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UDQJH Rl VHFRQGDU\ VXPDWWWLR® ¥RRQ HEWGE & MDWERQD B \YBIEGFORELOH EDWW
RSHUDWRUV $0OIHQ VXSEOLHWBIAURJIRILGXYVH W FBHVIWMWLOPOWMRQRQV 2XU V\VW
LQFOXGLQJ VXEVWDWLRQRK DR KXRPH UHWDLOXYRGNBODFSS MFOWLRQV VXFK [
VXSSOHPHQWDU\ RIIHU ISXEO WR CFRREDQHIARAD § 9U D B DIOPR FLRR SHN VKDYLQJ JUL!
IDUPV (9 IDVW FKDUJLQI KNEWVW@® Q8 D SXUH % WSEORMQF\ FRQWURO DQG HQHU

LQGXVWULDO FRPSDQLHVY WR WKH JULG
:KDW PDNHV BWINQDIDN:BEDW PDNHV RWUWPDUW

:KDW PDNHV B®WIN®DRIWHIWRISLHWDU\ RQOLQH BDRBUHPMWPW\ GHYHORSHG HPEH
KRXVH GHYHORSHG DQGGCGDWGKFMGEGRU LWV FKDVRIWZDOQHUDY & EOFWNXRIHLFH HQD
GHYLFHV IRU DXWRPDWDRQG RJLIBSWVDWMED) G D UG UVHPR W R CPRQLRVRWLRU DQG FRQW
SURSULHWDU\ EDFN HQUPD\WWW HKDRULQJ ORDGVEBORQWNVNQDOO PDMRU VWRUDJH
UHPRWH PDQDJHPHQW PRBUIRQW HKREVRIDQG 30XISO&LKDWIHRQV

HOHFWULFLW\ JULGYV IXQFWLRQDOLW\

ODUNHWMKH 1HWKHUODQGV %HOJ

ODUNHWFXV RQ WKH 1HWMKHUHDWRESH ZLWK ORFID@ O®DQEWQG 6ZHGHQ DUH RXU |

%HOJLXP )LQODQG DQSUGRAHEHM LQ FRXQWPDHMBOYE SURKXRWY SURGXFWYV
LQVWDOOHG LQ RYHU  FRRXOQMULLHHW

$O0IHQ RSHUDWHY DW WKH KHDUW RI WKH HQHUJ\ WUDQVLWLRQ SURYLGLQJ VPDUW HQHUJ\ VROXWLRQV WR HQDEOH WKH HOHFWULFLW\ JULG RI WKH

IXWXUH :H DUH UHOLDEOH VXVWDLQDEOH DQG LQQRYDWLYH

‘H KDYH D XQLTXH FRPELQDWLRQ RI DFWLYLWLHV DV ZH GHVLJQ HQJLQHHU

GHYHORS SURGXFH DQG VHUYLFH 6PDUW JULG VROXWLRQV HQHUJ\ VWRUDJH V\VWHPY DQG HOHFWULF YHKLFOH FKDUJLQJ HTXLSPHQW :H
FRPELQH RXU DFWLYLWLHYV LQ LQWHJUDWHG VROXWLRQV WR DGGUHVV WKH HOHFWULFLW\ FKDOOHQJHV RI RXU FXVWRPHUV :H EXLOG RQ RXU YDVW

H[SHULHQFH RI

\HDUV LQ WKH HQHUJ\ LQGXVWU\

H KDYH D PDUNHW OHDGLQJ SRVLWLRQ LQ WKH 1HWKHUODQGY DQG DUH VWHDGLO\ JURZLQJ LOQOWHUQDWLRQDOO\ 2XU IRFXV LV RQ WKH %HQHOX]

DQG WKH 1RUGLFV KRZHYHU RXU SURGXFWV DUH VROG WKURXJKRXW (XURSH

:H DUH KHDGTXDUWHUHG LQ $OPHUH WKH 1HWKHUODQGYV

ZKHUH ZH RSHUDWH LQ PXOWLSOH EXLOGLQJV ZLWK DVVRFLDWHG SURGXFWLRQ IDFLOLWLHV
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, QWHJUDWHG VROXWLRQV
%HVLGHV RIITHULQJ VPDUW SURGXFWY DQG VHUYLFHV WKUR

KDYH XSVLGH SRWHQWLDO LQ FURVV VHOOLQJ DFURVV WK
LQFUHDVLQJO\ QHHGHG WR DGGUHVV WKH JURZLQJ FRPSOH
HQHUJ\ WUDQVLWLRQ
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WXVLQHVYVY UHYLHZ

BBB

$0IHQ

$QQXDO 5HSRUW

1DYLJ DWLQJ YRODWLOLW\ 6WDWHV WR VHW DQG FRPPXQLFDWH WI

KDV EHHQ D \HDU RI QDYLJDWLQJ VYRIFHPIHLBR G dOMKHELOLWY LQ WKHLU 1
HQHUJ\ WUDQVLWLRQ DOWKRXJK zH VHH-PPYEHREBRY o orQy

WHUP JURZWK LQ WKH PDUNHW $OIHQ) RY RIGMHYYLELMRE REUW\Y WKH PRVW VL
SDUWQHUV HQFRXQWHUHG KHDGZLQG,A/KBQLJﬁvL\QLQNMREWIZ@WV\MKH LPSOHPHQ\
OLQHV GXH WR D FRQIOXHQFH RI FKDGQHQIFYD WRYH Yx(90 ,01lUDVWUXFWXUH
VXEVLGLHV VLJQLILFDQW SULFH GHF QL @HgRUEOWMHYLEYIX@DWLRQ PDQGDW
HQHUJ\ VWRUDJH DQG D PRLVWXUH LVYXH VR @k ®ISRXELQJ WUDQVSDUHQF\
VXEVWDWLRQV VKDULQJ EHWZHHQ FKDUJH SRLQW RSHL

6DOHV RI %DWWHU\ (OHFWULF 9HKLFO¥|*\'/U%W SHRNM GRYY ySOIHQ LV XQLTXH
WKDQ H[SHFWHG PDLQO\ GULYHQ E\ FRDOTHW Y RE AW YRIXODWLRQ DV R
SROLFLHV S5HGXFHG %(9 GHPDQG sxwr8Rz®ZH3&P! G'\QDPLFE SDIPHQW 45 FRG

SUHVVXUH RQ EDWWHU\ VIVWHP SULFHY FHRWVREH Y PRUREWY ZH VDZ (9 LOFI
RXWHUBWRUDJH 8\VWHRR BRVWRERIQW yHGXFHG DV JRYHUQPHQWY DQWLFLSDYV
WKHLU SURMHFWV WR EHQHILW IURP HYHRz AREHY SV ord oMb UQDO &RPEX V!
RXU 6POBROXWLRQV EXVLQHVV OLQHy Zik ERQWL H UHGXFHG LWV LQFH!
WR JURZ YROXPH DQG UHYHQXH ,Q  wgl RPYBIDAHBERZHULQ) WKH WRWDO \
PRLVWXUH LVVXH IRU RQH RI RXU VXEYMWPWRLR QY kHURGHFNIRYHUQPHQW DQQF
OL(UHVXOWLQJ LQ D WHPSRUDU\ SUR GEFYKL YWRSXBRYIMKHY DQG WR JUDG:
WASH $W WKHZWDPBHWIPRIXG RI RXU URMGZXPWLRQV DSSOLFDEOH IRU (9V DIW}
LQ WKH VHFRQG KDOI RI WKDW HQRRIHY Kb W& MPRYFKHXY$PDQ FRDOLWLRQ
RQ WKH SURGXFWLRQ GHOD\V LQ '"HFHPEHU WR UHGXFH WD[HV IRU HO

'"HVSLWH WKHVH KHDGZLQGV WKH ORQJ WHUP PRPHOWXP
IRU UHQHZDEOH HQHUJ\ UHPDLQV YLVODESHD R Wk P&Ow VW YWEDWHILFE UH

LQFUHDVH LQ WKH VKDUH Rl UHQHZDERH)NQHUYH IO RHYIWMARQU P VKD UHK
DFURVV (XURSH *OREDO HQHUJ\ WKLQN WDQN (PEHU

UHSRUWHG WKDW RYHU WKH ILUVW KD@I RHVSRQMMQ AR POUNHW YRODWLOLW)\
VRODU HQHUJ\ JHQHUDWLRQ RYHUWRRMN YRVHLOWMXHOVUHYHQXH JXLGDQFH GR
)XUWKHUPRUH (8 SRZHU SODQWYV EXURQHGK ®OHUYLFRDPOTKH ORZHU WKDQ H[S
DQG OHVV JDV ,W LV DOVR H[SHFWRGGMKDV) WWNHHDWWDO| \HDU DQG XQIL
RI WKH ZRUOG!V HFRQRPLHV DUH SDVWISHHOINARYGLIODBD \RHGVKH \HDU QHFHVV
HOHFWULFLW\ JHQHUDWLRQ DQG WKHWERQEWHS® FIRYHIRPQMORWHKEFK ZH VXFFH'
LWV ODVW FRDO SRZHU SODQW WKLV WgRD ZLWK RXU EDQN E\ 1RYHPEHU 7R

LPPHGLDWH SURILWDELOLW\ FKDOOHQJ

OL[HG VLJQDOV IURP UHJXOWWOWRHAOLFDUBBLHZ DQG VLIQLILFDQW

SROLFLHV 2XU VWUDWHJI\ UHYLHZ VKDUSHQHG RXL

Dﬁ/ﬁ SURGXFWV ZKHUH $OIHQ LV VWURQ
,Q UHFHQW \HDUV WKH HQHUJ\ WUDQWYMLEQ RIEBERWVYILKBWDOHY SUHVHQFH L
EHHQ LQFUHDVLQJO\ FRORXUHG E\ WKHl)JH(%{SR-}:‘_F&LFl%GLFV 'H LPSOHPHQW
FRPSOH[LW\ +RZHYHU ZH VWLOO VHHyWkHoRD HOBPRU R WA G XFH RSHUDW L ¢
UHIXODWLRQ VHWWLQJ WKH ULIKW SUKBRAEIBRRYY RUCWMEHGHG WR ULJKW |
HQHUJ\ WUDQVLWLRQ $W &23 ZKLORQRoBIVDHMAROW FIPYGLQIJ WR WKH GLIII

UHDFKHG RQ WUDQVLWLRQLQJ DZD\ TURPGHRAY ik XWRW DR QXPEHU RI MREV Z
VLIQLILFDQW EUHDNWKURXJK ZDV DFKLHYHG ZLWK WKH

RSHUDWLRQDOLVDWLRQ RI JOREDO FL 'O~ 21" AR ISEIT]
$UWLFOH RI WKH 3DULV $JUHHPHQW +HDGZLQGV DFURVYV EXVLQH

,Q (XURSH WKH (OHFWULFLW\ ODUNHW. Q... . . BPDUW *ULG 6ROXWLRQV VDZ PR
DPHQGHG E\ 5HIXODWLRO bowZKLOHERWK WKH (9 &KDUJLQJ DQG (QH

1~ N v v 1

(XURSHDQ HOHFWULFLW\ PDUNHW Vv G 8WWHPV EXVLQHVY OLQHV IDFHG DGYH
2QH NH\ FKDQJH LV WKH UHTXLUHPHQFRQGLWLRQV OHDGLQJ WR D ORZHU Wk



6PDUW *ULG 6ROXWLRQV LQFHQWLYHV LQ WKH *HUPDQ PDUNHW HXISH WHIDW KRHVKHDGZLQGY PHQWLRQHGRIHWRIQW ZQWHK WRH[LMUBAH GHYHORSHC
PDUNHWV VXFK DV WKH 1HWKHUODQG®LIIHUFRPSIDOMAE RMRUVHOYHV ZLWK RXVXERPRPLWPRQW BRHEBUQRJI XV IRU WKH
*ULG FRQIJHVWLRQ LV GULYLQJ GHPDQG IRMQEEXY HO LIGX P FRPSDUHG WR D SIVKWRM® DW HYHU\ VWDJHKRY WKH FEOXVWRO B W IMRRX WEBW ZLOO SURKLELW W
RSHUDWRU FXVWRPHUV EXW ZH KDYHWRBMMOUADHEH W KM KRPH VHIPHQW FRQDMSSURDFWRVEHHVEHFWHG LQ NH\ FRPRHMUBFHIIXRXVH JDV IRU LQVXODWLRQ LQ \
KDPSHULQJ GHPDQG IURP RXU SULY DWHR ¥ wWVMRRPESHHUWL WX KK VHIPHQW LQ (9 &HKPKILIHQYHP HY SWF LIFOXGLQJ RXU ODQG®DUN DJUHHPHQW
DV (9 IDVW FKDUJLQJ VWDWLRQ RSHUDRWRWRHRKRP RUKDORHUVMEUFSULYDWH ARLUQ WG LRHGWH P EHW ZLWK )OHYR% 66 WR GHOLYHU D
KXE GHYHORSHUH6RIHWDWRGWROXWLRIQM HQW UHPDLQV RXW RI RXU FRUH IRFXW:KOW 86 WKH ODUJHVW SURMHFW’I% RYVWRIY\ZH LQWURGXFHG WKH 7
PDUNHW IDFHG GRX7KH WKUHM EUBRZMMER QWLQXH WR GLIIHUHQWLDWH RXU YV HOQGI D RRQW KK EXIEOV®W ODUJH VFDOH USHYSAHP\VORE GVQDPLF 45 FR
JULG RSHUDWRUV LQ WKH 1HWKHUOD QXY LHMHYNVDRGEH K REHMUAVIPHQWYV IRU FRRSDIHVWIOWYODQGY $GGLWLRQDOO\ EQN/&%%)?MW%F@VV'XO ZLQ )XUWKHUF
DQG 6WHGLQ DUH LQFUHDVLQJ WKH QXPEHU RI VXEVWDWLRQV DWRHQLIDWLH D OHDGLQJ ORJLVWLF\-RYKNLBRWHG SEY;SD\PHQW RSWLF
WKH\ DFTXLUH DQQXDOO\ $V WKH HQHUB IR OWIDORRQWLRIHY WR VHUYH RXU FXNWPVV%' HLU VWRUDJH FDSDFLW\ @é@%ﬁ/%ﬁuﬁ%E?LﬂNWR OLQH
VWUXFWXUDO WUHQG EH\RQG $O0 1N RARWEMIP O\ WRIHWKHU ZLWK RXU SDUIR{IHR \bv WR GHYHORS D7 R0k EPMMHN K H G EXVWRPHU H[SHU
FRQWLQXHG JURZWK LHE®R WKHHOFOQ Bl QVHYP +HLMPEEVZLOO FRQWLQXH WR GHO L)X UH/JIZLL o)o 't’Jo::QJH % R W K SURMHF\@B%@,&J@@WV}BNWY QAYOHFW DSS IHD\

UHDG\ IRU WKLV LQFUHDVHG GHPDQG WHHRRHQHE P OHW RI *URQLQIHQ DW;QHE VWY LWK
SURGXFWLRQ IDFLOLW\ IRU 6PDUW *U VEKERRIIRRWHX QLW WR H[WHQG WKH FRQWUDFW ) UWKHUPRUH ALt A S L et i

WRJHWKHU ZL\)UHH ORYH HEROXWLRQVXH WR WKH SULFH GHFOLQHV RI EDWWHGLVYLRRPAP \ 24 6RROODERUDWHG ZL!
JHEUXDUA FR HORSDQGIKDANWRQL
$0OIHQ ZLOO VXSSO\ FKDUJLQJ LQIUD VW SHPMWX D H> WROVRSSRYWHYHQXH LQ QLN RYWHP WB W'F{‘A Q 5 Q
‘H HDUQHG VLJQLILFDQW FRPPHUFLDCWKHLU SRUWIROLR Rl FKDUJLQJ VROXWRRQWXQ (KQUHRWBH BRURUDJH 6\VWHPYV wWi! RUEWVWWRRE K QE HUVWD QG 9 * XVH
'LWK RXU ORQJ WHUP SDUWQHU (QH[LERWK SULYDWH DQG SXEOLF FRPSDQLHVRZI0Q8 @'Y GU HWHRQ BH Y HORSLQJ PDUNH ﬁg WIBLIYNVQB OGHUV LQ WKH H P
7UDQVSRUW 'LVWWREXWLREQIEMDVWAWRQDPRXQWK G WROOLRQ ZKLIFKFUMDVH SOD\V D NH\ UROH LQ WKH PLG VFDOH W 9 * DSSOLFDWLR
SURMHFW VLWHV LQ WR UHOLHYH HRPFEHPBRGHNWLRQ 7KH 2XU VWUDWHJILF UHYLHZ FRQILUPHG \/\PMBF@&J@V\MWK%@QZW%HDG\ SURGXFWYV
ILUVW GHOLYHULHVY KDYH VWDUWHG )XUWKHUPRUH $OIHQ LV WKLY PDUNHW VHJPH ‘H FDQ G J H \
ZRUNLQJ ZLWK /HHQ OLGGHOEXUJ WR BNs YPYZ@®W RI RXU VWUDWHJLF UHerﬂJ?ﬁpZFlh@#ﬂf\yV@W@R RENX®) |X|U|_QJ pRUH%\Sg'g/ 'Q(Fk g%/‘\géﬁ/_\gJM\l/ﬁv[\)/gwngHQ LPQDGQXX
PHGLXP YROWDJH PLFURJULG IRU D QHRFX¥VWR® $&DEIPHILQI SURGXFWYV 7KH\Q@%\/XWBR@Q/ MY UDJILQJI RXU 6* LRéKILRQJHWZR FUXFLDO PRG
JUHHQKRXVH WKDW LV EHLQJ VFDOHGRY¥RP& KIODWRHUKGXH WR OLPLWHG PDWBNHW \GIHPBRED 0HSUHVHQFH FRQVXOW&%’WLDYd"FM@UGYI—HfWLR/QG7KH ODWHYW XS0
ZLWK IX0OO0 /(' JURZWK OLJKW DQG KHDB 8GR pP/HH I WKDW ZLQQLQJ LQ WKDW PRYNHW VWHIKYUIKOOBGDOWHHYV HOKDOEHY FRPPXOLEFDWLRO EHWZHHO T
KHDW L 7RIHWKHU ZLWK +RSSHQEURNRPGH Us % B RGXFW SRUWIROLR ZKLOH $OIHQ SUHIHUV WR QKDQ Q Q Q
QJ J v SSHQEU FKDUJLQJ VWDWLRQ PDQDJHPHQW V\VW
GHOLYHUHG WKH PHGLXP YROWDJH PLFWNIGHE VAW B QXWEHQ LWV $& SURGXFW SRUWIROLR

2&33 LQWR RXU $OIHQ +DUGZDUH 3¢
E?RH(';(\;V:LE, VRODU SRzRURG GLVWULEﬁ(CWIh%QH%QHE\ﬁaﬁ\éH/LhﬁHVQWR "HVSLW'n QQRYDWLRQ ODWHVW SXEOLF FKDUJHUV 7ZLQ DQG

RSWLPLVWLF % (9 PDUNHW RXWORRNYV gZid BR/ ERWL\OHHVWBLYHY $0I1HQ FRQWPEONBEHVRVERXHoWsDQG IXQFWLRQDOL
7KLV \HDU ZH PDQXIDFWXUHG D WRWDRSRMLPLVP UHIOHFWHG \HW LQ RXU UXRkYRWHY WkRYPHY H GHOLYHU RXU UMPRYWWV¥ROYV YzZHOO IRU SXEOLF FKDUJ
VXEVWDWLRQV LQ RXU SURGXFWLRQ |bRWPNHL HAKLQH) DO WHKE YNEBEH WLPH ZHyYbY KWW QWNHWEXWLRQ 6 WDWLRQWRQGHHM v LQFOXGLQJ
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5
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>

WKH 1HWKHUODQGYV PRUH WKDQ ODYWRUHDBERPRAUHG WR UHYHQXH RI SHHXY BRAX(EDU DSSURDFK WR WKH PDQ \'?WW?(Usch?“h Vo4 WKH ILUVW PREL
RSHUDWLRQDO IRFXV WKLV \HDU KDV EHHQVWR IPRERIQWR LYXYHODWLYHO\ VWB g O B8 AP R QU D& WIKKHLRR®BD UROH JLUH SURSDJI
QHZ SURGXFWLRQ IDFLOLW\ DQG UHVROYH (PK#KPBPWRI UHPDLQV D ORQJ WHEBWYREWR P OUNHMWDSSURDFK DQG F @/%/ 'E%g VUHORSHG LWV
PRLVWXUH LVVXH WRIJHWKHU ZLWK RXRVSDRWYROH\O bRDGKH (8 QHHG WR EHgd il ¥ VW R QU HEHF F\WKH FRQVWUXFWLRQ f@k’é" WHU\ SDENV  $
‘H DUH RQ WUDFN WR ILQDOLVH LQ 4 WK H D \HDU WR MXVW IRXU PRQWKYV QRW J V EDWWHUL VA
UHIXUELVKPHQWV RI VXEVWDWLRQV WKDW KDG EHH SURFHVV IRU (QH[LV EXW DOVR VLJQL ﬁz DQFHV FRVW F
GHOLYHUHG EXW ZHUH QRW \HW LQvwpo@idHd\ %G\VVW'FFPHOO EXUGHQ IRU RXU FXVWRPHU 7KLV SR Lb@% bvLw. DoG VLI

VKLIW RXU IRFXV WR WKWXEG@GHVMOX U W RQV
FDXJKW XS ZLWK HDUOLHU SURGXFWL %g
XSSURGXFWLRQ LQ RXU "XWFK IDFWR

Rl RYHU VWDWLRQV SHU ZHHN DW

7KLV OHG WR D WRONDB®®IUKYHQXH Z

D LQFUHDVH FRPSDUHG WR

WRUDJH VDOHV F\F lHG RSHUDWRUYV W "{ VLWL DOG )
FOLQLQJ EDWW UVLVWV 'H ZLOO GHO
W UDWHV DQG ! RI WKHVH VWDWLRQV LQ ZLWK
Xg@{zlblbu UDPS XS LQ WKH \HDUV WKHUHDIWHU

GHUV OYHG LQ WKH S

DQWV ORFDO PXQLFLSDOLWLM\DO\‘}’@W@/WWNGVWMB’ SURGXFWLRQ DQG FRQILIXUDWLRQ
SLSJ;U:{\[/LH[SFHRUPLSHDQ\MFRlI-ié3 DQ7}><<I?VSLQB\F/HDGH@W@L@R@IﬂEQRQHsB#WR VXEVWDWLRQV WR D PRGXODU
FRQILJXUDWLRQ 7KLV HQDEOHV XV WR RIIHU YDULRXV SURGXFW
(9 &KDUJLQJ (TXLSPHQW UHVXOW RI ODJJLQJ (9 VDOHV UDSLG pRRAKROANWLRDY DQG TXLFNO\ WDLORU 3DFWR VWDWLRQV WR RXU
ZDV PDUNHG E\ XQH[SHFWHGO\ ORP EXPREHB G @Y¥oRI EDWWHULHV ORZHU YW W HU LHPHERVWEGLWLRQDOO\ LW UHGXFHV
VDOHV 7KH JURZWK RXWORRN IRURYHBHUWXSHPY\zbY WKIKPDUNHW DQG LQPRpHRWHO D BRRQRARASORILW\ DQG DOORZV IRU UHPRWH
VLQJOH GLJLW KRZHYHU %(9 UHJLVWYDRAMR QQRENHIKGR® @\ RXU UHYHQXH RRY WEHLFIIOR1 ZDM SURGXFWY DQG WKHLU PRGXODU
LQ (XURSH LQ $&($ 7KLVKDVPLOOLRQ UHSUHEHHRWHDMHD FRPSRQHQWY ,Q WKH FRPLQJ \HDUV WKLV SURGXFWLRQ
VSHFLILFDOO\ GULYHQ E\ WKH DEROLWRPSRYKREG SMFOLF\ DSSURDFK ZLOO EH UROOHG RXW IXUWKHU

$O0IHQ $QQXDO 5HSRUW



6XVWDLQDELOLW\) 7KLUG ZH DSSRLQWHG DQ H[SHULHQF 2 X \V O®WDRQPELOLW\
0DQDJHU 8QWLO $OIHQ UDQ LWV &obb5 SURJUDP

$0IHQ GLUHFWO\ FROQWULEXWHV WR DDAURVYLQBDEMHDIDFEBRPUWPHQWY 4XI2XU VWUDWHJI\ WR IXUWKHU IRFXV DQG REVHUYHG UXQ UDWHYV
DQG VRFLHW\ :H RSHUDWH DW WKH KBHDYMQRHWHKH HQHWUKH VHFRQG KDOI \HDQG RUGHU LQWDNH IOHB&Y WRVDQHVV OLQHYV

WUDQVLWLRQ E\ HQDEOLQJ WKH JHQHBRWRRGV GINWEBREROLEEWHG WKHVH BHRIOWH XRXGHYRERN R,Q RUGHUPWAOLRQ

DQG FRQVXPSWLRQ RI HPLVVLRQ |UHHGHGHFR WIHA WU RIWKPRXDQDJIJHU ZKR LUHPDLQ SURILWDEOH ZH ZLOO FRQWLQXH WR PDQDJH RXU
VROXWLRQV SURJUHVV DQG GULYLQJ WKLV WRSLF FRVWV WR HQVXUH RXU FRVW EDVH GHYHORSV DW D VORZHU

SDFH WKDQ UHYHQXH LQFUHDVHV $V VXFK ZH FRQWLQXH WR
7KLV OLQN ZLWK VXVWDLQDELOLW\ LV UHIOHFWHG LQ RXU YLVLRQ

OLPLW SHUVR HO JURZWK DQG LQYHVWPHQW LQ IDFLOLWLHV
#WR EXLOG D FRQQHFWHG VPDUW VHERUHHDDG MXYWBILQDEOH DQG SURGXFWQL(F%Q "H ZLOO FRQQWL%XH W R L%YHVQW LQ
HQHUJ\ VIVWHP IRU IXWXUH JHQHUDWLRQV$ DQG RXU LQQRYDQW Y
PLVVLRQ #WR ERRVW WKH HQHUJ\ WUDQVLWERXBG VHYHUDO FKDQJHV LQ RAY umq-iUlQFbQ?FH
HQJLQHHULQJ PDQXIDFWXULQJ LQWHJIUBIWDERIGHGGWKH ([HFXWLYH &RPPLWWWHVAKHWKRWKEOW WKH PDUNHW RXWORRN LV XQFHUWDLQ LQ
FRQQHFWLQJ KLJK TXDOLW\ HQHUJ\ VP& WHLERR RK 0P PWHHPSHQ &22 DQGWHUPH YD WLRRGJ DQG VSHHG KRZHYHU ZH DUH FRQILGHQW
LQQRYDWLYH UHOLDEOH VHFXUH DQG&WNRDUMWYV H[SDQGHG H[HFXWLYH WHOP WP BROIRWHUP IXQGDPHQWDO JURZWK Rl WKH VHFWRU

PRUH GHGLFDWHG DWWHQWLRQ RQ NHY P& WKHRIDWEBIHQ LV SRVLWLRQHG WR EHQHILW IURP WKLV
 Q $OIHQ SHUIRUPHG D GRXEOE PADWHYYDOAM DV RSHUDWLRQV S UHMURXYIRUHL WK &[(@HPW PRGHUDWH JURZWK DIWHU Q

DVVHVVPHQW LQ OLQH ZLWK WKH &RUSRRBWH MWRRIVBLFUWMIK &)2 ZKLOmDN R AW SHYWBHSPHQWY VSHHG XS $OIHQ LV DEOH WR

SHSRUWLQJ "LUHFWLYH  PDWHHUDEHQWEXMHBLWKLQ WKH H[LVWLQJ VWDWXWRIDSERBPYGFNO\ DV ZH KDYH VKRZQ LQ WKH SDVW
WRSLFV DFURVV HQYLURQP®RMWDO VRFLDO DQG JRYHUQD

PDWWHUV :H UHFRPPHQG RXU UHDGHWY $HIMHz:WKHHP $FNHUPDQV ZDV UHDB$ SIRLRIHE WkiH VORI DWLYHV RI WKLV \HDU!V KHDGZLQGYV
6XVWDLQDELOLW\ 6WDWHPHQW ZKHUH6XSHKOUIMREBHWBRRE G RRU KLV VHFRQGDURKR Gt HOWR- QtF® SRVLWLYHV D VKDUSHQHG IRFXV LQ RXU
WKHVH PDWHULDO WRSLFV $OIHQ!V 6XSHUYLVRU\ %RDUG LQ -XO\vwubQHRULQEVDDPRUH HIIHFWLYH RUJDQLVDWLRQ :KLOH

ZHDOWK RI H[SHULHQFH IURP KLV SUHYRR¥WRILARRFHOEHFPRVPHRWQV ZHUH SDLQIXO ZH DUH
7TKH VWUXFWXUH RI RXU 6XVWDLQDEL @MWz QD WY RIKH BERAKSHUYLVRU\ SRVERGRGW oM WROWLAX MK DORQJI UXQ LW ZLOO VHW XV XS WR ZLQ

FKDQJHG VLJQLILFDQWO\ IRU WKH MG RRYWHBIV\NRPHDMKDLUPDQ RI WKH 6 XS\ K M LAVIRWN AR DVESK DIQYBH SURILWDEOH JURZWK DQG RIIHU
WKLV LV WKH ILUVW \HDU ZH UHSRUW [ERDRBPRYCRIQW K H DW IS WK HRP P LW W HHFRIQWHI It 6 X 8% WURYRIK DQG GHYHORSPHQW IRU RXU
UHTXLUHPHQWYV IURP WKH (XURSHDQ 6GXYMWPd QDELOLW\ HPSOR\HHYV

5HSRUWLQJ 6WDQGDUGV (656 :H ZHOFRPH WKLV QHZ
VWDQGDUG ZKLFK SURYLGHV GHWDLOHIRBLVPERNRURHG $OIHQ DV LQWHULP &)2 LQ 0D\
UHTXLUHPHQWY RQ HQYLURQPHQWDO DWRFEHODPYHESOHDVHG KH EHFDPH RXU SHUPDQHQW &)2 LQ

JRYHUQDQFH WRSLFV :H H[SHFW FRQWR2QXP&\ 2QQR EULQJV H[WHQVLYH AIGRQHEHHOWLYH &RPPLWWHH
LPSURYHPHQWY WR EH YLVLEOH LQ RXUSHUAWRIFGID KIPOMLW@Y SUHYLRXVO\ VHUYHG DY B &) 2RI - & (2
UHSRUWLQJ LQ WKH FRPLQJ \HDUV .LQO\ ([DFW 6RIWZDUH DQG &UXFHOO

2QQR .UDS &)2
'H ZRXOG OLNH WR VKDUH D FRXSOH RI KLJKOLJKWYV )LUVW (?'—FKHOOH /HVK &&2
WKH 6FLHQFH %DVHG 7DUJHWV 6%7L LQLWLDWLYH KDV »DUW .HPSHQ &22
YDOLGDWHG WKDW WKH VFLHQFH EDVHG JUHHQKRXVH JDV $QQH YDQ 1RRG &+52

HPLVVLRQV UHGXFWLRQV WDUJHW V VXEPLWWHG E\ $OIHQ

19 DUH LQ DFFRUGDQFH ZLWK WKH 6%7L &RUSRUDWH 1HW

=HUR 6WDQGDUG 6%7L KDV FODVVLILHG $OIHQ!V VFRSH DQG
WDUJHW DPELWLRQ DV LQ OLQH ZLWK D p& WUDMHFWRU\

BHFRQG RXU QHZ KHDGTXDUWHUV LV D WHVWLPRQ\ WR WKH
HQHUJ\ WUDQVLWLRQ DQG HPERGLHV RXU LQWHJUDWHG
VROXWLRQV 7KH HQHUJ\ VIVWHP FRQVLVWV RI RYHU

VRODU SDQHOV RQ WKH URRI  0:S $OIHQ N9$
VXEVWDWLRQV RYHU FKDUJH SRLQWV '& IDVW FKDUJHU
IRU WUXFNV  KHDW SXPSV IRU KHDWLQJ FRROLQJ DQG XVHV
/(" OLJKWLQJ RQO\

$O0IHQ $QQXDO 5HSRUW



$OIHQ $QQXDO 5HSRUW



PRQWK E\ PRQWK

B B B ,QWURGXFLQJ WKH 7ZLQ 30XV (9 FKDUJHU

‘H RSHQHG WKH RUGHU ERRNV IRU WKH 7ZLQ 30XV RXU QHZ EXVLQHWV
IHDWXUHY OLNH D FOHDU +' GLVSOD\ DQG G\QDPLF 45 FRGH SD\PHQWYV

H\V WR WKH QHZ $O0IHQ KHDGTXDUWHUYV /IDXQFKLQJ WKH (YH &ROQHFW $S5

7KH NH\ KDQGRYHU RI RXU Pr KHDGTXDUWHUV SURGXFWLRQ IDFLOLW\ DQG Z| U\ﬁ ng Q $SOPHUH P H wg PDM t%

PLOHVWRQH &RPELQLQJ VXVWDLQDELOLW\ DQG LQQRYDWLRQ WKH EXLOGLQJ ER&'\/ Q I"IHJ? W vaﬂp& i PSR PE; \l/JVR%O/;NRDI?VSVRIEE "SQ% Xg/T:L;i\éURJ
VRODU SDQHOV DQG $OIHQ FKDUJHUV DPRQJ RWKHU WKLQJV :LWK VWDWII—:LEF% Hﬂf'?:f Y\B ;FRPPH\H'F"K; ; Y g WWFB‘ y Q Q Q

SRZHU RXU JURZWK DQG IXWXUH VXFFHVV Q Q Q

3RZHULQJ 6ZHGHQ!V UHQHZDEOH IXWXUH

7KLY 0: O0:K EDWWHU\ VA\VWHP ERRVWYV 6ZHGHQ!V UHQHZDEOH HQHUJ\
JHPVWHQDEHUJ ZLQG IDUP RXU VA\VWHP LV EDODQFLQJ WKH JULG VWRL
RSHUDWLRQV ,W V D SURXG VWHS IRUZDUG IRU VXVWDLQDEOH HQHUJ\
LPSDFW

6PDUW *ULG 6ROXWLRQV ODQGYV PXOWL PLOOLRQ HX

$ VSHFLDO PRPHQW IRU 6*6 LQ %HOJLXP ZH VHFXUHG D PXOWL PLOOLR
7(& WR GHOLYHU ZDON LQ VXEVWDWLRQV WR HOHFWULI\ EXV IOHHWYV LC(
ZLWK $0IHQ %HOJLXP PDQDJLQJ WXUQNH\ LQVWDOODWLRQV WR SRZHU

([SDQGLQJ .DWRHQ 1DWLH!V (QHUJ\ 6WRUDJH &DSDF

7KLV \HDU ZH VXSSRUWHG .DWRHQ 1DWLH LQ WULSOLQJ WKHLU VXVWD|

0:K :LWK 7TKH%DWWHU\ (OHPHQWY ORELOH ; VIVWHPVY DQG VXEVWDWIL
RSHUDWLRQV DGYDQFLQJ UHQHZDEOH LOWHJUDWLRQ VWDELOLVLQJ W
JRDOV

$O0IHQ $QQXDO 5HSRUW



$OIHQ $FDGHP\ VWXGHQWY FHOHEUDWH JUDGXDWLRQ +LVWRULF PLOHVWRQH VXEVWDWLRQV LQ RQH Zt

JRU RYHU \HDUV $0OIHQ KDV DQ LQ KRXVH WUDGH VFKRRO $0OIHQ $FDGHP\ ZKHWHDP KRPEL® DWKLIR/FQZWVRUEZR PPN MWHMIVRQH SURGXFLQJ 'LDEROR DQG 3DF
VFKRRO KHOSV VWXGHQWYV REwWDLQ D FROOHJH GHJUHH LQ HOHFWULFDO HQJLQHMWKHKILUVW WLPH 7KLYV VWDWLRQV D ZHHN LV DQ LOQFLGHQWDO KLJK

HDU 7KLV DFKLHYHPHOW UHIOHFWVRWWK HREMIGR. OVEL RROROIDAERW B WD BW E

\
,Q 2FWREHU ZH FHOHEUDWHG %%/ VWXGHQWYV HDUQLQJ 0%?2 RU  GLSORPDVpW B i VAW QhVAS WIRMERES RS WHPRQR RSHUDWRUV OLNH $OOLDQGHU |
2XU &(2 ODUFR 5RHOHYHOG FRQJUDWXODWHG VWXGHQWY DQG WKH FHOHEUDWLRQ HQGHG ZLWK VQDFNV GULQNV DQG PXVLF $

SURXG PRPHQW IRU DOO KLJKOLJKWLQJ WKH YDOXH RI $O0IHQ!V FRPSDQ\ VFKRRO

$O0IHQ $QQXDO 5HSRUW



$OIHQ $QQXDO 5HSRUW



)LQDQFLDO
SHUIRUPDQFH

BBB

$0I1HQ

$QQXDO 5HSRUW

$OIRGHUDWHY LQWHUQDWLRQDOO\ DW
HQHUJ\ WUDQVLWLRQ DV D VSHFLDOLVW
IRU WKH IXWXUH :LWK RYHU \HDUV RI
D XQLTXH FRPELQDWLRQ RI DFWLYLWLH
HQJLQHHU GHYHORS SURGXFH DQG VH
VROXWLRQV HQHUJ\ VWRUDJH V\VWHPV
HTXLSPHQW FRPELQLQJ WKH RIIHULQJV
VROXWLRQV WR DGGUHVV RXU FXVWRPF
FKDOOHQJHV :LWK D VWURQJ LQWHUUH
$OIHQ!V GLIIHUHQW EXVLQHVV DFWLYLV
UHYLHZV WKH SURILWDELOLW\ RI WKH &
DJJUHJDWH OHYHO

$00 ILQDQFLDO VHJPHQW LQIRUPDWLRG
FRQVROLGDWHG ILQDQFLDO VWDWHPHQ

SHYHQXH DQG RWKHU LQFRP

5HYHQXH DQG RMHKHIHBWHABBRP

K PLODQRQVR K PLODQRQ

ZKLFK LV LQ OLQH ZLWK RXU XSGDWHG
K PLOOLRQ

SHYHQXH DQG RWKHU LQFRPH
LQ (85 PLOOLRQ



6PDUW *ULG 6ROXWLRQV SHUIRUPHG VWURQJHU WKDQ
H[SHFWHG ZLWK D UPNOIDKBRORILK D

LQFUHDVH FRPSDRLHOD@RRQK
7ZR WKLUGV Rl UHYHQXH FDPH IURP JULG RSHUDWRUV DQG
RQH WKLUG IURP WKH SULYDWH GRPDLQ 7KH JURZWK LV
GULYHQ E\ $OIHQ!V IUDPHZRUN DJUHHPHQWYV ZLWK JULG
RSHUDWRUV ZKR FRQWLQXH WR H[SDQG WKHLU GLVWULEXWLRQ
JULG WR HQDEOH WKH HQHUJ\ WUDQVLWLRQ DQG PLWLJDWH JULG
FRQJHVWLRQ 2Q WKH RWKHU KDQG JULG FRQJHVWLRQ LV
KDPSHULQJ WKH GHPDQG IRU VXEVWDWLRQV LQ WKH SULYDWH
GRPDLQ IRU H[DPSOH DW IDVW FKDUJLQJ ORFDWLRQV DQG
VRODU IDUPV

(9FKDUJLQJ VKRZHG D IODW UHYHQXH SHUIRUPDQFH
WRWDOOLQR LIDWDKR QURZMRKP SDUH G

ZLWK K PLODQRQ2XU IODW UHYHQXH QXPEHU

LV H[SODLQHG E\ (XURSHDQ %(9 VDOHV XQH[SHFWHGO\
GHFOLQLQJ E\ $&($ 7KLV ZDV PDLQO\

GULYHQ E\ WKH DEROLWLRQ RI (9 SROLF\ LQFHQWLYHV LQ
*HUPDQ\ ZKHUH %(9 UHJLVWUDWLRQV GHFOLQHG E\

,Q JUDQFH WKH QXPEHU RI %(9 UHJLVWUDWLRQV GHFOLQHG
E\ ZKHUHDV LQ 7KH 1HWKHUODQGYV DQG %HOJLXP WKH
UHJLVWUDWLRQV LQFUHDVHG E\ DQG UHVSHFWLYHO\
2XU JHRJUDSKLFDO UHYHQXH GLVWULEXWLRQ LV URXJKO\ LQ
OLQH ZLWK WKLV SDWWHUQ PRVW FKDUJLQJ SRLQWV ZHUH VROG
LQ WKH 1HWKHUODQGYV IROORZHG E\ %HOJLXP DQG

*HUPDQ\

(QHUJ\ 6WRUDJH 6\VWHPVPERQ\WRIQEXWHG K
WKH WRWDO UBRHEXHWKPQ XKDQR Q
7KLV ZDV FDXVHG E\ OHDGV WDNLQJ ORQJHU WR FORVH

WKDQ LQ DV FXVWRPHUV ZDLWHG IRU SRVVLEO\ ORZHU
SULFHV LQ WKH QHDU IXWXUH ZLWK UDSLGO\ IDOOLQJ EDWWHU\
SULFHV a GHFOLQH EHWZHHQ VXPPHU DQG

VXPPHU 7KHVH GHFOLQLQJ SULFHV ZHUH FDXVHG E\

ODJJLQJ (9 VDOHV TXLFN EDWWHU\ DGYDQFHPHQWY ORZHU
UDZ PDWHULDO FRVWY DQG DQ RYHUVXSSO\ LQ WKH PDUNHW
2Q WKH RWKHU KDQG ZH REVHUYHG WKDW HYHQ WKRXJK
SULFHV VWDUWHG WR VWDELOLVH LQ WKH VHFRQG KDOI RI WKH
\HDU WKH GHDO F\FOHV FRQWLQXHG WR WDNH ORQJHU GXH WR
LQFUHDVHG FRPSOH[LW\ LQ H[HFXWLRQ RI WKHVH SURMHFWYV

$O0IHQ $QQXDO 5HSRUW

*URVV PDUJLQ (%,7'$ DQG QHW SURILW
ORVYV

*URVV POMWBUEDMNPG LQ WR

LQ PDLQO\ GULYHQ E\ VLJQLILFDQW RQH RIlI LWHPV
ZKLFK DUH IXUWKHU VSHFLILHG EHORZ SHU EXVLQHVV OLQH
$GMXVWHG JURVV PDUJLQ VWDQGV DW

*URVV PDBPDAUNRE 6 RORWRRQWHG WR

DQG ZDV VHYHUHO\ LPSDFWHG E\
WKH PRLVWXUH SURYLVLR@® DFGRRKQWHG IRU DW K
IRU PRUH GHWDLOV UHIHU WR 1RWH 7KLV SURYLVLRQ KDV
EHHQ UHFRJQLVHG WR FRYHU WKH H[SHFWHG IXWXUH
RXWIORZV RI WKH VXEVWDWLRQ PRLVWXUH LVVXH 7KH XVDJH
Rl WKLV SURYLVLR®LQOLR@MDW& WKH
SURYLVLRQ SHU \HDU HQG UHODWHY WR WKH H[SHFWHG IXWXUH
RXWIORZV UHODWHG WR WKH LQVWDOOHG EDVH RI 3DFWR
VXEVWDWLRQV

$GMXVWHG IRU 6FPQRIVALIG B ROWYWR\R\Q

PDUJLQ VWDQGV DW ZKLFK LV EHORZ WKH

UDQJH SURYLGHG DW RXU &DSLWDO ODUNHWYV 'D\ IRU WKLV
EXVLQHVYV OLQH GXH WR LQHIILFLHQFLHY UHODWHG WR WKH
PRLVWXUH LVVXH DQG D KLIJKHU VKDUH RI UHYHQXH RI WKH
JULG RSHUDWRUYV

(9 &KDUTK@8 QW JURVV PDUJLQ VWDQGV DW

FRPSDUHG WR LQ 7KH GHFUHDVH LQ JURVYV

PDUJLQ ZDV PDLQO\ GULYHQ E\ D RQH RIl SURYLVLRQ IRU
REVROHWH LQY PQO/GIIRGKIRK JK WKHVH

VSHFLILF FRPSRQHQWY DUH VWLOO XVHG LQ $0OIHQ!V SURGXFWYV
D WKRURXJK DQDO\VLV RI DOO LQYHQWRULHV ZLWK XSGDWHG
VDOHV UXQ UDWHV LQ DOLJQPHQW ZLWK WKH VWUDWH J\
YDOLGDWLRQ SURFHVV LQGLFDWHG WKDW LW LV XQOLNHO\ WKDW
WKHVH FRPSRQHQWYVY ZLOO EH IXOO\ FRQVXPHG DQG DUH

KHQFH SURYLVLRQHG IRUORPR®EGGLWLRQ K

ZULWWHQ GRZQ DV D UHVXOW RI RXU UHYLVHG VWUDWHJLF
IRFXV

$GMXVWHG JURVYV PDUJLQ IRU (9 &KDUJLQJ (TXLSPHQW

DPRXQWHG WR 7KLV LV EHORZ WKH PLGSRLQW RI WKH
UDQJH SURYLGHG DW RXU &DSLWDO ODUNHWYV 'D\

IRU WKLV EXVLQHVYVY OLQH GXH WR LQLWLDO UHFRJQLWLRQ RI D

JHQHUDO ZzDUUDQW\ SURYLVLRQ SOHDVH UHIHU WR 1RWH

DV ZHOO DV D KLJKHU VKDUH RI $OIHQ!V PLG UDQJH KRPH

SURGXFW

*URVV PDUJLQ IRU (QHUJ\ 6WRUDJH 6\VWHPV VWDQGV DW

$GMXVWHG IRU WKH QHW UHDOLVDEOH
YDOXH LPSDLUPHQW RI ROG EDWWHULHV RI K PLOOLRQ
JURVV PDUJLQ VWDQGV DW ZKLFK LV LQ WKH XSSHU
UDQJH RI WKH UDQJH SURYLGHG DW RXU &DSLWDO
ODUNHWYV 'D\ IRU WKLV EXVLQHVV OLQH



SHUVRQQH@FERIBDWMGWR KPLOOLRQ 7KH VXPPDU\ EHORZ UHFRQFLOHV WKH DGMXVWPHQWYV LQ

FRPSDUHG ZLPNKOBQRQDV $0I1HQ KDV L-QYH JURVV PDUJLQ SHUVRQQHO H[SHQVHV DQG RWKHU

EHHQ DQWLFLSDWLQJ RQ IDVWHU JURZWK RI LWV PDUNHWV 7KLV RSHUDWLQJ FRVWV (%,7'$ DQG QHW SURILW

HITHFW KDV EHHQ IXUWKHU DPSOLILHG E\ RQH RII

UHVWUXFW XU L QRLPRRAMAKR F K K [0 (85 PLOOLRQWY Rl SHYHOXH
PLOOLRQ UHODWHG WR RXU RUJDQLVDWLRQDO ULJKW VL]LQJ

SURJUDP DQG K PLOOLRQ IRU VWDQGDORQH VHYHUDQFH *URVV PDUJLQ

DJUHHPHQWYV ,Q DGGLWLRQ SHUVRQQHO FRVWYV ZHUH 3URYLVLROQ IRU PRLVWXUH

LPSDFWHG FRAOKRIR B [WHUQDOO\ KLUHG TXDOLW\ 2EVROHWH LOYHQWRU\ (9 FKDUJLQJ FRPSRQHQWYV

FROQWURO H[SHUWYV LQ UHODWLRQ WR WKH PRLVWXUH LVVXH
1HW UHDOLVDEOH YDOXH LPSDLUPHQW ROG %DWWHULHV

$O0IHQ JUHZ IURP "HFHREBWVR ,QYHQWRU\ ZULWH GRZQ GXH WR UHYLVHG VWUDWHJLF IRFXV
)7(V DWFHPEHU 7KH ULJKW VL]LQJ $SGMXVWHG *URVV 0DUJLO
LPSDFW RQ WKH )7( QXPEHUV ZLOO VWDUW WR VKRZ HIIHFW LQ
WKH FRXUVH RI WKH ILUVW TXDUWHU RI SHUVRQQHO H[SHQVHYV
SHVWUXFWXULQJ
2ZWKHU RSHUDQARUHDWRINGWR K ORLVWXUH H[WHUQDO TXDOLW\ FRQWURO FRVWYV

PLOOLRQ FRPSDUM® RQRE, ®
2WKHU RSHUDWLQJ FRVWYV ZDV LPSDFWHG E\ RQH RIl FRVWYV $CGMXVWHG 3HUVRQQHO H[SHQVHYV
IRU WKH VWUDWHJ\ YDOLGDWLRQ DQG ULJKW VL]LQJ SURJUDP 2JWKHU 2SHUDWLQJ FRVWV

DPRXQWLQJIPWROKKRY HIIHFW KDV EHHQ SDUWO\ 6WUDWHJ\ YDOLGDWLRQ DQG 5LJKW VL]LQJ SURJUDP
RIl VHW E\ ORZHU VKDUH EDVHG SD\PHQW H[SHQVHV RI 6KDUH EDVHG SD\PHQW H[SHQVHV

K PLOOLR® PLOOLRQ
$GMXVWHG 2WKHU 2SHUDWLQJ FRVWYV
&RQVHTXHQWO\ DQG LQ FRQMXQFWLRQ ZLWK WKH GHOHYHUDJH (%.7'8
HITHFWV RQ RXU IL[HGGHEWWD \EFD&/ H (% ,7'$ ’ = c Vs 5
VLJQLILFDQWO\PLIRFUR QKW W® D $JIJUHIJDWHG RQH RII FRVWV DQG VSHFLDOV
K PLOORR® LQ $GMXVWHG (%,7'$
1HW SURILW  ORVYV

(%,7'$ DGMXVWPHQWY DV HODERUDWHG RQ DERYH LQ

DPRXQWHG WIROKMHRUDV XRLIOOLRQ LQ ,PSDLUPHQW Rl FDSLWDOLVHG GHYHORSPHQW FRVWYV
$GMXVWHG (%,7'$ DFPROOOWRG VDR K $JJUHIJDWHG RQH RIlI FRVWY DQG VSHFLDOV ZLWKLQ (%,7'$

GHFUHDVH RUVXVLR 7D[ HIITHFW RQH RIlI FRVWY DQG VSHFLDOV LWHPYV

$GMXVWHG (%,7'$ $GMXVWHG 1HW SURILW  ORVYV

LQ (85 PLOOLRQ '"HSUHFLDWLRQ DQG DPRBWHIEDMGERQ FKDUJHV

IURP KPLOOLROQWIRQKPLOOLRQ LQ
DQG ZHUH PDLQO\ LPSDFWHG E\ LPSDLUPHQW FKDUJHV RQ
FDSLWDOLVHG GHYHORISPBIQRI) FRVW RI K

UHVXOW RI RXU UHYLVHG VWUDWHJILF IRFXV

JLQDQFH LQFR R FDUHEVRAPEGM VO O LR Q
LQ ILQDQFLDWRHPWOOLRQ LQ ILQDQFLDO \HDU
GXH WR LQWHQVLILHG ZRUNLQJ FDSLWDO ILQDQFLQJ

7KH HITHFWLYH WD[ UDWHQQFUHDVHG IURP

WR LQ DV ZH FRXOG QRW DFFRXQW IRU WD]

LQFHQWLYHYVY UHODWHG WR WKH LQQRYDWLRQ ER[ VFKHPH DV D
UHVXOW RI WKH WD[DEOH ORVV UHDOLVHG +RZHYHU WKH
LQQRYDWLRQ ER[ DJUHHPHQW ZLWK WKH 'XWFK WD][
DXWKRULWLHYV KDV EHHQ HIWHQGHG XS DQG XQWLO

1HW SURILWRILKQ PLOSLRRWHG WR D ORVV RI
K PLODQRQ $GMXVWHG IRU RQH RII FRVWV DQG
VSHFLDO LWHPV DIWHU WD[ QHW SURILW DPRXQWHG WR K
PLOOXRQVXVPKODQRQ

$OIHQ $QQXDO 5HSRUW



JLODQFH DQG LQYHVWPHQWYV

IHW GHEW SRHAWPEUDWRXQWHG WR
K PLOOIRRDUHG MLRPORBWRQ
'"HFHPEHUPDLQO\ GXH WR RSWLPLVHG ZRUNLQJ
FDSLWDO ZKLFK UHVXOWHG LQWR D SRVLWLYH FDVK IORZ DQG D
SRVLWLYH FDVK EDODQFH DW \HDU HQG

"RUNLQJ BHFIULWIDRHGPLOOLRQ YHUVXYV
K PLOOLR@HAHWPEHU

RUNLQJ &DSLWDO

LQ (85 PLOOLRQYV HFHPEHU HFHPEHU ORYHPHQWYV

,QYHQWRULHV

7TUDGH DQG RWKHU UHFHLYDEOHYV

RI ZKLFK $PRXQWV GXH IURP FXVWRPHUV IRU
FRQWUDFW ZRUN PDLQO\ (66

&XUUHQW WD[ UHFHLYDEOHYV
7UDGH DQG RWKHU SD\DEOHV

RI ZKLFK $PRXQWV GXH WR FXVWRPHUV IRU
FRQWUDFW ZRUN PDLQO\ (66

&XUUHQW WD[ OLDELOLWLHYV
IHW ZRUNLQJ FDSLWDO

7KH GHFUHDVH LQ ZRUNLQJ FDSLWDO KDV VHYHUDO OHYHUV DV
WWRZQ EHORZ EXW LV LQ HVVHQFH SULPDULO\ GULYHQ E\
LQYHQWRU\N DV ZH VLIJQLILFDQWO\ EURXJKW GRZQ RXU
RYHUDOO VWRFN OHYHOV DQG VWUDWHILF VWRFN GRZQ
SD\PHQWY SUHVHQWHG XQGHU 7UDGH DQG RWKHU
UHFHLYDEOHV LQ DV VKRZQ EHORZ

LQ (85 PLOOLRQV '"HFHPEHU '"HFHPEHU ORYHPHQWYV

,QYHQWRU\ 2Q KDQG

,QYHQWRU\ 'RZQ SD\PHQWYV
7RWDO ,QYHQWRU\ LQFOXGLQJ GRZQ SD\PHQWV

7KH VROYHQF\ UDWLR HTXLW\ GLYLGH® &\ WRW BB BQGHW X B H UDPLRRXYD VWRW WR K
DW'HFHPEHUFRPSDUHG WW RI UHYHQXHV FRP®DOBGRWYR KU
'"HFHPEHU UHYHQXHV LQ

$OIHQ KDV EHHQ LQ EUHDFK ZLWK WK K ED® N FIRYFHDOEHY LQYHVWPHQWYV LQ RXU QHZ

WKLUG TXDUWHU R IRU ZKLFK ZH SJWHEGIX FWGR® ZDRFPWLRQ DQG RIILFHV DW +HIEUXJZHJ DQG
IURP WKH EDQN ,Q LRYHPEHU ZH DIPD/FOOHY DHY  )XUWKHUPRUH ZH PDGH LQYHVWPHQWYV
DJUHHPHQW ZLWK WKH EDQN RQ D QHZ FRPROQWWHMWUXFWXUH DQG GDWD VHFXULW\ DV ZHOO DV
ILQDQFLQJ DJUHHPHQW ZLWK VRPH DBMXOW\PHI@WRM@ BPIOWW *ULG 6ROXWLRQV EXVLQHVV OLQH
FDOFXODWLRQ RI WKH ILQDQFLDO FRY %(

RIl LWHPV KDYH EHHQ H[FOXGHG IURP® HgFRQ{ %EQK YRUGRVRQ LQ

FRYHQDQW FDOFXODWLRQ KDV EHHOQ LI ?xw 'U(?—P& RH Q QLQQ Q

RXU SUHYLRXV ILQDQFLQJ DIJUHHPHQW

7KH GHWDLOV Rl WKH QHZ ILQDQFLQJ DJUHHPHQW DUH
GLVFORVHG LQ 1RWH RI WKHVILQDQFLDO VWDWHPHQWV
FRYHQDQW ZDHPHREBW

$OIHQ $QQXDO 5HSRUW



$OIHQ

$QQXDO 5HSRUW

2XU DSSURDFKSWRSrraicior wr
VXVWDLQDE L OLRWY

)URP WKH (8 &RUSRUDWH 6XVWDLQTE
B B B 'LUHFWLYH &65' UHTXLUHV FRPSDQLHV
WKHLU HQYLURQPHQWDO DQG VRFLDO L
LV H{TSHFWHG WR EH LPSOHPHQWHG LQ
7KH (8 DGRSWHG D VHW RI (XURSHDQ 6X
5HSRUWLQJ 6WDQGDUGV (656

6XVWDLQDELOLW\ LV DW FRW HH&AIRSHOWKIQ!OHZ vWDQGDUG ZKLF
EXVLQHVV GHWDLOHG GLVFORVXUH UHTXLUHPHQW

VRFLDO DQG JRYHUQDQFH WRSLFV DQGC
$0IHQ GLUHFWO\ FRQWULEXWHV WR DWRWRODXQMNWDOH BFRDKRGHPHQWLQJ WKH\
DQG VRFLHW\ :H RSHUDWH DW WKH KHEDXWLRIJWKD HIEW BKDVH LQ RSWLRQV
WUDQVLWLRQ E\ HQDEOLQJ WKH JHQHYBWRWH GGW K i/ VIMEUWFIWVXQUH RI RXU 6XV\
DQG FRQVXPSWLRQ RI HPLVVLRQ IUHHIRO MHWHU L FLWH SRWWLRXYUHDU LQ DFFRU
VROXWLRQV 7KLV OLQN ZLWK VXVW D LWDEUMHPHOWYH IBIHFEBHEW. G RQWLQXHC
RXU YLVLRQ #WR EXLOG D FRQQHFWHEHVPDWWE OVHIFX YX\DWEBELQDELOLW\ UHSR
VXVWDLQDEOH HQHUJ\ VIVWHP IRU IXWBKlDJlHVJHQHUDWLRQV$

DQG LQ RXU PLVVLRQ #WR ERRVW WK UJ\ W %%Wk%% FF\QXU VHFWLRQV

HQJLQHHULQJ PDQXIDFWXULQJ LQWHJ'EJ
FRQOHFWLQJ KLJK TXDOLW\ HQHUJ\ V G@ W‘é §FH (l?ﬁ’f? g’\ffj:&(UHV GRFLD
LQQRYDWLYH UHOLDEOH VHFEXUH DQ

$VLGH IURP WKH SRVLWLYH LPSDFW RI U L vV
DFWLYLWLHYVY ZH VHH UXQQLQJ WKH EXGI>§ §E\F§/Y{@FQHUVKLSV DQG (6*

VXVWDLQDEOH PDQQHU DV D PRUDO
LQFRUSRUDWHG RXU VXVWDLQDELOL US’VS)T\?V\CE'EZYD;VOF
FRUSRUDWH VWUDWHJ\ DV RQH RI RXU QHUVKLSV DUH LO
#ODNLQJ $OIHQ HYHQ PRUH VXVWDLQD

6FLHQFH %DVHG 7DUJHWV LQLWLDWL

‘H UHFRJQLVH WKDW D EXVLQHVV PRG SWK@WEI-bQ)DEQp-lé/DWWH
GHFDUERQLVDWLRQ RI RWKHUV FDQ V %agé% LYH

LPSDFWV RQ WKH HQYLURQPHQW ZKL
RZQ RSHUDWLRQV DQG RXU YDOXH FKP %@W&@M#HQ’H\{\WWW WKH &65' GLVF
GHFDUERQLVDWLRQ SURGXFWV )RU L@QYWHSRHH\RWMKHORAFIVYHVY DQG VWDW X
VXSSO\ FKDLQ KDV HQHUJ\ LQWHQVLY I HRWY W FXN MIQ VPR IROORZLQJ RUJIDQL\

PDQXIDFWXULQJ SURFHVVHV WR GHOL H&P\ch?lﬁF&NHT@(ﬁ#?@éBH SURMHEW &3

FRPSRQHQWY DQG PDWHULDOV IRU RX
WDNH DQ DFWLYH UROH DFURVYV RXU YOOXBHX®4LHo WR ZRUN
ZLWK RXU VXSSOLHUV WR ORZHU WKHVH 8P SORWNOZKRBEDFW
IHDVLEOH :H ZLOO UROO RXW RXU VXYWRKkQWBLQPW\\§URJUDP
DQG RXU LQLWLDWLYHYV RYHU WKH FRPLQJ \HDUV



WI Q SHUIRUPHG DQ H[WHQVLY®M PVVWVFREBRW ZH VHH WKH ODUJHVWO¥XFRHSRUUIWLRQY LR\ UHIHUHQFH
6 X V W D L Q D E L @OL}Q AWK WKH SUHVFULEHG JXLGHGRUAWLRI WRKRSH56HBLYVVLRQVY UHODWHG WR RXU XS DQG

GHVFULSWLRQ RI WKH SURFHVV DQG LGRZRYXWERPI® FDBOXH FKDLQ SDUWQHUWHUWH WRILFRUWPWRHIHR ZKDV EHHQ SXEOLV

V W D W H P H W LQFOXGHG LQ WKH LPSDFW ULVN DQGQRIHSRWW X HW\RMHEYGRYWU\ VHFWRU RIYWH B IHYARDOHPHBRUM ZH KDYH PDGH

RI WKLV VWDWHPHQW FDOFXODWLRQV ZKHQ VXSSOLHUV FDQQORWRUNRERWLRQRUE\ UHIHUHQFHS$ FRQF

SULPDU\ GDWD :H H[SHFW WKDW WKH ®FXUBDIEW RR Q¥ RGEHHFLILFDOO\ ZH KDY

B B B 7KH (8 7D[RQRP\ LV LQFOXGHG DV D VHSPYPWIHY 2L 00 LPSURYH RYHU WL P H @RISRV WEKGIVFRUSRUDWH JRYHUC

LGHQWLILDEOH VHFWLRQ DV SDUW RI WKiRBQ YW RIRRFGRYPEPb U zLWK PRUH ABAWDLYHBDPRIGHOWRQUROH DQG UHVSRQ

LQIRUPDWLRQ LQ WKLV 6XVWDLQDELOBWE GWRRWHPHQWSHFLILF GDWD ,Q DGRQWXVW D QRHELOLW\ WKH FRPSRVLWL

HyK-DYH,PDGH UHJDUGYVRRPS HWRHAF bWV ZIKR EKVNLOOV RI WKH ([F
HQWV RI WKH 6XVWDLQDELOQWYEW#IQH%%]VL\JIL%VJ‘&HFDUERQLVH RPIQG WK 62 KH B LVRU\ %RDUG LQ WKH

*H Q HUDO L Q IRUP D\M(Eﬁmwpz OLPLWHG DVVXUDQFH sURHLMYLALYY

DFFRUGDOFH ZLWK 19 £26 1 7KH OLRIQKEGQFHY WKH HPLVVLYLW\ RI WKH JRYIHULQRQEF ) NWFMALRQ RI WKLV UHSRUV

H VROG SURGXEW\SDIDPYDSKNY¥WHPEHUV RI WKH ([HFX\
%DVLV IRU SUHSDUDWLRQ DVVXUDQFH UHSRUW RI WKH LQGHSHQ%@%@?%@M&*F%LWH&Q%WO\ VROG LQ FRXCMREL AMPACHHRI WKH 6XSHUYLVRU)

b D O L ey = e Y UQPHQWY DUH HLWKHU OHJDOO\ BR%DWLRR W |AUGHVEULSWLRQ RI UL\

/HYHO RI UHSRUWLQJ VHFWLRQ #2WKHU LGQIRRADMWKIRQS RQ RU KDYH VHW QHW JHUR DV D VEAVADAWHER PRBGRIRHVYV DV ZHOO DV WKH LQ

$QQXDO UHSRUW
7KH 6XVWDLQDELOLW\ 6WDWHPHQW RI $OIHQ 1 9 LV SUHSDUHG WKHLU HOHFWULFLW\ JULG ZH KDYH DAWWPRIGID EGLGMBWLVNY LQ WKLV SURF

R WULFLW\ JULG LOWHWR VPIDMRDEH®RIZQWQVHFWLRO SDUDJUD:
RQ D FRQVROLGDWHG EDVLV DQG LQFRY¥SRHFNWHHIWQ RQFHWIWOLQWLHYV gggiﬁ%\’WLﬁ(}Q beHE QgUleb:va LQFOXGLQQJ TS At vivivive

IRU WKH UHSRUWLQJ SHULRG HTXDO WRDWKHH I FKOMIFQDAVWLPDWLRQV WKHVH EDVHY ZH EHOLHYH WKDW W
VWDWHPHQWWXDBWR'HFHPEHU 7KH D o P & LOAR- G YPHIFMNWLLAY 2VWK RWKHU L«
7KLV VWDWHPHQW FRYHUV $01HQ M HP® OYHOR SHUSRWIVRLPQRKY UHTXLUHPHQ
DV ZHOO DV WKH XSVWUHDP DQG GRZEPWUHDFECYHBKRQVEK BIQEE HVWLPDWHYV
‘H KDYH QRW XVHG WKH RSWLRQ WR RBRIUVWMKESHFWR K EERPMWHG 7KHUHIRU WD EHLQJ D YPH S REOMLIRIWKE MMWXVEHQWY UHOL
&

x('?\{/m R ERPSLOH RXU VXVWI®
F?(gy\)o/"ﬂ%ex XV LPSURYHPRQW®WWPIRHONWQ WKDW

Wp %/\ % o \'f/ME' €WHG UHJXODWLRQ ZLOO DOVR UHVXOW LQ

U
RI LQIRUPDWLRQ FRUUHVSRQGLQJ WR BERWHoR® AW YD s@ sy \WgPWHYV DYH Q&g ﬁ év\l,
NQRZ KRZ RU WKH UHVXOWV RI LQQRYWWRWQPDQDIJHPHQW EHOLHYHV WR EH H
WKH FLUFXPVWDQFHV 7KH XQGHUO\L Jg
$00 $0IHQ VXEVLGLDULHYV DUH FRQVREOLG®PMNG IRRP RXU VXSSOLHUV RXU g

v LQDELOLW\ VQyPWHRBQYW DUH QRW
g 'H DLP WR EH WUDIMS DHN QW W IRGRX XU KHDOWK DG
VXVWDLQDELOLW\ UHSRUWLQJ S$GPLQVRWUPME RQNPRH[MWHY HQW IBWWHY YHQG
i

VB/UUQDO ERG\ RWKHU WKDQ RXU

2y
g \&\\F& %g.\:‘ §DQJHV LQ XGRHUPRL FEOMXOBWLRQ HUURU ,Q SDI
R WR H[SODLQ/RRWHPLGW\O MXULV)UHTXHQF\ 5DWH /7,
H[FHSW $OIHQ (ONDPR 2\ $E DUH GULYHRFRQBBYU\ GDWD VXFK DV LQGXVWU\ ’
KHDGTXDUWHUYV :H XVH WKH VDPH PHRYMEHRHRVYHEYYDQW LQIRUPDWLRQ WS RRTBREHSDWH FRQWHEW WG DR GHPVGRIQNKSDWH 75,5 IR

UHIHU WR VHFWLRQ +HDOWK 6DIHW\ P
HQWLWLHV WKURXJKRXW WKH VWDWH
Q RHQWM FKDLQ 7KLV VWDWHPHQW LQFOX VSHFWLYH SHUIRUPDOFH :H KDYH DOVR UHVWDWH

ODWHULDO LPSDFWV ULVNV DQG RSS ey 'HRQ\)é)zg{?KK»%Y}ﬁbpvs"V\o’RLF\{NQKVLVRE%%%%@L\QWWPVHJVK%YIJDEf&?QV VFRSH HPLVVLRQV WR DOORFDWH XSV
EHHQ DVVHVVHG WKURXJK D GRXEOH E Q QIR U Q HPLVVLRQV.WR VFRSH ZKLFK ZH DUH |
DVVHVVPHQW VHUYLQJ DV D FRUQHU | PO, UHVXOWV PD\ GLILHUKDY WE B VXWX BIMEHULDO LPSDFW VMLV BRG. 4 R QRW KDYH DQ\ RWKHE
GLVFORVXUHV 7KLV DVVHVVPHQW GHWH %Vhé (9? @VE@’KHUH'RUH XRBERWWKQ LW GHW RYHUMRRUW  PHGLYE ORGP RRS WHYR HivHQWDWLRO RI W

HIL Q EH IRXQG BIORFH WHGH GIDW KU H R VXVWDLQDELO%WgWQ'V,gW WV QHYROR |
GLVFORVXUH PHWULE L RUTAQH Q SULRU SHU
Q WKH UHVSHFWLYH HQYLURRDWRWIDIO IMAHFRIBW XUEPH WKHVH WRSLEY, R HL'J'\X/{'Q%HEDVHG RQ WKH (65

JRYHUQDQFH VHFWLRQV IRUZDUG ORRNLQJ VWDWHPHQWYV ,Q WKLV VWDWHPHQW® A

UHIHU WR WKH IROORZLQJ WLPH KRUL]RAYH PHWULFV KDYH EHHQ UHSRUWHG
ZKHUH KLVWRULF GDWD ZDV DYDLODEO!

6KRUW WHUP — OHVV WKDQ \HDU\ LQIRUPDWLRQ KDV EHHQ SUHVHQWHG 2
?HG'-XP WHUP EHWZHHQ \DQG HDUYOG GHYHORSPHQW GDWD SRLQWYV KDY
RQJ WHUP PRUH WKDQ 1\HDUV LQIRUPDWLRQ DV ZH VWDUWHG UHFRUG

‘H SURYLGH DQ DGGLWLRQDO EUHDNGRZ2BLRU WKkHRIRBYU HRQYLURQPHQWDO
WHUP KRUL]JRQ ZKHQ LPSDFWV RU DFWILRRSPBBW HEM AWl Lg!/RU VFRSH  DQ
D SHULRG ORQJHU WKDQ \HDUV WR sRR¥ RHH /FPyied-@i \HDU RI IRU VFR

ESE\ISVLTC[)\(VL'QHGYLLFDDWWLI—T(SV IURP WKH VWDWHG \gl_Pé-IKIBR}Jl_LI]E%VSDOJ'EYLVLRQV

)RU VRPH Rl WKH QHZO\ LQWURGXFHG P
XVH RI WKH WUDQVLWLRQDO SURYLVLR(
DFFRUGDQFH ZLWK $SSHQGL[ & (656  $
Rl WKH SKDVH LQ IRU LWV $0IHQ (ONDP

$O0IHQ $QQXDO 5HSRUW



GDWDSRLQWY WKDW ZHUH RQO\ UHFR D®H®R EQWHG WR (656 VHFWRU & 0 DYRU EFRVWU VBIIJFRHQWY WKH PDMRULW\ RI VDOHV RFFXU LQ RXU
DGPLQLVWUDWLRQ GXULQJ ‘H FKRN® HFR SIUFD/ @WXWEMHQW 'XULQJ WRKUHH IF ZHQW UQRIV WKH 1HWKHUODQGYV %HOJLXP )LQODQG DQG
GDWDSRLQWYV ZLWK DFFRPSDQLHG TXNQIQDWENEW \WEOIHAHQMY RXU SURGXBEMHSRIQWIROLR RU

IRU (ONDPR DV ZH EHOLHYH LW JLYHV \IHUDALFWWHIOHFWLRQ IRU
WKH UHDGHU 7KH JULG RSHUDWRU VHJPHQW FDQ EH FKDUDFWHULVHG DV

$OIHQ LV KHDGTXDUWHUHG LQ $OPHUWRWRHQAMWKXWMHGDOIGAHQ WKH WRS JULG RSHUDWRUV LQ WKH
‘H H[SHFW WR SXEOLVK LQIRUPDWLRQZK® WH BN HJ AMIWGH E\) IHL JKW EXLOGLQIMVZKWEKODRF KRWEG PDUNHW VKDUH LQ WKH
WKH WLPHIUDPH VHW RXW LQ $SSHQGISUR GXFOWLRQ IDFLOLWLHY WKDW DUH &LWWKHUERZQHR® R U LGHRXKWGYROXWLRQV VXSSRUW VWUHQJIWKHQLQJ
‘H KDYH DGGLWLRQDO RIILFHV ZLWK SWRB XFAWMRL ORWDRMQLRQUG WR FRSH ZLWK WKH HQHUJ\
8VH RI SKDVH LQ IRU DOO HQWLWLHV | 5 oHOJLXP DQG )LQODQG DQG SK\VLRMOUDQPUDOWVRRIILFHV LQ
( $SQWLFLSDWHG ILQDQFLDO HIIHFWV*RURBQ\LBPSOPWDQEUNYOIHQ KDV D ZRUNIRUFH Rl
DQG RSSRUWXQLWLHV RQ RXU ILQD)QFV DF SRYVLWXBRSHKEFAL WK SUHVHQFHIGPE L WHRAAPP 1 @H VXSSOV PLFURJULGV LQFOXGLQJ

6%0 SDUDJUDSK H $XVWULD %HOJLXP )LQODQG )UDQFHYXRYYWH \LRQ/\S@ Q/VK%SSOHPHQWDU\ RITHULQJV WR FRQQHFW
( $QWLFLSDWHG ILQDQFLDO HIIHFWVLHWKHUPRQEOCLRUZD\ 3RODQG GSDL *bzg#é %WH QH ZE\‘/JNS\’QZ;VL"SGVFDEEF{SOHG fg’fDEv\\’NHJPHQWW
SK\VLFDO DQG WUDQVLWLRQ ULV N\ DIOE] $RAMHQWPEG WKH 8QLWHG LQJ FL 'iQ 4 Om\t\!b%ww R W LEXOWXUH oG
H V Rl (XURSH WKURXJK RXU S I'LQ/J G
FOLPDWH UHODWHG RSSRUWXQLWLW\K (51546 W ( %VWULD FRPSDQLHV 7KH IRUPHU WZR KDYH D PL[ RI

8VH Rl SKDVH LQ IRU HQWLW\ $OIHQ (@NIQFDRGZr\ng@LOHG EUHDNGRZQ RQ UHYHQ(&HI—HJ_-MMU\DI—V\FH/\G?HQIDGXVWRPHUV ZKLOH WKH ODWWHU WZR DUH

7KH SHUFHOWDJH Rl HPSOR\HHV WK1[5| D \}%ER?D SOHDVH UHIHU WRUHWIDWUIFPWQRHGQ ERXWDJ RQH RIIV ZLWK DQ RFFDVLRQDO
( L0 DSSHUUIR%PDEJQFH UHYESZ\(G% 5 gpﬁ'o PPDUY $FURVV DOO RXUHEXNVQQHRY OLQHV ZH GR
KDYH SURGXFWV WKDW DUH EDQQHG L% FHUWDLOQ

( 7KH DYHUDJH QXPEHU RI WUDLQLQ*ﬁgéw\OLSW\;J *LYHQ WKH QDWXUH RI R ggus\g %&WR/W'-E%@ESWW@ FULWLFDO EXLOGLQJ EORFN LQ WKH

HPSOR\HH (656 6 DOO RXU PDUNHWY DOG FXVWRPHU JURR 9 & FPYHEREH R RX U VRFLHW\ E\ IDFLOLWDWLQJ D UREXVW
GHFDUERQLVDWLRQ WUDQVLWLRQ HOHFWULF'-W\ JULG ORUHRYHU ZH H%W%&XﬁéwLWH WKURXJK RXU IL
UHQHZDEOH HQHUJ\ WKHUHE\ IDFLOLWRWERY N KHE ZRUN ZLWK D ZLGH YDULH

NXVLQHVV PRGHO DQG VWULPWW Ve $RIGIWERQNORSY SURG X BHIF DQEBRQLVDWLRQ RI SRZHU VXSSO\ \WKpw GHOLYHU HOHFWULFDO FRPSROH
DVVHPEOHYV D UDQJH RI WUDQVIRUPHU VXEVWDWLR |

2XEXVLQHVV PRGHO DQG YDOXHIRKRGRY — GLVWULEXWLRG JULG R4A UK %ﬂm@HQWHORSV DQG SUREXEMYERDUGYV DQG N:K PHWHUV
SULYDWH \&HWéRUNV (SIQG ZH GR VR ZHWRJrB' @ﬂ) flJP YW DQG FRQQHFWHG FW%B&VV\/&%%L‘I‘%% V&W‘F'TDSH FDQ EH FKD

$OIHQ RSHUDWHV DW WKH KHDUW RI1 WK# HQf leHﬁ/ KRXVLQJ WUBBNVIRHUNMH (X bl XVH DW GHVWLQDWLRW YW & V. KRP SXUH % % SOD\H

$

ZLWK RXU  EXVLQHVV OLQHV 6PDUW HLG SR >§2V(‘5 ZLWFKJIHDU DPRQYHWRHRYZRUNSODFEHY DQG SXEOLF ORERW LR M SRS N d KRS R HQG XVHU
&KDUJLQJ (TXLSPHQW DQG (QHUJ\ 6WRUBIA 6\WWHP CGLWLRQDOO\ ZH RIIHU UHPRWH VHBVLF By P WLHO QB 5o SRLOW RSHUT

SHYHQXH IURP DOO RXU EXVLQHVYVY DFWLYLWLHV FDQ EH LQWHJUDWRUVY UHWDLOHUV DQG ZKRO

$O0IHQ $QQXDO 5HSRUW



2XU LQVWDOOHG FKDUJH SRLQWYV SR ZBXUHDGIHF WL LVAWRHKILIAO MW WHPV HQ D E O$H0 WHGH ZLAVOHD O DWQL RUK IR IPDWHULD O W RBS/L S B U ®RD WHGE WW DRRKHKRDGHU SROLF\
GHFDUERQLVLQJ WUDQVSRUWDWLRQ DUHX WXMEGHEY D QWG WED WH UG LEN V8 H 8 FRISPWUIDQMLRQV DQG RXU EXVLQHVV VW UDRSIOR\HHRVL GWHWWREZHOW LQYHVWRUV
KDUPIXO HPLVVLRQV RI WKHVH UHQHZDEOHVORNMRRL@®XDQ YXVWHLQDELOLW\ HYHQ GHHSHU ZLWKFRRB XEXWLIQHW D Y&/ VBWIHIW\ DV NH\ VWI

VDOHV RFFXU LQ WKH 1HWKHUODQGV ZHDLIQ&PH[O®PHGHQXBBRPLQJ SURJUH VW HOHFOWKIR@M DUH EDVHG RQ ZKR KDV W
(QHUJ\ 6 WRUD J#D BN QWGHHPWHO R S V PYRefelsfelch UDOIH Rl XSGDWLQJ RXU JRDOV DQG EXGJHWV W& IGXHKMHFHZRQEOVKE V DFWLYLWLHV DC

PDQXIDFWXUHV DVVHPEOHV DQG LQ DQQXDO PLG WR ORQJ WHUP VWUDWHD\IXS @B H
VWDWLRQDU\ XWLOLW\ VFDOH DQG PR?%‘WHW%;‘JEVW@QHVV PRGHO DQ$GGLWLRQDOO\ ZH ZLOO VHW QHZ PLG WHUP REMHFWLYHYV

H
VWRUDJH VROXWLRQV 2XU VIVWHPV M?&D FloQ b ZKLFK ZLOO LQFOXGH QHZ REMHFWLYHKXY RESCRMUPBYE g-E£1ISRUWMD QW VWDNHKR
DSSOLFDWLRQV VXFK DV ORDG EDODQFLQ"J J'JULG VHWWLOJ LW DW WKH KHDUW RI ZKDw EAHF BXNHRYUKHYE Yy R RPPLYWPHQW HIIRUWY
I[UHTXHQF\ FRQWURO DQG HQHUJ\ WU DXWQYD P& MORAPIOOL QH[WULFDEO\ OWRINKG ORRI BRYHQ!VZH ZLOO LQWHJUDW@%@WSESDEEHiWPLEPQWRlPQG GHYHO!
zZH SURYLGH ORQJ WHUP VHUYLFH DORERUBWHRORDV MO0 EXVLQHVV OLQHYHPHQWMUDEWVRI) W R RORF (X WLYH &RBBY Yy HHY gYLQHVV DQG KRZ ZH F
LOQVWDOOHG V\VWHPV :H ZRUN ZLWK \H@-ﬁﬂ/\y—@pl\\éFFbIWLRQ E\ UHSODFLQJ DOWHUQDWLYHV WKDW KDYH D RXU FXVWRPHUY DQG WKHUHE\ IRU RXU
EDWWHULHV WUDQVIRUPHU FRQWURQ FPEHEWRYMW Y F50GF W RIS WK HUYQ v L U R Q PAEEWD SXYRVIDAO WRL B KWW P QDELOLW\ IVRAFLHIW L @ XO\ H/AKDSRAM RX D UH LQWHJIUE
[0 £ 1L viRg DG Uxoy 006wk L CWURE Ny cRUI XSSOty oy anms s svatse o o
Vv VAVERY V PV VKDUHG LQ RXU
JRU XWLOLW\ VEDOH VA\VWHPV RXU PDE VH—‘)%/ P ﬁ\UFPXUWKHU SUR%“ SREB F H EHYG MREOIH B WRIHWKHU ) X UAKIHT P RBRPIRR, WQ%&%WQDQW VWDNHKR
LQGHSHQGHQW SRZHU SURGXFHUV 100fL Fl;L gﬁ DOLIOPHOW RI 5 WRHNHOVEHQWY GHPRQVWUDWH RX U PNAYI WHHERVWRPHUV DUH WKH IRXQG
X '6 ouﬁ\ §U rlél

SURYLGHUVY GHYHORSHUV DV ZHOO DW éHV@WLW@WI@@ﬂﬂW\V IRUZDUG WR yﬂq\ﬁ\gpbqp% HG]M@E%\%K DQG SURILWDEL
HH@HIOW WEBBQVLWLRQ vHF

6 RJUDP DQG GHFDGF
LQGXVWULDO FRPSDQLHYV WRUV ZH UHFRJQLVH LQFUHDVLQJ D
WKDW DUH DOLJQHG ZLWK WKH 3DULV VWK VXVWDLODELOLW\
X

JRU RXU PRELOH V\VWHP ZH VHOO HLWKHU S/IRWSRZ BU BHQWD OV )

UHQJDIJHPHQW ZLWK VWDNH
S 1 o Vi S R o LU AR MEAYE Ry uowiaLe wupoy iRURDWLRG SURaUD R L R D
Q Q W, o) DELOLW\ 3URJUDRQDV HEYHRQMEGRISGVH $ UL WV vwDNHKRYBHHW SH B JRGh | Q
(Y ? $
LW

Jn

VXFK DV FRQVWUXFWLRQ FRPSDQLHYV WDUWHG UHSEIRELYS VP & QBB L QA GHyJRUWYV DUH L
HYHQWYV (9 IDVW FKDUJLQJ RU WUDQW P\l;gg;]Q\%%LUOVLWZ\HRZIL%IgﬁFgSjDWQUE%SU%QXDO UHSRU\W(E:M'Hé F}Ays,% LQIOXHQFHV LQYHVWPH
D

LQGXVWU\ DQG FRPPHUFLDO FRPSDQLtfg I_\ll\yKD ROWULEXWH WFP)QW@DR()(@{\U@P@Q)HVQ(MVDI@LQ@WU@LDWWLR%%Lﬂ’@@ H_HFQLQHVI\%))}O’VR FRQWlLQXH RYHU

PDULQH DSSOLFDWLRQV VWUDWHJI\ DQG ZLGHU EXVLQHVV VWUBWRIHKROGHUV
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JXUWKHUPRUH ZH KDYH VFDQQHG (6* &)DWW.QUODIHQ@EMAVGHSDUWPHQW 7KH SRSHWYNYWRDOQ G RBIUBWILNVNYH LPSDFWV 7TRXVYQYIRRIHPURXY XIFHALRIQVY ORFDO FRPPX
IRU $OIHQ!'V FXUUHQW SHUIRUPDQFBOR/@R VOS\GWIMHD BMODWDVW RQ D EL D@OXHW EDOLW\ 7TRHWHYLHZHG YDULRXWYXRRXBKWY GLUHFW GLDORJXH TXHVWL

GLVFORVXUHV DQG DV D SUR[\ IRUHERWXW H P SRKDVD ®WU PDQDJHPHQW WDI@(H@MQWMM%RR@*URQUPHG PDWHULDCAYWWERIHVVPHQW E\
SDUDPHWHUV Rl WKH VXVWDLQDELOLWXGLNGORMPHYWMUHRRDQYV LQWR DFFR 7Kg N
Q © wy LQ QY6 AH IR PWINGREDFN WR 6WHS $VVHVVPHQW DQG GHWHUPLQDYV

LOYHVWRU!VY SHUVSHFWLYH GHFLVLRQOV R RXU EXVLOHVY PRGHO VvV W WH.J
Q QV RQ Q PRGNV WBWIE Y boHQFLHY FRQVXOWDQEY P QG OFWHG WR VX VAW HQDELO LW\ P L

2XU VXSHPOHHDY LPSRUWDQW VWDNHKROWGHUW EHFDQ®R/ RDWHULDO FKDQJHV ZHUHIJEKBbBGRQAFKR RXSRUWYV FRQVROLGDWLRQ RI YLHZV IURP ERWK L
WKH\ SURYLGH KLJK TXDOLW\ UDZ PDVEXWVLDGWV\D§®BUDWHJI\ QRWLQJ WKDW WKI$ RHNYFRPBIURN RMKHXVWDLQDELOLW)\ HR[MSRIUQND\O RAWDNSHKK/ROUGBHUY  ZH GHWHUF
FRPSRQHQWY WKDW QHHG WR EH GHOUHNWHX MK RHIOQ) WIRQG VWUDWHJI\ YDOLGDSMIHRIQY HVDRISOM HUQ OFKWWRPHUV DRBWIHRIQDMUWRSHBYW ZLWK D PDSSLQJ RQ
FUHDWH WKH VROXWLRQV IRU RXU FX\P\WRMHUWD O)LWRFG DL Q ILQD%FLDO PDWHULDOLW\ 7KLV ZDV GR
VXVWDLQDELOLW\ SHUVSHFWLYH LPSURYHPHQWY DUH GULYHQ SSSJFR/J-F%/\YVVL\E)VSLS/SES%T'EJDUETE?\?V\ i?'g%gvﬁ%\gvﬁgmbﬁgéﬁyg %Sza(lll)_éﬂz VFRULQJ DQ
E\ WKH HQWLUH YDOXH FKDLQ ZKLFK LV \ H v L E\ WRS PDQDJ
GHSHQGHQW RQ LWV VXSSOLHUV ,Q D@Hﬁﬁﬁ—\&ésé/%\!\w&hQDELOLW\DPQDV\kW"bNWHVVPHQW ZDV PDGH EQRFWEYY PDOQDJIHUV RI WKH VXEMHFEW
GHSHQGHQW RQ VLJQDOV IURP FXVWRPHUV %%% HQG$>8/IHHI6V IXQFWLRQDO WHDP ,1 GHHPHG DSSOLEZRBGHD W W RBFXWPYH &RPPLWWHH ¢

,Q SHUIRUPHG D GRGIHHG RQ WKH ORQJ OLVW RI SRWHQWIRRFQQV WO Wk R\ WHU ¥
GRZQVWUHDP U HUH GLVF
Q PDWHULDOLW\ DVVHVVPHQW LQ OLQH BEWKPYWKH LHE QEWKOH W HRSA QI RI LW\ PSHPNIRPELCHWbUG DOG YDOLGDWHG

IRFDO FRPPXQLWLHYV DQBHEDRDGHU VRHIHKWUHPHQWY IRUPXODWHG LQ WKH Z6 9ok Wl WRH QWO XIP @REDLQ 5DWLRQD SWLRY L
LPSRUWDQW VWDNHKROGHU EHFDXVH PYOHVM WKH PDWHULDO LPSDFWV ULERW K REFRXSROW HOQAVEHHFOXGLQJ WR%L}i{ﬁ;zwlﬁ)?é/psnwp%%@%%&gﬁb%GEHHV::RU;S(\;VILE
HPSOR\HHV FRPH IURP WKH ORFDO FRPFXBNVW\ BQELURQPHQWDO VRFLDO DEXQHHHUQDQFH PHWULFV RI PDWHULDOLW\ DVVHVVPHOQ\
VXUURXQGLQJV DQG FRPPXQLW\ LQYRRDWHWHOW KKHDOG\VLXWOXGHYV WKH FRQVLGHUDWLRQ RI UHODWHG
WR PDLQWDLQ D JRRG FRQQHFWLRQ ZBEWKDIQYPRKYWILRQLVWHG LQ $SSHQGL[E& H®56 . GHQRWLILFDWLRQ RI WKH DFWXR{H P QG SRMMMSWLRS LQwRI VWUDWHJ\
SDUWQHUV VFKRROV DQG UHVXOWYV IS® HIRIPRNGIIWKH DVVHVVPHQW IURP WERSPHIOW DIALNNV DQG RSSRUWXQLWLHYHUHQGREHE WIRWULFY DQG RSHUDWLRQ
VDWLVIDFWLRQ SHUVSHFWLYHV LPSDFW PDWHULDYXWWR KO WEERH VARRPWOMWKE ZLWK LOWHBRDPDU\ DOG DSSURSULDWH IRU DOC
VXVWDLQDELOLW\ PDWWHUV WKDW UH®OOBWMH MW BDMRBIEB gAIFHUWYV WR DVVHYYHWR PRHWY edWWHOYVY WKDW DUH DVVH\
$Q RYHUYLHZ RI WKH SXUSRVH H[SHFWPWXRQ R UPEMEREWLDO LPSDFWV RQ LPBDFHH RESRKMWXQLWLHYV DQG ULVNY RO HR WRHERY B MK $0IHQIV KLIKFH
DQG KLJKOLJKWV RI RXU LQWHUDFWLRQW RYKRYPHEN SBYWY \HOUQDQFLDO P DWIMLIKOMMMVR MKIDW UHQW GHSDUWPHQWY MO WHP¥KDQJIH PLWLIJDWLRQ 6XEVH
ZLWK NH\ VWDNHKROGHUV FDQ EH IRXQ®&cWfH WKy SR VBXYWDLQDELOLW\ LVEXWUW DDUQPEL QLN )LQDQFH +5 6WUDWIHYS pIMRF WKHPHRYR UWLQJ DFFRUGLQJ
WDEOH 7KHVH VWDNHKROGHU YLHZV ®BKEBR RAOWYRWYBMIHE SO QFLDO SHUIRUPDXFHUHIDONKHVRUIDQLVHG ZRUNVKRSWRP g QWWARY R VXY HVIRH TXLUHPHQWYV DC
GHFLVLRQ PDNLQJ SURFHVV ,Q DGGLWNRQVRYHEPWW RH BROUVLUH YDOXH FKIHY IBQWENAMIROWRHZ RQ LPSDFW  ULANVR A @@ RE SA YWKXRXW PV HULDO PDW

GRXEOH PDWHULDOLW\ DVVHVVPHQW N#@\HLFQ\HUHWMW@NHKROGHU IRU $0OIHQ WKH GHGLFDWHG VHFWLRQV RI WKLV 6X
JURXSY ZHUH FRQVXOWHG RQ VXVWDLQDELOLW\ UHODWHG PH DQG WKH LI

LPSDFWVY ULVNV DQG RSSRUWXQLWLHN SHAUHRUPWHIGUD VOB E\ VWHS SURFHWHWRRR DG BUN G WKH LPSDFW FKDUDFWHGWAFIEQVR 17 B By W R
DV VYR HOW SURF LYY OEEVKRURXIK XQGHUVWDQGLQJ RI ERWK FOXUS ROWAUGOBRYH D SRVLWLYH QHJD@LKV Hx"\\l,'ﬁé‘%/vﬂﬁW“EQQP%%XDWFQ’VYLHRERSP%E
RSHUDWLROV DQG RXU EURDGHU LPSDEWLVQLWRREWWD® R \8RWHQWLDO D JHE VE XY %bW&%ULLQ#é;KH A
‘H H[SHULHQFHG GLIIHUHQFHV LQ PDWX¥M)RPHHW DERJIXODUO\ FURVY BKEFNAXHRWO! LGHQWLILHG LPSDFWY &Hp!h%é’%% E & s
VWDNHKROGHUV RQ &65" UHJXODWLRQYyRQE SRPVEWLRE KRZ WR VWUXFW XU Y RWKHWL 84 R FRIW @ DMK LYl LPSDFwV wREV HEWH Cols ‘o
VXVWDLQDELOLW\ PDWWHUV 6RPH LQWHIUPFOH-® Q% DHRYRGW $ GHWDLOHGDYNYNYPSW@MRBRNRROH VFRSH LUUHPKGSDEBR WA ®IZR00 UHYLHZ RXU
VXVWDLQDELOLW\ DUH WKHUHIRUH SDYWRR 4 PVERRISGHY EHORZ OLNHOLKRRG UHVXOWLQJ LQ D QHJD VWARYE BRVEHYW-PRILYE L NARBWA HVVPHQW D
HQJDJHPHQW HJ FXVWRPHUV H[SUHVV WKHLU QHHGV R JRU SRVLWLYH LPSDFWV WKH VHYHULWYNZRY WHGHHCAXHORSPHOWY DOG SR
ZKLFK VRPH KDYH D VXVWDLQDELOLW\ODW®HLDOLW\ DVVHVVPHQW SURFMOH/ VFRSH DQG OLNHOLKRRG ZKLRKyHNM¥XRWEHGULRPBDFW 7KH ([HEXWLYH

- SRVLWLYH LPSDFW PDWHULDOLW\ VFR{K H, P RIARNOFME R0 BRZLWK WKH VX ¢
ot LRYRYIROV RO HESORINTV ZHetDE VKB G WLoH ERL oW 21 FRQVLGHUNGVRQ QP66 2DV PDGH ZKHWKHU D P@WWL%BEQ@LW\ GHgDUWPHQW WR WU
A

HQJDJHPHQWY RQ VXVWDLQDELOLW Z\RU/ WO BIHHE VA N H WHUV WR VXE VXEDW RSILFiYvODH U ONLR IRKESRUW X QL W\

HQJIJDJHPHQW ZH DLP WR LQFUHDVH Withh WKYWHGRWEBIYVYHVVPHOW H GHHPRGK MW IKH]RDOGRMKRUWRRG DQG vaPQH KajLQQéJqu)L B%%%ﬁmlﬁlﬁﬁim‘&%w%ﬂ‘
VSHFLILF LQYROYHPHQW RI FXVWRPHUMWMSSEBEIVYL R P BAMRWRBY RI (656 WRQFRYHWNRY PO RSSRUWXQ LW\ PDWHUWRORWY W FRB B LK SW MO OHSG TXDQw LW
FRPPXQLWLHV DQG EURDGHU VRFLHWWLQ BEPODEYEPWY QHBDWHG LPSDFWVAHWAWL R GRROSE R WW KN PLYWHIVFY DQG VFRULQJ SURFHGXUHV FDQ

DVVHVVPHQW GDWD PDWXULW\ DQG VXWWYRHAPFOOR HQWLW\ VSHFLILF WRSEH VRAMGIH IGWHRE QH[W VHFWLRQ PHWULFV RI PDWHULDOLW\
GHYHORSPHQW RI QHZ SURGXFWYV DQGYHBYHFYNWH WKDW QR VHFWRU VSHRVVRHGEVEORYXUHV |[Ru

‘H KDYH SURFHVVHV LQ SODFH WR LQIRUP RRUVIITMEYLFRYH ERHQ GHILQHG AHW QFRUSRUDWLRQ RI VWDNHKROGHUV SHUVSHFWLYH
&RPPLWWHH DQG 6XSHUYLVRU\ %RDUG @WK W ’

H M BN M 8 8 B UL RYPHRQW H[W VSRNH ZLWK VHOHFW NH\ VWDNHKROGHUV WR LQFRUSRUDWH
LQWHUHVWYV RI RXU DITHFWHG VWDNHBGRQKHYYVREY PPIRWR SURYLGH WKH QHWEHWY DUS HFRQIMH ML RIQVDP® PRVW UHOHYDQW PDWHULDO WRSLFV

LQWHUDFWLRQV WDNH SODFH LQ WKH g g HE \RUS 8 PLoAMPMIRID (656 WRSLFV DQG YIB MEGRDSAEVRXU LOLWLDO DVVHVVPHQW :H DEVRUEHG WKH
6SHFLILFDOO\ LQIRUPDWLRQ LV VKDUHSFEXEEQI BRERPEOHKHQVLYH GH”—QLLVSNRQKFW\/DQ,Q?P YDULRQXV VWDNHKROGHUVQLQWHUQDOO\ H J
XSGDWHV EHWZHHQ WKH ([HFXWLYH &BREWBVHHERQEWDWWHUV DQG DVVREURWHR XGPPSOBY RH[WHUQDOO\ HJ LQYHVWRUYV
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OHWULFV RI PDWHULDOLW\ DVVHNVUPHOQPWG D WKUHVKROG RI RXW RI D PD[LPXP VFRUH
RI' IRU QHJDWLYH LPSDFWV DQG D WKUHVKROG RI RXW RI

, QWHUSUHWDWLRQ RI VXVWDLQDELOLW)\RAPWWRVVNWV¥RUIPEDPWG+HQFH ZH KDYH FRUUHFWHG IRU
UDWLRQDOH ZHUH UHJXODUO\ GLVFXVWIK& BEWK@PFRARIH.WHPPHGLDELOLW\ ZLWK SRVLWLYH LPSDFWV
DQG LQGLYLGXDO VXEMHFW PDWWHU H[SHUWYV LQ GLIIHUHQW

SKDVHV Rl WKH SURFHVV DFURVV D VHURRRRUDOPRPRWHY b? QLAY

HQVXUH DQ XQELDVHG DG FRQVLVWHQW Uy Rox I SRWHQWLDO 11GDaFLDO HIIHFWY
ZLWK D’ H WHU DO HISHUW WR HOV X lVFR b RWHQWLDO RSSRUWXQLW\ RU ULVN RQ D
SURFHVQV IF[QU DOQO PDV\[/WHUV W?(H I )I(E wg DOH LV EDVHG RQ D SHUFHQWDJH RI
, Q ]1| é ZKLFK ZRXOG FRQVHTXHQWO\ DOVR

VFRULQJ PHFKDQLVPVY FDWHJRULHV X . \4
DUH VKRZ L GHWDLO F 0, X HQWO\ DQ DVVHVVPHQW ZDV

QLQ PDGH RQ WKH OLNHOLKRRG RI WKH LPSDFW WR RFFXU UDQJLQJ
' PSDFW PDWHULDOLW\ IURP XQOLNHO\ WR DFWXDO 7KH

RSSRUWXQLW\ RU ULVN VFRUH ZDV FDOFXODWHG E\

‘H DVVHVVHG WKH VHYHULW\ RI WKH L&HERWILS OHIGQB DWWHWAREH RI VL]H E\ WKH OLNHOLKRRG
VFRULQJ WKH HOHPHQWYV RI VFDOH VFRSH DQG

LUUHPHGLDELOLW\ ,UUHPHGLDELOLW$%@VHRQDS SEOHHiEksHe WKUHVKROG RI RXW RI D PD[LPXP
UHOHYDQW IRU QHJDWLYH LPSDFW 7KHRYMHAHPHBWVLARAPLRIHFLDO PDWHULDOLWY :H GHHPHG D
VFRUHG IURP WR 6XEVHTXHQWO\ DRDMMWIHY \PEWHYW ZBHQ ZKHQ HLWKHU WKH RSSRUWXQLW\ RU ULVN
PDGH RQ WKH OLNHOLKRRG Rl WKH LPSDRYUHWRREEXBU DERYH WKH WKUHVKROG

UDQJLQJ IURP XQOLNHO\ WR DFWXDO 7KH

LPSDFW VFRUH ZDV FDOFXODWHG E\ VXPPLQJ WRJHWKHU

VFRSH VFDOH LUUHPHGLDELOLW\ DQG WKHQ PXOWLSO\LQJ

WKDW VFRUH ZLWK WKH OLNHOLKRRG
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2YHUYLHZ Rl PDWHULDO WRSLFY GLDORJXH ZLWK VHQLRU OHDGHUVKI[BYMH@GRW B SEOFVH [BHHVUWWR/RGHO RSHUDW HY RQ WHKOIVWED\WVHVVW IPDWH WKDW WKHUH
KHOSHG GHYHORS D YLHZ RI WKH PDWWK HDHDQPNWWHUNQ$VWLARM ZH KDYH DREXL. PWWIKUUBOLDGMAVFWROQW ZLWKLQ

:KLOH DLPLQJ WR LQFOXGH WRSLFV ZKHWHBKEA RVFDFAWWVLYUH DSSOLFDEOH RRUWHEHV VYRRV W RRHEHOU W GEBUWENV UWDRV R X\WZHWRUWLQJ SHULRG WR WKH FDUU\LQJ

PDWHULDO ZH DOVR UHFRJQLVH WKDWW®RR DRV VORFMIFRYQ EHWZHHQ F XU U HRED/S DFRIGVD @/\R LFGSDWWE RXU PDWHULDDQG ®DPW VO UWYNV UHBRUWHG LQ WKH |

ZRXOG UHVXOW LQ D ORVV RI IRFXV SRWHFQWLRQ R\| RIXWFMOI WA ULDO WRSLFWRISISRRIDFX\QLWLIHWYV DQG VWDWHPHQWY GXH WR WKH FXUUHQW IL

WKH VWUDWHJI\ H[HFXWLRQ RSSRUWXQLWLHV RQ RXU EXVLQHVV PRGHO YDOXH FKDLQ PDWHULDO WRSLFV! ULVNV DQG RSSRUYV
VWUDWHJI\ DQG GHFLVLRQ PDNLQJ
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6XVWDLQDELOLW)\ *RYHUQD{%R)HS FRPSRVHG RI OHDGHUV DQG VXEMWRWDROVDVEHW LW\ UHODWHG SHURRURUDIPRISAHQFRQQHFWHG ZLWK RXU

HISHUWV IURP DFURVV WKH FRPSDQ\ I:%FFQ—F WAYYH VEKHPHYV DQ\ DFWXDO RU SRWHQWLDO ULVNV DQ¢

%RDUG DQG PDQDJHPHQW!V URGHSHBWPHQWY VXFK DV 6WUDWHJ\ 5" BURFXUHPHQW DULVH IURP VXVWDLQDELOLW\ PDWWHU

: U L Q DQG )LQIDQAB KHV KIHDELVKRQW DQG ORQJ WHUPI RMYWW BHQARPLSOWA RXU HQWLUH YDO X

UHVSRQVLELOLWLHV ZLWK UHJD\?&RES\R’%J&F%/YV@@&‘\%?%BQEW \", QL W UMW DYWHHYGDSHHUPRGHHD DIFMKL Q F H QWL Y HV SIRRIFIAW YV ([@IFRUPLMY RXU DVVHVVPHQW RI

2XU 6XSHUYLVRU\ %RDUG SURYLGHV RWKBUIHRAWRGH &RPPLWWHH GXULQJ PRRPWKWWRHHMHRENUV VLQFH DV ZHPEROWHYH MM W QG RSSRUWXQLWLHV F

VXVWDLODELOLW\ SHUIRUPDOFH DOG \e LOF FRUH WR RXU EXVLOHVV 7KH +5 &RPPPWW/WHUM W&G PD\ WULJIJHU FKDQJHV L

FRQVLGHQUDWLRQ RI VXVWDL?QDELO?_W\%W\;Q? HHGELL%@E@\*%J'L\N@H GXVWDLQ%?%QBWEWD%’W&U&\&HWHUPLQHV W KPR G @ PHRQ\G. WAWU LRWHW\K HRU WKH ODW W

DQG RSSRUWXQLWLHYV LQ PDMRU WUD%§DFWLR V DOG ULVN ([HFXWLYH &RPPLWWHH )RU WKH RRRWHAY MMHW\ VFRSH DQG OLNHOLKRRG
PDQDJHPHQW :H VHW XS VSHFLILF FRERPLW HEWLEQJ WKH 6XVWDLQDELOLYKFRBORIVYPAK WXK®WWWH VXVWDLQDELOLW\ PDWWHU UHODWHG DUH

LQYROYH D VXEVHW RI WKH 6XSHUYLVRUVSRBYEVIRY K PR RVYV WKH RUJDQIEVWOMIGRRQ IRRWSULQW UHGXFWLRQ DV)GHDPMHILQ'RUPDWRLXRWQ LRQUVL%HD\?\,)L(S G\l
WZR LQYROYH UHVSRQVLELOLWLHV UHODWBGHZR QWb GEHEGDQUWIHQFH RQDWXNAPOHQBEZELWK UHIOHFWYV $O1HQIVIGYLGRIMTMBH RAW EQ UHOBHLRQ
7KH $XGLW &RPPLWWHH PHHWYV RQ D PRURDWHMIKOWHU EDVLYV SHUIRUPDQFH RYHU WKH SDVW \HDU G K Q Q

L DAL W\ DVVHVVPHQW SURFHVV |

DQG LV XSGDWHG RQ SURJUHVV ZLWK PYHJ X R KH &65" LPSOHPHQ
Q Q UHIOWGWIWMRQJ DQG PRQLWRULQJ LPSHERR QJVE'VNQVRI%QN&’ \H%LB%&&)%I’%P\%?PQUPHQW!V UF
U

=

I

o

VXVWDLQDELOLW\ ZKLOH WKH +5 &RPPLVRWHE K UGHVOR WAHUHRT vXvwDLODELO P\ F MK R 8 KH vxvwDLQDELOL WY HPRUWV*Z
Ky
v

v K UHJDUG WR \
WKH VXVWDLQDELOLW\ UHODWHG VKR WOQSE’V\F&FEJ‘E$W§W|EJUHVV RO DFWLRQ‘Q’?@Q\HD; |Q\pvéjglz\,{ﬁ—i\ﬁ(()glgWWV\}/<|;|_|U\HLB/UEDLVQHFGO%( [B%%%}ék'ékq%%)’éLDDORJXH Doe ZRUNHU.
LOQFHOWLYHV IRU WKH ([HFXWLYH &RPPLVSHH 3)¥ WY pBY WK o vxvwbLQDE}oL ERSHRS KO8 @\FW?
6XSHUYLVRU\ %RDUG UHFHLYHG D ZDONWKURXJK RL RX UXFWXUH GDWD FROOHN

UPD WY GREREWERQV LGHQWIL
% QJW EIYPH LPSDFWV VHH WK

=

=<’

§;
HQWLUH 08 SURFHVV DQG VXEVHTXHOGER WHYERYYEVWDLQDELOLW UHSRIDHNQ DOBTWKUHEXQWVR UV RSLQLRQ Sk R
g HQGRUVH% LWV RXWERPH <RLOJ IR UG S UEMH TXHQW SURSDUDWLRQ RIGFHERWINIHA DUH HTXDO IRU DGO ([H SN Y ARP B LR WERQ SODQ SBUDY
6XSHUYLVRU\ %RDUG ZLOO UHYLHZ WDUJHWPEDQIGGLDORIXH ZLWK NH\ VWD NHKREIGBHUNQG WRIHWKHU PDNH XS RYFWRR WRW B b
SHUIRUPDQFH UHODWHG WR RXU LPSDFW LRFONK®RQEI WKH ZRUNV FRXQFLO BRRBUVQWHUPDMAFFIQWLYHV SHU LQGLY o D
RSSRUWXQQLWLHV DQQXDOO\ WKHLU SEUVSHFWLYH LQ RXU '0% FRQVLGHUDWLRQV DUH FXUUHQWO\ Qéﬁq@FWmeﬁngFg&o&Kﬁa& LQWHUQ[

UHPXQHUDWLRQ RI 6XSHUYLVRU\ %RD RS Pip YK MWDLQDELOLWY UHSRUW!

2XU ([HFXWLYH &RPPLWWHH LV UHVSRQWK KLRURXBHBSRORKFH VWUXFWXUH LQ SODFH WKH ([HFXWLYH
RXU VXVWDLQDELOLW\ VWUDWHJ\ LQWRERZWHHI FIQ 7@ MKHE®IHO LR W H U Q DIR U XW KD LoD IXRAGHU UHYLHZ WKH ORQKHVHUY PXYRQ HLOBRFLWWHH LV LQIRUPH
FRPSDQ\ VWUDWHJ\ DV ZHOO DV PRQLIHIRMUWL WO EKLFK FDQ EH FRPSOHPHQWRHG GW HYWM UKV DUH VXVWDLQDELBXWW P bAIWEH @ LWMOBIWHEHMYHRQ D PRQW
UHYLHZLQJ RXKLSURQBR®GHVHULQJ H[SHUWLVH LI QHFHVVDU\ $GGLWLRQEOVHGRQUBRW S UELRWKUHGXFWLRQ LQOXH OB WLRROUWBRDUG LV LQIRUPHG DW C
LPSNFWLVNV DQG RSSRUWXQLWLHYV RW KX \VOHFOOWLEYLHD BRPPLWWHH DQG 6X S WY HIWRIW PERWD UZKLFK LV VLPLODU WR WRWLVKRYW WHYWDLQDELOLWY UHSRUWL
PDWWHUV LQ PDMRU WUDQVDFWLRQV BHFAHYS ® WY &6BNVXVWDLQDELOLW\ WUQEHQ®J YHRPXWQPHDVXUHG RYHU D FHDVUHYLDORBLBYEDWHPHQW GXH WR KX
PDQDJHPHOMQ WKH LPSRUWDQFH RI VNWBUQDOLYEMWRLDOLVW WR HQVXUH WXHHSROXBWLREXKRIVKHDOWK DQG VDIHWFRB /U COWPKRU TUDXG ,Q UHVS
DQG LWV FRPSDQ\ ZLGH FKDUDFWHU R} GHSG LW RNKHUORIWR: WKHLU UROHYV DU R KQHEF WXVWIOH Y/IREFLOIOWS HUIRUPDQF HI®ON R KRBV U BHSOHHRQRWHG VHYHUDO LQ\
UHVSRQVLEOH ZLWKLQ WKH ([HFXWLYHRRPPQWQFHH (DFK PHPEHU LV UHVSRGQWUELRIS IRYHVERRAWWHU LV EDVHG RQ TKRUKWB WKHWHE B O XDHOIRQEP QW LQIRUPL
$GGLWLRQDOO\ UHVSRQVLELOLW\ IRUSWHKWREND A BXWOBSEHENMO EW DWW HQ GLYQYIWHUA BYBRPBOHPHQWHG E\ TXDQW I IBFHEWURPWHOGUHSWRYNERHOHG LQ RXU VX
3URJUDP DQG LWV 6XVWDLQDELOLW)\ ,BHAWD@LW PR 6 WAKDWHQJ FRXUVHV : KHDHON K YoH & R/IDV HWMWPRQDIHPHQW 7 KHVEORIGIP WRW W
DPRQJ ([HFXWLYH &RPPLWWHH PHPEHUWRYOEHY WK ® BRI RSULDWH VNLOOV LDFE @Y\SHWHW LVWHDHHXDO IRU DOO ([HF ‘%,lHY P N DS (QROFEH OV MAX L Q | R U
WKHLU VSHFLILF DUHDV Rl UHVSRQVLEYPLWPDHRO §RVRY RGLIRAH HOPSDFWYV U PHNPEHDNYCODRSSW B WHWK MW D NH X S LvRER MPPURP YDULRXY GHSDUW
([HFXWLYH &RPPLWWHH PHPEHU LV UHWYKRQUGEQHVRYWPKIQDELOLW\ PDWWHVYKRYXU WIBDQD JHQFHQ@W LY HV RUJDQLVDWLRQ PDLQO\ E\ )LQDQFH 6X

UHVSHFWLYH VXVWDLQDELOLW\ WDUJHEWQ LGLYFNH GV W\ @Y DEOH WR IXOILO, HER URCHY RS PHWULEY EHDU UBY H B MOIEDO WR RWURO SURFHVVHV DL
6XVWDLQDELOLW\ 3URJUDP DQG DUH DHFRIRQWBEOALWUHYV DV GHVFULEHG DS% MuLDO VXVWI;%?LQDELOLW\ WRSLFVHF@E)PWW@I@EKBQUI-DLQDQFH GHSDUWPHQ

\?viﬁngbv%Ju\LNDKgLVV\T\Vg\?\ed\H/yS/H(%)\jvugvuK; \ﬁv%w ) 5& oK FRBSRVLWLRQ DRLMMODWIRQ DQG KHDOWK VDIHW\ R % @WF GZBVVHVVPH(
(IHEXWLYH &RPPLWWHH UHYLHZV WKH EF VNLOOV RI WKH (PHEXWOLY!HH @RWPIHWVERVHG RQ WKH GH;/ L&%l 0% SURFHVV DFF
'0$ DQG WKH DVVRFLDWHG LPSDFWV b WRAPYS UHIHU WR WHKRAEQRIR PR KIS BXYWRLQDELOLW) 6WDV "IPWH WKH LGHQW
RI RXQU PDWHULDO WRSLFV DQG ZLOO E EF§V [SVVE@%%K GIPEHUV RI W5K&HRAAEWWIENHRI WKH 6XSHUYLVRU\ % leg_ WPHQ SURFHVV
DQQXDO EDVLV & LWWH QG P UV RI WKH 6XSHIUWYRVRDQRHR EHQFKPDUNV LQ OLQH Zéy ?J_% VHEWL RI WKLV D
&XUUHQWO\ ZH GR QRW KDYH GLUHFWWMNSUHVHOWOBWIHRIQQARWLRQV LQ DFFR & K
7KH ([HFXWLYH &RPPLWWHH LV VXSSRUWNHGRENWWVKRBRQG RWKHU ZRUNHUV LQ RXU PDQDJHPHQW $OLJQPHQW ZLWK ILQRQHFQBROUWHHSRUWL (
6XVWDLQDELOLW\ GHSDUWPHQW ZKR PRBNVKMHIHE M ¥ URR\S ERGG H V EWDWHPHQW RI GXH GLOLIJHQFH-RQVLVWHQF\ DQG FRKHUHQFH RXU VX

H[HFXWH WKH VWUDWHJ\ DQG SODQV 7KH 6XVWDLQDELOLW\ Q Xlﬂlr) LQDQFLDO UHSRUMW
GHSDUWPHQW UHSRUWVY WR WKH &(2 DQG OHDGV RXU i%IJHR?_!gJVquVFYVF%L\/?/DVE/IEzOLLc\;NQQGV\)/(LH|\GLS?JIHJ\B R% %ng QYLURQPHQWDO G
6XVWDLQDELOLW\ 3URJUDP :KLOH OHG E\ WKH 6XVWDLQDELOLW\ DEFRXOW IRU KRZ ZH DGGUHVV WKH D iéF At Y (JngG PRQHWDU\
GHSDUWPHQW WKH HIIRUWV WR H[HFXWH RXU 6XVWDLQDELOLW\ SRVLWLYH DQG RU QHJDWLYH LPSDFW ¢ %g U % VRXUFH DV R»
,QLWLDWLYHV DUH XQGHUWDNHQ E\ D PXOWL GLVFLSOLQDU\ UH3 L
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7KH PDMRULW\ Rl WKH VRFLDO GDWD LV EDVHG RQ WKH SD\UROO
VA\VWHPV ZKLFK DUH LGHQWLFDO WR WKH RQHV XVHG LQ WKH
ILQDQFLDO VWDWHPHQWYV

6\VWH&XUUHQWO\ RXU GDWD FROOHFWLRQ SURFHVVHV DUH
D PL[ RI GbwD PDQDJHPHQW SODWIRUPY HJ $OIHQ GDWD
PDQDJHPHQW V\VWHP DQG 6PDUW 7UDFNHUV DQG PDQXDO
SURFHVVHV HJ PHWHU UHDGLQJV :H KDYH

LPSOHPHQWHG VHYHUDO DXWRPDWLRQV ZLWKLQ RXU RZQ
GDWD PDQDJHPHQW V\VWHPV IRU &65" SXUSRVHV GXULQJ
WKH ODVW \HDU 1H[W \HDU $0OIHQ ZLOO LQYHVWLJDWH D
SODWIRUP WR IXUWKHU DXWRPDWH RXU GDWD FROOHFWLRQ
HVSHFLDOO\ WR FRSH ZLWK LQFUHDVLQJ SULPDU\ GDWD IURP
RXU YDOXH FKDLQ 7KLV VI\IVWHP VKRXOG VXSSRUW
PDQDJHPHQW RI RXU VXVWDLQDELOLW\ SHUIRUPDQFH LQ WKH
FRPLQJ \HDUV DQG ZH WKHUHIRUH UHFRJQLVH WKDW WKLV
ZLOO WDNH VRPH WLPH WR HPEHG

$V WKLV LV WKH ILUVW \HDU UHSRUWLQJ DFFRUGLQJ WR WKH
(656 LQFOXGLQJ D OLPLWHG DVVXUDQFH RI DQ LQGHSHQGHQW
DXGLWRU ZH KDYH VHW XS D PXOWLGLVFLSOLQDU\ WHDP WR
HQVXUH FRPSOLDQFH 7KH WHDP OHG E\ RXU 6WUDWHJ\
GLUHFWRU ZDV FRPSRVHG Rl OHDGHUV IURP )LQDQFH +5

DQG 6WUDWHJI\ ZLWK VXSSRUW RI VXEMHFW H[SHUWYV
WKURXJKRXW WKH RUJDQLVDWLRQ ,Q WKH FRPLQJ \HDU ZH
ZLOO HQVXUH WKLV NQRZOHGJH LV HPEHGGHG LQ WKH
6XVWDLQDELOLW\ GHSDUWPHQW DQG GHGLFDWHG WHDPV
ZLWKLQ +5 DQG )LQDQFH

‘H ZLOO VHW XS D SURJUHVV UHSRUW RQ DOO PDWHULDO
VXVWDLQDELOLW\ PDWWHUV ZKLFK ZLOO EH VKDUHG ZLWK WKH
([HFXWLYH &RPPLWWHH DV SDUW RI WKH PRQWKO\ XSGDWH

IURP WKH 6XVWDLQDELOLW\ GHSDUWPHQW :H ZLOO DOVR
FRQWLQXRXVO\ LPSURYH RXU VXVWDLQDELOLW\ GDWD DQG
WKHUHIRUH H[SDQGHG RXU 6XVWDLQDELOLW\ WHDP GXULQJ

WKH VHFRQG KDOI \HDU RI $GGLWLRQDOO\ $0OIHQ ZLOO
LQYHVWLIJDWH WKH SRVVLELOLWLHY WR IXUWKHU DXWRPDWH GDWD
JHQHUDWLRQ WR LQFUHDVH HIILFLHQF\ DQG UHGXFH ULVNV RI
HUURUV 1H[W ZH DLP WR LPSURYH RXU '0$ SURFHVV WR

IXUWKHU UHIOHFW VWDNHKROGHU LQWHUHVW DV ZHOO DV ULVN WR
RXU EXVLQHVV PRGHO DQG VWUDWHJI\ 7KH ODWWHU ZLOO EH
FRQVROLGDWHG ZLWK RXU DQQXDO ULVN PDQDJHPHQW

SURFHVYV

$O0IHQ $QQXDO 5HSRUW



(Q Y L U R Q P H QW D O $vV D FRPSDQ\ DW WKH IRUHIURQW RI VXVWDLQDEOH HQHUJ\

VROXWLRQV ZH DUH FRPPLWWHG WR DQG VXSSRUWLQJ
LQIRUPDWLRQ RWKHUV WR SXUVXLQJ WKHVH HIIRUWYV :H UHFRJQLVH WKH
FULWLFDO UROH WKH HOHFWULFLW\ JULG SOD\V HODEOLQJ WKLV
JUHHQ WUDQVLWLRQ WR D FDUERQ QHXWUDO HFRQRP\ 7KH
VKLIW WR UHQHZDEOH HQHUJ\ VRXUFHY WKH HOHFWULILFDWLRQ
, QWURGXFWLRQ RI WUDQVSRUWDWLRQ DQG WKH DGRSWLRQ RI HOHUJ\ VWRUDJH

W H \Y % V\X/(SSRUW GHFDUERQLVDWLRQ +RZHYHU
o poun ko e ur gy o RIS SR Vi w wrzoucy Uikl parswin
Q Q VXVWDLQDEOH WHFKQRORJLHV LV QRW HQRXJK
WUDQVLWLRQ WRZDUGV D FDUERQ QH H¥dG zH QHHG WR FRQVLGHU KRZ WKHVH

7KH LPSDFW RI FOLPDWH FKDQJH FDQ PORGMHTNERUYHOW RRXBHG SURGXFHG, GHOLYHUHG DQG
UHIXODU EDVLY DOG WKH VERSH DO GRSEOWHEL WY 6FRSHRWDO LQC?LUHFHNI’HRJ_R/R/LRQV W&RQVHTXHQWO\ ZH KDYH DOUHDG\ ZRU

RZQHG FRQWUROOHG RSHUDWLRQV D VRIRFILIDDMHG RLW R BIMVLYH LPSDFW UHD

\FHR[?UV:TXSSFF:CJ’GD;J;RLEQDFOUOH\D\[/)LQGJWKH% P’HE%Q'?/H %E&VWQ FOLPDWH FKDQJHSPOUF EDHIWKAV FEHHOHFWULFLW\ VWHDP KHDWVRRQFERGKGWLRAREH LQ 6FRSH

s XDS VOFRDS WHPSHUDWXL?HV FURs/ K ﬂJ\HWKH VFDOH RI RXULY+Y HPRYWIHGQERWK RQ WKH EDVLYV BRFREBADWRBOQNEDWVIEGVHG HPLVVLRQV Ul
QQ | V *+* IRRWSULQW K LIFFRPIGDQRQ ZDWWRUY WKDW UHIOHFRDWHG LML VAKHR QM GXFWLRQ VR IDU

K
LQGXVWULDO WKUHVKROG HQVKULQHG, rBP'Y 3URWRFRO VWDOQGWHGV L@ WRPWKKLYDWLRQDO HOHFWWWUBEW\WR DRKIMHYDQE RXU JOREDO 1

VX]éJ

$JUHHPHQW ,Q WKH 1HWKHUODQGV % VLFVHUQ% gﬁlﬁ

s *+* -

SIUHHI QU Qe e kLo —X%RW Q P VXUHV WKH WRWD®BDUYNHW LBE/D)'VIR@VXVLQIJ WKH HPLVVLR DI WRH ULFV WDUJHWYV DQC

HFWO\ DQG LQGLUHFWO\ EHOMCAWQLFKW\ FRQWUDFWV PRUH GHWDLOV RQ RXU 6%7L WDUJHWYV
\éVI—Tl_lfFRXéJKR\(/QVRUISEI\?UG Zg\YSV\L’\'fVHH fNHKVLWXHU* 'F—l\% ?A{v'y DY,3URWRFRO FDWHJIRULVHY *+* HPLVVLRQV GHFDUERQLVDWLRQ HIIRUWV ZLOO DOV
W SHV S SFRSHRWDO LQGLUHFMT HRLRN IRQV WgZsH HPLVVLROV
HPLVVLRQV KDYH QRW \HW SHDNHG D ATV *7 XSVWUHDP DQOG GRZQVWUHDP YDOXH FKDLQ 7KHVH
&2HT DERYH WKH UHFRUG OHYHOV Wk RRWGRNMED DQG L UHFWHRPLYRERAQ HEG&2HPLVVLRQV DULVH DV D UHVXOW R $O6HROX @ VDB QM K KWQH VDEWRMH QDHLR LQ ZKLF
VRXUFH &DUERQEULHI (QIRUFLQJ WKRIQIPWRY FHEHTFHIDOWLRQV LQFOXGLIQURPDWRMKIRFHBAHWKDW DUH QHLWKHU RDOHR® D WK IR QWERPWIHRBQ SDWK SUHVHQ
IURP WR SXUVXH HITRUWV WR OLP L3\ WEXFWAREDMFLOLWLHY DQG RIILFHE\ WIOHF FREBD QA J([DPISKOHY DUH HPLVVIRIGY | DRPWKH QHHG WR GHFDUERQLVH

WHPSHUDWXUH ULVH WR p& DQG ZH@GQ EHFOR ERIQY RERWHRQ RI IRVVLO IXHEPD QXKIBBWQUHEDWVHGEXUFKDVHG SURGXGRW Y HUQ GQHPQOVRRQNHWY ZKHUH ZH VH

WKRVH UHFRUGHG LQ SUH LQGXVWULDRHOLW HHQIGYUMKXNVIRBOBWY FRQVLGHUMHRP DAD VIWHWIWRFHVVRUV .
QHHGHG WKDQ HYHU EHIRUH HPLVVLRQV LYHQ WKH QDWXUH RI RXU SURGXFWYV
HQYLURQPHQWDO UHJXODWLRQ LV XQOlI

ODWHHQYODURQPHQWDO WRPDWHUDDQ®LVN WR $0IHQ +RZHYHU V

HQYLURQPHQWDO UHJXODWLRQV DULVH
UHODWHG ,52V SULFHV RU UHGXFH WKH DELOLW\ WR X\
%DVHG RQ RXU '0$ ZH KDYH LGHQWLILRINH@RLW\ PDWHULDOV VXFK DV FHPH
HQYLURQPHQW UHODWHG VXVWDLQD E RFUWS WREXIFANV z Uik P Vé'é\:fé{PHQWV RI Z1
( &OLPDWH &KDQJH FOLPDWH FKD&¥REEWWYD¥WMR DD HFHVVDU\

HQHUJ\ FRQVXPSWLRQ PLJ $OWKRXJK ZH KDYH QRW GHHPHG FOLPE

DGDSWDWLRQ D PDWHULDO WRSLF IRU ¢
&OLPDWH FKDQJH PLWLJDWLRQ GLVFORVXUH UHTXLUHPHQWY ZH KDYH F

$OIHQ!V RSHUDWLRQV KDYH D QHIJDWLWARHYERSLRY pXBHWHHY EHORZ

LPSDFW WKURXJK VFRSH DQG *+* V.L R

DVVRFLDWHG ZLWK RXU EXVLQHVV DFW@&L&A&RH§I¥&/VB<5§%&IRQUDQG PL[

RI FDSLWDO JRRGV $OIHQ XVHV D YDULHWORKBRHUYY j0LILEDQW DPRXQW RI
LQWHQVLYH PDWHULDOV DQG FRPSRQUEQWYxEQy | W g@gg DQOG RXU EXL

DQG VRXUFHV WKHVH JOREDOO\ )XUWJKUHARF MMB(%QMMVMRQ LV UHQHZD
IURP HOHFWULFDO HIILFLHQF\ ORVVH\(N%IEI;}QQgél-bVH-bMI%BéWﬁ%VHUJ\ FROVXPS

DUH RSHUDWLRQDO LQ WKH ILHOG QHJDWLYH HQYLURQPHQWDO LPSDFW

,Q D VFHQDULR ZKHUH WKH ZRUOG DFI§LIEXHEY QGHW AP BRI}V X PSWLRQ LV WKHL
$OIHQ PXVW DOVR EH RQ WKLV UHEXEMIRROEOWWLRQ OHYHU WR OLPLW R

HQYLURQPHQWDO LPSDFW )RU H[DPSOF
KHDGTXDUWHUYVY KDV DOUHDG\ LQFRUSR
VRODU SDQHOV UHGXFLQJ GHPDQG IUR

$O0IHQ $QQXDO 5HSRUW



,Q DGGLWLRQ WKH FKDUJH SRLQWOLRQVRXQJ VIORED ® HOSYPLQJ WR  p& WRSHRBXFHLR KUWVKZQY HRVVLO IXHO HQHUJ X RIQYKRSW ERQ/LOLHQFH $QDO\VL
IDFLOLWDWH WKH FOHDQ WUDQVSRUWORIYRXY HPXSWD R\UH\GBRMBUERQLVDWLRQ LOWKY WKWH B9H QUWWEBGDWLRQ DW RXU QHZ KHDGTXDUWHUV ZH

YLVLWRUV :H DOVR VHH LQYHVWPHQWAHOR®Z/RORQNHXRHURP KLIKHVW WR OR ZAHDWQVEIHFRPHVPRQE DHB| VXIILFLHQW EV\FXTRQERKWHGZ ® EXVLQHVV UHVLOLHQF
FRPELQHG ZLWK VXEVWDWLRQV DQG E®HRWWH.DLHG/ RQWRXW LQ WKH WUDQV L WIHRQ BMBMH HQHIUJIO SXBWKHWLRQ |R U ZKR® I’ XEX WIFQH WAL WIRH WX U@ KHU XQGHU V)
SURGXFWLRQ VLWH V DV D ZD\ WR VKREZBQWH. IRXMKMBBXHYHUV LQ $OPHUH $GGLWLRQDO LQYHVWPHQWVVHK\H RS IHF WMV UG YNV DQG RSSRUWXQL\
SURSRVLWLRQ WRZDUGV FXVWRPHUV DQGpls@@XYWHPWH \KRZLWRHOF\ L SURRFDWLRQ Vs WRyHHSODFH JDV KHDWLQRIXZLWE HB HAWIGIUH RMBW WG EHWZHHQ <

H[SDQG SURGXFWLRQ LQ WLPHV RI JULG RRQIMVWIRQ sxurkpvHG FRPSROHIWNY DOV GHFUHDVH RXU FRQV X MEWDLQRVG- W |- RO & LIXNYD Vv

7KH PDLQ ULVN ZH IDFH LV WKDW QHZ UHIKORMHRRU RZQ IRVVLO IXHO HQHUJS HRYVX SOWNRQIL QI M IADRWHRLQJI:H GHILQH SK\VLFDO ULVN DV WKH SRW!
LPSOHPHQWHG WKDW HLWKHU UHVWULFW\RYWUDENHN DY KHFRYW Ry w H FRQYHUVDWLRQV ZLWK RXU VXSSOLHUGDRRIBVYRF\GEXKHYEHWILRE RI EXVLQHVYV
XVLQJ QRQ UHQHZDEOH HQHUJ\ +RZHYHU H&N%é Q/lMI/D éKHg %5\59 HF\&JHDVH SDFNDJLQJ PB®HROW B \K B BUKRK W Q ZH DQDO\VHG
WR LQFUHDVH RXU UHQHZDEOH HQHUJ\ FFPQQ'\b)R?Y Lé)Lv oM DQRG GHFDUERRQA V&, VERWWH TXDoLW\ RI JRRG R IDIHBF KRPISROW YWIVSURGXFWLRQ ORFDYV
ZH GHHP WKLV ULVN DV UHODWLYHO\ QHPBLIRFPMQHUJI\ HIILFLHQF\ LQ SUR X PP® W HREK AFHKDYH WLIKWHQHG WIKHVKWNW ®RP @QRY DRG )LQODQG :H XVHG |
GLIILFXOW UHF\FODEOH SDFNDJLQJ PBEWRAUHYE QW VSIDHVERQRKQWUDWLRQ 3L
‘H ZLOO LGHQWLI\ DQG WDNH PHDVXU O YZKHRGOH HOIWILE SR OLF\ UHTXLUHPH @JLQJ IURP 5&3 XQWLO 5&3 DFI
6WUDWHJI\ JRQHBUDMBWIERQ wWR LPSURYH WKH HQHUJ\ HIILFLHQF\ RI\QRXU SL%RGK?(FWV mH ZLGH XQFHUWDLQW\ LQ FOLPDWH V
SODQV GXULQJ WKHLU XVH SKDVH :H H[SHFW HiIPSMR\GFEORILVWLFV DQG:8HFDUER QJRKINW B DY PRYMEH UDQJIH RI FOLPDWH
LPSURYHPHQWYV LQ RXU 6*6 EXVLQHVVZOPOHZRRNpPRWWOREHY WUDQVSRUW SDBPMAIIVE BRWVK KD O@PXYI WHPSHUDWXU
2XU VWUDWHJI\ DQG EXVLQHVV PRGHO ®WIH HRPB\D(W LEEHDIX 2DWKRQV 7LHU (ARG WVHRH WR DGRSW PRUH VXVWDLQDBAWMHRGLYRZZBWRUBRRUHVY VRLO GH.
WKH WUDQVLWLRQ WR D VXVWDLQDEOH HFRQRMPHNQGHVKKLHQF\ PHDVXUHV FRRWSULHLQW WUDQVSRUW PRGHV ([DPSOQV FREBA ULRFRHBWZDYH KHDY\ SUHI
OLPLWLQJ RI JOREDO ZDUPLQJ WR (& DLRS O H QAR Q VWK WAWVRHDGRSWLQJ QHz PFHWHRAD GNPHFWULILFDWLRQ LQFUHDYRG FUBOKED DGRSKBR®O0ZD\V EHHQ DV
3DULV $JUHHPHQW DQG WKH REMHFW LW H FRRIQIRFERHHMOW PIW UHGXFH UHVLVWB 6 FHOWEQAR MY H MUPIQVSRUW PRGBY ® G BSWRIARRLOIVIWDYWPFNENMYHQ P |

JHUR E\ :H KDYH YDOLGDWHG 6%7I0ORVE DQG ORQJ YV IOLJKW ,Q DGGLWLRQ LPSURYHG BS§[PRRL GHDBLPRHEGVMIRFNHDUY VSHFLILHG
WHUP WDUJHWYV DQG SDUWLFLSDWH ZLWK WKH 81 *OREDO FROQWURO ZLOO UHGXFH DG KRF RUGHYN[RYR®L ZIbQJI A @YW RXU REVHUYDWL
&RPSDFW SURJUDPPH WR GHPRQVWUDWHTRRYERQLVH SXUFKDVHG FRPSRQHQ@WY IDXAI®JRRGY.FDOO\ PRUH HQHUJ\ LQWHQVH

FRPPLWPHQW WR DOO VWDNHKROGHUVY 7R K& NXs VEK R MK BHGXFH RXU HQYLURQPHQWDO
FOLPDWH UHODWHG SROLF\ REMHFWLY S HR (YR P Ik RAH KPXUFKDVHY E\ DGRSWLQJ

VHW ZLOO EH PHW ZH KDYH GHYHORSWRE PoWWR M LPHYWVRRULDOV ZLWK D VPDOOHU HQYLURQPHQWDO
SODQ WKDW VHWV RXW RXU FOLPDWH IRKRRIH BW LY DWLRER, RQGEDUERQ LQV -~ " " == == =

DGDSWDWLRQ DFWLRQV FRQGXFWH G E %Y YV B VILPHGRER JUHHQ FF 7\SH 7LPH KRUL]Ré}Ié\Q\éUDVSSQIT_L\;V\%XVLQHVV LPSDQF'?/\{?L ;(SFW(BEQ/LJDWLRQ UHVSRQVE
DQDOIVLY WR IXUWKHU XQGHUVWDQG WK ILEFOREW\UDYH NB PRI EDWWHU LY
RSSRUWXQLWLHV DV LGHQWLILHG LQ 'EéW GXRHE 3UREYFWR/LIH &\FOH $VV ,Q WKH PDWXULQJ HQHUJ\
D SODFH DQ HQYLURQPHQWDO PDQDJHAHRM MWW ZR IWR JLYH LOQVLIKW LQW WUDQVLWLRQ PDUNHWV VXFK % DLO GLYHUVLILH
PDQDJH WKHVH LPSDFWV ULVNV DQGRKIPIWKRE VRISERUWXQLWLHYV IRU Ut b &KPRIHY LEBROLFI HTXLSPHQW, ?:l Ew SRUWIROLR O
UHODWHG WR FOLPDWH FKDQJH PLWLIDWRQODIQAGF RGOS YWIPWH BRPDQGDWR U 7UDQVLWL%<§(§J%IRQJ an'-| RWHG WRVRQEDH\ SROLF\ F AT
‘H EHOLHYH WKH XUJHQF\ RI FOLPDWHyPKRQUH OV DOG FLUFXODULW\ GXULC UDQVLWDRQJQLILFDQW LPS Ky L\EUH JHULoLH oW
QHFHVVLWDWHV D FRPELQHG VWUDW HJ ) RR:XG W¥ QF Y XBIH DV LOFOXGH VX' GHPDQG SRVLWLYHO\ DQG
GHYHORSHG D VWUDWHJ\ JRYHUQDQF{,BREWR RWLROL WRAPRKO GXULOJI WKH QHJDWLYHO\
WKDW FROOHFWLYHO\ DGGUHVV ERWKRPWHHWRQ WRS-A zHOO DV FDSLW oo,
SURGXFWLRQ 7KH WLPHOLQH IRU ZK|
7TUDQVLWLRQ SODQ ZLOO EH DGRSWHG LV VXEMHFW WR F 3RWHQWLDOO\ VL. HHY[SS\‘/%UHH\‘/"{S
2XU WUDQVLWLRQ SODQ DSSURYHG E{RX ?WB%WES%XLUHPHQWV WHFKQ RXU SURGXFWLRO. yHEw L1 WKLV WUHQG
&RPPLWWHH H[SODLQV KRZ RXU SOD VKR A QRWH WKDW DV D S PSDFW RILSOPHUH WKH 1H o510 sy pQe JRYHUC
[ Q BEy WHG 7L\ 3K\WLFDO /RQJ WHUPFKURQLF I KLJK HPLVVLRQ \
GHFDUERQLVDWLRQ OHYHUV ZLOO EH XV WLlﬁﬁb\(/ W%PH\MR@%@RFNHG % KD]DUG' DGGLWLRODO Fc SUYRGXF DFWLRQV W
6%7L WDUJHWV ZLOO EH PHW 7KH wul QLWLQ%}O v i 'b'vlr\z/\lﬁJR o oy DGDSWDWLRQ PHL SURFH' PLWLIDWH FF
LPSOHPHQWHG E\ RXU 6XVWDLQDELOLW EHSD H pid s/ LRQ E\ WKH JRYHUC ULVN SHOF
PXOWL GLVFLSOLQDU\ JURXS GHSHQG 3V R HWIH P QB WKH HPLVVLRQV QHFHVVDU\ S
\HDU WLPH
BB PO T HY D R RMBW e¥ RQ ZKRVH
OHYHU 7KHVH OHYHUV DUH RXU FOLP éi ; [ 'v\i{ VIS
DQG DGDSWDWLRQ DFWLRQV DQG cHW Wk S0 BE \ %\P LSl;II-_II;,\\//L g/l:JHL;\s/otH%VyliE%Rﬁt]ng LQ WKH *HQHUDO 6WDWHPHQW IRU GHILQLWLRQV
WDNHQ DQG SODQQHG WR DFKLHYH F HWHURHAPERESROLF

REMHFWLYHY DQG WDUJHWYV 7KH\ WDNH RXU ZKROH YDOXH
FKDLQ DQG bDOO JHRJUDSKLHYVY LQWR FRQVLGHUDWLRQ :H KDYH
FRQVLGHUHG D FOLPDWH VFHQDULR FRPSDWLEOH ZLWK

$OIHQ $QQXDO 5HSRUW



‘H IRXQG WKDW RXU )LQQLVK ORFDWLRQY IGBRREMWHOQMHD OHBEBD QDJHPHQW 2RWDIFA LV WR EH IXOO\ VHOI VXIILFLERAW|UQH@HFWUKB-WIH DGDSWDW

IODJ! SK\VLFDO FOLPDWH ULVNV ZKLGH\WHNH HPWFKWP RFDWLRQV WKURXJK RXU RZQ 39 LQVWDOODWLRQ P W z
IDFH D KLJK ULVN ORQJ WHUP LQ KLJK HPLVVLRQ\F/Q<VFHQDULRV RXU HQHUJ\ VWRUDJH V\VWHP V '}BV@TJE[IJWLH@ ﬁHN\R—'—MRQ
UHODWHG WR FRDVWDO IORRGLQJ :H EBIGIH ¥ B QOKEHY WMAN ALYWHULDO LPSDFEWV_ ULVNV DQG WDUJHWV DQJ(%V%)HWUIRUPDQFI-

DFFHSWDEOH IRU QRZ DV ZH DUH VLW RBWRGWXQDWALHWHIOODWHG WR FOLPDVRHCEHG 3 B HR A Y VRQUHGXFH RXU HPLVVLRQV DV D
SRSXODWHG DUHD ZKHUH WKH JRY H U QR WGLD/S /IDNMHRQMRK UR X JK D FRQW L 8 X BTV B sURME®RIGG SROLFLHV LQ $.00LRQGBXEY DOG WDUJIHWYV
FRQWLQXH WR LQYHVW LQ FOLPDWH FEBQURDIDFKDWWDMIGKFLQJ HQHUJ\ FRQVKP SWWIURY IDQIGEXLOGLQJ HQHUJ\ HIILFLHQF\

PHDVXUHV ,Q DGGLWLRQ WKH ULVN LMHHQRRM\GHWB\WD HALWKVLRQV 7KLV DPELVOIFRIQI DV L\OW DMKHGXMVP R1 VHO! JHQHUDWR & W kb gRQAORZLQJ *+* HPLVVLF
HPLVVLRQ VFHQDULR DQG WKH ORQJ WBUHPQ V (MYUVRYRAQWDO ODQDIJHPHQW 3HR®HEYI\6 WDWHPHQWRODU SDQHO LQWWHbDWW R PP IH PDWHULDO FOLPD
QRZ 1HYHUWKHOHVV ZH ZLOO FRQWUIZ®KH YARVDRQIDW RO LWKLO/HSDUWPHQW LV UHV&RA¥KBPOBH RBKRLQWY RQ DOO VLWHMNY DQG RSSRUWXQLWLHV ZKLFK KD

ULVN FORVHO\ :H KDYH QRW \HW HVWLPHWHRBHRULQL WRHLOELYLURQPHQWDO OD%Q"HWUHLQWC%BQk@\EXLOGLQJ FoLpSWALVMRWED\Q OLQH ZLWK D p& WUDN
HITHFWV RI WKLV ULVN ZKLFK FRYHUV DOO RI $OIHQ V YDOXH ?:KELQ HPLVVLROV 7

KLV

VWDWHPHQW LY SXEOLFO\ DYDLODEOH RCBQ)YL'Q/WW\NQJHE@)@U%”&O%Q&X%RGHUQ WERYSWHUP WDUJHWV  E\ $OIHQ 1 9

: N

'H GHILQH WUDQVLWLRQDO ULVN DV WKH SRUBSWHDY BB Drrrvy Lw HOWLILHG KHOGTXDUWHUV ( 5HGXFH DEVROXWH VFRSH DQG *
(

EXVLQHVV LPSDFW GXH WR WKH WUDQVLWLRQ DZD\ TURP OHFWULI\LQJ RXU FRPSDQ\ IOHHW DES HTXLSRRA ®W EDVH \HDU

*+* HPLWWLQJ DFWLYLWLHV ZKLFK FDXEH GUWREPBEQWDO 0DQDJHPHQW 3ROLF\ 6WDWHPHQW LV ( *+* HPLVVLRQV E\
FKDQJHV LQ SROLF\ OHJDO WHFKQRGRBUIUW RDUNKIW $DQKQ ,QWHIJUDWHG 0DQBIRKMQW A¥HHPV ZH KDYH SODQQHG D\E§§§EL%>§-§%‘§}HG IURP D EDVH \F
UHSXWDWLRQ :H DVVXPH WKDW D WUDRULWKREXWRMOKBANUSURFHVVHYV WKBW PHIQWLRRHRI &$3(; IRU WKLV WUDQVL S -

FDUERQ DQG UHVLOLHQW HFRQRP\ ZL QO TG MR WY RQWKH WZR HQYLURQPWHBRMO 8 Utb & oMW WaW\ HQHUJ\ VWRUDGHORWWAIPDRY RRYFWULFLWY FRQVXPS

PL[ ZLWK DQ LQFUHDVLQJ VKDUH RI UKWNQHZDEDHYV BY IHHOKDNVDGRSWH G SEPRGXFWLRQ WKWH KHDWHU UHSODFHPHQUWRH ZPES H Y MUHDRMHIE WR

PRUH IRFXV RQ HQHUJ\ HIILFLHQF\ DQ&2FRII/XPBMWRL®QRU HQYLURQPHQWDO EOYKNORMHEW bQA&ARQH IDFWRU\ :H EXG HG LRSS WR I PRV O &\ $OIHQ 1 9

DQG WHFKQRORJLFDO GHSOR\PHQW RI HQ6é2UJ\ IRU HQHUJ\ PDQDJHPHQW %RMOOLRQ RI 23(; H[FOXGLQJ ODERXU_FRVWYV _ZKLFK .
PDQDJHPHQW V\VWHPV :H DVVXPH LWVALDOQGDRMW \FKHORGJIHSSOLFDEOH IRU DOORESOMHBH M RAXIUWRRIRFSREHEOW |, Q zH ZL RENROXWH VERSH DQG  *+

PDFURHFRQRPLF WUHQGV PDWHULDOGSOIHQ (ONDPR ZKLFK KDV LWV RZQ POGJDYRPA OWKN \RQ@®RFDWLRQ RI ILQDQFLD®' UHWHRUBHYV WP Wk yHDU

DQG FHUWLILFDWLRQ 7KH HPEHGGHG ¥RDQVMLMALRQ §Q@DQ $00 RXU LGHQWLIKLHGIEXBH HEWSHQ G* +X WPULMVLRQV E\
JURP D SROLF\ DQG OHJDO SHUVSHFWERKH ,£{,H DUH ILQDQFLDO UHVRXUFHVY DOORFDWHG WR WROYH P GRIG $0R® DUH EDVH \HDU

LQIOXHQFHG E\ SROLF\ WKDW VWLPXODWHY WKH HQHUJ\

WUDQVLWLRQ IRU LQVWDQFH LQ UHF&QW DRDHJ ¥ KZ3HQ BROMPH B HIERE R IQG W K H ,Qesz FROWLQIHQW RQ DRV VSHELILE SEIRRWDESLYRY Q1 RXU *++ HPLVVLRQV
IOXFWXDWLRQV LQ WKH OHYHO RI (9 VXEVLGLHOWKDRQOH PWDO 0DQDIJHPHQW VWDQGDUG VHOHFWLRQ RI WKH EDVH \HDU LV JXLG
LPSDFW RQ RXU (9 FKDUJH SRLQW PDUNKW $OQRWHGXEWLRQ PDQDJHPHQW WR HQDEOH RI KLVWRULFDO GDWD DQG WKH VWDEL(
WHFKQRORJ\ PDUNHW DQG UHSXWDW WRKH GRHYGDOFRMBIPFHRWYHBBHG WR DFKLHYH RXU 6%7L

GR QRW VHH ULVNV DQG EXVLQHVV LPSSSWRIW® XD XGWYV 7KH $OIHQ ,QWHJUDWHG ODQDJHPHQW

SURGXFW SRUWIROLR LV WDUJHWLQJ B\WWMB R WROLR Q QR QEMYV IWHRIVH , 62 UHTXLUHPHQWYV

,Q WKLV DQDO\VLYV ZH FRQVLGHUHG DSVURWQBHNVRDFROYKYWHKNQWG ZD\ WR PLQLPLVH DQG PLWLJDWH

ZLWK WKH 3DULV $JUHHPHQW DQG OLPROVH Q IVFIORLPHDMH FEE FQIHW DWH FKDQJH DQG WKH EURDGHU WKH

WR p& )RU WKLV DQDO\VLV RXU PLWQYDWRR®HFWLBQE LWREHWDLOHG IXUWKHU LQ WKH WUDQVLWLRQ

WKH 7UDQVLWLRQ SODQ GR QRW KDYHSDQQPSDBWYV R HADJWIHFLSDWH ZLWK 81 *OREDO &RPSDFW DV

WKRVH IRFXV RQ ORZHULQJ FDUERQ HPHYOLBQ IR IRMKHUODQGY WR GHPRQVWUDWH RXU

VSHFLILF YDOXH FKDLQ UDWKHU WKD @ RFKH WPW) R I VBRODLFEY D VXVWDLQDEOH IXWXUH

FKDQJHV DQG RYHUDOO FOLPDWH FKDQJH :H KDYH QRW

LGHQWLILHG DVVHWYV DQG EXVLQHVV BHRWY I\ W HRW@RERCHBSWHG WKH ,62

LQFRPSDWLEOH ZLWK RU QHHG VLJQLI(EFDHW HA LYW § RV WD QGDUG WR HQVXUH D VWUXFWXUHG
FRPSDWLEOH ZLWK D WUDQVLWLRQ WKD Rd IDFpHHH HHEXQAUH@HUJIN HITLFLHQF\ LQ RXU SURGXFWLRQ
HFRQRP\ ZKLFK LV DOVR VKRZQ E\ RXBURFHKVYKYuH WK FOHDU UHGXFWLRQ WDUJHWYV

DOLJQHG UHYHQXH ZLWK WKH (8 7D[R%ﬁ%\HZF\JE‘%@HH&MF&‘N@WS@O&MR@@W LWVHOI RQ
DOVR GR QRW VHH RXU EXVLQHVV IDFLQY PR LVYXSHzpDEQH HOHFWULFLW\ FRQWUDFWYV ,Q

DEMXVWLQJ LWV VWUDWHJ\ DQG EXVLQHAWY V\?LRF%:‘\;OZ HUWRWDNLQJI LQLWLDWLYHYV DW RXU H[LVWLQJ

IXUWKHU FOLPDWH FKDQJH ZYHUDOO(SJZRWH\W\?R " UHSODFH JDV KHDWLQJ ZLWK HOHFWULF KHDWLQJ
XQFHUWDLQW)\ LQ RXU WUDQVLWLRQDO ULVN DV WKH EURDGWK “RI

SRWHQWLDO SROLF\ GLUHFWLRQ LV VXEVWDQWLDO

$O0IHQ $QQXDO 5HSRUW



JRU 6FRSH DQG ZH VHOHFWHG WKH2YHDHIIRUWNFIDXWHRSH ZLOO WKHUHIRUH IRFXV RQ DFWLRQV

WKLV ZDV WKH ILUVW \HDU RXU )LQQLYKWQWLRXU WVSEPIRREKRY FRQWURO VXFK DV*ZKLEKWBDWHW LD Qwes 2 s YV %DVHOLQH YV
LQFOXGHG %HFDXVH RI WKH LPSDFW RHWEH/ RXYUFH IURP RXU VXSSOLHUVBFRSH . Ryy HPLVVLROQV

SDQGHPLF ZH FKRVH WR VHW DV RXU 6FRSH EDVH
\HDU ,I IXWXUH \HDU HQKDQFHPHQW YV, QQGE MM PIXPLRAMWRRW 6FRSH HPLVVLRQV (EHVMXRXVHGRRXUHIJXODWHG (76

PHWKRGRORJLFDO FKDQJHV OHDG WR HIORWMWRIRGHAHYL@WPREDPVHOLQH BHERE HR X, LYVLR

H[FHHGLQJ FRPSDUHG WR RXU FXUUHQWRPDYHORWYFPUG ZH ZLOO SURYLGH DQQLQ&%‘DV!E(?QUM%&HG HPLVVLRQV

HPLVVLRQV ZH ZLOO UHVWDWH RXU KIRRWRRREREDOLVRIQ/ VOROHVHPHRUWLQJI ERXQGD'WRMVUORFRWYHRQ EDVHG HPLVVLRQV

DFFRUGDQFH ZLWK WKH 6FLHQFH %DVHBL¥YURQWVHIGHRCYWYRHWKH IXOO FERBXH EKDL Q- kRY RO BOVHE{6 VHUYLEHY SURGXFW UHODWHG

‘H ZLOO PRQLWRU SURJUHVV RQ HPLVVRRQL WHEBEXAPRIRBYWYESEVLGLDULHY H J
DGDSW LI QHFHVVDU\ SROLFLHV DBXVDbOWYRIHY LQ RXU YDOXH FKDLQ DUH RQG% $WHKWYHG YRRGV DQG VHUYLFHY QRQ SURGXFW UHODWHG

DFFRUGLQJO\ LGHQWLI\ WKHLU RZQ HPLVVLRQV LQWHQVLWgp&APRYYRRPOLO RXU
DQDO\VLV WR GDWH LQYROYHV VHFRQGDU

7KH DIRUHPHQWLRQHG WDUJHWYV WDN KF TROGRA QRWDO HPLVVLRQV LQ 6FRSHXHPURRE HIRHYHEUHODWHG DEWLYLWLHV

DVVXPSWLRQV LQWR DFFRXQW IXOO\ IURP SULPDU\ GDWD REWDLQHG IURP Vg6¥WQHDPMUVRBQVSRUW

( $O0IHQ V RQJRLQJ JURZWK DV D FRPEBWRN W KXD®XWDHKIRILQYSDUWQHUYV

SURGXFWV WR WKH RQJRLQJ HQHUJ)\ WUD8VLWL 0 BURGXFWLRQ ZDVWH
[ROORZEQS WDEOH VXPPDULVHV RXU RYH/(H(IQ/Q&HV\I?IV\)/UVEJ_%V

( L QWURGXFLQJ NQRZQ EXW QRW \H W pYESRIEWR W i 6WR 6FRSHV DQG )RU UHSRUWLOQ
OHJLVODWLRQ H J &56 EDWWHU#@(}\PL"\FVW&(XH\ BWFOVR LQFOXGH LQ WKH W OB BRRELH WP oW @)

( *RYHUQPHQW FRPPLWPHQWV WR GHFAPIHERRXUVWVEDVHOLQH DQG WKH SURJUHVYV PD@@W@@@J@NDR«Mg DVVHWV
HOHFWULFLW\ JULGV LQ FRXQWULHWXKHM SXIHQA SRIHNV LQFOXGH EXW GR QRW VHSDUDWH

LQWHQVLW
UHGXFWLRQ

EXVLQHVYV GLVFORVH EHPIWYLR®@Y )RU LQIRUPDWLRQ RR®ZQVWUHDP WUDQVSRUW

( 5SHPRYDOV DQG RU FDUERQ FUHGLWXPUH orRWXDHEGHWI\ FRQVXPSWLRQ SOHDVH 3RHHVKHQJ RI VROG SURGXFWV
FRQVLGHUDWLRQ IROORZLQJ VHFWLRQ #(QHUJ\ &RQVXPSWLRQ PQG QLIS o ocxrwy

2XU SHUIRUPDQFH 6FRSH DQG PHWKRGRORJ\ DQG GHILIBELAW ORIQ@ WUHDWPHQW RI VROG SURGXFWV

*RLQJ IRUZDUG D VXEVWDQWLDO SRUSM B8 RQRZXDHODPWHVRXU I1X00 6FRSH HPLVVERQWLAHPP OHDVHG DVVHWY
FKDQJH PLWLJDWLRQ HIIRUW ZLOO JR WPR ) XS LPVOHCRWIK I PRIYHKRGRORJ\ RI RXU  )UDQBKLVHV

HPLVVLRQV $URXQG RI $OIHQ!V 6BRBAH HPQEVERRSH ~HPLVVLROQV WR HIFOXGH XSMWWHBE
DULVH IURP HIILFLHQF\ ORVVHV GXULGO¥HOKPQG/HRHRXWHODWHG DFWLYLWLHV —ZKLFK-DUH QRZ
SURGXFWV VHH 6FRSH GHILQLWLRQWESDREZWRO\PRAUUMHFXODWHG LQ 6FRSH FDWRWMID  2XU 6%7L
GHWDLO 6LQFH WKHVH HPLVVLRQV DDRVROIABH IGREHULY@EG WDUJIHWV RUWMD @ OO} Q1 17 W W& VPDUNHW EDVHG
IURP WKH HOHFWULFLW\ FRQVXPSWLR®SIGRWHDO WHWEBG ROREWVDQG KDYH BRWWWRRYIHG

7TRWDO HPLVVLRQV ORFDWLRQ EDVHG
EBHH[DSggl\jVGWV\%Vw&dXPULH WR GHFOLQH DV BREE UEIRARES ¥ rRovxPswLRO RI OHD YHG FRHY,
[ ERWK GLHVHO DQG SHWURO QDWXUDO ) KR LYV LROW g w2
GDU\ IRU RXU *+* IRRWSULQW LV LQ OLQH ZLWK RXU JHQHUDO GLVFORVXUH DQ

Q

SHGXFLQJ HPLVVLRQV IURP HIILFLHQ FEORWHIOVFIKQWKRHBWERQO 6RODU HQHUJ\ SU&@#WLﬁbeB@méH *4* 3URWRFRO &RUSRUDWH 9DOXH &KDLQ 6FRSH $FFRXQWLQJ DQG 5HSRUWLC
IRU QRZ SURYH FKDOOHQJ LQJ DV (8 URXUHORYMWA FEUOWKQYRKEN DOVR LQFOXGHG EW HhWe KRV VRPro LQWHQVLW\ FRQYHUVLRQ IDFWRUV IRU IXHO FRQVXPSWLRQ DUH VRXUFHG IURF
(8 "LUFWLYH 7LHU (FRHVLIQ  HPAMLWLKD IDEWRU RI JHUR  &RQUXPSWLR@UY GGH ULYRG (<) "sod RoUiisd Peeviululks TorhmsoUi e B oviaw Soutd
HIILFLHQF\ VWDQGDUGV RI RXU WUDQWVHRWEH UMW DZKLEKVLD@RKU QYRLFHV ZKLOH H?QW\}-WWQ%WEBLW SRUWLQJ GDWHV DQG WKH UHOHDVH RI WKLV DQQXDO UHSRUW WR KDYH DQ L
WKH PDMRULW\ Rl RXU HIILFLHQF\ OR\PUWHV SPRIL RIHEHG L HFWON EV RXU HQHUJ\ VEISQL BHK o (LYRBY Loroxen RXxU (ONDPR VXEVLGLDU)

UHIJXODWRUV LQWURGXFH D QHZ 7LHUHPHNULZ'|KDFWWLKH'|Q”Q@V 6FRSH DQG FRYHU DOO HQHUJ\ FRQVXPSWLRQ VRXUFHV UHSRUWHG LQ (656 (
FXUUHQWO\ QR WLPHOLQH GR ZH H[S F |_I|-|%FI-|\F%\}ULFLW\ FROVXPSWLROH EPYORELUYFOOPWLRQV VXEMHEW WR WKH UHIXODWHG (PLVVLRQ 7UDGLQJ 6FKHPHV (76
WKHVH WUDQVIRUPHUV LQ WKH PDUNH EFYHY BC 5 L QYPEWHHY RI RULILQ RU FRQWUDFWXDO DIUHHPHQWY
ULYDWH FKDUJLQJ
JXUWKHUPRUH ZH DOUHDG\ ZRUN ZLW WLQJ &RQVXPSW" é@LE\prmS\yﬁb&RPEXVWLRQ RU ELRGHJUDGDWLRQ RI ELRPDVV WKDW RFFXU LQ RXU XSVWUH)|
OHDGHU WR UHGXFH WKH EDWWHU\ FD |LH ) UHV
H WRUDJH VWHPV HDYL G LQYRLFHV ZKLQE HRLEV kR QLoino bv RXU SURGXFWV DUH VROG LQ D I1LQDO VWDWH DQG VSDUH SDUWV FDQ EH
(QHUJ\ 6WRUDJH 6\ 0 QJ O
FDUERQ LOWHQVLW)\ E\ VZLWFKLQJ WR 9 (5 HU‘]\ VXSSOLHUV, g (PERM:sR My soino bv 20 6R ORW KDYH DO\ GRZQVWUHDP OHDVHG DVVHWYV [UDQFKLVHV RU LQY
H HIWUDSRODWHG ., PQFo pHpvxuHPHQW RI JURVV 6FRSH DQG WRWDO *+* HPLVVLRQV KDV QRW EHHQ YDOLGDW
HPLVVLRQV LQWHQVLW\ IRU GLVWULFW KHD7W\}V‘ISQD‘]VEPDP\6H§RVBIQGG XS GXH WR URXQGLQJ
DYDLODEOH ILJXUHV IRU DQG 6) HPLVVLRQV LGHQWLILHG LQ FDWHJRU\ Rl VFRSH
&RPSDUDWLYH IRU VFRSH DQG LV IRU VFRSH WKLV LV WKH EDVHOLQH \HDU
$QQXDO UHGXFWLRQ QHHGHG WR PHHW 6%7L WDUJHW YV UHVSHFWLYH EDVHOLQH \HDU

W&RT (85 YDOXH DGGHG

$O0IHQ $QQXDO 5HSRUW



'"HILQLWLRQVY DQG PHWKRGRORJ&4DRVHVFRSH8SVWUHDP WUDQVSRUW DEICGNEURWULERWQRYUHDP WUDQVSRUW QRIGYGEXWO IZEDXMWWHRQ@YWUHDPV DQG WKH

HPLVVLROV IDEWRUYV

FDWHJRULHV LQ VFRSH 'QFOXGHV WKH HPLVVLRQV IURP WUDQQERNWH g JWKIMWHIRILDA\R QV [URP WUDQVSRUWLOJ SURGXEWV
EDWHIRU\ $ 3XUEKDVHG JRRGV D0G VHRR RRHAWEHR o (P SOLHUV WR RXU SORRQRXUWADUHERKKMYV WR RXU FXVWRPHU ORFDWLRQV 2XU
UHODWHG {HWkHU0DOGV BOG )LQODQG LQ $VX R WR BSHDW O RIBCDVOLLRM) LV GHILQHG DV H SR quvuﬁ\)pr;FR(vapSWLRQ

LV KLIKHVW IRU RXU (66 EXVLQHVV O LKV KHUKDH IRU RXU WUDQVSRUW SDUWD FE G@ WI-QJVF\/\(KH HWV DO
QFOXGHV WKH HPLVVLRQV RI DOO PDWRNWWDORODWRHEX WHG VRHIPLVVLRQV L Q VBHEGLIFWR QPR \SHR QY DRIH FDOFXODWHG-RQ LG o kW RS Q
RXU SURGXFWV LQ 7R GHWHUPLQH W WWIOD DHW UKW VBRUWHG EDVLY WR RXORPWMKHIHE XWVURWNUOH®ISWU PRGH RS RV bR WSR DVD B-¢H5 WKHLU
FRQVLGHU WKH IROORZLQJ FDWHJR U L H FZHK$W H RIUS WEIHF PRQFUHWH KRXVLQJURH VRHF\W16fH HPLVVLRQ IDFWRUYV

ILQDO SURGXFWV VROG SDFNDJNVEVWDWIFRYWY RIRUWIHZKLFK ZH KDYH DGGLWLRQODO L IRUPDWLRC? 2XU GLUHFW HQHUJ\ FRQVXPSWLRQ FRP
DQG VSDUH SDUWV (PLVVLRQV DUHDRBOKXOEWHQ RROFXKBDWHG VHSDUDWRMHIRBL Vv LRGN BIUYROG SURGXFWYV FRPEXVWLRQ RI IRVVLO IXHOV LQ RXU C

WRWDO ZHLJKWV RI GLIIHUHQW PDWHWFIDEBRGFXSGDWHGURQG WR® DO IUHLIKW WR QN QR iyh/ WA/ kY MQ/Y/'T!Q@UGDVVRFLDWY K4 F \\iv l_\ié}: Lﬁ FLW\ FRQVXPSWLR(
WKHLU UHVSHFWLYH HPLVVLRQ IDFWRSNU)RRGWMKRH MUYV ERYW DQG WKHLUi_i ﬂ\ﬁ%lﬁb\ﬂ{.bl—h@@*@'\ém XVLQJ SURG R \ E G OHDVH FDUV D
DAWL I
£QJ

IDFWRUV RI 3&%V ZH KDYH XVHG LQG XVRWR WWHUDJH EXVLOHVY OLQHV WKLV FROVLVWYV R RPH Rl RXU EXLO
HPLVVLRQ IDFWRUV IRU HOHFWURQLFV IRU FROWURQ XQLWV _

ZH ZLBO VHHN WR VHHN WR GH?/VHLF‘FQ.%%‘Jg '@ VARG TIRLRQ ZDVwH EYWDQG EIS ORVYHY o, 2R WKH SOROXIZN 6L GIRAWBO BRGvXPHG 0:K

Q VXFK DV IURP D PRQLWRU DQG #HIILFLHQRAISUABYYBEOH HQHUJ\ VHH QH[W S

3&%$ HPLVVLRQ IDFWRUV ZKLFK PD\ HpWKKYEHROHPNHIRY L ROV IURP WKH GKMORWRB SQRBGXFW LV LQ XVH VXFK BYRERUWMLRBY OBVYWHMHDU :H DOVR S
GHFUHDVH RXU WRWDO VFRSH HPLVV\NBQMW‘I‘D@W@|V\k*bL\M/v'f—|HJ%QHUDWHG EW%RWKQWENYHQIRVVHY DUH FDOFXODWH G (RIYGHZ WKGHWMRIVMRQ, WKURXJIK RXU VF
VXEVWDQWLDO FKDQJH ZH ZLOO UHVWHM fth R Uy DA FKQZIHDERE QRW RZQ R UH FRHPWUHRI O (PHWALIPRIQR/I HDFK SURG X F W Kk BXUGHRREVO/H R DPRXQW SURGXFEHG

'V HPLVVLRQV LQ DFFRUGDQFH ZLWHKUGEBVHG RQ WRWDO ZHLIJKWV RI LQERFEB®DW LZAQY WRQVLGHUV WKH FXUU th@W\D-RQEpHIDHEWHBEHQWY DUH ZLWK % (9

PHWKRGRORJ\ VWUHDPV DQG WKHLU UHVSHFWLYH HPARMMORQRQWEQWHZVLW\ RI HDFK FRXQWU\!V HOHFWULFLW\ JULG
IRU ZKLFK D SURGXFW KDV EHHQ VRO G2ZRHR MUKIM 8 HREY AWLRIQV 0: K
&DWHJRU\ % 3XUFKDVHG JRRGV DQG
SURGXFEW U;ODWHG Qe ¥BiWHERBY QBRVLQHVV WUDYHO D ORFDWLRQ EDVHG HPLVVLRQV DSSURRBKZSN¥oRQO RXU
L QFOXGHV WKH HPLVVLRQV IURP WKH WYRGYSKY RYW RY RIQWOL VROG LQ Fé'%i%"éu&'&\é ZKHUH
,QFOXGHV WKH HPLVVLRQV IURP DOO RWKHR\HRRGEPRSVLOHVY UHODWHG DEW HVQFHR/WY xR i HLWKHU OHJIDOO\ WR QHW JHUR LQ
VHUYLFHV SXUFKDVHG GXULQJ ZKLFd P R8 My CA R FRY@\H G RU RSHUDWHG BU AN VAYGQHW JHUR DV D VWDWHG JRDO IRU

il
SURGXFW UHODWHG HJ LQVXUDQFHLWkHQEHKRERp PXELWI WuUDYHO  (PLYWROWHAARHEWVLELMNY JULG ZH KDYH DWAZXRBABFWOLBHBUGHPDQG FDPH SULPD
HTXLSPHQW H[FOXGLQJ FDSLWDO HTWV:S\AWQ%LUWDQFH \?,/UDYHOOHG E(\ HD P GREMLBO G W HPHF WULFLW\ JULG L BVRGWIEWAL RRWOAM IREU QHZO\ RSHQHG +4
PDFKLQHU\ (PLVVLRQV DUH FDOFXODWHG RRWR WS i®EVVLRQV IDFWRUYV  DQG 2XU FDOFXODWLRQV IRU FDWHJRU$OPHOWR ZKLOH PRVW JURZWK LQ

EDVHG PHWKRG JLYHQ WKHLU RYHUDOO VPDOO HPLVVLRQV LQFOXGH HVWLPDWHG OHDNDJHV Rl 6)URPH{HWWHQOLYXWEPHHAI WR 'DPVOXLV:
LPSDFW IRU $0OIHQ &DWHJRU\ (PSOR\HH FRPPXWLQJ RXU VXEVWDWLRQV IURP RXU PHGLXP ZRO WK HHI VZYWHKOO \HDU $OIHQ RSHUL
HTXLSPHQW JRU RXU 6PDUW *ULG 6ROXW ObLH W LA H
&DWHJRU\ &DSLWDO JRRGV ,QFOXGHV WKH HPLVVLRQV IURP WKH WyDQVSEWWENEREVRIGHUY WKUHH EX HHJ& EII@\E%E{' V ZH FRC
R | UHYHQX
RO

HPSOR\HHV FRPPXWLQJ EHWZHHQ WK KRR/HY¥ P . ;
,QFOXGHV WKH HPLVVLRQV IURP DOO RAGHWDLRE XL SAHRWX UL O J L0 YH%\E%[W%%égé\&%ﬁﬁ'ﬂDﬁngR?/%LVXKVESJX\&T?E

SXUFKDVHG GXULQJ ZKLFK KDYH ERKQUSWRE EN§SIFO (PLVVLRQV IURP $6 69 RH D Vi ePWY oDYHS b U NV XVLQJ W

SORXRBTA SV rU Ly

H
SURGXFW OLQH RQ WKH FDSH[ VHFWLRQ R WV LEP QPRE  7KLOH HPLVVLRGOV | LON V. Y FRSH DV DOO RXU
VKHHW (PLYVLRQV DU FDOFXODWHG 5 AULCH BBKERYRG 20w 3 0MDYHG ELSEIRIL BUR R GHUMG LYY buvar swinGy EARBY Lo of DS 0 S
PHWKRG JLYHQ WKHLU RYHUDOO VPDOQ) HAHRH R QW LY GORNK 1 BUH EDVHG ROy BURDDY G LWID B b b 5 e oy Lo v URyHoxH EDVLY ZKi
$OIHQ WUDYHOOHG E\ HDFK PRGH DQG WKHLY MGMBHIWLRHWUDQVIRUPHUY  wR © [Z GHy X Weumllzl_ovvm%\;(l
&DWHJIRU\ )XHO DQG HQHUJ\ UHODWHBLYMWRQVWPEWRUV &KDUJLQJ (TXLSPHQW RXU HIILFLHQF \é\ﬁ' Vi by ORFDWLBIQR(?XEDV
VHG RQ 5 ' SURGXFW WHVWV 7KH O £
JQFOXGHV WKH HPLVVLRQV IURP WKH &PWPRWLIRQ8SVYWUHDP OHDVHG DVVH\%’Q’\HDUVQLV LO OLOH ZLWK JUHQFK JRAU QP éj @b\/gb\gl'% Q HXUR UHYHQXF

SURGXFWLRQ DQG WUDQVSRUWDWLRQ BEOXEUY BWKH R YVLRQV IURP UHQWDWO/ XBHWHR @QKHKVHG LQ GHYHORSLQJ Y RGXE WOIPIVOSIR WEVIURZ ZH H[SHFW V
SXUFKDVHG RU DFTXLUHG NQRZQ DV #&6H9P® M1V &N FRQWURO WKH HQH UTK W 0% $IOWHBHF R QWXWSAWL. R Q RI RXU (Qm@gug\wa%@\p%/pgwmcg ZL00 FRQ[WLQXH
HPLVVLRQV WKDW DUH QRW DOUHDG\ BFFRMQWAKH URYUZHRGR FRQWURO WKLG\WWHBD UW \RIDUWRSN D EDVHG RQ RXURYHBVMW LAWHIQY S YHRUN WR FRQWLQXH
VFRSH DQG RU NQRzZQ DV #WDQN W 2ZKHHRQXY DUH FDOFXODWHG EDVHG K WWRIWIHOVIDHRRUY BDFH\FOH GD\ VKDUH RI UHQHZDEOHYV LQ WKH HQHUJ\

HPLVVLRQV GXULQJ (PLVVLRQV DBB & RYGXYRMK & VR \'S
WKH WRWDO YROXPHV SXUFKDVHG RI & LuiHem oxnawagen " TV LSRRI SHE RNV wunowenowl BRYEREIRABEEHYYH Wit VEOUH RI »

WKHLU UHVSHFWLYH HPLVVLRQ IDFWRUV
Q ,QFOXGHV WKH HPLVVLRQV IURP ZDVWG®HE UVHPRHYORKXYGS XUFKDVHG UHQHZDEO
WUHDWPHQW RI SURGXFWV DW WKH HYE RAFRYVURURBXHWNOO 6FRSH ORFDW

OLIHWLPHV (PLVVLRQV DUH EDVHG RGWRWDHYXHWIKWVHRSHFW RYHUDOO GLU
FRQVXPSWLRQ HPLVVLRQV WR GHFOLQH

$OIHQ $QQXDO 5HSRUW



(QHUJ\ FRQVXPSWLRQ DQG PL][

JRVVLO IXHO FRQVXPSWLRQ

)XHO FRQVXPSWLRQ IURP FRDO DQG FRDO SURGXFWV 0:K

JXHO FRQVXPSWLRQ IURP FUXGH RLO DQG SHWUROHXP SURGXFWYV 0:K

)XHO FRQVXPSWLRQ IURP QDWXUDO JDV 0:K

)XHO FRQVXPSWLRQ IURP RWKHU IRVVLO VRXUFHV 0:K

&RQVXPSWLRQ RI SXUFKDVHG RU DFTXLUHG HOHFW!
VRXUFHV 0:K

7RWDO )RVVLO HQHUJ\ FRQVXPSWLRQ 0:K

IXFOHDU FRQVXPSWLRQ

&RQVXPSWLRQ IURP QXFOHDU VRXUFHV 0:K

5HQHZDEOH FRQVXPSWLRQ

JXHO FRQVXPSWLRQ IURP UHQHZDEOH VRXUFHV LQFOXGLQJ ELRPDVV 0:K

&RQVXPSWLRQ RI SXUFKDVHG RU DFTXLUHG HOHFW!I
0:K

&RQVXPSWLRQ RI VHOI JHQHUDWHG QRQ IXHO UHQHZDEOH HQHUJ\ 0:K

7TRWDO UHQHZDEOH HQHUJ\ FRQVXPSWLRQ 0:K

7RWDO FRQVXPSWLRQ

7TRWDO HQHUJ\ FRQVXPSWLRQ 0:K

6KDUH RI IRVVLO VRXUFHY LQ WRWDO HQHUJ\ FRQVXPSWLRQ

6KDUH RI FRQVXPSWLRQ IURP QXFOHDU VRXUFHV LQ WRWDO HQHUJ\ FRQVXPSWLRQ

6KDUH RI UHQHZDEOH VRXUFHVY LQ WRWDO HQHUJ\ FRQVXPSWLRQ

2XU HQHUJ\ FRQVXPSWLRQ DQG PL[ ILJXUHV DUH YDOLGDWHG HDFK \HDU E\ D WKLUG SDUW\ RWKHU WKDQ RXU DVVXUDQFH SURYLGHU WKLV YDOLGDWLRQ IRU RXU ILJXUHV ZLOO EH FRPSOHWHG
LQ $Q\ PDWHULDO FKDQJHV IROORZLQJ WKLV YDOLGDWLRQ ZLOO EH UHIOHFWHG LQ D UHVWDWHPHQW RI RXU ILIXUHV

)XOO0 HQHUJ\ FRQVXPSWLRQ QXPEHUV IRU ZLOO EH UHVWDWHG DV QHHGHG LQ VXEVHTXHQW UHSRUWY EDVHG RQ ILQDO ILIJXUHV

‘H KDYH HVYWLPDWHG GLHVHO DQG SHWURO FRQVXPSWLRQ GDWD IURP RQH RI RXU OHDVH FDU SURYLGHUV EDVHG RQ DYHUDJH KLVWRULFDO FRQVXPSWLRQ LQ WKH SUHFHGLQJ PRQWKYV RI IRU
WKH ILQDO PRQWKYV RI

JRU VRPH EXLOGLQJV ZH KDYH HVWLPDWHG HQHUJ\ FRQVXPSWLRQ IRU WKH ILQDO PRQWKYV RI EDVHG RQ WKHLU UHODWLYH VKDUH RI FRQVXPSWLRQ LQ WKRVH PRQWKV LQ SUHYLRXV \HDUV

JRU VRPH EXLOGLQJV RXU ILQDO PHWHU UHDGLQJV RXU VWLOO RQJRLQJ D VHFRQG YHULILFDWLRQ
6RPH RI RXU PHDVXUHPHQWYV IRU PHWHU UHDGLQJV UHJDUGLQJ UHQHZDEOH HOHFWULFLW\ UHWXUQ WR WKH JULG IRU 1RYHPEHU DQG '"HFHPEHU DUH VWLOO RQJRLQJ D VHFRQG YHULILFDWLRQ
7TRWDO VXP PD\ QRW DGG XS GXH WR URXQGLQJ

$O0IHQ $QQXDO 5HSRUW



(8 7D[RQRP\
BBB

$O0OIHQ RSHUDWHYVY DW WKH KHDUW RI WKH HQHUJ\ WUDQVLWLRQ
SURYLGLQJ VPDUW HQHUJ\ VROXWLRQV WR HQDEOH WKH
HOHFWULFLW\ JULG RI WKH IXWXUH UHOLDEOH VXVWDLQDEOH DQG
LOQOQRYDWLYH :H KDYH D XQLTXH FRPELQDWLRQ RI

DFWLYLWLHY DV ZH GHVLJQ HQJLQHHU GHYHORS SURGXFH

DQG VHUYLFH VPDUW JULG VROXWLRQV HQHUJ\ VWRUDJH

VI\VWHPV DQG (9 FKDUJLQJ HTXLSPHQW :H FRPELQH

RXU DFWLYLWLHV LQWR LQWHJUDWHG VROXWLRQV WR DGGUHVV WKH
HOHFWULFLW\ FKDOOHQJHV RI RXU FXVWRPHUV $V VXFK

$OIHQ!V YLVLRQ LV D FRQQHFWHG VPDUW DQG VXVWDLQDEOH
HQHUJ\ VAIVWHP IRU IXWXUH JHQHUDWLRQYV

,Q DFFRUGDQFH ZLWK WKH 5HIXODWLRQ (8 R

WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO RI

-XQH WR HVWDEOLVK D IUDPHZRUN WR IDFLOLWDWH
VXVWDLQDEOH LQYHVWPHQW ZH DSSOLHG WKH UHSRUWLQJ
UHTXLUHPHQWYV IRU ILQDQFLDO \HDU DQG GLVFORVH RXU
7TD[RQRP\ HOLJLEOH 7D[RQRP\ DOLJQHG DQG QRQ

HOLJLEOH HFRQRPLF DFWLYLWLHYVY UHODWLQJ WR DOO
HQYLURQPHQWDO REMHFWLYHYV

7KH (8 7D[RQRP\ UHJXODWLRQ DQG WKH UHTXLUHPHQWYV

IRU QRQ ILQDQFLDO XQGHUWDNLQJV ZLOO FRQWLQXH WR
FKDQJH $OIHQ ZLOO NHHS PRQLWRULQJ WKH GHYHORSPHQWYV
WR UHSRUW LQ OLQH ZLWK WKH UHTXLUHPHQWYV

(8 7D[RQRP\ .3, V 6XPPDU\ 5HYHQXH &DS(] 2S([

7D[RQRP\ (OLJLEOH DQG $OLJQHG $FWLYLWLHYV

7D[RQRP\ (OLJLEOH EXW QRW DOLJQHG $FWLYLWLHV

7D[RQRP\ 1RQ (OLJLEOH $FWLYLWLHV

7TRWDO

7KH 7D[RQRP\ 1RQ (OLJLEOH 5HYHQXH VWDWHG LQ WKH

WDEOH DUH VROHO\ UHODWHG WR RXU DFWLYLWLHV LQ %HOJLXP
FRQFHUQLQJ WKH GHOLYHU\ RI FRQFUHWH FDELQHWYVY ZKLFK
DUH XVHG WR FUHDWH D WUDQVIRUPHU VXEVWDWLRQ IRU
HOHFWULF SRZHU GLVWULEXWLRQ

$OIHQ $QQXDO 5HSRUW



$VVHVVPHQW RI FRPSOLDQFd—IIL%IDM\{:IISD (QLb,ELOLWN DQG $OLIJQPHOQW 'BVYR/ HLVILPLHRIAW +DUP FULWHULL
, QW FURODWLRQV Rl ODER *
5HIXODWLRQ (8 DQG KXPDQ ULJKWV KDYH EHHQ UDLVHRIQRX LG POkbWH *U L G *ROXWLS)%?QJSXV\#Q(@& XWW;Eg\éXDFQWGLégQ&VKL?,&JJL

DQ\ FRXUW FDVHV LQ WKLV UHVSHFW
,Q SUHSDULQJ WKLV GLVFORVXUH WKHQ([HFXWLYH 2 RPPLWWH H &KDUJLQJ (TXLSPHQW EXVLIDRWHFWOARGEMLRQ LV QRW DVVHVVHG

KDUP DV WKH FRPSDQ\ GRHV QRW KDYH
LQWHUSUHWHG LQWHJUDWHG DQG FR&RWH| WKW ORQHXR & KW EHU\ $OIHQ FRQVLGHUV WKDW ERWK LWV 6RDKRW H B WGOGRFDXWIRRQN PIGHE ODWWH U D C

EBLRUQLF;Z‘ FL;Q\}]VXS\DX,V}EE%F%%(Q\(VEB \L’\?VH& 'Hg @Wh\ﬁt EZI/E%&H%\ SROLFLHV (8 &KDYPFRYEEYBWHEVOLQH DUH HOLJHFG ROV EH B IMARRIRRKE FXVWRPHU | Q
6PDUW *ULG 6ROXWLRQV (9 &KDUJLQJ &;%EEW%@ HUXPRUH G WKH 6XSSOAWWYRWERGH RI SURGXFWVY DUH FRQVLGHUHG PRYDEOH

& LQWHUQDO D \ P V_R R| RXU FXVWRPHUV FDQ E
(QHUJV 6WRUDJH 6\VWHPV H OHDUQLQJV PDQGDWRU\ RQ DQ DQQ%O&QE_W\’/L?%% %%%GLK’WULEXWLRQ Rﬁé@ﬁ&”&@%ﬁ%\HFw ORFDWLRQ ZLWKRX
7KH SDUDJUDSKV EHORZ SURYLGHV D VRWHHQAD®D MKIOR\VHHV ZLWK DQ $OIH@H-RDECUGW R WWRH PRED[RQRP\ UHJIX BYHBW HVEYY 02 KEmE P BWHRTLVN DQG

HOLJLEOH DQG DOLJQHG DFWLYLWLHVRIWEEPHQFRKHVHY LV XVHG WR IXUWKHRQHR@K DEMWH. YLW\ FRPSULVH HLWKH

7D[RQRP\ DOLJQHG DFWLYLWLHV DOO PDRUWHEK WXEVRBSQMRSOLDQFH ZLWK WKHYH 3R Ve W R DQG RSHUDWL&%%EJF\&UMI/DQ/EQIL\E)@IWV\{#\V\%YREH;;/;g/\lj\l/-'\/Qng\éRSUH\/bJBFEQUV\
FRQWULEXWLRQ WR WKH FOLPDWH FKDXUWKHWLRDRURQWLRQ ZH UHIHU WR 'WKH, \FRY W BVSRUW WKH HGRTWH ik W L Ry WKkb WU R PDWHULD 0
HQYLURQPHQWDO REMHFWLYH FRPSOEZLWHKUWRRAWDRUMRSK LQ WKH *RYHUQDQ KI-}l_J &RB MH KLJK YROWDJIH Ly WRRIRT WREXWLRQV KDYH EHHO L
6LIJQLILFDQW +DUP$ FULWHULD DQG W&V WIDJIQKEPL O RW) BV DWHPHQW VIVWHP RU Q Q

VDIHJXDUGV 'Q ILQDQFLDOQRFURODWLRQV UHJDUGLQGKH FRQVWUXFWLRQ DQG RSHUDWLRY RRELWWRA MRy B FIORDDIVHE ZQR MAH

FRUUXSWLRQ DQG EULEHU\ KDYH EHHQ WDLWHBVQWK G VBB QVSRUW HOHFWD 9|F_D\A]/HFF’2 QIMLJ%@P(JIQ\O"V@D%QDFH IRU SDFN

PDWHULDO ZDVWH \
OLQLPXP 6RFLDO 6DIHJXDU®DYH®@EFRXUW FDVHV LQ WKLV UHVSH{H?(&Q//GV\I;I:(PPVYROWDJH DQG ORZ YROWDJH GIVwL LMLF%Z%Q WL LWL Ry KhoH

7KH VFRSH RI 066 FRYHUV IRXU WRSLFAPIRWESX®RFK zH DUH UHTXLUHPHQW DW WKH PRPHQW IRU $O|
PDUW *ULG 6ROXWLRQV DQG (9 &KXDRGKOW (OWLWRHQW G RI OLIH 1RWHG

2XU 6

LRR%%FS)T_IE)QJFS V\ZIZRWGKLHP:Q\F/,LE[?DQ [\)NSKSH%%EP'Eé YRIBYEVVWD[DWLRQ DV SDUW RILWY BRIELEB pog RU ORZ YROWDJH VRBNWLRAV UMUKUEQVKHYV 6PDUW *ULG
&RPPLWWQHH ,_VQFR VL SHG W?(DW VD"’(*[*""%)& L"{ﬁ'-o'-wv\ PRQE AROORZV WKH P Rdl%%ﬁ%%YéEIS’cb'G DOORZ WOIFKWUWFRWEXWRVRRHUY DQG WKH ILUV
QvLQ w FAPLEHY VIMBLEKYD UH IXUWKHU KECRY GLVWULEXWLRQ V\/VXHBY HOW VZH K ZHH VROG KDV QRW UH!

ngFVF};UVSHRV&V[\)/\l;V?_gXV\TViHU\}‘,jKHWWEtSSOVEY\EQQMB\?@g%%@W%{SWB'SW'-[MJ'@ ZLWKLQ WKHERY ZRHUN RN H DFWLYLWLHYV DUH HOWH EWM XQGHU DFWLYLW\

WWLRQ RI WKH $QQXD gl
SULQFLSOHV LQ SURFHGXUHV DQG SURFHVVHV “VXFK DV Wk H QAXPYPBIGFMNVLRQ DQG GLVWULEXWLRQ RI HOHFEWULFL

W\

3ROOXWLRQ SUHYH @ WIHRE @RI/ RROW ¥ R

WR SUHYHQW QHJDWLYH LPSDFWV SURFHQXUDLY B& R/ GRG ZH KDYH DQ\ FRXBW WLL\/%QNELR/Q DO Lo'WV RZO SURFHVYV ORU GR W
2Q WKH RWKHU KDQG RXWFRPHV DUH PHREMFRWUHG WR 6LJQLILFDQW +DUP

YDOLGDWH ZKHWKHU RXU SURFHGXUHY DQG SURFHVVHV DUH WKDW LW SXUFKDVHV IURP VXSSOLHUVY
HITHFWLYH RXWFRPH GLPHQVLRQ JDLU FRPSHWLWLRQ 7UDQVPLVVLRQ DQG GLVWULEXWLRQ R EAAFMH S Whe UHVWRUDWLRQ RI EL
Q

v J RXW DFWLYLWLHV 4@ HEPD QY HW IFR 6 R OWWRBMNVER VL Q HVF BY )iy$PNQ KDV DQ (QYLURQPHQWDO
+XPDQ ULJKWV LQFO ODERXU DQG FRY W%KQBL%OJ@&\J\(,\)#_FDEOH FRPSHWLWLR & XODZWDQW UBOXRRQW RIGEXWLRQ WR FOIW N W sRUpY MM B B@LRHLQ SODFH
%DVHG RQ WKH 2(&' *XLGHOLQHV IRU OXIDNLIQYDWVOVRR DEFRXQW WKH FRPSHW DWLW&HOPRRSRIQW IGH OLYHUV LWV SURGXEMPWWRQNV v Ry X Vg RIFSURGXFWYV
(QWHUSULVHV DQG WKH 81 *XLGLQJ 3WDQFIL\E®IHW ISRQN QL Q ZKLFK RXU DFWLYXWRISY PRUKXW KOYQHWKH LQWHUFRQQHFWHERPHURRHBWLRQ UHTXLUHV DQ (Q°
LPSOHPHQWHG SROLFLHYV DQG SURFH®XQUMLM RS I WILFKL WH H | THF W V VIVWHP ,Q DGGLWLRQ DQG LQ FDVH VXEXYHWIWHRWMW Wik Wy VKH UHVSRQVLE
VL[ VWHSYV LQ WKH 2(&' *XLGHOLQHV DUH XVHG DV D EDVLYV E\ RXU FXVWRPHUV LQ DQ RII JULG HQVPIMURBPKOMRWK G LQ WKH FRQWUDFWYV
+XPDQ ULJKWV SROLFLHV DUH LQFOXGRGL@PRILDREIFHRODWLRQV UHIDUGERQEVIREPYWLDO FRQWULEXWLRQ LV VWLROWHREP RV BBl R x U

&RQGXFW DQG 6XSSOLHU &RGH RI &R WlLI—\/\gL{;?QS@%\ﬁHHL?\ﬁHQ LOLNHG QRVUDIGY FRUBRUN PRP SO\ ZLWK WKH 7LHY o WETXBUNRH QYR UHPHQWLRQHG HODE

V
W

DUH VFUHHQHG YLD RXU .<& DQG .<6 SURFTHEXUNE V)RR WKLY URVSHEW $OIHQ!V (9 &KDUJLQJ (TXLSPHQW EXVL VY 6@ BROVE KsSRRYWM QLILFDQW +DUP:!

H[LVWLQJ VXSSOLHUV ZH SHUIRUP DXGLWV XVLQJ D ULVN : A D WKH HOLJLE
WKH HOHFWULF LQIUDVWUXFWXUH IR U&WRBDRY HFRRE OX € B W IVRKD W)

EDVHG DSSURDFK ,Q ZH SHUIRUPHG D VXSSOLHU WUDQVSRUW HLWKHU LQVLGH DQG RXWR/ LAWY WRAYWURSIPDEROXWLRQV DQG (!

DXGLW RQ RXU EDWWHU\ VXSSOLHU ,Q FDVH VXVSLFLRQ LV SOLRO OLOH DUH DOVR FROVLGHUHG 7D[RQRP\

UDLVHG ZLWK UHJDUGVY WR SRWHQWLDO DGYHUVH KXPDQ ULJKWYV
LPSDFWV ZH DFWLYHO\ LQYHVWLJDWH DQG UHPHG\ WKLV

$O0IHQ $QQXDO 5HSRUW



(OLJLELOLW\ DQG $OLJQPHEWPBWH FKPY IO &P LAONLRGLYN DEXPPD UL R1 (8 7DIRQRP\ UHODWHG
R1 RXU (QHU‘J\ VWRUDJH V\\Zg\&%% SRUWDQW LGHQWLILHG SK\VLbD#AE‘F%gﬁ%II—W@\ ﬁ%&.\ELHV DQG FRQWH[WXDO

EXVLQHVYVY OLQH DUH PDWHULDO IRU WKH DFWLYLW\ D UlHQVIK®UW/B BH\D R
HFRQRPLF DEWQVYPUMIIVLRQ DQG GLVWULEXWLRQ RI

$O0OIHQ FRQVLGHUV WKDW LWV (QHUJ\ 6VORUERNIHL BYMW HP V .3, UHODWHG DFFRXQWLQJ SROLFLHV

EXVLQHVV OLQH LV HOLJLEOH XQGHU WKH IROORZLQJ HFRQRPLF

DEWLYLW\ 6XVWDLQDEOH XVH DQG SURWHFWLRQ7RIHZDWAIY PR ¢RRODWDBPRIQRP\ DOLIQHG HFRQRPLF DFWLYLWLHV
UHVRXUFKWWODWLRQ WR :DWHU DQG 0B WlyHFPHMROWING DV IROORZV

6WRUDJH RI HOHFWULFLW\ LW LV QRWHG WKDW $0IHQ GRHV QRW SHUIRUP DQ\ DFWLYLWLHV

SFFRUGLQJ WR WKH (8 7D[RQRP\ UHIXBBRERG RALYS KIE R DLy Y o R O L B WO L 6 & WOON OBOK Bl O B WR B OV DY G LVEORVH S
HFRQRPLF DFWLYLW\ FRPSULVHV RI 7UDQVLWLRQ WR %L\,UBX)@JH[DG—{\FR@@W‘LR""" Q RREWRQ Q |
‘E[ 3URSRUWLRQ RI &DS([ UHODWLQJ WR DVVHWV DQG RU SURFHVVHV WKDW DUH D
( 7KH FRQVWUXFWLRQ DQG RSHUDWLRWY RFRQERFOAFADFHMHKWIW RQ DQG GLVWUL PLF DFWLYLWLHV QXPHUDWRU RI WRWDO &DS([ GHQRPLQDWRU
VWRUH HOHFWULFLW\ DQG UHW XU QRI i ®WWF Y @UFQWUB YW IDPEDVOVH PDQDJIJHPHQW SOD
WKH IRUP RI HOHFWULFLW\ SODFH 7RWDO &DS([ HTXDOV WKH DGGWRLROR/SHY WM\QBQBIOMO DABUHTXLSPHQW DQG DGC
RI XVH DVVHWYV DV GLVFORVHG LQ QRWH DQG DGGLWLRQV WR LQWDQJLEOH D
2XU HQHUJ\ VWRUDJH VI\VWHPV EHLQJ) RUW VERMUONHH I B WWIHH \FRPSDQ\ LV QRW UHT¥HYYGrWRVWRRNHPRUWLVDWLRQ UH PHDVXUHPHQWYV IDLU YDOXH FKDQJHV DG
ORELOH RU 7TKH%DWWHU\ (OHPHQWYV [FHEPHFE WKHWORGXFW DW WKH HQG RI OLIH HWKHSYH R YQWHKIRRVHRI D ULJKW RI XVH DVVHW DUH QRW SDUW RI WKH &DS(]
IDFLOLWDWLQJ WKH VWRUDJH RI HOHPWUIOW LMW DRSRWWHG LWVHOI LQ WKH (XJRSHDRs&QWRRQ RP FEQ uHODWLQJ WR DVVHWV DQG RU SURFHVVHV WKDW DUH DV
SRVVLELOLW\ WR UHWXUQ LW DW D ODWMNUMKHPIHR O /R X RK LXHSODFH WR HQVXUH UWHRYKPRAUDFWLYLWLHY QXPHUDWRU RI WRWDO GLUHFW QRQ FDSLWDOLVHG F
FRQFOXGH WKHVH DFWLYLWLHY DUH HOHBYFFQOHR XQGHU DFWLYLW\ EXLOGLQJ UHQRYDWLRQ PHDVXUHV VKRUW WHUP OHDVH PDLQWHQDQFH DQG U
ZLWK 67L%DW D SURPLOHQW )RXQGDWL K\/I\_/(éD g)%wv DUH RXWVRXUFHG WKDW DUH QHFHVVDU\ WR HQVXUH WKH F
6XEVWDQWLDO FRQWULEXWLRQ DQGBWRHLBDQGY WKDW SURYLGHV JXLGHOLI QDWRU

6LJQLILFDQW +DUP VROXWLRQV WR FROOHFW UHXVH PDL%@S tb&% HIXYELYK
RU UHF\FOH EDWWHULHYV DOG DFFXyg( SR LB IRUPDWLRQ IRU FDOFXODWLQJ WKH PHWULFV

6WRUDJH RI HOHEWULFLW)\ JDWKHUHG IURP $OIHQ!V DFFRXQWLQJ VA\VWHP DQG
( $OIHQ LV ZRUNLQJ ZLWK D FRPSDQ\HIL LQWHUFRPSD?\ WUDQVDFWLRQV

$OIHQ!V DFWLYLWLHV PDNH VXEVWDQWLE&WROWAR @KW IFRIYWWRHG WR FROOHFW UHXVH PDLQWD

FOLPDWH FKDQJH PLWLJDWLRQ DV WKH FRiplX3E\L B \RHPEORWFOH EDWWHULHYKH HFRQRPLF DFWLYLWLHV LGHQWLILHG FXUUHQWO\

LEXWH WR ROH HOQYLURQPHQWDO REMHFWLYH EHLQJ
PRE GHOLYRUV HQRUJL VWRUDIH VIV RWHFWLRQ DQG UHVWRUDWLRQ RI EFLOQ(BCPLDYVV'#H\#k\’MbQIQ@(EWLJ%WLRQQV EQXW VKRXOG WKH\ °

7KH 'R 1R 6LJQLILFDQW +DUP FULWHUIHFRV\VHHRWQREFHRQPHQWDO ,PSDFW S¥WRMMEKOM) WR VHYHUDO HQYLURQPHQWDO REMHFWLYHV WKHQ
VLPLODU WR HFRQREDRDFEMWWILIRQ DQARU VFUHHQLQJ LV SHUIRUPHG VLPLODY, Wﬁ ZRXOG RQO\ WDNH LQWR DFFRXQW WKH
GLVWULEXWLRE@[RHSWHRWUDRMMI DQGDFWLIWDQVPLVVLRQ DQG GL¥WULEXWIRORrREDWRROWMRILEHWNQXHYV DQG H[SHQGLWXUHV WR RQH

ODULQH 5HVRXUFHV ZKLFK LV DVVHVV#@V%@%}\@&%&FUHPHQWLRQHG HO#QQGHWQ&G%%D@@EMHFWLYH VR WKDW GRXEOH FRXQWLQJ LV
R

3ROOXWLRQ 3UHYHOWLRQ DQG &RQWU
DSSOLFDEOH IRU WKLY HFRQRPLF DF 6LIQLILFDQW +DUPEFAMWHULD wkH

Q\FRQFOXGHV WKDW WKH HOLJLEOH L H H
YXUWKHUPRUH ZH RQO\ DVVHVVHG WKWR DWWL(\Q_WMJD@/WRUDJH 6\WWHPV EXVL HQ@@%wh&E\%éy@QWQDO LQIRUPDWLRQ

SURGXFWLRQ VLWH DQG SURGXFW OHY¥RQVEGRMHEW RIRERRFLAPPLIQHGC DFWLYLMERYRP\ SHYHQXH
OHYHO LV QRW DVVHVVHG DV WKH FRPSDQ\ GRHV QRW KDYH

FRQWURO RYHU WKHVH SURMHFW ORFDWLRQV 7KH ODWWHU DOZD\V 7KH EUHDNGRZQ E\ EXVLQHVV OLQH ZDV DV IROORZV
IDOOV XQGHU WKH UHVSRQVLELOLW\ RI WKH FXVWRPHU JLYHQ

WKDW 7KH%DWWHU\ ORELOH LV QHYHU LQVWDOOHG E\ WKH ,Q (85

FRPSDQ\ DQG DUH DOVR WRJHWKHU ZLWK 7KH%DWWHU\ 6PDUW *ULG 6ROXWLRQV

(OHPHQWYVY FRQVLGHUHG PRYDEOH SURGXFWV WKDW XSRQ (9 &KDUJLQJ (TXLSPHOW

GLVFUHWLRQ RI RXU FXVWRPHUV FDQ EH GLUHFWHG WR

DQRWKHU SURMHFW ORFDWLRQ (QHUJ\ 6WRUDJH B\VWHPV

7TRWDO 7D[RQRP\ DOLJQHG UHYHQXH

7KH UHYHQXHV UHODWHG WR 7D[RQRP\ DOLJQHG DFWLYLWLHYV
SXUVXHG IRU $0IHQ!V RZQ LQWHUQDO FRQVXPSWLRQ ZDV QLO

$O0IHQ $QQXDO 5HSRUW



(8 7D[RQRP\ &DS(]

7KH PDMRULW\ RI RXU &DS([ LV GLUHFWO\ FRQWULEXWLQJ

HJ QHZ PRXOGV IRU 6PDUW *ULG 6ROXWLRQV RU ZLOO EH
GLUHFWO\ FRQWULEXWLQJ LQ WKH QHDU IXWXUH H J
FDSLWDOLVHG GHYHORSPHQW WR RXU EXVLQHVV OLQHV
+RZHYHU LQYHVWPHQWY ZHUH DOVR PDGH LQ ,7
LQIUDVWUXFWXUH DQG GDWD VHFXULW\ DV ZHOO DV JHQHUDO
VWDII UHODWHG &DS([ ZKLFK DUH ERWK ODEHOOHG DV KHDG
RIILFH FRVWY DQG DUH WKHUHIRUH QRW GLUHFWO\
FROWULEXWLQJ WR RQH RI RXU WKUHH EXVLQHVV OLQHYV
+HQFH WKHVH DUH QRW FRQVLGHUHG HOLJLEOH DQG DOLJQHG

7KH EUHDNGRZQ E\ W\SH RI &DS([ ZzDV DV IROORZV

,Q (85
$GGLWLRQV WR SURSHUW\ SODQW DQG HTXLSPHQW RZQHG

$GGLWLRQV WR SURSHUW\ SODQW DQG HTXLSPHQW ULJKW RI XVH DVVHWYV
$GGLWLRQV WR LQWDQJLEOH DVVHWVY DQG JRRGZLOO
7RWDO 7D[RQRP\ DOLJQHG &DS(]

(8 7D[RQRP\ 2S(]

$00 RI RKVW @BYUHFWO\ FRQWULEXWLQJ RU ZLOO EH

GLUHFWO\ FRQWULEXWLQJ LQ WKH QHDU IXWXUH WR RXU WKUHH
EXVLQHVV OLQHV DQG DUH KHQFH FRQVLGHUHG HOLJLEOH DQG
DOLJQHG

7KH EUHDNGRZQ E\ W\SH RI 2S([ ZzDV DV IROORZYV

,Q (85

1RQ FDSLWDOLVHG UHVHDUFK GHYHORSPHQW FRVWYV

ODLQWHQDQFH DQG UHSDLU FRVWV

&RVWY UHODWHG WR GD\ WR GD\ VHUYLFLQJ RI DVVHWYV

7RWDO 7D[RQRP\ DOLJQHG 2SH]

7KH H[SHQGLWXUHVY UHODWLQJ WR WKH GD\ WR GD\ VHUYLFLQJ
RI DVVHWV VROHO\ UHODWH WR FOHDQLQJ FRVWYV

$OIHQ $QQXDO 5HSRUW



(8 7TD[RQRP\ .3, GLVFORVXUH WDEOHYV

7KH .3, WDEOHV LQFOXGHG RQ WKH QH[W WKUHH SDJHV
VXPPDULVH WKH RXWFRPH RI $OIHQ!V DVVHVVPHQW RI LWV
UHYHQXH FDSLWDO H[SHQGLWXUH &DS(] DQG RSHUDWLQJ
HISHQGLWXUH 2S([ 1RQH RI WKH FDSLWDO DQG
RSHUDWLQJ H[SHQGLWXUHY UHODWH WR D VR FDOOHG &DS(]
SODQ IRU DOORZLQJ 7TD[RQRP\ HOLJLEOH HFRQRPLF
DFWLYLWLHY WR EHFRPH 7D[RQRP\ DOLJQHG

7KH FRPSDQ\ GRHV QRW KDYH DQ\ LVVXHG

HQYLURQPHQWDOO\ VXVWDLQDEOH ERQGY RU GHEW VHFXULWLHYV
ZLWK WKH SXUSRVH RI ILQDQFLQJ VSHFLILF LGHQWLILHG
7TD[RQRP\ DOLJQHG DFWLYLWLHV

(8 7D[RQRP\ 5HYHQXH

,Q (85 . . | "16+ &5,7(5,%
68%67$17,$/ &2175,%87,21 &5,7(5,% 'RHV 1RW 6LJOLILEDQW +DUJP
(FRQRPLF DFW L WIRMGLIH V 7XUQRYWRISRUWORPDVEIOLPDWBWHUSROOXVWILRIGXODRILR| &OLPDV&OLPDWBWHU3SROOXVRILRGEXODILR| OLQLPXPD[RQRRADWHJIRIDWHJIRU\
RI FKDQJHFKDQJH (FRQRPGLYHUVAKNDQJIHFKDQJH HFRQRMLYHUVDWAIXDWD®YLJQH®DEOLQUUDQV
WX UQRFIHWL J DDMGILRSW DW LR Q PLWLJDDABLLRSWDWLRQ SURSR UDFMRQ LWWRR QDO
<HDU 1 RI DFWLYLW\ !
WXUQRYHU
\HDU 1
&XUUHQF\ <1 1@ 11 1 11 1€ 1 11 1(U<1 <1 <1 <1 <1 <1 <1 ( 7

$ 7%$:;2120< (/,*, %/( $&7,9,7,(6

$ (QYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHV 7D[RQRP\ DOLJQHG

6PDUW JULG VROXWIZRQQVPLVVLRQ DQG GLVWULEXWLRQ RI HOHFWULFLW\1 (/ 1 (/ 1(/ 1 (/ < < < < < < < (

(9 FKDUJLQJ HTXLSPHODMVPLVVLRQ DQG GLVWULEXWLRQ RI HOHFWULFLW\1 (/ 1 (/ 1/ 1 (/ < < < < < < < (
(QHUJ\ VWRUDJH V\VWWRWUDJH RI HOHFWULFLW\ < 1 (! 1(/ 1 (/ 1/ 1 (! < < < < < < < (
7XUQRYHU RI HQYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHV

7D[RQRP\ DOLJQHG $

21 ZKLFK HQDEOLQJ < < < < < < < (

21 ZKLFK WUDQVLWLRQDO < < < < < < < 7

$ 7D[RQRP\ (OLJLEOH EXW QRW HQYLURQPHQWDOO\ VXV Di_(e/DEOEI P/FWLfL(YVLH\i (/
QRW 7D[RQRP\ DOLJQHG DFWLYLWLHYV

7XUQRYHU RI 7D[RQRP\ HOLJLEOH EXW QRW HQYLURQPHQWDOQ\ VXYWDLQPEOH
DFWLYLWLHY QRW 7D[RQRP\ DOLJQHG DFWLYLWLHV $

7RWDO $ $
% 7$:2120< 121 (/,*,%/( $&7,9,7,(6

7XUQRYHU RI 7D[RQRP\ QRQ HOLJLEOH DFWLYLWLHV %

7TRWDO $ %

BURSRUWLRQ RI WXUQRYHU 7TRWDO WXUQRYHU

$OLIJQHG SHU
REMHEWLYH (OLJLEOH SHU REMHFWLYH

& &0

&&$
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(8 7D[RQRP\ &DS(]

,Q (85

68%67%$17,%$/ &2175,%87,21 &5,7(

5 5 '16+ &5,7(5,%

'RHV 1RW 6LJQLILFDQW +DU

P

(FRQRPLF DFW L RIRMGLIH V

$EVROBWRSR

UWORRDWKLPDWBWHU3ROOXWILRIE@ X O DILR

&OLPDWKWLPDWBWHU3IROOXWILRIE@ X O DILR

OLQLPXPD[RQRRADWHJRIIDWHJIRU\

&DS([ RI &DS(FKDQJHFKDQJH (FRQRPGLYHUVAKNDQJIHFKDQJH HFRQRRLYHUVDWAIXDWD®WLJQH®DEOLQUUDQV
PLWLJDDABLCRSWW D W LR Q PLWLJDDABLCRSQV D W LR Q SURSR WDFMRLY LWWRR QDO
Rl &DS (][ DFWLYLW\ !
\HDU 1
&XUUHQF\ <1 1@ 1 1@ 1 1€ 1 1€ 1 16 1 1(@<1 <1 <1 <1 <1 <1 <1 ( 7
$ 7%$;2120< (/,*, %/( $&7,9,7,(6
$ (QYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHY 7D[RQRP\ DOLJQHG
6PDUW JULG VROXWIZROQQVPLVVLRQ DQG GLVWULEXWLRQ RI HOHFWWULFLW\L (/ 1 (/ 1/ 1 (/ (
(9 FKDUJLQJ HTXLSPHUDMVPLVVLRQ DQG GLVWULEXWLRQ RI HOHFWULFLW\1 (/ 1 (/ 1 (/ 1 (/ (
(QHUJ\ VWRUDJH V\VWWRWUDJH RI HOHFWULFLW\ < 1 (/ 1/ 1 (/ 1/ 1 (/ < < < (
&DS([ R HQYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHV
7D[RQRP\ DOLJQHG $
21 ZKLFK HQDEOLQJ < < < (
21 ZKLFK WUDQVLWLRQDO 7

$ 7D[RQRP\ (OLJLEOH EXW QRW HQYLURQF
QRW 7D[RQRP\ DOLJQHG DFWLYLWLHV

HQWDOO\ VXV

WDLQPEOH BFWLYLWLHY 4 (

&DS([ RI 7TD[RQRP\ HOLJLEOH EXW QRW HQY,
QRW 7D[RQRP\ DOLJQHG DFWLYLWLHV $

LURQPHQWDOC(

D\ \.{X(YWDLlQHEOHlD('/:WLYlLWLHVl 4 (

7TRWDO $ $

% 7$;2120< 121 (/,*,%/( $&7,9,7,(6

&DS([ RI 7D[RQRP\ QRQ HOLJLEOH DFWLYLWLHV %
7TRWDO $ %
BURSRUWLRQ RI &%$3(; 7TRWDO &$3¢(;
ﬁ(ék/l‘]HQFHWGLsHHU(OLJLEOH SHU REMHFWLYH
& &0
&&$
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(8 7D[RQRP\ 2S(][

,Q (85

68%67%$17,%$/ &2175,%87,21 &5,7(

5 5 '16+ &5,7(5,%

'RHV 1RW 6LJQLILFDQW +DU

P

(FRQRPLF DFW L RIRMGLIH V

$EVROBWRSR

UWORRDWKLPDWBWHU3ROOXWILRIE@ X O DILR

&OLPDWKWLPDWBWHU3IROOXWILRIE@ X O DILR

OLQLPXPD[RQRRADWHJRIIDWHJIRU\

2S([ RI 2S(] FKDQJHFKDQJH (FRQRPGLYHUVAKNDQJIHFKDQJH HFRQRRLYHUVDWAIXDWD®WLJQH®DEOLQUUDQV
PLWLJDDABLCRSW D W LR Q PLWLJDDABLCRSQV D W LR Q SURSR WDFMRLY LWWRR QDO
RI 2S(] DFWLYLW\ !
\HDU 1
&XUUHQF\ <1 1@ 1 1@ 1 1€ 1 1€ 1 16 1 1(@<1 <1 <1 <1 <1 <1 <1 ( 7
$ 7%$;2120< (/,*, %/( $&7,9,7,(6
$ (QYLURQPHQWDOO\ VXVWDLQDEOH DFWLYLWLHY 7D[RQRP\ DOLJQHG
6PDUW JULG VROXWIZROQQVPLVVLRQ DQG GLVWULEXWLRQ RI HOHFWWULFLW\L (/ 1 (/ 1/ 1 (/ (
(9 FKDUJLQJ HTXLSPHUDMVPLVVLRQ DQG GLVWULEXWLRQ RI HOHFWULFLW\1 (/ 1 (/ 1 (/ 1 (/ (
(QHUJ\ VWRUDJH V\VWWRWUDJH RI HOHFWULFLW\ < 1 (/ 1/ 1 (/ 1/ 1 (/ < < < (
2S([ RI HQYLURQPHQWDOO\ VXVWDLQDEOH PFWLYLWLHV
7D[RQRP\ DOLJQHG $
21 ZKLFK HQDEOLQJ < < < (
21 ZKLFK WUDQVLWLRQDO 7

$ 7D[RQRP\ (OLJLEOH EXW QRW HQYLURQF
QRW 7D[RQRP\ DOLJQHG DFWLYLWLHV

HQWDOO\ VXV

WDLQPEOH BFWLYLWLHY 4 (

2S([ RI 7D[RQRP\ HOLJLEOH EXW QRW HQYL
QRW 7D[RQRP\ DOLJQHG DFWLYLWLHV $

URQPHQWDOO\

V)&V(\/}IDLQ]-DF/OH QF(\IyLYL]}NhHV 1/ (

7TRWDO $ $

% 7$;2120< 121 (/,*,%/( $&7,9,7,(6

2S([ RI 7D[RQRP\ QRQ HOLJLEOH DFWLYLWLHV %
7TRWDO $ %
SURSRUWLRQ RI &%$3(; 7TRWDO &$3(;
$OLJIQHG SHU(OL.]LEOH SHU REMHFWLYH

REMHFWLYH

& &0

&&$
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& TXHQWO\ WKH UHVWUXFWXULQ L Sp Z 0@ (G H LW FDUHHU JURZV
6RFLDO L Q IRUPDW LRgqu-lDGFRXQW DQG WXUQRYHU UDWLgé%Mv}\?Kl%HF{F?g_QWRPL.W WRSLFVRXUV?O\PHQ\-}]?V?W}EH@LQLPXP VWDQGDL

UHSRUWLQJ SHULRG 'XULQJ ZH SU RVPLQDQWO\ VDZzZ FRPSUHKHQVLYH UHPXQHUDWLRQ SDFNI

 OWURGXFWLRQ WR VRFLD ®Q (RFRYIVB \WJ YVRELDO GLDORJIXH DQG WKH ILUVW EH\RQG WKH DJUHHPHQW %\ RIITHULQJ I
Q Q LPS(OII)_FDWLRQV LQ HPSOR\HH WXUQRY%Z’QUZ{BL@NWUIE@HZ:LR)QNLQJ FROGLWARDVYDWLRQ DQG EHQHILWY SDFNDJ
‘H DUH FRPPLWWHG WR KDYLQJ D VRFMHPESRVYOWW FRQMELDHFWY :H UHFRJQLVHRWOWKDMFWKHY WHERJBIDLQLQJ FRY HILWOAMUD BV Q6 RIHMWOIDQ Q WDOHQWHG HP!
ZRUNSODFH WKDW UHVSHFWV KXPDQ WKIDEWRI SURBRWHWXPOOWXRXV SHULRSLIRO RXXH

EHLQJ DQG YDOXHV GLYHUVLW\ DQG IZRANXRURE EG@FOXBHQMWPDQDJHPHQW SURYLGLQJ DGHTXDWH ZDJHV SUHVHQW

LV WKH ULJKW WKLQJ WR GR DQG VWUHQIWKHQV RXU, &ROOHFWLYH EDUJDLQLQJ FRYHUDJH B§’<¥V5’|Q§WU‘B8SZWQIQLH®W $OIHQ RSHUD\
RUJDOLVDWLRQ %DVHG RQ RXU '08 ZH LGHQWLILHG VRO G ViR DO LQWHQVH FRPSHWLWERQ IRU WDOHQW
ZL

UHODWHG VXVWDLQDELOLW\ WRSLFV KLQ (656 6 2ZQ DUH HVSHFLDOO\ VFDUFH 1RW RIIHULQ
%\ IRFXVLQJ RQ LQGLYLGXDO VWUHQJWKWN IRUFRIVIMIG® 56 6 :RUNHUV LQ W KH EYHOODHHY I KIDKQWD Y RUNLQJ FRQGLWL K@Y @I OHD GIRER LQFUHDVHG VWDII WXL
FXOWXUH RI LQFOXVLRQ ZKHUH SHRSOCPHD WRIOODERYIDWKN ZLWKLQ (656 6 Z H\LGW OV D AAVAIGR DL WK LMVHW W LQJ WKH ULJHRSDRUKMH PRERQELWKR®M IDFWRUV FD(
HITHFWLYHO\ DQG FRQWUDVWLQJ SHU\ZRHMAWQYHVR QGLWH YV FROOHFWLYH EZH) FDIQQKQY HF RYSIRADLUWLYH LPSDFW RQ LIPS FW SSFHUIBW L R/EXY HIILFLHQF\ LQF
IRUZDUG 7KLV FRPPLWPHQW WR LQFOXWHRRDIWHQRMW HAXBYWG VRFLDO GLDORUKEURY POWWKHDO FREDOH DQG ZH O ODEHE QWU BIOQ H Q IRBRNMW HVQG GDPDJH WK
HVVHQWLDO IRU VRFLDO UHVSRQVLELUKW\V\LW\SILIVVIX’Q_@'HQH\QKVI’DOPSRUWDQFHLQ|D(HBQWKUDZ)IQN\KDI])H&/\R\OOHFWLYH /IDERBSYVEDWHIRRH PWQ G&UY® WXUQ LQIOXHQFI
WR DFKLHYLQJ RXU VWUDWHJILF JRDOVZH QG \EXVGEHEQILBDOO\ FDOOHG LW RXWHFW DYWHSROOMHW XE EPEIDLQLQI SHDGRUWRQPH U7XKBIHUYVN RI EHLQJ VHHG
UHVLOLHQW RUJDQLVDWLRQ WRSLF ,Q DGGLWLRQ ZH LGHQWLILHG MSUR MABDIR WNIHPWPRIQGW. WLRQV D Q GXEPW WD FHWPISOR FRPSDQ\ WR ZRUN IRU
VXE WRSLF DV PDWHULDO $0IHQ!V RZEHRSHURW LIRYWBBLQRW SRVLWLYH DYGJIJRQROLFDER DWYNHVR RXU FRPSHWLWL
2XU &RGH RI &RQGXFW DORQJ ZLWK RXll 6 XpS{HHPrgy JUvN RI LQFLGHQV\[J\H%ID\V\RURRJ-MKLS EHW@ZHHQ WK H FRPSD%KU@@JHLV\H/QZ\RDQKRIU)F\MXUH VXFFHVV
&RQGXFW UHIOHFWV RXU GHGLFDWLREQRWEWRIRY\URlY FRIWEXSDERXU *LYHQRXHXEXWPGIOWYHAR/G MOKH H[LVWHQFH RI D &/$ VHUYHV DV D
DQG HTXLWDEOH ZRUNLQJ FRQGLWLRGQY, Gfk FIRWFWHH VI JQLILFDQW QHJIDWLYROLRS DEXOGR @ IRXY IRU ZRUNLQJ FR Q@R MEPHQG LIDORIWY L 0 J
HYHU\RQH ZH ZRUN ZLWK WR XSKROG WXNVE YIRS BYYD UHVXOW RI RXU RZQLRSIEUDIVIXR QW IRHQWY RQ DVSHEWYV,

IpFENTE R RQI HPSKDVLY R
0 $OIHQ PDGH WKH GLIILFXOW GHEHYPREBWE QJ EXVLQHVYV UHODWLRQVEDSHR QOREBHQW FRQWUDFWYV OHDY%%?? Bg WE%%&%&%FLDO GLDORJSF
LPSOHPHQW DQ RUJDQLVDWLRQDO ULJRWMWAYYIRHWIRIG WD QKH FKDLQ ZH VSHF DIGEDWORQGHWWRUMGD EDVLV IRU pPp Q v H 85‘}]63(?(9 FRRSHUDWLRQ EF

FRPPXQLFDWHG LQ 2FWREHU LW zLOdRMFEHrRABRBERXU DQG KHDOWK DQG VD HIWL WD PO B D ILDHQWXEWUXFWXUH DQG HPSOR\HHV WR DGGUHVV YDULRXYV
ZRUNIRUFH E\ a (PSOR\HHV LPSDFWWEEEW R4 Y H7KH LPSDFWV ULVNV DQG RSSRUWXQLWLHY RI XOLWLHY DOG DGYL
QW RMARYAH FREOOIHAVELYH EDUJIDLBYYS D BUHRRBDEW XQ Q
RUJDQLVDWLRQ UHFHLYHG QRWLFH LQVKWIPERWHULDO WRSLFV DUH KLIKOEZRWWE E z BENERN FRAGEOWBHELYLRQ H J WKH DC
E{ D GHHSHU DQDO\VLV RI HDFK PDWHUOP S8Ry MOV WREWLRQ DQG HQJDJ dr Q
+RZHYHU WKH PDMRULW\ Rl LPSOLFDWR@QRN ZZIQUOV EIF AR RIQ) UHGXFLQJ WXUQRYHU DQG DEVHQWHHUWN MIPFURMIRQI = S$OIHQ KDV HYYHQWL
YLVLEOH GXULQJ DV WKH LPSDEWHG HPSOR\HH SURGXFWLYLW\ DQG FRQWULEXWLQJ WRPE YWMQR @ F Nk MEHTHTRUNYV &RXQFLO \
FROQWUDFWY ZLOO QRW HQG EHIRUH 0DUFK FXOWXUH ZKLFK FDQ SRVLWLYHO\ LPSIPEWRUKH FRWIYORRWLRQ VXUYHIV WR

ILQDQFLDO SHUIRUPDQFH ORQJ WHUP Rl $OIHQ V NH\ VWDNHKROGHU JURXSV
HVVHQFH LW LV KRZ $0IHQ PDQDJHPHQ

$V D FRPSDQ\ ZH UHFRJQLVH WKH LPSRPW®R\FHRI PWIOH:V DQG WKH RWKHU ZC
VRFLDO SURWHFWLRQ IRU RXU HPSOR\HHV RIITHUHG WKURXJK

WKH &/$ +RZHYHU WKHUH DUH VHYHUBDOUHERNQ@LYKR WHKRNW DRWRITHFWLYH VRF
DFFRXQW IURP DQ RUJDQLVDWLRQDO SROYBMHW NI QREFKHPDRRUDOH VDWLVIDF
ODERXU FRVW LQFUHDVHV YLD QHJRWEBWHSLY HJARUN R WXUH HQKDQFLQJ
ZRUN VWRSSDJHV DQG OLPLWHG IOH[EEO®L W LZ&] FXSHERXDORPPXQLFDWLRQV IR

QHJDWLYHO\ LPSDFW WKH ILQDQFLDO BRNLRY PFFPSOR\HHYV IHHO YDOXHG DQG |
SRVLWLYHO\ LPSDFW FROODERUDWLRQ

$GHTXDWH ZDJHV EHWZHHQ PDQDJHPHQW DQG WKH ZRUNI

EHW W LVLRQ PDNL KLJKH
‘H EHOLHYH DGHTXDWH ZDJHV DUH DQO%H%WgQ\é v Q VQJ JKHU SU
FRPSRQHQW RI ZRUNLQJ FRQGLWLRQV % 58 dBWH

MRE VDWLVIDFWLRQ 3URYLGLQJ DGHTXDPWHKH RWRHIRKWBIEVSRRU PDQDJHPHC
ILQDQFLDO VWDELOLW\ ,Q WXUQ LW QRDEBVLWRPRIWOARWNY GXH WR LQFUHI
HPSOR\HHV UHGXFHV WXUQRYHU UDWHNXUQRY HQFOEDMBWHHLYVP VWULNHV D
SURGXFWLYLW)\ LVVXHV DULVLQJ IURP ZRUNSODFH FRQI

$Q DGHTXDWH ZDJH VKRXOG DW OHDV@H W \IEPBSI%%\%%?& SDUQ%G())(;Y/V\I;YRLIV\\/I
WR FRYHU EDVH H[SHQVHV VXFK DV If_hg Dg UDOO EXVLQHVV SHUIRUPI
KHDOWKFDUH DQG HGXFDWLRQ ,QDG D H\é JHV PD&

H[DFHUEDWH ILQDQFLDO LQVHFXULW\ GLPLQLVK HPSOR\HH

$O0IHQ $QQXDO 5HSRUW



2ZQ ZRUNIRUFH :RUNLQJ FRQG ISWIHRQAVVEQBWHJI\ :H UHFRIQLVH WKDWDDQ@IQUHDYE VNLOOV GHYHORSPHQWURP ORFDWLRQV ZKHUH WKH KHDOWK [

UHODWHG ULJKWY +HDOWK VBRHMWRUFH EULQJV PXOWLSOH SHUVSHEWLYHY WKDW HOKDQFH ZRUNHUV FRXOG EH DW JUHDWHU ULVN
FUHDWLYLW\ DQG LQQRYDWLRQ ,Q Wﬁ@d”@/l@@@\ﬂéﬁd’ﬁ%&'ﬂ@%ﬁ@ DW WKH WHRMELPRDWLHRUHIURQW

'LWKLQ WKH VXE WRSLF #:RUNLQJ &R QEGAWW/ KD WQ ZHUVWDQG GLITHUHQW FXPWRPHIRLBHBVERWY dyyR QO DFKLHYDEOH E\ JURZLQJ DQG

VLQJOHG RXW WKH VXE VXE WRSLF RI #WHIDKQLK D@ GFEDMHWHQIHV ZLWKLQ WW@@%@%%{%M@EQWBE%&WL 6LQFH ZH DURIZDWFWR Y B DLQGCWKH) SRRU HQIRUFHPHQV

DV LW LV FULWLFDO WR $OIHQ *LYHQ PVDKH @D ¥WWK PR WKRH RBOSWDEOH DQG UH YL DQG IDVW FKDQJILQJ HQHUJ\ WIIHQWMLIWURZIR IMHQNH® WKH YDOXH FK!
SURGXFWYV DQG VHUYLFHV RXU HPSOR\HHV ZRUN ZL WR HQVXUH WKDW RXU ZRUNIRUFH LV IDRGPIHOA D BVOHH LW 8DFMZRQ WKHVH ZRUNHU

W K
HOHFWULFEDO FRPSROHOWY WKDW FDG ERHWRLE PRWWH-MiLHY DV D PDQXIDRMAXME D VRLRHIMBWE LWEBKQRORJILHY  HMEHFLIDQWY FREFBU *LYHQ WKH HOHFWU
ZLWKLO RXU SURGXFWLRO HOYLURQP CSR Uqu Z2KLEK LV W\SLFDOO\ D PGS BRWEAQWHGHQFH ZH SURYLGH HGUFRGAKIFRAY D& H SRWHQWLDO LPSDFW R
L OWHJUDWLRO RU LO ZRUN RO SURM HER ARV SUQGHU GLYHUVLW\ LV HRYRODWRHMF WRDRIXU HPSOR\HHV WR L PFRRXRO/GH BMKWHU\ VHULRXV ZKLFK LV ZK\
FROVHTXHQWO\ RSHUDWLOJ LO D KLJ KPS Y WP QR W UX2’K|-P§'L"\/@ RSHUDWHWQR2WKIGE MR PEQOHWLHY DQG MRE SHWKRUWRGER PQWWURQO\

0 U ZKHUH WKH IIRYUH WBIFHK GHRUDFG! QWDOBY DQG VDIHW\ UHTXLUHPHQWY EXW DOVR
FRPHV WR WKH KHDOWK DQG VDIHW\ R{%R B
. Q R bR P SR Y LV IRU VRFLDO VNLOO GHYHORSPHQW 'RLOPGRLRLEX LYK LRFLGHQWYV FDQ St
LWRRXW WKH ULJKW PDQDIHPHQW DQE BHDYAY . LPSDFWV LQGLYLGXDOV E\ LQFUHDVLPIVWKREQMREWK VXFK FRPSDQLHV FDQ
OHDG WR VLJQLILFDQW ULVN SULPDULQY WY RERUHP SRRKBYWU! D YHU\ GLYH ﬁ,ﬁ

L
I‘d:\)FQ O (@)
ZHOO EHLQJ EXW DOVR IRU WKH RUJDIUYPNORE, Bb BoERT 0bWLRQDOLYGHTL g NaRs e S SR LD O oy, MLe LA DO CR QRW ZDOW
A

+HDOWK DQG VDIHW\ PHDVXUHV DUH FBt W1%H RBPADIBPYFRVVHVVHV VLIRQR blg W VLY DNE VKBS RYHRuPDQFH ZLWK VXFK LQFLGHQWYV DQG GRZQVWU
ZRUNSODFH DFFLGHOWY LOMXULHYV V%%%LF% & 24 GHPSORVHHV WKDW GR QRW IHHO LQFOXGHG QRW ZDQW WR SXUFKDVH SURGXFWV ZK
L

¢
LOOQHVVHV +DYLQJ VXFK PHDVXUHV ED W WKW |FHQEWRFOXGHG DUHH REFAPQMN W@\ SWREHGLQJ WUDLQLQJ BRW HQHW HDRGPHQMWXUH ILHOG WHFKQLF
HPSOR\HHV E\ SURPRWLQJ WKHLU SK\WPI OL&”_I'—I WREHG ZLWKLQ WKH R UUHDWRXDMHAR R U DIXGI WD\HUV RI WKH REDDI LWDS\ILRQL AXQOSDOWDSSOLFDEOH W

ZHOO EHLQJ DQG UHGXFLOJ DEVHOWHHP YR PHQW GULYHV KLIKMUKORXBMORRU $OIHQ $FDGHP\ IRU PRWQDEHWIDIR) RMHHSURGXFWV EHLQJ RSHU

WKHVH PHDVXUHV FDQO OHDG WR D WR@H: FVHEQWLRQ DQG RXTUUBRRIMQ\!\6 RYGIOD OY HORSPHQW VHFW&UBQQWGH;.&E\B}FW-LVLW ZDV FULWLI
LOQFUHDVLQJ VWUHVY OHYHOV DQG HP LVVDWLVIDFWLROQ ZH VHH DQ LQFUHDVLQJ UROH IRU H OWBD®L WK HZ PQHEINVVXH LQ RXU VX

DQG XOWLPDWHO\ OHDGLQJ WR KLJIKHbYA¥HQRMHYH ARG Y HUVLW, DV DO RS SRRy AR WL H ZDL Rl OHDUQLQJ 2HDU RAG/ GRONF ORI DQ\ VDIHW\ ULVN W

LQFUHDVHG FKDQFHV RI VHULRXV LQFh6 EoWMy $OE wWKLRRPOR D&Y EULIK W Y, %@EM’éW@H@‘MWH@EM’%[\;HV VXSSRUWZRRXUQIERQLWA\WHR DWWUDFW

FRXOG OHDG WR ILQDQFLDO FRQVHTXRQEHYR VX RS B¥WRIWVDO FDQGLGDW%%UwE&%%%%ﬁ?@WﬁzﬁEE WﬁFYKJSCNFS&EHR@J553Hg§ﬁvqg§4/%\,\6c5\é VDIHW\ DV D #C
DQ

DVVRFLDWHG ZLWK ZRUNSODFH DFFLGHRIMOR\EBUNHAKRLFH LQ D WLIKW O DERKUr R BHNHWoQR. PP W Whdo 6 H[SHFW WKDW PRVW RI RXU FRPSH!

X
T

=
Eas

FRPSHQVDWLRQ FODLPV OHJDO OLDERQLWhEYRLURHE VYHPYINIURXQG VDPH ZH GR QRW VHH PXFK XSVLGH SR!
LQVXUDQFH SUHPLXPV DQG GDPDJH WR WKH FRPSDQ\ V 'QFLGHQWY_OHDVXUHV DIJDLQVW YLROHMHH DEGEXVWRPHUV ZLOO H[SHFW WK
UHSXWDWLRQ *HQGHU HTXDOLW\ DQG HTXDO SD\ IRUBRBNIHHWRS WKH ZRUNSODFH LO RXU RSHUDWLRQV

YDOXH
H DLP WR FUHDWH D VDIH ZRUNLQJ HQYLURQPHQW IRU DOO 7KHUH LV R SODFH IRU YLROHQFH DQ®& § RYPYY PIH® W KHRYB O X H FKDLQ 2

HPSOR\HHV E\ DGKHULQJ WR WKH KLJRNHW WKIHWDVW IHZ \HDUV ZH KDYH VHHQ§Q8FEHPVILQN RFFXUV LW FDO OH WLSTH R
VWDQGDUGV DQG ZH H[WHQG WKLV D IDPVWR G\MWLRQQDR HTXDOLW\ LQ RXU RYHYPOARYWRHNRKRESHE \HH VWUHV(\Q, Gﬁ?ﬁuﬁvﬁy\ﬁ%% W ¢RYPNRUFHG ODEF

ZRUNHUV RQ RXU SURMHFW VLWHV $ QREXVADSHIHWLVUHRROEGHY VSHFLILE Jkid ¥ PRIN-RRY WRcDSKWHHWLDO KD Uy Wi (5K VLF R A ULBS Y DOG SURGXEWY <
LV DQ RSSRUWXQLW\ WR GLITHUHQWLDMRH DXQUGLQHBRMW RQ H J E\ WKH 6RFpI (\?\/bFORQIPerWQjKHUHIRUH _— LPS@@FEH@UV%QS%@DM%‘Q RQULJLQDWH .
PDQXIDFWXULQJ DQG HOHFWULFDO LQS/ONDIC0 GIHW L R HZIDUELW HPSOR\HHV HT YD Y RU WESHQFH WR SURPRWH D VD HhY VG R MKHNORZ O KXPDOQ ULIKWY F
PDNLQJ $OIHQ WKH SUHIHUUHG SDUW QP HRIREXNVWRPBEUG MM RI JHQGHU R ERTWIVR%REG RQPHQW FROQWKHESRWRGWD O RU IRUFHG ODERXU

N HQYLU
VXSSOLHUV FUHDWHV D PRUH MXVW ZRUNSODFH ) | 3
UHIOHFWYV RXU FRPPLWPHQW WR |D|_um%%}@%ﬁgggﬁﬁbéSQgHQWDo KHD QN IO LBRGFRYIFY ROAIMRA(SSO\ FKDLQ SX

2ZQ ZRUNIRUFH (TXDO WUHDWPWGO®RIDVVGRXU GLYHUVH DQG LQFOXVLYH ZRUNSODFH DV \F/RXQ;’QVULHV FEXSOUGD;’VV\TLHFUHHV'RUH HLWKHL
RSSRUWXQLWLHV IRU DOO UHIOHFWHG XSRQ DERYH :H EHOLHYH:WHRRXHFRDRRPPKQLFDWLQJ FOHDUOV RXBRERE N

ZKR SHUFHLYH WKHLU FRPSHQVDWLRQ&BQGHEW D FFRONH. QJ FKDQQHOV WR $\f SRWW kRBbGHQWYGDYDIHW\ SXUFKDV
'LWKLQ WKH VXE WRSLF #(TXDO WUHDWPWOW WRG DQG HQJDJHG ,Q WXUQ WKENVOHBEGM WWR XKRVYKNHBEOH PDWHULDOV WKDW LQYROYHG IRUFHG O
RSSRUWXQLWLHY IRU DOO$ ZH LGHQWURIBEFWDWMWMWYLDAB2AHE WXUQRYHU DQG LWV DVVRFLDWHG FRVWYV $0IHQ!V UHSXWDWLRQ DQG FRXOG UHYV
VXE WRSLFV GLYHUVLW\ JHQG H D HTG®ION MR QD GHET XD G CED\ DOVR VW UHQBWRHOWWRX® WKH YDOXH FKDLQ rxRMNPRYY GHFLGH WR SXUFKDVH SUR
SD\ IRU ZRUN RI HTXDO YDOXH WU RUID@L POWG LRIBDOFXOWXUH RI WUXVW RQUPRWIRODVF\ RABOWK DQG VDIVKR¥SOLHUV ZKR FDQ JXDUDQWHH WKH F
GHYHORSPHQW DQG  PHDVXUHV DJDLMIMMNYROHQFH DQG ODERXU IURP WKHLU VXSSO\ FKDLQV *L

KDUDVVPHQW LQ WKH ZRUNSODFH $V D EXVLQHVV WKDW LV FRQQHFWHG
SWWUDFWLQJ IHPDOH WDOHQW WR RYWSEHRAWRS LY FKDR GHOAN D00 UGG e b ZRD & Lt/ DNH DO VXV SH

'LYHUVLWA :H EHOLHYH WKDW JHQGHU HTXDOLW\ & ¥y SyVIUIT s FWHWHWRYPSDFWV ZRUNHUV RSHUDWLQUJ LQ

. DWWUDFWLQJ PRUH ZRPHQ WR RXU RUIRRHWRWLR D EHDGIHRQVY ZKHUH WKHUH LV D ULVN WKDW QRW DOO
‘H DUH FRPPLWWHG WR FUHDWLQJ D H ML YaH
ZRUN HOYLURQPHQW ZKHUH HYHU\RQG\}”QHWNVHYQDQOXHJQ\EDQQ)%\)'EHVFULEHG LQ MM&FED B LY IHIKW-W D § BUPFERRE VWDQGDUGY DUH XSKHOG WR WKH

UHVSHFWHG DQG EHOLHYH LW LV HVVHOWLDBO WR DFKLHYLQJ VDPH GHJUHH 2XU SURGXFWV PD\ WKHUHIRUH EH VRXUFHG

$OIHQ $QQXDO 5HSRUW



ILNHZLVH ZH DOVR VHH SUHYHQWLQJ $WKMHHBRVHHRIGI RIHPHR® B\HHY RI| ZKLFK
ODERXU DV D #OLFHQVH WR RSHUDWHED® G SRUPDPW HH)SWHFRQWUDFW 7KLV LTtV DQ LQFUHRDVH TURP
XSVLGH SRWHQWLDO LQ WKLY DUHD D IRVW WHWOMWWNWRPHBKLFIKOIOY SULPDULO\

H[SHFW WKLYV DV WKH EDUH PLQLPXP X BXD \R RUDMKIHRQNVWUXFWXULQJ
FRQWUDFWY ZHUH QRW UHQHZHG
3URFHVVHYVY UHODWHG WR SROLEFLHV WDUJHW VHWWL

DQG DFWLRQ SODQV

*RLQJ IRUZDUG IURP
+5 OHDGHUVKLS ZLOO UHIOHFW RQ WKH SHUIRUPDQFH RI

VRELDO PHWULFV Rl ODVW \HDU DQG IRUPXDONWH YW ROV WR
UHDFK WDUJHWV VHW IRU FRPLQJ \HDUgV

1RQ HPSOR\HHV EX(DYHUDJH

d\la!&HQ E\ WK H v bYW
+ AHOARSR UW B1\P G IRERXW\
6HOI HPSOR\HG

,QGLUHFW 7RWDO 'LUHFW ,QGLUHFW 7RWDO

J
1RQ JXDUDQWHHG KRXUYV F?QQWUDFWV7BWPIOLQ JHQHUDO RQO\
XVHG LQ FDVHV ZKHUH VWXGHQWYV DURyZABRMMNLRIFDIE ESDMHE DV DYHUDJIH RI HDFK PRQWK V ILIJXUHV )7( LV IXOO WLPH HTXLYDOHQ
DW WKH VWDBD@ARRIMPEK WHHLU KLIKHU HGXFDWLRQ

TRQ (PSOR\HHV $GGLWLRQDOO\ $OIHQ LV ERXQG E\ ORI

D FROOHFWLYH EDUJDLQLQJ DJUHHPHQ!
$OIHQ KLUHV WZR WASHV RI QRQ HPSORWIHY WHIPWKDO WKHVH JOREDO JXLGH

$9Q WU IHWV SOXVSHRSOH OHD P $ORIGG FRQWUDFWRUV DQG WHPSREQYL QRERYW SHYXBRAY FRPSOLDQFH 2|

DFWLRQ SODQV UHJDUGLQJ RXU VRFLLR IIASPHWYXIRYVVERIWK YROXQWDU\ DEBQAWYRBWHYHmDWD WKLUG SDUW\ HQJIDJYH PRy Rov WKDW SURYLGH VHEXULV

FRPLQJ \HDU ZLOO EH SUHVHQWHG WRoW K ¥ HERL UG xP Whkhyy

. QW WR D WXUQRYHRSOBWH @W DFWLYLWLHV W\SLFDOO} \R{GKR
ZKLFK WKH "XWFK :RUNV &RXQFLO ZLOO EH QN YbGv L RVPFDOFXODWHG DV WKH WRWDKL OKG EHW RWDO RI

WolVp¥P $RPXNLUHPHQWY RQ S

B
QRQ RSPIR\HéYo v V DQG ZRUNLQJ KRXUV

&
PRQWKO\ EDVLV HIIHFWLYHQHVV RI DRWEBR\FAP OQHBY IWMYDERINGQ I WKH \HDOURXRAG H G REN WilkiHVH QRQ HPSOR\HHV \gRHUH d’bmpw?ﬁélj;g lﬂIPHQWHG E\ VSHFLILF

WKURXJK DQ LQWHUQDO +5 UHSRUW ,jyRWDHVYRBEHRHRV

FDQ EH WDNHQ WR PDNH VXUH ZH DUH ¥YM} QYOsRQ W Q\,ﬁj\hzeﬁ
H

WKH \HDU $W WKH HQG RI WKH \HDU W @ﬂ@@pﬂwp KW\ \HDU EHIRUH
%R Q W

UHDOLVDWLRQ ZLOO EH DVVHVVHG DWp L AR BH QW iy
$Q\ OHVVRQV OHDUQHG RQ WDUJHW VHWWLQJ DQG UHSRUWL
ZLOO EH HYDOXDWHG DQG XVHG IRU QH[W \HDU!V WDUJHW

VHWWLQJ

&EXUUHQWO\ ZH GR QRW KDYH DFWLRQ SODQV WKDW UHTXLUH

VLIQLILFDQW ILQDQFLDO UHVRXUFHV IRU LWV LPSOHPH%WDWLRQ
+HDGFRXQW E\ FRXQWU\

$00 LQWHUQDO SROLFLHV DUH PDGH DYiDAdPR Otk e i? X U
LQWUDQHW ZKLFK LV DFFHVVLEOH IRUTRXU RZ ZRUNTRUOFH
'KHQ DSSURSULDWH ZH SXEOLVK SROLBRIMVTRE R ZHEVLWH
WR LQIRUP H[WHUQDO VWDNHKROGHUV2WKHU

1XPEHU

7TRWDO
&KDUDFWHULVWLFV RI RZQ ZRUNIRUFH

‘H GHILQH HPSOR\HHV DV DOO FROOHDJXHV ZKR KDYH DQ
HPSOR\PHQW UHODWLRQVKLS ZLWK $OIH W RI

WKH FRXQWU\ WKH\ ZRUN LQ 7KLV LQ ok BRGWES IR,
SHUPDQHQW WHPSRUDU\ DQG QRQ JXDUREWHHEXRRRY vV 1XPEHU
FRQWUDFW DQG H[FOXGHV SHRSOH ZKMMKIDXH EHHQ KLUHG

YLD D WKLUG SDUW\ VXFK DV D WHPSRYPL) UHFUXLWPHQW

DJHQF\ 2XU HPSOR\PHQW ILJXUHV DUH DOLJQHG ZLWK

WKRVH SUHVHQWHG LQ WKH ILQDQFLDBWWYWHPHQWYV RI WKLV
$QQXDO 5HSRUW QRWLQJ WKDW ZH U HISRRW WHBERWWHB R X U
ILQDQFLDO VWDWHPHQWYV ,Q RXU BO KHDGFRXQW

JUHZ E\ 'XH WR WKH UHVWUXFWXULQJ ZH ZLOO VHH
KHDGFRXQW UHGXFWLRQV DV ZHOO DV DQ HOHYDWHG

WXUQRYHU LQ

+HDGFRXQW SHU FRQWUDFW W\SH DQG JHQGHU

7\SH JHPDOH ODOH 7RWDO7RWDO )HPDOH ODOH
3HUPDQHQW FRQWUDFW

7HPSRUDU\ FRQWUDFW

7RWDO

7TRWDO7RWDO

$O0IHQ $QQXDO 5HSRUW

HYR\HHV DW \HDODEREU:KLBHGVWKWRXIK FRQWUDFWLQJ DJHQFLHV 7K

VLORZHU WKDQ b®FWHPMHULY WRXJIBERX IHQOOLQH ZLWK RXU HPSORNISE IH@FYHPSOR\HHV ZRUN L
D W LB QER VLR @K D WWAUKIEXWDEOH WR DQ LDHFWKBYVEDL@GELEGIG VWLQDBRYA ,Q WKH 1
WX FWXULQJ LRI DPW BIPR WH WIHGH 6 RQXWLRQV EXVLQHWDOHEWUR &/$ DSSOLHV DQG LW FR
QJ

&/$ DQG D &/$ IRU VHQLRU VWDII )RU $¢
,Q JHQHUDO VHOI HPSOR\HG QRQ Hpm\lﬁmg}p@wowy\w & XVWU\ 8QLRO LQ )1
RQ IRU VKRUW WHUP DVVLJQPHQWYV WIKBWoWRH KLU WSHGH LY WKH 1HWKHUOT
NQRZOHGJH ZKLOH WHPSRUDU\ ODER%% WERIMADGXMHE ERBOHEFWLYH EDUJD
DVVHPEO\ UROHV LQ SURGXFWLRQ WK LWV EAPSE8y H WKHUH LV QR EDL
ZRUNIRUFH DGMXVWPHQWYV :H FRQVLGHWYb RXHrY YOW LV DSSOLFDEOH
WHPSRUDU\ ODERXU WR RQO\ LQFOXG K RNVIRV H & S\ RSHUDWH LQ FRXQWUL

PDQDJHU LV ZLWKLQ WKH $01HQ RUJDQBERWHROD 7 poGc UREXVW VRFLDO V\VW
$GGLWLRQDOO\ ZH OHYHUDJH WKLV IOH[LEOH JURXS'DV D

WDOHQW SRRO IRU SRWHQWLDO IXWXU®@ KAQYHYV ZLWKHQHR$OWR\HUV! RUJDQLVE
RUJDQLVDWLRQ WUDGH XQLRQV UHDFKHG DQ DJUHHPHQ
OHWDOHNWUR &/$ 7KH FRUH RI V

_ UHHP v VDODU\ LQFUHDVH 2
2Z2Q ZRUNIRUFH :RUNLQJ ﬁéﬁ‘gﬂ—n@wﬁ&L WKUHH VWHSV )RU P
DOG JHQHUDO ZRUNLQJ FROGHWPHRW) YOHDVH YLVLW WKH )19 ZH

HPSOR\HHV WKDW DUH QRW FRYHUHG E'

RUNLQJ FRQGLWLRQV 6WUDWHLJQ|OJ3F\WV—I39(2P WLRQ LV PDGH RQ D
DQG DFWLRQ SODQV WKHUH LV D UHDVRQ WR GR VR

,Q OLJKW RI WKH DQQRXQFHG UHVWUXF
&ROOHFWLYH EDUJDLQLQJ DIJUHHPHQWDIRE JHLOEKRE DQ DIUHHPHQW ZLWK X
ZRUNLQJ FRQGLWLRQV GH 8QLH DQG &19 RQ D 6RFLDO 30DQ IF

7KH 81 *XLGLQJ 3ULQFLSOHV IRU %XV DYH D 'XWFK HPSOR\P
K GGEHRR 30DQ SOH

L’_g)w £

5LJKWV RXWOLQH WKH FRUSRUDWH UHRSROVVPLEL R

KXPDQ ULJKWV 7KH 2(& *XLGHOLQHV TREERIAWN VHPWPRHDF HRWLRQHG XQLR(

(QWHUSULVHV DQG WKH 81 *XLGLQJ 3WQFL&SWY 2RYH v

%XVLQHVV DQG +XPDQ 5LJKWV IRUP WKH EDVLV IRU ZKDW

EXVLQHVVHV VKRXOG DGKHUH WR DQG @ WHR GD\ WK FK DGREQWIHQ@J EXVLQHVV OLC

E\ $OIHQ 7KH VL[ VWHSV WKDW DUH LDEEXBBWH @DNKN D@G VHFXUH HPSOR\F

*XLGHOLQHV DUH XVHG DV RXU EDVLVSUHUHTXLVLWH IRU DWWUDFWLQJ DV Z
VNLOOHG SURIHVVLRQDOV 7KLV LV PRV
WLJKW ODERXU PDUNHW IRU WHFKQLFD
7KHUHIRUH $OIHQ JRHV IXUWKHU E\ RII
H[FHHG WKH WKUHVKROGV SUHVFULEHG



OHDQLQJ WKH ORZHVW JUDGH RI RXU \QDW RH\IHWWDIOHOORBW DW OHDVW PHRBWURDY IDQUHWKKHD GRALWIKO GLDORJIJXH $GHTXDWH ZDJHV

VLIQLILFDQWO\ DERYH WKH ORZHVW VHFP®GRLBHWMKHS&H$YHQWDWHYRKBY DQG WKH FRPSDQ) V .
UHVSROVLEOR RXMEBOO\ VKDUH LQIRUPHMARG ZH LQFUHDVHG RXU HPSORWHOHRIJRIHPHRBOR\HHV DUH SDLG DERY

2XU DELOLW\ WR SD\ DGHTXDWHO\ QRW RGP G OXHA RO WeE Lo FHUWDLB! FRUMY VRSWRUYHG E\ DQ LQWHUQD @ FRPRRQUREWL RIGIWSHFWLYH FRXQWULY
XSSHU HFKHORQV RI RXU RUJDQLVDW Vi RU DGYLFH RQ LVVXHYV UH(R% URGH EBRYIIIPYHG LQWHUQDO ZARRBNQDMDIWZRBVH SWVKHUH LV QR PLQL

PDQXIDFWXULQJ FRPSDQ\ RXU SURGXFM(II__B,Q_YBg%éH\\/ WYRH VSHELILF LOWHURVWYKOILYKWo 8O BED M RRUWHG EXVLQH\MOOQEGH ZSIHIFDR MH XWRZQWKH PLQLPXP
HVVHQWLDO WR RXU VXFFHVV 3URY LG WKHYHHRSARKEY KDOOV KHOG TXDUWHUO\ 'XULQJ WKHWAKHUVDDREGY YXDWDREWQFKPDUN 7KLV |
ZLWK WKH ILQDQFLDO VWDELOLW\ OHDGYV WR LQFUHDVHG WRSLFV DUH GLVFXVVHG VXFK DV RXUZVW W D@ HUIUHEWR G KFW

HPSOR\HH OR\DOW\ DQG SURGXFWLYLWR ZIQQKD@ & @HHREPINQ W UHOHDVHV DQG PDUNHW GHYHORSPHQWV (DFK VHVVLRQ KDV

ZKLFK W\SLFDOO\ KDV KLJKHU WXUQRYHU_ ,Q WXUQ ZH D 4 $ RSSRUWXQLW\ EHWZHHQ HPSOR\BRRLBBELDORIXH

EHOLHYH LW EHQHILWV WKHLU zHOO B3 §jUHJXODU EDVLYV PDQDJHPHQW KRBGY WMBAHRG WD .
Q PHHBWLQJV WR GLUHFWO\ LQIRUP HPSOR\%HV DER%XW UHOHYDQW :H FXUUHQWO! GR QRW KDYH D VSHFLIL|

&XUUHQWO\ ZH GR QRW KDYH D VSHFLGLFYSRBISPHEDEW XUWERLQ WKH FRPSDQ$V(BOOM KRHWKIRBHVWUXFWXULQJ $0 QRICR FEXWUAIRKY LQRYHVWLIDWH PHI
DGHTXDWH ZDJHV DERYH &/$ PLQLPXP $\OWHQ GONGFREXWHLMOYROYHG RQ D P FPGW RO\ FEDARF/PX@ WRIQL RQV GHGLFDWHE AR WoPklYpREF RXH RQ VRFLDO GLD
LV FDSWXUHG LQ RXU JHQHUDO SUDF VKIDRMO PRAHWEK®J&/$Q ZKLFK UHOHYDQWHPSRRHHY WQOWKMHEHVW SRVVLEOH ZR)\ LQFOXGLQJ R| RxU ZRUNIRUFH LV
HOLJLEOH HPSOR\HHV DGHTXDWH ZDJHWRHY DYBUBIOMWMMGEHG DQG ZKHUH XRQ RRL Q B SAPH\LIOQFMRIPW XQHYDWLRQV X Si&DWHY - RO NKERXOFLO ZKLEK LV HTXDC
E\ WKH SUHVFULEHG &/$ LQFUHDVHV JFROU EHJEHHVHQW 'XULQJ WKHVH PHHWIQQUYDRKIMUB QE WHWHHUDO LQ SHUVRQ bRF BRALYH VV\kFF%/@\)ﬁRP\PPQXWFRPH Ly
SHUVRQQHO D VHSDUDWH DQQXDO SURSFHRVWWRQLWIODRI\DVN TXHVWLRQV D QAL R FOXY &2 K MRHDQG ([HFXWLYH &RPREMAWE 11 RI HPSOR\HHY ZKR ZRUN L
LQFUHDVH LV IROORZHG $0IHQ DQQXBOD R EHQHPWUWN &RPAPLWWHH PHPEH B W FREH WK H LHWKHUODQGV

HPSOR\HH FRPSHQVDWLRQ ZLWK SHHUOM DD RXQ VIHFMFRUR 2 X)LQODQG 7KLV RFEXUV LQ ERWK

VDODU\ VFDOHV DUH WUDQVSDUHQW DQG CPIDEH MW BHODEDWH LR UNKH 1HWKH UGDRGYR X%WKWK% ehe@WWRWHG ZD\ IRU HPSOR\HHV WR

DOO HPSOR\HHV RQ RXU ,QWUDQHW SURYLGLQJ WKH RSSRUWXQLW\ IRU HPSFRHMV WR/WRRQY DQRQI\PRXVO\ RQ ?QGQZW—QQ'??\UP:H "RUNLQJ FF

ROOLOH DQG KHOG PXOWLSOH 4 $ VHVVLRQV ZLWKWEKH RSSRUWXO LW\

6RFLDO GLDORJXH (QJDJLQJ ZLWK RXUQRZQQZRUNIRUFH WR VHQG TXHVWLRQV EHIRUHKDQG +HDOWK D\&G EDIHW\
(QIDIHEHOW VXUYH\V ,

‘H SODFH VWURQJ HPSKDVLV RQ HPSORVHH HQJDJHPAQW JURP D &65' SHUVSHFWLYH $OI1HQ LQFOXEHG WKH ®BMNYW\ 6WUDWHI\ JRY

UHFRJQLVLQJ WKDW LW LV LPSRUWD Q8%HLRIR 8 DSHRIHPH GIYIJWRHPHQW VXUYH\ ¥ PO BWRZYRLFH RI RXU HPSOR\HIﬁ)\f:Vg\;vg?DspQ@V
NQRZ ZKDW LV RQ HPSOR\HHV! PLQGV WRSORLAHWSHBYBPHLYH WKHLU H[SH UL HYDFHL & DWHK BQ IH® WKH GRXEOH PDWHULDOL URFH 7KLV

:KLOH ZH GR QRW KDYH D VSHFLILF SREXIWPHAVR FBREXWXDW OHDVW RQFH SHU WQZROX®WE RQUWKDLWHULDO WRSLFV D Qi SHRIRERIYILWRORREWYNRU WKH FRP:
VRFLDO GLDORJXH ZH GR DFWLYHO\ HYXDYH ZWKKWRXDUH DOVR VSHFLILF TXMKMW URI@DWERXWPSDFW ULVNV DQG RESRWWXRLWEEVHIILFLHQW H[HFXWLRQ

HPSOR\HHV DQG KDYH PXOWLSOH FKDRQBDYWHG IBRKONYWRMWHVXFK DV YLROHQFH KDUDVVPH%W H OD H Rl RXU SURGXFWV DQG VH
HITHFWLYH FRPPXQLFDWLRQV DQG GLVFULPLQDWLRQ WR PDNH VXUH2AYHNROKRP G¥ RHHUDWLRQDO UHVS&‘VSS >§(‘,H IRYN ZLWK HOHEWULEDO ER
‘ LQFOXGLQJ WKRVH RI YXOQHUDEOH RUGHYIYLED HPPPRYURKEYDIHPHQW DV?IQ v DJHV ZLWKLQ RXU SURG
‘RUNV &RXQFLO WKDW PD\ QRW VSHDN XS HDVLO\ LQ D:RVRR ZDRPEGQLFDWLRQV PDQDJIHYY (51 65 JULG LQWHJUDWLRQ RU LQ ZRU
'HSHQGLQJ RQ FRXQWU\ SUDFWLFH DQE bRIXNSBWERQV DFWLYH 'RUNLQJ FRQGLWWPW\HMWIQE PLQLPLVH WKH FKDQFH RI DQ DFFLGHQV
FRQWDFW LV PDLOWDLQHG ZLWK HP S QR\SHRYHHY HYHRBMBMLY VHUD O FK D QQ IR UW R WIPAD. Q WD W H \L/I\DVSV(\?SPPHQWHG D UREXVW KHDOWK DQG
UHIDUGLOT LPSRUWDQW FKDQIHY DOG SutabRD R R RXU HE S ORIy K o R

FRESDQ\ ZLGH HPDLOV D @® IGIQ WG bR dill MR WAL YIHQH VYV R ZRU+'\L|L[§b1\Aﬁ<R§%l5V\%LDE‘mM/\D DJHPHQW 6\VW
FRUSRUDWH DQG VRFLDO LVVXHV (PS@RIHEYRIDEWLIRE FHFLOLWLHY IRU W KRRWH VAL RXGL D FRRIKGDBY FRPSOLDQFH ZLWK DSSOLFDEOH 0 °
WKH 1IHWKHUODQGV E\ $OIHQ 1 9 S$OIHRp%® B FQVNQ &8 ODERXU ODZ DQG WKH DJUHHPHQWYV PHGIH T LKDK PQULDFULKBEWQW PDQDJHPHQW
%9 DQG WHPSRUDU\ SHUVRQQHO RI WKHVH FRPSDQLHYV DUH FRXQFLO ZLWKLQ RXU $0OIHQ ,QWHJUDWHG 0DQDJ
UHSUHVHQWHG E\ D :RUNV &RXQFLO ZKRWMXYYDHKRWRUGLQJ $,0 ZKLFK LV FHUWLILHG DFFRUGLQJ W
WR WKH 'XWFK :RUNV &RXQFLO $FW :HW RS GH &ROOHFWLYH EDUJDLQLQJ FRYHUDJH xHpOwWK DQG VDIHWA2VWDQGDUGV H J
2 OGHUOHPLOJVUDGH 7KH FRXQFLO ORI} VRZKR OHDYH $OIHQ DUH DVNHG WR FRPSOHWH DQ !
cRedyouPLe © © A[LW VXUYH\ WKDW VROLFLWYV IHHGEDFN RQ ZRUN FOLPBWRXU HPSOR\HHV DYt PDQDIHPHQW VIVWHP FRYHUV DOO

LQWHUUHODWLRQVKLSY DQG RWKHU UFHROYHMDHGNVEW RSERQO AEMW LY H EDUJDLQLQQ\%Q%S@\HQ“?-' WQ?WFWOLR/\HOHV\ SQG HéH
,Q )LQODQG WKH HQJDJHPHQW RFFXUVMHHGEKDPNXRLRI®@SOR\HHV WKDW FRPHVFD® WKURKXHKE XFOQJ WKH IROORZLQJ PV O HE YL Wi o § Kk X SROLF URYLGH
UHSUHVHOWDWLYH WKDW LV DOVR S D W HM HVKKD DRUDIR WFHLQFOXGHG LQ WRNABHDORDWRPRQRIBKEY FRYHUHG E\ FRIGOFEGRYN WR LEGHQWLIN DVVHVV DQG
(QIDJHPHQW ZLWK WKH :RUNV &RXQFLIOPBVRSRHPHHEWWRKHR XU SROLFLHV DQG BDR¥FPIGXXWHIVDIUHHPHQWY E\ WKH WR\BBBX@VQWQ‘HR@RP ULVNV. ,W DOVR FRYHU

&(2 DFFRPSDQLHG E\ WKH &+52 IRU WKH 'XWFK :RUNV HPSOR\HHV 7KLV ILIJXUH FRUUHVSRQCwé@éﬁggﬁéﬁ%éb%%\mﬁwé\J/DZVLLOROQDDVQ\?VKPHDf
- ZKR ZRUN LQ HLWKHU WKH 1HWKHUOD &
&RXQFLO DQG E\ WKH 0DQDJLQJ 'LUHFWRU LQ )LQODQG Q §DOFXO¥WLRQ Rl WKH YDULRXV LOFLGF

7KH SROLF\ LV DYDLODEOH WR DOO HPS
LOQWUDQHW DV ZHOO DV SURPRWHG WK
FDOOV WR DFWLRQV LQ RXU SURGXFWLI

$O0IHQ $QQXDO 5HSRUW



7R HQVXUH HIIHFWLYH LPSOHPHQWDWLRI® GW KPSOBYMWKN OHWULF WDUZRMIMNWHDOQERQPHQW EXLOW RQ WKH SUHPQVEBXREHWG@GHDWL@®E JHQGHU QHXW!

3'&% 30DQ 'R &KHFN $FW F\FOH HQD%CH_QPRVU\pVbI—QDFDWLF GLYHUVLW\ HTXLW\ HQFRXUDJHY DQG HQBRIRAHYHY DV ZHOO DV DGDSWLQJ YI
PRQLWRULQJ FRQWLQXRXV LPSURYHPHQW DQG 5HVSHFWIXO FRPPXQLFDWLRQV DQG FQREH@HWWHW FRPPXQLFDWLRQV
UHILQHPHQW RI VDIHW\ SUDFWLFHV 7KQIWWDWEBRORKKMRQV XWHVXHQF\ UDWH 1'7,)BHWE A BYOmIG ¥ PMSKOHR\H H v FDUHHU ZHEVLWH WR DSSHDO WR IHI

FRPSOLDQFH ZLWK WKH '"XWFK 2FFXSD@XREHO RIHORWK WORORBH LQMXULHY SHU,PL \% I%% R)6 Ci SDUWLELSD Iﬂ:f RQZDUGV ZH UHTXLUH UHFL

6DIHW\ $FW $UERZHW DV ZHOO DV LWNLDHOVNRWO ® WGBHHFRUGDEOH LQFLGHQ\X/ IE L%g% §||§|\9HQWDWLRQ }Iéﬁq%H\g/eév&gLﬁw:VélQW DW OHDVW V

JLQQLVK HTXLYDOHQWYV UHFRUGDEOH LQMXULHYV H[FOXGLQJ ILU g)d_lﬁ;\ \Yi ) v G B HV~ SH ROH IRU VHOHFW
LQJ ORV H OR

FDOFXODWLR%V RW MXVW WKRVH UHVXO L PH UHRYHU VHOHFWLRQ FRPPLWWHH:
ORQLWRULQJ RFFXUV WKURXJK UHJXO Py bl Neg® Vi iF AW EHU R1 1DwWD o LWLHY SR HYpQG HPSOR\HH FRQWULEXW RRYQV| WROWKHHPSOR\VHH IRU VHOHFWH

LQFLGHQW GRFXPHQWDWLRQ DQG SUBPRWBLY Uﬁ’_lﬁlngg?l\JWY(ﬁVﬁQOORZLQJ WD E O H FIRPYPHR EW WY ZH VHUYH WR SURPRWHz R JWHWPWHYRVVLEOH DQG LQ FDVHYV

DGGUHVV VDIHW\ FKDOOHQJIHV 7KLV URESRQNLELOL ?(Qzlcé"ﬁpzéa"d‘\HHv XQGHUVWDQGLQJ DQG UHVSHFW IRU WiKH WhEHEVWW \SUHIHUHQFH LV JLYH
RXU +HDOWK 6DIHW\ DGYLVRUV ZKR SURYLGH D PRQWKO

. D Vol WHUQDO KLULQJ
V DUWLFXODWHG LQ RXU 'LYHUVLW\ D A 3{5(9 ?\L
S SR W N LR LD R Y W e AW Y BDIHW\ SHUIRUPDQFH ?RVWHUL J D FXOWXQUH RI GLYHUVLW\ DQ ﬁ X th HUQDO SUHVHQF
&RPPLWWHH $GGLWLRQDOO\ DQQXDO HY¥D WERQV RIS, W Q Q v QW R YYW ZH LQFUHD
RFFXSDWLRQDO ULVNV DUH FRQGXFW H&-Wid S o HVVHQWLDO IRU GULYLQJ LQQRYDWLRQ < L k?% \ LQ UHFUXLW
,QYHQWRU\ DQG (YDOXDWLRQ 5, ( SU v/ Léj 6 Q XQGHUVWDQGLQJ DQG EXLOGLQJ UHVLO L

Hod Wl FRPSOH[ FKDOOHQJHV :H HPEUDFH DQG R HGLD )HPDOH VSHI
ZRUN UHODWHG DFWLYLWLHV DQG LPSOHPHOWHG PLWLIDWLRQV : 8§06 HYHQWY DOVR FR
7KH UHVXOWV RI WKHVH HYDOXDWLRQVDEHWFDHEVDWHE Lowr D HPSOR\HHV! GLIIHUHQFHV LQ DJH FRORXUY HER ZH LOQWHO
GHWDLOHG DFWLRQ SODOQ 7RWDO 5HFRUGDEOH ,QFLGHQW 5DWH HWKQLFLW\ IDPLO\ RU PDULWDO VWDW X Hé- % \Qf\ﬁfRRov S
75,5 H[SUHVVLRQ ODQJXDJH QDWLRQDO RUL LIB > ﬁ[; FRaROY L\?H
&RQWLQXLQJ WR HQVXUH VDIHW\ 5HFRUGDEOH ZRUN UHODWHG PHQWDO DELOLW\ SROLWLFDO DIILOLDWFI:Q \’/W’rg Fbct@ gJ WVQLQ RX% A
LQFLGHOWV. VH[XDO RULHQWDWLRQ VRFLR HFRQRPL ﬁ? |
2XU FXUUHQW V\VWHP $,0 KDV EHHQ LO SODEH VLQFH VW[DWXV DQGQRWKHUQFKDUDFWHULSWLF\PVV R Cb JHQHUDO 7KHVH
+HQFH DFWLRQV DUH HPEHGGHG UGPERND G PWEPOLWLHV )$5 HP SORVHHN XQLTXH 7KLV SROLF\ FRYHU\;(% Ug V ZRUN DW VFKRR
SUDFWLFHV UDWKHU WKDQ XQLTXH IR ULOW YA HADWHG M VMR D FDOFXODWLRQ HUURU[gg?GQogR%%Sg)éOR\HHV L PEYHSWy poc RITHULQJ L

LQFOXGH UHJXODU ULVN DVVHVVPHQWY_WR LGHFﬁIWLI\ KD]DUGV DV JUDGXDWLRQ DVVLIQPHQWYV
DOG GHWHUPLQH SUHYHQWLYH PHDVX8 KV F& RAN & LR (TXDO WU§bRBWESRAMAY KDYH D UHVSRQVLELOL WS HWRH &idHR @/RRWKEILO/L W\ RI SURPRWI

HYDOXDWH WKH SRWHQWLDO VHYHULW) D@6 RISNSRUKRRERLWLHY IRU BLW® GLIQLW\ DQG UHVSHFW DW DOO WLRERVPBQ®G JMpH & BRWIHGLRQV LV H[S
LQMXULHV XSGDWHV WR SURWRFROV RI PDLQWHQDQFH ZRUN WR H[KLELW FRQGXFW WKDW UHIOHFWV L XF® YWHRX GEXWHSI ZREBVHYV RI HTXI

DQG URXWLQH LQVSHFWLRQV RI HTXLSP KW PRE \V\ERHPYW H J\ JRYHUQ[‘PC%&FZ—R‘E) X QMYRRO RQ RU RIT WKH ZR UYWL MH @5 LW DYOHQ WR IHPDOH FL

ZLWK DGGLWLRQDO WHVWLQJ SHU|RUF§4§DL(3\/<LJK ULVN RWKHU FRPSDQ\ VSRQVRUHG DQG SDUWLEQHHWIQHHL HYUFPRWLRQV 9LVLELOLW

VLWXDWLRQV E\ WUDLQHG SHUVRQQH 7KHUHIRUH HPSOR\HHV WKDW H[KLELW LOQPSEHBSKLOWHWKLQ WKH RUJDQLVE
RPUEHXE WURUWKIDKP ¥ bRXWWPUH VXEMHFEW WK GRX Fk SQWRHPWYLHZY ZLWK NH\ OHEL

%XLOGLQJ D VWURQJ VDIHW\ Fxowxu WS P LQ U MY kWY DQG LQFOXVLR & UK

HIIRUWY 7KHUHIRUH ZH VXSSO\ RXU HNKSS\BYK BULWLERAQ HQDEOHUV RI RREVRHRQD QIPEERIROH EKR THHO WKH\ KDY Hs B HHRQDUKEMHRMIFBWRULHY DERXW IF

F\7 R DFKLHYLQYWRPRVWUDHWRIIGAVFULPLOQDWLRQ WKDWLBR/QGIQUH WY & .o MKHWUDWH WKH S|
SURSHU WRROV DFFRUGLQJ WR WKH oY% H VW W B REvE RAKBiED Y& QFRPSDQ\!V GLVHUVLWY SROLF\ DOG LQLthWHMUVJDgZiWK D\;H\\/Q;OIHQ

LEQV
WR FDUU\ RXW WKHLU ZRUN $GGLWLRQDEN"ZRDFwLYHO) HQFRXUDJHG WR VHHN DVVLVWDOQFH IURP D VXSHUYLVRU RU

SURPRWH VDIH EHKDYLRXUV DQG VKDYH&E URSRRYHPHREW \DGGUHVVLQJI RX$0IHQ GHW ILREDP®O® Q F H 2WKHU GLYHUVLW\ LQLWLDWLYHV

WKURXJK UHJXODU WUDLQLQJ ZRUNVKRSY ppRFE dRbY HIDAWNHG VHFWRU SDUWLFXODUO\ E\ LQFUHDVLQJ
UHVSRQVH H[HUFLVHV S$FWLYLWLHV ZEWK WESMB/HMVDWLROQ RI ZRPHQ DF UR\VY HBO@HERYMEH QW OHG E\ WKH &+5R HQRXWRYH DZDUHQHVV RI GLYHUVLW

RUJDQLVDWLRQ %+9 DQG FROODERUDWEBQY I WEHORFA Kt $H 566 LWL R QDRSO 7 RHQWVDMRARQ WWREU * . SROLF\ BAOCHQOERQROWEWHE BOQWXUH ZRUNVKRS
GHSDUWPHQWYV IXUWKHU HQKDQFH SU{@RDY K VoBQA®FOXVLYH SUDFWLFHRDEDPEBEBEY IPVAH HRFRXUDJHG WR IRVWRGGLIFIFRQR @ OW\DXPHHQHVV LV VXSSRU

DZDUHQHVYV XQFRQVFLRXV ELDV DQG IRVWHULQJ DRR QWPLERWEHWR RXU GLYHUVLWL WD UHWAL DAKIN DU MXIFRXRY SHRFR QVFLR XV E
K WKURXJK RXU &RGH RPRROEXPW\BLBG

$V LW LV QHDUO\ LPSRVVLEOH WR JXDUDHAHE @iUW?%%)E}_'éHH\bWO YDOXHG BIEKLYESESRHd

OHDUQLQJ IURP LQFLGHQWY LV D NH\ $59 W XHDPxGLYSUYR WAV DQRWKHU QPRRGHHYKES OO REMKHURIUDPY 5y FRrpspQl VEKRRO QDPHG $OIHQ $FI

$00 ZRUNSODFH DFFLGHQWV DQG QHDUVPBWHI pl}y HQ RXU ZRUNIRUFH DOUSDGN MHSPHNBRVEY pEHU RI IHPDOH HW6STFRUWY GLYHUVH KLULQJ HIIRUWV H
GRFXPHQWHG LQYHVWLIDWHG DQG VRBWHRBAIPFRURNAN Kk H RSSRUWXQLWLHV IRU FDQGLGDWHV IUR

RUJDQLVDWLRQ WR GULYH LPSURYHPHQWYoRR & SHHNWHAW LoLwLbwLYHV DUER LR S W R'/ LV WR LQF UHDD/HNWRIXQENVEVFRIDV IRUPHU DVVOXP
UHFXUUHQFH $ZDUHQHVV LV FUHDWH@ WKWREI W RRKU SUDFWLFHV DQG SRDT - R i/ LRQ ‘H DLP WR HQVXUH D
LQWUDQHW DQG YLD VFUHHQV LQ RXU GHDBWERRRBFERPEHBDN DWLRQ DO % %{) 5% H L KURXJK D GXDO DSSURDFK EDVHG
KLV VIVWHPDWLFE SURFHVV IRVWHUV WYPRQVEPREBE G ORSPHQW DQG W L;% ! EB sORFRWIKAYWERQ
DFFRXQWDELOLW\ ZKLOH UHLQIRUFLQyBXB FIRRRL WRERWOWTQG UHFUHDWLR D AR5QRS IR B P B B HRIYR.RA RWHKIHVO DV W
FRQWLQXRXV OHDUQLQJ DOG WHUPLQDWLRQV 7KH RQJRLQJ GHYHHRYpPEHWHRILRHG RXU UHFUXLWPHQW SURFHVVHV WR

HQVXUH JHQGHU QHXWUDOLW\ DQG LQFOXVLYLW\ 7KLV

$OIHQ $QQXDO 5HSRUW



'LYHUVLW\ OHWULFV WDUJHWV6RBD@®RSHUIRUPDQFH (FRQRPLVFKH 5DDG 6(5 DQG LQWHUG@EH@HEDWWLQ FDVK ZKLFK LV WKH VXP
LQJ DOLJQHG ZLWK RXU IXQFWLRDQEOPNYVKIDPDWEZRQMHMG ERQXVHV FRP|

4RPSDQL OHYHO DQV°LS[”Hiivv%*EmHZKLJTf’HéLRV&‘W$EVXUSp”vﬁo%%“@FK%ﬁH%‘ﬁ“?EUN SURILW VKDULOJ DQG RWKHU IRUPV RI
2XU WDUJHW IRU LV WR LQFUHDVH gRiel MKWHUH BQGREHRG D WHDP H J 1(QVXOWEJ WUDQVSDUHQF\ DQG SD\ HT{Q\,\QIPNHQ%VV\L\\/(HDVHZ?OJ%g(\?/WOHRGQJS,XVUWEEPYDDQUF
LQ RXU RUJDQLVDWLRQ E\ IURP MRFXWLYRVGWKDW OHDG D WHDP DQG ZKRVH GL
VR ZH ZLOO ZRUN WR LQFUHDVH WKH BSHRSRUWNURERRIWVHELUHFWO\ WR WK H #&W\L\Fﬁ%\ﬁ(b%\%\ﬁm\ ZRUNLQJ RQ?%QWL&@%M&WK%&V@W&\V%D\ JDSV WK
KLUHV WKDW DUH ZRPHQ ,Q OLJKW RI WKH R@\RERIOR\HHV DERYH D FHUwD QHHD“UT\X\PF%LCY% BQ¢ HTXDO SD\ 0 BUHHWEBRSRUWLRQDWHO\ UHSUF
UHVWUXFWXULQJ ZH DQWLFLSDWH D QoRIOWEE cHRMGORMVAY UHIOHFW RXU vxt'Q\FFPsQEH% Y OYWW HP E\ FODVVL'\LQGFR)QR/ UB@#\YLML\W@ JDS UHTXLUHV D
LQIORZ LQ ZKLFK PDNHV LW GLIILFXOW WR EH PRUH XQFWLRQ FODVVLILFDWLRQ IUDPHZRUYJ\4 VRWREI ZRPHQ DFURVV D
DPELWLRXYV 7KH VXE WRS ZKLFK LV FDOOHG WRS BIBlQBBHEDP?/HiQM\OLWLHV WR SUHGHWHUPLQ %,y@(:oﬁy\m/ @ YLWLRQV $V PHQWL
DFFRUGLQJ WR WKH (656 JUHZ IURP UWRDUGI®SORWRIHMHQGHU 7KLV HQVXUFK (2 %'E\NQQﬁO\ WDUJHW WKH L
+HDGFRXQW E\ JHQGHU WKLY \HDU ODUJHO\ GXH WR WKH DGGDWURQRBVR/I WY RRPREBOGKWDIMRLRQ ,Q WKHLﬁRé:UlQ\)J RPHQ DEURVV R
"HOGHU LXPEHU XPEHU WKH ([HFXWLYH &RPPLWWHH 21 WKHVARQBRSWRDOHVQWHUQD O VDODU\ UHYLHZ WR HY OXDWH ZKHWK
ZHUH IHPDOH 2XU DPELWLRQ LV W F RMPINVGVW WH R/EBSWHFWLFHY DOLJQ ZLW\RQN\N@HUHU?IX@FF—ILLH]D/HNRIQIUDWLR
JHPDOH RI ZRPHQ LQ WKHVH UROHV WR LQ SD\ HTXLW\ VR DGMXVWPHQWY FDQ EH PDGH WR DGGUH
0DOH DO\ LGHOWLILHG JDSV 7KH $OIHQ LQWHUQDO SD\ UDWLR LV FD
*HQGHU GLYHUVLW\ WKH FRPSHQVDWLRQ RI WKH KLJKHVW S
2WKHU 6XE WRS 7KURXJK WKH FOHDU FRQQHFWLRQ RI FXODHWQWMDOMKHD&@ E\ WKH PHGLDQ H
1RW UHSRUWHG “HQGHU 1XPEHU IXPEHU IXQFWLRQ SURILOHV ZH ZLOO PDNH VRRPISWRNWWLRID JHEEOHRIHH FRPSHQVDW!
CRWDO SD\ JDS ZLOO EH HOLPLQDWHG LQ WK H RGVFWXXWWHGW BRRYELQJ WR WKH VDF
JHPDOH WKH SD\ JDS ,Q LW ZDV |
6XSHUYLVRU\ %RDUG 0DOH *HQGHU HTXDOLW\ DQG HTXDO 3D \QrvHWAFIRPYRQ LQ RUIDQLVDWLRQV
ZRWDO WDUJHWYVY DQG SHUIRUPDQFH GHFUHDVHG FRPSDUHG WR DV D UHV
7KH 6XSHUYLVRU\ %RDUG FXUUHQWO\ KDV D JHQGHU WDUJHW FRPSHQVDWLRQ IRU WKH /7,
VSOLW FRQVLVWLQJ RI ZRPHQ DQG H HU SD\ JDS SD\ RXW XQGHU WKH 67, IRU WKH KL
GLYHUVLW\ TXRWD RI DW OHDVW RQH ﬁ@%&@%@%ﬁ%QW\ QG HTXDO SD? 6WUDWHJ\ V UDWLR FDQ YDU\ ZK

Y WLRO SODGKH JHQGHU SD\ JDS LV UHSRUWHG DFF
WKLUG PDOH :H DLP WR PDLQWDLQ WHR/ UM/Q'RQ/\RI'&FD(Q@Q Q @UHSRUWLQJ SHTXLUHPHOWY W oy LP§

$W $OIHQ JHQGHU HTXDOLW\ DQG HTXIR®SMSWRURARSDN RTXDOLW\ DQG WK H
“HOGHU GLYHUVLW\ 6% HTXDO YDOXH DUH FHQWUDO WR RXU PRREALMWWPAHGMW IWBHQW DVSHFWV Rl ZRU
IDLUQHVYV LQFOXVLYLW\ DQG WUDQVSDUHORKD CBLONH QRFXVH M RIQOK QV XULQJ

(QS
%5 VMW@'% éWSVI—\INF |:5|[|)_ II_:GWLDQU(
VBRLRRIE Lo RxU UHPS

FHQGHU 1XPEHU 1XPEHU GRHV QRW KDYH D VSHFLILF SROLF\ RQRPTHXD OQSPREXDWBE®OBIOUROHV ZLWKL SGC\?L;UH:\/HFQUFLHEVH&QE
YHPDOH SD\ LV XQGHUSLQQHG E\ WUDQVSDUHQ@WDMWANRHLWMMRRQ®QG VDODU\ VFDOH ODWWHU XVHY
0DOH SUDFWLFHV LQFOXGHG LQ WKH FROOHFWUXAWOUH®G MUYHP UHFHLYH HTXD K% V%QmE‘lQQ

WD O DJUHHPHQW DQG RXU HPSOR\HH PDQXDW FRPPLWWHG WR SD\ HTXDOLW\ DW

H UHV.WKDW ZRPHQ DQG PHQ GRL H
$OIHQ!IV VWUDWHJI\ WR DFKLHYH JHQG§§ @TﬁQQLBWb\DQ@HUH?RUQH ZHQGR QRQ7]UAU<\L( %D\PFC!?ULOOV GHYHORS
(IHFXWLYH &RPPLWWHH HQVXUH HTXDO SD\ LV JURXQGHG LQ w,\mq_py,fp g ﬂ,d DFWLRQ SODQ)

UHs DV LW LV QRW U
WUXEWXUHG SD\ SUDFWLFHV 2XU IXQ@bWLRQRR

Y Dz\&\{}ﬂfc?‘%b%%\vw VKRZV H v
7KH ([HFXWLYH &RPPLWWHH FRPSRVL H W@Wl d< \HUDH_ P&J DQG VNLOOV GHY!I
WKLV \HDU ZLWK WKH DGGLWLRQ RI W ERHE S TERIF D FOHDU 1UDPHZR U 4 QN RSD\ JDS IRU HP IR M AAAY DR g RU IRVWHULQJ D KL

SRVLWLRQV LQFUHDVLQJ WKH WRWDq,\,ckﬁwﬁj@ggl'E\w,“ﬁbgéaD\L/%\\/M\éFS%ﬂ\H’FJ\,KL%(B’\FS; By 350@%%\/ Q\QQWb'B'QSHU'RUF’LQbéWsWHE\%'ﬂH Y8EHPRWLYDWHG ZRUNIRL
WKLV DUH IHPDOH DQG  PDOH 7KLYV %_I'?/QELOLWLHV UHTXLUHPHQWYV DQG FRPSOH[LW\ Rl HDEK VWUXFWXUHG OHDUQLQJ RSSRUWXQLWL
LPSURYHPHQW RQ ODVW \HDU ZKHQ R F%HRQ O'HVV RI DQ HPSOR\HH!\2 QHRIGH B WKHU KDQG WKH JHQGHU SD]\UﬂJZéNﬁH§UHWQYX/'@ WRKPQFH RXU HPSC

WKUHH PHPEHUV ZDV IHPDOH :H DLP WRRDILQWBEQ dMKEpEHGGLQJ IDLU SD\GLUESHWLRAVL QLIWKHQD JH HDUQLQJV EHW g RQG SHUVRQDO FDSDEL
UDWLR DFKLHYHG DW WKH HQG RI WEPRXOOREYRUN ZH QRW RQO\ XSKROBPRXOWM FRFSFARVAHE WD FURVY $01HQ UHJ'B)‘Ué @\W—\&H%@P@ JURZWK DQG RUJDQ
“HOGHU GLYHUVLWA WR HTXLW\ EXW DOVR VWUHQJIWKHQ RXSHFE LIOR WR O/HRY DWKHY RFAF XCEQ G7 KLV VKR R Y WHBTY SPSROLF\ LV GHVLIQH:
([&RP UHWDLQ IHPDOH WDOHQW LQ D WUDGLMISRIQD 00\ PRIOHLERP LOBWREHPHQW IFBBGDWRU\ DOG HOHFWLYH OHDUQLOJ
LQGXVWU\ 7KLV VXSSRUWV RXU EURDBRIRISGUHBUWRW\ :H GLG QRW VHH VLIQLIHPROW\HHYV DUH HTXLSSHG ZLWK W
"HQGHU 1XPEHU 1XPEHU REMHFWLYHV DV GHVFULEHG LQ WKH CGBLLYII—I—U.M—LQ\F\H\X/HHEM/\NRQHQ FRXQWULHYV 7@“5 LQPWF?'OW@HDQG FDUHHU GHYHOF
YHPDOH HQGHU SD\ JDS ZH FRPSDUHG WKH DY RO
ook 7KH JRYHUQDQFH RI JHQGHU HTXDOLW) %T\;(r,;{q) 5P IJPWPSOR\HHV WR WKRV H H
$0OIHQ LV XQGHUSLQQHG E\ FRPSOLDQ A AT IXRRWHY MG DV D SHUFHOWD ;g \/\% [E) WDQFEPWRUN 7UDLQLQJY
7RWDO VWDQGDUGV VXFK DV WKRVH VHW E\ V\klﬂk@BElS[quRU PDOH HPSOR\HHV &DOFXHBRALRERA LYEEK DY VDIHW FHUWLIL

$O0IHQ $QQXDO 5HSRUW



VIVWHP WUDLQLQJ DQG FRQWLQXRXWDHGRPBWLRQNHHS WKHP XS WR GDWHLWER® WR\RIRIDQLVDWLRQ )RU VZ KIHD6. X S\W B YLQ/RUHDVRIDUG ,Q WKLV FDV
IRU OHJDO DQG ILQDQFH UROHV LW HRNMHQULMWADHQVENLO50V DQG VDIHW\ UHT XK H FBHYUW M Q AU N LRI HFRS\KR\HHV W K D W HSHDWIFKL 3/MWR ZQOWKEH DSSRLQWHG

( (OHFWLYH )XQFWLRQDO 7UDLQLQJ HQUFQ/\QLQ_EIDV@\G[EWWUQOVR IRU SURIHV\8IHRQ R 0 PI@GE s HF UR/ORHD VAR E\ SURPRWRQUREPDWLEZIDSBAORQAYV JLYHQ

o) O ZRUN RQ D VNRRON BPPBWIUMLH O\
SURIHVVLRQDO VNLOOV OLNH ODQJ%®Hu@ YEF% RUEMHH Q H 7KHVH FKDOQQHOV DUH DYDLODEOH IRU

HIJLVWUDWLRO LV LOLWLDWH E\ WXHQ RN P RRGLQJ WR SUHGHILQHG GHYHORSPHQW SDWKYV
lFJ’DJQDJHB LO $,(§37 *UQRXS VHV\?LRE}WHU'%QFWLRQ JUQIJ?XSV ,Q RI DOO HPSOR\HHV SDUWLFLBRWHEB UFHWKBFOXGLQJ QRQ HPSOR\HH)

SHUIRUPDQFH F\FOH DFFRUGLQJ WR WH[NW H6B%LEHIQQERMIRDHG LQ RXU 3HUVRQ

VFKHGXOHG ZKHQ VXIILFLHQW GHPDQG LV 3UHYRHPYWGeXxFHG DQ LPSURYHGPHD® VQUDWEBU KD GHBW OHDVW RQH SHARGURIHGAMLDO FRXQVHOORUV DOVR RI|
( BHUVRQDO 'HYHORSPHQW 2SSRUWRXQERPHMVEFK ORIUDP IRU RXU QHZ HFRQRHHADWUR® 7KHUH LV QR GLIIHUHE@UHN BEHVODMHHG WK N X HV

OHDGHUVKLS SURJUDPV DQG GLYHUVLWHOWHMPERLR2H BUP WR RQERDUG SRIRBRWWHRZQ RI PHQ DQG ZRPHQ ZKR KDYH KDG

EDVHG RQ LQWHUHVW WHDP QHHGWYPBOR\RBFURY WRHEVHWKHUODQGYV W KSHRXRU RKQFHQUHEYLHZV , Q ZH DSSRLQWHG D VHFRQG FRQIL

PDQDJHUV DQG EXVLQHVV SDUWQHHYRGHOHFWHIRQSWRIUDP FRQVLVWY RI D IXO0 GD\ Rl JURXS FRXQVHOORU WR PDNH VXUH WKDW SHR
LQIRUPHG E\ SHUIRUPDQFH DPELWWRPV QRREL®G® \RQOLQH FRXUVHV LQFINWGRQRDQRBRDRADIHPHQW ZKR WR WXUQ WR
VXFFHVVLRQ DQG UHWHQWLRQ IDFIMRIYXFW XQFRQVFLRXV ELDV WUDLQLQJ DQG G PMbR YHFXE LW\ $GGLWLRQDOO\ ZH FUHDWHG D GHGLFD
( ODQGDWRU\ 2UJDQLVDWLRQ :LGH 7DEDYHRHVV FRXUVHV *HQGHU UHYLHZV RI HPSOR\HHV LOQWUDQHW IRU ERWK WKH FRQILGHQWL
&RPSOLDQFH DQG GDWD VHFXULW\ _I?_[!QZDU vV BlRJ\HDQ DQOOXDO F\FOH IURHPDORGZDUGY ZKLVWOHEORZHU FRXQVHOORU )RU WK
UHTXLUHG DQQXDOO\ IRU DOO HPSQR\ D FROWLOXH WR PDNH VXUH WKHUH LV UF
GHOLYHUHG WKURXJK H OHDUQLQJ »a/u £\ BY¥¢hUY\ HPSOR\HH QHHGV WR FORDRSIOHWH ERWK WKH WR RXU YDOXHV RXU SROLFLHV DQG Wi
SODWIRUP &RPSOHWLRQ UDWHY DYENUBENER BIC T2 WL 00 s S ESuwLiLFowH Lo
ggigfv\\//vvvﬁHWR PPQDIRUV DQE WKH$@§7 RXU RQOLQH WUDLQLQJ DQG GH YH RSP (QHARR HPSORIHHY 9LROHQFH DQG KDUDVVPHQW OH
VRIWZDUH WRRO DQG SHUIRUPDQFH
$GGLWLRQDOO\ WKH $0IHQ $FDGHP\ DGGUHVVHV WKH 9LROHQFH DQG KDUDVVPHQW 6

UDWH
VFDUFLW\ RI VNLOOHG WHFKQLFDO SHUVNRG@HA B\ RAKUVOL OOV GHYHORSPHRUNG DIFPUULHYE DFWLRQ SODQ LHYDQE}:%ﬁﬁingXVVLPRVQ\Z/KZLTéHLSHVYLLJ%
DSSUHQWLFHVKLSYV LQ FRRSHUDWLRQ WIDNKIHWWLRQ GR®PVBHIRUPDQFH P U K YLRXV \HDU ‘H
7KLV LQLWLDWLYH FRPELQHV SUDFWLFDO WUDLQLQJ ZLWK IRUPDO 7R DYRLG YLROHQFH GLVFULPLQDWLRQ DD ﬁg?‘%&%ﬁé@w\-&@/ '
I |
U XULQJ

HGXEFDWLRQ HQVXULQJ D VWHDG\ SLSHOIGH- RJ PRICOBHEHORSPHQW WKH ZRUNSODFH $OIHQ KDV PDGH Lw ¥4 UL , WR SIU\F/QVT(F;V\\/’;' :
FRVI\\/I UHIHU WR VHFWLRQ FRGH R Yo
i

ZRUNHUV 7KH $OIHQ $FDGHP\ IXUWKHU V v &ROGX RPRY
TRYRUGDOFH E) PDGDILGS wHEKGLFD G, BEEYEE I AT o ryHDVLQI01 ENLQI KWTE Y REEE WEoxvirg SroLF uiHOMHBEWITR MR © 1RUP R1GLYVFULPL
DQG PDLQWDLQLQJ VWDWH RI WKH DUW, | ;I—:f W VL B gk/w EH VXF:\OW@WHﬁHJ %L'UF B\%)EH DOG DFWLRQISODOY E}?%NH%N HUR WROHUDQFH R
DOG HGXFDWLRQ HQVXULQJ WKH ERQ % H%Q% B ﬁ[‘ésrl?—‘\?/vzluéﬂsﬁlv PR DIHUY Do LwKERO MR KFH ] Q Q
RID VNLOOHG DOG FRPSHWHOW ZRUN kﬁ Y P RI WUDLQLQJ KRXUV 1URP  WR GLVFULPLQDWLRQ DV ZHOO DV RWKHU
KLIKOLIKWHG E\  $OIHO $FDGHP\ VW ng(@ Y HPSOR\HH LQ WKH FRPEQZHMBEU 73 IDFLOLWDWH JULHYDQFHEPIKDRDREXWPVZ WVEHFRIQLVH WKDW ZH DL
UHEHLYHG WKHLU GLSORPDY LO M 6BFH WUDLQLQJ KRXUV FDPH WIQSRWW FERXFUAUBSNURU DEXVH VKRXO® XK RRFXGH@MIXFKOUWLFXODUO\ LQ R
HPSOR\HH :H GR QRW REVHUYH D P DWH W DIONVE RIQN UHREFOR\HHYV DUH HQF R X UDQ HIGU W@ PROQUNF R & WD WR QV X OWDW LR Q
3HUIRUPDQFH PDQDJHPHQW GHWD LO HidH W& HirQH ISIQBHUYQ H O FRQILGHQWLDO FRXQVHOORU RU WKH IROWRZOHE®R RHUZLWK DSSURSULDWH P
KDOQGERRN HPSKDVLVHYV RQJRLQJ HPSOQR\HH FRXQVHOORU éRU PRUH GHWDLO RQ RFRPPKWPMQMEWRZRIXU YDOXHV HWKLFD
GHYHORSPHOW WKURXJK VWUXFWXUH N/ LUy [ XOO \HDU WUD%’E‘J‘R‘%%&")@LPI—#\QL HIKRXWE VHFWLROQ ZKLYWROHBQRZHU ZRRUNFODBH ZLWKRXW DQ\
Q H"H@%p LQJIIXO FREBSHUPILY oG B WP
VHWWLQJ 7KLV F\FOH LQFOXGHV WKURAH 1 L U EQBQ UoB8 VHFWLRQ ,QVWUXF®ILRRULRQQWWHRQ UHPDLQ ILUP 1RQH F

ZLWK RXU HPSOR\HHV HDFK \HDU D WDYJHW ¥ HWW QI SURFHGXUH DQG KRZ DQG ZKHUH WR KBBRWDOM® WRLRWPKH FRPSODLQWV ER
PHHWLQJ WR HVWDEOLVK JRDOV D PL 5HSRUWLQJ SROLF\ $GGLWLRQDOO\ DA G XESWHHYDOXEEGDQRHAWR 1R VHYHUH
FKHFN LQ WR UHYLHZ SURJUHVV DQG D \HDU HOBVES N WIPXRYgW H WUDLQLQJ UHSRUW DEXVH YLD DQ H[WHUQDO KRWQERQGH Q® ¥ HIHBRIWHG

WR HYDOXDWH RXWFRPHV 7KHVH GLVERSGIE Qv 1xtBAPKRKYY SHU HPSORVHH REEXUUHQFHV DURXQG YLROHQFH GLVFULPL%DWLR% D%G |
FUHDWLRQ RI 3HUVRQDO '"HYHORSPHQWHBDO®V 3'3V DQG KDUDVVPHQW DUH UHSRUWHG E\ WKH FRYPBAGKESBDOLOW ILIXUHV PD\ KRZH

KHOS LGHQWLI\ KLJK SHUIRUPLQJ LQGE¥bEXDOV IRU FRXQVHOORU 7KLV XVXDOO\ VWDUWYV ¥£WR Ll%{_g ECWVPHH o ham R RS TR
DGYDQFHG WUDLQLQJ DQG FDUHHU JURZWEK RSSRUWXQLWLHV FRQYHUVDWLRQ ZLWK WKH FRXQVHOORBUFR Y )PVGEFEVP?IE‘YLRXU "H DUH WKH

o PDWWHU LQ D QRQ MXGJPHQWDO zD\ 2RWHR¥KWPHRH : <
7KH &+52 LV XOWLPDWHO\ UHVSRQVLEOHLRH Wiiber HpsorikHy UHTXLUHPHQW WR ILOH D IRUPDO FRPEB%PLF%WQJH?@UH DZDUHQHVV DPRQJ HP:T
LPSOHPHQWDWLRQ RI DOO WUDLQLQJ DQG SHUIRUPDQFH FRXQVHOORU SURYLGHV DGYLFH JXLEDOFEHC D HB MR W R PDNH VXUH WKH
PDQDJHPHQW SROLFLHYV 3HUIRUPDQFH PDQDJHPHQW WKH HPSOR\HH ZLVKHV WR ILOH D |RUPB%VHQW5L§QDWVPV RAYy YDOXHV RXU SRO

, FRXQVHOORU FDQ DVVLVW $00 LQFLGHOWEDBHYY oriIHG
HYHORSLQJ RXU ZRUNIRUFH ‘H DUH FRPPLWWHG WR IXUWKHU UHILm&g X
RVHG XS DOG UHSRUWHG XSRQ |, QRR k'P\éhh’(JHMHFRSVXOWDWLRQV LV WK

$V ZH ZRUN LQ D KLJKO\ LQQRYDWLYH%ES% VH%%%{@(;{%;&JUSE/VX\?VSHS;JHRSSMQ%%}?@%;% §g?\é®VWé/LJDWLRQ LQWR MK/ & W WWIHRQRLPEKYIORZLQJI LQFLGHQV
U D

LPSRUWDQW WR PRQLWRU DQG GHYHO OW D06 OR0J GRS D I ZREFR T EH LQLWLDWHGSRUVEKE W k& R WKH FRQILGHQWLDO |

$OIHQ $QQXDO 5HSRUW



7KH QXPEHU Rl FRPSODLQWYV LV WKH WRRWDWL QKW HNVUPRIUH FKDOOHQJLQJ DQRY HVU ZKHKIHD $ DB BQR/LBPIO WR PLWLJDWH [BHBWOVKPWM WRHVGIVWDQGDUGYV JLYH

FRPSODLQWYVY ILOOHG WKURXJK LQWHUQYNEHW IVKFEKQFW VDIH ZRUNLQJ FRQGLROLWRQOVLRO IRWNQWHDOWHG WR Y DO XHRREDLGHZDWNHRWVW R VREKHW LQWHUHVWYV

PHFKDQLVPV DQG H[WHUQDO ERGLHV LRUWKB OBERNWIFRXOG DULVH 6KRXODSBUWRDGEKUDKYGWERQD®D ZH GR QRW GLIIHUHQWLDWH RXU

SHULRG 'LVFULPLQDWLRQ LQFOXGHV GHYBURBREQWWY VXFK DV UHJLRQDO XRQENMWVWD\QGWILRIDWKH LPSDFWV ULWVNY DQIGHRAE SFRIGH QR W &HRVQ G X F W
GHWHULRUDWLRQ RI ZRUNLQJ FRQGLWAHRWXHWNRDGL ILASBIRW GRWRJIUDSKLFV

$OIHQ V JULHYDQFH PHFKDQLVPYV MXVW RXU RZQ YDOXH FKDLQ ZRUNHUV EXW DOVR DOWHUQDWLYH 2XU 6XSSOLHU &RGH RI &RQGXFW LV ED

VXSSOLHUV ZH PD\ IDFH FKDOOHQJHVOLY WAPLQ & § RKQWLDO LPSDFW LQ BKIHQFDOAHVREKRILWKH 81 DQG JXLGHOLC

OHWULFV 2(&" DQOG WKH ,/2 W LV SXEOLFO\ DYDL
LXPEHU Rl FROVXOWDWLROV FRQILGHQWLBgv"HULDOV DQG LQSXWV QHHGHG IRV RXH Y RARFEWMCH OLNHOLKRRG RI ZRyfmg\pL\%qulFUva RXU YDOXH
FRXQVHOORUV UHJDUGLQJ GLVFULPLQDWLBHQWLILHG PDWHULDO WRSLFV FKDLQ IDFLQJ WKHVH PDWHULDO WRSLFV ZH HYDOXDWH RXU
LXPEHU RI FRPSODLOWY UHIDUGLOS VXSSOLHUV UHJXODUO\ DQG HQKDQFHBXRX&R GHSBRWWUVINYQOGDUGY IRU HWKLF
7KH LPSDFWV ULVNV D RSSRUWX FRIR V, LWLRQ ZH RSRQGWHVRDOD GHHYEWGEHY KRZ ZH ZDQW
CLVEULPLODWLR Q Q s QG RSS QENGHW $HIN PFRIR V,\0 GG Q 5 MO GHHYIEHG Q
N PEHU RIRWKHL EROVXOWDWLROV YDOXH FKDLQ DQG FDQ YDU\ ERWK LQSBUMD GWK HHQEZBO EDWLY ZKHUHE\ HDIFKS BRYW RPHIU HQMG URQPHQW DQG FRQ(
Q Q VHYHULW\ :H LGHQWLILHG IRUFHG ODERSSOLG R XHWUDGHUSDEWQHUVS  Z K HWXK A R RGHIZ DRVQLIFRQ. QL WKURWKHU SDUWLH
FRQILGHQWLDO FRXQVHOORU

YDOXH FKDLQ DQG KHDOWK VDIHW\ MR ERWKHXSFWRBGDWHG DUH VFUHHQHG LR&VDVVWBS LU ROPHEWDO SUDFWLFHV
1XPEHU RI RWKHU FRPSODLQWYV GRZQVWUHDP DV PDWHULDO WRSLFV IRDVE®VIHIX UZKWDIGDUG SURFHGXUH L\sWIKXDWLABV¥ K 7&MZSXQGRVH RI WKLV FRG
7RWDO DPRXQW RI ILQHV SHQDOWLHY DQ@®®»WHULDOLW\ KDV EHHQ GHWHUPLQHGVR XHH WR WKW LYFOWHEBWW DO GH SDUWQBO I HQ 'WFUXWE BIGQDERLIOQWN H[SHFWDWLR
FRPSHQVDWLRQ IRU GDPDJHV UHODWHG WdRHJDWLYH LPSDFW 2XU EXVLQHVV PRBUHHGILW COLHOWNHEG WRVVLEOH VDQFWLRQRMDEEDEHHGRQG PERWR WKH ZKROH VXS
WKHVH LQFLGHQWY DQG FRPSADLQWY WKHVH LPSDFWV ULVNV DQG RSSRUW XRU WM LHYWS QUPWUDGH SDUWQHUV D FREGWWDRWLPBR RXWURLRGH EDVHG RQ JXLG
7TRWDO QXPEHU RI VHYHUH KXPDQ ULJKWVWKURXJK LWV IRFXV RQ VHFXULQJ PDWHUXDDVY BQRFHYYXIMWOREH LQWHJUDWBG WH KK 2HEWKH HQVXUH WKH LQWHUH
LQFLGHQWYV EDWWHULHV 6RXUFLQJ UDZ PDWHULD®FUIRKMQEMW WHWRIH¥*DQEERQ&UHGLW V FIKBL @ KIFKNSWRYRGHW XIITLEFLHQWO\ UH I
7RWDO DPRXQW RI ILQHV SHQDOWLHV DEPWWHU\ PDQXIDFWXULQJ RFFXUV ODGXHQQRX¥WWIGEMW FEFIKHFNV DXWRPDWLF VFUHHQLQJ DJDLQVW D
FRPSHQVDWLRQ IRU GDPDJHV UHODWHG WRURSH DQG WKHUHIRUH VHFXULQJ W&MKFBHRD RIHLAR®BNO VDQFWLRQ OLVWV %DéJg"b%\}vM’F*‘DLb ¥g[[YéQ2\V’|J+éKWV RIZRUT
VHYHUH KXPDQ ULJKW LQKLGHEWYV UHTXLUHV ZRUNLQJ ZLWK YDOXH FKDLIHDRBRNUS(Bg OLVWV 7KLV zD\ Rl ZRUWPLE) RXYXBHGH FRYHUV DQWL GLVFUL
FRXQWULHYV ZKHUH OHJLVODWLRQ WR IIRQPOOH WHG KVOW B HJ DRIGRDO SURFHGXYHH®REDRIORVVRFLPWLRQ DQG FROOHF
FROOHFWLYH EDUJDLQLQJ DGHTXDWHSDDWWH R IDRYGUVIRAFQDWRULQJ SURFHGXUKYERAWFIRYG FWHRQV LQFOXGLQJ KHD(
"RUNHUV LQ WKH YDOXH FKELDORIXHV WHQG WR EH ZHDNHU WKDWXBSAXHBRBHDXGLWYV DUH H[HFXWHG ER"h@(\{}(@k'lYFKWVt%)SVH RI' FKLOG ODERXU
SDUWLFXODUO\ FRXQWULHV XQGHU (SGEBRUWPHQW ZKLFK ZLOO KDSSHQ L%MY[WL’L\Q}@\FQLSHLQJ KXPDQ WUDIILENL
,QWURGXFWLRQ FROODERUDWLRQ ZLWK RXU 6XVWDLQPPEFW\ cii&® PHRVOKRH ZLWK WKH

:KLOH ZH UHFRJQLVH WKDW WKHVH PDMWWR/N@TJ,%@@,QHWDWLRQ R RXWWW%QDLW\ H GLG QRW ILQG D

2XU YDOXH FKDLQ VSHFELILF LQFLGHQWV ZH WUHDW WK WRphEN RYvS BWEHERWMKP DuH FuHDWHE 'OV HY K BY ERWLGHQRWY RU RWK
VIVWHPDWLF LVVXHV )RU H[DPSOH IRYUFHE G |l UokMe D owHU QDO O\ LPSDFWV IRU ZRUNHUV LQ RXU VXSSO\ |

‘H EHOLHYH WKDW ZRUNHUV DFURVV WIQRYQ R RKQLQVVXH LQ WKH PLQLQJ LQGXVWU\ LQ 6XE GHILQLWLRQV IURP WKH 81 *XLGLQJ 3UL

VKRXOG KDYH DFFHVV WR IDLU ZRUNL @D KIRWIGY WLRFEWD HWIXD W KXV RXU HIIRYQM PXYWZIRFKVZROQNHUV LQ WKH YDOXHXKFKOHQY DQG +XPDQ 5LIJKWV ,/2 '"HFO

WUHDWPHQW DQG DFFHVV WR RWKH U HHOHMIJ W & D WRRXYUULDOWM FKDLQ VI\VWHPDWLFDOO\ DYRLGYV )XOQGDPHQWDO 3ULQFLSOHV DQG 5LJKW

2XU YDOXH FKDLQ H[WHQGV IURP UD Z ®DWVDH U RDG /& SSEXERMN UDWKHU WKDQ:WH X WGRSWHG D JHQHUD%(%‘”*&FL'& YMFHV IRU 0OXOWLQDWLRQDO

ZLWK ZKRP ZH W\SLFDOO\ GRQ!W KDY HSRBWHIQFMN. DO LVRODWHG LQFLGHQWYV YWY ERFHRQOS HPWPIH ZLWK ZRUNHUV LQ WKH YDOXH FKDLQ

UHODWLRQVKLSY L H WLHU WK UFRHIW ZMR R XD GX W HFRKWLQ ZRUNHUV DQGPERIWVAFSPSWY VHW XS FKDQQHOV IRILVIDFRGHHAXE@LHY WR DOO FRPSDQLH

VXSSOLHUV RXU ORJLVWLFV SURY LG HSDW VERMXIO DWRPLROKUUHJIJDUGV WR VDIH®RUYNHEWUR WHWYIBHFEQFHUQV RU LQRWHBIRUDWH QHMW/ SDUWQHUV ZKR SURY

VXSSOLHUV WR RXU SURGXFWLRQ |D F LL@LSW MHA DDUHG ORRQZ Y DGHWVOW E X LOW WR v3HE VS EDWALRGY RIRMEQP XH FKDLQ ZRUNKW VHQWRHERWIR $OIHQ DQG LV WKHUH

RXU FXVWRPHUV DQG ILQDOO\ RQ WR/RESOMHUNR MUY FRKGIOG DOVR PDWHRPFYGJ L WAsIYF- RikE W RRQDILQI WKMDIPVHXPIODE RWHRQWHDV  (YHU\ HQWLW\

HOG XVHUV DQG WKH WKLUG SDUW\ W RFKRXILF RZQVZ RIR H UV LPSDFWV RQ YDOXH FKDLQ ZRUNHUV DQVGUBY SRIQWVLBYHRKRU DGKHULQJ WR LW

RSHUDWH UHSDLU RXU SURGXEWY ‘H FROVLGHU YDOXH EURDGHU EXVLQHVV PRGHO ,Q DGGLWURIQV &R GH WV HIHGOE\GRXU 'LUHFWRU RI

FKDLQ ZRUNHUV DV DOO WKLUG SDUW YR WKY X¥k Bk IRRFHG ODERXU DQGRW KOWHK WDDUHWAY UHODWHG WR PDQESDUWWHKEW PD@QBIHHEXSSOLHU UHO|

KDYH GLUHFW PDQDJHULDO RYHUVLJIKW ¥HYdQFXU YDOXH FKDLQ KDYH W KQif ERMLYGIWLIED VRV DQG ULVNV RU W R RIQUEDFAW FHUX B UV QR FIULWLFDO VXSS
VXEVWDQWLEDOO\ LPSDFW RXU EXVLQHRXUPRGIHID LHUVHRIZH WKRHVH WRSLFV LOQ ZH ZLOO UHYLHZ

$V ZH DUH QRW D YHUWLFDOO\ LQWH JWRWH G CEXN \NXHFKVS ZBIFDWLHFHV ZH FR X OWKIHD FHDWXELWDWWDRRG EHQHILW RI GRLMQYLRR LAWK HY HhRQyWKH YDOXH FKDI

GHSHQGHQW RQ RXU SDUWQHUV DFURMQ WEHLDDOXIH RKDWQF W RV OHJIDO SHRXQWAHM HIMVB 6W B B R BRGH RI &RQ.GXBW KRVoEHHRVURO IO\ FRPPLWWHG W

VHFXUH WKH PDWHULDOV DQG LQSXW\GRPBIEH® YR B HBEDWHVRXY LQWHUYHQ@H RIQYRISHEXUR EH LQ OLQH ZLWK WKH 8Q LWMKEG, hQV&IRI%

SURGXFWV DQG RQ RWKHU SDUWQHURSHURMQE GHOLYHU DQG 8QLYHUVDO '"HFODUDWLRQ RI +XPDQ 5RHWY

LQVWDOO WKHVH SURGXFWV IRU RXU FXVWRPHUY DOG HOG IURP WKH 2UJDOQLVDWLRQ IRU (FRQRPL &R H

XVHUV %\ KDYLQJ PDQ\ Rl RXU SDUW I;'B%?H@V[% UDWKHU WKDQ DGGUHYYL,WKEB vv“% &Y LBHIEOW K H LQWHUE%%U@%%@U%%Ef Ro [[))QV\V\QLE))\(NFIJNUXL%%GL

(XURSH ZH HQVXUH EHWWHU FRQGLWUV T PWE\VRISRPLHUV DQG GHYHORRoVE P! Hp VO VYR Wi kN XvD Q FH v D \E FRY BXBAWH G F §IKH

YDOXH FKDLQ ZRUNHUV +RZHYHU IRUVZWIEBFPYANYNYKHVH DQG RWKHU WRS E/%HW%&W KBHd YofRY% U 2uIDQLVDWLR 72

IXUWKHU DEURDG RU WKRVH IXUWKH UBXS RXWHVYpERGETERD&BQRGXFW SROLF\ 7KLV SROLF\ LV RXU
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&XUUHQWO\ ZH SURDFWLYHO\ FRQGXPWEKYXEUWR DN IHPODDWHG ULJKWYV +HDOWK 6DIHW)\
DVVHVV DQ\ FRQFHUQV UDLVHG E\ WKLUG SDUWLHV H J

PHGLD UHSRUWYV XSRQ ZKLFK RXU 3XUXHKWRLWHKH QDWXUH RI RXU SURGXFWV KHDOWK DQG VDIHW\
GHSDUWPHQW WDNHYV DSSURSULDWH &NVMVRRSIAIFOUN PEWWXREVF ERWK IRU RXU GRZQVWUHDP DQG

LI QHHGHG 6XFK GLVFLSOLQDU\ PHDVX3YWW UFHRXO EDWFEOREWM J)URP DQ XSVWUHDP SHUVSHFWLYH LW
FRPPHUFLDO OHYHUDJH VXFK DV WHURVQUPABRYWRRW WKDW ERWK WKH SURGXFWLRQ RI RXU HOHFWULFDO
UHODWLRQVKLS ZLWK WKH VXSSOLHU ERBRRR$IQVRS UVDRVIR DFMWA N®@IHO\ DV ZHOO DV WKH

LV WDNHQ 8QWLO QRZ QR VXSSOLHU SIMROTDXWHRORWN. RY KBY¥HPLQHUDOV )J)URP D GRZQVWUHDP

EHHQ WHUPLQDWHG IRU WKLV UHDVRQSHW/G HEW IRAHK HW LV LPSRUWDQW WKDW RXU RZQ SURGXFWV DUH
PHDVXUHV KDYH EHHQ DW WKH GLVFUEBWL®Y EP MO VR WKDW WHFKQLFDO HQJLQHHUV ZKR RSHUDWH
3XUFKDVLQJ GHSDUWPHQW *RLQJ IRURQOBRWHLEZIRX®Y SRREXFWYV DUH VDIH

DW KRZ WR VA\VWHPDWLFDOO\ LGHQWL}\ I;)&% Vgs % %F K\ HOYLURQPHQW FDQ LPSDFW DOO
WKH RXWFRPH RI LQLWLDWLYHV GHVL H
V) V LQ EURDGO\ WKH VDPH ZD\

LPSDFWV DQG ULVNV 6KRXOG ZH FRQ \8

IHW\ PHDVXUHYV EH LIJQRUHG YDOXH
DQ\ UMODWLRQVKLS LQ WKH IXWXUH E%LPSDFWHG WKURXJK LQFUHDVHG
ZKHWKHU WKHUH DUH DQ\ QHJDWLYH (g L Q
FKDLQ ZRUNHUV UHVXOWLQJ IURP WKW%H R F¥o

\VLFDO DQG PHQWDO KHDOWK DORQJ ZLWK
LQFUHDVHG DEVHQWHHLVP 7KH ULVN WR
KRZ WKDW FRXOG EH PLWLJDWHG $OIHQ LV FOHDU SRRU KHDOWK DQG VDIHW\ SUDFWLFHV FDQ
*RLQJ IRUZDUG RXU DSSURDFK WR DGEGHMNAOMW FRWKRDRHHBY® ULVNV LQFOXGLQJ FRVWV DVVRFLDWHG ZLWK
RI ZRUNHUV LQ WKH YDOXH FKDLQ ZLR DMYRDEH WEHEFE EWY ZRUNHUV FRPSHQVDWLRQ FODLPYV
WKH &RUSRUDWH 6XVWDLQDELOLW)\ 'XQHUBDOIGDFELQUWMEMM. YHQFUHDVHG LQVXUDQFH SUHPLXPV DQG
&6''' ZKLFK ZLOO FRPH LQWR IRUFH E&WHR¥YLRAD WBOPDIH WR RXU UHSXWDWLRQ :H KDYH
GHHPHG WKLY WRSLF PDWHULDO EDVHG RQ LWV LPSDFW
"RUNLQJ FRQGLWLRQV DQG JHQHOWKRIBERMXIUILVN LV FOHDU ZH HVWLPDWH WKH OLNHOLKRRG
ULJKWV )RUFHG ODERXU Rl WKHVH ULVNVY DV ORZ :H DJDLQ GR QRW VHH DQ\
RSSRUWXQLWLHY KHUH IRU $0IHQ DV ZH VHH WKH
:KLOH ZH WDNH SUHFDXWLRQV WKURXBRQIFRUFIBREBQWLRUKHEHNVK DQG VDIHW\ PHDVXUHV LV
RI &RQGXFW WR SUHYHQW DQ\ IRUFHGHODHERWXHG Z2H DOO PDUNHW SDUWLFLSDQWYV
UHFRJQLVH WKLV ULVN LQ RXU XSVWUHDP YDOXH FKDLQ 7KLV LV
PRVWO\ UHOHYDQW IRU VXSSOLHUV RXWVLGH Rl (XURSH DQG
RIWHQ RXU WLHU VXSSOLHUV ZKR PLJKW EH LQYROYHG LQ
WKH SURGXFWLRQ RI UDZ PDWHULDOV 7KH QHJDWLYH LPSDFW
Rl IRUFHG ODERXU RQ YDOXH FKDLQ ZRUNHUV LV VHOI
HYLGHQW IRUFHG ODERXU UHVXOWY LQ WKH H[SORLWDWLRQ DQG
DEXVH RI LQGLYLGXDOV YLRODWLQJ WKHLU IXQGDPHQWDO
KXPDQ ULJKWV FDXVLQJ SK\VLFDO DQG SV\FKRORJLFDO
KDUP DQG SHUSHWXDWLQJ VRFLDO LQHTXDOLW\ $OWKRXJK
WKH SRWHQWLDO SRRO RI ZRUNHUV HQGXULQJ IRUFHG ODERXU
LV YHU\ VPDOO JLYHQ WKH LPPHQVH LPSDFW RQ WKHVH
ZRUNHUV ZH KDYH GHHPHG WKLY WRSLF PDWHULDO ,Q
DGGLWLRQ WKH ULVN IRU $OIHQ WR HQJDJH ZLWK VXSSOLHUV
ZKR XVH IRUFHG ODERXU LV FOHDU FRPSDQLHVY HQJDJLQJ LQ
RU WROHUDWLQJ IRUFHG ODERXU LQ WKHLU RZQ ZRUNIRUFH
IDFH ILOQODQFLDO ULVNV LQFOXGLQJ OHJDO SHQDOWLHV
UHSXWDWLRQDO GDPDJH DQG SRWHQWLDO GLVUXSWLRQV LQ
RSHUDWLRQV GXH WR SURWHVWY VWULNHVY RU UHJXODWRU\
LOWHUYHQWLRQV :H GR QRW VHH DQ\ RSSRUWXQLWLHYVY KHUH
IRU $OIHQ DV WKH QRQ XVH RI IRUFHG ODERXU LV H[SHFWHG
E\ DOO PDUNHW SDUWLFLSDQWYV
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*RYHU D FH L | R D LDO WRSLF WKH LPSOURWAWWUWRR® ®RIRZKLVWOHEORZHUV %XVLQHVV FRQGXFW % X V L (
Q Q Q %ﬁlgwﬁ?s OLFLAV LV PDQRDIRG EL R SHE orZn P SURWHEWLRQ VHUYHD VGD ¢ RWwE DWW H FXOWXUH
SUHUHTXLVLWH IRU VRXQG FRUSRUDWH JRYHUQDQFH DV
5HJDUGLQJ RXU JRYHUQDQFH SROLFLH\GVYRFFRHGXBEWLRQQBDUG VHWWHUV $X\FK DPWMIH JRYHUQDQFH DQG DF\
CLOWURGXEFWLRQ WR JRYHU GDIEHRU ZH GLG QRW ILQG DQ\ LQFLG&HRPPYLVUWVLRQ &KHSRAHUDWH *RYHUQDQFH +DYLQJ VWURQJ

LQIRUPDWLRQ ILJXUHV KDYH QRW EHHQ YDOLGDWHGZKLMVY GIHEBB2PO SDRWKHFWLRQ ODZV E® EDDHHWHIQDX@W ¥ U

RWKHU WKDQ RXU DVVXUDQFH SURYLGHKWVWOHEORZHU WR UHSRUW LOOHJD( WW$ \ ERXW AHPY WHH LV U
,Q DQ LQFUHDVLQJO\ G\QDPLF DQG LQWHUFROQHEWHG ZRUQG RI UHWDOLDWLRQ 7KLV HQFRXUDJHV é éﬁw f RI KRQHVW\ DQC
WKH LPSRUWDQFH RI HWKLFDO EXVLQIQ\D\)N#@ESQQNJHJWH&-«QD@FH WRSLFVRPR GRUZDOUBWHSG UHSRUW ZURQJGR JF VLOHVV LQ DV
EHHQ JUHDWHU )RU $0OIHQ DV D SXEOLF®DVOLVWHG FRPSDQ\ JUHDWHU DFFRXQWDELOLW\ DQG SUH W, }l?Ri{('Eng O\ UHVROQDWH
PDLQWDLQLQJ KLJK HWKLFDO VWDQGDUGV LV HVVH%(WLDO |gRW WKH HQYLURQPHQW DQG RU SXEOLF Klﬁ b,{;/ Q égi/ XPOWKMRXIKRXW $O1HQ
RQO\ WR PHHW UHJXODWRU\ UHTXLUHBRYWRUDNH 3 PRV Wik WKHUHIRUH IDFLOLWDWHV LWV RZQ ZRUN (6]

EXLOG WUXVW ZLWK VWDNHKROGHUYV RAXGS LML EYBYYOFHG WKDW D ? S,DU
HPSOR\HHV FXVWRPHUV DQG WKH FRPPXWLWEHW LRoZKY UK owLDO SUHUHTX ‘fiﬂ
ZH RSHUDWH ,Q D ODQGVFDSH PDUNHSRE\SBYRRAYPRY H U H QHHG WK

DQFH V.
VRFLHWDO H[SHFWDWLRQV HQYLURQR KPP O oy eh RWKHU IRUPV Rd HKDNEIHROO)Y bYW \V VWDUWYV ZLWK VHW!
UDSLG WHFKQRORJLFDO DGYDQFHPHQV@\%?O\%H%?#LEQ'%DE?‘—E%@%&R}%%QGF(S(SJVPXVUQL%}%L’%J g@ﬁ ,}ﬁ QD ! V&U OHJDO SRUMWLRRORA MWRERY GVRS!

LV D NH\ GLIIHUHQWLDWRU WKDW GUL kR RADWH Ui Y ERIXH D00 1XQFW LR QLA UXS O/ GRIF IVL® G PLIDENAD] XULOJ ILODQFLDO \HDU $0IHQ FRQ!

U V. F RI KRQHVW\ DQ
3UHYHQWLRQ DQG GHWHFWLRQ RI FRU %EE%SHQ?I_V%@%VGXFW DOG OVLC

FUHDWLRQ SURFHVVHYV R

$W $01HQ ZH UHFRJIQLVH WKDW HWKLEDQ #EX QR BRACKEMN H FHP HQWAMIHR 8O ROV HBIUW R WKH IRXOGDWLR éﬁ

WKH IRXQGDWLRQ RI VXVWDLQDEOH JUYR WL@HgFWE(EW RXU ZRUN DQG NMHSRVUWKUB VIR WRY RWHIBOFH $W SOIHO 21 ] W&V\é\ﬁzcgexgsg;\'/:/%HL(\;/VSSSELOQRFZRHL
-

VWDNHKROGHUV 'DQG HQVXUHV WKDWpH ERIHPWWWUDFWLRO DQG UHWHQVELXRQ Q$ ¥R 28 MK\ ZR MKW LHY WKDW D Uy ALY KeHy & 3
UHVSRQVLEO\ LQ D FKDQILQJ HQYLURGREGW k)L QWO UDMIS x U LQ SODFLPQEB% EMLQJEDERP(WQE) SRWHQWLDO DOV R EULE_S/\L/J‘%/LD@G aREN R aRQEXTW
HWKLFDO SULQFLSOHV LQWR HYHU\ DVSAIW Kb BB BAULRBIVYDEOH EXVLQH ¥R SWDRFWILE G L QAR BHRIMG 7R P LW L J D Wi MIRHKDM/ R \& R G § RV KGR GFEW WKDW T
ZH DLP WR QDYLJDWH FKDOOHQJIHV VHpHHbROPRPHIHOWLBYG HQKDQFHG UkSXWRUALRQG .RRUYMNOWLRQ LQFLGHQWHP SRRABNW UKEXSW OBIGSOHV DQG EHV\
DQG FRQWULEXWH SRVLWLYHOV WR VR kB ERAS KR FRUSRUDWH FXOWX Ut R QVR BB G DR B ®DPWN RRUUXSWLRQ HPHBE KO HVKIHE SQDWHH &RGH RI &RQGXF
HQYLURQPHQW DFFRXQWDELOLW\ XQHWKLFDO EHKDYZIRIXAK DQK RRWOHDIMNBWH) WKH GHGLFIWHE&RUPAMH. k& RW XKL WKDW WKH ([HFX
%DVHG RQ RXU '0$ ZH LGHQWLILHG wKHMBRIRYH RYLURQPHQWDO DQG YRBRUW FKP BOHRHBIWLRQ RI FRUUXS WARQWYQWREHEEHG\LQ WKH GD\ WR GD\ U
UHODWHG VXVWDLQDELOLW\ WRSLFV SRWRQURDOWY ERBGLQHWR ILQDQFLDYX OWRNM YN RUMG Ui $XWDW HRBZDU HQ H VN PRRIORXHIYR TIKFHL ARUH YDOXHV LQFOXGH
SURWHFWLRQ Rl ZKLVWOHEORZHUV DEPPDHREOXY¥WERD §88 HWKLFDO EHKWKURXUK $OXH QVUDLQLQJ SURJUDPYV 7&RQ @RAWRGOA UHODWHG WR SURIHVVILR
EULEHU\ LWLIDWHY WKHVH ULVNV WKURXJK LWVWKDWHY YOHIBIDVDRDGGUHSXWDWLR QI HBELAPE-WXWBOVRELOLWY LQWHJULW
RXU &RGH Rl &RQGXFW HQKDQFHV RXU FRPSDQ\ V LPDJH DWWRREBKHEY) LY RXEJOOWRSLFV VXFK DV D
PLQGHG LQYHVWRUV DQG SDUWQHUV IBbd\E Vs PMIWeEWBIFFG\U\ FRUSRUDWH VRF
RSHQLQJ GRRUV WR QHZ PDUNHWYV ZKHKH R MK DIEICO VEDX M HWY FDQ EH IRXQG
SUDFWLFHVY DUH YDOXHG 2Q WKH RWIKHGKODFYLMWHOXUH WR

SUHYHQW DQG GHWHFW FRUUXSWLRQ \ F V, ]
LQ OHJDO FRQVHTXHQFHV ILQHV GDP%( %@}éﬁﬁggﬁ \UF\J/1 FQ(POA(JEL?(/LQZHK\I/_\;KRE
UHSXWDWLRQ DQG SRWHQWLDO RSHUDWIROD 5 v@LF%?(SQgW“ MG GHSDUWP

OHDGLQJ WR ILQDQFLDO ORVVHYV RSHUDWLQJ LQ WKH PXOWLQDWLRQDO \
6WUDWHJILF 3XUFKDVLQJ DV DW ULVN

K WKH RSSRUWXQUWUWR ROYVHFMN&G WKDW DVLGH IURP

%GF%FW WKH ODZ \sIWBI\UDRRVFLHAEXWWRUH RI KRQHVW\ D
QL

B

V
ng» U VXVSLFLRQV ZLWKypHIO WGENG BB RIAHREOPYHAROY H[SODLQHK
L
b Y
L

K
GHFLVLRQ PDNLQJ VWUHQJWKHQV RXY YA O BYWe RWYVE N RMHIKHLU EHVW  $860WLEOWORY DIOVVIXGBION IFKHY. Q DQG L8

O

7KH &RGH RI &RQGXFW DQG DGKHUHQFH
LOWHIJUDWHG LQWR RXU ODERXU DJUHH
HPSOR\HHV )XUWKHUPRUH LQWHUQDO
RZQ ZRUNIRUFH WKURXJK H OHDUQLQJV
FRXUVHV IRU DW ULVN IXQFWLRQV! L F
3XUFKDVLQJ LV XVHG WR IXUWKHU HQI
DQG FRPSOLDQFH ZLWK WKHVH SROLFLE

$O0IHQ $QQXDO 5HSRUW



7KH &RGH Rl &RQGXFW SURYLGHV D FRRSOQDQWLSORHDWXUH ZH XSGDWHG RKUWG RKQRWOMENMHR ZRIVUHU RU DXWKRULVH EULEHVY RU FRQGXFW
DQG D ZKLVWOHEORZHU SROLF\ LQ FDESRARIFXO®BVLOPREOSRUDWHG WKH ODWHMAWR WHKHXIL URHPHQWXQHWRLFDO EXVLQHVYV SUDFWLFH

EHKDYLRXU RU SURIHVVLRQDO PLVFRERXWWWKH "XWFK DQG %HOJLXP :KLVWOHEORZHUV
SURWHEWLRO $FWV 2XU FRUUXSWLRQ DQG EULEHU\ SROLFLHVY DUH LQFRUSRUDWHG

,Q WKH ILQDQFLDO \HDU ZH PDGH WKH &RGH R LQWR WKH &RGH RI &RQGXFW DQG WKH 6XSSOLHU RI &RGH RI
&RQGXFW H OHDUQLQJ ZKLFK DOVR FRKHW\S FRUFRNXZIMWLROSURYHG E\ RXU :RURY G FE@ M@OHJIJHG YLRODWLRQ RI RXU DQWL FRUUXSWLRQ
EULEHU\ DQG LQVLGHU WUDGLQJ PDQGHDIVWRLRERQ DQ DQ @XQEOVXEVHTXHQW OR $ MIAMIG EDM BHU\ UXOHV DQG SURFHGXUHV FDQ EH UHSRUWHG
EDVLV IRU DOO HPSOR\HHV ZLWK DQ $QHHEY HOPNKORMGRUHYQWUDQHW WR I XWWHRXJIKQEXWDKIHVWOHEORZHU SURFHVYV DQG LV

LQFOXGLQJ RXU ([HFXWLYH &RPPLWW HH DQHQFHVSHD ¥ RQR IRXU HPSOR\HHYV  VXEVHTXHQWO\ LQYHVWLJDWHG E\ DQ LQGHSHQGHQW WHDP
%RDUG 7KH WDUJHW JURXS ZDV HPSOR\HHV RYHU WKH ‘H KDYH D JHUR WROHUDQFH SROLF\ IRU EULEHU\ DQG

FRXUVH RI ILQDQFLDO \HDU zLWK BRERPEORYBRAVUBW HVUHIXODULWLHVERHYH WS é;WdIE’Lé%%'V\H/

RI 7R LQFUHDVH WKH FRPSOLDQFHYWHIvIRY KRQG XSGDWHG :KLVWOHEORZHU SROLF\ LQ

FRPLQJ \HDUV ZH ZLOO UHDVVHVV WKk QP PTEPORYHRKH QR YLRODWLRORPRUSUHYHQWLRQ SHUVSHFWLYH $OIHQ GRHV QRW LQWHQG

OHDUQLQJ DV WKH FXUUHQW H OHDUQLth’bl:iHZJEa( QHb\%LﬁXV@I—bQWHJLﬁSRUWHG WR FRQGXFW EXVLQHVV ZLWK JRYHUQPHQWY DQG RU

PXOLFLSDOLWLHY ORFDWHG LQ KLJK &3, &RUUXSWLR
WKH DQQRXQFHPHQW RI RXU FXUUHQW,Ry{ W M- HWRLFV QvLGHU 7UDGLQY LRQV ,QGH] FRXQWU(BHV RU FXVWRPHUYV LQSOXGLQJ

JRU WKH DW ULVN IXQFWLRQV! WKH WM%!@WFQQK%MEB(MV WR DGKHUH WR LWWKB%%WMH%PEHUV WKDW DUH OLQNHG WR FRUUXSWLRQ
ODWLR

HPSOR\HHV ZLWK D FRPSOLDQFH UDWHRJx FRYHULQJ VHFEXULW\ w BB & VEHELVEHRY VW ER QBWLRQYV 7KLV KDV EHHQ HPEHGGHG LQ
FRQVLGHULQJ FODVV URRP FRXUVHV IBYpWKOWHP HHFR(IWLYH &rRPPLWWRXUpph WR D\ RSHUDWLRQV YLD RXU .QRZ <RXU

WKH RUJDQLVDWLRQ DQG QRQ HPSOR\EHMy AKLWEUELY®PD UG WKH ODQDJHPH A =alY .<&! SURFHGXUH DQG UHODWHG DSSURYDOV

LQFOXGH WDLORULQJ WKH WUDLQLQJ |\_I\6?GW§|L-|I I@IEIW\WUF\RI WREEWRUV DQG Rﬁ;)klﬁvl\.lJKdgllll"\?lBJ wWwYH SRVVLELOLW\ DQG UHODWHG GHWHFWLYH
YHUVXV GHVN EDVHG HPSOR\HHV ZLWKRXW B WR%W\E@@H LQVLIKW LQWRHFHDVL?(I\HJIJI_W V%PWLGYMVR FRUUXSWLRQ DQG EULEHU\ DUH DQ
LPSURYHPHQW IRU QH[W \HDU V LQIRUPDWLRQ 7KH ,QVLGHU 7UDGLQJ LW VR Q SREW Gk RXYU DQQXDO IUDXG ULVN DVVHVVPHQW

1R YLRODWLRQV ZLWK WKH &RGH RI &B%&@WQZ!N&FQWUDQHW DQG ZHEVLWHSURKBYY D JHUR
UHSRUWHG LQ WKH ILQDQFLDO \HDuU WROHUBRFH SROLF\ RQ YLRODWLRQV RIyZWKHK WM Aldb d¥PE6Q4hD U ZH PDGH WKH

YLRODWLRQV ZHUH UHSRUWHG SROLF\ FRUUXSWLRQ DQG EULEHU\ H OHDUQLQJ SDUW RI &RGH RI

J PDQGDWRU\ IRU HYHU\RQH ZLWKL
%XVLQHVY HWKLFV :KLVWOHEORZHU %@z'ds'Lq:!\V ,QVLGHU 7UDGLQJ SROLF\ suﬁ‘BF@\ﬁ%{?V\fFﬁPQHPH%ﬁQ Q Q Q

LWK WKH UHOHYDQW REOLJDWLRQV DOEHEHWHDWFHA R @ﬁg%‘l-gJGH PDLO DGGUHVV LQFOXGLQJ RXU

$OIHQ HPSOR\HHV DV ZHOO DV WKLUG SBOWAMHEOBIUHWHRXNHBUWGHY O0DZ LQFOX @JWHYH*\X/&%%%M ¢ 6EXSHUYLVRU\ %RDUG 3OHDVH
WKH RSSRUWXQLW\ WR UHSRUW LU UH DOQNWHWW BB X VRUSHIXOIDALRRY (8 1R YHI ng@ KH %XVLQHVV HWKLFV ~&RGH RI FRQGXFW

ZLWK UHJDUGV WR YLRODWLRQV Rl WHKIQWRGB\RWRRQIGXAWWKKHILVN RI $01R8HPINREKUIRIKRB RIKYYLHZ RI WKH WUDLQLQJ FRYHUDJH LQ
ODZ VDIHW\ SROLFLHV WKH HQYLUR QPM® \EXRUL @Y VRIWMKWMHIULW\ EHLQJ KDUPRE DRLEBAUHBL W R

IRUPV RI PLVEHKDYLRXU ZLWKRXW EUBSQRKQLEMKHEGURWKPBGIVLUDEOH GHDOLQJFh%\ﬁ@HQ EBDXYVUWRPYERXUVHY DV SUHYLRXVO\

SRVLWLRQ LQ MHRSDUG\ 7KH :KLVWOHEORZHU SROLF\ LV
ok Re R se e Laws o b SRR MG RAGadio0 14Dy iy SIBERENRKRGHD LQ Witk XV LOHVY HWKLEY, aRGH R
SURPLVH WR SURWHFW ZKLVWOHEORZ uv@gwg@m%ﬁwﬂd%m& FOXGLQJ WDLORULOJ RI WUDLQLQJ WR WKH

LV RXWOLQHG LQ RXU :KLVWOHEORZHY S8 G E\WKH &RPSOLDQFH 211 LEHY, BRI R R T A G HPSORWHHY ZLWKRXW D

G DV SUHYLRXVO\ GHVFULEHG WKHIQQS ¢
5HSRUWLQJ RI VXFK LOQVWDQFHV E\ $00HOQ HPISIR\SIBIWWD G &RGH RI &RQGXFW BS¥RPubY PR P PHQW IRU QH[W \HDU V

WKLUG SDUWLHV FDQ EH HLWKHU E\ GPDQEIDVRUG LRUGHBHQROQHWZLWKLQ $04HQ WKPMWVKRVWRH LUUHIXODULWLHY ZLWK WKH FRUUXSWLRQ DQG
SHUVRQV RI WUXVW! ZKLFK DUH QRWPHROW BGGBVWR GPOXGLQJ RXU 6XSHYYLYRY) PG HY ZHUH UHSRUWHG LQ ILQDQFLDO \HDU

OLQH PDQDJHPHQW IRU HPSOR\HHV RQO\ RU L

FRPQSOHWHQDQRQ\SLW\ WKURXJK D su#\égF‘(Jlt%QBV‘kLS&Q/\L\BH LUUHJXODULWLHV ZHUQP‘@%‘%'&@%’\MF%RQ L,?Vl\J,LLRUUVH[];(L??(LLJEV(\JIECVVLRZHURF: BHs\,Ff_UWHG
IRU ERWK HPSOR\HHV DQG WKLUG sDUWRORFLDO VRWPIHEORZHU QR YLRODWL B Q Q Q Q Q
FRUUXSWLRQ DQG DQWL EULEHU\ ODZV ZHUH UHSRUWHG

FDVHV DUH KDQGOHG E\ DQ LQYHVWLJIPYHRIE QHDPVERN A UH UHSRUWHG OR FROYLFWLROQV
FRPSRVLWLRQ LV GHFLGHG E\ WKH &(Z3HYy |_'-|¥\(’79 GHWHFWLRQ RI FRUUXSWLRQ DQG EULEHU\
UHSRUW ,Q FDVHV ZKHUH WKH UHSRUW FRQFHUQV WRH &(2

WKH FKDLUPDQ RI WKH 6XSHUYLVRU\ %RDIG HQ@® WDXH BYHKWWLQDWLRQDO VXSSO\ FKDLQ DQG

WKH GXWLHV RI WKH &(2 'HSHQGLQJ RQ@KHUHQWWXEH BRGGXFW EXVLQHVV ZLWK FRXQWULHV WKDW
VHYHULW\ RI WKH FDVH GLVFLSOLQ D WDUMF WILRQW FO® VEKHWBN HQ GH[ :H DUH FRPPLWWHG WR

7KH QXPEHU RI UHSRUWY DQG WKH VWHIRQGK FIW LG\ RXUHEXVLQHVV IDLUO\ WUDQVSDUHQWO\ DQG ZLWK
UHSRUWHG TXDUWHUO\ WR WKH ([HF X WQ Whi RIRPWP\L VZ W HGHDISES O\LQJ WKH KLJKHVW HWKLFDO DQG OHJDO
6XSHUYLVRU\ %RDUG VWDQGDUGYV

$O0IHQ $QQXDO 5HSRUW



SHIHUHQFH WDEOH

'"HVFULSWLRQ SHIHUHQFH 3DJH&RPPHQW

(656 *HQHUDO GLVFORVXUHYV

%3 *HQHUDO EDVLV IRU SUHSDUDWLRQ RI VXVWDLQDEL®DW L W WDUNSIEHMM WLRQ B

%3 "LVFORVXUHV LQ UHODWLRQ WR VSHFLILF FLUFXPVWOIMANVIRU SUHSDUDWLRQ N

*29 7KH UROH Rl WKH DGPLQLVWUDWLYH PDQDJHPHQW BRBUGXBAGYRYEDYHMREQAWW UROH DQG UHVSRQVLELOLWLHV ZLWK UHJDUG WR VXVWDLQDELOLW\

_,QIRUPDWLRQ SURYLGHG WR DQG VXVWDLQDELOLW\ é@@%ﬂéj D W K W !

* 0, | 7

29 DGPLOLVWUDWLYH PDODIHPHOW DOG VXSHUYLVRU\f k JPESYE VYoV R &R BEECMPAVER OV LELOLWLHY ZLWK UHIDUG WR VXVWDLQDELOLW\

*29 ,QWHJUDWLRQ RI VXVWDLQDELOLW\ UHODWHG SHUIRXMFVQE RBELDQ AN QWODHVHIBK SRHMRUPDQFH LQ LOQFHQWLYH VEKHPHV

x29 6WDWHPHQW RQ GXH GLOLJHQFH 6WDWHPHQW RI GXH GLOLJHQFH N

x29 5LVN PDQDJHPHQW DQG LQWHUQDO FRQWUROV RY H B LWV RDQQDHERKQW \DUHES ROWHQODO FRQWUROV RYHU VXVWD _QDELOLW\ UHSRUWLQJ

6% 0 6WUDWHJ\ EXVLQHVV PRGHO DQG YDOXH FKDLQ 2XU EXVLQHVV PRGHO DQG YDOXH FKDLQ N

6% 0 ,OQOWHUHVWYV DQG YLHZV RI VWDNHKROGHUV 2XU HQJDJHPHQW ZLWK VWDNHKROGHUV N

sso  ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQUWLHV DG WiSHYH £QERYRENYE % AEWE YELRATWAYS EXYLHVY

52 "HVFULSWLRQ RI WKH SURFHVV WR LGHQWLI\ DQG CODWHULDOLW\ DVVHVVPHQW SURFHVV -

.52 "LVFORVXUH UHTXLUHPHQWYV LQ (656 FRYHUHG E\ W%ﬂm‘@%gﬁm%ggwbQQV\Wﬁ_%Ld:é/LOLW\ VWDWHPHQW -

. 7UDQVLWLROQ SODQ (QYLURQPHQWDO LQIRUPDWLRQ 6WUDWHJ\ JRYHUQDQFH DQG DFWLRQ SODQV :RUNLQJ

0’53 3ROLFLHV DGRSWHG WR PDQDJH PDWHULDO VXVWDLQPFI® KW' FRYW QOFH DQG DFWLRQ SODQV +HDOWK 6DIHAT 6WUDWHJ\ JRYHUQDQFH DQG DFWLRQ SODQV
6WUDWHJ\ JRYHUQDQFH DQG DFWLRQ SODQV *HQGHU HTXDoLw\ DQG HTXDO SD\ 6WUDWHJ\ JRYHUQDQFH DQ
SODQV 7UDLQLQJ DQG VNLOOV GHYHORSPHQW 6WUDWHJ\ JR>YHUQDQFH DQG DFWLRQ SODQV 9LROHQFH DQG

0'5$ $FWLRQV DQG UHVRXUFHV LQ UHODWLRQ WR PDWH UL\WDWHAY DIRDEY QP @k b W & IPFWLRQ SODQV 6XSSOLHU &RGHRI &RQGXFW %XVLQHVV FRQGXFW  %XVLQHVV
FRUSRUDWH FXOWXUH ——
&OLPDWH FKDQJH DGDSWDWLRQ DQG PLWLIJDWLRQ *+* HPLVVLRQV OHWULFV WDUJHWYV DQG SHUIRUPDQFH (¢

0'5 0 OHWULFV LQ UHODWLRQ WR PDWHULDO VXVWDLQDELKQHWYI\PEOROVKBEWLRQ DQG PL[ OHWULFV WDUJHWYV DQG SHUTFUPDQFH :RUNLQJ FRQGLWLRQV OHWULF WDUJ}
SHUIRUPDQFH +HDOWK 6DIHW\ OHWULF WDUJHWYV DQG SHolxUPDQFH 'LYHUVLW\ OHWULFV WDUJHWYV DQG
SHUIRUPDQFH *HQGHU HTXDOLW\ DQG HTXDO SD\ OHWULFV -WTUJHWV DQG SHUIRUPDQFH 7UDLQLQJ DQG VNL

, HY\NF&I} PHOW O?WULFV WDUJHWY DQG SHUIRUPDQFH 9LRUHWOFH DQG KDUDVVPHQW OHWULFV WDUJHWYV DQ

0'5 7 7UDFNLQJ HITHFWLYHQHVV RI SROLFLHV DQG DFWLR&NU FRVPYIHW Yy ZLWK ZRUNHUV LQ WKH YDOXH FKDLO-—3UHYHQWLRQ DQG GHWHFWLRQ RI FRUUXSWLRC

(656 ( &OLPDWH FKDQJH

7TUDQVLWLRQ SODQ IRU FOLPDWH FKDQJH PLWLIJDWL/RI®QVLWLRQ SODQ o

3ROLFLHVY UHODWHG WR FOLPDWH FKDQJH PLWLJDW(RQ DRGPBI@WIVODMALIRQYPDWLRQ 6WUDWHJ\ JRYHUQDQFH COG DFWLRQ SODQV

$FWLRQV DQG UHVRXUFHV LQ UHODWLRQ WR FOLPDWH EKURQPH GWDQOFILGNRUPDWLRQ 6WUDWHJ\ JRYHUQDQFH CQOG DFWLRQ SODQV

7DUJHWYVY UHODWHG WR FOLPDWH FKDQJH PLWLJDW LERG) PQW HD BOBAWIDWDL.BRQRSWDWLRQ DQG PLWLIJDWLRQ *+* HPLVVLRQV OHWULFV WDUJHWY DQG SHUIRUPDQFH

(QHUJ\ FRQVXPSWLRQ DQG PL][ (QHUJ\ (QHUJ\ FRQVXPSWLRQ DQG PL[ OHWULFV WDUJHWYV DQG SHUIRUPDQFH

*URVV 6FRSHV DQG 7TRWDO *+* HPLVVLRQV &OLPDWH FKDQJH DGDSWDWLRQ DQG PLWLJDWLRQ *+* HPLVVLRQV OHWULFV WDUJHWY DQG SHUIRUPDQFH
*+* UHPRYDOV DQG *+* PLWLJDWLRQ SURMHFWYV ILQDQFHG WKURXJK FDUERQ FUHGLWYV 1RW D PDWHULDO GLVFORVXUH UHTXLUHPHQ'
,QWHUQDO FDUERQ SULFLQJ 1RW D PDWHULDO GLVFORVXUH UHTXLUHPHQ'

$QWLFLSDWHG ILQDQFLDO HIIHFWV IURP PDWHULDO SK\WLFDO DQG WUDQVLWLRQ ULVNV DQG SRWHQWLDO

!
FOLPDWH UHODWHG RSSRUWXQLWLHV 1RW D PDWHULDO GLVFORVXUH UHTXLUHPHQ

$OIHQ $QQXDO 5HSRUW



'HVFULSWLRQ SHIHUHQFH 3DJH&RPPHQW

(656 6

2Z2Q ZRUNIRUFH

'RUNLQJ FRQGLWLRQV 6WUDWHJ\ JRYHUQDQFH DQG DFWLRQ SODQV +HDOWK 6DIHW\
6WUDWHJ\ JRYHUQDQFH DQG DFWLRQ SODQV_ 'l YHUVLW\ 6WUDWHJ\ JRYHUQDQFH DQG

6 3ROLFLHVY UHODWHG WR RZQ ZRUNIRUFH DFWLRQ SODQV *HQGHU HTXDOLW\ DQG HTXDO $SD\ 6WUDWHJ\ JRYHUQDQFH DQG DFWLRQ
SODQV 7UDLQLQJ DQG VNLOOV GHYHORSPHQW 6WUDWHJ\ JRYHUQDQFH DQG DFWLRQ SODQV
9LROHQFH DQG KDUDVVPHQW 6WUDWHJ\ JRYHUQDQFH DQG DFWLRQ SODQV

6 3URFHVVHV IRU HQJDJLQJ ZLWK RZQ ZRUNIRUFH DQG ZRUNHUV!GRgéﬁgv% %@&g%@g@g&@f@g@ww RZQ ZRUNIRUFH
, Vv F XH

6 3URFHVVHV WR UHPHGLDWH QHJDWLYH LPSDFWV DQG FKDQQHOMWIRLL ®RZ  F@ENWRBRBN WeRN U D M \F RRFHW@W QFH DQG DFWLRQ SODQV
'RUNLQJ FRQGLWLRQV 6WUDWHJI\ JRYHUQDQFH DQG DFWLRQ SODQV +HDOWK 6DIHW\

"1
6 7DNLQJ DFWLRQ RQ PDWHULDO LPSDFWV RQ RZQ ZRUNIRUFH D%%@%ﬁg&?g%{w@%%??%g%g%%%@%ﬂgg%ﬁ:ﬁ#%%\HO%VH DJ\SVF?\;]ILUJQRDYQHFUHQgggHDIESV?_RQ
PDWHULDO RSSRUWXQLWLHY UHODWHG WR RZQ ZRUNIRUFH DQ Dﬁ %Y Bh N v\}& DRSPHOW 6WUDWHJ\ JRYHUQDQFH DOG DEWLRQ SODQV
9LROHQFH DQG KDUDVVPHQW 6WUDWHJ\ JRYHUQDQFH DQG DFWLRQ SODQV
'RUNLQJ FRQGLWLRQV OHWULF WDUJHWV DQG SHUIRUPDQFH +HDOWK 6DIHW\ OHWULF
! WYAUN! *
7DUJHWV UHODWHG WR PDQDJLQJ PDWHULDO QHJDWLYH LPSDF\&’\PUB;(?\’)WQ%%%JS \VD%VE%%FLOFFWLFV)&/V%%%ﬁV%%Sd%ﬁW@%\%@%&W'RUPDQFH HQGHU

6 DOG RSSRUWXOLWLHY XD G LW\ H L NV Ul DLQLQJ DQG VNLOOV
GHYHORSPHQW OHWULFV WDUJHWYV DQG SHUIRUPDQFH 9LROHQFH DQG KDUDVVPHQW
OHWULFV WDUJHWVY DQG SHUIRUPDQFH

6 &KDUDFWHULVWLFV RI WKH XQGHUWDNLQJ!V HPSOR\HHV &KDUDFWHULVWLFV RI RZQ ZRUNIRUFH o

6 &KDUDFWHULVWLFV Rl QRQ HPSOR\VHHV LQ WKH XQGHUWDNLQJ!'&KRZWDERMHURWWHFY Rl RZQ ZRUNIRUFH B

6 &ROOHFWLYH EDUJDLQLQJ FRYHUDJH DQG VRFLDO GLDORJXH &ROOHFWLYH EDUJDLQLQJ DJUHHPHQW DQG JHQHUDO ZRUNLQJ FRQGLWLRQV

6 'LYHUVLW\ PHWULFV 'LYHUVLW\ OHWULFV WDUJHWYV DQG SHUIRUPDQFH

5 $GHTXDWH ZDJIHV "RUNLQJ FRQGLWLRQV B6WUDWHJI\ JRYHUQDGQFIH DQG DFWLRQ SODQV $GHTXDWH ZDJHV
'RUNLQJ FRQGLWLRQV OHWULF WDUJHWV DQG SHUIRUPDQFH $GHTXDWH ZDJHV

6 6RFLDO SURWHFWLRQ 1RW D PDWHULDO GLVFORVXUH UHTXLUHPHQW

6 3HUVRQV ZLWK GLVDELOLWLHYV 1RW D PDWHULDO GLVFORVXUH UHTXLUHPHQW

6 7UDLQLQJ DQG VNLOOV GHYHORSPHQW PHWULFV 7UDLQLQJ DQG VNLOOV GHYHORSPHQW OHWULFVY WDUJHWY DQG SHUIRUPDQFH

6 +HDOWK DQG VDIHW\ PHWULFV +HDOWK 6DIHW\ OHWULF WDUJHWYV DQG SHUIRUPDQFH

6 ‘RUN OLIH EDODQFH PHWULFV 1RW D PDWHULDO GLVFORVXUH UHTXLUHPHQW

6 5HPXQHUDWLRQ PHWULFV SD\ JDS DQG WRWDO UHPXQHUDWLRQ@HQGHU HTXDOLW\ DQG HTXDO SD\ OHWULFV_WDUJHWVY DQG SHUIRUPDQFH

6 ,QFLGHQWV FRPSODLQWY DQG VHYHUH KXPDQ ULJKWV LPSDFWYLROHQFH DQG KDUDVVPHQW OHWULFV WDUJHWVY DQG SHUIRUPDQFH

(656 6 :RUNHUV LQ WKH YDOXH FKDLQ

6 3ROLFLHY UHODWHG WR YDOXH FKDLQ ZRUNHUYV 6XSSOLHU &RGH RI &RQGXFW o

6 3URFHVVHV IRU HQJDJLQJ ZLWK YDOXH FKDLQ ZRUNHUV DERXW (IQPDEWY ZLWK ZRUNHUV LQ WKH YDOXH FKDLQ

6 3URFHVVHV WR UHPHGLDWH QHJDWLYH LPSDFWV DQG FKDQQH O VQURU LYDIOXIHVKK DR Q NA-RUM HQ WWR YDQXH FRREAUQV

5 7DNLQJ DFWLRQ RQ PDWHULDO LPSDFWV RQ YDOXH FKDLQ ZRur\&bliNg/L gﬁ@ Dﬁy\ygbpmévm @%%%bv;éﬁvowmimo ULVNV DQG

SXUVXLQJ PDWHULDO RSSRUWXQLWLHY UHODWHG WR YDOXH FKDLQ-F A & Y LY WX RVH DFWLRQ
5 7DUJHWV UHODWHG WR PDQDJLQJ PDWHULDO QHJIDWLYH LPSDFWY; PGYDBQRELQI SRYLWLYH ERSPFWY oQRG RRIPILQI PDWHULDO ULVNV
DQG RSSRUWXQLWLHYV

(656 * %XVLQHVV FRQGXFW

* %XVLQHVV FRQGXFW SROLFLHVY DQG FRUSRUDWH FXOWXUH %XVLQHVV FRQGXFW %XVLQHVV HWKLFV DQG FRUSRUDWH FXOWXUH

* ODQDJHPHQW RI UHODWLRQVKLSV ZLWK VXSSOLHUYV 1RW D PDWHULDO GLVFORVXUH UHTXLUHPHQW

* 3UHYHQWLRQ DQG GHWHFWLRQ RI FRUUXSWLRQ DQG EULEHU\ 3UHYHQWLRQ DQG GHWHFWLRQ Rl FRUUXSWLRQ DQG EULEHU\

* ,QFLGHQWYV RI FRUUXSWLRQ DQG EULEHU\ 3UHYHQWLRQ DQG GHWHFWLRQ Rl FRUUXSWLRQ DQG EULEHU\

* 3ROLWLFDO LQIOXHQFH DQG OREE\LQJ DFWLYLWLHYV 1RW D PDWHULDO GLVFORVXUH UHTXLUHPHQW

* 3D\PHQW SUDFWLFHV 1RW D PDWHULDO GLVFORVXUH UHTXLUHPHQW

$OIHQ $QQXDO 5HSRUW



$OIHQ $QQXDO 5HSRUW



BBB

$0I1HQ

$QQXDO 5HSRUW

5LVNV DQG 8QFHUWDLQWLHV
5HIHU WR WKH WDEOH EHORZ IRU DQ RYHUYLHZ RI ULVNV RXU ULVN DSSHWL
5LVN FDVMHYVRULGHVFULSWLRQ 5LVN DS SHMWHOUIKRFPR® FW

$OIHQ SOD\V LQ PDUNHWYV ZLWK UDSLG UHJXODWRU\ DQG LQQRYDWLRQ GHY
DFFHOHUDWLRQ RI WKH HQHUJ\ WUDQVLWLRQ PD\ E/—%PGG%’:’EEQ? E\JYDULR
QR FHUWDLQW\ WKDW DQ\ RI WKH VROXWLRQ RIIHUH E\ $ L6b §URYI—
DGGUHVVLQJ WKHVH

$OIHQ LV DFWLYH LQ YRODWLOH PDUNHWYV $&( LV D IORZ EXVLQHVV ZLWK C
GHSHQGHQW RQ D OLPLWHG QXPEHU RI ODUJHU SURMHFWV+ZKKUH+WIRLQJ |
DQG WKH QDVFHQW PDUNHW PDNHV LW GHSHQGHQW RQ HOHFWULFLW\ PDUN

6WUDWHRRPBEBWLWLRQ LQ WKH LQGXVWULHY DQG PDUNHW VHIJPHQWY LQ ZKLFK $0O1|
FRPPHUFRD@WHULDOO\ DGYHUVHO\ DIITHFW LWV WHFKQRORJ\ JRRQWUXRIXHWIBBVXWLR

FKDPSLRQ SRVLWLRQ PDUNHW VKDUHV PDUJLQV DQG RYHUDOO SURILWDEL

$OIHQ!V EXVLQHVYV GHSHQGY LQ SDUW RQ FRQWUDFWV ZLWK FHUWDLQ VL.
RU PRUH Rl VXFK FRQWUDFWVY ZHUH GLVFRQWLQXHE® G$&®PHIH & UX PCHEALORO S
RSHUDWLRQ FRXOG EH PDWHULDOO\ DGYHUVHO\ DIIHEWHG

$OIHQ LV DFWLYH LQ PDUNHWYV WKDW DUH GHSHQGHQW RQ JRYHUQPHQWDO
UHJDUGY WR WKH HQHUJ\ WUDQVLWLRQ &KDQJHV LQBROLWILFDOOOBEBEXWLR
RU GHOD\ UHYHQXHV SURILWY DQG FDVK IORZV

J)DLOXUH WR SURSHUO\ PDQDJH FXVWRPHU SURMHFWY RU SURMHFW GHOD\\
DGGLWLRQDO FRVWYVY RU FODLPVY DQG DGYHUVHO\ DHGIEXWP RH GUXPDM G HXYM Q X
IORZYV

$OIHQ LV GHSHQGHQW RQ WKLUG SDUW\ VXSSOLHUV WR GHOLYHU UDZ PDWI

IRU LWV SURGXFWY DQG PD\ HI[SHULHQFH VXSSO\ S;é%OHpg &glﬁwgl:V%DEH‘
LPPLOHQW LQ WKH FXUUHQW JOREDO VLWXDWLRQ KJIQ g lD W H

2SHUDWLRQ WA pwLYHV

5LVNV DQG XQFHUWDLQWLHYV

'LVUXSWLRQV RI $OIHQ!V LQIRUPDWLRQ WHFKQROR \WWHPV X KDY H
HIIHFW RQ LWV EXVLQHVV TR WVWIFRL KB XQ 5K

$OIHQ!V ,7 VIVWHPV! VHFXULW\ LQFOXGLQJ VHFXULW\ RI RXU SURGXFWV FR
WKLUG SDUW\ WKDW PLJKW PLVXVH RU KLMDFN $OIHRZDV VHIGML RR +IQIRKRUP D\
PDWHULDO DGYHUVH HIIHFW RQ LWV EXVLQHVV

&RPSO

$OIHQ LV H[SRVHG WR ULVNV DVVRFLDWHG ZLWK SLJ/\B%XFVY)(SQ@;\)VD%&QFLLW& ZDU
RWKHU ODZVXLWYV RU FODLPV WKDW PD\ EH EURXJK JDL W

PO EFE X
$OIHQ PD\ QRW IXOO\ FRPSO\ WR ODZV DQG UHJXODWLRQV PFYRVYV, PXOWLS
ZKLFK DUH EHFRPLQJ LQFUHDVLQJO\ VWULQJHQW

$OIHQ LV D PDQXIDFWXULQJ FRPSDQ\ XVLQJ D YDULHW\ RI PDWHULDOV DQG
VROXWLRQV DQG ZLWK D JOREDO VXSSO\ FKDLQ %q'écjﬁwo é%ﬁgg %&%EXELQHI
PDQXIDFWXUH DFURVV WKH YDOXH FKDLQ ,I $OIH 8 Q) WR F
D VXVWDLQDEOH PDQQHU WKLV PD\ LPSDFW WKH HQYLURQPHQW DV ZHOO L
$OIHQ GHSHQGV RQ LWV DELOLW\ WR KLUH DQG UHWDLQ PDQDJHPHQW NH\

T IlLHG DQG VNLOOHG HPSOR\HHV DQG PD\ QR OH W FW
GXVWDLQSE%%%’E HO (PSOR\HH WXUQRYHU DQG ORVV RI N\g'ﬂ%%ﬁ%JﬁLWDBU@\/}%%LQ \

WKDW $OIHQ LV LQ

2XU SURGXFWLRQ JULG LQWHJUDWLRQ DQG SURMHFW ZRUN RQ VLWH LQYR
HOHFWULFDO DQG KHDY\ HTXLSPHQW ZKLFK FDUULH?_YZD UL&;\N IRU _BFF SDW
VDIHW\ LQFLGHQWY LI QRW GRQH DFFRUGLQJ WR W ULJK ZSURFI-}'G] UHYV

VDIHW\ UHODWHG LQFLGHQWYVY PD\ KDUP RXU HPSOR\HHY DQG UHSXWDWLRQ

JRU LQIRUPDWLRQ DERXW $0OIHQ!V FUHGLW ULVN OLTXLGLW\ DQG PDUNHW U

UHIHU WR WKH LQIRUPDWLRQ RXWOLQHG LQ QRWH DQG RI WKH ILQDQFLDC
UHSRUWLQJ DUH FRQVLGHUHG OLPLWHG GXH WR WKH OLPLWHG DPRXQW RI F



6WUDWHILF DQG FRPPHUFLHD-OWRBYLF WYDPMRRYE $OIHQ KDV UHODYOYHQUYLEK VKQWMVVHIBHSHQGY LQSBUWWRQ®RQDO ULVNYV DQG X
XQFHUWDLQWLHV FRQVXPSWLRQ RI SODWIRUP VSHFLILFHR lv\@LyV[IjQI!:J\\NR/Qz\/LVWKNFHUWDLQ VLIQLILFDQW

ZKLFK SRVHV D SRWHQWLDO ULVN LQ KDW , L E F
VRODWLOLW! BXTWRPHUKPWILRIKERDETPRUH RIDXORKER OVMRUDERIYHUO\ PDQDJH F

$0IHQ SOD\V LQ PDUNHWYV zZLwk G0 SCE URIXOpwWR U\ ZHUH GLVFRQWLQXHG $OIHQ!V BUFRMFHWYH RU SURMHFW GHOD\V
DQG LQQRYDWLRQ GHYHORSPH@V&W/(WH@)VHR}JI%W‘LO \%\J/VHHUP\éUE;,\\A/hg\'/*VS’M\@l_LWW_R% DQG UHVXOWYV RI RSPOGOGWWR B FIRXGB8 VWV RU FODLPYV
WKH HQHUJ\ WUDQVLWLRQ PD\ %%gsﬁ?:ﬁ%%%g ﬁ\}?\/ XK 2R VR DA YL BORR BB YHUVHO) DIIHFV!IDCI-)HE"ZFVW RU GHOD\ UHYHQXHV SUF
YDULRXV VROXWLRQV 7KHUH L\ @Rs d&b ED HU\ SULFHMKHP VXAFHY PR IGEFRRVIVEEXVLQHVY GHSHQGY LQ SDUW RQ
DQ\ VROXWLRQ RIIHUHG E\ $OIHQUEUPON HYR-KM W& FRXOG KDYH D ROWHIULRESG PG ERYWRPHU FRQWUDFWYV $IWE WHE® K QPWRHAL WEUW RI LWV EXVLQ
EH DFFHSWDEOH IRU DGGUHVVLKQIJHEW RQ $OIHQ!V EXVLQHVV 1LQDQFd P WHGCHWRRPU RI JULG RSHUDWRUS DRNHE WWJIJWR LQVWDOO LWV SURGXFW
LOYHOQWRU\ YDOXH UHVXOWYV RI RSHUDMISFHHM PR G & VHRY PIibkWWRW EH DEOH W®RGUHW HH] SAXFPKY WKDW LQ WKH IXWXUH
9DULRXV VROXWLRQV DUH DQG PD\ EH EURXJKW WR PDUNHW E REW Y ROMKHLU H[SLU\ ZKLFKOFRXDW KDYHWXH QXPEHU DQG VL]H RI
WR DGGUHVV WKH HQHUJI\ WUDQVLWLRI® HO W =OUH YW L UHo/dy 80 THO FRQ%@@%&%% Hﬁg&ﬁﬁ% $OIHQ!V UHYHQXGIGHU® BNRWLVEDIHQ PD\ QRW EH VXFF}
DIIHFWLQJ WKH HQHUJ\ ODQGVFDSH 7HFWHR\Y S WNORGHKHRWY LQ (9 FKDUJL \6 HQ WKHVH SURMHEWY RU LWV SURMHEW PD
K\GURJHQ VWRUDJH RU IXHO FHOOV PYWRRDIHWHUHQEY DQGC EHKDYLRXU LRKOX@LYA VW WLRW SAWHBLRHD PRUH EPQLRGHEW BYH @XHeRIdD\HG E\ HYHQW\V
$0IHQ!V SURGXFWV V\VWHPV DQG VRERPWDRGPHAW WWXYHKHHPIPRUH QHZ 5 ' BEHRWMHRWMPEKDUILQI (TXLSPHQW 6PPUW LR 6yps WR GHOD\V LQ UHYHQX
6WRUDJH RU (9 &KDUJLQJ EXVLQHVV OLQHNLD WSS MR IBEEGYW MY SRVVLEOH TE&ROOUW LW E ¥ ORQ\G | RYHBEBWEWRUDIH 6\VWHP Y MRS PR HVE w $OIHQ!IV SURILW
DFKLHYH PDUNHW DFFHSWDQFH IRU LWYVSUIRG/YFANVQNYVWHPYV *ULG BROXWLRQV WKHUH LV D FRQWLQXRXV HITRUW WR IXUWKHU ~°
RU VHUYLFHV DV VROXWLRQV WR FXUUHQW WUHQGV $OIHQ!V GLYHUVLI\ RXU FXVWRPHU EDVH &XVV$RPHQ W (@QH PIDWHYGWKLY ULWNRE\ FRQWL
EXVLQHVV ILQDQFLDO FRQGLWLRQ U/ROINVREWERIDWRWMKH LQGXV WA P RIBYNHMowWLQI D 0D UIHISOWWHRI SWEH HWPWDLRO DOLE H LWV SURM
DQG SURVSHFWV FRXOG EH PDWHULDOOH bRsi QUWWW A\Q IZHKAWHKG $OITHQ RSHEURDWWVRBVEXVLQHVY OLQH VHSDUDWHSDW KWHIHD AR R/AXHSISLDAKDLQ PDQDJHP}
'XH WR KLVWRULF UHDVRQV $0IHQ KDN D\ @RW GO\ K-S HUVHO\ DIIHF VW FWY YL WIHVKL@RORIJSDVW LQWR VHSDQWWH UHDWMN RHVE AWIZAHHQ WKHVH WZF
PXOWL \HDU FRQVXPSWLRQ RI SODW'RIQPR\@WEJ-X&%@MH@W\? WLRQ LWV NV BRI W EWWHG WR D GLYHUWHEXDWLRQ &RD FXY WRBHUSHUDWLRQV 3C
TR

P
RQ VWRFN ZKLFK SRVHV D SRWHQWLDd_D gN D V,N HU PLWLIJDWHG E\PB WWLUXPWXQY Z& LFEKSYRPMKFW PDQDJHF
LV VXEMHFW WR UDSLG UHJXODWRU\ d%Lb meé V}SDUNHW %%M%XHL#&’I}( PDUNHW VXSSRUWXBSOB\FRROOQWLPDQDJHPHQW LGHQWLI\ L

L
Lcﬁiﬁjg
GHYHORSPHQWYV DQG HUDOO SURILWDELOLW)\ GLVFLSOLQDU\ WHQGHU WHDPV ERWWOHQHFNV DQG SULRULWLHV UHVS

7R PLWLJDWH WKLV ULVN $OIHQ FRQWIODKRXW OQ & KYWWRIIY DQG PDUNHW V U

D UNHW CAYHORSE HOWY DO Lo L L DaRPBR Wil 0S Lw 101y visoui LEGUNEESSINME B kP OUNHWY BB DYIEHSHOGHOW RQ WKLy
DFFRUGLQJO\ 7KURXJK LWV RSHQ D U FXQWIHIF WOW H USSWIRADERO FRPSHWLWR poRHHUQRPHQ WRH® Q
DQG LWV WHFKQRORJ\ DJQRVWLF VRO XWIRRYD @ \FRRSHMO.BMRUWVHIOQ FHUWD LV NHHU J) BEERWVANLRQ &KDRUWVLWE SBRGWEWNODQG PD\ H[SF
IOH[LEOH WR DGDSW LWV SURGXFWV OFol¢ WRDOXWQIBEY WAR SOD\HUV ZKR FXUDREWW\LRRQYRMRXOG DGYHUVHO\ SUREWHRY GHKQB\ULVN EHFRPHV |

FKDQJLQJ PDUNHW WUHQGYV FRPSHWH ZLWK $OIHQ LQ WHUPV RI TXDRQ W\ VPODYINRWM. WV DQG FDVK LBRE¥HQW LQ WKH FXUUHQW JOR
VKDUH PD\ HQWHU $0OIHQ!VY PDUNHW DQG GLVUXSW WKH W OLWLEDO WHQVLRQ C
$OIHQ LV DFWLYH LQ YRODWLOHPBUWHWYH QY LWVROPHQW ZKLFK FD\FURGKFRIQWRHF SROLWLFDO DPELW%@&E@%&@S LDWLYHYV
L

IORZ EXVLQHVV ZLWK OLPLWHG FE?Uj’ﬁR@\Rx/JPQQ@HD/\(/VKDUH EXUUHQW BNYXNMRPWMRV\RFDQYLURQPHQW PLJKW LP

W RS RU DFTXLUH FHHWFBD® FDBQELEOWDHY HQG PDUNHWV V. ER
GHSHQGHQW RQ D OLPLWHG QXREE?’EM%%QQ %\&éP QG IRU $OIHQ W KDWMR EXFMWYHVVHY LQ WKHVH PDUNH\Ii 'LH|$ @ Cf%h E @ WLPHOL Vx
SURMHFWV ZKHUH WLPLQJ HIIHFK/ D H H[SHQGLWXUHV LQ OLJKW Rl VXFK DQ L&Y b R kHG JRRGVY 1UR
DQG WKH QDVFHQW PDUNHW PDI\{HV LW Y, R FRPSHWH VXFééb&gxb%ng&VﬁUW PD\ UHVXOW LQ OR K \ %LQ

GHSHQGHQW RQ HOHFWULFLW\ P Ilk“-f\/\)" QBE’-E J QWY FRXOG PDWHU \

SB$§ W Dé&l@ ggu\@SK'—F PDUNHWYV J@OMyEXY B QIEVMELILF LQYHQWR U\ SURIL H%%é\%ggg%

7KH PDUNHW IRU HOHFWULF YHKLFOHVLQDQWLD® iRPGEEWILRQ UHVXOWYV RI RSHUDWLRQV DQG

GHYHORSLQJ DQG LV FRQWLQXRXVO\ HWRYBHFWY FR WKE Gl ROMWHULDOO\ DER HPUWHOD WHHFRMWGULVN $OIHQ LV FRQWLQER % \QS‘,
OB e 5 0s s VE s b o ALY PR sone croMRANBETINERL b8, S A5 W S BYARY,
RU HYHQ D GHFUHDVH LQ WKH VDOHV % V. QHZ SURGXFW GHKHOREIHRYWLHABNY wR VHH ORQJ WH R ¥ '}}}/L

\,

Q \%g DVVHPEO\ Sl
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;
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DLQV D VLJQLILI
Lbov IURP D OL
\ VXSSOLHUYV

&:((WS@'&\H-PU]V DUH XQDE

X % SXUFKDVH RUGHU
(S D\ EH IRUFHG WR
WKH QHFHVVDU\ UDZ PDWH!

FKDVLQJ VDYLQJV ,Q DGGLWLRQ $0OIHQ
FRXQWULHV LQ ZKLFK $OIHQ RSHUDW %\%§ LWV FRPSHWLWLYH HQYLURQPHQW VXSSOLHUV FKDQJH VXSSOLHUV RU PD

WR D VORZHU WKDQ DQWLIFLSDWHG JU \¢J N LWV XQLTXH VHOOLQJ SRLQWY WKDW DUH ORFDWH VXLWDEOH DOWHUQDWLYHV DW

DQG UHYHQXHV LQ $O0IHQ!V (9 &KDUJL L LPPLQHQW IRU RXU FRQFUHWH DQG EDYV
R EXVWRPHUV

ZKLFK PD\ KDYH D PDWHULDO DGYHUVH o1 ! KDYH VLQJOH VRXUFH VXSSOLHUV IRU V

EXVLQHVV ILQDQFLDO FRQGLWLRQ LQFOXGLQJ LQYHQWRU\ 6XSSO\ LOWHUUXSWLRQV FRXOG OHDG
OHYHOV UHVXOWV RI RSHUDWLRQV DQG SURVSHFWV 'XH WR

$O0IHQ $QQXDO 5HSRUW



$OIHQ!V SURGXFWLRQ SURFHVV DW RQH FRWPRWHRSURBXEWQR@®YV GDWD SURWHRMWKHR@RQHIHK®HHQ D\ EHFRPH VXE@/I)QR/V\\(/W\U%LF(gvaq_OLW\ ULVNV DQ

IDFLOLWLHV $0IHQ KDV WDNHQ VHYHUDO DFWLRQVSDRE HHG IOWNLDOOMH FABH W LRODWLRQV RI GXH FDUH VDIHW\
7KLV FRXOG EH SDUWLFXODUO\ UHOHYD oW IRY WY VBT gROLFY Egg\\/(VLUVDLFRVSVRLIJD?EQFH(\)/DLLPPSVRI\D/LdI(_;VIE_\QjRI\L(J%IbEM%DLFVHW RD QXSMAOW X U WXKJ OF R
EDWWHULHV VLQFH WKH UDSLGO\ GHY§[QRXUPVEP YR thWe iR 7 VAVWHPAI X b QW RUNPIXQKRULWLHYV UHODWHG L\Q%Dl? @5&% A FHE'%}:Q% WKDW XVH

v WRPLy

HQHUJ\ VWRUDJH SURMHFWV LQFOXG PR H U B H 0 FWV FRXBIGFEWUWEBIVDIGKIUE GXFWY Vv WwHRDYORE UL W LR Q& SRQHQWV L
VLWXDWLRQ ZLWK JHRSROLWLFDO WH?@ V@FLQ?_g F%Eﬁ%ﬁ%?é}%‘é@ 5L IKW y &DSLWDO JRRGV DUH HQHUJ\ LQV
LQLWLDWLYH PD\ SXW VLIQLILFDQW S®uHPVIUH-RE 7R Y WV RY WM RENN so1HQ DLPV BBt VBEGRN 'V WKH YD OX
SURGXFWLRQ DQG VXSSO\ FDSDFLWLHFRFP D@0 DWW WHY\VVRNOBQIRUPDW bRUHHEKHIWKY ARXSDBFH ZLWK LWV vxfg}%p%H I%)\gg \%’b\}%ﬁ%»ﬁ\w
QXPEHU RI JOREDO EDWWHU\ VXSSOLHUDNYH D PDWHULDO DGYHUVH HIMKURXRIQRKW WKH GHVLJQ DQG SURGXEWORQ® % HVR FRQGXFW

EXY bRE VY LV D FRQWLQXRXV IRFXV RQ TXDOLW\ ¥YXWWIXb@DWOH PDQQHU WKLV PD
$0OIHQ PD\ H[SHULHQFH VXSSO\ SUREO \ EH DVVXUDQFH DQ LQWHJUDO SDUW RI $CHIQY VY UZROQWHQW DV ZHOO DV RXU |
XQDEOH WR ILOO FXVWRPHUVI RUGHU‘écﬁﬂC%!\)NERUP%IP\Q\Pd:ﬁ/VQ’WLWLHv DUH SQREFHNVHYIODRREBYEH $WIHQ LV FRQWLQXRXVO\ LPSURYLQJ
HITHFWLYH EDVLV RU LQ WKH UHTXLURG, | B-@WI\WERY) pANY i vRIWZDUH DQG WD BDREXWWN PQRBXGHDYGFHYV WK U R XIKHYH@KIDERQPHQW IDFHV LQFUHDVHG S
FRXOG UHVXOW LQ GDPDJH FODLPV RPGGUFOQRARPHEER Q¥ FUHDVLQIO\ DERNVRUED @ FHHP@MWRKMODVRILRQ REWDLQHEHPURP WR/ FOLPDWH FKDQJH DQG DFWL
GHFUHDVHG VDOHV RU ORVV RI PDUNHIL YK QUH P HQGPPPIIDWLRQY $OVR LQWHIRDUMM GIQHUXLFH RITHULQJ )LQPGB\LIPINVHQI KBYUH QHIDWLYH LPSDFW ¥
WR $OIHQ!V UHSXWDWLRQ VROXWLRQV DUH PRUH DQG PRUH FRQROWVXWHIQRHR WRCHLFLHV LQ SODFH WR OL®IHR WK H DRV WWRYN WKDW RXU VWUD

7R PLWLJDWH WKLV ULVN $0I1HQ VHHNARWHRUYDHM B Wit Yy WR DOORZ UHPRIGXPRRWWRLQD EVIPXOWY DQG GHVLEGGHOZIW QRW FRPSDWLEOH zLWK WKH

LQWHUFKDQJHDEOH VXSSOLHUV IRU LW9HHPRVSLEE R WMWY §8 FWV DQG VHUYLFHV 7KLUG SDUWLHV JHUR ZKLFK PD\ KDUP RXU SODQHW UH
LS LQ FRQVSLQXRXV GLDORJXH ZLWK LAAIKW\BIxBEQHHWY G ﬁ%%HD K VHEXULW\$EDIH QH R DD\FOHRW WRO O\ FRPSO\ WRRODHWLWBIQXG DGYDQWDJH $W $OIHQ Z

B§8
GLVFXVV SRWHQWLDO VXSSO\ FKDLQ F Ho dHY \BWHPYPRSYRU SURGXFWY HIX® DWLRFEVWXHURVYV PXOWLSOH MXHRDFEG I W Y R PHQW LV HVVH
RI DQ\ GLVUXSWLRQV VHHNV WR MRL%\N ﬂ;ﬂé \D‘\B'HFFF?LDBE\GH VHQVLWLYH k@ IR APWIL REHRFHR PLOJ LQFUHDVL ﬁ@g&gﬁvﬁb\gﬁjg@WH;Di%%iigvv VRE
PHQWDO

Y
PV
UHWXUQ WR QRUPDO FRXUVH RI EXVL |i’|\'/ \é\gH@Bﬁg&\Wé\/&/;@KHLCY\ FFFEQE%C?(F'-VT/SLD\]%\\;SQ%IEEKQSJEE’H@&\V%UW DWHG WR Hg%(LUR
RE KHDOW H
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PLWLIJDWHG E\ WHPSRUDULO\ LQFUHISi\PI(_g DW RXU VWUDWHJI\ DQG EXV/|

SUH GRZQ SD\PHQWV WR VHFEXUH FRP SRQpC WP WKLV ULVN $01HQ XVHVSPORX & Vi ¥X¥ F i HARNO MRLRYRHURXYV HQ YARFRSDAHIEBIOZ LKHIO @WK WUDQVLWLRQ V
DGMXVWLQJ ZRUNLQJ SURFHGXUHV VIRPBYUE vivWwHPY IURP VXSSOLPQ§ WRIHW KBRPAY DQG UHIXODWLRQV HFRIGRF\ MQIBNQERIHWLQJ JOREDO ZDUPL
VWUXFWXUDO FKDOOHQJIHV ZLWK FHUWREQ MK BHGL W\ whPd AR ERY L w\ ZKLF M WY GERWWR QX R%YORK DUH EHFRPLQRDUQFUHDWHHPHQ W

WKH LQ KRXVH FDSDELOLWLHV WR DGMX¥W\p SWRWVHAW A WABRP WKH OBWHNVAI MKW HBHEGLWLRQDOO\ $OIHQ!V SURGXFWV DQG EXVLQHVYV
FRQILIXUDWLRQV WR GHYHORS DOWHYQDKEkNHF¥RUHUWMNRFLWR JDULNDF\ UHOBWHEDWLRQV DUH VXEMHFW WR D EURDGIHEQ GHHEIHKREYORQ LWV DELOLW!

. [ P LRQ DV ZHOO DV GDWD SURWHEWHREDWLRRAHPUBBG PXOWL QDWLRMDPDADZWD@QDIHPHQW NH\ HPSO
LVUXSWLRQV RI $OIHQ!V LQlRUEg)| %@Pé% WDNH VHYHUDO DFWLRQV XD\ WOV D WKEHM XULVGLFWLR L M
WHEKQRORJI\ VIVWHPV FRXOG KDY E QV B \H Q RIWRHKE LFX DY I RERYYP BIOG VNLOOHG

W D VB e O By $ @& PDUNHWV LWV SURGXFWYV $PHQGFV\N_ v, W %HYQEWV

N LEROD Q1HQ R. WR DWWUDFW
\

DGYHUVH HIIHFW RQ LWV EXVLQHWYYHPHQWHG DQ LQIRUPDWLRQ VHFXWRWWXER A FLMWRQG UHIJXODWLRQV H §&EM%Q@”@TW(B§OR\HH WXUQRY H

SRVVLEOH $Q\ SRWHQWLDO GLVUXSW A" QWD O\ soino Koy b
LY/ RO WHISK WBWLRQ VDIHW\ DQG WUDQVSREJ%/\\/'/’[)}ZU\\/\IHlLu]VQvD Q

=

VDIHJXDUG D(%G VHFXUH UHPRWH FRPFXORAHW LR HQIEQ!V SURGXFW GHVLJ
$0IHQ GHSHQGYV RQ LWV LQIRUPDWLRQ MHKRRORRI MWW HRRRGXxFwWV VHUYBPREHYRVEWRQW BB)HFHPE WR DGGLWINRQRDTFIRGWH RU/ IDLOXYIN LQ WKH F)
WR DPRQJ RWKHU WKLQJV FRQGXFW RSHWPWHROM WR WR FRPSO\ WKDW $0OIHQ LV LQ
LQWHUIDFH ZLWK FXVWRPHUV IRU H[DPSOH WKURXJK LWV
ZHE VKRS DQG WR PDLQWDLQ DFFXUDWH ILQDQFLDO UHFRUGYV 7R PLWLIJDWH WKLV ULVN WKH TXDOLWY RiQ$QIHKNX SHEGYRNUWDQFH GHSHQG

$0OIHQ DOVR GHYHORSV DQG VXSSOLH\&WRRVEZDO UIDWHRH ULVNV DQG X%F@-IEB\R/@IL'QQWH_WR/UHJXODWLRQV DSy W KARUW R i FROQW VOX W \VHUYLFH RI
FXVWRPHUV ,QIRUPDWLRQ WHFKQRORJ\ VIVWHPV IDLOXUHYV QG TXDOLWV'FHUWLILFDWHYV LV VWU LFHDIRBRBWRYOHE kW WEKH NH\ SHUVRQQ

FRXOG GLVUXSW RSHUDWLRQV OHDGLGDWRQLOERUHDPSRY ARBYW\R QLV NV D\ﬁ‘ﬁﬁ@l&%\\/\?#é[&'ﬁg\}?ﬁ@w $GGLWFLQBQUDHOT@HD‘@H'@Q%%@oﬁﬁév\ﬁ EXVLQHVV OLQHYV
DGGLWLRQ $O0IHQ!V FRPSXWHU V\VWHEV RLOK R WG IDEMVO L W\ ZDUUDQWM%?V\%’%F@@@REDQMVQ%@( XGWAOAY M 8 HIFd MWW UFK DQG GHYHORS
o bW

EDFN XS VIVWHPV FRXOG EH GDPDJH FNH WVLGH pBYRMWP PIEBS W PPEMV SHUVRQQHO DG
LQWHUUXSWHG ZKLFK FRXOG LPSDLU Li’\/\mwlﬂ&@%wél‘wv RU FODLPV WKWy X LRQV DFURVV PXOWLSO it MXA\LAMD N REQRR 2LRPO A SHUWLVH 7

HITHEFEWLYHO\ DQG WLPHO\ SURYLGH sUREREWEW \DHREQRQVW WKH FRPSDQXYR LQFUHDVH VDIHW\ DZDUHQHVV DQ & pF¥UHBL WP Wd R RW RHRUVEYPHPEHUV RI
VROXWLRQV DQG VHUYLFHV DQG FRXO(S: \ﬁRﬁDQJFyU%%WQ_!RVXUVH R EXVLQHVVSHUVRQQHO $OIHQ XVHV LWV LQ KRXVEpBSAP Wd RWORUHRWIKHUWMIH SHUVRQQH

WA HE (LW \HEHRSEHWEB D FRQWUR OO HSD (@ Ul BRQE & @M 1 K Hiy |

UHSXWDWLRQ SURGXFW OLDELOLW\ ZDUUDQW\ DQG WhF® N9 HOWRLR ¥ p @ P & BXL M ITHFW RQ $OIHQ!
Q EH VLPXO®NH

OLWLIJDWLQJ WKHVH ULVNV VWDUWYV zPR g POI\HRWMK HU\FOXUAMVWKDW PLIKW OHDG WR KLJKHU FRVWYV P WLRQ UHVXOWYV RI RSHUDWLRQV

SROLF\ DQG VXIILFLHQW UHVRXUFHV WR ¢ 33D YHSWWPWLRQDO GDPDJH
UHODWHG ULVNV $V VXFK $O0IHQ IXUWKHU VWUHQJWKHQHG WKH

,7 GHSDUWPHQW DQG FRQWLQXHV WR GR VR LQ 7R

IXUWKHU PLWLJDWH WKH ULVNV WR SULYDF\ UHODWHG

$OIHQ $QQXDO 5HSRUW



$OIHQ!V VXFFHVV DOVR GHSHQGV RQ BN VAR QW QXN QU\/DE BYUARLFQHV AKH DSSOLFDEOH ULVNV DQG XQFHUWRUGWWHQJRUK$HOSHQ THIHDZDUHQHVV DQ

WR DWWUDFW UHWDLQ DQG GHYHORS L L G DQ XD RQ D SHULRGLF EDVLV E\IWKKG([HFRWHYMW WKH WRS! ZLWKLQ W

SHUVRQQHO LQFOXGLQJ VFLHQWLVWVI-['E@%LGQFL?LQ?QWMI& @QDELOLQ\Z\DiﬂvWﬁ/DQG GLVFXVVHG ZLWK W KH \§ KSH\UWDERUYV BIRDIUBQG SURPRWLQJ |

HPSORVHHV DQG HQJLQHHUV ZLWK WK JHTXE N LW H \WHRKQLRROH o P DL QWD LGoH § @ BWY 7 KVARIVG LW WHH LV FRQYLDEF‘EQM&@%S&%@[@YJHQ E\ OHDGLQJ |
S L

FOFNJURXQG ZLWKLQ WKH ([HFXWLYH &RPPLWWHH FROWYRIUWRRKXSOG VWDUW ZLWK VHW L& Hwixv\flgiovﬁiﬁﬁ
7KLV LV HVSHFLDOO\ LPSRUWDQW JLYRSHVMRPWERQDORQJWFXVIRWVKERDUG FRP QWRYH DWRWKH WRS! DOORFDWLQJ MQZST’RQ}FJ%@&%V&B@Y\# A WRH % RO G X FV
M wORE

VLILQJ SURJUDP &RPSHWLWLRQ IRU VRERUPDWLMRQLHYGUMNY LPPLQHQW LWHPYG 4P 0 HXRQWLOUHEDY WR GD\ ZRUN HREUTHVSIRYLF\ WKH ,QVLGHU
LQWHQVH LQ SDUWLFXODU IRU WHFKQLRPER-®O LESRYWUL\WDRHOFDOOHG ZDWHKQL UWSIORKNEM v LAV RY. VKO MA Q WKH DQQXDO IUDXG ULVN DVVHVVPHQW
HPSOR\HHV 7KLV LV SDUWLFXODUO\ UHOHYD QWD @ WRKHLQDQFLDO LPSDFW LI QRW SURSHUO\ v P H IDWLOJ DOWL lUL
IHWKHUODQGV ZKHUH $0IHQ KDV LWV RHOMRBHG RYVWDQDIHG DV ZHOO DVKHI HME PWEYRUWRPPLWWHH UHFRJIQLVANY RYP RSk Gl B B W h Q Q

vV VN LI DO\ Rl D IRUPDOLVHG DSSURDFK WRZDUGV_ UL PDQ

A R OOy R e uD W LR QDY B RLARAD O6 ° RU D UDSLGON JURZLQY RUIDOLYDWLRRGLNRESFRE C& FW
2XU DQQRXDO LQWHJUDWHG ULVN DVVHy/YHHQ W 1% WRELHV B MDQBUWRDW LW LV LPSR WORMWHWR: 8 B LIV x FW WKDW ©

7R PLWLJDWH WKLV ULVN $O0IHQ VHHNALWIR PO NQ REMWA P DY KHNHYPHQW GULY\WRHEU DK WXOMODQFH EHWZHHQ IRUPD #galéﬁ\MhW%%YM& IXUWKHU H[SODL:C

Rl LWV LQFUHDVHG SXEOLF SURILOH D@ ZLS@NERYDE HRRVHRIFSAN-VHG RI WEKHRERE®RFHY DQG WKH LQIRUPDO KDQEVvRY MR EE WK R WKH LQIRUPD

LQ WKH HQHUJ\ WUDQVLWLRQ WR DW\@UBEPWWPHEYO W QFPi GO QL RidKH &)2  *h Q HFIHPFFH ¢ RE@QVWR PQSAVKHU ERRVW W}%%(\I/:W%%)gs E VA YR IV D W H P HOQW

DQG GHYHORSPHQW DUH NH\ IRFXV DUHHYDMHAKH SV RQGRUXVWDLQDELOLW\ "k @ik Ur RIHZRRIBDWNHBX OWXUH LV DOVR DQ LPSRUWDQW VRIW

PDQDJHPHQW DQG WKH +5 GHSDUWPH®WG RU EXVLQHVV GHYHORSPHQWYV WKgIQRRRWHKAWR PLWLIDWH ULVNV DQG I.YD %
RSHUDWLRQDO IRFXV GDVKERDUGY DQG RXU GRXEOH HUVPWOHEORZHU SROLF)

7TKURXJK $O0IHQ!V LQ KRXVH $FDGHP\ PROUWHWLPKOLW\ZDWHVVPHQWYV IRU &65"0OWHR H PRODFWRAUVIDU $O0IHQ FR I HE’S\%%\HHV DUH ITHUHG WKH RS
DZDUGHG D SULJH IRU EHVW SURJUDP WQ NHKH LIHWK BEPRRGW WR LGHQWLI\ \OHZS RUK HWHQRMRUBRND WHUFXOWXUH FQG T U B XRCEPN MR RU VXVSLELI
LQ WKH FRPSDQ\ FRQWLQXHV WR ERQWIHYXHY LR EHQFOXGLQJ IUDXG LRDRQWVYWKIDMN POIQRQIHPHQW DQG FRQWUYRQ VY WHPYZLWK LW \Vek v IXUWKHU H
DWWUDFW WDOHQW ZKR DUH LQFHQWLBFY G MR A K YK HIVFBHYH WRS QHDU 14 A&k IR 1 RRQGBEWD WLIRQVOHEORZHU SROLEY o QYEGRY Fw I RQ RI WKH LQIRUPD
DW $0IHQ RI WKH DSSURSULDWH PLWLJDWLQJ DFWD®BdQ WKRDAL B\ Y DIGIWHIDRG TXDOLW )J:\}_Wg\%'\(lé/b%%W’:WQY/WDWHPHQW
L8 SODFH RU UHTXLUH LPSOHPHQWDWSROLBGHFSBUYSRRWWKHYGE PHHWLQJV ,Q DGGLWLR WKH
2XU SURGXFWLRQ JULG LQWHJWLWIXxRQLRS/GCD &Y RMItLWWRUP VHVVARRSDO QN KDV DFKLHYHG IXUWKHU FRQV, QI:%Q-V\U‘R/QJB%Q;QJ SROLEF\
ZRUN RQ VLWH LQYROYHV ZRUNLQJ ZLWKL f&DO LGHOWLILHG ULVNVSURIAHVVLR&@D\g\E\é%g};R@?@%I@PSOHPHQW QJ WKH $0IHQ
RRQwv P DA P \WWHP #%,08HQLRDAZKDBK @XUGHU 7UDGLQJ SROLF
HOHFWULFDO DQG KHDYI HTXLS%H VHG Rg WKHLU VLIQLILFDRXVLYHY N VERR MR/ WHWH DV ZHOO DV R¥MYS®D\LWRGGDY WNRUNLRYHUQDQFH VHFWIL
FDUULHV D ULVN IRU RFFXSDWLRKPRBOKBY BWKRBRB0G LQFOXGHG k@ @PldRUMHY DUH IRUPDOO\ GRFXPH
QWHI®R W RDRVQAHR & HHQ WWKIHO6 X VW DLQDELOL W)
VDIHW\ LQFLGHQWYV LI QRW GR Q) WHFFRWEE QYQIWRWKHWVPHQW GRF¥PHRNMW DQG SUHVHQWHG
ULJKW SURFHGXUHYV 3RWHQWL DR IQE@@;WI%XD/@@G ZLWK WK\H ([HF(ﬁwégamngbg;vumLﬁQﬁLWWHH WR WKH QP\/'VF\'/V%’? LDW G TXDOLW\ FHUWLILED
WWHY DSSURYDO E\ WKH ([H
\I_/IBISHOV\Q\#:\?BWQGUhg;\l‘NGDHWQLVéV PVCQQWEQQWPHJUDL\?JVHG ULVN DVVHVVPHQWNAORZOHGWHD YO QW PXPVWHIGRI DQ\ VL $3OUHJF XKOW EHHQ DZDUGHG VHYHUDO ,6°
Q Q LQ WKH $XGLW &RPPLWWHH PHHWLQJ REILFHHRRFEHY LQ LWV FRQWURO HQY LRAAHYW Vv LRRFRX G LUHOWINVON) W VDIHW\ |
501HQ v DEWLYLWLHY LOYROYH HOH eI Mg I R b (e e 4 R 1 B LD WR GHOHYDOW VD IHW! DO
HTXLSPHQW ZKLFK FDUULHV D SRWH QWL U
RFFXSDWLRQDO KHDOWK DQG VDIHW\ LQFLGHQWYV ([HEXWLYH &RPPLWWHH UHVSRQWLPRAOIFW O \DFERG@LWRUHG E\ WKH 4XDO
DSSURDFK WRZDUGYVY IUDXG
7R PLWLJDWH WKLV ULVN $OIHQ LV F

PLWW
HVWDEOLVKLQJ DQG PDLQWDLQLQ]J H|ﬁF\k/WY$B|—&%\»JHB’d‘bQW DQG FRQMAUMEXWLYH &RPPLWWHH KDV WKH SULPDU\
VDIHW\ VWDQGDUGY DQG SURWRFROV UKYRVWHWKH EXVLQHVYV UHVSRQVLELOLW\ IRU SUHYHQWLQJ DQG GHWHFWLQJ IUDXG

7R VDIHIJXDUG WKH KHDOWK DQG VDIHW\ RI LWV HPSOR\HHV LQFOXGLQJ GHVLIJQLQJ DQG LPSOHPHQWLQJ DSSURSULDWH

$OIHQ FRPSOLHV ZLWK DOO UHOHYDQW[QRWWRIQPIP RRPPLWWHH UHVSR%I;\JQWP% SIS)S %éﬂ(%%v DQG FRQWUROV WR LGHQWLI\ DVVHVV DQG
HRHEW v

LOQOWHUQDWLRQDO JXLGHOLQHV VWDQ \/ L HQW IUDXG ULVNV DQG FUHDWLQJ SURSHU
KRDOWER DOG VDIHW\ $OVR soiHo Fo& P PIRh Wi RZDOBGVIULYN PDQ DQG DWWLWXGH WRZDUGV IUDXG LQFHQWLYHV DQG

DGGLWLRQDO VDIHW\ PHDVXUHV ZKHUWKWHTHEXWE WRe RPPLWWHH LV UHVSROVYEBYSRYCGKRA 'UDXG ULVNV
FRQWLQXH VDIH DQG UHVSRQVLEOH REHBRAWRRYQFXVURDPAQW LQFOXGLQJ ULVN PDQDJHPHQW DQG
SDQGHPLF DV HYLGHQFHG GXULQJ WK ®3+HUQoDd ¥ RWWURO VIVWHPV WR SURSHUO\ PDQDJH WKH
VWUDWHJLF RSHUDWLRQDO DQG RWKHU ULVNV DQG
XQFHUWDLQWLHYV WKDW FRXOG KDYH D PDWHULDO DGYHUVH
HITHFW RQ $OIHQ!V EXVLQHVV DQG GD\ WR GD\ RSHUDWLRQV

$O0IHQ $QQXDO 5HSRUW



$OIHQ $QQXDO 5HSRUW



&RUSRUDWH
*RYHUQDQFH

BBB

$OIHQ

$QQXDO 5HSRUW

*HQHUDO

$OIHQ 1 9 LV D SXEOLFO\ OLPLWHG OLEL
LOQFRUSRUDWHG XQGHU WKH ODZV RI Wi
LWV UHJLVWHUHG VHDW LQ $PVWHUGDP
+HIEUXJZHJ $ WEKGPHHUWMKHUODQGYV
FKDPEHU RI FRPPHUFH UHJLVWUDWLRQ
#$0IHQ$ RU WKH #&RPSDQ\$ )RU GHWI
$OIHQ!V VKDUH FDSLWDO UHIHUHQFH L
#&DSLWDO 6WUXFWXUHS$

$0IHQ DV WKH XOWLPDWH SDUHQW FRP
DOO WKH VKDUHV RI $OIHQ % 9 $OIHQ

BURMHFWYVY % 9 DQG $O0IHQ ,QWHUQDWL
LQGLUHFWO\ KROGYV DOO WKH VKDUHV F
$O0IHQ (ONDPR 2\ $E $0IHQ KDV D ZRUN
&RPSDQ\ $0IHQ % 9 DQG $OIHQ ,&8 % O
FULWHULD DV ODLG GRZQ LQ 6HFWLRQ

WKH 'XWFK &LYLO &RGH UHJDUGLQJ WKI
UHJLPWUXFWXXUUHJLPH

&RUSRUDWH JRYHUQDQFH ZLWKLQ $OIH
VWDWXWRU\ UHTXLUHPHQWY DQG WKH &
*RYHUQDQFH &RGH DSSOLFDEOH WR
OLDELOLW\ FRPSDQLHYV LQ WKH 1HWKHU
$OIHQ!V DUWLFOHV RI DVVRFLDWLRQ $
DVVRFLDWLRQ DUH SXEOLVKHG RQ WKH
VHFWLRQ RI LWV ZHEVLWH ZZZ DOIHQ F
$VVRFLDWLRQ WKH #$UWLFOHV RI $VV

7KLV VHFWLRQ JLYHV DQ RYHUYLHZ RI \
FRQFHUQLQJ WKH ODQDJHPHQW %RDUG
%RDUG DQG WKH *HQHUDO OHHWLQJ RI
$0OIHQ KDV D WZR WLHU ERDUG VWUXFW
ODQDJHPHQW %RDUG DQG WKH 6XSHUYL
ODQDJHPHQW %RDUG LV UHVSRQVLEOH
PDQDJHPHQW RI WKH &RPSDQ\ 7KH 0DQ
%RDUG DQG WKH 6XSHUYLVRU\ %RDUG I
UHVSRQVLEOH IRU WKH JRYHUQDQFH VYV



ODQDJHPHQW %WRDUG OHPEHUV RI WKH ODQDJHPHQW %BRDEXLQHVV DGGUHVV RI WKH &RPSDRSNWRQPLIRYBHAWY GXWLHV WKH 6XSH
%RDUG LV +HIEUXJZHJ $0 $SOPHURFXWKIRQ WKH HITHFWLYHQHVYV RI $0OIHQ

3RZHUV UHVSRQVLELOLWLHV D@EJF-‘ &?@EWIF@'@W&JRDUG LV FRPSRVHGHR KWMiKD DRGYRZLQJ PDQDJHPHQW DQG FRQWURO VA\VWHPV D
P \4 DQG TXDOLW\ RI WKH ILQDQFLDO DQG Q

7KH ODQDJHPHQW %RDUG LV WKH H[HFXWLYH ERG\ UHSRUWLQJ 7KH 6XSHUYLVRU\ 'LUHFWR
HOQWUXVWHG ZLWK PDQDJLQJ $OIHQ DdBPG'Hvs%]dj“’\ﬂ_VE%"H'WVP HU (QG RI ([HEXWLYH &RPPLWWHH ODQDJHPHQW %RDUG ZLWK DGYLFH RQ .

FHUUHQW WHUP
WKH FRQWLQXLW\ RI WKH FRPSDQ\ DQ 7KH ([HEXWLYH &RPPLWWHH LV FRPSR\L%HgDRVYF\il\PKMV%(\QIKH DFWLYLWLHV RI $OIH

F YHPEHUS$*0 RI

Oy QPR YPOXH FUADILRG N LSRRy Aoy Wi 2)2 DQG &&2 2Q 0D\~ WKH &RPSDO§ WKH IXOILOOLQJ WKHLU GXW\ WKH 6

OU -HURHQ ., $XIXVWS5HVLIQHG DQQRXQFHG WKH H[WHQVLRQ RI LWV ([RFXWROHWIRKFP RQWWMHHVWY RI WKH FRP¢
7KH ODQDJHPHQW %RDUG SURYLGHV WKM6RIVYHLLVRU\ $*0 WR LQFOXGH D &KLHI 2SHUDWLRQV 21N WHW H&KR20 BHB/D, Q DGGLWLRQ FHUWD!
%RDUG ZLWK WKH LQIRUPDWLRQ QHFHYWRQ®RRU g\igH -DQXDUHFHPEHU &KLHI +XPDQ 5HVRXUFH 2IILFHU &+520D/KHIREARBMU¥RDUG DV VWLSXODWHG
SHUIRUPDQFH RI WKH 6XSHUYLVRU\ %RBRSS!V GXWLHV 7KH RI WKH ([HFXWLYH &RPPLWWHH EHDU RRieBU WKMIRQVILEGCRPYWI DVVRFLDWLRQ
O0DQDJHPHQW %RDUG NHHSV WKH 6XSHWYLNMRBOBRDUG ¢\ o $*0 IRU GHOLYHULQJ DOO DVSHFWV RI WK RIRPS DR EV 0O DD WHHOW %RDUG E\ODZ
LQIRUPHG DQG FRQVXOWYV ZLWK LW RQHMWKSRUWDOQW PDWWHUV RI SODQ 7KH GHWHUPLQDWLRQ RI WKH QXPEHM DS SRIRFYEDHOUU M| WKH 6 XSHUYLVRU\
7KH ODQDJHPHQW %RDUG LQIRUPHG DQG FRQVXOWHG WKH Rl WKH ([HFXWLYH &RPPLWWHH LV D GHFLVLRQ PDGH E\ WKH
6XSHUYLVRU\ %RDUG RQ NH\ PDWWHUWYDUGROSFRIHLQHIYWRIG ERUQ 'XWFK ODQDJHPHQW %RDUG LQ FRQVXOWDWLRRXEZILWKE&REPHP LWWHH

&RPSDQ\!'V VWUDWHJILF SROLF\ DQG VWAUJOWH §ILHFYXMYLYHZ2IIG- FHU +H KDV EF6XSHUYLVRU\ %RDUG JRU WKRVH PHPEHUV RI WKH
DQG WKH UHODWHG UHVWUXFW XU L\ H JHRQIHE QW %RDUG VLQFH WKH ([HFXWLYH &RPPLWWHH ZKR DUH QRW JOURXRLW GRPPLWWHH DGYLVHV RQ DG

ILQDQFLDO ULVNV NH\ SRVLWLRQV ILQOFRAISRIUDWLRRGURWERYHPEHU +tODQDJHPHQW %RDUG DSSRLQWPHQW BYXSHEYYNRW IDRPHGHGHFLVLRQ PDNLQJ
LQWHUQDO DQG H[WHUQDO LQGHSHQGWH{EV LD3LAUNRU WKH FRPSDQ\ $OIHQ 9FDUULHG RXW E\ WKH 0DQDJHPHQW %&BQEHVRER #EW WMRHWKNH/ HODWLQJ WR $
DVVHVVPHQWY DQG WKH ULVN PDQDJHERHBRWRYGLERQW BRGRU WR MRLQLQJ ODQDJHPHQW %RDUG!V FRQVXOWDWLROGUD QWK KPQAS VXVWDLQDELOLW\ VWD
VI\VWHPV FRPPHUFLDO GLUHFWRU RI +LWHF 3RZ6XSHUYLVRU\ %$RDUG :KHQ DSSRLQWLRAPHEPAULWWR WKHPQFLDO DQG QRQ IL

1HWKHUODQGYV +H KROGV D PDVWHU ([HFXWLYH &RPPLWWHH GLYHUVLW\ RWMHFWINHWLRXWOVEHY LRWHUQDO FRQ
7ZR 0DQDJLQJ 'LUHFWRUV DUH MRLQW®RX PXNMKRUEEHGQWRWUDWLRQ IURP WI$O | HEUWHILAMOIOW B QIQYHDUH FRQRIQGSIRGIGEPQDIHPHQW WKH UHYLHZ DQG PRQLW
UHSUHVHQW WKH FRPSDQ\ 3XUVXDQWLWR WEHKBYM3 FRRM RHWKHUODQGY 7KH ([HFXWLYH &RPPLWWHH PHHWV IUHRRHBOW@EGHEHFPERUWKH HIWHUQDO LQG

$VVRFLDWLRQ WKH ([HFXWLYH &RPPLWWHH PD\ JUDQW RQH Rl WKH ([HFXWLYH &RPPLWWHH ZKR DUH QRW_SDUW Rl WKH

RU PRUH SHUVRQV ZKHWKHU RU QRW $#HPW bR \W & HE $ "0 K -HURHQ YDQ 5F)DODIHPHOW %RDUG DUH UHJXODUO\ t8Y&WRE MW HoG

&RPSDQ\ D SRZHU RI DWWRUQH\ RU RWKHXWFKpP RPV $OIHQ!V &)2 &KLHI JLEYSHUYLVRUY %$RDUG PHHWLQJV

FRQWLQXLQJ DXWKRULW\ WR UHSUHVHQ@RRVKIPBREBDQ\ RU WHRVFK MRLQHG $01HQ DV LQWHULP 7KH +5 &RPPLWWHH V SULPDU\ UHVSRQA

JUDQW RQH RU PRUH SHUVRQV VXFK WOWSHW DVODW VHIPWRGLRQ 1R $XIXVW LW ZDV RYHUVHHLQJ WKH VHOHFWLRQ DQG SUH

ORQJ WHUP SRZHUV RI DWWRUQH\ KDYHERXQ FH® OWKP® WKH 6XSHUYLVRU\G6XSHUYLVRU\ % RDUG DQG &SRIRRQWPWIWHRY PHPEHUV WR WKH 0D
DSSRLQW KLP DV 0DQDJHPHQW %RDUG PHPEHU HIIHFWLYH DQG 6XSHUYLVRU\ %RDUG DQG LL GHY

7KHOD QD JHP HQR¥ PERDUNGDUH DSSRLQWH® RY -DQXDU\ IRU D IRXU \HDU WRREZHOQWLQIFRQSRQVLELOLWLHYV D@Q;HY%QWWRD%IT_Q%—UDU FRPSUHKHQVLY}

WKH 6XSHUYLVRU\ %RDUG 7KH 6XSHUYLVRWP®BROUG PXYMRU WR MRLQLQJ $OIHQ KH ZDV WKH HPXQNUDWLR®Q SROLF\ LQFOXGLQJ UH

QRWLI\ WKH *HQHUDO OHHWLQJ RI 6KD&)BKRO.GHBY (WKW 6RIWZDUH DQG &UXKH®BXSHUYLVRU\ %RDUG VXSHUYLVHWBHAIBBXQWNVWIKRQ RI LQGLYLGXDO OL
*HQHUDO OHHWLQJ RI DQ LQWHQGHG DSSRLQWPHQW RI D ODQDJHPHQW %RDUG DQG WKH JHQHUPBHFERKUWH RI DIIDLUV
PHPEHU RI WKH ODQDJHPHQW %RDUG OKAKEHOWHFHNYK RERUQ $PHULFDQ RDPWIBF ERPGWHEC LWV VXEVLGLDULHYV W AR %3
$VVRFLDWLRQ SURYLGH WKDW D 0D QDR VQROIHHFWRHZ RF2E @KLHI &RPPHUFLBQJ LIAMYG SWKHUHZLWK 7KH 6XSHUY§§ H\L};B ED }g FDQ EH IRXQG LQ W
VXVSHQGHG RU UHPRYHG E\ 6XSHUYLVKO\ %RDEKH KDV EHHQ D PHPEHU RI WKHRXQWDEOH IRU WKHVH PDWWHUV D% C?-IL 9 Q—FSW@S‘O\NHUPV RIFUHIT
ODQDJHPHQW %RDUG VLQFH WKH $*0 RyyHwLGILRU WR UHVSH HE6XSHUYLVRU\ %RDUG &RPI
7KH 6 XSHUYLVRU\ %RDUG KDV DSSRLOWRILQ RQH DI WK HVKH JDLQHG H[SHULHQFH DV WKH &KLHI FRPSDQ\ V ZHEVLWH
0DQDJLQJ 'LUHFWRUV DV FKDLUPDQ REWHEKPHUFQBOHPHAMU IRU *( 'LILWDO!V *ULG 6RIWZDUH
%RDUG DQG &(2 &KLHI ([HFXWLYH 2ILEFXNL QHY VP FRKEWRB®LQJ HOHFWULF XWLOLW\ FXVWRPHUV JOREDOO\
WKH 6XSHUYLVRU\ %RDUG KDV GHVLIQGRWRG WRHVRIDWKNWKH KHOG YDULRXV FRPPHUFLDO UROHV
0DQDJLQJ 'LUHFWRUV DV &)2 &KLHI )LERAEQRAL QHRYHEHNY RWVRHQHUDO (OHFWULF &RPSDQ\!IV EXVLQHVV
VSHFLILFDOO\ RYHUVHH WKH &RPSDQ\X\§ LWAD RALHDHB R WMKH HQHUJ\ VHFWRU LQFOXGLQJ SRZHU
DQG RQH RI WKH 0DQDJLQJ "LUHFWRUV HPYH&PAV 18D HIQG WUDQVPLVVLRQ GLVWULEXWLRQ KDUGZDUH
&RPPHUFLDO 2IILFHU WR VSHFLILFDOB®HBWHRIWHD WHKHsKH KDV D OHFKDQLFDO (QJLQHHULQJ
&RPSDQ\V FRPPHUFLDO DIIDLUV GHJUHH IURP %XFNQHOO 8QLYHUVLW\ DQG HDUQHG KHU 0%$
IURP 8QLYHUVLW\ RI &DOLIRUQLD DW ,UYLQH LQ WKH 8QLWHG
6WDWHV

$OIHQ $QQXDO 5HSRUW



OHPEHUV RI WKH 6XSHUYLVRU\ RDUKGSFNHUPDQV ERUQ 'XWFK KO FRABRWVLWLRQ RI WKH 6XSHUYLVE7KH VL[WK JUDQW XQGHU WXQXDIODQ ZI
PHPEHU RI WKH 6XSHUYLVRU\ %RDUG WIKHNWDXWOXWRU\ UHTXLUHPHQWY RXWOL Q@& IFR MEUH VIWFKI D WRWDO RI

7KH 6XSHUYLVRU\ %RDUG FRQVLVWYV RdH ROV RHAEMIG RIORWKH ,QYHVWPHQWHRRSMHRL % VOIBIQ FRIl $FW 6KDUHV IRU QR FRQVLGHUDWLRQ

DUH DSSRLQWHG DW WKH $QQXDO *HQHY®P O PEHHEIKLQIQV 6NMLQQH )U\WNH (QHU]IM\

IROORZLQJ QRPLQDWLRQ E\ WKH 6XSH$YEVRURPROOG KHCHY D PHPEHU RI WKHISBCRY B R WIREVGREY WKH FRPSHWHRKK R QQ CWHIRGIDW UIMH KWV WR DFTXLUE

6XSHUYLVRU\ %RDUG WKH $XGLW FRP&4§VRHH Y QB BRKOH E5PHPEHU R1 1R UJHR! o NEXSHUYLVRU\ %RDUG PHPEHUV6KDAIHDN HUDKIWHGVRLOO EH H[HUFLVDEO

&RPPLWWHH FRQVLVW RI WKH IROORZLQVHHPEHYW 0DQDIHPHQW IRU 2||VKR\MK|H:LF(§QGP%|E|JWMQEW_|V DQG VNLOOV WDRUOIG IEHmMDRZ6KDUHY RQ WKH GD\ WKDW L\

%RUVVHOH , ., DQG WKH &KDLUPDQ RISk 503 kY YV R U SHUYLVR U\ %RDUGHGR RW UER H Wit B®Y WR EH HPSDRIHC

1DPH  $JH3RVLWLRE@PEHIRPPLWWRKBVRI 9%RDUG RI WKH /XGZLJ &DUGLRORJ\ FO
e R VROBOHV DQG ULJKWV WR DFTXLUH VK[iééd;\/,\,kgvssgb DYXEMHFW WR FHUWDLQ

WHUP -HDQLQH YDQ GHU 90LVW ERUQ SO PR QEMPWHRE oy KH 6XSHUYLVRU\ % FshLREGHY AR FXPVYWDQFHY VXFK D
RO UHV LQ $OIH
¥5 PHPEHU RI WKH 6XSHUYLVRU\ %RDUG RIRYFKROLRRAPYKE Q Q HPSOR\HH %HVLGHV WKH DIRUHPHQWL
oL en WHQbLurDPPYFERPP LWV AR &XUUHQWO\ VKH VHUYHV DV D QRQ H[HFXWLYH ERDUG YHVWLQJ FRQGLWLRQ QR RWKHU YHVWL
OHPEHU PHPEHU RI WKH %HOJLXP FRPSDQ\ '3*§w%%ﬁ gy LRQ DSSOLFDEOH IRU WKH /7,3
oL LOOHP OLEH $XGLW, n, D 6XSHUYLVRU\ %RDUG PHPEHU Rl WK P LYY
$SEFNHUPDQV&KDLUPDOO' &RPPL B DQG DV FKDLU RI WKH 6XSHUYLVRU\ %ROY G HRE xFHUPRRRQ SROLF\ DSSOLFD%RQ RIWLEH RDXV\\IIVVV\{SSSFI)_SJ ULJKV\;\}QHUU
&KDLU &RORXUV 1 9 0 u U
ODQDJHPHQW %RDUG ZDV DGRSWHG E\
OV -HDQLQH "S85 Rl 0DULD $QKDOW ERUQ %X0JDULDQ.N HG BWLQJ RQ ~ $SULO DQC1>—(| RHFY EOHODDV\(/? P[I)I)G(Q|_)|([E)l.\l/\/\ Pexpu
R 0 HURYHPEBRPPL H 0 EE -
YDQ GHU 90UV 2KDLU PHPEHU RI WKH 6XSHUYLVRU\ %RDUG \98%?'5 ¥RYWUBPYG RQ $SULO
oV 0DULD SXGLW, o 6KH EULQJV YDOXDEOH H[SHULHQFH I RUPHWIHRQ RQ WKH UHPXQHUDWLRQ&QIBP U ﬁHélH QEFHHVZLVRSGUHDFWWKLHFTN
sokpow OHPEHBHSWHPERPPLW Y FXUUHQW UROH DV D VXSHUYLVRU\ ERQREURFHBBIEUWKIH 6 XSHUYLVRU\ %RDUG %’ he T LWK UHODWHG SD
OHPEHU +HZOHWW 3DFNDUG *HUPDQ\ DQG KHU s3fpWUIHRPWPR P @HSRUW ZKLFK FDQ
LQWHUQDO VXSHUYLVRU\ GLUHFWRU RJ Yk yWRBWEE LQ WKH 6XSHUYLVRU\ %q VgFﬁ'SIR% HVCJ;:QRVQKVRRXOOLGGSVV:(
7KH EXVLQHVV DGGUHVV RI WKH FRPSBRR IDER SHIIXW BLRFH -DQXDU\ VIER K ZWKH &KLHI 6WDWHPHQWV
+HIEUXJZHJ $0 LQ $OPHUH WK H (LFHRWMWWYGD lehFHU RI (OHNWURELW *PE+ D JOREDO
RUJDQL]DWLRQ EDVHG LQ (UODQJHQ 5HODWHG 3DUW\ 7UDOVD F Wiy \
+HQN WHQ +RYH ERUQ '"XWFK KDV EHHQ WKH RJH DO OHHWL JV RI 6KDU
&KDLUPDQ RI WKH 6XSHUYLVRU\ %RDUEOQPLF PUBEHKY RI WKH 6XSHUYLVRU\ %RDUG DUH Q

+H ZDV UH DSSRLQWHG GXULQJ WKRGHSH@EGXRW PHPEHUV ZLWKLQ WKHSRHDQHIB RHYWHWLHV WKDW FDQ EH BROMURAPR RS FMR- WY $0IHQ FRQYHO
*HQHUDO OHHWLQJ IRU D VXEVHTXHQWXIN A8 LRSRURWEHYV RYHUQDQFH &RGHFROMWURBBEIBURRI VLIQLILFDQWO\ L QI OXHRAFHS) D¥HIHRR @QUNCHYNAE EH KHOG LQ

+H VHUYHG DV D PHPEHU RI WKH 6XSHYXHVRASHARBYBUR|YRDUG DGKHUHV WRAVEH YWPEBHWRB\SDUW\ $OVR HQWEPAM £&b K FPEk AFRRWKRBQAHWKHUODQ
SXEOLFO\ OLVWHG FRPSDQ\ .HQGULRQUHNIRAUHPWRW UHIJDUGLQJ WKH QXPEHWMRRQWOSHRQWBRDO RU VLIQLILFDQWO\ LQIOXHQFH WKH &RPSDQ\

GXULQJ ZKLFK WLPH KH KHOG WKH SRPQFLRBXRHEKDMWIPHH IXQFWLRQV ZLW KLH FIRQIML & R WHIG® DUUMBYWHG SDUW)\ : K QB GH W MWRKH 7 RVMSADXQW!IRVULQWHUHV WV

6LQFH KH KDV DOVR EHHQ D PHPEHU RI WKH DQG 6XSHUYLVRU\ 'LUHFWRUV DQG FORXHHUNODRMUL\YHWR DWEH RU WKH ODQDJHPH
6XSHUYLVRU\ %9RDUG DW 8QLFD +H LV DOVR FKDLUPDQ RI WKH UHJDUGHG DV UHODWHG SDUWLHV ,QWRQ¥RSD{QWUDRUGLQDU\ *HQHUDO OHF
IRXQGDWLRQ RZQLQJ WKH VKDUHV LQ %'5 7TKHUPHD JURXS WUDQVDFWLRQV DUH FDUULHG RXW DWDBUPOWNBHQUWRQYHQHG DW WKH UHTXF

MRLQWO\ UHSUHVHQWLQJ DW OHDVW RC
7KH IROORZLQJ WUDQVDFWLRQV ZHUHLNYXUIGHGKRX\W EDWKWDO

UHODWHG SDUWLHV
6KDUHKROGHUV KROGLQJ DW OHDVW
( -.H\ PDQDJHPHQW FRPSHQVDWLRQ | yyXHG VKDUH FDSLWDO KDYH WKH ULJ

( 6KDUH EDVHG SD\PHQWYV DIJHQGD LWHP 6XFK UHTXHVWV PXVW E
( 5GHPXQHUDWLRQ RI WKH ODQDJHPHQWX¥®RDIJIcWK®I® EH VXEVWDQWLDWHG RU
6XSHUYLVRU\ %RDUG D UHVROXWLRQ DQG PXVW EH UHFHLYH

OHDVW GD\V EHIRUH WKH GD\ RI WKH

6KDUH DZDUG SODQYV (DFK RXWVWDQGLQJ VKDUH HQWLWOHV

7KH ODQDJHPHQW %RDUG UHFRJQLVHG RWH FRRAXNGRLRY DUH DGRSWHG E\
RI LWV NH\ HPSOR\HHV WR WKH FRPSDWKHK YRWIYHFPY¥MNHX/QYOHVV WKH $SUWLFC
7KHUHIRUH RQ 2FWREHU $0IHQ POWORDEMNE ®DZ SURYLGH RWKHUZLVH
ORQJ WHUP LQFHQWLYH SODQ /7,3! RS BHVHEEMWLQR | RI' WKH 1

GHVLJQDWHG HPSOR\HHV LQ WKH FRP&EWAVWDQGLQJ VKDUH FDSLWDO ZHUH S
UHSUHVHQWHG DW WKH $QQXDO *HQHUI

$SULO

$OIHQ $QQXDO 5HSRUW



7KH $QQXDO *HQHUDO OHHWLQJ RU WKHRWPRDHHBHQYWLOV UHIJDUGLQJ GLYHUNDW\HPRY HRBOXVURRFOREYH $UWLEOH
%RDUG LI DXWKRULVHG E\ WKH $QQ X DI®R U* WEHIUW D UWHHHWZ R JUHIHU WR WKH SUHYLRXV FKDSWHU RQ

DQG ZLWK WKH DSSURYDO RI WKH 6 XS&ERVERRDWHRIXWGYBDRDELOLW\ 5GHSRUWQ QUKIK@RHBWHBR¥ IROOWKH (8 7TDNHRYHU 'LUHFWLYH S$UWLFOH
UHVROYH WR LVVXHV VKDUHYV DQG RU 7TR®IFV URQIMWMKHVYWHRKDSWHU DOO WKH LOQI'REBBWLR®H VRMFRXIGHIGORWLILFDWLRQV PXVW EH JLYHQ
VXEVFULEH IRU VKDUHY DQG WR OLPLWHRDUHGEQXGWKBWHVW SUDFWLFH SULQBVROMU DV WIKWKBUH QRW LQFOXGHG LQ WKLV $QQXDO 5HSRUW
HPSWLYH ULJKWV $W WKH $*0 WKERUKIRUHKRIO GRIVWUQDQFH &RGH

GHOHJDWHG WKLV DXWKRULW\ WR WKH ODQDJHPHQW %RDUG &DSLWDO VWUXFWXUH
IRU D SHULRG RI PRQWKV IURP $SU,
VXEMHEW WR DSSURY[?O RI WKH 6XSHUL17E_\Q|I;LQD\&E;LRJQ\WF1URP WKH EHVWHSHbsPWivHRHDUH FDSLWDO DW  'HFHPEHU RI
AU TR AR s g o i Wi W KSR SRR, o, et ot oy
WKDW WLPH

*RYHUQDQFH &RGH #2UGLQDU\ 6KDUHVS$ WUHDVXU\ VKDUHV DUH KHOG

7KH $QQXDO *HQHUDO OHHWLQJ RU WKH ODQDJHPH§W E\ WKH &RPSDQ\ 7KH UHPDLQGHU RI WKH 2UGLQDU\
%RDUG ZLWK DSSURYDO RI WKH 6XSHUYBQPRTQ FRHYQRYM LQGLFDWH EHORZ MKW WKH FRPSHQN oy wywDQGLQJ (DFK VKDUH

IXUWKHU FDXVH WKH FRPSDQ\ WR DFTRHYHDRNRVVIVREPHY FEHYWDLQ EHVW SU'?:FR\QélrﬁUvSH/lK%Fbﬁﬁ)R"W%HFDVW RQH YRWH
WK H $*0 WKH VKDUHKROGHUV GHOHIDWHE WKRYOLHV ZLWK WKH EHVW SUDFWLFH SULQFLSOH RI
DXWKRULW\ WR WKH ODQDJHPHQW %R MMd! vX¥RK AR s WRWH "RYHUQDQFH ¢REHWDWLRQV RQ WKH WUDQVIHU RI VKDUHV

DSSURYDO RI WKH 6XSHUYLVRU\ %RDUG XS MRs B APHEROR ZOHGIHY WKH LPS F
R RI WKH LVVXHG VKDUH FDSLWDO%@M%S?/\VJ%@AMFH DQG DOLJQ IW\,@W% VHG DQ\ OLPLWDWLRQV RQ WKH WUDQVIHU
$*0 IRU D SHULRG RI PRQWKYV IURP VWKH GPYEH BIoW K E & KHUHIRUH WKHUH DUH QR RXWVWDQGLQJ
$%0 R $SULO L H XS WR DQG LQEOMGL Q KH PDMRULW Rl WK Y &'s HFWLRQ PHDVXUHVY DJDLOQVW D WDNHRYHU
2 Q¢ Lk RUSRUDWH *RYHUQDQFH &RGHg +R K ngE\Aﬁﬁ'—Lvﬁb PSDQ\ 1R GHSRVLWDU\ UHFHLSWV IRU
5 K R(yH HHQLVVXHG ZLWK WKH FRRSHUDWLRQ RI WKH

2FWREHU FRQVLGHUDWLRQ RI $OIHQ!V LQWHUH
ORUH LQIRUPDWLRQ DERXW WKH DXWK\hVMlBN/'V'@Rwygg%ﬁ'oFRPSDQ\ GHYL DMV
*HQHUDO OHHWLQJ RI 6KDUHKROGHUVED:$dNV\$KJHP§W ML SOEMYLDWHV '

$VVRFLDWLRQ FDQ EH IRXQG RQ $OIHGENVMEYDRWLFH SULQFLSOH UHJDUSLRYWIHfOWLDO KROGLQJIV
VWDEOLVKPHQW RI DQ LQGHSHQGHQW LOWHUQDO DXGLW

IXQFWLRQ 7KH 6XSHUYLVRU\ %RDUG KMWY HYDDXPRRHOG HUV !
6SHFLDO SURYLVLRQV UHO BRMWKHD Y5SR UR &KUD DMWH/DOWHUQDWLYH PHDVXUHY KDYH EHHQ
LPSOHPHQWHG EDVHG LQ SDUW RQ D &8HFRRAHQ@ GFIRMQWQUWROOLQJ ULJKWYV
8QOHVV LQGLFDWHG RWKHUZLVH WKHUIRD WHKIQBXEHAMWERPWLR@WHH %RWK WKH $XGLW &RPPLWWHH
RQ WKH WUDQVIHU RI VKDUHV WKH H[bHQELWKHRE YRWLQN BUIKMWDO UG KDYH FIFRQ ¥ 8 bt B0 WAREW WRK@OLQJ ULJKWY DUH DWWDFKHG WR WKH
RU WKH WHUP IRU H[HUFLVLQJ WKRVHRREHIN PYGCIWKWKH OUPILWHG QXPEHWUKRMBWJIZD VHKHVE R $IRQ\
QR VSHFLDO FRQWUROOLQJ ULJKWV DWY® WHGFMRWKEDOBHYHG SURFHVVHV DQG LI_EWHU DO FROWUROV
GR QRW MXVWLI\ HYWDEOLVKLQJ DQ LBBMK 'ébﬂ&wVL LepBULHV RI $O01HQ

6WDNHKROGHU HQJDJHPHQQ\/XGLWRU 5HIHU WR WKH ILJXUH EHORZ IRU DQ RYHUYLHZ RI WKH

PDWHULDO VXEVLGLDULHV RI $OIHQ

, Q $0IHQ DGRSWHG LWV VWDNHKRQBHUSGLD ERVXH-H V
SROLF\ DQG KDV VLQFH VWDUWHG VWDNHKROGHU HQJDJHPHQW
LQ WKH DQQXDO UHSRUW )XUWKHU GHYMH®VYHRDBEY WD[DWLRQ DV SDUW RI LWV VRFLDO
VWDNHKROGHU HQJDJHPHQW DUH H[SQMMBHRE  QE WEKIHWAHBXPE PROORZYV WKH SULQFLSOH RI UHVSRQVLEOH
LQIRUPDWLRQ VHFWLRQ RI WKH 6XVWMNNRDEWLOEW LN PNDXHHUHEW WKH LQWHUHVWY RI DOO VWDNHKROGHUYV

LQFOXGLQJ FXVWRPHUV VKDUHKROGHUV ORFDO
"LYHUVLW\ JRYHUQPHQWY DQG FRPPXQLWLHV LQ WKH FRXQWULHV LQ

ZKLFK $O0IHQ RSHUDWHY DUH WDNHQ LQWR FRQVLGHUDWLRQ

. : L \WZLWK WKH OHWWHU DQG VSLULW RI
L 290 Leroxvieg pu uosr i EHILIRALEE T BN LG SRRV oo Lowhbadwirana
WK H &RUS,RUDWH *RYHUQDQFH &RGH é_ é/ QRW XVH DUWLILFLDO! VWUXFWXUHV LQ WDJ
'LYHUVLW\ DQG ,QFOXVLRQ SROLF\ Z Sk Y @/ V WR DYRLG WD[HV 7KH GHVLJQ RI WKH
WKH $OIHQ LQWUDQHW DQG ZHEVLWH Y) %&%
KDV VHW DQ DSSURSULDWH WDUJHW | %
0,
VLQ \

RI PHQ DQG ZRPHQ RQ WKH ODQDJHPH
6XSHUYLVRU\ %RDUG DQG WKH VXE W

LV EDVHG RQ RSHUDWLRQDO

o W, RQ WD[DWLRQ 7KLV PHDQV WKDW WD[HV
DFWXDo HFRQRPLF DEWLYLWLHYV DUH

KDW WUDQVDFWLRQV VKRXOG KDYH D

RQDOH

$O0IHQ $QQXDO 5HSRUW



/JRQJ WHUP LQFHQWLYH SODOQ
'LUHFWRUV

30HDVH UHIHU WR WKH 5HODWHG 3DUW\ 7TUDQVDFWLRQV SXEOLF WDNHRYHU ELG

SDUDJUDSK DERYH 7KH 6 XSHUYLVRU\ %RDUG SURILOH FD OEIﬂ le
$O0IHQ ZHEVLWH DQG LQ WKLV SUFZILO%E;_(?'S;d

ILPLWDWLRQV RQ YRWLQJ ULJKWQGLFDWHG DV DQ LPSRUWDQW IDFWRY,EQ F DAR!
6XSHUYLVRU\ %RDUG SURILOH 7KH &R\ﬁﬁgéﬁl DAL REUME WM

(DFK VKDUH FRQIHUV WKH ULJKW WR ADY/AVLRED X RVWR) SROBLF\ LV DOVR WDNHQEIQWR DEFE
YRWLQJ ULJKWV DWWDFKHG WR WKH VKDUHV LQ WKH FRPSDQ\ X HUYLVLRO $FW
DUH QRW UHVWULFWHG DQG QHLWKHJV%EF\:&{\%HHH%Q/%%ﬁ%ﬁg(%v@ggRRLlev\m/HWﬁh §P§WG099:$>93 . Q
YRWLQJ ULJKWV PD\ EH H[HUFLVHG UH *

© [ DSSRLQW D 6XSHUYLVRU\ 'LUHFWRU Flé?&éﬂ%é%%&bé% D

$SSRLQWPHQW DQG GLVPLVVDOPRMBDIOW R MO WRWHV FDVW $ 6XSHU KL VRINELHEEWRY PRY LUK DUH

%RDUG PHPEHUV DQG 6XSHUYLVRUMEHREWRRY GLVPLVVHG E\ WKHRHMOVMW B @ CoHHw BE Y\ QW WR WKH "X
DQG DPHQGPHQW RI WKH $UWLFOH W RAIH ODMRU +ROGLQJV LQ /LVWHG &RPSDQI
$VVRFLDWLRQ =HJJHQVFKDS RU :0= LQWHUHVWV 7
7KH *HQHUDO OHHWLQJ PD\ SDVV D UHNRODWMO®RQQWRHDRN®GRU D YRWLQJ LQ
7KH 6XSHUYLVRU\ %RDUG DSSRLQWYV WWH LR@HV RI $VVRFLDWLRQ ZLW K- DQLWD\ORR X Wi PQ MRULWY PRUH DUH
'LUHFWRUV 7KH 6XSHUYLVRU\ %RDUG RPIXWHWHQORRW \VWOY W EXW RQO\ L RQGR\SRFRHRVEO WRIWKKHHIHWKHUODQGYV $
*HQHUDO OHHWLQJ RI DQ LQWHQGHG PR IGHW HIQMWRDY G WKDW KDV EHHQ)DEBOQRYBHO &DWKHWY $)0 $W \HDU H
PHPEHU Rl WKH ODQDJHPHQW %RDUG &X$HPOYWYRIHPRPUG RU LL LQ WKH DRYBREZHRI WRKEFKHKROGHUV ZHUH NQR
$VVRFLDWLRQ SURYLGH WKDW D 0DQDSUBSRMPHO- WhRWIE WKEHH[SOLFLW DSSURYWRURIVWKHRI DW OHDVW  GLUHFW(

VXVSHQGHG RU UHPRYHG E\ WKH 6XSHUPQANRIARBLMN P& DPYWS DQG WKH 6 XSHUYHVMRPEHIRDUGDWRHU $)0 GLVFORVXULE (
DO\ WLPH VXFK SURSRVDO PXVW EH VWDWHG LQ WKH QRWLFH Rl WKH

*HQHUDO OHHWLQJ 6KDUHKRO(%%§,L\ABDWVLQJ IRWLILFDWLRQ
7KH $UWLFOHV RI $VVRFLDWLRQ SURYLGH WKDW WKH QXPEHU CWHUBWWMUHVW  GDWH

Rl 0DQDJLQJ 'LUHFWRUV LV GHWHUPLG@HEHFRAXWLRQ E\ WKH *HQHUDO OHHWILQ NI OV HEE WKH WKk Rl 0ODUFK
6XSHUYLVRU\ %RDUG DIWHU FRQVXOWDWY IRFP HVWK WKHRFLDWLRQ UHTXLUHYV VROXWH PDMRULW
ODQDJHPHQW %RDUG EXW WKHUH zZLOR MMKDBW FoWih Y W DY ¥R
0DQDJLQJ 'LUHFWRUV 7KH 6XSHUYLVRU\ %RDUG KDV OHLS
DSSRLQWHG RQH RI WKH 0DQDJLQJ 'LUHFW RPRRPIHEH @M JGRDUG!YV SRZ&I%%M—I\/@HFLDOO\ (
Rl WKH ODQDJHPHQW %RDUG DQG &(2 WIRLKIVNXAHKWIKDBIUHYV ODQDJHPHQW WK R1 0D\

21ILFHU ,Q DGGLWLRQ WKH 6XSHUYLVRU\ %RDUG KDV /1&
GHVLJQDWHG RQH RI WKH 0DQDJLQJ "PHFWRWUNPDY g)WKH *HQHUDO OHHWLQJ JUDQWHG WKH

&KLHI )LQDQFLDO 2IILFHU WR VSHFLIZPBB &YW AP WR W KH DXWKRULW\-Wfké&E@”quR\%iﬁ.“ﬂKH
&RPSDQ\!V ILQDQFLDO DIIDLUV DQG REH RRUWEKFSYRIBPH 8 WKH 6XSHUYLVRU\"% LVVXH

'LUHFWRUV DV &&2 &KLHI &RPPHUFLDYKAHEY RUWADQW ULIJIKWV WR VXEVFUYKEHGRY ¥KBYEHYRRBQE\ RY wR UHVHUY
VSHFLILFDOO\ RYHUVHH WKH &RPSDQ\INLFRPENHFYKH &RPSDQ\ WR DFTXLUHJM RZRYVERPWHMIG $01HQ GRHV QRW
DIIDLUV

LQFOXGLQJ VKDUHV LVVXHG DV VWRFN¢B bYKRHXH USRME WP PRPHOW LO
SHULRG Rl PRQWKV IROORZLQJ WKH $QQXDO OHHWLQJ

7KH 6XSHUYLVRU\ %RDUG 5XOHV SURYLIGH ODKQDWHRPKOW %RDUG GLG QRW X Vi iy QMK REUB- 8 H 6B D U
6XSHUYLVRU\ %RDUG PXVW FRQVLVW RI D PLQLPXP R
WKUHH PHPEHUV 7KH H[DFW QXPEHU RI 6XSHUYLVRU\

SR

PHPEHU RU HPSO

(

WK RI $SULO

*©QOUDOH

R
\§DVIV|I§’|_I-||UDQFH SD\ LQW\)QEPFDV%@M‘B XQWLO
SOR\PHQW LQ FROINRRLRQXEIWRWLO
HXWYo WKH PHDQLQJ RI GUWRPO H FW RFEIHW KHQ W L O

%RDUG DQG WKH LQGHSHQGHQFH Rl WKHGXSOBDOWRUDJUHHPHQWY LQ WHKH WRYPOREILQRIFORVHG SHULRGV DUH [
WUDQVDFWLRQV GLUHFWO\ RU LQGLUHF
DQG RWKHU ILQDQFLDO LQVWUXPHQWYV

RO FOXGHG DQ\ DIUHHBHRWY ZbWKDU\ XQWLO

YHEUXDU\
0D\
$XIXVW
1RYHPEHU

WK

,Q DFFRUGDQFH ZLWK EHVW SUDFWLFH SUR
&RUSRUDWH *RYHUQDQFH &RGH WKH 0DQD.
VWDWHV WR WKH EHVW RI LWV NQRZOHGJH

7KH UHSRUW SURYLGHV VXIILFLHQW LQV
IDLOLQJYV LQ WKH HITHFWLYHQHVYV RI WK
PDQDIJHPHQW DQG FRQWURO V\VWHPV ZL
ULVNV DV UHIHUUHG WR LQ EHVW SUDFW

7KH DIRUHPHQWLRQHG V\VWHPV SURYLG
DVVXUDQFH WKDW WKH ILQDQFLDO UHSR
FRQWDLQ DQ\ PDWHULDO LQDFFXUDFLHV

EDVHG RQ WKH FXUUHQW VWDWH RI DIID
WKDW WKH ILQDQFLDO UHSRUWLQJ LV S
FRQFHUQ EDVLV DQG

7KH UHSRUW VWDWHV WKH PDWHULDO U]
EHVW SUDFWLFH SULQFLSOH DQG Wi
WKH HIWHQW WKDW WKH\ DUH UHOHYDQ\
RI WKH FRPSDQ\!V FRQWLQXLW\ IRU WKH
PRQWKYVY DIWHU WKH SUHSDUDWLRQ RI W

$V UHTXLUHG E\ WKH UHOHYDQW VWDWXWR
ODQDJHPHQW %RDUG KHUHE\ GHFODUHV WK
NQRZOHGJH

7KH 5SHSRUW RI WKH ODQDJHPHQW %RDU
WUXH DQG IDLU YLHZ RI WKH SRVLWLRQ
VXEVLGLDULHY LQFOXGHG LQ WKH FRQV
UHSRUWLQJ GDWH DQG RI WKH FRXUVH F
GXULQJ WKH ILQDQFLDO \HDU 7KH 5HSR
ODQDIJHPHQW %RDUG SURYLGHV LQIRUPLEL
PDWHULDO ULVNV WR ZKLFK $OIHQ LV HJ[

7KH &RQVROLGDWHG )LQDQFLDO 6WDWH|
WKH \HDU HQGHG ‘HFHPEHU JLYH I
IDLU YLHZ RI WKH DVVHWYV OLDELOLWLH
DQG UHVXOW RI WKH ILQDQFLDO \HDU RI
VXEVLGLDULHY LQFOXGHG LQ WKH FRQV

JHEUXDU\

'DWH (YHQW
LUHFWRUV VKDOO EH GHWHUPLQHG E6WXQ LMSFHUQW PDUHHPHQWY DQ G eUxpUr 3XEOLFDWLRQ 1X00 \HDU UHVXOWY
%RDUG 7KH BXSHUYLVRU\ %RDUG FXUPRQWOY RBQRIEVWNHRIFRPSDQ\
$QQXDO *HQHUDO OHHWLQJ RBRIOPHUH
IRXU PHPEHUV $SULO 6KDUHKROGHUV
$OIHQ!V FUHGLW IDFLOLW\ DJUHHPHQ
,Q DFFRUGDQFH ZLWK WKH $SUWLFOHV Rl HRMRT LMW WP DWKHRU WKLY W\SH 0D\ 4 WUDGLQJ XSGDWH
6XSHUYLVRU\ %RDUG KDV SUHSDUHG LriSy&®J KO/ HROWYR Y HKEHQwWY $XIXVW 3XEOLFDWLRQ KDOI \HDU UHUBD@QWVIHPHQW %RDUG

DQG FRPSRVLWLRQ WDNLQJ DFFRXQW WKH QDWXUH DQG
DFWLYLWLHV RI WKH EXVLQHVV WKH GHVLUHG H[SHUWLVH DQG
EDFNJURXQG RI WKH 6XSHUYLVRU\ 'LUHFWRUV WKH GHVLUHG
PLIHG FRPSRVLWLRQ DQG WKH VL]H RI WKH 6XSHUYLVRU\

1RYHPEHU 4 WUDGLQJ XSGDWH

$O0IHQ $QQXDO 5HSRUW

ODUFR 5RHOHYHOG &(2
2QQR .UDS &)2
OLFKHOOH /HVK &&2



$OIHQ $QQXDO 5HSRUW



SHSRUW RI

WKH

6 XSHUYLVRU\ %RDUG
BBB

$OIHQ

$QQXDO 5HSRUW

ODQDJHPHQW DFWHG VZLIWO\ ODXQFKL

SODQ DQG UHVWUXFWXULQJ LQ 4 z
$ WXUEXOHQW \HDU DV WKHPHC%—I'F" DWLRQ DQWLFLSDWHG LQ

WUDQVLWLRQ H[SHULHQFH ®@KH X@PREEIEOHJZRUNIRUFH UHGXFW
ZHUH HVVHQWLDO WR HQVXUH WKH ORQ
VORZGRZQ CRPSDON

6WUHQJWKHQHG OHDGHUVKLS LQFOXGL
RI D QHZ LQWHULP &KLHI )LQDQFLDO 2

LQ VXPPDU\ ODQDJHPHQW %RDUG DQG WKH H[SDQVL
(IHFEXWLYH &RPPLWWHH ZLWK D &KLHI 2

&22 DQG &KLHI +XPDQ 5HVRXUFHV 21IL

PDUNHG D FKDOOHQJLQJ \HDU IRU MWKHp ORFREOPRX U DELOLW\ WR DGGUHVV [

ZLWK VLJQLILFDQW LPSDFW IHOW DFURWYRRI©®Q WXBQVLWLRQ WKH FRPSDQ\ LV
VWDNHKROGHUV 7KH \HDU ZDV GHILQHG E\ YDU\LQJ

SHUIRUPDQFH DFURVY RXU WKUHH EXVK®HNSBHBUYHVRUY %RDUG DFNQRZOHGJF
HITRUWYV RI PDQDJHPHQW GXULQJ WKLV
(9 &KDUJLQJ (9& UHPDLQHG IODW DW7RHYVW cREHYIDWLRQ DQG UHVLOLHQFH |

6WRUDJH 6\VWHPV H[SHULHQFHG D GRAAWEHY LRQCI ®EOWKH FRPSDQ\IV UHVH\
*ULG 6ROXWLRQV VDZ JURZWK LPSDFWHGENWRHI[SHFWHG

TXDOLW\ LVVXHV 7KHVH FKDOOHQJHV FXOPLQDWHG LQ 4
WULJJHULQJ D QHFHVVDU\ GRZQZDRG DGMWYWBXEWURILVRU\ %RDUG LGHCQC
RXU RXWORRN DW WKH HQG RI -XQR! IRFEVWHWKMWKH IROORZLQJ VWDWXV

FKDOOHQJHV WKH VHFRQG KDOI RI WKH KR ,
RI VWDELOL]DWLRQ DOEHLW DW D OR FPL}QHé)'HL{’VEBLalﬁ’}#\i%%YﬂW DQG "HYHORS
LVVXHV ZLWKLQ 6PDUW *ULG 6ROXWLRQYHEAHU PG BV HBHORSPHOW 5 ' L\

DQG WKH QXPEHU RI VXEVWDWLRQV LQFRHRKHG RRsWHEH VHUYLQJ DV D FULW
LQLWLDOO\ WDUJHWHG \HDU HQG OHYH®\OWUNHW GLIIHUHQWLDWLRQ )DFHG Zl

'KLOH WKH HQHUJ\ WUDQVLWLRQ H[SHU K G% %gﬁﬁgg“%?ﬁg;%ﬂw
VORZGRZQ LQ SURJUHVV LQ EULQJL Y RO IX%WK!—
FKDOOHQJHY WKH ORQJHU WHUP RXWO ; Lﬁ’@ %%\P o WUII?QVIRUPDV
RITHU VLIQLILFDQW RSSRUWXQLWLHV 0 R e oW WP \

,Q OLJKW Rl WKHVH G\QDPLFV WKH ODQBBMPWORQWRIOKHIGRPSDQ\ EHWWHU WR
XQGHU WKH VXSHUYLVLRQ RI WKH 6XSHGBGHPIRAUGUW RDUG

FRQGXFWHG D FRPSUHKHQVLYH VWUD L Z. ZLWK

H[WHUQDO VXSSRUW RI DQ |_QGXVWU\\(\V/2)#|-dzl_Lly‘éé{('{/Llr:b;J oWHsuowHe srRoXWLRQ
FRQVXOWDQF\ ILUP WKDW UHVXOWHG LG $WPEBNH\V XQEHREVLO LWV DELO
DQG FRQFOXVLRQV LQFOXGLQJ &KDUJLQJ 6PDUW *ULG 6ROXWLRQV D
( $Q H[SHFWHG VORZHU SDFH Rl JURZWK\V@ K@PNUDV GLVWLQFW EXVLQHVV OL

6WRUDJH 6\VWHPV DQG (9 &KDUJLQJ RFRIRPWHHLOB[WXQGOLQJ RI WKHVH HJ[L
\HDUYV OLQHV L H ,QWHJUDWHG 6ROXWLRQV

$ PRUH IRFXVHG DSSURDFK RQ OHYHUBIFHH \RUI G fYPRPSOHYV ZKHUH WKH FR
VWUHQJWKY DQG FRPSHWLWLYH DG YDWDHIW LY HPR HRKkHHUHG LQWHJIUDWF
SURGXFW SRUWIROLR DQG JHRJUDSKLFOOWRARUM Wiy RXWFRPH RI WKH VW

2UJDQL]DWLRQDO ULJKW VL]LQJ WR D(glt'@%g\&vlg@%Mé%%@bOQLVQVY_'HVD?V\?ILIVR\F/

H[SHFWHG JURZWK WUDMHFWRU\ DOVR SULRULWLVH WKH GHOLYHULQJ
2QJRLQJ IRFXV RQ UHVHDUFK DQG GHYHORSPHQW ZLWK

DFFHOHUDWLRQ RI WLPH WR PDUNHW



)RU
WR WKH IROORZLQJ WRSLFV

(

(

'\QDPLFV OHDGHUVKLS WHDP 7KLV UHTXLUHV FRQWLQXRXV DWWHJRVULRRUHHLQHRIGP 'WLRQ UHJDUGLQJ WKHI EXSHQYL VIRDY

DFWLYHO\ DQG FRQWLQXDOO\ HQJD PHRDIUEKPRIPEHUYV UHIHUH WR WKH &RUSRUDWH *RYHUQDQFH
/KH DSSRLQWPHQW RI D QHZ LQWHULPy$WRBIHUVY WR HQVXUH WKDW RXU FREFWHBRBLRDWKLYV DQQXDO UHSRUW 7KH 859 HU WOXMREKOHRIMUGHDU IRU WKH FR
JLQDQFLDO 21ILFHU &)2 WR WKH 0D QIR HPHQY\ARPIS Q DWWUDFWLYH D GQRGH PIEIHHEW RBHO\D GIGIUHG/WS HQ G HQW O\ MHRYAH UD OH R AK IRWKHWY LPSDFWLQJ $OIH
DORQJ ZLWK WKH H[SDQVLRQ RI WKH (K3 QHHGY DQG H[SHFWDWLR@VWKH 0DQDJHPHQW %RDUG DQG F RWKHDWLRQV
&RPPLWWHH WR LQFOXGH D &KLHI 2SHUDWLRQV 21ILFH U VWDNHKROGHUV (DFK 6XSHUYLVRU\ %RDUG PHPEHU KDV
&22 DQG D &KLHI +XPDQ 5HVRXUFHYV 2ROQEMWWRULQJ WKH WUDQVIRUPDWLRQNkQ' wmﬂl—ﬁ/'\/DU\ H[SHUWLVH H[SHULHQ@IWIﬁtbGLEJNIW\IK@I@X@G WKH OHDGHU
&+52 FRQWULEXWHY WR WKH TXDOLWURD®RXDWLRQ WR SHUIRUP KLV RU KHU WDVNV DQG YAWERQW i€l @ HW 4 WK WKH DSSRLQWPH
OHDGHUVKLS WHDP DQG VLJQLILFDQWO\ HQKDQFHV RXU DOROJ ZLWK D HISDOVLR Rl WKH HF
FDSDFLW\ WR DGGUHVV WKH RQJRLQJWWB@R}SLQ/\PLVP&'E??\/\H@-PNHW LQSXW ZH @0k QRVYMPEHUV RI WKH 6XSHUYLVRUR %QQRDQMH%VU[DWF?JLF gHFLVLRQ([pD
&RPSDQ\ LV XQGHUJRLQJ ,Q wKH DRGLWR B WUDQVIRUPDWLRQ RI) WKH oy GHOW ZLWKLQ WKH PHDQLQJ RI WKH 'XWFK
DOUHDG\ GHPRQVWUDWHG WKHLU YDORXYIRRL LW u R YEG RQ LQFUHDy RROPWE MR PIRFODQFH &RGH DQG WRHBEXSRQYH/ WER HYROYLQJ PDUNHW FR
UHYLHZ DQG WKH RUJDQL]DWLRQDO ULSKWKAYL®H G FROWPYHDG WLPHV o rDpUG LV RI WKH RSLQLRQ WKDW WK PBYWHEXQBWQ\FWKH GHOD\ Rl ODUJHU t

LQLWLDWHG LQ UHVSRQVH WR FKDQJILRJIARMHNHY I 265 PDWXULW\ UHTXLUHPHQWY RI EHVW SUDFWLFH SYRWWHUWPNQ®HDOVWRPQG XQH[SHFWHG RS
FRQGLWLRQV ( ot 0 Rl WKH &RUSRUDWH *RYHUQDQFH &RGHRKEEIHRHHY UHODWHG WR D PRLVWXUL

6LIQLILFDQW HIIRUWV KDYH EHHQ PDGHLWRIBEGHSDUH WKH VXEVWDWLRQV WKH FRPSDQ\ UHYLVHG
EXSHUYLVRU\ %RDUG FRPPLWWHHV  rppspQ\ IRU DQ HIIHFWLYH &65' UHSRUWL DQG UHDVVHVVHG LWV PLG WHUP REMH

QJ
| z ‘H ZLOO FROQWLQXH FORMHODFBRROFWRYLRY RI WKH 6XSHUYLVRYS HRPWEG WISIOAHFBWLRQV DQG SHUIRUP
ZESH%XYGLLVV\F/QS\R;ELDVS\(/;VHKHDESCEJ:Q&Fxpgé\o\y&mm@gg&%WQWDw|_RQ SURFHVV zERROREHE HREHY SRYWLFLSDWLRQ BGWEW LARPHOOD QB WKER/WDQWLDO SURY

HITHFWLYHO\ PDLQWDLQLQJ DERYH DYRYDYKA ¥HIVHARPREWWHH WR HQWXUH DoLIQPHQW ZLWK REVROHWH LQYHQWRU\
ZLWK WKH 0DQDJHPHQW %RDUG LQ WKH\SUHYDLOLQJ UHSRUWLQJ DQG RWKHU UHTXLUHPHQWYV 7KH FRPSDQ\ IDFHG D FRYHODOW EUHD?
SRWHQWLDO RYHUODSY EHWZHHQ WKH &RPPLWWHHV DQG OHHWLQJVY DQG $WWHQGDQEAPHGLDWH HQIJDIJHPHQW ZLWK LWV ILG
WKH 6XSHUYLVRU\ %RDUG KDYH EHHEO DG GUHMYHCE | O | D FRP vV XOWLPDWHO\ OHG WR D QHZ ILQDQFLQJ
DSSURSULDWHO\ HQVXULQJ VPRRWKQFRO%DE(%UDWLRQ DXVG\ QG F?DPBH AX\QIF’-\);,JB%;U\E%V\?L?I;JSUET%GDU\UPHHJWQlWX&HOGRI
FODULW\ LQ UHVSRQVLELOLWLHYV 0

7KH 6XSHUYLVRU\ %RDUG SOD\V DQ Lé’%%%%d?\wﬁg bQHJV HUH DWWHOGHG E6 W RO DB FAOWHZ ZDV FRQOGXFWHG

R VVHVVL
WKH 6XSHUYLVRU\ %RDUG ZLOO iﬁ‘u?éﬁ%@@ﬁk@lﬁéwgﬁc?w : VF?;ch/OBBHCiN%'ﬂ) Lb\bh%v!?”'-FH RFFDVLR QDO KR Y QMRS EWGHILQH WKH FRPSDQ\!
VIVWHP Rl FKHFNV DQG EDODQFHV DJ@d!BBENYY RI;WKHH(IHFXWLYH &RPPLWWHHH SEE LWL RIMDYGIGOHG WKH QHHG IRU |
ORQLWRMWKK BURJUHVV RI LPSOHPHQWDQDLIHPHQW %RDUG ZKHQ DSSURSULDWHVRKH PG PHHWLQJIV ZLWKRXW WGJD(@MVWW;QJSJ(SS‘V%EQRSFDHGGU‘
FROFOXVLRQV RI VWUDWHJILF UHYLHRFXV LV RQ ORQJ WHUP VXVWDLQDEO%R\PEPC%(ﬁHFthBV\/JQ§7§E!3QH/'RH*DFK UHJIXIZOW s K 8 HRISM VRIL QV DQ

EHVW LOWHUHVW RI WKH FRPSDQ\IV V#HBRHRFGEILR H DWWHQGDQFH YBVWWMDIRUDEHK OX 8D U
7KH HITHFWLYH DQG WLPHO\ LPSOHPHQWDWLRQ RI WKH VFKHGXOHG DQG H[WUDRUGLQDU\ 6XSHUYLVR)

%
VWUDWHJILF UHYLHZ V RXWFRPHV LV7/KHHVEXEWUYOVIRU\ %RDUG FRQVLVWYV RAHHMPERMMINQ +HQRDV oh%%%%wv KLIJKOLJKWHG DER

. SOD\HG D VLJQLILFDQW SDUW LQ GHWH!
HQVXULQJ LWV VXFFHVV 7KH VLJQLM HRQWRUH V&KX AR RQLQILOOHP $FNHUPDOQV 9LFH
ZKLFK KDV OHG WR UHGXQGDQFLHV &KIDLYIPIDHY DFDE MK@LU RI WKH $XGLW gﬁﬁpq_WHﬁDQl_ﬁj%%Kglﬁ BXSHUYLVRU\ %WRDIXE WG WRHF&ROLOWWHQWLRQ IURP

OLVW &KDLU RI WKH +5 &R B3 L\ X Bl SRRRPWWHH FRQGXFW HEROMWIX G B U LEHHWK I IMDU XQGHU UHYLH
EESIL_)\[V(SFQLJQfASSCQOGR?HFIXVVLYTNHL?/JIE\J/CEI;S/‘SD%@%KF? PDLQWDLQ D ’ ZLWK WKH &(2 DQG DG LQWHULP &)2 WERLWHPYV URXWLQHO\ DGGUHVVHG E\

VD IH DOG VWLPXODWLOI ZRUN HOYLUROPHOW WR UHWDLO UHVSHFWLYHO\ 7KH 6XSHUYLVRU\ %RBR® B®OVR IRFXVHG RQ

WKHVH HPSOR\HHV ZKR DUH FUXFLD®RR HPHERW LW RGRFHIRPPLWWREVRI GbVUK']'_'FUW\”L_'QVt’F';'SDPFDWLDFS%PZ|:WV5 g’&%gg"@@ﬁﬁg ?fﬁ&WHHHP/QRGi WKH 6XSHUYL
VWUDWHJILF UHYLHZ V RXWFRPHV DQG SOD\ D YLWDO URG®RFHo F@UHUUHPQVR Q Q Q o @UWDQW UROH LQ PRQLWRULQJ

VWHHULQJ WKH FRPSDQ\ WKURXJK D-EKDOOHQJILQ]J 7KH DIJHQGD IRU WKH 6XSHUYLVRU\ % PG FHKHWHOD$SURSULDWH IDFLOLWD
SHULRG OU +HQN W*&Q(DLUPDQODUFéRp;LSw%%@' FRYHUHG NH\ DUHDV RI IRFXV IRU RRWOGHOHGHPERDPRUGLQDU\ GHFLVLRQ F
ORQLWRWLIQIGY DQG HQKDQFHPHQW+RRIY\|/_|DOHV OHPEHU DQG VWDQGDUG DJHQGD LWHPV URXWWKHHDNE UHHAHQWVHDE& GHYHORSPHQW

$XG LW \HDU 7KHVH LQFOXGHG GLVFXVVLRQVIDERGWRSHUDWLRQIDOHQG DG KRF DQ
OU :LOOHP . bty x0\ &RPPL PR DQG ILQDQFLDO SHUIRUPDQFH SULQFEPEBH® WQIM RIDW KR FROOSHWE LVRUN %RDUG
$ WKRURXJK XQGHUVWDQGLQJ RI ppoRHWPDQV &KDLU ZLWK RSHUDWLRQV IUDXG DQG ULVN EB®BUWMWHIW ZHUWHKIH®® WR HQVXUH D
GHYHORSPHQWY DQG WKH DELOLW\ WR DGHTXDWHO\ + FRQWURO V\VWHP VDIHW\ JRYHUQDQWH DQGS FRPGBE\LDQEHDFLOLWDWH LQIRL

HITHFWLYHQHVYV LQ NH\ PDUNHWYV

5 ¢ R
UHVSRQG WR WKHP UHPDLQV NH\ 6V\QH\L Jij?b%'gbL \AP,?MUIRVHPE&BPPLWSWQH PDWWHUV DQG WKH $QQXDO *HQHUDO OHHWLQJ RI
WKH FRPSHWLWLRQ DQG ZKHUH QHFHRR/BHY &KDLU 6KDUHKROGHUV
VWUHQJWKHQLQJ WKH FRPSDQ\!V SRVLWLRO LQ NH
UHQJ QLQJ SDQVV. S Q ! $XG Wﬂ RI  7KH H[WHUQDO DXGLWRU DWWHQGHG WKH PHHWLQJ RI WKH
PDUNHWYVY LV HVVHQWLDO SDUWLFX%%E&’§§ D HPE@GMEW B HERBP L H EXSHUYLVRUL %RDUG LO VHEUXD U EXULOT ZKLEK WKH
ZKHUH FRPSHWLWLRQ LV LQWHQVLI\ G QHZ OHPEHU 0 Q) Q

HQWUDQWY DUH HPHUJLQJ IXOO \HDU ILJXUHV IRU ZHUH GLVFXVVHG

$OIHQ $QQXDO 5HSRUW



(YDOXDWLRQ 6XSHUYLVRU\$’/XR3[D_M\/G&[R®G LMWRNAH H &RPPLWWHH UHFRPPHQGHG WKDW WKH &XPKOQHIMRVULRPERBRGLF\

DGYLVH WKH *HQHUDO OHHWLQJ Rl 6KDUHKROGHUV WR
ODQDJHPHQW %RDUG 7KH $XGLW &RPPLWWHH FRQVLVWYV RI UHDSISR I$SEWHUAFGZDWHUKRXVH&RRSHUYKIEER H%W\)U%“%Q’g’%\g\é:iﬂfsluv
7KURXJKRXW WKH \HDU WKH 6XSHUYLYRBYY ARG ODULD $SQKDOW DV H[WHUQDO DXGLWRU IRU WKH 'LQDQ’%LDEQHDﬁphEQW %RDUG DQG FRQGXFEWH
SULRULWLVHG FRQWLQXRXV WUDLQLQIKMWREQY &RPPYRAEHH KHOG ILYH PHHWLQJV LQ FRPSUHKHQVLYH UHYLHZ LQFRUSRUD
DERXW JRYHUQDQFH FRPSOLDQFH DQHEWMHPGITHEMI cxuLQJ ZDV 7KH+ Bc&iRWiurw W H H IURP PDUNHW EHQFKPDUNVY DQG VWDN
VXVWDLQDELOLW\ (6* PDWWHUV $QQXDOQ\o R|ILFH DQG WKH 'LUHFWRU RI )LQDQFH &RQWURO IHHGEDFN 7KLV UHYLHZ UHVXOWHG L
FRPSUHKHQVLYH VHOI DVVHVVPHQW WHB@HEB DOoO PHHWLQJIV 7KH H[WHUKD ®5D&RAREMUNBIW VFIRQE HEWV R1 -HD QLRPIHQIEWAHH 0D YIHPHQW %RDUG V Ul
HYDOXDWLRQ RI' WKH 6XSHUYLVRU\ %RPE pHY W SERPRVWRHS XGLW &RPPLWHHIHL B XDRGI+HQANMWHQ +RYH 7KH +5 &RFRPAMEW HHQKWHOGQJ DOLIJQPHQW ZLWK
DQG LQGLYLGXDO PHPEHUV WDNHV SQAHRH | x8 P \RBIYERIXDO UHSRUW WRHI VAHPHWH-@J X DBLWK DQ DWWHQGDQFHRUDWGILROWLR KB I REMHFWLYHV 7KH |
ZLWKRXW WKH ODQDJHPHQW %RDUG W ¥ H/HWR{EVRU WK H DXGLW SODQ&HYBABPKWKH &+52 DWWHQGHG DOO PHHWKRJIVH PR PHLEDWILRQ@Q SROLF\ ZDV DGR
%»RDUG DVVHVVHG DQG GLVEXVVHG LW/pHRHY WUFPWRH U ZHUH GLVFXVVW®R WKH ¥XEHEXOHG PHHWLQJV WKHUH e QBoHIHHAW IBKDUHKROGHUV LQ $
FRQVLGHULQJ DVSHFWV VXFK DV WHDR P RPWWHH PHW ZLWK WKH H[WHUQD®b® @ REPW R 2QBWKR XWR AVRHHWLQJIV DPRQJ WKH +5
FRPSHWHQFLHV DQG LQGXVWU\N NQRZGHEGIBWHULP &)2 LQ RIILFH &RPPLWWHH PHPEHUV LQ VRPH LQVWDQFHV WRJHWKHU
SHUIRUPDQFH HYDOXDWLRQ KDV EHHQ FRQGXFWHG WKURXJK ZLWK PHPEHUV Rl WKH ODQDJHPHQW %RPRELBEGHRUHFKQRHUDWLRQ

D VWUXFWXUHG VXUYH\ FRPSOHWHG E\QWIXHGR WRRQUW R MW KHNH\ HYHQWYV D QG sHYHORSPHQWYV RI
6XSHUYLVRU\ %RDUG WKH ODQDJHPHQW %K DUX® DML WS DERYH WKH $XGLW &RPPLWWHH 7KH +5 &RPPLWWHH DJUHHG RQ WKH I
(IHEXWLYH &RPPLWWHH DV ZHOO DV WDIGH IRPGRQ@ DQG PRQLWRUHG UHJXODQ PEWWMURQ VOR KEH &b\ HYHQWV D QG Q&Y H WWBIUJHW VHWWLQJ IR
6HFUHWDU\ 7KH VXUYH\ DVVHVVHG YDVKRPRADHPHOWNQDQFLQJ TXDUWHUO\ I|DYDOFRPRULME SOMERYH WKH +5 &RPPRRWMMHUP YDULDEOH UHPXQHUDWLR
LOQFOXGLQJ WKH FRPSRVLWLRQ DQG HVSKH WDOH \RIDWKHQ G 1XO0 \HDU ILQDQAL®VLVW® R APHOG P RYKWMRUHG UHJIXODUMWRRWHINQWPRBREE JYQG UHYLHZHG -
6XSHUYLVRU\ %RDUG WKH G\QDPLFV DQWHNYEWLRQGQIXMIOLW\ RI ILQDQFL 06§<%EHF\£{{L{L\J€{3/L’§OB%%LQJ WKHVH SHUIRUPDQFH FULWHULD

WKH 6XSHUYLVRU\ %RDUG DQG LWV &RP®DWRHHY UWKRUWLQJ WKH HIITHFWLYHGQHVV L

SHUIRUPDQFH RI LQGLYLGXDO PHPEHURAD OJIE RHHW DQG LOQWHUQDO FRQWURO¥WKPQUG WKEHEPR SBVYIRIPDKGYLVHG WKH GXE@QRM_\D/@D\WWDWHPHQWV D (
LQWHUDFWLRQ EHWZHHQ WKH 6XSHUYWRRDWU% K LW HYQDOKBXGLW WKH H[WHH@QDPKPXEHMHBARRQ DQG QRPLQDWL%Q@W—@QNZ

ODQDJHPHQW %RDUG LQWHULP DXGLW ILQGLQJV DQQXDO HYDHAKBWMLR R WKH +5 &RPPLWW HH ZLWK

HIWHUQDO DXGLWRU DQ H[HFXWLYH VHDUFK DJHQF\ GHY%YHOQR
7KH 6XSHUYLVRU\ %RDUG DLPV WR SHUIRUP WKH DQQXDO Lo WD LOWR DEFRXOW W%K%%%%?%@H%@%%%WS;PHQWV LQFC
HYDOXDWLRQ ZLWK WKH VXSSRUW RI D&HH$WE UYER PRQWWHWOD@MUPHG LWVH %J UHTXLU P oWy S HS Y XGLWHG E\ 32& Z
RQFH HYHU\ WKUHH \HDUV )RU WKH X SHRPIORISR¥Q@WDMQ RUKH ILHOG RI (6* D PR WRM%ZLJ"S? T%\S(WL'WHG RSLQLRQ 7KH\ KD
LQ WKH LOWHQW LV WR HQJDJH DQ HIRHWOQD UHTXLUHPHQWY LQ DGGLW %;{L W 5 QDQ CowHULE S%IQQ%FLEJ\%)’V@ KGHPI!‘\’J(SIIE)E)Q(VLRQV LQ GHWDLO :
FRQVXOWDQW XSGDWHV SURYLGHG E\ PDQDJHPHQW G 3w '§<A) Do xopoLrrxvor GRO¥E e vxEMHEW

&RPPLWWHH PHHWLQJV
7KH HYDOXDWLRQ FRQILUPHG D VWURQJ DQG FRQVWUXFWLYH WR WKH DSSURSULDWH QRWLILFDWLRQDNVRHW K8 WH QHKBIDEXSHUYLVRU\ %RD U (

UHODWLRQVKLS EHWZHHQ WKH 6XSHUSVVRUY W, RD WK @PQ QKHO DVVHVVPHQW RHMMEHAJIQ GMR HDESROWW 2QQR .UDS WK DW WKHEHIU RDQFLDO VWDWHPHQWYV P
ODQDJHPHQW %RDUG 6XSHUYLVRU\ %RQWH POPEHUGLW IXQFWLRQ WKH $XGLWKHERPIPQWIMRHQW %RDUG DQG &)2 IRHTXLRXP NI IRU WUDQVSDUHQF\ DQ
GHPRQVWUDWH DSSURSULDWH UHVSRQWIYE HZIHG WK MRASDQ\!'V FXUUHQW DSWUHRIPFRITAKMWAK'H  -DQXDU\ 7KHUHIRUH WKH 6XSHUYLVRU\ %RDUG Z
YDOXHG IRU WKHLU GHGLFDWLRQ H[SEBBWY\QRW QQFROXIFRL PR LQWHUQDO DXG] F 0 H WKH. $ X DOH HWERQBX® UHKROGHUV WR
FRPPLWPHQW 7KH\ KDYH D FOHDU X Q @HKUVSXIBQGW. @ R RRA LWMKNHH V UHFRPPHQGD \ OP'S%\(’ ?[;%QL_UXVS"( DSSFIQKLIQCY\H*%;NR@@%EO WR DSSURYH WKH
GLVWLQFW UROHV DQG UHVSRQVLELOBWSEHVYRIVWKH %ROHGYENRUNYHV WKH ULYNF (E%/ Y Q/WQ[%{%} 2o Wk *ﬁ(\gN/HdaNDHO g’ng{\/?LQJ

%RDUG DQG WKH ODQDJHPHQW %RDUGL @QWiUW R\ ARIWURO V\VWHP DGHTXDW NGO v

RH g PPLWWHH DGYLVHG WKH 6XSHUYLVRU\
FRPPLWWHG WR PDLQWDLQLQJ WKHVHFRRSQ@DYLANHGY ZLWK DSSURSULDWH pHRY @?
DFH 7KHUHIRUH WKH 6XSHUYLVRU\ O%ﬁfi&é(@\% KH UHDSSRLQWHHOWDRNV HGOBD UWY 7UDQVDFWIL

SO prﬁ
,Q 6XSHUYLVRU\ %RDUG RQO\ PHHWLQ H&Dg 0 WKH *H
HYDOXDWH WKH SHUIRUPDQFH RI WKHMWH}%RHQLE\@%%H%WGDSSURDFK REQRW UHDSRLQw :LooHP ﬁyHQ/U%%\T/HkPLQDW

DQG LWV LQGLYLGXDO PHPEHUV 'LVFXVVLRQV ZLWK WKH &(2 IRXU \HDU WHUP HQGLQJ RQ WKH GDMH R WOV BSERERBY zKLFK ZHUH FDUUL
DQG DG LQWHULP &)2 IRFXVHG DPRQJKHNVKHBMVRYRPPLWWHH DVVHVVHG DQG WUWHBRILWQWHIR RQ WKH SDUWLHYV DUH VHW RXW LQ 1RWH LQ V
SHUIRUPDQFH ULVNV VWUDWHJILF DQSHRSRUPIQRODQGC GHYHORSPHQWYV LQ \Jﬂ’lﬁg\/{%gg'i&-%R%\k@/L\PS HPHQW J)LQODQFLDO 6WDWHPHQWYV 'XULQJ 6XSH
SULRULWLHY DQG SHUVRQDO GHYHORAPHKQWKH HIWHUQDO DXGLWRU WDNLQJ L D '5& KJH PHHWLQJV WKH 6XSHUYLVRU\ %RDUG S

REVHUYDWLRQV RI WKH ODQDJHPHQW %RRHG 57&kIPPAOGIWHH FRQVLGHUHG DQG WKHSHBWH® WMKHG 3DUW\ 7UDQVDFWLR
&RPPLWWHH QRWHG WKDW WKH FROODESNWDOWIUR® ZEW K AWKHIZY RI WKH PHPBWKH RUGLIQHD U\ FRXUVH RI EXVLQHVV DC
H[WHUQDO DXGLWRU LV VWURQJ WKH DYGbWRIP (EHRARERR YO WY GLVFXVVLR@ URHMKFARQGLWLRQV 7KH FRQFOXVLR!
LQGHSHQGHQFH DQG H[SHUWLVH DQG Wskts WUHIR RUB\PRRPYG 7KH RXWFRPHYRRDVWIKGHLY WKDW WKH 5HODWHG 3DUW\ °
VWDEOH RQ DOO OHYHOV FRQWULEXWL@PHWRUPD QFIH UHNAWMADRQRSURFHVYV ZDNRIPCRX/NVG ® WQDDP!V OHQJWK LQ WKH
HITHFWLYH DXGLW SURFHVV &RQVHTXHQ@WONUWKWHREXGAADUG RQO\ PHHWLQJIEXVLQHVYV

$OIHQ $QQXDO 5HSRUW



SHVXOW DSSURSULDWLRQ

2YHU $OIHQ UHDOLVFHGODL PR VFKRI K

SURSRVDO WR WKH $QQXDO *HQHUDO OHHWLQJ LV WR
UHFRJQLVH WKLV ORVV LQ UHWDLQHG HDUQLQJV 7KH PHPEHUYV
RI WKH 6 XSHUYLVRU\ %9RDUG KDYH VLIQHG WKH ILQDQFLDO
VWDWHPHQWY WR FRPSO\ ZLWK WKHLU VWDWXWRU\ REOLJDWLRQ
SXUVXDQW WR DUWLFOH SDUDJUDSK RI WKH "XWFK

&LYLO &RGH

&RQFOXGLQJ UHPDUNV

7KH \HDU GLG QRW XQIROG DV ZH KDG DQWLFLSDWHG
ZLWK VHYHUDO XQH[SHFWHG HYHQWV RFFXUULQJ
VLPXOWDQHRXVO\ ZLWKLQ D VKRUW WLPHIUDPH 7KHVH
FKDOOHQJHV LPSDFWHG ERWK WKH RUJDQL]DWLRQ DQG LWV
H[WHUQDO HQYLURQPHQW +RZHYHU ODQDJHPHQW
UHVSRQGHG VZLIWO\ GHYHORSLQJ DQG LPSOHPHQWLQJ
SODQV WR HQVXUH WKH FRPSDQ\ FRQWLQXHV WR UHPDLQ D
NH\ SOD\HU DQG FRQWULEXWRU WR WKH HQHUJ\ WUDQVLWLRQ

'"HVSLWH WKHVH FKDOOHQJHV WKH FRPSDQ\ UHWDLQV VWURQJ
SRVLWLRQV LQ PRVW RI LWV NH\ PDUNHWV DQG FRQWLQXHV WR
VHUYH D VROLG FXVWRPHU EDVH :H DUH FRQILGHQW WKDW
WKH VWUDWHJILF UHYLHZ V RXWFRPHV ZLOO EH LPSOHPHQWHG
VXFFHVVIXOO\ HQDEOLQJ WKH FRPSDQ\ WR PDLQWDLQ LWV
UHOHYDQFH DQG FRPSHWLWLYHQHVV LQ LWV FRUH PDUNHWYV E\
OHYHUDJLQJ WKH XQLTXH FRPELQDWLRQV RI WKH WKUHH
EXVLQHVV OLQHYV

‘H HIWHQG RXU VLQFHUH JUDWLWXGH WR RXU VKDUHKROGHUV
IRU WKHLU SDWLHQFH RXU FXVWRPHUV IRU WKHLU OR\DOW\ DQG
RXU HPSOR\HHV IRU WKHLU IOH[LELOLW\ DQG XQZDYHULQJ
PRWLYDWLRQ GXULQJ WKLV FKDOOHQJLQJ SHULRG

$OPHUH JHEUXDU\

7KH 6XSHUYLVRU\ %RDUG
+HQN WHQ +RYH &KDLUPDQ
ODULD $QKDOW

-HDQLQH YDQ GHU 90LVW
:LOOHP $FNHUPDQV

$O0IHQ $QQXDO 5HSRUW



5HPXQHUDWLRQ UHSRUW ‘H VWUXFWXUHG WKH UHSRUW LQ WKUHRQVIHRWODRQMO REMHFWLYHYVY ZHUH SDODBWNDQD)YRPUFXKLBEHG ,Q

&RQWH[W DQG LQVLJKW LQWR IDFWRUVQNKEW ¥ KBWHIWV 5 ' RUJDQL]DWLRQ WR EH EHWWHU
&KDLU /HWWHU ( UHSXQI—HUDW?RQ (EQ © UHSDUHG IRU WKH IXWXUH 7KH 0D QDHPYh WAMRBURHEVRHZ SKDVH ZKHUH

S
PRY G WKH &65' IURQW DWEDI¥ HPRQVWUDWHY WKH UH(
'"HDU 6KDUHKROGHUYV ( 7TRXFK XSRQ WKH SROLF\ ZKLFK lRU\I/DLVJg}IﬁEII}DLﬁé@\J/GL@LgLQH LQ NJ&2 H SHURDYHBAWK FPpSRUWXQLWLHV LQ WKH VH
WKH RXWFRPHV FRPSDUHG ZLWK )< RSHUDWHV'LQ :KHUHDV ZH VHW DPELW|
2Q EHKDOI Rl WKH +5 &RPPLWWHH , DF SOWBD VKW R RVKH DFWXDO RXWFRPHV IRU WKH ILQDQFLDO REMHFWLYHV LQ $OIHQ
SUHVHQW RXU 5HPXQHUDWLRQ UHSRUMP QDJHPHQW %RDUG DQG WKH 6XSBVYWKRFRRARDQGPDWXUHY ZH VWULY K NYR \KHD YW WBEBRZWK SDWK DPELWLRQ
UHTXLUHG WDOHQW LQ ERWK RXU 0D QDHPMPRIQWOVQRQ 3ROLF\ EULQJV D ILW IF

, Q WKH 6XSHUYLVRU\ %RDUG HVW BEYILVKHWG KIKKOLIKWYV 6XSHUYLVRU\ %RDUGYV WR IDFLOLWDW W R\DKW QHH [0A\H F WD B0 MH RV EXUUHQW SUR
&RPPLWWHH ZLWK VSHFLILF IRFXV RQ WRSLFV OLNH 6HOHF

WLR ,gbl H HQW 7KH 6XSHUYLVRUIOARDBIOLW\SORDWVHRDLQ UHOHYDQW DV
$SSRLQWPHQW DQG 5HPXQHUDWLRQ P@NWZEW@WLZF%%Y\S;:%WRDQVG A% E’ 5& [5;?38@' DA 2QQR .UDS KDKLEKFARPAXUUHQWO\ WKH FDVH
WKLY QHZ &RPPLWWHH , DP KDSS\ WR Mﬁé@u@\ﬁ@? \}l\_H(FF_' Q W RDéJG PHPEHU DQG &)2 D UROH KH KDV EH

(1\3'(}-4 LB‘B!K@@

\ H
SEHPXQHUDWLRQ 3ROLFLHV DQG LWV Hgﬁwbw& WHULD WR PHDVXUH R v@%\ IXOILOOLQJ DG LOWHULR VL F\MK@DQSXSHHN&@U\ %RDUG ZLOO

FH LV WKURXJK UHYHQXH D G WLRQ 3ROLF\ WR VHW FKDOO
.Q $OIHQ IDFHG PXOWLSOH FKDOOMQIHV $SMO¥RKIGZAIJKDYH XVHG WKHVH P "HURHQ YDQ SRVVHQ O"\?\',WUJHW IRU WKH 0DQDJHPHQW %RDUG

XQSUHGLFWDEOH PDUNHW FLUFXP VW DIQEHUW BW MQGH HHQIG AW RXU ILQDQFLQ S K HkRWRIAHRF Holy® B 6 w WLPHV

“XQH $OIHQ DQQRXQFHG WKDW LW ZRWEH BGMXYG®HG SODQV RI RXU H[HFXWLYHV ,W LV LPSRUWDQW

UHYHQXH JXLGDQFH IURP K K P WRWR UKIOPFFW EULHIO\ RQ WKH VWDQG DDRQH VB IRV PFIMRIULW\ Rl VKDUHKRGGHIIDYRBWHG WR

DQG LW ZRXOG UHDVVHVV LWV PLG W RNWKHR B NVPHRWLLYFHW SOOL BU WR HYD O XD W IDES WRHUHRR MWD O OSHPXQHUDWLRQ 5HSRUW DW RXU

UHVXOW RI ORZHU H[SHFWHG UHYHQXIBWUTRUY X@NVHPDQG ANHODWHG SD\ RI R0 HIV PKKAH. WHBRUW UHFHLYHG RIHBRRRUDEHH GHU 90LVW
GXH WR WKH IDFW WKDW D QXPEHU RIDIDUQN W QWHKH \WHKURIVERDGY ODLG RXWRWHVKZK WAKSRKRZY D VOLIKW LQFUHDMH FRASPEH GWERRP P LWWHH

GHDOV RULJLQDOO\ DQWLFLSDWHG WR VLJﬁ L% 4 KDG
LR B éﬁFLé%‘v?'ﬂQ$OIHQ KDV JURZQ VLJQLILFDQWO\

EHHQ SRVWSRQHG FDXVLQJ (66 U HPERE
E\ DSSUR[LPDWHO\  FRPSDUHG WR DPQGoWIdici R W ZKLFK ZH RSHUDWPGKDW HRSD Q6HHG$*0 DGRSWHG WKH QHZ 5HPXQHUDWLRQ

HIW WR WKH PRLVWXUH UHODWHG V)OI HRE 5B FXWLMHN KPYH RYHUVHHQ3RWHMB\G\ SHUWKPDQFH KLY UHYLVHG SROLF\ ZDV
S*G[DQG LOYHQWRU\ ZULWH RIIV ZLWKPERs%H ! Q%b LD'O WDUJHWV LQ WKH VKRRSR VBIGGDORIOU WH BIR JPIHG WKURXJIKRXW DQG

. YPAH.® XV VWDNHKROGHUV WR GLVFXVV

DQQRXQFHG (%,7'$ PDUJLQ WR EH H[SHFWHEB/B@ PRIGHG WKH FRQVHTXHQFHV Rl ERQWL

VLOJOH GLILW DV D UHVXOW RI ORZHL}@E@,@MQ@VUIHQW(/Q FKDUJLQJ PDUNPX QWD YHRQ VRFLHWDO FRQWH[W DQG $OIHQ V
FKDOOHQJHAV LQ WKH HQHUJ\ VWRUDJISRDHRRSPHQVD O LWERSSDQ\

(VSHFLDOO\ LQ GLIILFXOW WLPHV DWWDABHAW L@Y DIPGYUAWRHYLOIWKLQ WKH 6PDUW_*ULG GEF(,)X LROQYV
WDOHQW DFURVV WKH ERDUG EXW VSSERGXDW MLQW VHOALRKUDIORGS DFWH G F)ésls\gs;ﬁéﬁﬁ?ﬁ' %W?‘PHQWV DPRQJ RWKHUV ODUJH
H

H[HFXWLYH OHYHO LV FULWLFDO IRU $0/ FDQUW \FRQW LQNHIBQXH DQG (%,7'$ RXWE gﬁ’wﬁxu "RUNV &RXQFLO (XPHGLRQ ,66 *ODVV
VXFFHVV 'XULQJ WKH $*0 DQ DPH@EMBUHO\ XQGHU SUHVVXUH 2LV DO KH 9(% WR DGGUHVV RXU LQWHQWLRQ WR XSGDWH
5HPXQHUDWLRQ 3ROLF\ ZDV DGRSWHG_E\ WKH $00XD 0 WKH 5HPXQHUDWLRQ 3ROLF\ 7KHVH GLVFXVVLRQV UHYHDOHG
OHHWLQJ RI 6KDUHKROGHUV HITHFWLYN WihRYREOHPVGPDQLIHVWHG LQ WHRHKPRXYWID RHKKROGHUYV ZHUH JHQHUDOON VXSSRUWLYH DQG ZH

WKLY UHSRUW WKH 6XSHUYLVRU\ 9% RrOVE OR@B T BRHQN GKRUG WRRN VZLIWOBRW IFOFNQRQ GBQWWAXFWLYH DQG HIITHFWLYH GLDORJIXHYV
SROLF\ ZDV LPSOHPHOWHG LQ ’ FRVV|\-IP[FRQW RO DQG RUJDQL]DWLRQ DM KYVKHOBWG %V MKMAKHU ILQH WXQH WKH SROLF\

FKDQJHV RFFXUUHG WKH ODQDJHPHQWONKRXEKGEGUBRAMVWDQFHY FKDQJHG IRU $0IHQ
7KH 6XSHUYLVRU\ %RDUG EHOLHYHV WXIXW HY KIHWMKHZ VIKG HRY KRIOKE OHYHO R WKW RODQIKEEKMWO O WDNWKIH WX SNBWLVRU\ %RDUG FRQFOXGHYV
ODQDJHPHQW %RDUG LQ LV IDLU DORBBUPHHW® GHKHWKH 6KRUW 7HUP ,QF HOWKDWH WKKHPRO LA LW VWLOO ILW IRU SXUSRVH DQG LWV SD\ OHYHOV
SULQFLSOH RI SD\ IRU SHUIRUPDQFH GEWR®XWK PWHBNHMWKDW WKH QHZ UHPXQUHUDQIOR@ IS ROWHK $O0IHQ V SHHU JURXSV
FRQGLWLRQV ZHUH FKDOOHQJLQJ WKMXTSRUMWYY QWM REDMBGEWLYH WR UHZDUG IRU SHUIRUPDQFH DQG
DGDSWHG TXLFNO\ WR VWHHU WKH FRREBQ\WIQMW BDIM QHYPHQW %RDUG DFFRXQWDEOH IRU
PDUNHW UHDOLW\ RI FRVW FRQWURO [FQ& 8 SIDHR UIHD\OXPOWL R Q

$OIHQ $QQXDO 5HSRUW



7TRWDO 5HPXQHUDWLRQ DW D JODQFH %RDUG ,Q FRQIRUPLW\ ZLWK SDUDJUDSK Rl WKH
'"XWFK &RUSRUDWH *RYHUQDQFH &RGH WKH HVVHQWLDO

%RDUG OHPEHU 5HPXQHUDWLRQ 6XPPDU\ 7DUJHW YHUVXV $FWXDO HOHPHQWYV RI WKH DJUHHPHQWY EHWZHHQ WKH &RPSDQ\
DQG WKH 0DQDJLQJ 'LUHFWRUV DUH VXPPDULVHG EHORZ
DQG WKH DPRXQWYV IRU DUH VSHFLILHG

&(2 ODUFR 5RHOHYHOG $EWXDO RXWERPHYV

J)LIHG UHPXQHUDWLRQ

,Q DFFRUGDQFH ZLWK WKH 5HPXQHUDWLRQ SROLF\ WKH IL[HG
JURVV UHPXQHUDWLRQ IRU WKH ODQDJHPHQW %RDUG LV DV
IROORZV

%RDUG OHPEHU $QQXDO EDVH IHHFQQXDO EDVH3IHHUFHQWDJH RI &KDQJH
DV SHU -DQXDU\DV SHU -DQXDU\

ODUFR 5RHOHYHOG &(2
-HURHQ YDQ 5RVVHQ &)2
OLFKHOOH /HVK &&2

&)2 -HURHQ YDQ 5RVVHQ

&&2 OLFKHOOH /HVK

/HIW WKH &RPSDQ\ DV VWDWXWRU\ GLUHFWRU DV SHU $SULO

) WKLV WDEOH EDVH VDODU\ LV H[SUHVVHG DV 7KH YDUL J/HIW WKH &RPSDQ\ DV VWDWXWRU\WHH HFWRU DV SHU SuUL
EDVY VYDObUY : @ SSUU3HQVLRQV DQG RWKHU EHQHILWV

3ROLF\ DW D JODQFH 7KH 0DQDJLQJ 'LUHFWRUV ZLOO SDUWLFLSDWH LQ WKH SHQVLRQ
' VFKHPH RI WKH LQGXVWU\ ZLGH SHQVLRQ IXQG IRU
SHPXQHUDWLRQ HMOKBPHIWLRQ 6WUDWHJLF UROH OHWDOHNWUR ZKHUHE\ WKH SHQVLRQDEOH FRPSHQVDWLRQ
JLIHG FDVK SD\PHQWV LQWH(5HZDUGY SHUIRUPDQFH RI GD\ WR GD\IDFWDGSHG WL Q OLQH ZLWK WKH 'XWFK ILVFDO UHJLPH 2WKHU
%DV H HIHFXWLYHV RI WKH KLIKHVV EHQHILWV DUH D FRPSDQ\ FDU DQG SDUWLFLSDWLRQ LQ D
H[SHULHQFH DQG VFRSH RI U
FROOHFWLYH KHDOWK LQVXUDQFH SODQ 7KH FRPSDQ\ DOVR

9DULDEOH FDVK ERQXV LQFHE@WI6VH ROIREFKNKH FRPSDQ\ WR DSSOUIRBYYHRQ® 'LUHFWRU /LDELOLW)\ ,QVXUDQFH IRU WKH PHPEHUV
DFKLHYHPHQW LV WLHG WR VSKRUMWFWMHQ B ER\L® BQG FARWLFDO JREYUNAAL (B HHPHQW %RDUG

67, ILQDQFLDO WDUJHWYVY GHULYHEHKDRIRLRUKH FRPSDQ\!V
DQQXDO VWUDWHJILF SODQ 7KH YDULDEOH UHPXQHUDWLRQ
9DULDEOH HTXLW\ LQFHQWLY HKRV ZKQ KB @QFFHM. AWKHP BEQWIRY SHUIRUPDQFH QDUUDWLYH

17, WLHG WR WDUJHWYV UHIOHFW D®XG ORI @\H Wk MYBDR NRBKNROGIHUK WKH VKO HKRPIGHOH UHPXQHUDWLRQ FRQVLVWYV RI D VKRUW WHUP
YDOXH FUHDWLRQ H[SHULHQFH LQFHQWLYH #67,$ DQG D ORQJ WHUP LQFHQWLYH #/7,$

HQHILWV RITHUHG LQWHQG WR FRQWULEXWH WR WKH DWWUDFWLRQ DQG UHWHQWLRQ RI H[HFXWLYHV
SHQVLRQ DQG R"E%@ﬁﬁ%%%ﬂg%%\] WHUP VDYLQJ DQG SODQQLQJ IRU UHWLUHPHQW 67, 30DQ VXPPDU\

(_ 7KH 67, DOORZV 0DQDJLQJ 'LUHFWRUV WR UHFHLYH
7KH +5 &RPPLWWHH EHOLHYHV UHPXQHUWW WRIDWRREWRH FRPSDQ\ V VWDNHKRO GHUYxBRChZBBRBWH & Fpvk

VWUDWHJILF LOQVWUXPHQW WR VXSSRUWUWKHSORRUWSHIWARUPDQFH FXOWXUH

EXVLQHVV VWUDWHJI\ DQG LQWHUHVWV RI WKH FRPSDQ\ DQG ( $W WKH EHJLQQLQJ RI HDFK ILQDQFLDO \HDU WKH
FUHDWH IRFXV DQG DOLJQPHQW RI LQ%HWRHHVWHWRUAI) R UFHSRVHG WDUJHWYV WKEKEXNEMUYRYRGARDUG VHWYV VSHFLILF SHUIRUPDQFH

IRU SHUIRUPDQFH ,Q DGGLWLRQ WR I/RBUGHPRXGYHGYREKYW VFHQDULR DQDO\VHVWIUWKW\S RMH BERHUYLVRU\ %RDUG DOVR VHWYV
VSHFLILF VKRUW DQG ORQJ WHUP wDU/QRFERORX¥WERPHY RI PHHWLQJ WDUJHWBHNWIOROB\SAHTDBRQFH OHYHOV WKDW TXDOLI\ IRU
0DQDJLQJ 'LUHFWRU!V YDULDEOH SD\ RRILWPKE SkdRYRRYQFH OHYHOV DQG KRZ WRH\DRBXW R RI WKH RQ WDUJHW 67,

VXFFHVV $V VXFK ERWK WKH VKRUW RIHUPWOWEHOWBWRA WHPXQHUDWLRQ RI WKRSEFADYX@HWYW DQG D OHYHO RI RYHU SHUIRUPDQFH
LQFHQWLYH SODQV DUH OLQNHG WR WARRDPEE/LQHVV VWUDWHJI\ DQG WKDW TXDOLILHV IRU WKH PD[LPXP SD\RXW RI

RI WKH RQ WDUJHW 67, RSSRUWXQLW\ I
DFFRUGLQJO\ WR ORQJHU WHUP YDOXH FUHDWLRQ %DO *HOHUDO OHHWLOJ RI
VXVWDLODELOLW\ RI WKH FRPSDQ\ g $09 Q Q S KB VKRR SHHUYHPDLQY EHORZ WKUHVKROG WKH

RQ $SULO WKH 6KDUHKROGHUV DGRSWHEUMEKHY JHUR

9DULDEOH UHPXQHUDWLRQ LV KLJKHUFREPY WdU PPRR BiE UHPXQHUDWLRQ SROLEVLIRY WKH g1 y|RUPDOFH SHULRG DSSOLHV
H[FHHGHG DQG QR YDULDEOH UHPXQHUBARRPHRWHBPYEG LLWK HITHFW IURP C %(@U\ °

WKUHVKROG WDUJHWY DUH QRW PHW YR KHRQHWRWARR(BROLF\  $SSHQGL[(WRT WIKIWLEOR PAQGE BROXV SHUFHQWDJHV IRU
WKH DOLJQPHQW RI WKH 0DQDJLQJ 'LUMKHERYRBRY VAR HYHQWLYH SODQ IRU WK BB B REGIWEHORZ

$O0IHQ $QQXDO 5HSRUW



67, "HLIKMKUHVKRTDJJHWOD[ $FWXDBOBHVXOW

JLOQDQFILMOHQXHY DQG RWKHU LQFRPH
$GMXVWHG (%,7'$

(I[HFXWLYH .3,

1RQ &(2 5" HYDOXDWLRQ

ILQDQFLDWFR 5RHOFEEH PG o XDWLRQ

JRRWSULQW UHGXFWLRQ

&)2
"HURHQ YDQ SRVVHQ LS 1$ 1% 1% 1% 18§
882 ,QWHJUDWHG VROXWLRQV DQG

OLFKHOOH /BIMV&HV &RXQWU\
RUJDQLVDWLRQ HYDOXDWLRQ

&65' HYDOXDWLRQ
JRRWSULQW UHGXFWLRQ

/HIW WKH &RPSDQ\ DV VWDWXWRU\ GLUHFWRU DV SHU $SULO

$V GHPRQVWUDWHG DERYH WKH ILQDQFLDO REMHFWLYHV IRU
WKH &(2 DQG &&2 DUH WKH VDPH DQG DUH ZHLJKWHG WKH
VDPH

7KH UHYHQXHY DQG RWKHU LQFRPH DPRXQW WR

K PLOOLRQ 7KH WKUHVKROG YDOXH IRU WKH ERQXV ZDV
VHW RQ K PLOOLRQ WKXV UHVXOWLQJ LQ QR ERQXV 7KH
DGMXVWHG (%,7'$ LQ FOLRRX@RWQY WR K

7KH WKUHVKROG YDOXH IRU WKH ERQXV ZDV VHW RQ K
PLOOLRQ DQG WKXV UHVXOWLQJ LQ D ERQXV RI

ODUFR 5RHOHYHOG V QRQ ILQDQFLDO SHUIRUPDQFH

7KH 5" UHYLHZ WDUJHW ZDV HYDOXDWHG E\ WKH
6XSHUYLVRU\ %RDUG DV RQ WKUHVKROG SHUIRUPDQFH

UHVXOWLQJ LQ D ERQXV RI 'LWK UHJDUG WR WKH &65"
WDUJHW DQ DW WDUJHW ERQXV RI LV DFKLHYHG ZKLOH D
PD[LPXP ERQXV RI LV DFKLHYHG IRU WKH IRRWSULQW

UHGXFWLRQ
OLFKHOOH /HVK V QRQ ILQDQFLDO SHUIRUPDQFH

7KH 6DOHV ,QWHJUDWHG 6ROXWLRQV WDUJHW DV ZHOO DV WKH
&65" WDUJHW ZDV HYDOXDWHG E\ WKH 6XSHUYLVRU\ %RDUG
DV DERYH WDUJHW SHUIRUPDQFH UHVXOWLQJ LQ D ERQXV RI
'LWK UHJDUG WR WKH &65" WDUJHW DQ DW WDUJHW
ERQXV RI LV DFKLHYHG ZKLOH D PD[LPXP ERQXV RI
LV DFKLHYHG IRU WKH IRRWSULQW UHGXFWLRQ

7KH 6 XSHUYLVRU\ %YRDUG UHYLHZHG WKH VHWWOHPHQW RI

WKH 67, LOFOXGLQJ WKH SHUIRUPDQFH DJDLQVW WKH

QRQ ILQDQFLDO WDUJHWYVY LQ OLJKW RI SULQFLSOHV RI
UHDVRQDEOHQHVY DQG IDLUQHVY WDNLQJ GXH DFFRXQW RI DOO
UHOHYDQW FLUFXPVWDQFHVY DQG FRQFOXGHG WKH RXWFRPH

LV IDLU

$OIHQ $QQXDO 5HSRUW

+RZHYHU FRQVLGHULQJ WKH UHVWUXFWXULQJ DQG WKH
IRUFHG GLVPLVVDOV RI HPSOR\HHV LQ WKH 0DQDJLQJ
'LUHFWRUV GHFLGHG WR ZDLYH WKHLU HQWLWOHPHQW WR WKH
SD\ RXW UHODWHG WR WKH QRQ ILQDQFLDO SHUIRUPDQFH
WDUJHWV 7KH 6XSHUYLVRU\ %RDUG H[SUHVVHG LWV
DSSUHFLDWLRQ IRU WKLV JHVWXUH DQG IXO0\ VXSSRUWV WKH
GHFLVLRQ RI WKH 0DQDJLQJ 'LUHFWRUV WR ZDLYH WKHLU
HQWLWOHPHQW WR WKH SD\ RXW

5HIDUGLQJ -HURHQ YDQ 5RVVHQ D SUR UDWD 67, RI R
EDVH VDODU\ ZDV SDLG RXW IRU WKH 67, DV DJUHHG
XSRQ DW KLV GHSDUWXUH

/7, 30DQ 6XPPDU\

( 7KH /7, DOORZV 0DQDJLQJ 'LUHFWRUV WR UHFHLYH
DQQXDO FRQGLWLRQDO DZDUGV RI SHUIRUPDQFH
VKDUHV L H IXO0O\ SDLG RUGLQDU\ VKDUHV LQ WKH
FDSLWDO RI WKH FRPSDQ\

( 7KH YDOXH RI WKH DW WDUJHW! QXPEHU RI
SHUIRUPDQFH VKDUHV LV Rl WKH DQQXDO EDVH
IHH DW WKH VWDUW RI WKH SHUIRUPDQFH SHULRG

( 7KH QXPEHU RI 3HUIRUPDQFH 6KDUHV WR EH
JUDQWHG LV FDOFXODWHG E\ GLYLGLQJ WKH DPRXQW
HTXLYDOHQW WR Rl WKH EDVH IHH E\ WKH
DYHUDJH FORVLQJ VKDUH SULFH RQ WKH ODVW WKUHH
wubDGLQJ GD\V RI WKH SUHFHGLQJ \HDU DW WKH VWDUW
RI WKH SHUIRUPDQFH SHULRG

( ‘KHQ SHUIRUPDQFH HTXDOV D SUH VHW WKUHVKROG
OHYHO Rl WKH VKDUHYVY JUDQWHG ZLOO YHVW DQG LQ
FDVH RI RYHU SHUIRUPDQFH XS WR RI WKH
VKDUHYVY JUDQWHG ZLOO YHVW :KHQ SHUIRUPDQFH
UHPDLQV EHORZ WKUHVKROG QR VKDUHV ZLOO YHVW

( $ WKUHH \HDU SHUIRUPDQFH SHULRG DSSOLHV DV ZHOO
DV D WZR \HDU KROGLQJ SHULRG DIWHU YHVWLQJ

17, "HLIKWKUHVKRGOBUJHW 0D][ $FWXDGBHVXOW

JLODQFLBAYHQXHY DQG RWKHU LQFRPH
$GMXVWHG (%,7'$
1RQ ,OQWHUQDWLRQDOLVDWLRQ
JLQDQFLDO
+6( HYDOXDWLRQ

JRRWSULQW UHGXFWLRQ DQG &2

/7, 7TRWDO UHDOLVDWLRQ SHUFHQWDJH



YRU WKH /7, JUDQW WKH SUHYLRXV 5HPXQHUDWLRQ 2XWVWDQGLQJ /7, JUDQWYV

3ROLF\ IURP DSSOLHV ZLWK DQ DW WDUJHW JUDQW RI
RI EDVH SD\ DQG D SHUIRUPDQFH SHULRG RI 7KH /7, JUDQWYV IRU WKH ILQDQFLDO \HDU LV VXEMHFW WR
DQXDU\ XQWLO 'HFHPEHU WKH IROORZLQJ VHOHFWLRQ RI SHUIRUPDQFH FRQGLWLRQV DV
GHWHUPLQHG E\ WKH 6XSHUYLVRU\ %RDUG
7KH UHYHQXHV DQG RWKHU LQFRPH LQ DPRXQW WR
K PLOOLRQ 7KH WDUJHW ERQXV ZDV VHW RQ K /7, SHUIRUPDQFH .3,!V IRU WKH ODQDJHPHQW %RDUG L H XQGHWWIKHNVORQJ WHUP LQ
PLOOLRQ DQG WKH DW WDUJHW ERQXV DW K PLOOLRQ )LODQFLDO SHUIRUPDQFH FROBYWQRBV DQG RWKHU LQFRPH
UHVXOWLQJ LQ D ERQXV RI $GMXVWHG (%,7'$ SHUFHQWDJH
7KH DGMXVWHG (%,7'$ SHUFHQWDJH LQ DPRXQWV WR SHWXUQ RQ $YHUDJH &DSLWDO (PSOR\HG
7KH WKUHVKROG ERQXV ZDV VHW RQ 1RQ ILQDQFLDO SHUIRUPDQFHQRRHALG MM RRYDOLVDWLRQ $&(
UHVXOWLQJ LQ D ERQXV RI +6( HYDOXDWLRQ
7KH UHYHQXH RXWVLGH Rl WKH 1IHWKHUODQGYV DV D JRRWSULQW UHGXFWLRQ DQG &2 HPLVVLRQV
SHUFHQWDJH RI WKH RYHUDOO UHYHQXH LV 7KH RQ
WDUJHW ERQXV ZDV VHW RQ UHVXOWLQJ LQ D ERQXV RI ‘"HSHQGHQW RQ WKH DFWXDO DFKLHYHPHQW RI WKH
SHUIRUPDQFH FULWHULD DIWHU WKH WKUHH \HDU
SHUIRUPDQFH SHULRG DQG VXEMHFW WR FRQWLQXHG
7KH +6( LWHP LV HYDOXDWHG E\ WKH 6XSHUYLVRU\ %RDUG HQJDJHPHQW WKH 0DQDJLQJ 'LUHFWRUV ZLOO EH JUDQWHG
DV DQ DERYH WDUJHW SHUIRUPDQFH UHVXOWLQJ LQ D ERQXV DQ XQFRQGLWLRQDO DZDUG Rl SHUIRUPDQFH VKDUHV ,Q
RI 'LWK UHJDUG WR WKH IRRWSULQW UHGXFWLRQ WKH FDVH WKH SHUIRUPDQFH VKDUHV DUH XQFRQGLWLRQDOO\
PD[LPXP ERQXV RI LV DFKLHYHG JUDQWHG DQ DGGLWLRQDO KROGLQJ SHULRG RI WZR \HDUYV

D LHV
ODUFR 5RHOHYHOG Ss0

7KH IROORZLQJ JUDQWY FRPSULVLQJ RI 2UGLQDU\ 6KDUHV LQ

%DVHG RQ WKH UHDOLVHG /7, ERQXV SHUFHQWDJH WKH FRPSDQ\ KDYH EHHO PDGH XOGHU WKLV SODOQ

PXOWLSOLHG E\ WKH RQ WDUJHW QXPEHU RI VKDUHV RI

WKH /7, ERQXV IRU DPRXQWV WR VKDUHV LXPEHU RI *UDQW GDWH ([HUFLVH
%»RDUG OHPEHU ubQw GD\NH$ZDUGV *UDQWHGIDLU YDOXH SULFH

OLFKHOOH /HVK

& (2 ODUFR 5RHOHYH®®SULO K 1LO
%DVHG RQ WKH UHDOLVHG /7, ERQXV SHUFHQWDJH &(2 ODUFR 5RHOHYH®®ULO K 1LO
PXOWLSOLHG E\ WKH RQ WDUJHW QXPEHU RI VKDUHV RI &(2 ODUFR 5RHOHY HOM\ K Lo
WKH /7, ERQXV IRU DPRXQWV WR VKDUHV &)2 "HURHQ YDQ 5RW&HLQ O K 1L0
"HURHQ YDQ 5RVVHQ IRUPHU &)2 &)2 -HURHQ YDQ 5RWAHQO K 1L0
%DVHG RQ WKH UHDOLVHG /7, ERQXV SHUFHQWDJH &&2 OLFKHOOH /HVK $SULO K Lo
PXOWLSOLHG E\ WKH RQ WDUJHW QXPEHU RI VKDUHV RI &&2 OLFKHOOH /HVK $SULO K 1L0
DQG EDVHG RQ WKH SUR UDWD YHVWLQJ FRQVLGHULQJ KLV & &2 OLFKHOOH /HVK 0D\ K 1LO
GHSDUWXUH IURP $0OIHQ LQ $SULO WKH /7, ERQXV IRU $W UHDOLVDWLRQ Rl WKH DSSOLFDEOH SHUIRUPDQFH FRQGLWLRQV 7KH DFWXDO QXPEHU RI

DPRXQWV WR VKDUHV $ZDUGV WKDW ZLOO YHVW FDQ UDQJH EHWZHHQ UHDOLVDWLRQ DQG UHDOLVDWLRQ

$OIHQ $QQXDO 5HSRUW



7TRWDO UHPXQHUDWLRQ 3D\ 5DWLR

7KH WRWDO UHPXQHUDWLRQ RI WKH ODQDJHPHQW %RDUG 7KH LQWHUQDO SD\ UDWLR LV DQ LPSRUWDQW IDFWRU IRU
VSOLW E\ FRPSRQHQW DQG SUHVHQWHG LQ UHODWLYH UHPXQHUDWLRQ RI WKH ODQDJHPHQW %RDUG 7KH $OIHQ
SURSRUWLRQ EHWZHHQ IL[HG DQG YDULDEOH UHPXQHUDWLRQ LQWHUQDO &(2 SD\ UDWLR LV FDOFXODWHG E\ GLYLGLQJ WKH
LV DV IROORZV &(2 FRPSHQVDWLRQ E\ WKH DYHUDJH HPSOR\HH
FRPSHQVDWLRQ 7KH DYHUDJH HPSOR\HH FRPSHQVDWLRQ

0 5RHOHYHOGYDEQ25RVVHQ &)2/HVK &&2 LV EDVHG RQ WKH WRWDO SHUVRQQHO FRVW GHILQHG DV
,Q (85 VDODULHV DQG ZDJHV VRFLDO VHFXULW\ FRQWULEXWLRQV
6DODULHY DOG ZDJHV SHQVLRQ FRQWULEXWLRQV DQG VKDUH EDVHG SD\PHQW
SKRUW WHUP LOFHOWLYH SODO FRVWV DQG WKH DYHUDJH QXPEHU RI )7(V H[FOXGLQJ WKH

&(2 VHH DOVR 1RWH I1RWH DQG 1RWH RlI WKH

6RFLDO VHFXULW\ FRQWULEXWLRQV &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

3HQVLRQ FRQWULEXWLRQV '&

6KDUH EDVHG SD\PHQWV 7KH LQWHUQDO SD\ UDWLR GHFUHDVHG IURP LQ WR
SWKHU LQ DV D UHVXOW RI EHORZ WDUJHW FRPSHQVDWLRQ

5 IRU WKH /7, DQG WKH JHUR SD\ RXW XQGHU WKH 67,
7TRWD

$OWKRXIJK WKH SD\ UDWLR LV UHIOHFWLYH RI RXU FXUUHQW
SHUFHQWDJH RI YDULDEOH

VLWXDWLRQ ZH GR QRWH WKDW LW LV UHODWLYHO\ ORZ
UHPXQHUDWLRQ FRPSDUHG WR RWKHU PDQXIDFWXULQJ LQGXVWULDO
/HIW WKH &RPSDQ\ DV VWDWXWRU\ GLUHFWRU DV SHU  $SULO FRPSDQLHYVY LQ WKH 1HWKHUODQGV

, QWHUQDO SD\ UDWLR \HDU FRPSDULVRQ

,Q (85 LQ (85

&(2 FRPSHQVDWLRQ SFWXDO $FWXDO $FWXDO $SFWXDO $SFWXDO

6DODULHV DQG ZDJHV 5HYHQXH DQG RWKHU LQFRPH

6KRUW WHUP LQFHQWLYH SODQ

$GCMXVWHG (%,7'$

6RFLDO VHFXULW\ FRQWULEXWLRQV

3HQVLRQ FRQWULEXWLRQV '& &(2 FRPSHQVDWLRQ

6KDUH EDVHG SD\PHQWV $YHUDJH HPSOR\HH FRPSHQVDWLRQ

TRWDO $0IHQ V EXVLQHVV SHUIRUPDQFH LV UHODWHG WR WKH

$YHUDJH QXPEHU RI )7( V VWUDWHJI\ Rl SURILWDEOH JURZWK 7KH VXLWDEOH FULWHULD WR

SYHUDJH FRPSHQVDWLRO PHDVXUH EXVLQHVV SHUIRUPDQFH DUH GHILQHG DV JURZWK
LQ UHYHQXH DQG RWKHU LQFRPH DV ZHOO DV JURZWK LQ

(PSOR\HH FRPSHQVDWLRQ DGMXVWHG (%,7'$

6DODULHYV DQG ZDJHV

6RFLDO VHFXULW\ FRQWULEXWLRQV IRWLFH 3HULRG

SHQVLRQ FRQWULEXWLRQV ‘& 7KH PDQDJHPHQW DJUHHPHQW IRU WKH &(2 LV HQWHUHG

6KDUH EDVHG SD\PHQWV LQWR IRU DQ LQGHILQLWH WHUP 7KH PDQDJHPHQW

7RWDO DJUHHPHQW IRU WKH &&2 DQG &)2 DUH IRU D SHULRG RI
IRXU \HDUV 7KH QRWLFH SHULRG IRU WKH 0DQDJLQJ

$YHUDJH QXPEHU RI)7(V "LUHFWRUV LV WKUHH PRQWKY DQG IRU WKH FRPSDQ\ VL]

$YHUDJH FRPSHQVDWLRQ PRQWKYV

,QWHUQDO SD\ UDWLR

$GMXVWHG IRU UHVWUXFWXULQJ H[SHQVHV

$OIHQ $QQXDO 5HSRUW



6HYHUDQFH 3D\PHQW

%DVHG RQ FROQWUDFWY FRQFOXGHG EHIRUH WKH ,32 LQ
WKH PD[LPXP VHYHUDQFH SD\PHQW IRU WKH FXUUHQW &(2
LV RQH \HDU EDVH SD\ LQ WKH SURFHHGLQJ ILQDQFLDO \HDU
JRU WKH &&2 &)2 DQG IXWXUH DSSRLOQWPHQWYV RI %YRDUG
OHPEHUV WKH PD[LPXP VHYHUDQFH SD\PHQW LV VL]
PRQWKYV RI EDVH SD\ LQ WKH SURFHHGLQJ ILQDQFLDO \HDU
1R VHYHUDQFH SD\PHQW ZLOO EH SDLG LI WKH DJUHHPHQW
LV WHUPLQDWHG HDUOLHU DW WKH UHTXHVW RU LQ WKH HYHQW RI
VHULRXVO\ QHJOLJHQW EHKDYLRXU RI WKH 'LUHFWRU 1R VXFK
VHYHUDQFH SD\PHQWYV ZHUH PDGH LQ

WKH 6XSHUYLVRU\ %RDUG DQG %RXGHZLMQ 7DQV MRLQWO\ ZLWKGUHZ KLV QRPLQDWLRQ WR

EH DSSRLQWHG E\ WKH $*0 DV QHZ VWDWXWRU\ ERDUG PHPEHU $V D UHVXOW D VHYHUDQFH
SD\PHQW ZDV PDGH LQ UHODWLRQ WR KLV SULRU UROH DV QRQ VWDWXWRU\ GLUHFWRU

SHPXQHUDWLRQ LQIRUPDWLRQ IRU WKH
6XSHUYLVRU\ %RDUG

7KH UHPXQHUDWLRQ RI WKH 6XSHUYLVRU\ %RDUG LV QRW
GHSHQGHQW RQ WKH FRPSDQ\!V UHVXOWV 7KH PHPEHUYV

ZLOO QRW UHFHLYH RUGLQDU\ VKDUHV RU ULJKWVY WR RUGLQDU\
VKDUHYVY DV UHPXQHUDWLRQ

7TKH WRWDO UHPXQHUDWLRQ RI WKH PHPEHUV RI WKH
6 XSHUYLVRU\ %RDUG LV VKRZQ EHORZ

,Q (85
+ WHQ +RYH

:: 0 $FNHUPDQYV

- YDQ GHU 90LVW

0 $QKDOW
7RWDO

1R RSWLRQV KDYH EHHQ DZDUGHG WR WKH 6XSHUYLVRU\
%RDUG QRU DQ\ ORDQV DGYDQFHV RU JXDUDQWHHYV

$OIHQ $QQXDO 5HSRUW



$OIHQ $QQXDO 5HSRUW



&ERQVROLGDWHG ILQDQFL]

RROVROIL GDWHG 6WDWHPHQW R| &RPSUHKHQVLYH ,QFRPH
RRQVROLGDWHG 6WDWHPHQW RI )LQDQFLDO 3RVLWLRQ
RRQVROLGDWHG 6WDWHPHQW RI &KDQJHV LQ (TXLW\
RRQVROLGDWHG 6WDWHPHQW RI &DVK )ORZV

$O0IHQ $QQXDO 5HSRUW



&RQVROLGDWHG 6WDWHPHQW RI &RPSUHERQVROHGOMWRFHO6WDWHPHQW RI1 )LC

,Q (85 I1RWH

&RQWLQXLQJ RSHUDWLRQV

5HYHQXH

2SHUDWLQJ H[SHQVHYV

&RVWY RI UDZ PDWHULDOV DQG FRQVXPDEOHYV

&RVWY RI RXWVRXUFHG ZRUN DQG RWKHU H[WHUQDO FRVWYV

3HUVRQQHO H[SHQVHYV

$PRUWLVDWLRQ DQG LPSDLUPHQW RQ LQWDQJLEOH DVVHWYV

'"HSUHFLDWLRQ DQG LPSDLUPHQW RQ SURSHUW\ SODQW DQG HTXLSPHQW

,PSDLUPHQW ORVV RQ WUDGH UHFHLYDEOHVY DQG FRQWUDFW DVVHWYV

2WKHU RSHUDWLQJ FRVWYV

2SHUDWLQJ SURILW ORVV

J)LQDQFH LQFRPH

JLODQFH FRVWYV

JLQDQFH LQFRPH FRVWV QHW

B3URILW ORVV EHIRUH LQFRPH WD][

,QFRPH WD[ EHQHILW H[SHQVH

3URILW ORVV IRU WKH SHULRG

2WKHU FRPSUHKHQVLYH LQFRPH IRU WKH SHULRG

7TRWDO FRPSUHKHQVLYH LQFRPH H[SHQVH IRU WKH SHULRG

7TRWDO FRPSUHKHQVLYH LQFRPH H[SHQVH IRU WKH SHULRG
DWWULEXWDEOH WR WKH RZQHUV RI WKH &RPSDQ\

(DUQLQJV SHU VKDUH IRU SURILW DWWULEXWDEOH
WR WKH RUGLQDU\ HTXLW\ KROGHUV

%DVLF HDUQLQJV SHU VKDUH

'LOXWHG HDUQLQJYVY SHU VKDUH

"HLIKWHG DYHUDJH QXPEHU RI RXWVWDQGLQJ
RUGLQDU\ VKDUHV

%DVLF

'LOXWHG

7KH DERYH VWDWHPHQW RI FRPSUHKHQVLYH LQFRPH VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK WKH DFFRPSDQ\LQJ
7KH DERYH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ VKRXOG EH UHDG LQ

$OIHQ $QQXDO 5HSRUW

,Q (85 1RWH 'HFHPEHU

"HFHPEHU

$VVHWYV

1RQ FXUUHQW DVVHWYV

BURSHUW\ SODQW DQG HTXLSPHQW

,QWDQJLEOH DVVHWY DQG JRRGZLOO

'"HIHUUHG WD[ DVVHWYV

2ZWKHU ILQDQFLDO DVVHWYV

7RWDO QRQ FXUUHQW DVVHWYV

&XUUHQW DVVHWYV

,QYHQWRULHV

7UDGH DQG RWKHU UHFHLYDEOHYV

2WKHU ILQDQFLDO DVVHWYV

&XUUHQW WD[ UHFHLYDEOHYV

&DVK DQG FDVK HTXLYDOHQWYV

7TRWDO FXUUHQW DVVHWYV

7RWDO DVVHWYV

*URXS HTXLW\

6KDUH FDSLWDO

6KDUH SUHPLXP

5HWDLQHG HDUQLQJV

5HVXOW IRU WKH \HDU

7RWDO JURXS HTXLW\

/LDELOLWLHV

1RQ FXUUHQW OLDELOLWLHV

%RUURZLQJV

'"HIHUUHG WD[ OLDELOLWLHV

SBURYLVLRQV

7TRWDO QRQ FXUUHQW OLDELOLWLHYV

&XUUHQW OLDELOLWLHYV

7UDGH DQG RWKHU SD\DEOHV

&XUUHQW WD[ OLDELOLWLHYV

%DQN RYHUGUDIWV

%RUURZLQJV

7TRWDO FXUUHQW OLDELOLWLHYV

7TRWDO OLDELOLWLHYV

7TRWDO HTXLW\ DQG OLDELOLWLHV
QRWHYV



&RQVROLGDWHG 6WDWHPHQW RI &KDQJHYRQVRALBDOWHG 6WDWHPHQW RI1 &D

,Q (85 1RWH $WWULEXWDEOH WR HTXLW\ RZQHUV RI $OIHQ 1 9 ,Q (85 1RWH
6KDUH 6KDUI-$HWDLQI] UV)V(V?<W7RWDO &DVK IORZV IURP RSHUDWLQJ DFWLYLWLHV
FDSLWBO@HPLXPDUQLQJIV /| T xLw 2SHUDWLQJ SURILW

$GMXVWPHQWYV IRU
'"HSUHFLDWLRQ DPRUWLVDWLRQ DQG LPSDLUPHQW H[SHQVHYV

%DODQFH -DQXDU\

&KDQJH LQ SURYLVLRQ
3URILW ORVV IRU WKH SHULRG

&KDQJH RWKHU ILQDQFLDO DVVHWYV
2WKHU FRPSUHKHQVLYH LQFRPH ORVV

6KDUH EDVHG SD\PHQW H[SHQVHV

7TRWDO FRPSUHKHQVLYH LQFRPH ORVV IRU WKH SHULRG
&KDQJHV LQ RSHUDWLQJ DVVHWY DQG OLDELOLWLHYV

7TUDQVDFWLRQV ZLWK RZQHUV LQ WKHLU FDSDFLW\ DV RZQHUV QFUHDVH GHFUHDVH LQYHQWRULHV

VVXDQFH RI RUGLQDU\ VKDUHV QHW RI WD] ,QFUHDVH GHFUHDVH FRQWUDFW EDODQFHV

3XUFKDVH RI WUHDVXU\ VKDUHV QHW RI WD]| ,QFUHDVH GHFUHDVH WUDGH DQG RWKHU UHFHLYDEOHV

6KDUH EDVHG SD\PHQW WUDQVDFWLRQV ,QFUHDVH GHFUHDVH WUDGH DQG RWKHU SD\DEOHYV

&DVK JHQHUDWHG IURP RSHUDWLRQV

'LYLGHQG
$OORFDWLRQ RI SURILW ORVV QFRPH WD[HV SDLG UHFHLYHG
%DODQFH "HFHPEHU LQWHUHVW SDLG
,QWHUHVW UHFHLYHG
3URILW ORVYV IRU WKH SHULRG 1HW FDVK LQIORZ RXWIORZ IURP RSHUDWLQJ DFWLYLWLHYV
2WKHU FRPSUHKHQVLYH LQFRPH ORVV
7RWDO FRPSUHKHQVLYH LQFRPH ORVV IRU WKH SHULRG &DVK IORZV IURP LQYHVWLQJ DFWLYLWLHV
3D\PHQW IRU SURSHUW\ SODQW DQG HTXLSPHQW
7UDQVDFWLRQV ZLWK RZQHUV LQ WKHLU FDSDFLW\ DV RZQHUV 3D\PHQW IRU LQWDQJLEOH DVVHWYV
,VVXDQFH RI RUGLQDU\ VKDUHV QHW RI WD] 5SHSD\PHQW LVVXHG ORDQV
3XUFKDVH RI WUHDVXU\ VKDUHV QHW RI WD] 1HW FDVK LQIORZ RXWIORZ IURP LQYHVWLQJ DFWLYLWLHYV
6KDUH EDVHG SD\PHQW WUDQVDFWLRQV
'LYLGHQG &DVK IORZV IURP ILQDQFLQJ DFWLYLWLHYV
$O0ORFDWLRQ RI SURILW ORVV BURFHHGV IURP LVVXDQFH RI VKDUHYV
%DODQFH "HFHPEHU 3XUFKDVH RI WUHDVXU\ VKDUHV

SURFHHGV IURP ERUURZLQJV

5HSD\PHQWYV RI ERUURZLQJV

'LYLGHQGV SDLG WR FRPSDQ\ V VKDUHKROGHUYV

I1HW FDVK LQIORZ RXWIORZ IURP ILQDQFLQJ DFWLYLWLHV

7KH RXWVWDQGLQJ RUG L QIDQR OXK®HMWHDIV XU\ VKDHAMPIEHBHU

7TKH DERYH VWDWHPHQW RI FKDQJHV LQ HTXLW\ VKRXOG EH UHDG LQ FRQMXQFWL

IHW LQFUHDVH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV
&DVK DQG FDVK HTXLYDOHQWY DW WKH EHJLQQLQJ RI WKH \HDU
&DVK DQG FDVK HTXLYDOHQWY DW WKH HQG RI WKH \HDU

7KH DERYH VWDWHPHQW RI FDVK IORZV VKRXOG EH UHDG LQ FRQMXQFW

$OIHQ $QQXDO 5HSRUW



IRWHY WR WKH FRQVROLGDWHG
ILODQFLDO VWDWHPHQWYV
BBB

%DVLV RI SUHSDUDWLRQ IRU 7KLV WRJHWKHU ZLWK PRUH 10t

FRYHQDQW FDOFXODWLRQ IRU RQzD

1R 7KH FRQVROLGDWHG ILQDQFLDO VWDWHE8HRWIYGRS BPIWQR YIHOILPSDFW IURP WKH
*HQHUDO LQIRUPDWLRQ KDYH EHHQ SUHSDUHG WRHDA)BPRUGDQFBH QA WKJIJKW VL]LQJ SURJUDP ZH IRUHVHI

$FFRXQWLQJ 6WDQGDUGV DV DGRSWHGQL R XWKH P OREBDBEBSRVLWLRQ
* S, I5QDQFLDO \HDU FRYHUV3RKRQL KWWHIDWRIU ,)56 $SFFRXQWLQJ 6WDQGDUGV  7KH\
iiIEHoQLFKgfgf)vlvvxguo#fgi?zlfo%fvﬁ%g&i%g%gi%@ﬁoé\g POy RO WKH ODVW GD\DRQV R FARASA) RLWEAKKH ILODQFLDO U EREW FER VHTHULRAP BO@VPLWLIDWL Q)

9 F 0 KD WKHUH DUH QR PDWH
DFWLYLW\ LV WR GHYHORS SURGXFH DHRYVHOO SURGXFWYV EEE%XGHG LQ VHFWLRQ RI %RRN R'Uﬁ%%WXH%ﬁ%gLJ\F?‘&J FRQFHUQ ?KH FRQ
VIVWHPV DQG VHUYLFHV UHODWHG WR7 WKH X UW' ZD V' BXWKRULVHG IRU LVVXH E\ WKH VWDWHPHQWYV DUH WKHUHIRUH SUHSDU

LQFOXGLQJ 6PDUW JULG 6ROXWLRQV ¢RPpEHH\IV ' %RDUG RI 'LUHFWRUV DQG D5 SRWMISEUDWLRR RI WKH FRQVROLGDW HG 3 bQPRFWROXH WR RSHUDWH DV D
HTXLSPHQW DQG (QHUJ\ VWRUDJH VWWgX%'$¥\yYLVRU\ %RDUG REH DBBYRDU\ VWOIWHPHQWYV LQ FRQIRUPLW\ ZLWK ,)56 $FFRXQWLQJ
$OIHOIV PDLQ JHRJUDMKKH URMOG LY WkHSRUW ZLOO EH SUHVHQWHG WR WKHWOQ&DUGWMHUKOUHYV WKH XVH RI FHSBRLY FRLWHDOXUHPHQW

" W KROGHUV IRU WKHLDFEBRQWLRY ROWLLPPWIHY ,W DOVR UHTXLUHV PDQDIJHPHQW WR
{/Slf)HoEa?/Sv ER\| (?(LLJJFF)Q%%\ %HOILXP )LQOYYEYHBQH P HYE! HI[HUFLVH LWV MXGJHPHQW LQ WKH SURKEHIRQRIREISEDWH S WKEDQFLDO VWDWEH

&RPSDQ\!'V DFFRXQWLQJ SROLFLHV 7kSHYBERBRGE BRRD KLYWBULFDO FRVW FRC

$OIHQ LV WKH KROGLQJ FRPSDQ\ Rl WKH *URXS 7KH KLJKHU GHJUHH RI MXGJHPHQW RU FRFWOMHW\RWKHUHYWH 7KH FRQVROLGDW

FRPSDQLHV LQFOXGHG LQ WKH FRQVROLGDWHG ILQDQFLDO ZKHUH DVVXPSWLRQV DOG HVWLPDWHYWRWHAHQWNY A3FWSWRVHQWHG LQ HXU

VWDWHPHQWY DUH WKH IROORZLQJ WKH ILQDQFLDO VWDWHRMW®@WY DUH G IARFSDAHEY LIEQFWLRQDO FXUUHQF\ $00

EHHQ URXQGHG WR WKH QHDUHVW WKR:

&RPSDQ\ QDPH /IRFDWLRQ DQG FRXQWU\ Rl LQFRDSRKNRWGERMI LQ *RLQJ FRQFHUQ RWKHUZLVH LQGLFDWHG

$OIHQ % 9 SOPHUH WKH 1IHWKHUODQGV Q $OIHQ LQFXUUHG FKDOOHQJHV & MVRHHOUNHWFFRXQWLQJ SROLFI

$OIHQ &8 % 9 $OPHUH WKH 1IHWKHUODQGYV ZKHUH LW V DFWLYH ZKLFK KDV OHG WRLWLFQ RVEKOIRNWRQH RII

$01HQ BURMHFWV % 9$OPHUH WKH 1HWKHUODQGYV FRVWV DQG VSHFLDO LWHPV $V D FRQVHTXHQFH RI WKHVH

$OIHQ %HOJL« %9 *HQW %HOJLXP RQH RIl FRVWY DQG VSHFLDO LWHPV $8ZHOWMORGEPNIGY DRG LOWHUSUHWDWLR

$OIHQ ,QWHUQDWLRQBOPHWH WKH 1HWKHUODQGV EUHDFK ZLWK WKH EDQN FRYHQDQW '-Lg &y HL,?{D Wé“Bﬁ_IQGpHQWV WR VWD

$01HQ (ONDPR 2\ $E 3LHWDUVDDUL )LQODQG IRU ZKLFK ZH UHFHLYHG D ZDLYH V4D @ EXW WKH\ GR QRW KDY
,Q 1RYHPEHU ZH UHDFKHG DQ DJUE\

$0IHQ ZDV OLVWHG RQ WKH $PVWHUGDP 6WRFN ([FKDQJH RQ WKH EDQN RQ D QHZ FRPPLWWHG ILQD Vl\é% %WEQ V\\//v}i/H aRPSDRUVE
ZLWK VRPH DGMXVWPHQWV IRU RQH RI W QG 1BD

ODUFK DQG KDV LWV UHJLVWHUHG RIILFH DW
+HIEUXJZHJ $0 $OPHUH WKH 1HWKH
%HIRUH WKH OLVWLQJ $OIHQ ZDV D S

LWHPV LQ WKH FDOFXODWLRQ RI WKH i1 HQDQ¥bO B DRV BB@W QMKHUSUHWDWLR

GV
- RQH RIl FRVWY DQG VSHFLDO LWHPV KDYH EHHQ
/60 PLWH G L L0 VW H[FOXGHG IURP WKH FRYHQDQW FDOFXHDWDRQ QRZWFFRXQWLQJ VWDQGDUG

FRPSDQ\ QDPHG $OIHQ %HKHHU % 9 LWEYWOWROWRU O J SR C FRYHODOW ZD\HPHRMEBW)RU WR VWDQGDUGY KDYH EHHQ SXEOLVKHC
VHDW LQ $OPHUH WKH 1HWKHUODQG HQ FRQYHUWHG LQWR DQG F?QZQDUGV PRUH IO|2|[LELOLW\ UH PPWRIG® WRUR QRURYHSRWWY QJ SHULRGV V
D SXEOLF FRPSDQ\ ZLWK OLPLWHG OLBRHOSW‘U'?ZFLL\MSCW\-’SVFRXQWLQJ SROLFLHHGBSSSHH D 6QA WKPY RQ WKH FRYHQD QW @¥ D R@BWLROHK®ORW EHHQ HDUO\ D
VWDWXWRU\ VHDW LQ $PVWHUGDP WK, LiBWEHWPREO G WPV H FRQVROLGDWHE JLIQPRIL®IPE FRPSDUHG WR WKH SWHKHL&XRSRQDQRUQIRQH RI WKHVH VWD
ZDV UHQDPHG WR $OIHQ 1 9 DV SHU WKYDGRMWH RV WBOH vHW RXW EHORZ 7KFMIIHPROMW LHVHKONWDLOV RI WKH O HZRWOBIGE H I DHEWHYH W LV H[SHFWHG W

OLVWLQJ EHHQ FRQVLVWHQWO\ DSSOLHG WR DQfQ W kch yHB RV Hd! It ¥ iRWHG PDWHULDO LPSDFW RQ WKH &RPSDQ\ LQ
AV HUZLVH VWDWHG IXWXUH UHSRUWLQJ SHULRGYV DQG RQ |
iglGHHQULgX%:LLUVWHUHG LQ WKH &KDPERNYE XK V&RB W4 0DQDIHPHQW SHUIRUPHG D JRLQJ FRQA LY QDMK O W
EDVHG RQ WKH RXWORRN IRU 'HVSLWH WKH IDFW WKDW
WKH \HDU KDV EHHQ DQ H[FHSWLRQDO \HDU LQ WHUPV

Rl RQH RIl FRVWY DQG VSHFLDO LWHPV LQFXUUHG WKH
&RPSDQ\ VWLOO PDQDJHG WR UHDOLVH D SRVLWLYH FDVK IORZ

$O0IHQ $QQXDO 5HSRUW



SULQFLSOHV IRU FRQVROLGDWLR®KH EXVLQHVV FRPELQDWLRQ LV DPRIHMHEG HOFKWQJIHWDWEHW DQG ORVVH VRV KD\ AHDD WHDWR/ V RQ LQYHVWPHQW
DFTXLVLWLRQ GDWH FDUU\LQJ YDOXH BRR UK IDFINXK DWQHUFD VK DQG FDVK HTXILUYFORO WEW\S BUFKDVH SULFH RU PDQXIDF

6XEVLGLDULHV SUHYLRXVO\ KHOG HTXLW\ LQWHUHV W SIUH WHKGIWHT XIQUWKH WWDWHPHQW RI ARPSHUMKMER/ZKXHFK WKH JRYHUQPHQW JlL
XH DW WKH LODFIRAKN L MLVRIQLGDWRID @3RN FRVWYV

6XEVLGLDULHY DUH DOO HQWLWLHV R B Q(\& % 6\6R* KBQQJ IURP VXEK UHPHDVXUHPlQHg @ SQ $Q DVVHW!V FDUU\LQJ DPRXQW LV ZULW

FRQWURO 7KH *URXS FRQWUROV DQ %) Q? WQ< RPH VWDWHPHRPRQHWD U\ LWHPV WKDW DUH PHDVRXKRMGLDWHDLWRDIOMMH UHFRYHUDEOH D!

LV H[SRVHG WR RU KDV ULJKWV WR 'Y U V I LQ°D IRUHLJQ FXUUHQF\ DUH WUDQVOPWUHG\ XYLPPRXMHW LV KLIKHU WKDQ LW\

LWV LQYROYHPHQW ZLWK WKH HQWLWY. RRGI KD\ & IRiz HEULRKMWS WRVHUHVWYV HQFKRBVHGUDWHNVDW WKH GDWH ZKHQUMIER Y B UD YD O DY W

DIIHFW WKRVH UHWXUQV WKURXJK LW Y| SRZADIWVWRK 56 UH FRW MKWV UR O GHWHUPLQHG 7UDQVODWLRQ GLITHUHQFHY RQ DVVHWYV

DFWLYLWLHV RI WKH HQWLW\ 6XEVLGLDULHV DUH IXOO\ OLDELOLWLHY FDUULHG DW IDLU YDOX%P D?Q—FS,@@WMEEVD%QSSBV\/SRVDOV DUH
FRQVROLGDWHG IURP WKH GDWH RQ ZKYPR \EROMLUREY 2L WK VXEVLGLDULHY WKRWp$ B QBWX%Hj/dq_QDWthJQORVV PSDULQJ SURFHHGV ZLWK WKH FDUU\
WUDOQVIHUUHG WR WKH *URXS 6XEVLGADYY RV BRAWURO DUH DFFRXQWHG IRU DV HTXLW\ DUH UHFRJQLVHG ZLWKLQ WKH LQFRPH

GHFRQVROLGDWHG IURP WKH GDWH W KB ERANWULRSR ¥ WHOK/MW LV DV WUDQYV B3R W
Q LQ WKH[?U FDSDFLW\ DV RZQHUV 7KH %Llngu%%%\ E%\?PQW@@G/ HTXLSPH(?\)OIDQJLEOH DVVHWYV

7KH ILQDQFLDO GDWD RI WKH VXEVLGLDUULH\O ORI RWKGANUFRQVLGHUDWLRQ SRS AQW\W K E DUHD BOBQMTXLSPHQW DUH FDUULHG DW

HQWLWLHYV LQFOXGHG LQ WKH FRQVRGO/KDUMLBRRTKDYHGERHQKH FDUU\LQJ Y DKOUVHVR U QFHMO DPRRAMMW B HRMV DFFXPXODWHBREHSPPFLDWLROQ DOQG

LQFOXGHG LQ 1XOO0 WR WKH H[FOXVLRYKRIVOAENHEEBBS DR\ HFRUGHG LQ HTXPWD LUPHOMWRORIVRWWHWIRQVRULFDO FRYWGLQ BRXSHM/ LoJ RO WKH DFTXLVLWL
UHODWLRQVKLSV LQWHUFRPSDQ\ SURGLW SIRY® & @ WHRUGRBSIPRIYWUROOLQJ L QHYSINGIG MWW XDIBHHWKDWR LV GLUHFWO\ DWMIH\EXWRE BT WRVWRT LEDO FRVW OHVYV

UHFHLYDEOHYV DQG OLDELOLWLHV EHWZHHRU EKEVILG HOorKLhM DQG DFTXLVLWLRQ RI WKH LWHPV LPSDLUPHQW ORVVHV *RRGZLOO LV QR
RWKHU HQWLWLHV LQFOXGHG LQ WKH FRQVROLGDWLRQ WR WKH | s 5 XDOO\ R
HIWHQW WKDW WKH UHVXOWYV DUH QR W MWSHHAG RE \EX BV Wk LRIE- HV 6XEVHTXHQW FRVWY DUH LQFOXGHG L WW@V\RWV\)"@ Pr-YFLeyW DQQ

SDUW\ RXWVLGH WKH *URXS 8QUHDOLY

K QW RU UHFRJQLVHG DV D VHSDU QJHV LQ FLUFXPVWDQFt
SOWHUFRPSD Q! WUDQVD WL ROV BUN HoUK S AR A MRMDYH FROWURE Gk Do HRW ! Wh ROl Lw Ly SONEREOH Wk b REBAAS:

VWM WK H HowLwg Rp|
FRQFHUQ LPSDLUPHQWYV YDOXH DW WKH GDWH ZKHQ FRQV\(IDUROW‘F( @%ﬁffé%b d/VE;%EK\\E\éHFLS\\,’VV\T%l%@%"ﬁ@%’ggb\g@%y@@m%'W’HWV

%XVLQHVV FRPELQDWLRQV LQ FDUUILQJ DPRXQW UHFRJQLVHG LQpWKE LRFERH ol pEQ) 5HVHDUFK DQG GHYHORSPHQW
VWDWHPHQW 7KH IDLU YDOXH LV WKH LQLWLDO FDUU\LO?J

7KH &RPSDQ\ DFFRXQWYV IRU EXVLQHVY FRPEWARY LRKRY SXUSRVH RI VXEVHTXK®WDU DHRRXQMROQIW RI DQ\ FRP SR QHQW CORRFRKQW HFEMWY WKDW DUH GLUHF
XVLQJ WKH DFTXLVLWLRQ PHWKRG ZKHRUFWRW WRIQWBYQHG LQWHUHVW DV D QDN VLY R/HSDWED WMHRD QWHWHIQW & H H H F R J Q MVKHG ZHK\HLQ) @ HDFAED WHHG WILADA RI LGHQWLI
WUDQVIHUUHG WR WKH *URXS *RRGZLEOW ADVWKMUMIRD®KIEDO DVVHW $PRXQVWVRWEHMHYWLRIVOVY DQG PDLQWHQDQFH BWH G XBW YHEQ\EG RV SWRHIPV FRQWUROOHG
DFTXLVLWLRQ RI VXEVLGLDULHV DQG UHSRBWIU\Q-V\GVL\@KMV\MHU\F\RPSUHKHQVLmHi OQRVRPHXDUBI WKH UHSRUWLQJ SHWIHFR ILQLYKIGFR WIKGWDQHLEOH DVVHWYV |

RI WKH FRQVLGHUDWLRQ WUDQVIHUUHMHREBHVWHKHEURKRSIVRILW RU ORVV 'HERRVUBBGGDWLRQ RFFXUV IROORZLQJ FRQGLWLRQV DUH PHW
LQWHUHVW LQ WKH QHW IDLU YDOXH RIKW & HWEHW URBXIQWRIDREQHU FRQWUROV D VXEVLGLDU)\ \.IHDVLEOH WR ER
DVVHWV OLDELOLWLHYVY DQG FRQWLQJHQW OLDELOLWLHV RI WKH HSUHFLDWLRQ RQ DVVHWYV LV FDOFXCfDOg\MéQ 5%‘@?&% JLW ZLOO EH DYD
DFTXLUHH DQG WKH IDLU YDOXH RI W QF\XULR J GLITHUHQFH EHWZHHQ KLVWRULFD G
LQWHUHVW LQQ WKH DFTXLUHH 1HJDWK)LI-$HQL]R|IS-R‘FG®ZLOO EEOUEI_S?:SJWUDQVODWLH\%LPDWHG UHVLGXDO YDOXHV XVLQJ WRR NIMPHIQW W DV FRGYV WR FRPSOHWI
IURP DQ DFTXLVLWLRQ LV UH,:RJQLVHQ;XQEM\HFR\@@\OL@Q\A;KSWHVHQWDWLRQDO FHWKRGQGFRYHU WKHLU HVWLPDWHG XVHIXOVHHR RQCSYKH. WURYHOO LW
ORVV WKH H LV DQ DELOLW\ WR XVH RU VH

GHEW RU HTXLW\ VHEXULWLHY B UUHQF\ RI WRKHSHVROLPDWHG XVHIX0 OLYHV RI SURSHUWY 'sop DQ

HFRQRPLF HQYLURQPHQW LQ ZKLFK WKAXLGWHYWRKKMWUDWHRMHQW DQG FRPsDUDPORAPHELR VPBQNVMVDWHG KRZ WKH
7KH FRQVLGHUDWLRQ WUDQVIHUUHG IRW KiHk X ® EWLRA MO R UUHRF\! 7KH IU@DQRIZVO VWDWHPHQWYV EHVVLHIEWZVLOO JHQHUDWH SUREDEOH I
VXEVLGLDU\ LV WKH IDLU YDOXH RI W B \BWHHWVY QWH@ L BIXHB8 ZKLFK LV WKH IXOFWLRODO Q
DQG WKH OLDELOLWLHV LQFXUUHG W RFWWKWHIRR)PRIUDWKD BRRBRO@IHHMW ZLWKLQ %XLOGLQJIV \HDUV ( DGHTXDWH WHFKQLFDO ILQDQFLDO D
RI WKH DFTXLUHH 7KH FRQVLGHUDWLRORWYYQVYHYHR® DWLRQ FXUUHQF\ )XUQLWXUH ILWWLQJV DQDHVXLSPHQWR FRPSOHWH WKH GHYHORSPHQW DC
LQFOXGHV WKH IDLU YDOXH RI DQ\ Dvyﬁé\/ V%WnggLD%\G EDODOFHV 2WKHU IL[HG RSHUDWLHDUDNVHWYV WKH SURGXFW RU VAVWHP DUH DYDLO
UHVXOWLQJ IURP D FRQWLQJHQW FRQV QY R ( WKH H[SHQGLWXUH DWWULEXWDEOH V
DUUDQJHPHQW )RUHLJQ FXUUHQF\ WUDQVDFWLRQV DU KHVDAD\GHMDDWHEY LG WIROWKHO XHY DQG X VMY NG B IGKHIM QUHWY GHYHORSPHQW F

X
6XEVHTXHOW FKDOJHY WR WKH IDLU Y \?5 FXUUHQF\ XVLQJ WKH H[RKDQHZ N® WIHYGDMG W KWWHG LI DSSURSUEBW‘H LID"W;WKH HQG RI
DFWLRQV )RUHHDF K[FKBRUMWUQLGHDIQRG 7KH FRVWY, ,g(
FRQWLQJHQW FRQVLGHUDWLRQ WKDW EX H FRVWVY WKDV
DVVHW RU OLDELOLW\ DUH UHFRJQLV URP WKH VHWW OHPHIOW IRR VXWKDUH FDSLWDOLVHG ED H WKH GHYHO
VWDWHPHOW G IURP WKH WUDQWVGBSWRRBKRIBRRBOIMWDKILY DSSURDFK W DSLB
DVVHWV DQG OLDELOLWLHV GHQRPLQDWP® AMWIRG MR QVKH FRPSRQHQW DVY,

FXUUHQFLHY DW \HDU HQG H[FKDQJH UDWHV DUH JHQHUDOO\
UHFRJQLVHG LQ SURILW RU ORVYV

SULDWH SRUWLRC
Y UKHDGV

$O0IHQ $QQXDO 5HSRUW



2WKHU GHYHORSPHQW H[SHQGLWXUHYV)RUKWKH BXYBWVVHWHRI DVVHVVLQJ LPSTHH RROED QPVRAWGVKDWHILQDQFLDO DVYHBMWMYHDIMNQ B PRWKHY FE®\DEOHY DUH FODV
WKHVH FULWHULD DUH UHFRJQLVHG DYURX3$HSHMW HWWB¥YW ORZHVW OHYHOV IR BRMW FXQWKAHODUNHMUHR XVH RI GHULYDWQVYBEILQDWIFHY @G XH WR WKHLU VKRUW W

LQFXUUHG 'HYHORSPHQW FRVWV SUH Y HSROWUOWHORRIRHQWE IDDVEOH FDVK L Q ILAR/ANVUXKPLHFEWDMUH ODUJHO\ PDWXULWLHV JUHDWHU WKDQ PRQWK)
DQ H[SHQVH DUH QRW UHFRJQLVHG DL QGHSWIEMH QY RI WKH FDVK LQIORZV [URP RWKHU DVVHWV RU WKH UHSRUWLQJ SHULRG 7KHVH DUH F1
VXEVHTXHQW SHULRG ([SHQGLWXUH RI@ R)HSAHBU DR/ \DHFWY Y EZVY K\ HQH UD W L Q ¥ PEH WAV HERRR VWYV FXUUHQW OLDELOLWLHYV

LV UHFRJQLVHG DV H[SHQVH LQ WKH SIHQDRG LIOZKL¥KWW RWKHU WKDQ JRRGZW QR WA R¥W B UH YD @QRU FROOHF DV,

LQFXUUHG LPSDLUPHQW DUH UHYLHZHG IRU SRVVpROKY YRYEHHWRERRHVEDNY K 10RZV UHSLWHVH Evt[ggg)l\jyc?\EEWngw AUHFRIQLY

LPSDLUPHQW DW WKH HQG RI HDFK UHS Qv St U
€XVWRPHU UHODWHG LQWDQJILEOHY : : L D D Y PR O
&XVWRPHU UHODWHG LQWDQJLEOHV WHIRPRFH BOr HAUUW BEXR QW YV DVVHWV LV LQFOXGHG LQ ILQDQFH LQFRPRHO/QBG WRKAHH[SLUH 2Q GHUHFRJQL
&RPSDQ\ ZLWK ILQLWH XVHIXO OLYHYV Rté)lb%gfﬁdwmqw k[U-dJVVL|LFDWLR§'H48Ec¥VIB¥|'E5\JL>@LW—FbLH MW UDWH PHWKRG O$Q\ELDIL® R UVBRVYLDBILHA@IH EHWZHHQ
YDOXH DW WKH DFTXLVLWLRQ GDWH DQG DUH VXEVHTXHQWO\ Q GHUHFRJQLWLRD LV UHFRJQLVHG Gilf WH BWOLVIKH S ULDRQ GWWRB FRQVLGHUDWL
FDUULHG DW FRVW OHVV DFFXPXODWH& H RRPWDQYD WORYVLQIGHY LWV ILQDQFOCBYWIRBWSWHPHQKHHG LQ RWKHU JDLRY\ORRAQY D WKRDMWHWY WUDQVIHUUHG R

LPSDLUPHQW ORVVHV IROORZLQJ PHDVXUHPHQW FDWHJRULHMWK IRUHLJQ H[FKDQJH JDLQV DQG ORWVHMWFRJIQLVHG LQ WKH LQFRPH VWDWF
$PRUWLVDWLRQ L WKRVH WR EH PHDVXUHG VXEVHTX*}@%’L@?Q\BdD&\PVﬁMXH,PSDLUPHQW 7KH &RPSDQ\ DOVR GHUHFRJQLVHV D IL

HLWKHU WKURXJK 2&, RU WKURXJK SURFLW RU ORVV ZKHO LWV WHUPY DUH PRGLILHG DQG W
$PRUWLVDWLRQ RI LQWDQJLEOH DVVHWVDIQ/GFDOFXODWHG E\ 7KH &RPSDQ\ DVVHVVHV RQ D IRUZDUG ®RRNHRI ADBEN MFHD UH vXEVWDOWLL
UHFRJQLVLQJ WKH GLITHUHQFH EHWZHHQW(AWRWRFPO FRYWXUHG DW DPRUWLYHEWHG/ WUHGLW ORVVHV DVVRFLDWHG, & LWE WM G EM po 0LDELOLW\ EDV

DQG WKH HVYWLPDWHG UHVLGXDO YDOXHV XVLQJ WKH VWUDLJKW LOVWUXPHQWY FDUULHG DW DPRUWLVHEFRYW UHFRIOLVHG DW IDLU YDOXH
OLQH PHWKRG RYHU WKHLU HVWLPDWHEHXFOPVY IOL¥RWLRQWKHSHQGY RQ WKH HQWLW\IV EXVLQHVV ERVK |9RE Vo B Rk WP RGLILHG OLDELOL
LQFRPH VWDWHPHQW $PRUWLVDWLRQPRGBAHRUQRDQABILQIVKKH ILQDQFLDOEVIVERASBRG ADIRHOR WHDBGH YHEHLY DGO, ) ‘\5<CD|_“HUHQW WKH &RP
LQFRPH VWDWHPHQW RQ D VWUDLJKW FRAOMUDFWXDOQEHU PV RI WKH FDVK IERE IURP FXVWRPHUV IRU FRQWUDFW R4 i Jr VW Rl WKH PRGLILH

1L
VLIJQLILFDQW ILQDQFH FRPSRQHQW D HvOW R H Wik M
FRPPHQFHV DV VRRQ DV WKH DVVHWV)BBHQUEL%%\ |5F\2/l€/H>\/\V/U SHFRIJQLWLRQ DQEATXHUHERWRLMWIREA WKH VLPSOLILHG%(BI;%O/IEBIX WKH PRGLILHG FRQWU

7KH HYWLPDWHG XVHIXO OLYHV RI LQ H WV 56 FKWKH FUHGLW ORVVHYVOMHR $ MBYXBHEILQPOIHITHFWLYH LQWH !
FXUUHQW DQG FRPSDUDEOH SHULRGV%@@?\%GQ{E%@VV\CEXQ%V%%&/SOG|_I|D\<NEI 'V\'; E)%F P ﬁg\j@_ﬁva DoORzDYFHRROLYHY REPEBRMXVWPHQW LQ WKH
F EQY QWV GXH IURB | FVYWMEPH Y YLBBHFLDO LOVWUXPHOQWYV
"HYHORSPHQW ERVWHDUV &RPSDQ\ FRPPLWV WR SXUFKDVH RU V %c? H
JLQDQFLDO DVVHWV DUH GHUHFRJQLVASZKY Ulokwv wr

UHFHLYH FDVK IORZV IURP WKH ILQDQFR}IRQ YW HRQY BKERXW WKH &RPSDQ\!V i MFR BWLSE WO WKH EDODQFH V

HISLUHG RU KDYH EHHQ WUDQVIHUUHQ IDVNG DMKCH PEHORSQUMPHQW RI LPSDLUP Vv H

T BLSAR G XvHIXo LI DO WK RS WD DU R AND 0 LD 1 WD AN U\ DG b NX QWG X1 1UR § PRV IOG T 6 o v 5 oL
RT®RzQHUVKLS FRQWUDFW ZRUNMRWHLQFOXGHG LQ EDVLV RU UHDOLVH WKH DVVHW DQG VH

PSDLUPHQW RI QRQ ILQDQFLDO)DyDHWM DVVHWY  OHDVXUHPHQWV)LQDQFLDO OLDELOLWLHYV 5HFRJQLWYk§Xr9c%CPQHB%(9hP7|-l<<5‘vv&RPSDQ\ GRHV (
OHJDODY HQIRUFHDEOH ULJKW WR RIIVF

1RQ ILQDQFLDO DVVHWY DUH WHVWHGSWUQIPEDDROPHHIRIQLWLRQ WKH &RP SN Q@DRHDRBOUMVDELOLWLHY DUH UHFR J@PWRHXGE WR/HIQQ WKKHH SRIPGDQKH VKHHW
ZKHQHYHU HYHQWYV RU FKDQJHV LQ FLURORVWWDQAHWVHW DW LWV IDLU YDOXHHFRPHVLE SMKHWRDVKR WKR FRQWUDFWXDO SURYLVLRQV RI WKH

LQGLFDWH WKDW WKH FDUU\LQJ DPRXQ\W P LOROWDENHW QRW DW IDLU Y D O X/ QOKIER HIK LSGARNIUW FRHD QIR V V ,QYHQWRULHYV

UHFRYHUDEOH &DSLWDOLVHG GHYHORSFAHRWD BWRRIHFWRVWY WKDW DUH GLUHFWO\ DWWULEXWDEOH WR WKH

SURJUHVV DUH QRW DPRUWLVHG EXW DEHXWHMWMHRE IRUWKH ILQDQFLDO DVVHRH ZRHFPEPRF RO KRYVWHWVORIQRFLDO OLPELQWRHYHOWPDLQO\ UHODWH WR UDZ
LPSDLUPHQW DQQXDOO\ RU PRUH IUHMQDXRHFOD Ol AWHWN FDWULHG DW IDLUPPROMNH WHKURRY URGLRPRYY QR XVHYDIOKHGLY WWAUKH ORZHU RI FRVW DQG Q

&XVWRPHU UHODWHG LWHWDND/QJIJLEOHV DgFLDO DVVHWY DQG OLDELOLWLHYV

FKDQJHV LQ FLUFXPVWDQFHV LQGLFDWRWKDWHLMW SHJYWGEHQ SURILW RU ORVQDQFLDO LQVWUXPHQWYV &RVWYV FRPSULVH GLUHFW PDWHULDOV
LPSDLUHG DSSOLFDEOH FRVWV WKDW KDYH EHHQ
'"HEW LQVWUXPHQWYV JLQDQFLDO OLDELOLWLHV DW DPRUWLYRE FEBYWYWRULHV WR WKHLU SUHVHQ\

$Q LPSDLUPHOW ORVV LV UHFRJQLVHGW'(EU WFIKK#H QD)PNRHRXH V\\I,XEL\JHPHQW RI GHEW ILQPREXPQQWWPELOLWLHYV DW DPRUWLVR@CERUAR Q & B% WM RUDHEHWHUPLQHG
G

ZKLFK WKH DVVHW!V FDUU\LQJ DPRXQ Y, H SUCFH PHWKRG 1HW UHDOLVD
| H D\DEOHV DQG ORQJ WHUPB YdPW
UHFRYHUDEOH DPRXQW HSHQGV RQ WKH &RPSDQ\!V EXVLQH\BRERREWMKOHWR $ Q Q WKH HVWLPDWHG VHOOLQJ SULFH OHVV

PDQODJLQJ WKH DVVHW DQG WKH FDVK D v,
7KH UHFRYHUDEOH DPRXQW LV WKH KIRIKWKHRDDQHDN VUM DUH WKUHH P H BT R T S 0 3 e e O e 0P XY
IDLU YDOXH OHVV FRVWY Rl GLVSRVDQ MWQB HOIGKHWIOHX&RIP SDQ\ FODVVLILH W . UV ZKHO PDWHULDO D BLVERXOW WR
LQVWUXPHQWY L $SPRUWLVHG FRVW Emj_ %H V%%Eﬁ%/xm? IDLU YDOXH B6XEVHTXHQWO\ WUDGH
SURILW RU ORVV DQG LLL )DLU YDO%"b R & %% HV DOG ORQJ WHUP GHEW DUH PHDVXUHG

FRPSUHKHQVLYH LQFRPH DW DPRUWLVHG FRVW XVLQJ WKH HIIHFWLYH LOWHUHVW PHWKRG

$O0IHQ $QQXDO 5HSRUW



&RQWUDFW DVVHWY DQG OLDELQLYWGHWGYV :DUUDQW\ SURYLVLRQ ,Q JHQHUDO WKHUH DUH QR YDULDEOH
VXFK DUH YROXPH UHODWHG GLVFRXQW
&RQWUDFW DVVHWY DQG OLDELOLWLHV YV IRPSQEVH BH UHFRIRHVHG DV D OLBELDYWR QW \WHIR SHLRRG LNQUHFRIQLVHE ubEWSHEZ WWwR! EXVWRPHUV +RZHYH

UHFRJQLVHG EDVHG RQ WKH FRVWV |RKLFRQWKH FIW BR&HFODUHG SURGXFWV VROG ZKLFK DUH VWLOO X@g UEWI‘SHuéPEJéW@\/MbODdNFXVWRpHU E\ F
SHUIRUPHG SOXV WKH SURILW UHFRJQLVHG WR GDWH OHVV WKH HQG RI WKH UHSRUWLQJ SHULRG DQG ZKHQ WKH RXWIORZ
SURJUHVV ELOOLQJV ZKHQ WKH &RPSIOR EHRIRZIMUXFWY DQ RI UHVRXUFHV FDQ EH UHOLDEO\ HYWBPDWWGULG VROXWLRQV
DVVHW WKDW LV EXLOW RQ WKH FXVWRPHUV VLWH RU ZKHQ WKH
FRVWV LOFXUUHG DUH UHODWHG WR DAKYRELZERIN D EYHRMIME DR RK UHFRIQLORHEVOW DR URVBYKRQQHW RI E\H/YFHOQDXVHVI_ZILLVI\—/|EL[?VWFKRHQSVPUDDUFV\\/IVJPUDLQGX\I/ETIS
QR DOWHUQDWLYH XVH DQG IRU ZKLFRNWRQVM% RBYWGH LQFXUUHG %RL} ﬁzé- \\/\k/'?/ c% IRU WKH PRLVWXUH LVIW&"L'J\LMI—WLFJ%‘LRBL\S % PDQXIDFWXUHG W
HQIRUFHDEOH ULJKW WR SD\PHQW VXEVHTXHQWO\ PHDVXUHG DW DPRUWI I-\h% \/ U W YDOXH RI WK (E\ SV He '%LWK‘/E'E‘J

GLIIHUHQFH EHWZHHQ WKH SURFHHGV_ RR¢ IJ—‘I—E%DHU WKH SRWH QWb B0k PSP \BPdWKﬂLﬁHV RI WUDQVIRUF
&RQWUDFW DVVHWYVY DUH VWDWHG DV BPROVHWWFWHLY QBEOMKHD RIRIGHWESWLRQ DPRX Ey % LVVXH QAL LORU™DGH IRU D VSHFL
GXH IURP FXVWRPHUV IRU FRQWUDFW ZJRRINWZRH Q@QRWKW RYHU WKH SHULRG RI H URZ §5v EBIJ KDV DV VXFK QR DOWHUQDWLYH XVH I
EDODQFH LV SRVLWLYH ,I QHIJDWLYH WMHLNIM¥BWNKE DOWHUHVW PHWKRG %8HURZVOINQMIHD FWV &RPSDQ\ KDV DQ HQIRUFHDEOH ULJKW V
FRQWUDFW OLDELOLW\ DPRXQWV GXHUWRRMINRARPUWKRUEDODQFH VKHHW ZKHQ WKH REOLJDWLRQ UHYHQXH LV UHFRJQLVHG RYHU WLPH
FRQWUDFW ZRUN VSHFLILHG LQ WKH FRQWUDFW LV GLV¥SHMRHYLRRRYORDPBURXY FRQWUDFWWR LW K-HH BXXWRB HIUW WSUHPLVHYV L Q WK

H[SLUHG 7KH GLIIHUHQFH EHWZHHQ WA ED QWA YPL B PRKIQWKH ORZHU RI H[SCHVAVQH GVRKRIVRRV WI WR FRVW PHWKRG
GRQWUDFW DVVHWYV DUH VXEMHFW WRGWEH | BREVHE SUEA I w\ wkpw KD WHROGARWLQI W KR HFRRYUDFW DQG WKH AL G, @ H WL TR VLY
ORYYHV IRU ZKLEK WKH ERPSDOS DSSHLHOVIRGWHE wR DORWKHU SDUW Dd¢ MRV Od HU DKL W H FRQWUDFW: Rt M iV B GRYORRBEYY. QRW KD ¥ 1
L\

VLPSOLILHG DSSURDFK WR PHDVXULQXF[% 6 \FHGIL W MV EB bWKHGU WK ik & RPSDQ\ UHFRJIQ UN-H YV MAR BB @WoWHYHQXH LV UHFR.
ORVVHV ZKLFK XVHV D OLIHWLPH HISHEGYG ORYVYO \Fg'RI?VFl[JDI—YIL(REg\(\lj@l%VNQRQEWﬁ_WVH“M)/'rb\N\PVVMBF'—DWHG ZLWkPWK%‘%RE@\QWFP% RUWHKH SURGXEW!

LQ OLQH ZLWK WUDGH DQG RWKHU UHRRLNPFOHYRBAHAY L YL Frvwy WKH FXVWRPHU EHLQJ ZKHQ WKH JRRG
WR QRWH IRU IXUWKHU LQIRUPDWLRQ d d 7UDGH DQG RWKHU SD\DEOHVY WKH FXVWRPHU DQG ZKHQ WKHUH LV QF
%RUURZLQJV DUH FODVVLILHG DV FXUUHQW OLDELOLWLHV XQOHVV REOLJDWLRQ WKDW FRXOG DIIHFW WKH

7TUDGH DQG RWKHU UHFHLYDEOMKMH &RPSDQ\ KDV DQ XQFRQGLWLRQDOKHVIKWPRKQVWHIHSUHVHQW OLDELODWEHSVBDRFHGHGVWR SWKRIG X FW

VHWWOHPHQW RI WKH OLDELOLW\ IRU $&R®P DHOW IV L RARW R KB I WRE RI WKH '_L%FLDO \HDU ZKLEK
7UDGH DQG RWKHU UHFHLYDEOHV DUH\RRRXGW 3 GWR HURPSRUWLQJ SHULRG DUH XQSDLG 7UDGH DQG RWKHU SD\DEJHY-® WK E NP HG-G VROXWLRQVY E
HV

FXVWRPHUV IRU SURGXFWV GHOLYHUHG DQG VHUYLF DV FXUUHQW OLDELOLWLHV XQOHVV S%BFP@(?\Q\LQ/O&@W AV Y L RWk PoSULQFLSDO
SHUIRUPHG LQ WKH RUGLQDU\ FRXUVH3RIREX VYR B\OA/ . | PRQWKV DIWHU WKH UHSRUWLQJ SHOLRERBKHEphRSXW PDWHULDOV DUH V
FROOHFWLRQ LV H[SHFWHG LQ RQH \HDU RU OHVV "WKH\ DUH UHFRJQLVHG LQLWLDOO\ DW WKHLU IDYQYWPHHPWEELQWR HQG SURGXFWV IRU
FODVVLILHG DV FXUUHQW DVVHWV I QBRY IWKRQD W B UWHHRIWHGHG ZKHQ W/KHE VIRPSHQ@W ED ¥ HDVXUHG DW DPRUWBWYRE FRVW W/ R ILWRRW LQRWHJUDWLRQ
DV QRQ FXUUHQW DVVHWV 7UDGH U H BHIHWOHEDM \O BUMOIR Q HFHIRMYG\U X FWLYH RE OHFW VWALIR © HI VAW XEOHW R R G
GXH IRU VHWWOHPHQW LPPHGLDWHO\ SIMGNVWHKHIHWRUKB VD Q® PRUH OLNHO\ WKDQ QRW WK%:)‘VA\{ DQ RXWIORZ ?L?RLF?\,(:F;(&,TNHRGP585)(|3\LIJV\/F£$JVT,USDUFHV\\,/FZ'§\GVS(
FODVVLILHG DV FXUUHQW DVVHWYV RI UHVRXUFHV ZLOO EH UHTXLUHG W RS5HWHV®X HV KWHH R RJIQIDW L R® UHFHLYHG DUH LQFOXGHG LQ WKH DPR>
UDGH DOG RWKHU UHEHLYDEOHY DUHD@GFWKH DPRXQW FD§ EH UHOLDEO\ HYWLPDWHG 3URYLVLRQV FRLMRPHUY 3RY ERQWUDFW ZRUN
(oL ¥ D0k D06 VK EVHTXHaW O P HD VBl L o e i L0 b VIR EF Wb RS DAY
HY L LY HG WR VHWWOH J UHTGD HQXH ZLWKLQ 61

FRVW XVLQJ WKH HIHFWLYH LQWHUHWYH BN KRG BHE¥X¥UwLQJ SHULRG DQGUHIER JQLWHRK G WHEQ XH ZKHQ LW WuDQ;&/@@\/JLW@@@LM@@@OQVHUYLFH DQQG
SURYLVLRQ IRU LPSDLUPHQW ZKHUH WKH HIIHFW LV PDWHULDO XVL@BRGSRIY WY lH W W & PDMXVWRPHU  WwR D FXVWRPHU E\ PHDQV RI D VHSDUD

UHIOHFWYV FXUUHQW PDUNHW DVVHVVFKY R RSB HK Y R WSdhE ILF REOLIBWHRRE VR WWRV XUV S5HYHQXHV JHQ

&DVK DQG FDVK HTXLYDOHQWYV ¢/ broH\ DQG WKH ULVNV VSHFLILF WR N KR®REBDP)OWMYRQRU DQ\ RWKHU VLPLQDBY REQLJAWERQMG DUH UHFRJQLVHG
VSHFLILHG LQ WKH FRQWUDFW ZLWK FXYMRRRY

ZE'|<_<

HY\W D YW DV FXVWRPHUV VL
&DVK DQG FDVK HTXLYDOHQWYV DUH UH H QDO Xy
YDOXH &DVK DQG FDVK HTXLYDoHQwvﬁLBQ%:@oH)lqesﬁulg%g%ﬁ VWDQGDUG SURGXFW FRPSOLDQFH ZDUHBQW&*;%S&%&E%’?T’FW:?KH EHQHILWYV

EDQNV DQG FDVK LQ KDQG ,Q WKH FD%KRVERBZROWDKHHPRQWHFWLY H ODERXU&?F&@%%%@&%EE‘%;%%&%% FRQVLGHUG, PRY

FDVK DQG FDVK HTXLYDOHQWYVY FRPSULRYWRE V& HHVEED@NVWY IRU HPSOR\H v (QHUJ\ VWRUDJH VIVWHPV
FDVK LQ KDQG DQG EDQN RYHUGUDIWWRQ WKH HVWLPDWHG IXWXUH FRVW XVK@JIRBYKRRUOGPSDUDIUDSKY SURYLGH LQIRUPDWLRQ DERXW
FDOFXODWLRQV WR GHWHUPLQH WKH WRRIXQWWWBHEBQG WLPLQJ RI WKH VDWQWWRWIVRRURUH VI\VWHPV UHYHQXH FRI
6KDUH FDSLWDO UHFRJQLVHG SHUIRUPDQFH REOLJDWLRQV LQ FRQWRDG W \HQHWK MYWRFDRMUWA\VWHPY IRU D
DQG WKH UHODWHG UHYHQXH UHFRJQRW LR @ RARROLIGFIHMSHRU PXOWLSOH WDLOI
2UGLQDUN VKDUHV DUH FODVVLILHG DB HVWUWE W XQUFLWP BQRMDIO/LRQ EXVLQHVV OLQH )RU DOO UHYHQXH VWWRDPVHLQYRIHAW ®HMLIQHG DQG PDQ}
FRVWY GLUHFWO\ DWWULEXWDEOH WR WKH LVVXDQFH RI OHZ \ ANY &RPSDO\ LO FRPELODWLRO ZLWK WKL UG
Vi BYB VLY bR IR Y BWUXFWXULQJ RIMMPXPIOQWIRNW EQHI AFWKG RV H &
RUGLQDU\ VKDUHV RU RSWLRQV DUH L L PDQXIDFWXUHG SURGXFWYV IRU ZKLFK W
GHGXFWLRQ QHW RI WD[ IURP WKH sBRHQHEFHWDLOHG DQG IRUPDO UHVWUXFWXULQJ SODQ KDV
EHHQ DSSURYHG DQG WKH UHVWUXFWXULQJ KDV HLWKHU VXEVHTXHQWO\ SURYLGHV RYHUDOO SU
FRPPHQFHG RU KDV EHHQ DQQRXQFHG SXEOLFO\ DQG VLJIQLILFDQW VIVWHP LQWHJUDWLF

<
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YRU WKLV UHDVRQ WKH &RPSDQ\ DFW VHUWWP DQPUNIOFQ FHO HRUWYV DUH H[SHQVHREYBW QP K W DWOIHWVRUIHODWLQJ WR FRVDAGGDWHRUH PRK 8 LWIHEWQR I XVH DVVH!
WKH WKLUG SDUW\ SXUFKDVHG PDQXIZRWRUMIGHSIRBSTFAMVFDQ QR ORQJHU Z MVKKIGWW B WHAHRWHRI LQFRPH RYHU WKHWHSKEFHRSGEQ HPISDYDBH@W ORVVHV LI D

RVgﬁg%l:LlLWV DQG ZKHQ WKH &RBP¥IF&\ WHKHRIZIQMWHKIWKH FRVWY WKH\ OBH EQUWWQRGR WMPRHDVXUHPHQWY RI WK

RI WK
(QHUJ\ VWRUDJH V\VWHPV DUH DOZD\V: APk QR RHURFWXULQJ FRPSHQVDWH
VSHFLILF FXVWRPHU DQG KDYH DV VXFK QR DOWHUQDWLYH 7KH OHDVH OLDELOLW\ LV LQLWLDOO\ P

XVH )RU WKHVH FRQWUDFWV WKH &RPISQQL D REYL EDW LIRD V (ISHQVHYV YDOXH RI WKH OHDVH SD\PHQWV WKDW
HQIRUFHDEOH ULJKW WR SD\PHQW &RQVHTXHQWO\ UHYH%\))((H FRPPHQFHPHQW GDWH GLVFRXQWHG X\
LV UHFRJQLVHG RYHU WLPH L H EHIRBH &RBERRYL KB IWR RWOWL HPSOR\HU@EQ?‘V%Q BOP®L.0J IURP WKH &RPSDQ\UD WXVILRFHIVM LW LQ WKH OHDVH RU LI \
FXVWRPHUV! SUHPLVHV LQ WKH LQFRFEHRvBYW R FHY WK\ 6 QHILW SODQ | 4 6 b WL M \'/*‘E)'ﬂJ&\bFF\F/aVXQWHG IRU LQUMBIE LBD G HWHAXYPURAEG WKH &RPSDQ\!V

WKH FRVW WR FRVW PHWKRG LQVXITLFLHQW LQIRUPDWLRQ DYDLODEOH IRU WKH &RPSDQ\ WR ERUURZLQJ UDWH B6XEVHTXHQWO\ WKH
DFFRXQW IRU WKH SHQVLRQ SO0DQ DV DHGHIHRHG EHQHILW LQFUHDVHG E\ WKH LQWHUHVW FRVWV F
8QLQYRLFHG DPRXQWYV DUH SUHVHQWIBGIDY DRRNEWYV @RMW VXIILFLHQW LQIRUPDWLRQ DYDLODEOH DV G GHFUHDVHG E\ OHDVH SD\PHQWYV P

D

IURP FXVWRPHUV IRU FRQWUDFW ZR U NV KK IS®I) \DIGRYD QFPY GRHY QRW DGPLQEWAWKHMKIFBE@YRRQRI DQ DJUHHPHQWQWKH &RPSDQ\

UHFHLYHG DUH LQFOXGHG LQ WKH DPRBX@WVR@XH MRPSDQ\ E\ FRPSDQ\ EDVL\D VAHHAWHIR ZKHWKHU D FRQWUDFW LV /RIDWHR SW\PLHRW O IOQAONG HG LQ WKH PH
FXVWRPHUV IRU FRQWUDFW ZRUN &RPSDQ\ DFFRXQWV IRU WKLV SHQVLREROWP PW DVGRILERA@WDLQV D OHDVOHDWAKGILPRQ WIMVFARPRQYMHVWKH IROO

FROWULEXWLRQ SOD
6HUYLFH UHODWHG UHYHQXH ZLWKLQ (0B Ut VW RUB SH Q WKH ULIKW WR FRQWURO WKH XVH Rl OQLERE S 1o kHGW PVVGWONRALBI LQ VXEV

VI\VWHPV FRPSULVHYVY DGGLWLRQDO VHRWLMKB@EEHRWHG FRQWULEXWLRQ SO%G&E@%@&%E&@\SS@AFKDQJH IRU FRQVEE HHHOMHRQ 7R

PDLQWHQDQFH VROG WR D FXVWRPHU FER PMDIQEXRILRQV WR SXEOLFO\ RU SU[NOWHO) BE 'QQIEC\:{MI@W'}/PIC\EVHUGDFDV\\//VFHRVSY L\Eﬂugﬁwfgv\ggk@%%W%%%v WKDW G
VHSDUDWH FRQWUDFW IRU SHULRGV XYKQOIRXSEQVRUDBBPHVSODQV RQ D PDQ;CH[I)V\@_L\JA)LQQ%KRI D OHDVH LQ ,)56 H 7 LQLWL O\ PHDVXUHG XV
SHYHQXHV JHQHUDWHG WKURXJK VHU ¥FIRFHW UDHFQHDWHEDYUM 7KH &RPSDQ\ KDV b IXUWKHU ’ Dv DW WKH FRPPHQFHPHQW GDWH

UHFRJQLVHG RYHU WLPH LQ WKH LQFRPHPHNDWREEBRWWVYRQV RQFH WKH FRQMWHJERPWDRQ VDKDYMOHVVHH UHFRJQLVHNYVPRYQWRMWHRS HAMWHG WR EH SD\DEOH

FXVWRPHUV VLPXOWDQHRXVO\ UHFHLEHPQ G FR®VXPH WKH DVVHW UHSUHVHQWLQJ LWV ULJKW WR XADHD WHK B XOQUDHUMDNHQ D Q G
EHQHILWY ZKHQ WKH &RPSDQ\ SHUIRUPY WKH VHUYLERV. L bun UHFRJQLVH\%\QD/QSVI—NPE'S GﬁB OHquHHﬁLDE/LgbVWV:/éJHH%L&HWIKQ;M Q0 HWNY REQEIPWGBRU D SXUFK
(9 FKDUJLQJ HTXLSPHQW H[SHQVH ZKHQ WKH\ DUH GXH 3UHSDL WULEXWLR:SQEV QM WkHFERFSRGHEV QMDVRQDEOV FHUWD

DUH UHFRJ%LVHG DV DQ DVVHW WR WKH H[WHQW WKDW D FDVK OHDVH SD\PHQWV LQ DQ RSWLRQDO U
7KH &RPSDQ\ VHOOV SURGXFWV UHODWHG R & ugm%JXFHWLRQ LQ WKH IXWXUH SD\PHOWY LV WKH &RPSDQ\ LV UHDVRQDEO\ FHUWD

HTXLSPHQW IRU HOHFWULF YHKLFOHVRSRYBBEBHURP WK +RZHYHU WKH &RPSDQ\ HOHFWHG WR Dgé\gﬂg\,\kL'_BQ RSWLRQ DQG SHQDOWLH?

VDOH RI WKHVH JRRGYV VROG LV UHFRJQLVHG DW D SRLQW LQ UHFRJQLWLRQ H[HPSWLRQ IRU ERWK VKWUH\HPV\ITIQQIXVB%% %IRI% OHDVH XQOHVV W
WLPH ZKHQ FRQWURO RI WKH SURGXFWV LV WUDQVIHUUHG WR YDOXH OHDVHYV HJ RIILEH HTXLSPHQ\A}JFE’&Q/V\?)@IPKE%IE#UWDLQ QRW WR WHUP

WKH FXVWRPHU EHLQJ ZKHQ WKH JRR&VW DDUHHEGCWIBG YSDAR & QV\RY

&RPSDQ\V UHFRJQLVHV OHDVH SD\PHQWY b WRHRLHPWHSELBWW\ LV PHDVXUHG D\

\évggLSE\JVVXESHVVK%?NGFZRKXHOQGVET,HHlJFT,VLV:,/K E,H);( mvlﬁ%ngﬁH IDLU YDOXH RI HTXLYWK RAHIW AR Y KD RQ HISHQVH RQ D N\ WD W v Q- LERYILYHVW PHWKRG 7K

EDVHG SD\PHQW DZDUGV JUDQWHG WRRNMBYIRKHHYHDNVH WHUP UHPHDVXUHG ZKHQ WKHUH LV D FKDQJH

DFFASWDQFH RI WKH SURGXFW UHFRJQLVHG DV DQ H[SHQVH ZLWK D FRUUYHVSRQG LR SR\BHRWYURELNLQERWRP D FKDQJH LQ L

BHUYLFH UHODWHG UHYHQXH ZLWKLQ (@ FHUBDVHQUQ HTXLW\ RYHU WKH YHVVXk@ngéHngg lL%'H@%\IQ\I{lHIENQII:\YVLLs(;VI\SIIB%% \}QQQJIHV ol rmb\l;l,yv@LPDWH RI WKH DPR

HTXLSPHQW FRPSULVHV DGGLWLRQDODZDUWAV¥H DQG RU OLDELOLW\ DGMXVWHG IRU DQ\ OHDV gqggqjv\;(\p HE P it KYSXDO YDOXH JX

PDLQWHQDQFH VROG WR D FXVWRPHU E\ PHDQV RI D L FKDQJHV LQ WKH DVVHYV

VHSDUDWH FRQWUDFW IRU SHULRGV xW*bBBlgéQWZLH'HF IRlydiG DV DQ H[SHg'&l‘ﬁ%%%%%%‘“”g&%”bPHHGQBVQ%D[\)NQHHi%{g%ﬁfﬁ?&%&;ﬁ%ﬂgo RSWLRQ LV UHLC
\HDUV S5HYHQXHV JHQHUDWHG WK UR XYk \PHIFW A GHiPng! bDZDUGV IRU S

<C

GR%UW[B? WHUPLQDWLRQ RSW

U HU\F
¥ KR H RBUNHW SHUIRUPDS EYPORYGQ iy PRGY USPIR YH WKH XQGHUB {1 BEHo -
WKH LOFRPH VWOWHPHOW DV Efv[v)vpvag%%k %&ﬁ%@h%ﬁ?w%xm WKDW W KLH Y WRIGWKEWI @G QI DVVHW RU WA R H R, ZRUER EWEGEVHE

UHFHLYH DQG FRQVXPH WKH EHQH|LWV|-5ZE<F;?J%/WM&LRP§B HG RQ WKH QXxPEHWRRPWHESU OV W BR' OHDVH LQFHQWLYRYQUIWRHLEHEVH OLDELOLW\ LV UHPHD\
PHHW

SHUIRUPV WKH VHUYLFHYV KH UHODWHG VHUYLFH DQG QRQ PRYNEW £ xvH pvvHw Lv vXEVHTXRBEWSPERNLRQ B s FRUUHVSRQGLQJ

SHUIRUPDQFH FRQGLWLRQV DW WKH YHYWEQW SO W U pt Hkw oLoH PHWKRG FEEPTWKRy WKH FOUUTCQJ DPRXQW RI WKI

(PSOR\HH EHQHILWYV &RPSDQ\ KDV QR VKDUH EDVHG SD\PHQWp ;@L’:%&’#&WR%&Q‘WH WRWKH HOG RPWYHW (RH VW RUGHG LQ SURILW RU
MDY

QRQ YHVWLQJ FRQGLWLRQV QRU ZLWKX%%LHN/VV\(N%WJ' Q\ﬁUDQVIHUV RZQFHQJPVR({%%IR{NWMH ULJKW RI XVH DVVHW K
6DODULHY ZDJHV DQG VRFLDO VHFXUERQGRYWRIQEXWLRQV DUH XQGHUO\LQJ DVVHW WR WKH &RPSDQ\ E\YR k H HQG RI WKH

FKDUJHG WR WKH LQFRPH VWDWHPHQW EDVHG RQ WKH WHUPYV OHDVH WHUP RU WKH ERVW RI WKH UL v
RI HPSOR\PHQW ZKHQ WKH\ DUH GXH tWRYHbPY QR\HQWDHED QW V VW &/ PSIQPYYEI KW RI XVH DVVHWYV T

UHIOHFWV WKDW WKH &RPSDQ\ ZLOO Hy iy Ry R W HEKPYEHU 3URSHUW\ SO
WKH WD[ DXWKRULWLHV UHVSHFWLYHC*)&JDQWV IURP WKH JRYHUQPHQW DUH GRPMRURR v HG YO W kbilPMH WKH ULJKW R b &¥HRMOMRY 1435 BHVSHFWLYHO\

IDLU YDOXH ZKHUH WKHUH LV D UHDVEIPEGF PWK S FofY WgiwXVHIXO OLIH RI WKH XQGHUO\LQJ

WKH JUDQW ZLOO EH UHFHLYHG DQG W P/'&WPéB%’E&LL FHWHUPLQHG RQ WKH VDPH EDVLV DV WKRVH

FRPSO\ ZLWK DOO DWWDFKHG FRQGLWLRPYRSHUWY SODQW DQG HTXLSPHQW
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JLODQFH LQFRPH DQG H[SHQVHVHIHUUHG WD[ DVVHWYV DUH UHFRJQLYV| QO\ LI LW LV 7KH FRPSDQ\ GHWHUPLQHYVY WKH FUHGLV

SUREDEOH WKDW IXWXUH WD[DEOH D Z F DOHQWY WKDW DUH SODFHC
JLODQFH LQFRPH DQG H[SHQVHV DUH BNBR OPEVGHS WK LQAMLOLVH WKRVH WHP ughgﬁ§kﬁd—FQ\pDHéVN PDQD\)‘]%EQ\-@MQJ EXVLQHVV ZLWK KLJKO\ |
WKH HITHFWLYH LQWHUHVW PHWKRG )bRVPWRHVYDMHSUHREHYD] OLDELOLWLHY DQG DVVHWYV DUH QRW 7KH &RPSDQ\ HYDOXDWHYVY WKH FRQFHQ)

LQFOXGH LQWHUHVW LQFXUUHG RQ ERJHHRILRNIM EDIRXWRAWHEUD U\ GLITHUH@¥HIWHN M @WHRIQUW KXODU EXVLQHVV SUDHWEREW WEKHVERBHDQNFHLYDEOHYV DQC
XVLQJ WKH HIITHFWLYH LQWHUHVW PHWIKR®\DQ S b RAWZIMWM VMW G WD[ EDVHV RI KBROBVWRVOWVYRQ@Y LQ D YDULHW\ RI 1EQDARIPHY L QR W ERBMAMYEW ZRUN DV OF
DFFUXDOV IRU SURYLVLRQV WKDW DUHRWHRR QR ¥HGDVRL WEYW ZKHUH WKH &RF KDLV QELPDHO WRVWUXPHQWY DUH SUHVHQWHG LQ WKH
LQFRPH VWDWHPHQW FRQWURO WKH WLPLQJ RI WKH uHYHU‘E@@ERQR&*KgKWHWsRQQUS\RQé/LVWVQEI FOUKHPWE GEHWKHGLW ORVVHYV

LI H G LW LV SUREDEOH WHDWM WIKHHQWM UHgHHWRZEGBY D RWRHU SR DER
,Q FDOFXODWLQJ ILQDQFH LQFRPH DQ %H‘M \\%RQ %% EL% é%/)\}g R WA\SHV RI ILQDQF
HITHFWLYH LQWHUHVW UDWH LV Dssouﬁg’\g\/&J BRI WEBJRLIGYHHPEOH '%%HHVVW FHDULQI ORDQV WUDGH SF \ﬁM \\CK/ K\%@H H[SHFWHG FUHG
DPRXQW Rl WKH DVVHW ZKHQ WKH DVVAHMUWHQ@RYWO FBHGHWY DQG OLDELOLWLHY DUH RIIVHW ZKHQ ( 7UDGH DQG RWKHU UHFHLYDEOHV
LPSDLUHG RU WR WKH DPRUWLVHG FRVMHBHWKH OWFIOOWNQIRUFHDEOH ULKKWRRSRQAVIGW X QBMWQ¥WH IRUHLIQ HIFKMDIIy GXH IURP FXVWRPHUV IRU F
+RZHYHU IRU ILQDQFLDO DVVHWYV WKBM KPWWHWHRHFBBIG OLDELOLWLHYV DQG FIRMWWREWYVHPIRGBURE MRHYHLIQ H[FKDQJH RSWLRQV DQG GRHV
FUHGLW LPSDLUHG VXEVHTXHQW WR LOb®bOPHYHFRIOWMLRR WKH VDPH WD ®DRW F6H DR Wk WIKLWXFK ILQDQFLDO GHULYMDGH DIQ\G RQY KIHDFKHFHLYDEOHV DQG |
LQWHUHVW LQFRPH LV FDOFXODWHG E\ DSSO\LQJ WKH HIIHFWLYH EDODQFH GDWH ILQDQFLDO LQVWUXPHRQWWYRPHK W HRU HFRQGVWRFW ZRUN
LOQWHUHVW UDWH WR WKH DPRUWLVHGERVWOW WREDOVYDWM.BOG WD[ OLD E @IHWAKIYWKHU RIVDV I RWZ BIQURIEMHFW L Y H L%GLFDWLRQ Hglgé/wv IRU
DVVHW ,I WKH DVVHW LV QR ORQJHU MUHGH@AWIPEDKOMP WRHERO O\ HQIRUFHWEK@H. P& HKWPMB R IRY HWI DRSQFLDO DVV KW KRIPSDBYRRSSHLHY WKH )56  VLPSC

WKH FDOFXODWLRQ RI LQWHUHVW LQ FIRPWHQABM B WWKWR WRHY HIVWRNVQH RQ D QHYWDBRY DY RWWWRWHPO®QVREMHFWLY VRO BB HM R |RIPHFWHG FUHGLW ORV)
EDVLV WKH DVVHW DQG VHWWOH WKH OLDELQ@pWpH MEPXQW HQHRMYOWKH FRPSDQ\ GRW LWIﬂ-LPd*HV[\?‘V'Tk@WHG ORVV DOORZDQFH

PR X PHOW ORVVHV DQG iy DEOHY DQG DPRXQWV G X
&RBEDWH LQFRPH WD] &XUUHQW DQG GHIHUUHG WD[ LV UHFRIGLY LSRG H VWDWHPHOQWREVFBQUWYRBW &R Wik H
ORVV H[FHSW WR WKH H[WHQW WKDWXI% 10D WRL XPHQWY W KHeFRPSDRY th QR
7KH LQFRPH WD[ H[SHQVH RU FUHGLWUHEMQHVSWULQGQWWKﬁRPSUHKHQVIUX%%%%R Eg \‘?J—-}Jf Q’g@m ULVNYV DQgsﬁgﬁ@\HpVMJJ-V\J\bV W[SHFWHG FUHGLW OF
WD[ SD\DEOH RQ WKH FXUUHQW SHULR®\WH WIWEOR WSHRPRDVH WKH WDJ[ L U L L U LYD'EEOHV DQG DPRXQWV GX

EDVHG RQ WKH DSSOLFDEOH LQFRPH WRWKHHYWARPRY HiOHERVLYH LQFRPH RU G#KHPHQWHA HIIXUWA FRQVLVW RI FXUU FBRWHMP FAG ZRY N AT EHHQ JURXS
MXULVGLFWLRQ DGMXVWHG E\ FKDQJHWHVS WY URAE wD[ DVVHWYV DQG LQWHUHVW ULVNV 7KH FRPSDQ\ NBP WY1eEwWwWHEW RN FKDUDFWHULVWL

DQG OLDELOLWLHY DWWULEXWDEOH WR_WHPSRUDU) GLITHUHOEHY WKDW DLPV WR PLQLPLVH DQG FROWUROHWKKU IPBR¥QWW \EBREWYRP FXVWRPHI
DQG WR XQXVHG WD[ ORVVHV IRWHV WR WKH FDVK IORZ VWDWy BRQQWEOH ZRUN UHODWH WR XQELOOHG ZRUN LQ ¢

VXEVWDQWLDOO\ WKH VDPH ULVN FKDU|
7KH FXUUHQW LQFRPH WD[ FKDUJH LV HOODERYBO WHRZROVWWH PHQW KDV EHHQ SUHSDUHG XVLQJ WKH UHFHLYDEOHV IRU WKH VDPH W\SHV RI |

EDVLV RI WKH WD[ ODZV HQDFWHG RU LWXEMWFOMWVRNWERGQBIKWWEE! SURILW BY QBYYWLY PEMNXVWHG IRU

DW WKH HQG RI WKH UHSRUWLQJ SHULVRKGHLID! Mk W ¥ lRYX QMWWPLQMD FWLRQV RI'D QRQ FDVK QDWXUH DQ\
ZKHUH WKH &RPSDQ\!V VXEVLGLDULH VCRI$HUBRHVPDRIEDFFUXDOV RI SDVW RUXMXIMA RISHN D W MQKIHFDVKN RI D ILQDQFLDO ORVV LQ FDVH D

JHQHUDWH WD[DEOH LQFRPH UHFHLSWV RU SD\PHQWV DQG LWHPV RXMWRRAH BBHYV QRW FRPSO\ ZLWK WKH FRQWUDFWXDO
H[SHQVH DVVRFLDWHG ZLWK LQYHVWLRERUDWQLRQNL QUHABVYKX ULVNV DUH PDLQO\ LQFXUUHG IURP

'"HIHUUHG LQFRPH WD[ LV SURYLGHG LQR¥@O XVLQJ WKH UHFHLYDEOHV WR FXVWRPHUV 7KH FRPSDQ\ H[HFXWHV D

OLDELOLW\ PHWKRG RQ WHPSRUDU\ GLITHUHQFHV DULVLQJ VWULFW SROLF\ WR PLQLPLVH FUHGLW ULVNV 7R FRQWURO WKHVH

EHWZHHQ WKH WD[ EDVHV RI DVVHWYV HBBNoRSHUGURIWY HHED\DEOH RQ GHEDW@Ey DY k FRPEGBHE BENHYV XVH RI LQIRUPDWLRQ IURP
WKHLU FDUU\LQJ DPRXQWYV LQ WKH IL&EBYKLDOQCVRMDMHPGW D OHQWYV LQ WKih FOYKOR £ YW WHB IR LHY | QHFHVVDU\ FUHGLW ULVNV ZLOO
+RZHYHU GHIHUUHG WD[ OLDELOLWLHWRO WK RIWHRMR WIIBM GVKHY DUH L QWY WD & SPHWH B 'EAKWKH XVH RI FUHGLW LQVXUDQFHV EDQN

WKH\ DULVH IURP WKH LQLWLDO UHFR&BPWPRO RFPNKFA@DIHPHQW JXDUDQWHHY SUHSD\PHQWYV DQG RWKHU LQVXUDQFHV &DVK
'HIHUUHG LQFRPH WD[ LV DOVR QRW D I OHQWV PD\ EH SODFHG E\ D QXPEHU RI
DULVHV IURP LQLWLDO UHFRJQLWLRQ \%% %EWPV W&@?i&%WUL%QRW L@%’g{&“’% B

D WUDQVDFWLRQ RWKHU WKDQ D EXVLQ Rb Q L

DW WKH WLPH RI WKH WUDQVDFWLRQ DIITHFWV QHLWKHU
DFFRXQWLQJ QRU WD[DEOH SURILW RU ORVV 'HIHUUHG LQFRPH
WD[ LV GHWHUPLQHG XVLQJ WD[ UDWHV DQG ODZV WKDW KDYH
EHHQ HQDFWHG RU VXEVWDQWLDOO\ HQDFWHG E\ WKH HQG RI
WKH UHSRUWLQJ SHULRG DQG DUH H[SHFWHG WR DSSO\ ZKHQ
WKH UHODWHG GHIHUUHG LQFRPH WD[ DVVHW LV UHDOLVHG RU
WKH GHIHUUHG LQFRPH WD[ OLDELOLW\ LV VHWWOHG

$OIHQ $QQXDO 5HSRUW



7KH &RPSDQ\ KDV WKHUHIRUH FRQFOXGHG WKDW WKH
H[SHFWHG ORVVY UDWHV IRU WUDGH DQG RWKHU UHFHLYDEOHYV
DUH D UHDVRQDEOH DSSUR[LPDWLRQ RI WKH ORVV UDWHYV IRU
WKH DPRXQWYV GXH IURP FXVWRPHUV IRU FRQWUDFW ZRUN

7KH H[SHFWHG ORVVHFBHWHEMWYVHG DW

DQG'HFHPEHUDUH EDVHG RQ WKH SD\PHQW

SURILOHV RI VDOHVY RYHU D SHULRG RI PRQWKYV RI WKH
SUHFHGLQJ ILQDQFLDO \HDU DQG WKH FRUUHVSRQGLQJ
KLVWRULFDO FUHGLW ORVVHYV H[SHULHQFHG UHODWHG WR WKHVH
VDOHV

7KH KLVWRULFDO ORVV UDWHY DUH DGMXVWHG WR UHIOHFW FXUUHQW

DQG IRUZDUG ORRNLQJ LQIRUPDWLRQ EDVHG RQ PDFUR
HFRQRPLF IDFWRUV DIIHFWLQJ WKH DELOLW\ RI WKH
FXVWRPHUV WR VHWWOH WKH UHFHLYDEOHV 7KH &RPSDQ\
UHWULHYHV WKH ODWWHU IURP H{WHUQDOO\ DYDLODEOH
LQIRUPDWLRQ IURP FUHGLW UDWLQJ DJHQFLHV &UHGLW
LQVXUHG DPRXQWVY DUH H[FOXGHG IURP WKH
GHWHUPLQDWLRQ Rl WKH ORVV DOORZDQFH

2Q WKDW EDVLV WKH OR\VHPEHORZDQFH DV DW
DQG'HFHPEHUZDV GHWHUPLQHG DV

IROORZV IRU ERWK WUDGH DQG RWKHU UHFHLYDEOHV DQG

DPRXQWYV GXH IURP FXVWRPHUV IRU FRQWUDFW ZRUN

,Q (85 '"HFHPEHU
&XUUHQWHUGXH 2YHUGXHRYHUGXH HUGXH !
DPRXQW GD\V GD\V GD\V GD\V

([SHFWHG ORVV UDWH

*URVV FDUU\LQJ DPRXQW WUDGH UHFHLYDEOHYV DQG
RWKHU UHFHLYDEOHYV

*URVV FDUU\LQJ DPRXQW DPRXQWY GXH IURP
FXVWRPHUV IRU FRQWUDFW ZRUN

/IRVV DOORZDQFH

'"HFHPEHU
&XUUHQWHUGXH 2YHUGXHRYHUGXH HUGXH !
DPRXQW GD\V GD\V GD\V GD\V

(ISHEWHG ORVV UDWH

*URVV FDUU\LQJ DPRXQW WUDGH UHFHLYDEOHV DQG
RWKHU UHFHLYDEOHYV

*URVV FDUU\LQJ DPRXQW DPRXQWV GXH IURP
FXVWRPHUV IRU FRQWUDFW ZRUN

/IRVV DOORZDQFH

$OIHQ $QQXDO 5HSRUW

7KH PRYHPHQW LQ WKH ORVYV DOORZDQFH LQ UHVSHFW RI
WUDGH DQG RWKHU UHFHLYDEOHYVY DQG DPRXQWYV GXH IURP
FXVWRPHUV IRU FRQWUDFW ZRUN GXULQJ WKH \HDU ZDV DV
IROORZV

,Q (85

%DODQFH $W -DQXDU\

$PRXQWYV ZULWWHQ RII

1HW UHPHDVXUHPHQW RI ORVV DOORZDQFH

%DODQFH $W 'HFHPEHU

7UDGH DQG RWKHU UHFHLYDEOHY DQG DPRXQWYVY GXH IURP
FXVWRPHUV IRU FRQWUDFW ZRUN DUH ZULWWHQ RIl ZKHQ
WKHUH LV QR UHDVRQDEOH H[SHFWDWLRQ RI UHFRYHU\
,QGLFDWRUV WKDW WKHUH LV QR UHDVRQDEOH H[SHFWDWLRQ RI
UHFRYHU\ LQFOXGH DPRQJVW RWKHUV WKH IDLOXUH RI D
GHEWRU WR HQJDJH LQ D UHSD\PHQW SODQ ZLWK WKH

&RPSDQ\ DQG D IDLOXUH WR PDNH FRQWUDFWXDO

SD\PHQWYV

,PSDLUPHQW ORVVHV RQ WUDGH DQG RWKHU UHFHLYDEOHY DQG
DPRXQWY GXH IURP FXVWRPHUV IRU FRQWUDFW ZRUN DUH
UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW DV D VHSDUDWH OLQH
LWHP 6XEVHTXHQW UHFRYHULHV RI DPRXQWY SUHYLRXVO\
ZULWWHQ RIl DUH FUHGLWHG DJDLQVW WKH VDPH OLQH LWHP

/ILTXLGLW\ ULVN

JLTXLGLW\ ULVN LV WKH ULVN WKDW WKH &RPSDQ\ ZLOO QRW EH
DEOH WR PHHW LWV ILQDQFLDO REOLJDWLRQV 7KH &RPSDQ\!V
DSSURDFK WR PDQDJLQJ OLTXLGLW\ LV WR HQVXUH WKDW DV
IDU DV SRVVLEOH LW ZLOO DOZD\V KDYH VXIILFLHQW OLTXLGLW\
WR PHHW LWV REOLJDWLRQV ZKHQ WKH\ EHFRPH GXH

DYRLGLQJ XQDFFHSWDEOH ORVVHV RU GDPDJHV WR WKH
&RPSDQ\!V UHSXWDWLRQ 7KH &RPSDQ\ PRQLWRUV LWV
OLTXLGLW\ ULVN RQ DQ RQJRLQJ EDVLV $OIHQ KDV D
FRPPLWWHG UHYROYLQJ FUHGLW IDFLOLW\ XS WR K PLOOLRQ
LQ SODFH WR PDQDJH OLTXLGLW\ ODQDJHPHQW EHOLHYHYV

WKH FXUUHQW FDSLWDO VWUXFWXUH RI WKH *URXS ZLOO
VDIHIJXDUG WKH *URXS V DELOLW\ WR FRQWLQXH DV D JRLQJ
FRQFHUQ

7KH OLTXLGLW\ SODQQLQJ FRQVLGHUV WKH PDWXULW\ RI WKH
ILQDQFLDO DVVHWY H J DFFRXQWV UHFHLYDEOH DQG RWKHU
ILQDQFLDO DVVHWYVY DQG SURMHFWHG FDVK IORZV IURP
RSHUDWLRQV 'XH WR WKH QDWXUH RI WKH EXVLQHVYV WKH XVH
RI FDVK DQG FDVK HTXLYDOHQWYV LV QRW KLJKO\ VHQVLWLYH WR
OLTXLGLW\ ULVNV +RZHYHU WKH &RPSDQ\ GRHV QRWLFH D
VHDVRQDO SDWWHUQ LQ OLTXLGLW\ ULVNV



7KH WDEOHYVY EHORZ DQDO\WVHYV WKH &RPSDQ\!V ILQDQFLDO
OLDELOLWLHV RQ WKHLU FRQWUDFWXDO PDWXULWLHV IRU DOO QRQ

1R
‘ &DSLWDO PDQDJHPHQW

GHULYDWLYH ILQDQFLDO OLDELOLWLHV IRU ZKLFK WKH
FRQWUDFWXDO PDWXULWLHYVY DUH HVVHQWLDO IRU DQ
XQGHUVWDQGLQJ RI WKH WLPLQJ RI WKH FDVK IORZYV

,Q (85 '"HFHPEHU

/HVV WKDQRQWK¥HWZHHQ 2YHU .\ 0
PRQWKWR \HDQG \HDUV\HDUV

7UDGH DQG RWKHU SD\DEOHV H[FOXGLQJ GHIHUUHG

UHYHQXH

%RUURZLQJV

)DFWRULQJ $OIHQ (ONDPR

/HDVH OLDELOLWLHYV

7RWDO QRQ GHULYDWLYHYV

,Q (85 '"HFHPEHU
/HVV WKDRRQWKM¥HWZHHQ 2YHU . oo

PRQWKWR \HDQG \HDUV\HDUYV

7UDGH DQG RWKHU SD\DEOHV H[FOXGLQJ GHIHUUHG
UHYHQXH

%RUURZLQJV

)DFWRULQJ $OIHQ (ONDPR

/HDVH OLDELOLWLHYV
7TRWDO QRQ GHULYDWLYHYV

ODUNHW ULVN
JRUHLJQ H[FKDQJH ULVN SULFH ULVN

QHIJRWLDWHG ZLWK H[LVWLQJ

7KH &RPSDQ\ PDLQO\ RSHUDWHV LQ WK¢| [gélé@w—ﬁ_@z 8RKROFRPSDO\ FRQWUR(
KDVH DJUHHPHQWYV

LQ ZKLFK WKH (XUR LV WKH EDVLV FXYYHREY rRYRH

7KH &RPSDQ\!'V REMHFWLYHV ZKHQ PDQDJLQJ FDSLWDO LV
WR VDIHIJXDUG WKH &RPSDQ\!'V DELOLW\ WR FRQWLQXH DV D
JRLQJ FRQFHUQ DQG PDLQWDLQ DQ RSWLPDO FDSLWDO
VWUXFWXUH WR UHGXFH WKH FRVW RI FDSLWDO

,Q RUGHU WR PDLQWDLQ WKH &RPSDQ\!'V FDSLWDO VWUXFWXUH
WKH &RPSDQ\ PD\ DGMXVW LWV GLYLGHQG SROLF\ LVVXH

QHZ VKDUHV RU VHOO DVVHWV WR UHGXFH GHEW 7KH
&RPSDQ\ PRQLWRUV FDSLWDO RQ WKH EDVLV RI WKH JHDULQJ
UDWLR

7KLV UDWLR LV FDOFXODWHG DV QHW GHEW GLYLGHG E\ WRWDO
HTXLW\ 1HW GHEW LV FDOFXODWHG DV WRWDO ERUURZLQJV
LQFOXGLQJ FXUUHQW DQG QRQ FXUUHQW ERUURZLQJV! DV
VKRZQ LQ WKH EDODQFH VKHHW OHVV FDVK DQG FDVK
HTXLYDOHQWYV

7TRWDO FDSLWDO LV FDOFXODWHG DV HTXLW\!I DV VKRZQ LQ WKH

EDODQFH VKHHW SOXV QHW GHEW 7KH JHDULQJ UDWLRYV DW
'"HFHPEHUDQG'HFHPEHUZHUH DV

IROORZV

,Q (85 "HFHPEHU "HFHPEHU

%RUURZLQJV QRWH

30XV EDQN RYHUGUDIWV

, ] LQGH[DWLRQ LV LPSRVVLEOH SULF

V>/HVV FDVK DQG FDVK HTXLYDOHQWYVY QRWH

1HW GHEW FDVK

7TRWDO HTXLW\

7TRWDO FDSLWDO

DQG IRU IXUWKHU GHWDLOV 7KH F)b léHQ\l,'v\KHluvlegK ObBLWHG o RUPDWL “HDULQJ UDWLR
DQG ODUJHO FRQFHUQV SRVLWLRQV RRBEg A4 OoXDWHV. WKH FRQFHQWUDWLRQ ULVN ZLWK

WUDQVDFWLRQV LQ HXURV 0DQDJHPHQW KR¥ ¥ WMHUPLAHSGDY ORZ

EDVHG RQ D ULVN DVVHVVPHQW WKDW WKHVH FXUUHQF\ ULVNYV
GR QRW QHHG WR EH KHGJHG

7KH JHDULQJ UDWLR GHFUHDVHG GXULQJ GXH WR
RSWLPLVHG ZRUNLQJ FDSLWDO ZKLFK UHVXOWHG LQWR D

,Q FDVH WKH FRVWV RI UDZ PDWHULD GRWIQBELFRPDIMKDEEORAVDQG D SRVLWLYH FDVK EDODQFH DW \HDU

, DQG FRVWYV RI RXWVRXUFHG ZRUN DQG®WKHU H[WHUQDO
7KH &RPSDQ\ V QHW'H ESIREXWW O W RYWV SULEHV LOFUHDVH ZLWK WKH LPSDFW RQ SURILW
RWKHU IRUHLJQ H[FKDQJH PRYHPHQWY kMt WERXVDRG pLooLRO
LQ FDVH IRUHLJQ FXUUHQF\ H[FKDQJH UDWHV DU LQFUHDVLQJ
ZLWK DQG LV PDLQO\ FRQFHQWUDWI—,IQV\UQUWKW ILRIIMDI-RZJILQ/J\I

FXUUHQF\ 86" L H SURFXUHPHQW DC%G *% 3 DOH
KH &RPSDQ\ LV H[SRVHG WR LOWHUHVW UDWH ULVNV RQ LWV

3ULFH ULVN ERUURZLQJV ODQDJHPHQW KDV GHWHUPLQHG EDVHG RQ

ULVN DVVHVVPHOW WKDW WKH LQWHUHVW UDWH ULVNV RQ LWV
7KH &RPSDQ\ LQFXUV SULFH ULVNYV RQEW@UR%)E\%ITJI@D@/F@ (5eH OHHG WR EH KHGJIHG
UDZ PDWHULDOV DQG VXEFRQWUDFWLQJ IRU WKH GLITHU HOFH

EHWZHHQ WKH PDUNHW SULFH DW WKHQWEPWHRW KWH K BXYIFROVH QWHUHVW UDWH LQFUHDVHV ZLWK
DQG GXULQJ WKH DFWXDO SHUIRUPDQFHWKRH LPSIDFRW RIYQYSURILW EHIRUH WD[ LV K PLOOLRQ
UHODWHG WR ODUJHU SURMHFWVY WKH FRPSDQLHV SROLF\ DLPV

WR XVH LQGH[DWLRQ FODXVHV LQ LWV VDOHV FRQWUDFWV

$OIHQ $QQXDO 5HSRUW



%HORZ WDEOH VHWV RXW DQ DQDO\VLV Rl QHW FDVK GHEW ( WKHUH LV DQ DELOLW\ WR XVH RU VHOW WAKVEH NGXx@WFRQWUDFW ZRUN
DQG WKH PRYHPHQWYV LQ QHW FDVK GHEW IRU HDFK RI WKH V\VWHP

SHULRGV SUHVHQWHG &RPSDQ\ UHFRJQLVHYV UHYHQXH DQ

7KH
( LW FDQ EH GHPRQVWUDWHG KRZ WKH SYREXIRY) REHOLYHUHG WR WKH FXVW

,Q (85 &DVK D®®RUURZLQJIDFWRULQJIHDVHLIHW FDVK VAVWHP ZLOO JHQHUDWH SUREDEOH XWX YERFR QRFPIWHPHOW XVLQJ WKH F
EDQN RYHUGUDIWV $0OIHQ (ONDRRPELOLW GHI\EW EHQHILWYV 8QGHU WKLV PHWKRG DFWXDO FRVWV [
1HW EDVK GHEW -DQXDU\ ( DGHTXDWH WHFKQLFDO ILQDQFLDO WRIS RWWBO UNWRRDMHMG FRVWYV WR PH
WR FRPSOHWH WKH GHYHORSPHQW MIWRZWMGX¥VARREIOMHDHO VDWLVIDFWLRQ RI
&DVK IORZV WKH SURGXFW RU VA\VWHP DUH DY DLRBEOH WILRE)
1HZ OHDVHV DQG UHPHDVXUHPHQWYV ( WKH H[SHQGLWXUH DWWULEXWDEOH_WR, W me XF\%LBRUJUHVV WRZDUG EF
2WKHU FKDQJHV VIVWHP GXULQJ LWV GHYHORSPHQW L HW h "WKH SHUIRUPDQFH R
. PHDVXUHG
1HW FDVK GHEW HFHPEHU &RPSDQ\ KDV D UREXVW SURFHVV DQG \
,Q GHWHUPLQLQJ WKH GHYHORSPHQW HRWWRDWRQIH IRUHFDVWLQJ DQG UHYHC
&DVK I0RZV FDSLWDOLVHG WKH &RPSDQ\ HVWLPDWHSRMMH ®]SAKW IYEVWHP DOVR UHTXLU|
1HZ OHDVHV DQG UHPHDVXUHPHQWYV IXWXUH HFRQRPLF EHQHILWY RI WKH URVERPWWYRI S\WWRGRPRMHFW SURILWDEL
2WKHU FKDQJHV VI\VWHP WKDW LV WKH UHVXOW RI D GRRPORGHPWEW IBURKMRA¥WHG SURILWDELO
1HW FDVK GHEW '"HEHPEHU YXUWKHUPRUH PDQDJHPHQW HVWLPDWHXNGWHKW RQGIXOWAUHWRPVVHVVPHQW GC
VXFK SURGXFW RU V\VWHP DQ LQKHUHQW SDUW RI WKLY DVVHVVPFE
RXWFRPH PD\ GHYLDWH IURP WKH HVWL
SVAISB\L/JVI—TCDWQFSHH\I/IEE\TV?_L\J(LHVFQSVSLTI—?VTND\[/)};FPRRXYQHV\FI)FQQJWR%QEGRUURZLQJV 7KH FDUULLQJ DPRXQW RI FDSLWDOLVHGHFH VIHDOAHRY PBMWY DQG FRPSOH]
LV KDQG KPLOOLR@HFHPEHUDQG +RZHYHU KLVWRULFDO H[SHULHQFH KD
DQG OHDVH OLDELOLWLHV [ Q

'"HFHPEHUUHVSHFWLYHO\ 7KH &RPSHRQWLPDWHYV LQ WRWDO DUH VXIILFLHQV
HVWLPDWHV WKH XVHIXO OLIH RI WKH GHYHORSPHQW FRVWV WR

EH DW \HDUV EDVHG RQ WKH H[SHFWEAR IOLWWYWURHSFURXEK/ LR
IR &ULWLFDO DFFRX DVVHWYVY +RZHYHU WKH DFWXDO XVHIXO OLIH PD\ EH VKRUWHUQ
)DLU YDOXH HVWLPDW DQG MXGJHPHQW RU ORQJHU WKDQ \HDUV GHSHQGLQJY KK &RRFDOWLHRRRWQLVHYV D SURYLVLRC
PDUNHW GHYHORSPHQWY DQG FRPSHWLXVRQHHWWORQM UHODWHG WR PRLVWXL
7KH &RPSDQ\ KDV QR ILQDQFLDO DVVHMWY BQE8 SOUPFEWNORY IRHWKH ILQDQFLDO VWDWHPHQWY UHTXLUHV WUDQVIRUPHU VXEVWDWLRQV 7KH SUR’

PHDVXUHG DW IDLU YDOXH PDQDJHPHQW WR PDNH MXGJHPHQWV PO PORHWYBQRI QRQ ILQDQFLDOWEBNMWHWWMVYWHG FRVWV WR EH LQFXUUHC
PRLVWXUH LVVXH 7KH HVWLPDWH LV EL
$W 'HFHPEHUDOG'HFHPEHUWKH DVVXPSWLRQV WKDW DIIHFW WKH UHSRUWHG DPRX

WV RI
Kis & BRW R BOD PRVGW YV HRY ZKHWKHU WKHERHIRIH PRNH\ DVVXPSWLRQV
FDUU\LQJ DPRXQWV RI FDVK DQG FDV V\\sz\gV BB PP %Ly\éESLGQXVCViEQE@%W%Wé/ §,11L;LLF§@\I,UIPHQW IRU DOO, Q %I & %J }é\)j |}y DSNWKH ILHOC
DQG RWKHU UHFHLYDEOHV DQG WUDG |_3\[ %g\ é/VRFLDWHG DM%\W/U§BV%W EPMald "RRGZLOO DQG K H wvwv WR EH L
U G IRU LPSDLUP
PDWXULWLHV RI WKHVH DVVHWV DQG Ql0] \ébLuV\QlﬂE ELHYSSUWE%ZHL/HDDQV(’;QSD%O(%%HJQS\@ﬁ%H'@(,UJ;,E\Hﬂg%/ggK LQGLFDWRUYV E? IEQ@ HHG D 1XOO0 Uk
7KH IDLU YDOXHV RI WKH ORQJ WHUP EHERXBYWDERFKY $FWXDO UHVXOWYV PBAREQT EE?U?QVPVWNM\HPH WHVWHG IRU L'E) F£5 \@2 il
UHFRYHUDEOH :KHQ YDOXH LQ XVH FDB oKk bW RNHSURRVWY WR EH LQFXUUL
LQWHUHVW UDWH ULVN LV D IORDWLQJ UDWH SOXV VSUHDG ZKHUH OYH WKH PRLVWXU H
WKH VSUHDG HTXDOV WEB FXUUHQwW POUNHARSRBHQW FRVWYV XQGHUWDNHQ PDQDJHPHQW HVWLPDWHYRGRK VSR AN E
7KH FDSLWDOLVHG GHYHORSPHQW FRWX\@YW DI & BWHHGHROLQHY D VXLWDEOH GSWREXM® UDWH LQ RUGHU
PDQDJHPHQW MXGJHPHQWY WDNHQ LQWMR BPIFEFRXQMVH WKH SUHVHQW YDOXH(R KB VIFRRWKV I QB &Y XVHG

DSSUR[LPDWHG WKHLU IDLU YDOXHV
:T' PSDUHG WR D
LEHbG
PDWHULDOO\ GLIIHUHQW IURP WKH FDUVYWIFIDYWIRXQWYV DV WKH DUH LQGLFDWRUV WKDW WKH FDUUILQJ
IXWXUH FDVK IORZV IURP WKH DVVHW (RUKH WK. BH GHWRLWGQIHHGHG WR IX0O0\
( LW LV WHFKQLFDOO\ IHDVLEOH WR PREIGHWYHOW P Is@R X RWW LPSDLUPHQW WHYW LR KRPHHIRARXCH vkH 1LHoG

RU VIVWHP VR WKDW LW ZLOO EH DY @B®¥d'H IRU XVH WKH DVVXPSWLRQ WKDW LV WKH PRVW
( PDQDJHPHQW LQWHQGV WR FRPSOHWH WKH SURGXFW RU SURYLVLRQ JLYHQ WKH LPSDFW RQ WKH
VIVWHP DQG XVH RU VHOO LW LQFXUUHG

JXUWKHU GHWDLOV ZLWK UHJDUGYV WR \
LQFOXGHG LQ 1RWH

$O0IHQ $QQXDO 5HSRUW



1R
‘ 6HIJPHQW LQIRUPDWLRQ

2SHUDWLQJ VHIPHQWYV

7KH &RPSDQ\ LV HQJDJHG LQ WKH EXVLQHVV RI

GHYHORSLQJ SURGXFLQJ DQG VHOOLQJ YDULRXV SURGXFWYV
V\VWHPV DQG VHUYLFHY UHODWHG WR WKH HOHFWULFLW\ JULG
7TKHUH LV D VWURQJ LQWHUUHODWLRQVKLS EHWZHHQ RXU WKUHH
SURGXFW JURXSVY L H 6PDUW JULG VROXWLRQV (9 FKDUJLQJ
HTXLSPHQW DQG (QHUJ\ VWRUDJH V\VWHPV

,)56 UHTXLUHVY GLVFORVXUHV RI VHIPHQW LQIRUPDWLRQ LQ
DOLIJQPHQW ZLWK LQWHUQDO PDQDJHPHQW UHSRUWLQJ WR WKH
&KLHI 2SHUDWLQJ '"HFLVLRQ ODNHU &2'0! $OIHQ!V

&(2 LV FRQVLGHUHG WKH &2'0 ZKR LV XOWLPDWHO\
UHVSRQVLEOH IRU UHYLHZLQJ DQG DVVHVVLQJ WKH
SHUIRUPDQFH RI WKH WKUHH VHSDUDWHO\ LGHQWLILHG
SURGXFW JURXSV

7KH &2'0 PRQLWRUV WKH SHUIRUPDQFH Rl WKH WKUHH

SURGXFW JURXSV GHVSLWH WKH VSOLW LQ UHYHQXH VROHO\ RQ
DQ DJJUHJDWHG EDVLV IRU UHVRXUFH DOORFDWLRQ DQG
RYHUDOO SHUIRUPDQFH PHDVXUHPHQW $00 ILQDQFLDO
VHIPHQW LQIRUPDWLRQ FDQ WKHUHIRUH EH IRXQG LQ WKH
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

(QWLW\ ZLGH GLVFORVXUHYV
*HRJUDSKLF LQIRUPDWLRQ

7KH IROORZLQJ WDEOH LV VXPPDULVLQJ L UHYHQXH DQG
RWKHU LQFRPH DQG LL QRQ FXUUHQW DVVHWYV H[FOXGLQJ
ILQDQFLDO LQVWUXPHQWY DQG GHIHUUHG WD[ DVVHWYV
DWWULEXWDEOH WR WKH &RPSDQ\V FRXQWULHV RI GRPLFLOH

,Q (85

5HYHQXH

7KH 1HWKHUODQGYV
)LQODQG

%HOJLXP

7RWDO

1RQ FXUUHQW DVVHWV '"HFHPEHU '"HFHPEHU
7KH 1HWKHUODQGYV

)LQODQG

%HOJLXP

7RWDO

$OIHQ $QQXDO 5HSRUW

5HYHQXH DQG RWKHU LQFRPH E\ UHJLRQ EDVHG RQ WKH
GHVWLQDWLRQ RI SURGXFWY DQG ORFDWLRQ RI SURMHFWYV LV
SUHVHQWHG LQ 1RWH

ODMRU FXVWRPHUYV

7KHUH DUH WZR FXVWRPHUV ZKR LQGLYLGXDOO\ DFFRXQW IRU
PRUH WKDQ Rl WKH &RPSDQ\!'V FRQVROLGDWHG

UHYHQXH 7KH WRWDO DPRXQW IRU WKHVH FXVWRPHUV LV

K PLOOLRQ )RU WKLV ZDV QRW DSSOLFDEOH

1R
5HYHQXH

7KH &RPSDQ\ GHULYHV WKH IROORZLQJ UHYHQXHV DQG
RWKHU LQFRPH SHU EXVLQHVY OLQH

,Q (85
6PDUW JULG VROXWLRQV
(QHUJ\ VWRUDJH V\VWHPV
(9 FKDUJLQJ HTXLSPHQW
7RWDO

6PDUW JULG VROXWLRQV DQG (QHUJ\ VWRUDJH V\VWHPYV
UHYHQXH JHQHUDWHG E\ HQWLWLHY GRPLFLOLQJ LQ WKH
1IHWKHUODQGYV DQG %HOJLXP DPRXQWLQJ WR K DQG

K PLOOLRQ UHVSHFWLYHO\ LV FRQVLGHUHG WR EH RYHU
WLPH UHYHQXH IRU ZKLFK WKH FRVW WR FRVW PHWKRG LV
DSSOLHG E\ WKH &RPSDQ\ 6PDUW JULG VROXWLRQV
UHYHQXH JHQHUDWHG E\ $O0IHQ (ONDPR L H K

PLOOLRQ DV ZHOO DV WKH &RPSDQ\!V (9 FKDUJLQJ
HTXLSPHQW UHYHQXH RI K PLOOLRQ LV FRQVLGHUHG WR
EH SRLQW LQ WLPH UHYHQXH

2YHUDOO JURVYV PDUJLQ IRU WKH JURXS DPRXQWHG WR
6PDUW JULG VROXWLRQV FROQWULEXWHG

WR WKLV ZLWK C JLQ RI

(QHUJ\ VWRUDJH V\VWHPV ZLWK DQG

(9 FKDUJLQJ HTXLSPHQW ZLWK

7KH JURXS V UHYHQXH DQG RWKHU LQFRPH GLVDJJUHJDWHG
E\ UHJLRQ EDVHG RQ WKH GHVWLQDWLRQ RI SURGXFWV DQG
ORFDWLRQ RI SURMHFWYV LV DV IROORZV

,Q (85

7KH 1HWKHUODQGYV

2WKHU (XURSHDQ 8QLRQ FRXQWULHYV

5HVW RI (XURSH

2XWVLGH (XURSH

7TRWDO



1R
‘ BHUVRQQHO H[SHQVHYV

7KH SHUVRQQHO H[SHQVHV FDQ EH GLYLGHG LQWR WKH
IROORZLQJ FRVW FDWHJRULHYV

,Q (85

6DODULHY DQG ZDJHV

6RFLDO VHFXULW\ FRQWULEXWLRQV
3HQVLRQ FRQWULEXWLRQV '&

+LUH LQGLUHFW SHUVRQQHO
&DSLWDOLVHG SHUVRQQHO H[SHQVH

JLQQLVK SHQVLRQV

$OIHQ (ONDPR KDV D GHILQHG FRQWULEXWLRQ VFKHPH LQ
ZKLFK WKH SHQVLRQ FRQWULEXWLRQ LV SUHGHWHUPLQHG DQG
EDVHG RQ WKH JURVYV VDODU\ RI WKH LQGLYLGXDO HPSOR\HH

7KH DQQXDO QHW FRQWULEXWLRQ IRU
7KH SHQVLRQ FRQWULEXWLRQV DUH SDLG RQ D

PRQWKO\ EDVLVY WR WKH SHQVLRQ IXQG 7KH H[SHFWHG QHW

FRQWULEXWLURRRXROWY WR K PLOOLRQ 7KH

SUHPLXP SD\DEOH GXULQJ WKH ILQDQFLDO \HDU LV FKDUJHG

WR WKH LQFRPH VWDWHPHQW DQG LV FODVVLILHG DV FRVWV RI

SHUVRQQHO

$VLGH IURP SUHPLXP SD\DEOHV $0IHQ (ONDPR GRHV QRW

7RWDO KDYH DQ\ DGGLWLRQDO REOLJDWLRQV LQ UHVSHFW WR WKH
SHQVLRQ VFKHPHYV

.H\ PDQDJHPHQW FRPSHQVDWLRQ

.H\ PDQDJHPHQW LQFOXGHV 'LUHFWRUV DQG ([&RP
PHPEHUV KDYLQJ DXWKRULW\ DQG UHVSRQVLELOLW\ IRU

7KH DYHUDJH QXPEHU RI )7( V DUH

'LUHFW (PSOR\HHV

QGLUHFW (PSOR\HHV SODQQLQJ GLUHFWLQJ DQG FRQWUROOLQJ WKH DFWLYLWLHV RI WKH
TRWDO &RPSDQ\
$V SHUHFHPEHUD WRWDO RI  )7(V 7KH FRPSDQ\ DSSOLHV WKH OLDELOLV ,qQ (85

ZHUH HPSOR\HG RXWVLGH WKH 1HVSKIRQYOBQGAFKHPHYV 7KH SUHPLXP SD\[6p0pULAYV DOG ZDIHV
ILQDQFLDO \HDU LV FKDUJHG WR WKH
'XWFK SHQVLRQV LV FODVVLILHG DV FRVWV Rl SHUVRQ(2KRUW WHUP LQFHQWLYH SODQ V
6RFLDO VHFXULW\ FRQWULEXWLRQV

7KH FRPSDQ\ KDV D GHILQHG FRQWULBOWR &K V¥ KOHRBH BIQEDWHO\ DFWLYF3HQVLRQ FRVWYV

D GHILQHG EHQHILW VFKHPH 7KH GHILQB&\EMQHSHQ \EIGBN SADQ ZKLFK KDV g\ b (i EDVHG SD\PHQWYV
D PXOWL HPSOR\HU LQGXVWU\ SHQVISDUWOBIQSDFOPWHE R@WF KH WRWDO SODQGHYHUDQFH

DYHUDJH VDODU\ SD\ IRU ZKLFK LQVXIXIOG KOW DOMRUSOMM Q@G WKH FRYHU
LV DYDLODEOH WR DFFRXQW IRU DV D GHHEBRBHEHOHILWK$IOPRP SDQ\ GRHV (2WKHU

7KHUHIRUH WKH &RPSDQ\ DFFRXQWV KU W RIQX BERBRLWBHQWYV IRU DGGLWLI7RWDO

SODQ DV D GHILQHG FRQWULEXWLRQ $OY@ RIKB GHOWVLRQRI WKH SHQVLRQ Im%DD%/b@ﬂB RoG 2 LHIL\QKO U\

VFKHPHV DUH ILQDQFHG WKURXJK PR @®KIOQ JFRQMUHIEKMA RIQWXUH SUHPLXPVs hBJyOLFDEQRy) WKH vKDUH FDSLWDO RI WKH

WR WKH SHQVLRQ SURYLGHUV EHLQJ WOGXVONXUDBGHHSHQVLRQ IXQG DSSOLHYpREPHQRQXDO

FRPSDQLHY DQG WKH LQGXVWU\ SHQVLRGHKDMGLRQ (IRGKHKH SHQVLRQ IXQG

FRQWULEXWLRQ ZLWK WKH LQGXVWU\ SHQVLR Vi DGGLWLR NH\ PDQDJHPHQW FROOHFWLYHO\ KROG
FDOFXODWHG XVLQJ D PD[LPXP DQQXDY %%g&%%BB\WFng SDIDEOHV ?A?Fb( Gﬁ.WL%Q‘}ﬁOGBtWKWV VXEMHFW WR FHUWDLQ SHUIRUPDQFH
DQG D SUHPLXP RI DSSUR[LPDWHO\ SE VLREHVFKHPSV LWLRQDO REOLIJDWEHROY LW ROV SHINQWR VK BGHU WKH ORQJ WHUP LQFHQWLYH
7KH EDVH SUHPLXPVRW DW DSSUR[LPDWHO\ SODQ IRU WKH %RDUG RI 'LUHFWRUV DQG ([&RP PHPEHUYV

WRHLYH DWHDOLVDWLRQ EDVHG RQ WKH
7TRWDO H[SHFWHG FROWRKBXWLRQV IRU
WR K PLOO[LRQ @ R Q /7.3 2UGLQDU\N 6KDUHV 5HIHUHQFH LV PDGH

WRRWHIRU IXUWKHU GHWDLOV

$OIHQ $QQXDO 5HSRUW



1R
‘ 2WKHU RSHUDWLQJ FRVWYV

7KH RSHUDWLQJ FRVWY FDQ EH GLYLGHG LQWR WKH IROORZLQJ
FRVW FDWHJRULHYVY SUHVHQWHG LQ WKH WDEOH EHORZ 7KH
LQFUHDVH LQ RWKHU JHQHUDO H[SHQVHV LV SULPDULO\ FDXVHG
E\ FRVWV WKDW UHODWH WR WKH VWUDWHJ\ YDOLGDWLRQ DQG
ULJKW VL]LQJ SURJUDP

,Q (85

+RXVLQJ H[SHQVHYV

2WKHU SHUVRQQHO H[SHQVHYV
'HYHORSPHQW H[SHQVHV
2WKHU JHQHUDO H[SHQVHV
7RWDO

1R
‘ 6KDUH EDVHG SD\PHQWYV

6KDUH DZDUG SODQV
/IRQJ WHUP LQFHQWLYH SODQ .H\ HPSOR\HHYV

7KH ODQDJHPHQW %RDUG RI $OIHQ UHFRJQLVHV WKH
LPSRUWDQFH RI LWV NH\ HPSOR\HHV WR WKH IXWXUH VXFFHVV
RI WKH &RPSDQ\ 7KHUHIRUH RQ 2FWREHU D

ORQJ WHUP LQFHQWLYH SODQ /7,3 .H\ HPSOR\HHV! ZDV
LQWURGXFHG IRU D QXPEHU RI GHVLIJQDWHG HPSOR\HHYV
ZLWKLQ WKH JURXS RI WKH &RPSDQ\

7KH IROORZLQJ XQYHVWHG JUDQWYV FRPSULVLQJ RI
2UGLQDU\ 6KDUHV LQ WKH &RPSDQ\ KDYH EHHQ PDGH
XQGHU WKLV SODQ

*UDQW GDWH 1XPEHU RI $ZDUGV *UDQWHG ([HUFLVH SULFH

-DQXDU\ 1L0
-DQXDU\ 1L0
-DQXDU\ 1L0
-DQXDU\ 1L0

7KH FRQGLWLRQDO ULJKWV WR UHFHLYH H[LVWLQJ 2UGLQDU\
6KDUHV JUDQWHG ZLOO EH H[HUFLVDEOH LQ H[FKDQJH IRU
2UGLQDU\ 6KDUHV RQ WKH GD\ WKDW LV IRXU \HDUV DIWHU WKH
JUDQW GDWH RQ WKH FRQGLWLRQ WKDW WKH UHOHYDQW
HPSOR\HH RI $OIHQ FRQWLQXHV WR EH HPSOR\HG E\ WKH
&RPSDQ\ RQ WKLY GDWH VXEMHFW WR FHUWDLQ

DUUDQJHPHQWYV IRU HI[FHSWLRQDO FLUFXPVWDQFHV VXFK DV
GHDWK RI WKH HPSOR\HH %HVLGHV WKH DIRUHPHQWLRQHG
VHUYLFH YHVWLQJ FRQGLWLRQ QR RWKHU YHVWLQJ FRQGLWLRQV
DUH DSSOLFDEOH IRU WKH /7,3 .H\ HPSOR\HHYV

$OIHQ $QQXDO 5HSRUW

/RQJ WHUP LQFHQWLYH SODQ %RDUG RI 'LUHFWRUV DQG
([&RP PHPEHUV

$vV SDUW RI WKH UHPXQHUDWLRQ SROLF\ DGRSWHG E\ WKH

JHQHUDO PHHWLQJ RI VKDUHKROGHUV RQ $SULO

ZKLFK KDV EHHQ VXEVHTXHQWO\ DPHQGHG DQG DGRSWHG

E\ WKH JHQHUDO PHHWLQJ RI VKDUHKROGHUY RQ RQ $SULO
D ORQJ WHUP LQFHQWLYH SODQ IRU WKH %RDUG RI

'LUHFWRUV DV ZHOO DV ([&RP PHPEHUV LV DSSOLFDEOH LQ

RUGHU WR LQFUHDVH WKH DOLJQPHQW ZLWK VKDUHKROGHU!V

LOWHUHVW

7KH IROORZLQJ XQYHVWHG JUDQWYV FRPSULVLQJ RI
2UGLQDU\ 6KDUHV LQ WKH &RPSDQ\ KDYH EHHQ PDGH
XQGHU WKLV SODQ

*UDQW GDWH 1XPEHU RI $ZDUGV *UDQWHG ([HUFLVH SULFH

$SULO 1L0
$SULO 1L0
0D\ 1L0
-XQH 1L0

$W UHDOLVDWLRQ Rl WKH DSSOLFDEOH SHUIRUPDQFH FRQGLWLRQV 7KH DFWXDO QXPEHU RI $ZDUGV WKDW ZLOO YHVW
FDQ UDQJH EHWZHHQ QLO DW UHDOLVDWLRQ XS WR Dw UHDOLVDWLRQ DQG
UHDOLVDWLRQ IRU JUDQWYV PDGH LQ DQG UHVSHFWLYHO\

7KH FRQGLWLRQDO ULJKWV WR DFTXLUH H[LVWLQJ 2UGLQDU\
6KDUHV JUDQWHG ZLOO EH H[HUFLVDEOH LQ H[FKDQJH IRU
2UGLQDU\ 6KDUHV RQ WKH GD\ WKDW LV WKUHH \HDUV DIWHU
LOFHSWLRQ RI WKH VHUYLFH DQG SHUIRUPDQFH SHULRG
VXEMHFW WR FRQWLQXHG HPSOR\PHQW DV D PHPEHU RI WKH
%RDUG RI 'LUHFWRUYVY DQG FHUWDLQ QRQ PDUNHW EDVHG
SHUIRUPDQFH YHVWLQJ FRQGLWLRQV

7KH VHUYLFH DQG SHUIRUPDQFH SHULRG DUH VWDUWLQJ RQ

WKH VW RI -DQXDU\ RI WKH DSSOLFDEOH ILQDQFLDO \HDU LQ
ZKLFK WKH JUDQW KDV EHHQ PDGH %HVLGHV WKH
DIRUHPHQWLRQHG VHUYLFH DQG SHUIRUPDQFH YHVWLQJ
FROQGLWLRQV WKHUH LV RQH DGGLWLRQDO FRQGLWLRQ LQ SODFH
ZKLFK LV D WZR \HDU KROGLQJ SHULRG DIWHU YHVWLQJ GDWH



6XPPDU\ Rl FKDQJHV LQ RXWVWDQGLQJ VKDUHV 7KH SUHVHQW YDOXH IRU H[SHFWHG GLYLGHQG RYHU WKH
YHVWLQJ SHULRG IRU DOO SODQV LV QLO EHFDXVH WKH
&KDQJHV LQ RXWVWDQGLQJ VKDUHV IRU WKH SHULRG &RPSDQ\ KDV FXUUHQWO\ QR LQWHQWLRQ WR GLVWULEXWH
- - GLYLGHQGV LQ WKH IRUHVHHDEOH IXWXUH LQ RUGHU WR EH DEOH
P SOR\HEERDUG R1LUHEWRUY WR IXUWKHU LQYHVW LQ WKH JURZWK RI WKH &RPSDQ\
DQG ([&RP &RQVHTXHQWO\ DQG LQ FRQMXQFWLRQ ZLWK DQ H[HUFLVH

SULFH RI QLO ERWK WKH H[SHFWHG YRODWLOLW\ DQG ULVN IUHH

0, -

#»DODQFH DQXDUN UDWH KDYH QR LPSDFW RQ WKH IDLU YDOXH GHWHUPLQDWLRQ
“UDQWHG DW JUDQW GDWH

3HUIRUPDQFH DGMXVWPHQW 6KDUH EDVHG SD\PHQW H[SHQVHV

JRUIHLWHG

6KDUH EDVHG SD\PHQW H[SHQVHV UHFRJQLVHG DV RWKHU
([HUFLVHG

RSHUDWLQJ FRVWY LQ WKH VWDWHPHQW RI FRPSUHKHQVLYH

7TUDQVIHUUHG LQFRPH
([SLUHG
%DODQFH '"HFHPEHU ,Q (85

/IRQJ WHUP ,QFHQWLYH 30DQ .H\ HPSOR\HHYV

*UDQWHG

/RQJ WHUP ,QFHQWLYH 30DQ %RDUG RI 'LUHFWRUV DQG ([&RP

SHUIRUPDQFH DGMXVWPHQW

7RWDO
)RUIHLWHG
([HUFLVHG
7UDQVIHUUHG 1R
(ISLUHG JLODQFH LQFRPH DQG FRVWYV
%DODQFH '"HFHPEHU

,Q (85

1RQH RI WKH RXWVWDQGLQJ VKDUHY DUH H[HUFLVDEOH DW

HEHPEHU JLQDQFH FRVWYV

,QWHUHVW H[SHQVHV UHODWHG WR OHDVH OLDELOLWLHV

)DLU YDOXH PHDVXUHPHQW 2WKHU LQWHUHVW H[SHQVHYV
7RWDO ILQDQFH FRVWYV

7KH &RPSDQ\ XVHG WKH %ODFN 6FKROHV PRGHO WR
GHWHUPLQH WKH IDLU YDOXH Rl WKH VKDUH EDVHG SD\PHQWYV JLODQFH LQFRPH

SODQV DW JUDQW GDWH 7KH PDUNHW SULFH RI WKH 2WKHU LOWHUHVW LOFRPH
&RPSDQ\!V 2UGLQDU\ 6KDUHV IRU WKH GLIITHUHQW SODQV DW

JUDQW GDWH ZDV 7TRWDO ILQDQFH LQFRPH

6KDUH DZDUG 30DQV *UDQW GDWH *UDQW GDWH IDLU yp LHW ILQRQDQFH LQFRPH FRVWV

/IRQJ WHUP ,QFHQWLYH 30DQ .H\ HPSOR\HHV -DQXDU\

/RQJ WHUP ,QFHQWLYH 30DQ .H\ HPSOR\HHV -DQXDU\

/IRQJ WHUP ,QFHQWLYH 30DQ .H\ HPSOR\HHV -DQXDU\

/RQJ WHUP ,QFHQWLYH 30DQ .H\ HPSOR\HHV -DQXDU\

/IRQJ WHUP ,QFHQWLYH 30DQ %RDUG RI 'LUHFV$BUYO

/IRQJ WHUP ,QFHQWLYH 30DQ %RDUG RI 'LUHFV$BUYO

/RQJ WHUP ,QFHQWLYH 30DQ %RDUG RI 'LUHFW®UY DQG ([&RP

AN RNRIRNRIARNR XN XXX

/IRQJ WHUP ,QFHQWLYH 30DQ %RDUG RI 'LUHFWRQM DQG ([&RP

$OIHQ $QQXDO 5HSRUW



1R
‘ L QFRPH WD[ H[SHQVH

7KLY QRWH SURYLGHY DQ DQDO\VLV RI WKH &RPSDQ\!V
LQFRPH WD[ H[SHQVH VKRZLQJ KRZ WKH WD[ H[SHQVH LV
DIIHFWHG E\ QRQ GHGXFWLEOH LWHPVY ,W DOVR H[SODLQV
VLIQLILFDQW HVWLPDWHY PDGH LQ UHODWLRQ WR WKH
&RPSDQ\'V WD[ SRVLWLRQ

,Q (85

&XUUHQW WD]

&XUUHQW WD[ RQ SURILWV IRU WKH \HDU
$GMXVWPHQWYV IRU SUHYLRXV \HDUV
7RWDO FXUUHQW WD[ EHQHILW H[SHQVH

'HIHUUHG LQFRPH WD]J
,QFRPH WD[ RQ FRQWLQXLQJ RSHUDWLRQV
&KDQJH LQ WD[ UDWHYV
7RWDO GHIHUUHG WD[ EHQHILW H[SHQVH

7TRWDO LQFRPH WD[ EHQHILW H[SHQVH

7KH WD[ RQ WKH &RPSDQ\!V SURILW EHIRUH WD[ GLIIHUV
IURP WKH VWDWXWRU\ DPRXQW WKDW ZRXOG DULVH XVLQJ WKH
WD[ UDWH DSSOLFDEOH WR SURILWYV RI WKH HOQWLW\ 7KH
UHFRQFLOLDWLRQ RI WKH HIITHFWLYH WD[ UDWH LV DV IROORZV

,Q (85

5HVXOW IURP FRQWLQXLQJ RSHUDWLRQYV
7RWDO LQFRPH WD[ EHQHILW H[SHQVH
3URILW ORVV EHIRUH LQFRPH WD]

7D[ FDOFXODWHG EDVHG RQ 'XWFK WD[ UDWH

7D[ HIIHFWV RI
DGMXVWPHQWY IRU SUHYLRXV \HDUV
HIITHEFW RI WD[ UDWHV LQ RWKHU FRXQWULHV
HIITHFW Rl WD[ LQFHQWLYHYV
QRQ WD[DEOH H[SHQVHV
FKDQJH LQ WD[ UDWHYV
RWKHU GLIITHUHQFHYV

(I'"HFWLYH WD[ UDWH
$SSOLFDEOH WD[ UDWH

$OIHQ $QQXDO 5HSRUW

(IITHFW RI WD[ LQFHQWLYHV

7R GULYH LQQRYDWLRQ 'XWFK FRUSRUDWH LQFRPH WD[ ODZ
SURYLGHV D VSHFLILF WD[ LQFHQWLYH VFKHPH NQRZQ DV WKH
,QQRYDWLRQ %R[ IDFLOLW\ %DVHG RQ WKLV IDFLOLW\ TXDOLILHG
LOQFRPH DVVRFLDWHG ZLWK 5 "' DFWLYLWLHV LV VXEMHFW WR DQ
HITHFWLYH WD[ UDWH RI DV FRPSDUHG WR WKH 'XWFK
VWDWXWRU\ UDWH RI

,Q ILQDQFLDO \HDU $0IHQ FRQFOXGHG DQ DJUHHPHQW

ZLWK WKH 'XWFK WD[ DXWKRULWLHV LQ ZKLFK WKH

DSSOLFDWLRQ RI WKH LQQRYDWLRQ ER[ EHQHILW LV

GHWHUPLQHG LQ DOLJQPHQW ZLWK 'XWFK FRUSRUDWH

LQFRPH WD[ ODZ 7KLV DJUHHPHQW DSSOLHV IRU WKH \HDUYV
WKURXJK DVVXPLQJ IDFWV DQG FLUFXPVWDQFHYV

GR QRW FKDQJH ,Q 'HFHPEHU $0IHQ UHDFKHG DQ

DJUHHPHQW ZLWK WKH 'XWFK WD[ DXWKRULWLHY WR H[WHQG

WKH H[LVWLQJ LQQRYDWLRQ ER[ UXOLQJ ZLWK \HDUV IRU WKH

SHULRG

7KH WRWDO WD[ HIIHFW RI DSSO\LQJ WKH LQQRYDWLRQ ER[ LV
IRU ILQDQFLDDOV\BIDUHVXOW RI WKH WD[DEOH
ORVV UHDOLVHG

1RQ WD[DEOH H[SHQVHYV

1RQ WD[DEOH LWHPV DUH PDLQO\ UHODWHG WR QRQ
GHGXFWLEOH VKDUH EDVHG SD\PHQW H[SHQVHV UHODWLQJ WR
WKH /RQJ WHUP LQFHQWLYH SODQV

1R
‘ (DUQLQJV SHU VKDUH

HLIJKWHG DYHUDJH QXPEHU RI RUGLQDU\ VKDUHV LQ LVVXH [
IHW UHVXOW DWWULEXWDEOH WR VKDUHKROGHUYV
%DVLF HDUQLQJV SHU VKDUH

$OORZLQJ IRU GLOXWLRQ WKH HDUQLQJV SHU VKDUH DUH DV IROORZYV
"HLIJKWHG DYHUDJH QXPEHU RI RUGLQDU\ VKDUHV LQ LVVXH [

I1HW UHVXOW DWWULEXWDEOH WR VKDUHKROGHUV

'LOXWHG HDUQLQJV SHU VKDUH




5HPXQHUDWLRQ RI WKH ODQDJHPHQW
%RDUG DQG 6XSHUYLVRU\ %RDUG

ODQDIJHPHQW %RDUG

7KH IROORZLQJ VWDWHPHQW VKRZV KRZ WKH

UHPXQHUDWLRQ SROLF\ ZzDV DSSOLHG LQ SUDFWLFH GXULQJ
WKH UHSRUWLQJ SHULRG

0 5SRHOHYHOGYDRRI25RVVHQ &)2/HVK &&2

,Q (85

6DODULHYV DQG ZDJHV

6KRUW WHUP LQFHQWLYH SODQ
6RFLDO VHFXULW\ FRQWULEXWLRQYV
3HQVLRQ FRQWULEXWLRQV '&
6KDUH EDVHG SD\PHQWYV

2WKHU

7TRWDO

/HIW WKH &RPSDQ\ DV VWDWXWRU\ GLUHFWRU DV SHU $SULO

7KH IROORZLQJ WDEOH VHWV RXW WKH VKDUHKROGLQJV RI WKH
ODQDJHPHQW %RDUG

1XPEHU RI 2UGLQDU\ 6KDUHV

0 5RHOHYHOG &(2
0 /HVK &&?2

7KH IROORZLQJ WDEOH VHWV RXW WKH JUDQW PDGH XQGHU WKH
ORQJ WHUP LOQFHQWLYH SODQ IRU WKH ODQDJHPHQW %RDUG

1XPEHU RI $ZDUGV *UDQWHG
0 5RHOHYHOG &(2

- YDQ 5RVVHQ &)2

0 /HVK &&2

$W UHDOLVDWLRQ RI WKH DSSOLFDEOH SHUIRUPDQFH FRQGLWLRQV 7KH DFWXDO QXPEHU RI
$ZDUGV WKDW ZLOO YHVW FDQ UDQJH EHWZHHQ UHDOLVDWLRQ DQG UHDOLVDWLRQ

/HIW WKH &RPSDQ\ DV VWDWXWRU\ GLUHFWRU DV SHU $SULO

7KH QXPEHU RI $ZDUGY JUDQWHG WR WKH ODQDJHPHQW

%»RDUG DUH VXEMHFW WR FHUWDLQ SHUIRUPDQFH FRQGLWLRQV
DV GHVFULEHG LQ 1RWH

1R RWKHU RSWLRQV KDYH EHHQ DZDUGHG WR WKH

ODQDJHPHQW %RDUG QRU DQ\ ORDQV DGYDQFHV RU
JXDUIVQWHH

$OIHQ $QQXDO 5HSRUW

6XSHUYLVRU\ %RDUG

7KH WRWDO UHPXQHUDWLRQ RI WKH PHPEHUV RI WKH
6XSHUYLVRU\ %9RDUG LV VKRZQ EHORZ

,Q (85

+ WHQ +RYH

.0 $FNHUPDQV
- YDQ GHU 90LVW
0 $QKDOW
7RWDO

1R RSWLRQV KDYH EHHQ DZDUGHG WR WKH 6XSHUYLVRU\
%RDUG QRU DQ\ ORDQV DGYDQFHV RU JXDUDQWHHYV

1R
‘ 3URSHUW\ SODQW DQG HTXLSPHQW

BURSHUW\ SODQW DQG HTXLSPHQW FDQ EH GLYLGHG LQWR

,Q (85 '"HFHPEHU '"HFHPEHU

BURSHUW\ SODQW DQG HTXLSPHQW 2ZQHG

BURSHUW\ SODQW DQG HTXLSPHQW 5LJKW RI 8VH

7TRWDO QHW ERRN YDOXH

7KH PRYHPHQW LQ SURSHUW\ SODQW DQG HTXLSPHQW
GXULQJ WKH \HDUV ZDV DV IROORZV



2ZQHG DVVHWYV SLIKW RI XVH DVVHWYV

,Q (85 %XLOGLQINKUQLWXBWVHWY XQGHU7RWDO ,Q (85 /IDQG ODQXIDFWXULQJ &DUYV 7RWDO
ILWWLQJVFR@Q¥WUXFWLRQ EXLOGLQJVTXLSPHQW
HTXLSPHQW

$W -DQXDU\ $W -DQXDU\

&RVW &RVW

$FFXPXODWHG LPSDLUPHQWY DQG GHSUHFLDWLRQ $FFXPXODWHG LPSDLUPHQWY DQG GHSUHFLDWLRQ

1HW ERRN YDOXH 1HW ERRN YDOXH

<HDU HQGHG 'HFHPEHU <HDU HQGHG 'HFHPEHU

2SHQLQJ QHW ERRN YDOXH 2SHQLQJ QHW ERRN YDOXH

$GGLWLRQV $GGLWLRQV

5SHFODVVLILFDWLRQ DVVHWVY XQGHU FRQVWUXFWLRQ 'LVSRVDO

'LVSRVDO '"HSUHFLDWLRQ IRU WKH \HDU

'"HSUHFLDWLRQ IRU WKH \HDU ,PSDLUPHQW IRU WKH \HDU

,PSDLUPHQWYV IRU WKH \HDU '"HSUHFLDWLRQ RI GLVSRVDO

'"HSUHFLDWLRQ RI GLVSRVDO &RQVROLGDWLRQ DQG GHFRQVROLGDWLRQ

&RQVROLGDWLRQ DQG GHFRQVROLGDWLRQ &ORVLQJ QHW ERRN YDOXH

&ORVLQJ QHW ERRN YDOXH
$W -DQXDU\

$W -DQXDU\ &RVW
&RVW $FFXPXODWHG LPSDLUPHQWY DQG GHSUHFLDWLRQ
$FFXPXODWHG LPSDLUPHQWY DQG GHSUHFLDWLRQ &ORVLQJ QHW ERRN YDOXH

&ORVLQJ QHW ERRN YDOXH
<HDU HQGHG '"HFHPEHU

<HDU HQGHG 'HFHPEHU 2SHQLQJ QHW ERRN YDOXH

2SHQLQJ QHW ERRN YDOXH $GGLWLRQV

$GGLWLRQV 'LVSRVDO

5SHFODVVLILFDWLRQ DVVHWVY XQGHU FRQVWUXFWLRQ '"HSUHFLDWLRQ IRU WKH \HDU

‘LVSRVDO ,PSDLUPHQW IRU WKH \HDU
'"HSUHFLDWLRQ IRU WKH \HDU '"HSUHFLDWLRQ RI GLVSRVDO
,PSDLUPHQW IRU WKH \HDU &RQVROLGDWLRQ DQG GHFRQVROLGDWLRQ
'"HSUHFLDWLRQ RI GLVSRVDO &ORVLQJ QHW ERRN YDOXH

&RQVROLGDWLRQ DQG GHFRQVROLGDWLRQ

&ORVLQJ QHW ERRN YDOXH $W HFHPEHU

&RVW
$W '"HFHPEHU $FFXPXODWHG LPSDLUPHQWY DQG GHSUHFLDWLRQ
&RVW &ORVLQJ QHW ERRN YDOXH
$FFXPXODWHG LPSDLUPHQWY DQG GHSUHFLDWLRQ
EORVLOJ QHW ERRN YDOXH $W '"HFHPEHUWKH QHW FDUU\LQJ DPRXQW R

OHDVHG HTXLSPHQW KHOG XQGHU ILQDQFH OHDVH ZDV K
WKRXVDQMGEHPEHUK WKRXVDQG $V D

UHVXOW RI VWUDWHJILF FKRLFHV DQ LPSDLUPHQW ORVV RQ ODQG
DQG EXLOGLQJV RI K WKRXVDQG ZDV UHFRJQLVHG

GXULQJ

$OIHQ $QQXDO 5HSRUW



1R
IIIIi , QWDQJLEOH DVVHWY DQG JRRGZLOO

7KH PRYHPHQW LQ LQWDQJLEOH DVVHWYV DQG JRRGZLOO
GXULQJ WKH \HDUV ZDV DV IROORZV

,Q (85 *RRGZLARVWRPHU UHYBWRSPHQW 7RWDO
LQWDQJLEOHVWFRVWYV

$W -DQXDU\

&RVW

$FFXPXODWHG LPSDLUPHQWY DQG DPRUWLVDWLRQ
1HW ERRN YDOXH

<HDU HQGHG 'HFHPEHU
2SHQLQJ QHW ERRN YDOXH

$GGLWLRQV

$FTXLVLWLRQV

'LVSRVDOV

$PRUWLVDWLRQ IRU WKH \HDU
,PSDLUPHQW IRU WKH \HDU

'HSUHFLDWLRQ RI GLVSRVDOV
&RQVROLGDWLRQ DQG GHFRQVROLGDWLRQ
&ORVLQJ QHW ERRN YDOXH

$W -DQXDU\

&RVW

$FFXPXODWHG LPSDLUPHQWY DQG DPRUWLVDWLRQ
1HW ERRN YDOXH

<HDU HQGHG 'HFHPEHU
2SHQLQJ QHW ERRN YDOXH

$GGLWLRQV

$FTXLVLWLRQV

'LVSRVDOV

$PRUWLVDWLRQ IRU WKH \HDU
,PSDLUPHQW IRU WKH \HDU

'HSUHFLDWLRQ RI GLVSRVDOV
&RQVROLGDWLRQ DQG GHFRQVROLGDWLRQ
&ORVLQJ QHW ERRN YDOXH

$W '"HFHPEHU

&RVW

$FFXPXODWHG LPSDLUPHQWY DQG DPRUWLVDWLRQ
1HW ERRN YDOXH

$OIHQ $QQXDO 5HSRUW

*RRGZLOO '"HYHORSPHQW FRVWYV

*RRGZLOO LV FRPSOHWHO\ DOORFDWHSGHRWMWLRRWVWIMKLQWDQJILEOH IL[HG DVV
JHQHUDWLQJ XQLW KHUHLQDIWHU &SBHYHORSPHONMNDBRRMHFWY IRU QHZ SUR

GHYHORSPHQW SURMHFWY IRU QHZ IHD)
7KH UHFRYHUDEOH DPRXQW RI WKLV &8 EZEYEGHW ELRAVWHPY IRU DPRQJVW

RQ WKH KLJKHU RI WKH YDOXH LQ XV Hy R RHWL R REWEHLF vHKLFOH FKDU.

YDOXH OHVV FRVWV RI GLVSRVDO 7KW§M¥%XW XY RN VI WY H
FDVK IORZV EDVHG RQ WKH ILQDQFLD EXGIJHWYV DQG

IRUHFDVWYV RI WKH &*8 RYHU D SHULRGKRIFORBUYJD@QHWDERRN YDOXH DPRXQW
WHUPLQDO JURZWK UDWH WKHUHDIWHWKH \HDU HIQREHREH U K

PL gLR G LOQFOXGHK K PLOOLRQ

O] D
7KH NH\ DVVXPSWLRQV XVHG LQ WKH BYWHFRHLRE RIVIPOREP HOW SURMHFWY
LQ XVH ZHUH DV IROORZV

( 5HYHQXH JURZWK UDWH EDVHG REWR®XHRYWV IRU S LQFOXGLQJ DPRU
H[SHULHQFH DQG DQ DQDO\VLV RFH3sWPWLEHG GHYHORSPHQW FRVWYV D

PDUNHW JURZWK ZLWKLQ WKH HQ¥HUJ\PWOBBRRWRRQVKHRHPENUHQGHG
VHEWRU DQG 'HFHPEHUUHVSHFWLYHO\

( 'LVFRXQW UDWH EDVHG RQ WKH K
LQGXVWU\ DYHUDJH ZHLJKWHG DYﬁ§¥J'BI’—|%ﬁ?IL\?/§/V\QI
FDSLWDO E\ XVLQJ WKH FDSLWDORRORYWQIUWRIHOIBQQXDO LPSDLUPHQW \
PRGHO #&$%$30% 7KH DSSOLHG GL/ARXRWKUDWHOOLRQ ZDV UHFRJQLVHG

IRU ZDV LPSDLUPHQW ORVV LV PDLQO\ GULYHQ |
( 5HVLGXDO YDOXH EDVHG RQ D WHDOLGDWLR®R WKW UHVXOWHG LQ D PR
UDWH RI RQ PDUNHWY DQG SURGXFWV ZLWKLQ R

LPSDLUPHQW ORVV LV UHFRJQLVHG DV
&RQVLGHULQJ WKH OLPLWHG DPRXQW Rt ERRBGHL QP HWHHRO LQWDQJILEOH DVV

&RPSDQ\!V LPSDLUPHQW H[SRVXUH LV QRWRGPRbWRBAWVDWHPHQW RI FRPSU
DQG WKHUHIRUH QR VHQVLWLYLW\ DQDOYVLV LV LQFOXGHG

&EXVWRPHU UHODWHG LQWDQJLEOHYV

&XVWRPHU UHODWHG LQWDQJLEOHV FRPSULVH WKH FXVWRPHU
OLvVW DQG RUGHU EDFNORJ UHODWHG WR WKH DFTXLVLWLRQ RI
$OIHQ (ONDPR DV DW -XO\ DQG DUH DPRUWLVHG RYHU

D SHULRG RI \HDUV DQG \HDU UHVSHFWLYHO\
&RQVHTXHQWO\ WKH UHPDLQLQJ DPRUWLVDWLRQ SHULRG IRU
WKH FXVWRPHU OLVW LV \HDUV DQG IRU WKH RUGHU
EDFNORJ QLO



1R 1R
‘ '"HIHUUHG WD[ EDODQFHYV ‘ L QYHQWRULHYV

7KH EDODQFH FRPSULVHV WHPSRUDU\ GLIIHUHQFHV 0 (85 "HEHPEHU

"HEHPEHU

DWWULEXWDEOH WR 5DZ PDWHULDOV DQG FRPSRQHQWYV

0 (85 7RWDO

"HIHUUHG WD[ DVVHWYV '"HFHPEHU "HFHPEHU 'XULQJ LQYHQWRULHY DPRXQWLQJ WR K PLOOLRQ

3URSHUW\ SODQW DQG HTXLSPHQW K WKRXVDQG DUH ZULWWHQ GRZQ 7KLV ZULWH

&DUU\ IRUZDUG ORVVHV RII' FRQVLVW RI

*RRGZLOO ( D SURYLVLRQ RQ REVROHWH LQYHQWRU\ IRU (9 FKDUJLQJ
RI' K PLOOLRQ WKDW LV EDVHG RQ D WKRURXJK

/HDVH OLDELOLWLHV

50 DQDO\VLV RI DOO LQYHQWRULHV RI FRPSRQHQWYV

FRPELQHG ZLWK WKH PRVW DFWXDO VDOHV UXQ UDWHYV
$OWKRXIK WKHVH VSHFLILF FRPSRQHQWY DUH VWLOO XVHG

21 ZKLFK LQ $OIHQ V SURGXFWV DQ DQDO\VLV ZLWK XSGDWHG UXQ
&XUUHQW "HDU UDWHV LQGLFDWHG WKDW LW LV XQOLNHO\ WKDW WKHVH
1RO FXUUHOW | \HDU FRPSRQHQWY ZLOO EH IXOO\ FRQVXPHG

( D ZULWH GRZQ RI ROG EDWWHULHV RI K PLOOLRQ
'"HIHUUHG WD[ OLDELOLWLHYV '"HFHPEHU '"HFHPEHU ( D ZULWH GRZQ ZLWKLQ (9 FKDUJLQJ DV D UHVXOW RI

VWUDWHJILF FKRLFHV
3URSHUW\ SODQW DQG HTXLSPHQW
OWDOJILEOH DVVHWY ( WKH UHPDLQLQJ SDUW RI WKH ZULWH GRZQ LV UHODWHG WR
’ RXU UHJXODU LQYHQWRU\ ZULWH GRZQ SROLF\
7RWDO
21 ZKLFK
&XUUHQW  \HDU T )LODQFLDO LQVW
1RQ FXUUHQW ! \HDU FDWHJRU\
1HW GHIHUUHG WD[ DVVHWYV Q (85 "HEHPEHU "HEHPEHU
1HW GHIHUUHG WD[ OLDELOLWLHY SVVHWV J)LODQFLDO DVVHWNQMWFLDO DVVHWYV DW
DPRUWLVHG FRVWDPRUWLVHG FRVW
'XULQJ WKH FRQVWUXFWLRQ SHULRG 2WKHU ILQDQFLDO DVVHWYV
IR ORFDWLRQ DQG RIILFH EXLOGLQJ ILQ7UDGH DQG RWKHU UHFHLYDEOHYV
ZWKHU ILQDQFLDO DVVSUWAYQWHG LQ WKH FDVK IORZ VWDW &DVK DQG FDVK HTXLYDOHQWYV

DFWLYLW\ T RWDO
2WKHU ILQDQFLDO DVVHWYV FRPSULVH RI ORQJ WHUP GHSRVLW
SDLG WR LOWHUQDWLRQDO SD\UROO V#UYE%QV%LF'Q)?FL\@H SN §'|“k'-RG KDV EHH

WKRXVDO& WKRXVDQG DIWHU ZKLFK WKH IL '"HFHPEHU '"HFHPEHU
E\ $O|HQ KDV EHHQ IXOO\ UHSDLG SO /LDELOLWLHYV JLOQDQFLDO OLDELQIQWIQHY. MW OLDELOLWLHYV DW
3HU WKH HQG RI SUHYLRXV UHSRUW L QIRWHDNL WHKFDRWHKEBZ IURP LQYHVWLQ DPRUWLVHG FRVWDPRUWLVHG FRVW
ILQDQFLDO DVVHWYVY FRPSULVHG RI D VIRIZW/\W[H\NHFU-IRD/Q RI %RUURZLQJV
K PLOOLRQ ZLWK WKH OHVVRU UHVSROQVLEOH IRU
FRQVWUXFWLRQ RI D QHZ SURGXFWLR® oWﬂ;‘QWL\é PIB'QPGREHQIW D OHDVH vw_7UDCH DQG RWKHU SDIDEOHV
EXLOGLQJ $W -XO\ $0IHQ FROQFOXGHBYY o fRAYLVLQJ WKH ODQG WKH7RWDO
FRQWUDFW IRU D QHZ SURGXFWLRQ oQQS’M‘.’IﬁB BUEFRIAEHP GLQJ
EXLOGLQJ

$OIHQ $QQXDO 5HSRUW



1R
‘ 7TUDGH DQG RWKHU UHFHLYDEOHYV

,Q (85 '"HFHPEHU 'HFHPEHU
7UDGH UHFHLYDEOHYV

/IHVV ORVV DOORZDQFH

7UDGH UHFHLYDEOHV QHW

$PRXQWYV GXH IURP FXVWRPHUV IRU FRQWUDFW ZRUN
2WKHU WD[HV

2WKHU UHFHLYDEOHYV

7TRWDO

/HVV QRQ FXUUHQW SRUWLRQ
&XUUHQW SRUWLRQ

7KH IDLU YDOXH Rl WKH UHFHLYDEOHY DSSUR[LPDWHYV WKH
FDUU\LQJ DPRXQWV 1R EUHDNGRZQ RI WKH IDLU YDOXHV RI
WUDGH DQG RWKHU UHFHLYDEOHY DQG WKH QRQ FXUUHQW
SRUWLRQ RI WKH UHFHLYDEOHYVY KDV EHHQ LQFOXGHG DV WKH
GLIIHUHQFHVY EHWZHHQ WKH FDUU\LQJ DPRXQWYV DQG WKH
IDLU YDOXHYVY DUH LQVLJQLILFDQW

,QIRUPDWLRQ DERXW WKH &RPSDQ\!V H[SRVXUH WR FUHGLW
DQG PDUNHW ULVNV DQG LPSDLUPHQW ORVVHV IRU WUDGH DQG
RWKHU UHFHLYDEOHY DQG DPRXQWVY GXH IURP FXVWRPHUV

IRU FRQWUDFW ZRIRNHYKIHQFDYXGH® 1 Q

DPRXQWV RI WKH &RPSDQ\!V WUDGH DQG RWKHU

UHFHLYDEOHVY DUH GHQRPLQDWHG LQ WKH IROORZLQJ
FXUUHQFLHV

,Q (85

&XUUHQF\ '"HFHPEHU '"HFHPEHU
(852

x93

86"

$OIHQ $QQXDO 5HSRUW

7UDQVIHU RI WUDGH UHFHLYDEOHYV

,Q RUGHU WR PDQDJH VHDVRQDOLW\ $0OIHQ (ONDPR VROG LWV
WUDGH UHFHLYDEOHYV ZLWK UHFRXUVH WR D EDQN IRU FDVK
SURFHHGY L H IDFWRULQJ 7KHVH WUDGH UHFHLYDEOHV KDYH
QRW EHHQ GHUHFRJQLVHG IURP WKH VWDWHPHQW R
ILQDQFLDO SRVLWLRQ EHFDXVH $OIHQ (ONDPR UHWDLQV
VXEVWDQWLDOO\ DOO RI WKH ULVNV DQG UHZDUGV L H
SULPDULO\ FUHGLW ULVN

7KH DPRXQW UHFHLYHG RQ WKH WUDQVIHU RI WUDGH
UHFHLYDEOHYVY KDV EHHQ UHFRJQLVHG DV D IDFWRULQJ OLDELOLW\
XQGHU VKRUW WHUP ERUURZLQJYVY VHH 1RWH 7KH
DUUDQJHPHQW ZLWK WKH EDQN LV VXFK WKDW WKH

FXVWRPHUV UHPLW FDVK GLUHFWO\ WR WKH EDQN

7KH UHFHLYDEOHY DUH FRQVLGHUHG WR EH KHOG ZLWKLQ D
KHOG WR FROOHFW EXVLQHVVY PRGHO FRQVLVWHQW ZLWK WKH
*URXS!V FRQWLQXLQJ UHFRIJQLWLRQ RI WKH UHFHLYDEOHYV

7KH IROORZLQJ LQIRUPDWLRQ VKRZV WKH FDUU\LQJ DPRXQW

Rl WUDGH UHFHLYDEOHY DW WKH UHSRUWLQJ GDWH WKDW KDYH
EHHQ WUDQVIHUUHG EXW QRW GHUHFRJQLVHG DQG WKH
DVVRFLDWHG OLDELOLWLHYV

,Q (85 '"HFHPEHU '"HFHPEHU

&DUU\LQJ DPRXQW RI WUDGH UHFHLYDEOHYV
WUDQVIHUUHG WR D EDQN

&DUU\LQJ DPRXQW RI DVVRFLDWHG OLDELOLWLHYV
&RQWUDFW DVVHWY DQG OLDELOLWLHV

7KH QHW EDODQFH VKHHW SRVLWLRQ IRU FRQWUDFW ZRUN LV DV
IROORZV

,Q (85 'HFHPEHU 'HFHPEHU

$PRXQWY GXH IURP FXVWRPHUV IRU FRQWUDFW ZRUN

$PRXQWYV GXH WR FXVWRPHUV IRU FRQWUDFW ZRUN

7TRWDO

7KH QHW SRVLWLRQ UHODWHV WR

S5HYHQXH UHFRJQLVHG WR GDWH

/HVV SURJUHVV ELOOLQJV

7TRWDO

$PRXQWV GXH IURP FXVWRPHUV IRU FRRMUPEW GRWNWR FXVWRPHUV IRU FRQV
FRQFHUQ WKH &RPSDQ\!V ULJKW WR FBRFHEVYWEWUR@DRAHQWY IRU SHUIRUPD
ZRUN FRPSOHWHG EXWHFRHWHMHU RLFHG PW K DUH QRW \HW UHDPRX®®IDW \HD!

IRU ERWK WKH 6PDUW JULG VROXWLRQYN BOERQMWWUIPRIQLVHG LQ WKH DPR
VWRUDJH VIVWHPV EXVLQHVV OLQHV BRIWRWNUXXHRUWRRQWUDFW ZRUN DW W
FXVWRPHUV IRU FRQWUDFW ZRUN ZLOQHgR WWPQY dHIHMHRG WBY EHHQ UHFRJQL

WUDGH UHFHLYDEOHV ZKHQ WKH &RPSPRNS UK WHWRE & U
FRQVLGHUDWLRQ LV XQFRQGLWLRQDO 7KLV XVXDOO\ RFFXUV

ZKHQ WKH &RPSDQ\ LVVXHY DQ LQYRLFH WR WKH FXVWRPHU



%WRWK DPRXQWV GXH IURP FXVWRPHUY DQG DPRXQWYV GXH 1R
WR FXVWRPHUV KDYH D UHPDLQLQJ WHUP RI OHVV WKD RQH
NS oLe O RQ %RUURZLQJV
7KH DPRXQW RI UHYHQXH UHFRJQLVHG LQ WKH SHULRG Q (85 "HEHPEHU '"HEHPEHU

HQGHGHFHPEHUURP SHUIRUPDQFH %RUURZLOIV
REOLJDWLRQV VDWLVILHG RU SDUWO\ VDWLVILHG LQ SULRU ’ Q

UHSRUWLQJ SHULRG LV K QLO JDFWRULQJ $0IHQ (ONDPR
/HDVH OLDELOLWLHV
1R LQIRUPDWLRQ LV SURYLGHG DERXW UHPDLQLQJ S RWDO
SHUIRUPDQFH REOHB B WERQWKDW
gﬁ\\(/l\—; DDQVRDUOL(S];ggg II;\[S;—|5F6WHG GXUDWLRQ RI RQH \HDU RU 7KH UHSD\PHOW REOLHFWEEEY DV SHU
’ DUH DV IROORZV
,Q (85 '"HFHPEHUS5HSD\PHQW5HPDLQLQJ5HPDLQLQJ
1R REOLJDWLRQIUR ! \HDU WHUP
&DVK DQG FDVK HTXLYDOHQWYV DQG \HDU ! \HDUV
%RUURZLQJV
,Q (85 '"HFHPEHU '"HFHPEHU J)DFWRULQJ $OIHQ (ONDPR
&DVK DQG FDVK HTXLYDOHQWYV /HDVH OLDELOLWLHYV
7TRWDO 7TRWDO
7KH FDVK DQG FDVK HTXLYDOHQWY DUH IUHHO\ GLVSRVDEOH 7KH IDLU YDOXHV RI WKH ORQJ WHUP GHBWBYH RFWOL W\ XS WR K PLOOLR
WR WKH &RPSDQ\ H[FHSW IRU DQ DPRXQW RI PDWHULDOO\ GLIITHUHQW IURP WKH FDUU\R J DPRERV v\ WL RQ ORFDWLRC
WKRXVDQG RQ VR FDOOHG * DFFRXQWYV 7KH &RPSDQ\ KDV LQWHUHVW UDWH ULVN LV D IORDWLQJ URWHFSORM ¥8UHPGZZKHEKH v I1X00\ UH
WKH IROORZLQJ EDQN RYHUGUDIWYV ZKLFK DUH FODVVLILHG WKH VSUHDG HTXDOV WKH FXUUHQW PDUNHW W DG
XQGHU FXUUHQW OLDELOLWLHV LQ WKH EDODQFH VKHHW
Q Q Q Q $0IHQ 1 9 KROGV D JURXS FUHGLW IDFY& L WwWHDHEBRRPWMY WG RIHYROYLQJ FUHGI
0 (85 "HEHPEHU "HEHPEHU DOO HQWLWLHV ORFDWHG LQ WKH 1HWKHUOWB3V $sUABLREY QrwK  PLOOLR
%DON RYHUGUDIWY FRPSOLHG ZLWK WKH /HYHUDJH UDWLR DYHSPWRWHW UH WREPLWWHG IDFLOLW
YDFLOLWLHYV $JUHHPHQW DV SHU 6HSWHPEHK PP RQ IRU EDQN JXDUDQ
7TRWDO DV VXFK KDV EHHQ LQ EUHDFK ZLWK W K HCRANVOLRQWR! /KH 5&) LV WKUHH \HD
1RYHPEHU $0IHQ DJUHHG DQ DPHQGHUEWHBVLRQ RSWLRQV HDFK IRU RQH
UHVWDWHG DJUHHPHQW RI WKH RULJLQODID FRUHWUIWIH BIRDIQVILWK D GXUDWLR
1R DJUHHPHQW $W WKH RI WKH ILQDQFLDO SHISRILVEID®I BAHRMN®W RI K PLOOLRQ
(TXLW\ 6KDUH SUHPLXP WKH FUHGLW IDFLOLW\ FRQVLVWYV RI SXUFKDVH Rl WKH EXLOGLQJ ORFDW
'RPV PHUH
7KH VKDUH SUHPLXP UHVHUYH UHODW,, v R,RRUWJIDJIH QRDQ ZLWK D GXUDWLRQ QP O\X*LD\(’Z\H@@@
6KDUH FDSLWDO D'SULQFLSDO DPRXQW RI PLOOL B G R VK
LVVXHG VKDUHV LQ H[FHVV RI WKH QRPL g i iy A KO UDWH LV
VKDUHY DERYH SDU YDO XH SXUFKDVH RT ' WKH EXLOGLQJ ORFDW D
6KDUKH FDSLHV?\?(?W?(ISIEG Cowr +HIEUXJZHJ $OPHUH 7KH EDQN KDV ILUVW UDQNHG PRUWJDJ
RUGLODU\ VKDUHYV IXOO\QSDLG XS SHWDLQHG HDUQLQJV LLD PRUWJDJH ORDQ ZLWK D GXUDWLROYWIOWH\RBQYV®EEWKH &RPSDQ\ ZLWK |
LQFLSDO DPRXQW RI K WKRXIBRCQWRGKRU PLOBHREHSHKH
ZLWK D SDU YDOXH RKK HDWRO 7KH UHWDLQHG HDIPJIQO_@LJR/Q?DKH UHVWUL SXUFKDVH RI WKH EXLOGL V DO HERORPLE YDOX]
QJ ORHDQV H & VWOV W KHP Q Q
VKDUHV DXWKRULVHG FRPSULVH RI GXH WRRJGLOQWIDO PHYBUR® RI 9 PHUH
VKDUHV PLOOLRQ ZKLFK LV QRW DYDLODEOH IRU cC,)L"\W/\FL}JL)%])Z\Nﬂ 8 KH IROORZL J VHFXULWLHY KDYH EHH
ZR ORDQV ZLWK HDFKDSULQFLS OD PRUWIDIH RI K oL
7KH RXWVWDQGLQJ RUGLQDU\ VKDUHV5RVXOW IRU WKH \HDU WKRXVDQG DQG D GXUDWLRQ RI g gg W:kﬁ_b WKH SHIEUXIZH
LQFOXGHWUHDVXU\ VKDMFHNPEW S HU \Vb’
Q UHIXUELVKPHOW RI WKH EXLOGLQJV DO NORZQ DV VHEW!

7KH SURSRVDO WR WKH *HQHUDO OHHWLQ ‘?—HLEVUW;KM yo\l ,_Hngﬁvv
Rl K PLOOLRQ ZLOO EH UHFRJQLVHG L

UHW HG
HDUQLQJV ?_ ORDQ ZLWK D SULQFLSOH DPRXQW\E %ng)g/Ogg IQH%QIS-:‘RUWJDJH RI K W K
% L

BFLJT?(GLCEV%/KVFL_SQRF;&LHRQG (%IND\PHRDLI;\\;V QJV RQ WKH 90RWEUXJZH
UH FDGDVWUDO NQRZQ DV VHFW

$OPHUH

$OIHQ $QQXDO 5HSRUW



(
(

D VHFRQG PRUWJIDJH ULJKW RQ WKH DERYHPHQWLRQHG
EXLOGLQJV RI K PLOOLRQ

DILUVW UDQNHG PRUWJDJH RI K PLOOLRQ IRU ODQG DQG

EXLOGLQJVY RQ WKH 'DPVOXLVZHIJ (- $OPHUH

FDGDVWUDO NQRZQ DV VHFWLRQ 0 QXPEHU DQG
$OPHUH

D ILUVW SOHGJH IRU

8 DOO FXUUHQW DQG IXWXUH HTXLSPHQW RI WKH
&RPSDOQ\

8 DOO FXUUHQW DQG IXWXUH LQYHQWRU\ RI WKH
&RPSDOQ\

8 DOO FXUUHQW DQG IXWXUH ULJKWV DQG UHFHLYDEOHYV
ZKHWKHU RU QRW UHVXOWLQJ IURP FXUUHQW DQG
IXWXUH UHODWLRQVKLSY LQFOXGLQJ WKH ULJKWYV
IURP LQVXUDQFH DJUHHPHQWYV

D PDQGDWRU\ UHGHPSWLRQ FODXVH LQ FDVH WKH
&RPSDQ\ GHFLGHV WR VHOO LWV LQWHUHVW LQ $0IHQ
(ONDPR ZKLFK LV FDSSHG DW WKH SURFHHGV IURP
VHOOLQJ WKH LQWHUHVW

2WKHU VSHFLILF FRQGLRAUMRIDIJMHODWHG WR WKH P

ORDQ ZLWK D SULQFLSDO DPRXQW RI K PLOOLRQ XVHG IRU

WKH SXUFKDVH RI WKH EXLOGLQJ ORFDWHG DW WKH
'DPVOXLVZHJ $OPHUH DUH

(
(

D QHIJDWLYH SOHGJH DQG WKH #SDUL SDVVX$

FRPSO\ ZLWK DS$TCHWK YBREFNGSW R

5DWLR 1 HOM SIREWM WG WKDW

VKDOO QRW H[FHHG H[FHSW IRU D SHULRG RI
VL[ PRQWKY DIWHU DQ DFTXLVLWLRQ GXULQJ ZKLFK
SHULRG WKH UDWLR VKDOO QRW H[FHHG 7KLV
FRYHQDQW ZDWPHREBW

2ZWKHU VSHFLILF FRQGLWLRQV UHODWHG WR WKH
UH FRP P& DRG]

(
(

D QHIJDWLYH SOHGJH DQG WKH #SDUL SDVVX$

FRPSO\ ZUIWWK 'BEW WR $GMXVWHG (%,7'$

5DWLR 1 HOM SIREWWG YGRS W KD W

VKDOO QRW H[FHHG 7KLV FRYHQDQW ZDV
PHW DWFHPEHU

$OIHQ (ONDPR 2\ $E KROGY @ FIDSDWDWH
FUHGLW IDFLOLW\ XS \WR KPLORLIRAL R Q

IRU ZKLFK D VROYHQF\ FRQYHQDQW RI LV DSSOLFDEOH
7KLV VROYHQF\ FRHQW HDQAF®I\W EZDV

$O0IHQ $QQXDO 5HSRUW

1R
‘ 3URYLVLRQV

,Q (85 -XELOHH5HVWUXFWXUDQUDQW\ ORLVWXUH 7RWDO

%DODQFH -DQXDU\

$GGLWLRQV PDGH GXULQJ WKH SHULRG

$PRXQWV XVHG GXULQJ WKH SHULRG

8QXVHG DPRXQWYV UHYHUVHG GXULQJ WKH SHULRG
$PRXQWVY WUDQVIHUUHG WR RWKHU OLDELOLWLHYV
&KDQJHV LQ GLVFRXQW UDWH

%DODQFH '"HFHPEHU
21 ZKLFK

&EXUUHQW \HDU

1RQ FXUUHQW ! \HDU

7KH VLIJQLILFDQW LQFUHDVH LQ SURYLRURDQRWRBYBYHGLRR
'"HFHPEHULY UHODWHG WR UHFRJQL\§

L6p RI
U \ 3 YLVLRQ LV U¥
UHVWUXFWXULQJ SURYLVLRQ D JHQH ; @@‘@%WLH DUWLOJ IUR
\ XPEVEwW cDwb RYHU WKt

IRU RXU (9& EXVLQHVYVY XQLW DQG WK
HHYWLPDWH RI WKH H[SHFWH ¢

PRLVWXUH LVVXH IRU RXU 6*6 EXVLQH
PDLQO\ FDXVHG E\ WKH IDFW WKDW RXU
LV QRZ IXOO\ LQFRUSRUDWHG LQ RX
$ UHVWUXFWXULQJ SURYLVLRQ KDV ERH @ GHRARRIRWVKESYEXMIQIFLHQW GDWD V
DV $OIHQ FRPPLWWHG WR D SODQHNRy UHDYWIY XFRAXYURYKRLRQ LV UHFRJQ
"XWFK EXVLQHVV LQ DOLJQPHQW ZLWKHYSKHH WWEHDYWWRUH RXWIORZ WKDW LV Q
YDOLGDWLRQ DQG ULJKW VL]LQJ HQJIDJHRH Ry V KIROGHMAIFWHIUH VWLOO XQC
LQ D UHGXFWLRQ RI MREV $Q DJUHWRHQAWEZHRM WKH UHSRUWLQJ SHULRG 7
UHDFKHG ZLWK WKH ORFDO XQLRQ UHRKANORWPWEVNHERQ KLVWRULFDO GD

1IRYHPEHU ZKLFK VSHFLILHV WKH QXfXbHd RXWWOR?Y?V DUH GLVFRXQWHG D\
LQYROYHG DQG WKH YROXQWDU\ UHGXQGDQF\ FRPSHQVDWLRQ

SDFNDJH RIIHUHG DV ZHOO DV DPRXQWV SD\DEOH WR WKHVH
PDGH UHGXQGDQW 7KH WRWDO HVWLPBWHEXWWDIVRYLVLRQ

UHVWUXFWXULQJ FRVWY WR EH LQFXU G

ZKLFK K PLOOLRQ LV UHODWHG WR FF

DJUHHPHQWY DQG DUH WKHUHIRUH W %
L

1.
RWKHU OLDELOLWLHYVY 7KH UHPDLQLQ Z“S/ g?l
457

PL@Q& "9 RRo Lv b zbuub
6*6 EXVLQHVV XQ

RQ WKH HVWLPDWH

WKH VXEVWDWL

PLOOLRQ LV H[SHFWHG WR EH IX0O0\ X \ 3 }{AﬂVJ(ﬁﬁ@/vVROXWLRQV -

PRQWKYV HVWLPDWHG IXWXUH RXWIORZV DUH GL\
GLVFRXQW UDWH RI

SHVWUXFWXULQJ SURYLVLRQ

-XELOHH SURYLVLRQ

7KH MXELOHH SURYLVLRQ LV FDOFXODWHG EDVHG RQ WKH
GLVFRXQWHG YDOXH RI IXWXUH MXELOHH SD\PHQWV WR WKH
&RPSDQ\!'V HPSOR\HHVY 7KH FDOFXODWLRQ LQFOXGHYV
HVWLPDWHG UHPDLQLQJ HPSOR\PHQW WHUPV DQG D
GLVFRXQW UDWH RI



1R
‘ 7UDGH DQG RWKHU SD\DEOHYV

,Q (85 '"HEHPEHU

=y &SROWLQJHQFLHYV 1R
FRPPLWPHQWYV 5HODWHG SDUW\ WUDQV

"HEHPEHU %DQN JXDUDQWHHYV $00 OHJDO HQWLWLHV WKDW FDQ EH FF

7UDGH SD\DEOHV

ROOHG RU VLJQLILFDQWO\ LQIOX

$PRXQWV GXH WR FXVWRPHUV IRU FRQWUDFW ZRUN

FRQWU
%DQN JXDUDQWHHV DPRXQWLQJ WR KWRQPEHPBLLBQOB%G SDUW\ $OVR HQWL\
RXWVWDQGHBHFABMUZLWK GLIIHUHQW QWO\ FROWURO RU VLJOLILFDQWO\

2WKHU WD[HV

GDWHV LQ ILQD @RL® OXUHDKIH U DUH FRQVLGHUHG D UHODWHG SDUW\

2ZWKHU OLDELOLWLHV

JLVEDO XQLW\ DQG VXSHUYLVRU\ GLUHFWRUYV DQG FOF

2WKHU OLDELOLWLHY 6LJQHG VHYHUDQFH DJUHHPHQWYV

UHJDUGHG DV UHODWHG SDUWLHV

7TRWDO

7KH &RPSDQ\ IRUPV D ILVFDO XQLW\ ZLWK $OIHQ % 9
$OIHQ ,&8 % 9 $OIHQ ,QWHUQDWLRQDRW U DRFSREIHWWUDQRVDFWLRQV DUH FD

$00 FXUUHQW OLDELOLWLHYV IDOO GXH LQ OHVV WKDQ RQH \HDU 7KH BURMHFWYV % 9 IRU FRUSRUDWH LQFRPAHWH ¢,7 )RrU
IDLU YDOXH RI WKH FXUUHQW OLDELOLWLHV DSSUR[LPDWHYV WKH YDOXH DGGHG WD[ 9$7 SXUSRVHV WKH U VEDORYLEWWUDQVDFWLRQV ZHUH F
FDUU\LQJ DPRXQW GXH WR LWV VKRUW WHUP FKDUDFWHU FRQVLVWYV Rl $OIHQ 1.9 ~$OIHQ % 9 $QI§RwHE % Pu W Ry o

$OIHQ 3URMHFWYV % 9 3XUVXDQW WR WK &ﬁO)lgDH WLFEP&R{N%,RUPV\MH VDWLR
7KH FDUU\LQJ DPRXQWYV RI WKH &RPSDQ\!V WUDGH DQG 7D[HV $FW WKH &RPSDQ\ DORQJ ZLWK WKHM M%JL Q RRY/HQ Q
RWKHU SD\DEOHV DUH GHQRPLQDWHG LQ WKH IROORZLQJ WKDW LV SDUW RI WKH ILVFDO HQWLW)\ (Vv 6&ORUGE B\OREG FERURIH QOVOA

FXUUHQFLHYV

OLDEOH IRU WD[DWLRQ SD\DEOH E\ WKH (LWHPXQXHUMVLRO Rl WKH ODQDJHPH(
DQG 6XSHUYLVRWH%RDUG

0 (85 21l EDODQFH VKHHW FRPPLWPHQWYV
&XUUHQF\ 'HFHPEHU 'HFHPEHU 7KH &RPSDQ\ KDV D ORQJ WHUP VXSS UHHPHQW IRU
(852 *ZK RI EDWWHULHV LQ SODFH IRU W ULRG
86" .l WKLV FRPPLWPHQW LV QRW PH wKE QW KIWWVHU UHSRUW
$063 FRQWUDFW D SHQDOW\ RI Rl WKH XQXVHG YROXPH
6( EHFRPHV SD\DEOH LQ WKH VXEVHTXHQWHHUBWUH QR HYHQWYV DIWHU WKH UHS
-RLQW DQG VHYHUDO OLDELOLWLHV
1R $PRXQWYV UHFRJQLVHG LQ WKH VWDWHRPHB® RP KDV DVVXPHG MRLQW DQG VHYHUDO OLDELOLWLHV LQ
/HDVHV FRPSUHKHQVLYH LQFRPH DQG FDVK IORFZRMRUGDQFH ZLWK DUWLFOH 3DUW RI %RRN RI 7KH

'XWFK &LYLO &RGH ZLWK UHVSHFW WR LWV VXEVLGLDULHV $0OIHQ

%HVLGHV WKH LQWHUHVW H[SHQVHV WHQDWHE ¥R 03 Davdop o

= VA Rl VA N

7KH &RPSDQ\ OHDVHV VHYHUDO DVVH'Q[ DETOLWLHAY DQG GHSUHFLDWLRQ FKDUJHV ' RQ ULJKW RI XVH

FRPELQHG LQWR WKH DVVHW FODVVH'ByVHWY BV 1BW ~

DCRW ILQ

LL ODQXIDFWXULQJ HTXLSPHQW LLLYUFHVSAFWLYHOBWRWFRRPLVHG ZLWKLQ WKH

DQG LY &RPSDQ\ FDUV 7KHVH FRQWUWRDNVHRPHBWWILERPOVHKHQVLYH LQFRPH K PLOOLRQ
HQWHUHG LQWR IRU D SHULRG EHWZHHQ RQGCpLOHPRY BEXWDWLQJ WR OHDVHV RI ORZ YDOXH
VRPH OHDVHV PD\ LQFOXGH UHQHZDO ®RE®VRY WHE RULQLUIM-R@AHUP OHDVHYV

RSWLRQV

7TRWDO FDVK RXWIORZDRWK OHPNVGIV LIR®

7KH &RPSDQ\ OHDVHYV 2IILFH HTXLSPHQW % * plld &

\Y,

7KHVH OHDVHV DUH FRQVLGHUHG ORZ YDOXH OHDVHV IRU
ZKLFK WKH &RPSDQ\ KDV HOHFWHG QR\WVW R VUHRFR PQIGV WHUPLQDWLRQ RSWLRQV

ULJKW RI XVH DVVHWYVY DQG OHDVH OL?EIHO&LFWD%V

Q\ KDV VHYHUDO FRQWUDFWY ZLWKLQ DVVHW FODVV

5LJKW RI XVH DVVHWYV /IDQG % XLOGLQJV DQG ODQXIDFWXULQJ HTXLSPHQW WKDW
LQFOXGH UHQHZDO DQG WHUPLQDWLRQ RSWLRQV RU D

5LJKW RI XVH DVVHWV UHODWH WR O HBR/F WKW WRSRRRA BWmBEH tito o

WKH GHILQLWLRQ RI' LQYHVWPHQW SUBRIWYP® REWVRYY QWHCLQFOXGHG LQ WKH PHDVXUHPHQW R

DV SURSHUW\ SODQW DQG HTXLSPHQWKAKERHOPWHLDELOLWLHY &RQVHTXHQWO\ QR WHUPLQDWLRQ
VHSDUDWHO\TRWH ORN KRR RD Q\ KDV QFRSWLRQV DUH LQFOXGHG
L

ULJKW RI XVH DVVHWVY WKDW PHHW WKH GHILQLW
LQYHVWPHQW SURSHUW\

$O0IHQ $QQXDO 5HSRUW

RQ RI



&RPSDQ\ ILQDQFLDO VWD

&RRPSDQ\ FDODQFH VKHHW
&RPSDQ\ Il QFRPH VWDWHPHQW
TRWHV WR WKH FRPSDQ\ ILQDQFLDO VWDWHPHQWYV

$OIHQ $QQXDO 5HSRUW



&RPSDQ\ EDODQFH VKHHW &RPSDQ\ LQFRPH VWDWHPHQW

,Q (85 1RWH 'HFHPEHU '"HFHPEHU ,Q (85 1RWH

EHIRUH DSSURSULDWLRQ RI SURILW '"HSUHFLDWLRQ RQ SURSHUW\ SODQW DQG HTXLSPHQW
*HQHUDO H[SHQVHV

$VVHWYV 2SHUDWLQJ SURILW ORVYV

1RQ FXUUHQW DVVHWYV JLODQFH LQFRPH

BURSHUW\ SODQW DQG HTXLSPHQW JLQDQFH H[SHQVHV

,QYHVWPHQWY LQ VXEVLGLDULHV JLODQFH LQFRPH FRVWYV QHW

'"HIHUUHG WD[ DVVHWYV

BURILW ORVV EHIRUH LQFRPH WD]

,QFRPH WD[ H[SHQVH

&XUUHQW DVVHWYV 6KDUH RI QHW SURILW RI LQYHVWPHQWY LQ VXEVLGLDULHYV

S5HFHLYDEOHYV B3URILW ORVV IRU WKH SHULRG DIWHU LQFRPH WD]

&DVK DQG FDVK HTXLYDOHQWYV

7TRWDO DVVHWYV

(TXLW\ DQG OLDELOLWLHYV

6KDUHKROGHUV HTXLW\

6KDUH FDSLWDO

6KDUH SUHPLXP

/HIDO DQG VWDWXWRU\ UHVHUYHV

5HWDLQHG HDUQLQJV

5HVXOW IRU WKH \HDU

BURYLVLRQV

1RQ FXUUHQW OLDELOLWLHV

&XUUHQW OLDELOLWLHYV

7TRWDO HTXLW\ DQG OLDELOLWLHYV

$0IHQ $QQXDO 5HSRUW



1IRWHV WR WKH &RPSDOQ\
ILODQFLDO VWDWHPHQWYV
BBB

1R 1R .
‘ *HQHUDO LQIRUPDWLR‘ JLQDQFLDO IL[HG DVV w5550 %5XLOGLQIV

&RVW

7KH FRPSDQ\ ILQDQFLDO VWDWHPHQW VoBh/SPP W RWWKHO FROVROLGDW
FRQVROLGDWHG ILQDQFLDO VWDWHPHQQNV RIS0IHD 1 9 Q $FFXPXODWHG LPSDLUPHQWY DQG GHSUHFLDWLRQ

KHUHDIWHU WKH &RPSDQ\ &RQVROLGDWHG VXEVLGLDULHV DUH |1HW ERRN YDOXH
LQWHUPHGLDWH VXEVLGLDULHV RYHL
KDV FRQWURO 7KH &RPSDQ\ FRQWUR(ORYHPHQWV LQ ERRN YDOXH
LV H[SRVHG RU KDV ULJKWV WR YDU $GGLWLRQV

%DVLV RI SUHSDUDWLRQYROYHPHQW ZLWK WKH VXEVLGLDU 'LVSRVDOV
DITHFW WKRVH UHWXUQV WKURXJK LW 'HSUHFLDWLRQ IRU WKH \HDU

7KH &RPSDQ\ ILQDQFLDO VWDWHPHQWYXEN$EHPY 1 §XRWYGLDULHYV DUH UHF 'y F  DWLRQ RI GLVSRVDOV
EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWRBBEW K BFRRWUR® LV WUDQVIHUUHG
WKH 'XWFK &LYLO &RGH ,Q DFFRUGDQFHVHUWPKHGLRWHRKROGLQJ HQWLWLHV
DUWLFOH %RRN RI WKH 'XWFK &LYYBPeWEH GpH FRQWURO FHDVHYV $W  'HEHPEHU

&RPSDQ\ ILQDQFLDO VWDWHPHQWYV DU%@NV‘*V@PH@@I\}E@&HﬁBQROLGDWHG VX &RVW
WkH DEFRXQWLQJ SULQFELSOHV RI UHFIJOW YRS Dlgv}é?]%HﬁWﬁQD!VVHW YDOXH 1H $FFXPXODWHG LPSDLUPHQWY DQG GHSUHFLDWLRQ

PHDVXUHPHQW DQG GHWHUPLQDWLRQF\R% WER! EW p | DVVHWV SIZGRVIO) OAW ERRN YDOXH
LQ WKH FRQVROLGDWHG ILQDQFLDO VWDMWHRHQWNM v / é”tHWHUPLQDWLRQ QJ Q

SULQFLSOHV DOVR LQFOXGH WKH FODYY[FDIKRONREG | He 1Q WKH FRQVR sw  -50XDUY
SUHVHQWDWLRQ RI ILQDQFLDO LQVWUXRHBRWYHEWLRI T BRI R D OHIDWLY
LQVWUXPHQWYV RU ILQDQFLDO OLDELOWY¥WWVG L DU\ WKH QHIDWLYH YDOXH L onv?

'Q FDVH QR RWKHU SROLFLHV DUH PHOWARGRE QYHGHY WHR Ry MKH UHVSHFwW SEEXPXODIWRG LRSDLUPHQWY DQS GHSUNFLDWLR
DFFRXQWLQJ SROLFLHV DV GHVFULEH@Q® BF%HQ%‘QK?%KHQ DQG RQO\ 1HW ERRN YDOXH
SROLFLHV LQ WKH FRQVROLGDWHG ILOIBEPPRO WY B wWHEpUH WRM RYKH XQGHUO

WKLV $QQXDO 5HSRUW )RU DQ DSSURRBDBEBWYMRHNVIRYsBM WoswR'g-VLRQ IRU ORYTSVT;W\\// HQ ERRN ¥YDOXH
WKH FRPSDQ\ ILQDQFLDO VWDWHPHQWAXRYs®4tRBLHY $GG Q

VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK WKH FRQVROLGDWHG 'LVSRVDOV

ILQDQFLDO VWDWHPHQWYV '"HSUHFLDWLRQ IRU WKH \HDU
"H HFLDWLR R LVSRVDOV

$00 DPRXQWV KDYH EHHQ URXQGHG H3QHR SHYW W)\ SODQW D Q¢ SU Q RIGLVS °

WKRXVDQG XQOHVV RWKHUZLVH LQG HG 7KH EDODQFH

VKHHW DQG LQFRPH VWDWHPHQW LQFQXE&HYWHWHIIW DQG HTXLSPHQW F sw  'HEHPEHU

7KHVH UHIHU WR WKH QRWHYV RZQHG DVVHWY 7KH PRYHPHQW LQ SUgryw

7KH FRPSDQ\ SUHSDUHG LWV FRQVROLGH, g&H'g\%’DCQ)&.Il'LDCgJ WKH \HDU ZDV DV
VWDWHPHQWY LQ DFFRUGDQFH ZLWK WKH ,)56 $FFRXQWLQJ $FFXPXODWHG LPSDLUPHQWY DQG GHSUHFLDWLRQ

BWDQGDUGYV DV DGRSWHG LQ WKH (XURSHDQ 8QLRQ &ORVLQJ QHW ERRN YDOXH
KHUHDIWHU ,)56 $FFRXQWLQJ 6WDQGDUGYV

$O0IHQ $QQXDO 5HSRUW



1R
‘Illi L, QYHVWPHQWY LQ VXEVLGLDULHYV

7KH PRYHPHQW LQ VXEVLGLDULHYV GXULQJ WKH \HDUV ZDV DV
IROORZV

,Q (85 ,QYHVWPHQW LQ VXEVLGLDULH®

$W -DQXDU\
,QYHVWPHQW LQ VXEVLGLDULHV

ORYHPHQWV LQ ERRN YDOXH
L QYHVWPHQWYV

6KDUH Rl SURILW LQ SDUWLFLSDWLRQV
1HIJDWLYH HTXLW\ DGMXVWPHQWY UHYHUVDOV
&DSLWDO FRQWULEXWLRQ

'LYLGHQG UHFHLYHG

$W  'HFHPEHU
,QYHVWPHQW LQ VXEVLGLDULHYV

$W -DQXDU\
,QYHVWPHQW LQ VXEVLGLDULHYV

ORYHPHQWYV LQ ERRN YDOXH

L, QYHVWPHQWYV

6KDUH RI SURILW LQ SDUWLFLSDWLRQV
1HIJDWLYH HTXLW\ DGMXVWPHQWY UHYHUVDOV
&DSLWDO FRQWULEXWLRQ

‘LYLGHQG UHFHLYHG

$W 'HFHPEHU
,QYHVWPHQW LQ VXEVLGLDULHYV

7KH QHJDWLYH HTXLW\ DGMXVWPHQW UHYHUVDO RI K
WKRXVDQ®& WKRXVDQG IURP WKH SURYLVLRQ

IRU ORVV PDNLQJ VXEVLGLDULHV LV UHODWHG WR WKH SRVLWLYH
UHVXOW RI $0IHQ ,QWHUQDWLRQDO % 9

7KH &RPSDQ\ LV ZKROO\ DQG VHYHUDOO\ OLDEOH IRU WKH
ORDQV RI $O0IHQ ,QWHUQDWLRQDO % 9 &RQVHTXHQWO\ D
SURYLVLRQ IRU ORVV PDNLQJ VXEVLGLDULHV RI K
WKRXVDQ®& WKRXVDQG LV UHFRJQLVHG

UHODWHG WR WKH QHJDWLYH HTXLW\ YDOXH RI $OIHQ
,QWHUQDWLRQDO % 9

$0IHQ $QQXDO 5HSRUW

7KH VKDUH LQ WKH HTXLW\ RI WKH VXEVLGLDULHV ZDV DV

IROORZV

6KDUH LQ ,VVXHG VKDUH FDSLWDO
'"HFHPEHU

$O0OIHQ % 9 $OPHUH

$OIHQ ,&8 % 9 S$SOPHUH

$0IHQ ,QWHUQDWLRQDO % 9 $OPHUH

$O0OIHQ BURMHFWY % 9 $OPHUH

$OIHQ %HOJL« %9 *HQW

$O0IHQ (ONDPR 2\ $E 3LHWDUVDDUL

1R
‘ 'HIHUUHG WD[ DVVHWYV

,Q (85

'"HIHUUHG WD[ DVVHWYV '"HFHPEHU

'"HFHPEHU

&DUU\ IRUZDUG ORVVHYV

7TRWDO

21 ZKLFK

&XUUHQW \HDU

1RQ FXUUHQW ! \HDU

1R
‘ SHFHLYDEOHYV

,Q (85 '"HFHPEHU

'"HFHPEHU

'XH IURP DIILOLDWHG FRPSDQLHV

&RUSRUDWH LQFRPH WD]

2WKHU UHFHLYDEOHYV

7TRWDO

5HFHLYDEOHY DOO KDYH D UHPDLQLQJ WHUP WR PDWXULW\ RI
OHVV WKDQ RQH \HDU XQOHVV VWDWHG RWKHUZLVH 7KH IDLU
YDOXH RI WKH UHFHLYDEOHY DSSUR[LPDWHYV WKH FDUU\LQJ
DPRXQW 1R EUHDNGRZQ RI WKH IDLU YDOXHV RI WKH
UHFHLYDEOHYV KDV EHHQ LQFOXGHG DV WKH GLITHUHQFHYV

EHWZHHQ WKH FDUU\LQJ DPRXQWY DQG WKH

LQVLJQLILFDQW

IDLU YDOXHV DUH

7KH UHFHLYDEOHYV GXH IURP DIILOLDWHG FRPSDQLHV EHDU
QR LQWHUHVW :LWK UHVSHFW WR UHSD\PHQW DQG VHFXULWLHYV

QRWKLQJ KDV EHHQ DJUHHG



1R 1R
Illi &DVK DQG FDVK HTXLYDOHQWYV Illi 1RQ FXUUHQW OLDELOLWLHYV

.Q (85 HFHPEHU HFHPEHU ,Q (85 'HFHPEHU '"HFHPEHU
&DVK DQG FDVK HTXLYDOHQWYV %RUURZLQJV
7RWDO 7RWDO

7KH FDVK DQG FDVK HTXLYDOHQWY DUH IUHHO\ GLVSRVDEOH

7KH UHSD\PHQW R E O'IHIEPHWPIERHQLDY SHU
WR WKH &RPSDQ\ Q

DV IROORZV

1R 6KDUH SUHPLXP ,Q (85 '"HFHPEHUS5HSD\PHQWS5HPDLQLQBHPDLQLQJ
6KDUHKROGHUV HTXL REOLIJDWWRQP ! \HDU WHUP
WRH VKDUH SUHPLXP UHVHUYH UHODW LQ DQG \HDU !'\HDUV
LVVXHG VKDUHV LQ H[FHVV RI WKH QR %RUURZLQJV
6KDUH FDSLWDO VKDUHV DERYH SDU YDOXH ZRWDO
6KDUH FDSLAVHP BMUR I K
K LV GLYLGHG LQWR SHWDLQHG HDUQLQJV 5HSD\PHQWYV GXH ZLWKLQ PRQWKYV RI WKH UHSRUWLQJ
RUGLQDU\ VKDUHYV IXOO\ SDLG XS 7KH UHWDLQHG HDRIQQ@QUR@RDYH UHVWEDRWNH®E WKHVKRXWRD &
ZLWK D SDU YDOXH RK K HDWRO GXH WR D OHJDO BHOBUR® RI K WKRXVDQG KDYH EHHQ UHFRJQLVHG DV FXUUHQW OLDELOLWLHV
VKDUHV DXWKRULVHG FRPSULVH Rl PLOORRBLYOUAK LV QRW DYDLODEOH IRH GHYYI A& Wek%mme FrovROLGDWHG
5HVXOW IRU WKH \HDU ILQDQFLDO VWDWHPHQWYV
L O &S iV iR i SURSRYDO WR WKH “HQHUDO OHMWLEY LV WKDW 0 ORVY Al
LOOLRQ ZLOO EH UHFRJQLVHG L VDLQHG HDUQLQJV
,Q (85 6KDUH 6KDUHHJDO D@EWDLQHHGY XOW IRURWDO &XUUHQW OLDELOLWLHV
FDSLWBOHPLXRWWDWXWRDUQLQJIWKH \HDUHTXLW\
UHVHUYHV ,Q (85 "HFHPEHU "HFHPEHU
%DODQFH -DQXDU\

5HSD\PHQW REOLJDWLRQ ERUURZLQJV

7UDGH SD\DEOHYV

'XH WR DIILOLDWHG FRPSDQLHV

&RUSRUDWH LQFRPH WD]|

2WKHU WD[HV

%DQN RYHUGUDIWV

2WKHU OLDELOLWLHY DQG DFFUXHG H[SHQVHYV

,VVXDQFH RI RUGLQDU\ VKDUHVY QHW RI WD|
3XUFKDVH RI WUHDVXU\ VKDUHYV

6KDUH EDVHG SD\PHQW WUDQVDFWLRQV
'LYLGHQG

$OORFDWLRQ RI SULRU UHVXOW
$GGLWLRQV

7TRWDO
BURILW ORVV IRU WKH SHULRG
%DODQFH '"HFHPEHU $00 FXUUHQW OLDELOLWLHY IDOO GXH LQ OHVV WKDQ RQH \HDU 7KH
IDLU YDOXH RI WKH FXUUHQW OLDELOLWLHY DSSUR[LPDWHV WKH
VVXDQFH RI RUGLQDU\ VKDUHV QHW RI WD][ FDUU\LQJ DPRXQWY GXH WR LWV VKRUW WHUP FKDUDFWHU
3XUFKDVH RI WUHDVXU\ VKDUHYV 7KH SD\DEOHV GXH WR DIILOLDWHG FRPSDQLHV EHDU QR
6KDUH EDVHG SD\PHQW WUDQVDFWLRQV LOQWHUHVW :LWK UHVSHFW WR UHSD\PHQW DQG VHFXULWLHV
'LYLGHQG ORWKLQJ KDV EHHQ DJUHHGRWHIHUHQFH LV PDGH WR
$OORFDWLRQ RI SULRU UHVXOW Rl WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

$GGLWLRQV
3URILW ORVV IRU WKH SHULRG

%DODQFH "HFHPEHU

$0IHQ $QQXDO 5HSRUW



B &SROQWLQJHQFLHYV
FRPPLWPHQWYV

JLVFEDO XQLW\

7KH &RPSDQ\ IRUPV D ILVFDO XQLW\ ZLWK $OIHQ % 9

$OIHQ ,&8 % 9 $O0IHQ ,QWHUQDWLRQDO % 9 DQG $O0IHQ
3URMHFWY % 9 IRU FRUSRUDWH LQFRPH WD[ &,7 )RU

YDOXH DGGHG WD[ 9%7 SXUSRVHV WKH ILVFDO XQLW\

FRQVLVWV RI $OIHQ 1 9 $OIHQ % 9 $OIHQ ,&8 % 9 DQG

$0OIHQ 3URMHFWY % 9 3XUVXDQW WR WKH &ROOHFWLRQ RI 6WDWH
7D[HV $FW WKH &RPSDQ\ DORQJ ZLWK WKH VXEVLGLDU\

WKDW LV SDUW RI WKH ILVFDO HQWLW\ LV ZKROO\ DQG VHYHUDOO\

OLDEOH IRU WD[DWLRQ SD\DEOH E\ WKH ILVFDO XQLW\
21l EDODQFH VKHHW FRPPLWPHQWYV

7KH &RPSDQ\ KDV D ORQJ WHUP VXSSO\ DJUHHPHQW IRU
*2K RI EDWWHULHYV LQ SODFH IRU WKH SHULRG
| WKLV FRPPLWPHQW LV QRW PHW DW WKH HQG RI WKH
FRQWUDFW D SHQDOW\ RI RI WKH XQXVHG YROXPH
EHFRPHYV SD\DEOH LQ WKH VXEVHTXHQW \HDU

-RLQW DQG VHYHUDO OLDELOLWLHYV

$O0IHQ 1 9 KDV DVVXPHG MRLQW DQG VHYHUDO OLDELOLWLHV LQ
DFFRUGDQFH ZLWK DUWLFOH 3DUW Rl %RRN RI 7KH

'XWFK &LYLO &RGH ZLWK UHVSHFW WR LWV VXEVLGLDULHYV $0IHQ
% 9 DQG $0OIHQ ,&8 % 9

1R
$XGLW IHHYV

7KH IROORZLQJ DXGLW IHHVY ZHUH H[SHQVHG LQ WKH LQFRPH
VWDWHPHQW LQ WKH UHSRUWLQJ SHULRG

,Q (85 SBULFHZDWHUKRXVHZWRBHUVHWZRUN/ RWDO QHWZRUN
$FFRXQWDQWYV 1 9

$XGLW RI WKH ILQDQFLDO VWDWHPHQWYV

/ILPLWHG DVVXUDQFH SURFHGXUHV RQ
WKH VXVWDLQDELOLW\ VWDWHPHQWYV

2WKHU DXGLW SURFHGXUHV
7D[ VHUYLFHYV

2ZWKHU QRQ DXGLW VHUYLFHV
7TRWDO

7KHVH IHHVY UHODWH WRODW&H DXGLW RI WKH
ILQDQFLDO VWDWHPHQWY UHJDUGOHVV RI ZKHWKHU WKH ZRUN
ZDV SHUIRUPHG GXULQJ WKH ILQDQFLDO \HDU

$O0IHQ $QQXDO 5HSRUW

= $YHUDJH QXPEHU
HPSOR\HHV
'XULQJ WKH \WKH DYHUDJH QXPEHU RI
HPSOR\HHV EDVHG RQ IXOO WLPH HTXLYDOHQWYV ZDV

2l WKHVH HPSOR\HHV QR HPSOR\HHV ZHUH
HPSOR\HG RXWVLGH WKH 1IHWKHUODQGYV

1R
‘ (YHQWYV DIWHU UHSRUWLQJ GDWH

7KHUH DUH QR HYHQWY DIWHU WKH UHSRUWLQJ SHULRG



$XWKRULVDWLRQ RI WKH ILQDQFLDO VWDWHPHQWYV

$OPHUH JHEUXDU\

$OIHQ 1 9

ODQDJHPHQW %RDUG

ODUFR 5RF 20QR .UDS
&(2 &)2

6 XSHUYLVRU\ %RDUG

+HQN WHQ + ODULD $QKDOW

$0IHQ $QQXDO 5HSRUW

OLFKHOOH /HVK
& &2

:LOOHP $FNHUPDQV

-HDQLQH YDQ GHU 90LVW



2ZWKHU LQIRUPDWLRQ

RURYIVIRQ 1 Q WKH $UWIFOHV Rl $VVRFLDWLRQ UHODWLQJ WR SURILW DSSURSULDWL
JQGHSHQGHQW PXGLWRU V UHSRUW
/IPILWHG DVVXUDQFH UHSRUW RI WKH I

""" -~

GHSHQGHQW DXGLWRU RQ WKH VXVWDLQDELC

$OIHQ $QQXDO 5HSRUW



SBURYLVLRQ LQ WKH $UWLFOHWYWHRPQDIJHPHQW %RDUG PD\ ZLWK WKE HSSHBROYGE QW DXGLWRU!V UHSRUW
LVRU\ %RDUG GHFLGH WKDW D GLVWULEXWLRQ

w
$VVRFLDWLRQ UHODWLQJ WRQ@%‘IS@SEWVKDOO QRW WDNH SODFHHDWYHDHAD WHR SVKRHR®WORZLQJ SDJH
DSSURSULDWLRQ EXW DV D SD\PHQW LQ 6KDUHV RU GHFLGH WKDW KROGHUV

Rl 6KDUHV VKDOO KDYH WKH RSWLRQ WR UHFHLYH D
SUWLFOH LQ WKH DUWLFOHV RI DVVRFtDWARIQE KQRROCHIVWKEDVK SD\PHQW DQG RU DV D
IROORZLQJ LQIRUPDWLRQ FRQFHUQLQJ SPRPHWW LQ 6KDUHV RXW RI WKH SURILW DQG RU DW WKH

DSSURSULDWLRQ H[SHQVH Rl UHVHUYHV SURYLGHG WKDW WKH
7KH ODQDJHPHQW %RDUG ZLWK WKH DIPPRQURHPO @W WotpUG LV GHVLIJQDWHG E\ WKH *HQHUDO
6XSHUYLVRU\ %RDUG PD\ GHFLGH WKDOWHWKIQ L 8RUMKWVWQW WR $UWLFOHV LWK WKH

UHDOLVHG GXULQJ D ILQDQFLDO \HDUDRBOR RRDOSRIUWKB EXSEMYLVRU\ %RDUG WKH

DSSURSULDWHG WR LQFUHDVH DQG RUWDRDRP HAHQAHW YHWRDUG VKDOO GHWHUPLQH WKH

7KH SURILWY UHPDLQLQJ DIWHU DSSOERQWLWORRQVGDWEOORDEOH WR WKH DIRUHPHQWLRQHG
VKDOO EH SXW DW WKH GLVSRVDO FKIRWKHV*HQHUDO

OHHWLQJ 7KH ODQDJHPHQW %RDUG ZiMHK RS DQ\ V SROLF\ RQ UHVHUYHYV DQG GLYLGHQGV

DSSURYDO RI WKH 6XSHUYLVRU\ %RDUWXDW® EQ BPMHDOPLQHG DQG FDQ EH DPHQGHG E\ WKH

SURSRVDO IRU WKDW SXUSRVH $ SURSBUYDPHWRESP\%WRDUG VXEMHFW WR WKH DSSURYDO RI

GLYLGHQG VKDOO EH GHDOW ZLWK D VWK WHSOSHUW IHVIRIMWQERDUG 7KH DGRSWLRQ DQG

LWHP DW WKH $QQXDO *HQHUDO OHHWWR#HBRHDIWHU HDFK DPHQGPHQW RI WKH SROLF\ RQ

6KDUHKROGHUYV UHVHUYHY DQG GLYLGHQGYV VKDOO EH GLVFXVVHG DQG

'LVWULEXWLRQV IURP WKH FRPSDQ\ V BHMKOLWEN® PREOHBHDW WKH *HQHUDO OHHWLQJ RI

UHVHUYHV DUH PDGH SXUVXDQW WR DeKHBVRRROYERQWVRKWEKKHU D VHSDUDWH DJHQGD LWHP

gggﬁdﬂf\?g&’v\ ‘Z{/"Egﬂg ZLWK WKH DSSURYRQ R M 'RQVv PD\ EH PDGH RQO\ LQVRIDU DV WKH

b FRPSDO\V HTXLW\ H[FHHGV WKH DPRXQW RI WKH SDLG
SURYLGHG LW DSSHDUV IURP DQ LQWHYS B YT PWHEHEW Klspuw RI WKH LVVXHG FDSLWDO
DVVHWYV VLIJQHG E\ WKH 0DQDJHPHQW %Fl)i,& WD WA Wk UHVHUYHV ZKLFK PXVW EH NHSW E\

UHTXLUHPHQW PHQWLRQHG LQ SUWLFQH,wxFEREFFIKRLEY7 RU WKHVH SUWLFOHV RI $VVRFLDWLRQ
WKH SRVLWLRQ RI WKH &RPSDQ\ V DVVHWYV KDV EHHQ

IXOILOOHG WKH ODQDJHPHQW %RDUG PD\ ZLWK WKH
DSSURYDO RI WKH 6XSHUYLVRU\ %RDUG PDNH RQH RU
PRUH LOQWHULP GLVWULEXWLRQV WR WKH KROGHUYV RI
6KDUHYV

$O0IHQ $QQXDO 5HSRUW



'QGHSHQGHQW DXGLWRU V
UHSRUW
BBB

7R WKH JHQHUDO PHHWLQJ DQG WKH WKIS FRPISDRQU\IERDQELRIO VWDWHPHQWY ¥RPISUX\HLW DSSURDFK ,Q QRWH RI WKH ILQDQFLDO VWDWHPH

$O0IHQ 1 9 ( WKH FRPSDQ\ EDODQFH VKHHW DV DW  'HFHPEHU GHVFULEHV WKH DUHDV RI MXGJHPHQW
'H GHVLJQHG RXU DXGLW SURFHGXUH\DZERKQWH\QSHFROWRLHYV DQG WKH NH\ V|

H WHUV IUDXG D Q GXDFEIHYWMDRQMHAU OL YHRGWKH HVWLPDWLR

SHSRUW RQ WKH ILQDQFLDO mHﬁewﬁggH@WH VWDWHPHQW W@H%Wﬂ’ XOWLQJ IURP WSDWHQ%?JWM@H%LHQM?LH[WIRHLRH(@W ULVNV RI
DXGLW RI WKH ILQDQFLDO VWDWHP HQRNW B W DWAHFROHVDIQ®HE WKH HVWLPDWHV L

( WKH QRWHV WR WKH FRPSDQ\ ILQDQRLPE YWRWIREXWIVRQ WKHUHRQ 7KHRRURWIDWLRRQWUDFW ZRUN DQG FDSL)

2XU RSLQLRQ FRPSULVLQJ D VXPPDU\ RI WKH DFFRXQWERQySROAXLHRSLQLRQ VXFK DV REUYHOBSEHQWYGFRVWY ZH FRQVLGHUH
DSSOLHG DQG RWKHU H[SODQDWRU\RRQIRYYBWLREY UHODWHG WR LQGLYLENDDXNCHWDRBWW BPOW WWHYHW RXW LQ W

P

,Q RXU RSLQLRQ 7KH ILQDQFLDO UHSRUWLQJ IUDPHZRUWNKDSREE LW SVRPFK TUDXG ULVN D QRD WWH BWWK!G ) WUBVKSHIRPORAKH FRQVLGHULC
F 4

( WKH FRQVROLGDWHG ILQDQFLDO VWHOWHDHDMM RO RAIWRH 1LQDQFLDO vwdRH+HPHbWFH % @V DGGUHVVHG LQ WXQE QRQWH{MXLOQAQZRDWXUH RI WKH L
19 WRJHWKHU ZLWK LWV VXEVLGLDMF'MQWIS@J*(SW&SQ!GDUGVQDS DGRSWHE R QR WHS RY HGHW\HSDUDWH RSLQLRBWRO WRHFOXVLEQW LRR®R DQG 5LIKW 6L]

JLYH D WUXH DQG IDLU YLHZ RI WKHU4QRRHEMOSTRWUWLRQV RI 3DUW RI WRRNH RPWWHUYXwFK ILQDQFLDO VWDWHPHQWYV ZH DOVR FRQ
Rl WKH *URXS DV DW 'HFHPEHU &PDRICORI LAWY IRU WKH FRQVROLGDWHGE#’%WLGE‘% \Q\&D\ﬁv'ﬁpﬂ'&w\ﬁ W NH\ DXGLW PDWWHU
UHVXOW DQG FDVK IORZV IRU WKH \InQ¢ WEH® HREBWERRARQR RI WKH 'XWFK &EYL PLS | K'H [ $OIHQ 1 9 DVVHVVHG WKH SRVVLEOH HI

DFFRUGDQFH ZLWK ,)56 $SFFRXQWLQFRWORGDYLGB M. DO VWDWHPHQWY 45140 1 9 KHUHDIWHU $O0IHQ! RU WARKDQRE DD UWVYVIIIQDQFLDO SRVLWLRQ

Do RnS e I(QTUWRKSHHPXQW?:%LE&L(S%R%%G ZLWK SXEOLF OLPLWHG OLDELOLW\ &RPSDQWHH ([HKXWK YD REPPLWWHH VHFWLRQ
JK\/HR E$|8\M—3V v‘/ka RXU RSLOQL WLYLW\ LV WR GHYHORS SURGXFH BYWOWHRPHQOSWRE XFWW¥XVVHG $O0IHQ 1 9 !
( WKH FRPSDQ\ ILQDQFLDO VWDWHPHQW | ' VEVWHPV DQG VHUYLFHVY UHODWHG WRIRKHURQORFW UV KHWHBUZEWK WKH PDQD.

&RPSDQ\! JLYH D WUXH DQG IDLU YLHZ WHG RXU DXGLW LQ DFFRUGHRFOXGL@K VRRHW JULG VROXWLRQV WKBUIXQUW FRPERMQWIH DQG HYDOXDW
'ILQDQFLDO SRVLWLRQ RI WKH &RPS%%: g%@}ﬁ KH 'XWFK gWDQGDUIgg#@%&WUWE%Q YHKLFOHV DQG HQHUBS DR LRIY W it/ WIRDWRFLDO SRVLWLRQ
A

HFHPEHU DQRG RI LWV UHVXOW I &\Lg HG RI VHYHUD ODNRXPRWHBW@Y DQG HVWLPDWHV 7KH H
HOGHG LO DFFRUGDQFH ZLWK 3DUW FULEHG RXU UHVSR®WLELRNIVEW VFRBDSWHLWY YH @ Q [

NWEK &LYLO &RG U WK LQ WKH VHFWLRQWKHY W RWIR & IFR QY WEHHYWHIR B XU JURXS DX W WERGHHDRWBT QRW FRQVLGHUH

WKH DXGLW Rl WKH ILQDQFLDO vwDW?FSIS()?\?%!Z(@E%)?UHM\/HMﬁWWQ WKH VHFW DR LK RDWWSIW\RIT R XU

-KDW ZH KDYH DXGLWHG ‘H EHOLHYH WKH DXGLW HYLGHQFH ZHUSKDgH REWDqL/QHG LVQ . |;-TH HQVg@’S\/GDI\g@f?xVOWLgHFS;GG':\éV VV\\I/EfPDVsc[
VXILLF DQG DSSURSULDWH WR SUPNYERWUW RADXH VLU RXRXU DXGLW ZHRIHR L .

‘H KDYH DXGLWHG WKH DFFRPSDQ\LQJﬁlégﬁE)q;ﬁ%\% Q PDWHULDOLW\ DQG DVVHVVHG WKH ULFRRSRIWHRFHYLDK.FK DUH QHHGHG IRU

VWDWHPHQWYV RI $O0IHQ 1 9 $PVW KH PLVVWDWHPHQW LQ WKH ILQDQFLDO VENCGAMPRQSOAH@ 1 9

ILQDQFLDO VWDWHPHQWY FRPSULVH W@'%ﬁ%q_}/gk@rh-@#VWG FRQVLGHUHG ZKHUH WKH PDQDJHPHQW ERDUG PDGH

ILQDQFLDO VWDWHPHQWYV RI WKH *URX QG W FRPSDQ\ LPSRUWDQW MXGJHPHQWY IRU H[DPSOH LQ UHVSHFW RI

ILQDQFLDO VWDWHPHQWYV H DUH LQGHSHQGHQW RI $O0IHQ 1 9 LQLDBERUVODHAQFHDEFWKQWLQJ HVWLPDWHY WKDW LQYROYHG PDNLQJ

H (XURSHDQ 8QLRQ 5HJXODWLRQ RQWBHFIWIFRRQV DQG FRQVLGHULQJ IXWXUH HYHQWYV WKDW DUH
7KH ILQDQFLDO VWDWHPHQWYV l:RPSULWETXLUHF’HQWV UHJDUGLQJ VWDWXWROKBXEQW RIXSXEHOUWDLQ ,Q WKHVH FRQVLGHUDWLRQV ZH SDLG
( WKH FRQVROLGDWHG VWDWHPHQW RIQW@RRATMP A GRVIWWVHRQWIM HW WRHDMFWWQWLRQ WR DPRQJVW RWKHUV WKH DVVXPSWLRQV

bw "HFHPEHU DFFRXQWDQWVRUJDQLVDWLHV! WD $0QRLMUOLUBY WKH SK\WLFDO DQG WUDQVLWLRQ ULVN UHODWHG WR
( WKH IROORZLQJ VWDWHPHQWYV IRU VXSWKMLVLRQ DFW WKH 9HURUGHQE®LrQWHN EK®H) JH

FRQVROLGDWHG VWDWHPHQW Rl FRIRUIUHKBQMHYHMNKHLG YDQ DFFRXQWDQWYV ELM

LQFRPH WKH FRQVROLGDWHG FKDQUWHWXU® GIFKR®EC DMRKWHQ! 9L2 &RGH RI (WKLFV IRU

FDVK IORZV DQG BURIHVVLRQDO $FFRXQWDQWY D UHJXODWLRQ ZLWK UHVSHFW

( WKH QRWHV WR WKH FRQVROLGDWH® RLb®®EPHBQGHQFH DQG RWKHU UHOHYDQW LQGHSHQGHQFH
VWDWHPHQWY LQFOXGLQJ PDWHULDG RWOHRQY J @ ROEHE\IHWKHUODQGY )XUWKHUPRUH ZH KDYH

LQIRUPDWLRQ DQG RWKHU H[SODQDWRRSIQHR LWH 9HURUGHQLQJ JHGUDJV HQ
EHURHSVUHJHOV DFFRXQWDQWV! 9*%$ 'XWFK &RGH RI

(WKLFV

$OIHQ $QQXDO 5HSRUW



7TKH RXWOLQH RI RXU DXGLW DSSURDFK zZDV DV IROORZV

ODWHULDOLW\

7KH VFRSH RI

ODWHULDOLW\

(

‘H DOVR WDNH PLVVWDWHPHQWY DQG RRQSERRIVWKGIHUHPDLQLQJ FRPSRQHQWYV
PLVVWDWHPHQWY LQWR DFFRXQW WK PWRUHQWRODWD MXBU MWHRHNDM JURXS UHYHQX
DUH PDWHULDO IRU TXDOLWDWLYH UHDVRIQWY )RU WKRVH UHPDLQLQJ FRPSR

_ SHUIRUPHG DP%a\}%PJ< RWKHU WKLQJV DOQI
2YHUDOO PDWHULDOLW\ K PLOOLRQ :H DJUHHG ZLWK WKH VXSHUYLVRU\ ERPR @ gQN)KyIRW (i RYU DVVHVVPHQW W/

UHSRUW WR WKHP DQ\ PLVVWDWHPHQW Lot QWH-{ BV &) PDOWHULDO PLVV

(
(

(
(
(
(

$XGLW VFRSH RXU DXGLW DERYH K K W¥ PRBPSROHQ WV
S D L D O W B LS AL Rk LRyaT XD O LW W EYIU BN FRADIHP HOQW WHDP SHUIRUP
$XGLW FRYHUDJH Rl FRQVROLGDWHG UHYHQXH RY FRWO & M EBRVYE @k Yo ZJRUN 1RU WKFE'Q]FRPSRSHQWV $OIHO 1 9
DVVHWV DQG ~ RI FRQVROLGDWHG SURILW EHIRUH DL vFRSH RI RXU JURXS DXGLWOIHQ ,&8 % 9 )RU WKH FRPSRQHQW $0
ZH XVHG D FRPSRQHQW DXGLWRU ZKR |
(HY DXGLW PDWWHUVY $OIHQ 1 9 LV WKH SDUHQW FRPSDQ\ RWI@HJHR¥§CR'ODZVQDQQG UHJXODWLRQV W
6WUDWHJ\ YDOLGDWLRQ DQG SLJKW 6L]LQJ SURJUD R &W HWY R WP DAKNH W FRQELDOLRQMUPDWARQYR!I WKLV JURXS LV
3URYLVLRQ IRU PRLVWXUH LQFOXGHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV RI
(VWLPDWHV LQO FRQWUDFW ZRUN $OIHQ 1 9 "KHUH FRPSRQHQW DXGLWRUV SHUIRUP
GHWHUPLQHG WKH OHYHO RI LQYROYHP
&DSLWDOLVDWLRQ RI GHYHORSPHQW FRVWYV 'H DUH UHVSRQVLEOH IRU WKH LGHQWkpFP W RRS® ZRUN WR EH DEOH WR F

DVVHVVPHQW RI WKH ULVNV RI PDWHULD® REWHMWBWEH R IWEFRHow DQG DSSUR

RXU DXGLW ZDV LQIOXHQFHG E\ WKH WKH ILQDQFLDO VWDWHPHQWYV RI WKHLY BX% F4RH @ L ERV WKRUHR XU RSLQLR

DSSOLFDWLRQ RI PDWHULDOLW\ ZKLFK LV IXUWKHU H[SODLQHG ZLWK UHVSHFW WR WKH FRQVROLGDWERG SR L%'[)’\MH%)QN%@Q'%@DO VWDWHPHQ
LQ WKH VHFWLRQ 2XU UHVSRQVLELOLWLHV IRU WKH DXGLW RI WKH RXU ULVN DVVHVVPHQW ZH WDLORUHG WKH VFRSH RI RX
ILQDOFLDO VWDWHPHOWV! DXGLW WR HQVXUH WKDW ZH LQ DJJUHUDWHXHG URUWPHGFWLRQV WR WKH (ON
VXIILFLHQW ZRUN RQ WKH ILQDQFLDO FWR\PHWR B PIIQGWIX\E RWH Y/BIB®HLQ RXU DXGL!
%DVHG RQ RXU SURIHVVLRQDO MXGJHPHQW ZH GHWHUPLQHG XV WR SURYLGH DQ RSLQLRQ RQ WKH LIQQ/MOFLPWLRYBWRFREHENG DPRQJIVW R\
FHUWDLQ TXDQWLWDWLYH WKUHVKROGYV IRU PDWHULDOLW\ DV D ZKROH DQDO\VLYV PDWHULDOLW\ DQG WKH VFR
LQFOXGLQJ WKH RYHUDOO PDWHULDOLW\ IRU WKH ILQDQFLDO HLSODLQHG WR WKH FRPSRQHQW DXGLW
VWDWHPHQWY DV D ZKROH DV VHW RXW LQ WKH WDEOH EHORZ ,Q VHWWLQJ WKH VFRSH RI RXU JURXSRP}GV+gR xS WKH PDLQ GHYHORSPHQ\
7KHVH WRJHWKHU ZLWK TXDOLWDWLYH FRQVLGHUDWLRQYV GHWHUPLQHG ZKDW DXGLW ZRUN QHH@HG W &W PHYRKEHRPSRQHQW DXGLV
KHOSHG XV WR GHWHUPLQH WKH QDWXUH WLPLQJ DQG H[WHQW DW JURXS OHYHO RU FRPSRQHQW OHYHOHBQG £ KNEWIKY PDWHULDOLW\ OHYHC
RI RXU DXGLW SURFHGXUHV RQ WKH LQGLYLGXDO ILQDQFLDO LRQYROYHPHQW RI FRPSRQHQW DXGLWRY¥ BHEHY WSB\URDFK :H KHOG FDC
VWDWHPHQW OLQH LWHPV DQG GLVFORVXUHV DQG WR HYDOXDWH %DVHG RO WKLV RXWFRPH zH VXEMHPRNSE TRRGRQHQW DXGLW WHDP GXULQJ

WKH HIITHFW RI

2YHUDOO JURXS PDWHULDOLW\ K PLOOLRQ K PLOOLRQ

LGHQWLILHG PLVVWDWHPHQWY ERWK FRPSROHOWY $OIHQ 19 S$OIHO % 9 SPHRTRIFAXVYLRQ Rl WKHLU ZRUN 'XU
LQGLYLGXDOO\ DQG LQ DJJUHJDWH RQ WKH ILQDQFLDO
VWDWHPHQWY DV D ZKROH DQG RQ RXU RSLQLRQ

0
$QG $OIHQ (ONDPR 2\ $E WR DXGLWV RFEWKRYMITERWED Yl {QLILFDQW DFFRXQV
ILQODQFLDO LQIRUPDWLRQ WR DFKLHYHC it KH FRPSRQHQW DXGLYV
L

H&
FRYHUDJH RQ ILQDQFLDO OLQH LWHP\/WK%W@G#UQQV%LV&WDW#GSURFHGXUHV C

ILQDQFLDO VWDWHPHQWYV WK RXOG EH RITUHOHYDQFH IRU WK
‘H XVHG RXU SURIHVVLRQDO MXGJHPHQW WR GHWHUPLQH RYHUDOO ILQDQFLDO VWDWHPHQWYV

%DVLV IRU GHWHUPLQLQJ PDWHULDOLWWDWHULDOLW\ $V D EDVLV IRU RXU MXGJHPHEWWRWDHHGLQ SRHUVRWBDbQJ WKHVH SURFHGXUHV ZH DFEKLHYHG

UHYHQXHV WKH IROORZLQJ FRYHUDJH RQ WKH |Lc§él§|ﬂ W WHDP SHUIRUP

5DWLRQDOH IRU EHQFKPDUN DSSOLHG EDVLV ZH EHOLHYH WKDW WRWDO UHYHQXxH) 'RWDO DVVHWYV _F IRU

WYX d I
N RQ WKHM JURXS FRQVROLGDWLRQ
'H XVHG WRWDO UHYHQXHV DV WKH SULPDU\ EHACKDNIIN N 1uAuiinAn

DFFHSWHG DXGLWLQJ SUDFWLFH EDVHG RQ 5HYHQXH \?Vlk\/HFSEI\D/éURHIYLEHQG D QXPEHU RI PRUH F
LQIRUPDWLRQ QHHGV RI WKH XVHUV RI WKH Vv

%\ SHUIRUPLQJ WKH SURFHGXUHV RXWC
FRPSRQHQWYV FRPELQHG ZLWK DGGLWL

WKH ILQDQFLDO SHUIRUPDQFH RI WKH &RPSC 3 p | w EHIRUH WD]|

Eéuﬁsgvc\)/f(\g;%nl\évv\ykm LQ WKH HIHFXWLRQ ... o e e JWLERY H[HUFLVHG DW JURXS OHYHO ZH KDYH

%DVHG RQ RXU MXGJHPHQW ZH DOORFDWH PDWHULDOLW\ WR HDFK YL)J(F'{')'{;LVH?LW DDQFGLSSSLUngg'F;BVV\\’/ERDXGV\';I\QN
&RPSROHOW POWHULDOLW\ FRPSRQHQW LQ RXU DXGLW VFRSH WKDW LV OHVV WKDQ RXU RYHUDOO JURXS ! QDQ Q Q |

PDWHULDOLW\ 7KH UDQJH RI PDWHULDOLW\ DOORFDWHG DFURVV FRPSRQHQWYV RXU RSLQLRQ RQ WKH ILQDQFLDO VWDMW

$OIHQ

$QQXDO 5HSRUW

ZDV EHWZHHQ K DQG K



$XGLW DSSURDFK IUDXG ULVNYV

‘H LGHQWLILHG DQG DVVHVVHG WKH ULVNV RI PDWHULDO
PLVVWDWHPHQWY RI WKH ILQDQFLDO VWDWHPHQWYV GXH WR
IUDXG 'XULQJ RXU DXGLW ZH REWDLQHG DQ XQGHUVWDQGLQJ
RI $OIHQ 1 9 DQG LWV HQYLURQPHQW DQG WKH

FRPSRQHQWYV RI WKH LQWHUQDO FRQWURO V\WVWHP 7KLV
LQFOXGHG WKH PDQDJHPHQW ERDUG!V ULVN DVVHVVPHQW
SURFHVV WKH PDQDJHPHQW ERDUG!V SURFHVV IRU
UHVSRQGLQJ WR WKH ULVNV RI IUDXG DQG PRQLWRULQJ WKH
LQWHUQDO FRQWURO V\WVWHP DQG KRZ WKH VXSHUYLVRU\
ERDUG DQG DXGLW FRPPLWWHH H[HUFLVHG RYHUVLJKW DV
ZHOO DV WKH RXWFRPHV :H UHIHU WR VHFWLRQ 5LVN
PDQDJHPHQW DQG FRQWURO V\WVWHPV! RI WKH UHSRUW RI
WKH ([HFXWLYH &RPPLWWHH IRU PDQDJHPHQW!V IUDXG ULVN
DVVHVVPHQW DQG VHFWLRQ $XGLW &RPPLWWHH! RI WKH
VXSHUYLVRU\ ERDUG UHSRUW LQ ZKLFK WKH VXSHUYLVRU\
ERDUG UHIOHFWV RQ WKLV IUDXG ULVN DVVHVVPHQW

‘H HYDOXDWHG WKH GHVLJQ DQG UHOHYDQW DVSHFWV RI WKH
LQWHUQDO FRQWURO V\VWHP ZLWK UHVSHFW WR WKH ULVNV RI
PDWHULDO PLVVWDWHPHQWY GXH WR IUDXG DQG LQ SDUWLFXODU
WKH IUDXG ULVN DVVHVVPHQW DV ZHOO DV WKH FRGH RI

FRQGXFW DQG ZKLVWOHEORZHU SURFHGXUHY DPRQJ RWKHU
WKLQJY ‘H HYDOXDWHG WKH GHVLJQ DQG WKH

LPSOHPHQWDWLRQ DQG ZKHUH FRQVLGHUHG DSSURSULDWH
WHVWHG WKH RSHUDWLQJ HITHFWLYHQHVY RI LQWHUQDO FRQWUROV
GHVLIQHG WR PLWLJDWH IUDXG ULVNV

H DVNHG PHPEHUV RI WKH PDQDJHPHQW ERDUG DXGLW
FRPPLWWHH DQG WKH VXSHUYLVRU\ ERDUG ZKHWKHU WKH\

DUH DZDUH RI DQ\ DFWXDO RU VXVSHFWHG IUDXG 7KLV GLG

QRW UHVXOW LQ VLIJQDOV RI DFWXDO RU VXVSHFWHG IUDXG WKDW
PD\ OHDG WR D PDWHULDO PLVVWDWHPHQW

$V SDUW RI RXU SURFHVV RI LGHQWLI\LQJ IUDXG ULVNV ZH
HYDOXDWHG IUDXG ULVN IDFWRUV ZLWK UHVSHFW WR ILQDQFLDO
UHSRUWLQJ IUDXG PLVDSSURSULDWLRQ RI DVVHWY DQG
EULEHU\ DQG FRUUXSWLRQ :H HYDOXDWHG ZKHWKHU WKHVH
IDFWRUV LQGLFDWH WKDW D ULVN RI PDWHULDO PLVVWDWHPHQW
GXH WR IUDXG LV SUHVHQW

‘H LGHQWLILHG WKH IROORZLQJ IUDXG ULVNVY DQG SHUIRUPHG
WKH IROORZLQJ VSHFLILF SURFHGXUHYV

$OIHQ $QQXDO 5HSRUW

,GHQWLILHG 1UDXG DXNEINW ZRUN DQG REVHUYDWLRQV

7KH ULVN Rl PDRBUHPHQIHYDQW WR RXU DXGLW ZH HYDOXDWHG WKH GHVLJQ RI WKH

RYHUULGH Rl FRRWUWQYDWH WKH ULVNV RI PDQDJHPHQW RYHUULGH RI FRQWUROV :H
VDIHIXDUGV LQ WKH ,7 VIVWHP DQG WKH SRVVLELOLW\ WKDW WKHVH O

,Q DOO RXU DXGLWV ZH SD\

DWWHQWLRQ WR WHHIRUPN®RIGDWD DQDO\VLV RQ MRXUQDO HQWULHV EDVHG RQ VSHF

PDQDJHPHQW RYQHMWILGHHV Rl XQH[SHFWHG MRXUQDO HQWULHV RU RWKHU ULVNV WKU

RI FRQWUROV RG@EOWGRQDO DXGLW SURFHGXUHV WR DGGUHVV HDFK ULVN :H DOVR F

ULVNV Rl SRWHXQMWIHY DV SDUW RI ZKLFK ZH SDLG DWWHQWLRQ WR VLJQLILFDQW W

PLVVWDWHPHQEWV GRHVWR

IUDXG EDVHG RQ DQ

DQDO\VLV Rl SRWHQMAPMWHG NH\ HYWLPDWHV DQG MXGJHPHQWYV IRU ELDV E\ WKH PD

LQWHUHVW RI ZKHUH UHOHYDQW D UHWURVSHFWLYH UHYLHZ RI SULRU \HDU!V HVWLP]

PDQDJHPHQW PDQDJHPHQW ERDUG 7KLV HQFRPSDVVHG WKH YDOXDWLRQ RI FRQVWU
GHYHORSPHQW FRVWV DQG HVWLPDWHV UHODWHG WR WKH SURYLVLRC

,Q WKLV FRQWIPDWWHUWDLGEFOXGLQJ RXU DXGLW ZRUN DQG REVHUYDWLRQV RQ WKHV}

VSHFLILF DWWHQWLRQ WR

( MXGJHPHOWVHDERQYHGHUHG WKH RXWFRPH RI RXU RWKHU DXGLW SURFHGXUHV DQG

LO WKH FDSLRENYMPIMARHR WY ZHUH LQGLFDWLYH RI IUDXG

RI GHYHORSPHQW
FRVWYV 2XU SURFHGXUHVY GLG QRW LGHQWLI\ DQ\ PDWHULDO PLVVWDWHPHQWYV

ERDUG LQ WKH ILQDQFLDO VWDWHPHQWY DQG WKH UHSR

( HVWLPDWHV@\%%%}EE?H& DO VWDWHPHQWYV

WKH UHFRJQ

WKH SURYLVLRQ LR\ FHGXUHY GLG QRW OHDG WR VSHFLILF LQGLFDWLRQV RI IUDXG

PRLVWXUH  ppQDJHPHQW RYHUULGH RI FRQWUROYV
( PDQXDO MRXUQDO

HQWULHYV

( HVWLPDWHYV LQ
FRQWUDFW ZRUN

,GHQWLILHG 1UDXG DUAEINW ZRUN DQG REVHUYDWLRQV

7KH ULVN Rl UDH®XOBIOHYDQW WR RXU DXGLW ZH HYDOXDWHG WKH GHVLJQ DQG LP
ILQDQFLDO UHSRIOWMMGCGWR UHYHQXHV DQG LQ WKH SURFHVV IRU JHQHUDWLQJ DQG ¢
WR RYHUVWDWW®RIUWHKH QXHV
UHYHQXHYV
‘H VHOHFWHG MRXUQDO HQWULHV EDVHG RQ ULVN FULWHULD DQG SHU|

$O0IHQ!V REMHHMWUWILHY WIRV SDUW RI ZKLFK ZH DOVR SDLG DWWHQWLRQ WR VLJQLILFI
JURZ WR EH LE®RYQMALY H
LQ HQHUJ\ SURGXFWV DQG
WR UHDOLVH LQFVHDWWWBAG D VDPSOH RI UHYHQXH WUDQVDFWLRQV DQG UHFRQFLOH:
UHYHQXH DQG UGIYKIORHY L&AKH VKLSSLQJ GRFXPHQWY DQG WKH SD\PHQWV ,Q DGGLWL
WKH IXWXUH LQ RAIGHDWRRY DV LQFOXGHG LQ WKH FRQWUDFWYV Rl $OIHQ DQG WKH DF
LQFUHDVH VKDUMBROGBBELWQW LQ WLPH ,Q DGGLWLRQ ZH VHOHFWHG D VDPSOH RI DF
YDOXH 'XULQJ
$0IHQ KDG WR 2 BURAEMG/XUHY GLG QRW LGHQWLI\ DQ\ PDWHULDO PLVVWDWHPHQW L

UHYHQXH JRD®DQJARHQW ERDUG LQ WKH ILQDQFLDO VWDWHPHQWY DQG WKH UHSR
GRZQZDUGV 7KHUHIRQOBQFLDO VWDWHPHQWY 2XU SURFHGXUHV GLG QRW OHDG WR V
PDQDJHPHQW RAUIXNG IDIAMK UHVSHFW WR DFFXUDF\ DQG RFFXUUHQFH RI UHYHQXH
SUHVVXUH WR DGKHUH WR
WKLV JXLGDQFH DQG LQ
JHQHUDO DFKLHYH UHVXOWYV
DQG LQFUHDVH PDUNHW
VKDUH FUHDWLQJ DQ
LQFHQWLYH IRU
PDQDJHPHQW WR
RYHUVWDWH UHYHQXHV



‘H LQFRUSRUDWHG DQ HOHPHQW RI XQSHMODORWWERO IWKH @DQDJHPHQW ERDWG b EXW PHRWHU 2XU DXGLW ZRUN DQG REVHUYDWLRQV
RXU DXGLW "XULQJ WKH DXGLW ZH UHPEAQHLNVDIOHOXGLRJ FDVK IORZV D QG \BHHRN,G FRTEYEFWLRQ DQG 5LIKW 6L} HQOK DSUR R E VD IGXHGWR FFROS) NAHWV K H 6 WUDWH J\ 9

LQGLFDWLRQV RI IUDXG )XUWKHUPRUH KHD 6RQRPCHUMNHG\ WHWHIRU DW OHDVWr & QY ik PRQWKYV SURJUDP RI $OIHQ :H KDYH KDG GLVFXVVLRQV

RXWFRPH RI RXU RWKHU DXGLW SURFH GDUUWRHYVWKHCG GDWDIHD RDWHIBQLQJ RI WKH ILQDQFLDO XQGHUVWDQG WKH 6WUDWHJ\ 9DOLGDWLRQ DQ

ZKHWKHU DQ\ ILQGLQJV ZHUH LQGLFDW LWWDRVHPBE® \R UNPRIGIQ LQWR DFFRX GWIHFX WRHSDMDJIJUDSK ILQDQFLDO SH U | RAKMHD QFEHOZ E\D WILER QWK R QJ WKRIURK BU MW DQG | X\

FRPSOLDQFH ZLWK ODZV DQG UHIXODWLRHMWHORSPHQWY LQ WKH LQGXVWU\ QG XDW©HUSRPH ¥ IV Y WH RQ RXU XQGHUVWDQGLQJ ZH DVVHVVHG WKH LI
LQIRUPDWLRQ RI ZKLFK ZH DUH DZDUH DV D UHVXOW RI ILQDQFLDO VWDWHPHQWYV

$XGLW DSSURDFK JRLQJ FRQFHUQRXU DXGLW $V GHVFULEHG LQ VHFWLRQ ILQDQFLDO SHUIRUPDQFH Rl WKH UHSRUW IURP WKH

b[HFXWLYH &RPPLWWHH DQG LQ GLVFO RMMHE RROVW K HRAHWKLHY FXIVQ RIQD/OD QG RXU X QG|
7KH PDODJHPHQW ERDUG SHUIRUPHG WQHFA_L{{V%L{/P %a@:}%x ULHV RI WKH PDQ W%MQW&E\/@D!BJ@IIPQVLV HQFRXQWH UL QUKBKD O&HPIRIQJ HFERIRP LRF DWKG B EVUNDHH J\ 9D
RI WKH HOWLW\!V DELOLW\ WR FRQWLQ Y @gJRLQJ FRQFHHQ HLWNRQEHNREW DITHFW LWV FXUUHRWR EXDNR RHY W RIR GHD®D QG GDROUV IVQ VWHRHLQRQV U H
IRU DW OHDVW WZHOYH PRQWKV IURP W 63‘&5/@% Rl QDIJHPHQW ERPHVG!'¥KDOOHQJHV LQFOXGH WKH UHGXFWLRHK LR S(B LWPENQVE IRH VF DR IMIDZDLIWGEH G 5 ' FRV
SUHVVXUH RQ EDWWHU\ SULFHV DQG JULG ER® HQWRLLR QU & BIW H QFIK I 8 OSHUIRIGINF WV W K D
SUHSDUDWLRQ RI WKH ILQDQFLDO VWD P "BY% kov QRW KDYH DPRQJVW RWKHUV OHG WR SRVWSRQHGSRBEHVIVRQ IRU UHVWUXFWXULQJ UHIOHF
LGHQWLILHG HYHQWY RU FRQGLWLRQVWV WKBWRRPGRRHW GLG QRW UHVXOW LQ RXWFRPHV FRQWUDU\ SURJUDP
VLIQLILFDQW GRXEW RQ WKH HQWLW\\YRD KL BD YOR iR @R P& 1V DVVXPBRVDEBRQWHNQGPPHGLDWH SURILWD E L O L%/D \FHK® R@HIDY Bl VO [ B OHHQ PLDRUSNCHH/P FD@VE HLGD B X V W U
D JRLQJ FRQFHUQ KHUHDIWHU JRLQJINHREQHPHD WVRYHGUHOHWKH DS SOLFDWAROVRIDWIKH SRRQUDP WR UHGXFH RSIHDDWGERW ERY VDD G) %U WU BRRIQH SORHQDP DQG
WR QRWH RI WKH ILQDQFLDO VWDWHPREMWNUQ DVVXPSWLRQ GHFLGHG WR ULJKW VL]H WKH RUJD QL VAEKDIOROH QU EGR.DQ DA R FOH Q WGR @ WWLKRHQ LRH DWREND E
DVVXPSWLRQV
$0IHQ KDV EHHQ LQ EUHDFK ZLWK WKH,EQRY RBYRHMAPSWRIFEGXUHV SHUIRUPIGIHOHDPR Q@ FHWXGHGE DQ H[WHUQDO DGYLVRU WR YDOLGDWH DQG VKDUSHQ LWV
WKH WKLUG TXDUWHU RI IRU ZKLFW kMWUWKHLYHEDBHPHQW ERDUG!V XVHVWIUBMNKKIURIGOUHFWLRQ 7KLV KDV UH WXIDWHHEG RIQQ WKKHY B VEWDMWQN J\ZHD DY G B VWMLHR® \B RIG F
ZDLYHU IURP WKH EDQN ,Q 1RYHPEHUFRQFHOGI®DVLYV RI DFFRXQWLQJ LV DSYURE GLDWH SBREDGHEOIHQ ZKLF K ADYUBS DURYHRBGEKF WKHVKDW DUH EHLQJ SKDVI
UHDFKHG DQ DJUHHPHQW ZLWK WKH ERQNvRQ BXE14v HYLGHQFH REWDLQHG VW%%WLQ’ﬁLb\DﬁﬁRU@D HQHZ VWUDW HGIN HUARSM D GG LWICRIDLR (RWRVWRKH LPSDLUPHG
ILQDQFLQJ DJUHHPHQW ZLWK DGMXVWRREQWYW 3 QWKH[LVvWY UHODWHG WR HYHG WV FRUBRPE EWLIHQVPH KDWY P QE SURGWRWY

FDOFXODWLRQ RI WKH ILQDQFLDO FRYHIRADOHW w2 ¥ LI DY RIFDQW IR XEW RQ WK H (HQW kWA R B W By x U H v RQ W:KHJDLIQ@DHG DO X\QVEHIW M WHD@\B Y QI B 8 XBHELQJ WK

\éV\EQVHHT/I\D/gEgVVY/HL(\SVggXZ%%DJDHPPRHQQJV\V/V\ERR?N'U'?'_?L“JWVQ@b@'JDRR@FJFRQ@J FRQFHUQ LOQYHQWRU\ ZULWH GRZQV K PLOOLRRLIJKWSAL]U®H GWRRUPPSLW DOVHNVYHG WKH FRQ
GHYHORSPHQW FRVWY K PLOOLRQ WRFLDOL®QDQ DHFHRHGLALMRQWKHD XQLRQV DQG

( ZH JDLQHG DQ XQGHUVWDQGLQJ RI WHH DX iGALW. AP W MUW W UV UHVWUXFWXULQJ SURYLVLRQ K PLOOALKRH) FDOFXODWLRQ RI WKH UHVWUXFWXULQJ S
DQG FRQGLWLRQV RI WKH QHZ EDQN FRY)I—(iéQ’D W WKURXJK LOQTXLULHV ZLWK WKH +5 GHSDUWPHQW WR DV\
LQVSHFWLQJ WKH DPHQGHG FUHGLWHDbPXFLM BEWNHBRORYH WKRVH PDWWREVL KDWY M IR¥UIQLILFDQFH DQG KRG OHWXIQUAMYI RY DMK B VRIXWEMNIRQV DQG LQ

'H UHFDOFXODWHG WKH FRYHQDQW B8R/ WRQR P MKXE {HPHQW ZHUH RI RRMYWWLAR IGIHWE QFIHQHQ WKH LPSDFWURIVSOU X RWX BWQD WHIR Y Y\DIOR@ D:\W LRIPBQBG VLJ
W RI

K WKH ILQDQFLDO VWDW HRBIQWHL]LRIKDYRIUDP RQ WKH ILQDQFWIROYWW DIW MAKHHQ IVF/F YWRDE M FOl MHAHDXVEK WU OLDEL
WKH DIUHHPHQW WR YHUL I DFFXUDﬁlﬁglm WXH NH\ DXGLW PDW WHUNWWER WK H DJUHHPHQWY )XUWKHUPRUH ZH YHULILHG WKI
FDOFXODWLRQ PDGH E\ PDQDJHPHQ 3 LD\/VR kL yAL A e B D WWHUY DU ORW b SURYLVLRQ WR EH LO OLOH ZLWK .$6
DVVHVVHG WKH UHODWHG GLVFORV)%F/G@ YU WKRY N Pﬁﬁg@éwm D R Ak QWLILHG o\ '
WKH QHZ ILQDQFLQJ DJUHHPHQW :H ﬁéVﬁé‘(M@W%#WKDW _— GL?/FXVVHG 0 WKLV VHFV\?LRQ 20 %DVHG RQ RXU DXGLW SURFHGXUHV SHUIRUPH
GLVFORVXUH RQ WKH QHZ |LQDQFLQBWJ@U%LI%’HM(\;Q%\VQK%VNH\ DXGLW PDWWHUV DOG LOFOXGHG D PDQDJHPHQW WKDW WKH LPSDFW RI $OIHQ!V 6\
LQFOXGHG LQ QRWH WR EH DGHTX®WH Q Q 5LJKW 6L]LQJ SURJUDP RQ WKH ILQDQFLDO
( ZH LQVSHFWHG WKH ZDLYHU REWDLAG (DR WWE DA LW SURFHGXUHV ZH SHUIRUPHG RQ DSSURSULDWHO\ WDNHQ LQWR FRQVLGHUDWLR
IRU WKH GHEW FRYHQDQW EUHDFK L KH WRISE P Xpuwhu GLVFORVHG LQ WKH DQQXDO UHSRUW

R

( ZH LQVSHFWHG $0IHQ!V 6WUDWHJ\ YDOLGDWLRQ DQG
RUJDQLVDWLRQDO ULJKW VL]LQJ EXVLQHVV SODQ

( FRQVLGHULQJ ZKHWKHU WKH PDQDJHPHQW ERDUG!V
JRLQJ FRQFHUQ DVVHVVPHQW LQFOXGHG DOO UHOHYDQW
LQIRUPDWLRQ Rl ZKLFK ZH ZHUH DZDUH DV D UHVXOW RI
RXU DXGLW DQG LQTXLULQJ ZLWK WKH PDQDJHPHQW
ERDUG UHJDUGLQJ WKH PDQDJHPHQW ERDUG!V PRVW
LPSRUWDQW DVVXPSWLRQV XQGHUO\LQJ LWV JRLQJ
FRQFHUQ DVVHVVPHQW

( DQDO\VLQJ WKH ILQDQFLDO SRVLWLRQ DV DW EDODQFH VKHHW
GDWH LQ UHODWLRQ WR WKH ILQDQFLDO SRVLWLRQ DV DW SULRU
\HDU!V EDODQFH VKHHW GDWH WR DVVHVV ZKHWKHU
HYHQWV RU FLUFXPVWDQFHV H[LVW WKDW PD\ OHDG WR D
JRLQJ FRQFHUQ ULVN

$OIHQ $QQXDO 5HSRUW



.H\ DXGLW PDWWHU 2XU DXGLW ZRUN DQG REVHUYDWLRQV .H\ DXGLW PDWWHU 2XU DXGLW ZRUN DQG REVHUYDWLRQV

3URYLVLRQ IRU PRLVWXUH 'H JDLQHG DQ XQGHUVWDQGLQJ UHJDUGLQJ VDU DWHE VR CPRQVROIVFW ZRUN 'H JDLQHG DQ XQGHUVWDQGLQJ RI $0I
EXVLQHVV OLQH ZDWHU LQJUHVV LVVXHV PRLVWXUH RI $OIHQ DQG HYDOXDWHG VLIJQLILFDQW HVWLPDWHV PDGH E\ WK
5HIHU WR QRWHV DQG RI WKH ILQD Q\FKID @ QWHWILTPH GRYWURO SURFHGXUHV IRU WBHARUQWR @QRWHKM SDRWGLVLRIQWKH 1LQD QFKRVOHVWIWHEBHQWWKH HVWLPDWHG V
SURJUHVV WRZDUGV FRPSOHWH VDWL)\
.Q $0OIHQ IDFHG ZDWHU LQJUHVV LV WXHYFRPRELVWXE W KIHQFWRAXODWLRQ Rl WKH S&R WAULIRFQV ZD WAKHW K HD DHEQ 6 UDBL O LW L H \D R G HF B B ARUMAW HPR G K HG DVKLUR QR XB G
VXEVWDWLRQ SURGXFW OLQH IRU ZKLFKHDB JHWRY QBGL R DIV HEG PQ WKIFRD Q/ILFID® DFFXRIPMWUXFWVY DQ DVVHW RQ WKH FXVWRRMWW LWHVRH PRNQ WK HWLRADVOVLIQEKNU U H G
WR FRYHU WKH H[SHFWHG FRVWV IRU UHSDLULQJ WKH DIIHFWHG VXEVWDWLRQYV DUH UHODWHG WR D SURGXFW ZLWK QRS DRWHWYDWR X Bl WGM FIRPSG O R W H KU\ LW K H
7KH SURYLVLRQ UHFRJQLVHG DPRXQWV:WBHFRQPLOKWEROKBVQRPEHU Rl VXEVWDWLRQVRRQSWKKH DURMOVRROHWMEOH ULJKW WRREDRIDQM R Q
'"HFHPEHU KLVWRULFDO UHYHQXH OLVWLQJV
7KH QHW EDODQFH VKHHW SRVLWLRQ RIQFR@®LUDIFRQ Z R H N DIPRK® \BQ WRGH U V)
7KH SURYLVLRQ LV EDVHG RQ WKH H[SHFVDNG HFRWHGY WKRH BHH D@ RQDEDE QWR/V R WK H FIDMHIRQY DVBVERQVR N WHSPILURD URY J U LLGY WRIO QW DRORQIVQUR 6\) DR 8 WR FHN Y H
UHVROYH WKH PRLVWXUH LVVXH 7KH HWKH P DRVHG LYVE RKWA LR® & K SROOR ZEQ Il H F R QA NVGWLHRIVW K K L I VY BX W SEADLARBQ/F AL MQKF O X G HHW W L P D WIHOVOLL@®R @ FRO WHIY VW@ XZHR UN  :H H

NH\ DVVXPSWLRQV WKH RXWFRPHV RI VDPSOH WHVWLQJ FRQGXFWHEBRERWKHE\ W& B QDK GOBIQ V K P L 0X0Q RKQU SWDR.IUMHWV VVER GGUB YW HG E\ WKH
LPSDFWHG YHQGRU GHWDLOHG UHYLHZ RI SURMHFW SURJ!
( 7KH UDWLR RI UHSDLUV LQ WKH ILHOG YV_RXWILHOG UHS LUV DV $OIH JRU UHFRJQLVLQJ FROQWUDFW ZRUN DQG LGHQWLI\LQJ SHUIRUPDQFH
H[SHFWV KLJKHU FRVWV WR EH LQF XU WHERRELOHS WKW (! éb‘ RV F & mﬁGsyu F D R/EHQ RUD WWLR Q¥ WODWQ FIRWEVRYHU WLPH $H0 BHDQ WVRIVRW K HJERMVDOW VL Q¥ XPHOW BQ WKH

IXO0 UHIXUELVKPHOW RI WKH FROFURWHIKKRSVIRY) ERHRBY @Q,\;LWBG\ FRPSOHWHGRQWUDFW UHODWLYH WR WKH HVWLPBWREHERKWH® WRVDWVHVV WKH TXDOLW
VROXWLRQ WKDW FDQ EH DSSOLHG LQ WKH ILHOG HVWLPDWHV E\ FRPSDULQJ DFWXDO F

\mﬁ‘ \%E EYVE) KQW/\F/D"?/V'?VVM UH S D 7 Bl EH OWWR MWQISGHWSRAVE VG G RVW YV DUH D VEKH VHIVVDICP B W\ GPY W\W 0 R UF B U WO L@ LS |
( \7NKKHH HP[Ff['VFV\(/V;SHFLRVVVV‘;(\QWR EH LQFXUWU&H%F{@ g5 % Wik 7 UDW L RRHWRH@D QH Q D RIEDWKHHPHQW WRZD UG R @ RAPKSHOHHN SIURTW G X IDHFWV LZR-D DRV K M H ¢

ODQDJHPHQW %RDUG SHUIRUPDQFH REOLJDWLRQ DV ZHOO DHA VRILP D W\HH V@ 1SQUL R/IK NHQWHB R FEWH ZH O
( 7KH WLPH SHULRG QHHGHG WR IXOO\ UHPHGLDWH WKH SUREOHP SURYLVLRQ IRU ORVV PDNLQJ FRQWUDFWVY 7KHVH FRVWV LQFOXGH PDWHULDOV
( 7KH GLVFRXQW UDWH XVHG :H SHUIRUPHG D VHQVLWLYLW\ DQDO\VLV WR KYBGXBW I WKGX ¥WQRRW KRIXWV RQ HHIGH GHI RV HGJ RG X FIWLIVRNQ D WDV VPHQW SURF

DVVXPSWLRQV DSSOLHG LQFOXGLQJ GLVFRXQ@W N@WSR URRIVWL B BYFHROMVYV 'XH WR WK D \PDHQYRMXGW RW KWK A RVVWH FWILWHBBIO V

7KH UDWLR RI UHSDLUV LQ WKH ILHOG FRWRXRULNO W LRQWKIHUBISWDWUMU D@ GFW DPLLQS XRN \A\B IV RDRWXHAG NRZWD O FRVWYV UHODWH W®HWKHH P DQHH B XD OVX )G\ MG DIRSJUKR DR & X FAV LR Q

IRU WKH SURYLVLRQ JLYHQ WKH LPSDFW RQ WKH FRVWV WR EH LQFXUUHG 7KH DQG FRQVHTXHQWO\ VDWLVI\LQJ LWV SWHVRULRDIQEF BIRFEIGXIDHWL REDVHG RQ HII

SURYLVLRQ IRU PRLVWXUH LV UHFRJQL%R®HD RRGVKD WK R FHEHVHOMSHOOXWHPRIG ZH IRXQG WKH SURYLVLRQ IRU

WKH H[SHFWHG IXWXUH FDVK RXWIORZWYRLNWKYHUMRKEHS\WRUBISRWWHG ([ER SWH W IRUH Q W 7DKHG E RVQRWULIBRH/QVF HR | ,\@ KIHG'GUILRAKISR OH Q H U D 8 OAHFORHIPWVIHLG DR @ Bl PSSHOUHI FRU FFIR@QANHU D F W

WKH VXEVWDWLRQ PRLVWXUH LVVXH ZH FRQVLGHU WKH UHODWHG GLVFORVXUH WREEBLDOWLRMWHQG LQFOXGH FOLHQW V SHRFPLS DH N @ G/ BW DI D& MG RAMH RK QUKAHD S H L
GHVFULSWLRQV DQG EUHDNGRZQV RI HTSPPWW®G WRYANV VD F\W R UPD Q/IXFAKP B 'Q W K H

‘H FRQVLGHU WKH SURYLVLRQ IRU PRLVWXUH D NH\ DXGLW PDWWHU GXH WR ERDUG SHULRGLFDOO\ PRQLWRUV WKH SURMHFMWD O P® G XNDMKIQLE /Q YSU RIIRWR V R |

WKH VLJQLILFDQFH UHODWHG HVWLPDWLRQ XQFHUWDLQW\ DQG WKH QDWXUH WKH SHUIRUPDQFH REOLJDWLRQ E\ DQDXKN LSHUSKRRRMMHFMH SRERD L WDEL RQ VD\QIEQ'G

EHLQJ RXWVLGH WKH QRUPDO FRXUVH RI EXVLQHVV YDULDQFH DQDO\VHV RI IRUHFDVWHG SWILWBEHPEMWY FRPSDRURDIA WR EXBWH R/
DQG HDUOLHU DVVHVVPHQWYV VI\VWHPV SURMHFWYV DQG VPDUW JULG

FRQWUDFW EDODQFH RU ZLWK D KLJKF
7KH HVYWLPDWHYV LQ FRQWUDFW ZRUN DWHHP PR QVQG FSWHRM® BFNVHA DP®IULW RW® N U
GXH WR WKH HVWLPDWH UHTXLUHG 1URWVP\WKHPFDSADRMRAA®YW EHRDHK G QF®O XGHG
GHWHUPLQH WKH HVWLPDWHG WRWDO FRVWYV
‘H SHUIRUPHG DXGLW SURFHGXUHV RQ
VHUYH DV WKH LQSXW IRU WKH PDQDJ
SURJUHVVY WRZDUGVY WKH FRPSOHWLR(
DXGLW SURFHGXUHVY RQ WKH HVWLPDYV
PDQDJHPHQW ERDUG!V HVWLPDWHYV D¢
VXSSRUWLQJ HYLGHQFH VXFK DV H[WI
LQYHQWRU\ RU RWKHU SURMHFWYV SU|
KHOG ::H SHUIRUPHG DXGLW SURFHGX
DFFXUDF\ RI WKH EXGJHWYV DQG SURJL
WKHVH WR WKH SURMHFW DGPLQLVWU
VXEVHTXHQW WHVWLQJ SURFHGXUHV \
ZKLFK LPSDFWV WKH PDUJLQ DW EDOD
GDWH

%DVHG RQ RXU DXGLW SURFHGXUHV Z
ERDUG!V HVWLPDWH LQ FRQWUDFW ZR
HYLGHQFH ,Q DGGLWLRQ ZH FRQVLGF
DGHTXDWH

$OIHQ $QQXDO 5HSRUW



.H\ DXGLW PDWWHU 2XU DXGLW ZRUN DQG REVHUYDWLRQV 5HSRUW RQ WKH RWKHU LQBRIESRDWLRQ RWKHU OHJDO D

&DSLWDOLVDWLRQ RI GHYHORSPHQW FRWVWILQHG DQ XQGHUVWDQGLQJ RI DQG HYDOXFWHE) $OHQ!E S]%QW’WKZHWDQQXDOUHHXRUWPHQWV DQG (6()

UHJDUG WR WKH FDSLWDOLVDWLRQ RI GHYHORSPHQW FRVWYV ULPDULO\

5HIHU WR QRWHYVY DQG RlI WKH ILQD GHIWD & WRMHBWDCEMWWOWQWLYH WHVWLQJ SURFHG?(IJ(JMVDCSQX%% W;H:ﬂIUF\NHFQFf(\)WDLQV RWK'?@(BQDW@W%WH L\N

7KH LQWDQJLEOH DVVHWV RI $OIHQ DPRXQW WR K PLOOLRQ RI ZKLFK LQFOXGHV DOO LQIRUPDWLRQ LQ WKH DQQXDO UHS

K

FRQVLGHUDWLRQV UW L

PLOOLRQ UHODWHY WR FDSLWDOL$HG BHW HO RRSPH Q W KRYWAH WP We wusw BB HG XUB G LM B QU YRR PUIEHo AP QTP O VWD WHIR HGIWM DQSRRRWBEOWBRNEL WRUV RI 3

VROXWLRQV HOHFWULF YHKLFOH FKDUSURQFHGXWUEVHQWYDIQG | HIQG WIK AW RWKDHI 8 UR G XEMSRRUWM W BV RBsLwboLvHG Lo ODUFK E\ WKH VXSHUYLVRU\ ERDUG
VROXWLRQV SULRU \HDUV ZHUH VROG LQ RU ZHUH EHL%deVIﬁI—bUV@%mHé)@&EﬁmHV SHUIRUP\él\/KH SDVVLQJ RI g UHVROXWLRQ E\ WKH

'XULQJ $OIHQ FDSLWDOLVHG K PLOOLRQ RI GHYHORSPHQW FRVWV ZH FRQFOXGH WKDW WKH RWKHU LQIRU

JHQHUDWH VDOHYVY LQ WKH XSFRPLQJ SHULRG

BN6 ¥ HW HR4w L QI KHOG ROQ
SWERO

UHODWHG WR QHZ SURGXFWYV DQG V\VWH FRE WD LLHIED IV D& WAR. Q H R Il HDIDVD XSIHR/MRHIF WV (R U \Z HELRFB VAW/WHIO @ BP B QW KE RWKMY 1L Q D Q F LD \BPSWHeW B WRVW8BY EHHQ UHQHZHG
HILVWLQJ SURGXFWV DQG V\VWHPV ZHUH FDSLWDOLVHG LQ WKH SHULRG :H VHOHF®R@W RHY IFR O WRMHF WD WHH® 0 P L vV HIDHKRPESHY VDG QRZ UHSUHVHQWYV

RQ WKH DPRXQW RI FDSLWDOLVHG GHYHORSPH W E QH X HG HQJDJHPHQW RI \HD
7KH PDQDJHPHQW ERDUG DSSOLHV VLJ{LSOREDIDW MGV HDRH3D & RUFX POHQGAL QW LVRIQHI U R P KEE%%%E{WE%%%%%‘:%/%@EUPDWLRQ 6Q}I9lyvd-\}b% \ﬁWH
¥ H S

GHWHUPLQDWLRQ RQ ZKHWKHU WR FDSWWB GLVPAD&DYHO RRE KRW FRMWHWU ZIKHRU FDSLW
GHWHUPLQDWLRQ LV KLIKO\ GHSHQGH W WVWVNQVWKH HRRHORZLQIJ ZKLFK LV LQ OLQH

RTXLUHG E\ 3DUW pr%RF\QNNKHDRQWGKWQLBQém@wﬁS?J%WWOWFWURQLF )

ZLWK ,$6 UHPXQHUDWLRQ UHSRUW UHTXLUHG$I:_d|M/(§I-j_ YHEKWVYRQMISDUHG WKH DQQXDO

(
(

‘H REWDLQHG WKH WHFKQLFDO EXVLQHVYV SODQ IRE WKHGSURMNKXWEY HBRW LR Q R WKH7'KXHN6|4'|&(LL\U+QDHQWV IRU WKLY DUH VHW

WKH WHFKQLFDO IHDVLELOLW\ WR FRPSOMYH Qv LU REWKWKE §\'VARHPPYRU 7KH WREKMLFDO EXVLQHVV SODQV 5HIXODWLRQ (8 ZLWK UHJDUG W
WKDW LW ZLOO EH DYDLODEOH IRU kQGLFDWH WKDW WKH SURMHFWV DUH WHFKQLFDOO\ IHDVLEOH WR EH FRPSOHWHG

FK F DUGV RQ WKH VSHFL
WKH PDQDINPHOW ERDUGHY LowHoW O W PRSI RRE YURKRRY 2100 En DHOKDNEOUHRE Wik RWKHU LOIRUPOWLEG, MRS FE 830U\ Co ) \RuPDW KHUI
RU VIVWHP DQG XVH RU VHOO LW .\ yypOXDWHG WKH UHDVRQDEOHQHVV RI IX\WXWEH WFRQRPLA EHQB QMO DABWDWHPHQ WY RU RWKHUZLVH ZH

WKH DELOLW\ WR XVH RU VHOO WKHWSURBEQWIREHOWWERDUGIV LOWHQWLRQ WR KIhQQ WIRH §U B NG/ DIRSWRUWHRKH RWKH R kQIRYPEMEER QVKH DOOXDO UHSRUW

WKH SUREDELOLW\ WKDW WKH SURGKFREWD MV QH Pl L @HQFHQWUDWBHY QHZ FRQW K v ’
SUREDEOH IXWXUH HFRQRPLF EHQHIKWWUH HFRQRPLF EHQHILWV DQG WKH PDQD.EHRPQW{)N\I/DV{E%WDlﬁo\(/ﬁ_%%v%l%vﬁl?&g/WDWHPHQWRVUPDW LQFOXGLQJ WKH PDUNHG XS FF

WKH DYDLODELOLW\ RI DGHTXDWH WHFEQY #B8RYVEDD ALV PYEARERH HYLGHQRBA SHUIRUPLQJ RXU SURFHGXUHV ZH ﬁ%}%%&% HPHQWYV DV LQFOXGH
D
N CWE

UHVRXUFHV WR FRPSOHWH WKH GHYHORSPHQW, RQ8 UHTXLUHPHQWY Rl 3DUW _ RI %RRN 19 FRPSOLHV LQ D¢
‘H GLVFXVVHG WKH DELOLW\ RI WKH *URXS Wg F URGKEWMIDQG EFK &LYLO & WK M KH 576 RQ (6()
WKH UHOLDELOLW\ RI WKH PHDVXURRRQW R/ HL3kQW kW %(YHbopJHU DOG GHWHU %‘é—{%—? Klvg
DWWULEXWDEOH WR WKH SURGXFW RUYRE\WMIAP S VAAURMY A FYHORF BB QMR wk HO @ pog VSw EBSF&LRJH\QNW& SURKHCEYOIYIAPYM QW ERDUG LV UHVSRQVLE
RGXFHG E\ WKH *URXS VXEVWDQWLDOON OHVV WKDQ WKH VFRpidHRp Qv SHRA W XPHFOoOXGLQJI WKH

R B AU PR U iog iy Sy W1 11 QLS i VBB i 516 76 (60
: R C DW WKH 5 ° HSDUWPHQW JHPH ERDUG FRPELQHV WKH YD
FRQVLGHUHG WKLV DUHD WR EH D NH\ RXGBW\RFRWWHH HQJIDJIHG LQ WKH SURMHFWV7}:<IHSPH[EJQFRSIJ_‘-?E_'Q%FEI%CQ(%ﬁ\)-V UHVSRQVEEEE%%HS\Q ©

WR FRQILUP WKDW WKH *URXS KDV VXIILFLHQW HR®RM PWWRE RoWKH RVKHU LQIRUP Xle\gB Wi QIOH UHSRUWL

SRVLWLRQ UHVXOWLQJ LQ VXIILFLHQW ILQD EFLBY B FRSUWH —RKHOS RBAV UIHQ 8 XW Kiily RWRK H B 5 Q IRWPDRNOLWR @& IL@L W\ LV WR REWDLQ U

FRPSOHWH WKH GHYHORSPHQW DFFRUGDQFH ZLWK 3DUW Rl %RRN RRWKRKUXMFKQEROBLOKHWKHU WKH DQQXD
&RGH 7KH PDQDJHPHQW ERDUG DQG Wi ¥XwidgY DJH FRPSOLHV ZLWK W

,Q DGGLWLRQ ZH DVVHVVHG WKH KRXUO\ UDWR XYE8CDIRN WK SFHIOYVORSAHRW HQVXULQJ WKDW WKH

HPSOR\HH FRVWV DQG WUDFHG WKH FDSLWDQLyp & KW ERHONUMRS Bl WYPHUDZQ XSHOBUIREBHEBKRIGSULWDPLQDWLRQ LQ DF

UHJLVWUDWLRQ 1R GLIIHUHQFHV ZHUH QRWH{ L@ WKH & $ URRHE XM HMy LR Qv E DOXWFK ODZ LQFOXGLQJ 'XWFK 6WDQGDL
%DVHG RQ WKH SURFHGXUHV SHUIRUPHG zH YREYE W¥ERD s RpW I XWFK &LYLO &'T:%\HLVV\)/(:L?SDF?ESREJUKDHFVCV\Q;?N\';S%DONHH KYHDW
GHYHORSPHQW FRVWV WR EH VXSSRUWHG ZLWK DYDLODEOH HYLGHQFH Q Q

YHUDQWZRRUGLQJVGRFXPHQW! DVVXULI
UHODWLQJ WR FRPSOLDQFH ZLWK FULW
UHSRUWLQJ

$OIHQ $QQXDO 5HSRUW



2XU H[DPLQDWLRQ LQFOXGHG DPRQJVW) RRWKISDWLQJ WKH ILQDQFLDO VWDWHPHQWY WKH

( 2EWDLQLQJ DQ XQGHUVWDQGLQJ RI RABQPHDRMHAWIFRDUG LV UHVSRQVLEOH IRU DVVHVVLQJ WKH
ILQDQFLDO UHSRUWLQJ SURFHVV LOREFRERYYV WELOLWIRMRERREWUQXH DV D
SUHSDUDWLRQ RI WKH UHSRUWLQJ 9PBFEWHGHRQ WKH ILQDQFLDO UHSRUWLQJ IUDPHZRUNYV

( ,GHQWLI\LQJ DQG DVVHVVLQJ WKH UP QW R WKHH PQQ%&%#PHQW ERDUG VKRXOG SUHSDUH
| HQWV XVLQJ WKH JRLQJ FRQFHUQ EDVLV
UHSRUW GRHV QRW FRPSO\ LQ DOO ,E’ S;ZI N
ZLWK WKH 576 RQ (6() DQG GHVLJQL LQJ VV WKH WKH\ LQWHQG WR OLTXLGDWH WKH
WR FHDVH RSHUDWLRQV RU KDV QR UHDOLVWLF
SHUIRUPLQJ IXUWKHU DVVXUDQFH S X\%ON R VR 7KH ODQDJHPHQW %RDUG
UHVSROULYH WR WKRVH ULVNY WR SIFRKIGH BLEPERVARER0A (LoD0FLDO VWDOWHPHQWY DO1 HYHQWY
D%G FLUFXPVWDQFHY WKDW PD\ FDVW VLJQLILFDQW GRXEW RQ

8 REWDLQLQJ WKH UHSRUWLQJ SDFRN rJiHFRQ§D%\!V DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ
SHUIRUPLQJ YDOLGDWLRQV WR GHWHUPLQH ZKHWKHU

WKH UHSRUWLQJ SDFNDJH FRQW D/IKQLL § X SHKIY LEBUREBRDUG LV UHVSRQVLEOH IRU RYHUVHHLQJ
:%5/ LQVWDQFH GRFXPHQW DQG WKH ;BREPSDQ\!V ILQDQFLDO UHSRUWLQJ SURFHVYV
HIWHQVLRQ WD[RQRP\ ILOHV KDYH EHHQ

SUHSDUHG LQ DFFRUGDQFH ZLWK2W#tH WHHY BRRIGBYBEELOLWLHYV IRU WKH DXGLW RI WKH
VSHFLILFDWLRQV DV LQFOXGHG LIQ QR BETLORQUWMDWHPHQW YV

8 EI[?DQPVLRQOLLQCSDV\\//VT—:—(IB "HC_Q('?RDUQPFDLV[\)/'C‘)R\?WUDH [ngW %j \/ LW\ LV WR SODQ DQG SHUIRUP DQ DXGLW
UHSRUWLQJ SDFNDJH WR GHWHU H %PDQQHU WKDW DOORZV XV WR REWDLQ
UHTXLUHG POUN XSV KDvH EHHQE \}'lH%# o 0 SURSULDWH DXGLW HYLGHQFH WR SURYLGH D

b l %RSLQLRQ 2XU REMHFWLYHV DUH WR REWDLQ

Koo Eol DU VXUDQFH DERXW ZKHWKHU WKH ILODQFLDO

ZKHWKHU WKHVH DUH LQ DFFRUG H
576 RQ (6()
VWDWHPHQWY DV D ZKROH DUH IUHH IURP PDWHULDO

1R SURKLELWHG QRQ DXGLW VH'EJLWE/I'WI'IP\WHPHQW ZKHWKHU GXH WR IUDXG RU HUURU DQG WR
LVVXH DQ DXGLWRU!V UHSRUW WKDW LQFOXGHV RXU RSLQLRQ

7R WKH EHVW RI RXU NQRZOHGJH DQGSHPYRQRDEGHKDYUXYRWFH LV D KLIK EXW QRW DEVROXWH OHYHO
SURYLGHG SURKLELWHG QRQ DXGLW VRHUNY¥KHVDRFUOHRGUVWGORW D JXDUDQWHH WKDW DQ DXGLW
LQ DUWLFOH Rl WKH (XURSHDQ 5HFPRIIOCNKIFRMHR QA Q HFHRUEGDQFH ZLWK WKH 'XWFK 6WDQGDUGV RQ

UHTXLUHPHQWY UHJDUGLQJ VWDWXW RXGH X 1QW R GXEP4D\V GHWHFW D PDWHULDO PLVVWDWHPHQW
LOQWHUHVW HQWLWLHYV ZKHQ LW H[LVWV OLVVWDWHPHQWY PD\ DULVH GXH WR IUDXG

RU HUURU

5HVSRQVLELOLWLHV IRU W KKH\D D:@@:\LL@JHG PDWHULDO LI LQGLYLGXDOO\ RU LQ WKH
JDWH WKH\ FRXOG UHDVRQDEO\ EH H[SHFWHG WR

VWDWHPHQWV DQG WKH DXE#’WHQFH WKH HFRQRPLF GHFLVLRQV RI XVHUV WDNHQ RQ

WKH EDVLV RI_ WKH ILQDQFLDO VWDWHPHQWYV
SHVSRQVLELOLWLHYV RI WKH PDQDJHPHQW ERDUG

DQG WKH VXSHUYLVRU\ ERDUG I@M’WKWOFD’%[@QF*E\M‘OWKH QDWXUH WLPLQJ DQG H[WHQW RI
VWDWHPHQWYV RXU DXGLW SURFHGXUHV DQG WKH HYDOXDWLRQ RI WKH HIIHFW

RI LGHQWLILHG PLVVWDWHPHQWY RQ RXU RSLQLRQ

7KH PDQDJHPHQW ERDUG LV UHVSRQVEEQH IRY WD LOHG GHVFULSWLRQ RI RXU UHVSRQVLELOLWLHV LV

( WKH SUHSDUDWLRQ DQG IDLU SUHVHQWDR Q R WWKIKKHDSSHQGL] WR RXU UHSRUW
ILQDQFLDO VWDWHPHQWY LQ DFFRUGDQFH ZLWK (8 ,)56

DQG 3DUW RI %RRN RI WKH 'XWFK=Z2RQOHHRREXP U QG

'RU SULFHZDWHUKRXVH&RRSHUV $FFRXQWDQWV 1 9
( VXFK LQWHUQDO FRQWURO DV WKH ODQDJHPHQW %RDUG

GHWHUPLQHV LV QHFHVVDU\ WR HQDE H WX I 13U BORHD VBISR Q
RI WKH ILQDQFLDO VWDWHPHQWY WKDW DUH IUHH IURP
PDWHULDO PLVVWDWHPHQW ZKHWKHU GXH WR IUDXG RU
HUURU

$OIHQ $QQXDO 5HSRUW



$SSHQGL[ WR RXU DXGLWR W !&RQFE>ERQIRQRWKH DSSURSULDWH@HVRPRXWKFDWH ZLWK WKH VXSHUYLVRU\ ERDUG
DJHPEESZW ERDUG!V XVH RI WKH JRHIDUBRQBHDORQJ RWKHU PDWWHUV WKH SODQQHG VFRSH

WKH ILQDQFLDO VWDWHPHQ\&S’SLV RI FRXQWLQJ DQG EDVHG RQGNVWHPRLXQGLRN WKH DXGLW DQG VLJQLILFDQW DXGLW ILQGLQJV
$OIHQ 1 9 HYLGHQFH REWDLQHG FRQFOXGLQJLAKHOMXIGHQ D DPOWHUQRDOFDQW GHILFLHQFLHV LQ LQWHUQDO
XQFHUWDLQW\ H[ILVWV UHODWHG WRFROWQW® WK®WWH LGHQWLI\ GXULQJ RXU DXGLW ,Q WKLV
,Q DGGLWLRQ WR ZKDW LV LQFOXGHG L@ REEHLIWMARIQNRW K\D WHBRUM VW VL JQ LUHNSBE\WWE RXE WOR/R WKWXH DQ DGGLWLRQDO UHSRUW WR WKH
ZH KDYH IXUWKHU VHW RXW LQ WKLV DSERIRSDQWRKWBWELOLWY WR FRQWLQXH DXGLIRIFRP FRQWHWBQLQ DFFRUGDQFH ZLWK DUWLFOH RI WKH
UHVSRQVLELOLWLHV IRU WKH DXGLW RI WEKH FIRFOQ®HL WKDW D PDWHULDO (8 GHHIXWD WQWRQ H{QVWSHFLILF UHTXLUHPHQWY UHJDUGLQJ
VWDWHPHQWY DQG H[SODLQHG ZKDW Dz RAXUHWUHIMNR QHIEVWR GUDZ DWWHQWWRO X ¥ RX\UDDOGE MWRIUSKEOLF LQWHUHVW HQWLWLHV 7KH
UHSRUW WR WKH UHODWHG GLVFORVYRQURIYPIDQVWK®G LQFDQIBIHIOLQ WKLY DGGLWLRQDO UHSRUW LV
7KH DXGLWRU!V UHVSRQVLELOLWLWYWIRAY WKHRD XIG WFK GLVFORVERRAV LD/WH Q@D BIHWK IRXM DXGLW RSLQLRQ LQ WKLV DXGLWRU!V
RI WKH ILQDQFLDO VWDWHPHQWVWR PRGLI\ RXU RSLQLRQ 2XU FRQFAXMIRWW DUH EDVHG
RQ WKH DXGLW HYLGHQFH REWDLQHG XS WR WKH GDWH RI
‘H KDYH H[HUFLVHG SURIHVVLRQDO MXGR KB HRM BREUKP U SRUW DQG DUH PBHIGHYRY Wakh VERO WXPWUY YLVRUV ERDUG ZLWK D VWDWHPHQW
PDLQWDLQHG SURIHVVLRQDO VFHSWLFLEP AMKUREIKRXY WKW KH 1LODQFLDOMAPYMVAP KEWY DRPSOLHG ZLWK UHOHYDQW HWKLFDO
DXGLW LQ DFFRUGDQFH ZLWK 'XWFK 6WDORRBHGYRFYYHU IXWXUH HYHQWYV RLU"E?Q?Q;'T'_W‘L Yy BPYyDUGLQJ LQGHSHQGHQFH DQG WR
$XGLWLQJ HWKLFDO UHTXLUHPHQWYV DQ® %R WeHRERREHMQ\ WR FHDVH WR EFREWLBKROPMH X LWK WKHP DOO UHODWLRQVKLSV DQG RWKHU
UHTXLUHPHQWYV 2XU DXGLW FRQVLVWHGRDBR @& @K PDWWHUV WKDW PD\ UHDVRQDEO\ EH WKRXJKW WR EHDU RQ

WKLQJV Rl WKH IROORZLQJ H FH DQG ZKHUH DSSOLFDEOH UHODWHG

N N ( (YDOXDWLQJ WKH RYHUDOO SUHVHQ %ﬁ%%&%%’“ (fQFgLQDWH WKUHDWYVY RU VDIHIJXDUGV

( .GHQWLI\LQJ DQG DVVHVVLQJ WKH ULMVRG {R/HBOBWKIUWRA ILOQDQFLDO VWDW 'gv L XGLQ WRF
PLVVWDWHPHQW RI WKH ILQDQFLDO VWPWHRAOMWWUY DQG HYDOXDWLQJ ZKH b Wk H ILQDQFLDO

ZKHWKHU GXH WR TUDXG RU HUURU GHBWP\WRLRH PRP UHSUHVHQW WKH XQGUHRO\WEXHWORQWHDIFWERONXQLFDWHG ZLWK WKH VXSHUYLVRU\
SHUIRUPLQJ DXGLW SURFHGXUHV UHVBERQVILYHQMR/ WHKRYBPDQQHU WKDW D EKRIHYHVZHD GHWHUPLQH WKRVH PDWWHUV WKDW ZHUH RI

VXIILFLHOW DOG DSSURSULDWH WR SURYLGH B EBYLY IRU L K o G kS At QDR P0

RXU RSLQLRQ 7KH ULVN Rl QRW GHWHPWHQUHY PROMUEIDODIRU SODQQLQJ o DV%(FLQFB W\EQTJIP\\&/KH ESS,UHHQ\QIHSVHF%LLFEGH E,)\,?(iVDHUEDWWKVC'SS\I,RLUQH
PLVVWWDWHPHQW UHVXOWLQJ IURP IVDOR®S ¥ XEUWHWRVRDWDLQ VXITLFLHQWLLR 5 SIWRSULRWIN KebW\w xooHVYVY ODZ RU UHIXODWLRQ

IRU RQH UHVXOWLQJ IURP HUURU DWYUBGKQFAHDUY H YYRGLYGH WKH ILQDQFLD ERY RN { §UVF0RVXUH DERXW WKH PDWWHU RU
FROOXVLRQ IRUJHU\ LQWHQWLRQDB@®RWPLWVYHRQRW EXVLQHVV XQLWV ZLWK H%KH l1j_| |_P H l_[J)IleJ\I-/I FLUFXPVWDQFHVY ZH GHWHUPLQH
PLVUHSUHVHQWDWLRQV RU WKH LQWRHWQWUROQ D RY RBULRERRRQ WKH ILQQ\R(FEJ-\};)LJB WHTHRRR% 0 ORW EH FRPPXQLFDWHG LQ RXU

LQWHUQDO FRQWURO :H DUH DOVR UHVSRQVLEOH IRU WKH GL LR Z2Q F ¥X 9 HUN k MEBREQYHUVH FRQVHTXHQFHV RI GRLQJ VR
( 2EWDLQLQJ DQ XQGHUVWDQGLQJ RI RBF Y IBBZFRIBWB'FQCPXG'—W ZRUN SHUkFﬁ?L&/P’_%Gull—PPHV% HEOMNTEYH H[SHFWHG WR RXWZHLJK WKH SXEOLF

UHOHYDQW WR WKH DXGLW LQ RUGHR WS VBﬁ? X&Ly H UHPDLQ VRO{Q UYWRMLEBERM WAPRI VXFK FRPPXQLFDWLRQ

SURFHGXUHV WKDW DUH DSSURSULDWY BX@hkW RSLQRLRQ

FLUFXPVWDQFHV EXW QRW IRU WKH SXUSRVH RI

H[SUHVVLQJ DQ RSLQLRQ RQ WKH HIITHFWLYHQHVV RI WKH

&RPSDQ\!V LQWHUQDO FRQWURO
( (YDOXDWLQJ WKH DSSURSULDWHQHVV RI DFFRXQWLQJ

SROLFLHV XVHG DQG WKH UHDVRQDEOHQHVV RI

DFFRXQWLQJ HVWLPDWHY DQG UHODWHG GLVFORVXUHYV

PDGH E\ WKH PDQDJHPHQW ERDUG

$OIHQ $QQXDO 5HSRUW



JLPLWHG DVVXUDQFH UHSRUW RI WKH
LQGHSHQGHQW DXGLWRU RQ WKH
VXVWDLQDELOLW\ VWDWHPHQW

BBB

7R WKH JHQHUDO PHHWLQJ DQG WKH YXSHUFED/RUWERRUE RIXU FRQFOXPSKQVLY RI PDWWHU , QKHUHQW OLPLWDWLRQV LC

$OIHQ 1 9
‘H FRQGXFWHG RXU OLPLWHG DVVXUD\gﬁgK—i@\mw WKH GRXEOH PDW,}(G(LVDV&[_)V%\QDELOLW\ VWDWHPH

DEFRUGDQFH ZLWK 'XWFK ODZ LQFOX

2XU OLPLWHG DVVXUDQFH BREQEOUEY LR GvvxubQrirseUnrkwHy DYy RM W SURFHVYV DEFRUGDOFE ZLWK WKH (656 WKH 0D 0L
GXXU]DDPKHLGVYHUVODJJHYLQJ! DVV.XU®QHEX DWWHOWLR WR VHEWLROV

oy ng e susmverues o cor GOURBRRR IS o1, SR g e ser oy, SRRSO Sk

PRPH WR RXU DWWHOWLRQ WKDW FDX Gy ot BB bt w/fUEK BWD QG DUR WESOIGLY EPVGHGHR R WKH VX VWD LQRE QU WWBW HRH R FKH Q WKH 1XWX

WKH VXVWDLQDELOLW\ VWDWHPHQW RigSH) ﬂt(?\Aévi%’if'Y(%[')WHU$V\/Q><GUDDUQGF5QHgEngRQfUHV LQ WKHVH VHFWLRQV H{S@RUR DR WMIREOHEXIWID 7KH DFWXD

AVQAWVYWKH RQIRLQJ GXH GLOLJIWMEFHHD QG IGRMEONH VLQFH DQWLFLSDWHC
$O0IHQ IRU LV QRW LQ DOO PDWHWWRWRHYHWRBOWXGLWY RU UHYLHZV RI Kb WM B Vb bR @\l bARRFVPP o w SURFHVVQRQ\FQKﬁXQbUR-E[)SMWSVHG )QRUZDUG ORF

( SUHSDUHG LQ DFFRUGDQFH ZLWKL®IKRUPOWRIRIPQ2XU UHVSRQVLELOLW Ly % @Yo WKE VWMWBIQISPWIFG VWD NHK :
6XVWDLQDELOLW\ SHSRUWLQJ 6 WG PUSWKKES EHIF ULEHG LQ WKH VHFé/\?Ilcﬂ_QHé)ﬁ& LV DO RO JRLOJ suDFWLF&&%%J\NMMH\@%%F&YQW?V\&%%RD,:F,:V;LURQ:,\_{ s
DFFRUGDQFH ZLW;E WK H SU%FHVVRF;”“S*'FR%V@@@OEQ’LHV IRU WKH OLPLWHBDPR WXIUDRBHFR O B ANPHR WO IHQ !V VW BR W)Y b FPHY RQHWKH DFKLHYDELOLW\ R

LQIRUPDWLRQ WR EH UHSRUWHG & %Nk%%\fﬁ%%bwéﬁELOLW\ VWDWHPHQMWR & RXYFWHYRWWHVH EXVLQHVV UHOD\WIR@VKWS R QRSHUDWLQJ
| @jg ;
VL

WKH FRPSDQY WR LGHQWLI\ WKH W-WKH DVVXUDQFH HY L GHRXUFE £la KPP VHOOLQJ FRQWH[WY UHOHYDQW IRU
UHSRUWHG SXUVXDOW WR WKH (SE §R VXIILFLHQW DQG DSSURSNBRWKRWR IPURBYGH PURXS 7KH G R XEOH FRABBYDES OWW\ RI VXVWDLQDELOL
U RXU FRQFOXVLRQ DVVHVVPHQW SURFHVV PD\ DOVR EH LPEWEWHG HQWUWHHM\ DQG RYHU WLPH P
( FRPSOLDQW zLWK WKH UHSRUWLQJ UHTXLUHPHQWYVY VHEWRU VSHFLILE VWDQGDUGVY WR EHVHIER OWAE RiKKLVWRULFDO VXVWDLQDEL
SR R aRP! SHixoDWLRG | ZRYOPYEHSHQGHQFH DQG TXD O LW WHLQEE HELHQ Wiv 0w P hiow PDL WIRIE R LHAHI B R 1 LIBE GG (656 DQG EL WK

tylv\y(ﬁHDQG RSSRUWX QLMW LRRUPGCEUMAWRIIDORQ ZKLFK WR GUDZ
r%g F VFORVXUH WKDW FHEPPKXUGIGW KL ¥ XBORUPDWLRQ 7KLV DO

G
o]

7KH VXEMHFW PDWWHU RI RXU (:)H DU\%QQ@SBSR/Q)&Hﬁ\&FE 301HQ LQ DF%H \leD

d HRULR VL H RQDIKDQNH

SURFHGXUHV DFFRXQWDQWY ELM DVVXUDQFHRSGU%@ \%fpﬂz ,¢ SR FRRVLGHU LPSRUWESGW LFP WMWRR RO GLITHUHQW  EXW DFFH
U

PHDVXUHPHQW WHFKQLTXHYVY HVSHFLDO
HWKLFV IRU SURIHVVLRQDO DFFRXQW

DWLRQ ZLWK

\HDUV

‘H KDYH FRQGXFWHG D OLPLWHG DVVXUDVEHE WA RIHPERIHQGHQFH DQG RWKIHIUFHBEHXDPORO LV QRW PRGLILHG LQ UHVSHFW RI WKLV

RQ WKH VXVWDLQDELOLW\ VWDWHPHQMQOBHSAGFEHHEH UHIXODWLRQV LQ WKHpPpWWKHUODQGV &DOFXODWLRQV WR GHWHUPLQH LQIRUF
$PVWHUGDP IRU LQFOXGHG LQ VHRWURK NUYNRDY QDE IKODMWH\ FRPSOLHG ZLWK WKH WKH VXVWDLQDELOLW\ VWDWHPHQW DU
VWDWHPHQW RI WKH 5HSRUW RI WKH ([¢HXRU-HQE&RRPIVEWIDHY HQ EHURHSVUHJHOV DVVXPSWLRQV DQG VRXUFHV IURP WKLL
LQFOXGLQJ WKH |{Q|RUPDWLRQ LQ\FRUSRF’@X\Q‘WD@NW!KFQ*%$ 'XWFK &RGH RIEHWKILEMVRIRQGLQJ LOQIRUPDWRORAXc@RYIVIRUPDWLRQ DERXW DPRQJ
VXVWDLQDELOLW\ VWDWHPHQW E\ UHISURKIQRY LRIGBODDW HRX YIKDIQ W Vv | Q FROOHFWHG IURP DF
VXVWDLQDELOLW\ VWDWHPHQW 3Z& DSSOLHV WKH DSSOLFDEOH TXDOL\\/N>\< I;DN(BIB'JFH\I/DVH(\QA\/NR DVVXUDQFH SEEERL%HZGKgfggQQURSULDWH 'H KDYH Q

WR H[WHUQDO VRXUFHV RU ZHEVLWHV ? 119.0 SHIWWPEPWHRRYWRHYQG WKHUHWR UHODWHGNE HYHORMWKHIHYDOL WRXUFHY RWKHU WK

L QG DFFRUGLQHYSRPWOWRLLAMPLRXV \HDUV KDYH QW B EIQOV WA MHGNVSWR XVLELOLW\ RI WI
WKHVH HIWHUQDO VRXUFHV RU ZHEVL vg)R
RXU OLPLWHG DVVXUDQFH SURFHGXU R RI TXDOLW\ RIHOVRPIEOMH RU OLPLWHG DVVXUDQFN RRURFHG KWRHR WKLUG SDUWLHV XVHG
VXVWDLQDELOLW\ VWDWHPHQW :H WKE

h G§I§§VP§|§ g—lq ROLFLHY DQG SURFHGXUHYV

Q Fﬁ: @] é\/ WK HWKLFDO UHTXLUHPHQWYV
SURIHVVLRQDO VWDQGDUGY DQG RWKHU UHOHYDQW OHJDO DQG
UHIJXODWRU\ UHTXLUHPHQWYV

O WKH VXVWDLQDELOLW! VWDWHPHQ‘M”@WWE WV EEJJ; BRW WR WKH IDGHPRUUTRGRGGUGWHQIRUPDWLRQ LG UREHGXY WD FADWKSLEROWHOW R1 WKH
S,

DVVXUDQFH RQ WKLV LQIRUPDWLRQ

$OIHQ $QQXDO 5HSRUW



5HVSRQVLELOLWLHY IRU W RVKHWX XM DADEYPEW \OVWRWHP HQW WHKDMQ G WEH H 1L RPWKRWBIO LIDHOT X LU H P HQ WQ@DBQELQJ RQ D OLPLWHG VDPSOH E
R LY YWRWHPE HWKHU GXH WR |UDX&HBY GIBHWE@EH UHTXLUHPHQWY 2XU SURMHGEXUMHY DQG H[WHUQDO GRFXPHQV
VWDWHPHQW DQG WKH UHYTHZ HU R6< FOXGHG_DPRQJVW RWKHUV WKH IROGRZDQHQ LQFOXGLQJ RWKHU HQWLWL

7KH 6XSHUYLVRU\ %RDUG LV UHVSRQV HOl RYHUVHH WKH LOIRUPDWLRO PD\ VV
5HVSRQVLELOLWLHY RI WKH 0D QUXHHSHHGIY 9% RDANDGEG QDELO LW\ UHSRU) %Lgﬁ %é@iﬁg\;} p.&VS@QDGQ%QR[éSv%?‘g{E@VUngGLVFOSVXUHV ’

DQG WKH 6XSHUYLVRU\ %RDUG N%%g/%wo'ﬂ PDWHULDOLWA SURFHVV F XQGLHLE% %VggLQJ | UHOHYDQW VXVWDBHDRBEQOIWMKHWAKWRHY LQIRUPDWLRQ L
VXVWDLQDELOLW\ LQIRUPDWLR DQG LVVXHV WKH FKDUDFWHULVWLFVURISRUWQVRWGEHQWLI\ PDWHULDO LQF

7KH 0DQDJHPHQW %RDUG RI $OIHQ LV%XIvSHHVL%%QVIJ%LELOLWLHV IRU WK DQG WKH YDOXH FKDLQ ZQWK WKHNYXVWDLQDELOLW\ VWDWHP

H NP L WIS
WKH SUHSDUDWLRQ RI WKH VXVWDLQDEVYXWD/BMHP@IWIHPHQW RQ WKI—tgl,V_&WngUEE%/&RK H\R//L\g/g \?VVRVEHXVU'\Q%%?N&%% mﬁ'%ﬁngHVéURHuEl?g lHR[l\J’V\':

DFFRUGDQFH ZLWK (656 LQFOXGLQJ WKW BWYHORQRMHQW DQG RXW E\ $OIHQ DV WKH EDVLV IRU WKH MR/ YOLAM) WKLY WKH QDWXU

LPSOHPHQWDWLRQ Rl WKH GRXEOH PDWHULDOLW\ SURFHVYV
ZKLFK LV D SURFHVV WR LGHQWLI\ WKAXUQURIYSBRRYRBELOLW\ LV WR SODQ DQG feH Dﬁ\}% \}V%%OV\?,XG)({HPSRD'F[\)NOVQ“P\Dwgyh OH RI WKHVH FRPSRQHQW:
UHSRUWHG LQ WKH VXVWDLQDELOLW\ BVMWBRFGWHQIDIHPHQW LQ D PDQQHU E % R FrRUGDorH 21wl RENEARY ZHUH SHUIRUPHG FHQW!
DFFRUGDQFH ZLWK WKH (656 DQG IRU REWPORW XIILWKHQW DSSURSULDWH DVVX L F ROk FY%R 88A% HUL QI ZKHWKHU WKH GLVFOR!
SURFHVV LQ WKH VXVWDLQDELOLW\ VWPR¥PGH)W EDVLV IRU RXU FRQFOXVLHAQ2EWDLRERI PMYRXIBHRTXLULHY D JHRHEBAVY WKH UHSRUWLQJ UHTXLUHP
WR REWDLQ D OLPLWHG OHYHO RI DVVXUYREHY VIMPREEQR NI WHLQWHUQDO RFRRWKERGD[RQRP\ 5HIXODWLRQ IRU HI
7KLV UHVSRQVLELOLW\ LQFOXGHYV DERXW ZKHWKHU WKH VXVWDLQDELOLW\HRYbWRHPRI-HRW | B QilQ!V SURFHVVHV IR YD PRREMHFWLYHV UHFR
XQGHUVWDQGLQJ WKH FROQWH[W LQ PKRF BWHQUDIO PLVVWDWHPHQWY DQGURRYWWXRIDHARVPLYW\HEHODWHG DQG YRQEHEEDLE) UHFRUGY RI $OIHQ DQG I
DFWLYLWLHVY DQG EXVLQHVV UHODWRRQOXKD Q¥ HVPRGFOXNERQ LQ RXU UHSRUMRIBUVPPWBRQAPWHEWVQIRUPDWLRQ VAVMHAMIRQ W $Q WK WKH VXVWDLQDELOL
DQG GHYHORSLQJ DQ XQGHUVWDQG IFQRR) UIWW DUIRIEWHEXG RU HUURU DQG MY ERYVIHYYEHEW SURFHVV UHOHYD QW R WHYHDVRQDEOH LQ SDUWLFXOTL
VWDNHKROGHUYV PDWHULDO LI LQGLYLGXDOO\ RU LQ WKIﬁRL_B'b%D %M\ﬂ\/\/iﬁ\ggzk@l‘gﬁl:HfﬂzQ%lé\S/M[\)’VFﬂz/\'/-LQYDLEA'/-E’*;Hgi{%i\ﬁ@@ RPRE DFWLYLWLHV PH
DEQ [SHFWHG WR LQIOXHQ G+ | ! R & & ML TXDOLI\ DV DOLJQHC
\LNPKSHDI,ESVT,QV,;/FLQIV\I]EDQV\,/_,LJFE?NE\I(FYVESGD;g&ma %W&%@@%H EDVLV RI WKH VXWVAMDILEPEH L BR®\DOLIQHG DFWLYLWLHVWHEK §URS® B WHHULD DUH PHW DQG
VXVWDLODELOLW\ PDWWHUV DV zHYMBWHRNRW pifd! SURFHGXUHV YDU\ LQSOYWXRYWXHHE wYBYEGHC IRU LQ WKH BRER®EBO\LOJ NH\ SHUIRUPDQFH LQG
RSSRUWXQLWLHY WKDW DIIHFW RU FRYXo P QRRARG BEYY 4R HIWHQW wWKDQ Py XB MR SZDLE%MRXW WHVWLQJ WKH RpHYRPWIHY KDYH EHHQ GHILQHG D
H[SHFWHG WR DIIHFW WKH $01HQ!v RVYBHPREH SRYOWHRBAW 7KH OHYHO RHEBHTWLEHRHAVYV RI FRQWUROV DFFRUGDQFH ZLWK WKH 7D[RQRP\ UHI
ILQODQFLDO SHUIRUPDQFH FDVK |ORQ§W@§,,QML\@RD OLPLWHG DVVXUDQF H( HQUMHWPHQIWWVIKVH GRXEOH PDWHULDOLWUBPRERVUN ADQ® EFRR® SO\ ZLWK WKH U
ILODOFH RU FRVW RI FDSLWDO RYHUMK§RHH/RRFHW XEVWDQWLDOO\ OHVV WKDRXWKEN BOVKQ D@THLGHQWLI\LQJ DQG DWIKVLVUHPHQWNDIURNLGHG IRU LQ WK
PHGLXP RU ORQJ WHUP REWDLQHG LQ D UHDVRQDEOH DVVXUDQWH H ¢ XIVIHPIHIDDELOLW\ VWDWHPHQW BOFRRBWQRYKHQFOXGLQJ WKH IRUPD)

LVFORVXUHV RYLGH IRU LQ WKH BB RMALHY DUH HVHQWH
WKH DVVHVVPHQW RI WKH PDWHULDQXW\RRMKWMKNHUHGSRYVULIEH®LWLHV LQ UHV%hJ&/gBWMé@ﬂiﬁP&NVQEGVGOHD%LSJ R %@%Ag%ﬁigﬁt' J V\yKHSL?HOHSDQVS ILQDQF

LPSDFWV ULVNV DQG RSSRUWXQLW DNW XHOPWHHEQYBIHPHQW RQ WKH VXVWPHQDFOKWWRQ RU PDWHULDO PLVVW WHEH Q% Y 0ZK B KHPD W H P HO W V
\éé\s/\(JvF[e)léLQJEDEvbﬂL\va}lupﬁ\vavég%\Q EE) VSOWWW@HP@%%QW\%@Q GXH WR IUDXG RU HUURU DUH OLNHO\ WR., of'WKH RYHUDOO SUHVHOQ
Q BHUIRUPLQJ ULVN DVVHVVPHQW SURFHGENUIHQHGQFOX GLIHJUIRUPHG IXuwkHU (LJ: ODQFHG FRQWHQW RI WK
PDNLQJ DVVXPSWLRQV DQG HVWLPDWWE\X)’[‘de‘chPBQ XQGHUVWDQGLQJ RI LEWRBHGOUHNQMLPRIG DW GHWHUPLQLQ \%/ b FOXGLQJ WKH UHSRU
UHDVRQDEOH LQ WKH FLUFXPVWDQFHY;joHYDQW WR WKH HQJDJHPHOW WR \DCVVORMLQDPEKQUW\ VWDWHPHQW LVIUI—K|§-LQ/|? gli% gyvo KH 7D[RQRP\ 5HJX
PDWHULDO PLVVWDWHPHQWY DUH OLNHOAVWRWHPYRWY UHVSRQVLYH WR W LN WE W
7KH 0DQDJHPHQW %RDUG LV DOVR UHVSRIQMWVEAY GMH WR IUDXG RU HUURU (D@BQVLGHULQJ ZKHWKHU WKH GHVFUL sHiRd. &1 A T
SUHSDULQJ WKH GLVFORVXUHV LQ FRPSQLDQIEHALWENKHUIRUPLQI SURFHGXSHRFHMMS WRVLEHQWLIN WKH LQIRUPDWIE FEHD %\%%ZKHWKHQU WKH
UHSRUWLQJ UHTXLUHPHQWYV SURYLGHG W@ $YWBFHOBID WHUIBDO PLVVWDWHPHQWR BUKHH ODAVOR WP ELOLW\ VWDWHPHQ = ZKROH LQFOXGLQ.J
5SHIXODWLRQ WKH #7D[RQRP\ S5HIRGPWH RE3WKH VXVWDLQDELOLW\ VWD MHPRIIHP HRVH WRONRDSSHDUV FRQVL L}\I,R{) Y@P
/KH 0DQDJHPHQW %RDUG LV DOVR UHVSERWLEQWHRKWLQJ D PDWHULDO PLVVWBEWRPHOWFORWOE LRXW E\ $OIHQ GLVFORVHG LO DFFRUGDQFH ZLWK (6°
VHOHFWLQJ DQG DSSO\LQJI DCGGLWLRQDQU@WHWX ¥ SHFk LK HU WKDQ IRU RQH (/HH\OXDWILHE WKRPPHWKRGV DVVXPSWLRQV DQG GDWD IRU )
GLVFORVXUHV WR HQDEOH XVHUV WR XQGRR(WBQG JHKE FHHROYROYH FROOXYH RO RRYPHUNVWLPDWHY DQG IR UZDH 6 RPFPRIQUEDWH ZLWK WKH 6XSHUYLVR
VXVWDLQDELOLW\ UHODWHG LPSDFWV | WN(?\H;B@EB%&QVW#G\V/ PLVUHSUH\OHRWHDMLIRRQY R MAKH. QJ ZKHW K H UU$IG HIB VQIHWRR QY RWKHU PDWWHUV W

LVFORVXUHV LV FOH

D(S?G IRU GGHWH%P'-Q'-QJ WKDW WKHVH DGeWLR @RORY Q@’\’VWEJQDO FRQWURO |RU GHYHORSLQJ HVWLPDWHV DUH DBEG&® REUPLIQW HRD @& H UHYLHZ DQG VLJIQL
VSHFELILF GLVFORVXUHV DUH VXLWDEOH LQ WKH FLUFXPVWDQFHV KDYH EHHO FROVLVWHOWO\ DSSOLHZH RG NG HRVEKELOJ RXU OLPLWHG DVV
DQG LQ DFFRUGDQFH ZLWK WKH (656 3URFHGXUHV SHUIRUPHG GLVFORVXUHV 2XU SURFHGXUHV GLG_QRW LQFOXGH

)XUWKHUPRUH WKH 0DQDJHPHQW %RDUG LV UHVSRQVLEOH y = L%WH%*BGHﬁDELHVHG

WHVWLOJ WKH GDWD RQ ZKLFK WKH

IRU VXFK LQWHUQDO FRQWURO DV WK HOIDINH Hit HQRL V&R® BG RIHVVLRQDO MX Gy [ R (PeHod by b o ar 5 1 kb R

GHWHUPLQHV LV QHFHVVDU\ WR HQDEPHLY b SWMEGNURYDBURHSWLFLVP WKUB X3 KBYW MLUEK wR RS $O,H3§%ﬁﬁmppD%W,?/§VH&RRSHUV $FFRXQWD
DVVXUDQFH HQJDJHPHQW LQ DFFRUGDQFH ZLWK WKH 'XWFK )6 YDQ GHU 30RHJ 5%
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