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7KH ODQDJHPHQWY 5HSRUW
+LIKOLJIKW
$W D JODQFH
&KDLU DQG &(2 V OHWWHU
LQ EULHI
JLODQFLDO NH\ ILIXUHV
6XVWDLQDELOLW\ NH\ ILIXUHV
RXWORRN

2XU EXVLQHVV
OLVVLRQLDRRQY
*URXBW UDWHJ\

JLQDQFLDO SHUIRUPDQFH
JLODQFLDO UHVXOWYV
2WKHU PDWWHUV

*RYHUQDQFH DQG 2ZQHUVKLS
&RUSRUDWH JRYHUQDQFH
2ZQHUVKLS DQA@EKDWUHKROG

7KH %RDUG RI '"LUHFWRUYV

7KH ([HFXWLYH /HDGHUVKLS 7HDP

5LVN PDQDJHPHQW
5LVN PDQDJHPHQW

%XVLQHVYVY DUHDV PDUNHWYVY VWUDWHJI\ DQG

SHUIRUPDQFH
&KURQLF &DUH
$FXWH &DUH

7KEXVWDLQDEDLW H\W H QW
,QWURGXFWLRQ

3UHSDUDWLRQ RI WKH VXVWDLQDEL(
7KH GRXEOH PDWHULDOLW)\ DVVHVVH
,QWHUHVWY DQG YLHZV RI VWDNHKR
6XVWDLQDELOLW\ GXH GLOLJHQFH

(QYLURQPHQWDO LQIRUPDWLRQ
( &OLPDWH FKDQJH

( 3ROOXWLRQ

( 5SHVRXUFH XVH FLUFXODU HFRQR
(8 7D[RQRP\

6RFLDO LQIRUPDWLRQ

6 2ZQ ZRUNIRUFH

6 :RUNHUV LQ WKH YDOXH FKDLQ
6 &RQVXPHUV DQG HQG XVHUV

*RYHUQDQFH LQIRUPDWLRQ
* %XVLQHVV FRQGXFW

7KH )LQDQFLDO 6WDWHPHQWYV
&RQVROLGDWHG ILQDQFLDO VWDWHPHQW
6WDWHPHQW RI FRPSUHKHQVLYH LQFRPH
L6 DAMWMHDRPMHIDRPMH RWFDVK IORZ

HRWODQFH VKHHW

OGWDWHPHQW RI FKDQJHV LQ HTXLW\
1RWHYV

ODQDJHPHQW V 6WDWHPHQWY DQG $XGLW

5HSRUW

6WDWHPHQW E\ WKH %RDUG RI 'LUHFWRU

| WKH ([HFXWLYH 0DQDJHPHQW
,QGHSHQGHQW $XGLWRU V 5HSRUWYV

,QGHSHQGHQW $XGLWRU V $VVXUDQFH 5t

7KH )LQDQFLDO 6WDWHPHQWY RI WKH 3D
&RPSDQ\
3DUHQW FRPSDQ\ ILQDQFLDO VWDWHPHQ

,QFRPH VWDWHPHQW

%DODQFH VKHHW

6WDWHPHQW RI FKDQJHV LQ HTXLW\
1RWHYV

$SSHQGLFHV IRU VXVWDLQDELOLW\ VVWEBWHWHRQYDO LQIRUPDWLRQ

&RQWHQW LQGH[ RI (656 GLVFORVXU
UHTXLUHPHQWYV

H SDUW RI ODQDJHPHQW V 5HSRUW
6KDUHKROGHU LQIRUPDWLRQ

'DWD SRLQWYV IURP RWKHU (8 OHJLVODWLRQ
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ODQDJHPHQW V+5HISRIUMSWYD JODQFH —_

&RORSODVW DFURVV UHHRBRWY DQG EXVLQHYV

2UJDQLF JURZWK

SHSRUWHG UH

LQ '..
EQ

(XURSHDQ PDUNHWYV
2WKHU GHYHORSHG PDUNH\
(PHUJLQJ PDUNHWV

(XURSHDQ PDUNMHWRKR/HU GHYHO (PHUJLQJ PDUNHWYV

'HVWHUQ 1RUWKHUQ D Qs[5 RXW KHANQ/ $00 RWKHU PDUNHWV
(XURSH 86% &DQDGD -DSDQ
1HZ =HDODOG
WUHDWP H Qp E E
RJLFV Q Q Q

5HSRUWHG UHYHQXH LQ5HSRUWHG UHYHQXH LQ5HSRUWHG UHYHQXH LQ ..
UHYHQXH

2UJDQLF JURZWK 2UJDQLF JURZWK 2UJDQLF JURZWK
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ODQDJIJHPHQW V+BHSRIUBKDYU DQG &(2 V OHWWHU

$ PHVVDIJHWHRP&KDLU D Q GEEN KL R0 5 S8 5 e

VWUDWHJI\ WRZDUGYV &RORSODVW LV ZHO

VWDQGDUG RI

'"HDU VKDUHKROGHUV ‘H DOVR VDZ LQFUHDVHG YRODWLOLW\ LQ WKH ELRORJLFV

$W &RORSODVW RXU PLVVLRQ WR PDPNJURHW MV IYHHWY) IRW86 KHDOWKFDUH UHIRUPV LQ WKLYV

SHRSOH ZLWK LQWLPDWH KHDOWKFDUWs@hiH QAW WD AHPHHQ@Q W KOHUHD EHLQJ SRVWSRQHG ZKLFK OHG WR
FRUQHUVWRQH RI RXU FRPSDQ\ WKURXIKBRWGIRYYO QDWRN PRPHQWXP IRU .HUHFLV LQ VHFRQG
VHYHQW\ \HDUV KHULWDJH ,W KDV VKRSH G R XWKHRUWWIDRUDWH

FXOWXUH JXLGHG RXU GHFLVLRQV DQG HQDEOHG XV WR GHOLYH

U

VLIQLILFDQW YDOXH FUHDWLRQ RYHU pxowESER -HLPp\ERY GRJQHG BV SHUIRUPDQFH

UREXVW IRXQGDWLRQ EXLOW RQ LQQRYBRPREIEY Rk F WKH SURGXFW UHFDOOV EXW DOVR D \HDU
FHQWULFLW\ DQG RSHUDWLRQDO H[FNSEGRBEHE P EEW GV WR PFWLRQV ZH WRRN WR DGGUHVYV

GLIIHUHQWLDWH &RORsODVW LQ D c\QbPHEDBREL RPRGY Y, LQFOXGLQRJI PDQDIHPHQW FKDQJHV DQG
KHDOWKFEDUH ODQGVEDSH SURILWDELOLW\ LPSURYHPHQ@W WML WLDWLYHV

WKH FRQFOXVLRQ RI RXU 6WULYH VWUDWHJI\ D SHULRG

,Q WKH ILQDQFLDO ZHDRRQWLQXHG WRFKIDODB¥WHULVHG E\ SURGXFW LQQRYDWLRQ 0 $ RSHUDWLRQDO
RQ RXU PLVVLRQ DV ZH KHOSHG PRUH WEDPQWRR PRLQOLUROKDUSHQHG IRFXV RQ VXVWDLQDELOLW\
XVHUV ZRUOGZLGH ZKLOH VLPXOWDQHRXOPBEWURYHHVYLQIQRY GHOLYHU WKH YDOXH FUHDWLRQ ZH
RXU VXVWDLQDELOLW\ DPELWLRQ WR WHEGXFOlYHRLRYHRRM W SURYLGHG NH\ EXLOGLQJ EORFNV DQG D
HVSHFLDOO\ VFRSH DQG VWURQJ IRXQGDWLRQ IRU IXWXUH YDOXH FUHDWLRQ

‘H GHOLYHRIWID QLF JURZWK DQG DQ (% LWRDRXUQPSDFW VWUDWHJI\ ZH DUH VHWWLQJ D QHZ

EHIRUH VSHFLDO L@HAWRIZLWK RXU UdHYWHVEVELRQ IRU WKH FRPSDQ\ ZLWK D VWURQJ IRFXV RQ

JXLGDQFH EXW EHORZ WKH JURZWKXNIBRIFWPWDHRE ¥BHOXH FUHDWLRQ DQG ZH KDYH WDNHQ

SXW IRUWK DW WKH EHJLQQLQJ RI WK N\HDPU L EBEYRAWHRPWIW KLY \HDU WR HQVXUH VWURQJ VWUDWHJI\

LQFO 9RLFH 5HVSLUDWRU\ &DUH H[ HMIFXIVERIQ LB HIHG (PHFXWLYH /HDGHUVKLS WHDP ZLWK D

VROLG \HDU ZKLOH ,QWHUYHQWLRQDEBYUBOQRHGDQAG RCK¥RRFHGFLDO DQG WHFKQLFDO H[SHUWLVH D

"RXQG "UHVVLQJV IDFHG QRWDEOH SHUWUKRRFPIAFAHDWLRQ RI RXU EXVLQHVVHV LQWR &KURQLF DQG

FKDOOHQJHV ZLWK XQSUHFHGHQWHG FKIWPWEDBIHPSBEW IQR?Z ORQJ WHUP ILQDQFLDO DPELWLRQ

SURGXFW UHFDOOV ZLWK IRFXV RQ RUJDQLF JURZWK DQG YDOXH FUHDWLRQ $V
VXFK LW LV RXU VWURQJ EHOLHI WKDW &RORSODVW QRZ VWDQGV
ZHOO SRVLWLRQHG WR GHOLYHU RQ RXU PLVVLRQ DQG YDOXH
FUHDWLRQ DJHQGD ZKLOH QDYLJDWLQJ DQ LQFUHDVLQJO\
FRPSOH[ H{TWHUQDO HQYLURQPHQW

FDUH DW VFDOH
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ODQDJIJHPHQW V+BHSRIUBKDYU DQG &(2 V OHWWHU

6WULYHVXVWDLQDEOH JURZWK OHDGHBWRLSOHERLBERBG D HVWDEOLVKHG 9REBIQ X IDHHWSHWIDNRIBRWSULQW WR D PRUR GHYHUYWU IRHG RRRPBROEH[WLRQ ZH KDYH
FULWLFDO MXQFWXUH LQ &RORSODVW&DKHVIWRD\QBHIERQUWREQEF DUHD FKDUDFWHBDWIWHMWER® LIKWK VHYHUDO SXUSRWHRGIRIEFXKNVG GXEXWXQHVY XQLWY &KURQLI

VLIQLILFDQW LQYHVWPHQWY LQ ERWKHRWD\QEB DG LY PRID YLEQLILFDQW XQWDSSHG SRWHOWLDO $WRV &DUH WR UHVSHFW WKH GLIITHUHQFHV LC
6WULYH V IL\?D FLDO PHWULFV ZHUH_DIIHEWHG E\
LOQLWLDWLYHV WR VHFXUH ORQJ WHUPEUURZW KO D/VAAIRDOXRPPHUFLDO SUHVHQSFH DOG VXVW LQOHG FXVWRPHU HHGV SDWLHQW SDWKzD\V D
RSHUDWLRQDO FKDOOHQJHYV LQIODWLRQG DQVG 0 SUHYH WLQGJ
FUHDWLRQ $W WKH KHDUW RI RXU VWUDRZMIK RDV D S D PRGHO ,? HJUDWILQOJ $GYDQFHG :RXQG
IXOO GHOLYHU\ RQ RXU RULJLQDO RUJDQRLF JURZWK DQG_ (%, 7
FRPPLWPHQW WR GHOLYHU DERYH PDUNHW JURZWK DQG %NLRORJLFV LOWR ROH FRPELQHG :RXQG
L HUHFLYV PDUNHG RXU HQWU\ LQWRDBLURQRIRENVWIRIMG ,Q UHVSRQVH ZH ODXQFKHG DUJH G
LQGXVWU\ OHDGLQJ SURILWDELOLW\ DSFKRUHG LQ IRXU XQLW IXUWKHU VWUHQJIJWKHQV RXU LQQR)
FDUH WV GLIITHUHQWLDWHG ILVK VNLDRDFWHRKQYRIOR DHRWHIXFWXULQJ LQ &KL
HQWHUSULVH ZLGH WKHPHYV LQQRYDWLRQI_ HITLFLCHQF\ DFK
XQLTXH FOLQLFDO YDOXH DQG D VWURQRSIEWIXHY\WILRMAPLQLWLDWLYHYV LQ :RXQG &DUH DQG FRVW
VXVWDLQDELOLW\ DQG OHDGHUVKLS
FUHDWLQJ RJ\ .ULVWLDQ 9LOOXPVHQ VWHSE
[ ) W

SSRUWXQLWLHV WR W UD QR/$RULP [Z\RDXWQIGREDIUG , QW HUYHQW LR Q D 02 ®URID\
L

R
W WHDXOWMLYH, QURZWK DQG SURILWDELOL W\ H[LSD VLR% &AZ VA
H KLOH 6WULYH GLG RW GHOLYHU WKVHI;B
% IGVHG R SHUD WIDREQ BRSHIGL IFRLWH QLFW XQE HVWDEOLVKH%KDD\\//
VV\\//\ H GLYHUVLILHG RXOQBDNKIEXWRGEBLQJ EORFNV IRU IXWXUCI;iHYGDL
FDSDFLW\ DQG L%YHVWHG L(%
P.S FVWHVSVW 8 WKH VWDQEGDUG RI FDUWYH DWV
K

\

G

D%W ,

V UHVLOLHQFH DI:QG E YHOHVV

w ROS WH IRU &RORSODVW LZAW KR

L
DGYDQFHG HPLVVLR%V gG
DQG VWU Q FXVWRPHUY DQG YDOXH EU WLR%V
ULDO XVH UHLQIRUFLQ \% ‘H ZRXOG OLNH WR KDQN RXU FXVWRPHIL

HUV DW WKH FHQWYHH\AMRLP IRB \REKULWHX VW BRBUVXSSRIL
GXFWV VHUYLFHW @I®GHAEER LG SDUWQHUVKLS KDYH EF
PELWLRQ WR GRXEM@HDRGYD QFSQFWRDQBLVVLRQ PDNLQJ D S

V
P OOLJHQGSHRSOH ORQJ WSINWLHQWY KHDOWKFDUH V\VWHPV DQG

L
%RDUG RI "LUHFWRUV GHFL
2 WR OHDG &RORSOL
LRQ
NH WR WKDQN .ULVW!L
DQ RQWULEXWLRQV WR &
HVHEPDBK\WYV RQJRLQJ DQG DC
@ BH DHEWEIRQLRQ KDV EHH(

2XU LQQRYDWLRQ DJHQGD GHOLYHUHGVWDRX L
&KURQLF &DUH ZH ODXQFKHG /XMD, DQ LOWHU
FDWKHWHU SODWIRUP WKDW DGGUHVVHY
UHGXFLQJ XULQDU\ WUDFW LQIHFWLR
VWURQJ FOLQLFDO HYLGHQFH /XMD L
&RQWLQHQFH &DUH ODXQFK LQ D GHF
NH\ PDUNHWV KDV UHFHLYHG SRVLWLYH,
KHDOWKFDUH SURIHVVLRQDOV DQG XVHU
H[SDQGHG RXU SRUWIROLR ZLWK OLQH H[W
EXVLQHVV DUHDV LQFOXGLQJ EODFN EB

SLHFH RIIHULQJ ZLWKLQ 6HQ6XUDo OLR®

!
=<
XE<EU
Imzoﬂ<
o< ——T
T~ 00
<OXU§Un
mmcor
wr
BO><<E
=

<O<r
=
pe2ve]

Pl
v
(W)
=
mT_—
oZEEBEE
rI—;
C
nmIC
T,
Ug
=
T
(&
.
T
o %

<

Py
g%
1 =<y

o D
£ oo
lw)
E_n<
8 o2
® 9
nc
oo 3

E

YLURQPHQW VKLI
Q QPHQ daLe
&RYLG JHRSROLW

mCrw E <XO

O

:
2

(@
<
—
I< €
<
<I
o)
<
<" wm

HLQ &KLQD FUHDWRSDFNZ KRIDXO/HWEY IRXU SULRULWLHYY GHOARMNHULQWR ,PSDFW ZH GR VR IURF
QRVXUHI%LI%IRJLQDO DVVX@BWLWQYHDRIXGY WRBEBEBWHRILFULQJIJV GUWYIHIUIWHK[W LOMK BOFOHDU VWUXFWXUH L
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$ GHILQLQJ DVSHFW RI 6WULYH ZDV VF\’IE
SXUVXH LQRUJDQLF JURZWK RSSRUWX\%IR

SHULRG ZH FRPSOHWHG WKUHH VWUDWPH £
FKRVHQ IRU WKHLU DWWUDFWLYH PDUNHWYV
H%JLV(\?H HGXFHG WR ORHQKIJP®H XGMHUWH BB HWKHQFH DQG VFDOH D%G IRVWHULQJ D
WHFKQRORJLHYVY DQG OHDGHUVKLS SRWHQWL RQJ &RORSODVW LV ZHOO SRVLWLRQHG WR V&
HQG R HULRG ,QIODWIR® BRGIRUPD@F HQWXWUWDMQOQDEOH FXOWXUH
WHUP JURZWK DQG YDOXH FUHDWLRQ DW VFDOH FUHDWH ODVWLQJ YDOXH IRU
UDWHV HVSHFLDOO\ LQ (XURSH LQFUHDVHG LQSXW FRVWYV D%G
/KH SULR LV\\/ILH DUH VXSSRUWHG E\ FRE WU Q XQ DRIFNLID@J VOR UH HHWVY LHU IRU SHR
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,QWLELD, LQWURGXFHG DQ HDUO\SOWPHKB WHAKQRORRQ RXU JURVYV SURILW_PDUJL KH
RUJD%L UHYHOXH &$*5 WKURXJK YHDOWKFDUH QHHGYV
IRU WUHDWLQJ RYHUDFWLYH EODGGHWDRRH QW.RHYSQBWOQARRRABDOWKFDUH EXGJHWY FDPH XQGH
% ,7 JUFE.%V\D(L(%H ZLWK RU DERYIHQBHYHQXH JURZWK
8URORJ\ LWK ODXQFK H[SHFWHG LQ VWUDLQWDRIGDUHLPEXUVHPHQW UHIRUPY DGGH H
52,& DERYIE XS IURP DGMXVWHG

L

VXSSRUWLQJ RXU DPELWLRQ WR OLIW WHH PRESEW AR 58sobvw HYROYHG | sp D FRPSDQ\ ZLWK RQH

,OWHUYHQWLRQDO 8URORJ\ ;:RKHUHQW EXOWXUH DOG D KLIKO\ FRAVIGWR SWHEYA SHULRG RI PDMRU L QN W WK PIH @BVDWU G PED FIWJ V 5DV P XV
ko BV ESB N G RExXY RQ LPSDFW DQG YDR@I%VMKﬁbméﬁ/[EW%I y QWHULP 3UF

%RDUG & (2
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ODQDJHPHQW V+BHISRIUMWY LQ EULHI

L

tULHI

2UJDQLF JURZWKWIDWHQ E\ JRRG FRQWIKHEXWIRRDUJILQ LQFOXGHV EHQHILW |
IURP RXU FKURQLF FDUH EXVLQHVVHVGRYWRWPBQWHRI DURXQG EDVLV SRL
&RQWLQHQFH &DUH DQG 9RLFH 5HVSGUWYWRBSRBQW LZKLRSXW FRVWV DQG W
JUHZ  DQG UHVSHFWLYHO\ GULYHQ RY BSIRRBWLQJ H[SHQVHV 7KH SRVLWL 5yJpQLF UHYHQXT *URVV PDUJLQ (%,PDUJLQ
PRPHQWXRDFXWH FDUH EXVLQHVVHV RXQX Q ZDV SDUWO\ RIIVHW E\ DURXQ  JURZWK RQ SDU ZLWK ODV LQFOXGHV DURXQG
7LVVXH 5HSDLU DQG ,QWHUYHQWLRQDGLOXMARD IGRPLHKWHIAGY LQFOXGLQJ | 9 OLQH ZLWK GR EDVLVY SRLQWV GLOXW
JURZWK BQG UHVSHFWLYHO\ *URZWKIL@PBRQ@HIDWLYH LPSDFW IURP FXU  jx| GDQFH PDUJLQ IURP .HUHFLV
7LVVXH 5HSDLU ZDV QHJDWLYHO\ LPSDEWHG E\ D

7TKH PDUJLQ DIWHU VSHFLDO LWH
SUHYHQWDWLYH DQG YROXQWDU\ SURGXF WX DOO

gHI L JQLTLFDQW RQH RII L %HIRUH VSHFLDO LWHPYV

UHODWHG WR VW

%LDWDLQO $GKHVLYH GUHVVLQJV LQ &KL
'QWHUYHQWLRQDO 8URORJ\ ZDV DIIHF c\gw UHVWUXFWXULQJ WKH $WRV OHGLFDO
COHV.V

SURGXFW UHFDOO LQ WKH .LGQH\ %O
WKH 6NLQ &DUH GLYHVWPHQW
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.Q VHYHUDO QHZ SURGXFWV ZHU

VXSSRUW FRQWLQXHG JURZWK DERYH W

WZR SLHFH 6HQ6XUDo OLR RITHULQJ WK

FDWKHWHU 9%LDWDLQo 6XSHUDEVRUEHY

'UHVVLQJV DQG IXUWKHU SURGXFW LQQR Q 52,8 DIWHU WD]
H

HUHFLV TKH H FDVK IORZ WR VI RQ SDU ZLWK ODVW \HDU
FRPSDUHG WR ODVW \HDU
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FOXGHV QHJDW
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LWK ODVW \HDU
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5HYHQXH DPRXQWHG WRO'OLRQ D
LQFUHDRR '.. PLOOLRQ ODVW \HDU 6ERSINWB®G HPLVVLRQV VDZ JRRG S

EXVLQHVVHV GHWUDFWHG PRVWO\ UMGKWWGRWRFRRHDUHG WR EDVH \HDU %HIRUH VSHFLDO LWHPV DQG DGMXVWHG
GLYHVWPHQW RI 6NLQ &DUH LQ 'HFHPEHRSH &RUUWOEQMVSHU SURGXFW LQi 'RU LPSDFWIURP .HUHFLV .3 WUDQVIHU
KDG D QHIDWLYH LPSDFW RQ UHSRUWW® WHK¥HBBXWHRVHDU LPSDFWHG E\ KLJ}

ubz PDWHULDOVY DQG WUDQVSRUWDWLRQ
(%,7 EHIRUH VSHFLDO LWHPV DPRXQWHG WR "..

PLOOLRQQBUHDWRI '.. PLOOLRQ ODVWKH %RDUG RI 'LUHFWRUV UHFRPPHQGYV D \HDU HQG

\HDU 7KH (%,7 PDUJLQ EHIRUH VSHFL BQ YIMEHHRM ZDIV' . . SHU VKDUH ZKLFK EULQJY WKH WRWDO

FRPSDUHG WRVW \HDU (%,7 LQ FRQV QWGHQG IRU WKH \HDU WR .. SH@?\)\V]M\(XJ—&% él:lIJRVL\J/gHV;E'S:EE\SI 13\/RHF:;\\/NKH .HUHFLV ,3 WUDQVIHU UHODWHG WR WKH H[WUDRUGLQDU\ WD[ H[:

' ) DVK IORZ DGMXVWPHQWYV 7KH ILIJIXUHV IRU WKH ILQDQFLDO \HDU LV DGMXVWHG IRU WKH 6N
FXUUHQFLHV JUHZ FRPSDUHG WR .. SHU VKDUH ODVVI\_/VVEEG}I%IQVWHGIRU WKH HIWUDRUGLQDU\ WD[ SD\PHQW UHODWHG WR WKH WUDQVIHU RI $WRV OHGLFDO V ,:

$QQXDO 5HSRUW



ODQDJHPHQW V+5HISRIUW Q/INVQ PICBERVWDLQDELOLW\ KLIKOLJKWY DQG UDWLRYV

)L QD QK L DKO LD RUEDW L R V

,QFRPH VWDWHPHQW '.. PLOOLRQ

S5HYHQXH
5HVHDUFK DQG GHYHORSPHQW FRVWYV

2SHUDWLQJ SURILW EHIRUH LQWHUHVW WD[ GHSU
DQG DPRUW (%.,7'$

2SHUDWLQJ SURILW EHIRUH LQWHUHVW WD[HV DQG
DPRUWL]DWLRQ (%,7$ EHIRUH VSHFLDO LWHPV

2SHUDWLQJ SURILW (%,7 EHIRUH VSHFLDO LWHPYV
6SHFLDO LWHPV QHW

2SHUDWLQJ SURILW (%,7

1HW ILQDQFLDO LQFRPH DQG H[SHQVHV

3URILW EHIRUH WD]J

1HW SURILW IRU WKH \HDU

&DVK IORZ DQG LQYHVWPHQWY '.. PLOOLRQ

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHYV
&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHV

,QYHVWPHQWY LQ SURSHUW\ SODQW DQG
HTXLSPHQW JURVYV

JUHH FDVK IORZ
&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHV

5HYHQXH JURZWK

$QQXDO JURZWK LQ UHYHQXH
*URZWK EUHDNGRZQ
2UJDQLF JURZWK

&XUUHQF\ HITHFW

$FTXLUHG RSHUDWLRQV
'LYHVWHG RSHUDWLRQV

%DODQFH VKHHW '.. PLOOLRQ
7TRWDO DVVHWYV

&DSLWDO LQYHVWHG

IHW LQWHUHVW EHDULQJ GHEW 1,%'
(TXLW\ DW \HDU HQG

_H\ UDWLRYV
$YHDUHQXP EHUR HP SR HHV ) 7( ¥

2SHUDWLQJ PDUJLQ (%,7 PDUJLQ EHIRUH
VSHFLDO LWHPV

2SHUDWLQJ PDUJLQ (%,7 PDUJLQ

2SHUDWLQJ PDUJLQ EHIRUH LQWHUHVW WD[ GHSU
DQG DPRUW  (%,7'$ PDUJLQ

*HDULQJ UDWLR 1,%' (%,7'$ EHIRUH VSHFLDO
LWHPV

5HWXUQ RQ DYHUDJH LQYHVWHG FDSLWDO EHIRUH
W[ 52.& 9§

5HWXUQ RQ DYHUDJH LQYHVWHG FDSLWDO DIWHU WD]

52,8

SHWXUQ RQ HTXLW\

(TXLW\ UDWLR

1HW DVVHW YDOXH SHU RXWVWDQGLQJ VKDUH .

.H\ UDWLRV KDYH EHHQ FDOFXODWHG DQG DSSOLHG LQ DFFRUGDQFH ZLWK WKH 5HFRPPHQGDWLRQV DQG )

W 7KH) 7(° GHIQWRQKDV EHHQUIDWHWHG GXUQ) DQGWHFRP SDUVRQI LI XUHV KDYHEHHQ DAYWWMG
§ 7KV UDMRLY SIRVIGHGEH RIHVSHADOWP V $ I \WMUVSHADOWP V 52 ,& EHRIHW ZDV

DQG 52,& DIWHU WDJ[ ZDV

$QQXDO 5HSRUW



ODQDJHPHQW V+5HISRIUW Q/INVQ PICBERVWDLQDELOLW\ KLIKOLJKWY DQG UDWLRYV

6KDUH GDWD

6KDUH SULFH ..
6KDUH SULFH QHW DVVHW YDOXH SHU VKDUH

$YHUDJH QXPEHU RI RXWVWDQGLQJ VKDUHV LQ
PLOOLRQV

3( SULFH HDUQLQJV UDWLR

" IMGHQGSHMKDUH * . .

3D\RXW UDWLR

(DUQLQJV SHU VKDUH (36 GLOXWHG

(DUQLQJV SHU VKDUH (36 EHIRUH VSHFLDO LWHPYV
GLOXWHG

JUHH FDVK IORZ SHU VKDUH

6XVWDLQDELOLW\UDIWKRYIJKWY DQG

W 7KHILIXWHWKRZ QI RUWH ILQDQFLDO \HDU LV WKH SURSRVHG GLYLGHQG

7KH ILJXUH LV EHIRUH VSHFLDO LWHPV $IWHU VSHFLDO LWHPV WKH SD\RXW UDWLR LV

BWULYH DPELWLRQV 8QLW $PELWLRQ &KDQJH
,PSURYLQJ SURGXFWV DQG SDFNDJLQJ
5HF\FODEOH SDFNDJLQJ RI WRWDO s
5HQHZDEOH PDWHULDOV LQRSDFRWY DIOQ J s
BURGXFWLRQ ZDVWH UHF\F®RLQURWDO s
5HGXFLQJ HPLVVLRQV
UHGXFWLRQ
6FRSH DQG HPLVVLRQV UHGXFWLRB\ S
5HQHZDEOH HQHUJ\ XVH RI WRWDO s
(OHFWULF FRPSDQ\ FDUV Rl WRWDO E\ s
UHGXFWLRQ SHUGXFWLRQ E\
6FRSH HPLV\VEARQV SURGXFW s
%XVLQHVV WUDYHO E\ DLU UHGXFWLRQ UHGXFWLRQ s
*RRGV WUDQVSRUWHG E\ DIRM WRWDO RI WRWDO s
5HVSRQVLEOH RSHUDWLRQV
/RVW WLPH LQMXU\ IUHTXBQ@EWY SHU PLOOLRQ
RI ZKLWH
&RGH Rl &RQGXFW WUDLQE®RDODUYV s
JHPDOH VHQLRU OHDGHUV R3 WRHAYBI®  E\ s
VKDUH RI WRWDO
'"LYHUVH WHDPV WHDPV s
(QIDIJHPHQW
(PSOR\HH VDWLVIDFWLRQ VFRUH $ERYH %HQFKPDUN
JLQDQFHDO LQFOXGHV $WRV OHGLFDO H[FHSW IRU 5HF\FODEOH SDFNDJLQJ 5HQHZDEOH PDWHULDC

H[FOXGH .HUHFLV H[FHSW IRU /RVW WLPH LQMXU\ IUHTXHQF\

$00 DPELWLRQV DUH EDVHG RQ WKH 6WULYH VWUDWHJ\ 6FRSH 6FRSH DQG 6FRSH *+* HPLVVLRQV

DQG UHGXFWLRQ E\ UHVSHFWLYHO\

OHWULF ZLOO RQO\ EH UHSRUWHG RQ D VHPL DQQXDO RU IXOO \HDU EDVLV
'‘DWD IRU )LQDQFLDO \HDU ZDV UHVWDWHG IURP WR GXH WR WKH LQFOXVLRQ RI HPLVVLRQV IU

FRPSDUHG WR ODVW \HDU LV GXH WR WKH SXUFKDVH RI 5(&V IRU 13(V
JURP EDVH \HDU

7DUJHW YDOLGDWHG E\ 6FLHQFH %DVHG 7DUJHWYV LQLWLDWLYH 6%7L

5HQHZDEOH HQHUJ\ XVH LV PHDVXUHG FRQVLVWHQW ZLWK SULRU \HDUV 7KH GHILQLWLRQ GLIIHUV IURP |

DFFRUGLQJ WR ( LV

6FRSH HPLVVLRQV SHU SURGXFW LV FRQVLVWHQW ZLWK ODVW \HDU DFFRXQWLQJ PHWKRG
(PSOR\HH VXUYH\ FRQGXFWHG DQQXDOO\ /DWHVW LQGXVWU\ EHQFKPDUN IURP 4 ZDV

$QQXDO 5HSRUW



ODQDJIJHPHQW V+BbHISRIUMW WY 2XWORRN

DQG ILQDQFLDO JXLGDQFH

2XWORRN DQG ILQDQFLDO JXLGDQFH

H\ DVVXPSWL RQV F,QWHUYHQWLRQDO 8URORJ\ JURZW&SH[SHFODHGHWRM HFWHG WR EH DURXQG '..
LPSURYH WR PLG VLQJOH GLJLW KREHGBURGROQWLEMXHEFELWLRQ UHODWHG LQW

&XUUHQW PDFURHFRQRPLF JHRSROLWLEBQRQS HREXVWMHI SURGXFW UHFDOO LQ 4

JLQDQFLDO JXL G R ey oo e et hS g moms v gy
Q QWLQ LQFOXGHV LQYHVWPHQWV WR FRPSOHWH

SURXQG

2UJDQLF UHYHQXH JURZWK
DW FRQVWDQW H[FKDQJH UDWHYV

S$URXQG

(%,7 JURZWK
DW FRQVWDQW H[FKDQJH UDWHYV
EHIRUH VSHFLDO LWHPV

SURXQG

5HWXUQ RQ ,QYHVWHG &DSLWDO
DIWHU WD[ EHIRUH VSHFLDO LWHPV

S$URXQG

&DSH[ WR VDOHV UDWLR

SURXQG

(I '/HFWLYH WD[ UDWH

WKHLU SRWHQWLDO LPSDFW RQ RXU EXVLQHVV LV HYDOXDWHG RQ PDQXIDFWXULQJ VLWH LQ 3RUWXJDO LQY

DQ RQJRLQJ EDVLV $V VXFK WKH ILQDQFLDO JXLJGDQFH LV WHG WR En o PRFKLQHV IRU HILVWLQJ DQG QHZ SURGXI
VXEMHFW WR D KLJKHU GHJUHH RI XQPHSW B WG\ JEHRE W LA F XVNVDLODELOLW\ LQYHVWPHQWYV
FKDQJLQJ HQYLURQPHQW ZLWK SRLQWY QHJDWLYH LPSDFW IURP

FXUUHQFLHVY DV ZHOO DV D VPDOO QHJDWLYH LPSDFW IURP WKH

7KH DGGUHVVDEOH PDUNHW LQ ZKLFK WRIEREDBYN ¢ RGHIHRHRMWL W ZR PRQW KAK HpR I} VL MBPWH{SHFWHG @R EH DURXQ
H[SHFWHG WR FRQWLQXH JURZLQJ DW

(%,7 JURZWK 'LYLGHQG SROLF\
SHYHQXH JURZWK 7KH (%,7 JURZWK DW FRQVWDQW H[FKDRHBH%»RDWBVR IEHIRHFFWRUY LQWHQGV WR G
2UJDQLF JURZWK LVDHIBKEWERG WR EHVSHFLDO LWHPV L\DBIRXHFAN WE WRHH OLTXLGLW\ WR WKH VKDUHKROGHUV WKUF
FRQVWDQW FXUUHQFLHV ZLWK WKH I RRQRZAZIQD VOARPSEMRLAR\) v VKDUH EX\EDFNV ZLWK D WDUJHW SD\RXYV

RI QHW SURILW
D &KURQLF &DUH LQFO 9RLFH S5HVSIUPWHREOEDRYOHODWLRQ OHYHOV Q

FRQWLQXHG JRRG PRPHQWXP
E &RQWLQXHG UDPS XS LQ &RVWD 5LFD DQG 3RUWXJDO

E:RXQG 7LVVXH 5HSDLU LPSURYHG PRPHQWXP
FRPSDUHG WR ODVW \HDU GULYHQ E\%HéHEE\?%WR%Q/T(Hﬁ/IWPHQWV LQFOXGLQJ JOREDO

DURXQG sbuwo\ RITVHW E\ wkH QHYBMIRAPL Ry HYWPHQWY LQYHVWPHQWYV WRZDUG WKH
IURP WKH SURGXFW UHWXUQ LQ $GYD(9I£—|I—FGE B FDUH RSSRUWXQLWL LQ WKH 86 DQG
'UHVVLQJV LQ &KLQD LQ 4 4 .HUHFLVEREWIYBYRYY UHODWHG WR ,QWLELD

YRODWLOLW\ UHODWHG WR WKH H[SIGFWHURBFEKDQ VP WRIVILASOLIW WR DURXQG

VXEVWLWXWHY FRYHUDJH DQG SD\PHQW LQO WKH RXWSDWLHQW
VHWWLQJ DV RI -DQXDU\ H,PPDWHULDO LPSDFW IURP WDULIIV DV ZH H[SHFW RXU

SURGXFWV WR UHPDLQ H[HPSWHG

JRU IXUWKHU LQIRUPDWLRQ RQ WKH H[SHFWHG FKDQ.
VHFWIMRKQHU P RQWS N I\H

$QQXDO 5HSRUW



ODQDJHPHQW V+BHISRIUM(WY 2XWORRN DQG ILQDQFLDO JXLGDQFH

JRUZDUG ORRNLQJ VW([FKDQJH UDWH H[SRVXUH

’ PSDFW 7KH IRUZDUG ORRNLQJ VWDWHPHQWY 2XU ILQIJXLGDQFH IRU V ILQDQFLDO \HDU
) LQDQFLDO DPE@XW)IQ(?BP W LOQFOXGLQJ UHYHQX KDV EHHQ SUHSDUHG RQ WKH EDVLV RI WKH IROORZLQJ
LGDQOF QRW FRQVWLWXWH D J.DVVXPSWLRQV IRU WKH FRPSDQ\ V SULQFLSDO FXUUHQFLHV
UHVXOWY DQG DUH VXEMHFW WR ULVN XQFHUWDLQW\ DQG
DVVXPSWLRQV WKH FRQVHTXHQFHYV RZYHU.Y.!‘}—.I,ZVRI H[FKDQJH UDWHV IRU NH\ FXUUHQFLHYV

IDLQVW™
WR SUHGLFW
RUJDQLF JURZWK \HDU &$*5 *3 86' +8)

7KH IRUZDUG ORRNLQJ VWDWHPHQWY $YHUDJH H[FKDRXH UDWH
UH LRQV HVWLPDWH' . DVVXPSWLRQ' O
L Q O L Q H Z I— W K R;u SQ\AE‘KY:%KH EDVLV RI LQIR$SYHUDJH H[FKP@BHAHP WR xv
U H Y H Q x H ‘] U R Z V\P\KWKH SURVHQW WLPH &KDQJH LQ DYHUDJH H[FKDQJH

(%,7 JURZWK RYHU WKH SHULRG ODMRU IOXFWXDWLRQV LQ WKH H[FKDCUDWHYV IRU A\YHUVXV
,Q FRQVWDQW H[FKDQJH UDWHYV FXUUHQFLHV VLJQLILFDQW FKDQJHV L _ H KHDOWKFDUH
EHIRUH VSHFLDO LWHPV VHFWRU RU PDMRU GHYHORSPHQWY LQ WKH JOREDO HFRQRP\
PD\ LPSDFW RXU DELOLW\ WR DFKLHYRSSRW UDWH RQ &, E )
PRUH WEFkKD Q WHUP WDUJHWV DQG PHHW RXU JXLGD AR SR H 5 \nglﬁz‘%l}m
5HWXUQ RQ ,QYHVWHG &DSLWDO LQRXU FRPSDQ\ V ILQDQFLDO UHVXOWYV H[FKDQJH UDWH
$IWHU WD[ EHIRUH VSHFLDO LWHPV $ OLQHDU
LPSURYHPHQW H[SHFWHG RYHU WKH SHULRG 5HYHQXH LV SDUWLFXODUO\ H[SRVHG WR GHYHORSPHQWYV LQ
86' DQG *%3 UHODWLYH WR '.. JOXFWXDWLRQV LQ +8)
$ U R X Q ( DIJDLQVW '.. LPSDFW WKH RSHUDWLQJ SURILW EHFDXVH D

VXEVWDQWLDO SDUW RI RXU SURGXFWLRQ DQG WKXV RI RXU
FRVWVY DUH LQ +XQJDU\ ZKHUHDV RXU VDOHV LQ WKH PDUNHW
DUH OLPLWHG

&DSH[ WR VDOHV UDWLR

SURXQ 5

(IHIHFW RYHU PRQWKV RI D LQLWLDO GURS LQ
(IMHFWLYH WD[ UDWH H[FKDQJH UDWHV IRU NH\ FXUUHQFLHV '.. PLOOLRQ
SHYHQXH (%,7
SURXQG &
*0h 3
1HW GHEW (%,7'$ UDWLR +8)

,V H[SHFWHG WR GHFUHDVH WR WRZDUGV

$QQXDO 5HSRUW



ODQDJHPHQW VYGHSIRIUW V. OLVVLRQUDQGI Y\LVLRQ

OLVVLRQ DQG YLVLROQ

7UDQVIRUPLQJ OLYHV WKURXJK LQW L FCH/DI W K B DWH BJRHHVVLRQDOV DQG SDSHEWRFRGWIIRAIHXQGHUVHUYHG VHIPHQW
3OWXU 2GGVVRQ KDG D VHULRXYV DEFdRsSdRW &b OHRQ WR PDNH OL MWHEMGHWGNR BISHREHOBQG VHFXUH UHMADHURPHQW DQG

UHSDLULQJ D SRZHU VWDWLRQ LQ oRQARQRSLA WKMIWGE Xdwh Q¥ EW K FD U H ORKHIGOH SHIUIWV RBQ IWHKIKE VXSSRUW WY R IR AR RS ROYREPY M E Ly Lowr &RO
FHODQGLF ‘HVWIMRUGV LQ 6HSWHPER o\ v 1>3@N5buLorLson ru QHRY B RBEWRKL Y PYYavLcHoFH EDVH&MQWD\Q@HGLM@@\@YDQFLQJ RXU PL
ZDV EDGO\ EXUQHG DQG ZDV LQ LQWHQVLYH FDUH IRU

GD\V +H ZDV WUHDWHG ZLWK .HUH’@LV IL¢R \;V(ﬁEQUWbQ;RYHU WZR PLOQURIHAHQW ZLWK XVHUV GLVWLQIXLNKHQIXVDLROQWKKHPBIURIGIRMLFY SODWIRUP E
KDV VLQFH PDGH DQ DPD]JLQJ UHERRFHBYV FRXQWULHYV DQG ZHOFRPH & KIRAUUMH RXKIDBRPPLWPHQW WR GRFXPHOQRNVLHULYD AW VKDWXYK VROXWLRQV IRU Z
QHZ SDUWLFLSDQWY WR RXU SDWDHQWFDROSEWN®HLHY DQG SLORW SURJUBPREG@MUDQVIXRIHV RXU

X V DUH UHFRJQLVHG IRU ERWK LPSURYHG RXWFRPHV
SURJUDPPHV &RORSODVW &DUH DQG $WRO/XID R Q "HUHFLV FRPSOHPHOWV RXU H[LVWLQJ SR
QG FRVW HIIHFWLYHQHVYV

7KLV FRPPLWPHQW LV QRW VLPSO\ DVSDLUDWLRQDO LW LV VWUHQJIJWKHQV RXU DELOLW\ WR DGGUHV)
HPEHGGHG LQ RXU GDLO\ RSHUDWLRQW LZKKUHL2ZBDFWNW DIHG VKDSLQJ WKH I XWXRIAHVKI VWHDIPHHQWY ZKHUH FOLQLFDO QHH
GHHSO\ ZLWK XVHUV DQG KHDOWKFDUBRXSURIHRWNLR DY WRDQVODWHG LQWRLPRDNXDRMO He\ FRPELQLQJ .HUHFLV SL
XQGHUVWDQG ERWK WKHLU PHGLFDO ERBOBGMRBHQWQYGQVBRAFHVY DQG VWDQWBBICYRRIRID ZHWK &RORSODVW V JOREDO
EURDGHU FRQWH[W RI WKHLU OLYHV 7KLV L IE/LJKW GULYHV RXU FHOWULF DSSURDFK ZH DUH ZHOO SRVLW

2YHU HSDVW GHFDGH ZH KDYH DF H
LQQRYDWLRQ DIJHQGD DQG HQVXUHYV RUXHUng)EL(J;\}(I—'fgvHV QVQF% HQLQJV IRU LQWH}BLIE:}LV% WR DGYDQFHG WKHUDSLHV LPSU!
VHUYLFHY GHOLYHU PHDQLQJIXO LPSDFW FR VLVWI-?V?WO% &xw\gwﬁ'ﬁ?\w DQG WUDQVIRUP FDUH IRU HY
FDWKHWHULVDWLRQ LQ NH\ PDUNHWV%/F%(FSGDVéﬁODQG -DSDQ
UDLVLQJ VWDQGDUGV RI FDUH DQG UHLQIRUFLqJJ R XU U ZL
OHDGHUVKLS DFURVYV WKH FDWHJRULHGVRXWK/HFEJYTID DQG $XVWUDOLD &RORSODVW KDV DOVR SOD\HG D
NH%UROH LQ WKH SURFHVV WKDW OHGWRHVERRNHYWHDWGR WKH IXWXUH ZH UL

$GGUHVVLQJ XQPHW QHHGY DQG HOHYIHGLED VW DQGDOIHIBALFDLG 6HUYLFHYV &06U PQWKR@6O0OHYHUDJLQJ RXU FRPPHUF
'"HVSLWH GHFDGHV RI SURJUHVV VXE VINDIRXIQFO XQWHKWHFHABYXY FRGHYV IRU K&G URSKIQON EDMDHACK M RIGIXWLRQV WR HQVXU
SHUVLVW ,Q FKURQLF FDUH SURGXFWH{WFO\MOHVAR@QXBHYU FDSLWD WKH SURGXFWV DQG VXSSRUW WKH\ QHHC

UHPDLQV ORz LQ PRVW PDUNHWV RXWY{@H 55%W¥5’5’%56Uﬁﬂs¢b RQ D VLPLODU MRXUQH\ RSHQLQJ XS

DQG PDQ\ SDWLHQWY ODFN DFFHVV WR DGY F
Q Q Q UI—IPLPE%(%\}"H%HQW DQG LPSURYLQJ WKH VWDQGDUG RI FDUH IRU

WHFKQRORJLHY DQG WDLORUHG VXSS
Q Q %%WH SHRSOH ZLWK D /DU\QJHFWRP\ -DQG EHLQJ D

'PWKRXW HUHFLV , ZRXOG !
&RORSODVW V UHVSRQVH LV DQFKRUHWGHIF WE KMYDBDHYN RROYKOV !
Q Q @ OVEKVRR QRW EH DOLYH WRGD\ 3©W.

WKDwW SULRULWLVHY LQQRYDWLRQ VWRDWHI R B%NERHVY KR Y nDB® W KkFDUH SURIUDPPH ZH
H[SDQGHG DFFHVV :H GHOLYHU GLITHYRQWLRWHE MROE KRRV kbo SURMHFWV LQ
DQG VHUYLFHV WKDW DGGUHVV WKHVH JRSWuLRORBFELLWH &H¥SLos wr HYwDEOLVK wWuHDWPHQW

$QQXDO 5HSRUW



ODQDJIJHPHQW VA45H/S RBIW \/._ _HURX S VB WI\D WH J\

*URXS 6WUDWHJ\

,Q 6HSWHPEHU ZH DQQRXQFHG RXU QHZ JURXS
VWUDWHI\ ,PSDFW VHWWLQJ WKH VWDQGDUG RI FDUH DW VFDOH
FRYHULQJ D ILYH \HDU SHULRG HQGLQJ LQ

‘H FDOO WKH VWUDWHJ\ ,PSDFW IRU WKUHH UHDVRQV

JLUVWO\ LW UHIOHFWYV RXU IRFXV RQ IRXU VWUDWHILF SULRULWLHV
WKDW DUH HVVHQWLDO IRU RXU VXFFHVV DQG YDOXH FUHDWLRQ LQ
WKLV VWUDWHILF SHULRG

BHFRQGO\ ZH HQWHU ,PSDFW DIWHU D SHULRG RI

VLIJQLILFDQW LQYHVWPHQWYV LQ RUJDQLF DQG LQRUJDQLF

JURZWK LQLWLDWLYHV KHQFH IRFXV LQ WKLV VWUDWHJILF SHULRG
LV RQ LPSURYLQJ LPSDFW

J)LQDOO\ ,PSDFW UHSUHVHQWY RXU ORQJ WHUP DVSLUDWLRQ
EH\RQG WKLV VWUDWHILF SHULRG WR VHUYH IRXU PLOOLRQ
FRQVXPHUV WZLFH DV PDQ\ DV ZH GR WRGD\ WKURXJK

RXU GHHS FRPPLWPHQW WR FXVWRPHU FHQWULFLW\

$V VXFK ,PSDFW LV ERWK D URDGPDS IRU WRGD\ DQG D
YLVLRQ IRU WRPRUURZ DQFKRUHG LQ VWUDWHILF IRFXV DQG
GULYHQ E\ DVSLUDWLRQ

2XU ,PSDFW VWUDWHJI\ LV EXLOW DURXQG IRXU SULRULWLHYV
ZKLFK ZH ZLOO XQIROG RQ WKH QH[W SDJH

*URZ WKURXJK LQQRYDWLYH FXVWRPHU RITHULQJV
8QORFN QH[W OHYHO HIILFLHQF\ JDLQV

(PEUDFH WHFKQRORJ\ WR HOHYDWH XVHU H[SHULHGEH
DQG VFDOH

&XOWLYDWH D ZLQQLQJ DQG VXVWDLQDEOH FRPSDQ\

'LWK WKH QHZ VWUDWHJ\ ZH KDYH VHW D
ILODQFLDO DPELWLRQ WRZDUGYV WR D
VKDUHKROGHU YDOXH FUHDWLRQ ZKLFK |

2UJDQLF UHYZMEXRIJURHDU &%$*5
XQWLO )<

(%,7 JURZQ/IOLQH ZLWK RU DERYH UHYH
RYHU WKH SHULRG

52,& RRUH WKDQ<

7R UHVSHFW WKH GLIIHUHQFHY LQ PDUNH
FXVWRPHU QHHGY DQG SDWLHQW SDWKZD
EXVLQHVVHYV ZH KDYH RUJDQLVHG RXU E
GLVWLQFW XQLWV &KURQLF &DUH DQG $F
FRQVHTXHQFH D QHZ ([HFXWLYH /HDGHU\
KDV EHHQ IRUPHG WR OHDG WKH H[HFXWL

$V SDUW RI WKH QHZ (/7 VWUXFWXUH ZH
&KURQLF &DUH 5 ' IXQFWLRQ WR UHSRUW
&(2 D UHIOHFWLRQ RI WKH LPSRUWDQFH
LQ RXU FKURQLF FDWHJRULHV 7KH QHZ V
UHIOHFWYVY D VWHS FKDQJH LQ RXU LQQRY
LQFOXGLQJ DFFHOHUDWHG VSHHG WR PDL
JURVY PDUJLQ DFFUHWLRQ DQG FDSLWDO

J)LOQDOO\ ZH KDYH HVWDEOLVKHG D QHZ :I
5HSDLU EXVLQHVV XQLW PHUJLQJ $GYDQ
%LRORJLFV 7KH DLP ZLWK WKH QHZ EXVL
FUHDWH D JOREDO LQQRYDWLRQ OHDGHU

,Q FRQVWDQW FXUUHQFLHV EHIRUH VSHFLDO LWHPV
$IWHU WD[ EHIRUH VSHFLDO LWHPV /LQHDU LPSURYH

$QQXDO 5HSRUW



ODQDJIJHPHQW VA45H/S RBIW \/._ _HURX S VB WI\D WH J\

*URZ WKURXJK LQQRYBWAQARHN QH[W OHYHO HRBEUFDHK MHFKQRORJI\&MXMR WIOYrDAVDMIB ZLQQLQJ
FXVWRPHU RITHULQJVJDLQV XVHU H[SHULHQFH DQ@XWRADMHI DEOH FRPSDQ\

‘H ZDQW WR VWHS XS LQQRYDWLRQ L3S SOWXWFWY PQBFVWHUYHFHMOO XQORFMNH DUH PDNLQJ D VLJQLILFDQW FRPSI:LWK ,PSDFW ZH DUH WUDQVIRUPLQJ &R
WR EHFRPH WKH PRVW FXVWRPHU FHQWUWIQF AMRRPBRRIKLD BRUDGLIP VKLIW LCFRPPLWPHQW WR WHFKQRORJ\ LQFOXIDWUP RHRMRP HJRHQME RJ DQVOWRQWR
FDWHJRULHV GHOLYHULQJ VXSHULRU LIFRXWHWR\PRHHUIQ RVVHILQ QHZ DFPGDELOLWLH,PSDFW RQH RI WKH PRVW LPSRUW D (MWWHIWHQH H-XWRQDQGCHIYHUBQ] WP YDOH

JURZWK DQG VFDODELOLW\ DFURVV WKH FRPS GHOLYHULQJ D EHWWHU XVHU H[SHULHOFH DOG GULYLOJ VFDOH
7KLV VKLIW LV DQFKRUHG LQ D QHZ OHDG

%ULQJIJLQJ LQQRYDWLYH DQG GLITHUHQWULDWGI\G BH B@OERWW R QBBSURYH HIILFL2YHU WKH QH[W ILYH \HDUV ZH ZLOO GMIQHGWHP EHGDKUK SHIRP IQJ O\ LQ

VHUYLFHVY EDFNHG E\ HYLGHQFH LQWR2 9/HKULIDWHIFPHWYQWR KHOS RIIVHW H[WHU(GHGLFDWHG WHFKQRORJ\ SURJUDPV RXMRP HJI REXVHG FXOYUHDWHD®! Z KIGIEXITEQ]

FRPSHWH LQ ZLOO DOORZ XV WR FROQWILHXH MHWWRYY WEKHBILQ DFFUHWLRQ $, WR HQKDQFH WKH FXVWRPHU H[SHOHDGHUVKLS IRU WKH IXWXUH WKURXJK D
VWDQGDUG RI FDUH DQG ZLQQLQJ FXVMWRHAHIWRU\ UHGXFWLRQV HINTLFLHQF\ DFURVV WKH FRPSDQ\ VXFFHVVLRQ SLSHOLQH

‘H DUH HPSRZHULQJ RXU EXVLQHVV XGHFRQAEFROGHIHIH PQWR GULYH VFDODELMRADUBNURXY RMXVWVRPRXEBY ZH ZLOO D6LPXOWDQHRXVO\ ZH DUH FRPPLWWHG W
GHOLYHU WKH FXVWRPHU RIITHULQJ VKD®IKORXKKERIDDEDNRZ%XVLQHVYV 6XSB8RHV ISHRAHUE\ IDF BROBQBWLQJ DXWR HQYLURQPHQW ZKHUH HPSOR\HHV WKULY}
WR ZLQ DFURVY PDUNHWY FKDQQHOVDRGQGGMKHIPNQYWEOLMWKRH@QW RI D %XVLERDEGH IERWWXHQWQH/ HQYLFH DQG WS TXDUMHHJIDIH? HWZRIUN FODNVN VDIHW\ OHDG

HDFK RI RXU WZR XQLWYV WKLV WUDQWRVRINMWBVS5LEWR/R VXSSRUW JURZWK DQ&WFW 6 HS HY WHIQH- 18 6 GLYHUVLW\ DQG D VWURQJ FRPSOLDQFH
WDUJHW ZRPHQ DPRQJ RXU VHQLRU OH
&KURQLF &DUH JLOQDOO\ ZH ZLOO VLPSOLI\ RXU SURGXFWHIRDWIRO ZRVZDQG HQKDQFH DQG VFDOH RXU RQH
BUHVLGHOW OHYHO RU DERYH

6ROLGLI\ RXU PDUNHW OHDGLQJ SRVILQDQRIQVH\VEKHR YIQOMHQUUDWLRQV RI $W RV OWHBLFWDIO/ D QB X.GIGBWILR WRZKLFK LV EXLOW RQ WKH SULQFLSOH RI
6XSHULRU SURGXFW RIIHULQJV UINEK BH HKUNOFOW XUDO FRPSOH[LW\ D QRBQFD SWLXQIK DAY /RHIXFIWAXUH RQH &50 D QX V¥BDV\YMEHROLWMQ@®OVR UHPDLQV D FRUH

OLR /) DQG 3URYR[ /LIH ROQH +5 VIVWHP HW FHWHUD VXSSRUWHG E\ FOHDU DQG PHDVXUDEOH '

I1H[W OHYHO RI VHUYLFHV IRU XBEORFNLQJ QHEEIW OHKYHO HIILELHQF JDLQYV WKURXJK WRH UHGXFH RXU HOYLURQPUBGXF 6FRRFHNSULQ
+
[ \6 %\4}?%& \)%E (%I—ll'(v:-v LQLWLDWLYHV ZLQOB HIQDE OH NKH/Z WARH GHICOLEY GIK) \RQDQVIRUPDWLROHIP_IC_) *O%EDO

DQG VVLRQV E\ DQG 6FRSH HPL
VSHFLILF IRFXV RQ RXU GLUHFWRI):'()L(JVILL% VQIJ_L\BO DPELWLRQ RI (%,7 JURSWMK DW LRIQQHWHWKXBRK LQFUHDVHG H|ILI-(I?_HUI-\ VUG Hth\uun-Hu Q
SURGXFW E\ LQ RQ WKH SDWK WR 1
DERYH UHYHQXH JURZWK RYHU WKH VWURWXPIWE SIHU\LRRGVDQGVDQJ WHFKQROKJ\ DUGL %,
$FXWH &DUH
O WK BRPEL BB L8 < $V VXFK HPEUDFLQJ WHFKQRORJ\ ERWK LO FXVWRPHU
&UHDWH DQ LQQRYDWLRQ OHDGHU ZLUWK WKH FRPELQDWLRQ DFLOY DOG LOWHUODO DEWLYLWLHY WHIROG HOYLURQPHQWDO JRDOV ZH DLP
: ' LLUU VXSOSRKUW KAU RUJUULE
RI $GYDQFHG :RXQG 'UHVVLQJVY DQG %LRORJLFV LQWR JURZWK DOG YDOXH FUHDWLRO DPELWLPSDFW VRETHWA A LBEURYEGs uHLPEXUN
: LRKU WKZUDUUGV
RXQG TLVVXH SHSDLU ILYH PDUNHWY HQVXULQJ DFFHVV IRU XV

%XLOG RQ RXU VWUHQJWK LQ OHQ V +HDOWK DQG WUDQV
IRUP :RPHQ V +HDOWK ZLWK D VXFFHVVIXO ODXQFK RI
,QWL LQWR WKH RYHU DFWLYH EODGGHU PDUNHW

OV DQG FRQWLQXLQJ WR LC
W SHRSOH DQG FRPPXQLWL
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ODQDJHPHQW Vo5H/SRBIWS ®UEWURGXFWLRQ WR &KURQLF &DUH

$Q LOQWURGFPIWRIRF WRUH

& K U RQ L F &D U H F R P P Hi—LgLFDIJ_HDi—@W UHLQIRUFHYV RXU FKURQEHEFIRUHFREB RHOWKHGFRORQ FRORVWRPQ DGREDGE QQWHREWRORFEODVW V RVWRP\ F
VXSSRUWY RXU DPELWLRQ WR GHOLYHUGCHRX®HRWPLRURBXXYWRMHUY EODGGHU XWRRIMWRBLR #FRQVLVWY RI WKH EUDQGYV $C

P R G H O H[SHULHQFH DFURVY DOO WRXFKSRLQWWWLPDWHG KDOI RI WKH SURFHGXUH¥HQ6HEBCRWKRPRPLHDYDo UDQJH RI VXSSR
WA\SLEDOO\ FDXVHG FDQFHU S$URXQBURGXHWYB BHMOR, WKH ZRUOG V ILUVW (
fLKIL:Jg)?I(;E\f‘Z\L/J\TVRI’_:\R&XDUUI:)D:;H://VVI\_I EHXVI:I:%% Pﬁ%'HVKNI%S F6<GHFDGH &RoRSOD\I{\(/)\IHKRDV\</VER|—I%}I__| VL Y\}_|S\I/_\I/:\/IID_80Q\ FDXVHG E?QQV‘D_DI?IPI]D\WLRRJQ FRZWMBP LQ 2VWRP\ &DUH
SgVSLUDWRU\ &DUH ° e EQEO&Q&J v EHQJHU WLHV zLWK HC?LGVIzl(gUH\\; ;I%ISIBEEJ\ ng(l_u LQJ SURFHGXUFRUMWUROLIRRVQFREPUBI@P® @RVODEOH LQ WKH ¢
SDWLHQW VXSSRUW SURJUDPPHV &RORSODVW &DUH D G$ 8
FDXVHG E\ EODGGHU FDQFHU
,Q &KURQLF &DUH ZH VHUYH XVHUV ZL&XUHKYRRYFGAHRQEHUWNRQNOLVHG VXSSRUW IRU SHRSOH OLYLQ

ZKHUH SURGXFWY DUH PRVWO\ XVHG XIMWWU FKIWRFXIDAU FRQGRWLRQV DFURVYV BRURVWRPQ VXPDHMHMD/Q EH SHUPDQHQW UHVXOWLQJ LHR6XUDo OLR &OLFN
WKH KRVSLWDO 3HRSOH XVH WKH SUR&XRW VDG B LOLNHRZ IPOHQDE®H WR RUGHWBIHRGROW X\GLIHHRWOURGKFEWY RU WHPSRUDU\ UHVXOWSIQHFHQRIIHULQJ DQ
WKHLU FRQGLWLRQ PDQ\ IRU WKH UHWXW RR WK WKPRUNHWOANXULQJ XVHUV KDSMHRGXFW XVDJH IRU D OLPLWHG SHULRG 7KH PDMRULWA[WRHQVLRQ RI
,OQQRYDWLRQ SURGXFW FKRLFH DQG SRAPMMOWR BUKHD 8 RMKWDUBIQRYDWLYH SURGXFWWHVFBYHCGBGHU ZDWK@N KRZHYHU RYHU WKH SDVBHQ6XUD OLR
WKHUHIRUH FULWLFDO WR DOORZ XVHKNIWRHYY® RISHHVRIQDHOLVHG GHFDGH PHGLFDO DGYDQFHV KDYH OHG WR DQ LQFUHDS/RIUMJROLR ODXQFKHG

WKH LOFLGHOFH RI WHPSRUDU\ VWRPDV L
VROXWLRQ 2XU FKURQLF EXVLQHVY DUHDV DUH FKDUDFWHULVHG E\ VROLG Q

$ XVHU V MRXUQH\ W\SLFDOO\ VWDUW V HIQP B XAOMHAHOQW VRRVWW L\WHB D Q Rl VDBORS GRYZHWHKGDEYWRPD XVH DQ RVWRP\ EDJ ZKLFK DGKHUHYV
VXFK DV D KRVSLWDO RU UHKDELOLW DWHLREG ¥XHHPHIQ W K WUMNVRIHKHDOWKFDWR WKHRSRAVLD@EPADO VNLQ DQG FROOHFWV WKH RXWSXW IURP WKH
JHW LQWURGXFHG WR WKH SURGXFWVWWQEE WK HIRP DISWOWHRDYWLHRRQYEURQPHQWWRPD 6XSSRUWLQJ SURGXFWYV DUH )&\ﬁlb(%lvtal_r(gllfl_lf_la%%\MLRQ

D KHDOWKFDUH SURIHVVLRQDO %HLQJ WKH SUHIHUUHG SURGXFW ZLVL\Jl: VLTJHWRKVHW;z:LLEVDVfIRV\;F;g%\’/\fI(_UH D VHFISW LS QP ZEO PP Y Mk sobvw KHOS
FKRLFH LQ WKH FOLQLFDO VHWWLQJ ugpéév HVVgﬂg @% Dé/ ﬁWQG LWLR NaVAIRuRY, Q EODGGHU FROWURO LVVXHV UHODWHG WF
SURYLGHV D VWURQJ VWDUWLQJ SRLQ Q (%
DWHVW JHQHUDWLRQ RVWRP\ FDWHFBQWWQRHOF H HRQBAXHD® DV SHRSOH WK
FRQWULEXWHV WR D VWDEOH LQIORZ H) RY@VI QJWKEG X FW V
FRPPXOLWL\ VHWWLOJ ZKLFK DFFRXOWY LRU PRUH WKDO OLR FHOHEUDWHG LWV \HDUV DQQLYFRIQWURQQERZHOWRYHPHQWYV
WKH RQO\ SODWIRUP LQ WKH PDUNHW K 4Of RQY D

RI WKH WRWDO VDOHV LQ RXU FKURQLzFVEVDRva&RDULHHV Q Q Twkt R Wi Sqﬂd—lf—[ ¥DUH ,QWHUPLWWF

,Q 2VWRP\ &DUH ZH VHUYH XVHUV ZLWRRR FRWRP BR O XWIRRPDVLIQG WKH VWUHQIWK V\yVEHV\?HJQRGX\U%QhQXQWLQJ IRU DU

6WD\LQJ FORVH WR XVHUV DIWHU GLVPBPKOXJHLFADROPOWKHWHDWHG RSHQLQJ LQ YHURRWEUW RRE@WHW 7THFKQRORJ\ FRQ\yVDLQWV \Q{g L 51 VEHYV LV WKH VHE
KRVSLWDO LQWR WKH FRPPXQLW\ VHWNMUIGY W YH ROV LQDU\ VI\VWHP LV UHV@RGHFWHGZMWEL@MsMKBL@WUHQJWKHQUV&IQ—Sl S§¢JFV¥2IXROV{7|3Q LV}QU DURXQG RI VL
LPSRUWDQW 2XU DELOLW\ WR VXSSRUW X¥MHJ B EHGREVYDE ZIDMKE QD MORZLQJI RRW OX @ HWHRIWH QHRRWH A QFOXGLQJ W HV DUH GHULYHG IURP
JRRG URXWLQH DQG DGDSWLQJ WR OLIHRZFAL WK H FKGRGLFWRPD LV FUHDW H G6H® &XKHP OB RHERIDER ZEH®IV DQG D QHZ uﬁbBSBLRQBHULDQJJH GHULYHG IURP RWKHU
FRQGLWLRQ LV NH\ WR HQVXULQJ FRQRUW GEODGGHUFG@UHXQFWLRQ GXH WR D GLVHDVH DQ DFFLGHQW RU

SURGXFWYV
VWUHQJIJWKHQLQJ ORQJ WHUP UHODWLB FRQUIWQ LMD ® BORRYHGHUYVY $ VWRPD VXUJHU\ FDQ EH
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ODQDJHPHQW Vo5H/SRBIWS ®UEWURGXFWLRQ WR &KURQLF &DUH

,QWHUPLWWHQW FDWKHWHUV ,Q DGGLWLRQ WR /XMD &RORSODVW VIRXE H H GBWM LU D WARLIA V& 1D Q W
3HRSOH VXITHULQJ IURP XULQDU\ UHWERWKHWHU SRUWIROLR'CQFOXGHYV 6SHDU\QJHFWROG&EHO! &DWKo
HPSW\ WKHLU EODGGHU ZKLFK FDQ EH GXH WR D VSLQDO FRUG ,Q /DU\QJHFWRP\ &DUH ZH VHUYH XVHUV ZLWK D QHFN

&ROOHFWLQHEHYLFEY

LQMXU\ PXOWLSOH VFOHURVLV FRQJ&R99ON EW L RU

Q QISHRESH VXHAU 0 RPXULQDU\ LQFRAUFFPHDER B VPO RQH D WRWDO ODUIQJHFWRPI
EHQLJQ SURVWDWLF K\SHUSODVLD LQ

U

)

i, Vivaowy Lo sowmammnscame e Ly o X0 Lo TEm s oouL

FOWKHWHU ZKLFK LV LQVHUWHG WKUK SOH EHFDXVH WK H 6 KILQUFNWHAU P X¥G A H, WQIG/ WKH SUHIHUUHG WUHDWPHQW IRU

XULQDU\ WUDFW DQG HPSWLHV WKH Ey :

VFOHV JUDGXDOO\ ZHDNGNQD Q¥ HGH RDUMQIWDD DQG K\SRSKDU\QJHDO FDQFHU :LWK

XULQDU\ LQFRQW LWIKEQ FUH FSRIRISM® HS ARG O D RVH WKH DELOLW\ WR SURGXFH YRLFH

HV IRU FDSWXULQD QG G MBHRYE QRIQXM 9K FH 3URVWKHV L\3 UKy RY RLYKHDNU IR LQJ +0(V D 3URYRJ /

"HYLFHV &RORSSHBIHEXYHNPYYRQHDGY WR D ORVYV RD\;\(/\W—KRBS}Q,GDQUZQ\\K;HVLJQHG DGKHVLY
wu;mlj} >§/QF§/(J;HRS VLW HU WKH VXUIHU SHRSBRXBPHOWKH WKURXJIK D

XULVKHDW X
VWRPD LQ WKH WKURDW DQG UHO\ RQ +HDW DQG ORLVWXUH

6LQFH WKH ODXQFK RI WKH ILUVW RI IROGHU 7R QDJ
UHDG\ WR XVH K\GURSKLOLF FRDWHG FROOHFWLQJ GHY
LQ &RORSODVW KDV WUDQVIRUPHG WKH VWDOGDUG
FDUH IRU SHRSOH LQ QHHG Rl LQWHUK Cw. A
7RGD\ &RORSODVW V LQWHUPLWWHQW & BunW i SEuwikU
PDOH DQG IHPDOH SURGXFWV LQFOXGHV FKVWU {88RskLo ([FKDQJHUV +0(V IRU KXPLGLILFDWLF/YRFKHRVWRFY @ RI
UHDG\ WR XVH FDWKHWHUV LQ VWDQGC%RZHORMASDFW IOH[LEOH WKH DLU ,Q 7UDFKHRVWRP1 &DUH &RORSODVW KHC
DQG VHW YHUVLRQV EXW DOVR XQFRLQ %RZHO &DUH _ &RORSODVW KHOSV SHRSOH WKDW DUH XQDEOH WUDFKHRVWRP\ DQ LQYDVLYH ODVW LQ |
WR FRQWURO ERZHO PRYHPHQWYV DQGS3HY HY UuHWMIGWN \v #1898yl Y LQVHUWHG E\SDWHBQWNKFIDUEUHDWKLQJ 3DWLHQWV XG
2XU ODWHVW JHQHUDWLRQ LQWHUPLWYREYDHEBOTOERSWISHOFA RU FKURDYRIENYVRRARBWIRWLHRW YV DSSO\ WKHVUD(VKWRHRRIPO WKW IHU\ VXIIHU IURP D YI
[

XM ZLWK D XQLTXH OLFUR KROH =RQFWEKGR T IIHFWHG E\ ERZHOGDVPX QEMY R @D PIEKHVLYH WR NHHS VKIQHG HUON\ LQISFKRIFGBLWLRQV LQFOXGLQJ Kk
1 N (]
G

D
ODXQFKHG LQ D PDOH YHUVLRQ LQ " ETRD SOH ZLWK EODGGRY BRWKYHOIHOHUDWRKE surcxrw SEQWRYFTELRQV RU WUDXPD

YHUVLRQ LQ DQG LV H[SHFWHG WREVE D1 Y80 G\VIXQFWLRQ
U\QJHFWRBWUKYRHEZDY ODXQFKHG L
RI FDUH ZLWKLQ LQWHUPLWWHQW FDWKHWHULVDWLRQ Q tH Q QUDFKHRVWRP\ SURFHGXUHV FDQ EH UHY!

JLUVW OLQH WUHDWPHQWYV IRU ERZHOPR® IXBYRIK® SIPGHREHC WR SURYLGIS BWRBEWWSWRRROUFRQVLVWY RI D PL[ RI WH
OLIHVW\OH FKDQJHV OD[DWLYHV RU FRNMPVEPRA RS Bk QLPHG DW LPSURSDQILERAARQDUN KHDOWK

6HFRQG OLQH WUHDWPHQW DUH ORZ YROXPH WUDQVDQDO
LUULJDWLRQ 7%, GHYLFHV DQG WKLUG OLQH WUHDWPHQW DUH

Qo
Pl

T

'LWKLQ 7TUDFKHRVWRP\ &DUH &RORSODVV
WUDFKHRVWRP\ WXEHV +0(V DQG VSHDNL

/IXMPDOH DQG KLJK YROXPH 7%, VIVWHPV &RORSODVW KDV KLVWRULFDOO\

IHPDOH D QHZ EHHQ SUHVHQW LQ WKH KLJK YROXPH 7$, VHIPHQW ZLWK WKH $PRQJ /DU\QJHFWRP\ &DUH DQG 7UDFKHR)
FDWKHWHU ZLWK BHULVWHHQoO 30XV DQG HQWHUHG WKH ORZ YROXPH 7%, /IDU\QJHFWRP\ &DUH LV RXU ODUJHVW FDYV
XQLTXH OLFUR VHIPHQW ZLWK 3HULVWHHQ /LJKW LQ IRU DURXQG W2ARLFKHNMELRDWRU\ &DUH
KROH =RQH VDOHV ZKLOH WUDFKHRVWRP\ DFFRXQW)
7ZHFKQRORJ\ DURXQG RQH WKLUG RI VDOHV
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ODQDJHPHQW WoXH/SRUIWEKURQPLF &DUH PDUNHW

&SKURQLF &DUH PDUNHW

2VWRP\
&DUH

EQ

ODUNHWQORHBEDOO\ LQ "..

*OREDO PDUNHW
E\ UHJLRQ

a
ODUNHW JD&RE@WIXO O\

ODUNHW SRVLWLR@QREQGOAKDUH

SHILRQDO PDUNHW VKDUHV

[ | (XURSHDQ PDUNHWYV
a 2ZWKHU GHYHORSHG PDUNHWYV
(PHUJLQJ PDUNHWYV

6RXUFH &RORSODVW

KODUNHW FKDUDFWHULVWLFV )
*OREDOO\ PLOOLRQ SHRSOH OLYH ZLW
(DFK \HDU a VWRPD VXUJHULHV DUH
PDUNHWYV DQG &KLQD
ODUNHW FRPSRVLWLRQ
a JURZLQJ

,Q DGGLWLRQ WR &RORSODVW WKHUH DL
PDQXIDFWXUHUV DV ZHOO DV IHZ ORFDO

- J

%DJV 30ODWHYV a

&ROQWLQHQFH
&DUH

EQ

ODUNHWO®RHEDOO\ LQ ..

*OREDO PDUNHW
E\ UHJLRQ

ODUNHW JN@®EWIKO O\

ODUNHW SRVLWLRQREQGOAKDUH

5HILRQDO PDUNHW VKDUHYV

@ (XURSHDQ PDUNHWV
@ 2WKHU GHYHORSHG PDUNHWYV
(PHUJLQJ PDUNHWYV

6RXUFH &RORSODVW

KODUNHW FKDUDFWHULVWLEFV A 4

ORLFH 5HVSLUDWRU\
& D UbbL\oiHFwrp\

EQ

ODUNHWREDOO\ LQ "..

*OREDO PDUNHW
E\ UHJLRQ

ODUNHW JD&RE@WIXO O\

a
ODUNHW SRVLWLRQREQGOAKDUH

5HILRQDO PDUNHW VKDUHYV

[ ] (XURSHDQ PDUNHWYV
[ ] 2ZWKHU GHYHORSHG PDUNHWYV
(PHUJLQJ PDUNHWYV

6RXUFH &RORSODVW

*OREDOO\ a PLOOLRQ SHRSOH OLYH ZlJWK
DERXW KDOI DUH GLVFKDUJHG ZLWK DQ LDWH
WKHVH DQ HVWLPDWHG KDOI ZLOO GURS RXW
ODUNHW FRPSRVLWLRQ ,QWHUPLWWHQW KDW
VLQJOH GLJLW &ROOHFWLQJ 'HYLFHV a JuU
DQG %RZHO &DUH a JURZLQJ DURXQG GRXE(
JRXU ODUJHU JOREDO PDQXIDFWXUHUV LPFO
ORFDO DQG ORZ SULFHG PDQXIDFWXUHU/V

ODUNHW FKDUDFWHULVWLFV )
*OREDOO\ PLOOLRQ SHRSOH OLYH Z
(DFK \HDU a WRWDO ODU\QJHFWRPLF
,Q DGGLWLRQ WR &RORSODVW WKHUH DL
LQ WKH 8. 86 DQG *HUPDOQ\

ODUNHW SHQHWUDWLRQ UHPDLQV ORZ ZL
DFFHVV WR WUHDWPHQW DQG D ODUJH X
ERWK H[LVWLQJ DQG QHZ PDUNHWYV

J
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ODQDJHPHQW WoXH/SRWIWEKURPLF &DUH VWUDWH J\

&KURQLF &DUH VWUDWHJ\

'LWKLQ &KURQLF &DUH ZH RSHUDWH LZKIDAIMW.YDEXMIOW RQGHGLFDWHG VHUYHQJDJHPHQW 7KLV GHHSHQV RXU XQGHPRPHVDQ®LDBFXRVEKWDHUG SRVW DFXWH DFFF
VWUXFWXUDOO\ JURZLQJ PDUNHWYV ZLWHKDDWRFBEU@HSURDHNHWRQDOYVY UHPDLQHHGVY HQDEOLQJ SHUVRQDOLVHG FDUGRQIRRY® WHRQ | RQFIOXXIGRRYU 6HQ6XUD OLR W

YDOXH HVWLPDWHG DW PRUH WKDQ '..DGERDQWIDR® ODUNHW SRVLWLRQ DV WKH SDUWQHU RI FKRLFFRXSOLQJ DQG 6HQ6XUD OLR LQ EODFEN *|
JURZWK GULYHUV LQFOXGH GHPRJUDSKLEV VXFK DV DI—(P 7KLV IUDPHZRUN HQDEOHV XV WR XQORFMFHURZR/EXFWY PDNH XS DURXQG R
‘H ZLOO XWLOLVH RXU VWURQJ SODWIRUF HI HGLEFD
DJHLQJ SRSXODWLRQ DQG ULVLQJ SUHYDOHOFH RI FKURQLF R WXQLWLHV UHJDUGOHVV RI PDUNGI® PSOMXKHNVWDUNHW LQWURGXFLQJ D F
VHUYLEHY WR HOH DW WKH FXVWRPHU H|[SHULHUFH FURVV O
FRQGLWLRQV DV ZHOO DV LQFUHDVL()\AJ/ WUHDWPHOW ERPSOL % SLHFH VROXWLRQ LV D FULWLFDO OHYHU
RXFKSRLOWY 7KLV Lg XGHV FRQW2YHU WKH SHULRG 2 HDBREHFW KW RP DWR H W L(%_|
DQG SURGXFW XVDJH $FURVV RXU FKUROLF EXVECOHVVHV W HHW YROYLQJ FXVWRPHU QHHGV
GH SH(?< E X RPHU UHODWLRQVKLSV RVWRPS DWVEL QR GWWQLHQMHV&DUH VXSSRUWHG E\ VROL
GHPDQG IRU DGYDQFHG VROXWLRQV FR'_?WL HVY WR ULVH
E \Rg SURGXEWYV H DEOLQJ KHDOWRKRQ WH ISEXRVH R QIVRDBWRNVW RIHILRQV H[EFPXKGILLI AKOLWMNDHVEKLBIHFOXGLQJ &KLQD U
FUHDWLQJ IXUWKHU RSSRUWXQLWLHV IRU PDUNHW H(BSDQV Q
HDVH WKHLU FOLQLFDO EXUGHQ DQG ERLGHPRRHWWNWSUDWWRUYROXNH LV H[SHFWBGWAR WUWRIREQQWKIHILRQ LQ 2VWRP\ &DL
,Q WKH ,PSDFW SHULRG RXU DPELWLR® IS\DWR WRKIURAIRKXOLQLFDO HYLGHQFWHDRQAQKB LPSURYHG DZDUHQHVY LPSURYHG GLDJQRVLV DQG
PDUNHW OHDGLQJ SRVLWLRQ E\ SURY IRX\VQERWKNM EHWVWXFK ZH DLP WR VWUH?JWKH\Q&%)EJUHGLUHFW VKLIWY 7KHVH PDUNHWY UHPDLQ FRPSOH
FXVWRPHU H[SHULHQFH DQG EHLQJ WHKK\B\W R WHH H QRIDIKRIHKHW DQG HQVXUH FROQWLQXLW\ DFURVV OHJDF\ SURGXFW SODWIRUPV DQC

&RORSODVW LV WKH JOREDO OHDGHU bg\/ZRV%% &I%&JU VWUDWHI\ LV WR VLPSO

7R PHHW WKLY DPELWLRQ ZH QHHG WRXU DSSURDFK LV VHDOWKFDU\l‘\!R\/WPQ\/I—H\);(\%GDHl(J_‘-;?DLUQGQ::IGFITD\UGHHIQR6U>(lIJDI:)RCEJIE:LV';KSKLIZ'):é< KI?NVIEG&LI'&QHSD\?/L VH JURZWK WKURXJK
Q Q .]I?—| I_I!)Q I%URYH FDUH URXWLQHV WHE

PDWXULW\ IRFXVLQJ R IRXU SULRULWILIDWF VWADUE W
2I1ITHU VXSHULRU SURGXFWYV ZLWK LUUHDYQL)G\I\II:)LUHU UHUG Q VI\Q LA A = MELRBHULRG ZH ZLOO F b%ﬁ RQ WK

HU
RI FDUH G DFFHVV GU
EDFNHG E\ FOLOLFDO HYLGHQFH DQ OVD@EHDEBRSVERQG DIXYEQJ VKDUH JURZWK DQG GHOLYHULQJ

IRU RXU XVHUV KHDOWKFDUH SURIHVWKKRDBRYWLAX$P \RIUKD UH

G
SHQHWUDW
i

HQVXULQJ DGKHUHQFN X5 P WDLQ RXU OHD
SURYLGH LQGXVWUY OHDGLQJ VHUY'D'_QHGV LQQ W'féljgi‘ﬁ'f? FISQWLQXRXVQL;&ngffmvHsFﬁ\%ﬂHeueDvafHJVSiXLIJﬂV\\//WU]I}/(BQQ?I$RSI;HRQWIZX—N;;\;VE[RgRIl$:/§gQIJ DISRYH WKH Fl
VROXWLERQVY JLVEQJ RXU EXVWRBHUY Win EFv W RlSAULAVEH yH WR EHFRPH WKH SQUHlHSUHGDWKRngHgHKLR\/SW\LQ YHUDJLQJ RXU LQQR"
DQG KHOSLQJ WKHP HDVH WKHLU E:,Q (PHUJLQJ PDUNHWYV zH IRFXV RQ EX[3GH Y Wik N

RAXKUU LFFOH GLUHFW EXVLQHVVHV
/JHYHUDJH RXU VWURQJ FRPPHUFLD(IRXQGDWLRQ IRU FDUH DQG DFEFHVV , Hﬁ':? %FHL?/&UQ’QJR\E%LF%’J\{)/XRS:\U'L‘SVUV'\'/LV;& R@RRNJ\TBHv\SSE\fO DO (XURSH 7?<H 8 7
DQG UHWDLQLQJ XVHUV DQG GULYLDFFHOHUDWH DGRSWLRQ VWUHQJWKH Y BEREDH YT 5%&" QJ % ) ® KQ

\f,ﬁHV\(,l‘A(S KRV Y VR, GULYH YDWOKMUXISUV EGIOR ZDWIGH (XURSHDQ DYHUDJF

DGKHUHQFH LQWURGXFH LQQRYDWLRQV WKDW UDL A U\ OHDGL J VWD OGSURY LiQH QX S5 R B HOBIO G
$FURVVY DOO PDUNHWYV ZH SDUWQHU ZLV\y\k Q Q Q

‘H HQWHU WKH ,PSDFW VWUDWHJI\ SHSURIHVVLRQDOV NH\ RSLQLRQ OHDGHY)V FV\';'IYHW XVHU bQG KHDOWKFDU'}\?%ﬁIH&W%Q% PSDFW VWUDWHILF S
RI VWUHQJIJWK DQFKRUHG LQ D GLIIHUDVVRFLDWLRQV DQG SD\HUV WR GHILQKHVSED QEBPWHIWH QWY XRMU ODUJIHVW JURRQXHH SESR OWDWRULZOWRQWULEXWRU V
SRUWIROLR DQG D SURYHQ FRPPHUFL UHLPEXUVHPHQW DQG HQVXUH DFFHVY WRUKIEHM VYKDOHW\ YHUVXYV IO REDORAIAWK 3HUIRUPDQFH GXULQJ 6WU
H[SDQG RXU SRUWIROLR IXUWKHU LQ VROXWLRQV ,Q RXU ODUJHVW PDUNHWW DWKHVR. 28§ DEDRNWN WKH SDWLHQWUSDWHEZWLQQ® INONB&® FRQVXPHU VHQWLPFE
WKURXJK WDUJHWHG OLQH H[WHQVLR DQG *HUPDQ\ ZH FRPSOHPHQW WKLV WKWRX3IKUHWWRWBHWHRPPHUFLDO H[HFRRERQYLWRSUWRYWHEVVXUHY DQG ZH GR QF

GUD
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ODQDJHPHQW WoXH/SRWIWEKURPLF &DUH VWUDWH J\

UHFRYHU\ WRZDUGV :KLOH ZH UHPDLAO FRHP RIQVWHDE® WMR) DGRSWLRQ WKU VWDQGDUG RI FDUH DQG DFFHOHUDWIFRPPHUFLDO PRGHO LV D NH\ GLITHUHQWL
VHUYLQJ WKH &KLQHVH PDUNHW ZH KBYRIWWYHDPDA PG RMHPHQW DQG OHYDFURVYVY GLYHUVH KHWOWKFDUH VA\VWFSHUVRQDOLVHG VXSSRUW DQG EHWWHU R

RUJDQLVDWLRQ WR DOLJQ ZLWK WKH @N¥ LRDHMWH&RBHDWALVOHGBGQEDO WR GHOLYHU VXSHULRU VHUYLFH
%RZHO &DUH 8QGHU ,PSDFW ZH ZLOO EXLOG RQ WKH

HQVXUH D VXVWDLQDEOH IRFXVHG SUBHQE K6 SRUW 7KH XSFRPLQJ ,& FRGP,'Q”_‘"/(;ﬁ'ZII-DlO <DUH XU DPELWLRQ LV WRyRDEFHORUBWE PDURHW SHQHWUDWLRO

H
LOQWURGXFHY GHGLFDWHG FRGHYV IRU ¥}/ HID Skt Mt o & DA L g b e - Al
&RQWLQHQFH &DUH Q ZH UHGHILQH PDUNHW OHDGHUVKLS :XgVHUYAG SDWLHOW SRSXODWLRQ LQ ER
UHLQIRUFHV WKLV GLUHFWLRQ DQG S'sRY'NHW Vb0 A 1'0"Dd FdV
,QWHUPLWWHQW FDWKHWHUV N JH L

(2]
o-r

T T P S N I RN

LQJ ' FORVHO\"ZLWK KHDOWKFDUH SU

OVWUDWLOJ " WKH YDOXH RI WUHDWP
55

AL AL VZir N

n
H . HWUDOVY L o o oo QD FDWHJIRU\ ZRUWIBSTNHWY TR UHIHU WR WKLV DV WKH ODL
/XMD, RXU QHZ LQWHUPLWWHQW FowHWHY YRvRFE B EYR KR JYK QVLEYSESLRQ A\HW Wk H
C CDIlI\A N1 \AI\
RJU
N
PLOHVWRQH LQ &RQWLQHQFH &DUH 7&HWHRKIRIRGRANY IRU XVHUV LQ WKE BVHORSHG PD'UNHWY 2XU VWUDWHI',)
H
. QFH ' 'DOG OHYHUDJLQJ RXU FRPPHL

DUNHW UHPDLQV RESRUWKGLWL TH' BLP WR FRQYHUW WKH
=RQH 7HFKQRORJ\ UHSUHVHQWV RxU PRYWRANWHRED S/ XMD WKLV FUHDVEY, Y4 ETGHP CLEVMULVLQI SUSYRZWK BV GUIYLIGT SAQHWUDWLRQ ZLWK
LQQRYDWLRQ LQ D GHFDGH DQG PDUNY B WUDEUIWEHRWR X OHDGHUVKLS SDF‘é'd"é'L?/anFre‘é"g T QVLRQ RSSRU'SYRENEW SRUWIRGLR H[SDQGLQJ DFFHV\

UN

GHVLIQHG WR UHGXFH WKH ULVN RI xUP8EBCRUDFW LQiHFWLROQV VHIPHQWY ZLWK WKH LQGXVWU\ V PR\G'YBR

DGGUHVVLQJ RQH RI WKH ELJIHVW XQT3 (XORSA 'ZH DLP WR VXVWDLQ RXU (SRUWIROLR EXLOG VWURQJ FOLQLFDRGY 'S
LF

LQWHUPLWWHQW FDWKHWHU XVHUV  DOG FROWLOXH JURZLQJ DERYH WKH [DFFHVV DQG SULFLQJ UHILQH RXU JREHOLYHU D'VXSAUCRU HM[SHULHQFH DQG L

FRPSHOOLQJ FOLQLFDO HYLGHQFH WKWKLY™ZH 2100 OHYAUDIH RXU LQQRY SURYLGH SHUVRQDOLVHG VXSSRUW WR LPSURYH UHWHQWLRQ

VWUHQJWEK  :LWK PDOH DQG IHPDOH YGLUHFW EXVLQHVVAV H ZLOO DOVR FR7Y 388 WK GREAGW RSHQLQJ RI (RRORSODVW DLPV WR VHW WKH FOLQLFDG
pQG UHVSHFWLYHOLV /XMD LV VEHYHORSPHOW LQLWLDWLYHV DLPHG B PEXUVHBHOW FUHDWHY D PXOWL \7UDFKHRVWRP\ FDUH DQG EHFRPH WKH Sl

JOREDO VWDQGDUG RI FDUH LQ LQWH SHQHWUDWLRQ DQG FRPSOLDQFH H ‘(WG SEFRVY' BY DS YHGLFDUH FFWKURXJK D IX00 HQG WR HQG RITHULQJ 7

O WKH ,PSDFW VWUDWHJILF SHULRG RIJURZWK LQ (XURSH VXFK DV *HUPDEI\-HgI'?':IID:Ii'TI-l 50JLEOH IRU WUDQVDQDO LIDWWUDFWLYH ZLWK PLOOLRQ DQQXD

S
LOWHUPLWWHQW FDWKHWHU JURzwWK FPPUNHW VKDUH LV EHORZ WKH (XURSHSHURUHSUHWVHQWY OHVV WKDQ  RI FRI SDWLHQWYV XVLQJ SURGXF\8V EH\RQG V
SUHIHUUHG FKRLFH IRU FRQVXPHUV DG (PHUILOIFDUNHWY RXU IRFXV LV LQ WKH 86 DOWKRXJK ZH KROG QHD UM\ JQLPLADNHWXQUDI$ISHG +0( SRWHQWLDO

..... ~ -

LQFUHDVLQJ DFFHVV DFURVV NH\ XVHRK\GURSKLELF FRDWHG LQWHUPLWWHQLQ WKLV VHIPHQW :LWK WKH QHZ UHUPEXRVWHPB@WMIIDW '.. ELOOLRQ JURZL
JHRJUDSKLHV WKURXJK PDUNHW DFFHBGEGGHVVIYT VWU XFWXUDO EDUULHUVHISHFW WR XQORFN D ORQJ WHUP YR OXPOREBODVUWX ERWQ\GW D JOREDO VKDUH RI

ZKLOH SURYLGLQJ SHUVRQDOLVHG VXET OLPLWHS EOLOLEDSO B DQG DZDUHQHVV WR GULYH DGRSWLRO _SRVLWLROLOJ %RZHO |
Q Q EVOLPLWHG FOLQLFDO BD2DUHQHVY 1LPQG DzDUHQ 2X0 VWUDWHIV LV WR WUDQVIRUP FDUH E
VIHQ)\WWHQDGKHHIFHDQG Q) WP RARRP HY % UHLPEXUVHPHQW VIVWHPV DQG ORZ [&DUH DV D PRUH PHDQLQJIXO FRQWULERW R K1 HU W

K LFH
JRALPEXUVAPHQW VIVWHPV VXESHULRU SRUWIROLR GHILQLQJ HYLGHQ
HIHFXWLQJ RQ WKHVH SULRULWLHV 2BGYDQFHG WHFKQRORJILAV "2XU VW UDYRH PyW DY AR Yy VA Y He b U H ZLWK KHDOWKFDUH SURIHVVLRQDOV DQG
FUHDWH D QHZ VWDQGDUG RI FDUH ZLEKD O] I
Q Q FKDOOHQJHV WKURXJK WKUHH OHYHUYR |\ 3 W PR -5 © UROORXW RI WKH LQGXVWU\ V ILUVW LQW

7KH 86 UHPDLQV D NH\ RSSRUWXQLW\ YWRQGDUGY WR GULYH DGRSWLRQ H[ERORSGDVW LV WKH PDUNHW OHDGHUWRH FRGWLOXXF RTFDUH IURP KRVSLWD

GV W
ZKHUH ZH KDYH SXUVXHG D ORQJ WHUYHLREXUVHPHQW DQG IXQGLQJ SDWKZTWK RXU 3URYR['/LTH SRUWIROLR ZHVWUHGIWKHS HITAFXWLRG WKURXJK LQFUH
XSJUDGH WKH PDUNHW IURP XQFRDWHRHZ YROXH SRROV WKURXJK WDUJHWIVWDQGDUG EVRIIHULQJI EHVW LQ FOD'5QG FROWIOXHG GAYHORSPHQW RI RXU J
UHDG\ WR XVH FDWKHWHUV ,Q WKH F,DSSYRDFK SRVLWLRQV XV WR HVWDECEV'VWURQJ FOLQLFDO HYLGHQFH 2XU PRGHBW WR SDWLHQW
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ODQDJHPHQW WoXH/SRWIW&KURPLF &DUH SHUIRUPDQFH

&KURQLF &DUH SHUIRUPDQFH

2VWRP\ &DUH

2VWRP\ &DUH JHOQRWID/MHE VDOHV JUR )URP D JHRJUDSKLFDO SHUVSHFWLYH JURZWK ZDV EURDG
WKH ILQDQFLDO \RDWK UHSRUWHG UHEDVHG DFURVYV UHJLRQV GULYHQ E\ (XURSH PRVW QRWDEO\
.. JURZLQJ BWNR .. PLOOLRQ WKH 8. ,WDO\ DQG *HUPDQ\ DV ZHOO DV WKH 86 7KH 86

UH

GHOLYH G D \HDU ZLWK JURZWK RI DURXQG GRXEOH GLJLW
7KH 6HQ6XUDo OLR SRUWIROLR ZDV WKH FPULU FRUWULEXWRU

SRVLWLYHO\ LPSDFWHG E\ DQ HDVLHU EDVHOLQH GXH WR RUGHU
WR JURZWK ZLWK JRRG SHUIRUPDQFH DFURKYVYYV WKH DURKGXFW

SKDVLQJ ODVW \HDU (PHUJLQJ PDUNHWYV H[ &KLQD DOVR
UDQJH ZKLFK LQFOXGHYV &RQYH[ &RQFUYH DUGL JUDW

FROQWULEXWHG WR JURZWK ZLWK DQ LQFUHDVH LQ WHQGHU
SURGXFWV $W WKH SURGXFW OHYHO bHUbLXUD ULKR &RUYHI UV

DFWLYLW\ GXULQJ VHFRQG KDOI RI LQ VHOHFWHG
WKH PDLQ JURZWK FRQWULEXWRU GULYHU E\ (IXUKSH

PDUNHWY DV H[SHFWHG &KLQD GHOLYHUHG ORZ VLQJOH GLJLW
SDUWLFXODUO\ WKH 8. DQG *HUPDQ\ DUG_WKH 80 (KH

JURZWK DOVR LQ OLQH ZLWK UHYLVHG H[SHFWDWLRQV
6HQ6XUDo0 DQG $VVXUDo $OWHUQDO SKUWIRKULKY FRUWULEXWHG
WR JURZWK LQ (PHUJLQJ PDUNHWYVY ZKHUH WKH\ DUH

DFWLYHO\ SURPRWHG 7KH %UDYDo UDQJH RI VXSSRUWLQJ
SURGXFWV DOVR PDGH D VROLG FRQWULEXWLRQ WR JURZWK ZLWK
EURDG EDVHG FRQWULEXWLRQ DFURVV DOO UHJLRQV PRVW
QRWDEO\ WKH 86 DQG (XURSH GULYHQ E\ WKH 8. DQG

*HUPDOQ\

7KH 6HQ6XUD OLR SRUWIROLR ZDV VWUHQJWKHQHG ZLWK WKUHH
QHZ SURGXFW ODXQFKHV LQ PRVW QRWDEO\ WKH

6HQ6XUD OLR EODFN EDJV DQG D QHZ SLHFH 6HQ6XUD

OLR RIITHULQJ UHOHYDQW IRU WKH 86 DQG VHOHFWHG (XURSHDQ
PDUNHWY 7KH ODXQFKHV DUH RIl WR D JRRG VWDUW DQG
PRUH YDULDQWY RI WKH QHZ SURGXFWYVY DUH H[SHFWHG WR EH
ODXQFKHG LQ WKH FRPLQJ TXDUWHUYV

JHRJUDSKLFDO
UHYHQXH VSOLW

EQ

5HSRUWHG UHYHQXH
LQ '.. IRU

2UJDQLF JURZWK

SHSRUWHGLIURZWK
5HSRUWHG UHYHQXH LQFOXGHG D QH
HIIHFW IURP ); UDWHYV

B (XURSHDQ PDUNHWYV
@ 2WKHU GHYHORSHG PDUNHWYV
(PHUJL@URHWYV
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ODQDJHPHQW WoXH/SRWIW&KURPLF &DUH SHUIRUPDQFH

&RQWLQHQFH &DUH

&RQWLQHQFH &D RUJDQLF VDOHV JURZWK
IRWKH ILQDC ZLWK UHSRUWHG UHYHQXH
LQ '.. JURZ WR PLOOLRQ

/XMD, &RORSODVW V QHZ LQWHUPLWWHQW FDWKHWHU ZLWK D
OLFUR KROH =RQH 7HFKQRORJ\ ZDV WKH PDLQ JURZWK
FRQWULEXWRU GULYHQ E\ WKH PDOH FDWKHWHU LQ (XURSH
PRVW QRWDEO\ WKH 8. J)UDQFH DQG *HUPDQ\ DQG WKH 86
/XMD IRU ZRPHQ DOVR PDGH D VROLG FRQWULEXWLRQ WR
JURZWK 7KH UROORXW RI /XMD IRU ZRPHQ ZDV FRQFOXGHG
LQ $SULO 7KH SURGXFW LV QRZ DYDLODEOH LQ

PDUNHWYV DQG KDV EHHQ YHU\ ZHOO UHFHLYHG E\ XVHUV DQG
KHDOWKFDUH SURIHVVLRQDOV 7KH 6SHHGL&DWKo UHDG\ WR

XVH K\GURSKLOLF LQWHUPLWWHQW FDWKHWHUY DOVR FRQWULEXWHG

WR JURZWK 6DOHV JURZWK LQ WKH 6SHHGL&DWK SRUWIROLR
ZDV GULYHQ E\ WKH VWDQGDUG FRPSDFW DQG IOH[LEOH
FDWKHWHUY OHG E\ WKH 86 DQG (PHUJLQJ PDUNHWYV
SDUWLFXODUO\ /$78%0

%YRZHOKRBDGH D VROLG FRQWULEXWLRQ WR JURZWK GULYHQ
E\ BHULVWHHQoO 30XV LQ (XURSH ZKLOH WKH JURZWK
FROQWULEXWLRQ IURP &ROOHFWLQJ '"HYLFHV ZDV PRGHVW LQ
IXOO

JURP D JHRJUDSKLFDO SHUVSHFWLYH JURZWK ZDV EURDG
EDVHG ZLWK VROLG FRQWULEXWLRQ IURP (XURSH GULYHQ E\
WKH 8. JUDQFH DQG *HUPDQ\ DQG WKH 86 (PHUJLQJ
PDUNHWV DOVR FRQWULEXWHG WR JURZWK GULYHQ E\ /$7$0
ODUNHWV ZLWK UHFHQW UHLPEXUVHPHQW RSHQLQJV VXFK DV
3RODQG -DSDQ DQG 6RXWK .RUHD FRQWLQXHG WR SHUIRUP
ZHOO DQG SRVWHG GRXEOH GLJLW JURZWK

JHRJUDSKLFDO
UHYHQXH VSOLW

EQ

SHSRUWHG UHYHQXH
LQ '.. IRU

2UJDQLF JURZWK

S5HSRUWHGLIJRZWK
5HSRUWHG UHYHQXH LQFOXGHG D QH
HIITHFW IURP ); UDWHYV

s (XURSHDQ PDUNHWYV
™ 2WKHU GHPBOR8MWE
(PHUJLQJ PDUNHWYV
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O9RLFH 5 HVSLUDWRU\ &DUH

¢CRLFH 5HVSLUDWRU\ & RUJDQLH WDWHES
JURZWK IRU WKH ILQDC 5HSRUBHG
UHYHQXH LQ '.. . WR 'E\ PLOOLRQ LQ
OLQH ZLWK RXU DFTXLVLWLRQ FDVH

/I DU\QJHFWRP\ GHOLYHUHG KLJK VLQJOH GLJLW JURZWK LQ IXOO
\HDU *URZWK ZDV GULYHQ E\ DQ LQFUHDVH LQ WKH
QXPEHU RI SDWLHQWY VHUYHG LQ H[LVWLQJ DQG QHZ PDUNHWYV
DQG DQ LQFUHDVH LQ SDWLHQW YDOXH GULYHQ E\ WKH 3URYR]
/ILIH SRUWIROLR 9RLFH 5HVSLUDWRU\ &DUH V SURGXFW OLQH
ODXQFKHG LQ ZKLFK DOORZV IRU D SHUVRQDOLVHG

UHJLPH

7UDFKHRVWRP\ GHOLYHUHG GRXEOH GLJLW JURZWK GULYHQ E\
VROLG GHPDQG DQG DQ LQFUHDVH LQ WKH QXPEHU RI
SDWLHQWV VHUYHG

JURP D JHRJUDSKLFDO SHUVSHFWLYH JURZWK ZDV EURDG
EDVHG GULYHQ E\ (XURSH DQG WKH 86 ODUNHWYV ZLWK
UHFHQW UHLPEXUVHPHQW RSHQLQJV VXFK DV 3RODQG DOVR
PDGH D VROLG FROWULEXWLRQ WR JURZWK DQG JUHZ GRXEOH
GLJLW

7KH LQWHJUDWLRQ RI $WRV OHGLFDO LV SURJUHVVLQJ
DFFRUGLQJ WR SODQ DQG ZLOO EH ILQDOLVHG LQ

JHRJUDSKLFDO
UHYHQXH VSOLW

EQ

5HSRUWHG UHYHQXH
LQ '.. IRU

2UJDQLF JURZWK

SHSRUWHGLIURZWK
5HSRUWHG UHYHQXH LQFOXGHG D QH
HIIHFW IURP ); UDWHYV

B (XURSHDQ PDUNHWYV
@ 2WKHU GHPPORBMWW
(PHUJLQJ PDUNHWYV
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ODQDJHPHQW V/65H/SRBIWS®UEWURGXFWLRQ WR $FXWH &DUH

$Q LOWURGXFWLRQ WR $FXWH &DUH

$ F XW H & D U H F R P P H U PELDEGYEP)R—I@ F.IJ@VVLQJV DQG ELRORIIWVWYUSIWRWKBWVSDWHHQWY DUH QRW LQERRYUHDIWANQ FRIG EQ LPIDXMWELVV XH [URP G

ERWK XVHG IRU WKH WUHDWPHQW RI EBXFQBRVXUN(LV LQFOXGHV D [HQRJUDIWYV ORVW [HQRURBRAYFDQH GH L
$FXWH &DUH LV RXU QHZO\ IRUPHG EXYLQHY Y XREWR XSS \sHY FKURQLE ZBXOGY, V\C/BLRDOELHRWFLH?: IBRW.\ o1 win eupRY ERYLQH VNLQ ZKLOH .HUHFLV LV WKH
UGV YWLUWDLUO bLULFRK
LRQFOXGHV :RXQG 7LVVXH S5HSDLU DQGqHQWRY WHQ{WKKRCPPs xoFHUV SUHVVXOH “XQFHUY hER XY UNEWAV'SUREXFWY EDVHG RO ILVK VNLG
SURORJ\ Dq/ GYDC% HPGGUHVVLQJ ZLWK D '")LW rHFKURUKUJ\
ZRXQGV VXUJLFDO DQG WUDXPD ZRXQGV DOG EXUQ
. . UPRUH VSHELILE ELR%RDWDLO 6XSHUDEVRUEHU %LDWDLQ7KH SDWHQWHG ILVK VNLQ WHFKQRORJ\ W
'Q $FXWH &DUH ZH VHUYH SDWLHQWYV ﬂﬁ‘gﬁw\; z‘ggggQWDWLRQ WR UHLOIREEE IO n 2kHun GHYHORSHG LV JHQWO\ SURFHVVHG FOLQ
WHPSRUDU\ FRQGLWLRQV ZLWKLQ WUHDWRHIG VXVWDLQDEOH DQG VFDODEOH 7KH DEVFH
FKDUDFWHULVHG E\ SUHPLXP SURGXFWHKDNQHYW MMM WwKK@DYVHG WISLFD(7RGDY &RORSODVW LV SUHVHQW LQ MU OVELYVIRO ULVN TURP FROG ZDWHU |
BURORJ\ ZLWKLQ 0HQ DQG :RPHQV KHDUMIEXEWK BURGRMHAYWHG LQWR WKHPDUNHW LQ (XURSH DQG (PHUJLQJ 00 N P R R A
W DODEKRQEH G GUHVVLQI WR HOSUHVHOFH LO WKH 86 GUHVVLQJY pDUBGQRZY TRU JHGW SURFHVVLQI SUHVHUYL
IN T VV LY ULFLVWMOO
VXFK DV & RORSODVW V SHQLOH LPSODL Qd VWUXEWXUR DS FRPSRQHOWY RI WKH VN

ODXQFKH(, |QWIVBADHVYV XULQDU\ LQFRRRALVIMFIHHOWKHO RQ WKH ZRXQG PDNLQJ WKH .HUHFLV DQG
.HUHFLV ILVK VNLQ SRUWIROLR DQG FRORPRRROEVGSRYVWIBHLRYV D JRRG PDWFK 7KH ELRORJLF

7KH SURGXFWV DQG WHFKQRORJLHV DYWRBKWHFWVPVEHHFEYRYEHEG RYHU WLPH LQ WKH KXPDQ ERG\
FOLQLFV RU LQ WKH KRVSLWDO VHWWPQRS RKHUYHYHYRYIDMARGDIYBP WKH ZRXQG

FOLQLFDO RXWFRPHV DUH FULWLFDO

HOHPHQWY VXFK DV SURWHLQV HODVWLZQ
VWUXFWXUHY UHPDLQLQJ LOWDFW 7KLV !
WKDW LV KLIJKO\ VLPLODU WR KXPDQ VNLC
HQDEOHU RI LPSURYHG ZRXQG DQG WLVV)
,Q WKH ILQDQFLDO \HDU &RORSODVW GLYHVWHG LWV GRFXPHQWHG E\ D FRPSHOOLQJ ERG\ RI F

6NLQ &DUH SRUWIROLR DV SDUW RI D VWUDWHJILF LOQLWLDWLYH WR
7KH FRPELQDWLRQ RI JHQWOH SURFHVVL(

‘RXOG ZLVVXH 5HSD ll”UPSOL'\ EXVLQHVV RSHUDWLRQV DQCo BWBLG0 6x¢ IRU"WKH PDQDIHPHQW Lo i[SQuLYH UDZ PDWHULDO UHVXOWV L
. Q YROXPHV RI H[XGDWH ODXQFKHG LQ /|| | HQw PDQXIDFWXULQJ VHWXS ZLWK
‘RXQG 7LVVXH 5HSDLU LQFOXGHV WKydhip BXWeQHMMHM g v DURXQG $QRWKHU EHQHILW RI WKH Wt
DGYDQFHG GUHVVLQJIV ELRORJLFV DQG i RIWBBEWG zRXQG GUHVVLQIV VHJ/I%LHRQOV\?JFLRFVVLUVL\J/'\*/FRHV VLPSOH ORJLVWLFV_ 7KH SURGXFWV FDQ |
PDQXIDFWXULQJ $GYDQFHG GUHVVLQERELEWKH @R YRAEE HixcDwWH PDQD]HIy W ORILFV WLVVXH VHIPHQW FROYLBEHUDWKUH BQE KDYH'S 0rRQJ vKHOI «
EXVLQHVV DFFRXQWLQJ IRU DURXQG RI WKH WRWDO FWV ZKLFK DUH XVHG WR PLPLﬁL‘g‘E)B(')\"V?/K“H”\TVHFKQRORJ\ LV VEDODEOH
'RXQG 7LVVXH 5HSDLU VDOHV ZzKLOH EAHORPDROIVGRRLVW ZRXQG HQYLURQPWQWQSR’RKKGHQ WLVVXH DQG WKXY MXF RN 'E T2 DG H IURP WKH VDPH SURI
VHFRQG ODUJHVW EXVLQHVV DFFRXQWK@J&MY)%ERQ@GWLR@lV IRU RSWLPDOFORXQYG K IHDRQGLWIVIRWWHSDLU ZLWK GLIIHUHQFHV LQ WKH IRUP IDFWRU

VDOHV 7KH UHPDLQLQJ RI VDOHV DRUHBRLL VIRX QEPFRRIWDLQ H[XGDWH '-§ YDU\'-QBJ DP\BXQH\SV,;/HQW LV 86 FHQW ZRXQG W\SHV DQG FOLQLFDO VHWWLQJV

FRQWUDFW PDQXIDFWXULQJ RI soDVWHRE RY EOMMWHUNPRIEY HIFHVV HIx DM 2R oﬁ LR VHPHQW D GHYHORSHG D EURDG SURGXFW SRUWIRO!
FROG VRUHV PDLQWDLQLQJ D PRLVW KHDOLQJ HQYI]E-L{?i) 'E/'F? W L%‘é5§ %W%&WKH 86 7IW\SHV DQGHRBAY @Y DQG ZLWK WKDW DC

SHUL ZRXQG VNLQ LV HDVLIRU FOLQLERD RJLFV gURG FW§ DUH EDVHG RQ Wi WAEKY XRPBQWVER WHIHRULHV
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ODQDJHPHQW V/65H/SRBIWS®UEWURGXFWLRQ WR $FXWH &DUH

'RFXPHQWLQJ WKH VWUHQJWK RI WKH |L(2|<V\yrHQJVYH|E| ARPRPR QD O 8 U'RWBYR JAPHQ V +HDOWK ZRPHQ DUH VQUHD WARGOIRSOSNGNY OB XQFKHG LWV ILUVW
WKURXJK FOLQLFDO GDWD LV D NH\ GLIINUHQWLDWRU DQG DQ RUJDQ SURODSVH DQG VWUHVV XULQDWK HQFRQWIXPHQEMU ODVHU &RORSODVW
LPSRUWDQW JURZWK HQDEOHU .HUHF&G&BICPRYHIW kPG VHQW LQ WKUHH VEJRYQYY REWIEbHQ DiHG UHSRUWXUJLFDO WUHDWPHQW RI NLGQH\ VWRQH

FOLQLFDO VWXGLHV RQ WKH HIILFDF\ CQETENERWWRRROLAHRARLK PDUNHW  QHQLY) HEPOWY sSRBYRFYRUIDQ SURODSVH VIPSWRPY $Q

VNLQ JUDIWV LQFOXGLQJ ILYH UDQGRPIRAWK R REFRE »ODGGHU +HDQWKy | ppwHec RI ZRPHOQ VXIIHU IURP VWwuHvy RY BISHEW WR HQ\:VHU b IRXUWK
VWXGLHV ZLWK D VWURQJ RQJIRLQJ FOLRKED B WHORSEWRWULPDULO\ D 8& EXURBHVYFRAWLRAHRFH RPHQ V FHDOW c RUGWOHREHY 28% VHIPHQW
SURJUDP LQ SODFH WUHDWHG IRU HUHFWLOH G\VIXQFWLRBUBYR®QG Rl RQAWHYYHQWLRQDO 8URO \J/K"\\//D

%
7KH ODWHVW VWXG\ QDPHG 2G6LQQ zBOVXEoLVRREVN §OC HISHULHQFH PRGHLDWH W WHYHYE RPHQ vV +HDOWK ZUW KIS
2FWREHU 7KLV LV WKH opuJHvw UBEEMHQMEVWVIXQFWLRQ 0HQ V +HDOWK \DFFRX QW VplRYpRUWRYEYH PHGLFDO @HSHF

W M
FRQWUROOHG WULDO SHUIRUPHG WR GDWH RY Mo & WKRRBAVHPRORIVVDOHV b owK EXVLQHVY LQFOXGHY SHQLOH )L(BSDO%)\;\?
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WV IRU PH ZL WK

2 LFLSDWHG%QWU\ LQWR WKH RYH
ZRXQGV ZLWK ELRORJLFV 7KH VDPSOH VL]H ZDV VHYHUH LPSRWHQFH WKDW FDQQRW EH WUHDWHG ZLWK GUXJV

PDUNHW 71 OO0 VLJOLILFDQWO\ LQFUHDVH
SDWLHQWY DFURVV FDUH FHQWHUV LQ IRXU FRXQWULHV 7KH 7KH NH\ EUDQG LQ WKH OHQ V +HDOWK EXVL(?NHVV LV 7L D%VO

PDUNH 7KH PDUNH IRU WKLUG OLQH W
VWXG\ IRXQG WKDW WUHDWPHQW ZLWK .HUHFLV ILVK VNLQ 7TRXFK DQ LQIODWDEOH SHQLOH LPSOD'_QW g :RPH V +HDOWK

DFWLYH EODGGHU LV HVWLPDWHG DW DUF
JUuDIWV ZDV VXSHULRU WR 6WDQGDUG RI &DUH 6R& LQ &RORSODVW PDUNHWY YDJLQDO VOLQJY XVHG WR UHVWRUH

ZLWK KLJK VL?_'JOH GLJLW JURZWK
SURSRUWLRQ RI ZRXQGY KHDOHG DW ZHHNV DQG zZDV FROQWLQHQFH DQG VIQWKHWLF PHVK SURGXFWV XVHG WR WUHD
DVVRFLDWHG ZLWK IDVWHU WLPH WR KHDOLQJ D ZHDN SHOYLF IORRU .H\ EUDQGV ZLWKLQ WKLV VHIPHQW DUH

$OWLVo DQG 5SHVWRUHOOHO

LWKLQ .LGQH\ %ODGGHU +HDOWK &RORSODVW RIIHUV

VROXWLRQV IRU NLGQH\ VWRQH GLVHDVH EODGGHU GUDLQDJH

YRLGLQJ G\WWIXQFWLRQ DQG SURVWDWH GLVRUGHUV 6ROXWLRQV

LQFOXGH IODJVKLS EUDQGY WKDW SURYLGH FDSLWDO HTXLSPHQW
Z’LDV(\SDD?I?IP?{%VIIIQR!?a\L/JV}-Ei)FEV(\aLHOSHHg\LVOIQQLvaiLB V\{DIII—RF&JP\gl}jHKHQVLYH SRUWIROLR RI VLQJOH XVH GHYLFHYV

7KH VHIPHQW DFFRX RIIRU DURXQG

,QWHUYHQWLRQDO 8URORJ\ VDOHV

6XUJL&(LQWDFW ILVK VNLQ LQWHQGHG IRU WKH
PDQDJHPHQW RI WUDXPD ZRXQGV DQG VXUJLFDO ZRXQGV
LQ WKH RSHUDWLQJ URRP

JRU PRUH LQIRUPDWLRQ RQ WKH 2GLQQ VWXG\ SOHDVH VHH ,QWDFW )LVK 6NLQ
*UDIW WR 7UHDW 'HHS 'LDEHWLF )RRW 8O0FHUV _ 1(-0 (YLGHQFH
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ODQDJHPHQW VAXH/SRWIWY $FXMH &DUH PDUNHW

SFXWH &DUH PDUNHW

'RXQG 7LVVXH , OQWHUYHQWLRQDO
SHSDLU S8URORJ\

EQ *OREDO PDUNHW EQ *OREDO PDUNHW
ODUNHWJIWIREDOO\ LQ '.. E\ UHJLRQ ODUNHW ®RBEDOO\ LQ .. E\ UHJLRQ

$GYDQFHG GUHVVLQJV %LRORJLFV

ODUNHW JDRDWEB OO0\ ODUNHW JD@R@WIXO O\
$GYDQFHG GUHVVLQJV %LRORJLFV
a
ODUNHW SRVLWLR@REQGOAKDUH ODUNHW SRVLWLR@QREQGOAKDUH
5HIJLRQDO PDUNHW VKDUHV $:' 5HJLRQDO PDUNHW VKDUHYV
@ XYRSHDQ PDUNHWYV [ | (XURSHDQ PDUNHWYV
[ ] 2WKHU GHYHORSHG PDUNHWYV [ ] 2WKHU GHYHORSHG PDUNHWYV
(PHUJLQJ PDUNHWYV (PHUJLQJ PDUNHWV
6RXUFH &RORSODVW ODUNHW VL]H IRU $GYDQFHG '"UHVVLQJV B@EU%HR(&R@LR:S/ODVW
[ODUNHW FKDUDFWHULVWLFV ) KODUNHW FKDUDFWHULVWLFV )
ODUNHW JURZWK GULYHQ E\ DJHLQJ SRSXpDwW ODUNHW JURZWK GULYHQ E\ DJHLQJ SRSX
,Q DGYDQFHG GUHVVLQJV &RORSODVW LV IRF .LGQH\ %ODGGHU +HDOWK PDNHV XS
VLOLFRQH IRDPV JURZLQJ JHOOLQJ |LEU VSOLW DOPRVW HTXDOO\ EHWZHHQ OH
$GYDQFHG GUHVVLQJY FKDUDFWHULVHG H\ OR OHQ V +HDOWK DQG :RPHQ V +HDOWK DUF
GLIIHUHQWLDWLRQ SULFLQJ SUHVVXUH DQG FKDUDFWHULVHG E\ D OLPLWHG QXPEHU |
%LRORJLFV PRVWO\ D 86 PDUNHW UHPDL .LGQH\ %ODGGHU +HDOWK LV IUDJPHQW
%LRORJLFV D PRUH FRQFHQWUDWHG PDUNHW
7KH GUHVVLQJV PDUNHW VL]LQJ LQFOXGHJV 6N
\§ J - J
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ODQDJHPHQW WoXH/SRWIWY $FXMH &DUH VWUDWHJ\

SFXWH WWUBWHJ\

LWKLQ $FXWH &DUH ZH RSHUDWH LQ PR\PEUQBWLRER RQ@WHFKQRORJIJLHYV DQ®GLIQWD O HARDQMWHL RQVZVZ KWDKQ G SUR | LWBBIRYIHNVS WR S WROYEHFCHQW *URZWK LQ WK
VWUXFWXUDOO\ JURZLQJ PDUNHWYV ZLWXYBD WVWRPHQQHNGLYDE XHQRI DSS GHY H O RXSPGHUNS MWORQ AR Q) HFFIW/ FALISKD LQH G H [H F XWAKISFE@R URMCH.® IERD/MOKHYW & KQEXIP ILEHU ODVH

PRUH WKDQ '.. ELOOLRQ RI ZKLFK :RSQREGXFMW/ WOMHY F\FOH GHHS LQWR FX/QWR PHUWURMG LQORYD@ARQ HQJIJLQH 'ULYH DQG D GLVFLSOLQHG DSSURDFK WR

5HSDLU LV .. ELOOLRQ DQG ,QWHUERRONQRIPWD Q7 SWARWRIPY DQG RSHUDWLQJ SURFHVVHV :H ZLOO PDQDJHPHQW

ELOOLRQ ODUNHW JURZWK LV \PRIBRIUMKHGWER LQQRYDWH LQ H[LVWLQJ Qwﬁf&??"v@mﬁﬁoéﬁb 8 U:R O EOJROWLOXH WR SXUVXH SRUWIROL

GHPRJUDSKLF WUHQGYV VXFK DV DQ DJBIHD RORYXZBEWAR M BO@@GLQJ JOREDOOC\E\OH JU'g

OLIHVW\OH UHODWHG FRQGLWLRQV DORPEVQBE LQFWHDWUREWXUH &RORSODVW V VWUDWHJI\ LQ ,QWHUYH%WLDR%LDFO"&? IRV LR ERREW HOHFWLYH E

GHPDQG IRU DGYDQFHG DQG HYLGHQFH EDVHG WUHDWPHOW RO WDUJHWHG SULRULWLHV IRU HDFK' HW&#%\ESDFW SHULRG ,QWHUYHQWLRQ
D JHRJUDSKLFDO SHUVSHFWLYH KH VWUDWHJV LV H[SHFWHG WR GHOLYHU PLG WR KLJK VLQ

URP
VROXWLRQV LQ KRVSLWDOV DQG VXUJ{FDO VHWWLQJV
Q Q Q IRFXVHG RQ EXLOGLQJ 86 PDUNHW VKDQH HRUVWHHKIHD 6 WKE VOKIHG IRFXYV LV RQ PDBNHQYXGHYUHORGK HQW SURILWDELOLW\ LF

SRUWIROLR ZLWK 1RUWK $PHULFD H[IHFWHQGQRR DWERRQIDIRWLFXODUO\ LQ WKH SHQLOH SURVWKHVLV

: RXQG 7 LVVX H 5 H S D LDEJ?XQG Rl WRWDO UHYHQXHV E\ WKH IHPHQW| AKHUH &RORSODVW LV H[SDQGLQJ WKH SDWLHQW

VWUDWHJI\ SHULRG IXQQHO WKURXJK LQLWLDWLYHY OLNH &RORSODVW *XLGHG
LWK WKH ZRXQG WLVVXH UHSDLU EXVLQHVV &RORSODVW LV 6XSSRUW DOG D LQQRYDWLRQ URDGPDS VKDSHG E\

FRPELQLQJ DGYDQFHG ZRXQG GUHVVLQGIWKLRQ G LROHFHILFYV DURXQG RIWKEBR VPP P3¢ WL How LOVLIKWY 7KLV DSSURDFK DLPV WR

ELRORJLFV WR FUHDWH D PRUH FRPSUHRKHGWERAVDEELOH UHPDLQLQJ DURX R WYooa HQKDQFH ORQJ WHUP YDOXH FUHDWLROQ

FOLQLFDOO\ GLIIHUHQWLDWHG RIIHULBDWLHWRWVQOF RQIEV 76 /QKRM WR KRVSLV}{§OW \,}( b Q HOWXP LV VWURQJ

5HSDLU 7KH EXVLQHVV LV EXLOW RQ SREREBWOVWHLREXWMDEHRAHNKWEGEULYHQ D DOV SD\ IRU

LQIUDVWUXFWXUH DQG UHSXWDWLRQ ¢ RRBRSHYDIHR EGPHWIY 0YRP GLDIQRVHEY URFITRWW G HEDAMWHKQWI/K/H VWUDWHJI\ FHQWHUV RQ

ODUNHWYV FRPSOHPHQWHG E\ .HUHFLVURPQRANWIDRQF H T RASPQLHV ,Q WKH WXWED RURARQWLRIQIWHKQRXIK WKH DQWLFLSDWHG ODXQFK RI

DQG UREXVW 86 IRRWSULQW $V SDUWYLRE RF Y WHIN R\V A WBlHb YR EXFW VSIRMLUBEIUHLP EXSHMHPHQW)'$ DSSURYDO o @WhEDD GWDEOH 7LELDO 1HUYH 6WLPXC
WR VLPSOLI\ EXVLQHVV RSHUDWLRQV BREGCHUDIHRNIRP SXEOLF DQG SULYDWHGIHW\VXQHOGVWRLRVKHIKWXPULIKPLPDOO\ LQYRYHYRFWXYDB HOHD WEHUDQRYHVWLIDWLRQ
SURILWDELOLW\ ZH KDYH DOVR GLYHWWREWKKEHERQUQGHSHIQGHQW RQ FRQWLUEGXHRY HROA WL YH EODGGHU H[SDQGL(%(JS\W?HHU%HdIH HR SPUHDW PLIRYWFOHDUHG RU

) DQ\ P
SURGXEW SRUWIROLR IXWVLGH WKH 86 ZH VHH VLJQLILFDQ\&)S(%\;\I/?LLRI:?QV\\;Vﬁg(S)DUDWHO\ WKH H[LVWLQJ IQHHQ \Y +?| %W
Q

. (VK vNLO wHELGHYV ¥ ZLQJ HDUO\ VLJQV RI PDUNHW VWDELOLVDWLRQ
7KH VWUDWHJ\ LV WR JURZ WKURXJK LEYRYDGNFHH /#b(R'Q{_WrEL\!HYHUDJL QJ &H\/XR’é?ﬁ?LPV&H EH{?W%yOHUFKLDO LQLWLDWLYHV WR GHIHQG RXU
RITHULQJV DQG WR VHW D QHZ FOLQLFRRUSHUDGR Y U QVLXlq ® QJ &RQRI AR KRY ¥ WQEL&/YV S bLovW FRPSHWLQJ EXONLQJ DIHQWYV

7LVVXH 5HSDLU &RQWLQXRXV LQQRYHPWER® LR DWW UWKUXERWXYHRIDQG FRPPHUFLDO FDSDELOLWLH
. 0,
YVKH JWUDWHIY ZLwWK OPXQEKRIY LR ERVHUSGKRIPEEFE 8RuLRG M H[SHFVMQ 'Ié%?gl_lp\zs:ga%(%%iggR+ZHLDQOJWV\|/<K:TJI-IIDISHHQF\;V[HSFUXRV\(/BLXQFJWDUHFDOO ZLWK
UHVVLQJV DQG %LRORJLFV H[SHFWHG, WR,GHLMAYBEY Wik cHoLYHU DURXPCr 8 6 XESdH B L bk Wy
SLSHOLQH LQFOXGHV QH[W JHQHUDWLRQ SURGXFWYV LR QGH R UHJDLQ FXVWRPHU FRQILGHQFH DQG
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ODQDJHPHQW VY%HSRIUHVYFXWHD&DUH SHUIRUPDQFH

$FXWH &DUH SHUIRUPDQFH

'RXQG /LVVXH 5HSDLU

'RXQG 7LVVXH 5HSDLURUVBHQRUPWBOGHUHWXUQ LQLWLDWHG LQ 4 7KH QHJD'PDUNHWYV 7KH GHFLVLRQ ZDV PDGH LQ UHVSRQVH WR WKH

JURZWK IRU WKH ILQDQFLRBORWHWHG I[IURP WKH SURGXFW UHWXUQ DPRXQW IDLOHG ORFDO WHVW DQG &RORSODVW LV LQ GLDO‘Hj&‘hU?LSVVkF\H}QH
UHYHQXH ZDV 'PLOOLR@GHFUHDVH IURPLOOLRQ LQ VHFRQG KDOI RI WKH \HDDXWKRULWLHVY WR UHVROYH WKH PDWWHU OLWLJDV\PLFbYJHBFE(\HL\ﬁ%Q/LW
ODVW \HDU ZLWK SRLQWYV QHJDWLY PLOOLRQURP4AWKH DUH XQGHUZD\ WR UHSODFH WKH UHWXUQHG SURGXFWV ZLWK

6NLQ &DUH GLYHVWPHQW DOWHUQDWLYH VROXWLRQV

&RORSODVW LQLWLDWHG D SUHYHQWDWLYH UYG YROXQWDU\
5 YHQXH IURP .HUHFLYV DPR>PLOCARUR SURGXFW UHWXUQ LQ 4 RI DOO %LDW7KH QHJDWLYH JURZWK LQ (PHUJLQJ PDUNHWYV ZDV SDUWO\
LQ IXCO \HD ZLWK RUJDQLF JURZWK IGUHVVLQJV LQ &KLQD IROORZLQJ D ORIIVHW E\ (XURSH SULPDULO\ *HUPDQ\ )URP D SURGXFW
*URZWK ZDV EURDG EDVHG ZLWK FRQWKUHH SURGXFW ORWY GLG QRW PHH' SHUVSHFWLYH %LDWDLQo 6XSHUDEVRUEHU ZDV WKH PDLQ
JDLQV DQG VROLG FRQWULEXWLRQV DUHTXLUHPHQW 3URGXFW VDIHW\ ZDV JURZWK FRQWULEXWRU IROORZHG E\ %LDWDLQo EE@U
JHRJUDSKLFDO SHUVSHFWLYH .HUHFLDQG WKH GUHVVLQJV FRQWLQXH WR PHHW VWDQGDUGY LQ RWKHU

DOPRVW H[FOXVLYHGXB BR& WD WQHQW 5HSRUWHG UHYHQXH
VHWWLQJ VDZ D VORZGRZQ LQ PRPHQWXP LQ VHFRQG KDOI LQ '.. IRU
RI GXH WR WKH /&' SRVWSRQHPHQW LQ WKH RXW

SDWLHQW VHWWLQJ ZKLFK OHG WR D PDUNHW VKLIW WRZDUG

KLIKHU SULFHG SURGXFWYV
2UJDQLF JURZWK
2YHUDOO WKH .HUHFLV EXVLQHVV FDVH D WKUHH \HDU

UHYHQXH &$*5 RI DURXQG DQG DQ (%,7 PDUJLQ RI
DURXQG E\ UHPDLQV RQ WUDFN

S5HSRUWHGLIJRZWK
$(YDQFHG :RXQG LQ LVRODWLRQ GHOLYHUHG
RUJDQLF JURZWK LQ I ZLWK QHUDWLYH 5HSRUWHG UHYHQXH LQFOXGHG D QH
JURZWK LQ (PHUJLQJ PDUNHWY GULYHQ E\ &KLQD ZKLFK HITHFW IURP ); UDWHYV

GHWUDFWHG VLIJQLILFDQWO\ IURP JURZWK GXH WR WKH SURGXFW
B (XURSHDQ PDUNHWYV

@ 2WKHU GHYHORSHG PDUNHWYV
(PHUJIP@IUNHW V

PRQWKYV LPSDFW
$GYDQFHG :RXQG "UHVVLQJV LQFOXGH WKH QRQ GLYHVWHG VNLQF&DUH
EXVLQHVV VLQFH "HFHPEHU
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ODQDJHPHQW VY%HSRIUHVYFXWHD&DUH SHUIRUPDQFH

, QWHUYHQWREBR DO

QWHUYHQWLRQDO 8UR®RJD DH G HDIOMIVG
JURZWK IRU WKH ILQDQFZDWK HMMSRUWHG
UHYHQXH LQ '.. JURERQJ. E\PLOOLRQ

7KH OHQ V +HDOWK EXVLQHVY LQ WKH 86 GHOLYHUHG D VWURQJ
\HDU DQG ZzDV WKH PDLQ FRQWULEXWRU WR JURZWK 2XU
IODJVKLS SURGXFW ZLWKLQ OHQ V +HDOWK WKH 7LWDQo SHQLOH
LPSODQW FRQWLQXHG WR SHUIRUP ZHOO ZLWK WKH SDWLHQW
IXQQHO SRVLWLYHO\ LPSDFWHG E\ RXU SDWLHQW VXSSRUW
SURJUDPPH WDUJHWHG DW SURVSHFWLYH SDWLHQWYVY 7KH

‘RPHQ V +HDOWK EXVLQHVVY DOVR FRQWULEXWHG WR JURZWK
ZLWK EHQHILW IURP D ORZ EDVHOLQH ODVW \HDU

JHRJUDSKLFDO
UHYHQXH VSOLW

,Q .LGQH\ %ODGGHU +HDOWK WKH WKXOLXP ILEHU ODVHU

&RORSODVW 7)/ '"ULYH FRQWLQXHG WR GHOLYHU D VROLG JURZWK
FRQWULEXWLRQ KRZHYHU WKH VHIJPHQW RYHUDOO GHWUDFWHG E Q
VLIJQLILFDQWO\ IURP JURZWK LQ IXOO \HDU 5HSRUWHG UHYHQXH
LPSDFWHG E\ WKH YROXQWDU\ SURGXFW UHFDOO 7KH LPSDFW LQ '.. IRU

RI WKH SURGXFW UHFDOO DPRXQWHG WR DURXQG "..

PLOOLRQ LQ IXOO \HDU RI ZKLFK DURXQG ..

PLOOLRQ LQ 4

2UJDQLF JURZWK
7KH SURGXFW UHFDOO ZDV LQLWLDWHG LQ 'HFHPEHU GXH

WR D SRVVLEOH SDFNDJLQJ VWHULOLW\ LVVXH 6DOHV UHVXPHG LQ
JHEUXDU\ EXW WKH VDOHV SLFN XS KDV EHHQ VORZHU WKDQ
DQWLFLSDWHG \HW ZLWK HDUO\ VLJQV RI UHFRYHU\ LQ NH\ 5HSRUWHGLIURZWK

DFFRXQWYVY LQ WKH VHFRQG KDOI RI WKH \HDU
5HSRUWHG UHYHQXH LQFOXGHG D QH

JURP D JHRJUDSKLFDO SHUVSHFWLYH WKH 86 ZDV WKH PDLQ HITHFW IURP ); UDWHYV
JURZWK FRQWULEXWRU ZKLOH (XURSH GHWUDFWHG IURP
JURZWK GXH WR WKH DERYHPHQWLRQHG SURGXFW UHFDOO @ (XURSHDQ PDUNHWYV

@ 2WKHU GHYHORSHG PDUNHWYV
(PHUJLIR®UNHW
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ODQDJHPHQW V 5HSRUWDOQFLDO SHUIRU®DQFEDO UHVXOWYV

)LOQDQFLMSDFWHG E\ ORZHU WK DDQR B LIULRD\®|

S5HYHQXH &RVWV
2UJDQLF JURZWK IRU VKIS RIMH GOUH Y BENUDWLQJI H[SHQVHV IRU WKH ILQDQFLDQAHBY ywpowHPHOW .. PLOOLRO QGH[
ZDV XS EWR .. PLOOLRQ 'LYHVWHIPRXQWHG WR 'PLOOLRQ D .. PLOOL%Y_{YHQXH = :
EXVLQH\WUD IURP UHSRUWHG UHYHQ®FUHDVHURP ODVW \HDU 3URGXFWLRQ FRVWYV
PRVWO\ UHODWHG WR WKH GLYHVWPHQW RI 6NLQ &DUH LO =
'"HFHPEHU ([IFKDQJH UDWH GHYHORIS\Ié\}/-IV(LQJ\II_VEVX LRQ FRVWV DPRXQWHRQWR .. "URVY SURILW
PLOOLR@QFUHDWRI '.. PLOOLRQ 'LVWULEXWLRQ FRVWYV
GHFUHDVHG PDLQO\ UHODWHG WR WKH

GHSUHFLDWLRQ RI WKH 86' DQG D EDV(ID\IDH\\éva\IHDPLIJ-lU?JKL%JKLJKHU G L VW U L E X W L IRk

PDUNHWY FXUUHOFLHY DJDLOVW WKH E.RQWLQ HG FRPPHUFLDO LQYHVWPHQWV5HY HPUKKLEQBVGHNBIORSPHQW FRVWYV
DV LQFUHDVHG VDOHVY DFWLYLWLHV DFURWKEHXVR®HYYWIHDVOFRPH

5HYHQXH GHYHORSPHQW ZDV LPSDFWHIGVB\UORXWWURQ@FERWWY ZHUH DOVR LPSDFMWHCHE\ RHRSWUDWUQ I GIDINQVHV

WKDQ H[SHFWHG EXW LQ OLQH ZLWK DRIANV@AHF\RFRURXQEHODWHG WR WKH QHZSg6U 8 WMLRU LEXRN LRQ (BHQWHH RUH VSHFLDO LWHPV

RUJDQLF UHYHQXH JURZWK DQG UHS RIUWRK® G HYHQRHOOLRQ LQ ILUVW KDOI &RHFLDO LWHPV QD
JURZWK DV DQQRXQFHG LQ WKH VWRMAFRPSPKIMHBIMWR .. PLOOLRQ LQ VHFRQG K®DOUIRWLQJI SURILW (%,7
DQQRXQFHPHQW QR "LVWULEXWLRQ FRVWVRIPRXQWHG WRDQFLDO LQFRPH

UHYHQXH RQ SDU ZLWK ODVW \HDU J)LQDQFLDO H[SHQVHV

*
URVV SURILW 3URILW EHIRUH WD]
*URVV SURILW ZDVPLOOLRQ FRPSDUHGGPRQLVWUDWLYH H[SHQVHV DPRXQWHG WR Lo s\ riLw IRU WKH \HDU

PLOOLRQ ODVW \HDU FRUUHVSR®GQQULRWR D JURVRLOOULRIRI '.. 1HW SURILW IRU WKH \HDU

ZDV SRVLWLYHO\ LPSDFWHG E\ D IDYRREPEXOGWIHRHORYHRPW RQ SDU ZLWK ODVW \HDU
LQ LQSXW FRVWV SULFH LQFUHDVHV DQG FRXQWU\ DQG SURGXFW
PL[

7KH DERYH PHQWLRQHG SRVLWLYH GULYHUV ZHUH SDUWO\
RIIVHW E\ UDPS XS FRVWV LQ &RVWD 5LFD DQG 3RUWXJDO
&XUUHQFLHV KDG D VPDOO QHJDWLYH LPSDFW RQ WKH JURVYV
PDUJLQ
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ODQDJHPHQW V 5HSRUWDOQFLDO SHUIRU®DQFEDO UHVXOWYV

7KH 5 ' FRVWV ZHUMLOOLRQ FRPSDUHGSMELDO LWHPV 7KH RUGLQDU\ WD[ H[SHQVH LQ WKH ILQDQFLDO \HDU
PLOOLRQ ODVW PHIDWD QEQ.HBVH &RORSODVW LQFXUUHG VSHFLDO LWHPV H[SZDOVHV RI 'PLOOLRQ FRPSDUHG WR '
FRVWY DPRXQWHGHWRQXH RQ SDU ZLWKO®@RRW IRU WKH ILQDQFLDO \HDU PR IO VISRHE LOODVW \HDU ZLWK DQ RUGLQHJ\\wH-@%HUuH V
\HDU LWHPV DUH UHODWHG WR VWUXFWXUDO FRQ @MY ZPWEDIBPWQWDU 7KH WRWDO WD[ H[SHQVH IRU
\ OW LR "
2WKHU RSHUDWLQJ LQFRPH DQG RWKH%W%W&SWE%J‘% é\'/*H'vQWHJUDWLRQWK%WQHGDQD@@@G W KRL Q
DPRXOWHG WR D OHW IPQORAR® DD L SNpQ &DUH GLYH HQW 7KH VWUXFWHXVEOWKQDIAVDIQQE U KEWEHWHWRIN DD WB[RI
QHW FRVW RICOLRQ ODVW \HDU DQG S RALWDELOLW\ LPSURYHPHQW LQLW LBMHOWH DIYVZHRSD BW HG E\ DQ H[WUDRUGLQDU\ H[JRQk@.O |_ R Q
VY VMBB LWLIR\élKH XVHIXO OLIHWLPH RIPDL\VOVOH\WRQ UHODWHG WR WKH WUDQV/dH-pﬁjRI-FUHFLp/LOOLRQ ODVW \HC
8XI—|D VDOHV LQ WKH 8. W K HQRUH®\OGITF XVKFKO PTURSHU W\ ,3 IURP ,FHODQG WR 'HQPDUN
FD O\ EHORZ IRUHFDVW ZKLFK LV FRQVLVWHQW ZLWK &RORSODVWVRSHUDpLLJGR@ERQ

RSHUDWLQJ LQFRPH RI ".. PLOOLRQI
VHUYLFHY DJUHHPHQW UHODWHG WR W‘E
GLYHVWPHQW

2SHUDWLQJ SURILW EHIRUH LQWHUHVW> W %WéﬁéL? RIbWLES hol!WHU VSHFLDD UWMROW RI WKH HUHFLY .3 WUDQVIkY RRPIWURUGELRG OoDVW \HDU
DPRUWLVDWLRQ (%,7'$ DQG EHIRUH \f%’H?:IPdWH_lWMSVFLDO LWHE@CZUR'Q D '.WD[ SD\PHQW LQ ,FHODQG LPSDFWLQJ FDVK IORZV LV

(_.I/

(%,7'$ EHIRUH VSHFLDO LWHPV DPRXQWHEGLWPRLRRHFUHDWRP ODVW \HDU 7KHHEEHFWHG LQ )< DW WKH HDUOLHVW 7KH SD\PHQW
PLOOLRQ DPLOOLRMFUHDRR .. PDUJLQ DIWHU VSHFLDERPWBBM&WAR ZLOO EH IXOO\ RIIVHW E\ UHGXFHG WD[ SD\PHQWV LQ
PLOOLRQ ODVW \HDU 7KH (%,7'$ FHUMWQHNYRUH 'HQPDUN VWDUWLQJ LQ IXOO \HDU (%,7 PDUUR® ODVW \HDU
VSHFLDO LWHP¥RMSDUHG WR ODVW)\ B FLDO LWHPV DQG WD 1THW SURILW
2SHUDWLOJ SURILW (%.7 EHIRUH VSHMQPREWKPWWHPYV ZHUH D QHW H[SHQVHVWRSURILW EHIRUH VSHFLDO LWHPV ZDV%HIRUH VSREMO LRQPV
(%,7 EHIRUH VSHFLDO LWHPV DPRXQWHEORRRQ DIDLQVW D QHWP HPLH®RQHODIVPW . - PLOOLRQ GHFUHDVH TURP .. PLOOLRQ
PLOOLRQ DPLOOLRMFUHDRR .. \HDU 7KH LQFUHDVH LQ QHW H[SHQV HYDMN \H@DWwW OLOHEH R BUQLQJIV SHU VKDUH (36 EHIRUH
PLOOLRQ ODVW \HDU 7KH (%,7 PDRBRQFPNIRUHHNAWMAYRB FXUUHQF\ H[FKOHH DOWMWHPV ZHUH *.. RU D GHFUHDVH TURP
LWHPV ZDWRPSDUHG ZLWK oDVW \HRGMANYWPHQWYV ODVW AHDU
(%.,7 PDUJLQ LQFOXGHG EHQHILW IURP;WKRHAWLR[EREYH LQFOXGHV LQWHUH ¥HMWHBSROVM Y IRGMXVWHG IRU WKH H[WUDRUGLQDU\ WD[ LPSDFW
GLYHVWPHQW RI DURXQG  EDVLV SRLOWYH LR FRPSBBHERR '.. PLOOLRIY ROD WKHHBIYHERVWDWUDQVIHU .. PLOOLRQ DQG
DOVR LQFOXGHG D VPDOO QHIDWLYH LASPIWHIY R MMM HRELBB¥ L0 RI WKH wwrﬁam@@ewaamFTXLVEW@QQRQ EHIRUH WD[ ZDV '
UHODWHG WR WKH GHSUHFLDWLRQ RI WKH 86' DQG D EDVNHW RI LOOLROQ PLOOLRQ LOFUHDVH IURP
(PHUJLQJ PDUNHWYV FXUUHQFLHV DJDL@VKP @khy UD Wkl REMXVWPHQWYV KDG Do%WV\"»#SU L$PG5|\P>?\Y‘<N % GLOXWHG HDUQLQJV SHU VKDUH (36
E\ WKH GHSUHFLDWLRQ Rl WK® +8) DJINKIV Ik QRQFLDO HISHQVHV ZLWK *.. EE||I'I9L9}-IT VSHERBO LWHPV ZHUH .. D LQFUHDVH
FRQVWDQW FXUUHQFLHV (%,7 JUHZ Q@RYSBYIRE FRARAY VKHHW LWHPV PRUW QWP BVLHG WR WKH
\HD U 86' DQG UHDOLVHG ORVV RQ FDVK IORZ KHGIHY ZLWK DQ
LPSDFW RI .. PLOOLRQ SULPDULO\ GHWYSHORELW RHWEHYU VSHFLDPRLIOWHRY ZDV '
DQG *%3 DQG GLOXWHG (36 DIWHU VSHFLDO LWHPV ZHUH '..

$QQXDO 5HSRUW



ODQDJHPHQW V 5HSRUWDC

JIJU@DQFHDO UHVXOWYV

&DVK IO RZV DQG LQYHQ}/W PH QWC\}(RQ LQFUHDVH IURP WRKUNVOQP R BSHWRG WR VDOHV UDWLR H[SHFWHG WR LPSURYH WR

ODVW \HDU
&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHYV

DURXQG

LQ WKH ,PSDFW VWUDWHJILF SI—I_'.H‘R(T L-J X U H V

&DVK IORZV IURP RSHUDWLQJ DFWLYLWEH\PSMREXHNWGJ U F&®VK IORZ WR VIDXHMWWDWLR ZDV

LQIORZ RI '..PLOOLRQ DJDLQVW DQ LJRRIOLRHG WR ODVW \HDU

PLOOLRQ ODVW \HDU 7KH SRVLW LYHs B\ ¥ B ARDPEHNAUY bR
FDVK IORZV IURP RSHUDWLQJ DFWLYLWHY, ZDWV RPRVYOS Sy HRw kpa QHW
E\ ORZHU LQFRPH WD[ SDLG DV
ELOOLRQ H[WUDRUGLQDU\ LPSDFW IURP WKQLWBEQQIMB\W#[;@MV&%H JHDULQJ
OHGLFDO V ,QWHOOHFWXDO 3URSHUW\ &P RIHY WQ@%%I\&LQ“J WK R’ $ HEJHLIFRG)
FDSLWDO DQG DGMXVWPHQW RI QRQ FRYK RSHURWQ) LWHPV
DOVR KDG D SRVLWLYH LPSDFW RQ WKH FDVK IORZV IURP
RSHUDWLQJ DFWLYLWLHV 6WDWHPHQW R I ||_QD
,QYHVWPHQWYV DQG HTXLW\

1HW LQYHVWPHQWY DPRXPMHG R LQ WRADQFH VKHHW
ILQDQFLDO \HDRU DURXRIGUHYHQXH
FRPSDUHG ZLWKPLOOLRQ ODVW \HDU 7KH BH&OLRQ DQ LQFUWRUBLIRQ..
LQYHVWPHQWY LQFOXGHG SRVLWLYH FREHOW HOGRWBRW KR EHU

GLYHVWPHQW RI WKH 6NLQ &DUH EXVLQH

PLOOLRQ DW6HSWHPEHU7KH GHYHORSPHQW

LRFPF S CeHEW RIPLOOLRQ DJDLQVW °

$W 6HSWHPEHUWRWDO DVVHWY DPRXQOWNGWHR WR H[HUFLVH RI VKDUH RSWLRQV

(TXLW\ GHFUHDVHBLB\WOLRQ WR '
PLOOLRQ FRPS®HISMEHWRRHU7RWDO

PLOOLRQ
FRPSUHKHQVLYH LQFRPH IRU WKH SHULRG R '

LOWHUHVW @PDVUPE\.)Q{B'Z.RSHBBWLQ‘] DFWLYLYV

LOOLRQ HIIHFW RI VDOH RI WUHDVXU\
RLOOLRQ

PLOOLRQ DQG VKDUH EDVHG UHPXQHUDWLRQ RI °
DV
PLOOLRQ RXWIORRPQYHVWLQJ DFWLYLWLI

PLOOLRQ ZHUH RIIVHW E\ SD\PHQW RI GLYLGHQGV

7UHDVXU\ VKDUHV

Q IGIQ\Q—IP%I—R&\&bRWOI-BR/\Q/ KROGLQJ RI WUHDVXU\P L O O L R Q

VKDUHV FRQVLVWH@ RKDUHV ZKLFK ZDWVRW D OLBVVHWV

OHVV WKBQWHPEHU7KH GHFUHDVH
PLOOLRQ

5HWXUQ RQ LQYHVWHG FDSLWDO SDICA YL GHQG
52,& DIWHU WD[ DQG EHIRUH VSHFLDO LWHPV ZDV

XY& FpsLwmo aBVHQXH FRPSDUHG WR

%_%MXVWHG IRU WKH LPSDFW IURP WKH .HUHFLV ,3 WUDQVIHU

&DSLWDO H[SHQGLWXUHYV DPRXQWHG WRUNLQJ FRISGWDRHPZDV LPSDFWHG E\ \é%’i@ﬁﬂ'%%&\é@&\?%?binUH VSHFLDO "Wﬁf)\f\l{[bv\] FD@LV\RDQJHYHQXH
L

IRU WKH ILQDQFLDORBDURI UHYHQXH ®RtfUHDVHG E\ "’ PLOOLRQ WR '
SDU ZLWK ODVW \HDU DQG LQFOXGHV-QUHRWYKRULHV LQFUHPVBGLRQ'WR '
PLOOLRQ UHODWHG WR WKH QHZ PDQXAPE@XRIQ QG XH WIR IQRZHU WKDQ H[SHF

3RUWXJDO H[SHFWHG WR EH RSHUDWURIGBHBEYIDEFOHYV GHFUHLOWE EQ 'W.R

PLOOLRQ
JUHH FDVK IORZ

$V D UHVXOW WKH IUHH FDVK IORZ ZDV DQ LQIORZ RI

PLOOLRQ FRPSDUHG WR DQ LQIORZ RI '..
PLOOLRQ ODVW \HDU GXH WR WKH H[WUDRUGLQDU\ WD[ SD\PHQW
ODVW \HDU UHODWHG WR WKH $WRV OHGLFDO ,3 WUDQVIHU 7KH
DGMXVWHG IUHHG BWKKH IARD QFLDO \HDU

JUHH FKDV IORZ DGMXVWPHQWY $GMXVWHG IRU WKH 6NLQ &DUH GLYHVWPHQW LQ WKH ILQDQFLDO \HDU
WUDQVIHU RI $WRV OHGLFDO V ,QWHOOHFWXDO 3URSHUW\

L
2XU ORQJLWBQFLDO DPELWLRQ LQFOXGHV UHWXUQ RQ

VOR G R DG \& DAL IMWDDHOWRU DPARRHUH WK D W L HWXU%%%%DLQYHDVV\H'GJHM[LWD
OLQHDU LPSURYHPHQW H[SHFWHG RYHU WKH SHULRG

%HIRUH VSHFLDO LWHPV

$GMXVWHG IRU WKH HIWUDRUGLQDU\ WD[ SD\

QHW LPSDFW RI ELOOLRQ LQ WKH ILQDQFLDO \HDU

$QQXDO 5HSRUW



ODQDJHPHQW V 5HSRUWDOFLDO SHUIRWKHUFPDWWHUV

2WKPHDIWWHUYV

SURSRVHG XSGDWH WR '0(326 &RPSHWEMQO®MOPUEBQGIWLVVXH EDVHG SURGXFWV IRU WKH WUHDWPHQW RI
BURJUDP DQQRXQFHG E\ &06 '"LDEHWLF )RRW 8OFHUV ')8V DQG YHQRXV OHJ XOFHUV

2Q -XQH WKH &HQWHUV IRU OHGHFPMUH ® WKH OHGLFDUH SRSXODWLRQ KDV EHHQ GHOD\HG
OHGLFDLG 6HUYLFHV &06 LQ WKH 86 RQQR¥QMHIXBU\

SURSRVHGZKAXGK DPRQJ RWKHU LQFOXGHG DQ

XSGDWH RQ WKH 'XUDEOH O0HGLFDO (TXRsPFHERFHH rRvwk HWLE K06 DRQRRXQFHG D ILQDOH UXOH
2UWKRWLFV DQG 6XSSOLHV '0(326 &RPsWHM WOV QERE PV OHGLFDUH 3K\VLFLDQ )HH
3URJUDP &%3 7KH FRPPHQWLQJ sHUPREMPS Ol SKIYYWYKH $YHUDJH 6HOOLQJ SULFH $63 SULFLQJ
DOG ZH H[SHFW DO XSGDWH wR ERCEHEE RY MU S\ VLFLDQV SULYDWH RIILFH LQ WKH RXW
ODWH DQG IRU DO\ SRWHQWLDO FRBYHMNRW R WBWHQY HEWHSODFHG EV D IL[HG SDI\PHQW RI

DW WKH HDUOLHVW LQ EDVHG RQ LQWHUGDRERAQ PHRER FWV HITHFWLYH -DQXDUL
EHDEWI RO WR £06 SURSRVHG UXOH FKDQJH

(ISHFWHG FKDQJHV WR VNLQ VXEVWLWHI W FRYyHUBYH YWY’ PWLRQ LQ WKH 86

SD\PHQW LQ WKH 86 RXW SDWLHQW VI2Q 6HSWHPEHU WKH 6HFUHWDU\ RI &RPPHUFH
LQLWLDWHG DC WR GHWHUPLQH WKH HIITHFWV RQ
$V RI -DQXDU\ ZH H[SHFW WZR QWKH QDWLRQDO VHFXULW\ RI LPSRUWV RI SHUVRQDO SURWHFWLYH

LPSOHPHQWHG LQ WKH VNLQ VXEVWLVHTXLSPHQW 33( PHGLFDO FRQVXPDEOHV DQG PHGLFDO
WKH /RFDO &RYHUDJH '"HWSIRRELRDMWQAB HTXLSPHQW LQFOXGLQJ GHYLFHV 7KH FRPPHQWLQJ SHULRG
WKH &DOHQGDU <HDU OHGLFDUH 3 HQGHG 2FWREHU

6FKHGXOH
2XU FXUUHQW DVVXPSWLRQ LV WKDW WKH LPSDFW IURP WDULIIV

$URXQG RI 'HUHFLV WRWDO UHYHQRH) RRRRORS OULRPWVWWHKHHOO UHPDLQ LPPDWHULDO KRZHYHU

RXW SDWLHQW VHWWLQJ DQG LV FRYHZHOG UEH FORVHDUH RGUWRUY.QJ WKH VLWXDWLRQ DQG FRQWLQXH WR
FXUUHQWO\ KDV WZR SURGXFW EUDQGHQ IPIH ZHK IRX® LQGXVWU\ DVVRFLDWLRQ LQ WKH 86

6KLHOGo DIIHFWHG E\ &06 SD\PHQW DQG FRYHUDJH

SROLFLHV ZLWK D FXUUHQW DYHUDJH SULFH IRU WKH RXW

SDWLHQW VHWWLQJ RI FP

'XIIDEOH NHGIENO (TXI SPHQW 2VRVWKHWIEY/ 2UWKRWLFV DQG 6XSSOLHV '0(326
7KH LPSOHPHQWDWLRQ RI WKH ILQD O 2/avk W) v BN I LId &0 1 5 /®I1TR 1AND B seXEIWVWM W X WH *UDIWV &HOOXODU DQG

, 7LVVYXH 0ADVHG RMIRGXFEWV IRII WKH 7IITHDWPHQW RI ' _DEHWLF )RRW 80FHUV DQG 9HQRXV /HJ 80FHUV
HWHUPLQDWLEBROL&\ IRU VNLQ VXEVV"I‘-"""V“R'I“\{'HJY)HI"\H’ JUunil ee< NHGIEDIIH 2K\VIFINQ )HH 6FKHGXOH 3)6 3URSRVHG

EXOH 20A 2 _ARIMFANI RQ QDWIRQNO VHFXULW\ LQYHVWLIJDWLRQ

$QQXDO 5HSRUW



ODQDJHPHQW VBHISROWQFH DQG &RQSIRVBWH JRYHUQDQFH

*29 *29

&RUSRUDWH JRYHUQDOQFH

*RY H U Q D Q F H VWU X FWZ)@@I—HDOI RI WKH VKDUHKROGHUV W IR PGSRV G/ BIXULIRY¥FWRWKH RUIJDQLVDWLRI %YRDUEHRRQGHBWRUY FRPSULVHV QL

VXSHUYLVHVY WKH FRPSDQ\ V RUJDQLVOMQBWLRBOV WRWEGDWHJ\ ULVNV EXVLQ@KVNKRIEMHFAUH R Q@ PIGHFXWLYH PHPEHUY)

&RORSODVW KDV D WZR WLHU PDQDJHEHGW; MWYSRWTPE unvxowy FRQWUROYV H[HFXWLYH PHPEHU DQG WKUHH DUH HOF
FRPSULVHG RI D %RDUG Rl 'LUHFWRUV DQG DQ ([HFXWLYH bSOR\HHY

H
/HDGHUVKLS 7HDP 7KH 3UHVLGHQW &KHDORPWRHR! 'LUHFWRUV DOVR VHWV$IXH@®HRILQKUHRRWKBRFHGXUH JRYHUQV WKH ZRUN RI
(IHEXWLYH 9LFH 3UHVLGHQW &)2 FRQVIMFWWWYN ARGHUVKLS 7HDP V H[HFXWRRQSODNMHVGBRIVRG Rl 'LUHFWRUV JRNVYHRMWORIVVRUNKDUHKROGHU HOHFWHG
UHJLVWHUHG PDQDJHPHQW ZLWK WKHGBY PP BRXHARHRAWWRI WKH FRPSDQ\ UHYLHZHG DQQXDOO\ E\ WKH %RDUG RARQUHBWEBHE® DQGHSHQGHQW ZKLFK LV LQ

- XSGDWHG DV QHFHVVDU\ 7KH UXOHYV WM RXQ\W WK A RIXE RBWDWEHNR YHUQDQFH UH
St i BRDECG R R B R BRI M wrUY Do wkH ([II—IR':L)J(V\\IIVLKYHHE)/EVI?/I(_;Q\l(—lIPV\\;I_K}IJ\S/ RI WKH %RDUG RI 'LUHCIg\‘\;VRUV ? °ee
*
URXS V REMHFWLYHV VWUDWHJILHV DQG RYHYRRAPEW-RRSIRLERPSDQL VIEXVLOHVV ° (LIKW ERDHMBLBRJV ZHUH KHOG LQ WKH
SURFHVVHV WKH GHILQLWLRQ DQG LPSOHPHQWDWLRQ RI WKH ILQDQFLDO \HDU RI ZKLFK RQH ZHUH DQ |
PHHWLQJ LQFOXGLQJ D PHHWLQJ IRFXVL
29(59,(: 2) %2%$5' 0(0%(56 $8',7 &200,77((
5HP &RPPLWWHH PHPEHU OHHWLQJY DWWHQGHG
$XGLWLRPLQ,QGHSHQ %RDUG(OHFWLRQ ;
%RDUG PHPEHU &RPP &RPP GHQW 1DWLRQDBQWHWHQXUBHULR®&RDUG PHHWLQJV DW‘NQ%VJHQ‘QQH ‘LLQKROW &KDLU 00000
/DUV 5DVPXVVHQ o 0
"HWWH 1\JDDUG $QGHUVHQ .
OWHULP EKDLU REHUGQ <y 'DQLVK )HPDOH \HDUWHDUG @@ O®O®®®® &DUVWHQ +HOOPDQQ XXX

"HWWH 1\JDDUG $QGHUVHQ X0
ILHOV 3HWHU /RXLV +DQVH .
'HSXW\ EKDLUPDQ VHA R DQLVK 0DOH \HDUV\HDUp®@®@®®®®e

ODULDQQH :LLQKROW <HV 1RUZHJLB@DOH\HDUV \HDUG® O 000 ee

$QQHWWH %U%O0V ® <HY %HOJLDIHPDOH\HDUV \HDUG®O®O®®®® 5(081(5%7.21 $1' 120.1$7,21 &200.77((

/DUV 5DVPXVVHQ 1R 'DQLVK 0DOH \HDUV \HDU®®O®O®OGO®O®® &RPPLWWHH PHPEHU OHHWLQJV DWWHQGHG
&DUVWHQ +HOOPD®Q <HV 'DQLVK 0DOH \HDUV \HDU®®O®O®O®O®O®e "HWWH 1\JDDUG $QGHUVHQ &KDLU XXX X

7KRPDV %DUIRG 1R 'DQLVK 0DOH \HDUV\HDU®®OO®O®O®O®O®® TLHOV 3HWHU /RXLV +DQVHQ XXX

5RODQG 9 3HGHUVHQ 1R 'DQLVK 0DOH \HDUV \HDU#©®O®O®eee /DUV 5DVPXVVHQ o0

ILNRODM .\KH *XQGHUVHQ 1R 'DQLVK 0DOH \HDUV \HDU®GOOGO®O®O®O®® $QQHWWH %U%0V e 00

6KDUHKROGHU HOHFWHG ERDUG PHPEHU
&KDLU DQG FRPPLWWHH PHPEHU IURP 0D\

&RPPLWWHH PHPEHU XQWLO 0D\

(PSOR\HH HOHFWHG ERDUG PHPEHU @SWWHQCSHG OHHWLQJ QRW DWWHQGHG

$QQXDO 5HSRUW



ODQDJHPHQW VBHISROWQFH DQG &RQSIRVBWH JRYHUQDQFH

&RPPLWWHH VWUXFWXXUV}L'(HUPRUH WKH VHOI DVVHVVPH(

ERDUG PHPEHUVY KDYH UHOHYDQW F
7KH %RDUG RI 'LUHFWRUV KDV HVWDEQbM %d\ﬁszDW WKH %RDUG RI 'LUF

FRPPLWWHHV DQ $XGLW &RPPLWWHH BQER FHEXQRUBWAR QHuiruP Lwy \
DQG 1RPLQDWLRQ &RPPLWWHH GLJLWDO WUDQVIRUPDWLRQ FXVWR

JLYH BWG&RPPLWWHH PHHWLQJV ZHUH KMRORHUGLWRHVDWLRQ VXVWDLQDEL
ILQODQFLDO \HDU LQFO WKH 86 PDUNHW JHQHUDO PD

OHJDO DIIDLUV DQG DFTXLVLWLRQV
JLYH 5@AXDWLRQ DQG 1RPLQDWLRQ &RPPRL ZLOO LQFUHDVH IREXV R

PHHWLQJV ZHUH KHOGILQ@DWEKHD O \HDUSDUW RI WKH VHDUFK IRU D SHUPDQ

$VVHVVPHQW RI WKH ZWURPUG RI' "' LUHFWRUV ZLOO GL\

SHWHQ|5LHV PD\ EH QHHGHG LQ \

SHUIRUPHG E\ WKH %RDU

: "XULQJ WKH SDVW \HDU WKH %RDUG

LUHFWRUYV FRQVLGHUDEOH WLPH ZRUNLQJ RQ &
(YHU\\HDU WKH %RDUG RI 'LUHFWRUVFRFYK FIMQ/GDRWHHOILQDQFLDO DPELW
DVVHVVPHQW %DVHG RQ WKH UHVXOW6RP W& IR/ BDIWHAWRBY WDV GHYRWHG
WKH RUJDQLVDWLRQ DQG HIILFLHQF\ RIDRQRHHBROWGFKIDQJIJHY DQG OHDGHU

'LUHFWRUV ZRUN DUH GLVFXVVHG DWL@EM@PMA-KWL‘QHDUFK IRU D QHZ
7KH %RDUG RI 'LUHFWRUV KDV [

Q WKH DQQXDO VHOI DVVHVVPHQWRQDL\O(/@ R YEWR I UDWLRO HITRUW

'LUHFWRUV ZDV SHUIRUPHG ZLWKRXW #I[WﬁﬁngQ&LR/\(}éb\éwl-Pm&WV

7KH VHOI DVVHVVPHQW FRQVLVWHG RI ILYH TXHVWLRQV L

ZKLFK ERDUG PHPEHUV DV ZHOO DV WK‘I—H[@F@VHU U H S U HVH QW

/IHDGHUVKLS 7HDP UHVSRQGHG DQRQ\P&X&% U G RI |L U H FWR UV
7KH VHOlI DVVHVVPHQW VKRZV WKDW V\él&l—él.hl—ébg\RA? IBDS qﬁN%?%\/ HTXDO JHQ

WUDQVSDUHQW GLDORJIXH EHWZHHQ WKH %RD 0 RN GHU HOHE
DQG WKH ([HFXWLYH /HDGHUVKLS 7HDp b %\HFHLEEIP\%BUV DV WKUHH VKI
FRPPLWWHHV VHUYH DV JRRG YHKLFOI;MAEHJVDDUL}_P %D%G WKUHH DU

GLVFXVVLRQV LQ WKH %RDUG RI LUHFV&RI}{JLYP%%I?_I{'(?\Qﬁu WLW\ LO DFF
NH\ ULVNV DUH DGGUHVVHG JLQDQFLDO $FW h G LV GLVFORVH

$FWLYLWLHY DQG UHVSRQVIFEW DY WAL HNVVRD ZWKHHVSRQVLELOLW
$XGLW &RPPLWWHH SHPXQHUDWLRQ DQG 1RPLQDWLRQ

7KH $XGLW &RPPLWWHH LV DPRQJKHWEKHRXQHUDWLRQ DQG 1RPLQDWLRQ &RP
UHVSRQVLEOH IRU WKH RYHUVLJKDWPRDRJ RWKHUV UHVSRQVLEOH IRU WKH RY

7KH ILQDQFLDO UHSRUWLQJ DQG DKMRFRMIHWHQFH SURILOH DQG FRPSRVL
SURFHVVHV LQFOXGLQJ WKH VW DIWWRDWRAU R D X @LHE VRR WK H

ILQDQFLDO VWDWHPHQWYV 1RPLQDWLRQ RI PHPEHUV WR WKH %RDU(
7KH FRPSDQ\ V LQWHUQDO FRQWUROHRAWRBP\WDQGGVKH %RDUG FRPPLWWHH
ULVN PDQDJHPHQW V\VWHPV LQF0KIG LOHDIGIHNMKLSFFHLSHOLQHV

PDWWHUV 7KH UHPXQHUDWLRQ SROLF\ IRU WKH PHI
5HYLHZ RI WKH *URXS V ,7 VHFXUMWKHD®BDWIGHR| 'LUHFWRUV DQG WKH ([HF
DXGLWRUV DQQXDO ,7 DXGLW ODQDJHPHQW DQG RWKHU WDVNV RQ DQ
7KH LQGHSHQGHQFH RI WKH DXGLBMRUW D@ RAHFILQUFWRB\ GHWHUPLQHG E\
SURYLVLRQ RI QRQ DXGLW VHUYLFIHVHWWRRUKH *URXS

7KH SURFHGXUH RI VHOHFWLQJ BQG PDN\}VQ]J_| PDLQ DFWLYLWLHV KDYH EHH
UHFRPPHQGDWLRQ WR WKH %RDU

Q Q ’ %V H\}\lf'L(g}N H¥XL\I$LYH /HDGHUVKLS 7HDP
UHVSHFW RI WKH DSSRLQWPHQW R G SHUIRUPDQFH DQOG SUR

$FWLYLWLHY UHSRUWHG WKURXJI{J/W']_ﬁI!\;lP% %%%ng_\ﬁv&\;w V\YKH %RDUG RI 'L

*RWOLQH DGHUVKLS FKD
8SGDWLQJ WKH %RDUG RI LUHFWR&JDO?(%G (kHF)&\{Vb

/HDGHUVKLS 7HDP RQ ZRUN UHOD
VXVWDLQDELOLW\

%I—F"XQHUDWLRQ VWUXFW
[HEJ W\/LYH ODQDJHPHQW
6HDUFK IRU D QHZ SHUPDQHQW 3UHVLGH
,Q WKH PDLQ DFWLYLWLHV KD YsHH EIHHHOQVXFFHVVLRQ SODQQLQJ SURFHVYV
ILOQDQFLDO JXLGDQFH ([HFEXWLYH /HDGHUVKLS 7HDP DQG WDOH

,PSDFW VWUDWHIJ\ DQG QHZ ORQJ WHUP ILQDQFLDO

JXLGDQFH

,PSOHPHQWDWLRQ RI &RUSRUDWH 6XVWDLQDELOLW\

5HSRUWLQJ 'LUHFWLYH &65"'

ORQLWRULQJ SRWHQWLDO LPSDFW RI 86 WDULIIV

'LYHVWPHQW RI FDUH VNLQ FDUH DFWLYLWLHYV

2YHUVHHLQJ $WRV DQG .HUHFLVY LQWHJUDWLRQ

LQFOXGLQJ WUDQVIHU RI ,3

$QQXDO 5HSRUW



ODQDJHPHQW VBHISROWQFH DQG &RQSIRVBWH JRYHUQDQFH

SHPXQHUDWLRQ RI W K'KH DERL@FVMQDVLYH PDQDJIHPHQW 7BR G XXISWWBRAMRUNVWHH UHFHLYHV XSGRBSOHREQW $ 1DVGDT &RSHQKDJHQ WR
: ETHF\A\%WE«&H LQGLYLGXDOV ZLW KVXVWHLVGHD ¥ X 9 W\B L @/DELIGIVWS URJUHVV DRUGHA ®BGQ DORQHWLSNOBERRN IRU ,V VX
LUHFWRUV DQG WKH A FHDV HQYLURQPHQWDO YGKBQPHXUWGLQDELOLW\ XSGDWH L @ KRDW\E KD W LIUGFOWRAHN UHY LHZV WKH UHFR
oD Q DJHPH QW FRUSRUDWH UHVSRQVLELOLW\ .H\ PHB®ENBW\DRIHQW (HQMWRUDWHJILF IRFXV DUMRNFH7RE RKDHIXDIUREDVLY DQG DW OHD)
R 4XDOLW\ 5HIXODWRMW\$XGLW &RPPLWWHH UHSRUWYV WR_WKH %RDUG RI 'LUHEFWRUYV
R TRHJUHFRERHOGDWLROV FROVLVW RI LG
QEWWAWK RYHU  \HDUVR@ VFRKW FRPPWWWHH V DFWLYLWLHV LOFOXGLOJ WICRY HODWH

$W WKH &RORSODVW $QQXDO *HQHUDgLOFI—H—is\/LUaY]LI?HH(SQéN YW
& HFRPPHQGDWLRQV &RORSODVW FRPSOL
HPRG (+6 VXVWDLQDELOLW\R MEBWDEKQOQERDO LW\

l( HQ \%

'"HFHPEHU WKH VKDUHKROGHUYV DGGF{SV\WI—?é'%DQE
5HPXQHUDWLRQ 3ROLF\ IRU &RORSOD\?\%YEHLQIPKQ

REEK k UHFRPPHQGDWLRQV DQG H[SODLQV IRU R
SUHSDUHG E\ WKH %RDUG RI 'LUHFWRUL\}”\} YR B
v

K &ﬁYJ\H\R/lT_% ELOLW\ ZLWK D GHFDGH RI H[SHULHQFH UHFRPPHQGDWLROQ
3ROLF\ LV DYDLODEOH RQ WKH FRPSD%@ § ‘E?/E I-'? HUQDQF $CGLWLRQDOO\ VHYHUDO ERDUG
HPEHUV KDYH H[WHQVLYH VXVWDLQDELOLW\ NQRZOHGJH LQ &RORSODVW V SRVLWLRQ RQ HDFK RI WKF
&RORSODVW KDV DOVR SUHSDUHG D SRRGQHDO WIQRDX RWMERUWHFWRUV DV ZHOO DV D GHVFULSWLRQ RI WKH LQW
GHWDLOLQJ DPRQJ RWKHU WKLQJV WKH UHPXOHUDWLRQ WR WKH PDQDJHPHQW V\VWHP UHODWLQJ WR ILQD
%RDUG RI 'LUHFWRUYV DQG WKH ([HFXV\;IF\'(-'I-Y%DJS%FI—PPQI-PQ\/{;H ERGLHV PHHW TXDUWHUOL WR JXLGH WKH FDQ EH IRXQG LQ WKH &RUSRUDWH *RYHU
ZKLFK FRPSOLHV ZLWK 6HFWLRQ FRﬁPﬁEIQ\'E\)/ \p\(/& DLQDELOLWA VWUDWHJI\ VHWWLQJ JRDOV ZKLFK LV SUHSDUHG SXUVXDQW WR 6HFW|

QLWRULRQJI SURJUHVV DQG HQVXULQJ UHIXODWRU\
S 'DQLVK )LQDQFLDO 6WDWHPHQWYV $FW

PR
5H
Eﬁ $SO )PDQ(S:U‘H I}(_iIleDUOH[SHUWLVH IRFXVHV RQ NH\
VXVWDLQDELOLW\ LPSDFWV LQFOXGLQJ FDUERQ HPLVVLRQV DQG &RORSODVW KDV HVWDEOLVKHG LQWHUQT

E
&RPSDQLHV $FW 7KH 5HPXQHUDWLRQ
ZDV SUHVHQWHG DQG DGRSWHG DW W
OHHWLQJ KHOG RQ 'HFHPEHU

SURGXFW SDFNDJLQJ LPSURYHPHQWY 7KH\ DOVR PDQDJHPHQW V\VWHPV LQ UHODWLRQ WR
*RYHUQDQFH Rl VXVWID(E @ED'!V@}_LW\H[WHUQDO H[SHUWV IURP OHDGLQJ UHSRUWLQJ SURFHVV ZKLFK DOVR FRYHU

HQYLURQPHQWDO FRQVXOWDQFLHY DQG DFDGHPLF D GHWDLOHG GHVFULSWLRQ LV LQFOXGHC
P DWW H UV LQVWLWXWLRQVY DQG PHPEHUV UHJXODUO\ HQJDJH LQ LQGXVWU\ *RYHUQDQFH 5HSRUW
6XVWDLQDELOLW\ LV RYHUVHHQ E\ WKWXMWDX\WDEHOLWH QHWZRUN PHHWLQJV ,
BUHVLGHQW RI *OREDO 2SHUDWLRQV ZLWK WKH HQWLUI—{AI? DWD $; HWKLFV SROLF
DEOH WR XWLOLVH WKH VXVWDLQDELC;LKVV\R\)I(VJHKDRPXW mEHUW?vH&EESRSODVW V JRYHUQDQFH ERGLHYV 7KH %YRDUG Rl 'LUHFWRUV KDV DGRSWHG
UHSRUWLQJ LV PDQDJHG E\ WKH &)2 7DUHHF>I(?SPGS%V\>/I|:|V(\'I;LRR%D\I/?)I<VWDLQDELOLW\ PDWWHUV DV IROORZV  7KH 3ROLF\ LQ DFFRUGDQFH ZLWK h G RI W
&RORSODVW V VXVWDLQDELOLW\ WHDF(’?‘lSLZVSéJI-?\/YLLJG(éﬂHVGTV)\?RUDV\6|15J8\ QRQ ILQDQFLDO XSGDWHV WR WKH JLQDQFLDO 6WDWHPHQWY $FW DSSOLFDE
ZLWK WKH FRPSDQ\ V PDWHULDO LPSDIID:)\§V(%/LV\L/JLFVRNPV LI}/)V\QWGHH DQG BRDUG ZKLOH WKH 6XVWDLQDELOLWA RXS FRPSDQLHV ORUH LQIRUPDWLRQ R
RSSRUWXQLWLHYVY FRQVLGHULQJ LWV I(E))|(-|\PLG UU\S/RPURV(\{?HS VGOHFWHG PHWUL@WF@@Q\H&@J@@WL RQV RQ

@ Qe LVWULEXWHG W U DFFRUGDQFH ZLWK h G LV SUHVHQWHG L

IRRWSULQW SROLFA URYLHZY DU %ﬁp?ﬁwwwrﬁ %%MH U Q DédviwblopeLoLw\ swowHPHOQW RQ sDJH

WDUJHWYVY HYDOXDWHG DQQXDOO\ GXULQJ K HYLHZ $

VXVWDLQDELOLW\ WRSLFV XQGHUJR (/$ROREHZVIH LNVUWHBRUMLQI RQ WKH URFRPPHQGDWLRQV RQ

‘RZQORDG WKH SUHVHQWHG WR WKH %RDUG DQG WK RMISRYOWH JRY HUQDQFH LVVXHG E\ WKH &'FRQP?LW@HWYHU SOFH SHSRUW
SHPXQHUDWLRQ 5HSRUW GWHHULQJ &RPPLWWHH UHFHLYLQJ TXXRMERYE WX IRYHIUREQRH WSS0\LQJI WR ILQBREEBERWHUWR QbR

XSGDWHYV VWDUWLQJ -DQXDU\ RU WKHUHDIWHU S5HSRUWLQJ RQ
277 FRORSODVW WR UHSRUWV 77

Z FRORSODVW WR UHSRUWYV
WKHVH UHFRPPHQGDWLRQV LV DOVR UHTXLUHG EN\
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ODQDJHPHQW VBHISROWQFH DQG 2ZQ@HWWKILS DQG VKDUHKROGLQJV

2ZQHUVKLS DQG VKDUHKROGLQJV

7KFRPSDQ\ KDG VKDUHKROGHUV DW WKH HQG RI 5HVLGHQFH 2ZQHUVKLS VKDUIRWLQJ ULJKWYV

WKH ILQDQFLDO \HDU ZKLFK ZDV

PR WKRECHRYW LWK RZQHUVKLS RU YRWLQJ ULJKWV RI PRUH WKDQ

\HDU ,QVWLWXWLRQDO LQYHVWRUV EDMGHRNK MY &0 HRGE Y N 9HGE!N

KHOG R1 &RORSOIL 6HSWHPEHW RQ

%HQHGLFWH )LQG +XPOHE!N

RQ SDU ZLWK ODVW \HDU SHJLVWMIHD'%’I—&J/MJ:&HMGHRHAMV&IIHHSDMDQ}YFMQ]UJKWLQ13H+R@Q]$SGZKLH<WFQKR@J R WHVKDUHFDSMIDQG R WHYRAQ) U KWIQERBSTOMM RTIQ) $S6 &RBSOWM RTIQ) $S6 KRBV
UHSUHVHQWHG QWRUMYKDHH FDSLWDO RI WKH VKDUH FDSLWDO LQ &RORSODVW $ 6 DQG RI WKH YRWLQJ ULJKWV LQ &RORSODVW $ 6 ,Q DGGLWLRQ 1LHOV 3HWHU /RXLV +DQVHQ KROGV V

3IXUVXDQW WR WKH FRPSDQ\ V DUWLFOHV RI DVVRFLDWLRQ
VKDUHV PXVW EH UHJLVWHUHG LQ WKH
WR FDUU\ YRWLQJ ULJKWV 7ZR VKDUHK
SRUWHG WR WKH FRPSDQ\ SXUVXDQW
'DQLVK &RPSDQLHV $FW DQG VHFWLRQ
&DSLWDO ODUNHWYV $FW WKDW DW WKI)|
GBI, ©
UHSRUW WKH\ KHOG RU PRUH RI WKH

YRWLQJ ULJKWYV

EULQJLQJ WKH DJJUHIJDWH RZQHUVKLS WR WKH QXPEHUV VWDWHG LQ WKH WDEOH DERYH

$ VKDUHV XRQ VW B UHYV XQZEQWYNUVKLS VKDUHRWLQJ ULJKWYV
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1RQ UHJLVW
7RWDO
§ 7KH KDIHVKHGE! SRBSODWRQ  6HSWP EHU HTXLYDOQWR R WHVKDUHFDSIVEODUHWHDVXU VKDUAVZ IRXVWRWQ) UKW

$ VKDUHYV XRQ VW B UHYV AQPWNU RI LQVLGHU\

6KDUHV KHOG E\ PDQDJHPHQW
%RDUG RI 'LUHFWRUV QRQ LQGHSHQGHQW GLUHFWRUYV
%RDUG RI 'LUHFWRUV LQGHSHQGHQW GLUHFWRUYV
([HFXWLYH ODQDJHPHQW

&RORSODVW +ROGLQJ $S6

7TRWDO
t| / DW5DWP XWHQLVDP HP EHUR ERMWHYRDUGR! ' LLHAVRY DQGWH ( [ HRXWYH/ HDGHIKIS WDP

1LHOV 3HWHU /RXLV +DQVHQ 'HSXW\ &KDLUPDQ RI WKH ERDUG QRW FRQVLGHUHG DQ LQGHSHQGHQW ERDUG PHPEHU FRQWUROV Rl WKH VKDUH FDSLW
RI WKH YRWLQJ ULJKWV LQ &RORSODVW +ROGLQJ $S6 &RORSODVW +ROGLQJ $S6 KROGV RI WKH VKDUH FDSLWDO LQ &RORSODVW $ 6 DQG RI WKH Y

SHUVRQDOO\ DQG WKURXJK KLV ZKROO\ RZQHG FRPSDQ\ 1 3 /RXLV +DQVHQ $S6 EULQJLQJ WKH DJJUHJDWH RZQHUVKLS WR WKH QXPEHUV VWDWHG LQ WKH W
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ODQDJHPHQW VBHISROWQFH DQG 2ZQ@HWWKILS DQG VKDUHKROGLQJV

6KDUH FODVVHYV DQG SXUFKDVH 7KLV DXWKRULVDWLREDEY WDO L0® XMW D DQ G

LQFOXGLQJ 'HFHPEHU &RORSODVW KRVWHG D FDSLWDO PDUI
DXWKRULVDWLRQV Hsw

$W JHQHUDO PHHWLQJV PDWWHUV puf é l—HL GHE

HFWLRQ ZLWK
o \?LE$U8RQC PSD?:W

&RORSODVW V VKDUH FPEDWDRQAGLYLEHGERULW\ RI YRWHV 5HVROXWLRQV W 106 \%Eg%vr—ouu

LQWR '".PLOOLRQ $ VKDUHVARL@®LRQ %pywWLFOHV RI DVVRFLDWLRQ UHTXLUH WRruUW wrv

\7RQ DQG DURX
VKDUHV (DFK $ DQG % VKDUH KDV D QRRHQAAD YR &P IRV Do LV UHSUHVHQWhRu UL%wa

Ué

co=

v N U
AR e R
LV DGRSWHG E\ QRW OHVV WKDQ WZR AHETHIH R QU WL G HE AR WHE Lo
(DFK $ VKDUH HQWLWOHV WKH KROGHBY @wRAPHRY YRWHKHD OBV QP KDUH FDSLWDO UHSUHVHQWHG DW WKH
% VKDUH HQWLWOHV WKH KROGHUV wRHRIWRRWH HNLRE VKBIUHYVROXWLRQ ODSVHV LI WKH DERYH
DUH QRQ QHIJRWLDEOH LQVWUXPHQWVPHRWLRYREUMNPHYH DSLWDO LV QRW UHSUHVHQWHG RU LI D
QHJRWLDEOH LQVWUXPHQWYV DQG zHUHWHYRAKYE RQ Wk RRW DGRSWHG E\ WZR WKLUGV RI WKH YRWHV
&RSHQKDJHQ 6WRFN ([FKDQJH 1DVGDTRRYHJKD Yy ROFWLRQ LV DGRSWHG E\ WZR WKLUGV RI WKH
$Q\ FKDOJH RI RZOHUVKLS RU SORGWHY §PYW EXW ZLWKRXW DW OHDVW KDOI RI WKH VKDUH FDSLWDO

VKDUHV UHTXLUHV WKH FRQVHQW RI Wt QRBUBVARIVHQWHEWR WKH %RDUG RI 'LUHFWRUV PXVW
ZKHUHDV % VKDUHV DUH IUHHO\ QHJRWRBEHRH D QHZ HIWUDRUGLQDU\N JHQHUDO PHHWLQJ ZLWKLQ
WZR ZHHNV
7KH %RDUG RI 'LUHFWRUV PD\ LQFUHDVH WKH FRPSDQ\ V
VKDUH FDSLWDO E\ D QRPLQDO YDOXH 'RiIDYS WY, PHRWLQJ WKH UHVROXWLRQ LV DGRSWHG E\ QRW OHVV

PLOOLRQ LQ RQH RU PRUH LVVXHV RI % KX® MAR Y oL RIWKKElyYRWHY FDVW DQG RI WKH YRWLQJ
ZLWKRXW SUHHPSWLRQ ULJKWV IRU HM{SYRHD FRRPWRRRAEEYHWHQWHG LW ZLOO EH SDVVHG LUUHVSHFWLYH

7KH DXWKRULVDWLRQ LV YDOLG xQwLDB! oW IRFERNQW Fy! WKH VKDUH FDSLWDO UHSUHVHQWHG DW WKH
"HFHPEHU %\ GHFLVLRQ RI  $xJIXVWHWLQYkH

%RDUG RI 'LUHFWRUV KDV SDUWO\ H[HFi\KHGHW K 8 W RW BREKMNG M RRI FRQWURO LQ WKH FRPSDQ\
LQFUHDVH WKH VKDUH FDSLWDO E\ LVYKRREW R 0 YKP DHYKHIOMK RI RZQHUVKLS LVVXHG VKDUH
QRPLQDOO\ .. PLOOLRQ 7KH UHPDRQWR&R®VRXQW B4 VXEMHFW WR DFFHOHUDWHG YHVWLQJ 1R RWKHU
WKH DXWKRULVDWLRQ LV WKXV QRPLODPERyUwWDQW BPAOHRRHQWY DUH LQ SODFH WKDW ZRXOG EH
ORUHRYHU WKH %RDUG RI "LUHFWRUYVpPK DMV QL BXWIKIR i\HHGv R1 D FKDQJH RI FRQWURO RI WKH
WR DFTXLUH WUHDVXU\ VKDUHV RI XS R sp & WX OWLQJ IURP D WDNHRYHU DQG QR VSHFLDO
FRPSDQ\ V VKDUH FDSLWDO SURYLGH G WP WMKKVFRBSR ®HHQ PDGH EHWZHHQ WKH FRPSDQ\ LWV
WRWDO KROGLQJ RI WUHDVXU\ VKDUHY GRIM RRAMHRIHHPSOR\HHY LI WKHLU SRVLWLRQV DUH

RI WKH FRPSDQ\ V VKDUH FDSLWDO D W D\RR RWIPIH XK E Kk tKWRYW FKDQJH RI RZQHUVKLS 7KHUH DUH
DQG ORZHVW DPRXQW WR EH SDLG IRWW K YKDIHE FRWKIRQV JRYHUQLQJ WKH HOHFWLRQ RI
FRPSDQ\ LV WKH SULFH DSSOLFDEOH RW P WiWwRHeRIORSODVW V %RDUG RI 'LUHFWRUV

2SHQ DQG
WUDQVSDUHOQ\
FRPPXQLFDWL

&RORSODVW KDV HVWDEOLVKHG D SROI
FRPPXQLFDWLQJ LOQIRUPDWLRQ WR LQY
VKDUHKROGHUV XQGHU ZKLFK WKH ([H
/HDGHUVKLS 7HDP DQG WKH ,QYHVWRU
WHDP DUH LQ FKDUJH RI FRPPXQLFDWL
SXUVXDQW WR JXLGHOLQHV DJUHHG ZL
'LUHFWRUV 7KH FRPPXQLFDWLRQ RI LC
FRPSOLHV ZLWK WKH UXOHV ODLG GRZ!
FRPSULVLQJ

)XOO \HDU DQG LQWHULP ILQDQFLDO
DQG WKH DQQXDO UHSRUW

5HSOLHVY WR HQTXLULHV IURP DQDO\
LOQYHVWRUV DQG VKDUHKROGHUYV

6LWH YLVLWYV E\ LQYHVWRUV DQG DQ

BUHVHQWDWLRQV WR 'DQLVK DQG IR
LQYHVWRUYV

&DSLWDO PDUNHWY GD\V DQG OHHW
ODQDIJHPHQW HYHQWYV IRU DQDO\VW\
LQYHVWRUV

&RQIHUHQFH FDOOV LQ FRQQHFWLRQ
UHOHDVH RI ILQDQFLDO VWDWHPHQW

'"HGLFDWHG LQYHVWRU UHODWLRQV VHI
&RORSODVW V FRUSRUDWH ZHEVLWH
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ODQDJHPHQW VBHISROWQFH DQG 2ZR4RDWG Rl 'LUHFWRUV

OHHW RXU

-HWWH 1\JDDUG $QGHUVH®OV 3HWHU /RXLV

,QWHULP &KDLU RI WKH %RDUG ,QGHSHQGH®W &KDLUPDQ RI WKH %RDUG 1

%RUQ -HWWH 1\JDDUG $QGHUVHQ@RD\Q 7KURXJK GHFDGHV |
FRQVLGHUDEOH LQWHUQDWLRQDOIHFHFKWHWH U /RXLV +DQVHQ K
PDQDJHPHQW DQG ERDUG H[SHULHQFRIZDIMEKHQRI WKH LQGXVWUL
JOREDO WHFKQRORJ\ HQDEOHG FRRSHKPHWHY LWV G\QDPLFV DQ
EXVLQHVVHV LQFOXGLQJ JOREDO PNGMHHXLOWGIKON LQWR VWUL
HQWHUWDLQPHQW OHLVXUH UHWDXUDNVEKG G FRIUHWDIH OV RZHWKH U
EXVLQHVVHV 2YHU WKH \HDUV -HRMRMHVKDE XA/RRIWAMER SUHVHUYLC
ZLWKLQ ERWK JOREDO ODUJH VFDOH FRPSDQLHV DV
ZHOO DV ZLWK GLJLWDO JURZWK VAWXHW ERW UIGHDG@GQRDQDJHPH
WKHP VFDOH JOREDOO\ $DJH RJ -RKDQQH /RXLV +Di

&KDLUPDQ RI WKH %RDUG
FRPSDOY (QWDLG SOF IURP - " EOYHEH BRI -RKDOQH /RXLV +D
/RQGRQ DQG VSHQG \HDUV LQ &(2 YRR RIWKH %RDUG
07* $% EDVHG SULPDULO\ LQ 6WRFNK&DPRPPEVW +ROGLQJ $S6
/IRQGRQ 3ULRU WR WKLV -HWWH ZRUARBUSW $FFHQWXUH
,QF DQG ODHUVN $6 13/+ +ROGLQJ $S6 &(2

1 3 /RXLV +DQVHQ $S6 &(-
-RLQHG WKH %RDUG RI 'LUHFWRUV LQ3/+ 3URSHUW\ ,QYHVWPHQ

13/+ $QSDUWVLQYHVW $S6

-RLQHG WKH %RDUG RI '"LUHFW

% RIDHUFAV R IU 'V

$QQHWWH %U%O0V

%RDUG PHPEHU ,QGHSHQGHQW

&DUVWHQ +HOOPDQQ

%RDUG PHPEHU ,QGHSHQGHQW

/IDUV 5DVPXVVHQ

%RDUG PHPERIY LQGHSHQGHQW

%RUQ $QQHWWH %U%OV KDV BFRQUQLGHURBONMWHQ +HOOPDQQ KDARERQVLGHUDEBBVPXVVHQ KDV H[WHQVL
H[HFXWLYH PDQDJHPHQW H[SHULHQHAXZLMKHLRDQDJIJHPHQW H[SHULHFH OWL¥F RRQDIJHPHQW DQG ERDUG HIS
JOREDO PHGLFDO GHYLFH EXVLQHMHKDP D$QQBVKWMB GWKFDWH DQG HIWRRMWIQWMHUQDWLRQDO OLVWHG FRPSDQL
KDV LQ GHSWK NQRZOHGJH DQG XHJSHUVM®DRHELQJISRIRGXFW GHYHORBRARQW @R SKDUPD LQGXVWU\ +H SRVVH)
SURGXFW GHYHORSPHQW DQG FRERMHU@DW]RQDRQFRPPHUFLDOLYV BWBRK NQRZOHBUHKDAWKLQ WKH FRPPHU
ZLWKLQ WKH PHG WHFK LQGXVWUUBRG DY I$6 WL\PGROVADULHY DV ZHO 8 1D\Q Q RBYIMAWIRQ WA MY DQG % & VDOHV PR
LQ FKURQLF GLVHDVH PDQDJHPHQWFOQBQRGLSRVW LQWHJUDWLRQ HIILFLHQF\ LPSURYHPHQWYV
GLJLWDO VHUYLFHV DQG YDOXH EDVHG KHDOWKFDUH
PRGHOV 2WKHU ERDUG DQG PDQDJHPHQW SRAKIHULRRDUG DQG PDQDJHPHQW SRVLWL
&KDQHOOH 3KDUPD &KDLUPDQ RI &RKHR®EBDVW $ 6 ,QWHULP 3UHVLGHQW
ZW:(:HSERRUDDUV\?HDQQL?:HP2853':2:(3\% SFS% YEBRYIHQ &aDSDFLW\ %RDUG PHREFHQGDO $ 6 %RDUG PHPEHU
G7DUGY /LIHVELHOEHY Q ( SHISEDQLVK &KDPEHU RI &RPPHUFH6 %ROWBORJI\ $ 6 &KDLUPDQ RI WKH %
( Q PHPEHU 'DQLVK &RPPLWWHH RI &RUSRUDWH
i 0 ' *RYHUQDQFH &KDLUPDQ
REQHG WKH %RDUG RI LUHFWRUYR[L%HG WKH %RDUG RI '"LUHFWRUV L@ QLVK /LIH 6FLHQFH &RXQFLO &KDLU
8QLYHUVLW\ Rl &RSHQKDJHQ %RDUG |
ODEWHFK $% &KDLUPDQ RI WKH %RDU

-RLQHG WKH %RDUG RI 'LUHFWRUV LQ
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ODULDQQH :LLQKROW

%RDUG PHPEHU ,QGHSHQGHQW

%RUQ ODULDQQH :LLQKRO'
DEOH H[HFXWLYH PDQDJHPHQ\
H[WHQVLYH H[SHULHQFH ZLWK
DFFRXQWLQJ )XUWKHUPRUH

KDV FRQVLGHUDEOH NQRZOHG
OHDGLQJ GULYLQJ DQG GHOL
DJHQGD RQ D JOREDO VFDOH

2WKHU ERDUG DQG PDQDJHPH
6% $ 6 &)2
6 $XGLRORJ\ $ 6 &KDLUPD
'6$ +ROG&R 'HQPDUN $S6 &
1RUVN +\GUR $6$% %RDUG P
&KDLUPDQ RI WKH $XGLW &

-RLQHG WKH %RDUG RI "LUHFW

7TKRPDV %DUIRG 5RODQG 9 3HGHUVHQ 1LNRODM .\KH *XQGHUVHQ
(PSOR\HH HOHFWHG ERDUG PHPEHU (PSOR\HH HOHFWHG ERDUG PHPEHU  (PSOR\HH HOHFWHG ERDUG PHPEHU
%RUQ 7LWOH 7HDP ODQDJHU %RUQ 7LWOH /HDG 1HJRWLDWRWAQ 7LWOH 6NLOOHG 3UHFLVLRQ (QJLQHHU

-RLQHG WKH %RDUG RI 'LUHFWRUV-RQQHG WKH %RDUG RI 'LUHFWRUVRLQHG WKH %RDUG RI '"LUHFWRUV LQ

6HH WKH IXO0 &9V RI WKH %RD
'LUHFWRUV RQ RXU ZHEVLWH

ZZZ FRORSODVW FRP DERXW XV
OHDGHUVKLS
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ODQDJIJHPHQW VBHISROWQFH DQG 2ZRH (MKRXESWLYH /HDGHUVKLS 7HDP

OHHW RXU ([HFXWLYHDMDGHUVKLS

/DUV 5DVPXVVHQ $QGHUV /RQQLQJ 6NRYJDRUWKH 5. QQDX $00DQ 5DVPXVVHOQ
,QWHULP 3UHVLGHQW &(2 ([HFXWLYH 9LFH 3UHVLGHQW &)2 ([HFXWLYH 9LFH 3UHVLGHQW 3HRSOH ([BRRWKXYHM 9LFH 3UHVLGHQW *OREDO 2SHUDWLRQV
'LWK &RORSODVW VLQFH QW H:W WK &R ORREBIVW VLQFH :LWK &RORSODVW VLQFH 'LWK &RORSODVW VLQFH
(GXFDWLRQDO EDFNJURXQG (GXFDWLRQDO EDFNJURXQG (GXFDWLRQDO EDFNJURXQG
(GXFDWLRQDO EDFNJURXQG % 6F LQ (FRQRPLFV DQG %XVLQWVAF LQ LQGXVWULDO HQJLQHHWUESJOBEKDPRUFDW\(RUILQHHULQJ 7HFKQLFDO
% 6F (QJLQHHULQJ $DOERUJ 8GIOPHUMMMUDWLRQ &RSHQKDJHQ&R X MQEBDVIMQ 8QLYHUVLW\ RI '"HQPDUN
([HFXWLYH 0%$ 6FDQGLQDYLDQ6RRRROQDWLRQDO 0 6F 3V\FKRORJ\ LQ 2UJDQLVDWHRRWLYB20%$ 6FDQGLQDYLDQ ,QWHUQDWLRQDO
ODQDJHPHQW ,QVWLWXWH 0 6F )LQDQFH DQG $FFRXQWLQJ5RDMK®GH 8QLYHUVLW\ ODQDJHPHQW ,QVWLWXWH
8QLYHUVLW\ *UDGXDWH GLSORPD LQ %XVLQHVYV
2WKHU ERDUG DQG PDQDJHPHQW SRVLWLRQV $GPLQLVWUDWLRQ
&RORSODVW $ 6 3UHVLGHQW &(2 2WKHU ERDUG DQG PDQDJHPHQW SRVLWLRQV
“\OGHQGDO $ 6 %RDUG PHPEHU JHUURVDQ OHGLFDO 'HYLFHV $HEXWRBYEPCHUVKLS THDP DV SHU 1RYHPEF
'6 $XGLRORJ\ $ 6 &KDLUPDQ RI WKH %RDUG 2WKHU ERDUG DQG PDQDJHPHQW SRVHWERQV
'DQLVK &RPPLWWHH RI &RUSRUDWH 9HVWDV $LUFRLO $ 6 %RDUG PHPEHU
"RYHUQDQFH &KDLUPDQ 6HH WKH IXO0 &9V RI WKH ([HF:
DQLVK /LIH 6FLHQFH &RXQFLO &KDLUPDQ /HDGHUVKLS 7HDP
8QLYHUVLW\ Rl &RSHQKDJHQ %RDUG PHPEHU RO RXU ZHEVLWH

ODEWHFK $% &KDLUPDQ RI WKH %RDUG
ZZZ FRORSODVW FRP DERXW XV

OHDGHUVKLS
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&DUROLQH 9DJQHU 5RVHOWWRY GXVW JHUWUDP 6LIXUMRQVVRAKXRPDV -RKQV -U

([HFXWLYH 9LFH 3UHVLGHQW &KURQLF &MHFEXVERPR WUFHDIWHVLGHQW &KURQLF &PHAXWLYH 9LFH 3UHVLGHQW :RXQG ALNNMXW LSYHSBLEH 3UHVLGHQW ,QWHUYHQWLRQDO 8URORJ\
LWK &RORSODVW VLQFH .LWK &RORSODVW VLQFH :LWK &RORSODVW VLQFH :LWK &RORSODVW VLQFH

(GXFDWLRQDO EDFNJURXQG (GXFDWLRQDO EDFNJURXQG (GXFDWLRQDO EDFNJURXQG (GXFDWLRQDO EDFNJURXQG

% 6F ,QWHUQDWLRQDO %XVLQHY%V6F&RHFERODIFQO (QIJLQHHULQJI% BHFFIKEHIADHH LQ FKHPLVWU\ |URP MK HLYQUIRMUHUBUWOFHWRQ 8QLYHUVLW\
%XVLQHVV 6FKRRO 8QLYHUVLW\ RI '"HQPDUN Rl ,FHODQG 0%$% 1RUWKZHVWHUQ 8QLYHUVLW\ -/ .HOORJJ

0 6F $SSOLHG (FRQRPLFV )LQODQFMH $SSOLHG OHFKDQLFV $DUKXSFRQRYHQWHWLQJ IURP WKH 7TEFKRRPBD®I 0DQDJHPHQW
&RSHQKDJHQ %XVLQHVV 6FKRRQ[HFXWLYH 0%$ ODVWHU LQ 0D @mIHMHUYWWRIRI "HQPDUN
7THFKQRORJ\ 7HFKQLFDO 8QLYHUVLW\ RI

"HQPDUN
2WKHU ERDUG SRVLWLRQV

(PEOD OHGLFDO KI %RDUG PHPEHU DQG 2WKHU ERDUG SRVLWLRQV

PHPEHU RI WKH $XGLW &RPPLWWHH 8QLYHUVLW\ &RXQFLO %RDUG OHPEHU
SH\NMDYLN 8QLYHUVLW\
8QLYHUVLW\ &RXQFLO %RDUG OHPEHU
$JULFXOWXUDO 8QLYHUVLW\ RI ,FHODQG
JRXQGHUV 9HQWXUHV DQG E\)RXQGHUV
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ODQDJIJHPHQW VoBbWSRPUDWDIHPRRDW®H PDQDJH WKH ULVNV RI GRLQJ EXVLQHVYV

*29

/[KH FXUUHQW ULVN ODQGVFDSH

A

5 LVN U H S R UWLQJ S U R?IKI-'LIO/\)QVUqDR 'GJHFWRUV SHUIRUP ULNRORYBBVWIDIMWMRQ WKH ULVN WUHDWPHIQW SODW SXW LQ SODFH ?

PRQLWRUV WKH RYHUDOO ULVN ODQGVBBSHGXXDP® WHYNHZM PDMMMHULDO FKDQJH KDV RFFXUUHQG WR WKH

JRYHU Q DQ FH FRQFOXVLRQV DQG UHFRPPHQGDW LR QNVWXENPMWY WGRE\DWMKH N FRPSDUHG WR ODVW \HDU RU b QHZ LV
7KH ULVN UHSRUWLQJ SURFHVV LV sDUWFRYWERH {JRESYVKLYN HDP DGGHG WKLV LV LQGLFDWHG LQ WKH LOOXVWUDWLRQ < >
PDQDJHPHQW DQG FRYHUV &RORSODVWkY FAMHAIWMHBHUNRVRPWKH ULVN UHSBUWIRWSBRFEVH YL O LW\ ULVINV <+

ZHOO DV JOREDO IXQFWLRQV W LV RYHYXHBOA\FRBXWRUHG E\ WKH &)2 WRJIJHWKHU ZLW};Q/WKH <>

JLQDQFH DQG WKH &)2 ZKR DUH DOVRogYS& RYLEQHFMRRUYV DQG wkH RYHUBDS WHRFBL QAR PRYQAAYVE VHSRUWLRI SURFHVV LV LQWHIUDWHG
VHFXULQJ DSSURSULDWH LQVXUDQFH ERWKWPIKGRW &R¥EVREAH RQ DQ RQIRAYR EHVIRS QRYWp VpHQWHUSULVH ULYN PDQDJHPHQW UHSRUWLQJ
ULVNV DQG IRU DVVHVVLQJ DQG IDFLOLWRWLDIYWKHExowxurn wkpw ppQpJH\RBRURDV2HEd BGR EXVLQHVV DUHDVIDQG JOREDO IXQFWLRQV
SULRULWLVDWLRQ RI RXU SULQFLSDO Wé¥MYHV xv WR XQGHUVWDQG DQG DFWREIMHHPA- P gLVN PDQDIHPHQW UHSRUWLQJ VXSSRUWY

7KH PDQDJHPHQW RI WKH EXVLQHVV DYIRYY DU PoREpBUVH HYHQWYV sURDFIWIY NSV HBEARF bOWNR WS RUWLQ I SURFHVY
IXQFWLRQV LV UHVSRQVLEOH IRU LGHBRRRIH, BRYHNXY WO VWURQJ SURFHMWY VFRSH HQFRPSDVVHV DOO UHOHYDQW DUHDV RI ULVN

PDQDJLQJ DQG UHSRUWLQJ RQ WRS ULVYV VS ILF \W KeHr U FOXGLQJ VXVWDLQDELOLW\ UHODWHG ULVN VXFK DV ZRUNLQJ »
DUHD Rl UHVSRQVLELOLW\ 7KH PRVW Lg(\gtg LSD@VFLQ(FNE%@RQU ULVN RQGLWLRQV DQWL FRUUXSWLRQ EULEHU\ DQG FOLPDWH

EXVLQHVV RYHU D ILYH \HDU WLPH KR Ud |RRUDWIH/ NHERIRVUMG QJ SURFHVYV zHFKBRHH AP3W I RWXP)HY DUH DOLJQHG ZLWK WKH ULVN

TXDUWHUO\ WR WKH *URXS V 5LVN 0D QIDIMAHRWSULQFLSDO ULVNV EHOLHYHE #RUM-@H®UREBBVDFEH ULVN SUL!%@%%@?S& S/léfﬂ“s/vf}/\%TXDOLW\ DQG
G DQG LPSDFW W K L
7KH ULVN UHSRUWLQJ SURFHVY DQo VERYERUKLIRBURANYPRYR VLIQLILFDERWON WREHDWHE g e B

IRUP WKH EDVLY RI WkH ULVN xsGDw P GKBYY EF SRR WEH{URXS v ExvEGILITRRBIGEN Wh BN idh B0 -2 @ ot RS By e D 2C, SROLWLFE

E\ WKH ULVN RZQHUV WRJIHWKHU ZL WU IPLORYRYNN &GBEMOW
X SH UPDQFH Q
WKH &)2 WR WKH ([HFXWLYH /HDGHUVKLSS HEEXHES WRIR 2XU SULQFLSDO ULVNV DQG UHVSRQVHV WR WKHP DUH LQ OLVWHG

%RDUG RI 'LUHFWRUV DW WKH TXDUW L
70KH HEXWLYH /HDGHUVKLS 7HDP LV HMQVEW@PW Lon Dones 2w O GRWPEREE D EOGRIER U POwW e o P L kD Ve
(1 WHS RRYORHQIRWDEOH DORQJ ZLWK [HRPHRHY BL WY BRSVWYHLU PLWLIDWL O RDFWCREY D'UH GLVFORVHG
GHILOLQY GRORSODVIN V RYHUDOO ULUNDRURIUEH WRRO W (HAIWBE0 LLVN LyKALINGROWT TRAN X1 ERY K VS HF I (655 IRSHF @ WK
‘ EXVLQHVV FR%‘SL&)FLW\QJHG

VWDQGDUGV IRU ULVN WDNLQJ DQG IRRI DNOKH QUIHPIHN RU VIR QRSODVW V VW UDWRIY . BHREWL W\ 6 WDWHPHQW
VR
UHVSRQVLEOH IRU ODXQFKLQJ DQG 057%9983(\0\’?_’\99\'\’"“3 SURYLGHV DQ DIZHYIRWYCERHHYIMT RROHUV DVVHVY KE RSN W Qgg%ﬁ%VHG
g

RYHUDOO VWUDWHJILHY DQG SROLFLHV 7KH\ DUH DO
WUHDWPHQW SODQV DQG DEWLYLWLHV Wk DERETI WREVARVRR S VXPPDULVA R P XD HET®WWR!IcDwD DQG L pids QWYRIBDRY
VLIOLILFDQW ULVNV WKH ULVN H[SRVXUH IRU HDFK ULVN WR¥KWAIRIRWR
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ODQDJHPHQW V56WISRPUM)PDJIHBUHDAFLSDO ULVNV

SULQFLSDO ULVNYV

5LVN WLWOHVFULSWLRQ 5LVN H[DPSOH 5LVN UHVSRQVHV

3ULFLQJ $PQBUJIH SDUW RI &RORSODVW V SURGXFWV LV VROG L QREZBHIUWN BIMLP BHKDWH BHIGIWAX DIGG L @ A G HDYG H O ROUEORU PDUNHWY DQG VDOHYV GHYHORSPHQW
UHLPEXUVHRHQUHLPEXUVHPHQW IURP KHDOWKFDUH DXWKRULWLHWHPO W KA-DWH BVQ G WBLUFIHAH DUHH RA® XHQFHG EROLWLFDO GHYHORSPHQWY DQG FKDQJHV WF
WKH HFRQRPLF DQG SROLWLFDO GHYHORSPHQWY LQ QDMAN @D @& D QG DGHUTLRIMDID POIWNHBY HEKIG JHWOBHOLQHY DQG UHLPEXUVHPHQW VFKHPHYV
FRQVWUDLQWY RI JRYHUQPHQWY KHDOWKFDUH UHIRURM LPEXUNHPHQIWS RENB ®Y ZKROHVDOHUVY ,QWHUDFW ZLWK KHDOWKFDUH DXWKRULWLHV
DQG GLVWULEXWRUV DV ZHOO DV WKH DELOLW\ WR FRYDQFEDEX\RU\RRKWKH HSRPRIFLW VBOKH ROIMMWRFLDWLRQV WR SUHYHQW SRVWSRQH RU P
SURGXFWVY EDVHG RQ FOLQLFDO HYLGHQFH FRVWV D QIEX®KWKUHYWHRXWARBRBFWLYHO\ JLQDQFLDO ULVN PDQDJHPHQW LQFOXGLQJ KH
%LRORJLFV LV QRW JHWWLQJ WKH ORFL DFFRUGDQFH ZLWK &RORSODVW V ILQDQFLDO f
UHLPEXUVHPHQW FRYHUDJH
&RPSHWLWLYH ELGGLQJ LQ WKH 8QLWH!

,QIRUPDVWIRFORSODVW RSHUDWHY LQ D G\QDPLF LQIRUPDWLRQ UYMW HRYDO RFQPHQWH E X WKW HIQ G B/MHRUD 8 QIG$ IF0 REDZY , DKROPHYURQ 6HFXULW\ 0DQDJHPHQ

VHFXULW\ OHJLVODWLYH GDWD FRPSOLDQFH REOLJDWLRQV %X V LL@H R ¥ PROSAHLURDQV WRIE K GRHGRIQ G- R\DWD HZ LIGFH. QR BIWGL @ B CPARIYEAL @ L EVH UWMHAE X WIHWY FRPSOLDQFH

RI LQIRUPDWLRQ WHFKQRORJ\ VIVWHPY RSHUDWLRQDG WHFE YRERD\OVHNQWHPNH SHRBEOHWBRGV XVEBWLYHEHBRQILRRD &K WWRRPSOLDQFH ODQGVF

VXSSOLHUV &RORSODVW SURFHVVHV KLJKO\ FRQILGHQENSDQVL QHEXRDWL RP@ QIOGROHQD O/AOVWHRWHBWMREFXUULQJ XVHU WUDLQLQJ DQG DZDUHQHV

SHUVRQDO KHDOWK LQIRUPDWLRQ WKURXJK PXOWLSO HFKIDQFIHPW DQ & H/ B R IOV & L QLIWDIO® & FR QUDHKFRVHGHDO ZRUOG F\EHUFULPH WDFWLFV IRU DO

GHYLFHV &RORSODVW IROORZV WKH ,62 VWDQGDUEWRUGEB LW B QE® SURNMHHFEMH B XYW D Q BV YD®IL\GIDXBSHVIL R LYWW G H WIHHFWVAIGR B\ D/XG SUHMBRQVH FDSDELO
SHUIRUPDQFH RI WKH ,QIRUPDWLRQ 6HFXULW\ 0DQDJHP A QW FOAV IWAP U |L&/0\5 L Y KWHRDXV KQDXGX.MW WR JH RSIRS RW VFHDDQWS HELMWWIRQYHU UHFRYHU\ SODQV

DQG ULVN PDQDJHPHQW :KLOH DUWLILFLDO LQWHOOLJHQFH $, LV PHQWLRQHG DV D ULVN H[DPS@®BURYHG WKLUG SDUW\ ULVN PDQDJHPHQW VX

ZH DOVR UHFRJQLVH LWV XVH DV D VHFXULW\ HQDEOHU 20H ,7 LQIUDVWUXFWXUH WR VXSSRUW WKH EX

FRQWLQXH WR LQYHVW WR PDNH VXUH LW LV V

/HIJDO DQERORSODVW RSHUDWHY LQ D KHDYLO\ UHJXODWHG LQGHM\RODWWRRW RV D/XE M I RW UXS W DRIQ RXD/Z @ OZY6 LORQ F RP $ICISDRFHHAL W@ FRGH RI FRQGXFW
FRPSOLDQFRMJXODWLRQV DQG LQGXVWU\ VWDQGDUGY DFURVV JHRRORSKDNW DQRZBXD QG HW K HD UGG XV WY WK AR BWIVORI IV F REGLFW OFRWO® GDUGY DQG LQ RXU |,
UHJXODWRU\ ODQGVFDSH FRQWLQXHY WR HYROYH LW GHBPRPH\&R®RSORUM \L RISFSXW/IDGWI RADR DRGRE (@ REIO M HVK WWWKX B S @ RIQBWDUH DZDUH RI RXU
DQG PLWLJDWH ULVNV UHODWHG WR EXVLQHVV HWKLFVL@H\VDODMFW URQGXORWRQDER D S WL DAQF i R DEARLLONK B LWV KXY QW RD F BVLXQMW DS QRBEEWBH Y HOR S FF
GLIIHUHQW OHJDO HQYLURQPHQWY FDQ DOVR EH XQSUHZ\FWIEOH GG B\RORMSLHD D\ R B 'R \R LY DXWHGR ECHBM COHDMO DB/ FRQILGHQWLDO (WKLFV +R
DV D PDUNHW OHDGHU ZH FRXOG IDFH OHJDO ULVNV DMWQBEVWLYB® MRLP\H E\FDXW K RYH WILRIWAVWWR X6 HWRLBDEXVLWNDW SRIOV WYLIERIYDRRUXFOBY DQG
UHVSRQVLEO\ DQG WR FRPSO\ ZLWK ODZV DQG UHJXODKRRKYD @RIBIWHYH RILNVSKMOHWLRI\DIODBS BQ L QDRFH G R UL SPEWRZ WR FRQGXFW LQYHVWLJIDV
ZKHQ SHRSOH DUH LQYROYHG VR DFWLRQ LV WDNHQ VKRKBG DLYINWXDMOIRQHIBUWNRHOHJDO DQG U HD X O DRDR/BIV FR R SUDK 1D GKIG L IQEARPRPULMXMMHH LQ DQ
WUDGH UHJXODWLRQV SURWHFWLRQ RI ,3 DQKGRXVWHIDZVH G\ \DWGLER WRALDQEH IXQFWLR (
VXSSO\ FKDLQ GXH GLOLJHQFH DQG FRQW ENFNWXBOVREDHD U WIRDYHRIUDSKLHY WR PRQLV
FKDQJHV DQG WR DWWHQG WR FRPSOLDQFH PC

DULVH
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ODQDJHPHQW V56WISRPUM)PDJIHBUHDAFLSDO ULVNV

5LVN WLWOMVFULSWLRQ 5LVN H[DPSOH 5LVN UHVSRQVHV

BURGXFWIRRORSODVW RSHUDWHYV IDFLOLWLHY DOO RYHU WKH ZRUWDEX DR VRQ SRR ®X FIVQ R D PVDXIHIVQ S GROF 1§ LDAMPUIHLLEDMDLFR QJ HIVSIRALWH BEE MRQWLQJHQF\ SODQ
DQG EXVLEHNOWUDOLVHG IDFLOLWLHY DQG LQ VRPH FDVHV &R ORDOMDWND G XCLAKODANHH/U Y DRZUP RW KIKIW CHPH U JH Q¥ HISD UB W L R RY FRUL WD BDONHJRFHVVHY DQG ZR
FROWLQXLARPSRQHQWY XVHG LQ SURGXFWLRQ DQG ILQLVKHG SURGWRDWLRAP PO H R RSWR PILVXS\S & HHLYWD ILROEDHELLVO LM F BW B R @ GR{ FUNVO HRAD @ WUIDFLOLWLHV WR

UHDVRQV RI DYDLODELOLW\ TXDOLW\ DVVXUDQFH DQGXRRMW HIITHFWLYHQHVV +35 LQGXVWU\ VWDQGDUG
'LVUXSWLRQ RI WKH VXSSO\ FKDLQ GXH W R&RKQRALDIDHINY § Q DEHO LR/ WL JKXDIOUN VXSSO LHU
LVVXHV IRUFH PDMHXUH VLWXDWLRQV FKDQYH Q@ RPDLHNH W FROGERMRQGVRQ WR PLWLJIDWI
VWULNHY SROLWLFDO LQVWDELOLW\ RU RMIKHO LRWLHHQ/W @ YEHORVQRAX B K I FRRIQ AWIRNDLFDO UDZ
UHVXOWLQJ LQ SULFH LQFUHDVHV LQDELOERRSRRN@WVYF H @G LWMXIDRDLO LFDWH B QDRIVV X EV W L
FRPSRQHQWYV DQG ILQLVKHG SURGXFWYV DISS ORNMYEIOM UHYHQXH

3URGXFWW LV HYVHQWLDO WKDW &RORSODVW PDLQWDLQV D FRFSGHV DWW LY G CDWE AIQURROMOMED B 8 QR G X B LSROBWHBLMY H & SWHLZQ 1 FQRRIVHD BXLWIHQ HWR/ZW K LQLWLDV
LQQRYDWLWRDDMBHHWY WKH QHHGV RI WKH XVHUV 7R DFKLHYH WXAN R&RQRRY DYWL RI O HIVX G\WP LIQN VL. Q EL 6 R\REPHRYGRLOVRLS/LDON LRXQS WU IHRUG DR G OFRZLLQ@LIFD O O\ GLIIH
GHYHORSPH@WHUDFW ZLWK HQG XVHUV DQG KHDOWKFDUH SURIHWVKIR GIMOWUW R | SIURRAVAHEWAY LIOR\PEEGIOH. FINRUD/O ISWIRESKHIDWL\@ X ($ W IOFLHD S \BHWHRUPDQFH SURJUDF
DJDLQVW LQIULQJHPHQW IURP FRPSHWLWRUV DQG WR %QBHYMMKLQG MXKH VRKDOLGE DIOHLGI® \W HGWE R Q@ CRW QW GXR V8 Y HRYH YWHFRBENWWWR UV IURP FRS

WUHQGYV WKDW PD\ LPSDFW RU OLPLW VDOHYV DQG D ORVV RI PDUNHW VKDUH IURP SURGXFLQJ WHFKQLFDO HTXLYDOHQW DO\
,QIULQJHPHQW RI LQWHOOHFWXDO SURSHUWRQLWRW V> PDILEBGXFGG PHGLFDO GHYHORSPH

FRPSHWLWLYH DGYDQWDJHV DQG QHJDWLYWHFKORDRWLHNOMKDW PD\ LPSDFW WKH YDULR)

3URGXFWRORSODVW LV FRPPLWWHG WR HQVXULQJ WKH TXDOLWRWM RW® LFHRGE X MWW RD DHEO\W KRHU VADD B W \ DFEMLYQW HOMM MOR GHRYGIGRBBBQMWQBEG LPSURYHPHQW
TXDOLW\ DXOVGHUV LQFOXGLQJ RUJDQLVLQJ WKH VHFXULW\ Rl SHUYRWE @ 5D W D Z'$ X & RIO-RIXODWWA FSQR & XF AHV/ARFIN. \EH S URFWGXUHYV DQG VXSSRUWLQJ LQIR!
VDIHW)\ FRPSO\ ZLWK WKH PHGLFDO GHYLFH GLUHFWLYHV DQG 'GIHHEWYDIWQL®R @ R P\B\RVRHEY ED QOGR F D O WKLHFID@WKUIRRIEPHWK T XGIHVILWQ &G WHD MARVSRVW PDUNHW VX
DXWKRULWLHV DFURVV GLITHUHQW JHRJUDSKLHV VXFKLBVXMKHL §6S)RRGXPYGGHWWXIIQ DQG PDQXIDFORQULPR UVEBIL FRE® GRELBQBESMDUNHW VWDQGD
$GPLQLVWUDWLRQ )'$ DQG WKH (8 OHGLFDO 'HYLFH 5HIXHWMNWLRRDQW'S/DOHKDPHDERYIR UHFDOOV ERISQGPHQWXUDQUQRK DQDIEY (LU EQPREYRUDW |
VLIJQLILFDQW LQYHVWPHQWYV WR FRPSO\ ZLWK WKH 0'51RQ \FR PRSI0 IDIFQ K WZH.GV K D MWL BV R W H F W L R @ FOUHW L VIFIDWLLIR@ MRU B KU VMRKQDQ WE\DODI DIJHP HQ W

OHDNV OHDGLQJ WR PRQHWDU\ ILQHV D Q GDQHES X @AD M@ QW ORDEDYM DQGDUGY DQG FDUU\

(FRQRPIKH FXUUHQW JOREDO PDFURHFRQRPLF WUHQGY OLNH (KLRIERLPQIFO D @G RIR OG MYLLPOSON HEGV WXOSESLAD\ L ki DI@® LH/P RIW FLIRURHERRRIAL EFDQ@G JHR SR

DQG SROLWHBPNAQLQJ FRQVXPHU VHQWLPHQW LQ HVSHFLDOO\ &KDQ B D W RJI KFMRFQFIHUIQ PRIQIDMILY\HOR MU FHLFW L @ & RXQJ FR VWV JRY & UUHPHK@WDIOQS RO L F L H

HQYLURQPWOWLIIV DQG JHRSROLWLFDO ULVNV OLNH WKH ZDU LQGENUXSGH PQW FKRSDHDWILRD W KFRR B H U B M@ DIFVRQRMQW YV VDIQIBW KBS DIIHFW RSH
HQYLURQPHQW DQG KDYH UHVXOWHG LQ DQ LQFUHD VHG& DIHY HIDQRS! [FRKDIDFONH @ XHIVDREQ OV KMH  WIRR FIRWQ GV YELW LI VIVQI® REB 60\ FKDLQ LQ V
PHGLXP WHUP ,Q WKH ORQJ WHUP GLUHFW DQG LQG L UBSIFWLIWLFOIOF DDFIMRROUN FIRIX OBWQ B J DDLU R B © D WWRIQ P/ HIFQXRIQ XVG LLOLV 816 OMDGIM F\D S H
LPSDFW VDOHY DQG RSHUDWLRQV 7KLV ULVN LV DOZDW JSUH VIHD WQ PXMDWILQJI RUXIPEVIURI RO ROMD BWEROQN PRRSOVDIQFEH ZLWK YDULRXV V
JURZWK PRPHQWXP ,Q WKH VKRUW WR PHGLXP WHUP ®RIFPDIDUVMDWLR §XR/IVG D WEN D Q GQGIL LAV QJ F YRW YD ERINMKHD SRMLQWLADOR U G\DMWPD Q D.

,UDQ GXH WR VDQFWLRQV ,Q $UJHQWLQD %UD]JLO D Q ®RQLUNR UH GGIX ¥ DVDR WIERQ@\R BICFG L I)Q WOUELLDIL YW FIED® URLRR/S DILVB K FFR QJ WHUP H[SRV XL
LQIODWLRQ
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ODQDJHPHQW V7ZEHSRUMVDLQDELO BXV\WODQDELOLW LQWURGXFWLRQ

6XVWDLQDELRGWEWDRQ

'LWK $QQXDO 5HSRERORSODVW UHOHDVHRREMMN LQIRUPDWLRQ (656 6 6 DQG 6
LVFORVXUH UHTXLUHPHQWY LQFRUSRUDWHRBFEDWULIRIH DIQGFSDJIJHV
ILUVW LQWHJUDWHG UHSRUW LQ DFFRUGRQYHH QDWRHVNKHIRUPDWLRQ (656 *

h D
&RUSRUDWH 6XVWDLQDELOLW\ 5HSRUWLQJ 'LUHFWLYH &65" 0 WHYI
Q ,g%GGLWLRQ WR WKH &65" &RORSODVWERPSOLI—LV ZL%I%%I&LFFDQW JURXSV RI SURGQB PHQW SHSRUW
DQG WKH (XURSHDQ 6XVWDLQDELOLW\ 5HSRUWLQJ 6WD%GDUGV
'D LVKQ/L%DQ_IFLD 6WDWHPHQWY $FW h G VHH SDJH
(656 7KH &65' DLPV WR LPSURYH WKI-EI) GUHQ GS VUI-”-QE\DJH x99 7KH UROH RI WKH DGPLQLVWDQWIHMHQW 5HSRUW
LQIRUPLQJ VWDNHKROGHUV DERXW WKH FRPSDQ\ V

\
QFRUSRUDWLRO E\ UHIHUHQFH . ,QIRUPDWLRQ SURYLGHG W &Gg WA
VXVWDLQDELOLW\ LPSDFWV ULVNV DQG RSSRUWXQLWLAV . 52V 29 PDWWHUV DGGUHVVHG E\ W
&RORZODVW XWLOLVHV WKH LQFRUSRUDBWHG E\ UHIHUBRES 4pHow DG vXsHUYLYRES BREWHY QFH 5HSRUW
)RU WKH LPSOHPHQWDWLRQ RI WKH &65S3SD RIMAKREMHEREWRIYHG QDUUDWLYH SXUSRVHY DQG KDV

@WHIUDWLRQ RI VXVWDLQREL QRYHG
KDV EHHQ WR GHHSHQ WKH XQGHUV W B@®FRIE R RFKHD WLMF ORWOWH UHTXLUHPHQWYV RXWVLGH MKHR UPDQFH LO LQFHQWL VI N SRUW
IRU &RORSODVW V VKRUW PHGLXP D@&\ORMLUQWEUGLWAFFEMDWHPHQW 7KHVH GLVFORVXUH

gLYN P JHPHQW DQG LQ R QIR

DQG VXVWDLQDEOH JURZWK :H KDYH ERIO®DERRDYMG DEGRVKHLU ORFDWLRQ2OUH SUHVHQWHG, LA, DLQDELOLW\ UH RH uw
JHRJUDSKLHY DQG EXVLQHVV IXQFWLROQINVEWR WKW R H HJ RXW
XQGHUVWDQGLQJ RI EXVLQHVV SURFHVVHV UHVLOLHQFH DQG
GXH GLOLJHQFH DV ZHOO DV WR JDW KB UDWIH@QIWLDO GDWD IRU

) 6* UDWLQJ

&65" UHSRUWLQJ &RORSODVW LV FRPPLWWHG WR WUDQVSDUHOW VXVWDLODELOLW\

UHSRUWLQJ .H\ PHWULFV DQG SHUIRUP DXQRAH K8 G /W H BaB W/ V 6XVWDLQDO\W'BV (FRYDGLV
‘H FRQGXFWHG D GRXEOH PDWHULDOLW)\ DVVHVVYPHQW ‘0

VKDUHG LO TXDUWHUO\ DQG DQQXDO UHSRAUOKGHE DEWRRKHHIQY $$ 6FRUH 6FRUH % 5DWLQJ %URQI]H
LQ OLQH ZLWK WKH (656 UHTXLUHPHQWYV 7KH '0 X({JGHUSLQV

PRQLWRU (6* UDWLQJ"DJHQFLHY DQG DVVEREBY WKBLVW PHGDO
RXU UHSRUWLQJ B\ LGHQWLINLQJ VXVWUDHLOHDYEDL(?éIXV\ngDOVy(WVVUD\(J\ SDUWLFLSDWLR® @RHG O W FRYRWCGSGBHFHYV &R WRISO®IVAD WHVYKB ORRUH LV, WERXYMHFHY &RORSODVW
LOWULQVLF WR &RORSODVW V EXVLQHVYV PRGHO 086 YD8XH FKDL ¢ ’ R @ '

’ DWIHQg\Lj KHOS XVDEVV(%VFKP UN SURJUHYYWIKGEBQOMGLEZDWKLQ WKH WRBN UDQNLQUKH DYHUDJHDRRWKMVKH WRS
H

ODWHULDO WRSLFV DQG UHODWHG ,5
EHIJLQQLQJ RI HDFK (656 FKDSWHU

v
HVHOWHG KH
PHQ\% DUHDV DQG SURYLGH VWONXMKROLHYYV DPWRJI +HDOWKEORSODVW LOH @/IKAHD & RBEX LBSIPBIQ®W UDWH G

FUHGLEOH WKLUG SDUW\ YHULILHG LQV I0DKYKVDLEFQWKR) IRKKN DRREH Q W WK SHUFHQWL®OXSBIONLKNVQVIFRWRDQLHYV
7KH 6XVWDLQDELOLW\ 6WDWHPHQW LWSNDWWNLRDEKELW\ SHUIRUPDQFH DV QR RYHER®OHOLHV FRMSOHRKHD OWKFDUH
ODQDJHPHQW 5HSRUW DQG FRPSULVHV WKH IROORZLQJ LQGXVWU\
PDWHULDO (656 WRSLFV

*HQHUDO LQIRUPDWLRQ (656
(QYLURQPHQWDO LQIRUPDWLRQ (656 ( ( DQG (
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ODQDJIJHPHQW V/EHSRUMWDLQDELOBWH$ /VODDWHIPRI@Q RI WKH 6 XVWDLQDELOLW\ 6WDWHPHQW

SUHSDUDWLRQ RI WKH 6 XVWDLQDELOLW\ 6WIL

% 3 &RORSODVW KDV XVHG WKH RSWLRQ WR VRIPRLDWHYD DWIMKASWRWR QY DQG SRWHQWLDO XQFHUWDLQWLHYV IRU
%DVLV IRU SUHSDUDW/IECIR/QVLYH LQIRUPDWLRQ FRQFHUQL@®HWULFV LQFOXGLQJ ZKHQ XSVWUHDP DQG GRZQVWUHDP
YDOXH FKDLQ GDWD DUH LQFOXGHG DUH GHVFULEHG LQ WKH

7KH 6XVWDLQDELOLW\ 6WDWHPHQW KDV E»E® sudsip{Ha3 RQ D L\%?LYLGXDO DFFRXQWLQJ SROLFLHV

FRQVROLGDWHG EDVLV DQG FRYHUV GDWB56®c LEARDPYWIRRBURGXFWYV DQG UYLFHV h
IRU WKH UH SR UW LXFIW\RIHUWR P h h D h FG h DF h h h $B5YHUDOO PHWULFV UHODWHG WR &RORSODVW V RZQ RSHUDWLRQV
6HSWHPEHU $5 h DUH PRUH DFFXUDWH DV WKH\ DUH EDVHG RQ SULPDU\ GDWD

,Q FRQWUDVW PHWULFV UHODWHG WR WKH YDOXH FKDLQ VXFK DV
6FRSH HPLVVLRQV DUH OHVV DFFXUDWH GXH WR WKH

LQFOXGH FRQVROLGDWHG GDWD IURP W&:T/%DbHIS\%/F)EUSﬁ(\\/ LQ UHO PHYPLFEDHRYPLRELUHFW VRXUFHV VXFK DV VXSSOLHU SURYLGHG
&RORSODVW $ 6 DQG LWV VXEVLGLDUL @Jﬁl\?ﬁﬁ) SDWD DFWLYLW\ GDWD DQG VSHQG EDVHG GDWD IRU

7KH 6XVWDLQDELOLW\ 6WDWHPHQW Lv\é§Ql\_/|FE>EGIDI'WEG II:RI'OUREL%PVWD U Q FDWHJRULHV 6HH WKH DFFRXQWLQJ SROLF\ VHFWLRQV
WKH VDPH DSSURDFK DV LQ WKH )LQD®@KUDWLAEW DVRWRHRQWMW DUH FRQVLVWHQWRIL WRUWMKIH GRUIEQWMVRRQ YV

XQOHVV RWKHUZLVH VSHFLILHG LQ WK¥MHQEHIRMOW L QY HROLFQH YV &KDQJHV LQ WKH SUHSDUDWLRQ RI WKH 6XVWDLQDELOLW\

ZLWKLQ HDFK WRSLFDO (656 GLVFORVXPH \y| by KRUL]JRQV IRU ,52V DUH FDWYYRYHPHO WY vkRrRUW

&RORSODVW KDV GHILQHG LWV RSHUDW RID'HPRQWHIBOXR) RQH WR ILYH \HDOAWRIGE R GYIXUHV KDYH QRW EHHQ LQFOXGHG LQ WKLV \HDU V
DFFRUGDQFH ZLWK WKH (656 HQFRPSDIVNLYOU\WRHVSDURDQW HU LI D VSHFLILFHSRWIRBWREWRMMWERARIODVW V IILUVW DQQXDO UHSRUW DOLJQHG
FRPSDQ\ DQG LWV VXEVLGLDULHV ,Q WWKH REHEGHRILQ WKH HQWHUSULVH UDP®RE PFRODRAPARR FoZ LWK WKH UHTXLUHPHQWYV RI WKH &65°
DFTXLVLWLRQV RU GLYHVWPHQWYV WKHUREHNV YL @/KEHLOLWN RU RSSRUWXQLWYRES®HEH B\BRAMHQLQRH \HDU KDV EHHQ LQFOXGHG IRU VFRSH

6WDWHPHQW IROORZV WKH VDPH SULQRIOSIRAL ®Y RXKH (HIOQW QR KRR UL TR Q V VFRSH DQG VFRSH JUHMHQ KRXVH JDV
HPLVVLRQV DFFRUGLQJ WR WKH UHTXLUHPHQWV RI (656 (
6WDWHPHQWYV (VWLPDWHY o

7KH PDWHULDO LQIRUPDWLRQ GLVFORMH®W KI) SWKHSDUDWLRQ RI RXU 6XVWDLQDELOLW\ 6WDWHPHQW

6XVWDLQDELOLW\ 6WDWHPHQW LV EDWMNRBDWKE '§PYH EHHQ PDGH LQFOXGHL'TPRYWYPY¥WHRPERYKEU OHILVODWLRQ

FRYHULQJ &RORSODVW V RSHUDWLRQWRQWRRAXB BKYDWRHGDWD 7KLV DIITHFW VWi XIMERIYNPFE QLYK UGHWDORYHPHQW FRQWDLQV GLVFORVXUHYV RI
XSVWUHDP DQG GRZQVWUHDP YDOXH MKKOH Y XVWDLQDELOLW\ PHWULFV WKH (8 7D[RQRP\ ZKLFK LV GLVFORVHG RQ SDJH

7KH PHWULFV GLVFORVHG LQ WKH 6XV0y(§/§LQDELOLW\ 6WDWHPHQW
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ODQDJIJHPHQW V/EHSRUMWDLQDELOZWH 6GRXEOHAHRDWHULDOLW\ DVVHVVPHQW

([KHGRXEOH PDWHULDOLW\ DVVHVVPHQW

|52 IRU DEVROXWH LPSDFW DQG VHFRQ®DMMUILDD QK VY DIQGN REBRUWXQLWLHYRP (656 ( &OLPDWH FKDQJH (656 ( 3RC
' GHQWLI\LQJ DQG DV \VH VW OQJ_QGLFDWLQJ WKH PDJQLWXGHVRN WIDLNDELOLW\ ULVN DQG RSSRBWHURMDYWMERFYWL@56 ( 5HVRXUFH 8VH
3ULRULWLVDWLRQ RI LPSDFWV ZDV EDYHBFRQW HY HQWHIDQ®HG LQWR &ROREFERQRW \V (@506 SURZIQVARUNIRUFH (656 6 :F
P DWHULDO ,52V OLNHOLKRRG 7KH PDWHULDOLW\ WKUHQKR®SDIW V@ W IO Gk RRREQBYVW D UH D VLRQ\E KIO BE O BH REMPWQR 856 6 &RQVXPHUV
2XU PDWHULDO ,52V ZHUH LGHQWLILHE \WKBRMJKQRDS ZLWK WRSLFV EHWZHK® SDREHVEHWRILGHQWLI\ DVVHVV DRQGGS (B5BUL WIXAH Q HVNVEBQG X FW
YOV WLIDWHG DV SDUW RI WKHLU 0 :
RUPLQI WHR EDVHOLQH £LWK QR FKD GBS L QSR 5 H YR BEY O DFFRxgﬁwﬁﬁﬁv&i‘immﬁ%LﬁéﬁmwG "2 Wk FAAURGW LILRE W ese aLvrorvxur
IRUZDUG ZH ZLOO UHYLHZ WKH '0$ D @QWBOGVWWR @R MMDWKKROGHUV DQG H[SHUWV HVWDEOLVKHG FRPSOLHG ZLWK LQ SUHSDULQJ WKH 6XVV
PDWHULDO ,52V DUH LQ OLQH ZLWK RX.QWX\IQIHV ¥ DQMBEURO SURFHGXUH RI RER WTPLHEQ&(\?HSHQGHQFLHV R 6 WEW HPISQWWW ZUAW H Q W HIBQRQWSDH) DY VWA
WU DWH LVNV DRG RSSRUWXQLWLHV ZHUH FRRN GOMUDHERWRWRXWKIWKIEHULYH [URP RW!
ODWHULDO LPSDFWYV GXDO VFRULQJ Rl HYHU\ VXVWDLQDELSUWVMWREHE RRHSDIHMN DQG

.Q WKH SURFHVV RI LGHQWLI\LQJ ,52V)BHODKH @ W FZ i KORSO DVW RULQJ W R RS SRUW K CLOWIQVVAHWWR HQW HPEHGGHG, [.Q WKH '0$ LV

EXVLQHVV LQWHUQDO VXEMHFW PDWWHWH WPSHMBMVODEYBYWN®DWWHUYV G H I LEDHG GOR W KR OFSSOWR B EDRXS ULVN LQGLFDWRUV 7KXV _WKH
VHYHULW\ DQG OLNHOLKRRG RQ HYHUV WDEMERIIGY ,QISHKVBURFHVV ZDV LQIRUPG IGQEN LWIKHGGWH WDLQDELO LW\ uHoowh & bl v LJ*/H)&GXQ@S%VX&\‘VLWK H 'O

SDUDPHWHUV LQFOXGHG &RORSODVW GDWDHREEXS/WRFAHYYWY ZEGFK DUH HRPEHGSUICRUQWRVRIGUUADODWLYH WR RWKKY WHSHVURD O LENY WRSLFV DUH SUHVHQ

GDWD FROOHFWHG IURP LQWHUYLHZV RIQERBISKWWQ O DIQVKWKLFDO EXVLQH VRS SRUWTOQD OV RQ SOJRXU LGHQWLILHG ,52V XQGHU HDF!
LQWHUQDO DQG H[WHUQDO VWDNHKRORDHIDI BFEY@WVV&RWRB MIMGNVRWKHU RSHUDWLRQDO IXQFWLRQV (656 WRSLFV DUH RXWOLQHG LQ WKH '0$ ¢
RSHUDWLRQV UHODWHG WR WKH VSHFDM. G KBEBULEHG XQGHU 6WDWHPHQW RQ 6XVWDLQDELOLW\ 'XH HVFULEHG XQGHU WKH (656 WR
OLIHOEHLRO 501 LVFORVXUH UHTXLUHBHGEWN 01w: swownerow 2vrun00
7R IDFLOLWDWH D VIVWHPDWLF LPSDFW DVVHVVPHOW D VHW RI
VERULQJ NH\V ZDV HPSOR\HG LOQFOXGLIOH DAMHGYWWQ@FWREXVHG RQ Lpsprwh BHobWMddIdg EV WKH 6 XV WHDWQDMR WEOHLFRLK DFWLYLWLHY RI F
VFRULQJ NH\V IRU QHJDWLYH LPSDFW\& RORSOWDL\QN DFRMLYLWLHY ZKLFK DUH @W)@LVVGHFPJH)QI\NHVV \(/SV:T?L\;\;V\[/J?;VUHJSLHFR?C’)"HR;LLV\\’/V;"I'_\év'\)/\l_/P%\;zQka
(QYLURQPHQW IRU 6RFLDO DQG VFREQ@ILGEMLWRULQYROYLQJ VXSSOLHUYV p\vaLﬂbEF@ | 0J PDWHULDO ,52V RQ D VXEWRSLF OHYHO
*RYHUQDQFH $GGLWLRQDOO\ D SRVLWRENIDFSDFIN YFRQIGQRIILFH RSHUDWLROV. W KH %%'Rfﬁ]b{/v FRQQHFWHG”Wh A SURFH VY R BOMHAG WKH FRQVLG
NH\ ZDV GHYHORSHG WR DVVHVV SRVLSWRGXIERMSD FOIVQ/G BREB MV KFDUH SURIHV%#BRI{%Y_' H LPSRR oLvw EpVNEIRLHERQW ¥pWHY VXEVLGLDULHV VHF
ILQDQFLDO VFRULQJ NH\ ZDV GHYHORSHGHRADWHDANDWH®DV EHLQJ OLQNHG WR R % D%SGHBQ\\;VA_V\%_YG DEERUG LGV W YWY JHEODWHG WR WKH LGHQWLIL
ULVNV 7KH NH\V IROORZ WKH JXLGDQPKGURE (6 GVKKHYUBOXH FKDLQ WKURXJK VIJ.DQJW\{RU GHWHUPLOLQJ GLVFOERRRHF WHGEWR PFIMLYLWLHY IURP RXU R
DSSOLFDEOH UHODWLRQVKLSY 7KH '0$ LQYROYHG HQJDJHPHQW ZLWK RXU XSVWUHDP DQG GRZQVWUHDP YDOXH
(DFK VXVWDLQDELOLW\ WRSLF XQGHUZI?WHU %% Q/%%UHL%VJH%LQL?\?WVWDNHKRC%EH\UH/GYFRQ WRHHUNZWPDIQ® &ROR SOLHUNM W MARL WXUBR WKRI HQVXULQJ EXVLQ
6XVWDLQDELOLW\ 6WDWHPHQW RQ GLGRHRWHWH RHE&KOREOHDYWMVYSURGXFWYV

P
IRU (6* LPSDFW RQ D VFDOH ZLWK IRU Q% LPSDFW DQG
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ODQDJIJHPHQW V/EHSRUMWDLQDELOZWH 6GRXEOHAHRDWHULDOLW\ DVVHVVPHQW

7KH LGHQWLILHG PDWHULDO HQYLURQ®\HQWDIHY X © %D FKH FIDGDWEHW\ WR PLWLIDWH DRIG PYRADWRHBPLDO (656
WR WKH HIITHFW RXU RSHUDWLRQV DQ G RSIGAWW MW & XMIVOWVDQG WDNH DGYDQWDJIH RI
DFWLYLWLHY KDYH RQ WKH HQYLURQPR®IR UWXDUGLGY *4+¥ GHHPHG VWURQJ

HPLVVLRQV UHVRXUFH XVH DQG SROOXWLR RI PLEURSODVWLEFV
&KDQJHV WR PDWHULDO ,52V

‘H DUH D SHRSOH V EXVLQHVV ZLWK RXKLNPSORWHHVLUVW \HDU Rl UHSRUWLQJ RQ &65°
ZRUNLQJ SDVVLRQDWHO\ WR GHOLYHUFRQISXFW RIUR GXF WK I )& VXOWV RI WKH '0$ WKXV IRUP
VHUYLFHV WR SHRSOH LQ QHHG 7KXVWWKRHEP¥HEWH PR MM ®UH FRQVHTXHQWO\ QR FKDQJHV WR
VRFLDO LPSDFWV UHODWH WR WKH HITHEWIRYE ExAB AT PFHCE WR SULRU \HDUYV

EXVLQHVV UHODWLRQVKLSV KDYH RQ BoHURARHJR6BUFAH WHKSRUWHG RQ ZDWHU FRQVXPSWLRQ

YDOXH FKDLQ ZRUNHUV DQG RXU FRQNREHYMNUW E® WG RQ WKH '08 WKLV PHWULF ZDV GHHPHG

XVHUV LPPDWHULDO DQG LV FRQVHTXHQWO\ QR ORQJHU SDUW RI WKH

UHSRUW
5HVLOLHQFH DQG ILQDQFLDO HIIHFWYV

7KH FXUUHQW ILQDQFLDO HIIHFWV RI WKH LGHQWLILHG PDWHULDO
ULVNVY DQG RSSRUWXQLWLHY DUH PRVWO\ UHODWHG WR ILQDQFLDO
SHUIRUPDQFH VXFK DV ORVV RI UHYHQXH RU LQFUHDVH LQ

RSHUDWLRQDO FRVWY ,W LQFOXGHV IRU H[DPSOH ULVNV UHODWHG

WR &RORSODVW V SURGXFWV FRPSO\LQJ ZLWK WKH UHOHYDQW
VWDQGDUGY DQG SDWLHQW VDIHW\ PHDVXUHV (656 6 DV
ZHOO DV ULVNV RI LQFUHDVHG FRVWV RU ILQHY UHODWHG WR
FOLPDWH FKDQJH (656 ( DQG UHVRXUFHV (656 (

7KH LGHQWLILHG PDWHULDO ,52V DUH FRUH WR &RORSODVW V
EXVLQHVYVY DQG VWUDWHJI\ 6WUDWHILF DQG RSHUDWLRQDO
LOQLWLDWLYHYVY WR DGGUHVV ,52V DUH HPEHGGHG LQ HVWDEOLVKHG
JRYHUQDQFH VWUXFWXUHYV

7KH JRYHUQDQFH VWUXFWXUH IRU VXVWDLQDELOLW\
SHUIRUPDQFH XSGDWHY DQG FRUSRUDWH GHFLVLRQV HQVXUH
SRWHQWLDO ULVNV WR UHVLOLHQFH DUH LGHQWLILHG DQG
FRPPXQLFDWHG WR WKH GHFLVLRQ PDNLQJ VWDNHKROGHUYV
7KH %RDUG RI 'LUHFWRUVY DUH LQIRUPHG DQQXDOO\ WKH
([HFXWLYH /HDGHUVKLS 7HDP TXDUWHUO\ DQG WKH $XGLW
&RPPLWWHH LV EULHIHG ELDQQXDOO\ LQ UHODWLRQ WR (6*
UHSRUWLQJ

PDWHULDO

LQFOXGLQJ WKH
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ODQDJHPHQW V7ZEHSRUMVDLQDELOLVEXY¥WDWHPELONLW\ 6 WUDWHJ\

6XVWDLQDELOLW\N VWUDWHJ\

6%0

GXVWD LQ D E LO LW\ F) DWWLIJ?UK/PELSQQRB( UDOXH FKDLQ MRAWLKYVWRHW WRUWPVIRIOYV IRFXVHG RQOFBBBODQRIFWRPQRES®OHR/S\OM ,52V DUH WLHG W
DQG L H N LPSDFW SURYLGH UHOLDEOH KLJK TXDOLW\ SURG

VWUDWHJI\ EXVLQHVV PRGHE BEE

WR WKH HQYLURQPHQWDO IRRWSULQW JH
2XU VXVWDLQDELOLW\ JRDOV DSSO\ DRURVV ZW¥KB LR QMWR U H
YDOXH FKD |_Q SURGXFWLRQ DQG ZDVWH WKH UHVRXUFF
&RORSODVW EXVLQHVV ZLWKRXW GLIIH WBHGW E B WIFRRG HE\ BXQG Q WMWY VVLRQV E\
LQFOXGLQJ UDZ PDWHULDOV DQG WKH Ol
BWULYH VWUDWHJI\ DQG VXVWDLQDELIDUMOY PDUNHWYV RU FXVWRPHU JURXSV &XHVRBHRIDHV HHIRQ VVLRQV SHU SURGXFW E\
VLQJIOH XVH SURGXFWV 'XH WR &RORSOD
7KLV UHSRUWLQJ SHULRG UHSUHVHQWVKWKH OBVWRGHD LWRIRSHDQ PDUNHWYV  KHIZGRRXQWHULDOV LQ SURGXFWV DQG SDENDJLOJEL

6WULYH |IRU ZKLFK ZH GLVFORVH WKRWKHAYLGHEHQ@RSHG PDUNHWY KHDGFRXQW DQG 5SSO\ FRDEQ ZH DUH YXOQHUDEOH WR ¢
LQIRUPDWLR ‘LWK 6WULYH ZH DLPHH WR QHEBRENHWY KHDGFRXQW 6L LEDQW WKDW FRXOG DITHFW WKH SURGXFWLRQ 1
Q Q - FR QNLQXH W H LQLWLDWISS®Y ZLWK WKH VDPH

@Z DQYGH/VWRD V
JURP B VXVWDLODELOLW\ SHUVSHFWLYH
LQ PDWHULDO FKDQJHV ZKLOH
DWHUCDOV "HQHUJ\ KXPDQ FDSLWDO IUF
VXSSOLHUV

Xc
Or
O<

ZKLOH RSHUDWLQJ UHVSRZH DEBLHQHEXVLQHVY DUHDV LQ WKH 0DQDJHPHQ
IXUWKHU UHGXFWLRQV LQ VFRSH DQSHUMBHAM RO DQG UHYHQXH IRU HDF

100!
=
O
< &

LQFUHDVHG RXU ZDVWH UHF\FOLQJ U DSWH VH@AV U 8 AOOF WE H BN ISOUAHOWRH VHFWLRQV RQ ZRUNIRUFH DQG LQVLJKWYV IURP KHDOWK
UHODWHG LQMXULHV LQ WKH ODQDJHPHQW 5HSRUW )RU WXKWHWHJIPHQWLW\ PDWWHUV LQ RXU ERQIQKVNUPRGHOIDWIGHU LQSXWV WKURXJIK
UDWLQJ SURII WOQVWHKHSPLUGDQFLDOYDOXH FKDLQ UHODWLRQVKLSY LQ WKH VXSSO\ FKDLQ D

6XVWDLQDELOLW\ ZDV RQH RI WKH HQgR\I\%EJ\%E'lPY' \%ILGH WKHPHV

2XU EXVLQHVYV PRGHO LV EXLOW ZLWK'AMWKHORGIR Y DRFXWHERGAILQJ RI LQSXWYV
RI WKH VWUDWHJ\ &RORSODVW LQYHVWHG ".. PLOOLRQ Q @ Q Q

KDV ILYH HO BoRH. WIXD/QJ FOLQLFDOO\ GIPIDHQDH A ® WMDRMUHRXJK RXU VXSSOLHU PDQDJ

VIVQ R FLDOO\ VERSH . KDV EHH
SXELSSUV\\;VKHHEYXELzYLHWKSNHHU\L\?v(\;/DLA?H\QEVW[EL)Q%QUS&FE;WE%;\@ND\:il_\xﬁHéWXUH FRURGXEWN WRURXIK LOQRYDWLRQ  ®&BOBLEUWAO LRXEDXDOLW\ PDQDIHPHQW
Q Q OGH LAK VR WK SURTHUROERY WKURXJK SDUWQHULQJ @HWKOIMIRUN KRPBIOLDQFH DQG RWKHU IF

GDWD IRXQGDWLRQ DQG DFFHOHUDWHORKRHE DRHPOBBEOQWDWLRIQ WLPHV OLPL UDE\ D

=
T
®
®,
w)
0 mm
O
T1

X
VXVWDLQDEOH PDWHULDOV DQG WHFKQORIFILHYY ODFNLQJ HPLVVLRQ WDUJI—?VQ/\R/IH%{JVDL VQLD\NOLVR L(Z:JXEXSLQJ FRQ\/)<P.|_I!1L\J RS)%JVTILHRUPFIQQLF\}_'VVR EULQJ GLIIHUHQWLDW
FRPSDQ\ FDU IOHHW WR HOHFWULF YH%)L(IIE(C))S\&?(D\S/DD\BL\J/(;S%HIHHUHQFHV DQG Wi(RHF)IgBﬂ%Y-IVVLVQV‘QIKVYJKRHXJK LOQQRYDWLRQ KHC
%XJK GDWD
HV HOHPHQWYV UHODWHG WR VXVWDLQ\/D(F&?P}(%/\EE?W%W%UH FKDUJLQJ LQIUDYVDV9L3(XHF\ZNHX5HHDDQV\6H wWiko LOQWLPDWH KHDOWKFDUH QHHGV :H DOVR
7R RSHUDWH UHVSRQVLEO\ DQG VXVWEh%BEEI&X%%g B RKOOMHV WHDYD@QXHG FKDLQ LV SUHVHQWRIG RWQESSRUN WR KHDOWKFDUH SURIHVVI

REWWRurRP swuLYH &R
BERD LW\ LV HYROY L QJGHBS EGQ\QD (RX W N EK @/RIGIBA RZQ RSHUMMLRQEXDIAVHG VXSSRUW DQG VHUYLFF

W,
V
PLOQLPLVH RXU HQYLURQPHQWDO IRRW@Hb%V\«,E\,WB%é
Q/V]I{TIQF%Q IRU JUDQWHG GRZQVWUHDP IHFWRDYHWRQWLGHUHG NHN FUHDWH WR RXU HPSOR\HHV LV VDODU

HPLVVLRQV DQG LPSURYLQJ SURGXFW}{DDQ (??\%/Dé:}_l}l
,W KDV EHHQ D VWUDWHILF DPELWLRQI_YVﬁ
X

8 DFWLYLWLHY UHVRXUFHV GLVWULEXWURQWIK R ROWX@GGLHYV )RU LQYHVWRU
x Dme{fE‘ 5'8 }6\4 F M I ’PSDFY:VXVWRPHUV IRU GLVFORVLQJ LQIRUPD\WKBQQXFJQ eFL)QQLDQKM[DQI-l.\/l—‘l/\NXz,lQV J?—lQHUDWi
LQFUHDVH UHQHZDEOH HQHUJ\ FRQVXRI%\MEESJ %/L{/\ﬁ:)YL DELOLW\ FHQWUDO %IWHU WKRURXJIK D(?(DO\VI?V

SURGXFWV DQG SDFNDJLQJ DQG WUD%MLIWDLYR \W@v"bo 8E\EWLF DPELWLR P 1GHHV\?:DH GRYED\OXH FKDLQ 2XU PDLQ IRBYMHW GUHRZWKULQGXVWU\ OHDGLQJ SUI
FRPSDQ\ FDUV 2XU GHFDUERQLVDWLRQ SODQ LV EDVHG RQ D QI'XDOLW\ SURGXFWV WR RXU XVHUV $VWDEHGLEDDLGHQIGFISD\RXWYV
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ODQDJHPHQW V7ZEHSRUMVDLQDELOLVEXY¥WDWHPELONLW\ 6 WUDWHJ\

&SRORSYIDDOVIWMWH FKDLQ

7RS FDWHJRULHV ,0 /RJLVWLFV %XLOGLQJ RSHUDWLRQV ODFKLQHU\ )LOP ,7 DSSOLFDWLRQ 3DFNDJLQJ 052 &KHPLFDOV +XPDQ FDSLWDO &RPSDQ\ )RUPDWLRQ ODUNHWLQJ 1DWXUDOV 3URSHUWLHV
&)2 $UHD LQFOXGHV ,7 /HIJDO )LQDQFH DQG ,QYHVWRU 5HODWLRQV

*OREDO RSHUDWLRQV LQFOXGH &RUSRUDWH 3URFXUHPHQW *OREDO 'LVWULEXWLRQ *OREDO (QJLQHHULQJ *OREDO 4XDOLW\ $VVXUDQFH 5HJXODWRU\ $IIDLUV 6XVWDLQDELOLW\ DQG *OREDO 6XSSO\ &KD
,QQRYDWLRQ $UHD LQFOXGHV 5 "' 3 ( 3LSHOLQH 3RUWIROLR DQG ODUNHWLQJ

‘&« GLVWULEXWLRQ FHQWUH
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ODQDJIJHPHQW V/EHSRUMWDLQDELOLQWHWBVWAY D@QW YLHZV RI VWDNHKROGHUYV

COQWHUNHYGVYLHZY RI VWDNHKROGHUYV

6%0 6 6%0 $00 RI WKHVH IRFXV DUHDV DUH DQ R®JB%QJ FRPPLWPHQW

2XU JHQHUDO DSSURDRXYWHUHVWY YLHZV D SZ('%/;\I)\(I\E’Hlﬁg\ﬁwv\\yz;’FSIE_IS\LVDHGG"VeKRHfUD,T%\SﬁUfIH\L?&P\V/HWy YLHZV DQC
&RORSODVW V YLVLRQ LV WR VHW WKHRI KRIED dHViv &G R & HRldl V FRUSRUSWH VWUDWHJ\ZLWKQWDUJHW }JOPEJ M%L%E‘)ﬁj\v DQG H(
OLVWHQLQJ DQG UHVSRQGLQJ 7KHUHIRYH cBREWUHQHO L W R R oLvH WKDWURNSW HRY QVWRDWHRQ RI IHPDOH VHQLRURORGBOV W YGPGYUVHRYHVR PDNH OLIH HD
VWDNHKROGHUV SHUVSHFWLYHV LV HPEREEHGWR §F¥Hzv Doc ULIKWV DUH WHPPPHQWDO WR VKDSLQJ ZLWK LQWLPDWH KHDOWKFDUH QHHGV LV

BLIHUHOF 1R Wit SHRsOH 2KR xvh g gy S BRI PEE Exvionvy PRGHO (M RUHFRIELMING 8 y un pounBEY RIS FBRIE POGA HYGWHILF RXwO!

VR 71 LR IRU FORVH FROODERUDWLRS ROl kARG EkwY Doe IRVWHILAIRG HOUIRAEBR oy suLruLwE RE S RENYoGIRTPEH G §QRXU DELOLW
2000192a1vV WR OLVWHG 00 DELOLYLR LSRR LAAES Brs omesvs s b SR SUHE WAL Bl Feoanv Lo RATTEEUANGL BREAS RV Iy vomev e
FRPPLWPHQW WR DFW RQ ZKDW zH OHBg \X/WDKN RXU FRUSRUDWH VWUDWHJILHY DOLJQ ZLWK

HQJDJHPHQW ZLWK LWV NH\ VWDNHKRR UqﬂVngFSE\ﬁW\I?L8Hﬁ

'H UHFRJQLVH WKDW FUHDWLQJ VKDUHG
AR Y HISHFWDWLRQV :H DFWLYHO\ Q Q

2 C VWDNHKROGHUV LV D SUHUHTXLVLWH ZKH
WDEOH RQ SDJH VHHN IHHGEDFN IURP RXU ZRUNIRUFH & KUWFROXIJK UHJIJXODU
PSDQ\ DLPLQJ WR LPSURYH WKH VWDQC

FR
'XULQJ WKH '0$ LQWHUYLHZV ZLWK RXMXNHHWWDRWKRGEHEY RSHQ FRPPXQLFOWA/RQ OGFV WYV YLHZV D@Gx Ly KA\ VRS|SRUWLQJ KHDOWK I

HQVXUHG WKDW WKHLU YLHZV ZHUH WHRHRIHBWRW EKRRQWO VQ MXKMRZLQJ X JU KHLU
REDOO\
HQJDJHPHQW ZH FROOHFWHG LQVLJIKWNUMBMER WKH Y [LHZW RD RXSU VWUDWHJL;YL LQ%HYEV&,L% ZRUNHUV

LQWHUHVWYV RI WKH XVHUV RI RXU SUR&%%W%LR%\/K#WVMKLF(S)?N IURP HPSC2)
SURIHVVLRQDOV 6 RXU HPSOR\HHV 'UGHSUVI-?\;I-? \)VBH/\(Y%V ZKHUH DSSOLFDEH
DQG LQYHVWRUV DQG ILQDQFLDO LQVW\%VVl\J/B\,X/ﬁ% I¥V UHIOHFW WKH FROOHFWE\)((

H

U
7KH ([HFXWLYH /HDGHUVKLS 7HDP LV IRJIRYPHFP D@RXWYV 7KLV FROODERUDWL
DFWLYLWLHY DQG SURJUHVV RQ VWUDXHWMR @@DEWLWKW\EM@WWMSUDFWLE
TXDUWHUO\ SHUIRUPDQFH XSGDWHV 4 KIHFEHYD\QRWDWH ZLWK RXU ZRUNIRUFH

OXH FKDLQ ZRUNIRUFH IHDWXUHY YDULRXV W\SHV RI
H ZH KDYH JDLQHG LQVLJKW WKURXJK
BYDWLRQ DQG DXGLWV %\ VHWWLQJ
f @RORSODVW %(67 &RGH Rl &RQGXFW
RQWULEXWH WR HQVXULQJ WKH

O
cC

DITHFWHG E\ VXVWDLQDELOLWI UHODWﬂ%tB%ﬁ%%LLdWS<LDQUBG\/DIH DQG KHDOWK\ ZRUN

‘H KDYH QRW PDGH DQ\ DPHQGPHQWYV WRYWKRQPHQOMVHERWYKY SK\VLFDOO\ DQG PHQWDOO\ WKDW
EXVLQHVV PRGHO WR DGGUHVV WKH L& XHUMNRHNWYCEIYE UMHYY RTXLWY DQG LQFOXVLRQ
RXU VWDNHKROGHUV
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ODQDJIJHPHQW V/EHSRUMWDLQDELOLQWHWBVWAY D@QW YLHZV RI VWDNHKROGHUYV

.H\ 6WDNHKROGHUV HQJDJHPHQW DQG LQWHUHVWYV

.H\ VWDNHKROGHUVQJDJHPHQW DQG RUJDQLVDWLRQ 3XUSRVH 2XWFRPH IURP HQJDJHPHQW

&RORSODVW &DUH LV D SHUVRQDOLVHG VXSBR UG X BWHLHRIEEH D S HRS/H H VREKU XVHUV *XLGH XVHUV WRZDUGY DSSURSULDWH VXS
VWRPD RU EODGGHU DQG RU ERZHO LVVXHV:H[DPGWHWVWRRKHQ@S EEYHRHWRQILGHQFH FUHDWMVDDWRX IV IFQRH) DIQGBY BRVALR@L QWK WEXHLU KHD
ZLWK RXU XVHUV DUH SKRQH VXSSRUW HPDXVMQXRROWK RXHNVPBQ®W VXSSRUW WKHLU CDURHUVIRQDWK D FKURQLF FDUH QHHG

8VHUV RI RXU SURGXMPM\G SULQWHG PDWHULDOV ,PSURYH FRPSOLDQFH DQG ZHOO EHLQJ DPF
,Q RXU UHVHDUFK DQG LQVLJKWY DFWLYLWLHYVY ZH HQJDJH ZLWK RXU XVHUV YLD (PSRZHU XVHUV WR VHOI FDUH DQG VHOI HC(
TXDOLWDWLYH DQG TXDQWLWDWLYH VXUYH\V

&RORSODVW 3URIHVVLRQDO HQFRPSDVVHVY ERWIURYDIOGQ HD SO® WIRWPQHRU HGXFDWLRQ DQG'HIQ R BEOHTRIHW RBIBIGYJ DQG JDLQ
HQJDJHPHQW LQFOXGLQJ FOLQLFDO HYLGHQ®MLH&WRDMQURR WKH BDYPHM EWH RI RXU SURGXPWVRYH SDWLHQW RXWFRPHV
+HDOWKFDUH SURIHVWRRPOWQOLQH HYHQWYV SK\VLFDO HYHQWV H[SHUW SDQHOV DQG FRQJUHVVHV (QVXUH EHVW FOLQLFDO SUDFWLFH XVH RI
SURGXFWYV
3URGXFW LQQRYDWLRQ IRU WKH EHQHILW R

3DUWQHU WR *URZ &RQYHUVDWLRQV HQVXURRFRQWILMRRXN[EFREOWEBWVYRWVYRQGGUHVYV SHUIREPDBHAH G &HORSPHRSWP I$QWJI DHMWG/ LR Q

ZLWK D IRFXV RQ HPSOR\HH SHUIRUPDQFH DRI/ BXWHORSPHRQWLRQV $ IRFXVHG GHYHORSPHQW SODQ ZLWK VSHF
7KH LQGLYLGXDO 'HYHORSPHQW 30DQ 7R SURPRWH RSHQ FRPPXQLFDWLRQ EXLOG WEROWWUIRYE®HUVMRIDDODIERIURWRRQ@ PHUG RUP D C
<HDU HQG FRQYHUVDWLRQ LV D VWUXFWXUHXRPBRSUBDHFKWRZWHKYLHZLQJ WKH '"HWDLOHG DQG FRQVWUXFWLYH IHHGEDFN
(PSOR\HHV SDVW \HDU V SHUIRUPDQFH 7R LGHQWLI\ GHYHORSPHQW DUHDV DQG DJUHHWD\WR@HMNMO D W NMIKLH WWRPINVGW K\ Y UHKSPUW RI
7KH DQQXDO (QJDJHPHQW 6XUYH\ 7R JDWKHU HPSOR\HH IHHGEDFN DQG PHDV XU H HRZHU SILRRIIWGH/QYWNQ RFIVIHDMXUWQLHD QRU IDWDOL
2QJRLQJ WUDLQLQJ DZDUHQHVYV DFWLYLWLH®Q IDDQJGEQNHIRRUEBOEXHVLRQV DERXW &RPSOLDQFH ZLWK &RORSODVW %(67
VDIHW\ 7R HQVXUH IRFXV RQ VDIHW\ ULVNVY DQG DYRLG LQMXULHYV
&RGH RI &RQGXFW WUDLQLQJ 7R HQVXUH HWKLFDO EXVLQHVV SUDFWLFH

‘H HQJDJH ZLWK RXU VXSSOLHUV DQG GLVWUREPUMAUDWE WVEHEUHDFIKIHY RI RXU 6XSSOLHU2QQRLQY 8 M HEXMORU R®RH FURFH VYV
DVVHVVPHQW RI WKHP EHIRUH DQ\ FRQW UD RRXQIBXPWUHHPHQW 6XVWDLQDEOH VXSSOLHU DQG GLVWULEXWF
6XSSOLHUV DQG GLVWULFEQ(WRJHVZLWK RXU VXSSOLHUV WKURXJK RRUHQIDSE LRIUUHQIDI B PHQWLQ RXU GHF D UE R Q LWABUWHLLRQH D/FAR SHL WH ANV VLR QV
FWLYLWLHV LQFOXGLQJ 6XSSOLHU 6XVWDLQDELOLW\ 3URJUDPPH DXGLWV DQG
TXHVWLRQQDLUHV

‘H HQJDJH ZLWK LQYHVWRUV VKDUHKROGHUWWR BQR YL GHQFLDWOLQD WAXNMOMWHR QQYG WUDQVSTURBOA DR URDOLDEQHRQ RRUPDWLRQ IORZ
WKURXJK RQJRLQJ FRPPXQLFDWLRQ YLD UR DIGMVXRZIM P ISHWILRQURDQFH VWUDWHJILF GLUHFVWRPG @O PH WNMM SIRAHLWXR8YV RQ ILQDQFL
FRQIHUHQFHV FDOOV DQG WKH $QQXDO *HQR UHVAOVDEPWYIQDQG PDLQWDLQ D VWURQJ UHOPRHARQUKACSWAIRQK O ILE VEIRZIQDER G DVGDT
y,QYHVWRUV ILQDQFLDPYUWKHUPRUH ZH KDYH UHFXUULQJ HQJDJHPRW WQAN MDKO LIQYMHMWRRUIUWW DQG HQVXUH D KLJK TTHAVKIKURI RUHEWBL O EWR X WQPW K N HP/D SR H S
LQVWLWXWLRQV DQG VHDPHNWERPGHINULHY RQ (6* UDWLQJV DQG RAMQIGHWU Y6 DUHD UWESHKR®IGHWU SHUVSHFWLYHV BIQSEH AWSHW WRDQWL R Q V
(QKDQFH RXU UHSXWDWLRQ DQG FUHGLELO
,PSURYHG (6* SURILOH
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6XWDLQDELOLW\ GXH GLOLJHQFH

*29 7KH IROORZLQJ WDEOH SURYLGHV D PDSSLQ& WKDW H[SODLRQIVGXH3®LJGVJIH@IW-KH 6XVWDLODELOLWY 6WDWHPHOW
SWDWHPHQW RQ VXVWEPQIXEDIsgproure f win sotd B eRERVBYE o

G X H G L O L \] H Q F H 6XVWDLQDELOLW\ 6WDWHPHQW 5 ‘(]T?EYl—lH%%LD%JFSXCWGULSVI\_/‘LIj?J %%D‘éé_&?{/g‘\éi;;(DRUVHXSURHUVW 62A)209 SS *29 S *29
2XU GXH GLOLJHQFH LV IXQGDPHQWDO:% 5'@"?&%%%9\/&839/5{0%()9}4 GLOLJHQFH SURRIBVMCHY DUH RYHUODOF 0 ; 6*6%05 S 6 6%0 S

ZD\ RI FRQGXFWLQJ DQ H\(VKLFDO EXVLFPPFIEVHV CZH % QHUDO EXVLQHVV_IXQEWIRQY 7H DUH
&RQGXFW IRU RXU HPSORIHHV VXSSO‘:QHYJ QV?: ?LSL}%%LDElﬁ_\%SL{XU WKH LPSOHPHQWDWLRQ RI WKH

UHVSHFWLYHO\ IRUP WKH EDVLV RI WEHJ& %LD éDQI(\;NDLQDELOLW\ ‘X H LOlEJHQQ:JI-DJIl-LQHFMI\_/WN-iD“HFWH \%\ME IQK(?IOVGF NXGUHVS %06 SSS *29 S ,52
UHVSRQVLEOH PDQQHU ZH H[SHFW IURPéRX EXVLQHVYV LQ DOO NH\ VWHSV RI W E é SthJ QFH

SUDFWLFHVY DQG EXVLQHVV UHODWLRQVKLSV 2XU &RGHV RI
&RQGXFW DUH IXUWKHU GHVFULEHG XQGHU 6 RQ SDJH

DQG * RQ SDJH *HQHUDO GLVFORVXUHV ,52 S 6%0 S
: F GHQWLI\LQJ DQG DVVHV(QMQUBQPHQWH ( 6%0 S ( 6%0 S
$V D PHGLFDO GHYLFH FRPSDQ\ &RORSODVW RSHUDWHV LQ D LPSDFWV 6RFLDO 6 6%0 S 6 6%0 S 6 6%0 S

KLJKO\ PROLWRUHG DQG UHJXODWHG VHFWRU 2XU FRQWLQXRXV *RYHUQDQFH * S

FRPSOLDQFH ZLWK PHGLFDO GHYLFH UHJXODWLRQV LV DQ

LQKHUHQW SDUW RI RXU GXH GLOLJHQFH SURFHVV :H SXW RXU 7DNLQJ DEWLRQV WR DGS;_%J&\%V 'ﬁQ,W S (6 Ss (6 Sss
XVHUV DQG WKHLU VDIHW\ ILUVW DQG WKXV NH\ GXH GLOLJHQFH DGYHUVH LPSDFWYV *RYHUQDQFH f s . s

SURFHVVHV DUH FRQQHFWHG WR RXU TXDOLW\ PDQDJHPHQW

LQFOXGLQJ EXW QRW OLPLWHG WR ELRVDIHW\ DQG FKHPLFDO
FRPSOLDQFH GHVLJQ FRQWURO DQG SURGXFW ULVN JUDFENLQJ WKH HIIHEW LYY H Y R G HQWH V i s ( s
PDQDJHPHQW SURGXFW UHYLHZV DQG SRVW PDUNHW B HIIRUWV DQG FRPPXQLFBWRERDO 6 ss
VXUYHLOODQFH 7KHVH SURFHVVHV HQDEOH XV WR DVVHVV DQG
PLWLJDWH SRWHQWLDO RU DFWXDO DGYHUVH LPSDFWV RQ WKH
XVHUV RI RXU SURGXFW

$GGLWLRQDOO\ GXH GLOLJHQFH SURFHVVHV DUH HPEHGGHG LQ
RXU YDOXH FKDLQ PDQDJHPHQW DQG RWKHU RSHUDWLRQDO
IXQFWLRQV
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ODQDJHPHQW VZEHSRUMVDLQDE L O I W& GMPIDWHP FIODQ J H

( &OLPDWH FKDQJH

>
,52 6%0 ,Q DGGLWLRQ WR WKLV RXU VFRSH HPLVVLRQV ZKLFK 9DOXI—p'FK%LQ7LPH KRUL]JRQ IRU
PS D FWV U LV NV D Q G DFFRXQW IRURXU WRWDO *+* HPLVVLRQV DUH (ﬁ%FD\/&LRQ LPSDFWV
, =
JHQHUDWHG E\ RXU XSVWUHDP DQG GRZQVWUHDP YDOXH T = = o
[a}
RSS R UWXQ LWL HV FKDLQ DFWLYLWLHYVY EXVLQHVV WUDYHO DQG WUDQVSRUWDWLRQ g =) 3 :E) ﬁ -
> oI 14 (O]
&OLPDWH UHODWHG ,PSDFWV DQG UI‘V*N+\*/‘ ﬁ%tﬂvhq?kb%wﬁ'dg(k\yﬁ FOLPDWH FKDQJH SRVLQJ SK\VLFDO (%] N(D,:) E X T g
[ee] N S © o ~

CXULQUOWKRWHUQDO VXEMHFW PDWWUE\)N[ HULVLQJ WHPSHUDWXUHY DQG VHD OHYHOV
DWWHQGHG ZRUNVKRSV WR GHYHORS g\/MI—GP'_WVLKD%G (0]

NRUPERREBI FOLPDWH UHODYPH & DHDRIKQ JH DGDSWLRQ
VFRULQJ NHIV: ZKLFK IRUPHG WKH EDY_LGVH% LVRS vsHELILFaxaQoUROMYDQW WR RXU
PDWHULDOLW\ DVVHVVPHQW RI WKH VXEWRSLEYV DOG L GHQWLILHG 69F HD VG, F DVVHW GHYD WLRO GXH WR FOLPDWH
HUBOOV GV LOJ RXU VXSSO\ DQ’ AV UTEY YR%&J \3
LPSDFWV DQG ULVNV g Q Q H%%WH% KDHDU\OgV Q &RORSODVWQ@&Y_OL LH
FKDBQUKLIW WR D ORZ FDUERQ HFRQRP\ LQWURGXFHV
7LPH KRUL]RQV IRU FOLPDWH UHODW HEUPGOIFIMLMRQUH. VNV LQFOXGLQJ KLJKH
FDWHJRULVHG DV VKRUW  \HDULQGPHEPXNVLRQW¥DWWDQGDUGY DOWHUDWLRQVLG UDY e DWHUIDBLEWLEIDWLRQ
ORQJ ! \HDUV WHUP +RZHYHU LI D VEXRIFLQGFWIKMD@HHG WR HQKDQFH EXLOGK IOWWMOLHIH RU PDUNHW DFFH

UHODWHG ULVN LV HPEHGGHG LQ WKH W%\?%R\'/:VW/M%WV}Y{Gt‘FUI%gELWLR\,Q:R\ER-lUHGX|§:IHJL§+\’(FVRFSRHSH*+* HPLVVLRQV

,ZLOO EH DVVHVVHG IROORZLQAXRXU (50 WLPH KRYKIRQYy 7k HUHIRUH zH PHDVXUH RXU *+*

0$ LGHQWLILHG FOLPDWH UHODWHG KP—PI;E\L/\(;'LH%{(/NE{QDGVUHSRUW RQ WKLV HIWHEER®D\ Lo " R% URYYXREYV LPSDFWLQ?J;\Q(/WOLP'WH e o o
prees e oorote: s tnom BRI VoL sColnw ma riovinou oac

DFWLRQV RU SODQV SULRULWLVHG ZL\(\/[ﬁlFévvaKﬁ;WLTDVMK\%V@@H\NWDEUJJ;F;VLKVFEg:vg@pi@skfpwyf;vw&g5ﬂpsoFWLQJ@E%/%Eﬁ%PDWH e © o ¢
SHULRG /RQJ WHUP FRQVLGHUDWLRQY, HIWHOGC BN G WKEY  vviLrRQYV ZzH KDYH VFUHHOHG
SHULRG DQG VWUDWHILF SODQQLQI ey v wLHV WR LGHQWLI\ HPLVVLRQ VROQUEHN DQG DVVHVVHG WKH

I_VVVNUHV.WULFWLgQV GXH gVR

&OLPDWH UHODWHG LPSDFWV DQG ULWNDKVHV RI FOLPDWH LPSDFW (QHUJ\ FRQVXPSWLRQ DQG HQHUJ\ LQWHQVLW\ IURP RZQ
(PLVVLRQV IURP RXU EXVLQHVV DFWLYLWLHYV KDYH ORQJ RSHUDWLRQV DQG YDOXH FKDLQ DF?‘:L\g(d_ V WKDWeLPS@®FW@NKH
FOLPDWH

ODVWLQJ LPSDFWV RQ WKH*FOLPDWH GXH WR WKH

HPLVVLRQV ZH JHQHUDWH 6FRSH DQG HPLVVLRQV DUH
JHQHUDWHG E\ WKH XVH RI QDWXUDO JDV HOHFWULFLW\ GLVWULFW
KHDWLQJ +)& 92& RLO DQG RXU FDU IOHHW
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3K\WLFDO DQG WUDQVLWLRQ ULVNV UHGXFLQJ ULVN DQG HQVXULQJ D UREXVMHQKE SO G IMLFIQLQJ WKH VFRSH DQ@GDQNSBUNW\L QYWKWLIDWLQJ WKH XVH
7KH0$ LGHQWLILHG WZR PDWHULDO UL®&XVYW D LFQOOLFPLIOALMW )\ UHODWHG ULVN UHSWRKMWBQULVQMWHHHPWE® MRVELPLW JOREDOHDNVURLQJ YRVWDEKQDEOH $YLDWLRQ )
UHODWHG SK\WLFDO ULVN IURP LQFUHBXH G50R VRMOREZ\D DVHW UWHUO\ SURF HVW KZ WHKHHOWAQNF R RQ HWKH . PSDFW VW UDWGE UR VZHHOCDNVHG 9HIJHWDEOH 2LO +92

GHYDOXDWLRQ GXH WR FOLPDWH KD]DR\GWH B W L&FRSIDRES\O DWW HOLKRRG ILQDQRISBOWHE FRX D GE®LVVLRQ UHGXFWLRQ WDUHHMNWDWQRBXMHVODQG ORDGY DQG SUR
IDFLOLWLHYV DQG D FOLPDWH UHODW HG WIDGALIRQMVR @ YEQKGURP GHD GO L Q HWXIERAL WLWK BDQHDQ WD BWHWQWR 6% 7L |RUVYENWDQQ®EW HREX VIKQNVYV WUDYHO DOW

UHJXODWRU\ ILQHV RU PDUNHW UHVWDIQFGWZRR VL0 UGINISB QWVR EKOHK 7KLV UHSRWQWDXKEG BYGEHBRFLQLHAMH=HUR E\ Z I6W 8 S\OKLRHWW WHEKWRVDLQDEOH VRXUFLQJ F
6FRSH *+* HPLVVLRQV DPLG D ORZ FIDUPRQWFROGRPFWY DQG ULVNV $GGLWILBQDHDWDY RIXU
&OLPDWH VFHQDULR DQDO\VLV , UHGXFVVﬁ%qVRI‘/FRSH DQG *+* HPLVV RgV E\

%RDUG RI 'LUHFWRUYV HQVXUH WKDW UHVLOLFH%EHDULVEHV%UﬁiDU UHGXFWLRQ WDUJHWY DQG FRQWULEXWH
&RORSODVW KDV WR GDWH (QRW/FR(DEéﬁYgW?IPH%§WJ%%mHhFW3XQLFDVVHG WR GHFLVt&Q% PDNLQJ - DQfH PLWLIJDWLRQ HIIRUWYV
VEHQDULR DQDOWLY WR LGHQWLN FOLERN, LFOONTTE 21\ ihfow wik rosory B WATREE NpUARSH o *+* HPLVVIRGYSAD
DQG WUDQVLWLRQDO ULVNYV 5FH:RJQL¥b%{ﬂMKEM%BQbJVD&6b ULVNV DQG MHNVH%%;&%%;WD%L RIIURF’EEDVH \HDU ,QYHVWPHQWY LQ WKH WUDQVLWLRQ SOD
UHODWHG ULVNV DUH GHHPHG PDVVHU5%9V¢%TBbK£g§h8§&hﬁbw&FH/LV GHH P HHGF B WER@UVDWLRQ OHYHUV JRU WKH 6WULYH SHULRG HRIHODQRBVIWH G
LS UL ey L s B SRRt T Bevauh wkve wousHwy anorsdBNRIRPELBRY) HaLuEDWL Yy R
LGHQWLILFDWLRQ DQG DVVHVVPHQW R P U VHYHUDO GHFDUERQLVDWLRQ OHYF”JVJBg%wégqﬁﬁ%vawaﬂJ?QLQJ\NR UHQHZDEOI
SK\WVLFDO DQG WUDQVLWLRQDO ULVNVfijW)Esxyl'vﬁif%S%g ESC)[)(? IFqumqugw—FfovquH SUHVHQWHG LQ WK#LB&T%%F% %HUHGSZ%MDR@@\HNDHLQJ

SHFRJOLVLOJ WKH LPSRUWDQFH Rl FOIFPKV\RQLQ/M L!Dle\N)L’E_LDWL RQ 7KH GHFDUERQLVDWLRQ Rl &RORSODVMQY HROMHUDPWILER YXVWDLQDEOH VROXWLRQ

VXVWDLQDELOLW\ &RORSODVW SODQWRMRRER@EMNFWLEWVWRPEWRHDQFH WKH ZII:-I%%WEH?LXQHJV VYRSI-IiEH SUIT_l\?NUKLW\ -H) DEWWRQUXSGRQWUVLBQ X QBHWQHUYV WR HQK
Q Q ® VFE L IRXQGDWLRQ DQG KDVWHQ WKH DYDLODE!

SH D
QR FRQVLGHUDWLRQV %\ UHGXF
PLWLIOWLQ) DQG PBQDILG) SRWH QWL AKLALN I BNV HQYLURQPHQWD O 1RRIS U SXUFKDYH (RIHE HROW DIARIRITN 20V QRW LC

Q Q Q Q Q ,P \ HIILFLHQF\ VEWQVYIL\PBRWDEFERRYWY LQ FRDO RLO DQG
DVVRFLDWHG ZLWK FOLPDWH FKDQJH GHKEN UHAR®LEZHQLQWINH SREBUIREHIHY (L8R VU L V D HFRQRPLF DFWLYLWLHV

RSODVW FRQWLQXHV WR
7TKURXJK WKLV SURDFWLYH P H DDVOXUIHD HZEHF KOR. PRI Q Q Q/‘] KHDW SXPSV JHRWKHUPDO ZHOOV DﬁG

HQKDQFH RXU ULVN PDQDJHPHQW SURPHRVYBINVHFURUHWUDQVLWLRQ SODQ FH KRUW WHUP JRU WKLV UHSRHEW L&KDISHDWHODWHG LQLWI
VXVWDLQDEOH UREXVWQHVYV DFURVV RRHUORQRWHUIPQGHFDUERQLVDWLRQ OH \ PSDQ\ FDUVDPRXQWHG WR D WRWDO RI '.. PLOOLRQ

GHWDLOHG PDSSLQJ RI YDOXH FKDLQ DF
DXJPHQW EXVLQHVV UHVLOLHQFH Q Q HQHUJ\ FHUWLILFPMWOHOL RSJ&YHRWKHUPDO ZHOOV LQ
HPLVVLRQV DQG FOLPDWH ULVNYV

&OLPDWH UHVLOLHQFH DQDO\VLYV 86

‘H KDYH QRW FRQGXFWHG D FOLPDWH FrH®QIAH BPWMHG AMEPRHI HW V OLQLPLVLQJ RXU VFRSH HPLVVLRQV LV FUXPLDO MRR) RXWIDW SXPS LQ 6DUODW
DQDO\WLV KRZHYHU VWUDWHJILF DQG7RSHIUBHMN IRQHDD UGIGKEBWARIWLRQV &RIGREE B QWVD WIDRKQ HWIR URWY  :H IRFXV R'Q. PLOOLRQ +HDW SXPS LQ 7TDWDE;Q
WR DGGUHVV FOLPDWH UHODWHG LPSBHIPWVVDLAQ UHGNKFWURQY DQG UHQHZDEO R UWRGMFW RYH SHHNPJLQJ UHGXFH PD¥WHQUDRIOV LQ

HPEHGGHG LQ HVWDEOLVKHG JRYHUQDQ@PH /DWJKGVEXWHMH 6FLHQFH %DVHG 7D WBIHRGK EYVWLQOG®/ SPHNE%ZQJ DQG LPSOHPHQRLOFRRQ *HRWKHUPDO ZHOOV LQ
5HVLOLHQFH LV FHQWUDO WR &RORSOPNWKRGBRRD DFDPOHUDDMIRQYQJ WKH WDUHYWYQZEWHKQFOEPHWH +XQJDU\
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YRU &RORSODVW KDV QR WD[RQRP\ RWKHUHIBQHUJ\ LQWHQVLYH UDZ PDWNUYVHMWW ZFHRO@IDLUEX WXRIOLHUV WR XYM EROMAMDEEE WERHSOD\LQJ D OHDGLQJ U
&DSH[ 2SH[ RU WXUQRYHU :KLOH QR PDWRUWIW(BHDP 6FRSH HPLVVLRQV DQG WQWEYUNWRQFOLP®PWH ULVN LQWR/ ¥D\EDWQ DEIOH KMIVEWRADUH VHFWRU
7D[RQRP\ HOLJLEOH 2SH[ DFWLYLWLHV ZHUK HRRQ GDRXNDJIJLQJ PDWHULDOV DBGHFRLNQRQDEOH

3URJUHVV LQ LPSOHPHQWLQJ WKH WUDQV
DVVHVVPHQW LGHQWLILHG (8 7D[RQRP\ HOKKLEOH RIDBHQHZDEOH RU UHF\FOHG PDWHULDOV LQ

DFWLYLWLHV WKURXJK HFRQRPLF DFWLYSWR GFRMW QVQALPLWHG GXH WR vomim'g‘lg %56 W%\ESXLFQRHPVPVLV\(/VVY/:ZWV\?;H DLL(J?]H\QU\_/W\;VD';E;O\ Sumgrqng\aHvYF\elllz_S\j ;g ELHGF;I
&OLPDWH FKDQJH PLWLIDWLRQ 3ULPBULD\ Wkh °RVW SURGXFWLRQ ZDV%HGLFV(S) ikl (g RZ FDUERQRXWXUH DBBLN@VRQVQIFURVY ERWK RXU RSHUDWLR
LQVWDOODWLRQ RI HOHFWULF KHDW SXPSY BWw RXG o WV DQG PRVW suLsh WSEEgSJ % GXFWV VXSSRUW QRY\D &K GHW LRX 7 KRN.POWIHI QLILFDQW ZRUN
SURGXFWLRQ VLWHV DW 7DWDE{Q\D +xQ33p\. & UHFIFOHG DIWHU XVH $OL§_E§IJL% vL LeN}QIL(IND(?_'VLWLRQ SODQ IOREPEHEEHERD®Y UHPDLQV ZH DUH DW I
&OLPDWH FKDQJH PLWLIDWLRQ /HDVLQI BRI ABHEWYLR VY PRGHO LV FRDYO vv(v3 VS VY VWUDWHI\ D QRS 0 RPIQEWDW SRO® Y@IDIH ZLWK FOHDU R
FRPSDQ\ FDUV DFURVV WKH &RORSOD\}S’VVR(EJ)F&VSV QBWXUH wHFKQRORI DQELEIDD A vs\\;(x LDQOHUHGXFWLRQ ZLWR YRALIPMQ FH VMKW XUHV HQVXULQJ DFI
&OLPDWH FKDQJH PLWLIDWLRQ 5HQHZBEOH HOHUTT SPFWLQI WKH DFKLF\B%S (%J\S\QIIVI!?G E\LFP(L)BI:_\/ggWH LPSDFW DQD®@RAHQIXE DFWENVLROO LQLWLDWLYHV
LQLWLDWLYHV DFURVV VLWHV PDL O\VVLDUV]V';'/\ISVOQODWLR RI KHDW BG V LYQLFROX SD@RW DU JHWY D
sgpsv DQG JHRWKHUPDO ZHOOV FOexSSOPERBIG HEHQEHE Ly anuf '\?(54 v%}g@ \'7vEER/x GHUZHQW ULJRURXY UDH8\(|—II_HRZ RO bE IRy p§ Qe MPLVVLRQ

RSHUDWH LQ UHJLRQV ZLWK OLPLWIET(Q: DFE HE’/UQW Q Q WO O W VS ERGWREPE HoHU M HIILFLH

/IRENHG LQ *+* HPLVVLRQV UHQHZDEOH HQHUJ\ RU ORZ FDUER \)QE'LF LAV ORRPRHPHQW DQG WKH %RPER JTRYNY b®DG cHFDUERQLVDWLRQ L

&RORSODVW XQGHUVWDQGV WKH LPSRUWDY SN RO RQR WX FDUERQ LQWHQVLV?\Lﬂ?(? % B'waﬁ &RORSODVW V PLVVLRQ DQG YLVLRQ

RIVHVV LV OASRUWHG TXDUWHUO\ WHRL @/HK HF [ LH FOCWHLW HH O HFW UL ILEDWLRQ SRV

SRWHQWLDO ORFNHG LQ *+* HPLVVLRQV EKWKQQ LWV DVVHWY uv P UDWHJLF DOKDQYPIHQWRDGPDS IRU SKDVHG YHKLFOH U]
DQG SURGXFW SRUWIROLRPEKK\GHEBPLAKH RESDFW LV PDLQO\ FRQILQHG WR &l—l? GR ODW %URG)&E\%LR
UDVWUXFWXUH GHYHORSPH\?W WR PDC

FXUUHQW LQIUDVWUXFWXUH WHFKQRURWIHW ZD WK PURGRP® LOSXW IURP +4 OREGRG ODVOW WLEXOARIHYLHZ LWV WUDQVL(%/\IILRQ SODQ HYHU\V ILYH \HDU

OLIHF\FOHV FRXOG KLQGHU WKH DFKEH®WRHYW'RH O\RRQ U AIWKXO® WR U\ FRQVWHDWQW Y D QO LIQRERMWVZLWK FRUSR UDBFIR S/HV U B WY IIR@WE SURJUHVYV LV JUDGXD

FOLPDWH WDUJHWYV LI OHIW XQDGGUHQ‘{DIWG(UH UHGXFLQJ UHOLDQFH RQ YLUJQIOP DR WUAHMIFHE KLY DOORZV LQWFRPPOHRY RDQBZAZQGLUHFW FRQWURO 2X
WHULDOV LV FKDOOHQJLQJ $O0OWHUMHFW®&R ORI IHYHWME PRGN WQGAQDPLFSADXQU HPBSKDVLVHY DFFHOHUDWLQJ VFRSF

2XU SULPDUV VRXUFHV RI SRWHQWLDOR%Rg IS‘(?XLFQNFID LV\\;VbRBXV ZRXOG OLNHXVEID FDWRQ Y WHMMN HIQ@HYLHZY 8SGDWHR/URXIB RFEXBEWRRYKEISIOLHU FROODERL

LQFOXGH

FRVWO\ PDMRU HYHQWY OLNH DFTXLVLWLRQYVDRUGGQLWNNWNFHQVRY RI ORZ FDUERQ PDWH
ODQXIDFW\XULQJ )DFL\OLWLHV &ROR;&)%YWLG%\?VH%YLQ/ E/HISBQG UHGXEH HPLVQ/WI{# &Dg&é&ggB@W ILISLVVLRQV RU WRDXWLRIOR/Q
LQ HQHUJV HIILFLHQF\ DQG UHQHZDEBEOI-LRDHU%] § PDH WUDWHJ\ WR PDQD|3|||-||—6R lNHI—EB t'a 7TKRXJK DFKLHYLQJ RXU IXOO FOLPDWH DF
VLWHVY VWLOO UHO\ SDUWLDOO\ RQ II%Y b?R VVI—L

KHDWLQJ DQG +)& JDVHV 7KHVH DUH ORFNLIJ-l LH%DEO
HPLVVLRQV XQOHVV IXUWKHU GHFDHJ)FR(S?I'K\Q%V\\ELL Q LVH
SXUVXHG $GGLWLRQDOO\ DV &ROR&Q \%\&_ﬁés 5

Q?Il'f\\// I':J(JJ.']: LQ UHQHZDEGH HOKIHD O WKFEDQWLMR RSO @J &RORSODNMRIRFXYHWREA FRQILGHQW RXU WUDQVL)
H HOHFWULFLW\ DQGPS®DNLQUQRXNP LRVYRQV IURP PDQXIDPWXURQJ | RRQGVWILRQ IRU ORQJ WHUP SUT
VHHN DOWHUQDWLYBIQYGORNW HEWRDONYV HD® DIRE QJ LWV VWUDLWSOHRHWYKW WWHR@ YVKRZV D VWURQJ FRPF
IDEWRULHV DOG HTXLSPHOW PD\ suby UL% ZV DQG UHGHVLJIQFRILBDREXEMWIYWRDOLW\ JRDOV DQG WKIHHG XRLQLPEW HRALWKHRIDWDWYWG DLGLQJ JO
Q Q FLLFF%(\%DURIR/\;\ I?R OODERUDWH ZLWKS$NHN VXSS WLHUWKWRRVHMEW RV XUH WR IRNKDQ JIK HQ WIHODWLR G
ORFNHG LQ HPLVVLRQV FLHQFH EDV WDUJHWY DQG HQKDQIFrFHWW YDWVISY DIGFFRQWLQXHG LQYHVWPHQW LQ

HG
3URGXFW ODWHULDOV $ VLJQLILFD REL&RO
Q %\fy R Y & HPLVVLRQGHFDUERQLVDWLRQ FLUFXODULW\ DQG LQQRYDWLRQ &RORSODVW
SURGXFW SRUWIROLR XVHV IRVVLO EDVHG SR REH UV DQG

(&4
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ODQDJIJHPHQW V7/EHSRUMWDLQDELO [( W& GMPDWHP FHIKD\Q J H

( ,62 QDWXUDO JDV XVH 2XU DSSURDFK LQYROWHBVBKVHWY @LRHWPSURYHG GDWD FRC
SROLFLHV 81 *OREDO &RPSDFW QDWXUDO JDV SULPDULO\ WKURXJK H®RFWUIHVFDXME\RQEG LDQGHY DUH DGGUHVVL
81 &DULQJ IRU &OLPDWH ZKHUH YLDEOH XVLQJ UHQHZDEOH HQHUJ\ VRXUFHV VXFK DV
&RORSCFIRPW UWWHG WR PDQDJILQJI WKH PPWHILADOw by G 7DUJHWY ,QLWLDWIMRWEHRTIPDO RU GLVWULFW KHDWLQJ ' 27 WikH Oy O HQHUIVHITLFLHQFR
LPSDFWV DQG ULVNV DVVRFLDWHG ZLWK FOLPDWH FKDQJH L\QYHVWPHQW WR VXVWDLQDELOLW\ OFiaSi_%%\{_ dePD\// WR UHGXFH HQHUJ\ FR(
PLWLIDWLRQ DQG DGDSWDWLRQ DQG 4DHH-WEROW HX WERLQDELOLWI 3ROLFVSHFLILFDOO\ DOORFDWHG WR &DSH][ WER 6B\§\H_\6VER%HI§QH%%V\PW|RRQ OHYH!
SROLFLHV GHVFULEHG LQ WKH IROOR2KY J4XKPLYWR DLEE HKXVWDLQDELOLW) 36%%&%%8%4%@#&@0@?&’%\/ RO SKDVIL_J(SIjQHZD OH HQHUJ\ WR PLWLJDWH FOLPD
HVWDEOLVK D FRPSDQ\ ZLGH DSSURDFKKWRJIJHHG XFIHZ0IDJLQJ ZLWK VWDNHKF%OXQ,VH&S\)OIXRUB% PDQ/FHW SURGXFWLRQ Vﬁ_m%févloﬁfg(gsl_%?;&*ga/\yvsgHGXFLQJ HQH
W DYWLERQDO VLWHV LV SDUW RI RXL

HPLVVLRQV LPSURYLQJ HQHUJ\ HIILFLHYHRD BB QRS BRGW RY P SDUWQHUVKLEBUODVV\\;VL:?ISYLQ%&UDR,DEEQ\D DOG - PV WS U

WKH WUDQVLWLRQ WR UHQHZDEOH HQHWA EXRH QY X DW BRWWHLRQ SHU WKH 3DULV $JUHHPHQ DQG *X'LGHOLQHV ZLWK ORFDO VLWHV LPSOHP
RYHUDOO UHVSRQVLELOLW\ IRU ERWK LFEOHAMAIWZWKEHIERBBRUOWRBWLRQV RRGIKH RDWRXYRUFHURQFRQVXPSWLRQ PMODVRBHY WR DFKLHYH RXU DPELWLRQ &
6XVWDLQDELOLW\ PDQDJHV WKH RSHU®WULRDHDHID WHYBWH GLELQAQ@ALDO 'LVFORWROUWHEWY ED) 'VRXQRGEHYV KHQ HOHFWULREIPWDEWQRW WRKXUWHIHUIVURIPILFLHQF\ SURMF
LOYHVWLQJ LQ JUHHQ HQHUJ\ WR DFKUHNIHZDEQHYHZREO®RSODVW XVHV UHQHZME/WH FHEMHUV\FRPSOH[ DQG LQVLJQLILFD
'ﬁ%WJlUJ\ LQ RXU SURGXFWLRQ 7KH SROAHUWISISEDMHWRSPO0O 6LQFH ZH SXUFRBMBDOWEAR QRU REE ZH FDQ WKHUHIRUH QF

7KH *OREDO &OLPDWH SRVLWLRQ 6WDWHEHRWRHN KPP EMYY PDQDIHUV HPSORWMMYL GG FRQWUDSFWLRQ ZH FDQQRW GLVFORVH WKH

&RORSODVW V IRFXV RQ UHGXFLQJ HPLUYVERQY, WREOR\HG ZLWKLQ WKH &ROREDHRMHEURNS MV RHOELY DFWLRQ RQ R0 WRW DS QL AXU YDOXH FKDLQ WUDQ

RSHUDWLRQV DQG WKHEROREOHD YW OXH \FKALQ G sSpUWLHYV DFWLOJ RQ EHKD GIPRYV \ERRORSE O:BIVIW HZ EOWRRAUQJI WR HOWHU LowRSIWHHRPHRQC CRZQVWUHDP WU

*OREDO &OLPDWH 3RVLWLRQ 6WDWHP

SRVLWLRQ VWDWHPHQW DGGUHVVHV LY VXHMWIFE PV HEWS 3XUFKDVH $JUHHPHQWV 333V WR GHYHOREQYPCRRERORSODVW V VFRSH HPL
FKDQJH PLWLIJDWLRQ DGDSWDWLRQ HQHUJ\ HIILFLHQF\ DQG UHQHZDEOH SRZHU JHQHUDWLRQ FDSDFLW\ H(§\I/XJBLR(§JV ZHUH WUDQVSRUWHG E'
UHQHZDEOH HQHUW\ GKBEGRRRMHBWLYH Rl WKH DGGLWLRQDOO\ RXU RSHUDWLQJ UHJL QHUDO OLPLW RI JRRGV WR EH WUDQ
SRVLWLRQ VWDWHPHQW LV WR RXWOLQH RXU UHVSRQVLELOLWLHV WR H[SHFWHG WR FRQWULEXWH WR D UHGXFV
DOLJQ EXVLQHVV SUDFWLFHV ZLWK HQ$L|IJV\9§|>_|—|Q\@3V (OHFWULF FRPSDQ\ FDUV HPLVVLRQV $V &RORSODVW JURZV WUDQ
FRPPLWPHQWY PLQLPLVH FOLPDWH L%%DI'D:I\:NKVLHLPHS%%mHVXVWDLQDELOLW\ UH'Q . &RORSODV\>N R|_S|HUDWHG D FDUZLUIOBHW.WH LQFUHDVLQJ HPLVVLRQV 7R I
HQHUJ\ HIILFLHQF\ DQG XVH UHQHZDEPRHF)'Z'\?FI%UJ\(GJI%(DL&/ER LVLOg RSHUDWLR('Q_OEPO’Y/ %)PLF[FI—IT&V\}V%Q E(;H\FWULF YHKLFOGNFDUE RRRR/DWIVRHY OHYHU ZH SODQ WR
SRVLWLRQ VWDWHPHQW DSSOLHV WR 888 ESu\gvbWhUYQZJL\v'%'ﬁLQ&\(B%FH VXV W R WE%%MD%)?&HILIW ZLWK DQ LQFUHOVWULUQRRVR VAHDVI/QG JURXQG IUHLJKW
&RORSODVW *URXS DV ZHOO DV WKLUG SDUWIDHS\DFZWLQJ R(?_ R B0 EQR SO WAARM BR Ruwv HPLVVL)Fg‘S/V IUHFER/ IERHPSSHDQQG\ RO DWW VXSS @GR D
0 &RORSO cLuWHEKQRORIN ZXUDEWLRQV DUH VWUXFEWXM K G\ DURNRA GRS envi \Hou 7k P XY S%H
EHKDOI RI &ROR DVW ZKHWKHU GLUHEW RU I LYHEWOL 1 o o . DVH R WUDRUGLQDU\ H
HERUERQLVRWLR HYRUY  OLVWHG QR GHM (o W@ BYVHYULRR cLvwoorn Bl &8 %Y vR&ECEH R UMY

DFWLYLWLHV RU HQWLWLHV HLWKHU ZLWKLQ RXU RSHU WLRQV RU VxS HS S YO UK S R 2RORSODVW
G o oxci8BE R WU LRV HTXHQW VHEWLR QY FURYSRHWL Q1 SHULRG 7R DFKLHYH VS

RZQ WKH YDOXH FKDLQ DUH H[FOX AEWDT o GEVRGs HGV VXULQJ WLPHO\ GHOLYHU\ HY}

HWDLOH HVFULSWLRQ RI WKHVH FQULRRNH FKPQAR HHERWYBwLro ony YDV T RYA
,Q DGGLWLRQ WR WKH SRVLWLRQ VWDBHPHRQW ZH DOVR DGGUHVV LPSOHPHQWHG WR SKDVH RXW IRVVLO f'ﬂ'&%u(\}'% WY HRFXV RQ RSWLPLVLQJ |
PDWHULDGO FOLPDWH FKDQJHOL;)HODWH%SUV%R%GIL_I\:NVLE(\?FV\I/?'%PULHWQV&IZ%JEOH HOHUJ\ LQLWLDWLYHV KDYH EHHQ LQLWLDWHCETL%UBYSH(QDJV%BQ%HLIh{;bHQF\ DQG SDFNLQ
y:oi%xosvfg?\jv:v;w\{_vf:vlgLv;iéQéjgva? L WLRO WR UHQHZDEOH HOHUJ\ FRROURP @R VLWHV DQG D visoLiL PO LB P Ly HisHFwHG
GHFDUERQLVDWLRQ OHYHUV IRFXVLQIR¥WKKDFRPGRWLIBPUY KLOH SURJUHVV IDFHV FKDOOHQJHYV
62 IURP VORZHU WHFKQRORJ\ DQG EHKDYLRXUDO FKDQJH

$QQXDO 5HSRUW



ODQDJHPHQW VZEHSRUMVDLQDE L O I W& GMPIDWHP FIODQ J H

'"HFDUERQLVLQJ RXU YDOXH FKDLQ UHBKFIRPPEWVW@HMW =HUR :H FRQWLQXRKMOLEFRBOXPERUGWHSFWLRQV ZH KIDWA LP\SEMP HROUWBIFWULF KHDW SXPSV VKI
WUDYHO ZLWK WRS HPLWWLQJ VXSSOLHUV WR IGGHHQWERQRDWDREBRMHYHUV WR DFKLHWH @/ KB VSHOWBDK JHW R XDXSURGXFWLRQ VLV
$V SDUW RI RXU GHFDUERQLVDWLRQ OFpARYY L &Y RDHGD Y WRIHRAHOCWKH FDUER/GRBRW D@ WNMPRIVYHR ®RY WKSUMRWOW HSODFH WKH H[LVWLQJ JDV ERLOHUV D
WR FXW FRPSDQ\ DLU WUDYHO HPLVVLRORGKFWVIBR®E WHFKQRORJLHYV 6XSSBPHVUVVLRIQNLIZRLODMWDRXW 6FRSH HPLVVYMRQNVQUHBWHBEHRW +XQJDU\ WR HOLPLC

OHYHOV B\QG VXVWDLQLQJ WKHVYHWHJIJUDWHG LQWR RXU FOLPDWH DFFRXQKH QYRWRB *+* HPLVVLRQV JDV ERLOHUV 7KH FRPSOHWLRQ RI UHQH:

UHGXFWLRQV ,@H VRXJKW LQQRYDWLSHRPOY YR LV \HW WR LPSDFW WKH VEEI%‘I:'HYHLPSVRVWLBS\YHWV oG SURJUHVVEU‘ﬁI\\/A\/I—éFWV DW IHZ RSHUDWLRQDO VLWH
EDODQFH HPLVVLRQ FXWV ZLWK ZRUN WUDYHO QHHGV ,Q Q Q D?%_'G ZL WKG ELWH LQ WKH 8
DLU WUDYHO HPLVVLRQV ZHUH SEYRYEQIESURGXFWY DQG SDFNDJLQORQJ WHUP GHFDUERQLVDWLRQ UHTXLU PSOHWH SKDVH RX

V
PD\ R
FRPSDUHG WR WEBVH \HDU 7KH UHGXE'\DNIL_JF'{—'&XFH VFRSH HPLVVLRQV DQG LHSIURYHQER DROBRMUVLQI ORZ FDUER WI-(P E EH YHU\ H[SHQVLY
D8V GLJL\{JVDO

v
ZDV PDLQO\ GULYHQ E\ FKDQJH LQ 7UBYHI YRS EFQWMP RRVGSULQW HQKDQBVQIXWWID IHIDE R QPHQW DI WHU QD W LY Hi PO whG WR
LQ EHKDYLRXUDO FKDQJH 2XU DSsURBEKIRYPPRE VR SHRW WY DQG SDFNDRY QO RYPHOW WRROV DQG UHQHZDEOF_"SH ! “oREDO BXVW
EXVLOHVV WULSV DQG SURPRWLQJ 0RZMPLPW REPMRRRARSE QI JOREDO SURJIDDMPHRPIPAUFLDOO\ VFDODEOH ZH DUH FRQGXE 1 DUH JLYHO WR PDO
RSWLRQV :H DOVR RIIHU GLILWDO pHMELRIJHFNRBYOARQARYHP VW SURGX FWYURMEFMOH BARLQYVHVV IHDVLELOLW\ BQG zLOQ LOWHIDDWE POWXOL ™ "0 "
UHPRWH ZRUN DQG SURYLGH HPLVVLRETEDWP FAH WS H¥RSLQI XVLQJI UHQHFROXN PR QW U QIR REEGIBDWLRQV WUDQVLWLRQLQJ UHQHZDEOH HQHUJ\

FKRLFHV 7KLV DSSOLHV WR DOO &RORSEDRVM RHRYREXGWLRQ ZDVWH :H DSESEQH@&\@%E%?H%&%%E J\ WDUJHW FRQWULEXWH RUR¥F®GH DQG PDUNHW
v 8 W

BULQFLSOHV WR RXU L RYDWLRQ SU
6XSSOLHU 6XVWDLODELOLW\ 3URJUDP Q QQ Q VWUDWHJ\ DQEDVHREDUHGREWDWEO® DQG WKH HOHFWULIL
? EQWHUQDO NQRZOHGIH DQG DZDUHOHYY it |, ¢ RWHOMNDD iow pLpHG 1RU
W

7R UHGXFH VFRSH HPLVVLRQV ZH PDHoRX U RPOKFIWDKP LRSDFWYV WKHUHE\ HODEOLQ
DQG PDQDJH GHFDUERQLVDWLRQ HIIRBWYHVKUFOFEM | WK -EHFLVLRQ PDNLQJ 7KH S
6XSSOLHU 6XVWDLQDELOLW\ 3URJUDP 7 @3

© O v WHY- QG S (IR G LDUON DVVHVY \ wpLobEOH SURGXFWLRQ DQG DFFHOHUDWHG RXU WuhDQWIO¥BBIRUPDQFH
XSVWUHDP VXSSOLHU SDUWQHUVKLSVIBRIAVYHGBVREXQG XSGDWH SURFHVVHYV WiR LG U LY, VX, LQQHEQS

R ORZ RP\ ZKLFK LQYROMNMHWHIb T WIAF HWD O XH

VXVWDLQDELOLWL . QUUMLOWRILDOPH LQORYDWLRQ VXSSRUWHG E\'..  PLOQLR liov. SURFXUHPHQW RI UHQHZBEEHBREQH\HQHU I\
UHPDLQV D NH\ GHFDUERQLVDWLRQ OHMOMORFDWLRQ IURP WKH 6WULYH EXG H %\?/'ﬁ

W %96 skpvLQs RXwW QDWXUDO JDV DQG UHGXFLQJ
.Q ZH VWUHQJWKHQHG RXU FOLPDARRGRYBNGHEY FKDQRILQJ SDFENDJILQJ,RRW R68R%vLo IxHovV UHGXFWLRQ RI VFR§H

LQLWLDWLYHV E\ HOKDQFLQJ GDWD TXBUWRFQIHLBY AR JPUGRXYV VXEVWDQFHV TURP RXU HPLVVLRQV E\

VXSSOLHUV WR VHW HPLVVLRQ UHGXF&/LI{BBX\EBIIYJHWVF%%V&LQXH RXU HITRUWVLWRZDD UEQ IZKDHEVO-H HAHH KDY RIQRW UHDFKHWIBGXFWLRQ RI VFRSH

GXFW E\
LOWHJUDWLQJ FOLPDWH DFWLRQ Fo DX RAWUSERMAHSIsWRQRQI WHUP HPLVVRRIQ WRGEXEWLEQVPDULO\ GXH WR FKD @ RY IFRHUVKRIG®R SRR
: L UHTXLULQJ WR GH
FRQWUDFWV :H DFWLYHO\ FROODERURWHG ZLWK VXSSOLHUV UHODWHG WR WKH UHSRUWLQJ RI &65 LQEOX

FOWM Y HYWDEXOMSBE AWLR Q
VR ELRRSp s & \WWR WK H
VEBTRDYY PHH wousnw vxssrRuwHG PRUH

D

<
O<

Cso—

T <

;
L
5

HDFK Rl ZKRP UHFHLYHG D VXVWDLQDI#_?W\IP'LWWH DFWLRQ HQHUJ\ FRQVXPSWLRQ IURP F\RPSDQ\ Ziiﬂvrggﬂ\ﬁf‘%qHHSUPJRJ\/VL%HKV'?XWJS:VDVV%SGPE\?VXUHG7LKVH
FODXVH WR WKHLU FRQWUDFWYV RXWOLQLQJ UHTXLUHPHQWYV IRU RYHUDOO UHQHZDEOH HQHUJ\ VKDUH PRQLSWRUHG DQG UHYLHZHG HDFK TXDUWHU E\ WKH 6X\

FOLPDWH GDWD UHSRUWLQJ HPLVVLROR RASHWF@H RO B UHOBWHG LPSDF R BRIV WG Y PR V) XUWKHUPRUH  Zdk <Gl GHORUAEXED KEVWERDHDVHG B\ 7KH SHUI
GXH GLOLJHQFH FRRSHUDWLRQ 7R GDRYHY YROXGY RKPH Qs 4@ ORSODVW KDV MBHD HYIL ¢ RH VW K@D 3R W8 H LPsoHHROWRY LA R S R LE L Yo He s
VXSSOLHUV 21 WKHVH KDYH HVWBEBRWtHEHERAW G MWD UIHWY SUHVH WP LXK Wi & B SWR Y€l QW FRP STASREHWRTERD kR LG AV PELIWLRQY R, PSDEW

WDUJHWY DQG DUH HLWKHU FRPPLWWHEY WR RU SODOOLQJ PDLQO\ GXH WR WKH DOUHDG\ LQVWDOOHG HOHFWULF KHDW SXPSV

$QQXDO 5HSRUW



ODQDJHPHQW VZEHSRUMVDLQDE L O I W& GMPIDWHP FIODQ J H

*+* HPLVVLRQV UHGXFWLRQ WIDPGGHAHVYYLQJ RXU PDMRU XSVWUHDP DQIUGRAHBY QEPPOO\ $00 HPLVVLRQV WHEHENELRQ HAHDRXUEHRL W\ SURFXUHPHQW
&RORSKODW\W%7L YDOLGDWHG WDUJHWVDRERFRBRWIQ®W 7KLV LOQWHQVLWD @® BIHRW WH\E\E BUWWVRRWUDOO\ FRRUG L Q D:W HXB0 WR GIIQAMPORYH ORFDWLRQ EDVH(
DQG DQ LQWHQVLW\ WDUJHW IRU VFRSOREPOWLELSDWH GRVREZWKQ 3DSHU DERQEPIWWHQHAGEFHRVKHWKH *URXS &RGEGRBODIVR WV RID FOLVEWSD UHQF\ DQG FRP S
GXH WR GHPRJUDSKLF DQG KHDOWKFDHIGIYWURIQBHWQWDO LPSDFW RI RXU SUR®XFHWY WK QRRQFLROW MDKHDY WKH EDV K UDFW IRWLPWY\ WDUJHW SHUIRUPDQFH D
QHFHVVLWDWHY D UHODWLYH WDUJHWOIRH FHRBH LQWROYLQJ XSVWUHDP VR%U AHLRLIV \PLIRM DUAHGXKFMILIR Q WD UJHW V ECRHGRAP QY WLRI V + *

FRQWLQXRXVO\ PRQLWRU ORZ FDUERQDQ)GSWO DHW S\RULD/D VDLW ZRIQO DV GRZQV®UR\WRARODDY S RYN LDYWDQGDUGY 7KH
FKDOOHQJHY DQG UHQHZDEOH HQHUJ\GRLYBRYDBLOLW\ LQ NH\ VWDEOH EXVLQHVV DFWLYLW\ VHUYH
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&RORSODVW HQJDJHV VXSSOLHUV WKU::sRXYHK
5HGXFWLRQ LQ VFRSH DQG HPLVVLREVWDLQDELOLW\ 3URJUDPPH WR H[WX
&RORSODVW DLPV IRU D UHGXFWLRQ LlFFRROWDBIQ@@A W\ EH\RQG GLUHFW FRB
HPLVVLRQV ERRPSDUHG WR WKH WUDFNHG DQQXDO®BRUK 6FRSH FDWHJg
EDVHOLQH IRFXVLQJ RQ GLUHFW RSHUHUDWHRE}I® QG AXQEGEHG WKWK DV IRU HJ VVLRQV ZHUH GHHPH
SXUFKDVHG HQHUJ\ HPLVVLRQV &HQWAMWONW R RXWHUDREG A Q RSHUDWLRQV D%V Q/L WHUQDO HQHUJ\ DQG SU DY q_'
&OLPDWH 3RVLWLRQ 3DSHU DQG VXVWDRBDXWOQW\ 2XD PDHEARIONKWH VFRSH HPLV RQV ZHUH URP RSHUDWLRQV LQFOXC
WKLV DEVROXWH WDUJHW HPSKDVLVHV UHGXRELDH ZKLFK FRUUHVSRQGV WR7BE@ HREVMDR@VRWDUJHWY DUH SDUW FIRFRVARSWDRY UE® HPDLWWLRQ IDFWRUV IF
HQYLURQPHQWDO LPSDFWV IURP RXU RSIBHUWLIRBXFW FRFSDYVH EMWH W/KHH $FWLRQ 5RDGPDS SHULRGLFDOO\ UHYZH RSGEH ULRWH QB ZLWK WKH
&RORSODVW V JOREDO RSHUDWLRQV UHGAXL\OH VERSH) SURGXFW HPLVVLRQWWIM B/HUIR FVEOKN GTUKH D@ IEAQPHQW RI RXU \I/-|FR\§V|-I|DUJDH GPHWKRGRORJ\
HPLVVLRQV IURP GLUHFW VRXUFHV OLKIKH KHUOHPQ VY ERQVWURY W@E PDWHULWDWDHVEY ZLWK WKH g& SDWKZD\ UHIOHFWV D UHDOLVWLF D

RSH HPLVVLRQV URHS&RIO/RISADVW V WR
FRPSDQ\ FDUV DQG VFRSH HPLVVLROWI DURPS ROB/DUVHIFRR GXH WR ORQJHU URKWHHW H\GWHL HRD X § 8 GRE\F K
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HPLVVLRQV PDLQO\ IURP UDZ PDWHULDO)

AR E U AW ORZHG E\ LQFUHDVHG DLU
VRXUFHV OLNH SXUFKDVHG HOHFWULFL VO B0 UK BQJ DRGC E?VL(%_J DQ_6%7L %HDU WHUP WDUJHW VHAMWLEHYFERSIM/IBO JRRGV DQG WUDQVS
FRROLQJ ,W DSSOLHV WR DOO PDQXI|DVWXQULHRUYPVWOLRML HBWHGXFLQJ VFRSH HPLVVLRQV SH
DOLJOHG ZLWK Ci?& WUDMHFWRU\ ZHWVDXADIGIMWVDWIXBQWLILHG DV SHUFHQWDJ
RIILFHV DQG GLVWULEXWLRQ FHQWUHSURGXFW LV D ODVWLQJ VWUDWHILF SDUVLVRHVLVWH\G FVOEPDISJ Wy UHODHWHG ULVNV S TR D0 GIVILWVILQ PYRP D EDVHO
VFRSH DQG HPLVVLR®RY FRFSPEIE fg VWUDWHIL ZH KDYH XSGDWHCI’?XRUXV/V\\;VUDDUV‘\]/HW EVEHFLVLRQV RQ FOLPBWHRALDEFM VR RDMAIGQWHQVLW\ PHWKRG XVL
Q Q @ U%—|G RQ L VFRSH HPLVVLRQV SHU SURGXFEFW Ek Q
RXU WRWDO UHSRUWHG HPLVVLRQV ZLWK D UHGXFW RQ R GHFDUERQLVDWLRQ OHYHUV DQG KHOS8Y DOHKYFBODX@PEVEHRWEQWHWIOFHY IRU VHYV
IURP WKH EDVH \HDU PDLQO\ GXH WR[HQHBIN PHWKRGRORJ\ EXVLQHVV ULVNV DQG WHFKQRORJ\ WUFrHQERQ+RAEBXHWLRQ SDWKZD\V

HIILFLHQF\ QDWXUDO JDV SKDVH RXW: B X&WWBEEVVIHRDW OB ERXW FRQWURO BBBEBBKKQRUYWFR$SBIQWLWDWLYH FOLPDWH VFH DULR D DO

FRPSDQ\ FDU IOHHW WR HOHFWULF YHRQEOHMQ & VDSHUDNE @H WKRHIJUDYH DS S U RIMHPK LRY BHRSH. QJIJSB00 WDUJHWYV KDY %%BWYI&EG I%( HPLVVLRQ UHGXFV
,PSDFW VWUDWHJI\ ZH KDYH XSGDWHG+RXBWURVORIBR®/ WARDQGDUGY 7DUJHWV LQWEXGBERY¥YWRBRNHKBRQGHUV DQG VLJQ?(%#%VIIRI%JV\SIJV?YFB%FLGZV\\:VL\;V(;UD|_\|N::|\UL7RKGHL\FZDL(
UHGXFWLRQ LQ VFRSH DQG HPLVVLRQV ENFOXGLQJ FDUERQ FUHGLWYV RU DYRLGHG HPLVYV

6FRSH G WDU?HWV PHWKRGRORJ
DSSO\ JOREDOO\ DFURVY DOO ZKROO\ R LDU V XSGDWH DFFRXQWLQJ PHWKRGRORJLHV Z

HG VX
S5HGXFWLRQ LQ VFRSH HPLVVLRQV SHL;(EQ"\&JLGLXDLW HPLVVLRQV DUH LQFOXGHG %MKW&V%\:'};&(?LG ¥XUHG LQ &2VRRXUKREVHVHQW

&RORSODVW FRPPLWYV WR D UHGXFWL%%\}.QQ\(A}:&&\ IOLHVVVbﬁgJ WKHLU FRQWU E)\{C\;(AIIQI}IE@ Ij()dﬁéf& SX;VHXV;';/L\\//V\TERP?/UTJ:\:VOHFWL R
SHU SURGXFWIERP D EDVHOLQH WDUJHWV (PLVVLRQV GDWD LV FROOH I-T‘G lEJH I§B\%/I—\% D\é Q Q
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((QHUEJRQVXPSN\Q_(RCPL[

(QHUJ\ FRQVXPSWLRQ 8QLW

$FFRXQWLQJ SROLFLHYV
(QHUJ\ FRQVXPSWLRQ JURP QRQ UHQHZDEOH VRXUFHYV
'DWD RQ HQHUJ\ FRQVXPSWLRQ LV REWDLQHG IURP LQYRLFHG FRQVXPSWLRGPURPRNRKEP XWLRRQ WY RR FRDOHDQ D HRPPUSIYREXFWV0:K
UHDGLQJV RI PHWHUV DW SURGXFWLRQ VLWHY PDMRU GLVWULEXWLRQ FHQWOHRR QWPIFWLRQLHRP VX Eir RERUD QX SHWIRROR KB HHWR G XFWV
ZLWK )7( EHWZHHQ DQG HQHUJ\ LV HVWLPDWHG EDVHG RQ WKH FRQVXHOWIRQ KP W bR QUIRIERF YR W ¢ UPPWLIWM H v 0:K
PXOWLSOLHG ZLWK WKH DYHUDJH QXPEHU RI )7(V Rl WKH RIILFHV ZKLOH VEBBJdHRRRXIREW ¥ RQ WKRP7 RIMKHURIREHLERY RXUFHV 0:K
FRQVLGHUHG LQVLJQLILFDQW DQG WKHUHIRUH QRW DFFRXQWHG IRU &R O KON VW S¥KLIFX RV 1P RY BKRY H B Us AT XigWk@ i OHFWULFLWY KHDW VWHDP DQG
UHQHZDEOH HQHUJ\ XVH IRU HOHFWULFLW\ (OHFWULFLW\ IURP UHQHZDE O UV 'MHYV DUH GLVFORVHG DV D SHUFHQWDJH RI WRQN'BO
HQHUJ\ FRQVXPSWLRQ (QHUJ\ FRQVXPSWLRQ RI PRELOH FRPEXVWLRQ LV UGMPR HE/VLO HQHUJY FRQVXPSWLRQ

(QHUJ\ LQWHQVLW\ 6KDUH RI IRVVLO VRXUFHV LQ WRWDO HQHUJ\ FRQVXPSWLRQ

(QHUJ\ LQWHQVLW\ UHIHUV WR WKH WRWDO HQHUJ\ FRQVXPSWLRQ ZKLFK &RRVXPSMWE EQ WRPDOXE R ¥R @ XVHR X¥KFHHYHYHQXH 0:K

JHQHUDWLQJ DFWLYLWLHYV DUH OLQNHG GLUHFWO\ WR WKH PDQXIDFWXUL®KRUYH HRG FFROD/ SRISWER Q@ DQRP WORH Q@I B 8 RURK WRFHWLQRWRW RO HQHUJ\ FRQVXPSW
FRQVLGHUHG WR EH D KLJK FOLPDWH LPSDFW VHFWRU 7KHUHIRUH WKH WRWDO HQHUJ\ FRQVXPSWLRQ DQG WRWDO QHW UHYHQXH LV

WKH VDPH 7KH ILJXUH IRU WRWDO QHW UHYHQXH FDQ EH IRXQGHLQ WKH )L8BRADOTERBAPVEIHWVYT Y QFRPH VWDWHPHQW SDJ
)XHO FRQVXPSWLRQ IRU UHQHZDEOH VRXUFHV LQFOXGLQJ ELRPDVV DOVR FRF
LQGXVWULDO DQG PXQLFLSDO ZDVWH RI ELRORJLF RWLKLQ ELRJDV UHQHZDEO

&RQVXPSWLRQ RI SXUFKDVHG RU DFTXLUHG HOHFWULFLW\ KHDW VWHDP DQG

UHQHZDEOH VRXUFHV 0:K
7KH FRQVXPSWLRQ RI VHOI JHQHUDWHG QRQ IXHO UHQHZDEOH HQHUJ\
7RWDO UHQHZDEOH HQHUJ\ FRQVXPSWLRQ 0:K

6KDUH RI UHQHZDEOH VRXUFHV LQ WRWDO HQHUJ\ FRQVXPSWLRQ
7TRWDO HQHUJ\ FRQVXPSWLRQ 0:K
&KDQJH LQ PHWKRGRORJ\ VLQFH ODVW \HDU LQFOXGLQJ PRELOH FRPEXVWLRQ

(QHUJ\ LQWHQVLW\ 8QLW
(QHUJ\ FRQVXPSWLRQ IRU DFWLYLWLHV LQ KLJK FOLP®WH LPSDFW VHFWRUV
(QHUJ\ FRQVXPSWLRQ SHU QHW UHYHQXH KLJK FOLPDWKH'LPSDFW VHFWRUYV
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(

*URVV VFRSHYV DQG WRWDO *+* HPLVVLRQV

%DVH
*UHHQKRXVH *DV HPLVVLRQV 8QLW \HDU

$FFRXQWLQJ SROLFLHYV

6FRSH 6FRSH *+* HPLVVLRQV
6FRSH *+* HPLVVLRQV FRYHU GLUHFW *+* HPLVVLRQV IURP VRXUFHV WKDW;RYY Bra/siE WO -FRRWYRREOYG E\ &RORSODY W, FKLV

LQFOXGHV HQHUJ\ FRQVXPSWLRQ IURP GLUHFW HQHUJ\ VRXUFHV RI RZQ R%HUPM’(&W%\N—%EK @HR%HRG*&EVMIP%QWL%WVIUQQLPVWM})ECB(Wﬁ@ HPLVVLRQ WUDGLQJ

FHQWUHV DGPLQLVWUDWLRQ VDOHV RIILFHV DQG OHDVHG FDUV &RQVXPSWKRQHRI IRVVLO IXHO YROXPHV DQG UHIULJHUDQW
OHDNDJHV DUH DOVR LQFOXGHG LQ VFRSH *+* HPLVVLRQV $00 HQHUJ\ FRQVXPSWLRQ LV PXOWLSOLHG E\ UHOHYDQW
HPLVVLRQ IDFWRUV DQG FDOFXODWHG LQ DFFRUGDQFH ZLWK WKH *+* 3URWRERO *+* HPLVVLRQV

*URVV ORFDWLRQ EDVHG VFRSH *+* HPLVVLR&Y H
6FRSH *URVV PDUNHW EDVHG VFRSH *+* HPLVVLRQW&2 H

6FRSH *+* HPLVVLRQV LQFOXGH WKH SXUFKDVH RI HOHFWULFLW\ DQG KHDWLQJ IRU SURGXFWLRQ VLWHV GLVWULEXWLRQ FHQWUHYV
DGPLQLVWUDWLRQ DQG VDOHV RIILFHV Rl RZQ RSHUDWLRQ RI &RORsoDVW "PTLVvLRoV' DUt EBBExopwHe XVLQJ ERWK WKH PDUNHW
EDVHG DSSURDFK LQFOXGLQJ WKH SXUFKDVH RI 5(&V DQG WKH ORFDWLRQ B0V BFRURDER VAW HR ED vHE HBEY Y LBIM

IURP HOHFWULFLW\ DQG GLVWULFW KHDWLQJ FRQVXPSWLRQ DUH EDVHG RQ3FERERUT G IRRGVEDQE YHUNHAY 1D Fwr UGS
GLVWULFW KHDWLQJ VXSSOLHUV UHVSHFWLYHO\ )RU PDUNHW EDVHG HPLVVARIIWRRIRBEYVvW SXUFKDVHV 5(&V DQG HO&HD YV LowR

33$V FRYHULQJ *+* HPLVVLRQV IRU WKH HOHFWULFLW\ FRQVXPHG )RU PDUNMKHEEBRScHRHUMN LRHIDWRE &I W WOLW WHNH BRRBQHQFOXGHG LQ VFRSH RU VFR

WKH VXSSOLHU VSHFLILF *+* HPLVVLRQ IDFWRU LV DSSOLHG 8SVWUHDP WUDQVSRUWDWLRQ DQG GLVWUMWREXRWHRQ
:DVWH JHQHUDWHG LQ RSHUDWLRQV W&2 H
SERSH %XVLQHVV WUDYHO W&2 H
PSOR\HH FRPPXWLQJ W&2 H
BFRSH *+* HPLVVLRQV LQFOXGH DOO LQGLUHFW *+* HPLVVLRQV WKDW RFF &RORSODYV YDOXH FKDL% ERWK XSVWUHDP
W\kJIHDP WU D VSR%WDWLRQ GLVWWEE XIWLRQ
DQG GRZQVWUHDP LQFOXGLQJ VXEVLGLDULHV 7KHVH *+* HPLVVLRQV DUH DFF xc? HIG IRU|_I|_ DPFF UGDI FR ZLWK WKEW;‘+2* )
3URWRFRO &RUSRUDWH 9DOXH &KDLQ 6FRSH 6WDQGDUG &RORSODVW GR O RO B‘éj VERY R ¥BRE SRR B AW
8SVWUHDP OHDVHG DVVHWV B3URFHVVLQJ RI VROG SURGXFWYV 8VH7%|WVROO*+ UREXEWN, '"RZQVWUHDP OHDVHG
DVVHWV UDQFKLVHV DQG YHVWPHQWY DV WKHVH DFWLYLWLHV. GHHPH SQREREA RW. PD DO WR
RXU RSHUDWI)_R (\?/ &DWHJRU? L F(;?XGHV UD(zg PDWHULDOV XVHG WR PD x7£)|§wBou*+* L 95Lv §38k Foul g %'%V%VGRZWH“H
Q Q QXLRREE H #RBRIVOR IV SBEGR AW VEDR & Re2 w

RSHUDWLRQV FRQWUDFW PDQXIDFWXULQJ LQFOXGHYV RXWVRXUFHG SURG

KPR D Rt RO e O DY WS U RO NP WAL WA OV B E RO
LQFOXGHV DOO &RORSODVW SURGXFWV UHTXLULQJ VWHULOLVDWLRQ RWK YIS XIRKBVHER SR REN Bia s DU B b r B RER g d BlTerwriow oevne

FRQVXOWDQW VHUYLEHV QRW FRQVLGHUHG HOVHZKHUH 7KH UHFDOFXODWLRQ RI EDVH \HDU HPLVVLRQV KDYH EHHQ UHFDOFXODWHG GXH WR LQFOXGLQJ QRQ SU

RIILFHV ZLWK )7( EHORZ
%LRIJHQLF HPLVVLRQV DUH FRQVLGHUHG LPPDWHULDO LQ WKH FRQWH[W Rl &RORSODVW V SURGXFWYV DQ
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(

*URVV VFRSHYV DOQG WRWDO *+* HPLVVLRQV FROQWLQXHG
$FFRXQWLQJ SROLFLHV $FFRXQWLQJ SROLF\
&DWHJIRU\ FRQVLVW RI *+* HPLVVLRQV IURP FDSLWDO H[SHQGLWXUHV WK D W+ QROKHEHWL BX LFREAVLIMW RD FLGFAHODIQR Q RI JURVV VFRSH DQG
HTXLSPHQWYV ZKLFK LV FDOFXODWHG EDVHG RQ VSHQG GDWD FDOFXODWHG IRU ERWK PDUNHW DQG ORFDWLRQ EDVHG HPLVVLRQV

IL(BDSFLDO VWDWHPH%-MDB\DUFN:RPH VWDWHP
&DWHJRU\ FRYHUV LQGLUHFW XSVWUHDP HPLVVLRQV IURP IXHO DQG HQHUJ\ FRQVXPSWLRQ LQ &RORSODVW VXFK DV

HI WUDFWLRQ SURFHVVLQJ DQG GLVWULEXWLRQ ORVVHYV

&DWHJIRU\ LQFOXGHV *+* HPLVVLRQV IURP LQERXQG ORJLVWLFV RI UDZ PDWHRWHUVE WS Fh'e SHOLM W VHRY¥HsSuRGXxFwyY DV 8QLW
ZHOO DV LQWHUQDO WUDQVIHUV EHWZHHQ ZDUHKRXVHV DQG SURGXFWLRQ IDFLOLWLHV LQFOXGLQJ VWHULOLVDWLRQ VLWHV W2 H

PDMRULW\ RI WKH GDWD LV SURYLGHG E\ ORJLVWLFV SURYLGHUV VXxssRUWMIEPA VSHYE C RO WP BERVWURFRPYHSwRBY\RAW UHFHQXH

W&2 H
&DWHJRU\ FRYHUV *+* HPLVVLRQV IURP WUHDWPHQW RI ZDVWH JHQHUDWHRWIDW &RORBODOWWVR QVIDFDONWWHED DG FXB D \QIHRQ VY HOYUHHR X H

EDVHG RQ WKH ZHLJKW RI WKH ZDVWH DQG FRUUHVSRQGLQJ HPLVVLRQ IDFWRUV IRU WUHDWPHQW PHWKRGYV DQG ZDVWH W\SHV

&DWHJIJRU\ LQFOXGHV HPSOR\HH WUDYHO IRU ZRUN SXUSRVHV FRYHULQJ IOLJKWYV DQG UHLPEXUVHG DFFRPPRGDWLRQ DQG
PHDOV 7UDYHO DJHQF\ GDWD LV WKH SULPDU\ VRXUFH IRU WUDFNLQJ IOLJKW HPLVVLRQV ZLWK VSHQG EDVHG GDWD WR
IXUWKHUPRUH HQVXUH FRPSOHWHQHVYV RI LW

&DWHJRU\ FRYHUV WKH GDLO\ WUDQVSRUWDWLRQ RI HPSOR\HHVY EHWZHHQ WKHLU KRPHY DQG ZRUN ORFDWLRQV &DOFXODWLRQV
DUH EDVHG RQ &RORSODVW V HPSOR\HH FRPPXWLQJ VXUYH\ QDWLRQDO PRELOLW\ VWDWLVWLFV DQG IXOO WLPH HTXLYDOHQW
)7( GDWD 'DWD LV H{WUDSRODWHG E\ WUDQVSRUW W\SH DQG GLVWDQFH WUDYHOOHG SHU HPSOR\HH SHU \HDU

&DWHJIJRU\ FRYHUV *+* HPLVVLRQV IURP WKLUG SDUW\ GLVWULEXWLRQ RI &RORSODVW SURGXFWV LQ WKH GRZQVWUHDP YDOXH
FKDLQ 7KLV LQFOXGHV GHOLYHULHYVY FDUULHG RXW LQGHSHQGHQWO\ E\ GRZQVWUHDP ORJLVWLFV SDUWQHUV ZLWK DOO UHOHYDQW
GDWD SURYLGHG GLUHFWO\ IURP WKHP ZKLFK LQFOXGHV GLVSDWFKHV IURP ZDUHKRXVHVY DQG ILQDO GHOLYHULHV WR XVHUV RU
SDUWQHUYV

&DWHJIRU\ DFFRXQWYV IRU GRZQVWUHDP *+* HPLVVLRQV IURP WKH GLVSRVDO DQG WUHDWPHQW Rl &4RORSODVW SURGXFWYV

DQG SDFNDJLQJ ZDVWH DIWHU FRQVXPHU XVH &DOFXODWLRQV FRQVLGHU WKH ZDVWH PDWHULDO DPRXQW DQG FRPSRVLWLRQ
JHRJUDSKLF ZDVWH WUHDWPHQW SUDFWLFHV (PLVVLRQV DUH HVWLPDWHG XVLQJ SXEOLFO\ DYDLODEOH WUHDWPHQW GDWD DQG
PDWHULDO VSHFLILF HPLVVLRQ IDFWRUYV

$QQXDO 5HSRUW

*+% HPL

7KH

ILJ
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( 3BROOXWLRQ

$V D PHGLFDO GHYLFH PDQXIDFWXUHU/KMLIRDOSBRVAILPLVWY &RORSODVW V RZQ SURGXFWLRQ VLWHYV

O L F U R S O D VW L FV PLFURSODVWLFV DUH GHHPHG PDWHUIZX® WY ERAMWRKRAIDVWLFY DUH NQRZQ WR EH D PDWHULDO LVVXH
XSVWUHDP YDOXH FKDLQ DQG SURGXFWLR VLWHYV bRU
EXL QD RKKDL o+8
52 6%0 LQVWDQFH PLFURSODVWLF SROOXWLRQ FDV'DULVH GXULQJ
SODVWLF H{[WUXVLRQ DQG VLPLODU SURI§LI$\>/\\/NHDV5RLFD&R&ODRUSODDJVRW &3$5
,PSDFWV ULVNV DQG WP BUN D $EUREC Y
SURGXFWLRQ VLWHYVY ZKHUH WKH IHHG PDUDHl'J:IHD%DLL\J/ODW 695
RSSRUWXQLWLHYV PLFURSODVWLF SHOOHWYV yubQ

+XQJDU\ 1\-UEjWRU 1%,
7R LGHQWLIN PDWHULDO ,52V UHODWH Gy VR § R OW WRAU DPHYDOX® FKDLQ ZH oMEHMUN WRDWE;Q\D  7$7

ZRUNVKRSV ZLWK NH\ LQWHUQDO VWD NHKROSHH My LR EROEBDXILRQ FRXOG RFF XX GXOUL\Q T BW D i QRIS X F W67
WKH +HDG RI 6XVWDLQDELOLW\ 3URGXEW{FSPEW YWHAHYHU DV PLFURSODVWLBZNGH @ HEW R ¥ X\ DEAH D
BULQFLSDO (+6 ODQDJIHPHQW 6SHFLDOI{ W ROQEsWKYWP ZHOEM) UHQW O\ ODFN G PHAUP MR DMVIHRRHWHKHGHUROP
DQG (+6 'LUHFWRU LQ +XQJDU\ 7KHLUNRREQNARI B RFURSODVWLFY LPSDFW GRZOQVMWQBBBPSROLV 0,1

VLWH ORFDWLRQV DQG EXVLQHVV DFWLXLWHRY) HQPE QG BHWIWLSOY ZRUNLQI WRIODWEHWHUHFLY
DVVHVVPHQW RI DFWXDO DQG SRWHQWRRRyPBW LROHULPFEEPY s WKH VFRSH RI PLFURSODVWLF XVH

ZHUH HYDOXDWHG IROORZLQJ RXU "03 PHW RRGROR/AFPY¥WHG SROOXWLRQ ZLWKLQ WKH &RORSODVW YDOXH
RXWOLQHG LQ (656 .52 RQ SDJH FKDLQ ZKLFK LV IXUWKHU GHVFULEHG LQ (

7KH '0$ LQYROYHG D WKRURXJK DVVHVYPHRWYRIUREHYW 0\ QRW SRVVLEOH IRU XV WR GLVFORVH VSHFLILF
XSVWUHDP DQG GRZQVWUHDP YDOXH RKRHR,/ YRE MR WKRCsrRORSODVW XSVWUHDP RU GRZQVWUHDP

LQGXVWULDO DQG VHFWRUDO SHUVSHEWS XHVE A RIk&RPARPIFRRY /D VWLFY DUH DVVXPHG PDWHULDO
SURGXFWLRQ VLWHV ZHUH LQFOXGHG LQ WKH HYDOXDWLRQ RI

SROOXWLRQ UHODWHG ,52V *LYHQ WKDW WKHVH SURGXFWLRQ
VLWHY DUH ORFDWHG LQ LQGXVWULDO DUHDV FRQVXOWDWLRQV ZLWK

9DO H EKDLQLPH KRUL]JRQ IRU
a DVELRQ LPSDFWV
o - 3
) o ; ;e
= D 3 =) - =
> O‘g:_) ~N i (j-'g o
g c':.‘rx .D: © o E

ORFDO FRPPXQLWLHV QHDU WKHVH VLWHYV ZHUH QRW SDUW RI WKH OLFURSODVWLEV

DVVHVVPHQW
OLFURSODVWLFV JHQHUDWHG Rk I—bq"'

RZQ RSHUDWLRQV DQG YDOXH Elﬁ;@ bR\ F
LPSDFW WKH HQYLURQPHQW

RORSODVW V
LW HYV @WKD\® o

.HUHFLV SURGXFWVY DUH PDGH IURP ILVK VNLQ FRQWDLQLQJ QR SODVWLF LQ PDQXIDFWXULQJ +RZHYF
PLFURSODVWLFV PD\ EH SDUW RI WKH XSVWUHDP YDOXH FKDLQ LQ SDFNDJLQJ
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( SRWHQWLDOO\ FRQWDLQLQJ PLFURSO XSWWR\ DWW KHQGPERGPHWQWHDP LQ RXU YDOXH FKDLQ 6LQFH ZH

3ROLELHV QHFHVVLWDWHG D IRUPDO SURFHGXUH |RBFDWPHFYRQODVWLFYV WR KDYH D POWHEL PP RGIFR QW LV D

PLFURSODVWLFV XVH DW &R@&RSHID\WOW SULRULW\ IRU &RORSODVW WR JDWKHU_ PR G
%HFDXVH PLFURSODVWLFV DUH D QHZ \fRWHULRQ NRHETWRY D FRPSOLDQFHLDYRURDWHEW RQ WKH P I WOWRHRIQ DQH U V.
&RORSODVW ZH GR QRW \HW KDYH D IRJPPOLIRPHEY WKH 5($&+ PLFURSODVINQEVPOMHWIOTONY BBFLBOLVWY DW UHO
DGGUHVVLQJ WKLV DUHD 7R HVWDEOLMK D-FPYHALGE VKRNV KRY GRFXPHQW RQWR AV &/ WIRNHKRD GRIIUWLD O LQVLJ
SRWHQWLDOO\ EH XVHG IRU SROLF\ PQRRLQI DRGWPHIBW H WKH SURFHGXU I VFR FOSVBIWW LFV DUH FRQVLGHUHG D

VHWWLQJ LQ WKH IXWXUH ZH DUH FXGULRQWEH GRUNIERD YR DoFH ZLWK PLFYRSGINVWEW KHIRR OB WEBDIWV RQ GHIJ

TXDQWLIN RXU PLFURSODVWLFV JHQHUD PR(H X dElc BYLRQ WR WKLV W K F DIDVAKHODW HFROQW DQAHRG HG IRU TXDQW LW D W L

GHVFULEHG LQ WKH IROORZLQJ XQGHW Ry BEWLRQQVLIKW LQWR WKH VFRSH RUMHVS/PHPMOXQGHU &65' ZHUH DOVR FRPSOHWHG ,Q
PLFURSODVWLFV HPLVVLRQV WR WKH (XURSHDK) REB®LWR®WVHVV ZKHUH PLFURSODVWLFV DUH D

( $JHQF\ /DVWO\ ZH SODQ WR GHYHOR® DWHUNBPRGLEIQKGH LQ WKH YDOXH FKDLQ DQG WKH TXDQWLILFDWLRQ

$FWLRQV JXLGHOLQH IRU DVVHVVLQJ HPLVVLRQW KH WPHRIUR 8 CODML MAR XVH WKLV DVVHVVPHQW WR LGHQWLI\

"XULQJ ZH KDYH LOQLWLDWHG DFWLREWRWVY RO EXVLQHVV JURXSV LQ &RORIBODVLW ROKWLKKOOXH FKDLQ WKHUH DUH KRWVSRWV IRU

HQKDQFH RXU XQGHUVWDQGLQJ RI PLHURSOWH® VR ERTERPWORH HG DW WKHPEHURGODYWRFV XVH DQG HPLVVLRQV ,Q DGGLWLRQ ZH DLP WR

DQG XVH 7KHVH HIIRUWV ZLOO HVWDES%IZVBDWEBH%Q/WW\?IPMV GHYHORS D PHWKRGRORJ\ WR JDWKHU DQG WUHDW GDWD RQ

IRU GHYHORSLQJ SROLF\ REMHFWLYHYV WDUJH%\IHVLDQq_%VE%-I\}\h_Pd-IDQ DVVHVVPHBLFURSOUDB/%NLFV IRU TXDQWLWDWLYH UHSRUWLQJ

, W RI1 D
DFWLRQV RQ WKH VXEMHFW PDWWHU Fgé\Ll{ll-TULDE?ORIJRQWDLQLQJ PLFURSODVW]LFV DV WKH VXSSOLHU

6XVWDLQDELOLW\ SURGXFW ,PSDFW LY VI BRON Kk FOTH REWHLLbo LV QRZ PHHWLQJ WKH GHILQLWLRQ

GHYHORSPHQW DQG LPSOHPHQWDWLRQ R\ WEHYHRAWMRRAY &K 5(s8+ onaL bWl oMY u wkn

NH\ DFWLRQV DUH SUHVHQWHG LQ WKEUE8PRZRY wkH DLP LV WR FRPSOHWXHWKR OLPLWHG GDWD RQ PLFURSODVWLFV ZLWKLQ &RORSODVW
5($&+ FRPSOLDQFH DVVHVVPHQW SURMMVOYIYPHQW RI 5($&+ FRPSOLDQFH RIDWRH. WO YWDIOHE FKDLQ WKH EDVHOLQH IRU PLFURSODVWLF XVH
5($&+ 5HIJLVWUDWLRQ (YDOXDWLRQ $RR&®FROMAFY @H®WKH UDZ PDWHULDQG ZHRK WIRH ¥ G 8 LNANR@PZY 7KHUHIRUH LW KDV QRW EHHQ
5SHVWULFWLRQ RI &KHPLFDOV LV D UHIKRD® WL Edi B QRS QJ D JHQHUDO PHWERGVWROHHWR/ NE WRWDUJHWVY DQG LW ZLOO UHPDLQ VR XQWLO WKH
(XURSHDQ 8QLRQ DGRSWHG WR LPSURALR LR FPRVWMAVRLWE HRIXWXUH DQG JDHRHWQUDIXWUGKWMD KQVLEKMY FROOHFWHG

KXPDQ KHDOWK DQG WKH HQYLURQPHORWBRBKWKMHS HEYNVF WKBVWRI PLFURSODVWLFV ERWK DW RXU RZQ

FDQ EH SRVHG E\ FKHPLFDOV )ROORZBEBYRGIFWARQGPHOHY [RU WKLY FDVH DW 7$7 7DWDE{Q\D DQG

WR WKH UHJXODWLRQRIS@ DVWLFV DUH IFrRz1\-UE{jW3U LQ +XQJDU\ EXW DOVR ZLWK RXU XSVWUHDP

UHIJXODWHG E\ 5($&+ $V DQ LQGXVWUVEBESORIYYWUHDP XVHU

RI'PLFURSODVWLFV DQG DV D PDQXIDRWKWHY BbwRYEEFIWD RQ WKH XVH RI PLFURSODVWLFV

$V HDUOLHU VWDWHG ZH KDYH GDWD OLPLWDWLRQV RQ WKH XVH RI
PLFURSODVWLFYVY DW &RORSODVW SURGXFWLRQ VLWHV DQG

D DY
QDQFLDO &RMIRSODVW ZDV XQDE
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ODQDJHPHQW V7ZEHSRUMVDLQDELOLV\ SMACRXWFHOXWH DQG FLUFXODU HFRQRP\

( SHXRFH XVH DQG FLUFXODU HFRQRP\

,52 6%0 7KH IROORZLQJ UHVRXUFHYV DUH FRQVLEHWHG BW L RDWWEZIE @6 WRQ AHXXSBIOLHUR SERVOWULQJ WKH LPSRUWDQFH RI LQWHIJ
F) S D FWV U LV N V D Q G WKHLU HIWHQVLYH XVH LQ WKH &R OR S/OKH WXY WA XQMVEY MWLQMG WKIBIPULYV YDOLEBRWWQLEDBLEVWOQGBRP WKH LOQFHSWLRQ |
b

RSSRUWXQLWLHV SPENRAEeS

, , 30DVWLFV >
XULQJ WKH '0$ SURFHVV RI ( 5HVRXUFH$SGV}J-|—|9I9&HV z g 7LPH KRULJRQ IRU
&LUFXODU (FRQRP\ WKH +HDG RI GXVWD%(BBElE%LDVM\GSURGXFW Q«QDOXHKIFI&DLQ ORFOWERBGW V
= = D

,PSDFW DQG WXQG) D+ OLWHFWRU 78%$7 OXPLOLXP I > 2 N
+XQJDU\ ZHUH UHVSRQVLEOH IRU DVVHVVLQJ KH ( ) [a] < = <
VXEWRSLFV &RORSODVW V XVH RI LQIORZVY DQG QRQ UHQHZDEOH DQG E O‘g o 2 S -
7KLV DVVHVVPHOW LOYROYHG FR VXOYLUJL UHVRXUKFHV\UHVXOWV LQ DQ HQYLURQPHQWDO LPSDFW %) N2 '0\:‘ N b= g

Q Q Q MRV L %%&W%WH \IjRQVXPSWLRQ Rl PDWHULDOV WKDW & NE - © - ~

VWDNHKROGHUV LQFOXGLQJ LQWHUYLHZV ZLWK VYSSOL
LQYHVWRUV ILQDQFLDO LQVWLWXWLRQV-BOG RXUZRUN
LW GLG QRW LQFOXGH FRQVXOWDWLRQY ZLWK, RE@’@GQ\Q'ESQ
DIIHFWHG FRPPXQLWLHV 6XEMHFW PDWWHU HISH H
LGHQWLILHG ,52V DQG WKH PDWHULDOLW\ RI" WKHV
HYDOXDWHG IROORZLQJ RXU '0$ PHWKRBRIOBRID ODV LR XNW AIQFMXGH KLIK GHSHQGRRFHDR G ® RHHUBIWL RRQ D O FRVWéIDQé?bG vgxssm OLPLWDWLR& o
LQ (656 ,52 2Q SDJH UDZ PDWHULDOV VRXUFHG IUR®BGY DULKPWHRY R Y- IDRQAA RQ QRQ UHQH HRU yPusLQ UHVRXUFHY

HDQ KLJKO\ RSWLPLVHG KLJK YROXPH SURGXFWLRQ

LQ D O
XULQJ WKH '03 2zH PDSSHG RXU RSHU\?ﬁv\)vgigvD\R/Fg&g%s\%w@\ewamuU/HK/HUH DUHVIORZ
YDOXH FKDLQ VFUHHQLQJODWWHWAD OQ G, DEWLY LWL H

U{ VNV DVVRFLDWHG ZLWK WK B R/GIDR WUV RMNE @RIBURH RXWIOR | SURGXEWYV KLF
SDFNDJRQG ZDVWH DUH VWUDWHJLFDOUOQX%LH‘&WD\O(/LHV SV HBVeHGLFDO GHYLFAWDBNHWR D RDICALSD\FIVQRQ WKH H g‘éy%%%PHQW f ﬁ
LQWR RXU DVVHWYV DQG DFWLYLWLHYV

ZLWK HVWDEOLVKHG WDUJHWYV SURYL&bB&J’&)ﬂ)&LﬂW\LBYJhJﬁ NMew 1 B REKDH.®

QHJDWLYH LPSDFWV DQG ULVNV DUH SUHKWIRWDNWSRWUHORY IRU QRQ FRP\S;RIVEKIQFH ZLV‘K FL‘JFXODULV‘\

,Q WKH DO3G LQ WKH FRQWH[W RI RXU SRREQXMWVWHDRGDQG ZLWKLQ RXU RZQ RSHUDWLREVH@R'Y DQG VWDQGDUG

ZDVWH ZH FRQVLGHUHG 2VWRP\ &DUHP LW WHUNH QWKHVGIDOLVNYV &RORSODVW LY WBNEQI BFWERQ ZEWKES——

8URORJ\ &RQWLQHQFH &DUH 9RLFH WHKWSULXIDSVRAKODLQH)RU H[DPSOH WKHUH LV DQ RQJRLQJ

DQG :RXQG 7LVVXH 5HSDLU DV WKH BXVRQWWRDERQWLQXRXVO\ H[DPLQH YDU&RRXRYQDIWMWFRLYRRVDO RI ZDV\%E'\}ERP RIILEHV DQG

DVVRFLDWHG ZLWK WKH LPSDFWV DQGYDDXMVFKDLQ WR PLQLPLVH HQYLURQPHGWRSXPETFW V Blgd LPSDFWV W .!_'-l:i FrYRQFHQW
DGGUHVV RWKHU (6* LVVXHV 7KH 3URFXUHPHQW WHDP

WéFFR \)l(VULEXWLQJ WRIPHRYRXUFH GHSOHWLRQ

GV EXYEH RXWIORZROREQDOM ¥VHQIORZYV DQG UHVEBRWFH XVH LQFOXGLQJ WKH
B'oHoHubwHG |URFXWE£|BLJ|:QARLQ%§U%"&)Z\R%EOH DQG YLUQHQ UH@$RXU$§HV OHD@LQJe @
QYLYRQPHQWDO LpWR DQ LPSDFW RQ WKH HQYLURQEPRIWFW
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ODQDJHPHQW V7ZEHSRUMVDLQDELOLV\ SMACRXWFHOXWH DQG FLUFXODU HFRQRP\

( UHJXODWRU\ UHTXL PHOHEWW. QIQRBXU FRQYHQWLRQDO TXDOLWLHY DQG ZLO ® L@QLPBHDU 5 MMKIDIM WEIHGY DJH DQG VWULYL
S3ROLFLHV HQYLURQPHQWDO IRRWSULQW WKURXJXOBYWQ KD WIMWRQY HRAKRMRDORI\ HYROYHYVY SKWKDODWH IUHH DOWHUQDWLYHV DFURV

LPSDFW RQ FOLPDWH HIILFLHQW XVH RI UHVRXUFHYV E\
7R PDQDJH WKH PDWHULDO LPSDFWYV %Q%Wéé‘ﬁ'dJW%WﬁOLW\ LO LQQ§‘$ VWV 3RVL\Q/LL(5<JQ RQ +D]JDUGRXM 8X\ENWDQFHYV
K
H

0] oD
DWLRO DOG SO
KR OLEL Y SUnTHOWnG Lo w18 g ERIBVDITIGHCSORV Bo surRexFw ¢ L¢R'E'e)é)JRKSVﬁ w Y, W;RQ P +FDJDHUGYRLX&XM;EHWQ\\S%%';T\iSSO?SV\(VDKD(;(ZXDV://VSDHLFLSEFL
WKSIROLFLHV SUHVHOWHG LQ WKH IROQRELRY p BV B IERZAHE snv sopvwi EXBTRAPIYL REDY IR QR QFH Ho YL Uswamya Q Q
XV

DQG SRVLWLRQV RXWOLQH RXU FRPPLWRHQWY WR FLYFXPPRU HokporLos rEUELDDR A \ﬁ?fFH RXU 'RRWSULQW";(‘Fgmfm%%zszRotR:cvz"éF;gQr’DéE
SULQFLSOHV DQG WKH PLQLPLVDWLRQRIGFBRLURSMEFRuLbOV Lo sDENDILQYP %{%Gﬁ?(svu YEYYPQFHV 7KLV FRPPLWPHQ L Q R Q

HPLVVLRQV DQG ZDVWH $00 RI WKH %VWFPPW&\J:A'&NQK/\PIY-I%IPFLHQF\ $V SBS‘\II(V éJIHIgfﬁi WR}éNKH VWULFWHVW JOREP®SURKHPPIHPW RHIRGDWRBQHUDWLRQ DQ

JOREDO VFRSH DQG DUH SXEOLFO\ DYRL@BEQH RFRWGRIBSAPLY Yru  ri sDENBICPP R Y IRU VXEVWDQFEHV XVHG LR RXU SURGXFWY
ZHEVLWH 7KH ([HFXWLYH 9LFH SUHVLGHGY) VRREPPHQHZDEOH PDWHULDOV 7LQROXIRBY IOW LERR EDW EE RUOR S HG ZLWK$F|BWLLGRU?V\(/LRQV IRU

2SHUDWLRQV LV UHVSRQVLEOH IRU WEHEW LRZOPEWRIEET S HVFULSWLRQ MY UNVKRIQYROHRAV DQG HQG XVHUV VXS SRUKISDHD B W LQWHJIUDWHY LWV DSSURDFK
&OLPDWH 4XDOLW\ DQG 6XVWDRAPRELIONp\3 UHTXLUHPHQWYV LV CRRFRRVMEQM WR RURGXFH SURGXFWVEWVEPYOBUHHFRQRP\ UHOD WM DWWILRQV Z
&RORSODVW LV FRPPLWWHG WR FRQWEB3HXVO\ UHGXFLQJ ELRFRPSDWLEOH DQG VDIH IRU WKH L@ WG HBWIRIPRER WO Y ¢RORSODVW V
HPLVVLRQV DFURVYVY DOO DFWLYLWLHVGwlf\?V\\//%ﬁJEHQ/J BbZG ODWHULDOVDOLJQHG ZLWK WKH SULQFLSOHV LQ WM E& D DU SULQFLSOHYV DQG WKH PLQLPL\

PDWHULDOV WR SURGXFW GLVSRVDO ¢K\PSIPR UXEVWDQFHV DQG PDWHULD GYDBGE Y 1 G3 RIGILFR X J K FRQVXPSWLRQ DQG zDVWH
SUHFDXWLRQDU\ SULQFLSOH WR PLWLIDWHVRFLOQ POG:| v pDUH SKWKD O D WHUKDO 3% 396 39G& 3ROLFI &RORSRMWKKVEFRBALWWHGG FLUFXODU HF
NOYEURQPHQWDO WLYNY 2XU JRYHUQPREHBY A WY LDYY ZLwk vXSHULRUR SUR R UKIORU L\GHIMIRH SROVPHUY LQ REZH5UGEWEBWHRRQIRLQJ SURMHFW YV
orvD LD e oL Y DRr RS o0 WEY URBOEDUGY Lo PDQ\ DSSOLFDWLRRVLRQG WoH FADUNGAVR QO ZKHQ HVVHQWHDRXBEHSHRE BN W K H KM VI O RER Q
Q Q Q IORWAD EBRAT DURYFRPPRQOV XVHG DVSMRIMK@BO¥H Q: BIZLP WR PRGLI\ H[LVWKQ S W ROV \WREMHFWLYHYV DQG DLP
*OREDO &OLPDWH 3RVLWLRQ 6WDWHPRYHWRIQLVLQI WKH HQYLURQPHQWDO FRRFGNRY WKMRALDPMWWAIBULDOV ZKHQ SRYYLEOH) FGHEG & PR QD OIONH ZHQ % HOREP HQ W
7KH *OREDO &OLPDWH 3RVLWLRQ 6WD WIHR K QWK i RR FADWHWRDOV ZH SULRULVEZLOK BOW B FR DYWH-OHVKRQWP KW N QR Z QHIGH Wy IRIQ WHAGDFWRR OV UHODWHG WR UHYV
UHGXFLQJ HPLVVLRQV SHU SURGXFW DB&BURGEGQW SYHRG WHRVYLPLW WKHLU XVEKVRKBYDBHRGXFMWYGLFDO GHYLFHV DRIQ £ R OFDUP HRPRYRPRH UV
DQG SDFNDJLQJ DQG HQJDJLQJ RXU NZAHRHXSBIOW FBIRW L QED H DERXW SKWKDODWH FRQWHQW LQ RXU SURGXFWV )LQDOO\ ZH

6XSSOLHU 6XVWDLQDELOLW\ 3URJUDPPH IXUWKHU Re F H SOR\HG LQ LQ
GHVFULSWLRQ RI V\?KH SROLF\ IROORZT_&FJ%O]%LQ/LQJ LVVXHV ZLWK SODVWLF ggg@(ﬁ;%&za’%}?ﬁ?EWNWXODUO\ RQ R%PWSKU%J;%'Q?’S’;J’QQVC{?@-%L?QEFLSOHV BV
PQFLRI FLUFXODULWY XVLQJ UHQ HULDOV LQ IUDPHZRUN IRU SURGXFW HYDOXDWLRQ D

UHTXLUHPHQWY LV GLVFORVHG LQ ( H8§

SDFNDJLQJ DQG LPSURYLQJ ZDVWH PRRWKHRIDIHYV 3ROLF\ LQQRYDWLRQ SURMHFWYV 7KLV DSSOLHV )
4XDOLW\ DQG 6XVWDLQDELOLW\ 3BROLRRXUUHQWO\ RXU SODVWLF XVDJH PDLQ@QNFWRV V¥ VIRO RE\VIRMVAOGRSODVW DLPV SIRU A BRL W9 § K WIKRIR B MtV XMHV KL Q & RORSO
.HV HOHPHQWYV RI RXU 4XDOLW\ DQG 6X\DWEGQDIELIIQNVR BREBUEDOV IRU VDIHWE\DRYRT &P O b WAKWHDIVARR @QHZ SURGXFW YV BOMH B HURDWNE VERD WHWIRLYD UNHW PRGH
UHODWHG WR UHVRXUFH XVH DQG WKH FMWEBXQDUWRRQ M QHHG WR LGHQW ik QM2 WXWHRODORVHBOFRGLINLQJ HILVWRQW SHRE XFOK I DHEFWXHHG ILQDO SURG X
LQFOXGH FROQWLQXDO LPSURYHPHQWXRERUYW MWXGDCGHRHQWSPHQW RI VXV WIRLEPD ROANH Y HF K Q@KL WK H QXPEH{HRHOWHPNQJW RXWKURQLF &DUH DQG :R

VIVWHP DQG TXDOLW\ DQG VXVWDLQDEHORWX\E RQIERURDEDMHG SODVWLFV WKORMU RPRGFKR WKDW FRQWDLQ S KW K D O D&V L WHMWONIRQ ID\W B W JH WM LRUWOKA. V' VFR S H
IXOILOOLQJ FRPSOLDQFH REOLJDWLRQV ZLWK OHJDO DQG

$QQXDO 5HSRUW



ODQDJHPHQW V7ZEHSRUMVDLQDELOLV\ SMACRXWFHOXWH DQG FLUFXODU HFRQRP\

LQQRYDWLRQ SURMHFWY LQ VFRSH KD¥HBEHHRS D \RY HVK/H G XRMEFW LV OLP LWHGH VBR RWKW LS 13 UD VBIDEQW 11D J IRU RVWRPX \E\DLMVRHQ 8 CODXWH Y WWRKHVH PHHWLQJV F

WKHVH SULQFLSOHY DQG PHDVXUHG DIRXRUW GKLIQDH®Q3V&DUWDJIR &RVWIDWLPBI DY RYG WKAHKHLQYDO\V DUH PDGH EPDWLHAPMWHQQIDFWLRQV WR LPSURYH ZDVW

2WKHU EXVLQHVV DUHDV DUH HQFRXUBURG X\FRV D GGRLSW WIHKWHG DQG VROG VKISBOW HPW DPEWIVHG IRU SDFNDJLQJ LRL ®IXRLYHRBXFAWRQPHQWDO LPSDFWV

IUDPHZRUN LQ OLQH ZLWK WKHLU ORFORZSUWRGHXFINP G HYHRNRIKPWEW LQQRY D WIDYH GLHAMLIQ BRGIDU\ 5XQQLMR IURP 0DUFK

SURFHVVHV GHSOR\PHQW RI WKH (FR 'HVLJQ 3ULQERYGIREHBXULOH SURMHFW KDV VXFFHV(lfLQO \ FWYHG
SURGXFW GHYHORSPHQW WKH SURGXFWUHKE®HBGFRBQWHQW LQ WKH WUD\V )Jllj_l_qla MOLDQFH RQ

7KH EHORZ (FR 'HVL3$Q BYL®@H LINSHOH V
( o ® UHGXFWLR% LQ PDWHULDO L?_' WKH FDWKWHMWRUWDR @ BWHRLDOV DQG HQKDQFEKRODBEHVRXWFWH WDUBPHMQYFNRU UHVRXUFH X
VXVWDLQDELOLW\ DVVHVVPHQW FULWHULD LOQWHIJUDWHG LOWR WK

SURGXFW GHYHORSPHOW SURFHVYV SDFNDJLQJ DQG D HGXFWLRQ LQ S®RG ¥ W FRXIDDERQV \ HFRQRP\ ZHUH GHILQHG E\ WKH 6WULYH
IRRWSULQW FRPSDUHG WR 6SHHGL&DWK 6WDQGDUG )HPDOH DSSOLHG IURPWR ZKLFK PDNHV WKLV
$YRLGLQJ KD]DUGRXV VXEVWDQFHV %DVHG RQ H[WHUQDOO\ YDOLGDWHG ) g IRRWSULQW \HDU WKH ILODO \HDU FRPSOHWLQJ RXU "
7KHTROORZLQJ OCVWV NH\ DFWLRQV WRNHQ WS D SbHYd-\/WﬁH
&KRRVLQJ PRUH VXVWDLQDEOH PDWHUARUBLQJ WR ,62 JLQJ ZDVW
BHGXFLQJ VLIH DQG ZHLJKW VWUDWHI\ WDUJHW
ODWHULDO UHGXFWLRQ DQG SURPRWLQJ FLUEXQDULW\ ZLWK :KLOH WKH WDUJHWYV DUH YROXQWDU\ XS
&4RQVLGHULQJ UHFIFODELOLW\ /IXMDIHPDOH :DVWH PDSSLQJ OHJLVODWLRQ DQG VWDNHKROGHU H[SHF!
SHGXFLQJ WKH RYHUDOO FDUERQ IR/&WBUIHQ’WOR-II WWKH ILUVW DQG RQO\'H—IPDOH ?(f\ﬁﬁ%Hh\%lme ZDVWH PD%%LGQ\J/QEE'L?ﬁ}WRéP;%UV HPSKDVLVH WKH QH}
SURGXFW DQG LWV SDFENDJLQJ FDWKHWHU ZLWK OLFUR KROH =RQH 7HRIRIRYN CHRW i YLWH LQ 7TDWDEIQ\R, X RJBF oL w\ JRYHUQDQFH :H DUH F

5HGXFLQJ ZDVWH IURP PDQXIDFWXULRIRQG M E0DGGHU HPSWILQJ LQ RQHGDAWLBRGIDRISRUWXQLWLHY WR VHERURWH FHPQ PRI ERLYBw L R0bO 1UDPH
LPSURYLQJ ZDVWH UHF\FODELOLW\ |G F( Q) WKH ULVN RI XULODU\ wu D #HOFSI KRR RBRP BURGXFWLRQ ZDVWH LR U 1SRN H G LHX Wy
SURGXFW ZDV GHVLJQHG zLWK WKH x\PHREGE VAR LODEY HRY PDSSLQJ KDV DOVR EHHQ OEBHIRUPDQFH
(YDOXDWLQJ DOO ,96 SURMHFWY DIDLRYW WiHWH, SY}QFLERAAY sopvwLr po&OBALHE BXW LQ 1\-UEi{WRU +XQJDU\ 6%@%%?FHWDDLPJ€|3% -
HSKDQFSV SQURG(;(FWSVXVWDLQDELSLWCBF?%PFLEWJLE]FP(WT'R}/RWSULQW FRPSDUHARWR QRMIOMWH SHE B FWLRG VUREHYIV,Q SN0 LI LV
HQYLURQPHQWDO LPSDFW 7KLV RQJR HY Y b RE Qe Bl I[URP WKH PDSSLQJ KDYH EHHQ LPSOHPH
DQQXDO IHHGEDFN DQG PDLQWHQDQFE%I%{&%B\R/ %% (YA EDVHG RQ WR N PO DU HQHUFLVH %t’?ngB'ﬁ HSobEH DW RXU
HWHUSSYBY YBBRYDWHG FDUERQ IRRWSYEINR B FPRGGR I RH¥ [

WKH SURFHVV DQG DVVRFLDWHG WRROER] VLWH LQ &RVWD 5LFD 7KH ZDVWH PDSSL®) BPPUBMRQIQKDQFH

ZDVWH PDQDJHPHQW WR PLWLJDWH HQEY@.%E'BVB%\Q\\;PV'DHHLQJ%ZD%WH

1HZ SURGXFW 6SHHGL&DWKO 6KRUW (y0 pRUH /XMD IHPDOH V FRQWDLQH&LN, RPIG HRRPQJ \HD UV
7KH 6SHHGBSUREKFW SRUWIROLR FROWRIQV WY PDWHULDO 7KH SURGXFW ZDV ODXQFKHG LQ 0D\ RI SURGXFWLRQ

VWDQGDUG DQG FRPSDFW FDWKHWHU UDQI{Ys X4 OHJERBYDLODEOH Lo GKPHWHY QX FROPIGPHQW UHYLHZY ZDVWH LV UHF\FOHG
JHEUXDUV WR -XQH WKH 6SHHGL&DWK 6KRUNyyLHY $XxvwuDOLD DQG WKH 8QERASERBWHLRD® YhWWY FRQGXFW D #X PP O ODQ B IHRES W Wy oun rrbvxuHG L

SURMHFW VRXJKW WR ODXQFK D VKRU | L U WR DVVHV\HIRFRPOZKABK WURIWHY U L WHDVXUHG LV 7KH
Q VRGO R ERD WL IRHY DFFRUGLQI wROWRHHZU RWEW LR H Y HRD Ly R D W G £\ Wi ot

6SHHGLEEOWKQGDUG IHPDOH FDWKHWHU 7KH SURMHFW &RQVROLGDWHG UHVXOWY IURP DOO Vishith oo bitb o HV HEWHE 5 W WK

DLPHG WR ODXQFK D SURGXFW XVLQJ DR\ PG FBENBJILQI  2& WUD\V AXDUWHUO\ *OREDO 2SHUDWLRQV ODQDJHPHQW 5HYLHZ

FRPSDUHG WR WKH 6SHHGL&DWK 6WDSOBYW Isiu WERRW IRYQIHWRP\ &DUH EDVHUPERWVHY PURIUHVY RQ (QYLURQPHQWDO +HDOWK DQG 6DIHW\

%\ DGGUHVVLQJ WKH ODFN RI RIIHULQSPRNDJIHEP HQ UHWDLO ER[HV DQG FRQWDL O ¥WYRUWPHIVURPYOWY U VLWHY DQG RIILFHV GR QRW KROG
6SHHGL&DWK 6KRUW DOVR PHHWV DQ XQPHWURMWHIGW DLPV WR LQFUHDVH WKHgUREYDHIE HREUVMHUH\L@DQDIHPHQW 5HYLHZV
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ODQDJHPHQW V7ZEHSRUMVDLQDELOLV\ SMACRXWFHOXWH DQG FLUFXODU HFRQRP\

3DFNDJLQJ UHODWHG WDUJHWYV 5HQHZDEOH PDWHULDOV %LREDVHG DI@G& FMERRVHEQ WDUJHWV UHVXOWV &RVWD 5LFD GXH WR D JURZLQJ QXPEHU
2XU *OREDO &OLPDWH 3RVLWLRQ 6WDWHPH\WWURR®® IDQUHV FR@VLGHUHG UHQHRZ IO @FWyKHDPFKHG RXU SDENDJLQB WHRRWWIGVWREWONYL. QYROYHG LQ UHF\F(
RYHUDUFKLQJ DPELWLRQ IRU GHFDUERQUWBWERQBOBQGHQFH RQ YLUJLQ QRJF SWORPHESRRNPALQI LV FORVHO\ WhG M Rs WKAH- & X @ IRXWFPBVWH PDQDIHPH
DGGUHVVHV UHVRXUFH XVH OLQNLQJ LW DARHRXWDGVURPOUBERDUG ER[HV XVIPE YRRUERW DB o RIDOHRI HVVHQWLDO IDRQPWORQPRELVOLBVSRBNHY RXU ZDVWH U
HFRQRP\ WDUJHWYV 7KH WDUJHWY SUHVHHD@QWBHCKLOSWRH BDMD-EGRQVLGHUHG WRMEREPBEW\ BRE VWHULOLWY 7KLV FRQQIHRMIER® P INKHVY6WULYH VWUDWHJI\ 7Kt
UHIOHFW &RORSODVW V FRPPLWPHQWYV WHR GHEHDEGHIPBRWWLDOV SDFNDJLQJ LQQRYDWLRQ FRPSOH[ LQ ¥iKelchkht@LRRPVEMWHFHPDMRU GLVWULEXW|

VXVWDLQDEOH YDOXH FKDLQ IURP PDWHUIDO VRXURLQJI o\ FLUFXOD'-UQGXVWU\\ $OWHULQJ SDFNDJLQJ PDWHYLEPY RYcIRYPDWV
LQIORZV WR SURGXFW SDFNDJLQJ RXWIORZV RPRWLOYJ LQW&%Q%E} GW?@ESEQ[SQ_QN QHZ WHFKQRORJLHYV DQG VLJQLILFDQW

SURP
FLUFXODU HFRQRPY SULQFLSOHY | OHOLDQFH RQSULPDUL URVRXUFHY DQG pRAMILWRWIRD) wHUP SURGXFWLRQ MTKWOMIEE G Efiit LQYROYHG WR
GHFDUERQLVDWLRQ 6FLHQFH LV HVVHQW%%#BH_PE%&,HBW §KHVH V\VWHIJR/LBH%{JMV\PHb%NHJUDWH VWUDWHJILF VXVV

7KH UHQHZDEOH PDWHULDOV WDUJHW LQFQ& RXW WHDHJ XI$W W DHIHPGLUHFW O\ Qk@vbéH\MBEVd:A‘I—L%WHI\}'\ﬁPHQWV DQG Dé%wd(R%ﬁBQL%QQQW%RH[QI\W)PQG (+6 PDQD.
YDOXH FKDLQ DQG FRQVLGHUV UDZ P DDNGMDL@FRHP B8 RQWRKDVHGHYHUDJLQJ VFLHQFD £EHEBPQ 7KLV LQFOXGHG WKH UHYLHZ RI ORFDOO\

I[URP VXSSOLHUV :KHQ DVVHVVLQJ LPSPSWNPHEWRFXWWODQLQDEOH SUDFWLFHV WKDW PLQLPLVH SDUWQHUVKLSY LQ VLWH VSHFLILF ZDVW#
KLJK YROXPH DFWLYLWLHY DQG DGMXWWYRWROQHOIQWILNLPSDFW FRQVHUYH UHVERYURRY\BSHPENDILQJI RI RXU SURGYDWY VPR Q\TARVYHYL WHY JLYH SHUIR
GHYLDWLRQV 8SVWUHDP RXU SULPDWURFRWHWRQUFXODU HFRQRP\ DOLJOLENHEBGWKRgWKH SURGXFWV FOLQLFD®EHBRYEDRRTH | QKRR RQ WDUJHW R
VXSSOLHUV ZLWK DWWHQWLRQ WR SRRAEHHFMOILY KRWVSRWYV IXUWKHU NH\ IXQFWLRQDOLWLHV VXFK DV XVDEEQIgW\ b YWHSIRIDYEHSUHVHQWHG WR W

DORQJ WKH VXSSO\ FKDLQ 'RZQVWUHDI'(DH R&%VT/BV?_)((?G' EVKK%L%DUJHWV &RORSSURGXFWJVWHULOH (KR AHDU ERIRUH OOV o LQLWLlPF;NHV\(/BL XRXVO\ GHFUHDV
HIWHQGV WR WKH SURGXFW V HQG RI OLH? QRVWU%% géﬁﬁl’?}&'\»’\% DLPLQJ DW PDNLé)SLMPQULL\Ié’BVLB\ Q Q'

VHYHUDO VWDNHKROGHUV WR XQGHUV%I%(R]%J\/MéﬁLIHL?Vh%%l‘[\'MLﬁXUDQ@RGXFW&/DHMVL“HJUIQFH\%BWE'gH(FR HVLJQ 3ULQFLSC
7KH SDFNDJLQJ UHODWHG WDUJHWYV FR{BHPBHDWILRY\ERRXEHUQFOXGLQJ LQV\;“HQR%@Q’MQ&(WWL&_%VW\%H&'YHORS SBﬁT@D%EB?W%I@d‘Qé‘QﬁS\ﬁﬁQWV VSHFLILFC
FRQWH[W RI VXVWDLQDEOH GHYHOR S PH®W W@ OLLGEX W RLEIFOXGLQJ VXUYH\NQlkJ@(SFFﬁX#XﬁVﬁ(WXUH SURGXFW SLSHéH&ﬁ‘)deIYBLBQQZVPD/MQ\Q@\VXSSRUW ZDVW
6XVWDLQDEOH '"HYHORSPHQW *RDO BRRQVLGHUHG WKH SURGXFWLRQ SKDV'ﬂPéMHYﬁ'KR/\km §&|§NH?LGQJ RI H[LVWLQJ&§Q£§9|-D\MW E& %B%PDIO%\MBG WR QRW RQO
5HVSRQVLEOH &RQVXPSWLRQ DQG 3URRGAXFMWHRIQU SURGXFWYV DQG PDWHULD(%\[' K%)QHL' \%B%bl‘ll;WMGDVHYVmO SURMHFW@&FW%QMWW#%WU%OVR WR H[SOR

$GGLWLRQDOO\ WKHVH WDUJHWYV VXSBRURW G LR UM RV WKW DELWQRDEOAHV L R Q DQGUﬁ}éIr_l'ZSd(th/FIﬁ uUdRVMoWHULDOV LQWR RXQJFWIBI\—(NW}WJOLNH UHGXFLQJ UHXVLQJ D
SDFNDJLQJ YLVLRQ IRU WKH (8 DV RXVSOURGHKEEYV WKH FRQWDPLQDWHG DlWHé’X%’WbP&&E%'T‘-lT‘%Ik%UFLQJ LQFOXGHV DQ\?VQQ%W%HF?&IYG‘BQ LV WR GHYHORS ZI

3DFNDJLQJ :DVWH 'LUHFWLYH SURSHU GLVSRVDO GXH WR LQIHFWLRQUANINE QG MEHUWBUWIHWY oG HoIDYREXZWIWRQA ZREWHLYE WH HQWHU RXU F
7KHUH DUH WZR VLJQLILFDQW DVVXpSl\'/JV|-||_ORDV\\//HZ(F_V\\;VKR\/VVKKHHV&(B/G'JaI\?VDVVH KDYH W|I_<(§|H%L{/\y'|?|QL+\LHﬂde(N FBéWLRQV &RORSODY\R/\PH%&\hJ%QBVMLQQS\é\%EHBGV $ JOREDO
SURGXFWV EHLQJ VDIH WR XVH WR SURSRVH UHQHZDEOH UHVRXUFHV %W B EPISERNY ¢ R\FOLQJI DFWLYLWL
SRWHOWLDO 18U viontwhG Vo2 Pl ERERE O, VEGToH xvi LowLe oW FEOH @ SRONMNLF gy ULQy FROBSERBDILED BeBILY WRATCE ST LAREOT

Q UHXVH PPN UHXVDELOLW\ WDYBRWN EKWDHQO WH EWLYK PHDQLQJIXO PROEG it Q bQ

LOJ
DVV LQFUHDVH UHXVH DQG UHF\FOLQJ UDWHYV

EH

PHFKDQLFDOO\ UHFIFOHG EDVHG VRGHO,RD WKH POV v obu surRGxFwW SHYLIR LZH RSP Kid (FRo

DQG PDWHULDO W\SH XVHG LQ SDFNDJLQJ 7KLV . H UJHW

G3|LQLWLRQ DOLIQV ZLWK U,?F\FOL'HJV'J-%BG?’HUOLPF,.'T\§OHV EDVHG RQ OLIH FAROHRW K LRANIRIHRRFERYH RXU 6wULYH KW APMMH KEEWRVFKY
RIVESHO N iubo sHuvsSHEWLYHY R BRRE VPW MRS OBGRM EHLOJ UHF\FOHRY W k) O WHWRULVHG LQWR WZR JURXS
GHVLIQ 7KHVH DUH OIFMIRDXQGHU  pp| 9o\ GULYHQ E\ KLIK UHF\FOLQJ UDMWYER¥HM KHOUEGEY DQG QRQ KD]DUGR
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ODQDJHPHQW V7ZEHSRUMVDLQDELOLV\ SMACRXWFHOXWH DQG FLUFXODU HFRQRP\

FDWHJRU\ VSHFLILHV WKH DPRXQW UHZFXEOHE O REZHUHOBDWHNG DULW N FRQFHUQ\8 RRRROWHS MRGWREBDEQOLW\ &XUUHQWD\Q BR{PRISOND $WWH SRWHQWLDO ULVNV R
SUHVHQWHG LQ WRQQHV IURP ZKLFK QRMEMQHRDEOH RU YLUJLQ UHVRXUFNWFRQ®BIU\ PDWHULDOV FRQVLVW RI UARPSOHBQFHFBRQG P\ FUHDWH EXVLQHVV

SHUFHQWDJH FDQ EH FDOFXODWHG 7PDIHWYFUQRIDQGHPEGOFDO GHYLFHV UHRPISROHQWYLE @GSDMAR@AD U\ LQWHUPHGLDUY\ PDWHULDOV

ZDVWH IURP WKH IROORZLQJ &RORS O DAMNHMOWILONGL HVQFWLRQDOLW\ VWDQGDU|(_:FI\:/R PE\SW\?%%I—TLIJH‘&G({DU\ SURGXFW\V5 HHGBDBOH G R W LO SURGXEWV DOC
ODQXIDFWXULQJ VLWHV LQFOXGH LUHJFI-}FﬂU%OPDSWOHULDIPFV ODFN VXITLFLH \I£|VF F(EJODLFH]DIELITOULHV\{(\VH XVHG DV LQSXW‘GURGWD/‘Q/XU)H\NHQXJUXSH DUQH FR VLGHUHC?(
FDUGERDUG SDSHU IRRG VFUDS P§§VFDX§DB§\(/3VDV&IQ Q IRU XVH SHQHZDEOY RPVI\?VIVLHug_(I)D(I):\IQ L\?)E%(Hu JRRGV 7KH\ ZLE@BAFBDXKVKURMKWMKH XVH SKDVH DQG FRQWDP
UHF\FODEOH ZDVWH KLIKHU PRV DQG IDFH VXSSOl FKDL?UEKF%Q/VﬂgJF\QWQWEgé_ JSURGXFWV L @ RAGLHD \S WRGEOGRW 7K@ BRYHLUD J H EURSRQUWLF
'LVWULEXWLRQ FHQWUHYVY DQG VDO &VRF?ﬁI?FOHDVV\I/_VQVI\ZISXGGHHSHL ¢ RQ YLUJLQ D%?L FIQZ%VVM?RHL%DLEQOFHOXGHV E\ SURGXFWDFNDIW g ¥ VWDIKODMWY RXQ F-FHGUHF\FOHG DQG
JHQHUDO FDUGERDUG SDSHU SOD V/UV\(%XDUFGF'V R7KLV UHOLDQFH PDI UHVXI(L)J\IQ/PL%LJQ%LIJIHFR(\\/NHVGRFIRPVDWVO/HULDO WKDWURIDY\MKQ?RW—IQWHFYILWE\HOSDFNDJL J DQG |
UHF\FODEOH ZDVWH UHGXFH% D(%D ODELOLWA DQG FRPSOLESEH ll'_JLV[')\l\él} GV)V(E\?VIXWXUH DYDLODEOH WHFKQRORJLHV D GQL IU?DVV‘

SRWH%WLDOO\ OHDGLQJ WR RSHUDWLRQD8 FRVWV DQG VXSSO\ Q Q Q
¥4 LQFOXGH LQ JHQHUDO FDUGERDGUL('\;/U§(S§VHL%QS\’/OLDIV(5NRLV5 DGGUHVVHG 6HFRQGDU\ UHXVHG FRPSRQHQWYV S3UMYUBEVOLWVEGGDHWNYUDELOLW\ ORVW Sl
'RRG DQG QRQ UHFIFODEOH ZDVWH RU FRPSROHOWY UHFRYHUHG IRU GLUHRWRLSFO)DN'WLQ EXZLRHVY DUHDV DUH VL
HVFULSWLRQ&RI &RORSODVW V UHVRXUFH LQIO ZV Q Q
7TDWDE{Q\D PDQXIDFWXULQJ VLWH 7DW , , DI—QG 3’ LV D LVWL J SURGXFWV ZLWKRXW VLIJQLIZKBQMW WK FREOHFHWEM) RI GXUDELOLW\ DQC
51F 8'I: ?gd’ UuLDO ODWHULDOV W}( |_Y\</ lf J I-ku OO'\:'Qﬁ
H[DPSOH RI KDYLQJ WKH IROORZLQJ ELUIIQFHVV\\;HG a \Xﬁ% VL QHQWYV FDQGEH KYHGW. QUWKHLUDGLWLRQDO ORQJ OD'
I

LQ QDWXUDO ELRORJ&)FLPLPHQ

\Y K
I):(U QWO\ &RORSODMW IOHHXYVAIRSWREBKXRWW BQH GHVLIJQHG IR
OV DQG DOOR\V

DQ\ VHFRQGDU\ UHXVHG FRPSRQHQWVV DRGWP WWUHR DD/HVDQG DUH WA\SLFDOO\ GL
HULDO 'HULYHG IURPRPISR@IQRUNMDRUWPYDRIMSRUWLQJ LV QROVLIO@QH@QIGMIGHLU SXUSRVH 'XUDELOLW\

'RRG SDFNDJLQJ ZDVWH oW P os R GBI YHE KU BRe srorowy aRBEROTHGW W Wiow W R HCH SUREX T T B
BURGXFWLRQ RI SODVWLF ZDVWH IZIJ-?IBI%JH I_HR )P\)lV ELRJDV DQG ELRIXHOV SI-FEE'LJI?_ O\ SDUW RI D SURGXF )%\R/EO %GEHII EWLYHO 'IRU LWV L\Q\N\
BURGXFWLRQ RI SODVWLF ZDVWH \}/_iL%VYEIg PQ@I I-D|8 EBF%V YLD FRPSRV\éIII__Sr—]DﬁJ H8 BHﬁESLUFRFHVVHG DQG FR YHXO/W DQ LWV ORQJHYLWL R

OHWDO SDFNDJLQJ ZDVWH GLIJHVWLRQ 2QO\ PDWHULDOV XVHG I%%Vﬂ? 8LB80 R]U FRPSRQHQWV WKURXJ |%JHIJ'\IE—ID(?_IQ ! RIS%H%/B'FN/
SXUSRVHV DUH FRQVLGHUHG LQ WKLV F&&N%—FUHXVHG FRPSRQHQWYV UHF\FOBBWAR P SRIPHD@W \D  BGNPIMHWHULDOV LQ ZDV

( DQG ( 6XVWDLQDEOH VRXUFH RI ELRORJLFDOXX Q@O WHULR B&\ \$W BR RRISOOH/RLFD O W U HORMPREDM WR IHRE K RWWKBIUH XVHG IRU LQ
5 HVRXU F H LQ | O RZV DQX@W[IQ_%D\RPHOP(ZF\UV RI ELRORJLFDXWRPOWMWULDOV KDYH EHHQ DQG DUH GLVSRVHG RI DV GRPHVWLF ZDV

CGHQWLILHG DV )6& FHUWLILHG UDZ PPWHU v
SHVRXUFH LQIORZV UHODWHG WR PDWH ﬁ‘é%)?c;ﬁ’ ) Py \H?)J‘UDFOH RUNFSRZY unobowhe wr POWHGEYBRYYE R LQ SDSHU FDUGERDUG C

DUGERDUG ZLWK DQ )6& FHUWLILFDWH [ R FFRUGLQJ WR WKHLU RULJLC
7R UHGXFH &RORSODVW V HQYLURQPHQWDO IRRWSULQW X GHVRY R RxwWiORZY LQFOXGLQJ 2BUWH I%\ﬁP

FW LR FRPSRVLWLRQ PD\
HQKDQFLQJ WKH HQYLURQPHQWDO SHUHRURDQFFH'RI SURGXFWV SDFNDJLQJ PDWHULDOV KDYH DQ HQYLL F&g 5 V%Wbé%é\gw’ IDFLOLW\ wg D
QR
DOG SDENDJILQJ LV HVVHOWLDO :H SUGHRRARGYHM\VPRNWHULDOV $W &RORSODHYDVHEZRUNLQU WR LPSURYH spFNDILEFURAR ORI BT WY [5(%(/;
R \SUV RIS V ,Q &RORSODVW
UHF\FODELOLW\ RI SULPDU\ VHFRQGDBPWHIE MOM WUBWBHILQHG DV UDZ PDWRQEFUH®W k) MFHRHY XV H R I URHQHZDEOH PDWHUL W
KH \}JIJH vUDu 30DVWLFV $G|
SDFNDJLQJ ZKLOH LQFUHDVLOJ WKH XZBVAVH HOHFABEO@J RU UHSURFHVVLQZABW S0G LWMISODEGO\ PDQXIDFWXULQJY'S
& LbGEGR RITUFLUYV ZDVWH 1UDF
PDWHULDOV 7KLV DSSURDFK DOLJQV XLWXLRQDROANWMHMI WO Q PDQXIDFWXULQ@DRW H RIGVDWURXWI RFRP SO\ ZLWK ORF % GGLWLRO WF
DOG UHJXODWRU\ HPSKDVLYV RO VXVWBKEBEPD WHUNDONQKHOS UHGXFH UHVENUXEDWWROQE WAVRQLBYE U UHIX0DWLREV RO WX 8558#%6‘\9\/&

3DFNDJLQJ SDSHU ZDVWH

W

W

BURGXFWLRQ RI SODVWLF ZDVWH BXODW WA BFWH WP HW
0,

BURGXFWLRQ RI SODVWLF ZDVWH [ﬁ%l?lgVﬁ_J\hﬁDZ VP\B

OI= U x T

=00
U
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ODQDJHPHQW V7ZEHSRUMVDLQDELOLV\ SMACRXWFHOXWH DQG FLUFXODU HFRQRP\

(

SHVRXUFH ,QIORZ DQG RXWIORZ DVWH
$FFRXQWLQJ SROLFLHV $FFRXQWLQJ SROLFLHV
5HVRXUFH ,QIORZ ‘DVWH LV EDVHG RQ LQYRLFHG DQG RU ZHLJKWHG DPRXQWV IURP SURGXFWLF
7RWDO ZHLJKW LV EDVHG RQ UDZ PDWHULDO FRQVXPSWLRQ IURP WKH %L OO MRl I0FPHVHDIQ B CAR U KRRIUDMRY + 4 VRIUPRWIHAH D ZH\BK JLY BBWZHHQ  DQG ZDV W
IURP LWV SURSRUWLRQ RI UHYHQXH )RU .HUHFLV FDOFXODWLRQV XVH W\SLFR@'EEBWXRY RRORRV EWR B ®FMIR Q H\QUDLAVR BIW HPXICDML SOLHG ZLWK WKH DYH
SXUFKDVHV VXFK DV ILVK VNLQ XVHG LQ DGYDQFHG ZRXQG FDUH SURGXFWV VPDOOHU RIILFHV ZLWK )7( Rl ~ RU EHORZ LV FRQVLGHUHG LQVLJQLILFDQW

PDMRULW\ Rl WKH ZDVWH FR%VDLVW IURP WKH GL(\§SRVDO RI PHGLFDO GHYLFH

BURSRUWLRQ RI ELRORJLFDO PDWHULDOV WKDW DUH VXVWDLQDEO\ VRXUFHG DUH LGHQWLILHG E\' &RORS VW D )6& D%

ZKLOH R O\ D VPDOO SpUW RI WKH DVWH FRQVXPSWLRQ LV UHODW &
FHUWLILHG UDZ PDWHULDOV 7KH GDWD SRLQW LV FDOFXODWHG DV RI WKH WRWDO LIKW RI UDZ PDWHULDOV
"HLIJKW RI VHFRQGDU\ UHF\FOHG FRPSRQHQWV UHIHUV WR PDWHULDOV WKDW ZHUH SDUW RI-:GD SURGXFW GLVEDUGHG DIWHU XVH

DQG WKHQ WUDQVIRUPHG LQWR QHZ PDWHULDOV WKURXJK UHF\FOLQJ Y&MM#%MM%—En"PEDn"P 1RO

VKLSSLQJ ER[HV PDGH RI UHF\FOHG PDWHULDOV :HLJKW RI VHFRQGDU\ LQV}{) V\ﬁ_ﬁthHU\%’H% I{J':R\vaevgkﬁll{/\b&VR E\ SURGX DVYIXUGRXKVD]DUGRXV ZRWDO
IURP PDQXIDFWXULQJ VXFK DV FXW RIIV ZKLFK LQ &RORSODVW DUH UHF\F? &Sb%&\HB&éFWﬂJWQVIPGKHVLYH

7RQQHV
3URSRUWLRQ RI VHFRQGDU\ UHF\FOHG FRPSRQHQWY DQG VHFRQGDU\ LQWHEUPFPH®ILR\ SURGXFWV XVHG LQ SURBRIMY DQG
SDFNDJLQJ 7KH GDWD SRLQW LV FDOFXODWHG DV RI WKH WRWDO ZHLJKWVRKHID Y HBRAYHIWINDRSHUDWLRQV 7TRQQHV

7TRWDO ZDVWH GLYHUWHG IURP GLVESRYQHV
5HVRXUFH RXWIORZ @

S5HF\FODEOH FRQWHQW LQ SDFNDJLQJ LV GHILQHG DV WKH DYHUDJH SURSREUWWRQzRU SPWNBRJIWRIPDMRYDBDHO WKDW FDQ EH

VHSDUDWHG IURP WKH UHVW RI WKH SDFNDJLQJ DQG UHF\FOHG E\ DYDLODEPH MIFKQRORILHY 3DFNDJLQJ UHRGORAELOLWN LV

DVVHVVHG LQ DFFRUGDQFH ZLWK UHF\FOLQJ JXLGHOLQHV WKDW SULRULW/IpMGPRIWHULDO W\SH DQG RYHUDO Q@ RdibHKW 7KH GDWD SRLQW
LV FDOFXODWHG DV RI WKH WRWDO ZHLJKW RI SDFNDJLQJ UDZ PDWHULDQWKHU GLVSRVDO RSHUDWLRQV 7RQQHV

7TRWDO ZDVWH GLUHFWHG WR GLVSRRQQHYV

5HVRXUFH LQIORZV 8QLW

"HLIKW RI SURGXFWV WHFKQLFDO DQG ELRORJLFDO FBQEHVDOV
BHUFHQWDJH RI ELRORJLFDO PDWHULDOV WKDW LV VXVWDLQDEO\ VRXUFHG
"HLIJKW RI VHFRQGDU\ UHF\FOHG FRPSRQHQWY DQG VARRQEMBU\ LQWHUPHGLDU\ SURGXFWYV

1RQ UHF\FOHG ZDVWH
7TRWDO ZDVWH TRQQHV

BHUFHQWDJH RI VHFRQGDU\ UHF\FOHG FRPSRQHQWY DQG VHFRQGDU\ LQWHUPHGLDU\ SURGXFWYV

5HVRXUFH RXWIORZV 8QLW

5HF\FODEOH FRQWHQW LQ SDFNDJLQJ

$WRV DQG .HUHFLV LV QRW LQFOXGHG GXH WR WKH GDWD DYDLODELOLW\
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ODQDJHPHQW V7ZEHSRUMVDLQDELOLWS &0 [RQHRPH Q W

(8 7D[RQRP\

7KH (8 7TD[RQRP\ 5HIXODWLRQ LV D FORW WKEVWIHS®R VWIVWPHPHDU WKHUH KDWXB®N FFRXHQNVND QY

ZLWKLQ (8 LGHQWLINLQJ HQYLURQPHQWDIXQ\ VPO FEDROHY WR WKH DFFRXQRWLRPOFKO@IDAMN HRQRRI WWKH GHQRPLQDWRU RI WKH WXUQRYHU 2SH[ DQG &DSHJ .
HFRQRPLF DFWLYLWLHVY &RORSODVW DV¥WIHTXW UG WKHKRDWHBBH VG RM)PHG HOLJWRORSODVW V HQWHUSULVH UHVRXUFH SODQQLQJ (53 VV\WWHP ,W LV WKHUHE\
HOLJLELOLW\ DQG DOLJQPHQW ZLWKL?XVYJ%HR$%JD[RQRP\ JRU WKH DOORFDWLRQ RI WKH QXPHUDWRU ZH KDYH ILUVW LGHQWLILHG WKH U

UHODWHG HFRQRPLF DFWLYLW\ LQ WKH &OLPDWH "HOHJDWHG $FW DQG WKH Y
‘H KDYH VFUHHQHG RXU DFWLYLWLHYV RRORGOWWKHKDALIQR (8 7D[RQRP\ UHOHVGKIPDQ\X/V HFR P({F Q Q (Q

R
HQYLURQPHQWDO REMHFWLYHV &OLPDWW LFMINQHV PAIWMKIIDOWWRK@ QRYH U QR U%JLVWUDWLRQ LV FRQVLGHUHG PRUH WKDQ RQFH

&OLPDWH FKDQJH DGDSWLRQ :DWHU é’:SRHOOXWLRQ &LUFXODU 1XFOHDU DQG IRVVLO JDV UHODWHG DFWLYLWLHYV
HFRQRP\ DQG %LRGLYHUVLW\ [

‘H KDYH LGHQWLILHG QR (8 7D[RQRP\ $SSOLFDEOH WR
SROLEL HOEWLYLWLHV 1XFOHDU UHODWHG DFWLYLWLHV &RORSODVW
SFFRXQWLQJ 7KH XQGHUWDNLQJ FDUULHV RXW IXQGV RU KDV H[SRVXUH W2R UHVHDUFK Gl
$VVHVVLQJ (8 7D[RQRP\ HOLJLELOLW\ &DSH[ GHSOR\PHQW RI LQQRYDWLYH HOHFWULFLW\ JHQHUDWLRQ IDFLOLWLHV WKDW ¢
V_ ZLWK PLQLPDO ZDVWH IURP WKH IXHO F\FOH
"XULQJ DO DVVHVVPHQW RI &RORSDOVWWHVVPHQW KDV LGHQWLILHG wKH TSN H Vst Q © v O F\FO

HFRQRPLF DFWLYLWLHY KDYH EHHQ SHOIRQRIPE HRUIWKOB RDSWH[ DFWLYLWLHV EOVHE ROUWDNLQJ FDUULHV RXW IXQGV RU KDV H[SRVXUH WR FRQVWUXFWL

QXFOHDU LOVWDOODWLRQV WR SURGXFH HOHFWULFLW\ RU SURFHVV KHDW LQI
2SH[ DQG &DSH[ WR LGHQWLI\ (8 7D[RQRRPHHHOLQUIERIOHMRQRPLFE DFWLYLWLHV \\/h\Ww| 03 RU LQGXVWULDO SURFHVVHV VXFK DV K\GURJHQ SURGXFWLRQ DV ZH
DQG (8 7D[RQRP\ DOLJQPHQW 7KH FXUU

LPLw &OLPDWH FKDQJH PLWHHWPRPLODEOH WHFKQRORJLHV
7DIRQRPV UHJXODWLRQ GRHV QRW LQFOXGH &RAQRS QR ¥ o'W\ L ro RI HOHFWTKE KRESWUKPELOIW RKWLHV RXW I1XQGV RU KDV H[SRVXUH WR VDIH RSHUDW

HFRQRPLF DFWLYLWLHV L QY 00 WKDW SURGXFH HOHFWULFLW\ RU SURFHVV KHDW LQFOXGLQ
SURGXFWLRQ VLWHV DW 7DWDE;Q\D ,%dﬁ?, Pg“g M
Q iQ LQGXVWUL RFHVVHV VXFK DV K\GURJHQ SURGXFWLRQ IURP QXFOHDU HQH!
$V SDUW Rl WKH DVVHVVPHQW ZH KDYH FR S SEPHMIDE DJUDQFH XSJUDGHYV

LQLWLDO VFUHHQLQJ RI DOO DFWLYLWLHFWVYRMNVOLQ&GLPDWKHFKD QJIH PLV)R\_/VLO .JDV“L-J_H-(.D-DV\;HG DEWLYLWLHV

7D[RQRP\ &RPSDVV DQG $QQH[HV , DQG ,RRFRAGDQ\ FDUV DFURVV WKH &RORSTURY W IRARNONL Q) FDUULHY RXW IXQGV RU KDV H[SRVXUHVIIVR FRQVWUXFW
&OLPDWH 'HOHJDWHG $FW DQG IXUWKH UFRWH WWKH &OLPDWH FKDQJH PLWhLIBWURWLRQ IDFLOLWLHY WKDW SURGXFH HOHFWULFLW\ XVLQJ IRVVLO JDVHR>

(QYLURQPHQWDO "HOHJDWHG $FW 7KH VFGHODRIHRH Q@KW LQLWLDWLYHV DFYRYVY KM\ ONLURIORDUULHY RXW 1XQGV RU KDV H[SRVXUHVI®VR FRQVWUXFW
DFWLYLWLHV FRQVLVWY RI D GHWDLOHG UHPDWWYIGY WRR WHKRWHKGILIR EOOHQHUJ\ RYRMBAWR P Wi PRVPEIVHRIE KHDW FRRO DQG SRZHU JHQHUDWLRQ IDFLOLWLHV X\
RI &RORSODVW V DFWLYLWLHV DQG WKH HXRUD E\OBIQISF MLYQ WR SIR OKLIVY 186 $ 7KH XQGHUWDNLQJ FDUULHV RXW IXQGV RU KDV H[SRVXUHVI®R FRQVWUXFW
EHHQ IXUWKHUPRUH HYDOXDWHG E\ WKH 7HFKQLFDO RI KHDW JHQHUDWLRQ IDFLOLWLHYV WKDW SURGXFH KHDW FRRO XVLQJ IRVVLO .
6FUHHQLQJ &ULWHULD RI ERWK WKH 6XEVWDQWLDO &RQWULEXWLRQ

DQG 'R QR 6LJQLILFDQW +DUP '16+
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T XUQRYHU

6XEVWDQWLDO FRQWULEXWLRQ FULWHULDR QR VLJQLILFDQW KDUP '16+ FULWHULD

BURSRUWLRQ RI

7D[RQRP\
3URSRUWLRQ DOLJQHG $ RU &DWHJIRU\
RI &OLPDWH.OLPDWH &OLPDWH HOLJLEOH $&DWHJRWUDQVLWLRQ
7XUQRYHMWXUQRYHWKDQJH FKDQJH &LUFXODU FKDQJH &LUFXODU OLQLPXP WXUQRYHU HQDEOL®D
(FRQRPLF DFWLYLWLHV &RGH '..P PLWLIJDWREGRSWDWRWEWBROOXWLRIQRP\%LRGLYHDGDEBWDWLREWBROOXWLRRQRP\%LRGLYHWDILWIXDUGV DFWLYLVDFWLYLW\

$ 7$:2120< (/,*,%/( $&7,9,7,(6

$ (QYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHV 7D[RQRP\ DOLJQHG

1RQH

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

21 ZKLFK HQDEOLQJ

21 ZKLFK WUDQVLWLRQDO

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

1RQH

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

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

% 7$;2120< 121 (/,*,%/( $&7,9,7,(6

7XUQRYHU RI 7D[RQRP\ QRQ HOLJLEOH DFWLYLWLHV

727%/

'"HILQLWLRQV DQG .BRWDWXWRBYPRYHU LV LQ DFFRUGDQFH ZLWK WKH WXU ERDYIHU TUKHS RIXW B8 YHQUW B HLYQ@KXIDLQ BHE IRUW [RQRP\ HOLJLEOH WXUQRYHU QXPHUD

GHQRPLQDWRU

1RQ HOLJLEOH WXUQRYHU LV GHILQHG DV WRWDO WXUQRYHU PLQXV 7D[RQRP\ HOLJLEOH DQG 7D[RQRP\ DOLJQHG WXUQRYHU 2XU LGHQWI

$QQXDO 5HSRUW
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&DSHI

6XEVWDQWLDO FRQWULEXWLRQ FULWHULD'R QR VLJQLILFDQW KDUP '16+ FULWHULD

BURSRUWLRQ RI

7D[RQRP\
DOLJQHG $ RU &DWHJIRU\
3URSRUWILMIPDWHLOLPDWH &OLPDWH HOLJLEOH $DWHJRWUDQVLWLRQ
&DSH[ RI &DSH[FKDQJH FKDQJH &LUFXODU FKDQJH &LUFXODU OLQLPXP &DSH[ HQDEOLQ@D
(FRQRPLF DFWLYLWLHV &RGH P PLWLIJDWREBRSWDWRWEWBROOXWRQRPWLRGLY HDGDEWDWLWEU3ROOXWHRRQRP\%LRGLYHWDILKWIXDUGV DFWLYLVDFWLYLW\

$ 7$:2120< (/,*,%/( $&7,9,7,(6

$ (QYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHV 7D[RQRP\ DOLJQHG

1RQH
&DSH[ Rl HQYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHV 7D[RQRP\ DOLJQHG

21 ZKLFK HQDEOLQJ

21 ZKLFK WUDQVLWLRQDO

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

,QVWDOODWLRQ DQG RSHUDWLRQ RI HOHFWUERKHDW SXPSV (/ 1 1( 10 1/ 1/
7UDQVSRUW E\ PRWRUELNHY SDVVHQJHU FDWRA&DQG OLJKW FRPPHUFLD@ YHKLFGHV 1( 10 1/ 1/
,QVWDOODWLRQ PDLQWHQDQFH DQG UHSDLU&SRIOUHQHZDEOH HQHUJ\ WHFKQRORULHV 1( 10 1/ 1/

&DSH[ Rl 7D[RQRP\ HOLJLEOH EXW QRW HQYLURQPHQWDOO\ VXVWDLQDEOH
DFWLYLWLHV QRW 7D[RQRP\ DOLJQHG DFWLYLWLHV $

$ &DSH[ Rl 7D[RQRP\ HOLJLEOH DFWLYLWLHV $ $

% 7$;2120< 121 (/,*,%/( $&7,9,7,(6

&DSH[ Rl 7D[RQRP\ QRQ HOLJLEOH DFWLYLWLHV

727%/

'"HILQLWLRQV BDSHRWWO &DSH[ FRQVLVWY RI DGGLWLRQV WR IL[HG DVVHWY LQFOXGLQJ ULJKW RI XVH DVVHWV DQG LIQD WRW L E (R BRVHIVY RPQ SEEEUGDQF
QRWH RO SDIGIGLWLRQV UHVXOWLQJ IURP EXVLQHVYV FRPELQDWLRQV DUH DOVR LQFOXGHG *RRGZLOO LV QRW LQFOXGHG LQ &DSH[ EHFDXVH LW LV QRW C
&DSH[ QXPHUDWRU GLYLGHG E\ WRWDO &DSH[ GHQRPLQDWRU 1RQ HOLJLEOH &DSH[ LV GHILQHG DV WRWDO &DSH[ PLQXV 7D[RQRP\ HOLJLEOH DQG 7D[RQ
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2SH]

6XEVWDQWLDO FRQWULEXWLRQ FULWHULDR QR VLJQLILFDQW KDUP '16+ FULWHULD

BURSRUWLRQ RI

7D[RQRP\
DOLJQHG $ RU &DWHJIRU\
3URSRUWIL@IPDWHLOLPDWH &OLPDWH HOLJLEOH $&DWHJRWUDQVLWLRQ
2SH[ Rl 2SH[ FKDQJH FKDQJH &LUFXODU FKDQJH &LUFXODU OLQLPXP 2SH| HQDEOLQ@D
(FRQRPLF DFWLYLWLHV &RGH '..P PLWLJDWREGRSWDWRWEWBROOXWLRRQRP\%LRGLYH D\GLEW DWRLWEWBROOXWRRQRP\%LRGLYHWDIWIXDUGYV DFWLYLVDFWLYLW\

$ 7$;2120< (/,*,%/( $&7,9,7,(6
$ (QYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHV 7D[RQRP\ DOLJQHG
1RQH

2SH[ Rl HQYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHV 7D[RQRP\ DOLJQHG $

21 ZKLFK HQDEOLQJ

21 ZKLFK WUDQVLWLRQDO

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

1RQH

2SH[ Rl 7D[RQRP\ HOLJLEOH EXW QRW HQYLURQPHQWDOO\ VXVWDLQDEOH
DFWLYLWLHV QRW 7D[RQRP\ DOLJQHG DFWLYLWLHV $

$ 2SH[ RlI 7D[RQRP\ HOLJLEOH DFWLYLWLHV $ $

% 7$;2120< 121 (/,*,%/( $&7,9,7,(6

2SH[ Rl 7D[RQRP\ QRQ HOLJLEOH DFWLYLWLHV

727%/

'"HILQLWLRQV DQGRWDO2B%H[ FRQVLVWY RI GLUHFW QRQ FDSLWDOLVHG FRVWY WKDW UHODWH WR UHVHDUFK DQG GHYHORSPHQW EXLOGLQJ UHQRYDWLRQ
VHUYLFLQJ RI SURSHUW\ SODQW DQG HTXLSPHQW 7KH 2SH[ .3, LV GHILQHG DV 7D[RQRP\ HOLJLEOH 2SH[ QXPHUDWRU GLYLGHG E\ WRWDO 2SH[ GHQRPLQ
2XU LGHQWLILHG HFRQRPLF DFWLYLWLHY GR QRW UHTXLUH GLVDJJUHJDWLRQ RI .3,V
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6 2ZQ ZRUNIRUFH

>

6 6%0 DQG RXU ORVW WLPH LQMXU\ /7, IUHTXHQF\ LQGLFDWHYV DQ N 9DCR)%I-EFKDLQLPH KRULJRQ IRU

PSDFWV ULVNV DQG DPFWXDO QHIDWLYH LPSDFW 3D\ DQDO\VLV UHVXOWV KLJKOLJKW n ORFDWLRQ LPSDFWV
' NH\ DUHDV IRU DWWHQWLRQ KHOSLQJ WR JXLGH DFWLRQV I 2 3 a
RSSRUWXQLWLHYV WRZDUGV PLQLPLVLQJ SD\ GLVSDULWLHV 3URJUHVV LV YLVLEOH ; s 3 :;) i -
7R GHOLYHU YDOXH WR RXU XVHUV ZH@GHBRGHEHWRQYHOUHVHQWDWLRQ DFURVV YDULRXV OHYHOV = 85) N 9 o
ZRUNIRUFH ZKRVH WDOHQW H[SHUWLVMFO®GLEONHD@HBRYKDEHIROHY 'LYHUVLW\ ILJXUHV LQGLFDWH o o~ S © o I
LOQWHJUDO WR H[HFXWLQJ RXU PLVVLRIUHDWHA®RUYHSURYHPKIQW LQ JHQGHU UHSUIDAMQ WD W LAQ H/Q G
VFRSH RI GLVFORVXUH XQGHU (656 D®IGYHWRXWHDPV yQDGHTXDWH ZRUNLQJ HQYLURQPHQW,D FRQGLWLRQV ZKLFK
POWHULDOLW\ DVVHVVPHOW DOO LQWHNQROCKRSORIMUY O bUHFNRR0vHG Lo URBDODL®LOO KHDOWK DQG ZRU g W PRI aRORSODVW v

HPSORIHG LQ RXU JOREDO ZRUN'RUFHRFSDW%BWLP QE(/HH\W XU PDQXIDFWXULQJ VLWHYV DQG RXU
LPSDFWHG 7KHVH LPSDFWV DUH FORVHOS PRBLFRYHCRPRFLYH uHixoDUO\ DU BW QUHDWHIL QEVIN R1

DGGUHVVHG DQG IHHGEDFN LV JDWKHQJI—PDGO%?( % éj(?/‘y\l)h%{ UHODWHG QHJIJDWLY I REPWWYH ZUN OLIH PHDVXUHV%WDCQWFQ]J WRDQ LPSRFW Q o
G

EDVLV %\ LGHQWLINLQJ WKH LPSDFWV, gH FRR\G FI'.%'}SLV EDVHG RQ UHJXODU&RIORSE OBV WVV HPSWR\HHV LPSDF
SURDFWLYH PHDVXUHV WR PLWLIDWH WKHP  TKHUIH LV

EHWZHHQ RXU WUDQVLWLRQ SODQ IRU EQLRDWH B
PLWLIJDWLRQ GHVAUQLEMKHQALGHQWLILH

DQIﬁ\IODLQQd\IWKURXJK RXU_RQJRLQJ HIIRUWYVY WR
B8 WL H B B WAL
VH DQG PLWLJDWH ZRUN-U G LQMXULHV $0O0O
VLWHV DQG

PDWHULDO OHJDWLYH LPSDFWY RO RXU S XEVLGLDULHV VKDOO FRPSODRZN WK RRBVMBARHRAVHQVXUH WKHSEWQ RbE o GYHUVLWGRI WKH
Q Q RXULHBMWK 6DIHW\ (+6 LQFLGHQW UHEZRUWNEODFH LPSDFW
7KHUHIRUH ZH KDYH QRW LPSOHPHQW W qi P

q OORZLQJ WKH +HDOWK DQG 6DIHW\
XSVNLOOLQJ RU RWKHU W\SHV RI HQJ%% PH(P_'\HM V\é(

ZRUNIRUFH RU ZRUNHUV UHSUHVHQW%W E%VVLF% EUUVQ‘@‘J{DV@%G SURFHGXUHV *HOGIUFLARQWL WL HTXDO SD\

< Ox

b SDEWY WKDW FRXOG DULVH IURP UL ¥ Q O\ IRU LGHQWLIVIDEN 0R) @ RDQOUHYIWR HQVXUH HTX H U
HPLVVLRQV DQG WUDQVLWLRQLQJ WRHLfLVF'\}\PEg FE&QEOEVv?RORSODVW WR DW?%&%M@%FWF{/HQE?)?QSSODS\P/ DJ:P oZRR\mvRI nrreo e

Qv DQ Q QLQ CHESRAY FLSURIBTBWH 00
QHXWUDO RSHUDWLRQV /DFN RI PHDVXUHV WR HQVXUH HTXP 5H U
7KH PDWHULDO QHJDWLYH LPSDFWV FOO EH UHODWHG Wk ERMK X PDQDIH P I L L P SD\PE\P .JE R SHTxeo e

Q RuE PR Y G IR W R zrRUN OLIH Zliy |z S AROIREOIDY ORI AN

LQGLYLGXDO LQFLGHQWYV DQG ZLGHVSUHDG FOELGHOWY QWK
FRQWH[W ZKHUH &RORSODVW RsHUDWH YV PRUN \oF § GEHDTOXDDQFaDLvIRU ZRUN RI HTXDO YDOXH DQG
FXUUHQWO\ FRQVLGHUHG D SRWHQWLS(%YLHPUSVDLFVW Jzﬂ-'YﬁDY%HRGHYHORSHG D FF%/VPRSW@/'}%\AL%EFRX WDELOLW\ $GGLWIRRDOW\ &HOKNXYUH RSHUDWHY DW ERWK
VLIJQLILFDQW HYLGHQFH RI Z"GHVSUH\B/g‘ﬁ(fTPfTDS’V;LVfE:MU'@HSW?/Vt?H:GR:,(V% \;V;L;EwgighFlg\ﬁagF\Pflifu—SL%Kw WLPH DQG UIDFRRYFHVORWAMKN Rl FRXQWULHY WDNLC
‘RUN UHODWHG VDIHW\ LQFLGHQWY RFFXU LQ RRGLRONRUEH @ kl‘l?ﬁr\fvvbl?\\/vﬁ'w'['HFXWLRQ RI WKHVH URD®WMYS\RQVLELOLW)\ IRU RXU SHRSOH DJHQG
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7KLV WHDP FRPSULVHVY GHGLFDWHG H [KSHOWWKERPR W IEWWSRHLWLHY DQG SULRHLWRNHEGURBDEOAWKH WHBWIUHY WR SURWULGKLEQ &RPSMEDKFH 21ILFHU LV UHVSF
GLUHFWLRQ DQG SURYLGH VXSSRUW IBUYHPBVOIHPHQOEQX\RORLD IDLUQHVYV DOQEPHGXHW CRAURQY RXRIDQ ULJKWV L P SOWKNV WKRWORD\HD BKWH([HFXWLYH 9LFH 3L

LQLWLDWLYHV %\ DOLJQLQJ RXU UHV RSHIUHDWDR G VHPSHU WX TSSO ZAKDLQ IURP RXU RSHUDWLRQV 7KLV LQFOXGHMRSOH &XOWXUH LV RSHUDWLRQDOO\ U
HQVXUH WKDW RXU PDWHULDO LPSDFWY DUH HIIHFWLYHO\ HPSOR\HH HQJDJHPHQW SURFHVV HQJDJ}
(H GDQW WRIRVWHU DQ LQFOXVLYH ZRUKBCOD PR @ KHDIO WK\ :RUN (QYLURQPHQOW _H DA
PDQDJHG DQG VWDNHKROGHUV DUH LGIRUPNG 7R PDQDJH RSOH VXUYH\ ORFDO ZRUN FRXQFLOV
LYHUVLWY LV YDOXHG 7KHUHIRUH ZH KIRPHPIDWWHE WROHUDQFBQG KHDOWEK\ ZRUN
PDWHULDO LPSDFWV UHODWHG WR KHDOWK DOG VDIHW\ UHSUHYHOWDWLIYHY RZQHUVKLS ORFDOO
SRQLFY JRY KDUDVVPHQW GLVFULPLQDWHR®L ERQPNIQW IRUGRXU HPSOR\HHV DG DGGIWIRADOO)
UHVRXUFHV DUH DOORFDWHG DFURVV &RORSODVW WR *URZ FRQFHSW &RORSODVW V 6HQLRL
RWKHU IRUPV Rl ZRUNSODFH YLROHQFH SQUXRPKRVH.EHIDWO EHLQJ
PDQXIDFWXULQJ VLWHV GLVWULEXWLRQ VLWHY JQREDO *OREDO 4$ 5% 6XVWDLQDELOLW\ LV UHV
OLFLWOV SURKLELW FKLOG ODERXU IRWKWG VO EPRIDWYE :H VXSSRUW RXU HPSOR\HHY. ULJKW
RSHUDWLRQV DQG 5 ' DQG VBIHWA HOJBIHBHQW DQG FRPSOLDQ
KXPDQ WUDIILFNLQJ LQ RXU RSHUDWLRQW R)RUWKRIMAR WH HG\ ZLWKRXW IHDYRT KDUDVYPHQW RU
DSSOLFDEOH OHJLVODWLRQ DQG &RORSO
DUH FRPPLWWHG WR SURPRWLQJ KHDOWRL DRUHPWOOMW ER®LFHV
IRQORZLQY GHYFULEHV LQ PRUH GHWDLO
6 DQG FUHDWLQJ VDIH DQG KHDOWK\ ZRUNIQH YFHRQYGRQL RQYRWRB® /DERXU H VWULEWOL SURKLUELW
RI IRUFHG ODERXU DQG UHIUDLQ TURP

2XU DSSURDFK WR KXPUB®WQYKUANY/PRG GLVHDVHV  DQ\ IR

&RORSODVW UHVSHFWV LOWHUQDWLR®¥Y &RBRFWFPHIQM &VR XBIKIHVH SULQFLSOHYV

F WKDW FRXOG OHDG WR +iQY®\W K @VQIBUV MIBBMRXWHSRUWLQ J
0LW
§]
H

L

G\PHUVH ,PSDFWV $HVBRWD KXHHO\OZRK B MR VDIHW\ LQFLGHQW
LIDWH DQ\ DGYHU y+#b6 KXPIUHVHQKWOMWLYHY HQJIJDJH LQ GLDOI
AV DW DUH GLUHFWO\ RU IHPGIORHHWO \WR. GNNE ORRB MXWLRQ SODQV
DWLROV

5¢ SU%F LQMXU\ V VHYHULW\ UHOHYDQW &RORSOL

DQG ODERXU ULJKWV :H EDVH RXU DSHBRRPRXVDIROEROHY DG SUDFWLFHV GHSVF

RQ WKH ,QWHUQDWLRQDO %LOO RI +XPDWHUIOWWKEWY RXSFIMRB@ WKH lROORZLg
WKH SULQFLSOHV RXWOLQHG LQ WKLVFRX\WEDNRIRED P BREFWRYQMWKPDQ ULJKWVR
HQVXULQJ WKDW RXU RSHUDWLRQV UHMWSREP WKRQYLDRWWREDWH RXU SROLFLHV KHDOWK DQG VDIHW\ OHJLVODWLRQ (+6 L

LQGLYLGXDOV :H IROORZ WKH 81 *XLAFFRYGLERFOIOHY RQ 6 PDODJHPHQW RFFXUV DW WKH VLWH OHYF

HXVLQHVY DQG +XPDQ SLIKWV ZKLFK . JURIERNUDIH HPSORHHY WR YRLFH DD VEHY WKHH V| R HOJD PPRPIHRHQY DQG (+6 UHSUHVHQWDWLYH
IUDPHZRUN IRU EXVLQHVVHV WR UHVSHFW, KXPEQUAINWN xR F DU RI UHWDOLDWLRQ HOQ L Q R JDJAPHQW LV GHWHUPLQHG RQ D FD

X | HO

DGGUHVV DQ\ DGYHUVH LPSDFWV  :H DOV NI §VRIWG WES GRYVHG surPswoitbBRIEMH AR WHBX U7&RUNIRUFH ERWK\ELUREWBGR PG L oiRUPDWLRQ TURP WKH\
SULQFLSOHV HVWDEOLVKHG E\ WKH ,QMHEQRNLRQRE X EBBERWBHow zH kpyH HRAFYESWAAHE AT DE PXOWLSOH SUREEYREYWR bR WR* %6 uHsrUWLQY WR
2UJDQLVDWLRQ V. ,/2 "HFODUDWLRQ RQ p¥HJFHRHRY P sor\HHY WrR ubLvH PREEMBRUVURD DWREHWRXY HPSORVHHV, (SHIUNSHFW URYWAHR® -1 DvvHVY SRWHOV
SULQFLSOHV DQG SLJKWV DW :RUN 2Kk LK g PR\ EHoperx U uLakwy PREBYELQ AR kR, GHPORIXH WR HQYXWI WIGEH O ERPHY bPrRQJI HPSOR\HHY UH
LPSRUWDQFH RINTDLU DQG HTXLWDEOH, WHHPYHFHYY RIVF FrrrxoLrowLrRQ AWKRHYYDBHAHHEWEHYHORSPHQWDO DRELQRP XM KX uFHY IRU +HDOWK DQG 61

ZRUNSODFH /DVWO\ RXU FRPPLWPHQW DOLJQV ZLWK WKH HQYLURQPHQW :H XVH HQJDJHPHQW F
SULQFLSOHV RI WKH 81 *OREDO &RPSDEKWWXKIUARYHR BRWHWR QXDO *OREDO (@M HFKIOMW RR®OLQH VXUYH\V HYHQ;@P\f\gggﬁi%g‘(B(Pg\ﬁuos\ﬁﬁ)gé)\éfILDV\LSVLXQUié\;V\é
UHVSRQVLEOH FRUSRUDWH FLWL]JHQVKIFERBOE ®EUKHUHRFMVYWRY D JXLGHOLQHyRKG EYWHOHYQEVUHVSRQG WR LPSDFWY BQRYLEESARIHEYY ?DXQUG VDOHYV VXEVL
KXPDQ ULJKWYV IHHGEDFN RQ VSHFLILF SRLQWYV WKDWKIKIH@Fv K VD HSKREOIG WAKEYRFHGXUHY GHILQH VWUXFWXUHG

FRPPLWPHQW /DVWO\ ZH HQJDJH ZLWKQNHYYMWPNHICRKREHVVYHY IRU LQIRUPLQJ FRQVXOWLQJ DQG

7KLV DSSURDFEK WR KXPDQ ULJKWV HOQYRUFROWEBRREYOL LpsurRYH RXU PDQROIHRODAIWQY\YWHRHUYGD QG (+6 UHSUHVHQWDWLYHV LQ GHFLVLRQ

SROLFLHV DUH FRPSOLDQW ZLWK LQWEH@R&&ISQIQI-PQDVIWWQEHHByLRXUV PDNLQJ

DQG FRQWULEXWH SRVLWLYHO\ WR VRFLHW\ UHGXFLQJ

U
J
P
V]
S

HGXUHV

O
(&
=
=
T
—
c
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(QJDIJHPHQW DQG 3HRSOH BXUYH\
2XU (QJDJHPHQW DQG 3HRSOH 6XUYH\

GLUHFWO\ FRQWULEXWHY WR WKH FRP/SOHQF R/PR Y WWHMHO F\RQFMAHNYWY R1I ERWK SHR

(PSOR\HH HQJD JHFQHHLQW
7KURXJK WKLV DSSURDFK ZH IRFXV R® FASFGSREMUULBSUHVHQWDWLYHY PHHWLQJ

P
(QIDIHPHQW VFRUMGH|

FROOHFW IHHGEDFN IURP HPSOR\HHV M HPSOR\HHV E\ VXSSRUWLQJ WKHLU FDDWHOHONYWH QRSWHBMAN D \HDU 7KLV VWUX
WKRVH ZKR PD\ EH YXOQHUDEOH WR P 2HYSRQVH UDWHy DQG HQJDJLQJ WKHP LQ PHDQLQJIXO SBRMHAMOXRRVXUHV WKH ZRUNIRUFH LV VX
DOWKRXJK LW WUHDWV DOO HPSOR\HHY, 'X_QEWH O KLY YN R 0 3 HQJDJHFPm%YV\I/ﬂ%\é%\g;%(%(VUZLWK WKHLU OHDGHUY R LIFEHR/X W SIDR/MD UG HIIHFWLYHO\

' Ul DOFHV DQG IXWXUH JURZWK RSSRUWXOLWLHYV
LQFRUSRUDWHV VWDQGDUG TXHVWLRQ\ DLEHGE,DVS He rRxu DERVH REERPWEY P &RQQHFW SODWIRUP

G PDL%WDLQ
XQGHUVWDQGLQJ ZRUNSODFH ZHOO El_li| %%J%%%INS\H:%FUHH Q/\P RXZHRILOOJAKRPFRQYHUVDWLRQV IRFXV RQ HPSORMREBEHWRUPRRERSODVW V LQWUDQHW V

JEL;RZFV:EDLDNFVL?/;‘;VEV;\L/Q;RF\EZ;RU}:V'jg\év SERIWEYORUH HQIDIHPHQW RQ D TX@® WHYAORBFHQW QG WDNH SOD FHLDW MUKGD OQIBR Y I 16 DD W RBOF KDQQHO |,
PDQDJHPH e O DGGLV\?LRWdR-{L DW HOJIDJIHPHOW LV D FRQWHQMNFRQEHDFWWERQUREFXU DW OHONWGWELBH W \BIO® UHOHYDQFH HQVXULQ
WRQ&RORSSDVW oo LTXHQFR N W7 BB BRYSFL v IRFXVLQJ RQ YLWDO JRDO VHWWLQJ DQGIRBPSWHRBOVRYBOMHBPSOR\HHY &RQQ
Q QWHI HQG UHYLHZV 7KURXJK WKH FRQYHUVDMIR QN O ZWHBEOS OO WIRUP IRU HPSOR\HHYV
HISHFWDWLRQV DGGUHVV SHUIRUPDQGHZNQ G GERYMO NS RIPADNO G XSGDWHY ZKLO

LQH LV D sODWIRUR [RU\FESORIRKY
o R U o RDE G GLYEX YA BYSCUDWAR @R QML QX HGHWRDIHPHQW DQG QXUWXULQJ D VHQVH R
] RE XV %vxssm\W/L J'OHDGHUV DQG HPSRAIHEY DRROIYHRSOR\HHYV 'DLO\ HQJ

RO SUHVY FRQRADQY. D9 UDO
A UH 0 ¢ Qv VXSSRUWHG E\ GHGLFDWHG FRQWHQW RZ

W

U
\}/(_12 LQGLYLGXD QHRIBSYHIO &X O\ XUH DP LV DOORFS\R/W(\Q”UVLEl—,_[éé-iéjNVPVHémsyHDWH LQIRUPDW

H w
HFLVLRQ PDNEBHVVQLE WH G RWHQWDOV DQG RiHULES WS YR E Wb LoLas
7KH IUHTXHOQMA VMLIRQIMDGHIFHQOQHG WR LQVSLUH DQG HOHYDWH ERWK OHDGHUV

RUJDQLVDWLRQDO OHYHOV IURP WHS
LQGLYLGXDO LQWHUDFWLRQV EHWZHHQ

GLH\>JV RFFXUV ZKHQ UBQE YIPEW M\PE W HG ®HET HUDJLQJ 3DUW§WJRV$: I*_llJWZV?l_ISII-VHI R U U H P H G L
HIITRUWYV H(g(VXUH WKH FRQFHSW VHUYHY

HPSOR\HHV 2XU GHGLFDWHG 3HRSOH &X
U *ORED

DV. D UREXV
H F GUHVVHG IROORZLQJ R 0 Qé

DOORFOWHS WR POODILOI WKH VXUY NSRRI rEVHYDIM BECU Y VHS 18RI ISRy owios © Lokl DRAABMAY WR UDLVH Fi
; 2R ANROER &KDQQHOV WR UDLVH FRQFHUQV

YDOXDEOH LQVLIKWYV OHDG WR FRQVWUNLFW LLYQF ORGHVHB QL @R XED\ RYHUVLIJKW E\ &RORSODVW V

FRQYHUVDWLRQV (WKLFV +RWOLQH *URXS DQG TXDUWHURKDMHERUWWVRXQFLOV DQG HPSOR\HH U IRV Y oWDWER RHHG WR SURYLGH PX(

&RORSODVW V $XGLW &RPPLWWHH ORERCRSB DN WWHL.QRID U0 2w oRFDO zRUNSERRFEVoWRH ERLVH FRQFHUQV &RORS(

WR WKH (WKLFV +RWOLQH LV UHSRUW H® SOR6HH RIG SOHUHQWDWLYHV bw WKRSWWRY AP RRFYHPQ FRQWDFW WKH

DQG*I Q RQ SNIH DSSOLFDEOH ,Q '"HQPDUN HPSOR\HHVIERSFHEY & Ry Bh(HLU SHRSOH ~&XOWXUE

SEERXQWLQJ SROILFLHV D UWIHUOWR “URZ FROYHUVOWLRQy ‘RYHGVDPDUEHMGVXGYDOJ +68 D FRPPY QAW H MK R oW I PIHPHQW 6XUYHY RU V>
e L e A s v X U H QDY UHSUHVHOWY WKHLU FROOHFWLYH LoWEHRI NG WA (WIS T  iBWERQH SCGGLWLI

HQJDJHPHQW VFRUH ZKLFK LV GHUILYHO QHRP WR *URZ LV RXU IRXQGDWLRL%DYORSvﬁV RI_gHQ GLDORJXH DQG HHG PRV RAEK: S RSCHUQHPSH UV RU PHPEHU\

VFDOH ZLWK LQGLFDWLQJ WK IS HKUWUKHR/MR B WYHRQ@FHSW GHVLIQHG WRII-J\TSVI\_/ lﬁ\éﬁg OQ PDNLQJ SUR%éVb%UVZVKh\%KLFV &RPSOLDQFH WHDP 7

PR AL i
RI HQJDJHPHQW 7KLV GDWD LV VRXJFRGWK RRPWK RUJDQLVDWLRQDO VXFFLIJH}‘/XHYDIE) X gV\SUSDS E&
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%DVHG RQ WKH VXUYH\ ILQGLQJV WHEg7\I?</
UHVSRQVLEOH IRU RUJDQLVLQJ VHVVL
GLVFXVVLQJ LPSRUWDQW WRSLFV DQG
DFWLRQ SODQV 7KH VXUYH\ LV FRQGXGFI%HHGP
HITHFWLYHQHVY DVVHVVHG WKURXJK
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(PSOR\HH HQJDJHPHQW

UQN f) bFEOH UHSRUWLQJ RSWLRQV HQVXUHV HPSOR\HF
3HDNRQ RXU FKRVHQ VXUYH\ SURYLHPSWOR\HH HQIJDJHPHQW ,W UHFRJQLVHV WK \8 DV'D SHRSOH PHDQV WR YRLFH FRQFHUQVY UHODWHG W
FHQWULF EXVLQHVV IRVWHULQJ LQGLYLGXDO DFKLHYHPHQWYV RQ RXU ZRUNIRUFH &RQQHFWHG WR WKH
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ODQDJHPHQW V7ZEHSRUMVDLQDELOBW 2B B RN IIRUFH

SURFHVVHV IRU UHPHGLDWLRQ ZLWK BDESWRB K HWNIDW R FOWQHG WORH W\ LPSDFMWW BUW DG B/WRQWHGRVWHULQJ WUXVW. QQIBVWLIHIWDRGY@QG URRW FDXVH DQD(
WKH VSHFLILFV RI HDFK FDVH WKURXJK (+6 LOFLGHQW UHSRUWLQJ DLQGS LQLYGIX/MAM DXW LRQ WWIRVH FKDQQH ONI MR WIDYHWGHRR/QEHKBNOWK DQG VDIHW\ C
DFF QLW\ DQG FRUUHFWLYH DEWLROV SHPHGLHV DXGLWY HPSOR\HH IHHGEDFN DQG LQFLG
V HWKLFV JURX rH;DQQ/W K D Q G 6DIHW-\uw cpowo DQG SHUIRUPDQFH PHWULF\
O RI +XPDQ 5LJKWV DQG WKH /2 DJDLQVW EHQFKPDUNV ZLWK WUDLQLQJ I
)XQGDPHQWDO BULQFLSOHV DQG 5LIKWYV SURJUDPY FRQGXFWHG WR HQVXUH FRPSC

J EHQHILWY DQG FERSHQVOWLRQ\/ HQJDJHPHQW

H LQMXULHV &RQWLQXRXV ULVN ‘
H HITHEWLY H GHIRAR SARMW 4 4 EREPEWWHG WR HQVX UL VR WBYH 8BW X HDBWRXY EXVLQHVV Z
H

biHFWHG s ARMMNMR IsH@ KL BAAKW IRU DOO HPSERIHHRWHR BHEEIHUL DW PDQXIDFWXULQS
DWLRQ KDUDYGBRYW LHSKIRONEOBRG VDIHW LPSHREAY JRULHYHSHQGY FRQVLGHUDEOH WL
COWR JHQGHU DG LESHHRHAOW G WKHDHKROEW) DQG 6xVRBE JTE SNV REUAFLDO FROFHUQ IRU
SDUWQHUV )XUWKHUPRUH (+6 ODQDJHPHQW 6\vw RFLRVIKYEHBEURIGHQWLQJI ZRUN UHODWH

JOREDOO\ UHFRJQLVHG SURFHGXUHV BB&DVWyos® ®FWLYHOV ZRUN WR PLWLJL
YLQJ LVVXHV UBLYHIOHG WR HITHFWLYHO\ PDQDJH D&EVPLRAY DWVRHWEHD BRPERZLQJ SDUDJUDSK

URXS RYHUVHHYQMKVID(W i PR ORWOGQHRU RXU ZRUNIRYFH WR PDQDJH PDWHULDO LPSDFWV I
ODQDJHPHQW V\VWHP UHSRUWLQJ GHVFULEHG 1RQH RI WKHVH DFWLRQV KD

VW V ([HEXWLVREPOe R W\ 7B 6XVWDLQDELOLW} BRALFbQwW &DSH[ RU 2SH[ H[SHQVHV

N 7 YL SR QR REH BV WYUW K& RORSODVW *URXS V FRPPLWPHQW
%HUVXECVVSSLS\ZP&\{F}_@%S&\VQJ SUHFDXWLiRQDU\ SULQFLEOGHRP @ PRI pi i)
FK $V SDUW RI WRHMNGQIUWR AL W RWH DYRLG RU UHBRFHVG FXOWIXMH 1P BEWRO WR RXU PLVVI

WKH (+6 JULHYDQFR P RXKDBRYBIBYEH )XUWKHU LQIRUPDWIDHKVKE RRWF RBREBRBY SHRSOH ZLWK L Q!
£Q3 LV FRQWLQXDJEPBY W PR X EWREQDPELOL W) 3ROLIITRCY 0 HIWHIRGN QA WR HPSORVHH VD IHW!

HLU UHSUHVHOWDWBY# b ¢ WARORVHG XQ3HU ( RQ sDJRY XV WR GHOLYHU RQ RXU PLVVLRQ H
WKH SURFHVV OHDGHUV DQG HPSOR\HHV E\ SURPRWLQJ

R PDWHULDO 6 EHKDYLRXUV

KBXW UHWDOLD E%&
LQF%YV DQG 3HRSOHV\§6 U HIVIR/%VV SRXCVHH LW ARX RZQ LW
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&RQFHUQV FDQ EH UHSRUWHG GLUHFWO
ZLWK WKH RSWLRQ IRU HPSOR\HHV WR U
YLD RXU UHSRUWLQJ WRROV &RORSOD
VI\VWHP WKH (WKLFV +RWOLQH LV DF
ZHEVLWH $QQXDOO\ &RORSODVW V *
&RPSOLDQFH KRVWY HYHQWY GXULQJ
'HHNV LQFOXGLQJ D JOREDO ZHELQD

VSHDN XS WR SURPRWH DZDUHQHYV
+RWOLQH DQG WKH 6SHDN 8S DQG $Q
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FRUUXSWLRQ FRQIOLFW RI LQWHUHVW
KHDOWKFDUH SURIHVVLRQDOV LQVLGH
EXVLQHVV HWKLFV LVVXHV PXVW EH U

fRWOLQH ZKHUH WKH\ DUH LQYHVWLIDY
SURIHVVLRQDOV ZLWK RYHUVLJKW IUR
*URXS &RQFHUQV DERXW EUHDFKHV R
SURFHGXUHV HPSOR\HH PRUDOH DQG EH
VXFK DV GLVFULPLQDWLRQ DQG KDUDYV
UHSRUWHG YLD WKH (WKLFV +RWOLQH
GHSDUWPHQW PDQDJHPHQW DQG 3HRSEOE
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&RORSODVW HQVXUHV HIIHFWLYH FKDQW®@IBNW
DQG WKLUG SDUWLHV WR UHSRUW FRQSISHLL\J/(I?-I
LPSDFWV RQ RXU ZRUNIRUFH 7KH JOR %O (

WKH SULPDU\ FKD HO HQDEOL JJR%%HIB H% G @ .
EUHDFKHV RI &RO(FS(S?ODVWQ%(67 RQU RW'Rﬂ%OLFV\';' VS? %%WLRQV RIYRLFLQY }X\LLFIIEHQ:IL?@F&M\P$ ERORSOD YW V%&M%W\}-%wDFWLFH

' FOWB EWLYHO\
PWKRXW 1THDG S VWURQJ VFRUH LQ WIORYHY QGHPW R K FRSDFWY RQ RXU ZROVIR UFH
JXDUDQWHH RI QR UHWDOLDWLR
Q Q Q FDWHJIRU\ LOGLFDWHYV KLJK FROILGHOQFRUAPWE PRWEIDWH WKHVH WKURXJIK SRYDPURTDEE DFWLRQY 7R
BURFHVVHV IRU UHPHG\ HPSOR\HHV 7KH *OREDO 6SHDN 85 DQSCFRWLBHUTHDWIURPFWLRQV LQ UHVERRNYY ¥R WY BYNepO G 1URP
5HPHGLDWLQJ QHIJDWLYH LPSDFWV RQ3RRUKN\CHQON XEDODQBRWHFWLRQ RI LQGLREBKY Y vAQW PN RRLEVHIFWXUHG DIRPRPEE WS MW MR PIODZYUHQHVY DQG DG

EHJLQV ZLWK GLDORJXH EHWZHHQ HP IRNE B VDR Y IHDUQVW WKRVH zkR WHIYRURWY KBVSBHR WY sBRAXEGQRWLQI LRRkBYRBWUDD XY EHROYHY WR HQKDQFH
GLUHFW OHDGHU DQG LI QHHGHG D 3HRSOH &XOWXUH DQG VDIHW\ PDQDJHPHQW VIVWHP IRU WLPHO\
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ODQDJHPHQW V7ZEHSRUMVDLQDELOBW 2B B RN IIRUFH

DQG UHGXFH LQFLGHQWY ,W LV D UHFXUULQJ DQQXDO LQLWLDWLYH 6
HVVHQWLDO WR &RORSODVW V KHDOWK PRIG YQHW\\QIDIHPHQW
HITRUWYV

+HDOWK DQG VDIHW\ PHWULFV

7R PDQDJH RXU PDWHULDO QHJDWLYHHHFBEOWH P RE RRIHW\

'"HIHQVLYH GULYLQJ WUDLQLQJ
2XU VDOHV IRUFH SOD\V D FUXFLDO URGIODRDWHXV@AMXQYLEY RXH) KDYH VHW D
EXVLQHVV PRGHO UHSUHVHQWLQJ &RDQSOARUN SIHRODWEMG/ LQMXULHV
JOREDOO\ EXLOGLQJ UHODWLRQVKLSY_ ZLW{,

SURIHVVLRQDOV DQG HVWDEOLVKLQJ RXU OH
PHGLFDO GHYLFH LQGXVWU\ *LYHQ WKDW VD
VSHQG VLJQLILFDQW WLPH RQ WKH URDG WK

ULVNV Rl YHKLFOH DFFLGHQWYV ' Q

WHBwHI sHULRC
HIXHQF\ DPELWLE
DFKLHYHG WKH /
WDUJHW ZASPKFRPSDUHG WR WKH WDU
7R PLWLJDWH WKLV ZH ODXQFKHG D HRP SWHITOHOQMA\Y K SSP 7KH UHVXOW Z
GHIHQVLYH GULYLQJ WUDLQL@LPBGW LFCDLIQYH GQULYHQ E\ LPSURYHG E\ HPSO
DW HQKDQFLQJ VDIHW\ LQ ORFDO RIILRRYHOQL® IMDIOMIY VDIHW\ KD]JDUGV $V S
VXEVLGLDULHV 7KLV RQJRLQJ DFWLRQPISWD FRFXMHEDRWHI\ ZH KDYH VHW D Q
HPSOR\HHV ZKR UHJXODUO\ GULYH DVISBUWHRIFWRHLU $RE E\ LW FRYHU\
UHVSRQVLELOLWLHYV *URXS DQG DOO VXEVLGLDULHV DQG ¢
UHSRUWHG LQ RXU $QQXDO 5HSRUW
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ODFKLQH VDIHW\ PHHWLQJV
$V D PDQXIDFWXULQJ FRPSDQ\ ZH IDFH ULVNV RI LQMXULHYV
%DVHOBBHUIRUPDQFH

IURP PDFKLQH RSHUDWLRQV PDNLQJ PML%ISQ/'I_JIJVLEI}IWV%\JJHWDOXH

+HDOWK DQG VDIHW\ PHWULFV

ZRUNIRUFH DQG FRQWLQXH RXU HIIRUWY Wb 1iu/sved 7D1HEN

$FFRXQWLQJ SROLFLHV
$00 HPSOR\HHV LQFOXGLQJ QRQ HPSOR\HHV RI HIWHUQDOV VXFK DV DJHQF\
VDIHW\ PDQDJHPHQW V\VWHP &RORSODVW KDV HLIJKW SURGXFWLRQ VLWHV
KHDGTXDUWHU LQ '"HQPDUN WKDW LV FHUWLILHG DFFRUGLQJ WR ,62

7TRWDO UHFRUGDEOH LQMXULHV FRQVLVW RI ZRUN UHODWHG LQMXULHV ZKLF
DOVR ZKHUH WKH SHUVRQ LV DEOH WR ZRUN DW WKH QH[W VFKHGXOHG VKLIV
LQMXULHV ZLWK ORVW WLPH DUH DFFRXQWHG IRU 7RWDO UHFRUGDEOH LQM.
LQMXULHV SHU PLOOLRQ KRXUV ZRUNHG 1XPEHU RI IDWDOLWLHV FRQVLVW
WKHLU OLIH

/7, FRQVLVW RI WKH QXPEHU RI ORVW WLPH LQMXULHY DQG WKH UDWH FDOF)>
ZRUNLQJ KRXUV $ ZRUN UHODWHG ORVW WLPH LQMXU\ LV GHILQHG DV DQ LQ
ZRUN DW WKH QH[W VFKHGXOHG VKLIW ZRUNGD\ DQG ZKHUH WKH LQMXU\ KD
DEVHQFH

8QLW

FUXFLDO WR PLWLJDWLQJ KHDOWK D X! RXO—
EOXH FROODU ZRUNHUV FUXFLDO 3ULRUHWANQRV PDFKLQH VDIHW\
SURWHFWY HPSOR\HHVY DQG IRVWHUV D FDULQJ FXOWXUH

7KH XQLW LQ ZKLFK_WKH WDUJHW LV PHDVXUHG L
HVVHQWLDO IRU PLQLPLVLQJ ZRUNSODE}HEb‘%rM\NULLI‘b‘véP ZKHKEIRWHYY LV PHDVXUH

"RUNIRUFH FRYHUHG E\ KHDOWK DQG VDIHW\ PDQDJHPHQW V\VWHP
7RWDO UHFRUGDEOH LQFLGHQWYV 75,

5DWH Rl UHFRUGDEOH ZRUN UHODWHG LQMXULHV
PIVD'S Ll B U BV X OW R1 ZRUN UHODWHG LQMXULHMNKPEHU

(+6 PDQDJHUV KROG PRQWKO\ VDIHW\ P\ \FAWFFRQ ARG UHYLHZHG HDFK TXDUWHU EV WHAVY PP A /HBMXYILEY /7,

1XPEHU

SSP
OLRQ SS

1XPEHU

PHHWLQJV UHYLHZLQJ LQWHUQDO DSSURYDO SURFHGXUHV DQG

PROQLWRULQJ LQGXVWU\ UHJXODWLR QWP &RV VS HDIFWERHPIHG LQ WUDFNLQJ WKH SHUIRUPDQFH
7KLV RQJRLQJ HIIRUW LQYROYHV PDQRIHPW I GRESBYDWH WDUJHWV WKURXJK DQQXDO VWUDWHJ\
FHUWLILHG VLWHV FRQWULEXWLQSSHRRKY tREPRABRFN GLVFXVVLRQV RQ KRZ WKHLU WHDPV

WR HOLPLQDWLQJ KHDOWK DQG VvDIHWiD&D

ULEXWH WR &RORSODVW V SHUIRUPDQFH

([HEXWLYH

PDQDJHPHQW JOREDO DQG ORFDO (+6 PDQDJHPHQW KDYH
EHHQ LQYROYHG LQ WKH WDUJHW VHWWLQJ SURFHVV
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ODQDJHPHQW V7ZEHSRUMVDLQDELOBW 2B B RN IIRUFH

“RUN OLIH EDOD Q F [4HFRIQLVLQI WKDW IOH[LELOLW)\ FDQ OHIMRDBHZSIORYEBHGILQRUOG 0HQWDO 6HDOWK $ZDUHQHVYV

: FRQQHFWLRQ ZLWK KROLGD\V ZKHUH PRVVLEOH :LWKLQ 7Dlg>gHWV

6 FHUWDLQ OLPLWDWLRQV &RORSODVW2LKYRNR SAR\HHY[LBHQWPOWAH OO EHLQJ LV F FLDO IRU

SROLFLHYV HPSOR\HHV ZKR ZLVK WR VSHQG UHPRW®IPRURIEOW SHUIRUPDQFH DQG UHWHRRRRM QRWDGEW LB EEVRHQ! PHDVXUDEOH ¥
&RORSODVW LV GHGLFDWHG WR SURPRFHEP® kRAFBRRHEWER @ ZWK SULYDWKHWOIRED RREUADAVIH %DODQFH 3ROLEVLARWHSGOWSBNRGMK DBY 2RUN OLIH EDOT
EDODQFH IRU DOO HPSOR\VHHV ZRUOGZLGH 2XU :RUN /LIH DZDUHQHVV FDPSDLJIQ IRU :RUOG 0HQWDBL WHEQWKR BAAVXUH D KHDOWKL DQG VI

BRFRHQ FURVYV &RORSODVW PRQLWRU!
%DODQFH 3ROLF\ DQG *OREDO :RUNDV\pLRQ 3ROLF\ DORQJVLGH 2FWREHU IRFXVLQJ RQ ZRUN OLIH EDO QTR P

RXU EURDGHU FRPPLWPHOW WR HPSOF$FFH\AM|QREQMJ bUH FDPSDLJQ ZLOO IHDWXUH DQ DUWLFOHIRHPRKBHQW Y K 81k

RIIHULQJ WLSV DQG UHVRXUFHV WR PDLQWDLQ D EDODQFHG
NHILQ PDQDJILQJ ZRUN OLIH EDODQFHIFRSIOVW SURPRWHYV HPSOR\HH ZHOQ PRIV KK BY IXFWLRQ KDV D JOREDO VFRSH DYDLODEOH IRU

7KHVH SROLFLHV DSSO\ JOREDOO\ WR BRBWLN bW LY PRYRREGRY PHQWDO DQRG SE\MPERR \KHROVEKWRY e roORSODVW *URXS
ZKLOH ORFDO SROLFLHV PD\ DGGUHVVRYWRLRMPULDRWVI'R EDREBBZRUN /LIH %DODQFH 3ROLF\ :H
ZLWKRXW WDUJHWLQJ VSHFLILF JURXS®RY Ry FYIHBW IRI ZE KO WK\ ZRUNSODFHV ZLWK LQLWLDWLYHYV

*URXS *OREDO SROLFLHV .H\ VWDNHKROGRBVQWVOESLRYI FRUN OLIH EDODQFH RRUPROIVL ek EVIREVDW QFH PHWULFV

,OYHVWRU 5HODWLRQV 3HRSOH &XOR%SFRUYOR!' /#EHB\ ZRUN

&RPSOLDQFH FROODERUDWHG LQ GUDRWLRAE KEHUSRRBDLH M QIBHHPHQW vX UNIPNO \z i HDRYKE OHD Y H
([HFXWLYH 9LFH 3UHVLGHQW IRU 3HRS|_QFHSO§R(|_@|¥\IPQ_H_|—bE§QM V\{@h{RUPLQJ W KH

SROLFLHV DQG LV UHVSRQVLEOH IRU WKHHLEN L\ﬁ|§|QI-|L|R|I-i_F}_\M/Q_\QI|L|5QVV RlI FXUUH $FFRXQWLQJ SROLFLHV
DFURVV &RORSODVW 7KH SROLFLHV Dlylflwl:‘)_ﬁlbl.\pDEOH WR $00 HPSOR\HHV LQ &RORSODVW DUH HQWLWOHG WR IDPLO\ UHODWHG OHDYH
VWDNHKROGHUV WKURXJK RXU LQWUDQHW GLVWLQFW FRXQW RI HPSOR\HHV RI HDFK JHQGHU ZKR KDYH WDNHQ IDPLO\ U

. . } . s 7R DGGUHVV WKH LGHQWLILHG QHJDW  HpFK JHQGHU $Q HPSOR\HH ZKR KDV HJ WDNHQ IDPLO\ UHODWHG OHDYH 1|
ORE*DO 'RUN_ LiH A)DOE)QFH SROLF ZRUNIRUFH V ZRUN OLIH EDODQFH ZH  \WwKH ZKROH \HDU 7KH VDPH DSSOLHV WR HPSOR\HHV ZKR KDYH WDNHQ VHYH!
2XU *OREDO :RUN /LIH %DODQFH SROLDBWH IV WMWRAHLEHG EHORZ 1RQH Rl wkH \HDU YRU WKH PDMRULW\ RI RXU FRXQWULHV WKH OHDYH GDWD LV WUD

FRPPLWPHQW WR SURPRWLQJ D KHDOWK'TRPORE®QIRMLIQLILFDQW &DSH[ RU  gRORSODVW SRSXODWLRQ )RU WKH UHPDLQLQJ LW LV DQ HVWLPDWHG DYHU!
HPSOR\HHV UHFRJQLVLQJ WKDW VXSSRUWLYH HQYLURQPHQWYV

FRXQWULHV
ERRVW SHUVRQDO ZHOO EHLQJ DQG SORBAFRPYERROgfHLQI JLWQHVV RSWL Q

IRVWHULQJ DQ LQFOXVLYH FXOWXUH Y¥OFPAIPPHOWHIREHWLVHY SKIVLFDO ZHOO EHLQJ E\ RITHULQJ
SK\WLFDO KHDOWK ZH PLWLJDWH LPSEPHYRIWH WRHYK RPWLRQV 7KHVH LQFOXGH ILWQHVV FHQWUHV DW

VWUHVV DQG GLVHQJIDJHPHQW ZKLFKRENQOBRPMYRRYoLQ "HQRPDUN DQG +XQJDU\ GLVFRXQWHG IRW
LPSDFW LQGLYLGXDOV DV zHOO DV WKH REHHEKYBWLRWKW #- ,UHODQG DQGpPHWRAHoYWHE OHDYH 8QLW ODOHHPDOH 2WKHEHSRUWHGRWDO
ZKROH FRPSHWLWLRQV DQG RQ VLWH IDFLOLWPHY A\ WMKHBRWLROACRWR WDNH IDPLO\ UHODWHG
DQG 3LODWHV FODVVHV LQ 'HQPDUN 7@&HBMH. QLWLDWLYHV KDYH
*OREDO :RUNDWLRQ 3ROLF\ EHHQ JUDGXDOO\ LPSOHPHQWHG DQG ZH DUH FRPPLWWHG WR

7KLV SROLF\ UHIOHFWV RXU FRPPLWP BQWoWR SYRPRWKRYH ILWQHVV RSWLR&,E&B ﬂﬂ:s&éﬂg WRRN IDPLO\ UHODWHG OHDYH
KHDOWK\ ZRUN OLIH EDODQFH IRU DOG HBFQRIHHYV
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ODQDJHPHQW V7ZEHSRUMVDLQDELOBW 2B B RN IIRUFH

"LYHUV LW\ *OREDO $QWL 'LVFULPLQDWLRQ $QWL7 KB BSROLFEN GWVBBRBQEVKHYV WKH IROORRZR QG ISWRF@'G RPBIQWLRQHG DUH GLVDELOL
* ' KDW ERQOHDJXHV PD\ EHQHILW IURP RU
¢ ootk pLavoreo0 swowmeewv, RTINS U YU -OTE00 (. STOLEL ARGBERRNIASARNET 7w anow SR FEBRURIY 201 BRI e
3ROLF\ L HES)YIB(UV SROLF\QX GHL?VFSUJU(BH\}-BQ%% PHECSLvey xoeHu WK MAENME B R LW RSk \ iy pun HQFRXUDJ
SROLFLHYV FRPPLWP(I?-l())W WR FUHDWLQJ DQSK\VLFDOQ\ SS% QJ &RQFHUQV  $Q\ HPSOR\HHR%HQW(%IL_HSRSJQ(LIJ-IWZ\LWK WKHLU SHRSOH OH
K FRPHV DZDUH RI RU VXVSHFWY DYLRODWL RQ ‘R
(DFK &RORSODVW HPSOR\HH FRQWULEXWMEY SR TPHD ¥ BE YBYHPREG LoFoXVLYH BRUNSQRREH, \Q WKH SRV ERBPYERR Rwr FRowLoxDOOL UHP
SHUVSHFWLYHY DQG ZH VWULYH WR | 1 Y CV L Y WS RxUDIHG WR URSRUW CW LPPHG DWHO!
B¥WHM LRYOIMbRPWRIH UDQFH IRU ZRUNSODEH RXO0MQ3 5 L0 o T oo RPN ZRUNHDVEHU JRFDO RIILFHV DUH U
HTXLWDEOH ZRUN HQYLURQPHQWV ZKHhi) Gy Yy WW e WAHBLYObWLRQ DG RU U ROHRF AR HUWKHL S0 b orn wE BB QL YO PWERQ DQG DUH HPSRZHU!
7KLV FRPPLWPHQW LV UHIOHFWHG LQ WKK IROPORELQV\ERRURYT¥DO oDWXUH LV, wWoLQ DQG FOHDU PHDQLQJIXO DFWLRQV IRU LQFOXVLRQ
7KHVH SROLFLHV DSSO\ JOREDOO\ WR R Y HRYELY B /RWNIRYEV buH oLvwHG \<<WH o) W

0
X R \ R .
(REPO RILTRY PDLSHTHORS SROLELHWOSOR AP e S IRy wr peKkHUH W@m%tﬁé‘g ggﬁ%g?ngzHFwHDvovbgév;ﬁg;gigvl;'f/)wws\boml_;\;\smelo +XPDQ 5LJK
R
L

OPEY HQVXULQT QR FROIOLFW L WK "HRSR0WVERY WRALSHYLDO UHVSRQVLE'D%IKVKILL%VG SIS POV ZKR UHSR UMD 0 VIS RRAWHED WHULDO LPSDFWV RQ RXU
‘H\ LQWHUQDO VWDNHKROGHUV ZHUH PREGHIOWHE Y BRYERYKIVLFDOOL DQG, P 95&%F£8%\3‘6W&LSDWH LQ VRS ERWWIRY IRRQVPLYVERG WR DVVLVW St

WKH SROLFLHV 7KH\ DOLJQ ZLWK LQWH@QHRFFBBYYwDQGeDUGY IDLWK DUH SURWHFWHG IURP DQ\ IRUPDRWKHFWO R LPWHIGRRQ ZKLOH DGKHULQJ WF
IURP WKH 81 DQG ,/2 7KH ([HFXWLYH GLAH.FEHEGGEEOWL 'LVFULPLOQDWLRQ $QWRQHDG B QWLH®WW) 0HDVXUHV &R O R/S\IDIMVAD %G 6/7 JRRWO DQMV:H FRPPLW WR SU
(93 ITRU 3HRSOH &XOWXUH RZQV WKHSR@LFRYPE{VL¥OHDU GHILQLWLRQV BHMWH\LAHGPSUBABGWHEY WR G FR Q | LIBAHQ\E DIV IRW'D DHDYMXYBVHY FKLOG ODERX

DFFRXQWDEOH IRU WKHLU LPSOHPHQWIRWKRQ PHYRKVGXFW DOLIQLQJI ZLWK LY R HQYXWHROQHDSRUWY DUH KDQGOH ® FFLMFWIHFH WA WXQ® RXU YDOXH FKDLQ 2>
&RORSODVW 7KH\ DUH DFFHVVLEOH WRWIARENMTKRP GRAEW XEPoRX WKRVH HVW D E GIS\BRIRGS &L DWKHHO \ LGHQWLI\LQJ DQG PLWLJIJDWLQJ KXPDQ UL

LQWUDQHW DQG ZHEVLWH
QWHUQDWLRQDO IDERXU 2UIDQLVDWLAQ cf3 ik SRULTIELILr surFHoxuHBL SRPRPLOIAULEYRGFL PHFKDQLVPY D
*OREDO 'LYHUVLW\ (TXLW\ DQG ,QFOXNRRQHPRIQWY VSHFLILF SURFHGXUHV Y PLWLIDWH GLVFULPLOOWER %H(FL%VMLS(%%X%U(FUE@QUWV LQ RXU $Q

Y HOW BB 6
10 SXIXVW &RORSODVW V %RDUG DSSURWHIWALRDWLRQ DQG DGYDQFH GLYHUVLWI DG BEOIEL, W 2 wiio RYICROLBEIGHGTL FXU BHELFOWLRQ WR &
XSGDWHG *OREDO 'LYHUVLW\ (TxLw\ NSHFIJEE¥ WKBW: ¥LRODWLRQV VXFK DV QRQ FRPSOLDQFH ZLWK RX DW QG IRVWHUV D SRVLW

3ROLF\ ZKLFK LQWURGXFHV HTXLW\ WRVHBYWBEER WY RYFHALOLQJI WR UHSROREDQFRYDELWHYW $FFHVVLELOLW\ BRONBODFH FXOWXUH
D OHDG WR GLVFLSOLQOULQDFW LR&RORYEDKW LIQIV DGRSWHG. D *OREDQ
RQ VWLXEWXURV DQG SUDEWLERY DI R P HQW 1RO ORI DS LORRAO SRR ELO LW sROLEY 35 1A RAQY UK SROLE! DG HQVXUHY
H[SHULHQFHV 7KH *OREDO '(, 3ROLF\ ¥&'§H§QPMHRR Y U E8 S o HPHAW S WIRG DFURYY &aRORSODVW
FRPPLWPHQW WR DQ LQFOXVLYH HQYLOR®Y HYW ¥RRWHRRYOD QG FRPSDQ\ SRIOL FLRINO L\XWMWX IDQRRMEGHUVWDQG LQWLFDWH KHDOWKFDUH QHHGV
HPSOR\HHV FROWULEXWH WR D GLYHUYVHUKRXY WHBBRWEKRDWKBRA! EH UHSRUVDHGE W R DIDIOH Q $15W RS LZM@K DV WKH SERSOH DQG OLYHV EHKLQG
H DFNQRZOHGJH WKDW YXOQHUDELOLRMWKRMROWHYW VSHFLILF WKHP "XH WR WKH QDWXUH RI RXU ZR$NFDWGLV\FE(QV
XQGHUVWDQGLQJ ZH WDNH D EURDG DQG KROLVWLF DSSURDFK
DQG XSKROG JHUR WROHUDQFH IRU GLVFULPLQDWLRQ DJDLQVW e e VD eL AR SOPY Wk BF W iy PRWHY 'LYHUV
SDUWLFXODU YXOQHUDEOH LQGLYLGXDOV DLPLQJ WR HPSRZHU Q Q
PHQWDO KHDOWK DQG HXURGLYHBIPRYLRRoRWHYY RIWOREDOOY DFFHVVL
HPSOR\HHV DQG IRVWHU DQ HQYLURQPHQW ZKHUH HYHU\RQH Q Q Q (H*Q LOJ '(, LOWR S
IHHOV YDOXHG DQG LQFOXGHG SK\VLFDO DQG PHQWDO KHDOWK FKDOOHBYRY Y & &R JRWIHPW :
DUH SDUW RI WKH KXPDQ H[SHULHQFH>RESEHRROAFoDYPFWLFHYV ZKHUH SRVVLE
KDV LGHOWLILHG EXVLQHVV SUDFWLFHV V
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ODQDJHPHQW V7ZEHSRUMVDLQDELOBW 2B B RN IIRUFH

LPSDFW RXU ZRUNIRUFH ZH VWULYH WFRDPHWMW D¥KH WK QMW HIJUDWLRQ LQ 7DIGIPQWH DE B UHR/HQW KWVRQ DPRQJIJVW VR®ERWDOHIHGHIUWK MEKG 'DQLVK &RPSDQLF
WKURXJK SROLFLHV DQG DFWLRQV D JOREDO VFRSH DQG DSSOLHV WR DO®LMABUR\WHYZVWRLIHYKHBDO 7KH W DRDH@W DRLQHDP RQ L WHRQGHEU VSOLW RQ RXU

&RORSODVW *URXS DQG UHYLHZHG HDFK TXDUWHU E\ WKH &[HFXWLYH /HDGHUVKLS
2XU DQQXDO HQJDJHPHQW VXUYH\ FROOHFWYV HPSOR\HH ZHDP 7KH WDUJHW EDVHOLQAKHVH ZH KDG D

IHHGEDFN WR XQGHUVWDQG FRQFHUQVY5*@HHEO/XBEQG DVVHVV IHPDOH PDOH JHQGHU VSOLW 7KH S
WKH HITHFWLYHQHVV RI RXU LQLWLDW&RBRSDOD D\ GWHRPR WKW VHYHUDO F O XEN SHWIYIHIEDW LIRQY RIXIHPDOH VHQLRUWRIZDGHIW WKH WDUJHW LV EDVHG RQ PRQ
LGHQWLILHG QHJDWLYH LPSDFWV RQ RIS @R UNH R UFRI RIUHIDIDWH 6 WIRQVH R E HIO RQYIHQ Y HWQ B QXOWRERDD WDUJHW WR EDOQGEH HME WH\GHIQHWDWLRQ ZLWK GDWD )
GLYHUVLW\ ZH KDYH WDNHQ WKH DFWDEBGQW GWHWBQIDEH G HEMDRINY LQFOXG L QH GRISHO/MNGIW BWVRE UDFA-R QJ VHQLRU OHDGWH WY Q®ICF H 53 M MM BRI Q&K FFHVV)DFWR UV
1RQH RI WKHVH DFWLRQV KDYH UHTXLUMHXB®Q\ (BEYQLTKFHD@EWY KDYH EHHQ HVOWDYS-OL DIQGGDRERYWH  DLPLQJ IRD Q@G SWROUWVEA ZH XSGDWH RXU URDGPDS DQC
&DSH[ RU 2SH[ H[SHQVHYV WKH \HDUV DQG ZH LQWHQG WR NHHS WKH\JURXSH WHS RUESKRWAGUHVV LQWHUQODOOY DY, SHYW
D YDULHW\ Rl XQGHUUHSUHVHQWHG SRS X\OHW R QD VWIPE KEBEWHY DQG H[WHUQDOO\
*OREDO ,QFOXVLRQ &DOHQGDU Q Q Q 10 ® Q [WHY |
LOFOXVLRQ IRY DOQ HPSOR\HHV DW EBWXROWFDEW QELNOBEBRUWLQJ SHULR
&RORSODVW RUJDQLVHV JOREDO HYH V DOG E FOWLRO
HYHOV 7K DUH HVWDEOLVKHG LQ QXENWRXN DUH VWLOO FRPPLWWH
WK HQFRXUDJHPHQW IRU HDORK WDAWH BR IRHYWOIRS UHSRUWL
( HG WR ORFDO UHOHYDQFBLDBGVRRU G RRYIVRMR QPFOXGH WKH
KROLGD\V DQG FHOHEUDWLRQ GD\V RI'VLJOL FH W RVW
I—EI)%C\;NR LOWURGXFH (5*V OHJDO ODQGVFDSH 7KH WDUJHW DOLJ

HPSOR\HHV 'HVLIJQHG WR EH ERWK LQIRUPD
FRPPLWPHQW WR IRVWHULQJ D GLYHUVH
LQVSLUDWLRQDO WKH FDOHQGDU LQFRXGHW RIPWRLU QDODELONW\D'Q@G LQ 'HFHPEHU D
ZRUNSODFH ZKHUH ERWK J

H

HQFRXUDJHV ORFDO 3HRSOH &XOWXUR WHDRY WRIE *OREDO 'LVDELOLW\ DQS;%FIU%ZHD\Y&EE’LHOGLW%%%ODLJ}}{UVKLS SRVLWLISQ

HPSOR\HHV WR KRVW FRPPXQLW\ UHONWMD QW HH YHR WNVOGKHIHDWH JOREDO UI—\,\V/k? USB\L/VLKQ,BEQVWLIJEIQVW*%QGHU 'LYHRUXVULW

FDOHQGDU LV DYDLODEOH WR DOO &R CRRISI® VIW HEPISSORVHHDA LQ5HVRRBAHYV ZH{ SXEOLF FRPPLWPHQW WR EDODQF DRIQRSHH

JOREDOO\ YLD LOQWHUQDO FKDQQHOV EH LQIRUPDWLYH DQG FRQWDLQ WLSV&DR % 6J \'/:\II\IVV IRU LQFOXGLQJ RI RXU FRUSRUD
§/OH ZLWK GLVDELOLWLHY S5HVRXUFHYVY ZLOO EH EDVHG RQ H

, LRU OHDGHUY
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KH &RORSODVW *URX$ HVSHR Q¥ WEQRK) RSBOODBH. RQV DOLIQHG
G '"HFHPEHU REMHFWLYHV 2XU ZRUNIRUFH LV HQJ
HQW W

(@)
FRUSRUDWH WDUJHW SHUIRUPDQFH K
OHV 7KLV %

6 XSGDWHV KHOG DW OHDVW RQFH D \H
LQWHJUDWLRQ LQFOXGHV D XQLILHG DSSURDFK WR WDOHQW GLVFXVVLROV RQ LPSURYHPHQWYV B
PHDVXUHPHQW D IUDPHZRUN IRU WDOZ@VUJJYIT_II—\NVVDQG %RDUG RI 'LUHEWRUV (THEXWLYH /HDERYNIR
0
VXFFHVVLRQ SODQQLQJ H SURYLGHG:WHKDYRLQRW @GR VWUDWHJILF WDUJHWY UHODWHG BISGGBB%LSQ#T&%%ROHD GHPRAU
UHVRXUFHV WR *OREDO +5 HQDEOLQJIPD @RI RWY PO HHYDBZQHIDWLYH LPEREWY RORXY sy ppoDIHPHOW D
SURFHVV DQG D VWDQGDUGLVHG GHILRRWNRRURH SRWHQWHI® WR HQVXUH JHQGHU EDODQFH DQG

GHU DJH DQG QD!
H WDUJHW LV EDV

WR_WKH

VLOJ LQWHUQDO +5 G

HOLRU

DOJVLY %DVHG RQ WKH

DQG DFWLRQV 1R

YHUVH WHDPV WDLU
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ODQDJHPHQW V7ZEHSRUMVDLQDELOBW 2B B RN IIRUFH

?LYHUVLW\PHWULFV *HQGHU HTXDOLW\ G HTXDO
SD\ IRU ZRUN R OXH
*HQGHU GLVWULEXWLRQ DW WRS PDQDJHPHQW OHYHO H FRPPLWWHG WR EDODQFHG JHQGH
6 DW DOO OHYHOV LQFOXGLQJ WKH VHQLR!
SROLFLHYV 3UHVLGHQW DQG DERYH 7KH '0$ LGHQWL
DEF AL LE S o LELEY yDLU SD\ LV HVVHQWLDO WR D GLYHUV'—FP@QE;WLVQB@XR%N#RUN'RUFH FDXVHG RU

7KH JHQGHU GLVWULEXWLRQ LQ PDQDJHPHQW LQFOXGHV WKH WRWDO QXPF?J'JLbSL PV ERY Y QD RS FRBRR WHAT H O WRR W BRI 4G soREHMHU WKURXJIK RXU S
DFFRXQWLQJ IRU LQGLYLGXDOV LQ 6HQLRU OHDGHUVKLS JOREDOO\ 9LFH 3YHNLGHRMUY ofHRY B Db FH V3 Wbl 5 PUMEREENLE S M B\ R{HHN WR PLWLJID

/IHDGHUVKLS 7HDP
HTXDO SD\ IRU HTXDO ZRUN FRQVLGHUL QPN YNEROYU HOIDIHPHOW VXUY
H[SHULHQFH DQG SHUIRUPDQFH 7R POORBRWHH HABRWALHKLFK KHOS XV XQG
LPSDFWV UHODWHG WR JHQGHU HTXDQLRV&\FHQEVSBbaT@(ll_.tW(\iVZI—li_GHQWLl\ DFWLRC

ODQDJHPHQW 8QLW ODOH)HPDOH2WKHLRW 5HSRUWH@YH LPSOHPHQWHG WKH *OREDO 3D\ gRWWLQERREHIHVY RI FXUUHQW RU FRP
*HQGHU GLVWULEXWLRQ LQ QXPEHWNGIFW®XQRE PDQDJHPHQW SURJUHVVLRQ 3ROLF\ DFKLHYH RXU *OREDO '(, 3ROLF\ REMHFWL
*HQGHU GLVWULEXWLRQ LQ SHUFHQWDJH DW WRS *OREDO 3D\ 6HWWLQJ DQG 3D\ 3URJUHWHHRIEGCEHRWIF\LHG QHIDWLYH LPSDFWV RQ
7KH *OREDO 3D\ 6HWWLQJ DQG 3D\ 3UKPUHY WO QR H\DFWLRQV GHVFULEHG E
'LVWULEXWLRQ RI HPSOR\HHV E\ DJH JURXS DLPV WR HOVXUH D FROVLVWHOW DSSBRWERWRKPYHDEHRYMUHG DQ\ VLIQLILFD
&RORSODVW DV ZHOO DV HTXDO sD\ IRIPARYNWRI HTXDO YDOXH
$FFRXQWLQJ SROLFLHV H\ LQWHUQDO VWDNHKROGHUYV KDYH ERHRGRRQVXPWHS £ AR

7KH GDWD LQFOXGHV DOO UHFRUGHG LQGLYLGXDOV HPSOR\HG E\ &RORSOBVWIWWQHWY H § B O\ \D FKRIX (@ WHPGNILRYUH 14905 IR gD S REARUWRED ODOFH WKURXJIK |
GHILQLWLRQ DWWULEXWHG WR DQ DJH UDQJH EDVHG RQ WKHLU UHFRUGHIHBO WH R EQWWWH RZQV WKH SROLF\ |BREHLG HE BRQ BRI 0BY HYHQWVY FDP:
LWV LPSOHPHQWDWLRQ DFURVV &RORSGPWWD W KM \PRRUDWP¥IGH D WRRONLW
JOREDO VFRSH FRYHULQJ WKH HQWLUdHBRYNERYERV{RRBOL Q FROQQHFWLRQ ZLW
SROLFLHV PLJKW EH SUHVHQW WR FRY.HBPRYHPHVWUERWRYXHK WKHVH LQLWLD'

+HDGFRX@MWDGFRXQW
$IH JURXS 8OLW QXPEHUQ QWUHTXLUHPHQWYV GULYHQ E\ QDWLRQDQ4QR8 whR ZHRIGHS JBKMY Hy DFWLYHO\ HQID.
50GHU  \HDUV TDGFRYQW DUH QRW DLPHG WRZDUGV VSHFLILF JYR%SMRPARFARVRRWLQ WKH FRQYHUVDWLF
\HD UV CHDGFRXOW FRQIOLFW ZLWK WKH JOREDO SROLFLHMWp W oY% R6PERHE P ERRVK ZLWKLO RXU R
HPSOR\HHV WKURXJK RXU LQWUDQHW
5YHU \HDUV +HDGFRXQW Q QHW EH\RQG 7KH HIIHFWLYHQHVV RI WKHVH D

DQG DVVHVVHG HYHU\ \HDU LQ FRQQHFWL
VWUDWHI\ XSGDWH DQG WKH DQQXDO UH:¢
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J,QWHUQDWLRQDO :RPHQ V 'D\ LQLWLDWOQYKYH FRPSHWLWLYH IDLU VDODULHV :H FRQWLQXH WR

'O FHOHEUDWLRQ Rl ,:' ZH GHYHORSHSUR®® W H SOTMHOQSOMG HQVXULQJ DOO "SDFPFB\X"(% RUH PW R
D WRRONLW GHVLJQHG WR VXSSRUW RFRP SGIREDW FEAJREWKHIRDFRQWULEXWLRQV 7KH HITHFWLYHQHYV
WKLV \HDU 7KH WRRONLW KDV D JO R ERIOWMKAHR/AH D BWDRQNEWHOMWHG WR (TxDBIPNY vV MuPF\He poo
DOO HPSOR\HHV LQ WKH &RORSODVW DURNE/DRG HYWH\ORBDO. Q WKH 3D\ (TXL W' nanaiv v

PHWULFV

LPSOHPHQWDWLRQ ,W SURYLGHYV ORFPO EHbF\”VDZLL IRU OHDGHUV RQ &
UHVRXUFHV LQVSLUDWLRQ DQG D IUD?}HLZCBFQ\/NR\QIIB\ lbiL%QW:h'_SOHV DQG $QQXD

FHOHEUDWLRQV WKDW UHVRQDWH ZLW6 WKHLUZﬁQfE?)z((?r_LM\jodtDO WUDLG
HQFRXUDJH RXU WHDPV ZRUOGZLGH WIBQW&(?FBéJOW{;WLéJH’Z'bUGV 3KLORVRSK\
HYHQWYV WR UHIOHFW ORFDO FXOWXU%VJ%I&LE%%QQBQJ%LLQDJJZ_H\Nﬁ PS5 KkDVLVL

RYHUDUFKLQJ JRDO RI SURPRWLQJ JHRQLHIUHBRBRDOV boc subFwLFDO vDOI

$GGLWLRQDOO\ ZH KRVWHG D JOREDXKXHOEPWHRGHHBUKRGHUVWDQG KRZ WR
DYDLODEOH IRU DOO HPSOR\HHV IHDWRSURSBEDWHpHQHEBVR ZH SURYLGHG
'LVFXVVLRQ ZKHUH LQWHUQDO H[SHUWYV FPPRGKRYHGKHR v W KH DQQXDO VI
VKDUH WKHLU SHUVSHFWLYHV RQ JHQEHUCEDDD BRH VEYXEW WY sk HFRQVWUX
FKDOOHQJHV ZH IDFH DQG H[SORUH SR®HIMHIPR I EERWHIREYWK PLWLIDWL
7KH ,:' 3DQHO 'LVFXVVLRQ KDG D JORERP GERYW HEMNQR bbEIPKHQFH VDODU\
IRU DOO HPSOR\HHV LQ WKH &RORSODNWX*YRRsLGHIQUYLINLQJ WASLFDO ELDV
HPSOR\HH UHFHLYHG DQ LQYLWDWLRQRII WK FUDL FY bR E BUWAERDWLRQ WLSH

ZDWFK WKH OLYH VWUHDP DQG DQ DUWRESBHWPH R WuMR WXPEHIWP ' ZLOO FRQ.
WKH 3D\ (TXLW\ DQG 7UDQVSDUHQF\ SURMHFW DOLJQLQJ ZLWK

"LUHFWLYH [RHQGHU SD\ JDS

ZDV SXEOLVKHG DIWHUZDUGYV
WKH (8 3D\ 7UDQVSDUHQF\

$FFRXQWLQJ SROLFLHYV
8QDGMXVWHG JHQGHU SD\ JDS
7KH JHQGHU SD\ JDS LV FDOFXODWHG E\ FRPSDULQJ WKH DYHUDJH JURVV KR
WKH ZRUNIRUFH H[SUHVVHG DV D SHUFHQWDJH RI PDOH HPSOR\HHV DYHUDJ
ELQDU\ JHQGHU DV ZHOO DV LQWHUQV *OREDO ORELOLW\ DVVLIJQHHV HPSO
OHDYH DUH H[FOXGHG $YHUDJH JURVV KRXUO\ HDUQLQJV LQFOXGHY DQQXD

$GMXVWHG JHQGHU SD\ JDS

7KH JHQGHU SD\ JDS LV GHWHUPLQHG E\ SD\ JUDGH MRE IDPLO\ DQG FRXQW!
FRXQWU\ OHYHO DQG ZHLJKWHG EDVHG RQ WKH QXPEHU RI &RORSODVW HPSC
SD\ JUDGHV LQ FRXQWULHV ZKHUH D SD\ JDS FDQQRW EH FRPSXWHG GXH WR
UHSUHVHQWHG RQ WKH VSHFLILF SD\ JUDGH DQG MRE IDPLO\ DUH H[FOXGHG
VSHFLILF SD\ JDSV DUH DJJUHJDWHG WR D JOREDO DYHUDJH DQG GLYLGHG E
GHWHUPLQH WKH RYHUDOO DYHUDJH JHQGHU SD\ JDS

SQLW

(TXDO 3D\
KLOH ZH KDYH EHHQ IRFXVLQJ RQ HTYDO SD\ IRU PDQ\

*HQGHU SD\ JDS XQDGMXVWHG
*HQGHU SD\ JDS DGMXVWHG

\HDUV ZH PDGH VLJQLILFDQW SURJUHWVDQJWKH BUYD LQ

ODXQFKLQJ RXU JOREDO 3D\ (TXFWHLDQ RW GHILQHG
7UDQVSDUHQF\ SURMHFW WR DGGUHVY SRWHQV P{S&

SD\ GLIITHUHQFHVY 7KH SURMHFW UHOD R K
Q \IRVYJ HWXIS|

IRU WKH (8 3D\ 7TUDQVSDUHQF\ LUHFWILIYHR/\?L%H%ZI-NV\)—'XI%QXU L;R

DQDO\WLQJ SD\ JDSV HGXFDWLQJ RXU HUV R
Q © © (A WA S 1rRUP DQoxDOON
VHW VDODULHY DSSURSULDWHO\ DQG KDYLQJ FRQVWUXFWLYH

FRQYHUVDWLRQV GXULQJ DQQXDO VDODU\N UHYLHZV :H
PRQLWRU DQG EHQFKPDUN HPSOR\HH SD\ LQWHUQDOO\ DQG
DIJDLQVW PDUNHW UDWHY LQ RXU RSHUDWLQJ FRXQWULHV WR

6HYHUDO IDFWRUV LPSDFW WKH XQDGMXVWHG JHQGHU SD\ JDS H J
\ WDUJHWV IRRIXFW DB OHID \: KFXWFRW LIVGHULQJ FRXQWU\
SD\ JDS\HB5@® HERYE UOHDVARI D UHVLGXDO DGMXVWHG

VV &RORSODYYW 7z WURFARWYWHQXRXVO\ ZRUNLQJ WR PLQLPLVH WKH JDSV DV GHVFULEHG L
OLFLHV WKURXJK WKH (TXDO 3D\

RUJDQL]DW
MRE OHYHOV DQG MRE IDPLOLHV PR
JHQGHU sSD\ JDS RI $OWKR>

$QQXDO 5HSRUW
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6

SHPXQHUDWLRQ PHWULFVY FRQWLQXHG

$QQXDO WRWDO UHPXQHUDWLRQ UDWLR &RXQWULHV ZLWK VLIQLILFDQW HPSOR\PHQW

$FFRXQWLQJ SROLFLHV $FFRXQWLQJ SROLFLHV
7KH WRWDO UHPXQHUDWLRQ UDWLR LV FDOFXODWHG E\ GLYLGLQJ WKH KLJKHYA FRRXQQLQ\J GDAV/ED R HAHO X GH\WO BRX @ W W IKHVPHGN O @PSOR\HHY UHSUHVHQWLQJ
HPSOR\HH V DQQXDO VDODU\ IRU HPSOR\HHV LQ &RORSODVW *URXS $QQXDCHFBORWHHW FONEFTHVRDO 8WS B [DEWD W R QF R HF DXQBWERWYX +XQJDU\ DQG 8QLWHG
HPSOR\HU DQG HPSOR\HH SDLG SHQVLRQ FRQWULEXWLRQV 7KH PHGLDQ HPSBRUHKN H Y WHWHRUP RQ MK i DrHHDE& RXQD D VOV WDRIG ILQDOO\ 2WKHU FRXQWULHYV
HPSOR\HHVY DQQXDO EDVH DQG YDULDEOH FRPSHQVDWLRQ 7KH DQQXDO FRPSHQVDWLRQ IRU WKH PHGLDQ HPSOR\HH LV WKHQ
FDOFXODWHG LQ IXOO EDVHG RQ WKH SD\UROO LQIRUPDWLRQ ZKLFK FDQ YDU\ GHSHQGLQJ RQ WKH HPSOR\HH W\SH

&RXQWULHV ZLWK VLJQLILFDQW HPSOR\PHQW 8QLW
5SHPXQHUDWLRQ UDWLR 8QLW +XQJDU\ +HDGFRXQW
5SHPXQHUDWLRQ UDWLR 8QLWHG 6WDWHV +HDGFRXQW

'"HQPDUN +HDGFRXQW
6 2WKHU FRXQWULHYV +HDGFRXQW
&KDUDFWHULVWLFV RI WKH XQGHUWDNLQJ _7RWDO HPSORVHHYV *HDGFRXQW

(PSOR\HH KHDGFRXQW E\ JHQGHU 'XULQJ WKH \HDU ZH ZRUNHG RQ LQWHJUDW L QsW. WWKHF H\Q G QRWRK\HH & RO R 8 OBV 8W R

*URXS KDG D KHDGFRMRSWORANHHV ZRUNLQJ WRZDUGYV WKH VKDUHG SXUSRVH RI P
$FFRXOQWLQJ SROLFLHV ZLWK LQWLPDWH KHDOWKFDUH QHHGV 2XU GLY HBERMQMABLOHRA HH) & RISKIOCHV HRW R

7KH QXPEHU RI HPSOR\HHV LQFOXGHY DOO UHFRUGHG LQWHUQDO HPSOR\RRWbBRRRLSWEEH¥vwW DW \HDU HQG DQG LV DFFRXQWHG

IRU DFFRUGLQJ WR WKH KHDGFRXQW GHILQLWLRQ 7KH JHQGHU GLVWULEXWLRQ LV EDVHG RQ WKH WRWDO QXPEHU RI HPSOR\HHV DW

WKH HQG Rl UHSRUWLQJ SHULRG *HQGHU FODVVLILFDWLRQ LV EDVHG RQ WKH LQIRUPDWLRQ SURYLGHG E\ WKH HPSOR\HH

(PSOR\HH KHDGFRXQW E\ JHQGHU 8QLW

ODOH +HDGFRXQW
JHPDOH +HDGFRXQW
2WKHU +HDGFRXQW
1RW UHSRUWHG +HDGFRXQW
7TRWDO HPSOR\HHYV +HDGFRXQW

$QQXDO 5HSRUW
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(PSOR\HH KHDGFRXQW E\ FRQWUDFW W\SH DQG JHQGHU

$FFRXQWLQJ SROLFLHYV
7KH QXPEHU RI HPSOR\HHV E\ FRQWUDFW W\SH LQFOXGHVY DOO UHFRUGHG LQGLYLGXDOV HPSOR\HG E\ &RORSODVW DW \HDU HQG
DQG LV DFFRXQWHG IRU LQ +HDGFRXQW 3HUPDQHQW HPSOR\HHV DUH UHJXODUO\ VFKHGXOHG WR ZRUN HLWKHU SDUW WLPH RU
IXOO WLPH VFKHGXOHV ZLWKRXW D VSHFLILHG HQG GDWH ZKLOH WHPSRUDU\ HPSOR\HHVY DUH UHJXODUO\ VFKHGXOHG WR ZRUN
HLWKHU SDUW WLPH RU IXOO WLPH VFKHGXOHYV ZLWK D VSHFLILHG HQG GDWH DW \HDU HQG

(PSOR\HH KHDGFRXQW E\ 1RW
FRQWUDFW W\SH D&XEBLWHQGHU ODOH JHPDOH 2ZWKHUGLVFORVHG7RWDO

BHUPDQHQW HPSORWHWIHG/FRXQW
7THPSRUDU\ HPSORWHDWGFRXQW

1RQ JXDUDQWHHG KRXUYV
HPSOR\HHYV +HDGFRXQW

7TRWDO HPSOR\HHV+HDGFRXQW

(PSOR\HH WXUQRYHU

$FFRXQWLQJ SROLFLHV

(PSOR\HH WXUQRYHU LV FDOFXODWHG DV WKH QXPEHU RI HPSOR\HHV ZKR OHIW &RORSODVW GXULQJ WKH \HDU GLYLGHG E\ WKH
DYHUDJH QXPEHU RI HPSOR\HHV IRU WKH VDPH SHULRG

(PSOR\HH 7XUQRYHU 8QLW

1XPEHU RI HPSOR\HHV WKDW OHIW &RORSODVW GXULKHDWRKRRXHBERUWLQJ \HDU
5DWH RI HPSOR\HH WXUQRYHU

:KLOH WRWDO WXUQRYHU UBDMH IRUMKKHYROXQWDU\ WXUQRYHU ZDV

$QQXDO 5HSRUW
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6 RUIHUYV LQ WKH YDOXH FKDLQ

>
9DO%I—DFKDLQLPH KRULJRQ IRU

p

6%0 ZDUHKRXVH ZRUNHUVY DQG WUXFN GULYHUV LQ RXU

’PSDFWV ULVNV DQG GRZQVWUHDP YDOXH FKDLQ 7KLV GLVFORVXUH WDNHV DOO g OR_FDE\/LRQ LPSDFWYV
PDWHULDO LPSDFWHG YDOXH FKDLQ ZRUNHUV LQWR DFFRXQW T = = o
RSSRUWXQLWLHV EXW ZH FRQVLGHU ZRUNHUV LQ KLJK ULVN FRXQWULHV WR EH ; g > :;3 ﬁ
&RORSODVW FROODERUDWHY ZLWK XS¥WUWDPXOOIDN IHOQBIQQEGEOH WR PDWHULDO LPSDFWV LGHQWLILHG > oL 8 24 G} 8
GRZQVWUHDP GLVWULEXWRUV RQ D JOAREW®H/ FOSOH 7KHVH 2 mé) & i g x

FROODERUDWLRQV DUH FULWLFDO WR RXU EXVLQHVV VWUDWHJI\ DQG DO WK
FRQVHTXHQWO\ WKH ZRUNHUV LQ WK Bk KK 8 eV SHUIRUPDQFH LV DROMVVHEW S spuw

LQGLUHFWO\ EH PDWHULDOO\ LPSDFWRERX L KBRYBOKRLOXIPUWQHUV DELOLWY WR, GH QW % M3k poc vom‘\zg\‘év E?g;‘\fxwv OHD@LQJ &R @
EXVLQHVV PRGHO DQG VWUDWHJI\ FRQSUBGY M D®G VY RIFHY ZH QHHG IRU RPLEMHGRHWMIHFWLQJ WKH YDOXH 'E LQ ZRUNHUV KHDOWK

YDOXH FKDLQ ZRUNHUV WKURXJK GLOFRHRM @RXYWURWYNENY SHUIRUPDQFH FBXFIOQHABWOIHEWHUUXSWLRQV LI VXSSOLHUV RU
DVVHVVPHQWY DQG DXGLWV LQ KLJK LJ'LWEW%@V\FL)L(H'@ DRPG ODERXU FRQGLWLRQVWIKEXWRRYOI®LO WR PHHW SSURSHU KH®OWK DQ® VDOHW\®

VHWWLQJ UHTXLUHPHQWY WKURXJK &POPS0WRW by &P WHRQV RI VXSso\ RU GLYWEREAKRG LowHuuxswLRrRQv

FRQWULEXWH WR HQVXULQJ WKH LQW BXHVIR VW HZNHY UM XKW R YU FRQWDILRQ | BQWHYLDO QHIDWLYH

WKH YDOXH FKDLQ ZRUNHUV DUH XSKH®&E Y HY EBXPWHPO XH FKDLQ ZRUNHUV \FRXQGREBER PR Y skwv puH Qﬁ,g/\/gl \ UHVSHFWHG
NSNS

IJUHTXHQWO\ LQ KLJK ULVN FRXQWULHV EXYWERY HGFHYVR YRFO\XOIRQJI ZRU U¥ IRU WKeH @ ©
2XU YDOXH FKDLQ ZRUNIRUFH IHDWXURBYV YQGLRXGXW\GHQRIGHQWY LQ VSHFLILFIEXXVH FHKVLQ ZRUNHUV

HPSOR\HHV RI ZKRP ZH KDYH JDLQHG W@ DYKVR QMKLBYIK KLV ILVFDO \HDU &RORSODVW KDV QRW

RXU FRQWLQXRXV FROODERUDWLRQ DQGHRWGLIWKG K@\ ULVNV Rl FKLOG IRUFHEXRSORRFKINAVRHOD\V DQG TXDOIWWLVVXHy LI ZRUYJHUVELQ o

ZRUNIRUFH LQFOXGHY EXW LV QRW OL®D®RXGUWSR DEFOWHF R Q QDWKH YDOXH FKD%’!LWES"UEVRLIQDQHU RYHUZRUNHG GLVVDWLVILHG ZKLFK

ZRUNHUV LQ PDOXIDFWXULQJ FRPSDQ DS RR IDK ZBIWPHRILDORU WKHVH WKURXJK Wk B BYSY WKHLYU SHUIRUPDQFEH DQG RXWSXW

RU VHPL ILQLVKHG JRRGV LQ RXU XSV®WRDIPDPHEXR UFRDOP RI 0DWHULDO VXSSQEHWY, %205 0w\

SHRSOH PDLQWDLQLQJ &RORSODVW IDFLOLWLHV VXFK DV 6XSSOLHUV RU GLVWULEXWRUYV SYRYLGLQI HTXDO

HOHFWULFLDQV SDLQWHUV JDUGHQHUV DQG RWKHU WUDGHV DQG JHQGHU UHSUHVHQWDWLRQ RU %q:ﬁD\me IRUGZRUS ©
RI HTXDO YDOXH WR WKHLU ZRU

HTXDO SD\

‘'LYHUVLW\

6XSSOLHUV RU GLVWULEXWRUV 38WFNKRY P DVXUH\g WR o

HQVXUH JHQHUDO GLYHUVLW\ LQLRAXMHFMRUNSODFH ¢

$QQXDO 5HSRUW
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6 DGKHUH WR ZKHQ FRQGXFWLQJ EXVLQHKNYRXLIW KWEKRIORB®MW WR XU VXSSOLHUV6DQG GLVWULEXWRUV DUH
3 R O LELHV 7KH &RGH LV HVWDEOLVKHG WR HQV X WH MK I\W @D /R wms&@wwm@@n&ssowogow (FPF/HVVP_YVV%QVRCU H Q JLC
LQIRUPHG DERXW &RORSODVW V FRPPLQYWHQ®DMR RIGKA VMWD QGDUGY UHODWHG WR ODERXU SUDFWLFHV DQG

7R PDQDJH WKH PDWHULDO LPSDFWV AWM QGVNVEG Y PR UMWRBQVLEOH EXVLGHRWISBEWERQFRIVKXWDQ ULIJKWYV 7KLV 7lQHF OXGH Y DWKSIURFHWNGRU HQIJDJHPHQW
ZLWK WKH ZRUNHUV LQ RXU YDOXH FKBK® O t)\H WK H) Ml [BXIFWDWLRQV IRU FRBBQRRYFHOREQBHURASDIFW WKH 6XVWRDQDBEAOH NHUNO RV BBHIQWDUL O\ GRQH WKU
VXSSOLHUV DQG GLVWULEXWRUV WR DRXVAHHIWLWR WRS W EDX-OXGLQJ HQVXUR DO \H D0 WKHHOWRHHENIDWLRQV *XLWgkRY B SDYMINSOXEFLW SURJUDPPH LQ KLJK
+XPDQ 5LJKWV 3ROLF\ DQG &RGHV RI ORECRERPRWHQH GLYHUVLW\ UHTXLUL@I1*IDLRQFRRSHQNDWDRE +XPDQ S5LIKWYKHWKIRSQDWHE DGGUHVVHY DFWXDO DQC
SROLFLHY DGGUHVVY &RORSODVW V KXPREG UHPMRWRDEOH ZRUNLQJ KRXUV DQ®WOQRQAVIB@LYIBUWDO 'HFODUDWLRQ RLPEAXEPWVS LIE& MV VWRKIDOO\ &RORSODVW V
FRPPLWPHQWY FRQFHUQLQJ YDOXH FKIRWNZRYNHUMNLURQPHQWY ,Q DGGLWLRQUHROWERKXUWRRQERQGMW LRQV RI WKH ,RMHHDWQRYDBROD @ /VIERXWKH YDOXH FKDLQ
H[SOLFLWO\ VWDWHV WKDW VXSSOLHUM YBQDWD@RWQXV,H2 IRWKHG8QLWHG 1DW RQRQW RRIQR'GN WIKRIR XJK WKHVH DXGLWYV

ERQGHG WUDIILFNHG RU FKLOG ODERRUDRYUW ¥RYUUIXHBW ERG H2R&' *XLGHOLQ@HRW NRHW Y X 8 WL RDMLWVRIQDO DUH WDNHQ LQ
2XU +XPDQ 5LJKWYV 3ROLF\ VHWV RXW WMG‘*%WBQ%’(‘JEHQL\X)’&%\’ YRRORSOD(WWHMBUWYHY DQG WXSS D(8H AR Q Y H Q WeLIRORR © BVRR EHONIRQUVV X HY D VXSSOLHU V|
HQVXUH RXU EXVLQHVV SUDFWLFHV DUW [ §RIPEPRW ik WiivsrRQVLELOLW RIGWKEHUARRIS)RKMHHDIQ 3XEOLF 211LFLDO Y YOV VRVR-OWPDPLWHR@R ADLQ IXUWKHU LOQVL.
KXPDQ ULJKWV UHJXODWLRQV 7KH SROEES LY FERAMHG RR K1y %XVLQHVV 7UDQVDFWLRQV 7KH HQJDBRRHGWHEL WEGC PRXSIOLDOFH $W SUHVHQ\
LQWHUQDWLRQDOO\ UHFRJQLVHG LQVYVUXPHQWV LQFOXGLQJ WKH FKDLQ ZRUNHUV LV GRQH WKURXJK WKIG KLIKL H DV WOSAHBWOW WR JDLO LOVL
8QLWHG 1DWLRQV 81 8QLYHUVDO 'HFOGNWHWERY RY &REBHIQR!I &RQGXFW DXGLW SURJUDPPH IRU %20 VXSSOLHUNKBRQGHFUIWH® E\ZKR DUH SDUWLFEXODUO\

5LIKWV WKH 8QLWHG 1IDWLRQV *XLGLR¥WBULNNUBOHWRROQ&ERGH RI &RQGXFW YHWVY RXW RIQ I{TQGEWRUV 'H WDNH D WIP\6N EW YV H GO DBSN RIUAHS DUDWLRQV WRZDU
%XVLQHVV DQG +XPDQ 5LJKWV DQG WHHTXIWHEGRWVRIRDNORXU GLVWULEXWRUY W\)\? R FXUUHQWO\ GR QRMS ®RPROW B WIRQDROX6' " ZH ZLOO ORRN
/IDERXU 2UJDQLVDWLRQ V '"HFODUDW L RIF RRUKXDQGHDH E QWK VKH &RGH DQG LQi WR TRESQLRRG R ¢t Wk kLK ULV Ng RRORBWBVMNKBY EHHO D VLIQDWRU\ WR \

R
L
BULQFLSOHVY DQG 5LJKWV DW :RUN ,Q D/PoH DD BEPKWXDZV DQG UHJXODWé-LF}IQ%/ \(_\{ MWWI{QIF\_V g\/&#PHQWDWLRQ .
KRR RBSD'FWZ Hg Z1HO OV ORRIN ‘H UHVSHFW W
3ROLF\ ZH DUH FRPPLWWHG WR HVWDHEBHAKYDW ISRIRV¥ HRV VAHRP SIRL D Q F H ZLWK JHQHUDQ Y5RHE EHVV IRU HQU@WH’U@MNU%@EOCSQJ@HEW@LVHG KXPDQ |

*OREDO +XPDQ 5LJKWV 3ROLF\

®
cU’
—C

\6 SUR
BV VE 1DU EHHQ UHSRUAKHGURLY KRY QRQGHILOHG LQ WKH 80L

LGHQWLI\ SUHYHQW DQG PLWLIDWH QHYEWRY P @K FDXEBKIKIQG KXPDQ ULIKWYV | LQEOX( K

LPSDFWV WKDW ZH PD\ EH FRQWULEXWLQI WRHWD RREOR\PHQW FRQGLWLRQM DQG QRQ o .2 5 LEODUDWLRO R +

EXVLQHVV DFWLYLWLHV :H DUH DOVR GREFALVWPWRBWLRQ DQG HTXDO RSSRUWXQLWLHY, 2XY 'LV H}EX e o s ey
HOOWHE OHILVABWLRQ JXLGLQJ SULQFLSOHV RI WKH 81 *OREDO ¢

RHV QRW H[SOLFLWO\ DGGUH
UHPHG\LQJ DQ\ QHJDWLYH KXPDQ ULJRG H FRI DEFRRG WKW VB Q [ “OREDO &RPSDFW GRHY QRW GLUHEWO\ IT

D

ERORSODVW FDXVHV RU WR ZKLFK ZH RREWRDE MK Q4R ORIFHBNODERXU RU ARP SXPYB %YL PPFE %R OLF\ DOG &RGH e

PDLQWDLQV DSSURSULDWH JULHYDQFRWHKKOGLOPERRYU FEXW UHTXLUHYV RXH%V%%WWS%&W%AJWLW#%GGLw$@%§§£\%ﬁo%o VXSUSVOLSHHUUVVSSZWLYHV =
VWDNHKROGHUV WR UDLVH FRQFHUQVDOQFRXEQIQRDRRWY (WKL FWHIXODWLRQVA QG & PPNV BRYOYH RXU &RGH RI &RQGXFW XSRQ VLIQLQJ

+RWOLQH )XUWKHU LQIRUPDWLRQ RQ\VRXRQOREGY UNPDYWHG WR ODERXU SUDREWBRMAYDR @Gz B WR VEROKISRHD Riv "KHQ HQWHULQJ D EXVLQHVV UHODWLRQYV
5LJKWV 3ROLF\ LQ DOLJQPHQW ZLWK OKXBDQ EULMMORVHI &RGH DSSOLHV WR DOO &RORSODVW HQWLWLHYV VXSSOLHU LQ D KLJK ULVN FRXQWU\ DQ [

XQGHU 6 PO SDJH DQG DOO GLVWULEXWRUV ZKR KDYH VLIQHG D FRQWUDFW ZLWK WKH VXSSOLHU V SUHPLVHV (YHU\ WKLUG
&RORSODVW 7KH 'LVWULEXWRU &RGH RI &RQGXFW LV XQGHU WKH UHDVVHVVHG ZKHWKHU D QHZ DXGLW VKD

6XSSOLHU &RGH RI &RQGXFW UHVSRQVLELOLW\ RI WKH *URXS &KLHI &RPSOLDQFH 2IILFHU
2XU 6XSSOLHU &RGH RI &RQGXFW RXWOLQHV WKH HWKLFDO

VWDQGDUGY DQG UHVSRQVLELOLWLHYVY WKDW VXSSOLHUV PXVW

$QQXDO 5HSRUW
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,W LV 'LUHFW 3URFXUHPHQW DQG &RWSRUDWH 6XVWDLQDELOLW\ VXSSOLHUV KDYH GD\V WR FRUUHFWELGHQWLILHG LVVXHV
ZKR KDYH WKH RSHUDWLRQDO UHVSRQ$LFEWLLWRI QVXULQJ ZKLFK PLWLJDWH SRWHQWLDO PDWHUL'PDlHJ_gI\P{WWKH LVVXHYV
DXGLWV RFFXU ,Q FDVH RI DQ\ ILQGLQJV E\ WKH DXGLWRU D DUH QRW FRUUHFWHG WKH 'HFLVLRQ %RDUG 3URFHGXUH ZLOO

FRUUHFWLYH DFWLRQ SODQ LV FUHDW%—!%U%B(%D&VF\;_{ZékJ/BVFWHQW ZKR PDQDIHM YA SAHWEY U R YK ErRQwuDFW VKDWHHSWP(SXQHR%RQ%FWN FO&yH DRV vwuDw

YDOXH FKDLQ ZRUNHUV DUH FXUUHQWDHY ' QRWI PEVHRAMH ANRKR PQG %XVLQHYY (WKEF¥rRpUG 3URFHGXUH GHVFULEHHAWRHIEWR¥H@W VY RIRXU SROLFLHV DC

DXGLW SURFHGXUHYV &RPSOLDQFH £KR PDQDJHV GLVWULEXWRRY R MKtk zH LeHQwLn DssurRs BRIBWHRHFWER R WKH YDOXH FKDLQ $Vv z
GRZQVWUHDP YDOXH FKDLQ VKDUH WKH PPOOISFPRBWyRY 1L0cLoIv Lo wkH-BREIRHRAMRYWRR Ry WKH &6' DQG GHY!
RXU JOREDO YDOXH FKDLQ 7R DGGUHYY APIHULRR WP Vo rwiro oHsHIRP RBURMHT MUPYGId\ ¢ H ZLOO LQYHVW
DQG ULVNV ZH FRQGXFW DXGLWV YLD RYXF PG W\ SHRI SRR FLro ErDUG v WPHANBY BY WEEVWAQIVHULDO WRSLF

3 URFHVVHV IRU UHBHGLDMWLKQuoren FRUUHFWLYH DFWLRQ SODQV 7KH GHFLVLRQ ERDUG SURFHGXUH

D Q G FKD Q Q HOV W R$ NHP EW/RIQ LIV RXU DXGLW SURJUDHPY WY WR KHOS VROYH YHUL KLIK ULVN RU FULWLFDO FDVHV

RXU XSVWUHDP %20 VXSSOLHUV LQ KLIKSHREN @&k ROWVKHVLQGLQIV DQG WKH UHVSRQVH IURP WKH
FROFHUQV 5HVRXUFHV LQ WKH &RUSRUDWH 6XVWHPXDPELDY wW KisbRWHFBR® EH HVFDODWHG DFFRUGLQJ WR WKH
DQG &RUSRUDWH 3URFXUHPHQW DUH PYBRHESWHE WKHPB®¥BLEWY KDYH QRW UHSRUWHG DQ\
'Q FRQQHFWLRQ ZLWK RXU DXGLW SU%WMBUDZ;*L@SPM LQ WKH DXGLW SYRIQBIRFR QWK K XL WIKWV LVVXHV DQG &RORSODVW KDV QRW

GHFLVLRQ ERDUG SURFHGXUH ZKHUHR\LPEREW RRWMHY FOQ FERUGDQFH ZLWHRQARHHEXS@ LI SURNEVHBQ RI UHPHGLHY
EH HVFDODWHG WR WKH ULJKW OHYHOQ ﬁaﬁ\lﬁv GERI RO Y

7KH GHFLVLRQ ERDUG ZLOO GHFLGH WKH SURSHU FRXUVH R 'H ZLOO FRQWLQXH ZLWK WKH DXGLW SURJUDPPH LQ KLJK ULVN
DFWLRQ KRZHYHU ZH GR QRW KDYH Dy ¥ Hhldk iy SURFHE bRYIDFLOLWDWH Y RRKQWE HbW MR FPUWARHR W) RU PLWLIDWH LPSDFWV RQ YDOXH
SURYLGLQJ UHPHGLHV WR RXU YDOXH FKALR ZRIOHEWHEXWR LPSDFWY RU GRKERER EBENI ¥ o @xWKH ILQBQFLDO \HDU
YDOXH FKDLQ ZRUNHUV FDQ UDLVH FRREHYAVEMHCURXAK RISV 7KH ULVN DVVHRRGHFOWH B PXFELWV LQ &KLQD DQG KDYH SUHYLRXVO\
(WKLFV +RWOLQH ZKLFK LV DYDLODEGH BRLBXYVZHENHWHE D CEHYiOR S P HOWRRRR B WMWHSR WhALOP Y DXRGLWY LQ ,QGLD OH[LFR DQG 1RUWK
UDLVHG WKURXJK WKH (WKLFV +RWOLQHMFAKIRQBRAAWA RO KLIK ULVN %20 OPESSRAPY HHNLGHV WKH DXGLW SURJUDPPH ZH GR QRW
PRQLWRUHG DQG PDQDJHG E\ WKH *URXHyYRUVARE VEEWESEY I WR WKH VXSS KDY PR L B@CHMGRRROLBFWLRQV LQ SODFH ZLWK WKH SULPDU\

&RPSOLDQFH 7HDP 7KH SURFHVV LV SHYFYEEHE YR PRWEHELDO PROLWRULOSSURRWE RS BHREVHYWRIRSRVLWLYH LPSDFWV RQ RXU YDOXH
GHWDLO XQGHULEL] RRB®GHWLRQ WR W{¥MyvvLQJ WKH OLVW RI %20 VXSSOLKEPUQ ZRYNHMWN
&RORSODVW UHTXLUHV VXSSOLHUV WRARERULHO Y Y D HHIRMN EQRPY DQG HYDOXDWLQJ WKH QHHG IRU
UHSRUWLQJ FKDQQHOV &XUUHQWO\ Z3 KRrYihg Qo B UR FORAHY B8GUHVVLQJ d%%?e\!(WLHbD(fKYW FKDLQ ZRUNHUV DUH QRW DGGUHVVHG E\
SODFH WR WUDFN LI YDOXH FKDLQ ZRUYNHRW\P Uk §F8 UHUR PRIHFWHG 2100 BRUDIES W & URAMRFPf K EXW DUH UHTXLUHG WR DGKHUH WR DOO
WUXVW RXU SURFHVVHV WR UDLVH FRQFSQM pR &Y Up §& Y psporw rRuU uLVRITBETREIH § Rfn %&MWLRQV DQG LQWHUQDWLRQDO
$QWL 5HWDOLDWLRQ 3ROLF\ SURWHFWM &8 G VZERIPE W KERUHBRYME W Ly H D FWPREF BBBY P HARWBE WRARFRXY SUDFWLFHV DQG SURWHFWLRQ RI
DFWXDO RU VXVSHFWHG YLRODWLRQVERY RYKHYI TRREUYRNWIKHVDFwLRrRQ sEBBYDYRIEMY REWBbRHGD b WKH 'LYWULEXWRU &RGH RI
SROLF\ LV IXUWKHU*GHVFULEHG XQGHHKROORZHG XS HLWKHU WKURXJK WKH B%ENWAEY rRU WKURXIK WKH

VXSSOLHU RZQHUV WR WUDFN HIITHFWLYHQHVV ,Q JHQHUDO
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6 &RQVXPHUV DQG HQG XVHUYV I ——
:o%FDWL%gBLL]RQ

H
H
R R FEHYY WR SURGXEWY DQG VHUYLFHV
GULYHQ LQQRYDWLRQ OHDGV XV WR Gy zrRxQG wuHDWPHOW BOE SHRSOH 2wk $FW QHJ

XQPHV(\; QHH(;V H%KDQFLQJ FDUH TXDQ(LDVE’J\gﬁ VXIRORIMNEY0 FRQGLWLRQV H GOMHITGHWHIDED K VGIWVRILEXWLRQ DQG XQD YUPLSDFMOH SURG ®Fw® @
\lgv:\'/*SQR VVE)SH IHHvHv '\ENDRFEKV;RJULH'JLi:DRoﬁUxB SSL}JFI}BCP)J: \'/“E)Y/XkJ WKFDUH SURIHVYDERBWWERRR WD 0QG UHSXWDWLRQRQGDPDIH LI SURGXEWY BUH QRW
Q Q QJLQ YT B QRRBEYERRTWR wurDw SDWLHQWVX LIPSO HRFRHWUGIEOH
G

$V D PHGLFDO GHYLFH PDQXIDFWXUHUXWXUW PLFBXGHOVXILWMKHRQYV QXUVHV XURGRIAWVRY HRWMWKH FXVWRPHU EDVH E\ URBSBRUQUXEDW LH®YV WR @ FFHVV

QSﬁqu/SS/;F\;JV\\//V:gLL(;/VJLEéGDlLJJ:\szLRHQGG\liVQRJRsmLklggg\;&Lp li?vj 9%\%}({'8 Wy DWH KHDOW%FFFDLWF}?#%F&Q\R\I/QhQ\\/ %Iﬁ;FPVSVXETISUPDWLWGQHJ\NR LOQDEFXUDWH RU
YRRNELYBY \"\&o% DEOH WR KHDOWLQEJSF%%?_‘F\S\\;'YE%QC?D) \I/-I%Lf!i%% LPSDEW PRk

WR LGHQWLI\ DQG DEGURVY KHDOWKER Y Hy RO PSR &) IRUPDWLRQ VXSSOp&GRE\HERORPEOPMW X R GXH WR WKH LQ$SRWPBWVRQ ILYHQ WK URXIK

= 5,I 3%,

6 6%0 IURP LPSDFWV DQG GHSHQGHQFLHV RQ FRQVXPHUV DQG > olN: £ 2o
s o
,PSDFWV 5LVNV DQG JHL?FE;XE\\?HRUJ/WE\évaLV KRZHYHU QRW UHODWHG WR VSHFLILF w ax¥S o o E
+HDOWK DQG 6DIHW\
2SSRUWXQLWLHYV 3URGXFWV QRW OLYLQJ XS WR TXDOLW\ $WWQQBUGV OHRGLQJ WR D VDIHW)
TKH OHHGY RI RXU FROVXPHUY DOG HaE GHILOH FROVXPHUV RI RXU SURGXFWWRYNWKH LQGLYLGXDOV LPSDEW
o ,\?HG N VWUDQWHJ\ Do SXVL%E\F;(VXQR rR2Y %@5835wv IRU SHUVRQDO ZVRGXKUMW LIQFOWGRY WKH XVHUV QHHGV SEMSURW QJ KHDOWK DO G, ZHOO
52?/ WKURXJK FROWLOXDO H QJDJHPH%V)\(/W LV (? H\ﬁ 0|_[|§,|<l WdWrR sHRrRsoH OoLYLBHLAIWK DQ RVWRP\ LPSDFW
7KLV LQIRUPV SUF?GXSW GHYEORSPHQ%HFPSGGH PyKF?EY%\EH EODGGHU FRQWURO LMMBDOVOERREDHWARY DQG ORVV RI FXVWRZNW WUXVW LI IR @XRNV DUH XQVL
RO H[LVWLOJ SURGXFWV IRU EHWWHUgD%%OhﬁV@§§Pﬁ%ELWgWR FRQWURO BRUHQ PRRHBHRWNFUDQG OR\DOW\ E\ SURX4SROW XbIK/TXBOLW\ § URGXFWV
I L DU\QJHFWRP\
i RATAL N

L

R
RSSRUW);QLW'—HZ 7KL\(’)LQFOXGHV LIRSS PRV R R B A RPW Y Doe VHUYLFHV & RB RSIREWN W WKL F HV LPSDFW
ZKR PDQGDWH VSHFLDO DWWHQWLRQ &g M S QP RV R FrovXPHUY DQ@¥MMRRUMMUDW $RMERQ RU OHIDO OLDELQLWLHY GXH WRJLQRFFXUDWH RU
WKHLU GLDJQRVLYV RU ULVNV DVVRFLDWHEG 7 DY VL8R R o wirLu uLakwtRRFEGMNWVEECH DN ULD O
SURGXFWV ,QWHJUDWLQJ WKHLU SHUYSHEWLVHV LQW R RXU QKDOF ] DQG FXVWRPHU ORIBRWK £ SHRY pCL QY o XPOLW!

' U c
EXVLQHVVY PRGHO NHHSV &RORSODVW IX‘LVOLI—?LSY%Q/WV\PLQ?I LPSDDFQWE/HD\(J\LVVV\II-lHIPULRFPR QHQ[%P%H\%.%Q ggﬁ\&égRSODVW VHUYLFH?é e

RXU SURGXFWV-BO6  — —— ="

LYDFE
UHVSRQVLYH WR KHDOWKFDUH G‘\QDPL\}:I-YUYLFHV PHHWLQJ QHHGYV DQG HQKDQF?_%%A\/] KHE)OWK DOG FwW H
'DWD SULYDF\ EUHDFK GXH WR %&5 QRW %ﬁé@gWROORZHC’ ([ ]

2XU FRQVXPHUV DQG HQG XVHUYV ZHOO EHLQJ
/HIJDO SHQDOWLHYV DQG ORVV RI FXVWRPHU WUXVW LI WK GQWD SULYDF\ LV

$00 FRQVXPHUV DQG HQG XVHUV ZKR XVH &RORSODVW YLRODWHG 5LVN

SURGXFWV RU WKH VHUYLFHVY UHODWHG WR &RORSODVW &DUH RU JUHHGRP RI HISUHVYLRO

LPSDFWHG (YHU\ PDWHULDO ULVN DQG RSSRUWXQLW\ DULVHYV H[SUHVVLRQ 2SSRUWXQLW\
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+HDOWK DQG 6DIHW\ PDLQWDLQ SURGXFW VDIHW\ DQG HIILFDR\ DOKMRILHBERUW LQFLGHQWYV WR WKH V
3 U RFHVVHYV IR U H Q\] DjliLrlpLﬁ *OREDO 4XDOLW\ RYHUVH#HHVKDQGOHYIDGMAKYW HYHQWYV ZLWK SU

S FRRSOLBQFH ZLWK OHIJLVODWLRQUE@BGIURQRGXGHEJ UHFDOOV DQG YLJILO
6 ,Q PDQDJLQJ PDWHULDO LPSDFWV RQ 8ORHEW FxB3L I DQG
DVVHVVPHQW Rl UHPHG\ HIITHFWLYHQHVV
3 R O L F L HV VDIHW\ GLUHFW HQJDJHPHQW ZLWK FRQGQYMNBMHWDRGW\QG

XVHUV LV QRW WKH SULPDU\ IRFXV RI QXD QDWW MWAHSURBRFMHVHY LQ RXU 49/(;<
(QVXULQJ SURGXFW VDIHW\ DQG UHOLDREQEWY LW ISHPUPBRYQYHFWLYHV VKD K KON R DI © V® MW HWRSDF WV DFNQRZ UWDLQ XVH

7KH PDQDJHPHQW RI PDWHULDO ,52V D\WWHRIHPPHW ALY ERVW PDUNHW VXU Y HIWRXBQ F H OFUGH 5OH Q LVFO®Q HUDEL O LW\ GXH WR KHDOWKFDUH

KHDOWK DQG VDIHW\ LV QRW SULPDULQYELBWE Y VRATRURWIHQIDIHPHQW RRBXGUWERIQRUHF KGX UNQUQWHIUDWHG LGIWERRIQRW BhQBFWRON PR QLWRU FRQVXPH!
SROLFLHV EXW UDWKHU E\ RXU TXDOLW& ERQRINPEQNCKXMWROH ZLWK IUHTSHRFHGHEIHYGL@DBRHUVH HYHQWYV UHXDW R E QWRI B U RGHOFOW K HD@DAV KD IHW\ FRQF
406 ZKLFK LPSOHPHQWYV SURFHVVHVEIRYVRYHYVHGIE (YQe XVHU QHHGV DQGDUHEI XODMWRU\ZH HQJIDJH GLUHFWO\ ZL\8 KR HWVKRIYLMRASOD @GWK OHILVODWLRQ [
TXDOLW\ DQG ULVNV WKURXJKRXW SURGXRWVyREBUHARSPHQW DIIHFWHG FRQVXPHUV RU HQG XVHUV ARRDHRZD YL RO ZLWMOD WXWERULWLHY $GGL
PDQXIDFWXULQJ DQG GLVWULEXWLRQ DORQJ ZLWK DQG IRUPDO SURFHVVHV ,QIRUPDWLRBHWI®WUBLRQRQVKROLF\ IRVWHUV D OHYHO

LW\ VWXGLHYV
FRPSUHKHQVLYH SRVW PDUNHW PRQLWKBEBS UAPHGLRWLRO SYREHVY LV GHVFULEHSURGE MY HH DOWUDLYEQJ FRQFHUQVY  7KH
YRU DOO PDUNHW UHOHDVHG SURGXFWYV  ZH ER XVDELOLW\

A B Y 3ROLF\ LV GHVEUREHH® 1,
Q DGGLWLRQ WR RXU 406 RXU FRPPLWRRQWY B EEFOWE DS HYDOXDWLRQV RQ VDIHW\ DQG XVDJH @ Q
VDIHWA LV IRUPDOLVHG LQ RXU 4XDOLW\WWPR G ¢ WWSRIEFW E W v UHIOHFWLQJ RXU FRQVXPHUV DQG

3ROLF\ DV ZHOO DV &RORSODVW % (67 415G XVHUV 7KHVH LQIRUP GHVLJQ FRUUHFWL V DV QHHG
ﬁ ME-TY UHPH($EIW\NIRQ DQG

4XDOLW\ DQG 6XVWDLQDELOLW\ 3ROLEH DOVR SHUIRUP ULJRURXV SRVW PDU MA/OH\A
&RORSODVW V JOREDO 4XDOLW\ DQG 6kNANKOPPYHEY bYWPREUSRY 7KH +HDG RF*K’ \? WR UDLVH (&WR&QdyHd&&k¥v voinwy Lv spubprxa

KLIKOLIKWY VXVWDLODELOLW\ Lo RxUQWGHHHLRSBIHUVHHY WKLV HQJDJH(IQH/(XWLIIDQG/DIH DQG UHOLDEOH SURG XERS RFW RX B \FRRYWPHOWWNQG HQG XVHUV
HPSKDVLVHV TXDOLW\ PDODIHPHOW DYRP BOYDREH ELWKHQHILVODWLRQ DQGIRORBWE®XUH\2XU 406 FRQWUROYV TXDCLRKDOWE MQGNSRRYW FXVWRPHU UHWHQW
7KH SROLF\ DLPV WR HQKDQFH KHD OWKRRWWERBIMERY 00 0 F H GHYHORSPHQW SURGXFWLRQ DOQG GLYWRAHGMLIRO DOGFHXRWEFROV RI WKH 40

PDUN VXUYHLOOD FH 3URGXWWNHDDRWS BRFRV VP HGLDWH LQ WKH HY
FROVXPHIY DQE HeE XVHUY DRS FRPRRERIGD VWV SRvw PoUNHW VXUYHL(?E%‘B%EV zfe\ﬁ Shlev SQG XQGHUSRWHQWG[\Vku/@DWSDFW UQHODWHG
OXVWPLQDEOR HYHORSPHQW "ROOV pHEEFDO BRA¥VERVDIHWI DOG TXDOLWY WK R JJKE?< W DXGLWR BW BGEFYRWLOIGH KRZR\Y RHRLWLIDWLQJ ULV
RO WKLY ZRQIOVERDAGRWDLOY RQ WKEY (BEKROM PW LovROYHY FROOHFWLQ?&E \(PxB A % H%D Pvﬁ V FDQ UDLVGHKHOBSAKHRWG RDOXWAFWXULQJ GLVWUL
UHTXLUHG E\ (656 0'53 DUH SRRYLGHG XREPBOFH TXDOLW\ DQG VDIHW\ WP R RS OR kB

SD.H Yk EXVWRPHU FRP S OFDLQNAHW DRRQ RW R W WKL F V

FOLQLFDO GDWD DQG PDUNHW IHHGEQ_ GLQ }\_I|VLDWHG DW SURGXF

$ GHVFULSWLRQ RI &RORSODVW % (67 PPX @FHKIRIOS-Ro@KEHY SODQV FRPSODLQW WUHQGLQJ ULVN &RORSODVW FRQWLQXRXVO\ HYDOXDWHYV
* RQ SDIH PDQDJHPHQW DQG YLJLODQFH UHSRUWRQBSDIDWVK WHSTODHTXLUHV EXVLQHWAXSBOWRBKHUMWRIOLDELOLW\ DQG UHJXOD
XSGDWHV IRU QHZ GHYLFHV RU FKDQJHRSIOH WKW VR EGX BWSRUWLQJ FKDQQHPRW HAWOQWR FKHOOWK DQG VDIHW\ ULVNV
JURXS 3HULRGLF UHSRUWV VXPPDULVSURIEVNQBQQOW WRVW UHSRUW VH U LRXN YIHOR SRHQQWXV 2L XMAKK MU UHJIXODWR U\ FK
HQVXUH UHJXODWRU\ FRPSOLDQFH 7KHJBGRFMAWWRFXDWYRQD O DXWKRULWLNFRQRAE J IXFV/HY D GYMQEHYWWR DVVHVV V
SURDFWLYH PRQLWRULQJ DQG FRQW L @XRMIR UR Y HBYHPHOWY WRWDWLYHV GLSWRGEERW RUDMHBQ G7 KRRXKUKW WUVN DVVHVVI

W XRXVO\ PRQLWRU SRVW P
LOO RXJK .3,V SURGXFW
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HQJDJLQJ VWDNHKROGHUV ZH LGHQWEURGMFQHUBEDODOWLHYV DQG 6 &RQIOLFW RI LQWHUHVW SROLF\
SURDFWLYHO\ PLWLIDWH ULVNV 5HYVRXUFRIN R FXD\OL WR BROWDRW  ZH WD NH 7S PROFMUN/REDVXUHV WR 7KH SROLF\ RXWOLQHV HPSOR\HH UHVSRG
PDQXIDFWXULQJ VLWHV GLVWULEXWLBQHWOW QHIREOLY H VDIHW\ LPSDFWV RQ FROVXPHUV DQG DYRLGLOJ FRQIOLFWY RI LOWHUHVW EHW.
2SHUDWLRQV DQG 5 ' DUH DOORFDWHBQERXVBIQIH @ DWHIDSURGXFWV PHHW ) ERESE YDV HWVEERV I 6WULYH BL& SN \§ THERSHEOVRBYY unobwLrov
LPSDFWV DQG ULVNV UHODWHG WR KHBDW R FO® VB MWD QGDUGY 7kH TxDo DWY PRBWRRY v ER PV QS 6DIHWY "DLOY HYS g W R wipo FrRoIOLFWY DOC
bEWH ﬁl:

S
w L
‘ S: \5 VHHB éUHG WKURXJK RXU 40 %%HJVV\SDEF(?_'LV& C??
0'5 FHUWLILFDWLRQ RI SURGXFW SRUV?I%%Q&WZLLWKPL%Fg\gv‘%/%(h;\/(;gvv‘l])?:vs?(gf\\/ﬁyR/\/FﬁLy&}Z'JVKZé’L\JNgé)QFH/HVSRQVLEOH |x%|:|K_\Q;§%gV LGDhQ L I—b W SRVVLEOH LQF

5HVSLUDWRU\ &DUH LQ QHZO\ DFTXLUME-EKGLBWY VXUHV WR HQVXUH FRPSOLDQFH Z
7KH (XURSHDQ OHGLFDO 'HYLFH 5HJXxOBWARRL {PRE YLILODQFH UHSRUWLQJ%EEFwVYHWﬁV $XLUJ RG X FVWVD\%Q QH SROLF\ FRQVLGHUV NH\
HQVXUHV PHGLFDO GHYLFHV VROG L0 4%% RYWBEQLYEHY YR GXFW UHFDOO SURFHV kU HYHPWLYH LQWHUH UHIOHFWLQJ &RORSODVW V
HITHEWLYH UHTXLULQJ &RORSODVW WRL¥WHARWMISR-PQE UHPHG svvHvveHQW M WY L F HV SUDFWLFHY DQG WUDQVSDUHQF\
UHTXLUHPHQWY EHIRUH PDUNHWLQJ 7HINFIUFMARAHYYDRWHWKH UHPHGY LV HPEHGGHG LQ WKHVH $QWL EULEHU\ DOWL FRUUXSWLRQ DQG P
LQFUHDVHG GRFXPHQWDWLRQ DQG UHSRRWIHQIHWR3VRGXFW UHFDOOV DUH QQ RQJIJRLQJ DFWLYLW\ DQG SROLF\
GHPRQVWUDWH FRPSOLDQFH $ NH\ DAVLRQ WARQRHBRHIPOEW D U\ SURGXF"Y\‘\?‘Q@@@?’LSHV 7KH SROLF\ R
FRPSOHWLQJ 0'5 FHUWLILFDWLRQ IRU &XQRFARFYW LQLWLDWHG WZR PDMRU X UVSURGXFW HOVXULQJ &R
5HVSLUDWRU\ &DUH SURGXFW SRUWIRBIRPPRY vRREH Q| BPHPIEM %ODGCGHU LRORWRDVW V PLVVLRQ DQG FRPPHUFBVD?(BVLP%

SURMHFW ZDV OLPLWHG WR WKH UHPDRREPXYIREXEHIBREW IREERWR D SRWHQWWHIO XWBOWKLRXWFRRHV :H VHHN WR HQK
N
U

IURP $WRV OHGLFDO 7KH SURMHFW LW VR PYH & G0k WGGHEXRFNDILQJI RI WKH BURE RFWR DQRXRIQEXVQQHVYV DUHDV DRG JHR
ODUJHO\ ILODOLVHG ZLWK PRUH WKDOXQHR| LR $#f6QR 'RU %LDWDLQo $GKHBURPRMORJ UHLPEXUVHPHQW VFKHPHY

FRYHUHG E\ 0'5 FHUWLILFDWLRQ GUHVVLQJVY GXH WR D ORFDO WHFKQLEDBGS DI X RUDHXHPOIW VQ RQ/GPH®/G XVHUV (E(PGLSQGJ V%Rj
F

t
L
2

%

QHV HPSOR\HH UHVSRQ
DVW V FRPSOLDQFH ZL
DOG DQWL PRQH\ OD:
&VL?é/ﬁQWLl\LQJ DQG P|
QARG PNy HQVXULQJ HWK
EXUWKHU GHWDLOV RQ W

E\ U |-¢LGHG XQGHU * F
GXULQJ VDPSOLQJ LQVSHFWLRQ E\ OREDOUWXWNKRBUWLKRVH ZLWK LQWLPDWH KHDOWKFDUH QHHGV 2XU

,QWHJUDWLRQ RI $WRV OHGLFDO LQ RXU 406 PDUNHW DFFHVV HIIRUWYV DUH JXLGHG E\ WKH IROORZLQJ

. Q ZH FRPSOHWHG WKH LQWHJUD =~ = "~ = SROLFLHV 7KH SROLFLHV DSSO\ WR D DIOH&RERSO CVWFHREBR\BROLFLHY UHIHU
OHGLFDO LQWR RXU 406 7KH VFRSH R $FFRXQWLQVY SROLFLH DQG WKLUG SDUWLHY DFWLQJ RQ RXUZHHKBEKOZHD BREPPUW WNRDLQWHOKWDWLRQDOO)
OLPLWHG WR &RORSODVW V JRYHUQD  3yRGXFW UHFDOOV DUH LQVWDQFHW R HUH ¢RYREDPHMy 7KH *URXS &KLHISORMOOMWREE RUIG¥HIH VXSSRUW WKH SUL
HQKDQFLQJ FRPSOLDQFH GRFXPHQWI yHpPRYHV SURGXFWV IURP WKH PDUNIW EWHHWAWKHLU LPSOHPHQWDWLRQ ZLWKLQ WKH ,QWHUQDWLRQDO /DERXU 2U

TXoOLWL DEURYY SWRY OHGLEDO ¥ SR TXDOLW\ GHIHFWY LGHQWLILHG WKURXMUBEGWRRNYZ Lwk +HDOWK &DUH 3%F§WV%$V%5§§§VLDF§%V PRE WKH 81 TXLELQ
LQWHUQDO FROODERUDWLRQ DQG LQC |{HGEDEN RU LQWHUQDO FRQWUR OV MR KDYW 211LFLDOV 3ROLF\ % Q ?XPDQ 5LIKWYV
DVVRFLDWHG ZLWK FRPSOLDQFH DQG | QGLFDWHG RU UHYHDOHG SRWHQW#RQ ¥ROH W\ VAWV LQWHUDFWLRQV ZLWK KHDOWKFDUH

PHDVXUHV 7KH SURMHFW 2DV FRPSOR SURIHVVLRQDOV DQG JRYHUQPHQW RIPLFLDOV WR HQVXUH

;HHgtsH%T_gJWRUXDV\f:'RV:EC |HRILHFF;VQI_J;§HHL\I/’>\}L/J;ég:&/g\{@ﬁDRFOV\éPL@R\YQ LQBQLW FRPSOLDQFH ZLWK DSSOLFDEOH opzv 3ud R HcIRU HQJIJDJH
IXPEHU Rl SURGXEWIXREBOOYV LQGXVWU\ FRGHV W FRQVLGHUV NH\ MYWRUNANK RRGHYAMUP®GH DFFHVV WR RXU SL

&RORSODVW V DGKHUHQFH WR DQWL FRUUXRBRWVLRQIOPEZY.QWLPDWH KHDOWKFDU
E\ GLUHFW HQJDJHPHQW ZLWK RXU FRQVX
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XVHUV 7KHLU SHUVSHFWLYHV GULYH &RERSBBPWQWY DQG RSSRUWXQLWLH$PFI—H(\Y/V W R TX D O LW\

PDQDJHPHQW RI DFFHVV WR RXU SUR GXFWW P\Q 6 AURUNLBHRIJUDSKLHV LOIRUPDWLR 3URFHVVHV IRU HQJDJH
7KH JOREDO PDUNHW DFFHVV WHDP FRQGXFWV H[WHQVLYH Q Q R LPSURYH OLIH IRU DOO RXU XVHUV 7H
UHVHDUFK WR LGHQWLI\ WUHQGYV FKD®OHQJHV DQG WKHLU PHGLFDO FKDOOHQIHY DQG WKH 11
RSSRUWXQLWLHV LQIRUPLQJ VWUDWHELE WF_LRL? DQG 6 WKHLU ZHOO EHLQJ %\ DFWLYHO\ OLVWH:
PQWLFLSDWLQJ LPSDFWV -H DGYRFDWH [REEESW \7HL(JBYHV RYHU PLOOLRQ SHROH FLwikl\dwLPDWH HQG XVHUV ZH DLP WR FUHDWH YDOXH W
UHLPEXUVHPHQW WR HQVXUH DFFHVY kﬁ%é’%ﬁp"c’? o r'?HGv ZLWK WKH PDMR v HLEKPQRJH Ry \HISHULHQFHY DQG NQRZOHG
LQWLPDWH KHDOWKFDUH QHHGV DQG b%% I}NLJI\RXQLFJ"I_%LNP F\|/PH W GHFLVL&JFQ&\/\)@JHW Haéw\f(VHUV DFFHVVE%}S%\HNF\)L_'S\ Q/%HUJRQH VXUJHU\ RU
XQGHUVHUYHG SDWLHQW VHJPHQWYV WR HSK F% KHD%V&/ %%YR%P%W:I-%QC LQPFCFVVHQWLDO WR &RO Q

K

RXWFERPHYV FREPRUPIDOSDIRUY 1 ForvHOL PROHWERYRHIMHYORL vkH PHGLFDO GHYLFHITIRRWHY QHIR-IY% Yi yFXODUON Y\XOQSHUE

GHYHORSPHQWV VXFK DV UHJXODWRUYFKOQMGYN BREcK W06 vHUYLFH LQPFy FEWRWE % gbWl WKH DFFXUDF\ RI SUR
&RORSODVW JHQHUDOO\ GRHV QRW FRQVKEBOWRRFRQBROHLEYV WR DVVHVV WKHLHLPIAFWVORQMHEXWHRVH ZzLwk wl_l-;)%wljﬂf%% EHSVK WKHP DQG KHDOW
DQG HQG XVHUV DV SDUWLFXODUO\ YXOHLIPEXE® H RHR WP SDFMQODILQI VWD NHKROGHHR 8P Cp L wLIDWHY LPSDEWY Rg RIVVYLRRRQY oA HA WR PLWLIDWH WKH
UHODWHG WR DFFHVV WR SURGXFWV [FR®GKEWLRHWDIUNHY WEEO\VHY ZH LGHOWL R FAERAP HRIEE U HDW HY VKD UH G #OowbH HRGL BN BW O\ ZLWK FROVXPHUV D
SUHVHQFH RI DOWHUQDWLYH VXSSOLHUYGCLRHRMHORBE UNHIDWHILHV WR HQKD QR PFSHYY pREORSEXWVEUY 7KLV FRERIRWVPBQ®ILYFFXUDWH LQIRUPDWLRQ DER
+RZHYHU ZH DFNQRZOHGJH WKDW VR RFHRPOD ELIDRPH ULVNV HITHFWLYHO\ ZKL QIS PREL Qb XY UBBEN 0 4XD 0 LW\ 2xQGaROMEDINIE EOIM DOG &RORSODVW :

YXOQHUDEOH WR PDUNHW DFFHVV LVVX@S® GHOHYPBXQVHRHRNDWLYH VROXWIERQY\ poc aRORSODVW % (67 LOLWLDWLYHV IRVWHU WKLV GLUHFW HQJ
'RUVSHFLILE RU SUHIHUUHG SURGXFV\G\{(I-ITVF%(Ij\IéBﬁ%WLQFWLRQV DQG DFWLRQ7§Q[E%\655§9#5WQ§/Y¢%WHULDO sov UPSRWH Y RV RS A §RORSODVW 3URIL
6 PDQDJH DQG PLWLJDWH RXU .52V DUH:QLQNHE WRRYBBWERI v ixLeHG E\ {R/% Rs PR WVBIY GFRQQHFWLRQV ZLWK
3URFHVVHV IRU UHPHQ?LVFBB\'ZHLGRHJ DA 00 VHOVLWLY K e ARG Ehos L PoQDIH LWF\":E%%SSWD&V%VRVNSEEPSXRFFWFVXURVUDSXVUHLUQE(
FKDQQHOV WR UDLVH mBeW HU QY orw cLVFORVH RXU SQ/?V?L%U?(%DQV ')D(§GRsrb PLHV HGXFDWLRQ RQ WKHLU XVH $GGLWLRQDO
7KH PDQDJHPHQW RI PDWHULDO QHJDWHVPFR)LUEPISPH)\FWR/U PDQDJLQJ PDWHULDO 45DV bW\ Q0 6 YUEDLRDELOLW\ 3ROLPVDNHV SODFH WKURXJKRXW WKHLU FRQW
FRQFHUQLQJ DFFHVV WR SURGXFWV DE®O/HUWYLFHV GRHV QRW 7KH SROLF\ XQGHUVFRUHV RXU FRPPLWPMIQ W WRXARGVOQW DABIEHO WDLORUHG V
QHFHVVLWDWH FKDQQHOV DYDLODEOH WR FRQVXPHUV DQG HQG HQFRXUDJH SDUWLFLSDWLRQ RI RXU N&HR\ VVV¥<%NH'3K§O(§3'?4%\6V¥<5/HU SHUVSHEWLYH\
XVHUV 7KHUHIRUH WKLV VHFWLRQ R®O\ FRQFHUQYV LPSURYH SHUIRUPDQFH UHODWHG WR TX B'JMVSHDQQ\A(?M LPSDEWY UHODWHG WR D
UHPHGLDWLRQ TDUJHWYV VXVWDLQDELOLW\ PQG HQJDJH LQ SDUV(\%;ERHUUI;/gVIVSL\Ié%WR&g(%Hg\éVHVW FRPSOLHV ZL'
KDUHG YDOXH )XUWKHU GHWDLOV R% KLV. SROLE\ DV UHTXLUHG
2XU DSSURDFK WR UHPHG\LQJ PDWHULBOGQE JORWL. WHH WPWDREWKNWY LQ RXU FRE§|SéJ5DGWI-b\é\§/U8MV|_I|-|%\UFN GRIG STUGH U HIJLVODWLRQ DQG RXU &RORSODVW &DU
RQ FRQVXPHUVY DQG HQG XVHUV LV WLGHMUWRHRX W RDDWGEMW)J FRQVXPHUV DQG HQG XVHUV DFFHVV BURIHVVLRQDO LQLWLDWLYHV HQVXUH WK
DFFHVV HIIRUWV %\ FUHDWLQJ DQG LRRUBYRGXFWYV DQG VHUYLFHYV $ GHVFULSWLRQ RI &RORSODVW % (67 PREG HQ R XQYBUXQIGHO XHQFH RXU GHFLVLR
UHLPEXUVHPHQW VFKHPHV IRU RXU SURGXFWV ZH GLUHFWO\ * RQ SD.IH HQJDJHPHQW HIITHFWLYHQHVV WKURXJK W
LQIOXHQFH KHDOWK RXWFRPHV IRU WKRVH ZLWK LQWLPDWH SDUW Rl RXU DSSURDFK WR OLVWHQLQJ D

KHDOWKFDUH QHHGV H FRQWLQXRXVO\ PRQLWRU FKDOOHQJHV
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ODQDJHPHQW V7ZEHSRUMVDLQDELOBWERQYOXPHUWODQG HQG XVHUV

FRQWLQXRXVO\ DQDO\WVH DQG UHYLHZ FRAP KQUPDWRRQWVWBRXJK YDULRXV FKOIDIHOMQMQEDWE LLGHIOHYD QW DXWKREFRWEHY Q¥ F&B VW SEHIRQFH ZLWK OHJDO UHT
HQKDQFH RXWFRPHV DGYLVRU\ ERDUGY DQG WDLORUHG HGSBR®XRWDOD ZQYREULKAHQ ORFDO OHJLVWEW LTRD O HWX IRUHW IRUPDWLRQ

FR?_IRUPLW\ DVVHVVPHQW 7KH 9LFH 3UHVLGHQW *OREDO
&RORSODVW &DUH $GYLVRU\ %RDUGV IRU 6WRPD DQG &R?)\(NDC()?LHV?\FHR\%ES\?H%%Q/OVC\;KLV HQJIDJHPH DQG HOVXUHV
UBL XHD@GP MUNMQJYV ZKHUH +&3V VKDUH LOVLJKWV_ DOQG
&RORSODVW HQJDJHV ZLWK FRQVXPH DQG CPXIVA \Q FRPSSLD(%FH ZL\%K DSSOLEDEOH OHJL\@PW@F@@?\PRORSODVW
WKURXJK D VWUXFWXUHG DSSURDFK WRHEEDIRWLRQO\WOLQLFDO SUDFWLFHV DS GREHE)%UIEI\\I/V LQQRYDWLRQV
XQGHUVWDQG DQG DGGUHVV WKHLU QHKIGN WZRHZ&OR FREBRBQYQWFDWLRQ LQIRUPV &RORSODVW DERXW $V D PHGLFDO GHYLFH PDQXIDFWXUHU &F
&DUH LQLWLDWLYH LV FUXFLDO LQ WKWWKIBULRBEBYWVSRIRRXGLQIRGXFWV RQ HbQG XVHUV DQG DFFXUDWH DQG DFFHVVLEOH SURGXFW LQ
SHUVRQDOLVHG VXSSRUW IRU LQGLYLEBRBOQFHWWKNWRPYHRURSPHQW RI JXLGHOLQHY DQG VDIH DW FRUUHFW XVH E\ XVHUV DQG KH
EODGGHU DQG ERZHO LVVXHV DVVHVVPHQW WRROV IRU EHVW SUDFWBFLIJ L%LEJDW HWFIJLR‘IU U HPH G}\‘Jlﬂllp Lhﬁ) DRQQGUHVV WKH LGHQV
HY HOHPHQWYV RI RXU HQJDJHPHQW VWBDWRSEODWV BXKIHVVLRQDO SURYLGHVFDKYEULH \HRIOR OWHRD %D LVH ZE RDQI-FLIdLM MHG WKH IROORZLQJ NHI
iZ)XWRPDWI-(IQG HPDLOV RIIQHUL J WQDLORBHGLDQ@YHSI-)/'K:WWLRQDO VHUYLFHV WR$HV\I/3§‘I§ZOHRUSQE§/\\/NZ§VL\;§QVI\7I%II:I%J DFFXUDWRXDQ&RQNKIPHIILELOH &\FOH LQLWLDWLYH .
FRPSOLDQFH DQG OLIHVW\OHQ HQV XULQDWRQW XFFOHWL BHHE HWMHGHQFH DQG WF\’SF\L’J(I)?\(/;XOE\\NSUUTORILDJ\I/_VVVI(_Bvll__%lJR-iL-J8?3DVWLRQ LV HNNMAWWLDOHEX RUOREWBG NHY DFWLRQV
UHOHYD ?N L I(;UPDWLR “H DOQVR SULRQ(ELX—I-\/;:g SURRORS OREBRHQNV XUHV WKHLU TXHDI-I%LVV\(}ISlFI-?%BJ'_\'/FI)_% VOJ/HVG\VLWHP 406 PRRWERY HXDRUWXU FRQVXPHUV DQG HQG
IRU QHZg\ GL?/FKDUJHG SDWLHQWV D Q3J R BBHUWL KFEIFVHH® R Y A Q W XOWLPDWHOS\QDGLIQII__V\,]\I\\/NII?QLngJSIg%EW GH%HORSPHQ?WJDD%\?L\%IEEHOV\?I%?%HFWURQLF )8 V ZLWKI
HOVXULQJ FRPSOLDQFH ZLWK PHGLFD@L&%R“JR'*D%%‘]&QMLRQNVSLUDWRU\ &DUH

IRFXVLQJ RQ SUDFWLFDO JXLGDQFH DQBWIHQM RIXOMARPEIY DQG H[SHULHQFHYV
7KLV VA\VWHP LV IUHTXHQWO\ DXGLWHG ‘
VXSSRUW WR HQKDQFH FRQILGHQFH D?!?HUGI-I-P Q ,)§\> 99§§5UQ§§?WK RXU SURGXFWV FRQ

YR BOFH! d G H VR

L L 3UHVLGHQW IRU 0D UDNHGA UVEBIQBLERWLILHG ERGLHV I W Y, H

WKRVH ZLWK LQWLPDWH KHDOWKFDUH Q{HH%\? Q eeLe Ldﬁ'ﬁ%'ﬁt}WﬁS'—I’&%%lH XVH )DLOLQJ WR
RYHUVHHV ERWK &RORSODVW &DUH DQESRRWREODWR LQDFFXUDWH LQIRUPRWLRQR,REYAPE 1RU )8V FRXOG LPSDFW F

2XU &DUH ZHEVLWH SURYLGHV DFFIHYRIMR LROFDUOP BWIRIHPHQW DQG FRPBRRIWIQRHHV ISWRFHVVHYV IRU UHPHG\ ZLI—IW'&(’)_'\!’II—‘_'EW\'NYRHBHU\LY/N Rl OHJDO OLDELOL\
WLSV DQG WRROV WKDW HPSRZHU XVRAUHVLWRDPWIQRYIHD Y& KBIURFHGXUHV DVVHVVPHQW EXLOW LQWR WKHVH SUWM—PESHIH-MQW H[SDQVLRQ Rl UHIJXODWLRQ

e, oL LY L YR BSLTRE K SURYLGH VHYHUDO FKDOQHOY IR MRIRIALEQIS Qs IRU PHOLFOO Ony
Q &%QQSODUW? L\\// EQ/PPL\%WHG WR SURY X¥HUNDERXWDIWH FRQFHUQV RU DGGUHRRXWWHBAVQEHAWYH LOQLWLDWHG D SUF

W Q WKH LOQVWUXFWLRQ\W QFOXFHQ J)BVF XRWRAHU FRPSODLQWWRKIQGMO- RRUWFUR G X& WKHUH SHUPLWWH

H\{_ ‘H FROODERUDWH ZH®RVOHRG L VG £ PQRIGHR XU (WKLFV +RVMPEEP®Y BRG ERFDEWWYRXU GRZQVWUHDP

WE)/QFH ZLWK OHJDOSDUMTQHUMPHHOGWFRQWUDFW PDQXIDFWXUHRXUERYWURFP EGREDO 4XDOLW\ $VVXUI
H \IéIHYH TXDOLW\ PEQWKHPEQWHDHYDQW UHIJXODWLRQV RXWbUY HR 6 RXY BixEEoL W\ DUH DOOR
FRPSDQ\LQJ LQIRUPSDRMBLIR BIDARNQ GHFWIIKGEFK UHTXLUHV SURY SERYHPWFKY HEWHUHQWO\ OLPLWHG W
IHFWLYH DQG DOLJQH® QGWARRSAH VO ISCGRGXAVWH HODWHG LOVRORIW LRQ D QGOoOTHHGOLQHVSLUDWRUN &
&RORSODVW 3URIHVVLRQDO ZH GR QRW HQJDJH GLUHFWO\ ZLWK FRQBGXPRVYW RFWORBQW HRUN XVH :H H[SHEXWDEYVIOEWQGHBY DURGXFWYV WUDQVLWL
&RORSODVW 3URIHVVLRQDO HQJDJHV ZHWRULRBYIWPDEHROLEH DQG LQVW U X FYWKSE®WL HAW SWR PDGRWDLQ VLPLODU TXRORXM MWIRIBHIROKR PRYLQJ DOO SURG

LQ GHSWK NQRZOHGJIH DQG UHVRXUFHYSRURASWRWHO BOWDRYW. QIRUPDWLRQ, IRY WKHPWR DLV H oy by DZDUHRQ WKH UHYLVHG (8 UHIJXODWLRQV 7KH <

Y Mo Bl WU 8o LR REWY
QW L ZLWK H ,)8 DQG
FDUH 7KLV LQLWLDWLYH IRVWHUV FR6EBOERUBOW RUQDEEEI HVY QHHGYV HVWDEOLVKHG HQIDJHPHQW FKDQQHoglFﬁéJXEﬁ,%ULFbVVLgJ ) Q

LQFRUSRUDWHY WKHLU IHHGEDFN LQW
HQDEOLQJ FRQWLQXRXV VHUYLFH LPS
DGGUHVVLQJ SRWHQWLDO LPSDFWV R
7KURXJK WKHVH LQLWLDWLYHV &ROR
FRPPLWPHQW WR XQGHUVWDQGLQJ DQ
QHHGV RI FRQVXPHUV DQG HQG XVHUV
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ODQDJHPHQW V7ZEHSRUMVDLQDELOBWERQYOXPHUWODQG HQG XVHUV

(QKDQFH EHWWHU DFFHVV WR LQIRUPDXQRWQLR®$OM'KDW KDYH GD\ WR GD\ UHKN KPYWLEVUHWYHBUZKHWKHU DQ\ VHY WBIN KREWVICE O HIKRWVWKH JOREDO GDWD SU
‘LWK WKH JUDGXDO LPSOHPHQWDWLR®®YX8&'1$Q¢' DGKHUHQFH WR RXU SROLFLMVXHV RFFXUUHG WKLV ILVFDO \HDU RQHUMKXQGCFRRPGBLDHFH ZLWK WKLV SROL

&RORSODVW LV HQKDQFLQJ DFFHVV WR LQIRUPDWLRQ IRU GHILQH GDWD SULYDF\ EUHDFKHV DV FQDVVLILHG DQG
D WD L £ PiEy (WKLEV SRoLF:

KHDOWKFDUH SURIHVVLRQDOV DQG HQG \ lu HIF LQJ VHQVLWLYH LQIRUPDWLRQ DQG XQGH%JK(|$5R6 " Vi LV SROLEL LV WR ©

SURGXFW LQIRUPDWLRQ ZLWK LWV GDWDEDVH 7KLV SURMHFW ZLOO QRW GLVFORVH DQ\ EUHDFKHYV HVHORMEE WS %\I;Ylt\{vﬁ ORSODVW El

FRYHUV DOO SURGXFW UHODWHG LQIR&UPDWQRWKGLOWQEERY WMDY HPHQWY $RFLGHQWY ZLOO EH UHSRUWHG WR Q% §§§§%%§/\}5| SU%VVﬁE\é/g&RE%ODVW £D

(XURSHDQ PDUNHWV VXEMHFW WR YLJIORQHH YHERYWLQ)J DXWKRULWLHV DV UHTXLUHG E\ ODZ D§8V\{:PD\ EH S%B\X/I—F(?ZR(% Q
VH RI' $, WHFKQRORJLHV VDIHO\ DQG HW!

UHTXLUHPHQWYV 5HVRXUFHV IURP WKH *OREDO 4XDOLW\ WKHLU ZHEVLWH

ORS JURXS &(2 LV UHVSRQVLEOH IRU WKH DSS
$VVXUDQFH SHIXODWRU\ $11DLUV DQGIE SEYBELSNFRYVEOL KDQEOHY S7HUV*RQDODGDWB oy “DWD 3ROLF\ D@@G'BMKVEVDORXIISWDWS?SURWHFWLRQ 211LFF
GLYLVLRQ DUH GHGLFDWHG WR WKLV FEPRPHRRYH 2Nk PEGOLFDEOH GDWD 5% U PRAPEDIVY HRLB L

RQJRLQJ DQG H[SHFWHG WR EH |LQDOPV&%LL%UWQ?%%BBﬁ6\HFURVV DOO JU&%@LFFR\P%%@PI'F\VHQI%U}EOH WR LQWHUQD® SIPSROHROMHDWY R RXWKLV SROLF\ $V SLC
UHSRUWLQJ \HDU DSSURDFK WR GDWD FROOHFWLRQ DQG%%W%M’.Q%LW &RUSRUDWH 5XOH\V. QIR® PDWDRGG ,VHFXULW\ PDQDJHPHQW V\\
IRUPDOLVHG LQ WKH IROORZLQJ SROLEWKVFY IBREXL R PR W/ R EOLFO\ DYDLODEOMW ROQFRX3ARDOHEVVWSSRUWY FRPSOLDQFH
&RORSODVW &DUH &RQVXPHU /LIH &\Flﬁ&QGDWLRQ RI RXU *OREDO 'DWD 3UL'[5)|F\)\/bLbDPH‘%/%UN,7 3ROLE\ ,62 7KH SROLF\ LV IRUPDOLVHG ZLWK

&RORSODVW &DUH zDV FUHDWHG WR SBRO-GULYDEYRRREHUKE DUH DOVR LQUBRERMYG MRWR wpo '‘pwp 7 3rolRY SHIDAFWY WREHEFRIGHYY ULIKW WR S
VXSSRUW WR DQ\RQH OLYLQJ ZLWK D YWBRBJIIN WORGGHEXVAGRXS 'DWD SULKBE #HBEWWARRVS R P DWLRO VHFXU&LRV\(I)\RDS((Q)CIBD\(/V;/(SVSEB\‘?VSVOIR')QSFH ZLWK DSSOLF
ERZHO LVVXHV UHJDUGOHVV RI SURGWAW X'OHHIRDUGLQJ RI GDWD HQWUXVWHE Wb Y iy BRERBLMIvDoDIHPHQW SV wWHP W

&RORSODVW ODXQFKHG RXU &RQVXPHE XL WREWOHD&E FRQVXPHUVY HVWDEOLVKHY DSSURSULDWH EHKDYLRRORSOBVQYLERGH RL\GNRQBERFW % (67
HPDLO SURJUDP DV SDUW RI &RORSODVW &DUH WR HQKDQFH

WIS R RBR d SRRV FRPPLWPHQWVLRIRWIRWIYRQ IPYWHW)V DQG GLILWDO ¥R O RISEHDW W W [6/7 RZEAHBX BA WKH JXLGLQJ ¢
v B LT AR 857 HU U AT RO LKWy LPHEH GHRSE ok H ) WRDOE RBO 211LFHU DAGEWMNGHRW . RIEINH RXU SRYLWLRQ OC
ROJRLQJ DQG DLPV WR FRYHU D00 pDSNHURFY KR R QR O YIRNHKROGHUV(IDBXNGYd /HDRK UL S THDP KXPDQ ULJKWV RQ WKH ,QWHUQDWLRQDO

&DUH LV DYDLODEOH :H PRQLWRU WKR G SEWEFRE v R RY ik §QLYHUVDO "HEOHYPYILBRURRIRPR sxoHy %es ~ DQC WKH J2ZTHFODUDWLRQ RQ WKH )XQGE

&/& SURJUDP WKURXJK FRPSOHWLRQ FKHEWY FBFAR BRPR &RPRSODVW *URXSARESBAHHY | owHUQDO UXOHV DGRSWRE ETERORBY D VW WrH VXSSRUW WKH S

VXUYH\V DQG FROWLQXRXV LPSURYHPFOW BB\ G WBPSHRWBU' VWD EXVLOHYY SAPWORHYowH VDIHIXDUGY IRU WEN SUEYDEY D\%V(\;/HUQDWLRQD? /DERXU 2V

5HVRXUFHV IURP ODUNHWLQJ 6HUYLFHVOYIRWRYVMDWRE WhUYLFH SURYLGRUYEL ZEWEWSTS UMY WY R LQGLYLGXD(‘S‘\’?g(‘??_é‘ﬁSYDHS%OtESI\E/OMVKT 81 "OREDO &RF

LPSOHPHQWLQJ DQG GHYHORSLQJ wWKH 7€ BYRrLHGHF/POWLRQ DVVHWY DQG WHLYEG SPRWEEW (RQVEB 2 v SDUWLFXO%QIE\)/(%FELJVSV\?;%/UIL_LQV'?/E?-IC;&(\{OIggg/éxat?/{"{_'gyFDDQGE
RQ EHKDOI RI &REWIS SROWFLHV VXSSRUMORPLE SUHD ((5 &RORSODVW V *URKS By Q n ( Q

° FRPSOLDQFH ZLWK *'35 UHJDUGLQJ SHUYRPROWGRWD || FHU RYHUVHHY FRPSOLDQFH ZLWK WKH %&5

TDUJHWYV SURWHFWLRQ DQG ,62 D VWDQGDUG WKDW JXLGHV WKH 5

‘H GLG QRW GHILQHG WDUIHWY Lo RxUTERU DM R 8 RPE; FROWLOXDO LEERENHSHGWRADSG "DWD SROLEL

swoLYH  UHODWHG WR FROVXPHUV GG HERWWLR YHEEULYY PDQDIHPHOWTWIREMN KNI RI WKLY SROLEL Ly wid kbido ek SRt viviY U H 9 J D JH

WR TXDOLW\ LOIRUPDWLRQ 2XU 406 DSGOEI)_E%IEVVPRUHDIORUPDOLVHG ZLWK UHVERES\O DR Wiy B NWKROBMDWBULYDF\ ODZW BIQGDUIGWHWKIDBRQVXPHUV DQG HQG XVI
SULYDF\ uLJ V DQG FRPSOLDQFH ZLWRQBHWHYVS &RARS QOVW V *URXS 'DWD BUKRMHAWMRLRQ WIKHRMWUSIM RULWLHY DQG H

K
HVWDEOLVKHG SURFHVVHVY DUH HPEHGGHG ZLWKLQ WKH RXU FRPPLWPHQW WR GDWD SULYDF\
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ODQDJHPHQW V7ZEHSRUMVDLQDELOBWERQYOXPHUWODQG HQG XVHUV

&RORSODVW PDQDJHV DQG SURWHFWV6SHUVRQDO GDWD 6 WRSLFV LQFOXGLQJ SHUVRQDO GDWD SU
IROORZLQJ QDWLRQDO ODZV DQG D FRYYUWWEQPWPSSHMRPFKR U UHPH ($EW\N|RQ DQG IHDWXUHV ZHELQDUV WUDLQLQJ YLGHRYV
DFURVV DOO JURXS FRPSDQLHV DV RXPVKLBI-(%Q}H?GJVOW[F@ UDLVH ZELRFQd;/J(—IDLIJU NQG HQG XVHUV UHO\FRR§PXXVQ\I/_VFRnglL_'_I??HDI%NR)é\OV PDNLQJ FRPSOLD
'DWD 3ULYDF\ )UDPHZRUN :H KDYH HVWDEOLVKHG D *OREDO FRREGEV, $RIGXFWHG DQQXDOO\ LQ 1RYF
&RORSODVW ERPSOLHV ZLWK GDWD SULMDIEIDONDZ \G DWE BQUPDAVEUHDFKHY OLQNHG WR RXU
'DWD 3ULYDF\ 3URJUDP DQG %LQGLQJ &RUSRUDWH 5XQHV ROIREQ Y DFWLYLW\ DYDLODEOH WR DOO &
ZLWK QPWLRODO CDWD SURWHFWLRQ RSMKRWLRQW\RD G RGMHFWY 2XU SUREHVVHV IRU PDODRILQY
%&5 DSSURYHG E\ FRPSHWHQW DXWKRULWLCHV QWRUQPQ RRS ZLWK ,7 DFFRXQWYV
WKLUG SDUW\ DXGLWV HOVXUH VHFXU\AWGDDNV\I/-IDKI%%%G%\I/_ DV RXWOLQHG LQ RX G POWEBSOL'DIFD BUYNBRIUH LQWHJUDWHG LQWR &RORSODVW V 'DWD
HYHOW RI D GDWD SULYDF\ EUHDEK &kUODRPSHOZDRVUVv I%é%gg\? DO (WKLFV +RWGLQKN DRGUDREDOUN %&5 DQG ,QIRUP ERWELHRWQVGHFKIUMNV\$ZDUHQHVV 0RQWK
SURWRFROV LO RXU *OREDO 'DWD suLSBEY E\D%ﬁ\ﬁvF'e‘SH DUH DYDLODEOH IRU FREYXPHUYWD Q\F MRS 7R DGGUHVV PDIWWHERDREGBEVAWWV\EHUVHFEXULW\ LV HYHU
HQJIDJHY UHOHYDOW VWDNHKROGHUY XVHUV WR UDLVH FRQFHUQV UHJDUGLQDGDMWBNSUUWDB\WHG WR GDWD SULY Defd I HIK XD & HQLIQR ML BW HIGN DI\ DVVHWYV LV |
PORBRRAY DFWLRQV RXWOLQHG LQ WKH IROORZLRB LSDVWBLUYIDSKWKH WUXVW RI RXU XVHUV
‘H DUH HQWUXVWHG ZLWK SHUVRQDO GHD\{JVEPI#(_;RFDI\-}VPHSgﬁ}DHNHVVRI . VHQVLWWMRGXDUVEBV |URP *URXS /HIDO ,3 %XVLRHYYG(WRIGFWKH RROWLQXHG JURZWK RI |
FXVWRPHUV XVHUV DQG WKLUG SDUWESI}’/HGDPDGWZHHOP%EVFR WLOXLOJ WKH b EXYLRHVY (WKLEYV DRG &RPSOLDQFH 2B RRE HJW D BNHL.E DIFKH WKLUG FRQVHFXWL
FRPPLWWHG WR SURWHFWLQJ LW WKUSégﬁVVVHSVxRU\l/_VVXhPHﬁg\FQ%HEVFRQWHQW _E'Q\A(/sK*HURéSSD7O\DVUHHWGKHHGLFD HG WR PDQROIRBIOWKWVSDURBLIIFR\ S BWHG LQ WKH ,QW
DQG UHVSRQVLEOH GDWD PDQDJHPHQW SROLFLHV &RORSODVW ‘DQG ULVN &\EHUVHFXULW\ $ZDUHQHVYVY ORQWK ZKLF
KI(D?QGOHV Dgo SHUVRQDO GD?VD DFFSL’T%Y%? WR L%Vv?\ﬁVijowé(E'zL\J/RRW FDXVH E(PQG GHOHWH WKH H[SRVHG LQLWLDWLYH IRU$DOO ERORSODQVW HPSOF
DQG D FRQVLVWHQW DSSURDFK DEURVY DGO é‘t.FfF?Q)?sSODV%V V SURFHVVHV IRU &DTQEUDQRGPIND EUHDFKHY G%WD SULYDF\ FRPPLWPHQW ZLWK D QHZ
DUH UHJXODUO\ UHYLHZHG DQG XSGD V=e¥e
FRPSDQLHV DV RXWOLQHG LQ RXU *OREDQ, RYD 3HU\}‘\}(%E'\G OHJDO SKDQJHV\gﬁJEDDP WKFT;%\/REDvovULRQGIill;’llj\t/)vgt)RoQHVPHsfﬁﬁ\ﬁﬁ\vVYNURD\LN?(LHQ;DVLFV R
JUDPHZRUN 7KH IRUPDOLVHG SURFHGXUHV DUH RRXY Q%W Q , N DKLV
LQIRUPHG E\ WKH SHUVSHFWLYHV Rl WRORBQDXRHIRWRH UM BQ RSHQ Fxow X PHRHERMLB8 Y HFXULWL DQG WKH LJLWD'.HU ’\RDW Y BQ‘Z&LFQW’\DWD
XVHUV VWDNHKROGHUV DUH HQFRXUDJHG WR&L?@LWPPXMVVWE\WQVS%@GF\ IRU VHFXULQJ: | U@mwumm\ydsﬁg }gw WHOOLIHOFH
o wik HvHow R1 b cowd suLvor eufBRERHRY, YIS ERRWHG £ R (wrLE ARG B T o AP Ut 04 e
iDIIHFWHG FRQVXPHUV HQG XVHUYV W}gﬁ(LUuYuDHOSUHH\F/ﬁ%'WDV\%ﬁ(\l(JH?/XSSOLHU arcH KT AHOBRAW B WH KHOS nPsoRimmEnORS vers
FROWUDFWXDO DJUHHPHQWY UHTXLUH GXES8LHPFWARYHVWDEOLVK
RU FUHGLEOH SUR[LHV RFFXUV RQ D FDVH E\ FDVH EDVLV *OREDO 'DWD 3ULYDF\ ( OHDUQLQJ
R VDIH LOQWHUODO UHSRUWLQJ FKDQQHOKHROREBBVWIRDOWHWRIRQ 6HFXULW\ WHDP RYHUVHHY &.7%$
&RORSODVW V *URXS &KLHI &RPSOLDQFH 2IITLFHU RYHUVHHYV 7R HOVXUH RXU HPSOR\HHV NQRZ KRZ WR
FR?FHUgV OLNH OHJDO RU HWKLFDO MMM HKVL vKABEHGHDHWWRB\QRW DOO &RORSQDVW HPSORVHHY ZLWK 7
WKLV HQIDJHPHQW DQG HQVXUHV FRPSOLDQEHR ZLWK SAUVRQODO GDWD VDIHO! RAM-DQXDU\
8L RU FROQVXPHU WUXVW LQ RXU FRPRRXOWV RW WIFIFHMVAAI WR ,7 VIVWHPV L(g(Fo GLQJ SURSXFWLR,B
UHOHYDQW OHJLVODWLRQ DQG SURFHGXUHV &XUU QFWO\ ORXOFKHG WKH *OREDO "DWD BULYDF\ H C
GDWD SULYDF R%HUQV RXU 1RQ 5HARDAHRW LRQRGIRLALKFUBSHO FPRQVXOWDQWYV _ 7KLV WUDLQL%J LV
&RORSODVW GRHV QRW DVVHVV WKH HITHEWLYHQHVV RI WKLYV PDQGDWRU\ IRUDOO HPSOR\HHV ZLWK &R
EXLOG WUXVW LQ WKHVH SURFHVVHV HWKWHIRRLBBWR O LEODRMOIFRSODVW V ,QIRUPDWLRO 6HFXULW)\
HQIDIHPHQW UHODWHG WR GDWD EUHspFiF(}D(LLF?FI_IVG(E'i?\‘f!FVLR(EFST’”Q &RPSOLDQFH 3URJUDP DQG ,62 FHDWLTCRDWLRG pg QHPUQLRQI UDR XQWLO
' o Q QG . UHYLHZ DFW)?DO %DWD EUHDFK LQFLGHQV
LV DQ RQJRLQJ DFWLYLW\
XQGHUO\LQJ FDXVHV LGHQWLI\LQJ ZKHW!
&RPSOLDQFH :HHN RXWFRPH Rl RXU PDQGDWRU\ WUDLQLQJ C

&RPSOLDQFH :HHN LV D JOREDO LQLW DFWILYH WKDAWL 8 URMOGIHFWHG LQ GDWD EUI
LQWHUDFWLYH OHDUQLQJ PDWHULDOV RQ YDULRXV FRPSOLDQFH
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6 RU LQFLGHQWY ZHUH UHSRUWHG GX U LRQU WXMSHAWHBOY LIRDDWLRQV DQG WKRBVWHWYROIHBHQWLQJ UHFRPPHQGDWLRQ
7DUJHWYV ZKLFK LV QRW WKH FDVH LQYHVWLIJDWLRQV )XUWKHU GHWDLOMW ®QHWWILVBRRUWARQYWRUY SURJUHVV DQ
UHTXLUHG E\ (656 0'53 DUM SURYLGH®XWGEHW 5HIXODU PHHWLQJV DUH KHOG

3ULYDF\ &RORSODVW V SROLF\ FRPPLWPHQWY SURYLGH RSSRUWXQLWLHV
LQYHYWLIDWLRQY ZLWK D TXDUWHUO\ V>
tH GLG QRW GHILQH WDUJHWV LQ RXU IRRUBRUY FRQWWPHDWHIQG HQG XVHUV YXHUWKE U@ R UBHRXRPARDOLW\ DQG 6XVWDLODELQT W ?/v LEY LW &RPPLWWHH P
6WULYH WKDW UHODWH WR GDWD SWHI[SDFVVLRQ &RORSODVW % (67 VHUYHYQmB\HRSIUQIXRGUQUXDO LW\ PDQDJHPHQFRD(PLGﬁBVVVI\_/ PDY HE/\/ HIFOXGLQI SHUVRQ

EXVLQHVV SULQFLSOH DQG ZH EDVH RXW KKPOQDWRHKWNKERROLF\ LV GHVFULEHG L PRUU MWD

*URXS *MQH RXQVHO RYHUVHHV WKL
) UHHGRP RI H [S UH WY IR QNHUQDWLRQDO %LOO RI +XKDG I5UIKWAHDQW KWKE 3 '@D IHW\ RQ SDJHQVXUHV FRPSOLDOFH ZLWK UHOHYDOQW ¢
'"HFODUDWLRQ RQ WKH )XQGDPHQWDO 3ULQFLSOHY DQG 5LJKWV

SURFHGXUHV &XUUHQWO\ ZH GR QRW DV

6 DW :RUN :H VXSSRUW WKH ,/2 &RUH &RQYHQWLRQV WKH 81

. X 6 HITHEFWLYHQHVV RI RXU PDQDJHPHQW RI F
3ROLFLHV OREDO &RPSDFW DQG WKH 81 *XLGLQJ 3ULQFLSOHYV CRWOLOH

%XVLQHVV DQG +XPDQ 5LJKWV :H |DFL?®UNBVFH|‘EVDVFHM IRU HQJ DJVH"P(MKQEW
2XU DSSURDFK WR HQVXULQJ VWDNHKROW K W\ WWEWHNROGHUV LQ OLQH ZLARORSWDNOHLY RRWKIHWWHG WR SURY IBKIVQIRPHRIS MRPBIODQ QMY FRPSODLQW KD
IUHHGRP RI H[SUHVVLRQ LQFOXGHV R (WKLTHBKRMEDDUDWREQ RI +XPDQ 5DIKW YU %\ YDWRFHLBHEBEDQLVPV IRU FRQY¥XPRE®MQMB HEBPSODLQW KDQGOLQJ SUI
WKRURXJK SRVW PDUNHW VXUYHLOODQKH R EROPOGEBYDIRERSODVW HQVXXWWIW WEHIQRWH FRQFHUQV LQFOXG LRDISRIXUGHIWRILE ER¥WPHQWY FXVWRPHU IF
ZLWK NH\ VWDNHKROGHUV LPSOLFDWHG LQ YLRODWLRQV RI WKH RDRUKWWVRXIWHHGERPDRFH &RQVXPHU DRGRBERSEWKVBUHW\ DQG SHUIRUPDQFH 7KL
2RORSODVW FRQGXFWV WKRURXJK SRUWBBYXHRR vXUYHLOODQFH SHUVSHFWLYHV LQIRUP KRZ ZH PDQDJHSRBOUL MW WIRF B KR WRORKSODVW *URXS SUR

WR FRPSO\ ZLWK OHJLVODWLRQ DQG TXIEDIW RRAWURIDAKLOMY poc (wkLr P S SVREEY SRR QW DFWLYLWIHD W PR R SOIHFWY  GHILQHG DV DQ\ FRP

H 0DODJHPHQW
LQFRUSRUDWLQJ SDWLHQW LOSXW LQWROREY EXVLOHVY GHFLVLRQV HQ I HPH RO W S THD 60 REFXUULQJ DDWE H IS QR GHFWFXWQFTKN LQ SURGXFW LG

‘H KDYH DOVR HVWDEOLVKHG DQ (WKLFNLYRORIOUGFH BKPW QHROHNRWDEOLVK Fo g HRYRQD ¥R LXRQYF' RI WKLV HQJID JSIRHIGRW FDOGFKDQGR & BQRHVVHG SURPSWC
GLUHFW HQJDJHPHQW 2XU DSSURDFK VOR HXWOLBWLQJ DOOHJIHG PLVFRQGXFWFRYE BHFPHT wRYLY &XVWRPHU FRPSODLQWYV PD\ LQFOXGH YD
PDQDJHPHQW DQG SRVW PDUNHW VXU DKMXRUQRMH DG PDQGDWH RI WKH (W iIRFY/RSROWQ WQHVKLRX S+ R@® L Q H VWDNHKROGHUV VXFK DV RXU XVHUV GLV
IRUPDOLVHG LQ RXU *OREDO 4XDOLW\ LG WY WIDARDELOMVEURWHFWY WKH Wk FKAGR RE VW ERRLRVZE AR wikH Loy HYWEOWES S SERUTEYYERPOY

B3ROLF\ $GGLWLRQDOO\ RXU *OREDO YWMHVMKRO®WHMBQY VHIYXUHYV D IDLU DQC’JWQJ@&\NﬁQM}UWLWNV D VXPPDU\ RI DOOHJDWLRQV DQ

(WKLFV +RWOLQH ODQDJHPHQW 3ROLFD@ORQVYXZUMNK WKDW GHFLVLRQV DUH E@YH@\/\H_Q[}.\QK#&\N/W@MRQ\ D ULVN DVVHVVPHQW DQG LQYROYHG

*OREDO 6SHDN 8S DQG $QWL 5HWD OLDWH\RQD 3R/O WFK HIXHFS HWX BEKRIUW L Q J VWDWWKRARRIEHPHHBEIWRIRDSSURYDO IURP & RORSODVW V (WKLFV

PDQDJHPHQW RI WKH (WKLFV +RWOLQH[SUHVVLRQ )XUWKHU GHWDLOV RQ W%@-\N(ﬁ_&ﬂ-lLFL\JR&YS UlENMi HEWE YBHY DUH GLVEXVVHG DQG HYLGHQFH

7KH IROORZLQJ SROLF\ FRPPLWPHQWW EPHYREH RY D OWE) bW R IETHU LV WKRURXJKO\ HYDOXDWHG 7KH LQYHVWLIDWRU WKHQ
DGYHUVH KXPDQ ULJKWV LPSDFWV UHOOREDD V6B HDNHBGRFPQRI $QWL 5HWDOLDWLKRBUFRGHY 2KHWKHU WKH DOOHJDWLRQV DUH VXEVWDQWLDWHG
H[SUHVVLRQ IRU DOO NH\ VWDNHKROGHUW $&ROUIFQ H Z-W K/ & UWPLKMHD 2D U HQ HWW! Db@POURMIFWY ZKLFK LQFOXGHV NH\ ILQGLQJIV DQG

RI WKH 8QLYHUVDO 'HFODUDWLRQ RRRYRBOBUWKWESHON 85 FXOWXxUH zk IGH PRFRAUBRQYLRQ UHFRPPHQGDWLRQV LV VXEPLWWHG WR
SUHSDULQJ WKH GLVFORVXUH RI SRO LFWibY B0 BFHWYVRRN UAHsRUW HWKLFDIVERQMIUSY *RVWEBKT "URXS IRU UHYLHZ
KDYH FRQVLGHUHG ZKHWKHU VHYHUH YEXRAPRIRDMULENWOEVYXEXDOV ZKR LQ JRRG IDLWK UHSRUW DFWXDO
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7KH SURFHVV EHJLQV ZLWK &RPSODLQ&RORISOMDW RUM FHRPUHVLGHQW *OR EMX UKD @ RW\O IRYHH SURMHFW 6WUHQJWKBHHONHRWY NXQPBEBODXEFEH &RPSODLQWYV D
DOO VXEVLGLDULHV ORJJLQJ FRPSODLFRXVWRBWR MRESGRUSRUDQID IJHPHQW SRAKTVNWOMG & Q DUH LQGLYLGXDOO\ LQYHVWLIJDWHG WR L
FRPSODLQW V\VWHP ,QYHVWLJDWLRQMWQ@WHJ AR FRPHVWHG EHDZLWK UHOHYD QYR ORIOVPY MWL RIVEBWHG DQ DFWLRQ HORBOLWRHRKPSBERYHPHQWYV

&RPSODLQW ,QYHVWLJDWRU UHSUHVHURERSGWKHY $V SDUW RI RXU TXDOLWRMBHUEOPRFHQIRG GRFXPHQWDWLRQ RI WKH (WKLFV +RWOLQH

PDQXIDFWXULQJ SURFHVV DQG PD\ LOQROWGIHF FRVROWDYXRROVO\ PRQLWRU DKL mRRAIRLR WERHRMHFW IRFXVHV RQ F?\%\HDSEUO%-Q/&FLWY PRFpt06 PHHW VWULFW Ut
ZLWK GHSDUWPHQWY OLNH 4XDOLW)\ DIIGHFMGLYFHDM®H ¥ M DRLIUW K HR/UWH suRFHVVHVSEJ\R‘EHWW\QPQFDLEMW\DWD@CGHWDLOHé/vlv(?F@MLb%\WVZ%KYFLF\Q/&%%lLQ/QIFH YHULILH

A (
SURGXFWV GLVWULEXWHG EXW QRW PDAXLMHZW®UHW® ENHW IHHGEDFN ZRUNIORZV 7KH VFRSH zDV OLPLWHGPWR \{J%\RWQI%'@\?)'@QQITFQIW DXG\II\;I\DNXRGULVWI\D/QR
&RORSODVW FRPSODLQWYV DUH IRUZD(lSJGHG WR WKH OHJDO SURFHGXUHV ZLWK WKH DLP WR HQVXUI;I( FRQé\B\Q\ﬁﬁg%/VVM\Ym%Q'?ﬁ?éﬁU%LW\
PDQXIDFWXUHU 7KH DLP LV WR HQVXUH WKRURXJK WR OHDGHUVKLS DXGLW FRPPLWWHH\)— SQéWD%?QX\(/ Q

LQYHVWLIJDWLRQV ZKLOH PDLQWDLQL Ul—R)E)ISl/\MMH V IRU UHP H &olgby M Holw HYD@@LWK HITRUWYV BR@WWOXHhRI XQWLO HQG RI
FRPSOLDQFH HPSKDVLVLQJ VWUXFWX Ié BRQXQI—’@\Q)WLFVMR UDLVH kol QP‘FHHFL% VHPHQW RI' WKH SURFHVVHY KRV R SDVIWIEVH

DQG WLPHO\ FRPPXQLFDWLRQ WKURXJXRXWOWEBOS WRKHRY +RWOLQH DQG HQUBIRPWQMRERQVRKWHORVIWR RXU YDOXH $FFRXQWLQJ SROLFLHV

PDUNHW VXUYHLOODQFH HQDEOH FR®NGHPHU KBS HQIEY X VRIUW KLV DFWII-R( 1IXPEHU RI GD\V GXULQJ ZKLFK LQGHSHQ
&XVWRPHU &RPSODLQWY LQYHVWLJIJDWRRUDSVRFRQAHWQV DQG KDYH WKHPRIIGHHYVNREHUR DG H QG XVHUV  H DXGLWRUV DQG DXWKRULWLHV DUH RQ
&RORSODVW V FRPSODLQW LQYHVWLJ]MWLRRWDROFRVVSRWEQWLDO QHIDWLYRR@SWRW RQCUUUN LADVWKH WUXVW D\ i s yRGXFW DQG TXDOLW\ PDQDJIHPH
VWUXFWXUHG DSSURDFK IRU DGGUHV\AIQHPHERBXWWULDO DFFRUGLQJ WR W KR QWX L/ URG HRHY VHUV ZLWK RX 56y ywKHUPRUH WR FKHEN FRPSOLDG

FRPSODLQWY (DFK FRPSODLQW UHTXUBHWB®QH®LYHWMRQJ DWICGRRKDQQHOV WR UDLVH FRQFHUQV DUH UHJXODWRU\ VWDQGDUGV

XQOHVV FDQFHOOHG SHU H[LVWLQJ JXARMOHHQWRN QRW UHOHYDQW IRU WRLV VXE WRSLF

LQYHVWLIJDWLRQ V GHSWK LV EDVHG RQ SRWHQWLDO ULVNV WR XVHU TDUJHWYV

VDIHW\ DQG DYDLODEOH GDWD 6 $XGLW 'D\V 8QLW
JUHHGRP Rl H[SUHVVLRQ XO0O0 DXGLW GD\B\V

.H\ VWHSV LQ WKH SURFHVV LQFOXGH $FFFW+LQR/|Q}/WKH )

‘H GLG QRW GHILQH WDUJHWYV LQ RXU FRUSRUDWH VWUDWHJ\
LQYHVWLIJDWLRQ FODVVLI\LQJ WKH FRROERGBIODV WY WDINNVQRQIRLQJ DFWLRQGV\\;\RJP@I—?UFWXDPVP\UHB'D%V IUHHGRP RI H[SUHVVLRQ
SURGXFW GHIHFWY DQG DVVHVVLQJ SURSDRXWW DRWGLBRVVXKHRSSRUWXQLWLHY UHODWHG WR IUHHGRP

&RPSODLQW 5HYLHZHU RYHUVHHV WKLR/I H@UXYIVQR @ ERPRXIKQJ DYDLODEOH@UR(S@}JWUEW[\QMS HFLILF PHWULFV
GRFXPHQWDWLRQ DQG REMHFWLYLW\ PRAFKN@ILVPWRQG FUBRWHOV WR UDLVH FRQFHUQV IRU RXU

GHWDLOHG UHFRUGV ZKLFK PD\ LQFORREWKRHWWVUBIQ &CHO\G DXYEH UV 7KLV LQPELEWVCRYY *OREDO

SKRWRJUDSKV 7KH SURFHVV DLPV WR(WHKHRN UHRMWOD@WRWBHVRXUFHV ZLWKLQ3Yo RE B8 SPPMW HYWRGWKAW WDIHWY DQG UHOLDELOLW\ DUH
UHTXLUHPHQWY ZKLOH IRFXVLQJ RQ YDQBRH.RBSGIGDRBHDDUH DOORFDWHG WRX®RRRBHAWEIAPAEW RYDOLWN ODQDIHPHQW 6\VWHP 406
XOWLPDWHO\ HQVXULQJ SURGXFW VDIWWHDF®IRQOLR/WLRQLILFDQW 2SH[ R QWS H HfRMAY KDRIQWURO RI TXDOLW\ DQG ULVN DFURVYV
XVHUV EHHQ UHTXLUHG IRU WKH (WKLFV +RWBHJHESRKMMy SURGXFWLRQ GLVWULEXWLRQ DQG SRVW
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RQV

* W XVLQHVV FRQGXFW 5 ol

o 2 3
* %29 52 6%0 z é : 2 2
7KH UROH RI WKH DG P/IPGIDIRWY YW VYHQ G 2 o2 2 8 3
VXSHUYLVRU\ DQG PDBESREMOVQLWLHYV S N x I3«
E R G L HV 7KH '0$ IRU * %XVLQHVV &RQGXFW LGHOQMMNLUKHRG MDWQIS FXOWXUH
DVVHVVHG EXVLQHVV FRQGXFW UHODWHG LPSDFWV DQG ULVNV $FW

JRU WKH PDQDJHPHQW RI RXU EXVLQHg I-F\ﬂ-%%':\% MRZQ RSHUDWLRQV DQG N | ng:g’ FDWLRQ DQG WUDQVSDQHQ@F\ @ S@O0OLLHY YPOXHV
%RDUG RI 'LUHEWRUV KDV DSSRLQWH%(Q\?V\/WI—HE%&%W%WUHDP DFWLYLWLHV ;@I;S(PH \I%\I?CEWKLFV LQGLUHFWO\ DIIHF»D WKH HQYLURQPHQW RU SHRSOH

"URXS ZKLFK LV DXWKRULVHG WR LQLWLAWH RREFRYYNBE W wumemwumvwwWDWLRQDO GDPDJH RU OHJDO SHQBOWLHY GXgt WR XQHWKLFDO
LQYHVWLIJDWLRQV RI DOOHJHG RU VXVWFYVS%LPJLKVI-FUR(BJgéﬁ% M*é FFR[H’SE(XND.QH%VL{/DFWLFHV RU D ODFN RI WUDQVSDUHQF\
DV SRWHQWLDO YLRODWLRQV RI DSSOLEBEQHWPPEOYRRQDB W RO UHWULHYHG 1URR RWH AVXISB® IR Z HX\GH WHE O R ZH UV

UHJXODWLRQV &RORSODVW % (67 RU BWKHILERWHOYPHBROLEEM 0 wKkH 08 WR LGHQWLI\ 3RW

7KH (WKLFV +RWOLQH *URXS FRQVLVWY R} WKH JURXS HOUYRQPRUH zKHO FROERORSIQDVWKIPLOV WR HQVXUH WKH SORWHF®LR® R® LQ@LY@GXDOV RU
&RXQVHO WKH *URXS &KLHI &fPSOLDQgg iy 8P RSK R LO WKH '0$ ZH DOVR WREN KXY YHWDPQLLDWLRQ LW FRXOG LPEBBWFWKH ZKLVWOHEORZHU
UHSUHVHQWDWLYH IURP WKH *URXS )LRDOFE (HDSHYMKLS J 1y | o ExvLQHVY FRQEKEW EQWM DFFRXQW

7HDP 7KH JURXS PHHWYV SHULRGLFDOO\ WR UHYLHZ QHZ SEW
LQYHVWLIDWLRQV DQG WKH VWDWXV RI RQJRLQJ LQYHVWLIDWLRQV
,W UHSRUWV WR RXU ([HFXWLYH /HDGHUVKLS 7HDP UHJXODUO\

DQG GLUHFWO\ WR WKH $XGLW &RPPLWWHH HDFK TXDUWHU ODQDJHPHQW RI UHODWLRQVKLSV ZLWK VXSSOLHUV

P S 8ov¥ %
ODUNHW UHTXLUHPHQWY IRU DQLPDO WHYWHRJ RQ &RORSODYV SURGXFWYV

OLVPDQDJHPHQW RI WKH UHODWLRQVKLSBW L WK VXSSOLHUV LQFOXGLQJ
ODFN RI FRPPXQLFDWLRQ DQG RU LPSOHEHOWDWLRQ R RO ARGR RI
&RQGXFW SURFHGXUHV DQG WUDLQLQJL

&RUUXSWLRQ DQG EULEHU\ SUHYHQWLRQ DQG GHWHFWLRQ

/HIJDO UHSHUFXVVLRQV IURP FRUUXSWLEDRVRU BULBHU®LQ LG QW V
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FRPSHWLWLRQ ODZ DQG HWKLFDO LQWIHIOLAF WALIR@AH ZR WEKXWKQHBY HWKLFV DMP&RARSIOWDWG ERPWRBDFW ZRUNHUV 7K|

6&[? LJES FelJ E)\Ak+4[)&@)(;()\A/)%QBVVLHV WKHVH DUH UHODWHG WR LGHQWLILHG&GRPOODQRGFBIUH IWKHW HWUHVSRQVLEOH IR

GHVFULEHG LQ WKH IROORZLQJ VHFWIWRIQWVH SROLFLHVY ZKLFK DUH UHYLHZHG I

0 & KH OHV DQG PDUNHWLQJ DV ZHOO DV (
/6 )( \/ L.(? }{ \/ \/ é& FQ (9 (3 )( F:iﬂy&X?;;Egi;ginliggivti;éa’ PD\ IDFH FHYWKUQ-RKD o WHFWLROQ Rll)SSLJRYIﬁG E\ WKH ([HFXWLYH /HDGHUVKL:

UHODWHG WR FRUUXSWLRO DQG EULE UL Yy w o R &RORSODVW %RWK SROLFLHV DUH DYDLO
&RUSRUDWH FXOWXUH DH T IOHRZ U DOG DFFHVVLEOH WR DOO &RORSODVW HF

$W &RORSODVW ZH DUH GHGLFDWHG WRUFk@@XVYWWY JORB HIREX v HQVXUH BOMORRIOBUHHR SHOQHVY DQG WUDQVSDUHQEL £ WK HDFK

CQW U W
FRUSRUDWH FXOWXUH ZKLFK SULRULWYYRYQAHFAVHI BRAR AQKY W66 DQG DRISOUWKROIUW @B WKRHLH[SHFWDWLRQ WR PSHDNXS Qe uHSRUW
FRPSOLDQFH 2XU FRPPLWPHQW WR w K WM P WA Uz Laﬁ_e}dj@yiﬁ@ RI ZKLWH RPODQY XKHUHAB ZOWQHVV GLVFRYORERO VXVISWWWIDWLRQ DQG (WKLFV +RYV

E\ VWURQJ OHDGHUVKLS WKDW H[HPSCY\U?HHE/R@)HU éK(LUVShVI-ﬁB@d WKURXJK & RAORIQIB\RW QF(67TKHUH DUH YDULRXV FKORDRWOURER @ ISRROUW\ HVWDEOLVKHY D FO
YDOXHV 7R UHLQIRUFH RXU FRPPLWP@@\DU@HQ:‘]R@@%EW DOVR LQFOXGHV D WHRR¥FHRI@Q@WR QKM SHDNPGORSIHHY FDQ VSHDN AVWK WKMHIQI) DOOHJHG RU VXVSHFWH(
SHULRGLF JOREDO DZDUHQHVV FDPSDZK@VHWWQt:Q@d'LVJ@V\PDQGDWRU\ DQ@®RPDO A RIXWRH DOQWIDXVWHG VXSSRUW IDGAHAWQRY WX BXOWK/RIUDW DQG PDQGDWH
EXVLQHVV HWKLFV DQG FRPSOLDQFH BV YR HEPSP RUHHRW EWWiKyD FRUSRUDW R RPSQ ODMGE G URILY \B3 HPRKS/OWH &XOWXUH WHRDWPOL @O YRIRK FDQG WKH LQYHVWLJIDWRL

ZLWKLQ RXU RUJDQLVDWLRQ 7KHVH LQRWSL@WVFWK@RWWQLQJ LQ GD\DOVR UDLVH WKHLU FRQFHUQV YLD &RORSOWMW BABREMWMRHEORZLQJ

FKD +RWOLQH 7KH (WKLFV +RWOL DODJHG
HGXFDWH RXU HPSOR\HHV EXW DOVR HR§R4HY MRUH WRorREDO 'DWD 3ULYDE\'H Uv'?/ov(v)ﬂgue SDUVf/\ HQDEOHs\y%\g LIKWV RI RXU HPSC
XSKROG RXU YDOXHV LQ HYHU\ DVSHFWyR) WKdihU\AfFRN G RHDU ZKLFK LV D PDQ TS N
HYDOXDWH RXU FRUSRUDWH FXOWXUHpRQQXR O} WKIRXHHEG M wk b FRUSRUD QV DQG LV DFFHVVLE

DOG H[WHUGQD KROGHUV LQ DOO OD
(QIDIHPHQW 6XUYH\ DGGUHVVLQJ VSHEG {5\ THHYWERRVRII F\FOH WUDLQLQW?(IHQFII:'RXVL QLIJ-IVV v Q
UHODWHG WR EXVLQHVV HWKLFV FXOWXHHRRSPHBEH BUHSHoLYHUHG wrYSHHHUVHOW S

o H &RORSODVW RSHU
&RORSODVW V &RGH RI &RQGXFW % (8#WDNHKROGHUV LQ YDULRXV UHJLRQV I ® EXAKH BV D WHEBRUWLQJ \HDU ZH
2XU FRPPLWPHQW WR FRQGXFWLQJ EXWKYR¥YKRIWS L EFOR U WKD EDO %XVLQHVV (WKLFV RQER
u

DQG DFWLQJ ZLWK LQWHJIULW\ LV RXWALR K E Lfn &RPRSOE RV ‘LUsFWRUV KD\\?VU A RYR, UPI?/O DEXgLRQxHUV;:\\/NLKLHV
W VXSSRUWY RXU XQGHUVWDQGLOQJ Ry R¥$RUHY EROVIEIREWI K srROLF\ DQG WiCH ESH Pl ;

F

X
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EXVLQHVV DQG KRZ ZH HQJDJH ZLWK RXdspRQY MR ANYU\RQH LQ WKH &RORSO
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ODQDJHPHQW V7EHSRUMVDLQDEL O W% X WIDQHVVHBRQ G X FW

UHFHLYH DQG UHVSRQG WR HPSOR\HH, ARDF SO QNN HWIRI PVDIOY BOUHFWRUV R I LFQLUPD @ BMHIVIMLIUQYJ YRU KLJK ULVN DSSURYHG DQG FRQGLWLR
7KHVH WZR FRXUVHV DUH DYDLODEOH HRS O RBHHNUHDWFRQWUDFW ZRUNHUV * RI ODWHULDOV %20 VXSSOLHUV &RQWUL
ODQJXDJHV DQG DUH DFFHVVLEOH WR &RIORS®DBYR\HHRXSLWK DHOO DV WKLUC( $FFRXQWLQJ SROLFLHV DQG 8SVWUHDP 'LVWULEXWRUV ZH FRQGX
FRUSRUDWH HPDLO DGGUHVYV EHKDOIl Rl &RORSODVW ZKHWKHU GLU 1XPEHU RI DQLPDOV XVHG WR WHVW QWISHEW MR W MIR YHULI\ FRPSOLDQFH ZL

&KLH|I &RPSOLDQFH 2IILFHU KDV WKH ¥ HRR | &RORSODVW V 6XSSOL
GSHDN 8S DQG $QWL 5HWDOLDWLRQ SKUL F\ Q DQLPDOV XVHG WR DVVHVV WKH VD BRBHRR I&&RR&RSG OBW W

ELOLW\ IRU LPSOHPHQWLQJ PHGLFDO GHYLFHV ODMRULW\ RI WRHRVHDOWREBIKDW EHHQ LPSOHPHQWHG DV
@xo%é\“ﬁ ¥ossurvHe FRQGXFWHG E\ &RORSODVW LQ *RRGHPEBREBWRWAOWLRQ OHYHUV IRFXVLQJ R(

39%\%' ORSODVW B3UDFWLFH */3 FHUWLILHG ODERUDWRUQAIHW\ H@EFRXUDJLQJ WDUJHW VHWWLQ
SHUFHQWDJH RI URGHQWY PLFH UB®MWDO® JMXBSSOLHUY DQG LQWHJIUDWLQ
SLJV UHIHUV WR WKH SURSRUWLRQURTRQUIPPIHYWWHGWR VXSSOLHU FRQWUD
LQ WHVWLQJ PRUH DERXW RXU 6XSSOLHU 6XVWDLQDEL
( RQ SPJHKHQ ZH VHOHFW VXSSOLHUV V
HQYLURQPHQWDO FULWHULD DUH WDNHQ
FULWHULD DUH LQWHJUDWHG LQWR VXSS
ZKLFK LQYROYH VHOHFWLRQ DSSURYDO [
VXSSOLHUV

7KLV JOREDO SROLF\ DLPV WR FUHDWH I?\; AJE‘_(%H
DQG SURWHFW &RORSODVW V 6SHDN Sﬁgéﬂwéﬁs 7
DUH HQFRXUDJHG WR UDLVH WKHLU FRQFHUQV D
LUUHJXODULWLHV LPSURSHU EHKDYLRQBEDQ@QIUHRII}OJGRINQVJL\/QJ 3ROLF\
LQFOXGLQJ YLRODWLRQV Rl &RORSODSQL®PE7 WHHW MWH.Q B RO IMRHWWLPHYV UHT:
DQG SURFHGXUHV DV ZHOO DV EUHDFXBIMMWAN BDRXUTISIWRGXFWY DQG GXH WHR
REMHFWLYH LV DOVR WR SURWHFW L Q:GIL WIDAXD D ¥ SAKRE UL® WRIRBBHDV XUHV WR OLPLW WKH XVH RI

IDLWK UHSRUW DFWXDO RU VXVSHFW B® LYALIR® WHVRQ\Q R D RG/ IGHVFRPIRUW 7RQUMRPRUWH Y W k@ly B LW
FRQFHUQV DV ZHOO DV LQGLYLGXDOV'ORBBIPMOLEDPRUIHVWLQJ 3ROLF\ GHG 7TRWDO DQLPDOV XMHBHRU WHVWV
SDUWDNLQJ LQ LQYHVWLJDWLRQV FRPPLWPHQW WR FRQGXFW EXVLQHVV HWKHRDORE HQWEVz L wK

WKH KLIJKHVW I}.\_{SWHJULW\ LQ DOO LWV RSHUDWLRQV 7KLV LV GRQH
2ZWKHU SROLFLHV VXSSRUWLQJE\&I-R)Q/QéL%?\i D\L_-,-KHUH WR WKH WKUHH 5V 5HSODFHPHQW

EXVLQHVV FRQGXFW 5HILQHPHQW DQG 5HGXFWLRQ DQG FR@\MHS;)SOGFLEHCUQUHODWLRQNKH@WLRQ DQG Gl‘

. . s QHHG IRU D%LPDO\ WHVWLQJ 7KH SROLF\ JXLGHV KRZ WR
,Sf;gﬁf&"gg;gtﬁﬁ” sQwL &RUUXSW&%HB%SW%M WRENH 5 v Lo rxu sUREXKY Pud ird &% & € W RI FRUUXSWLRQ DQG
o O SROLF\ &arRORsOTVW ¢ BXLA E;ﬁ,ﬁ,OLHV WR DOO GLUHFWHREZB QM IR K H UAR UPSIRUMMAM W DOXHYVY WR EH UHIOHFWHG LQ WKH
7KH JOREDO SROLF\ HQVXUHV &RORSOD - FRQWUDFW ZRUNHUV MBSO RYHA QW WH LAX W KK SSOLHUV  2XU %yhﬁ%‘? {ggg“ GgR! DOOHJDWLRQV DQG |
X

SUDFWLFHVY DUH FRPSOLDQW ZLWK DQWL I? L\EHM\DB EULEHU\

FRUUXSWLRQ DQG DQWL PRQH\ ODXQG‘gHFfR §odJDv2/y/ Y xsz% HRO00 DV WKLU & S\PUQYHWVHN FIRRMUQIXR W\ UHO\ RQ VWDEQH RQG V(WP LQRE %I—}i_iQW GHWHEW LOY
E'5| DKqQ| R\}vﬁﬁ%m Q/\P Zd(d—!WKHU GLUNWKWODRMULQBODWRWQVKLKW DQG ZH DUH ERPPLWWHG WR

&RORSODVW SROLFLHV DQG JXLGDQFH Y LI\ PRV IRU WKLY . Ly UHVSRQG WR DOOHJDWLRQV RU LQFLGHQ)

FRPEDW DQWL EULEHU\ DQWL FRuuxs 3UH %ngQS\ﬁW \RS:RF}%%EDO ZSHUDWLW§$§Q$;E‘V®ZSWM(MMW M RXU VXSIQRIVVEESR KBV B ERR R CaroRs 0D VW % (€

ODXQGHULQJ ULVNV Q SQNFX P GW BURFHVVHV *OREDO ,QYHVWLJDWLRQ DQG (WKLFV +RYV

([HFXWLYH ODQDJHPHQW 7KH RSHUDWLRQDO UHVSRQVLELOLW

* \
OLHV LQ *OREDO 4XDOLW\ ZLWK WKH 4% ?6\/% %Lﬁ—gl‘h&/ CB%WO'&@@\GRRW /KHVH DOVR DSSO\ WR DOOHJDWLRQ
&HQWUH HFWDWLRQV WR DOO &RORSODVW FRXS¥OWHBQ DQG ¥HWEHRX W

UHTXLUHPHQWV DQG H[SHFWDWLRQV IRU WKHLU EXVLQHVYV
HWKLFV DQG FRPSOLDQFH ZLWK ODERXU DQG KXPDQ ULJKWYV

$QQXDO 5HSRUW



ODQDJHPHQW V7EHSRUMVDLQDEL O W% X WIDQHVVHBRQ G X FW

,Q DGGLWLRQ WR &RORSODVW % (67 D@6 §RKWFG ARVRODWH RRXURI WKH $QWL ~ """~ Soo cmoe oo

*OREDO $QWL %ULEHU\ DQG &RUUXSWBRQ L3R CLFN VLOWMVRKW DWHG E\ DQ LQC
SULQFLSOHV RQ SURKLELWHG DQG UHVQWH\NAMIHG 8 DREOHDHADW  ZKLFK LV SDUV
SHUPLVVLEOH SD\PHQWY WUDYHO HG@XFDMOIHRQY W& LFWOD&RPGOLDQFH XQG
H[SHQVHV LQYROYLQJ JRYHUQPHQW RRYHIUNQ YK \WHDIOMKHF DWKLFY +RWOLQH
SURIHVVLRQDOV FKDULWDEOH GRQDWIRQNVUDO® LODYGIW W LDYWIHOD SURFHG X
DV SUDFWLFHV DERXW ERRNV DQG UHEBRBY PHHHNV SHULRGLFDOO\ WR UHYL
UHTXLUHPHQWYV RI WKLY DQG UHODWHBQSURWBGXYHRI ROIRLQJI LQYHVWLID\

FRPPXQLFDWHG WR PDQDJHPHQW DQG VDOHY WHDPV

$QVR &RORSODVW V $XGLW &RPPLWW
WKURXJK GLITHUHQW IRUXPV WKURXJKRXW WKH \HDU %HVLGHYV

UHSRUW RQ DOO LOYHVWLIJDWLRQV L
WKH (WKLFV +RWOLQH FKDQQHO ZKLFK LV RSHQWR_LOWHUOQODO

FRUUXSWIRQ FRVHYV HYHU\ TXDUWHU
DQG H[WHUQDO VWDNHKROGHUV JOREDOO} DFWXDO RU SRWHOWLDO

QY HVIWEIDWLRQ 7THDPV DQG WKH (W

EUHDFKHV RI RXU $QWL %ULEHU\ DQG &RUUXSWIRQ 3ROLF

DUH GHVFULEHG LO PRUH GHWDLO XQt
PD\ DOVR EH LGHQWLILHG WKURXJK R¥!J FRPSOLDQFH DQG
PRQLWRULQJ DFWLYLWLHV 7KH SROLF\ DSSOLHV WR DOO GLUHFWRUYV

RIILFHUV PDQDJHUV HPSOR\HHV DQGERRWHBEW ARG B% 6 powL EULEHU
HPSOR\HG ZLWKLQ &RORSODVW *URXS R\, BB \RY M YE Doc WKH ([HEXWL

SDUWLHYV DFWLQJ RQ EHKDOI RI &ROR%?BV&V&&ﬁg&/lﬁ(VH\H (%t_éJﬁﬁV\bq_'\DUQLQJ HY

RU LQGLUHFWO\ ,W LV DFFHVVLEOH WR DOO HPSOR\HHV RQ RXU
LQWUDQHW DQG LV DYDLODEOH LQ GLIIHUHQW ODQJXDJHV

$FFRXQWLQJ SROLFLHV
7UDLQLQJ LQ &RORSODVW % (67

7KH SHUFHQWDJH RI ZKLWH FROODU HPSOR\HHV WUDLQHG LQ WKH &RGH RI &
PDQGDWRU\ H OHDUQLQJ LQ WKH ODXQFK SHULRG IURP 0D\ WR -XQH EDVHG R
H[FOXGHV VWDII ZLWK OHVV WKDQ GD\V RI HPSOR\PHQW EHIRUH WKH ODXQ
DQG HIWHUQDO SHUVRQQHO 7UDLQLQJ FRYHUV VL[ MRE FDWHJRULHVY WR DG

(WKLFV +RWOLQH

&DVHV VXEPLWWHG WR WKH (WKLFV +RWOLQH LQFOXGH DOO FDVHV UHSRUWF
WKURXJK OLQH PDQDJHPHQW RU LGHQWLILHG GXULQJ DXGLW DQG PRQLWRUL
DOO WRSLFV FRYHUHG E\ &RORSODVW 9
FRPSOLDQFH DUH LQYHVWLJDWHG LQ DFFRUGDQFH ZLWK &RORSODVW V VWDZC
EULEHU\ DQG FRUUXSWLRQ LQI
SURIHVVLRQDOV 7KHVH PDWWHUV DGKHUH WR WKH VDPH JRYHUQDQFH DQG |
FDVHV 6XEVWDQWLDWHG FDVHY DUH GHILQHG DV FDVHV FORVHG ZLWKLQ WK

+RWOLQH LQFOXGHY YLRODWLRQV RI

7KHVH FDVHV PD\ LQYROYH DOOHJDWLRQV RI

UDLVHG FRQFHUQ V IROORZHG E\ FRUUHFWLYH PHDVXUHV 1RW DOO FDVHYV

,QFLGHQWYV RI FRUUXSWLRQ DQG EULEHU\
,QFLGHQWY DUH DFFRXQWHG
UHIOHFWV ZKDW &RORSODVW KDV EHHQ FRQYLFWHG WR SD\

(WKLFV +RWOLQH 8QLW
5HSRUWHG FDVHV WR (WKLFV +RWOLQH 1XPEHU
5HSRUWHG FDVHV ZLWKLQ (WKLFV +RWOLQH VFRSH 1XPEHU
6XEVWDQWLDWHG FDVHV 1XPEHU
7UDLQLQJ LQ &RORSODVW % (67 8QLW

:KLWH FROODU HPSOR\HHV WUDLQHG LQ &RGH RI &RQGXFW
JXQFWLRQ DW ULVN
,QFLGHQWYV Rl FRUUXSWLRQ DQG EULEHU\ 8QLW

&RQYLFWLRQV IRU YLRODWLRQ RI DQWL FRUUXSWLRQ DQ®XPEQRWL EULEHU\
$PRXQW RI ILQHV IRU YLRODWLRQ RI DQWL FRUUXSWLRQ.IPQG DQWL EULEHU\

&RORSODVW &KLQD OHGLFDO '"HYLFHV &R
SURIHVVLRQDOV IRU HGXFDWLRQDO PHHWLQJV KHOG LQ FHUWDLQ KRVSLWDOV

$QQXDO 5HSRUW

IRU RQFH D OHJDO FRQFOXVLRQ KDV EHHQ PDG

/WG ZDV LQYHVWLJIJDWHG E\ &KDR\DQJ ODUNHW 5HJXODWLRQ
JROORZLQJ FRRSHUDWLRC
UHFHLYHG DQ DGPLQLVWUDWLYH ILQH 3ROLFLHV DUH XSGDWHG DV FRUUHFWLYH PHDVXUH DQG D QHZ S\



ODQDJHPHQW V7EHSRUMVDLQDELO$'SSHQYEUFHNVHIRW 6 XVWDLQDELOLW\ 6WDWHPHQW

$SSHQGIRAH YV
6XVWDLQDELOLW\
GWDWHPHQW
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ODQDJHPHQW VSSHESRUMW FHV IRU WKH 6XVWRRQWHMW\WQEMD R HPEEGWGLVFORVXUH UHTXLUHPHQWV

SRQWHQW LQGH[ RI (656 GLVWORVXUH UHTXLUHPHQW

52
/LVW RI PDWHULDO GLVFORVXUH UHTXLUHPHOQOWYV 3DJ /LVW RI PDWHULDO GLVFORVXUH UHTXLUHPHQWYV 3DJ
(656 *HQHUDO GLVFORVXUHV ( 3ROOXWLRQ PLFURSODVWLFV
%3 *HQHUDO EDVLV IRU SUHSDUDWLRQ RI WKH VXVWDLQDELOLW\ VWDWHE®EQW ODWHULDO ,52V DQG WKHLU LQWHUDFWLRQ ZLWK VWUDWHJI\ DQG EXVLG
%3 '"LVFORVXUHV LQ UHODWLRQ WR VSHFLILF FLUFXPVWDQFHV .52 ( 'HVFULSWLRQ RI WKH SURFHVVHYV WR LGHQWLI\ DQG DVVHVV PDWHULDC
*29 7KH UROH Rl WKH DGPLQLVWUDWLYH PDQDJHPHQW DQG VXSHUYLVRU\ ERGLBROLFLHY UHODWHG WR SROOXWLRQ
. ,QIRUPDWLRQ SURYLGHG WR DQG VXVWDLQDELOLW\ PDWWHUV DGGUHVVHG BFWKRQWDB®G WHNRXUFHY UHODWHG WR SROOXWLRQ
DGPLQLVWUDWLYH PDQDJHPHQW DQG VXSHUYLVRU\ ERGLHV ( 7DUJHWV UHODWHG WR SROOXWLRQ
iog ,QWHJUDWLRQ Rl VXVWDLQDELOLW\ UHODWHG SHUIRUPDQFH LQ LQFHQWLY HsRIRHKRIHEY %VR O PMWIRXD DU HFRQRP\
SHSRUW 6%0 ( ODWHULDO ,52V DQG WKHLU LQWHUDFWLRQ ZLWK VWUDWHJ\ DQG EXVLG
*29 EWDWHPHQW RQ GXH GLOLJHQFH "HVFULSWLRQ RI WKH SURFHVVHV WR LGHQWLI\ DQG DVVHVV PDWHULDG
*29 5LVN PDQDJHPHQW DQG LQWHUQDO FRQWUROV RYHU VXVWDLQDELOLRA UHSREWQRP\ UHODWHG ,52V
6%0 6WUDWHJ\ EXVLQHVV PRGHO DQG YDOXH FKDLQ ( 3ROLFLHY UHODWHG WR UHVRXUFH XVH DQG FLUFXODU HFRQRP\
6%0 ,QWHUHVW DQG YLHZV RI VWDNHKROGHUV ( $FWLRQV DQG UHVRXUFHV UHODWHG WR UHVRXUFH XVH DQG FLUFXODU
6%0 ODWHULDO ,52V DQG WKHLU LQWHUDFWLRQ ZLWK VWUDWHJ\ DQG EXYLQHVV PREMHWY UHODWHG WR UHVRXUFH XVH DQG FLUFXODU HFRQRP\
52 "HVFULSWLRQ RI WKH SURFHVVHV WR LGHQWLI\ DQG DVVHVV PDWHUKDO ,52%HVRXUFH LQIORZV
52 "LVFORVXUH UHTXLUHPHQWYV LQ (656 FRYHUHG E\ WKH XQGHUWDNLQ( V VXVWBVRREERA LRWWWYRMHPHQW
( &OLPDWH FKDQJH
. ,QWHJUDWLRQ RI VXVWDLQDELOLW\ UHODWHG SHUIRUPDQFH LQ LQFHQWLYH VFKHPHV 5HPXQHUDWLRQ
UHSRUW
6%0 ODWHULDO ,52V DQG WKHLU LQWHUDFWLRQ ZLWK VWUDWHJ\ DQG EXVLQHVV PRGHO
52 "HVFULSWLRQ RI WKH SURFHVVHV WR LGHQWLI\ DQG DVVHVV PDWHULDO FOLPDWH UHODWHG ,52V

7UDQVLWLRQ SODQ IRU FOLPDWH FKDQJH PLWLJDWLRQ

3ROLFLHY UHODWHG WR FOLPDWH FKDQJH PLWLJDWLRQ DQG DGDSWLRQ

$FWLRQV DQG UHVRXUFHV UHODWHG WR FOLPDWH FKDQJH

7DUJHWYV UHODWHG WR FOLPDWH FKDQJH PLWLJDWLRQ DQG DGDSWLRQ

(QHUJ\ FRQVXPSWLRQ DQG PLJ

~|~|~|~|~ |~

*URVV 6FRSHV DQG 7RWDO *+* HPLVVLRQV

$QQXDO 5HSRUW



ODQDJHPHQW VSSHESRUMW FHV IRU WKH 6XVWRRQWHMW\WQEMD R HPEEGWGLVFORVXUH UHTXLUHPHQWV

&RQWHQW LQGH[ RI (BHE CLWHPHRYWYHFRQWLQXHG

/ILVW RI PDWHULDO GLVFORVXUH UHTXLUHPHQWYV 3DJH /ILVW Rl PDWHULDO GLVFORVXUH UHTXLUHPHQWYV 3DJH

6 2ZQ ZRUNIRUFH 6 &RQVXPHUV DQG HQG XVHUV

6%0 6 ,QWHUHVW DQG YLHZV RI VWDNHKROGHUV 6%0 6 ,QWHUHVW DQG YLHZV RI VWDNHKROGHUYV

6%0 6 ODWHULDO ,52V DQG WKHLU LQWHUDFWLRQ ZLWK VWUDWHJI\ DQG EX8%Q@HVS/ PRWHOLDO ,52V DQG WKHLU LQWHUDFWLRQ ZLWK VWUDWHJI\ DQG EXVLC
6 3ROLFLHY UHODWHG WR RZQ ZRUNIRUFH 6 3ROLFLHVY UHODWHG WR FRQVXPHUV DQG HQG XVHUV

6 BURFHVVHV IRU HQJDJLQJ ZLWK RZQ ZRUNHUV DQG ZRUNHUYV UHSUHGVHQWDV&bE%%\P\FHR\;(WRbP&SEDJ\LQJ ZLWK FRQVXPHUV DQG HOG XVHUV DERXW LP
6 BURFHVVHV WR UHPHGLDWH QHJDWLYH LPSDFWV DQG FKDQQHOV WR UDLVH FRQF

6 $FWLRQV RQ PDWHULDO LPSDFWV DQG DSSURDFKHV WR PLWLJDWLQy uLVNV3BQ9H§/>§/LM/X\|N(§JLPI_PPVM%Q5% QHIDWLYH LPSDFWV DQG FKDQQHOV WR UL

RSSRUWXQLWLHV

7DUJHWYV UHODWHG WR PDQDJLQJ PDWHULDO QHJDWLYH LPSDFWYV DGGYDQFLQFJV\S-FR\Q_\XNBQHPIDP?/\SFDU:MD\DD.(E’@DFWV DQG DSSURDFKHV WR PLWLJDWLQJ L
PDQDJLQJ PDWHULDO ULVNV DQG RSSRUWXQLWLHYV RSSRUWXQLWLHYV

6 &KDUDFWHULVWLFV RI WKH XQGHUWDNLQJ V HPSOR\HHV PHWULFV 7DUJHWV UHODWHG WR PDQDJLQJ PDWHULDO QHJDWLYH LPSDFWV DGY

6 "LYHUVLW\ PHWULFV PDQDJLQJ PDWHULDO ULVNV DQG RSSRUWXQLWLHV

6 +HDOWK DQG VDIHW\ PHWULFV * %XVLQHVV &RQGXFW

6 “RUN OLIH EDODQFH PHWULFV 6%0 * ODWHULDO ,52V DQG WKHLU LQWHUDFWLRQ ZLWK VWUDWHJ\ DQG EXVLC

6 5HPXQHUDWLRQ PHWULFV *29 * 7KH UROH RI WKH DGPLQLVWUDWLYH PDQDJHPHQW DQG VXSHUYLVRU\
P

5 'RUNHUV LO WKH YDOXH EKDLO 52 HVFULSWLRQ RI WKH SURFHVVHV WR LGHQWLI\ DQG DVVHVV PDWHULDC

[
6%0 6 .OWHUHVW DQG YLHZV Rl VWDNHKROGHUV % XVLQHVV &RQGXFW DQG FRUSRUDWH FXOWXUH

, QRQDJHPHQW RI UHODWLRQVKLSV ZLWK VXSSOLHUV

*e *
D
&
&

6%0 6 ODWHULDO ,52V DQG WKHLU LOQWHUDFWLRQ ZLWK VWUDWHJI\ DQG EXME

3UHYHQWLRQ DQG GHWHFWLRQ RI FRUUXSWLRQ DQG EULEHU\

6 3ROLFLHVY UHODWHG WR YDOXH FKDLQ ZRUNHUYV
6 BURFHVVHV IRU HQJDJLQJ ZLWK YDOXH FKDLQ ZRUNHUVY DERXW LPSDFWYV
6 3URFHVVHVY WR UHPHGLDWH QHJDWLYH LPSDFWV DQG FKDQQHOV WR UDLVH FRQFHUQYV

$FWLRQV RQ PDWHULDO LPSDFWV DQG DSSURDFKHV WR PLWLJDWLQJ ULVNV DQG SXUVXLQJ PDWHULDO
RSSRUWXQLWLHV

7DUJHWV UHODWHG WR PDQDJLQJ PDWHULDO QHJDWLYH LPSDFWV DGYDQFLQJ SRVLWLYH LPSDFWV DQG
PDQDJLQJ PDWHULDO ULVNV DQG RSSRUWXQLWLHYV

$QQXDO 5HSRUW



ODQDJHPHQW V$58SIREBWFHY IRU WKH 6XVWDDWDESRILQMW 6 WDRWPHRWEWU (8 OHJLVODWLRQ

'DWD SRUGW\RW KBHILY®O DWLRQ

,52
7KH WDEOH EHORZ RXWOLQHV WKH GDWD SRLQWYV GHULYHG IURP RWKHU (8 OHJLVODWLRQ DV OLVWHG LQ (656 $SSHQGL[ %
W LQGLFDWHY ZKHUH WKHVH GDWD SRLQWY FDQ EH IRXQG LQ RXU UHSRUW DQG LGHQWLILHV ZKLFK GDWD SRLQWY DUH DVVHVVHG DV 1RW PDWHULDO

'"LVFORVXUH %HQFKPDUN(8 &OLPDWHOUDWHULDO 1RW
UHTXLUHPHQBWD SRLQW 6)'5 UHIHUHQEBODU UHIHUX@QFWLR@HIHUHQFH PDWHULDO
(656 *29 G %RDUG V JHQGHU GLYHUVLW\ [ [ 3DJH

(656 *29 H 3HUFHQWDJH RI ERDUG PHPEHUV ZKR DUH LQGHSHQGHQW [ 3DJH

(656 *29 6WDWHPHQW RQ VXVWDLQDELOLW\ GXH GLOLJHQFH [ 3DJH

(656 6%0 G L ,QYROYHPHQW LQ DFWLYLWLHY UHODWHG WR IRVVLO IXHO DFWLYLWLHV [ [ 1RW PDWHULDO
(656 6%0 G LL,QYROYHPHQW LQ DFWLYLWLHY UHODWHG WR FKHPLFDO SURGXFWLRQ [ 1RW PDWHULDO
(656 6%0 G LLLQYROYHPHQW LQ DFWLYLWLHY UHODWHG WR FRQWURYHUVLDO ZHDESRQV [ 1RW PDWHULDO
(656 6%0 G LY, QYROYHPHQW LQ DFWLYLWLHY UHODWHG WR FXOWLYDWLRQ DQG SURGXFWLRQ RI WREDFFR 1RW PDWHULDO
(656 ( 7UDQVLWLRQ SODQ WR UHDFK FOLPDWH QHXWUDOLW\ E\ [ 3DJH

(656 ( J 8QGHUWDNLQJV H[FOXGHG IURP 3DULV DOLJQHG %HQFKPDUNV [ [ 1RW PDWHULDO
(656 ( *+* HPLVVLRQ UHGXFWLRQ WDUJHWYV [ [ [ 3DJH

(656 ( (QHUJ\ FRQVXPSWLRQ IURP IRVVLO VRXUFHY GLVDJJUHJDWHG E\ VRKUFHV 3DJH

(656 ( (QHUJ\ FRQVXPSWLRQ DQG PLJ [ 3DJH

(656 ( (QHUJ\ LQWHQVLW\ DVVRFLDWHG ZLWK DFWLYLWLHV LQ KLJK FOLPDWH LPSDFW VHFWRUV 3DJH

(656 ( *URVV 6FRSH DQG 7TRWDO *+* HPLVVLRQV [ [ [ 3DJH

(656 ( *URVV *+* HPLVVLRQV LQWHQVLW\ [ [ [ 3DJH

(656 ( *+* UHPRYDOV DQG FDUERQ FUHGLWYV [ 1RW PDWHULDO
(656 ( ([SRVXUH RI WKH EHQFKPDUN SRUWIROLR WR FOLPDWH UHODWHG SK\VLFDO ULVNV [ 1RW PDWHULDO
(656 ( D '"LVDJJUHJDWLRQ RI PRQHWDU\ DPRXQWYV E\ DFXWH DQG FKURQLF SK\VLFDO ULVN 1RW PDWHULDO
(656 ( F /REFDWLRQ RI VLJQLILFDQW DVVHWY DW PDWHULDO SK\VLFDO ULVN [ 1RW PDWHULDO
(656 ( F %UHDNGRZQ RI WKH FDUU\LQJ YDOXH RI LWV UHDO HVWDWH DVVHWY E\ HQHUJ\[HIILFLHQF\ FODVVHV 1RW PDWHULDO
(656 ( "HJUHH RI H[SRVXUH Rl WKH SRUWIROLR WR FOLPDWH UHODWHG RSSRUWXQLWLHV [ 1RW PDWHULDO
(656 ( $PRXQW RI HDFK SROOXWDQW OLVWHG LQ $QQH[ ,, Rl WKH ( 3575 5HUXODWLRQ HPLWWHG WR DLU ZDWHU DQG VRLOLRW PDWHULDO

$QQXDO 5HSRUW



ODQDJHPHQW V$58SIREBWFHY IRU WKH 6XVWDDWDESRILQMW 6 WDRWPHRWEWU (8 OHJLVODWLRQ

%HQFKPDUN

'LVFORVXUH 5HJXODWLRQ@8 &OLPDWHOUDWHULDO 1RW

UHTXLUHPHQWWD SRLQW 6)'5 UHIHUH@EEBODU UHUHUHHWQHF®FH UHIHUHQFH PDWHULDO

(656 ( '‘DWHU DQG PDULQH UHVRXUFHV [ 1RW PDWHULDO

(656 ( '"HGLFDWHG SROLF\ [ 1RW PDWHULDO

(656 ( 6XVWDLQDEOH RFHDQV DQG VHDV [ 1RW PDWHULDO

(656 ( F 7RWDO ZDWHU UHF\FOHG DQG UHXVHG [ 1RW PDWHULDO

(656 ( 7RWDO ZDWHU FRQVXPSWLRQ LQ P SHU QHW UHYHQXH RQ RZQ RSHUDWLRQV 1RW PDWHULDO

(656 ,52 (D L %LRGLYHUVLW\ VHQVLWLYH DUHDV [ 1RW PDWHULDO

(656 ,52 ( E /DQG LPSDFWYV [ 1RW PDWHULDO

(656 ,52 ( F 7KUHDWHQHG VSHFLHV [ 1RW PDWHULDO

(656 ( E 6XVWDLQDEOH ODQG DJULFXOWXUH SUDFWLFHV RU SROLFLHV 1RW PDWHULDO

(656 ( F 6XVWDLQDEOH RFHDQV VHDV SUDFWLFHY RU SROLFLHV [ 1RW PDWHULDO

(656 ( G 3ROLFLHY WR DGGUHVYV GHIRUHVWDWLRQ [ 1RW PDWHULDO

(656 ( G 1RQ UHF\FOHG ZDVWH [ 3DJH

(656 ( +D]DUGRXV ZDVWH DQG UDGLRDFWLYH ZDVWH [ 3DJH

(656 6%0 61 5LVN RI LQFLGHQWV Rl IRUFHG ODERXU [ 1RW PDWHULDO

(656 6%0 6J 5LVN RI LQFLGHQWV RI FKLOG ODERXU [ 1RW PDWHULDO

(656 6 +XPDQ ULJKWV SROLF\ FRPPLWPHQWYV [ 3DJH

(656 6 6XVWDLQDELOLW\ GXH GLOLJHQFH SROLFLHV RQ LVVXHV DGGUHVVHG E\ WKH IXQGDPHQWDQ ,QWHUQDWLRQDO /DERY2YIDQLVDWLRQ
&RQYHQWLRQV WR

(656 6 3URFHVVHYV DQG PHDVXUHVY IRU SUHYHQWLQJ WUDIILFNLQJ LQ KXPDR EHLQJV 1RW PDWHULDO

(656 6 ‘RUNSODFH DFFLGHQW SUHYHQWLRQ SROLF\ RU PDQDJHPHQW V\VWHP 3DJH

(656 6 F *ULHYDQFH FRPSODLQWY KDQGOLQJ PHFKDQLVPV [ 3DJH

(656 6 E F1XPEHU RI IDWDOLWLHY DQG QXPEHU DQG UDWH RI ZRUN UHODWHG [DFFLGHQWYV [ 3DJH

(656 6 H 1XPEHU RI GD\V ORVW WR LQMXULHV DFFLGHQWYVY IDWDOLWLHY RU[LOOQHVV 3DJH

(656 6 D 8QDGMXVWHG JHQGHU SD\ JDS [ [ 3DJH

(656 6 E ([HFXWLYH &(2 SD\ UDWLR [ 3DJH

$QQXDO 5HSRUW



ODQDJHPHQW V$58SIREBWFHY IRU WKH 6XVWDDWDESRILQMW 6 WDRWPHRWEWU (8 OHJLVODWLRQ

%HQFKPDUN

'LVFORVXUH 5HJXODWLR® &OLPDWH /DZ

UHTXLUHPHQWWD SRLQW 6)'5 UHIHUBQP®WDU UHIHHUHFHFHJHIHUHQFHODWHULDO 1RW PDWH

(656 6 D ,QFLGHQWV Rl GLVFULPLQDWLRQ [ 1RW PDWHULDO

(656 6 D 1RQ UHVSHFW RI 81*3V RQ %XVLQHVV DQG +XPDQ 5LJKWV DQG 2(&' fXLGHOLQHV [ 1RW PDWHULDO

(656 6%0 6E 6LIJQLILFDQW ULVN RI FKLOG ODERXU RU IRUFHG ODERXU LQ WKH YDOXH FKDLQ 3DJH

(656 6 +XPDQ ULJKWV SROLF\ FRPPLWPHQWYV [ 3DJH

(656 6 3ROLFLHV UHODWHG WR YDOXH FKDLQ ZRUNHUV [ 3DJH

(656 6 1RQ UHVSHFW RI 81*3V RQ %XVLQHVV DQG +XPDQ 5LJKWV SULQFLSOHYV DQG 2(&' JXLGHOLQHYV 3DJH

(656 6 6XVWDLQDELOLW\ GXH GLOLJHQFH SROLFLHV RQ LVVXHV DGGUHVVHG E\ WKH IXQGDPHQWDO ,QWHUQDWLRQDO /BERY 2UJDQLVDWLRQ
&RQYHQWLRQV WR

(656 6 +XPDQ ULJKWV LVVXHV DQG LQFLGHQWY FRQQHFWHG WR LWV XSVWUHDP DQG GRZQVWUHDP YDOXH FKDLQ 3DJH

(656 6 +XPDQ ULJKWV SROLF\ FRPPLWPHQWYV [ 1RW PDWHULDO

(656 6 1RQ UHVSHFW RI 81*3V RQ %XVLQHVV DQG +XPDQ 5LJKWV ,/2 SULQALSOHV RU 2(&' JXLGHOLQHV 1RW PDWHULDO

(656 6 +XPDQ ULJKWV LVVXHV DQG LQFLGHQWYV [ 1RW PDWHULDO

(656 6 3ROLFLHV UHODWHG WR FRQVXPHUV DQG HQG XVHUV [ 3DJH

(656 6 1RQ UHVSHFW RI 81*3V RQ %XVLQHVV DQG +XPDQ 5LJKWV DQG 2(&" JXLGHOLQHYV [ 3DJH

(656 6 +XPDQ ULJKWV LVVXHV DQG LQFLGHQWYV [ 3DJH

(656 * E 8QLWHG 1DWLRQV &RQYHQWLRQ DJDLQVW &RUUXSWLRQ [ 1RW PDWHULDO

(656 * G 3URWHFWLRQ Rl ZKLVWOHEORZHUV [ 1RW PDWHULDO

(656 * D )LQHV IRU YLRODWLRQ RI DQWL FRUUXSWLRQ DQG DQWL EULEHU\ OpZV [ 1RW PDWHULDO

(656 * E 6WDQGDUGV RI DQWL FRUUXSWLRQ DQG DQWL EULEHU\ [ 1RW PDWHULDO

$QQXDO 5HSRUW



&RQVROLGDWHG
ILODQFLDO
VWDWHPHQWV

. 8QQXDO 5HSRU



7KH )LQDQFLDO GVRIIW HBPH QW H_ B W DVD H\P\M QW HRR

ERPSUHKHQVLYH LQFRPH

6WDWHPHQW RI FREOSFRPHHQVLYH

2FWREH&®HSWHPEHU

'.. PLOOLRQ 1IRWH

'.. PLOOLRQ 1IRWH

,QFRPH VWDWHPHQW
5HYHQXH
BURGXFWLRQ FRVW

*URVV SURILW

'LVWULEXWLRQ FRVWYV
$GPLQLVWUDWLYH H[SHQVHYV
5HVHDUFK DQG GHYHORSPHQW FRVWYV
2WKHU RSHUDWLQJ LQFRPH

2WKHU RSHUDWLQJ H[SHQVHYV

6WDWHPHQW RI FRPSUHKHQVLYH LQFRPH
1HW SURILW IRU WKH \HDU

2WKHU FRPSUHKHQVLYH LQFRPH
5HPHDVXUHPHQWYV RI GHILQHG EHQHILW SODQV
7D[ RQ UHPHDVXUHPHQWYV RI GHILQHG EHQHILW SODQV

,WHPV WKDW ZLOO QRW EH UHFODVVLILHG WR WKH LQFRPH VWDWHPHQW

2SHUDWLQJ SURILW (%,7 EHIRUH VSHFLDO LWHPYV
6SHFLDO LWHPYV

2SHUDWLQJ SURILW (%,7
JLQDQFLDO LQFRPH
JLQDQFLDO H[SHQVHV

9DOXH DGMXVWPHQW RI FXUUHQF\ KHGJLQJ
5HF\FOH WKURXJK WKH LQFRPH VWDWHPHQW
7D[ HITHFW RI KHGJLQJ

&XUUHQF\ DGMXVWPHQW RI RSHQLQJ EDODQFHYVY DQG RWKHU YDOXH DGMXVWPH
UHODWLQJ WR VXEVLGLDULHV

7D[ HIITHFW RI FXUUHQF\ DGMXVWPHQW DVVHWYVY LQ IRUHLJQ FXUUHQF\

,WHPV WKDW PD\ EH UHFODVVLILHG WR LQFRPH VWDWHPHQW

SURILW EHIRUH WD]
7D[ RQ SURILW IRU WKH SHULRG

7TRWDO RWKHU FRPSUHKHQVLYH LQFRPH

1HW SURILW IRU WKH \HDU

7TRWDO FRPSUHKHQVLYH LQFRPH

(DUQLQJV SHU VKDUH (36
(DUQLQJV SHU VKDUH (36 GLOXWHG

$QQXDO 5HSRUW



7KH )LQDQFLDO GVMRMWHPHQ WW H ¢ ®W.DW HPWH QWHRIHEDW\K IORZ

6WDWHPHDRDWCR Z

2FWREH&®HSWHPEHU

‘.. PLOOLRQ 1RWH ‘.. PLOOLRQ 1RWH
&DVK IORZ VWDWHPHQW "'LYLGHQG WR VKDUHKROGHUV

2SHUDWLQJ SURILW 6DOH RI WUHDVXU\ VKDUHY DQG ORVV RQ H[HUFLVHG RSWLRQV
$PRUWLVDWLRQ JLODQFLQJ IURP VKDUHKROGHUV

'"HSUHFLDWLRQ 5HSD\PHQW RI OHDVH OLDELOLWLHV

$GMXVWPHQW IRU RWKHU QRQ FDVK RSHUDWLQJ LWHPV 6HWWOHPHQW RI LVVXHG ERQGV

&KDQJHV LQ ZRUNLQJ FDSLWDO JLODQFLQJ WKURXJK GHEW IXQGLQJ

,OWHUHVW UHFHLYHG HWF ORYHPHQWY RQ FUHGLW IDFLOLWLHYV

,OQWHUHVW SDLG HWF &DVK IORZV IURP ILQDQFLQJ DFWLYLWLHV

,QFRPH WD[ SDLG

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHV 1HW FDVK IORZV

,OQOYHVWPHQWY LQ LQWDQJLEOH DVVHWYV

,QYHVWPHQWYV LQ ODQG DQG EXLOGLQJV &DVK DQG FDVK HTXLYDOHQWY DW 2FWREHU

,QYHVWPHQWY LQ SODQW DQG PDFKLQHU\ DQG RWKHU IL[WXUHV DQG ILWWLRWHLJQ H[FKDQJH YDOXH DGMXVWPHQWYV

WRROV DQG HTXLSPHQW &DVK DQG FDVK HTXLYDOHQWY GLVSRVHG RSHUDWLRQYV
,QYHVWPHQWY LQ SURSHUW\ SODQW DQG HTXLSPHQW XQGHU FRQVWUXFWLRAW FDVK IORZV

BURSHUW\ SODQW DQG HTXLSPHQW VROG &DVK DQG FDVK HTXLYDOHQWV DW  6HSWHPEHU

,QYHVWPHQW LQ RWKHU LQYHVWPHQWYV
"LYHVWPHQW

&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHV

JUHH FDVK IORZ

$QQXDO 5HSRUW



7KH )LQDQFLDO GVRIIW HBPH QW H_

0 FY% D O DVQIF B\WHKFH-HWY

$VVHWYV

$W 6HSWHPEHU

'.. PLOOLRQ

1IRWH

(TXLW\ DQG OLDELOLWLHYV

$W 6HSWHPEHU

. PLOOLRQ 1RWH

,QWDQJLEOH DVVHWYV
3URSHUW\ SODQW DQG HTXLSPHQW
5LIKW RI XVH DVVHWYV

2WKHU HTXLW\ LQYHVWPHQWYV
'"HIHUUHG WD[ DVVHW

,QFRPH WD]

2WKHU UHFHLYDEOHYV

6KDUH FDSLWDO
&XUUHQF\ WUDQVODWLRQ UHVHUYH
5HVHUYH IRU KHGJLQJ

3URSRVHG RUGLQDU\ GLYLGHQG IRU WKH \HDU
5HWDLQHG HDUQLQJV

(TXLW\

1RQ FXUUHQW DVVHWYV

L, QYHQWRULHYV
7UDGH UHFHLYDEOHYV

,QFRPH WD]

2WKHU UHFHLYDEOHYV
3UHSD\PHQWYV

&DVK DQG FDVK HTXLYDOHQWYV

&XUUHQW DVVHWYV

3URYLVLRQV IRU SHQVLRQV DQG VLPLODU OLDELOLWLHV
'"HIHUUHG WD[ OLDELOLW\

2WKHU SURYLVLRQV

%RQGV

2WKHU FUHGLW LQVWLWXWLRQV

,QFRPH WD]

2WKHU SD\DEOHYV

/HDVH OLDELOLWLHV

3UHSD\PHQWYV

$VVHWYV

1RQ FXUUHQW OLDELOLWLHYV

BURYLVLRQV IRU SHQVLRQV DQG VLPLODU OLDELOLWLHYV
2WKHU SURYLVLRQV

2WKHU FUHGLW LQVWLWXWLRQV

7UDGH SD\DEOHV

,QFRPH WD]

2WKHU SD\DEOHV

/HDVH OLDELOLWLHYV

BUHSD\PHQWYV

&XUUHQW OLDELOLWLHYV

(TXLW\ DQG OLDELOLWLHYV

$QQXDO 5HSRUW



7KH )LQDQFLDO GVRIIW HBPH QW H_ B WDV HPWM QWHRIHEKD\Q JHY LQ HTXLW\

BWDWHPHQW RI FKD @XM\ HQ W TXDW\

$W 6HSWHPEHU

6KDUH FDSLWDO 5HVHUYHV

&XUUHQF\ BURSRVHGHWDLQHG
'.. PLOOLRQ $ VKDUHV% VKDUKMNDQVODWHHR&ILQJ GLYLGHQBDUQLQJV 7RWDO

(TXLW\ DW 2FWREHU

1HW SURILW IRU WKH \HDU

2WKHU FRPSUHKHQVLYH LQFRPH

7TRWDO FRPSUHKHQVLYH LQFRPH

6DOH RI WUHDVXU\ VKDUHY DQG ORVV RQ H[HUFLVHG RSWLRQV
6KDUH EDVHG SD\PHQW

7D RQ VKDUH EDVHG SD\PHQW HWF

,QWHULP GLYLGHQG SDLG RXW LQ UHVSHFW RI
'LYLGHQG SDLG RXW LQ UHVSHFW RI
7TUDQVDFWLRQV ZLWK VKDUHKROGHUYV

(TXLW\ DW 6HSWHPEHU

$QQXDO 5HSRUW



7KH )LQDQFLDO GVRIIW HBPH QW H_ B WDV HPWM QWHRIHEKD\Q JHY LQ HTXLW\

6WDWHPHQW RI FKDQJHV LQ HTXLW\ ODVW \HDU

$W 6HSWHPEHU

6KDUH FDSLWDO 5HVHUYHV

&XUUHQF\ BURSRVHGHWDLQHG
'.. PLOOLRQ $ VKDUHV% VKDUKMNDQVODWHHR&ILQJ GLYLGHQBDUQLQJV 7RWDO

(TXLW\ DW 2FWREHU

1HW SURILW IRU WKH \HDU

2WKHU FRPSUHKHQVLYH LQFRPH

7TRWDO FRPSUHKHQVLYH LQFRPH

6DOH RI WUHDVXU\ VKDUHY DQG ORVV RQ H[HUFLVHG RSWLRQV
6KDUH EDVHG SD\PHQW

7D RQ VKDUH EDVHG SD\PHQW HWF

,QWHULP GLYLGHQG SDLG RXW LQ UHVSHFW RI
'LYLGHQG SDLG RXW LQ UHVSHFW RI
7TUDQVDFWLRQV ZLWK VKDUHKROGHUYV

(TXLW\ DW 6HSWHPEHU

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

IJLVWQRWH YV

H\ DFFRXQWILQJ SROLFLHV &DVK IORZV DQG FUHGLW IDFLOLWLHYV
%DVILV RI SUHSDUDWLRQ BSHFILILFDWIRQV RI FDVK IORZ IURP RSHUDWLQJ DQG
&KDQIHV LQ DFFRXQWLQJ SROLFLHV IMNOQDQFLQIT DFWLYLWLHV
*HQHUDO DFFRXQWLQJ SROLFLHV &DVK DQG FDVK HTXLYDOHQWYV

AURILW DQG ORVV SWKHU GLYVFORVXUHV
EHYHQXH DQG VHIPHQW LQIRUPDWLRQ AXEOLF JUDQWYV
BWDII FRVWV RRQWILQIHQW OILDFLOLWLHY DQG JXDUDQWHHV
BSHFILDO LWHPV EHPXQHUDWIRQ RI WKH %RDUG RI 'LUHFWRUV DQG
YLOQDQFILDO LQFRPH DQG H[SHQVHYV (THEXWILYH 0ODQDJHPHQW
QFRPH WD[HV EHODWHG SDUW\ WUDQVDFWLRQV
(DUQLQJIV SHU VKDUH (36 YHHV WR DXGILWRUV DSSRLQWHG E\ WKH $QQXDO
"LYLGHQG SHU VKDUH *HQHUDO OHHWLQJ

(YHQWY RFFEXUULQJI DIWHU WKH EDODQFH VKHHW GDWH
$VVHWV DQG OLDELOLWLHYV &RPSDQ\ RYHUYLHZ
L QWDQJILEOH DVVHWYV "HILQLWIRQV RI NH\ UDWLRYV

RAURSHUW\ SODQW DQG HTXLSPHQW
5LIKW RI XVVH DVVHWYV

JQOYHQWRULHV

7ZUDGH UHFHILYDFOHV DQG RWKHU UHFHLYDEOHV
AKDUH RSWLRQV

RURYILVIRQV IR SHQVIRQV DQG VLPLODU REOLJDWLRQV
2WKHI SURYLVLRQV

RUHGIW L QVWLWXWLRQV

YIQDQFEILDO LQVWUXPHQWY E\ FDWHJRU\
YIQDQFILDO ULVNV

'"HULYDWILYH ILQDQFLDO LQVWUXPHQWYV

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

ODQDJHPHQW KDV PDGH VLJQLILFDQW DFFRXQWLQJ HVWLPDWHY DQG MXGJH|
%DVLYURISDUDWLRQ DUHDV
7TKH FRQVROLGDWHG ILOQDQFLDOKDWBWHRAROQSNVWHEMWHG LQ DFFRUGDQFH ZLWI 5LVN RI LPSDEW
6WDQGDUGY DV DGRSWHG E\ WKH (8 DQG DGGLWLRQDO GLVFORVXUH UHTXLL DQG GHJUHH RI
$FW IRU &0ODVV ' FRPSDQLHYV $UHD (VWLPDWH MXGIJHPHQRWH HVWLPDWLRQ

*
*HOHUDO LQIRUPDWLRQ RRGZLOO DQG RWKHU LQWDQJLEDWLPOWHNYQG MXGJIJHPHQW e

7KH ILODQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG RQ WKH EDVLV RI WKH  $FTXLVLWLRQV RI EXVLQHVVHV (VWLPDWH DQG MXGJIHPHQW o0
ILQDQFLDO DVVHWY DQG OLDELOLWLHY DUH PHDVXUHG DW IDLU YDOXH B6XE ,QYHQWRULHV (VWLPDWH ® /
DUH PHDVXUHG DV GHVFULEHG EHORZ LQ UHVSHFW RI HDFK LQGLYLGXDO LW '"HIHUUHG WD[ DVVHWYV DQG XQFHVW DRDWHDD G® WLX\ALFHP\H Q W W )
6LIJQLILFDQW HVWLPDWHY DQG MXGJHPHQWYV 2WKHU SURYLVLRQV (VWLPDWH [

,Q FROQQHFWLRQ ZLWK DSSOLFDWLRQ RI WKH DFFRXQWLQJ SROLFLHV GHVFU.
HVYWLPDWHY DQG MXGJHPHQWY LQ UHVSHFW RI WKH DFFRXQWLQJ LWHPV )XUWKHU ODQDJHPHQW PDNH MXGJHPHQWY RQ WKH UHSRUWHG
DPRXQWYV RI DVVHWY OLDELOLWLHVY QHW VDOHV H[SHQVHV DQG UHODWHGOQE\}JWVQUA\}'Fﬁ}%%FH\}J\}o/LDPLWAV DQG DVVXPSWLRQV DSSOLHG DUH

EDVHG RQ KLVWRULFDO H[SHULHQFH DQG RWKHU IDFWRUV WKDW 0DQDJHPHBRRPRETIEMWUSPYHBRRBIDEBH £ it Wk?&l—*ﬁ?’\%w&:ﬁﬁ@/ LRERFPH DQRG HISHQV
ZKLFK DUH LOKHUHQWO\ XQFHUWDLQ DQG XQSUHGLFWDEOH 6XFK DVVXPswERM! BHYWHYPYERE SRR TR L%BHH:(U QGD%lGUHFW FRVWY DUH EDVHG RQ SD

XQH[SHFWHG HYHQWYV RU FLUFXPVWDQFHV PD\ DULVH ,Q DGGLWLRQ WKH FRPEDON FERIERMER WRFUT DRV HHG 26THHUWE HoW RAY WREBEWPHEY

FDXVH DFWXDO RXWFRPHV WR GHYLDWH IURP WKHVH HVWLPDWHV &OLPDWH UHODWHG ULVNV

W PD\ EH QHFHVVDU\ WR FKDQJH SUHYLRXV HVWLPDWHYV DV D UHVXOW RI FRBERHP RRMWHKH TG X B SWY R A RNV ZRY ¥R A R W S o E WiswiAF PDWH FKDQJH ,Q SU
ZHUH EDVHG RU GXH WR QHZ LQIRUPDWLRQ RU VXEVHTXHOW HYHQWYV PDQDJHPHQW KDV FRQVLGHUHG WKH LPSDFW RI FOLPDWH FKDQJH :KLOF
GRLQJ EXVLQHVV PDQDJHPHQW GRHV QRW FRQVLGHU VXVWDLQDELOLW\ WDUJH

$ IXUWKHU GHVFULSWLRQ Rl WKH SULQFLSDO DFFRXQWLQJ HVWLPDWHV DQGR Y XEKH RHFERW X W LDYRIE HEDMRH W ok & HIHEIR@W RRWEN QVLVWHOW ZLWK WKH T
KDYH VLIQLILFDQW LPSDFW RQ WKH *URXS V IXWXUH FDVK IORZV WKH FDUU\LQ
DVVHVVPHQW

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH 1RWH
&KDQJHV LQ DFFRXQWLQJ SROLFLHV *HQHUDO DFFRXQWLQJ SROLFLHV

(I"THFWLYH IURP WIKIWDQFLDO \HDU WKH &RORSODVW *URXS KDV LPSOHPHQWHG DOO QHZ XSGDWHG RU DPHQGHG ,)56

SFFRXQWLQJ 6WDQGDUGY DQG LOQWHUSUHWDWLRQV ,)56V DV LVVXHG E\ WKH L¥s %HFEWE R S\F B ERSHHEB \éR“?/\P@-PksRWKleD'LBﬁDI—Q%P\K/'E'?P%QW'-QJ SROLFLHV [
IRU WKH ILODQFLDO \HDU GHVFULSWLRQ RI WKH DFFRXQWLQJ SROLFLHV DSSOLHG DQG WKH HVWLPDWHYV |

UHOHYDQW QRWHV VXFK WKDW DOO LQIRUPDWLRQ DERXW D VSHFLILF DFFRXQV
&RORSODVW KDV LPSOHPHQWHG WKH DPHQGPHQWY WR ,$6 3UHVHQWDWLRQ RI )LQDQFLDO 6WDWHPHQWY &ODVVLILFDWLRQ RI

/LDELOLWLHV DV &XUUHQW RU 1RQ FXUUHQW DQG ,)56 /HDVHV 7KH DPHQARYHW 8 FXBRMREDbYH D PDWHULDO LPSDFW RQ

UHFRJQLWLRQ RU PHDVXUHPHQW 7KH ILQDQFLDO VWDWHPHQW LWHPV RI LQGLYLGXDO *URXS HQWLWLHY DUH PHD
HQYLUR ZKLEFK WKH H WLW\ RSHUDWHY. IXQFWLRQDO FXUUHQF\ 7KH

7KH LPSOHPHQWDWLRQ RI QHZ XSGDWHG RU DPHQGHG ,)56 $FFRXQWLQJ 6WDQGDUG WHUSUHWDWL 56V D G &
DQLVK N .. ZKLEFK LV WK IX LRQDO DQG SUHVHQWDWLRQ FXUU

GLG QRW LQ DOO PDWHULDO UHVSHFWV DIIHFW WKH ILQDQFLDO VWDWHPHIQRQVLGHUHG IRUHLJQ FXUUHQFLHV

1HZ ILQDQFLDO UHSRUWLQJ VWDQGDUGY WR EH DGRSWHG
7UDQVODWLRQ RI IRUHLJQ FXUUHQFLHYV

1HZ DQG DPHQGHG VWDQGDUGYV DUH LPSOHPHQWHG ZKHQ WDNLQJ HIIHFW b oyDFWLRQV GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHY DUH WUDQVODWHG LQ
UDWH SUHYDLOLQJ DWWKH WUDQVDFWLRQ GD

,Q $SULO WKH ,$6% LVVXHG ,)56 ZKLFK UHSODFHV ,$6 ,)56 LQWURGXFHV DPRQJVW RWKHU QHZ UHTXLUHPHQWYV IRU
SUHVHQWDWLRQ ZLWKLQ WKH VWDWHPHQW RI SURILW DQG ORVV DQG GLVFIRARULYUR ILMFFPYIGHRBRWLEAWRBEAGD @HUBRVAHULFRFPH PHERY KW WUH WUDQVODWHG L
7KH VWDQGDUG ZLOO EH HIIHFWLYH IURP WKH ILQDQFLDO \HDU 7KH * USRS H V( [EXPRH § WS\ M2ZRYWA -HQ WWR DLLEHY & @ L 1R\ &Vdk i posd FWAH Q FH EHWZHHQ H[FKDC

WKH DPHQGPHQWY ZLOO KDYH RQ WKH SULPDU\ ILQDQFLDO VWDWHPHQWYV DBRBWFRAWHW WKHVKHDQRYBHWLRE \BW B HPIHRRRAH WRH\3dMHRYeDUH UHFRIQLVHG LQ
LV H{YSHFWHG WR FKDQJH WKH SUHVHQWDWLRQ RI WKH ,QFRPH VWDWHPHQWHD®EQW R Ve LUIIFKPHRIW LB H E H @ZHY QURE U PR RAH WIRWY kR ¥HHPDWKBW LV LOQFOXGHG
DFWLYLWLHY LQYHVWPHQW DFWLYLWLHY DQG ILQDQFLQJ DFWLYLWLHV ,)s5RSHUDWLRAQV /RO EHEFRIBLWIR 6O &R W KWHORRFAIWHKERW LY1H bRERWHFKD QI H
DQ\ DFFRXQWLQJ SROLFLHV RQ UHFRJQLWLRQ DQG PHDVXUHPHQW KHQFH LW ZLOO QRW FKDQJH UHSRUWHG QHW UHVXOWYV

2Q WUDQVODWLRQ RI HQWLWLHV ZLWK D IXQFWLRQDO FXUUHQF\ RWKHU WKDQ

5HSRUWLQJ VWDQGDUGY RU LQWHUSUHWDWLRQV ZKLFK DUH QRW DGRSWHG HFHK@IHB KDWHVQRW WKHQEDBSSQFHGYKG VK IGP WH Qx®@® WU WYWDWHPHQW LW
WUDQVDFWLRQ GDWH 7KH UHWROW LU HH WFKIDIDQ HG D G MKW &\PWR RWKHU FRPSUHK

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH _ FRQWLQXHG

7KH $UJHQWLQLDQ HFRQRP\ KDV EHHQ FRQVLGHUHG D K\SHULQIODWLRQ HFR&RPKRQMOMAUNDWILRRP IRWKXDORQ HOWRPRUGY B FARQWIKHWVY RI WKH IDLU YDOXH RI W
*URXS V $UJHQWLQLDQ VXEVLGLDU\ LV UHFRJQLVHG LQ DFFRUGDQFH ZLWK ,$BUW RAHMKXEFRQYVYDOH VD W BQFLYD & RAQWHLYRH PRGMR/QZ KWHXUH HYHQWYV VXFK SDU
LQIODWLRQ DGMXVWHG DW D UHWDLO SULFH L QRKUFHF WHDR/RIPEHUJ S U LLRU DFR XUVERILQRQV LRRV WY GLUHFWO\ DWWULEXWDEOH WR EXVLQHVV FRPELQDWLRQ
LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY 7KH DGMXVWPHQW RI WRSHERNIRO FWHIPRI ZHQA RQFKUWUIMGE LV UHFRIJQLVHG LQ FXUUHQF\

WUDQVODWLRQ LQ HTXLW\ 7KH LQFRPH VWDWHPHQW DQG WKH EDODQFH VKI—H—IWDVHWE%I—II'L?HO\HMII—H'RSLB%V%H&I II{)'IQ'P)Q_FLJ'I—P& LVC¥Y-|EE)V\W—'_ Hé}% E?I)L{/HVHWV OLDEL
LQFHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DW WKH HIFKDQIHPAWH RERIOWE! P ¥ FPCATTWHE BW GRWEEWR KT S8 Lwire wkH F

FRQVLGHUDWLRQ DUH DGMXVWHG XQWLO XS WR PRQWKY DIWHU WKH GDWH R

&RQVROLGDWLRQ DQG EXVLQHVV FRPELQDWLRQV *RRGZLOO DULVLQJ LQ FRQQHFWLRQ ZLWK WKH DFTXLVLWLRQ RI VXEVLGLDULH)

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV FRPSULVH WKH ILQDQFLDO VHADMARAH QA W R &RORROREWWHEG W G §PIUHR WWREBPROWIREQG WHVYWHG DQQX
HQWHUSULVHV VXEVLGLDULHV FRQWUROOHG E\ WKH SDUHQW FRPSDQ\ 7KH SDUHQW FRPSDQ\ LV FRQVLGHUHG WR H[HUFLVH FRQWURO

ZKHQ LW KDV SRZHU RYHU WKH UHOHYDQW DFWLYLWLHV RI WKH HOWHUsULVYE YN WERERM ¢ bYW ikwv WR D YDULDEOH UHWXUQ IURP WKH

LQYHVWPHQW DQG KDV WKH DELOLW\ WR DIIHFW WKRVH UHWXUQV WKURXJKIBYWRWREQH VHFXULWLHYV DUH SDUW RI D SRUWIROLR ZKLFK LV PDQDJHG DQG
GDWH $GMXVWPHQWYV WR IDLU YDOXH LV UHFRJQLVHG WKURXJK SURILW RU OR"
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHSDUHG E\ DJJUHJDWLQJ WKH ILQDQFLDO VWDWHPHQWY RI WKH SDUHQW FRPSDQ\

DQG WKH LQGLYLGXDO VXEVLGLDULHV DOO RI ZKLFK DUH SUHSDUHG LQ DFFRRZDHH EFRUZILRE WU (R W § Ro WEDQAR FYIL BRY L LI vW KFWNROH RIERQGYV WKDV
JURXS WUDQVDFWLRQV EDODQFHV GLYLGHQGV DQG XQUHDOLVHG JDLQV DVE RRRFHQ RQ WhBS P W CPRF ERQV 2N M B WY s VR FPPBRFH VKHHW  ZKLOH D

DUH HOLPLQDWHG UHFRJQLVHG DV UHSR GHEW 5HWXUQV RQ VXFK ERQGY DUH UHFRJQLVHG XQGH

(QWHUSULVHV ZKLFK DUH QRW VXEVLGLDULHV EXW LQ ZKLFK WKH *URXS KREBAK BRREHOVRWHPRIQWKH YRWLQJ ULIKWV RU RWKHUZLVH
H[HUFLVH D VLJQLILFDQW LQIOXHQFH DUH UHJDUGHG DV DVVRFLDWHV 7KH™SRZXEQAVEOkERWMACRDBWH! QR B VHVRWHFHRY6 LAMHE 5 B31VodUBiYE QWHG DFFRUGLQ

ORVVHV RQ WUDQVDFWLRQV EHWZHHQ WKH &RORSODVW *URXS DQG DVVRFLDWAIPVRRBEAUPHIWQPE LQRYHVWLQJ DQG ILQDQFLQJ DFWLYLWLHV DV ZHOO DV W
EHJLQQLQJ DQG HQG RI WKH \HDU &DVK DQG FDVK HTXLYDOHQWY FRPSULVH FD

(QWHUSULVHV UHFHQWO\ DFTXLUHG RU GLYHVWHG DUH LQFOXGHG LQ WKH FRAQYRPLGOML R R AU W Kk BUWR 6 HHR i itk W K B & RARSOPYNY GUVRXSE XQGHU LQY
KDV FRQWURO RI WKH HQWHUSULVH &RPSDUDWLYH ILJXUHV DUH QRW UHVWDWHG WR UHIOHFW DFTXLVLWLRQV

$FTXLVLWLRQV DUH DFFRXQWHG IRU XVLQJ WKH DFTXLVLWLRQ PHWKRG DFFRUGLQJ WR ZKLFK WKH DVVHWV DQG OLDELOLWLHY DQG
FRQWLQJHQW OLDELOLWLHYV RI HQWHUSULVHYV DFTXLUHG DUH PHDVXUHG DW IDLU YDOXH DW WKH GDWH RI DFTXLVLWLRQ

*RRGZLOO RQ WKH DFTXLVLWLRQ RI VXEVLGLDULHY RU DVVRFLDWHV LV FDOFXODWHG DV WKH GLIIHUHQFH EHWZHHQ WKH IDLU YDOXH RI WKH
FRQVLGHUDWLRQ DQG WKH IDLU YDOXH RI WKH *URXS FRPSDQLHY SURSRUWLRQDWH VKDUH RI LGHQWLILDEOH DVVHWY OHVV OLDELOLWLHV DQG
FRQWLQJHQW OLDELOLWLHYVY DW WKH GDWH RI DFTXLVLWLRQ

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH FRQWLQXHG

5HSRUWLQJ XQGHU WKH (6() 5GHIXODWLRQ
7KH &RPPLVVLRQ 'HOHJDWHG 5HJXODWLRQ (8
KDV LQWURGXFHG D VLQJOH HOHFWURQLF UHSRUWLQJ IRUPDW IRU WKH DQC
WKH (8 UHJXODWHG PDUNHWYV

7KH (6() 5HIXODWLRQ VHWYV RXW WKH IROORZLQJ PDLQ UHTXLUHPHQWYV ,
ILQDQFLDO UHSRUWYV XVLQJ WKH ;+70/ IRUPDW DQG LVVXHUV WKDW GUD.
VWDWHPHQWY LQ DFFRUGDQFH ZLWK ,)56 DV HQGRUVHG E\ WKH (8 VKDOO W
LQOLQH H;WHQVLEOH %XVLQHVY 5HSRUWLQJ /DQJXDJH L;%5/ DQG ZLWK HII
QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

7KH FRPELQDWLRQ RI WKH ;+70/ IRUPDW ZLWK WKH L:%5/ WDJV PDNHV WKH I
DQG PDFKLQH UHDGDEOH WKXV HQKDQFLQJ DFFHVVLELOLW\ DQDO\VLV DQC
DQQXDO ILQDQFLDO UHSRUWYV

L;%5/ WDJV VKDOO FRPSO\ ZLWK WKH (6() WD[RQRP\
,)56 WD[RQRP\ SXEOLVKHG E\ WKH ,)56 )RXQGDWLRQ

ZKLFK LV LQFOXGHG LC

$V SDUW RI WKH WDJJLQJ SURFHVV ILQDQFLDO VWDWHPHQW OLQH LWHPV D
ILQDQFLDO VWDWHPHQW OLQH LWHP LV QRW GHILQHG LQ WKH (6() WD[RQRP
KDYH WR EH DQFKRUHG WR HOHPHQWY LQ WKH (6() WD[RQRP\ H[FHSW IRU H

7KH DQQXDO UHSRUW VXEPLWWHG WR WKH 'DQLVK )LQDQFLDO 6XSHUYLVRU\
FRQVLVWY RI WKH ;+70/ GRFXPHQW WRJHWKHU ZLWK VRPH WHFKQLFDO ILOH
&RORSODVW HQ =,3

1RWH
5HYHQXH DQG VHJPHQW LQIRUPDWLRQ

RQ W KH (XURSHDQ GLQJr\LJ /ML WIIID AL T YD IIPD N/

/e /N CLLIVARNWI DN

$FFRXQWLQJ SROLFLHV
5HYHQXH
5HYHQXH FRPSULVHV LQFRPH IURP WKH VDOH RI JRRGV DIWHU GHGXFWLRQ R
RU FDVK GLVFRXQWYV 6DOHV WUDQVDFWLRQV DUH UHFRJQLVHG LQ WKH LQFF
RI WKH JRRGV LV WUDQVIHUUHG WR WKH FXVWRPHU DQG ZKHQ WKH FRQVLG]I
IURP VDOHVY WUDQVDFWLRQV DUH PHDVXUHG DW WKH WUDQVDFWLRQ SULFH \

:LWKLQ DOO VHIPHQWY UHYHQXHVY DUH W\SLFDOO\ UHFRJQLVHG ZKHQ WKH F
([FHSWLRQV WR WKLV FRPSULVH ,QWHUYHQWLRQDO 8URORJ\ DQG %LRORJLFV
SURGXFWYV DUH JHQHUDWHG IURP FRQVLJQPHQW VDOHYV DV ZHOO DV WKH FR(
VXUJLFDO SURGXFWV ZLWKLQ ,QWHUYHQWLRQDO 8URORJ\ DUH DOZD\V DYDLC
VLIHV DQG ILWV DUH DOZD\V DYDLODEOH 5HYHQXHV IURP FRQVLJQPHQW VDC
LQ VXUJHU\ B5HYHQXHV IURP FRQWUDFW PDQXIDFWXULQJ EXVLQHVV LV UHFF
GHOLYHU\ ZKHQ WKLV FRLQFLGHV ZLWK WKH WUDQVIHU RI FRQWURO RI WKH

&RORSODVW JHQHUDWHYV PRVW RI LWV VDOHV WKURXJK GLVWULEXWRUV WKD
WKDW UHDVRQ UHTXLUH YDU\LQJ VDOHV DJUHHPHQWY &RORSODVW V GLVWU
VSHFLILF UHEDWHV ZKLFK UHTXLUH GDWD PDQDJHPHQW DQG PRQLWRULQJ R
SURGXFW OHYHO

3D\PHQW WHUPV IRU WUDGH UHFHLYDEOHV IURP FXVWRPHUV GHSHQG RQ FUF
SUDFWLFHY DQG FRQWUDFW QHIJRWLDWLRQV 3D\PHQW WHUPV IRU VRPH FXV!
FRPPHQFHV ZKHQ WKH SURGXFWV DUH VKLSSHG ZKLOH RWKHU FXVWRPHUV D
DSSURSULDWH FROODWHUDO IRU WKH SD\PHQW 3UHSD\PHQWYV IURP FXVWRP
IROORZLQJ SHULRG XSRQ VDWLVI\LQJ WKH SHUIRUPDQFH REOLJDWLRQV

9DULDEOH FRQVLGHUDWLRQV LQFOXGH YROXPH DQG SURGXFW VSHFLILF UHE
DFFXPXODWHG DQG SDLG DQQXDOO\ RU TXDUWHUO\ $FFUXDOV IRU YDULDEO
XQFHUWDLQW\ RI IXWXUH HYHQWY VXFK DV WKH H[SHFWHG YROXPH RI VDOH

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH _ FRQWLQXHG

*HRJUDSKLF LQIRUPDWLRQ
$FFRXQWLQJ SROLFLHV FROWLQXHG &RORSODVW $ 6 UHJLVWHUHG RIILFH LV VLWXDWHG LQ 'HQPDUN 1R VLQJOH FX

5HYHQXH LV PHDVXUHG DW WKH IDLU YDOXH RI WKH DJUHHG FRQVLGHUDWURZ S$b ¥ MV RRBWNY JuUDQWHG DUH UHFRJIQLVHG LQ
UHYHQXH $Q HVWLPDWH RI H[SHFWHG UHWXUQV LV DOVR UHFRJIQLVHG LQ,UHYHQXH

&RORSODVW DSSOLHY WKH SUDFWLFDO H[SHGLHQW LQ ,)56 SDUD  DVVRFHDW HED IMVRK) W K ) HEYHWDHKUAP U @ B WHL RIQQRN LAKHRMKHW D RI WKH *URXS V UHYHQXH}
VLIJQLILFDQW ILQDQFLQJ FRPSRQHQW H[LVWV IRU WUDQVDFWLRQV ZKHUH @BFWQ\%@T@R‘@WQ@; TR BRYN wkpQ PRQWKYV
IURP WKH GHOLYHU\ Rl JRRGV WUDQVIHU RI FRQWURO

$V SHUPLWWHG XQGHU ,)56 QR GLVFORVXUHYVY DUH PDGH WR WKH UHPDL)Q.JI.DQQJFﬁHUIRUPDQFH REOLJDWLRQV DW
6HSWHPEHWKDW KDYH DQ RULJLQDO H[SHFWHG GXUDWLRQ RI RQH \HDU RUHQBM&\7KHUH DUH QR PDWHULDO

SHUIRUPDQFH REOLJDWLRQV ZLWK DQ RULJLQDO H[SHFWHG GXUDWLRQ H[V\H—%W EH\RQG WKH SHULRG RI PRUH WKDQ RQH
\HDU DIWHISWHPEHU 2WKHU

7KH RSHUDWLQJ VHIJPHQWY DUH GHILQHG RQ WKH EDVLV RI WKH PRQWKO\/SHERVYWILQJ WR WKH ([HEXWLYH /HDGHUVKLS 7HDP

ZKLFK LV FRQVLGHUHG WKH FKLHI RSHUDWLQJ GHFLVLRQ PDNHU DQG W K HHBGBFRPEQWNMPY R XETREHERIFWALY s wR

ODQDJHPHQW LV EDVHG RQ ILYH RSHUDWLQJ VHIJPHQWY &KURQLF &DUH 9RIFRPUSHYVSLUDWRU\ &DUH ,QWHUYHQWLRQDO

B8URORJ\ $GYDQFHG :RXQG 'UHVVLQJV DQG %LRORJLFV ODQDJHPHQW GRHV BDRRRPHFHLYH UHSRUWLQJ RQ DVVHWYV DQG
OLDELOLWLHV E\ RSHUDWLQJ VHIPHQWY $FFRUGLQJO\ WKH RSHUDWLQJ VEKIPHPH¥»WV DUH QRW PHDVXUHG LQ WKLV UHVSHFW QRU GR

ZH DOORFDWH UHVRXUFHV RQ WKLV EDFNJURXQG 2WKHU
7RWDO
6HIJPHQWDWLRQ RI WKH LOFRPH VWDWHPHQW y 1 RQ PXUHMDWHN E\ GFOWRQFRQUAR IQMBQJEEGIDWHW SIRSHIV SBQIDQGHTXISP HIWDQGUIKWR XVHDWHV

7KH VHIJPHQW &KURQLF &DUH FRYHUV WKH VDOH Rl RVWRP\ FDUH SURGXFWV DQG FRQWLQHQFH FDUH SURGXFWVY 7KH VHIJPHQW
,QWHUYHQWLRQDO 8URORJ\ FRYHUV WKH VDOH RI XURORJLFDO SURGXFWV LQFOXGLQJ GLVSRVDEOH SURGXFWV 7KH VHIJPHQW $GYDQFHG
'RXQG 'UHVVLQJY FRYHUV WKH VDOH RI ZRXQG DQG VNLQ FDUH SURGXFWYV DQG WKH VHIJPHQW 9RLFH 5HVSLUDWRU\ &DUH FRYHUV

WKH VDOH Rl ODU\QJHFWRP\ DQG WUDFKHRVWRP\ SURGXFWV %LRORJLFV UHSUHVHQWYV D QHZ VHJPHQW FRYHULQJ WKH VDOH RI WLVVXH
EDVHG SURGXFWV 7KH VHIPHQWDWLRQ UHIOHFWY WKH VWUXFWXUH RI UHSRUWLQJ WR WKH ([HFXWLYH /HDGHUVKLS 7HDP 7KH VKDUHG

QRQ DOORFDWHG IXQFWLRQV FRPSULVHV VXSSRUW IXQFWLRQV SURGXFWLRQ XQLWVY DQG VWDII IXQFWLRQV DQG HOLPLQDWLRQV DV WKHVH
IXQFWLRQV GR QRW JHQHUDWH UHYHQXH :KLOH WKH FRVWV RI 5 ' IRU ,QWHUYHQWLRQDO 8URORJ\ 9RLFH 5HVSLUDWRU\ &DUH DQG
%LRORJLFV DUH LQFOXGHG LQ WKH VHIJPHQW RSHUDWLQJ SURILW ORVV IRU WKH UHVSHFWLYH VHIJPHQWY 5 ' DFWLYLWLHV IRU &KURQLF
&DUH DQG $GYDQFHG :RXQG 'UHVVLQJV DUH VKDUHG IXQFWLRQV ZKLFK DUH LQFOXGHG LQ VKDUHG QRQ DOORFDWHG 7KH VKDUHG

QRQ DOORFDWHG IXQFWLRQV DOVR LQFOXGH 33$ DPRUWLVDWLRQ H[SHQGLWXUHYV UHODWHG WR 9RLFH 5HVSLUDWRU\ &DUH DQG %LRORJLFV
J)LQDQFLDO LWHPY DQG LQFRPH WD[ DUH QRW DOORFDWHG WR WKH UHSRUWDEOH VHIJPHQWYV

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

IRWHFROWLQXHG

9RLFH 9RLFH
5HV ,QWHUY#BX DQFHG 5HV ,QWHUYS$HIXY DQFHG
&KURQLFPBLUDWRUWLRQDORXQG &KURQLFPBLUDWRUWLRQDORXQG

".. PLOOLRQ &DUH &DUH 8URORJIVHVVLQINRORJIJLFYRWDO '.. PLOOLRQ &DUH &DUH S8URORJVHVVLQINRORJILFYRWDO

6HIPHQW UHYHQXH 6HIPHQW UHYHQXH

2VWRP\ &DUH 2VWRP\ &DUH

&RQWLQHQFH &DUH &RQWLQHQFH &DUH

9RLFH B5HVSLUDWRU\ &DUH 9RLFH B5HVSLUDWRU\ &DUH

,QWHUYHQWLRQDO 8URORJ\ ,OQWHUYHQWLRQDO 8URORJ\

'RXQG 7LVVXH 5HSDLU :RXQG 7LVVXH 5HSDLU

(IWHUQDO UHYHQXH DV SHU WKH (IWHUQDO UHYHQXH DV SHU WKH

FRPSUHKHQVLYH LQFRPH FRPSUHKHQVLYH LQFRPH

&RVWY DOORFDWHG WR VHIJPHQW &RVWY DOORFDWHG WR VHIPHQW

6HIJPHQW RSHUDWLQJ SURILW ORVYV 6HIJPHQW RSHUDWLQJ SURILW ORVYV

6KDUHG QRQ DOORFDWHG 6KDUHG QRQ DOORFDWHG

6SHFLDO LWHPV QRW LQFOXGHG LQ VHIPHQW RSHUDWLQJ SURILW ORVV VHESHFWBO LWHPV QRW LQFOXGHG LQ VHIPHQW RSHUDWLQJ SURILW ORVV VHH Q
2SHUDWLQJ SURILW EHIRUH WD[ (%,7 DV SHU WKH 6WDWHPHQW RI FRPSUHRISGUDWHLRQFRPRHLW EHIRUH WD[ (%,7 DV SHU WKH 6WDWHPHQW RI FRPSUHKHQ
I1HW ILQDQFLDOV IHW ILQDQFLDOV

7D[ RQ SURILW ORVV IRU WKH \HDU 7D RQ SURILW ORVV IRU WKH \HDU

3URILW ORVV IRU WKH \HDU DV SHU WKH 6WDWHPHQW RI FRPSUHKHQVLYH L@®ERPHWVW ORVV IRU WKH \HDU DV SHU WKH 6WDWHPHQW RI FRPSUHKHQVLYH LQFR

ODQDJHPHQW UHWRISHAMOMWLRBROK VHIPHQW VHSDUDWHO\ DSSO\LQJ WKHLU PDUNHW
DOORFDWLQJ UHVRXUFHV RQ WKDW EDVLY 7KH PDUNHW FRQWULEXWLRQ LV GH
LQGLUHFW SURGXFWLRQ FRVWYV GLVWULEXWLRQ VDOHV DQG PDUNHWLQJ FRVV
GLUHFWO\ WR VHIPHQWY &HUWDLQ LPPDWHULDO LQGLUHFW FRVWY DUH DOORF
WKH UHSRUWLQJ VHIPHQW

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH 1RWH
6WDII FRVWYV 6SHFLDO LWHPV
PLOOLRQ

6SHFLILFDWLRQ RI VWDII FRVWY UHFRJQLVHG LQ WKH ILQDQFLDO \HDU
6DMUHY Z DI HVDQGALHARY UHP XQH.DURQY

3HQVLRQ FRVWV GHILQHG FRQWULEXWLRQ SODQV QRWH

3HQVLRQ FRVWY GHILQHG EHQHILW SODQV QRWH

2WKHU VRFLDO VHFXULW\ FRVWYV

$FFRXQWLQJ SROLFLHV
6SHFLDO LWHPV FRPSULVH PDWHULDO DPRXQWY RI D QRQ UHFXUULQJ QDWXL
GLYHVWPHQW FORVXUH RU VWUXFWXUDO FKDQJHV HWF 7KHVH LWHPV DUH ¢
FRPSDUDELOLW\ RI WKH LQFRPH VWDWHPHQW DQG WR SURYLGH D EHWWHU S

7TRWDO

,Q WKH ILOQDQFLDOWSHARLDO LWHPV FRQWDLQ H[SHQVHV UHODWHG WR LQWHJUD!
6WDII FRVWY DOORFDWHG WR IXQFWLRQV .HUHFLV [RQV 6SHFLDO LWHPV DOVR LQFOXGHV FRVW IRU VWUXFWXUDO FKDAQ.
BURGXFWLRQ FRVWYV DQG ([HFXWLYH OHDGHUVKLS WHDP VHYHUDQFH FRVWY &RVWV UHODWHG WR V!
'LVWULEXWLRQ FRVWYV XVHIXO OLIHWLPH RI DVY GXH WR VDOHV LQ WKH RQO\ ODXQFK PDUNHW 8. VL.

$GPLQLVWUDWL|IYH H[SHQVHYV
5HVHDUFK DQG GHYHORSPHQW FRVWYV
6SHFLDO|LWHPV

/DVW \HDU V VSHFLDO LWHPV FRQWDLQ H[SHQVHVY UHODWHG WR LQWHJUDWLRQ
WKH UHPDLQLQJ SURYLVLRQ IRU HDUQRXW FRQVLGHUDWLRQ UHODWHG WR .HUF

/RWDO '.. PLOOLRQ
,QWHJUDWLRQ DFWLYLWLHY UHODWLQJ WR DFTXLVLWLRQV
$YHUDJH QXPEHU RI HPSOR\HHV )7(V &RVWV UHODWHG WR VWUXFWXUDO FKDQJHV
1XPEHU RI HPSOR\HHV DW  6HSWHPEHU )7(V 6NLO &DUH GLYHVWPHQW
IXPEHU RI HPSOR\HHV DW  6HSWHPEHU KHDGFRXQW 5EHYHUVDO RI UHPDLQLQJ SURYLVLRQ IRU HDUQRXW FRQVLGHUDWLRQ UHODWHC

Y, QFXQQ) WKDIHEDVHGSD\ P HQMBHHI RWH WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV ([HFXWLYH OHDGHUVKLS WHDP VHYHUDQFH FRVWYV
| 7TKHFRP SDUVRQI LI XUHVKDVEHHQ DAWWIG\R\KRZ \VSHADOWP V 7TRWDO

6HHRWHWWKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY IRU LQIRUPDWLRQ RQ WKH ([HFXWLYH ODQDJHPHQW V DQG WKH %RDUG RI
'LUHFWRUV UHPXQHUDWLRQ

,] QRW FODVVLILHG DV 6SHFLDO LWHPV WKH FRVW ZRXOG EH FKDUJHG WR
BURGXFWLRQ FRVW

'LVWULEXWLRQ FRVWYV

$GPLQLVWUDWLYH H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW FRVWYV

2ZWKHU RSHUDWLQJ LQFRPH

7TRWDO

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
JLOQDQFLDO LQFRPH DQG H[SHQVHYV
'.. PLOOLRQ
$FFRXQWLQJ SROLFLHV JLOQDQFLDO H[SHQVHYV

JLOQDQFLDO LQFRPH DQG H[SHQVHV LQFOXGH LQWHUHVW ILQDQFLQJ FRVWOMHMSHMAYY UHDOLVHG DQG XQUHDOLVHG IRUHLJQ
H[FKDQJH DGMXVWPHQWYV JDLQV RQ QHW PRQHWDU\ LWHPV LQ K\SHULQIO®RWSRWDOLVHHFR ERPIURZLIDILBRMMWOXH DGMXVWPHQW RI
IRUZDUG FRQWUDFWYV WUDQVIHUUHG IURP RWKHU FRPSUHKHQVLYH LQFRP HQWHWHYMWO K 1B G WY WPHHMAHY ORLIDED. DK W HMMV O HG VKD UH
RSWLRQV IHHV PDUNHW YDOXH DGMXVWPHQWYV RI VHFXULWLHV DQG GLYLQMOW SHOURHERYWG RQ VKDUHV UHFRJQLVHG XQGHU

VHEXULWLHYV YDLU YDOXH DGMXVWPHQWYV RI IRUZDUG FRQWUDFWY WUDQVIHUUHG IURP RWKH
6HHRWHW WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV IRU PRUH uyRugggﬁggbmaﬁgwdﬁwﬁwgwégg§@QRMWBHQMM@NW
WUDQVIHUUHG IURP KHGJLQJ UHVHUYH +\SHULQIODWLRQDU\ DGMXVWPHQW RI QHW PRQHWDU\ SRVLWLRQ
2WKHU ILQDQFLDO H[SHQVHV DQG IHHV
7RWDO
. PLOOLRQ

JLODQFLDO LQFRPH Y 7 REAOM HWWH SHMHYDUHP HOVXUHG DWDP RUAVHG FRVW I RUILQDCH DADWHN DQG QDELDNV

,QWHUHVW LQFRPH

)DLU YDOXH DGMXVWPHQWY RI FDVK EDVHG VKDUH RSWLRQV

L, QWHUHVW KHGJHV

+\SHULQIODWLRQDU\ DGMXVWPHQW RI QHW PRQHWDU\ SRVLWLRQ
2WKHU ILQDQFLDO LQFRPH

7RWDO

$QQXDO 5HSRUW



7KH JLQDQFLDO 6\ DAMMIFRVDMWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
,QFRPH WD[HV

$FFRXQWLQJ SROLFLHYV
&XUUHQW LQFRPH WD[ DVVHWY DQG OLDELOLWLHY DUH PHDVXUHG DW WK
WKH WD[ DXWKRULWLHY EDVHG RQ WD[ OHJLVODWLRQ WKDW LV HLWKHU
GDWH

$FFRXQWLQJ SROLFLHV FRQWLQXHG
1R GHIHUUHG WD[ LV UHFRJQLVHG RQ XQGLVWULEXWHG HDUQLQJV LQ VXEVLC(
Rl WKH GLVWULEXWLRQ DQG FDQ SUHYHQW WKH UHDOLVDWLRQ RI WKH UHOD

.H\ DFFRXQWLQJ HVWLPDWHY DQG MXGJHPHQWYV

&XUUHQW DQG GHIHUUHG LQFRPH WD[ UHODWHG WR SURILW IRU WKH \HDL 7KH UHFRJQLWLRQ RI GHIHUUHG WD[ DVVHWV DQG XQFHUWDLQ WD[ SRVLWLR

GHIHUUHG LQFRPH WD[ UHODWHG WR RWKHU FRPSUHKHQVLYH LQFRPH LV

LQFRPH DQG FXUUHQW DQG GHIHUUHG LQFRPH WD[ UHODWHG WR LWHPV L 'HIHUUHG WD[ DVVHWV LQFOXGLQJ WKRVH DULVLQJ IURP WD[ ORVV FDUU\ IR

HTXLW\ DVVHVVHV WKDW LW LV SUREDEOH WKH DVVHWV FDQ EH XWLOLVHG ZLWKLQ C
IXWXUH WD[DEOH LQFRPH 7KLV DVVHVVPHQW LV FRQGXFWHG DQQXDOO\ DQG

8QFHUWDLQ WD[ SRVLWLRQV DUH DVVHVVHG LQGLYLGXDOO\ DQG DUH JHQ SODQV LQFOXGLQJ DQ\ SODQQHG VWUDWHJILF LQLWLDWLYHYV

DVVHWV RU OLDELOLWLHV 7KH XQFHUWDLQ WD[ SRVLWLRQV WKDW PDWHI

FODVVLILHG DV FXUUHQW WD[ DVVHWYV RU OLDELOLWLHV *LYHQ WKH *URXS V JOREDO RSHUDWLRQV WUDQVIHU SULFLQJ GLVSXWHYV PD
LQWHUFRPSDQ\ SULFLQJ DQG UHODWHG PDWWHUY ODQDJHPHQW HYDOXDWH\

'QWHUHVW LQFRPH DQG H[SHQVHV UHODWHG WR FXUUHQW WD[HV DUH LC 74 jkwWHG DSSURDFK WR GHWHUPLQH WKH DSSURSULDWH UHFRJQLWLRQ RI R

'"HIHUUHG WD[ LV PHDVXUHG XVLQJ WKH EDODQFH VKHHW OLDELOLW\ PHWH

WKH FDUU\LQJ DPRXQWV RI DVVHWY DQG OLDELOLWLHY DQG WKHLU UHVSHFWLYH WD[ EDVHV 'HIHUUHG WD[ LV QRW UHFRJQLVHG IRU

GLIIHUHQFHYV DULVLQJ IURP WKH LQLWLDO UHFRJQLWLRQ RI DVVHWY RU OLDELOLWLHV LQ WUDQVDFWLRQV WKDW GR QRW DIIHFW

DFFRXQWLQJ SURILW RU WD[DEOH LQFRPH XQOHVV WKH WUDQVDFWLRQ L¥&DIWP RP ¥ R/ PRIGVNC FRFETLYDWLRQ ,Q VXFK FDVHV

GHIHUUHG WD[ LV GHWHUPLQHG EDVHG RQ PDQDJHPHQW V LQWHQGHG XVHKH &§KARSOPYW*H B & Sv HWv LHPLHRO W K WAKB i I EW B w2 (4 y3LOODU 7ZR PRGHO
(URVLRQ *OR%( UXOHV 7KH *OR%( 5XOHV FDPH LQWR HIIHFW DV SHU -DQXDU

'HIHUUHG WD[ DVVHWYV DUH UHFRJQLVHG WR WKH H[WHQW LW LV SUREDEOIRWKBY MW XY HEBYEWIWR YRAIBERRSLRERFH RO MEBLVGLFWLRQV ZKHUH LWV

JHQHUDWHG DJDLQVW ZKLFK WKH WHPSRUDU\ GLIIHUHQFHY DQG WD] ORVIyLI-a/LERQ EHM;(}XVL,%LBEEL\/\}_'U&&?WF?VV/VM D(yl_l{d/—(gzl\lMXQ)LH-{/ WUDQVLWLRQDO 6DIH +DUE
PHDVXUHG DW H[SHFWHG QHW UHDOLVDEOH YDOXHV 7KH YDOXH RI IXWXUH WD[ GHGXFWLRQV UHODWHG WR VKDUH RSWLRQ

SURJUDPPHV LV UHFRJQLVHG DV GHIHUUHG WD[ XQWLO WKH\ DUH H[HUFLYREHS RRWKHSORHBERUEB XKW \PWVHYWREAWFHRQRFEPVW KDV LGHQWLILHG WKD

GHGXFWLRQ FRPSDUHG WR WKH FRVWYV UHDOLVHG LQ WKH LQFRPH VWDW HKPHER X W WRY WM 3 RVRWMHKILY W XULVGLFWLRQ &RORSODVW KDV FDOFXODWHG WR)

FXUUHQW WD[ H[SHQVH IRU WKH \HDU 7KLV LV LQFOXGHG LQ WKH LQFRPH WD][
'"HIHUUHG WD[ LV PHDVXUHG DFFRUGLQJ WR FXUUHQW WD[ UHJXODWLRQV DQG WKH WD[ UDWHV DVVXPHG WR DSSO\ LQ \HDU LQ

ZKLFK WKH DVVHW RU OLDELOLW\ LV H[SHFWHG WR FU\VWDOOLVH DV FXUGRORSWBN V& OSSIHHY VEH I HBUH & WD P W KROWERFKHHRH@LW BRI DQG GLVFORVLQ.
UDWHV DUH UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW RU LQ WKH HTXLWOLDFEL Qb WILHY A QR WHIE WIRH3X O 8 R U oNLR 3 QRRPH (WD [HV
UHFRJQLVHG

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1IRWH _ FRQWLQXHG '"HIHUUHG WD]
7D[ RQ SURILW IRU WKH \HDU .. PLOOLRQ

'"HIHUUHG WD[ DW 2FWREHU QHW
([FKDQJH DGMXVWPHQWV

'.. PLOOLRQ

6SHFLILFDWLRQ RI WD[ RQ SURILW IRU WKH \HDU
&XUUHQW WD[ RQ SURILW IRU WKH \HDU
&KDQJH LQ GHIHUUHG WD[ RQ SURILW IRU WKH \HDU

BULRU \HDU DGMXVWPHQWYV
&KDQJHV LQ GHIHUUHG WD[ FKDUJHG WR LQFRPH VWDWHPHQW
&KDQJH LQ GHIHUUHG WD[ FKDUJHG WR HTXLW\

7D[ RQ SURILW IURP RUGLQDU\ DFWLYLWLHV IRU WKH \HDU

'"HIHUUHG WD[ DW 6HSWHPEHU QHW
$GMXVWPHQW RI WD[ UHODWLQJ WR SULRU \HDUV

7D[ RQ SURILW IRU WKH \HDU

7D[ RQ HTXLW\ DQG RWKHU FRPSUHKHQVLYH LQFRPH HQWULHV LQFRPH HIPHOWIHRQ

5HFRJQLVHG LQ WKH EDODQFH VKHHW DV IROORZV
5HFRQFLOLDWLRQ RI WKH HIITHFWLYH WD[ UDWH '"HIHUUHG WD[ DVVHWYV
'DQLVK FRUSRUDWH LQFRPH WD[ UDWH '"HIHUUHG WD[ OLDELOLW\

(IM"HFW IURP WUDQVIHU RI LQWHOOHFWXDO SURSHUW\ XQGHU WKH RSHUDWLRQBOWRGWD[ DW 6HSWHPEHU QHW
'"HYLDWLRQ LQ IRUHLJQ VXEVLGLDULHVY WD[ SHUFHQWDJH

1RQ WD[DEOH LQFRPH DQG QRQ GHGXFWLEOH H[SHQVHYV '"HIHUUHG WD[ UHODWHY WR WKH IROORZLQJ LWHPV

5HVHDUFK DQG GHYHORSPHQW LQFHQWLYHYV ,QWDQJLEOH DVVHWYV

*OREDO PLQLPXP WD[ 3LOODU 7ZR BURSHUW\ SODQW DQG HTXLSPHQW DQG ULJKW RI XVH DVVHWYV
2WKHU WD[HVY DQG RWKHU DGMXVWPHQWYV QHW ,QGLUHFW SURGXFWLRQ FRVWYV

(I '/HFWLYH WD[ UDWH 8QUHDOLVHG JDLQ IURP LQWUD JURXS VDOH RI JRRGYV

7UDGH UHFHLYDEOHYV
7KH WUDQVIHU RI LQWHOOHFWXDO SURSHUW\ XQGHU WKH RSHUDWLRQDO P RSOy PYIWIHFQW WKH HITHFWLYH WD[ UDWH GXH WR WKH WD]

UHFRJQLVHG RQ JRRGZLOO ZKLFK GRHV QRW FDUU\ GHIHUUHG WD[ DW LQLWHOU HHRRWRRWLRQ RQ WKH DFTXLVLWLRQ GDWH

&DVK IORZ Rl FRUSRUDWH WD[ DPRXQW WR '.. PLODRRDFW.HG E\ M.ODQWRIG URRA ORVVHV FDUULHG IRUZDUG DQG WD[ FUHGLWYV
GXULQJ /HDVH OLDELOLWLHV
(IIHFW IURP KHGJH RI FDVK IORZ DQG LQWHUHVW UDWHYV

7KH *URXS V WD[ ORVVHV DPRXQW WR .. PEBBWRI@EHU 21 WRLHD/OHL W@ [DOR b \iHM U
WKH *URXS KDV UHFRJQLVHG D WD[ DYMBWHAEHU'.. PLPQORQ RAMBWHPEHU [ [UUHG WD[ DW 6HSWHPEHU OHW

7D[ YDOXH Rl QRW UHFRJQLVHG WD[ ORVVHV DPREQSWWREHU ALOOLRQ .. PLOOLRQ DW
ORVVHV H[SLULQJ DIWHU PRUH WKDQ ILYH \HHSWBPEKQW. WRPLOOPRQ ®WR Q 7XW WD[ YDOXH Rl WKH *URXS V WD[ FUHGLWBHBWRPEWY' WR 'R LOCRLIRIODRQ DW
6HSWHPEHU 7D[ ORVVHV RI '.. PHOWHRBHDW. PLOOLRQHBWHPEHU 6HSWHPEHU 7KLV DPRXQW LQFOXGHV D UHFRJQLVHG6WBWBPEHW Rl .. PLOOLF
FDQ EH FDUULHG IRUZDUG LQILQLWHO\ PLOOLR@HSWHPEHU 7D[ FUHGLWYV RI .. PLOOLRQ H[SLUHV DIWHU ILYH \HDUV

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
(DUQLQJV SHU VKDUH (36

$FFRXQWLQJ SROLFLHV
(DUQLQJV SHU VKDUH (36 UHIOHFWV WKH UDWLR EHWZHHQ SURILW IRU W

LQ¥ Y KREYN oy BB DY IS XKRHEVKDURS VIDUHY

RUGLQDU\ VKDUHV H[FOXGLQJ RUGLQDU\ VKDUHV SXUFKDVHG E\ WKH *URXSZB\SE{.‘VY(% %LBYJI W%H\/\é(l?\ VKE)FWE;EY%JUQLQJV SHU
VKDUH GLOXWHG LV FDOFXODWHG DV WKH QHW SURILW IRU WKH \HDU GLYI?&-?IQ&' I]-_R\I WIPHH%\@ %\D\jﬁDdJ EHU RI RXWVWDQGLOI VKDUHV——
DGMXVWHG IRU WKH GLOXWLYH HIIHFW RI RXWVWDQGLQJ VKDUH RSWLRQV L@WMW IT—RJ VKDUHV DW SHSWHPEHU
+ROGLQJ RI WUHDVXU\ VKDUHV DW 6HSWHPEHU
7TRWDO VKDUHV LVVXHG DW 6HSWHPEHU
1HW SURILW IRU WKH \HDU '.. PLOOLRQ %RWK VKDUH FODVVHV KDYH D IDFH YDOXH RI '.. SHU VKDUH &ODVV $ VKDU

‘HLJKWHG DYHUDJH QXPEHU RI RXWVWDQGLQJ VKDUHV PLOOLRQV RI XQLW' VKDUHV FDUU\ YRWH HDFK 7KH FODVV $ VKDUHV DUH QRQ QHJRWLDEOH LQ\
"LOXWLYH HIIHFW RI RXWVWDQGLQJ VKDUH RSWLRQV PLOOLRQV RI XQLWYV SOHGJLQJ RI FODVV $ VKDUHV UHTXLUHV WKH FRQVHQW RI WKH %RDUG RI 'LL
$YHUDJH QXPEHU Rl XQUHVWULFWHG VKDUHV LQFOXGLQJ GLOXWLYH HIIHFW DQG QR UHVWULFWLRQV DSSO\ WR WKHLU QHJRWLDELOLW\ 1R VSHFLDO GLYI
RSWLRQV PLOOLRQV RI XQLWYV GRHV QRW KROG $ VKDUHYV

(DUQLQJV SHU VKDUH '..

(DUQLQJV SHU VKDUH GLOXWHG ..

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
'LYLGHQG SHU VKDUH

,QWHULP GLYLGHQG SHU VKDUH
BURSRVHG GLYLGHQG SHU VKDUH

7TRWDO GLYLGHQG SHU VKDUH

7TRWDO GLYLGHQG IRU WKH \HDU '.. PLOOLRQ
3D\RXW UDWLR

7KH %RDUG RI 'LUHFWRUV UHFRPPHQGY WKDW WKH VKDUHKROGHUY DWWHQ!
GLYLGHQG RI 'SHU VKDUH $Q LQWHULP GHYLGKDQ®BHRADY. GLVWULEXWHG LQ W
EULQJIJLQJ WKH WRWDO GLYLGHQG SHU "KHDURHABHDNKHLGHBUYWRBHQG SHU VKI
ILQDQFLDO \HDU DRRMXM@DYRWRW UDWLR DIWHU VSHFLDO LWHPV IRU WKH \HD!I

1RWH
' QWDQJLEOH DVVHWYV

$FFRXQWLQJ SROLFLHYV
,QWDQJLEOH DVVHWYV ZLWK D ILQLWH OLIH DUH PHDVXUHG DW FRVW OHVV DF
6XEVHTXHQW PLOHVWRQH SD\PHQWYVY UHODWHG WR DFTXLUHG SDWHQWYV WUL
DFKLHYHPHQW RI D FRQWLQJHQW HYHQW ZLOO EH FDSLWDOLVHG ZKHQ WKH F
PDGH RQ D VWUDLJKW OLQH EDVLV RYHU WKH H[SHFWHG XVHIXO OLYHV RI Wt

6RIWZDUH \HDUV
$FTXLUHG SDWHQWV FXVWRPHU OLVW WUDGHPDUNV DQG NQRZ KRZ HWF
*RRGZLOO DQG RWKHU LQWDQJLEOH DVVHWYV ZLWK LQGHILQLWH OLYHV DUH V
LV DQ LQGLFDWLRQ RI LPSDLUPHQW ZKLOH WKH FDUU\LQJ DPRXQW RI LQWDG
RU DPRUWLVHG FRVW DUH DVVHVVHG LI WKHUH LV DQ LQGLFDWLRQ RI LPSDL
DPRXQW LV ZULWWHQ GRZQ WR WKH UHFRYHUDEOH DPRXQW )RU WKH SXUSR
JURXSHG LQ WKH VPDOOHVW JURXS RI DVVHWV WKDW JHQHUDWHYV LGHQWLILI
FDVK JHQHUDWLQJ XQLWV DUH GHILQHG DV WKH VPDOOHVW LGHQWLILDEOH J
ZKLFK DUH ODUJHO\ LQGHSHQGHQW RI FDVK IORZV IURP RWKHU DVVHWV RU J

JRU RWKHU LQWDQJLEOH DVVHWY WKH DPRUWLVDWLRQ SHULRG LV GHWHUPL
RI WKH H[SHFWHG HFRQRPLF OLYHV RI WKH DVVHWV 7KH H[SHFWHG HFRQRPL
WKH DPRUWLVDWLRQ SHULRG LV GHWHUPLQHG EDVHG RQ WKH ODWHVW DVVH
DPRUWLVDWLRQ WKH UHVLGXDO YDOXH RI WKH DVVHWYV LV JHUR XQOHVV D
DIWHU LWV XVH RU WKHUH LV DQ DFWLYH PDUNHW IRU WKH DVVHW :LWK WKF
WUDGHPDUNV DOO LQWDQJLEOH DVVHWY KDYH D ILQLWH OLIH

$00 LQ KRXVH UHVHDUFK DQG GHYHORSPHQW FRVWY DUH UHFRJQLVHG LQ Wi
EHOLHYHVY WKDW PDQGDWRU\ UHJXODWRU\ DSSURYDOV RI SURGXFWV FRPSO
LQYROYHV D KLJK GHJUHH RI XQFHUWDLQW\ IRU ZKLFK UHDVRQ WKH WHFKQL
KDYH EHHQ PHW

*DLQV RU ORVVHV RQ WKH GLVSRVDO RI LQWDQJLEOH DVVHWY DUH VWDWHG
FRVWY WR VHOO DQG WKH FDUU\LQJ DPRXQW DW WKH GDWH RI GLVSRVDO DQ
RWKHU RSHUDWLQJ LQFRPH RU RWKHU RSHUDWLQJ H[SHQVHV UHVSHFWLYHO

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH  FRQWLQXHG

.H\ DFFRXQWLQJ HVWLPDWHY DQG MXGJHPHQWYV
*RRGZLOO DQG RWKHU LQWDQJLEOH DVVHWYV 7KH PHDVXUHPHQW RI LOQWDQJLEOH DVVHWY LQFOXGLQJ JRRGZLOO DQG DFTXLUHG
SDWHQWY WUDGHPDUNVY DQG NQRZ KRZ HWF FRXOG EH PDWHULDOO\ DIIHFWHG E\ VLIJQLILFDQW FKDQJHV LQ HVWLPDWHYV DQG
DVVXPSWLRQV XQGHUO\LQJ WKH FDOFXODWLRQ RI UHFRYHUDEOH DPRXQW 7KH FDUU\LQJ DPRXQW RI WKHVH LQWDQJLEOH DVVHWYV

ZDV .. PLOOLR®HSMWHREHU 6HSWHPEHU'.. PLOOLRQ
$FTXLUHG 3UHSD\ $FTXLUHG 3UHSD\
SDWHQWYV PHQWV DQG SDWHQWYV PHQWV DQG
WUDGHPDUNYV LQWDQJLEQRWDO WUDGHPDUNV LQWDQJLEQRWDO
DQG NQRZ DVVHWVYQWDQJLEOH DQG NQRZ DVVHWYQWDQJLEOH
PLOOLRQ KRZ HWFRRGZL®AIWZDUKMURJUHVWVVHWY '.. PLOOLRQ KRZ HWERRGZL®AIWZDUKBURJUHVWDVVHWYV
&RVW DW 2FWREHU &RVW DW 2FWREHU
([FKDQJH DGMXVWPHQW (IFKDQJH DGMXVWPHQW
7UDQVIHUV $GMXVWPHQW WR DFTXLVLWLRQV SUHYLRXV \HDUV

$GGLWLRQV GXULQJ WKH \HDU
'LVSRVDOV GXULQJ WKH \HDU

7UDQVIHUV
$GGLWLRQV GXULQJ WKH \HDU

&RVW DW 6HSWHPEHU

&RVW DW 6HSWHPEHU

$PRUWLVDWLRQ DW 2FWREHU

([FKDQJH DGMXVWPHQW
$PRUWLVDWLRQ IRU WKH \HDU

$PRUWLVDWLRQ UHYHUVHG RQ GLVSRVDOV GXULQJ WKH

\HDU

$PRUWLVDWLRQ DW 2FWREHU

([IFKDQJH DGMXVWPHQW
$PRUWLVDWLRQ IRU WKH \HDU

$PRUWLVDWLRQ DW 6HSWHPEHU

$PRUWLVDWLRQ DW 6HSWHPEHU

&DUU\LQJ DPRXQW DW 6HSWHPEHU

&DUU\LQJ DPRXQW DW 6HSWHPEHU

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH _ FROQWLOQXHG
*RRGZLOO
*RRGZLOO PDLQO\ UHODWHYV WR WKH DFTXLVLWLRQV RI .HUHFLV LQ swRNWHEHFDRY KQ ORZV IR & W HUP LOFS RO QH RYEDFP VYV EDVHG RQ DQWLFLSD

0SDWK\ LQ DQG OHQWRU V XURORJ\ DQG FRQWLQHQFH EXVLQHVV LQ 7KHVRARYIHBBVW K P Wh iF DR IRIY & SHEMI6 R \PWYWKPSWLRQV IRU HDFK FDVK JHQH
KDV EHHQ DOORFDWHG WR WKH LQGLYLGXDO FDVK JHQHUDWLQJ XQLWV 7KH BYDREYWR I ODVVe HEN XPRVY KH RSHUBWERS W HORURIWR & EPREWP O FDSLWDO |
&DUH 2VWRP\ &DUH DQG &RQWLQHQFH &DUH ,QWHUYHQWLRQDO 8URORJ\ &RIPRWIERQ QY Wi QIHBUMODRIGL 4 WY RIMW W DWW H Y x DRY Wik UDWHV IRU &KURQL
. $6 D JRRGZLOO LPSDLUPHQW WHVW LV SHUIRUPHG ZKHQ WKHUH LV DQ LY GLHEDLMROE, SRIVLRDH EBPHEWSRRW WR WK VMSREMIT ® Ry WEHUP UDWH RILQIOL
WKH LPSDLUPHQW WHVW WKH FDUU\LQJ DPRXQW LV FRPSDUHG ZLWK WKH UMRRVEWBEBHIKBRx §wWH Yo Wik it ¢ ke WA WIHFR RDkIKHU JLULRG )R@KERUWKH

JHQHUDWLQJ XQLWV FDOFXODWHG DV WKH GLVFRXQWHG H[SHFWHG IXWXUH:POVKDIQRARLEK L PYISEMPIMR WiHODWH Vv GREGRXBYW ¥HWH LV EDVHG RQ WKH
LGHOWLILHG LR FRYHULQJ W )RU ,QWHUYHQWLRQDO 8URORJ\ WKH GLVFRXQW UDWH LV EDVHG

DQDO\WWVY FRYHULQJ &RORSODVW DGGHG WR DFFRXQW IRU WKH KLJKHU DVV
LOQOWHUYHQWLRQDO XU RIOFR/J\ VDKIHH B LVMRFR QWORDWH LV EDVHG RQ WKH :$&& XVHG
EXVLQHVV FDVH

,QWHUYHQWLRQDO 9RLFH ,QWHUYHQWLRQDO 9RLFH
&KURQLF &DUH SURORJ\ 5HVSLUDWRU\ &DWHRORJLRKURQLF &DUH SURORJ\ 5HVSLUDWRU\ &DWHRORJLFV
&DUU\LQJ DPRXQW '.. PLOOLRQ
7UDGHP DUNW|
*RRGZLOO

.H\ SDUDPHWHUYV DSSOLHG

5HYHQXH JURZWK LQ WHUPLQDO SHULRG
7D[ SHUFHQWDJH

'LVFRXQW UDWH EHIRUH WD]

'LVFRXQW UDWH DIWHU WD][

yl &DUY LQ) DP RXQNQFOXGHYRYD WRVHWDGHP DUNVZ W LQGH IQUMXVH XQIYHY

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH  FRQWLQXHG

7KH 2VWRP\ &DUH EXVLOHVYV LQYROYHV WKH SURGXFWLRQ DQG VDOH RI RV\7KH YRLFH , UHVSLUDWRU\ FDUH EXVLQHVV FRQVLVWY RI SURGXFWLRQ DQG VD
EXVLQHVV LQYROYHV WKH SURGXFWLRQ DQG VDOHV RI GLVSRVDEOH FDWKHXVHG WR WUHDW UHPRYDO R| QQQG&%@P%M\?LJ‘&&% PFPLP‘SQ—FHSOH

VXITHULQJ IURP XULQDU\ RU IDHFDO LQFRQWLQHQFH 7KH LPSDLUPHQW WHVW SHUIRUPHG IRU 9RLFH 5HVSLUDWRU\ &DUH ZDV EDVHC

7KH LPSDLUPHQW WHVW SHUIRUPHG IRU &KURQLF &DUH ZDV EDVHG RQ IRUHWKH ILQDQFLDO \HDUV '~ WR _  __  SHYHQXH JURZWK UDWHYV RI ZHUH D\
\HDUV WR 5HYHOXH JURZWK UDWHV R ZHUH DVVXPHG IRU WKH ExDUH VXSSRUWHG E\ WKH RUJDQLF JURZWK UDWHV LQ UHFHQW ILQDQFLDO \HDU\

E\ WKH RUJDQLF JURZWK UDWHV LQ UHFHQW ILQDQFLDO \HDUV ,W ZDV va,V.O.!-JK.WQ.\.?(Q.V.\('.-.O.W.K\V‘v"\b*b%%lt%DﬂétiLUQQF%HDVH VOLJKWO\ XQWLO

WKH WHUPLQDO SHULRG 7KH *URXS V JHQHUDO WD[ UDWH ZDV DSSOLHG LQ WKH LPSDLUPHQW WHVW IRU
7KH *URXS V JHQHUDO WD[ UDWH ZDV DSSOLHG LQ WKH LPSDLUPHQW wWHvw DUH VROG LQ PRVW RI WKH *URXS V PDUNHWYVY :RUNLQJ FDSLWDO LQYHVWHG KI
RI WKH *URXS V PDUNHWY :RUNLQJ FDSLWDO LQYHVWHG KDV EHHQ SURMHFWKDW IRU U KHQTPH JURZWK UDWH DV WKDW IRU UHYHQXH

6SHFLDO DVVXPSWLRQV DSSOLHG LQ LPSDLUPHQW WHVWYV SHUIRUPHG LQ ,Q%HIF+REWVRGTISWLRBR RSSOLHG RQ %LRORJLFV

7KH LOWHUYHQWLRQDO XURORJ\ EXVLQHVV FRQVLVWY RI WKH SURGXFWLRQ 'BOGEVYBBRIRFEFRYXRWYWEREVILY WX RILEH B SURFHEX DQRQE MPOHV RIHILVK VNLQ
XURORJ\ DQG J\QDHFRORJ\ LQFOXGLQJ SURVWDWH FDWKHWHUV VWHQWYV YR RPEODY Bk RAHWXW HGWY EHYH ¥ WRYE IRRQWILRGRATE VPHYK EDVHG RQ IRUHFDVWYV
SURGXFWV XVHG WR WUHDW ZHDN SHOYLF IORRU DQG SHQLOH LPSODQWYV IRU PHQ KISHULHQRHQI M YV 'R ' ™ T "2 bbby v WRBPEWE AW SHULRG ZKLFK DU
WHVW SHUIRUPHG IRU ,QWHUYHQWLRQDO 8URORJ\ ZDV EDVHG RQ IRUHFDVWWKE‘L‘QWJ(E;—{QQ':IZJO/W{/\PQNUQ\N%”'\'/' 0 WKHEWKHDO KDGE LW 2DV DVVXPHG WKDW \

WR SHYHQXH JURZWK UDWHYV RI ZHUH DVVXPHG IRU WKH EXCEHPURDVHVOLIKWE\ XQWIL O " WKH"WHUPLQDO SHULRG ,w ZDV DOVR DVVXPHG W
WKH ,QWHUYHQWLRQDO 8URORJ\ RUJDQLF JURZWK UDWHV LQ UHFHQW ILQDCHIXODUHILFLHOFEY CPSURYAPHOWY 2100 HEVXUH WKDW RYAUKHDG FRVWV ZL
LQFUHDVH VOLJKWO\ XQWLO WKH WHUPLQDO SHULRG SURGXFH DQ DQQXDO (%,7 PDUJLQ LPSURYHPHQW

\AT L nNocoNl LI/ |h||\u|/||*||nvc

7KH WD[ UDWH DSSOLHG LQ WKH LPSDLUPHQW WHVW IRU ,QWHUYHQWLRQDO YU fURXS V' Jif'bH’Lj'D'b"‘\’A'/’ [" BWH ZDV'DSSSCHGE L LOWKH"!PSDTUPHOQW WHVW IRU

EHFDXVH VDOHV DQG SURGXFWLRQ PRVWO\ WDNH SODFH LQ WKH 86 ZKLFK SURMHFWR S XVIBT WKH 'VDPH U R 2R KWW KR Wi VRX ) H Y H O X H
DYHUDJH :RUNLQJ FDSLWDO LQYHVWHG KDV EHHQ SURMHFWHG XVLQJ WKH VDPH JURZWK UDWH DV WKDW IRU UHYHQXH

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

I1RWH FROQWLQXHG

$FTXLUHG SDWHQWY WUDGHPDUNY DQG NQ7RDEHKDR'2’ HWF
o) GGLWLRQ WR SDWHQWHG DQG XQSDWHQWHG WHFKQRORJLHYVY &RORSODVW
$FTXLUHG SDWHQWY DQG WUDGHPDUNV DUH SULPDULO\ DVVRFLDWHG ZLWK B"MP TR EUOWEER QB eV HELY L 1 s MR YA G P B R 75$&2( WUDGHPDUNVY W
DQG 1LQH &RQWLQHQWY OHGLFDO LQ ,Q FRQQHFWLRQ ZLWK WKH DFTXLVLWLRQV LQW'DQJL EOH DVVHWV ZHUH LGHQWLILHG DQG

WKH FRVW ZDV DOORFDWHG WR QHW DVVHWYV DW IDLU YDOXH DW WKH GDWHORQRDEHRRHRWYKRY DRAOMIPXOTBWW & DRVQ WKKkHH YELDOA( W RII WOUFDNGRHPD VN MKZDbW K LQGHILQ
H[SHFWHG VDOHV DQG UHYHQXH WUHQGV (DFK FRPSRQHQW LV DPRUWLVHG SRWRN\ QHOL FIEY Qv DROBN THES &AAH IFRDQ OFLH HP RV QAID W& I Gv WRWDR QKMR B HOLR LWH SHULRG
PHWG 3DWHQWHG DQG XQSDWHQWHG WHFKQRORJLHY DUH WHVWHG IRU LPSWKGILYQRY WNRHIW W KKRYLIQW KH IIRREEEG OB U PORLNVHBYW WKINWQGXVWU\N LV FKDUDFW
FRQVXPHU GHPDQG DQG D SUHGLFWDEOH FRPSHWLWLYH HQYLURQPHQW DQG L\
SDWHQWHG DQG XQSDWHQWHG WHFKQRORJLHV IXWXUH &RQWURO RI WKH WUDGHPDUNYV LV OHJDOO\ HYWDEOLVKHG DQG HQIRU
2Q DFTXLULQJ .HUHFLV LQ $XJXVW &RORSODVW DFTXLUHG VHYHUDO SDWHQW HG WHKEREORIRH W R QPHXQEPMAR WG WHE K RARARBHY PLOLPDO EHFEDXVH
8QSDWHQWHG WHFKQRORJLHYV LQFOXGH LQYHQWLRQV QRW SDWHQWDEOH Rl',g;LBJURWvBB%OéAOLI)\J@&_z‘GKBBUﬁRWL&ﬁg&/LL\}apDLV\QJRly\y%\UHRIQ[§|QFQNHG WR VXVWDL

FRS\ULIJKWV RQ FRPSXWHU VRIWZDUH DQG WKH OLNH ORVW UHODWH WR NQRZ KRZ UHJDUGLQJ YDULRXV WHFKQRORJLHVY $OORFDWLRQ RI

WKH LQGLYLGXDO FRPSRQHQWY LQWR VPDOO LQWDQJLEOH DVVHWYV LV QRW &PRONVRBHY P \PWW RBRLDOVWVUHYVHOHYDQW
&RORSODVW DOVR DFTXLUHG D VXEVWDQ WLDO

2Q DFTXLULQJ $WRV OHGLFDO LQ -DQXDU\ &RORSODVW DFTXLUHG D QXPE VW'P%%WH@%WLQS\(}KLg§q_\%'§8\§’(§'ﬁ’ 8VL|_{/F Iﬁ %%LE
8QSDWHQWHG WHFKQRORJLHVY LQFOXGH LQYHQWLRQV QRW SDWHQWDEOH RL{(F?\&'?W\)_H:WEGQ_ VNJQ%QWBEVFIEQ(?&L&ULQY\%IV\PFP%I? EH{?
$

|

L
FRS\ULJKWV RQ FRPSXWHU VRIWZDUH DQG WKH OLNH ORVW UHODWH WR NQRZ KRZ UHJDUGLQJ YDULRXVY WHFKQRORJLHV OOR RQ RI
WKH LQGLYLGXDO FRPSRQHQWYVY LQWR VPDOO LQWDQJLEOH DVVHWYV LV QRW FRQVLGHUHG PDWHULDO RU UHOHYDQW

RI FXVWRPHU UHODWLR
F VVQWR .HUHFLV DQG

2Q DFTXLULQJ 1LQH &RQWLQHQWY OHGLFDO LQ 1RYHPEHU &RORSODVW DFTXLUHG D QXPEHU RI SDWHQWHG DQG XQSDWHQWHG
WHFKQRORJLHY 8QSDWHQWHG WHFKQRORJLHYV LQFOXGH LQYHQWLRQV QRW SDWHQWDEOH RU SURWHFWDEOH NQRZ KRZ FRQILGHQWLDO
LQIRUPDWLRQ DQG FRS\ULJKWV RQ FRPSXWHU VRIWZDUH DQG WKH OLNH ORVW UHODWH WR NQRZ KRZ UHJDUGLQJ YDULRXV
WHFKQRORJLHV $OORFDWLRQ RI WKH LQGLYLGXDO FRPSRQHQWY LQWR VPDOO LQWDQJLEOH DVVHWY LV QRW FRQVLGHUHG PDWHULDO RU
UHOHYDQW

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH _ FRQWLQXHG 1RWH
ODWHULDO DFTXLUHG SDWHQWY WUDGHPDUNY DQG NQRZ KRZ HWF 3URSHUW\ SODQW DQG HTXLSPHQW

5HPDLQLQJ
DPRUWLVDWLRQ

PLOOLRQ $VVHW SHULRG $FFRXQWLQJ SROLFLHV

HUHFLV fUDGHPDUNV  LQGHILQLWH 3URSHUW\ SODQW DQG HTXLSPHQW LV PHDVXUHG DW FRVW OHVV DFFXPXOD\
7HFKQRORJLHV DQG FRPSULVHV WKH FRVW RI DFTXLVLWLRQ DQG H[SHQVHV GLUHFWO\ DWWULEXW

HUHFLV FXVWRPHU UHODWLRIQUKLSV

SWRY OHGLFDO DOG 75822( TUDGHPDUNY  LOGHILOLWH XVH ,Q FDVH RI DVVHWV PDQXIDFWXUHG E\ WKH FRPSDQ\ FRVW FRPSULVHV |
Q ( Q Q VHUYLFHV GLUHFW ODERXU DQG FRVWV GLUHFWO\ DWWULEXWDEOH WR WKH
THFKQRORJLHV DQG UHFRJQLVHG DV SDUW RI FRVW
$WRV OHGLFDO DQG 75$&2( FXVWRPHU UHODWLROQWVKLSV Q
1LQH &RQWLQHQWYV 7HFKQRORJLHV Q D
&DUU\LQJ YDOXH DW 6HSWHPEHU

'"HSUHFLDWLRQ LV SURYLGHG RQ D VWUDLJKW OLQH EDVLV RYHU WKH H[SHFW
OLYHV DUH

/IDQG 1RW GHSUHFLDWHG

%XLOGLQJV \HDUV
$PRUWLVDWLRQV RQ LQWDQJLEOH DVVHWYVY EUHDN GRZQ DV IROORZV %XLOGLQJ LQVWDOODWLRQV \HDUV
SURGXFWLRQ FRVWV 30DQW DQG PDFKLQHU\ \HDUV

'LVWULEXWLRQ FRVWYV
$GPLQLVWUDWLYH H[SHQVHV
5HVHDUFK DQG GHYHORSPHQW FRVWYV
6SHFLDO LWHPYV

7TRWDO

2WKHU IL[WXUHV DQG ILWWLQJV WRROVHDQ@E® HTXLSPHQW

'.. PLOOLRQ

'"HSUHFLDWLRQV RQ SURSHUW\ SODQW DQG HTXLSPHQW EUHDN GRZQ DV IROOKF
SBURGXFWLRQ FRVWYV

'LVWULEXWLRQ FRVWYV

$GPLQLVWUDWLYH H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW FRVWYV

7TRWDO

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH FRQWLQXHG
2WKHU 2WKHU
IL[WXUHV3D@GSD\PHQWV7RWDO IL[WXUHV3D@GD\PHQWV7RWDO
ILWWLQJIYQG DVVHSWRSHUW\ ILWWLQJIVQG DVVHSWRSHUW\
/IDQG DQBODQW D@®ROV DQG XQGHUSODQW DQG /DQG DQBODQW D@®RROV DQG XQGHUSODQW DQG
PLOOLRQ EXLOGL@®DFKLQHHTXLSPHGWQVWUXPHAXRGPHQW .. PLOOLRQ EXLOGL@®DFKLQHHTYXLSPHGWQVWUXFHIXRGPHQW
&RVW DW 2FWREHU &RVW DW 2FWREHU
([FKDQJH DQG RWKHU DGMXVWPHQWYV ([FKDQJH DQG RWKHU DGMXVWPHQWYV
7UDQVIHUV 7UDQVIHUV
$GGLWLRQV GXULQJ WKH \HDU $GGLWLRQV GXULQJ WKH \HDU
'LVSRVDOV GXULQJ WKH \HDU 'LVSRVDOV GXULQJ WKH \HDU
&RVW DW 6HSWHPEHU &RVW DW 6HSWHPEHU
'"HSUHFLDWLRQ DW 2FWREHU '"HSUHFLDWLRQ DW 2FWREHU
([FKDQJH DQG RWKHU DGMXVWPHQWYV ([FKDQJH DQG RWKHU DGMXVWPHQWYV
'"HSUHFLDWLRQV IRU WKH \HDU '"HSUHFLDWLRQV IRU WKH \HDU
'"HSUHFLDWLRQV UHYHUVHG RQ GLVSRVDOV '"HSUHFLDWLRQV UHYHUVHG RQ GLVSRVDOV
GXULQJ WKH \HDU GXULQJ WKH \HDU
'"HSUHFLDWLRQ DW 6HSWHPEHU '"HSUHFLDWLRQ DW 6HSWHPEHU
&DUU\LQJ DPRXQW DW 6HSWHPEHU &DUU\LQJ DPRXQW DW 6HSWHPEHU
&RORSODVW KDV LQFXUUHG FRVW RI '.. PLOOLRQ LQ FRQQHFWLRQ ZLWK WKH FIRROVSNVKX¥ WLRBQHG WK B PHEQFMWAR WK @ RRRUWXREWRUVKIRU WKH VXSSO\ RI E
DPRXQW LQFOXGHV FDSLWDOLVHG ERUURZ FRVWV UHODWHG WR WKH FRQVWUXPWQ8QRAHBM HPBRFWR U\ RAL'0.0LRAEBWRIP EBIQGF KKK HURSSOKDBNG QR VHFXULW\ XS
LQWHUHVW ZDV WKH EOHQGHG UDWH RI SURSHUWLGHSWWPEHU'.. PLOOLREHBWHPEHU

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
S5LIKW RI XVH DVVHWYV

7KH PDMRULWRXRSI WKHJKW RI XVH DVVHWV FRPSULVH RIILFH VSDFH ZDUHKRXVH

$FFRXQWLQJ SROLFLHV DUUDQJHPHQWY DUH SUHIHUUHG IRU FHUWDLQ W\SHV RI DVVHWV DV LW VWDEL(
$W WKH FRPPHQFHPHQW GDWH ZKHQ D OHDVHG DVVHW LV PDGH DYDLODEQH Ubhpwdy D ULJKW RI XVH DVVHW DQG D

FRUUHVSRQGLQJ OHDVH OLDELOLW\ LV UHFRJQLVHG RQ WKH EDODQFH VKHHW

FHUWDLQ WLR WKH OHDVLQJ FRQWUDFWY LQFOXGH D ULJKW IRU &t
5LJKW RI XVH DVVHWYVY DUH LQLWLDOO\ PHDVXUHG DW FRVW ZKLFK FRPSULIJ II-Ia/H\lA_/\l/(VHHé(?_IQ EE@%Q&/\{ \l/?V W}U_t I-\IAP II-I)P\}_ lV LHVW DS&G WKH FRUUHVSRQ
\' WKH ULJKW RI

OHDVH SD\PHQWYV PDGH SULRU WR WKH FRPPHQFHPHQW GDWH DQG DQ\ LQ&&%,PQQGi 6'5\’1‘%;&\5\/\’38 GXEVHTXHQWO
XVH DVVHW LV PHDVXUHG DW FRVW OHVV GHSUHFLDWLRQ DQG LPSDLUPHQW ORVVHVY DQG DGMXVWHG IRU WKH UHPHDVXUHPHQW RI

WKH OHDVH OLDELOLW\ 7KH ULJKW RI XVH DVVHWYV DUH GHSUHFLDWHG R@ DUV WE®H JKWMWD ¥ P EDAVAW R YZKU KK PIUWHK R B W HUR RO XW&KHHGOLHD WHKH PHDVXUHPHQV
WHUP RU WKH XVHIXO OLIH RI WKH ULJKW RI XVH DVVHW SURILW RU ORVV 7KHVH SD\PHQWY DUH PDLQO\ UHODWHG WR FRQVXPSWLRQ EL

2SWLRQV WR HWHQG WKH LQLWLDO OHDVLQJ SHULRG DUH RQO\ LQFOXGHGKHQ*WRMHSLIHOWHDE PRWRXQHZ PG\ H FR QW UDHDWW EREW\LQXDOOV H J WR UHSC
FHUWDLQ WKDW WKH RSWLRQ ZLOO EH XWLOLVHG OHVVRU 7KH QHZ FRQWUDFWY DUH XVXDOO\ HQWHUHG SULRU WR FRPPHQFLQJ
DYDLODEOH IRU XVH &RQVHTXH QWO\ WKH *URXS PD\ KDYH FRPPLWWHG WR OH

/HDVH OLDELOLWLHY DUH LQLWLDOO\ PHDVXUHG DW WKH SUHVHQW YDOX"LS&&W&%S’&&PUVS%QW \QI-YV V\7 KQI—E%Vd—bEIEH’UQ Iy\/\PBHWH ZKLFK DUH QRW \H

GLVFRXQWHG XVLQJ WKH LPSOLFLW UDWH RI WKH OHDVH FRQWUDFW RU LI QRW UHDGLO\ GHWHUPLQDEOH WKH LQFUHPHQWDO
ERUURZLQJ UDWH RI &RORSODVW IRU ORDQV ZLWK VLPLODU WHUP DQG VHFXULW\ $V D SUDFWLFDO H[SHGLHQW WKH GLVFRXQW UDWHYV
DUH GHWHUPLQHG RQ EDVLV RI D SRUWIROLR RI OHDVHV ZLWK VLPLODU FKDUDFWHULVWLFV HJ D SRUWIROLR RI OHDVHG FDUV LQ D
VSHFLILF FRXQWU\ 7KH OHDVH OLDELOLWLHY DUH VXEVHTXHQWO\ UHGXFHG E\ WKH SRUWLRQ RI OHDVH SD\PHQWYV ZKLFK LV

UHJDUGHG DV UHSD\PHQW RI WKRVH OHDVH OLDELOLWLHY /HDVH OLDELOLWLHY DUH UHPHDVXUHG LQ WKH HYHQW RI D OHDVH
PRGLILFDWLRQ RU D UHDVVHVVPHQW RI WKH OHDVH WHUP ZKLFK LQ WXUQ PD\ DOVR LPSDFW WKH FDUU\LQJ YDOXH RI WKH ULJKW

Rl XVH DVVHWYVY 7KH OHDVH WHUP LV UHDVVHVVHG ZKHQ D VLJQLILFDQW HYHQW RU FKDQJH ZKLFK LV ZLWKLQ WKH FRQWURO RI
&RORSODVW DIIHFWV WKH SULRU DVVHVVPHQW

6KRUW WHUP OHDVHVY DQG OHDVHV RI ORZ YDOXH DVVHWYV DUH H[HPSWHG IURP WKH DERYH DFFRXQWLQJ PRGHO

&RQVHTXHQWO\ OHDVH SD\PHQWV DVVRFLDWHG ZLWK VXFK OHDVH FRQWUDFWY DUH UHFRJQLVHG DV DQ RSHUDWLQJ H[SHQVH RQ
HLWKHU D VWUDLJKW OLQH EDVLVY RYHU WKH OHDVH WHUP RU DQRWKHU V\VWHPDWLF EDVLV ZKLFK LV PRUH UHSUHVHQWDWLYH RI WKH
SDWWHUQ RI WKH EHQHILW RI WKH OHDVHG DVVHWYV

7KH HIWHQW RI UHVLGXDO YDOXH JXDUDQWHHV IRU ULJKW RI XVH DVVHWV LV OLPLWHG DQG H[SHFWHG SD\PHQWY DUH LQFOXGHG LQ
WKH LQLWLDO DPRXQW RI WKH OHDVH OLDELOLW\

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

2WKHU IL[WXUHV DQG ".. PLOOLRQ
/IDQG DQGWWLQJV WRROV DQ@®&WDO '"HSUHFLDWLRQV RQ ULJKW RI XVH DVVHWV EUHDN GRZQ DV IROORZV

‘.. PLOOLRQ EXLOGLQJV HTXLSPHQWKW RI XVH DVVHME x FwLRO FRVWYV

'"LVWULEXWLRQ FRVWYV
&DUU\LQJ DPRXQW DW 2FWREHU $GPLOLVWUDWLYH H[SHOVHYV
([FKDQJH DQG RWKHU DGMXVWPHQWV 5HVHDUFK DQG GHYHORSPHQW FRVWV
$GGLWLRQV GXULQJ WKH \HDU ~RWDO
'LVSRVDOV GXULQJ WKH \HDU
'HSUHFLDWLRQV IRU WKH \HDU 2WKHU OHDVH H[SHQVHV UHFRUGHG LQ WKH 6WDWHPHQW RI FRPSUHKHQVLYH L
'"HSUHFLDWLRQV UHYHUVHG RQ GLVSRVDOV GXULQJ WKH \HDU /HDVH SD\PHOWV UHODWHG WR VKRUW WHUP OHDVHYV
&DUUNLQJ DPRXQW DW 6HSWHPEHU /HDVH SD\PHQWY UHODWHG WR ORZ YDOXH DVVHWYV

2WKHU IL[WXUHV DQG 9DULDEOH OHDVH SD\PHQWYV
/IDQG DQGWWLQJV WRROV DGQE&WDO 7RWDO
PLOOLRQ EXLOGLQJV HTXLSPHQW KW RI XVH DVVAWV

7RWDO FDVK RXWIORZ IRU OHDVHYV
&DUUILQJ DPRXQW DW 2FWREHU 3D\PHQWYV UHODWHG WR ULJKW RI XVH DVVHWYV
(IFKDQJH DQG RWKHU DGMXVWPHQWYV 3D\PHQWYV UHODWHG WR RWKHU OHDVH FRQWUDFWYV
$GGLWLRQV GXULQJ WKH \HDU ZRWDO
'LVSRVDOV GXULQJ WKH \HDU
'"HSUHFLDWLRQV IRU WKH \HDU

'.. PLOOLRQ

'"HSUHFLDWLRQV UHYHUVHG RQ GLVSRVDOV GXULQJ WKH \HDU
&DUU\LQJ DPRXQW DW 6HSWHPEHU

ODWXULW\ DQDO\VLYVY Rl OHDVH OLDELOLWLHY XQGLVFRXQWHG
,Q OHVV WKDQ RQH \HDU

&XUUHQW OHDVH OLDELOLW\ XQGLVFRXQWHG

'LWKLQ WR \HDUV

$IWHU PRUH WKDQ \HDUV

1RQ FXUUHQW OHDVH OLDELOLW\ XQGLVFRXQWHG

7RWDO OHDVH OLDELOLW\ XQGLVFRXQWHG

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
 QYHQWRULH

'.. PLOOLRQ

5DZ PDWHULDOV DQG FRQVXPDEOHYV
$FFRXQWLQJ SROLFLHV
SURJUHVV

,QYHQWRULHY DUH PHDVXUHG DW WKH ORZHU RI FRVW DQG QHW UHDOLVD%%LJB'\;(\QITB%%@(U%'%V%#&\FHWHUPLQHG XVLQJ WKH ),)2
SULQFLSOH 7KH FRVW RI ILQLVKHG JRRGV DQG ZRUN LQ SURJUHVV FRPSULYHY tin . 5 HEW——
FRVWV DQG LQGLUHFW SURGXFWLRQ RYHUKHDGVY 3URGXFWLRQ RYHUKHDG WY
PDLQWHQDQFH DQG GHSUHFLDWLRQ RI WKH PDFKLQHU\ DQG SURGXFWLRQ EXBLOGHRAY XVHG LQ WKH PDQXIDFWXULQJ SURFHVV DV

ZHOO DV FRVWV RI SURGXFWLRQ DGPLQLVWUDWLRQ DQG PDQDJHPHQW 1%%%%%%&%%%—

OHVV FRVW RI FRPSOHWLRQ DQG FRVWV WR VHOO "ULWH GRZQV UHDOLVHG GXULQJ WKH \HDU

.H\ DFFRXQWLQJ HVWLPDWHY DQG MXGJHPHQWYV :ULWH GRZQV UHYHUVHG GXULQJ WKH \HDU
&DSLWDOLVHG SURGXFWLRQ RYHUKHDGYV KDYH EHHQ FDOFXODWHG XVLQJ BG/GNINBRRPOE® ZRNW H ISWKRE PAG H kG KV LUHY WHHH\GI D U
UHJXODUO\ WR HQVXUH WKH UHOHYDQW DVVXPSWLRQV FRQFHUQLQJ FDSDFUWW X VVIRFIMWDO WWRQ6BHWE ARERHY DQG RWKHU UHOHYDQW
IDFWRUV LQ WKH FDOFXODWLRQ RI DFWXDO FRVWV RI VDOHV &KDQJHV WR WKH FDOFXODWLRQ PHWKRG IRU SURGXFWLRQ RYHUKHDGYV
LQFOXGLQJ OHYHOV RI FDSDFLW\ XWLOLVDWLRQ OHDG WLPHV HWF FRXOIURGXFWLWEHR YHURKY POV AV DLQE OKKGH B YIHU WA ¥ DO Y DVOURBRISQAM FREHLD Y H Q W
LQYHQWRULHV PLOOLR@HBWHPEHU

BURGXFWLRQ FRVWY LQFOXGH GLUHFWO\ DWWULEXWDEOH SURGXFWLRQ FRVWYV
. PLOOLRQ

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
UDGH UHFHLYDEOHY DQG RWKHU UHFHLYDEOHYV

*LYHQ WKH SURILOH RI RXU FXVWRPHUV LQFOXGLQJ ODUJH ZKROHVDOHUV DQG

$FFRXQWLQJ SROLFLHV DOORZDQFH LV DVVHVVHG WR EH OLPLWHG FRQVHTXHQWO\ WKH ORVV DOORZD!

5HFHLYDEOHV FRQVLVW PDLQO\ RI WUDGH UHFHLYDEOHV 2Q LQLWLDO UHFRX@UMLIRIH LYHREHOLIND E@RIY DXUHURIGEIW XUHG DW IDLU YDOXH
DQG VXEVHTXHQWO\ DW DPRUWLVHG FRVW SHFHLYDEOHV DUH ZULWWHQ GRHEXSROWYIRMD R VW KHIUDQHFRIE ¥ BEESMHRO DMVHKVNBHQWORR©®J GXH DIWHU PRUH W
WKH VLPSOLILHG DSSURDFK LQ DFFRUGDQFH ZLWK ,)56 ZKHUH ORVV DO ORIPRIGLW R H & BWKHE EDD O 6 FHVRHHW SOV WRE EXHGHYW DVVHWY DQG DPRXQW)\
ORVVHYV 6HSWHPEHU

PLOOLRQ
$JHLQJ RI WUDGH UHFHLYDEOHYV
1RW GXH
'XH XS WR  GD\V
'XH EHWZHHQ DQG GD\V
'XH PRUH WKDQ  GD\V
7UDGH UHFHLYDEOHY DW 6HSWHPEHU JURVV
/RVV DOORZDQFH DW 6HSWHPEHU
7UDGH UHFHLYDEOHY DW 6HSWHPEHU QHW

/IRVV DOORZDQFH DW 2FWREHU

([FKDQJH DGMXVWPHQW

$GMXVWPHQW WR DFTXLVLWLRQV SUHYLRXV \HDUYV
$OORZDQFHV XVHG GXULQJ WKH \HDU UHDOLVHG ORVVHV
$GGLWLRQDO DOORZDQFHV UHFRJQLVHG GXULQJ WKH \HDU
/IRVV DOORZDQFH DW 6HSWHPEHU

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
6KDUH RSWLRQV

7KH IROORZLQJ DVVXPSWLRQV ZHUH DSSOLHG LQ GHWHUPLQLQJ WKH IDLU YDO
$FFRXQWLQJ SROLFLHYV RSWLRQV JUDQWHG GXULQJ WKH ILQDQFLDO \HDU

6KDUH RSWLRQV DUH JUDQWHG WR WKH H[HFXWLYH PDQDJHPHQW DQG VHQLBHERPOOIRGHRWp HRWY HTXLW\ VHWWOHG VFKHPHYV
WKH IDLU YDOXH RI RSWLRQV LV GHWHUPLQHG DW WKH JUDQW GDWH 7KH RSWHRQUMBERXH LV VXEVHTXHQWO\ UHFRJQLVHG RYHU WKH
YHVWLQJ SHULRG DV VWDII FRVWV )RU FDVK VHWWOHG VFKHPHV WKH IDLYYPQXH RIYREWLRQV JUDQWHG GXULQJ WKH SHULRG LV
UHFRJQLVHG DV VWDIlI FRVWV ZKHUHDV WKH IDLU YDOXH DGMXVWPHQW RIJUPQWHSE RIWERRY 'URP PUB Yk RXY SHULRGV LV
UHFRJQLVHG XQGHU ILQDQFLDO LWHPV 7KH SXUFKDVH DQG VHOOLQJ SULFHYHRWHEHOVXYN VKBUHDBQ HIHUFLVH RI VKDUH RSWLRQV
DUH GHGXFWHG IURP RU DGGHG WR HTXLW\ DV WKH FDVH PD\ EH 9RODWLOLW\
5LVN [UHH LQWHUHVW
6KDUH RSWLRQV DUH JUDQWHG WR PHPEHUV RI WKH H[HFXWLYH PDQDJHPHQW b & DROKHRW iR R W EiPYYH HPHOW- RRU' WKH SXUSRVH RI

PRWLYDWLQJ DQG UHWDLQLQJ D TXDOLILHG PDQDJHPHQW JURXS DQG LQ RUGHU WR DOLJQ WKH LQWHUHVWY RI PDQDJHPHQW ZLWK WKRVH
RI WKH VKDUHKROGHUV 2SWLRQV DUH DZDUGHG DV XQFRQGLWLRQDO DOORFDWLRQV DW WKH GDWH RI JUDQW EXW YHVW RYHU D WKUHH \HDU

SHULRG 7KH YDOXH RI RSWLRQV DW WKH GDWH RI JUDQW HTXDOOHG DQ DYHUDJH RI WKUHH PRQWKV VDODYS IRB HBFE HHFLSLHOW (ZL WK jhsy HUD I H
WKH H[FHSWLRQ RI WKH H[HFXWLYH PDQDJHPHQW 1R Rl H[HUFLVHVKDUH 1R RI H[HUFLVHVKDUH
RSWLRQV SULFH SUFH RSWLRQV SULFH SUFH|
7KHDUU\LQJ DPRXQW RI WKH FDVK VHWWOHG VKDUH RSWSR® SEHRIUDPPHV IV Y RSWLROQV
PLOOLR®HSWHPEHU ZKLOH WKH IDLU YDOXH RI DOO RSWLRQ SURJUDPPHYV D%WUDQ:VWQ@ DPRXQWHG WR '..
PLOOLR®HSWHPEHU'.. PLOOLRQHBWHPEHU 2SWLRQV DZDUGHG
2SWLRQV H[SLUHG
PLOOLRQ Q [
2SWLRQV IRUIHLWHG

6KDUH RSWLRQV KDYH DIIHFWHG WKH SURILW RU ORVV IRU WKH \HDU DV IROORZV
2SWLRQV H[HUFLVHG

6WDII FRVWY DFFRXQWLQJ YDOXH RI FDVK DQG HTXLW\ VHWWOHG SURJUD"’PHV
XWVWDQGLQJ VKDUH RSWLRQV

JLQDQFLDO FRVWYV IDLU YDOXH DGMXVWPHQW RI FDVK VHWWOHG SURJUDPP \X/ 6HSWHPEHU
&RVW RI VKDUH RSWLRQV UHFRJQLVHG LQ SURILW RU ORVV

$W WKH GDWH RI H[HUFLVH

7KH IDLU YDOXH RI WKH RSWLRQV ZDV FDOFXODWHG XVLQJ WKH %ODFN 6FKROHV IRUPXOD DW WKH GDWH RI WKH JUDQW LQ ZKLFK WKH
LOQOWHUHVW UDWH DSSOLHG ZDV WKH \LHOG RQ 'DQLVK JRYHUQPHQW VHFXULWLHV 9RODWLOLW\ LQ WKH VKDUH LV FDOFXODWHG DV PRQWKO\
PRYHPHQWY SHULRG HQG WR SHULRG HQG RYHU ILYH \HDUV 2SWLRQV DUH DVVXPHG WR EH H[HUFLVHG RQ DYHUDJH RQH \HDU LQWR

WKH H[HUFLVH SHULRG

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH FROWLQXHG 1RWH
LRW HIH 3URYLVLRQV IRU SHQVLRQV DQG VLPLOI
1R 6KDUH DW
RSWI  RSWLR@BWLRQ&HSWH  ([HUFLVH
<HDU RI LVVXH LVV ODSVHGHUFLVHG M SUFH| ([HUFLVH SHUL $FFRXQWLQJ SROLFLHV
6SHFLILFDWLRQ Rl RXWVWDQGLQJ VKDUH RSWLRQV ,Q GHILQHG FRQWULEXWLRQ SODQV WKH *URXS PDNHV UHJXODU SD\PHQWV F
IXQGV DQG LQVXUDQFH FRPSDQLHV 7KH *URXS LV XQGHU QR REOLJDWLRQ W
UHSULFHG GHILQHG FRQWULEXWLRQ SODQV DUH UHFRJQLVHG LQ WKH LQFRPH VWDWHPH
86 WKH SD\PHQW
86 UHSULFHG ,Q GHILQHG EHQHILW SODQV WKH *URXS LV XQGHU DQ REOLJDWLRQ WR SD\ [
FDOFXODWHG SUHVHQW YDOXH OHVV WKH IDLU YDOXH RI DQ\ SODQ DVVHWV I
UHSULFHG IRU SHQVLRQ DQG VLPLODU REOLJDWLRQV RU LQ SODQ DVVHWV LQ WKH EDOL
86 FDOFXODWHG LQWHUHVW EDVHG RQ DFWXDULDO HVWLPDWHY DQG ILQDQFLDC
86 UHSULFHG UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW 7KH GLIIHUHQFH EHWZHHQ WKH II
OLDELOLWLHY DQG WKH UHDOLVHG YDOXHY DW WKH HQG RI WKH \HDU LV FDO
86 RWKHU FRPSUHKHQVLYH LQFRPH ,Q FRQQHFWLRQ ZLWK D FKDQJH LQ EHQHIL
ZLWK WKH *URXS WR GDWH WKHUH ZLOO EH D FKDQJH LQ WKH DFWXDULDO F|
86 GLUHFWO\ WR WKH SURILW RU ORVYV
86
50 '"HILQHG FRQWULEXWLRQ SODQV
7KH *URXS RIIHUV SHQVLRQ SODQV WR FHUWDLQ JURXSV RI HPSOR\HHV LQ 'HQF
l ([HAVDEGIRSURQVDV S H UB HSWHP EHZ DV GHILQHG FRQWULEXWLRQ SODQV 7KH *URXS IXQGV WKH SODQV WKURXJK UHJXC
T L DL DO MTRLED. P EOIR e B D G MX VWP HOW RI WKH HIHUFLVH SULFH 2DV .. LQVXUDQFH FRPSDQLHV UHVSRQVLEOH IRU WKH SHQVLRQ REOLJDWLRQV WRZDU
FRQWULEXWLRQV IRU GHILQHG FRQWULEXWLRQ SODQV KDYH EHHQ PDGH WKH *
C RSWLRQV ZHUH JUDQWHG WR NH\ P 6HSWHPEF NW\SHUIRUPHU HPSOR\HHV &RQWULEXWLRQV WR GHILQHG FRQWULEXWLRQ SODQV DUH
PDQDJHPHQWY KROGYV RSWLRCDW DQ DYHUDJH H[HUFLVH SULFH FI PLOOLRQ .. PLOOLRWHFAIQLVHG

&RORSOKRONMGNVQJI RI WUHDVXU\ VKDUHV IXO0O\ FRYHUV WKH RSWLRQ SURJUDPRHNQNEB® BHKGHRISW ISOOQVQW[HUFLVHG XQGHU WKH

SURJUDPPH ZLOO QRW LQIOXHQFH WKH *URXS V FDVK SRVLWLRRQVERMR WFHID J)RW WHRU RO LQS IURXSK VRIE 4 WKGRPHPIWWHEY 1RBUHLIJQ VXEVLGLDULHY WKH *URXS KD
ILQDQFLDO VWDWHPHQWYV IRU DQ RYHUYLHZ Rl WUHDVXU\ VKDUHV KHOG E\ &§RGBRKCDYW PO WK EIOPRGEWWKHHW GDWH

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH FROWLQXHG

6KDUH RI JURVV GHILQHG EHQHILW REOLJDWLRQV E\ FRXQWU\ ‘.. PLOOLRQ

YUDQFH "HILQHG FRQWULEXWLRQ SODQV

*HUPDQ\ '"HILQHG EHQHILW SODQV

8. &RVW RI SHQVLRQ SODQV UHFRJQLVHG LQ SURILW RU ORVV
,WDO\

7RWDO 3HQVLRQ FRVWY FRQFHUQLQJ FXUUHQW ILQDQFLDO \HDU

1HW LQWHUHVW H[SHQVHYV

7KHVH SHQVLRQ OLDELOLWLHY DUH QRW RU DUH RQO\ SDUWO\ FRYBIWHG E\ LOVKWY *d FH 1L & Rk B HEQ H T L DABO HGMT BWORG VI EL bR WwiliRy LW RU ORVV

UHFRJQLVHG LQ WKH EDODQFH VKHHW DQG LQ WKH VWDWHPHQW Rl FRPSUHKHQVLYH LQFRPH DV LQGLFDWHG EHORZ &RORSODVW IXQGYV
WKH SODQV LQ WKH 8. $FWXDULDO JDLQV ORVVHV RQ SHQVLRQ REOLJDWLRQV

$FWXDULDO JDLQV ORVVHV RQ SODQ DVVHWYV

7KH SHQVLRQ SODQV DUH EDVHG RQ WKH LQGLYLGXDO HPSOR\HH V VDODU\ QUG THPDY R YUY IFR gLV WEH FRFSP R, AR ob 0y UnrrIQLVHG
DUH SDLG DV D OLIHORQJ SHQVLRQ 7KH DFWLYH SODQV DUH QRW H[FOXVLY i WNRuPQIS PR M- %@@@Vrﬂaﬁq@ﬁwpw@xs

6SHFLDO IXQGLQJ UHTXLUHPHQWY DSSO\ LQ WKH 8. ZKLOH WKLV LV QRW WKH FDVH IRU WKH RWKHU FRXQWULHV ,Q WKH 8. HPSOR\HH
LQWHUHVWYV DUH KDQGOHG E\ D 7TUXVWHH %RDUG $FFRXQWYVY DUH SUHSDUHGARRPAWKWYHDWD AF WBEHY QGLQJ RI DQ\ GHILFLV
GHWHUPLQHG &RORSODVW KDYH DQ XQFRQGLWLRQDO ULJKW WR DQ\ VXUSOXTKRROWHK P GHRKY M BAMYKH HQG RI WKH OLIH RI W H
ZKHQ DOO WKH OLDELOLWLHV KDYH EHHQ UXQ RIl $Q\ GHILFLW LQ WKH 6FKHPFN X U YPRWL BLE XY HEEMWLRODO FRQWULEXWLR VK H
HPSOR\HU RYHU D IL[HG SHULRG RI WLPH 7KH SODQV KDYH QR UHTXLUHPHQWWPRRUYPPNIBERY RRYVHFDWRR S RBUHBXVWWYV RU |

PDWFKLQJ VWUDWHJILHV 7KH SODQV KDYH D GXUDWLRQ RI DQ DYHUDJH RI  S¥HGVE'\DW'EHDORP EEBBYWHYREB 00O\ PDWXUH DIWH!
WKDQ \HDUV %HQHILW SDLG RXW

30DQ DVVHWYV DW 6HSWHPEHU

7KH *URXS H[SHFWVPKRGIIRQ.WR WKH GHILQHG EHQHILW.. SCPDLQW LRQ

'.. PLOOLRQ

6SHFLILFDWLRQ RI SODQ DVVHWYV
6KDUHV OLVWHG

%RQGV OLVWHG

,QOYHVWPHQWYV IXQGV OLVWHG
&DVK DQG VLPLODU DVVHWYV
30DQ DVVHWV DW 6HSWHPEHU

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH

'.. PLOOLRQ

FRQWLQXHG

6SHFLILFDWLRQ RI SUHVHQW YDOXH RI GHILQHG EHQHILW REOLJDWLRQ
3UHVHQW YDOXH RI GHILQHG EHQHILW OLDELOLW\ DW 2FWREHU
([FKDQJH DGMXVWPHQWYV

&XUUHQW VHUYLFH FRVWYV

&DOFXODWHG LQWHUHVW RQ OLDELOLW\

$FWXDULDO JDLQV ORVVHV ILQDQFLDO DVVXPSWLRQV

$FWXDULDO JDLQV ORVVHV GHPRJUDSKLF DVVXPSWLRQV

$FWXDULDO JDLQV ORVVHV H[SHULHQFH

%HQHILW SDLG RXW

SUHVHQW YDOXH RI GHILQHG EHQHILW OLDELOLW\ DW 6HSWHPEHU
)DLU YDOXH RI SODQ DVVHWYV DW 6HSWHPEHU

1HW OLDELOLW\ Rl GHILQHG EHQHILW SODQV DW 6HSWHPEHU

1HW OLDELOLW\ Rl GHILQHG EHQHILW SODQV DW 2FWREHU
([SHQGLWXUH IRU WKH \HDU

$FWXDULDO JDLQV ORVVHV RQ SHQVLRQ REOLJDWLRQ
([FKDQJH DGMXVWPHQW

$FWXDULDO JDLQV ORVVHV RQ SODQ DVVHWYV

3D\PHQWV UHFHLYHG

1HW OLDELOLW\ Rl GHILQHG EHQHILW SODQV DW 6HSWHPEHU

7KH EHORZ VHQVLELOLW\ DQDO\VLV VKRZV WKH FKDQJH LQ RQH RI WKH DFWX
DUH NHSW FRQVWDQW ,Q SUDFWLFH D FKDQJH LQ RQH RI WKH DVVXPSWLRQ
FKDQJH LQ WKH RWKHU DVVXPSWLRQV

SRLQW SRLQW SRLQW SRLQW

SHUFHQWDJH LQFUHDVH GHFUHDVH LQ WKH JURVV
OLDELOLW\ UHVXOWLQJ IURP D FKDQJH LQ D VLQJOH
DFWXDULDO DVVXPSWLRQ

'LVFRXQW UDWH
)XWXUH UDWH RI VDODU\ LQFUHDVHYV
,QIODWLRQ

$FWXDULDO DVVXPSWLRQV DSSOLHG DW WKH EDODQFH VKHHW GDWH H[SUHVVHG DV DQ

DYHUDJH
"LVFRXQW UDWH

YXWXUH UDWH RI VDODU\ LQFUHDVHYV
,QIODWLRQ

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
2WKHU SURYLVLRQV

/HIDO /HIDO
FFRXQWLQJ SROLFLHYV
g Q Q PLOOLR FODLPV 2WKHU 7RWDOFODLPV 2WKHU 7RWDO
BURYLVLRQV DUH UHFRJQLVHG ZKHQ WKH *URXS KDV D OHJDO RU FRQVW G RP D SBVWHYHOW—DHBOG6
LW LV SUREDEOH WKDW DQ RXWIORZ RI WKH *URXS V ILQDQFLDO UHVRXUF HIH-{—/)\”'FPI-F WR VHWWOH WKH REOLJDWLRQ

BURYLVLRQV DUH PHDVXUHG DV ODQDJHPHQW V EHVW HVWLPDWH RI WKH D URQXY(?_%Lﬁ V\{lKX%/deZIE; dﬁ_l—b?lmpla_‘_?ﬁwly LV H[SHFWHG WR

EH VHWWOHG 7KH *URXS UHFRJQLVHV D SURYLVLRQ IRU WKH UHSODFHPH%\éIX H%U§ F%(YQA(/ £8\7}—{H_|WCHEV|}8 %Q%SFWKLE'W WKH
EDODQFH VKHHW GDWH

\HDU
$GGLWLRQDO SURYLVLRQV
.H\ DFFRXQWLQJ HVWLPDWHY DQG MXGJIJHPHQWYV SURYLVLRQV DW 6HSWHPEHU

BURYLVLRQV IRU OHJDO REOLJDWLRQV FRQVLVW RI SURYLVLRQV IRU SHQGLQJ OLWLJDWLRQ ODQDJHPHQW PDNHV DVVHVVPHQWYV RI
SURYLVLRQV DQG FRQWLQJHQW OLDELOLWLHV LQFOXGLQJ WKH SUREDEOH[RXWFREH RWSHQGELEY DQG SRVVLEOH IXWXUH OLWLJDWLRQ
ZKLFK LV LQKHUHQWO\ VXEMHFW WR XQFHUWDLQ IXWXUH HYHQWYV %DVHGIRQ EQWRUHPW ORQ BLYDLWVOIDEVOH ODQDJHPHQW EHOLHYHV
WKDW DGHTXDWH SURYLVLRQV KDYH EHHQ PDGH IRU SHQGLQJ OLWLJDW L R&X UBKHN W KOHDHE IFOIQVER QR DVVXUDQFH WKDW WKH VFRSH

RI WKHVH PDWWHUV ZLOO QRW EH HIWHQGHG QRU WKDW PDWHULDO ODZVHXLRWLVEGRYVPYWOHSDOS VEHREMHGLQIV RU LQYHVWLIJDWLRQV ZLOO
QRW DULVH LQ WKH IXWXUH

BURYLVLRQV FKDUJHG WR SURILW RU ORVV
GXULQJ WKH \HDU

/HIDO FODLPYV
7KH DPRXQWYVY DUH JURVV DPRXQWY UHODWLQJ WR FHUWDLQ OHJDO FODLPV

&RORSODVW LV RFFDVLRQDOO\ SDUW LQ YDULRXV OHJDO SURFHHGLQJV ZLWK W
WR KDYH D PDWHULDO HIITHFW RQ WHKBUIQR@IMLDO SRVLWLRQ RU IXWXUH

2WKHU
2WKHU OLDELOLWLHVY UHODWH WR SURYLVLRQV IRU H[SHQVHY DVVRFLDWHG ZLV

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
&S&UHGLW LQVWLWXWLRQV

$FFRXQWLQJ SROLFLHV

%RQGV

&RORSODVW UDLVHG LQ (85 ELOOLRQ LQ GHEW ILQDQFLQJ WKURXJK WK

%RUURZLQJV IURP FUHGLW LQVWLWXWLRQV DUH UHFRJQLVHG DW IDLU YDRXWY bIHPWHHIYLQTHIDLQ PRBYRE iR ¢8¥ X EVRHIXPORDOXPHEHU WKH &RORSODVW (X!

DPRUWLVHG FRVW

XQFRQGLWLRQDOO\ DQG LUUHYRFDEO\ JXDUDQWHHG E\ &RORSODVW &2/2&% (8
(85 PLOOLRQ FDUULHV D IL[HG FRXSRQ XQWLO PDWXULW\ LQ DQG &2/2&%

&HUWDLQ ERUURZLQJVY DUH VXEMHFW WR VSHFLILF OHYHUDJH FRYHQDQW¥[;\,6k6|EVP\Uﬂ4QFRPSQ})—&%%LW@G &2/28&% FDQ EH UHGHHPHG DW D PDUNHW SULFH

'.. PLOOLRQ 0ODWXULW\

7THUP ORDQ ODWXUHV LQ
2WKHU ERUURZLQJV IURP FUHGLW LQVWLWXWLRQV/HVV WKDQ RQH \HDU

%RUURZLQJV IURP FUHGLW LQVWLWXWLRQV DW
6HSWHPEHU

UHODWLRQ WR QDPHG (85 ERQGV ZLWK VLPLODU PDWXULW\

$ SUH KHGJH zZDV PDGH ZLWK ,QWHUHVW VZDSV RQ WKH WZR IL[HG UDWH ERQG\
FORVHG GRZQ XSRQ LVVXH RI WKH ERQGYV 7KH REMHFWLYH ZDV WR ORFN LQ LQ
LQWR WKH VZDSV 7KH JDLQ RI ".. PLOOLRQ KDV EHHQ UHFRJQLVHG LQ WKH F
ILQDQFLDO LWHPV DV DQ RIIVHW WR WKH IL[HG LERGH®WHVW FRXSRQV GXULQJ W

1RP DPRXQMVV WKDQ RQ@HLQ WRRUH WKDQ
6KRUW QDPBXUUHQF\ PLOOLR®GDU PLOUCHROY PLOEGDRY® PLOO&RRSRQ

%RQGV ODWXUHV LQ DQG
0,

6HH QRWH 5LIKW RI x\Af/2&% (85

/HDVH OLDELOLW\ DVVHWYV &212&% (85

%DQN EDODQFHV

1HW LOWHUHVW EHDULQJ GHEW DW 6HSWHPEHU

2WKHU ERUURZLQJV IURPWMFUHGLW LQVWLWXWLRQ

$YDLODEOH IRU ZLWKGUDZDO

2WKHU ERUURZLQJV IURP FUHGLW LQVWLWXWLRQV PDLQO\ FRPSULVH GUDZGRZQV RQ UHYROYLQJ FUHGLW IDFLOLWLHYV ZKLFK DUH
FRPPLWWHG IRU WKUHH \HDUV RQ WKH EDODQFH VKHHW GDWH LQ DGGLWLRQ WR PLQRU EDQN RYHUGUDIWY RQ DXWKRULVHG VKRUW WHUP

IDFLOLWLHYV

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH

JLODQFLDO LQVWUXPHQWYV E\ FDWHJRU\

$FFRXQWLQJ SROLFLHV

)LQDQFLDO LQVWUXPHQWYV DUH PHDVXUHG DW HLWKHU DPRUWLVHG FRVW RU IDLU YDOXH 7KRVHILQDQFLDd%@Wé&@@%ﬁ#ﬁ{ %%ﬁﬂﬁ
DUH PHDVXUHG DW IDLU YDOXH FDQ EH FDWHJRULVHG DFFRUGLQJ WR WKH IDLU YDOXH PHDVXUHEHRYvK L EER Y MK R BRRBRK I

. PLOOLR
/HYHO2EVHUYDEOH SULFHV LQ DFWLYH PDUNHWYV IRU LGHQWLFDO LQVWUVPHS‘V“V’Q,’ Q

FRVW

&RQWLQJHQW
JLQDQ FRQVLGHUDWLRQ

LU YDOXH

JK SURILW

RU ORVYV

OHYHO OHYt OHYHO 7RWDO

/HYHO9DOXDWLRQ PRGHOV SULPDULO\ EDVHG RQ REVHUYDEOH SULFHV RU WWIGHGHFUILFIDE RHWVRPSDUDEOH LQVWUXPHQWYV

2ZWKHU UHFHLYDEOHYV

/HYHO9DOXDWLRQ PRGHOV SULPDULO\ EDVHG RQ QRQ REVHUYDEOH SULFHXDVK DQG FDVK HTXLYDOHQWYV

7KH IDLU YDOXH RI IRUZDUG H[FKDQJH FRQWUDFWY DQG RWKHU GHULYDWIY¥®D®BDPQF DYV HYYWUXPHQWY DUH FRQVLGHUHG D OHYHO
IDLU YDOXH PHDVXUHPHQW DV WKH IDLU YDOXH LV GHWHUPLQHG GLUHFW®KEHHVHEHIROWVKRVIKEOXWKRQW[FKDQJH UDWHV DQG
TXRWHG IRUZDUG H[FKDQJH UDWHYV DW EDODQFH VKHHW GDWHY 7KH IDLUWR@XVHY RI GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV LV

FDOFXODWHG RQ WKH EDVLV RI

FXUUHQW PDUNHW GDWD

7UDGH SD\DEOHV
2WKHU SD\DEOHYV
/HDVH OLDELOLWLHYV

JLODQFLDO OLDELOLWLHYV

7UDGH UHFHLYDEOHYV
2WKHU UHFHLYDEOHYV
&DVK DQG FDVK HTXLYDOHQWYV

JLOQODQFLDO DVVHWYV

2WKHU FUHGLW LQVWLWXWLRQV
%RQGVy

7UDGH SD\DEOHYV

2WKHU SD\DEOHYV

/HDVH OLDELOLWLHV

JLOQODQFLDO OLDELOLWLHYV

) 7KHIDIWYDOHR WHERQGVDP RXQMR' . . PLOOLRQ

PUHOSONIRREHUFDOFXODWHG EDVHG RQ PDUNHW SULFHV C

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
JLODQFLDO ULVNYV

5LVN PDQDJHPHQW SROLF\
)LQDQFLDO ULVNV DUH PDQDJHG FHQWUDOO\ DQG DFFRUGLQJO\ DOO GHULYDWL Yk LRYWUXPHQWGHUH-5HBQRIHG (B0 @ WRAWBHRODHS EBWKE5 2WKHU
SDUHQW FRPSDQ\ 7KH IUDPHZRUN LV GHWHUPLQHG E\ WKH ILQDQFLDO SROLMPSHIHIRNHG P QAXRQPDEHWKH %RDUG RI LUHFWRUV
7KH ILQDQFLDO SROLF\ FRPSULVHV SROLFLHV IRU IRUHLJQ H[FKDQJH IXQGLOJIUOHTFLGIMV\ DQG ILQDQFLDO FRXQWHUSDUWYV 7KH FRUH
SULQFLSOH LV IRU ILQDQFLDO ULVN WR EH PDQDJHG ZLWK D YLHZ WR UHGXFLWQRI MVJIRUIORNYW ULVN

2WKHU FRPSUHKHQVLYH LQFRPH
JRUHLJQ H[FKDQJH ULVN 7RWDO FRPSUHKHQVLYH LQFRPH
$ QXPEHU RI WKH *URXS V ILQDQFLDO LQVWUXPHQWYV LV H[SRVHG IRUHLJIQ AJFKBRWH VNNV DV PrQAWXY RO FRQVATXHAQFH RT LWV JOREDO
DFWLYLWLHV 7KH %RDUG RI 'LUHFWRUV GHWHUPLQHV WKH OHYHO RI ULVN DMK DUSHUFAHIQWDJIH RI (%,7'$ JRUHLJQ H[FKDQJH ULVN LV
FDOFXODWHG E\ DSSO\LQJ WKH SULQFLSOHV RI D FDVK IORZ DW ULVN PRGH G URIHWRUHDRYW[FKEC
LQVWUXPHQWY LV FRQFHQWUDWHG LQ UHFHLYDEOHV SD\DEOHV DQG FDVK SRVKMU F®P SIHIRFQ\OLYH LQFRPH
WR WKLV WKH IDLU YDOXH RI WKH *URXS V KHGJLQJ LQVWUXPHQWYV LV VLJQLRVFDQWR P HPSIKWVKG WR EQFQPHYV LQ IRUHLJQ H[FKDQJH UDWHYV
2Q WKH RWKHU KDQG WKHUH LV RQO\ D ORZ IRUHLJQ H[FKDQJH ULVN DWWDFKHG WR WKH *URXS V LVVXH RI ERQG DV WKHVH DUH

GHQRPLQDWHG LQ (85 7KH LQFUHDVH DQG GHFUHDVH UHVXOWLQJ IURP D FKDQJH DUH WKH VDPH DV
KLOH (85 LV D NH\ FXUUHQF\ IRU WKH *URXS WKH IRUHLJQ H[FKDQJH ULVN LywH/PWG S WM ORENGXH WR IL[HG H[FKDQJH UDWH

SROLF\ Rl WKH FHQWUDO EDQN RI "HQPDUN RI WKH *URXS V QHW LQWHUHVW EHDULQJ GHEW LV FDUU\LQJ IL[HG LQWHUH\
$V DWSHSWHPEHUDQ DYHUDJH RI RI WKH IROORZLQJ WZHOYH PROQWKYV RI H{SWHEWHEW YRVED vKKIb RZYRWLRY PV HU EDODQFH VKHHW GDWH ZDV \HDUV
FXUUHQF\ ZHUH GHSWHBEHU RI WKH IROORZLQJ WZHOYH PRQWKV RI FDVK FIR¥KYH RXWVWDQGL Qb BMEMEBZ BXOGC LPSDFW WKH ,QWHUHVW FKDUJHV ZLWK D
7KH WDEOH EHORZ VKRZV KRZ D WKHRUHWLFDO FKDQJH RI LQ DOO qughgglﬁﬁ\? DJDLQVW 'DQLVK NURQHU ZLOO LPSDFW WKH

ILQDQFLDO LQVWUXPHQWY UHFRJQLVHG DW WKH EDODQFH VKHHW GDWH 7kKH IPSGEH) ¥6VNURILW RU ORVV FRPHV PDLQO\ IURP
UHFHLYDEOHY GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHV 7KH LPSDFW RQ RWKKID HEFRVHKHWRLOHTXS S U HOMDYW HY MRRWKGHIH® WBPREH RIZ .Q DGGLWLRQ

KHGJLQJ LOQVWUXPHQWY 7KH KHGJHG H[SRVXUH LV LQFOXGHG LQ WKH VHQWRIXUY N LYo MK HV BRES WPy K I RYMHWKHYHR RPSAY LYHUR @ ERE FRPPLWWHG DQ
DGHTXDWH OHYHO RI IXQGLQJ IRU WKH *URXS V DFWLYLWLHY HYHQ LQ SHULRG

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

‘. PLOOLRQ 7KH FUHGLW ULVN UHODWHG WR WUDGH UHFHLYDEOHY DQG RWKHU UHFHLYDEO
&DVK DQG FDVK HTXLYDOHQWYV RWKHU FRXQWHUSDUWLHY )RU WKLV UHDVRQ WKHRFWH®RWIKIH N. QP QHJIDW G H G
/LTXLG DVVHWV UHFRUGHG RQ WKH EDODQFH VKHHW DW 6HSWHPEHU VWDWHPHQW

&RPPLWWHG FUHGLW IDFLOLWLHVY XQXWLOLVHG PRUH WKDQ \HDU
8QFRPPLWWHG FUHGLW IDFLOLWLHV XQXWLOLVHG VKRUW WHUP
JLQDQFLDO UHVHUYHV DW 6HSWHPEHU

7KH FUHGLW ULVN UHODWHG WR EDQN GHSRVLWV LV SXUVXDQW WR WKH *URXS
PDNLQJ PRQH\ PDUNHW GHSRVLWVY RQO\ ZLWK VHOHFWHG ILQDQFLDO LQVWLW X\
DGGLWLRQ WKH PD[LPXP GHSRVLW OLPLWY KDYH EHHQ GHILQHG IRU HDFK ILQC

PDUNHWDEOH VHFXULWLHV LV FRQVLGHUHG WR EH OLPLWHG DV LQYHVWPHQW L
7KH %RDUG RI 'LUHFWRUYV JHQHUDOO\ LQWHQGYV WR GLVWULEXWH H[FHVV FEdeﬂN\QISJWKH VKDUHKROGHUV E\ ZD\ Rl GLYLGHQGYV DQG VKDUH

EX\EDFNV ,W LV H[SHFWHG WKDW GLYLGHQGV ZLOO EH SDLG WZLFH D \HDU DIWHU WKH $QQXDO *HQHUDO OHHWLQJ DQG DIWHU WKH UHOHDVH
RI WKH KDOI \HDU LQWHULP UHSRUW +RZHYHU VKDUH EX\EDFNV DQG GLVWPKEXWUIHRQ WIUGMALGHQOBWHG WROZIDPVY YEMWR Y EH IZQMKFGXE LQVWUXPHQWY LV DO
FRQVLGHUDWLRQ IRU WKH *URX® YGOSDRIQE/LW\ UHTXLUHPHQWYV FRQWUDFWY DUH RQO\ HQWHUHG ZLWK VHOHFWHG ILQDQFLDO LQVWLWXWLRQV

7KH FDSLWDO PDQDJHPHQW REMHFWLYH RI WKH *URXS LV WR UDLVH QHZ GHEW RQO\ IRU DFTXLVLWLRQ SXUSRVHV RU IRU RWKHU VSHFLDO
SXUSRVHV 7KH *URXS DVVHVVHV WKH FDSLWDO RQ WKH EDVLV RI WKH VROYHQF\ UDWLR ZKLFK LV FDOFXODWHG LQ DFFRUGDQFH ZLWK WKH
JXLGHOLQHV LVVXHG E\ WKH 'DQLVK 6RFLHW\ RI )LQDQFLDO $QDO\VWYV

&UHGLW ULVN

7KH *URXS V FUHGLW ULVN UHODWHYVY WR WKH SRVVLELOLW\ WKDW WKH FRXQWHUSDUWLHYV RI LWV ILQDQFLDO DVVHWY DUH QRW DEOH WR PHHW WKHLU
REOLJDWLRQV DV WKH\ IDOO GXH 7KH FDUU\LQJ DPRXQW RI WKH ILQDQFLDO DVVHWYVY UHSUHVHQWY WKH PD[LPXP FUHGLW ULVN H[SRVXUH

7KH *URXS V SROLF\ IRU PDQDJLQJ FUHGLW ULVNV LQYROYHV DQ RQJRLQJ FUHGLW DVVHVVPHQW RI PDMRU FXVWRPHUYV DQG RWKHU NH\

EXVLQHVV SDUWQHUV

7KH FUHGLW ULVN H[SRVXUH UHODWHV WR L UHFHLYDEOHV LL EDQN GHSRVLWV DV ZHOO DV LLL GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV
IRUZDUG H[FKDQJH FRQWUDFWYV ZLWK D SRVLWLYH IDLU YDOXH DW WKH EDODQFH VKHHW GDWH

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
'HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

3IXUVXDQW WR WKH *URXS V IRUHLJQ H[FKDQJH SROLF\ IRUZDUG H[FKDQJH FRQ
$FFRXQWLQJ SROLFLHV DQG GHOD\LQJ WKH HIITHFW RI H[FKDQJH UDWH IOXFWXDWLRQV LQ SURILW RU O
$W WKH LQLWLDWLRQ RI GHULYDWLYH FRQWUDFWY LW LV DVVHVVHG ZKHWR®DWY MK THPROWVRU KHGJH DFFRXQWLQJ DQG WKH

GHULYDWLYHV DUH FODVVLILHG DV HLWKHU FDVK IORZ KHGJHV RU IDLU YDOXH KHGJHV &DVK IORZ KHGJHYVY UHODWHY WR KLJKO\

SUREDEOH IRUHFDVWHG WUDQVDFWLRQV DW D IXWXUH SRLQW LQ WLPH )BKU Yo X didT KR QIoblwWil WR FRBD¥ADW OWK\HD DI\ v Db WikH SULQFLSOHV R

RI DVVHWV RU OLDELOLWLHYV UHFRJQLVHG RQ WKH EDODQFH VKHHW "LUHFWRUV GHWHUPLQLQJ WKH OHYHO RI ULVN DV D SHUFHQWDJH RI RSHUDWLC
WKURXJK FDVK IORZ KHGJHV DQG LQ VRPH FDVHV WKURXJK IDLU YDOXH KHGJH

8SRQ LQLWLDO UHFRIQLWLRQ WKH IDLU YDOXHV RI GHULYDWLYH ILQDQFRQ dQVWKXGHWKD RUSUYHAR IRV EGvRY DRLRYYHYGRH S FwHG  PRQWK UROOL
OLDELOLW\ RQ WKH EDODQFH VKHHW GDWH 7KHVH DUH SUHVHQWHG WRJHWKHU ZLWK RWKHU UHFHLYDEOHVY RU RWKHU SD\DEOHV

UHVSHFWLYHO\ 7KH IDLU YDOXHV RI GHULYDWLYH ILOQDQFLDO LQVWUXPHQ@WH DURK S XKEMHTHH QR MAOR XUWHAHDPALHWHIE DVWBED LG ¥ DBXHDRW +8) DQG VHOHFWLYH
HDFK UHSRUWLQJ GDWH WDNLQJ WKH FRVW RI KHGJLQJ LOQWR FRQVLGHUDWLRQ

7KH VXEVHTXHQW YDOXH DGMXVWPHQWYV RI FDVK IORZ KHGJHV DUH UHFR%QMV%Wé(%Fﬁw&W%%£M$#@%ﬁ@\y\}dﬁ@ ERNVRPHRZYV GHQRPLQDWHG LQ (85 D\

DV D FDVK IORZ KHGJH UHVHUYH ZKHQ WKH KHGJLQJ UHODWLRQVKLS FRQW QXY W}BHPIFLT'NVGVY-HTHK%@GﬁV\(JLDY\A_IiIQ%\é\bHﬁT%ILW}Tk%HIQI-WQWUDO EDQN RI '"HQPDUN
7KH UHVHUYH LV UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW XSRQ UHDOLVDWLRQ RI WKH KHGJHG WUDQVDFWLRQV ,QWHUHVW KHGJH

RI ERQGV ZLWK IL[HG UDWH LV UHFRJQLVHG LQ WKH RWKHU FRPSUHKHQVLYH LQFRPH DV UHVHUYH IRU KHGJLQJ XQWLO WKH

KHGJHG LQWHUHVWY ZLOO EH UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW ,I D GHULYDWLYH ILOQDQFLDO LQVWUXPHQW XVHG WR KHGJH
H[SHFWHG IXWXUH WUDQVDFWLRQV H[SLUHV LV VROG RU QR ORQJHU TXDOLILHV IRU KHGJH DFFRXQWLQJ DQ\ DFFXPXODWHG
UHVHUYH UHPDLQV LQ HTXLW\ XQWLO WKH KHGJHG WUDQVDFWLRQ LV FRQFOXGHG ,I D WUDQVDFWLRQ LV QR ORQJHU H[SHFWHG WR EH

FRQFOXGHG DQ\ UHVHUYH DFFXPXODWHG XQGHU HTXLW\ LV WUDQVIHUUHG WR WKH LQFRPH VWDWHPHQW

7KH VXEVHTXHQW YDOXH DGMXVWPHQWYV RI IDLU YDOXH KHGJHY DUH UHFRJQLVHG WKURXJK SURILW RU ORVV DORQJ ZLWK DQ\
DGMXVWPHQWY RI WKH YDOXH RI WKH KHGJHG DVVHW WKDW FRQFHUQ WKH KHGJHG ULVN

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH_ FRQWLQXHG

6SHFLILFDWLRQ RI GHULYDWLYH

&RQWUPFW YDOXHWH SHU WKH
DPRXQW PRQWUDFWKMHWJILQJI[SLU\ SHULRG RI

$YHUDJH
HI[FKDQJH

ILQDQFLDO LQVWUXPHQWY KHOG DW WKH EDODQFH VKHHW GDWH

$YHUDJH
H[FKDQJH
&RQWUPIFW YDOXHDWH SHU WKH
DPRXQW PRQWUDFWKMHWJILQJI[SLU\ SHULRG RI

.. PLOOLRQ \FHDUHQB|§ \HDUHQ@ FRQWUDFWWKH FRQWUDFWWLOOLRQ \HDUHQBIY \HDUHQ@| FRQWUDFWWKH FRQWUDFWV
86" 2FW 6HS 86" 2FW 6HS
*%3 2FW 6HS *06 3 2FW 6HS
-3< 2FW 6HS -3< 2FW 6HS
+8) 2FW 6HS +8) 2FW 6HS
2WKHU FXUUHQFLHV Q D 2FW $XJ 2WKHU FXUUHQFLHV QD 2FW 6HS
JRUZDUG H[FKDQJH FRQWUDFWYV DW 6HSWHPEHU JRUZDUG H[FKDQJH FRQWUDFWYV DW 6HSWHPEHU

FDVK IORZ KHGJHV FDVK IORZ KHGJHV

3RZHU SXUFKDVH DJUHHPHQW 6HS 3RZHU SXUFKDVH DJUHHPHQW 6HS
3RZHU SXUFKDVH DJUHHPHQW DW  6HSWHPEHU 3RZHU SXUFKDVH DJUHHPHQW DW  6HSWHPEHU

FDVK IORZ KHGJHV FDVK IORZ KHGJHV

+8) 2FW "HF +8) 1RY $XJ
JRUZDUG H[FKDQJH FRQWUDFWYV DW 6HSWHPEHU JRUZDUG H[FKDQJH FRQWUDFWYV DW 6HSWHPEHU

IDLU YDOXH KHGJHV IDLU YDOXH KHGJHV

'"HIHUUHG JDLQ RQ VHWWOHG LQWHUHVW VZDSV '"HIHUUHG JDLQ RQ VHWWOHG LQWHUHVW VZDSV

(85 0D\ (85 0D\
(85 0D\ (85 0D\

,QWHUHVW VZDSV DW
LQWHUHVW SD\PHQWYV

6HSWHPEHU WR KHGJH

IXWXUH

,QWHUHVW VZDSV DW
LQWHUHVW SD\PHQWYV

6HSWHPEHU WR KHGJH IXWXUH

Y $P RQWWDQMDWG\R' . . P IARQVXMQI WHH FKDQI HUDWY SHUWHKHGI 1Q) FROADFW 3RVWYHDP RXQWVIQEFDWD | RIHFDWMGVDBIRN WHFXUHQR 1Q
TXHVWLRQ QHIDWLYH DPRXQWV LQGLFDWH D IRUHFDVWHG SXUFKDVH RI FXUUHQF\ LQ TXHVWLRQ
g 7KHIDIUYDOHR FROADPWDUHR I VHABHURXUHQR  7KHDP RXQW LY QRAHFHWDUD WHQHWERUMRQY DV GU DAR I VHMQ) FDQEHDSS@HG

t| SRMYHDP RXQW LOGFDWWDVWKH QHWDLUYDXHR! WHKHGI LQ) FROADRW LY DQ DWHWIL HI DWYHDP RXQW LOAFDWMWDVWKHQHAVDIUYDOHR WHKHG) Q)
FRQWUDFWYV LV D OLDELOLW\

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH
6SHFLILFDWLRQV RI FDVK IORZ IURP RSHUDWLQJ DQG ILQDQFLQJ
DFWLYLWLHYV

'.. PLOOLRQ

1HW JDLQ ORVV RQ GLYHVWPHQW RI QRQ FXUUHQW DVVHWYV
&KDQJH LQ RWKHU SURYLVLRQV

2ZWKHU QRQ FDVK RSHUDWLQJ LWHPYV

$GMXVWPHQW IRU RWKHU QRQ FDVK RSHUDWLQJ LWHPYV

L, QYHQWRULHYV
7UDGH UHFHLYDEOHYV

2WKHU UHFHLYDEOHV LQFOXGLQJ DPRXQWV KHOG LQ HVFURZ
7UDGH DQG RWKHU SD\DEOHV HWF

&KDQJHV LQ ZRUNLQJ FDSLWDO

&UHGLW &UHGLW
. PLOOLRQ /HDVH OLDELOLWRQGY IDFLOLWLHYVY 7TRWDO/HDVH OLDELOLWRQGY IDFLOLWLHV 7RWDO

%DODQFH 2FWREHU

$GGLWLRQV GXULQJ WKH \HDU
6HWWOHPHQW RI LVVXHG ERQGYV
&DVK IORZ

([FKDQJH DQG RWKHU DGMXVWPHQWYV
%DODQFH 6HSWHPEHU

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH 1RWH

&DVK DQG FDVK HTXLYDOHQWYV EROQOWLQIJHQW OLDELOLWLHY DQG JXDUL
' . PLOOLRQ $V SDUW RI WKH QRUPDO FRXUVH RI EXVLQHVV &RORSODVW LV LQYROYHG LQ S
%DQN GHSRVLWY VKRUW WHUP B3URYLVLRQV IRU SUREDEOH ORVVHV KDYH EHHQ PDGH IRU WKRVH PDWWHUV 0D:
&DVK DQG FDVK HTXLYDOHQWVY DW 6HSWHPEHU XQFHUWDLQWLHV DVVRFLDWHG ZLWK WKHVH HVWLPDWHYV

&RORSODVW GRHV QRW H[SHFW DQ\ SHQGLQJ OLWLJDWLRQV FODLPV DQG LQYH
HDUQLQJV FDVK IORZV RU ILQDQFLDO SRVLWLRQ QHLWKHU LQGLYLGXDOO\ QR
DWURYLVLRQV

&RORSODVW $ 6 'DQLVK VXEVLGLDULHY DQG &RORSODVW )LQDQFH %9 DUH SDU
+ROGLQJ $S6 DFFRUGLQJ WR ZKLFK WKH &RPSDQ\ SDUWO\ KDV D MRLQW DQG V
ZLWK UHVSHFW WR FRUSRUDWH LQFRPH WD[HV FRUSRUDWH ZLWKKROGLQJ WD]

1RWH 7KH FRPSDQ\ KDV FHUWDLQ FRQWLQJHQW IXWXUH UHJXODWRU\ PLOHVWRQH SD\

WKDW PD\ EHFRPH GXH LQ WKH IXWXUH 6XFK DUH FRQWLQJHQW LQ QDWXUH DQ
SXEOLF JUD QWV DFKLHYHPHQW RI FHUWDLQ UHJXODWRU\ PLOHVWRQHV 7KH HYHQWYV WULJJHULC
7KH *URXS KDV UHFHLYHG '.. PLOOLRQ LQ SXEOLF JUDQWV IRU'UHVHDUFK R@EXGHMHORSPHQW SXUSRVHYV

PLOOLRQ EXW KOMMRWQUHFHLYHG SXEOLF JUDQWV'IRUPL@OH\RWP HLRVLQFRPH IURP
LQYHVWPHQW JUDQW\EKBY UBFRIJQLVHG XQGHU SURGXFWLRQ FRVWV..LQ WKH LQFRPH VWDWHPHQW
PLOOLRQ

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1 RW H 5HPXQHUDWLRQ RI PHPEHUV RI WKH ([HFXWLYH ODQDJHPHQW LQ UHVSHFW RI W

5HPXQHUDWLRQ WR PHPEHUV RI WKH ([HFXWLYH ODQDJHPHQW PDNH XS ".. P
SHPXQHUDWLRQ RI WKH %RDUG R 'LU K Waiob W @k r(i pdrb &= Xo W lu o b Howv poe bun vsHELILHG DV |
ODQDJHPHQW .. PLOOLRQ

7KH FXUUHQW SROLF\ IRU WKH UHPXQHUDWLRQ RI WKH %RDUG RI 'LUHFWRUWDYB V[BIGERWLHNWYW ODQDIJHPHQW ZDV DGRSWHG LQ

DQG VHWV RXW WKH JHQHUDO JXLGHOLQHV IRU WKH UHPXQHUDWLRQ RI WKH3HQRWHUREY PDQDIHPHQW 7KH JXLGHOLQHV IRU WKH
UHPXQHUDWLRQ RI WKH %RDUG RI 'LUHFWRUYV DQG ([HFXWLYH ODQDJHPHQW DWKHNYDBHQHBHEOHVRQ WKH *URXS ZHEVLWH ([HFXWLYH
ODQDJHPHQW LV GHILQHG DV PHPEHUV UHJLVWHUHG ZLWK WKH 'DQLVK %XV LQMHWK BRXRULW\ 7KH ERDUG RI GLUHFWRUV GHFLGHG
1RYHPEHU WKDW WKH &(2 DQG &)2 ZHUH WR UHPDLQ DV WKH VROH UHJL&RHWMHIUHD® HEHERXWIHYQHY WR ([HFXWLYH ODQDJHPHQW

SHEXOHUDWLRO RI(IHEXWLYH 0DODIHEHOW HIFOXGLOJ YDOXH RI VKDUH RSWL
,Q DGGLWLRQ WR WKH GLVFORVXUHV SURYLGHG LQ WKLV QRWH PRUH GHWDERY ARG WKeWIFBSEBUUPWLBY RI (THFXWLYH 0DQDIHPHQW DQG

'LUHFWRUV DUH SURYLGHG LQ WKH VHSDUDWH 5HPXQHUDWLRQ UHSRUW IR U gVKH) & FRERPRGWW "URXS ZKLFK LV QRW D SDUW RT WKH DXGLWHG
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV 7KH UHSRUW LV DOVR DYDLODEOH,RR KM W RESREHEYEWNHL vH 0D0DIHPHOW

JHHV WR %RDUG PHPEHUV LQ UHVSHFW RI WKH FXUUHQW ILQDQFLDO \HDU
%RDUG PHPEHU IHHV KDV UHPDLQHG XQFKDQJHG IRU WKH SDVW QLQH \HDUW/ K$HWYWRM H ®RQ XBO UH REWILR QM H WK IFIKKIHVOEBDRE XODWHG DV WKH IDLU YDOXH RI

'"HFHPEHU LW ZDV GHFLGHG WR LQFUHDVH WKH UHPXQHUDWLRQ IRU WK H BRI/ B R URMOFIW RQ \O L\ KHZ § WEL W58 RP FRW S/WHIHV HDW & HVIKRIQXDO DFFRXQWLQJ F
5HPXQHUDWLRQ DQG 1RPLQDWLRQ &RPPLWWHH 7KH WRWDO UHPXQHUDWLRQQRAUUUWKH \HYBY @ QHDRFRUGD QPR XQWY WKH.DFFRXQWLQJ SROLFLHV DSSOLHG
PLOOLRQ PLOOLRQ ZKLFK LV LQFIGRWGHGRLW KWHRIWQDQALD O ¥ R\DWNHPUIPIRSWHBQY DZDUGHG RU H[HUFLVHG LQ WKH FXUUHQW ILQDQFLDO \HDU

DUH VSHFLILHG DV IROORZV
,/] D PHPEHU RI ([HFXWLYH ODQDJHPHQW LV JLYHQ QRWLFH RI WHUPLQDWLRQ E\

‘.. PLOOLRQ WR EUHDFK RQ WKH SDUW RI WKH PHPEHU RI ([HFXWLYH ODQDJHPHQW VXFK PH

2UGLQDU\ ERDUG PHPEHU IHH FRUUHVSRQGLQJ WR D PD[LPXP RI WZR \HDUV VDODU\ DQG SHQVLRQ FRQWULEX

$XGLW &RPPLWWHH

6KDUH RSWLRQV DUH JUDQWHG WR PHPEHUV RI ([HFEXWLY HRODHWRHWKRW DQG VI
IRPLQDWLRQ DQG 5HPXQHUDWLRQ &RPPLWWHH

ILQDQFLDO VWDWHPHQWYV IRU IXUWKHU LQIRUPDWLRQ UHJDUGLQJ VKDUH EDVH(

HH WR PHPEHUV RI WKH %RD RI' " LUHFWRUYV
) Y 2 ve Y Y 5HSRUW IRU WKH &RORSODVW *URXS ZKLFK LV QRW SDUW RI WKH DXGLWHG ILC

*URXS ZHEVLWH

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH 1RWH
SHODWHG SDUW\ WUDQVDFWLRQV (YHQWYV RFFXUULQJ DIWHU WKH EDODQF

5HODWHG SDUWLHV WR WKH &RORSODVW *URXS LQFOXGH PHPEHUV RI WKH % R CHN¥YGI QWL KIDFFW RRIPF B QGBH\G KDH WHHEF XWKLHY B DDD@B H PVHKGIW VD @& WH ZKLFK DUH GHFE
PDLQ VKDUHKROGHUV RI &RORSODVW $ 6 7KHUH ZHUH QR PDMRU WUDQVDFWHR®D & VWK USHICEIMMIKP @ MBUR U VWIHHNK IHJ A IEEGIE MRPRIQGDVL GHQ G

SD\PHQWY ,QIRUPDWLRQ DERXW WKH UHPXQH U L WWRIQV R | W\KK-H FOROQVCRIGH PGIMWYH IGV | V/ ©& BVQR X VOL Q
VWDWHPHQWYV

1RWH
JHHV WR DXGLWRUV DSSRLQWHG E\ WKH $QQXDO *HQHUDO OHHWLQJ

‘.. PLOOLRQ

BWDWXWRU\ DXGLW

$VVXUDQFH HQJDJHPHQWY RWKHU WKDQ DXGLW
7D[ DGYLVRU\

2WKHU VHUYLFHV

7RWDO IHHV

JHH IRU QRQ DXGLW VHUYLFHV SURYLGHG WR WKH *URXS E\ (< *RGNHQGW 5HYLVLRQVSDUWQHUVHOVNDE 'HQPDUN DPRXQWHG WR

PLOOLRQ '.. PLOOLRQ UHODWLQJ WR FRPSOLDQFH VHUYLFHY DQG RWKHU DVVXUDQFH DVVHVVPHQWYV DQG
RSLQLRQV

&HUWDLQ RI WKH *URXS V VXEVLGLDULHYVY DUH QRW VXEMHFW WR DQ DXGLW E\ (<

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH

&RPSDRYHUYLHZ

&RPSDQ\ &RXQWU\ 2ZQHUVKLS &RPSDQ\ &RXQWU\ 2ZQHUVKLS
3DUHQW FRPSDQ\ 6DOHV VXEVLGLDULHV

&RORSODVW $ 6 '"HQPDUN &RORSODVW /LPLWHG 1HZ =HDODQG

6DOHV VXEVLGLDULHV

&RORSODVW GH $UJHQWLQD 6%
&RORSODVW 3W\ /WG

&RORSODVW *HV P E +

&RORSODVW %HOJLXP 19 6%
&RORSODVW GR %UDVLO /WGD
&RORSODVW &DQDGD &RUSRUDWLRQ
&RORSODVW &KLQD OHGLFDO 'HYLFHV /WG
&RORSODVW +RQJ .RQJ /WG
&RORSODVW 6 $ 6

&RORSODVW &]JHFK V U R
&RORSODVW 'DQPDUN $ 6
&RORSODVW 2\

/IDERUDWRLUHYV &RORSODVW 6 $ 6
/LOLDO 6 $ 6

&RORSODVW *PE+

&RORSODVW ,QGLD 3ULYDWH /LPLWHG
&RORSODVW ,VUDHO /WG
&RORSODVW 6 S $

&RORSODVW . .

&RORSODVW .RUHD /LPLWHG
&RORSODVW % 9

$UJHQWLQD
$XVWUDOLD
$XVWULD
%HOJLXP
%UD]LO
&DQDGD
&KLQD
&KLQD
&ROXPELD
&]HFK 5HSXEOLF
"HQPDUN
)LQODQG
JUDQFH
JUDQFH
*HUPDQ\
,QGLD
,VUDHO
,WDO\
-DSDQ
.RUHD
1IHWKHUODQGV

&RORSODVW 1RUJH $6

&RORSODVW 6S ]R R

&RORSODVW ,, BRUWXJDO 8QLSHVVRDO /GD
&RORSODVW //&

&RORSODVW 60RYDNLD V U R

&RORSODVW 3URGXFWRV 0©GLFRV 6 $
&RORSODVW $%

&RORSODVW $*

&RORSODVW 7DLZDQ &R /WG

&RORSODVW 7XUNH\ OHGLNDO *HUHS8OHU 6DQ
&KDUWHU +HDOWKFDUH /LPLWHG
&RORSODVW /LPLWHG

B3RUJHV 8. /[LPLWHG

$IIRUGDEOH OHGLFDO //&

&RORSODVW &RUS

&RPIRUW OHGLFDO //&

5RFN\ ORXQWDLQ OHGLFDO //&

=L OHG 6XSSO\ &R ,QF

6DOHV VXEVLGLDULHYV .HUHFLV JURXS
.HUHFLV *PE+

.HUHFLV HKI

.HUHFLV $*

.HUHFLV //&

1RUZD\
3RODQG
3RUWXJIDO
5XVVLD
6ORYDNLD
6SDLQ
6ZHGHOQ
6ZLW]HUODQG
7DLZDQ
VYHUNA\ $
8.

8.

8.

86%

86%

86%

86%

86%

*HUPDQ\
,FHODQG
6ZLW]HUODQG
86%

$QQXDO 5HSRUW



7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH FRQWLQXHG
&RPSDQ\ &RXQWU\ 2ZQHUVKLS &RPSDQ\ &RXQWU\ 2ZQHUVKLS
6DOHV VXEVLGLDULHV $WRV *URXS 2WKHU
$WRV OHGLFDO $S6 "HQPDUN &RORSODVW %XVLQHVV &HQWUH &RVWD 5LFD 6&RVWD 5LFD
$WRV OHGLFDO 6$6 JUDQFH &RORSODVW (MHQGRPPH $ 6 '"HQPDUN
$WRV OHGLFDO 6UO ,WDO\ HUHFLV 6HUYLFHV HKI ,FHODQG
$WRV OHGLFDO $6 1RUZD\ &RORSODVW )LQDQFH % 9 1IHWKHUODQGYV
$WRV OHGLFDO 8. /WG 8. &RORSODVW %XVLQHVV &HQWUH 6S ]R R 3RODQG
$WRV OHGLFDO ,QF 86% $WRV OHGLFDO +ROGLQJ 6ZHGHOQ

;75 +ROGLQJ /WG 8.
ODQXIDFWXULQJ VXEVLGLDULHYV JUDQFLV OHGLFDO 86%
&RORSODVW &KLQD /WG &KLQD 6WDUOLQJ OHGLFDO ,QF 86%
&RORSODVW 9ROXPH ODQXIDFWXULQJ &RVWD 5&RMWDS 5LFD
&RORSODVW ODQXIDFWXULQJ )UDQFH 6 $ 6 JUDQFH &RORSODVW UHSUHVHQWDWLYH RIILFHV DQG EUDQFKHYV
&RORSODVW 'LVWULEXWLRQ *PE+ *HUPDOQ\ "XEDL
75$&2( OHGLFDO *PE+ *HUPDOQ\ +XQJIDU\
&RORSODVW +XQJDU\ .1W +XQJIDU\ 6DXGL $SUDELD
9LUX[DO HKI ,FHODQG 6LQJDSRUH
&RORSODVW ODQXIDFWXULQJ 3RUWXJDO 8QLSBRURDXAD® 6RXWK $IULFD
$WRV OHGLFDO $% 6ZHGHQ 8NUDLQH
&RORSODVW OHGLFDO /LPLWHG 8.
&RORSODVW ODQXIDFWXULQJ 86 //& 86%
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7KH )LQDQFLDO 6W bW HFRAMNWWWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

1RWH

'HILQLWLRQV RI NH\ UDWLRYV

(%,7 ODUNHW SULFH QHW DVVHW YDOXH SHU VKDUH

(DUQLQJV EHIRUH LQWHUHVW DQG WD]J ODUNHW SULFH SHU VKDUH UHODWLYH WR QHW DVVHW YDOXH SHU VKDUH
(%,7'$ 3( SULFH HDUQLQJV UDWLR

(DUQLQJV EHIRUH LQWHUHVW WD[ GHSUHFLDWLRQ DQG DPRUWLVDWLRQ ODUNHW SULFH SHU VKDUH UHODWLYH WR HDUQLQJV SHU VKDUH (36

&DSLWDO LQYHVWHG 3D\RXW UDWLR
$VVHWV OHVV FDVK OHVV PDUNHWDEOH VHFXULWLHV SOXV DFFXPXODWHG JRRIGZHQ® GRROMULN G @ ¥ HD FSWH FREW B EH R | S URHIMV IRRQWKH \HDU DWWULEXWDE
LQWHUHVW EHDULQJ GHEW LQFOXGLQJ SURYLVLRQV
(DUQLQJV SHU VKDUH (36
*HDULQJ UDWLR 3URILW IRU WKH \HDU DWWULEXWDEOH WR &RORSODVW SHU RXWVWDQGLQJ VKI
1IHW LQWHUHVW EHDULQJ GHEW 1,%' UHODWLYH WR (%,7'$ EHIRUH VSHFLDO LWHPV
JUHH FDVK IORZ SHU VKDUH
(%,7 PDUJLQ JUHH FDVK IORZ SHU RXWVWDQGLQJ VKDUH DYHUDJH RI IRXU TXDUWHUV
(%,7 DV D SHUFHQWDJH RI UHYHQXHV

5HWXUQ RQ DYHUDJH LQYHVWHG FDSLWDO 52,&
(%,7 bv D SHUFHQWDJH RI LQYHVWHG FDSLWDO DYHUDJH

5HWXUQ RQ HTXLW\
3URILW IRU WKH \HDU DWWULEXWDEOH WR &RORSODVW DV D SHUFHQWDJH RI HTXLW\ EHIRUH PLQRULW\ LQWHUHVWY DYHUDJH

(TXLW\ UDWLR
(TXLW\ DW \HDU HQG DV D SHUFHQWDJH RI WRWDO DVVHWY DW \HDU HQG

1HW DVVHW YDOXH SHU VKDUH
(TXLW\ H[FOXGLQJ PLQRULW\ LQWHUHVWY SHU RXWVWDQGLQJ VKDUH
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ODQDJHPHQW V 6WDWHPHQWY BQ®WXGHWRWY V UHSRUWV _

OWDWHPHQWYV
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ODQDJHPHQW V 6WDWHPHQWYV BQ/® \§X G &WBRW VPHIDSRUBAVWKH %RDUG DQG WKH ([HFXWLYH ODQDJHPHQW

6WDWHPHQWY E\ WKH %RDUG DQG WKH ([HF>

7KH %RDUG RI 'LUHFWRUV DQG WKH ([@FROMLRBLQLRQ WKH $QQXDO 5HSRUWXIRYHWKH | LGOIy

PDQDJHPHQW KDV WRGD\ FRQVLGHUHG D@RGVDBEHWER Y HEHBMWHPEHZLWK WKH

$QQXDO 5HSRUW RI &RORSODVW $ 6 IRIO KRB RHQORFR SODWB YLS LV SUHSDYISEXWLYH 0DQDJIHPHQW
2FWREHU 6HSWHPEHU LQ DOO PDWHULDO UHVSHFWV LQ FRPSOLDQFH ZLWK WKH (6()

5HJXODWLR%
7TKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY KDYH EHHQ

SUHSDUHG LQ DFFRUGDQFH ZLWK WKRKH56XVWDGRBBMHA "\ VWDWHPHQW LV UHEBYREVYVHQ $QGHUV /RQQLQJ 6NRYJDDUG
WKH (8 DQG IXUWKHU UHTXLUHPHQW\DFARWR O\ AH) 2W WK WRHVIKURSHDQ 6 XVAWIYBR BYHYLCHQW &(HFXWLYH OLFH 3UHVLGHQW &)2
)LQDQFLDO 6WDWHPHQWYV $FW 5HSRUWLQJ 6WDQGDUGV (656 DV UHTXLUHG E\ WKH 'DQLVK
7KH SDUHQW FRPSDO\ ILQDQFLDO vWhWRRHSRY KYOW QWY $FW DV ZHOO DV DUWLFOH =~ LQ WKH (8

HQW Y KD YH EHH %RDUG RI 'LUHFWRUYV

SUHSDUHG LQ DFFRUGDQFH zLwK wKh > BoLVK LB o

6WDWHPHQWV $FW ,Q RXU RSLQLRQ :WHKI FRRVRQGEGDIHHEQQXDO 5HSRUW IRU DGRSWLRQ DW WKH

ILQDQFLDO VWDWHPHQWYV DQG WKH SHQUMHDD FRBSDPO OHHWLQJ -HWWH 1\JDDUG $QGHUVIH®OV 3HWHU /RXLV +D@DHQ 5DVPXVVHQ
ILQDQFLDO VWDWHPHQWYV JLYH D WUXH DQG IDLU YLHZ RI WKH QWHULP &KDLU "HSXW\ &KDLUPDQ

*URXS V DQG WKH SDUHQW FRPSDQ\ V DVVHWV OLDELOLWLHYV

DQG ILQDQFLDO $RGMMHPENH DWG R

WKH UHVXOWV Rl WKH *URXS V DQG WKH SDUHQW FRPSDQ\ V &DUVWHQ +HOOPDQQ $QOHWWH %UY%O0V ODULDQQH :LLQKROW
RSHUDWLRQV DQG WKH FDVK IORZV IRU WKH *URXS IRU WKH

ILQDQFLDQRWREBHU 6HSWHPEHU

O RXU RSLQLRQ WKH ODQDJHPHQW V UHSRUW LQFOXGHV D 7KRPDV %DUIRG 5RODQG 9 3HGHUVHQ 1LNRODM .\KH *XQGHUVHQ
IDLU DFFRXQW Rl WKH GHYHORSPHQW DQG SHUIRUPDQFH RI (OHFWHG E\ WKH HPSOR(®IHFWHG E\ WKH HPSOR(®HFWHG E\ WKH HPSOR\HHV

WKH *URXS DQG WKH SDUHQW FRPSDQ\ WKH UHVXOWYV IRU
WKH \HDU DQG RI WKH ILQDQFLDO SRVLWLRQ RI WKH *URXS
DQG WKH SDUHQW FRPSDQ\ WRJHWKHU ZLWK D GHVFULSWLRQ
RI WKH SULQFLSDO ULVNV DQG XQFHUWDLQWLHY WKDW WKH
*URXS DQG WKH SDUHQW FRPSDQ\ IDFH
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ODQDJHPHQW V 6WDWHPHQWYV BQ/® \§X G OGRS M QUGIIBRW VEXGLWRU V 5HSRUWV

QGHSHQGHQW $XGLWRU V 5HSRUW

7R WKH VKDUHKROGHUV Rl &RORSODVWREKU RSLQLRQ WKH &RQVROLGDW H GHI LEHIDQ FHLYCHO VWRADDAW W R HQDAXK\G LW HY L G H QLFHD RHF LKIDOY N VREWBERRA® VLDV D ZKROH DQ

JLYH D WUXH DQG IDLU YLHZ RI WKH IMXDIQFLBIQ V8 OVQGVDERGUWRRSWKBWH WR SIRRSYLIQAHR Q@ WBWIUHRRU RXBR QRW SURYLGH
5 H S R UW RQ WK H DXG I—*WXR EBW\é\‘NthéHUDQG Rl WKH UHVXOWRYLRIL @ H RQ WKHVH PDWWHUV )RU HDFK PDWWHU I
ERQVROLGDWHG L D O aras  oncwnrenug - QCHsHEBEERETLOT SURYLGHG Lo WKDWw FROWHIW
6WDWH P H QWV DQG 3 DD[QFI%ZLQ%FH ZLWK ,)56 $FFRXQWLQJ G:WDDQUd_'DlU%(%/HDSVHQGHQW RI'WKH *URXS LQ DFFRUGDQFH ZLWK

&R PS DQ\ )I—Q DQ F L DO DGRSWHG E\ WKH (8 DQG DGGLWLRQDMBHT)@C’Y)%%%%}O@%QID\%QWKLFV 6WDQGDH BV YHFRDUWBLIROHG RXU UHVSRQVLELOLW

. $FFRXQWDQWY ,QWHUQDWLRQDO &RGHXRGLWRUFY URWSRQVLELOLWLHV IRU WKH
DQLVK )LQDQFLDO 6WDWHPHQWYV $FW
6WDWHPHQWYV Q yLebe Q s 3URIHVVLRQDO $FFRXQWDQWYV ,(6%$ &RDWHRHQWKHVHFWLRQ LQFOXGLQJ LQ |
2SLQLRQ JXUWKHU LQ RXU RSLQLRQ WKH 3DUHQWGLRPLFDID 0 LKW RIFED® UHTXLUHPHQWO/X B EWORPWRIHHIYVEHORZ $FFRUGLQJO\ R
W KDYH DXGLWHG WKH &R VROLGDWHVGWDWHPI'-:ILQWV JLYH D WUXH DQG IDLU "MIQHPD BN WIKQIGI lZGDRFYRAXOILOOHG RXWRWEHY LHWKLEO6 GHUIRUPDQFH RI SURFH
.VWDWHPH WV DOG WKH 3DQUH W &RPSSRUI?/\PL% %L?WKH 3DUHQW &RPSDQ\ DWHV SSRHGW HERBHWLHY LQ DFFRUGDQFH WIRNVRXW KHWMHYWR KN QUWHRH WM ULVNV RI PL
VWDWHPHQWV RIQ&RORSODVWQ$ 6 IRU o é‘H &'Q\% APV xowv R wkH 3DUHQWDRRPWR®E\, V6 RSHLFDAHLRQR WKH EHVW RALRXWRNORPERWIRI ™MKH ILQDQFLDO VWDV
Q IV&U V\H?ﬂ Iggb%ﬂ:%\r&%u 6HSWHPEHU KDYH QRW SURYLGHG DQ\ SURKLELWH® IQRQ DXGLW VSHURHHGEXUBIYW LQFOXGLQJ \
2FWREHU 6HSWHPEHUZKLFK FRPSULVH

LQ DFFRUGDOFH ZLWK WKH 'DQLVKEHVFUQEHROLQ DUWLFOH RI BHIXOBWURRURAIBG R DGGUHVV WKH PDWWHUYV I
VWDWHPHQW RI FRPSUHKHQVLYH LQFRPH V(%NIPI—YVQ PVH }48 | Q HFRQ Q a R

6BWDWH EDVLV IRU RXU DXGLW RSLQLRQ RQ WKH |

FDVK IORZV EDODQFH VKHHW VWDWHPHQW RI FKDQJHV LQ

HTXLW\ DQG QRWHV LQFOXGLQJ NH\ DPHRRGWQQRQBRY IFRMHWLVRWUHQW ZLWK RISERRQWHARRQ W IR ®MXNG LWRU 5BHYHQXH UHFRJQLWLRQ

WKH *URXS DQG LQFRPH VWDWHPHQW UEBRUWFW K RHHWSXGLW &RPPLWWHH DR & MUGHH PORWUBG RO\ DSSRLQWHG DV DEBERFRULWLRQ RSO WURXS V UHYHQXH L

VWDWHPHQW RI FKDQJHV LQ HTXLW\ D'QEHFRWRHIW LQFOXGLQJ DW WKH JHQHUDO PHHWLQJ KHOG RQ QBWHNPEHRI VDORY DIJUHHPHQWYV HQWHUH

NH\ DFFRXQWLQJ SROLFLHV IRU WKH 3DUHQW &RFS "?B\LFJQH WKH ILQDQFLDO \HDU ‘H KDYH EARQVWGB YD LIRQPHRI WHUULWRULDO KHDO
0

&RQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHSDUHG L O DN K VWUDWHJILHV DQC

DFFQRUGDQFH ZLWKQ)5Q6 $FFRXQWLQJ 6:WDFR(9DGUX('3:\\;VB$ RxU DX%LW LQ DFFRUGDD%(\%v)ﬁDo?@E\\/ UFHVV\?I?YXHWIS_ESLiIGWRﬁHWJZHR%\THLGJ!)?DJ\«\?VIfQS] \\gngQUJJUJ@;RIiZR\I?;V WHQGHUV 7KH?3[

' QW%UQDWLRSDO 6WD%GDUGV RQ $XG WP 6%9 'Ena)& ©

DGRSWHG E\ WKH (8 DQG DGGLWLRQDQ UHTXEUHPHQWV_R| WKH ID%F%XG&QF{ VKR, L QR@FLDO \HDU &RORSODVW V VDOHV LV FDUULHG RXW W
DGGLWLRSDO UHTXLUHPHQWY DSSOLFDEOH L QPDUN

'DQLVK )LQDQFLDO 6WDWHPHQWYV $FW DgG WKH SDUHOW ZKR RSHUDWH XQGHU GLYHUVH FLUFXPVW
UHVSROVLELOLWEHV XQGHU WKRVH VWBDQGDGIGN DOVGW H UV

FRPSDQ\ ILQDQFLDO VWDWHPHQWYV DU&H%L)J(IESHHHGV\I/_\QDUH IXUWKHU GHVEULEH® X 8 LWKHD & RBUV WKH WHUPV RI VDOHV DJUHHPHQWYV

DFFRUGDQFH ZLWK WKH 'DQLVK )LQDQFLDOQ 6WDW(|21PHV(8WV $EW : L D WXIHUNRBUY WKRVH PDWWHUV WKDW LQ RXU
UHVSRQVLELOLWLHV IRU WKH DXGLW RIUWKH &RRYBO WSXOANHEHQW ZHUH RI PRUWWKWURARUHF DI HBHQWY ZLWK GLVWL
ILQDQFLDO VWDWHPHQWY DQG WKH 3DRIMHRWXERASRRWKH ILQDQFLDO VW D W HPHHEDPAWH MR D QBEK B LIVBRXQEWN ZKLFK IDOO X

ILQDQFLDO VWDWHPHQWYV KHUHLQD I WHUFR@REHFW L YeHHEBWUH E W UHKGH V H FRPPHUFLDO DQG JRYHUQPHQW PDQGDWH
WR DV WKH ILQDQFLDO VWDWHPHQWVPDWHNFMUR QHUHR BB AUHBRWVGE GXULQJ RMULBKSUWHRH@WHDJUHHPHQWY 7KHVH DU
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ODQDJHPHQW V 6WDWHPHQWYV BQ/® \§X G OGRS M QUGIIBRW VEXGLWRU V 5HSRUWV

UHVXOW LQ GHGXFWLRQV IURP JURVYV VDB HWDYG RQUDWIRISDW BBIWLY SHUIRUP HBFXXBGWORQWKYM DUHD DV WKH FDUW\QRIXCEL@XHM BHH QDO FRQVLVWHQF\ D
VDOHV DQG JLYH ULVH WR REOLJDWLRQWIRWMWRB RURXY WRXH UHFRJQLW LR P DDFHUXDO® D Q@ GV WHIVMVHG DQ LQKHUHQW) XQXPISWIDRQW)\ LQYROYHG

SURYLGH UHEDWHVY GLVFRXQWV DQG DODRZDORFWMVRIK PISSIRIHG IRU DFFUXDQVGIHRWHURPQL QRO DYEH QHW SUHVHQW YDEXHDRH I SMXIRKW FBE KWHQVLWLYLW\ DQD
DPRXQWV XQVHWWOHG DW \HDU HQG DUSURIGKEIN G\HSG QEHDWW GLVFRXQWYV IOREDXCGL OHWHVWRRQRWH LQ WKH &R QDARCH\GH/GHED JLMIHPH@W V GLVFORVXUF
DFFUXDO GDWD DSSOLHG IRU WKH PRQLWRULQWRWNPOGWDW SURGXFW

‘H KDYH IRFXVHG RQ WKHVH VDOHV DUUDOHJYH|-|POH(\$VR WEKH ID?(%IHYLGXDO GI_VWU+LREZX\£VRUV HVVHG WKH PDWWHU LQ RPQ DX PAHQW LV UHVSRQVLEOH IRU WKH 0
) IQI N %DP\S\I?VFI’_%%H DVLV SHUIRUPHG DQ V RI @ Q

]
WKH\ DUH FRPSOH[ DQG UHTXLUH VLJQLI E WER QHW SURYLVL&X) %%\g gIEMUIQbVN DVVHVVPHQWUSHYRHZGXUHV ZH KDYH
ODQDJHPHQW LQ HVWDEOLVKLQJ DQ DSSUIE F\’Q VXEVHTXHQW g)é_\VPFI-?(VVVU KH SRWHQWLDO LQGLFDVLYLRRq_V RI LPSDLUPH
IRU WKH XQVHWWOHG DPRXQWYV 7KLV L FYOXGHV FF\\’%IR\INKH HVWLPDV%IH%%@DLQQDG]FIJDDWLV\Q LVQFOXGLQJ DQ V)\(lﬁﬁD
VDOHV YROXPHV VXEMHFW WR WKH UHEDW P ul PDQFH RI WKH GLITHUHQW R
9

6WDWHPHQW RQ WKH ODQDJHPHQW V UHY

q_W

R RQ WKH ILQDQFLDO VWDWHI
DJ PH?_'W V UHYLHZ DQG ZH GR (

BOFH 't

JP %WV
H R(%F XVLRQ WKHUHRQ
HGXUHYV H KDYH

DQ XQGHUVWDQGLQJ RI VOKFHREDQHFMIVRQ ZLWK RXU DXGLW RI WKH
HV DQG UHOHYDQW FRQWURW B WHPOHDOQWHG WRUMKHIY SRQVLELOLW\ LV
HQW RI WKH UHFRYHUDEOHIDORXORHQWROMBYDHZ DQG LQ GRLQJ VF
PSWLRQV DSSOLHG VXFK DXKBWKPB WIKRIQODROIWHPHQW V UHYLHZ LV
l%IPE\%HUDWHJ\ GLVFRXQW UMWRYPVUWWHQWHZLWRZWKH ILQDQFLDO VW

R
HVWLPDWLRQ RI DSSOLFDEOH UHEDWH UDW

H
LQ WKH &RQVROLGDWHG ILQDQFLDO VWDW

+RZ ZH DGGUHVVHG WKH PDWWHU LQ RXU DXGLW x
‘H KDYH GLVFXVVHG UHYHQXH UHFRJFBDVLUREG GWLWHYSQIPY RI QRQ FXUUHQWNDHV\VDHVV\\//X
ZLWK ODQDJIJHPHQW LQFOXGLQJ VDOKW BUBMKEBPKDQWYHPRGEQL]HG VLJQLILFDQ\gF\J_ W\BQ

UHODWHG GHGXFWLRQV IURP JURVVDVVEWY LRQFOXIGLIGIIIRWGZLOO DQG DFTLX(%H S, BRYY Re DOG WD[ UDWIRZOHGIH REWDLQHG GXULQJ WKH DXG I

QHW VDOHV JURVV WR QHW DGMXVWRIBDGWFDUNV DQG NQRZKRZ HWF LQ FR I—I'RL de'eﬁvﬁ\é”%"ku LQ KRXVH YDOESHDNVWMYRHEBHBWYWHULDOON PLVVWDWH(
‘H KDYH HYDOXDWHG WKH DSSURSUKDWMRWUWIVADRIDFTXLVLWLRQV RI 'HUHFLV.z%w&Vl—?y 6&8&,[856&
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PHWKRGV IRU UHYHQXH UHFRJQLWLBQ® QICQBVARIYWHGHQWY OHGLFDO H DSSURSULPWHIRYY RIWEE rxu UHVSRQVLELOLW\ \
Q Q YWHGHQ PRGHOV XVHG LQ WKH LPSDLUPHQW WHVWV DY 2HOQ DV [0
FRPSOLDQFH RI UHYHQXH UHFRIQLWERQ FUERFEFDBRESW R1 wkHVH Lowb BIYDOX DWVEWWKRB\DSSOLHG ILQDQF\IivIZlf(l)—I SV SRy URYLHZ SURYLGHV W
DSSOLFDEOH DFFRXQWLQJ VWDQGDUGYV Q Q Q Q UHTXLUHG E\ UH8HYDQW ODZ DQG UHJXO!
. " PLQQLRQ,PY DW 6HSWHPEHU :H KDYH VXEVWDQWLYHO\ WHVWHG §RQOJHPHOW V
‘H KDYH SHUIRUPHG ULVN DVVHVVPHOW SU LQFOXGH WKH UHTXLUHPHQWY LQ VHFWLF
DQG REWDLQHG DQ XQGHUVWDQGLQWKRI ADIH\ZOU\YWYERMY FRXOG EH PDWHULDOOL DI HFWHG F OV PQRC SHUIRUPHS §FLF R FELL%LLQNV\\ILVRV?DWHPHQW FRYHUHG
rQ RP QX WPEBVVER F\surMHEW LRV DSES G 9RFE
DXGLWR LPLWHG DVVXUDQFH UHSRUYV

EXVLQHVV SURFHVVHV DQG UHOHY DWW FIR QMOULRD EKBQJIHV LQ ODQDJIHPHQW LY MR P Y UHFRYHUDEOH D

UHYHQXH UHFRJQLWLRQ LQFOXGLQDWDMSWDRQNHPG®WUO\LQI WKH FDOFXOPWIRQ R B S SURYHG EXGJIHW DD UHGDRG FRXQWSURFHGXUHY ZH FRQFOXC
HU

DQG JURVV WR QHW SURYLVLRQV UHFRYHUDEOH YDOXHV RI HDFK RI WKH )%QS%TJL‘I]QQ\—H'E?JIL SDQ LVIY)bQIf;VVXPSWLRQQDQEUJNVHQ-I-QJWR\/UHHZI:IHZ LV LQ DFFRUGDQF
‘H KDYH DVVHVVHG WKH GHVLJQ DQGHR®HQWIWYP XXM RQLF &DUH ’QWHUYHQWLK%%%O\NB}—P\R/?H;S\ R

R\%IKLHFL]—'NH\ DVVXPSWLRQ@Q BLIEs® VADO WHPHQWY DQG KDV EHHQ
EDVLV WHVWHG WKH RSHUDWLQJ HITHHWVWSYHOWRW RE MUK HDF/GHBLRORJILFV SHB BGlHEEg DO

e
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J GLVFRXQWFFBWE DN Q WHD HW K DM UHTXLUHPHQWYV F
FRQWUROV LPSDFWLQJ UHYHQXH UHFHRUDRDELMGERQPRP WKH QHW SUHVHQW YDOX
‘H KDYH DV SDUW RI RXU DXGLW XWDO$E®MHG) & BIW W LPPOMNOH W IDAIEVR X W N H\ DVVXPZSXVYJL§8I¥F¥| F)JiJH\\;
DQDO\WLQJ WKH UHODWLRQVKLS EHWHHHQXBIHVMIHRZDWHK WG EPDUJILQV GLVFRXPQDV\INHHWEWLHVDDCJ B

UHFHLYDEOHV DQG FDVK UHFHLSWVDQG ORQJ WHUP JURZWK H[SHFWDWLRQV

5LQDO SHULRGBGHEIWEDWLRQV :H GLG QRW LGHQWLI\ DQ\
DYI—\i/ DOVR LQFOXGEN8WDHYAWP RQW RI WKH ODQDJHPHQW V U
HV)“JDF\ RI WKH PRGHOV DSSOLHG
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ODQDJHPHQW V 6WDWHPHQWYV BQ/® \§X G OGRS M QUGIIBRW VEXGLWRU V 5HSRUWV

ODQDJHPHQW V UHVSRQVLELOLWLHV |RW MKKH HPGDWVL DSSOLFDEOH LQ 'HQP D U&RALFWMX B 8 ZAQ VWKHHWHFSW RSULDWHQHV¥RAPXQLFDWH ZLWK WKRVH FKDUJHG Z
VWDWHPHQWYV D PDWHULDO PLVVWDWHPHQW ZKHQ LW H[DQ§ VIH FOH § WWWD YW\HHP RQ WK H JRLQJ FROFHWELEDVDPRQJ RWKHU PDWWHUV WK
ODQDJHPHQW LV UHVSRQVLEOH IRU WiKhhS WOUIRWDOWRRAWRIXG RU HUURU DQG DDHFRXKQWIGHUIHG SUHSDULQJ WKH ILRQGFPNDPLQW RW WKHHQMXG LW DQG VLJIQLILF
FRQVROLGDWHG ILQDQFLDO VWDWHPHRMNWWYHY KD JILY R B8 LWUEKRDRDOR RU LQ WK HDRGJ UHIDIGT R KHK HF BXGGW HYLGHQRH ®R¥GIDLIBG\ VLIQLILFDQW GHILFLHQFL
IDLU YLHZ LQ DFFRUGDQFH ZLWK ,)56 $FHERMROIMED] EH H[SHFWHG WR LQIOXHQ K MW KHHFB PRRLIFULDO XQFHUWDLQ WR GIMMUWROY WHKIDW VEHG GHRQW LI\ GXULQJ RXL

6WDQGDUGYV DV DGRSWHG E\ WKH (8 DQRFRGLRHVRAX¥HUV WDNHQ RQ WKH EDNYWQ@RWWRH ARPD®ALDRQYV WKDW PD\ FDVW VLJQRLILFDQ
. ‘H DOVR SU YL(%H WKRVH FKDUJHG ZLWK
UHTXLUHPHQWY RI WKH 'DQLVK )LQDQ ywwHOwGwRYWRHQWY $FW GRXEW RQ WKH *URXS V DQG WKH 3DUHQW &RPSDVS \Y SOLHG
DQG IRU WKH SUHSDUDWLRQ Rl 3DUHQW &RPSDQ\ ILQDQFLDO DELOLWY WR FROWLQXH DV D JRLQJVFV&%XF,?BQQW WKDW ZH KDYH FRPSOLHG Z|
FWHG LQ DEFRUGDQFH 7 6 UHTXLUHPHQWY UHJDU J LQGHSHQGH
VWOWHPKQWY WKDW LY 0 wuxn po& YN Vi 1 B kA e Lo o BTl AR b oo xor HBLRIR AL RS RS 00 UHODWLR
ZLWK WKH 'DQLVK )LQDQFLDO 6WDWHP[?4Q?QN9C$'G*W UHTXLUHGWRGUDZ DWWHQWLRQ L% RXU DXGLWRU V. UHSRUW W
ZH H[HUFLVH SURIHVVLRQDO MXGJHPHQWWESGUﬁBB%VMBLg LVE ORVXUHV Lo WKHDY\{_WBU\éLVI\S%D\\//vW%L\)N\HUHHDVV\Ee DEO\ EH WKR
ORUHRYHU ODQDJHPHQW LV UHVSRQVISEHIRHHNRWL KB MFEWMEWRPOVP WKURXJKRXW WKH DXGL(\BN :HODOV (LB(B'GHQSH GH%FH gQ(\; K%UH DSSOLFDEOF
FRQWURO DV 0DQDJHPHQW GHWHUPLQHV LV QHFHVVDU\ WR RULEVXFK GLVFORVXUHV DUH LQDHo[éLé\’DWMVWESH'Ij\'NV RU VDIHJIXDUGY DS
HQDEOH WKH SUHSDUDWLRQ RI ILQDQFLDD\WIWHPRAD WY UWRYWEHHULYNY RI RXWHREIDEOLRQ 2XU FRQFOXVLRQV DUH EDVHG RQ WKH

IUMH IURP PDWHULDO PLVVWDWHPHOW ZEYWWRYWHERAQWRRUWEKE 'LQDQFLDO VWRIHP HYWEHQKRHVREMD LQHG XS W R) WREH WBOHVPIDRUVRIKWY FRPPXQLFDWHG ZLW!
RU HUURU GXH WR IUDXG RU HUURU GHVLJQ DOQ®SEUWMRIPWNBEWUW +RZHYHU IXWXUWKHYRODMMRQFH ZH GHWHUPLQH WKRV
SURFHGXUHV UHVSRQVLYH WR WKRVH FRRYEVWILR® RPWDEQXVH WKH *URXSZBIQE WIKPRADWNQWLILFDQFH LQ WKH DXG
,Q SUHSDULQJ WKH ILQDQFLDO VWDWHPHBHXWYWORRDIHBHRW KkNW LV VXIILFLHQ&RPSDQD S/BR ESHDIVIHWWMRWIRR QW LQ X H RR Q VIRRQ.I0G DAVRMYE HU@DQFLDO VWDWHPHQW
UHVSRQVLEOH IRU DVVHVVLQJ WKH *URXSUR PIQEHWKEDPIOAWHRWY RXU RSLQLRQ TIKBAXNIMWHRWBRWYHUDOO SUHVHQWRRRRMQ\WMWQIRRAWXNG WYBWHPHQWY RI WK
&RPSDQ\ V DELOLW\ WR FRQWLQXH DV D dRWMHFARQBEHYRDWHULDO PLVVWDW H PHRQW BIIQWAO RILY K HUR®DQFLDO VWD W@ 6 HIQWHVW K@ DO XU WWKHIH\ DXGLW PDYV
GLVFORVLQJ DV DSSOLFDEOH PDWWHUVUBKED WMHRLWIRHURWRDQ IRU RQH UHVXQRWEJIGIWNRFORYYBHY DVQG ZKHWKHUMMKNHLRIMWWHLDY LQ RXU DXGLWRU V UHS
FRQFHUQ DQG XVLQJ WKH JRLQJ FRQFHUQ ERY LPODRLQYROYH FROOXVLRQ IRUJHMWD W B WHQWAL RGIBOHVHQW WKH XQ GHUROLDON L\R Q DSUMDFOMKIGRHON SXEOLF GLVFOF
DFFRXQWLQJ LQ SUHSDULQJ WKH ILQDQFRPIO/YWDEYWHPHYWNSUHVHQWDWLRQV ROQWKH REWWULGH PDQQHU WKDW JIPYOHWWIHWUXH DQG IDLU
XQOHVV 0DQDJHPHQW HLWKHU LQWHQGVLW® PU-d % bCHMOIWWKY YLHZ
*URXS RU WKH 3DUHQW &RPSDQ\ RU WR BERMH @ DPURHERAYWDQGLQJ RI LOWHIMD® FRGWBHRORUP WKH JURXS DXGMRF_LJ\/WQR Q FRPSOLD Q F
RU KDV QR UHDOLVWLF DOWHUQDWLYH EXMOWRDOIWMWRR WKH DXGLW LQ RUGHU W®RIGHMWQW DSSURSULDWH DXGLW H(Y@c(l-)QFS—q-ngJ)QL@;[pW\/]pR Q

$XGLWRU V UHVSRQVLELOLWLHV IRU WK BDXGETGXRHW N A% PYEL BSSURSULDWH QRQAFKBO LQIRUPDWLRQ RI WKH H W"svc\ézu\}vv A E)L(JVL%C';-'C/V\V/ RI WKH &RQVROLC
VWDWHPHQWYV FLUFXPVWDQFHV EXW QRW IRU WKH SXQSWVHRWKLQ WKH *URXS DV D EDVLV

PHQ QW &RPSDQ\ )LQEL
2XU REMHFWLYHV DUH WR REWDLQ UHDVRIGHEYY RN RODRFRBRQ RQ WKH HITHR SALQIHROHRQ RVKMKERQVROLGDWHG | 3%'5)%; Lo WWDR"?"PPE' V‘Sﬂ(’mvw $6 ZH SHU
WR ZKHWKHU WKH ILQDQFLDO VWDWHPHOWRXSWDPRERWK D BRVHRY &RPSDQ\ VRQ® MKYDOHDUHQW FRPSDQ\ ILQDQF '-V\'? ‘HBV"% "9

Ry [S\H(%Y-NUP vErg Q RQ ZKHWKHU Wi
IURP PDWHULDO PLVVWDWHPHQW ZKHWKIRQWYYRAVR 1UDXG RU DUH UHVSRQVLEOH IRU WKH GLUHF PR A HFWFQEDQJFLDO \HD U
HUURU DQG WR LVVXH DQ DXGLWRU V UKSRO¥WP W KDWKHQFDMEHWRRWHQHVV RISEEFRURMARI RI WKH JURXS DXGLW ' UHPRY L\J/ZRLOWHK WKH ILOH QDPH
RSLQLRQ 5HDVRQDEOH DVVXUDQFH LV DSROME MW ¥¥HG DQG WKH UHDVRQDEOWQWHIRQRILEOH IRU RXU DXGLW RSLQL

ORSODVW HQ JLS LV SUHSDUHG LQ D
DVVXUDQFH EXW LV QRW D JXDUDQWHH RERY QWLRAGAWWLPDWHYV DQG UHODWHG GLVFORVXUHYV WHULDO UHVSHFWYV LQ FRPSOLDQFH Z|
FRQGXFWHG LQ DFFRUGDQFH ZLWK ,63$v BBeHDB\cAMARGTFH QW
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ODQDJHPHQW V 6WDWHPHQWYV DQ/® \§XE LGRS M QGIBRW VX GLWRU V 5HSRUWYV

'"HOHJDWHG 5HJXODWLRQ (8 R@MWMKHWHYXEBROMDBLOLW\ LV WR REWDLQ UHBXR QGROSL@H. DY VWK B QFGIQK@® O UHSRUW RI &RORSODVW $ 6 IRU
6LQJOH (OHFWURQLF )RUPDW (6() 5HJXIOIDWHIRQ WAKH MQQXDO UHSRUW LV SUNEEUHGD Q6 RB@M®PBW H BIHBW HP EH U

LQFOXGHY UHTXLUHPHQWY UHODWHG WRVWHKHAWW HSD BRWIRIQDRIFWKHWK WKH (6()Z3MIK WMKXWMLIRQH QDPH &REBRSOBVW

DQQXDO UHSRUW LQ ;+70/ IRUPDW DQEDVHE RO®WKBIHRLGHQFH ZH KDYH REM/DEQHSD D& W® DOOXPMDWHULDO UHVSHFWV LQ FRPSOLDQFH ZLWK
WKH &RQVROLGDWHG )LQDQFLDO 6WDWHBRQW WIK®MDXKQEQX ®RWRXU RSLQLRWDK H K 6i( )Q DRIXOH WA RRYL Q J

D%G H[WH% RISURFHGXUHV VHOHFWHG GHSHQG RQ WKH
ODQDJHPHQW LV UHVSRQVLEOH IRU SUH DUL J %Dg?
DXG U V X HPH W LQFOXGLQJ WKH DVVHVVPHQW RI WKH

LW
UHSRUW WKDW FRPSOLHV ZLWK WKH (66 SHIXORWIERQ T

ULVNV RI LDS-EHSDUWXUHY IURP WKH UHTXLUHPHQWYV VHW
UHVSRQVLELOLW\ LQFOXGHYV

RXW LQ WKH (6() 5HIXODWLRQ ZKHWKHU GXH WR IUDXG RU
7KH SUHSDULQJ RI WKH DQQXDO UHBRUWULQKH7BURFHGXUHV LQFOXGH
IRUPDW 7HVWLQJ ZKHWKHU WKH DQQXDO UHSRUW LV SUHSDUHG LQ
7KH VHOHFWLRQ DQG DSSOLFDWLRQ RI+DSSURRBAOWWH L;%5/
WDJV LQFOXGLQJ H[WHQVLRQV WR W KHE \VeX) QLR QRPXQGHUVWDQGLQJ Rl WKH FRPSDQ\ V
DQG WKH DQFKRULQJ WKHUHRI WR HOHPHRQWWDIQLYKIURFHVY DQG RI LQWHUQDO FRQWURO RYHU
WD[RQRP\ IRU DOO ILQDQFLDO LQIR URDKWHLRQ JUH DX LIHGE MARY
EH WDJJHG XVLQJ MXGJHPHQW ZKHUH (YBOXDWLLRJ WKH FRPSOHWHQHVV RI WKH L;%5/ WDJJLQJ
(QVXULQJ FRQVLVWHQF\ EHWZHHQ L; %%/ WRHJI&RBQFRWDGDWHG )LQDQFLDO 6WDWHPHQWV

&RSHQKDJHQ 1RYHPEHU
DQG WKH &RQVROLGDWHG )LQDQFLDO 6QWIDXIGR BQ VR W H V
SUHVHQWHG LQ KXPDQ UHDGDEOH IRUPMIVOXDREQJ WKH DSSURSULDWHQHVV Rl WKH FRPSD
Q Q Q Q Q (< RGNHS% QLVLRQVSDUWQHUVHOVNDE

YRU VXFK LQWHUQDO FRQWURO DV ODQXWH RHQW5/ HOHPHQWY VHOHFWHG T1URP WK 6()
GHWHUPLQHY QHFHVVDU\ WR HQDEOH WKHRGSRPSDQBWLRK) RUHDWLRQ RI H[®PHPQUYRRQ HOHPHQWYV
DQ DQQXDO UHSRUW WKDW LV FRPSOLDKHNW H LQRK WXKKW BEQH HOHPHQW LQ WKH (6() WD[RQRP\
5HIJXODWLRQ KDV EHHQ LGHQWLILHG

(YDOXDWLQJ WKH XVH RI DQFKRULQJ RI H[WH
HOHPHQWY WR HOHPHQWYV LQ WkH (§(JWhfka &ﬁs E%Bt]s YHUVHQ &KULVWLDQ 6FKZHQQ -RKDQVHQ

5HFRQFLOLQJ WKH L;%5/ WDJJHG GDWOPMHyRXWKR M GvAGEOLF SFFRXQWWRWH $XWKRULVHG 3XEOLF $FFRXQWDQV
&RQVROLGDWHG )LQDQFLDO 6WDWH PRGW V PQH
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ODQDJHPHQW V 6WDWHPHQWYV BQ/® \§X G OGRS M QUGIHBERW VEXGLWRU V $VVXUDQFH 5HSRUW

QGHSHQGHQW $XGLWRU V $VVXUDQFH 5HSR

7R WKH VKDUHKROGHUV Rl &RORSODVW $BRPSOLDQFH RI WKH GLVFORVXUHYV IHQEWKOH AWM WIKPQ ( KH HYLGHQFH ZH KDYRIGREWDBMWQHBYLYLRQVSDUWQHUVHOVN
RP\ ZLWKIQ%/WKH HOQYLURQPHQWDOFLHRWLRQROQSSURSULDWH WR SURWHIH)D VEIDRIQVARWRREGDUG RQ 4XDOLW)\

7D[R
,QGHSHQGHQW $XGLWR§$M§/ O LelP WiY ¥k (avp L 0D EL O L WF RQFDXNR R QW2ZIWKH VS R QV LE L O LW L H ¥ K4 & HIH WKLY HYWDIQHS DL DRY GHVLJQ L

$VVXUD QFH 5HSRUW R QUWLFOH RI (8 5HIXCDWKIRQ IXUWKHU GHVFULEHG LQ WKH $XGLWRBSHUBWIRD W\EMHRVRHYXBOLW\ PDQDJHP
[ P\(jH ODWLRQ WKH DVVXUDQFH HQJDJHPHQW VHFWLB®®LRXY RWSKRWRFHGXUHV UHJDUGLQJ FF
6XVWDLQDELO WA GWEOD/LK\//DJ—\F?DJ FR\Q/Y(oxva 2XU LQGHSHQGHQFH DQG TXDOLW\ PD AN IHE PP HTXLUHPHQWY SURIHVVLRQDC
/LPLWHG DVVXUDQFH FRQFOXVLRQ 0H FROGXEWH X LPLWHG DVVXUD QHF D W LDIHPIHOE HQW RI WKH JURXS L%S%(F):II_:FRUEGODH PR QRQC UHIXODWRUL UH
:H KDYH FRQGXFWHG D OLPLWHG DVVX’UD%FHH Hé%ﬁ';{H \APW DWLRQDO ngxm l-Q[V\UKI)-?GJ VB VR (30 PHKLFV 6WDQG C(EJIGH/U%QWU@?_H:LUNDWLRQV LQ SUHSDULQJ

RQ WKH VXVWDLQDELOLW\ VWDWHPHQ EBREB AW s Q@ WINR Q Q& RQ @poq QGD

JRJHPHQWY ' 6.8( 5HYLVHG $VBXBRROGWDQWY ,QWHUQDWLRQDO &RGUMAWWRIRW IRU
JURXS LQFOXGHG LQ WKH $QQXDO 5H DJ

WKH VXVWDLQDELOLW\ VWDWHPI—PQ JDIHPHOWY IRL\QSB%LV%BDQ DXGLWV RBURIHYVHRYD RO SIEVRRQWLDDONY (6% $ &R A SRYW WAIIHIRUZDUG ORRNLQJ LQIRUP
ICODQFLDO LQIRUPDWLRQ ,6%( 5HD G\GHGV L DQIBOWHWKLFDO UHTXLUHPHQWRF DRYBPRFHAH Wi (656 PDQDIHPHQW LV

\HDU2FWREHU 6HSWHPEHWQFOXGLQJ , , | DUG ORRNLQJ LQIRUPT
GLVFORVXUHV LOFRUSRUDWHG E\ UHI&&&&M%?Q@#&E)&L%BS’#QWV DSSOLFMEPHUR 'HQRDYN DOVR IXOILOOHG RXHRHKWH WMk IRH & QJ LQ

UHVSRQVLELOLWLHY LQ DFFRUGDQFH RLWKkUWrRRVYH ® PVVXPHEPHRRLY DERXW HYH

7KH SURFHGXUHV LQ D OLPLWHG DVVX[%JéDSWKﬂQ’@%I%P&HR w LO WKH IXWXUH DQG SRVVLEOH IXWXUH D
%DVHG RQ WKH SURFHGXUHV ZH KDYH;\IéDHULM:el%RPQFPGWE)( E\/R/?ﬁ \I/EVI(S:LIS\}]VI;LT; FD:BH DJUDHJHOPHH VW Q HIWHQW $FWXDO RXWFRPHV DUH OLNHO\ WR EH GL
HYLGHQFH ZH KDYH REWDLQHG QRWKL PROVFERB Y UWRVRRE Q Q Q DQWLFLSDWHG HYHQWYV IUHTXHQWO\ GR C

DWWHQWLRQ WKDW FDXVHV XV WR EHS Igylll_'w(lyDQ\Mval\Kl-YVKH OHYHO RI DVVXUDQFH REWDLQHG\LQ D
VXVWDLQDELOLW\ VWDWHPHQW LV QR\%ngL&}YlVé-'DGUH&V)I(_ Dlﬁg&g ES\RllD—iUI_%I—bQW LV VXEVWDQWLDOO\ ORZHU

onvsrewy Lo prrrucoorn 2Lwk wil IR ILBBRREAR [0 c M Josupiow enng SHUIRUPHG
6WDWHPHQWY $FW SDUDJUDSK D LQF8 8L5 Q Q Q Q

FRPSOLDQFH ZLWK WKH (XURSHDQ 6XVWDLQDELOLW\
5HSRUWLQJ 6WDQGDUGYV (656 LQFOXGLQJ WKDW WKH
SURFHVV FDUULHG RXW E\ WKH PDQDJHPHQW WR LGHQWLI\
WKH LQIRUPDWLRQ UHSRUWHG LQ WKH VXVWDLQDELOLW\
VWDWHPHQW WKH SURFHVV LV LQ DFFRUGDQFH ZLWK WKH
GHVFULSWLRQ VHW RXW LQ 7KH GRXEOH PDWHULDOLW\
DVVHVVPHQW RQ SDJHV DQG
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ODQDJHPHQW V 6WDWHPHQWYV BQ/® \§X G OGRS M QUGIHBERW VEXGLWRU V $VVXUDQFH 5HSRUW

ODQDJHPHQW V UHVSRQVLELOLWLHV |RD QDK MKYW DLVQIXEWOKMI UHV SR QVLE®KGIRURW KH IBHMSSFOQAMLMELRQWLHYV [RU W2KH) IRWWKHID Q FW SRQVLELOLWLHY LQ UHVS

VWDWHPHQW Rl WKH VXVWDLQDELOLW\ VWDWHPHQW QUE BTHHRAWEDQFH ZLWK WKH VXVWDLQDELOLW\ VWDWHPHQW LQFOXGH

ODQDJIHPHQW LV UHVSRQVLEOH IRU GHBHIYKQL 8B6FLDO 6WDWHPHOWY $FW2XBUREMBEN/LYHYV DUH WR SODQ DQG SHUIRUP WKH DVVXUDQFH

LPSOHPHQWLQJ D SURFHVV WR LGHQWLAFWXELIGIIRUPDWLRQ HQJDJHPHQW WR REWDLQ OLPLWHG DVVvxGH8W DERKFEVFORVXUHV ZKHUH PDW

UHSRUWHG LQ WKH VXVWDLQDELOLW\ VWDWHPHQW LQ DFFRUGDQFH ZKHWKHU WKH VXVWDLQDELOLW\ VWDWHPHOW PWHFHRW\RPYH OLNHOV WR DULY

ZLWK WKH (656 DQG IRU GLVFORVLQJ WKEBPIRARRH - WV KH (656 PDWHULDO PLVVWDWHPHQW ZKHWKHU G"¥HP R RYDKEYRY Q%R U

VHFWLRQ 7KH GRXEOH PDWHULDOLW\ DVYHUIPHLER? RECEpGHYFORVXUHV LQ WK AFWE GRS oLpLwHe DvvxuporH UH¥RUW WPkBRCLDFEEHALQI SURFHGXU
RI WKH VXVWDLODELOLW\ VWDWHPHGRIRARR' ZLWKLQ WKH HQYLURQPHQWRO- MBEWLBGRRRBR oLvvwowHPHOWY FDVBUE Y UFQRPX WD &R Y KH VXVWDLQDEL

UHVSRQVLELOLW\ LQFOXGHV SDJHYV RI WKH VXVWDLQDELOLWY YWDWHERDYH-ProviLcHUHG PoWHULDE T VHoBRWHIAEOR WY WEWHPHQWY DU
FRPSOLDQFH ZLWK SUWLFOH  RI WKEIPERYFEY pwH wkH\ FRX0G UHDVRQDESHEUMNsRERRY GHWHFWLQJ D PDWHU

XQGHUVWDQGLQJ WKH FRQWH[W LQ ZKgFIXWBW LIRVR XS V LQIOXHOFH GHFLVLRQV RI XVHUV WDNHQURYXAPNERBVER RIUPKGP LV KLIKHU WKL
DFWLYLWLHV DQG EXVLQHVV UHODWLREMA LDV QD Nip SOPHHIQWLQJI DQG PRELQMNPHUREL WX vwbwHPHOW DV D zKRGH/ XOWLQJ TURP HUURU DV IUDXG PD\
DQG GHYHORSLQJ DQ XQGHUVWDQGLQYRNHWYDD! IHEWMAGRO WKDW PDQDIJHPHQW GHWHUPLQHV LV FROOXVLRQ IRUJHU\ LQWHQWLRQDO R
VWDNHKROGHUV QHFHVVDU\ WR HQDEOH WKH SUHSD®VOWPR® ®RI RKHLPLWHG DVVXUDQFH HQJIPINRHQWHNVHQWDWLRQY RU WKH RYHU!

WKH LGHQWLILFDWLRQ RI WKH DFWXD § x0/\&D 58 WEILQONV WBRO/yWDWHPHQW WK DOV ARVIGQH@FH BPWKHWIFOLDO SHYLVHG ZHFRIGWE RWH
LPSDFWV ERWK QHJDWLYH DQG SRVLWLYHWHMHPWMDOH WAKHWKHU GXH WRSUBMEY RURQPORMX @HHPHQW DQG PDLQWDLQ SURIHVVLRQDO
VXVWDLQDELOLW\ PDWWHUV DV ZHOOWBMi ULYOYFAMQRQ DQG DSSOLFDWLR Y FHSH-FULN 8 UW K WRIX JIKRXW WKH HQJDJHPHQW

RSSRUWXQLWLHV WKDW DITHFW RU FRXQGBHOYRROEM EHSRUWLQI PHWKRGV RQSRFANELDLWLHY LO UHVSHFW RI WKH SURFHVV LQFOXGH
H[SHFWHG WR DIIHFW WKH JURXS V ILEAPQFADPLRBOVLNGB 4 VWLPDWHY WKDW DUH UHDVRQDEOH LQ

ILQDQFLDO SHUIRUPDQFH FDVK IORZMWy R FH U\ MR/ WD Q FH V 2EWDLQLQJ DQ XQGHUVWDQGLQJ Rl WKH SURFHVV EXW QRW
ILQDQFH RU FRVW RI FDSLWDO RYHU WKH VKRUW PHGLXP IRU WKH SXUSRVH RI SURYLGLQJ D FRQFOXVLRQ RQ WKH

RU ORQJ WHUP HITHFWLYHQHVV Rl WKH SURFHVV LQFOXGLQJ WKH RXWFRPH
WKH DVVHVVPHQW RI WKH PDWHULDOLW\ Rl WKH LGHQWLILHG RI WKH SURFHVV

LPSDFWV ULVNV DQG RSSRUWXQLWLHV UHODWHG WR &RQVLGHULQJ ZKHWKHU WKH LQIRUPDWLRQ LGHQWLILHG
VXVWDLQDELOLW\ PDWWHUV E\ VHOHFWLQJ DQG DSSO\LQJ DGGUHVVHV WKH DSSOLFDEOH GLVFORVXUH UHTXLUHPHQWYV
DSSURSULDWH WKUHVKROGV DQG RI WKH (656 DQG

PDNLQJ DVVXPSWLRQV WKDW DUH UHDVRQDEOH LQ WKH '"HVLJQLQJ DQG SHUIRUPLQJ SURFHGXUHV WR HYDOXDWH
FLUFXPVWDQFHV ZKHWKHU WKH SURFHVV LV FRQVLVWHQW ZLWK WKH JURXS V

GHVFULSWLRQ RI LWV SURFHVV DV GLVFORVHG LQ WKH
VHFWLRQ 7KH GRXEOH PDWHULDOLW\ DVVHVVPHQW RQ
SDJHV
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ODQDJHPHQW V 6WDWHPHQWYV BQ/® \§X G OGRS M QUGIHBERW VEXGLWRU V $VVXUDQFH 5HSRUW

6XPPDU\ RI WKH ZRUN SHUIRUPHG ,Q FRQGXFWLQJ RXU OLPLWHG DVVXUDQBHWHRUFPHPNIBVWDOWLYH DVVXUDQFH SURFHGXUHV RQ
$ OLPLWHG DVVXUDQFH HQJDJHPHQW UGYRE ¥WVWHH WIRK VMIXYWDLQDELOLW\ VWIWBPHRQYWGZIHQIRUPDWLRQ LQ WKH VXVWDLQDELOLW\

SURFHGXUHV WR REWDLQ HYLGHQFH DE%@%W&QW&%%’%}%%%R/%WQ\GLQJ RI WKV;NDW%PHMQWPH GV DVVXPSWLROV DOG GOWD IRU
VWDWHPHQW UHSRUWLQJ SURFHVVHV UHOHYDQW W DUBWLRO RI Ry oe

7KH QDWXUH WLPLQJ DQG H[WHQW RI SURAHEXVYWD MHIDHPALWE VWDWHPHQW E DO HVWLPDWHV DQG IRUZDUG
LRQ DQG KRZ WKHVH PHWKRGV ZHUH
GHSHQG RQ SURIHVVLRQDO MXGJHPHQW XQGHIXANQQAGLKRK RI WKH JURXS V FRQD QW
LGHQWLILFDWLRQ RI GLVFORVXUHV ZKHWBHRBMMMHWOQG LQIRUPDWLRQ V\VWHI;
PLVWWDWHPHQWY DUH OLNHO\ WR DULVH UAKSDVIOMUL BRFHR WR KK BBXE WDLQDELOL
RU HUURU LQ WKH VXVWDLQDELOLW\ VWDRWAPHQWXDWLQJ WKH GHVLJQ RI SDU
LYLWLHVY REWDLOLQJ HYLGHQFH

DFW
,Q FRQGXFWLQJ RXU OLPLWHG DVVXUDQEI;&O%'E)dg{?\II—IS%VVYRéL%V WHVWLQOJ WKHL
UHVSHFW WR WKH SURFHVV ZH HITHEWLYHQHVV

2EWDLQHG DQ XQGHUVWDQGLQJ RI WK BORBWWEG Z\KHWKHU PDWHULDO LQIR
SHUIRUPLQJ LQTXLULHV WR XQGHUVWEQ® KK B WRPHVAHVVRLQFOXGHG LQ WK
WKH LQIRUPDWLRQ XVHG E\ PDQDJH P HQMD VDIRH Q W

UHYLHZLQJ WKH JURXS V LQWHUQDO G(R PXOXHDOWHIBWAKRHVKIHIUWWW K H VW U X F W X
SURFHVV DQG SUHVHQWDWLRQ Rl WKH VXVWDLQDE
(YDOXDWHG ZKHWKHU WKH HYLGHQFH REFVRIIGDHGF HURIPVEKXWKH (656
SURFHGXUHV DERXW WKH 3URFHVV LPSBUIRUPMIBCLOTWMKH HY RI UHOHYDQW SHUVRQQHO DQG

JURXS ZDV FRQVLVWHQW ZLWK WKH GBQODONSWLERQ BURKHGXUHV RQ VHOHFWHG LQIRUPDWLRQ LQ
3URFHVV VHW RXW LQ WKH VHFWLRQ WK O/RXBWDH QDELOLW\ VWDWHPHQWgRSHQKDJHQ 1RYHPEHU
PDWHULDOLW\ DVVHVVPHQW RQ SDJHV
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PQH PQH

$QQXDO 5HSRUW



SDUHQW
FRPSDOQ\
ILODQFLDO
VWDWHPHQWV
&RORSODVW $ 6



7KH )LOQODQFLDO 6WDWHPHQWYV RDWHKEV3FERROWQ&RPS D Q FQ PRP HWIWDWHIRH QW

,QFRPH VWDWHPHQW

2FWREH&®HSWHPEHU

‘.. PLOOLRQ 1RWH
5HYHQXH

3URGXFWLRQ FRVW

*URVV SURILW

'LVWULEXWLRQ FRVWYV

$GPLQLVWUDWLYH H[SHQVHYV

5HVHDUFK DQG GHYHORSPHQW FRVWV

2WKHU RSHUDWLQJ LQFRPH

2WKHU RSHUDWLQJ H[SHQVHYV

2SHUDWLQJ SURILW (%,7

3URILW ORVV DIWHU WD[ RQ LQYHVWPHQWY LQ VXEVLGLDULHV
JLQDQFLDO LQFRPH

JLQDQFLDO H[SHQVHV

BURILW EHIRUH WD]

7D[ RQ SURILW IRU WKH \HDU

1HW SURILW IRU WKH \HDU

$QQXDO 5HSRUW



7KH )LQDQFLDO 6WDWHPHQWYV RDWHKEBVWBDERRQWQL&RPSD QDIOD Q WH WKHRHW

%“DODQFH VKHHW

$W 6HSWHPEHU

'.. PLOOLRQ 1IRWH

'.. PLOOLRQ

1IRWH

$VVHWYV

,QWDQJLEOH DVVHWYV

3URSHUW\ SODQW DQG HTXLSPHQW
,QFRPH WD]

JLQDQFLDO DVVHWYV

(TXLW\ DQG OLDELOLWLHYV
6KDUH FDSLWDO
5HVHUYH IRU KHGJLQJ

BURSRVHG RUGLQDU\ GLYLGHQG IRU WKH \HDU

5HWDLQHG HDUQLQJV

1RQ FXUUHQW DVVHWYV

(TXLW\

,QYHQWRULHYV

7UDGH UHFHLYDEOHV
5SHFHLYDEOHV IURP *URXS FRPSDQLHV
,QFRPH WD]J

2WKHU UHFHLYDEOHYV

3UHSD\PHQWYV

SBURYLVLRQV IRU SHQVLRQV DQG VLPLODU OLDELOLWLHYV

3URYLVLRQ IRU GHIHUUHG WD]J
2WKHU FUHGLW LQVWLWXWLRQV
1RQ FXUUHQW LQFRPH WD]
3D\DEOH WR *URXS FRPSDQLHYV

1RQ FXUUHQW OLDELOLWLHYV

S5HFHLYDEOHYV

&DVK DQG FDVK HTXLYDOHQWYV

&XUUHQW DVVHWYV

$VVHWYV

2ZWKHU FUHGLW LQVWLWXWLRQV
7UDGH SD\DEOHV

3D\DEOH WR *URXS FRPSDQLHV
,QFRPH WD]

2WKHU SD\DEOHYV

&XUUHQW OLDELOLWLHYV

/ILDELOLWLHYV

(TXLW\ DQG OLDELOLWLHYV

&RQWLQJHQW LWHPV DQG RWKHU

ILQDQFLDO OLDELOLWLHYV

$QQXDO 5HSRUW



7KH )LQDQFLDO 6WDWHPHQWYV RIDW KK \8 DARFGW R RIPRDQ@EW D W WRHOWA RHEKWDQJIHYV LQ HTXLW\

6WDWHPHQW RI

$W 6HSWHPEHU

FKDQJHV LQ HTXLW\

6KDUH FDSLWDO

+HGIJLBURSRVHIBWDLQHG
$ VKDUBWKDUHMVHUBHYLGHIBUQLQJWRWDO

PLOOLRQ

6KDUH FDSLWDO

+HGIJLBURSRVHIBWDLQHG
$ VKDUBWKDUHMVHUBHYLGH®QIBUQLQJWRWDO

‘.. PLOOLRQ

(TXLW\ DW 2FWREHU

1HW SURILW IRU WKH \HDU

9DOXH DGMXVWPHQW RI KHGJLQJ

7TUDQVIHUUHG WR ILQDQFLDO LWHPYV

7D[ HITHFW RI KHGJLQJ

&XUUHQF\ DGMXVWPHQW RI RSHQLQJ EDODQFHV

DQG RWKHU DGMXVWPHQWY UHODWLQJ WR
VXEVLGLDULHV

7TUDQVDFWLRQV ZLWK VKDUHKROGHUYV
$FTXLVLWLRQ RI WUHDVXU\ VKDUHV
,QFUHDVH LQ VKDUH FDSLWDO

6DOH RI WUHDVXU\ VKDUHV DQG ORVV RQ H[HUFLVHG
RSWLRQV

6KDUH EDVHG SD\PHQW
7D[ RQ HTXLW\ HQWULHV

,QWHULP GLYLGHQG SDLG RXW LQ UHVSHFW RI

'LYLGHQG SDLG RXW LQ UHVSHFW RI

(TXLW\ DW 2FWREHU

1HW SURILW IRU WKH \HDU

9DOXH DGMXVWPHQW RI KHGJLQJ

7UDQVIHUUHG WR ILQDQFLDO LWHPYV

7D[ HITHFW RI KHGJLQJ

&XUUHQF\ DGMXVWPHQW RI RSHQLQJ EDODQFHV

DQG RWKHU DGMXVWPHQWY UHODWLQJ WR
VXEVLGLDULHYV

7TUDQVDFWLRQV ZLWK VKDUHKROGHUYV
$FTXLVLWLRQ RI WUHDVXU\ VKDUHYV
,QFUHDVH LQ VKDUH FDSLWDO

6DOH RI WUHDVXU\ VKDUHV DQG ORVV RQ H[HUFLVHG
RSWLRQV

6KDUH EDVHG SD\PHQW
7D[ RQ HTXLW\ HQWULHV

,QWHULP GLYLGHQG SDLG RXW LQ UHVSHFW RI

'LYLGHQG SDLG RXW LQ UHVSHFW RI

(TXLW\ DW 6HSWHPEHU

(TXLW\ DW 6HSWHPEHU

$QQXDO 5HSRUW



7KH JLQDQFLDO 6WDWHPHQWY RDWHKEVEFERROWQE&RPSDQFLRWHNVDWHPHQWV

%DVLV Rl 3UHSDUDWLRQ JLQDQFLDO $VVHWYV
7KH SDUHQW FRPSDQ\ V ILQDQFLDO VWDWHPHQWY DUH SUHVHQWHG LQ DFFRQ G\DIQF I$ XU WEWNVKRIP'DIQWVK )LQDQFLDO $WDWHPHQWYV $IFOW HRAWPHQWYV LQ VXEVL
FRPSDQLHV LQ UHSRUWLQJ FODVV ' WKH HTXLW\ PHWKRG 7KH VKDUH RI WKH UHVXOWYV RI VXEVLGLDULHV OHVV XQ
SDUHQW FRPSDQ\V LOERPH VWDWHPHOW 1HW UHYDOXDWLRQ RI LQYHVWPHQW!
7KH DFFRXQWLQJ SROLFLHV Rl WKH SDUHQW FRPSDQ\ DUH WKH VDPH DV WKRVH R1 WKH *URXS EXW ZLWK WKH DGGLWLRQ RI WKH SROLFLHYV
GLYLGHQG GHEODRUHG E\VXFK ERPSDOIHV LV UHERJQLVHG LQ HTXLW\ DV D UHV
GHVFULEHG EHORZ 7KH *URXS V DFFRXQWLQJ SROLFLHV DUH VHW RXW LQ QRWHV, " DQG~ WR WKH FRQVROLGDWHG ILQDQFLD
VWDWHPHQWY 2WKHU WKDQ DV VHW RXW KHUHLQDERYH WKHUH KDYH EHHQ QR FKDQJHV WR WKH DFFRXQWLQJ SROLFLHY UHODWLYH WR ODVW

\HDU JLQDQFLDO ,QVWUXPHQWYV
7KH DFFRXQWLQJ SROLFLHY DQG RWKHU LQIRUPDWLRQ D E RXRWG®GIMLR YWKMLY H ILC

*HQHUDO ,QIRUPDWLRQ
FRQYRQLGDWHG ILODOELDO VWDWHPHQWY
1R VHSDUDWH FDVK IORZ VWDWHPHQW KDV EHHQ SUHSDUHG IRU WKH SDUHQW FRP3SDO\ DV SHU"WKH H[HPSWLRQ FODXVH Rl VHFWLRQ

RI WKH 'DQLVK )LQDQFLDO 6WDWHPHQWYV $FW 7KH FRQVROLGDWHG FDVRDIORZ VWDWHPHQW LV VHW RXW RQ SDJH

&RORSODVW $ 6 DQG 'DQLVK VXEVLGLDULHYV DUH SDUW RI D 'DQLVK MRLQW WD[

,QWDQJLEOH $VVHWYV $ Q Q Q Q [

ZKLEK WKH &RPSDOY SDUWO) KBV D MRLOW DOG VHYHUDO OLDELOLW\ DQG SDUV
*RRGZLOO LV PHDVXUHG DW FRVW OHVV DFFXPXODWHG DPRUWLVDWLRQ DQG LPSDLUFHOW SPRUWIVDWLRQ LV FOOFXOBWHG XVLOT WKH

[QFRPH WDIHY FRUSKUBWH ZLWKKROGLQJ WDIHV™ HWF 7KH MRLQWO\ WD[HG 'D
VWUDLJKW OLQH PHWKRG RYHU WKH H[SHFWHG XVHIXO OLIH HVWLPDWHG DW:-_\HDUV '7KLV HVWLPDWH ZDV PDGH EDVHG

DEERXQW WDL VEKHPH  &XUUHOW WDJ 1K MRTOWOL WDIHG FREPSDQLHV LV UHFR.
ODQDJHPHQW V H[SHULHQFH ZLWK WKH LQGLYLGXDO EXVLQHVV DUHDV DV ZHOO DV WKH HVWLPDWHG XVHIXO OLYHV RLWKH RWKHU DVVHWV

FRPSDQUKDY DSSOLHG WKH HIFHSWLRO WRUHERIQLVE DOG GLYEORVH LQIRUPI
DFTXLUHG LQ WKH WUDQVDFWLRQ $PRUWLVDWLRQ IRU .3 ULJKWV WUDGHPDUNV BOGRWKHU LQWROILEGH DVVHWY LV PDGH RQ D YWUDLIKW

77R ORGHO 5XOHV DOG WKHLU ORFDO LPSOHPHOWDWLRQ
OLQH EDVLV RYHU WKH H[SHFWHG XVHIXO OLIH Rl WKH DVVHWY UDQJLQJ EHWZHHQ DQG  \HDUV

3URSHUW\ 30DQW DQG (TXLSPHQW

/HDVHV XQGHU ZKLFK VXEVWDQWLDOO\ DOO ULVN DQG UHZDUGV Rl RZQHUVKLS RI DQ DVVHW DUH WUDQVIHUUHG DUH FODVVLILHG DV ILQDQFH
OHDVHV 2WKHU OHDVHV DUH FODVVLILHG DV RSHUDWLQJ OHDVHV 1R ILQDQFH OHDVHV KDYH EHHQ UHFRJQLVHG LQ WKH SDUHQW

FRPSDQ\ V ILQDQFLDO VWDWHPHQWYV

$QQXDO 5HSRUW



7KH )LQDQFLDO 6WDWHPHQWY RDWHKEWDERRFQWQL&RPSDQKFLRW H/NV

1RWH
SURILW GLVWULEXWLRQ

'.. PLOOLRQ

1RWH
6WDII FRVWYV

'.. PLOOLRQ

3URILW GLVWULEXWLRQ
5HWDLQHG HDUQLQJV

6SHFLILFDWLRQ RI VWDII FRVWYV UHFRJQLVHG LQ WKH ILQDQFLDO \HDU
6DODULHYV ZDJHV DQG GLUHFWRUV UHPXQHUDWLRQ

'LYLGHQG SDLG GXULQJ WKH \HDU SHQVLRQV

3URSRVHG GLYLGHQG IRU WKH \HDU 2WKHU VRFLDO VHFXULW\ FRVWYV

7TRWDO 7TRWDO
$YHUDJH QXPEHU RI HPSOR\HHV )7(V
6HHIRWHWR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY IRU LQIRUPDWLRQ R
DQG ([HFXWLYH ODQDJHPHQW

1RWH

S5SHYHQXH 1RWH

PLOOLROQ
S XVIONVY DUNDY JHHVY WR DXGLWRUV DSSRLQWHG E\ WKH
,QWLPDWH KHDOWKFDUH '.. PLOOLRQ

7TRWDO

*HRJUDSKLFDO PDUNHWYV
(XURSH

$PHULFDV

5HVW RI WKH ZRUOG

6WDWXWRU\ DXGLW
$VVXUDQFH HQJDJHPHQWY RWKHU WKDQ DXGLW
2WKHU VHUYLFHV

7TRWDO IHHV

7TRWDO

YHH IRU QRQ DXGLW VHUYLFHV SURYLGHG WR S\WKYH. \38 DRIGI\DID & W RFDIY\HBW (KDER G M
DPRXQW '.. PLOOLRQ '.. PLOOLRQ WR (< *RGNHQGW 5HYLVLRQVSDUWQHUVHC
VHUYLFHY DQG RWKHU DVVXUDQFH DVVHVVPHQWY DQG RSLQLRQV

$QQXDO 5HSRUW



7KH )LQDQFLDO 6WDWHPHQWY RDWHKEWDERRFQWQL&RPSDQKFLRW H/NV

1RWH 1RWH
JLOQDQFLDO LQFRPH DQG H[SHQVHYV 6SHFLDO LWHPV
'.. PLOOLRQ '.. PLOOLRQ
JLODQFLDO LQFRPH ,QWHIJUDWLRQ DFWLYLWLHYV
,QWHUHVW LQFRPH HWF &RVWV UHODWHG WR VWUXFWXUDO FKDQJHYV
,QWHUHVW LQFRPH IURP *URXS FRPSDQLHV 6NLQ &DUH GLYHVWPHQW
,(QWHUHVW KHGJHV 5HYHUVDO RI UHPDLQLQJ SURYLVLRQ IRU HDUQRXW FRQVLGHUDWLRQ UHODWHC
7TRWDO ([HFXWLYH OHDGWHYHKUB QVHDPR VWV
7TRWDO

JLQDQFLDO H[SHQVHV
,QWHUHVW H[SHQVHV HWF

,QWHUHVW H[SHQVHV IURP *URXS FRPSDQLHYV ,] QRW FODVVLILHG DV 6SHFLDO LWHPV WKH FRVW ZRXOG EH FKDUJHG WR
)DLU YDOXH DGMXVWPHQWYV |IRUZDUG FRQWUDFWYV BURGXFWLRQ FRVW

1HW H[FKDQJH DGMXVWPHQWV 'LVWULEXWLRQ FRVWYV

7TRWDO $GPLQLVWUDWLYH H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW FRVWYV
2WKHU RSHUDWLQJ LQFRPH
7TRWDO

$QQXDO 5HSRUW



7KH )LQDQFLDO 6WDWHPHQWY RDWHKEWDERRFQWQL&RPSDQKFLRW H/NV

1RWH

,QFRPH WD[HV
7D RQ SURILW IRU WKH \HDU

‘.. PLOOLRQ

'"HIHUUHG WD]

'.. PLOOLRQ

&XUUHQW WD[ RQ SURILW IRU WKH \HDU
&KDQJH LQ GHIHUUHG WD[ RQ SURILW IRU WKH \HDU
$GMXVWPHQW RI WD[ UHODWLQJ WR SULRU \HDUV

7D[ RQ SURILW IRU WKH \HDU

'"HIHUUHG WD[ DW 2FWREHU QHW

B3ULRU \HDU DGMXVWPHQWYV

2WKHU FKDQJHV LQ GHIHUUHG WD[ FKDUJHG WR LQFRPH VWDWHPHQW
&KDQJH LQ GHIHUUHG WD[ FKDUJHG WR HTXLW\

7D[ RQ HTXLW\ HQWULHV LQFRPH

'"HIHUUHG WD[ DW 6HSWHPEHU QHW

'.. PLOOLRQ

&DOFXODWLRQ RI GHIHUUHG WD[ LV EDVHG RQ WKH IROORZLQJ LWHPV
,QWDQJLEOH DVVHWYV

BURSHUW\ SODQW DQG HTXLSPHQW

SURGXFWLRQ RYHUKHDG

SURYLVLRQV

7D[ ORVV FDUU\ IRUZDUG

+HGJIHV

2WKHU

'"HIHUUHG WD[ DW 6HSWHPEHU QHW

*OREDO PLQLPXP WD[ 3LOODU 7ZR

'.. PLOOLRQ

*OREDO PLQLPXP WD[ SDLG LQ WKH \HDU

$QQXDO 5HSRUW



7KH )LQDQFLDO 6WDWHPHQWY RDWHKEWDERRFQWQL&RPSDQKFLRW H/NV

 QWDQJLEOH DVVHWYV 3URSHUW\ SODQW DQG HTXLSPHQW
7RWDO 7RWDO
$FTXLUHG 3UHSD\ 2WKHU 3UHSD\
SDWHQWV PHQWYV DQG ILIWXUHV POGWYV DQG
WUDGHPDUNYV LOQWDQJLEOH ILWWLQJVDVVHWYV
DQG NQRZ DVVHWYV LQ 30DQW DQVRROV DXQEHU FRQ
".. PLOOLRQ KRZ HWRRGZLERIWZDUHSURJUHVV ".. PLOOLRQ PDFKLQHBTXLSPHQWWUXFWLRQ
&RVW DW 2FWREHU &RVW DW 2FWREHU
7UDQVIHUV 7UDQVIHUV
$GGLWLRQV DQG LPSURYHPHQWYV $GGLWLRQV GXULQJ WKH \HDU
GXULQJ WKH \HDU 'LVSRVDOV GXULQJ WKH \HDU
'LVSRVDOV GXULQJ WKH \HDU &RVW DW 6HSWHPEHU
&RVW DW  6HSWHPEHU '"HSUHFLDWLRQV DW 2FWREHU
$PRUWLVDWLRQ DW 2FWREHU '"HSUHFLDWLRQV IRU WKH \HDU
'"HSUHFLDWLRQV UHYHUVHG RQ GLVSRVDOYV
$PRUWLVDWLRQ IRU WKH \HDU GXULQJ WKH \HDU
$PRUWLVDWLRQ UHYHUVHG RQ "HSUHFLDWLRQV DW 6HSWHPEHU
GLVSRVDOV GXULQJ WKH \HDU
&DUU\LQJ DPRXQW DW B6HSWHPEHU
$PRUWLVDWLRQ DW 6HSWHPEHU
&DUU\LQJ DPRXQW DW
6HSWHPEHU
$W  'HFHPEHU WKH SDUHQW FRPSDQ\ DFTXLUHG LQWHOOHFWXDO SURSHUW\ Rl .HUHFLV DPRXQWHG WR .. PLOOLRQ

7KH .HUHFLV LQWHOOHFWXDO SURSHUW\ FRQVLVWV RI WUDGHPDUNV FXVWRPHU OLVWY DQG WHFKQRORJLHYV 7KH H[SHFWHG XVHIXO OLIH RI
FXVWRPHU OLVWYV LV \HDUV ODQDJHPHQW KDV DVVHVVHG WKH XVHIXO OLIH RI WUDGHPDUNVY DQG WHFKQRORJLHV WR \HDUV

&RQWURO RI WKH WUDGHPDUNV LV OHJDOO\ HYWDEOLVKHG DQG HQIRUFHDEOH LQGHILQLWHO\ ,Q PDQDJHPHQW V RSLQLRQ WKH ULVN RI WKH
XVHIXO OLIH RI WKHVH WUDGHPDUNVY ZLOO EH VKRUWHQ LV PLQLPDO EHFDXVH RI WKHLU LQGLYLGXDO PDUNHW SRVLWLRQV DQG EHFDXVH
FXUUHQW DQG SODQQHG PDUNHWLQJ LQLWLDWLYHVY DUH H[SHFWHG WR VXVWDLQ WKHLU XVHIXO OLIH

$QQXDO 5HSRUW



7KH )LQDQFLDO 6WDWHPHQWY RDWHKEWDERRFQWQL&RPSDQKFLRW H/NV

1RWH
JLODQFLDO DVVHWYV

7TRWDO

1RWH
' QYHQWRULHYV

'.. PLOOLRQ

,QYHVWPBHBEWHWLYDEOHY 2WKHU
LQ *URXBRP *URXNSHFXULWLHYV DQG
'.. PLOOLRQ FRPSDQLARPSDQLHMQYHVWPHQWYV

5DZ PDWHULDOV DQG FRQVXPDEOHYV
RUN LQ SURJUHVYV
ODQXIDFWXUHG JRRGV

&RVW DW 2FWREHU
&DSLWDO LQYHVWPHQWYV
'LYHVWPHQWYV

([FKDQJH DGMXVWPHQWYV

,QYHQWRULHV DW 6HSWHPEHU

&RVW DW 6HSWHPEHU

9DOXH DGMXVWPHQWY DW 2FWREHU

BURILW DIWHU WD]
S5HYDOXDWLRQ
'LYLGHQG UHFHLYHG
([FKDQJH DGMXVWPHQWYV
2WKHU DGMXVWPHQWYV

9DOXH DGMXVWPHQWYV DW 6HSWHPEHU

&DUU\LQJ DPRXQW DW 6HSWHPEHU

7KH FRPSDQ\ KDV QRW SURYLGHG LQYHQWRULHYV DV VHFXULW\ IRU GHEW REOLJ

6HHRWHLQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV IRU DQ RYHUYLHZ RI VXEVLGLDULHYV

$QQXDO 5HSRUW



7KH )LQDQFLDO 6WDWHPHQWY RDWHKEWDERRFQWQL&RPSDQKFLRW H/NV

1RWH
SUHGLW L QVW LWXWLR QV 7KH SDUHQW FRPSDQ\ KDV SURYLGHG JXDUDQWHHV IRU ORDQV UDLVHG E\ *URX
6HSWHPEHU".. PLOOLRHBWHPEHU
PLOOLRQ
JDOOLQJ GXH LQ 7KH SDUHQW FRPSDQ\ KDV LVVXHG D OHWWHU RI VXERUGLQDWLRQ WR WKH EHQ
/HVV WKDQ RQH \HDU 7KH SDUHQW FRPSDQ\ LV LQYROYHG LQ PLQRU ODZRXNAWR AKK i KF RROWV IRIDUL GADKADHXC
:LWKLQ WR \HDUYV ILQDQFLDO VWDWHPHQWY DUH QRW H[SHFWHG WR LQIOXHQFH WKH SDUHQW FR
7RWDO
&RORSODVW $ 6 DQG 'DQLVK VXEVLGLDULHV DUH SDUW RI D 'DQLVK MRLQW WD[!
ZKLFK WKH &RPSDQ\ SDUWO\ KDV D MRLQW DQG VHYHUDO OLDELOLW\ DQG SDUV
LQFRPH WD[HV FRUSRUDWH ZLWKKROGLQJ WD[HV HWF
1RWH
&RQWLQWKRYW DQG RWKHU ILQDQFLDO OLDELOLWLHV
2WKHU 2WKHU
RSHUDWLQJ RSHUDWLQJ
PLOOLRQ 5HQW OHDVHV 7RWDO B5HQW OHDVHV 7RWDO

YDOOLQJ GXH LQ

/JHVV WKDQ RQH \HDU
'LWKLQ WR \HDUV
$IWHU PRUH WKDQ \HDUV

2WKHU ILQDQFLDO OLDELOLWLHV DW
6HSWHPEHU

$QQXDO 5HSRUW



$GGLWLRQDO LRKRUPBWOR®U LQIRUPDWLRQ

6KDUHKROGHU LQIRUPDWLRQ

$QQRXQFHPHQWYV JLOQODQFLDO FDOHQGDU
&RORSODVW H[SDQGV ([HFXWLYH /HDGHUVKLS 7HDP 2FWREHU 6LOHQW SHULRG XQWLO 1RYHPEHU
)XOO \HDU )LQDQFLDO 5HVXOWYV 2FWREHU 'HDGOLQH IRU VXEPLVVLRQ RI DJHQGD SRLQWYV IRU WKH $QQXD
$QQXDO 5HSRUWQG 5HPXQHUDWLRQ 5HSRUW 1RYHPEHU JLOQODQFLDO 6WDWHPHQWY IRD@&QRXO QHIHSRUW
1RWLFH RI $QQXDO *HQHUDO OHHWLQJ '"HFHPEHU $QQXDO *HQHUDO OHHWLQJ
'HFLVLRQV DW WKH $QQXDO *HQHUDO OHHWLQJ '"HFHPEHU 'LYLGHQGYV IRUDW WKH GLVSRVDO RI VKDUHKROGHUYV
'"HFHPEHU 6LOHQW SHULRG XQWLO JHEUXDU\

,QWHULP )LOQDQFLDO 5HSRUW 4

5HYLVHG JXLGDQFH IRU )< DQG SUH DQQRXQFHV + YHEUXDU\ ,QWHULP )LQDQFLDO 6WDWHPHQWYV IRU 4
&(2 .ULVWLDQ 9LOOXPVHQ VWHSV GRZQ $SULO 6LOHQW SHULRG XQWLO 0D\
,OQWHULP )LQDQFLDO 5HSRUW + 0D\ ,QWHULP )LQDQFLDO 6WDWHPHQWYV IRU +
&RORSODVW DQQRXQFHV FKDQJHV WR ([HFXWLYH /HDGHUVKLS 7HD®\ 6LOHQW SHULRG XQWLO $XIXVW
,QWHULP )LQDQFLDO 5HSRUW 0 $XIXVW J QWHULP )LQDQFLDO 6WDWHPHQWV IRU 0
&RORSODVW DQQRXQFHV QHZ ILQDQFLDO DPELWLRQ WRZDUGV 2FWREHU 6LOHQW SHULRG XQWLO 1RYHPEHU
JLOQDQFLDO &DOHQGDU 2FWREHU "HDGOLQH IRU VXEPLVVLRQ RI DJHQGD SRLQWV IRU WKH $QQXD
,QWHULP &(2 /DUV 5DVPXVVHQ ZLOO VWHS GR.:$QQXDO *HEHUPDULRYWPEKH XSFRBIDGQUFLDO 6WDWHPHQWYV IRW @& I QRXO QHMHBE R UW
OHHWLQJ '"HFHPEHU $QQXDO *HQHUDO OHHWLQJ
"HFHPEHU "LYLGHQGV IRUDW WKH GLVSRVDO RI VKDUHKROGHUV

$QQXDO 5HSRUW



$GGLWLRQDO LRKRUPBWOR®U LQIRUPDWLRQ

%DOQNYVY DQG VWRFNEURNLQJ FRPSDQLHYV IROORZQUB\VKWRRB SGIODVWLRQYV FRQWDFWYV

$%* 6XQGDO &ROOLHU “HIIHULHV LULVWLQH +XVWHG 0XQN 7HO (PDLGNNKX#FRORSODVW FRF
$OSKDIDOXH -3 ORUJDO 6HQLRU 'LUHFWRU ,QYHVWRU 5HODWLRQV

%DUFOD\V -\VNH %DQN

%HUHQEHUJ ORUJDQ 6WDQOH\

%RIS 6HEXULWLHYV ORUQLQJIVWDU ,QF 6LPRQH "\UE\ +HOYLQG 7HO (PDLONVGN#FRORSODVW FRP
£)5% 1RUGHD 6HQLRU ODQDJHU ,QYHVWRU 5HODWLRQV

&LWL 22 %+)

'DQVNH %DQN 5%&

"HXWVFKH %DQN 5HGEXUQ

'1% &DUQHJILH 6 (%

(TXLWD 6\GEDQN

*ROGPDQ 6DFKYV 8%6

+DQGHOVEDQNHQ

$QQXDO 5HSRUW



7KH &RORSODVW VWRU\ EHJLQV EDFEN LQ (OLVH 6, UHQVHQ LVRBEXDWHR®HU VLVWHU 7KRUD KDV MXVW KDG DQ RVWRP\
DQG LV DIUDLG WR JR RXW LQ SXEOLF IHDULQJ WKDW KHU VWRPD PLJKW OHDN /LVWHQLQJ WR KHU VLVWHU V SUREOHPVY (OLVH FRQFHLYHYV
WKH LGHD RI WKH ZRUOG V ILUVW DGKHVLYH RVWRP\ EDJ

%DVHG RQ (OLVH V LGHD $DJH /RXLV +DQVHQ D FLYLO HQJLQHHU DQG SODVWLFV PDQXIDFWXUHU DQG KLV ZLIH -RKDQQH /RXLV
+DQVHQ D WUDLQHG QXUVH FUHDWHG WKH RVWRP\ EDJ $ EDJ WKDW GRHV QRW OHDN JLYLQJ 7KRUD DQG WKRXVDQGV RI SHRSOH OLNH
KHU WKH FKDQFH WR OLYH WKH OLIH WKH\ ZDQW

$ VLPSOH VROXWLRQ WKDW PDNHV D GLIIHUHQFH

7TRGD\ WKH &RORSODVW *URXS GHYHORSYVY SURGXFWYV DQG VHUYLFHVY WKDW KHOS PLOOLRQV RI SHRSOH OLYH PRUH LQGHSHQGHQW OLYHV
WKURXJK VROXWLRQV WDLORUHG WR WKHLU QHHGYVY *OREDOO\ RXU EXVLQHVVY DUHDV LQFOXGH 2VWRP\ &DUH &RQWLQHQFH &DUH 9RLFH
5HVSLUDWRU\ &DUH :RXQG 7LVVXH 5HSDLU DQG ,QWHUYHQWLRQDO 8URORJ\

7KH &RORSODVW ORJR LV D UHJLVWHUHG WUDGHPDUN RI &RORSODVW $ 6 |

&RORSODVW §$ 6
+ROWHGDP
+XPOHE!N

"HQPDUN

$00 ULJKWV UHVHUYHG &RORSODVW $ 6 +XPOHEDHN 'HQPDUN &RPSDQ\ UHJLVWURWLRQ &95
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