ UHSODFHPHQW EDWWHULHV IRU YHKLFC

*UHHQKRXVHIAB® &FRQRP\ OHIJLVODWLRQ

(XURSHDQ OHJLVODWLRQ OLPLWHG IOHHW DYHUDJH JUHHQKRXSHWDV H
NLORPHWHU IRU WKH SHULRG 'XH WR RXU 690 VWDWXV XQGHU (8 UF
JUbPV SHU NLORPHWHU HPLVVLRQV UHTXLUHPHQW DYDLODEOH WR VPD
3IXUVXDQW WR WKDW GHURJDWLRQ ZH ZHUPALNVNYVRGWD GV DBIXWYHE HNV R QRHHW
WDUJHW OHYHO RI JUDPV SHU NLORPHWHU LQ IRU RXU IOHHW RI (8 L
HIFHHGLQJ YHKLFOHV LQ JHUUDUL FRQWLQXHG WR TXDOLI\ DV DQ 6
UHJLVWHUHG YHKLFOHY LQ WKH (8 SHU \HDU LV OHVV WKDQ YHKLFOHYV

, Q WKH (XURSHDQ 8QLRQ VHW QHZ HPLVVLRQV WDUJHWYV FDOO
QHZ SDVVHQJHU FDUV UHJLVWHUHG LQ WKHHUJLMLORPWR DY HUIDMIHQJ WWRD PV
LQ 7KH UHJXODWLRQ H[WHQGVY WKH VPDOO YROXPH DQG QLFKH PD
DSSURYHG E\ WKH (XURSHDQ &RPPLVVLRQ IROORZLQJ RXHPEWWLRVQ\R @ DUH H\
LQ WKH SHULRG UHDFKLQJ D WDUJHW RI JUDPV SHU NLORPHWHU L

Q WKH (XURSHDQ 8QLRQ VHW QHZ DQG HPLVVLRQV WDUJHW
SHUFHQW UHGXFWLRQ RI WKH WDUJHW DSSOLFDEOH LQ $Q LQFHQWLY'!
LQWURGXFHG 7KLV QHZ UHJXODWLRQ (8 FRQWLQXHV WR VWDWH W
GHWHUPLQH WKH HPLVVLRQV UHGXFWLRQ WDUJHWV IRU ODUJH YROXPH P
FRQVLGHUHG DV LQGHSHQGHQW 7KHUHIRUH )HUUDUL DQG RWKHU 690V K
HPLVVLRQV UHGXFWLRQ DQG DUH UHTXLUHG WR VXEPLW WKH DSSOLFDWLR
GHURJDWLRQ VKDOO DSSO\

7TKH UHJXODWLRQ (8 VHWY RXW QHZ (8 UXOHV RQ PRQLWRULQ
&RPPLVVLRQ ZLOO KDYH WR HQVXUH WKH UHPOVARRQGYDBIHNVHDQWWHIBVR QHE
FRQVXPSWLRQ PHWHUV LQVWDOOHG LQ QHZ FDUV DQG ZLOO EH REOLJHG

SXUSRVH WKH &RPPLVVLRQ LVVXHG LQ ODUFK WKH ,PSOHPHQWLQJ 5H.
FROOHFW DQG UHSRUW WKH UHDO ZRUOG RQ ERDUG IXHO FRQVXPSWLRQ
QXPEHUV RI QHZ FDUV UHJLVWHUHG VWDUWLQJ IURP -DQXDU\ XQOHV

DYDLODEOH 7KH (XURSHDQ &RPPLVVLRQ ZLOO WKHQ SXEOLVK UHDO ZRUO
PDQXIDFWXUHU IRU FRPSDULVRQ RI WKH VDPH VHW RI YHKLFOHV EHWZHHQ
ZRUOG GDWD 7KH ILUVW UHSRUW ZDV SXEOLVKHG LQ ,Q DGGLWLRQ UH.
HYDOXDWH WKH SRVVLELOLW\ RI D FRPPRQ PHWKRGRORJ\ IRU WKH DVVHV
HPLVVLRQV IURP FDUV 7KH UHJXODWLRQ DOVR LQFOXGHV SURYLVLRQV RC
ZKLFK PD\ DUWLILFLDOSN WRSUPFDYQHF W KHWHFDXVH RI WKHVH UHTXLUHPHQWYV
WKH 'HOHJDWHG 5HJXODWLRQ (8 VHWWLQJ RXW WKH JXLGLQJ SlL
SURFHGXUHY 'HWDLOHG WHFKQLFDO SURYLVLRQV H J WHVW SURFHGXUH!?
WKH LQ VHUYLFH YHULILFDWLRQ SURFHGXUHYV KDYH EHHQ GHILQHG LQ WKH

7TKH (XURSHDQ *UHHQ 'HDO DGRSWHG E\ WKH (XURSHDQ &RPPLVVLRQ
FOLPDWH FKDQJH DQG UHDFKLQJ WKH REMHFWLYHV RI WKH 3DULV $JUHHPH
SROOXWLRQ 2QH RI LWV FHQWUDO HOHPHQWYV LV WKH FOLPDWH QHXWU
FOLPDWH QHXWUDOLW\ REMHFWLYH LQWR (8 ODZ HQWHUHG LQWR IRUFH L
DFKLHYH FOLPDWH QHXWUDOLW\ E\ WKH (XURSHDQ &RPPLVVLRQ KDV C
UHGXFH JUHHQKRXVH JDV HPLVVLRQV E\ DW OHDVW SHUFHQW E\ FRPS



%XLOGLQJ RQ WKH H[LVWLQJ OHJLVODWLRQ DQG WKH (8pV FOLPDW
WKH 2)LW IRU 3 3DFNDJH RQ -XO\ ZKLFK LQFOXGHV D SURSRVHG DPH
(8 DPHQGLQJ 5HIXODWLRQHFPLVVLRQ BRUWRUPDQFH VWDQGDUGYV IRU
QHZ OLJKW FRPPHUFLDO YHKLFOHV ZDV SXEOLVKHG LQ WKH (8 2IILFLDO -R

,Q SDUWLFXODU WKH SURYLVLRQ JUDQWLQJ D GHURJDWLRQ IURP WKH
EHWZHHQ DQG QHZ SDVVHQJHU FDUV LQ D FDOHQGDU \HDU ZLOO
SURSRVDOV WR LQFUHDLWH WRKH WDW2HW IURP D WR D UHGXFWLRQ F

WDUJHW ZKHBHE¥EVIBRQV IURP QHZ FDUV DQG YDQV ZRXOG KDYH WR EH
FRQILUPHG )RU WKH ILUVW WLPH WKH &RPPLVVLRQ KDV LOQWURGXFHG LQ V

UXQQRLQJ HIFOXVRQMKOURQ BKHOV +RZHYHU VSHFLILF UHJXODWRU\ LQV\
SRVVLELOLW\ 7KHHINBBWDLR X2V H[SHFWHG WR XQGHUJR D PDMRU UHYLHZ

'"HFHPEHU 7KH &RPPLVVLRQ LV DOVR PDQGDWHG WR GHYHORS D /LIH &
WR FRYHU WKH IXO0 HQYLURQPHQWDO LPSDFW RI YHKLFOHYVY EH\RQG Wi
\HW DQG LW LV OLNHO\ WR EH UHOHDVHG LQ 7TKHUH LV D ULVN WKDW W

SHFXOLDULWLHV RI VSRUWYV FDUV H J W\SLFDO ORZ PLOHDJH SRWHQWLLEL
YHKLFOHVY )HUUDUL FRQWLQXHV WR FORVHO\ PRQLWRU WKHVH GHYHORSPH(

6LPLODUO\ WR WKH (8 6ZLWHPLONOBQLQWIKRODWHREQ®2IRU QHZ FDUYV
HILVWHQFH RI VRPH VSHFLILFLWLHYV ZLWKLQ WKH 6ZLVV UHJXODWLRQ GHL

690V XS WR DQG LQFOXGLQJ 6ZLW]JHUODQG KDV KLVWRULFDOO\ DGRSWH
1RYHPEHU WKH 6ZLVV )HGHUDBP&RXQRDOUBIBHQUBOWGRWKHIREZ FDUV DQC
UHSHDOHG VWDUWLQJ IURP -DQXDU\ DQG WKH YHKLFOHV RI QLFKH DQ

HPLVVLRQ WDUJHWY DV WKH ODUJH YROXPH PDQXIDFWXUHUYV 7KLV FKDQJF
JHUUDUL HLWKHU WKURXJK SHQDOWLHV RU WKH SXUFKDVH RI HPLVVLRQV F
PDWHULDO LQ DQG )HUUDUL GRHV QRW H[SHFW WKDW WKIHMVZRQY
UHJXODWLRQ ZDV UHYLVHG LQ LRFUWHDML@QV WEBHJIWWLY L IQIRHRQ PAKBIWE PH D U
UHODWHG FRVWYV RI SHQDOWLHY DQG FUHGLWY SXUFKDVLQJ DQG WKH DYDL
WR EH PDWHULDO IRU )HUUDUL ZKLFK LV FORVHO\ PRQLWRULQJ WKH FUHC
HVWDEOLVKHG WKH ZRUOGuV ILUVW IUDPHZRUN WKDW HIIHFWLYHO\ DFENQF
YHKLFOHVY HQYLURQPHQWDO LPSDFW

,Q WKH 8QLWHG 6WDWHYVY ERWK &RUSRUDWH $YHUDJH )XHO (FRQRP\
2*+*3  VWDQGDUGYV DUH LPSRVHG RQ PDQXIDFWXUHUV RI SDVVHQJHU FDU
FRUUHODWHG ZLWK WKH FRQWURO RI *+* HPLVVLRQV WKH 8QLWHG 6WDWHYV
+LJKZD\ 7UDIILF 6DIHW\ $GPLQLVWUDWLRQ 21+76%3 KDYH VRXJKW WR KDUP
Rl *+* YHKLFOH HPLVVLRQ2Y HW WPLIPKHL OW RF2VH VWDQGDUGY KDYH EHHQ UHYI
DSSOLFDEOH WR GLIITHUHQW 0< UDQJHV LQFOXGLQJ VWDQGDUGY FXUUHQ\
DGRSWHG IRU 0< DQG ODWHU

2Q 6HSWHPEHU WKH (3$ DQG WKH 1+76% LVVXHG WKH 26DIHU $IIR
3DUW 2QH 2QH 1DWLRQDO 3URJUDP3 6%)( , 5XOH 7TKHVH UXOHV ZRXOG H|
VWDWXWH RYHU &DOLIRUQLDpY DELOLW\ WR UHJXODWH JUHHQKRXVH JDVHV
$FW ZKLFK KDG DXWKRUL]J]HG &DOLIRUQLD WR UHJXODWH *+* [ URP PRWRU YH
FHUWDLQ 1*2V ILOHG FKDOOHQJHV WR WKHVH UXOHV LQ ERWK 8 6 'LVWULF
&RXUW RI $SSHDOV ' & &LUFXLW ,Q 0D\ WKH 1+76% LVVXHG D QRWLFH
WKH 6%$)(, 5XOH ,Q '"HFHPEHU 1+76%$uV SURSRVDO ZDV ILQDOL]JHG

2Q ODUFK WKH (3% DQG WKH 1+76% LVVXHG WKH ILQDO 6%$)( 9HKL
FDUERQ GLR[LGH HPLVVLRQV VWDQGDUGYV IRU 0<V SDVVHQJHU FDUV |
7ZR WKH RYHUDOO VWULQJHQF\ RI WKH IHGHUDO VWDQGDUGV LV VLJQLILF
ZLOO LQFUHDVH VWULQIHRPFAVRRY) VINO® GRUGV E\ SHUFHQW HDFK \HDU
WKH VWDQGDUGYV LVVXHG LQ ZKLFK ZRXOG KDYH UHTXLUHG DQQXDO LC
(3% SXEOLVKHG D QRWLFH Rl SURSRVHG UXOHPDNLQJ SURSRVLQJ WR VWUHC
DQG OLJKW WUXFNV E\ VHWWLQJ VWULQJHQW UHTXLUHPHQWY IRU UHGXFWL
'"HFHPEHU &RQVLVWHQWO\ ZLWK WKH (3$uV DSSURDFK LQ 6HSWHPEHU
UXOHPDNLQJ SURSRVLQJ UHYLVHG IXHO HFRQRP\ VWDQGDUGYV IRU SDVVHQJ



WKH 1+76%$uV ILQDO UXOH RQ &$)( VWDQGDUGYV IRU 0<V WKURXJK HQW
VWDQGDUGYV LQFUHDVH LQ VWULQJHQF\ E\ HDFK \HDU UHODWLYH WR WKH
VWDQGDUGYV UHDFK DSSUR[LPDWHO\ PLOHV SHU JDOORQ LQ 8 6 IOl
LQGLYLGXDO PDQXIDFWXUHUpV VWDQGDUGY ZLOO YDU\ IURP WKHVH ILIJXUH
(3% SXEOLVKHG WKH ILQDO UXOH IRU LWV DQG ODWHU O0XOWL 3ROOXW
VWULFWHU HPLVVLRQ VWDQGDUGYVY RI *+*V DV ZHOO DV FULWHULD DQG DLU
690 *+* DOWHUQDWLYH VWDQGDUGY KDYH EHHQ UHPRYHG IURP 0< ,Q 0
LQWHQWLRQ WR UHYLHZ DQG SRWHQWLDOO\ UHYLVH VHYHUDO YHKLFOH HPL
UHOD[DWLRQ RI WKH 0XOWL 3ROOXWDQW 5XOHPDNLQJ ,Q -XO\ WKH (3¢
JLQGLQJ ZKLFK ZRXOG UHSHDO IHGHUDO *+* VWDQGDUGY HVWDEOLVKHG IU
'"HFHPEHU WKH (3$ LOQGLFDWHG WKDW LW ZDV FRQVLGHULQJ SRWHQWL
WLPLQJ RI WKH 0< DQG ODWHU VWDQGDUGYV DV SDUW RI WKLV UHYLHZ
JLQGLQJ DQG UHSHDOHG H[LVWLQJ IHGHUDO *+* HPLVVLRQ VWDQGDUGV DS
WKLY DFWLRQ DUH H[SHFWHG FRQWULEXWLQJ WR RQJRLQJ UHJXODWRU\ XQ
PRUH VWULQJHQW IXHO HFRQRP\ VWDQGDUGYV IRU SDVVHQJHU FDUV ZLWK

1+76% LVVXHG DQ LQWHUSUHWDWLYH UXOH DGGUHVVLQJ WKH OHJDO 1IU

RQZDUG LQGLFDWLQJ WKDW WKH DJHQF\ LV UHYLHZLQJ WKRVH VWDQGD
ZDV UHIOHFWHG LQ DGGLWLRQDO DJHQF\ PDWHULDOV SXEOLVKHG LQ 'HFHF
$GGLWLRQDOO\ LQ -XO\ WKH 8 6 &RQJUHVV HQDFWHG WKH 22QH %l
UHFRQFLOLDWLRQ SDFNDJH WKDW DPRQJ RWKHU PHDVXUHYVY HIIHFWLYHO\
VWDQGDUGYV

8QGHU FXUUHQW UHJXODWLRQ IRU 0O<V WKH (3% DOORZV DQ 6!
PDQXIDFWXUHU ZLWK OHVV WKDQ \HDUO\ XQLW VDOHV LQ WKH 8QLWHG
JUDQWHG XV 690 VWDWXV ‘H WKHUHIRUH SHWLWLRQHG WKH (3% IRU DOWH
ZKLFK DUH DOLJQHG WR RXU WHFKQLFDO DQG HFRQRPLF FDSDELOLWLHV

JHGHUDO 5HJLVWHU )HGHUDO 5HJLVWHU 9RO 1R WKDW LQ SDUW Sl
VXEVWDQWLDOO\ LQ OLQH ZLWK WKH DOWHUQDWLYH VWDQGDUG WKDW )HU
JHUUDUL SURSRVHG VWDQGDUGYV IRU 0<V ZKHUHDV LW UHTXLUHG D \

WKH (3% $GPLQLVWUDWRU VLIJQHG WKH ILQDO GHWHUPLQDWLRQ IRU DO!
JHUUDUL DFWLYHO\ HQJDJHG LQ GLVFXVVLRQV ZLWK WKH (3% WKURXJKR

VWDQGDUGY LQ WKH 0<V 1R UHVSRQVH KDV EHHQ UHFHLYHG IURP
DIRUHPHQWLRQHG DQG ODWHU 0OXOWL 3ROOXWDQW 5XOHPDNLQJ ILQDO
DGKHUH WR WKH VWDQGDUG XQWLO WKH 0< LV LQFOXGHG G6WDUWLQ

VWDQGDUGV ZLWK D FHUWDLQ SKDVH LQ 7KLV DGMXVWPHQW FRXOG LPSDF!
WKH XSFRPLQJ ILVFDO \HDU LQFOXGLQJ SXUFKDVLQJ FUHGLWYV IURP RWKHL
XQFHUWDLQ GXH WR WKH 8 6 *RYHUQPHQWMPV UHFHQW DQQRXQFHPHQW L
5XOHPDNLQJ DV ZHOO DV WKH (3$pV SURSRVDO WR UHVFLQG WKH (QGI
VWDQGDUGY HVWDEOLVKHG VLQFH ‘H ZLOO FRQWLQXH WR FORVHO\ PR
RQ RXU FRPSOLDQFH VWUDWHJ\

,Q 6HSWHPEHU ZH SHWLWLRQHG WKH 1+76% IRU UHFRJQLWLRQ DV
YHKLFOHV SURGXFHG JOREDOO\ DQG ZH SURSRVHG DOWHUQDWLYH &$)( VWI

ZH DPHQGHG WKH SHWLWLRQ E\ SURSRVLQJ DOWHUQDWLYH &$)( VWDQG
WKH 0< ,Q RXU JOREDO SURGXFWLRQ H[FHHGHG YHKLFOHV DQ
1+76% IRU O0< ‘H SUHYLRXVO\ SXUFKDVHG WKH &$)( FUHGLWYVY QHHGHG
VXEPLWWHG WR WKH 1+76% D SHWLWLRQ IRU DQ H[HPSWLRQ IURP WKH &$)(
VXEPLVVLRQ EHFDXVH DOWKRXJK )HUUDUL RULJLQDOO\ LQWHQGHG WR SUI

ZDV ORZHU WKDQ YHKLFOHY DV D UHVXOW RI WKH &29,' SDQGHPLF D¢
7KHUHIRUH VLQFH ZH PHW WKH 1+76% GHILQLWLRQ RI D 690 ZH KDYH UHTX
0< VWDQGDUG ,Q )HEUXDU\ 1+76%$ SXEOLVKHG D ILQDO GHFLVLRQ V
&$)( VWDQGDUGYV IRU WKH 0<V SHWLWLRQHG DQG HVWDEOLVKHG DOWHUQD!
WKH &$)( FUHGLWY QHHGHG WR IXOILOO RXU PRGHO \HDU GHILFLW )I
LQ -XO\ ZH DUH FORVHO\ PRQLWRULQJ RQJRLQJ UHIJXODWRU\ GHYHORSI

ZLOO EH QHFHVVDU\



$V WKH VWDWH RI &DOLIRUQLD KDV EHHQ JUDQWHG VSHFLDO DXWKRUL
VWDQGDUGY WKH &DOLIRUQLD $LU 5HVRXUFHV %RDUG 2&%$5%% HQDFWHG Ul
ZKLFK DUH LQ FRPSOLDQFH ZLWK WKH (3% JUHHQKRXVH JDV HPLVVLR

ZLWK &DOLIRUQLDpY JUHHQKRXVH JDV HPLVVLRQ UHIJXODWLRQV WKH VR FD

&$5% H[WHQGHG WKHVH UXOHV WR LQFOXGH 0<V , Q &$5% SHL
JUHHQKRXVH JDV VWDQGDUGYV IRU 0<V WKURXJK LQ SDUDOOHO ZLW
WKDW WKH VWDQGDUGYV GHILQHG LQ PD\ EH VWLOO FRQVLGHUHG DS«

H[LVWLQJ UHJXODWLRQV WR FODULI\ WKDW WKH 2GHHPHG WR FRPSO\3 SURY
VWDQGDUGV IRU WKRVH \HDUV ZHUH DOWHUHG YLD DQ DPHQGPHQW RI IHGH
(3% HYWDEOLVKHG WKH 22QH 1DWLRQDO 3URJUDP?® IRU IXHO HFRQRP\ UHJ.
DIJHQFLHVH $XJIXVW SURSRVDO E\ DQQRXQFLQJ WKH (3$pV GHFLVLRQ WR
&OHDQ $LU $FW DQG E\ DIILUPLQJ WKH 1+76%$upV DXWKRULW\ WR VHW QD
SUHHPSWLRQ SURYLVLRQV RI WKH (QHUJ\ 3BROLF\ DQG &RQVHUYDWLRQ $FW
RI WKH ZDLYHU IRU &DOLIRUQLDpV OLIJKW GXW\ YHKLFOH *+* DQG JHUR HPLYV
VWDWHY PD\ DIJDLQ HQIRUFH WKRVH VWDQGDUGY 6XEVHTXHQWO\ &$5% FOI
LV H[SHFWHG IURP 0< IRU DOO PDQXIDFWXUHUV )HUUDUL PHHWYV WKH 1
UHOHYDQW UHJXODWLRQVY LQ WKH VWDWH RI &DOLIRUQLD 7KHUHIRUH LQ

DOWHUQDWLYH VWDQGDUGYV ,Q -XO\ ZH UHFHLYHG RIILFLDO DSSI

,Q -XQH WKH 8 6 3UHVLGHQW VLIQHG FHUWDLQ UHVROXWLRQV
DPRQJ RWKHU WKLQJV WKH (3% ZDLYHUV JUDQWHG WR WKH &%$5% ZLWK UH
UHVSRQVH WKH &%$5% LQLWLDWHG OHJDO SURFHHGLQJV WR FKDOOHQJH V.
&DOLIRUQLD LVVXHG DQ H[HFXWLYH RUGHU PDQGDWLQJ WKH &%$5% WR EHJL(
&DOLIRUQLDpYVY FRPPLWPHQW WR DGYDQFLQJ JHUR HPLVVLRQ WHFKQRORJL
HPLVVLRQV )HUUDUL FRQWLQXHV WR FORVHO\ PRQLWRU WKHVH UHJXODWR

KLOH (XURSH DQG WKH 8QLWHG 6WDWHYVY OHDG WKH BEPSOIHPHWY & D IR
RWKHU MXULVGLFWLRQV W\A\SLFDOO\ IROORZ RQ ZLWK DGRSWLRQ RI VLPLO
HIDPSOH 6WDJH ,9 WDUJHWHG D QDWLRQDO DYHUDJH IXHO FRQVXPSWLRQ
JRYHUQPHQW LVVXHG WKH $GPLQLVWUDWLYH OHDVXUHV RQ &$)& &RUSRUD
9HKLFOH &UHGLWY 7KLV UHJXODWLRQ HVWDEOLVKHY PDQGDWRU\ &%$)& UHT
GHILQHG DV D PDQXIDFWXUHU ZLWK OHVV WKDQ XQLWV LPSRUWHG LC
\HDUO\ LPSURYHPHQW UDWH ODQXIDFWXUHUV WKDW H[FHHG WKH &%$)& UHJ:

7KH 6 WDJH 9 UHJXODWLRQ LVVXHG RQ 'HFHPEHU VHWY WKH IXH
WDUJHWLQJ D QDWLRQDO DYHUDJH IXHO FRQVXPSWLRQ RI o N

IXHO FRQVXPSWLRQ UHJXODWLRQ DQ XSGDWH WR WKH $GPLQLVWUDWLYH
NHHSLQJ WKH DGGLWLRQDO IOH[LELOLW\ IRU 690V DQG UHOD[LQJ WKH
VWDJH 9, UHJXODWLRQ GHVLIQHG WR VWUHQJWKHQ IXHO FRQVXPSW
WKH ILQDO UXOH SXEOLVKHG LQ $XJXVW +RZHYHU IRUPDO DGRSWLRQ
WKH UHODWHG $GPLQLVWUDWLYH OHDVXUHV RQ &%$)& DQG 1(9 FUHGLW
DGGLWLRQ WR WKH IXHO FRQVXPSWLRQ WDUJHW RQ WKH HQWLUH IOHHW
FRQVXPSWLRQ OLPLWYV RQ PRGHO W\SHV &XUUHQWO\ WKLV VWDQGDUG
$FFUHGLWDWLRQ $GPLQLVWUDWLRQ &1&% DQG LV WKHUHIRUH QRW DSSOL
JHUUDUL SRUWIROLR RQO\ WKH SOXJ LQ K\EULG PRGHOV ZRXOG EH FRPSOL

WKH *% VWDQGDUG LQWURGXFLQJ PRUH VWULQJHQW OLPLWV ZD
SDUWLFXODUO\ LWV SRWHQWLDO DSSOLFDELOLW\ WR LPSRUWHUV UHPDLQ
DGRSWLRQ LQ JROORZLQJ WKH VDPH DSSURDFK DOVR ZLWK UHVSHFW W

DXWKRULWLHY KDYH SXEOLVKHG D QRWLFH WR FDOO IRU SDUWLFLSDWLRQ
OLPLW VWDQGDUGYV IRU HOHFWULF YHKLFOHVY WKH ZRUNLQJ JURXS ZDV HV
$XIXVW LQWURGXFLQJ UHOD[HG HQHUJ\ FRQVXPSWLRQ UHTXLUHPHQW
HISHFWHG LQ ,Q 1RYHPEHU WKH UHOHYDQW &KLQHVH DXWKRULW\ O
FRQVXPSWLRQ OLPLWY VSHFLILFDOO\ IRU SOXJ LQ K\EULG HOHFWULF YHKLI
WKH IRUWKFRPLQJ &KLQD YHKLFOH HPLVVLRQV UHJXODWLRQ ZLOO IRU W
HVWDEOLVKLQJ D IUDPHZRUN WKDW ZLOO RSHUDWH DORQJVLGH H[LVWLQJ I:
&KLQD DUH H[SHFWHG LQ



,Q WKH IXWXUH GULYLQJ EDQV RQ FRPEXVWLRQ HQJLQH YHKLFOHV F
SURPRWLQJ SURJUHVYVY LQ HOHFWULF DQG K\EULG WHFKQRORJ\ 2Q 6HSWF
HIHFXWLYH RUGHU UHTXLULQJ WKDW DOO LQ VWDWH VDOHV RI QHZ SDVV}
UHIJXODWLRQV DV SDUW RI WKH $GYDQFHG &OHDQ &DUV ,, $&& ,, UHJXODW
,, UHIJXODWLRQV HQWHUHG LQWR IRUFH LQ 1RYHPEHU ZLWK WKH DLP WHF
IRU VDOH DQG UHGXFH JUHHQKRXVH JDV HPLVVLRQV IURP QHZ OLJKW DQ
IROORZLQJ WKH LQYDOLGDWLRQ RI WKH (3% ZDLYHUV JUDQWHG WR WKH &
RQzDUG WKH DSSOLFDELOLW\ RI WKH $&& ,, UHIJXODWLRQV LV FXUUHQW:(
UHVFLVVLRQ RI WKH (3% ZDLYHUV ,Q WKH 6WDWH RI :DVKLQJWRQ DGRS!
SKDVLQJ RXW WKH VDOH RI QHZ QRQ JHUR HPLVVLRQ OLJKW GXW\ YHKLFO
:DVKLQIJWRQ SRVWSRQHG WKH SKDVH RXW RI QRQ =(9VvV E\ ILYH \HDUV D

FRPPLWPHQW ,Q 1RYHPEHU WKH 8. 3ULPH OLQLVWHU WKH 7UDQVSRUW
WKH FRQWH[W RI WKH RLQW 30DQ IRU D *UHHQ ,QGXVWULDO 5HYROXWL
8QLWHG .LQJGRP E\ 2Q -XO0\ WKH 8. *RYHUQPHQW SXEOLVKHG WK

(PLVVLRQV 5HIXODWRU\ )UDPHZRUN IRU WKH 8QLWHG .LQJGRP 7KH FRPPLW
JROORZLQJ %UH[LW WKH 8. *RYHUQPHQW LQWHQGYV WR GHILQH WKH OHJID
YHKLFOHV SKDVH RXW GDWHV DQQRXQFHG LQ 1RYHPEHU E\ WKH 3ULP|
5HYROXWLRQ 7R DFKLHYH WKLV JRDO WKH 8. '"HSDUWPHQW IRU 7UDQVSRU
9HKLFOH =(9 PDQGDWH LQ WHUPV RI LWV VWDUWLQJ SRLQW L H DQC
OLPLWHG IOH[LELOLW\ WR DFKLHYH WKHVH WDUJHWYV (FKW LR@NO5H XXOGIDRIL
UHOHDVHG LQ '"HFHPEHU HVWDEOLVKLQJ QHZ DQQXDO WDUJHWYV IRU 6W
ZLOO EH GHILQHG LQ WKH IXWXUH 6PDOO 9ROXPH ODQXIDFWXUHUYV DUH HC
WDUJHWYV 7KH 5HIXODWLRQ ZDV LOWURGXFHG DJDLQVW WKH EDFNJURXQG
QHZ SXUH SHWURO DQG GLHVHO FDUV IURP WR +RZHYHU WKH 8. *R
UHLQVWDWHPHQW RI WKH GHDGOLQH IRU HQGLQJ VDOHV RI QHZ SXUH SF
RQ WKH 5HIXODWLRQ SXEOLVKHG LQ $SULO FRQILUPHG WKH 8. *RYHU(
SHWURO DQG GLHVHO FDUV IURP DQG WR UHTXLULQJ WKDW DOO QHZ FD
VPDOO YROXPH PDQXIDFWXUHUV DUH VXEMHFW WR RQJRLQJ UHJXODWRU\
PRQLWRU WKH UXOHPDNLQJ SURFHVV DQG LWV SRWHQWLDO LPSDFWYV

([KDXVW DQG HYDSRUDWLYH HPLVVLRQV UHTXLUHPHQWYV

, Q WKH (XURSHDQ 8QLRQ DGRSWHG D VHULHV RI XSGDWHG VWDQ
SDVVHQJHU DQG OLJKW FRPPHUFLDO YHKLFOHV VXFK DV QLWURJHQ R[LGH
VWDQGDUGY ZHUH SKDVHG LQ IURP 6HSWHPEHU (XUR DQG 6HSWHPE

(XURSHDQ 8QLRQ HVWDEOLVKHG WKDW (XUR OLPLWY VKDOO EH HYDOXD\
SURFHGXUH DQG D QHZ WHVW F\FOH PRUH UHSUHVHQWDWLYH RI QRUPDO FF
690V YHKLFOH PDQXIDFWXUHUV ZLWK D ZRUOGZLGH DQQXDO SURGXFWLRQ
WKH W\SH DSSURYDO DUH UHTXLUHG WR EH FRPSOLDQW ZLWK 5'( VWDQGDL
WR FRPSO\ ZLWK 5'( VWDQGDUGY VWDUWLQJ IURP ‘H EHOLHYH DOO Q
UHTXLUHPHQWYV ,Q WKH (XURSHDQ &RPPLVVLRQ LVVXHG 5HIJXODWLRQ

W\SH DSSURYDO WHVWYV DQG SURFHGXUHV IRU OLJKW SDVVHQJHU DQG FRPP
5'( DQG LQWURGXFLQJ GHYLFHV IRU PRQLWRULQJ WKH FRQVXPSWLRQ RI IXl
EHFDPH DSSOLFDEOH LQ -DQXDU\ DPRQJ RWKHU WKLQJV WKH H[WHQGH
W\SH DSSURYDO DXWKRULWLHV WR GHVFULEH $X[LOLDU\ (PLVVLRQ 6WUDWH
WKH GHFLVLRQ ZKHWKHU WR DOORZ DFFHVV WR VXFK GRFXPHQWDWLRQ SDF
LQWURGXFHG D QHZ PHWKRGRORJ\ IRU FKHFNLQJ ,Q 6HUYLFH &RQIRUPLW\

EDVHG RQ ,6& FKHFNV SHUIRUPHG E\ WKH PDQXIDFWXUHU WKH JUDQWLC
ODERUDWRULHYVY RU WHFKQLFDO VHUYLFHV 7HVW UHVXOWY ZLOO EH SXEOLF
WKH ,6& FKHFNV SHUIRUPHG LQ RUGHU WR LPSURYH WUDQVSDUHQF\

'XULQJ WKH (XURSHDQ &RPPLVVLRQ DQQRXQFHG WKDW LW ZLOO
VWDQGDUGV IRU FRPEXVWLRQ HQJLQH YHKLFOHV 7KH (XURSHDQ &RPPLVYV
6WDQGDUGYV $*9(6 E\ MRLQLQJ DOO WKH UHOHYDQW H[SHUW JURXSV ZRUN
DGYLFH IRU WKH GHYHORSPHQW RI WKH SRVW (852 9, HPLVVLRQ VWDQGD
&RPPLVVLRQ ODXQFKHG D SXEOLF FRQVXOWDWLRQ RQ LWV URDGPDS RXWO
HPLVVLRQ VWDQGDUGYV IRU OLJKW DQG KHDY\ GXW\ YHKLFOHV (XUR 7KLY



WKH (XURSHDQ DXWRPRWLYH LQGXVWU\pvY UROH DV D OHDGHU LQ WKH JORE

UHJXODWLRQ (8 2(XUR 3% ZDV SXEOLVKHG FRPELQLQJ WKH UHTXLU
YHKLFOHV LQFOXVLYH RI XSGDWHG WHVWLQJ SURWRFROV DQG QHZ SRO
ODQXIDFWXUHUV RI IHZHU WKDQ QHZ SDVVHQJHU FDUV UHJLVWHUHG L

IURP DGGLWLRQDO OHDG WLPH ZLWK UHVSHFW WR QHZ UHJLVWUDWLRQV
HIKDXVW HPLVVLRQV OLPLWYV L H EUDNH HPLVVLRQV WLUHV DEUDVLRQ
HPLVVLRQV KDYH DOVR EHHQ LQFOXGHG DV ZHOO DV D PLQLPXP SHUIRL
PHDVXUHPHQWY WKURXJK RQ ERDUG PRQLWRULQJ UHTXLUHPHQWY LQFOX

REOLJDWLRQV ,Q -XQH WKH ILUVW SDFNDJH RI LPSOHPHQWLQJ DFWYV
FRPSOLDQFH ZDV SXEOLVKHG 7KH UHPDLQLQJ WHFKQLFDO HOHPHQWY QHF
GRZQ E\ LPSOHPHQWLQJ DFWV LQ '"HSHQGLQJ RQ WKH UHJXODWRU\ GHYF

WR HQVXUH FRPSOLDQFH ZLWK (XUR VWDQGDUGV PD\ DIIHFW FXVWRPHI
H[SHULHQFH &XUUHQWO\ DW 8QLWHG 1DWLRQ OHYHO WKH (XUR WHFKQLF
5HIXODWLRQV WR SURPRWH JOREDO KDUPRQL]DWLRQ )HUUDUL LV VWULFW
YROXPH PDQXIDFWXUHU SURYLVLRQV )XUWKHU GHYHORSPHQWY DUH H[SHFYV

'"HVSLWH WKH RQJRLQJ ZRUN UHODWHG WR (XUR UXOHPDNLQJ LQ 0D\

5HIXODWLRQ DPHQGLQJ (8 WR D SXEOLF FRQVXOWDWLRQ ZLWK WKH
5HIXODWLRQ L H (XUR H (XUR H ELV (XUR H ELV )&O0 7KH ILQDO 5HJ:
2IILFLDO -RXUQDO RQ ODUFK DQG HQWHUHG LQWR IRUFH DV IURP 6

(XURSHDQ UHJXODWLRQ WR WKH WHFKQLFDO SURJUHVV DFKLHYHG LQ WK
LQWURGXFHYV DQ $X[LOLDU\ (PLVVLRQV 6WUDWHJI\ $(6 LQGLFDWRU WR LQC
UHFHQW (XURSHDQ GULYLQJ GDWD VKRZHG WKDW WKH UHDO ZRUOG VKDUH
PXFK VPDOOHU WKDQ DVVXPHG IRU UHJXODWRU\ SXUSRVHV WKH SURSRVDC(
IXHO DQG HQHUJ\ FRQVXPSWLRQ YDOXHV IRU WKRVH YHKLFOHV

7KH (XURSHDQ &RPPLVVLRQ LV DOVR H[SHFWHG WR DVVHVV DQG HYDO X
PRUH VWULQJHQW WKUHVKROGYV

,Q WKH 8QLWHG 6WDWHYV WKH 27LHU 3 ORWRU 9HKLFOH (PLVVLRQ DQG
$SULO 'LWK 7LHU WKH (3$ KDV HYWDEOLVKHG PRUH VWULQJHQW YHKIL
LQ ERWK WDLOSLSH DQG HYDSRUDWLYH HPLVVLRQV LQFOXGLQJ QLWURJH(
SDUWLFXODWH PDWWHU 7KHVH VWDQGDUGYV ZHUH GHVLJQHG WR DOLJQ LQ
FDOOHG 2/(9 % DQG KDYH EHHQ LPSOHPHQWHG RYHU WKH VDPH WLPHIUDPH
DQG OLJKW WUXFNV GHVFULEHG DERYH ,Q $SULO WKH (3% 0XOWL 3RO
VWULFWHU YHKLFOH HPLVVLRQ VWDQGDUGV IURP 0< %YHFDXVH RI RXU
REWDLQHG D ORQJHU PRUH IOH[LEOH VFKHGXOH IRU FRPSOLDQFH ZLWK WK
ODUFK (3% LQGLFDWHG LW zZDV UHDVVHVVLQJ DVSHFWV RI WKH 0<
PHGLXP GXW\ YHKLFOHVY DQG LQ 'HFHPEHU LW LQGLFDWHG LW ZDV FRQV

,Q 1RYHPEHU WKH &DOLIRUQLD $LU 5HVRXUFHYVY %RDUG SXEOLVK
DPHQGLQJ WKH /RZ (PLVVLRQ 9HKLFOH RU /(9 5HJXODWLRQ WR UHGXFH
DFFRPPRGDWLRQV DSSOLFDEOH WR 690V ZHUH LQFOXGHG ,Q -XQH WKH
UHYLVLRQ ZLWK WKH JRDO RI DFKLHYLQJ DOLJQPHQW ZLWK VHYHUDO (3¢
LQFUHDVLQJ WKH VWULQJHQF\ RI RWKHU REOLJDWLRQYV

,Q DGGLWLRQ &DOLIRUQLD LV PRYLQJ IRUZDUG ZLWK RWKHU VWULQJH
(PLVVLRQ 9HKLFOH UHJXODWLRQ =(9 7KH =(9 UHJXODWLRQ UHTXLUHV PD
YHKLFOHV \HDU RQ \HDU XS WR SHUFHQW RI YHKLFOHV VROG LQ WKH V
XQLWV LQ &DOLIRUQLD DQG DOO WKH RWKHU VWDWHY DGRSWLQJ &DOLIRUQ
XQWLO 0<

$GGLWLRQDO VWULQJIJHQF\ RI HYDSRUDWLYH HPLVVLRQV DOVR UHTXLU
HOLPLQDWH IXHO HYDSRUDWLYH ORVVHV DOO IRU PXFK ORQJHU ZDUUDQW\

,Q -XQH WKH 8 6 3UHVLGHQW VLIJQHG FHUWDLQ UHVROXWLRQV XQC
RWKHU WKLQJV WKH (3% ZDLYHUV JUDQWHG WR WKH &$5% ZLWK UHVSHFW



FKDOOHQJLQJ WKH UHVFLVVLRQ RI WKH (3% ZDLYHUV LV FXUUHQWO\ RQJR
HI[HFXWLYH RUGHU PDQGDWLQJ WKH &$5% WR EHJLQ GHYHORSLQJ IXWXUL
FRPPLWPHQW WR DGYDQFLQJ JHUR HPLVVLRQ WHFKQRORJLHYV DQG IXUWKHL
FRQWLQXHVY WR FORVHO\ PRQLWRU WKHVH GHYHORSPHQWY DQG WKHLU SRW

,Q UHVSRQVH WR VHYHUH DLU TXDOLW\ LVVXHV LQ %HLMLQJ DQG RWK
SXEOLVKHG D PRUH VWULQJHQW HPLVVLRQV SURJUDP 1DWLRQDO SURYL
VWDUWLQJ IURP ,Q -XO\ &KLQDpV FHQWUDO JRYHUQPHQW ODXQFKH
WDUJHWV IRU UHGXFLQJ OXQJ GDPDJLQJ DLUERUQH SDUWLFXODWH SROOX
UHGXFWLRQV LQ VWHHO DQG RWKHU LQGXVWULDO FDSDFLW\ UHGXFLQJ UH
HQKDQFLQJ DLU SROOXWLRQ ZDUQLQJ V\VWHPV DQG LQFUHDVLQJ LQVSHF
DXWRQRPRXV UHJLRQV DQG PXQLFLSDOLWLHYV KDYH LPSOHPHQWHG WKH U}
PDQGDWHG GHDGOLQHV

'XULQJ WKH &KLQHVH 9HKLFOH (PLVVLRQ &RQWURO &HQWHU 9(&
(PLVVLRQ 6WDQGDUGV IRU /LIKW GXW\ 9HKLFOHV3 DQ RQJRLQJ UHVHDUFK
HPLVVLRQ SURJUDP LQ WKH QH[W \HDUV 6LQFH VHYHUDO ZRUNVKRSV 7
WKDW ZH VWD\HG DEUHDVW RI WKH ODWHVW GHYHORSPHQWY DQG LQVLJKYV
YHKLFOH HPLVVLRQ VWDQGDUG &KLQD ZKLFK LV H[SHFWHG WR LQWURG
HPLVVLRQV KDV QRW \HW EHHQ SXEOLVKHG )LQDOL]J]DWLRQ RI WKH UXOHPD

6HYHUDO RWKHU UHJXODWLRQV DUH DOVR HPHUJLQJ WR WDNH LQWR I
LPSDFW RI HOHFWULF DQG K\EULG YHKLFOHVY FRPSRQHQWYVY SDUWLFXODUO\
DUH FXUUHQWO\ QRW UHJXODWHG E\ DQ\ 81(&( RU UHJLRQDO 5HIJXODWLRQV

81 *75 RQ WKH WRSLF RI EUDNH SDUWLFXODWH HPLVVLRQV RI OLJKW GXW
7KH 8QLWHG 1DWLRQV LV QRZ ZRUNLQJ WR WUDQVSRVH WKHVH UHTXLUHPH
IRUPDOO\ DGRSWHG LQ 7LUH DEUDVLRQ LV FXUUHQWO\ UHJXODWHG E\ |

DQG zZzDV RULJLQDOO\ LQWHQGHG WR VHW WKH WLUH DEUDVLRQ OLPLWV WR
GHYHORSPHQW RI D QHZ GHGLFDWHG 81 5HIJIXODWLRQ VSHFLILFDOO\ DGGU
PHDVXUHPHQW PHWKRGYVY DQG OLPLW YDOXHV 7KLV QHZ UHJXODWLRQ LV H
8QLRQ LV DOVR H[SHFWHG WR DGYDQFH LWV RZQ LQLWLDWLYHV RQ WLUH DE

7KH ,QIRUPDO :RUNLQJ *URXS RQ (OHFWULF 9HKLFOHYVY DQG (QYLURQPH
*OREDO 7THFKQLFDO 5HJXODWLRQ RQ LQ YHKLFOH EDWWHU\ GXUDELOLW\ W
UHIJXODWLRQ LV DSSOLFDEOH WR ERWK SXUH HOHFWULF DQG SOXJ LQ K\EU
PRQLWRUV PLQLPXP SHUIRUPDQFH UHTXLUHPHQWY DQG LQ VHUYLFH FRQIR
SXUSRVHV +RZHYHU LQ WKH SRVVLELOLW\ RI WUDQVSRVLQJ WKHVH SU
ZDV HYDOXDWHG 8OWLPDWHO\ WKH SURFHVV FRQFOXGHG ZLWK WKH LQW
5HIXODWLRQV RQ H[KDXVW HPLVVLRQV 7KH (XURSHDQ &RPPLVVLRQ LQFO:
UHJXODWLRQ $GGLWLRQDOO\ WKH (3% DQG &%$5% KDYH VHW PLQLPXP SHUI
(3$ OXOWLSROOXWDQW DQG &%$5% $&&,, UHIXODWLRQV UHVSHFWLYHO\ 2WK
DQG &KLQD DUH DOVR GHYHORSLQJ WKHLU RZQ VWDQGDUGY WR HYDOXDWE
,Q 0D\ WKH &KLQHVH DXWKRULWLHY UHOHDVHG WKH ILUVW SXEOLF G
SHUIRUPDQFH UHTXLUHPHQWYV WKDQ WKH (XURSHDQ RQHV 7KH SXEOLFDW
(XURSHDQ &RPPLVVLRQ SXEOLVKHG LQ -XO\ WKH ILQDO UXOH (8
EDWWHULHYV 7KLV UHJXODWLRQ ZLOO DSSO\ WR DOO NLQG RI EDWWHULLF
VLIQLILFDQWO\ LQFUHDVHV WKH VFRSH DQG QXPEHU RI UHTXLUHPHQWYV UHC
RI OLIH

,Q WKH HYROYLQJ UHJXODWRU\ ODQGVFDSH ZH DQWLFLSDWH QHZ UH.
7TKHVH UHIJXODWLRQV DLP WR UHVWULFW RU EDQ WKH XVH RI FULWLFDO VXI
FKHPLFDOV H J 5($&+ 323 5HIXODWLRQV DQG LV SODQQLQJ WR H[SDQG L
(XURSHDQ *UHHQ 'HDO ZLWK WKH DLPV WR EHWWHU SURWHFW FLWL]HQV D
VXVWDLQDEOH FKHPLFDOV ,Q WKLV FRQWH[W WKH (8 &RPPLVVLRQ SUHVHC

(& 2(QG RI /LIH 9HKLFOHV?® DQG 'LUHFWLYH (& 27\SH DSSURYDO
5HXVDELOLW\ 5HF\FODELOLW\ DQG 5HFRYHUDELOLW\3 7KH DLP RI WKLV Qt
FLUFXODULW\ RI WKH DXWRPRWLYH VHFWRU FRYHULQJ WKH GHVLJQ SURG



DOVR H[WHQGV WKH UHVSRQVLELOLW\ RI PDQXIDFWXUHUV WR WKH PDQDJ
(XURSHDQ &KHPLFDOV $JHQF\ (&+$ KDV PDGH DYDLODEOH D GUDIW GRVVLLE
VXEVWDQFHV 3)$6 UHVWULFWLRQ ,W LV FUXFLDO WR DFNQRZOHGJH WKD
FKRLFHV QHFHVVLWDWLQJ VXEVWDQWLDO UHVHDUFK DQG GHYHORSPHQW H
,Q WKLV FRQWH[W LQ WKH QHZ 5HIJXODWLRQ (8 RQ 2&ULWLFD
IUDPHZRUN IRU VWUHQJWKHQLQJ DFFHVV UHVLOLHQFH DQG WKH VXVWD|
HIILFLHQF\ DQG FLUFXODULW\ WKURXJKRXW WKH YDOXH FKDLQ

9HKLFOH VDIHW\

9HKLFOHV VROG LQ (XURSH DUH VXEMHFW WR YHKLFOH VDIHW\ UHJXO
VWDWHV ,Q WKH (8 HVYWDEOLVKHG D VLPSOLILHG IUDPHZRUN IRU YHKLF
WKHP ZLWK D VLQJOH UHJXODWLRQ WKH 2*HQHUDO 6DIHW\ 5HIXODWLRQ?
7KH IUDPHZRUN LV UHYLHZHG SHULRGLFDOO\ DQG LQ 0D\ WKH (XURSHD
PDNH FHUWDLQ YHKLFOH VDIHW\ PHDVXUHV PDQGDWRU\ 2Q 'HFHPEHU

ZDV SXEOLVKHG LQ WKH (8 2IILFLDO -RXUQDO ,Q D ILUVW VHW

(XURSHDQ YHKLFOHV VXFK DV $GYDQFHG (PHUJHQF\ %UDNLQJ (PHUJHQF\
EHOWY LOQWHOOLJHQW VSHHG DVVLVWDQFH DQG ZDUQLQJ RI GULYHU GU!
5HIXODWLRQ (8 VHWWLQJ RXW WKH WHFKQLFDO UHTXLUHPHQWYV W
YHKLFOHVY SURGXFHG LQ VPDOO VHULHYV ZDV SXEOLVKHG LQ WKH (8 2IILFLD
LQWURGXFHG E\ WKH UHYLVHG *HQHUDO 6DIHW\ 5HIXODWLRQ DQ H[HPSWL
%UDNLQJ 6\VWHP DQG (PHUJHQF\ /DQH .HHSLQJ 6\VWHP KDV EHHQ JUDQW&L
VSHFLILHG FKDUDFWHULVWLFYVY UHODWHG WR WKH LQVWDOODWLRQ RI WKH F
WZR \HDUV ZLWK UHVSHFW WR WKH SURYLVLRQVY DSSOLFDEOH WR YHKLFOH\
'"HOHJDWHG $FW LPSOHPHQWLQJ WKH ILWPHQW RI WKH $GYDQFHG 'ULYHU "I
QHZ W\SHV RI YHKLFOHY DV UHTXLUHG E\ WKH 5HIXODWLRQ (8 RQ
-RXUQDO 7KLV UHJXODWRU\ DFW ZDV WKH ODWHVW PHDVXUH WR EH SXEO!
IUDPHZRUN

7KH (XURSHDQ &RPPLVVLRQ SUHVHQWHG D SURSRVDO WR JUDQW D IX
SURGXFHG LQ VPDOO VHULHYVY DQG FKDUDFWHUL]HG E\ ORZ JURXQG FOHDUL
$GGLWLRQDOO\ DQ H{TWHQGHG OHDG WLPH KDV EHHQ SURSRVHG IRU RWKHL
HISHFWHG WR EH SXEOLVKHG LQ

7TKH (XURSHDQ &RPPLVVLRQ LV DOVR ZRUNLQJ RQ VHYHUDO DVSHFWYV
H[SHFWHG WR EH GHYHORSHG LQ WKH FRPLQJ \HDUV ,Q SDUWLFXODU ZLV
&RPPLVVLRQ FRQVROLGDWHG HIIRUWYV ZLWK RWKHU 81 &4RQWUDFWLQJ 3DUYV
DLP WR LPSURYH RFFXSDQW SURWHFWLRQ LQ WKH HYHQW RI EDWWHU\ WKI
SDVVLYH VDIHW\ WRSLFV

, Q WKH (8 SXEOLVKHG WHFKQLFDO UHTXLUHPHQWY IRU WKH (PHUJ}
FDUV VWDUWLQJ IURP , Q WKH (XURSHDQ &RPPLVVLRQ VWDUWHG D |
DOLJQLQJ LW WR WKH QHZ * * 2SDFNHG VZLWFKHG3® WHFKQRORJ\ 7KH ILC
SXEOLVKHG LQ $SULO UHTXLULQJ YHKLFOHV WR EH HTXLSSHG ZLWK Wi
UHYLVLRQ SURFHVYV KDV EHHQ ILQDOL]HG LQ DV WKH (XURSHDQ &RPPLYV
WHVW SURFHGXUHV DQG WHFKQLFDO UHTXLUHPHQWY IRU WKH FHUWLILFDW
SXUH HOHFWULF YHKLFOH DQG QHZ W\SHV RI K\EULG HOHFWULF YHKLFOH I
HQJLQH RSHUDWLQJ DUH UHTXLUHG WR EH HTXLSSHG ZLWK DQ $FRXVWLF 9|
DOO QHZ YHKLFOHV RI VXFK W\SHV LQ RUGHU WR DOHUW SHGHVWULDQV WHK
KDV EHHQ LGHQWLILHG WKH QHHG IRU DGGLWLRQDO UHJXODWRU\ DFWLRQ
UHJDUGLQJ WKHLU QRLVH HPLVVLRQ $ VSHFLILF UHJXODWRU\ SURFHVYV DLPF
GLUHFWO\ LPSDFW VRXQG GHVLJQ VSHFLILFDWLRQV LV FXUUHQWO\ RQJRL
FRQWUDFWLQJ SDUWLHYVY EHJDQ HQIRUFLQJ DPHQGPHQWYV WR WKH H[LVWLQJ
SURFHGXUHY DQG HQKDQFLQJ WKH PHDVXUHPHQW PHWKRGYVY RQ HIWHQGHG °

, Q WKH (XURSHDQ &RPPLVVLRQ LV H[SHFWHG WR LQLWLDWH D UHY
VIVWHPV LQWURGXFHG E\ WKH *HQHUDO 6DIHW\ 5HIXODWLRQ % DVHC



HYDOXDWH SRWHQWLDO OHJLVODWLYH SURSRVDOV WR DPHQG WKH UHJXOD
ZLOO FRQWLQXH WR FORVHO\ PRQLWRU WKH UXOHPDNLQJ SURFHVY DQG LW\

8QGHU 8 6 IHGHUDO ODZ DOO YHKLFOHV VROG LQ WKH 8QLWHG 6WD
6WDQGDUGY )0966 SURPXOJDWHG E\ WKH 1+76% ODQXIDFWXUHUV QHHG
FRPSOLDQFH ZLWK WKRVH VWDQGDUGY ,Q DGGLWLRQ LI D YHKLFOH FRQWL
FRPSO\ ZLWK DQ DSSOLFDEOH )0966 WKH PDQXIDFWXUHU PXVW QRWLI\ YH
RZQHU ORUHRYHU WKH 7UDQVSRUWDWLRQ 5HFDOO (QKDQFHPHQW $FFRXQ\
UHSRUW FHUWDLQ LQIRUPDWLRQ UHODWHG WR FODLPV DQG ODZVXLWYV LQY
FDXVHG E\ WKHLU YHKLFOHV DQG RWKHU LQIRUPDWLRQ UHODWHG WR FOLF
6WDWHY DV ZHOO DV LQIRUPDWLRQ DERXW IDWDOLWLHY DQG UHFDOOV RX
WDNHQ HIITHFW LQ FHUWDLQ LQVWDQFHV XQGHU SKDVH LQ VFKHGXOHV WKD
WKH HDUO\ \HDUV RI WKH SKDVH LQ 7KHVH LQFOXGH DQ DPHQGPHQW WR V
QHZ WHVWYVY DQG SHUIRUPDQFH UHTXLUHPHQWYV )0966 1R DQ DPHQGPH
1R DQG D UXOH IRU HMHFWLRQ PLWLJDWLRQ UHTXLUHPHQWY )0966 1
SURWHFWLRQ )0966 1R ZDV DGRSWHG DGGLQJ D VHDW EHOW ZDUQLQJ
GULYHU DQG IURQW SDVVHQJHU VHDWYV ,Q 1+76% DGRSWHG DPHQGPHQMW
2&56V3 7KHVH &56V DUH XVHG E\ 1+76% LQ DLU EDJ VXSSUHVVLRQ DQG ORZ
IRUWK PLQLPXP VRXQG UHTXLUHPHQWY IRU K\EULG DQG HOHFWULF YHKLFO
RI WKH ,QIUDVWUXFWXUH ,QYHVWPHQW DQG -REV $FW WKH &RQJ!I
TUDQVSRUWDWLRQ WR SURPXOJDWH QHZ UHJXODWLRQV ZLWKLQ VXFK VDI
DGYDQFH QRWLFH RI SURSRVHG UXOHPDNLQJ DV DQ LQLWLDO UHJXODWRU\
UHTXLUHPHQWY IRU WHFKQRORJLHYV GHVLJQHG WR SUHYHQW GULYHU GLVW
1+76%$ DOVR DQQRXQFHG D UHVHDUFK LQLWLDWLYH UHJDUGLQJ WKH SUDFWIL

GHWHFWLRQ RI XQDWWHQGHG RFFXSDQWY LQ UHDU VHDWV ,Q 1+769% ¢
SURWHFWLRQ )0966 1R ,, bPGRSWHG WKLV VWDQGDUG ZLOO VWUHQJW
LPSRVH DGGLWLRQDO FRQVWUDLQWY RQ YHKLFOH GHVLJQ ,Q 0D\ 1+76

$XWRPDWLF (PHUJHQF\ %UDNLQJ 6\VWHP 7KH UHJXODWLRQ REOLJHV PDQXI
GULYHU LQ FDVH RI LPPLQHQW FROOLVLRQ ZLWK D SHGHVWULDQ RU D YHK
GULYHU IDLOV WR GR VR 7KH ILQDO UXOH GLIIHUV LQ FHUWDLQ UHVSHFW
FRXQWULHY DQG LV H[SHFWHG WR KDYH FRQVLVWHQW LPSDFWV RQ YHKLF
1+76%$ JUDQWHG D GHOD\HG FRPSOLDQFH IRU 690V )ROORZLQJ D VWURQJ
IXUWKHU GHOD\ WKH ILUVW SURSRVDO KDV EHHQ DQQRXQFHG IRU HDUO\
DGGLWLRQDO UXOHPDNLQJV LQFOXGLQJ HQKDQFHG UHTXLUHPHQWYV IRU WK
IRU WKH SRVLWLRQLQJ RI DQFKRUDJHV IRU FKLOG UHVWUDLQWY DQG VDIHW
WR VWUHQJIJWKHQ WKH WHVW UHTXLUHPHQWY IRU VDIHW\ EHOW DQFKRU
DGRSWHG D QHZ VWDQGDUG )0966 1R D UHSODFLQJ WKH SUHYLRXV U
$GGLWLRQDO UXOHPDNLQJV FXUUHQWO\ XQGHU GHYHORSPHQW IRFXV RQ L
SURWHFWLRQ VWDQGDUGY DQG XSGDWLQJ WKH VWUHQIJWK UHTXLUHPHQWYV

,Q 0D\ WKH 8 6 'HSDUWPHQW RI 7TUDQVSRUWDWLRQ DQQRXQFHG PF
DGPLQLVWUDWLRQV RI WKH GHSDUWPHQW WKDW IRFXV RQ URDG WUDQVSRU
DERYH ZLOO OLNHO\ LQWURGXFH UHTXLUHPHQWY VSHFLILF WR WKH 8 6 PL
VROXWLRQV 7KLV FRXOG OHDG WR VXEVWDQWLDO UHVHDUFK DQG GHYHORS

, Q WKH &KLQHVH DXWKRULWLHY SXEOLVKHG DQ XSGDWHG YHUVLR
DOORZV &KLQD WR EHFRPH WKH GULYHU PDUNHW IRU WKH (YHQW 'DWD 5HF|
UHTXLUHPHQWY ZHUH GHILQHG LQ PLG WKURXJK WKH IRUPDO DGRSWLR

6HFXULW\ LQLWLDWHG D UHYLVLRQ RI WKLV UHJXODWLRQ LQWURGXFLQJ JF
VWLOO DW D SUHOLPLQDU\N VWDJH WKH UHYLVLRQ LV H[SHFWHG WR DGGU
HOHFWULF YHKLFOH VDIHW\ 7KH XSGDWHG VWDQGDUG ZLOO OLNHO\ UHTXL
PHDVXUHYV PD\ LQWURGXFH UHTXLUHPHQWY WKDW DUH VSHFLILF WR &KLQD
IRU KDUPRQL]LQJ ZLWK VWDQGDUGY DOUHDG\ DGRSWHG LQ RWKHU PDUNHW
SDUWLHV &KLQD KDV EHHQ WKH ILUVW FRXQWU\ WR SURSRVH DQ HDUO\ DG
K\EULG DQG HOHFWULF YHKLFOHYVY ZKLFK KDV EHHQ HQIRUFHG VWDUWLQJ L
FXUUHQWO\ EHLQJ UHYLVHG WR HQKDQFH RFFXSDQW SURWHFWLRQ LQ WKH
IURP ERWWRP LPSDFWV FDXVHG E\ URDG REVWDFOHY 6HYHUDO SDVVLYH VD



EHHQ DGRSWHG DW WKH HQG RI HJ IURQW DQG UHDU SURWHFWLYH C
DQFKRUDJHV IRU RFFXSDQW DQG RWKHU UHYLVHG UHJXODWLRQV H J ODV
UHJXODWLRQ RQ SHGHVWULDQ SURWHFWLRQ ZDV FRQVROLGDWHG GXULQJ
&KLQHVH $XWKRULW\ &%$7$5& UHYLVHG WKH ELQGLQJ UHJXODWLRQ *% 7
YHKLFOHV LQWURGXFLQJ PRUH VWULQIJHQW WHFKQLFDO UHTXLUHPHQWYV
'XULQJ DQG WKH &KLQHVH DXWKRULWLHYV ZRUNHG RQ VHYHUDO
$'$6 ZKLFK DUH QRW \HW PDQGDWRU\ IRU FHUWLILFDWLRQ SXUSRVHV DQG

KRZHYHU WKH UHJXODWLRQ HVWDEOLVKLQJ VSHFLILF UHTXLUHPHQWYV
SURYLVLRQV IRU WKH &KLQHVH PDUNHW ,Q SDUWLFXODU WKH GHYHORSP
%UDNLQJ VI\VWHPV EHJDQ LQ DQG LV QRW H[SHFWHG WR EH KDUPRQL]HGC
ZLGHO\ DGRSWHG &KLQD KDV GHPRQVWUDWHG D KLJK OHYHO RI UHVSRQVL
WKH DUHDV RI YHKLFOH VDIHW\ DQG HOHFWULILHG YHKLFOHV 7KH &KLQH
SRWHQWLDO FKDOOHQJHV UHODWHG WR QHZ WHFKQRORJLHV RIWHQ LQW!
GHYHORSPHQWYV +RZHYHU WKH ODFN RI KDUPRQL]DWLRQ RI &KLQHVH UH.
LQFUHDVHG LQ UHFHQW \HDUV 7KLV VLWXDWLRQ FRXOG OHDG WR VXEVWD(
&KLQHVH PDUNHW )RU H[DPSOH VLQFH ZRUN KDV EHHQ XQGHUZD\ RQ
YHKLFOH VA\VWHPV ZLWK DGRSWLRQ H[SHFWHG E\ 7KLV SURPSW DQG FI
GLVFXVVLRQV LQ RWKHU PDUNHWY LQFOXGLQJ DW WKH 8QLWHG 1DWLRQV
UHOHYDQW 81 5HIXODWLRQV WR DGGUHVYV VLPLODU LVVXHYV

5HIXODWRU\ IUDJPHQWDWLRQ LV DOVR HPHUJLQJ LQ RWKHU PDUNHW)\
VSHFLILF PDUNHW QHHGY DQG GRPHVWLF SROLF\ SULRULWLHV

&RQQHFWLYLW\

Q WKH (XURSHDQ &RPPLVVLRQ LVVXHG LWV QHZ GLJLWDO VWUL
UHJXODWRU\ DJHQGD 'XULQJ VHYHUDO GUDIW SURSRVDOV ZHUH LVVXH:
,QIRUPDWLRQ 577, &RQQHFWHG DQG ,QWHOOLJHQW 7UDQVSRUW 6\VWHPV
SURSRVDOV ZHUH ILQDOL]JHG LQ 'HFHPEHU WKURXJK WKH DGRSWLRQ RI
DQG WKH 'LUHFWLYH (8 UHVSHFWLYHO\

Q WKH (XURSHDQ &RPPLVVLRQ DQQRXQFHG WKH LQWHQWLRQ WR
$SSURYDO JUDPHZRUN 5HJXODWLRQ (8 WR LQFOXGH SURYLVLRQV
DLP WR DGGUHVV FHUWDLQ VHFWRU VSHFLILF LVVXHV VXFK DV EL GLUHFW
DFFHVV WR GDWD DQG F\EHUVHFXULW\ 6LQFH WKH DQQRXQFHPHQW WKH (.
WKH VHFWRU VSHFLILF UHJXODWLRQ ,Q WKH (XURSHDQ &RPPLVVLRQ D
UHJXODWLRQ ,QVWHDG FRPSOLDQFH ZLOO EH UHTXLUHG ZLWK WKH LQGXV
VRIWZDUH DQG F\EHUVHFXULW\ PDQDJHPHQW LVVXHV WKH SURSRVDO LV }
DXWRQRPRXV YHKLFOHV DQG UHSODFHPHQW RI EDWWHULHV ,Q 6HSWHPEHL
RI D QHZ UHJXODWLRQ VHWWLQJ XS F\EHUVHFXULW\ UHTXLUHPHQWYVY FRYH!
VHUYLFHV 7KH SURSRVDO ZRXOG EH DLPHG DW VWUHQJWKHQLQJ WKH F\EH
WKHLU ZKROH OLIHF\FOH LPSURYLQJ DQG H[WHQGLQJ WKH SURYLVLRQV T
SXEOLVKHG LQ +RZHYHU PRWRU YHKLFOHV DQG FRPSRQHQWYV DUH HJ
VSHFLILF UHTXLUHPHQWY LV DOUHDG\ PDQGDWHG E\ 5HIJXODWLRQ (8
UHJXODWLRQV RQ F\EHU VHFXULW\ DQG VRIWZDUH XSGDWHYV

, Q &KLQHVH DXWKRULWLHV LVVXHG QHZ UHJXODWLRQV RQ F\EHUVFE
VSHFLILF WHFKQLFDO UHTXLUHPHQWYVY WKDW GLIIHU ITURP WKRVH SURYLC
UHTXLUHPHQWY PD\ QHFHVVLWDWH PRGLILFDWLRQV LQ WKH HOHFWURQLF C

, Q WKH 8 6 '"HSDUWPHQW RI &RPPHUFHpV %XUHDX RI ,QGXVWU\ D
DGGUHVVLQJ VXSSO\ FKDLQ ULVNV DVVRFLDWHG ZLWK FRQQHFWHG YHKLFOF
SURSRVDO DLPHG DW SURKLELWLQJ FHUWDLQ WUDQVDFWLRQV LQYROYLQJ
FRQQHFWHG YHKLFOHV ZLWK D VXIILFLHQW QH[XV WR &KLQD RU 5XVVLD
GHFODUDWLRQ RI FRQIRUPLW\ 7KH ILQDO UXOH ZDV DGRSWHG LQ -DQXDU\



JLOQDQFLDO 2YHUYLHZ

0$1$*(0(17pu6 ',6&866,21 $1' $1$/<6,6 2) ),1$1&,$/ &21',7,21 $1' 5(68/76 2)
23(5$7,216 2) 7+( *5283

7KH IROORZLQJ GLVFXVVLRQ RI RXU ILQDQFLDO FRQGLWLRQ DQG UH\
LOQIRUPDWLRQ LQFOXGHG LQ WKH VHFWLRQV 22YHUYLHZ3® DQG ?22YHUYLHZ
JLQDQFLDO 6WDWHPHQWY LQFOXGHG HOVHZKHUH LQ WKLV GRFXPHQW 7KL
VXEMHFW WR QXPHURXV ULVNV DQG XQFHUWDLQWLHYVY LQFOXGLQJ EXW
6WDWHPHQWYV3 DQG$FHW XN O DIFHWXKWOWY PD\ GLIIHU PDWHULDOO\ IURP WKRVF
ORRNLQJ VWDWHPHQWYV

7TUHQGVY 8QFHUWDLQWLHY DQG 2SSRUWXQLWLHYV

&RQWUROOHG YROXPH VWUDWRXUDQIKWE UB Y B QEK[HFO XOQLGE LWHV XOWYV RI1 F
RWKHU WKLQJV RQ WKH DFKLHYHPHQW RI YROXPH DQG PL[ WDUJHWV HVWD|
DFFRUGDQFH ZLWK RXU FRQWUROOHG YROXPH VWUDWHJ\ DLPHG DW SXU
H[FOXVLYLW\ $V SDUW RI WKLV VWUDWHI\ ZH DFWLYHO\ PDQDJH RXU ZzZDL!
UHPDLQLQJ DWWHQWLYH WR FOLHQW H[SHFWDWLRQV DFURVV WKH PDUNHW
PHDQLQJIXOO\ WR WKH SHUFHLYHG H[FOXVLYLW\ RI RXU SURGXFWV DQG EU
DQG HQKDQFH WKLV H[FOXVLYLW\ ZKLOH HQVXULQJ WKH KLJKHVW OHYHOV R

7R PDLQWDLQ WKH DXUD RI H[FOXVLYLW\ DVVRFLDWHG ZLWK RXU EUDC
VWUDWHJI\ ZKLOH UHVSRQGLQJ WR JURZLQJ GHPDQG DQG WR GHPRJUDSKLF
FDSDFLW\ Rl RXU WDUJHW FOLHQW EDVH $V D UHVXOW DQQXDXQIKL$PHR

WKH \HDU EHIRUH RXU LQLWIEO SKIHEIRIFHRYWDEQJXWAW ¥ LVQKG L Q

VKLSPHQW ILIJXUHV H[FOXGH VWULFWO\ OLPLWHG UDFLQJ FDUV VXFK D
ZHOO DV RQH RIl SUH RZQHG DQG RWKHU VSHFLDO VDOHV :H LQWHQG W
VWUDWHJI\ LQ OLQH ZLWK WKH EXVLQHVV SODQ DQQRXQFHG DW RXU &DSL)
DYHUDJH RI IRXU QHZ PRGHOV SHU \HDU RYHU WKH SHURBGIHURPW )HWR DU
GLITHUHQW H@GEDIHILMWAQIW )HUUDUL | R UV W UIDRWAIRHANEFRRRPHIQOKH WR EURDGHQ
SURGXFW RIIHULQJ DQG WDUJHW D SRWHQWLDOO\ ODUJHU DQG \RXQJHU F.
DQG ORQJ WHUP YDOXH RI RXU EUDQG WKURXDKS SWKR[ L BRXPXYLYN R FBY Y 3
VROG WR FOLHQWYV ZKR DOUHDG\ RZQHG DW OWRD¥WLRQW \)HAKRD RZ QH QGP B¢
UHLQIRUFLQJ VXVWDLQHG GHPDQG DQG WKH VWURQJ OR\DOW\ LQKHUHQW L¢

‘H WDUJHW WKH XSSHU HQG RI WKH OX[XU\ FDU VHIJPHQW DQG SXUFK
VHIPHQW RI WKH SRSXODWLRQ $V WKH VL]H DQG VSHQGLQJ SRZHU RI WKL
DGGUHVVDEOH PDUNHW KDV H[SDQGHG IXUWKHU VXSSRUWLQJ WKH H[FOXYV
WKH IOH[LELOLW\ RI RXU VKLSPHQW VWUDWHIJ\ ZH FDQ DGMXVW WKH DFWX
LQ UHVSRQVH WR GHPDQG LQ RXU NH\ PDUNHWYV 7KH JHRJUDSKLF GLVWULE
UHIOHFW RXU GHOLEHUDWH DOORFDWLRQ VWUDWHJ\ RYHU WKH OLIHF\FOH
Rl PRGHO SKDVH LQ DQG SKDVH RXW WKH OHQJWK RI ZDLWLQJ OLVWYVY DQC
FRPPHUFLDO VWUDWHIJ\ DQG RSSRUWXQLWLHV IRU IXUWKHU JURZWK 2XU G
RI RXU SURGXFW SRUWIROLR DFURVV FXVWRPHU JURXSY JHRJUDSKLHV DQC(
UHYHQXH PL[ DQG EUDQG UHDFK ZKLOH UHPDLQLQJ FRQVLVWHQW ZLWK RXL



7KH IROORZLQJ WDEOH VHRVQIRD WKUR/XEN VKIRIRBDGWNVF ORFDWLRQ
JRU WKH \HDUV HQGHG 'HFHPEHU

1XPEHU RI FDUV DQG RI WRWDO FDUV

(0($

*HUPDQ\

,WDO\

JUDQFH

8.

6ZLW]HUODQG

OLGGOH (DVW

2WKHU (0($
7RWDO (0($
$PHULFDV

Rl ZKLFK 8QLWHG 6WDWHV RI $PHULFD

ODLQODQG &KLQD +RQJ .RQJ DQG
7DLZDQ

R1I ZKLFK ODLQODQG &KLQD
5HVW RI $3%&
7TRWDO

BBBEBBBBBBEBBBBBBBBBBBBBBBBBBBB
([FOXGLQJ VWULFWO\ OLPLWHG UDFLQJ FDUV VXFK DV WKH ;; 3URJUDPPH DQG WKH 3 ORGI
OLGGOH (DVW PDLQO\ LQFOXGHV WKH 8QLWHG $UDE (PLUDWHV 6DXGL $UDELD %DKUDLQ /H
2WKHU (0($ LQFOXGHV $IULFD DQG WKH RWKHU (XURSHDQ PDUNHWYVY WKDW DUH QRW VHSDUEC
$PHULFDV LQFOXGHV WKH 8QLWHG 6WDWHV RI $PHULFD &DQDGD OH[LFR WKH &DULEEHDQ I
5HVW RI $3%$& PDLQO\ LQFOXGHV -DSDQ $XVWUDOLD 6LQJDSRUH ,QGRQHVLD 6RXWK .RUHD

&DU 3URILWDODEHOBWRILWDELOLW\ RI WKH FDUV ZH VHOO YDULHV EDV
HI[FOXVLYLW\ RI WKH RIIHULQJ WKH RYHUDOO SHUIRUPDQFH HQJLQH W\S
SHUVRQDOL]DWLRQ VHOHFWHG E\ FOLHQWY DQG WKH JHRJUDSKLF PDUNH
HFRQRPLF FRQGLWLRQV PDUNHW PDWXULW\ FXVWRPV GXWLHV DQG WDULII

2XU VWULFWO\ OLPLWHG HGLWLRQ ,FRQD PRGHOV PRVW UHFHQWO\ W]
IRXUWK TXDUWHU RI DQG FRQFOXGHG LQ WKH WKLUG TXDUWHU RI C
) WKH ILUVW VKLSPHQWYVY RI ZKLFK FRPPHQFHG LQ WKH IRXUWK TXDUWHU
WR RWKHU PRGHOV LQ RXU SRUWIROLR GXH WR WKHLU H[FOXVLYLW\ DQG W
WKHVH PRUH H[FOXVLYH RIIHULQJV W\A\SLFDOO\ JHQHUDWH KLIJKHU UHYHQXH
PRGHOV SRVLWLYHO\ LPSDFWLQJ RXU UHVXOWY LQ WKH SHULRGV LQ ZKLFK

‘H DOVR VHHN WR LQFUHDVH WKH DYHUDJH SULFH SRLQW RI RXU 5D
FRQWLQXRXV DQG ZHOO EDODQFHG LPSURYHPHQWY LQ SHUIRUPDQFH WHFK
RIHIQIV DQG WH \FDUAW YOOH UAXAY 1URP RXAUGZ YROP H DA\, Q UHFHOAX HOLY WKLY KDV BHHD UH ORWG LQ SUFH
LQFUHDVHVY IRU VHOHFWHG PRGHOV LQ VSHFLILF PDUNHWYV DQG LQ WKH LQ
FRPSDUHG WR WKHLU SUHGHFHVVRUV 7KLV DOVR DOORZHG XV WR RIIVHW
SRVW &29,' SHULRG

2XU SODQV WR FRQWLQXH LQWHJUDWLQJ DGYDQFHG WHFKQRORJLHV PF
DQG HOHFWULF SRZHUWUDLQV DUH FRQVLVWHQW ZLWK WKH RXWOLQHG ILQ

YXUWKHUPRUH RXU SHUVRQDOL]DWLRQ RIIHULQJV ZKLFK DOORZ RXU |
WKH FDUV WKH\ SXUFKDVH UHSUHVHQW DQRWKHU IDYRUDEOH FRPSRQHQW
UHYHQXHV DQG PDUJLQ DFFUHWLRQ RQ HDFK DGGLWLRQDO RSWLRQ VHOHFW



7KH HYROXWLRQ RI RXU SURGXFW PL[ RYHU WLPH LQFOXGLQJ WKH FD
DQG 6XSHIFIUP RAHY \KSSRWWH UMAHFHR RXUP DULQY % EDDCAQ) KIKO® H FOMYH QP MG HAMRQR [ HIQIVZ W D
FRQWLQXRXVO\ UHIUHVKHG 5DQJH DQG 6SHFLDO 6HULHV SRUWIROLR DQG
EDODQFHG DQG FRQWLQXRXV JURZWK WKHUHE\ RSWLPL]LQJ YDOXH FUHDWL

5HVHDUFK 'HYHORSPHQW D#)GH3HQGXFW LIQ I HAWMUFK DQG GHYHORSHF
REMHFWLYH Rl IXUWKHU HQKDQFLQJ RXU WHFKQRORJLFDO HGJH WKURXJK F
DQG GULYLQJ WKULOOV RI RXU FDUV &RVWV LQFXUUHG IRU WKH GHYHOR
FRPSRQHQWY DQG V\VWHPV DUH UHFRJQL]HG DV LQWDQWEQ@H BON HWP\HNRN\C
7KHVH LQFOXGH DPRQJ RWKHU WKLQJV L WKH DELOLW\ WR PHDVXUH GHY
E\ HYWLPDWHG YROXPHV DQG H[SHFWHG SULFLQJ WKDW LQGLFDWH D UHDYV
LQWHQWLRQ DQG DELOLW\ WR FRPSOHWH WKH GHYHORSPHQW DQG XVH WK
LQGLUHFW FRVWY DWWULEXWDEOH WR WKH GHYHORSPHQW SURFHVV WKDW
FRVWVY DUH H[SHQVHG DV LQFXUUHG 5HVHDUFK DQG GHYHORSPHQW FRVW
LQFHQWLYHY UHFHLYHG

7KH OHYHO RI RXU FDSLWDOL]HG GHYHORSPHQW FRVWV LV LQIOXHQFH
SURGXFW SRUWIROLR WKH SDFH RI RXU LQQRYDWLRQ SURJUDPV DQG WKH
LQFOXGLQJ K\EULG DQG HOHFWULF SRZHUWUDLQV :H FRQWLQXDOO\ ODXQF
GHVLJQ LPSURYHPHQWY WR PDLQWDLQ WKH OHDGLQJ SRVLWLRQ RI RXU SU|
WHFKQRORJLFDO EUHIZNWKIURX}IKING WOL[ QHZ PRGHOV WKH 6SHFLDOH WK
7HVWDURVVD WKH 7HVWDURVVD 6SLGHU DQG WKH )HUUDUL /XFH RXU IL
XS 7KH ILUVW UHYHDO SKDVH RI WKH )HUUDUL /XFH WRRN SODFH LQ 2F\
FRPSRQHQWY DQG SURGXFW GHYHORSPHQW VWUDWHJ\ DQG ZDV IROORZHG
WKH DQQRXQFHPHQW RI WKH PRGHOpV QDPH :H LQWHQG WR FRQWLQXH ¢
SURGXFW SRUWIROLR RIIHULQJ WKDW LQFOXGHV WKUHH GLITHUHQW SRZH!
GHOLYHULQJ GLVWLQFWLYH HPRWLRQV WR RXU FOLHQWYV

$ SRUWLRQ RI RXU UHVHDUFK DQG GHYHORSPHQW HIIRUWYV IRFXVHV R
RXU PRGHOV LQFOXGLQJ K\EULG HOHFWULF HOHFWURQLF DQG PHFKDQL
GHYHORSPHQW DLPV WR HQKDQFH SHUIRUPDQFH DQG UHGXFH GHYHORSPHQ
GHYHORSPHQW RI FRUH FRPSRQHQWY ZLWK SDUWQHUVKLSVY WR FR GHYHORF
WHFKQRORJLHY &DSLWDOL]J]HG GHYHORSPHQW FRVWY DUH DPRUWL]HG RQ
HVWLPDWHG OLIHF\FOH RI WKH PRGHO RU WKH XVHIXO OLIH RI WKH UHODW
OLIHF\FOH RI IRXU WR ILYH \HDUV ZKLOH RXU 6SHFLDO 6HULHV ,FRQD DQ
FHUWDLQ FRPSRQHQWY PD\ KDYH XVHIXO OLYHV RI XS WR HLJKW \HDUV DFU

‘H DOVR LQFXU UHVHDUFK DQG GHYHORSPHQW FRVWV LQ FRQQHFWLI
LQFOXGLQJ LQLWLDWLYHYV DLPHG DW PD[LPL]LQJ WKH SHUIRUPDQFH HIILF
LQQRYDWLRQV LQLWLDOO\ GHYHORSHG IRU JRUPXOD DQG RWKHU UDFLQJ
WKH VHDV DUH WUDQVIHUUHG ZKHUH DSSURSULDWH WR RXU VSRUWV FI
GHYHORSPHQWY DQG UHJXODWRU\ FKDQJHV ZH W\SLFDOO\ GHVLJQ GHYHOTF
D UHVXOW PRVW FRVWVY UHODWHG WR WKH GHVLJQ GHYHORSPHQW DQG FR
WHXQEHOLQ) \WAKQRBILHYDHH SHAMGWR BHXVHGEH RIGRH\ HUDQG P HAMH FDS\NT) DARQFUMIDR ,$6- 5 HAHIIK
DQG GHYHBSP HQMFRWV IRU) RPX@ TR PD YON 1URP \ HIUWR \ HIUZ WMQ WH @P LW \HAR\ \KH ) ,$ | LCDGADD
UHJXODWLRQV DV WKH\ GHSHQG RQ YDULRXV IDFWRUV LQFOXGLQJ WKH QH
WHDPV DQG FKDQJHV LQ UDFLQJ UHJXODWLRQV

),$ ILQDQFLDO UHJXODWLRQV LQFOXGH WZR EXGJHW FDSV WKDW OLPL
DSSOFCEMNV [P \WH VDRY  SRZ HJ XQWIHDMG FRWV LGPXUBG B \MPV SOMASDAY) 1Q \WH ) RPXD  : REB
&KDPSLRQVKLS 7KHVH FRVWV SULPDULO\ UHODWH WR WKH GHYHORSPHQW
RWKHUV PDUNHWLQJ FRVWV GULYHUVp VDODULHV DQG WKH VDODULHV R
LQWURGXFHG IRU WKH GHYHORSPHQW Rl SRZHU XQLWV WR EH XVHG LQ WK

WKHUH ZDV RQO\ D EXGJHW FDS RQ FKDVVLVY UHODWHG GHYHORSPHQW |
VHDVRQ EDVHG RQ VHYHUDO IDFWRUV LQFOXGLQJ WKH QXPEHU RI UDFHV L
P LARQI RUFKDMY IHDME\SHEQ) DG» P LARQIRMHGYHRSP HWR SRZHXQWIRMH — FHDRQ ) RUWH



VHDVRQ ),$ VHW WKH RSHUDWLRQDO FRVW FDS IRU ) WHDPV WR DSSURJL
PDQXIDFWXULQJ RI WKH UDFLQJ FDU FKDVVLV DQG PLOOLRQ UHODWLQJ \

$V D UHVXOW RI RXU VWUDWHJI\ WR FRQWLQXRXVO\ LQQRYDWH DQG E
HOHFWULF DQG RWKHU DGYDQFHG WHFKQRORJLHV LQWR RXU FDUV ZH KDYF
WKH SHULRG IURP W R DQG RXU FDSLWDOL]HREOGH RIFOLFOSIPGRIW FRV W
PLOOL®Q DQG UHVSHFWLYHO\ ZKLOH FDSLWDOL]JHG GHYHORSPHQW FF
GHYHORSPHQW LQFXUUHG ERWK FDSLWDOLYHGHREBMQ® H V$RISHHBOQVD F DIV H
GHFUHDVHGHWREBQW UHIOHFWLQJ DPRQJ RWKHU WKLQJV WKH SURJUHVVI
VWDJHV RI GHYHORSPHQW DQG WKH ILQDQFLDO FDSV DSSOLFDEOH WR FHU:
ILQDQFLDO UHJXODWLRQYV

7KH IROORZLQJ WDEOH VXPPDUL]JHV RXU UHVHDUFK DQG GHYHORSPHQV
DQG

JRU WKH \HDUV HQGHG 'HFHPEHU

» PLOOLRQ
&DSLWDOL]J]HG GHYHORSPHQW FRVWYV
5HVHDUFK DQG GHYHORSPHQW FRVWYV H[SHQVHG $
7RWDO UHVHDUFK DQG GHYHORSPHQW LQFXUUHG

$PRUWL]DWLRQ RI FDSLWDOL]J]HG GHYHORSPHQW FRVWV %

5HVHDUFK DQG GHYHORSPHQW FRVWYV DV UHFRJQL]HG LQ WKH
FRQVROLGDWHG LQFRPH VWDWHPHQW $ %
BBEBBBBBBBBBBBBBBBBBBBBBBBBBBB

&DSLWDOL]HG WR GHYHORSPHQW FRVWV ZLWKLQ LQWDQJLEOH DVVHWYV

&RVW RI 6DOHV DQG 6HOOLQJ *HQHWRYWQR3 $0PHYLYWILPDVUILON BQNOX
WKH PDQXIDFWXULQJ DQG GLVWULEXWLRQ RI RXU FDUV DQG VSDUH SDUW
FRPSRQHQWY DQG ODERU ZKLOH WKH UHPDLQLQJ FRVWV SULPDULO\ UHOD
ZDUUDQW\ DQG SURGXFW OLDELOLW\ UHODWHG FRVWV ZKLFK DUH HVWLPD
,QWHUHVW H[SHQVHV DQG RWKHU ILQDQFLDO FKDUJHV GLUHFWO\ DWWULE!
LQFOXGLQJ SURYLVLRQV IRU ULVNV DQG ZULWH GRZQV RI ILQDQFLDO DVVHW

,Q PDQXIDFWXULQJ RXU FDUV ZH LQFXU FRVWYV IRU D YDULHW\ RI UDZ
FRPSRQHQWYV LQFOXGLQJ PHFKDQLFDO HOHFWULFDO HOHFWURQLF DOXP
WLUHV DQG VXSSOLHV DV ZHOO DV IRU XWLOLWLHV ORJLVWLFV DQG RWK
DUH SULPDULO\ GULYHQ E\ WKH QXPEHU RI FDUV ZH SURGXFH DQG VHOO F
LQIODWLRQDU\ SUHVVXUHYVY SULPDULO\ LQ 1HZHU PRGHOV JHQHUDOO\
DQG HQKDQFHPHQWY LQFOXGLQJ K\EULG DQG HOHFWULF WHFKQRORJLHV Z
FDUV DSSURSULDWHO\ FRQVLVWHQW ZLWK RXU ORQJ WHUP SURILWDELOL
JHQHUDOO\ KDYH KLJKHU FRVWVY SHU XQLW FRPSDUHG WR RXU 5DQJH DQG 6
PRGHOV WA\SLFDOO\ PRUH WKDQ RIIVHW WKH KLIJKHU FRVWYV &RVW RI VDOHYV
DOWKRXJK ZH W\SLFDOO\ VHHN WR PDQDJH WKHVH FRVWYV DQG OLPLW YRC
FRQWUDFWYV

2YHU WLPH ZH KDYH SXUVXHG LQLWLDWLYHV WR DFKLHYH WHFKQLFC
IRFXV RQ SURGXFLQJ FRPSRQHQWYV XVLQJ LQQRYDWLYH DQG FRVW HIIHFWL®
7R VXSSRUW WKHVH HIIRUWY ZH FRQGXFW LQ KRXVH UHVHDUFK DQG GHYH(
LPSOHPHQW LQQRYDWLYH WHFKQLFDO VROXWLRQV &RPPHUFLDO HIILFLHQF
LQWR ORQJ WHUP FRQWUDFWYV ZLWK SDUWQHUV DQG VXSSOLHUV ZKR PD\ F
WKH\ DFKLHYH $V FRVW RI VDOHV LQFOXGHYV GHSUHFLDWLRQ RI SODQW DQ



SURGXFW ODXQFKHV DV WKH VWDUW RI SURGXFWLRQ RI QHZ PRGHOV WUL/J
VSHFLILFDOO\ IRU WKRVH PRGHOV

KHQ QHZ PRGHOV DUH LQWURGXFHG ZH DOVR LQFXU SURPRWLRQDO
LQLWLDWLYHYV ZKLFK DUH JHQHUDOO\ UHFRUGHG ZLWKLQ VHOOLQJ JHQHUL
FOLHQW HQJDJHPHQW LQLWLDWLYHV PD\ OHDG WR KLJKHU SURPRWLRQDO
VLIQLILFDQW LQYHVWPHQWY LQ EUDQG GHYHORSPHQW ZKLFK PD\ DOVR UH
FRPLQJ SHULRGV

6SRQVRUVKLS &RPPHUFLDO D@GRZRXMUDAEHIHWHVBEHYREXHSRQVRUVKLS F
DFWLYLWLHY DUH LQIOXHQFHG E\ D QXPEHU RI IDFWRUV LQFOXGLQJ WKH
FXUUHQW SHUIRUPDQFH RI RXU UDFLQJ WHDPV * SULPDULO\ WKURXJK RXU
ZLWK 6FXGHULD )HUUDUL DQG LQ WKH :RUOG (QGXUDQFH &KDPSLRQVKLS
SRSXODULW\ RI )RUPXOD DQG RWKHU UDFLQJ FRPSHWLWLRQV 2XU UDFLQ.
DQG WHFKQRORJ\ ZKLFK VXSSRUWV RXU DELOLW\ WR DWWUDFW DQG UHWDL

‘H KDYH LQFUHDVHG RXU QHW UHYHQXHV IURP VSRQVRUVKLS> FRPPHU
PLOOL®Q WWRR PLOQDRQDQG PLOQDRRQ UHSUHVHQWLQJ DQQSIBODBIRZWK RI
SHUFHQ@WSHFWLYHO\ 7KLV JURZWK KDV EHHQ GULYHQ SULPDULO\ E\ UDFLC
UHYHQXHV OLQNHG WR RXU UDFLQJ SHUIRUPDQFH DQG WKH FRQWLQXHG GH

(FRQRPLF &RQGLWLRQV HPQC OBFHRWYWO@WY ZH KDYH H[SHULWDEFHG K
PDWHULDOV HQHUJ\ XWLOLWLHV ILQDQFLQJ DQG RWKHU JRRGV DQG VHU
JUDGXDOO\ UHGXFLQJ IURP RQZDUGV 7KHVH KLJKHU FRVWV KDYH H[HU\
PDUJLQ

,Q UHVSRQVH WR HOHYDWHG LQIODWLRQ FHQWUDO EDQNV LQFUHDVF
LOQFUHDVH LQ ERWK WKH FRVW RI ERUURZLQJ IRU FXVWRPHUV ILQDQFLQJ W
RXU ILQDQFLDO VHUYLFHV DFWLYLWLHYV 7KHVH WUHQGY KDYH LPSDFWHG V
UHWDLO FOLHQW ILQDQFLQJ WKURXJK RXU ZKROO\ RZQHG VXEVLGLDU\ ))6
UHWDLO FOLHQW ILQDQFLQJ SULPDULO\ WKURXJK RXU HTXLW\ PHWKRG LQ)
KROG D SHUFHQW LQWHUHVW 7KH PRUH UHFHQW GHFOLQH RI LQWHUHVW

7KH RQJRLQJ FRQIOLFW EHWZHHQ 5XVVLD DQG 8NUDLQH ZKLFK EHJID
WHQVLRQVY KDYH FRQWULEXWHG WR YRODWLOLW\ LQ HQHUJ\ SULFHV DQG W
*RYHUQPHQWY DQG VXSUDQDWLRQDO RUJDQL]DWLRQV KDYH LPSRVHG VDC
LQFOXGLQJ OX[XU\ JRRGV )HUUDUL KDV YHU\ OLPLWHG FRPPHUFLDO H[SRYV
WKH FRQIOLFW DQG WKH LPSDFW RI WKHVH PHDVXUHYV RQ RXU EXVLQHVV KI

8QFHUWDLQW\ UHODWHG WR JOREDO WUDGH SROLFLHV DQG LQGXVWU
SDUWLFXODU SROLFLHV DLPHG DW GLVFRXUDJLQJ LPSRUWY LQWR FHUWDL
VFRSH DQG LPSOHPHQWDWLRQ DGYHUVHO\ DIIHFW RXU RSHUDWLRQV

ODQDJHPHQW FORVHO\ PRQLWRUV PDFURHFRQRPLF FRQGLWLRQV LQF
JHRSROLWLFDO HYHQWYV DQG WUDGH SROLF\ FKDQJHV WR DVVHVV WKHLU S
FRVW VWUXFWXUH ILQDQFLDO H[SHQVHVY DQG FXVWRPHU GHPDQG 7R PLWL
PDLQWDLQHG KLJKHU LQYHQWRU\ OHYHOV DW WLPHY DQG PD\ FRQWLQXH WHF

(ITHFWV Rl JRUHLJQ &XUUHOQFEFN RBKN@QWHHS5DQVRXPHURXY PDUNHWY ZRUC
IOXFWXDWLRQV LQ IRUHLJQ FXUUHQF\ H[FKDQJH UDWHV WKURXJK L WKH
VWDWHPHQWY RI RXU VXEVLGLDULHY ZKRVH IXQFWLRQDO FXUUHQFLHV DU
FRQGXFWHG E\ *URXS HQWLWLHV LQ FXUUHQFLHVY RWKHU WKDQ WKHLU UHYV €S

7TUDQVODWLRQ LPSDFWV DULVH LQ WKH SUHSDUDWLRQ RI RXU FRQVRC
7TKH IXQFWLRQDO FXUUHQF\ RI HDFK VXEVLGLDU\ LV GHWHUPLQHG EDVHG
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DVVHWY DQG OLDELOLWLHV RI |
DUH WUDQVODWHG LQWR (XUR DW H[FKDQJH UDWHY SUHYDLOLQJ DW WKH EI



DYHUDJH H[FKDQJH UDWHV IRU WKH SHULRG $V D UHVXOW IOXFWXDWLRC
FXUUHQFLHV RI RXU VXEVLGLDULHY LPSDFW RXU UHVXOWY RI RSHUDWLRQV

TUDQVDFWLRQ LPSDFWV DULVH ZKHQ RXU *URXS HQWLWLHY HQWHU LQ'
IXQFWLRQDO FXUUHQFLHYV $FFRUGLQJO\ ZH DUH H[SRVHG WR IRUHLJQ FX|
UHFHLSWV DQG SD\PHQWYV LQ PXOWLSOH FXUUHQFLHYV 2XU FRVWYV DUH SULI
UHYHQXHV LV JHQHUDWHG LQ FXUUHQFLHV RWKHU WKDQ WKH (XUR SULQF
6WHUOLQJ DQG 6ZLVV )UDQF

,Q JHQHUDO DQ DSSUHFLDWLRQ RU GHSUHFLDWLRQ RI WKH 8 6 'ROOD
KDYH D FRUUHVSRQGLQJ SRVLWLYH RU QHJDWLYH HIIHFW RQ RXU QHW UHY
RYHUDOO HIIHFW LV LPSDFWHG E\ RXU KHGJLQJ R SHKH \@HRWQ VR DAL J R URKKHIH
LPSDFW LQFOXGLQJ KHGJLQJ WUDQVDFWLRQV RQ RXU UHYHBWXMAKH @G5 RS
'ROODU DQG WKH -DSDQHVH <HQ )RUHLJQ FXUUHQF\ PREHPHMVOW\DOXR WIRC
GHSUHFLDWLRQ RI WKH 8 6 'ROODU -DSDQHVH <HQ DQG &KLQHVH <XDQ DJD

2XU ULVN PDQDJHPHQW SROLFLHV SURYLGH IRU WKH XVH RI GHULYDYV
H[FKDQJH UDWH ULVN ,Q SDUWLFXODU ZH HQWHU LQWR GHULYDWLYH FRQW
RI IRUHFDVWHG IRUHLJQ FXUUHQF\ GHQRPLQDWHG WUDQVDFWLRQV $V D U]
IOXFWXDWLRQV LQ IRUHLJQ FXUUHQF\ H[FKDQJH UBAXID\D L Y\ROUW DG LDAMQLAR GHX ¢
,QIRUPDWLRQ RQ ) WFRDWRHDORFAWRYEGDWHG )LQDQFLDO 6WDWHPHQWY LQFO >

5HIXODWLRQ/KLS RXU FDUV JOREDOO\ DQG DUH WKHUHIRUH VXEMHFV
JRYHUQLQJ DPRQJ RWKHU WKLQJV WDULIIV HPLVVLRQV IXHO FRQVXPSWLI
IDFLOLWLHYVY ,Q FHUWDLQ MXULVGLFWLRQV ZKHUH ZH TXDOLI\ DV D VPDO(
HIHPSWLRQV LQFOXGLQJ OHVV VWULQJHQW HPLVVLRQV UHTXLUHPHQWYV 1t}
FRPSO\ ZLWK HYROYLQJ UHJXODWRU\ VWDQGDUGY DQG FDQ EH VROG LQ UH(
DGGLWLRQDO LR2NRHUPODIVALZRRI 2HHH % XVLQHVVE5HIXODWRU\ ODWWHUYV?3

SDWHQW % R[, ZHRAHLWD[HV IRU WKH \HDU YV HYXG: HEGH QHHHWHIBUIURP WKH C
RI WKH ,wbOLDQ 3DWHQW %R[ WD[ UHJLPH LQWURGXFHG E\ /DZ 1R
LQFRPH JHQHUDWHG WKURXJK WKH XVH RI TXDOLI\LQJ LQWDQJLEOH DVVHW
$IJHQF\ LQ 6HSWHPEHU FRYHULQJ WKH SHULRG DQG FRQWLQXHG
UHODWHG WD[ EHQHILW UHFRJQL]JHG RYHU WKUHH HTXDO DQQXDO LQVWDOO

6WDUWLQJ IURP 2FWREHU /IDZ '"HFUHH 1R DV DPHQGHG UHS
D QHZ LQFHQWLYH WKDW LQVWHDG RI HIHPSWLQJ LQFRPH SURYLGHV D
LQWDQJLEOH DVVHWY ,WDOLDQ WD[ OHIJLVODWLRQ LQWURGXFHG D WUDQVL
E\ WKH *URXS LQ DQG XQWLO WKH RULJLQDO 3DWHQW %R[ UHJLPH H
HITHFWLYH WD[ UDWH GHFUHDVHG LQ FRPSDUHG WR DQG LQFUHDVHG

JRU DGGLWLRQDO LQIRWRQMWRAMRH) WMMHRHWIKRHWERQVROLGDWHG )LQDQFLD
HOVHZKHUH LQ WKLV GRFXPHQW

$VVHW EDFNHG )LQDQFL®:H BOHPXWRWIXDWAR@VVWUDWHJI\ RI DXWRQRPR
VHUYLFHYVY DFWLYLWLHYV LQ WKH 8QLWHG 6WDWHV ZLWK D YLHZ WR OLPLWL
Rl VHOI OLTXLGDWLQJ GHEW WKURXJK YDULRXV VHFXULWL]DWLRQ WUDQVD
\HDUV ZH KDYH LQFUHDVHG WKH XVH RI DVVHW EDFNHG ILQDQFLQJ VHFX!
UHFHLYDEOHV IURP ILQDQFLQJ DFWLYLWLHYVY DQG DVVHW EDFNHGULPDYIEDQ.
GXH WR WKH HIITHFWV RI IRUHLJQ FXUUHQF\ WUDQVODWLRQ LPSDFW

JRU DGGLWLRQDO LQIRUPDWLRQ UHODWLQJ WR RXU UHFHLYDEOHV IU
VHFXULWLIDWLREXUVHEW.BRWHHLYDEOHYV DQ G QK RWHEXWHMRH /W HSERIQW RO L
JLQDQFLDO 6WDWHPHQWY LQFOXGHG HOVHZKHUH LQ WKLV GRFXPHQW



SHVXOWYV RI 2SHUDWLRQV

&RQVROLGDWHG 5HVXOWWRPQBUHG WHSQWRPSDUHG WR

7KH IROORZLQJ LV D GLVFXVVLRQ RI WKH UHNNKHPEHUR | FRPHSDLDW GROR M
\HDU HRGHBEHU DQG IRU WKHHAHPEHOGHEBPSDUHG WR WHKAHPHEMHW HQGHG
7TKH SUHVHQWDWLRQ LQFOXGHYV OLQH LWHPV H[SUHVVHG DV D SHUFHQWD.
IDFLOLWDWH \HDU RYHU \HDU FRPSDULVRQV

JRU WKH \HDUV HQGHG 'HFHPEHU

3HUFHQWDJH 3HUFHQWDJH 3HUFHQWDJH
RI QHW RI QHW RI QHW
UHYHQXHV UHYHQXHV UHYHQXHV
» PLOOLRQ H[FHSW SHUFHQWDJHV

1HW UHYHQXHV
&RVW RI VDOHV
BHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH FRVWYV
5HVHDUFK DQG GHYHORSPHQW FRVWYV

2WKHU H[SHQVHV QHW
5HVXOW IURP LQYHVWPHQWYV

2SHUDWLQJ SURILW (%,7

JLQDQFLDO LQFRPH
JLOQDQFLDO H[SHQVHV
JLODQFLDO H[SHQVHV LQFRPH QHW
3URILW EHIRUH WD[HV
,QFRPH WD[ H[SHQVH
1HW SURILW

I+




IHW UHYHQXHYV

7KH IROORZLQJ WDEOH VHWYV IRUWK DQ DQDO\WVLV RI RXU QHW UHYHQX

DQG
JRU WKH \HDUV HQGHG 'HFHPEHU ,QFUHDVH 'HFUHDVH
3HUFHQWDJH S3HUFHQWDJH 3HUFHQWDJH
Rl QHW RI QHW Rl QHW YV YV
UHYHQXHV UHYHQXHV UHYHQXHV
» PLOOLRQ H[FHSW SHUFHQWDJHV
&DUV DQ SDUH SDUWYV

GV
6SRQVRUVKLS FRPPHUFLDO
DQG EUDQG

2WKHU * +
7TRWDO QHW UHYHQXHV

BEBBBBEBBBBBBBBBBBBEBBBBBBBBBB

,QFOXGHV QHW UHYHQXHV JHQHUDWHG IURP VKLSPHQWY RI RXU FDUV LQFOXGLQJ VWULF
VDOHYVY SHUVRQDOL]DWLRQ RSWLRQV DSSOLHG WR WKRVH FDUV DQG VDOHV RI VSDUH SDU
,QFOXGHV QHW UHYHQXHVY HDUQHG E\ RXU UDFLQJ WHDPV SULPDULO\ LQ WKH )RUPXOD 'R
VSRQVRUVKLS DJUHHPHQWY DQG RXU VKDUH RI )RUPXOD FRPPHUFLDO UHYHQXHV DV ZH
OLIHVW\OH FROOHFWLRQV PHUFKDQGLVLQJ OLFHQVLQJ DFWLYLWLHY DQG UR\DOWLHV
BULPDULO LQFOXGHV QHW UHYHQXHV IURP ILQDQFLDO VHUYLFHVY DFWLYLWLHVY WKH PDQD.
DV QHW UHYHQXHYV JHQHUDWHG IURP WKH UHQWDO RI HQJLQHVY WR RWKHU )RUPXOD WHDP
VDOH RI HQJLQHYVY WR ODVHUDWL

FRPSDUHG WR

1HW UHYHQXHWYRU PLOMIROQQFYHDVPHORBURGHUFBI@QWQF SHU RO W
D FRQVWDQW FXUUHQR\ EDWPILWIRERESDUHG WR

7KH LQFUHDVH LQ QHW UHYHQXHV ZDV DWW UREX@DREQHD WHR WOK A DRR/P B
SDUWW LPLDOQRQHDVH LQ VSRQVRUVKLS FRPPIPUPIDDE @/ HUDQRWRBG QL

&DUV DQG VSDUH SDUWYV

I1HW UHYHQXHY JHQHUDWHG IURPZHDWUWY DRIC WER Q g FSMHDWY ARRIR Q
SHUFHFRWSDWMHG WROIRLR Q

7KH LQFUHDVH LQ QHW UHYHQXHV IURP FDUV DQG VSDUH SDUWV ZDV
PL[ DV ZHOO DV D KLJKHU FRQWULEXWLRQ IURP SHUVRQDOL]DWLRQ 7KHVI
'‘D\WRQD 63 IRU ZKLFK WKH OLPLWHG VHULHVY GHOLYHULHV FRQFOXGHG L
LPSDFWV LQFOXGLQJ WKH HIITHFWV RI KHGJLQHE\WWOH & BF WRARQN U DHIUGH VKIH G

7RWDO VKLSPHOWM LEDUV D GHF XQRWV FSRHW FHRPBDUHG RIRUV LQ
'"HVSLWH IHZHU VKLSPHQWY WKH HYROXWLRQ RI RXU SURGXFW SRUWIROLR
\HDU RXU SRUWIROLR FRPSULVHG VHYHQ LQWHUQDO FRPEXVWLR®HHY G BIQWH
DQG SHURHQWKLSPHQWY UHVSHFWLYHO\ 6KLSPHQWY ZHUH SULPDULO\ GULY
639G D/ZHOID/WH  &LOQBLICP IO Z KIFK FRMMXHG WP S XS SKDHDQG UIFKHG J GEDOAMMBMR) DQG\WHE)
\SHADOHIW/ITP IO 7KHHZ HH SO RIVHAE WHSKDHRAAR WH6E)  6SGUDGWH  &RP SHIYIRHS$ \GHADD
VHULHV DV ZHOO DV WKH SURJUHVVLYH FRPSOHWLRQ RI WKH 'D\WRQD 63 ,
WKH ILUVW XQLWV RI RXU ODWHVW 6XSHUFDU WKH )

7KH PLOOQRQHDVH LQURP FDUV DQG VSDUH»SDWWY LQFUHDVHIGQL(OD
DQG bL AMLC LQFUHDVH LQ $3$& SDUWLIPQOGHFUHDVH LQ 0ODLQODQG &KLQD
7DLZDQ DQG BY¥( GHFUHDVH LQ $PHULFDV 7KH PL[ Rl QHW UHYHQXHV E\ JH
VWUDWHJI\ )RU DGGLWLRQDO LQIRUP2+7UHQGY 8QFHUWDLQWLHV D QMUDIEHR
YROXPH VWUDWHJ\ DOG EUDQG H[FOXVLYLW\?



6SRQVRUVKLS FRPPHUFLDO DQG EUDQG

I1HW UHYHQXHYVY JHQHUDWHG IURP VSRQVRUVKLS FRPPHUFLDQ@HUMHHP

» PLOODRQQFUHDWVHRIRBRQ SHUFHRPSDUHG PLRORRQ 7KH LQFUHDVH ZDV S|

DWWULEXWDEOH WR VSRQVRUVKLSY DQG OLIHVW\OH DFWLYLWLHV DV ZHOO
JRUPXOD VHDVRQ FRPSDUHG WR

2ZWKHU

2WKHU QHW UBYH@XOWRBQUHDQ LQFWHDRHORRBQ SHUFHRRSDWHG WR
PLOORRQ PDLQO\ GULYHQ E\ RWKHU VSRUWYV UHODWHG DFWLYLWLHV DQG IL

FRPSDUHG WR

IHW UHYHQXEWHMRU PLOMQRQOQFYHDPHORBURQSHUFBH@QWQFUHDYHURFIHQW
RQ D FRQVWDQW FXUUHQF\ EBVOKRULRKRPSDUHG WR

7KH LQFUHDVH LQ QHW UHYHQXHV ZDV DWW UREX@EREOHD WHR VDK HDRJR/P B
SDUWV DQGPLAOMRYHDVH LQ VSRQVRUVKLS FRPPHUFLDO DQG EUDQG

&DUV DQG VSDUH SDUWYV

1HW UHYHQXHV JHQHUDWHG IURPZABHYV DRLG WER Q6 FSHDW 1 ORR UR Q
SHUFIF@WSDWHG WROIGRLR Q

7KH LQFUHDVH LQ QHW UHYHQXHV IURP FDUV DQG VSDUH SDUWV ZDV
PL[ DV ZHOO DV D KLJKHU FRQWULEXWLRQ IURP SHUVRQDOL]DWLRQ )R
WUDQVDFWLRQV ZDV QENWWIHYSH6 P'IRIOCM\UG WK QDSDQHVH <HQ DQG WKH &K

TRWDO VKLSPHXDHNMWH LQDQ LQFUHBPDHVRRYHUFHRRASDUHG WQ® 2XU
SURGXFW SRUWIROLR GXULQJ WKH \HDU LQFOXGHG WHQ LQWHUQDO FRPEXYV
UHSUHVHQS\HGPKHGW SHURHYWLSPHQWY UHVSHFWLYHO\ %RWK WKH QXPEHU
K\EULG FDUV WR WKH WRWDO QXPEHU RI FDUV VKLSSHG FRQWLQXHG WR L
YHKLFOHV IRU WKH ILUVW WLPH LQ OLQH ZLWK RXU VWUDWHJI\ WR LQWHJIU
RXU SURGXFW SRUWIROLR 6KLSPHQWY ZHUH PDLQO\ GULYHQ E\ WKH 3XUR\
ILUVW VKLSPHQWY RI WKH 6) ;7 VSHFLDO VHULHV IDPLO\ GXULQJ WKH \HDL
&RPSHWL]LRQH $ VSHFLDO VHULHV ZDV DSSURDFKLQJ WKH HQG RI LWV OLIH
WKH &RPSHWL]LRQH DQG WKH 5RPD ZHUH SKDVHG RXW GXULQJ WKH \HDL
RYHU \HDU LQ OLQH ZLWK RXU GHOLYHU\ SODQV

7KM PLOOQRQHDVH LQURP FDUV DQG VSDUH SDUWYV ZOMX LQFURDMB R
$PHULFDW LPLC LQFUHDVH LQ (0($% DPIX LQFUHDVH LQ $3%$& SDUWLDOO\ R
PLO GHFUHDVH LQ 0DLQODQG &KLQD +RQJ .RQJ DQG 7DLZDQ 7KH PL[ RI QI
DOORFDWLRQ VWUDWHJI\ WR SUHVHUYH WKH EUDQGMV H[FOXVLYLW\

6SRQVRUVKLS FRPPHUFLDO DQG EUDQG
I1HW UHYHQXHYVY JHQHUDWHG IURP VSRQVRUVKLS FRPPHUFLDQHUMHHP

» PLOORRQQFUHDKNIHORRBRQ SHUFHRPASD BUHG PARORBRQ 7KH LQFUHDVH ZDV S|
DWWULEXWDEOH WR QHZ VSRQVRUVKLSY DQG OLIHVW\OH DFWLYLWLHYV



2ZWKHU

2ZWKHU QHW UKMYHRBRKXOGORRHWDHG IRUZLWK KLIKHU UHYHQXHV IURP ILQDQ
VXEVWDQWLDOO\ RIIVHW E\ WKH HQG RI WKH VXSSO\ RI HQJLQHV WR ODVHULI

&RVW RI VDOHYV

JRU WKH \HDUV HQGHG 'HFHPEHU ,QFUHDVH 'HFUHDVH
SHUFHQWDJH 3HUFHQWDJH 3HUFHQWDJH
RI QHW RI QHW RI QHW YV YV
UHYHQXHYV UHYHQXHV UHYHQXHYV

» PLOOLRQ H[FHSW SHUFHQWDJHYV
&RVW RI VDOHYV

FRPSDUHG WR

&RVW RI VDOADN¥MRU PLOMRQQFUHDPHORIRRGBHUFHRRAMSDUWHG WROOLRQ
IRU $V D SHUFHQWDJH RI QHW UH YSIQXHYQ WRP\S DRI HVES® R\E B Q W

7KH LQFUHDVH LQ FRVW RI VDOHV ZDV SULPDULO\ DWWULEXWDEOH WF
8QLWHG 6WDWHYV LPSDFWLQJ WKH VHFRQG KDOI RI

FRPSDUHG WR

&RVW RI VDOHAM¥IRU PLOWMKRQQFYHDPYHORBURQSHUFHRPMSDWHG WROOLRQ
IRU $V D SHUFHQWDJH RI QHW UH YSIXHYQ WRP\S DRI HVCS® R\E B Q W

7KH LQFUHDVH LQ FRVW RI VDOHYV ZDV SULPDULO\ DWWULEXWDEOH WR
UDFLQJ DQG RWKHU VXSSRUWLQJ DFWLYLWLHY SDUWLDOO\ RIIVHW E\ WKH |

6HOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH FRVWYV

YRU WKH \HDUV HQGHG 'HFHPEHU ,QFUHDVH 'HFUHDVH
3HUFHQWDJH 3HUFHQWDJH 3HUFHQWDJH
RI QHW RI QHW RI QHW YV YV
UHYHQXHV UHYHQXHV UHYHQXHV

» PLOOLRQ H[FHSW SHUFHQWDJHYV

J JHQHUDO DQG
VWUDWLYH FRVWYV

FRPSDUHG WR

BHOOLQJ JHQHUDO DQG DG PZKWN W R DMIDBHQFRFRWHDRIEQWRRERQ SHUFHQW
FRPSDUKWG WROORBQ $V D SHUFHQWDJH RI QHW UHYHQXHV VHOOLQJ JHQ
SHUFHDWFRPSDUHGKMWRERBQW

7KH LQFUHDVH LQ VHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH FRVWYV
LQYHVWPHQWY DV ZHOO DV WKH &RPSDQ\pV RUJDQL]DWLRQDO GHYHORSPH(

FRPSDUHG WR

BHOOLQJ JHQHUDO DQG DGPZQENW P DOQDRHQRRAWHD N RORIUR QSHUFHQW
FRPSDUKWG WROORBQ $V D SHUFHQWDJH RI QHW UHYHQXHV VHOOLQJ JHQ
SHUFHDWFRPSDUHGMWRERBQW

7KH LQFUHDVH LQ VHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH FRVWYV
LQIUDVWUXFWXUH DQG RUJDQL]DWLRQDO GHYHORSPHQW DV ZHOO DV EUDQ



5HVHDUFK DQG GHYHORSPHQW FRVWYV

JRU WKH \HDUV HQGHG 'HFHPEHU ,QFUHDVH 'HFUHDVH
3HUFHQWDJH 3HUFHQWDJH 3HUFHQWDJH
RI QHW RI QHW RI QHW YV YV
UHYHQXHYV UHYHQXHYV UHYHQXHYV
» PLOOLRQ H[FHSW SHUFHQWDJHYV

5HVHDUFK DQG GHYHORSPHQ
FRVWV H[SHQVHG GXULQJ WKH \HDU
$PRUWL]DWLRQ RI FDSLWDOL]HG
GHYHORSPHQW FRVWYV
5HVHDUFK DQG GHYHORSPHQW
FRVWYV

FRPSDUHG WR

5HVHDUFK DQG GHYHORBRUWOWPERUWRQREYHDPLMO BRRSHUFHQW FRPSDU
» PLOORRQ $V D SHUFHQWDJH RI QHW UHYHQXHV U H\SHERKQ IFRE SHYHI® R
WR SHUEBQW

7KH LQFWbWHDVWHORIDR BULPDULO\ DWWULEXWDEOH WR L DQ LQFUHDVH L
Rl» PLOORRMHU WDNLQJ LQWR DFFRXQW WHFKQRORJ\ UHODWHG JRYHUQP
DFWLYLWLHY DQG RXU IRFXV RQ FRQWLQXRXV LQQRYDWLRQ DQG DGYDQI
DPRUWL]DWLRQ RI FDSLWD®LH® GCHREOR SAHQYWFRVWK HRISKDVH RXW RI FHU

FRPSDUHG WR

5HVHDUFK DQG GHYHORB3RHBDWPEROWR P@RBYWHDPMMOBURYHUFHQW FRPSDU
» PLOORRQ $V D SHUFHQWDJH RI QHW UHYHQXHV U H\SHERKQ IFRE SHYHI® R
WR SHUEBQW

7KH LQFWHDVWHORDRQGULPDULO\ GULYHQ E\ DQ LQFUHDVH LQ UHVHDUFK
PLOOGBQYHQ E\ UDFLQJ DFWLYLWLHYV DQG RXU IRFXV RQ FRQWLQXRXV LQQF
FDSLWDOL]J]HG GHYHORSPBRRIQFBV®YLRHQ E\ WKH SKDVH RXW Rl FHUWDLQ P

2WKHU H[SHQVHV QHW

JRU WKH \HDUV HQGHG 'HFHPEHU ,QFUHDVH 'HFUHDVH
YV YV
» PLOOLRQ H[FHSW SHUFHQWDJHV

2WKHU LQFRPH
2WKHU H[SHQVH
2WKHU H[SHQVHV QHW

2WKHU H[SHQVHV SULPDULO\ FRQVLVW RI LOQGLUHFW WD[HV SURYLVLR
SULPDULO\ FRQVLVWY RI UHQWDO LQFRPH JDLQV RQ WKH GLVSRVDO RI S
UHFRJQL]JHG SURYLVLRQV DV ZHOO DV RWKHU PLVFHOODQHRXV LQFRPH

2WKHU H[SHQVHV ZIQWKH RROORA Q. Q F bH D P HORERES D bH GPWROR B Q
SULPDULO\ UHIOHFWLQJ KLJKHU PLRARKB O DHJ 8 R&Y HAR § O BIWREHHRAGH DRVIHORL R Q
FRPSDUWHGPWRORRQ SULPDULO\ DWWULEXWDEOH WR RWKHU LQFRPH UHODWH



2SHUDWLQJ SURILW (%,7

JRU WKH \HDUV HQGHG 'HFHPEHU ,QFUHDVH 'HFUHDVH
SHUFHQWDJH 3HUFHQWDJH 3HUFHQWDJH
RI QHW RI QHW RI QHW YV YV
UHYHQXHYV UHYHQXHV UHYHQXHYV

» PLOOLRQ H[FHSW SHUFHQWDJHYV
2SHUDWLQJ SURILW (%,7

FRPSDUHG WR

2SHUDWLQJ SURILWZD%,7 IRLWOMDMRQQFWVHDWH RRORRQ SHUFHRORPASDUHG W
» PLORRULRQ $V D SHUFHQWDJH RI QHW UHYHQXHVS HHISBFROQDWR RS DSIHE LWR (%
SHUFIHDR W

7TKH LQFUHDVH LQ RSHUDWLQJ SURILW (%,7 GHVSLWH FDU YROXPHYV |
WR WKH HQULFKHG SURGXFW PL[ LQFOXGLQJ SHUVRQDOL]JDWLRQ DQG D
SDUWLDOO\ RIIVHW E\ KLIJKHU RSHUDWLRQDO DQG PDUNHWLQJ H[SHQVHV L
DQG VSRUWYV FDUV

7KH LQFUHDVH FRPSULVHG WKH FRPELQHG # I HFMDOVOURRIQLH FON 8§ R ¥ LGAHLQY LH)
WKH 6) ;; VSHFLDO VHULHV DQG WKH &LOLQGUL IDPLOLHV D KLJKHU FRC
DQG GHOLYHULHV RI WKH 3 ORGLILFDWD SDUWLDOO\ RIIVHW E\ D ORZHU
OLPLWHG VHULHV GHOLYHULHV FRQFOXGHG LQ WKH WKLUG TXDUWHU RI
VHFRQG KDOLIRID SRVLWLYH»FR@PWODER® IRROKRU DFWLYLWLHVY GULYHQ E\ [
UDFLQJ DQG OLIB\SR\OLHV LDYGIGY R® X P HOLSPLSDFFDAM RO\ GULYHQ E\ VSDUH SDUWV
QHJDWLYH FRQWEBLDOWRRYHROOLQJ JHQHUDO D/Q@® OGRIDALIYHU IIRW HYLH QF R X W1
LPSDRPW RLOOLRRODXGLQJ WKH HIIHFWV RI KHGJLQJ WUDQVDFWLRQV PDLQO
DQG DYQHJDWLYH FRQWUDBLRMRIG RHIDUFK DQG GHYHORSPHQW FRVWYV

FRPSDUHG WR

2SHUDWLQJ SURILWZD%,7 IRWO DQRQQFWHDWHL RRIURQSHUFFHRRSDUHG W
» PLOIRLRQ $V D SHUFHQWDJH RI QHW UHYHQXHV RSHYBMDWLHQIWARR LW (%
SHUFHQW LQ

7KH LQFUHDVH LQ RSHUDWLQJ SURILW (%,7 ZDV SULPDULO\ DWWULE X
LPSDFW RUIOOLRQD SRVLWLYH SURIGXFMRWALDIROQHG E\ WKH 'D\WRQD 63 DQG T
ORGLILFDWD DV ZHOO DV KLJKHU FRQWULEXWLRQ IURP SHUVRQDQL}DWLRC
QHJDWLYH FRQWPLEDXWRRQ RYVHDUFK DQG GHYHORSPHQW FRVWW O QMPD QH.
VHOOLQJ JHQHUDO DQG DB FSLRMIMMLY HIWA R GAMFARGARWH R ERQHZ VSRQVRUVKLS
DFWLYLWLHY SDUWLDOO\ RIIVHW E\ KLJKHU FRVWV GXH WR WKH EHWWHU
FXUUHQF\ bP SPEOMREQ@ XGLQJ WKH HIIHFWV Rl KHGJLQJ WUDQVDFWLRQV PLC
<HQ DQG WKH &KLQHVH <XDQ



JLQDQFLDO H[SHQVHV LQFRPH QHW

JRU WKH \HDUV HQGHG 'HFHPEHU ,QFUHDVH 'HFUHDVH
YV YV
» PLOOLRQ H[FHSW SHUFHQWDJHV

J)LOQDQFLDO LQFRPH
JLQDQFLDO H[SHQVHV
J)LOQDQFLDO H[SHQVHY LQFRPH QHW QP

BBBBBBBBBBBBBBBBBBBBBBBBBBBBB
7KURXJKRXW WKLV GRFXPHQW 2Q P 2 PHDQV QRW PHDQLQJIXO

FRPSDUHG WR

JLQDQFLDO H[SHQVHV.OQRWQZABRASDUHG WR ILQDQFLPIOO DRBRRPHKHHW F
QHW FKDQJH ZDV SULPDULO\ DWWULEXWDEOH WR L D QHJDWLYH QHW IR
KHGJLQJ DQG LL ORZHU LQWHUHVW LQFRPH RQ FDVK DQG FDVEDQFXDYD C
(ISHQVHV DQG )L GDWR LWIOH, RRRFIROLGDWHG )LQDQFLDO 6WDWHPHQWYV LQFO!

FRPSDUHG WR

JLQDQFLDO H[SH® VRO GRHV) ZRIKSIDUHG WR ILQDQFL D ® LH[GRHRY H\K HQ H W
QHW FKDQJH ZDV SULPDULO\ DWWULEXWD B0 HPW@& OR RICQMAK UGIDIWHH QQEL QD GF
IRUHLJQ FXUUHQF\ H[FKDQJH LPSDFW LQFOXGLQJ WKH QHW FRVWV RI KHC
HTXLYDOHQWY SDUWLDOO\ RIIVHW E\ LLL D GHFUHDVH LQ JDLQV UHFRJQL]
PDGH LQ ZKLOH LQ WKH WKLUG TXDUWHU RI ZH H[HFXWHG D SDUWLD(

Rl » PLOOLRQ )RU DGGLWLRQD®DQFILFOLP DP\SHRY HV HHO BRRL Y B & F&RQV R
)LQDQFLDO 6WDWHPHQWY LQFOXGHG HOVHZKHUH LQ WKLV GRFXPHQW

,QFRPH WD[ H[SHQVH

JRU WKH \HDUV HQGHG 'HFHPEHU ,QFUHDVH 'HFUHDVH
YV YV
» PLOOLRQ H[FHSW SHUFHQWDJHV

,QFRPH WD[ H[SHQVH

FRPSDUHG WR

,QFRPH WD[ H[SHZDAH IRUOOCDL@QQFYHDPHORARRSEDYHGPWRORRQ 7KH
LQFUHDVH LQ LQFRPH WD[ H[SHQVMHQZDYFSHIDPAIHU L Q \ SR WU EXWRDLEFHD W DRV D
WD[ UDWH SHRPEBQWWR SHUEBQW

,QFRPH WD[HV DQG WKH HIEHRYWL ¥ W MEH UFREPAH MR QFH R1 WZR VXFFHVV
WD[ UHJLPHV ZKLFK SURYLGH WD[ EHQHILWV IRU FRP SFORMG XY JZ TW K OO
OHJLVODWLRQ IURP WKH *URXS FRQWLQXHV WR DSSO\ WKH QHZ 3DWHQV

FRPSDUHG WR
,QFRPH WD[ H[SHDDAH IRPULOOD®QQF W HDPMH BARRREDYHGPURORRQ 7KH

LQFUHDVH LQ LQFRPH WD[ H[SHQVH ZDV SULPDULO\ DWWULEXWDEOH WR DQ
RI WKH HITHFWLYH WD[ UDWH

7KH 3IDWHQW %R[ UHJLPH ZDV ILUVWO\ LQWURGXFHG E\ WKH ,WDOLDQ /DZ 1R DQG LPSC
WKUHH DQQXDO LQVWDOOPHQWY VWDUWLQJ IURP 7KLV UHJLPH ZDV EDVHG RQ D WD[ H[HP
DVVHWYVY 7KH QHZ 3DWHQW %R[ UHJLPH UHJXODWHG E\ /DZ '"HFUHH 1R HITHFWLYH IURP 2FV

UHODWLQJ WR HOLJLEOH LQWDQJLEOH DVVHWY 7KH ,WDOLDQ WD[ OHJLVODWLRQ DOORZHG IRL
UHJLPH HQGHG



,QFRPH WD[HV IRU ERWK \HDUV EHQHILWHG IURP WKH FRH[LVWHQFH |
EHQHILWY IRU FRPSDQLHV XVLQJ TXDOLI\LQJ LQWDQJLEOH DVVHWYV

7KH HITHFWLYH WD[ UDWH FRWSDUBBUWRQW ISRDERQWUHIJIOHFWLQJ WKF
RI WKH WZR DIRUHPHQWLRQHG 3DWHQW %R[ WD[ UHJLPHV ZLWK D JUHDWHU



ILTXLGLW\ DQG &DSLWDO 5HVRXUFHYV

ILTXLGLW\ 2YHUYLHZ

‘H UHTXLUH OLTXLGLW\ WR IXQG RXU RSHUDWLRQV PHHW RXU REOL
VKDUHKROGHUV 6KRUW WHUP OLTXLGLW\ LV UHTXLUHG SULPDULO\ WR VXS
PDWHULDOV SDUWV FRPSRQHQWY DQG XWLOLWLHV XVHG LQ WKH SURGXFW
DGGLWLRQ WR RXU RSHUDWLQJ UHTXLUHPHQWY ZH UHTXLUH FDVK WR VXS
7TKHVH LQYHVWPHQWY LQFOXGH H[SHQGLWXUHV IRU WKH FRQWLQXRXV UHQI
FXUUHQW DQG IXWXUH PRGHOV DV ZHOO DV UHVHDUFK DQG GHYHORSPEL
DGYDQFHPHQW LQFOXGLQJ K\EULG DQG HOHFWULF WHFKQRORJLHV 2XU FI
LQGXVWULDO DFWLYLWLHY DQG UHODWHG LQIUDVWUXFWXUH VXFK DV PDQ:
VXVWDLQDELOLW\ LQLWLDWLYHYVY HQYLURQPHQWDO DQG UHJXODWRU\ FRF
HISHQGLWXUHY SULPDULO\ WKURXJK FDVK JHQHUDWHG IURP RXU RSHUDWLQ

‘H DOVR XVH OLTXLGLW\ WR UHZDUG RXU VKDUHKROGHUV WKURXJK D |
PDLQWDLQLQJ D VWURQJ ILQDQFLDO SRVLWLRQ DQG VXIILFLHQW ILQDQFLD«
SDUHQW FRPSIPQORRKBQFRPSOHWHG FRPPRQ VK P UG OHERFROUF KDSHW RO 0D UNH

RQ 2FWREHU ZH DQQRXQFHG D QHZ PXOWL \HDU VKDUH UHSXUFKDVH
HIHFXWHG IURP WR DV ZHOO DV WKH SURSRVHG LQFUHDVH LQ RXU
SHUFHQW RI $GMXVWHG 1HW 3URILW VWDUWLQJ IURP WKH DQQXDO UHV)

VXEMHFW WR RXU ILQDQFLDO SHUIRUPDQFH OLTXLGLW\ SRVLWLRQ DQG DS
DGGLWLRQDO LQIRUPDWLRQ UHODWLQJ WR $GMXVWHG 2+HI\R GURKRIBWL QR QFK 0L
OHDVXUHV?

‘H FHQWUDOO\ PDQDJH RXU RSHUDWLQJ FDVK OLTXLGLW\ DQG FDVK
HITHFWLYH DQG HIILFLHQW PDQDJHPHQW RI RXU IXQGV 2XU OLTXLGLW\ PD(
DGHTXDWH UHVRXUFHV WR VXSSRUW RXU RSHUDWLQJ DFWLYLWLHVY SODOQ(
PDLQWDLQLQJ DSSURSULDWH ILQDQFLDO IOH[LELOLW\ :H EHOLHYH WKDW
LQFOXGLQJ FRPPLWWHG FUHGLW OLQHV JUDQWHG E\ SULPDU\ ILQDQFLDO |
K IAHAR P HHARXUMKRWMP DIGEQY \WMP @rXIGW UHIXUHP HOV

&\FOLFDO 1DWXUH RI 2XU &DVK )ORZV

2XU ZRUNLQJ FDSLWDO LV VXEMHFW WR PRQWK WR PRQWK IOXFWXDW.L
VHUYLFHY DFWLYLWLHY WKH WLPLQJ RI FDSLWDO H[SHQGLWXUHYV DQG WR
JHQHUDOO\ LQFUHDVH LQ WKH SHULRGY OHDGLQJ XS WR WKH ODXQFK RI QI
EXLOG XS VSDUH SDUwWV DQG DW WKH HQG RI WKH VHFRQG TXDUWHU ZKHC
SODQW VKXWGRZQ ,Q DGGLWLRQ LQYHQWRU\ OHYHOV PD\ EH DGMXVWHG
UHTXLUHPHQWYV

‘H JHQHUDOO\ UHFHLYH SD\PHQW IRU FDUV EHWZHHQ DQG GD\V |
ILQDQFLQJ DUUDQJHPHQWY DUH XWLOL]JHG E\ XV RU E\ RXU GHDOHUV  ZKL(
UHFHLYH JRRGV RU VHUYLFHV $GGLWLRQDOO\ ZH PD\ UHFHLYH DGYDQFH
HGLWLRQ DQG 6SHFLDO 6HULHY PRGHOV DV ZHOO DV FHUWDLQ 5DQJH PRGI
Uubz PDWHULDOV DQG FRPSRQHQWY WR HQVXUH FRQWLQXLW\ RI RXU SURG
FRPSRQHQWY WDNHV SODFH PRQWKO\ RU PRUH IUHTXHQWO\ LQ RUGHU WR
W\SLFDOO\ WDNHV EHWZHHQ DQG GD\V GHSHQGLQJ RQ WKH OHYHO RI
JHQHUDOO\ VKLSSHG WR RXU GHDOHUV WKUHH WR VL[ GD\V IROORZLQJ WKH
ZDUHKRXVH FDUV IRU ORQJHU SHULRGV RI WLPH WR HQVXUH SURPSW GHOLY

$V D UHVXOW RI WKH DERYH LQFOXGLQJ WKH DGYDQFHV UHFHLYHG 11U
SD\PHQW IRU FDUV VKLSSHG EHIRUH RU DURXQG WKH WLPH ZH DUH UHTXLU
RWKHU PDWHULDOV XVHG LQ WKH PDQXIDFWXULQJ RI RXU FDUV +RZHYHU



GLIITHUHQFHYV IURP SHULRG WR SHULRG DV D UHVXOW RI WKH QXPEHU RI PR
DQG WKH VWDJH RI WKHLU OLIHF\FOH DW D JLYHQ SRLQW LQ WLPH ZKLFK X

2XU LQYHVWPHQWY IRU FDSLWDO H[SHQGLWXUHY DQG UHVHDUFK DQG

WLPLQJ DQG QXPEHU RI QHZ PRGHO ODXQFKHV 2XU GHYHORSPHQW FRVWYV

JHQHUDOO\ SHDN ZKHQ ZH GHYHORS D VLJQLILFDQW QXPEHU RI QHZ PRG|
LOQOYHVWPHQWY LQ UHVHDUFK DQG GHYHORSPHQW DUH DOVR LQIOXHQFHG |
SDUWLFXODU )RUPXOD IRU ZKLFK H[SHQGLWXUH LQ D QRUPDO VHDVRQ LV
DQG DOVR GHSHQGY RQ WKH HYROXWLRQ RI WKH DSSOLFDEOH )RUPXOD W
UDFHV GXULQJ WKH FRXUVH RI WKH UDFLQJ VHDVRQ 'H FRQWLQXH WR LC
DUFKLWHFWXUHY SULRULWL]H LQQRYDWLRQ DQG DGYDQFHG WHFKQRORJLH
SRUWIROLR :H DOVR FROQWLQXH WR PDNH VLIJQLILFDQW FDSLWDO LQYHVWI
LPSRUWDQW IRU RXU FROQWLQXHG JURZWK DQG GHYHORSPHQW LQFOXGLQJ

7KH SD\PHQW RI LQFRPH WD[HVY DOVR DIIHFWV RXU FDVK IORZV :H SD
WKLUG TXDUWHU RI WKH \HDU WRJHWKHU ZLWK WKH UHPDLQLQJ WD[ EDOL
DGYDQFH SD\PHQW LQ WKH WKLUG RU IRXUWK TXDUWHU

&DVK )ORZV

7KH IROORZLQJ WDEOH VXPPDUL]J]HVY WKH FDVK IORZV IURP XVHG LQ R
RI WKH \HDUV HQGHG 'HFIDREHU)RU DGGLWLRQDO GHWDLOV UHODWHG WR R.
JLQDQFLDO 6WDWHPHQWY LQFOXGHG HOVHZKHUH LQ WKLV GRFXPHQW

JRU WKH \HDUV HQGHG 'HFHPEHU

» PLOOLRQ
&DVK DQG FDVK HTXLYDOHQWY DW WKH EHJLQQLQJ RI WKH \HDU
&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHV
&DVK IORZV XVHG LQ LQYHVWLQJ DFWLYLWLHV
&DVK IORZV XVHG LQ ILQDQFLQJ DFWLYLWLHYV
7UDQVODWLRQ H[FKDQJH GLIIHUHQFHV
7TRWDO FKDQJH LQ FDVK DQG FDVK HTXLYDOHQWYV
&DVK DQG FDVK HTXLYDOHQWYV DW WKH HQG RI WKH \HDU

FRPSDUHG WR

JRU WKH \HDU HQGHG 'ARBNREBIQG FDVK HTXLY DO HBMOORRRSLHING GV & \
LQFUHBVH RIOORBQVKH \HDU HQGHG T7H¥WEHHEND\ HIURYHI\ HIUXQ DYRIE®! YOUDGH LQ
FDVK IORZVPRIOCEWRPDULO\ DWWULEXWDEOH WR WKH FRPELQHG HIIHFWV RI

L DQ LQFUHDVH LQ FDVK IORZV X¥HG LRL ORRQFQ\Q U HDIOW EWLVQLH\L ROR ZH
QHZ GHEW RLOOLRQKLJKHU UHSD\WHQRMM\ BLEXH D) RQFUHDVH LQ VKDU
» PLOOL®® LY DQ LQFUHDVH LQ GLYPGBQBGRQSDLG WR RZQHUV RI

SDUWLDOO\ RIIVHW E\
LLDQ LQFUHDVH LQ FDVK IORZV I%RPPRSKMEBRAIMULOFVEXHLWIRHY RILQFUH
H[FOXGLQJ QRQ ¥ DVRLIOWMHRBPKRIJKHU DGYDQFHV UHFHLYHG IRU FDUV P
DJUHHPHQWV DQG

LLR GHFUHDVH LQ FDVK IORZV XVWG PQROIDQ RN ILIQI\ DEFWLYHLQV EM VO RZ H U
LQWDQJLEOH DVVHWV



FRPSDUHG WR

)RU WKH \HDU HQGHG 'APWREM®G FDVK HTXLYDOHQWYV Kb OGPEDWKRQ*L
FRPSDUHG WR D GHFUHDVH LQ » DV O QEREADK K HHIDXU HIGHBWMAMRYPEHSUHVH Q
\ HOURYHU\ HOUI DYRUIEEGI YDUDGFHIQPDK IGZ VR SRMYH» PLO O WRIP DULO\ DWWULEXWDEOH WR WK

L D GHFUHDVH LQ FDVK IORZV XVHG PQOQQRQFLRRPBPWHEBLWRHY RIGULY
LQFUHDVH LQ SURPHHG\. OORR @HEWFRIHDVH LQ WH S P\POICRLIRVWRL DEOHE WR IR
E\' LLL DQ LQFUHDVH LQ GL¥LGRQGUIKNLGYWBQRZQHAUNDRIH LQ VKDUH
P L OO DR

LLDQ LQFUHDVH LQ FDVK IORZV » URPLRODQRODW ERP DEWHE LWR HV RSULPDUL
LQFUHDVH LQ QHW SURILW H[FOXICO@IRQPRQUFDVK LY HMWRIDEVRUEHG IL
UHFHLYDEOHV DQG»WWPLO® FEAREOHYRZHU QHW»IL @D Q PHRERWM VDD GDR G \F
LY KLJKHU LQFRPH WDPO®DREG RI D GHFUHDVH IURP RWKHU RSHUDWLC
PLOOLRQ

SDUWLDOO\ RIIVHW E\
LLRQ LQFUHDVH LQ FDVK IORZV X¥HGPLQ QQRF¥1VWRBRI DODUANGL YW RVLHY RULY T

LQYHVWPHQWY LQ SURSHUW\ SODQW DQG HTXLSPHQW DQG LQWDQJLEC
QHZ PRGHOV FRPSRQHQWY DQG LQIUDVWUXFWXUH

$GGLWLRQDO LQIRUPDWLRQ UHODWLQJ WR WKH FDVK IORZV IURP RU X\
\HDUV HQGHG 'HFHPEHWG LV SURYLGHG EHORZ
2SHUDWLQJ $FWLYLWIIFHPEHHDU (QGHG

JRU WKH \HDU HQGHG 'HFBEYEHWORZYV IURP RSHUDWLQJP IDGFUAIRW UK D \ 7
DWWULEXWDEOH WR

L QHW SUWRILW PRIO MGRMXVWHG IRU QRQ FDV IR LOMHRYHISUHFXOGMWQALRQ DQG I
H[SH@VH PLOBLRQFRPH WB[ H[SOHOMEHW ILQDQFLBO H{56QVRW KHQGQR G
FDVK H[SHQVHV QHW PDLQO\ UHODWHG WR SURYLVLRQV DOORZDQ!
LQYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKRG DQG

L L» PLOBLFQ@VK JHQHUDWHG IURP RWKHU RSHUDWLQJ DVVHWY DQG OLI
FDUV PDLQO\ WKH ) DQG VSRQVRUVKLS DIJUHHPHQWYV

SDUWLDOO\ RIIVHW E\

L bL PLOBLRQVK DEVRUEHG E\ LQYHQWRULHY WUDGH UHFHLYDEOHV DQ

° » PLOOURMKLIJKHU LQYHQWRULHY GULYHQ E\ QHZ PRGHOV DQG L
° » PLOOULR®KLIJKHU WUDGH UHFHLYDEOHV GULYHQ E\ VSRQVRUVK
° » PLOOULRR) ORZHU WUDGH SD\DEOHYV

L Yo PLORLR®VK DEVRUEHG E\ UHFHLYDEOHV IURP ILQDQFLQJ DFWLYLYV

SRUWIROLR
Y» PLOGLR®W ILQDQFH FRVWV SDLG DQG

Y b» PLOBLRQFRPH WD[HV SDLG



2SHUDWLQJ $FWLYLWIIFHWPEHHDU (QGHG

JRU WKH \HDU HQGHG 'HFBYEHWORZYV IURP RSHUDWLQJP ID&GFUAIRM@W UH D \ 7
DWWULEXWDEOH WR

L QHW SWRILWPRIO®WEARMXVWHG IRU QRQ %DV R LIOMRB\GHFRONEDWILRQ DQG
H[SH®VH PLORLR@FRPH WD[ H[SHQVH DQG QHW R\ K& ORRRQOR DWHO B |8 H
SURYLVLRQV DOORZDQFHV VKDUH EDVHG FRPSHQVDWLRQ DQG WKH U
PHWKRG

SDUWLDOO\ RIIVHW E\

L L» PLOBLRFQVK DEVRUEHG IURP WKH QHW FKDQJH LQ LOQYHQWRULHV W

° » PLOOURR LQYHQWRULHY GULYHQ E\ DQ HQULFKHG SURGXFW PL
° » PLOOUR®WUDGH UHFHLYDEOHYV GULYHQ E\ SURGXFW PL[ DQG V.
° » PLOOURR KLIJIKHU WUDGH SD\DEOHYV

L bL PLOOHRO®WHG WR FDVK DEVRUEHG E\ UHFHLYDEOHV IURP ILQDQFL
VHUYLFHVY SRUWIROLR

LY PLOBGLRQVK DEVRUEHG IURP WKH FKDQJH LQ RWKHU RSHUDWLQJ DV
Y » PLOGLR®W ILQDQFH FRVWV SDLG DQG

Y L» PLOBLRQFRPH WD[HV SDLG

2SHUDWLQJ $FWLYLWIIFHPEHHDU (QGHG

JRU WKH \HDHUF HHREFHIG FDVK IORZV IURP RSHUDWLQJP IDGFUAIRM@W UM D\ 7
DWWULEXWDEOH WR

L QHW SWRILWPRIO®WEARMXVWHG IRU QRQ %DV R LIOMRB\GHFRONGEDWILRQ DQG
H[SH@VH PLOBLRQFRPH WB[ HPSO@LRQQDQFLD® HPLHOBMHROQDQFLDO LQF
DQ& PLOGRIREWKHU QRQ FDVK H[SHQVHV QHW PDLQO\ UHODWHG
FRPSHQVDWLRQ H[SHQVH DQG WKH UHVXOW IURP LQYHVWPHQWYV DFFRX

L L» PLOBLFQ@VK JHQHUDWHG IURP WKH FKDQJH LQ RWKHU RSHUDWLQJ D
UHFHLYHG IRU RXU FDUV

SDUWLDOO\ RIIVHW E\

L bL PLOBLRFQVK DEVRUEHG IURP WKH QHW FKDQJH LQ LOQYHQWRULHV W

° » PLOOURMLQYHQWRULHYV GULYHQ E\ SURGXFWLRQ SODQQLQJ DC
° » PLOOULR®WUDGH UHFHLYDEOHV SDUWLDOO\ RIIVHW E\
° » PLOOURRKLIKHU WUDGH SD\DEOHYV

LYy PLOOHP@WHG WR FDVK DEVRUEHG E\ UHFHLYDEOHV IURP ILQDQFL

VHUYLFHV SRUWIROLR GXH WR YROXPH JURZWK
Y » PLOBGLR®W ILQDQFH FRVWV SDLG DQG

Y L» PLOBLRQFRPH WD[HV SDLG



,QYHVWLQJ $FWLYLWEHRWEH{HDU (QGHG

JRU WKH \HDU HQGHG 'HFBIWEHORZV XVHG LQ LQ¥HYVWILLQ@JODEWHPIDYULVDL H
DWWULEXWDEOH WR FDSLWDROLGHOR B QCQAWXQHVE ®RH DVVHWY PDLQO\ UHODW
LQWHUQDOO\ JHQHUDWHG % HYPIOCCRBBRRBHRPWR SRYWY DPAPBWIDQG HTXLSPHQW
,QYHVWLQJ $FWLYLWLHV + <HDU (QGHG 'HFHPEHU

JRU WKH \HDU HQGHG 'HFBIWEHORZV XVHG LQ LQ¥HYVWILLQ@JODEWHPIDYULVDL F
DWWULEXWDEOH WR FDSLWDROLGHOR B QCQIWXQHVE ®RH DVVHWY PDLQO\ UHODW
LQWHUQDOO\ JHQHUDWHG % HYPMIOCRBRBHRPWR SRYWY DPAPBWIDQG HTXLSPHQW
,QYHVWLQJ $FWLYLWEHRWEH{HDU (QGHG

JRU WKH \HDU HQGHG 'HFBIWEHORZV XVHG LQ LQ¥HYVWILLQ@JODEWHPIDYULVDL H
DWWULEXWDEOH WR FDSLWDROLGHOR B QCQAWXQHVE ®RH DVVHWY PDLQO\ UHODW
LQWHUQDOO\ JHQHUDWHG % HYPMIOCCRBRBHRPWR SRYWY DPAPBWIDQG HTXLSPHQW

JRU DGGLWLRQDO LQIRUPDWLRQ UHODWLQJ WR DGGLWLRQV ¥™R LQWD
&DSLWDO ([SHAGRWXUHYV:?

JLQDQFLQJ $FWLYLWHRMPEHMHDU (QGHG

JRU WKH \HDU HQGHG '"HFHFHHWKEHORZV XVHG LQ ILQDQFL® U OEMIFYD WLV
DWWULEXWDEOH WR

L » PLOWIRRQHSXUFKDVH FRPPRQ VKDUHV XQGHU WKH &RPSDRLOWIVRQU
IURP RXU SDUWLFLSDWLRQ LQ WKH DFFHOHUDWHG ERRNEXLOG RIIHULC
ZHO® DFLOORBRWKH 6HOO WR &RYHU SUDFWLFH XQGHU WKH *URXSpuV HT

LlL» PLOBLRQYLGHQGYV SDLELERREROQNR RZQHUV RI WKH SPUGI@DMR BRR S D
QRQ FRQWUROOLQJ LQWHUHVWYV

L bL PLOORR@YKH IXOO UHSD\PHQW XSRQ PDWXULW\ RI D ERQG SUHYLR
LY» PLOORRQ@HSD\PHQWY RI ERUURZLQJV IURP EDQNV DQG RWKHU ILQD(
Y» PLOORRQ@HSD\PHQWYV RI RWKHU GHEW
YI» PLOORR@HSD\PHQWYV RI RXU UHYROYLQJ VHFXULWL]DWLRQ SURJUDP
YL PLOORRQ@HSD\PHQWY RI OHDVH OLDELOLWLHV

SDUWLDOO\ RIIVHW E\
YLL PLOOQRSURFHHGV IURP QHZ EDQN ERUURZLQJV
L[» PLOOQRSURFHHGYV IURP RXU UHYROYLQJ VHFXULWL]DWLRQ SURJUDP

[ » PLOOQRSURFHHGV IURP RWKHU GHEW

JLOQDQFLQJ $FWLYLWLHV + <HDU (QGHG 'HFHPEHU

JRU WKH \HDU HQGHG 'HFBHIWEHORZV XVHG LQ ILOQPQFPQO CERBMPDIUWOM"'
DWWULEXWDEOH WR



L » PLOWIRRQHSXUFKDVH FRPPRQ VKDUHV XQGHU WKH &RPSDQ\pV VKDL
&RYHU SUDFWLFH XQGHU WKH *URXSpV HTXLW\ LQFHQWLYH SODQV

LlL» PLOBLRQYLGHQGYV SDLG RI ZKLFK » PLOOLRQ ZDBV RLR REZRGVR/ R
QRQ FRQWUROOLQJ LQWHUHVWYV

L bL PLOORRQ@HSD\PHQWY RI RXU UHYROYLQJ VHFXULWL]DWLRQ SURJUDI

LY» PLOORRQ@HSD\PHQWY RI ERUURZLQJV IURP EDQNV DQG RWKHU ILQD(

Y» PLOORRQ@HSD\PHQWY RI OHDVH OLDELOLWLHY DQG RWKHU GHEW
SDUWLDOO\ RIIVHW E\

Y L» PLOOQRSURFHHGYV IURP WKH LVVXDQFH RI D QHZ » PLOOLRQ ERQG

Y L PLOOQRSURFHHGYV IURP RXU UHYROYLQJ VHFXULWL]DWLRQ SURJUDP

YLL PLOOQRSURFHHGV IURP EDQN ERUURZLQJV DQG

L[» PLOOQRSURFHHGV IURP RWKHU GHEW

JLQDQFLQJ $FWLYLWHRMPEHMHDU (QGHG

JRU WKH \HDU HQGHG '"HFHFHHWKEHORZV XVHG LQ ILQDQFL® U OEMIPYD WLV
DWWULEXWDEOH WR

L » PLOOLRQ IRU WKH IXOO UHSD\PHQW XSRQ PDWXULW\ RI D ERQG
SDUWLDO UHSD\PHQW RI D ERQG GXH LQ IROORZLQJ D WHQGHU RIIH

L L» PLOWIRRQHSXUFKDVH FRPPRQ VKDUHV XQGHU WKH &RPSDQ\pV VKDU
&RYHU3 SUDFWLFH XQGHU WKH HTXLW\ LQFHQWLYH SODQV

L. PLOBLRQRYLGHQGYV SDLELERREROQNR RZQHUV RI WKH SPUGI@DR BRR S D
QRQ FRQWUROOLQJ LQWHUHVWYV

LY» PLOGLR@SD\PHQWY RI ERUURZLQJV IURP EDQNV DQG RWKHU ILQDQF
Y» PLOORRQ@HSD\PHQWYV RI OHDVH OLDELOLWLHV

SDUWLDOO\ RIIVHW E\
Y L» PLOBLBQRFHHGY IURP ERUURZLQJY IURP EDQNV DQG RWKHU ILQDQ

Y L PLOBLRRYRFHHGY QHW Rl UHSD\PHQWY UHODWHG WR RXU UHYROY
SURFHHGVPRIOODEKBQUHSD\PHQWYVY RI » PLOOLRQ

&DSLWDO ([SHQGLWXUHV

&DSLWDO H[SHQGLWXUHV DUH GHILQHG DV DGGLWLRQV WR SURSHUW
UHFRJQL]JHG LQ DAFFRUGDH QHFDIVARIBNKQWDQJIJLEOH DVVHWYV

2XU FDSLWDO LQYHVWPHQWY SULPDULO\ VXSSRUW WKH RQJRLQJ UHQF
GHYHORSPHQW DFWLYLWLHV ZLWK D IRFXV RQ LQQRYDWLRQ DQG WKH F
HISHQGLWXUHV VXSSRUW LQYHVWPHQWY LQ RXU LQGXVWULDO DFWLYLWLHYV
KRXVH GHYHORSPHQW RI FRUH FRPSRQHQWYV



2YHUDOO WKHVH LQYHVWPHQWY DUH DOLJQHG ZLWK RXU VWUDWHJ\ V
WKURXJK RQJRLQJ PRGHO ODXQFKHYVY DV ZHOO DV WR VXSSRUW FXUUHQW L
VXSSRUWLQJ RXU OLIHVW\OH DFWLYLWLHYV

&DSLWDO H[SHQGLWXUHV IRU WKH \HDDNQOGHQGEIE HPHLPBEHBRQPLOOLRQ
DG PLOOULHRWSHFWLYHO\

7KH IROORZLQJ WDEOH VHWY IRUWK D EUHDNGRZQ RI FDSLWDO H[SF
'"HFHPEHU DQG

JRU WKH \HDUV HQGHG '"HFHPEHU

» PLOOLRQ
,QWDQJLEOH DVVHWYV
(IWHUQDOO\ DFTXLUHG DQG LQWHUQDOO\ JHQHUDWHG GHYHORSPHQW FRVWYV
SDWHQWY FRQFHVVLRQV DQG OLFHQVHV
2WKHU LQWDQJLEOH DVVHWYV
7TRWDO LQWDQJLEOH DVVHWYV
BURSHUW\ SODQW DQG HTXLSPHQW
/IDQG DQG ,QGXVWULDO EXLOGLQJV
30DQW PDFKLQHU\ DQG HTXLSPHQW
2WKHU DVVHWYV
$GYDQFHY DQG DVVHWY XQGHU FRQVWUXFWLRQ
7RWDO SURSHUW\ SODQW DQG HTXLSPHQW
Rl ZKLFK OHDVHVY UHFRJQL]J]HG LQ DFFRUGDQFH ZLWK ,)56
7TRWDO FDSLWDO H[SHQGLWXUHYV

,QWDQJLEOH DVVHWYV

2XU FDSLWDO H[SHQGLWXUHY¥ IRRLO®WPR @ UODOMRKD® VPYOBR/BRANMKH \HDUV H
'"HFHPEHU DQG UHVSHFWLYHO\

7KH PRVW VLIJQLILFDQW LQYHVWPHQWY LQ LOWDQJLEOH DVVHWYV UH
GHYHORSPHQW FRVWYVY ZKLFK PDLQO\ FRPSULVH PDWHULDOV DQG SHUVR
GHYHORSPHQW DFWLYLWLHYV 7KHVH LQYHVWPHQWY VXSSRUW ERWK RXU FX
DGYDQFHG WHFKQRORJLHV LQFOXGLQJ K\EULG DQG HOHFWULF DV ZHOO D
FDUV WR HQDEOH FROQWLQXHG SHUIRUPDQFH XSJUDGHV IRU RXU FXVWRPHU\

&DSLWDOL]JHG GHYHORSPH Q VP LFKRIVQRQ»D P RALDDIYE QURG PLOQQRQ
UHSUHVHQWHQFHQ®WHUMPH®N SHUFHBWSHFWLYHO\ RI WRWDO UHVHDUFK DQ
FDSLWDOL]HG DQG H[SHQVHG DQG UHIOHFWLQJ WKH WLPLQJ DQG QDWXUH

2] WKH FDSLWDOL]HG GHYHORSRPRHQWLPROWLWRQ SQYERDUHG\LWHODWHG WR
IXWXUH \HDUV ZKLOH » PLOOLRQ SULPDULO\ UHODWHG WR HQKDQFHPHQ
FRUUHVSRQGLQJ DPRXQWYV ZHUH » PD®MELRQ PQOGGLR@PDMELRQ IFAOOLRQ L



BURSHUW\ SODQW DQG HTXLSPHQW

2XU FDSLWDO H[SHQGLWXUHV IRU SY¥RSAUMWLBQDOQORBQ & LHOORLUS GHKGW
\HDUV HQGHG '"HFHPEHNQG UHVSHFWLYHBMO\PRO@KRBRKOODKQ PLOOHRPR@WHG W
ULJKW RI XVH DVVHWYV

‘H PDGH VLIQLILFDQW LQYHVWPHQWY LQ LQIUDVWUXFWXUH FRQVLVWH
RXU SURGXFW SRUWIROLR DQG VXSSRUWLQJ IXWXUH PRGHO ODXQFKHV ,Q S

t+ FDU DQG HQJLQH SURGXFWLRQ OLQHV LQFOXGLQJ IRU PRGHOV WR
SHUVRQDOL]DWLRQ SURJUDPYV

t WKH QHZ SDLQW VKRS WKH FRQVWUXFWLRQ RI ZKLFK FRPPHQFHG LQ
¥ RXU QHZ H %XLOGLQJ ZKLFK ZDV LQDXJXUDWHG LQ -XQH
$WHFHPEHU WKH *URXS KDG FRQWUDFWXDO FRPPLWPHQWYV IRU WKH
DPRXQWAQIPULROLRPLOOMRMHFHPEHU UHIOHFWLQJ WKH VLIJQLILFDQW LQYH
HISDQG RXU YHKLFOH DUFKLWHFWXUHY VWUHQJWKHQ RXU LQIUDVWUXFW X
DGYDQFHG WHFKQRORJLHV VXFK DV K\EULG DQG HOHFWULF SRZHUWUDLQV

&ERQWUDFWXDO 2EOLJDWLRQV

7KH IROORZLQJ WDEOH VXPPDUL]HV SD\PHQWYV GXH XQGHU RXU VLJQI

\PHQWYV GXH E\ SHULRG

3D
/IHVV WKD@R WR $IWHU
\HDU \HDUV \HDUV \HDUV

» PLOOLRQ

7TRWDO

/RQJ WHUP GHEW

,QWHUHVW RQ ORQJ WHUP GHEW

/HDVH REOLJDWLRQV SULQFLSDO

/JHDVH REOLJDWLRQV LQWHUHVW

8QFRQGLWLRQDO PLQLPXP SXUFKDVH REOLJDWLRQV +
3XUFKDVH REOLJDWLRQV + +
7RWDO FRQWUDFWXDO REOLJDWLRQV

BEBBBBEBBBBBBBBBBBBBEBBBBBBBBBB

$PRXQWYV SUHVHQWHG UHODWH WR WKH SULQFLSDO DPRXQWV RI ORQJ WHUP GHEW H[FOXC
GXH )RU DGGLWLRQDO LQIRUPDWLRQ VHH 1RWH 2’HEW?® WR RXU &RQVROLGDWHG )LQDQF]
GRHV QRW LQFOXGH VKRUW WHUP GHEW REOLJDWLRQV 6HH WKH WDEOH EHORZ IRU D UHFR
UHFRUGHG LQ WKH FRQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ LQFOXGHG ZLWKIL
$PRXQWYV LQFOXGH LQWHUHVW SD\PHQWY EDVHG RQ WKH FRQWUDFWXDO WHUPV DQG FXUU
WKH\ ZHUH GHWHUPLQHG XVLQJ WKH UDWHV LQ HIIHFW DW 'HFHPEHU

/HDVH REOLJDWLRQV PDLQO\ UHODWH WR OHDVHV IRU )HUUDUL VWRUHV LQGXVWULDO EXL
8QFRQGLWLRQDO PLQLPXP SXUFKDVH REOLIJDWLRQV UHODWH WR RXU XQFRQGLWLRQDO SXI
RU VHUYLFHV IURP VXSSOLHUV ZLWK IL[HG DQG GHWHUPLQDEOH SULFH SURYLVLRQV )URP
YDULRXV DUUDQJHPHQWY ZLWK NH\ VXSSOLHUV LQ RUGHU WR HVWDEOLVK VWUDWHILF DQG
WR UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHY DQG WR D OHVVHU H[WHQW WRROLQJ RE!
SXUFKDVH D PLQLPXP TXDQWLW\ Rl JRRGVY DQG RU VHUYLFHV LQ FRQQHFWLRQ ZLWK FHUWDI
3XUFKDVH REOLJDWLRQV UHSUHVHQW REOLJDWLRQV WR SXUFKDVH SURSHUW\ SODQW DQG

7KH ORQJ WHUP GHEW REOLJDWLRQV UHIOHFWHG LQ WKH WDEOH DER
FRQVROLGDWHG VWDWHPHQW RI ILQDQHLD ® XIR &IRQVAR® LDG/D WHHFGH P EGIDIQ F L D (
HOVHZKHUH LQ WKLV GRFXPHQW DV IROORZV



» PLOOLRQ

'"HEW

6KRUW WHUP GHEW REOLJDWLRQV

/IHDVH OLDELOLWLHYV

$FFUXHG LQWHUHVW DQG DPRUWL]HG FRVW HIIHFWV
/IRQJ WHUP GHEW

BHQVLRQ SRVW HPSOR\PHQW EHQHILWY DQG RWKHU SURYLVLRQV IRU HPSOI

‘H SURYLGH SRVW HPSOR\PHQW EHQHILWYV IRU FHUWDLQ DFWLYH HPS(
EHQHILWY RQ WKH EDVLV RI WKH W\SH RI EHQHILW SURYLGHG DQG LQ SDUW
RU RWKHU SURYLVLRWVHRHPERSOWRKHHOLDELOLW\ IRU VXFkK REOIQ®MW@RQV D
PLOODRAFHPEHU 6HH 1R3WPSOR\HH EM@HWWKN3&RQVROLGDWHG )LQDQFLD
HOVHZKHUH LQ WKLV GRFXPHQW

2ZWKHU FRPPLWPHQWY DQG REOLJDWLRQV

‘H KDYH HQWHUHG LQWR YDULRXV DUUDQJHPHQWY ZLWK XQFRQVROLC
XQGHU ZKLFK ZH KDYH FHUWDLQ FRPPLWPHQWY DQG REOLJDWLRQV WKDW [
VWDWHPHQW RI ILQDQFLDO SRVLWLRQ )R&RPEGWRMERYWE H. GIRQ\PROLLAIDN M
BWDWHPHQWY LQFOXGHG HOVHZKHUH LQ WKLV GRFXPHQW



1RQ *$$3 )LQDQFLDO OHDVXUHYV

‘H PRQLWRU DQG HYDOXDWH RXU RSHUDWLQJ DQG ILQDQFLDO SHUIRU!
ILQDQFLDO PHDVXUHV LQFOXGLQJ VHYHUDO DGMXVWHG PHDVXUHV ZKLFK Z
SHUIRUPDQFH DQG IDFLOLWDWH WKH FRPSDUDELOLW\ RI UHVXOWY EHWZHHC

‘H EHOLHYH WKDW WKHVH QRQ *$$3 ILOQDQFLDO PHDVXUHV SURYLGH X
LQYHVWRUYV UHJDUGLQJ RXU SHUIRUPDQFH DQG LPSURYH WKH DELOLW\ WF
7KH\ DOVR SURYLGH XV ZLWK FRPSDUDEOH PHDVXUHV WKDW IDFLOLWDWH P
PDNH GHFLVLRQV UHJDUGLQJ IXWXUH VSHQGLQJ UHVRXUFH DOORFDWLRQV
PHDVXUHV IRU EXGJHWLQJ DQG EXVLQHVYVY SODQV SHUIRUPDQFH PRQLWRL
SXUSRVHYV

,Q SDUWLFXODU ZH XVH WKH IROORZLQJ QRQ *$%$3 ILQDQFLDO PHDVXI
$GMXVWHG (%,7'$ $GMXVWHG 2SHUDWLQJ 3URILW $GMXVWHG (%,7 $GMXV
6KDUH $GMXVWHG 'LOXWHG (DUQLQJV SHU &RPPRQ 6KDUH 1HW 'HEW DQG )|
PHDVXUHG RQ D FRQVWDQW FXUUHQF\ EDVLYV

,Q DGGLWLRQ WR WKH DIRUHPHQWLRQHG QRQ *$$3 ILQDQFLDO PHDVXU
IROORZLQJ QRQ *$$3 ILQDQFLDO PHDVXUHV IRU RXU LQGXNM W&DD/X )6 RZ Y\
,QGXVWULDO $FWLYLWLHW QPOXGEAXVW BIL DK B FWRKISMYHYVFWLYLWLHV H[FH
PDQDJHG E\ WKH ZKROO\ RZQHG VXEVLGLDU\ )HUUDUL )LQDQFLDO 6HUYLFH
ILQDQFLQJ IRU WKH VDOH RI J)HUUDUL FDUV LQ WKH 8QLWHG 6WDWHV DQG W

KLOH VLPLODU PHDVXUHYVY DUH IUHTXHQWO\ XVHG E\ RWKHU FRPSDQLH
*$$3 ILQDQFLDO PHDVXUHV ZH XVH PD\ QRW EH FRPSDUDEOH WR RWKHU VLF
WKH\ LQWHQGHG WR EH VXEVWLWXWHY IRU PHDVXUHV RI ILQDQFLDO SHUIF
,)56 $FFRXQWLQJ 6WDQGDUGV

(%,7'$ DQG $GMXVWHG (%,7'$
(%,7'$ LV GHILQHG DV QHW SURILW EHIRUH LQFRPH WD[ H[SHQVH ILQD
GHSUHFLDWLRQ $GMXVWHG (%,7'$ LV GHILQHG DV (%,7'$ DV DGMXVWHG IR
QDWXUH H[SHFWHG WR RFFXU LQIUHTXHQWO\ DQG WKDW PDQDJHPHQW FRC
7KH IROORZLQJ WDEOH SUHVHQWY WKH FDOFXODWLRQ RHRMWPEHWQG $

DQG DQG SURYLGHV D UHFRQFLOLDWLRQ Rl WKHVH QRQ *$$3 PHDV.
LPSDFWLQJ $GMXVWHG (%,7'$ WKHUHIRUH $GMXVWHG (%,7'$ ZDV HTXDO WR

JRU WKH \HDUV HQGHG 'HFHPEHU

» PLOOLRQ
1HW SURILW
,QFRPH WD[ H[SHQVH
JLODQFLDO H[SHQVHV LQFRPH QHW
2SHUDWLQJ SURILW (%,7
$PRUWL]|DWLRQ DQG GHSUHFLDWLRQ
(%,7'$
$GMXVWPHQWYV
$GMXVWHG (%,7'$

I+
I+
I+




$GMXVWHG 2SHUDWLQJ 3URILW $GMXVWHG (%,7

$GMXVWHG 2SHUDWLQJ 3URILW $GMXVWHG (%,7 LV GHILQHG DV RSHUI

FRVWY ZKLFK DUH VLJQLILFDQW LQ QDWXUH H[SHFWHG WR RFFXU LQIUHTXF
RSHUDWLRQDO DFWLYLWLHYV

7KH IROORZLQJ WDEOH SUHVHQWY RSHUDWLQJ SURILW (%,7 DQG $GM
HQGHGHPEHU DQG 7KHUH ZHUH QR DGMXVWPHQWY LPSDFWLQJ RSHUD\
2SHUDWLQJ 3URILW $GMXVWHG (%,7 ZDV HTXDO WR RSHUDWLQJ SURILW (%

JRU WKH \HDUV HQGHG 'HFHPEHU

» PLOOLRQ
2SHUDWLQJ SURILW (%,7

$GMXVWPHQWYV
$GMXVWHG 2SHUDWLQJ B3URILW $GMXVWHG (%,7

I+
I+
I+

$GMXVWHG 1HW 3URILW

$GMXVWHG 1HW 3URILW LV GHILQHG DV QHW SURILW DV DGMXVWHG IR

VLIQLILFDQW LQ QDWXUH H[SHFWHG WR RFFXU LQIUHTXHQWO\ DQG WKDW
DFWLYLWLHYV

7KH IROORZLQJ WDEOH SUHVHQWY QHW SURILWHPRABEH®MXVWH®GHW 3

7KHUH ZHUH QR DGMXVWPHQWY LPSDFWLQJ QHW SURILW WKHUHIRUH $
SUHVHQWHG

JRU WKH \HDUV HQGHG 'HFHPEHU

» PLOOLRQ
1HW SURILW

$GMXVWPHQWYV
$GMXVWHG 1HW 3URILW

I+
I+
I+

$GMXVWHG %DVLF (DUQLQJV SHU &RPPRQ 6KDUH DQG $GMXVWHG 'LOXWHG (|

$GMXVWHG %DVLF (DUQLQJV SHU &RPPRQ 6KDUH DQG $GMXVWHG 'LOXW
HDUQLQJV SHU VKDUH DQG GLOXWHG HDUQLQJY SHU VKDUH UHVSHFWLYHO

ZKLFK DUH VLJQLILFDQW LQ QDWXUH H[SHFWHG WR RFFXU LQIUHTXHQWO\
RSHUDWLRQDO DFWLYLWLHYV

7KH IROORZLQJ WDEOH SUHVHQWY $GMXVWHG %DVLF (DUQLQJV SHU
&RPPRQ 6KDUH IRU YWHKEHHREBUYV HQE@HXG 7KHUH ZHUH QR DGMXVWPHQWYV LPES
SHU FRPPRQ VKDUH DQG GLOXWHG HDUQLQJYV SHU FRPPRQ VKDUH WKHUH
$GMXVWHG 'LOXWHG (DUQLQJV SHU &RPPRQ 6KDUH ZHUH HTXDO WR EDVLF
FRPPRQ VKDUH IRU WKH SHULRGY SUHVHQWHG



JRU WKH \HDUV HQGHG 'HFHPEHU

1HW SURILW DWWULEXWDEOH WR RZQHUV PRIOWKR@&RPSDQ\

"HLIJKWHG DYHUDJH QXPEHU RI FRPPRQ U EDVLF HDUQLQJV SHU
HLIKY WRYYY 3%

%DVLF HDUQLQJVY SHU FRPPRQ VKDUH »
$GMXVWPHQWYV »
$GMXVWHG %DVLF (DUQLQJV SHU &RPPRQ %KDUH

I+
I+
I+

ﬁHJKWHGDYHUDJHQXPEHURIFRPNNQ%&%%@Bé%UGLOXWHGHDUQLQJVSHU
VKDUH

'LOXWHG HDUQLQJV SHU FRPPRQ VKDUH »
$GMXVWPHQWYV »
$GMXVWHG 'LOXWHG (DUQLQJV SHU &RPPRQ 6KDUH

BBBEBBBBBBBBBBBBBBBBBBBBBBBBBB
JRU WKH \HDUV HQGHG 'HFHPEHU DQG WKH ZHLJKWHG DYHUDJH QXPEHU RI FR
LQFUHDVHG WR WDNH LQWR FRQVLGHUDWLRQ WKH GLOXWLYH HIIHFWV Rl WKH SRWHQWLDO
SHUFHQW RI WKH WDUJHW DZDUGVY YHVWHG

I+
I+
I+

)RU WKH FDOFXODWLRQ Rl WKH EDVLF HDUQLQJV SHU FRPPRQ VKDUH
2(DUQLQJV SHWR6WEBHHPRQVROLGDWHG )LQDQFLDO 6WDWHPHQWY LQFOXGHG

1HW '"HEW DQG 1HW ,QGXVWULDO 'HEW

'XH WR GLIITIHUHQW EDODQFH VKHHW VWUXFWXUHY OHYHUDJH LPSOLFD
EHWZHHQ LQGXVWULDO DFWLYLWLHY DQG ILQDQFLDO VHUYLFHV DFWLYLWL
PHDVXUHYV XVHG E\ XV WR DQDO\]H RXU FDSLWDO VWUXFWXUH DQG ILQDQFLI

¥ 1HW '"HWMWGHILQHG DV GHEW OHVV FDVK DQG FDVK HTXLYDOHQWY DQG |
JLQDQFLDO 6HUYLFHV $FWLYLWLHV ZKLFK DUH ERWK GHILQHG EHORZ

¥ 1HW ,QGXVWUVULDEHIHEMWG DV GHEW RI RXU LQGXVWULDO DFWLYLWLHV C
DFWLYLWLHYV 1HW ,QGXVWULDO 'HEW UHSUHVHQWY RXU 1HW '"HEW OHYV
EHORZ ,QGXVWULDO DFWLYLWLHV LQFOXGH DOO RI WKH *URXSpuV DI
DFWLYLWLHYV

$ 1HW 'HEW Rl )LQDQFLDO 6 GHIEAW GMWLEHEWHRI RXU ILQDQFLDO VHUY
HTXLYDOHQWY RI RXU ILQDQFLDO VHUYLFHV DFWLYLWLHV 7KH *URXSy
VXEVLGLDU\ )HUUDUL )LQDQFLDO 6HUYLFHV ,QF ZKRVH SULPDU\ EXVL
YHUUDUL FDUV LQ WKH 8QLWHG 6WDWHV DQG WR PDQDJH WKH UHODWH
BHUYLFHV $FWLYLWLHV SULPDULO\ UHODWHVY WR RXU DVVHW EDFNHG |
RXU ILQDQFLDO VHUYLFHV DFWLYLWLHYV LQ WKH 8QLWHG 6WDWHV DC
XQGHUVWDQGLQJ Rl WKH UHODWLRQVKLS EHWZHHQ 1HW 'HEW DQG 1t}
PDQDJHPHQW



7KH IROORZLQJ WDEOH SUHVHQWV 1HW 'HEW 1HW 'HEW Rl )LQDQFLCL
'HFHPEHU DQG

$W 'HFHPEHU

. JLQDQFLDO-yvwuL J)LQDQFLDOs v ywuLDO
URXS 6HUYLFHWSGXYWULLG s HUYLF Ry
sSFWLYLWEHW LYL

» PLOOLRQ
$VVHW EDFNHG ILQDQFLQJ 6HFXULWL]DWLRQV +
%RQGV DQG QRWHYV +

%RUURZLQJV IURP EDQNV DQG RWKHU
ILQDQFLDO LQVWLWXWLR

/HDVH OLDELOLWLHYV
2ZWKHU GHEW
7TRWDO GHEW ZLWK WKLUG SDUWLHYV

I+

I+

Q D
WLRQV

I+
I+

I+

,QWHUFRPSDQ\ +
7RWDO GHEW QHW RI LQWHUFRPSDQ\

&DVK DQG FDVK HTXLYDOHQWYV

1HW '"HEW

BBBBBBBBBEBBBBBBBBBBBBBBBBBBBB
5HSUHVHQWYV LQWHUFRPSDQ\ GHEW UHFHLYDEOHY EHWZHHQ LQGXVWULDO DFWLYLWLHV DC

JRU DGGLWLRQDO LQIRUPDWLRQ URUOIEMARI WHKRH RXARQ GRIEGMG DWHHHG 1)RWE
LOQFOXGHG HOVHZKHUH LQ WKLY GRFXPHQW

7KH 1HW 'HEW Rl )LQDQFLDO 6HUYLFHV $FWLYLWLHY SULPDULO\ UHOD
UHFHLYDEOHYV JHQHUDWHG E\ RXU ILQDQFLDO VHUYLFKHV DR OOOMIHY LQ W
PLOORWQ@HFHPEHU DQG UHVSHFWLYHO\ )RU DGGLWLRQDO LQIRUF
DFWLYLWLHY DQG RXU DVVHW EDFNHG PRADQHIQQWN 5VMFHRXY DW O HDW D RIBYZLBWWKH K
IRWHR'HEWVR WKH &4RQVROLGDWHG )LOQDQFLDO 6WDWHPHQWY LQFOXGHG HOV

&DVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDBOHQWYODRRRYVHHPE HURFRPSDWHG WHRL O DIR Q
'"HFHPEHU

$W 'HFHPEHU SHUFRMIQRWU FDVK DQG FDVK HTXLYDOHQWYHIDHB W HQ
'"HFHPEHU 2XU FDVK DQG FDVK HTXLYDOHQWY GHQRPLQDWHG LQ FXUUHQ
JHUUDUL 6 S $ DQG FHUWDLQ VXEVLGLDULHY WKDW RSHUDWH LQ FRXQWULL
DQG FDVK HTXLYDORKOWK DQHH SIIRWKH(TXLYDOHQWY DQG 1RWHV WR WWR &RQ
WKH &8RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY LQFOXGHG HOVHZKHUH LQ W



$ EUHDNGRZQ RI FDVK DQG FDVK HTXLYDOHQWYV E\ FXUUHQF\ LV SUHVH
$W 'HFHPEHU

» PLOOLRQ
(XUR
8 6 'ROODU
&KLQHVH <XDQ
3RXQG 6WHUOLQJ
2WKHU FXUUHQFLHYV
7TRWDO

&DVK FROOHFWHG IURP WKH VHWWOHPHQW RI UHFHLYDEOHYV XQGHU
UHJDUGLQJ LWV XVH DQG LV SULPDULO\ DSSOLHG WR UHSD\ SULQFLSDO D
DPRXQWHGCWROWVRMHFHPEHYW PLOOWRMIFHPEHU

$YDLODEOH OLTXLGLW\

$W 'HFHPEHU RXU DYDLODEOH OLTXLGLW\ UHSUHVHQWHG E\ FDVK DQ
FUHGLW CGCLQHWLOBM RQPLODWRB@AFHPEHU

$ EUHDNGRZQ RI RXU DYDLODEOH OLTXLGLW\ LV SUHVHQWHG EHORZ
$W '"HFHPEHU

» PLOOLRQ
&DVK DQG FDVK HTXLYDOHQWYV
8QGUDZQ FRPPLWWHG FUHGLW OLQHV
$YDLODEOH OLTXLGLW\

7TKH XQGUDZQ FRPPLWWHG FUHGLWDQGQHWVHOWWHRAMREHUYROYLQJ FUH
DGGLWLRQDO LQIRUZPBBMMRR) WNIKHHHARROWVIROLGDWHG )LQDQFLDO 6WDWHPHQWYV

JUHH &DVK )ORZ DQG )UHH &DVK )ORZ IURP ,QGXVWULDO $FWLYLWLHV

JUHH &DVK )J)ORZ DQG )UHH &DVK )ORZ IURP ,QGXVWULDO $FWLYLWLHV L
PHDVXUH WKH *URXSpV SHUIRUPDQFH DQG FDVK IORZ JHQHUDWLRQ 7KHVH
DYDLODEOH IRU GLVFUHWLRQDU\ SXUSRVHYV

¥ )UHH &DVKLYORHRILQHG DV FRQVROLGDWHG FDVK IORZV IURP RSHUDWLQ
DQG HTXLSPHQW H[FOXGLQJ ULJKW RI XVH DVVHWYVY UHFRJQL]HG GXUL
DQG LQWDQJLEOH DVVHWYVY )UHH &DVK )ORZ LV FRPSRVHG RI )UHH &DVI
I[URP )LOQDQFLDO 6HUYLFHYV $FWLYLWLHV ZKLFK DUH ERWK GHILQHG EH

f J)UHH &DVK )ORZ IURP ,QGXVWIHIDQHEFWYVYERNKIMORZY IURP RSHUDWLQ
DFWLYLWLHY OHVV LQYHVWPHQWY LQ SURSHUW\ SODQW DQG HTXLSP
SHULRG LQ DFFRUGDQFH ZLWK ,)56 + /[HDVHV DQG LQWDQJLEOH DVVLE
,QGXVWULDO $FWLYLWLHY UHSUHVHQWY RXU JUHH &DVK )ORZ OHVV RX
GHILQHG EHORZ ,QGXVWULDO DFWLYLWLHY LQFOXGH DOO RI WKH *UR]
DFWLYLWLHYV

¥ )UHH &DVK )ORZ IURP )LQDQFLLDY GHUQHBVDYFWLRLYKWORVZY IURP RSHL
ILQDQFLDO VHUYLFHV DFWLYLWLHYVY OHVV LQYHVWPHQWY LQ SURSHU
UHFRJQL]HG GXULQJ WKH SHULRG LQ DFFRUGDQFH ZLWK ,)56 + /HDVI
DFWLYLWLHYV 7KH *URXSpuV ILQDQFLDO VHUYLFHV DFWLYLWLHYV UHOD\



6HUYLFHV ,QF ZKRVH SULPDU\ EXVLQHVV LV WR RIIHU UHWDLO FOLH
6WDWHVY DQG WR PDQDJH WKH UHODWHG ILQDQFLDO UHFHLYDEOHV SR
GULYHQ E\ WKH FKDQJH LQ LWV ILQDQFLDO UHFHLYDEOHV SRUWIROLI
RSHUDWLQJ UHVXOW GXULQJ WKH SHULRG )UHH &DVK )ORZ IURP )LQD
SXUSRVHV WR IDFLOLWDWH DQ XQGHUVWDQGLQJ RI WKH UHODWLRQV
,QGXVWULDO $FWLYLWLHY ZKLFK DUH WKH PHDVXUHV XVHG E\ PDQDJH

7KH IROORZLQJ WDEOH SUHVHQWY )J)UHH &DVK )J)ORZ )UHH &DVK )ORZ |
JORZ IURP ,QGXVWULDO $FWLYLWLHV IRU WKQGHDUY HQGHG 'HFHPEHU

JRU WKH \HDUV HQGHG 'HFHPEHU

. )LQD QFL XV WU, )LQDQFLDOy v wu, )LQ QFL XVWULDO
URXS SHUY Fé%abYLWP%%S 6HUYLF£¥®VYLW?%%S SHUY Eé%%bYLWLHV

$SFWLYL $FWLYL
» PLOOLRQ
&DVK IORZV IURP XVHG LQ
RSHUDWLQJ DFWLYLWLHV
,QYHVWPHQWY LQ SURSHUW\ SODQW
DQG HTXLSPHQW DQG LQWDQJLEDH + +

DVVHWYV
JUHH &DVK )ORZ

BBBBBBBBBBBBBBBBBBBBBBBBBBBBB
JLQDQFLDO VHUYLFHV DFWLYLWLHV PDLQO\ UHIOHFW WKH RXWIORZV GHULYHG IURP WKH LQ
ILQDQFLQJ DFWLYLWLHV LQ WKH FRQW RO LRELD0/H B QPW DINHEP®I Q WL R IOR B QKKIKD REDURIHQGHG 'HF!
DQG UHVSHFWLYHO\

JUHH &DVK )ORZ IRU WKH \HDU HQGHG PLEOERER|D bHG RMPDMREBR @WKH \HDL
HQGHG 'HFHPEHU» PLOOOR® QWKH \HDU HQGHG 'HFHPEHU JRU DQ H[SC
&DVK )ORZ&VUMK )ORER¥H

JUHH &DVK )ORZ IURP ,QGXVWULDO $FWLYLWLADYIRU RALIOHDMRDQ AHIHDH/G
» PLOGBRRQDWHG WWRLORUWIR@KH \HDU HQGHG "HFHRBHWHDVH ZDV SULPDULC
L DQ LQFUHDVH LQ $GMXVWHG (%,7'$ »URMR IRXAL R Q L WVWQ RMPRP BW U HIGWWIH
» PLODQRQ LL D GHFUHDVH LQ FDVK DEVRUEHG IURP LQYHQWRULHYV
PLOOLRQ D SRVLWLYH LPSDFW IURP RWKHU R BE& O0DERQYPI DA VIHGWD Q RIGVOUW B [E
PDLQO\ WKH ) DQG VSRQVRUVKLS DJUHHPHQWYV LY D GHPROHDR® LY LQ
ORZHU LQFRPH WDPHOY GIRMGBNRDOO\ RIIVHW E\ YL KLIKHULQOGMROQAQDQFH FRV)

JUHH &DVK )ORZ IURP ,QGXVWULDO $FWLYLWLHDAIRU PALIOHDIR RQ AHUHDH/G
» PLOGRRODWHG PLRORBR@WKH \HDU HQGHG 7KRAHPE@HRUHDVH ZDV SULPDULO\ D
LQFUHDVH LQ $GMXVWHG (%,7'$ IURP R RUOGLRQVMIOUDYR QFFRPISYDLIHLGH W R |
PLOOL@®Q DQG LL D GHFUHDVH LQ FDVK DEVRUEHG IURP LQ YHQMRIUAIRQ W
DQG LLL ORZHU ILQ® QPH CFEEBRADW ISDQG\ RRIIVHW E\ LY DQ LQFUHDVH LQ L¢
HTXLSPHQW MRIO @R LQWDQJLkE O H LLDVOUHRMYHRWLQJ RXU LQLWLDWLYHV IRU
GHYHORSPHQW DQG Y KLJKHPLODBEREH YLD [DSGHEURIDVH IURP RWKHU RSHUL
» PLOOLRQ

&RQVWDQW &XUUHQF\ ,QIRUPDWLRQ

TKRESHVXOWYV Rl 2GIHUMDWNVNRQQY:DERYH LQFOXGHYV LQIRUPDWLRQ DERXW |
EDVLVY ZKLFK H[FOXGHV WKH HIIHFWV RI IRUHLJQ FXUUHQF\ WUDQVODWLRGQ
(XUR DV ZHOO DV WKH HIIHFWV RI IRUHLJQ FXUUHQF\ WUDQVDFWLRQ LPSDI
DVVHVV KRZ WKH XQGHUO\LQJ UHYHQXHVY FKDQJHG LQGHSHQGHQW RI IOXFW
FDOFXODWH FRQVWDQW FXUUHQF\ E\ L DSSO\LQJ WKH SULRU SHULRG DY
SHULRG UHYHQXHV RI IRUHLJQ VXEVLGLDULHY H[SUHVVHG LQ ORFDO IXQFW
DYHUDJH IRUHLJQ FXUUHQF\ H[FKDQJH UDWHV WR FXUUHQW SHULRG UHYF
FXUUHQF\ RI WKH DSSOLFDEOH HQWLW\ DQG LLL HOLPLQDWLQDWHKWHLDPS|



$FFRXQWLQJIJVBR OMLKHHMEQVROLGDWHG )LQDQFLDO 6WDWHPHQWY LQFOXGHG
IRUHLJQ FXUUHQF\ H[FKDQJH UDWHV DSSOLHG $OWKRXJIK ZH GR QRW EH
PHDVXUHVY ZH GR EHOLHYH WKDW UHYHQXHV H[FOXGLQJ WKH LPSDFW RI F
DGGLWLRQDO XVHIXO LQIRUPDWLRQ WR LQYHVWRUYV UHJDUGLQJ WKH RSHUD



ODMRU 6KDUHKROGHUYV

([RU LV RXU ODUJHVW VKDUHKROGH U MAMKRHXW KV KW ¥ HIXRSOUER[Q P DLV MVAH\U |
FRPPRQ VKDYMEUXDMURI $V D UHVXOW RI WKH OR\DOW\ YRWLQJ PHFKDQLVP

SHUFHQW EDXIRU\ ,Q DGGLWHRQXDV\RIFUXVW 3LHUR )HUUDUL D -HUVH\
OU 3LHUR )HUUDUL KROGWHDBEBQRI[IRADRKXHORXWVWDQGLQJ FRPPRQ VKDUHYV
VXFK VKDUHV LQFOXGLQJ WKH ULJKW WR H[HUFLVH WKH YRWLQJ ULJKWYV RI
PHFKDQLVP D YRWLQJ SRZHU SHUBPS®WR [ZRBIWFHUFHQWDJHYV RI RZQHUVKLS
FDOFXODWHG EDVHG RQ WKH QXPEHU RI RXWVWDQGLQJ VKDUHV QHW RI WU

([RU DQG OU 3LHUR )HUUDUL LQIRUPHG XV WKDW WKH\ KDYH HQWHUHC
WR UHIOHFW DGKHUHQFH E\ 7UXVW 3LHWBRKDHHKRO G HUXRPRIWMHHBHEHMDRZ XQC

([RU LV FRQWUROOHG E\ *LRYDQQL $JQHOOL % 9 2*x $ 3 ZKLFK KRC
RXWVWDQGLQJ RUGLQDU\ VKDUHYV DQG SHUFHQW RI LWV YRWLQJ ULJKY)
*$ LV D 'XWFK SULYDWH FRPSEOVZRWHK Q@ YHMHIQQOHRAR WY BDEDGS LRAVHRVL B K SLHQW MAUHH
UHSUHVHQWHG E\ VKDUHV IRXQGHG E\ *LRYDQQL $JQHOOL DQG FXUUHQW
GHVFHQGDQWYV RI *LRYDQQL $JQHOOL IRXQGHU RI )LDW ,WV SUHVHQW SUL(
RI HTXLW\ LQWHUHVWY LQ SXEOLF DQG SULYDWH HQWLWLHY DQG LQ SDUW
RI' LWV FRQWUROOLQJ HTXLW\ LQWHUHVWY 7KH PDQIZHWH GILURHQ@RBUWORF
$JQHOOL /XFD )HUUHUR GHp *XEHUQDWLV-RKD@QRVIODDS HdH QHENEAMUR Y)HOC
3DVLQL $OMRIQXWVWHQEHUJ DQG 1LFFROz &DPHUDQD

2Q )HEUXDU\ ([RU FDUULHG RXW DQ DFFHOHUDWHG ERRNEXLOG
UHSUHVHQWLQJ DSSUR[LPDWHO\ RI WKH WKHQ RXWVWDQGLQJ FRPPRC
SDUWLFLSDWHG LQ WKH RIITHULQJ E\ SXUFKDVLQJ 1R FRPPRQ VKDUHV
RI LWV VHYHQWK WUDQFKH RI WKH PXOWL \HDU VKDUH EX\EDFN SURJUDP
FRQWH[W Rl WKH WUDQVDFWLRQ ([RU HQWHUHG LQWR D GD\ ORFN XS FR
JHUUDUL

SURYLVLRQV DQG RI WKH 'XWFK &RUSRUDWH *RYHUQDQF
REVHUYHG LQ WUDQVDFWLRQV ZLWK UHODWHG SDUWLHV ZH FRPSOLHG ZLW
DV GLVFORVHG LQ 1RWH 25HODWHG 3DUW\ 7TUDQVDFWLRQV:® WR WKH &RQVI

%DVHG RQ WKH LQIRUPDWLRQ LQ )HUUDULpV VKDUHKROGHU UHJLVWHU
VRXUFHVY DYDLODEOH WR XV WKH IROORZLQJ VKDUHKROGHUV RZQHG GLUF
VKDUHV KROGLQJ YRWLQHBUXOWYV RI )HUUDUL DV RI

6KDUHKROGH

([RU 1 9

7UXVW 3LHUR )HUUDUL
%ODFN5RFN ,QF

2WKHU SXEOLF VKDUHKROGHUV

BBEBBBBEBBBBBBBBBBBBBBBBBBBBBBB
7KH SHUFHQWDJHV RI VKDUH FDSLWDO VHW RXW LQ WKLY WDEOH DUH FDOFXODWHG DV WKH
RZQHG E\ WKH VKDUHKROGHU WR LL WKH WRWDO QXPEHU RI RXWVWDQGLQJ FRPPRQ VKDU
GLIITHU IURP WKH SHUFHQWDJHV RI VKDUH FDSLWDO LQFOXGHG LQ WKH SXEOLF UHJLVWHU
REOLJDWLRQV XQGHU FKDSWHU RI WKH 'XWFK $FW RQ ILQDQFLDO VXSHUYLVLRQ :HW RS
LQ WUHDVXU\ E\ )HUUDUL DUH LQFOXGHG LQ WKH UHOHYDQW GHQRPLQDWRUV IRU SXUSRVH\
7KH SHUFHQWDJH RI YRWLQJ ULJKWV UHSRUWHG LQ WKH WDEOH DERYH LV FDOFXODWHG DV
WKH VKDUHKROGHU WR LL WKH WRWDO QXPEHU RI RXWVWDQGLQJ FRPPRQ DQG VSHFLDO Y|
(DFK RI ([RU DQG 7UXVW 3LHUR )HUUDUL SDUWLFLSDWH LQ WKH OR\DOW\ YRWLQJ SURJUDP
SRZHU RI ([RU DQG 7UXVW 3LHUR )HUUDUL LQ )HUUDUL LV KLIKHU WKDQ WKH SHUFHQWDJH F
$FFRUGLQJ WR WKH PRVW UHFHQW GLVFORVXUH ILOHG ZLWK WKH $)0 RQ -DQXDU\ 9
YRWLQJ ULJKWV ZKLFK UHSUHVHQW DQG RI WKH WRWDO LVVXHG FRPPRQ DQG VSHF

PE RAXREHU RI
\% J

NS EH QWD IH RZRWEBQI ULIKWYV

I+



%DVHG RQ WKH LQIRUPDWLRQ LQ )HUUDULpV VKDUHKRGIGHXDUHJILVWHU
DSSUR[LPDWHO\ PLOOLRQ )HUUDUL FRPPRQ VKDUHV RU SHUFHQW R
WKH 8QLWHG 6WDWHYV $V RI WKH VDPH GDWH DSSUR[LPDWHO\ UHFRUG

6KDUHKROGHUVHY $JUHHPHQW

2Q 'HFHPEHU ([RU DQG 3LHUR JHUUDUL HQWHUHG LQWR D 6KDU}
WKH FRPSOHWLRQ RI WKH BHSDUDWLRQ RQ -DQXDU\ DV DPHQGHG WK
DGPLVVLRQ WR OLVWLQJ DQG WUDGLQJ RI WKH FRPPRQ VKDUHV RI )HUUDU
YHUUDUL DQG WKH QHZO\ HVWDEOLVKHG 7UXVW 3LHUR )HUUDUL HQWHUHG I
DQG $PHQGPHQW $JUHHPHQW: WR WKH 2ULJLQDO 6KDUHKROGHUVH $JUHHF
SDUW\ WR WKH 2ULJLQDO 6KDUHKROGHUVpu $JUHHPHQW DQG FHUWDLQ SURY
7KLV IROORZHG WKH HVWDEOLVKPHQW RI 7UXVW 3LHUR )HUUDUL DQG WKH
VKDUHV DV GHVYFIDOMRG KQIBHDERYGH 29 -DQXDU\ ([RU 3LHUR )HUUDU
HQWHUHG LQWR DQ $PHQGHG DQG 5HVWDWHG 6KDUHKROGHUVH $JUHHPHQ)\
UHVWDWHYV DQG UHSODFHV WKH 2ULJLQDO 6KDUHKROGHUVH $JUHHPHQW D
JHUUDUL LV QRW D SDUW\ WR WKH 6KDUHKROGHUVH $JUHHPHQW DQG GRH\
VXPPDU\ RI WKH SULQFLSDO SURYLVLRQV Rl WKH 6KDUHKROGHUVH $JUHHPF
JHUUDUL DQG 3LHUR )HUUDUL

&RQVXOWDWLRQ

JRU WKH SXUSRVHV RI IRUPLQJ DQG H[HUFLVLQJ WR WKH H[WHQW SR\
DQ\ *HQHUDO OHHWLQJ RI VKDUHKROGHUV RI JHUUDUL ([RU DQG 3LHUR )HL
OHHWLQJ )RU WKH SXUSRVHV RI WKLY FRQVXOWDWLRQ ULJKW DQG GXWLHYV
RUGHU WR GLVFXVV LQ JRRG IDLWK ZKHWKHU WKH\ KDYH RU FDQ ILQG D
LPPHGLDWHO\ IROORZLQJ *HQHUDO OHHWLQJ 7KLV FRQVXOWDWLRQ ULJKW (
GRHV LW FRQVWLWXWH D YHWR ULJKW LQ IDYRU RI 3LHUR )HUUDUL ,Q DGGI
RI WKH FRQYRFDWLRQ RI WKH ERDUG PHHWLQJ WKDW FDOOV DQ\ JHQHUDO F
IRU UH DSSRLQWPHQW WR WKH ERDUG RI GLUHFWRUV ([RU DQG 3LHUR )HU
SURILOHV RI WKH FDQGLGDWHY IRU WKH FRPSHWHQW FRUSRUDWH ERGLHYV

,Q WKH HYHQW RI DQ\ FRQVROLGDWLRQ RI WKH XVXIUXFW DQG EDUH R.
RU DQ\ WUDQVIHU RI WKH XVXIUXFW WR D SHUPLWWHG WUDQVIHUHH WKH ¢
ULJKWV SURYLGHG KRZHYHU WKDW XQOHVV DQ H[HPSWLRQ IURP WKH "
FRQVXOWDWLRQ ULJKWV PD\ EH VXVSHQGHG LQ DFFRUGDQFH ZLWK WKH WHI

)6$ PDQGDWRU\ RIITHU UXOHV ° DFWLQJ LQ FRQFHUW

7KH SDUWLHV WR WKH 6KDUHKROGHUVH $JUHHPHQW DFNQRZOHGJH DQC
WKH $)6 DUH DSSOLFDEOH WR )HUUDUL DQG LWV VKDUHKROGHUV DQG WKD
KDG D YRWLQJ LQWHUHVW RI PRUH WKDQ SULRU WR WKH GDWH WKDW Ol
(XURQH[W 0LODQ DQG KDYH FRQWLQXRXVO\ KDG D YRWLQJ LQWHUHVW RI P
3LHUR )HUUDUL FRPELQHG DUH GHHPHG WR KDYH D FRQWUROOLQJ LQIO
$FFRUGLQJO\ ([RU LQGLYLGXDOO\ DQG ([RU DQG 3LHUR )HUUDUL FRPELQHG
WKHP EHQHILW IURP DQ H[HPSWLRQ IURP WKH 'XWFK PDQGDWRU\ RIIHU UHT

5LJKWV RI ILUVW RIIHU

7KH 6KDUHKROGHUVHY $JUHHPHQW SURYLGHV IRU UHFLSURFDO ULJKWYV
VKDUHV E\ ([RU RQ WKH RQH KDQG DQG E\ 3SLHUR )HUUDUL DQG 7UXVW 3Lt}
KDQG

,Q WKH HYHQW WKDW HLWKHU ([RU RU WKH YHUUDUL )DPLO\ LQWHQGV
JHUUDUL WR D WKLUG SDUW\ ZKHWKHU VXFK WUDQVIHU LV VROLFLWHG RU )
LQ IDYRU RI WKH RWKHU SDUW\ ,Q VXFK FLUFXPVWDQFHV WKH SURSRVHG \
WKH QRQ WUDQVIHUULQJ SDUW\ VSHFLI\LQJ DPRQJ RWKHU WKLQJV WKH QX



JROORZLQJ UHFHLSW RI VXFK QRWLFH WKH QRQ WUDQVIHUULQJ SDU\
ELQGLQJ XQFRQGLWLRQDO DQG LUUHYRFDEOH DOO FDVK RIIHU IRU WKH S
SURSRVHG WR EH WUDQVIHUUHG RQ WKH WHUPV VHW IRUWK LQ WKH 6KD
VXEPLW DQ RIIHU ZLWKLQ WKH DSSOLFDEOH SHULRG WKH WUDQVIHUULQJ ¢
PRQWKYV I WKH ULJKW RI ILUVW RIIHU LV H[HUFLVHG DQG WKH RIIHU LV DI
ZLWKLQ ILYH EXVLQHVV GD\V IROORZLQJ DFFHSWDQFH RI WKH RIITHU VXEMH

, ] WKH WUDQVIHUULQJ SDUW\ GRHV QRW DFFHSW WKH RIIHU LW PD\ S|
SDUW\ VXEMHFW WR FHUWDLQ WLPLQJ DQG SULFLQJ UHVWULFWLRQV ,Q SCLC
SULFH SHU VKDUH KLJKHU WKDQ WKH SULFH RITHUHG E\ WKH QRQ WUDQVIHL
WKH VKDUHV E\ ZD\ RI D ERRN EXLOG RIIHULQJ LQ ZKLFK FDVH VXFK ERRN
SHULRG RQO\ LI WKH YROXPH ZHLJKWHG DYHUDJH SULFH RI WKH VKDUHV RQ
LV QRW ORZHU WKDQ Rl WKH SULFH SHU VKDUH RIITHUHG E\ WKH QRQ WUL

7KH 6KDUHKROGHUYV $JUHHPHQWP IXUWKHU SURYLGHY WKDW WKH )HUU
SXUVXDQW WR ZKLFK WKH )HUUDUL )DPLO\ PD\ QRW DFTXLUH FRPPRQ VKD
JHUUDUL )DPLO\ KROGLQJ D YRWLQJ LOQWHUHVW H[FHHGLQJ DQG LI QHF
VKDUHYVY SURSRVHG WR EH WUDQVIHUUHG VR WKDW VXFK WKUHVKROG LV QR
SXUVXDQW WR VXFK ULJKW RI ILUVW RIITHU ZRXOG EH KHOG WKURXJK 7UXVW
XVXIUXFW LQFOXGLQJ WKH DVVRFLDWHG YRWLQJ DQG HFRQRPLF ULJKWYV

6SHFLDO YRWLQJ VKDUHYV

([FHSW IRU WUDQVIHUV WR SHUPLWWHG WUDQVIHUHHY WKH WUDQVIHL
LQ WKH WUDQVIHU RI D FRUUHVSRQGLQJ QXPEHU RI VSHFLDO YRWLQJ VKDU
JRYHUQLQJ WKH VSHFLDO YRWLQJ VKDUHVY 7KH 6KDUHKROGHUVYy $JUHHPH
LQGHSHQGHQWO\ RI WKH UHODWHG FRPPRQ VKDUHYV

SHUPLWWHG WUDQVIHUV

7KH ULJKWV RI ILUVW RIIHU GHVFULEHG DERYH GR QRW DSSO\ LQ WK
WUbDQVIHUHH 3HUPLWWHG WUDQVIHUHHYVY LQFOXGH DPRQJ RWKHUV DIILOL
JHUUDUL ([FHSW DV SURYLGHG IRU LQ WKH 6KDUHKROGHUVUY $JUHHPHQW DC
RZQHUVKLS DQG WKH XVXIUXFW RI WKH FRPPRQ VKDUHV KHOG WKURXJK 7U
SHUPLWWHG WUDQVIHUHH LV UHTXLUHG WR DGKHUH WR WKH 6KDUHKROGF
WUDQVIHUULQJ SDUW\ WKHUHXQGHU

7HUP DQG WHUPLQDWLRQ

$vV DPHQGHG DQG UHVWDWHG WKH 6KDUHKROGHUV $JUHHPHQW ZLOO U
\HDUV DQG ZLOO EH DXWRPDWLFDOO\ UHQHZHG IRU DQRWKHU WKUHH \HDU
JLYHQ DW OHDVW VL[ PRQWKY SULRU WR WKH HQG RI WKH LQLWLDO WHUP

7KH 6KDUHKROGHUVYy $JUHHPHQW ZLOO WHUPLQDWH HDUOLHU DQG FF
FRPPRQ VKDUHV KHOG E\ HLWKHU ([RU RU WKH )HUUDUL )DPLO\ WR D WKL
RFFXUUHQFH RI FHUWDLQ RWKHU HYHQWY VSHFLILHG LQ WKH 6KDUHKROGH!
6KDUHKROGHUVY $JUHHPHQW E\ SURYLGLQJ EXVLQHVYV GD\Vpy SULRU QRWL

*RYHUQLQJ ODZ DQG FKRLFH RI FRXUWYV
7KH 6KDUHKROGHUVUY $JUHHPHQW LV JRYHUQHG E\ DQG PXVW EH LQWH!

GLVSXWHYV DULVLQJ RXW RI RU LQ FRQQHFWLRQ ZLWK WKH 6KDUHKROGHU\
FRPSHWHQW FRXUW LQ $PVWHUGDP WKH 1HWKHUODQGV ZLWKRXW SUHMXG



&RUSRUDWH *RYHUQDOQFH

 QWURGXFWLRQ

JHUUDUL 1 9 LV D SXEOLF OLPLWHG OLDELOLW\ FRPSDQ\ LQFRUSRUDYV
WKH KROGLQJ FRPSDQ\ Rl WKH JHUUDUL *URXS IROORZLQJ WKH VHSDUDWLR
VHFWLRQ WKH 2&RPSDQ\* UHIHUV WR )HUUDUL 1 9 7KH &RPSDQ\ TXDOLILH
VWDQGDUGY DQG LWV FRPPRQ VKDUHV DUH OLVWHG RQ WKH 1<6( DQG RQ (X

,Q DFFRUGDQFH ZLWK WKH 1<6( UXOHV WKH &RPSDQ\ LV SHUPLWWHG
FHUWDLQ FRUSRUDWH JRYHUQDQFH VWDQGDUGY 7KHUHIRUH 2&\RASQRBPOBR\
ZLWK 'XWFK &RUSRUDWH WKHHEBDDWFSHURR®HEFH SURYLVLRQV Rl WKH XSGDV
LVVXHG E\ WKH &RUSRUDWH *RYHUQDQFH &RGH ORQLWRULQJ &RPPLWWHH :
&RUSRUDWH *RYHUQDQFH &RGH:* DQG LV DSSOLFDEOH UHWURDFWLYHO\ DV
&RGH FRQWDLQV SULQFLSOHV DQG EHVW SWUDFMWERNBBRYLWKRQFRWK O WR U8
FRPSDQ\ DQG LWV FRPPLWWHHY DQG WKH UHODWLRQVKLS ZLWK WKH JHQF
&RUSRUDWH *RYHUQDQFH &RGH ORQLWRULQJ &RPPLWWHH SXEOLVKHG DQ |
XSGDWHG 'XWFK &RUSRUDWH *RYHUQDQFH &RGH KDV HQWHUHG LQWR IRUF
IURP ILQDQFLDO \HDU 7KH &RUSRUDWH *RYHUQDQFH &RGH ZDV IXUWKHU
ILQDQFLDO \HDU

,Q WKLV $QQXDO 5HSRUW WKH &RPSDQ\ DGGUHVVHV LWV RYHUDOO FR
DQG LQWHQGY WR GLVFORVH DQ\ PDWHULDO GHSDUWXUH IURP WKH EHVW ¢
WKLY DQG LQ LWV IXWXUH DQQXDO UHSRUWYV

JRU IXUWKHU LQIRUPDWLRQPHDMROQW FRO WK URIUVEHHU 6 KDUHKROGHUYV?

%RDUG RI 'LUHFWRUYV

3XUVXDQW WR WKH &RPSDQ\pV DUWLFOHYVY RI DVVRFLDWLRQ WKH 28UW
Rl 'LUHFWRUV:® RU WKH 2%RDUG® FRQVLVWVYV RI WKUHH RU PRUH GLUHFWR!
DSSRLQWHG DW WKH DQQXDO JHQHUDO PHHWLQJ RI VKDUHKROGHUV KHOG |
WKH QH[W $QQXDO *HQHUDO OHHWLQJ RI 6KDUHKROGHUV ZKLFK LV FXUUHQ
UHDSSRLQWHG DW DQ\ VXEVHTXHQW DQQXDO JHQHUDO PHHWLQJ RI VKDUHK

7KH %RDUG RI 'LUHFWRUV DV D ZKROH LV UHVSRQVLEOH IRU WKH VW
FRPSRVHG RI WZR H[HFXWLYH 'LUHFWRUV L H OU -RKQ (ONDQQ ([HFXWLY]
2IlLFHU DQG WHQ QRQ H[HFXWLYH 'LUHFWRUV 3XUVXDQW WR $UWLFOH
UHSUHVHQW WKH &RPSDQ\ VKDOO EH YHVWHG LQ WKH %RDUG Rl 'LUHFWRI
2Il1LFHU KDV GD\ WR GD\ UHVSRQVLELOLW\ IRU WKH PDQDJHPHQW RI WKH &R

7TKH %RDUG RI 'LUHFWRUV DSSRLQWHG WKH IROORZLQJ LQWHUQDO [
&RPPLWWHH DQG LLL D &RPSHQVDWLRQ &RPPLWWHH 2Q FHUWDLQ NH\ RS
E\ WKH )HUUDUL /HDGHUVKLS 7HDP KHUHLQDIWHU DOVR WKH 2)/73 ZKLFK L
WKH EXVLQHVVHYVY FROODERUDWLQJ RQ FHUWDLQ RSHUDWLRQDO PDWWHUV
GHFLVLRQV RI WKH %RDUG RI 'LUHFWRUYVY DQG WKH GD\ WR GD\ PDQDJHPHQ
RSHUDWLRQDO PDQDJHPHQW

6HW IRUWK EHORZ LV WKH QDPH \HDU RI ELUWK DQG SRVLWLRQ RI HDF
19 8QOHVV RWKHUZLVH LQGLFDWHG WKH EXVLQHVY DGGUHVV RI HDFK SHI
Q , ODUDQHOOR 02 ,WDO\



1DPH <HDU RI %LUWK S3RVLWLRQ

-RKQ (ONDQQ ([HEXWLYH &KDLUPDQ DQG ([HFXWL
%HQHGHWWR 9LJQD &KLHI ([HFXWLYH 21ILFHU
3LHUR )HUUDUL 9LFH &KDLUPDQ DQG 1RQ ([HFXWLY
6HUJLR 'XFD 6HQLRU 1RQ ([HFXWLYH 'LUHFW
'"HOSKLQH $UQDXOW 1RQ ([HFXWLYH 'LUHFWRU
JUDQFHVFD %HOOHWWLQL 1RQ ([HFXWLYH 'LUHFWRU
(GG\ &XH 1RQ ([HFXWLYH 'LUHFWRU
-RKQ *DODQWLF 1RQ ([HFXWLYH 'LUHFWRU
7RPPDVR *KLGLQL 1RQ ([HFXWLYH 'LUHFWRU
ODULD 3DWUL]LD *ULHFR 1RQ ([HFXWLYH 'LUHFWRU
$GDP .HVZLFN 1RQ ([HFXWLYH 'LUHEWRU
OLNH 9ROSL 1RQ ([HFXWLYH 'LUHFWRU

BBBEBBBBBBBBBBBBBBBBBBBBBBBBBB
5HDSSRLQWHG LQ YLHZ RI HDFK %RDUG PHPEHUuV FRQWULEXWLRQV WR WKH %RDUG RI 'l
'LUHFWRUpPV EDFNJURXQG VSHFLILF VNLOOV DQG H[SHULHQFH FRQWLQXHV WR EH YDOXDEO
KHUHLQ EHORZ DQG WKH UHOHYDQW VNLOOV WKDW WKH\ FRXOG EULQJ WR WKH &RPSDQ\ V
7KH %RDUG RI 'LUHFWRUV KDV UHVROYHG WR DSSRLQW 6HUJLR 'XFD DV FKDLUPDQ RI WKH ¢
LQ VXFK FDSDFLW\ KDYH WKH WLWOH &KDLU 9RRU]JLWWHU

7HQ 'LUHFWRUV FXUUHQWO\ TXDOLI\ DV LQGHSHQGHQW UHSUHVHQWL
$ RI WKH 6HFXULWLHV ([FKDQJH $FW RI DV DPHQGHG WKH 2([FKDQJH
UHSUHVHQWLQJ D PDMRULW\ IRU SXUSRVHV Rl WKH 'XWFK &RUSRUDWH
LQGHSHQGHQW PHPEHUV RI WKH QRQ H[HFXWLYH %RDUG PHPEHUV DFFRUGL
DFFRUGLQJ WR WKH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH WKH SHUFHQWDJ

SOHDVH'VHHUVLW\BEHR@ORF\PFRU D FKDUW UHSUHVHQWLQJ WKH %RDUGUV J

$FFRUGLQJ WR WKH DSSOLFDEOH ODZV DQG WKH 5HIJXODWLRQ RI W
SDUWLFLSDWLRQ ERGLHYVY DUH UHTXLUHG WR EH HVYWDEOLVKHG DW WKH &RP

7TKH %RDUG RI 'LUHFWRUV KDV UHVROYHG WR JUDQW WKH IROORZLQJ W

-RKQ (ONDQQ &KDLUPDQ RI WKH &RPSDQ\

%HQHGHWWR 9LJQD &KLHI ([HFXWLYH 2I1ILFHU

3LHUR )HUUDUL 9LFH &KDLUPDQ DQG 1RQ ([HFXWLYH 'LUHFWRU DQG
6HUJLR 'XFD &KDLYRRIUMINMWGHBEQGRU 1RQ ([HFXWLYH 'LUHFWRU

7KH IROORZLQJ PHPEHUV DUH LQGHSHQGHQW ZLWKLQ WKH PHDQLQJ R
UXOHYV

H +H+ +H  +H

¥ 'HOSKLQH $UQDXOW 1RQ ([HFXWLYH 'LUHFWRU

¥ )UDQFHVFD %HOOHWWLQL 1RQ ([HFXWLYH 'LUHFWRU
¥ (GG\ &XH 1RQ ([HFXWLYH 'LUHFWRU

¥ 6HUJLR 'XFD 6HQLRU 1RQ ([HFXWLYH 'LUHFWRU

¥ -RKQ *DODQWLF 1RQ ([HFXWLYH 'LUHFWRU

¥ 7TRPPDVR *KLGLQL 1RQ ([HFXWLYH 'LUHFWRU

¥ ODULD 3DWUL]LD *ULHFR 1RQ ([HFXWLYH 'LUHFWRU
¥ $GDP .HVZLFN 1RQ ([HFXWLYH 'LUHFWRU DQG

¥ OLNH 9ROSL 1RQ ([HFXWLYH 'LUHFWRU



,Q DGGLWLRQ 3LHUR )HUUDUL LV FRQVLGHUHG LQGHSHQGHQW ZLWKLQ

'LUHFWRUYV DUH H[SHFWHG WR SUHSDUH WKHPVHOYHV IRU DQG WR DW
PHHWLQJ RI VKDUHKROGHUY DQG WKH PHHWLQJV RI WKH FRPPLWWHHY RQ Z
'LUHFWRU PD\ EH XQDEOH WR DWWHQG D PHHWLQJ

, Q WKHUH ZHUH ILYH PHHWLQJV RI WKH %RDUG RI 'LUHFWRUV 7|
SHUFHQW

6XPPDU\ ELRJUDSKLHV IRU WKH FXUUHQW 'LUHFWRUV RI )HUUDUL DUH I

-RKQ (ONDQQ &KDLUPDQ RI WKH &RPSDQOUD QB KHY HPX\WD QYOH L'\ (BHKE\W R Y[ H |

RI ([RU DQG &KDLUPDQ RI 6WHOODQWLY 1 9 (ONDQQ HDUQHG D VFLHQWLIL
HQJLQHHULQJ GHJUHH IURP 3ROLWHFQLFR GL 7RULQR +H EHJDQ KLV FDU
H[SHULHQFH LQ $VLD (XURSH DQG 1RUWK $PHULFD $V )HUUDULpPV &KDLUP
OHDGHUVKLS LQ LQQRYDWLRQ OX[XU\ DQG VSRUW FRPSHWLWLRQV ZKLOH S
DQG FRQWULEXWHG WR LWV JURZWK DQG WKH HYHQWXDO FUHDWLRQ RI 6WHI
(ONDQQ HVWDEOLVKHG ([RU ZKLFK LV WRGD\ WKH ODUJHVW VKDUHKROC
JHUUDUL DQG BWHOODQWLV ,Q KH IRXQGHG /LQJRWWR D ORQJ WHUP
PHPEHU Rl OHWD DQG D WUXVWHH RI OR0$ +H FKDLUV WKH $JQHOOL )RXQG
D PHPEHU RI -3 ORUJDQ ,QWHUQDWLRQDO &RXQFLO DQG RI $00LDQ] ,QWHUQ

%RUQ LQ ,WDOLDQ FLWL]JHQVKLS

%HQHGHWWR 9LJQD &KLHI ([HFXWLYH 29108 H Y Q@G H MW RWILLYIID DL UV R
21ILFHU VLQFH 6HSWHPEHU %HIRUH MRLQLQJ )HUUDUL KH ZDV 3UHVLGH
*URXS VLQFH -DQXDU\ DQG DOVR D PHPEHU RI 67uV ([HFXWLYH &RPPLW

DQG IRXQGHG 67pVvV 0(06 DFWLYLWLHV OLFUR (OHFWUR OHFKDQLFDO 6\VW
HVWDEOLVKHG 67pV OHDGHUVKLS ZLWK ODUJH 2(0V LQ PRWLRQ DFWLYDWF
LQFOXGH FRQQHFWLYLW\ LPDJLQJ DQG SRZHU VROXWLRQVY DQG KH SLORWH
SDUWLFXODU IRFXV RQ WKH LQGXVWULDO DQG DXWRPRWLYH PDUNHW VHJIP
RQ PLFURPDFKLQLQJ DXWKRUHG QXPHURXV SXEOLFDWLRQV DQG KDV VDW
VWDUWXSV DV ZHOO DV ZRUOGZLGH UHFRJQL]JHG ERDUGYV Rl $VLDQ DQG $F
6XEQXFOHDU 3K\VLFV IURP WKH 8QLYHUVLW\ RI 3LVD

%RUQ LQ ,WDOLDQ FLWL]JHQVKLS

B3LHUR )HUUDUL 9LFH &KDLUPDQ DQGOQR@UHHRXMWIINMIDULUKBWRRHHQ 9
JHUUDUL 6 S $ VLQFH +H DOVR VHUYHV DV &KDLUPDQ RI +3( &2;% LV ER
+H ZzDV 3UHVLGHQW RI 3LDJJLR $HUR ,QGXVWULHY 6 S $ IURP WR D (
&RPPLVVLRQ &6%, IURP WR DQG %$ 6(59,&( IURP WR +H ZD
BUHVLGHQW RI %DQFD 3RSRODUH GHOOu(PLOLD 5RPDJQD LQ ORGHQD IURP
VRQ RI )HUUDULpV IRXQGHU (Q]R )HUUDUL OU 3LHUR )HUUDUL FRYHUHG D Y
RlI )HUUDUL IURP WR ZLWK LQFUHDVLQJ UHVSRQVLELOLWLHV +LV ILL
WKH SURGXFWLRQ RI WKH 'LQR &RPSHWL]LRQH UDFLQJ FDU O0U 3LHUR
(QIJILQHHULQJ IURP WKH 8QLYHUVLW\ RI 1DSOHV )HGHULFR ,, LQ DQG DQ
8QLYHUVLW\ RI ORGHQD DQG 5HJJLR (PLOLD LQ , Q OU 3LHUR )HUUDL

%RUQ LQ ,WDOLDQ FLWL]JHQVKLS

6HUJLR 'XFD &KDLUPDQ RI WKH %RDUG RI 'LUHFWRUYWW Q3H B BIQR RXJF DRIC
PHPEHU RI WKH 6WDWXWRU\ $XGLWRUV RI )HUURYLH GHOOR 6WDWR ,WDOLD
RI DXGLWRUV RI ,63, ,QVWLWXWH IRU WKH 6WXG\ RI ,QWHUQDWLRQDO 3ROL
6DQ 3DROR )RXQGDWLRQ 2QOXV O0U 'XFD KDV SUHYLRXVO\ VHUYHG DV GLU
IURP XQWLO $SsULO LQGHSHQGHQW GLUHFWRU RI 26%, $XWRPDWLRQ

PHPEHU RI WKH ERDUG RI 1IHGFRPPXQLW\ DVVRFLDWLRQ IURP 0D\ XQ
RI %DVLF1IHW 6 S $ IURP XQWLO ODUFK &KDLUPDQ RI WKH %RDUG RI



XQWLO 0D\ &KDLUPDQ RI WKH %RDUG RI 'LUHFWRUV RI 2UL]]JRQWH 6*5 6
RI 6WDWXWRU\ $XGLWRUV RI ([RU 6 S $ XQWLO 0D\ &KDLUPDQ RI WKH ¢
*7THFK XQWLO $SULO PHPEHU Rl WKH %RDUG RI $670 6 S $ DQG &KDLUPEL

XQWLO &KDLUPDQ RI WKH %RDUG RI 6WDWXWRU\ $XGLWRUV RI 7RV
*HVWLRQH 6*5 XQWLO $SULO JURP XQWLO -XO\ OU 'XFD ZDV WK}
,Q DGGLWLRQ KH KDV SUHYLRXVO\ VHUYHG DV &KDLUPDQ Rl WKH ERDUG RI
6DQ 3DROR XQWLO )HEUXDU\ &KDLUPDQ RI WKH ERDUG RI DXGLWRUV RI
WKH ERDUG RI DXGLWRUV RI &RPSDJQLD GL 6DQ 3DROR XQWLO 0D\ PHPE
8QLYHUVLW\ %RFFRQL LQ 0LODQuY GHYHORSPHQW FRPPLWWHH DV ZHOO DV
DXGLWRUV DQG D PHPEHU RI WKH ERDUG RI DXGLWRUV RI WKH $1'$) ,WDOLI
FKDUWHUHG DFFRXQWDQW DQG DXGLWRU KH DFTXLUHG EURDG H[SHULHQFF
DXGLWRU RI D QXPEHU RI VLJQLILFDQW ,WDOLDQ OLVWHG FRPSDQLHV 0U "
8QLYHUVLW\ %RFFRQL LQ 0LODQ

%RUQ LQ ,WDOLDQ FLWL]JHQVKLS

'"HOSKLQH $UQDXOW QRQ ‘HIWNXWHOSKLQHBWRDXOW JUDGXDWHG IURP

DQG WKH /RQGRQ 6FKRRO RI (FRQRPLFV 6KH EHJDQ KHU FDUHHU DW OF.LQ
ILUP ZKHUH VKH ZDV D &RQVXOWDQW IRU WZR \HDUV ,Q VKH MRLQHG
ZKHUH VKH GLUHFWHG VHYHUDO SURGXFW OLQHV 6KH ZDV DSSRLQWHG 'HS
LQ 6HSWHPEHU '"HSXW\ *HQHUDO ODQDJHU RI /RXLV 9XLWWRQ ODOOHWL
+HQQHVV\ /RXLV 9XLWWRQ 6( VLQFH '"HOSKLQH ZDV DSSRLQWHG WR WK
SUHPLHU JUDQG FUX FODVVp LQ , Q VKH MRLQHG WKH ERDUG RI /RHZ
ZDV DSSRLQWHG WR 3XFFLpV ERDUG RI GLUHFWRUV LQ 6KH ZDV DSSR
&KULVWLDQ 'LRU 6( LQ $SULO '"HOSKLQH $UQDXOW SUHYLRXVO\ VHUYHG
WR ,Q VKH KDV EHHQ DSSRLOQWHG WR WKH %RDUG RI *DJRVLDQ
oOUvV 'HOSKLQH $UQDXOW LV WKH 3UHVLGHQW DQG &(2 Rl &KULVWLDQ 'LRU &

0
%RUQ LQ UHQFK FLWL]JHQVKLS

JUDQFHVFD %HOOHWWLQL QRIQQHHEMNBWWIREHUHFWRJWDQFHVFD %HOOH!
([HFXWLYH 2IILFHU RI *XFFL SDUW RI WKH .HULQJ *URXS DQG VLQFH VK
&RPPLWWHH OV %HOOHWWLQL MRLQHG WKH .HULQJ *URXS LQ KROGLQ.
"HSXW\ &KLHI ([HFXWLYH 2IILFHU RI WKH .HULQJ *URXS DQG IURP WR
Rl <YHV 6DLQW /DXUHQW ,Q VKH MRLQHG %RWWHJD 9HQHWD ,WDO\ D\
EHFDPH :RUOGZLGH OHUFKDQGLVLQJ &RPPXQLFDWLRQ 'LUHFWRU EDVHG LQ
*XFFL ,WDO\ ILUVW DV $VVLVWDQW WR WKH 3UHVLGHQW DQG 0DQDJLQJ 'L
$VVRFLDWH :RUOGZLGH OHUFKDQGLVLQJ 'LUHFWRU )URP XQWLO ov
WKH 30DQQLQJ DQG 1HZ %XVLQHVYVY '"HYHORSPHQW 'LYLVLRQ RI 3UDGD DQC
BUHYLRXVO\ VKH ZRUNHG LQ &RPSDVV 3DUWQHUV ,QWHUQDWLRQDO 8. IUR

WR DQG LQ *ROGPDQ 6DFKV ,QWHUQDWLRQDO 8. IURP WR
&LWLEDQN ,WDO\ LQ ov %HOOHWWLQL JUDGXDWHG LQ %XVLQHVV $C
8QLYHUVLW\ ,WDO\

%RUQ LQ ,WDOLDQ FLWL]JHQVKLS

(GG\ &XH QRQ H[HFXWDVH (GOMRWRWY $SSOHpuV VHQLRU YLFH SUHVLGH
7LP &RRN OU &XH RYHUVHHV WKH IXOO UDQJH RI $SSOHpuV VHUYLFHV LQF
$SSOH 79 DSS DQG $SSOH 79 DV ZHOO DV $SSOH 3D\ $SSOH &DUG O0DSV
SURGXFWLYLW\ DQG FUHDWLYLW\ DSSV 0U &XHpV WHDP KDV DQ H[FHOOH
VHUYLFHVY WKDW PHHW DQG H[FHHG WKH KLJK H[SHFWDWLRQV RI $SSOHuV F
WR EULQJ WKHLU FUHDWLYH YLVLRQV WR SHRSOH DURXQG WKH ZRUOG 0U
DPD]LQJ SHRSOH O0U &XH ZDV LQVWUXPHQWDO LQ FUHDWLQJ WKH $SSOH R
6WRUH LQ +H DOVR SOD\HG D NH\ UROH LQ GHYHORSLQJ $SSOHuV DZDUC(
$SSOH KH zZDV D VXFFHVVIXO PDQDJHU RI VRIWZDUH HQJLQHHULQJ DQG FXV
LQ &RPSXWHU 6FLHQFH DQG (FRQRPLFV IURP "XNH 8QLYHUVLW\ +H VHUYHYV
OHGLD DQG 'XNH 8QLYHUVLW\



%RUQ LQ $PHULFDQ FLWL]JHQVKLS

-RKQ *DODQWLF QRQ H[HFRWQ YD ODUWHFWRUV WKH &KLHIW[HBRWSYHH2II
HDUQHG D %$ IURP 7XIWV 8QLYHUVLW\ DQG DQ 0%$ IURP +DUYDUG %XVLQ
*DPEOH LQ ,WDO\ KH KHOG JHQHUDO PDQDJHPHQW UROHV LQ ,WDO\ WKH 8
&RW\ DV 3UHVLGHQW Rl &RW\ $PHULFDV EHIRUH MRLQLQJ &KDQHO LQ +

DQG MRLQHG WKH %RDUG RI 'LUHFWRUV RI &KDQHO /WG LQ +H LV |
IWG ,Q KH EHFDPH DQ 2SHUDWLQJ 3DUWQHU DW $GYHQW ,QWHUQDWLR

%RUQ LQ $PHULFDQ DQG 6ZLVV FLWL]JHQVKLS

7TRPPDVR *KLGLQL QRQ H[HFRWRIHWMRLI*KHBWRU KDV EHHQ WKH +HDG RI W
DW WKH (XURSHDQ 6SDFH $JHQF\ (6% VLQFH -DQXDU\ +H OHDGV HQJL
H[SHUWLVH LQ FULWLFDO HQJLQHHULQJ GLVFLSOLQHV IRU DOO FXUUHQW (
ZRUN DOVR KDV GLUHFW DSSOLFDWLRQV LQ QRQ VSDFH LQGXVWULDO VHFWI
GHIHQVH %HIRUH MRLQLQJ (6$ KH ZRUNHG DW $LUEXV FRQWULEXWLQJ WR
$ DQG $ O FLYLO DQG PLOLWDU\ DLUFUDIW DQG DW WKH *HUPDQ $HURV
DGYDQFHG PDWHULDOV DQG PDQXIDFWXULQJ WHFKQRORJLHV +H KROGV D
RI 3DUPD ,WDO\ DQG D 3K' LQ (QJLQHHULQJ OHFKDQLFV IURP WKH 8QLYHU
RI ODWHULDOV 5HVHDUFK Rl '/5 +LV H[SHUWLVH VSDQV KLJK SHUIRUPDQFH
FURVV LQGXVWU\ LQQRYDWLRQ ,Q DGGLWLRQ WR KLV LQVWLWXWLRQDO UR
DV D %RDUG OHPEHU Rl WKH VDPH XQLYHUVLW\ +H DOVR VLWV RQ WKH $GY
LQGXVWULDO LQVWLWXWLRQV LQ (XURSH DQG WKH 8 6 GULYLQJ DGYDQFHF
PXOWL DZDUG ZLQQLQJ DXWKRU DQG D OLFHQVHG SLORW RI ERWK DLUSOD
2IlLFHU RI WKH 6HOHFWHG 5HVHUYH RI WKH ,WDOLDQ $LU )RUFH ZLWK WKH
&RUSY ZKHUH KH DFWLYHO\ FRQWULEXWHYVY WR WKH DGYDQFHPHQW RI GLVU

%RUQ LQ ,WDOLDQ FLWL]JHQVKLS

ODULD 3DWUL]ILD *ULHFR QRQOMWFXWDWH LIUMFWIRHUFR KDV EHHQ WKH ¢
'LUHFWRUV RI $QLPD +ROGLQJ VLQFH ODUFK 6KH KDV EHHQ DOVR +RQRU
RI $%VWRQLPH WKH DVVRFLDWLRQ RI WKH ,WDOLDQ MRLQW VWRFN FRPSDQL}
ZDV &KDLUSHUVRQ RI $VVRQLPH )URP 0D\ WR ODUFK VKH ZDV WKH &
ORQWH GHL 3DVFKL GL 6LHQD DQG IURP 0D\ WR 0D\ VKH ZDV WKH &K|
,WDOLDQ FRPSDQ\ ZRUOG OHDGHU LQ WKH XWLOLWLHYVY VHFWRU +DYLQJ JU
FDUHHU LQ DW ,WDOWHO ZKHUH LQ VKH EHFDPH FKLHI RI WKH /HJI
DSSRLQWHG *HQHUDO ODQDJHU ZLWK WKH WDVN RI UHRUJDQL]LQJ DQG UH
([HFXWLYH 2IILFHU 6XEVHTXHQWO\ VKH KHOG WKH SRVLWLRQV RI &KLHI ([}
3DUWQHUV DQG &KLHI ([HFEXWLYH 2IILFHU RI WKH *URXS 9DOXH 7HDP WRC
([HFXWLYH 2IILFHU RI 20LYHWWL ZKHUH VKH DOVR KHOG WKH UROH RI &KDL
'LUHFWRUV RI )LDW ,QGXVWULDO &,5 DQG (QGHVD 6 $ DQG FXUUHQWO\ VHIL
DOVR D PHPEHU RI WKH %RDUG Rl 'LUHFWRUV Rl %RFFRQL 8QLYHUVLW\ C
&RUSRUDWH *RYHUQDQFH &RPPLWWHH IURP WR 'XULQJ KHU PDQGDW
OLVWHG FRPSDQLHV ZDV LVVXHG ,Q WKH IUDPHZRUN RI WKH * ,WDO\ VKH
Rl WKH % ,WDO\ ZKLFK SURYLGHG SUDJPDWLF VROXWLRQV WKDW HPEUDF
FUHDWH D EHWWHU IXWXUH WKURXJK LQFOXVLRQ DQG SRVLWLYH LPSDFW 6
WKH ,WDOLDQ 3UHVLGHQF\ OHG E\ 7KH (XURSHDQ +RXVH $PEURVHWWL 71
FROQWULEXWLRQV WR WKH * DJHQGD

%RUQ LQ ,WDOLDQ FLWL]JHQVKLS

$GDP .HVZLFN QRQ H[HFXWWYHGDBHFMWRUFN MRLQHG WKH -DUGLQH 0D
ZDV 'HSXW\ 0DQDJLQJ 'LUHFWRU RI -DUGLQH ODWKHVRQ IURP W R +H
$XIXVW +H KDV KHOG D QXPEHU RI H[HFXWLYH SRVLWLRQV VLQFH MRLQ

6RQV LQ LQFOXGLQJ JURXS VWUDWHJI\ GLUHFWRU DQG WKHUHDIWHU JL



DQG OU .HVZLFN LV D GLUHFWRU RI +RQJNRQJ /DQG DQG 0DQGDULQ
RI <DEXOL &KLQD (QWUHSUHQHXUV JRUXP +H ZDV D GLUHFWRU RI '), 5HWLC
ODUFK DQG YLFH FKDLUPDQ RI WKH VXSHUYLVRU\ ERDUG Rl 5RWKVFKLO
(WRQ &ROOHJH DQG (GLQEXUJK 8QLYHUVLW\ ZKHUH KH UHFHLYHG KLV 0DVW

%RUQ LQ %ULWLVK FLWL]JHQVKLS

OLNH 9ROSL QRQ H[HPXOWLYHNHJER®WRU LV D *HQHUDO 3DUWQHU DW ,Q
LQ WR HVWDEOLVK WKH ILUPpV 1RUWK $PHULFDQ DFWLYLWLHV OLNH
LQWHOOLJHQFH +H LV FXUUHQWO\ VHUYLQJ RQ WKH ERDUGV RI $XURUD &I
RWKHUV OLNH ZDV SUHYLRXVO\ D GLUHFWRU RI (ULFVVRQ DQG )LDW &KU\V
21ILFHU DQG 693 *0 Rl &LVFRuV URXWLQJ EXVLQHVV ZKHUH KH PDQDJHG D
ZDV UHVSRQVLEOH IRU WKH DFTXLVLWLRQ RI RYHU FRPSDQLHV VRPH R
OHFKDQLFDO (QJLQHHULQJ DQG DQ 06 LQ ODQXIDFWXULQJ 6\WWHPV (QJL
6WDQIRUG *UDGXDWH 6FKRRO RI %XVLQHVV +H FXUUHQWO\ VHUYHV RQ WK
6FKRODUV SURJUDP

%RUQ LQ $PHULFDQ FLWL]JHQVKLS

$V Rl '"HFHPEHU WKH PHPEHUV RI WKH %YRDUG RI 'LUHFWRUV KDG
WDEOH EHORZ

&RUSRUDWH $XWRPRW LY HXDQAB
JRYHUQDRLFID QFLPO&BQ SR UDWIHILWDO| D PRWRUVSRUWRRG
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$00 %RDUG OHPEHUYV KDYH NQRZOHGJH DQG H[SHUWLVH RQ EXVLQHVV
ORUHRYHU PRUH WKDQ KDOI RI %YRDUG OHPEHUYV KDYH GHYHORSHG H[SHUL
'LWK WKHVH VNLOOV WKH\ RYHUVHH VXVWDLQDELOLW\ PDWWHUYV DQG PDQD.

$V RI '"HFHPEHU WKH %RDUG RI 'LUHFWRUV DQG LWV FRPPLWWH
LQ WKH WDEOH EHORZ

289 .QGHSHQGHQW  &RPPLWWHHYV | ' ynFyruwrwSROHY LQ
'LUHFWRDWLRQDBEXW YW L Y6 ( "XW FE K RPSHQV ILUVW| WFEKWRJ H SDOLHV
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5HIHUHQFHV LQ WKLV WDEOH WR 'LUHFWRUV UHIHU WR )HUUDUL 1 9 7KH %RDUG RI 'LUHFWR
VKDUHKROGHUV
OU -RKQ (ONDQQ LV ([HFXWLYH 'LUHFWRU IURP $SULO
0U %HQHGHWWR 9LJQD ZDV FRQILUPHG DV &KLHI ([HFXWLYH 2IILFHU E\ WKH %RDUG RI 'LUHI
'LUHFWRUVKLSV LQ OLVWHG FRPSDQLHV RWKHU WKDQ LQ WKH &RPSDQ\

1RQH RI WKH PHPEHUV RI WKH %RDUG RI 'LUHFWRUV DQG )/7 KDYH KH!
LQFOXGLQJ UHIJXODWRUV LQ WKH SDVW WZR \HDUV



%RDUG 5HIXODWLRQV

7KH FXUUHQW UHJXODWLRQV RI WKH %RDUG RI 'LUHFWRUV GHDO ZLW
FRPPLWWHHY LOQWHUQDOO\

7KH UHJXODWLRQV FRQWDLQ SURYLVLRQV FRQFHUQLQJ WKH PDQQHU |
DQG KHOG LQFOXGLQJ WKH GHFLVLRQ PDNLQJ SURFHVV 7KH UHJXODWLRQ\
RU YLGHR FRQIHUHQFH SURYLGHG WKDW DOO SDUWLFLSDWLQJ 'LUHFWRU
GLVFXVVLRQ Rl WKH LWHPV RQ WKH DJHQGD

7TKH %RDUG RI 'LUHFWRUYVY FDQ RQO\ DGRSW YDOLG UHVROXWLRQV ZKH
DW WKH PHHWLQJ RU EH UHSUHVHQWHG WKHUHDW

$ 'LUHFWRU PD\ RQO\ EH UHSUHVHQWHG E\ DQRWKHU 'LUHFWRU DXWKR
PRUH WKDQ RQH RWKHU 'LUHFWRU

$00 UHVROXWLRQV VKDOO EH DGRSWHG E\ WKH IDYRUDEOH YRWH RI W
PHHWLQJ SURYLGHG WKDW WKH UHJXODWLRQV PD\ FRQWDLQ VSHFLILF SUR’

7TKH %RDUG RI 'LUHFWRUV VKDOO EH DXWKRUL]JHG WR DGRSW UHVROX\
KDYH H[SUHVVHG WKHLU RSLQLRQV LQ ZULWLQJ XQOHVV RQH RU PRUH 'LU
DGRSWHG LQ WKLV ZzD\ SULRU WR WKH DGRSWLRQ RI WKH UHVROXWLRQ

OHPRUDQGXP DQG $UWLFOHV RI $VVRFLDWLRQ

$ FRS\ RI WKH $UWLFOHV RI $VVRFLDWLRQ RI RXU SUHGHFHVVRU FRPES
5HILVWUDWLRQ 6WDWHPHQW RQ )RUP ) ILOHG RQ -XO\

2XU $UWLFOHV RI $VVRFLDWLRQ DUH LGHQWLFDO LQ DOO PDWHULDO U
$UWLFOHV RI $VVRFLDWLRQ PD\ EH REWDLQHG IURP WKH 'XWFK 7UDGH 5HJL"

7KH IROORZLQJ LV D VXPPDU\ RI PDWHULDO LQIRUPDWLRQ UHODWLQJ \
FHUWDLQ SURYLVLRQV RI WKH )HUUDULJV DUWLFOHV RI DVVRFLDWLRQ WK
UHVSHFW RI WKH )HUUDUL VSHFLDO YRWLQJ VKDUHV WKH 27HUPV DQG &RQ
WKH GDWH RI WKLV DQQXDO UHSRUW 7KH VXPPDULHV Rl WKH )HUUDUL $UW
LQ WKLV DQQXDO UHSRUW DUH TXDOLILHG LQ WKHLU HQWLUHW\ E\ UHIHUH
7HUPV DQG &RQGLWLRQV

7KH )HUUDUL 6KDUHVY $UWLFOHV RI $VVRFLDWLRQ DQG 7HUPVY DQG &RQGLWI

JHUUDUL ZDV LQFRUSRUDWHG DV D SPDPC@IOR JGL FIHE KD OAINDEM KIE VO\D ER P
IHWKHUODQGV RQ 6HSWHPEHU XQGHU WKH QDPH )( 1HZ 1 9 LQ FRQW
19 HIIHFWLYH DV RI -DQXDU\ XSRQ HIIHFWMYDAVQXW LRI HWY] K @ 8B Bl UHGELD P
IHWKHUODQGVY DQG LWV FRUSRUDWH DGGUHVYV DQG SULQFLSDO SODFH RI
ODUDQHOOR 02 ,WDO\ )HUUDUL LV UHJLVWHUHG ZLWK WKH 'XWFK 7UDGF

WV WHOHSKRQH QXPEHU LV 7KH &RPSDQ\pV REMHFW V
$VVRFLDWLRQ LV WR FDUU\ RQ HLWKHU GLUHFWO\ RU WKURXJK ZKROO\ RL
ZKROH RU LQ DQ\ SDUW WR SDVVHQJHU DQG FRPPHUFLDO YHKLFOHV WUL
PDFKLQHU\ DQG HTXLSPHQW DQG UHODWHG JRRGV DQG SURSXOVLRQ DV Z
VHUYLFH DFWLYLW\

6LQFH LOQFRUSRUDWLRQ )HUUDUL KDV KDG DQG LW LQWHQGV WR FRQW
ZLOO WKHUHIRUH EH D WD[ UHVLGHQW RI ,WDO\ XQGHU ERWK ,WDOLDQ WD]



WKH 1IHWKHUODQGY DQG WKH 5HSXEOLF RI ,WDO\ IRU WKH DYRLGDQFH RI GI
R

6KDUH &DSLWDO

7KH DXWKRUL]JHG VKDUH FDSLWDO RI )HUUDUL LV VHYHQ PLOOLRQ ILYF
KXQGUHG VHYHQW\ ILYH PLOOLRQ JHUUDUL FRPPRQ VKDUHV QRPL
HTXDO QXPEHU RI VSHFLDO YRWLQJ VKDUHV QRPLQDO YDOXH RI RQH (XUR ¥

JROORZLQJ WKH &DSLWDO ODUNHWYVY 'D\ KHOG LQ RQ -XO\ Rl WKH
EX\EDFN SURJUDP RI DSSUR[LPDWHO\ (XUR ELOOLRQ WR EH H[HFXWHG E\
WKH 23ULRU 3URJUDP: 7KH ILUVW WUDQFKH RI WKH 3ULRU 3URJUDP RI X<

FRPSOHWHG RQ 1RYHPEHU 7KH VHFRQG WUDQFKH RI WKH 3ULRU 3UF
'"HFHPEHU DQG FRPSOHWHG RQ -XQH 7KH WKLUG WUDQFKH RI W
ODXQFKHG RQ -XO\ DQG FRPSOHWHG RQ 2FWREHU 7TKH IRXUWK
PLOOLRQ ZDV ODXQFKHG RQ 1RYHPEHU DQG ZDV FRPSOHWHG RQ -XQF
XS WR (XUR PLOOLRQ ZDV ODXQFKHG RQ -XO\ DQG ZDV FRPSOHWH
B3ULRU 3URJUDP RI XS WR (XUR PLOOLRQ ZDV ODXQFKHG RQ 'HFHPEHU

VHYHQWK WUDQFKH RI WKH 3ULRU 3URJUDP ZDV DQQRXQFHG RQ )HEUXDU\
DFFHOHUDWHG ERRNEXLOG RIIHULQJ 2%$%2% RI )HUUDUL FRPPRQ VKDUHV F

RITHUHG LQ WKH $%2 IRU D WRWDO FRQVLGHUDWLRQ RI (XUR 7KH H
PLOOLRQ ZDV ODXQFKHG RQ $XJXVW DQG ZDV FRPSOHWHG RQ 'HFHP
KHOG RQ 2FWREHU JHUUDUL DQQRXQFHG D QHZ PXOWL \HDU VKDUH
HISHFWHG WR EH H[HFXWHG E\ WKH 21HZ 3URJUDP? 7KH ILUVW WUDQF
VWDUWHG RQ -DQXDU\ DQG LV H[SHFWHG WR HQG QR ODWHU WKDQ 0D\
$V RI '"HFHPEHU JHUUDULpV FRPPRQ VKDUHV KHO®RILQY KHUVIDF KX B

WKH &RPSDQ\ KHOG $QURHBWWXWRWDO LVVXHG VKDUH FDSLWDO LQFOXGLQJ
VKDURY DGGLWLRQDO LQIRUPDWLRQ RQ WKH DERYHPHQRWKRQOQH® IRKPD M LL
$GGLWLRQDO ,QIRUPDWLRQ*3XUFKDVHV RI (TXLW\ 6HFXULWLHV E\ WKH ,VVX

$ GHOHIJDWLRQ RI DXWKRULW\ WR WKH %RDUG RI 'LUHFWRUV WR DXWK|
ULJKWV HQDEOHG )HUUDUL WR RIIHU DQG VHOO QHZO\ LVVXHG FRPPRQ VKD
\HDUV IURP -DQXDU\ XS WR DQG LQFOXGLQJ -DQXDU\ 8QGHU 'X
SHULRG RI ILYH \HDUV EXW PD\ EH UHQHZHG E\ D UHVROXWLRQ RI WKH JH
SHULRGV DW DQ\ WLPH 7KH DXWKRUL]DWLRQ ZDV UHQHZHG RQ DQ DQQXL
VXEVHTXHQW \HDUV 3XUVXDQW WR WKH UHVROXWLRQ RI WKH $QQXDO *HQ
EHHQ IXUWKHU UHQHZHG IRU WKH SHULRG VWDUWLQJ IURP $SULO XS

JHUUDUL FRPPRQ VKDUHV DUH UHJLVWHUHG VKDUHV UHSUHVHQWHG E\
'LUHFWRUV PD\ GHWHUPLQH WKDW IRU WKH SXUSRVH Rl WUDGLQJ DQG WI
FHUWLILFDWHY VKDOO EH LVVXHG LQ VXFK IRUP DV VKDOO FRPSO\ ZLWK Wtk
VKDUHKROGHUV LV PDLQWDLQHG E\ )HUUDUL LQ WKH 1HWKHUODQGYV DQG D
EHKDOI E\ WKH 7UDQVIHU $JHQW ZKLFK VHUYHV DV EUDQFK UHJLVWUDU DQ

%HQHILFLDO LQWHUHVWY LQ )HUUDUL FRPPRQ VKDUHV WKDW DUH WUL
SURYLGHG E\ 7KH '"HSRVLWRU\ 7UXVW &RPSDQ\ 2'7&%® DQG DUH UHJLVWHUH (



&HGH &R DV '7&pV QRPLQHH %HQHILFLDO LQWHUHVWY LQ WKH )HUUDUL
WKURXJK ORQWH 7LWROL 6 S $ WKH ,WDOLDQ FHQWUDO FOHDULQJ DQG VHYV

JHUUDUL FXUUHQWO\ KDV QR DQWL WDNHRYHU PHDVXUHV LQ SODFH
'LUHFWRUV

6HW IRUWK EHORZ LV D VXPPDU\ GHVFULSWLRQ RI WKH PDWHULDO SUR
RXU 'LUHFWRUV 7KH VXPPDU\ GRHVY QRW UHVWDWH WKH )HUUDUL $UWLFOHYV

JHUUDULpV 'LUHFWRUV VHUYH RQ WKH %RDUG RI 'LUHFWRUV IRU D WH
GD\ WKDW WKH ILUVW DQQXDO JHQHUDO PHHWLQJ RI WKH VKDUHKROGHUYV
DSSRLQW WKH 'LUHFWRUV RI WKH %RDUG RI 'LUHFWRUY DW D JHQHUDO PH
JHQHUDO PHHWLQJ RI VKDUHKROGHUV 7KH JHQHUDO PHHWLQJ RI VKDUHKRC(
RUD QRQ H[HFXWLYH 'LUHFWRU

7KH %RDUG RI 'LUHFWRUV LV D RQH WLHU ERDUG DQG FRQVLVWYV Rl WK
UHVSRQVLELOLW\ IRU WKH GD\ WR GD\ PDQDJHPHQW RI )HUUDUL H[HFXWL
UHVSRQVLELOLW\ QRQ H[HFXWLYH 'LUHFWRUV 7KH WDVNV RI WKH H[HFXW
JHUUDULpV %RDUG RI 'LUHFWRUV PD\ EH DOORFDWHG XQGHU RU SXUVXDQ\
JHQHUDO PHHWLQJ KDV VWLSXODWHG ZKHWKHU HDFK VXFK 'LUHFWRU LV
IXUWKHUPRUH SURYLGHG WKDW WKH WDVN WR VXSHUYLVH WKH SHUIRUPDQ
QRQ H[HFXWLYH 'LUHFWRUV ,Q DGGLWLRQ DQ H[HFXWLYH 'LUHFWRU PD\ QF
RI HVWDEOLVKLQJ WKH UHPXQHUDWLRQ RI HITHFXWLYH 'LUHFWRUV RU QRPLC
IDOO ZLWKLQ WKH SRZHU RI WKH %RDUG RI 'LUHFWRUV DV D ZKROH 5HJI
FROOHFWLYHO\ UHVSRQVLEOH IRU WKH SURSHU PDQDJHPHQW DQG VWUDWI
HIHFXWLYH 'LUHFWRUV 7KH %RDUG RI 'LUHFWRUV PD\ GHWHUPLQH WKDW F
FRQFHUQLQJ PDWWHUYV EHORQJLQJ WR KLV RU WKHLU GXWLHV

JHUUDUL KDV D SROLF\ LQ UHVSHFW RI WKH UHPXQHUDWLRQ RI WKH Pt
RI WKH UHPXQHUDWLRQ SROLF\ WKH %RDUG RI 'LUHFWRUV PD\ GHWHUPLC
SHUIRUPDQFH RI WKHLU GXWLHV 7KH %RDUG RI 'LUHFWRUV PXVW VXEPLW
DSSURYDO SODQV WR DZDUG VKDUHV RU WKH ULJKW WR VXEVFULEH IRU V

*HQHUDO OHHWLQJ RI 6KDUHKROGHUV KHOG RQ $SULO WR LPSOHPHQ\
WKH (8 'LUHFWLYH LOQWR 'XWFK ODZ 7KH DPHQGHG UHPXQHUDWLRQ
OHHWLQJ RI 6KDUHKROGHUYV EXLOGV XSRQ WKH SUHYLRXV UHPXQHUDWLRQ
*HQHUDO OHHWLQJ RI 6KDUHKROGHUY KHOG RQ $SULO DQG QR PDW

UHPXQHUDWLRQ SROLF\ ,Q DGGLWLRQ WKH DPHQGHG SROLF\ SURYLGHG IR
DSSOLFDEOH WR 'LUHFWRUV DQG HPSOR\HHV 3XUVXDQW WR WKH UHVROXW
UHPXQHUDWLRQ SROLF\ RI WKH %RDUG Rl 'LUHFWRUV KDV EHHQ DPHQGH
UHPXQHUDWLRQ SROLFLHV WR EH VXEPLWWHG IRU DSSURYDO HYHU\ IRXU
SUHYLRXV RQH ZLWK QR PDWHULDO FKDQJHV WR WKH 'LUHFWRUuV UHPXQH!I

JHUUDUL VKDOO QRW JUDQW WKH 'LUHFWRUV DQ\ SHUVRQDO ORDQV RU
6KDUH 2ZQHUVKLS

7KH QXPEHU RI VKDUHVY GLUHFWO\ DQG LQGLUHFWO)HEAMNDG EL WV NMHBEH U\
IRUWK LQ WKH WDEOH EHORZ



1DPH &RPPRQ 6KDUHNL &RPPRQ 6KRUHY pho grwLQ DO 9RWLQJ
2XWVWDQGL oK DY XWVWDQGLC
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&RPPRQ VKDUHVY KHOG UHSUHVHQW OHVV WKDQ PHHEJUPHIWY RI RXU FRPPRQ VKDUHV RXWVWD

$V GLVFXVVHG XQGHU 20DMRU 6KDUHKROGHUV? LQ WKLV $QQXDO 5HSRUW WKLV UHIHUV WR
ZKLFK OU 3LHUR )HUUDUL KDV XVXIUXFW 7UXVW 3LHUR )HUUDUL KDV WKH EDUH RZQHUVKLS |
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1R PHPEHUV RI WKH )HUUDUL /HDGHUVKLS 7HDP EHQHILFLDOO\ RZQ St
RU VSHFLDO YRWLQJ VKDUHV

7KH $XGLW &RPPLWWHH

7KH $XGLW &RPPLWWHH LV UHVSRQVLEOH LQWHU DOLD IRU DVVLVWL(
DXWKRULW\ GHOHJDWHG E\ WKH %RDUG RI 'LUHFWRUV ZLWK UHVSHFW WR
&RPSDQ\uV SROLF\ RQ WD[ SODQQLQJ LLL WKH &RPSDQ\uV ILQDQFLQJ
FRPPXQLFDWLRQ WHFKQRORJ\ Y WKH VI\VWHPV RI LQWHUQDO FRQWUROV W
YL WKH &RPSDQ\uV FRPSOLDQFH ZLWK OHJDO DQG UHJXODWRU\ UHTX
UHFRPPHQGDWLRQV DQG REVHUYDWLRQV RI LQWHUQDO DXGLWRUV DQG L
&RPSDQ\uV SROLFLHV DQG SURFHGXUHV IRU DGGUHVVLQJ FHUWDLQ DFWXI
DSSURYDO Rl UHODWHG SDUW\ WUDQVDFWLRQV [ WKH LQGHSHQGHQW UH.
UHPXQHUDWLRQ DQG DQ\ QRQ DXGLW VHUYLFHV IRU WKH &RPSDQ\ [L WKH
LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP [LL ULVN PDQDJH
DQG HIIHFWLYHQHVV Rl WKH &RPSDQ\uV HWKLFV DQG FRPSOLDQFH SURJUDF
(QWHUSULVH & EHUVHFXULW\ DQG WKH &KLHI 'LJLWDO 7UDQVIRUPDWLRQ 2I
PHHWLQJ DW OHDVW RQFH D \HDU

7KH $XGLW &RPPLWWHH FXUUHQWO\ FRQVLVWYVY RI 0OU 'XFD &KDLUSHU\
LV LQGHSHQGHQW ZLWKLQ WKH PHDQLQJ RI WKH 'XWFK &RUSRUDWH *RYHUQ
6HUJLR 'XFD LV WKH 2DXGLW FRPPLWWHH ILQDQFLDO H[SHUW?3 7KH JHQGHU

7KH $XGLW &RPPLWWHH LV HOHFWHG E\ WKH %RDUG RI 'LUHFWRUV DQG
$XGLW &RPPLWWHH PHPEHUV DUH DOVR UHTXLUHG L QRW WR KDYH DQ\ |
DXGLWRUV RU DFFRXQWDQWYV IRU WKH &RPSDQ\ LL WR EH 2LQGHSHQGHQW
$FW DQG WKH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH DQG LLL WR EH 2]l
ILQDQFLDO PDQDJHPHQW H[SHUWLVH® DV GHWHUPLQHG E\ WKH %RDUG RI
VKDOO EH D 2ILQDQFLDO H[SHUW? DV GHILQHG E\ WKH 6DUEDQHYV 2[OH\ $FW
'HFUHH RQ WKH (VWDEOLVKPHQW RI DQ DXGLW FRPPLWWHH 1R $XGLW &R
FRPPLWWHHYVY IRU RWKHU SXEOLF FRPSDQLHVY DEVHQW D ZDLYHU IURP WK
&RPSDQ\pV DQQXDO UHSRUW B8QOHVVY GHFLGHG RWKHUZLVH E\ WKH $XGLW
ILUP RI WKH &RPSDQ\ WKH &KLHI )LQDQFLDO 2IILFHU WKH &KLHI ,QWHUQD
,QWHUQDO $XGLW DUH UHTXLUHG WR DWWHQG LWV PHHWLQJV ZKLOH WKH
PHHWLQJYV RI WKH $XGLW &RPPLWWHH XQOHVV WKH $XGLW &RPPLWWHH Gt
$XGLW &RPPLWWHH LI WKH $XGLW &RPPLWWHH VR UHTXLUHV 7KH $XGLW &I
RQFH SHU \HDU RXWVLGH WKH SUHVHQFH RI WKH H[HFXWLYH 'LUHFWRUV DQ
PDNH DQ DVVHVVPHQW RI WKH SHUIRUPDQFH RI WKH $XGLW &RPPLWWHH DW

, Q WKH $XGLW &RPPLWWHH PHW WLPHY DQG WKH DYHUDJH DWW
VHYHUDO PDWWHUV ZHUH GLVFXVVHGURQHOXEGGE QUIHWERQIN E LW LR HR/L WWKHHH



DQG ULVN IUDPHZRUN ULVN DVVHVVPHQW LOQWHUQDO FRQWURO RYHU ILQD
RYHUYLHZ RI RSHUDWLQJ UHVXOWYV ,Q SDUWLFXODU WKH $XGLW &RPPLWW|
ZLWK WKH DVVLVWDQFH RI WKH &KLHI )LQDQFLDO 2IILFHU DQG RWKHU &RF
PDWWHUYV DV ZHOO DV WKH PDLQ EXVLQHVYVY GULYHUV

7TKH &RPSHQVDWLRQ &RPPLWWHH

7KH &RPSHQVDWLRQ &RPPLWWHH LV UHVSRQVLEOH IRU DPRQJ RWKHU
DQG DFWLQJ XQGHU DXWKRULW\ GHOHJDWHG E\ WKH %RDUG RI 'LUHFWRU\
FRQVLVWHQW ZLWK WKH &RPSDQ\pV UHPXQHUDWLRQ SROLF\ LL UHYLHZLQ
'LUHFWRUYV LLL DGPLQLVWHULQJ HTXLW\ LQFHQWLYH SODQV DQG GHIH
PDQDJHPHQW WKH &RPSDQ\pV SROLFLHVY DQG SUDFWLFHV UHODWHG WR FR
SUHSDULQJ WKH FRPSHQVDWLRQ UHSRUW

7TKH &RPSHQVDWLRQ &RPPLWWHH FXUUHQWO\ FRQVLVWY RI 0OU *DODC
&RPSHQVDWLRQ &RPPLWWHH LV HOHFWHG E\ WKH %RDUG RI 'LUHFWRUV DQ
PRVW RQH RI ZKRP PD\ QRW EH LQGHSHQGHQW XQGHU 'XWFK &RUSRUDWH
HYHU\ PHPEHU RI WKH &RPSHQVDWLRQ &RPPLWWHH LV D QRQ H[HFXWLYH 'l
JHQGHU GLYHUVLW\ ZLWKLQ WKH &RPSHQVDWLRQ &RPPLWWHH LV 8QOH
WKH +HDG RI +XPDQ 5HVRXUFHV RI WKH &RPSDQ\ DWWHQGV LWV PHHWLQJV

, Q WKH &RPSHQVDWLRQ &RPPLWWHH PHW WZLFH ZLWK SHUFHQMW
&RPSHQVDWLRQ &RPPLWWHH UHYLHZHG WKH FRPSHQVDWLRQ UHSRUW )XU
&RPPLWWHH LV LOQFOXGHG LQ WKH FRPSHQVDWLRQ UHSRUW ,Q SDUWLFXOI
DSSURYHG WKH 6KRUW 7HUP ,QFHQWLYH WKH ILQDO .3,V IRU WKH (TXL
BHUIRUPDQFH )DFWRU WKH QHZ (TXLW\ ,QFHQWLYH 30DQ WKH
'LUHFWRUVY UHPXQHUDWLRQ 6HH 25HPXQHUDWLRQ RI 'LUHFWRUVS3 |IRU DGGL

7KH (6* &RPPLWWHH

$V VWDWHG LQ WKH &KDUWHU RI WKH (6* &RPPLWWHH WKH (6* &RPPLW
DQG DGYLVLQJ WKH %RDUG RI 'LUHFWRUV DQG DFWLQJ XQGHU DXWKRULW
GUDZLQJ XS WKH VHOHFWLRQ FULWHULD DQG DSSRLQWPHQW SURFHGXUHV |
RI WKH VL]JH DQG FRPSRVLWLRQ RI WKH %RDUG Rl 'LUHFWRUV DQG DV DSSL
%RDUG RI 'LUHFWRUV LLL SHULRGLF DVVHVVPHQW RI WKH SHUIRUPDQFH
'LUHFWRUV LY SURSRVDOV WR WKH QRQ H[HFXWLYH PHPEHUV Rl WKH %R
GLUHFWRUV WR EH HOHFWHG E\ WKH VKDUHKROGHUV Y VXSHUYLVLRQ RI "
PDQDJHPHQW DQG RQ VXFFHVVLRQ SODQQLQJ DQG YL PRQLWRULQJ HYDO
GLVFORVXUHV DQG UHSRUWYV UHODWLQJ WR (6* PDWWHUV JOREDOO\ Rl WKH

7KH (6* & RPPLWWHH FRQVLVWV RI OU (ONDQQ &KDLUSHUVRQ O0UV {
HOHFWHG E\ WKH %RDUG RI 'LUHFWRUV DQG LV FRPSULVHG Rl DW OHDVW W|
LQGHSHQGHQW XQGHU WKH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH DQG DW
WKH GDWH RI WKLV $QQXDO 5HSRUW O0OU (ONDQQ LV WKH RQO\ H[HFXWLYH
&RPPLWWHH PHPEHUV DUH LQGHSHQGHQW 7KH JHQGHU GLYHUVLW\ ZLWKLQ

, Q WKH (6* &RPPLWWHH PHW RQFH ZLWK SHUFHQW B V&R PARIGDWHRE
UHYLHZHG WKH %RDUG RI 'LUHFWRUVy DQG &RPPLWWHHWPV DVVHVVPHQWYV
UHFRPPHQGDWLRQV IRU 'LUHFWRUVY HOHFWLRQ

$V GHVFULEHG DERYH WKH FKDUWHUV RI WKH $XGLW &RPPLWWHH &R
LQGHSHQGHQFH UHTXLUHPHQWY IRU WKHLU PHPEHUV IRU SXUSRVHV RI WK
PHPEHUY DUH DOVR UHTXLUHG WR TXDOLI\ DV LQGHSHQGHQW IRU SXUSRVH\



,QGHPQLILFDWLRQ RI '"LUHFWRUYV

8QGHU 'XWFK ODZ LQGHPQLILFDWLRQ SURYLVLRQV PD\ EH LQFOXGHG
$UWLFOHV RI $VVRFLDWLRQ WKH &RPSDQ\ LV UHTXLUHG WR LQGHPQLI\ DQ\
RIILFHUVY DQG DQ\ SHUVRQ ZKR PD\ KDYH VHUYHG DW LWV UHTXHVW DV D
VKDUHV RU RI ZKLFK LW LV D FUHGLWRU ZKR ZHUH RU DUH PDGH D SDUW\ R
WKUHDWHQHG SHQGLQJ RU FRPSOHWHG DFWLRQ VXLW RU SURFHHGLQJ
LQYHVWLIJDWLYH HDFK D 23URFHHGLQJ® RU DQ\ DSSHDO LQ VXFK D 3URFHF
D 3URFHHGLQJ DJDLQVW DQ\ DQG DOO OLDELOLWLHVY GDPDJHV UHDVRQDE
DQG VXEVWDQWLDWHG DWWRUQH\Vpu IHHYV ILQDQFLDO HIIHFWV RI MXGJPH
SXQLWLYH GDPDJHV DQG DPRXQWV SDLG LQ VHWWOHPHQW LQ FRQQHFWLRC(
VKDOO QRW EH GHHPHG H[FOXVLYH RI DQ\ RWKHU ULJKWV WR ZKLFK WKRVH
DERYH QR LQGHPQLILFDWLRQ VKDOO EH PDGH LQ UHVSHFW RI DQ\ FODLP
LOQGHPQLILHG SHUVRQV VKDOO EH DGMXGJHG WR EH OLDEOH IRU JURVV QF
SHUVRQupV GXW\ WR )HUUDUL )HUUDUL KDV SXUFKDVHG GLUHFWRUVu DQG
'LUHFWRUYV DQG FHUWDLQ RWKHU RIILFHUV VXEVWDQWLDOO\ LQ OLQH ZLWK

&RQIOLFW RI ,QWHUHVW

$ 'LUHFWRU VKDOO QRW SDUWLFLSDWH LQ GLVFXVVLRQV DQG GHFLVLR
LQ UHODWLRQ WR ZKLFK KH RU VKH KDV D GLUHFW RU LQGLUHFW SHUVRQDC
WKH EXVLQHVYVY DVVRFLDWHG ZLWK WKH &RPSDQ\ 2&RQIOLFW RI ,QWHUHVW
'LUHFWRU FRQFHUQHG $00 WUDQVDFWLRQV ZKHUH WKHUH LV D &RQIOLFW
WKH EUDQFK FRQFHUQHG DQG DSSURYHG E\ WKH %RDUG RI 'LUHFWRUV ,Q
KRF EDVLY UHVROYH WKDW WKHUH LV VXFK D VWURQJ DSSHDUDQFH RI D ¢
VSHFLILF PDWWHU WKDW LW LV GHHPHG LQ WKH EHVW LQWHUHVW RI D SL
HIFXVHG IURP SDUWLFLSDWLRQ LQ WKH GHFLVLRQ PDNLQJ SURFHVV ZLWK
KDYH DQ DFWXDO &RQIOLFW RI ,OWHUHVW ,|Q WKHUH ZHUH QR WUDQ
PDQDJHPHQW ERDUG PHPEHUV RU VXSHUYLVRU\ ERDUG PHPEHUV RWKHU WHK

$W OHDVW DQQXDOO\ HDFK 'LUHFWRU VKDOO DVVHVV LQ JRRG IDLWE
SUDFWLFH SURYLVLRQ RI WKH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH !
$FW DQG & 6HFWLRQ $ RI WKH 1<6( /LVWHG &RPSDQ\ 0DQXDO DQG LL
FRQQHFWLRQ ZLWK DQ\ WUDQVDFWLRQV EHWZHHQ WKH &RPSDQ\ DQG D VL
LQFOXGLQJ DIILOLDWHV RI D VLIJQLILFDQW VKDUHKROGHU VXFK FRQIOLFW
([RU ZRXOG EH FRQVLGHUHG D VLJQLILFDQW VKDUHKROGHU

7KH 'LUHFWRUYV VKDOO LQIRUP WKH %RDUG RI 'LUHFWRUV WKURXJK WK
%»RDUG RI 'LUHFWRUV DV WR DOO PDWHULDO LQIRUPDWLRQ UHJDUGLQJ D
FKDUDFWHUL]DWLRQ DV 2LQGHSHQGHQW?:® RU LPSDFW WKH DVVHVVPHQW RI
"2 TXHVWLRQQDLUHV FLUFXODWHG E\ RU RQ EHKDOI RI WKH 6HFUHWDU\ W
EXVLQHVYVY DQG RWKHU UHODWLRQVKLSYV

%DVHG RQ HDFK 'LUHFWRUpV DVVHVVPHQW GHVFULEHG DERYH WKH %
DQQXDOO\ UHJDUGLQJ VXFK 'LUHFWRUUY LQGHSHQGHQFH DQG VXFK 'LUHFW
VKDOO EH FRQFOXVLYH DEVHQW D FKDQJH LQ FLUFXPVWDQFHV IURP WKR\
FKDQJH LQ VXFK GHWHUPLQDWLRQ

OU (ONDQQ LV &KLHI ([HFEXWLYH 2IILFHU RI ([RU RXU DQG 6WHOODQWL
6WHOODQWLYVY 6WHOODQWLV ([RU DQG D QXPEHU RI FRPSDQLHV LQ WKH 6\
25LVN )DFWRUV+:H PD\ KDYH SRWHQWLDO FRQIOLFWY RI LQWHDRGWLRWW]K 6
25HODWHG 3DUW\WEIRXMDERWQRRUEGDWHG )LQDQFLDO 6WDWHPHQWYV

)LQDOO\ 0OU )HUUDUL LV WKH QRQ H[HFXWLYH &KDLUPDQ RI &2;%$ 6 S $
JRUPXOD UDFLQJ FDUV DQG RI +3( 6 UO ZKLFK SURYLGHV FRRNGDWBGQF)\
SDUW\ TUDQWRFRAR @RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV



/IRA\ADOW\ 9RWLQJ 3URJUDP

,Q FRQQHFWLRQ ZLWK WKH 6HSDUDWLRQ IURP )&% )HUUDUL LVVXHG V¢
FHQW » SHU VKDUH WR )&$ 3LHUR )HUUDUL DQG )&% VKDUHKROGHUYV KF
LQFOXGLQJ ([RU LQ DGGLWLRQ WR )HUUDUL FRPPRQ VKDUHYV

$vV RHEUXDU\ ([RU KHOG DSSURSIHAIPMIPOA RI WKH YRWLQJ SRZHU LQ W
JHUUDUL D -HUVH\ WUXVW HVWDEOLVKHG BEHBEFHQRV)RUWBUHLY KWDGJ DSSRAHJ L
VKDUHKROGHUY KHOG DSSUR[LPDWHO\ SHUFHQW RI WKH YRWLQJ SRZHU
DUH FDOFXODWHG EDVHG RQ WKH QXPEHU RI RXWVWDQGLQJ VKDUHV QHW R
22YHUYLHZ++LVWRU\ RI WKH &RPSDQ\s3

6 XEMHFW WR PHHWLQJ FHUWDLQ FRQGLWLRQV RXU FRPPRQ VKDUHYV |
5HIJLVWHU?® DQG DOO VXFK FRPPRQ VKDUHV PD\ TXDOLI\ DV TXDOLI\LQJ FI
KROGHU Rl 4XDOLI\LQJ &RPPRQ 6KDUHV LV HQWLWOHG WR UHFHLYH ZLWKR)>
VXFK 4XDOLI\LQJ &RPPRQ 6KDUH 3XUVXDQW WR WKH 7HUPV DQG &RQGLWLR
LQ WKH /R\ADOW\ 5HJLVWHU VXFK )HUUDUL FRPPRQ VKDUHV VKDOO QRW E
FLUFXPVIWBWBBQVIHUV WR DIILOLDWHYV RU WR UHODWLYHY WKURXJK VXFFH\
DQG &RQGLWLRQV DV 2/R\DOW\ 7TUDQVIHUHH? EXW D VKDUHKROGHU PD\ FU
FKDUJH RU RWKHU HQFXPEUDQFH RYHU VXFK )HUUDUL FRPPRQ VKDUHV SU
FRPPRQ VKDUHVY DQG DQ\ FRUUHVSRQGLQJ VSHFLDO YRWLQJ VKDUHV UHPDL
ZKR ZzZDQW WR GLUHFWO\ RU LQGLUHFWO\ VHOO GLVSRVH RI WUDGH RU WU
RU LQWHUHVW WKHUHLQ RU FUHDWH RU SHUPLW WR H[LVW DQ\ SOHGJH (
JHUUDUL FRPPRQ VKDUHV ZLWK D SRWHQWLDO WUDQVIHU RI YRWLQJ ULJK\
UHJLVWUDWLRQ UHTXHVW DV UHIHUUHG WR LQ WKH 7HUPVY DQG &RQGLWLRQ
UHJXODU WUDGLQJ VA\VWHP WKH 25HJXODU 7UDGLQJ 6\VWHP?3 H[FHSW WKDW
LQFOXGHG LQ WKH /R\DOW\ 5HJLVWHU WR D /R\DOW\ 7UDQVIHUHH DV GHILQ
ZLWKRXW WUDQVIHUULQJ VXFK VKDUHV IURP WKH /R\DOW\ 5HJLVWHU WR WK

JHUUDULpV VKDUHKROGHUV ZKR VHHN WR TXDOLI\ WR UHFHLYH VSHFL
FRPPRQ VKDUHV UHJLVWHUHG LQ WKH /R\ADOW\ 5HJLVWHU 8SRQ UHJLVWUDMW
WUHDWHG DV 4XDOLI\LQJ &RPPRQ 6KDUHYV SURYLGHG WKH¥*FPHHWV VWKHG FI
&RQGLWLRQV RI WKH 63HHARD 9RWLQJ 6KDUHYV?3

IRWZLWKVWDQGLQJ WKH IDFW WKDW $UWLFOH RI WKH )HUUDUL $UV
JHUUDUL WR DSSURYH WUDQVIHUV RI VSHFLDO YRWLQJ VKDUHV WKH VSHFI
YHU\ OLPLWHG ELKWFRFRVYWRIDRGEMWY 7TUDQVIHUHH GHVFULEHG DBRRYGILHRW WR )HU

3XUVXDQW WR $SUWLFOH RI WKH )HUUDUL $UWLFOHV RI $VVRFLDWLR
FUHGLWHG DJDLQVW WKH VKDUH SUHPLXP H[FOXVLYHO\ IRU WKH SXUSRVH
VKDUHYVY 7KH VSHFLDO YRWLQJ VKDUHYVY VKDOO EH LVVXHG DQG SDLG XS DJD

7KH VSHFLDO YRWLQJ VKDUHY KDYH LPPDWHULDO HFRQRPLF HQWLWC
FRPSO\ ZLWK '"XWFK ODZ EXW DUH LPPDWHULDO IRU LQYHVWRUV 7KH VSHF
FRPPRQ VKDUHYV

6HFWLRQ RI WKH 7THUPV DQG &RQGLWLRQV LQFOXGH OLTXLGDWHG C
KROGHUV WR FLUFXPYHQW WKH WHUPV RI WKH VSHFLDO YRWLQJ VKDUHV 6
E\ PHDQV RI D OHJDO DFWLRQ EURXJKW E\ )HUUDUL EHIRUH FRPSHWHQW
YLRODWLRQ RI WKH SURYLVLRQV RI WKH 7HUPV DQG &RQGLWLRQV FRQFHUC(
6KDUHV FRPPRQ VKDUHV UHJLVWHUHG LQ WKH /R\DOW\ 5HJLVWHU IRU WK
DFFRUGDQFH ZLWK WKH )HUUDUL $UWLFOHV RI $VVRFLDWLRQ DQG 4XDOLI\L
GDPDJHV %HFDXVH ZH H[SHFW WKH UHVWULFWLRQV RQ WUDQVIHUV RI WK}
HISHFW WKH OLTXLGDWHG GDPDJHV SURYLVLRQV WR EH XVHG

3IXUVXDQW WR 6HFWLRQ RI WKH 7HUPV DQG &RQGLWLRQV DQ\ DPH
PHUHO\ WHFKQLFDO QRQ PDWHULDO DPHQGPHQWY DQG XQOHVV VXFK DPHQ



RU UHJXODWLRQV RU WKH OLVWLQJ UXOHV RI DQ\ VHFXULWLHYVY H[FKDQJH I
PDGH ZLWK WKH DSSURYDO RI WKH JHQHUDO PHHWLQJ RI VKDUHKROGHUV RI

$W DQ\ WLPH D KROGHU RI 4XDOLI\LQJ &RPPRQ 6KDUHV RU (OHFWLQJ ¢
VXFK VKDUHV IURP WKH /R\DOW\ 5HJLVWHU WR HQDEOH IUHH WUDGLQJ WKH
IURP WKH /R\ADOW\ 5HJLVWHU VXFK VKDUHV ZLOO FHDVH WR EH (OHFWLQJ &
PD\ EH DQG ZLOO EH IUHHO\ WUDGDEOH DQG YRWLQJ ULIJKWYV DWWDFKHG W
ZLWK LPPHGLDWH HIITHFW DQG VXFK VSHFLDO YRWLQJ VKIRPHYLWHRWD OO EH WU

THUPV DQG &RQGLWLRQV RI WKH 6SHFLDO 9RWLQJ 6KDUHYV

7TKH 7THUPV DQG &RQGLWLRQV DSSO\ WR WKH LVVXDQFH DOORFDWLRQ
YRWLQJ VKDUHV LQ RXU VKDUH FDSLWDO DQG WR FHUWDLQ DVSHFWV RI (OF
FRPPRQ VKDUHV ZKLFK DUH RU ZLOO EH UHJLVWHUHG LQ WKH /R\DOW\ 5HJL

$SSOLFDWLRQ IRU 6SHFLDO 9RWLQJ 6KDUHV

$ )HUUDUL VKDUHKROGHU PD\ DW DQ\ WLPH HOHFW WR SDUWLFLSDWH
UHJLVWHU DOO RU VRPH RI WKH QXPEHU RI )HUUDUL FRPPRQ VKDUHV KHOG
HOHFWLRQ VKDOO EH HIIHFWLYH DQG UHJLVWUDWLRQ LQ WKH /R\DOW\ 5HJ
ZKLFK WKH HOHFWLRQ LV PDGH ,I VXFK )HUUDUL FRPPRQ VKDUHV L H (OHF
5HILVWHU DQG DUH WKXV EORFNHG IURP WUDGLQJ LQ WKH 5HIXODU 7UDGL
QDPH RI WKH VDPH VKDUHKROGHU WKH KROGHU RI VXFK )HUUDUL FRPPRQ \
VKDUH IRU HDFK VXFK )HUUDUL FRPPRQ VKDUH WKDW KDV EHHQ UHJLVWHUF
GH UHJLVWHUHG IURP WKH /R\DOW\ 5HJLVWHU IRU ZKDWHYHU UHDVRQ W
FRUUHVSRQGLQJ QXPEHU RI )HUUDUL VSHFLDO YRWLQJ VKDUHV

'LWKGUDZDO RI 6SHFLDO 9RWLQJ 6KDUHV

$V GHVFULEHG DERYH D KROGHU RI 4XDOLI\LQJ &RPPRQ 6KDUHV RU (O
DOO RI LWV 4XDOLI\LQJ &RPPRQ 6KDUHV RU (OHFWLQJ &RPPRQ 6KDUHV EH
RXWVLGH WKH 5HJXODU 7UDGLQJ 6\VWHP WUDQVIHU VXFK VKDUHV EDFN
VKDUHKROGHU WR IUHHO\ WUDGH LWV )HUUDUL FRPPRQ VKDUHV DV GHVFU
4XDOLI\LQJ &RPPRQ 6KDUHV VKDOO EH FRQVLGHUHG WR KDYH ZDLYHG KLV L
YRWLQJ VKDUHV ZKLFK ZHUH LVVXHG DQG DOORFDWHG LQ UHVSHFW RI VX
DXWRPDWLFDOO\ WULJJHU D PDQGDWRU\ WUDQVIHU UHTXLUHPHQW SXUVXDC
WUDQVIHUUHG WR )HUUDUL IRU QR FRQVLGHUDWLRQ LQ DFFRUGDQFH ZLYV
&RQGLWLRQV )HUUDUL PD\ FRQWLQXH WR KROG WKH VSHFLDO YRWLQJ VKD
WUHDVXU\ VWRFN $OWHUQDWLYHO\ )HUUDUL PD\ ZLWKGUDZ DQG FDQFHO
YDOXH RI VXFK VKDUHY ZLOO EH DOORFDWHG WR WKH VSHFLDO FDSLWDO U
WHUPLQDWH DV WR WKH UHOHYDQW 4XDOLI\LQJ &RPPRQ 6KDUHV EHLQJ G
UHTXLUHG WR WUDQVIHU VSHFLDO YRWLQJ VKDUHV SXUVXDQW WR WKH 7HU
VSHFLDO YRWLQJ VKDUHVY DQG HDFK VKDUHKROGHU H[SUHVVO\ ZDLYHV DQ\
OR\DOW\ YRWLQJ SURJUDP

&KDQJH RI &RQWURO

$ VKDUHKROGHU ZKR LV D KROGHU RI 4XDOLI\LQJ &RPPRQ 6KDUHV RU (
$IJHQW DQG )HUUDUL XSRQ WKH RFFXUUHQFH RI D 2FKDQJH RI FRQWURO®3 DV
EHORZ 7KH FKDQJH RI FRQWURO ZLOO WULJJHU WKH GH UHJLVWUDWLRQ RI
6KDUHV RU WKH UHOHYDQW )HUUDUL FRPPRQ VKDUHV LQ WKH /R\DOW\ 5HJL
LVVXHG DQG DOORFDWHG LQ UHVSHFW RI WKH UHOHYDQW 4XDOLILHG &RPP/|
RI FRQWURO LQ UHVSHFW RI WKH UHOHYDQW KROGHU RI VXFK 4XDOLI\LQJ &l

JRU WKH SXUSRVHV RI WKLV VHFWLRQ D 2FKDQJH RI FRQWURO?® VKDOO
LQGLYIQ®OXDXXUOLMB®D GHEGVRREW RU LQGLUHFW WUDQVIHU LQ RQH RU D VHUL
L D PDMRULW\ RI WKH YRWLQJ ULJKWV Rl VXFK VKDUHKROGHU LL WKH G



H[HUFLVDEOH DW JHQHUDO PHHWLQJV RI VKDUHKROGHUV Rl VXFK VKDUHKR
WKH 'LUHFWRUV H[HFXWLYH 'LUHFWRUV RU ERDUG PHPEHUV RU H[HFXWLY}
PDMRULW\ RU PRUH RI WKH YRWLQJ ULJKWV DW PHHWLQJV RI WKH ERDUG R
VKDUHKROGHU KDV EHHQ WUDQVIHUUHG WR D QHZ RZQHU SURYLGHG WKD!
D WKH WUDQVIHU RI RZQHUVKLS DQG RU FRQWURO LV DQ LQWUD JURXS V
RZQHUVKLS DQG RU FRQWURO LV WKH UHVXOW RI WKH VXFFHVVLRQVRHUWK |
YLYBROQDWLRQ RU RWKHU WUDQVIHU WR D VSRXVH RU D UHODWLYH XS WR [
WKH 4XDOLI\LQJ &RPPRQ 6KDUHV KHOG E\ VXFK VKDUHKROGHU UHSUHVHQW
RI WKH 7UDQVIHUUHG *URXS DW WKH WLPH RI WKH WUDQVIHU DQG WKH 4XD
MXGJPHQW RI WKH &RPSDQ\ DUH QRW RWKHUZLVH PDWHULDO WR WKH 71
27UDQVIHUUHG *URXS® VKDOO PHDQ WKH UHOHYDQW VKDUHKROGHU WRJH
WUDQVIHUUHG DV SDUW RI WKH VDPH FKDQJH RI FRQWURO WUDQVDFWLRQ Z

/ILDELOLW\ IRU )XUWKHU &DSLWDO &DOOV

$00 RI WKH RXWVWDQGLQJ )HUUDUL FRPPRQ VKDUHVY DQG VSHFLDO YR\
$GGLWLRQDO ,VVXDQFHV DQG 5LJKWV RI 3UHIHUHQFH
,ZVVXDQFH RI 6KDUHYV

7KH JHQHUDO PHHWLQJ RI VKDUHKROGHUV RI )HUUDUL WKH 2*HQHUDO
RI VKDUHV XQOHVV VXFK DXWKRULW\ KDV EHHQ GHOHJDWHG WR WKH %RD
OHHWLQJ PXVW GHWHUPLQH WKH SULFH DQG RWKHU WHUPV RI LVVXDQFH 71
VKDUHV LI LW KDV EHHQ DXWKRUL]JHG WR GR VR E\ WKH *HQHUDO OHHWLQJ
'XWFK ODZ VXFK DXWKRUL]DWLRQ PD\ QRW H[FHHG D SHULRG RI ILYH \HDL
OHHWLQJ IRU VXEVHTXHQW ILYH \HDU SHULRGV DW DQ\ WLPH 7KH %RDUG R
$VVRFLDWLRQ DV WKH FRPSHWHQW ERG\ WR LVVXH JHUUDUL FRPPRQ VKDUF
DPRXQW RI WKH J)HUUDUL DXWKRUL]JHG VKDUH FDSLWDO IRU DQ LQLWLDO SH
E\ WKH *HQHUDO OHHWLQJ ZLWK DGGLWLRQDO FRQVHFXWLYH SHULRGV RI X
UHQHZHG RQ DQ DQQXDO EDVLV E\ WKH $QQXDO *HQHUDO OHHWLQJV LQ
$QQXDO *HQHUDO OHHWLQJ KHOG RQ $SULO WKH DXWKRUL]JDWLRQ KD

XS WR DQG LQFOXGLQJ 2FWREHU

JHUUDUL ZLOO QRW EH UHTXLUHG WR REWDLQ DSSURYDO IURP D *HQH!
ULJKW WR VXEVFULEH IRU VKDUHV WKDW ZDV SUHYLRXVO\ JUDQWHG SXUV.
GHOHJDWHG DXWKRULW\ E\ WKH %RDUG Rl 'LUHFWRUV 7KH *HQHUDO OHHWL
'LUHFWRUV RI )HUUDUL IRU WKLV SXUSRVH LV LQ IRUFH QR ORQJHU KDV DX

5LIJIKWV RI 3UH HPSWLRQ

8QGHU 'XWFK ODZ DQG WKH )HUUDUL $UWLFOHV RI $VVRFLDWLRQ HD
SURSRUWLRQ WR WKH DJJUHJDWH QRPLQDO YDOXH RI LWV VKDUHKROGLQ.
JUDQWLQJ RI ULJKWV WR VXEVFULEH IRU )HUUDUL FRPPRQ VKDUHYV ([FHSV
QHZ )HUUDUL FRPPRQ VKDUHV RU WKH JUDQWLQJ RI ULJKWV WR VXEVFULEF
PHPEHU RI LWV JURXS SXUVXDQW WR D VWRFN FRPSHQVDWLRQ SODQ RI )HU
FDVK DQG LLL WR SHUVRQV H[HUFLVLQJ D SUHYLRXVO\ JUDQWHG ULJKW W

,Q WKH HYHQW RI DQ LVVXDQFH RI VSHFLDO YRWLQJ VKDUHYV VKDUHKR

7KH *HQHUDO OHHWLQJ PD\ UHVROYH WR OLPLW RU H[FOXGH WKH ULJK
VKDUHV ZKLFK UHVROXWLRQ UHTXLUHY DSSURYDO RI DW OHDVW WZR WKLU
UHSUHVHQWHG DW WKH *HQHUDO OHHWLQJ 7KH )HUUDUL $UWLFOHV RI $VVF
Rl '"LUHFWRUV WR UHVROYH WR OLPLW RU H[FOXGH WKH ULJKWYV RI SUH HP
3IXUVXDQW WR 'XWFK ODZ WKH GHVLIJQDWLRQ E\ WKH *HQHUDO OHHWLQJ F
SHULRG RI WLPH RI QRW PRUH WKDQ ILYH \HDUV DQG RQO\ LI WKH %RDUG [
GHVLIQDWHG WKH DXWKRULW\ WR UHVROYH WR LVVXH )HUUDUL FRPPRQ V



$UWLFOHV RI $VVRFLDWLRQ DV WKH FRPSHWHQW ERG\ WR H[FOXGH RU OLPL
-DQXDU\ ZKLFK PD\ EH HIWHQGHG E\ WKH *HQHUDO OHHWLQJ ZLWK DG
SHULRG 7KH DXWKRUL]DWLRQ ZDV UHQHZHG RQ DQ DQQXDO EDVLV E\ WKH
3XUVXDQW WR WKH UHVROXWLRQ RI WKH $QQXDO *HQHUDO OHHWLQJ KHOG |
WR LVVXH )HUUDUL FRPPRQ VKDUHY DQG WR OLPLW RU H[FOXGH WKH ULJKW
VKDUHV IRU WKH SHULRG VWDUWLQJ IURP $SULO XS WR DQG LQFOXGL

5HSXUFKDVH RI 6KDUHYV

8SRQ DJUHHPHQW ZLWK WKH UHOHYDQW )HUUDUL VKDUHKROGHU )HU
FRQVLGHRBWURRW VXEMHFW WR FHUWDLQ SURYLVLRQV RI 'XWFK ODZ DQ
FRQVLGHUDWLRQ LI L )HuuDULpV VKDUHKROGHUVHY HTXLW\ OHVV WKH SD
VXP RI FDOOHG XS DQG SDLG LQ VKDUH FDSLWDO DQG DQ\ VWDWXWRU\ UH
JHUUDUL FRPPRQ VKDUHV RU WRJHWKHU ZLWK VXEVLGLDULHY KROG )HUUDU
SHUFHQW RI WKH )HUUDULpuV LVVXHG VKDUH FDSLWDO DQG LLL WKH %R
OHHWLQJ

7TKH DFTXLVLWLRQ RI IXOO\ SDLG XS VKDUHV EP )QIUNMIXL R B ¥ WAKKRDUQ.
WKH *HQHUDO OHHWLQJ 6XFK DXWKRUL]J]DWLRQ PD\ EH JUDQWHG IRU D SHU|
Rl VKDUHV WKH PDQQHU LQ ZKLFK WKH VKDUHV PD\ EH DFTXLUHG DQG WK
DXWKRUL]DWLRQ LV QRW UHTXLUHG IRU WKH DFTXLVLWLRQ RI VKDUHV IURP
VFKHPH DSSOLFDEOH WR VXFK HPSOR\HHV DQG QR DXWKRUL]DWLRQ LV UH
OLPLWHG FLUFXPVWDQFHV LQ ZKLFK WKH DFTXLVLWLRQ WDNHV SODFH E\ R
6XFK VKDUHV PXVW EH RIILFLDOO\ OLVWHG RQ D SULFH OLVW RI DQ H[FKDQJ

$W D *HQHUDO OHHWLQJ WKH VKDUHKROGHUV PD\ UHVROYH WR GHVLJ
ERG\ WR UHVROYH RQ )HUUDUL DFTXLULQJ DQ\ )HUUDULpV IXOO\ SBREPG XS )
QLHWU D SHULRG RI XS WR PRQWKYV

JHUUDUL PD\ MRLQWO\ ZLWK LWV VXEVLGLDULHV KROG )HUUDUL VKD
FDSLWDO IRU QR PRUH WKDQ WKUHH \HDUV DIWHU DFRRLYLRWRQ RHVWDK QF
OLPLWHG FLUFXPVWDQFHV LQ ZKLFK WKH DFTXLVLWLRQ WDNHV SODFH E\ R
$Q\ )HUUDUL VKDUHV KHOG E\ )HUUDUL LQ H[FHVV RI WKH DPRXQW SHUPLW)
MRLQWO\ DW WKH HQG RI WKH ODVW GD\ RI VXFK WKUHH \HDU SHULRG (D
VHYHUDOO\ OLDEOH WR FRPSHQVDWH )HUUDUL IRU WKH YDOXH RI WKH )HUU
IURP VXFK WLPH 7KH WHUP )HUUDUL VKDUHV LQ WKLV SDUDJUDSK VKDOO L
ZKLFK )HUUDUL KROGV D ULJKW RI SOHGJH

1R YRWHV PD\ EH FDVW DW D *HQHUDO OHHWLQJ RQ WKH )HUUDUL VKD
ULJKwv PD\ EH FDVW DW D *HQHUDO OHHWLQJ LQ UHVSHFW Rl )HUUDUL VKL
RZQHG E\ )HUUDUL 1RQHWKHOHVV WKH KROGHUV RI D ULJKW RI XVXIUXF
VXEVLGLDULHV LQ )HUUDULpV VKDUH FDSLWDO DUH QRW H[FOXGHG IURP WHK
ZDV JUDQWHG SULRU WR WKH WLPH VXFK VKDUHV ZHUH DFTXLUHG E\ )HU
VXEVLGLDULHV PD\ FDVW YRWHYVY LQ UHVSHFW RI D VKDUH RQ ZKLFK LW RU L

5HGXFWLRQ RI 6KDUH &DSLWDO

6KDUHKROGHUY DW D *HQHUDO OHHWLQJ KDYH WKH SRZHU WR FDQFHC(
YDOXH RI WKH VKDUHY $ UHVROXWLRQ WR UHGXFH WKH VKDUH FDSLWDO U
*HQHUDO OHHWLQJ LI OHVV WKDQ RQH KDOI RI WKH LVVXHG FDSLWDO LV S|
WKH LVVXHG VKDUH FDSLWDO LV SUHVHQW RU UHSUHVHQWHG DW WKH PHHYV



UHTXLUHG $Q\ SURSRVDO IRU FDQFHOODWLRQ RU UHGXFWLRQ RI QRPLQDO
UHVSHFW WR UHGXFWLRQ RI VKDUH FDSLWDO

7TUDQVIHU RI 6KDUHV

,Q DFFRUGDQFH ZLWK WKH SURYLVLRQV RI 'XWFK ODZ SXUVXDQW WR
WUDQVIHU RU FUHDWLRQ RQ JHWNRMHUHRWKOHHXLRUBUWVL DUGHHNG LQWHQGHG IRU W
Lv D SDUW\ WR WKH WUDQVDFWLRQ ZULWWHQ DFNQRZOHGJPHQW E\ )HUUDU

7KH WUDQVIHU RI )HUUDUL FRPPRQ VKDUHV WKDW KDYH QRW EHHQ H
DFFRUGDQFH ZLWK $UWLFOH RI WKH )HUUDUL $UWLFOHV RI $VVRFLDWLRQ

&RPPRQ VKDUHV WKDW KDYH EHHQ HOWHUHG LQWR WKH '7& ERRN HQW
&R DV QRPLQHH IRU '7& DQG WUDQVIHUV RI EHQHILFLDO RZQHUVKLS RI VI
WUDQVIHU PDGH E\ '7& SDUWLFLSDQWYV $UWLFOH RI WKH )HUUDUL $UWL|
JHUUDUL FRPPRQ VKDUHVY RQ D UHJXODWHG PDUNHW RU WKH HTXLYDOHQW V

7TUDQVIHUV RI VKDUHV KHOG RXWVLGH RI '7& LQFOXGLQJ ORQWH 7LWR
UHJLVWUDWLRQ V\VWHP PDLQWDLQHG E\ &RPSXWHUVKDUH )HUUDULuV WL
UHSUHVHQWHG E\ FHUWLILFDWHYV DUH HIIHFWHG E\ D VWRFN WUDQVIHU LQ
7TUDQVIHU Rl UHJLVWHUHG FHUWLILFDWHYV LV HIIHFWHG E\ SUHVHQWLQJ DQ
WUDQVIHU UHTXLUHV WKH UHJLVWHUHG FHUWLILFDWHYV WR EH SURSHUO\
DFFRPSDQLHG E\ SURSHU LQVWUXPHQWY RI WUDQVIHU DQG VWRFN WUDQV
WUDQVIHU WD[HYV

JHUUDUL FRPPRQ VKDUHV DUH IUHHO\ WUDQVIHUDEOH $V GHVFULEH
WUDQVIHUDEOH

$W DQ\ WLPH D KROGHU RI )HUUDUL FRPPRQ VKDUHV WKDW DUH UHJL
6KDUHV RU 4XDOLI\LQJ &RPPRQ 6KDUHV ZLVKLQJ WR WUDQVIHU VXFK )HU
FLUFXPVWBQYBEBDWVIHUV WR DIILOLDWHY RU WR UHODWLYHV WKURXJK VXFFH
GH UHJLVWUDWLRQ RI VXFK VKDUHV IURP WKH /R\DOW\ 5HJLVWHU DQG LI
FRPPRQ VKDUHVY EDFN LQWR WKH 5HJXODU 7UDGLQJ 6\VWHP $IWHU GH UHJL
VKDUHV QR ORQJHU TXDOLI\ DV (OHFWLQJ &RPPRQ 6KDUHV RU 4XDOLI\LQJ «
FRPPRQ VKDUHV LV UHTXLUHG WR RIIHU DQG WUDQVIHU WKH VSHFLDO YRW
ZHUH SUHYLRXVO\ 4XDOLI\LQJ &RPPRQ 6KDRBRRVQWHRW) BHYV BULEIHH /IRIFD@MRMY U L C
I9RWLQJ 3URJUDPx*7HUPYVY DQG &RQGLWLRQV RI WKH 6SHFLDO 9RWLQJ 6KDUH\

$QQXDO $FFRXQWV DQG ,QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )L

JHUUDULpV ILQDQFLDO \HDU LV WKH FDOHQGDU \HDU :LWKLQ IRXU PR
'LUHFWRUYVY ZLOO SUHSDUH WKH DQQXDO DFFRXQWYV ZKLFK PXVW EH DFFRP.
SXEOLVK WKH DFFRXQWY DQG DQQXDO UHSRUW DQG ZLOO PDNH WKRVH D
PHPEHUV RI WKH %RDUG Rl 'LUHFWRUV DUH UHTXLUHG WR VLJQ WKH DQQX
PLVVLQJ WKH UHDVRQ IRU WKLV PXVW EH VWDWHG 7KH DQQXDO DFFRXQV
JHQHUDO PHHWLQJ RI VKDUHKROGHUV DW ZKLFK PHHWLQJ WKH PHPEHUV RI
SHUIRUPDQFH RI WKHLU GXWLHV ZLWK UHVSHFW WR DQ\ PDWWHU GLVFORVF
WKLY DSSHDUV IURP WKH DQQXDO DFFRXQWY 7KH DQQXDO DFFRXQWYV WKF
ILUPpV UHSRUWY DUH PDGH DYDLODEOH WKURXJK )HUUDULpV ZHEVLWH WR
FROQYHQLQJ WKH DQQXDO JHQHUDO PHHWLQJ RI VKDUHKROGHUYV

3D\PHQW RI 'LYLGHQGV

JHUuUDUL PD\ PDNH GLVWULEXWLRQV WR WKH VKDUHKROGHUY DQG RWK
HIWHQW WKDW LWV VKDUHKROGHUVY HTXLW\ H[FHHGV WKH VXP RI WKH SDL



WKDW PXVW EH PDLQWDLQHG LQ DFFRUGDQFH ZLWK 'XWFK ODZ 1R GLVWULI
JHUUDUL KROGV LQ LWV RZQ VKDUH FDSLWDO

JHUUDUL PD\ RQO\ PDNH D GLVWULEXWLRQ RI GLYLGHQGV WR WKH VK
DFFRXQWYVY GHPRQVWUDWLQJ WKDW VXFK GLVWULEXWLRQ LV OHJDOO\ SHUF
GLVWULEXWDEOH GLVWULEXWLRQV VKDOO EH PDGH LQ ZKROH RU LQ SDUW
SURYLGHG WKDW SD\PHQWYV IURP UHVHUYHYV PD\ RQO\ EH PDGH WR WKH VKL
GLVVROXWLRQ RI )HUUDUL DQG SURYLGHG IXUWKHU WKDW WKH SROLF\ RI )H

+ROGHUV RI VSHFLDO YRWLQJ VKDUHV ZLOO QRW UHFHLYH DQ\ GLYLG
JHUUDUL PDLQWDLQV D VHSDUDWH GLYLGHQG UHVHUYH IRU WKH VSHFLDO
PDQGDWRU\ PLQLPDO SURILWY WKDW DFFUXH WR WKH VSHFLDO YRWLQJ VK
ZRXOG RWKHUZLVH EH SDLG 7KH VSHFLDO YRWLQJ VKDUHV GR QRW FDUU\ I
WKH VSHFLDO GLYLGHQG UHVHUYH RU WKH SDUWLDO RU IXOO UHOHDVH RI \
DQG D VXEVHTXHQW UHVROXWLRQ RI WKH PHHWLQJ RI KROGHUV RI VSHFLDO

,QVRIDU DV WKH SURILWY KDYH QRW EHHQ GLVWULEXWHG RU DOORFD)
OHHWLQJ EH GLVWULEXWHG DV GLYLGHQGYV RQ WKH )HUUDUL FRPPRQ VKDU
RI WKH %RDUG RI 'LUHFWRUV WR GHFODUH DQG GLVWULEXWH GLYLGHQGV |
WKH DSSURYDO RI WKH *HQHUDO OHHWLQJ DQG WKH %RDUG RI 'LUHFWRUYV
UHVROXWLRQ IRU WKH LVVXDQFH RI VKDUHVY WKDW D GLVWULEXWLRQ VKD
VKDUHKROGHUY VKDOO EH JLYHQ WKH RSWLRQ WR UHFHLYH D GLVWULEXWL|

7KH ULJKW WR GLYLGHQGY DQG GLVWULEXWLRQV ZLOO ODSVH LI WKH |
IROORZLQJ WKH GD\ DIWHU WKH GDWH RQ ZKLFK WKH\ ILUVW EHFDPH SD\DE
WKH )HUUDUL $UWLFOHV RI $VVRFLDWLRQ RU 'XWFK ODZ ZLOO KDYH WR EH
RI VXFK YLRODWLRQ

*HQHUDO OHHWLQJY DQG 9RWLQJ SLIKWYV
$QQXDO OHHWLQJ

$Q DQQXDO *HQHUDO OHHWLQJ PXVW EH KHOG ZLWKLQ VL[ PRQWKYV IUR
SXUSRVH RI WKH DQQXDO *HQHUDO OHHWLQJ LV WR GLVFXVV DPRQJ RWK
DFFRXQWYVY DOORFDWLRQ RI SURILWY LQFOXGLQJ WKH SURSRVDO WR GLVW
IURP OLDELOLW\ IRU WKHLU PDQDJHPHQW DQG VXSHUYLVLRQ DQG RWKHU S

*HQHUDO OHHWLQJ DQG 30ODFH RI OHHWLQJV

2WKHU *HQHUDO OHHWLQJYV ZLOO EH KHOG LI UHTXHVWHG E\ WKH %RDL
WKH FKDLUSHUVRQ RU WKH FKLHI HIHFXWLYH RIILFHU RU E\ WKH ZULWWHQ
PRUH VKDUHKROGHUV UHSUHVHQWLQJ LQ DJJUHJDWH DW OHDVW SHUFH!
DFFRXQW WKH UHOHYDQW SURYLVLRQV RI 'XWFK ODZ DQG WKH )HUUDUL
UHJXODWLRQV *HQHUDO OHHWLQJV ZLOO EH KHOG LQ $PVWHUGDP RU +DDU

&RQYRFDWLRQ 1RWLFH DQG $JHQGD

*HQHUDO OHHWLQJY FDQ EH FRQYHQHG E\ D QRWLFH VSHFLI\LQJ WKH
PHHWLQJ DQG DGPLVVLRQ DQG SDUWLFLSDWLRQ SURFHGXUH LVVXHG DW O
RU GHSRVLWDU\ UHFHLSWV LVVXHG ZLWK FRRSHUDWLRQ Rl )HUUDUL KDYH
UHJXODWHG PDUNHW DV UHIHUUHG WR LQ $UWLFOH Rl WKH $)6 $0O
FRPPXQLFDWLRQV WR VKDUHKROGHUY DQG RWKHU SHUVRQV HQWLWOHG WF
FRUSRUDWH ZHEVLWH LQ DFFRUGDQFH ZLWK WKH UHOHYDQW SURYLVLRQV
WKH LWHPV UHTXHVWHG E\ RQH RU PRUH VKDUHKROGHUY UHSUHVHQWLQJ D
S5HTXHVWYV PXVW EH PDGH LQ ZULWLQJ LQFOXGLQJ WKH UHDVRQV IRU DGG



%RDUG RI '"LUHFWRUV DW OHDVW GD\V EHIRUH WKH GD\ RI WKH PHHWLQJ
VKDOO FRQWDLQ LQWHU DOLD WKH IROORZLQJ LWHPV

D DGRSWLRQ RI WKH DQQXDO UHSRUW

E WKH UHPXQHUDWLRQ UHSRUW

F DW OHDVW HYHU\ IRXU \HDUV DIWHU DGRSWLRQ RI WKH UHPXQHUDWLRC
G WKH SROLF\ RI WKH &RPSDQ\ RQ DGGLWLRQV WR UHVHUYHV DQG RQ GL
H JuUbQWLQJ RI GLVFKDUJH WR WKH 'LUHFWRUV LQ UHVSHFW RI WKH SHUI
I WKH DSSRLQWPHQW RI 'LUHFWRUYV

J LI DSSOLFDEOH WKH SURSRVDO WR SD\ D GLYLGHQG

K LI DSSOLFDEOH GLVFXVVLRQ RI DQ\ VXEVWDQWLDO FKDQJH LQ WKH FR
L DQ\ PDWWHUYV GHFLGHG XSRQ E\ WKH SHUVRQ V FRQYHQLQJ WKH PHHW

REVHUYDQFH RI DSSOLFDEOH 'XWFK ODZ

7TKH %RDUG RI 'LUHFWRUV VKDOO SURYLGH WKH JHQHUDO PHHWLQJ RI
ZRXOG EH FRQWUDU\ WR DQ RYHUULGLQJ LQWHUHVW RI WKH &RPSDQ\ ,I Wk
JLYH UHDVRQV

$GPLVVLRQ DQG 5HIJLVWUDWLRQ

(DFK VKDUHKROGHU HQWLWOHG WR YRWH DQG HDFK SHUVRQ KROGLQ
JHUUDUL FRPPRQ VKDUHV DFFUXHVY VKDOO EH DXWKRUL]J]HG WR DWWHQG W
H[HUFLVH LWV YRWLQJ ULJKWV 7KH UHJLVWUDWLRQ GDWH RI HDFK *HQHU
*HQHUDO OHHWLQJ VR DV WR HVWDEOLVK ZKLFK VKDUHKROGHUY DUH HQWL\
VKDUHVY DQG RWKHU SHUVRQV HOQWLWOHG WR YRWH RU DWWHQG WKH *HQHU
DW WKH *HQHUDO OHHWLQJ 7KH FRQYRFDWLRQ QRWLFH IRU WKH PHHWLQJ
SHUVRQV HQWLWOHG WR DWWHQG WKH *HQHUDO OHHWLQJ PD\ UHJLVWHU DC

7TKRVH HQWLWOHG WR DWWHQG D *HQHUDO OHHWLQJ PD\ EH UHSUHVF
ZULWLQJ 7KH UHTXLUHPHQW WKDW D SUR[\ PXVW EH LQ ZULWWHQ IRUP LV L

OHPEHUV RI WKH %RDUG RI 'LUHFWRUV KDYH WKH ULJKW WR DWWHQG L
DQ DGYLVRU\ UROH

9RWLQJ 5LIKWV

JHUUDUL DSSOLHV WKH RQH VKDUH RQH YRWH SULQFLSOH PHDQLQJ W
VKDUH FRQIHUV WKH ULJKW RQ WKH KROGHU WR FDVW RQH YRWH DW D *HQ
YRWHY FDVW XQOHVV 'XWFK ODZ RU WKH )HUUDUL $UWLFOHV RI $VVRFLD!'
FRXQWHG DV YRWHYV FDVW 6KDUHV LQ UHVSHFW RI ZKLFK '"XWFK ODZ GHWH!
SXUSRVHV RI GHWHUPLQLQJ WKH SURSRUWLRQ RI VKDUHKROGHUYV YRWLQJ



SUHVHQW RU UHSUHVHQWHG 8QGHU 'XWFK ODZ DQG RU WKH )HUUDUL $UWL
WKLUGV RI WKH YRWHYVY FDVW DW D PHHWLQJ LI OHVV WKDQ KDOI RI WKH LV\
UHVROXWLRQ WR UHGXFH WKH LVVXHG VKDUH FDSLWDO
UHVROXWLRQ WR DPHQG WKH )HUUDUL $UWLFOHV RI $VVRFLDWLRQ
UHVROXWLRQ WR UHVWULFW RU H[FOXGH ULJKWV RI SUH HPSWLRQ
UHVROXWLRQ WR DXWKRUL]J]H WKH %RDUG RI 'LUHFWRUV WR UHVWULF
UHVROXWLRQ WR HQWHU LQWR D OHJDO PHUJHU RU D OHJDO GHPHUJ
UHVROXWLRQ WR GLVVROYH )HUUDUL

H O H H H H H
O O U O O O

8QGHU 'XWFK ODbZ D UHVROXWLRQ WR DGRSW WKH UHPXQHUDWLRQ S
XQOHVV WKH )HUUDUL $UWLFOHV RI $VVRFLDWLRQ LQFOXGH D ORZHU WKI
$VVRFLDWLRQ WKURXJK D UHVROXWLRQ RI WKH *HQHUDO OHHWLQJ SXUVXI
UHVROXWLRQ WR DPHQG WKH )HUUDUL $UWLFOHV RI $VVRFLDWLRQ PXVW Et
YRWHYV FDVW LI OHVV WKDQ RQH KDOI RI WKH LVVXHG VKDUH FDSLWDO LV
PDMRULW\ YRWH LI RQH KDOI RU PRUH WKDQ RQH KDOI RI WKH LVVXHG VKDL

$00 YRWHV VKDOO EH FDVW LQ ZULWLQJ RU HOHFWURQLFDOO\ 7KH FK
E\ UDLVLQJ KDQGV RU LQ DQRWKHU PDQQHU VKDOO EH SHUPLWWHG

9RWLQJ E\ DFFODPDWLRQ VKDOO EH SHUPLWWHG LI QRQH RI WKH VKDU

1R YRWLQJ ULJKWV VKDOO EH H[HUFLVHG LQ WKH JHQHUDO PHHWLQJ R
VXEVLGLDU\ RI WKH &RPSDQ\ 30HGJHHV DQG XVXIUXFWXDULHV RI VKDUHYV |
QRW EH H[FOXGHG IURP H[HUFLVLQJ WKHLU YRWLQJ ULJKWV LI WKH ULJKYV
RZQHG E\ WKH &RPSDQ\ RU D VXEVLGLDU\ 1HLWKHU WKH &RPSDQ\ QRU DQ\ |
LQ UHVSHFW RI ZKLFK LW KROGV D ULJKW RI SOHGJH RU XVXIUXFW

'LWKRXW SUHMXGLFH WR WKH $UWLFOHV RI $VVRFLDWLRQ WKH &RPSD

WKH QXPEHU RI VKDUHVY RQ ZKLFK YDOLG YRWHYV KDYH EHHQ FDVW
WKH SHUFHQWDJH WKDW WKH QXPEHU RI VKDUHY DV UHIHUUHG WR XQC
WKH DJJUHJDWH QXPEHU RI YRWHYV YDOLGO\ FDVW DQG

WKH DJJUHIJDWH QXPEHU RI YRWHYV FDVW LQ IDYRU RI DQG DJDLQVW D

H +H+ +H+ +

/ILPLWDWLRQV RQ ULJKWV RI QRQ UHVLGHQW RU IRUHLJQ VKDUHKROGHUYV

7TKHUH DUH QR OLPLWDWLRQV LPSRVHG E\ 'XWFK ODZ RU E\ WKH )HUUD
RU IRUHLJQ VKDUHKROGHUV WR KROG RU YRWH )HUUDUL FRPPRQ VKDUHYV

6KDUHKROGHUVY 9RWHV RQ &8HUWDLQ 7UDQVDFWLRQV

$Q\ LPSRUWDQW FKDQJH LQ WKH LGHQWLW\ RU FKDUDFWHU RI )HUUDU
L WKH WHUPLQDWLRQ WUDQVIHU WR D WKLUG SDUW\ RI WKH EXVLQHVV RI
LQWR RU EUHDNLQJ RIl RI bQ\ ORQJ WHUP FRRSHUDWLRQ RI )HUUDUL RU D \
OLDEOH SDUWQHU RI D JHQHUDO SDUWQHUVKLS RU OLPLWHG SDUWQHUVK
LPSRUWDQFH WR )HUUDUL DQG LLL WKH DFTXLVLWLRQ RU GLVSRVDO E\ )F
ZLWK D YDOXH RI DW OHDVW RQH WKLUG RI )HUUDULpV DVVHWV DFFRUGL
HISODQDWRU\ QRWHYV LQFOXGHG LQ WKH ODVW DGRSWHG DQQXDO DFFRXQW

$PHQGPHQWYV WR WKH )HUUDUL $UWLFOHV RI $VVRFLDWLRQ LQFOXGLQJ 9DL



$ UHVROXWLRQ Rl WKH *HQHUDO OHHWLQJ WR DPHQG WKH )HUUDUL $
DSSURYHG RQO\ LI SURSRVHG E\ WKH %RDUG RI 'LUHFWRUVY DQG PXVW EH D¢
YRWHV FDVW LI OHVV WKDQ RQH KDOI RI WKH LVVXHG VKDUH FDSLWDO LV S|

7KH ULJKWV RI VKDUHKROGHUY PD\ EH FKDQJHG RQO\ E\ DPHQGLQJ WK
'XWFK ODZ

'LVVROXWLRQ DQG /LTXLGDWLRQ

7KH *HQHUDO OHHWLQJ PD\ UHVROYH WR GLVVROYH )HUUDUL XSRQ D
OHDVW WZR WKLUGV RI WKH YRWHYVY FDVW VKDOO EH UHTXLUHG LI OHVV WK
PHHWLQJ ,Q WKH HYHQW RI GLVVROXWLRQ )HUUDUL ZLOO EH OLTXLGDWH
$VVRFLDWLRQ DQG WKH OLTXLGDWLRQ VKDOO EH DUUDQJHG E\ WKH PHPEL!
DSSRLQWYV RWKHU OLTXLGDWRUV 'XULQJ OLTXLGDWLRQ WKH SURYLVLRQV
ORQJ DV SRVVLEOH

,] JHUUDUL LV GLVVROYHG DQG OLTXLGDWHG ZKDWHYHU UHPDLQV RI
VKDOO ILUVW EH DSSOLHG WR GLVWULEXWH WKH DJJUHIJDWH EDODQFH RI V
GLYLGHQG UHVHUYH WR KROGHUV RI )HUUDUL FRPPRQ VKDUHV LQ SURSRL
VKDUHV KHOG E\ HDFK KROGHU VHFRQGO\ IURP DQ\ EDODQFH UHPDLQLQJ
YDOXH RI WKH )HUUDUL FRPPRQ VKDUHYVY ZLOO EH GLVWULEXWHG WR WKH KF
QRPLQDO YDOXH RI )HUUDUL FRPPRQ VKDUHV KHOG E\ HDFK RI WKHP WKLU
DJJUHIJDWH DPRXQW RI WKH VSHFLDO YRWLQJ VKDUHV GLYLGHQG UHVHUYH
SURSRUWLRQ WR WKH DJJUHJDWH QRPLQDO YDOXH RI WKH VSHFLDO YRWL
UHPDLQLQJ WKH DJJUHJIJDWH DPRXQW RI WKH QRPLQDO YDOXH RI WKH VSHF
YRWLQJ VKDUHV LQ SURSRUWLRQ WR WKH DJJUHJDWH QRPLQDO YDOXH RI W
EDODQFH UHPDLQLQJ ZLOO EH GLVWULEXWHG WR WKH KROGHUV RI )HUUDUL
JHUUDUL FRPPRQ VKDUHVY KHOG E\ HDFK RI WKHP

/ILDELOLW\ RI 'LUHFWRUYV

8QGHU 'XWFK ObzZ WKH PDQDJHPHQW RI D FRPSDQ\ LV D MRLQW XQGH!I
FDQ EH KHOG MRLQWO\ DQG VHYHUDOO\ OLDEOH WR )HUUDUL IRU GDPDJH\
GXWLHV )XUWKHU PHPEHUV RI WKH %RDUG RI 'LUHFWRUV FDQ EH KHOG (
SURYLVLRQV RI WKH '&& $00 'LUHFWRUV DUH MRLQWO\ DQG VHYHUDOO\ Ol
'LUHFWRU LV RQO\ HI[HPSWHG IURP OLDELOLW\ LI KH SURYHV WKDW KH FDQ
WKDW KH KDV QRW EHHQ QHJOLJHQW LQ VHHNLQJ WR SUHYHQW WKH FRQVH
KRZHYHU UHIHU WR WKH DOORFDWLRQ RI WDVNV EHWZHHQ WKH 'LUHFWRL
VSHFLILF FLYLO DQG FULPLQDO OLDELOLWLHYV

,QGHPQLILFDWLRQ RI 'LUHFWRUV DQG 2IILFHUV

8QGHU 'XWFK ODZ LQGHPQLILFDWLRQ SURYLVLRQV PD\ EH LQFOXGHG
JHUUDUL $UWLFOHV RI $VVRFLDWLRQ )HUUDUL LV UHTXLUHG WR LQGHPQLI\
DQ\ SHUVRQ ZKR PD\ KDYH VHUYHG DW )HUUDULpVY UHTXHVW DV D 'LUHFWHF
VKDUHV RU RI ZKLFK )HUUDUL LV D FUHGLWRU ZKR ZHUH RU DUH PDGH D SD
DQ\ WKUHDWHQHG SHQGLQJ RU FRPSOHWHG DFWLRQ VXLW RU SURFHHG
LQYHVWLIJDWLYH HDFK D 23URFHHGLQJ® RU DQ\ DSSHDO LQ VXFK D 3URFHF
D 3URFHHGLQJ DJDLQVW DQ\ DQG DOO OLDELOLWLHYVY GDPDJHV UHDVRQDE
DQG VXEVWDQWLDWHG DWWRUQH\pV IHHYV ILQDQFLDO HIIHFWV RI MXGJPH
SXQLWLYH GDPDJHV DQG DPRXQWYV SDLG LQ VHWWOHPHQW LQ FRQQHFWLR:
DERYH QR LQGHPQLILFDWLRQ VKDOO EH PDGH LQ UHVSHFW RI DQ\ FODLP
LOQGHPQLILHG SHUVRQV VKDOO EH DGMXGJHG WR EH OLDEOH IRU JURVV QF
SHUVRQupV GXW\ WR )HUUDUL 7KLV LQGHPQLILFDWLRQ E\ )HUUDUL LV QRW |
EH HOQOWLWOHG RWKHUZLVH )HUUDUL KDV SXUFKDVHG GLUHFWRUVp DQG R
'LUHFWRUV DQG FHUWDLQ RWKHU RIILFHUV VXEVWDQWLDOO\ LQ OLQH ZLWK



'XWFK &RUSRUDWH *RYHUQDQFH &RGH

7KH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH FRQWDLQV SULQFLSOHV D
EHWZHHQ WKH ERDUG DQG WKH VKDUHKROGHUV LQFOXGLQJ WKH *HQHUDO
LOWR ILYH FKDSWHUV ZKLFK DGGUHVYVY WKH IROORZLQJ WRSLFV L VXVWDL
VXSHUYLVLRQ LLL UHPXQHUDWLRQ LY WKH JHQHUDO PHHWLQJ DQG Y |

'XWFK FRPSDQLHVY ZKRVH VKDUHV DUH OLVWHG RQ D JRYHUQPHQW UFL
UHTXLUHG XQGHU "'XWFK ODZ WR GLVFORVH LQ WKHLU DQQXDO UHSRUWYV ZK
*RYHUQDQFH &RGH DQG LQ WKH HYHQW WKDW WKH\ GR QRW DSSO\ D FHUW|
GHYLDWH

JHUUDUL DFNQRZOHGJHV WKH LPSRUWDQFH RI JRRG FRUSRUDWH JRYHI
'XWFK &RUSRUDWH *RYHUQDQFH &RGH 7KHUHIRUH )HUUDUL LQWHQGV WR
'XWFK &RUSRUDWH *RYHUQDQFH &RGH H[FHSW DV PD\ EH QRWHG IURP WLPH

7TKH "XWFK &RUSRUDWH *RYHUQDQFH &RGH KDV EHHQ UHYLVHG LQ 'H
*RYHUQDQFH &RGH HQWHUHG LQWR IRUFH RQ -DQXDU\ EHLQJ DSSOL
&RQVHTXHQWO\ )HUUDUL KDV UHSRUWHG LQ UHJDUGLQJ LWV DSSOLFDV
UHVSHFW WR WKH ILQDQFLDO \HDU 2Q '"HFHPEHU WKH &RUSRUDW
DQ XSGDWH WR WKH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH 7KH XSGDWHG '
RQ -DQXDU\ DQG LV DSSOLFDEOH UHWURDFWLYHO\ DV IURP ILQDQFLDC
XSGDWHG LQ ODUFK DQG HQWHUHG LQWR IRUFH DV IURP ILQDQFLDO \HDL

'LVFORVXUH RI +ROGLQJV XQGHU 'XWFK /DZ
+RPH PHPEHU VWDWH IRU SXUSRVHV RI WKH (8 TUDQVSDUHQF\ 'LUHFWLYH

7KH 1IHWKHUODQGV LV )HuubDULpV KRPH PHPEHU VWDWH IRU WKH SXL
(& DV DPHQGHG 'XH WR WKH OLVWLQJ RI WKH )HUUDUL FRPPRQ VKEL
DQG RWKHU UHSRUWLQJ REOLJDWLRQV XQGHU WKH $)6 :HWG WARKHH L'IKKNWF K LYQ O
YHUVODJJHKILEKI ERWK LPSOHPHQW WKH (8 TUDQVSDUHQF\ 'LUHFWLYH LQ WK

'LVFORVXUH RI LQIRUPDWLRQ

JHUUDUL LV UHTXLUHG WR SXEOLVK LWV DQQXDO UHSRUW FRQVLVWL
LQFOXGLQJ D VXVWDLQDELOLW\ VWDWHPHQW LQ DFFRUGDQFH ZLWK WKH &R
DIWHU WKH HQG RI HDFK ILQDQFLDO \HDU DQG LWV KDOI \HDUO\ ILIXUHV ZL
ILQDQFLDO \HDU

6KDUHKROGHU GLVFORVXUH DQG UHSRUWLQJ REOLIJDWLRQV

$V D UHVXOW RI WKH OLVWLQJ RI WKH )HUUDUL FRPPRQ VKDUHV RQ
SXUVXDQW WR ZKLFK DQ\ SHUVRQ ZKR GLUHFWO\ RU LQGLUHFWO\ DFTXLU}
DFWXDO RU SRWHQWLDO YRWLQJ ULJKWV LQ )HUUDUL PXVW SURPSWO\ JLY]I
ODUNMNWYFKWLQJ $XWRULWHWWKHLRLGPQFRIOHXBRWIDNWHMOQVLWLRQ RU GLVSRVDO
DV D UHVXOW Rl VXFK DFTXLVLWLRQ RU GLVSRVDO WKH SHUFHQWDJH RI FC
HIFHHGV RU IDOOV EHORZ WKH IROORZLQJ WKUHVKROGYV SHUFHQW SH
SHUFHQW SHUFHQW SHUFHQW SHUFHQW SHUFHQW DQG SHUFHQ

JRU WKH SXUSRVH RI FDOFXODWLQJ WKH SHUFHQWDJH RI FDSLWDO LQ
DOLD EH WDNHQ LQWR DFFRXQW L VKDUHV DQG RU YRWLQJ ULJKWV GLUH
DQG RU YRWLQJ ULJKWV KHOG RU DFTXLUHG RU GLVSRVHG RI E\ VXFK S
SHUVRQuUVY DFFRXQW LLL YRWLQJ ULJKWV KHOG RU DFTXLUHG RU GLVSRYV
DQ RUDO RU ZULWWHQ YRWLQJ DJUHHPHQW LY YRWLQJ ULJKWV DFTXLUHG
YRWLQJ ULJKWV LQ FRQVLGHUDWLRQ IRU D SD\PHQW DQG Y VKDUHV ZKLFt
WR DERYH PD\ DFTXLUH SXUVXDQW WR DQ\ RSWLRQ RU RWKHU ULJKW WR DI



$V D FRQVHTXHQFH Rl WKH DERYH VSHFLDO YRWLQJ VKDUHV PXVW EH
WKH DERYH WKUHVKROGYV

&RQWUROOHG HQWLWLHV ZLWKLQ WKH PHDQLQJ RI WKH $)6 GR QRW \
DV WKHLU GLUHFW DQG LQGLUHFW LQWHUHVWY DUH DWWULEXWHG WR WK
LQWHUHVW LQ )HUUDULpV VKDUH FDSLWDO RU YRWLQJ ULJKWV FHDVHV WR
QRWLILFDWLRQ REOLIJDWLRQV XQGHU WKH $)6 ZLOO EHFRPH DSSOLFDEOH W

6SHFLDO UXOHV DSSO\ WR WKH DWWULEXWLRQ RI VKDUHY DQG RU YRW
RWKHU IRUP RI MRLQW RZQHUVKLS $ KROGHU RI D SOHGJH RU ULJKW RI XV
REOLJDWLRQV LI VXFK SHUVRQ KDV RU FDQ DFTXLUH WKH ULJKW WR YRWE
D SOHGJHH RU EHQHILFLDO RZQHU PD\ DOVR WULJJHU QRWLILFDWLRQ REOI
KROGHU RI WKH VKDUHY DQG RU YRWLQJ ULJKWYV

JXUWKHUPRUH ZKHQ FDOFXODWLQJ WKH SHUFHQWDJH RI FDSLWDO LQ!
VKDUHV LI L VXFK SHUVRQ KROGV D ILQDQFLDO LQVWUXPHQW WKH YDOXH
DQ\ GLVWULEXWLRQV DVVRFLDWHG WKHUHZLWK DQG ZKLFK GRHV QRW HQW
REOLJHG WR SXUFKDVH VKDUHV RQ WKH EDVLVY RI DQ RSWLRQ RU LLL VXF
DFTXLUHYVY DQ HFRQRPLF LOQWHUHVW FRPSDUDEOH WR WKDW RI KROGLQJ D V

,] Db SHUVRQuY FDSLWDO LQWHUHVW DQG RU YRWLQJ ULIJIKWV UHDFKHV
UHVXOW RI D FKDQJH LQ )HUUDULpV LVVXHG DQG RXWVWDQGLQJ VKDUH F
QRWLILFDWLRQ QRW ODWHU WKDQ RQ WKH IRXUWK WUDGLQJ GD\ DIWHU WK

JROORZLQJ WKH LPSOHPHQWDWLRQ RI 'LUHFWLYH (8 LQWR WKH -
LVVXHG DQG RXWVWDQGLQJ VKDUH FDSLWDO RU YRWLQJ ULJKWV ZKRVH LQV
ZKLFK KROGHU NQRZV RU VKRXOG NQRZ WKDW SXUVXDQW WR WKLV FKDQJI
FHUWDLQ DFWV DV GHVFULEHG DERYH DQG LQFOXGLQJ WKH H[FKDQJH RI I
KROGHU LV GHHPHG WR KDYH LVVXHG DQG RXWVWDQGLQJ VKDUHV RU YRWL(

JHUUDUL LV UHTXLUHG WR QRWLI\ WKH $)0 SURPSWO\ RI DQ\ FKDQJH R
VKDUH FDSLWDO RU YRWLQJ ULJKWV VLQFH D SUHYLRXV QRWLILFDWLRQ 2V
YRWLQJ ULJKWYV PXVW EH QRWLILHG WR WKH $)0 ZLWKLQ HLJKW GD\V DIWHU

,Q DGGLWLRQ WR WKH DERYH GHVFULEHG QRWLILFDWLRQ REOLJDWLRC
5HIXODWLRQ (8 1R DV DPHQGHG QRWLILFDWLRQ PXVW EH PDGH RI
FDSLWDO RI )HUUDUL DQG RI HYHU\ VXEVHTXHQW DERYH WKLV WKUHVK

DERYH WKLV WKUHVKROG ZLOO EH PDGH SXEOLF YLD WKH VKRUW VHOO!
VKDOO EH QRWLILHG LQ WKH HYHQW WKDW D WKUHVKROG LV UHDFKHG HI[F
VDPH GLVFORVXUH WKUHVKROGY DV IRU KROGHUV RI FDSLWDO LQWHUHVWYV

JXUWKHUPRUH HDFK PHPEHU RI WKH %RDUG RI 'LUHFWRUV PXVW QRWL

¥ ZLWKLQ WZR ZHHNV DIWHU KLV KHU DSSRLQWPHQW RI WKH QXPEHU RI
HQWLWOHG WR FDVW LQ UHVSHFW RI )HUUDULpV LVVXHG DQG RXWVWD(

¥ VXEVHTXHQWO\ RI HDFK FKDQJH LQ WKH QXPEHU RI VKDUHV KH VKH KR
LV HQWLWOHG WR FDVW LQ UHVSHFW RI )HUUDULpV LVVXHG DQG RXWV)

7KH $)0 NHHSV D SXEOLF UHJLVWHU RI DOO QRWLILFDWLRQV PDGH SXU
QRWLILFDWLRQ UHFHLYHG ZKLFK FDQ EH DFFHVVHG YLD Z2ZZ DIP QO 7KH QfF
LQ ZULWLQJ E\ PHDQV RI D VWDQGDUG IRUP RU HOHFWURQLFDOO\ WKURXJK

1RQ FRPSOLDQFH ZLWK WKHVH GLVFORVXUH REOLJDWLRQV LV DQ HFRQ
$)0 PD\ LPSRVH DGPLQLVWUDWLYH SHQDOWLHYV IRU QRQ FRPSOLDQFH DQG
LPSRVH PHDVXUHY DJDLQVW DQ\ SHUVRQ ZKR IDLOV WR QRWLI\ RU LQFRUULE
FODLP UHTXLULQJ WKDW VXFK PHDVXUHYVY EH LPSRVHG PD\ EH LQVWLWXWHG



WRIJHWKHU ZLWK RWKHUV UHSUHVHQW DW OHDVW WKUHH SHUFHQW RI WKI
H[HUFLVH DW OHDVW WKUHH SHUFHQW RI WKH YRWLQJ ULJKWV 7KH PHDVXU

¥ DQ RUGHU UHTXLULQJ DSSURSULDWH GLVFORVXUH
¥ VXVSHQVLRQ RI WKH ULJKW WR H[HUFLVH WKH YRWLQJ ULJKWV IRU D S

¥ YRLGLQJ D UHVROXWLRQ DGRSWHG E\ WKH *HQHUDO OHHWLQJ LI WKH |
DGRSWHG EXW IRU WKH H[HUFLVH RI WKH YRWLQJ ULJKWV RI WKH SHU
DGRSWHG E\ WKH JHQHUDO PHHWLQJ RI VKDUHKROGHUYV XQWLO WKH FFR

¥ DQ RUGHU WR UHIUDLQ GXULQJ D SHULRG RI XS WR ILYH \HDUV DV G
YRWLQJ ULJKWV LQ )HUUDUL 6KDUHKROGHUV DUH DGYLVHG WR FRQVX
GLVFORVXUH REOLJDWLRQV DSSO\ WR WKHP

6KDUHKROGHUY DUH DGYLVHG WR FRQVXOW ZLWK WKHLU RZQ OHJDO |
DSSO\ WR WKHP

ODQGDWRU\ %LG 5HTXLUHPHQW

8QGHU 'XWFK ODZ DQ\ SHUVRQ DFWLQJ DORQH RU LQ FRQFHUW ZLWK |
RU PRUH RI )HUUDULpV YRWLQJ ULJKWV ZLOO EH REOLJHG WR ODXQFK D SX
$Q H[FHSWLRQ LV PDGH IRU VKDUHKROGHUVY ZKR ZKHWKHU DORQH RU DFW
SHUFHQW Rl )HUUDULpV YRWLQJ ULJKWV EHIRUH WKH VKDUHV ZHUH ILUVW (
LQWHUHVW DIWHU VXFK ILUVW OLVWLQJ ,PPHGLDWHO\ DIWHU WKH ILUVW O
PRUH WKDQ SHUFHQW RI )HUUDULpV YRWLQJ ULIJKWV 7KHUHIRUH ([RUpV
DSSOLHV WR LW ZLOO FRQWLQXH WR DSSO\ WR LW IRU DV ORQJ DV LWV KI
ULJKWYV

'XWFK )LQDQFLDO 5HSRUWLQJ 6XSHUYLVLRQ $FW

2Q WKH EDVLV RI WKH 'XWFK )LQDQ L\l ONRHHS RFIIRWL QLI QEDXCSFHRAYD AV KY R Y S48EEEV
WKH $)0 VXSHUYLVHVY WKH DSSOLFDWLRQ RI ILQDQFLDO UHSRUWLQJ VWDQG
WKH IHWKHUODQGY DQG ZKRVH VHFXULWLHY DUH OLVWHG RQ D UHJXODWF
VLPLODU WR D UHJXODWHG PDUNHW

3XUVXDQW WR WKH )56% WKH $)0 KDV DQ LQGHSHQGHQW ULJKW WR L
DSSOLFDWLRQ RI WKH DSSOLFDEOH ILQDQFLDO UHSRUWLQJ VWDQGDUGYV
HISODQDWLRQV ,I ZH GR QRW FRPSO\ ZLWK VXFK D UHTXHVW RU UHFRPPHQ
RUGHU XV WR L PDNH DYDLODEOH IXUWKHU H[SODQDWLRQV DV UHFRPPHQ
KDYH DSSOLHG WKH DSSOLFDEOH ILQDQFLDO UHSRUWLQJ VWDQGDUGV WR
DFFRUGDQFH ZLWK WKH (QWHUSULVH &KDPEHUpV LQVWUXFWLRQV

&RPSXOVRU\ $FTXLVLWLRQ

3IXUVXDQW WR 6HFWLRQ D RI WKH '&& D VKDUHKROGHU ZKR IRU LW’
VKDUH FDSLWDO RI )HUUDUL PD\ LQVWLWXWH SURFHHGLQJYV DJDLQVW WKH
7KH SURFHHGLQJY DUH KHOG EHIRUH WKH 'XWFK (QWHUSULVH &KDPEHU DQ(
XSRQ HDFK RI WKH PLQRULW\ VKDUHKROGHUVY LQ DFFRUGDQFH ZLWK WKH
(QWHUSULVH &KDPEHU PD\ JUDQW WKH FODLP IRU WKH VTXHH]H RXW LQ UH
SULFH WR EH SDLG IRU WKH VKDUHV LI QHFHVVDU\ DIWHU DSSRLQWPHQW
(QWHUSULVH &KDPEHU RQ WKH YDOXH WR EH SDLG IRU WKH VKDUHV RI WKt
ILQDO EHIRUH WKH (QWHUSULVH &KDPEHU WKH SHUVRQ DFTXLULQJ WKH
SD\PHQW DQG WKH SULFH WR WKH KROGHUV RI WKH VKDUHV WR EH DFTXLUF
RI WKHP DUH NQRZQ WR LW LW PXVW DOVR SXEOLVK WKH VDPH LQ D '"XWFK
FDQ RQO\ DSSHDO DJDLQVW WKH MXGJPHQW RI WKH (QWHUSULVH &KDPEHU I

,Q DGGLWLRQ SXUVXDQW WR 6HFWLRQ F RI WKH '&& DQ RIIHURU X
RXW SURFHGXUH ZLWKLQ WKUHH PRQWKY DIWHU WKH SXEOLF RIIHU LI IRO(



FDSLWDO RI )HUUDUL UHSUHVHQWLQJ DW OHDVW RI WKH WRWDO YRWLQ.
SULFH LV LQ SULQFLSOH GHHPHG WR EH D UHDVRQDEOH SULFH ZKLFK KDV
YROXQWDU\ SXEOLF RIITHU WKH RIIHU SULFH LV FRQVLGHUHG UHDVRQDEOH
SXEOLF RIIHU

3IXUVXDQW WR 6HFWLRQ G RI WKH '&& LI WKH RITHURU KDV DFTXLUI
UHSUHVHQWLQJ DW OHDVW RI WKH WRWDO YRWLQJ ULJKWV HDFK UHPDL
7KLY SURFHGXUH PXVW EH LQLWLDWHG ZLWK WKH (QWHUSULVH &KDPEHU Z
6KDUHV LQ WKH SXEOLF RIIHU :LWK UHJDUG WR WKH SULFH SHU VKDUH WR
IRU VTXHH]H RXW SURFHHGLQJV LQLWLDWHG E\ WKH RITHURU DV VHW RXW 1

'LVFORVXUH RI 7UDGHV LQ /LVWHG 6HFXULWLHYV
'LVFORVXUH XQGHU 'XWFK /DZ

3XUVXDQW WR WKH $)6 DQG 5HIXODWLRQ (8 1R WKH 20DUNHW
WKH %RDUG RI 'LUHFWRUV DQG DQ\ RWKHU SHUVRQ GLVFKDUJLQJ PDQDJHUL
DXWKRUL]J]HG WR PDNH GHFLVLRQV DIIHFWLQJ WKH IXWXUH GHYHORSPHQWYV
WR LQVLGH LQIRUPDWLRQ UHODWLQJ GLUHFWO\ RU LQGLUHFWO\ WR )HUU
FRQGXFWHG RU FDUULHG RXW IRU KLV KHU RZQ DFFRXQW UHODWLQJ WR
LQVWUXPHQWY WKH YDOXH RI ZKLFK LV LQ SDUW GHWHUPLQHG E\ WKH YD

,Q DGGLWLRQ SHUVRQV ZKR DUH FORVHO\ DVVRFLDWHG ZLWK PHPEHU
PXVW QRWLI\ WKH $)0 RI DOO WUDQVDFWLRQV FRQGXFWHG IRU WKHLU RZQ
WKH YDOXH Rl ZKLFK LV LQ SDUW GHWHUPLQHG E\ WKH YDOXH RI )HUUD
IROORZLQJ FDWHJRULHYVY RI SHUVRQV L WKH VSRXVH RU DQ\ SDUWQHU F
LL GHSHQGHQW FKLOGUHQ LLL RWKHU UHODWLYHV ZKR KDYH VKDUHG
WUDQVDFWLRQ GDWH DQG LY DQ\ OHJDO SHUVRQ WUXVW RU SDUWQHUV
GLVFKDUJHG E\ D PHPEHU RI WKH %RDUG RI 'LUHFWRUV RU DQ\ RWKHU ,QVL(

7KH $)0 PXVW EH IRUWKZLWK QRWLILHG RI WUDQVDFWLRQV HIIHFWHG
YDOXH RI ZKLFK LV LQ SDUW GHWHUPLQHG E\ WKH YDOXH RI )HUUDULpV VI
IRUP 1RWLILFDWLRQV XQGHU WKH ODUNHW $EXVH 5HIXODWLRQ PD\ KRZH)
WUDQVDFWLRQV FDUULHG RXW RQ D SHUVRQupV RZQ DFFRXQW WRJIJHWKHU Z
WKDW SHUVRQ UHDFKHV RU H[FHHGV WKH DPRXQW RI » LQ WKH FDOHQG
QRWLILFDWLRQV PDGH SXUVXDQW WR WKH $)6 DQG WKH ODUNHW $EXVH 5HJ’

JHUUDUL LV UHTXLUHG WR PDNH LQVLGH LQIRUPDWLRQ SXEOLF ,QVLGH
UHODWLQJ WR WKH LVVXHU RU WKH WUDGH LQ LWV VHFXULWLHV ZKLFK K
VLIQLILFDQWO\ DIITHFW WKH WUDGLQJ SULFH RI WKH VHFXULWLHV )HUUDUL
WLPH RI SXEOLFDWLRQ )XUWKHUPRUH )HUUDUL PXVW ZLWKRXW GHOD\ S:
DYDLODEOH RQ )HUUDULpV ZHEVLWH IRU DW OHDVW ILYH \HDUYV

W LV SURKLELWHG IRU DQ\ SHUVRQ WR PDNH XVH RI LQVLGH LQIRUPDW
HIITHFW D WUDQVDFWLRQ LQ UHOHYDQW ILQDQFLDO LQVWUXPHQWYV ,Q DGGL
UHODWLQJ WR )HUUDUL RU WKH WUDGH LQ LWV VHFXULWLHV WR D WKLUG S
DQ\ SHUVRQ WR FRQGXFW D WUDQVDFWLRQ LQ VHFXULWLHV RI )HUUDUL )
DWWHPSW WR PDQLSXODWH WKH PDUNHW IRU LQVWDQFH E\ FRQGXFWLQJ
VLIJQDO RI WKH VXSSO\ RI WKH GHPDQG IRU RU WKH SULFH RI WKH VHFX
FRQFHUQLQJ LQVLGHU WUDGLQJ DQG PDQLSXODWLRQ RI WKH PDUNHW DU
ORUHRYHU LQ ODUFK &2162% UHYLVHG FHUWDLQ UHJXODWRU\ SURYL
LQ OLJKW RI WKH ODUNHW $EXVH 5HJXODWLRQ

1RQ FRPSOLDQFH ZLWK WKHVH UHSRUWLQJ REOLJDWLRQV FRXOG OHD
DQG GHVLVW RUGHUV DQG WKH SXEOLFDWLRQ WKHUHRI LPSULVRQPHQW R



6KDUHKROGHU 'LVFORVXUH DQG 5HSRUWLQJ 2EOLJDWLRQV XQGHU 8 6 /DZ

+ROGHUV RI )HUUDUL VKDUHV DUH VXEMHFW WR FHUWDLQ 8 6 UHSRU!
WKH 2([FKDQJH $FW?3 IRU VKDUHKROGHUV RZQLQJ PRUH WKDQ SHUFHQ
WR 6HFWLRQ RI WKH ([FKDQJH $FW $PRQJ WKH UHSRUWLQJ UHTXLUHPH
PDUNHW RI VLIJQLILFDQW DFFXPXODWLRQV RI VKDUHVY WKDW PD\ OHDG WR D

,] JHUUDUL ZHUH WR IDLO WR TXDOLI\ DV D IRUHLJQ SULYDWH LVVXHU
UHTXLUH )HUUDULpV 'LUHFWRUV DQG H[HFXWLYH RIILFHUVY DQG SHUVRQV
JHUUDULpV HTXLWN VHFXULWLHY WR ILOH UHSRUWYV RI RZQHUVKLS RI DQG
'LUHFWRUV H[HFXWLYH RIILFHUV DQG WHQ SHUFHQW VWRFNKROGHUV ZRX
6HFWLRQ UHSRUWYVY WKH\ ILOH

'LVFORVXUH S5HTXLUHPHQWY XQGHU ,WDOLDQ ODZ

6XPPDUL]HG EHORZ DUH WKH PRVW VLJQLILFDQW UHTXLUHPHQWYV WR
DGPLVVLRQ WR OLVWLQJ RI )HUUDUL FRPPRQ VKDUHV RQ WKH (XURQH[W Ol
UHVXOW LQ WKH DSSOLFDWLRQ RI ILQHYVY DQG FULPLQDO SHQDOWLHYV LQFO’
PDQLSXODWLRQ JXUWKHU UHTXLUHPHQWY PD\ EH LPSRVHG E\ &2162% DQG
FRPPRQ VKDUHV RQ WKH (XURQH[W OLODQ

,Q SDUWLFXODU WKH IROORZLQJ PDLQ GLVFORVXUH REOLJDWLRQV SU
,WDOLDQ )LQDQFLDO $FW HIIHFWLYH DV RI WKH GDWH RI WKLV GRFXPHQW
DUWLFOH LOQIRUPDWLRQ WR EH SHIRKVQIRHE DWRL & WV RXEK ISFU R DIUGMH-G OVFR W
DOORFDWLRQ RI ILQDQFLDO LQVWUXPHQWYV WR FRUSRUDWH RIILFHUV HP
GLVFORVHG WR &2162% DQG DUWLFOH DQG WKH IROORZLQJ UHODWLQJ \
WKH DERYH WKH DSSOLFDEOH SURYLVLRQV VHW IRUWK XQGHU WKH PDUNHYV
GLYLGHQGVY VKDOO DSSO\ WR )HUUDUL

'LVFORVXUH RI ,QVLGH ,QIRUPDWLRQ

3XUVXDQW WR WKH ODUNHW $EXVH 5HIXODWLRQ )HUUDUL VKDOO GLVF
ZKLFK L LV RI D SUHFLVH QDWXUH LL KDV QRW EHHQ PDGH SXEOLF L
FRPPRQ VKDUHV DQG LY LI LW ZHUH PDGH SXEOLF ZRXOG EH OLNHO\ WR |
VKDUHVY RU RQ WKH SULFH RI UHODWHG GHULYDWLYH ILQDQFLDO LQVWUXPH

,Q WKLV UHJDUG ,QVLGH ,QIRUPDWLRQ VKDOO EH GHHPHG WR EH RI D
ZKLFK H[LVWV RU ZKLFK PD\ UHDVRQDEO\ EH H[SHFWHG WR FRPH LQWR HJL
UHDVRQDEO\ EH H[SHFWHG WR RFFXU DQG E LW LV VSHFLILF HQRXJK WR F
WKDW VHW RI FLUFXPVWDQFHY RU HYHQWYV RQ WKH SULFHV RI WKH ILQDQF
GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV

7KH DERYH GLVFORVXUH UHTXLUHPHQW VKDOO EH FRPSOLHG ZLWK WK
DFFRUGDQFH ZLWK WKH PRGDOLWLHV VHW IRUWK XQGHU WKH ODUNHW $EX\
WKH UHOHYDQW ,QVLGH ,QIRUPDWLRQ 7KH SURYLVLRQV RI WKH 0$5 FRQT
HIHFXWLQJ DQG LPPHGLDWHO\ DSSOLFDEOH XQGHU ,WwDOLDQ ODZ

8QGHU VSHFLILF FLUFXPVWDQFHV &2162% PD\ DW DQ\ WLPH UHTXHVYV
LQIRUPDWLRQ RU GRFXPHQWDWLRQ ZKHUH GHHPHG DSSURSULDWH RU QHF
LQIRUPDWLRQ RU GRFXPHQWDWLRQ )RU WKLV SXUSRVH &2162% KDV ZLGH
UHTXHVW LQIRUPDWLRQ WR WKH PHPEHUV RI WKH PDQDJLQJ ERDUG WKH PH

JHUUDUL VKDOO SXEOLVK DQG WUDQVPLW WR &2162% DQ\ LQIRUPDW
JHUUDULpV FRPPRQ VKDUHY DUH OLVWHG L H WKH 8QLWHG 6WDWHV LI W
Rl )HUUDULpV FRPPRQ VKDUHV OLVWHG RQ WKH (XURQH[W 0O0LODQ



,QVLGHUVMY SHIJLVWHU

3XUVXDQW WR WKH ODUNHW $EXVH 5HIXODWLRQ )HUUDUL DQG LWV VX
WKHLU DFFRXQW VKDOO GUDZ XS DQG NHHS SURPSWO\ XSGDWHG D OLV
SURIHVVLRQ RU GXWLHV KDYH DFFHVV WR ,QVLGH ,QIRUPDWLRQ )HUUDUL \
3XEOLF 7THQGHU 2IIHUV

&HUWDLQ UXOHV SURYLGHG IRU XQGHU ,WDOLDQ ODZ ZLWK UHVSHFW V
DSSO\ WR DQ\ RIIHU ODXQFKHG IRU )HUUDULpuV FRPPRQ VKDUHV ,Q SDUWL
WHQGHU RIIHU SULFH WKH FRQWHQW RI WKH RIITHU GRFXPHQW DQG WKH Gl
E\ &2162% DQG ,wDOLDQ ODZ
(OHFWLRQ DQG 5HPRYDO RI 'LUHFWRUV

7KH )HUUDUL $UWLFOHV RI $VVRFLDWLRQ SURYLGH WKDW WKH %RDUG |

'LUHFWRUYV DUH DSSRLQWHG E\ D VLPSOH PDMRULW\ RI WKH YRWHYV YIL
PD\ DW DQ\ WLPH VXVSHQG RU GLVPLVV DQ\ 'LUHFWRU



*HQHUDO OHHWLQJ RI 6KDUHKROGHUYV

$W OHDVW RQH JHQHUDO PHHWLQJ RI VKDUHKROGHUY VKDOO EH KHOG
DIWHU WKH FORVH RI WKH ILQDQFLDO \HDU

JXUWKHUPRUH JHQHUDO PHHWLQJV RI VKDUHKROGHUY VKDOO EH KHOC
RIWHQ DV WKH %RDUG Rl 'LUHFWRUV WKH &KDLUPDQ RU WKH &KLHI ([HFXW]
UHTXLUHG E\ 'XWFK ODZ ZLWKRXW SUHMXGLFH WR ZKDW KDV EHHQ SURYLG

6KDUHKROGHUVY VROHO\ RU MRLQWO\ UHSUHVHQWLQJ DW OHDVW WHQ
WKH %RDUG RI 'LUHFWRUV LQ ZULWLQJ WR FDOO D JHQHUDO PHHWLQJ RI V

.| WKH %RDUG RI 'LUHFWRUV IDLOV WR FDOO D PHHWLQJ WKHQ VXFK \
WKH LQWHULP SURYLVLR®RRMXGIGL ®JIHW K H FRRXIWR OFQR QGYHH QHH FIKW BR® N D O
VKDUHKROGHUV 7KH LQWRBURLS QR QU WIQRIG\F KWXIBKIEYDQ GHIMUIHF MK WEBIQINS S O L
VDWLVILHG WKDW WKH DSSOLFDQWY KDYH SUHYLRXVO\ UHTXHVWHG WKH 9%
GLVFXVVHG WR FRQYHQH D JHQHUDO PHHWLQJ Rl VKDUHKROGHUYV

*HQHUDO PHHWLQJV RI VKDUHKROGHUVY VKDOO EH KHOG LQ $PVWHU
1IHWKHUODQGY DQG VKDOO EH FDOOHG E\ WKH %RDUG RI 'LUHFWRUV WKH .
UHTXLUHG WR FRPSO\ ZLWK WKH ODZ DQG WKH DSSOLFDEOH VWRFN H[FKDQ.
WKH GD\ RI WKH PHHWLQJ

$00 FRQYRFDWLRQV RI JHQHUDO PHHWLQJVY RI VKDUHKROGHUY DQG D
VKDUHKROGHUYV VKDOO EH PDGH E\ PHDQV RI DQ DQQRXQFHPHQW RQ WKH &
UHPDLQ DFFHVVLEOH XQWLO WKH UHOHYDQW JHQHUDO PHHWLQJ RI VKDUH
PHHWLQJ RI VKDUHKROGHUV E\ YLUWXH RI 'XWFK ODZ RU WKH $UWLFOHV RI
WR LQ WKH SUHFHGLQJ VHQWHQFH RU WR WKH H[WHQW SURYLGHG IRU LQ
GRFXPHQW PDGH DYDLODEOH IRU LQVSHFWLRQ DW WKH RIILFH RI WKH &RPS
GHWHUPLQH

&RQYRFDWLRQV RI JHQHUDO PHHWLQJV RI VKDUHKROGHUVY PD\ EH VH(
PHDQV RI FRPPXQLFDWLRQ WR WKH DGGUHVYV SURYLGHG E\ VXFK 6KDUHKRO(

7KH QRWLFH VKDOO VWDWH WKH SODFH GDWH DQG KRXU RI WKH PHHW
UHTXLUHG E\ ODZ

$Q LWHP SURSRVHG LQ ZULWLQJ E\ VXFK QXPEHU RI 6KDUHKROGHUV ZK
VKDOO EH LQFOXGHG LQ WKH QRWLFH RU VKDOO EH DQQRXQFHG LQ D PDQQ
&RPSDQ\ KDV UHFHLYHG WKH UHOHYDQW UHTXHVW LQFOXGLQJ WKH UHDVRC
VL[WLHWK GD\ EHIRUH WKH GD\ RI WKH PHHWLQJ

3IXUVXDQW WR 'XWFK ODZ WKH ERDUG RI D OLVWHG FRPSDQ\ KDV WKH
LQ WKH HYHQW RI L D UHTXHVW E\ RQH RU PRUH VKDUHKROGHUV IRU FRQV
PRUH PHPEHUV RI WKH ERDUG RU LL ZKHQ DQ XQVROLFLWHG SXEOLF ELG
FRPSDQ\ 7KH GHFLVLRQ E\ WKH ERDUG WR LQYRNH WKH FRROLQJ RIl SHULF
FRROLQJ RIl SHULRG WKH UHTXHVW XQGHU L RU WKH SXEOLF ELG XQGHU
WKH LQWHUHVW Rl WKH OLVWHG FRPSDQ\ DQG LWV DIILOLDWHG HQWHUSULYV

7KH DIJHQGD RI WKH DQQXDO JHQHUDO RIQMWAHIUMK®RLDRRODBREK RO G MWUWHWP W K

DGRSWLRQ RI WKH DQQXDO UHSRUW

WKH UHPXQHUDWLRQ UHSRUW

DW OHDVW HYHU\ IRXU \HDUV DIWHU DGRSWLRQ RI WKH UHPXQHUDWLRC(
WKH SROLF\ RI WKH &RPSDQ\ RQ DGGLWLRQV WR UHVHUYHYVY DQG RQ GL

@ T m QO



H JuUbQWLQJ RI GLVFKDUJH WR WKH 'LUHFWRUV LQ UHVSHFW RI WKH SHUI
WKH DSSRLOQWPHQW RI 'LUHFWRUYV

LI DSSOLFDEOH WKH SURSRVDO WR SD\ D GLYLGHQG

LI DSSOLFDEOH GLVFXVVLRQ RI DQ\ VXEVWDQWLDO FKDQJH LQ WKH FR

DQ\ PDWWHUV GHFLGHG XSRQ E\ WKH SHUVRQ V FRQYHQLQJ WKH PHH
REVHUYDQFH RI DSSOLFDEOH 'XWFK ODZ

7KH %RDUG RI 'LUHFWRUV VKDOO SURYLGH WKH JHQHUDO PHHWLQJ RI
ZRXOG EH FRQWUDU\ WR DQ RYHUULGLQJ LQWHUHVW RI WKH &RPSDQ\ ,I Wk
JLYH UHDVRQV

r X <

"KHQ FRQYHQLQJ D JHQHUDO PHHWLQJ RI VKDUHKROGHUV WKH %RDUG
$UWLFOH DQG $UWLFOH RI WKH $UWLFOHV RI $VVRFLDWLRQ SHUVRQV 7
WKRVH SHUVRQV ZKR KDYH WKHVH ULJKWY DW WKH WZHQW\ HLIJKWK GD\ SI
UHJLVWHUHG DV VXFK LQ D UHJLVWHU WR EH GHVLJQDWHG E\ WKH %RDUG
KDYH WKHVH ULJKWV DW WKH GDWH RI WKH PHHWLQJ ,Q DGGLWLRQ WR WK
PDQQHU LQ ZKLFK VKDUHKROGHUY DQG RWKHU SDUWLHV ZLWK PHHWLQJ UL.
WKRVH ULJKWYV FDQ EH H[HUFLVHG

7KH JHQHUDO PHHWLQJ RI VKDUHKROGHUYVY VKDOO EH SUHVLGHG RYHU |
E\ WKH %RDUG RI 'LUHFWRUV WR DFW DV FKDLUPDQ IRU VXFK PHHWLQJ

2QH RI WKH SHUVRQV SUHVHQW GHVLJQDWHG IRU WKDW SXUSRVH E\ W
PLOQXWHYV RI WKH EXVLQHVY WUDQVDFWHG 7KH PLQXWHV VKDOO EH FRQILL
VLIQHG E\ WKHP LQ ZLWQHVV WKHUHRI

7TKH PLQXWHV Rl WKH JHQHUDO PHHWLQJ RI VKDUHKROGHUYV VKDOO EH
WKDQ WKUHH PRQWKY DIWHU WKH HQG RI WKH PHHWLQJ DIWHU ZKLFK WKH
LQ WKH IROORZLQJ WKUHH PRQWKYV 7KH PLQXWHV VKDOO WKHQ EH DGRSWH

] DQ RIILFLDO QRWDULDO UHFRUG LV PDGH RI WKH EXVLQHVY WUDQVD
LW VKDOO VXIILFH WKDW WKH RIILFLDO QRWDULDO UHFRUG EH VLIJQHG E\ W

$V D SUHUHTXLVLWH WR DWWHQGLQJ WKH PHHWLQJ DQG WR WKH H[W
HQWLWOHG WR DWWHQG WKH PHHWLQJ VKDOO EH REOLJHG WR LQIRUP WKH
WKH FRQYHQLQJ QRWLFH $W WKH ODWHVW WKLV QRWLFH PXVW EH UHFHL
FRQYHQLQJ QRWLFH

6KDUHKROGHUY DQG WKRVH SHUPLWWHG E\ 'XWFK ODZ WR DWWHQG WK
WR EH UHSUHVHQWHG DW DQ\ PHHWLQJ E\ D SUR[\ GXO\ DXWKRUL]JHG LQ ZU!
WKHLU ZLVK WR EH UHSUHVHQWHG DW VXFK WLPH DQG SODFH DV VKDOO EH
VXFK DWWRUQH\ LV DOVR DXWKRUL]J]HG LQ ZULWLQJ LI WKH SUR[\ LV GRFXP|
IXUWKHU UXOHV FRQFHUQLQJ WKH GHSRVLW RI WKH SRZHUV RI DWWRUQH\

7KH &RPSDQ\V LV H[HPSW IURP WKH SUR[\ UXOHV XQGHU WKH ([FKDQJH %

7KH FKDLUPDQ RI WKH PHHWLQJ VKDOO GHFLGH RQ WKH DGPLWWDQFF
HOQWLWOHG WR DWWHQG

JRU HDFK JHQHUDO PHHWLQJ RI VKDUHKROGHUV WKH %RDUG RI '"LUHF
DWWHQG DGGUHVYV DQG H[HUFLVH YRWLQJ ULJKWV DW VXFK PHHWLQJ WKU
WKDW VKDUHKROGHUV ZKR SDUWLFLSDWH LQ WKH PHHWLQJ DUH FDSDEC(
FRPPXQLFDWLRQ DQG KDYH GLUHFW FRJQL]DQFH RI WKH GLVFXVVLRQV D
DSSOLFDEOH 7KH %RDUG RI 'LUHFWRUV PD\ VHW UHTXLUHPHQWYV IRU WKH
WKH FRQYHQLQJ QRWLFH )XUWKHUPRUH WKH %RDUG Rl 'LUHFWRUV PD\ IR



FDVW E\ WKH XVH RI HOHFWURQLF PHDQV RI FRPPXQLFDWLRQ SULRU WR W]
FRQVLGHUHG WR EH YRWHV FDVW DW WKH PHHWLQJ 6XFK YRWHY PD\ QRW I
IRUHJRLQJ VHQWHQFH DSSOLHVY DQG WKH SURFHGXUH IRU H[HUFLVLQJ WKH

3ULRU WR EHLQJ DOORZHG DGPLWWDQFH WR D PHHWLQJ D VKDUHKRO
DWWRUQH\ VKDOO VLIJQ DQ DWWHQGDQFH OLVW ZKLOH VWDWLQJ KLV QDPF
HQWLWOHG (DFK VKDUHKROGHU DQG RWKHU SHUVRQ DWWHQGLQJ D PHHW
LGHQWLILHG LQ DFFRUGDQFH ZLWK WKH DERYH VKDOO EH UHJLVWHUHG RQ |
FRQFHUQVY DQ DWWRUQH\ RI D VKDUHKROGHU RU DQRWKHU SHUVRQ HQWLW(
EHKDOIl WKH DWWRUQH\ LV DFWLQJ VKDOO DOVR EH VWDWHG 7KH FKDLUPI
EH VLIQHG E\ RWKHU SHUVRQV SUHVHQW DW WKH PHHWLQJ

7KH FKDLUPDQ RI WKH PHHWLQJ PD\ GHWHUPLQH WKH WLPH IRU ZKLFK
PHHWLQJ RI VKDUHKROGHUYV PD\ VSHDN LI KH FRQVLGHUV WKLV GHVLUDEOH
RWKHU SURFHGXUHVY WKDW WKH FKDLUPDQ FRQVLGHUYVY GHVLUDEOH IRU WKH

JHUUDUL DSSOLHV WKH RQH VKDUH RQH YRWH SULQFLSOH PHDQLQJ Wl
FRQIHU WKH ULJKW WR FDVW RQH YRWH

6KDUHV LQ UHVSHFW RI ZKLFK "XWFK ODZ GHWHUPLQHY WKDW QR YRW|
GHWHUPLQLQJ WKH SURSRUWLRQ RI VKDUHKROGHUV YRWLQJ SUHVHQW RU
UHSUHVHQWHG

$00 UHVROXWLRQV VKDOO EH SDVVHG ZLWK DQ DEVROXWH PDMRULW\
$UWLFOHV RI $VVRFLDWLRQ %ODQN YRWHYVY VKDOO QRW EH FRXQWHG DV YR

$00 YRWHV VKDOO EH FDVW LQ ZULWLQJ RU HOHFWURQLFDOO\ 7KH FK
E\ UDLVLQJ KDQGV RU LQ DQRWKHU PDQQHU VKDOO EH SHUPLWWHG

9RWLQJ E\ DFFODPDWLRQ VKDOO EH SHUPLWWHG LI QRQH RI WKH VKDU

1R YRWLQJ ULJKWV VKDOO EH H[HUFLVHG LQ WKH JHQHUDO PHHWLQJ R
VXEVLGLDU\ RI WKH &RPSDQ\ 30HGJHHV DQG XVXIUXFWXDULHV RI VKDUHYV |
QRW EH H[FOXGHG IURP H[HUFLVLQJ WKHLU YRWLQJ ULJKWV LI WKH ULJKYV
RZQHG E\ WKH &RPSDQ\ RU D VXEVLGLDU\ 1HLWKHU WKH &RPSDQ\ QRU DQ\ |
LQ UHVSHFW RI ZKLFK LW KROGV D ULJKW RI SOHGJH RU XVXIUXFW

'LWKRXW SUHMXGLFH WR WKH $UWLFOHV RI $VVRFLDWLRQ WKH &RPSD

WKH QXPEHU RI VKDUHVY RQ ZKLFK YDOLG YRWHYV KDYH EHHQ FDVW
WKH SHUFHQWDJH WKDW WKH QXPEHU RI VKDUHY DV UHIHUUHG WR XQC
WKH DJJUHJDWH QXPEHU RI YRWHYV YDOLGO\ FDVW DQG

WKH DJJUHIJDWH QXPEHU RI YRWHV FDVW LQ IDYRU RI DQG DJDLQVW D |

O T m QO

,ZVVXDQFH RI VKDUHYV

7KH JHQHUDO PHHWLQJ RI VKDUHKROGHUVY RU DOWHUQDWLYHO\ WKH %
JHQHUDO PHHWLQJ RI VKDUHKROGHUV VKDOO KDYH DXWKRULW\ WR UHVRO
7KH JHQHUDO PHHWLQJ RI VKDUHKROGHUYV VKDOO IRU DV ORQJ DV DQ\ VXFI
IRUFH QR ORQJHU KDYH DXWKRULW\ WR GHFLGH RQ WKH LVVXDQFH RI VKDU



,Q DGGLWLRQ WKH JHQHUDO PHHWLQJ RI VKDUHKROGHUYV RU WKH %RI
$UWLFOHV RI $VVRFLDWLRQ VKDOO GHFLGH RQ WKH SULFH DQG WKH IXUW
ZKDW KDV EHHQ SURYLGHG LQ UHODWLRQ WKHUHWR LQ 'XWFK ODZ DQG WKH

| WKH %RDUG Rl 'LUHFWRUV LV GHVLIJQDWHG WR KDYH DXWKRULW\ WR
VKDUHV VXFK GHVLJQDWLRQ VKDOO VSHFLI\ WKH FODVV RI VKDUHYVY DQG WK
WKDW FDQ EH LVVXHG XQGHU VXFK GHVLIJQDWLRQ :KHQ PDNLQJ VXFK GHVL
WKDQ ILYH \HDUV VKDOO EH UHVROYHG XSRQ DW WKH VDPH WLPH 7KH GH\
HIFHHGLQJ ILYH \HDUV 7KH GHVLJQDWLRQ PD\ QRW EH ZLWKGUDZQ XQOH
GHVLIQDWLRQ LV PDGH

3XUVXDQW WR WKH UHVROXWLRQ RI WKH $QQXDO *HQHUDO OHHWLQJ K
DXWKRUL]JHG WR LVVXH FRPPRQ VKDUHV LQ WKH FDSLWDO RI WKH &RPSDQ\
FDSLWDO RI WKH &RPSDQ\ 7KLV DXWKRUL]DWLRQ LV OLPLWHG LQ UHVSHFW
IRUJHQHUDO FRUSRUDWH SXUSRVHV DV RI WKH GDWH RI WKH $QQXDO *t
DQ\ DQG DOO SXUSRVHV QHFHVVDU\ LQ WKH RSLQLRQ RI WKH %RDUG RI 'LU}L
PRQWKYVY VWDUWLQJ IURP WKH GDWH RI WKH $QQXDO *HQHUDO OHHWLQJ
2FWREHU 7KH %RDUG RI 'LUHFWRUYV KDV DOVR EHHQ GHVLJQDWHG I
HIFOXGH WKH ULJKWV RI SUH HPSWLRQ RI VKDUHKROGHUY LQ FRQQHFWLRQ
VKDUHY DQG JUDQW ULJKWV WR VXEVFULEH IRU FRPPRQ VKDUHYVY DV UHIHUU
OHHWLQJ KHOG RQ $SULO WKH %RDUG RI 'LUHFWRUV KDV EHHQ IXU
FDSLWDO RI WKH &RPSDQ\ DQG WR JUDQW ULJKWV WR VXEVFULEH IRU VS
DXWKRUL]DWLRQ LV OLPLWHG LQ UHVSHFW RI VSHFLDO YRWLQJ VKDUHV WR
VKDUHV DV SURYLGHG IRU LQ WKH &RPSDQ\pV DXWKRUL]J]HG VKDUH FDSLWDC
VWDUWLQJ IURP WKH GDWH RI WKH $QQXDO *HQHUDO OHHWLQJ RI 6KDUL

3D\PHQW IRU VKDUHV VKDOO EH PDGH LQ FDVK XQOHVV DQRWKHU IRI
FXUUHQF\ RWKHU WKDQ (XUR PD\ RQO\ EH PDGH ZLWK WKH FRQVHQW RI WKH

7KH %RDUG RI 'LUHFWRUYVY KDV DOVR EHHQ GHVLJQDWHG DV WKH DXWKI
Rl VKDUHKROGHUV LQ FRQQHFWLRQ ZLWK WKH DXWKRULW\ RI WKH %RDUG
VXEVFULEH IRU FRPPRQ VKDUHY DV UHIHUUHG WR DERYH

,Q WKH HYHQW RI DQ LVVXDQFH RI FRPPRQ VKDUHV HYHU\ KROGHU RI F
UHJDUG WR WKH FRPPRQ VKDUHV RU ULJKWV WR VXEVFULEH IRU FRPPRQ V
YDOXH RI KLV FRPPRQ VKDUHVY SURYLGHG KRZHYHU WKDW QR VXFK ULJKW
VXEVFULEH IRU FRPPRQ VKDUHV WR EH LVVXHG WR HPSOR\HHV RI WKH &RP:
Rl WKH &RPSDQ\

$ VKDUHKROGHU VKDOO KDYH QR ULJKW RI SUH HPSWLRQ IRU VKDUHYV V

,Q WKH HYHQW RI DQ LVVXDQFH RI VSHFLDO YRWLQJ VKDUHV WR TXDOI
Rl SUH HPSWLRQ

7KH JHQHUDO PHHWLQJ RI VKDUHKROGHUV RU WKH %RDUG RI 'LUHFWR
UHVROXWLRQ WR LVVXH VKDUHV RU ULJKWV WR VXEVFULEH IRU VKDUHV LQ
ULJKWV RI SUH HPSWLRQ DSSO\ ZLWKLQ ZKDW SHULRG WKRVH ULJKWYV PD\ I



JHUUDUL /HDGHUVKLS 7HDP

2Q FHUWDLQ NH\ RSHUDWLRQDO PDWNVHUWH WKH R (R2QLY [WkIIRYW H®R ER
HQVXULQJ WKH HITHFWLYHQHVYVY RI )HUUDULpV RSHUDWLRQDO DQG GD\ WR G
%RDUG RI 'LUHFWRUV DQG WKH PDQDJHPHQW LQ WXUQ SURYLGLQJ WKH &/
EXVLQHVV SHUIRUPDQFH H[HFXWH WKH GHFLVLRQV RI WKH %RDUG RI 'LUH
GLIITHUHQW DUHDV RI WKH &RPSDQ\ 1DPHO\ WKHVH LQFOXGH LQGXVWUL
PDUNHWLQJ DQG FRPPHUFLDO UDFLQJ UHYHQXHYVY UHVHDUFK DQG GHYHORSE
SXUFKDVLQJ DQG TXDOLW\ ILQDQFH DQG 6FXGHULD )HUUDUL

&RQWDFWYVY EHWZHHQ QRQ H[HFXWLYH 'LUHFWRUV DQG WKH )/7 DUH I
PHPEHUV SURYLGH RSHUDWLRQDO DQG VWUDWHILF XSGDWHV WR HQVXUH R
FROODERUDWLRQ DQG D FRQWLQXRXV H[FKDQJH RI LQIRUPDWLRQ EHWZHHQ
WKH QDPHV \HDU RI ELUWK DQG SRVLWLRQ RI HDFK RI WKH PHPEHUV RI WK
DGGUHVYVY Rl HDFK SHUVRQ OLVWHG EHORZ ZLOO EH F R )HUUDUL 9LD $EHWEF

1DPH <HDU RI %LUWKQGHU SRVLWLRQ
-RKQ (ONDQQ ODOH ([HFXWLYH &KDLUPDQ DQG ([HFXWL
%HQHGHWWR 9LJQD ODOH &KLHI ([HEXWLYH 2IILFHU
$QWRQLR 3LFFD 3LFFRQ ODOH &KLHI )LQDQFLDO 2IILFHU
'‘DYLGH $EDWH ODOH &KLHI ,QGXVWULDO 2IILFHU
OLFKHOH $QWRQLD]]L ODOH &KLHI +XPDQ 5HVRXUFHV 2I1ILFHI
&DUOR 'DQHR ODOH *HQHUDO &RXQVHO
*LDQPDULD )XOJHQ]L ODOH &KLHI SBURGXFW '"HYHORSPHQW 2]
(QULFR *DOOLHUD ODOH &KLHI ODUNHWLQJ DQG &RPPHUFLD
/IRUHQ]R *LRUJHWWL ODOH &KLHI 5DFLQJ 5HYHQXH 2IILFHU
(UQHVWR /DVDODQGUD ODOH &KLHI SHVHDUFK 'HYHORSPHQW 2
ODULD &DUOD /LXQL JHPDOH &KLHI %UDQG 2IILFHU
ODUFR /RYDWL ODOH &KLHI ,QWHUQDO $XGLW 5LVN DQG &
JODYLR ODQ]RQL ODOH &KLHI '"HVLJQ 2IILFHU
ODULD &RQWL JHPDOH &KLHI &RPPXQLFDWLRQV 2IILFH!
$QIJHOR 3HVFL ODOH &KLHI 3IXUFKDVLQJ 4XDOLW\ 211l
JUpGpULF 9DVVHXU ODOH 6FXGHULD )HUUDUL 7HDP 3ULQFLSDO

$00 )/7 PHPEHUVY DUH H[HFXWLYH RIILFHUV

6XPPDU\ ELRJUDSKLHV IRU WKH FXUUHQW PHPEHUV RI WKH )/7 DUH LQF
-RKQ (ONCHHOW®WRDUG RI 'LYHFWIRRIYDERYH

YWHQHGHWVWRIDMWRHRDUG RI 'LUHFWIRRIYDERYH

$QWRQLR 3LFPN 3$DMRRQLR 3LFFD 3LFFRQ KDV KHOG WKH UROH RI &K
%HIRUH MRLQLQJ )HUUDUL KH KHOG WKH SRVLWLRQ RI &)2 LQ $ULVWRQ
&RUSRUDWH $IIDLUV DQG ,&7 VLQFH 1RYHPEHU 3ULRU WR VXFK DVVLJC
ZKHUH KH FRYHUHG VHYHUDO VHQLRU UROHV LQ ILQDQFH DQG ILQDQFLDO V
WKHQ )&$ %DQN DQG QRZ &$ $XWR %DQN DQG *URXS 7UHDVXUHU DQG +H
FDUHHU LQ EDQNLQJ LQ YDULRXV SRVLWLRQV ZLWKLQ 6DQSDROR ,0, JURXS
JHUUDUL )LDW *URXS $XWRPRELOHV ODJQHWL ODUHOOL ODVHUDWL DQG
%XVLQHVV $GPLQLVWUDWLRQ IURP WKH 8QLYHUVLW\ Rl 7XULQ DQG KROGV D

'DYLGH $BDWHOYLGH $EDWH KDV VHUYHG DV &KLHI ,QGXVWULDO 2IILFF
SRVLWLRQ RI &KLHI 7THFKQRORJLHYVY DQG ,QIUDVWUXFWXUHV 2IILFHU IURP -D



DQG YDULRXV PDQDJHULDO UROHV LQ WKH PDQXIDFWXULQJ DUHD VXFK
B3ULRU WR MRLQLQJ )HUUDUL LQ KH FRYHUHG WHFKQLFDO PDQDJHULDO
&RUSRUDWH ([HFXWLYH 0%$% IURP WKH %RORJQD %XVLQHVV 6FKRRO DQG D
ODQDJHPHQW DV ZHOO DV D PDVWHUVHu GHJUHH LQ $XWRPRWLYH (QJLQHHUL

OLFKHOH $QWBQODFKHOH $QWRQLD]]JL KDV KHOG WKH UROH RI &KLHI +X
%HIRUH MRLQLQJ )HUUDUL KH KHOG VHYHUDO VHQLRU UROHV LQ ODJQHW
$XWRPRWLYH /LIJIKWLQJ EXVLQHVY OLQH LQ BULRU WR WKDW H[SHULHQF
6\VWHPV EXVLQHVYVY OLQH IURP WR DQG WKH +HDG RI 2UJDQL]DWLRQI

WR +H JUDGXDWHG IURP WKH 8QLYHUVLW\ RI 3SDGRYD ZLWK D GHJUH}I

&DUOR 'RPWRR 'DQHR LV *HQHUDO &RXQVHO VLQFH -XO\ D PHPEHU
$PHULFD ,QF VLQFH )JHEUXDU\ DQG 'DWD 3URWHFWLRQ 2I1ILFHU RI WKH )I
RI &KDLUPDQ RI WKH 6XSHUYLVRU\ %RG\ Rl JHUUDUL 6 S $ IURP $XJXVW
KHOG VHYHUDO VHQLRU SRVLWLRQV LQ WKH )LDW &KU\WVOHU $XWRPRELOHYV
DQG /HIJDO &RXQVHO LQ )LQDQFH DQG )LQDQFLDO 6HUYLFHV Rl )&$ IURP
&KU\WOHU )LQDQFH 6 S $ SUHYLRXVO\ )LDW )LQDQFH 6 S $ IURP W R
H[SHULHQFH DW WKH 8QLWHG 1DWLRQV DW WKH ,QWHUQDWLRQDO 7UDGH &
SURIHVVLRQ LQ ODZ ILUPV ZLWK H[SHULHQFH LQ WKH &RUSRUDWH )LQDQF
ILUPV LQ ,WDO\ DQG DEURDG XQWLO +H JUDGXDW G QHY UBIH [RW M IQH. | 8IG
8QLYHUVLW\ ,QVWLWXWH RI (XURSHDQ 6WXGLHV LQ LQWHUQDWLRQDO ODZ I
WKH WLWOH RI /DZ\HU

*LDQPDULD )XOJHQPQPDULD )XOJHQ]L KDV EHHQ &KLHI 3URGXFW "'HYH(
BUHYLRXVO\ KH zDV +HDG Rl *H6 6XSSO\ &KDLQ RI )HUUDUL IURP ODUFK
PDQXIDFWXULQJ DUHD DV +HDG RI 5HDU (QJLQH &DU 3ODWIRUP IURP W R
WR BULRU WR MRLQLQJ )HUUDUL LQ KH FRYHUHG WHFKQLFDO PDQDJ
D PDVWHU LQ ODQDJHPHQW IURP WKH /RQGRQ %XVLQHVYVY 6FKRRO DV ZHOO
7XULQ 3RO\WHFKQLF

(QULFR *DOOLHQWLFR *DOOLHUD ZDV DSSRLQWHG DV RXU &KLHI ODUNH\
JURP WR KH ZRUNHG IRU %DULOOD 6 S $ ZKHUH KH KHOG PXOWLSOF
PDUNHW XQLW GLUHFWRU 'XULQJ KLV WLPH DW %DULOOD 6 S $ O0U *DOOLE
IRU (XURSH JHQHUDO PDQDJHU IRU 6RXWK :HVW (XURSH DQG WUDGH PDUN
HFRQRPLFY DQG SROLWLFDO VFLHQFH IURP WKH 8QLYHUVLW\ RI 3DUPD

JRUHQ]R *LRUJHNMRWHQ]R *LRUJHWWL ZDV DSSRLQWHG &KLHI 5DFLQJ 5}
FDUHHU KDV VHHQ KLP JDLQ H[WHQVLYH H[SHULHQFH LQ JURZLQJ EXVLQHV\
3ULRU WR MRLQLQJ )HUUDUL KH ZDV &KLHI &RPPHUFLDO 2IILFHU DW $& 0
VSRUWLQJ HYHQWV VXFK DV WKH 7XULQ 'LQWHU 20\PSLF *DPHV DQG 0
FRPPHUFLDO PDQDJHPHQW RI 5&6 OHGLD *URXSHV VSRUWYV GLYLVLRQ ZKHU
FXUUHQWO\ D PHPEHU RI WKH ERDUG Rl WKH *OREDO (VSRUWV )HGHUDWLTF
OLODQR DQG KDV DQ 0%$ IURP 6'$ %RFFRQL

(UQHVWR /DVODLOLDODQGUHUWR /DVDODQGUD KDV KHOG WKH SRVLWLRQ RI &}
-DQXDU\ +H MRLQHG )HUUDUL IURP KLV SUHYLRXV UROH DV *URXS 93 5
RYHU WKH SDVW GHFDGHYVY KH FRYHUHG UROHV RI LQFUHDVLQJ UHVSRQVLEL
D GHJUHH LQ (OHFWURQLF (QJLQHHULQJ IURP 8QLYHUVLW\ RI 3DYLD

ODULD &DUOOV/LXDUWLD &DUOD /LXQL MRLQHG )HUUDUL DV &KLHI %UDQ(
VKH ZzDV &KLHI ODUNHWLQJ 2IILFHU DW 3DQGRUD ZKHUH VKH SOD\HG D NI
GHVLUDELOLW\ 6KH KDV DOVR OHG %XOJDULpV PDUNHWLQJ GLYLVLRQ DQG
DW 3URFWHU *DPEOH ZKHUH VKH ZDV *HQHUDO ODQDJHU RI WKH 3UHVWLJI
IRU EUDQGV VXFK DV 'ROFH *DEEDQD *XFFL DQG +XJR %RVV 7KLV HQFRPS
WKH $VLD 3DFLILF UHJLRQ DQG OHDGLQJ RQ PDUNHWLQJ FRPPXQLFDWLRQ
FORVHO\ ZLWK WKH IDVKLRQ KRXVHV 6KH JUDGXDWHG LQ HFRQRPLFV DW
PDUNHWLQJ IURP WKH ,362% EXVLQHVYVY VFKRRO LQ 0OLODQ



ODUFR /RMDWIDUFR /RYDWL LV &KLHI ,QWHUQDO $XGLW 5LVN DQG &RPS
,QWHUQDO $XGLW 2IILFHU VLQFH $SULO DQG D PHPEHU RI WKH 6XSHUYI
VXFK DVVLJQPHQW KH VSHQW \HDUV LQ WKH ,QWHUQDO $XGLW DQG &RF
FRYHUHG VHYHUDO VHQLRU SRVLWLRQV LQFOXGLQJ WKH UROH RI 2)LQDQFL
(XURSH )LQDQFLDO -9 &RPSDQLHV: +HDG Rl $XGLW DOVR VHUYLQJ DV PHP
DQG )&$ OHIJDO HQWLWLHV OU ODUFR /RYDWL JUDGXDWHG LQ (FRQRPLFV D
DQG KROGV DQ 0%$ LQ )LQDQFH MRLQWO\ RUJDQL]JHG E\ WKH 8QLYHUVLW\ F
$1'3)

JODYLR ODQURQODYLR ODQ]JRQL ZDV DSSRLQWHG DV RXU &KLHI "HVLJQ

KH ZzDV 'LUHFWRU RI &UHDWLYH '"HVLIJQ DW WKH 9RONVZDJHQ *URXS ZKH

%HQWOH\ %XJDWWL DQG 9RONVZDJHQ UHFHQW FDUV DV ZHOO DV UHGHILQ

KH ZRUNHG DW )LDW *URXS DV +HDG RI 'HVLJQ IRU /DQFLD )LDW DQG /8

6HDW OU ODQ]JRQL KROGV D GHJUHH LQ DUFKLWHFWXUH ZLWK D WKHVLV LC

DW WKH 8QLYHUVLW\ RI 6DVVDUL KH ZDV2DX¢DUNGHGL DY WRGRUDQUS KALD
&EXOWXUDD ,QGXVWU\

ODULD &RWQWIDULD &RQWL KDV KHOG WKH UROH RI &KLHI &RPPXQLFDWL
OV &RQWL KDV WZHQW\ \HDUV RI H[SHULHQFH LQ WKH DXWRPRWLYH DQG OX
HYHQWY EUDQG DQG PRWRUVSRUWY WHDPV IRU LFRQLF PDUTXHV VXFK DV
JHUUDUL VKH zZDV +HDG RI ODVHUDWL &RUVH OHDGK®U KN KHKHUDHGEG WK A RGW
RI WKH ORWRUVSRUWY EXVLQHVYV ZLWK LQWHUQDWLRQDO FRPPHUFLDO EU!
&KLHI &RPPXQLFDWLRQV 2IILFHU RI ODVHUDWL ZKHUH VKH GHILQHG DQG LP
DFURVYV SURGXFW OLIHVW\OH UDFLQJ DQG HYHQWV )URP WR VKH
%UDQG DQG &RPPXQLFDWLRQ DQG WKHQ DV &KLHI &RPPXQLFDWLRQV 2IILFH!
WKH EUDQGpY YDOXHV DQG FRRUGLQDWLQJ LWV LOWHUQDWLRQDO UHODXC
WKH (0($ UHIJLRQ DQG WKHQ JOREDOO\ ZRUNLQJ RQ LWV UHWXUQ WR )R
&RPPXQLFDWLRQ IRU WKH (0($ UHJLRQ )URP WR KHU SURIHVVLRQCL
ZKHUH VKH KHOG YDULRXV OHDGHUVKLS SRVLWLRQV LQ FRPPXQLFDWLRQV I
%0: DQG 0,1, 6KH DOVR JDLQHG H[SHULHQFH LQ FRPPXQLFDWLRQV DQG H"
ILUPV 0V &RQWL KROGV D GHJUHH LQ %XVLQHVV &RPPXQLFDWLRQ IURP &l
GHJUHH LQ %XVLQHVYVY ODQDJHPHQW IURP WKH 8QLYHUVLW\ RI $OIRQVR ; (O

$QJHOR IWVAIQJIHOR 3HVFL KDV EHHQ &KLHI 3XUFKDVLQJ 4XDOLW\ 2]
MRLQHG )HUUDUL IURP 670LFURHOHFWURQLFV ZKHUH RYHU WKH SDVW GF
JLQDQFLDO 30DQQLQJ 6XSSO\ &KDLQ DQG 3URGXFW 30DQQLQJ 6HUYLFHV
$GPLQLVWUDWLRQ IURP 6'$ %RFFRQL DV ZHOO DV D PDVWHUVW GHJUHH LQ :

JUpGpULF 9DVVHXPGpULF 9DVVHXU ZDV ERUQ LQ 'UDYHLO )UDQFH RQ (
$HURQDXWLFDO (QJLQHHULQJ DW (67%$&% eFROH 6XSpULHXUH GHV 7HFKQLT

3buLv ,Q ZKLOH VWLOO VWXG\LQJ KH HVWDEOLVKHG 530 SUHSDULQJ
$60 WHDP UDFLQJ LQ )RUPXOD +H UDQ WKH RSHUDWLRQ XS WR ZLQC
ZLWK 'DYLG DW WKH ZKHHO JRLQJ RQ WR ZLQ WKH (XURSHDQ WLWOH IRX
+DPLOWRQ 3DXO 'L 5SHVWD DQG 5RPDLQ *URVMHDQ ,Q KH FUHDWHG D \

FKDPSLRQVKLSYV DFURVV *3 DQG *3 DQG HOHYHQ GULYHUVp WLWOHV LQFO}
$Q HQTXLULQJ PLQG DQG D ZLOOLQJQHVV WR H[SORUH QHZ DYHQXHV OHG 9
LQ GULYLQJ VLPXODWRUV DQG &)' GHVLJQ 7ZR \HDUV ODWHU DORQJ FDP}
PDQXIDFWXUH RI K\EULG DQG HOHFWULFDO V\WWHPV 7KH FRPSDQ\ VHFXU}
FDWHJRU\ IRU IXO0O\ HOHFWULF VLQJOH VHDWHUV ZDV ILUVW VHW XS E\ WKl

ILUVW DSSHDUHG LQ WKH )RUPXOD SDGGRFN LQ DV 5HQDXOW 7HDP 3L
obEDJILQJ 'LUHFWRU RI WKH 6DXEHU *URXS DV ZHOO DV 7HDP 3ULQFLSDO R
$O0ID 5RPHR 5DFLQJ LQ UXQQLQJ )HUUDUL SRZHU XQLWV $IWHU WKH

JHUUDUL 7HDP 3ULQFLSDO *HQHUDO ODQDJHU VWDUWLQJ LQ KLV QHZ SRVL



&RUSRUDWH RIILFHYV

7TKH &RPSDQ\ LV LQFRUSRUDWHG XQGHU WKH ODZV RI WKH 1HWKHUC
IHWKHUODQGV DQG WKH SODFH RI HIITHFWLYH PDQDJHPHQW RI WKH &RPSD(
,WD O\

7KH EXVLQHVYVY DGGUHVV RI WKH %RDUG RI 'LUHFWRUV DQG WKH VHQ
ODUDQHOOR 02 ,WDO\

7KH &RPSDQ\ LV UHJLVWHUHG DW WKH 'XWFK WUDGH UHJLVWHU XQGHU

7KH 1HWKHUODQGV LV WKH &RPSDQ\pvV KRPH PHPEHU VWDWH IRU WKH ¢
(& DV DPHQGHG

,QWHUQDO &RQWURO 6\VWHP

7KH &RPSDQ\ KDV LQ SODFH DQ LQWHUQDO FRQWURO VA\VWHP WKH 26\
JUDPHZRUN &RPPLWWHH RI 6SRQVRDIGCHERPRDQVIRWLRHORBWWKHQWHUSULVI
PRGHO DQG WKH SULQFLSOHV RI WKH 'XWFK &RUSRUDWH *RYHUQDQFH &R
RUJDQL]DWLRQDO VWUXFWXUHY DLPHG DW LGHQWLI\LQJ PHDVXULQJ PDQD.
LV H[SRVHG 7KH 6\VWHP LV LQWHJUDWHG ZLWKLQ WKH RUJDQL]DWLRQDO D
DQG FRQWULEXWHYV WR WKH SURWHFWLRQ RI FRUSRUDWH DVVHWY DV ZH(
SURFHVVHYV UHOLDELOLW\ RI ILQDQFLDO LQIRUPDWLRQ DQG FRPSOLDQFH Z
SURFHGXUHYV

7KH 6\VWHP ZKLFK KDV EHHQ GHYHORSHG RQ WKH EDVLV RI LQWHUQL
/IHYHOV Rl &RQWUROV ORGHO3® DV UHIHUUHG WR DQG RXWOLQHG LQ WKH 2
VHFWLRQ RI WKLV 5HSRUW

BULQFLSDO &KDUDFWHULVWLFV RI WKH ,QWHUQDO &RQWURO 6\VWHP DQG ,Q

7TKH &RPSDQ\ KDV LQ SODFH D VA\VWHP RI ULVN PDQDJHPHQW DQG LQW
PRGHO SURYLGHG E\ WKH &262 )UDPHZRUN DFFRUGLQJ WR ZKLFK WKH LQ
SURFHGXUHY DQG WRROV GHVLIQHG WR SURYLGH UHDVRQDEOH DVVXUDQFH

,Q UHODWLRQ WR WKH ILQDQFLDO UHSRUWLQJ SURFHVV UHOLDELOLW
FRQWULEXWH WR WKH DFKLHYHPHQW RI VXFK FRUSRUDWH REMHFWLYHV &
VIVWHP $ SHULRGLF HYDOXDWLRQ RI WKH V\VWHP RI LQWHUQDO FRQWURC
HIITHFWLYHQHVV Rl WKH FRPSRQHQWV RI WKH &262 )UDPHZRUN FRQWURC
LQIRUPDWLRQ DQG FRPPXQLFDWLRQ DQG PRQLWRULQJ LQ DFKLHYLQJ WKR

7KH &RPSDQ\ KDV D VI\VWHP RI DGPLQLVWUDWLYH DQG DFFRXQWLQJ
UHOLDELOLW\ LQ WKH VA\VWHP RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UH:?

7KH DSSURDFK DGRSWHG E\ WKH &RPSDQ\ IRU WKH HYDOXDWLRQ PRC
LOWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV EDVHG RQ D 2WRS GI
7KLY HQDEOHV IRFXV RQ DUHDV RI KLJKHU ULVN DQG RU PDWHULDOLW\ 7
DWWULEXWDEOH WR IUDXG LQ WKH HOHPHQWYV RI WKH ILQDQFLDO VWDWHF

DUH
¥ LGHQWLILFDWLRQ DQG HYDOXDWLRQ RI WKH VRXUFH DQG SUREDELOLW

+ DVVHVVPHQW Rl WKH DGHTXDF\ Rl NH\ FRQWUROV LQ HQDEOLQJ H[ DQW
HOHPHQWYV RI ILQDQFLDO UHSRUWLQJ DQG

¥ YHULILFDWLRQ RI WKH RSHUDWLQJ HIIHFWLYHQHVV RI FRQWUROV ED
ILQDQFLDO UHSRUWLQJ ZLWK WHVWLQJ IRFXVHG RQ DUHDV RI KLJKHU



,GHQWLILFDWLRQ DQG HYDOXDWLRQ RI WKH ULVN RI PLVVWDWHPHQWYV
FDUULHG RXW WKURXJK D ULVN DVVHVVPHQW SURFHVV WKDW XVHV D WRS C
DQG WKH UHODWHG DFFRXQWV LQ DGGLWLRQ WR VSHFLILF DFWLYLWLHV
PHWKRGRORJ\ DGRSWHG E\ WKH &RPSDQ\ ULVNV DQG UHODWHG FRQWUROYV
XSRQ ZKLFK DFFRXQWLQJ LQIRUPDWLRQ LV EDVHG

6LIQLILFDQW ULVNV LGHQWLILHG WKURXJK WKH DVVHVVPHQW SURFHV
DGGUHVV WKRVH ULVNV WKHUHE\ PLWLJDWLQJ WKH SRVVLELOLW\ WKDW ILC

,Q DFFRUGDQFH ZLWK LQWHUQDWLRQDO EHVW SUDFWLFHV WKH *URXS

¥ FRQWUROV WKDW RSHUDWH DW *URXS RU VXEVLGLDU\ OHYHO VXFK DV
GXWLHVY DQG DVVLIQPHQW RI DFFHVV ULJKWV WR LQIRUPDWLRQ WHFK(

¥ FRQWUROV WKDW RSHUDWH DW SURFHVV OHYHO VXFK DV DXWKRUL]DYV
FDWHJRU\ LQFOXGHV FRQWUROV IRU RSHUDWLQJ SURFHVVHV FRQWUR
FDUULHG RXW E\ FDSWLYH VHUYLFH SURYLGHUV 7KHVH FRQWUROV FD
WKDW FRXOG UHVXOW LQ PLVVWDWHPHQWY LQ ILQDQFLDO UHSRUWLQ
KDYH DOUHDG\ RFFXUUHG 7KH\ PD\ DOVR EH FODVVLILHG DV PDQXDC(
UHODWLQJ WR WKH WHFKQLFDO FKDUDFWHULVWLFVY DQG FRQILIJXUDWI
DFWLYLWLHYV

$Q DVVHVVPHQW RI WKH GHVLJQ DQG RSHUDWLQJ HIITHFWLYHQHVV RI NI
,QWHUQDO $XGLW GHSDUWPHQW ERWK DW JURXS DQG VXEVLGLDU\ OHYH¢
LQWHUQDWLRQDOO\

7KH DVVHVVPHQW RI WKH FRQWUROV PD\ UHTXLUH WKH GHILQLWLRQ R
LPSURYHPHQW 7KH UHVXOWYVY RI PRQLWRULQJ DUH VXEMHFW WR SHULRGL
ILQDQFLDO UHSRUWLQJ DQG FRPPXQLFDWHG E\ KLP WR VHQLRU PDQDJHPHQ
%RDUG RI '"LUHFWRUYV

2XU ULVN PDQDJHPHQW DQG LQWHUQDO FRQWURO VA\VWHP LQFOXGHYV
ZKROH WKH ,QWHUQDO $XGLW 5LVN DQG &RPSOLDQFH 'HSDUWPHQW ZKLF]|
LQWHIJUDWHG PDQQHU WKDW EXVLQHVV RSHUDWLRQV DUH FRQGXFWHG Z
VWDNHKROGHUYV

JRU DGGLWLRQDO LQIRUPDWLRQ UHODWLQJ WR WKH ,QWHUQDO $XGL
HIITHFWLYHQHVV RI WKH LQWHUQDO ULVNS5RD §DUM® BIDHWP HDAME FIRRFHWR OD D\ \
6\WWHP+)HUUDULuV 2UJDQL]DWLRQ Rl WKH ,QWHUQDO &RQWURO DQG 5LVN 0

&EXOWXUH DQG &RGH RI &RQGXFW
&XOWXUH

‘H SURPRWH D FRUSRUDWH FXOWXUH URRWHG LQ GLOLJHQFH LQWHJU
7KLY FXOWXUH SOD\V D FHQWUDO UROH LQ RXU JRYHUQDQFH VA\VWHP JXL
VXVWDLQDEOH ORQJ WHUP YDOXH FUHDWLRQ ,W LV UHLQIRUFHG WKURXJK
(QJDIJHPHQW 3UDFWLFH DQG WKH 'LYHUVLW\ 3ROLF\ DYDLODEOH RQ RXU ZH

7KH %RDUG Rl 'LUHFWRUV SHULRGLFDOO\ HYDOXDWHV ZKHWKHU FXC
REMHFWLYHVY UHJXODWRU\ GHYHORSPHQWY DQG LQWHUQDO IHHGEDFN 6
27UDGLWLRQ DQG ,QQRYDWLRQ:® 23DVVLRQ DQG $FKLHYHPHQW?® ZH GHILQH(
DOO UHJLRQV 2&ROODERUDWLRQ?® 2&RQWLQXRXV /HDUQLQJ?® 2&RQILGHQW
SURJUHVV: $W SUHVHQW RXU FXOWXUH MRXUQH\ DOLJQV ZLWK RXU YDOXH



&RGH RI &RQGXFW

‘H KDYH DGRSWHG DW D JURXS OHYHO D &RGH RI &RQGXFW ZKLFK DS
HIHFXWLYH SULQFLSDO ILQDQFLDO DQG SULQFLSDO DFFRXQWLQJ RIILFHU
LQGLYLGXDOV RU FRPSDQLHVY WKDW DFW LQ WKH QDPH DQG RQ EHKDOI RI
ZHEVLWH DW KWWSV FGQ IHUUDUL FRP FPV QHWZRUN PHGLD SGI FRGLFHBF

JHUUDULpV &RGH RI &RQGXFW ZDV XSGDWHG LQ )HEUXDU\ DOVR VYV
DSSURYDO E\ WKH %RDUG RI 'LUHFWRUV RI )HUUDUL 1 9

$Q\ DPHQGPHQWY WR RU ZDLYHUV JUDQWHG XQGHU WKH &RGH RI &RQ
ODZV DQG UHJXODWLRQV

7KH &RGH RI &RQGXFW UHSUHVHQWY D VHW RI YDOXHV UHFRJQL]HG
XQGHUVWDQGYVY WKDW FRQGXFW EDVHG RQ WKH SULQFLSOHV RI GLOLJHQFI
HFRQRPLF GHYHORSPHQW

7KH &RGH RI &RQGXFW LV D SLOODU Rl WKH JRYHUQDQFH V\VWHP Z}
RSHUDWLQJ DSSURDFK RI WKH &RPSDQ\ DQG LWV HPSOR\HHV LQ WKH LQWH
LQWR DFFRXQW WKH LPSDFW WKH DFWLRQV KDYH RQ SHRSOH DQG WKH HQY
DUH UHOHYDQW LQ WKLV FRQWH[W ([SOLFLW UHIHUHQFH LV PDGH WR WKH
&RQYHQWLRQV RI WKH ,QWHUQDWLRQDO /DERU 2UJDQL]DWLRQ ,/2 DQG

)XUWKHUPRUH WKH &RGH RI &RQGXFW SURYLGHV IRU WKH JXLGLQJ SULQF
DQWLFRUUXSWLRQ DQWLWUXVW KXPDQ UHVRXUFH PDQDJHPHQW DQG WKH
SHUVRQDO GDWD SULYDF\ FRQIOLFWV RI LQWHUHVW WKH LPSRUWDQFH RI
VXVWDLQDELOLW\

7TKH &RPSDQ\ SURPRWHV DGRSWLRQ RI WKH &RGH RI &RQGXFW DV D
SDUWQHUV VXSSOLHUV DJHQWYVY GHDOHUV DQG DQ\ RWKHU EXVLQHVV SC
VSHFLILF FODXVHV UHODWLQJ WR UHFRIJQLWLRQ DQG DGKHUHQFH WR WK
JXLGHOLQHV DV ZHOO DV FRPSOLDQFH ZLWK ORFDO UHJXODWLRQV

7KH &RPSDQ\ FORVHO\ PRQLWRUV WKH HIITHFWLYHQHVYV RI DQG FRPSOL
*URXS &RPSOLDQFH GHSDUWPHQW 9LRODWLRQV RI WKH &RGH RI &RQGXFYV
SHULRGLF DFWLYLWLHV RI FRPSOLDQFH PRQLWRULQJ FDUULHG RXW E\ *URX
FDUULHG RXW E\ WKH ,QWHUQDO $XGLW GHSDUWPHQW RI WKH *URXS WKt
FKHFENV IRUPLQJ SDUW RI WKH VWDQGDUG RSHUDWLQJ SURFHGXUHYV 3HULR!
WR WKH $XGLW &RPPLWWHH )RU DOO &RGH RI &RQGXFW YLRODWLRQV WK
VHULRXVQHVYV RI WKH FDVH DQG FRPSO\ ZLWK ORFDO OHJLVODWLRQ 7KH
LUUHVSHFWLYH RI ZKHWKHU FULPLQDO DFWLRQ LV WDNHQ E\ WKH DXWKRUL
WKH %RDUG RI 'LUHFWRUVY DQG WKH FKDLUPDQ RI WKH $XGLW &RPPLWWHH
GLVFRYHUV RU VXVSHFWYV DQ LQVWDQFH RI PDWHULDO PLVFRQGXFW RU LU
LUUHJXODULW\ SHUWDLQV WR WKH IXQFWLRQLQJ RI RQH RU PRUH 'LUHFWI
&KDLUPDQ

1R UHOHYDQW YLRODWLRQV RI WKH &RGH RI &4RQGXFW ZHUH LGHQWLILI

&RPSDQ\ 3BROLFLHY DQG 3UDFWLFHV

,QVLGHU 73F0CELRYJ

6LQFH WKH &RPSDQL\QVILG DG RASWDANE, II)LSRHAL FU D G LDRYHRI@ILKI DPR
RWKHU WKLQJV WKH SXUFKDVH VDOH DQG RWKHU GLVSRVLWLRQV RI VHF.
HPSOR\HHV Rl WKH *URXS DQG GHVLJQHG WR SURPRWH FRPSOLDQFH ZLWK
ZHOO DV ZLWK WKH DSSOLFDEOH OLVWLQJ VWDQGDUGYV



$ FRS\ RI WKH ,QVLGHU 7UDGLQJ 3ROLF\ FDQ EH IRXQG XQGHU ([KLELW
&\VEHUVHFXULW\
Q\VEHUVHFXULW\ ULVN PDQDJHPHQW DQG VWUDWHJ\

JHUUDUL UHFRJQL]HV WKH LPSRUWDQFH RI DVVHVVLQJ LGHQWLI\LQ
F\EHUVHFXULW\ WKUHDWYV DV VXFK WHUP LV GHILQHG LQ ,WHP D RI 5H
RSHUDWLRQDO ULVNV LQWHOOHFWXDO SURSHUW\ WKHIW I1UDXG H[WRUWLF
VHFEFXULWKBDAOHQWLILFDWLRQ DVVHVVPHQW DQG PDQDJHPHQW RI F\EHUVE
ODQDJHPHQW SURFHVV ZKLFK LQ WXUQ RSHUDWHYVY ZLWKLQ WKH RYHUDOC
&\VEHUVHFXULW\ ULVNV UHODWHG WR RXU EXVLQHVV WHFKQLFDO RSHUDW
FRQILGHQWLDO LQIRUPDWLRQ DERXW YHKLFOHV VHUYLFHV SURMHFWYV D
HPSOR\HHV FOLHQWYVY DQG IDQV SHUVRQDO GDWD DUH LGHQWLILHG DQG D
WHDPLQJ SHQWHVWLQJ IULHQGO\ SKLVKLQJ DQG WKLUG SDUW\ PDQDJHG
F\EHUVHFXULW\ ULVNV DUH HYDOXDWHG LQ D VLPLODU ZD\ DV IXUWKHU HI[S

7R GHIHQG GHWHFW DQG UHVSRQG WR F\EHUVHFXULW\ LQFLGHQWYV Z
UHYLHZV RI VA\VWHPYVY DQG DSSOLFDWLRQV LQFOXGLQJ DW OHDVW \HDUO\
DSSOLFDEOH GDWD SROLFLHV SHUIRUP SHQHWUDWLRQ WHVWLQJ XVLQJ HI[\
WHVW RXU SRVWXUH RSHUDWH D EXJ ERXQW\ SURJUDP WR HQFRXUDJH SUI
WUDLQLQJ WR HPSOR\HHV ZLWK LQ FODVV VHVVLRQV RQOLQH WUDLQLQJ D
WKHP HJ RI UXQQLQJ SKLVKLQJ FDPSDLJQV F\EHUDWWDFNV DJDLQVW VXS
RI LPSURYLQJ HQG XVHU DZDUHQHVV IULHQGO\ SKLVKLQJ FDPSDLJQV DQ
F\EHUVHFXULW\ TXHVWLRQ RU GRXEW )XUWKHUPRUH RXU WHDP PRQLWRUYV
LQIRUPDWLRQ VHFXULW\ LQFOXGLQJ 2SHUDWLRQDO 7HFKQRORJ\ 27 DQC
FROODERUDWHY ZLWK WHFKQLFDO DQG EXVLQHVYVY VWDNHKROGHUYVY DFURVV
GHILQH GHWHFWLRQ PLWLIJDWLRQ DQG UHPHGLDWLRQ VWUDWHJILHYV

2QFH LGHQWLILHG F\EHUVHFXULW\ HYHQWY DQG GDWD LQFLGHQWYV DL
IRU UHVSRQVH DQG UHPHGLDWLRQ LQFOXGLQJ ZLWK UHVSHFW WR PDWHUL
UHVSRQVH DQG EUHDFK PDQDJHPHQW SURFHVVHV KDYH IRXU RYHUDUFKL
F\EHUVHFXULW\ LQFLGHQW GHWHFWLRQ DQG DQDO\VLV RI D VHFXULW\ LG
LQFLGHQW DQDO\VLV

7R SURWHFW LWV VKDUHKROGHUY DQG VWDNHKROGHUV VWDUWLQJ IUF
WKDW FRYHUV GDPDJHV GLUHFWO\ FDXVHG E\ KDFNLQJ DWWDFNV V\VWHP |
DQG H[SHQVHV UHVWRUDWLRQ FRVWYV DV ZHOO DV GDPDJHV LQFXUUHG
FRQILGHQWLDOLW\ RI SHUVRQDO GDWD

7TKLUG 3DUW\ (QIJDIJHPHQW

$vV SDUW RI RXU ULVN PDQDJHPHQW DQG VWUDWHILHY GHVFULEHG DE
RXU FRPSOLDQFH ZLWK DSSOLFDEOH SUDFWLFHY DQG VWDQGDUGYV LQFOXC
*% FHUWLILFDWLRQV ,Q DGGLWLRQ VXFK WKLUG SDUWLHVY DOVR SURYL
FRQWLQXRXV DQG DXWRPDWLF YXOQHUDELOLW\ DVVHVVPHQWY HPDLO DQG
SUHYHQWLRQ DXWKHQWLFDWLRQ VI\VWHPV DQG DGYLVRU\ DQG VXSSRUW
F\EHUVHFXULW\ FRPSDQLHYVY DUH IUHTXHQWO\ LQYROYHG 7KHVH SDUWQHU\
DQG WUDLQLQJ HQVXULQJ RXU F\AEHUVHFXULW\ VWUDWHJILHY DQG SURFHV)
WHFKQRORJLHV

6XSSOLHUVY 6HFXULW\ 3URILOH
7R RYHUVHH DQG LGHQWLI\ F\AEHUVHFXULW\ WKUHDWYV DVVRFLDWHG ZlI

SURFHVV RI VXSSOLHUVuy VHEXULW\ SURILOH 6WDUWLQJ IURP WKH LQLWLDC
D VSHFLILF TXHVWLRQQDLUH ZKLFK FRQWDLQV GLITHUHQW UHTXLUHPHQWYV



RQ WKH RXWFRPH RI WKH TXHVWLRQQDLUH FHUWDLQ VXSSOLHUV DUH DXGI
DQDO\]HVY D VXSSOLHUpV PDLQ ULVNVY DQG WRJIJHWKHU ZLWK WKH VXSSOLH
LGHQWLILHG VHFEXULW\ JDSV $W WKH HQG RI WKH HYDOXDWLRQ SURFHVV

ULVN EDVHG DSSURDFK 7KH UHVXOWLQJ ULVN SURILOH LV DPRQJ WKH FULW

6XSSOLHUV DUH IRUPDOO\ UHTXLUHG WR LQIRUP )HUUDUL WKURXJK D
DOVR KLUHVY DGGLWLRQDO F\EHUVHFXULW\ VHUYLFHVY WR EH SURPSWO\ DQG
WULJIJHU WKH LQFLGHQW PDQDJHPHQW SURFHVV

'"HDOHUVp 6HFXULW\ 3URILOH

'"HDOHUV XQGHUJR D F\EHUVHFXULW\ HYDOXDWLRQ DQG DVVHVVPHQW V
D GLIIHUHQW F\EHUVHFXULW\ TXHVWLRQQDLUH $Q\ ILQDO DFWLRQ SODQV
GHDOHUV DUH UHTXLUHG WR LQIRUP )HUUDUL (QWHUSULVH &\EHUVHFXULW
SURFHVV SHUIRUPHG E\ ,QWHUQDO $XGLW

&\VEHUVHFXULW\ JRYHUQDQFH UHSRUWLQJ

Q\VEHUVHFXULW\ PDQDJHPHQW LV JRYHUQHG E\ WKH IROORZLQJ GHSDUYV

+ (QWHUSULVH &\EWKNHFXSIDWNPHQW LV UHVSRQVLEOH IRU WKH F\EHUVH
WHFKQRORJ\ ,7 RSHUDWLRQDO WHFKQRIOHRHD G2 R | DQ\&HIUHSMVIRGK UAL\E H U:
MRLQHG )HUUDUL LQ KDV D GHJUHH LQ OHJDO LQIRUPDWLFV DQ
SULPDU\ FRPSDQLHV ZLWK D PXOWL \HDU UROH DOVR DV 'DWD 3ULYD
UHSRUWV WR WKH &KLHI 'LJLWDO 7UDQVIRUPDWLRQ 2IILFHU &'72 DQG
LQIRUPDWLRQ UHODWLQJ WR WKH)RUAZR Y LT X-DDOG_H IZR/YMKE RIQUDKILH VM K W 2R

fF QWHUQDO &RQWURO ERPPHWWWIBHWRIERGLFDOO\ WR PRQLWRU HYDOXD!
ULVNV DQG DSSURYH UHODWHG LQLWLDWLYHYV LQFOXGLQJ F\EHUVHEXL
F\EHUVHFXULW\ DQG GDWD SULYDF\ LQFLGHQWYV LI DQ\ DQG VWDWXYV
DQG & OHYHO H[HFXWLYHVY UHSUHVHQWLQJ WKH (QWHUSULVH &\EHUV
$XGLW &RPSOLDQFH DQG 5LVN ZKLFK LQFOXGHV (QWHUSULVH 5LVN 0D

+ &\EHU &ULVLV &RPPLMWWHRPHM&QWR SOD\ LQ FDVH RI VLJQLILFDQW F
(QWHUSULVH &\EHUVHFXULW\ GHSDUWPHQWY DQG & OHYHO H[HFXWL)\
JLQODQFH &RPPXQLFDWLRQ DQG &RPSOLDQFH GHSDUWPHQWY DV ZHOC
LQWHUQDO EXVLQHVV IXQFWLRQV H J 6DOHV 3XUFKDVLQJ 'HVLJQ DQ

$ $XGLW &RPAMVWWHWKH &RPPLWWHH DSSRLQWHG E\ %RDUG RI 'LUHFV
PDLQWHQDQFH RI DQ DGHTXDWH ULVN PDQDJHPHQW DQG LQWHUQDO
UHOHYDQW ULVNV DQG UHYLHZV DQG PRQLWRUV WKH HIIHFWLYHQHVV
WKH +HDG Rl (QWHUSULVH & EHUVHFXULW\ DQG &'72 WR UHSRUW DQG ¢
RQFH D \HDU :LWK WKH VDPH IUHTXHQF\ WKH %RDUG Rl 'LUHFWRUV LV
PDQDJHPHQW )XUWKHU LQIRUPDWLRQ DERXW WKH $XGLW &RPPLWWHH

,Q DGGLWLRQ WR WKH SUHYLRXV FRPPLWWHHV WKH &(2 LV LQIRUPHG
ZLWK WKH +HDG RI (QWHUSULVH &\EHUVHFXULW\ DW OHDVW PRQWKO\

&\EHU LQFLGHQWYV

JHUUDUL FRQVLGHUV DV F\EHU LQFLGHQW DQ\ HYHQW WKDW QHJDWLYFH
&,$ DW DQ RUJDQL]DWLRQ LQ D ZzD\ WKDW LPSDFWV RU FRXOG VLJQLILFDQ
E\ )HUUDUL LQ HJ 3& WKHIWV VPDUWSKRQH ORVVHV |IUDXG RU LPSHI
KXPDQ HUURUV KDFNHG VXSSOLHUV RU GHDOHUV HWF QRQH KDV EHHQ FR



'LYHUVLW)\ 3ROLF\

7KH %RDUG RI 'LUHFWRUV DGRSWHG DQ XSGDWHG GLYHUVLW\ SROLF\
HIITHFWLYH DV RI 6HSWHPEHU VLQFH WKH &RPSDQ\ EHOLHYHV WKDW C(
WHUPV RI DJH VH[ JHQGHU QDWLRQDOLW\ H[SHUWLVH H[SHULHQFH FRP
EDFNJURXQG LV DQ LPSRUWDQW PHDQ RI SURPRWLQJ GHEDWH EDODQFHG
'LUHFWRUYV

7KH 'LYHUVLW\ 3ROLF\ JLYHV ZHLJKW WR WKH IROORZLQJ GLYHUVLW\
JHQGHU QDWLRQDOLW\ H[SHUWLVH H[SHULHQFH FRPSHWHQFLHV RU RW
EDFNJURXQG 7KH &RPSDQ\ FRQVLGHUV HDFK RI WKHVH DVSHFWV NH\ GULY
VXIILFLHQW GLYHUVLW\ RI YLHZY DQG WKH H[SHUWLVH QHHGHG IRU D SURS
RSSRUWXQLWLHYVY UHODWHG WR WKH &RPSDQ\pV EXVLQHVV 7KH %RDUG RI 'l
HYDOXDWLQJ QRPLQHHYV IRU HOHFWLRQ WR WKH %RDUG RI 'LUHFWRUV DQG !

*HQGHU GLYHUVLW\ WDUJHWYV
D %RDUG RI 'LUHFWRUV GLYHUVLW\ WDUJHWYV

7KH &RPSDQ\ KDV VHW WKH IROORZLQJ FRQFUHWH WDUJHWV WR EH D
%RDUG RI 'LUHFWRUV WR EH RFFXSLHG E\ ZRPHQ DQG DW OHDVW E\ PHC
PHPEHUV RI WKH %RDUG RI 'LUHFWRUV WR EH RFFXSLHG E\ ZRPHQ DQG DW
WKH %RDUG RI 'LUHFWRUV WR EH UHDVRQDEO\ FRQVLVWHQW ZLWK WKH .
QDWLRQDOLW\ VKRXOG FRXQW IRU PRUH WKDQ Rl WKH PHPEHUV RI WKH
PHPEHUV RI WKH %RDUG RI 'LUHFWRUV E\ KDYLQJ RQH RU PRUH PHPEHUV R
WKHLU QRPLQDWLRQ SURYLGHG WKDW LQ WKH FDQGLGDWH VHOHFWLRQ
GLVFULPLQDWLRQ RQ JURXQGV VXFK DV HWKQLF RULJLQ UDFH GLVDELOL\
FXUUHQW FRPSRVLWLRQ RI WKH %YRDUG RI WKH &RPSDQ\ LQ D RQH WLHU V\\
VDPH JHQGHU WKH &RPSDQ\ KDV GHFLGHG QRW WR VHW D VSHFLILF JHQGH
WDUJHWYV KDYH EHHQ VHW IRU WKH %RDUG RI 'LUHFWRUYV DV D ZKROH

7R HQVXUH LWV FRUUHFW LPSOHPHQWDWLRQ WKH 'LYHUVLW\ 3ROLF\
'LUHFWRUV DQG LQ WKH DGRSWLRQ RI D SURILOH IRU QRQ H[HFXWLYH 'LU
HIHFXWLYH 'LUHFWRUYV

$V RI '"HFHPEHU WKH &RPSDQ\ KDV DFKLHYHG L WKH WDUJHW
ZRUNLQJ WR UHDFK LWV JHQGHU WDUJHWYV

3OHDVH ILQG EHORZ D FKDUW UHSUHVHQWLQJ WKH %RDUGMY JHQGHU D

%2$5' 0(0% (56 %< $*( *5283 $1' *(1'(5

'"HFHPEHU
"'LUHFWRUYV ! 7RWDO 7RWDO
ODOH
YJHPDOH
2WKHU + + + +
1RW GLVFORVHG + + + +
7RWDO
E ODQDJHU 'LYHUVLW\ 7DUJHWV VXE WRS "LYHUVLW\ DQG ,QFOX\

JHUUDUL SODFHV SHRSOH DW LWV FRUH :H EHOLHYH LQ WKH LPSRUW|
FRQWLQXRXVO\ LPSURYH RXU SHRSOH VWUDWHJLHY LQ RUGHU WR PDLQWDL



JHUUDUL SHRSOH FDQ DQG ZDQW WR GR WKHLU EHVW (TXDO RSSRUWXQLWL
NHHS RQ DWWUDFWLQJ UHWDLQLQJ DQG GHYHORSLQJ WKH WDOHQWY DFFH

,Q RUGHU WR JXDUDQWHH HTXDO RSSRUWXQLWLHY RXU &RPSDQ\ F
GLVFULPLQDWLQJ RQ WKH EDVLV RI JHQGHU DJH QDWLRQDOLW\ VRFLDO V
DQ LQ GHSWK DQDO\WLY RQ UHPXQHUDWLRQ ZKLFK OHG LQ -XO\ WR V
HTXDO SD\ WR PHQ DQG ZRPHQ ZLWK WKH VDPH TXDOLILFDWLRQV DQG SRV
\HDU YDOLGLW\ F\FOH D PDLQ DXGLW LQ WKH ILUVW \HDU IROORZHG E\ DC
HIWHQGHG DW JOREDO OHYHO LQ DQG FRQILUPHG ERWK LQ DQG
LOQFOXVLYH DQG GLYHUVH ZRUNLQJ HQYLURQPHQW ZKLOH IRVWHULQJ FDUHE
HQG SRLQW EXW DV D IXUWKHU VWDJH RI JURZWK DQG DQ RSSRUWXQLW\ '
SXUVXH KLV RU KHU RZQ SURIHVVLRQDO GHYHORSPHQW

,Q DGGLWLRQ WR WKDW LQ 'HFHPEHU JHUUDUL 6 S $ UHFHLYHG W
81, 3G5 D JHQGHU HTXDOLW\ SUDFWLFH ZKLFK GHILQHVY WKH JXLGHO
DQG IRU WKH VWUXFWXULQJ DQG DGRSWLRQ RI D VHW RI SHUIRUPDQFH L
RUJDQL]DWLRQV LQ VL[ VWUDWHILF DUHDV LQFOXGLQJ L FXOWXUH DQ
PDQDIJHPHQW SURFHVVHYV LY RSSRUWXQLWLHYV IRU JURZWK DQG LQFOXVL
SDUHQWDO SURWHFWLRQ DQG ZRUN OLIH EDODQFH 7KLV FHUWLILFDWLRQ K

5HIOHFWLQJ )HUUDULuV DPELWLRQ IRU GLYHUVLW\ DQG LQFOXVLRQ LC
DGRSWHG D GLYHUVLW\ DQG LQFOXVLRQ SUDFWLFH WKH 2'LYHUVLW\ DQG
HIHFXWHG WKH 23ROLF\ IRU *HQGHU (TXDOLW\ DQG 'LYHUVLW\ ,QFOXVLRQ?3
RSHUDWHYV

JHUUDUL *URXS SURPRWHV WKH YDORUL]DWLRQ RI KXPDQ UHVRXUFHV
EDVHG RQ ,QFOXVLRQ DQG PXWXDO UHVSHFW LQ WKH EHOLHI WKDW 'LYF
LQQRYDWLRQ ,Q FDUU\LQJ RXW LWV DFWLYLWLHV WKH *URXS DGRSWV DQ I
RI WKH RUJDQL]DWLRQ DV ZHOO DV UHMHFWLQJ DQ\ IRUP RI GLVFULPLQD\
LPSOHPHQWY GLYHUVLW\ DQG LQFOXVLRQ SULQFLSOHV IRU WKH ZKROH HPS
'LUHFWRUV $PRQJ WKH DFWLRQV ZH KDYH WDNHQ WR LPSOHPHQW WKH 'LYF
SDQHO RI KLULQJ FDQGLGDWHV WKH DQDO\VLV RI WKH SHUFHQWDJH RI P
SURFHVVHV WR VXSSRUW ZLWK WKHVH GDWD WKH GHFLVLRQ PDNLQJ WKH
RUJDQL]DWLRQ

7TKH FRQWLQXRXYV PRQLWRULQJ RI RXU WDUJHW VKRZV WKDW ZRPHQ LQ
SHUFHQW ZKLOH ZRPHQ UHSUHVHQWHG SHUFHQW RI WKH WRWDO GLUHF
SHUFHQW ZKLOH ZRPHQ UHSUHVHQWHG SHUFHQW RI WKH WRWDO GLUHF

2XU JRDO LV WR SURFHHG LQ WKLV GLUHFWLRQ LQGHHG ZH DLP WR P
SRVLWLRQV FRQVLGHULQJ WKH SHUFHQWDJH RI ZRPHQ LQ WKH WRWDO HPS
DW OHDVW ZRPHQ LQ PDQDJHULDO SRVLWLRQV E\

2XU SODQ WR DFKLHYH WKH WDUJHW LV WR FRQWLQXH WKH LPSOHPHC
\HDUV DQG FRQWLQXLQJ LQ LQFOXGLQJ DV PHQWLRQHG DERYH IRVWH
PRQLWRULQJ WKH SHUFHQWDJH RI PHQ DQG ZRPHQ LQYROYHG LQ FDUHHU S
IRU DOO OHYHOV LQ RUJDQL]DWLRQ )RU )HUUDUL LW LV LPSRUWDQW WR
EHWZHHQ JOREDO SHUFHQWDJH DQG PDQDJHULDO SHUFHQWDJH LV D NH\ LQ

6WDNHKROGHU (QJDJHPHQW 3UDFWLFH

2Q 6HSWHPEHU WKH %RDUG RI 'LUHFWRUYV DGRSWHG WKH XSGDYV
WKH 26 WDNHKROGHU (QJDJHPHQW 3UDFWLFH?3 DV WKH &RPSDQ\ ILUPO\ Et}
VWDNHKROGHUYV E\ OLVWHQLQJ WR WKHLU H[SHFWDWLRQV DQG SHUVSHFW
7KLY 6WDNHKROGHU (QJDJHPHQW 3UDFWLFH DLPV DW HQKDQFLQJ )HUUDUL
PHPEHUV RI WKH %RDUG PDQDJHUV DQG HPSOR\HHV RI WKH )HUUDUL *URXS
RU DQ\ RWKHU FRXQWU\ JXLGHOLQHVY RQ WKH ULJKW PHWKRGYV DQG IRUPV F



BURILOH RI WKH QRQ H[HFXWLYH 'LUHFWRUYV

,Q UHVSHFW Rl WKH FRPSRVLWLRQ Rl WKH %RDUG RI 'LUHFWRUV D SU
EHHQ DGRSWHG E\ WKH &RPSDQ\ 7KH SXUSRVH RI WKLV SURILOH LV WR ¢
H[SHUWLVH RI WKH QRQ H[HFXWLYH 'LUHFWRUV 7KH 3URILOH SURYLGHV WK
WKDW LWV FRPSRVLWLRQ UHIOHFWY DQ DGHTXDWH PL[ Rl WHFKQLFDO DELO
VSHFLILF JDLQHG LQ DQ LQWHUQDWLRQDO HQYLURQPHQW DQG SHUWDLQLC
PDUNHWV PRUH JHQHUDOO\ DV ZHOO DV WKH LQGXVWULDO DQG ILQDQFLD
QRQ H[HFXWLYH 'LUHFWRUV WKH &RPSDQ\ VKDOO HQVXUH WKDW VXFK QF
H[SHULHQFH RI WKH RWKHU QRQ H[HFXWLYH 'LUHFWRUV DQG WKDW WKH
*RYHUQDQFH &RGH DQG WKH 1<6( UXOHV DUH WDNHQ LQWR DFFRXQW ,Q VF
&RPSDQ\ VKDOO DOVR HQVXUH WKDW WKH 'LYHUVLW\ 3ROLF\ LQP@XGLQJ
'LYHUVLW\ BROYLA\ LV WDNHQ LQWR DFFRXQW ,Q UHFRPPHQGLQJ SURVSHF\
'LUHFWRUV WKH (6* &RPPLWWHH VKDOO WDNH LQWR DFFRXQW WKH 3UR
FGQ IHUUDUL FRP FPV QHWZRUN PHGLD SGI HBIQYBSURILOHBQRQ H[HFXWLY!

&RPSOLDQFH ZLWK "XWFK &RUSRUDWH *RYHUQDQFH &RGH

7KH &RPSDQ\ HQGRUVHVY WKH SULQFLSOHY DQG EHVW SUDFWLFH SURYL
LW GHYLDWHYV IURP WKH IROORZLQJ EHVW SUDFWLFH SURYLVLRQV ZKLFK GH

¥ %HVW SUDFWLFH SURYLVLRQ Rl WKH 'XWFK &RUSRUDWH *RYHUQDAQ
D UHWLUHPHQW VFKHGXOH LQ RUGHU WR DYRLG DV PXFK DV SRVVLEC
7KH UHWLUHPHQW VFKHGXOH VKRXOG EH SXEOLVKHG RQ WKH FRPSDQ\}|

7KH &RPSDQ\ GRHVY QRW KDYH D UHWLUHPHQW VFKHGXOH DV UHIHUUI
&RUSRUDWH *RYHUQDQFH &RGH EHFDXVH WKH &RPSDQ\pV $UWLFOHV RI $V
%RDUG RI '"LUHFWRUV IRU D SHULRG RI DSSUR[LPDWHO\ RQH \HDU DIWHU DS
JHQHUDO PHHWLQJ RI VKDUHKROGHUYV LV KHOG LQ WKH IROORZLQJ FDOH
FXVWRPDU\ IRU FRPSDQLHYVY OLVWHG LQ WKH 8 6 $V WKH &RPSDQ\ LV OLV
FRPPRQ 8 6 JRYHUQDQFH SUDFWLFHV RQH RI ZKLFK LV WKH UHDSSRLQWPI
VKDUHKROGHUV ,Q OLJKW RI WKLV WHUP RI RIILFH WKH &RPSDQ\ GRHV QRYV

t %HVW SUDFWLFH SURYLVLRQ RI WKH 'XWFK &RUSRUDWH *RYHUQDQ
PHPEHUV QRPLQDWHG IRU DSSRLQWPHQW VKRXOG DWWHQG WKH JHQ
QRPLQDWLRQ

3IXUVXDQW WR EHVW SUDFWLFH SURYLVLRQ RI WKH 'XWFK &RUSR
HIHFXWLYH 'LUHFWRU QRPLQDWHG IRU DSSRLQWPHQW VKRXOG DWWHQG \
QRPLQDWLRQ 6LQFH SXUVXDQW WR $UWLFOH RI WKH $UWLFOHV RI $V\

RQH \HDU VXFK SHULRG H[SLULQJ RQ WKH GD\ WKH ILUVW DQQXDO JHQHU
IROORZLQJ FDOHQGDU \HDU DOO PHPEHUV RI WKH %RDUG RI 'LUHFWRUYV DL
WKH UHOHYDQW ELRJUDSKLFDO GHWDLOV DQG FXUULFXOXP YLWDH RI HDF¥
&RPSDQ\pvV JHQHUDO PHHWLQJ RI VKDUHKROGHUV LV ZHOO LQIRUPHG LQ UF
RQO\ WKH &KDLUPDQ WKH &KLHI ([HFXWLYH 2IILFHU DQG WKH 9LFH &KDLUPL

¥ %HVW SUDFWLFH SURYLVLRQ RI WKH "XWFK &RUSRUDWH *RYHUQTI
UHPXQHUDWLRQ FRPPLWWHH FDQ EH FKDLUHG E\ WKH FKDLUPDQ RI WK
RI WKH FRPSDQ\

2XU 6HQLRU 1RQ ([HFXWLYH 'LUHFWRU DQG &KDLU RI WKH %RDUG RI 'L
$XGLW &RPPLWWHH ZKLFK LV QRW LQ OLQH ZLWK EHVW SUDFWLFH SURYL
&RPSDQ\ EHOLHYHVY WKDW 0U 'XFD LQ OLJKW RI KLV H[WHQVLYH H[SHULHQ
YDOXDEOH FRQWULEXWLRQ WR WKH $XGLW &RPPLWWHH DQG WKHUHIRUH E
‘XFD WR FKDLU WKH $XGLW &RPPLWWHH



¥ %HVW SUDFWLFH SURYLVLRQ RI WKH 'XWFK &RUSRUDWH *RYHUQDQ
VKRXOG EH FRPSULVHG H[FOXVLYHO\ RI QRQ H[HFXWLYH GLUHFWRL

OU (ONDQQ RXU ([HFXWLYH &KDLUPDQ DQG ([HFXWLYH 'LUHFWRU KDYV
SUDFWLFH SURYLVLRQ RI WKH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH D!
LQ WKLV FRPPL\QWHHURBLMRZY GXWLHV RI WKH (6* &RPPLWWHH ZKLFK DUH
VHOHFWLRQ DQG DSSRLQWPHQW FRPPLWWHH DQG LQFOXGH GXWLHV WKDW |
&RPSDQ\

'LITHUHQFHY EHWZHHQ 'XWFK &RUSRUDWH *RYHUQDQFH 3UDFWLFHY DQG 1<6

JHUUDUL 1 9 LV D FRPSDQ\ RUJDQL]JHG XQGHU WKH ODZV Rl 7KH 1HWE
XQGHU WKH 1<6( OLVWLQJ VWDQGDUGY ,Q DFFRUGDQFH ZLWK WKH 1<6( FR
DUH SHUPLWWHG WR IROORZ KRPH FRXQWU\ SUDFWLFH LQ VRPH FLUFXPVW
UXOHVY FRQWDLQHG LQ 6HFWLRQ $ RI WKH 1<6( /LVWHG &RPSDQ\ ODQXDO \
PXVW GLVFORVH DQ\ VLJQLILFDQW ZD\V LQ ZKLFK RXU FRUSRUDWH JRYH!
FRPSDQLHY OLVWHG RQ WKH 1<6(

%RWK WKH 'XWFK DQG 1<6( FRUSRUDWH JRYHUQDQFH UHJLPHV ZHUH
FRQILGHQFH LQ WKH KRQHVW\ LQWHJULW\ DQG WUDQVSDUHQF\ RI KRZ EX\
WKHVH FRUSRUDWH JRYHUQDQFH UHJLPHV DUH EDVHG RQ WKH VDPH SULQF
GLIIHUHQFHV H[LVW EHWZHHQ 'XWFK DQG 1<6( FRUSRUDWH JRYHUQDQFH UX
JRYHUQDQFH SUDFWLFHV DQG JXLGHOLQHV DUH FRQVLVWHQW LQ SULQFLS
,Q DGGLWLRQ ZH HQGRUVH WKH SULQFLSOHV DQG %HVW 3UDFWLFH 3URYLYV
&RGH:® ,Q FRQWUDVW WR 1<6( UXOHV DSSOLFDEOH WR 8 6 FRPSDQLHV W
SULQFLSOH $V D UHVXOW GHYLDWLRQV IURP WKH EHVW SUDFWLFH SURY
H[SODLQHG LQ RXU DQQXDO UHSRUW

7TKH GLVFXVVLRQ EHORZ VXPPDUL]JHV WKH VLJQLILFDQW GLIIHUHQFHYV
1<6( VWDQGDUGY DSSOLFDEOH WR 8 6 FRPSDQLHV DV ZHOO DV FHUWDLQ Z
VXIIHVWHG LQ WKH "XWFK &RGH

"XWFK OHJDO UHTXLUHPHQWY FRQFHUQLQJ GLUHFWRU LQGHSHQGHQFH
86 FRPSDQLHV OLVWHG RQ WKH 1<6( :KLOH ERWK UHJLPHV UHTXLUH WKD
GHILQLWLRQ RI WKLV WHUP XQGHU WKH 'XWFK &RGH GLIIHUV ITURP WKH (
vVWDQGDUGY ,Q VRPH UHVSHFWV WKH "XWFK UHTXLUHPHQW LV PRUH VWULC
\HDUV IRU IRUPHU H[HFXWLYH GLUHFWRUY DQG HPSOR\HHVY DQG E\ UHTXLL
ERDUG PHPEHU PD\ EH QRW 2LQGHSHQGHQW:3? ZLWKLQ WKH PHDQLQJ RI WKH
IRU RQH WLHU JRYHUQDQFH VWUXFWXUHV WKDW D PDMRULW\ RI WKH PHPE
RXU %RDUG FRQVLVWYV RI PHPEHUVY DQG D PDMRULW\ RI RXU %RDUG LV 2
PHPEHUV DQG WKH 'XWFK &RGH Rl WKH PHPEHUV )XUWKHU SXUVXDQV
HIHFXWLYH 'LUHFWRUV Rl J)HUUDUL LI VXFK SHUVRQV DUH QRQ H[HFXWLYH
ERGLHV IRU ILYH RU PRUH 'XWFK FRPSDQLHV RI D FHUWDLQ VL]H DQG VXF
JHUUDUL LI VXFK SHUVRQV DUH QRQ H[HFXWLYH GLUHFWRUV DW PRUH WKD
SHUVRQ LV WKH FKDLUSHUVRQ RI WKH ERDUG RI VXSHUYLVRUV RU WKH RC
JLQDOO\ SXUVXDQW WR 'XWFK ODZ D VR FDOOHG 2LQJURZWK TXRWD3 DSSC
FDQQRW EH DSSRLQWHG DV QRQ H[HFXWLYH 'LUHFWRU LI VXFK LQGLYLGXD
HIHFXWLYH 'LUHFWRUV 8QGHU 'XWFK ODZ WKH FRPSRVLWLRQ RI WKH QRQ
DW OHDVW RQH WKLUG PHQ DQG DW OHDVW RQH WKLUG ZRPHQ 7KLV 2LQJ
VKDUHY DUH OLVWHG RQ D UHJXODWHG PDUNHW LQ WKH 1HWKHUODQGYV

7TKH 1<6( UHTXLUHV WKDW ZKHQ DQ DXGLW FRPPLWWHH PHPEHU RI D
PRUH DXGLW FRPPLWWHHV RI SXEOLF FRPSDQLHVY WKH OLVWHG FRPSDQ\ V|
VWDWHPHQW RU DQQXDO UHSRUW RQ )RUP . WKDW WKH ERDUG RI GLUHF\
LPSDLU WKH GLUHFWRUpV VHUYLFH WR WKH OLVWHG FRPSDQ\ $V D IRUH
UHTXLUHPHQW 'XWFK ODZ GRHV QRW UHTXLUH WKH &RPSDQ\ WR PDNH VXFK



1<6( UXOHV UHTXLUH D 8 6 OLVWHG FRPSDQ\ WR KDYH D FRPSHQVI
JRYHUQDQFH FRPPLWWHH FRPSRVHG HQWLUHO\ RI LQGHSHQGHQW GLUHFWI
ZLWK WKLV UHTXLUHPHQW DOWKRXJK ZH GR KDYH D &RPSHQVDWLRQ &RTF
&RPPLWWHH &KDUWHU VWDWHV WKDW D PD[LPXP RI RQH PHPEHU RI WKH
DFFRUGLQJ WR WKH 'XWFK &RGH $00 WKUHH RI WKH FXUUHQW PHPEHUV R
1<6( UXOHV DQG WZR RI WKH PHPEHUV DUH LQGHSHQGHQW XQGHU WKH "XV
&RPPLWWHH VKDOO EH FRPSULVHG RI DW OHDVW WKUHH 'LUHFWRUV HOHF\
WKHP DV FKDLUSHUVRQ RI WKH (6* &RPPLWWHH RU &KDLUSHUVRQ 21 WKH "'l
WKDQ KDOI PXVW EH LQGHSHQGHQW XQGHU WKH 'XWFK &RGH DQG QR PRUH
IURP WKH 'XWFK &RGH ZKLFK UHFRPPHQGV WKDW RQO\ QRQ H[HFXWLYH GL
HIHFXWLYH 'LUHFWRU WR VHUYH RQ WKH (6* &RPPLWWHH EHFDXVH ZH EHO
SUHVHQFH RI DQ H[HFXWLYH ERDUG PHPEHU 7KH SRVLWLRQ RI CQWHHOWDQQCLC
IROORZV IURP WKH GXWLHV RI WKH (6* &RPPLWWHH ZKLFK DUH PRUH H[WI
FRPPLWWHH 7KHVH GXWLHYV ZDUUDQW SDUWLFLSDWLRQ RI OU (ONDQQ ZKF
KLYV NQRZOHGJH RI WKH DXWRPRWLYH DQG OX[XU\ LQGXVWULHV DV ZHOO D
&KDLUSHUVRQ WKH FXUUHQW PHPEHUV RI WKLV FRPPLWWHH DUH FRQVLGHL
DQG WKH 1<6( UXOHV

1<6( 5XOHV DOVR UHTXLUH 8 6 OLVWHG FRPSDQLHV LQFOXGLQJ IRUHLJ
UHFRYHU\ RU 2FODZEDFN® RI H[FHVV LQFHQWLYH EDVHG FRPSHQVDWLRQ
DFFRUGDQFH ZLWK 5XOH $ Rl WKH 1<6( /LVWHG &RPSDQ\ ODQXDO :LWK |
DGRSWHG WKH 1<6( &ODZEDFN 3ROLF\ DV GHILQHG HOVHZKHUH LQ WKLYV
FRPSOLDQFH ZLWK VXFK UXOHV

,Q FRQWUDVW WR 1<6( UXOHV DSSOLFDEOH WR 8 6 FRPSDQLHV ZKLFFk
$XGLW &RPPLWWHH WKH JHQHUDO UXOH XQGHU 'XWFK ODZ LV WKDW H[W
VKDUHKROGHUV ,Q DFFRUGDQFH ZLWK WKH UHTXLUHPHQWYV RI '"XWFK ODZ
SXEOLF DFFRXQWLQJ ILUP PXVW EH UHVROYHG XSRQ E\ WKH JHQHUDO PHH)
IRU UHFRPPHQGLQJ WR WKH VKDUHKROGHUV WKH DSSRLOQWPHQW DQG FRP¢
ILUP DQWHURNBUNYHHY DQG HYDOXDWHY WKH ZRUN RI RXU LQGHSHQGHQW Ut

8QGHU 1<6( OLVWLQJ VWDQGDUGY VKDUHKROGHUV RI 8 6 FRPSDQLHYV
FRPSHQVDWLRQ SODQV DQG WR DSSURYH PDWHULDO UHYLVLRQV WR WKRVH
D IRUHLJQ SULYDWH LVVXHU ZH DUH SHUPLWWHG WR IROORZ RXU KRPH FR)
SODQV DQG XQGHU 'XWFK ODZ VXFK DSSURYDO IURP VKDUHKROGHUV LV (
RWKHU WKDQ WKH PHPEHUV RI WKH %RDUG RI 'LUHFWRUV SURYLGHG WKDW
JHQHUDO PHHWLQJ RI VKDUHKROGHUV WR WKH %RDUG RI 'LUHFWRUV )RU
'LUHFWRUV DQG RU LQ WKH HYHQW WKDW WKH DXWKRULW\ WR LVVXH VKDU
WKH %RDUG RI 'LUHFWRUVY DSSURYDO RI WKH JHQHUDO PHHWLQJ RI VKDUHEK

:KLOH 1<6( UXOHV GR QRW UHTXLUH OLVWHG FRPSDQLHV WR KDYH VK
&RUSRUDWH *RYHUQDQFH &RGH UHTXLUHV WKDW D GLYLGHQG GLVWULEXW
VKDUHKROGHUV LQ ZKLFK WKH DQQXDO DFFRXQWY DUH DGRSWHG ,Q RXU
DQQXDO GLYLGHQGV PXVW EH UHVROYHG XSRQ E\ RXU JHQHUDO PHHWLQJ R
22WKHU ,QIRUPDWLRQ+*+$GGLWLRQDO ,QIRUPDWLRQ*'LYLGHQG 3ROLF\3

,Q DFFRUGDQFH ZLWK WKH FRUSRUDWH JRYHUQDQFH UXOHV RI WKH
GLVFORVH WKHVH GLITHUHQFHYVY EHWZHHQ RXU FRUSRUDWH JRYHUQDQFH S
1<6( OLVWLQJ VWDQGDUBX IR RXWLZHER/LWH DW



,WDOLDQ &4RUSRUDWH *RYHUQDQFH &RGH

$v UHIJDUGV WKH ,WDOLDQ IUDPHZRUN IRU FRUSRUDWH JRYHUQDQFH V
WKH 2, WDOLDQ &*&3® KDV EHHQ LVVXHG E\ %YRUVD ,WDOLDQD 6 S $ DSSOL
OLODQ VWDUWLQJ IURP -DQXDU\

$V RI '"HFHPEHU WKH &RPSDQ\pvV FRUSRUDWH JRYHUQDQFH VW
SULQFLSOHY DQG UHFRPPHQGDWLRQV VHW IRUWK LQ WKH ,WDOLDQ &*& HYV
FRPSOLHV ZLWK WKH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH ZKLFK FRQWDI
WR WKRVH KLIJIKOLJKWHG LQ WKH ,WwDOLDQ &*& H[FHSWLRQ EHLQJ PDGH IRU

D 7KH LQGHSHQGHQW &KDLU RI WKH %RDUG RI 'LUHFWRUVSUWDDRRW F
5HFRPPHQGDWLRQ QR RI WKH ,WDOLDQ &*&

2XU 6HQLRU 1RQ ([HFXWLYH 'LUHFWRU DQG &KDLU RI WKH %RDUG RI 'L
$XGLW &RPPLWWHH ZKLFK LV QRW LQ OLQH ZLWK EHVW SUDFWLFH SURYL)\
&*& 7KH &RPSDQ\ EHOLHYHV WKDW 0O0U 'XFD LQ OLJKW RI KLV H[WHQVLYF
UHVSHFW EULQJY D YDOXDEOH FRQWULEXWLRQ WR WKH $XGLW &RPPLWWI
DSSURSULDWH IRU 0U 'XFD WR FKDLU WKH $XGLW &RPPLWWHH

E ,Q ODUJH FRPSDQLHV WKH %RDUG RI 'LUHFWRUV H[SUHVVHV LWV JXLC
FRQVLGHUHG FRPSDWLEOH ZLWK DQ HIIHFWLYH SHUIRUPDQFH DQG WKHF
7KH UHOHYDQW RIILFHY DUH WKRVH KHOG LQ FRUSRUDWH ERGLHV R
VLJIQLILF DQW LVALQH 5HFRPPHQGDWLRQ QR RI WKH ,WDOLDQ &*&

$SSOLFDEOH 'XWFK FRUSRUDWH ODZ DOUHDG\ H[SUHVVO\ UHJXODWHYV
GLUHFWRUV 3XUVXDQW WR 'XWFK ODZ SHUVRQV PD\ QRW EH DSSRLQWHG LC
GLUHFWRU PHPEHU RI WKH VXSHUYLVRU\ ERDUG RU RWKHU VLPLODU ERGL
VXFK SHUVRQV FDQQRW EH DSSRLQWHG DV H[HFXWLYH 'LUHFWRUV LI VXFK
'XWFK FRPSDQLHV RI D FHUWDLQ VL]H RU LI VXFK SHUVRQ LV WKH FKDLUS
DQRWKHU 'XWFK FRPSDQ\ RI D FHUWDLQ VL]H )HUUDUL LV FRPSOLDQW ZLW

F ,Q ODUJH FRPSDQLHV WKH %RDUG RI 'LUHFWRUV HODERUDWHYV ZLWK
VXFFHVVLRQ RI WKH &KLHI ([HFXWLYH 2IILFHU DQG H[HFXWLYH GLUHF
IROORZHG LQ WKH HYHQW RI| DRUMDFOHW HEHERPRMHREDRILRIQLE R RI W

7TKH &RPSDQ\pvV %RDUG RI 'LUHFWRUV EHOLHYHV WKDW WKH PHPEHU"
DSSRLQWHG RQ WKH EDVLV RI WKHLU UHVSHFWLYH H[SHUWLVH OHYHO RI
ZRXOG EH FDSDEOH WR FDUU\ RXW LQ WKH DEVHQFH GXH WR HDUO\ WHUF
DQ\ RWKHU H[HFXWLYH RIILFHU WKH RUGLQDU\ EXVLQHVV RI WKH &RPSDQ\
WKH QHZ &KLHI ([HFXWLYH 2IILFHU DQG RU RWKHU H[HFXWLYH RIILFHU V

JXUWKHU WKH &RPSDQ\pV %RDUG RI 'LUHFWRUV EHOLHYHV WKDW WKF
IXUWKHU DQDO\WVHG EHDULQJ LQ PLQG WKH VHQVLWLYLW\ RI WKH WRSLF

JXUWKHUPRUH WKH &RPSDQ\ EHOLHYHV WKDW WKH RYHUDOO V\VWHEF
VXIILFLHQW WR PLWLJDWH WKH ULVN RI D YDFDQF\ IRU DQ H[HFXWLYH 'LU}
&RPSDQ\pV EXVLQHVV 7KH RYHUDOO V\VWHP RI GHOHJDWHG SRZHUV DGRSW
WKH WRS PDQDJHPHQW ZKLFK LQ WKH &RPSDQ\ LV UHSUHVHQWHG E\ WKH )
DERYH PHDVXUHV KHOS WKH &RPSDQ\ DFKLHYLQJ WKH REMHFWLYH XQGHUC
JRRG FRUSRUDWH JRYHUQDQFH )LQDOO\ LW VKRXOG EH QRWHG WKDW W
SURFHGXUH WR EH DSSOLHG IRU WKH DSSRLOQWPHQW RI DW OHDVW WKH
LOQYROYHPHQW RI LQWHU DOLD D VSHFLILF FRPPLWWHH L H WKH &(2 6HD
VHOHFWLQJ D QHZ FDQGLGDWH IRU WKLV RIILFH



([FKDQJH &RQWUROYV

8QGHU 'XWFK ObzZ WKHUH DUH QR H[FKDQJH FRQWURO UHVWULFWLRQV
VKDUHV 7KHUH DUH QR VSHFLDO UHVWULFWLRQV LQ WKH )HUUDUL $UWLFO'
ZKR DUH QRW FLWL]HQV RU UHVLGHQWYV RI WKH 1HWKHUODQGY WR KROG RU
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7KLV LV WKH UHSRUW RI WKH QRQ H[HFXWLYH 'LUHFWRUV RI WKH &RPS
SUDFWLFH SURYLVLRQ RI WKH "XWFK &RUSRUDWH *RYHUQDQFH &RGH D
WKH QRQ H[HFXWLYH 'LUHFWRUVYy GXWLHV WKURXJKRXW

W LV WKH UHVSRQVLELOLW\ RI WKH QRQ H[HFXWLYH 'LUHFWRUV WR VX
DQG WKH JHQHUDO DIIDLUV RI WKH &RPSDQ\ DQG LWV DIILOLDWHG HQWHL
&RPSDQ\ UHJDUGLQJ VXVWDLQDEO®WHRQ ODMEHMPH FPOWXHH FUNBWWRQ@YV VKRS
HITHFWLYHQHVYVY RI WKH &RPSDQ\pV LQWHUQDO ULVN PDQDJHPHQW DQG FRC
UHSRUWLQJ DQG WKH VXVWDLQDELOLW\ UHSRUWLQJ ,W LV DOVR WKH UH
UHPXQHUDWLRQ RI WKH H[HFXWLYH 'LUHFWRUV DQG WR QRPLQDWH FDQGL
HIHFXWLYH 'LUHFWRUV DFW VROHO\ LQ WKH LQWHUHVW RI WKH &RPSDQ\ :l
QRQ H[HFXWLYH 'LUHFWRUV UHJXODUO\ GLVFXVV )HUUDULpV ORQJ WHUP EX
DVVRFLDWHG ZLWK VXFK SODQV ZLWK WKH H[HFXWLYH 'LUHFWRUV

$FFRUGLQJ WR WKH $UWLFOHV RI $VVRFLDWLRQ WKH %RDUG RI 'LUHE
PHPEHUV FRPSULVLQJ ERWK PHPEHUV KDYLQJ UHVSRQVLELOLW\ IRU WKH (
DQG PHPEHUV QRW KDYLQJ VXFK GD\ WR GD\ UHVSRQVLELOLW\ QRQ H[HFX
HIHFXWLYH 'LUHFWRUV LQ D RQH WLHU ERDUG VXFK DV WKH &RPSDQ\pV %R
$UWLFOHV RI $VVRFLDWLRQ SURYLGHG WKDW WKH JHQHUDO PHHWLQJ RI V
DV H[HFXWLYH RU DV QRQ H[HFXWLYH 'LUHFWRU DQG IXUWKHUPRUH SURY
'LUHFWRUV RI WKHLU GXWLHV FDQ RQO\ EH SHUIRUPHG E\ WKH QRQ H[HFX
'LUHFWRUYV UHPDLQ FROOHFWLYHO\ UHVSRQVLEOH IRU WKH SURSHU PDQDJ
WKHUHRI LQ FDVH RI QRQ H[HFXWLYH 'LUHFWRUYV

'"HWDLOV RI WKH FXUUHQW FRPSRVLWLRQ RI WKH %RDUG RI 'LUHFWEF
FRPPLWWHHY DUH VHW IRUWK LQ WKH VHFWLRQ 2%RDUG RI 'LUHFWRUV?:

6XSHUYLVLRQ E\ WKH QRQ H[HFXWLYH 'LUHFWRUYV

7TKH QRQ H[HFXWLYH 'LUHFWRUV VXSHUYLVH WKH SROLFLHV FDUULHG ¥
WKH &RPSDQ\ DQG LWV DIILOLDWHG HQWHUSULVH ,Q VR GRLQJ WKH QRQ F
WKH &RPSDQ\pV LOWHUQDO ULVN PDQDJHPHQW DQG FRQWURO VA\VWHPV WK
ORQJ WHUP EXVLQHVV SODQV WKH LPSOHPHQWDWLRQ RI VXFK SODQV DQG

7TKH QRQ H[HFXWLYH 'LUHFWRUV DOVR GHWHUPLQH WKH UHPXQHUDWLR
WKH 'LUHFWRU DSSRLQWPHQWY )XUWKHUPRUH WKH %RDUG RI 'LUHFWRUYV
LOQGLYLGXDO 'LUHFWRUV RU WR D FRPPLWWHH FRPSULVHG RI HOLJLEOH 'LU
WKLV UHVSHFW WKH %RDUG RI 'LUHFWRUYV KDV DOORFDWHG FHUWDLQ VSHI
&RPPLWWHH DQG WKH (6* &RPPLWWHH )XUWKHU GHWDLOV RQ WKH PDQQHLU
DUH VHW IRUWK LQ WKH VHFWLRQV 27KH $XGLW &RPPLWWHH?3? 27KH &RPSHQ\

7TKH QRQ H[HFXWLYH 'LUHFWRUV VXSHUYLVHG WKH DGRSWLRQ DQG LPS
UHYLHZHG WKLY DQQXDO UHSRUW LQFOXGLQJ WKH &RPSHQVDWLRQ 5HSRU\V
DQG FRPSOLDQFH PDWWHUYV DQG WKH\ KDYH EHHQ UHJXODUO\ LQYROYHG L
UHODWHG SDUWLHV 7KH QRQ H[HFXWLYH 'LUHFWRUV KDYH DOVR UHYLHZHG
WKH UHFRPPHQGDWLRQV IRU WKH DSSRLQWPHQW RI 'LUHFWRUYV

OHHWLQJYV DQG DWWHQGDQFH

Q WKHUH ZHUH ILYH PHHWLQJV Rl WKH %RDUG RI 'LUHFWRUV 7Kl
SHUFHQW 'XULQJ PXOWLSOH RI WKHVH PHHWLQJV WKH )/7 ZDV LQYLWHG W
ZHUH QRW OLPLWHG WR WKH WKUHH &RPSDQ\pV GLPHQVLRQV 6SRUWV &
EXVLQHVV JRYHUQDQFH DQG ILQDQFLDO PDWWHUV DQQXDO VHPL DQQXDC



UHJLRQDO XSGDWHV WHFKQRORJLHV +5 DQG (6* 3RUWLRQV RI WKHVH P
HIHFXWLYH 'LUHFWRUV ZLWKRXW WKH H[HFXWLYH 'LUHFWRUV RU DQ\ RWK
'LUHFWRUV WR LQGHSHQGHQWO\ UHYLHZ DQG GLVFXVV FHUWDLQ PDWWHUYV
([HEXWLYH 2IILFHU KHOG UHJXODU RQH WR RQH PHHWLQJV OHPEHUV RI WKI
PDQDJHPHQW WR UHPDLQ ZHOO LQIRUPHG DERXW WKH &RPSDQ\pV RSHUDWL
WR JLYH VXIILFLHQW DWWHQWLRQ WR WKH &RPSDQ\pV PDWWHUV

$Q RYHUYLHZ RI WKH DWWHQGDQFH RI WKH LQGLYLGXDO 'LUHFWRUYV SFH
VHW RXW DJDLQVW WKH WRWDO QXPEHU RI VXFK PHHWLQJVY LV VHW RXW EH

OHHWLQJ %RDUCg(
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%RDUG IRFXV

7KH NH\ WRSLFV WKDW ZHUH GLVFXVVHG GXULQJ WKH %RDUG RI 'LUHF
WKUHH &RPSDQ\pV GLPHQVLRQV 6SRUWVYV &DU 5DFLQJ DQG /LIHVW\OH W
PDWWHUV DQQXDO VHPL DQQXDO DQG TXDUWHUO\ ILQDQFLDO VWDWHPHQ
DQG (6*

,QGHSHQGHQFH Rl WKH QRQ H[HFXWLYH 'LUHFWRUYV

7KH QRQ H[HFXWLYH 'LUHFWRUV DUH UHTXLUHG E\ 'XWFK ODZ WR DFW
&RUSRUDWH *RYHUQDQFH &RGH VWLSXODWHV WKH FRUSRUDWH JRYHUQDC
'LUHFWRUYVY DQG UHTXLUHV XQGHU PRVW FLUFXPVWDQFHV WKDW D PDMRULW

&EXUUHQWO\ WHQ RXW RI WHQ QRQ H[HFXWLYH 'LUHFWRUY DUH FRQVLC
QLQH QRQ H[HFXWLYH 'LUHFWRUV DUH FRQVLGHUHG WR EH LQGHSHQGHQW
RI XVXIUXFW OU 3LHUUR )HUUDUL KROGV RYHU VKDUHV LQFOXGLQJ WKH UL
3LHUR )HUUDUL DV GHVFULEHG LQ WKLV $QQXDO 5HSRUW OU 6HUJLR 'XI
'LUHFWRUV LV LQGHSHQGHQW XQGHU WKH 'XWFK &RUSRUDWH *RYHUQDQFH
'XWFK &RUSRUDWH *RYHUQDQFH &RGH

JHUUDUL LV RI WKH RSLQLRQ WKDW WKH LQGHSHQGHQF\ UHTXLUHPHQ)
'XWFK &RUSRUDWH *RYHUQDQFH &RGH DUH PHW E\ WKH &RPSDQ\

(YDOXDWLRQ E\ WKH QRQ H[HFXWLYH 'LUHFWRUV
7KH QRQ H[HFXWLYH 'LUHFWRUYV DUH UHVSRQVLEOH IRU VXSHUYLVLQJ \

LQGLYLGXDO H[HFXWLYH DQG QRQ H[HFXWLYH 'LUHFWRUV DQG DUH DVVLYV
%RDUG RI 'LUHFWRUV IRUPDOO\ DVVHVVHV LWV SHUIRUPDQFH LQFOXGLQJ Z



LWV PHPEHUVY ZRUN WRJIJHWKHU ZLWK WKH DLP RI KHOSLQJ WR LPSURYH WK
DQG LWV FRPPLWWHHYV

,Q SDUWLFXODU WKH QRQ H[HFXWLYH 'LUHFWRUV DUH H[SHFWHG WR |
WKH IXQFWLRQLQJ RI WKH %RDUG RI 'LUHFWRUV DQG LWV FRPPLWWHHYV D(
ZLWK EHVW SUDFWLFH SURYLVLRQV DQG RI WKH '"XWFK &RUSRUDYV
HYDOXDWLRQ ZHUH GLVFXVVHG GXULQJ D %RDUG RI 'LUHFWRUV PHHWLQJ
VXIILFLHQW GLYHUVLW\ LQFOXGHG D YDULHW\ RI FRPSHWHQFLHY DQG GHPF
JHUUDUL PLVVLRQ

,Q DFFRUGDQFH ZLWK WKH (6* &RPPLWWHH &KDUWHU WKH (6* &RPPLW\
UHVSHFW WR SHULRGLF DVVHVVPHQW RI WKH SHUIRUPDQFH RI LQGLYLGXDC
RWKHUV WKH GXWLHVY DQG UHVSRQVLELOLWLHV WR UHYLHZ DQQXDOO\ WK
FRPPLWWHHY DQG WR UHYLHZ HDFK 'LUHFWRUpV FRQWLQXDWLRQ RQ WKF
GHWHUPLQHG E\ WKH (6* &RPPLWWHH

, Q WKH (6* &RPPLWWHHpY SHULRGLF DVVHVVPHQWY WRRN SODFH G
PHHWLQJ WKH (6* &RPPLWWHH IRFXVHG RQ WKH UHVXOWY RI WKH SHULR
'LUHFWRUV LWV FRPPLWWHHY DQG WKH LQGLYLGXDO 'LUHFWRUV NHHSLC
'LUHFWRU 'XULQJ VXFK PHHWLQJ DQG RQ WKH EDVLV RI VXFK HYDOXDWLF
QRPLQDWLRQ SURFHVVY WKH DVVHVVPHQW RI 'LUHFWRUVH TXDOLILFDWLRQ)\
FRPPLWWHHY DV ZHOO DV WKH UHFRPPHQGDWLRQV IRU 'LUHFWRUVHY HOHI
UHIOHFWHG

7KH QRQ H[HFXWLYH 'LUHFWRUV KDYH EHHQ UHJXODUO\ LQIRUPHG E\
SURYLVLRQ RI WKH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH DQG WKH FR
ZKHQ GUDIWLQJ WKLY UHSRUW RI WKH QRQ H[HFXWLYH 'LUHFWRUV

7KH QRQ H[HFXWLYH 'LUHFWRUV ZHUH DEOH WR UHYLHZ DQG HYDOXDYV
&RPPLWWHH DQG WKH &RPSHQVDWLRQ &RPPLWWHH EDVHG RQ WKH DVVHVV]
RI WKH &RPPLWWHHY ZHUH DOVR GLVFXVVHG E\ WKH %RDUG RI 'LUHFWRUYV
DPHQG WKH VL]H RU FRPSRVLWLRQ RI WKH $XGLW &RPPLWWHH WKH (6* &RI
DO\ UHDVRQ WR DPHQG WKHLU FKDUWHUV RQ WKLV EDVLV )XUWKHU GHWD|
WKHLU GXWLHYV DUH VHW IRUWK LQ VHFWLRQV 27KH $XGLW &RPPLWWHH?3 27

2Q WKH EDVLV RI WKH SUHSDUDWLRQV E\ WKH (6* &RPPLWWHH WKH QF
Rl '"LUHFWRUpVY DVVHVVPHQWY WKH LQGLYLGXDO 'LUHFWRUVYy DVVHVVPHQW
Rl "'LUHFWRUVY FRQFOXGHG WKDW HDFK RI WKH 'LUHFWRUV FRQWLQXHV WR G

$OVR SXUVXDQW WR WKH &RPSHQVDWLRQ &RPPLWWHH &KDUWHU WKH
UHPXQHUDWLRQ SROLF\ DV LW DSSOLHV WR QRQ H[HFXWLYH 'LUHFWRUV H]J
H[HFXWLYH 'LUHFWRUV 7KH &RPSHQVDWLRQ &RPPLWWHH DGPLQLVWHUYV DO
EHQHILWY SODQV 2Q WKH EDVLV RI WKH DVVHVVPHQWY SHUIRUPHG WKH !
HIHFXWLYH 'LUHFWRUY DQG QRPLQDWH FDQGLGDWHYV IRU WKH 'LUHFWRU DS

7TKH QRQ H[HFXWLYH 'LUHFWRUV KDYH VXSHUYLVHG WKH SHUIRUPDQ
&RPPLWWHH DQG WKH (6* &RPPLWWHH



SLVN ODQDJHPHQW 3URFHVV DQG ,QWt

2XU ULVN PDQDIJHPHQW DSSURDFK LV DQ LPSRUWDQW EXVLQHVV GULY
ORQJ WHUP EXVLQHVY SODQ :H WDNH DQ LOWHJUDWHG DSSURDFK WR ULVN
WHDP DJHQGD 7KH %RDUG RI 'LUHFWRUV LV UHVSRQVLEOH IRU FRQVLGHUL
LWV LGHQWLILHG EXVLQHVV WDUJHWYVY DQG WR HQVXUH FRQWLQXLW\ RI WKI
WR DFKLHYH GLIIHUHQW VWUDWHILF REMHFWLYHV IRFXVLQJ DWWHQWLRQ
FRQWURO

7R DVVHVV ULVNV DIIHFWLQJ WKH &RPSDQ\pvV DFWLYLWLHY DQG WKH H
SODFH DQ LQWHUQDO FRQWURO DQG ULVN PDQDJHPHQW V\VWHP WKH 26\VW
2&RPPLWWHH RI 6SRQVRULQJ 2UJDQL]DWLRQV RI WKH 7UDGHZD\ &RPPLVVLF
WKH SULQFLSOHV RI WKH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH

2XU 6\VWHP FRQVLVWY RI D VHW Rl UXOHV SURFHGXUHV DQG RUJDQL]
WKH IROORZLQJ REMHFWLYHYV
VDIHJXDUG RI )HUUDULpV KHULWDJH
HIILFLHQW DQG HIIHFWLYH PDQDJHPHQW RI WKH *URXS LQ OLQH ZLWK |
UHOLDELOLW\ DFFXUDF\ DQG LQWHJULW\ RI WKH LQIRUPDWLRQ SURYLC

FRPSOLDQFH ZLWK WKH FXUUHQW ODZY BPQO6CWXWKODWIE BQWLEOWMK WKH
WKH LQWHUQDO SURFHGXUHV RI WKH *URXS

&EROQWULEXWLQJ WR LQIRUPHG DQG FRQVLVWHQW GHFLVLRQ PDNLQJ D\
OHJDOLW\ DQG FRUSRUDWH YDOXHV WKH 6\WVWHP SOD\V D FHQWUENO URO|
PDQDIJHPHQW LQ DOLIJQPHQW ZLWK WKH FRUSRUDWH REMHFWLYHYV DV GHILQ

t
t
t
t

JHUUDULpuV 2UJDQL]DWLRQ RI WKH ,QWHUQDO &RQWURO DQG 5LVN ODQDJHPF

7KH 6\VWHP LQYROYHV D SOXUDOLW\ RI RUJDQL]DWLRQDO XQLWV DQG
DQG URRP WR RSHUDWH LOWHUGHSHQGHQWO\ JXDUDQWHHLQJ FRPSOHPHQV

,Q RUGHU WR HQVXUH WKH DGHTXDWHQHVV RI WKH 6\VWHP )HUUDUL K
RUJDQL]DWLRQDO XQLWYV DQG DFWRUV EDVHG RQ WKH LQWHUQDWLRQDO EH

%HORZ LV D JUDSKLF UHSUHVHQWDWLRQ RI )HUUDULpV 7KUHH /LQHV (
/ILQH WKH RYHUVLJKW UROHV SHUIRUPHG E\ WKH YDULRXV DFWRUV LQYRO)
&RPSHQVDWLRQ &RPPLWWHH DQG RWKHU VXSHUYLVRU\ ERGLHV RI HQWLW
SOHDVH UH{&RUWS R UDRNHH 22 RIMHHFWQLIR@FR T WKLY 5HSRUW



(DFK OLQH RI FRQWURO KDV GLITHUHQW IXQFWLRQV ZLWK FOHDUO\ GHI

$ 7KH ILUVW OLQHGRIQARQWMWAWR®VVHVVHYV DQG PDQDJHV WKH UHOHYDQ!
LPSOHPHQWYVY VSHFLILF UHVSRQVH DFWLRQV ,W FRPSULVHV WKH VHW
WKHLU SURFHVVHV WR HQVXUH RSHUDWLRQV DUH FDUULHG RXW SURSF
ZLWK WKH PDQDJHPHQW RI WKH DSSOLFDEOH RSHUDWLQJ XQLWV DUH
ILUVW OLQH RI FRQWURO FRPSULVHV FRUH EXVLQHVV 5LVN 2ZQHUV V
7HDP 7KH PDQDJHUV RI HDFK RSHUDWLQJ XQLW DUH UHTXLUHG ZLWK
HQVXUH WKH 6\WWHP IXQFWLRQV SURSHUO\ DQG HIIHFWLYHO\

$+ 7KH VHFRQG OLQPMRRLWRQWWRKCH PDLQ ULVNV WR HQVXUH WKH FRQW
DSSURSULDWH DQG HIIHFWLYH ,W DOVR SURYLGHV VXSSRUW WR WKH
WKH PDLQ ULVNV DV ZHOO DV LQ WKH LPSOHPHQWDWLRQ RI PDQDJH
DGGUHVV WKRVH ULVNV 7KLV FRQWURO OLQH LV HQWUXVWHG WR FR
$GGLWLRQDOO\ RQ D FDVH E\ FDVH EDVLV DQG GHSHQGLQJ RQ WKH VI
FDQ EH DVVLJQHG WDVNV SHUWDLQLQJ WR WKH VHFRQG OLQH FRQFHUC

$ 7KH WKLBG FRSMURRA.GHV IRU LQGHSHQGHQW DQG REMHFWLYH DVVXUD
DW DVVHVVLQJ WKH DGHTXDF\ RI LQWHUQDO FRQWURO ULVN PDQDJHF
ULVN EDVHG DSSURDFK 7KLUG OLQH FRQWUROV DQG DFWLYLWLHV IDO
FDUULHV RXW FKHFNV RQ WKH VWUXFWXUH DQG HIIHFWLYHQHVV RI WKI

7KH %RDUG RI 'LUHFWRUV GHVLJQV LPSOHPHQWY DQG PDLQWDLQV
H[HFXWLQJ VXFK UHVSRQVLELOLWLHV LW LV DVVLVWHG E\ WKH $XGLW &F
'LUHFWRUV DFWLQJ XQGHU WKH DXWKRULW\ GHOHJDWHG E\ WKH %RDUG
PDQDJHPHQW V\WWHPV DQG VXSSRUWLQJ LQ DVVHVVLQJ WKH RSHUDWLQJ F
VIVWHPV WKURXJK DOO WKH DFWLYLWLHVY FRQWUROV DQG LQIRUPDWLYH IO

7KH )HUUDUL /HDGHUVKLS 7HDP LV UHVSRQVLEOH IRU WKH GHSOR\PH
DFURVV RXU EXVLQHVV IXQFWLRQV 7KH )/7 UHYLHZV WKH ULVN PDQDJHPHC
UHJXODU EDVLVY )RU ULVNV GHHPHG WR EH VLJQLILFDQW FRPSUHKHQVLYH
EDVLV WR HQVXUH WKH DFWLRQV DUH UHOHYDQW DQG VXIILFLHQW 2XU UL
&RPPLWWHH RQ D UHJXODU EDVLV



ORUHRYHU WKH &RPSDQ\ KDV DGRSWHG D VSHFLILF ,QWHUQDO &RQWU
WKH $XGLW &RPPLWWHH LQ 0D\ ZLWK WKH DLP WR SURYLGH IRU D F
JRYHUQDQFH PRQLWRULQJ DQG UHSRUWLQJ RI WKH PDLQ ULVNV DQG LQWH
UHVSRQVLEOH IRU ULVN PDQDJHPHQW DQG FRQWURDO

$V QRWHG DERYH WKH 6\WWHP LQYROYHV D SOXUDOLW\ RI GHSDUWP
SURGXFWLYH LOWHUDFWLRQV EHWZHHQ VXFK XQLWY DQG SHRSOH ,W LV \
FROODERUDWLRQ EHWZHHQ WKH YDULRXVY GHSDUWPHQWY DQG SHRSOH LQY!
ZHOO DV XQDPELJXRXV DQG FRQVLVWHQW UHSRUWLQJ RI WKH ULVNV WR Z
UHOHYDQW FRUSRUDWH ERGLHV :LWK WKLV JRDO LQ PLQG LQ 'HFHPEHU
GHSDUWPHQW WDVNHG ZLWK FRRUGLQDWLQJ WKH VIA\VWHP DV D ZKROH WK
UHSRUWYV GLUHFWO\ WR WKH &(2 DQG ZRUNV WR HQVXUH LQ DQ LQWHJUL
WUDQVSDUHQF\ LQ WKH LQWHUHVWY RI VKDUHKROGHUY DQG DOO VWDNHKR

7TKH ,QWHUQDO $XGLW 5LVN DQG &RPSOLDQFH GHSDUWPHQW UHSRUYV
2Il1LFHU ZKR LQ WXUQ UHSRUWYV WR WKH &(2 DQG FRPSULVHV WKH IROORZL

¥ (QWHUSULVH 5LVN WRRDSIXWPHFHRMH RI ZKLFK LV WR FUHDWH DQ RUJDQL]
PDQDJLQJ DQG PRQLWRULQJ PDMRU ULVNV WKDW FRXOG FRPSURPLVI
ILQDQFLDO REMHFWLYHV

¥ &RPSOLDWKH SXUSRVH RI ZKLFK LV WR HQVXUH WKDW WKH DFWLRQV V
DSSOLFDEOH UXOHV RI HWKLFV ODZV DQG UHJXODWLRQV DV ZHOO D
FRQILGHQFH RI VWDNHKROGHUYV LQ WKH IDLUQHVYVY RI RXU PDQDJHPHQW

F QWHUQDOWKHGEWUSRVH RI ZKLFK LV WR SURYLGH DQ LQGHSHQGHQW D
,QWHUQDO &RQWURO DQG 5LVN ODQDJHPHQW 6\VWHP DV ZHOO DV RI W
7KLV LV DFKLHYHG WKURXJK WKH H[HFXWLRQ RI DPRQJ RWKHUV RSHU
ZHOO DV FRQVXOWLQJ DFWLYLWLHYVY GHVLIQHG WR HQKDQFH DQG SURW
VXSSRUW WR LQWHUQDO VWDNHKROGHUV LQ WKH LPSOHPHQWDWLRQ
FRQWLQXHV WR UHSRUW WR WKH $XGLW &RPPLWWHH RI WKH %YRDUG RI

'LWKLQ WKH DUHD RI UHVSRQVLELOLW\ RI WKH &KLHI )LQDQFLDO 2IILFF
FRQWURO

¥ 6R[ & RPSOMDKH I XUSRVH RI ZKLFK LV RYHUVHHLQJ WKH LQWHUQDO FRC
HQVXULQJ FRPSOLDQFH HYHU\ \HDU ZLWK WKH 6DUEDQHYV 2[OH\ $FW R

¥ 6XVWDLQDEHLWWISXWSRVH RI ZKLFK LV WR LQWHUSUHW H[WHUQDO FKDQ
WKHP LQWR RXU VWUDWHJ\ DQG SURFHVVHV HIIHFWLYHO\ WDNLQJ LQ
VWDNHKROGHUYV

ORUHRYHU WKHUH DUH RWKHU GHSDUWPHQWYV ZLWKLQ WKH *URXS H J
QRQ H[FOXVLYH EDVLV VHFRQG OLQH FRQWUROV DQG PRQLWRULQJ DFWLYL
DERYH PHQWLRQHG IXQFWLRQV WKURXJK GHGLFDWHG LQIRUPDWLRQ IORZV

JHUUDUL KDV DOVRVWNWDED ERHAGZR Q¥ K RMKFHL WMWPHRT VXSHUYLVLQJ WKH
DQ LQWHJUDWHG DSSURDFK WR ULVNV DQG FRQWUROV E\ WKH IXQFWLRQ LQ

7TKH ,QWHUQDO &RQWURO &RPPLWWHH PHHWY DW OHDVW RQ D TXDUW
*HQHUDO &RXQVHO WKH &KLHI 'LIJLWDO 7UDQVIRUPDWLRQ 2IILFHU WKH &Kl
+XPDQ 5HVRXUFHV 2IILFHU WKH &KLHI $FFRXQWLQJ 2IILFHU DQG UHSUHYV
S5HODWLRQV DQG 6XVWDLQDELOLW\ *URXS 62; ,QWHUQDO $XGLW (QWHUSUI
&\VEHUVHFXULW\

&RPSDQLHV LQ WKH *URXS LQ DFFRUGDQFH ZLWK WKH DSSOLFDEOH LQ
VXFK DV %RDUG RI 6WDWXWRU\ $XGLWRUVY DQG RU RWKHU 6XSHUYLVRU\ %R



WKH FRPSOLDQFH ZLWK WKH SULQFLSOHVY RI FRUUHFW EXVLQHVYVY PDQDJHP!
DQG ULVN PDQDJHPHQW V\VWHP DV ZHOO DV RI WKH RUJDQL]DWLRQDO DGP

yHuubuULpvV (QWHUSULVH 5LVN ODQDJHPHQW SURFHVYV
7KH )HUUDUL (50 VI\VWHP LV EDVHG RQ WKH DERYH PHQWLRQHG &262 (5
7KH )HUUDUL (QWHUSULVH 5LVN ODQDJHPHQW V\VWHP LV RULHQWHG E\

5LVN *RYHUQDWQW¥FUXFWXUH WKURXJK ZKLFK RXU RUJDQL]DWLRQ GLUHF
DFWLYLWLHYV 7KH 5LVN *RYHUQDQFH VWUXFWXUH HQFRPSDVVHV FOHD
SRZHUV ULVN RSHUDWLQJ PRGHO DQG UHSRUWLQJ OLQHV

5LVN &XOWKMHHYDOXHY DQG WKH DWWLWXGH FRQVLVWHQW ZLWK RXU
XQGHUVWRRG DW DOO OHYHOV RI WKH RUJDQL]DWLRQ ZLWK WKH DLP
FRPPRQ ULVN ODQJXDJH DQG WKH VKDULQJ RI LQIRUPDWLRQ DQG H[SH!

5LVN 6WUDWHJ\ REBSHWINVPHDQDIHPHQW SULQFLSOHY DUH LQWHQGHG \
sobQ JRDOV DQG VWUDWHILF REMHFWLYHV 2XU ULVN DSSHWLWH L\
SURWRFROV WR EH DFWLYDWHG LQ FDVH RI D EUHDFK WR HQVXUH ULV

5LVN $VVHVVPHQW tHDWXBEAHPHQME DFWLYLWLHY WKDW DOORZ )HUUDU
ULVNV RQ D UHJXODU EDVLV 7KLV DFWLYLW\ DOORZV )HUUDUL WR FR
DFKLHYHPHQW RI WKH &RPSDQ\pV REMHFWLYHV 5LVNV DUH DVVHVVHG
FULWHULD

5LVN ODQDJHPHQW PRQDWRRPHQWPY UHVSRQVH WR PDQDJH PLWLJDWI
PDQDIJHPHQW HIIRUWYV FUHDWH YDOXH WKURXJK LQIRUPDWLRQ RQ UL
6\VWHPDWLFDOO\ PRQLWRULQJ WKH LGHQWLILHG ULVNV DQG PDQDJH
WLPHO\ DQG SURDFWLYH UHVSRQVH ZKHUH ZDUUDQWHG .H\ 5LVN ,Q
FRQVLVWHQF\ ZLWK WKH LGHQWLILHG ULVNV DQG WKHLU WUHQGV DUF
.5,v bUH PRQLWRUHG HDFK WULPHVWHU VHPHVWHU RU \HDU ZKHUH
HOHPHQWY VXFK DV EHLQJ FRQQHFWHG WR FRPSDQ\ WRS ULVNV IUHT?

5LVN 5HSRUWERUWLQJ RI ULVN DQG UHODWHG LQIRUPDWLRQ H J PLW
WKH VWUHQJIJWKY DQG ZHDNQHVVHV RI WKH ULVN PDQDJHPHQW SURFH
LQWHUQDO DQG HIWHUQDO VWDNHKROGHUYVY VXSSRUWV WKH GHFLVLRQ

5LVN 6WUDWHJI\ $SSHWLWH

7KH ULVN DSSHWLWH RI )HUUDUL L H WKH OHYHO RI ULVN WKDW )HU!
WR RXU VWUDWHI\ &RGH RI &RQGXFW FRUSRUDWH YDOXHY DQG SROLFLHV
FDOOHG 25LVN $SSHWLWH )UDPHZRUN?3

7KH 5LVN $SSHWLWH )UDPHZRUN LV LQWHJUDWHG LQ DOO FRUSRUDWH
SURYLGHVY H[SOLFLW ERXQGDULHV WR ULVN OHYHOV ZLWKLQ ZKLFK WKH PD(
ULVN YDOXHV PHWULFV DQG OLPLWYV

7KH ULVNV GLYLGHG LQWR VSHFLILF FDWHJRULHY DV VHW RXW LQ Wtk
GLIITHUHQW zZzD\V DQG WKHLU RUGHU RI DSSHDUDQFH GRHVY QRW UHIOHFW D



5LVN FDWHJRU\5LVN GHVFULSWYRQDOO DSSHWLWHLVN DSSHWLWH VWDWHPHQW

JHUUDUL LV ZLOOLQJ WR DFFHSW PRGH
DFKLHYH LWV VWUDWHJLF REMHFWLYHYV
RI FRQWLQXLQJ WR LQYHVW LQ UHVHDL
5LVNV ZKLFK DIIHFW RU DUH GHVLJQ DQG EXLOG WHFKQLFDOO\ LQC
FUHDWHG E\ )HUUDULpV EXVLIQAFRQLF DQG KLJKO\ SHUIRUPLQJ FDUV D
6WUDWHJILF WIWWIYWBJ\ DQG FRX MR ®HIFWIE ULYLQJ WKULOOV?® DQG IHDWXUH GHYV
JHUUDULuV ORQJ WHUP SRVLWLREVQDUH WDNHQ LQ D UHVSRQVLEOI
DQG SHUIRUPDQFH VWDNHKROGHUVH LQWHUHVWY LQ RUGHU
H[FOXVLYLW\ D KLJK OHYHO RI GHPDQG
H[SHULHQFH DQG WKH FXUUHQW WHFKQ

WUHQGYV

JHUUDUL VHHNV WR PLQLPL]H RSHUDWLR

S5LVNV ZKLFK LPSDFW WKH SODQV E\ LPSOHPHQWLQJ D PDQXIDFWXU

LQWHUQDO SURFHVVHV SHRSOH[LEO\ PHHWLQJ H[SHFWHG WDUJHWYV
VHVWH%V?QG RU Hﬂgﬁ?@@ RGXFWV DQG VHUYLFHV LQ OLQH ZL\
2SHUDWLRQDqJ %%& FAV RI WKH L BEREWDWLRQV GHYHORSLQJ DQG UHWI
DQG DIIHFW )HUUDULuV DELORWIDMR ]DWLRQ VHFXULQJ EXVLQHVV F

LPSOHPHQW LWV EXVLQHVV S®WDRGXFWLRQ OLQH SHUIRUPDQFHV DQG
RI RXU EXVLQHVV SDUWQHUYV

5LVNV ZKLFK LQFOXGH DUHDWHUUDUL KDV D FDXWLRXV DSSURDFK ZL

JLODQFLDO Ug?,?& V YDOXDWLRQ IE{%UUH(QJE\VNV JHUUDUL FRQWLQXRXVO\ VHHNV V
L&LW\ FRPPRGLWRDQG LWV ILQDQFLDO SRVLWLRQ LQ RUGHU WF

LPSDLUPHQW ULVNYV WR ILQDQFH LWV RSHUDWLRQV DQG UHZE

5LVNV Rl QRQ FRPSOLDQFH Z
ODZV UHJXODWLRQV ORFDO
VWDQGDUGV FRGH RI FRQGX

&RPSOLDQFH URWHU@DO SROLFLHVURQWR O
SURFHGXUHV VWDQGDUGV U
WR ILQDQFLDO DQG VXVWDLQ]
UHSRUWLQJ

B'I-V|VUKUDUL GRHV QRW WROHUDWH LQIULQ.

O DSSOLFDEOH ODZV DQG UHJIXOCL

E |_Fl HQWDWLRQ RI SUHYHQWLYH PHD

PHQW RI LWV LQWHUQDO &RGH |

\<VKLFV DQG LQWHJULW\ DUH UHV.
XHV

S5LVNV ZKLFK DIIHFW )HUUDUL)'—UJUDUL MGG S DQG H

S5HSXWDWLRQDEWDQWBNIVP BJ H FUH@IHEROWWDg%g—' \vauLVQJUIagSWVSSVHLRSQRWESWC;_ILDEOLOV\I/_TA
LOQWHJULW\

LOQOWHJULW\ ZKLOH FRQVWDQWO\ LQFUHELC

+HDOWK 6DI ) DUL GRHV QRW WROHUDWH ULVNV W
(QVLURQP AW N P B O M E W DAk e iV kU FoLAQwY DV ZHOO DV
+ YLURQPHQW

, QWHJUDWHG 5LVN $VVHVVPHQW

7KH LQWHJUDWHG ULVN DVVHVVPHQW ZKLFK LV FDUULHG RXW DQQXDC
DVVHVVLQJ DQG SULRULWL]LQJ PDLQ FRUSRUDWH ULVNYV

'LITHUHQW GHSDUWPHQWV RI WKH 6\VWHP DUH LQYROYHG LQ WKH SUF
HI[SRVXUH DQG WR SUHYHQW RYHUODSYV LQ WKH DFWLYLWLHV ZKLFK PXVW E
7TKH LQWHJUDWHG ULVN DVVHVVPHQW FRQVLVWY RI WKH IROORZLQJ DF

¥ ,GHQWLILFDWLRQ DQG GHVFULSWLRQ RI WKH PDLQ ULVNV WKDW FRXO
EXVLQHVY DUHD RUJDQL]DWLRQDO GHSDUWPHQW IXQFWLRQDO DUHD

¥ 3HUIRUPDQFH RI ULVN DVVHVVPHQW DQG DQDO\VLV



¥ DW LQKHUHQW ULVN OHYHO L H ZLWKRXW FRQVLGHULQJ PLWLJDV
¥ DW UHVLGXDO ULVN OHYHO L H WDNLQJ LQWR DFFRXQW DFWLRQ

,Q SHUIRUPLQJ WKH DQDO\WVLV DW LQKHUHQW DQG UHVLGXDO OHYHC
FRQVHTXHQFHY ZKHQ D ULVN PDQLIHVWY LWVHOI DV ZHOO DV WKH SRWHQW

5LVN HYHQWY DUH PHDVXUHG DQG DVVHVVHG DFFRUGLQJ WR WKH IROORZ

f OLNHOLRRR®GHG DV WKH SUREDELOLW\ WKDW DQ HYHQW PD\ RFFXU L
TXDQWLWDWLYH TXDOLWDWLYH RU IUHTXHQF\

¥ LPSDEQWHQGHG DV WKH HIIHFW RQ FRPSDQ\ WDUJHWYV DQG RSHUDWLR
&RPSOLDQFH +HDOWK 6DIHW\ (QYLURQPHQWDO RU 2SHUDWLRQDO DQ

¥ UHDGLQAWWQGHG DV WKH PDWXULW\ DQG HIILFLHQF\ RI WKH H[LVWLQ.
WR WKDW ULVN HYHQW

¥ YHOREBGWIHWLQHG DV WKH WLPH WKDW HODSVHV EHWZHHQ WKH RFFXUUHC
FRPSDQ\ ILUVW IHHOV LWV HIIHFWV

JRU DOO ULVNV WKUHH RI WKH DIRUHPHQWLRQHG YDULDEOHV OLNHO
7KH FRPELQDWLRQ RI WKHVH HOHPHQWY DOORZV XV WR GHWHUPLQH WKH |
HDFK LGHQWLILHG ULVN FDQ EH SRVLWLRQHG LQWR IRXU GLIITHUHQW ULVN I
5HVLGXDO $UHD 7KH ULVNV SRVLWLRQHG LQ WKH 7LHU RU 7LHU DUHDYV
WKH *URXSuV PDWHULDO ULVNV :KLOH YHORFLW\ GRHV QRW FRQWULEXWH
SRVLWLRQLQJ ZLWKLQ WKH KHDW PDS LW LV D UHOHYDQW WR WKH LGHQWL

.H\ 5LVNV

$ QRQ H[KDXVWLYH VXPPDU\ RI ULVNV DQG XQFHUWDLQWLHV IDFHG E\
WKLV $QQXDO 5HSRUW

,Q WKLV VHFWLRQ ZH SUHVHQW DV DQ H[DPSOH RQH ULVN IRU HDFK
PLWLIJDWLRQ DFWLRQV LPSOHPHQWHG E\ WKH &RPSDQ\ WR UHGXFH ULVNV R

7KH OLVW RI ULVNV DQG PLWLIJDWLQJ DFWLRQV SUHVHQWHG EHORZ LV
PLWLJDWLQJ DFWLRQVY DUH GHVFULEHG GRHV QRW UHIOHFW DQ\ RUGHU RI
HIITHFWLYHQHVY OLWLJDWLQJ DFWLRQV DUH DVVHVVHG LQ DFFRUGDQFH WR
BULQFLSDO &KDUDFWHULVWLFV RI WKH ,QWHUQDO &RQWURO 6\VWHP DQG
5HSRUW

5LVN FDWHJRIUXN 5LVN GHVFULSWLRQ OLWLIJDWLQJ $FWLRQV

F+HDY\ LQYHVWPHQWY LQ 5" WR PD
SRVLWLRQ LQ KLJK SHUIRUPDQFH
DQG RXU FRPSHWLWLYH SRVLWLRQ

7KH LQWURGXFWLRQ RI HOHFV@%L% HV o Pk %@%Q/\ZE:E

LV FRVWO\ DQG LWV ORQJ WHU V J EDU
OXUH LQ WKH FKDOOHQJH W

6WUDWH\II7IJ—'_| z%@ E\SFWULF PRGHOV DSSHDOLQJ S Ug W F%/QV'\QISRUJI-\H
6 LQ GLITHUHQWLDWLQJ %g/ R \

SHJXOD DQG LQ GLIIHUHQWLDWLQ 1 % y DLQHG
PRGHOV FRXOG LPSDFW RXU D, VS U N

RI FOLHQWY DQG SURVSHFWYV HYROXWLRQ e el WUHQGV
FRQQHFWLYLW\ H[SHFWDWLRQV D

FXVWRPHU H[SHULHQFHV WR RII
DSSHDOLQJ IXWXUH PRGHOV SRVVI




5LVN FDWHJRIUXN 5LVN GHVFULSWLRQ OLWLJDWLQJ $FWLRQV

19 zazgXDFQﬁLng.;%tgLDw\HLg%ﬁ ”g“Q%P'V@%%;;ﬁHWW
lﬂi P Ef CLIMTHUHQW

PDQXIDFWXUH DOO RI FDU FKD
2XU ODUDQHOOR RU ORGHQD S Fj:t %Xd:é) %\%HHFIE\D/(NDJHWUKLFYN
XQDYDLODEOH SHUPDQHQWO\ R HPV W
2SHUDWLROP®X F HU RI'UHDVRQV LQFOXGL \A?I—'T' DFLOLYV
ULVNV 2LVUXSW WDJH ODERU VWULNHV R LNH IORZ
UPDWLRQ WHFKQRORJ\ EX

LQ ORGHQD
PDMRU GLVDVWHUV VXFK DV HD N v WKH
WL(
H\%V
EHH
va IURP C
UWLFDO FRPS

JHUUDUL RSHUDWHV LQ QXPHU
([FKDQJHDQG LV H[SRVHG WR PDUNHW U
5D WH IOXFWXDWLRQV LQ FXUUHQF\
)OXFW X DVQIMWRHQWHVW UDWHV DQG FRPP
,QWHUHVW KB BIWSRVXUH WR IRUHLJQ HI[F
JLOQDQFLD@KDLYNWPDLQO\ OLQNHG WR RXU FDVK,ID
) &RPPRGIGMQRPLQDWHG LQ FXUUHQFLHW

KXUULFDQHV ZDUV WHUURUL%
GJLQJ L
v B L%%kH &RPS
QW SROL
UDWH

RWKHU HYHQWY RFFXU RXU KH
IZ\PG H[HFXWLR
\%

JRUPXOD DFWLYLWLHV DQG
EH VHULRXVO\ GDPDJHG RU Z
GHOD\ WKH SURGXFWLRQ DQG¢

s HEAl Free

3ULFHV RARGIGHAWHG WR SXUFKDVHV RUP W E FRPP
5LVN DQ&H LOFXU D ODUJH SRUWLRQ Ry

SJWKHU ORSMBBWLQJ H[SHQVHV LQ (XU %% % WKRLFLHY DSS

oA af KHS YRS\ pHow

YHKLFOH IRU WKH ILQDQFLDO VHU)

S5LVNV  PDMRULW\ RI RXU UHYHQXHV L
$+  QFUHDVLQJ NQRZOHGJH DQG DZD

(XUR
UHJXODWLRQV VWDQGDUGV DQG
VSHFLILF WUDLQLQJ DQG RU LQWH
WR WKH UHOHYDQW GHSDUWPHQW\

éggsow UH VXEMHFW WR FRPSUH KHEBHFH LFQSU RRIGIFWDW WIDRY DFWLY I
ZLWEK /D OYLQJ ODZV UHJXODWLRQWBDGLERBHBVHY WIRUBXIKRIXQW SOD
EHJIXOD RUOG :H H[SHFW WKDW CRHUIDI) DG URIQRODMWRIUSURFHVV F
2 RGHV UHPHQWYV DIITHFWLQJ RX{U EXVHDRWVYJIDQEBWRHMILD BRVRRP SOLDC

PSOLDQFH ZLOO FROQWLQXHIMRWODFMWHPBPRRPXQLFDWLRQ EHYV
QLILFDQWO\ LQ VFRSH DQG FRPSOHDIQ¥FHLWHDRHDIF & XPWDH DJIH U\
%\EIH J UHIXODWRU\ UHTXLUWRHEHWVEL FBERXOBYHO

&RPSOLDQWBQGD
ULVNV &QFOXGL

WKRVH DQWO\ DIIHFW RXU SYRBRPWQGFRPMWQRSPBQW SPBQWPHQV

\éVIQ:\)GILQD D\ OLPLW WKH QXPEHU D@RQBGSHW RWPQWBDOUZBWHQWHUQDOC(
VXVWDL HZH VHOO WKHP ZKLAKQ@WW\DDRQYEgUWHDAREDO ZKLVWOH
UHSRUW le-é UUHYHQXH DQG RSHUDWLQUQUHWFEWLYLWLHY LQ RUG

DZDUHQHVV RI SHUVRQDO GDWD PI
$+ , QWHUQDO RUJDQL]DWLRQDO VWL
SULYDF\ DQG DGRSWLRQ RI D SUF
IRFXVHG RQ SULYDF\ PDWWHUYV




5LVN FDWHJRIUXN 5LVN GHVFULSWLRQ OLWLIJDWLQJ $FWLRQV

$t6WUXFWXUHG SURFHVV RI VH
PDQDJHPHQW RI EXVLQHVV SDUWQ
RI OLFHQVLQJ IUDQFKLVLQJ SDUW
7KH SUHVHUYDWLRQ DQG HQK DRRFQW HR®/VRR QVYK K SSIDA XK \R I HQKD Q
WKH JHUUDUL EUDQG LV FUXFLPRPPQX GLAY L HUWHDYHQ SFDBRE®\ W U
GHPDQG IRU RXU FDUV 7KH IRVMUEHSWHRY [HYGF

UHFRJQLWLRQ RI WKH )HU U D2 UHVHQY DW HRRI \RW UBDUNDHIE FY D O X F
5HSXWDW{RQRQ PL'?EJ RUWDQFH DQG GHSHQG RQLOPMMHUQB®WRYQFXERDBGHGLFDWHG
ULVNYV : LJQ WHFKQRORJ\ SHUIRWPPDQFIHLPXDOKMW \UNYGGXDO YDOXH
LPDJH RI RXU FDUV DV ZHOO MR/QWWIR WISEHR D SRIHRRDQHG PDUNH
GHDOHUVKLSY DQG VWRUHV WKIR™XWERQVRR IURXUW GORLG Q\D O X HV
DFWLYLWLHV DQG RXU JHQHU®RFEDAILOPHGLQFOXBQRIHPHODW |
EUDQGMV LPDJH RI H[FOXRRYPLWRULQJ RI VRFLDO PHGLD
SHUFHSWLRQ DGRSWLRQ RI D )HU

3UDFWLFH
$$GRSWLRQ RI D )HUUDUL 6RFLDO 0

$6FHQDULR DQDO\VLV RI SK\VLFDO

‘H DUH VXEMHFW WR FOLPDW ROLHPOIHAHEK DQUNVWLYNVKHRYHULQ

FRQGXFW RXU EXVLQHVV 3K\VBFHDQR® SWRWAXROE MDLP BIWHFWLYH

FKDQJH LQFOXGLQJ QDW XU D:® B3 VIDYIWRIXY GIQEHBW YHYYH QGLUH

+HDOWK 6DIHW\ ZHDWKHU FRXOG UHVXOW LBDOGISBURI W RAL MR XK SBOWHUVH F
DQG &OLPDWHVXSSOLHUV YHQGRUV FXVWRPBGV WY ORI IDVADIUFRVQKXEVWR LP S
(QYLURQPEBRW®IH 7KHVH ULVNV PD\ DOVR H[DFHUEDRUPRWKRQ WIKNM QIREH UHTXL U
ULVN + RI ZKLFK GHVFULEHG LQ WKH 25%IDANE ROF WRARRW/S WMLHORW DR@ RJIIH G X FW L
WKLV $QQXDO 5HSRUW L QFO XG G@R AW DRWL R QP LRIHGF R/ G RXIUJ Q |
FRPSHWLWLYHQHVV SURGXFWWOQBMPWQRBQFRGWRGXNFW GHYHOF

SUHIHUHQFHYV DYDLODELOLW)\ DQE RS BRBN RS RUDEDB\E\D DUILDDD/F W V

$ORQLWRULQJ IOHHW HPLVVLRQV RY

5LVN ODQDJHPHQW ORQLWRULQJ

YJHUUDUL KDV DGRSWHG D VSHFLILF IUDPHZRUN FDOOHG 25LVN 5HVSR(
HDFK UHOHYDQW ULVN LGHQWLILHG WKURXJK WKH \HDUO\ LQWHJUDWHG UL
UHVSRQVLEOH IRU LGHQWLI\LQJ DQG LPSOHPHQWLQJ WKH PLWLJDWLRQ DFW
ODQDJHPHQW

$ VXSSRUWV WKH ILUVW OLQH RI FRQWURO LQ LGHQWLI\LQJ DQG LPSOHP
+ HYDOXDWHV WKH HIIHFWLYHQHVV RI PLWLJDWLRQ DFWLRQV WR UHGXFlI
)RU HDFK PDWHULDO ULVN LGHQWLILHG RQH RI WKH IROORZLQJ ULVN
5HGXPMR UHGXFH WKH UHVLGXDO ULVN H[SRVXUH

$YRL®R DYRLG WKH UHVLGXDO ULVN H[SRVXUH

6KDUWR WUDQVIHU VKDUH WKH UHVLGXDO ULVN H[SRVXUH

$FFHSQR IXUWKHU DFWLRQV SODQ WR EH GHILQHG PRQLWRULQJ RI RSk

(QWHUSULVH 5LVN ODQDJHPHQW PRQLWRUV RQ UHJXODU EDVLV WKH
XSGDWHG RYHUDOO ULVN H[SRVXUH IRU HDFK PDWHULDO ULVN LGHQWLILI
SHULRGLFDOO\ UHSRUWHG WR )HUUDUL /HDGHUVKLS 7HDP

H +H+ +H  +H

5LVN 5HSRUWLQJ

YHUUDUL KDV GHYHORSHG D FOHDU IUDPHZRUN RI LQIRUPDWLRQ IORZV
ZLWK WLPHO\ DQG DSSURSULDWH LQIRUPDWLRQ FRQFHUQLQJ ERWK WKH UH
RXW E\ WKH GLIIHUHQW GHSDUWPHQWY LQYROYHG LQ LQWHUQDO FRQWUR
*RYHUQDQFH DQG &RQWURO %RGLHV HJ $XGLW &RPPLWWHH DQG ,QWH!L
FRUUHFWLYH DFWLRQV ZLWKRXW GHOD\



,Q SDUWLFXODU WKH ULVN PDS GHULYHG IURP WKH ,QWHJUDWHG 5LV
DQG WKHQ SUHVHQWHG WR WKH *URXSpV $XGLW &RPPLWWHH ZLWK IRFX
LPSOHPHQWHG DQ\ PDQDJHPHQW VWUDWHJILHVY WKDW PXVW EH DGRSWHG D

,QWHUQDO &RQWURO RYHU )LQDQFLDO 5HSRUWLQJ

6WDUWLQJ IURP 2FWREHU JHUUDUL 1 9 LV OLVWHG RQ WKH 1<6( Z
RQ WKH (XURQH[W 0LODQ

2XU VKDUHVp OLVWLQJ RQ UHJXODWHG PDUNHWY LQYROYHV EHLQJ FRI
UXOHV ,Q SDUWLFXODU SXEOLFO\ WUDGHG FRPSDQLHV ILOLQJ ILQDQFLDC
6DUEDQHYV 2[OH\ $FW UHTXLUHPHQWY LQ SDUWLFXODU VHFWLRQV D Q
RI LQWHUQDO FRQWUROV DQG &(2 DQG &)2 &HUWLILFDWLRQV Rl 3HULRGL!
LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP LV DOVR UHTXLUH(
ILQDQFLDO UHSRUWLQJ

8QGHU WKH &262 ,QWHUQDO &RQWURO ,QWHJUDWHG )UDPHZRUN DFFR
DV D VHW Rl UXOHV SURFHGXUHY DQG WRROV GHVLIJQHG WR SURYLGH UHD
JHUUDUL KDV GHYHORSHG DQ ,QWHUQDO &RQWURO 6\VWHP RYHU WKH )LQDC
UHOLDELOLW\ RI WKH JURXS ILQDQFLDO UHSRUWLQJ

'LWKLQ WKH DERYHPHQWLRQHG FRQWH[W LGHQWLILFDWLRQ DQG HYD
PDWHULDO HIIHFWV RQ ILQDQFLDO UHSRUWLQJ LV FDUULHG RXW WKURXJK
LGHQWLI\ WKH RUJDQL]DWLRQDO HQWLWLHY SURFHVVHV DQG WKH UHODWH
JHQHUDWH VLJQLILFDQW HUURUV 8QGHU WKH PHWKRGRORJ\ DGRSWHG E\ V
WKH DFFRXQWLQJ DQG EXVLQHVV SURFHVVHV XSRQ ZKLFK DFFRXQWLQJ LQIF

6LIQLILFDQW ULVNV LGHQWLILHG WKURXJK WKH DVVHVVPHQW SURFHV
DGGUHVV WKRVH ULVNV WKHUHE\ PLWLJDWLQJ WKH SRVVLELOLW\ WKDW ILC

,Q DFFRUGDQFH ZLWK LQWHUQDWLRQDO EHVW SUDFWLFHV WKH *URXS

¥ FRQWUROV WKDW RSHUDWH DW *URXS RU VXEVLGLDU\ OHYHO VXFK DV
GXWLHV DQG DVVLJQPHQW RP DW E R @UANANFHENRVOIRIRS

+ FRQWUROV WKDW RSHUDWH DW SURFHVV OHYHO VXFK DV DXWKRUL]DYV
FDWHJRU\ LQFOXGHY FRQWUROV IRU RSHUDWLQJ SURFHVVHV FRQWUR
E\ VSHFLILF VHUYLFH SURYLGHUV 7KHVH FRQWUROV FDQ EH SUHYHQW
UHVXOW LQ PLVVWDWHPHQWY LQ ILQDQFLDO UHSRUWLQJ RU GHWHFWI
RFFXUUHG 7KHVH FRQWUROV PD\ DOVR EH FODVVLILHG DV PDQXDO R
WR WKH WHFKQLFDO FKDUDFMWHE UPWWH\R Q\WZWFHR\RLY XK $\DRWLWR QQR IE X V L Q

$Q DVVHVVPHQW RI WKH GHVLJQ DQG RSHUDWLQJ HIIHFWLYHQHVV RI
SHULRGLFDOO\ GXULQJ WKH \HDU E\ WKH ,QWHUQDO $XGLW ERWK DW *URX
DV EHVW SUDFWLFHVY LQWHUQDWLRQDOO\

7KH DVVHVVPHQW RI WKH FRQWUROV PD\ UHTXLUH WKH GHILQLWLRQ R
LPSURYHPHQW 7KH UHVXOWYVY RI PRQLWRULQJ DUH VXEMHFW WR SHULRGL
ILQDQFLDO UHSRUWLQJ DQG FRPPXQLFDWHG E\ KLP WR VHQLRU PDQDJHPHQ

,Q OLJKW RI DQG DV VHW RXW DERYH RXU LQWHUQDO ULVN PDQDJHPH
PDWHULDO RSHUDWLRQDO DQG FRPSOLDQFH ULVNV IDFHG E\ WKH FRPSDQ\ |
HIITHFWLYHQHVV Rl WKH LQWHUQDO ULVN PDQDJHPHQW DQG FRQWURO V\VV
ULVN SOHDVH UHIHU WR WKH VHFWLRQ 20DQDJHPHQWMYV 5HSRUW 2Q ,QWHU
LQKHUHQW OLPLWDWLRQV RI LQWHUQDO ULVN PDQDJHPHQW DQG FRQWURO
RSHUDWLRQ RI WKHVH V\VWHPV FDQQRW SURYLGH DEVROXWH FHUWDLQW\
WLPHV 7KLV VWDWHPHQW LV VROHO\ PDGH IRU WKH SXUSRVHV RI FRPSOL



*RYHUQDQFH &RGH DQG GRHV QRW FRQVWLWXWH DQ DWWHVWDWLRQ XQGHU
FROQWURO VWDWHPHQW RU DWWHVWDWLRQ



SHPXQHUDWLRQ RI '"LUHFWRUYV

,QWURGXFWLRQ

7KH GHVFULSWLRQ EHORZ VXPPDUL]HV WKH JXLGHOLQHV DQG WKH SL
LPSOHPHQW WKH UHPXQHUDWLRQ SROLF\ DSSOLFDEOH WR WKH H[HFXWLYH
ZHOO DV PHPEHUV RI WKH )HUUDUL /HDGHUVKLS 7HDP )/7 ,Q DGGLWLRQ
LQGLYLGXDOV IRU WKH \HDU HQGHG 'HFHPEHU 7KH IRUP DQG DPRX
JHUUDUL IRU WKH \HDU HQGHG '"HFHPEHU ZDV GHWHUPLQHG LQ DFFRU!

7KH &RPSHQVDWLRQ &RPPLWWHH RYHUVHHV WKH UHPXQHUDWLRQ SRO
UHFRPPHQGYV FKDQJHV ZKHQ DSSURSULDWH 7KH &RPPLWWHH LV VROHO\ FR
SXUVXDQW WR WKH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH 7KURXJK WKLV (
KLJK OHYHO RI WUDQVSDUHQF\ DQG GLVFORVXUH LQ RUGHU WR VWUHQJW
SURYLGH WKHP ZLWK WKH LQIRUPDWLRQ WKH\ QHHG WR DVVHVV WKH &RPES
ULJKWV LQ DQ LQIRUPHG PDQQHU 7KH &RPSDQ\ PD\ IURP WLPH WR WLPF
VKDUHKROGHUVYy DSSURYDO ZKHQ QHFHVVDU\ 7KLV &RPSHQVDWLRQ 5HSRUYV

¥ 5SHPXQHUDWLRQ VWUDWHJ\ RXU FXUUHQW UHPXQHUDWLRQ SROLF\ Z]
FRPSHQVDWLRQ IRU ERWK H[HFXWLYH DQG QRQ H[HFXWLYH 'LUHFWRL
IHDWXUHV WKURXJK WKH SRVLWLYH YRWH H[SUHVVHG E\ VKDUHKROGH!
WKH 2 $*03

2XU FXUUHQW UHPXQHUDWLRQ VWUDWHJI\ IXUWKHU VWUHQJIJWKHQV Wi
VXVWDLQDELOLW\ RI RXU EXVLQHVVY DGRSWLQJ FHUWDLQ XSGDWHV WR |
*RYHUQDQFH &RGH

¥ PSOHPHQWDWLRQ RI UHPXQHUDWLRQ VWUDWHJ\ GHWDLOV KRZ UHPX
ILQDQFLDO \HDU DQG DFWXDO UHPXQHUDWLRQ UHFHLYHG E\ HDFK H

5HPXQHUDWLRQ 6WUDWHJ\ IRU WKH JLQDQFLDO <HDU

2XU UHPXQHUDWLRQ SROLF\ LV DOLJQHG ZLWK 'XWFK ODZ DQG WKH "X
'XWFK &4RUSRUDWH *RYHUQDQFH &RGH UHTXLUHY OLVWHG FRPSDQLHV WR G
%RDUG DQG H[HFXWLYH 'LUHFWRUV 7KURXJK WKLV UHPXQHUDWLRQ VWUDW
*RYHUQDQFH &RGH HQVXULQJ IXOO WUDQVSDUHQF\ ZLWK RXU VKDUHKROGH!

SHPXQHUDWLRQ SULQFLSOHYV

7KH PDLQ JRDO RI )HUUDULpV UHPXQHUDWLRQ VWUDWHJI\ LV WR GHYH
VWUDWHJI\ DQG YDOXH FUHDWLRQ IRU DOO VKDUHKROGHUYV HVWDEOLVKLQJ
PRVW KLJKO\ TXDOLILHG H[HFXWLYH WDOHQWY DQG PRWLYDWH VXFK H[HFX)
WHUP YDOXH IRU VKDUHKROGHUV LQ D PDQQHU FRQVLVWHQW ZLWK RXU FR
VRFLDO FRQWH[W DURXQG WKH &RPSDQ\

,Q GHILQLQJ WKH UHPXQHUDWLRQ VWUDWHJ\ WKH &RPSHQVDWLRQ &RF
FKDUDFWHUL]H )HUUDULpV UHPXQHUDWLRQ SROLF\ VXFK DV

WKH LGHQWLW\ PLVVLRQ DQG YDOXHV RI WKH &RPSDQ\ WR DWWUDFW
WKH VRXO RI WKH &RPSDQ\ 7KHLU SDVVLRQ FRXUDJH FUHDWLYLW\ D
IXHO LWV OHJHQG WR HYHU JUHDWHU KHLJKWV %HLQJ )HUUDUL PHDC
SHRSOH DUH WKH PRVW YDOXDEOH UHVRXUFH 7RIJHWKHU ZLWK DOO F
YDOXHV WKDW DUH WKH YHU\ HVVHQFH RI EHLQJ SDUW Rl )HUUDUL DQ((
FKDOOHQJHYV

WKH SURYLVLRQ RI VWDWXWRU\ UHTXLUHPHQWYV ZLWK VSHFLILF IRFX
DQG WKH LPSOHPHQWDWLRQ WKHUHRI LQWR '"XWFK ODZ



LOWHUQDWLRQDO FRPSHWLWLYH UHPXQHUDWLRQ PDUNHW WUHQGV EC
WR DWWUDFW DQG UHWDLQ HPSOR\HHV LQ WRGD\pV FRPSHWLWLYH ODE
)/ 7 IL[HG UHPXQHUDWLRQ VKRUW WHUP LQFHQWLYH RSSRUWXQLWLH)\
EDVHG RQ WKH SRVLWLRQ DQG UHVSRQVLELOLWLHY DVVLIQHG WR HDF
PDUNHW IRU SRVLWLRQV ZLWK VLPLODU OHYHOV RI UHVSRQVLELOL\
FRPSDQLHV LQ RUGHU WR PDLQWDLQ KLJK OHYHOV RI FRPSHWLWLYHQ

FRUSRUDWH JRYHUQDQFH DQG H[HFXWLYH UHPXQHUDWLRQ EHVW SUDI
GHYHORSLQJ D UHPXQHUDWLRQ SROLF\ FRPSOLDQW ZLWK WKH "XWFK &
VKDUHKROGHUV :H DQDO\H DQ\ JDSV LQ HDFK RI RXU UHPXQHUDWLR
DOLJQPHQW ZLWK WKH PDLQ JXLGHOLQHV RI RXU VWDNHKROGHUYV

WKH VRFLHWDO FRQWH[W DURXQG DQG VRFLDO VXSSRUW LQ UHVSHFW
VXVWDLQDELOLW\ DPRQJ RXU HPSOR\HHV :H DLP WR SURYLGH D KHE
VWDNHKROGHUV E\ LPSOHPHQWLQJ D KLJK OHYHO RI VDIHW\ VWDQGD
HQYLURQPHQW LQ RUGHU WR JXDUDQWHH DQ RSWLPDO ZRUNLQJ HQY!
2XU UHVXOWV LQ WKLV ILHOG UHIOHFW RQFH DJDLQ RXU VWUDWHJILF
SHUVRQDO VDIHW\

WKH YLHZV RI WKH %RDUG RI 'LUHFWRUV PHPEHUV RI WKH )/7 RWKHU
WKH KHDOWK DQG VDIHW\ RI WKH &RPSDQ\pvV HPSOR\HHV HVVHQWLDO
&RPSDQV ,Q WKLV UHVSHFW DQG LQ OLQH ZLWK WKH 'XWFK &RUSRUL
LPSRUWDQW LQSXW IRU GHWHUPLQLQJ WKH UHPXQHUDWLRQ IRU WKH %

WKH FHQWUDOLW\ IRU )HUUDUL Rl YDOXH FUHDWLRQ DQG WKH LQWHUH
WKURXJK WKH XVH RI TRWDO 6KDUHKROGHU 5HWXUQ 765 DV D SHUIRI
SObQV 7KH &RPSHQVDWLRQ &RPPLWWHH EHOLHYHV WKDW WKH XVH F
PHDVXUHV RI ORQJ WHUP SHUIRUPDQFH IRU )HUUDUL 7KH VWUXFWXUH
IDFWRU DQG KHOSV WR SURPRWH D VWURQJ FRUUHODWLRQ EHWZHHQ S

7KH PDLQ SULQFLSOHV RI )HUUDULpVY UHPXQHUDWLRQ SROLF\ DUH RXW

2YHUYLHZ RI UHPXQHUDWLRQ HOHPHQWYV

$V DQWLFLSDWHG DERYH )HUUDULpV FXUUHQW UHPXQHUDWLRQ SROLI
ZLOO EH UHVXEPLWWHG WR D YRWH E\ WKH &RPSDQ\pV *HQHUDO OHHWLQJ L
DSSOLFDEOH WR RXU H[HFXWLYH 'LUHFWRUV QRQ H[HFXWLYH 'LUHFWRUYV
SROLF\ KDV QRW FKDQJHG LQ DQG FRQVLVWY RI WKH IROORZLQJ HOHPHC



¥ J)L[HG 5HPXQHURPWHBQWR WKH WKLUG SLOOD KRR SHWU DANNMIQ MMEX R HEM B
RI DWWUDFWLQJ UHWDLQLQJ DQG PRWLYDWLQJ RXU TXDOLILHG H[HFX\
EHQFKPDUN FRPSDUDEOH VDODULHV SDLG WR H[HFXWLYHV ZLWK VLPLO

+ 6KRUW 7HUP ,QFHQWQNHE® VBR, WKH ILUVW DQG VHFRQG SLOMDIQWPHRQWH
ZLWK )HUUDUL}DQ @DAUDRVWH B\H U IR DRIQ MH*HG WR VSHFLILF ILQDQFLDO
FKDOOHQJLQJ OHYHOV VKRUW WHUP LQFHQWLYHV DUH DQYBLILGXBG
3HUIRUPDQFHLD RWRWU WR PRWLYDWH LWV EHQHILFLDULHV WR DFKLH

DFKLHYHPHQWY VXFFHVV DQG GHYHORSPHQWYV ZHUH GULYHQ E\ R
VWUDWHJI\ DQG YDOXHV WKURXJK LQFHQWLYHV WKDW UHZDUG WKH DF

+ /RQJ 7HUP ,QFHQWLYQHWHG WR WKH ILUVW DQG IRXUWK S$0DIQPHRMW) UV
JHUUDULuUV POQBREBWHHYUP 6KDUHKROGH Z LOUDIO XK & IDHIPWWLR @OLJQ WKH EF
FULWLFDO WR WKH EXVLQHVV ZLWK VKDUHKROGHUVH LQWHUHVWYV PR
DQG HQKDQFH UHWHQWLRQ RI NH\ UHVRXUFHYV

¥ 1RQ ORQHWDU\Z¥XHRKIDWNW UHODWHG WR WKH RYHUDOO UHPXQHUDWLR
UHPXQHUDW IER® SHRWILW\L YYHQHV V3

JHUUDULpV UHPXQHUDWLRQ SROLF\ SURYLGHV WKDW D VXEVWDQWLDO
PHPEHUV RI WKH )/7 VKRXOG EH 2DW ULVN® PHDQLQJ WKDW HDFK ZLOO UHF
RQO\ WR WKH H[WHQW )HUUDUL DQG WKH H[HFXWLYH DFFRPSOLVK VKRUYV
&RPPLWWHH

6WDNHKROGHU HQJDJHPHQW

7KH &RPSHQVDWLRQ &RPPLWWHH UHJXODUO\ UHYLHZV WKH 'LUHFWRL
JRYHUQDQFH SUDFWLFHVY DGRSWHG E\ LQVWLWXWLRQDO VKDUHKROGHUV D(
FRQVLGHULQJ WKH YLHZ RI WKH VWDNHKROGHUVY RQ WKH UHPXQHUDWLRQ S|

,Q WKLV UHVSHFW DW WKH $*0 VKDUHKROGHUY DSSURYHG WKH UHF
5HPXQHUDWLRQ 5HSRUW3 DQG WKH YRWLQJ UHVXOWY DUH UHIOHFWHG LQ W

5HVROXWLRPRWHYV )RU 9RWHV $IJDLQVW 9RWHV 7TRWIEYWD

F
HPXQHUDWLRQ
HSRUW
GLVFXVVLRQ DQG
DGYLVRU\ YRWH

&RQVLGHULQJ WKH SUHYLRXV YRWH RI WKH $QQXDO *HQHUDO OHHYV
VKDUHKROGHUVYy IHHGEDFN WR WKH JHUUDUL 5HPXQHUDWLRQ 5HSRUW
UHPXQHUDWLRQ UHSRUW IRU WKH \HDU ‘H EHOLHYH WKDW WKRVH FRQ
LPSURYHPHQWY LQ RXU UHPXQHUDWLRQ UHSRUW

7TKURXJK WKLV UHPXQHUDWLRQ UHSRUW ZH FROQWLQXH WR SXUVXH RXL
FOHDU DQG FRPSUHKHQVLYH GLVFORVXUH RI WKH GHFLVLRQV UHODWLQJ
'LUHFWRUV DQG PHPEHUV RI WKH )/7

7KH UHPXQHUDWLRQ UHSRUW IRU WKH \HDU LV VXEMHFW WR D FF
6KDUHKROGHUYVY VFKHGXOHG IRU $SULO
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&RPSRQHQW 3XUSRVH

UHPXQHUDWLRQ RI HIHFXWLYH 'LUHFWRUV DQG )/7 PHPEHUV

7KH %RDUG Rl 'LUHFWRUYV GHWHUPLQHVY WKH FRPSHQVDWLRQ IRU RXU
WKH &RPSHQVDWLRQ &RPPLWWHH DQG ZLWK UHIHUHQFH WR WKH UHPXQHI
'LUHFWRUV DQG )/7 PHPEHUV LQFOXGHV D IL[HG FRPSRQHQW DQG D YDL
SHUIRUPDQFH

%HQFKPDUNLQJ IRU HIHFXWLYH 'LUHFWRUV UHPXQHUDWLRQ

‘H EHOLHYH WKDW WKLV FRPSHQVDWLRQ VWUXFWXUH SURPRWHYV WKH
GHVLIQHG WR HQFRXUDJH WKH H[HFXWLYH 'LUHFWRUV DQG )/7 PHPEHUV W
OHYHO DQG VWUXFWXUH RI WKH FRPSHQVDWLRQ RI WKH H[HFXWLYH 'LUHFW
RWKHU WKLQJV )HUUDULpV ILQDQFLDO DQG RSHUDWLRQDO UHVXOWYV DQC
'LUHFWRUVHM YLHZ FRQFHUQLQJ WKH OHYHO DQG VWUXFWXUH RI WKHLU
&RPSHQVDWLRQ &4RPPLWWHH WR EH ERWK DFKLHYDEOH DQG VWUHWFKLQJ
ODQGVFDSH 7KH SHUIRUPDQFH PHDVXUHV WKDW DUH XVHG IRU YDULDEOH
ORQJ WHUP LQWHUHVWY DQG VXVWDLQDELOLW\

JRU WKH DERYHPHQWLRQHG UHDVRQV WKH FRPSHQVDWLRQ SDFNDJHV
WKH YDULDEOH FRPSRQHQWY LQ RUGHU WR UHLQIRUFH WKH SHUIRUPDQFH
VKRUW WHUP LQFHQWLYH FRPSRQHQW ZLWK WKH ILUVW DRGLYQFRQW 3LV
JHUUDULpV BY&BDWHRY 3HUIRDEROGQFBY SHU WKH ORQJ WHUP LQFHQWLYH FR
ZHLIJKW DV VKRZQ LQ WKH ILIXUHV EHORZ ZLWK WKH ILUWWOLQ@QPIHRXW WK V
JHUUDULpV BRG@RQYHIHUP 6KDUHKROGHUZAWBEXWKHUMDWLRQWH DLP WR DOLJ
VKDUHKROGHUVY LOWHUHVWY DQG YDOXH FUHDWLRQ LQ WKH PHGLXP WR C
REMHFWLYHV DQG WR HQKDQFH UHWHQWLRQ RI NH\ UHVRXUFHV

7KLYV FRPSHQVDWLRQ VWUXFWXUH LQVSLUHG E\ )HUUDULpV UHPXQHUD
WKH )HUUDUL ZRUNIRUFH DW HYHU\ OHYHO LQ RUGHU WR SURPRWH DQG
&RPSDQ\pYV VWUDWHI\ DQG YDOXHY DQG FRQWULEXWH WR SD\ IRU SHUIRUPD

7KH VWUXFWXUH RI WKH FRPSHQVDWLRQ SDFNDJH EDVH VDODU\ DQC
FRPSRQHQWY VSHFLILFDOO\ SURYLGHG IRU WKH &(2 DQG WKH ([HFXWLYH
SLOODUV RI WKH )HUUDULpupV UHPXQHUDWLRQ SROLF\ DSSOLHG WR WKH HQYV
5HIHUHQFH 3DQHOV DV EHWWHU H[SODLQHG EHORZ

,Q WKLV UHJDUG ZH HVWDEOLVK WDUJHW FRPSHQVDWLRQ OHYHOV XVL
OHYHOV DQG WUHQGY LQ WKH PDUNHW :H DOVR SHULRGLFDOO\ EHQFKP
FRPSDQLHV

,Q JHUUDUL FRQGXFWHG WKH SHULRGLF UHYLHZ RI WKH 5HIHUHQI
DOLJQPHQW RI WKH FRPSHQVDWLRQV DZDUGHG WR WKH &(2 DQG ([HFXWLY!
DGRSWHG FRPSHQVDWLRQ SROLFLHV ZLWK WKH SHIHUHQFH 3DQHO



$V IRU WKH &(2 )HU\DDUKRHKEHIQMQFHHEDRAEO FRPSRVHG RI FRPSDQLHV

,Q FROQWLQXLW\ ZLWK SUHYLRXV \HDUV )HUUDUL EHQFKPDUNHG LWV &
GHHPHG FRPSDUDEOH ZLWK )HUUDUL LQ OLJKW RI VRPH RU DOO RI WKH IRO(
UHVSHFWLYH VHFWRUV E RSHUDWLQJ LQ WKH VDPH EXVLQHVV DV )HUUDU
PDUNHW FDSLWDOL]DWLRQ UHYHQXHV DQG QXPEHU RI HPSOR\HHV ZLWK )HL

&RPSDUHG WR WKH &(2pV 5HIHUHQFH 3DQHO ZDV XSGDWHG E\ DGG
FULWHULD RXWOLQHG DERYH IRFXVLQJ WKH SDQHO PRUH RQ FRPSDQLHV
SRVLWLRQLQJ

7KH FRPSDQLHYV LQ WKH 5HIHUHQFH 3DQHO XVHG E\ )HUUDUL IRU WKH &

&KLHI ([HEXWLYH 2IILFHU 5HIHUHQFH 3DQHO

$VWRQ ODUWLQ /DJRQGD %D\HULVFKH ORWRUHQ :HUNH
%UHPER %UXQHOOR &XFLQHOOL
% XUEHUU\ &RPSDJQLH J)LQDQFLHUH 5LFKHPRQ\

(UPHQHJLOGR =HJQD (VWLORU/X[RWWLFD

+DUOH\ 'DYLGVRQ +HUPHV ,QWHUQDWLRQDO
LHULQUJ 190+

OHUFHGHV %HQ] *URXS ORQFOHU
3LUHOOL 3RUVFKH

7TKH ([HFXWLYH &KDLUPDQMYVY 5HIHUHQFH 3DQHO FRPSULVHV WKH FRPSI
FKDLUPDQ ZLWK SRZHUV DQG GHOHJDWLRQV FRPSDUDEOH WR WKH SRZHUV
FRPSDQLHV LQ &(2pV 5HIHUHQFH 3DQHO DORQJ ZLWK IRXU DGGLWLRQDO
VLIQLILFDQW QXPEHU RI SHHUV DQG GHWHUPLQHG EDVHG RQ FRPSDQLHV W
WR WKH SRZHUV DQG DXWKRULW\ RI WKH ([HFXWLYH &KDLUPDQ

&RPSDUHG WR WKH ([HFEXWLYH &KDLUPDQuYVY 5HIHUHQFH 3DQHO KDV

7KH FRPSDQLHYV LQ WKH 5HIHUHQFH 3DQHO XVHG E\ )HUUDUL IRU WKH (
DUH OLVWHG EHORZ

([HFXWLYH &KDLUPDQ 5HIHUHQFH 3DQHO

$ULVWRQ *URXS +ROGLQJ $VWRQ ODUWLQ /DJRQGD

%UHPER %UXQHOOR &XFLQHOOL
&RPSDJQLH )LQDQFLHUH 5LFKHPRQW )RUG ORWRUYV
+HUPHV ,QWHUQDWLRQDO 3UDGD *URXS

7KH (VWgH /IDXGHU &RPSDQLHV

$V GHVFULEHG DERYH ERWK 5HIHUHQFH 3DQHOV DUH FRPSRVHG RI FR
VHFWRUV DQG RIIHULQJ YHU\ FRPSHWLWLYH FRPSHQVDWLRQ OHYHOV WR WK

7KH OHYHO DQG VWUXFWXUH RI WKH ([HFXWLYH &KDLUPDQuUY DQG &(2
EHHQ FRPSDUHG WR WKH SUDFWLFHV RI WKH FRPSDQLHVY EHORQJLQJ WR WK

'XULQJ YHUUDUL GHWHUPLQHG LW DSSURSULDWH WR LQFUHDVH WK
EXVLQHVV UHVXOWYV DFKLHYHG E\ )HUUDUL GXULQJ WKH FXUUHQW &(2uV W
ILQDQFLDO LQGLFDWRUV RI )HUUDUL VXFK DV PDUNHW FDS (%,7'$ (%,7 1
WKH OHDGLQJ SOD\HUV LQ WKH JOREDO OX[XU\ PDUNHW ,Q DGGLWLRQ )HL
EHHQ FKDQJHG VLQFH WKH EHJLQQLQJ RI KLV RIILFH



7KH &(2pv EDVH VDODU\ LV SRVLWLRQHG LQ OLQH ZLWK WKH WK SH
([HFXWLYH &KDLUPDQuV EDVH VDODUN LV EHORZ WKH WK SHUFHQWLOH RI \
FRPSHQVDWLRQ IRU WKH &(2 LV DERYH WKH WK SHUFHQWLOH DQG WKH ([H
EHORZ WKH WK SHUFHQWLOH

7TKH QHZ FRPSRVLWLRQ RI WKH &(2pV FRPSHQVDWLRQ SDFNDJH VHW IF
PDUNHW SUDFWLFHV DQG FRQVLVWHQW ZLWK )HUUDULpV SD\ IRU SHUIRUF
SURSRUWLRQ RI DW ULVN UHPXQHUDWLRQ FRPSDUHG WR IL[HG UHPXQHUDW
ZLWK WKH SRUWLRQ EDVHG RQ VKRUW WHUP REMHFWLYHV

2XU ([HEXWLYH &KDLUPDQuYV DQG &(2pV FRPSHQVDWLRQ SDFNDJHV DUH

2Q WKH EDVLVY RI WKH UHPXQHUDWLRQ SROLF\ REMHFWLYHV FRPSHQVI
LOQOWHURDOMKH HOHPHQWY GLVFXVVHG EHORZ

JL[HG FRPSRQHQW
7KH SULPDU\ REMHFWLYH RI WKH EDVH VDODU\ WKH IL[HG SDUW RI WK

)/ 7 PHPEHUV LV WR DWWUDFW DQG UHWDLQ KLJKO\ TXDOLILHG VHQLRU H[HF
VDODULHY SDLG WR H[HFXWLYHV ZLWK VLPLODU H[SHULHQFH E\ FRPSDUDEO



9DULDEOH FRPSRQHQWYV

([HFEXWLYH 'LUHFWRUV DQG )/7 PHPEHUVY DUH DOVR HOLJLEOH WR UHFH
RI SUH HVWDEOLVKHG ILQDQFLDO DQG RWKHU LGHQWLILHG SHUIRUPDQFH
'LUHFWRUVHu DQG )/7 PHPEHUVH YDULDEOH UHPXQHUDWLRQ DUH OLQNHG WK
WHUP YDOXH IRU WKH VKDUHKROGHUYV

2XU YDULDEOH FRPSHQVDWLRQ SURJUDPV DUH GHVLIJQHG WR UHFUXLW
Rl WKH )/7 GHOLYHULQJ RSHUDWLRQDO DQG VWUDWHJILF SHUIRUPDQFH RYHL
FRPSHQVDWLRQ SURJUDPV DUH HYDOXDWHG RQ DQ DQQXDO EDVLV DQG PRG

6KRUW WHUP LQFHQWLYHYV

7KH SULPDU\ REMHFWLYH RI RXU SHUIRUPDQFH EDVHG VKRUW WHUP )
HIHFXWLYH 'LUHFWRUV DQG WKH PHPEHUV RI WKH )/7 WR IRFXV RQ WKH EX
WHUP LQFHQWLYH SODQ LV GHVLIJQHG WR PRWLYDWH LWV EHQHILFLDULH'
FROWULEXWLRQV WR WKH *URXSpV UHVXOWY RQ DQ DQQXDO EDVLV 7KH &R
EDODQFH RI FRUSRUDWH ILQDQFLDO WDUJHWYV VWUDWHILF REMHFWLYHV D(

7TKH PHWKRGRORJ\ IRU FDOFXODWLQJ SD\RXWV XQGHU RXU VKRUW WHU

7KH WDUJHW OHYHO IRU ERWK WKH &RPSDQ\ BHUIRUPDQFH )DFWRU DQ((
D SRVVLEOH PD[LPXP OHYHO ZKLFK LV HTXDO WR WKH RI WKH WDUJHW
RSSRUWXQLW\ HTXDO WR RI WDUJHW ERQXV 7KHUH LV QR PLQLPXP ERQ>
Rl &RPSDQ\ SHUIRUPDQFH )DFWRUYVY DUH VDWLVILHG WKHUH LV QR ERQXV SI

7R GHWHUPLQH WKH [H} BBXW DY SH WU IRHFPDRUFH ERQXV WKH QRQ H[HEXWL
&RPSHQVDWLRQ &RPPLWWHH
DSSURYH WKH H[HEXWLYH 'LUHFWRUVHu WDUJHWYVY DQG PD[LPXP DOORZD
VHOHFW WKH DSSURSULDWH PHWULFV DQG WKHLU ZHLJKWLQJ
VHW WKH VWUHWEK REMHEWLYHYV
FRQVLGHU DQ\ XQXVXDO LWHPV LQ D SHUIRUPDQFH \HDU WR GHWHUPLC
DSSURYH WKH ILQDO ERQXV GHWHUPLQDWLRQ

H +H+ ++ +H  +H



, Q WKH &RPSHQVDWLRQ &RPPLWWHH GHILQHG WKH &RPSDQ\ 3HUIR!

IHW S5HYHQXHYV

&RQVROLGDWHG $GMXVWHG 2SHUDWLQJ SURILW $GMXVWHG (%,7
&RQVROLGDWHG $GMXVWHG (%,7'$ ODUJLQ

,QGXVWULDO )UHH &DVK )ORZ

H +H+ +H+ +

7TKH &RPSHQVDWLRQ &RPPLWWHH HVWDEOLVKHG FKDOOHQJLQJ JRDOV
RXW LQGHSHQGHQWO\ )RU HDFK PHWULF SHUIRUPDQFH FDQ IOXFWXDWH E}

PXOWLSOLHU ZLWK EHLQJ WKH WKUHVKROG OHYHO RI SHUIRUPDQFH UHT
IRU HDFK PHWULF DQG IRU WKH ,QGLYLGXDO 3HUIRUPDQFH )DFWRU PD[LPX
SD\ RSSRUWXQLW\ HTXDO WR RI WDUJHW ERQXV

7KH DFKLHYHPHQW RI WKH EXGJHW WDUJHW ZKLFK LV QRUPDOO\ FRC
EHIJLQQLQJ RI HDFK \HDU LPSOLHV WKH DSSOLFDWLRQ RI D PXOWLSOLHU H"-
ORZHVW DQG WKH KLJKHVW WKUHVKROGV GHILQHG IURP \HDU WR \HDU LP¢
RXWVLGH WKHVH WKUHVKROGYVY WKH PXOWLSOLHU JRHV WR JHUR RU UHF
RYHUDOO &RPSDQ\ 3HUIRUPDQFH )DFWRU FRHIILFLHQW LV D ZHLJKWHG DYHL

,Q DGGLWLRQ XSRQ SURSRVDO RI WKH &RPSHQVDWLRQ &RPPLWWHH
VSHFLDO ERQXVHV IRU VSHFLILF WUDQVDFWLRQV WKDW DUH GHHPHG H[FHS
UHVXOWY WDNLQJ LOQWR DFFRXQW VWDQGDUGY RI UHDVRQDEOHQHVYV DQG
JHUUDUL RU RSWLRQV WR SXUFKDVH FRPPRQ VKDUHV LV GHWHUPLQHG E\ W

1R VSHFLDO ERQXVHYV ZHUH DZDUGHG WR WKH H[HFXWLYH 'LUHFWRUYV F
6KRUW WHUP LQFHQWLYHY FODZEDFN FODXVH

, Q LQ IXUWKHUDQFH RI WKH 1<6( OLVWLQJ UHTXLUHPHQWY )HUUD
LQFHQWLYHV ZKLFK DOORZV WKH &RPSDQ\ WR UHFRYHU SDUW RU DOO RI V
WKUHH ILVFDO \HDUV LPPHGLDWHO\ SUHFHGLQJ WKH GDWH WKH &RPSDQ\ L
PDWHULDO QRQFRPSOLDQFH RI WKH &RPSDQ\ ZLWK DQ\ ILQDQFLDO UHSRUW
DQ\ UHTXLUHG DFFRXQWLQJ UHVWDWHPHQW WR FRUUHFW DQ HUURU LQ S
SUHYLRXVO\ LVVXHG ILQDQFLDO VWDWHPHQWY RU WKDW ZRXOG UHVXOW
FXUUHQW SHULRG RU OHIW XQFRUUHFWHG LQ WKH FXUUHQW SHULRG

‘H KDYH DOVR DGRSWHG D VSHFLILF SROLF\ DOLJQHG ZLWK WKH 1<6( O
7KH 1<6( &ODZEDFN 3ROLF\ ZKLFK EHFDPH HIIHFWLYH RQ 'HFHPEHU S
DZDUGHG LQFHQWLYH EDVHG FRPSHQVDWLRQ HDUQHG E\ FXUUHQW RU IRUP
&RPSDQ\V LV UHTXLUHG WR SUHSDUH DQ DFFRXQWLQJ UHVWDWHPHQW

/IRQJ WHUP LQFHQWLYHYV

‘H EHOLHYH WKDW WKH HTXLW\ LQFHQWLYH SODQ GLVFXVVHG EHOR.
SHUIRUPDQFH DQG VKDUHKROGHU LQWHUHVWY E\ OLQNLQJ WKH FRPSHQVD
WKH )/7 WR LQFUHDVLQJ VKDUHKROGHU YDOXH

'XULQJ JHUUDUL KDG WKUHH ORQJ WHUP HTXLW\ LQFHQWLYH SODC
SObQV SUHVHQWHG DW WKH &DSLWDO ODUNHWY 'D\ LQ -XQH DQG LQ 2FW
PD\ EH D FRPELQDWLRQ RI SHUIRUPDQFH VKDUH XQLWV 2368V3: DQG UHVW
WR UHFHLYH RQH )HUUDUL FRPPRQ VKDUH

(TXLW\ ,QFHQWLYH BGBURYHG RQ )HEUXDU\ E\ WKH %RDUG RI 'LU
SHULRG IURP WR KDYLQJ WKH ([HFXWLYH &KDLUPDQ DQG &(2 R
)/ 7 DQG RWKHU NH\ PHPEHUV RI WKH *URXS DV EHQHILFLDULHYV



(TXLW\ ,QFHQWLYH BGBQURYHG RQ )HEUXDU\ E\ WKH %RDUG RI 'LU
SHULRG IURP WR KDYLQJ WKH ([HFXWLYH &KDLUPDQ DQG &(2 R
)/ 7 DQG RWKHU NH\ PHPEHUV RI WKH *URXS DV EHQHILFLDULHYV

(TXLW\ ,QFHQWLYH BS®PQYRYHG RQ )HEUXDU\ E\ WKH %RDUG RI 'LU|
SHULRG IURP WR KDYLQJ WKH ([HFXWLYH &KDLUPDQ DQG &(2 R
)/ 7 DQG RWKHU NH\ PHPEHUV RI WKH *URXS DV EHQHILFLDULHYV

JXUWKHU GHWDLOM PIERXVW) FHHOYWILWYE RE&¥YRULQJ D SHUIRUPDQFH SHULRC
ZKLFK ZLOO YHVW RQ ODUFK DQG KDYLQJ WKH ([HFXWLYH &KDLUPDQ DQC
)/ 7 DQG RWKHU NH\ HPSOR\HHV Rl WKH *URXS DV EHQHILFLDULHY HQGHG R

JRU WIKH W\ QFHQWLYH 30K 368V DUH HDUQHG EDVHG RQ WKH OHYHC
SHUIRUPDQFH LQGLFDWRUV UHODWLQJ WR L D UHODWLYH WRWDO VKDUHI
GHILQHG SHHU JURXS 23HHU *URXS?3 LL DQ $GMXVWHG (%,7'$ WDUJHW DQ

(DFK WDUJHW LV PHDVXUHG LQGHSHQGHQWO\ Rl WKH RWKHU WDUJHWV

JRU WKW\ ,QFHQWLYH 3OAXLW\ ,QFHQWLYH BQGQWXHW\ ,QFHQWLYH

H[HFXWLYH 'LUHFWRUV DUH DOLG\H ® RV L3618 \B/GBQL WK HQ FHQW LY H

DQG (WXIHV\ ,QFHQWLYH WXBIQ568V ZKLFK DUH DZDUGHG RQO\ WR PHP

NH\ HPSOR\HHV RI WKH *URXS DUH VHUYLFH EDVHG DQG YHVW VXEMHFW WF
DW WKH WLPH RI YHVWLQJ

'"HWDLOV RI WKH HTXLW\ ORQJ WHUP LQFHQWLYHY JUDQWHG WR WKH ([l

(TXLW\ ,QFHQWLYH 30DQ (TXLW\ ,QFHQWLYH 30DQ DQG (]

I (TXLW
F

QFHRPHERUWLRG RI AP ) 313 HRERURROF!

KLEOH J 7THUP *J LIKWLQ

UHODWLYH 765
\HDUV \HDUS'GMXVWHG (%,7'$

(IHEXWLYH &KDLGRBSS Hall N

H 8QLWYV SHUIRUPDQFH|SHULRG
DQG &(2 368V
\HDUV /RFN|(8S(6* UHODWHG )DFWRL
*RDO

7KH QXPEHU RI 368V HDUQHG LV GHWHUPLQHG EDVHG RQ WKH OHYHO
EHORZ DUH DFKLHYHG $W WKH HQG RI WKH YHVWLQJ SHULRG WKH WR\

¥ WKH QXPEHU RI 368V HDUQHG XQGHU WKH UHODWLYH 765 SD\RXW IDFW
¥ WKH QXPEHU RI 368V HDUQHG XQGHU WKH $GMXVWHG (%,7'$ SD\RXW ID|
¥ WKH QXPEHU RI 368V HDUQHG XQGHU WKH (6* UHODWHG IDFWRU JRDO

(TXLW\ . QFHQWLYH 30DQ DQG (TXLW\  QFHQWLYH 30DQ PL

OHWULFV OHWULFV
ZHLJIJKW W\SH

%HQFKPDUNSDWLRQDOH QN EHWZHHQ SD\ DQC
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,)56 ILQDQFLDO PHDVXUH VHH 2

PDLQ IHDWXUHYV
%HQFKPDUNSDWLRQDOH QN EHWZHHQ SD\ DQC

LQFHQWLYH 30DQ
OHWULFYV
W\SH

JRU DGGLWLRQDO LQIRUPDWLRQ UHODWLQJ WR WKLV QRQ
(T XLWA\

OHWULEV

ZHLIKW

$GMXVWHG (%,7'$3
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,)56 ILQDQFLDO PHDVXUH VHH 2

JRU DGGLWLRQDO LQIRUPDWLRQ UHODWLQJ WR WKLV QRQ

$GMXVWHG (%,7'$?

,Q UHODWLRQ WR WKH YHVWLQJ RI WKH 368V DZDUGHG WR WKH ([HFXYV

XQGHU WKH SODQV RFFXUV DIWHU WKH HQG RI

WKH SHUIRUPDQFH SHULR

WR WKH HIWHQW WKDW WKH FRQGLWLRQV IRU YHVWLQJ DL

'"HFHPEHU



7KH SHUIRUPDQFH SHULRG IRU WKH (TXLW\ ,QFHQWLYH 30DQ 3
YDOXH RI WKH DZDUGV XVHG IRU DFFRXQWLQJ SXUSRVHV ZDV PHDVXUHG DW
IDLU YDOXH RI WKH 368V WKDW ZHUH JUDQWHG WR OU (ONDQQ DQG O0U 9LJC

7KH SHUIRUPDQFH SHULRG IRU WKH (TXLW\ ,QFHQWLYH 30DQ 3
YDOXH RI WKH DZDUGV XVHG IRU DFFRXQWLQJ SXUSRVHV ZDV PHDVXUHG DW
IDLU YDOXH RI WKH 368V WKDW ZHUH JUDQWHG WR OU (ONDQQ DQG O0U 9LJC

7KH NH\ DVVXPSWLRQV XVHG WR FDOFXODWH WKH JUDQW GDWH IDLU Y|

.H\ $VVXPSWLRQV 368 $ZDUGV *UDQWHG WR WKH &KDLUPDQ DC

*UDQW GDWH VKDUH SULFH »
([SHEFWHG YRODWLOLW\

'LYLGHQG \LHOG

5LVN I[UHH UDWH

BBBBBBBBBEBBBBBBBBBBBBBBBBBBBB
7KH H[SHFWHG YRODWLOLW\ ZDV EDVHG RQ WKH REVHUYHG YRODWLOLW\ RI WKH GHILQHG 3
\LHOG

7KH SHUIRUPDQFH SHULRG IRU WKH (TXLW\ ,QFHQWLYH 30DQ 3
YDOXH RI WKH DZDUGV XVHG IRU DFFRXQWLQJ SXUSRVHV ZDV PHDVXUHG DW
IDLU YDOXH RI WKH 368V WKDW ZHUH JUDQWHG WR OU (ONDQQ DQG 0U 9LJC

7KH NH\ DVVXPSWLRQV XVHG WR FDOFXODWH WKH JUDQW GDWH IDLU Y|

.H\ $VVXPSWLRQV 368 $ZDUGV *UDQWHG WR WKH &KDLUPDQ D

*UDQW GDWH VKDUH SULFH »
([SHFWHG YRODWLOLW\

'LYLGHQG \LHOG

S5LVN IUHH UDWH

BBBBBBBBBBBBBBBBBBBBBBBBBBBBB

7KH H[SHFWHG YRODWLOLW\ ZDV EDVHG RQ WKH REVHUYHG YRODWLOLW\ RI WKH GHILQHG 3
\LHOG

$Q\ 568V DZDUGHG WR )/7 PHPEHUVY DQG RWKHU NH\ PHPEHUV RI WKH *|
RU ODUFK DV DSSOLFDEOH FRQGLWLRQDO RQ WKH FRQWLQXHG HPS
*URXS DW WKH WLPH RI YHVWLQJ 7KH H[HFXWLYH 'LUHFWRUV ZHUH QRW DZ|

5HFRXSPHQW RI LQFHQWLYH FRPSHQVDWLRQ FODZEDFN SROLF\

7TKH (TXLW\ ,QFHQWLYH 30DQV LQFOXGH D FODZEDFN FODXVH ZKLFK
YDULDEOH FRPSRQHQW RI UHPXQHUDWLRQ DZDUGHG RU SDLG RQ WKH EDVL
LQFRUUHFW LI WKH %RDUG RI 'LUHFWRUV GHWHUPLQHY WKDW FLUFXPVWD!
ZKLOH WKH UHPXQHUDWLRQ UHPDLQHG XQYHVWHG RU GXH WR WKH EHQHILF

,Q SDUWLFXODU LI D 5HFRYHU\ (YHQW RFFXUV ZLWKLQ WKUHH \HDUV
UHVSHFW RI WKH 368V RU 568V D SDUWLFLSDQW ZLOO EH UHTXLUHG WR UH
'LUHFWRUV LQ LWV GLVFUHWLRQ

$V GLVFXVVHG DERYH WKH 1<6( &ODZEDFN 3ROLF\ DOVR JRYHUQV \
LQFHQWLYH EDVHG FRPSHQVDWLRQ HDUQHG E\ FXUUHQW RU IRUPHU H[HFXV
LV UHTXLUHG WR SUHSDUH DQ DFFRXQWLQJ UHVWDWHPHQW



/IRFN XS SHULRG

, Q WKH %RDUG RI 'LUHFWRUYV DSSURYHG D ORFN XS SURYLVLRQ IRL
DQG RWKHU NH\ PHPEHUV RI WKH *URXS ZKLFK UHSODFHV WKH IRUPHU VW
LQFHQWLYH SODQV LVVXHG DQG WR EH LVVXHG E\ WKH FRPSDQ\

8QGHU WKH ORFN XS SURYLVLRQ RI WKH YHVWHG VKDUHV XQGHU WK
RI YHVWLQJ WR XQDYDLODELOLW\ DQG QRQ WUDQVIHUDELOLW\ IRU D SHULR

¥ &(2 DQG &KDLUPDQ PRQWKYV DIWHU YHVWLQJ
¥ )/I7 PHPEHUYV PRQWKY DIWHU YHVWLQJ
¥ 2WKHU NH\ PHPEHUV RI WKH *URXS PRQWKY DIWHU YHVWLQJ

7TKH ([HFXWLYH &KDLUPDQ DQG WKH &(2 DUH DOVR HDFK UHTXLUHG WR
RQ D QHW DIWHU WD[ EDVLV XSRQ YHVWLQJ DQG VHWWOHPHQW RI DQ\
DQQLYHUVDU\ RI WKH JUDQW GDWH RI WKH DSSOLFDEOH DZDUG RWKHU WK
GLVDELOLW\ DSSURYHG OHDYH RI DEVHQFH RU UHWLUHPHQW

2ZWKHU EHQHILWYV

([HFEXWLYH 'LUHFWRUV PD\ DOVR EH HQWLWOHG WR FXVWRPDU\ IULQJH
DQG GULYHUV SHUVRQDO KRPH VHFXULW\ PHGLFDO LQVXUDQFH DFFLGHQ
&RPSHQVDWLRQ &RPPLWWHH PD\ JUDQW RWKHU EHQHILWY WR WKH H[HFXWL

6HYHUDQFH

7KH WHUPV RI VHUYLFH RI WKH &(2 SURYLGH WKDW WHUPLQDWLRQ RI
QRWLFH SHULRG +RZHYHU LI WKH &RPSDQ\ WHUPLQDWHYV KLV VHUYLFHV |
WHUPLQDWHYV KLV VHUYLFHVY GXH WR WKH UHGXFWLRQ RU OLPLWDWLRQV |
FKDQJH RI FRQWURO WKH &RPSDQ\ VKDOO SD\ WKH &(2 DQ DPRXQW HTXDO
LQFOXGLQJ DQ\ DPRXQW GXH IRU WKH VL[ PRQWKVp QRWLFH SHULRG ZKLF
PROQWKVu VDODU\ LQ OLQH ZLWK WKH 'XWFK &RUSRUDWH *RYW FQQQYRH BRI
WR WKH SHQVLRQ IXQG DV ZHOO DV 67, DQG /7, YDULDEOH FRPSHQVDWLRQ
DFWXDO VHYHUDQFH SD\PHQW ZLOO EH PDGH DW WKH WHUPLQDWLRQ RI H
PRQWKVu EDVH VDODU\ WKHQ D GLVFORVXUH ZLOO EH PDGH LQ OLQH ZLWK

I ZLWKLQ WZHQW\ IRXU PRQWKY IROORZLQJ D FKDQJH RI FRQWURO D\
WKH &RPSDQ\ RWKHU WKDQ IRU FDXVH RU DUH WHUPLQDWHG E\ WKH &KD
WKH DFFHOHUDWHG YHVWLQJ RI DZDUGV XQGHU KLV ORQJ WHUP LQFHQWLY'

,QWHUQDO SD\ UDWLRYV

,Q OLQH ZLWK WKH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH WKH LQWHU

5SHPXQHUDWLRQ 3ROLF\ IRU WKH %RDUG RI 'LUHFWRUV 7KH LQWHUQDO SD\

UHPXQHUDWLRQDRIGWKH & XKH DYHUDJH WRWDO DQQXDO UHPXQHUDWLRQ RI

&RPSDQLHV RI ZKLFK WKH FRPSDQ\ FR Q¥R O R®IWHZV QW KWDIEQHD GRIL-DVWH G\ W DA
DQG

7KH WRWDO DQQXDO UHPXQHUDWLRQ RI WKH &(2 LQFOXGHY DOO UHPXQHUDWLRQ FRPSRQHQW
VKDUH EDVHG SRUWLRQ RI WKH UHPXQHUDWLRQ YDOXH RI WKH VKDUH EDVHG SD\PHQW LV GH
XQGHU ,)56 $FFRXQWLQJ 6WDQGDUGY VRFLDO SUHPLXPV SHQVLRQ H[SHQVH DOORZDQFH HYV
,)56 SFFRXQWLQJ 6WDQGDUGYV EDVLV

7KH DYHUDJH DQQXDO UHPXQHUDWLRQ RI WKH HPSOR\HHV LV GHWHUPLQHG E\ GLYLGLQJ WKH
ILQDQFLDO VWDWHPHQWY RQ DQ ,)56 $FFRXQWLQJ 6WDQGDUGYV EDVLV E\ WKH DYHUDJH QXPE
WDNHQ LOQWR DFFRXQW RQ D SUR UDWD EDVLYV LQVRIDU DV WKHVH DUH KLUHG IRU DW OHDVW \



7RWDO $QQXDO 5HPXQHUDWLRQ RI &(2
$

$YHUDJH 7RWDO $QQXDO (PSOR\HH )7(
5HPXQHUDWLRQ &RVWV %

3D\ 5DWLR $ %

BBBBBBBBBBBBBBBBBBBBBBBBBBBBB

,QFO%GHV » » D QG UHFRJQL]HG DV VKDUH EDVHG FRPSHQVDWLRQ H[SHQVH
DQG UHVSHFWLYHO\ IRU HTXLW\ DZDUGV JUDQWHG XQGHU WKH *URXSuV HTXLW

DZDUGV LV VXEMHFW WR FHUWDLQ SHUIRUPDQFH DQG VHUYLFH FRQGLWLRQV 6HH DOVR

H[HFXWLYH 'LUHFWRUV?® EHORZ

YRU WKH SD\ UDWLR LV FDOFXODWHG FRQVLGHULQJ WKH UHPXQHUDWLRQ RI WKH FXUU

WKH GDWH ZKHQ O0U 9LJQD EHJDQ DFWLQJ DV &KLHI ([HFXWLYH 2IILFHU WR 'HFHPEHU

VLIJQLILFDQW GLIIHUHQFH EHWZHHQ WKH SD\ UDWLR VR FDOFXODWHG DQG WKH SD\ UDWLR

\HDU EDVLV ,Q DGGLWLRQ WKH FRPSHQVDWLRQ SD\DEOH WR 0U (ONDQQ DV LQWHULP &(2 G

VXFK FRPSHQVDWLRQ ZDV IRUIHLWHG E\ OU (ONDQQ

6FHQDULR DQDO\VLYV

2Q DQ DQQXDO EDVLV WKH QRQ H[HFXWLYH 'LUHFWRUV XSRQ SURSF
UHODWLRQVKLS EHWZHHQ WKH SHUIRUPDQFH FULWHULD FKRVHQ DQG WKt
HIHFXWLYH 'LUHFWRUV VFHQDULR DQDO\VLV 7R GDWH WKH QRQ H[HFXW
HITHFWLYH LQ WHUPV RI HVYWDEOLVKLQJ D FRUUHODWLRQ EHWZHHQ )HUUDL
PDLQ NH\ SHUIRUPDQFH FULWHULD RI RXU HI[HFXWLYH 'LUHFWRUVu ORQJ WH
([HFXWLYH &KDLUPDQupY DQG WKH &(2pV FRPSHQVDWLRQ SDFNDJH VXSSRUW
RXU VKDUHKROGHUYV

7KH &8RPSHQVDWLRQ &RPPLWWHH HYDOXDWHY WKH PL[ RI YDULDEOH |
SHUIRUPDQFH DV ZHOO DV VKDUHKROGHU UHWXUQV WDNLQJ DOVR LQWR D
2XU LQFHQWLYH SODQV DUH EDVHG RQ SHHU DQG PDUNHW EHQFKPDUNHG St

,Q WKH HYHQW WKDW VSHFLILF ORQJ WHUP WKUHVKROG SHUIRUPDQFH
YHVWLQJ RU SD\RXW IRU H[HFXWLYH 'LUHFWRUV IRU WKH UHOHYDQW SHULR



7KH

IROORZLQJ WDEOH DQG FKDUW GHVFULEH FRPSHQVDWLRQ OHYHOV

XQGHU WKH FRPSHQVDWLRQ SDFNDJHV LQ SODFH DQG GLIIHUHQW VFHQDULI

DSSUHFLDWLRQ

(OHPHQW RI UHPXQHUDWLRQ

J)LIHG UHPXQHUDWLRQ

'"HWDLOV RI DVVXPSWLRQ

7TKH ([HFXWLYH &KDLUPDQuY EDVH VDODU\ L

»

»

6KRUW WHUP ,QFHQWLY|

HKBOBRPSHQVDWLRQ SDFNDJHV IRU

IRU W

LQFOXGH D VKRUW WHUP LQFHQWLYH SODQ
Rl WDUJHW D WDUJHW SD\ RSSRUWXQLW\
EDVH VDODU\ DQG PD[LPXP SD\ RSSRUWXQLW

KH ([HF
LWK D
UHVSH]
\ HTXD

/RQJ WHUP ,QFHQWLYH

APHRXWLYH &KDLUPDQ DQG &(2

o

LQ FDVH RI IDLOXUH WR DFKLHYH DQ\ R
DVVXPHV QR DZDUG RI 368V
LQ FDVH RI DFKLHYHPHQW RI WKH WKUH
FULWHULD WKH VFHQDULR DVVXPHV DQ
RSSRUWXQLW\ RI WDUJHW SD\ RSSR
LQ FDVH RI DFKLHYHPHQW RI WKH WDUJ
FULWHULD WKH VFHQDULR DVVXPHV DQ
RI EDVH VDODU\ IRU WKH ([HFXWLY}
VDODU\ IRU WKH &(2
LQ FDVH RI DFKLHYHPHQW RI WKH PD[LH
FULWHULD WKH VFHQDULR DVVXPHV WK
RSSRUWXQLW\ RI WDUJHW SD\ RSSR

| WKH S

VKROG
DZDUG
JW X QLW
HWV IR
DZDUG
i &KDLU

XP OHY
H DZDU
UWXQL'

'"HWDLOV DERXW WKH &KDLUPDQ DQG WKH &(2uV DFWXDO

UHPXQHUD



,Q WKH HYHQW RI SHUIRUPDQFH EHORZ WKH VHW WKUHVKROGV WKH
SD\RXW RI DQ\ DPRXQWYV XQGHU HLWKHU WKH VKRUW WHUP RU ORQJ WHUP L

5HPXQHUDWLRQ SROLF\ IRU 1RQ ([HFXWLYH 'LUHFWRUV

5HPXQHUDWLRQ RI QRQ H[HFXWLYH 'LUHFWRUV LV DSSURYHG E\ WKH &
WKH &RPSHQVDWLRQ &RPPLWWHH

5HPXQHUDWLRQ RI QRQ H[HFXWLYH 'LUHFWRUV LV IL[HG DQG QRW GH
HIHFXWLYH 'LUHFWRUY DUH QRW HOLJLEOH IRU YDULDEOH FRPSHQVDWLRQ I

7KH FXUUHQW DQQXDO UHPXQHUDWLRQ IRU WKH QRQ H[HFXWLYH 'LUHF
LQ WKH WDEOH EHORZ

1RQ ([HFXWLYH 'LUHFWRU &RPSHQVDWLRQS8 6
$QQXDO FDVK UHWDLQHU

$GGLWLRQDO UHWDLQHU IRU $XGLW &RPPLWWHH PHPEHU

$GGLWLRQDO UHWDLQHU IRU $XGLW &RPPLWWHH &KDLUPDQ
$GGLWLRQDO UHWDLQHU IRU &RPSHQVDWLRQ &RPPLWWHH PHPEHU
$GGLWLRQDO UHWDLQHU IRU &RPSHQVDWLRQ &RPPLWWHH &KDLUPD

$GGLWLRQDO UHWDLQHU IRU (6* &RPPLWWHH PHPEHU

$GGLWLRQDO UHWDLQHU IRU (6* &RPPLWWHH &KDLUPDQ
$GGLWLRQDO UHWDLQHU IRU WKH VHQLRU QRQ H[HFXWLYH 'LUHFWF

$00 UHPXQHUDWLRQ RI WKH QRQ H[HFXWLYH 'LUHFWRUV LV SDLG LQ FL
5HPXQHUDWLRQ RI RWKHU HPSOR\HHY DQG (TXDO 6DODU\ &HUWLILFDWLRQ

J)HUUDUL DLPV WR SURYLGH D PDUNHW FRPSHWLWLYH DQG IDLU UHPX
UHPXQHUDWLRQ SROLF\ DQG LQ RUGHU WR EHWWHU SXUVXH WKH &RPSDOQ\
FUHDWLRQ

JXUWKHUPRUH )HUUDUL RSHUDWHV D PHULW EDVHG UHPXQHUDWLRQ SI
DJH QDWLRQDOLW\ VRFLDO VWDWXV RU FXOWXUDO EDFNJURXQG

, Q ZH UHFHLYHG WKH UHQHZDO RI WKH (TXDO 6DODU\ &HUWLILFDWH
VDPH TXDOLILFDWLRQV DQG SRVLWLRQV LQ WKH &RPSDQ\ FRQILUPHG LQ

JHUUDUL VWURQJO\ EHOLHYHV LQ WKH (TXDO 6DODU\ &HUWLILFDWLRQ
RI WKH YHVWLQJ FRQGLWLRQV RI WKH HTXLW\ LOQFHQWLYH SODQV DV D FRP



,PSOHPHQWDWLRQ RI 5HPXQHUDWLRQ 6WUDWHJ\ LQ
 QWURGXFWLRQ

7KLY VHFWLRQ VHWV RXW WKH LPSOHPHQWDWLRQ RI )HUUDULpV UHPX
7KH UHPXQHUDWLRQ JUDQWHG LQ WKH \HDU HQGHG 'HFHPEHU LV LQ D
UHPXQHUDWLRQ VWUDWHJ\ DV VHW RXW DERYH DQG WKHUHIRUH ZH EHOL
TXDOLILHG H[HFXWLYH WDOHQW DQG PRWLYDWH VXFK H[HFXWLYHV WR DFKL
VKDUHKROGHUY LQ D PDQQHU FRQVLVWHQW ZLWK RXU FRUH EXVLQHVYV DQC
DURXQG WKH &RPSDQ\

'LUHFWRUVUH FRPSHQVDWLRQ

7KH IROORZLQJ WDEOH VXPPDUL]HVY WKH UHPXQHUDWLRQ UHFHLYHG E
HQGHG 'HFHPEHU IURP )HUUDUL

JL[HG UHPXQHUDWLRQ

7RWDO

9DULDEOH 3HQVLRQ EHQHILWYV
1DPH 21ILFH KHOG $QQXDO IHHULQJH EHQHIUWFXQHUDWLRQ » » MY, UHPX)S)HUDWLRQ
» »

-RKQ (ONDQQ&KPLLPDRQ DQG ([HFXWLYH

I+

Io((HFXWLYH 21ILFHU DQG
%HQHGHWWR&[J; AR N EWR

7RWDO ([HEXWLYH 'LUHFWRUV

3LHUR )HUUD?’[ Wy OS Fwru e z : &
6HUJLR 'xFD SHOLRU 1RQ (IHFXWLYH . . .
'"HOSKLQH SUQRAQWHFXWLYH 'LUHFWRU + + + +
JUDQFHVFD %IHRI0H{WRMWQLYH 'LUHFWR U : N : B
(GG\ &XH 1RQ ([HFXWLYH 'LUHFWRU + + + +
“RKQ *DODQWIFFQ ([HFXWLYH 'LUHFWRU : N : B
7RPPDVR *KLGRQL([HFXWLYH 'LUHFWRU + + + +
0DULD 3DWULJRR (UHF¥FWLYH 'LUHFWRU : N : B
$GDP .HVZLFNRQ ([HFXWLYH 'LUHFWRU + + + +
OLNH 9ROSL 1RQ ([HFXWLYH 'LUHFWRU : N : B
7RWDO 1RQ ([HEXWLYH 'LUHFWRUYV + + +
7RWDO

BBBEBBEBBBBEBBBBBBBBBBBBBBBBBBBB
5HODWH WR FDU EHQHILWVY SURYLGHG WR 0U 9LJQD O0U (ONDQQ DQG OU )HUUDUL LQ DFFR
&HUWDLQ DPRXQWV KDYH EHHQ FRQYHUWHG IURP 8 6 'ROODUV WR (XUR
7KLV DPRXQW UHIHUV WR VKRUW WHUP LQFHQWLYHV )RU LQIRUPDWLRQ UHJDUGLQJ HTX
H[HFXWLYH 'LUHFWRUV?3 EHORZ



7KH IROORZLQJ WDEOH VXPPDUL]HVY WKH UHPXQHUDWLRQ UHFHLYHG E
HQGHG 'HFHPEHU IURP )HUUDUL

JL[HG UHPXQHUDWLRQ

7RWDO
» UHPXQHUDWLRQ

»

1DPH 21ILFH KHOG LDEOH SHOVLRQ EHQHILWV

9D U
$QQXDO IHHULQJH EHQHIUWFXQHUDWLRQ
» »

&KDLUF’DQ DQG ([HFEXWLYH

-RKQ (ONDQQY yyrwRU

I+

Io((HFXWLYH 21ILFHU DQG
%HQHGHWWR&[’@ AR N EWR

7RWDO (IHFXWLYH 'LUHFWRUYV
FH &KDLUPDQ DQG 1RQ

3LHUR )HUUD?’[lHFXWLYH "LURFWRU z b 3
6HUJLR 'xFD SHOLRU 1RQ (IHFXWLYH . . . .
'"HOSKLQH $UQREQMWFXWLYH 'LUHFWRU + + + +
JUDQFHVFD %IHRI0D HWRNXMQLY H 'LUHFWRU + + + +
(GG\ &XH 1RQ ([HFXWLYH 'LUHFWRU + + + +
RKQ *DODQWIFQ ([HFXWLYH 'LUHFWRU + + + +
0DULD 3DWULIRD {UPHF¥FELYH 'LUHFWRU + + + +
$GDP .HVZLFNRQ ([HFXWLYH 'LUHFWRU + + + +
OLNH 9ROSL 1RQ ([HFXWLYH 'LUHFWRU + + + +
7RWDO 1RQ ([HFXWLYH 'LUHFWRUV + + +

7TRWDO

BBBEBBBBBBBBBBBBBBBBBBBBBBBBBB
5HODWH WR FDU EHQHILWVY SURYLGHG WR 0U 9LJQD O0U (ONDQQ DQG OU )HUUDUL LQ DFFR
&HUWDLQ DPRXQWV KDYH EHHQ FRQYHUWHG IURP 8 6 'ROODUV WR (XUR
7KLV DPRXQW UHIHUV WR VKRUW WHUP LQFHQWLYHV )RU LQIRUPDWLRQ UHJDUGLQJ HTX
H[HFXWLYH 'LUHFWRUV?3 EHORZ



7KH IROORZLQJ WDEOH VKRZV D FRPSDULVRQ RI WKH WRWDO UHPXQH!
JHUUDUL 'LUHFWRUV ZKR VHUYHG DV 'LUHFWRUV LQ

'LUHFWRUVpY 7TRWDO 5HPXQHUDWLRQ

1DPH 2IILFH KHOG
LQ » H[FHSW RWKHUZLVH VWDWHG
-ake (onoeq fHEXWLYY A1RKYEES oS
snonawwwr BEAA(IIEXS L By 00
TR T TRk
6HUJLR 'XxFD BHQLRU 1RQ ([HFXWLYH

'"HOSKLQH $UQRWHFXWLYH 'LUHFWRU
JUDQFHVFD %HRQHPHWX@ILYH 'LUHFWRU
(GG\ &XH 1RQ ([HFXWLYH 'LUHFWRU
-RKQ *DODQWLRQ ([HFXWLYH 'LUHFWRU

7TRPPDVR *KLGURX ([HFXWLYH 'LUHFWRU i + et i
ODULD 3DWULNRAQ*UHHFXRVLYH 'LUHFWRU
$GDP .HVZLFN1IRQ ([HFXWLYH 'LUHFWRU
OLNH 9ROSL 1RQ ([HFXWLYH 'LUHFWRU + +
$GMXVWHG (% WKBRXVDQG
$YHUDJH )HUUDUL 6KDUH 3ULFH
OHGLDQ IL[HG UHPXQHUDWLRQ RI HPSOR\HHV
BBBBEBBBBBBBBBBBBBBBBBBBBBBBBB
YJURP -DQXDU\ WR 6HSWHPEHU &KDLUPDQ &(2 DQG ([HFXWLYH 'LUHFWRU )U
(I[HFXWLYH &KDLUPDQ DQG ([HFXWLYH 'LUHFWRU
OU 9LJQD MRLQHG )HUUDUL DV &(2 DQG ([HFXWLYH 'LUHFWRU RQ 6HSWHPEHU $V D :
JUDQWHG L DQ H[WUDRUGLQDU\ OXPS VXP RI » DQG LL YJHUUDUL FRPPRQ VKDU}

$QQXDO *HQHUDO OHHWLQJ
JRU DGGLWLRQDO LQIRUPDWLRQ UHODWLQJ WR WKLV QRQ ,)56 ILQDQFLDO PHDVXUH VHH 2)
$GMXVWHG (%,7'$?
7KLV LQIRUPDWLRQ GRHV QRW LQFOXGH WKH 23UHPLR GL &RPSHWLWLYLW|? ZKLFK LV RQ WF
JRU LQIRUPDWLRQ UHJDUGLQJ HTXLW\ EDVHG YDULDEOH FRPSHQVDWLRQ VHH 26KDUH EDVH



6KRUW WHUP LQFHQWLYH RI HIHFXWLYH 'LUHFWRUYV

,Q ODUFK WKH &(2 DQG WKH ([HFXWLYH &KDLUPDQ ZLOO UHFHLYH \
SHUIRUPDQFH \HDU

7KH WDUJHW VHWWLQJ RI )HUUDULpV 67, KDV EHHQ GHILQHG ZLWK D
HFRQRPLF DQG ILQDQFLDO REMHFWLYHVY DQG WKH WDUJHW OHYHOV KDYH
PDUNHW $GGLWLRQDOO\ WKH SHUIRUPDQFH FXUYH HVWDEOLVKHG IRU WKH
QR LQFHQWLYH SD\PHQW LV PDGH ZKLFK LV FORVH WR WKH WDUJHW OHYHO

"HLIKW $FWXDO 3D\RXW

IHW 5HYHQXHYV

$GM (%,7'$ 7+( 5(68/76 2) /,1($5
$GM 2SHUDWLQJ SURILW 17(532/37.21 .6

0,

(b0, 7 3(5)25081&( )$&725

,QGXVWULDO )UHH &DVK )ORZ



6KDUH EDVHG FRPSHQVDWLRQ RI HIHFXWLYH 'LUHFWRUV

7KH IROORZLQJ WDEOH SURYLGHYV DQ RYHUYLHZ RI WKH RXWVWDQGLQ
'LUHFWRUV LQ

ODLQ FRQGLWLRQV RI VKDUH DZDUG SORQNPHQWY LQ VKDUH DZDUGV GXULQJ

oen 1XPEHU RI IXPEHURI, | Fk DUH
QYHVWHG Z \FZDUGVXQYHV

SRVLWEBBQ 31&%5:3%%%M/68g§Wh®‘DUGVWWDUGV6E%WL lHHLWH@UGVVL“gSESEwE

-DQXDU\JUDQWHE RWKHUHFHPER QGLWLROQV

(TXLW\
,QFHQWLYH
30DQ

$SULO ODUFK

I+
I+
I+
I+

(TXLW\
,QFHQWLYH
Q 30DQ
D

$SULO ODUFK

I+
I+
I+

F X W L)L W\
DLUPBRHQWLYH
30DQ

$SULO ODUFK

I+
I+
I+

(TXLW\
,QFHQWLYH
30DQ

ODUFK

I+
I+
I+

$SULO

$SULO ODUFK

I+
I+
I+
I+

(TXLW\

,QFHQWLYH ODUFK

$SULO

I+
I+
I+

=

L
FXW WAL W
LFHUQFHQWLYH
30DQ

$SULO ODUFK

I+
I+
I+

(TXLW\
,QFHQWLYH
30DQ

$SULO ODUFK

I+
I+
I+

BBBBBBBBBBBBBBBBBBBBBBBBBBBBB
7KH QXPEHU RI VKDUHV YHVWHG ZDV JUHDWHU WKDQ WKH QXPEHU RI DZDUGV JUDQWHG C
FRQGLWLRQV



,Q ODUFK 368V KHOG E\ WKH ([HFXWLYH &KDLUPDQ XQGHU WKH
OHYHO RI DFKLHYHPHQW RI WKH SHUIRUPDQFH FRQGLWLRQV DSSOLFDEOH \
SODQ LV VKRZQ EHORZ

,Q ODUFK WKH (TXLW\ ,QFHQWLYH 30DQ ZLOO YHVW DQG WK
VXPPDUL]JHG LQ WKH IROORZLQJ WDEOH

7TKUHVKROG 7DUJHW DQG OD[LEXRWUHBEHGQWH QW 5@ LEJW B § K2



&RPSHQVDWLRQ RI WKH PHPEHUV RI WKH )/7

7TKH FRPSHQVDWLRQ SDLG WR RU DFFUXHG GXULQJ WKH \HDU HQGHG 'F
PHPEHUV RI WKH )/7 H[FOXGLQJ WKARL QIO ANPIRXHIDE W E »WFR (PMLIOWGRUIR@D RD U\ D C
» PLORURQWKHU VKRUW WHUP EHQHILWY ZKLFK LV OLQNHG WR WKH )<
WDUJHW WHW RPIHHOIRIARQKDUH EDVHG FRPSHQVDWLRQ LQ UHODWLRQ WR 368V |
,QFHQWLYH 30DQV DQG RWXKHUPV® DRIKRQEKWHGU BXH
FROWULEXWLRQV WR SHQVLRQ IXQGV 7KH 368 DQG 568 DZDUGV ZLOO YHVW
FRQWLQXHG HPSOR\PHQW DQG IRU WKH 368 DZDUGVY WR WKH DFKLHYHPH
$GMXVWHG (%,7'$ DQG (6* UHODWHG )DFWRU *RDO IRU /7, 30DQ

*LYHQ L )HUUDULpV ILUVW SODFH SRVLWLRQLQJ LQ WKH 765 UDQNLQ

RI SHUFHQW RI WKH WDUJHW 368V DZDUGHG LL WKH UHVXOW RI WKH {
DQG LLL WKH SDUWLDO DFKLHYHPHQW RI (6* )DFWRU IRU WKH YHVWL(
WKH SHUIRUPDQFH SHULRG IURP WR HQGLQJ RQ 'HFHPEHU
PHPEHUYV

'LUHFWRU DQG 2IILFHU 2YHUODSYV

7TKHUH DUH RYHUODSY DPRQJ FHUWDLQ 'LUHFWRUYVY DQG RIILFHUV RI 6W
LOQGLYLGXDOV RZH GXWLHV ERWK WR XV DQG WR WKH RWKHU FRPSDQLHV
FHUWDLQ FRQIOLFWYVY RI LOQOWHUHVW DV IRU HIDPSOH WKHVH LQGLYLGXDOV
JHUUDUL DQG VXFK RWKHU FRPSDQLHV RU EXVLQHVV WUDQVDFWLRQV DUH
DQ LQWHUHVW VXFK DV )HuuUuDULpV DUUDQJHPHQW QRZ WHUPLQDWHG WI
(ONDQQ RXU ([HFXWLYH &KDLUPDQ LV DOVR WKH ([HFXWLYH &KDLUPDQ RI ¢
JHEUXDU\ ([RU KHOG DSSURBHDMHHON RI RXU RXWVWDQGLQJ FRPPRQ VKD
SHUFHQW RI WKH YRWLQJ SRZHU LQ WKH &RPSDURH QWL R HW KH KRO/GWWDS BALRY
6WHOODQWLY EDVHG RQ ([RUpvV ODWHVW SXEOLF ILOLQJY DYDLODEOH 7
FDOFXODWHG EDVHG RQ WKH QXPEHU RI RXWV3DQIKLO@F WRDVYHSL \ONHW URIO Y
&RPPRQ 6KDUHV+*:H PD\ KDYH SRWHQWLDO FRQIOLFWYVY RI LQWHUHVW ZLWK 6



&ERQWUROV DQG 3URFHGXUHYV

'LVFORVXUH &RQWUROV DQG 3URFHGXUHYV

8QGHU WKH VXSHUYLVLRQ DQG ZLWK WKH SDUWLFLSDWLRQ RI RXU P
&KLHI )LODQFLDO 2IILFHU ZH FRQGXFWHG DQ HYDOXDWLRQ RI WKH HIIHFW
'"HFHPEHU SXUVXDQW WR ([FKDQJH $FW 5XOH D E %DVHG RQ WKDW H
&KLHI )LQDQFLDO 2IILFHU FRQFOXGHG WKDW RXU GLVFORVXUH FRQWUROV |
WKDW LQIRUPDWLRQ UHTXLUHG WR EH GLVFORVHG LQ RXU ([FKDQJH $FW |L(
WKH WLPH SHULRGVYV VSHFLILHG LQ WKH 6(&pV UXOHY DQG IRUPY DQG WKDW
PDQDJHPHQW LQFOXGLQJ RXU &KLHI ([HFXWLYH 2IILFHU DQG &KLHI )LQDQF
UHJDUGLQJ UHTXLUHG GLVFORVXUH

ODQDIJHPHQWMPVY 5HSRUW RQ ,QWHUQDO &4RQWURO RYHU )LQDQFLDO 5HSRUWIL

7KH &RPSDQ\uV PDQDJHPHQW LV UHVSRQVLEOH IRU HVWDEOLVKLQJ DQ:
UHSRUWLQJ 7KH &RPSDQ\uV LQWHUQDO FRQWURO V\VWHP ZDV GHVLJQHG \
DQG IDLU SUHVHQWDWLRQ Rl SXEOLVKHG |L®BRRLOW L\QW DBWHDRIHEDW\E L Q DF FR

$00 LQWHUQDO FRQWURO V\VWHPV QR PDWWHU KRZ ZHOO GHVLJQHG
GHWHUPLQHG WR EH HIIHFWLYH FDQ SURYLGH RQO\ UHDVRQDEOH DVVXULI
SUHVHQWDWLRQ LQ DBFFRX®MMQARH FMNDQ OB 6 GV

ODQDJHPHQW DVVHVVHG WKH HIIHFWLYHQHVV RI WKH &RPSDQ\pV L(
'"HFHPEHU XVLQJ WKH FULWHULD VHW IRUWK LQ WKH 2, QWHUQDO &RQWL
&RPPLWWHH RI 6SRQVRULQIUDUIMDERRKR P WL RICRQ RK26RH %DVHG RQ WKDW DV
EHOLHYHV WKDW DV RWKH BRPIBSDQ\pY LQWHUQDO FRQWURO RYHU ILQDQFLCLC

7TKH &RPSDQ\pV LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUF
&RPSDQ\pV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ 7KDW UHSRL

&KDQJHV LQ ,QWHUQDO &RQWURDO

1R FKDQJH WR RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHWRDWLQ.
KDV PDWHULDOO\ DIITIHFWHG RU LV UHDVRQDEO\ OLNHO\ WR PDWHULDOO\ DI



5(3257 2) ,1'(3(1'(17 5(*,67(5(' 38%/,& $&&2817,1* ),50
7R WKH VKDUHKROGHUV DQG WKH %RDUG RI 'LUHFWRUV RI )HUUDUL 1 9
2SLQLRQ RQ ,QWHUQDO &RQWURO RYHU )LQDQFLDO 5HSRUWLQJ

‘H KDYH DXGLWHG WKH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ F
'"HFHPEHU EDVHG RQ FULWHULD HVWDEOLVKHG LQ ,OQOWHUQDO &RQWUF
&RPPLWWHH RI 6SRQVRULQJ 2UJDQL]DWLRQV RI WKH 7UHDGZD\ &RPPLVVLRQ
DOO PDWHULDO UHVSHFWYV HIIHFWLYH LQWHUQDO FRQWURO RYHU ILQDQFLL
LQ  QWHUQDO &RQWURO * QWHJUDWHG )J)UDPHZRUN LVVXHG E\ &262

‘H KDYH DOVR DXGLWHG LQ DFFRUGDQFH ZLWK WKH VWDQGDUGYV RI WKH 3X
3&%$2% WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DV RI DQG IRU WKH
UHSRUW GDWHG )HEUXDU\ H[SUHVVHG DQ XQTXDOLILHG RSLQLRQ RQ

%DVLV IRU 2SLQLRQ

7TKH &RPSDQ\pVY PDQDIJHPHQW LV UHVSRQVLEOH IRU PDLQWDLQLQJ HIIHFWLY
DVVHVVPHQW RI WKH HIITHFWLYHQHVYVY RI LOQWHUQDO FRQWURO RYHU ILQDQF!
5HSRUW RQ ,QWHUQDO &RQWURO RYHU )LQDQFLDO 5HSRUWLQJ® 2XU UHVSR
FROQOWURO RYHU ILQDQFLDO UHSRUWLQJ EDVHG RQ RXU DXGLW :H DUH D SXE
UHTXLUHG WR EH LQGHSHQGHQW ZLWK UHVSHFW WR WKH &RPSDQ\ LQ DFFRL
UXOHV DQG UHJXODWLRQV RI WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ

‘H FRQGXFWHG RXU DXGLW LQ DFFRUGDQFH ZLWK WKH VWDQGDUGV RI WKH
WKH DXGLW WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU HIIHFWL
DOO PDWHULDO UHVSHFWYV 2XU DXGLW LQFOXGHG REWDLQLQJ DQ XQGHUVW
ULVN WKDW D PDWHULDO ZHDNQHVYV H[LVWV WHVWLQJ DQG HYDOXDWLQJ Wi
WKH DVVHVVHG ULVN DQG SHUIRUPLQJ VXFK RWKHU SURFHGXUHYV DV ZH FR
DXGLW SURYLGHYV D UHDVRQDEOH EDVLV IRU RXU RSLQLRQ

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

$ FRPSDQ\pV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV D SURFF
UHOLDELOLW\ RI ILQDQFLDO UHSRUWLQJ DQG WKH SUHSDUDWLRQ RI ILQDQF
DFFHSWHG DFFRXQWLQJ SULQFLSOHV $ FRPSDQ\pV LQWHUQDO FRQWURO RY
WKDW SHUWDLQ WR WKH PDLOQWHQDQFH RI UHFRUGY WKDW LQ UHDVRQDE
GLVSRVLWLRQV RI WKH DVVHWYVY RI WKH FRPSDQ\ SURYLGH UHDVRQDEOH
SHUPLW SUHSDUDWLRQ RI ILODQFLDO VWDWHPHQWY LQ DFFRUGDQFH ZLWK .
HISHQGLWXUHV RI WKH FRPSDQ\ DUH EHLQJ PDGH RQO\ LQ DFFRUGDQFH ZLW
FRPSDQ\ DQG SURYLGH UHDVRQDEOH DVVXUDQFH UHJDUGLQJ SUHYHQWL
GLVSRVLWLRQ RI WKH FRPSDQ\pvY DVVHWYV WKDW FRXOG KDYH D PDWHULDO |

%HFDXVH Rl LWV LQKHUHQW OLPLWDWLRQV LQWHUQDO FRQWURO RYHU ILQ
SURMHFWLRQV RI DQ\ HYDOXDWLRQ RI HIITHFWLYHQHVV WR IXWXUH SHULRGYV
EHFDXVH RI FKDQJHV LQ FRQGLWLRQV RU WKDW WKH GHJUHH Rl FRPSOLDQ]
V '(/2,77( 728&+( 6 S $

%RORJQD ,WDO\
YHEUXDU\
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5(3257 2) ,1'(3(1'(17 5(*,67(5(' 38%/,& $&&2817,1* ),50

7R WKH VKDUHKROGHUY DQG WKH %RDUG RI 'LUHFWRUV RI )HUUDUL 1 9

2SLQLRQ RQ WKH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

‘H KDYH DXGLWHG WKH DFFRPSDQ\LQJ FRQVROLGDWHG VWDWHPHQWYV RI ILQ

2&RPSDQ\* DV RI '"HFHPEHU DQG WKH UHODWHG FRQVROLGDWHG L
FRPSUHKHQVLYH LQFRPH DQG FRQVROLGDWHG VWDWHPHQWY RI FKDQJHV L!
SHULRG HQGHG '"HFHPEHU DQG WKH UHODWHG QRWHV FROOHFWLYHO
RXU RSLQLRQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY SUHVHQW IDL
&RPSDQ\ DV RI '"HFHPEHU DQG DQG WKH UHVXOWYV RI LWV RSHUDW
WKH SHULRG HQGHG '"HFHPEHU LQ FRQIRUPLW\ ZLWK ,)56 $FFRXQWLQ.

$FFRXQWLQJ 6WDQGDUGYV %RDUG ,%$6%

‘H KDYH DOVR DXGLWHG LQ DFFRUGDQFH ZLWK WKH VWDQGDUGYV RI WKH 3X
3&%$2% WKH &RPSDQ\pV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQ.
, QWHUQDO &RQWURO = QWHJUDWHG )UDPHZRUN LVVXHG E\ WKH &RPPL
&RPPLVVLRQ DQG RXU UHSRUW GDWHG )HEUXDU\ H[SUHVVHG DQ XQTHX
RYHU ILQDQFLDO UHSRUWLQJ

%DVLV IRU 2SLQLRQ

7KHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH WKH UHVSRQVLELOLW
DQ RSLQLRQ RQ WKH &RPSDQ\pV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
UHJLVWHUHG ZLWK WKH 3&$2% DQG DUH UHTXLUHG WR EH LQGHSHQGHQW ZL
IHGHUDO VHFXULWLHYV ODZV DQG WKH DSSOLFDEOH UXOHV DQG UHJXODWLR

‘H FRQGXFWHG RXU DXGLWY LQ DFFRUGDQFH ZLWK WKH VWDQGDUGYV RI WKH
WKH DXGLW WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU WKH FR
PLVVWDWHPHQW ZKHWKHU GXH WR HUURU RU IUDXG 2XU DXGLWV LQFOXGH
PLVVWDWHPHQW RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ZKHWKF
WR WKRVH ULVNV 6XFK SURFHGXUHV LQFOXGHG H[DPLQLQJ RQ D WHVW ED
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY 2XU DXGLWYV DOVR LQFOXGHG HY
HVWLPDWHYVY PDGH E\ PDQDJHPHQW DV ZHOO DV HYDOXDWLQJ WKH RYHUDOUC
EHOLHYH WKDW RXU DXGLWV SURYLGH D UHDVRQDEOH EDVLV IRU RXU RSLQ|

&ULWLFDO $XGLW ODWWHU

7KH FULWLFDO DXGLW PDWWHU FRPPXQLFDWHG EHORZ LV D PDWWHU DULVL(
VWDWHPHQWY WKDW ZDV FRPPXQLFDWHG RU UHTXLUHG WR EH FRPPXQLFDW
GLVFORVXUHV WKDW DUH PDWHULDO WR WKH FRQVROLGDWHG ILQDQFLDO V\
RU FRPSOH[ MXGJPHQWV 7KH FRPPXQLFDWLRQ RI FULWLFDO DXGLW PDWWH
ILQDQFLDO VWDWHPHQWY WDNHQ DV D ZKROH DQG ZH DUH QRW E\ FRPPXC
RSLOQLRQ RQ WKH FULWLFDO DXGLW PDWWHU RU RQ WKH DFFRXQWYVY RU GLVF

, QWDQJLEOH DVVHWYV ° GHYHORSPHQW FRVWYV * 5HIHU WR 1RWHV DQG W |
&ULWLFDO $XGLW ODWWHU '"HVFULSWLRQ

7KH ILQDQFLDO VWDWHPHQWY DV RI '"HFHPEHU LQFOXGH ,QWDQJLEOH
D QHW FDUU\LQJ DPRXQW RI (XUR PLOOLRQ

'HYHORSPHQW FRVWV IRU FDU SURGXFWLRQ DQG UHODWHG FRPSRQHQWV H
FRQGLWLRQV XQGHU ,$6 ,QWDQJLEOH $VVHWV DUH PHW LQFOXGLQJ DPF
UHOLDEO\ LL WKH WHFKQLFDO IHDVLELOLW\ Rl WKH SURGXFW HVWLPDWH



GHYHORSPHQW H[SHQGLWXUH ZLOO JHQHUDWH IXWXUH HFRQRPLF EHQHILWYV
GHYHORSPHQW DQG WKH DELOLW\ WR XVH WKH LOQWDQJLEOH DVVHW $00 RV

‘H LGHQWLILHG '"HYHORSPHQW FRVWY DV D FULWLFDO DXGLW PDWWHU EHFD
PDNHV ZKHQ GHWHUPLQLQJ LI D SURMHFW KDV PHW WKH ,$6 FRQGLWLRQV
LOFOXGLQJ WKH LOQWHQWLRQ WR FRPSOHWH WKH GHYHORSPHQW DQG WKH D
HISHFWHG IXWXUH HFRQRPLF EHQHILW 7KLV UHTXLUHG D KLJK GHJUHH RI D
SHUIRUPLQJ DXGLW SURFHGXUHVY WR HYDOXDWH WKH UHDVRQDEOHQHVV RI

RU H[SHQVH RI '"THYHORSPHQW FRVWYV

+RZ WKH &ULWLFDO $XGLW ODWWHU :DV $GGUHVVHG LQ WKH $XGLW

2XU DXGLW SURFHGXUHVY UHODWHG WR PDQDIJHPHQWMPY MXGIJPHQWY UHJDUG
LOQFOXGHG WKH IROORZLQJ DPRQJ RWKHUYV

¥ HHYDOXDWHG PDQDIJHPHQWUY SROLFLHY DQG SURFHGXUHV IRU LGHQV
FULWHULD XVHG IRU FDSLWDOL]DWLRQ LQFOXGLQJ WKH FRQVLVWHQF\ "

+ :H WHVWHG WKH HIIHFWLYHQHVV RI FRQWUROV RYHU WKH FDSLWDOL]H:
YHULILFDWLRQ RI FDSLWDOL]DWLRQ UHTXLUHPHQWY SURGXFW LQLWLC
PRQLWRULQJ

¥ ‘:HREWDLQHG DQG DQDO\|HG WKH GHWDLOV RI WKH FDSLWDOL]JHG '"HYH
DGGLWLRQV DQG UHFODVVLILFDWLRQV IURP FRVWYV LQ SURJUHVV W

JRU DGGLWLRQV ZH YHULILHG WKDW FDSLWDOL]J]HG SURMHFWY PHW ,$6
YLDEOH WKURXJK

° $QDO\WLV RI SURMHFW GHWDLOV LQFOXGLQJ HYLGHQFH RI HIWHUQC
° 7THVWLQJ VXSSRUWLQJ HYLGHQFH LQFOXGLQJ LQYRLFHVY DQG WLPFE

° ,Q DGGLWLRQ IRU WKH VHOHFWHG QHZ FDSLWDOL]J]HG SURMHFWYV .
LQVSHFWHG VXSSRUWLQJ GRFXPHQWDWLRQ WR DVVHVV WKH QDW>)>

‘H YHULILHG WR WKH VXSSRUWLQJ HYLGHQFH WKDW UHFODVVLILFDWLR
FRVWY DPRUWL]HG ZHUH DSSURSULDWH

+¥ 'HHYDOXDWHG WKH UHDVRQDEOHQHVYV RI PDQDJHPHQWUY HVWLPDWHYV
FRQVLGHULQJ WKH LPSDFWV RI FKDQJHVY LQ WKH UHJXODWRU\ HQYLURC

° ,QTXLULQJ RI WKH &RPSDQ\ V HIHFXWLYHV WR XQGHUVWDQG WKH
UHODWHG WR WHVWHG GHYHORSPHQW SURMHFWYV

° &RPSDULQJ *URXSpuV IRUHFDVW UHYHQXH (%,7'$ 2SHUDWLQJ 3URI
DFWXDO UHVXOWV WR HYDOXDWH PDQDJHPHQWMPYV DELOLW\ WR DFI

° (YDOXDWLQJ KLVWRULFDO WUHQGV LQ UHYHQXH DQG WKH DVVRFL
DPRUWL]DWLRQ

¥ ‘HYHULILHG RQ D VDPSOH EDVLV WKDW WKH FRVWY UHFRUGHG DV UH
IRU FDSLWDOL]DWLRQ DQG WKHUHIRUH QRW LQFOXGHG LQ FDSLWDOL]I

V'(/2,77( 728&+( 6 S $

%RORJQD ,WDO\
YHEUXDU\

‘H KDYH VHUYHG DV WKH &RPSDQ\ V DXGLWRU VLQFH



YHUUDUL 1 9
&2162/,'$7(' ,1&20( 67$7(0(17
IRU WKH \HDUV HQGHG 'HF HDREH U

JRU WKH \HDUV HQGHG '"HFHPEHL

1RWH

» WKRXVDQG
1HW UHYHQXHYV
&RVW RI VDOHV
6HOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH FRVWYV
5HVHDUFK DQG GHYHORSPHQW FRVWYV
2WKHU H[SHQVHV QHW
5HVXOW IURP LQYHVWPHQWYV
2SHUDWLQJ SURILW (%,7
JLQDQFLDO LQFRPH
JLQDQFLDO H[SHQVHV
JLODQFLDO H[SHQVHV LQFRPH QHW
3URILW EHIRUH WD[HV
,QFRPH WD[ H[SHQVH
1HW SURILW
1HW SURILW DWWULEXWDEOH WR
2ZQHUV Rl WKH SDUHQW
1RQ FRQWUROOLQJ LQWHUHVWYV

%DVLF HDUQLQJV SHU FRPPRQ VKDUH LQ »
'LOXWHG HDUQLQJV SHU FRPPRQ VKDUH LQ »

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKH &RQV



YHUUDUL 1 9
&2162/,'$7(' 67$7(0(17 2) &2035(+(16,9( ,1&20(
IRU WKH \HDUV HQGHG 'HF HDREH U

JRU WKH \HDUV HQGHG '"HFHPEHL

1RWH

» WKRXVDQG
1HW SURILW

,\WHPV WKDW ZLOO QRW EH UHFODVVLILHG WR WKH FRQVROLGDWHG LQFRPH VWDWH
VXEVHTXHQW SHULRGYV

*DLQV /RVVHV RQ UHPHDVXUHPHQW RI GHILQHG EHQHILW SODQV
5HODWHG WD[ LPSDFW

7TRWDO LWHPV WKDW ZLOO QRW EH UHFODVVLILHG WR WKH FRQVROLGDWHG LQFRPH
VWDWHPHQW LQ VXEVHTXHQW SHULRGYV

,WHPV WKDW PD\ EH UHFODVVLILHG WR WKH FRQVROLGDWHG LQFRPH VWDWHPHQW 1
VXEVHTXHQW SHULRGV

*DLQV /RVVHV RQ FDVK IORZ KHGJLQJ LQVWUXPHQWYV
([FKDQJH GLIIHUHQFHY RQ WUDQVODWLQJ IRUHLJQ RSHUDWLRQV
5HODWHG WD[ LPSDFW

7TRWDO LWHPV WKDW PD\ EH UHFODVVLILHG WR WKH FRQVROLGDWHG LQFRPH
VWDWHPHQW LQ VXEVHTXHQW SHULRGYV

7RWDO RWKHU FRPSUHKHQVLYH LQFRPH ORVV QHW RI WD]
7RWDO FRPSUHKHQVLYH LQFRPH
7RWDO FRPSUHKHQVLYH LQFRPH DWWULEXWDEOH WR
2ZQHUV Rl WKH SDUHQW
1RQ FRQWUROOLQJ LQWHUHVWYV

7KH DFFRPSDQ\LQJ QRWHYVY DUH DQ LQWHJUDO SDUW RI WKH &RQV



YHUUDUL 1 9
&2162/,'$7(' 67$7(0(17 2) ),1$1&,$/ 326,7,21
DW 'HFHPEHUDQG

$W '"HFHPEHU

1RWH

» WKRXVDQG
$VVHWYV

*RRGZLOO

,QWDQJLEOH DVVHWYV

3URSHUW\ SODQW DQG HTXLSPHQW
,QYHVWPHQWY DQG RWKHU ILQDQFLDO DVVHWYV
'"HIHUUHG WD[ DVVHWYV

7RWDO QRQ FXUUHQW DVVHWYV

,QYHQWRULHV

7UDGH UHFHLYDEOHYV
5SHFHLYDEOHV IURP ILQDQFLQJ DFWLYLWLHYV
7D[ UHFHLYDEOHYV

2WKHU FXUUHQW DVVHWYV

&XUUHQW ILQDQFLDO DVVHWYV

&DVK DQG FDVK HTXLYDOHQWYV

7RWDO FXUUHQW DVVHWV

7RWDO DVVHWYV

(TXLW\ DQG OLDELOLWLHV

(TXLW\ DWWULEXWDEOH WR RZQHUV Rl WKH SDUHQW
1RQ FRQWUROOLQJ LQWHUHVWYV

7RWDO HTXLW\

(PSOR\HH EHQHILWYV

3URYLVLRQV

'"HIHUUHG WD[ OLDELOLWLHYV

'"HEW

2WKHU OLDELOLWLHV

2WKHU ILQDQFLDO OLDELOLWLHYV
7UDGH SD\DEOHYV

7D[ SD\DEOHV

7RWDO HTXLW\ DQG OLDELOLWLHYV

7KH DFFRPSDQ\LQJ QRWHV DUH DQ LQWHJUDO SDUW Rl WKH &RQV



JHUUDUL 1 9
&2162/,'$7(' 67$7(0(17 2) &$6+ )/2:6
IRU WKH \HDUV HQGHG 'HF HDREH U

JRU WKH \HDUV HQGHG 'HFHPEH!

1RWH

» WKRXVDQG
&DVK DQG FDVK HTXLYDOHQWY DW WKH EHJLQQLQJ RI WKH \HDU

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHV
1HW SURILW
QFRPH WD[ H[SHQVH
$PRUWL]DWLRQ DQG GHSUHFLDWLRQ
3URYLVLRQ DFFUXDOV
5HVXOW IURP LQYHVWPHQWYV
J)LQDQFLDO LQFRPH
JLQDQFLDO H[SHQVHV
2WKHU QRQ FDVK H[SHQVHV QHW
&KDQJH LQ LQYHQWRULHV
&KDQJH LQ WUDGH UHFHLYDEOHYV
&KDQJH LQ WUDGH SD\DEOHV
&KDQJH LQ UHFHLYDEOHYV IURP ILQDQFLQJ DFWLYLWLHV
&KDQJH LQ RWKHU RSHUDWLQJ DVVHWY DQG OLDELOLWLHYV
JLQDQFH LQFRPH UHFHLYHG
JLQDQFH FRVWYV SDLG
,QFRPH WD[ SDLG
7RWDO FDVK IORZV IURP RSHUDWLQJ DFWLYLWLHV

&DVK IORZV XVHG LQ LOQYHVWLQJ DFWLYLWLHV
L QYHVWPHQWV LQ LOQWDQJLEOH DVVHWYV
,OQYHVWPHQWYV LQ SURSHUW\ SODQW DQG HTXLSPHQW
$FTXLVLWLRQ RI VXEVLGLDU\ DQG RWKHU LQYHVWPHQWYV + +
3URFHHGV IURP WKH VDOH RI SURSHUW\ SODQW DQG HTXLSPHQW DQG LQWDQJLEOH DVVHW
7RWDO FDVK IORZV XVHG LQ LQYHVWLQJ DFWLYLWLHYV

&DVK IORZV XVHG LQ ILQDQFLQJ DFWLYLWLHYV
5HSD\PHQWV RI ERQGYV DQG QRWHYV
3URFHHGV IURP ERQGV DQG QRWHYV
5HSD\PHQWV RI VHFXULWL]DWLRQV
3URFHHGV IURP VHFXULWL]DWLRQV
5HSD\PHQWV RI ERUURZLQJV IURP EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV
3URFHHGV IURP ERUURZLQJV IURP EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV
5HSD\PHQWV RI RWKHU GHEW
3URFHHGV IURP RWKHU GHEW
5HSD\PHQWV RI OHDVH OLDELOLWLHYV
'‘LYLGHQGYV SDLG WR RZQHUV Rl WKH SDUHQW
‘'LYLGHQGYV SDLG WR QRQ FRQWUROOLQJ LQWHUHVWYV
6KDUH UHSXUFKDVHYV

7RWDO FDVK IORZV XVHG LQ ILQDQFLQJ DFWLYLWLHYV

I+

I+
I+

7TUDQVODWLRQ H[FKDQJH GLITHUHQFHV

7TRWDO FKDQJH LQ FDVK DQG FDVK HTXLYDOHQWYV
&DVK DQG FDVK HTXLYDOHQWY DW WKH HQG RI WKH \HDU

7KH DFFRPSDQ\LQJ QRWHV DUH DQ LQWHJUDO SDUW Rl WKH &RQV



YHUUDUL 1 9
&2162/,'$7(' 67$7(0(17 2) &+$1*(6 ,1 (48,7<
IRU WKH \HDUV HQGHG 'HF HDREH U

SKDUHADUDLQEGVK 10RXUUHQENPHDY XY e
QLQ LEX o
FDSLWDQG RWKHHGIHNUIDOVODIRL BRI SEXF
UHVHUY HUYGHLIIHUHQEHgH @%%H UHV
QW

» WKRXVDQG
$W 'HFHPEHU

1HW SURILW + + + +

2WKHU FRPSUHKHQVLYH ORVV

LQFRPH

7RWDO FRPSUHKHQVLY#H LQFRPH

'LYLGHQGV WR RZQHUV, RI WKH . . . .
SDUHQW * * * *
'LYLGHQGV WR QRQ FRQWUROOLQJ . N N .
LQWHUHVWYV * * * *

6KDUH UHSXUFKDVHV + + + +
6KDUH EDVHG FRPSHQ¥DWLRQ + + + +
$W 'HFHPEHU

1HW SURILW + + + +

2WKHU FRPSUHKHQVLYH ORVV

LQFRPH

7RWDO FRPSUHKHQVLY#H LQFRPH

'LYLGHQGV WR RZQHUV, RI WKH . . . .
SDUHQW * * * *
'LYLGHQGV WR QRQ FRQWUROOLQJ N N N N
LQWHUHVWYV * * * *

6KDUH UHSXUFKDVHV + + + +
6KDUH EDVHG FRPSHQ¥DWLRQ + + + +
2WKHU PRYHPHQWV + + + + +
$W 'HFHPEHU

1HW SURILW + + + +

2WKHU FRPSUHKHQVLYH LQFRPH

ORVV

7RWDO FRPSUHKHQVLY#H LQFRPH

'LYLGHQGV WR RZQHUV, RI WKH . . . .
SDUHQW * * * *
'LYLGHQGV WR QRQ FRQWUROOLQJ N N N N
LQWHUHVWYV * * * *

6KDUH UHSXUFKDVHV + + + +
6KDUH EDVHG FRPSHQ¥DWLRQ + + + +
2WKHU PRYHPHQWV % + + +

$W '"HFHPEHU

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKH &RQV
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%%$&.*5281" $1' %$6,6 2) 35(3$5%7,21
%DFNJURXQG

JHUUDUL LV DPRQJ WKH ZRUOGUV OHD GH QU DX KHI9 HE QD QsINH UTHKHS DF RV IDY
WKH 2&RPSDQ\* DQG WRIJHWKHU ZLWK LWV VXEVLGLDULHV WKH 2*URXS3 DUH
OX[XU\ SHUIRUPDQFH VSRUWYV FDUV 7KH FDUV DUH GHVLIJQHG HQJLQHHUHC
DSSUR[LPDRDHUWNHWY ZRUOGZLGH WKDRWKR D LOHGV GRADNOFINV RVYHRID WD QH 7K't
EUDQG LV OLFHQVHG WR D VHOHFWHG QXPEHU RI SURGXFHUV DQG UHWD
PHUFKDQGLVH DOVR VROG WKWURXIK RZQHWZRBUNHRW O\ IRBHRKDLWHG VWRUH
'"HFHPEHU DV ZHOO DV RQ )HuUuDULpV ZHEVLWH 7R IDFLOLWDWH WKH VD
YDULRXV IRUPV RI ILQDQFLQJ WR FOLHQWY DV ZHOO DV WR GHDOHUV LQ
DJUHHPHQWY ZLWK ILQDQFLDO LQVWLWXWLRQV )HUUDUL DOVR SDUWLFLSD
JHUUDUL WHDP DQG WKH :RUOG (QGXUDQFH &KDPSLRQVKLS WKURXJK LWV ]
FRUH HOHPHQW RI )HUUDUL PDUNHWLQJ DQG SURPRWLRQDO DFWLYLWLHV
WHFKQRORJLFDO DGYDQFHPHQW RI )HUUDULpV SURGXFW SRUWIROLR

%DVLV RI SUHSDUDWLRQ
$XWKRUL]DWLRQ RI FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG FRPSOLL

7KHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV RI JHUUDUL 1 9 ZHU
YHEUXDU\

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV KB Y$#F FERDHIDWV & Q B SSDAUIHGE
2 )56 $SFFRXQWLQJ 6WDQGDUGV?® DV LVVXHG E\ WKH ,QWHUQDWLRQDO $FFR
BWDQGDUGY DV DGRSWHG E\ WKH (XURSHDQ 8QLRQ UHIHUHQFHV WR ,)56
BWDQGDUGYV DV LVVXHG E\ WKH ,$6% DQG ,)56 $FFRXQWLQJ 6WDQGDUGV C
RWKHUZLVH 7KHUH LV QR HIIHFW RQ WKHVH FRQVROLGDWHG ILQDQFLDO V\
6WDQGDUGYV DV LVVXHG E\ ,$6% DQG ,)56 $FFRXQWLQJ 6WDQGDUGV DV DG
$FFRXQWLQJ 6WDQGDUGY DOVR LQFOXGHV $S@GWBQGQGDWG R ® DIV $FHFBE DVL Y K 16

WKH ,QWHUQDWLRQDO )LQDQFLDO 5HSR &MU, SYNHFUCSWS RV B EDAMOAZR\RER R O \

7TKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHSDUHG RQ D JR
PRGLILHG DV UHTXLUHG E\ ,)56 $FFRXQWLQJ 6WDQGDUGYV IRU WKH PHDVX
JHQHUDOO\ PHDVXUHG DW IDLU YDOXH

7TKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHVHQWHG LQ (X
XQOHVV RWKHUZLVH VWDWHG DPRXQWY DUH SUHVHQWHG LQ WKRXVDQGV RI

0$7(5,$/ $&&2817,1* 32/,&,(6
JRUPDW Rl WKH ILQDQFLDO VWDWHPHQWYV

7TKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGH WKH FRQVR
FRPSUHKHQVLYH LQFRPH FRQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRV
VWDWHPHQW RI FKDQJHV LQ HTXLW\ DQG WKH DFFRPSDQ\LQJ QRWHV UH
6WDWHPHQWYV?3

JRU SUHVHQWDWLRQ RI WKH FRQVROLGDWHG LQFRPH VWDWHPHQW W
H[SHQVHY DV LW LV PRUH UHSUHVHQWDWLYH RI WKH IRUPDW XVHG IRU LQ
ZLWK LQWHUQDWLRQDO SUDFWLFH ,Q WKH FRQVROLGDWHG LQFRPH VWDWH
LQWHUHVW DQG WD[HV ZKLFK LV UHIHUUHG WR DV RSHUDWLQJ SURILW (%,
EHIRUH WD[HV DULVLQJ IURP RSHUDWLQJ LWHPVY DQG WKRVH DULVLQJ IURP
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SULPDU\ PHDVXUHV XVHG E\ WKH %RDUG RI 'LUHFWRUV WKH *URXSpuV 2&KLI
2SHUDWLQJ M HRPHV/QYWVYV SHUIRUPDQFH DQG DOORFDWH UHVRXUFHYV

JRU SUHVHQWDWLRQ RI WKH FRQVROLGDWHG VWDWHPHQW RI ILQDQFL
FXUUHQW DQG QRQ FXUUHQW DVVHWY DQG OLDELOLWLHVY DV SHUPLWWHG
JLQDQFLDO 6WDWHPHQWY LQFOXGH ERWK LQGXVWULDO DQG ILQDQFLDO V
LQFOXGHG LQ FXUUHQW DVVHWY DV WKH LQYHVWPHQWY ZLOO EH UHDOL]F
VHUYLFHYV DFWLYLWLHYV LV SULPDULO\ REWDLQHG WKURXJK VHFXULWL]DWL
FRPSDQLHV 7KLV ILQDQFLDO VHUYLFH VWUXFWXUH ZLWKLQ WKH *URXS GRF
ILQDQFLDO VHUYLFHVY RSHUDWLRQV ZKRVH DVVHWY DUH UHSRUWHG ZLWKL
SUHVHQWDWLRQ RI ILQDQFLDO OLDELOLWLHY DV FXUUHQW RU QRQ FXUUHQ\
FRPSDULVRQ ZLWK ILQDQFLDO DVVHWV ZKLFK DUH FDWHJRUL]J]HG RQ WKH E
GDWH RI WKH YDULRXV FRPSRQHQWY RI GHEW LV SURYLGHG LQ 1RWH

7TKH FRQVROLGDWHG VWDWHPHQW RI FDVK IORZY¥DWK SIORVN QRDHDE KM L €
RSHUDWLQJ LQYHVWLQJ RU ILQDQFLQJ DFWLYLWLHYV

1HZ DPHQGPHQWYV HIIHFWLYH IURP -DQXDU\

7KH IROORZLQJ QHZ DPHQGPHQWYV HIZIHEFMW IDYGR SMWRPG-BQ WIKWH\ *URXS IRU
WKHVH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

,Q $XIXVW WKH ,$6% LVVXHG DRHQGIMFQWVRWRKBOIHE LQ YRUHLJIC
IDFN RI ([FKDQYHD FIODIWNI\ KRZ DQ HQWLW\ KDV WR DSSO\ D FRQVLVWHQW
H[FKDQJHDEOH LQWR DQRWKHU FXUUHQF\ DQG ZKHQ LW LV QRW WR GHWH
7KH DPHQGPHQWY ZHUH HIIHFWLYH IRU WKH *URXS IURP -DQXDU\ DQG

,Q 'HFHPEHU WKH ,$6% LVVXHG $PHQGPHQWYVY IRU QDWXURMS56HSHQG
+ J)LOQDQFLDO ,QQWUXRHIWYQFLDO ,QVWUXRHRWMOSL¥FREBDRQUHV EHWWHU |
HITHFWV Rl QDWXUH GHSHQGHQW HOHFWULFLW\ FRQWUDFWYV ZKLFK DUH RIV
RI WKH LQFUHDVHG XVH RI WKHVH FRQWUDFWY 7KH DPHQGPHQWY DUH HIIH]
WKH DPHQGPHQWY VWDUWLQJ IURP WKH WKLUG TXDUWHU RI LQ UHODW
GXULQJ WKH SHULRG

1HZ VWDQGDUGY DQG DPHQGPHQWY QRW \HW HIIHFWLYH

7TKH VWDQGDUGY DQG DPHQGPHQWYV LVVXHG E\ WKH ,$6RUWKCEN HZILDOHC
\HDUV DUH OLVWHG EHORZ

,Q $SULO WKH ,$6% LSUMMBQWIBWLREY) DQG 'LVFORVXSHLP@ULQDQ]
UHVSRQVH WR LQYHVWRUVH FRQFHUQV DERXW FRPSDUDELOLW\ DQG WUDQ\
,$6 BUHVHQWDWLRQ RI )LQIDQALDRQJ6VWRMEEBBQMDQ\ Rl WKH UHTXLUHPHQ
FRPSOHPHQWLQJ WKHP ZLWK QHZ UHTXLUHPHQWYV ,Q DGGLWLBBFRRPWLGSH

3ROLFLHV &KDQJHV LQ $FFRXQMA® J) 66\ QEDIW HEB OD QIBV \WUIIXFPUINQWWY/ K H ILNPRRORHV X
,$6% KDV PDGH PLQRU DP HEMEPW 8 AIWQWRRISG.G \4K6)@REM QJV 3HU 6KDUH

,)56 LOQWURGXFHY QHZ UHTXLUHPHQWYV WR

SUHVHQW VSHFLILHG FDWHJRULHY DQG GHILQHG VXEWRWDOV LQ WKH V
SURYLGH GLVFORVXUHV RQ PDQDJHPHQW GHILQHG SHUIRUPDQFH PHDV.
DQG

¥ LPSURYH DJJUHJDWLRQ DQG GLVDJJUHJDWLRQ

+H +H

,)56 LV HIITHFWLYH IURP -DQXDU\ 7KH *URXS LV HYDOXDWLQJ W
VWDQGDUG DQG SHUIRUPLQJ D GHWDLOHG DVVHVVPHQW WR GHWHUPLQH WK
SURILW VXEWRWDO ZLOO FRPSO\ ZLWK WKH UHTXLUHPHQWYV RI1 ,)56
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7KH *URXS FXUUHQWO\ UHSRUWYV YDULRXV QRQ *$$3 ILQDQFLDO PHDV
PHDVXUHV WR LWV LQYHVWRUV WKDW PD\ PHHW WKH GHILQLWLRQ RI D P
LQFOXGLQJ (%,7'$ $GMXVWHG (%,7'$ $GMXVWHG 2SHUDWLQJ 3URILW $GM;
(DUQLQJV SHU &RPPRQ 6KDUH DQG $GMXVWHG 'LOXWHG (DUQLQJV SHU &
PHDVXUHV XQGHU ,)56 UHTXLUH VSHFLILF GLVFORVXUHV ZLWKLQ D QRWH
DVVHVVPHQW RI RWKHU PHDVXUHV WKDW DUH FXUUHQWO\ EHLQJ UHSRUWH ¢
WKH\ PHHW WKH GHILQLWLRQ RI D PDQDJHPHQW GHILQHG SHUIRUPDQFH PHD

,Q 0D\ WKH ,$6% LVVOXEYLBEDULHY ZLWKRXW 3XEOLRZKEFRXHWPE W
HOLJLEOH VXEVLGLDULHV WR XVH ,)56 $FFRXQWLQJ 6WDQGDUGV ZLWK UHGX
ILQDQFLDO VWDWHPHQWY DV ZHOO DV WR NHHS RQO\ RQH VHW RI DFFRXQW
WKH XVHUV RI WKHLU ILQDQFLDO VWDWHPHQWY ,Q $XJXVW WKH ,$6% I
GLVFORVXUH UHTXLUHPHQWY IRU QHZ DQG DPHQGHG ,)56 $FFRXQWLQJ 6WDC(
ZHUH QRW FRQVLGHUHG ZKHQ ,)56 ZDV ILUVW LVVXHG 7KH VWDQGDUG DC
DQG HDUOLHU DSSOLFDWLRQ LV SHUPLWWHG 7KH *URXS GRHV QRW H[SHFW

,Q 0D\ WKH ,$6% LVVXHG $PHQGPHQWY WR WKH &ODVVLILFDWLRQ L
DPHQGHG ,)56QDOFLDO ,QBUXBE)Q@ENQFLDO ,QVWUXPHQWK WIKH ORF XRIHVG
GLYHUVLW\ LQ SUDFWLFH E\ PDNLQJ WKH UHTXLUHPHQWY PRUH XQGHUVWDQ
UHFRJQLWLRQ DQG GHUHFRJQLWLRQ RI FHUWDLQ ILQDQFLDO DVVHWV DQG
VHWWOHG WKURXJK DQ HOHFWURQLF FDVK WUDQVIHU V\VWHP WR EH GHUHF
FODULI\ DQG DGG IXUWKHU JXLGDQFH IRU DVVHVVLQJ ZKHWKHU D ILQDQFLI
633, FULWHULRQ F DGG QHZ GLVFORVXUHV IRU FHUWDLQ LQVWUXPHQWYV
FHUWDLQ LQVWUXPHQWY ZLWK IHDWXUHV OLQNHG WR WKH DFKLHYHPHQW |
XSGDWH WKH GLVFORVXUHV IRU HTXLW\ LQVWUXPHQWY GHVLJQDWHG DW I
DPHQGPHQWY DUH HIIHFWLYH RQ RU DIWHU -DQXDU\ DQG HDUOLHU |
SRWHQWLDO LPSDFW IURP WKH DGRSWLRQ RI WKHVH DPHQGPHQWYV

,Q -XO0\ WKH $@@XDWVXMHSURYHPHQWY WR ,)56 $FFRYXE@WHIQ F RQAD D IG]
DPHQGPHQWY WR ILYH VWDQGDUGY DV UHVXOW RI ,$6%puV DQQXDO LPSURYH
WR PDNH QHFHVVDU\ EXW QRQ XUJHQW DPHQGPHQWYV WR ,)56 $FFRXQWLQ.
PDMRU SURMHFW 7KH DPHQGH)G&UMW YGPH G\GRIWLRBRI *QWHUQDWLRQDO
)56 YLQDQFLDO ,QVWUXPHRDW VW\L DFFRYESDEVHORQ LPSOHP)I56 W)HQIDQFE DO
,QVWUXPY»BWV&RQVROLGDWHG )LQ DQRL DB 6 WD W H P HQW \R 17 & B VIKP HIRGZPVH Q W V
HITHFWLYH RQ RU DIWHU -DQXDU\ DQG HDUOLHU DSSOLFDWLRQ LV SHL
WKH DGRSWLRQ Rl WKHVH DPHQGPHQWYV

,Q 1IRYHPEHU WKH ,$6% LVVXHG $PHQGPHQWY IRU WUDQVODWLRQ V
DPHQGHG ,$KH ¢IIHFWV Rl &KDQJHV LQ )RR EDD Y[FIK KRIHFRPBBYLHYV VKRXC
VWDWHPHQWYVY IURP D QRQ K\SHULQIODWLRQDU\ FXUUHQF\ LQWR D K\SHULC
-DQXDU\ DQG HDUOLHU DSSOLFDWLRQ LV SHUPLWWHG 7KH *URXS GF
DPHQGPHQWYV

,Q 1RYHPEHU WKH ,$6% LVVXHG LOOXVWUDWLYH H[DPSOHV RQ |
$PHQGPHQWVY WR ,00XVWUDWLYH ([DPSOHV RQ ,)56 )56 ,$6 ,$6
8QFHUWDLQWLHY LQ WKH )LQDQFLDO B6WDWHPHQWYV 7KHVH LOOXVWUDWL
$FFRXQWLQJ 6WDQGDUGYV ZKHQ UHSRUWLQJ WKH HIIHFWV Rl XQFHUWDLQWL
)56 $FFRXQWLQJ 6WDQGDUGY WKHVH LOOXVWUDWLYH H[DPSOHV GR QRW K
LPSOHPHQW DQ\ FKDQJHV LQ WKHLU UHSRUWLQJ RQ D WLPHO\ EDVLV 7KHU
UHVXOW RI WKHVH LOOXVWUDWLYH H[DPSOHYV

%DVLV RI FRQVROLGDWLRQ
6 XEVLGLDULHYV

6XEVLGLDULHY DUH HQWLWLHY RYHU ZKLFK WKH *URXS KDV FRQWURO
LQYHVWHH ZKHQ LW LV H[SRVHG WR RU KDV ULJKWV WR YDULDEOH UHWXL



JHUUDUL 1 9
127(6 72 7+( &2162/,'$7(" ),1$1&,%$/ 67$7(0(176

XVH LWV SRZHU RYHU WKH LQYHVWHH WR DIIHFW WKH DPRXQW RI WKH LQY
EDVLV I[URP WKH GDWH RQ ZKLFK WKH *URXS DFKLHYHVY FRQWURO 7KH *URX
DQG FLUFXPVWDQFHY LQGLFDWH WKDW WKHUH DUH FKDQJHVY WR RQH RU PR

7KH *URXS UHFRJQL]JHVY DQ\ QRQ FRQWUROOLQJ LQWHUHVWYV 21&,® LQ
HLWKHU DW IDLU YDOXH RU DW WKH QRQ FRQWUROOLQJ LQWHUHVWV VKDU
1HW SURILW RU ORVV DQG HDFK FRPSRQHQW RI RWKHU FRPSUHKHQVLYH LQ
WKH QRQ FRQWUROOLQJ LQWHUHVWY 7RWDO FRPSUHKHQVLYH LQFRPH OR\
WKH QRQ FRQWUROOLQJ LQWHUHVWY HYHQ LI WKLV UHVXOWV LQ WKH QRQ F

$00 LQWUD JURXS EDODQFHVY DQG WUDQVDFWLRQV DQG DQ\ XQUHDOL]
DUH HOLPLQDWHG LQ SUHSDULQJ WKH &RQVROLGDWHG )LQDQFLDO 6WDWHPI

6XEVLGLDULHY DUH GHFRQVROLGDWHG IURP WKH GDWH ZKHQ FRQWUR
VXEVLGLDU\ LW GHUHFRJQL]JHV WKH DVVHWYV LQFOXGLQJ DQ\ JRRGZLOO
GHUHFRJQL]JHV WKH FDUU\LQJ DPRXQW RI QRQ FRQWUROOLQJ LQWHUHVWYV |
FRQVLGHUDWLRQ UHFHLYHG IURP WKH WUDQVDFWLRQ $Q\ UHWDLQHG LQWH

, QWHUHVWY LQ DVVRFLDWHYV

$Q DVVRFLDWH LV DQ HQWLW\ RYHU ZKLFK WKH *URXS KDV VLJQLILFI
SDUWLFLSDWH LQ WKH ILQDQFLDO DQG RSHUDWLQJ SROLF\ GHFLVLRQV RI
WKRVH SROLFLHVY $VVRFLDWHY DUH DFFRXQWHG IRU XVLQJ WKH HTXLW\ P
REWDLQHG

8QGHU WKH HTXLW\ PHWKRG WKH LQYHVWPHQWY DUH LQLWLDOO\ UHF
*URXSpV VKDUH RI WKH SURILW ORVV DQG RWKHU FRPSUHKHQVLYH LQFRP!
SURILW ORVV LV UHFRJQL]JHG LQ WKH FRQVROLGDWHG LQFRPH VWDWHPHQ
DPRXQW RI WKH LQYHVWPHQW 3RVW DFTXLVLWLRQ PRYHPHQWYV LQ RWKH
FRPSUHKHQVLYH LQFRPH ORVV ZLWK D FRUUHVSRQGLQJ DGMXVWPHQW WR

8QUHDOL]JHG JDLQV RQ WUDQVDFWLRQV EHWZHHQ WKH *URXS DQG LW\
LQWHUHVW LQ WKH DVVRFLDWH 8QUHDOL]J]HG ORVVHV DUH DOVR HOLPLQDW
WKH DVVHW WUDQVIHUUHG

KHQ WKH *URXSpV VKDUH RI WKH ORVVHV RI DQ DVVRFLDWH H[FHHG"
GLVFRQWLQXHV UHFRJQL]LQJ LWV VKDUH RI IXUWKHU ORVVHYV $GGLWLRQD!
WKH HIWHQW WKDW WKH *URXS KDV LQFXUUHG OHJDO RU FRQVWUXFWLYH RI

7TKH *URXS GLVFRQWLQXHV WKH XVH RI WKH HTXLW\ PHWKRG IURP WKH
LW LV FODVVLILHG DV DYDLODEOH IRU VDOH

,QWHUHVWYV LQ MRLQW RSHUDWLRQYV

$ MRLQW RSHUDWLRQ LV D MRLQW DUUDQJHPHQW ZKHUHE\ WKH SDUWL
WKH DVVHWY DQG REOLJDWLRQV IRU WKH OLDELOLWLHY UHODWLQJ WR WK
FRQWURO RI DQ DUUDQJHPHQW ZKLFK H[LVWV RQO\ ZKHQ GHFLVLRQV DER>
WKH SDUWLHYVY VKDULQJ FRQWURO

'KHQ WKH *URXS XQGHUWDNHV LWV DFWLYLWLHV XQGHU MRLQW RSHUI
RSHUDWLRQ L LWV DVVHWV LQFOXGLQJ LWV VKDUH RI DQ\ DVVHWYV KHOC
LQFXUUHG MRLQWO\ LLL LWV UHYHQXH IURP WKH VDOH RI LWV VKDUH RI
UHYHQXH IURP WKH VDOH RI WKH RXWSXW E\ WKH MRLQW RSHUDWLRQ DQG
MRLQWO\
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YJRUHLJQ FXUUHQF\ WUDQVDFWLRQV

7TKH IXQFWLRQDO FXUUHQF\ RI WKH *URXSpuV HQWLWLHY LV WKH FXUUH
FRPSDQLHV WUDQVDFWLRQV LQ IRUHLJQ FXUUHQFLHY DUH UHFRUGHG DW
ORQHWDU\ DVVHWY DQG OLDELOLWLHV GHQRPLQDWHG LQ IRUHLJQ FXUUHQ
FXUUHQF\ H[FKDQJH UDWH SUHYDLOLQJ DW WKDW GDWH ([FKDQJH GLIIHU
UHSRUWLQJ PRQHWDU\ LWHPVY DW UDWHYV GLITHUHQW IURP WKRVH DW ZKLFk
ILQDQFLDO VWDWHPHQWY DUH UHFRJQL]HG LQ WKH FRQVROLGDWHG LQFRPH

&RQVROLGDWLRQ RI IRUHLIJQ HQWLWLHYV

$00 DVVHWYV DQG OLDELOLWLHV RI IRUHLIJQ FRQVROLGDWHG FRPSDQ|
WUDQVODWHG XVLQJ WKH FORVLQJ UDWHYVY DW WKH GDWH RI WKH FRQVROL
WUDQVODWHG LQWR (XUR DW WKH DYHUDJH IRUHLJQ FXUUHQF\ HIFKDQJH U
DSSOLFDWLRQ RI WKLV PHWKRG DUH FODVVLILHG DV FXUUHQF\ WUDQVODW
WKH GLVSRVDO RI WKH LQYHVWPHQW $YHUDJH IRUHLJQ FXUUHQF\ H[FKDQJ|
IRUHLJQ VXEVLGLDULHYV LQ SUHSDULQJ WKH FRQVROLGDWHG VWDWHPHQW R

*RRGZLOO DVVHWY DFTXLUHG DQG OLDELOLWLHYVY DVVXPHG DULVLQJ I
RWKHU WKDQ WKH (XUR DUH UHFRJQL]JHG LQ WKH &RQVROLGDWHG )LQDQFLI
IRUHLJQ FXUUHQF\ H[FKDQJH UDWH DW WKH DFTXLVLWLRQ GDWH 7KHVH ED
UHOHYDQW IRUHLJQ FXUUHQF\ H[FKDQJH UDWH

7KH SULQFLSDO IRUHLJQ FXUUHQF\ HI[FKDQJH UDWHV XVHG WR WUDQVO

$YHUDJH$W 'HFHPEHU $YHUDJH$W 'HFHPEHU $YHUDJH$SW 'HFHPEHU

86 'ROODU

3RXQG 6WHUOLQJ
6ZLVV )UDQF
-DSDQHVH <HQ
&KLQHVH <XDQ
$XVWUDOLDQ 'ROODU
6LQJDSRUH 'ROODU
&DQDGLDQ 'ROODU
+RQJ .RQJ 'ROODU

,QWDQJLEOH DVVHWYV
*RRGZLOO

*RRGZLOO LV QRW DPRUWL]JHG EXW LV WHVWHG IRU LPSDLUPHQW D¢
FLUFXPVWDQFHY LQGLFDWH WKDW LW PLJKW EH LPSDLUHG $IWHU LQLWLDO
LPSDLUPHQW ORVVHYV

'"HYHORSPHQW FRVWYV

'HYHORSPHQW FRVWV IRU FDU SURMHFW SURGXFWLRQ DQG UHODWHG
DVVHW LI DQG RQO\ LI WKH UHTXLQWOG QFJR @ GHWILVREHW X QEHUX G36QJ DPRQJ
GHYHORSPHQW FRVWV FDQ EH PHDVXUHG UHOLDEO\ LL WKDW WKH WHFKQ
YLHZ WKDW WKH GHYHORSPHQW H[SHQGLWXUH ZLOO JHQHUDWH IXWXUH H
FRPSOHWH WKH GHYHORSPHQW DQG WKH DELOLW\ WR XVH WKH LQWDQJLEC
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LQGLUHFW FRVWYVY WKDW PD\ EH GLUHFWO\ DWWULEXWHG WR WKH GHYHOF
HISHQVHG DV LQFXUUHG QHW RI DQ\ JRYHUQPHQW JUDQWY UHFHLYHG

&DSLWDOL]HG GHYHORSPHQW FRVWY DUH DPRUWL]HG RQ D VWUDLJKW
OLIHF\FOH RI WKH PRGHO RU WKH XVHIXO OLIH RI WKH URQD@MHGKHRPB R QH
,QFUHDVLQJ DQ DVVHWpV H[SHFWHG OLIHF\FOH RU LWV UHVLGXDO YDOXH ZI
LQFRPH VWDWHPHQW

7KH *URXS LQFXUV VLIQLILFDQW UHVHDUFK DQG GHYHORSPHQW FRVWYV
FRQVLGHUHG IXQGDPHQWDO WR WKH GHYHORSPHQW RI WKH URDG DQG WU
DQG FKDQJHV LQ WKH UHJXODWLRQV RI WKH )J)RUPXOD RUOG &KDPSLRQVI
FRQVWUXFW D QHZ UDFLQJ FDU WR EH XVHG IRU RQH \HDU RQO\ 7KH FRVW\
QHZ UDFLQJ FDU DUH JHQHUDOO\ H[SHQVHG DV LQFXUUHG XQOHVV WKH WH
PHHW WKH FDSLWDOL]DWLRQ FULWHULD LQ ,$6

3DWHQWY FRQFHVVLRQV DQG OLFHQVHV

6HSDUDWHO\ DFTXLUHG SDWHQWYV FRQFHVVLRQV DQG OLFHQVHV DUF
OLFHQVHY DFTXLUHG LQ D EXVLQHVV FRPELQDWLRQ DUH LQLWLDOO\ UHFF
DPRUWL]HG RQ D VWUDLJKW OLQH EDVLV RYHU WKHMNKXKMMHIXI® HHODRIQRPLF OL

2WKHU LQWDQJLEOH DVVHWYV

2WKHU LQWDQJLEOH DVVHWYVY PDLQO\ UHODWH WR WKH UHJLVWUDWLRQ
,$6 + QWDQJLEOAKHVWHWWLY SUREDEOH WKDW WKH XVH RI WKH DVVHW ZLO
DQG ZKHUH WKH FRVW RI WKH DVVHW FDQ EH PHDVXUHG UHOLDEO\ 2WKHU
ORVVHV DQG DPRUWL]HG RQ D VWUDLJKW OLQH EDVLWRWHHEHYHKBUY HVWLPD

BURSHUW\ SODQW DQG HTXLSPHQW
&RVW

BURSHUW\ SODQW DQG HTXLSPHQW LV LQLWLDOO\ UHFRJQL]JHG DW FR
DWWULEXWDEOH WR EULQJLQJ WKH DVVHWV WR WKH ORFDWLRQ DQG FRQGL
PDQDJHPHQW FDSLWDOL]HG ERUURZLQJ FRVWY DQG DQ\ LQLWLDO HVWLPD
UHVWRULQJ WKH VLWH RQ ZKLFK LW LV ORFDWHG O6HOI FRQVWUXFWHG D\
HISHQGLWXUHV DQG WKH FRVW RI UHSODFLQJ SDUWV RI DQ DVVHW DUH FI
HPERGLHG LQ WKDW DVVHW $00 RWKHU H[SHQGLWXUHYV DUH H[SHQVHG DV
FDUU\LQJ DPRXQW RI WKH SDUWV WKDW DUH UHSODFHG LV UHFRJQL]HG DV
VWDWHPHQW

'HSUHFLDWLRQ

'HSUHFLDWLRQ LV FDOFXODWHG RQ D VWUDLJKW OLQH EDVLV RYHU WK
'"HSUHFLDWLRQ UDV
,QGXVWULDO EXLOGLQJV
30DQW PDFKLQHU\ DQG HTXLSPHQW
2WKHU DVVHWYV

/IDQG LV QRW GHSUHFLDWHG

,] WKH DVVHW EHLQJ GHSUHFLDWHG FRQVLVWY RI VHSDUDWHO\ LGHQW
WKH RWKHU SDUWV PDNLQJ XS WKH DVVHW GHSUHFLDWLRQ LV FKDUJHG VH
WKH 2FRPSRQHQW DSSURDFK?
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/IHDVHV

7KH *URXS UHFRJQL]HV D ULJKW RI XVH DVVHW DQG D FRUUHVSRQGLQ]J
DYDLODEOH IRU XVH (DFK OHDVH SD\PHQW LV DOORFDWHG EHWZHHQ WKH ¢
WR WKH FRQVROLGDWHG LQFRPH VWDWHPHQW RYHU WKH OHDVH SHULRG X
GHSUHFLDWHG RQ D VWUDLJKW OLQH EDVLVY RYHU WKH OHDVH WHUP

5LJKW RI XVH DVVHWY DUH PHDVXUHG DW FRVW FRPSULVLQJ WKH IROO
OLDELOLW\ LL DQ\ OHDVH SD\PHQWYV PDGH DW RU EHIRUH WKH FRPPHQFHF
GLUHFW FRVWYV DQG LI DSSOLFDEOH LY UHVWRUDWLRQ FRVWVY 3D\PHQV
DVVHWY DUH UHFRJQL]JHG DV DQ H[SHQVH LQ WKH FRQVROLGDWHG LQFRPH \

/IHDVH OLDELOLWLHY DUH PHDVXUHG DW WKH QHW SUHVHQW YDOXH RI
SD\PHQWYV WKDW DUH EDVHG RQ DQ LQGH[ RU D UDWH DQG LI DSSOLFDEOI
UHVLGXDO YDOXH JXDUDQWHHYV DQG LY WKH H[HUFLVH SULFH RI D SXUFK
RSWLRQ /HDVH OLDELOLWLHYVY GR QRW LQFOXGH DQ\ QRQ OHDVH FRPSRQHQ'

/IHDVH SD\PHQWYV DUH GLVFRXQWHG XVLQJ WKH LQWHUHVW UDWH LPS(
*URXSpV LQFUHPHQWDO ERUURZLQJ UDWH LV XVHG EHLQJ WKH UDWH WKDW
REWDLQ DQ DVVHW RI VLPLODU YDOXH LQ D VLPLODU HFRQRPLF HQYLURQPH

6RPH OHDVH FRQWUDFWY FRQWDLQ YDULDEOH SD\PHQW WHUPV WKDW
OHDVH SD\PHQWV WKDW GHSHQG RQ VDOHV DUH UHFRJQL]JHG LQ WKH FRQVR
WKDW WULJIJHUV WKRVH SD\PHQWYV RFFXUYV

(IWHQVLRQ DQG WHUPLQDWLRQ RSWLRQV DUH LQFOXGHG LQ D QXPEH
PDFKLQHU\ DQG HTXLSPHQW Rl WKH *URXS ,Q GHWHUPLQLQJ WKH OHDVH Wi
FUHDWH DQ HFRQRPLF LQFHQWLYH WR H[HUFLVH DQ H[WHQVLRQ RSWLRQ
SHULRGV DIWHU WHUPLQDWLRQ RSWLRQV DUH RQO\ LQFOXGHG LQ WKH OHI
WHUPLQDWHG

%RUURZLQJ FRVWYV

*HQHUDO DQG VSHFLILF ERUURZLQJ FRVWYV GLUHFWO\ DWWULEXWDEOH
DVVHWYV ZKLFK DUH DVVHWV WKDW QHFHVVDULO\ WDNH D VXEVWDQWLDO S
FRVW RI WKRVH DVVHWY XQWLO VXFK WLPH DV WKH DVVHWY DUH VXEVWDQ!"

$00 RWKHU ERUURZLQJ FRVWY DUH H[SHQVHG LQ ILQDQFLDO H[SHQVH)
VDOHV LI UHODWHG WR WKH *URXSpuV ILQDQFLDO VHUYLFHY DFWLYLWLHV LQ

,PSDLUPHQW RI DVVHWYV

7TKH *URXS FRQWLQXRXVO\ PRQLWRUV LWV RSHUDWLRQV WR DVVHVV Z
LQFOXGLQJ FDSLWDOL]J]HG GHYHORSPHQW FRVWY DQG LWV SURSHUW\ SO
LPSDLUPHQW DQQXDOO\ RU PRUH I[UHTXHQWO\ LI WKHUH LV DQ LQGLFDWLR(

, ] LQGLFDWLRQV RI LPSDLUPHQW DUH SUHVHQW WKH FDUU\LQJ DPRXQ\
LV WKH KLJKHU RI IDLU YDOXH OHVV FRVWV RI GLVSRVDO DQG LWV YDOXH L
DVVHW XQOHVV WKH DVVHW GRHV QRW JHQHUDWH FDVK LQIORZV WKDW DL
JURXSYV RI DVVHWYV LQ ZKLFK FDVH WKH DVVHW LV WHVWHG DV SDUW RI Wtk
&*8 LV WKH VPDOOHVW LGHQWLILDEOH JURXS RI DVVHWYV WKDW JHQHUDWH\
IURP RWKHU DVVHWYVY RU JURXSV RI DVVHWYV ,Q DVVHVVLQJ WKH YDOXH LQ
GLVFRXQWHG WR WKHLU SUHVHQW YDOXH XVLQJ D GLVFRXQW UDWH WKDW L
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WKH ULVNV VSHFLILF WR WKH DVVHW RU &*8 $Q LPSDLUPHQW ORVV LV UHF
DPRXQW

KHUH DQ LPSDLUPHQW ORVV IRU DVVHWYV RWKHU WKDQ JRRGZLOO VXE
DPRXQW RI WKH DVVHW RU &*8 LV LOQFUHDVHG WR WKH UHYLVHG HVWLPDWE
DPRXQW WKDW ZRXOG KDYH EHHQ UHFRUGHG KDG QR LPSDLUPHQW ORVYV
UHFRJQL]JHG LQ WKH FRQVROLGDWHG LQFRPH VWDWHPHQW LPPHGLDWHO\

JLQDQFLDO LQVWUXPHQWYV
3UHVHQWDWLRQ

&EXUUHQW ILQDQFLDO DVVHWYV LQFOXGH WUDGH UHFHLYDEOHV UHFFE
LOVWUXPHQWY RWKHU FXUUHQW ILQDQFLDO DVVHWY DQG FDVK DQG FDVK F

,QYHVWPHQWY DQG RWKHU ILQDQFLDO DVVHWY LQFOXGH LQYHVWPHQV
VHFXULWLHVY DQG QRQ FXUUHQW ILQDQFLDO DVVHWYV

JLQDQFLDO OLDELOLWLHYV LQFOXGH GHEW SULPDULO\ ERQGYV QRWHYV
IURP EDQNVY WUDGH SD\DEOHV DQG RWKHU ILQDQFLDO OLDELOLWLHV PDLC

OHDVXUHPHQW

J)LQDQFLDO DVVHWY RWKHU WKDQ LQYHVWPHQWY DFFRXQWHG IRU XVL
LQ DFFRUGDQFH IZQWEFLDB® ,QVWUXPHQWYV

([FHSW IRU LQYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKR
YDOXH SOXV LQ WKH FDVH RI ILQDQFLDO DVVHWYV QRW PHDVXUHG DW IDLU °

(TXLWN LOVWUXPHQWY KHOG E\ WKH *URXS DUH UHFRJQL]HG DW IDLU Y
GLUHFWO\ DYDLODEOH WKH IDLU YDOXH LV PHDVXUHG XVLQJ DSSURSULDW'
RQ PDUNHW LQIRUPDWLRQ DYDLODEOH DW WKH EDODQFH VKHHW GDWH

7TUDGH UHFHLYDEOHY DQG UHFHLYDEOHV IURP ILQDQFLQJ DFWLYLWLHV
ZLWKLQ D EXVLQHVV PRGHO ZLWK WKH REMHFWLYH WR KROG WKH UHFHLYI
2VROHO\ SD\PHQWV Rl SULQFLSDO DQG LQWHUHVW?3 FULWHULRQ XQGHU ,)56
HIITHFWLYH LQWHUHVW UDWH PHWKRG S5HFHLYDEOHYV ZLWK PDWXULWLHYV JUF

$VVHVVPHQWY DUH PDGH UHJXODUO\ DV WR ZKHWKHU WKHUH LV DQ\
ILQDQFLDO DVVHWV PD\ EH LPSDLUHG ,I DQ\ VXFK HYLGHQFH H[LVWV DQ L
DGPLQLVWUDWLYH FRVWV IRU WUDGH UHFHLYDEOHV DQG ZLWKLQ FRVW RI
IRUZDUG ORRNLQJ H[SHFWHG FUHGLW ORVV PRGHO PXVW EH DSSOLHG ZKHQG
IRU WUDGH UHFHLYDEOHV DQG IRU UHFHLYDEOHV IURP ILQDQFLQJ DFWLYLW
VLPSOLILHG DSSURDFK WR HVWLPDWH WKH OLIHWLPH H[SHFWHG FUHGLW OF
IRU IRUZDUG ORRNLQJ IDFWRUV VSHFLILF WR WKH QDWXUH RI WKH *URXS
UHFHLYDEOHV IURP ILQDQFLQJ DFWLYLWLHVY WKH *URXS DSSOLHV WKH JHQ
PRGHO WR DVVHVV ZKHWKHU WKHUH KDV EHHQ D VLJQLILFDQW LQFUHDVI
UHFRJQLWLRQ
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7LPH SHULRG IRU
6WDJH '"HVFULSWLROQ PHDVXUHPHQW RI
H[SHFWHG FUHGLW O
6WDJH $ ILQDQFLDO LQVWUXPHQW WKDW LV QRW FUHGLW LPSPROQM RQ LQLW
$ ILODQFLDO LOQVWUXPHQW ZLWK D VLJOLILFDQW LQFMH FUHGL
6WDJH UHERISLWLRO M Pw EphR
6WDJH $ ILOQODQFLDO LQVWUXPHQW WKDW LV FUHGLW LPSDLUMGHRUWRKDY GHID X

7KH *URXS FRQVLGHUV D GHIDXOW WR RFFXU DQG D VLIJQLILFDQW LQFI
WR PDNH FRQWUDFWXDO SD\PHQWV ZLWKLQ D FHUWDLQ QXPEHU RI GD\V R
ILQDQFLQJ DFWLYLWLHYV WKLV WASLFDOO\ RFFXUV ZKHQ WKH FRXQWHUSDUW
UHODWHG UHFHLYDEOHY IDOO GXH ZKLOH IRU WUDGH UHFHLYDEOHV WKLV 1

SHFHLYDEOHV DUH ZULWWHQ RIl ZKHQ WKH FRXQWHUSDUW)\ IDLOV WR
H[SHFWDWLRQ RI UHFRYHU\ DQG LQ DQ\ FLUFXPVWDQFH QR ODWHU WKDC
ILQDQFLQJ DFWLYLWLHV KDYH EHHQ ZULWWHQ RIl WKH &RPSDQ\ PD\ FRQWL
WKH UHFHLYDEOHV 5HFHLYDEOHV IURP ILQDQFLQJ DFWLYLWLHY DUH JHQHU

JLODQFLDO OLDELOLWLHY ZLWK WKH H[FHSWLRQ RI GHULYDWLYH ILQD
HITHFWLYH LQWHUHVW UDWH PHWKRG

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY DUH XVHG IRU HFRQRPLF KHGJ
LQ SDUWLFXODU IRUHLJQ FXUUHQF\ ULVNV "HULYDWLYH ILQDQFLDO LQVWU
RI WKH KHGJH WKHUH LV IRUPDO GHVLJQDWLRQ DQG GRFXPHQWDWLRQ RI V
HITHFWLYH LWV HIIHFWLYHQHVY FDQ EH UHOLDEO\ PHDVXUHG DQG LW LV K
ZKLFK LW LV GHVLIJIQDWHG

$00 GHULYDWLYH ILQDQFLDO LQVWUXPHQWY DUH PHDVXUHG DW IDLU Y
:KHQ GHULYDWLYH ILQDQFLDO LQVWUXPHQWY TXDOLI\ IRU KHGJH DFFR:

&DVK IORZ KHKBUHVD:E GHULYDWLYH ILQDQFLDO LQVWUXPHQW LV GHVLJQ
LQ IXWXUH FDVK IORZV RI D UHFRJQL]JHG DVVHW RU OLDELOLW\ RU D KLJ
FRQVROLGDWHG LQFRPH VWDWHPHQW WKH HIIHFWLYH SRUWLRQ RI DQ\ JDL
GLUHFWO\ LQ RWKHU FRPSUHKHQVLYH LQFRPH ORVV 7KH FXPXODWLYH JDI
ORVV WR WKH FRQVROLGDWHG LQFRPH VWDWHPHQW DW WKH VDPH WLPH L
FRQVROLGDWHG LQFRPH VWDWHPHQW 7KH JDLQ RU ORVYV DVVRFLDWHG ZL\
UHFRJQL]HG LQ WKH FRQVROLGDWHG LQFRPH VWDWHPHQW LPPHGLDWHO\
LOVWUXPHQW RU KHGJH UHODWLRQVKLS LV WHUPLQDWHG EXW WKH KHGJHG
UHDOL]HG WR WKH SRLQW RI WHUPLQDWLRQ UHPDLQV LQ RWKHU FRPSUHK
LQFRPH VWDWHPHQW DW WKH VDPH WLPH DV WKH XQGHUO\LQJ WUDQVDF\
FXPXODWLYH XQUHDOL]HG JDLQ RU ORVV KHOG LQ RWKHU FRPSUHKHQVLY
VWDWHPHQW LPPHGLDWHO\

7KH *URXS GRHV QRW XVH IDLU YDOXH KHGJHV RU KHGJHV RI D QHW LQ

.| KHGJH DFFRXQWLQJ FDQQRW EH DSSOLHG WKH JDLQV RU ORVVHV Il
LQVWUXPHQWY DUH UHFRJQL]JHG LPPHGLDWHO\ ZLWKLQ ILQDQFLDO H[SHQVH

7TUDQVIHUV RI ILQDQFLDO DVVHWYV
7KH *URXS VHOOV FHUWDLQ RI LWV UHFHLYDEOHYV IURP ILQDQFLQJ DF

WUDQVDFWLRQV LQYROYH WKH VDOH RI ILQDQFLDO UHFHLYDEOHV WR D VSH
ILQDQFLDO UHFHLYDEOHV E\ LVVXLQJ DVVHW EDFNHG VHFXULWLHV LQ WK
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GHSHQGV RQ WKH FDVK IORZV JHQHUDWHG E\ WKH UHODWHG ILQDQFLDO |
SURJUDPV DUH FRQVROLGDWHG XQWLO FROOHFWLRQ IURP WKH FXVWRPHU
DFFRUGDQFH ZLWK ,)56

7KH *URXS PD\ DOVR VHOO FHUWDLQ RI LWV WUDGH UHFHLYDEOHV WKL
GHUHFRJQL]JHV WKH WUDGH UHFHLYDEOHV ZKHQ DQG RQO\ ZKHQ WKH FRQ
UHODWHG WUDGH UHFHLYDEOHY DUH QR ORQJHU KHOG RU WKH *URXS KDV W

,Q WKH FDVH RI D WUDQVIHU RI UHFHLYDEOHV LI WKH *URXS WUDQVIH
WKH UHFHLYDEOHV LW GHUHFRJQL]HV WKH UHFHLYDEOHY DQG VHSDUDWHO(
FUHDWHG RU UHWDLQHG LQ WKH WUDQVIHU 2Q GHUHFRJQLWLRQ RI WKH UK
FRQVLGHUDWLRQ UHFHLYHG RU UHFHLYDEOH IRU WKH WUDQVIHU RI WKH UH
ILQDQFLQJ DFWLYLWLHV DQG ZLWKLQ ILQDQFLDO LQFRPH RU ILQDQFLDO HJS

7TUDGH UHFHLYDEOHYV

7TUDGH UHFHLYDEOHY DUH DPRXQWV GXH IURP FOLHQWYV IRU JRRGV V
EXVLQHVYV 7UDGH UHFHLYDEOHV DUH UHFRJQL]HG LQLWLDOO\ DW IDLU YD
HITHFWLYH LQWHUHVW UDWH PHWKRG OHVV DQ\ SURYLVLRQ IRU DOORZDQFI

L QYHQWRULHYV

,QYHQWRULHYVY RI UDZ PDWHULDOV VHPL ILQLVKHG SURGXFWYV DQG IL
UHDOL]DEOH YDOXH FRVW EHLQJ GHWHUPLQHG RQ D ILUVW LQ ILUVW RXW
FRVWY RI PDWHULDOV ODERU DQG LQGLUHFW FRVWV YDULDEOH DQG IL]
UHFRJQL]HG DW WKHLU HVWLPDWHG UHDOL]DEOH YDOXH LI ORZHU WKDQ S|
ubz PDWHULDOV ILQLVKHG JRRGV VSDUH SDUWYV DQG RWKHU VXSSOLHV E
UHDOL]DEOH YDOXH LV WKH HVYWLPDWHG VHOOLQJ SULFH LQ WKH RUGLQDU\
HVWLPDWHG FRVWYV IRU VDOH DQG GLVWULEXWLRQ

&DVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWY LQFOXGHYV FDVK LQ KDQG GHSRVLWYV K
LOQOYHVWPHQWY ZLWK RULJLQDO PDWXULWLHYV RI WKUHH PRQWKYV RU OHVV

(PSOR\HH EHQHILWYV
'"HILQHG FRQWULEXWLRQ SODQYV
&RVWY DULVLQJ IURP GHILQHG FRQWULEXWLRQ SODQV DUH H[SHQVHG I
'"HILQHG EHQHILW SODQV

7TKH *URXSpvV QHW REOLJDWLRQV DUH GHWHUPLQHG VHSDUDWHO\ IRU
EHQHILWY WKDW HPSOR\HHV KDYH HDUQHG LQ WKH FXUUHQW DQG SULRU ¢
SUHVHQW YDOXH RI WKH GHILQHG EHQHILW REOLJDWLRQ LV PHDVXUHG XV
XQELDVHG DQG PXWXDOO\ FRPSDWLEOH DQG DWWULEXWHY EHQHILWYV WR .
EHQHILWY DULVH E\ XVLQJ WKH 3URMHFWHG 8QLW &UHGLW OHWKRG

7TKH FRPSRQHQWYV Rl WKH GHILQHG EHQHILW FRVW DUH UHFRJQL]JHG DV
¥ WKH VHUYLFH FRVWYV DUH UHFRJQL]J]HG LQ WKH FRQVROLGDWHG LQFRPI

LWHPV FRVW RI VDOHVY VHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH FR

¥ WKH QHW LQWHUHVW RQ WKH GHILQHG EHQHILW OLDELOLW\ LV UHFRJ
LQFRPH HISHQVHYV DQG LV GHWHUPLQHG E\ PXOWLSO\LQJ WKH QHW
REOLJDWLRQV WDNLQJ LQWR DFFRXQW WKH HIIHFW RI FRQWULEXWLROQ\
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¥ WKH UHPHDVXUHPHQW FRPSRQHQWY RI WKH QHW REOLJDWLRQV ZKLFK
WKH HIIHFW RI WKH DVVHW FHLOLQJ DUH UHFRJQL]JHG LPPHGLDWH!
UHPHDVXUHPHQW FRPSRQHQWY DUH QRW UHFODVVLILHG LQ WKH FRQVF

2WKHU ORQJ WHUP HPSOR\HH EHQHILWYV

7KH *URXSpV REOLIJIDWLRQVY UHSUHVHQW WKH SUHVHQW YDOXH RI I XWX
VHUYLFH GXULQJ WKH FXUUHQW DQG SULRU SHULRGV 5HPHDVXUHPHQW
UHFRJQL]JHG LQ WKH FRQVROLGDWHG LQFRPH VWDWHPHQW LQ WKH SHULRG

6KDUH EDVHG FRPSHQVDWLRQ

7KH *URXS KDV LPSOHPHQWHG HTXLW\ LQFHQWLYH SODQV WKDW SURYI
&KDLUPDQ WKH &KLHI ([HFXWLYH 2IILFHU DOO RWKHU PHPEHUV RI WKH )H
*URXS 7KH *URXS DOVR SURYLGHV VKDUH EDVHG FRPSHQVDWLRQ DV SDUW
VKDUH EDVHG FRPSHQVDWLRQ DUUDQJHPHQW,Y5® UH+ DEFKHRXH WBI\GH BRB PKR HD|
UHTXLUHV WKH &RPSDQ\ WR UHFRJQL]H VKDUH EDVHG FRPSHQVDWLRQ H[SH
H[SHQVH IRU WKH HTXLW\ VHWWOHG DZDUGV FRQWDLQLQJ PDUNHW SHUIRUP
DZDUG XVLQJ D ORQWH &DUOR VLPXODWLRQ PRGHO ZKLFK UHTXLUHV WKH
YRODWLOLW\ RI WKH &RPSDQ\pvV FRPPRQ VWRFN WKH GLYLGHQG \LHOG L
FRPPRQ VWRFN DQG WKH UHOHYDQW PDUNHW LQGH[ 7KH IDLU YDOXH RI \
FRQWLQXHG VHUYLFH WR WKH &RPSDQ\ LV PHDVXUHG XVLQJ WKH VKDUH SU
GLVWULEXWLRQV ZKLFK HPSOR\HHYV ZLOO QRW UHFHLYH GXULQJ WKH YHVWL

6KDUH EDVHG FRPSHQVDWLRQ H[SHQVH UHODWLQJ WR WKH HTXLW\ LQF
VHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH FRVWYV RU FRVW RI VDOHV LQ W
WKH HPSOR\HH ZLWK DQ RIIVHWWLQJ LQFUHDVH WR HTXLW\ 6KDUH EDVHG
ZLWK FHUWDLQ VXSSOLHUV LV UHFRJQL]JHG RYHU WKH SHULRG LQ ZKLFK W
FRQVROLGDWHG LQFRPH VWDWHPHQW GHSHQGLQJ RQ WKH IXQFWLRQ RI WK

SURYLVLRQYV

BURYLVLRQVY DUH UHFRJQL]JHG ZKHQ WKH *URXS KDV D SUHVHQW REOLJ
LW LV SUREDEOH WKDW DQ RXWIORZ RI UHVRXUFHV HPERG\LQJ HFRQRPLF EI
HVWLPDWH RI WKH DPRXQW RI WKH REOLIJDWLRQ FDQ EH PDGH

:DUUDQW\ DQG UHFDOO FDPSDLJQV SURYLVLRQ

$00 FDUV DUH VROG ZLWK ZDUUDQW\ FRYHUDJH 7KH ZDUUDQW\ FRY}
DSSDUHQW ZLWKLQ D FHUWDLQ SHULRG IURP WKH SXUFKDVH RI WKH FDU

7KH zDUUDQW\ SURYLVLRQ LV UHFRJQL]JHG DW WKH WLPH RI WKH VDOH
HVWLPDWH RI WKH H[SHFWHG FRVW WR IXOILOO WKH REOLJDWLRQV RYHU W
WKH *URXSpV KLVWRULFDO FODLPV RU FRVWYV H[SHULHQFH DQG WKH FRVW
UHODWHG WR WKHVH SURYLVLRQV DUH UHFRJQL]JHG ZLWKLQ FRVW RI VDOHV

6HH8VH RI HVYWLPDWHVEB Q& 2MPRAJ PHOWWHU GHWDLOV UHODWLQJ WR UH
'"HIHUUHG LQFRPH

'"HIHUUHG LQFRPH UHODWHY WR DPRXQWYV UHFHLYHG E\ WKH *URXS XQC
SHUIRUPDQFH RI D VHUYLFH RU RWKHU DFW RI WKH *URXS 'HIHUUHG LQFF
IXOILOOHG LWV REOLJDWLRQV XQGHU WKH WHUPV RI WKH YDULRXYV DJUHHPE

5DQJH PRGHOV PRGHOV EHORQJLQJ WR WKH )HUUDUL SURGXFW SRUW

VXSHUFDUV DQG RQH RIl PRGHOV DUH VROG ZLWK D VFKHGXOHG PDLQWHQ
KLIKHVW vWDQGDUGYV WR PHHW WKH *URXSpV VWULFW UHTXLUHPHQWYV |
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PDLQWHQDQFH SURJUDP DUH QRW UHFRJQL]JHG DV LQFRPH LPPHGLDWHO\ E
DPRXQW RI WKH GHIHUUHG LQFRPH UHODWHG WR WKLV SURJUDP LV EDVHG F

$GYDQFHYV

$GYDQFHY UHODWH WR DPRXQWYVY UHFHLYHG IURP RU ELOOHG WR FXVW
SURYLGHG WKH UHODWHG VHUYLFHV 7KH DGYDQFHV DUH UHFRJQL]JHG LQ
SURYLGHG

5HYHQXH UHFRJQLWLRQ

5HYHQXH LV UHFRJQL]HG ZKHQ FRQWURO RYHU D SURGXFW RU VHUYLF
WKH WUDQVDFWLRQ SULFH ZKLFK LV EDVHG RQ WKH DPRXQW RI FRQVLGH
WUDQVIHUULQJ WKH SURPLVHG JRRGV RU VHUYLFHV WR WKH FXVWRPHU DQ(
FXVWRPHUV WKDW DUH UHPLWWHG WR JRYHUQPHQW DXWKRULWLHY 7KH WL
WR WKH H[WHQW LW LV SUREDEOH WKDW D VLJQLILFDQW UHYHUVDO RI UHY
WKDW PD\ LQFOXGH ERWK SURGXFWV DQG VHUYLFHV ZKLFK DUH JHQHUDO
SHUIRUPDQFH REOLJDWLRQV

7KH *URXS JHQHUDWHY UHYHQXH IURP WKH VDOH RI FDUV VSDUH SDUYV
DQG EUDQG DFWLYLWLHV 7KH *URXS DFFRXQWYV IRU D FRQWUDFW ZLWK D F
WKH *URXS DQG WKH FXVWRPHU WKH ULIJKWV Rl WKH SDUWLHY DUH LGHQW
RI WKH FRQWUDFW FRQVLGHUDWLRQ LV SUREDEOH 3DRRREDRN\L QYRR HOQIWRP

7KH *URXS GRHV QRW UHFRJQL]H DQ\ DVVHWYVY DVVRFLDWHG ZLWK WK
FXVWRPHU WKDW DUH H[SHFWHG WR EH UHFRYHUHG 7KH PDMRULW\ RI UHY
\HDU RU OHVV DQG WKH *URXS DSSOLHV WKH SUDFWLFDO H[SHGLHQW WR
HISHQVH ZKHQ LQFXUUHG LI WKH DPRUWL]DWLRQ SHULRG RI WKH DVVHW WK

&DUV VSDUH SDUWYV DQG HQJLQHYV

7KH VDOHV RI FDUV VSDUH SDUWYV DQG HQJLQHY KDYH PXOWLSOH SHU
FRPELQDWLRQ Rl SURGXFWYV DQG VHUYLFHVY DV FRQWUDFWYV PD\ LQFOXGH
VHSDUDWHO\ SULFHG RU QRW VHSDUDWHO\ SULFHG &RQWUDFWYV PD\ DOV]
LOQOFHQWLYHY DQG SHUIRUPDQFH EDVHG ERQXVHYV DQG SURGXFW UHWXUQV
DUH GHVLJQHG WR SURPRWH WKH VDOH RI FDUV DQG SDUWV DV ZHOO DV
TXDOLWDWLYH RU TXDQWLWDWLYH VXFK DV TXDOLW\ VHUYLFH FXVWRPHU
7TKH FRVW RI LQFHQWLYHYV LV HVWLPDWHG DW WKH LQFHSWLRQ RI D FRQWL
UHFRJQL]JHG DV D UHGXFWLRQ WR UHYHQXH JHQHUDOO\ DW WKH WLPH RI W
SHUIRUPDQFH LI LQ UHODWLRQ WR RWKHU SHUIRUPDQFH LQGLFDWRUV GL
DPRXQW RI FRQVLGHUDWLRQ WKH *URXS H[SHFWV WR UHFHLYH 7KH *UR)
REOLJDWLRQV EDVHG RQ WKH VWDQG DORQH VHOOLQJ SULFHV 663 IRU F
HVWLPDWHYVY WKH 663 EDVHG RQ WKH DGMXVWHG PDUNHW DSSURDFK

5HYHQXHV IRU WKH VDOH RI FDUV VSDUH SDUWYV DQG HQJLQHYV DUH L
VSDUH SDUWV RU HQJLQHV LV WUDQVIHUUHG WR WKH FXVWRPHU EDVHG RQ
WKH FDUV VSDUH SDUWV DQG HQJLQHYVY DUH UHOHDVHG WR WKH FDUULHU L
IRU WKH VXSSO\ RI HQJLQHV WR ODVHUDWL H[SLUHG LQ 'HFHPEHU S|
UHFRJQL]J]HG RYHU WLPH EDVHG RQ WKH LQSXW PHWKRG RI PHDVXULQJ S
SHUIRUPDQFH REOLJDWLRQ FDOFXODWHG DV D SURSRUWLRQ RI RYHUDOO |
UDWLR RI FRVWYV LQFXUUHG LQ WKH UHSRUWLQJ SHULRG FRPSDUHG WR WK
5HYHQXHVY UHODWLQJ WR WKH H[WHQGHG ZDUUDQWLHY DUH UHFRJQL]HG F
5HYHQXHV IURP WKH VXSSO\ RI HQJLQHYVY DQG UHODWHG VHUYLFHV WR RWKF
DQG PDWHULDOV EDVLV ZKHQ WKH VHUYLFHY DUH SURYLGHG

ODQDJHPHQW KDV H[HUFLVHG MXGJPHQW LQ GHWHUPLQLQJ SHUIRUPDC
WUDQVDFWLRQ SULFH DQG WKH WLPLQJ RI UHYHQXH UHFRJQLWLRQ
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6SRQVRUVKLS FRPPHUFLDO DQG EUDQG DFWLYLWLHYV

5HYHQXHV IURP VSRQVRUVKLS DJUHHPHQWY LQ FRQQHFWLRQ ZLWK RX
UHFRJQL]HG UDWDEO\ RYHU WKH FRQWUDFW WHUP DV WKH FXVWRPHU EHQF
IURP VSRQVRUVKLS DJUHHPHQWY WKDW FRQWDLQ YDULDEOH FRQVLGHUDWL
HVWLPDWHG DQG UHFRJQL]JHG RYHU WKH UHOHYDQW SHULRG WR WKH H[WF
DPRXQW RI WKH FXPXODWLYH UHYHQXH UHFRJQL]JHG ZLOO QRW RFFXU ZKLF
UHODWHG FRQGLWLRQV DVVRFLDWHG ZLWK WKH YDULDEOH FRQVLGHUDWLRC

5HYHQXHV IURP FRPPHUFLDO DFWLYLWLHY SULPDULO\ UHODWH WR WHK
&KDPSLRQVKLS 7KH UHYHQXHVY DWWULEXWDEOH WR HDFK UDFLQJ WHDP DU
RWKHU IDFWRUV WKH SULRU \HDU UDQNLQJ RI HDFK RI WKH UDFLQJ WHDPYV
RYHU WKH FRQWUDFW WHUP

5HYHQXHV IURP EUDQG OLFHQVLQJ DIJUHHPHQWY ZKHUH WKH FXVWRP|
FRQWUDFW LQFOXGHV PLQLPXP JXDUDQWHHG SD\PHQWY DUH UHFRJQL]HG |
UHYHQXHV LQ H[FHVV RI WKH PLQLPXP JXDUDQWHHG SD\PHQWY DUH UHFRJC
IURP VDOHVY EDVHG OLFHQVLQJ DJUHHPHQWY DUH UHFRJQL]JHG ZKHQ WKH VD

ODQDJHPHQW KDV H[HUFLVHG MXGJPHQW LQ GHWHUPLQLQJ YDULDEOH I
2ZWKHU UHYHQXHV

, QWHUHVW LQFRPH JHQHUDWHG E\ RXU ILQDQFLDO VHUYLFH DFWLYLW
UHSRUWHG ZLWKLQ UHYHQXHV XVLQJ WKH HIITHFWLYH LQWHUHVW UDWH PHW

&RVW RI VDOHYV

&RVW RI VDOHV FRPSULVHV H[SHQVHV LQFXUUHG LQ WKH PDQXIDFWXI
HQJLQHYVY UHQWHG WR RWKHU )RUPXOD UDFLQJ WHDPYV Rl ZKLFK FRVW
VLIQLILFDQW SRUWLRQ 7KH UHPDLQLQJ FRVWY SULQFLSDOO\ LQFOXGH GH
&RVW RI VDOHVY DOVR LQFOXGHV ZDUUDQW\ DQG SURGXFW UHODWHG FRVWYV

&RVWY WKDW DUH GLUHFWO\ DWWULEXWDEOH WR ILQDQFLDO VHUYLFH)
SURYLVLRQV IRU ULVNV DQG ZULWH GRZQV RI DVVHWYV DUH DOVR UHSRUWH

2WKHU H[SHQVHY DQG RWKHU LQFRPH

2WKHU H[SHQVHV FRQVLVW RI PLVFHOODQHRXV FRVWY ZKLFK FDQQRW
WD[HVY DFFUXDOV IRU SURYLVLRQV QRW DWWULEXWDEOH WR FRVW RI VL
PLVFHOODQHRXV H[SHQVHV LQFOXGLQJ PDUNHWLQJ H[SHQVHV LQFXUUHG R

2ZWKHU LQFRPH FRQVLVWY RI PLVFHOODQHRXYVY LQFRPH WKDW LV QRW C
DV JDLQV RQ WKH GLVSRVDO RI SURSHUW\ SODQW DQG HTXLSPHQW WKH
HISHQVHVY UHQWDO LQFRPH DQG RWKHU PLVFHOODQHRXVY LQFRPH

7D[HV

,QFRPH WD[HV LQFOXGH DOO WD[HV EDVHG XSRQ WKH WD[DEOH SUR
UHFRJQL]JHG DV LQFRPH RU H[SHQVH DQG DUH LQFOXGHG LQ WKH FRQVROL
IURP L D WUDQVDFWLRQ RU HYHQW ZKLFK LV UHFRJQL]J]HG LQ WKH VDPH R
ORVV RU GLUHFWO\ LQ HTXLW\ RU LL D EXVLQHVV FRPELQDWLRQ

'"HIHUUHG WD[HVY DUH DFFRXQWHG XVLQJ WKH EDODQFH VKHHW PHWKR
WHPSRUDU\ GLITHUHQFHY EHWZHHQ WKH FDUU\LQJ DPRXQWV RI DVVHWYV RU
GHIHUUHG WD[ OLDELOLWLHY DULVH IURP WKH LQLWLDO UHFRJQLWLRQ RI
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WUDQVDFWLRQ ZKLFK LV QRW D EXVLQHVV FRPELQDWLRQ DQG DW WKH WI
WD[DEOH SURILW 'HIHUUHG WD[ DVVHWY DUH UHFRJQL]JHG IRU DOO GHGXFW
WD[DEOH SURILW ZLOO EH DYDLODEOH DJDLQVW ZKLFK WKH GHGXFWLEOH
DVVHWY DULVH IURP WKH LQLWLDO UHFRJQLWLRQ RI DQ DVVHW RU OLDELO
WLPH RI WKH WUDQVDFWLRQ DIIHFWV QHLWKHU DFFRXQWLQJ SURILW QRU V

'"HIHUUHG WD[ DVVHWY DQG OLDELOLWLHY DUH PHDVXUHG DW WKH VXE
ZKLFK WKH *URXS RSHUDWHV WKDW DUH H[SHFWHG WR DSSO\ WR WKH SHI
UHPHDVXUHPHQWY WR GHIHUUHG WD[ DVVHWYV DQG OLDELOLWLHYV DV D UHV
WKH FRQVROLGDWHG LQFRPH VWDWHPHQW

7KH UHFRYHUDELOLW\ RI GHIHUUHG WD[ DVVHWY LV GHSHQGHQW RQ \
LOQFRPH LQ WKH SHULRG LQ ZKLFK LW LV DVVXPHG WKDW WKH GHGXFWLEOH
FDQ EH XWLOL]J]HG ,Q PDNLQJ WKLY DVVHVVPHQW WKH *URXS FRQVLGHUV I:
SODQV SUHSDUHG E\ XVLQJ WKH VDPH FULWHULD GHVFULEHG IRU WHVWLQJ
WKH LPSDFW RI WKH UHYHUVDO RI WD[DEOH WHPSRUDU\ GLIITHUHQFHV RQ |
DVVHWYVY FRXOG EH UHFRYHUHG 7KH FDUU\LQJ DPRXQW RI GHIHUUHG WDJ [
VXIILFLHQW WD[DEOH SURILW ZLOO EH DYDLODEOH WR DOORZ WKH EHQHIL
FDUU\LQJ DPRXQW RI GHIHUUHG WD[ DVVHWV LV UHYLHZHG DW HDFK UHSRU\

7KH *URXS UHFRJQL]HY GHIHUUHG WD[ OLDELOLWLHY DVVRFLDWHG ZL
HIFHSW ZKHQ LW LV DEOH WR FRQWURO WKH WLPLQJ RI WKH UHYHUVDO RI
GLIITHUHQFH ZLOO QRW UHYHUVH LQ WKH IRUHVHHDEOH IXWXUH 7KH *URXS
WHPSRUDU\ GLITHUHQFHV RQ LQYHVWPHQWY LQ VXEVLGLDULHV RQO\ WR WK
UHYHUVH LQ WKH IRUHVHHDEOH IXWXUH DQG WD[DEOH SURILW ZLOO EH DYD

'"HIHUUHG WD[ DVVHWYV UHODWLQJ WR WKH FDUU\ IRUZDUG RI XQXVHG
GHGXFWLEOH WHPSRUDU\ GLIITIHUHQFHYVY DUH UHFRJQL]HG WR WKH H[WHQW
ZKLFK WKH\ FDQ EH XWLOL]HG

&XUUHQW LQFRPH WD[HVY DQG GHIHUUHG WD[HV DUH RIIVHW ZKHQ WK}
OHJDOO\ HQIRUFHDEOH ULJKW RI RIIVHW

,PSRVWD 5HILRQDOH VXOOH $WWLYLWj 3URGXWWLYH 2,5%$3% LV UHFRJ
RQ D PHDVXUH RI LQOFRPH GHILQHG E\ WKH ,WDOLDQ &LYLO &RGH DV WKH
ILQDQFLDO LQFRPH DQG H[SHQVH DQG LQ SDUWLFXODU EHIRUH WKH FRV)
LQFOXGHG LQ OHDVH SD\PHQWYV ,5%$3 SWUPB®WLKIG \RH@® WK H QNGMH] GE THWBHEAH U

7D[ XQFHUWDLQWLHY DUH DFFRXQWHG IRU LQ DFFRUGDQFH ZLWK ,)5,&

2WKHU WD[HV QRW EDVHG RQ LQFRPH VXFK DV SURSHUW\ WD[HV DQG F
'LYLGHQGYV

'LYLGHQGV SD\DEOH E\ WKH *URXS DUH UHSRUWHG DV D FKDQJH LQ H
VKDUHKROGHUVY RU WKH %RDUG RI 'LUHFWRUYV DV DSSOLFDEOH XQGHU ORFD

5RXQGLQJ RI DPRXQWYV

$00 DPRXQWV GLVFORVHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDW
WKRXVDQG (XUR XQOHVV RWKHUZLVH VWDWHG
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6HIPHQW UHSRUWLQJ

7KH *URXS KDV GHW HUPRSHCED WKEHHIERGKMOMEOH VHIPHQW EDVHG RQ WK
E\ WKH %RDUG RI 'LUHFWRUV WKH *URXSpuV 2&KLHI 2SRS$BW DL QHJF &KL RIDQOND
PDNLQJ GHFLVLRQV UHJDUGLQJ WKH DOORFDWLRQ RI UHVRXUFHYVY DQG WR D

JRU DGGLWLRQDO GLVFORVXUHV?2UGIWXMWJIHGGHA D ¥6& O RVHMH HWRWH
8VH RI HYWLPDWHY DQG MXGJIJPHQWYV

7KH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY DUH SUHSDUHG LQ DFFI
WKH XVH RI HVWLPDWHV MXGJPHQWY DQG DVVXPSWLRQV WKDW DIIHFW WK
FROWLQJHQW DVVHWY DQG OLDELOLWLHYVY DQG WKH DPRXQWV RI LQFRPH
DVVXPSWLRQV DUH EDVHG RQ HOHPHQWYV WKDW DUH NQRZQ ZKHQ WKH ILQL
RQ DQ\ RWKHU IDFWRUV WKDW DUH FRQVLGHUHG WR EH UHOHYDQW

(VWLPDWHY DQG XQGHUO\LQJ DVVXPSWLRQV DUH UHYLHZHG SHULRGLF
WR HVWLPDWHV GR QRW SHUIRUP DV DVVXPHG WKHQ WKH DFWXDO UHVX
DGMXVWPHQWY 7KH HIIHFWV RI DQ\ FKDQJHV LQ HVWLPDWHY DUH UHFRJQI
ZKLFK WKH FKDQJHYVY DUH PDGH RU SURVSHFWLYHO\ LQ IXWXUH SHULRGV

%DVHG RQ LQIRUPDWLRQ DYDLODEOH WR PDQDJHPHQW DW WKH HQG R
HVWLPDWLRQ XQFHUWDLQW\ WKDW FRXOG KDYH D VLJQLILFDQW ULVN RI UH
DQG OLDELOLWLHYV ZLWKLQ WKH QH[W ILQDQFLDO \HDU $GGLWLRQDOO\ QR
SROLFLHV

7KH PDLQ DFFRXQWLQJ SROLFLHYV DIIHFWHG E\ HVWLPDWHY DQG MXGJP
ODLQWHQDQFH SURJUDPVY DQG HIWHQGHG ZDUUDQWLHV

7TKH *URXSpV QHZ FDUV DUH VROG ZLWK D VFKHGXOHG PDLQWHQDQFH
KLIKHVW vWDQGDUGYV WR PHHW WKH *URXSpV VWULFW UHTXLUHPHQWYV |
PDLQWHQDQFH SURJUDPV DUH QRW UHFRJQL]JHG DV LQFRPH LPPHGLDWHO\
EDVHG RQ WKH LQSXW PHWKRG RI PHDVXULQJ SURJUHVV WRZDUGV FRPSO
FDOFXODWHG DV D SURSRUWLRQ RI RYHUDOO UHYHQXHV H[SHFWHG GXULQJ
WKH UHSRUWLQJ SHULRG FRPSDUHG WR WKH RYHUDOO FRVWYV WR EH LQFXL
LOQFRPH UHODWHG WR WKLV SURJUDP LV EDVHG RQ WKH HVWLPDWHG IDLU
YDULRXV HIWHQGHG zZzDUUDQW\ SURJUDPV WR FXVWRPHUV WKDW SURYLGH |
DSSOLFDEOH ODZ RU LQFOXGHG ZLWK DOO QHZ FDU VDOHV 5HYHQXHV UHO
OLQH EDVLV RYHU WKH H[WHQGHG ZDUUDQW\ SHULRG ODQDJHPHQW XWLO
REOLJDWLRQV YDULDEOH FRQVLGHUDWLRQ DOORFDWLRQ RI WKH WUDQVDF
PDLQWHQDQFH SURJUDPY DQG HIWHQGHG ZDUUDQWLHYV

S5HFDOO FDPSDLJQYV

7KH *URXS SHULRGLFDOO\ LQLWLDWHY YROXQWDU\ VHUYLFH DFWLRQV
LVVXHV UHODWHG WR FDUV VROG ,QFOXGHG LQ WKH UHVHUYH LV WKH HVW
QDWXUH RI WKH UHFDOO FDPSDLJQV LQ FHUWDLQ FLUFXPVWDQFHYVY PDQDJH
UHODWHG SURYLVLRQV 7KH HVWLPDWHG IXWXUH FRVWY RI WKHVH DFWLRC
SbDUwWV DQG VHUYLFHV WR EH LQFXUUHG LQ WKH VSHFLILHG DFWLYLWLHV
UHDVRQDEO\ HVWLPDEOH (VWLPDWHV RI WKH IXWXUH FRVWYV RI WKHVH DF
LQFOXGLQJ WKH QXPEHU RI FDUV DIIHFWHG E\ D VHUYLFH RU UHFDOO DFW
VHUYLFH DQG UHFDOO DFWLRQV PD\ UHTXLUH WKH *URXS WR PDNH H[SHQGL
HIWHQGHG SHULRG RI WLPH DQG WKH HVWLPDWHY DUH SHULRGLFDOO\ UHY
YRODWLOLW\ RI WKHVH HVWLPDWHG IDFWRUV FKDQJHV LQ WKH DVVXPSWLR
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*RRGZLOO

7TKH *URXSpV JRRGZEOO DWKRXWBEGBWEREW U DOBFHPEHU $V UHTXLUHC
E\ ,)56 $FFRXQWLQJ 6WDQGDUGY DQ DQQXDO LPSDLUPHQW WHVW PXVW EH
HVWLPDWH H[SHFWHG IXWXUH FDVK IORZVY DQG WKH UHFRYHUDEOH DPRXQW
WKH HQWLUH )HUUDUL *URXS %DVHG RQ WKH LPSDLUPHQW WHVWY SHUIRUF
VLIQLILFDQWO\ KLIJKHU WKDQ LWV FDUU\LQJ DPRXQWQRBU WXHWKIHDWRARHYR G
HIFOXVLYLW\ RI WKH *URXSpV EXVLQHVYV LWV KLVWRULFDO SURILWDELOLWV
DPRXQW RI WKH JRRGZLOO ZLOO FRQWLQXH WR EH UHFRYHUDEOH HYHQ L
LQFOXGLQJ WKRVH WKDW PD\ EH FDXVHG E\ UHJXODWRU\ GHYHORSPHQWYV R
WR WKH JRRGZLOO WHVWBRGIROPHRG VHH 1RWH

1RQ FXUUHQW DVVHWY ZLWK GHILQLWH XVHIXO OLYHYV

7TKH *URXSpV QRQ FXUUHQW DVVHWYVY H[FOXGLQJ JRRGZLOO SULPDULC
GHYHORSPHQW FRVWY DQG SURMSHUMRH FSEHDW W QBBFG RETHKWL S P HVMQKAH *UR XS pV
LQWDQJLEOH DVVHWYV DRRKRXWBQGWRQWKRXVDQG UHVSHFWLYH®\KRAVDIQGE |
DQO%& WKRXVDQG UHODWHG WR GHYHORSPHQW FRVWYV DQG WKH *UR?
» WKRXVDQG DQWKRXVDQG UHVSHFWLYHO\ 7KH *URXS PDNHV VLJQLIL
RI LWV H[LVWLQJ DQG IXWXUH SURGXFW SRUWIROLR DQG FDSIFWMPEH]IHG GH

DQG DPRXQWHG WWRKRXVD®G DQBKRXVDQG UHVSHFWLYHO\ 7KHVH FR
DFFRUGDQFH ZLWE6WKH ,RUBVHIUIED HQXVGUIHW YV DPRQJ RWKHUV L WKH FRVW\
WKH WHFKQLFDO IHDVLELOLW\ RI WKH SURGXFW HVWLPDWHG YROXPHV DQ
HISHQGLWXUH ZLOO JHQHUDWH IXWXUH HFRQRPLF EHQHILWY EDVHG SULPD
WKH *URXSpuV EXVLQHVVY SODQV DQG LLL WKH &RPSDQ\ KDV WKH LQWHQW
UHODWHG LQWDQJLEOH DVVHWY ODQDJHPHQW XWLOL]JHVY HVWLPDWHV RU
GHYHORSPHQW SKDVHV LQFOXGLQJ DV D UHVXOW RHFBHRPPHUDWRU\D&HEY HOR

QR LPSDLUPHQW LQGLFDWRUV ZHUH LGHQWLILHG DQG WKH *URXS GLG
DVVHWY ZLWK GHILQLWH XVHIXO OLYHYV

SURYLVLRQYV

7KH *URXS VHOOV LWV FDUV DURXQG WKH ZRUOG DQG LV VXEMHFW
HQYLURQPHQW DQG LQ SDUWLFXODU WR WKH HPLVVLRQV RI LWV FDUV 7Kt
FRPSO\ ZLWK H[WHQVLYH UHJLRQDO QDWLRQDO DQG ORFDO ODZV DQG UH.
UHJXODWH YHKLFOH VDIHW\ 7KH *URXS LV FXUUHQWO\ EHQHILWLQJ IURP F
YHKLFOH PDQXIDFWXUHU RU VLPLODU GHVLIQDWLRQ LQ FHUWDLQ MXULVGL
EHQHILWY [|URP OHVV VWULQJHQW HPLVVLRQV FDSV DQG FRPSOLDQFH GD
SURGXFWLRQ UHTXLUHPHQWY ZKLFK PD\ UHTXLUH PDQDJHPHQW WR XWLOL]
IRU HQYLURQPHQWDO ULVNV EDVHG RQ PDQDIJHPHQWPV EHVW HVWLPDWHYV
*URXSpV UHODWHG REOLJDWLRQV )RUSDNKRGLWLRQ@WDO LQIRUPDWLRQ VHH 1R\

&OLPDWH UHODWHG PDWWHUYV

*OREDO FOLPDWH FKDQJH LV UHVXOWLQJ DQG LV H[SHFWHG WR FRQW
RFFXUULQJ PRUH IUHTXHQWO\ RU ZLWK JUHDWHU LQWHQVLW\ LQFOXGLQJ
ZDYHV DQG FROG ZDYHV 6XFK H[WUHPH HYHQWY DUH GULYLQJ FKDQJHV LQ
DQG LQWHUQDWLRQDO FOLPDWH FKDQJH SROLFLHY DQG UHJXODWLRQV

7KH JOREDO DXWRPRWLYH LQGXVWU\ LQ SDUWLFXODU LV FXUUHQWO\ |
IRFXV RQ FOLPDWH FKDQJH DQG HYROYLQJ UHJXODWRU\ UHTXLUHPHQWYV
HOHFWULILFDWLRQ DQG JUHHQKRXVH JDV HPLVVLRQV DPRQJ RWKHUV ZKl
PDUNHW LQ ZKLFK WKH *URXS RSHUDWHYV

$V WKHVH UHIJXODWRU\ GHYHORSPHQWY DQG WHFKQRORJLFDO FKDQJH
DQG EXVLQHVYV SODQV PD\ FKDQJH DQG WKH UHFRYHUDELOLW\ RI WKH *URX:!
JRRGZLOO FDSLWDOL]J]HG GHYHORSPHQW FRVWY DQG SURSHUW\ SODQW DQ
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LV WKH SDUHQW FRPSDQ\ RI WKH *URXS DQG LW KROGV

RSHUDWLQJ FRHP SDRXHEHNVYY VFRSH RI FROQVROL®OMWLRY BWHWHWHAWHIKBUEHORZ

$W '"HFHPEHU

$W '"HFHPEHU

KRBBHV KHOG
E\ 1&,

KDUHYV HV
1DPH &RXQWU\%&%ESHJ@EH WKH%%%?QV RE] &M
*URXS *URXS
"LUHFWO\ KHOG LQWHUHVWYV
(QILQHHULQ]J
JHUUDUL 6 S $ ,WDO\ PDQXIDFWXULQJ + +
DOG VDOHYV
(QILQHHULQJ
1HZ %XVLQHVV 6 S $ ,WDO\ PDQXIDFWXUEQJ 5 i
DOG VDOHYV
L,QGLUHFWO\ KHOG WKURXJK JHUUDUL 6 S $
JPSRUWHU DQG
JHUUDUL 1RUWK $PHULFD ,QF 86% R oW TE RS + +
_PSRUWHU DQG
JHUUDUL -DSDQ .. -DSDQ 'L eWULEX VR 5 5
RUWHU DQG
JHUUDUL $XVWUDODVLD 3W\ /LPLveN8WUDOEFRLWHY DQG + +
, P D
JHUUDUL ,QWHUQDWLRQDO &DUV 7&pIaR I GKPRYKEY &R / W G
PSRUWHU DQG
JHUUDUL +. /LPLWHG +RQJ .RQIEPRUWHU DQG + +
6RXWK ,PSRUWHU DQG
JHUUDUL .RUHD &R /WG R aS a) + 5
JHUUDUL )DU (DVW 3WH /LPLWHG 6LQJDSFWHW YLFH FRPSDQ\ + +
YHUUDUL 0DQDJHPHQW &RQVXOW L @X LEDEHKDLF . RR P $D G\ n 5
JHUUDUL 6RXWK :HVW (XURSH 6 D WUOQFHSHUYLFH FRPSDQ\ + +
JHUUDUL &HQWUDO (XURSH *PE+ *HUPDQB6HUYLFH FRPSDQ\ i i
*6$ 6% LQ OLTXLGDWLRQ 6ZLW]HUBHWAFH FRPSDQ\ + +
5DFHWUDEN
OXJHOOR &LUFXLW 6 S $ Woo\ P how 5 5
JLQDQFLDO
JHUUDUL )LQDQFLDO 6HUYLFHV ,QB6$ RO L By + +

,QGLUHFWO\ KHOG WKURXJK RWKHU *URXS HQWLWLHYV

JHUUDUL

YHUUDUL

JHUUDUL $XWR 6HFXULWLIDWLRQ 7&@8QVDFWERRARFEREHFW /8

YHUUDUL
YHUUDUL

$XWR 6HFXULWLIDWLRQ 7&@sQVDFWERARTEDO

$XWR 6HFXULWL]DWLRQ7&@@VDFW¢$@$E H /&

QFLDO
YLFHV

/JLIHVW\OH 1RUWK $PHULF&6%,QF S5HWDLO

)LQDQFLDOGHUYLFHV?LWG&QJ70&&@

BBBBBBBBBEBBBBBBBBBBBBBBBBBBBB
:LWK HIITHFWLYHQHVV DV RI -DQXDU\ 1HZ %XVLQH

2Q 2ZFWREHU
WKH 6RXWK .RUHDQ PDUNHW

I+

I+

I+

I+

I+

I+

I+

I+

I+

I+

YA 6 S$ ZDV PHUJHG E\ LQFRUSR!

ILOQDQFLDO VHUYLFHV DFWLYLWLHYVY LQ WKH 8QLWHG 6WDWHYV
6KDUHKROGLQJ KHOG E\ )HUUDUL 1RUWK $PHULFD ,QF

(I'THFWLYH DV RI -DQXDU\

WKH FRPSDQ\ FKDQJHG LWV QDPH IURP

WKH *UBKS AHQWLRRGWDJ ROOLQJ LOQWHUHVW LQ )HUUDUL .RUHD &R
JROORZLQJ WKH WUDQVDFWLRQ WKH *URXS EHJDQ GLUHFWO\

6KDUHKROGLQJ KHOG E\ )HUUDUL )LQDQFLDO 6HUYLFHV ,QF ZLWKLQ WKH FRQWH[W RI

3DUN 'LVSOD\

/W C

VI

' G
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1RQ FRQWUROOLQJ LQWHUHVWYV

7KH *URXSuV QRQ FRQWUROOLQJ SHUWHIDMN WHY WHIO® WHUWRULL , @WHUQ
6KDQJKDL &R / W G IRU ZKLFKHWRIQMWIRXS W RSIQEBABIAVHL HVW LQ )HUUDUI
/WG IRU ZKLFK WKH *SRX8HWWHUHM/G IDQ 2FWREHU

7TKH HTXLW\ DQG QHW SURILW DWWULEXWDEOH WR QRQ FRQWUROOLQJ
VLIQLILFDQW WR WKH *URXS

$W '"HFHPEHU

» WKRXVDQG
(TXLW\ DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWYV

JRU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQG
1HW SURILW DWWULEXWDEOH WR QRQ FRQWUROOLQJ LOQWHUHVWYV

1(7 5(9(18(6

$ EUHDNGRXIWQURHYBIQXHY LV SUHVHQWHG EHORZ
JRU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQG
S5HYHQXHV IURP

&DUV DQG VSDUH SDUWYV
6SRQVRUVKLS FRPPHUFLDO DQG EUDQG
2WKHU

7TRWDO QHW UHYHQXHYV

BBEBBBBEBBBBBBBBBBBBBEBBBBBBBBBB

BULPDULO\ LQFOXGHY QHW UHYHQXHV IURP ILQDQFLDO VHUYLFHV DFWLYLWLHV WKH PDQDJ
DV QHW UHYHQXHVY JHQHUDWHG IURP WKH UHQWDO RI HQJLQHV WR RWKHU )RUPXOD WHDP
VDOH RI HQJLQHV WR ODVHUDWL

,QWHUHVW DQG RWKHU ILQDQFLDO LQFRPH IURP ILQDQFLDO VHUYLFH\
DQG DPRXQWHG WR/KR%VDQG WKROWIEQG WKRXVYBQEHFWLYHO\

&267 2) 6%$/(6

&RVW RI VDOHV D@G DPRXQWHG WR WKRXVDQG WKRDWEQG
WKRXVDRGSHFWLYHO\ DQG FRQVLVWHG SULPDULO\ RI PDWHULDOV FRPSH
GLVWULEXWLRQ RI FDUV DQG VSDUH SDUWV &RVW RI VDOHY DOVR LQFOXGHt
ZDUUDQW\ DQG SURGXFW OLDELOLW\ UHODWHG FRVWY DV ZHOO DV SURGXF
,Q DGGLWLRQ FRVW RI VDOHV LQFOXGHG FRVWY UHODWHG WR HQJLQHV VR
FRQWUDFW H[SLUHG

,QWHUHVW DQG RWKHU ILQDQFLDO H[SHQVHV IURP ILQDQFLDO VHUYLF
DQG DPRXQWHG WWRKR%VDQGWKROWIEQG WKRXVYBQBHFWLYHO\
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$ EUHDNGRZQ RI VHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH FRVWV LV
JRU WKH \HDUV HQGHG '"HFHPEHU

» WKRXVDQG

6HOOLQJ FRVWYV
*HQHUDO DQG DGPLQLVWUDWLYH FRVWYV
7TRWDO VHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH FRVWYV

6HOOLQJ FRVWY FRQVLVW PDLQO\ RI HISHQVHY UHODWHG WR VDOHYV S
PDUNHWLQJ DQG HYHQWY SULPDULO\ UHODWH WR FRUSRUDWH HYHQWYV WL
PRGHOV DV ZHOO DV OLIHVW\OH HYHQWY LQFOXGLQJ WKH XVH RI GLJLWD
EUDQG SURPRWLRQ DFWLYLWLHY LQFOXGLQJ WKRVH LQFXUUHG WKURXJK W

*HQHUDO DQG DGPLQLVWUDWLYH FRVWY FRQVLVW PDLQO\ RI DGPLQLV
DWWULEXWDEOH WR PDQXIDFWXULQJ VDOHV RU UHVHDUFK DQG GHYHORS
UHODWHG H[SHQVHY DQG FRVWY DVVRFLDWHG ZLWK WKH GHYHORSPHQW DQ

5(6($5&+ $1' '(9(/230(17 &2676

$ EUHDNGHRZH)DRIFK DQG GHYHORSPHQW FRVWYV LV SUHVHQWHG EHORZ
JRU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQG
5HVHDUFK DQG GHYHORSPHQW FRVWV H[SHQVHG GXULQJ WKH \HDU
$PRUWL]DWLRQ RI FDSLWDOL]J]HG GHYHORSPHQW FRVWYV
7TRWDO UHVHDUFK DQG GHYHORSPHQW FRVWYV

5HVHDUFK DQG GHYHORSPHQW FRVWV H[SHQVHG SULPDULO\ UHODWH \
LOQRYDWLRQ DFURVV WKH *URXSpV SURGXFW SRUWIROLR DQG FRPSRQHQW\

5HVHDUFK DQG GHYHORSPHEWPERVYWY IRDQWKHDOUHDEVHVHQWHG QHW RI
UHODWHG JRYHUQPHQW LQFHQWLYHV

27+(5 (;3(16(6 1(7

$ EUHDNGRZQ RI RWKHU H[SHQVHV QHW LV SUHVHQWHG EHORZ
J)RU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQG

2ZWKHU LQFRPH
2WKHU H[SHQVHYV
7TRWDO RWKHU H[SHQVHV QHW

2WKHU H[SHQVHYVY SULPDULO\ FRQVLVW RI LQGLUHFW WD[HV SURYLVLR(
SULPDULO\ FRQVLVWY RI UHQWDO LQFRPH JDLQV RQ WKH GLVSRVDO RI S
UHFRJQL]JHG SURYLVLRQV DV ZHOO DV RWKHU PLVFHOODQHRXV LQFRPH
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),1$1&,$/ (;3(16(6 $1' ),1$1&,%/ ,1&20(

$ EUHDNGRZQ RI ILQDQFLDO H[SHQVHV DQG ILQDQFLDO LQFRPH LV SUH
JRU WKH \HDUVY HQGHG '"HFHPEHU

» WKRXVDQG

JRUHLJQ H[FKDQJH JDLQV
,QWHUHVW LQFRPH

2WKHU ILQDQFLDO LQFRPH
JLQDQFLDO LQFRPH

JRUHLJQ H[FKDQJH ORVVHYV
,QWHUHVW H[SHQVHYV

2WKHU ILQDQFLDO H[SHQVHV
JLQDQFLDO H[SHQVHYV

JLOQODQFLDO H[SHQVHV LQFRPH OQHW

J)LOQODQFLDO H[SHQVHV SULPDULO\ UHODWH WR IRUHLJQ H[FKDQJH ORYV
H[SHQVHV RQ GHEW

J)LOQODQFLDO LQFRPH SULPDULO\ UHODWHY WR IRUHLJQ H[FKDQJH JDLQV
ILQDQFLDO LQFRPH LQFXRNHD@EPWGRRQ WKH SDUWLDO FDVK WHQGHU
RI RQ D ERQG WKDW ZDV IXOO\ UHSDLG LQ XSRQ POHEXWLW\ )RU DGG

L, QWHUHVW DQG RWKHU ILQDQFLDO LQFRPH IURP ILQDQFLDO VHUYLFH
FKDUJHVY UHODWLQJ WR WKRVH DFWLYLWLHY DUH UHFRJQL]JHG ZLWKLQ QHW
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,1&20( 7$;(6

$ EUHDNGRZRP RIWD[ H[SHQVH LV SUHVHQWHG EHORZ
JRU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQG
&XUUHQW WD[ H[SHQVH

'"HIHUUHG WD[ H[SHQVH EHQHILW

7D[HV UHODWLQJ WR SULRU \HDUV

7RWDO LQFRPH WD[ H[SHQVH

7KH *URXSpV ,WDOLDQ HQWLWLHY SDUWLFLSDWH LQ D JURXS ,WDOLDQ

,QFRPH WD[ H[SHQYH DPRXRQRM¥MD Q/KRWKROWIBQG WKRXRDQEKH \HDUV H
'HFHPEHU DQG UHVSHFWLYHO\

,QFRPH WD[HV IRU WKH \HD UV DHIGG HEGI HAHWEKBUIURP WKH FRH[LVWHQFH
UHJLPHV 7KH RULJLQDO 3DWHQW %R[ UHJLPH LQWURGXFHG E\ ,WDOLDQ /I
JUDQWLQJ D WD[ H[HPSWLRQ XS WR RQ H[WUD SURILWY DWWULEXWDEC
RYHU WKUHH DQQXDO LQVWDOOPHQWY VWDUWLQJ IURP ,Q SDUDOOHO
DQG HIIHFWLYH IURP 2FWREHU LQWURGXFHG D VXSHU WD[ GHGX
,WDOLDQ WD[ OHJLVODWLRQ SURYLGHG IRU D WUDQVLWLRQDO SHULRG DOC
UHJLPH H[SLUHG &RQVHTXHQWO\ IRU WKH \HDU HQGHG 'HFHPEHU LC
%R[ UHJLPH RQO\

$ UHFRQFLOLDWLRQ EHWZHHQ DFWXDO LQFRPH WD[ H[SHQVH DQG WKH
RI WKH DSSOLFDEOH FRUSRUDWH WDJ[ $HW RRIGONIDIFK FRY WX HWHBDU VZHKQEKH @D W
DQG LV SURYLGHG EHORZ

JRU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQG
BURILW EHIRUH WD[HV

7TKHRUHWLFDO LQFRPH WD[ UDWH
7TKHRUHWLFDO LQFRPH WD[ H[SHQVH
7D[ HIITHFW RQ
SHUPDQHQW DQG RWKHU GLIIHUHQFHYV
,WDOLDQ 5HJLRQDO ,QFRPH 7D[ ,5%3
(I'THFW RI FKDQJHY LQ WD[ UDWHY DQG WD[ UHJXODWLRQV

'LITHUHQFHYVY EHWZHHQ IRUHLJQ WD[ UDWHVY DQG WKH WKHRUHWLFDO ,WDOLDQ WD]
WD[ KROLGD\V

7D[HV UHODWLQJ WR SULRU \HDUV
'LWKKROGLQJ WD[ RQ HDUQLQJV
,QFRPH WD[ H[SHQVH

(I'lHFWLYH WD[ UDWH

7TKH HITHFWLYF SHL SHLU D( SHU IRIKRIMHD UV HQGHG 'HFHPEHU
DQG UHVSHFWLYHO\ 7KH 3DWHQW %R[ EHQHILW LV LQFOXGHG ZLWKLQ
UHFRQFLOLDWLRQ DERYH
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,PSRVWD 5HJLRQDOH VXOOH $WWLYLWj] SURGXWWLYMHQG,5B8R X @ XWUHGH Y\
» WKRVDQGWKRXOMPBPRG WKRXVBQ&EHFWLYHO\ ,5%$3 LV RQO\ DSSOLFDEC
FDOFXODWHG RQ D PHDVXUH RI LQFRPH GHILQHG E\ WKH ,WDOLDQ &LYLO &fF
EHIRUH ILQDQFLDO LQFRPH DQG H[SHQVH DQG LQ SDUWLFXODU EHIRUH WK
LQFOXGHG LQ OHDVH SD\PHQWYV ,5%$3 LV FDOFXODWHG XVLQJ ILQDQFLDO |
,5$3 LV DSSOLHG RQ VBKH) KR WEDAH DOWW KH \HDUV HQGHBQBFHPEHU

$ EUHDNGRIQURIHG WD[ DVVHWY DQG GHIHUUHGDWDB[ D\ BRIROYLUVGIHHGY HHO F

$W '"HFHPEHU

» WKRXVDQG
'"HIHUUHG WD[ DVVHWYV

7R EH UHFRYHUHG DIWHU PRQWKYV
7R EH UHFRYHUHG ZLWKLQ PRQWKYV

'HIHUUHG WD[ OLDELOLWLHV
7R EH UHDOL]HG DIWHU PRQWKYV
7R EH UHDOL]HG ZLWKLQ PRQWKYV

1HW GHIHUUHG WD[ OLDELOLWLHVY DVVHWYV
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7TKH PRYHPHQWYV LQ GHIHUUHG LQFRPH WD[ DVVHWY DQG OLDELOLWLH
RITVHWWLQJ RI EDODQFHYV ZLWKLQ WKH VDPH WD[ MXULVGLFWLRQ DUH VXPI

7UDQVODWLRQ
$W 'HFHPEHU SHFRIQLING LQepyjHG  GLIIHUHQFHMV '"HFHPEHU
FRQVROLGDW TXLW\ DQG RWKHU
LQFRPH VWDWH PHQW A SRy
» WKRXVDQG
'"HIHUUHG WD[ DVVHWV DULVLQJ RQ
3URYLVLRQV
,QWHUFRPSDQ\ SURILW RQ LQYHQWRU\ .
DQG REVROHVFHQFH *
$OORZDQFHV IRU GRXEWIXO DFFRXQWYV &
'"HSUHFLDWLRQ +
7UDGHPDUN VWHS XS + +
3DWHQW %R[ UHJLPH + +
2WKHU
"HIHUUHG WD[ DVVHWV
SULRU WR RIIVHWWLQJ
21IVHWWLQJ Rl GHIHUUHG WD[ DVVHWYV
7RWDO GHIHUUHG WD[ DVVHWYV
"HIHUUHG WD[ OLDELOLWLHV DULVLQJ RQ
'"HSUHFLDWLRQ 5
&DSLWDOL]DWLRQ RI GHYHORSPHQW . .
FRVWYV & &
7D[ RQ XQGLVWULEXWHG HDUQLQJV + +
2WKHU +
7RWDO GHIHUUHG WD[ OLDELOLWLHV R
SULRU WR RIIVHWWLQJ *
2IIVHWWLQJ Rl GHIHUUHG WD[
OLDELOLWLHYV
7RWDO GHIHUUHG WD[ OLDELOLWLHYV
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1
ODWLRQ
HOW 'HFHPEHU

0
UDQ
LIIHUHQF
WKHU
HV

7
S wﬁgyDUJHG S
vwDw HFRQ X LWL DOG

» WKRXVDQG

v
$W 'HFHPEHU U
R

DQJ

'"HIHUUHG WD[ DVVHWYV DULVLQJ RQ
SURYLVLRQV

,QWHUFRPSDQ\ SURI
DQG REVROHVFHQFH
GR

$OORZDQFHV IRU
'"HSUHFLDWLRQ
7TUDGHPDUN VWHS XS
SDWHQW %R[ UHJLPH
2WKHU

'"HIHUUHG WD[ DVVHWYV
SULRU WR RIIVHWWLQJ

21 IVHWWLQJ RI GHIHUUHG WD[ DVVHWYV
7TRWDO GHIHUUHG WD[ DVVHWYV

LW RQ LQYHQWRU\

I+

XEWIXO DFFRXQWYV

+ + + I+
+ I+

'"HIHUUHG WD[ OLDELOLWLHYV DULVLQJ RQ
'HSUHFLDWLRQ

&DSLWDOL]DWLRQ RI GHYHORSPHQW
FRVWYV

7D[ RQ XQGLVWULEXWHG HDUQLQJV
2WKHU

I+

I+
I+

I+
I+

D[ OLDELOLWLHYV
LQJ
HUUHG WD]

HG WD[ OLDELOLWLHYV

HUUHG WD[ DVVHWYV

7KH GHFLVLRQ WR UHFRJQL]H GHIHUUHG WD[ DVVHWY LV PDGH IRU HI
FRQGLWLRQV H[LVW IRU WKH IXWXUH UHFRYHUDELOLW\ RI VXFK DVVHWYV E\
EXGIJHWY DQG EXVLQHVY SODQV

'"HIHUUHG WD[HV RQ WKH XQGLVWULEXWHG HDUQLQJV RI VXEVLGLDULF
SUREDEOH WKH GLVWULEXWLRQ ZLOO RFFXU LQ WKH IRUMWYREBWHEOB P RN |
GLITIHUHQFHY UHODWHG WR UHPDLQLQJ GLVWULEXWDEOH HDUQLQJV RI WKH
UHFRJQL]JHG DPRXQWHR¥WWMD QG WKRXXW (HFHPEHU

27+(5 ,1)250$7,21 %< 1$785(
3HUVRQQHO FRVWW Q@G DPRXQWHG WRWKRXVDQG WKRXD/D® G
WKRX VDG HFWLYHO\ 7KHVH DPRXQWYV LQFOXGH FRVWV WKDW ZHUH FDSLW
Q DQG WKH DYHUDJH QXPEHU RI HPSOR\HHNQRE WU H V-SJHRRVE L BIVD \

'"HSUHFLDWLRQ RI SURSHUW\ SODQW DQG WRRKSPRHAGWWKRIX¥FQHBEG
» WKRXRDQ@XKH \HDUV HQGHG "HBPMREEHUHVSHFWLYHO\

$PRUWL]DWLRQ RI LQWDQI EOH IWKHRIWVD @® RWKRWMNBEMER WKRARDQG
WKH \HDUV HQGHG 'HFHPBKU UHVSHFWLYHO\
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($51,1*6 3(5 6+%$5(
%DVLF HDUQLQJV SHU VKDUH

%DVLF HDUQLQJV SHU VKDUH LV FDOFXODWHG E\ GLYLGLQJ WKH SURIL
DYHUDJH QXPEHU RI FRPPRQ VKDUHV LVVXHG DQG RXWVWDQGLQJ GXULQJ W

7KH IROORZLQJ WDEOH SURYLGHV WKH DPRXQWYVY XVHG LQ WKH FDOFX
'"HFHPEHU DQG

JRU WKH \HDUV HQGHG 'HFHPEHU

SURILW DWWULEXWDEOH WR RZQHUV Rl WKRIX¥RBED Q\

"HLIKWHG DYHUDJH QXPEHU RI FRPPR RU EDVLF HDUQLQJV
SHU FRPPRQ VKDUH QNKI&I%VB&C&

%DVLF HDUQLQJY SHU FRPPRQ VKDUH »

'LOXWHG HDUQLQJVY SHU VKDUH

JRU WKH \HDUV HQGHG 'HFHHEHUWKH ZHLJKWHG DYHUDJH QXPEHU RI VK
SHU VKDUH ZDV LQFUHDVHG WR WDNH LOWR FRQVLGHUDWLRQ WKH GLOXWL"

HTXLW\ LQFHQWLYH S®HDUPHQ@VWRAPULRE WDUJHW DZDUGYVY YHVWHG )RU DGGL
HTXLW\ LQFHG@WLUIFRAEHODWDY %DVHG &RPSHQVDWLRQ?3

7KH IROORZLQJ WDEOH SURYLGHV WKH DPRXQWV XVHG LQ WKH FDOFX
'"HFHPEHU DQG

JRU WKH \HDUV HQGHG 'HFHPEHU

SURILW DWWULEXWDEOH WR RZQHUV R WKRX&BPRSD Q\

"HLIKWHG DYHUDJH QXPEHU RI FRPPR RU GLOXWHG HDUQLQJV
SHU FRPPRQ VKDUH Q\N\k}ﬁg(l\wﬁbé

'LOXWHG HDUQLQJY SHU FRPPRQ VKDUH »

7KH IROORZLQJ WDEOH SURYLGHV D UHFRQFLOLDWLRQ IURP WKH ZHL
HDUQLQJV SHU VKDUH WR WKH ZHLJKWHG DYHUDJH QXPEHU RI FRPPRQ VKDL

JRU WKH \HDUV HQGHG 'HFHPEHU

1XPEHU RI VKDUHYV

‘HLIKWHG DYHUDJH QXPEHU RI FRPPRQ VKDUHV IRU EDVLF HDUQLQJV SHU VKDUH
$GMXVWPHQWYV IRU FDOFXODWLRQ RI GLOXWHG HDUQLQJV SHU VKDUH
6KDUH EDVHG FRPSHQVDWLRQ

"HLIJIKWHG DYHUDJH QXPEHU RI FRPPRQ VKDUHV IRU GLOXWHG HDUQLQJV SHU VKDUH

*22': 11
$V'HFHPEHU D ( JRRGZLOO LC» WKFWRDQG
,Q DFFRUGDQFH ZLWK ,%$6 JRRGZLOO LV QRW DPRUWL]JHG DQG LV WFE

IDFWV RU FLUFXPVWDQFHY LQGLFDWH WKDW WKH DVVHW PD\ EH LPSDLUHG
DPRXQW DQG WKH UHFRKFDBHWK 8B g HHJFORXIQWNW RQWWH&*8 ZKLFK LV U 7KHVHQYV
UHFRYHUDEOH DPRXQW RI WKH &*8 LV WKH KLJKHU RI LWV IDLU YDOXH OHVV
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7KH DVVXPSWLRQV XVHG LQ WKLY SURFHVV UHSUHVHQW PDQDJHPHQW}
HVWLPDWH RI WKH YDOXH LQ XVH RI WKH &*8 IRU SXUSRVHV RI SHUIRUPLQ.
DVVXPSWLRQV

¥ 7KH H[SHFWHG IXWXUH FDVK IOF WKURXI KDYH EHHQ GHULYHB IURP
EXGIJHWY DQG EXVLQHVY SODQ ,Q SDUWLFXODU WKH HVWLPDWH FRQV
FDSLWDO H[SHQGLWXUH 7KHVH FDVK IORZV UHODWH WR WKH &*8 LQ L
VWDWHPHQWY DQG H[FOXGH WKH HVWLPDWHG FDVK IORZV WKDW PLJ
FKDQJHV ([SHFWHG YROXPHV DQG VDOHV PL[ XVHG IRU HVWLPDWLQJ
DUH FRQVLGHUHG UHDVRQDEOH DQG VXVWDLQDEOH DQG UHSUHVHQW
WUHQGV IRU WKH &*8 RYHU WKH SHULRG FRQVLGHUHG

¥ 7KH H[SHFWHG IXWXUH FDVK IORZV LQFOXGH D QRUPDOL]JHG WHUPLQD(
WLPH SHULRG H[SOLFLWO\ FRQVLGHUHG ZKLFK ZHUH FDOFXODWHG E\ |

VHFWRU SHLU L SHLU L D (

¥ 7KH H[SHFWHG IXWXUH FDVK IORZV KDYH EHHQ HVWLPDWHG LQ (XUF
DSSURSULDWH IRU WKDW FXUUHQF\ ( SHLU L SHUL D( DVH :$&
SHU L 7KH :$&& XVHG UHIOHFWV WKH FXUUHQW PDUNHW DVVHVVPH

EHLQJ FRQVLGHUHG DQG WKH ULVNV VSHFLILF WR WKH &*8 XQGHU FRQ'

7KH UHFRYHUDEOH DPRXQW RI WKH &*8 ZDV VLIJQLILFDQWO\ KLJKHU Wi
RI WKH EXVLQHVYV LWV KLVWRULFDO SURILWDELOLW\ DQG LWV IXWXUH HDU
ZLOO FRQWLQXH WR EH UHFRYHUDEOH HYHQ LQ WKH HYHQW RI GLIILFXOW }

JRU DGGLWLRQDO LQIRUPDWLRQ UHODWH20DWHULDO $FFRXQWLVHG3RD
HVWLPDWHY DQG MXGJPHQWV+*&OL>DWH UHODWHG PDWWHUV+*RRGZLOO?:
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J17$1*%, %/( $66(76

ORYHPHQWVYDIQQUEOH DVVHWY DUH VXPPDUL]J]HG EHORZ

(IWHUQDO Q) v HORSPHODWHQWYV

DFTXLUHG WKHU
VWYV LQWHRQBE DY %ﬁi
GH;&ﬂﬁ&P N UDW HED o O LR H DQILEOH BRAVA TR AV

» WKRXVDQG

*URVV FDUU\LQJ DPRXQW DW
'HFHPEHU

$GGLWLRQV
'"LYHVWLWXUHYV
SHFODVVLILFDWLRQV +

7UDQVODWLRQ GLIIHUHQFHV DQG RWKHU
PRYHPHQWYV

%DODQFH DW '"HFHPEHU
$GGLWLRQV

'LYHVWLWXUHV
S5HFODVVLILFDWLRQV +

7TUDQVODWLRQ GLIITHUHQFHV DQG RWKHU
PRYHPHQWYV -

%DODQFH DW '"HFHPEHU

I+

I+

I+

I+

FFXPXODWHG DPRUWL]DWLRQ DW
HFHPEHU

$PRUWL]DWLRQ

'LYHVWLWXUHV + + +
5HFODVVLILFDWLRQ + + +
7TUDQVODWLRQ GLIITHUHQFHV DQG RWKHU o
PRYHPHQWYV - -

%DODQFH DW "HFHPEHU

$PRUWL]DWLRQ

'LYHVWLWXUHV * *
SHFODVVLILFDWLRQ + + +

%DODQFH DW "HFHPEHU

&DUU\LQJ DPRXQW DW
'HFHPEHU
'HFHPEHU
'HFHPEHU

$GGLWLRQV WR LQWDQJLEOH DVVHWYV ZHUH SULPDULO\ DWWULEXWL
GHYHORSPHQW FRVWY UHODWHG WR ERWK FXUUHQW DQG IXWXUH PRGHOV
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3523(57< 3/$17 $1' (48,30(17

ORYHPHQWY LQ SURSHUW\ SODQW DQG HTXLSPHQW DUH VXPPDUL]HG E
30D

QW $GYDQFHV
L QGXVWWIDF&KLQHUAWKHU DQG DVVH
/IDRG  EXL0GLQIBQG DVVHWYVY XQGHU YRwpo
HTXLSPHQW FRQVWUXFWLRQ
» WKRXVDQG

*URVV FDUU\LQJ DPRXQW DW
'HFHPEHU

$GGLWLRQV
'"LYHVWLWXUHYV
5HFODVVLILFDWLRQV
7UDQVODWLRQ GLIIHUHQFHYV DQG RWKHU PRYHPHQWYV
%DODQFH DW '"HFHPEHU
$GGLWLRQV
"LYHVWLWXUHYV
5HFODVVLILEDWLRQV
7UDQVODWLRQ GLIIHUHQFHYV DQG RWKHU PRYHPHQWYV
%DODQFH DW 'HFHPEHU

I+

+ I+

I+

FXPXODWHG GHSUHFLDWLRQ QW
FHPEHU

SUHFLDWLRQ
"LYHVWLWXUHYV
5HFODVVLILEFDWLRQV
7UDQVODWLRQ GLIIHUHQFHYV DQG RWKHU PRYHPHQWYV
%DODQFH DW 'HFHPEHU
'"HSUHFLDWLRQ
"LYHVWLWXUHYV
SHFODVVLILFDWLRQV
7UDQVODWLRQ GLIIHUHQFHYV DQe RWKHU PRYHPHQWYV
%DODQFH DW 'HFHPEHU +

E
'H
H

H+ o+

+ + +

+

|+ + + + +|+ + H+ I+

&DUU\LQJ DPRXQW DW

"HFHPEHU
RI ZKLFK ULJKW RI XVH DVVHW\W XQGHU ,)56 +
"HFHPEHU
RI ZKLFK ULJKW RI XVH DVVHW\W XQGHU ,)56 +
"HFHPEHU

RI ZKLFK ULJKW RI XVH DVVHWW XQGHU ,)56

I+

$GGLWLRQV WR SURSHUW\ SODQW DQG HTXLSPHQW SULPDULO\ UHOD
LQFOXGLQJ WKRVH VXSSRUWLQJ PRGHOV WR EH ODXQFKHG LQ IXWXUH \HDU
%XLOGLQJ DQG WKH RQJRLQJ FRQVWUXFWLRQ RI WKH QHZ SDLQW VKRS 7K
WKH SURGXFWLRQ DQG GHYHORSPHQW RI PRGHOV ZLWK LQWHUQDO FRPE>
VWUDWHILF HOHFWULFDO FRPSRQHQWYV
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ORYHPHQWYKWQ RI XVH DVVHWYVY DUH VXPPDUL]JHG EHORZ

QG X éODQ
7EXL % KLQH U\MIGHU DVVHWRWDO
TXLSPHQW
» WKRXVDQG

%DODQFH DW '"HFHPEHU
$GGLWLRQV
'LVSRVDOV
'"HSUHFLDWLRQ
7UDQVODWLRQ GLIIHUHQFHYV DQG RWKHU PRYHPHQWYV
%DODQFH DW 'HFHPEHU

$GGLWLRQV

'LVSRVDOV

'"HSUHFLDWLRQ

7UDQVODWLRQ GLIIHUHQFHYV DQG RWKHU PRYHPHQWYV
%DODQFH DW 'HFHPEHU

$ EUHDNGRZQ Rl OHDVH H[SHQVHV LV SUHVHQWHG EHORZ

JRU WKH \HDU HQGHG 'HFHPEHU

» WKRXVDQG
'"HSUHFLDWLRQ RI ULJKW RI XVH DVVHWYV
, QWHUHVW H[SHQVH RQ OHDVH OLDELOLWLHV
9DULDEOH OHDVH SD\PHQWY QRW LQFOXGHG LQ WKH PHDVXUHPHQW RI OHDVH OLDE
([SHQVHVY UHODWLQJ WR VKRUW WHUP OHDVHY DQG OHDVHV RI ORZ YDOXH DVVHWYV
7TRWDO H[SHQVHVY UHFRJQL]HG

JRU WKH \HOHFHREGHIG GHSUHFLDWLRQ RI ULJKW Rl XVH VDR/RXWDE G P R
LQWHUHVW H[SHQVH RQ OHPVH OURDL\DD QVG\N K RDIVGEEQWEW MIE RAKRF BQSHFW LY HO\
WKH \HDU HQGH( IFGBEHUWKRXXWEEG WKRYXWHYSEFWLYHO\ IRU WKH \HDU H

$WHFHPEHU WKH *URXS KDG FRQWUDFWXDO FRPPLWPHQWYV IRU WKH
DPRXQWLQJ WRVKRXVDQG WK RXOWDRHP EH U UHIOHFWLQJ LQYHVWPHQWYV WK
H[SDQG YHKLFOH DUFKLWHFWXUHV VWUHQJWKHQ LQIUDVWUXFWXUH LQFO
WHFKQRORJLHV VXFK DV K\EULG DQG HOHFWULF SRZHUWUDLQYV
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,19(670(176 $1' 27+(5 ),1$1&,$/ $66(76
$ EUHDNRIRZQYHVWPHQWY DQG RWKHU ILQDQFLDO DVVHWYV LV SUHVHQW

$W '"HFHPEHU

» WKRXVDQG
,QYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKRG
2WKHU VHFXULWLHY DQG ILQDQFLDO DVVHWYV
7TRWDO LQYHVWPHQWY DQG RWKHU ILQDQFLDO DVVHWYV

,QYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKRG
ORYHPHQWVYKH FDUU\LQJ DPRXQW RI LQYHVWPHQWY DFFRXQWHG IRU XV

» WKRXVDQG

%DODQFH DW '"HFHPEHU

SBURSRUWLRQDWH VKDUH RI QHW SURILW IRU WKH \HDU HQGHG 'HFHPEHU
SURSRUWLRQDWH VKDUH RI UHPHDVXUHPHQW RI GHILQHG EHQHILW SODQV DQG RWK
%DODQFH DW '"HFHPEHU

SBURSRUWLRQDWH VKDUH RI QHW SURILW IRU WKH \HDU HQGHG 'HFHPEHU
URSRUWLRQDWH VKDUH RI UHPHDVXUHPHQW RI GHILQHG EHQHILW SODQV DQG RWK
%DODQFH DW '"HFHPEHU

, QYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKRG PDLQO\ U
ZKLFK WKH *URXSSKIREQQWWUHVW DV ZHOO DV WKH *URXSpV LQYHVWPHQW L
LQ &KLQD LQ WR PDQDJH FHUWDLQ OLIHVW\OH DFWLYLWSHY B KH \OWR F

6XPPDUL]HG ILQDQFLDO 1))6 *PE+ DW DQG IRU '"HFHPEHU D¢ L5V
SUHVHQWHG EHORZ

$W 'HFHPEHU

» WKRXVDQG
$VVHWYV
1RQ FXUUHQW DVVHWYV
SHFHLYDEOHV IURP ILQDQFLQJ DFWLYLWLHV
2WKHU FXUUHQW DVVHWYV
&DVK DQG FDVK HTXLYDOHQWYV
7TRWDO DVVHWYV

(TXLW\ DQG OLDELOLWLHYV
(TXLW\

"HEW

2WKHU OLDELOLWLHV

7RWDO HTXLW\ DQG OLDELOLWLHYV
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JRU WKH \HDU HQGHG 'HFHPEHU

» WKRXVDQG
1HW UHYHQXHV

&RVW RI VDOHV

6HOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH FRVWYV

2WKHU H[SHQVHV QHW

3URILW EHIRUH WD[HV

,QFRPH WD[ H[SHQVH

1HW SURILW

2ZWKHU VHFXULWLHY DQG ILQDQFLDO DVVHWYV

2WKHU VHFXULWLHYV DQG ILQDQFLDO DVVHWY SULPDULO\ LQFOXGH W
&RPPRQ 6WRFN RI /LEHUW\ OHGLD &RUSRUDWLRQ WKH JURXS UHVSRQVL
&KDPSLRQVKLS ZKLFK DUH PHDVXUHWG DW WIKIRK'HFHPEHU S»2®WPRXQWREVWR G
DW '"HFHP U WKH 2/LEHUW\ OHGLD 6KDUHV?3

,19(1725,(6

$ EUHDNGRZQ RI LQYHQWRULHYV LV SUHVHQWHG EHORZ
$W '"HFHPEHU

» WKRXVDQG
5DZ PDWHULDOYV
6HPL ILQLVKHG JRRGV
JLOQLVKHG JRRGV
7TRWDO LQYHQWRULHYV

7KH DPRXQW RI LQYHQWRU\ ZULWH GRZQV UHFRJQL]JHG DV ZIDY H[SH
» WKRXVDQGWKRX Q=G WKRX QG

&KDQJHV LQ WKH SURYLVLRQ IRU VORZ PRYLQJ DQG REVROHWH LQYHQV

» WKRXVDQG
$W -DQXDU\
$GGLWLRQDO SURYLVLRQV
S8WLOL]DWLRQV DQG RWKHU FKDQJHV
$W '"HFHPEHU
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&855(17 5(&(,9%$%/(6 $1' 27+(5 &855(17 $66(76

$ EUHDNGRZQ RI FXUUHQW UHFHLYDEOHV DQG RWKHU FXUUHQW DVVHW
$W '"HFHPEHU

» WKRXVDQG

7UDGH UHFHLYDEOHV

SHFHLYDEOHV IURP ILOQDQFLQJ DFWLYLWLHV
&XUUHQW WD[ UHFHLYDEOHYV

2WKHU FXUUHQW DVVHWYV

7TRWDO

7TUDGH UHFHLYDEOHYV

$ EUHDNGRZQ RI WUDGH UHFHLYDEOHV E\ QDWXUH LV SUHVHQWHG EHO
$W 'HFHPEHU

» WKRXVDQG

7UDGH UHFHLYDEOHV GXH IURP
'"HDOHUV
6SRQVRUVKLS DQG FRPPHUFLDO DFWLYLWLHV
%UDQG DFWLYLWLHYV
6WHOODQWLY *URXS FRPSDQLHV
2WKHU
7TRWDO

7UDGH UHFHLYDEOHY GXH IURP GHDOHUY UHODWH WR UHFHLYDEOHYV
JHQHUDOOV YV V GIIURP WKH GDWH RI LQYRLFH

7UDGH UHFHLYDEOHY GXH IURP VSRQVRUVKLS DQG FRPPHUFLDO DFWL?
JRUPXOD "RUOG &KDPSLRQVKLS DQG WKH :RUOG (QGXUDQFH &KDPSLRQVKL
WR DPRXQWY UHFHLYDEOH IRU OLFHQVLQJ DQG PHUFKDQGLVLQJ DFWLYLWLF
7KH *URXS LV QRW H[SRVHG WR VLJQLILFDQW FRQFHQWUDWLRQV RI WK

$ EUHDNGRZQ RI WUDGH UHFHLYDEOHV E\ FXUUHQF\ LV SUHVHQWHG EH
$W 'HFHPEHU

» WKRXVDQG

7UDGH UHFHLYDEOHY GHQRPLQDWHG LQ
(XUR
86 'ROODU
-DSDQHVH <HQ
3RXQG 6WHUOLQJ
&KLQHVH <XDQ
2WKHU FXUUHQFLHV
7RWDO
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7TUDGH UHFHLYDEOHY DUH VKRZQ QHW RI DQ DOORZDQFH IRU GRXEWIX
DQG KLVWRULFDO H[SHULHQFH DGMXVWHG IRU IRUZDUG ORRNLQJ IDFWRU\
$GGLWLRQDO SURYLVLRQV WR WKH DOORZDQFH IRU GRXEWIXO DFFRXQWYV D
WKH FRQVROLGDWHG LQFRPH VWDWHPHQW

&KDQJIJHV LQ WKH DOORZDQFH IRU GRXEWIXO DFFRXQWYV RI WUDGH UHFI

» WKRXVDQG
$W -DQXDU\

$GGLWLRQDO SURYLVLRQV
BWLOL]DWLRQV

5HOHDVHV

2WKHU FKDQJHV

$W '"HFHPEHU

I+

5HFHLYDEOHV IURP ILQDQFLQJ DFWLYLWLHYV

SHFHLYDEOHV IURP ILQDQFLQJ DFWLYLWLHVY UHODWH WR ILQDQFLQJ SL
DFTXLVLWLRQV LQ WKH 8QLWHG 6WDWHV 7KH XQGHDQ\G @IUHHAHQLNDEOE V \L
WKH WLWOH RI FDUV RU RWKHU JXDUDQWHHYV

"XUL WKH DYHUDJH FRQWUDFWXDO GXUDWLRQ DW LQRRQ RV RI 1V
PROQOWKY DQG WKH ZHLJKWHG DYHUDJH L SHU DSSURII SHLU L3BL R[LPDW
5HFHLYDEOHV IRU FOLHQW ILQDQFLQJ DUH JHQHUDOO\ VHFEXUHG RQ WKH WL

S5HFHLYDEOHV IURP ILQDQFLQJ DFWLYLWLHY DUH VKRZQ QHW RI DQ DO
DUH UHFRUGHG ZLWKLQ FRVW RI VDOHV LQ WKH FRQVROLGDWHG LQFRPH VW

&KDQJHV LQ WKH DOORZDQFH IRU GRXEWIXO DFFRXHQ %V HVHOHWFHHGEG YEHEGDR

» WKRXVDQG
$W -DQXDU\

$GGLWLRQDO SURYLVLRQV
8WLOL]DWLRQV

5HOHDVHV

2WKHU FKDQJHV

$W 'HFHPEHU
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2ZWKHU FXUUHQW DVVHWYV

$ EUHDNGWKHU FXUUHQW DVVHWV LV SUHVHQWHG EHORZ
$W '"HFHPEHU

» WKRXVDQG
,WDOLDQ DQG IRUHLJQ 9$7 FUHGLWV

3UHSD\PHQWYV

2WKHU

7RWDO RWKHU FXUUHQW DVVHWYV

2WKHU LQFOXGHYVY VHFEXULW\ GHSRVLWY DPRXQWY GXH IURP SHUVRQQF

$W 'HFHPEHL WKH *URXS KDG SURYLGHG JXDUDQWHUt» W K F K WADK(QL@®
» WKF C'"HFHPEHU SULQFLSDOO\ WR L EDQNV IRU D 8 6 'ROODU GHC
LL WD[ DXWKRULWLHV IRU 9%7 UHLPEXUVHPHQWY DFFRUGLQJ WR ,WDOLDQ
DQG H[SRUW DFWLYLWLHYV

$ EUHDNGRZQ Rl UHFHLYDEOHV DQG RWKHU FXUUHQW DVVHWV H[FOXG
$W '"HFHPEHU

WZHHQE \RQ
HDJy;hWﬁ\HDévHUGXH7RWDO

. : EH
RN

» WKRXVDQG
7UDGH UHFHLYDEOHV +
S5HFHLYDEOHYV IURP ILQDQFLQJ DFWLYLWLHV
&XUUHQW WD[ UHFHLYDEOHYV
2WKHU FXUUHQW DVVHWY H[FOXGLQJ SUHSD\PHQWYV
7RWDO

+ +
+ +

$W '"HFHPEHU

, EHWZHH,Q
o FSER B ISER08 o xn 7rwoo
» WKRXVDQG
7UDGH UHFHLYDEOHV + *
S5HFHLYDEOHV IURP ILQDQFLQJ DFWLYLWLHYV
&XUUHQW WD[ UHFHLYDEOHYV £ i
2WKHU FXUUHQW DVVHWY H[FOXGLQJ SUHSD\PHQWYV +
7RWDO
BBEBBEBEBBBBBBBBBBBBBBBBBBBBBBBB
([FOXGLQJ LQWHUHVW JHQHUDWHG RQ WKHVH UHFHLYDEOHV ,I D FRXQWHUSDUW\ WR WKH

UHVSHFWLYH GXH GDWH WKH HQWLUH DPRXQW RI WKH UHFHLYDEOH LV FRQVLGHUHG RYHUG

2YHUGXH DPRXQWYVY UHSUHVHQW UHFHLYDEOHY DQG RWKHU FXUUHQW D
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&855(17 ),1$1&,$/ $66(76 $1' 27+(5 ),1$1&,%/ /,$%,/,7,(6

$ EUHDNGRUQHQW ILQDQFLDO DVVHWYV LV SUHVHQWHG EHORZ

$W 'HFHPEHU

» WKRXVDQG
JLODQFLDO GHULYDWLYHV
2WKHU ILQDQFLDO DVVHWYV
&XUUHQW ILQDQFLDO DVVHWYV

&EXUUHQW ILQDQFLDO DVVHWY DQG RWKHU ILQDQFLDO OLDELOLWLHYV PI
FDSV

$ EUHDNGRZQ RI GHULYDWLYH DVVHWY DQG OLDELOLWLHYV LV SUHVHQW

$W 'HFHPEHU

SRVLWLYHIPLDWLYH BRMUWLYHIBLODWLYH IDLU
YDOXH YDOXH YDOXH YDOXH

» WKRXVDQG

&DVK IORZ KHGJH

&XUUHQF\ VZDSV

, QWHUHVW UDWH FDSYV

&RPPRGLWLHYV
7TRWDO &DVK IORZ KHGJHV
2WKHU IRUHLJQ FXUUHQF\ GHULYDWLYHV
2WKHU +
&EXUUHQW ILOQDQFLDO DVVHWYVY OLDELOLWLHYV

I+

I+
I+
+ I+

I+
I+

JRUHLJQ FXUUHQF\ GHULYDWLYHV WKDW GR QRW PHHW WKH UHTXLUHP
DV RWKHU IRUHLJQ FXUUHQF\ GHULYDWLYHV ,QWHUHVW UDWH FDSV UHC
VHEXULWL]DWL$SW '"HFHPEHL D( VXEVWDQWLDOO\ DOO GHULYDWLYH ILQD(
RI WZHOYH PRQWKV RU OHVV

$ EUHDNGRZQ RI RXWVWDQGLQJ GHULYDWLYH ILQDQFLDO LQVWUXPHQ
QRWLRQDO DPRXQWYV LV SUHVHQWHG EHORZ

$W '"HFHPEHU $W '"HFHPEHU
RWLRQD RWLRQDO
)DLU 9DOX PRXQM/beugoox PRXOW

» WKRXVDQG

&XUUHQFLHV

8 6 'ROODU

-DSDQHVH <HQ

6ZLVV )UDQF

3RXQG 6WHUOLQJ

&KLQHVH <XDQ

2WKHU
7TRWDO DPRXQW

BBBBBBBBBBBBBBBBBBBBBBBBBBBBB
2WKHU PDLQO\ UHODWHV WR WKH $XVWUDOLDQ 'ROODU WKH &DQDGLDQ 'ROODU DQG WKH -
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&DVK IORZ KHGJHV

&DVK IORZ KHGJHV PDLQO\ UHODWH WR IRUHLJQ FXUUHQF\ ULVN PDQD
LQ WKH (XUR 8 6 'ROODU H[FKDQJH UDWH IRU VDOHV LQ 8 6 'ROODUYV

7KH SROLF\ RI WKH *URXS IRU PDQDJLQJ IRUHLJQ FXUUHQF\ ULVN QRL
IXWXUH FDVK IORZV IURP WUDGLQJ DFWLYLWLHY DQG RUGHUV DFTXLUHG F
ZLWKLQ WKH IROORZLQJ PRQWKYV $FFRUGLQJ WR VXFK SROLF\ WKH KHC(
JHQHUDOO\ RQ D PRQWKO\ EDVLY 'HULYDWLYHV UHODWLQJ WR IRUHLJQ FXL
WKH GHULYDWLYH TXDOLILHV IRU KHGJH DFFRXQWLQJ 7KH DPRXQWV UH
FRPSUHKHQVLYH LQFRPH ZLOO EH UHFRJQL]HG LQ WKH FRQVROLGDWHG LQI
XQGHUO\LQJ WUDQVDFWLRQVY ODQDJHPHQW EHOLHYHV WKDW VXEVWDQWLL
FROQOWUDFWY DQG UHFRUGHG LQ WKH FDVK IORZ KHGJH UHVHUYH ZLOO EH |
IROORZLQJ PRQWKYV IURP WKH UHSRUWLQJ GDWH

$ EUHDNGRZQWDQO®G ORVVHV QHW RI WKH UHODWHG WD[ HIIHFWV UHF
WR WKH FRQVROLGDWHG LQFRPH VWDWHPHQW LV SUHVHQWHG EHORZ

JRU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQG
1HW UHYHQXHV

,QFRPH WD[ H[SHQVHYV

7RWDO UHFRJQL]HG LQ WKH FRQVROLGDWHG LQFRPH VWDWHPHQW

7TKH LOQHIIHFWLYHQHVYV RI FDVK IORZ KHGJHV DIONGQRW PDWHULDO IRU V
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(48,7<
6KDUH FDSLWDO
$W '"HFHPEHUDQG WKH IXOO\ SDLG XS VKDUH I» W K R R K BV & O.ORRPZSL QY

WDEOH VXPPDUL]JHV WKH QXPEHU RI FRPPRQ VKDUHV THFG PESHFLDMQ BRWLC
'"HFHPEHU HDFK RI ZKLFK KDV D QRPLQDO YDOXH RI

&RPPRQ VKDUHV 6SHFLDO YRWLQJ VKDUHV
7RWDO 2XWVWDQGESFE L2\ 7RWDO2XxWwvwDQGIERS RS,

$W '"HFHPEHU

6KDUHV UHSXUFKDVHG XQGHU VKDUH . . .

UHSXUFKDVH SURJUDP = * * *

6KDUHV DVVLIQHG XQGHU HTXLW\ LQFHQWLYH . . .

SODQV * * * *

2WKHU FKDQJHV + +

$W '"HFHPEHU

6KDUHV UHSXUFKDVHG XQGHU VKDUH . . .

UHSXUFKDVH SURJUDP T * * *

6KDUHV DVVLIQHG XQGHU HTXLW\ LQFHQWLYH . . .

SODQV = = = 5

$%2 + + + +

2WKHU FKDQJHV + + + +

$W '"HFHPEHU

3HUFHQWDJH RI VKDUHYYKHUG LBWKHEBO ROV

7TRWDO VKDUHV FRPPRQ VKDUHV DQG
VSHFLDO YRWLQJ VKDUHYV

&RPPRQ VKDUHYV

BBBBBEBBBBBBBBBBBBBBBBBBBBBBBB

,QFOXGHV VKDUHV UHSXUFKDVHG XQGHU WKH VKDUH UHSXUFKDVH SURJUDP EHWZHHQ -DQX
GDWH IRU D WRWDO FRQVLGHUDWLRQ LQFOXGLQJ WUDQVDFWLRQ FRVWV DQG LQFOXGLC
» WKRXVDQG

2Q ODUFK FRPPRQ VKDUHV ZKLFK ZHUH SUHYLRXVO\ KHOG LQ WUHDVXU\ ZHUH DVVL
UHVXOW RI WKH YHVWLQJ RI FHUWDLQ SHUIRUPDQFH VKDUH XQLW DQG UHWHQWLRQ UHVWL
FRPPRQ VKDUHV IRU D WRWD OWKRRWIERUD WURGSRRI WKRVH HPSOR\HHV ZKR ZHUH DVVLJC
LQGLYLGXDOupV WD[DEOH LQFRPH DV LV VWDQGDUG SUDFWLFH 6HOO WR &RYHWHLQDZD FERV
YHVWHG XQGHU WKH EURDG EDVHG HPSOR\HH VKDUH RZQHUVKLS SODQ DQG DJUHHPHQWYV Z|
2Q ODUFK FRPPRQ VKDUHV ZKLFK ZHUH SUHYLRXVO\ KHOG LQ WUHDVXU\ ZHUH DVVL.
UHVXOW RI WKH YHVWLQJ RI FHUWDLQ SHUIRUPDQFH VKDUH XQLW DQG UHWHQWLRQ UHVWL
FRPPRQ VKDUHV IRU D WRWD OWKRRWIERUD WURGSRRI WKRVH HPSOR\HHV ZKR ZHUH DVVLJC
LQGLYLGXDOpV WD[DEOH LQFRPH DV LV VWDQGDUG SUDFWLFH 6HOO WR &RYHU LQ D FURVYV
5HODWHVY WR WKH GHUHJLVWUDWLRQ RI VSHFLDO YRWLQJ VKDUHV XQGHU WKH &RPSDQ\p\
ERRNEXLOG RIIHULQJ 2$%23 PDGH E\ ([RU 1 9 RQ )HEUXDU\

5HODWHV WR WKH GHUHJLVWUDWLRQ RI FHUWDLQ VSHFLDO YRWLQJ VKDUHV XQGHU WKH &R

7KH OR\DOW\ YRWLQJ VWUXFWXUH

7KH SXUSRVH RI WKH OR\DOW\ YRWLQJ VWUXFWXUH LV WR UHZDUG RZQ
VWDELOLW\ RI WKH &RPSDQ\pvV VKDUHKROGHU EDVH E\ JUDQWLQJ ORQJ WHLU
JROORZLQJ WKH VHSDUDWLRQ RI )HUUDUL IURP WKH 6WHOODQWLYV *URXS ¢
)&$ SULRU WR WKH PHUJHU EHWZHHQ )&% DQG 3HXJHRW 6 $ FRPSOHWHG R(
6WHOODQWLV 1 9 LQ ([RU 1 9 2([RU® DQG 3LHUR )HUUDUL SDUWLFLS
WKHUHIRUH HW YRWHV IRU HDFK RI WKH FRPPRQ VKDUHV WKH\ KROG ,QY
HOHFW WR SDUWLFLSDWH LQ WKH OR\DOW\ YRWLQJ SURJUDP E\ UHJLVWHUL
WKHFWK \HI 7KH OR\DOW\ YRWLQJ SURJUDP ZLOO EH DIIHFWHG E\ PHDQV R
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KROGHUV RI FRPPRQ VKDUHV (DFK VSHFLDO YR YRWH DW WKH &RPSHB®\WK
PHHWLQJYV 2QO\ D PLQLPDO GLYLGHQG DFFUXHV WR WKH VSHFLDO YRWLQJ
WKH VSHFLDO YRWLQJ VKDUHV GR QRW FDUU\ DQ\ HQWLWOHPHQW WR DQ\ R
LPPDWHULDO HFRQRPLF HQWLWOHPHQWY DQG DV D UHVXOW GR QRW LPSDI
S5 HWDLQHG HDUQLQJYVY DQG RWKHU UHVHUYHYV
5HWDLQHG HDUQLQJY DQG RWKHU UHVHUYHV LQFOXGH

¥ D VKDUH SUHPL.» WKI D'HFHPEHU » WKI D'HFHPEHU

¥ D OHJDO L» WKR D'HFHPEHU D(» WKR C'HFHPEHU GHWHUPLQHG
DFFRUGDQFH ZLWK 'XWFK ODZ

f D WUHDVXU»> WKI L'HFHPEHU D(» WKI C'HFHPEHU
f D VKDUH EDVHG FRPSH» WKF D'HFHPEHU DC» WKF DABQG
'"HFHPEHU

JROORZLQJ DSSURYDO RI WKH DQQXDO DFFRXQWV E\ WKH VKDUHKROGH

R$SULO D GLYLGHQG (» SHU RXWVWDQGLQJ FRPPRQ VKDUH ZDV DSSU|
GLVWUL » WKF ZKLFK ZDV SDLG LQ 7TKH GLVWULEXWLRQ ZDV PDGH I

JROORZLQJ DSSURYDO RI WKH DQQXDO DFFRXQWV E\ WKH VKDUHKROGH
R$SULO D GLYLGHQG (» SHU RXWVWDQGLQJ FRPPRQ VKDUH ZDV DSSU|
GLVWUL » WKF ZKLFK ZDV SDLG LQ 7TKH GLVWULEXWLRQ ZDV PDGH I

JROORZLQJ DSSURYDO RI WKH DQQXDO DFFRXQWV E\ WKH VKDUHKROGH
R$SULO D GLYLGHQG (» SHU RXWVWDQGLQJ FRPPRQ VKDUH ZDV DSSU|
GLVWUL » WKF ZKLFK ZDV SDLG LQ 7TKH GLVWULEXWLRQ ZDV PDGH |
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2ZWKHU FRPSUHKHQVLYH LQFRPH ORVYV

$ EUHDNGRERHRI FRPSUHKHQVLYH LQFRPH ORVV LV SURYLGHG EHORZ
JRU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQG
,WHPV WKDW ZLOO QRW EH UHFODVVLILHG WR WKH FRQVROLGDWHG LQFRPH VWDWHPHQW LQ V
*DLQV /RVVHV RQ UHPHDVXUHPHQW RI GHILQHG EHQHILW SODQV

7RWDO LWHPV WKDW ZLOO QRW EH UHFODVVLILHG WR WKH FRQVROLGDWHG LQFRPH VWDWHPHC
SHULRGYV

,WHPV WKDW PD\ EH UHFODVVLILHG WR WKH FRQVROLGDWHG LQFRPH VWDWHPHQW LQ VXEVHTX
*DLQV /RVVHV RQ FDVK IORZ KHGJLQJ LQVWUXPHQWY DULVLQJ GXULQJ WKH SHULRG
*DLQV RQ FDVK IORZ KHGJLQJ LQVWUXPHQWY UHFODVVLILHG WR WKH FRQVROLGDWHG LQFRP
/JRVVHV RQ FDVK IORZ KHGJLQJ LQVWUXPHQWYV
(IFKDQJH GLIIHUHQFHV RQ WUDQVODWLQJ IRUHLJQ RSHUDWLRQV
7RWDO LWHPVY WKDW PD\ EH UHFODVVLILHG WR WKH FRQVROLGDWHG LQFRPH VWDWHPHQW LQ \
7RWDO RWKHU FRPSUHKHQVLYH LQFRPH ORVYV
5HODWHG WD[ LPSDFW
7RWDO RWKHU FRPSUHKHQVLYH LQFRPH ORVV QHW RI WD]

BEBBBBEBBBBBBBBBBBBBEBBBBBBBBBB

,QFOXGHYV »b O/RKRYAROW IGR XPQ GW KR XNVRDQWKH \HDUV HQGHG 'HFHPEHU DQG Uk
*URXSpV SURSRUWLRQDWH VKDUH RI WKH UHPHDVXUHPHQW RI GHILQIB3E \EHIEAMIMANGWDQV RI

*DLQV DQG ORVVHV RQ WKH UHPHDVXUHPHQW RI GHILQHG EHQHILW SO/
SHULRG DQG DUH RIIVHW DJDLQVW WKH UHODWHG QHW GHILQHG EHQHILW O

$ EUHDNGREHEQWR[ WIITHFWV UHODWLQJ WR RWKHU FRPSUHKHQVLYH LQFRI

JRU WKH \HDUV HQGHG 'HFHPEHU

3UH WD?'\_/'VODD[WHqu 3UH WDF'\_}VODD[WHqHW 3UH WDFWD[ HW
EDODQFHY DL -\ EFDODQFEDODQFHY DL -\ EDODQFEDODQFHY L -\ EDODQFH
» WKRXVDQG
*DLQV /RVVHV RQ
UHPHDVXUHPHQW RI GHILQHG
EHQHILW SODQV
*DLQV /RVVHV RQ FDVK IORZ
KHGJILQJ LQVWUXPHQWYV
(IFKDQJH ORVVHV JDLQV RQ . .
WUDQVODWLQJ IRUHLJQ RSHUDWLRQV o &
7RWDO RWKHU FRPSUHKHQVLYH
LQFRPH ORVYV

7UDQVDFWLRQV ZLWK QRQ FRQWUROOLQJ LQWHUHVWYV

'LWK WKH H[FHSWLRQ RI GLYLGHQGVY SDLG WR QRQ FRQWUROOLQJ LQV
LQWHUHVWYV IRUHFHPEHU R 3

3ROLFLHY DQG SURFHVVHV IRU PDQDJLQJ FDSLWDO
7TKH *URXSpV REMHFWLYHV ZKHQ PDQDJLQJ FDSLWDO DUH WR FUHDWH

FROQOWLQXLW\ DQG VXSSRUW WKH VXVWDLQDEOH JURZWK RI WKH *URXS $V
HFRQRPLF UHWXUQ IRU LWV VKDUHKROGHUV DQG JXDUDQWHH HFRQRPLF DFI



JHUUDUL 1 9
127(6 72 7+( &2162/,'$7(" ),1$1&,%$/ 67$7(0(176

6+$5( %$6(" &203(16$7,21
(TXLW\ LQFHQWLYH SODQV

7KH *URXS KDV VHYHUDO HTXLW\ LQFHQWLYH SODQV XQGHU ZKLFK D F
UHWHQWLRQ UHVWULFWHG VKDUH XQLWYV 2568VS3 ZKLFK HDFK UHSUHVHQW
DZDUGHG WR WKH ([HFXWLYH &KDLUPDQ WKH &KLHI ([HEXWLYH 23)LPHU 2&(
DQG RWKHU HPSOR\HHV RI WKH *URXS

(TXLW\ . QFHQWLYH 30DQ

,Q WKH ILUVW TXDUWHU RI 368 DZDUGV YHVWHG SHHBEHEWKB WLRUJHW
DZDUGV DV D UHVXOW RI WKH DFKLHYHPHQW RI WKH UH®BWHG®G BG\W NRHMPDIDG
DFKLHYHPHQW RI WKH UHODWHG VHUNRPHARRRYEDWHR QYKL KD 2HHMX GWH Y LR
ZHUH DVVLJQHG WR SDUWLFLSDQWYVY RI WK H CGROOUQNK® W RBDIWUGVW IWD VDR G |
,QFHQWLYH 30DQ

(TXLW\ . QFHQWLYH 30DQ

,Q WKH ILUVW TXDU 368 DZDUGV YHVW SHL RI WKH WDQUJHW
DZDUGVY WKDW UHPDLQHG RXWVWDQGLQJ DW WKH WLPH RI YHVWLQJ DV D U
DQG 568 DZDUGY YHVWHG XSRQ DFKLHYHPHQW RI FRPPRAG VI

VKDUHV ZKLFK ZHUH SUHYLRXVO\ KHOG LQ WUHDVXU\ ZHUH DVVLJQHG WR ¢
QR IXUWKHU DZDUGV RXWVWDQGLQJ IRU WKH (TXLW\ QFHQWLYH 30DQ

(TXLW\ . QFHQWLYH 30DQ

8QGHU WKH (TXLW\ ,QFHQWLYH 30DQ DSSURYHG I WKR WHKH) &F

368V WR WKH ([HFXWLYH &KDLUPDQ WKH &(2 WKH UHPDLQLQJ PHPEH

DQG DSSUI  WKR ' 568V WR PHPEHUV RI WKH )/7 DQG RWKHU HPSOR\HF
568V FRYWK \H SHUIRUPDQFH DQG VHUYLFH SHULRGYV IURP WR

368 DZDUGYV

7KH YHVWLQJ RI WKH DZDUGV LV EDVHG RQ WKH DFKLHYHPHQW RI GHIL

L 765 7TbUu SHUL RI WKH DZDUGV YHVW EDVHG RQ WKH DFKLHYHPHQW RI1 V
LQGXVWU\N VSHFLIHOF FRPSDRIXEVRI

LI(%,7'$ 7DU SHL RI WKH DZDUGY YHVW EDVHG RQ WKH DFKLHYHPHQW
FRPSDULQJ $GMXVWHG (%,7'$ WR WKH $GMXVWHG (%,7'$ WDUJHWV GHU

LI(6* 7DU. SHL RI WKH DzZzbUGV YHVW EDVHG RQ WKH DFKLHYHPHQW RI G
DQG VRFLOQ BMAUMRUBWOBHQWKH (6* 7TDUJHW LV EDVHCG RQEW RHHB HGWXIFR\VQ
SHURNWQBADVHG RQ WKH PDLQWHQDQFH RI WKH (TXDO 6DODU\ FHUWLIL

(DFK WDUJHW LV VHWWOHG LQGHSHQGHQWO\ RI WKH RWKHU WDUJHWYV
,Q 'UFK 368 bzDUGYVY DUH H[SHFWHG WR Y} SHU RI WAKHIQ W/
WDUJHW 368 DZDUGYV WKDW UHPDLQHG RXWVWDQGLQJ DW WKH WLPH RI YHV

FRQGLWLRQV DQG DQ HTXDO QXPEHU Rl FRPPRQ VKDUHV KHOG LQ WUHDVX
ZKLFK WKHUH ZLOO EH QR IXUWKHU 368 DZDUGV RXWVWDQGLQJ

568 DZDUGYV

,Q ODUFK 568 DzbUGV DUH H[SHFWHG WR YHVW DV D UHVXC
VHUYLFH FRQGLWLRQ ZKLFK LV WKH UHFLSLHQWpVY FRQWLQXHG HPSOR\PH
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QXPEHU RI FRPPRQ VKDUHV KHOG LQ WUHDVXU\ ZLOO EH DVVLIJQHG WR SD
IXUWKHU 568 DZDUGV RXWVWDQGLQJ

(TXLW\ . QFHQWLYH 30DQ

8QGHU D QHZ (TXLW\ ,QFHQWLYH 30DQ DSSURYHG LQWKRXWHK®G&

368V WR WKH ([HFXWLYH &KDLUPDQ WKH &(2 PHPEHUV RI WKH )/7
DSSUR[LPDWKMRXVDQG 568V WR PHPEHUV RI WKH )/7 DQG RWKHU HPSOR\HH
368V DQG 56 8 WKRMNHHEHWKRIUPDQFH DQG VHUYLFH SHULRGV IURP W

368 DZDUGYV

7KH YHVWLQJ RI WKH DZDUGV LV EDVHG RQ WKH DFKLHYHPHQW RI GHIL

L 765 7TbUu SHUL RI WKH DZDUGV YHVW EDVHG RQ WKH DFKLHYHPHQW RI1 V
LQGXVWU\N VSHFLIHOF FRPSDRIXEVRI

LI(%,7'$ 7DU SHL RI WKH DZDUGY YHVW EDVHG RQ WKH DFKLHYHPHQW
FRPSDULQJ $GMXVWHG (%,7'$ WR WKH $GMXVWHG (%,7'$ WDUJHWV GHU

LI(6* 7DU. SHL RI WKH DzZzbUGV YHVW EDVHG RQ WKH DFKLHYHPHQW RI G
DQG VRFLDO |IDRPRMRIFHQBWIKWK(6* 7TDUJHW EDVHG RE®DWER QU HB XY WLRQV R
SHUFEHRMHG RQ WKH PDLQWHQDQFH RI WKH (TXDO 6DODU\ FHUWLILFDWL

(DFK WDUJHW LV VHWWOHG LQGHSHQGHQWO\ RI WKH RWKHU WDUJHW\
DVVLIQHG XSRQ YHVWLQJ GHSHQGY RQ WKH OHYHO RI DFKLHYHPHQW RI1 WKI

568 DZDUGYV
7TKH DZDUGV YHVW LQ VXEMHFW WR WKH UHFLSLHQWMVY FRQWLQXHC

(TXLW\ . QFHQWLYH 30DQ

8QGHU D QHZ (TXLW\ ,QFHQWLYH 30DQ DSSURYHG LQWKRXWHK® G
368V WR WKH ([HFXWLYH &KDLUPDQ WKH &(2 PHPEHUV RI WKH )/7
DSSUR[LPDWKRXVDQG 568V WR PHPEHUV Rl WKH )/7 DQG RWKHU HPSOR\HH
368V DQG 56 8 WKRMNHHEBHWKRIUPDQFH DQG VHUYLFH SHULRGV IURP W

368 DZzDUGV

7TKH YHVWLQJ RI WKH DZDUGV LV EDVHG RQ WKH DFKLHYHPHQW RI GHIL

L 765 7D SHL RI WKH 368V YHVW EDVHG RQ WKH &RPSDQ\ V 765
SHUIRUPDQFH SHULRG FRPSDUHG WR WKH LQGXVWU\ VSHFLILF SHHU JU
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JHUUDUL 765 5DQNLQJ Rl 7TDUJHW $ZDUGV WKDW 9HVW

7KH GHILQHG SHHU JURXS LQFOXGLQJ )HUUDUL IRU WKH 765 7DUJHW L

JHUUDUL $VWRQ ODUWLQ %UXQHOOR &XFLQHOO®BXUEHUU\
+HUPHYV .HULQJ /190+ ORQFOHU
3UDGD BRUVFKH $* S5LFKHPRQW
LI(%.,.7'$ 7D SHL RI WKH 3686 YHVW EDVHG RQ WKH DFKLHYH

GHWHUPLQHG E\ FRPSDULQJ $GMXVWHG (%,7'$ WR WKH $GMXVWHG (%,
SODQ DV VXPPDUL]JHG EHORZ

$FWXDO $GMXVWHG (%,7'$ &RPSDUHG WR %XVLQHMV$ZDDQV WKDW 9HVW

%XVLQHVY 30DQ 7DUJHW

I+

LIL(6* 7D SHL RI WKH 368V YHVW EDVHG RQ WKH DFKLHYHPHQYV
HQYLURQPHQWDO DQG WRIRUARHMWRAWRUYDUIMW EDVHG FQ WERH HPGX VW]
DQGSHUEDQWG RQ WKH DFKLHYHPHQW RI WDUJHWY UHODWLQJ WR IHPI

(DFK WDUJHW LV VHWWOHG LQGHSHQGHQWO\ RI WKH RWKHU WDUJHW\
DVVLIQHG XSRQ YHVWLQJ GHSHQGYVY RQ WKH OHYHO RI DFKLHYHPHQW RI WK}

568 DZDUGYV
7TKH DZDUGV YHVW LQ VXEMHFW WR WKH UHFLSLHQWPVY FRQWLQXHC
6XSSOHPHQWDO LQIRUPDWLRQ UHODWLQJ WR WKH (TXLW\ ,QFHQWLYH 2

)DLU YDOXH DQG NH\ DVVXPSWLRQV

7KH IDLU YDOXH RI WKH 368V DQG 568V WKDW ZHUH DZDUGHG XQGHU
GHWHUPLQHG EDVHG RQ DFWXDULDO FDOFXODWLRQV WKDW DSSO\ FHUW
FKDUDFWHULVWLFV RI WKH DZDUGYV JUDQWHG LV VXPPDUL]HG LQ WKH IROO

(TXLW\ ,QFHQWLYH 30DQ
368V »
568V »
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7KH IDLU YDOXH RI WKH 368 bzDbUGV ZDV PHDVXUHG DW WKH JUL
7KH IDLU YDOXH RI WKH 568 DZDUGV ZDV PHDVXUHG XVLQJ WKH VKD
YDOXH RI IXWXUH GLVWULEXWLRQV WKDW WKH UHFLSLHQWY ZLOO QRW UHFI

7KH NH\ DVVXPSWLRQV XWLOL]J]HG WR FDOFXODWH WKH JUDQW GDWH ILC
,QFHQWLYH 30DQ DUH VXPPDUL]HG EHORZ

(TXLW\ ,QFHQWLYH 30DQ
*UDQW GDWH VKDUH SULFH »
([SHFWHG YRODWLOLW\
'LYLGHQG \LHOG
5LVN I[UHH UDWH

7KH H[SHFWHG YRODWLOLW\ ZDV EDVHG RQ WKH REVHUYHG YRODWLOL
RQ WKH L%R[[ VRYHUHLJQ (XUR]JRQH \LHOG

%URDG EDVHG HPSOR\HH VKDUH RZQHUVKLS SODQ

,Q 1RYHPEHU WKH &RPSDQ\ ODXQFKHG D EURDG EDVHG HPSOR\H
HPSOR\HH LV JLYHQ WKH RSWLRQ WR EHFRPH D VKDUHKROGHU RI WKH &RF
PD[LPXP Rl DSSURWRBRWWIDOE&H HPSOR\HH KROGV WKRIQWHXHH ¥ RIRSDDW ZQ 19 D\
WKHP DQ DGGLWLRQDO WUDQFKH RI VKDUHV SIHJURRH QMK ¥ P OKX HR IRR QK i K DWW

VKDUH DZDUGV YHVWHG DQG WKH &RP\GKOIUHI DZQWGEG B MDG/GELQWL K
HPSOR\HHV ZHUH JLYHQ WKH RSSRUWXQLW\ XQGHB3VERERIIGL RARPGHWLLRL
&RPSDQ\ VKDUHV ,Q WKH &RPSDAX\DRBIGHZD UG\ @WERI DZDUGY YHVWHG
DUUDQJHPHQWYV

2WKHU VKDUH EDVHG FRPSHQVDWLRQ

,Q VKDUH DZDUGY JUDQWHG WR FHUWDLQ HPSOR\HHV LQ DQG
JHUUDUL FRPPRQ VKI DZDUG DzDUGV ZHUH IRUIHLWHG LQ DQG
YDOXH RI WKH DZD» SHU DZDUG PHDVXUHG XVLQJ WKH VKDUH SULFH DW
YDOXH RI IXWXUH GLVWULEXWLRQV ZKLFK WKH UHFLSLHQWY ZLOO QRW UHFI

7KH &RPSDQ\ DOVR SURYLGHV VKDUH EDVHG SD\PHQWYV IRU VHUYLFHYV
FHUWDLQ VXSSOLHUYV

2XWVWDQGLQJ VKDUH DZDUGV

7KH IROORZLQJ WDED&JSIWHWRQMKWHWKWFWDQGLQJ VKDUH DZDUGV XQ
DUUDQJHPHQWYV

368 $ZDUGV 568 $ZDUGV 2WKHU $ZDUGW“%38J2%NVWDQGLQ

%DODQFH DW '"HFHPEHU
*UDQWHG
9HVWHG
JRUIHLWHG DQG RWKHU
%DODQFH DW '"HFHPEHU
*UDQWHG
9HVWHG
JRUIHLWHG DQG RWKHU
%DODQFH DW '"HFHPEHU
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6KDUH EDVHG FRPSHQVDWLRQ H[SHQVH

TKWKDUH EDVHG FRPSHQVDW IRU WKH \H'HFHPEHU D( LV
SUHVHQWHG EHORZ

JRU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQG
(TXLW\ LQFHQWLYH SODQVY DQG RWKHU VKDUH EDVHG DZDUGV
&RPPHUFLDO DJUHHPHQWY ZLWK VXSSOLHUV
%URDG EDVHG HPSOR\HH VKDUH RZQHUVKLS SODQ
7RWDO VKDUH EDVHG FRPSHQVDWLRQ H[SHQVH

(03/2<(( %(1(),76

$ EUHDNGRIZRYRVLRQV IRU HPSOR\HH EHQHILWV LV SUHVHQWHG EHORZ
$W 'HFHPEHU

» WKRXVDQG
BUHVHQW YDOXH RI GHILQHG EHQHILW REOLJDWLRQV IRU ,WDOLDQ HPSOR\HH VHYHU
2WKHU SURYLVLRQV IRU HPSOR\HHYV
7TRWDO SURYLVLRQV IRU HPSOR\HH EHQHILWYV

'"HILQHG FRQWULEXWLRQ SODQV

7KH *URXS UHFRJQL]J]HV WKH FRVW IRU GHILQHG FRQWULEXWLRQ SODQ\
DQG FODVVLILHV WKLV E\ IXQFWLRQ LQ FRVW RI VDOHVY VHOOLQJ JHQHUDC
7TKH WRWDO LQFRPH VWDWHPHQW H[SHQVH IRU GHFHPHEGWFRQWURLEEWLRQV !
ZDY¥ WKRXVDQGWKROPWE G WKRXVBDQYEHFWLYHO\

'"HILQHG EHQHILW REOLJDWLRQV
,WDOLDQ HPSOR\HH VHYHUDQFH LQGHPQLW\ 7)5

TUDWWDPHQWR GL ILQH UDSSRUWR RU 27)53 UHODWHV WR WKH DPRXQ
WKH\ OHDYH WKH FRPSDQ\ DQG LV FDOFXODWHG EDVHG RQ WKH SHULRG R
8QGHU FHUWDLQ FRQGLWLRQV WKH HQWLWOHPHQW PD\ EH SDUWLDOO\ DGYI

7KH ,WDOLDQ OHJLVODWLRQ UHJDUGLQJ WKLV VFKHPH ZDV DPHQGHG
GHFUHHY DQG UHJXODWLRQV LVVXHG LQ WKH ILUVW SDUW RI 8QGHU Wi
REOLJHG WR WUDQVIHU WKH 7)5 WR WKH 27UHDVXU\ IXQG3 PDQDJHG E\ WKF
VXSSOHPHQWDU\ SHQVLRQ IXQGV 3ULRU WR WKH DPHQGPHQWY DFFUXLQ.
PDQDJHG E\ WKH FRPSDQ\ LWVHOI &RQVHTXHQWO\ WKH ,WDOLDQ FRPSL
VXSSOHPHQWDU\ SHQVLRQ IXQGV WDNH WKH IRUP XQGHU ,$6 UHYLVHG
UHFRUGHG LQ WKH SURYLVLRQ IRU HPSOR\HH VHYHUDQFH SD\ UHWDLQ WKH
IRU HPSOR\HH VHYHUDQFH LQGHPQLW\ LQ ,WDO\ FRQVLVWY RI WKH UHVLGX
XQIXQGHG GHILQHG EHQHILW SODQ DV WKH EHQHILWY KDYH DOUHDG\ EHH(
UHYDOXDWLRQV ©6LQFH WKH VFKHPH KDV EHHQ FODVVLILHG DV D GHII
DVVRFLDWHG FRVW EHLQJ WKH UHTXLUHG FRQWULEXWLRQV WR WKH SHQVL
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&KDQJIJHV LQ WKH GHILQHG EHQHILW REOLJDWLRQV UHODWLQJ W
7TRWDO

$PRXQWV DW 'HFHPEHU
5HFRJQL]JHG LQ WKH FRQVROLGDWHG LQFRPH VWDWHPHQW
5HFRJQL]JHG LQ RWKHU FRPSUHKHQVLYH LQFRPH ORVYV
%HQHILWYV SDLG

$PRXQWV DW 'HFHPEHU

5HFRJQL]JHG LQ WKH FRQVROLGDWHG LQFRPH VWDWHPHQW
5HFRJQL]JHG LQ RWKHU FRPSUHKHQVLYH LQFRPH ORVYV
%HQHILWYV SDLG

$PRXQWV DW 'HFHPEHU

BBEBBBBBBBBBBBBBBBBBBBBBBBBBB
5HODWHV WR DFWXDULDO JDLQV ORVVHV IURP ILQDQFLDO DVVXPSWLRQYV

$ EUHDNGRREQRWW UHFRJQL]JHG LQ WKH FRQVROLGDWHG LQFRPH VWDW
EHORZ

JRU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQG

 QWHUHVW H[SHQVH
7RWDO UHFRJQL]HG LQ WKH FRQVROLGDWHG LQFRPH VWDWHPHQW

7KH GLVFRXQW UDWHV XVHG IRU WKH PHDVXUHPHQW RI WKH ,WDOLDQ
UDWHG IL[HG LQFRPH VHFXULWLHV IRU ZKLFK WKH WLPLQJ DQG DPRXQWYV F
EHQHILW SD\PHQWV )RU WKLV SODQ WKH VLQJOH ZHLJKWHG DYHUDJH GLVF
VFKHPH IXWXUH EHQHILMV SDNPBIGWIMEIRGBMUEBQW ( SHUEBQW 7KH DYHUDJH
GXUDWLRQ RI WKH ,WDOLDQ\RPD™MFHPSSWR[LARBWBIW\'HFHPEHUDQG
SHWLUHPHQW RU HPSOR\HH OHDYLQJ UDWHY DUH GHYHORSHG WR UHIOHFW
IRU UHWLUHPHQW LQ ,WDO\

&XUUHQW VHUYLFH FRVW LV UHFRJQL]JHG E\ IXQFWLRQ LQ FRVW RI VDC
DQG GHYHORSPHQW FRVWYV
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7TKH H[SHFWHG IXWXUH EHQHILW SD\PHQWV IRU WKH GHILQHG EHQI
'HFHPEHU DUH SUHVHQWHG EHORZ

» WKRXVDQG

7TRWDO

7TKH VHQVLWLYLW\ RI WKH GHILQHG EHQHILW REOLJDWLRQV WR FKDQJH
EHORZ

$W '"HFHPEHU

&KDQJHV LQ&KDQJIHV QJHV LQ&KDQJIHV LQ

DVVXPSWLR@WRIYXPSWLRO@WRIXPSWLR@WRIXPSWLRQ RI

GLVFRXQW UBMWH RXQW UDWHRXQW UBMYHFRXQW UDWH
» WKRXVDQG

,PSDFW RQ GHILQHG EHQHILW REOLJDWLRQ

7KH DERYH VHQVLWLYLW\ DQDO\VLY LV EDVHG RQ DQ DVVXPHG FKD(
DVVXPSWLRQV FRQVWDQW ,Q SUDFWLFH WKLV LV XQOLNHO\ WR RFFXU DQ
FDOFXODWLQJ WKH VHQVLWLYLW\ RI WKH GHILQHG EHQHILW REOLJDWLRQ
DSSOLHG DV ZKHQ FDOFXODWLQJ WKH GHILQHG EHQHILW OLDELOLW\ UHFRJC

2WKHU SURYLVLRQV IRU HPSOR\HHYV

2WKHU SURYLVLRQV IRU HPSOR\HHV FRQVLVW RI WKH H[SHFWHG IXWX
RWKHU UHPXQHUDWLRQ VFKHPHY ZKLFK DUH QRW VXEMHFW WR DFWXDULDO

$WHFHPEHU RWKHU SURYLVLRQV IRU HPSOR\HHV FRPSULWHG VKRUW \
WKRXWDQG WK RXDWDEHP EHU DQG RWKHU EHQH%LWV \BRRXQIQ@IKRBRWD Q G
'"HFHPEHU SULPDULO\ UHODWLQJ WR MXELOHH EHQHILWY JUDQWHG WR FH
*URXS
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3529,6,216

ORYHPHQWYV LQ SURYLVLRQV DUH SUHVHQWHG EHORZ

VVLILFDWLRQ
. GGLWL 7UPQVOD :
$W HFHPEH@URYLVWL]DWHBQDVMIHUHQ\E]E(@%F?'\_/'VQKW HFHPEHU

» WKRXVDQG

,_
(]
@)
<
I+

:DUUDQW\ DQG UHFDOO FDPSDLJQV

7KH SURYLVLRQ IRU ZDUUDQW\ DQG UHFDOO FDPSDLJQV UHSUHVHQWYV
IRU FRQWUDFWXDO OHJDO RU FRQVWUXFWLYH REOLJDWLRQV DULVLQJ IURI

/IHIDO SURFHHGLQJY DQG GLVSXWHV

7KH SURYLVLRQ IRU OHJDO SURFHHGLQJV DQG GLVSXWHV UHSUHVHQ
H[SHFWHG WR EH UHTXLUHG WR VHWWOH RU RWKHUZLVH UHVROYH OHJIDC
DOOHJDWLRQV E\ FRQWUDFWXDO FRXQWHUSDUWLHYV WKDW WKH *URXS KDV
WKH DSSOLFDEOH UHODWLRQVKLSYV -XGJPHQWRULEHVKGEH DSOMKRKIL QIM R
PD\ UHPDLQ VXEMHFW WR RQJRLQJ MXGLFLDO UHYLHZ :KLOH WKH RXWFRPH
WKH SURYLVLRQV UHFRUGHG DUH QRW H[SHFWHG WR EH PDWHULDO WR WKH

(QYLURQPHQWDO DQG RWKHU ULVNYV

7KH SURYLVLRQ IRU HQYLURQPHQWDO DQG RWKHU ULVNV SULPDULO\ U
HPLVVLRQV UHJXODWLRQV DV ZHOO DV WR GLVSXWHV DQG PDWWHUV ZKLF!
VXSSOLHUV GLVWULEXWRUV HPSOR\HHVY DQG RWKHU SDUWLHV

7/KH IROORZLQJ WDEOH SUHVHQWY ZKHUH WKH DGGLWLRQDO SURYLVLI
\HDUV HOFGIHPE&E H U DQRG ZHUH UHFRUGHG ZLWKLQ WKH FRQVROLGDWHG LC

JRU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQG
5HFRUGHG LQ WKH FRQVROLGDWHG LQFRPH VWDWHPHQW ZLWKLQ
&RVW RI VDOHV
6HOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH FRVWV
7TRWDO
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$ EUHDNGRZQ Rl GHEW E\ QDWXUH DQG VSOLW EHWZHHQ FXUUHQW DQGC

$W 'HFHPEHU

RQ RQ
&XUUHQW&UUHQMRWDO&XUUHQW&UUHQMRWDO
» WKRXVDQG

$VVHW EDFNHG ILQDQFLQJ 6HFXULWL]DWLRQV
%RQGV DQG QRWHYV

%RUURZLQJV IURP EDQNV DQG RWKHU ILQDQFLDO
LOQVWLWXWLRQV

/HDVH OLDELOLWLHYV
2WKHU GHEW + +
7TRWDO GHEW

ORYHPHQWY LQ GHEW DUH SUHVHQWHG EHORZ ILQDQFLQJ FDVK IORZYV

JLQDQFLQJ FDVK ICRZRHU PRYHPHQWYV

WHUHVW

Eﬁ%%%EHHEW%TPHQW%FUXHGUDQVODQ&@@%FH DW
ERUGRZL LG DGGIHUHQ
RVURZLQIYLE,

» WKRXVDQG

$VVHW EDFNHG ILQDQFLQJ 6HFXULWL]DWLRQV
%RQGV DQG QRWHYV +

%RUURZLQJV IURP EDQNV DQG RWKHU ILQDQFLDO
LOQVWLWXWLRQV

/HDVH OLDELOLWLHYV
2WKHU GHEW +
7TRWDO GHEW

I+

I+

JLQDQFLQJ FDVK ICPRZRHU PRYHPHQWYV

%DODQFHsuWFHHGMSD\PHQw%WSQ#gW &%@QF
"HEHPEHU IURP Y T °Q
ERUURZLQRMURZLQ%%KH

G

U
» WKRXVDQ

$VVHW EDFNHG ILQDQFLQJ 6HFXULWL]DWLRQV
%RQGV DQG QRWHYV

%RUURZLQJV IURP EDQNV DQG RWKHU ILQDQFLDO
LOQVWLWXWLRQV

/HDVH OLDELOLWLHV
2WKHU GHEW +
7TRWDO GHEW

BBBBBBBBBBBBBBBBBBBBBBBBBBBBB
2WKHU FKDQJHV LQ OHDVH OLDELOLWLHY UHODWH HQWLUHO\ WR QRQ FDVK PRYHPHQWYV IR
,QFOXGHW JDLYKRIWMHDPGE]HG RQ WKH SDUWLDO FDVK WHQGHU H[HFXWHG GXULQJ WKH WKL
LQ

I+
I+

I+
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&ERQWUDFWXDO XQGLVFRXQWHG FDVK IORZYV

7TKH FRQWUDFWXDO PDWXULWLHYVY FRQWUDFWXDO XQGLVFRXQWHG FDV
UHOHYDQW PDWXULW\ JURXSLQJY DUH SUHVHQWHG EHORZ

&RQWUDFWXDO FDVK IORZV DW 'HFHPEHU

7RWDO $V UHSRUWHG
/HVV WKD@HWZHHQ6HWZHH
\HDU DQG \HDDYG \H[?LY\V'U \H[FFLBB‘Z\?/VQ’LI’BRDZMV"(D*OFHPEHU
» WKRXVDQG
$VVHW EDFNHG ILQDQFLQJ 6HFXULWL]DWLRQV +
%RQGV DQG QRWHV
%RUURZLQJV IURP EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQ\
/HDVH OLDELOLWLHYV
2WKHU GHEW + + +
7RWDO GHEW
&RQWUDFWXDO FDVK IORZV DW '"HFHPEHU
7RWDO $V UHSRUWHG
/HVV WKD@HWZHHQ6HWZHH
SR AP e HHSYHU  \HFRQW U D FOWK DHOF H P E H U

FDVK IORZV

» WKRXVDQG
$VVHW EDFNHG ILQDQFLQJ 6HFXULWL]DWLRQV +
%RQGYVY DQG QRWHYV
%RUURZLQJV IURP EDQNYV DQG RWKHU ILQDQFLDO LQVWLWXWLRQ\W4
/HDVH OLDELOLWLHYV
2WKHU GHEW + + +
7TRWDO GHEW

BBBBBBBBEBBBBBBBBBBBBBBBBBBBBB
$V UHSRUWHG LQ WKH FRQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ

$VVHW EDFNHG ILQDQFLQJ 6HFXULWL]DWLRQV

$V D PHDQV RI GLYHUVLI\LQJ LWV VRXUFHV RI IXQGVY WKH *URXS VHOC
VHUYLFHY DFWLYLWLHYVY LQ WKH 8QLWHG 6WDWHV WKURXJK DVVHW EDFNHC
ILQDQFLQJ DQG VHFXULWL]DWLRQ SURJUDPV DUH XVHG VIQRQ\PRXVO\ WK
W\SLFDOO\ DVVRFLDWHG ZLWK WKH UHODWHG UHFHLYDEOHV $V D UHVXOW
FRQVROLGDWHG XQWLO FR7KH VHFXULWL]DWLRQ DJUHHPHQWY IRU ERWK SL
KHGJLQJ WKURXJK LQWHUHVW UDWH FDS GHULYDWLYHYV

'HWDLOV UHODWLQJ WR WKH UHYROYLQJ VHFXULWL]DWLRQ SURJUDPV L
$PRXQW $PRXQW

3URJUDP )XQGLQJ /LPLMXWVWDQGLQ2XDWWWDQGLQOMMXULW) 'DWH
"HFHPEHU "HFHPEHU
PLOOLRQ PLOOLRQ PLOOLRQ
6\QGLFDWHG SURJUDP UHWDLO "HFHPEHU
3URJUDP OHDVH UHWDLO 1RYHPEHU

7RWDO DVVHW EDFNHG ILQDQFLQJ 6HFXULWL]IDWLRQV

BBBEBBBBBBBBBBBBBBBBBBBBBBBBBB
$W 'HFHPEHU WKH QRWHV UHODWLQJ WR WKH UHWDLO VHFXULWL]DWLRQ SURJUDP EF
EDVH UDWH VXEVWDQWLDOO\ UHSOLFBIWLQYJ SRKQW,% DR S OXKHDQRMHY QURODWLQJ WR WKH Ol
LQWHUHVW DW D UDWH SHU DQQXP HTXDO W FE MWL BRIWHIBWH RI 62)5 SOXV D PDUJLQ RI
([FOXGLQJ DFFUXHG LQWHUHVW

&DVK FROOHFWHG IURP WKH VHWWOHPHQW RI UHFHLYDEOHV XQGHU \
UHJDUGLQJ LWV XVH DQG LV SULPDULO\ DSSOLHG WR UHSD\ SULQFLSDO D!
DPRXQWHG WWKROWFH® EHU » WKRXDAMW QBFHPEHU
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%RQGV DQG QRWHYV
%RQG

2Q 0D\ WKH &RPSDQ\ IXOO\ UHSDLG WKH »% R QG WR B XN DR\
LQFOXGLQJ DFFUXHG LQWHUHVW 7KH ERQG ZDV SUHBYLRPA\\OMMNR KRBSRQ 0
SHUPK@WG XH RQ 0D\ JROORZLQJ D FDVK WHQGHU RIIHU LQ -XO\ W
RI WKH %RQG IRU DQ DJJUKWJIDWH \QRRODIDOGCHRBRKIOMW IR IS WL IKRXRBD)GO WL Q.
LQ JDLQV RWKRXXOIFEK ZHUH UHFRJQL]JHG ZLWKLQ ILQDQPVBPHPEHRPH 7KH |
ZD» WKF LQFOXGLQJ DFF» WKFWNDBGW RI

%RQG

2Q 0D\ WKH &RPSDQSHUWRM@WRU QRWHV GXH 0D\ 2 %RQG?
R I» PLOGKRQQRWHY ZHUH LVVXHG DW D GLVFRHUFHBRWKOYLIQN XD SUIMF S
» WKRXVDMMU UHODWHG H[SHQVHV D GG DR KEMVE B QIGRZPYWDGH MWK VWRH G W R
UHJXODWHG PDUNHW RKKXSBRHHWGXEOR® WKH %RQG DUH LQWHQGHG
SXUSRVHV 7KH DPRXQW RXW 'HFHPEHU RIDWKH W RARQMRBXGLQJ DFFUXHG
R b WKR%»VDQG WKF LQFOXGLQJ DFFYXHG WEW® DW '"HFHAEH J

DQG IRWHYV

2Q -XO0O\ WKH &RPSBQUFWQMRE® QRWHYV GXH $XJIXVW S HU F H ORW
VHQLRU QRWHY GXH $XJIXVW 2 IRWHV3: WKURXJK D SULYDWH SODFHP
D SULQRLSDRPLEBDAKRID QHW SURFHHGV IURP WKH LV \VWKORYBPEDER BARX QWG WW R
RQ DQ DQQXDO EDVLV HTXDO WKH QRPLQDO FRXSRQ UDWHV RI WKH QRWHYV
JHQHUDO FRUSRUDWH SXUSRVHV LQFOXGLQJ WKH IXQGLQJ RI FDSLWDO HIS

"KH DPRXQW RXWVWDQGL'HFHPEHU ZI[» WKF LQFOXGLQJ DFFUXHG
R » WKR » WKF LQFOXGLQJ DFF » WKR DW 'HFHPHEH 7TKH DPRXQW
RXWVWDQGLQJ RI "HFHPEHU ZC» WKF LQFOXGLQJ DFF» W K R XAVHDWHGY
» WKF LQFOXGLQJ DFF» WKR DW 'HFHPEH J

IRWHYV

2Q -XO\ WKH &l SHU VHQLRU QRWHY GXH -DQXDU\ 2 I1RW
SODFHPHQW WR FHUWDLQ 8 6 LQVWLW:» PLC 7KH QHW SURFHHGVJIDR®U
DPRXQ\» WKF DQG WKH \LHOG WR PDWXULW\ RQ DQ DQQXDO EDVLV HT.
7KH 1RWHV DUH XVHG IRU JHQHUDO FRUSRUDWH SXUS'HFHPEHU DPRXQ'
ZD » WKF LQFOXGLQJ DFF » WKR » WKF LQFOXGLQJ DFFUXHG L

» WKR DW '"HFHPEH J

7KH DIRUHPHQWLRQHG ERQGV DQG QRWHV LPSRVH FRYHQDQWYV RQ )F
UHTXLUH WKDW LQ FDVH DQ\ VHFXULW\ LQWHUHVW XSRQ DVVHWYV RI JHUUL
ZLWK WKH FRQVHQW RI )HUUDUL DUH RU DUH LQWHQGHG WR EH OLVWHG
RXWVWDQGLQJ QRWHV VXEMHFW WR FHUWDLQ SHUPLWWHG H[FHSWLRQV |
SDUL SDVVX ZLWK DOO RWKHU SUHVHQW DQG IXWXUH XQVXERUGLQDWHG D
IDLOXUH WR SD\ SULQFLSDO RU LQWHUHVW RU FRPSO\ ZLWK RWKHU REOLJD
RI D SD\PHQW GHIDXOW RU DFFHOHUDWLRQ RI LQGHEWHGQHVV RU LQ WKH F
FXVWRPDULO\ DSSOLFDEOH WR GHEW VHFXULWLHV RI LVVXHUV ZLWK D VLPL
HDUO\ UHSD\PHQW 'RFMPKEH QRWIG $YHUUDUL ZDV LQ FRPSOLDQFH ZLWK WK
DQG QRWHYV
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%RUURZLQJV IURP EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV

,QIRUPDWLRQ UHODWLQJ WR ERUURZLQJV IURP EDQNYV DQG RWKHU ILQTL

$PRXQW 2XWVWDQGLQJ
DW 'HFHPEHU

%RUURZLQJ (QWLW\ &XUUHQF\ ODWXULW\ 'DWH
» WKRXVDQG

YHUUDUL 19 (85 -DQXDU\
YHUUDUL 19 (85 ODUFK
YHUUDUL 19 (85 + $SULO
YHUUDUL 19 (85 -DQXDU\
JHUUDUL 19 (85 '"HFHPEHU
JHUUDUL )LQDQFLDO 6HUYLFHV ,Q&%" $SULO
JHUUDUL 6S$ (85

7RWDO ERUURZLQJV IURP EDQNV DQG RWKHU ILQDQFLDO
LQVWLWXWLRQV

BBBEBBBBBBEBBBBBBBBBBBBBBBBBBBB
7HUP ORDQV EHDULQJ DQ DYHSHU BNQBW HFH\PW HIDWH R
JLQDQFLDO OLDELOLWLHV RI))6 ,QF WR VXSSRUW ILQDQELID/QWISRYDMHW DFWLYLWLHYV EHDU
$W 'HFHPEHU UHODWHV WR DQ DPRUWL]HG WHUP ORDQ UHSDLG LQ -XQH $W "HFHI
7KH DPRXQW ZDV IXOO\ UHSDLG LQ -DQXDU\

/IHDVH OLDELOLWLHYV

7KH *URXS UHFRJQL]J]HY OHDVH OLDELOLWLHY LQ UHODWLRID®WHRWULJIKYV
'"HFHPEHU OHDVH OLDELO » WKRXY /GIG WKRR OW\D (HFHPEHU

2ZWKHU GHEW

2WKHU GHEW PDLQO\ UHODWHYV WR 8 6 EDVHG ILQDQFLDO VHUYLFH DF
QHZ IXQGLQJ UHTXHVW DV SHU FRQWUDFWXDO FRPPLWPHQW

&RPPLWWHG FUHGLW OLQHYV

$WHFHPEHU WKH *URXS KDG WRWDO FRPPLWWHG FUHGLW ORDGIOLRYD L
DQG ZLWK PDWXULWLHV UDQ JLFLIO IDMRRMH F HPAER] U

27+(5 /,$%,/,7,(6

$ EUHDNGRZQ RI RWKHU OLDELOLWLHYVY LV SUHVHQWHG EHORZ
$W '"HFHPEHU

» WKRXVDQG
$GYDQFHY DQG VHFXULW\ GHSRVLWYV
'"HIHUUHG LQFRPH
$FFUXHG H[SHQVHV
3D\DEOHV WR SHUVRQQHO
6RFLDO VHFXULW\ SD\DEOHV
2WKHU
7TRWDO RWKHU OLDELOLWLHYV

$GYDQFHY DQG VHFXULW\ GHSRVLWY PDLQO\ LQFOXGH DGYDQFHV UHF|
PDLQO\ IRU ,FRQD 6XSHUFDU 6SHFLDO 6HULHV DQG RWKHU OLPLWHG HGL
PDUNHWY 7KH DGYDQFHVY DUH UHFRJQL]JHG LQ QHW UHYHQXHYV ZKHQ WKH FLC
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'HIHUUHG LQFRPH SULPDULO\ LQFOXGHYV DPRXQWYVY UHFHLYMWG XQGHU PI
WKRXWDOIMFGPEHU DQG W K R XOWDRMEP EH U ZKLFK DUH GHIHUUHG DQG UF
UHYHQXHV RYHU WKH OHQJWK RI WKH PDLQWHQDQFH SURJUDP 21 WKH W
SURJUDPWV HPEHU WKH *URXS H[SHFWV WR UHFRJQL]bW L®LOMHWRWDHYHQXHV
PLOOL®RQ» PLODQR@®G PLOOQRIHULRGV VXEVHTKBIQOMGWRFRPH DOVR LQF
FROOHFWHG XQGHU YDULRXV RWKHU DJUHHPHQWY WKDW DUH GHSHQGHQW
*URXS SULPDULO\ IRU )RUPXOD VSRQVRUVKLS DJUHHPHQWYV

&KDQJIJHV LQ FRQWUDFW OLDELOLWLHYV IRU DGYDQFHYV UHFHLYHG IURP
SURJUDPV DUH SUHVHQWHG EHORZ

. XQWV .
$W HFHPE%%B&ﬁﬁN@/ gFIatinaK iy FKDSYWHHFHPEHU
WKH SHUL Q UHYHQXH
» WKRXVDQG

$GYDQFHV IURP FXVWRPHUYV
ODLQWHQDQFH DQG SRZHU ZDUUDQW\ SURJUDPV

. RXQWYV .
SW HFHPEgﬁﬁﬁﬁﬁye/ gFIatinaKy FKDSWHAHFHPEHU
WKH SHUL Q UHYHQXH

» WKRXVDQG
$GYDQFHV IURP FXVWRPHUYV
ODLQWHQDQFH DQG SRZHU ZDUUDQW\ SURJUDPV

75%'( 3$<$%/(6

7TUDGH SD\DPEOHV WKRXOMARIGPEHU » WKRXVIQHEHWVHPEHU DUH
HQWLUHO\ GXH ZLWKLQ RQH \HDU 7KH FDUU\LQJ DPRXQW RI WUDGH SD\DEO

)$,5 9$/8( 0($685(0(17

,)56 34DLU 9DOXH OHBYWDEPHQMHY D WKUHH OHYHO KLHUDUFK\ IRU V
XVHG WR PHDVXUH IDLU YDOXH E\ JLYLQJ WKH KLJKHVW SULRULW\ WR TXRYV
DQG OLDELOLWLHY OHYHO LQSXWYV DQG WKH ORZHVW SULRULW\ WR XQRE
PHDVXUH WKH IDLU YDOXH RI DQ DVVHW RU D OLDELOLW\ PLJKW EH FDWHJ
WKRVH FDVHV WKH IDLU YDOXH PHDVXUHPHQW LV FDWHJRUL]JHG LQ LWV HQ
OHYHO LQSXW WKDW LV VLIQLILFDQW WR WKH HQWLUH PHDVXUHPHQW

/IHYHOV XVHG LQ WKH KLHUDUFK\ DUH DV IROORZV

/IHYHO LQSXWY DUH TXRWHG SULFHV XQDGMXVWHG LQ DFWLYH PDUN
DFFHVVY DW WKH PHDVXUHPHQW GDWH

/IHYHO LOQSXWYV DUH LQSXWV RWKHU WKDQ TXRWHG SULFHV LQFOXGHE
OLDELOLWLHY HLWKHU GLUHFWO\ RU LQGLUHFWO\

/IHYHO LQSXWV DUH XQREVHUYDEOH LQSXWV IRU WKH DVVHWY DQG OL



JHUUDUL 1 9
127(6 72 7+( &2162/,'$7(" ),1$1&,%$/ 67$7(0(176

$VVHWV DQG OLDELOLWLHV WKDW DUH PHDVXUHG DW IDLU YDOXH RQ D

7KH IDLU YDOXH KLHUDUFK\ IRU ILQDQFLDO DVVHWYVY DQG OLDELOLWLF
SUHVHQWHG EHORZ

$W 'HFHPEHU
IRWH /HYHO /HYHO /HYHO 7RWDO

» WKRXVDQG
,QYHVWPHQWY DQG RWKHU ILQDQFLDO DVVHWYV + +
&XUUHQW ILQDQFLDO DVVHWYV + +
7RWDO DVVHWYV +
2WKHU ILQDQFLDO OLDELOLWLHYV + +
7RWDO OLDELOLWLHV + +

$W '"HFHPEHU
1RWH /HYHO J/HYHO J/HYHO 7RWDO
» WKRXVDQG

,QYHVWPHQWY DQG RWKHU ILQDQFLDO DVVHWYV + +
&XUUHQW ILQDQFLDO DVVHWYV + +
7TRWDO DVVHWYV +
2ZWKHU ILQDQFLDO OLDELOLWLHYV + +
7TRWDO OLDELOLWLHYV + +

7TKHUH ZHUH QR WUDQVIHUVY EHWZHHQ IDLU YDOXH KLHUDUFK\ OHYHOV

7KH IDLU YDOXH RI FXUUHQW ILQDQFLDO DVVHWY DQG RWKHU ILQDQFL
LV PHDVXUHG E\ WDNLQJ LQWR FRQVLGHUDWLRQ PDUNHW SDUDPHWHUV D
WHFKQLTXHYVY ,Q SDUWLFXODU WKH IDLU YDOXH RI IRUHLJQ FXUUHQF\ GHU
LQWHUHVW UDWH FDSV LV GHWHUPLQHG E\ WDNLQJ WKH SUHYDLOLQJ IRUH
WKH UHSRUWLQJ GDWH

7KH SDU YDOXH RI FDVK DQG FDVK HTXLYDOHQWY XVXDOO\ DSSURJLF
LQVWUXPHQWY ZKLFK FRQVLVW SULPDULO\ RI FXUUHQW EDQN DFFRXQWYV

$VVHWY DQG OLDELOLWLHV QRW PHDVXUHG DW IDLU YDOXH RQ D UHFXI

JRU ILQDQFLDO LQVWUXPHQWY UHSUHVHQWHG E\ VKRUW WHUP UHFHLY
FDVK IORZV GRHV QRW GLIIHU VLJQLILFDQWO\ IURP FDUU\LQJ YDOXH WK
DSSUR[LPDWLRQ RI WKH IDLU YDOXH ,Q SDUWLFXODU WKH FDUU\LQJ DPR X
SD\DEOHV DQG RWKHU OLDELOLWLHYVY DSSUR[LPDWHY WKHLU IDLU YDOXH
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7KH FDUU\LQJ DPRXQW DQG WKH IDLU YDOXH IRU WKH PRVW UHOHYDQW
PHDVXUHG DW IDLU YDOXH RQ D UHFXUULQJ EDVLV LV SUHVHQWHG EHORZ

$W 'HFHPEHU

&DUU\L UU\L
1RWH DPRXQ%bLUQDO%%RXQ%bLU9DOXH

» WKRXVDQG

SHFHLYDEOHYV IURP ILQDQFLQJ DFWLYLWLHV

'HEW

7KH *URXS KDV GHWHUPLQHG WKDW WKH FDUU\LQJ DPRXQW RI WKH P
HLWKHU L WKH LQWHUHVW SD\DEOH RQ WKH GHEW LV FORVH WR FXUUHQV
RQO\ H[FHSWLRQ LV WKH *URXSpuV GHEW WKDW LV SXEOLFO\ OLVWHG IRU ZK
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5(/$7(' 3$57< 75$16$&7,216

3XUVXbQW WBHGBPWHSE 3DUWR,'$& FORWKKHWHODWHG SDUWLHV RI )HUU
WRIJHWKHU ZLWK LWV VXEVLGLDULHV WKH ([RU *URXS DV ZHOO DV DOO HQW
RU VLIJQLILFDQW LQIOXHQFH RYHU WKH &RPSDQ\ DQG LWV VXEVLGLDULHV
*URXS LV FDSDEOH RI HIHUFLVLQJ FRQWURO MRLQW FRQWURO RU VLJQLILF
VXEVLGLDULHV WKH 6WHOODQWLY *URXS DQG &1+ ,QGXVWULDO 19 DQG L
JHUUDUL ,Q DGGLWLRQ PHPEHUV RI WKH )HUUDUL %RDUG RI 'LUHFWRUV DQ
DUH DOVR FRQVLGHUHG UHODWHG SDUWLHV

7KH *URXS FDUULHV RXW WUDQVDFWLRQV ZLWK UHODWHG SDUWLHV |

PDUNHWY FRQVLGHULQJ WKH FKDUDFWHULVWLFV RI WKH JRRGV RU VHUYLF

UHODWHG SDUWLHYV DUH SULPDULO\ RI D FRPPHUFLDO QDWXUH DQG LQ SDU
TUDQVDFWLRQV ZLWK 6WHOODQWLY *URXS FRPSDQLHV

¥ WUDQVDFWLRQV ZLWK 6WHOODQWLYV *URXS FRPSDQLHYVY UHODWLQJ WR

WKH TXDOLW\ DQG FRPSHWLWLYHQHVY RI WKH SDUWLHVpy SURGXFWYV Z
VHUYLFHVY UHFHLYHG E\ 6WHOODQWLY *URXS FRPSDQLHV PDLQO\ RI DQ

+ WKH VDOH RI HQJLQHV WR ODVHUDWL 6 S $ 20DVHUDWL® DQG WKH ¢
SURGXFWLRQ RI ODVHUDWL HQJLQHV IURP )&$ 86 //& 7KH FRQWUDFW
UHVLGXDO VDOHV RFFXUUHG WKURXJKRXW
7UDQVDFWLRQV ZLWK 6WHOODQWLYV *URXS FRPSDQLHV IRU WKH SHULR

$SULO JROORZLQJ WKH VDOH ES$ MUKRZAWHOE DS W QW HWRIXSVRIQL Y\&\$ % D Q

&RQVXPHU )LQDQFH 6 $ )&% %DQN ZKLFK ZDV UHQDPHG &$% $XWR %DQN LV

JLOQDQFH 6 $ DQG LV QR ORQJHU D UHODWHG SDUW\ RI J)HUUDUL
7UDQVDFWLRQV ZLWK ([RU *URXS FRPSDQLHV H[FOXGLQJ 6WHOODQWL)\

¥ WKH *URXS LQFXUV UHQWDO FRVWYV IURP ,YHFR 6 S $ D FRPSDQ\ EHOT
E\ WKH 6FXGHULD )HUUDUL UDFLQJ WHDP

¥ WKH *URXS HDUQV VSRQVRUVKLS UHYHQXH IURP ,YHFR 6 S $
TUDQVDFWLRQV ZLWK RWKHU UHODWHG SDUWLHYV

¥ WKH SXUFKDVH RI FRPSRQHQWYV IRU )RUPXOD UDFLQJ FDUV IURP &2;%

¥ FRQVXOWDQF\ VHUYLFHV SURYLGHG E\ +3( 6 U O

¥ VSRQVRUVKLS DJUHHPHQW UHODWLQJ WR )RUPXOD DFWLYLWLHV ZLWE

¥ VDOH RI FDUV WR FHUWDLQ PHPEHUV RI WKH %RDUG RI 'LUHFWRUV RI )

,Q DFFRUGDQFH ZLWK ,$%$6 WUDQVDFWLRQV ZLWK UHODWHG SDUWLHYV
ZLWK VWUDWHILF UHVSRQVLELOLWLHYV



JHUUDUL 1 9
127(6 72 7+( &2162/,'$7(" ),1$1&,%$/ 67$7(0(176

$ VXPPDU\ RI WUDQVDFWLRQV ZLWK UHODWHG SDUWLHY UHFRJQL]HG L¢

JRU WKH \HDUV HQGHG 'HFHPEHU

JLQDQFLD
DA Woxugmvwy HIEHOURYAUN  grvwy USEEH DAV o vy Higngviv®
» WKRXVDQG

6WHOODQWLY *URXS FRPSDQLHV

ODVHUDWL + + +

)&$ 86 //& 2 i i i + + +
2WKHU 6WHOODQWLYV *URXS FRPSDQLHV + +

7TRWDO 6WHOODQWLY *URXS FRPSDQLHV e +

([RU *URXS FRPSDQLHV H[FOXGLQJ
WKH 6WHOODQWLYV *URXS

2WKHU UHODWHG SDUWLHV

I+

7RWDO WUDQVDFWLRQV ZLWK UHODWHG
SDUWLHYV

7RWDO IRU WKH *URXS

BBBEBBBBBBEBBBBBBBBBBBBBBBBBBBB
&RVWVY LQFOXGH FRVW RI VDOHV VHOOLQJ

JHQHUDO DQG DGPLQLVWUDWLYH FRVWY DQG R
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$ VXPPDU\ RI QRQ ILQDQFLDO DVVHWY DQG OLDELOLWLHYV RULJLQDWLQ

$W '"HFHPEHU

2WKHU

WK H
GXUUHQOW, pE|
BVVHW

2WKHU
GH WKHU 7UDGH 7UD
EOHUXYUHQW 'hE| O LWHRHMW YD EITA D
W

H D GH U
Y D ESTH U DVVHW EOH OLWLHV

»

KRXVDQG
6WHOODQWLY *URXS FRPSDQLHV
ODVHUDWL

)&$ 86 //&

2WKHU BWHOODQWLYV *URXS FRPSDQLHV
7RWDO 6WHOODQWLY *URXS FRPSDQLHV
£U¥&;URXS FRPSDQLHV H[FOXGLQJ WKH 6WHOODQWLYV

+  +
+  +

I+
+
+
+

2WKHU UHODWHG SDUWLHYV
7RWDO WUDQVDFWLRQV ZLWK UHODWHG SDUWLHV

7TRWDO IRU WKH *URXS

$WHFHPEHU DQGHFWPEHU WKHUKRHQBQFLDO DVVHWY RU ILQDQFLDC
SDUWLHV

(PROXPHQWYV WR 'LUHFWRUYV DQG .H\ ODQDJHPHQW

&RPSHQWDRVWK® 'LUHFWRUV RI )HUUDUL 1 9 DUH SUHVHQWHG EHORZ

JRU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQG
'LUHFWRUV RI )HUUDUL 1 9

7KH DJJUHJDWH FRPSHQVDWLRQ WR 'LUHFWRUV RI )ERAMDUL VI KR XRDQG
» W K R X @D QIEQ:G WKRXQYDQGLQFOXVLYH Rl WKH IROORZLQJ

I » WKRXRDQ®ODU\ DQG RWKHU VKRUW WHUP EBMBQHILWKRXQEQ&GLQJ
DQG » WKRXMDQG
I » WKRXRDQSHQVLRQ EWERMNYIDWQDBQG DQG

t » WKRXRDQWKDUH EDVHG FRPSHQVDWLRQ DZDUGHG XQGHU WKH &F
VKDUH EDVHG SD\PMHCRMY)D QB QG WKRXWDQG)RU DGGLWLRQDO LQIRUP
WR WKH &RPSDQ\uV HTXLW\ LQFK@W HYEDS @ B QFR REH-D MEBRDER DW\ VHW W (
FRPSHQVDWLRQ IRU 1RQ ([HFXWLYH 'LUHFWRUV IRDQWKH \HDUV HQGHG

7KH DJJUHIJDWH FRPSHQVDWLRQ IRU PHPEHUV RDMWKH WKRKVFDAGLQJ W

WKRXYDRQ® @G WKRXQYDQGLQFOXVLYH Rl WKH IROORZLQJ
t » WKRXRDQWDODU\ DQG RWKHU VKRUW WHUP EHQHILWWKRRBDYG L (
D ®G WKRXQDQG
t o» WKRXRDQBKDUH EDVHG FRPSHQVDWLRQ DZDUGHG XQ®HU WKH &

WKRXYDRQ® @G WKRXQDQGDQG
t » WKRXRDQEHQVLRQ mRQWWKREXWOBME WKRX\DQG



JHUUDUL 1 9
127(6 72 7+( &2162/,'$7(" ),1$1&,%$/ 67$7(0(176

&200,70(176
$UUDQJIJHPHQWY ZLWK NH\ VXSSOLHUV

JURP WLPH WR WLPH LQ WKH RUGLQDU\ FRXUVH RI EXVLQHVV WKH *LU
SDUW\ VXSSOLHUV LQ RUGHU WR HVWDEOLVK VWUDWHJLF DQG WHFKQRORJI
XQFRQGLWLRQDO SXUFKDVH REOLJDWLRQV WR SXUFKDVH D IL[HG RU PLQ
GHWHUPLQDEOH SULFH SURYLVLRQV

$UUDQIJHPHQWYV ZLWK VSRQVRUV

&HUWDLQ RI WKH *URXSpV VSRQVRUVKLS FRQWUDFWY LQFOXGH WHUPYV
TXDQWLW\ RI JRRGVY DQG RU VHUYLFHV IURP LWV VSRQVRUYV

JXWXUH PLQLPXP SXUFKDVH REOLJDWLRQV XQGHU WHFHHWHE VXS DAULHH U D (
SUHVHQWHG EHORZ

$W '"HFHPEHU

QXRQEHWZHHQ WKUHHRQG ILYH

\VHDOUB/ ILYH \FHDUV\HD UV 7RWDO

T

» WKRXVDQG
OLQLPXP SXUFKDVH REOLJDWLRQV

/IHDVH DJUHHPHQWYV

JRU LQIRUPDWLRQ UHODWLQJ WR IXWXUH DJJUHJDWH PLQLPXP OHDVH
WR WKH OHDVH RI VWRUHY DQG 2 RBWRWYWLIDDF WXDOGXQGVVNRKXKQMRMGI FDVK IC

48$/,7$7,9( $1' 48%$17,7$7,9( ,1)250%$7,21 21 ),1$1&,$/ 5,6.6
7KH *URXS LV H[SRVHG WR WKH IROORZLQJ ILQDQFLDO ULVNV FRQQHFW

¥ J)LQDQFLDO PDUNHW ULVN £ B3ULQFLSDOO\ UHODWLQJ WR IRUHLJQ FXUU
LQ GLIITIHUHQW FXUUHQFLHY DQG WR D OHVVHU H[WHQW LQWHUHVW UL

¥ /LTXLGLW\ ULVN * :LWK SDUWLFXODU UHIHUHQFH WR WKH DYDLODELOL
*URXS UHTXLUH WKHP DQG WR ILQDQFLDO LQVWUXPHQWY LQ JHQHUDO

¥ &UHGLW ULVN = $ULVHV IURP QRUPDO FRPPHUFLDO UHODWLRQV ZLWK (
WKH *URXSpuV ILOQDQFLQJ DFWLYLWLHV

7TKHVH ULVNV FRXOG VLJQLILFDQWO\ DIIHFW WKH *URXSpuV ILQDQFLDO
WKLY UHDVRQ WKH *URXS LGHQWLILHY DQG PRQLWRUV WKHVH ULVNV LQ R
QHFHVVDU\ DFWLRQ WR PLWLIJDWH WKHP SULPDULO\ WKURXJK WKH *URXSHu
WKH XVH RI GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV

7KH IROORZLQJ VHFWLRQ SURYLGHYV TXDOLWDWLYH DQG TXDQWLWDWL"®
WKH *URXS 7KH TXDQWLWDWLYH GDWD UHSRUWHG LQ WKH IROORZLQJ VH
VHQVLWLYLW\ DQDO\VLY RQ ILQDQFLDO PDUNHW ULVNV GRHV QRW UHIOHFW
IURP DQ\ FKDQJHV WKDW DUH DVVXPHG WR WDNH SODFH
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JLODQFLDO PDUNHW ULVNV

'XH WR WKH QDWXUH RI WKH *URXSpV EXVLQHVV WKH *URXS LV H[SR
FXUUHQF\ H[FKDQJH UDWH ULVN DQG WR D OHVVHU H[WHQW LQWHUHVW UD\

7TKH *URXSpuV H[SRVXUH WR IRUHLJQ FXUUHQF\ HIFKDQJH UDWH ULVN D
VKLSPHQWY DV WKH *URXS JHQHUDOO\ VHOOV LWV PRGHOV LQ WKH FXUUHC
WKH *URXSpV LQGXVWULDO DFWLYLWLHY DUH DOO EDVHG LQ ,WDO\ DQG SU

7TKH *URXSpuV H[SRVXUH WR LQWHUHVW UDWH ULVN DULVHV IURP WKH C
VXUSOXV IXQGV &KDQJHV LQ PDUNHW LQWHUHVW UDWHY PD\ KDYH WKH HII
ORVV WKHUHE\ LQGLUHFWO\ DITHFWLQJ WKH FRVWY DQG UHWXUQV RI ILQED

7KH *URXS KDV LQ SODFH YDULRXV ULVN PDQDJHPHQW SROLFLHV Z
FRPPRGLW\ SULFH LQWHUHVW UDWH DQG OLTXLGLW\ ULVNV 7KH *URXSuV
PDQDJLQJ VXFK H[SRVXUHV DW ULVN &RXQWHUSDUWLHV WR WKHVH DJUHH
LQVWUXPHQWY FDQ RQO\ EH HIHFXWHG IRU KHGJLQJ SXUSRVHYV

,Q SDUWLFXODU WKH *URXS XVHG GHULYDWLYH ILQDQFLDO LQVWUXP
OLPLWLQJ WKH QHJDWLYH LPSDFW RI IRUHLJQ FXUUHQF\ HIFKDQJH UDWH IO
FXUUHQFLHV $FFRUGLQJO\ DV D UHVXOW RI DSSO\LQJ ULVN PDQDJHPHQ
HISRVXUH WKH *URXSpV UHVXOWY RI RSHUDWLRQV KDYH QRW EHHQ IXOO0\
+RZHYHU GHVSLWH WKHVH ULVN PDQDJHPHQW SROLFLHVY DQG KHGJLQJ WU
HIFKDQJH UDWHVY FRXOG KDYH D VLJQLILFDQW HIIHFW RQ WKH *URXSuV HDU

7KH *URXS DOVR HQWHUV LOQOWR LQWHUHVW UDWH FDSV DV UHTXLUHG E
,QIRUPDWLRQ RQ WKH IDLU YDOXH RI GHULYDWLYH ILQDQFLDO LQVWUX
,QIRUPDWLRQ RQ IRUHLJQ FXUUHQF\ H[FKDQJH UDWH ULVN

7KH *URXS LV H[SRVHG WR ULVNV UHVXOWLQJ IURP FKDQJHV LQ IRUF
HDUQLQJY DQG HTXLW\ ,Q SDUWLFXODU

$ :KHUH D *URXS FRPSDQ\ LQFXUV FRVWV LQ D FXUUHQF\ GLIITHUHQW Il
FXUUHQF\ H[FKDQJH UDWHV FDQ DIIHFW WKH RWHUHDWR YD Q HWMXIDAH | R R
IRUHLJQ FXUUHQF\ H[FKDQJH UDWH ULV N5 HDPRREX@WIKHHG * WRX &/K\H QW LY B
SHUFHDWDQGSHURKQW

¥ 7KH PDLQ IRUHLJQ FXUUHQF\ HIFKDQJH UDWH WR ZKLFK WKH *URXS LV
'ROODU LQ WKH 8QLWHG 6WDWHY DQG RWKHU PDUNHWYV ZKHUHHYWROKX 8 K
FRPPHUFLDO DFWLYLWLHY H[SRVHG WR IOXFWXDWLRQV LQ WKH (XUR 8
SHUFH@AWMUARHQWDQGSHURHQW RI WKH WRWDO FXUUHQF\ ULVN IURP FRF
WKH FRPPHUFLDO DFWLYLWLHY H[SRVHG WR WKHSHWHE DIE@ QHYEHKHQ F

ERWK WKH (XUR &KLQHVH 5HQPLPEL H[FKDQJH UDWH DQG WKH (X
SHUFRQWKH WRWDO FXUUHQF\ ULVN IURP FRPPHUFLDO DFWLYLWLHV 2
EHWZHHQ WKH (XUR DQG WKH IROORZLQJ FXUUHQFLHV &KLQHVH 5HQP
DQG $XVWUDOLDQ 'ROODU 1RQH RI WKHVH HEFRMHAK HWD R X Q ulvVQW R YW
FXUUHQF\ H[FKDQJH UDWH H[SRVXUH IRU FE PHUSLDW DURVPLEKWQHYVH G

LQ

¥ 6HYHUDO VXEVLGLDULHY DUH ORFDWHG LQ FRXQWULHV WKDW DUH RX
&KLQD $XVWUDOLD DQG 6RXWK .RUHD $V WKH *URXSpV UHSRUWLQJ F
FRPSDQLHYVY DUH WUDQVODWHG LQWR (XUR XVLQJ WKH DYHUDJH H[FKDC
DUH XQFKDQJHG LQ ORFDO FXUUHQF\ FKDQJHV LQ H[FKDQJH UDWHV F
WUDQVODWHG LQWR (XUR
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¥ 7KH DPRXQW RI DVVHWY DQG OLDELOLWLHYV RI FRQVROLGDWHG FRPSD
YDU\ IURP SHULRG WR SHULRG DV D UHVXOW RI FKDQJHV LQ H[FKDQJI
GLUHFWO\ LQ HTXLW\ DV D FRPSRQHQW RI RWKHU FRPSUHKHQVLYH
WUDQVODWLRQ GLITHUHQFHV

([FKDQJH GLIIHUHQFHYV DULVLQJ RQ WKH VHWWOHPHQW RI PRQHWDU\ L
IURP WKRVH DW ZKLFK WKH\ ZHUH LQLWLDOO\ UHFRUGHG GXULQJ WKH SHUI
FRQVROLGDWHG LQFRPH VWDWHPHQW ZLWKLQ ILQDQFLDO LQFRPH RU ILQD
ILQDQFLDO VHUYLFHV FRPSDQLHV

W LV WKH *URXSpV SROLF\ WR XVH GHULYDWLYH ILQDQFLDO LQVWUXF
RSWLRQV WR KHBGURDWMMR SULQFLSDO H[SRVXUHV WR IRUHLJQ FXUUHQF\ \
SHULRG RI XS WR WZHOYH PRQWKYV

7TKH *URXS PRQLWRUV LWV SULQFLSDO H[SRVXUH WR IRUHLJQ FXUUHQF
HQJDJH LQ DQ\ VSHFLILF KHGJLQJ DFWLYLWLHY LQ UHODWLRQ WR WUDQVOD

7KH LPSDFW RI IRUHLJQ FXUUHQF\ H[FKDQJH UDWH GLIIHUHQFHV UHFRL
WKH \HDUHHRBHKU LOQFOXGLQJ WKH FRVWV RI KHGJLQJ IRUHLJQ FXUUHQI
ORVVHV RI WKRXYQBQYGCORVVHWRROWEEGC WKRXRDQKH \HBBMPEQM®HGD QG
UHVSHFWLYHO\

$00 RI WKH *URXSpuV ILQDQFLDO VHUYLFHVY DFWLYLWLHY DUH FRQGXF
VHUYLFHV FRPSDQLHV WKHUHIRUH WKH LPSDFW RI IRUHLJQ FXUUHQF\ H[
DFWLYLWLHYV ZDV JHUR LQ DOO SHULRGYV SUHVHQWHG

([FHSW DV QRWHG DERYH WKHUH KDYH HKH® KHR QDVEX WD QW LDV UKK-INC
IRUHLJQ FXUUHQF\ H[FKDQJH UDWH ULVNV RU LQ WKH *URXSpuV KHGJLQJ SRC

7KH SRWHQWLDO GHFUHDVH LQ IDLU YDOXH RI GHUWHMEHPIEYHU ILYRQFLD
KHGJH DJDLQVW IRUHLJQ FXUUHQF\ H[FKDQJH UDWH ULVNV ZKLFK ZRXOG D
FKDQJH RHUAHQWKH H[FKDQJH UDWHV RI WKH PDMRU IRUHLJQ FXUUHQFLHYV
WKRXWDQG WKRXDOWWDEHP EHU 5HFHLYDEOHV SD\DEOHV DQG IXWXUH WUDG
EHHQ SXW LQ SODFH ZHUH QRW LQFOXGHG LQ WKH DQDO\VLY W LV UHDVRC
ZLOO SURGXFH WKH RSSRVLWH HIIHFW RI DQ HTXDO RU JUHDWHU DPRXQW
VHQVLWLYLW\ DQDO\VLV LV EDVHG RQ FXUUHQF\ KHGJLQJ LQ SODFH DW W|
DVVXPHV XQFKDQJHG PDUNHW FRQGLWLRQV RWKHU WKDQ H[FKDQJH UDWH\
SXUHO\ LQGLFDWLYH

,QIRUPDWLRQ RQ LQWHUHVW UDWH ULVN

7KH *URXSpV H[SRVXUH WR LQWHUHVW UDWH ULVN WKRXJK OHVV VLJ
DFWLYLWLHY DQG WKH QHFHVVLW\ WR GHSOR\ VXUSOXV IXQGV &KDQJHV LC
RU GHFUHDVLQJ WKH *URXSpuV QHW SURILW ORVV WKHUHE\ LQGLUHFWO\
WUDQVDFWLRQV

7KH *URXSpuV PRVW VLIQLILFDQW TORDREIHU UWHMH IHENKOQ B QIS0 FDWWKHRMNX |
FHUWDLQ UHFHLYDEOHV IURP FOLSBRWRHMKG@IFLQR XBREW LYJRWVIMVHGHEM.- EHDUYV |
SHUARWWRMHPEHU $SWFHPEHU D GHFUHDAMW RY SRLOQWYV LQ LQWHUHVW
ILQDQFLDO DVVHWY DQG GHEW ZLWK DOO RWKHU YDULDEOHYVY KHO&G FRQVWI
WKRXROQOBQ DQQXDO EDY¥LV WK RBXDMUBHEPVEH BRI IRU D GHFUBHDVHVRIRLQWY LQ |
UDWHV 7KH DQDO\VLV LV EDVHG RQ WKH DVVXPSWLRQ WKDW IORDWLQJ UL
PRQWK SHULRG ZLOO EH UHQHZHG RU UHLQYHVWHG LQ VLPLODU LQVWUXP
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,QIRUPDWLRQ RQ FRPPRGLW\ SULFH ULVN

7TKH *URXSpV H[SRVXUH WR FRPPRGLW\ SULFH ULVN WKRXJK PXFK OH
LQWHUHVW UDWH ULVN DULVHV IURP WKH QHHG WR XVH D YDULHW\ RI UDZ
SUHFLRXV PHWDOV VXFK DV SDOODGLXP DQG UKRGLXP 7KH *URXS PRQLWRI
SRUWLRQ RI VXFK H[SRVXUH WKURXJK GHULYDWLYH ILQDQFLDO LQVWUXPHQ

ILTXLGLW\ ULVN

/ILTXLGLW\N ULVN DULVHV LI WKH *URXS LV XQDEOH WR REWDLQ WKH I
REOLJDWLRQV 7KH PDLQ GHWHUPLQDQW RI WKH *URXSpV OLTXLGLW\ SRV
LQYHVWLQJ DFWLYLWLHYV

JURP DQ RSHUDWLQJ SRLQW Rl YLHZ WKH *URXS PDQDJHV OLTXLGLW
DGHTXDWH OHYHO RI IXQGY UHDGLO\ DYDLODEOH 7KH PDLQ IXQGLQJ RSHU|
WKH *URXS DUH FHQWUDOO\ PDQDJHG RU VXSHUYLVHG E\ WKH WUHDVXU\ G
PDQDJHPHQW RI WKH *URXSpV OLTXLGLW\ 7KH *URXS KDV HVWDEOLVKHG YI
E\ WKH WUHDVXU\ GHSDUWPHQW ZLWK WKH SXUSRVH RI RSWLPL]LQJ WKH
LQFOXGH
FHQWUDOL]LQJ OLTXLGLW\ PDQDJHPHQW WKURXJK WKH XVH RI FDVK SR
PDLQWDLQLQJ D FRQVHUYDWLYH OHYHO RI DYDLODEOH OLTXLGLW\
REWDLQLQJ DGHTXDWH FUHGLW OLQHVY DQG GLYHUVLI\LQJ VRXUFHV RI
PDLQWDLQLQJ D SRUWIROLR RI KLJK TXDOLW\ OLTXLG DVVHWYV

PRQLWRULQJ IXWXUH OLTXLGLW\ UHTXLUHPHQWY RQ WKH EDVLV RI EXYV

H +H+ +H+ +H+ +H

,QWHUFRPSDQ\ ILQDQFLQJ EHWZHHQ *URXS HQWLWLHV LV QRW UHVWL
UHTXLULQJ WKDW WUDQVDFWLRQV ZLWK UHODWHG SDUWLHV EH FRQGXFWHC

'"HWDLOV RQ WKH PDWXULW\ SURILOH RI WKH *URXSpuV ILQDQFLDO DV
ILQDQFLDO LQVWUXPHQWY DUH SURYLGHG LQ 1RWHYV DQG '"HWDLOV R
SURYLGHG LQ 1RWH

7R SUHYHQWLYHO\ DQG SUXGHQWO\ PDQDJH SRWHQWLDO OLTXLGLW\ F
KDV VHFXUHG DYDLODEOH XQGUDZQ FRPRLWWHGORREEAMWE BDHQ HW QAKX LFK DPR

7KH *URXS EHOLHYHV WKDW LWV WRWDO DYDLODEOH OLTXLGLW\ GHIL
FUHGLW OLQHV LQ DGGLWLRQ WR IXQGV WKDW ZLOO EH JHQHUDWHG IURI
DGHTXDWHO\ VDWLVI\ WKH UHTXLUHPHQWYV RI LWV RSHUDWLRQDO DFWLYLW
DV ZHOO DV WR IXOILOO LWV REOLJDWLRQV WR UHSD\ LWV GHEWYV DQG HQ
7KH *URXS WKHUHIRUH EHOLHYHVY WKHUH LV QR VLJQLILFDQW ULVN RI D OD
DYDLODEOH OLTXL&EAWK DVQHH QIIRWKH(T XL YDOHQWY DQG 1RWHV WR:WKH &RQVR

&UHGLW ULVN

&UHGLW ULVN LV WKH ULVN RI HFRQRPLF ORVYV DULVLQJ IURP WKH IDL
WKH GLUHFW ULVN RI GHIDXOW DQG WKH ULVN RI D GHWHULRUDWLRQ RI WK

7KH PD[LPXP FUHGLW ULVN WR ZKLFK WKHFPHNRXKSULV LW KUIHHRSIHW/LHFDW DG
FDUU\LQJ DPRXQWV RI WKH ILQDQFLDO DVVHWYVY SUHVHQWHG LQ WKH FRQVF
YDOXH RI WKH JXDUDQWHHY SURYLGHG

'"HDOHUV FOLHQWV DQG LQ JHQHUDO )HUUDULpV EXVLQHVV SDUW
FUHGLWZRUWKLQHVYVY $GGLWLRQDOO\ LW LV *URXS SUDFWLFH WR REWDLQ
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IRU WKH SXUFKDVH RI FDUV DQG SDUWYV DV ZHOO DV FHUWDLQ VSRQVRUVK
ZKHUH SRVVLEOH E\ UHWDLQLQJ WLWOH RQ FDUV VXEMHFW WR ILQDQFLQJ I

&UHGLW SRVLWLRQV RI PDWHULDO VLJQLILFDQFH DUH HYDOXDWHG RQ
WKH\ DUH XQFROOHFWLEOH LQ ZKROH RU LQ SDUW VSHFLILF ZULWH GRZQV
HVWLPDWH RI WKH UHFRYHUDEOH FDVK IORZV WKH WLPLQJ RI WKRVH FD
JXDUDQWHHY UHFHLYHG

5HFHLYDEOHV IURP ILQDQFLQJ DFWLYLWLHYVY UHODWH HQWLUHO\ WR Wk
UHFHLYDEOHY DUH JHQHUDOO\ VHFXUHG 5R:F M"W.KYHD BMOOMWVOHMR RITEQD Y FRIQ R /KW
» WKREWIFGEGEHU » WKRERWFQEGEHU DUH VKRZQ QHW RI WKH D
GRXEWIXO DFFRXQWYV DPRXRWQOOWRKRXDMIGBPEHU $IWHU FRQVLGHUL
DOORZDQFH IRU GRXEW I XOKBFRNRXMBHLYDEOHV ZHUHVKRXDNG RIGP E2H U
ZKHUH UHFHLYDEOHV DUH FRQVLGHUHG RYHUGXH LI D FRXQWHUSDUW\ KD
UHVSHFWLYH GXH GDWH 7KHUHIRUH RYHUGXH UHFHLYDEOHYV UHSUHVHQW L

7TUDGH UHFHLYDEOHYV D P RXRM M BDHBPE H U » WKRXOWB RGP EH U

DUH VKRZQ QHW RI WKH DOORZDQFH IRU GRXEKRXDDDBEFRXRMIW Q6 R’
'"HFHPEHU $IWHU FRQVLGHULQJ WKH DOORZDQ WK RERM DERKXHW R E OMHRAFRE M QW
» WKRXDABRHEP EH U

7KH *URXSuV FDVK DQG FDVK HTXLYDOHQWY DUH KHOG RQ EDQN DQG G
KLIJKO\ UDWHG PRQH\ PDUNHW IXQGV W LV WKH )HUUDUL *URXSpuV SROLF
FRQFHQWUDWLRQ RI EDQN DQG GHSRVRW WKHRXRWINOWAR WKPD[VRRBOR ILQL
VSHFLILF UHIHUHQFH WR PRQH\ PDUNHW IXQGV WKH LQYHVWHG DPRXQWYV L
VXFK 7KH *URXS FRQVLGHUV LWV FUHGLW ULVN ZLWK UHVSHFW WR LWV FD)\
ZLWK SULPDU\ ILQDQFLDO LQVWLWXWLRQV DQG WKH PD[LPXP H[SRVXUH ZLW

&DVK IORZ IRUHFDVWLQJ LV SHUIRUPHG E\ WKH *URXS RQ D UHFXUULQ
OLTXLGLWN UHTXLUHPHQWYV WR HQVXUH DQ DGHTXDWH FDVK EDODQFH WR P
KHOG E\ WKH EXVLQHVVHVY RYHU DQG DERYH EDODQFHY UHTXLUHG IRU ZRUN
WUHDVXU\ GHSDUWPHQW &DVK LV LQYHVWHG LQ LQVWDQW DFFHVV FXUUL
FKRRVLQJ LQVWUXPHQWY ZLWK DSSURSULDWH PDWXULWLHV WR SURYLGH
DFFRUGDQFH WR *URXS OLTXLGLW\ ULVN PDQDJHPHQW SROLF\ WKH *URX
XWLOL]DWLRQ ,W DGRSWV D FRQVHUYDWLYH DSSURDFK WR WKH LQYHVWPH
KLIK FUHGLW VWDQGLQJ

JRU LQIRUPDWLRQ UHODWLQJ WR WKH VKRUW WHUP FUHGLW EBDWKQJ R
DQG &DVK (TXLYDOHQWYV DQG 1RWHV WR WKH &RQVROLGDWHG 6WDWHPHQW
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(17,7< :,'( ',6&/2685(6

$ EUHDNGRZQ Rl QHW UHYHQXHV E\ JHRJUDSKLF ORFDWLRQ RI WKH *L
JHRJUDSK\ SUHVHQWHG IRU PDWHULDO LQGLYLGXDO FRXQWULHYV DUH QRW
LOQFOXGH UHYHQXHV IURP VSRQVRUVKLS DQG FRPPHUFLDO DFWLYLWLHV U
&KDPSLRQVKLS

JRU WKH \HDUV HQGHG '"HFHPEHU

» WKRXVDQG
,WDO\
5HVW RI (0($
RI ZKLFK 8.
RI ZKLFK *HUPDQ\
$PHULFDYV
RI ZKLFK 8QLWHG 6WDWHV Rl $PHULFD
O0DLQODQG &KLQD +RQJ .RQJ DQG 7DLZDQ
RI ZKLFK ODLQODQG &KLQD
5SHVW RI $3%$&
7RWDO QHW UHYHQXHV

BBBEBBEBBBBEBBBBBBBBBBBBBBBBBBBB
$PHULFDV LQFOXGHV WKH 8QLWHG 6WDWHV RI $PHULFD &DQDG@D OH[LFR WKH &DULEEHDQ I
5HVW RI $3%$& PDLQO\ LQFOXGHV -DSDQ $XVWUDRDDOBQGIDRRBUWD DQGRIPHMIY LBRXWK .RUHD

5HYHQXHYV LQ WKH 1HWKHUODQGY WKH &RPSDQ\pV FRXQWU\ RI GRPLFL
DPRXQWHG WR/KRXVDQGWKRIPWEE G WKRXVBQEHFWLYHO\

$ EUHDNGRZQ Rl QRQ FXUUHQW DVVHWY RWKHU WKDQ ILQDQFLDO LQVV
SUHVHQWHG EHORZ

$W '"HFHPEHU

g%%SQF\{NU\S/(\QGRRGZLoo'QDV{’/'\Dlgjv'—VECg RDSQI_\iNU\Igl(\QG?RGZLOO’QDV{//'\D/S%LVEOH
HTXLSPHQW HTXLSPHQW
» WKRXVDQG

,WDO\
S5HVW RI (0($ + + + +
$PHULFDV + + + +
0DLQODQG &KLQD +RQJ .RQJ DQG 7DLZDQ = + + +
5HVW RI $3$& + +

7TRWDO

BBBBBBBBBBBBBBBBBBBBBBBBBBBBB
$PHULFDV LQFOXGHV WKH 8QLWHG 6WDWHV Rl $PHULFD &DQDGD OH[LFR WKH &DULEEHDQ I
5HVW RI $3$& PDLQO\ LQFOXGHYV -DSDQ $XVWUDRDDOPBKMEIDYFBUD DQGRIDHMUYLBRXWK .RUHD
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&DVK DQG FDVK HTXLYDOHQWYV

$ EUHDNGRZQ RI FDVK DQG FDVK HTXLYDOHQWYV LV SUHVHQWHG EHORZ

$W 'HFHPEHU

» WKRXVDQG
&DVK DQG EDQN EDODQFHYV

&DVK DQG FDVK HTXLYDOHQWYV

$WHFHPEHU FDVK DQG FDVK HTX%LY DO HQRRVNHDEAKIGHGWR WLPH GHSF
UHFRJQL]JHG LQWHUQDWLRQDO ILQDQFLDO LQVWLWXWLRQV ZKLFK RULJLQD

DQG DQ LQYHVWPHQW LQ» PRQHWRKRWNWXGD® G¥$SRI'BHBEWRPBHUS$SWFDVK
DQG FDVK HTXLYDOHQWWKR¥DIEB\A QJ WR WLPH GHSRVLWV KHOG ZLWK D
LQVWLWXWLRQ ZKLFK RULJLQDWHG LQ 1RYHPEHU DQG 'HFHPEHU DQG PI
DQG WKH UHPDLQLQJ FDVK DQG EDQN EDODQFHV ZHUH KHOG LQ E

$W 'HFHPEHU SHUFRHQRXU FDVK DQG FDVK HTXLYDOHQWY ZHUH GHQR
SHUFH®EW *URXSuVY FDVK DQG FDVK HTXLYDOHQWY GHQRPLQDWHG LQ F
WR )HUUDUL 6 S $ DQG FHUWDLQ VXEVLGLDULHYV ZKLFK RSHUDWH LQ DUHDV
$ EUHDNGRZQ RI FDVK DQG FDVK HTXLYDOHQWY E\ FXUUHQF\ LV SUHVH

$W 'HFHPEHU

» WKRXVDQG
(XUR

86 'ROODU
&KLQHVH <XDQ
3RXQG 6WHUOLQJ
2WKHU FXUUHQFLHV
7RWDO

&DVK KHOG LQ VRPH FRXQWULHV PD\ EH VXEMHFW WR WUDQVIHU UHV\
FXUUHQFLHV RWKHU WKDQ WKH &KLQHVMWKRD®D QGKH P E HUB R X Q WHIGR Y\RD Q G
'"HFHPEHU LV VXEMHFW WR FHUWDLQ UHSDWULDWLRQ UHVWULFWLRQV DQ
GHEW RU DV GLYLGHQGV RU FDSLWDO GLVWULEXWLRQV 7KH *URXS GRHYV
LPSDFWV RQ LWV DELOLW\ WR PHHW LWV OLTXLGLW\ UHTXLUHPHQWYV

&DVK FROOHFWHG IURP WKH VHWWOHPHQW RI UHFHLYDEOHV XQGHU \
UHJDUGLQJ LWV XVH DQG LV SULQFLSDOO\ DSSOLHG WR UHSD\7XWUNQFR$R O
DPRXQWHG WWKRDWFMHPEHU » W K R OVADFQH® E H U

,QIRUPDWLRQ UHODWLQJ WR WKH VKRUW WHUP FUHGLW UDWLQJ RI WKt

$W 'HFHPEHU

w

$ $DD Pl $$%$P

3 $ 1RW UDWHG



JHUUDUL 1 9
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BBBBBBBBBEBBBBBBBBBBBBBBBBBBBB
$DD Pl ORRG\uV $$$P 6 3 *OREDO 5DWLQJV UHIHU WR PRQH\ PDUNHW IXQGV 3 UDWLQJV
VKRUW WHUP UDWLQJ RI WKH ILQDQFLDO LQVWLWXWLRQV ZLWK ZKRP WKH *URXS GHSRVLWYV

$W 'HFHPEHU WKH *URXSuV DYDLODEOH OLTXLGLW\ UHSUHVHQWHG E
FRPPLWWHG FUKMGLW O MMKIRXWVIDYG WKRRWDGIGEGHPEHU

$ EUHDNGRZQ RI WKH *URXSpuV DYDLODEOH OLTXLGLW\ LV SUHVHQWHG
$W 'HFHPEHU

» WKRXVDQG
&DVK DQG FDVK HTXLYDOHQWYV
8QGUDZQ FRPPLWWHG FUHGLW OLQHV
$YDLODEOH OLTXLGLW\

7TKH XQGUDZQ FRPPLWWHG FUHGLWDQGQHWHOWWH PR EHHUYROYLQJ FUH
DGGLWLRQDO LQIRUPBEW R&R FVMHIWMWHNGHFUHGLW OLQHV?S

1RWHV WR WKH FRQVROLGDWHG VWDWHPHQW RI FDVK IORZV

2WKHU QRQ FDVK H[SHQVHV QHW SULPDULO\ LQFOXGH HTXLW\ VHWWC
DFFRXQWV RI WUDGH UHFHLYDEOHY DQG SURYLVLRQV IRU VORZ PRYLQJ DQGC

JRU LQIRUPDWLRQ UHODWLQJ WR ILQDQFLQJ?HEVKRI@REZ B FWXDIDV X Q G LA
FDVK FORZV

68%6(48(17 (9(176

7KH *URXS KDV HYDOXDWHG YMEVMNDXMQWKH¥HKQW WWKURXWKI WKH &RQV
6WDWHPHQWY ZHUH DXWKRUL]JHG IRU LVVXDQFH DQG LGHQWLILHG WKH IRO

8QGHU WKH FRPPRQ VKDUH UHSXUFKDVHHEWKIUDP WKR P RPGRRU\S XU FK
DQ DGGLWLRORPPRQ VKDUHV IRU WRWD @ IFROQYRBUHIUDIWLRWKRH &RPSDQ\ KHO
WUHDVXU\ DQ DJJUHFRWPRRI VKDUHYV

2Q )HEUXDU\ WKH %RDUG RI 'LUHFWRUV RI )HUUDUL 1 9 UHFRPPHQGHC
&RPSDQ\ GHFODUK D GBIHYULGIREB8RY) VKDUH WRWD®LQUBBIFIIRRISRNBBOL\YV VXE
DSSURYDO RI WKH &RPSDQ\pvV VKDUHKROGHUY DW WKH $QQXDO *HQHUDO OH



([KLELWV

([KLEL .
1XPEHL¥VVFULSWLRQ RI '"RFXPHQWYV

LOJOI VK WUDQVODWIRQ RI WKH $UWIFOHY Rl $VVRFEFIDWIR® RI JHUUD
EHIILVWUDWIRQ 6WDWHPHQW RO|)RUP) JLOH 1R

Ml JHUUDUL
SHIIVWUDWIRQ 6WDWHPHQW RQI)RUP ) )JLOH 1R

LHVEUISWIRQ RI 6HEXUIWIHY UHJIVWHUHG XQGHU 6HFWLRQ RI WKF

D HIUDUIL 19 _(TXIW1 QFHOWIVH A0D0 TQFRUSEUDWHG E\ UHIH
RO YRUP 6 JIOH 1R ILOHG 71 WK WKH 6(& RQ 0D\
DHIUDUI 19 _(TX[W1 QFHOWIVH A0D0 TQFRUSEUDWHG E' UHIH
RO YRUP 6 JIOH 1R LILOHG 71 WK WKH 6(& RQ 0D\
BLLJSUL LS GKDJI 5800 S0CULIVYIIG TR G300 (PS0RIIIY LOT]
SHIILVWUDWIRO 6WDWHPHQOW RQ YRUP 6 JIOH 1R ILOHG ZLW

YHUUDUL 1 9 (TX1 W\ OFHOWIYH 30DQ [ OFRUSRUDWHGI E\ UHI}
RQ YRUP 6 JIOH 1R Il OHG ZI WK WKH 6(& RQ 0D\

LLVW RI VXEVIGIDULHY RI WKH UHJLVWUDQW

DHUUDLUI QVIGHU 7UDGI Q] 3IROIEN | QFRUSRUDWHG F\ UHIHUHQFH WF
LYILOH 1R 1HLOHG 71 WK \I\/KH|6(& RQ )HEUXDU\

RHUWLILEDWIRQ BRI WKH ZXKWWX QW XMR YWKBIBHAXULWLHYV ([FKDQJH $F
DV $GRSWHG 3XUVXDQW WR 6HFWLRQ RI WKH 6DUEDQHV 2[OH\ $FW

CHUWIILEDWIRQ RI WKH3XKIMXNDQWDWRLWRH2BIMFRULWLHYV ([FKDQJH $F)\
$GRSWHG 3XUVXDQW WR 6HFWLRQ RI WKH 6DUEDQHV 2[OH\ $FW RI

RHUWIIIEDWIRQ RI WKH GHTIMLYHMHGEXWEXORIIDFHUE RU 5XOH G E
&KDSWHU RI 7LWOH RI WKH 8QLWHG 6WDWHYV &RGH 8 6 &
RHUWIIIEDWIRQ RI WKIHWHKTXHIUHGDERRPRXOH2IIDMFHE RU 5XOH G E LC
&KDSWHU RI 7LWOH RI WKH 8QLWHG 6WDWHYV &RGH 8 6 &
RROVHOW Rl QGHSHQGHQW BHJIVWHUHG 3XEOIF $FFRXQWLQJ )LUP
DHUUDUL 3ROIF\ IRU WKH BHERYHU\ RI (UURQHRXVO\ $ZDUGHGI],QFHQW

[TOFRUSRUDWHG E\ UHIHUHOFH WR ([KIEI W WR WKH $00XDO 5HSR
WKH 6(& RO YHEUIXDU\

,16:%5/ ,QVWDQFH 'RFXPHQW
6&+ %5/ 7TD[RQRP\ ([WHQVLRQ 6FKHPD 'RFXPHQW
&$/;%5/ 7D[RQRP\ ((WHQVLRQ &DOFXODWLRQ /LQNEDVH 'RFXPHQW

()

%5/ 7D[RQRP\ ([WHQVLRQ 'HILQLWLRQ /LQNEDVH 'RFXPHQW

/$%:;%5/ 7TD[RQRP\ ([WHQVLRQ /DEHO /LQNEDVH 'RFXPHQW
35(:%5/ 7D[RQRP\ ([ WHQVLRQ 3UHVHQWDWLRQ /LQNEDVH 'RFXPHQW

&HUWDLQ LOQVWUXPHQWY ZLWK UHVSHFW WR RXU ORQJ WHUP GHEW KI

JRUP

) EHFDXVH WKH WRWDO DPRXQW RI GHEW DXWKRUL]JHG XQGHU DQ\ \

DQG WKRVH RI RXU VXEVLGLDULHY RQ D FRQVROLGDWHG EDVLV :H DJUHEFE

XSRQ

UHTXHVW






27+(5 ,1)250$7,21

$GGLWLRQDO ,QIRUPDWLRQ
2I1'lHU DQG /LVWLQJ '"HWDLOV

,Q WKH 8QLWHG 6WDWHYVY RXU FRPPRQ VKDUHY DUH OLVWHG DQG WUDG
VKDUHVY DUH DOVR OLVWHG DQG WUDGHG RQ WKH (XURQH[W 0OLODQ WUDGLC

'LYLGHQG 3ROLF\

6XEMHFW WR WKH DSSURYDO E\ WKH 6KDUHKROGHUV DW WKH $QQ X
GLYLGHQG GLVWULEXWLRQ WR WKH KRGEHURNRRP K@ PWPROQU N K BB H YV HRISRQ®RL Q
GLVWULEXWLRQ WR VKDUHKROBHO®LRIQDSSUR[LPDWHO\ (XUR

‘HLQWHQG WR UHWXUQ FDSLWDO WR KROGHUV RI FRPPRQ VKDUHV RYH
SURYLGH DGHTXDWH UHWXUQV WR VKDUHKROGHUV ZKLOH VXSSRUWLQJ JU
DFFHVV WR H[WHUQDO IXQGLQJ ‘H LQWHQG WR SD\ SHUFHQW RI RXU DQ
KRZHYHU WKH DFWXDO OHYHO RI GLYLGHQGV ZLOO EH VXEMHFW WR RXU H!
IDFWRUV WKDW RXU %RDUG RI 'LUHFWRUV PD\ GHHP UHOHYDQW DW WKH WL
WKDW DUH VLIJQLILFDQW LQ QDWXUH EXW H[SHFWHG WR RFFXU LQIUHTXHQW
2&RUSRUDWH *RYHUQDQFH+*0HPRUDQGXRP X)) & I$WWVELH®GE \6 RO LA VIRF VIX\E MRIG W
EDVHG RQ FKDQJHV LQ VWDWXWRU\ UHTXLUHPHQWY PDUNHW WUHQGV VW
RWKHU IDFWRUV

$00 LVVXHG DQG RXWVWDQGLQJ FRPPRQ VKDUHYV ZLOO UDQN HTXDOO\
PD\ EH GHFODUHG RQ WKH FRPPRQ VKDUHV 3XUVXDQW WR RXU $UWLFOHV |
WR D PLQLPXP GLYLGHQG ZKLFK LV DOORFDWHG WR WKH VSHFLDO GLYLGHC
WKH SDUwLDO UHOHDVH RI WKH VSHFLDO GLYLGHQG UHVHUYH ZLOO UHTXL
UHVROXWLRQ RI WKH PHHWLQJ RI KROGHUV RI VSHFLDO YRWLQJ VKDUHV )
VSHFLDO GLYLGHQG UHVHUYH

JRU DGGLWLRQDO LQIRUPDWLRQ R&REIS\RW DMWEX WRRHURID F R HOMWP RU B IHE
$VVRFLDW)ILRQGLWLRQ ZH DUH FDUU\LQJ RXW D VKDUH UHSXUFKB2AMAKSIWR JU
,QIRUPDWLRQ+$GGLWLRQDO ,QIRUPDWLRQ*3XUFKDVHV RI (TXLW\ 6HFXULWLE

3ULQFLSDO $FFRXQWDQW )HHV DQG 6HUYLFHV

'"HORLWWH 7TRXFKH 6 S $ WKH PHPEHU ILUPV Rl '"'HORLWWH DQG WKH
(QWLWLHV:® VHUYHG DV RXU LQGHSHQGHQW UHJLVWHUHG SXBEM@GE DHFRXQW
LOFXUUHG WKH IROORZLQJ IHHV IRU SURIHVVLRQDO VHMNYGFHRWIWKDWGIRAR V
'"HORLWWH (QWLWLHYV

JRU WKH \HDUV HQGHG 'HFHPEHU

» WKRXVDQGV
$XGLW IHHV

7D[ IHHV

$XGLW UHODWHG IHHV

$00 RWKHU IHHV

7RWDO

2$XGLW IHHV® DUH WKH DJJUHJDWH IHHV HDUQHG E\ WKH 3ULQFLSDO
DQQXDO ILQDQFLDO VWDWHPHQWY UHYLHZV RI LQWHULP ILQDQFLDO VWDW



ZLWK VWDWXWRU\ DQG UHJXODWRU\ ILOLQJY RU HQJDJHPHQWYV 27D[ IHHVS
IRU SURIHVVLRQDO VHUYLFHVY UHQGHUHG IRU WD[ FRPSOLDQFH DFWLYLWLH
IRU DVVXUDQFH DQG UHODWHG VHUYLFHV WKDW DUH UHDVRQDEO\ UHODW!
VWDWHPHQWY DQG DUH QRW UHSRUWHG XQGHU 2$XGLW IHHV3 7KLV FDWHJ
DQG RWKHU DWWHVWDWLRQ VHUYLFHVY VXEMHFW WR UHJXODWRU\ UHTXLUHF
IRU QRQ DXGLW VHUYLFHYVY UHQGHUHG LQ FRQQHFWLRQ ZLWK QHZ &65' UXOH

$XGLW &RPPLWWHHMPY SUH DSSURYDO SROLFLHVY DQG SURFHGXUHYV

2XU $XGLW &RPPLWWHH QRPLQDWHY DQG HQJDJHV RXU LQGHSHQGHC
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY 2XU $XGLW &RPPLWWHH KDV D S
DSSURYDO EHIRUH HQJDJLQJ RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFF
VHUYLFHV WR XV RU RXU VXEVLGLDULHV 3XUVXDQW WR WKLV SROLF\ ZKLF
WKH LOQGHSHQGHQFH RI RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQW
DSSURSULDWH VSHFLILF DXGLW DQG QRQ DXGLW VHUYLFHV LQ WKH FDWHJ
DQ\ RWKHU VHUYLFHV WKDW PD\ EH SHUIRUPHG E\ RXU LQGHSHQGHQW UHJL

&KDQJH LQ 5HIJLVWUDQWPYV &HUWLI\LQJ $FFRXQWDQW

1RW DSSOLFDEOH



3XUFKDVHV RI (TXLW\ 6HFXULWLHV E\ WKH ,VVXHU DQG $IILOLDWHG 3XUFKD\

$ PXOWL \HDU VKDUH UHSXUFKDVH SURJUDP RI DSSUR[LPDWHO\ (XUR
B3URJUDP:® ZDV DQQRXQFHG E\ WKH &RPSDQ\ DW WKH &DSLWDO ODUNHWYV '
EX\EDFN SURJUDP %HWZHHQ 'HFHPEHU DQG )HEUXDU\ JHUUDUL
IRU FRQVLGHUDWLRQ RI » PLOOLRQ WKH 26L[WK 7TUDQFKH3 2Q )HEUXDU\
ERRNEXLOG RIIHULQJ RI FRPPRQ VKDUHYVY PDGH E\ ([RU 1 9 E\ UHSXUFKDVLC

RI (XUR WKH 26HYHQWK 7UDQFKH?® WKH 6HYHQWK 7UDQFKH VHWWC
'"HFHPEHU JHUUDUL H[HFXWHG WKH HLJKWK WUDQFKH RI WKH 3ULRU
TUDQFKHS3

JROORZLQJ WKH &DSLWDO ODUNHWY 'D\ KHOG RQ 2FWREHU JHUL
SURJUDP RI DSSUR[LPDWHO\ (XUR ELOOLRQ H[SHFWKEB WER EEIHWHH HRXWH G L

6KDUH &DIQ WKQaV $QQXDO 5HSRUW IRU DGGLWLRQDO LQIRUPDWLRQ

$V Rl '"HFHPEHU JHUUDULpV FRPPRQ VKDUHV KHQG VQHWUBO VR
VKDUHV KHOG LQ WUHDVXU\ DPRXQWHG WR

7KH IROORZLQJ WDEOH UHSRUWYV SXUFKDVHV RI )HUUDUL HTXLW\ VHFX
ZKLFK ZHUH PDGH XQGHU WKH 6L[WK 7TUDQFKH WKH 6HYHQWK 7UDQFI

ZRWDO 1XPEHU RIJ RbPDWH 9DOXH Rl
sutre  TRWDR LXBEHY RI SEHIERLT S X YRRV HS DY é‘g’i%i@%%%g”@ Wik 3¢
RU 3URJUDPV
)

-DQ WR -DOQ

YHE WR )HE

ODUFK WR ODUFK as as as
$SULO WR $SULO + + +
0D\ WR 0D\ + + +
-XQH WR -XQH + + +
-X0O\ WR -XO0\ + + +

$XJ WR $XJ
6HSW WR 6HSW
2FW WR 2FW
1RY WR 1RY
'HF  WR 'HF
7TRWDO

BBBBBBBBBBBBBBBBBBBBBBBBBBBBB
5HSXUFKDVHV PDGH XQGHU WKH 6L[WK 6HYHQWK DQG (LJKWK 7UDQFKH RI WKH 3ULRU 3UR.
6HYHQWK 7UDQFKH ZDV FRPSOHWHG ZLWK UHSXUFKDVHV ODVW PDGH RQ )HEUXDU\ DC
6KDUH UHSXUFKDVHYVY PDGH RQ WKH 1<6( KDYH EHHQ FRQYHUWHG LQWR (XUR IURP 8 6 'ROO
RQ WKH UHVSHFWLYH WUDQVDFWLRQ GDWHYV

,Q DGGLWLRQ WR WKH DERYH LQ WKH FRQWH[W RI WKH *URXSuV HPS
&RPSDQ\ DVVLIQHG D WRWDO RI FRPPRQ VKDUHV SUHYLRXVO\ KHOG L
VDPH GD\ )HUUDUL SXUFKDVHG LQ D 2FURVV RUGHU3 WUDQVDFWLRQ H[HFX'
IURP D JURXS RI WKRVH HPSOR\HHV LQ RUGHU WR FRYHU VXFK LQGLYLGXLCL
&RYHU DW WKH DYHUDJH SULFH RI (XUR SHU VKDUH

7KH WRWDO YDOXH RI FRPPRQ VKDUHVY UHSXUFKDVHG XQGHU WKH 3UL
YDOXH RI (XUR PLOOLRQ UHSXUFKDVHG LQ FRQQHFWLRQ ZLWK WKH 6HOO
IURP -XO\ WR 'HFHPEHU DPRXQWV WR (XUR ELOOLRQ



7TD[DWLRQ
ODWHULDO 8QLWHG 6WDWHYV )HGHUDO ,QFRPH 7D[ &RQVHTXHQFHV

JHUUDUL 1 9 LV D SXEOLF OLPLWHG FRPSDQ\ RUJDQL]JHG LQ WKH 1HWK
86 IHGHUDO LQFRPH WD[ SXUSRVHV

7KLV VHFWLRQ GHVFULEHV WKH PDWHULDO 8 6 IHGHUDO LQFRPH WD][
VSHFLDO YRWLQJ VKDUHV W DSSOLHV VROHO\ WR 28 6 KROGHUV:® DV GHIL
RlI )HUUDUL DV FDSLWDO DVVHWYV

JRU SXUSRVHV RI WKLV GLVFXVVLRQ D 28 6 KROGHU® LV D EHQHILFLDO

DQ LQGLYLGXDO WKDW LV D FLWL]HQ RU WD[ UHVLGHQW RI WKH 8QLWH
D FRUSRUDWLRQ RU RWKHU HQWLW\ WD[DEOH DV D FRUSRUDWLRQ FUL
DQ HVWDWH ZKRVH LQFRPH LV VXEMHFW WR 8 6 IHGHUDO LQFRPH WD]

D WUXVW LI L D 86 FRXUW FDQ H[HUFLVH SULPDU\ VXSHUYLVLRQ R
SHUVRQV DUH DXWKRUL]HG WR FRQWURO DOO VXEVWDQWLDO GHFLVLR
DSSOLFDEOH 7UHDVXU\ 5HIXODWLRQV WR EH WUHDWHG DV D 8 6 SHUV

@O T m QO

7KLV VHFWLRQ GRHV QRW DSSO\ WR KROGHUV WKDW DUH 8 6 SHUVRQ
LQFOXGLQJ
+ D GHDOHU LQ VHFXULWLHV RU IRUHLJQ FXUUHQFLHV

UHJXODWHG LQYHVWPHQW FRPSDQ\
WUDGHU LQ VHFXULWLHV WKDW HOHFWV WR XVH D PDUN WR PDUNHW
WD[ H[HPSW RUJDQL]DWLRQ

EDQN ILQDQFLDO LQVWLWXWLRQ RU LQVXUDQFH FRPSDQ\

SHUVRQ OLDEOH IRU WKH DOWHUQDWLYH PLQLPXP WD]

SHUVRQ WKDW DFWXDOO\ RU FRQVWUXFWLYHO\ RZQV  SHUFHQW RU

D SHUVRQ WKDW KROGV FRPPRQ VKDUHV RU VSHFLDO YRWLQJ VKDUHYV
RU RWKHU ULVN UHGXFWLRQ WUDQVDFWLRQ IRU 8 6 IHGHUDO LQFRPH

¥ D SHUVRQ WKDW DFTXLUHG FRPPRQ VKDUHV RU VSHFLDO YRWLQJ VKDU
RSWLRQV RU RWKHUZLVH DV FRPSHQVDWLRQ RU

¥ D SHUVRQ ZKRVH IXQFWLRQDO FXUUHQF\ LV QRW WKH 8 6 'ROODU

7KLV VHFWLRQ LV EDVHG RQ WKH ,QWHUQDO 5HYHQXH &RGH RI DV
HILVWLQJ DQG SURSRVHG UHJXODWLRQV SXEOLVKHG UXOLQJV DQG FRXUW
GDWH KHUHRI 7KHVH ODZV DUH VXEMHFW WR FKDQJH SRVVLEO\ RQ D UHWU
FRQVHTXHQFHV QRU GRHV WKLV VHFWLRQ DGGUHVV SRWHQWLDO VWDWH D¢

H O H H H H H
O O U O U O

.l DQ HQWLW\ RU DUUDQJHPHQW WUHDWHG DV D SDUWQHUVKLS IRU 8
IHGHUDO LQFRPH WD[ WUHDWPHQW RI D SDUWQHU ZLOO JHQHUDOO\ GHSH(
SDUWQHUVKLS L H DQ DJJUHJDWH WKHRU\ RI SDUWQHUVKLS WD[DWLRQ
SDUWQHU $ SDUWQHU LQ DQ HQWLW\ WUHDWHG DV D SDUWQHUVKLS IRU 8
WD[ DGYLVRUV UHJDUGLQJ WKH 8 6 IHGHUDO LQFRPH WD[ WUHDWPHQW RI W

$00 KROGHUV RI )HUUDUL FRPPRQ VKDUHYVY DQG VSHFLDO YRWLQJ VKDL
86 IHGHUDO VWDWH DQG ORFDO IRUHLJQ DQG RWKHU WD[ FRQVHTXHQFHYV
VKDUHV WKDW PD\ EH UHOHYDQW WR WKHLU XQLTXH FLUFXPVWDQFHYV



7TD[DWLRQ RI 'LYLGHQGV

8QGHU WKH 8 6 IHGHUDO LQFRPH WD[ ODZV DQG VXEMHFW WR WKH G
FRPSDQ\ 23),&8% EHORZ D 8 6 KROGHU PXVW LQFOXGH LQ LWV JURVV LQFRF
WKH H[WHQW RI LWV FXUUHQW RU DFFXPXODWHG HDUQLQJV DQG SURILWYV
'LYLGHQGYV ZLOO EH WD[HG DV RUGLQDU\ LQFRPH WR WKH H[WHQW WKDW W
DQG SURILWYV 'LYLGHQGV SDLG WR D QRQ FRUSRUDWH 8 6 KROGHU E\ FHUW
GLYLGHQG LQFRPH PD\ EH WD[DEOH WR WKH KROGHU DW SUHIHUHQWLDO U
KROGHU PHHWV RWKHU KROGLQJ SHULRG DQG WD[ WUHDW\ HOLJLELOLW\ UH

+RZHYHU QR DVVXUDQFH FDQ EH JLYHQ WKDW WKH FRPPRQ VKDUH
FRPSUHKHQVLYH LQFRPH WD[ WUHDW\ ZLWK WKH 8QLWHG 6WDWHV )XUWKH
VXFK GLYLGHQG ZLOO EH HOLJLEOH IRU WKH EHQHILWY RI VXFK D WUHDW\

'LVWULEXWLRQV LQ H[FHVV RI FXUUHQW DQG DFFXPXODWHG HDUQLQJ\
SXUSRVHV ZLOO EH WUHDWHG DV D QRQ WD[DEOH UHWXUQ RI FDSLWDO W
VKDUHVY FDXVLQJ D UHGXFWLRQ LQ WKH 8 6 KROGHUuV DGMXVWHG EDVLYV
EDVLV ZLOO OLNHO\ EH FRQVLGHUHG D FDSLWDO JDLQ

6 XEMHFW WR FHUWDLQ OLPLWDWLRQV DQ\ QRQ 8 6 WD[ ZLWKKHOG DQ
HOLJLEOH IRU FUHGLW DJDLQVW D 8 6 KROGHUpV 8 6 IHGHUDO LQFRPH WD]
VXEMHFW WR D JHQHUDO OLPLWDWLRQ WR WKH DPRXQW RI WKH 8 6 KROGHI
LQFRPH IURP QRQ 8 6 VRXUFHV DQG LV FRPSXWHG VHSDUDWHO\ ZLWK UHVS
UHFHLYHV IURP QRQ 8 6 VRXUFHV )XUWKHU OLPLWDWLRQV PD\ DSSO\ DQG
DGYLVRUV UHJDUGLQJ WKH SRVVLEOH ZLWKKROGLQJ WD[ DQG SRWHQWLDO

7TD[DWLRQ RI &DSLWDO *DLQV

6 XEMHFW WR WKH GLVFXVVLRQ RI 3),& WD[DWLRQ DQG H[SHFWHG WD]
WKDW VHOOV RU RWKHUZLVH GLVSRVHV RI LWV )HUUDUL FRPPRQ VKDUHYV Z
SXUSRVHV HTXDO WR WKH GLIITHUHQFH EHWZHHQ WKH 8 6 'ROODU YDOXH
KROGHUupV WD[ EDVLV LQ WKRVH VKDUHV &DSLWDO JDLQ RI D QRQFRUSRUI
SURSHUW\ LV KHOG IRU PRUH WKDQ RQH \HDU 7KH GHGXFWLRQ RI FDSLWDO

1IRQUHVLGHQW DOLHQ LQGLYLGXDO V SUHVHQW LQ WKH 8QLWHG 6WDW
GXULQJ WKH WD[DEOH \HDU PD\ EH VXEMHFW WR 8 6 LQFRPH WD[DWLRQ XSF

/IR\ADOW\ 9RWLQJ 3URJUDP

12 67$78725< -8',&,$/ 25 $'0,1,675%$7,9( $87+25,7< ',5(&7/< ',6&866(6 +:
5(&(,37 2:1(56+,3 25 ',6326,7,21 2) 63(&,$/ 927,1* 6+$5(6 6+28/' %( 75($7('
)('(5$/ ,1&20( 7$; 385326(6 $1' $6 $ 5(68/7 7+( 8 6 )('(5$/ ,1&20( 7$; &216(48
$5( 81&(57%$,1 $&&25',1*/< :( 85*( 8 6 +2/'(56 72 &2168/7 7+(,5 7$; $'9,625 $6
7$: &216(48(1&(6 2) 7+( 5(&(,37 2:1(56+,3 $1' ',6326,7,21 2) 63(&,$/ 927,1* 6+$

S5HFHLSW RI VSHFLDO YRWLQJ VKDUHYV

./ D86 KROGHU UHFHLYHV VSHFLDO YRWLQJ VKDUHV WKH WD[ FRQVH"
:KLOH GLVWULEXWLRQV RI VWRFN DUH WD[ IUHH LQ FHUWDLQ FLUFXPVWDQI
FRXOG EH WUHDWHG DV D GLVWULEXWERQDYX®WMROW WRIYW B H R &GVG\HV B UE K W
FRQVLGHUHG WR UHVXOW LQ D 2GLVSURSRUWLRQDWH GLVWULEXWLRQ3 I
DPRXQW RI WKH GLVWULEXWLRQ VKRXOG HTXDO WKH IDLU PDUNHW YDOXH
LOWHQGY WR WDNH WKH SRVLWLRQ WKDW WKH YDOXH RI HDFK VSHFLDO YR
WKH VSHFLDO YRWLQJ VKDUHV LV IDFWXDO DQG LV QRW JRYHUQHG E\ DQ\ .



WD[ DXWKRULWLHVY FRXOG DVVHUW WKDW WKH YDOXH RI WKH VSHFLDO YRW
E\ )HUUDUL LV LQFRUUHFW

2ZQHUVKLS RI VSHFLDO YRWLQJ VKDUHYV

JHUUDUL EHOLHYHV WKDW 8 6 KROGHUV KROGLQJ VSHFLDO YRWLQJ VI
DPRXQWY WUDQVIHUUHG WR WKH VSHFLDO YRWLQJ VKDUHYV GLYLGHQG UHVEH
&RUSRUDWH *RYHUQDQFH &RGH PD\ LQ FHUWDLQ FLUFXPVWDQFHY UHTXLU
QR GLYLGHQGY DUH UHFHLYHG RQ VXFK VKDUHV LI WKH SUHIHUUHG VKDUH'
UHVXOWY LQ D 2FRQVWUXFWLYH GLVWULEXWLRQ® 3UHIHUUHG VKDUHV IRU
JURZWK WR DQ\ VLIJQLILFDQW H[WHQW )HUUDUL EHOLHYHV WKDW 6HFWLRQ
WR DQ\ DPRXQWV WUDQVIHUUHG WR WKH VSHFLDO YRWLQJ VKDUHV GLYLGF
FXUUHQW LQFRPH LQFOXVLRQ E\ 8 6 KROGHUV EHFDXVH DPRQJ RWKHU WK
VSHFLILF GDWH DQG D 8 6 KROGHU LV RQO\ HQWLWOHG WR UHFHLYH DPRX
LL 6HFWLRQ RI WKH 'XWFK &RUSRUDWH *RYHUQDQFH &RGH GRHV QRW
UHGHPSWLRQ SUHPLXP LI WKH UHGHPGSWERRQLPRME® WX P (GAR HVY @ RW. IH\WAHH G PR )
WKH VSHFLDO YRWLQJ VKDUHYV GLYLGHQG UHVHUYH WKDW DUH QRW SDLG R
RI WKH UHGHPSWLRQ S U6 HALKXIPQIDALOMNAKOW WRPEIHV XVHG LQ WKH DSSOLFDEO
WKHUHIRUH LOQOWHQGYV WR WDNH WKH SRVLWLRQ WKDW WKH WUDQVIHU RI D
SDLG RXW DV GLYLGHQGV GRHV QRW UHVXOW LQ D 2FRQVWUXFWLYH GLVWU
VSHFLDO YRWLQJ VKDUHVY RWKHU WKDQ D 8 6 KROGHU WKDW H[SOLFLWO\ G
WKH DSSOLFDEOH UHJXODWLRQV +RZHYHU EHFDXVH WKH WD[ WUHDWPHQW
GHWHUPLQDWLRQ LV QRW ELQGLQJ LW LV SRVVLEOH WKDW WKH WD[ DXWk
FXUUHQW LQFRPH LQFOXVLRQ LQ UHVSHFW RI VXFK DPRXQWY WUDQVIHUUHC
RXW DV GLYLGHQGYV

'LVSRVLWLRQ RI VSHFLDO YRWLQJ VKDUHYV

7KH WD[ WUHDWPHQW RI D 8 6 KROGHU WKDW KDV LWV VSHFLDO YRWL
LWV FRPPRQ VKDUHV IURP WKH /RADOW\ 5HJLVWHU LV XQFOHDU ,W LV SRVV
RI WKH 8 6 KROGHUuV EDVLV LQ LWV VSHFLDO YRWLQJ VKDUHV 6XFK ORVYV
LI D86 KROGHU KDV KHOG LWV VSHFLDO YRWLQJ VKDUHV IRU PRUH WKDQ
DOORZHG WR UHFRJQL]H D ORVV XSRQ WKH UHGHPSWLRQ RI LWV VSHFLDO
EDVLV LQ LWV )HUUDUL FRPPRQ VKDUHV E\ DQ DPRXQW HTXDO WR WKH EDV
KROGHUpvV )HUUDUL FRPPRQ VKDUHV ZRXOG GHFUHDVH WKH JDLQ RU LQFU
VDOH RU RWKHU WD[DEOH GLVSRVLWLRQ RI LWV )HUUDUL FRPPRQ VKDUHYV

7+( 86 )('(5%/ ,1&20( 7$; 75($70(17 2) 7+( /2<$/7< 927,1* 352*5$0 ,6 81&/($5 $
+2/'(56 $5( 85*(' 72 &2168/7 7+(,5 7$; $'9,6256 ,1 5(63(&7 2) 7+( &216(48(1¢
$&48,5,1* 2:1,1* $1'',6326,1* 2) 63(&,$/ 927,1* 6+$5(6

3),& &RQVLGHUDWLRQV

JHUUDUL EHOLHYHV WKDW VKDUHV RI LWV VWRFN DUH QRW FRQVLGHUF
WKLV FRQFOXVLRQ PXVW EH IDFWXDOO\ GHWHUPLQHG DQQXDOO\ DQG WKX\
DQG FRPSOH[ DQG FDQ EH PLWLIJDWHG WKURXJK FHUWDLQ 8 6 WD[ HOHF\
LQYROYHG )HUUDUL GRHV QRW LQWHQG WR SURYLGH LQIRUPDWLRQ WR L
HITHFWLYH L H D 3),& 2$QQXDO ,QIRUPDWLRQ 6WDWHPHQW?3

%YHFDXVH WKH GHWHUPLQDWLRQ RI ZKHWKHU D IRUHLJQ FRUSRUDWL!
DGPLQLVWUDWLYH RU MXGLFLDO DXWKRULW\ RQ ZKLFK WR UHO\ WKH 8 6



ORUHRYHU QR DVVXUDQFH FDQ EH JLYHQ WKDW )HUUDUL ZRXOG QRW EHFR
FKDQJHV LQ )HuUUDULpupVY DVVHWYV LQFRPH RU RSHUDWLRQV

,Q JHQHUDO )HUUDUL ZRXOG EH D 3),& ZLWK UHVSHFW WR D 8 6 KRO

KHOG VKDUHV RI )HUUDUL VWRFN LI DIWHU WKH DSSOLFDWLRQ RI DSSOLFDI

t SHUFHQW RU PRUH RI )HUUDULpV JURVV LQFRPH IRU WKH WD[DEOH \F

f $W OHDVW SHUFHQW RI RXU DVVHWY DYHUDJHG RYHU WKH \HDU DQ ¢
WKH SURGXFWLRQ RI SDVVLYH LQFRPH LQFOXGLQJ FDVK

,/ )HUUDUL ZHUH D 3),& 8 6 KROGHUV FRXOG IDFH DGYHUVH WD[ FRQV
GLYLGHQGY DQG FDSLWDO JDLQV DQG DGGLWLRQDO LQWHUHVW FKDUJHV
HOHFWLQJ IXQG3 HOHFWLRQ PD\ PLWLIJDWH WKHVH FRQVHTXHQFHV EXW )H
PDNH D 4() HOHFWLRQ $ 8 6 KROGHU WKDW KROGV VKDUHV RI )HUUDUL VW
WR WKH IRUHJRLQJ UXOHV IRU WKDW WD[DEOH \HDU DQG DOO VXEVHTXHQ
JHUUDUL FRPPRQ VKDUHYV HYHQ LI )HUUDUL FHDVHV WR EH D 3),& 8 6 KRC
UXOHVY DQG UHODWHG UHSRUWLQJ REOLJDWLRQV

)$7&% DQG ,QIRUPDWLRQ 5HSRUWLQJ

3D\PHQWV RI GLYLGHQGY DQG SURFHHGV IURP WKH VDOH RU RWKHU G
LQIRUPDWLRQ UHSRUWLQJ DQG EDFNXS ZLWKKROGLQJ XQGHU 8 6 IHGHUDO
&RPSOLDQFH $FW 2)$7&$® FHUWDLQ 8 6 KROGHUV PD\ EH UHTXLUHG WR |
VKDUHV WR WKH ,56 DQG FHUWDLQ QRQ 8 6 ILQDQFLDO LQVWLWXWLRQV P
JHUUDUL VKDUHV )DLOXUH WR FRPSO\ ZLWK )$7&$% UHSRUWLQJ UHTXLUHPHC
ZLOO QRW DSSO\ WR D 86 KROGHU WKDW SURYLGHV D FRUUHFW WD[SD\H!
EDFNXS ZLWKKROGLQJ 8 6 KROGHUV VKRXOG FRQVXOW WKHLU WD[ DGYL
ZLWKKROGLQJ WR WKHLU SDUWLFXODU FLUFXPVWDQFHYV

86 (VWDWH DQG *LIW 7D]

JHUUDUL FRPPRQ VKDUHVY RZQHG RU WUHDWHG DV RZQHG E\ DQ LQGLYL
WD[ SXUSRVHVY DW WKH WLPH RI GHDWK ZLOO JHQHUDOO\ EH LQFOXGHG LQ
PD\ EH VXEMHFW WR 8 6 HVWDWH WD[ 6LPLODUO\ JLIWV RI )HUUDUL FRPPR
86 JLIW WD[ 86 KROGHUV VKRXOG FRQVXOW WKHLU WD[ DGYLVRUV UHJDU
JHUUDUL FRPPRQ VKDUHYV

ODWHULDO 1HWKHUODQGVYV 7D[ &RQVHTXHQFHV

7KLV VHFWLRQ VROHO\ DGGUHVVHV WKH SULQFLSDO 'XWFK WD[ FRQVF
JHUUDUL FRPPRQ VKDUHV DQG LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ
EHORZ ,W GRHV QRW SXUSRUW WR GHVFULEH HYHU\ DVSHFW RI 'XWFK WD
FRPPRQ VKDUHV DQG LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ VKDUHYV
RU FRQVHTXHQFHV DULVLQJ IURP WKH 'XWFK OLQLPXP 7D[ $FW WKH X
RI '"HFHPEHU RQ HQVXULQJ D JOREDO PLQLPXP OHYHO RI WDI[D
ODUJH VFDOH GRPHVWLF JURXSV LQ WKH (8 ZKLFK PD\ EH UHOHYDQW IRU I
FRQVHTXHQFHV WR D SDUWLFXODU KROGHU RI )HUUDUL FRPPRQ VKDUHV DQ
SDUW RQ VXFK KROGHUWV FLUFXPVWDQFHV 6KDUHKROGHUV DQG DQ\ SRWH(
WKH 'XWFK WD[ FRQVHTXHQFHV RI DFTXLULQJ RZQLQJ DQG GLVSRVLQJ RI )
YRWLQJ VKDUHV LQ WKHLU SDUWLFXODU FLUFXPVWDQFHV

"KHUH LQ WKLV VHFWLRQ (QJOLVK WHUPV DQG H[SUHVVLRQV DUH XVHG
WR VXFK WHUPVY DQG H[SUHVVLRQV VKDOO EH WKH PHDQLQJ WR EH DWWUL
KHUH LQ WKLV VHFWLRQ WKH WHUPV 2WKH 1HWKHUODQGV: DQG 2'XWFK?3 [
.LQJGRP RI WKH 1HWKHUODQGV

7KLV VHFWLRQ DVVXPHV WKDW WKH ERDUG VKDOO FRQWURO WKH FRQC
RUJDQL]JHG VXFK DQG WKDW LWV EXVLQHVY ZLOO EH FRQGXFWHG LQ WKH P



VKRXOG EH WUHDWHG DV VROHO\ UHVLGHQW RI ,WDO\ IRU WKH DSSOLFD!'
IHWKHUODQGY $ FKDQJH LQ IDFWV DQG FLUFXPVWDQFHYV PD\ LQYDOLGDWH
UHIOHFW DQ\ VXFK FKDQJH

7KLY VHFWLRQ LV EDVHG RQ WKH WD[ ODZ RI WKH 1HWKHUODQGV XQS:
WKLV )RUP 7KH WD[ ODZ XSRQ ZKLFK WKLY GHVFULSWLRQ LV EDVHG LV VXE
FKDQJHV PD\ LQYDOLGDWH WKH FRQWHQWYV RI WKLV VXPPDU\ ZKLFK ZLOO Q

6FRSH RI WKH VXPPDU\

7TKH VXPPDU\ RI "XWFK WD[HV VHW RXW LQ WKLV VHFWLRQ 20DWHULDO
JHUUDUL FRPPRQ VKDUHVY DQG LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ
SXUSRVH RI WKLV VXPPDU\ D KROGHU Rl )HUUDUL FRPPRQ VKDUHV DQG LI |
KROGHU RI VXFK VKDUHV LI VXFK KROGHU LV QHLWKHU D UHVLGHQW QRU G}
LQFRPH WD[ RU FRUSRUDWLRQ WD[ DV WKH FDVH PD\ EH

7KLV "XWFK WD[DWLRQ VHFWLRQ GRHV QRW DGGUHVV WKH '"XWFK WD[ F
LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ VKDUHV ZKR

L LV D SHUVRQ ZKR PD\ EH GHHPHG DQ RZQHU RI )HUUDUL FRPPRQ VKDUI
IRU 'XWFK WD[ SXUSRVHV SXUVXDQW WR VSHFLILF VWDWXWRU\ DWWULE

LLLY DOWKRXJK LQ SULQFLSOH VXEMHFW WR 'XWFK FRUSRUDWLRQ WD][
FRQQHFWLRQ ZLWK LQFRPH IURP RI )HUUDUL FRPPRQ VKDUHV DQG LI C

LLLY DQ LQYHVWPHQW LQVWLWXWLRQ DV GHILQHG LQ WKH "XWFK &RUSRU

LYLY DQ HQWLW\ WKDW DOWKRXJK LQ SULQFLSOH VXEMHFW WR 'XWFK FR
FRUSRUDWLRQ WD]

Y RZQV )HUUDUL FRPPRQ VKDUHYVY DQG LI DSSOLFDEOH )HUUDUL VSHFLD!
PDQDJHPHQW ERDUG RU D VXSHUYLVRU\ ERDUG DQ HPSOR\PHQW UHOD
PDQDIJHPHQW UROH

YLKDV D VXEVWDQWLDO LQWHUHVW LQ )HUUDUL RU D GHHPHG VXEVWDOQ\
SHUVRQ KROGYV D VXEVWDQWLDO LQWHUHVW LI D VXFK SHUVRQ ° HLW
SDUWQHU RU DQ\ RI KLV UHODWLYHV E\ EORRG RU E\ PDUULDJH LQ WKI
SDUWQHU IRU "XWFK WD[ SXUSRVHV ° RZQV RU LV GHHPHG WR RZQ GLLI
RI DQ\ FODVV RI VKDUHV Rl )HUUDUL RU ULJKWV WR DFTXLUH GLUHFW
SURILW SDUWLFLSDWLQJ FHUWLILFDWHY UHODWLQJ WR SHUFHQW RU
OLTXLGDWLRQ SURFHHGY RIV)NKDDHY RUJKEWVYXI¥RK BHUX¥VNIRH VKDUHV RU
LQ )HUUDUL DUH KHOG E\ KLP IROORZLQJ WKH DSSOLFDWLRQ RI D QR
VKDUHV DQG WKH )HUUDUL VSHFLDO YRWLQJ VKDUHYVY DUH FRQVLGHUHG

YLLV IRU 'XWFK WD[ SXUSRVHV WD[DEOH DV D FRUSRUDWH HQWLW\ DQG U
7TD[HV RQ LQFRPH DQG FDSLWDO JDLQV
1RQ UHVLGHQW KROGHUV RI )HUUDUL FRPPRQ VKDUHY DQG LI DSSOLFDEOH
,QGLYLGXDOV
,/ D QRQ UHVLGHQW KROGHU Rl )HUUDUL FRPPRQ VKDUHY DQG LI DSSO
ZLOO QRW EH VXEMHFW WR 'XWFK LQFRPH WD[ LQ UHVSHFW RI DQ\ EHQHILW
JHUUDUL FRPPRQ VKDUHYVY DQG LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ \
L KH GHULYHV SURILWYV IURP DQ HQWHUSULVH ZKHWKHU DV DQ HQWUHS

VXFK HQWHUSULVH RWKHU WKDQ DV D VKDUHKROGHU DQG VXFK HQ
SHUPDQHQW HVWDEOLVKPHQW RU D SHUPDQHQW UHSUHVHQWDWLYH L«



DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ VKDUHV DUH DWWULEXWD
UHSUHVHQWDWLYH RU

LLKH GHULYHV EHQHILWY RU LV GHHPHG WR GHULYH EHQHILWYV IURP R
DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ VKDUHVY WKDW DUH WD[DEOH
IHWKHUODQGV

&RUSRUDWH HQWLWLHV

. D QRQ UHVLGHQW KROGHU RI )HUUDUL FRPPRQ VKDUHV DQG LI DSS
HQWLW\ RU DQ HQWLW\ LQFOXGLQJ DQ DVVRFLDWLRQ D SDUWQHUVKLS D¢
VXEMHFW WR 'XWFK FRUSRUDWLRQ WD[ LQ UHVSHFW RI DQ\ EHQHILWV GHUL
FRPPRQ VKDUHV DQG LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ VKDUHV

L LW GHULYHV SURILWV IURP DQ HQWHUSULVH GLUHFWO\ ZKLFK LV FD
HVWDEOLVKPHQW RU D SHUPDQHQW UHSUHVHQWDWLYH LQ WKH 1HWKH!
UHSUHVHQWDWLYH LWV )HUUDUL FRPPRQ VKDUHYV DQG LI DSSOLFDEOH

LLLW GHULYHV SURILWYV SXUVXDQW WR D FR HOWLWOHPHQW WR WKH QHYV
RWKHU WKDQ DV D KROGHU RI VHFXULWLHVY DQG WR ZKLFK HQWHUSU
VSHFLDO YRWLQJ VKDUHY DUH DWWULEXWDEOH

*HQHUDO

$ QRQ UHVLGHQW KROGHU RI )HUUDUL FRPPRQ VKDUHY DQG LI DSSOLI
SXUSRVHV QRW FDUU\ RQ RU EH GHHPHG WR FDUU\ RQ DQ HQWHUSULVH L(
SHUPDQHQW UHSUHVHQWDWLYH LQ WKH 1HWKHUODQGYV E\ UHDVRQ RQO\ RI
WKH LVVXH RI )HUUDUL FRPPRQ VKDUHYVY DQG RU LI DSSOLFDEOH )HUUDUL
REOLJDWLRQV XQGHU VXFK GRFXPHQWYV RU XQGHU WKH )HUUDUL FRPPRQ VK

'LYLGHQG ZLWKKROGLQJ WD][

JHUUDUL LV JHQHUDOO\ UHTXLUHG WR ZLWKKROG '"XWFK GLYLGHQG ZL
GLVWULEXWHG E\ LW $V DQ H[FHSWLRQ WR WKLV UXOH )HUUDUL PD\ QRW
QRQ 5SHVLGHQW KROGHUV RI VKDUHY DV GHILQHG DERYH WKDW GR QRW KD
WKH 1IHWKHUODQGV WR ZKLFK WKHLU )HUUDUL FRPPRQ VKDUHYVY DQG RU LW\
EH D WD[ UHVLGHQW RI ERWK WKH 1HWKHUODQGY DQG ,WDO\ LQ DFFRUGDQ
RI WKHVH MXULVGLFWLRQV ZKLOH WKH GRXEOH WD[ WUHDW\ EHWZHHQ WKH
,WD O\

*LIW DQG LQKHULWDQFH WD[HV

1R 'XWFK JLIW WD[ RU 'XWFK LQKHULWDQFH WD[ ZLOO DULVH ZLWK UH\
FRPPRQ VKDUHV DQG LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ VKDUHV |
FRPPRQ VKDUHV DQG LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ VKDUHYV
IHWKHUODQGV IRU SXUSRVHV RI 'XWFK JLIW WD[ RU 'XWFK LQKHULWDQFH W
QRU EHLQJ D GHHPHG UHVLGHQW LQ WKH 1HWKHUODQGYV IRU SXUSRVHV RI"
FRPPRQ VKDUHV DQG LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ VKDUHYV I
DQG GLHV ZLWKLQ GD\V DIWHU WKH GDWH RI WKH JLIW

JRU SXUSRVHV RI 'XWFK JLIW WD[ DQG 'XWFK LQKHULWDQFH WD[ D JLI'
VSHFLDO YRWLQJ VKDUHVY PDGH XQGHU D FRQGLWLRQ SUHFHGHQW LV GHHPI

9DOXH $GGHG 7D]

1R 'XWFK YDOXH DGGHG WD[ VKRXOG DULVH LQ UHVSHFW RI DQ\ SD\PH
VKDUHV DQG LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ VKDUHYV



5HILVWUDWLRQ WD[HVY DQG GXWLHYV

1R 'XWFK UHJLVWUDWLRQ WD[ WUDQVIHU WD[ VWDPS GXW\ RU DQ\ RV
IHHV LV SD\DEOH LQ WKH 1HWKHUODQGY LQ UHVSHFW RI RU LQ FRQQHFWL
SURFHHGLQJY DQG LQFOXGLQJ WKH HQIRUFHPHQW RI DQ\ IRUHLJQ MXGJPF
UHODWLQJ WR WKH LVVXH RI )HUUDUL FRPPRQ VKDUHYVY DQG LI DSSOLFDEO
LWV REOLJDWLRQV XQGHU VXFK GRFXPHQWVYV RU WKH WUDQVIHU RI )HUUD
VKDUHV

ODWHULDO ,WDOLDQ ,QFRPH 7D[ &RQVHTXHQFHYV

7KLV VHFWLRQ GHVFULEHY VROHO\ WKH PDWHULDO ,WDOLDQ WD[ FRQ\
FRPPRQ VKDUHVY DQG LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ VKDUHYV
PD\ EH UHOHYDQW WR D SDUWLFXODU KROGHU RI )HUUDUL FRPPRQ VKDUHYV
FLUFXPVWDQFHY RU ZKR LV VXEMHFW WR VSHFLDO WUHDWPHQW XQGHU DS
UHVSHFWV WR DOO FODVVHV RI LQYHVWRUYV

6KDUHKROGHUY DQG DQ\ SRWHQWLDO SURVSHFWLYH LQYHVWRUV VKRX
FRQVHTXHQFHV RI DFTXLULQJ KROGLQJ DQG GLVSRVLQJ RI )HUUDUL FRPI
VKDUHV LQ WKHLU SDUWLFXODU FLUFXPVWDQFHY DQG VKRXOG LQYHVWLJ
GLVWULEXWLRQV LQ FRQQHFWLRQ ZLWK WKH )HUUDUL FRPPRQ VKDUHV GLY

KHUH LQ WKLV VHFWLRQ (QJOLVK WHUPV DQG H[SUHVVLRQV DUH XVHG
WKHVH WHUPVY DQG H[SUHVVLRQV VKDOO EH WKH PHDQLQJ WR EH JLYHQ WI
VXPPDU\ DVVXPHV WKDW )HUUDUL FRPPRQ VKDUHV ZLOO EH OLVWHG RQ D U
LV RUIJDQL]IHG DQG WKDW WKH EXVLQHVYV ZLOO EH FRQGXFWHG LQ WKH PL
VWUXFWXUH RU WR WKH PDQQHU LQ ZKLFK )HUUDUL FRQGXFWV LWV EXVLQI
EH XSGDWHG WR UHIOHFW DQ\ VXFK FKDQJH

/IDZ 1R RI $XJIXVW GHOHJDWHG WKH ,WDOLDQ *RYHUQPHQW WHF
WKH ,WwDOLDQ WD[ VA\VWHP WKH 27D[ 5HIRUP3 7KH 7D[ 5HIRUP FRXOG VLJQ
FDSLWDO JDLQV DQG LQWURGXFH VHYHUDO DPHQGPHQWY LQ WKH ,WDOLDQ
LPSDFW RI WKHVH DPHQGPHQWY FDQQRW EH TXDQWLILHG RU IRUHVHHQ ZL
SURYLGHG LQ WKLV B3URVSHFWXV PD\ QRW UHIOHFW WKH IXWXUH WD[ IUDPH.

7KLV VXPPDU\ LV EDVHG RQ WKH WD[ ODZV RI WKH 5HSXEOLF RI ,WDO
SUDFWLFH LV QRW LQFOXGHG DV LW VWDQGY DW WKH GDWH RI WKLV VXPP
FKDQJH SRWHQWLDOO\ ZLWK UHWURDFWLYH HIIHFW $Q\ VXFK FKDQJH PD\ |
XSGDWHG WR UHIOHFW WKLV FKDQJH

'"HILQLWLRQV

,Q WKLV VHFWLRQ WKH IROORZLQJ WHUPV KDYH WKH PHDQLQJ GHILQH!

¥ 2&,7%% 3UHVLGHQWLDO 'HFUHH 1R Rl " HFHPEHU WKH &RQVROL
¥ 2(($ 6WDWH3 D 6WDWH WKDW LV SDUW\ WR WKH (XURSHDQ (FRQRPLF $U
¥ 2)LODQFH $FW 8 /DZ 1R Rl "HFHPEHU

¥ 2)LODQFH $FW 8 /DZ 1R Rl "HFHPEHU

f 2)LODQFH $HFWZ 1R RI "HFHPEHU

¥ 2)LQDQFH $FWZ 1R RI " HFHPEHU

¥ 2,5(68 ,WDOLDQ FRUSRUDWH LQFRPH WD]

¥f 2,WDOLDQ :KLWH /LVW?3® WKH OLVW RI FRXQWULHY DQG WHUULWRULHV [

FXUUHQWO\ LQFOXGHG LQ WKH ,WDOLDQ OLQLVWHULDO 'HFUHH RI €
VXSSOHPHQWHG RU LL RQFH HIIHFWLYH LQ DQ\ RWKHU GHFUHH RU U



OLVW RI VXFK FRXQWULHY DQG WHUULWRULHVY DQG WKDW ZLOO UHSO
DQ\ FRXQWU\ RU WHUULWRU\ WKDW ZLOO EH GHHPHG OLVWHG WKHUHLC

¥ 21RQ 4XDOLILHG +ROGLQJV:® KROGLQJV RI FRPPRQ VKDUHV LQ )HUUD!I
JHUUDUL FRPPRQ VKDUHV PD\ EH DFTXLUHG RWKHU WKDQ 4XDOLILHG +

¥ 24XDOLILHG +ROGLQJV:® KROGLQJV RI FRPPRQ VKDUHV LQ )HUUDUL LC
FRPPRQ VKDUHV PD\ EH DFTXLUHG WKDW UHSUHVHQW LQ FDVH RI VK
WZR SHUFHQW RI WKH RYHUDOO YRWLQJ ULJKWV H[HUFLVDEOH DW RUC
LVVXHG DQG RXWVWDQGLQJ FDSLWDO LQ H[FHVV RI SHUFHQW DQG

$ 27UDQVIHU RI 4XDOLILHG +ROGLQJV: WUDQVIHUV RI FRPPRQ VKDUHV L(
JHUUDUL FRPPRQ VKDUHV PD\ EH DFTXLUHG WKDW H[FHHG RYHU D
TXDOLI\LQJ DV 4XDOLILHG +ROGLQJV 7KH WZHOYH PRQWK SHULRG VWI
ULJKWV RZQHG UHSUHVHQW D SHUFHQWDJH Rl YRWLQJ ULJKWV RU L
WKUHVKROGYV ,Q FDVH RI ULJKWV RU VHFXULWLHYV WKURXJK ZKLFK )HL
YRWLQJ ULJKWV RU LQWHUHVW LQ )HUUDULuV FDSLWDO SRWHQWLDOC
WDNHQ LQWR DFFRXQW

7TD[DWLRQ RI 'LYLGHQGV

7KH WD[ UHJLPH VXPPDUL]HG LQ WKLV VXEVHFWLRQ 27D[DWLRQ RI 'LYL
FRPPRQ VKDUHVY DQG LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ VKDUHV W

'LYLGHQGV SDLG E\ )HUUDUL DUH VXEMHFW WR WKH WD[ UHJLPH JHQHL
UHVLGHQW IRU WD[ SXUSRVHV LQ WKH 5HSXEOLF RI ,WDO\

7KH WD[ UHJLPH PD\ YDU\ DV IROORZV
$ 7$/,$156,'(17 356216

L,QGLYLGXDOV QRW HQJDJHG LQ EXVLQHVYV DFWLYLW\

8QGHU 'HFUHH 1R Rl 6HSWHPEHU 2’HFUHH 3 GLYLGHQGYV
KROG WKH )HUUDUL FRPPRQ VKDUHV QHLWKHU LQ FRQQHFWLRQ ZLWK D E
LQYHVWPHQW SRWWYRBOURP ULRHDMF/HIWRPF G LQ VXESDUDJUDSK $ LL EHORZ
ZLWKKHOG DW VRXUFH LQ ,WwDO\ ,Q WKLV FDVH WKH KROGHUVY DUH QRW UH

6XEMHFW WR FHUWDLQ FRQGLWLRQV LQFOXGLQJ PLQLPXP KROGLQJ S
JHUUDUL PD\ EH H[HPSW IURP DQ\ LQFRPH WD[DWLRQ LQFOXGLQJ IURP WKH
GR QRW UHSUHVHQW D 4XDOLILHG +ROGLQJ DQGSDDAR GEOXIGH® UPLR O RIX
WKDW PHHWYV DOO WKH UHTXLUHPHQWY VHW IRUWK XQGHU ,WDOLDQ WD[ OD

LLLQGLYLGXDOV QRW HQJDJHG LQ EXVLQHVV DFWLYLW\ DQG KROGLQ.
JHVWLWRS® UHJLPH

'LYLGHQGYV SDLG WR ,WDOLDQ UHVLGHQW LQGLYLGXDOV ZKR GR QRW
EXVLQHVY DFWLYLW\ DUH QRW VXEMHFW WR DQ\ WD[ ZLWKKHOG DW VRXUFF}
VKDUHV WR DQ DXWKRUL]HG LQWHUPHGLDU\ XQGHU D GLVFUHWLRQDU\ DVV
GLVFUHWLRQDU\ LQYHVWPHQNE DERU R | XIQ\GM UWHRBELVPIHF O H RI' /HILVODWLYH
l1RYHPEHU 2'HFUHH 3 ,Q WKLV FDVH WKH GLYLGHQGV DUH LQFO
ULVXOWDWR PDWXUD WA DEXQ XWR \GX.EMHAWHR® MW R D SHUFHQW VXEVWLWXWHE

LIBAROH 3URSULHWRUYV

'LYLGHQGY SDLG WR ,WDOLDQ UHVLGHQW LQGLYLGXDOV ZKR KROG WK
DFWLYLW\ 26ROH 3URSULHWRUV:® DUH QRW VXEMHFW WR DQ\ WD[ ZLWKKH ¢
GHFODUH DW WKH WLPH RI UHFHLSW WKDW WKH SURILWY FROOHFWHG DUH



GLYLGHQGYVY PXVW EH UHSRUWHG LQ WKH LQFRPH WD[ UHWXUQ RI WKH KROC

EXVLQHVV LQFRPH WD[DEOH LQ ,WDO\ KRZHYHU RQO\ SHUFHQW RI1 WKI
LQFRPH WD[DEOH LQ ,WDO\ LI WKH KROGHUV RZQ D GLUHFW VKDUHKROGLQ
FDSLWDO RU KDV D WD[ EDVLVY QR ORZHU WKDQ » ,Q FRPSXWLQJ WKH

JURXS L H SHUVRQV WKDW DUH UHODWHG SXUVXDQW WR $UWLFOH
DFFRXQW VXEMHFW WR WKH GLOXWLRQ HIIHFW RI WKH FRUSRUDWH FKDLQ

LSDUWQHUVKLSY ,WDOLDQ 2VRFLHWj] LQ QRPH FROOHWWLYR3 2VRFL
DQG VLPLODU ,WDOLDQ SDUWQHUVKLSY DV UHIHUUHG WR LQ $UWLI
HOWLWLHY UHIHUUHG WR LQ $UWLFOH D E &,7%

1R ,WDOLDQ WD[ LV ZLWKKHOG DW VRXUFH RQ GLYLGHQ &V FHLHWWRQ,'
QRPH FRO®WRWFWHWR:LQ DFFRPDRGGWDLMHPBW LIFHIWQHUVKLSY DV UHIHUUH
GLYLGHQGY DUH LQFOXGHG LQ IXO0 LQ WKH RYHUDOO EXVLQHVV LQFRPH W
SDUWQHUVKLS KRZHYHU RQO\ SHUFHQW RI WKH GLYLGHQGV DUH LQFO
,WDO\ LI WKH SDUWQHUVKLS RZQV D GLUHFW VKDUHKROGLQJ WKDW HLWKHU
EDVLV QR ORZHU WKDQ » ,Q FRPSXWLQJ WKH SHUFHQW WKUHVKRO
SHUVRQV WKDW DUH UHODWHG SXUVXDQW WR $UWLFOH QR DQG
WKH GLOXWLRQ HIIHFW Rl WKH FRUSRUDWH FKDLQ ,| WKRFEBWW QBPSE®LEHI
VLPLODU SDUWQHUVKLSY DV UHIHUUHG W R XIVRHUMDZF O4HF U HH 7BR  E D VRH G2 R\Q |

DV VXEVHTXHQWO\ DPHQGHG DQG VXSSOHPHQWHG GLYLGHQGV DUH GH
SDUWQHUV DQG DUH VXEMHFW WR WD[ XQGHU WKH WD[ UHJLPH DSSOLFDEOF}
SDUWQHU

1R ,WDOLDQ WD[ LV ZLWKKHOG DW VRXUFH RQ GLYLGHQGV SDLG WR
EXVLQHVV HQWLWLHV DV UHIHUUHG WR LQ $UWLFOH 2[R F [EH V&j, 7S$H U @F DR
SDUWQHUVKLSV OARPFNH®/ JELQY FERY DQ GLWDWSHU (LD RAXRALHWR DS DE VISR Q V
OLPLWD@®3SXEOLF DQG SULYDWH HQWLWLHY ZKRVH VROH RU SULPDU\ SXUS
LQFOXGHG LQ IXO0 LQ WKH RYHUDOO EXVLQHVV LQFRPH VXEMHFW WR ,5(6
KROGHUVH RYHUDOO EXVLQHVV LQFRPH WD[DEOH LQ ,WDO\ LI WKH KROGHL
SHUFHQW RI )HUUDULuV VKDUH FDSLWDO RU KDV D WD[ EDVLV QR ORZHU
VKDUHKROGLQJV RZQHG ZLWKLQ WKH VDPH JURXS L H SHUVRQV WKDW DU
,WDOLDQ &LYLO &RGH DUH WDNHQ LQWR DFFRXQW VXEMHFW WR WKH GLOX
DUH ILQDQFLDO DVVHWV KHOG IRU WUDGLQJ E\ KROGHUV WKDW DSSO\ ,$6
RI WKH (XURSHDQ 3DUOLDPHQW DQG &RXQFLO RI -XO\ WKH IXO0 DPR
EXVLQHVV LQFRPH VXEMHFW WR ,5(6 ,5(6 LV FXUUHQWO\ OHYLHG DW  SHU
LQ VSHFLILF VHFWRUV FKLHI DPRQJ WKHP LV WKH SHUFHQW ,5(6 UDWH
PHHWLQJ FHUWDLQ FRQGLWLRQV

YRU VRPH W\SHV RI FRPSDQLHV DQG XQGHU FHUWDLQ FRQGLWLRQV Gl
SURGXFWLRQ ZKLFK LV VXEMHFW WR WKH UHJLRQDO WD[ RQ SURGXFWLYH L

Y 1RQ EXVLQHVYV HQWLWLHYVY UHIHUUHG WR LQ $UWLFOH F &,7%

1R ,WDOLDQ WD[ LV ZLWKKHOG DW VRXUFH RQ GLYLGHQGY SDLG WR ,W

F &,7$ LQFOXGLQJ ,WDOLDQ UHVLGHQW WUXVWV WKDW GR QRW FDUU\
FROOHFWLYH LQYHVWPHQW 22,&53%3 7KH GLYLGHQGYVYV DUH IXOO\ LQFOXGHG
VHFEFXULW\ HOWLWLHYVY SXUVXDQW WR /HIJLVODWLYH 'HFUHH 1R Rl -XQH

VXEMHFW WR FHUWDLQ FRQGLWLRQV LQFOXGLQJ PLQLPXP KROGLQJ S
LQFRPH IURP WKH FRPPRQ VKDUHV WKDW GR QRW UHSUHVHQW D 4XDOLILH
VRFLDO VHFXULW\ HQWLW\ HDUPDUNV WKH FRPPRQ VKDUHV DV HOLJLEOH
VXEVHTXHQWO\ DPHQGHG WR WKH H[WHQW KRZHYHU WKDW LQYHVWPHQW
XQGHUWDNLQJVY IRU FROOHFWLYH LQYHVWPHQW LQYHVWLQJ PDLQO\ LQ TXD
DVVHW YDOXH RI WKH VRFLDO VHFXULW\ HQWLW\ RI WKH SUHYLRXV \HDU

$FFRUGLQJ WR $UWLFOH RI )LQDQFH $FW SHUFHQW RI
UHIHUUHG WR LQ $UWLFOH F &,7$ ZLOO EH H[FOXGHG IURP WKHLU ,5(



PDLQO\ FDUU\ RXW DQ\ RI WKH TXDOLI\LQJ QRQ SURILW DFWLYLWLHV OLVW
UHODWHG WD[ VDYLQJVY WR D QRQ GLVWULEXWDEOH UHVHUYH DQG XVH WKH

YBHUVRQV H[HPSW IURP ,5(6 DQG SHUVRQV RXWVLGH WKH VFRSH RI ,

'LYLGHQGVY SDLG WR ,WDOLDQ UHVLGHQW SHUVRQV WKDW DUH H[HPS
ZLWKKHOG DW VRXUFH

1R ,wbOLDQ WD[ LV LQVWHDG ZLWKKHOG DW VRXUFH RQ GLYLGHQGYV
HVFOXMQPLGHU $UWLFOH &, 7%

YLL 3HQVLRQ IXQGV DQG 2,&5 RWKHU WKDQ 5HDO (VWDWH $,)

1R ,WDOLDQ WD[ LV ZLWKKHOG DW VRXUFH RQ GLYLGHQGV SDLG WR L
1R Rl "HFHPEHU 2'HFUHH 8 DQG E ,wDOLDQ 2,&85 RWKHU WKDQ
HVYWDWH 6,&%)V UHDO HVWDWH DOWHUQDWLYH LQYHVWPHQW IXQGV 25HDO

'LYLGHQGYV UHFHLYHG E\ ,WDOLDQ SHQVLRQ IXQGV DUH WDNHQ LQWR D
\LHOG ZKLFK LV VXEMHFW MR DW D SHRENEQMWADIDMRWHUWDLQ FRQGLWLRQYV
SHULRG UHTXLUHPHQW DQG OLPLWDWLRQV GLYLGHQGY DQG RWKHU LQFRP
EDVH Rl WKH SHUFHQW IODW WD[ LI WKH SHQVLRQ IXQG HDUPDUNV WKH FI
RI )LQDQFH $FW DV VXEVHTXHQWO\ DPHQGHG WR WKH H[WHQW KRZHY
TXDOLI\LQJ VKDUHV RU XQLWV LQ XQGHUWDNLQJV IRU FROOHFWLYH LQYHV\
WKDQ SHUFHQW RI WKH JURVV DVVHW YDOXH Rl WKH SHQVLRQ IXQG RI WK

'LYLGHQGYVY UHFHLYHG E\ 2,&5 WKDW DUH VHW XS LQ DQG RUJDQL]JHG
UHJXODWRU\ VXSHUYLVLRQ RWKHU WKDQ 5HDO (VWDWH $,) DUH QRW VXEM

YLLL 5HDO (VWDWH $,)

1R ,WDOLDQ WD[ LV ZLWKKHOG DW VRXUFH RQ GLYLGHQGVY SDLG WR ,W
WR HLWKHU ,5(6 RU ,5$3 DW WKH OHYHO RI WKH 5HDO (VWDWH $,) +RZHYHU
SUR uUbwbD WR ,WDOLDQ UHVLGHQW XQLWKROGHUV VKDUHKROGHUV LUUHYV
,WDOLDQ UHVLGHQW XQLWKROGHUV VKDUHKROGHUYV DUH QRW LQVWLWXYV
UHSUHVHQWLQJ PRUH WKDQ SHUFHQW RI WKH 5HDO (VWDWH $,)pV QHW DV\
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L 1RQ UHVLGHQW SHUVRQV KROGLQJ WKH FRPPRQ VKDUHV LQ )HUUDL

1R ,WDOLDQ WD[ LV ZLWKKHOG DW VRXUFH RQ GLYLGHQGV SDLG WR QR
WKURXJK D SHUPDQHQW HVWDEOLVKPHQW LQ ,WDO\ WR ZKLFK WKH FRPPRQ
DUH LQFOXGHG LQ IXO0 LQ WKH RYHUDOO EXVLQHVV LQFRPH VXEMHFW WR
WKH KROGHUVH RYHUDOO EXVLQHVV LQFRPH WD[DEOH LQ ,WDO\ LI WKH KRC
SHUFHQW RI )HUUDULuV VKDUH FDSLWDO RU KDV D WD[ EDVLV QR ORZHU
VKDUHKROGLQJV RZQHG ZLWKLQ WKH VDPH JURXS L H SHUVRQV WKDW DU
,WDOLDQ &LYLO &RGH DUH WDNHQ LQWR DFFRXQW VXEMHFW WR WKH GLOX
DUH ILQDQFLDO DVVHWV KHOG IRU WUDGLQJ E\ KROGHUV WKDW DSSO\ ,$6
5HIJXODWLRQ 1R RI WKH (XURSHDQ 3DUOLDPHQW DQG WKH &RXQFLO
LQFOXGHG LQ WKH RYHUDOO EXVLQHVV LQFRPH VXEMHFW WR ,5(6 ,5(6 LV F
IRU FRPSDQLHV RSHUDWLQJ LQ VSHFLILF VHFWRUV FKLHI DPRQJ WKHP LV
ILQDQFLDO LQWHUPHGLDULHY RU PHHWLQJ FHUWDLQ FRQGLWLRQV ,I WKF
WKURXJK D SHUPDQHQW HVWDEOLVKPHQW LQ ,WDO\ WR ZKLFK WKH FRPPRQ
LQ IXO0 LQ WKH RYHUDOO EXVLQHVV LQFRPH WD[DEOH LQ ,WDO\ KRZHYH!
KROGHUPVY RYHUDOO LQFRPH VXEMHFW WR SHUVRQDO LQFRPH WD[ LI WKH K|
SHUFHQW RI )HUUDULuV VKDUH FDSLWDO RU KDV D WD[ EDVLV QR ORZHU



VKDUHKROGLQJY RZQHG ZLWKLQ WKH VDPH JURXS L H SHUVRQV WKDW DU
,WDOLDQ &LYLO &RGH DUH WDNHQ LQWR DFFRXQW VXEMHFW WR WKH GLOX

JRU VRPH W\SHV RI EXVLQHVVHYVY DQG XQGHU FHUWDLQ FRQGLWLRQV C
SURGXFWLRQ ZKLFK LV VXEMHFW WR ,5%$3

, I GLYLGHQGYVY DUH SDLG ZLWK UHVSHFW WR FRPPRQ VKDUHV LQ )H
HVWDEOLVKPHQW LQ ,WwDO\ RI D QRQ UHVLGHQW SHUVRQ SOHDVH VHH VXES

LLRQ UHVLGHQW SHUVRQV WKDW GR QRW KROG WKH FRPPRQ VKDUH
,WD O\

$ SHUFHQW WD[ ZLWKKHOG DW VRXUFH JHQHUDOO\ DSSOLHV RQ GLY
SHUPDQHQW HVWDEOLVKPHQW LQ ,WDO\ WR ZKLFK WKH FRPPRQ VKDUHV LQ

6XEMHFW WR D VSHFLILF DSSOLFDWLRQ WKDW PXVW EH VXEPLWWHG W
SURYLGHG E\ ODZ QRQ UHVLGHQW KROGHUV DUH HQWLWOHG WR UHOLHI |
HOHYHQ WZHQW\ VL[WKV RI WKH WD[ OHYLHG LQ ,WDO\ LI WKH\ FDQ GHP
SURILWYV +ROGHUV ZKR PD\ EH HOLJLEOH IRU WKH UHOLHI VKRXOG FRQVX
ZKHWKHU WKH\ DUH HOLJLEOH IRU DQG KRZ WR REWDLQ WKH WD[ UHIXQG

$v DQ POWHUQDWLYH WR WKH UHOLHI GHVFULEHG DERYH SHUVRQV U
ZLWK ,WDO\ PD\ UHTXHVW WKDW WKH WD[ ZLWKKHOG DW VRXUFH RQ GLYL
DSSOLFDEOH WD[ WUHDW\ SURYLGHG WKDW WKH QRQ UHVLGHQW SHUVRQ
FHUWLILFDWHY UHOHDVHG RU VWDPSHG E\ WKH IRUHLJQ WD[ DXWKRULW\

7KH GRPHVWLF ZLWKKROGLQJ WD[ UDWH RQ GLYLGHQGV LV SHUFHQ
RZQHUV RI WKH GLYLGHQGYV RQ )HUUDUL FRPPRQ VKDUHY DUH FRPSDQLHV I
OHPEHU 6WDWH RU LQ DQ (($ 6WDWH WKDW LV LQFOXGHG LQ WKH ,WDOLDQ
6WDWH DQG LI WKH UHFLSLHQWY RZQ D GLUHFW VKDUHKROGLQJ WKDW HLW
WD[ EDVLV QR ORZHU WKDQ » ,Q FRPSXWLQJ WKH SHUFHQW WKUHVI
SHUVRQV WKDW DUH UHODWHG SXUVXDQW WR $UWLFOH QR DQG
WKH GLOXWLRQ HIIHFW RI WKH FRUSRUDWH FKDLQ 7KHVH FRPSDQLHV DQG |

7KH GRPHVWLF ZLWKKROGLQJ WD[ UDWH RQ GLYLGHQGV LV SHUFHQ
RZQHUV Rl WKH GLYLGHQGV RQ )HUUDUL FRPPRQ VKDUHV DUH SHQVLRQ IXQ
LQFOXGHG LQ WKH ,WDOLDQ :KLWH /LVW 7KHVH SHQVLRQ IXQGV DUH QRW H

RI )LQDQFH $FW SURYLGHV IRU DQ H[HPSWLRQ IURP ZLWKKROGLQJ V
(8 OHPEHU 6WDWH RU DQ (($ 6WDWH KROGV VKDUHV LQ DQ ,WDOLDQ UHVLG
RQO\ WR WKH H[WHQW RI GLYLGHQGV IURP LQYHVWPHQWYV LQ TXDOLI\LQJ
LQYHVWLQJ PDLQO\ LQ TXDOLI\LQJ VKDUHV WKDW UHSUHVHQW QR PRUH WK
WKH SUHYLRXV \HDU 7R EHQHILW IURP WKLV H[HPSWLRQ WKH (8 RU 2ZKLW
RI WKH GLYLGHQGV PXVW VXEPLW DQ DIILGDYLW WR WKH ZLWKKROGLQJ DJ
H[HPSWLRQ DQG WKDW LW XQGHUWDNHVY WR KROG WKH VKDUHV IRU WKH UF
VXFK (8 RU 2ZKLWH OLVWHG:® (($ SHQVLRQ IXQGV WR EHQHILW IURP WKLV H

8QGHU $UWLFOH Rl "HFUHH QR ,WDOLDQ WD[ LV ZLWKKHOG DW
IRU FROOHFWLYH LQYHVWPHQW WKDW FRPSO\ ZLWK 'LUHFWLYH (& RU
GR QRW IDOO ZLWKLQ WKH VFRSH RI '"LUHFWLYH (& EXW ZKRVH DVVHW
WR 'LUHFWLYH (8 SURYLGHG WKDW LQ ERWK FDVH L DQG LL WKH IR
XQGHU WKH ODzV RI DQ (8 OHPEHU 6WDWH RU DQ (($ 6WDWH WKDW LV LQFO X

8QGHU $UWLFOH ELV RI '"HFUHH ZKLFK LPSOHPHQWHG LQ ,WDO\ W
UHFDVW LQ (8 'LUHFWLYH Rl 1IRYHPEHU WKH 23DUHQW 6XEVLGL

UHIXQG RI WKH WD[ ZLWKKHOG DW VRXUFH RQ WKH GLYLGHQGV LI LW D KI
3SDUHQW 6XEVLGLDU\ 'LUHFWLYH E LV UHVLGHQW IRU WD[ SXUSRVHV LQ D
RXWVLGH WKH (8 DFFRUGLQJ WR D GRXEOH WD[ WUHDW\ VLIQHG ZLWK D QR



Rl WKH WD[HV LQGLFDWHG LQ WKH DSSHQGL[ WR WKH 3DUHQW 6XEVLGLDU\
H[HPSWLRQ UHJLPHV WKDW KDYH QR WHUULWRULDO RU WLPH OLPLWDWLRQ"
DQ LQWHUHVW LQ WKH LVVXHG DQG RXWVWDQGLQJ FDSLWDO RI )HUUDUL RI
\HDU ,1 WKHVH FRQGLWLRQV DUH PHW DQG DV DQ DOWHUQDWLYH WR VXEP
UHVLGHQW FRPSDQ\ PD\ UHTXHVW WKDW QR WD[ EH OHY[HEBKBW WH W RROHG
SHULRG XQGHU FRQGLWLRQ G\ IVKRY® RKD Y HVQGHIG PRPSDQE SURPSWO\ VX
7KH ZLWKKROGLQJ H[HPSVELMRQ Y (FGHH $UWIDROEH GHQLHG E\ WKH ,WDOLDQ
VLWXDWLRQV SXUVXDQW WR WKH ,WDOLDQ VWDWXWRU\ JHQHUDO DQWL DEX

8QGHU WKH $JUHHPHQW EHWZHHQ WKH (XURSHDQ &RPPXQLW\ DQG W
HTXLYDOHQW WR WKRVH ODLG GRZQ LQ &RXQFLO 'LUHFWLYH (& RQ
SD\PHQWYV WKH ZLWKKROGLQJ WD[ UHIXQG HIHPSWLRQ UHJLPH GHVFULEH
D LV UHVLGHQW IRU WD[ SXUSRVHV LQ 6ZLW]J]HUODQG ZLWKRXW EHLQJ FR
GRXEOH WD[ WUHDW\ VLIQHG ZLWK D QRQ (8 FRXQWU\ E LV D OLPLWHG FF
HIHPSWHG RU EHQHILWLQJ IURP SUHIHUHQWLDO WD[ UHJLPHV DQG G GL
LQWHUHVW LQ )HUUDULMuV LVVXHG DQG RXWVWDQGLQJ FDSLWDO RI QR OHVYV

'LYLGHQGY GLVWULEXWHG WR LOQOWHUQDWLRQDO HQWLWLHY RU ERGLH)
WR LOWHUQDWLRQDO UXOHV RU WUHDWLHY HQWHUHG LQWR IRUFH LQ ,WDO

LIE6 KROGHUV ZLWKRXW SHUPDQHQW HVWDEOLVKPHQW LQ ,WDO\ R
VSHFLDO YRWLQJ VKDUHYV

.l JHUUDUL LV FRQVLGHUHG WR EH D WD[ UHVLGHQW RI ERWK ,WDO\ D
UHVLGHQF\ SURYLVLRQV DSSOLHG E\ HDFK Rl WKHVH MXULVGLFWLRQV ZKL
DWWULEXWHYV WKH WD[ UHVLGHQF\ H[FOXVLYHO\ WR ,WDO\ )HUUDUL ZLOC
GLYLGHQGY GLVWULEXWHG WR 8 6 KROGHUV RI )HUUDUL FRPPRQ VKDUHV
FHUWDLQ 8 6 KROGHUV RI J)HUUDUL FRPPRQ VKDUHV DQG LI DSSOLFDEOH
UHOLHI IURP WKH ,WDOLDQ GLYLGHQG ZLWKKROGLQJ WD[ XQGHU WKH &RGQ
$PHULFD DQG WKH *RYHUQPHQW RI WKH ,WDOLDQ 5HSXEOLF IRU WKH DYRLG
WKH SUHYHQWLRQ RI IUDXG RU ILVFDO HYDVLRQ VLJQHG LQ :DVKLQJWRQ
EDVLV RI $UWLFOH Rl WKH ,WDO\ 8 6 7UHDW\ TXDOLI\LQJ 8 6 LQGLYLGXE
WD[ UDWH L H SHUFHQW DQG TXDOLI\LQJ 8 6 FRPSDQLHV DUH HQWLWC
ZLWKKROGLQJ WD[ UDWH HLWKHU SHUFHQW RU SHUFHQW GHSHQGLQJ |
,WDO\ 8 6 7UHDW\ TXDOLILHG 8 6 JRYHUQPHQWDO HQWLWLHYV DUH HQWLW:¢
GLYLGHQG ZLWKKROGLQJ WD]|

7TD[DWLRQ RI GLVWULEXWLRQV RI (TXLW\ 5HVHUYHV

7KH WD[ UHJLPH VXPPDUL]JHG LQ WKLV VXEVHFWLRQ 27D[DWLRQ RI GLV\
RI KROGHUV RI )HUUDUL FRPPRQ VKDUHY DQG LI DSSOLFDEOH )HUUDUL VSt

7KH LQIRUPDWLRQ SURYLGHG LQ WKLV VXEVHFWLRQ VXPPDUL]JHV WKH
JHUUDUL RWKHU WKDQ LQ FDVH RI UHGXFWLRQ RI H[FHVV FDSLWDO ZLW
UHVHUYHV DV UHIHUUHG WR XQGHU $UWLFOH &,7$ VXFK DV IRU LQVWCE
HTXDOL]LQJ LIQWWWHHWHIAYW VG LS PR IXP JIOLR KH VXEVFULEHUV HTXLW\ RWKHU
YHUVDPHQWL D IRQ &K BUWHH G BWIRW D (Y DFV R X @WS.DL B HEB/GW FE \FDISD WHDIORIO G H U
H[HPSW UHYDOXDWLRQ UHVHUYHV WKH 2(TXLW\ 5HVHUYHV?
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L ,QGLYLGXDOV QRW HQJDJHG LQ EXVLQHVV DFWLYLW\

5HIDUGOHVV RI ZKDW KROGHUV KDYH UHVROYHG XSRQ LQ WKH VKDUH
RXW RI (TXLW\ 5HVHUYHV RI )HUUDUL E\ ,WDOLDQ UHVLGHQW LQGLYLGXDO\
ZLWK D EXVLQHVV DFWLYLW\ DUH GHHPHG WR EH DQG WUHDWHG DV SURIL
SURILWYV RU UHWDLQHG SURILWY H[FHSW IRU DQ\ SRUWLRQ WKHUHRI HDUP



$PRXQWYV WUHDWHG DV SURILWY DUH VXEMHFW WR WKH VDPH WD[ UHJLF
GLVWULEXWLRQV RXW RI (TXLW\ 5HVHUYHYV QHW RI DQ\ DPRXQW DOUHDG\
EDVLV LQ )HUUDUL FRPPRQ VKDUHV FRUUHVSRQGLQJO\ 'LVWULEXWLRQV R>
EDVLV LQ WKH )HUUDUL FRPPRQ VKDUHVY DUH WUHDWHG DV GLYLGHQGV IRU
KDYH HOHFWHG ZLWK UHJDUG WR WKH FRPPRQ VKDUHV LQ )HUMDUPHL@MNIR
ULVSDUPLRGHAWVFWLWHRG LQ VXESDUDJUDSK $ L RI WKH VXEVHFWLRQ 27D[DW

LLBROH 3URSULHWRUV EXVLQHVV SDUWQHUVKLSVY ,WDOLDQ 2VRFLH
VHPSOLFH:® DQG VLPLODU ,WDOLDQ SDUWQHUVKLSY DV UHIHUUHG W
EXVLQHVYVY HQWLWLHY UHIHUUHG WR LQ $UWLFOH D E &,7$%

5HIDUGOHVV RI ZKDW KROGHUV KDYH UHVROYHG XSRQ LQ WKH VKDUH
RXW Rl (TXLW\ 5HVHUYHV Rl )HUUDUL E\ ,WDOLDQ 6ROH 23WRFEHMW WRUWRF
FROOHWWEYRW] LQ DFFRPDIQEBIAWDPVYOPYOWBOLDQ SDUWQHUVKLSY DV UHIHL
UHVLGHQW FRPSDQLHV DQG RWKHU EXVLQHVV HQWLWLHYV UHIHUUHG WR LQ
SURILWV IRU WKH UHFLSLHQWY WR WKH H[WHQW WKDW )HUUDUL KDV FXUUL
HDUPDUNHG WR D WD[ GHIHUUHG UHVHUYH RU QRQ GLVWULEXWDEOH UHVHL
WD[ UHJLPH GHVFULEHG DERYH IRU GLYLGHQGV $PRXQWY UHFHLYHG DV G
DOUHDG\ WUHDWHG DV SURILWY DV SHU WKH DERYH UHGXFH WKH KROGH!
'LVWULEXWLRQV RXW RI (TXLW\ 5SHVHUYHV WKDW DUH LQ H[FHVV RI WKH KRC
FDSLWDO JDLQV IRU WD[ SXUSRVHVY DQG VKRXOG EH VXEMHFW WR WKH VD
*DLQV3 EHORZ

LIMIRQ EXVLQHVV HQWLWLHY UHIHUUHG WR LQ $UWLFOH F &,7$% DC
&, 7%

$PRXQWV UHFHLYHG E\ ,WDOLDQ UHVLGHQW QRQ EXVLQHVV HQWLWLHV
RI (TXLW\ 5HVHUYHV QHW RI DQ\ DPRXQW DOUHDG\ WUHDWHG DV SURILWV
DSSO\ KHUH DV ZHOO UHGXFH WKH KROGHUuV WD[ EDVLV LQ WKH )HUUDUL
SHVHUYHV WKDW DUH LQ H[FHVV Rl WKH KROGHUVp WD[ EDVLV LQ WKH FRP
DFWLYLW\ DUH WUHDWHG DV GLYLGHQGV IRU WD[ SXUSRVHV )RU D VKRUW
VHFXULW\ HQWLWLHVY VHH VXESDUDJUDSK $ Y RI WKH VXEVHFWLRQ 27D[D\

,Q FDVH RI DPRXQWY UHFHLYHG E\ ,WDOLDQ QRQ EXVLQHVV SDUWQHL
GHSHQGVY RQ WKH VSHFLILF FLUFXPVWDQFHYVY RI WKH FDVH 6KDUHKROGHUYV
EXVLQHVVY SDUWQHUVKLSY VKRXOG FRQVXOW WKHLU RZQ WD[ DGYLVRUV LQ

LYSHUVRQV H[HPSW IURP ,5(6

$PRXQWYV UHFHLYHG E\ ,WDOLDQ UHVLGHQW SHUVRQV H[HPSW IURP ,5¢(
DPRXQW DOUHDG\ WUHDWHG DV SURILWY DV SHU WKH UXOHV GHVFULEHG L
KROGHUupvV WD[ EDVLV LQ WKH )HUUDUL FRPPRQ VKDUHV FRUUHVSRQGLQJO\
WKH KROGHUVuy WD[ EDVLV LQ WKH FRPPRQ VKDUHV LQ )HUUDUL QRW KHOG
IRU WD[ SXUSRVHYV

Y 3HQVLRQ IXQGV DQG 2,&5 RWKHU WKDQ 5HDO (VWDWH $,)

$PRXQWYV UHFHLYHG E\ ,WDOLDQ SHQVLRQ IXQGV JRYHUQHG E\ $UWLF
5HVHUYHV VKRXOG EH WDNHQ LQWR DFFRXQW WR FRPSXWH WKH SHQVLRQ
SHUFHQWL PGIRWW\IIDVRVKMH. WRWXMDRI WKH FRPPRQ VKDUHV LQ JHUUDUL DW WK
LQFOXGHG LQ WKH QHW DQQXDO DFFUXHG \LHOG )RU D VKRUW GHVFULSYV
VXESDUDJUDSK $ YLL RI WKH VXEVHFWLRQ 27D[DWLRQ RI 'LYLGHQGV: DER"

&RQYHUVHO\ DQ\ DPRXQWY UHFHLYHG E\ 2,&5 WKDW DUH VHW XS LQ
VXEMHFW WR UHJXODWRU\ VXSHUYLVLRQ RWKHU WKDQ 5HDO (VWDWH $,)
WD[DWLRQ DW WKH OHYHO RI WKH 2,&5

YI5HDO (VWDWH $,)



$PRXQWYV UHFHLYHG E\ ,WDOLDQ 5HDO (VWDWH $,) DV GLVWULEXWLRQ
,5$3 DW WKH OHYHO RI WKH 5HDO (VWDWH $,) +RZHYHU LQFRPH UHDOL]JHC
,WDOLDQ UHVLGHQW XQLWKROGHUYV VKDUHKROGHUYV LUUHVSHFWLYH RI D
UHVLGHQW XQLWKROGHUYV VKDUHKROGHUYV DUH QRW LQVWLWXWLRQDO LQ
PRUH WKDQ SHUFHQW RI WKH 5HDO (VWDWH $,)pV QHW DVVHW YDOXH
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LIRQ UHVLGHQW SHUVRQV WKDW GR QRW KROG WKH FRPPRQ VKDUH
,WDO\

JRU QRQ ,WDOLDQ UHVLGHQW SHUVRQV ZKHWKHU LQGLYLGXDOV RU FR
ZKLFK WKH FRPPRQ VKDUHV LQ )HUUDUL DUH HIIHFWLYHO\ FRQQHFWHG WK
DUH VXEMHFW WR WKH VDPH WD[ UHJLPH DV DSSOLFDEOH WR ,WDOLDQ UHV
SDUDJUDSK $ L RI WKLV VXEVHFWLRQ 27D[DWLRQ RI GLVWULEXWLRQV RI
GLVWULEXWLRQV RXW RI (TXLW\ 5HVHUYHV QHW RI DQ\ DPRXQW WKDW KDV
VXESDUDJUDSK $ L DERYH UHGXFH WKH KROGHUpV WD[ EDVLV LQ WKH )H
(TXLW\ 5HVHUYHV WKDW DUH LQ H[FHVV RI WKH KROGHUVu WD[ EDVLV LQ W
SXUSRVHYV

LLRQ UHVLGHQW SHUVRQV KROGLQJ WKH FRPPRQ VKDUHV LQ )HUUDU

JRU QRQ ,WwDOLDQ UHVLGHQW SHUVRQV WKDW KROG WKH FRPPRQ VKDL
WR ZKLFK WKH )HUUDUL FRPPRQ VKDUHV DUH HIIHFWLYHO\ FRQQHFWHG WHK
DUH VXEMHFW WR WKH VDPH WD[ UHJLPH DV DSSOLFDEOH WR ,WDOLDQ UHV

D E &,7$ DV GHVFULEHG LQ VXESDUDJUDSK $ LL DERYH ,I WKH (TXL\
JHUUDUL WKDW DUH QRW FRQQHFWHG WR D SHUPDQHQW HVWDEOLVKPHQW |
VXESDUDJUDSK % L DERYH

7TD[DWLRQ RI &DSLWDO *DLQV

7KH WD[ UHJLPH VXPPDUL]HG LQ WKLV VXEVHFWLRQ 27D[DWLRQ RI &D
JHUUDUL FRPPRQ VKDUHYVY DQG LI DSSOLFDEOH )HUUDUL VSHFLDO YRWLQJ \

$ 7$/.$156,7(17 356216

L ,WDOLDQ UHVLGHQW LQGLYLGXDOV QRW HQJDJHG LQ EXVLQHVV DF

&DSLWDO JDLQV UHDOL]JHG E\ ,WDOLDQ UHVLGHQW LQGLYLGXDOV XSRC
DV RI VHFEXULWLHV RU ULJKWYV ZKHUHE\ FRPPRQ VKDUHVY PD\ EH DFTXLUHG
EXVLQHVV DFWLYLW\ DUH VXEMHFW WR D SHUFHQW VXEVWLWXWH WDJ[ 28§
UHJLPHV
D 7D[ UHWXUGQJURABLBHOOD GEEKHNUWKIRQHHILPH FDSLWDO JDLQV DQG
WKH WD[ \HDU PXVW EH UHSRUWHG LQ WKH LQFRPH WD[ UHWXUQ &*7 L
VDPH QDWXUH DQG PXVW EH SDLG E\ WKH WHUP IRU SD\LQJ WKH EDOD
Rl FDSLWDO JDLQV PD\ EH FDUULHG IRUZDUG DQG RIIVHW DJDLQVW FI
\HDUV 7KLV UHJLPH LV WKH GHIDXOW UHJLPH LI WKH WD[SD\HU GRH'
GHVFULEHG LQ E DQG F EHORZ

E 1RQ GLVFUHWLRQDU\ LQYNHVYWPHORL RS PPRART Y R/QDHW RPFHQQGHU WKLV U
DSSOLHG VHSDUDWHO\ RQ FDSLWDO JDLQV UHDOL]J]HG RQ HDFK WUDQV
VXEMHFW WR [ WKH )HUUDUL FRPPRQ VKDUHYVY EHLQJ PDQBRHEGHRW GQ
LQWHUPHGLD]LRRW PREWOLQUBXWKRUL]HG ILQDQFLDO LQWHUPHGLDULL
GLVFUHWLRQDU\ LQYHVWPHQW SRUWIROLR UHJLPH EHLQJ PDGH LQ ZL
UHJLPH WKH ILQDQFLDO LQWHUPHGLDU\ LV UHVSRQVLEOH IRU DFFRXC
UHVSHFW RI FDSLWDO JDLQV UHDOL]J]HG RQ HDFK WUDQVIHU RI WKH FF
JDLQV UHDOL]J]HG DW UHYRFDWLRQ RI WKH LQWHUPHGLDU\pvY PDQGDWH



FDUULHG IRUZDUG DQG RIIVHW DJDLQVW FDSLWDO JDLQV UHDOL]HG ZL
RU LQ WKH IROORZLQJ WD[ \HDUV XS WR WKH IRXUWK 8QGHU WKLV UH
WKH DQQXDO LQFRPH WD[ UHWXUQ

F 'LVFUHWLRQDU\ LQYHVWEWMIW BRR W BRIGNIRYBREJLPKLY UHJLPH LV DOOF
KDYH HOWUXVWHG WKH PDQDJHPHQW RI WKHLU ILQDQFLDO DVVHWYV
LQWHUPHGLDU\ DQG KDYH HOHFWHG LQ ZULWLQJ LQWR WKLV UHJLPH
FRPPRQ VKDUHY DUH LQFOXGHG LQ WKH FRPSXWDWLRQ RI WKH DQQXD
LI QRW UHDOL]J]HG DW \HDU HQG ZKLFK LV VXEMHFW WR &*7 7KH PD
EHKDOI RI WKH WD[SD\HU $Q\ GHFUHDVH LQ YDOXH RI WKH PDQDJHG D
RITVHW DJDLQVW DQ\ LQFUHDVH LQ YDOXH RI WKH PDQDJHG DVVHWYV DI
UHJLPH WKH KROGHU LV QRW UHTXLUHG WR UHSRUW FDSLWDO JDLQV I

6 XEMHFW WR FHUWDLQ FRQGLWLRQV LQFOXGLQJ PLQLPXP KROGLQJ S
FRPPRQ VKDUHV LQ )HUUDUL PD\ EH H[HPSW IURP DQ\ LQFRPH WD[DWLRQ
VKDUHV LQ )HUUDUL GR QRW UHSUHVHQW D 4XDOLILHG +BOBQRJIGRQUWL DEMBIUIE
OXQJR WAMKDVMHHHWY DOO WKH UHTXLUHPHQWY VHW IRUWK XQGHU ,WDOLD

LL 6ROH 3URSULHWRUYVY DQG EXVLQHVYV SDUWQHUVKLSY ,WDOLDQ ?2
VHPSOLFH: DQG VLPLODU ,WDOLDQ SDUWQHUVKLSY DV UHIHUUHG W

&DSLWDO JDLQV UHDOL]HG E\ ,WDOLDQ 6ROH 3URSBVYRMRHW] DQGQRPBIOERQ
2VRFLHWj LQ DFFRPDQRGGWLLPAHOAMBWO LWHOLDQ SDUWQHUVKLSY DV UHIHUUHG
FRQVLGHUDWLRQ RI WKH FRPPRQ VKDUHV LQ )HUUDUL PXVW EH IXOO\ LQF!
DQQXDO LQFRPH WD[ UHWXUQ &DSLWDO ORVVHV RU RWKHU QHJDWLYH LWE
FRQVLGHUDWLRQ RI WKH FRPPRQ VKDUHV LQ )HUUDUL ZRXOG EH IXOO\ GHG?>

+RZHYHU LI WKH FRQGLWLRQV XQGHU D E DQG F RI VXESDUDJUDSH
SHUFHQW LQ FDVH RI 6ROH 3URSULHWRUV RI WKH FDSLWDO JDLQ VKRXOG E
LQWHUSUHWDWLRQ D SHUFHQW LQFOXVLRQ RI WKH FDSLWDO JDLQV W
EXVLQHVY SDUWQHUVKLSY &DSLWDO ORVVHV UHDOL]JHG RQ FRPPRQ VKDU|
VXESDUDJUDSK $ LLL EHORZ DUH RQO\ SDUWLDOO\ GHGXFWLEOH VLPLODL

JRU WKH SXUSRVH RI GHWHUPLQLQJ FDSLWDO JDLQV DQG FDSLWDO OR\
UHGXFHG E\ DQ\ ZULWH GRZQ WKDW WKH KROGHU KDV GHGXFWHG LQ SUHYLI

LIARPSDQLHY DQG RWKHU EXVLQHVYVY HQWLWLHYV UHIHUUHG WR LQ $UW

&DSLWDO JDLQV UHDOL]HG E\ ,WDOLDQ UHVLGHQW FRPSDQLHY DQG RW
&,7$ LQFOXGLQJ SDUWQHUVKLSY OLPLWHG E\ VKDUHVY DQG SXEOLF DQG SUI
EXVLQHVV DFWLYLW\ XSRQ WUDQVIHU IRU FRQVLGHUDWLRQ RI WKH FRPPF
WD[DEOH EXVLQHVYVY LQFRPH VXEMHFW WR ,5(6 LQ WKH WD[ \HDU LQ ZKLFK W

+RZHYHU XQGHU $UWLFOH &, 7% SDUWLFLSDWLRQ H[HPSWLRQ FDSL
LQ )HUUDUL DUH SHUFHQW H[HPSW LI WKH IROORZLQJ UHTXLUHPHQWY DUt

D 7KH FRPPRQ VKDUHV LQ )HUUDUL KDYH EHHQ XQLQWHUUXSWHGO\ KHO
WUDQVIHU WUHDWLQJ WKH )HUUDUL FRPPRQ VKDUHYV DFTXLUHG RQ WK
ILUVW RXW3 EDVLV

E 7KH FRPPRQ VKDUHV LQ JHUUDUL KDYH EHHQ ERRNHG DV QRQ FXUUHC
FORVHG GXULQJ WKH KROGLQJ SHULRG ,Q FDVH RI KROG 5 ¥ RXKQDW @GU
6WDQGDYSHBFFRXQWLQJ SWKMHQERRARQ VKDUHV LQ )HUUDUL DUH GHHPHG
WKH\ DUH QRW DFFRXQWHG DV ILQDQFLDO DVVHWV KHOG IRU WUDGLQJ

F 7KH FRPPRQ VKDUHV LQ )HUUDUL HLWKHU UHSUHVHQW DW OHDVW SHL
QR ORZHU WKDQ » ,Q FRPSXWLQJ WKH SHUFHQW WKUHVKROG
SHUVRQV WKDW DUH UHODWHG SXUVXDQW WR $UWLFOH QR D
VXEMHFW WR WKH GLOXWLRQ HIITHFW RI WKH FRUSRUDWH FKDLQ



7TKH ,WDOLDQ ODZ OD\V GRZQ FHUWDLQ DGGLWLRQDO FRQGLWLRQV IRL
WKDW )HUUDUL LV D KROGLQJ FRPSDQ\ WKDW LWV VKDUHY DUH OLVWHG RC
DVVHWY DUH SUHGRPLQDQWO\ FRPSRVHG RI VKDUHKROGLQJY LQ FRPSDQLH
&, 7% LQ RUGHU WR HQMR\ WKH SDUWLFLSDWLRQ H[HPSWLRQ UHJLPH L
SUHIHUHQWLDO WD[ V\VWHPR¥SKY DXHQ MDD WR\ RONDFEXVLQHVY DFWLYLW\ WK
EH PHW

7KH WUDQVIHU RI VKDUHY ERRNHG DV IL[HG ILQDQFLDO DVVHWY DQG V
ZLWK UHIHUHQFH WR HDFK FODVV I WKH UHTXLUHPHQWY XQGHU D E DQ(
VKDUHV LQ )HUUDUL FDQQRW EH GHGXFWHG

JRU WKH SXUSRVH RI GHWHUPLQLQJ FDSLWDO JDLQV DQG FDSLWDO OR\
UHGXFHG E\ DQ\ ZULWH GRZQ WKDW WKH KROGHU KDV GHGXFWHG LQ SUHYLI

&DSLWDO ORVVHV DV ZHOO DV QHJDWLYH GLIITHUHQFHYVY EHWZHHQ UHY
SDUWLFLSDWLRQ H[HPSWLRQ UHTXLUHPHQWY DUH QRW UHOHYDQW DQG FD
GLYLGHQGY RU DGYDQFH GLYLGHQG UHFHLYHG E\ WKH KROGHU LQ WKH
UXOH 7KLY DQWL DYRLGDQFH UXOH DSSOLHV WR VKDUHYV DFTXLUHG LQ WK
RU WKH QHJDWLYH GLIITHUHQFH SURYLGHG WKDW UHTXLUHPHQWY XQGHU ¢
6WDWH ZLWK D SUHIHUHQWLDO WHL[®VRY¥ VWIS SHOUMNMIHYWR @ RD $EXWILEXAHH/ V DFW
DYRLGDQFH UXOH GRHV QRW DSSO\ WR KROGHUV W KRN RN WQ W K NVEBQ I3 MUDC
$FFRXQWLQJ $Q®HUG BHEXODWLRQ (& 1R Rl WKH (XURSHDQ 3DUOLDF
KHQ WKH DPRXQW RI WKH DIRUHVDLG FDSLWDO ORVVHV DQG QHJDWLYH
WUDQVDFWLRQV RQ VKDUHV WUDGHG RQ UHJXODWHG PDUNHWY LV JUHDWH
UHSRUW WKH GDWD DQG WKH LQIRUPDWLRQ UHJDUGLQJ WKH WUDQVDFWLRQ

ORUHRYHU LQ FDVH RI FDSLWDO ORVVHV JUHDWHU WKDQ » GH
VKDUHV ERRNHG DV QRQ FXUUHQW ILQDQFLDO DVVHWYV WKH KROGHU PXVW
+ROGHUV WKDW GUDIW WKHLU ILQBRFROQWRD V6 WITHEBRY GW E R I G WG B b &6
QR VXFK REOLJDWLRQ

JRU VRPH W\SHV RI FRPSDQLHV DQG XQGHU FHUWDLQ FRQGLWLRQV F
LQFOXGHG LQ WKH QHW YDOXH RI SURGXFWLRQ WKDW LV VXEMHFW WR ,5%3

LYIRQ EXVLQHVV HOQWLWLHY UHIHUUHG WR LQ $UWLFOH F &, 7% C
UHIHUUHG WR LQ $UWLFOH &,7%

&DSLWDO JDLQV UHDOL]JHG RXWVLGH WKH VFRSH RI D EXVLQHVV DFWL
$UWLFOH F &,7$ RWKHU WKDQ 2,&5 DQG ,WDOLDQ QRQ EXVLQHVV SDU\
WD[ XQGHU WKH VDPH UXOHV DV SURYLGHG IRU FDSLWDO JDLQV UHDOL]HG
FRPPRQ VKDUHV LQ FRQQHFWLRQ ZLWK D EXVLQHVV DFWLYLW\ )RU D VKRUYV
VHFXULW\ HQWLWLHV VHH VXESDUDJUDSK $ Y RI WKH VXEVHFWLRQ 27D[D\

Y 3HQVLRQ IXQGV DQG 2,&85 RWKHU WKDQ 5HDO (VWDWH $,)

&DSLWDO JDLQV RQ FRPPRQ VKDUHV LQ )HUUDUL KHOG E\ ,WDOLDQ SH¢
DFFRXQW WR FRPSXWH WKH SHQVLRQ IXQGuV QHW DQQXDDPBRNWHSRY WQ @
YRU D VKRUW GHVFULSWLRQ RI D IDYRUDEOH UHJLPH DYDLODEOH WR SHC
27D[DWLRQ RI 'LYLGHQGV?® DERYH

&DSLWDO JDLQV RQ FRPPRQ VKDUHV LQ )HUUDUL KHOG E\ 2,&5V WKDW
DQG WKDW DUH VXEMHFW WR UHJXODWRU\ VXSHUYLVLRQ RWKHU WKDQ 5HD

YI5HDO (VWDWH $,)

&DSLWDO JDLQV RQ FRPPRQ VKDUHV LQ )HUUDUL KHOG E\ ,WDOLDQ 5H
OHYHO RI WKH 5HDO (VWDWH $,)
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L 1RQ UHVLGHQW SHUVRQV KROGLQJ WKH FRPPRQ VKDUHV LQ )HUUD

.l QRQ ,WDOLDQ UHVLGHQW SHUVRQV KROG WKH FRPPRQ VKDUHV LQ )
ZKLFK WKH FRPPRQ VKDUHV LQ )HUUDUL DUH HIIHFWLYHO\ FRQQHFWHG FD?
YHUUDUL PXVW EH LQFOXGHG LQ WKH SHUPDQHQW HVWDEOLVKPHQWUV LQFR
WKH FDSLWDO JDLQV UHDOL]HG E\ ,WDOLDQ UHVLGHQW FRPSDQLHV DQG RW
ZKLFK LV VXPPDUL]HG XQGHU VXESDUDJUDSK $ LLL DERYH ,I WKH FRPPR
HVWDEOLVKPHQW LQ ,WDO\ RI WKH QRQ UHVLGHQW SHUVRQ UHIHUHQFH PX\

,] WKH FRPPRQ VKDUHVY DUH KHOG E\' D QRQ UHVLGHQW 6ROH 3URSULHYV
WKH FRPPRQ VKDUHYV DUH HIIHFWLYHO\ FRQQHFWHG FDSLWDO JDLQV UHDO
WKH SHUPDQHQW HVWDEOLVKPHQWMuV LQFRPH WD[DEOH LQ ,WDO\ DFFRUGLC
E\ ,WDOLDQ 6ROH 3URSULHWRUV ZKLFK LV VXPPDUL]HG XQGHU VXESDUDJUD

LLIRQUHVLGHQW SHUVRQV WKDW GR QRW KROG WKH FRPPRQ VKDUHYV
,WDO\

121 48%/,),(" +2/',1*6 %DVHG RQ WKH IDFW WKDW )HUUDUL FRPPRC
PDUNHW QR WD[ DSSOLHV LQ ,wDO\ RQ FDSLWDO JDLQV UHDOL]HG
HVWDEOLVKPHQW LQ ,WDO\ XSRQ WUDQVIHU IRU FRQVLGHUDWLRQ
7TUDQVIHUV RI 4XDOLILHG +ROGLQJY HYHQ LI WKH )HUUDUL FRPPR
SURYLVLRQV VHW IRUWK LQ DQ\ DSSOLFDEOH GRXEOH WD[ WUHDW\
QRQ ,WDOLDQ UHVLGHQW KROGHUV ZKR KROG WKH )HUUDUL FRPI
LQWHUPHGLDU\ DQG HLWKHU DUH VXEMHFW WR WKH QRQGLVFUHWLI
GLVFUHWLRQDU\ LQYHVWPHQW SRUWIROLR UHJLPH PD\ EH UHTXLUH
LQWHUPHGLDU\ DQ DIILGDYLW ZKHUHE\ WKH\ VWDWH WKDW WKH\ DU

48%$/,),('" +2/',1*6 &DSLWDO JDLQV UHDOL]HG E\ QRQ ,WDOLDQ UH
HVWDEOLVKPHQW LQ ,WDO\ XSRQ 7UDQVIHUV RI 4XDOLILHG +ROGLQ
FDSLWDO JDLQV UHDOL]HG E\ ,WDOLDQ UHVLGHQW LQGLYLGXDOV Zk¥
ZLWK D EXVLQHVV DFWLYLW\ +RZHYHU

D XQGHU $UWLFOH RI )LQDQFH $FW QR WD[ DSSOLHV LQ ,WDO\ R
IRU FROOHFWLYH LQYHVWPHQW WKDW FRPSO\ ZLWK 'LUHFWLYH
LQYHVWPHQW WKDW GR QRW IDOO ZLWKLQ WKH VFRSH RI 'LUHFWLYF
UHJXODWRU\ VXSHUYLVLRQ DFFRUGLQJ WR 'LUHFWLYH (8 SURY
XQGHUWDNLQJ IRU FROOHFWLYH LQYHVWPHQW LV RUJDQL]HG XQGHU V
LQFOXGHG LQ WKH :KLWH /LVW ,Q DQ\ FDVH WKH SURYLVLRQV RI GRX|
IDYRUDEOH

E XQGHU $UWLFOH ELV &,7$ FDSLWDO JDLQV UHDOL]HG RQ WKH FRP
DUH UHVLGHQW IRU WD[ SXUSRVHV LQ DQ (8 OHPEHU 6WDWH RU LQ DQ

SHUFHQW H[HPSW SURYLGHG WKDW WKH FRQGLWLRQV XQGHU D DQ
FDSLWDO ORVVHV FDQ EH XVHG WR RIIVHW SHUFHQW RI WKH FDSLWD(
H[WHQW WKDW WKH FDSLWDO ORVV LV UHSRUWHG LQ WKH WD[ UHWXUQ

6SHFLDO YRWLQJ VKDUHYV

1R VWDWXWRU\ MXGLFLDO RU DGPLQLVWUDWLYH DXWKRULW\ GLUHFW(C
YRWLQJ VKDUHVY VKRXOG EH WUHDWHG IRU ,WDOLDQ LQFRPH WD[ SXUSRVH
$FFRUGLQJO\ ZH XUJH )HUUDUL VKDUHKROGHUV WR FRQVXOW WKHLU WDJ[ L
DQG GLVSRVDO RI VSHFLDO YRWLQJ VKDUHYV

S5HFHLSW RI VSHFLDO YRWLQJ VKDUHYV



$ VKDUHKROGHU WKDW UHFHLYHV VSHFLDO YRWLQJ VKDUHV LVVXHG E
LOQFRPH XSRQ WKH UHFHLSW RI VSHFLDO YRWLQJ VKDUHYVY 8QGHU D SRVVLE
WUHDWHG DV WKH LVVXH RI ERQXV VKDUHV IUHH RI FKDUJH WR WKH VKDUH
VKRXOG QRW KDYH DQ\ PDWHULDO HIIHFW RQ WKH DOORFDWLRQ RI WKH WD
LWV )HUUDUL VSHFLDO YRWLQJ VKDUHV %HFDXVH WKH VSHFLDO YRWLQJ VI
EH HQMR\HG RQO\ DW WKH WLPH RI WKH OLTXLGDWLRQ RI )HUUDUL ZH EHO
Rl HDFK VSHFLDO YRWLQJ VKDUH LV PLQLPDO +RZHYHU EHFDXVH WKH GH\
VKDUHV LV QRW JRYHUQHG E\ DQ\ JXLGDQFH WKDW GLUHFWO\ DGGUHVVHYV V
DVVHUW WKDW WKH YDOXH RI WKH VSHFLDO YRWLQJ VKDUHY DV GHWHUPLQ'

2ZQHUVKLS RI VSHFLDO YRWLQJ VKDUHYV

6KDUHKROGHUV RI VSHFLDO YRWLQJ VKDUHV VKRXOG QRW KDYH WR U]
WKH VSHFLDO YRWLQJ VKDUHYV GLYLGHQG UHVHUYH EXW QRW SDLG RXW DV

'LVSRVLWLRQ RI VSHFLDO YRWLQJ VKDUHYV

7KH WD[ WUHDWPHQW RI D )HUUDUL VKDUHKROGHU WKDW KDV LWV VSE¢
UHPRYLQJ LWV VKDUHV IURP WKH /RADOW\ 5HJLVWHU LV XQFOHDU ,W LV SR
RI WKH VKDUHKROGHUupV WD[ EDVLV LI DQ\ 7KH GHGXFWLELOLW\ RI VXFK
JHQHUDOO\ UHTXLUHG E\ ,WDOLDQ ODZ ,W LV DOVR SRVVLEOH WKDW D )HU
WKH UHGHPSWLRQ RI LWV VSHFLDO YRWLQJ VKDUHY DQG LQVWHDG VKRXOC
HTXDO WR WKH WD[ EDVLYV LI DQ\ LQ LWV VSHFLDO YRWLQJ VKDUHYV

7TUDQVIHU WD]

&RQWUDFWY RU RWKHU OHJDO LQVWUXPHQWY UHODWLQJ WR WKH WL
FRPPRQ VKDUHV DUH VXEMHFW WR UHJLVWWIW LROQEEEDISRDIVY DRAOFO BHH GV ZQ
VLIQDWRUHWWXUH SULY®DMWHXDWWKHQWWBHDWIRXVW PDQGDWRULON EH UHJLVW
DUH VXEMHFW WR » UHJLV WU DWFUR® WOUNHDEUW X BIWHEW. YADRVH G HHWGHWIL VW
WKH\ DUH YROXQWDU\ ILOHG IRU UHJLVWUDWLRQ ZHDWKR V&M RPODOALIDDY LW DR H
RFFEXUV

J)LQDQFLDO 7UDQVDFWLRQ 7D]

7TUDQVIHU RI 2ZQHUVKLS RI WKH 6KDUHV

$UWLFOH RI /DZ 1R RI " HFHPEHU LOQWURGXFHG D ILQDC
DPRQJ RWKHUV WR WKH WUDQVIHUV RI WKH RZQHUVKLS RI L VKDUHV LVVX
LQVWUXPHQWY DV GHILQHG XQGHU $UWLFOH RI WKH ,WDOLDQ &LYI

LLL VHFXULWLHV UHSUHVHQWLQJ HTXLW\ LQYHVWPHQWY LQ ,WDOLDQ UH\
*OREDO 'HSRVLWDU\ 5HFHLSWV UHJDUGOHVV RI WKH SODFH RI UHVLGHQFH
FROQWUDFW KDV EHHQ FRQFOXGHG

7KH UHVLGHQFH RI WKH LVVXHU IRU WKH SXUSRVHV RI )77 LV WKH SOD
LWV FRUSRUDWH VHDW

6LQFH WKH FRUSRUDWH VHDW Rl )HUUDUL LV QRW LQ ,WDO\ WUDQVIHL
)77

+LIJK ITUHTXHQF\ WUDGLQJ

TUDQVDFWLRQV FDUULHG RXW RQ WKH ,WDOLDQ ILQDQFLDO PDUNHMW
FLUFXPVWDQFHYVY EH VXEMHFW WR D WD[ RQ KLJK IUHTXHQF\ WUDGLQJ 3R



WUDGLQJ VKRXOG WKHUHIRUH FRQVXOW WKHLU RZQ WD[ DGYLVRUV UHJDUC
WKH )HUUDUL VKDUHYV

7TUDQVIHU RI WKH )HUUDUL 6KDUHV XSRQ '"HDWK RU E\ *LIW

6XEMHFW WR FHUWDLQ H[FHSWLRQV ,WDOLDQ LQKHULWDQFH DQG JLI\
LQFOXGLQJ WKH FRPPRQ VKDUHYVY DQG WKH VSHFLDO YRWLQJ VKDUHV LQ
SHUVRQV RU RWKHU WUDQVIHUV IRU QR FRQVLGHUDWLRQ DQG WKH FUHDMW
WUDQVIHUUHG DVVHWYVY DUH KHOG RXWVLGH ,wWwbO\ DQG LL E\ UHDVRQ RI
WUDQVIHUUHG DVVHWYV KHOG LQ ,wDO\ 6KDUHV LQ FRUSRUDWLRQV WKDW
FRUSRUDWH DGGUHVY RU WKHLU SODFH RI HIITHFWLYH PDQDJHPHQW RU WKH
\HDU DUH GHHPHG WR EH KHOG LQ ,WDO\

6XEMHFW WR FHUWDLQ H[FHSWLRQV WUDQVIHUV RI DVVHWY DQG ULJ
VKDUHV LQ )HUUDUL RQ GHDWK RU E\ JLIW DUH JHQHUDOO\ VXEMHFW WR LC

$W D UDWH RI SHUFHQW LQ FDVH RI WUDQVIHUV PDGH WR WKH VSRX\
QHW YDOXH RI WKH WUDQVIHUUHG DVVHWYV LI DQ\ H[FHHGLQJ IRU HDI

$W D UDWH RI SHUFHQW LQ FDVH RI WUDQVIHUYVY PDGH WR UHODWLYH)\
GHJUHH RQ WKH HQWLUH YDOXH RI WKH WUDQVIHUUHG DVVHWYV LQ WK
LV DSSOLFDEOH RQO\ RQ WKH SRUWLRQ RI WKH JOREDO QHW YDOXH
EHQHILFLDU\ »

$W D UDWH RI SHUFHQW LQ DQ\ RWKHU FDVH

JRU ,WDOLDQ LQKHULWDQFH DQG JLIW WD[ SXUSRVHV PRUH IDYRUDI
DUUDQIJHPHQWY LQFOXGLQJ VHIJUHIJDWLRQ LQ D WUXVW WKDW LQYROYH St

1R LQKHULWDQFH WD[ DSSOLHV LI WKH FRPPRQ VKDUHV LGEGLHOBQBEDWILL C
ULVSDUPLR D O XMXIRWHHUHPWYHD OO WKH UHTXLUHPHQWY VHW IRUWK E\ WKH ,

6WDPS '"XW\

8QGHU $UWILR®HREI '"HFUHH 1R RI 2FWREHU D SHUFHQW VW
FRPPXQLFDWLRQV DQG UHSRUWYV WKDW ,WDOLDQ ILQDQFLDO LQWHUPHGLDL
SURGXFWYV WKDW DUH GHSRVLWHG ZLWK VXFK LOWHUPHGLDULHYV 6KDUHV
SXUSRVHV &RPPXQLFDWLRQV DQG UHSRUWYV DUH GHHPHG WR EH VHQW DW
XQGHU QR REOLIJDWLRQ WR HLWKHU GUDIW RU VHQG VXFK FRPPXQLFDWLROQ\

7TKH VWDPS GXW\ FDQQRW H[FHHG » SHU \HDU IRU LQYHVWRUV RYV
%DVHG RQ WKH ZRUGLQJ RI WKH ODZ DQG WKH LPSOHPHQWLQJ GHFUHF
WKH SHUFHQW VWDPS GXW\ GRHVY QRW DSSO\ WR FRPPXQLFDWLRQV
WR LQYHVWRUV ZKR GR QRW TXDOLI\ DV 2FOLHQWV3 DFFRUGLQJ WR WKH Ul
UHSRUWYV VHQW WR WKLV W\SH RI LQYHVWRUYV DUH VXEMHFW WR WKH RUGLC

7KH WD[DEOH EDVH RI WKH VWDPS GXW\ LV WKH PDUNHW YDOXH RU L
DPRXQW RI DQ\ ILQDQFLDO SURGXFW

:HDOWK 7D[ RQ )LQDQFLDO 3URGXFWV +HOG $EURDG

8QGHU $UWLFOH Rl "HFUHH 1R Rl "HFHPEHU LQGLYLGXDO!
SDUWQHUVKLSY UHVLGHQW IRU WD[ SXUSRVHV LQ ,WDO\ ZKLFK KROG FHU)
VKDUHV DUH UHTXLUHG WR SD\ D ZHDOWK WD[ DW WKH UDWH RI SHUFHC

RQH RI WKH 6WDWHYV RU WHUULWRULHYVY LQFOXGHG LQ WKH ,WDOLDQ OLQLVW



7TKH ZHDOWK WD[ DSSOLHV RQ WKH PDUNHW YDOXH DW WKH HQG RI WKH UHC
UHGHPSWLRQ YDOXH RI VXFK ILQDQFLDO SURGXFWV KHOG RXWVLGH RI ,WD!
IRULQYHVWRUV RWKHU WKDQ LQGLYLGXDOV

7D[SD\HUV PD\ GHGXFW IURP WKH ,WDOLDQ ZHDOWK WD[ D WD[ FUHGLW
ILQDQFLDO SURGXFWY DUH KHOG XS WR WKH DPRXQW RI WKH ,WDOLDQ ZHD

&HUWDLQ SHSRUWLQJ 2EOLJDWLRQV IRU ,WDOLDQ 5HVLGHQW +ROGHUYV

8QGHU /DZ 'HFUHH 1R RI -XQH LQGLYLGXDOV QRQ EXVLQHV\
DUH UHVLGHQW LQ ,WDO\ IRU WD[ SXUSRVHV DQG GXULQJ WKH ILVFDO \HDL
VKDUHV DQG WKH VSHFLDO YRWLQJ VKDUHV LQ )HUUDUL PXVW LQ FHUWDL!
DXWKRULWLHV LQ WKHLU LQFRPH WD[ UHWXUQ RU LI WKH LQFRPH WD[ UHV
VDPH WHUP DV SUHVFULEHG IRU WKH DQQXDO LQFRPH WD[ UHWXUQ UHJDL
DFFRXQWYV KDYLQJ DQ DJJUHJDWH YDOXH QRW H[FHHGLQJ » WKURXJ
SHUVRQV DERYH EHLQJ QRW WKH GLUHFW KROGHU RI WKH ILQDQFLDO DVV
PRQH\ ODXQGHULQJ OHJLVODWLRQ

1R GLVFORVXUH UHTXLUHPHQWY H[LVW IRU ILQDQFLDO DVVHWY LQFO>
JHUUDUL XQGHU PDQDJHPHQW RU DGPLQLVWUDWLRQ HQWUXVWHG WR ,WDO
ILGXFLDU\ FRPSDQLHV RU RWKHU SURIHVVLRQDO LQWHUPHGLDULHYV DV LQC
DQG IRU FROQWUDFWY FRQFOXGHG WKURXJK WKHLU LQWHUYHQWLRQ SU
DVVHWY DQG FRQWUDFWY KDYH EHHQ VXEMHFWHG WR ,WDOLDQ ZLWKKROGL
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