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7KLV�$QQXDO�5HSRUW�RQ�)RUP����.�FRQWDLQV�IRUZDUG�ORRNLQJ�VWDWHPHQWV�ZLWKLQ�WKH�PHDQLQJ�RI�WKH�)HGHUDO�6HFXULWLHV�
/DZV�� 5HDGHUV� FDQ� LGHQWLI\� WKHVH� IRUZDUG�ORRNLQJ� VWDWHPHQWV� E\� RXU� XVH� RI� WKH� ZRUGV� ²H[SHFWV�³� ²DQWLFLSDWHV�³�
²HVWLPDWHV�³�²EHOLHYHV�³�²SURMHFWV�³�²LQWHQGV�³�²SODQV�³ ²ZLOO�³�²PD\�³�²VKDOO�³�²FRXOG�³�²VKRXOG�³�DQG�VLPLODU�ZRUGVDQG�RWKHU�
VWDWHPHQWV�RI�D�VLPLODU�VHQVH���2XU�IXWXUH�UHVXOWV�PD\�GLIIHU�PDWHULDOO\�IURP�FXUUHQW�UHVXOWV�DQG�IURP�WKRVH�SURMHFWHG�
LQ�WKH�IRUZDUG�ORRNLQJ�VWDWHPHQWV�DV�D�UHVXOW�RI�NQRZQ�DQG�XQNQRZQ�ULVNV�DQG�XQFHUWDLQWLHV���5HDGHUV�VKRXOG�SD\�
SDUWLFXODU�DWWHQWLRQ�WR�FRQVLGHUDWLRQV�GHVFULEHG�LQ�WKH�VHFWLRQ�FDSWLRQHG�²5LVN�)DFWRUV�³�DSSHDULQJ�LQ�3DUW�,���,WHP��$�
RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.���:H�FDXWLRQ�UHDGHUV�QRW�WR�SODFH�XQGXH�UHOLDQFH�XSRQ�DQ\�VXFK�IRUZDUG�ORRNLQJ�
VWDWHPHQWV��ZKLFK�VSHDN�RQO\�DV�RI�WKH�GDWH�PDGH���:H�GLVFODLP�DQ\�REOLJDWLRQ�WR�VXEVHTXHQWO\�UHYLVH�IRUZDUG�ORRNLQJ�
VWDWHPHQWV� WR� UHIOHFW� WKH�RFFXUUHQFH�RI� DQWLFLSDWHG�RU� XQDQWLFLSDWHG�HYHQWV� RU� FLUFXPVWDQFHV�DIWHU� WKH�GDWH� VXFK�
VWDWHPHQWV�DUH�PDGH�

8QOHVV�WKH�FRQWH[W�RWKHUZLVH�UHTXLUHV��WKH�ZRUGV�²&RJQH[��³�WKH�²&RPSDQ\�³�²ZH�³�²RXU�³�²XV�³�DQG�²RXU�FRPSDQ\³�UHIHU�
WR�&RJQH[�&RUSRUDWLRQ�DQG�LWV�FRQVROLGDWHG�VXEVLGLDULHV�

,7(0�����%86,1(66

&RUSRUDWH�3URILOH

&RJQH[�&RUSRUDWLRQ�ZDV�LQFRUSRUDWHG�LQ�0DVVDFKXVHWWV�LQ������� 2XU�FRUSRUDWH�KHDGTXDUWHUV�DUH�ORFDWHG�DW�2QH�
9LVLRQ�'ULYH��1DWLFN��0DVVDFKXVHWWV�������DQG�RXU�WHOHSKRQH�QXPEHU�LV����������������

&RJQH[�LV�D�OHDGLQJ�ZRUOGZLGH�SURYLGHU�RI�PDFKLQH�YLVLRQ�SURGXFWV�WKDW�FDSWXUH�DQG�DQDO\]H�YLVXDO�LQIRUPDWLRQ�LQ�RUGHU�
WR�DXWRPDWH�WDVNV��SULPDULO\�LQ�PDQXIDFWXULQJ�SURFHVVHV��ZKHUH�YLVLRQ�LV�UHTXLUHG���0DFKLQH�YLVLRQ�SURGXFWV�DUH�XVHG�
WR�DXWRPDWH�WKH�PDQXIDFWXUH�DQG�WUDFNLQJ�RI�GLVFUHWH�LWHPV��VXFK�DV�PRELOH�SKRQHV��DVSLULQ�ERWWOHV��DQG�DXWRPRELOH�
WLUHV��E\�ORFDWLQJ��LGHQWLI\LQJ��LQVSHFWLQJ��DQG�PHDVXULQJ�WKHP�GXULQJ�WKH�PDQXIDFWXULQJ�RU�GLVWULEXWLRQ�SURFHVV��0DFKLQH�
YLVLRQ�LV�LPSRUWDQW�IRU�DSSOLFDWLRQV�LQ�ZKLFK�KXPDQ�YLVLRQ�LV�LQDGHTXDWH�WR�PHHW�UHTXLUHPHQWV�IRU�VL]H��DFFXUDF\��RU�
VSHHG��RU�LQ�LQVWDQFHV�ZKHUH�VXEVWDQWLDO�FRVW�VDYLQJV�DUH�REWDLQHG�WKURXJK�WKH�UHGXFWLRQ�RI�ODERU�RU�LPSURYHG�SURGXFW�
TXDOLW\���7RGD\��PDQ\�W\SHV�RI�PDQXIDFWXULQJ�HTXLSPHQW�UHTXLUH�PDFKLQH�YLVLRQ�EHFDXVH�RI�WKH�LQFUHDVLQJ�GHPDQGV�
IRU�VSHHG�DQG�DFFXUDF\�LQ�PDQXIDFWXULQJ�SURFHVVHV��DV�ZHOO�DV�WKH�GHFUHDVLQJ�VL]H�RI�LWHPV�EHLQJ�PDQXIDFWXUHG�

:KDW�LV�0DFKLQH�9LVLRQ"

6LQFH�WKH�EHJLQQLQJ�RI�WKH�,QGXVWULDO�5HYROXWLRQ��KXPDQ�YLVLRQ�KDV�SOD\HG�DQ�LQGLVSHQVDEOH�UROH�LQ�WKH�SURFHVV�RI�
PDQXIDFWXULQJ�SURGXFWV�� +XPDQ�H\HV�GLG�ZKDW�QR�PDFKLQHV�FRXOG�GR�WKHPVHOYHV�� ORFDWLQJ�DQG�SRVLWLRQLQJ�ZRUN��
WUDFNLQJ�WKH�IORZ�RI�SDUWV��DQG�LQVSHFWLQJ�RXWSXW�IRU�TXDOLW\�DQG�FRQVLVWHQF\��7RGD\��KRZHYHU� WKH�UHTXLUHPHQWV�RI�PDQ\�
PDQXIDFWXULQJ�SURFHVVHV�KDYH�VXUSDVVHG�WKH�OLPLWV�RI�KXPDQ�H\HVLJKW���0DQXIDFWXUHG�LWHPV�RIWHQ�DUH�SURGXFHG�WRR�
TXLFNO\�RU�ZLWK�WROHUDQFHV�WRR�VPDOO�WR�EH�DQDO\]HG�E\�WKH�KXPDQ�H\H��,Q�UHVSRQVH�WR�PDQXIDFWXUHUVµ�QHHGV��²PDFKLQH�
YLVLRQ³�WHFKQRORJ\�HPHUJHG��SURYLGLQJ�PDQXIDFWXULQJ�HTXLSPHQW�ZLWK�WKH�JLIW�RI�VLJKW���0DFKLQH�YLVLRQ�V\VWHPV�ZHUH�
ILUVW�ZLGHO\�HPEUDFHG�E\�PDQXIDFWXUHUV�RI�HOHFWURQLF�FRPSRQHQWV�ZKR�QHHGHG�WKLV�WHFKQRORJ\�WR�SURGXFH�FRPSXWHU�
FKLSV�ZLWK�GHFUHDVLQJ�JHRPHWULHV���+RZHYHU��DGYDQFHV�LQ�WHFKQRORJ\�DQG�HDVH�RI�XVH��FRPELQHG�ZLWK�WKH�GHFUHDVLQJ�
FRVW�RI�LPSOHPHQWLQJ�YLVLRQ�DSSOLFDWLRQV��KDYH�PDGH�PDFKLQH�YLVLRQ�DYDLODEOH�WR�D�EURDGHU�UDQJH�RI�XVHUV�
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0DFKLQH�YLVLRQ�SURGXFWV�FRPELQH�FDPHUDV�ZLWK�LQWHOOLJHQW�VRIWZDUH�WR�FROOHFW�LPDJHV�DQG�WKHQ�DQVZHU�TXHVWLRQV�DERXW�
WKHVH�LPDJHV��VXFK�DV�

4XHVWLRQ 'HVFULSWLRQ ([DPSOH

*8,'$1&(

:KHUH�LV�LW" 'HWHUPLQLQJ�WKH�H[DFW�SK\VLFDO
ORFDWLRQ�DQG�RULHQWDWLRQ�RI�DQ
REMHFW�

'HWHUPLQLQJ�WKH�SRVLWLRQ�RI�D�SULQWHG�FLUFXLW
ERDUG�VR�WKDW�D�URERW�FDQ�DXWRPDWLFDOO\�EH
JXLGHG�WR�SODFH�HOHFWURQLF�FRPSRQHQWV�

,'(17,),&$7,21

:KDW�LV�LW" ,GHQWLI\LQJ�DQ�REMHFW�E\�DQDO\]LQJ
LWV�SK\VLFDO�DSSHDUDQFH�RU�E\
UHDGLQJ�D�VHULDO�QXPEHU�RU
V\PERO�

5HDGLQJ�D�WZR�GLPHQVLRQDO�EDUFRGH�GLUHFWO\
PDUNHG�RQ�DQ�DXWRPRWLYH�DLUEDJ�VR�WKDW�LW�FDQ
EH�WUDFNHG�DQG�SURFHVVHG�FRUUHFWO\�WKURXJK
PDQXIDFWXULQJ�

,163(&7,21

+RZ�JRRG�LV�LW" ,QVSHFWLQJ�DQ�REMHFW�IRU�IODZV�RU
GHIHFWV�

&KHFNLQJ�IRU�GHEULV�WR�HQVXUH�WKDW�IRUHLJQ
REMHFWV�DUH�QRW�SUHVHQW�LQ�D�SURGXFW�EHIRUH
VKLSSLQJ�WR�FRQVXPHUV�

*$8*,1*

:KDW�VL]H�LV�LW" 'HWHUPLQLQJ�WKH�GLPHQVLRQV�RI�DQ
REMHFW�

'HWHUPLQLQJ�WKH�GLDPHWHU�RI�D�EHDULQJ�SULRU�WR
ILQDO�DVVHPEO\�

0DFKLQH�9LVLRQ�0DUNHW

&RJQH[�PDFKLQH�YLVLRQ�LV�SULPDULO\�XVHG�LQ�WKH�PDQXIDFWXULQJ�VHFWRU��ZKHUH�WKH�WHFKQRORJ\�LV�ZLGHO\�UHFRJQL]HG�DV�
DQ�LPSRUWDQW�FRPSRQHQW�RI�DXWRPDWHG�SURGXFWLRQ�DQG�TXDOLW\�DVVXUDQFH�� ,Q�WKLV�VHFWRU��WKH�&RPSDQ\µV�FXVWRPHUV�
DUH�SULPDULO\�LQ�WKH�IDFWRU\�DXWRPDWLRQ�PDUNHW�� )DFWRU\�DXWRPDWLRQ�FXVWRPHUV�SXUFKDVH�&RJQH[�YLVLRQ�SURGXFWV�DQG�
LQFRUSRUDWH�WKHP�LQWR�WKHLU�PDQXIDFWXULQJ�SURFHVVHV�� 9LUWXDOO\�HYHU\�PDQXIDFWXUHU�FDQ�DFKLHYH�EHWWHU�TXDOLW\�DQG�
PDQXIDFWXULQJ�HIILFLHQF\�E\�XVLQJ�PDFKLQH�YLVLRQ��DQG� WKHUHIRUH�� WKLV�PDUNHW� LQFOXGHV�D�EURDG�EDVH�RI�FXVWRPHUV�
DFURVV�D�YDULHW\�RI�LQGXVWULHV��LQFOXGLQJ�FRQVXPHU�HOHFWURQLFV��DXWRPRWLYH��FRQVXPHU�SURGXFWV��IRRG�DQG�EHYHUDJH��
PHGLFDO�GHYLFHV��DQG�SKDUPDFHXWLFDOV��)DFWRU\�DXWRPDWLRQ�FXVWRPHUV�DOVR�SXUFKDVH�&RJQH[�SURGXFWV�IRU�XVH�RXWVLGH�
RI�WKH�DVVHPEO\�SURFHVV��VXFK�DV�XVLQJ�,'�SURGXFWV�LQ�ORJLVWLFV�DXWRPDWLRQ�IRU�SDFNDJH�VRUWLQJ�DQG�GLVWULEXWLRQ�� $
VPDOO� SHUFHQWDJH� RI� RXU� FXVWRPHUV� DUH� LQ� WKH� VHPLFRQGXFWRU� DQG� HOHFWURQLFV� FDSLWDO� HTXLSPHQW�PDUNHW�� 7KHVH�
FXVWRPHUV�SXUFKDVH�&RJQH[�YLVLRQ�SURGXFWV�DQG�LQWHJUDWH�WKHP�LQWR�WKH�DXWRPDWLRQ�HTXLSPHQW�WKDW�WKH\�PDQXIDFWXUH�
DQG�WKHQ�VHOO�WR�WKHLU�FXVWRPHUV�WR�HLWKHU�PDNH�VHPLFRQGXFWRU�FKLSV�RU�DVVHPEOH�SULQWHG�FLUFXLW�ERDUGV��

,Q�������������DQG�������GLUHFW�DQG�LQGLUHFW�UHYHQXH�IURP�$SSOH�,QF��DFFRXQWHG�IRU�����������DQG�����RI�WRWDO�UHYHQXH��
UHVSHFWLYHO\�

%XVLQHVV�6WUDWHJ\

2XU�JRDO�LV�WR�H[SDQG�RXU�SRVLWLRQ�DV�D�OHDGLQJ�ZRUOGZLGH�SURYLGHU�RI�PDFKLQH�YLVLRQ�SURGXFWV�� :H�DUH�VHOHFWLYH�LQ�
FKRRVLQJ�JURZWK�RSSRUWXQLWLHV�WKDW�ZH�EHOLHYH�ZLOO�PDLQWDLQ�RXU�KLVWRULFDOO\�KLJK�JURVV�PDUJLQ�SHUFHQWDJHV��ZKLFK�KDYH�
UDQJHG�IURP�WKH�PLG�WR�KLJK���V�IRU�WKH�SDVW�VHYHUDO�\HDUV�DQG�UHIOHFW�WKH�YDOXH�RXU�FXVWRPHUV�SODFH�RQ�RXU�LQQRYDWLYH�
SURGXFWV�� 2XU�VWURQJ�DQG�XQLTXH�FRUSRUDWH�FXOWXUH�UHLQIRUFHV�RXU�YDOXHV�RI�FXVWRPHU�ILUVW�DQG�LQQRYDWLRQ��DQG�HQDEOHV�
XV�WR�DWWUDFW�DQG�UHWDLQ�VPDUW��KLJKO\�HGXFDWHG��H[SHULHQFHG�WDOHQW�ZKR�DUH�PRWLYDWHG�WR�VROYH�WKH�PRVW�FKDOOHQJLQJ�
YLVLRQ�WDVNV�

:H�LQYHVW�KHDYLO\�LQ�UHVHDUFK�DQG�GHYHORSPHQW�LQ�RUGHU�WR�PDLQWDLQ�RXU�SRVLWLRQ�DV�D�WHFKQRORJ\�OHDGHU�LQ�PDFKLQH�
YLVLRQ�� :H�LQYHVW�LQ�WHFKQRORJ\�WKDW�PDNHV�YLVLRQ�HDVLHU�WR�XVH�DQG�PRUH�DIIRUGDEOH��DQG�WKHUHIRUH��DYDLODEOH�WR�D�
EURDGHU�EDVH�RI�FXVWRPHUV��VXFK�DV�RXU�YLVLRQ�VHQVRU�SURGXFWV�WKDW�HQDEOH�FXVWRPHUV�ZLWK�D�ORZHU�EXGJHW�WR�XVH�
PDFKLQH�YLVLRQ�ZLWKRXW�WKH�KHOS�RI�VRSKLVWLFDWHG�HQJLQHHUV�� :H�DOVR�LQYHVW�LQ�WHFKQRORJ\�WKDW�DGGUHVVHV�WKH�PRVW�
FKDOOHQJLQJ�YLVLRQ�DSSOLFDWLRQV��VXFK�DV�RXU��'�YLVLRQ�SURGXFWV� WKDW�VROYH�DSSOLFDWLRQV�ZKHUH�D�KHLJKW�RU�YROXPH�
PHDVXUHPHQW�LV�UHTXLUHG�� :H�LGHQWLI\�ODUJH�FXVWRPHUV�ZLWK�KLJK�YROXPH�DSSOLFDWLRQV�DQG�RIIHU�WKHP�FROODERUDWLYH�
GHYHORSPHQW�WR�GHOLYHU�VROXWLRQV�WR�VROYH�WKHLU�FRPSOH[�YLVLRQ�SUREOHPV��

:H�FRQWLQXH�WR�LQYHVW�LQ�RXU�FRUH�PDUNHWV��VXFK�DV�FRQVXPHU�HOHFWURQLFV�DQG�DXWRPRWLYH��ZKHUH�ZH�DUH�D�OHDGLQJ�
SURYLGHU�RI�YLVLRQ�DQG�,'�SURGXFWV�IRU�IDFWRU\�DXWRPDWLRQ��ZKLOH�ZH�VHHN�RSSRUWXQLWLHV�WR�H[SDQG�LQWR�DGMDFHQW�PDUNHWV�
IRU�YLVLRQ��VXFK�DV�ORJLVWLFV��DLUSRUW�EDJJDJH�KDQGOLQJ��PRELOH�WHUPLQDOV��OLIH�VFLHQFHV��DQG�FROODERUDWLYH�URERWLFV�� :H�
LQYHVW�WKURXJK�LQWHUQDO�GHYHORSPHQW��DV�ZHOO�DV�WKH�DFTXLVLWLRQ�RI�EXVLQHVVHV�DQG�WHFKQRORJLHV�

:H�UHDFK�D�EURDG�EDVH�RI�FXVWRPHUV�WKURXJK�RXU�ZRUOGZLGH�GLUHFW�VDOHV�IRUFH�WKDW�VHOOV�WR�ODUJH��VWUDWHJLF�FXVWRPHUV��
DV�ZHOO�DV�WKURXJK�RXU�QHWZRUN�RI�GLVWULEXWRUV�DQG�LQWHJUDWRUV�WKDW�VHOO�SULPDULO\�WR�VPDOOHU�FXVWRPHUV�ZKR�PD\�EH�PRUH�
JHRJUDSKLFDOO\� UHPRWH�� :H� LQYHVW� LQ�HPHUJLQJ��KLJK�JURZWK�UHJLRQV�ZKHUH�PDQ\�PDQXIDFWXUHUV�FDQ�EHQHILW� IURP�
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LQFRUSRUDWLQJ�PDFKLQH�YLVLRQ�LQWR�WKHLU�SURGXFWLRQ�SURFHVVHV���7KLV LQFOXGHV�LQYHVWPHQW�LQ�RXU�IDVW�JURZLQJ�UHJLRQ��
&KLQD��ZKHUH�ULVLQJ�ZDJHV�IRU�DVVHPEO\�ZRUNHUV�DQG�D�JUHDWHU�IRFXV�RQ�SURGXFW�TXDOLW\�DUH�GULYLQJ�DVVHPEO\�DXWRPDWLRQ��
SDUWLFXODUO\�LQ�WKH�FRQVXPHU�HOHFWURQLFV�LQGXVWU\�

$FTXLVLWLRQV�DQG�'LYHVWLWXUHV

2XU�EXVLQHVV�VWUDWHJ\�LQFOXGHV�VHOHFWLYH H[SDQVLRQ�LQWR�QHZ PDFKLQH�YLVLRQ�DSSOLFDWLRQV DQG�PDUNHWV�WKURXJK�WKH�
DFTXLVLWLRQ�RI�EXVLQHVVHV�DQG�WHFKQRORJLHV��,Q�������������DQG�������ZH�FRPSOHWHG�VHYHQ�VPDOO�EXVLQHVV�DFTXLVLWLRQV��
ZKLFK�ZHUH�QRW�VLJQLILFDQW�LQGLYLGXDOO\�RU�LQ�WKH�DJJUHJDWH���7KH�SXUFKDVH�SULFH�IRU�HDFK�EXVLQHVV�UDQJHG�IURP������
PLOOLRQ�WR�����PLOOLRQ���,Q�DGGLWLRQ�WR�FRPSOHWHG�WHFKQRORJ\�DQG�FXVWRPHU�UHODWLRQVKLSV��WKHVH�DFTXLVLWLRQV�LQFOXGHG�
HQJLQHHULQJ�WDOHQW�H[SHFWHG�WR�KHOS�DFFHOHUDWH�WKH�GHYHORSPHQW�RI�IXWXUH�SURGXFWV���0DQDJHPHQW�FRQVLGHUV�EXVLQHVV�
DFTXLVLWLRQV�WR�EH�DQ�LPSRUWDQW�SDUW�RI�RXU�JURZWK�VWUDWHJ\��DQG�DOWKRXJK�ZH�FRQWLQXH�WR�DFWLYHO\�VHHN�RXW�DFTXLVLWLRQ�
RSSRUWXQLWLHV��ZH�DUH�VHOHFWLYH�LQ�FKRRVLQJ�EXVLQHVVHV�WKDW�ZH�EHOLHYH�ZLOO�HQKDQFH�RXU�ORQJ�WHUP�JURZWK�UDWH�DQG�
SURILWDELOLW\��:HSODQ�WR�FRQWLQXH�WR�VHHN�RSSRUWXQLWLHV�WR�H[SDQG�RXU�SURGXFW�OLQHV��FXVWRPHU�EDVH��GLVWULEXWLRQ�QHWZRUN��
DQG�WHFKQLFDO�WDOHQW�WKURXJK�DFTXLVLWLRQV�LQ�WKH�PDFKLQH�YLVLRQ�LQGXVWU\���

2Q�-XO\����������ZH�FRPSOHWHG�WKH�VDOH�RI�RXU�6XUIDFH�,QVSHFWLRQ�6\VWHPV�'LYLVLRQ��6,6'��WR $0(7(.��,QF��IRU������
PLOOLRQ� LQ�FDVK�� �7KH DIWHU�WD[�JDLQ�DVVRFLDWHG�ZLWK�WKLV�VDOH�ZDV�����PLOOLRQ�� 6,6'�VSHFLDOL]HG� LQ�PDFKLQH�YLVLRQ�
SURGXFWV�WKDW�LQVSHFW�WKH�VXUIDFHV�RI�PDWHULDOV�SURFHVVHG�LQ�D�FRQWLQXRXV�IDVKLRQ���6,6'�GLG�QRW�PHHW�RXU�ORQJ�WHUP�
REMHFWLYHV�DQG�LWV�GLYHVWLWXUH�ZDV�D�VWUDWHJLF�GHFLVLRQ�IRU�XV���:LWK�WKLV�VDOH��ZH�DUH�IRFXVLQJ�RXU�HIIRUWV�RQ�GLVFUHWH�
PDQXIDFWXULQJ�ZKHUH�ZH�VHH�WKH�JUHDWHVW�JURZWK�SRWHQWLDO��7KH�ILQDQFLDO�UHVXOWV�RI�6,6'�DUH�UHSRUWHG�DV�D�GLVFRQWLQXHG�
RSHUDWLRQ� LQ� WKLV�$QQXDO 5HSRUW�RQ�)RUP����.�DQG�DOO�SULRU�SHULRG�FRPSDUDWLYH� ILQDQFLDO�GDWD�KDYH�EHHQ�UHSRUWHG�
H[FOXGLQJ�6,6'���

:HKDG�SUHYLRXVO\�UHSRUWHG�6,6'�DV�RQH�RI�RXU�WZR�VHJPHQWV��*LYHQ�WKH�GLVSRVLWLRQ�RI�WKH�6,6'�VHJPHQW��PDQDJHPHQW�
UHYLHZHG� LWV� VHJPHQW� UHSRUWLQJ�DQG� FRQFOXGHG� WKDW� WKH�&RPSDQ\�QRZ�RSHUDWHV� LQ� RQH� VHJPHQW��PDFKLQH� YLVLRQ�
WHFKQRORJ\���:H�RIIHU�D�YDULHW\�RI�PDFKLQH�YLVLRQ�SURGXFWV�WKDW�KDYH�VLPLODU�HFRQRPLF�FKDUDFWHULVWLFV��KDYH�WKH�VDPH�
SURGXFWLRQ�SURFHVVHV��DQG�DUH�GLVWULEXWHG�E\�WKH�VDPH�VDOHV�FKDQQHOV�WR�WKH�VDPH�W\SHV�RI�FXVWRPHUV���,QIRUPDWLRQ�
DERXW�VHJPHQWV�PD\�EH�IRXQG�LQ�1RWH����WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��DSSHDULQJ�LQ�3DUW�,,���,WHP���RI�
WKLV�$QQXDO�5HSRUW�RQ�)RUP����.��

3URGXFWV

&RJQH[�RIIHUV�D�IXOO�UDQJH�RI�YLVLRQ�DQG�,'�SURGXFWV�GHVLJQHG�WR�PHHW�FXVWRPHU�QHHGV�DW�GLIIHUHQW�SHUIRUPDQFH�DQG�
SULFH�SRLQWV���2XU�SURGXFWV�UDQJH�IURP�ORZ�FRVW�YLVLRQ�VHQVRUV�WKDW�DUH�HDVLO\�LQWHJUDWHG��WR�3&�EDVHG�V\VWHPV�IRU�
XVHUV�ZLWK�PRUH�H[SHULHQFH�RU�PRUH�FRPSOH[� UHTXLUHPHQWV�� 2XU�SURGXFWV�DOVR�KDYH�D�YDULHW\�RI�SK\VLFDO� IRUPV��
GHSHQGLQJ�XSRQ�WKH�XVHU
V�QHHGV��)RU�H[DPSOH��FXVWRPHUV�FDQ�SXUFKDVH�YLVLRQ�VRIWZDUH�WR�XVH�ZLWK�WKHLU�RZQ�FDPHUD�
DQG�SURFHVVRU��RU�WKH\�FDQ�SXUFKDVH�D�VWDQGDORQH�XQLW�WKDW�FRPELQHV�FDPHUD��SURFHVVRU��DQG�VRIWZDUH�LQWR�D�VLQJOH�
SDFNDJH�

9LVLRQ�6RIWZDUH

9LVLRQ�VRIWZDUH�SURYLGHV�XVHUV�ZLWK�WKH�PRVW�IOH[LELOLW\�E\�FRPELQLQJ�WKH�IXOO�JHQHUDO�SXUSRVH�OLEUDU\�RI�&RJQH[�YLVLRQ�
WRROV�ZLWK�WKH�FDPHUDV��IUDPH�JUDEEHUV��DQG�SHULSKHUDO�HTXLSPHQW�RI�WKHLU�FKRLFH���7KH�YLVLRQ�VRIWZDUH�PD\�UXQ�RQ�
WKH�FXVWRPHUµV 3&��ZKLFK�HQDEOHV�HDV\�LQWHJUDWLRQ�ZLWK�3&�EDVHG�GDWD�DQG�FRQWUROV��$SSOLFDWLRQV�EDVHG�XSRQ�&RJQH[�
YLVLRQ�VRIWZDUH�SHUIRUP�D�ZLGH�UDQJH�RI�YLVLRQ�WDVNV��LQFOXGLQJ�SDUW�ORFDWLRQ��LGHQWLILFDWLRQ��PHDVXUHPHQW��DVVHPEO\�
YHULILFDWLRQ��DQG�URERWLF�JXLGDQFH���&RJQH[
V�9LVLRQ3UR��VRIWZDUH�RIIHUV�DQ�H[WHQVLYH�VXLWH�RI�SDWHQWHG�YLVLRQ�WRROV�IRU�
DGYDQFHG� SURJUDPPLQJ��ZKLOH�&RJQH[�'HVLJQHU� DOORZV� FXVWRPHUV� WR� EXLOG� FRPSOHWH� YLVLRQ� DSSOLFDWLRQV�ZLWK� WKH�
VLPSOLFLW\�RI�D�JUDSKLFDO��IORZFKDUW�EDVHG�SURJUDPPLQJ�HQYLURQPHQW�� &RJQH[�DOVR�RIIHUV D�VHULHV�RI�GLVSODFHPHQW�
VHQVRUV�WKDW�DUH�VROG�ZLWK�YLVLRQ�VRIWZDUH�IRU�XVH�LQ�KLJKO\�GHPDQGLQJ��'�DSSOLFDWLRQV�

9LVLRQ�6\VWHPV

9LVLRQ V\VWHPV�FRPELQH�FDPHUD��SURFHVVRU� DQG�YLVLRQ�VRIWZDUH� LQWR�D�VLQJOH��UXJJHG�SDFNDJH�ZLWK�D�VLPSOH�DQG�
IOH[LEOH�XVHU�LQWHUIDFH�IRU�FRQILJXULQJ�DSSOLFDWLRQV���7KHVH�JHQHUDO�SXUSRVH�YLVLRQ�V\VWHPV�DUH�GHVLJQHG�WR�EH�HDVLO\�
SURJUDPPHG�WR�SHUIRUP�D�ZLGH�UDQJH�RI�YLVLRQ�WDVNV�LQFOXGLQJ�SDUW�ORFDWLRQ��LGHQWLILFDWLRQ��PHDVXUHPHQW��DVVHPEO\�
YHULILFDWLRQ��DQG�URERWLF�JXLGDQFH��&RJQH[�RIIHUV WKH�,Q�6LJKW� SURGXFW�OLQH�RI�YLVLRQ�V\VWHPV�LQ�D�ZLGH�UDQJH�RI�PRGHOV�
WR�PHHW�YDULRXV�SULFH�DQG�SHUIRUPDQFH�UHTXLUHPHQWV�

9LVLRQ�6HQVRUV

8QOLNH�JHQHUDO�SXUSRVH�YLVLRQ�V\VWHPV�WKDW�FDQ�EH�SURJUDPPHG�WR�SHUIRUP�D�ZLGH�YDULHW\�RI�YLVLRQ�WDVNV��YLVLRQ�VHQVRUV�
DUH�GHVLJQHG�WR�GHOLYHU�YHU\�VLPSOH��ORZ�FRVW��UHOLDEOH�VROXWLRQV�IRU�D�OLPLWHG�QXPEHU�RI�FRPPRQ�YLVLRQ�DSSOLFDWLRQV�
VXFK�DV�FKHFNLQJ�WKH�SUHVHQFH�DQG�VL]H�RI�SDUWV���&RJQH[�RIIHUV�WKH�,Q�6LJKW������6HULHV��ZKLFK�FRPELQHV�WKH�SRZHU�
RI�DQ�,Q�6LJKW�YLVLRQ�V\VWHP�ZLWK�WKH�VLPSOLFLW\�DQG�DIIRUGDELOLW\�RI�D�YLVLRQ�VHQVRU�
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,'�3URGXFWV

,'�SURGXFWV�TXLFNO\�DQG�UHOLDEO\�UHDG�FRGHV��H�J���RQH�GLPHQVLRQDO�EDUFRGHV�RU�WZR�GLPHQVLRQDO�GDWD�PDWUL[�FRGHV��
WKDW�KDYH�EHHQ�DSSOLHG�WR��RU�GLUHFWO\�PDUNHG�RQ��GLVFUHWH�LWHPV�GXULQJ�WKH�PDQXIDFWXULQJ�SURFHVV�� 0DQXIDFWXUHUV�RI�
JRRGV�UDQJLQJ�IURP�DXWRPRWLYH�SDUWV��SKDUPDFHXWLFDO�LWHPV��DLUFUDIW�FRPSRQHQWV��DQG�PHGLFDO�GHYLFHV�DUH�LQFUHDVLQJO\�
XVLQJ�GLUHFW�SDUW�PDUN��'30��LGHQWLILFDWLRQ�WR�HQVXUH�WKDW�WKH�DSSURSULDWH�PDQXIDFWXULQJ�SURFHVVHV�DUH�SHUIRUPHG�LQ�
WKH�FRUUHFW�VHTXHQFH�DQG�RQ�WKH�ULJKW�SDUWV�� ,Q�DGGLWLRQ��'30�LV�XVHG�WR�WUDFN�SDUWV�IURP�WKH�EHJLQQLQJ�RI�WKHLU�OLIH�WR�
WKH�HQG��DQG�LV�DOVR�XVHG�LQ�VXSSO\�FKDLQ�PDQDJHPHQW�DQG�UHSDLU�

&RJQH[�DOVR�RIIHUV�DSSOLFDWLRQV�LQ�WKH�DXWRPDWLF�LGHQWLILFDWLRQ�PDUNHW�RXWVLGH�RI�WKH�PDQXIDFWXULQJ�VHFWRU��VXFK�DV�
XVLQJ�,'�SURGXFWV�LQ�ORJLVWLFV�DXWRPDWLRQ�IRU�SDFNDJH�VRUWLQJ�DQG�GLVWULEXWLRQ�� $V�VKLSSLQJ�YROXPHV�JURZ�DQG�PRUH�
UHWDLO�VDOHV�RFFXU�WKURXJK�HFRPPHUFH��PRUH�GLVWULEXWLRQ�FHQWHUV�DUH�FKRRVLQJ�WR�XSJUDGH�WKHLU�WUDGLWLRQDO�ODVHU�EDVHG�
VFDQQHUV� WR� LPDJH�EDVHG� EDUFRGH� UHDGHUV�� ZKLFK� PD\� FRVW�HIIHFWLYHO\� LQFUHDVH� SDFNDJH� VRUWHU� HIILFLHQF\� DQG�
WKURXJKSXW�E\�LPSURYLQJ�UHDG�UDWHV�� &RJQH[�RIIHUV�WKH�'DWD0DQ� SURGXFW�OLQH�RI�EDUFRGH�UHDGHUV��ZKLFK�LQFOXGHV�
ERWK�KDQG�KHOG�DQG�IL[HG�PRXQW�PRGHOV��DQG�EDUFRGH�YHULILHUV��DV�ZHOO�DV�WKH�0;�6HULHV�RI�YLVLRQ�HQDEOHG�0RELOH�
7HUPLQDOV� WKDW� DOORZ� FXVWRPHUV� WR� OHYHUDJH� WKH� ODWHVW� PRELOH� GHYLFH� WHFKQRORJ\� IRU� LQGXVWULDO� EDUFRGH� UHDGLQJ�
DSSOLFDWLRQV�

5HVHDUFK��'HYHORSPHQW��DQG�(QJLQHHULQJ

&RJQH[�HQJDJHV�LQ�UHVHDUFK��GHYHORSPHQW��DQG�HQJLQHHULQJ��5'	(��WR�HQKDQFH�RXU�H[LVWLQJ�SURGXFWV�DQG�WR�GHYHORS�
QHZ�SURGXFWV�DQG�IXQFWLRQDOLW\�WR�DGGUHVV�PDUNHW�RSSRUWXQLWLHV�� ,Q�DGGLWLRQ�WR�LQWHUQDO�UHVHDUFK�DQG�GHYHORSPHQW�
HIIRUWV��ZH�LQWHQG�WR�FRQWLQXH�RXU�VWUDWHJ\�RI�JDLQLQJ�DFFHVV�WR�QHZ�WHFKQRORJ\�WKURXJK�VWUDWHJLF�UHODWLRQVKLSV�DQG�
DFTXLVLWLRQV�ZKHUH�DSSURSULDWH�

$V�RI�'HFHPEHU�����������&RJQH[�HPSOR\HG�����SURIHVVLRQDOV�LQ�5'	(��PDQ\�RI�ZKRP�DUH�VRIWZDUH�GHYHORSHUV��
&RJQH[µV�5'	(�H[SHQVHV� WRWDOHG������������� LQ� ������ DQG������������� LQ� ������ DQG������������� LQ� ������ RU�
DSSUR[LPDWHO\�����������DQG�����RI� UHYHQXH�� UHVSHFWLYHO\�� :H�EHOLHYH� WKDW�D�FRQWLQXHG�FRPPLWPHQW� WR�5'	(�
DFWLYLWLHV� LV�HVVHQWLDO� LQ�RUGHU� WR�PDLQWDLQ�RU�DFKLHYH�SURGXFW� OHDGHUVKLS�ZLWK�RXU�H[LVWLQJ�SURGXFWV�DQG� WR�SURYLGH�
LQQRYDWLYH�QHZ�SURGXFW�RIIHULQJV��DV�ZHOO�DV�WR�SURYLGH�HQJLQHHULQJ�VXSSRUW�IRU�ODUJH�FXVWRPHUV��,Q�DGGLWLRQ��ZH�FRQVLGHU�
RXU�DELOLW\�WR�DFFHOHUDWH�WLPH�WR�PDUNHW�IRU�QHZ�SURGXFWV�WR�EH�FULWLFDO�WR�RXU�UHYHQXH�JURZWK�� 7KHUHIRUH��ZH�H[SHFW�WR�
FRQWLQXH�WR�PDNH�VLJQLILFDQW�5'	(�LQYHVWPHQWV�LQ�WKH�IXWXUH�� $W�DQ\�SRLQW�LQ�WLPH��ZH�KDYH�QXPHURXV�UHVHDUFK�DQG�
GHYHORSPHQW�SURMHFWV�XQGHUZD\��$OWKRXJK�ZH�WDUJHW�RXU�DQQXDO� 5'	(�VSHQGLQJ�WR�EH�EHWZHHQ�����DQG�����RI�WRWDO�
UHYHQXH��WKLV�SHUFHQWDJH�LV�LPSDFWHG�E\�UHYHQXH�OHYHOV�DQG�LQYHVWLQJ�F\FOHV�

0DQXIDFWXULQJ�DQG�2UGHU�)XOILOOPHQW

&RJQH[µV�SURGXFWV�DUH�PDQXIDFWXUHG�XWLOL]LQJ�D�WXUQNH\�RSHUDWLRQ�ZKHUHE\�WKH�PDMRULW\�RI�FRPSRQHQW�SURFXUHPHQW��
V\VWHP�DVVHPEO\��DQG�LQLWLDO�WHVWLQJ�DUH�SHUIRUPHG�E\�WKLUG�SDUW\�FRQWUDFW�PDQXIDFWXUHUV�� &RJQH[µV�SULPDU\�FRQWUDFW�
PDQXIDFWXUHU�LV�ORFDWHG�LQ�,QGRQHVLD�� 7KH�FRQWUDFW�PDQXIDFWXUHUV�XVH�VSHFLILHG�FRPSRQHQWV�VRXUFHG�IURP�D�YHQGRU�
OLVW�DSSURYHG�E\�&RJQH[�DQG�DVVHPEO\�WHVW�GRFXPHQWDWLRQ�FUHDWHG�DQG�FRQWUROOHG�E\�&RJQH[�� &HUWDLQ�FRPSRQHQWV�
DUH�SUHVHQWO\�VRXUFHG�IURP�D�VLQJOH�YHQGRU�WKDW�LV�VHOHFWHG�EDVHG�XSRQ�SULFH�DQG�SHUIRUPDQFH�FRQVLGHUDWLRQV�� ,Q�WKH�
HYHQW�RI�D�VXSSO\�GLVUXSWLRQ�IURP�D�VLQJOH�VRXUFH�YHQGRU��WKHVH�FRPSRQHQWV�PD\�EH�SXUFKDVHG�IURP�DOWHUQDWLYH�YHQGRUV��

$IWHU�WKH�FRPSOHWLRQ�RI�LQLWLDO�WHVWLQJ��D�IXOO\�DVVHPEOHG�SURGXFW�IURP�WKH�FRQWUDFW�PDQXIDFWXUHUV�LV�URXWHG�WR�RXU�IDFLOLW\�
LQ�&RUN�� ,UHODQG�RU�1DWLFN��0DVVDFKXVHWWV��86$��ZKHUH� WUDLQHG�&RJQH[�SHUVRQQHO� ORDG�&RJQH[�VRIWZDUH�RQWR� WKH�
SURGXFW�DQG�SHUIRUP�TXDOLW\�FRQWURO�SURFHGXUHV�� )LQLVKHG�SURGXFW�IRU�FXVWRPHUV�LQ�WKH�$PHULFDV�LV�WKHQ�VKLSSHG�IURP�
RXU�1DWLFN��0DVVDFKXVHWWV�IDFLOLW\��ZKLOH�ILQLVKHG�SURGXFW�IRU�FXVWRPHUV�RXWVLGH�RI�WKH�$PHULFDV�LV�VKLSSHG�IURP�RXU�
&RUN��,UHODQG�IDFLOLW\�

6DOHV�&KDQQHOV�DQG�6XSSRUW�6HUYLFHV

&RJQH[�VHOOV�LWV�SURGXFWV�WKURXJK�D�ZRUOGZLGH�GLUHFW�VDOHV�IRUFH�WKDW�IRFXVHV�RQ�WKH�GHYHORSPHQW�RI�VWUDWHJLF�DFFRXQWV�
WKDW�JHQHUDWH�RU�DUH�H[SHFWHG�WR�JHQHUDWH�VLJQLILFDQW�VDOHV�YROXPH��DV�ZHOO�DV�WKURXJK�D�JOREDO�QHWZRUN�RI�LQWHJUDWLRQ�
DQG�GLVWULEXWLRQ�SDUWQHUV�� 2XU�LQWHJUDWLRQ�SDUWQHUV�DUH�H[SHUWV�LQ�YLVLRQ�DQG�FRPSOHPHQWDU\�WHFKQRORJLHV�WKDW�FDQ�
SURYLGH�WXUQNH\�VROXWLRQV�IRU�FRPSOH[�DXWRPDWLRQ�SURMHFWV�XVLQJ�YLVLRQ��DQG�RXU�GLVWULEXWLRQ�SDUWQHUV�SURYLGH�VDOHV�DQG�
ORFDO�VXSSRUW�WR�KHOS�&RJQH[�UHDFK�WKH�PDQ\�SURVSHFWV�IRU�RXU�SURGXFWV�LQ�IDFWRULHV�DURXQG�WKH�ZRUOG��

$V�RI�'HFHPEHU�����������&RJQH[µV�VDOHV�IRUFH�FRQVLVWHG�RI�����SURIHVVLRQDOV��DQG�RXU�SDUWQHU�QHWZRUN�FRQVLVWHG�
���� DFWLYH� LQWHJUDWRUV� DQG� DXWKRUL]HG� GLVWULEXWRUV�� 6DOHV� HQJLQHHUV� FDOO� GLUHFWO\� RQ� WDUJHWHG� DFFRXQWV�� ZLWK� WKH�
DVVLVWDQFH�RI�DSSOLFDWLRQ�HQJLQHHUV��DQG�PDQDJH�WKH�DFWLYLWLHV�RI�RXU�LQWHJUDWLRQ�DQG�GLVWULEXWLRQ�SDUWQHUV�ZLWKLQ�WKHLU�
WHUULWRULHV�LQ�RUGHU�WR�SURYLGH�DQ�DGYDQWDJHRXV�VDOHV�PRGHO�IRU�RXU�SURGXFWV�� 7KH�PDMRULW\�RI�RXU�VDOHV�HQJLQHHUV�DUH�
GHJUHHG�HQJLQHHUV�� &RJQH[�KDV�VDOHV�DQG�VXSSRUW�SHUVRQQHO�ORFDWHG�WKURXJKRXW�WKH�$PHULFDV��(XURSH��DQG�$VLD��



�

6DOHV� WR�FXVWRPHUV�EDVHG�RXWVLGH�RI� WKH�8QLWHG�6WDWHV� UHSUHVHQWHG�DSSUR[LPDWHO\�����RI� WRWDO� UHYHQXH� LQ������
FRPSDUHG�WR�DSSUR[LPDWHO\�����RI�WRWDO�UHYHQXH�LQ��������,Q�������DSSUR[LPDWHO\�����RI�RXU�WRWDO�UHYHQXH�FDPH�IURP�
FXVWRPHUV�EDVHG�LQ�(XURSH������IURP�FXVWRPHUV�EDVHG�LQ�*UHDWHU�&KLQD�����IURP�FXVWRPHUV�EDVHG�LQ�-DSDQ��DQG�
����IURP�FXVWRPHUV�EDVHG� LQ�RWKHU�UHJLRQV�RXWVLGH� WKH�8QLWHG�6WDWHV�� 6DOHV� WR�FXVWRPHUV�EDVHG� LQ�(XURSH�DUH�
GHQRPLQDWHG�LQ�(XURV�DQG�8�6��'ROODUV��VDOHV�WR�FXVWRPHUV�EDVHG�LQ�*UHDWHU�&KLQD�DUH�GHQRPLQDWHG�LQ<XDQ�IRU�VDOHV�
ZLWKLQ�0DLQODQG�&KLQD�DQG�8�6��'ROODUV� LQ�RWKHU� WHUULWRULHV��VDOHV� WR�FXVWRPHUV�EDVHG� LQ�-DSDQ�DUH�SUHGRPLQDQWO\�
GHQRPLQDWHG� LQ�<HQ��DQG�VDOHV� WR�FXVWRPHUV�EDVHG� LQ�RWKHU� UHJLRQV�DUH�GHQRPLQDWHG� LQ�8�6��'ROODUV�� )LQDQFLDO�
LQIRUPDWLRQ�DERXW�JHRJUDSKLF�DUHDV�PD\�EH�IRXQG�LQ 1RWH����WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��DSSHDULQJ�LQ�
3DUW�,,���,WHP���RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�

&RJQH[µV VHUYLFH�RIIHULQJV LQFOXGH�PDLQWHQDQFH�DQG�VXSSRUW��FRQVXOWLQJ��DQG�WUDLQLQJ�VHUYLFHV�� 0DLQWHQDQFH�DQG�
VXSSRUW�SURJUDPV�LQFOXGH�KDUGZDUH�VXSSRUW�SURJUDPV�WKDW�HQWLWOH�FXVWRPHUV�WR�KDYH�IDLOHG�SURGXFWV�UHSDLUHG��DV�ZHOO�
DV�VRIWZDUH�VXSSRUW�SURJUDPV�WKDW�SURYLGH�FXVWRPHUV�ZLWK�DSSOLFDWLRQ�VXSSRUW�DQG�VRIWZDUH�XSGDWHV�RQ�WKH�ODWHVW�
VRIWZDUH�UHOHDVHV�� $SSOLFDWLRQ�VXSSRUW�LV�SURYLGHG�E\�WHFKQLFDO�VXSSRUW�SHUVRQQHO�ORFDWHG�DW�&RJQH[�UHJLRQDO�RIILFHV��
DV�ZHOO�DV�E\�ILHOG�VHUYLFH�HQJLQHHUV�WKDW�SURYLGH�VXSSRUW�DW�WKH�FXVWRPHUµV�SURGXFWLRQ�VLWH���:H�SURYLGH�FRQVXOWLQJ�
VHUYLFHV�WKDW�UDQJH�IURP�D�VSHFLILF�DUHD�RI�IXQFWLRQDOLW\�WR�D�FRPSOHWHO\�LQWHJUDWHG�YLVLRQ�DSSOLFDWLRQ�RU�LQVWDOOHG�,'�
DSSOLFDWLRQ�� 7UDLQLQJ VHUYLFHV� LQFOXGH�D�YDULHW\�RI�SURGXFW�FRXUVHV� WKDW�DUH�DYDLODEOH�DW�RXU�RIILFHV ZRUOGZLGH��DW�
FXVWRPHU�IDFLOLWLHV��DQG�RQ�FRPSXWHU�EDVHG�WXWRULDOV��YLGHR��DQG�WKH�LQWHUQHW��

,QWHOOHFWXDO�3URSHUW\

:H UHO\� RQ� WKH� WHFKQLFDO� H[SHUWLVH�� FUHDWLYLW\�� DQG� NQRZOHGJH� RI� RXU� SHUVRQQHO�� DQG� WKHUHIRUH��ZH� XWLOL]H� SDWHQW��
WUDGHPDUN��FRS\ULJKW��DQG�WUDGH�VHFUHW�SURWHFWLRQ�WR�PDLQWDLQ�RXU�FRPSHWLWLYH�SRVLWLRQ�DQG�SURWHFW�RXU�SURSULHWDU\�ULJKWV�
LQ�RXU�SURGXFWV�DQG�WHFKQRORJ\���:KLOH�RXU�LQWHOOHFWXDO�SURSHUW\�ULJKWV�DUH�LPSRUWDQW�WR�RXU�VXFFHVV��ZH�EHOLHYH�WKDW�
RXU�EXVLQHVV�DV�DZKROH�LV�QRW�PDWHULDOO\�GHSHQGHQW�RQDQ\�SDUWLFXODU�SDWHQW��WUDGHPDUN��FRS\ULJKW��RU RWKHU�LQWHOOHFWXDO�
SURSHUW\�ULJKW�

$V�RI�'HFHPEHU�����������&RJQH[�KDG�EHHQ�JUDQWHG��RU�RZQHG�E\�DVVLJQPHQW������SDWHQWV�LVVXHG�ZRUOGZLGH�DQG�
KDG�DQRWKHU�����SDWHQW�DSSOLFDWLRQV�SHQGLQJ�ZRUOGZLGH���&RJQH[�KDV�XVHG��UHJLVWHUHG��RU�DSSOLHG�WR�UHJLVWHU�D�QXPEHU�
RI�WUDGHPDUN�UHJLVWUDWLRQV�LQ�WKH�8QLWHG�6WDWHV�DQG�LQ�RWKHU�FRXQWULHV��&RJQH[µV�WUDGHPDUN�DQG�VHUYLFHPDUN�SRUWIROLR�
LQFOXGHV�YDULRXV�UHJLVWHUHG�PDUNV��LQFOXGLQJ��DPRQJ�RWKHUV��&RJQH[���9LVLRQ3UR���,Q�6LJKW���DQG��'DWD0DQ���DV�ZHOO�
DV�PDQ\�FRPPRQ�ODZ�PDUNV�

&RPSOLDQFH�ZLWK�(QYLURQPHQWDO�3URYLVLRQV

&RJQH[µV FDSLWDO� H[SHQGLWXUHV�� HDUQLQJV��DQG�FRPSHWLWLYH�SRVLWLRQ�DUH�QRW�PDWHULDOO\�DIIHFWHG E\�FRPSOLDQFH�ZLWK�
IHGHUDO��VWDWH��DQG�ORFDO�HQYLURQPHQWDO�SURYLVLRQV�ZKLFK�KDYH�EHHQ�HQDFWHG�RU�DGRSWHG�WR�UHJXODWH�WKH�GLVWULEXWLRQ�RI�
PDWHULDOV�LQWR�WKH�HQYLURQPHQW�

&RPSHWLWLRQ

7KH�PDFKLQH�YLVLRQ�PDUNHW�LV�KLJKO\�IUDJPHQWHG�DQG�FRPSHWLWLYH���2XU�FRPSHWLWRUV�LQFOXGH�RWKHU�YHQGRUV�RI�PDFKLQH�
YLVLRQ�V\VWHPV� FRQWUROOHUV��DQGFRPSRQHQWV��PDQXIDFWXUHUV�RI LPDJH�SURFHVVLQJ�V\VWHPV��VHQVRUV� DQG�FRPSRQHQWV��
DQG�V\VWHP�LQWHJUDWRUV���,Q�DGGLWLRQ��LQ�WKH�VHPLFRQGXFWRU�DQG�HOHFWURQLFV�FDSLWDO�HTXLSPHQW�PDUNHW��DQG�ZLWK�UHVSHFW�
WR�PDFKLQH�EXLOGHUV�LQ WKH�IDFWRU\�DXWRPDWLRQPDUNHW��ZH�FRPSHWH�ZLWK WKH�LQWHUQDO HQJLQHHULQJ�GHSDUWPHQWV�RI FXUUHQW�
RU�SURVSHFWLYH�FXVWRPHUV�� ,Q�WKH�LGHQWLILFDWLRQ�DQG�ORJLVWLFV�PDUNHW��ZH�FRPSHWH�ZLWK�PDQXIDFWXUHUV�RI�DXWRPDWLF�
LGHQWLILFDWLRQ�V\VWHPV���.H\�FRPSHWLWRUV�LQ�JHRJUDSKLHV�ZRUOGZLGH�LQFOXGH�.H\HQFH�&RUSRUDWLRQ��6LFN$*��DQG�2PURQ�
&RUSRUDWLRQ���$Q\�RI�WKHVH�FRPSHWLWRUV�PD\�KDYH�JUHDWHU�ILQDQFLDO�DQG�RWKHU�UHVRXUFHV�WKDQ�&RJQH[���$OWKRXJK�ZH�
FRQVLGHU�&RJQH[�WR�EH�RQH�RI�WKH�OHDGLQJ�PDFKLQH�YLVLRQ�FRPSDQLHV�LQ�WKH�ZRUOG��UHOLDEOH�HVWLPDWHV�RI�WKH�PDFKLQH�
YLVLRQ�PDUNHW�DQG�WKH�QXPEHU�DQG�UHODWLYH�VL]H�RI�FRPSHWLWRUV�DUH�QRW�UHDGLO\�DYDLODEOH�

&RJQH[µV�DELOLW\�WR�FRPSHWH�GHSHQGV�XSRQ�RXU�DELOLW\�WR�GHVLJQ��PDQXIDFWXUH��DQG�VHOO�KLJK�TXDOLW\�SURGXFWV��DV�ZHOO�
DV�RXU�DELOLW\� WR�GHYHORS�QHZ�SURGXFWV�DQG� IXQFWLRQDOLW\� WKDW�PHHW�HYROYLQJ�FXVWRPHU� UHTXLUHPHQWV�� 7KH�SULPDU\�
FRPSHWLWLYH�IDFWRUV�DIIHFWLQJ WKH�FKRLFH�RI�D�PDFKLQH�YLVLRQ�RU�,'�V\VWHP�LQFOXGH�YHQGRU�UHSXWDWLRQ��SURGXFW�IXQFWLRQDOLW\�
DQG�SHUIRUPDQFH��HDVH�RI�XVH��SULFH��DQG�SRVW�VDOHV�VXSSRUW��7KH�LPSRUWDQFH�RI�HDFK�RI�WKHVH�IDFWRUV�YDULHV�GHSHQGLQJ�
XSRQ�WKH�VSHFLILF�FXVWRPHUµV�QHHGV�

%DFNORJ

$V�RI�'HFHPEHU�����������EDFNORJ��ZKLFK�LQFOXGHV�GHIHUUHG�UHYHQXH��WRWDOHG��������������FRPSDUHG�WR�������������
DV�RI�'HFHPEHU������������%DFNORJ�UHIOHFWV�FXVWRPHU�SXUFKDVH�RUGHUV�IRU�SURGXFWV�VFKHGXOHG�IRU�VKLSPHQW�SULPDULO\�
ZLWKLQ�����GD\V�IRU�FXVWRPHUV�LQ�WKH�ORJLVWLFV�LQGXVWU\�DQG�SULPDULO\�ZLWKLQ����GD\V�IRU�FXVWRPHUV�LQ�DOO�RWKHU�LQGXVWULHV��
7KH�OHYHO�RI�EDFNORJ�DW�DQ\�SDUWLFXODU�GDWH�LV�QRW�QHFHVVDULO\�LQGLFDWLYH�RI�IXWXUH�UHYHQXH���'HOLYHU\�VFKHGXOHV�PD\�EH�
H[WHQGHG�DQG�RUGHUV�PD\�EH�FDQFHOHG�DW�DQ\�WLPH�VXEMHFW�WR�FHUWDLQ�FDQFHOODWLRQ�SHQDOWLHV�



�

(PSOR\HHV

$V�RI�'HFHPEHU�����������&RJQH[�HPSOR\HG�������SHUVRQV��LQFOXGLQJ�����LQ�VDOHV��PDUNHWLQJ��DQG�VHUYLFH�DFWLYLWLHV��
����LQ�UHVHDUFK��GHYHORSPHQW��DQG�HQJLQHHULQJ������LQ�PDQXIDFWXULQJ�DQG�TXDOLW\�DVVXUDQFH��DQG�����LQ�LQIRUPDWLRQ�
WHFKQRORJ\��ILQDQFH��DQG�DGPLQLVWUDWLRQ���2I�RXU�������HPSOR\HHV������DUH�EDVHG�RXWVLGH�RI�WKH�8QLWHG�6WDWHV���:H�
KDYH�QRW�H[SHULHQFHG�DQ\�ZRUN�VWRSSDJHV�GXH�WR�ODERU�GLVSXWHV���:H�EHOLHYH�WKDW�RXU�HPSOR\HH�UHODWLRQV�DUH�JRRG�

$YDLODEOH�,QIRUPDWLRQ

&RJQH[�PDLQWDLQV�D�ZHEVLWH�RQ�WKH�:RUOG�:LGH�:HE�DW�ZZZ�FRJQH[�FRP���:H�PDNH�DYDLODEOH��IUHH�RI�FKDUJH��RQ�RXU�
ZHEVLWH�LQ WKH�²&RPSDQ\³�VHFWLRQ�XQGHU�WKH�FDSWLRQ�²,QYHVWRU�,QIRUPDWLRQ³�IROORZHG�E\�²)LQDQFLDO�,QIRUPDWLRQ³DQG�WKHQ�
²6(&�)L,LQJV�³�RXU $QQXDO�5HSRUW�RQ�)RUP����.��4XDUWHUO\�5HSRUWV�RQ�)RUP����4��DQG�&XUUHQW�5HSRUWV�RQ�)RUP���.��
LQFOXGLQJ�H[KLELWV��DQG�DPHQGPHQWV�WR�WKRVH�UHSRUWV�ILOHG�RU�IXUQLVKHG�SXUVXDQW�WR�6HFWLRQ����D��RU����G��RI�WKH�6HFXULWLHV�
([FKDQJH�$FW�RI�������DV�DPHQGHG��DV�VRRQ�DV�UHDVRQDEO\�SUDFWLFDEOH�DIWHU�VXFK�UHSRUWV�DUH�HOHFWURQLFDOO\�ILOHG�ZLWK��
RU�IXUQLVKHG�WR��WKH�6(&���&RJQH[µV�UHSRUWV�ILOHG�ZLWK��RU�IXUQLVKHG�WR��WKH�6(&�DUH�DOVR�DYDLODEOH�DW�WKH�6(&µV�ZHEVLWH�
DW�ZZZ�VHF�JRY���,QIRUPDWLRQ�FRQWDLQHG�RQ�RXU�ZHEVLWH�LV�QRW�D�SDUW�RI��RU�LQFRUSRUDWHG�E\�UHIHUHQFH�LQWR��WKLV�$QQXDO�
5HSRUW�RQ�)RUP����.�

,7(0��$���5,6.�)$&7256

7KH�ULVNV�DQG�XQFHUWDLQWLHV�GHVFULEHG�EHORZ�DUH�QRW�WKH�RQO\�RQHV�WKDW�ZH�IDFH��$GGLWLRQDO�ULVNV�DQG�XQFHUWDLQWLHV�WKDW�
ZH�DUH�XQDZDUH�RI��RU�WKDW�ZH�FXUUHQWO\�GHHP�LPPDWHULDO��DOVR�PD\�EHFRPH�LPSRUWDQW�IDFWRUV�WKDW�DIIHFW�RXU�FRPSDQ\�
LQ�WKH�IXWXUH���,I�DQ\�RI�WKHVH�ULVNV�ZHUH�WR�RFFXU��RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��RU�UHVXOWV�RI�RSHUDWLRQV�FRXOG�EH�
PDWHULDOO\�DQG�DGYHUVHO\�DIIHFWHG���7KLV�VHFWLRQ�LQFOXGHV�RU�UHIHUV�WR�FHUWDLQ�IRUZDUG�ORRNLQJ�VWDWHPHQWV���:H�UHIHU�\RX�
WR�WKH�H[SODQDWLRQ�RI�WKH�TXDOLILFDWLRQV�DQG�OLPLWDWLRQV�RQ�VXFK�IRUZDUG�ORRNLQJ�VWDWHPHQWV��DSSHDULQJ�XQGHU�WKH�KHDGLQJ�
�)RUZDUG�/RRNLQJ�6WDWHPHQWV��LQ�3DUW�,,���,WHP���RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�

7KH�ORVV�RI�D�ODUJH�FXVWRPHU�FRXOG�KDYH�DQ�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV�

5HYHQXH� IURP�D� VLQJOH� FXVWRPHU� DFFRXQWHG� IRU� ����� ����� DQG� ����RI� WRWDO� UHYHQXH� LQ� ������ ������ DQG� ������
UHVSHFWLYHO\���/DUJH�FXVWRPHUV�PD\�GLYHUW�PDQDJHPHQWµV�DWWHQWLRQ�IURP�RWKHU�RSHUDWLRQDO�PDWWHUV�DQG�SXOO�UHVRXUFHV�
IURP�RWKHU�DUHDV�RI�WKH�EXVLQHVV��UHVXOWLQJ�LQ�SRWHQWLDO�ORVV�RI�UHYHQXH�IURP�RWKHU�FXVWRPHUV��,Q�DGGLWLRQ��ODUJH�FXVWRPHUV�
PD\�UHFHLYH�SUHIHUUHG�SULFLQJ�DQG�D�KLJKHU�OHYHO�RI�SRVW�VDOH�VXSSRUW��ZKLFK�PD\�ORZHU�RXU�JURVV�PDUJLQ�SHUFHQWDJH��
)XUWKHUPRUH��ZH�W\SLFDOO\�H[WHQG�FUHGLW�WHUPV�WR�ODUJH�FXVWRPHUV��UHVXOWLQJ�LQ�ODUJH�DFFRXQWV�UHFHLYDEOH�EDODQFHV��DQG�
LQ�FHUWDLQ�LQVWDQFHV�GXH�WR�ORQJ�VXSSOLHU�OHDG�WLPHV��ZH�PD\�SXUFKDVH�LQYHQWRU\�LQ�DGYDQFH�RI�UHFHLSW�RI�D�FXVWRPHU�
SXUFKDVH�RUGHU��ZKLFK�H[SRVHV�XV�WR�DQ�LQFUHDVHG�ULVN�RI�H[FHVV�RU�REVROHWH�LQYHQWRU\�DQG�UHVXOWLQJ�FKDUJHV�

,Q�VRPH�FDVHV��HQG�FXVWRPHUV�RI�RXU�UHVHOOHUV�PD\�EH�ODUJH�FRQVXPHUV�RI�RXU�SURGXFWV���)XUWKHUPRUH��WKHUH�PD\�EH�
LQGXVWU\�OHDGHUV�WKDW�DUH�DEOH�WR�H[HUW�SXUFKDVLQJ�SRZHU�RYHU�WKHLU�YHQGRUV
�VXSSO\�FKDLQV��SDUWLFXODUO\�LQ�WKH�DXWRPRWLYH�
DQG�FRQVXPHU�HOHFWURQLFV�LQGXVWULHV���7KH�ORVV�RI��RU�VLJQLILFDQW�FXUWDLOPHQW�RI�SXUFKDVHV�E\��DQ\�RQH�RU�PRUH�RI�RXU�
ODUJHU�FXVWRPHUV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�RSHUDWLQJ�UHVXOWV�

*OREDO�HFRQRPLF�FRQGLWLRQV�PD\�QHJDWLYHO\�LPSDFW�RXU�RSHUDWLQJ�UHVXOWV�

2XU�UHYHQXH�OHYHOV�DUH�LPSDFWHG�E\�JOREDO�HFRQRPLF�FRQGLWLRQV��DV�ZH�KDYH�D�VLJQLILFDQW�EXVLQHVV�SUHVHQFH�LQ�PDQ\�
FRXQWULHV� WKURXJKRXW� WKH�ZRUOG�� ,I�JOREDO�HFRQRPLF�FRQGLWLRQV�ZHUH� WR�GHWHULRUDWH��RXU� UHYHQXH�DQG�RXU�DELOLW\� WR�
JHQHUDWH�RSHUDWLQJ�SURILWV�FRXOG�EH�PDWHULDOO\�DGYHUVHO\�DIIHFWHG�

$V�D�UHVXOW�RI�JOREDO�HFRQRPLF�FRQGLWLRQV��RXU�EXVLQHVV�LV�VXEMHFW�WR�WKH�IROORZLQJ�ULVNV��DPRQJ�RWKHUV�

� RXU�FXVWRPHUV�PD\�QRW�KDYH�VXIILFLHQW�FDVK�IORZ�RU�DFFHVV�WR�ILQDQFLQJ�WR�SXUFKDVH�RXU�SURGXFWV�

� RXU�FXVWRPHUV�PD\�QRW�SD\�XV�ZLWKLQ�DJUHHG�XSRQ�WHUPV�RU�PD\�GHIDXOW�RQ�WKHLU�SD\PHQWV
DOWRJHWKHU�

� RXU�YHQGRUV�PD\�EH�XQDEOH�WR�IXOILOO�WKHLU�GHOLYHU\�REOLJDWLRQV�WR�XV�LQ�D�WLPHO\�PDQQHU�

� ORZHU�GHPDQG�IRU�RXU�SURGXFWV�PD\�UHVXOW�LQ�FKDUJHV�IRU�H[FHVV�DQG�REVROHWH�LQYHQWRU\�LI�ZH�DUH
XQDEOH�WR�VHOO�LQYHQWRU\�WKDW�LV�HLWKHU�DOUHDG\�RQ�KDQG�RU�FRPPLWWHG�WR�SXUFKDVH�

� ORZHU�FDVK�IORZV�PD\�UHVXOW�LQ�LPSDLUPHQW�FKDUJHV�IRU�DFTXLUHG�LQWDQJLEOH�DVVHWV�RU�JRRGZLOO�

� D�GHFOLQH�LQ�RXU�VWRFN�SULFH�PD\�PDNH�VWRFN�RSWLRQV�D�OHVV�DWWUDFWLYH�IRUP�RI�FRPSHQVDWLRQ�DQG�D
OHVV�HIIHFWLYH�IRUP�RI�UHWHQWLRQ�IRU�RXU�HPSOR\HHV��DQG

� WKH�WUDGLQJ�SULFH�RI�RXU�FRPPRQ�VWRFN�PD\�EH�YRODWLOH�

$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�KDG������PLOOLRQ�LQ�FDVK�DQG�LQYHVWPHQWV�� ,Q�DGGLWLRQ��&RJQH[�KDV�QR�ORQJ�
WHUP�GHEW�DQG�ZH�GR�QRW�DQWLFLSDWH�QHHGLQJ�GHEW�ILQDQFLQJ�LQ�WKH�QHDU�IXWXUH�� :H�EHOLHYH�WKDW�RXU�VWURQJ�FDVK�SRVLWLRQ�



�

SXWV�XV�LQ�D�UHODWLYHO\�JRRG�SRVLWLRQ�WR�ZHDWKHU�HFRQRPLF�GRZQWXUQV���1HYHUWKHOHVV��RXU�RSHUDWLQJ�UHVXOWV�KDYH�EHHQ�
PDWHULDOO\� DGYHUVHO\� DIIHFWHG LQ� WKH� SDVW�� DQG� FRXOG� EH�PDWHULDOO\� DGYHUVHO\� DIIHFWHG LQ� WKH� IXWXUH�� DV� D� UHVXOW� RI�
XQIDYRUDEOH�HFRQRPLF�FRQGLWLRQV�DQG�UHGXFHG�FDSLWDO�VSHQGLQJ�E\�PDQXIDFWXUHUV�ZRUOGZLGH�

$�GRZQWXUQ�LQ�WKH�FRQVXPHU�HOHFWURQLFV�RU�DXWRPRWLYH�LQGXVWULHV�PD\�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�

,Q�������WKH�ODUJHVW�LQGXVWULHV�WKDW�ZH�VHUYHG�LQ�WKH�IDFWRU\�DXWRPDWLRQ�PDUNHW�ZHUH�WKH�FRQVXPHU�HOHFWURQLFV�DQG�
DXWRPRWLYH�LQGXVWULHV���2XU�EXVLQHVV�LV�LPSDFWHG�E\�WKH�OHYHO�RI�FDSLWDO�VSHQGLQJ�LQ�WKHVH�LQGXVWULHV��DV�ZHOO�DV�WKH�
SURGXFW�GHVLJQ�F\FOHV�RI�RXU�PDMRU�FXVWRPHUV�LQ�WKHVH�LQGXVWULHV���7KH�PDUNHW�OHDGHUV�LQ�WKHVH�LQGXVWULHV�DUH�DEOH�WR�
H[HUW�SXUFKDVLQJ�SRZHU�RYHU�WKHLU�YHQGRUV
�VXSSO\�FKDLQV��DQG�RXU�ODUJH�FXVWRPHUV�LQ�WKHVH�LQGXVWULHV�PD\�GHFLGH�WR�
SXUFKDVH�IHZHU�SURGXFWV�IURP�&RJQH[�RU�VWRS�SXUFKDVLQJ�IURP�&RJQH[�DOWRJHWKHU���$V�D�UHVXOW��RXU�RSHUDWLQJ�UHVXOWV�
FRXOG�EH�PDWHULDOO\�DQG�DGYHUVHO\�DIIHFWHG�E\�GHFOLQLQJ�VDOHV�LQ�WKHVH�LQGXVWULHV�

2XU�LQDELOLW\�WR�SHQHWUDWH�QHZ�PDUNHWV�PD\�LPSHGH�RXU�UHYHQXH�JURZWK�

:H�DUH�SXUVXLQJ�DSSOLFDWLRQV�LQ�WKH�DXWRPDWLF�LGHQWLILFDWLRQ�PDUNHW�RXWVLGH�RI�WKH�PDQXIDFWXULQJ�VHFWRU��VXFK�DV�XVLQJ�
,'�SURGXFWV�LQ�ORJLVWLFV�DXWRPDWLRQ�IRU�SDFNDJH�VRUWLQJ�DQG�GLVWULEXWLRQ���$V�VKLSSLQJ�YROXPHV�JURZ��PRUH�GLVWULEXWLRQ�
FHQWHUV�DUH�FKRRVLQJ�WR�XSJUDGH�WKHLU�WUDGLWLRQDO�ODVHU�EDVHG�VFDQQHUV�WR�LPDJH�EDVHG�EDUFRGH�UHDGHUV��ZKLFK�PD\�
FRVW�HIIHFWLYHO\�LQFUHDVH�SDFNDJH�VRUWHU�HIILFLHQF\�DQG�WKURXJKSXW�E\�LPSURYLQJ�UHDG�UDWHV���&RJQH[�KDV�LQWURGXFHG�
LPDJH�EDVHG�EDUFRGH�UHDGHUV�LQ�RUGHU�WR�SHQHWUDWH�WKH�,'�ORJLVWLFV�PDUNHW�DQG�JURZ�RXU�,'�3URGXFWV�EXVLQHVV�EH\RQG�
WKH�WUDGLWLRQDO�PDQXIDFWXULQJ�VHFWRU�WKDW�ZH�FXUUHQWO\�VHUYH��2XU�JURZWK�SODQ�LV�GHSHQGHQW�XSRQ�VXFFHVVIXOO\�SHQHWUDWLQJ�
WKH�,'�ORJLVWLFV�PDUNHW�DQG�ZH�DUH�PDNLQJ�VLJQLILFDQW� LQYHVWPHQWV� LQ�WKLV�DUHD�� �7KHUHIRUH� RXU�IDLOXUH�WR�JHQHUDWH�
UHYHQXH�LQ�WKLV�QHZ�PDUNHW�LQ�WKH�DPRXQWV�RU�ZLWKLQ�WKH�WLPH�SHULRGV�DQWLFLSDWHG�PD\�KDYH�D�PDWHULDO�DGYHUVH�LPSDFW�
RQ�RXU�UHYHQXH�JURZWK�DQG�RSHUDWLQJ�UHVXOWV�

(FRQRPLF��SROLWLFDO��DQG�RWKHU�ULVNV�DVVRFLDWHG�ZLWK�LQWHUQDWLRQDO�VDOHV�DQG�RSHUDWLRQV�FRXOG�DGYHUVHO\�DIIHFW�
RXU�EXVLQHVV�DQG�RSHUDWLQJ�UHVXOWV�

,Q�������DSSUR[LPDWHO\�����RI�RXU�UHYHQXH�ZDV�GHULYHG�IURP�FXVWRPHUV�ORFDWHG�RXWVLGH�RI�WKH�8QLWHG�6WDWHV���:H�
DQWLFLSDWH�WKDW�LQWHUQDWLRQDO�VDOHV�ZLOO�FRQWLQXH�WR�DFFRXQW�IRU�D�VLJQLILFDQW�SRUWLRQ�RI�RXU�UHYHQXH���,Q�DGGLWLRQ��FHUWDLQ�
RI�RXU�SURGXFWV�DUH�DVVHPEOHG�E\�WKLUG�SDUW\�FRQWUDFW�PDQXIDFWXUHUV��SULPDULO\�ORFDWHG�LQ�,QGRQHVLD�� :H LQWHQG�WR�
FRQWLQXH�WR�H[SDQG�RXU�VDOHV�DQG�RSHUDWLRQV�RXWVLGH�RI�WKH�8QLWHG�6WDWHV�DQG�H[SDQG�RXU�SUHVHQFH�LQ�LQWHUQDWLRQDO�
HPHUJLQJ�PDUNHWV���$V D�UHVXOW��RXU�EXVLQHVV�LV�VXEMHFW�WR�WKH�ULVNV�LQKHUHQW�LQ�LQWHUQDWLRQDO�VDOHV�DQG�RSHUDWLRQV��
LQFOXGLQJ��DPRQJ�RWKHU�WKLQJV�

� YDULRXV�UHJXODWRU\�DQG�VWDWXWRU\�UHTXLUHPHQWV�

� GLIILFXOWLHV�LQ�LQMHFWLQJ�DQG�UHSDWULDWLQJ�FDVK�

� H[SRUW�DQG�LPSRUW�UHVWULFWLRQV�

� WUDQVSRUWDWLRQ�GHOD\V�

� HPSOR\PHQW�UHJXODWLRQV�DQG�ORFDO�ODERU�FRQGLWLRQV�

� GLIILFXOWLHV�LQ�VWDIILQJ�DQG�PDQDJLQJ�IRUHLJQ�VDOHV�RSHUDWLRQV�

� LQVWDELOLW\�LQ�HFRQRPLF�RU�SROLWLFDO�FRQGLWLRQV�

� GLIILFXOWLHV�SURWHFWLQJ�LQWHOOHFWXDO�SURSHUW\�

� EXVLQHVV�V\VWHPV�FRQQHFWLYLW\�LVVXHV��DQG

� SRWHQWLDOO\�DGYHUVH�WD[�FRQVHTXHQFHV�

$Q\�RI�WKHVH�IDFWRUV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�RSHUDWLQJ�UHVXOWV�

)OXFWXDWLRQV� LQ� IRUHLJQ� FXUUHQF\� H[FKDQJH� UDWHV� DQG� WKH� XVH� RI� GHULYDWLYH� LQVWUXPHQWV� WR� KHGJH� WKHVH�
H[SRVXUHV�FRXOG�DGYHUVHO\�DIIHFW�RXU�UHSRUWHG�UHVXOWV��OLTXLGLW\��DQG�FRPSHWLWLYH�SRVLWLRQ�

:H�IDFH�H[SRVXUH�WR�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�IOXFWXDWLRQV��DV�D�VLJQLILFDQW�SRUWLRQ�RI�RXU�UHYHQXHV��H[SHQVHV��
DVVHWV��DQG�OLDELOLWLHV�DUH�GHQRPLQDWHG�LQ�FXUUHQFLHV�RWKHU�WKDQ�WKH�IXQFWLRQDO�FXUUHQFLHV�RI�RXU�VXEVLGLDULHV�RU�WKH�
UHSRUWLQJ�FXUUHQF\�RI�RXU�FRPSDQ\��ZKLFK�LV�WKH�8�6��'ROODU�� ,Q�FHUWDLQ�LQVWDQFHV��ZH�XWLOL]H�IRUZDUG�FRQWUDFWV�WR�KHGJH�
DJDLQVW�IRUHLJQ�FXUUHQF\�IOXFWXDWLRQV�� 7KHVH�FRQWUDFWV�DUH�XVHG�WR�PLQLPL]H�IRUHLJQ�FXUUHQF\�JDLQV�RU�ORVVHV��DV�WKH�
JDLQV�RU�ORVVHV�RQ�WKH�GHULYDWLYH�DUH�LQWHQGHG�WR�RIIVHW�WKH�ORVVHV�RU�JDLQV�RQ�WKH�XQGHUO\LQJ�H[SRVXUH��:H�GR�QRW�
HQJDJH�LQ�IRUHLJQ�FXUUHQF\�VSHFXODWLRQ�� ,I�WKH�FRXQWHUSDUW\�WR�DQ\�RI�RXU�KHGJLQJ�DUUDQJHPHQWV�H[SHULHQFHV�ILQDQFLDO�
GLIILFXOWLHV��RU�LV�RWKHUZLVH�XQDEOH�WR�KRQRU�WKH�WHUPV�RI�WKH�FRQWUDFW��ZH�PD\�H[SHULHQFH�PDWHULDO�ORVVHV�

2XU�IRUHLJQ�FXUUHQF\�KHGJLQJ�SURJUDP�LQFOXGHV�IRUHLJQ�FXUUHQF\�FDVK�IORZ�KHGJHV�WKDW�SURWHFW�RXU�EXGJHWHG�UHYHQXHV�
DQG�H[SHQVHV�DJDLQVW�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�FKDQJHV�FRPSDUHG�WR�RXU�EXGJHWHG�UDWHV�� 7KHVH�GHULYDWLYHV�
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DUH�GHVLJQDWHG� IRU�KHGJH�DFFRXQWLQJ��DQG� WKHUHIRUH�� WKH�HIIHFWLYH SRUWLRQ�RI� WKH� IRUZDUG�FRQWUDFW
V�JDLQ�RU� ORVV� LV�
UHSRUWHG�LQ�VKDUHKROGHUV
�HTXLW\�DV�RWKHU�FRPSUHKHQVLYH�LQFRPH��ORVV��DQG�LV�UHFODVVLILHG�LQWR�FXUUHQW�RSHUDWLRQV�DV�
WKH�KHGJHG�WUDQVDFWLRQ�LPSDFWV�FXUUHQW�RSHUDWLRQV���6KRXOG�WKHVH�KHGJHV�IDLO�WR�TXDOLI\�IRU�KHGJH�DFFRXQWLQJ�RU�EH�
LQHIIHFWLYH��WKH�JDLQ�RU�ORVV�RQ�WKH�IRUZDUG�FRQWUDFW�ZRXOG�EH�UHSRUWHG�LQ�FXUUHQW�RSHUDWLRQV�LPPHGLDWHO\�DV�RSSRVHG�
WR�ZKHQ�WKH�KHGJHG�WUDQVDFWLRQ�LPSDFWV�FXUUHQW�RSHUDWLRQV��ZKLFK�PD\�UHVXOW�LQ�PDWHULDO�IRUHLJQ�FXUUHQF\�JDLQV�RU�
ORVVHV�

7KH� VXFFHVV� RI� RXU� IRUHLJQ� FXUUHQF\� ULVN� PDQDJHPHQW� SURJUDP� GHSHQGV� XSRQ� IRUHFDVWV� RI� WUDQVDFWLRQ� DFWLYLW\�
GHQRPLQDWHG�LQ�YDULRXV�FXUUHQFLHV���7R�WKH�H[WHQW�WKDW�WKHVH�IRUHFDVWV�DUH�RYHUVWDWHG�RU�XQGHUVWDWHG�GXULQJ�SHULRGV�
RI�FXUUHQF\�YRODWLOLW\��ZH�FRXOG�H[SHULHQFH�XQDQWLFLSDWHG�IRUHLJQ�FXUUHQF\�JDLQV�RU�ORVVHV�WKDW�FRXOG�KDYH�D�PDWHULDO�
LPSDFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV���)XUWKHUPRUH��RXU�IDLOXUH�WR�LGHQWLI\�QHZ�H[SRVXUHV�DQG�KHGJH�WKHP�LQ�DQ�HIIHFWLYH�
PDQQHU�PD\�UHVXOW�LQ�PDWHULDO�IRUHLJQ�FXUUHQF\�JDLQV�RU�ORVVHV�

$�VLJQLILFDQW�SRUWLRQ�RI�RXU�UHYHQXHV�DQG�H[SHQVHV�DUH�GHQRPLQDWHG�LQ�WKH�(XUR��WKH�-DSDQHVH�<HQ��DQG�WKH�&KLQHVH�
<XDQ��DOVR�NQRZQ�DV�5HQPLQEL���2XU�SUHGRPLQDQW�FXUUHQF\�RI�VDOH�LV�WKH�8�6��'ROODU�LQ�WKH�$PHULFDV��WKH�(XUR�DQG�
8�6��'ROODU�LQ�(XURSH��WKH<XDQ�LQ�0DLQODQG�&KLQD��WKH<HQ�LQ�-DSDQ��DQG�WKH�8�6��'ROODU�LQ�RWKHU�UHJLRQV���:H�HVWLPDWH�
WKDW�DSSUR[LPDWHO\�����RI�RXU�VDOHV�LQ������ZHUH�LQYRLFHG�LQ�FXUUHQFLHV�RWKHU�WKDQ�WKH�8�6��'ROODU��DQG�ZH�H[SHFW�
VDOHV�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�WR�FRQWLQXH�WR�UHSUHVHQW�D�VLJQLILFDQW�SRUWLRQ�RI�RXU�WRWDO�UHYHQXH���:KLOH�ZH�
DOVR�KDYH�H[SHQVHV�GHQRPLQDWHG�LQ�WKHVH�VDPH�IRUHLJQ�FXUUHQFLHV��WKH�LPSDFW�RQ�UHYHQXHV�KDV�KLVWRULFDOO\�EHHQ��DQG�
LV�H[SHFWHG�WR�FRQWLQXH�WR�EH��JUHDWHU�WKDQ�WKH�RIIVHWWLQJ�LPSDFW�RQ�H[SHQVHV��7KHUHIRUH��LQ�WLPHV�ZKHQ�WKH�8�6��'ROODU�
VWUHQJWKHQV�LQ�UHODWLRQ�WR�WKHVH�IRUHLJQ FXUUHQFLHV��ZH�ZRXOG�H[SHFW�WR UHSRUW�D�QHW�GHFUHDVH LQ�RSHUDWLQJ�LQFRPH��
&RQYHUVHO\��LQ�WLPHV�ZKHQ�WKH�8�6��'ROODU�ZHDNHQV�LQ�UHODWLRQ�WR�WKHVH�IRUHLJQ�FXUUHQFLHV��ZH�ZRXOG�H[SHFW�WR�UHSRUW�
D�QHW�LQFUHDVH�LQ�RSHUDWLQJ�LQFRPH���7KXV��FKDQJHV�LQ�WKH�UHODWLYH�VWUHQJWK�RI�WKH�8�6��'ROODU�PD\�KDYH�D�PDWHULDO�
LPSDFW�RQ�RXU�RSHUDWLQJ�UHVXOWV�

,QIRUPDWLRQ�VHFXULW\�EUHDFKHV�RU�EXVLQHVV�V\VWHP�GLVUXSWLRQV�PD\�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�

:H UHO\�RQ�RXU� LQIRUPDWLRQ� WHFKQRORJ\� LQIUDVWUXFWXUH�DQG�PDQDJHPHQW� LQIRUPDWLRQ�V\VWHPV� WR�HIIHFWLYHO\ UXQ�RXU�
EXVLQHVV�� :H PD\�EH�VXEMHFW�WR� LQIRUPDWLRQ�VHFXULW\�EUHDFKHV�FDXVHG�E\�KDFNLQJ��PDOLFLRXV�VRIWZDUH��RU�DFWV�RI�
YDQGDOLVP�RU�WHUURULVP���2XU�VHFXULW\�PHDVXUHV�RU�WKRVH�RI�RXU�WKLUG�SDUW\�VHUYLFH�SURYLGHUV�PD\�QRW�GHWHFW�RU�SUHYHQW�
VXFK�EUHDFKHV���$Q\�VXFK�FRPSURPLVH�WR�RXU�LQIRUPDWLRQ�VHFXULW\�FRXOG�UHVXOW�LQ�WKHIW�RI�RXU�LQWHOOHFWXDO�SURSHUW\��D�
PLVDSSURSULDWLRQ�RI�RXU�FDVK�RU�RWKHU�DVVHWV��DQ�LQWHUUXSWLRQ�LQ�RXU�RSHUDWLRQV��WKH�XQDXWKRUL]HG�SXEOLFDWLRQ�RI�RXU�
FRQILGHQWLDO�EXVLQHVV�RU�SURSULHWDU\�LQIRUPDWLRQ��WKH�XQDXWKRUL]HG�UHOHDVH�RI�FXVWRPHU��YHQGRU��RU�HPSOR\HH�GDWD��WKH�
YLRODWLRQ�RI�SULYDF\�RU�RWKHU�ODZV��DQG�WKH�H[SRVXUH�WR�OLWLJDWLRQ��DQ\�RI�ZKLFK�FRXOG�KDUP�RXU�EXVLQHVV�DQG�RSHUDWLQJ�
UHVXOWV��

'LVUXSWLRQV�ZLWK�RXU�PDQDJHPHQW�LQIRUPDWLRQ�V\VWHPV�PD\�FDXVH�VLJQLILFDQW�EXVLQHVV�GLVUXSWLRQ���,Q�������ZH�EHJDQ�
ZRUN�WR�UHSODFH�RXU�(QWHUSULVH�5HVRXUFH�3ODQQLQJ��(53��V\VWHP��ZKLFK�LV�WKH�PDQDJHPHQW�LQIRUPDWLRQ�V\VWHP�WKDW�
LQWHJUDWHV�RXU�PDQXIDFWXULQJ��RUGHU�IXOILOOPHQW��DQG�ILQDQFLDO�DFWLYLWLHV���:H�H[SHFW�WKH�QHZ�V\VWHP�WR�EH�SODFHG�LQWR�
VHUYLFH�LQ�WKH�VHFRQG�TXDUWHU�RI��������5HSODFLQJ�DQ�(53�V\VWHP�LV�D�VLJQLILFDQW�LQYHVWPHQW�LQ�WHUPV�RI�ERWK�WLPH�DQG�
PRQH\��DQG�PD\�GLYHUW�PDQDJHPHQW
V�DWWHQWLRQ�IURP�RWKHU�RSHUDWLRQDO�PDWWHUV���7KH�FRQYHUVLRQ�IURP�WKH�ROG�V\VWHP�
WR�WKH�QHZ�V\VWHP�PD\�UHVXOW�LQ�VLJQLILFDQW�EXVLQHVV�GLVUXSWLRQ��LQFOXGLQJ�RXU�DELOLW\�WR�SURFHVV�RUGHUV��VKLS�SURGXFWV��
LQYRLFH�FXVWRPHUV��SURFHVV�SD\PHQWV��DQG�RWKHUZLVH�UXQ�RXU�EXVLQHVV��$Q\�GLVUXSWLRQ�RFFXUULQJ�ZLWK�RXU�(53 V\VWHP��
RU�DQ\�RI�RXU�RWKHU�PDQDJHPHQW�LQIRUPDWLRQ�V\VWHPV��PD\�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�RSHUDWLQJ�UHVXOWV�

2XU�EXVLQHVV�FRXOG�VXIIHU�LI�ZH�ORVH�WKH�VHUYLFHV�RI��RU�IDLO�WR�DWWUDFW��NH\�SHUVRQQHO�

:H�DUH�KLJKO\�GHSHQGHQW�XSRQ�WKH�PDQDJHPHQW�DQG�OHDGHUVKLS�RI�5REHUW�-��6KLOOPDQ��RXU�&KDLUPDQ�RI�WKH�%RDUG�RI�
'LUHFWRUV�DQG�&KLHI�&XOWXUH�2IILFHU��DQG�5REHUW�-��:LOOHWW��RXU�3UHVLGHQW�DQG�&KLHI�([HFXWLYH�2IILFHU��DV�ZHOO�DV�RWKHU�
PHPEHUV�RI�RXU�VHQLRU�PDQDJHPHQW�WHDP���$OWKRXJK�ZH�KDYH�PDQ\�H[SHULHQFHG�DQG�TXDOLILHG�VHQLRU�PDQDJHUV��WKH�
ORVV�RI�NH\�SHUVRQQHO�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�FRPSDQ\��

:H�KDYH�KLVWRULFDOO\�XVHG�VWRFN�RSWLRQV�DV�D�NH\�FRPSRQHQW�RI�RXU�HPSOR\HH�FRPSHQVDWLRQ�SURJUDP�LQ�RUGHU�WR�DOLJQ�
HPSOR\HH�LQWHUHVWV�ZLWK�WKH�LQWHUHVWV�RI�RXU�VKDUHKROGHUV��SURYLGH�FRPSHWLWLYH�FRPSHQVDWLRQ�DQG�EHQHILWV�SDFNDJHV��
DQG�HQFRXUDJH�HPSOR\HH�UHWHQWLRQ���:H�DUH�OLPLWHG�DV�WR�WKH�QXPEHU�RI�RSWLRQV�WKDW�ZH�PD\�JUDQW�XQGHU�RXU�VWRFN�
RSWLRQ�SODQV���$FFRUGLQJO\��ZH�PD\�ILQG�LW�GLIILFXOW�WR�DWWUDFW��UHWDLQ��DQG�PRWLYDWH�HPSOR\HHV��DQG�DQ\�VXFK�GLIILFXOWLHV�
FRXOG�PDWHULDOO\�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV� )XUWKHUPRUH��ZH�H[SHFW�RXU�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�WR�
LQFUHDVH�LQ�IXWXUH�\HDUV�GXH�WR�D�KLJKHU�YDOXDWLRQ�RI�RXU�VWRFN�RSWLRQV�UHVXOWLQJ�SULPDULO\�IURP�WKH�VLJQLILFDQW�LQFUHDVH�
LQ�RXU�VWRFN�SULFH�LQ�������ZKLFK�LV�XVHG�DV�DQ�LQSXW�WR�WKLV�YDOXDWLRQ��
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,I�ZH�IDLO�WR�HIIHFWLYHO\�PDQDJH�RXU�JURZWK��RXU�EXVLQHVV�DQG�RSHUDWLQJ�UHVXOWV�FRXOG�VXIIHU�

,Q�������WKH�&RPSDQ\µV UHYHQXH�JUHZ�E\�����RYHU�WKH�SULRU�\HDU� 7R�KHOS�VXSSRUW�WKLV�JURZWK��RXU�KHDGFRXQW�LQFUHDVHG�
IURP�������HPSOR\HHV�DV�RI�'HFHPEHU����������WR�������HPSOR\HHV�DV�RI�'HFHPEHU�����������$OWKRXJK�WKLV�UHSUHVHQWV�
D�QHW�KHDGFRXQW�LQFUHDVH�RI�����SHUVRQV��WKH�QXPEHU�RI�QHZ�HPSOR\HHV�WKDW�ZH�KLUHG�DQG�WUDLQHG�ZDV�KLJKHU�GXH�WR�
ZRUNIRUFH�DWWULWLRQ�� ,Q�DGGLWLRQ��ZH�FXUUHQWO\�XWLOL]H�D�ODUJH�QXPEHU�RI�WKLUG�SDUW\�FRQWUDFWRUV�WR�SURYLGH�RQ�VLWH�WHFKQLFDO�
VXSSRUW�DQG�LQVWDOODWLRQ�VHUYLFHV�

7R�VXSSRUW�RXU�JURZWK�DQG�H[HFXWH�RQ�RXU�RSHUDWLQJ�SODQV�DQG�VWUDWHJLF�LQLWLDWLYHV��ZH�PXVW�HIIHFWLYHO\�DWWUDFW��WUDLQ��
GHYHORS��PRWLYDWH��DQG�UHWDLQ�VNLOOHG�HPSOR\HHV��ZKLOH�PDLQWDLQLQJ�RXU�XQLTXH�FRUSRUDWH�FXOWXUH��:H EHOLHYH�RXU�VWURQJ�
FRUSRUDWH�FXOWXUH�LV�FULWLFDO�WR�RXU�DELOLW\�WR�FROODERUDWH��LQQRYDWH��H[HFXWH��DQG�DGDSW�LQ�D�KLJK�JURZWK��IDVW�FKDQJLQJ�
EXVLQHVV�HQYLURQPHQW���:H�PD\�QRW�EH�DEOH�WR�KLUH�DQG�WUDLQ�QHZ�HPSOR\HHV�DQG�FRQWUDFWRUV�TXLFNO\�HQRXJK�WR�PHHW�
RXU�EXVLQHVV�QHHGV���,I�ZH�IDLO�WR�TXLFNO\�DGDSW�RXU�KLULQJ�DQG�WUDLQLQJ�SODQV�WR�RXU�EXVLQHVV�OHYHOV�RU�HIIHFWLYHO\�H[HFXWH�
RQ� RXU� KLULQJ� SODQV�� RXU� HIILFLHQF\ DQG� DELOLW\� WR�PHHW� RXU� RSHUDWLQJ� JRDOV� FRXOG� VXIIHU� )XUWKHUPRUH�� HPSOR\HH�
SURGXFWLYLW\��PRUDOH��DQG�UHWHQWLRQ�FRXOG�VXIIHU�ZKLFK�PD\�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW RQ�RXU�EXVLQHVV�DQG�RSHUDWLQJ�
UHVXOWV�

$GGLWLRQDOO\��WKH�JURZWK�DQG�H[SDQVLRQ�RI�RXU�EXVLQHVV�DQG�SURGXFW�RIIHULQJVSODFH�VLJQLILFDQW�GHPDQG�RQ�RXU�HPSOR\HHV�
DQG��LQ�SDUWLFXODU��RXU�PDQDJHPHQW�WHDP���7KH�JURZWK�RI�RXU�EXVLQHVV�PD\�UHTXLUH�VLJQLILFDQW�DGGLWLRQDO�UHVRXUFHV�WR�
PHHW�WKHVH�GDLO\�UHTXLUHPHQWV��ZKLFK�PD\�QRW�VFDOH�LQ�D�FRVW�HIIHFWLYHPDQQHU�RU�PD\�QHJDWLYHO\�LPSDFW�RXU�FXVWRPHUVµ�
H[SHULHQFH�� (IIHFWLYH PDQDJHPHQW� LQIRUPDWLRQ�V\VWHPV�� LQFOXGLQJ�RXU�QHZ�(QWHUSULVH�5HVRXUFH�3ODQQLQJ� �(53��
V\VWHP�WR�EH�LPSOHPHQWHG�LQ�������DQG�VWURQJ�LQWHUQDO�FRQWUROV�DUH�DOVR�QHFHVVDU\�WR�VXSSRUW�RXU�JURZWK���,I�ZH�DUH�
XQDEOH�WR�PDQDJH�WKH�JURZWK�RI�RXU�RUJDQL]DWLRQ�DQG�EXVLQHVV�HIIHFWLYHO\��RXU�RSHUDWLQJ�UHVXOWV�PD\�EH�PDWHULDOO\�DQG�
DGYHUVHO\�DIIHFWHG�

7KH�IDLOXUH�RI�D�NH\�VXSSOLHU�WR�GHOLYHU�TXDOLW\�SURGXFW�LQ�D�WLPHO\�PDQQHU�RU�RXU�LQDELOLW\�WR�REWDLQ�FRPSRQHQWV�
IRU�RXU�SURGXFWV�FRXOG�DGYHUVHO\�DIIHFW�RXU�RSHUDWLQJ�UHVXOWV�

$�VLJQLILFDQW�SRUWLRQ�RI�RXU�SURGXFW�LV�PDQXIDFWXUHG�E\�D�WKLUG�SDUW\�FRQWUDFWRU�ORFDWHG�LQ�,QGRQHVLD���7KLV�FRQWUDFWRU�
KDV�DJUHHG�WR�SURYLGH�&RJQH[�ZLWK�WHUPLQDWLRQ�QRWLILFDWLRQ�SHULRGV�DQG�ODVW�WLPH�EX\�ULJKWV��LI�DQG�ZKHQ�WKDW�PD\�EH�
DSSOLFDEOH�� :H UHO\�XSRQ� WKLV�FRQWUDFWRU� WR�SURYLGH�TXDOLW\�SURGXFW�DQG�PHHW�GHOLYHU\�VFKHGXOHV�� :H HQJDJH� LQ�
H[WHQVLYH�SURGXFW�TXDOLW\�SURJUDPV�DQG�SURFHVVHV��LQFOXGLQJ�DFWLYHO\�PRQLWRULQJ�WKH�SHUIRUPDQFH�RI�RXU�WKLUG�SDUW\�
PDQXIDFWXUHUV��KRZHYHU��ZH�PD\�QRW�GHWHFW�DOO�SURGXFW�TXDOLW\�LVVXHV�WKURXJK�WKHVH�SURJUDPV�DQG�SURFHVVHV�

&HUWDLQ�FRPSRQHQWV�DUH�SUHVHQWO\�VRXUFHG�IURP�D�VLQJOH�YHQGRU�WKDW� LV�VHOHFWHG�EDVHG�RQ�SULFH�DQG�SHUIRUPDQFH�
FRQVLGHUDWLRQV���,Q�WKH�HYHQW�RI�D�VXSSO\�GLVUXSWLRQ�IURP�D�VLQJOH�VRXUFH�YHQGRU��WKHVH�FRPSRQHQWV�PD\�EH�SXUFKDVHG�
IURP�DOWHUQDWLYH�YHQGRUV��ZKLFK�PD\�UHVXOW�LQ�PDQXIDFWXULQJ�GHOD\V�EDVHG�RQ�WKH�OHDG�WLPH�RI�WKH�QHZ�YHQGRU���&HUWDLQ�
NH\�HOHFWURQLF�DQG�PHFKDQLFDO�FRPSRQHQWV�WKDW�DUH�SXUFKDVHG�IURP�VWUDWHJLF�VXSSOLHUV��VXFK�DV�SURFHVVRUV�RU�LPDJHUV��
DUH�IXQGDPHQWDO�WR�WKH�GHVLJQ�RI�&RJQH[�SURGXFWV���$�GLVUXSWLRQ�LQ�WKH�VXSSO\�RI�WKHVH�NH\�FRPSRQHQWV��VXFK�DV�D�
ODVW�WLPH�EX\�DQQRXQFHPHQW��QDWXUDO�GLVDVWHU� ILQDQFLDO�EDQNUXSWF\��RU�RWKHU�HYHQW��PD\� UHTXLUH�XV� WR�SXUFKDVH�D�
VLJQLILFDQW�DPRXQW�RI�LQYHQWRU\�DW�XQIDYRUDEOH�SULFHV�UHVXOWLQJ�LQ�ORZHU�JURVV�PDUJLQV�DQG�KLJKHU�ULVN�RI�FDUU\LQJ�H[FHVV�
LQYHQWRU\��

:H�DUH�VXEMHFW�WR�WKH�UHTXLUHPHQWV�RI�WKH�'RGG�)UDQN�:DOO�6WUHHW�5HIRUP�DQG�&RQVXPHU�3URWHFWLRQ$FW�WKDW�REOLJDWHV�
FRPSDQLHV�WR�LQTXLUH�LQWR�WKH�RULJLQ�RI�FRQIOLFW�PLQHUDOV�LQ�WKHLU�VXSSO\�FKDLQV���:H�DUH�ZRUNLQJ�ZLWK�RXU�VXSSO\�FKDLQ�
SDUWQHUV�WR�WDNH�UHDVRQDEOH�VWHSV�WR�DVVXUH�FRQIOLFW�PLQHUDOV�DUH�QRW�VRXUFHG�E\�&RJQH[�RU�RXU�VXSSO\�FKDLQ�SDUWQHUV��
7KHVH�VWHSV�PD\�LQFOXGH�SXUFKDVLQJ�VXSSO\�IURP�DOWHUQDWLYH�YHQGRUV��,I�ZH�DUH�XQDEOH�WR�VHFXUH�DGHTXDWH�VXSSO\�IURP�
DOWHUQDWLYH�YHQGRUV��ZH�PD\�KDYH�WR�UHGHVLJQ�RXU�SURGXFWV��ZKLFK�PD\�OHDG�WR�D�GHOD\�LQ�PDQXIDFWXULQJ�DQG�D�SRVVLEOH�
ORVV�RI�VDOHV��$OWKRXJK�ZH�DUH�WDNLQJ�FHUWDLQ�DFWLRQV�WR�PLWLJDWH�VXSSO\�ULVN��DQ�LQWHUUXSWLRQ�LQ��WHUPLQDWLRQ�RI��RU�PDWHULDO�
FKDQJH�LQ�WKH�SXUFKDVH�WHUPV�RI�DQ\�NH\�FRPSRQHQWV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�RSHUDWLQJ�UHVXOWV�

2XU�IDLOXUH�WR�HIIHFWLYHO\�PDQDJH�SURGXFW�WUDQVLWLRQV�RU�DFFXUDWHO\�IRUHFDVW�FXVWRPHU�GHPDQG�FRXOG�UHVXOW�LQ�
H[FHVV�RU�REVROHWH�LQYHQWRU\�DQG�UHVXOWLQJ�FKDUJHV�

%HFDXVH�WKH�PDUNHW�IRU�RXU�SURGXFWV�LV�FKDUDFWHUL]HG�E\�UDSLG�WHFKQRORJLFDO�DGYDQFHV��ZH�IUHTXHQWO\�LQWURGXFH�QHZ�
SURGXFWV�ZLWK�LPSURYHG�HDVH�RI�XVH��LPSURYHG�KDUGZDUH�SHUIRUPDQFH��DGGLWLRQDO�VRIWZDUH�IHDWXUHV�DQG�IXQFWLRQDOLW\��
RU�ORZHU�FRVW�WKDW�PD\�UHSODFH�H[LVWLQJ�SURGXFWV���$PRQJ�WKH�ULVNV�DVVRFLDWHG�ZLWK�WKH�LQWURGXFWLRQ�RI�QHZ�SURGXFWV�
DUH�GLIILFXOW\�SUHGLFWLQJ�FXVWRPHU�GHPDQG�DQG�HIIHFWLYHO\�PDQDJLQJ�LQYHQWRU\�OHYHOV�WR�HQVXUH�DGHTXDWH�VXSSO\�RI�WKH�
QHZ�SURGXFW�DQG�DYRLG�H[FHVV�VXSSO\�RI�WKH�OHJDF\�SURGXFW��
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:H�PD\�VWUDWHJLFDOO\�HQWHU�LQWR�QRQ�FDQFHODEOH�FRPPLWPHQWV�ZLWK�YHQGRUV�WR�SXUFKDVH�PDWHULDOV�IRU�RXU�SURGXFWV�LQ�
DGYDQFH�RI�GHPDQG�WR�WDNH�DGYDQWDJH�RI�IDYRUDEOH�SULFLQJ��DGGUHVV�FRQFHUQV�DERXW�WKH�DYDLODELOLW\�RI�IXWXUH�VXSSOLHV��
RU�EXLOG�VDIHW\�VWRFN�WR�KHOS�HQVXUH�FXVWRPHU�VKLSPHQWV�DUH�QRW�GHOD\HG�VKRXOG�ZH�H[SHULHQFH�KLJKHU�WKDQ�DQWLFLSDWHG�
GHPDQG�IRU�PDWHULDOV�ZLWK�ORQJ�OHDG�WLPHV��,Q�������LQYHQWRULHV�LQFUHDVHG�VLJQLILFDQWO\�IURP�������������DV�RI�'HFHPEHU�
���������WR�������������DV�RI�'HFHPEHU�����������:KLOH�D�SRUWLRQ�RI�WKLV�LQFUHDVH�ZDV�WR�VXSSRUW� WKH�KLJKHU�EXVLQHVV�
OHYHO��ZH�DOVR�PDGH�VWUDWHJLF�SXUFKDVHV� WR�EXLOG�VDIHW\�VWRFN� LQ�DGYDQFH�RI� WKH�&RPSDQ\
V�(QWHUSULVH�5HVRXUFH�
3ODQQLQJ� �(53��V\VWHP� LPSOHPHQWDWLRQ�SODQQHG� IRU������DQG� WR�PLWLJDWH�RXU�H[SRVXUH� WR�VLJQLILFDQW� LQFUHDVHV� LQ�
GHPDQG�VLPLODU�WR�ZKDW�ZH�H[SHULHQFHG�LQ�������7KHVH�PHDVXUHV�WR�SXUFKDVH�LQYHQWRU\�PD\�H[SRVH�XV�WR�DQ�LQFUHDVHG�
ULVN�RI�H[FHVV�RU�REVROHWH�LQYHQWRU\�DQG�UHVXOWLQJ�FKDUJHV�LI�DFWXDO�GHPDQG�LV�ORZHU�WKDQ�DQWLFLSDWHG���2XU�IDLOXUH�WR�
HIIHFWLYHO\ PDQDJH� SURGXFW� WUDQVLWLRQV� RU� DFFXUDWHO\� IRUHFDVW� FXVWRPHU� GHPDQG�� LQ� WHUPV� RI� ERWK� YROXPH� DQG�
FRQILJXUDWLRQ��KDV�OHG�WR��DQG�PD\�DJDLQ�LQ�WKH�IXWXUH�OHDG�WR��DQ�LQFUHDVHG�ULVN�RI�H[FHVV�RU�REVROHWH�LQYHQWRU\�DQG�
UHVXOWLQJ�FKDUJHV�

2XU�SURGXFWV�PD\�FRQWDLQ�GHVLJQ�RU�PDQXIDFWXULQJ�GHIHFWV��ZKLFK�FRXOG�UHVXOW�LQ�UHGXFHG�GHPDQG��VLJQLILFDQW�
GHOD\V��RU�VXEVWDQWLDO�FRVWV�

,I�IODZV�LQ�HLWKHU�WKH�GHVLJQ�RU�PDQXIDFWXUH�RI�RXU�SURGXFWV�ZHUH�WR�RFFXU��ZH�FRXOG�H[SHULHQFH�D�UDWH�RI�IDLOXUH�LQ�RXU�
SURGXFWV�WKDW�FRXOG�UHVXOW�LQ�VLJQLILFDQW�GHOD\V�LQ�VKLSPHQW�DQG�PDWHULDO�UHSDLU�RU�UHSODFHPHQW�FRVWV���2XU�UHOHDVH�WR�
PDUNHW�SURFHVV�PD\�QRW�EH�UREXVW�HQRXJK�WR�GHWHFW�VLJQLILFDQW�GHVLJQ�IODZV�RU�VRIWZDUH�EXJV���:KLOH�ZH�HQJDJH�LQ�
H[WHQVLYH�SURGXFW�TXDOLW\�SURJUDPV�DQG�SURFHVVHV�� LQFOXGLQJ�DFWLYHO\�PRQLWRULQJ�DQG�HYDOXDWLQJ� WKH�TXDOLW\�RI�RXU�
FRPSRQHQW�VXSSOLHUV�DQG�FRQWUDFW�PDQXIDFWXUHUV��WKHVH�DFWLRQV�PD\�QRW�EH�VXIILFLHQW�WR�DYRLG�D�SURGXFW�IDLOXUH�UDWH�
WKDW�UHVXOWV�LQ�

� VXEVWDQWLDO�GHOD\V�LQ�VKLSPHQW�

� VLJQLILFDQW�UHSDLU�RU�UHSODFHPHQW�FRVWV�

� SURGXFW�OLDELOLW\�FODLPV�RU�ODZVXLWV��RU

� SRWHQWLDO�GDPDJH�WR�RXU�UHSXWDWLRQ�

$Q\�RI�WKHVH�UHVXOWV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�RSHUDWLQJ�UHVXOWV�

2XU�IDLOXUH�WR�LQWURGXFH�QHZ�SURGXFWV�LQ�D�VXFFHVVIXO�DQG�WLPHO\�PDQQHU�FRXOG�UHVXOW�LQ�WKH�ORVV�RI�RXU�PDUNHW�
VKDUH�DQG�D�GHFUHDVH�LQ�RXU�UHYHQXHV�DQG�SURILWV�

7KH�PDUNHW�IRU�RXU�SURGXFWV�LV�FKDUDFWHUL]HG�E\�UDSLGO\�FKDQJLQJ�WHFKQRORJ\�� $FFRUGLQJO\��ZH�EHOLHYH�WKDW�RXU�IXWXUH�
VXFFHVV�ZLOO�GHSHQG�XSRQ�RXU�DELOLW\�WR�DFFHOHUDWH�WLPH�WR�PDUNHW�IRU�QHZ�SURGXFWV�ZLWK�LPSURYHG�IXQFWLRQDOLW\��HDVH�
RI�XVH��SHUIRUPDQFH��RU�SULFH��7KHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�ZH�ZLOO�EH�DEOH�WR�LQWURGXFH�QHZ�SURGXFWV�LQ�DFFRUGDQFH�
ZLWK�VFKHGXOHG�UHOHDVH�GDWHV�RU�WKDW�QHZ�SURGXFWV�ZLOO�DFKLHYH�PDUNHW�DFFHSWDQFH�� 2XU�DELOLW\�WR�NHHS�SDFH�ZLWK�WKH�
UDSLG�UDWH�RI�WHFKQRORJLFDO�FKDQJH�LQ�WKH�KLJK�WHFKQRORJ\�PDUNHWSODFH�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�
RSHUDWLQJ�UHVXOWV�

3URGXFW� GHYHORSPHQW� LV� RIWHQ� D� FRPSOH[�� WLPH�FRQVXPLQJ�� DQG� FRVWO\� SURFHVV� LQYROYLQJ� VLJQLILFDQW� LQYHVWPHQW� LQ�
UHVHDUFK�DQG�GHYHORSPHQW�ZLWK�QR�DVVXUDQFH�RI�UHWXUQ�RQ�LQYHVWPHQW��2XU�VWURQJ�EDODQFH�VKHHW�DOORZV�XV�WR�FRQWLQXH�
WR�PDNH�VLJQLILFDQW�LQYHVWPHQWV�LQ�UHVHDUFK��GHYHORSPHQW��DQG�PDUNHWLQJ�IRU�QHZ�SURGXFWV�DQG�WHFKQRORJLHV��5HVHDUFK�
LV�E\�LWV�QDWXUH�VSHFXODWLYH�DQG�WKH�XOWLPDWH�FRPPHUFLDO�VXFFHVV�RI�D�SURGXFW�GHSHQGV�XSRQ�YDULRXV�IDFWRUV��PDQ\�RI�
ZKLFK�DUH�QRW�XQGHU�RXU�FRQWURO�� :H�PD\�QRW�DFKLHYH�VLJQLILFDQW�UHYHQXH�IURP�QHZ�SURGXFW�LQYHVWPHQWV�IRU�D�QXPEHU�
RI�\HDUV��LI�DW�DOO�� 0RUHRYHU��QHZ�SURGXFWV�PD\�QRW�JHQHUDWH�WKH�JURVV�PDUJLQV�WKDW�ZH�KDYH�H[SHULHQFHG�KLVWRULFDOO\�

2XU�IDLOXUH�WR�SURSHUO\�PDQDJH�WKH�GLVWULEXWLRQ�RI�RXU�SURGXFWV�DQG�VHUYLFHV�FRXOG�UHVXOW�LQ�WKH�ORVV�RI�UHYHQXHV�
DQG�SURILWV�

:H�XWLOL]H�D�GLUHFW�VDOHV�IRUFH��DV�ZHOO�DV�D�QHWZRUN�RI�LQWHJUDWLRQ�DQG�GLVWULEXWLRQ�SDUWQHUV��WR�VHOO�RXU�SURGXFWV�DQG�
VHUYLFHV�� 6XFFHVVIXOO\�PDQDJLQJ�WKH�LQWHUDFWLRQ�RI�RXU�GLUHFW�DQG�LQGLUHFW�VDOHV�FKDQQHOV�WR�UHDFK�YDULRXV�SRWHQWLDO�
FXVWRPHUV�IRU�RXU�SURGXFWV�DQG�VHUYLFHV�LV�D�FRPSOH[�SURFHVV�� ,Q�DGGLWLRQ��RXU�UHOLDQFH�XSRQ�LQGLUHFW�VHOOLQJ�PHWKRGV�
PD\�UHGXFH�YLVLELOLW\�WR�GHPDQG�DQG�SULFLQJ�LVVXHV�� (DFK�VDOHV�FKDQQHO�KDV�GLVWLQFW�ULVNV�DQG�FRVWV��DQG�WKHUHIRUH��
RXU� IDLOXUH� WR� LPSOHPHQW� WKH�PRVW�DGYDQWDJHRXV�EDODQFH� LQ� WKH�VDOHV�PRGHO� IRU�RXU�SURGXFWV�DQG�VHUYLFHV�FRXOG�
DGYHUVHO\�DIIHFW�RXU�UHYHQXH�DQG�SURILWDELOLW\�



��

,I�ZH�IDLO�WR�VXFFHVVIXOO\�SURWHFW�RXU�LQWHOOHFWXDO�SURSHUW\��RXU�FRPSHWLWLYH�SRVLWLRQ�DQG�RSHUDWLQJ�UHVXOWV�FRXOG�
VXIIHU�

:H�UHO\�RQ�RXU�SURSULHWDU\�VRIWZDUH�WHFKQRORJ\�DQG�KDUGZDUH�GHVLJQV��DV�ZHOO�DV�WKH�WHFKQLFDO�H[SHUWLVH��FUHDWLYLW\��
DQG�NQRZOHGJH�RI�RXU�SHUVRQQHO�WR�PDLQWDLQ�RXU�SRVLWLRQ�DV�D�OHDGLQJ�SURYLGHU�RI�PDFKLQH�YLVLRQ�SURGXFWV���6RIWZDUH�
SLUDF\�DQG�UHYHUVH�HQJLQHHULQJ��VSHFLILFDOO\�IURP�FRPSDQLHV�LQ�5XVVLD�DQG�$VLD��PD\�UHVXOW�LQ�FRXQWHUIHLW�SURGXFWV�
WKDW�DUH�PLVUHSUHVHQWHG� LQ� WKH�PDUNHW�DV�&RJQH[�SURGXFWV�� �$OWKRXJK ZH�XVH�D�YDULHW\�RI�PHWKRGV�WR�SURWHFW�RXU�
LQWHOOHFWXDO�SURSHUW\��ZH�UHO\�PRVW�KHDYLO\�RQ�SDWHQW��WUDGHPDUN��FRS\ULJKW��DQG�WUDGH�VHFUHW�SURWHFWLRQ��DV�ZHOO�DV�QRQ�
GLVFORVXUH� DJUHHPHQWV� ZLWK� FXVWRPHUV�� VXSSOLHUV�� HPSOR\HHV�� DQG� FRQVXOWDQWV�� :H DOVR� DWWHPSW� WR� SURWHFW� RXU�
LQWHOOHFWXDO�SURSHUW\�E\�UHVWULFWLQJ�DFFHVV�WR�RXU�SURSULHWDU\� LQIRUPDWLRQ�E\�D�FRPELQDWLRQ�RI� WHFKQLFDO�DQG� LQWHUQDO�
VHFXULW\�PHDVXUHV���7KHVH�PHDVXUHV��KRZHYHU��PD\�QRW�EH�DGHTXDWH�WR�

� SURWHFW�RXU�SURSULHWDU\�WHFKQRORJ\�

� SURWHFW�RXU�SDWHQWV�IURP�FKDOOHQJH��LQYDOLGDWLRQ��RU�FLUFXPYHQWLRQ��RU

� HQVXUH�WKDW�RXU�LQWHOOHFWXDO�SURSHUW\�ZLOO�SURYLGH�XV�ZLWK�FRPSHWLWLYH�DGYDQWDJHV�

2XU�SHQGLQJ�DQG�IXWXUH�SDWHQW�DSSOLFDWLRQV�PD\�QRW�LVVXH�DV�SDWHQWV�RU��LI�LVVXHG��PD\�QRW�LVVXH�LQ�D�IRUP�WKDW�ZLOO�
SURYLGH�XV�ZLWK�DQ\�PHDQLQJIXO�SURWHFWLRQ�RU�DQ\�FRPSHWLWLYH�DGYDQWDJH�� (YHQ�LI�LVVXHG��H[LVWLQJ�RU�IXWXUH�SDWHQWV�
PD\�EH�FKDOOHQJHG��QDUURZHG�� LQYDOLGDWHG��RU�FLUFXPYHQWHG��ZKLFK�FRXOG� OLPLW�RXU�DELOLW\� WR�VWRS�FRPSHWLWRUV� IURP�
GHYHORSLQJ�DQG�PDUNHWLQJ�VLPLODU�SURGXFWV�RU�OLPLW�WKH�OHQJWK�RI�WHUPV�RI�SDWHQW�SURWHFWLRQ�ZH�PD\�KDYH�IRU�RXU�SURGXFWV��
)XUWKHUPRUH��RWKHU�FRPSDQLHV�PD\�GHVLJQ�DURXQG�WHFKQRORJLHV�ZH�KDYH�SDWHQWHG��OLFHQVHG��RU�GHYHORSHG��0RUHRYHU��
FKDQJHV�LQ�SDWHQW�ODZV�RU�WKHLU�LQWHUSUHWDWLRQ�LQ�WKH�8QLWHG�6WDWHV�DQG�RWKHU�FRXQWULHV�FRXOG�DOVR�GLPLQLVK�WKH�YDOXH�RI�
RXU�LQWHOOHFWXDO�SURSHUW\�RU�QDUURZ�WKH�VFRSH�RI�RXU�SDWHQW�SURWHFWLRQ�� ,Q�DGGLWLRQ��WKH�OHJDO�V\VWHPV�RI�FHUWDLQ�FRXQWULHV�
GR�QRW�IDYRU�WKH�DJJUHVVLYH�HQIRUFHPHQW�RI�SDWHQWV��DQG�WKH�ODZV�RI�IRUHLJQ�FRXQWULHV�PD\�QRW�SURWHFW�RXU�ULJKWV�WR�WKH�
VDPH�H[WHQW�DV�WKH�ODZV�RI�WKH�8QLWHG�6WDWHV�� $V�D�UHVXOW��RXU�SDWHQW�SRUWIROLR�PD\�QRW�SURYLGH�XV�ZLWK�VXIILFLHQW�ULJKWV�
WR�H[FOXGH�RWKHUV�IURP�FRPPHUFLDOL]LQJ�SURGXFWV�VLPLODU�WR�RXUV�

$Q\�RI�WKHVH�DGYHUVH�FLUFXPVWDQFHV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�RSHUDWLQJ�UHVXOWV�

2XU�&RPSDQ\�PD\�EH�VXEMHFW�WR�WLPH�FRQVXPLQJ�DQG�FRVWO\�OLWLJDWLRQ�

)URP�WLPH�WR�WLPH��ZH�PD\�EH�VXEMHFW�WR�YDULRXV�FODLPV�DQG�ODZVXLWV�E\�FRPSHWLWRUV��FXVWRPHUV��RU�RWKHU�SDUWLHV�DULVLQJ�
LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��LQFOXGLQJ�ODZVXLWV�FKDUJLQJ�SDWHQW�LQIULQJHPHQW��RU�FODLPV�DQG�ODZVXLWV�LQVWLWXWHG�
E\�XV�WR�SURWHFW�RXU�LQWHOOHFWXDO�SURSHUW\�RU�IRU�RWKHU�UHDVRQV�� :H�PD\�EH�D�SDUW\�WR�DFWLRQV�WKDW�DUH�GHVFULEHG�LQ�WKH�
VHFWLRQ�FDSWLRQHG�²/HJDO�3URFHHGLQJV�³�DSSHDULQJ�LQ�3DUW�,���,WHP���RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.��7KHVH�PDWWHUV�
FDQ�EH�WLPH�FRQVXPLQJ��GLYHUW�PDQDJHPHQWµV�DWWHQWLRQ�DQG�UHVRXUFHV��DQG�FDXVH�XV�WR�LQFXU�VLJQLILFDQW�H[SHQVHV��
)XUWKHUPRUH��WKH�UHVXOWV�RI�DQ\�RI�WKHVH�DFWLRQV�PD\�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�RSHUDWLQJ�UHVXOWV�

,QFUHDVHG�FRPSHWLWLRQ�PD\�UHVXOW�LQ�GHFUHDVHG�GHPDQG�RU�SULFHV�IRU�RXU�SURGXFWV�DQG�VHUYLFHV�

7KH�PDFKLQH�YLVLRQ�PDUNHW�LV�KLJKO\�IUDJPHQWHG�DQG�FRPSHWLWLYH�� 2XU�FRPSHWLWRUV�LQFOXGH�RWKHU�YHQGRUV�RI�PDFKLQH�
YLVLRQ�V\VWHPV��FRQWUROOHUV��DQG�FRPSRQHQWV��PDQXIDFWXUHUV�RI�LPDJH�SURFHVVLQJ�V\VWHPV��VHQVRUV��DQG�FRPSRQHQWV��
DQG�V\VWHP�LQWHJUDWRUV�� $Q\�RI�WKHVH�FRPSHWLWRUV�PD\�KDYH�JUHDWHU�ILQDQFLDO�DQG�RWKHU�UHVRXUFHV�WKDQ�ZH�GR�� :H�
PD\�QRW�EH�DEOH�WR�FRPSHWH�VXFFHVVIXOO\�LQ�WKH�IXWXUH�DQG�RXU�LQYHVWPHQWV�LQ�UHVHDUFK�DQG�GHYHORSPHQW��VDOHV�DQG�
PDUNHWLQJ��DQG�VXSSRUW�DFWLYLWLHV�PD\�EH�LQVXIILFLHQW�WR�HQDEOH�XV�WR�PDLQWDLQ�RXU�FRPSHWLWLYH�DGYDQWDJH�� ,Q�DGGLWLRQ��
FRPSHWLWLYH�SUHVVXUHV�FRXOG�OHDG�WR�SULFH�HURVLRQ�WKDW�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�JURVV�PDUJLQV�DQG�
RSHUDWLQJ�UHVXOWV�� :H�UHIHU�\RX�WR�WKH�VHFWLRQ�FDSWLRQHG�²&RPSHWLWLRQ�³�DSSHDULQJ�LQ�3DUW�,���,WHP���RI�WKLV�$QQXDO�
5HSRUW�RQ�)RUP����.�IRU�IXUWKHU�LQIRUPDWLRQ�UHJDUGLQJ�WKH�FRPSHWLWLRQ�WKDW�ZH�IDFH�

,PSOHPHQWDWLRQ�RI�RXU�DFTXLVLWLRQ�VWUDWHJ\�PD\�QRW�EH�VXFFHVVIXO��ZKLFK�FRXOG�DIIHFW�RXU�DELOLW\�WR�LQFUHDVH�
RXU�UHYHQXH�RU�SURILWDELOLW\�DQG�UHVXOW�LQ�WKH�LPSDLUPHQW�RI�DFTXLUHG�LQWDQJLEOH�DVVHWV�

:H�KDYH�LQ�WKH�SDVW�DFTXLUHG��DQG�ZLOO�LQ�WKH�IXWXUH�FRQVLGHU�WKH�DFTXLVLWLRQ�RI��EXVLQHVVHV�DQG�WHFKQRORJLHV�LQ�WKH�
PDFKLQH�YLVLRQ�LQGXVWU\��2XU�EXVLQHVV�PD\�EH�QHJDWLYHO\�LPSDFWHG�E\�ULVNV�UHODWHG�WR�WKRVH�DFTXLVLWLRQV�� 7KHVH�ULVNV�
LQFOXGH��DPRQJ�RWKHUV�

� WKH�LQDELOLW\�WR�ILQG�RU�FORVH�DWWUDFWLYH�DFTXLVLWLRQ�RSSRUWXQLWLHV�

� WKH�GLYHUVLRQ�RI�PDQDJHPHQWµV�DWWHQWLRQ�IURP�RWKHU�RSHUDWLRQDO�PDWWHUV�

� WKH�LQDELOLW\�WR�UHDOL]H�H[SHFWHG�V\QHUJLHV�UHVXOWLQJ�IURP�WKH�DFTXLVLWLRQ�

� GLIILFXOWLHV�RU�GHOD\V�LQ�LQWHJUDWLQJ�WKH�SHUVRQQHO��RSHUDWLRQV��WHFKQRORJLHV��SURGXFWV�DQG�V\VWHPV
RI�DFTXLUHG�EXVLQHVVHV�



��

� WKH�IDLOXUH�WR�UHWDLQ�NH\�FXVWRPHUV�RU�HPSOR\HHV��DQG

� WKH�LPSDLUPHQW�RI�DFTXLUHG�LQWDQJLEOH�DVVHWV�UHVXOWLQJ�IURP�ORZHU�WKDQ�H[SHFWHG�FDVK�IORZV�IURP
WKH�DFTXLUHG�DVVHWV�

$FTXLVLWLRQV�DUH�LQKHUHQWO\�ULVN\�DQG�WKH�LQDELOLW\�WR�HIIHFWLYHO\�PDQDJH�WKHVH�ULVNV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�
RQ�RXU�RSHUDWLQJ�UHVXOWV�

:H�DUH�DW�ULVN�IRU�LPSDLUPHQW�FKDUJHV�ZLWK�UHVSHFW�WR�RXU�LQYHVWPHQWV�RU�IRU�DFTXLUHG�LQWDQJLEOH�DVVHWV�RU�
JRRGZLOO��ZKLFK�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV�

$V�RI�'HFHPEHU�����������RXU�LQYHVWPHQW�SRUWIROLR�RI�GHEW�VHFXULWLHV�WRWDOHG������PLOOLRQ�� 7KHVH�GHEW�VHFXULWLHV�DUH�
UHSRUWHG� DW� IDLU� YDOXH�� ZLWK� XQUHDOL]HG� JDLQV� DQG� ORVVHV�� QHW� RI� WD[�� UHFRUGHG� LQ� VKDUHKROGHUVµ HTXLW\� DV� RWKHU�
FRPSUHKHQVLYH�LQFRPH��ORVV��VLQFH�WKHVH�VHFXULWLHV�DUH�GHVLJQDWHG�DV�DYDLODEOH�IRU�VDOH�VHFXULWLHV��$V�RI�'HFHPEHU�����
������RXU�SRUWIROLR�RI�GHEW�VHFXULWLHV�KDG�D�QHW�XQUHDOL]HG� ORVV�RI���������� ,QFOXGHG� LQ� WKLV�QHW� ORVV��ZHUH�JURVV�
XQUHDOL]HG� ORVVHV�WRWDOLQJ�������������RI�ZKLFK����������ZHUH� LQ�D� ORVV�SRVLWLRQ�IRU� OHVV�WKDQ�WZHOYH�PRQWKV�DQG�
���������ZHUH�LQ�D�ORVV�SRVLWLRQ�IRU�JUHDWHU�WKDQ�WZHOYH�PRQWKV�� $V�RI�'HFHPEHU�����������WKHVH�XQUHDOL]HG�ORVVHV�
ZHUH�GHWHUPLQHG�WR�EH�WHPSRUDU\�� +RZHYHU��LI�FRQGLWLRQV�FKDQJH�DQG�IXWXUH�XQUHDOL]HG�ORVVHV�ZHUH�GHWHUPLQHG�WR�EH�
RWKHU�WKDQ�WHPSRUDU\��ZH�ZRXOG�EH�UHTXLUHG�WR�UHFRUG�DQ�LPSDLUPHQW�FKDUJH�

0DQDJHPHQW�PRQLWRUV�WKH�FDUU\LQJ�YDOXH�RI�LWV�GHEW�VHFXULWLHV�FRPSDUHG�WR�WKHLU�IDLU�YDOXH�WR�GHWHUPLQH�ZKHWKHU�DQ�
RWKHU�WKDQ�WHPSRUDU\�LPSDLUPHQW�KDV�RFFXUUHG�� ,Q�FRQVLGHULQJ�ZKHWKHU�D�GHFOLQH�LQ�IDLU�YDOXH�LV�RWKHU�WKDQ�WHPSRUDU\��
ZH�FRQVLGHU�PDQ\�IDFWRUV��ERWK�TXDOLWDWLYH�DQG�TXDQWLWDWLYH�� 0DQDJHPHQW�FRQVLGHUV�WKH�W\SH�RI�VHFXULW\��WKH�FUHGLW�
UDWLQJ�RI�WKH�VHFXULW\��WKH�OHQJWK�RI�WLPH�WKH�VHFXULW\�KDV�EHHQ�LQ�D�ORVV�SRVLWLRQ��WKH�VL]H�RI�WKH�ORVV�SRVLWLRQ��RXU�DELOLW\�
DQG�LQWHQW�WR�KROG�WKH�VHFXULW\�WR�H[SHFWHG�UHFRYHU\�RI�YDOXH��DQG�RWKHU�PHDQLQJIXO�LQIRUPDWLRQ�� ,I�D�GHFOLQH�LQ�IDLU�
YDOXH�LV�GHWHUPLQHG�WR�EH�RWKHU�WKDQ�WHPSRUDU\��DQ�LPSDLUPHQW�FKDUJH�ZRXOG�EH�UHFRUGHG�LQ�FXUUHQW�RSHUDWLRQV�WR�
UHGXFH�WKH�FDUU\LQJ�YDOXH�RI�WKH�LQYHVWPHQW�WR�LWV�IDLU�YDOXH�� 6KRXOG�WKH�IDLU�YDOXH�RI�LQYHVWPHQWV�GHFOLQH�LQ�IXWXUH�
SHULRGV�EHORZ�WKHLU�FDUU\LQJ�YDOXH��PDQDJHPHQW�ZLOO�QHHG�WR�GHWHUPLQH�ZKHWKHU�WKLV�GHFOLQH�LV�RWKHU�WKDQ�WHPSRUDU\�
DQG�IXWXUH�LPSDLUPHQW�FKDUJHV�PD\�EH�UHTXLUHG�

$V�RI�'HFHPEHU�����������ZH�KDG������PLOOLRQ�LQ�DFTXLUHG�JRRGZLOO��7KH�IDLU�YDOXH�RI�JRRGZLOO�LV�VXVFHSWLEOH�WR�FKDQJHV�
LQ� WKH� IDLU� YDOXH� RI� WKH� UHSRUWLQJ� VHJPHQW� LQ� ZKLFK� WKH� JRRGZLOO� UHVLGHV�� DQG� WKHUHIRUH�� D� GHFOLQH� LQ� RXU�PDUNHW�
FDSLWDOL]DWLRQ�RU�FDVK�IORZV�UHODWLYH�WR�RXU�QHW�ERRN�YDOXH�PD\�UHVXOW�LQ�IXWXUH�LPSDLUPHQW�FKDUJHV�

$V�RI�'HFHPEHU�����������ZH�KDG�����PLOOLRQ�LQ�DFTXLUHG�LQWDQJLEOH�DVVHWV��FRQVLVWLQJ�SULPDULO\�RI�DFTXLUHG�FRPSOHWHG�
WHFKQRORJLHV�DQG�FXVWRPHU�UHODWLRQVKLSV�� 7KHVH�DVVHWV�DUH�VXVFHSWLEOH�WR�FKDQJHV�LQ�IDLU�YDOXH�GXH�WR�D�GHFUHDVH�LQ�
WKH�KLVWRULFDO�RU�SURMHFWHG�FDVK�IORZV�IURP�WKH�XVH�RI�WKH�DVVHW��ZKLFK�PD\�EH�QHJDWLYHO\�LPSDFWHG�E\�HFRQRPLF�WUHQGV��
$ GHFOLQH�LQ�WKH�FDVK�IORZV�JHQHUDWHG�E\�WKHVH�DVVHWV�PD\�UHVXOW�LQ�IXWXUH�LPSDLUPHQW�FKDUJHV�

,I�ZH�GHWHUPLQH�WKDW�DQ\�RI�WKHVH�LQYHVWPHQWV��JRRGZLOO��RU�LQWDQJLEOH�DVVHWV�LV�LPSDLUHG��ZH�ZRXOG�EH�UHTXLUHG�WR�WDNH�
D�UHODWHG�FKDUJH�WR�HDUQLQJV�WKDW�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV�

:H�PD\� KDYH� DGGLWLRQDO� WD[� OLDELOLWLHV�� ZKLFK� FRXOG� DGYHUVHO\� DIIHFW� RXU� RSHUDWLQJ� UHVXOWV� DQG� ILQDQFLDO�
FRQGLWLRQ�

:H�DUH�VXEMHFW�WR�LQFRPH�WD[HV�LQ�WKH�8QLWHG�6WDWHV��DV�ZHOO�DV�QXPHURXV�IRUHLJQ�MXULVGLFWLRQV�� 6LJQLILFDQW�MXGJPHQW�
LV�UHTXLUHG�LQ�GHWHUPLQLQJ�RXU�ZRUOGZLGH�SURYLVLRQ�IRU�LQFRPH�WD[HV�� ,Q�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��WKHUH�DUH�
PDQ\�WUDQVDFWLRQV�DQG�FDOFXODWLRQV�ZKHUH�WKH�XOWLPDWH�WD[�GHWHUPLQDWLRQ�LV�XQFHUWDLQ�� :H�DUH�UHJXODUO\�XQGHU�DXGLW�
E\�WD[�DXWKRULWLHV�� $OWKRXJK�ZH�EHOLHYH�RXU�WD[�SRVLWLRQV�DUH�UHDVRQDEOH��WKH�ILQDO�GHWHUPLQDWLRQ�RI�WD[�DXGLWV�DQG�DQ\�
UHODWHG�OLWLJDWLRQ�FRXOG�EH�PDWHULDOO\�GLIIHUHQW�WKDQ�WKDW�ZKLFK�LV�UHIOHFWHG�LQ�RXU�ILQDQFLDO�VWDWHPHQWV�DQG�FRXOG�KDYH�D�
PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�LQFRPH�WD[�SURYLVLRQ��QHW�LQFRPH��RU�FDVK�IORZV�LQ�WKH�SHULRG�LQ�ZKLFK�WKH�GHWHUPLQDWLRQ�
LV�PDGH�

2Q�'HFHPEHU�����������WKH�7D[�&XWV�DQG�-REV�$FW��WKH��7D[�$FW���ZDV�VLJQHG�LQWR�ODZ�DQG��DV�D�UHVXOW��WKH�8�6��IHGHUDO�
VWDWXWRU\�FRUSRUDWH�WD[�UDWH�ZDV�ORZHUHG�IURP�����WR������ 7KH�&RPSDQ\�KDV�UHPHDVXUHG�LWV�GHIHUUHG�WD[�SRVLWLRQV�
DV�RI�'HFHPEHU����������DW�WKH�QHZ�HQDFWHG�WD[�UDWH��DQG�DFFRUGLQJO\��KDV�UHFRJQL]HG�WD[�H[SHQVH�RI�������������
IURP�WKH�ZULWH�GRZQ�RI�GHIHUUHG�WD[�DVVHWV�LQ������� 7KH�7D[�$FW�DOVR�VXEMHFWV�XQUHSDWULDWHG�IRUHLJQ�HDUQLQJV�WR�D�RQH�
WLPH�WUDQVLWLRQ�WD[��IRU�ZKLFK�WKH�&RPSDQ\�KDV�UHFRUGHG�HVWLPDWHG�WD[�H[SHQVH�RI��������������LQ�������7KH�6HFXULWLHV�
DQG�([FKDQJH�&RPPLVVLRQ��6(&��UHOHDVHG�6WDII�$FFRXQWLQJ�%XOOHWLQ��6$%��1R������WR�SURYLGH�JXLGDQFH�WR�FRPSDQLHV�
RQ�KRZ�WR�LPSOHPHQW�WKH�DFFRXQWLQJ�DQG�GLVFORVXUH�FKDQJHV�UHTXLUHG�DV�D�UHVXOW�RI�WKH�7D[�$FW��7KH�6(&�VWDII�JXLGDQFH�
KDV�UHFRJQL]HG�WKDW��GXH�WR�WKH�FRPSOH[LW\�RI�WKH�7D[�$FW��WKH�DFFRXQWLQJ�IRU�WKLV�FKDQJH�LQ�WKH�ODZ�PD\�EH�LQFRPSOHWH�
IRU�LQFRPH�WD[�HIIHFWV�RI�WKH�7D[�$FW�XSRQ�LVVXDQFH�RI�D�FRPSDQ\
V�ILQDQFLDO�VWDWHPHQWV�IRU�WKH�UHSRUWLQJ�SHULRG�LQ�
ZKLFK�WKH�7D[�$FW�ZDV�HQDFWHG�� 6$%�1R������VWDWHV�WKDW�LI�D�FRPSDQ\�FDQ�GHWHUPLQH�D�UHDVRQDEOH�HVWLPDWH�IRU�WKH�
HIIHFWV�RI�WKH�7D[�$FW�WKHQ�WKLV�HVWLPDWH�FDQ�EH�LQFOXGHG�LQ�WKH�ILQDQFLDO�VWDWHPHQWV�� 7KH�&RPSDQ\�KDV�PDGH�ZKDW�LW�
FRQVLGHUV�WR�EH�D�UHDVRQDEOH�HVWLPDWH�RI�WKH�LPSDFW�RI�WKH�QHZ�WD[HV�UHODWLQJ�WR�IRUHLJQ�HDUQLQJV�DQG�WKH�ZULWH�GRZQ�



��

RI�LWV�GHIHUUHG�WD[�DVVHWV�LQ�LWV�ILQDQFLDO�VWDWHPHQWV���7KLV�VLJQLILFDQW�HVWLPDWH�LV�KLJKO\�MXGJPHQWDO�DQG�FKDQJHV�WR�WKLV�
HVWLPDWH� FRXOG� UHVXOW� LQ� PDWHULDO� FKDUJHV� RU� FUHGLWV� LQ� IXWXUH� UHSRUWLQJ� SHULRGV�� 8�6�� 7UHDVXU\ UHJXODWLRQV� DQG�
DGPLQLVWUDWLYH�JXLGDQFH�KDYH�QRW�EHHQ�ILQDOL]HG�DV�RI�WKH�GDWH�RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.���7KH�LVVXDQFH�RI�
ILQDO�UHJXODWLRQV�PD\�UHTXLUH�WKH�&RPSDQ\�WR�UHYLVH�LWV�HVWLPDWHV�RI�HDUQLQJV�DQG�SURILWV�DV�ZHOO�DV�FHUWDLQ�GHIHUUHG�
WD[HV�DV�UHTXLUHG��

7KH�&RPSDQ\�ZLOO�FRQWLQXH�WR�JDWKHU�DQG�DQDO\]H�LQIRUPDWLRQ�RQ�KLVWRULFDO�XQUHSDWULDWHG�IRUHLJQ�HDUQLQJV�DQG�WR�PRQLWRU�
VWDWH�ODZV�UHODWLQJ�WR�WKLV�LQFRPH�WR�ILQDOL]H�ERWK�WKH�IHGHUDO�DQG�VWDWH�WD[�LPSDFW�� 7KH�7D[�$FW�OLPLWV�FHUWDLQ�GHGXFWLRQV�
DQG�WKHVH�OLPLWDWLRQV�PD\�LPSDFW�WKH�YDOXH�RI�H[LVWLQJ�GHIHUUHG�WD[�DVVHWV���7KH�&RPSDQ\�ZLOO�FRQWLQXH�WR�UHYLHZ�WKH�
LPSDFW�RI�WKHVH�OLPLWDWLRQV�DV�UHJXODWRU\�JXLGDQFH�LV�LVVXHG���

,7(0��%���815(62/9('�67$))�&200(176

1RQH

,7(0�����3523(57,(6

,Q�������&RJQH[�SXUFKDVHG�DQG�UHQRYDWHG�D���������VTXDUH�IRRW�EXLOGLQJ�ORFDWHG�LQ�1DWLFN��0DVVDFKXVHWWV�WKDW�VHUYHV�
DV�RXU�FRUSRUDWH�KHDGTXDUWHUV�DQG�LV�RFFXSLHG�E\�HPSOR\HHV�SULPDULO\�LQ�UHVHDUFK��GHYHORSPHQW��DQG�HQJLQHHULQJ��
PDQXIDFWXULQJ�DQG�TXDOLW\�DVVXUDQFH��DQG� LQIRUPDWLRQ� WHFKQRORJ\�� ILQDQFH�DQG�DGPLQLVWUDWLRQ� IXQFWLRQV�� ,Q�������
&RJQH[�FRPSOHWHG�FRQVWUXFWLRQ�RI�D��������VTXDUH�IRRW�DGGLWLRQ�WR�WKLV�EXLOGLQJ��

,Q�������&RJQH[�SXUFKDVHG�DQ��������VTXDUH�IRRW�RIILFHEXLOGLQJ�DGMDFHQW�WR�RXU�FRUSRUDWH�KHDGTXDUWHUV�WKDW�LV�SDUWLDOO\�
RFFXSLHG�E\�HPSOR\HHV�SULPDULO\�LQ�VDOHV��PDUNHWLQJ��VHUYLFH��DQG�LQIRUPDWLRQ�WHFKQRORJ\�IXQFWLRQV���7KH�UHPDLQGHU�
RI�WKLV�EXLOGLQJ�LV�RFFXSLHG�E\�D�WHQDQW�ZKR�KDV�D�OHDVH�DJUHHPHQW�WKDW�H[SLUHV�LQ�������

,Q�������&RJQH[�SXUFKDVHG�D�WKUHH�DQG�RQH�KDOI�DFUH�SDUFHO�RI�ODQG�DGMDFHQW�WR�RXU�FRUSRUDWH�KHDGTXDUWHUV�� 7KLV�
ODQG�LV�EHLQJ�KHOG�IRU�IXWXUH�H[SDQVLRQ�

,Q�������&RJQH[�SXUFKDVHG�D��������VTXDUH�IRRW�EXLOGLQJ�DGMDFHQW�WR�RXU�FRUSRUDWH�KHDGTXDUWHUV���$�SRUWLRQ�RI�WKLV�
IDFLOLW\�VHUYHV�DV�WKH�GLVWULEXWLRQ�FHQWHU�IRU�FXVWRPHUV�LQ�WKH�$PHULFDV���7KH�UHPDLQGHU�RI�WKLV�EXLOGLQJ�LV�RFFXSLHG�E\�
D�WHQDQW�ZKR�KDV�D�OHDVH�DJUHHPHQW�WKDW�H[SLUHV�LQ������

,Q�������&RJQH[�SXUFKDVHG�WKH��������VTXDUH�IRRW�EXLOGLQJ�LQ�&RUN��,UHODQG�ZKHUH�ZH�KDG�SUHYLRXVO\�OHDVHG�VSDFH�
IRU�VHYHUDO�\HDUV���7KLV�IDFLOLW\�VHUYHV�DV�WKH�GLVWULEXWLRQ�FHQWHU�IRU�FXVWRPHUV�RXWVLGH�RI�WKH�$PHULFDV��

&RJQH[�FRQGXFWV�FHUWDLQ�RI�LWV�RSHUDWLRQV�LQ�OHDVHG�IDFLOLWLHV��7KHVH�OHDVH�DJUHHPHQWV�H[SLUH�DW�YDULRXV�GDWHV�WKURXJK�
�������&HUWDLQ�RI�WKHVH�OHDVHV�FRQWDLQ�UHQHZDO�RSWLRQV��UHWLUHPHQW�REOLJDWLRQV��HVFDODWLRQ�FODXVHV��UHQW�KROLGD\V��DQG�
OHDVHKROG�LPSURYHPHQW�LQFHQWLYHV�

,7(0�����/(*$/�352&((',1*6

9DULRXV�FODLPV�DQG�OHJDO�SURFHHGLQJV�JHQHUDOO\�LQFLGHQWDO�WR�WKH�QRUPDO�FRXUVH�RI�EXVLQHVV�DUH�SHQGLQJ�RU�WKUHDWHQHG�
RQ�EHKDOI�RI�RU�DJDLQVW�WKH�&RPSDQ\���:KLOH ZH�FDQQRW�SUHGLFW�WKH�RXWFRPH�RI�WKHVH�PDWWHUV��ZH�EHOLHYH�WKDW�DQ\�
OLDELOLW\�DULVLQJ�IURP�WKHP�ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFWRQ�RXU�ILQDQFLDO�SRVLWLRQ��OLTXLGLW\��RU�UHVXOWV�RI�RSHUDWLRQV�

,7(0�����0,1(�6$)(7<�',6&/2685(6

1RW�DSSOLFDEOH�

,7(0��$���(;(&87,9(�2)),&(56�2)�7+(�5(*,675$17

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�WKH�QDPHV��DJHV��DQG�WLWOHV�RI�&RJQH[µV�H[HFXWLYH�RIILFHUV�DV�RI�'HFHPEHU����������

1DPH $JH 7LWOH

5REHUW�-��6KLOOPDQ �� &KDLUPDQ�RI�WKH�%RDUG�RI�'LUHFWRUV�DQG�&KLHI�&XOWXUH�2IILFHU

5REHUW�-��:LOOHWW �� 3UHVLGHQW�DQG�&KLHI�([HFXWLYH�2IILFHU

-RKQ�-��&XUUDQ �� 6HQLRU�9LFH�3UHVLGHQW�RI�)LQDQFH��&KLHI�)LQDQFLDO�2IILFHU��DQG�7UHDVXUHU

6KHLOD�0��'L3DOPD �� 6HQLRU�9LFH�3UHVLGHQW�RI�&RUSRUDWH�(PSOR\HH�6HUYLFHV

([HFXWLYH�RIILFHUV�DUH�HOHFWHG�DQQXDOO\�E\�WKH�%RDUG�RI�'LUHFWRUV��7KHUH�DUH�QR�IDPLO\�UHODWLRQVKLSV�DPRQJ�WKH�GLUHFWRUV�
DQG�H[HFXWLYH�RIILFHUV�RI�WKH�&RPSDQ\�

'U��6KLOOPDQ�DQG�0U��:LOOHWW�KDYH�EHHQ�HPSOR\HG�E\�&RJQH[�LQ�WKHLU�FXUUHQW�SRVLWLRQV�IRU�QR�OHVV�WKDQ�WKH�SDVW�ILYH�
\HDUV�



��

0U��&XUUDQ�MRLQHG�&RJQH[�LQ������DIWHU����\HDUV�DW�(0&�&RUSRUDWLRQ��D�FRPSDQ\�WKDW�PDQDJHV�EXVLQHVV�LQYROYHG�LQ�
WKH�WUDQVIRUPDWLRQ�RI�LQIRUPDWLRQ�WHFKQRORJ\��ZKHUH�KH�PRVW�UHFHQWO\�VHUYHG�DV�6HQLRU�9LFH�3UHVLGHQW�DQG�&RUSRUDWH�
&RQWUROOHU���:KLOH�DW�(0&��0U��&XUUDQ�DOVR�KHOG�OHDGHUVKLS�SRVLWLRQV�LQ�FRUSRUDWH�DQG�LQWHUQDWLRQDO�ILQDQFH��DQG�VHUYHG�
DV�,QWHULP�&)2�RI�3LYRWDO��,QF���D�����0�VXEVLGLDU\�RI�(0&�IRFXVLQJ�RQ�DSSOLFDWLRQ�DQG�GDWD�LQIUDVWUXFWXUH�VRIWZDUH��
DJLOH�GHYHORSPHQW�VHUYLFHV��DQG�GDWD�VFLHQFH�FRQVXOWLQJ���+H�KROGV�D�%DFKHORU�RI�6FLHQFH�GHJUHH�LQ�$FFRXQWLQJ�DQG�
D�0DVWHU�RI�%XVLQHVV�$GPLQLVWUDWLRQ�IURP�%DEVRQ�&ROOHJH�

0V��'L3DOPD�MRLQHG�&RJQH[�LQ������DV�6HQLRU�5HSRUWLQJ�$FFRXQWDQW���6KH�VHUYHG�IRU�PRUH�WKDQ����\HDUV�LQ�D�VHULHV�
RI� LQFUHDVLQJO\� UHVSRQVLEOH� UROHV� LQ� WKH� )LQDQFH� 'HSDUWPHQW�� LQFOXGLQJ� VL[� \HDUV� DV� &RJQH[� 7UHDVXUHU� EHIRUH�
WUDQVLWLRQLQJ�WR�&RUSRUDWH�(PSOR\HH�6HUYLFHV�LQ��������3ULRU�WR�MRLQLQJ�&RJQH[��0V��'L3DOPD�ZDV�D�PHPEHU�RI�WKH�
DXGLW�ILUP�3ULFHZDWHUKRXVH&RRSHUV���6KH�KROGV�D�%DFKHORU�RI�6FLHQFH�GHJUHH�LQ�$FFRXQWLQJ�IURP�%RVWRQ�&ROOHJH��D�
0DVWHU�RI�6FLHQFH�GHJUHH�LQ�7D[DWLRQ�IURP�%HQWOH\�&ROOHJH��DQG�LV�D�&HUWLILHG�3XEOLF�$FFRXQWDQW��



��

3$57�,,

,7(0�����0$5.(7�)25�5(*,675$17µ6�&20021�(48,7<��5(/$7('�672&.+2/'(5�0$77(56��$1'�,668(5�
385&+$6(6�2)�(48,7<�6(&85,7,(6

7KH�&RPSDQ\µV FRPPRQ� VWRFN� LV� WUDGHG� RQ�7KH�1$6'$4�6WRFN�0DUNHW� //&�� XQGHU� WKH� V\PERO� &*1;�� $V� RI�
-DQXDU\����� ������ WKHUH�ZHUH� DSSUR[LPDWHO\� ���� VKDUHKROGHUV� RI� UHFRUG� RI� WKH�&RPSDQ\µV FRPPRQ� VWRFN�� 7KH�
&RPSDQ\�EHOLHYHV�WKH�QXPEHU�RI�EHQHILFLDO�RZQHUV�RI�WKH�&RPSDQ\µV�FRPPRQ�VWRFN�RQ�WKDW�GDWH�ZDV�VXEVWDQWLDOO\�
JUHDWHU�

,Q�2FWREHU�������WKH�&RPSDQ\
V�%RDUG�RI�'LUHFWRUV�GHFODUHG�D�WZR�IRU�RQH�VWRFN�VSOLW�RI�WKH�&RPSDQ\
V�FRPPRQ�VWRFN��
ZKLFK�ZDV�HIIHFWHG�WKURXJK�D�VWRFN�GLYLGHQG�GLVWULEXWHG�RQ�'HFHPEHU�����������$OO�UHIHUHQFHV�PDGH�WR�VKDUH�RU�SHU�
VKDUH�DPRXQWV�LQ�WKH�WDEOHV�DQG�QDUUDWLYHV�EHORZ�KDYH�EHHQ�UHVWDWHG�WR�UHIOHFW�WKH�HIIHFW�RI�WKLV�WZR�IRU�RQH�VWRFN�VSOLW��

7KH�KLJK�DQG�ORZ�VDOHV�SULFHV�RI�WKH�&RPSDQ\µV�FRPPRQ�VWRFN�DV�UHSRUWHG�E\�WKH�1$6'$4�6WRFN�0DUNHW�IRU�HDFK�
TXDUWHU�LQ������DQG������ZHUH�DV�IROORZV�

)LUVW 6HFRQG 7KLUG )RXUWK

����

+LJK � ����� � ����� � ����� � �����

/RZ ����� ����� ����� �����

����

+LJK � ����� � ����� � ����� � �����

/RZ ����� ����� ����� �����

7KH�&RPSDQ\µV�%RDUG�RI�'LUHFWRUV�GHFODUHG�DQG�SDLG�FDVK�GLYLGHQGV�IRU�HDFK�TXDUWHU�RI������DQG������DV�IROORZV��

)LUVW 6HFRQG 7KLUG )RXUWK

���� � ������ � ������ � ������ � ������

���� � ������ � ������ � ������ � ������

)XWXUH�GLYLGHQGV�ZLOO�EH�GHFODUHG�DW�WKH�GLVFUHWLRQ�RI�WKH�&RPSDQ\
V�%RDUG�RI�'LUHFWRUV�DQG�ZLOO�GHSHQG�XSRQ�VXFK�
IDFWRUV�DV�WKH�%RDUG�GHHPV�UHOHYDQW��LQFOXGLQJ��DPRQJ�RWKHU�WKLQJV��WKH�&RPSDQ\
V�DELOLW\�WR�JHQHUDWH�SRVLWLYH�FDVK�
IORZ�IURP�RSHUDWLRQV�

,Q�$SULO�������WKH�&RPSDQ\µV�%RDUG�RI�'LUHFWRUV�DXWKRUL]HG�WKH�UHSXUFKDVH�RI��������������RI�WKH�&RPSDQ\µV�FRPPRQ�
VWRFN��3XUFKDVHV�XQGHU�WKLV�SURJUDP�EHJDQ�LQ�WKH�WKLUG�TXDUWHU�RI������ZKHQ�WKH�SULRU�SURJUDP�ZDV�FRPSOHWHG��'XULQJ�
WKH�IRXUWK�TXDUWHU�RI�������WKH�&RPSDQ\�UHSXUFKDVHG���������VKDUHV�DW�D�FRVW�RI�������������XQGHU�WKLV�SURJUDP��
7KH�&RPSDQ\�PD\�UHSXUFKDVH�VKDUHV�XQGHU�WKLV�SURJUDP�LQ�IXWXUH�SHULRGV�GHSHQGLQJ�RQ�D�YDULHW\�RI�IDFWRUV��LQFOXGLQJ��
DPRQJ�RWKHU� WKLQJV�� WKH� LPSDFW�RI�GLOXWLRQ� IURP�HPSOR\HH�VWRFN�RSWLRQV�� VWRFN�SULFH�� VKDUH�DYDLODELOLW\�� DQG�FDVK�
UHTXLUHPHQWV��

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�LQIRUPDWLRQ�ZLWK�UHVSHFW�WR�SXUFKDVHV�E\�WKH�&RPSDQ\�RI�VKDUHV�RI�LWV�FRPPRQ�VWRFN�
GXULQJ�WKH�IRXUWK�TXDUWHU�RI������

7RWDO�1XPEHU�RI
6KDUHV�3XUFKDVHG

$YHUDJH
3ULFH�3DLG
SHU�6KDUH

7RWDO�1XPEHU�RI
6KDUHV�3XUFKDVHG�DV

3DUW�RI�3XEOLFO\
$QQRXQFHG�3ODQV�RU

3URJUDPV

$SSUR[LPDWH�'ROODU
9DOXH�RI�6KDUHV�WKDW

0D\�<HW�%H
3XUFKDVHG�8QGHU�WKH
3ODQV�RU�3URJUDPV

2FWREHU�����2FWREHU��������� ± ± ± � ����������

2FWREHU������1RYHPEHU��������� ������� ����� ������� ����������

1RYHPEHU������'HFHPEHU��������� ± ± ± ����������

7RWDO ������� ����� ������� � ����������

,Q�)HEUXDU\������� WKH�&RPSDQ\
V�%RDUG�RI�'LUHFWRUV�DXWKRUL]HG� WKH�UHSXUFKDVH�RI�DQ�DGGLWLRQDO��������������RI�
FRPPRQ�VWRFN��ZKLFK�UHSXUFKDVHV�PD\�FRPPHQFH�RQFH�WKH�&RPSDQ\�FRPSOHWHV�WKH�H[LVWLQJ�SURJUDP�DQG�ZLOO�EH�
VXEMHFW�WR�PDUNHW�FRQGLWLRQV�DQG�RWKHU�UHOHYDQW�IDFWRUV�



��

6HW�IRUWK�EHORZ�LV�D�OLQH�JUDSK�FRPSDULQJ�WKH�DQQXDO�SHUFHQWDJH�FKDQJH�LQ�WKH�FXPXODWLYH�WRWDO�VKDUHKROGHU�UHWXUQ�RQ�
WKH�&RPSDQ\µV�FRPPRQ�VWRFN��EDVHG�XSRQ�WKH�PDUNHW�SULFH�RI�WKH�&RPSDQ\µV�FRPPRQ�VWRFN��ZLWK�WKH�WRWDO�UHWXUQ�RQ�
FRPSDQLHV�ZLWKLQ�WKH�1DVGDT�&RPSRVLWH�,QGH[�DQG�WKH�5HVHDUFK�'DWD�*URXS��,QF��1DVGDT�/DE�$SSDUDWXV�	�$QDO\WLFDO��
2SWLFDO��0HDVXULQJ�	�&RQWUROOLQJ� ,QVWUXPHQW� �6,&�����������86�&RPSDQLHV�� ,QGH[� �WKH� ²1DVGDT�/DE�$SSDUDWXV�
,QGH[³����7KH�SHUIRUPDQFH�JUDSK�DVVXPHV�DQ�LQYHVWPHQW�RI������LQ�HDFK�RI�WKH�&RPSDQ\�DQG�WKH�WZR�LQGLFHV��DQG�
WKH�UHLQYHVWPHQW�RI�DQ\�GLYLGHQGV���7KH KLVWRULFDO�LQIRUPDWLRQ�VHW�IRUWK�EHORZ�LV�QRW�QHFHVVDULO\�LQGLFDWLYH�RI�IXWXUH�
SHUIRUPDQFH��'DWD�IRU�WKH�1DVGDT�&RPSRVLWH�,QGH[�DQG�WKH�1DVGDT�/DE�$SSDUDWXV�,QGH[�ZDV�SURYLGHG�WR�WKH�&RPSDQ\�
E\�5HVHDUFK�'DWD�*URXS��,QF�

�����LQYHVWHG�RQ������������LQ�VWRFN�RU�LQGH[��LQFOXGLQJ�UHLQYHVWPHQW�RI�GLYLGHQGV���)LVFDO�\HDU�HQGHG�'HFHPEHU����

����� ����� ����� ����� ����� �����

&RJQH[�&RUSRUDWLRQ ������ ������ ������ ������ ������ ������

1$6'$4�&RPSRVLWH ������ ������ ������ ������ ������ ������

1$6'$4�6WRFNV ������ ������ ������ ������ ������ ������

�6,&�����������8�6��&RPSDQLHV��/DE�$SSDUDWXV�	�$QDO\W�2SW��0HDVXULQJ��DQG�&RQWUROOLQJ�,QVWUXPHQW



��

,7(0�����6(/(&7('�),1$1&,$/�'$7$

<HDU�(QGHG�'HFHPEHU����

���� ���� ���� ���� ����

�,Q�WKRXVDQGV��H[FHSW�SHU�VKDUH�DPRXQWV�
6WDWHPHQW�RI�2SHUDWLRQV�'DWD�
5HYHQXH � ������� � ������� � ������� � ������� � �������
&RVW�RI�UHYHQXH���� ������� ������� ������� ������ ������
*URVV�PDUJLQ ������� ������� ������� ������� �������
5HVHDUFK��GHYHORSPHQW��DQG�HQJLQHHULQJ
H[SHQVHV���� ������ ������ ������ ������ ������

6HOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH�H[SHQVHV���� ������� ������� ������� ������� �������

2SHUDWLQJ�LQFRPH ������� ������� ������� ������� ������
1RQ�RSHUDWLQJ�LQFRPH ����� ����� ����� ����� �����
,QFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV�EHIRUH�LQFRPH
WD[�H[SHQVH ������� ������� ������� ������� ������

,QFRPH�WD[�H[SHQVH�RQ�FRQWLQXLQJ�RSHUDWLRQV ������ ������ ������ ������ ������
1HW�LQFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV ������� ������� ������� ������� ������
1HW�LQFRPH��ORVV��IURP�GLVFRQWLQXHG�RSHUDWLRQV���� ± ����� ������ ������ �����
1HW�LQFRPH � ������� � ������� � ������� � ������� � ������

%DVLF�HDUQLQJV�SHU�ZHLJKWHG�DYHUDJH�FRPPRQ�DQG
FRPPRQ�HTXLYDOHQW�VKDUH�����
1HW�LQFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV � ���� � ���� � ���� � ���� � ����

1HW�LQFRPH��ORVV��IURP�GLVFRQWLQXHG�RSHUDWLRQV � ± � ± � ���� � ���� � ����
1HW�LQFRPH � ���� � ���� � ���� � ���� � ����

'LOXWHG�HDUQLQJV�SHU�ZHLJKWHG�DYHUDJH�FRPPRQ
DQG�FRPPRQ�HTXLYDOHQW�VKDUH�����

1HW�LQFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV � ���� � ���� � ���� � ���� � ����
1HW�LQFRPH��ORVV��IURP�GLVFRQWLQXHG�RSHUDWLRQV � ± � ± � ���� � ���� � ����
1HW�LQFRPH � ���� � ���� � ���� � ���� � ����

:HLJKWHG�DYHUDJH�FRPPRQ�DQG�FRPPRQ�
HTXLYDOHQW�VKDUHV�RXWVWDQGLQJ�����

%DVLF ������� ������� ������� ������� �������
'LOXWHG ������� ������� ������� ������� �������

&DVK�GLYLGHQGV�SHU�FRPPRQ�VKDUH���� � ���� � ���� � ���� � ± � ±

��� $PRXQWV�LQFOXGH�VWRFN�EDVHG�FRPSHQVDWLRQ
H[SHQVH��DV�IROORZV�
&RVW�RI�UHYHQXH � ����� � ����� � ����� � ����� � ���
5HVHDUFK��GHYHORSPHQW��DQG�HQJLQHHULQJ ������ ����� ����� ����� �����
6HOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH ������ ������ ������ ����� �����
'LVFRQWLQXHG�RSHUDWLRQV ± ± ����� ����� ���
7RWDO�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH � ������ � ������ � ������ � ������ � ������

��� 3ULRU�SHULRG�UHVXOWV�KDYH�EHHQ�DGMXVWHG�WR�UHIOHFW�WKH�WZR�IRU�RQH�VWRFN�VSOLW�HIIHFWHG�LQ�WKH�IRUP�RI�D�VWRFN�GLYLGHQG
ZKLFK�RFFXUUHG�LQ������

'HFHPEHU����

���� ���� ���� ���� ����

�,Q�WKRXVDQGV�

%DODQFH�6KHHW�'DWD�
:RUNLQJ�FDSLWDO � ������� � ������� � ������� � ������� � �������

7RWDO�DVVHWV ��������� ��������� ������� ������� �������

6KDUHKROGHUVµ�HTXLW\ ��������� ������� ������� ������� �������



��
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&HUWDLQ�VWDWHPHQWV�PDGH�LQ�WKLV�UHSRUW��DV�ZHOO�DV�RUDO�VWDWHPHQWV�PDGH�E\�WKH�&RPSDQ\�IURP�WLPH�WR�WLPH��FRQVWLWXWH�
IRUZDUG�ORRNLQJ� VWDWHPHQWV� ZLWKLQ� WKH� PHDQLQJ� RI� 6HFWLRQ���$ RI� WKH� 6HFXULWLHV�$FW� RI� ������ DV� DPHQGHG�� DQG�
6HFWLRQ���(� RI� WKH� 6HFXULWLHV� ([FKDQJH�$FW� RI� ������ DV� DPHQGHG�� 5HDGHUV� FDQ� LGHQWLI\� WKHVH� IRUZDUG�ORRNLQJ�
VWDWHPHQWV�E\�RXU�XVH�RI�WKH�ZRUGV�²H[SHFWV�³�²DQWLFLSDWHV�³�²HVWLPDWHV�³�²EHOLHYHV�³�²SURMHFWV�³�²LQWHQGV�³�²SODQV�³�²ZLOO�³�
²PD\�³�²VKDOO�³�²FRXOG�³�²VKRXOG�³�DQG�VLPLODU�ZRUGV�DQG�RWKHU�VWDWHPHQWV�RI�D�VLPLODU�VHQVH���7KHVH�VWDWHPHQWV�DUH�
EDVHG�XSRQ�RXU�FXUUHQW�HVWLPDWHV�DQG�H[SHFWDWLRQV�DV�WR�SURVSHFWLYH�HYHQWV�DQG�FLUFXPVWDQFHV��ZKLFK�PD\�RU�PD\�
QRW�EH�LQ�RXU�FRQWURO�DQG�DV�WR�ZKLFK�WKHUH�FDQ�EH�QR�ILUP�DVVXUDQFHV�JLYHQ�� 7KHVH�IRUZDUG�ORRNLQJ�VWDWHPHQWV��ZKLFK�
LQFOXGH�VWDWHPHQWV�UHJDUGLQJ�EXVLQHVV�DQG�PDUNHW�WUHQGV��IXWXUH�ILQDQFLDO�SHUIRUPDQFH��FXVWRPHU�RUGHU�UDWHV��H[SHFWHG�
DUHDV�RI�JURZWK��HPHUJLQJ�PDUNHWV��IXWXUH�SURGXFW�PL[��UHVHDUFK�DQG�GHYHORSPHQW�DFWLYLWLHV��LQYHVWPHQWV��DQG�VWUDWHJLF�
SODQV��LQYROYH�NQRZQ�DQG�XQNQRZQ�ULVNV�DQG�XQFHUWDLQWLHV�WKDW�FRXOG�FDXVH�DFWXDO�UHVXOWV�WR�GLIIHUPDWHULDOO\�IURP�WKRVH�
SURMHFWHG���6XFK�ULVNV�DQG�XQFHUWDLQWLHV�LQFOXGH������WKH�ORVV�RI�D�ODUJH�FXVWRPHU������FXUUHQW�DQG�IXWXUH�FRQGLWLRQV�LQ�
WKH�JOREDO�HFRQRP\������WKH�UHOLDQFH�RQ�UHYHQXH�IURP�WKH�FRQVXPHU�HOHFWURQLFV�RU�DXWRPRWLYH�LQGXVWULHV������WKH�LQDELOLW\�
WR�SHQHWUDWH�QHZ�PDUNHWV������WKH�LQDELOLW\�WR�DFKLHYH�VLJQLILFDQW�LQWHUQDWLRQDO�UHYHQXH������IOXFWXDWLRQV�LQ�IRUHLJQ�FXUUHQF\�
H[FKDQJH�UDWHV�DQG�WKH�XVH�RI�GHULYDWLYH�LQVWUXPHQWV������LQIRUPDWLRQ�VHFXULW\�EUHDFKHV�RU�EXVLQHVV�V\VWHP�GLVUXSWLRQV��
��� WKH�LQDELOLW\�WR�DWWUDFW�DQG�UHWDLQ�VNLOOHG�HPSOR\HHV������WKH�IDLOXUH�WR�HIIHFWLYHO\PDQDJH�RXU�JURZWK�������WKH�UHOLDQFH
XSRQ�NH\�VXSSOLHUV� WR�PDQXIDFWXUH�DQG�GHOLYHU� FULWLFDO� FRPSRQHQWV� IRU�RXU�SURGXFWV�� �����WKH� IDLOXUH� WR�HIIHFWLYHO\
PDQDJH�SURGXFW�WUDQVLWLRQV�RU�DFFXUDWHO\�IRUHFDVW�FXVWRPHU�GHPDQG�������WKH�LQDELOLW\�WR�GHVLJQ�DQG�PDQXIDFWXUH�KLJK�
TXDOLW\�SURGXFWV�������WKH�WHFKQRORJLFDO�REVROHVFHQFH�RI�FXUUHQW�SURGXFWV�DQG�WKH�LQDELOLW\�WR�GHYHORS�QHZ�SURGXFWV�
���� WKH�IDLOXUH�WR�SURSHUO\�PDQDJH�WKH�GLVWULEXWLRQ�RI�SURGXFWV�DQG�VHUYLFHV�������WKH�LQDELOLW\�WR�SURWHFW�RXU�SURSULHWDU\
WHFKQRORJ\�DQG�LQWHOOHFWXDO�SURSHUW\�������RXU�LQYROYHPHQW�LQ�WLPH�FRQVXPLQJ�DQG�FRVWO\�OLWLJDWLRQ�������WKH�LPSDFW�RI
FRPSHWLWLYH�SUHVVXUHV�������WKH�FKDOOHQJHV�LQ�LQWHJUDWLQJ�DQG�DFKLHYLQJ�H[SHFWHG�UHVXOWV�IURP�DFTXLUHG�EXVLQHVVHV�
���� SRWHQWLDO�LPSDLUPHQW�FKDUJHV�ZLWK�UHVSHFW�WR�RXU�LQYHVWPHQWV�RU�IRU�DFTXLUHG�LQWDQJLEOH�DVVHWV�RU�JRRGZLOO��DQG
���� H[SRVXUH�WR�DGGLWLRQDO�WD[�OLDELOLWLHV�� 7KH�IRUHJRLQJ�OLVW�VKRXOG�QRW�EH�FRQVWUXHG�DV�H[KDXVWLYH�DQG�ZH�HQFRXUDJH
UHDGHUV�WR�UHIHU�WR�WKH�GHWDLOHG�GLVFXVVLRQ�RI�ULVN�IDFWRUV�LQFOXGHG�LQ�3DUW�,���,WHP��$ RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����
.� 7KH�&RPSDQ\�FDXWLRQV�UHDGHUV�QRW�WR�SODFH�XQGXH�UHOLDQFH�XSRQ�DQ\�VXFK�IRUZDUG�ORRNLQJ�VWDWHPHQWV��ZKLFK
VSHDN� RQO\� DV� RI� WKH� GDWH�PDGH��7KH�&RPSDQ\� GLVFODLPV� DQ\� REOLJDWLRQ� WR� VXEVHTXHQWO\� UHYLVH� IRUZDUG�ORRNLQJ
VWDWHPHQWV� WR� UHIOHFW� WKH�RFFXUUHQFH�RI� DQWLFLSDWHG�RU� XQDQWLFLSDWHG�HYHQWV� RU� FLUFXPVWDQFHV�DIWHU� WKH�GDWH� VXFK
VWDWHPHQWV�DUH�PDGH�

(;(&87,9(�29(59,(:

&RJQH[�&RUSRUDWLRQ� LV� D� OHDGLQJ�ZRUOGZLGH�SURYLGHU� RI�PDFKLQH� YLVLRQ� SURGXFWV� WKDW� FDSWXUH� DQG�DQDO\]H� YLVXDO�
LQIRUPDWLRQ�LQ�RUGHU�WR�DXWRPDWH�WDVNV��SULPDULO\�LQ�PDQXIDFWXULQJ�SURFHVVHV��ZKHUH�YLVLRQ�LV�UHTXLUHG�� 2Q�-XO\����
������WKH�&RPSDQ\�FRPSOHWHG�WKH�VDOH�RI�LWV�6XUIDFH�,QVSHFWLRQ�6\VWHPV�'LYLVLRQ��6,6'��WKDW�VSHFLDOL]HG�LQ�PDFKLQH�
YLVLRQ�SURGXFWV�WKDW�LQVSHFW�WKH�VXUIDFHV�RI�PDWHULDOV�SURFHVVHG�LQ�D�FRQWLQXRXV�IDVKLRQ�� 7KH�ILQDQFLDO�UHVXOWV�RI�6,6'�
DUH�UHSRUWHG�DV�D�GLVFRQWLQXHG�RSHUDWLRQ�IRU�DOO�SHULRGV�SUHVHQWHG�

,Q�DGGLWLRQ�WR�SURGXFW�UHYHQXH�GHULYHG�IURP�WKH�VDOH�RI�PDFKLQH�YLVLRQ�SURGXFWV��WKH�&RPSDQ\�DOVR�JHQHUDWHV�UHYHQXH�
E\�SURYLGLQJ�PDLQWHQDQFH�DQG�VXSSRUW��FRQVXOWLQJ��DQG�WUDLQLQJ�VHUYLFHV�WR�LWV�FXVWRPHUV��KRZHYHU��VHUYLFH�UHYHQXH�
DFFRXQWHG�IRU�OHVV�WKDQ�����RI�WRWDO�UHYHQXH�IRU�DOO�SHULRGV�SUHVHQWHG�

7KH� &RPSDQ\µV� FXVWRPHUV� DUH� SUHGRPLQDQWO\� LQ� WKH� IDFWRU\� DXWRPDWLRQ�PDUNHW�� )DFWRU\� DXWRPDWLRQ� FXVWRPHUV�
SXUFKDVH�&RJQH[�SURGXFWV�DQG�LQFRUSRUDWH�WKHP�LQWR�WKHLU�PDQXIDFWXULQJ�SURFHVVHV�� &XVWRPHUV�LQ�WKH�FRQVXPHU�
HOHFWURQLFV�DQG�DXWRPRWLYH�LQGXVWULHV�FRQWULEXWH�WKH�ODUJHVW�SHUFHQWDJH�WR�WKH�&RPSDQ\
V�IDFWRU\�DXWRPDWLRQ�UHYHQXH��
9LUWXDOO\�HYHU\�PDQXIDFWXUHU�FDQ�DFKLHYH�EHWWHU�TXDOLW\�DQG�PDQXIDFWXULQJ�HIILFLHQF\�E\�XVLQJ�PDFKLQH�YLVLRQ��DQG�
WKHUHIRUH��WKLV�PDUNHW�DOVR�LQFOXGHV�D�EURDG�EDVH�RI�FXVWRPHUV�DFURVV�D�YDULHW\�RI�RWKHU�LQGXVWULHV��LQFOXGLQJ�FRQVXPHU�
SURGXFWV��IRRG�DQG�EHYHUDJH��PHGLFDO�GHYLFHV��DQG�SKDUPDFHXWLFDOV�� )DFWRU\�DXWRPDWLRQ�FXVWRPHUV�DOVR�SXUFKDVH�
&RJQH[�SURGXFWV�IRU�XVH�RXWVLGH�RI�WKH�PDQXIDFWXULQJ�SURFHVV��VXFK�DV�XVLQJ�,'�SURGXFWV�LQ�ORJLVWLFV�DXWRPDWLRQ�IRU�
SDFNDJH�VRUWLQJ�DQG�GLVWULEXWLRQ�� $ VPDOO�SHUFHQWDJH�RI� WKH�&RPSDQ\µV�FXVWRPHUV�DUH� LQ� WKH�VHPLFRQGXFWRU�DQG�
HOHFWURQLFV� FDSLWDO� HTXLSPHQW�PDUNHW�� 7KHVH� FXVWRPHUV� SXUFKDVH�&RJQH[� SURGXFWV� DQG� LQWHJUDWH� WKHP� LQWR� WKH�
DXWRPDWLRQ�HTXLSPHQW�WKDW�WKH\�PDQXIDFWXUH�DQG�WKHQ�VHOO�WR�WKHLU�FXVWRPHUV�WR�HLWKHU�PDNH�VHPLFRQGXFWRU�FKLSV�RU�
DVVHPEOH�SULQWHG�FLUFXLW�ERDUGV��

5HYHQXH�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������WRWDOHG���������������UHSUHVHQWLQJ�DQ�LQFUHDVH�RI�����RYHU�������
5HYHQXH� LQFUHDVHG�IURP�WKH�SULRU�\HDU� LQ�DOO�PDMRU�UHJLRQV�DFURVV�D�YDULHW\�RI� LQGXVWULHV�� LQFOXGLQJ� WKH�FRQVXPHU�
HOHFWURQLFV��DXWRPRWLYH��DQG�ORJLVWLFV�LQGXVWULHV�� *URVV�PDUJLQ�ZDV�����RI�UHYHQXH�LQ������FRPSDUHG�WR�����RI�
UHYHQXH�LQ������GXH�SULPDULO\�WR�KLJKHU�UHYHQXH�IURP�D�PDWHULDO�FXVWRPHU�ZLWK�SUHIHUUHG�SULFLQJ�� 2SHUDWLQJ�H[SHQVHV�
LQFUHDVHG�E\�����IURP�WKH�SULRU�\HDU�GXH�SULQFLSDOO\� WR�KLJKHU�SHUVRQQHO�UHODWHG�FRVWV� IURP�KHDGFRXQW�DGGLWLRQV��



��

LQFHQWLYH�FRPSHQVDWLRQ�SODQV��DQG�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH���7KH�VLJQLILFDQW�LQFUHDVH�LQ�UHYHQXH�GURYH�D�
����LQFUHDVH� LQ�RSHUDWLQJ� LQFRPH�IURP�WKH�SULRU�\HDU� DQG�DQ�RSHUDWLQJ� LQFRPH�PDUJLQ� WKDW�H[SDQGHG�WR�����RI�
UHYHQXH�LQ������IURP�����RI�UHYHQXH�LQ��������,QFRPH�WD[�H[SHQVH�LQ������LQFOXGHG�D�RQH�WLPH�WUDQVLWLRQ�WD[�RQ�
XQUHSDWULDWHG�IRUHLJQ�HDUQLQJV�XQGHU�WKH�7D[�&XWV�DQG�-REV�$FW�VLJQHG�LQWR�ODZ�RQ�'HFHPEHU������������$V�D�UHVXOW��
QHW�LQFRPH�LQFUHDVHG�E\�����IURP�WKH�SULRU�\HDU��DQG�WKH�QHW�LQFRPH�PDUJLQ�ZDV�����RI�UHYHQXH�LQ������FRPSDUHG�
WR�����RI�UHYHQXH�LQ��������1HW�LQFRPH�SHU�GLOXWHG�VKDUH�LQFUHDVHG�WR�������LQ������IURP�������LQ������

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�FHUWDLQ�FRQVROLGDWHG�ILQDQFLDO�GDWD�IRU�FRQWLQXLQJ�RSHUDWLRQV�DV�D�SHUFHQWDJH�RI�UHYHQXH�

<HDU�(QGHG�'HFHPEHU����

���� ���� ����

5HYHQXH ���� ���� ����

&RVW�RI�UHYHQXH �� �� ��

*URVV�PDUJLQ �� �� ��

5HVHDUFK��GHYHORSPHQW��DQG�HQJLQHHULQJ�H[SHQVHV �� �� ��

6HOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH�H[SHQVHV �� �� ��

2SHUDWLQJ�LQFRPH �� �� ��

1RQ�RSHUDWLQJ�LQFRPH � � �

,QFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV�EHIRUH�LQFRPH�WD[�H[SHQVH �� �� ��

,QFRPH�WD[�H[SHQVH�RQ�FRQWLQXLQJ�RSHUDWLRQV �� � �

1HW�LQFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV ��� ��� ���

5(68/76�2)�23(5$7,216

$V� IRUHLJQ� FXUUHQF\� H[FKDQJH� UDWHV� DUH� D� IDFWRU� LQ� XQGHUVWDQGLQJ� SHULRG�WR�SHULRG� FRPSDULVRQV�� ZH� EHOLHYH� WKH�
SUHVHQWDWLRQ�RI�UHVXOWV�RQ�D�FRQVWDQW�FXUUHQF\�EDVLV�LQ�DGGLWLRQ�WR�UHSRUWHG�UHVXOWV�KHOSV�LPSURYH�LQYHVWRUVµ DELOLW\�WR�
XQGHUVWDQG�RXU�RSHUDWLQJ�UHVXOWV�DQG�HYDOXDWH�RXU�SHUIRUPDQFH�LQ�FRPSDULVRQ�WR�SULRU�SHULRGV�� :H�DOVR�XVH�UHVXOWV�
RQ�D�FRQVWDQW�FXUUHQF\�EDVLV�DV�RQH�PHDVXUH�WR�HYDOXDWH�RXU�SHUIRUPDQFH���&RQVWDQW�FXUUHQF\�LQIRUPDWLRQ�FRPSDUHV�
UHVXOWV�EHWZHHQ�SHULRGV�DV�LI�H[FKDQJH�UDWHV�KDG�UHPDLQHG�FRQVWDQW�SHULRG�RYHU�SHULRG�� :H�JHQHUDOO\�UHIHU�WR�VXFK�
DPRXQWV�FDOFXODWHG�RQ�D�FRQVWDQW�FXUUHQF\�EDVLV�DV�H[FOXGLQJ�WKH�LPSDFW�RI�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�FKDQJHV��
5HVXOWV�RQ�D�FRQVWDQW�FXUUHQF\�EDVLV�DUH�QRW�LQ�DFFRUGDQFH�ZLWK�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�
6WDWHV�RI�$PHULFD��8�6��*$$3��DQG�VKRXOG�EH�FRQVLGHUHG�LQ�DGGLWLRQ�WR��DQG�QRW�DV�D�VXEVWLWXWH�IRU��UHVXOWV�SUHSDUHG�
LQ�DFFRUGDQFH�ZLWK�8�6��*$$3�

<HDU�(QGHG�'HFHPEHU����������&RPSDUHG�WR�<HDU�(QGHG�'HFHPEHU����������

5HYHQXH

5HYHQXH�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������LQFUHDVHG�E\���������������RU������IURP�WKH�SULRU�\HDU�� &KDQJHV�
LQ�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWHV�GLG�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�UHYHQXH�� 5HYHQXH�LQFUHDVHG�E\�����LQ�WKH�
$PHULFDV������LQ�(XURSH��DQG�����LQ�$VLD�GXH�WR�D�KLJKHU�YROXPH�RI�PDFKLQH�YLVLRQ�SURGXFWV�VROG�LQ�DOO�UHJLRQV��
$OWKRXJK�WKH�LQFUHDVH�LQ�UHYHQXH�FDPH�IURP�D�YDULHW\�RI�LQGXVWULHV��VWURQJ�VDOHV�LQ�WKH�ORJLVWLFV�LQGXVWU\�ZDV�D�ODUJH�
FRQWULEXWRU�WR�WKH�JURZWK�LQ�WKH�$PHULFDV�DQG�VWURQJ�VDOHV�LQ�WKH�FRQVXPHU�HOHFWURQLFV�LQGXVWU\�ZDV�D�ODUJH�FRQWULEXWRU�
WR�WKH�JURZWK�LQ�(XURSH�DQG�$VLD�

*URVV�0DUJLQ

*URVV�PDUJLQ�DV�D�SHUFHQWDJH�RI�UHYHQXH�ZDV�����LQ������FRPSDUHG�WR�����LQ������� 7KH�GHFUHDVH�LQ�JURVV�PDUJLQ�
ZDV�GXH�SULPDULO\�WR�KLJKHU�UHYHQXH�IURP�D�PDWHULDO�FXVWRPHU�LQ�WKH�FRQVXPHU�HOHFWURQLFV�LQGXVWU\�XQGHU�D�SUHIHUUHG�
SULFLQJ�DUUDQJHPHQW��DQG�WR�D�OHVVHU�H[WHQW��DQ�LQFUHDVHG�OHYHO�RI�SURMHFWV�LQ�WKH�ORJLVWLFV�LQGXVWU\�WKDW�UHTXLUH�LQVWDOODWLRQ�
VHUYLFHV�ZLWK�ORZHU�PDUJLQV�� 7KHVH�GHFUHDVHV�ZHUH�SDUWLDOO\�RIIVHW�E\�WKH�IDYRUDEOH�LPSDFW�RI�PDWHULDO�FRVW�UHGXFWLRQV�
DQG� YROXPH� SXUFKDVLQJ�� DV� ZHOO� DV� PDQXIDFWXULQJ� HIILFLHQFLHV� DFKLHYHG� IURP� D� KLJKHU� UHYHQXH� OHYHO� DV� IL[HG�
PDQXIDFWXULQJ�FRVWV�ZHUH�VSUHDG�RYHU�D�ODUJHU�UHYHQXH�EDVH�

2SHUDWLQJ�([SHQVHV

5HVHDUFK��'HYHORSPHQW��DQG�(QJLQHHULQJ�([SHQVHV

5HVHDUFK��GHYHORSPHQW��DQG�HQJLQHHULQJ��5'	(��H[SHQVHV�LQ������LQFUHDVHG�E\��������������RU������IURP�WKH�SULRU�
\HDU�DV�GHWDLOHG�LQ�WKH�WDEOH�EHORZ��LQ�WKRXVDQGV��



��

5'	(�H[SHQVHV�LQ����� � ������

3HUVRQQHO�UHODWHG�FRVWV �����

6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH �����

2XWVRXUFHG�HQJLQHHULQJ�FRVWV �����

2WKHU �����

5'	(�H[SHQVHV�LQ����� � ������

5'	(�H[SHQVHV�LQFUHDVHG�GXH�WR�KLJKHU�SHUVRQQHO�UHODWHG�FRVWV�UHVXOWLQJ�SULPDULO\�IURP�KHDGFRXQW�DGGLWLRQV��ZKLFK�
LQFOXGHG�HQJLQHHULQJ�WDOHQW�IURP�VL[�EXVLQHVV�DFTXLVLWLRQV�FRPSOHWHG�VLQFH�$XJXVW������� 7KH�&RPSDQ\�DOVR�LQFXUUHG�
KLJKHU�VSHQGLQJ�RQ�RXWVRXUFHG�HQJLQHHULQJ�WR�VXSSRUW�QHZ�SURGXFW�LQLWLDWLYHV�� 6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�
ZDV�KLJKHU�WKDQ�WKH�SULRU�\HDU�GXH�WR�D�KLJKHU�YDOXDWLRQ�RI�VWRFN�RSWLRQV�JUDQWHG�HDUO\�LQ�������

5'	(�H[SHQVHV�DV�D�SHUFHQWDJH�RI�UHYHQXH�ZDV�����LQ������FRPSDUHG�WR�����LQ�������:H�EHOLHYH�WKDW�D�FRQWLQXHG�
FRPPLWPHQW�WR�5'	(�DFWLYLWLHV�LV�HVVHQWLDO�LQ�RUGHU�WR�PDLQWDLQ�RU�DFKLHYH�SURGXFW�OHDGHUVKLS�ZLWK�RXU�H[LVWLQJ�SURGXFWV�
DQG�WR�SURYLGH�LQQRYDWLYH�QHZ�SURGXFW�RIIHULQJV��DV�ZHOO�DV�WR�SURYLGH�HQJLQHHULQJ�VXSSRUW�IRU�ODUJH�FXVWRPHUV�� ,Q�
DGGLWLRQ��ZH�FRQVLGHU�RXU�DELOLW\�WR�DFFHOHUDWH�WLPH�WR�PDUNHW�IRU�QHZ�SURGXFWV�WR�EH�FULWLFDO�WR�RXU�UHYHQXH�JURZWK��
7KHUHIRUH��ZH�H[SHFW�WR�FRQWLQXH�WR�PDNH�VLJQLILFDQW�5'	(�LQYHVWPHQWV�LQ�WKH�IXWXUH��DQG�ZH�WDUJHW�RXU�DQQXDO�5'	(�
VSHQGLQJ�WR�EH�EHWZHHQ�����DQG�����RI�UHYHQXH�� 7KLV�SHUFHQWDJH�LV� LPSDFWHG�E\�UHYHQXH�OHYHOV�DQG�LQYHVWLQJ�
F\FOHV�

6HOOLQJ��*HQHUDO��DQG�$GPLQLVWUDWLYH�([SHQVHV

6HOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH��6*	$��H[SHQVHV�LQ������LQFUHDVHG�E\��������������RU������IURP�WKH�SULRU�\HDU�
DV�GHWDLOHG�LQ�WKH�WDEOH�EHORZ��LQ�WKRXVDQGV���

6*	$�H[SHQVHV�LQ����� � �������

3HUVRQQHO�UHODWHG�FRVWV ������

,QFHQWLYH�FRPSHQVDWLRQ�SODQV ������

6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH �����

7UDYHO�H[SHQVHV �����

(53�RXWVLGH�VHUYLFHV �����

6DOHV�GHPRQVWUDWLRQ�HTXLSPHQW �����

5HFUXLWLQJ�FRVWV �����

2WKHU �����

6*	$�H[SHQVHV�LQ����� � �������

6*	$ H[SHQVHV�LQFUHDVHG�GXH�WR�KLJKHU�SHUVRQQHO�UHODWHG�DQG�UHFUXLWLQJ�FRVWV�UHVXOWLQJ�IURP�KHDGFRXQW�DGGLWLRQV��
SULQFLSDOO\�VDOHV�SHUVRQQHO�� ,Q�DGGLWLRQ��KLJKHU�LQFHQWLYH�FRPSHQVDWLRQ�SODQ�H[SHQVHV��LQFOXGLQJ�VDOHV�FRPPLVVLRQ�
DQG�&RPSDQ\�ERQXV�SODQV��ZHUH�UHFRUGHG�LQ������DV�D�UHVXOW�RI�WKH�DGGLWLRQDO�KHDGFRXQW�DQG�KLJKHU�DFKLHYHPHQW�
OHYHOV�EDVHG�XSRQ�WKH�&RPSDQ\
V�SHUIRUPDQFH��7UDYHO�H[SHQVHV�DQG�VDOHV�GHPRQVWUDWLRQ�HTXLSPHQW�FRVWV�ZHUH�DOVR�
KLJKHU�LQ������GXH�WR�DGGLWLRQDO�VDOHV�SHUVRQQHO�DQG�WKH�KLJKHU�EXVLQHVV�OHYHO�� 6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�
ZDV�KLJKHU�WKDQ�WKH�SULRU�\HDU�GXH�WR�D�KLJKHU�YDOXDWLRQ�RI�VWRFN�RSWLRQV�JUDQWHG�HDUO\�LQ������

,Q�������WKH�&RPSDQ\�LQFXUUHG�FRVWV�IRU�RXWVLGH�VHUYLFHV�UHODWHG�WR�WKH�SUHOLPLQDU\�SURMHFW�DQG�DSSOLFDWLRQ�GHYHORSPHQW�
VWDJHV�IRU�D�QHZ�(QWHUSULVH�5HVRXUFH�3ODQQLQJ��(53��V\VWHP��ZKLFK�LV�WKH�PDQDJHPHQW� LQIRUPDWLRQ�V\VWHP�WKDW�
LQWHJUDWHV�WKH�&RPSDQ\
V�PDQXIDFWXULQJ��RUGHU�IXOILOOPHQW��DQG�ILQDQFLDO�DFWLYLWLHV�� $V�RI�WKH�GDWH�RI�WKLV�UHSRUW��ZH�
H[SHFW�WR�SODFH�WKH�QHZ�(53 V\VWHP�LQWR�VHUYLFH�LQ�WKH�VHFRQG�TXDUWHU�RI������

1RQ�RSHUDWLQJ�,QFRPH��([SHQVH�

7KH�&RPSDQ\�UHFRUGHG�IRUHLJQ�FXUUHQF\�ORVVHV�RI������������LQ������DQG�IRUHLJQ�FXUUHQF\�JDLQV�RI����������LQ�������
7KH�IRUHLJQ�FXUUHQF\�ORVVHV�LQ������UHVXOWHG�SULPDULO\�IURP�WKH�UHYDOXDWLRQ�DQG�VHWWOHPHQW�RI�DFFRXQWV�UHFHLYDEOH�
GHQRPLQDWHG�LQ�8�6��'ROODUV�UHFRUGHG�RQ�WKH�ERRNV�RI�WKH�&RPSDQ\
V�,ULVK�VXEVLGLDU\��IRU�ZKLFK�WKH�IXQFWLRQDO�FXUUHQF\�
LV�WKH�(XUR�� 'XULQJ�WKH�SHULRG�RI�WLPH�WKDW�WKHVH�UHFHLYDEOHV�ZHUH�RXWVWDQGLQJ��WKH�8�6��'ROODU�ZHDNHQHG�YHUVXV�WKH�
(XUR�UHVXOWLQJ�LQ�IRUHLJQ�FXUUHQF\�ORVVHV��

,QYHVWPHQW�LQFRPH�LQFUHDVHG�E\�������������RU������IURP�WKH�SULRU�\HDU�� 7KH�LQFUHDVH�ZDV�GXH�WR�KLJKHU�\LHOGV��DV�
ZHOO�DV�DGGLWLRQDO�IXQGV�DYDLODEOH�IRU�LQYHVWPHQW�RQ�WKH�&RPSDQ\
V�SRUWIROLR�RI�GHEW�VHFXULWLHV��

7KH�&RPSDQ\�UHFRUGHG�RWKHU�H[SHQVH�RI����������LQ������DQG�RWKHU�LQFRPH�RI����������LQ������� 2WKHU�LQFRPH�
�H[SHQVH��LQFOXGHG�D�EHQHILW�RI���������LQ������DQG�D�EHQHILW�RI����������LQ������UHVXOWLQJ�IURP�WKH�UHYDOXDWLRQ�RI�
FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLWLHV�DULVLQJ�IURP�EXVLQHVV�DFTXLVLWLRQV�� ,Q�DGGLWLRQ��WKH�&RPSDQ\�UHFHLYHG�D�IRUHLJQ�



��

JRYHUQPHQW�VXEVLG\�LQ�WKH�DPRXQW�RI����������WKDW�ZDV�UHFRUGHG�LQ�RWKHU�LQFRPH�LQ��������2WKHU�LQFRPH��H[SHQVH��
DOVR�LQFOXGHG�UHQWDO�LQFRPH��QHW�RI�DVVRFLDWHG�H[SHQVHV��IURP�OHDVLQJ�VSDFH�LQ�EXLOGLQJV�DGMDFHQW�WR�WKH�&RPSDQ\µV�
FRUSRUDWH�KHDGTXDUWHUV���)HZHU�WHQDQWV�RFFXSLHG�WKLV�VSDFH�LQ�������UHVXOWLQJ�LQ�ORZHU�QRQ�RSHUDWLQJ�UHQWDO�LQFRPH�

,QFRPH�7D[�([SHQVH

7KH�&RPSDQ\µV�HIIHFWLYH�WD[�UDWH�ZDV�����RI�WKH�&RPSDQ\µV�SUH�WD[�LQFRPH�LQ������FRPSDUHG�WR�����LQ������

2Q�'HFHPEHU�����������WKH�8QLWHG�6WDWHV�&RQJUHVV�SDVVHG�DQG�WKH�3UHVLGHQW�VLJQHG�LQWR�ODZ�WKH�7D[�&XWV�DQG�-REV�
$FW�RI�������WKH��7D[�$FW����7KH�7D[�$FW�LQFOXGHV�D�QXPEHU�RI�FKDQJHV�WKDW�LPSDFW�WKH�&RPSDQ\
V�GHIHUUHG�WD[�SRVLWLRQV��
ZLWK�WKH�SULPDU\�LPSDFW�UHVXOWLQJ�IURP�D�GHFUHDVH�LQ�WKH�8�6��IHGHUDO�VWDWXWRU\�FRUSRUDWH�WD[�UDWH�IURP�����WR������
7KH�&RPSDQ\�KDV�UHPHDVXUHG�LWV�GHIHUUHG�WD[�SRVLWLRQV�DV�RI�'HFHPEHU����������DW�WKH�QHZ�HQDFWHG�WD[�UDWH��DQG�
DFFRUGLQJO\��KDV�UHFRJQL]HG�WD[�H[SHQVH�RI�������������IURP�WKH�ZULWH�GRZQ�RI�GHIHUUHG�WD[�DVVHWV�LQ��������

,Q�DGGLWLRQ��WKH�7D[�$FW�VXEMHFWV�XQUHSDWULDWHG�IRUHLJQ�HDUQLQJV�WR�D�RQH�WLPH�WUDQVLWLRQ�WD[��UHJDUGOHVV�RI�WKH�&RPSDQ\
V�
ILQDQFLDO�VWDWHPHQW�DVVHUWLRQ�UHODWHG�WR�LQGHILQLWH�UHLQYHVWPHQW�RU�ZKHWKHU�WKH�&RPSDQ\�XOWLPDWHO\�UHSDWULDWHV�DQ\�RI�
WKH�IRUHLJQ�HDUQLQJV��IRU�ZKLFK�WKH�&RPSDQ\�KDV�UHFRUGHG�HVWLPDWHG�WD[�H[SHQVH�RI��������������LQ��������

)XUWKHUPRUH��WKH�7D[�$FW�UHSODFHV�WKH�FXUUHQW�V\VWHP�RI�WD[LQJ�8�6��FRUSRUDWLRQV�RQ�UHSDWULDWHG�IRUHLJQ�HDUQLQJV�ZLWK�
D�SDUWLDO�WHUULWRULDO�V\VWHP�WKDW�SURYLGHV�D������GLYLGHQGV�UHFHLYHG�GHGXFWLRQ�WR�GRPHVWLF�FRUSRUDWLRQV�IRU�IRUHLJQ�
VRXUFH�GLYLGHQGV�UHFHLYHG�IURP�����RU�PRUH�RZQHG�IRUHLJQ�FRUSRUDWLRQV���7KH�&RPSDQ\�KDV�UHFRUGHG�D�GHFUHDVH�LQ�
WD[�H[SHQVH�RI������������LQ������IURP�WKH�UHYHUVDO�RI�WKH�WD[�HIIHFW�RI�D������GLYLGHQG�SDLG�LQ������IURP�D�ZKROO\�
RZQHG�IRUHLJQ�VXEVLGLDU\�WR�LWV�GRPHVWLF�HQWLW\�

,Q�DGGLWLRQ�WR�WKH������LPSDFW�RI�WKH�7D[�$FW��WKH�HIIHFWLYH�WD[�UDWH�LQFOXGHG�D�GHFUHDVH�LQ�WD[�H[SHQVH�RI�������������
LQ������DQG�������������LQ������IURP�WKH�H[FHVV�WD[�EHQHILW�DULVLQJ�IURP�WKH�GLIIHUHQFH�EHWZHHQ�WKH�GHGXFWLRQ�IRU�WD[�
SXUSRVHV�DQG�WKH�FRPSHQVDWLRQ�FRVW�UHFRJQL]HG�IRU�ILQDQFLDO�UHSRUWLQJ�SXUSRVHV�IURP�VWRFN�RSWLRQ�H[HUFLVHV���7KH�
&RPSDQ\�FDQQRW�SUHGLFW�WKH�OHYHO�RI�VWRFN�RSWLRQ�H[HUFLVHV�E\�HPSOR\HHV�LQ�IXWXUH�SHULRGV���

5HPDLQLQJ�GLVFUHWH�WD[�HYHQWV�UHVXOWHG�LQ�D�GHFUHDVH�LQ�WD[�H[SHQVH�RI������������LQ�������FRQVLVWLQJ�SULPDULO\�RI�WKH�
ILQDO�WUXH�XS�RI�WKH�SULRU�\HDU
V�WD[�DFFUXDO�XSRQ�ILOLQJ�WKH�DFWXDO�WD[�UHWXUQV�DQG�WKH�H[SLUDWLRQ�RI�WKH�VWDWXWHV�RI�OLPLWDWLRQV�
IRU�FHUWDLQ�UHVHUYHV�IRU�LQFRPH�WD[�XQFHUWDLQWLHV��DQG�DQ�LQFUHDVH�LQ�WD[�H[SHQVH�RI����������LQ������

7KH�PDMRULW\�RI�LQFRPH�HDUQHG�RXWVLGH�RI�WKH�8QLWHG�6WDWHV�LV�LQGHILQLWHO\�UHLQYHVWHG�WR�SURYLGH�IXQGV�IRU�LQWHUQDWLRQDO�
H[SDQVLRQ���7KH�&RPSDQ\�LV�WD[�UHVLGHQW�LQ�QXPHURXV�MXULVGLFWLRQV�DURXQG�WKH�ZRUOG�DQG�KDV�LGHQWLILHG�LWV�PDMRU�WD[�
MXULVGLFWLRQV�DV�WKH�8QLWHG�6WDWHV��,UHODQG��DQG�&KLQD���7KH�VWDWXWRU\�WD[�UDWH�LV�������LQ�,UHODQG�DQG�����LQ�&KLQD��
,QWHUQDWLRQDO�ULJKWV�WR�FHUWDLQ�RI�WKH�&RPSDQ\µV�LQWHOOHFWXDO�SURSHUW\�DUH�KHOG�E\�D�VXEVLGLDU\�ZKRVH�OHJDO�MXULVGLFWLRQ�
GRHV�QRW� WD[� WKLV� LQFRPH��UHVXOWLQJ� LQ�D� IRUHLJQ�HIIHFWLYH WD[�UDWH� ORZHU� WKDQ� WKH�DERYH�PHQWLRQHG�VWDWXWRU\�UDWHV��
+RZHYHU��WKLV�LQFRPH�KDV�EHHQ�LQFOXGHG�LQ�WKH�SURYLVLRQDO�HVWLPDWH�RI�WKH�RQH�WLPH�WUDQVLWLRQDO�WD[�RQ�XQUHSDWULDWHG�
IRUHLJQ�HDUQLQJV�XQGHU�WKH�7D[�$FW���7KH�&RPSDQ\�KDV�QRW�\HW�GHWHUPLQHG�KRZ�WKH�7D[�$FW�ZLOO�LPSDFW�LWV�ILQDQFLDO�
VWDWHPHQW�DVVHUWLRQ�UHODWHG�WR�LQGHILQLWH�UHLQYHVWPHQW�LQ�IXWXUH�\HDUV�

<HDU�(QGHG�'HFHPEHU����������&RPSDUHG�WR�<HDU�(QGHG�'HFHPEHU����������

5HYHQXH

5HYHQXH�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������LQFUHDVHG�E\��������������RU������IURP�WKH�SULRU�\HDU���&KDQJHV�LQ�
IRUHLJQ� FXUUHQF\� H[FKDQJH� UDWHV� GLG� QRW� KDYH� D�PDWHULDO� LPSDFW� RQ� UHYHQXH�� 5HYHQXH� IURP� IDFWRU\� DXWRPDWLRQ�
FXVWRPHUV�LQFUHDVHG�E\��������������RU������ZKLOH�UHYHQXH�IURP�VHPLFRQGXFWRU�DQG�HOHFWURQLFV�FDSLWDO�HTXLSPHQW�
PDQXIDFWXUHUV��ZKLFK�UHSUHVHQWHG�RQO\����RI�UHYHQXH�LQ������DQG����RI�UHYHQXH�LQ�������GHFUHDVHG�E\�����������
RU�����IURP�WKH�SULRU�\HDU���

7KH�LQFUHDVH�LQ�IDFWRU\�DXWRPDWLRQ�UHYHQXH�ZDV�GXH�LQ�SDUW�WR�KLJKHU�UHYHQXH�IURP�D�PDWHULDO�FXVWRPHU�LQ�WKH�FRQVXPHU�
HOHFWURQLFV�LQGXVWU\���5HYHQXH�IURP�DOO�RWKHU�IDFWRU\�DXWRPDWLRQ�FXVWRPHUV�LQFUHDVHG�IURP�WKH�SULRU�\HDU�E\�����GXH�
WR�D�KLJKHU�YROXPH�RI�PDFKLQH�YLVLRQ�SURGXFWV�VROG���7KLV�LQFUHDVH�IURP�DOO�RWKHU�IDFWRU\�DXWRPDWLRQ�FXVWRPHUV�FDPH�
IURP�DOO�PDMRU�UHJLRQV��LQFOXGLQJ�D�����LQFUHDVH�IURP�FXVWRPHUV�EDVHG�LQ�WKH�$PHULFDV��D�����LQFUHDVH�IURP�FXVWRPHUV�
EDVHG�LQ�(XURSH��DQG�D�����LQFUHDVH�IURP�FXVWRPHUV�EDVHG�LQ�$VLD�

*URVV�0DUJLQ

*URVV�PDUJLQ�DV�D�SHUFHQWDJH�RI�UHYHQXH�ZDV�����LQ������FRPSDUHG�WR�����LQ��������7KH�LQFUHDVH�LQ�JURVV�PDUJLQ�
ZDV�GXH�SULPDULO\�WR�WKH�IDYRUDEOH�LPSDFW�RI�PDWHULDO�FRVW�UHGXFWLRQV�DQG�YROXPH�SXUFKDVLQJ��DV�ZHOO�DV�PDQXIDFWXULQJ�
HIILFLHQFLHV�DFKLHYHG�IURP�D�KLJKHU�UHYHQXH�OHYHO�DV�IL[HG�PDQXIDFWXULQJ�FRVWV�ZHUH�VSUHDG�RYHU�D�ODUJHU�UHYHQXH�
EDVH���7KHVH�LQFUHDVHV�ZHUH�SDUWLDOO\�RIIVHW�E\�D�WUHQG�WRZDUG�KLJKHU�KDUGZDUH�FRQWHQW�LQ�RXU�SURGXFW�VDOHV�DV�ZH�
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PRYH�DZD\�IURP�VRIWZDUH�RQO\�VROXWLRQV��KLJKHU�LQYHQWRU\�FKDUJHV��DQG�DQ�LQFUHDVHG�OHYHO�RI�SURMHFWV�LQ�WKH�ORJLVWLFV�
LQGXVWU\�WKDW�UHTXLUH�LQVWDOODWLRQ�VHUYLFHV�ZLWK�ORZHU�PDUJLQV���

2SHUDWLQJ�([SHQVHV

5HVHDUFK��'HYHORSPHQW��DQG�(QJLQHHULQJ�([SHQVHV

5HVHDUFK��GHYHORSPHQW��DQG�HQJLQHHULQJ��5'	(��H[SHQVHV�LQ������LQFUHDVHG�E\�������������RU������IURP�WKH�SULRU�
\HDU�DV�GHWDLOHG�LQ�WKH�WDEOH�EHORZ��LQ�WKRXVDQGV��

5'	(�H[SHQVHV�LQ����� � ������

3HUVRQQHO�UHODWHG�FRVWV �����

,QFHQWLYH�FRPSHQVDWLRQ�SODQV �����

6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH �����

2WKHU ���

5'	(�H[SHQVHV�LQ����� � ������

5'	(�H[SHQVHV� LQFUHDVHG�GXH� WR�KLJKHU�SHUVRQQHO�UHODWHG� FRVWV� UHVXOWLQJ�SULPDULO\� IURP�KHDGFRXQW�DGGLWLRQV� WR�
VXSSRUW�QHZ�SURGXFW�LQLWLDWLYHV�DQG�WKH�KLJKHU�EXVLQHVV�OHYHO�� 7KHVH�KHDGFRXQW�DGGLWLRQV�LQFOXGHG�HQJLQHHULQJ�WDOHQW�
IURP�IRXU�EXVLQHVV�DFTXLVLWLRQV�FRPSOHWHG�LQ�WKH�ODVW�IHZ�PRQWKV�RI������WKDW�DUH�H[SHFWHG�WR�KHOS�DFFHOHUDWH�WKH�
GHYHORSPHQW�RI�IXWXUH�SURGXFWV�� ,Q�DGGLWLRQ��KLJKHU�LQFHQWLYH�FRPSHQVDWLRQ�SODQ�DFFUXDOV�ZHUH�UHFRUGHG�LQ������DV�
D�UHVXOW�RI�KLJKHU�DFKLHYHPHQW�OHYHOV�EDVHG�XSRQ�WKH�&RPSDQ\
V�SHUIRUPDQFH�� 6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�
ZDV�DOVR�KLJKHU�WKDQ�WKH�SULRU�\HDU��

6HOOLQJ��*HQHUDO��DQG�$GPLQLVWUDWLYH�([SHQVHV

6HOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH��6*	$��H[SHQVHV�LQ������ LQFUHDVHG�E\�������������RU�����IURP�WKH�SULRU�\HDU�
DV�GHWDLOHG�LQ�WKH�WDEOH�EHORZ��LQ�WKRXVDQGV���

6*	$�H[SHQVHV�LQ����� � �������

,QFHQWLYH�FRPSHQVDWLRQ�SODQV �����

3HUVRQQHO�UHODWHG�FRVWV �����

6DOHV�GHPRQVWUDWLRQ�HTXLSPHQW �����

'HSUHFLDWLRQ�H[SHQVH �����

0LFURVFDQ�OHJDO�IHHV�DQG�VHWWOHPHQW �������

2WKHU �����

6*	$�H[SHQVHV�LQ����� � �������

6*	$H[SHQVHV�LQFUHDVHG�GXH�WR�KLJKHU�LQFHQWLYH�FRPSHQVDWLRQ�SODQ�DFFUXDOV��LQFOXGLQJ�VDOHV�FRPPLVVLRQ�SODQV�DQG�
ERQXV�SODQV�DV�D�UHVXOW�RI�KLJKHU�DFKLHYHPHQW�OHYHOV�EDVHG�XSRQ�WKH�&RPSDQ\
V�SHUIRUPDQFH�� ,Q�DGGLWLRQ��SHUVRQQHO�
UHODWHG�FRVWV�ZHUH�KLJKHU�LQ������UHVXOWLQJ�IURP�KHDGFRXQW�DGGLWLRQV��SULQFLSDOO\�VDOHV�SHUVRQQHO�� 7KH�&RPSDQ\�DOVR�
LQFUHDVHG�LWV�VSHQGLQJ�RQ�VDOHV�GHPRQVWUDWLRQ�HTXLSPHQW�UHODWHG�WR�QHZ�SURGXFWV�DQG�LQFXUUHG�KLJKHU�GHSUHFLDWLRQ�
H[SHQVH�UHODWHG�SULPDULO\�WR�LQIRUPDWLRQ�WHFKQRORJ\�DQG�IDFLOLWLHV�LQYHVWPHQWV�� 2IIVHWWLQJ�WKHVH�LQFUHDVHV�ZDV�WKH�
VHWWOHPHQW�RI�SDWHQW� OLWLJDWLRQ�DFWLRQV�ZLWK�0LFURVFDQ�6\VWHPV��,QF�� LQ������� 7KH�FRPSDQ\�UHFRUGHG�OHJDO� IHHV�RI�
�����������DQG�D�VHWWOHPHQW�H[SHQVH�RI������������UHODWHG�WR�WKHVH�DFWLRQV�LQ������

1RQ�RSHUDWLQJ�,QFRPH��([SHQVH�

7KH�&RPSDQ\�UHFRUGHG�IRUHLJQ�FXUUHQF\�JDLQV�RI����������LQ������DQG������������LQ������� 7KH�IRUHLJQ�FXUUHQF\�
JDLQV�LQ�HDFK�SHULRG�UHVXOWHG�SULPDULO\�IURP�WKH�UHYDOXDWLRQ�DQG�VHWWOHPHQW�RI�DFFRXQWV�UHFHLYDEOH��DFFRXQWV�SD\DEOH��
DQG�LQWHUFRPSDQ\�EDODQFHV�WKDW�DUH�UHSRUWHG�LQ�RQH�FXUUHQF\�DQG�FROOHFWHG�LQ�DQRWKHU�

,QYHVWPHQW�LQFRPH�LQFUHDVHG�E\�������������RU������IURP�WKH�SULRU�\HDU�� ,Q�������WKH�&RPSDQ\�UHFHLYHG������������
LQ�FDVK�GLVWULEXWLRQV�IURP�LWV�OLPLWHG�SDUWQHUVKLS�LQYHVWPHQW��RI�ZKLFK����������ZDV�DFFRXQWHG�IRU�DV�D�UHWXUQ�RI�FDSLWDO��
UHGXFLQJ�WKH�FDUU\LQJ�YDOXH�RI�WKLV�LQYHVWPHQW�WR�]HUR��ZLWK�WKH�UHPDLQLQJ������������UHFRUGHG�DV�LQYHVWPHQW�LQFRPH��
)XWXUH�GLVWULEXWLRQV�ZLOO�EH�UHFRUGHG�DV�LQYHVWPHQW�LQFRPH�DV�WKH\�RFFXU��7KH�UHPDLQLQJ�LQFUHDVH�LQ�LQYHVWPHQW�LQFRPH�
ZDV�GXH� WR� LQFUHDVHG� IXQGV�DYDLODEOH� IRU� LQYHVWPHQW��DV�ZHOO�DV�KLJKHU�\LHOGV�RQ� WKH�&RPSDQ\
V�SRUWIROLR�RI�GHEW�
VHFXULWLHV��

7KH�&RPSDQ\�UHFRUGHG�RWKHU�LQFRPH�RI����������LQ������DQG����������LQ������� 2WKHU�LQFRPH�LQFOXGHG�D�EHQHILW�RI�
���������LQ������DQG����������LQ������UHVXOWLQJ�IURP�D�GHFUHDVH�LQ�WKH�IDLU�YDOXH�RI�WKH�FRQWLQJHQW�FRQVLGHUDWLRQ�
OLDELOLW\�WKDW�DURVH�IURP�D������EXVLQHVV�DFTXLVLWLRQ��UHIHU�WR�1RWH����WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�LQ�3DUW�
,,���,WHP���RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�IXUWKHU�LQIRUPDWLRQ���2WKHU�LQFRPH�DOVR�LQFOXGHG�D�IRUHLJQ�JRYHUQPHQW�
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VXEVLG\�RI����������LQ������DQG����������LQ��������,Q�DGGLWLRQ��RWKHU�LQFRPH��H[SHQVH��LQFOXGHG�UHQWDO�LQFRPH��QHW�
RI�DVVRFLDWHG�H[SHQVHV��IURP�OHDVLQJ�VSDFH�LQ�EXLOGLQJV�DGMDFHQW�WR�WKH�&RPSDQ\µV�FRUSRUDWH�KHDGTXDUWHUV���5HQWDO�
H[SHQVHV�GHFOLQHG�IURP�WKH�SULRU�\HDU��ZKLOH�UHQWDO�LQFRPH�ZDV�UHODWLYHO\�IODW��

,QFRPH�7D[�([SHQVH

7KH�&RPSDQ\µV�HIIHFWLYH�WD[�UDWH�ZDV�����RI�WKH�&RPSDQ\µV�SUH�WD[�LQFRPH�LQ������FRPSDUHG�WR�����LQ������

7KH�HIIHFWLYH�WD[�UDWH�IRU������LQFOXGHG�D�GHFUHDVH�LQ�WD[�H[SHQVH�RI�������������IURP�WKH�H[FHVV�WD[�EHQHILW�DULVLQJ�
IURP�WKH�GLIIHUHQFHEHWZHHQ�WKH�GHGXFWLRQ�IRU�WD[�SXUSRVHV�DQG�WKH�FRPSHQVDWLRQ�FRVW�UHFRJQL]HG�IRU�ILQDQFLDO�UHSRUWLQJ�
SXUSRVHV� IURP� VWRFN� RSWLRQ� H[HUFLVHV�� ,Q� ������ WKH� &RPSDQ\� DGRSWHG�$FFRXQWLQJ� 6WDQGDUGV� 8SGDWH� ���������
�,PSURYHPHQWV� WR� (PSOR\HH� 6KDUH�%DVHG� 3D\PHQW�$FFRXQWLQJ��� ZKLFK� ZDV� LVVXHG� E\� WKH� )LQDQFLDO�$FFRXQWLQJ�
6WDQGDUGV�%RDUG�LQ�0DUFK��������7KLV�8SGDWH�UHTXLUHV�H[FHVV�WD[�EHQHILWV�WR�EH�UHFRJQL]HG�DV�LQFRPH�WD[�EHQHILW�LQ�
WKH�LQFRPH�VWDWHPHQW���3UHYLRXV�JXLGDQFH�UHTXLUHG�H[FHVV�WD[�EHQHILWV�WR�EH�UHFRJQL]HG�DV�DGGLWLRQDO�SDLG�LQ�FDSLWDO�
LQ�VKDUHKROGHUV
�HTXLW\�RQ�WKH�EDODQFH�VKHHW���7KH�HIIHFWLYH�WD[�UDWH�IRU������DOVR�LQFOXGHG�WKH�LPSDFW�RI�WKH�IROORZLQJ�
DGGLWLRQDO�GLVFUHWH�WD[�HYHQWV������D�GHFUHDVH�LQ�WD[�H[SHQVH�RI����������IURP�WKH�H[SLUDWLRQ�RI�WKH�VWDWXWHV�RI�OLPLWDWLRQV�
IRU�FHUWDLQ�UHVHUYHV�IRU�LQFRPH�WD[�XQFHUWDLQWLHV������D�GHFUHDVH�LQ�WD[�H[SHQVH�RI����������IURP�WKH�ILQDO�WUXH�XS�RI�
WKH�SULRU�\HDU
V�WD[�DFFUXDO�XSRQ�ILOLQJ�WKH�DFWXDO�WD[�UHWXUQV������DQ�LQFUHDVH�LQ�WD[�H[SHQVH�RI����������IURP�D����
ZLWKKROGLQJ�WD[�WULJJHUHG�E\�WKH�PRYHPHQW�RI�LQWHOOHFWXDO�SURSHUW\�SXUFKDVHG�DV�SDUW�RI�D�IRUHLJQ�EXVLQHVV�DFTXLVLWLRQ��
DQG�����DQ�LQFUHDVH�LQ�WD[�H[SHQVH�RI������������IURP�WKH�ZULWH�RII�RI�D�GHIHUUHG�WD[�DVVHW�UHODWHG�WR�IRUHLJQ�EUDQFKHV�
UHVXOWLQJ�IURP�DQ�,56�UXOH�FKDQJH��

7KH�HIIHFWLYH�WD[�UDWH�IRU������LQFOXGHG�WKH�LPSDFW�RI�WKH�IROORZLQJ�GLVFUHWH�WD[�HYHQWV������D�GHFUHDVH�LQ�WD[�H[SHQVH�
RI������������IURP�WKH�ILQDO�WUXH�XS�RI�WKH�SULRU�\HDUµV�WD[�DFFUXDO�XSRQ�ILOLQJ�WKH�DFWXDO�WD[�UHWXUQV������D�GHFUHDVH�LQ�
WD[�H[SHQVH�RI����������IURP�WKH�H[SLUDWLRQ�RI�VWDWXWHV�RI�OLPLWDWLRQV�IRU�FHUWDLQ�UHVHUYHV�IRU�LQFRPH�WD[�XQFHUWDLQWLHV��
��� D�GHFUHDVH�LQ�WD[�H[SHQVH��QHW�RI�UHVHUYHV��RI����������IURP�WKH�UHWURDFWLYH�DSSOLFDWLRQ�RI�WKH������UHVHDUFK�DQG
GHYHORSPHQW�WD[�FUHGLW�SDVVHG�E\�&RQJUHVV�LQ�'HFHPEHU������DQG�DSSOLHG�UHWURDFWLYHO\�WR�-DQXDU\����������DQG����
DQ�LQFUHDVH�LQ�WD[�H[SHQVH�RI���������IURP�WKH�ZULWH�GRZQ�RI�D�GHIHUUHG�WD[�DVVHW�

([FOXGLQJ�WKH�LPSDFW�RI�WKHVH�GLVFUHWH�WD[�HYHQWV��WKH�&RPSDQ\µV�HIIHFWLYH�WD[�UDWH�ZDV�����LQ�ERWK������DQG�������
7KH�PDMRULW\�RI�LQFRPH�HDUQHG�RXWVLGH�RI�WKH�8QLWHG�6WDWHV�LV�LQGHILQLWHO\�UHLQYHVWHG�WR�SURYLGH�IXQGV�IRU�LQWHUQDWLRQDO�
H[SDQVLRQ���7KH�&RPSDQ\�LV�WD[�UHVLGHQW�LQ�QXPHURXV�MXULVGLFWLRQV�DURXQG�WKH�ZRUOG�DQG�KDV�LGHQWLILHG�LWV�PDMRU�WD[�
MXULVGLFWLRQV�DV�WKH�8QLWHG�6WDWHV��,UHODQG�DQG�&KLQD���7KH�VWDWXWRU\�WD[�UDWH�LV�������LQ�,UHODQG�DQG�����LQ�&KLQD��
FRPSDUHG�WR�WKH�8�6��IHGHUDO�VWDWXWRU\�FRUSRUDWH�WD[�UDWH�RI������ ,QWHUQDWLRQDO�ULJKWV�WR�FHUWDLQ�RI�WKH�&RPSDQ\µV�
LQWHOOHFWXDO�SURSHUW\�DUH�KHOG�E\�D�VXEVLGLDU\�ZKRVH�OHJDO�MXULVGLFWLRQ�GRHV�QRW�WD[�WKLV�LQFRPH��UHVXOWLQJ�LQ�D�IRUHLJQ�
HIIHFWLYH�WD[�UDWH�ORZHU�WKDQ�WKH�DERYH�PHQWLRQHG�VWDWXWRU\�UDWHV�

'LVFRQWLQXHG�2SHUDWLRQV

2Q�-XO\����������WKH�&RPSDQ\�FRPSOHWHG�WKH�VDOH�RI�LWV�6XUIDFH�,QVSHFWLRQ�6\VWHPV�'LYLVLRQ��6,6'��WKDW�VSHFLDOL]HG�
LQ�PDFKLQH�YLVLRQ�SURGXFWV�WKDW�LQVSHFW�WKH�VXUIDFHV�RI�PDWHULDOV�SURFHVVHG�LQ�D�FRQWLQXRXV�IDVKLRQ���7KH�ILQDQFLDO�
UHVXOWV�RI�6,6'�DUH�UHSRUWHG�DV�D�GLVFRQWLQXHG�RSHUDWLRQ�IRU�DOO�SHULRGV�SUHVHQWHG��1HW�ORVV�IURP�GLVFRQWLQXHG�RSHUDWLRQV�
ZDV����������LQ������FRPSDUHG�WR�QHW�LQFRPH�RI�������������LQ��������1HW�LQFRPH�LQ������LQFOXGHG�D�JDLQ�RQ�WKH�
VDOH�RI�6,6'��QHW�RI�WD[��RI���������������5HIHU�WR�1RWH����WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�LQ�3DUW�,,���,WHP�
��RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�IXUWKHU�LQIRUPDWLRQ�

$�ELQGLQJ�DUELWUDWLRQ�ZDV�FRQFOXGHG�LQ�WKH�VHFRQG�TXDUWHU�RI������ZLWK�UHVSHFW�WR�FHUWDLQ�SURGXFW�SHUIRUPDQFH�FODLPV�
PDGH�E\�DQ�6,6'�FXVWRPHU��IRU�ZKLFK�WKH�&RPSDQ\�UHPDLQHG�UHVSRQVLEOH�XQGHU�WKH�LQGHPQLW\�SURYLVLRQV�RI�WKH�VDOH�
WUDQVDFWLRQ�� ,Q� WKDW�SURFHHGLQJ�� WKH� WULEXQDO�RUGHUHG� WKH�&RPSDQ\� WR�SD\� WKH�FXVWRPHU�DSSUR[LPDWHO\�����������
SULPDULO\�UHSUHVHQWLQJ�D�UHIXQG�RI� WKH�SURGXFW�SXUFKDVH�SULFH�� 7KH�WULEXQDO�DOVR�RUGHUHG�WKH�FXVWRPHU� WR�SD\�WKH�
&RPSDQ\�DSSUR[LPDWHO\����������SULPDULO\�UHSUHVHQWLQJ�UHLPEXUVHPHQW�RI�OHJDO�IHHV��7KH�QHW�VHWWOHPHQW�RI����������
ZDV�UHFRUGHG�LQ�GLVFRQWLQXHG�RSHUDWLRQV�LQ�������DORQJ�ZLWK����������RI�OHJDO�IHHV���7KH�WD[�EHQHILW�UHODWHG�WR�WKLV�
H[SHQVH�ZDV�����������UHVXOWLQJ�LQ�D�QHW�ORVV�IURP�GLVFRQWLQXHG�RSHUDWLRQV�RI����������

/,48,',7<�$1'�&$3,7$/�5(6285&(6

7KH�&RPSDQ\�KDV�KLVWRULFDOO\�EHHQ�DEOH�WR�JHQHUDWH�SRVLWLYH�FDVK�IORZ�IURP�RSHUDWLRQV��ZKLFK�KDV�IXQGHG�LWV�RSHUDWLQJ�
DFWLYLWLHV� DQG� RWKHU� FDVK� UHTXLUHPHQWV� DQG� KDV� UHVXOWHG� LQ� DQ� DFFXPXODWHG� FDVK� DQG� LQYHVWPHQW� EDODQFH� RI�
������������� DV� RI� 'HFHPEHU����� ����� 7KH� &RPSDQ\� KDV� HVWDEOLVKHG� JXLGHOLQHV� UHODWLYH� WR� FUHGLW� UDWLQJV��
GLYHUVLILFDWLRQ��DQG�PDWXULWLHV�RI�LWV�LQYHVWPHQWV�WKDW�PDLQWDLQ�OLTXLGLW\�

7KH�&RPSDQ\µV�FDVK�UHTXLUHPHQWV�LQ������ZHUH�PHW�ZLWK�SRVLWLYH�FDVK�IORZV�IURP�RSHUDWLRQV��LQYHVWPHQW�PDWXULWLHV��
DQG� WKH� SURFHHGV� IURP� VWRFN� RSWLRQ� H[HUFLVHV�� &DVK� UHTXLUHPHQWV� FRQVLVWHG� RI� RSHUDWLQJ� DFWLYLWLHV�� LQYHVWPHQW�
SXUFKDVHV��WKH�UHSXUFKDVH�RI�FRPPRQ�VWRFN��WKH�SD\PHQW�RI�GLYLGHQGV��FDVK�SDLG�IRU�EXVLQHVV�DFTXLVLWLRQV��DQG�FDSLWDO�
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H[SHQGLWXUHV���:RUNLQJ�FDSLWDO�UHTXLUHPHQWV�LQFOXGHG�D�VLJQLILFDQW�LQFUHDVH�LQ�DFFRXQWV�UHFHLYDEOH�UHVXOWLQJ�IURP�WKH�
KLJKHU�EXVLQHVV�OHYHO�DQG�WKH�WLPLQJ�RI�LQYRLFLQJ�IRU�D�PDWHULDO�FXVWRPHU��DV�ZHOO�DV�D�VLJQLILFDQW�LQFUHDVH�LQ�LQYHQWRULHV�
WR�VXSSRUW�WKH�KLJKHU�EXVLQHVV�OHYHO�DQG�EXLOG�VDIHW\�VWRFN�LQ�DGYDQFH�RI�WKH�&RPSDQ\
V�(QWHUSULVH�5HVRXUFH�3ODQQLQJ�
�(53��V\VWHP�LPSOHPHQWDWLRQ�DQG�WR�PLWLJDWH�WKH�&RPSDQ\
V�H[SRVXUH�WR�VLJQLILFDQW�LQFUHDVHV�LQ�GHPDQG�VLPLODU�WR�
ZKDW�LW�H[SHULHQFHG�LQ��������

&DSLWDO�H[SHQGLWXUHV�LQ������WRWDOHG�������������DQG�FRQVLVWHG�SULPDULO\�RI�FRPSXWHU�KDUGZDUH�DQG�VRIWZDUH��LQFOXGLQJ�
WKH�(53 V\VWHP� UHIHUUHG� WR� LQ� WKH�VXEVHTXHQW�SDUDJUDSK���PDQXIDFWXULQJ� WHVW�HTXLSPHQW� UHODWHG� WR�QHZ�SURGXFW�
LQWURGXFWLRQV��DQG�LPSURYHPHQWV�PDGH�WR�WKH�&RPSDQ\µV�KHDGTXDUWHUV�EXLOGLQJ�LQ�1DWLFN��0DVVDFKXVHWWV��DQG�WKH�
&RPSDQ\
V�GLVWULEXWLRQ�FHQWHU�LQ�&RUN��,UHODQG�

,Q�������FDVK�RXWIORZV�UHODWHG�WR�WKH�SUHOLPLQDU\�SURMHFW�DQG�DSSOLFDWLRQ�GHYHORSPHQW�DFWLYLWLHV�IRU�D�QHZ�(53�V\VWHP�
WRWDOHG��������������FRQVLVWLQJ�RI������������RI�H[WHUQDO�GLUHFW�FRVWV�IRU�RXWVLGH�VHUYLFHV�DQG������������RI�LQWHUQDO�
SHUVRQQHO�UHODWHG�FRVWV�IRU�HPSOR\HHV�DVVLJQHG�WR�WKLV�SURMHFW��ERWK�RI�ZKLFK�ZHUH�H[SHQVHG��DQG������������RI�FDSLWDO�
H[SHQGLWXUHV�� $V�RI�WKH�GDWH�RI�WKLV�UHSRUW��WKH�&RPSDQ\�H[SHFWV�WKH�FDSLWDOL]HG�VRIWZDUH�WR�EH�SODFHG�LQWR�VHUYLFH�LQ�
WKH�VHFRQG�TXDUWHU�RI������

7KH�7D[�&XWV�DQG�-REV�$FW�ZDV�VLJQHG�LQWR�ODZ�RQ�'HFHPEHU�����������DQG�DV�D�UHVXOW��WKH�&RPSDQ\�KDV�UHFRUGHG�
D�RQH�WLPH�HVWLPDWHG�WUDQVLWLRQ�WD[�RQ�XQUHSDWULDWHG�IRUHLJQ�HDUQLQJV�RI��������������LQ��������7KH�&RPSDQ\�KDV�
RIIVHW�WKLV�H[SHQVH�ZLWK�QHW�RSHUDWLQJ�ORVVHV�DQG�WD[�SUHSD\PHQWV�UHVXOWLQJ�LQ�D�QHW�HVWLPDWHG�OLDELOLW\�RI��������������
ZKLFK�LV�SD\DEOH�RYHU�HLJKW�\HDUV�EHJLQQLQJ�LQ�������

7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� WKH� &RPSDQ\µV� PDWHULDO� FRQWUDFWXDO� REOLJDWLRQV�� ERWK� IL[HG� DQG� FRQWLQJHQW� �LQ�
WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����

,QYHQWRU\
3XUFKDVH

&RPPLWPHQWV /HDVHV 7RWDO

���� � ����� � ����� � ������

���� ± ����� �����

���� ± ����� �����

���� ± ����� �����

���� ± ����� �����

7KHUHDIWHU ± ��� ���

� ����� � ������ � ������

,Q�DGGLWLRQ�WR�WKH�REOLJDWLRQV�GHVFULEHG�DERYH��WKH�IROORZLQJ�LWHPV�PD\�DOVR�UHVXOW�LQ�IXWXUH�PDWHULDO�XVHV�RI�FDVK�

6WRFN�5HSXUFKDVHV

,Q�1RYHPEHU�������WKH�&RPSDQ\
V�%RDUG�RI�'LUHFWRUV�DXWKRUL]HG�WKH�UHSXUFKDVH�RI��������������RI�WKH�&RPSDQ\
V�
FRPPRQ�VWRFN�� $V�RI�'HFHPEHU�����������WKH�&RPSDQ\�UHSXUFKDVHG�����������VKDUHV�DW�D�FRVW�RI��������������
XQGHU� WKLV�SURJUDP�� LQFOXGLQJ�����������VKDUHV�DW�D�FRVW�RI������������� LQ������� 6WRFN� UHSXUFKDVHV�XQGHU� WKLV�
1RYHPEHU������SURJUDP�DUH�QRZ�FRPSOHWH��,Q�$SULO�������WKH�&RPSDQ\
V�%RDUG�RI�'LUHFWRUV�DXWKRUL]HG�WKH�UHSXUFKDVH�
RI�DQ�DGGLWLRQDO��������������RI�WKH�&RPSDQ\
V�FRPPRQ�VWRFN��$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�UHSXUFKDVHG�
��������VKDUHV�DW�D�FRVW�RI�������������XQGHU�WKLV�SURJUDP��OHDYLQJ�D�UHPDLQLQJ�DXWKRUL]HG�EDODQFH�RI��������������
7RWDO�VWRFN�UHSXUFKDVHV�LQ������DPRXQWHG�WR���������������7KH�&RPSDQ\�PD\�UHSXUFKDVH�VKDUHV�XQGHU�WKLV�SURJUDP�
LQ�IXWXUH�SHULRGV�GHSHQGLQJ�RQ�D�YDULHW\�RI�IDFWRUV��LQFOXGLQJ��DPRQJ�RWKHU�WKLQJV��WKH�LPSDFW�RI�GLOXWLRQ�IURP�HPSOR\HH�
VWRFN�RSWLRQV��VWRFN�SULFH��VKDUH�DYDLODELOLW\��DQG�FDVK�UHTXLUHPHQWV�

'LYLGHQGV

7KH�&RPSDQ\µV�%RDUG�RI�'LUHFWRUV�GHFODUHG�DQG�SDLG�FDVK�GLYLGHQGV�RI���������SHU�VKDUH�LQ�WKH�ILUVW�TXDUWHU�RI�������
��������SHU�VKDUH�LQ�WKH�VHFRQG�DQG�WKLUG�TXDUWHUV�RI�������DQG���������SHU�VKDUH�LQ�WKH�IRXUWK�TXDUWHU�RI������� 7RWDO�
FDVK�GLYLGHQGV�SDLG� LQ������DPRXQWHG�WR�������������� )XWXUH�GLYLGHQGV�ZLOO�EH�GHFODUHG�DW� WKH�GLVFUHWLRQ�RI� WKH�
&RPSDQ\
V�%RDUG�RI�'LUHFWRUV�DQG�ZLOO�GHSHQG�XSRQ�VXFK�IDFWRUV�DV�WKH�%RDUG�GHHPV�UHOHYDQW��LQFOXGLQJ��DPRQJ�RWKHU�
WKLQJV��WKH�&RPSDQ\
V�DELOLW\�WR�JHQHUDWH�SRVLWLYH�FDVK�IORZ�IURP�RSHUDWLRQV�



��

$FTXLVLWLRQV

7KH�&RPSDQ\µV EXVLQHVV�VWUDWHJ\�LQFOXGHV�VHOHFWLYH�H[SDQVLRQ�LQWR�QHZ�PDFKLQH�YLVLRQ�PDUNHWV�DQG�DSSOLFDWLRQV�
WKURXJK�WKH�DFTXLVLWLRQ�RI�EXVLQHVVHV�DQG�WHFKQRORJLHV���7KH�&RPSDQ\�KDV�FRPSOHWHG�VHYHQ�EXVLQHVV�DFTXLVLWLRQV�
VLQFH�$XJXVW�������QRQH�RI�ZKLFK�DUH�VLJQLILFDQW�LQGLYLGXDOO\�RU�LQ�WKH�DJJUHJDWH�WR�WKH�&RPSDQ\
V�ILQDQFLDO�SRVLWLRQV�
RU�RSHUDWLQJ�UHVXOWV��&HUWDLQ�RI�WKHVH�DFTXLVLWLRQV�KDYH�FRQWUDFWXDO�REOLJDWLRQV�IRU�GHIHUUHG�FDVK�SD\PHQWV��FRQWLQJHQW�
FDVK�SD\PHQWV� WLHG� WR�SHUIRUPDQFH��DQG�VSHFLDO� LQFHQWLYH�FDVK�SD\PHQWV� WLHG� WR�HPSOR\PHQW��QRQH�RI�ZKLFK�DUH�
PDWHULDOO\�LQGLYLGXDOO\�RU�LQ�WKH�DJJUHJDWH�WR�WKH�&RPSDQ\
V�FDVK�IORZV�

2Q�$SULO����������WKH�&RPSDQ\�DFTXLUHG�DOO�RI�WKH�RXWVWDQGLQJ�VKDUHV�RI�9L'L�6\VWHPV��6�$���D�SULYDWHO\�KHOG�YLVLRQ�
VRIWZDUH� FRPSDQ\� EDVHG� LQ� 6ZLW]HUODQG�� 7KH� WRWDO� SXUFKDVH� SULFH� RI� ������������ LQFOXGHG� FDVK� SD\PHQW� RI�
������������LQ�������ZLWK�WKH�UHPDLQLQJ�������������UHSUHVHQWLQJ�D�KROGEDFN�WR�VHFXUH�SRWHQWLDO�FODLPV�XQGHU�WKH�
DJUHHPHQW��H[SHFWHG�WR�EH�SDLG�LQ�WKH�IRXUWK�TXDUWHU�RI������

2Q�$SULO�����������WKH�&RPSDQ\�DFTXLUHG�VHOHFWHG�DVVHWV�DQG�DVVXPHG�VHOHFWHG�OLDELOLWLHV�RI�*9L�9HQWXUHV��,QF���D�
SULYDWHO\�KHOG�PDNHU�RI�SUH�FRQILJXUHG�YLVLRQ�VROXWLRQV�IRU�FRPPRQ�DXWRPRWLYH�DSSOLFDWLRQV�EDVHG�LQ�WKH�8QLWHG�6WDWHV��
7KH�WRWDO�SXUFKDVH�SULFH�RI������������LQFOXGHG�FDVK�SD\PHQW�RI������������LQ������DQG�FRQWLQJHQW�FRQVLGHUDWLRQ��
YDOXHG�DW������������DV�RI�WKH�DFTXLVLWLRQ�GDWH��WR�EH�SDLG�RXW�RYHU�ILYH�\HDUV���7KH�XQGLVFRXQWHG�SRWHQWLDO�RXWFRPHV�
UHODWHG�WR�WKH�FRQWLQJHQW�FRQVLGHUDWLRQ�UDQJH�IURP����WR��������������$V�RI�'HFHPEHU�����������WKH�IDLU�YDOXH�RI�WKH�
FRQWLQJHQW�FRQVLGHUDWLRQ�ZDV������������

7KH�&RPSDQ\�EHOLHYHV�WKDW�LWV�H[LVWLQJ�FDVK�DQG�LQYHVWPHQW�EDODQFHV��WRJHWKHU�ZLWK�FDVK�IORZ�IURP�RSHUDWLRQV��ZLOO�
EH�VXIILFLHQW�WR�PHHW�LWV�RSHUDWLQJ��LQYHVWLQJ��DQG�ILQDQFLQJ�DFWLYLWLHV�IRU�WKH�QH[W�WZHOYH�PRQWKV���$V�RI�'HFHPEHU�����
������WKH�&RPSDQ\�KDG��������������LQ�FDVK�DQG�LQYHVWPHQWV���,Q�DGGLWLRQ��&RJQH[�KDV�QR�ORQJ�WHUP�GHEW�DQG�GRHV�
QRW�DQWLFLSDWH�QHHGLQJ�GHEW�ILQDQFLQJ�LQ�WKH�QHDU�IXWXUH�� :H EHOLHYH�WKDW�RXU�VWURQJ�FDVK�SRVLWLRQ�KDV�SXW�XV�LQ�D�
UHODWLYHO\�JRRG�SRVLWLRQ�ZLWK�UHVSHFW�WR�RXU�ORQJHU�WHUP�OLTXLGLW\�QHHGV�

2))�%$/$1&(�6+((7�$55$1*(0(176

$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�KDV�QR�RII�EDODQFH�VKHHW�DUUDQJHPHQWV�DV�GHILQHG�LQ�,WHP�����D�����LL��RI�
5HJXODWLRQ�6�.�

&5,7,&$/�$&&2817,1*�32/,&,(6�$1'�(67,0$7(6

2XU� GLVFXVVLRQ� DQG� DQDO\VLV� RI� WKH�&RPSDQ\µV ILQDQFLDO� FRQGLWLRQ� DQG� UHVXOWV� RI� RSHUDWLRQV� DUH� EDVHG� XSRQ� WKH�
FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� LQFOXGHG� LQ� WKLV�$QQXDO� 5HSRUW� RQ� )RUP� ���.�� ZKLFK� KDYH� EHHQ� SUHSDUHG� LQ�
DFFRUGDQFH�ZLWK�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG LQ�WKH�8QLWHG 6WDWHV���7KH SUHSDUDWLRQ�RI�WKHVH�ILQDQFLDO�
VWDWHPHQWV� UHTXLUHV�PDQDJHPHQW� WR�PDNH� HVWLPDWHV� DQG� MXGJPHQWV� WKDW� DIIHFW WKH� UHSRUWHG� DPRXQWV� RI� DVVHWV��
OLDELOLWLHV��UHYHQXH��DQG�H[SHQVHV��DQG�UHODWHG�GLVFORVXUH�RI�FRQWLQJHQW�DVVHWV�DQG�OLDELOLWLHV���:H�EDVH�RXU�HVWLPDWHV�
RQ�KLVWRULFDO�H[SHULHQFH�DQG�YDULRXV�RWKHU�DVVXPSWLRQV�EHOLHYHG�WR�EH�UHDVRQDEOH�XQGHU�WKH�FLUFXPVWDQFHV��WKH�UHVXOWV�
RI�ZKLFK�IRUP�WKH�EDVLV�IRU�PDNLQJ�MXGJPHQWV�DERXW�WKH�FDUU\LQJ�YDOXHV�RI�DVVHWV�DQG�OLDELOLWLHV�WKDW�DUH�QRW�UHDGLO\�
DSSDUHQW� IURP� RWKHU� VRXUFHV�� $FWXDO� UHVXOWV� FRXOG� GLIIHU IURP� WKHVH� HVWLPDWHV� XQGHU� GLIIHUHQW DVVXPSWLRQV� RU�
FLUFXPVWDQFHV�UHVXOWLQJ�LQ�FKDUJHV�WKDW�FRXOG�EH�PDWHULDO�LQ�IXWXUH�UHSRUWLQJ�SHULRGV���:H�EHOLHYH�WKH�IROORZLQJ�FULWLFDO�
DFFRXQWLQJ�SROLFLHV� UHTXLUH� WKH�XVH�RI�VLJQLILFDQW�HVWLPDWHV�DQG� MXGJPHQWV� LQ� WKH�SUHSDUDWLRQ�RI�RXU�FRQVROLGDWHG�
ILQDQFLDO�VWDWHPHQWV�

5HYHQXH�5HFRJQLWLRQ

7KH�&RPSDQ\µV SURGXFW� UHYHQXH� LV�GHULYHG� IURP�WKH�VDOH�RI�PDFKLQH�YLVLRQ�V\VWHPV��ZKLFK�FDQ� WDNH� WKH� IRUP�RI�
KDUGZDUH�ZLWK�HPEHGGHG�VRIWZDUH�RU�VRIWZDUH�RQO\��DQG�UHODWHG�DFFHVVRULHV���7KH�&RPSDQ\�DOVR�JHQHUDWHV�UHYHQXH�
E\�SURYLGLQJ�PDLQWHQDQFH�DQG�VXSSRUW��FRQVXOWLQJ��DQG�WUDLQLQJ�VHUYLFHV�WR�LWV�FXVWRPHUV���&HUWDLQ�RI�WKH�&RPSDQ\µV�
DUUDQJHPHQWV�LQFOXGH�PXOWLSOH�GHOLYHUDEOHV�WKDW�SURYLGH�WKH�FXVWRPHU�ZLWK�D�FRPELQDWLRQ�RI�SURGXFWV�RU�VHUYLFHV���,Q�
RUGHU�WR�UHFRJQL]H�UHYHQXH��WKH�&RPSDQ\�UHTXLUHV�WKDW�D�VLJQHG�FXVWRPHU�FRQWUDFW�RU�SXUFKDVH�RUGHU�LV�UHFHLYHG��WKH�
IHH�IURP�WKH�DUUDQJHPHQW�LV�IL[HG�RU�GHWHUPLQDEOH��DQG�FROOHFWLRQ�RI�WKH�UHVXOWLQJ�UHFHLYDEOH�LV�SUREDEOH���$VVXPLQJ�
WKDW�WKHVH�FULWHULD�KDYH�EHHQ�PHW��SURGXFW�UHYHQXH�LV�JHQHUDOO\�UHFRJQL]HG�XSRQ�GHOLYHU\��UHYHQXH�IURP�PDLQWHQDQFH�
DQG�VXSSRUW�SURJUDPV�LV�UHFRJQL]HG�UDWDEO\�RYHU�WKH�SURJUDP�SHULRG��DQG�UHYHQXH�IURP�FRQVXOWLQJ�DQG�WUDLQLQJ�VHUYLFHV�
LV�UHFRJQL]HG�ZKHQ�WKH�VHUYLFHV�KDYH�EHHQ�SURYLGHG�� :KHQ�FXVWRPHU�VSHFLILHG�DFFHSWDQFH�FULWHULD�H[LVW�WKDW�DUH�
VXEVWDQWLYH��SURGXFW�UHYHQXH�LV�GHIHUUHG��DORQJ�ZLWK�DVVRFLDWHG�LQFUHPHQWDO�GLUHFW�FRVWV��XQWLO�WKHVH�FULWHULD�KDYH�EHHQ�
PHW�DQG�DQ\�UHPDLQLQJ�SHUIRUPDQFH�REOLJDWLRQV�DUH�LQFRQVHTXHQWLDO�RU�SHUIXQFWRU\�



��

)RU�WKH�PDMRULW\�RI�WKH�&RPSDQ\
V�UHYHQXH�WUDQVDFWLRQV��UHYHQXH�UHFRJQLWLRQ�DQG�LQYRLFLQJ�ERWK�RFFXU�XSRQ�GHOLYHU\��
,Q�FHUWDLQ�FLUFXPVWDQFHV��KRZHYHU��WKH�DJUHHPHQW�ZLWK�WKH�FXVWRPHU�SURYLGHV�IRU�LQYRLFLQJ�WHUPV�ZKLFK�GLIIHU�IURP�
UHYHQXH�UHFRJQLWLRQ�FULWHULD��UHVXOWLQJ�LQ�HLWKHU�GHIHUUHG�UHYHQXH�RU�XQELOOHG�UHYHQXH���,QYRLFLQJ�WKDW�SUHFHGHV�UHYHQXH�
UHFRJQLWLRQ�LV�FRPPRQ�IRU�YDULRXV�FXVWRPHUV�LQ�WKH�ORJLVWLFV�LQGXVWU\�ZKHUH�PLOHVWRQH�ELOOLQJV�DUH�SUHYDOHQW��UHVXOWLQJ�
LQ�GHIHUUHG�UHYHQXH���&RQYHUVHO\��WKH�&RPSDQ\�UHFRUGV�XQELOOHG�UHYHQXH�LQ�FRQQHFWLRQ�ZLWK�D�PDWHULDO�FXVWRPHU�LQ�
WKH�FRQVXPHU�HOHFWURQLFV�LQGXVWU\���)RU�WKLV�DUUDQJHPHQW��WKH�&RPSDQ\�UHFRJQL]HV�UHYHQXH�IRU�DOO�GHOLYHUHG�SURGXFWV�
ZKHQ� WKH� ILUVW� SURGXFWLRQ� OLQH� WKDW� LQFRUSRUDWHV� WKHVH� SURGXFWV� LV� YDOLGDWHG�� EHFDXVH� DW� WKDW� SRLQW� WKH� UHPDLQLQJ�
SHUIRUPDQFH�REOLJDWLRQV�DUH�LQFRQVHTXHQWLDO�RU�SHUIXQFWRU\��,QYRLFLQJ�IRU�DOO�GHOLYHUHG�SURGXFWV�RFFXUV�DV�WKH�SURGXFWLRQ�
OLQHV�LQFRUSRUDWLQJ�WKRVH�SURGXFWV�DUH�LQVWDOOHG�RYHU�D�SHULRG�RI�VHYHUDO�ZHHNV���7KH�&RPSDQ\�DOVR�KDV�D�WHFKQLFDO�
VXSSRUW�REOLJDWLRQ�UHODWHG�WR�WKLV�DUUDQJHPHQW�IRU�ZKLFK�UHYHQXH�LV�GHIHUUHG�DQG�UHFRJQL]HG�RYHU�WKH�VXSSRUW�SHULRG�

7KH�PDMRULW\�RI�WKH�&RPSDQ\µV�SURGXFW�RIIHULQJV�FRQVLVW�RI�KDUGZDUH�ZLWK�HPEHGGHG�VRIWZDUH���8QGHU�WKH�UHYHQXH�
UHFRJQLWLRQ�UXOHV�IRU�WDQJLEOH�SURGXFWV��WKH�IHH�IURP�D�PXOWLSOH�GHOLYHUDEOH�DUUDQJHPHQW�LV�DOORFDWHG�WR�HDFK�RI�WKH�
GHOLYHUDEOHV�EDVHG�XSRQ�WKHLU�UHODWLYH�VHOOLQJ�SULFHV�DV�GHWHUPLQHG�E\�D�VHOOLQJ�SULFH�KLHUDUFK\���$�GHOLYHUDEOH�LQ�DQ�
DUUDQJHPHQW�TXDOLILHV�DV�D�VHSDUDWH�XQLW�RI�DFFRXQWLQJ�LI�WKH�GHOLYHUHG�LWHP�KDV�YDOXH�WR�WKH�FXVWRPHU�RQ�D�VWDQG�
DORQH�EDVLV��$GHOLYHUHG�LWHP�WKDW�GRHV�QRW�TXDOLI\�DV�D�VHSDUDWH�XQLW�RI�DFFRXQWLQJ�LV�FRPELQHG�ZLWK�WKH�RWKHU�XQGHOLYHUHG�
LWHPV�LQ�WKH�DUUDQJHPHQW�DQG�UHYHQXH�LV�UHFRJQL]HG�IRU�WKRVH�FRPELQHG�GHOLYHUDEOHV�DV�D�VLQJOH�XQLW�RI�DFFRXQWLQJ��
7KH�VHOOLQJ�SULFH�XVHG IRU�HDFKGHOLYHUDEOH�LVEDVHG�XSRQYHQGRU�VSHFLILF�REMHFWLYH�HYLGHQFH �962(��LI DYDLODEOH��WKLUG�
SDUW\�HYLGHQFH��73(��LI�962(�LV�QRW�DYDLODEOH��DQG�PDQDJHPHQWµV EHVW�HVWLPDWH�RI�VHOOLQJ�SULFH��%(63��LI�QHLWKHU�
962(�QRU�73(�DUH�DYDLODEOH���962(�LV�WKH�SULFH�FKDUJHG�IRU�D�GHOLYHUDEOH�ZKHQ�LW�LV�VROG�VHSDUDWHO\���73(�LV�WKH�SULFH�
RI�WKH�&RPSDQ\µV�RU�DQ\�FRPSHWLWRUµV�ODUJHO\�LQWHUFKDQJHDEOH�SURGXFWV�RU�VHUYLFHV�LQ�VWDQG�DORQH�VDOHV�WR�VLPLODUO\�
VLWXDWHG�FXVWRPHUV���%(63�LV�WKH�SULFH�DW�ZKLFK�WKH�&RPSDQ\�ZRXOG�VHOO�WKH�GHOLYHUDEOH�LI�LW�ZHUH�VROG�UHJXODUO\�RQ�D�
VWDQG�DORQH�EDVLV��FRQVLGHULQJ�PDUNHW�FRQGLWLRQV�DQG�HQWLW\�VSHFLILF�IDFWRUV�

7KH�&RPSDQ\�UHSRUWV�UHYHQXH�IRU�FHUWDLQ�RI�LWV�SURGXFW�DFFHVVRU\�VDOHV�RQ�D�QHW�EDVLV��E\�UHGXFLQJ�WKH�JURVV�VDOH�
DPRXQW�E\�WKH�UHODWHG�FRVWV��ZKHQ�FHUWDLQ�IDFWRUV�LQ�WKH�DUUDQJHPHQW�ZLWK�WKH�FXVWRPHU�LQGLFDWH�WKDW�WKH�&RPSDQ\�LV�
DFWLQJ�DV�DQ�DJHQW��UDWKHU�WKDQ�DV�D�SULQFLSDO�

0DQDJHPHQW�H[HUFLVHV�MXGJPHQW�LQ�FRQQHFWLRQ�ZLWK�WKH�GHWHUPLQDWLRQ�RI�WKH�DPRXQW�RI�UHYHQXH�WR�EH�UHFRJQL]HG�
HDFK�SHULRG���6XFK�MXGJPHQWV�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR��GHWHUPLQLQJ�ZKHWKHU�VHSDUDWH�FRQWUDFWV�ZLWK�WKH�VDPH�
FXVWRPHU�WKDW�DUH�HQWHUHG�LQWR�DW�RU�QHDU�WKH�VDPH�WLPH�VKRXOG�EH�DFFRXQWHG�IRU�DV�D�VLQJOH�DUUDQJHPHQW��LGHQWLI\LQJ�
WKH�YDULRXV�HOHPHQWV�LQ�DQ�DUUDQJHPHQW��GHWHUPLQLQJ�LI�GHOLYHUHG�LWHPV�KDYH�VWDQG�DORQH�YDOXH��GHWHUPLQLQJ�WKH�UHODWLYH�
VHOOLQJ�SULFHV�RI�WKH�DUUDQJHPHQWµV�GHOLYHUDEOHV��GHWHUPLQLQJ�ZKHWKHU�RSWLRQV�WR�EX\�DGGLWLRQDO�SURGXFWV�RU�VHUYLFHV�
LQ�WKH�IXWXUH�DUH�VXEVWDQWLYH�DQG�VKRXOG�EH�DFFRXQWHG�IRU�DV�D�GHOLYHUDEOH� LQ�WKH�RULJLQDO�DUUDQJHPHQW��DVVHVVLQJ�
ZKHWKHU�WKH�IHH�LV�IL[HG�RU�GHWHUPLQDEOH��GHWHUPLQLQJ�WKH�SUREDELOLW\�RI�FROOHFWLQJ�WKH�UHFHLYDEOH��GHWHUPLQLQJ�ZKHWKHU�
FXVWRPHU�VSHFLILHG� DFFHSWDQFH� FULWHULD� DUH� VXEVWDQWLYH� LQ� QDWXUH�� GHWHUPLQLQJ� ZKHWKHU� UHPDLQLQJ� SHUIRUPDQFH�
REOLJDWLRQV�DUH�LQFRQVHTXHQWLDO�RU�SHUIXQFWRU\��DVVHVVLQJ�ZKHWKHU�YHQGRU�VSHFLILF�REMHFWLYH�HYLGHQFH�RI�IDLU�YDOXH�KDV�
EHHQ�HVWDEOLVKHG�IRU�XQGHOLYHUHG�HOHPHQWV��DQG�GHWHUPLQLQJ�ZKHWKHU�WKH�&RPSDQ\�LV�DFWLQJ�DV�D�SULQFLSDO�RU�DQ�DJHQW�
LQ�DQ�DUUDQJHPHQW��

,QYHVWPHQWV

$V�RI�'HFHPEHU���������� WKH�&RPSDQ\µV LQYHVWPHQW�SRUWIROLR�RI�GHEW�VHFXULWLHV� WRWDOHG��������������� 7KH�GHEW�
VHFXULWLHV�DUH�UHSRUWHG�DW�IDLU�YDOXH��ZLWK�XQUHDOL]HG�JDLQV�DQG�ORVVHV��QHW�RI�WD[��UHFRUGHG�LQ�VKDUHKROGHUVµ�HTXLW\�DV�
RWKHU� FRPSUHKHQVLYH� LQFRPH� �ORVV�� VLQFH� WKHVH� VHFXULWLHV� DUH� GHVLJQDWHG� DV� DYDLODEOH�IRU�VDOH� VHFXULWLHV�� �$V RI�
'HFHPEHU�����������WKH�&RPSDQ\µV�SRUWIROLR�RI�GHEW�VHFXULWLHV�KDG�D�QHW�XQUHDOL]HG�ORVV�RI�����������,QFOXGHG�LQ�WKLV�
QHW�ORVV�ZHUH�JURVV�XQUHDOL]HG�ORVVHV�WRWDOLQJ�������������RI�ZKLFK����������ZHUH�LQ�D�ORVV�SRVLWLRQ�IRU�OHVV�WKDQ�
WZHOYH�PRQWKV�DQG����������ZHUH�LQ�D�ORVV�SRVLWLRQ�IRU�JUHDWHU�WKDQ�WZHOYH�PRQWKV�

7KH�&RPSDQ\�DSSOLHV�D�WKUHH�OHYHO�YDOXDWLRQ�KLHUDUFK\�IRU�IDLU�YDOXH�PHDVXUHPHQWV�� 7KH�FDWHJRUL]DWLRQ�RI�DVVHWV�DQG�
OLDELOLWLHV�ZLWKLQ�WKH�YDOXDWLRQ�KLHUDUFK\�LV�EDVHG�XSRQ�WKH�ORZHVW�OHYHO�RI�LQSXW�WKDW�LV�VLJQLILFDQW�WR�WKH�PHDVXUHPHQW�
RI�IDLU�YDOXH���/HYHO���LQSXWV�WR�WKH�YDOXDWLRQ�PHWKRGRORJ\�XWLOL]H�XQDGMXVWHG�TXRWHG�PDUNHW�SULFHV�LQ�DFWLYH�PDUNHWV�
IRU�LGHQWLFDO�DVVHWV�DQG�OLDELOLWLHV���/HYHO���LQSXWV�WR�WKH�YDOXDWLRQ�PHWKRGRORJ\�DUH�RWKHU�REVHUYDEOH�LQSXWV��LQFOXGLQJ�
TXRWHG�PDUNHW�SULFHV�IRU�VLPLODU�DVVHWV�DQG�OLDELOLWLHV��TXRWHG�SULFHV�IRU�LGHQWLFDO�DQG�VLPLODU�DVVHWV�DQG�OLDELOLWLHV�LQ�
PDUNHWV�WKDW�DUH�QRW�DFWLYH��RU�RWKHU�LQSXWV�WKDW�DUH�REVHUYDEOH�RU�FDQ�EH�FRUURERUDWHG�E\�REVHUYDEOH�PDUNHW�GDWD��
/HYHO���LQSXWV�WR�WKH�YDOXDWLRQ�PHWKRGRORJ\�DUH�XQREVHUYDEOH�LQSXWV�EDVHG�XSRQ�PDQDJHPHQWµV�EHVW�HVWLPDWH�RI�WKH�
LQSXWV�WKDW�PDUNHW�SDUWLFLSDQWV�ZRXOG�XVH�LQ�SULFLQJ�WKH�DVVHW�RU�OLDELOLW\�DW�WKH�PHDVXUHPHQW�GDWH��LQFOXGLQJ�DVVXPSWLRQV�
DERXW�ULVN���&KDQJHV�LQ�WKH�YDOXDWLRQ�PHWKRGRORJ\��LQWHUHVW�UDWHV��FUHGLW�UDWHV��RU�WKH�PDUNHW�IRU�WKHVH�LQYHVWPHQWV�
FRXOG�UHVXOW�LQ�FKDQJHV�WR�WKHLU�IDLU�YDOXHV���&KDQJHV�WR�WKH�/HYHO�RI�DQ�LQYHVWPHQW�ZLWKLQ�WKH�IDLU�YDOXH�KLHUDUFK\�DUH�
GHWHUPLQHG�DW�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG�
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7KH�&RPSDQ\µV�GHEW�VHFXULWLHV�DUH�UHSRUWHG�DW�IDLU�YDOXH�EDVHG�XSRQ�PRGHO�GULYHQ�YDOXDWLRQV�LQ�ZKLFK�DOO�VLJQLILFDQW�
LQSXWV�DUH�REVHUYDEOH�RU�FDQ�EH�GHULYHG�IURP�RU�FRUURERUDWHG�E\�REVHUYDEOH�PDUNHW�GDWD�IRU�VXEVWDQWLDOO\�WKH�IXOO�WHUP�
RI�WKH�DVVHW��DQG�DUH�WKHUHIRUH�FODVVLILHG�DV�/HYHO�����0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�HVWLPDWLQJ�WKH�IDLU�YDOXH�RI�WKHVH�
ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV��DQG�LQ�GRLQJ�VR��FRQVLGHUV�YDOXDWLRQV�SURYLGHG�E\�D�ODUJH��WKLUG�SDUW\�SULFLQJ�VHUYLFH��
7KLV�VHUYLFH�PDLQWDLQV�UHJXODU�FRQWDFW�ZLWK�PDUNHW�PDNHUV��EURNHUV��GHDOHUV��DQG�DQDO\VWV�WR�JDWKHU�LQIRUPDWLRQ�RQ�
PDUNHW�PRYHPHQW��GLUHFWLRQ��WUHQGV��DQG�RWKHU�VSHFLILF�GDWD���7KH\�XVH�WKLV�LQIRUPDWLRQ�WR�VWUXFWXUH�\LHOG�FXUYHV�IRU�
YDULRXV�W\SHV�RI�GHEW�VHFXULWLHV�DQG�DUULYH�DW�WKH�GDLO\�YDOXDWLRQV�

0DQDJHPHQW�PRQLWRUV�WKH�FDUU\LQJ�YDOXH�RI�LWV�GHEW�VHFXULWLHV�FRPSDUHG�WR�WKHLU�IDLU�YDOXH�WR�GHWHUPLQH�ZKHWKHU�DQ�
RWKHU�WKDQ�WHPSRUDU\�LPSDLUPHQW�KDV�RFFXUUHG���,Q�FRQVLGHULQJ�ZKHWKHU�D�GHFOLQH�LQ�IDLU�YDOXH�LV�RWKHU�WKDQ�WHPSRUDU\��
ZH�FRQVLGHU�PDQ\�IDFWRUV��ERWK�TXDOLWDWLYH�DQG�TXDQWLWDWLYH�LQ�QDWXUH��LQFOXGLQJ�WKH�W\SH�RI�VHFXULW\��WKH�FUHGLW�UDWLQJ�
RI�WKH�VHFXULW\��WKH�OHQJWK�RI�WLPH�WKH�VHFXULW\�KDV�EHHQ�LQ�D�ORVV�SRVLWLRQ��WKH�VL]H�RI�WKH�ORVV�SRVLWLRQ��RXU�DELOLW\�DQG�
LQWHQW�WR�KROG�WKH�VHFXULW\�WR�H[SHFWHG�UHFRYHU\�RI�YDOXH��DQG�RWKHU�PHDQLQJIXO�LQIRUPDWLRQ���,I�D�GHFOLQH�LQ�IDLU�YDOXH�LV�
GHWHUPLQHG�WR�EH�RWKHU�WKDQ�WHPSRUDU\��DQ�LPSDLUPHQW�FKDUJH�ZRXOG�EH�UHFRUGHG�LQ�FXUUHQW�RSHUDWLRQV�WR�UHGXFH�WKH�
FDUU\LQJ�YDOXH�RI�WKH�LQYHVWPHQW�WR�LWV�IDLU�YDOXH���7KHUH�ZHUH�QR�RWKHU�WKDQ�WHPSRUDU\�LPSDLUPHQWV�RI�LQYHVWPHQWV�LQ�
������������RU������

$FFRXQWV�5HFHLYDEOH

7KH�&RPSDQ\�PDLQWDLQV�UHVHUYHV�DJDLQVW�LWV�DFFRXQWV�UHFHLYDEOH�IRU�SRWHQWLDO�FUHGLW�ORVVHV��2QJRLQJ�FUHGLW�HYDOXDWLRQV�
RI�FXVWRPHUV�DUH�SHUIRUPHG�DQG�WKH�&RPSDQ\�KDV�KLVWRULFDOO\�QRW�H[SHULHQFHG�VLJQLILFDQW�ORVVHV�UHODWHG�WR�WKH�FROOHFWLRQ�
RI�LWV�DFFRXQWV�UHFHLYDEOH���$OORZDQFHV�IRU�VSHFLILF�DFFRXQWV�GHWHUPLQHG�WR�EH�DW�ULVN�IRU�FROOHFWLRQ�DUH�HVWLPDWHG�E\�
PDQDJHPHQW�WDNLQJ�LQWR�DFFRXQW�WKH�OHQJWK�RI�WLPH�WKH�UHFHLYDEOH�KDV�EHHQ�RXWVWDQGLQJ��WKH�FXVWRPHUµV�FXUUHQW�DELOLW\�
WR�SD\�LWV�REOLJDWLRQV�WR�WKH�&RPSDQ\��JHQHUDO�HFRQRPLF�DQG�LQGXVWU\�FRQGLWLRQV��DV�ZHOO�DV�YDULRXV�RWKHU�IDFWRUV��
*OREDO�HFRQRPLF�XQFHUWDLQW\�PD\�UHVXOW�LQ�ORQJHU�SD\PHQW�F\FOHV�DQG�FKDOOHQJHV�LQ�FROOHFWLQJ�DFFRXQWV�UHFHLYDEOH�
EDODQFHV��ZKLFK�PDNH�WKHVH�HVWLPDWHV�PRUH�MXGJPHQWDO���$Q�DGYHUVH�FKDQJH�LQ�DQ\�RI�WKHVH�IDFWRUV�FRXOG�UHVXOW�LQ�
KLJKHU� WKDQ� H[SHFWHG� FXVWRPHU� GHIDXOWV� DQG� PD\� UHVXOW� LQ� WKH� QHHG� IRU� DGGLWLRQDO� EDG� GHEW� SURYLVLRQV�� $V� RI�
'HFHPEHU���������� WKH�&RPSDQ\µV UHVHUYH�DJDLQVW�DFFRXQWV�UHFHLYDEOH�ZDV�������������RU����RI�WKH�JURVV�DFFRXQWV�
UHFHLYDEOH�EDODQFH��$����GLIIHUHQFH LQ�WKH�UHVHUYH�DJDLQVW�DFFRXQWV�UHFHLYDEOH�DV�RI�'HFHPEHU��������� ZRXOG�KDYH�
DIIHFWHG�QHW�LQFRPH�E\�DSSUR[LPDWHO\����������

,QYHQWRULHV

,QYHQWRULHV�DUH�VWDWHG�DW�WKH�ORZHU�RI�FRVW�DQG�QHW�UHDOL]DEOH�YDOXH���1HW�UHDOL]DEOH�YDOXH�LV�WKH�HVWLPDWHG�VHOOLQJ�SULFH�
LQ� WKH� RUGLQDU\� FRXUVH� RI� EXVLQHVV�� OHVV� UHDGLO\� SUHGLFWDEOH� FRVWV� RI� FRPSOHWLRQ�� GLVSRVDO�� DQG� WUDQVSRUWDWLRQ��
0DQDJHPHQW�HVWLPDWHV�H[FHVV�DQG�REVROHVFHQFH�H[SRVXUHV�EDVHG�XSRQ�DVVXPSWLRQV�DERXW�IXWXUH�GHPDQG��SURGXFW�
WUDQVLWLRQV��DQG�PDUNHW�FRQGLWLRQV��DQG�UHFRUGV�UHVHUYHV�WR�UHGXFH�WKH�FDUU\LQJ�YDOXH�RI�LQYHQWRULHV�WR�WKHLU�QHW�UHDOL]DEOH�
YDOXH���9RODWLOLW\�LQ�WKH�JOREDO�HFRQRP\�PDNHV�WKHVH�DVVXPSWLRQV�DERXW�IXWXUH�GHPDQG�PRUH�MXGJPHQWDO�� $PRQJ�WKH�
ULVNV� DVVRFLDWHG� ZLWK� WKH� LQWURGXFWLRQ� RI� QHZ� SURGXFWV� DUH� GLIILFXOW\ SUHGLFWLQJ� FXVWRPHU� GHPDQG� DQG� HIIHFWLYHO\�
PDQDJLQJ�LQYHQWRU\�OHYHOV�WR�HQVXUH�DGHTXDWH�VXSSO\�RI�WKH�QHZ�SURGXFW�DQG�DYRLG�H[FHVV�VXSSO\�RI�WKH�OHJDF\�SURGXFW��
,Q�DGGLWLRQ��ZH�PD\�VWUDWHJLFDOO\�HQWHU�LQWR�QRQ�FDQFHODEOH�FRPPLWPHQWV�ZLWK�YHQGRUV�WR�SXUFKDVH�PDWHULDOV�IRU�SURGXFWV�
LQ�DGYDQFH�RI�GHPDQG� WR� WDNH�DGYDQWDJH�RI� IDYRUDEOH�SULFLQJ�RU�DGGUHVV�FRQFHUQV�DERXW� WKH�DYDLODELOLW\�RI� IXWXUH�
VXSSOLHV�DQG�ORQJ�OHDG�WLPHV���$V�RI�'HFHPEHU�����������WKH�&RPSDQ\µV�UHVHUYH�IRU�H[FHVV�DQG�REVROHWH�LQYHQWRU\�
WRWDOHG�������������RU����RI�WKH�JURVV�LQYHQWRU\�EDODQFH� $�����GLIIHUHQFH�LQ�LQYHQWRU\�UHVHUYHV�DV�RI�'HFHPEHU�����
�����ZRXOG�KDYH�DIIHFWHG�QHW�LQFRPH�E\�DSSUR[LPDWHO\����������

/RQJ�OLYHG�$VVHWV

7KH�&RPSDQ\�KDV�ORQJ�OLYHG�DVVHWV��LQFOXGLQJ�SURSHUW\��SODQW��DQG�HTXLSPHQW�DQG�DFTXLUHG�LQWDQJLEOH�DVVHWV���7KHVH�
DVVHWV�DUH�VXVFHSWLEOH�WR�VKRUWHQHG�HVWLPDWHG�XVHIXO�OLYHV�DQG�FKDQJHV�LQ�IDLU�YDOXH�GXH�WR�FKDQJHV�LQ�WKHLU�XVH��PDUNHW�
RU�HFRQRPLF�FKDQJHV��RU�RWKHU�HYHQWV�RU�FLUFXPVWDQFHV���7KH�&RPSDQ\�HYDOXDWHV�WKH�SRWHQWLDO�LPSDLUPHQW�RI�WKHVH�
ORQJ�OLYHG�DVVHWV�ZKHQHYHU�HYHQWV�RU�FLUFXPVWDQFHV�LQGLFDWH�WKHLU�FDUU\LQJ�YDOXH�PD\�QRW�EH�UHFRYHUDEOH���)DFWRUV�
WKDW�FRXOG�WULJJHU�DQ�LPSDLUPHQW�UHYLHZ�LQFOXGH�KLVWRULFDO�RU�SURMHFWHG�UHVXOWV�WKDW�DUH�OHVV�WKDQ�WKH�DVVXPSWLRQV�XVHG�
LQ�WKH�RULJLQDO�YDOXDWLRQ�RI�DQ�DFTXLUHG�DVVHW��D�FKDQJH�LQ�WKH�&RPSDQ\µV�EXVLQHVV�VWUDWHJ\�RU�LWV�XVH�RI�DQ�DFTXLUHG�
DVVHW��RU�QHJDWLYH�HFRQRPLF�RU�LQGXVWU\�WUHQGV�

,I�DQ�HYHQW�RU�FLUFXPVWDQFH�LQGLFDWHV�WKH�FDUU\LQJ�YDOXH�RI�ORQJ�OLYHG�DVVHWV�PD\�QRW�EH�UHFRYHUDEOH��WKH�&RPSDQ\�
DVVHVVHV�WKH�UHFRYHUDELOLW\�RI�WKH�DVVHWV�E\�FRPSDULQJ�WKH�FDUU\LQJ�YDOXH�RI�WKH�DVVHWV�WR�WKH�VXP�RI�WKH�XQGLVFRXQWHG�
IXWXUH�FDVK�IORZV�WKDW�WKH�DVVHWV�DUH�H[SHFWHG�WR�JHQHUDWH�RYHU�WKHLU�UHPDLQLQJ�HFRQRPLF�OLYHV���,I�WKH�FDUU\LQJ�YDOXH�
H[FHHGV�WKH�VXP�RI�WKH�XQGLVFRXQWHG�IXWXUH�FDVK�IORZV��WKH�&RPSDQ\�FRPSDUHV�WKH�IDLU�YDOXH�RI�WKH�ORQJ�OLYHG�DVVHWV�
WR�WKH�FDUU\LQJ�YDOXH�DQG�UHFRUGV�DQ�LPSDLUPHQW�ORVV�IRU�WKH�GLIIHUHQFH���7KH�&RPSDQ\�JHQHUDOO\�HVWLPDWHV�WKH�IDLU�
YDOXH�RI� LWV�ORQJ�OLYHG�DVVHWV�XVLQJ�WKH�LQFRPH�DSSURDFK�EDVHG�XSRQ�D�GLVFRXQWHG�FDVK�IORZ�PRGHO���7KH LQFRPH�
DSSURDFK�UHTXLUHV�WKH�XVH�RI�PDQ\�DVVXPSWLRQV�DQG�HVWLPDWHV�LQFOXGLQJ�IXWXUH�UHYHQXHV�DQG�H[SHQVHV��GLVFRXQW�
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IDFWRUV��LQFRPH�WD[�UDWHV��WKH�LGHQWLILFDWLRQ�RI�JURXSV�RI�DVVHWV�ZLWK�KLJKO\�LQGHSHQGHQW�FDVK�IORZV��DQG�DVVHWVµHFRQRPLF�
OLYHV�� 9RODWLOLW\ LQ�WKH�JOREDO�HFRQRP\�PDNHV�WKHVH�DVVXPSWLRQV�DQG�HVWLPDWHV�PRUH�MXGJPHQWDO�� 1R�LPSDLUPHQW�
ORVVHV�ZHUH�UHFRUGHG�LQ�������������RU������� $FWXDO�IXWXUH�RSHUDWLQJ�UHVXOWV�DQG�WKH�UHPDLQLQJ�HFRQRPLF�OLYHV�RI�RXU�
ORQJ�OLYHG�DVVHWV�FRXOG�GLIIHU�IURP�WKRVH�XVHG�LQ�DVVHVVLQJ�WKH�UHFRYHUDELOLW\�RI�WKHVH�DVVHWV�DQG�FRXOG�UHVXOW�LQ�DQ�
LPSDLUPHQW�RI�ORQJ�OLYHG�DVVHWV�LQ�IXWXUH�SHULRGV�

,QWHUQDO�XVH�6RIWZDUH

7KH�DFFRXQWLQJ� WUHDWPHQW� IRU�FRPSXWHU�VRIWZDUH�GHYHORSHG�IRU� LQWHUQDO�XVH�GHSHQGV�XSRQ�WKH�QDWXUH�RI�DFWLYLWLHV�
SHUIRUPHG�DW�HDFK�VWDJH�RI�GHYHORSPHQW���7KH�SUHOLPLQDU\�SURMHFW�VWDJH�LQFOXGHV�FRQFHSWXDO�IRUPXODWLRQ�RI�GHVLJQ�
DOWHUQDWLYHV��GHWHUPLQDWLRQ�RI�V\VWHP�UHTXLUHPHQWV��YHQGRU�GHPRQVWUDWLRQV��DQG�ILQDO�VHOHFWLRQ�RI�YHQGRUV��DQG�GXULQJ�
WKLV�VWDJH�FRVWV�DUH�H[SHQVHG�DV�LQFXUUHG��7KH�DSSOLFDWLRQ�GHYHORSPHQW�VWDJH�LQFOXGHV�VRIWZDUH�FRQILJXUDWLRQ��FRGLQJ��
KDUGZDUH�LQVWDOODWLRQ��DQG�WHVWLQJ���'XULQJ�WKLV�VWDJH��FHUWDLQ�FRVWV�DUH�FDSLWDOL]HG��LQFOXGLQJ�H[WHUQDO�GLUHFW�FRVWV�RI�
PDWHULDOV�DQG�VHUYLFHV��DV�ZHOO�DV�SD\UROO�DQG�SD\UROO�UHODWHG�FRVWV�IRU�HPSOR\HHV�ZKR�DUH�GLUHFWO\�DVVRFLDWHG�ZLWK�WKH�
SURMHFW�� ZKLOH� FHUWDLQ� FRVWV� DUH� H[SHQVHG� DV� LQFXUUHG�� LQFOXGLQJ� WUDLQLQJ� DQG� GDWD� FRQYHUVLRQ� FRVWV�� 7KH� SRVW�
LPSOHPHQWDWLRQ� VWDJH� LQFOXGHV� VXSSRUW� DQG�PDLQWHQDQFH�� DQG�GXULQJ� WKLV� VWDJH� FRVWV�DUH�H[SHQVHG�DV� LQFXUUHG��
&DSLWDOL]DWLRQ�EHJLQV�ZKHQ�ERWK�WKH�SUHOLPLQDU\�SURMHFW�VWDJH�LV�FRPSOHWHG�DQG�PDQDJHPHQW�FRPPLWV�WR�IXQGLQJ�WKH�
SURMHFW���&DSLWDOL]DWLRQ�FHDVHV�DW�WKH�SRLQW�WKH�SURMHFW�LV�VXEVWDQWLDOO\�FRPSOHWH�DQG�UHDG\�IRU�LWV�LQWHQGHG�XVH��WKDW�LV��
DIWHU�DOO�VXEVWDQWLDO�WHVWLQJ�LV�FRPSOHWHG���7KH�DSSOLFDWLRQ�RI�WKHVH�UXOHV�UHTXLUHV�WKH�XVH�RI�MXGJPHQW�WR�GHWHUPLQH�
ZKHQ�WKH�SURMHFW�KDV�UHDFKHG�WKH�QH[W�VWDJH�RI�GHYHORSPHQW��ZKLFK�FRVWV�DUH�GLUHFWO\�DVVRFLDWHG�ZLWK�WKH�SURMHFW��DQG�
ZKHQ�WKH�DVVHW�LV�UHDG\�IRU�LWV�LQWHQGHG�XVH�

*RRGZLOO

0DQDJHPHQW�HYDOXDWHV�WKH�SRWHQWLDO� LPSDLUPHQW�RI�JRRGZLOO�DQQXDOO\�HDFK�IRXUWK�TXDUWHU�DQG�ZKHQHYHU�HYHQWV�RU�
FLUFXPVWDQFHV�LQGLFDWH�WKHLU�FDUU\LQJ�YDOXH�PD\�QRW�EH�UHFRYHUDEOH���2Q�-XO\����������WKH�&RPSDQ\�FRPSOHWHG�WKH�
VDOH�RI�LWV�6XUIDFH�,QVSHFWLRQ�6\VWHPV�'LYLVLRQ��6,6'����7KH�&RPSDQ\�KDG�SUHYLRXVO\�LGHQWLILHG�6,6'��DORQJ�ZLWK�LWV�
0RGXODU�9LVLRQ�6\VWHPV�'LYLVLRQ��096'���DV�UHSRUWLQJ�XQLWV�IRU�SXUSRVHV�RI�LWV�JRRGZLOO�LPSDLUPHQW�WHVW���*LYHQ�WKH�
GLVSRVLWLRQ�RI�6,6'��PDQDJHPHQW�UHYLHZHG�LWV�UHSRUWLQJ�XQLWV�DQG�FRQFOXGHG�WKDW�WKH�&RPSDQ\�QRZ�KDV�RQH�UHSRUWLQJ�
XQLW�� 'HWHUPLQLQJ�WKH�&RPSDQ\µV UHSRUWLQJ�XQLWV�UHTXLUHV�MXGJPHQWV�UHJDUGLQJ ZKDW�FRQVWLWXWHV�D�EXVLQHVV DQG�DW�
ZKDW�OHYHO�GLVFUHWH�ILQDQFLDO�LQIRUPDWLRQ�LV�DYDLODEOH�DQG�UHYLHZHG�E\�PDQDJHPHQW�

7KH�&RPSDQ\�SHUIRUPV�D�TXDOLWDWLYH�DVVHVVPHQW�RI�JRRGZLOO��FRPPRQO\�NQRZQ�DV�²VWHS�]HUR³��WR�GHWHUPLQH�ZKHWKHU�
IXUWKHU�LPSDLUPHQW�WHVWLQJ�LV�QHFHVVDU\���,I�WKLV�TXDOLWDWLYH�DVVHVVPHQW�LQGLFDWHV�WKDW�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�WKH�
IDLU�YDOXH�RI�D�UHSRUWLQJ�XQLW�LV�OHVV�WKDQ�LWV�FDUU\LQJ�DPRXQW��WKH�HQWLW\�ZRXOG�SURFHHG�WR�D�WZR�VWHS�SURFHVV���6WHS�RQH�
FRPSDUHV�WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�ZLWK�LWV�FDUU\LQJ�YDOXH��LQFOXGLQJ�JRRGZLOO���,I�WKH�FDUU\LQJ�DPRXQW�H[FHHGV�
WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW��VWHS�WZR�LV�UHTXLUHG�WR�PHDVXUH�WKH�DPRXQW�RI�LPSDLUPHQW�ORVV���6WHS�WZR�FRPSDUHV�
WKH�LPSOLHG�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�JRRGZLOO�WR�WKH�FDUU\LQJ�DPRXQW�RI�WKH�JRRGZLOO���7KH�&RPSDQ\�HVWLPDWHV�
WKH�IDLU�YDOXH�RI�LWV�UHSRUWLQJ�XQLW�XVLQJ�WKH�LQFRPH�DSSURDFK�EDVHG�XSRQ�D�GLVFRXQWHG�FDVK�IORZ�PRGHO���,Q�DGGLWLRQ��
WKH� &RPSDQ\� XVHV� WKH� PDUNHW� DSSURDFK�� ZKLFK� FRPSDUHV� WKH� UHSRUWLQJ� XQLW� WR� SXEOLFO\�WUDGHG� FRPSDQLHV� DQG�
WUDQVDFWLRQV�LQYROYLQJ�VLPLODU�EXVLQHVVHV��WR�VXSSRUW�WKH�FRQFOXVLRQV�EDVHG�XSRQ�WKH�LQFRPH�DSSURDFK���7KH�LQFRPH�
DSSURDFK� UHTXLUHV� WKH� XVH� RI� PDQ\� DVVXPSWLRQV� DQG� HVWLPDWHV� LQFOXGLQJ� IXWXUH� UHYHQXHV�� H[SHQVHV�� FDSLWDO�
H[SHQGLWXUHV��DQG�ZRUNLQJ�FDSLWDO��DV�ZHOO�DV�GLVFRXQW�IDFWRUV�DQG�LQFRPH�WD[�UDWHV�

)DFWRUV�WKDW�PDQDJHPHQW�FRQVLGHUHG�LQ�WKH�TXDOLWDWLYH�DVVHVVPHQW�LQFOXGH�PDFURHFRQRPLF�FRQGLWLRQV��LQGXVWU\�DQG�
PDUNHW�FRQVLGHUDWLRQV��RYHUDOO�ILQDQFLDO�SHUIRUPDQFH��ERWK�FXUUHQW�DQG�SURMHFWHG���FKDQJHV�LQ�PDQDJHPHQW�RU�VWUDWHJ\��
FKDQJHV� LQ� WKH�FRPSRVLWLRQ�RU�FDUU\LQJ�DPRXQW�RI�QHW�DVVHWV��DQG�PDUNHW�FDSLWDOL]DWLRQ��%DVHG�RQ� WKH�TXDOLWDWLYH�
DVVHVVPHQW��PDQDJHPHQW�GRHV�QRW�EHOLHYH�WKDW�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�WKH�FDUU\LQJ�YDOXH�RI�LWV�UHSRUWLQJ�XQLW�
H[FHHGV�LWV�IDLU�YDOXH���1R�LPSDLUPHQW�ORVVHV�ZHUH�UHFRUGHG�LQ�������������RU������

:DUUDQW\�2EOLJDWLRQV

7KH�&RPSDQ\�UHFRUGV�WKH�HVWLPDWHG�FRVW�RI�IXOILOOLQJ�SURGXFW�ZDUUDQWLHV�DW�WKH�WLPH�RI�VDOH�EDVHG�XSRQ�KLVWRULFDO�FRVWV�
WR� IXOILOO� FODLPV�� 2EOLJDWLRQV�PD\� DOVR� EH� UHFRUGHG� VXEVHTXHQW� WR� WKH� WLPH� RI� VDOH� ZKHQHYHU� VSHFLILF� HYHQWV� RU�
FLUFXPVWDQFHV�LPSDFWLQJ�SURGXFW�TXDOLW\�EHFRPH�NQRZQ�WKDW�ZRXOG�QRW�KDYH�EHHQ�WDNHQ�LQWR�DFFRXQW�XVLQJ�KLVWRULFDO�
GDWD�� :KLOH�ZH�HQJDJH� LQ� H[WHQVLYH� SURGXFW� TXDOLW\� SURJUDPV�DQG�SURFHVVHV�� LQFOXGLQJ� DFWLYHO\�PRQLWRULQJ� DQG�
HYDOXDWLQJ�WKH�TXDOLW\�RI�RXU�FRPSRQHQW�VXSSOLHUV�DQG�WKLUG�SDUW\�FRQWUDFW�PDQXIDFWXUHUV��WKH�&RPSDQ\µV ZDUUDQW\�
REOLJDWLRQ�LV�DIIHFWHG E\�SURGXFW�IDLOXUH�UDWHV��PDWHULDO�XVDJH��DQG�VHUYLFH�GHOLYHU\�FRVWV�LQFXUUHG�LQ�FRUUHFWLQJ�D�SURGXFW�
IDLOXUH���$Q�DGYHUVH�FKDQJH�LQ�DQ\�RI�WKHVH�IDFWRUV�PD\�UHVXOW�LQ�WKH�QHHG�IRU�DGGLWLRQDO�ZDUUDQW\�SURYLVLRQV���$V�RI�
'HFHPEHU���������� WKH�&RPSDQ\µV DFFUXHG�ZDUUDQW\�REOLJDWLRQV�DPRXQWHG� WR������������� �$ ����GLIIHUHQFH LQ�
DFFUXHG�ZDUUDQW\�REOLJDWLRQV�DV�RI�'HFHPEHU����������ZRXOG�KDYH�DIIHFWHG�QHW�LQFRPH�E\�DSSUR[LPDWHO\����������



��

&RQWLQJHQFLHV

(VWLPDWHG�ORVVHV�IURP�FRQWLQJHQFLHV�DUH�DFFUXHG�E\�PDQDJHPHQW�EDVHG�XSRQ�ZKHWKHU�D�ORVV�LV�SUREDEOH�DQG�ZKHWKHU�
PDQDJHPHQW�KDV�WKH�DELOLW\�WR�UHDVRQDEO\�HVWLPDWH�WKH�DPRXQW�RI�WKH�ORVV���(VWLPDWLQJ�SRWHQWLDO�ORVVHV��RU�HYHQ�D�
UDQJH�RI�ORVVHV��LV�GLIILFXOW�DQG�LQYROYHV�D�JUHDW�GHDO�RI�MXGJPHQW���0DQDJHPHQW�UHOLHV�SULPDULO\�RQ�DVVHVVPHQWV�PDGH�
E\�LWV�LQWHUQDO�DQG�H[WHUQDO�OHJDO�FRXQVHO�WR�PDNH�WKH�GHWHUPLQDWLRQ�DV�WR�ZKHWKHU�D�ORVV�FRQWLQJHQF\�DULVLQJ�IURP�
OLWLJDWLRQ� VKRXOG� EH� UHFRUGHG� RU� GLVFORVHG�� 7KLV� DQDO\VLV� LV� SHUIRUPHG� HDFK� UHSRUWLQJ� SHULRG� RU� ZKHQ� IDFWV� DQG�
FLUFXPVWDQFHV� GLFWDWH�� 6KRXOG� WKH� UHVROXWLRQ� RI� D� FRQWLQJHQF\� UHVXOW� LQ� D� ORVV� WKDW� ZH� GLG� QRW� DFFUXH� EHFDXVH�
PDQDJHPHQW�GLG�QRW�EHOLHYH�WKDW�WKH�ORVV�ZDV�SUREDEOH�RU�FDSDEOH�RI�EHLQJ�UHDVRQDEO\�HVWLPDWHG��WKHQ�WKLV�ORVV�ZRXOG�
UHVXOW�LQ�D�FKDUJH�WR�LQFRPH�LQ�WKH�SHULRG�WKH�FRQWLQJHQF\�ZDV�UHVROYHG���7KH�&RPSDQ\�GLG�QRW�KDYH�DQ\�VLJQLILFDQW�
DFFUXHG�FRQWLQJHQFLHV�DV�RI�'HFHPEHU����������

'HULYDWLYH�,QVWUXPHQWV

,Q�FHUWDLQ�LQVWDQFHV��WKH�&RPSDQ\�HQWHUV�LQWR�IRUZDUG�FRQWUDFWV�WR�KHGJH�DJDLQVW�IRUHLJQ�FXUUHQF\�IOXFWXDWLRQV���7KH�
&RPSDQ\
V�IRUZDUG�FRQWUDFWV�DUH�UHSRUWHG�DW�IDLU�YDOXH�EDVHG�XSRQ�PRGHO�GULYHQ�YDOXDWLRQV�LQ�ZKLFK�DOO�VLJQLILFDQW�
LQSXWV�DUH�REVHUYDEOH�RU�FDQ�EH�GHULYHG�IURP�RU�FRUURERUDWHG�E\�REVHUYDEOH�PDUNHW�GDWD�IRU�VXEVWDQWLDOO\�WKH�IXOO�WHUP�
RI�WKH�DVVHW�RU�OLDELOLW\��DQG�DUH�WKHUHIRUH�FODVVLILHG�DV�/HYHO�����7KH�&RPSDQ\
V�IRUZDUG�FRQWUDFWV�DUH�W\SLFDOO\�WUDGHG�
RU�H[HFXWHG�LQ�RYHU�WKH�FRXQWHU�PDUNHWV�ZLWK�D�UHODWLYHO\�KLJK�GHJUHH�RI�SULFLQJ�WUDQVSDUHQF\���7KH�PDUNHW�SDUWLFLSDQWV�
DUH�JHQHUDOO\�ODUJH�FRPPHUFLDO�EDQNV�

&XUUHQWO\��WKH�&RPSDQ\�HQWHUV�LQWR�WZR�W\SHV�RI�KHGJHV�WR�PDQDJH�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�ULVN���7KH�ILUVW�DUH�
HFRQRPLF�KHGJHV�ZKLFK�XWLOL]H�IRUHLJQ�FXUUHQF\�IRUZDUG�FRQWUDFWV�WR�PDQDJH�WKH�H[SRVXUH�WR�IOXFWXDWLRQV�LQ�IRUHLJQ�
FXUUHQF\�H[FKDQJH�UDWHV�DULVLQJ�SULPDULO\�IURP�IRUHLJQ�GHQRPLQDWHG�UHFHLYDEOHV�DQG�SD\DEOHV���7KH�JDLQV�DQG�ORVVHV�
RQ�WKHVH�GHULYDWLYHV�DUH�LQWHQGHG�WR�EH�RIIVHW�E\�WKH�FKDQJHV�LQ�WKH�IDLU�YDOXH�RI�WKH�DVVHWV�DQG�OLDELOLWLHV�EHLQJ�KHGJHG��
7KHVH�HFRQRPLF�KHGJHV�DUH�QRW�GHVLJQDWHG�DV�HIIHFWLYH KHGJHV��DQG�WKHUHIRUH��GR�QRW�TXDOLI\�IRU�HIIHFWLYH KHGJH�
DFFRXQWLQJ��7KH�VHFRQG�DUH�FDVK�IORZ�KHGJHV�ZKLFK�XWLOL]H�IRUHLJQ�FXUUHQF\�IRUZDUG�FRQWUDFWV�WR�SURWHFW�RXU�EXGJHWHG�
UHYHQXHV�DQG�H[SHQVHV�DJDLQVW�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�FKDQJHV�FRPSDUHG�WR�RXU�EXGJHWHG�UDWHV���7KHVH�
FDVK�IORZ�KHGJHV�DUH�GHVLJQDWHG�IRU�KHGJH�DFFRXQWLQJ��DQG�WKHUHIRUH��WKH�HIIHFWLYH�SRUWLRQ�RI�WKH�IRUZDUG�FRQWUDFW
V�
JDLQ�RU�ORVV�LV�UHSRUWHG�LQ�VKDUHKROGHUV
�HTXLW\�DV�RWKHU�FRPSUHKHQVLYH�LQFRPH��ORVV��DQG�LV�UHFODVVLILHG�LQWR�FXUUHQW�
RSHUDWLRQV�DV� WKH�KHGJHG� WUDQVDFWLRQ� LPSDFWV� FXUUHQW�RSHUDWLRQV�� 6KRXOG� WKHVH�KHGJHV� IDLO� WR�TXDOLI\� IRU� KHGJH�
DFFRXQWLQJ�RU�EH�LQHIIHFWLYH� WKH�JDLQ�RU�ORVV�RQ�WKH�IRUZDUG�FRQWUDFW�ZRXOG�EH�UHSRUWHG�LQ�FXUUHQW�RSHUDWLRQV�LPPHGLDWHO\�
DV�RSSRVHG�WR�ZKHQ�WKH�KHGJHG�WUDQVDFWLRQ�LPSDFWV�FXUUHQW�RSHUDWLRQV���7KLV�PD\�UHVXOW�LQ�PDWHULDO�IRUHLJQ�FXUUHQF\�
JDLQV�RU�ORVVHV�

6WRFN�%DVHG�&RPSHQVDWLRQ

&RPSHQVDWLRQ�H[SHQVH�LV�UHFRJQL]HG�IRU�DOO�VWRFN�RSWLRQ�DQG�UHVWULFWHG�VWRFN�JUDQWV���'HWHUPLQLQJ�WKH�DSSURSULDWH�
YDOXDWLRQ�PRGHO�DQG�HVWLPDWLQJ�WKH�IDLU�YDOXHV�RI�WKHVH�JUDQWV�UHTXLUHV�WKH�LQSXW�RI�VXEMHFWLYH�DVVXPSWLRQV��LQFOXGLQJ�
H[SHFWHG�VWRFN�SULFH�YRODWLOLW\��GLYLGHQG�\LHOGV��H[SHFWHG�WHUP��DQG�IRUIHLWXUH�UDWHV���7KH�H[SHFWHG�YRODWLOLW\�DVVXPSWLRQ�
LV�EDVHG�SDUWLDOO\�XSRQ�WKH�KLVWRULFDO�YRODWLOLW\�RI�WKH�&RPSDQ\µV FRPPRQ�VWRFN��ZKLFK�PD\�RU�PD\�QRW�EH�D�WUXH�LQGLFDWRU�
RI�IXWXUH�YRODWLOLW\��SDUWLFXODUO\ DV�WKH &RPSDQ\�FRQWLQXHV WR�VHHN WR�GLYHUVLI\ LWV�FXVWRPHU EDVH���7KH DVVXPSWLRQV�
XVHG�LQ�FDOFXODWLQJ�WKH�IDLU�YDOXHV�RI�VWRFN�RSWLRQ�JUDQWV�UHSUHVHQW�PDQDJHPHQWµV�EHVW�HVWLPDWHV��EXW�WKHVH�HVWLPDWHV�
LQYROYH�LQKHUHQW�XQFHUWDLQWLHV�DQG�WKH�DSSOLFDWLRQ�RI�MXGJPHQW��$V�D�UHVXOW��LI�IDFWRUV�FKDQJH�DQG�GLIIHUHQW�DVVXPSWLRQV�
DUH�XVHG��VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�FRXOG�EH�VLJQLILFDQWO\�GLIIHUHQW�IURP�ZKDW�WKH�&RPSDQ\�UHFRUGHG�LQ�WKH�
FXUUHQW�SHULRG�

,QFRPH�7D[HV

6LJQLILFDQW�MXGJPHQW�LV�UHTXLUHG�LQ�GHWHUPLQLQJ�ZRUOGZLGH�LQFRPH�WD[�H[SHQVH�EDVHG�XSRQ�WD[�ODZV�LQ�WKH�YDULRXV�
MXULVGLFWLRQV�LQ�ZKLFK�WKH�&RPSDQ\�RSHUDWHV���7KH�&RPSDQ\�KDV�HVWDEOLVKHG�UHVHUYHV�IRU�LQFRPH�WD[HV�E\�DSSO\LQJ�
WKH�²PRUH�OLNHO\�WKDQ�QRW³�FULWHULD��XQGHU�ZKLFK�WKH�UHFRJQLWLRQ�WKUHVKROG�LV�PHW�ZKHQ�DQ�HQWLW\�FRQFOXGHV�WKDW�D�WD[�
SRVLWLRQ��EDVHG�VROHO\�RQ�LWV�WHFKQLFDO�PHULWV��LV�PRUH�OLNHO\�WKDQ�QRW�WR�EH�VXVWDLQHG�XSRQ�H[DPLQDWLRQ�E\�WKH�UHOHYDQW�
WD[�DXWKRULW\�� �$OO WD[�SRVLWLRQV�DUH�DQDO\]HG�SHULRGLFDOO\�DQG�DGMXVWPHQWV�DUH�PDGH�DV�HYHQWV�RFFXU� WKDW�ZDUUDQW�
PRGLILFDWLRQ��VXFK�DV�WKH�FRPSOHWLRQ�RI�DXGLWV�RU�WKH�H[SLUDWLRQ�RI�VWDWXWHV�RI�OLPLWDWLRQV��ZKLFK�PD\�UHVXOW�LQ�IXWXUH�
FKDUJHV�RU�FUHGLWV�WR�LQFRPH�WD[�H[SHQVH�

$V�SDUW�RI�WKH�SURFHVV�RI�SUHSDULQJ�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��PDQDJHPHQW�LV�UHTXLUHG�WR�HVWLPDWH�LQFRPH�
WD[HV�LQ�HDFK�RI�WKH�MXULVGLFWLRQV�LQ�ZKLFK�WKH�&RPSDQ\�RSHUDWHV���7KLV�SURFHVV�LQYROYHV�HVWLPDWLQJ�WKH�FXUUHQW�WD[�
OLDELOLW\��DV�ZHOO�DV�DVVHVVLQJ�WHPSRUDU\�GLIIHUHQFHV�DULVLQJ�IURP�WKH�GLIIHUHQW�WUHDWPHQW�RI�LWHPV�IRU�ILQDQFLDO�VWDWHPHQW�
DQG�WD[�SXUSRVHV��7KHVH�GLIIHUHQFHV UHVXOW�LQ�GHIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV��ZKLFK�DUH�UHFRUGHG�RQ�WKH�&RQVROLGDWHG�
%DODQFH�6KHHWV�



��

2Q�'HFHPEHU�����������WKH7D[�&XWV�DQG�-REV$FW��WKH��7D[�$FW���ZDV�VLJQHG�LQWR�ODZ�DQG��DV�D�UHVXOW��WKH�8�6��IHGHUDO�
VWDWXWRU\�FRUSRUDWH�WD[�UDWH�ZDV�ORZHUHG�IURP�����WR�������7KH�&RPSDQ\�KDV�UHPHDVXUHG�LWV�GHIHUUHG�WD[�SRVLWLRQV�
DV�RI�'HFHPEHU����������DW�WKH�QHZ�HQDFWHG�WD[�UDWH��DQG�DFFRUGLQJO\��KDV�UHFRJQL]HG�WD[�H[SHQVH�RI�������������
IURP�WKH�ZULWH�GRZQ�RI�GHIHUUHG�WD[�DVVHWV�LQ��������0DQDJHPHQW�KDV�HYDOXDWHG�WKH�UHDOL]DELOLW\�RI�WKHVH�UHPHDVXUHG�
GHIHUUHG�WD[�DVVHWV�DQG�KDV�GHWHUPLQHG�WKDW�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�WKH�UHPHDVXUHG�YDOXH�RI�WKHVH�DVVHWV�ZLOO�
EH�UHDOL]HG��QHW�RI�DQ\�YDOXDWLRQ�DOORZDQFH��,Q�UHDFKLQJ�WKLV�FRQFOXVLRQ��ZH�KDYH�HYDOXDWHG�UHOHYDQW�FULWHULD��LQFOXGLQJ�
WKH�&RPSDQ\µV�KLVWRULFDO�SURILWDELOLW\��FXUUHQW�SURMHFWLRQV�RI�IXWXUH�SURILWDELOLW\��DQG�WKH�OLYHV�RI�WD[�FUHGLWV��QHW�RSHUDWLQJ�
DQG�FDSLWDO�ORVVHV��DQG�RWKHU�FDUU\IRUZDUGV��FHUWDLQ�RI�ZKLFK�KDYH�LQGHILQLWH�OLYHV��6KRXOG�WKH�&RPSDQ\�IDLO�WR�JHQHUDWH�
VXIILFLHQW�SUH�WD[�SURILWV�LQ�IXWXUH�SHULRGV��ZH�PD\�EH�UHTXLUHG�WR�UHFRUG�IXUWKHU�PDWHULDO�DGMXVWPHQWV�WR�WKHVH�GHIHUUHG�
WD[�DVVHWV��UHVXOWLQJ�LQ�DGGLWLRQDO�FKDUJHV�WR�LQFRPH�LQ�WKH�SHULRG�RI�GHWHUPLQDWLRQ�

7KH�7D[�$FW DOVR�VXEMHFWV�XQUHSDWULDWHG�IRUHLJQ�HDUQLQJV�WR�D�RQH�WLPH�WUDQVLWLRQ�WD[�� IRU�ZKLFK�WKH�&RPSDQ\�KDV�
UHFRUGHG�HVWLPDWHG�WD[�H[SHQVH�RI��������������LQ������� 7KH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��6(&��UHOHDVHG�
6WDII�$FFRXQWLQJ�%XOOHWLQ��6$%��1R������WR�SURYLGH�JXLGDQFH�WR�FRPSDQLHV�RQ�KRZ�WR�LPSOHPHQW�WKH�DFFRXQWLQJ�DQG�
GLVFORVXUH�FKDQJHV� UHTXLUHG�DV�D� UHVXOW�RI� WKH�7D[�$FW� 7KH�6(&�VWDII JXLGDQFH�KDV� UHFRJQL]HG� WKDW��GXH� WR� WKH�
FRPSOH[LW\�DQG�WLPLQJ�RI�WKH�UHOHDVH�RI�WKH�7D[�$FW��WKH�DFFRXQWLQJ�IRU�WKLV�FKDQJH�LQ�WKH�ODZ�PD\�EH�LQFRPSOHWH�XSRQ�
LVVXDQFH�RI�D�FRPSDQ\
V�ILQDQFLDO�VWDWHPHQWV�IRU�WKH�UHSRUWLQJ�SHULRG�LQ�ZKLFK�WKH�7D[�$FW�ZDV�HQDFWHG���6$%�1R������
VWDWHV�WKDW�LI�D�FRPSDQ\�FDQ�GHWHUPLQH�D�UHDVRQDEOH�HVWLPDWH�IRU�WKH�HIIHFWV�RI�WKH�7D[�$FW�WKHQ�WKLV�HVWLPDWH�FDQ�EH�
LQFOXGHG�LQ�WKH�ILQDQFLDO�VWDWHPHQWV���7KH�&RPSDQ\�KDV�PDGH�ZKDW�LW�FRQVLGHUV�WR�EH�D�UHDVRQDEOH�HVWLPDWH�RI�WKH�
LPSDFW�RI� WKH�QHZ� WD[HV� UHODWLQJ� WR� IRUHLJQ�HDUQLQJV�DQG� WKH�ZULWH�GRZQ�RI� LWV�GHIHUUHG� WD[�DVVHWV� LQ� LWV� ILQDQFLDO�
VWDWHPHQWV��7KLV�VLJQLILFDQW�HVWLPDWH�LV�KLJKO\�MXGJPHQWDO�DQG�FKDQJHV�WR�WKLV�HVWLPDWH�FRXOG�UHVXOW�LQ�PDWHULDO�FKDUJHV�
RU�FUHGLWV�LQ�IXWXUH�UHSRUWLQJ�SHULRGV���8�6��7UHDVXU\�UHJXODWLRQV�DQG�DGPLQLVWUDWLYH�JXLGDQFH�KDYH�QRW�EHHQ�ILQDOL]HG�
DV�RI�WKH�GDWH�RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.���7KH�LVVXDQFH�RI�ILQDO�UHJXODWLRQV�PD\�UHTXLUH�WKH�&RPSDQ\�WR�
UHYLVH�LWV�HVWLPDWHV�RI�HDUQLQJV�DQG�SURILWV�DV�ZHOO�DV�FHUWDLQ�GHIHUUHG�WD[HV�DV�UHTXLUHG��

7KH�&RPSDQ\�ZLOO�FRQWLQXH�WR�JDWKHU�DQG�DQDO\]H�LQIRUPDWLRQ�RQ�KLVWRULFDO�XQUHSDWULDWHG�IRUHLJQ�HDUQLQJV�DQG�WR�PRQLWRU�
VWDWH�ODZV�UHODWLQJ�WR�WKLV�LQFRPH�WR�ILQDOL]H�ERWK�WKH�IHGHUDO�DQG�VWDWH�WD[�LPSDFW�� 7KH�7D[�$FW�OLPLWV�FHUWDLQ�GHGXFWLRQV�
DQG�WKHVH�OLPLWDWLRQV�PD\�LPSDFW�WKH�YDOXH�RI�H[LVWLQJ�GHIHUUHG�WD[�DVVHWV���7KH�&RPSDQ\�ZLOO�FRQWLQXH�WR�UHYLHZ�WKH�
LPSDFW�RI�WKHVH�OLPLWDWLRQV�DV�UHJXODWRU\�JXLGDQFH�LV�LVVXHG���

%XVLQHVV�&RPELQDWLRQV

%XVLQHVV�FRPELQDWLRQV�DUH�DFFRXQWHG�IRU�XQGHU�WKH�DFTXLVLWLRQ�PHWKRG�RI�DFFRXQWLQJ���'HWHUPLQLQJ�ZKDW�FRQVWLWXWHV�
D�EXVLQHVV�WR�TXDOLI\�DV�D�EXVLQHVV�FRPELQDWLRQ�UHTXLUHV�VRPH�MXGJPHQW���$OORFDWLQJ�WKH�SXUFKDVH�SULFH�UHTXLUHV�WKH�
&RPSDQ\�WR�LGHQWLI\�DQG�HVWLPDWH�WKH�IDLU�YDOXHV�RI�YDULRXV�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG���0DQDJHPHQW�LV�
UHVSRQVLEOH�IRU�GHWHUPLQLQJ�WKH�DSSURSULDWH�YDOXDWLRQ�PRGHO�DQG�HVWLPDWHG�IDLU�YDOXHV��DQG�LQ�GRLQJ�VR��FRQVLGHUV�D�
QXPEHU�RI�IDFWRUV��LQFOXGLQJ�LQIRUPDWLRQ�SURYLGHG�E\�DQ�RXWVLGH�YDOXDWLRQ�DGYLVRU���0DQDJHPHQW�SULPDULO\�HVWDEOLVKHV�
IDLU�YDOXH�XVLQJ�WKH�LQFRPH�DSSURDFK�EDVHG�XSRQ�D�GLVFRXQWHG�FDVK�IORZ�PRGHO���7KH�LQFRPH�DSSURDFK�UHTXLUHV�WKH�
XVH� RI� PDQ\� DVVXPSWLRQV� DQG� HVWLPDWHV� LQFOXGLQJ� IXWXUH� UHYHQXHV� DQG� H[SHQVHV�� DV� ZHOO� DV� GLVFRXQW� IDFWRUV��
&RQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLWLHV�DUH�UHSRUWHG�DW�WKHLU�HVWLPDWHG�IDLU�YDOXHV�EDVHG�XSRQ�SUREDELOLW\�DGMXVWHG�SUHVHQW�
YDOXHV�RI�WKH�FRQVLGHUDWLRQ�H[SHFWHG�WR�EH�SDLG��XVLQJ�VLJQLILFDQW�LQSXWV�DQG�HVWLPDWHV�� .H\�DVVXPSWLRQV�XVHG�LQ�
WKHVH�HVWLPDWHV�LQFOXGH�SUREDELOLW\�DVVHVVPHQWV�ZLWK�UHVSHFW�WR�WKH�OLNHOLKRRG�RI�DFKLHYLQJ�FHUWDLQ�PLOHVWRQHV�DQG�
GLVFRXQW�UDWHV�FRQVLVWHQW�ZLWK�WKH�OHYHO�RI�ULVN�RI�DFKLHYHPHQW��7KH�IDLU�YDOXH�RI�WKHVH�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLWLHV�
DUH�UHPHDVXUHG�HDFK�UHSRUWLQJ�SHULRG��ZLWK�FKDQJHV�LQ�WKH�IDLU�YDOXH�UHFRUGHG�LQ��2WKHU�LQFRPH��H[SHQVH���RQ�WKH�
&RQVROLGDWHG�6WDWHPHQW�RI�2SHUDWLRQV��7KH�UHPHDVXUHG�OLDELOLW\�DPRXQW�FRXOG�EH�VLJQLILFDQWO\�GLIIHUHQW IURP�WKH�DPRXQW�
DW�WKH�DFTXLVLWLRQ�GDWH��UHVXOWLQJ�LQ�PDWHULDO�FKDUJHV�RU�FUHGLWV�LQ�IXWXUH�UHSRUWLQJ�SHULRGV��
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5HIHU�WR�3DUW�,,��,WHP�����1RWH���ZLWKLQ�WKLV�)RUP����.��IRU�D�IXOO�GHVFULSWLRQ�RI�UHFHQWO\�LVVXHG�DFFRXQWLQJ�SURQRXQFHPHQWV�
LQFOXGLQJ�WKH�H[SHFWHG�GDWHV�RI�DGRSWLRQ�DQG�H[SHFWHG�LPSDFW�RQ�WKH�ILQDQFLDO�SRVLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�RI�
WKH�&RPSDQ\��

,7(0��$���48$17,7$7,9(�$1'�48$/,7$7,9(�',6&/2685(6�$%287�0$5.(7�5,6.

7KH�&RPSDQ\� LV� H[SRVHG� WR� FHUWDLQ� ULVNV� UHODWLQJ� WR� LWV� RQJRLQJ� EXVLQHVV� RSHUDWLRQV�� LQFOXGLQJ� IRUHLJQ� FXUUHQF\�
H[FKDQJH�UDWH�ULVN�DQG�LQWHUHVW�UDWH�ULVN���7KH�&RPSDQ\�FXUUHQWO\�PLWLJDWHV�FHUWDLQ�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�
ULVNV�ZLWK� GHULYDWLYH� LQVWUXPHQWV�� 7KH�&RPSDQ\� GRHV� QRW� FXUUHQWO\�PDQDJH� LWV� LQWHUHVW� UDWH� ULVN� ZLWK� GHULYDWLYH�
LQVWUXPHQWV�



��

)RUHLJQ�&XUUHQF\�5LVN

7KH�&RPSDQ\�IDFHV�H[SRVXUH�WR�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�IOXFWXDWLRQV��DV�D�VLJQLILFDQW�SRUWLRQ�RI�LWV�UHYHQXHV��
H[SHQVHV��DVVHWV��DQG�OLDELOLWLHV�DUH�GHQRPLQDWHG�LQ�FXUUHQFLHV�RWKHU�WKDQ�WKH�IXQFWLRQDO�FXUUHQFLHV�RI�WKH�&RPSDQ\µV�
VXEVLGLDULHV�RU�WKH�UHSRUWLQJ�FXUUHQF\�RI�WKH�&RPSDQ\��ZKLFK�LV�WKH�8�6��'ROODU���,Q�FHUWDLQ�LQVWDQFHV��ZH�XWLOL]H�IRUZDUG�
FRQWUDFWV�WR�KHGJH�DJDLQVW�IRUHLJQ�FXUUHQF\�IOXFWXDWLRQV��7KHVH�FRQWUDFWV�DUH�XVHG�WR�PLQLPL]H�IRUHLJQ�JDLQV�RU�ORVVHV��
DV�WKH�JDLQV�RU�ORVVHV�RQ�WKH�GHULYDWLYH�DUH�LQWHQGHG�WR�RIIVHW�WKH�ORVVHV�RU�JDLQV�RQ�WKH�XQGHUO\LQJ�H[SRVXUH���:H�GR�
QRW�HQJDJH�LQ�IRUHLJQ�FXUUHQF\�VSHFXODWLRQ��

7KH�&RPSDQ\µV�IRUHLJQ�FXUUHQF\�ULVN�PDQDJHPHQW�VWUDWHJ\�LV�SULQFLSDOO\�GHVLJQHG�WR�PLWLJDWH�WKH�SRWHQWLDO�ILQDQFLDO�
LPSDFW�RI�FKDQJHV�LQ�WKH�YDOXH�RI�WUDQVDFWLRQV�DQG�EDODQFHV�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�UHVXOWLQJ�IURP�FKDQJHV�
LQ�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWHV��7KH�&RPSDQ\�HQWHUV�LQWR�WZR�W\SHV�RI�KHGJHV�WR�PDQDJH�WKLV�ULVN���7KH�ILUVW�DUH�
HFRQRPLF�KHGJHV�ZKLFK�XWLOL]H�IRUHLJQ�FXUUHQF\�IRUZDUG�FRQWUDFWV�ZLWK�PDWXULWLHV�RI�XS�WR����GD\V WR�PDQDJH�WKH�
H[SRVXUH�WR�IOXFWXDWLRQV�LQ�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWHV�DULVLQJ�SULPDULO\�IURP�IRUHLJQ�GHQRPLQDWHG�UHFHLYDEOHV�
DQG�SD\DEOHV���7KH�JDLQV�DQG�ORVVHV�RQ�WKHVH�GHULYDWLYHV�DUH�LQWHQGHG�WR�EH�RIIVHW�E\�WKH�FKDQJHV�LQ�WKH�IDLU�YDOXH�RI�
WKH�DVVHWV�DQG� OLDELOLWLHV�EHLQJ�KHGJHG�� 7KH�VHFRQG�DUH�FDVK� IORZ�KHGJHV�ZKLFK�XWLOL]H� IRUHLJQ�FXUUHQF\� IRUZDUG�
FRQWUDFWV�ZLWK�PDWXULWLHV�RI� XS� WR����PRQWKV WR�KHGJH�VSHFLILF� IRUHFDVWHG� WUDQVDFWLRQV�RI� WKH�&RPSDQ\
V� IRUHLJQ�
VXEVLGLDULHV�ZLWK�WKH�JRDO�RI�SURWHFWLQJ�RXU�EXGJHWHG�UHYHQXHV�DQG�H[SHQVHV�DJDLQVW�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�
FKDQJHV�FRPSDUHG�WR�RXU�EXGJHWHG�UDWHV��

7KH�&RPSDQ\�KDG�WKH�IROORZLQJ�RXWVWDQGLQJ�IRUZDUG�FRQWUDFWV��LQ�WKRXVDQGV���

'HFHPEHU��������� 'HFHPEHU���������

&XUUHQF\
1RWLRQDO
9DOXH

86'
(TXLYDOHQW

+LJK
5DWH

/RZ
5DWH

1RWLRQDO
9DOXH

86'
(TXLYDOHQW

+LJK
5DWH

/RZ
5DWH

'HULYDWLYHV�'HVLJQDWHG�DV�+HGJLQJ�,QVWUXPHQWV�

-DSDQHVH�<HQ ± � ± ± ± ������� � ����� ������ ������

+XQJDULDQ�)RULQW ± ± ± ± ������ ��� ������ ������

6LQJDSRUH�'ROODU ± ± ± ± ��� �� ������ ������

'HULYDWLYHV�1RW�'HVLJQDWHG�DV�+HGJLQJ�,QVWUXPHQWV�

-DSDQHVH�<HQ ������� � ����� ������ ������ ������� � ����� ������ ������

%ULWLVK�3RXQG ����� ����� ������ ������ ����� ����� ������ ������

.RUHDQ�:RQ ��������� ����� ����� ����� ��������� ����� ����� �����

+XQJDULDQ�)RULQW ������� ����� ������ ������ ������� ����� ������ ������

6LQJDSRUH�'ROODU ± ± ± ± ����� ��� ������ ������

7DLZDQHVH�'ROODU ������ ����� ����� ����� ������ ��� ����� �����

6ZLVV�)UDQF ����� ����� ������ ������ ± ± ± ±

$ FKDQJH�LQ�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWHV�FRXOG�PDWHULDOO\�LPSDFW�WKH�IDLU�YDOXH�RI�WKHVH�FRQWUDFWV��KRZHYHU��LI�WKLV�
RFFXUUHG�� WKH� IDLU�YDOXH�RI� WKH�XQGHUO\LQJ�H[SRVXUHV�KHGJHG�E\� WKH�FRQWUDFWV�ZRXOG�FKDQJH�E\�D�VLPLODU�DPRXQW��
$FFRUGLQJO\��PDQDJHPHQW�GRHV�QRW�EHOLHYH�WKDW�D�PDWHULDO�FKDQJH�LQ�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWHV�XVHG�LQ�WKH�IDLU�
YDOXH�RI�RXU�GHULYDWLYH�LQVWUXPHQWV�ZRXOG�PDWHULDOO\�LPSDFW�RSHUDWLRQV�RU�FDVK�IORZV�

7KH� VXFFHVV� RI� RXU� IRUHLJQ� FXUUHQF\� ULVN� PDQDJHPHQW� SURJUDP� GHSHQGV� XSRQ� IRUHFDVWV� RI� WUDQVDFWLRQ� DFWLYLW\�
GHQRPLQDWHG�LQ�YDULRXV�FXUUHQFLHV�� 7R�WKH�H[WHQW�WKDW�WKHVH�IRUHFDVWV�DUH�RYHUVWDWHG�RU�XQGHUVWDWHG�GXULQJ�SHULRGV�
RI�FXUUHQF\�YRODWLOLW\��ZH�FRXOG�H[SHULHQFH�XQDQWLFLSDWHG�IRUHLJQ�FXUUHQF\�JDLQV�RU�ORVVHV�WKDW�FRXOG�KDYH�D�PDWHULDO�
LPSDFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV�� )XUWKHUPRUH��RXU�IDLOXUH�WR�LGHQWLI\�QHZ�H[SRVXUHV�DQG�KHGJH�WKHP�LQ�DQ�HIIHFWLYH�
PDQQHU�PD\�UHVXOW�LQ�PDWHULDO�IRUHLJQ�FXUUHQF\�JDLQV�RU�ORVVHV�

7KH�&RPSDQ\µV�IXQFWLRQDO�FXUUHQF\�UHSRUWLQJ�FXUUHQF\�H[FKDQJH�UDWH�H[SRVXUHV�UHVXOW�IURP�UHYHQXHV�DQG�H[SHQVHV�
WKDW�DUH�GHQRPLQDWHG�LQ�FXUUHQFLHV�RWKHU�WKDQ�WKH�8�6��'ROODU�� $ VLJQLILFDQW�SRUWLRQ�RI�RXU�UHYHQXHV�DQG�H[SHQVHV�DUH�
GHQRPLQDWHG� LQ� WKH�(XUR�� WKH�-DSDQHVH�<HQ��DQG�WKH�&KLQHVH�<XDQ��DOVR�NQRZQ�DV�5HQPLQEL�� 2XU�SUHGRPLQDQW�
FXUUHQF\�RI�VDOH�LV�WKH�8�6��'ROODU�LQ�WKH�$PHULFDV��WKH�(XUR�DQG�8�6��'ROODU�LQ�(XURSH��WKH�<XDQ�LQ�0DLQODQG�&KLQD��
WKH�<HQ�LQ�-DSDQ��DQG�WKH�8�6��'ROODU�LQ�RWKHU�UHJLRQV��:H�HVWLPDWH�WKDW�DSSUR[LPDWHO\�����RI�RXU�VDOHV�LQ������ZHUH�
LQYRLFHG�LQ�FXUUHQFLHV�RWKHU�WKDQ�WKH�8�6��'ROODU��DQG�ZH�H[SHFW�VDOHV�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�WR�FRQWLQXH�
WR�UHSUHVHQW�D�VLJQLILFDQW�SRUWLRQ�RI�RXU�WRWDO�UHYHQXH�� :KLOH�ZH�DOVR�KDYH�H[SHQVHV�GHQRPLQDWHG�LQ�WKHVH�VDPH�
IRUHLJQ�FXUUHQFLHV��WKH�LPSDFW�RQ�UHYHQXHV�KDV�KLVWRULFDOO\�EHHQ��DQG�LV�H[SHFWHG�WR�FRQWLQXH�WR�EH��JUHDWHU�WKDQ�WKH�



��

RIIVHWWLQJ LPSDFW�RQ�H[SHQVHV�� 7KHUHIRUH�� LQ� WLPHV�ZKHQ� WKH�8�6��'ROODU� VWUHQJWKHQV� LQ� UHODWLRQ� WR� WKHVH� IRUHLJQ�
FXUUHQFLHV��ZH�ZRXOG�H[SHFW�WR�UHSRUW�D�QHW�GHFUHDVH�LQ�RSHUDWLQJ�LQFRPH���&RQYHUVHO\��LQ�WLPHV�ZKHQ�WKH�8�6��'ROODU�
ZHDNHQV�LQ�UHODWLRQ�WR�WKHVH�IRUHLJQ�FXUUHQFLHV��ZH�ZRXOG�H[SHFW�WR�UHSRUW�D�QHW�LQFUHDVH�LQ�RSHUDWLQJ�LQFRPH���7KXV��
FKDQJHV�LQ�WKH�UHODWLYH�VWUHQJWK�RI�WKH�8�6��'ROODU�PD\�KDYH�D�PDWHULDO�LPSDFW�RQ�RXU�RSHUDWLQJ�UHVXOWV�

,QWHUHVW�5DWH�5LVN

7KH�&RPSDQ\µV LQYHVWPHQW�SRUWIROLR�RI�GHEW�VHFXULWLHV�LQFOXGHV�FRUSRUDWH�ERQGV��WUHDVXU\�ELOOV��DVVHW�EDFNHG�VHFXULWLHV��
DJHQF\�ERQGV��VRYHUHLJQ�ERQGV�DQG�PXQLFLSDO�ERQGV��'HEW�VHFXULWLHV�ZLWK�RULJLQDO�PDWXULWLHV�JUHDWHU�WKDQ�WKUHH�PRQWKV�
DUH�GHVLJQDWHG�DV�DYDLODEOH�IRU�VDOH�DQG�DUH�UHSRUWHG�DW�IDLU�YDOXH���$V�RI�'HFHPEHU�����������WKH�IDLU�YDOXH�RI�WKH�
&RPSDQ\µV�SRUWIROLR�RI�GHEW�VHFXULWLHV�DPRXQWHG�WR��������������ZLWK�DPRUWL]HG�FRVW�DPRXQWV�WRWDOLQJ���������������
PDWXULWLHV�WKDW�GR�QRW�H[FHHG�VHYHQ�\HDUV��DQG�D�\LHOG�WR�PDWXULW\�RI���������'LIIHUHQFHV�EHWZHHQ WKH�IDLU�YDOXH�DQG�
SULQFLSDO�DPRXQWV�RI�WKH�&RPSDQ\µV�SRUWIROLR�RI�GHEW�VHFXULWLHV�DUH�SULPDULO\�DWWULEXWDEOH�WR�GLVFRXQWV�DQG�SUHPLXPV�
DULVLQJ�DW�WKH�DFTXLVLWLRQ�GDWH��DV�ZHOO�DV�XQUHDOL]HG�JDLQV�DQG�ORVVHV�DV�RI�WKH�EDODQFH�VKHHW�GDWH�

$OWKRXJK�LW�LV�WKH�&RPSDQ\µV�SROLF\�WR�LQYHVW�LQ�GHEW�VHFXULWLHV�ZLWK�HIIHFWLYH�PDWXULWLHV�WKDW�GR�QRW�H[FHHG�WHQ�\HDUV��
����RI�WKH�LQYHVWPHQW�SRUWIROLR�DV�RI�'HFHPEHU����������KDV�HIIHFWLYH�PDWXULW\�GDWHV�RI�OHVV�WKDQ�WKUHH�\HDUV���*LYHQ�
WKH� UHODWLYHO\� VKRUW� PDWXULWLHV� DQG� LQYHVWPHQW�JUDGH� TXDOLW\� RI� WKH� &RPSDQ\µV SRUWIROLR� RI� GHEW� VHFXULWLHV� DV� RI�
'HFHPEHU�����������D�VKDUS�ULVH�LQ�LQWHUHVW�UDWHV�VKRXOG�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�WKH�IDLU�YDOXH�RI�WKHVH�
LQVWUXPHQWV���$V�D�UHVXOW��WKH�&RPSDQ\�GRHV�QRW�FXUUHQWO\�KHGJH�WKHVH�LQWHUHVW�UDWH�H[SRVXUHV�

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�K\SRWKHWLFDO�FKDQJH�LQ�WKH�IDLU�YDOXH�RI�WKH�&RPSDQ\µV�SRUWIROLR�RI�GHEW�VHFXULWLHV�
DULVLQJ�IURP�VHOHFWHG�SRWHQWLDO�FKDQJHV�LQ�LQWHUHVW�UDWHV��LQ�WKRXVDQGV���7KLV�PRGHOLQJ�WHFKQLTXH�PHDVXUHV�WKH�FKDQJH�
LQ�IDLU�YDOXH�WKDW�ZRXOG�UHVXOW�IURP�D�SDUDOOHO�VKLIW�LQ�WKH�\LHOG�FXUYH�SOXV�RU�PLQXV����DQG�����EDVLV�SRLQWV��%3��RYHU�D�
WZHOYH�PRQWK�WLPH�KRUL]RQ�

7\SH�RI�VHFXULW\
9DOXDWLRQ�RI�VHFXULWLHV�JLYHQ
DQ�LQWHUHVW�UDWH�GHFUHDVH

1R�FKDQJH�LQ
LQWHUHVW�UDWHV

9DOXDWLRQ�RI�VHFXULWLHV�JLYHQ
DQ�LQWHUHVW�UDWH�LQFUHDVH

�����%3� ����%3� ���%3 ����%3

&RUSRUDWH�ERQGV � ������� � ������� � ������� � ������� � �������

7UHDVXU\�ELOOV ������� ������� ������� ������� �������

$VVHW�EDFNHG�VHFXULWLHV ������� ������� ������� ������� �������

6RYHUHLJQ�ERQGV ������ ������ ������ ������ ������

$JHQF\�ERQGV ������ ������ ������ ������ ������

0XQLFLSDO�ERQGV ������ ������ ������ ������ ������

� ������� � ������� � ������� � ������� � �������
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,7(0�����),1$1&,$/�67$7(0(176�$1'�6833/(0(17$5<�'$7$

,1'(;�72�),1$1&,$/�67$7(0(176�$1'�6833/(0(17$5<�'$7$

&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�

5HSRUW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP

&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV�IRU�WKH�<HDUV�(QGHG�'HFHPEHU�����������������DQG�����

&RQVROLGDWHG�6WDWHPHQWV�RI�&RPSUHKHQVLYH�,QFRPH�IRU�WKH�<HDUV�(QGHG�'HFHPEHU�����������������
DQG�����

&RQVROLGDWHG�%DODQFH�6KHHWV�DV�RI�'HFHPEHU����������DQG�����

&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�)ORZV�IRU�WKH�<HDUV�(QGHG�'HFHPEHU�����������������DQG�����

&RQVROLGDWHG�6WDWHPHQWV�RI�6KDUHKROGHUVµ�(TXLW\�IRU�WKH�<HDUV�(QGHG�'HFHPEHU�����������������
DQG�����

1RWHV�WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

6HOHFWHG�4XDUWHUO\�)LQDQFLDO�'DWD��XQDXGLWHG�

)LQDQFLDO�6WDWHPHQW�6FKHGXOH�

5HSRUW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP

6FKHGXOH�,,�°�9DOXDWLRQ�DQG�4XDOLI\LQJ�$FFRXQWV�IRU�WKH�<HDUV�(QGHG�'HFHPEHU�����������������DQG�
����

��

��

��

��

��

��

��

��

��

��
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%RDUG�RI�'LUHFWRUV�DQG�6KDUHKROGHUV�
&RJQH[�&RUSRUDWLRQ

2SLQLRQ�RQ�WKH�ILQDQFLDO�VWDWHPHQWV�

:HKDYH�DXGLWHG�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHWV�RI�&RJQH[�&RUSRUDWLRQ��D�0DVVDFKXVHWWV�FRUSRUDWLRQ��
DQG� VXEVLGLDULHV� �WKH� ²&RPSDQ\³�� DV� RI� 'HFHPEHU����� ���� DQG� ����� WKH� UHODWHG� FRQVROLGDWHG� VWDWHPHQWV� RI�
RSHUDWLRQV��FRPSUHKHQVLYH�LQFRPH��FDVK�IORZV��DQG�VKDUHKROGHUVµ HTXLW\�IRU�HDFK�RI�WKH�WKUHH�\HDUV�LQ�WKH�SHULRG�
HQGHG�'HFHPEHU���������� DQG�WKH�UHODWHG�QRWHV��FROOHFWLYHO\�UHIHUUHG�WR�DV�WKH�²ILQDQFLDO�VWDWHPHQWV³��� ,Q�RXU�RSLQLRQ��
WKH�ILQDQFLDO�VWDWHPHQWV�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO�UHVSHFWV��WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�&RPSDQ\�DV�RI�'HFHPEHU�����
�����DQG�������DQG�WKH�UHVXOWV�RI�WKHLU�RSHUDWLRQV�DQG��WKHLU�FDVK�IORZV�IRU�HDFK�RI�WKH�WKUHH�\HDUV�LQ�WKH�SHULRG�HQGHG�
'HFHPEHU�����������LQ�FRQIRUPLW\�ZLWK�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD��

:H�DOVR�KDYH�DXGLWHG��LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�
6WDWHV���²3&$2%³���WKH�&RPSDQ\µV�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�'HFHPEHU�����������EDVHG�RQ�FULWHULD�
HVWDEOLVKHG�LQ�WKH������,QWHUQDO�&RQWURO�,QWHJUDWHG�)UDPHZRUN�LVVXHG�E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�2UJDQL]DWLRQV�
RI�WKH�7UHDGZD\�&RPPLVVLRQ��²&262³���DQG�RXU�UHSRUW�GDWHG�)HEUXDU\����������H[SUHVVHG�DQ�XQTXDOLILHG�RSLQLRQ��

%DVLV�IRU�RSLQLRQ�

7KHVH�ILQDQFLDO�VWDWHPHQWV�DUH�WKH�UHVSRQVLELOLW\�RI�WKH�&RPSDQ\µV�PDQDJHPHQW���2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�
RSLQLRQ�RQ�WKH�&RPSDQ\µV�ILQDQFLDO�VWDWHPHQWV�EDVHG�RQ�RXU�DXGLWV���:H�DUH�D�SXEOLF�DFFRXQWLQJ�ILUP�UHJLVWHUHG�ZLWK�
WKH�3&$2%�DQG�DUH�UHTXLUHG�WR�EH�LQGHSHQGHQW�ZLWK�UHVSHFW�WR�WKH�&RPSDQ\�LQ�DFFRUGDQFH�ZLWK�WKH�8�6��IHGHUDO�
VHFXULWLHV�ODZV�DQG�WKH�DSSOLFDEOH�UXOHV�DQG�UHJXODWLRQV�RI�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�DQG�WKH�3&$2%��

:H�FRQGXFWHG�RXU�DXGLWV�LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3&$2%��7KRVH�VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�
SHUIRUP� WKH� DXGLW� WR� REWDLQ� UHDVRQDEOH� DVVXUDQFH� DERXW� ZKHWKHU� WKH� ILQDQFLDO� VWDWHPHQWV� DUH� IUHH� RI� PDWHULDO�
PLVVWDWHPHQW��ZKHWKHU�GXH�WR�HUURU�RU�IUDXG��2XU�DXGLWV�LQFOXGHG�SHUIRUPLQJ�SURFHGXUHV�WR�DVVHVV�WKH�ULVNV�RI�PDWHULDO�
PLVVWDWHPHQW�RI�WKH�ILQDQFLDO�VWDWHPHQWV��ZKHWKHU�GXH�WR�HUURU�RU�IUDXG��DQG�SHUIRUPLQJ�SURFHGXUHV�WKDW�UHVSRQG�WR�
WKRVH�ULVNV���6XFK�SURFHGXUHV�LQFOXGHG�H[DPLQLQJ��RQ�D�WHVW�EDVLV��HYLGHQFH�VXSSRUWLQJ�WKH�DPRXQWV�DQG�GLVFORVXUHV�
LQ�WKH�ILQDQFLDO�VWDWHPHQWV��2XU�DXGLWV�DOVR�LQFOXGHG�HYDOXDWLQJ�WKH�DFFRXQWLQJ�SULQFLSOHV�XVHG�DQG�VLJQLILFDQW�HVWLPDWHV�
PDGH�E\�PDQDJHPHQW��DV�ZHOO�DV�HYDOXDWLQJ�WKH�RYHUDOO�SUHVHQWDWLRQ�RI�WKH�ILQDQFLDO�VWDWHPHQWV���:H�EHOLHYH�WKDW�RXU�
DXGLWV�SURYLGH�D�UHDVRQDEOH�EDVLV�IRU�RXU�RSLQLRQ�

�V��*5$17�7+251721�//3

:H�KDYH�VHUYHG�DV�WKH�&RPSDQ\µV�DXGLWRU�VLQFH�������

%RVWRQ��0DVVDFKXVHWWV
)HEUXDU\����������



��

&2*1(;�&25325$7,21�°�&2162/,'$7('�67$7(0(176�2)�23(5$7,216

<HDU�(QGHG�'HFHPEHU����

���� ���� ����

�,Q�WKRXVDQGV��H[FHSW�SHU�VKDUH�DPRXQWV�

5HYHQXH � ������� � ������� � �������

&RVW�RI�UHYHQXH ������� ������� �������

*URVV�PDUJLQ ������� ������� �������

5HVHDUFK��GHYHORSPHQW��DQG�HQJLQHHULQJ�H[SHQVHV ������ ������ ������

6HOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH�H[SHQVHV ������� ������� �������

2SHUDWLQJ�LQFRPH ������� ������� �������

)RUHLJQ�FXUUHQF\�JDLQ��ORVV� ������� ��� �����

,QYHVWPHQW�LQFRPH ����� ����� �����

2WKHU�LQFRPH��H[SHQVH� ����� ��� ���

,QFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV�EHIRUH�LQFRPH�WD[�H[SHQVH ������� ������� �������

,QFRPH�WD[�H[SHQVH�RQ�FRQWLQXLQJ�RSHUDWLRQV ������ ������ ������

1HW�LQFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV ������� ������� �������

1HW�LQFRPH��ORVV��IURP�GLVFRQWLQXHG�RSHUDWLRQV��1RWH���� ± ����� ������

1HW�LQFRPH � ������� � ������� � �������

%DVLF�HDUQLQJV�SHU�ZHLJKWHG�DYHUDJH�FRPPRQ�DQG�FRPPRQ�
HTXLYDOHQW�VKDUH�����

1HW�LQFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV � ���� � ���� � ����

1HW�LQFRPH��ORVV��IURP�GLVFRQWLQXHG�RSHUDWLRQV � ± � ± � ����

1HW�LQFRPH � ���� � ���� � ����

'LOXWHG�HDUQLQJV�SHU�ZHLJKWHG�DYHUDJH�FRPPRQ�DQG�FRPPRQ�
HTXLYDOHQW�VKDUH�����

1HW�LQFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV � ���� � ���� � ����

1HW�LQFRPH��ORVV��IURP�GLVFRQWLQXHG�RSHUDWLRQV � ± � ± � ����
1HW�LQFRPH � ���� � ���� � ����

:HLJKWHG�DYHUDJH�FRPPRQ�DQG�FRPPRQ�HTXLYDOHQW�VKDUHV
RXWVWDQGLQJ�����

%DVLF ������� ������� �������

'LOXWHG ������� ������� �������

&DVK�GLYLGHQGV�SHU�FRPPRQ�VKDUH���� � ���� � ���� � ����

��� 3ULRU�SHULRG�UHVXOWV�KDYH�EHHQ�DGMXVWHG�WR�UHIOHFW�WKH�WZR�IRU�RQH�VWRFN�VSOLW�HIIHFWHG�LQ�WKH�IRUP�RI�D�VWRFN
GLYLGHQG�ZKLFK�RFFXUUHG�LQ�WKH�IRXUWK�TXDUWHU�RI������

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�
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<HDU�(QGHG�'HFHPEHU����

���� ���� ����

�,Q�WKRXVDQGV�

1HW�LQFRPH � ������� � ������� � �������

2WKHU�FRPSUHKHQVLYH�LQFRPH��ORVV���QHW�RI�WD[�

&DVK�IORZ�KHGJHV�

1HW�XQUHDOL]HG�JDLQ��ORVV���QHW�RI�WD[�RI��������������DQG�����LQ
������������DQG�������UHVSHFWLYHO\ � ����� ����

5HFODVVLILFDWLRQ�RI�QHW�UHDOL]HG��JDLQ��ORVV�LQWR�FXUUHQW�RSHUDWLRQV ���� ��� ���

1HW�FKDQJH�UHODWHG�WR�FDVK�IORZ�KHGJHV ���� ����� ���

$YDLODEOH�IRU�VDOH�LQYHVWPHQWV�

1HW�XQUHDOL]HG�JDLQ��ORVV���QHW�RI�WD[�RI�����������DQG��������LQ
������������DQG�������UHVSHFWLYHO\ ��� ����� �����

5HFODVVLILFDWLRQ�RI�QHW�UHDOL]HG��JDLQ��ORVV�LQWR�FXUUHQW�RSHUDWLRQV ����� ����� �����

1HW�FKDQJH�UHODWHG�WR�DYDLODEOH�IRU�VDOH�LQYHVWPHQWV ����� ����� �������

)RUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV�

)RUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV��QHW�RI�WD[�RI�����������
DQG��������LQ�������������DQG�������UHVSHFWLYHO\ ������ ������� ��������

1HW�FKDQJH�UHODWHG�WR�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV ������ ������� ��������

2WKHU�FRPSUHKHQVLYH�LQFRPH��ORVV���QHW�RI�WD[ ������ ������� ��������

7RWDO�FRPSUHKHQVLYH�LQFRPH � ������� � ������� � �������

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�
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'HFHPEHU����

���� ����

�,Q�WKRXVDQGV�

$66(76
&XUUHQW�DVVHWV�

&DVK�DQG�FDVK�HTXLYDOHQWV � ������� � ������

6KRUW�WHUP�LQYHVWPHQWV ������� �������

$FFRXQWV�UHFHLYDEOH��OHVV�UHVHUYHV�RI��������DQG������LQ������DQG
������UHVSHFWLYHO\ ������� ������

8QELOOHG�UHYHQXH ����� �����

,QYHQWRULHV ������ ������

3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV ������ ������

7RWDO�FXUUHQW�DVVHWV ������� �������

/RQJ�WHUP�LQYHVWPHQWV ������� �������

3URSHUW\��SODQW��DQG�HTXLSPHQW��QHW ������ ������

*RRGZLOO ������� ������

,QWDQJLEOH�DVVHWV��QHW ������ �����

'HIHUUHG�LQFRPH�WD[HV ������ ������

2WKHU�DVVHWV ����� �����

7RWDO�DVVHWV � ��������� � ���������

/,$%,/,7,(6�$1'�6+$5(+2/'(56µ�(48,7<

&XUUHQW�OLDELOLWLHV�

$FFRXQWV�SD\DEOH � ������ � �����

$FFUXHG�H[SHQVHV ������ ������

$FFUXHG�LQFRPH�WD[HV ������ �����

'HIHUUHG�UHYHQXH�DQG�FXVWRPHU�GHSRVLWV ����� �����

7RWDO�FXUUHQW�OLDELOLWLHV ������� ������

'HIHUUHG�LQFRPH�WD[HV ��� ±

5HVHUYH�IRU�LQFRPH�WD[HV ����� �����

$FFUXHG�LQFRPH�WD[HV ������ ±

2WKHU�QRQ�FXUUHQW�OLDELOLWLHV ����� �����

7RWDO�OLDELOLWLHV ������� ������

&RPPLWPHQWV�DQG�FRQWLQJHQFLHV��1RWH����

6KDUHKROGHUVµ�HTXLW\�����

&RPPRQ�VWRFN��������SDU�YDOXH�°�$XWKRUL]HG����������VKDUHV��LVVXHG
DQG�RXWVWDQGLQJ����������DQG���������VKDUHV�LQ������DQG������
UHVSHFWLYHO\ ��� ���

$GGLWLRQDO�SDLG�LQ�FDSLWDO ������� �������

5HWDLQHG�HDUQLQJV ������� �������

$FFXPXODWHG�RWKHU�FRPSUHKHQVLYH�ORVV��QHW�RI�WD[ �������� ��������

7RWDO�VKDUHKROGHUVµ�HTXLW\ ��������� �������

� ��������� � ���������

��� 3ULRU�SHULRG�DPRXQWV�KDYH�EHHQ�DGMXVWHG�WR�UHIOHFW�WKH�WZR�IRU�RQH�VWRFN�VSOLW�HIIHFWHG�LQ�WKH�IRUP�RI�D�VWRFN
GLYLGHQG�ZKLFK�RFFXUUHG�LQ�WKH�IRXUWK�TXDUWHU�RI������

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�
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<HDU�(QGHG�'HFHPEHU����

���� ���� ����

�,Q�WKRXVDQGV�

&DVK�IORZV�IURP�RSHUDWLQJ�DFWLYLWLHV�

1HW�LQFRPH � ������� � ������� � �������

$GMXVWPHQWV�WR�UHFRQFLOH�QHW�LQFRPH�WR�QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�

�*DLQ��ORVV�RQ�VDOH�RI�GLVFRQWLQXHG�EXVLQHVV ± ��� ��������

6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH ������ ������ ������

'HSUHFLDWLRQ�RI�SURSHUW\��SODQW��DQG�HTXLSPHQW ������ ������ �����

$PRUWL]DWLRQ�RI�LQWDQJLEOH�DVVHWV ����� ����� �����

,PSDLUPHQW�RI�LQWDQJLEOH�DVVHWV ��� ± ±

$PRUWL]DWLRQ�RI�GLVFRXQWV�RU�SUHPLXPV�RQ�LQYHVWPHQWV ��� ��� ���

5HDOL]HG��JDLQ��ORVV�RQ�VDOH�RI�LQYHVWPHQWV ����� ������� �����

5HYDOXDWLRQ�RI�FRQWLQJHQW�FRQVLGHUDWLRQ ���� ����� �����

&KDQJH�LQ�GHIHUUHG�LQFRPH�WD[HV ����� ������� �������

&KDQJHV�LQ�RSHUDWLQJ�DVVHWV�DQG�OLDELOLWLHV�

$FFRXQWV�UHFHLYDEOH �������� �������� �������

8QELOOHG�UHYHQXH ������� ������� �����

,QYHQWRULHV �������� ������ �������

$FFRXQWV�SD\DEOH ������ ����� �������

$FFUXHG�H[SHQVHV ������ ����� �������

$FFUXHG�LQFRPH�WD[HV ������ ����� �����

'HIHUUHG�UHYHQXH�DQG�FXVWRPHU�GHSRVLWV ����� ������� �����

2WKHU ������� ������� ���

1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV ������� ������� �������

&DVK�IORZV�IURP�LQYHVWLQJ�DFWLYLWLHV�

3XUFKDVHV�RI�LQYHVWPHQWV ��������� ��������� ���������

0DWXULWLHV�DQG�VDOHV�RI�LQYHVWPHQWV ������� ������� �������

3XUFKDVHV�RI�SURSHUW\��SODQW��DQG�HTXLSPHQW �������� �������� ��������

&DVK�SDLG�IRU�DFTXLVLWLRQ�RI�EXVLQHVV��QHW�RI�FDVK�DFTXLUHG �������� �������� �������

&DVK�SDLG�IRU�SXUFKDVHG�WHFKQRORJ\ ± ± ��������

1HW�FDVK�UHFHLYHG��SDLG��IURP�VDOH�RI�GLVFRQWLQXHG�EXVLQHVV ����� ����� �������

1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV ��������� ��������� ��������

&DVK�IORZV�IURP�ILQDQFLQJ�DFWLYLWLHV�

,VVXDQFH�RI�FRPPRQ�VWRFN�XQGHU�VWRFN�SODQV ������ ������ ������

5HSXUFKDVH�RI�FRPPRQ�VWRFN ��������� �������� ���������

3D\PHQW�RI�GLYLGHQGV �������� �������� ��������

3D\PHQW�RI�FRQWLQJHQW�FRQVLGHUDWLRQ ������� ����� ±

1HW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV ��������� �������� ���������

(IIHFW�RI�IRUHLJQ�H[FKDQJH�UDWH�FKDQJHV�RQ�FDVK�DQG�FDVK�HTXLYDOHQWV ����� ������� �������

1HW�FKDQJH�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV ������ ������ �������

&DVK�DQG�FDVK�HTXLYDOHQWV�DW�EHJLQQLQJ�RI�\HDU ������ ������ ������

&DVK�DQG�FDVK�HTXLYDOHQWV�DW�HQG�RI�\HDU � ������� � ������ � ������

1RQ�FDVK�LWHPV�UHODWHG�WR�GLVFRQWLQXHG�RSHUDWLRQV�

6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH � ± � ± � �����

'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ�H[SHQVH ± ± ���

&DSLWDO�H[SHQGLWXUHV ± ± ���

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�



��

&2*1(;�&25325$7,21�°�&2162/,'$7('�67$7(0(176�2)�6+$5(+2/'(56µ�(48,7<

&RPPRQ�6WRFN���� $GGLWLRQDO
3DLG�LQ

&DSLWDO����

5HWDLQHG
(DUQLQJV�

���

$FFXPXODWHG
2WKHU

&RPSUHKHQVLYH
/RVV

7RWDO
6KDUHKROGHUVµ

(TXLW\�,Q�WKRXVDQGV� 6KDUHV 3DU�9DOXH

%DODQFH�DV�RI�'HFHPEHU��������� ������� � ��� � ������� � ������� � �������� � �������

,VVXDQFH�RI�FRPPRQ�VWRFN�XQGHU�VWRFN�SODQV ����� � ������ ± ± ������
5HSXUFKDVH�RI�FRPPRQ�VWRFN ������� ���� ± ��������� ± ���������
6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH ± ± ������ ± ± ������
([FHVV�WD[�EHQHILW�IURP�VWRFN�RSWLRQ�H[HUFLVHV ± ± ����� ± ± �����
7D[�EHQHILW�IRU�UHVHDUFK�DQG�GHYHORSPHQW�FUHGLWV�DV�D�UHVXOW�RI�VWRFN�RSWLRQV ± ± ��� ± ± ���
3D\PHQW�RI�GLYLGHQGV ± ± ± �������� ± ��������
1HW�LQFRPH ± ± ± ������� ± �������
1HW�XQUHDOL]HG�ORVV�RQ�FDVK�IORZ�KHGJHV��QHW�RI�WD[�RI���� ± ± ± ± ���� ����
5HFODVVLILFDWLRQ�RI�QHW�UHDOL]HG�ORVV�RQ�FDVK�IORZ�KHGJHV ± ± ± ± ��� ���
1HW�XQUHDOL]HG�ORVV�RQ�DYDLODEOH�IRU�VDOH�LQYHVWPHQWV��QHW�RI�WD[�RI������� ± ± ± ± ����� �����
5HFODVVLILFDWLRQ�RI�QHW�UHDOL]HG�JDLQ�RQ�WKH�VDOH�RI�DYDLODEOH�IRU�VDOH�LQYHVWPHQWV ± ± ± ± ����� �����
)RUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQW��QHW�RI�WD[�RI������� ± ± ± ± �������� ��������

%DODQFH�DV�RI�'HFHPEHU��������� ������� � ��� � ������� � ������� � �������� � �������

,VVXDQFH�RI�FRPPRQ�VWRFN�XQGHU�VWRFN�SODQV ����� � ������ ± ± ������
5HSXUFKDVH�RI�FRPPRQ�VWRFN ������� ��� ± �������� ± ��������
6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH ± ± ������ ± ± ������
3D\PHQW�RI�GLYLGHQGV ± ± ± �������� ± ��������
1HW�LQFRPH ± ± ± ������� ± �������
1HW�XQUHDOL]HG�ORVV�RQ�FDVK�IORZ�KHGJHV��QHW�RI�WD[�RI������ ± ± ± ± ����� �����
5HFODVVLILFDWLRQ�RI�QHW�UHDOL]HG�ORVV�RQ�FDVK�IORZ�KHGJHV ± ± ± ± ��� ���
1HW�XQUHDOL]HG�JDLQ�RQ�DYDLODEOH�IRU�VDOH�LQYHVWPHQWV��QHW�RI�WD[�RI����� ± ± ± ± ����� �����
5HFODVVLILFDWLRQ�RI�QHW�UHDOL]HG�JDLQ�RQ�WKH�VDOH�RI�DYDLODEOH�IRU�VDOH�LQYHVWPHQWV ± ± ± ± ����� �����
)RUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQW��QHW�RI�WD[�RI������� ± ± ± ± ������� �������

%DODQFH�DV�RI�'HFHPEHU��������� ������� � ��� � ������� � ������� � �������� � �������

,VVXDQFH�RI�FRPPRQ�VWRFN�XQGHU�VWRFN�SODQV ����� � ������ ± ± ������
5HSXUFKDVH�RI�FRPPRQ�VWRFN ������� ��� ± ��������� ± ���������
6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH ± ± ������ ± ± ������
3D\PHQW�RI�GLYLGHQGV ± ± ± �������� ± ��������
1HW�LQFRPH ± ± ± ������� ± �������
1HW�XQUHDOL]HG�JDLQ�RQ�FDVK�IORZ�KHGJHV��QHW�RI�WD[�RI����� ± ± ± ± � �
5HFODVVLILFDWLRQ�RI�QHW�UHDOL]HG�JDLQ�RQ�FDVK�IORZ�KHGJHV ± ± ± ± ���� ����
1HW�XQUHDOL]HG�JDLQ�RQ�DYDLODEOH�IRU�VDOH�LQYHVWPHQWV��QHW�RI�WD[�RI��� ± ± ± ± ��� ���
5HFODVVLILFDWLRQ�RI�QHW�UHDOL]HG�JDLQ�RQ�WKH�VDOH�RI�DYDLODEOH�IRU�VDOH�LQYHVWPHQWV ± ± ± ± ����� �����
)RUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQW��QHW�RI�WD[�RI��� ± ± ± ± ������ ������

%DODQFH�DV�RI�'HFHPEHU��������� ������� � ��� � ������� � ������� � �������� � ���������

��� 3ULRU�SHULRG�DPRXQWV�KDYH�EHHQ�DGMXVWHG�WR�UHIOHFW�WKH�WZR�IRU�RQH�VWRFN�VSOLW�HIIHFWHG�LQ�WKH�IRUP�RI�D�VWRFN�GLYLGHQG�ZKLFK�RFFXUUHG�LQ�WKH�IRXUWK�TXDUWHU�RI������

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�



��

&2*1(;�&25325$7,21���127(6�72�&2162/,'$7('�),1$1&,$/�67$7(0(176

127(�����6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV

7KH� DFFRPSDQ\LQJ� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� UHIOHFW� WKH� DSSOLFDWLRQ� RI� WKH� VLJQLILFDQW� DFFRXQWLQJ� SROLFLHV�
GHVFULEHG�EHORZ�

1DWXUH�RI�2SHUDWLRQV

&RJQH[�&RUSRUDWLRQ�LV�D�OHDGLQJ�SURYLGHU�RI�PDFKLQH�YLVLRQ�SURGXFWV�WKDW�FDSWXUH�DQG�DQDO\]H�YLVXDO�LQIRUPDWLRQ�LQ�
RUGHU�WR�DXWRPDWH�WDVNV��SULPDULO\�LQ�PDQXIDFWXULQJ�SURFHVVHV��ZKHUH�YLVLRQ�LV�UHTXLUHG�

8VH�RI�(VWLPDWHV�LQ�WKH�3UHSDUDWLRQ�RI�)LQDQFLDO�6WDWHPHQWV

7KH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�LQ�FRQIRUPLW\�ZLWK�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�
RI�$PHULFD��8�6��*$$3��UHTXLUHV�PDQDJHPHQW�WR�PDNH�HVWLPDWHV�DQG�MXGJPHQWV�WKDW�DIIHFW�WKH�UHSRUWHG�DPRXQWV�RI�
DVVHWV�DQG�OLDELOLWLHV�DQG�WKH�GLVFORVXUH�RI�FRQWLQJHQW�OLDELOLWLHV�DV�RI�WKH�EDODQFH�VKHHW�GDWH��DQG�WKH�UHSRUWHG�DPRXQWV�
RI�UHYHQXHV�DQG�H[SHQVHV�GXULQJ�WKH�\HDU��$FWXDO�UHVXOWV�FRXOG�GLIIHU�IURP�WKRVH�HVWLPDWHV���6LJQLILFDQW�HVWLPDWHV�DQG�
MXGJPHQWV� LQFOXGH� WKRVH� UHODWHG� WR� UHYHQXH� UHFRJQLWLRQ�� LQYHVWPHQWV�� DFFRXQWV� UHFHLYDEOH�� LQYHQWRULHV�� ORQJ�OLYHG�
DVVHWV�� LQWHUQDO�XVH� VRIWZDUH�� JRRGZLOO�� ZDUUDQW\� REOLJDWLRQV�� FRQWLQJHQFLHV�� GHULYDWLYH� LQVWUXPHQWV�� VWRFN�EDVHG�
FRPSHQVDWLRQ��LQFRPH�WD[HV��DQG�EXVLQHVV�FRPELQDWLRQV�

%DVLV�RI�&RQVROLGDWLRQ

7KH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�WKH�DFFRXQWV�RI�&RJQH[�&RUSRUDWLRQ�DQG�LWV�VXEVLGLDULHV��DOO�RI�ZKLFK�
DUH�ZKROO\�RZQHG�� $OO�LQWHUFRPSDQ\�DFFRXQWV�DQG�WUDQVDFWLRQV�KDYH�EHHQ�HOLPLQDWHG�

)RUHLJQ�&XUUHQF\�7UDQVODWLRQ

7KH�ILQDQFLDO�VWDWHPHQWV�RI�WKH�&RPSDQ\µV�IRUHLJQ�VXEVLGLDULHV��ZKHUH�WKH�ORFDO�FXUUHQF\�LV�WKH�IXQFWLRQDO�FXUUHQF\��
DUH�WUDQVODWHG�XVLQJ�H[FKDQJH�UDWHV�LQ�HIIHFW�DW�WKH�HQG�RI�WKH�\HDU�IRU�DVVHWV�DQG�OLDELOLWLHV�DQG�DYHUDJH�H[FKDQJH�
UDWHV�GXULQJ�WKH�\HDU�IRU�UHVXOWV�RI�RSHUDWLRQV���7KH UHVXOWLQJ�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQW��QHW�RI�WD[��LV�
UHFRUGHG�LQ�VKDUHKROGHUVµ�HTXLW\�DV�RWKHU�FRPSUHKHQVLYH�LQFRPH��ORVV��

)DLU�9DOXH�0HDVXUHPHQWV

7KH�&RPSDQ\�DSSOLHV�D�WKUHH�OHYHO�YDOXDWLRQ�KLHUDUFK\�IRU�IDLU�YDOXH�PHDVXUHPHQWV���7KH�FDWHJRUL]DWLRQ�RI�DVVHWV�DQG�
OLDELOLWLHV�ZLWKLQ�WKH�YDOXDWLRQ�KLHUDUFK\�LV�EDVHG�XSRQ�WKH�ORZHVW�OHYHO�RI�LQSXW�WKDW�LV�VLJQLILFDQW�WR�WKH�PHDVXUHPHQW�
RI�IDLU�YDOXH���/HYHO���LQSXWV�WR�WKH�YDOXDWLRQ�PHWKRGRORJ\�XWLOL]H�XQDGMXVWHG�TXRWHG�PDUNHW�SULFHV�LQ�DFWLYH�PDUNHWV�
IRU�LGHQWLFDO�DVVHWV�DQG�OLDELOLWLHV���/HYHO���LQSXWV�WR�WKH�YDOXDWLRQ�PHWKRGRORJ\�DUH�RWKHU�REVHUYDEOH�LQSXWV��LQFOXGLQJ�
TXRWHG�PDUNHW�SULFHV�IRU�VLPLODU�DVVHWV�DQG�OLDELOLWLHV��TXRWHG�SULFHV�IRU�LGHQWLFDO�DQG�VLPLODU�DVVHWV�DQG�OLDELOLWLHV�LQ�
PDUNHWV�WKDW�DUH�QRW�DFWLYH��RU�RWKHU�LQSXWV�WKDW�DUH�REVHUYDEOH�RU�FDQ�EH�FRUURERUDWHG�E\�REVHUYDEOH�PDUNHW�GDWD��
/HYHO���LQSXWV�WR�WKH�YDOXDWLRQ�PHWKRGRORJ\�DUH�XQREVHUYDEOH�LQSXWV�EDVHG�XSRQ�PDQDJHPHQWµV�EHVW�HVWLPDWH�RI�WKH�
LQSXWV�WKDW�PDUNHW�SDUWLFLSDQWV�ZRXOG�XVH�LQ�SULFLQJ�WKH�DVVHW�RU�OLDELOLW\�DW�WKH�PHDVXUHPHQW�GDWH��LQFOXGLQJ�DVVXPSWLRQV�
DERXW�ULVN���$�FKDQJH�WR�WKH�OHYHO�RI�DQ�DVVHW�RU�OLDELOLW\�ZLWKLQ�WKH�IDLU�YDOXH�KLHUDUFK\�LV�GHWHUPLQHG�DW�WKH�HQG�RI�D�
UHSRUWLQJ�SHULRG�

&DVK��&DVK�(TXLYDOHQWV��DQG�,QYHVWPHQWV

0RQH\�PDUNHW�LQVWUXPHQWV�SXUFKDVHG�ZLWK�RULJLQDO�PDWXULWLHV�RI�WKUHH�PRQWKV�RU�OHVV�DUH�FODVVLILHG�DV�FDVK�HTXLYDOHQWV�
DQG�DUH�VWDWHG�DW�DPRUWL]HG�FRVW���'HEW�VHFXULWLHV�ZLWK�RULJLQDO�PDWXULWLHV�JUHDWHU�WKDQ�WKUHH�PRQWKV�DQG�UHPDLQLQJ�
PDWXULWLHV�RI�RQH�\HDU�RU�OHVV�DUH�FODVVLILHG�DV�VKRUW�WHUP�LQYHVWPHQWV��DV�ZHOO�DV�HTXLW\�VHFXULWLHV�WKDW�WKH�&RPSDQ\�
LQWHQGV�WR�VHOO�ZLWKLQ�RQH�\HDU���'HEW�VHFXULWLHV�ZLWK�UHPDLQLQJ�PDWXULWLHV�JUHDWHU�WKDQ�RQH�\HDU�DUH�FODVVLILHG�DV�ORQJ�
WHUP�LQYHVWPHQWV���,W�LV�WKH�&RPSDQ\µV�SROLF\�WR�LQYHVW�LQ�GHEW�VHFXULWLHV�ZLWK�HIIHFWLYH�PDWXULWLHV�WKDW�GR�QRW�H[FHHG�
WHQ�\HDUV�

'HEW�VHFXULWLHV�ZLWK�RULJLQDO�PDWXULWLHV�JUHDWHU�WKDQ�WKUHH�PRQWKV�DUH�GHVLJQDWHG�DV�DYDLODEOH�IRU�VDOH�DQG�DUH�UHSRUWHG�
DW�IDLU�YDOXH��ZLWK�XQUHDOL]HG�JDLQV�DQG�ORVVHV��QHW�RI�WD[��UHFRUGHG�LQ�VKDUHKROGHUVµ�HTXLW\�DV�RWKHU�FRPSUHKHQVLYH�
LQFRPH��ORVV����(TXLW\�VHFXULWLHV�WKDW�DUH�KHOG�IRU�VKRUW�SHULRGV�RI�WLPH�ZLWK�WKH�LQWHQWLRQ�RI�VHOOLQJ�WKHP�LQ�WKH�QHDU�
WHUP�DUH�GHVLJQDWHG�DV�WUDGLQJ�DQG�DUH�UHSRUWHG�DW�IDLU�YDOXH��ZLWK�XQUHDOL]HG�JDLQV�DQG�ORVVHV�UHFRUGHG�LQ�FXUUHQW�
RSHUDWLRQV���5HDOL]HG�JDLQV�DQG�ORVVHV�DUH�LQFOXGHG�LQ�FXUUHQW�RSHUDWLRQV��DORQJ�ZLWK�WKH�DPRUWL]DWLRQ�RI�WKH�GLVFRXQW�
RU�SUHPLXP�RQ�GHEW�VHFXULWLHV�DULVLQJ�DW�DFTXLVLWLRQ��DQG�DUH�FDOFXODWHG�XVLQJ�WKH�VSHFLILF�LGHQWLILFDWLRQ�PHWKRG���7KH�
&RPSDQ\µV�OLPLWHG�SDUWQHUVKLS�LQWHUHVW�LV�DFFRXQWHG�IRU�XVLQJ�WKH�FRVW�PHWKRG�EHFDXVH�WKH�&RPSDQ\µV�LQYHVWPHQW�LV�
OHVV�WKDQ��� RI�WKH�SDUWQHUVKLS�DQG�WKH�&RPSDQ\�KDV�QR� LQIOXHQFH�RYHU�WKH�SDUWQHUVKLSµV RSHUDWLQJ�DQG�ILQDQFLDO�



��

&2*1(;�&25325$7,21���127(6�72�&2162/,'$7('�),1$1&,$/�67$7(0(176

SROLFLHV�� 7KH�FDUU\LQJ�YDOXH�RI�WKLV�LQYHVWPHQW�KDV�EHHQ�UHGXFHG�WR�]HUR��DQG�WKHUHIRUH��GLVWULEXWLRQV�DUH�UHFRUGHG�DV�
LQYHVWPHQW�LQFRPH�DV�WKH\�RFFXU���

0DQDJHPHQW�PRQLWRUV�WKH�FDUU\LQJ�YDOXH�RI�LWV�LQYHVWPHQWV�LQ�GHEW�VHFXULWLHV�FRPSDUHG�WR�WKHLU�IDLU�YDOXH�WR�GHWHUPLQH�
ZKHWKHU�DQ�RWKHU�WKDQ�WHPSRUDU\�LPSDLUPHQW�KDV�RFFXUUHG���,I�WKH�IDLU�YDOXH�RI�D�GHEW�VHFXULW\�LV�OHVV�WKDQ�LWV�DPRUWL]HG�
FRVW��WKH�&RPSDQ\�DVVHVVHV�ZKHWKHU�WKH�LPSDLUPHQW�LV�RWKHU�WKDQ�WHPSRUDU\���,Q�FRQVLGHULQJ�ZKHWKHU�D�GHFOLQH�LQ�IDLU�
YDOXH�LV�RWKHU�WKDQ�WHPSRUDU\��ZH�FRQVLGHU�PDQ\�IDFWRUV�� ,Q�LWV�HYDOXDWLRQ�RI�LWV�GHEW�VHFXULWLHV��PDQDJHPHQW�FRQVLGHUV�
WKH�W\SH�RI�VHFXULW\��WKH�FUHGLW�UDWLQJ�RI�WKH�VHFXULW\��WKH�OHQJWK�RI�WLPH�WKH�VHFXULW\�KDV�EHHQ�LQ�D�ORVV�SRVLWLRQ��WKH�VL]H�
RI�WKH�ORVV�SRVLWLRQ��RXU�LQWHQW�DQG�DELOLW\�WR�KROG�WKH�VHFXULW\�WR�H[SHFWHG�UHFRYHU\�RI�YDOXH��DQG�RWKHU�PHDQLQJIXO�
LQIRUPDWLRQ���$Q�LPSDLUPHQW�LV�FRQVLGHUHG�RWKHU�WKDQ�WHPSRUDU\�LI��L��WKH�&RPSDQ\�KDV�WKH�LQWHQW�WR�VHOO�WKH�VHFXULW\��
�LL� LW�LV�PRUH�OLNHO\ WKDQ�QRW�WKDW WKH�&RPSDQ\�ZLOO�EH�UHTXLUHG�WR�VHOO�WKH�VHFXULW\EHIRUH�UHFRYHU\�RI WKH�HQWLUH�DPRUWL]HG
FRVW�EDVLV��RU��LLL��WKH�&RPSDQ\�GRHV�QRW�H[SHFW WR�UHFRYHU�WKH�HQWLUH�DPRUWL]HG�FRVW�EDVLV�RI WKH�VHFXULW\�� ,I�LPSDLUPHQW
LV�FRQVLGHUHG�RWKHU�WKDQ�WHPSRUDU\�EDVHG�XSRQ�FRQGLWLRQ��L��RU��LL��GHVFULEHG�DERYH��WKH�HQWLUH�GLIIHUHQFH�EHWZHHQ�WKH
DPRUWL]HG�FRVW�DQG�WKH�IDLU�YDOXH�RI�WKH�VHFXULW\�LV�UHFRJQL]HG�LQ�FXUUHQW�RSHUDWLRQV���,I�DQ�LPSDLUPHQW�LV�FRQVLGHUHG
RWKHU�WKDQ�WHPSRUDU\�EDVHG�XSRQ�FRQGLWLRQ� �LLL��� WKH�DPRXQW� UHSUHVHQWLQJ� FUHGLW� ORVVHV� �GHILQHG�DV� WKH�GLIIHUHQFH
EHWZHHQ�WKH�SUHVHQW�YDOXH�RI�WKH�FDVK�IORZV�H[SHFWHG�WR�EH�FROOHFWHG�DQG�WKH�DPRUWL]HG�FRVW�EDVLV�RI�WKH�VHFXULW\��LV
UHFRJQL]HG�LQ�FXUUHQW�RSHUDWLRQV�DQG�WKH�DPRXQW�UHODWLQJ�WR�DOO�RWKHU�IDFWRUV�LV�UHFRJQL]HG�LQ�VKDUHKROGHUV
�HTXLW\�DV
RWKHU�FRPSUHKHQVLYH�LQFRPH��ORVV��

$FFRXQWV�5HFHLYDEOH

7KH�&RPSDQ\�H[WHQGV�FUHGLW�ZLWK�YDULRXV�SD\PHQW�WHUPV�WR�FXVWRPHUV�EDVHG�XSRQ�DQ�HYDOXDWLRQ�RI�WKHLU�ILQDQFLDO�
FRQGLWLRQ��$FFRXQWV�WKDW�DUH�RXWVWDQGLQJ�ORQJHU�WKDQ�WKH�SD\PHQW�WHUPV�DUH�FRQVLGHUHG�WR�EH�SDVW�GXH��7KH�&RPSDQ\�
HVWDEOLVKHV�UHVHUYHV�DJDLQVW�DFFRXQWV�UHFHLYDEOH�IRU�SRWHQWLDO�FUHGLW�ORVVHV�DQG�UHFRUGV�EDG�GHEW�H[SHQVH�LQ�FXUUHQW�
RSHUDWLRQV�ZKHQ�LW�GHWHUPLQHV�UHFHLYDEOHV�DUH�DW�ULVN�IRU�FROOHFWLRQ�EDVHG�XSRQ�WKH�OHQJWK�RI�WLPH�WKH�UHFHLYDEOH�KDV�
EHHQ�RXWVWDQGLQJ��WKH�FXVWRPHUµV�FXUUHQW�DELOLW\�WR�SD\�LWV�REOLJDWLRQV�WR�WKH�&RPSDQ\��JHQHUDO�HFRQRPLF�DQG�LQGXVWU\�
FRQGLWLRQV��DV�ZHOO�DV�YDULRXV�RWKHU�IDFWRUV���5HFHLYDEOHV�DUH�ZULWWHQ�RII�DJDLQVW�WKHVH�UHVHUYHV�LQ�WKH�SHULRG�WKH\�DUH�
GHWHUPLQHG�WR�EH�XQFROOHFWLEOH�DQG�SD\PHQWV�VXEVHTXHQWO\�UHFHLYHG�RQ�SUHYLRXVO\�ZULWWHQ�RII�UHFHLYDEOHV�DUH�UHFRUGHG�
DV�D�UHYHUVDO�RI�WKH�EDG�GHEW�H[SHQVH�

,QYHQWRULHV

,QYHQWRULHV�DUH�VWDWHG�DW�WKH�ORZHU�RI�FRVW�DQG�QHW�UHDOL]DEOH�YDOXH���&RVW�LV�GHWHUPLQHG�XVLQJ�VWDQGDUG�FRVWV��ZKLFK�
DSSUR[LPDWHV�DFWXDO�FRVWV�XQGHU�WKH�ILUVW�LQ��ILUVW�RXW��),)2��PHWKRG��1HW�UHDOL]DEOH�YDOXH�LV�WKH�HVWLPDWHG�VHOOLQJ�SULFHV�
LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��OHVV�UHDVRQDEO\�SUHGLFWDEOH�FRVWV�RI�FRPSOHWLRQ��GLVSRVDO��DQG�WUDQVSRUWDWLRQ�

7KH�&RPSDQ\µV�LQYHQWRU\�LV�VXEMHFW�WR�UDSLG�WHFKQRORJLFDO�FKDQJH�RU�REVROHVFHQFH���7KH�&RPSDQ\�UHYLHZV�LQYHQWRU\�
TXDQWLWLHV�RQ�KDQG�DQG�HVWLPDWHV�H[FHVV�DQG�REVROHVFHQFH�H[SRVXUHV�EDVHG�XSRQ�DVVXPSWLRQV�DERXW�IXWXUH�GHPDQG��
SURGXFW�WUDQVLWLRQV��DQG�PDUNHW�FRQGLWLRQV��DQG�UHFRUGV�UHVHUYHV�WR�UHGXFH�WKH�FDUU\LQJ�YDOXH�RI�LQYHQWRULHV�WR�WKHLU�
QHW�UHDOL]DEOH�YDOXH�� ,I�DFWXDO�IXWXUH�GHPDQG�LV�OHVV�WKDQ�HVWLPDWHG��DGGLWLRQDO�LQYHQWRU\�ZULWH�GRZQV�ZRXOG�EH�UHTXLUHG�

7KH�&RPSDQ\�JHQHUDOO\�GLVSRVHV�RI�REVROHWH�LQYHQWRU\�XSRQ�GHWHUPLQDWLRQ�RI�REVROHVFHQFH���7KH�&RPSDQ\�GRHV�QRW�
GLVSRVH�RI�H[FHVV�LQYHQWRU\�LPPHGLDWHO\��GXH�WR�WKH�SRVVLELOLW\�WKDW�VRPH�RI�WKLV�LQYHQWRU\�FRXOG�EH�VROG�WR�FXVWRPHUV�
DV�D�UHVXOW�RI�GLIIHUHQFHV�EHWZHHQ�DFWXDO�DQG�IRUHFDVWHG�GHPDQG���:KHQ�LQYHQWRU\�KDV�EHHQ�ZULWWHQ�GRZQ�EHORZ�FRVW��
VXFK�UHGXFHG�DPRXQW�LV�FRQVLGHUHG�WKH�QHZ�FRVW�EDVLV�IRU�VXEVHTXHQW�DFFRXQWLQJ�SXUSRVHV��$V�D�UHVXOW��WKH�&RPSDQ\�
ZRXOG�UHFRJQL]H�D�KLJKHU�WKDQ�QRUPDO�JURVV�PDUJLQ�LI�WKH�UHVHUYHG�LQYHQWRU\�ZHUH�VXEVHTXHQWO\�VROG�

3URSHUW\��3ODQW��DQG�(TXLSPHQW

3URSHUW\��SODQW��DQG�HTXLSPHQW�DUH�VWDWHG�DW�FRVW�DQG�GHSUHFLDWHG�XVLQJ� WKH�VWUDLJKW�OLQH�PHWKRG�RYHU� WKH�DVVHWVµ�
HVWLPDWHG�XVHIXO�OLYHV���%XLOGLQJVµ�XVHIXO�OLYHV�DUH����\HDUV��EXLOGLQJ�LPSURYHPHQWVµ�XVHIXO�OLYHV�DUH�WHQ�\HDUV��DQG�WKH�
XVHIXO�OLYHV�RI�FRPSXWHU�KDUGZDUH�DQG�VRIWZDUH��PDQXIDFWXULQJ�WHVW�HTXLSPHQW��DQG�IXUQLWXUH�DQG�IL[WXUHV�UDQJH�IURP�
WZR� WR� ILYH�\HDUV�� /HDVHKROG� LPSURYHPHQWV�DUH�GHSUHFLDWHG�RYHU� WKH�VKRUWHU�RI� WKH�HVWLPDWHG�XVHIXO� OLYHV�RU� WKH�
UHPDLQLQJ�WHUPV�RI�WKH�OHDVHV���0DLQWHQDQFH�DQG�UHSDLUV�DUH�H[SHQVHG�ZKHQ�LQFXUUHG��DGGLWLRQV�DQG�LPSURYHPHQWV�
DUH�FDSLWDOL]HG���8SRQ�UHWLUHPHQW�RU�GLVSRVLWLRQ��WKH�FRVW�DQG�UHODWHG�DFFXPXODWHG�GHSUHFLDWLRQ�RI�WKH�GLVSRVHG�DVVHWV�
DUH�UHPRYHG�IURP�WKH�DFFRXQWV��ZLWK�DQ\�UHVXOWLQJ�JDLQ�RU�ORVV�LQFOXGHG�LQ�FXUUHQW�RSHUDWLRQV�

,QWHUQDO�XVH�6RIWZDUH

,QWHUQDO�XVH�VRIWZDUH�LV�VRIWZDUH�DFTXLUHG��LQWHUQDOO\�GHYHORSHG��RU�PRGLILHG�VROHO\�WR�PHHW�WKH�HQWLW\
V�LQWHUQDO�QHHGV��
DQG�GXULQJ�WKH�VRIWZDUH
V�GHYHORSPHQW��QR�VXEVWDQWLYH�SODQ�H[LVWV�WR�VHOO�WKH�VRIWZDUH���7KH�DFFRXQWLQJ�WUHDWPHQW�IRU�
FRPSXWHU� VRIWZDUH� GHYHORSHG� IRU� LQWHUQDO� XVH� GHSHQGV� XSRQ� WKH� QDWXUH� RI� DFWLYLWLHV� SHUIRUPHG� DW� HDFK� VWDJH� RI�
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GHYHORSPHQW���7KH�SUHOLPLQDU\�SURMHFW�VWDJH�LQFOXGHV�FRQFHSWXDO�IRUPXODWLRQ�RI�GHVLJQ�DOWHUQDWLYHV��GHWHUPLQDWLRQ�RI�
V\VWHP�UHTXLUHPHQWV��YHQGRU�GHPRQVWUDWLRQV��DQG�ILQDO�VHOHFWLRQ�RI�YHQGRUV��DQG�GXULQJ�WKLV�VWDJH�FRVWV�DUH�H[SHQVHG�
DV�LQFXUUHG���7KH�DSSOLFDWLRQ�GHYHORSPHQW�VWDJH�LQFOXGHV�VRIWZDUH�FRQILJXUDWLRQ��FRGLQJ��KDUGZDUH�LQVWDOODWLRQ��DQG�
WHVWLQJ���'XULQJ�WKLV�VWDJH��FHUWDLQ�FRVWV�DUH�FDSLWDOL]HG��LQFOXGLQJ�H[WHUQDO�GLUHFW�FRVWV�RI�PDWHULDOV�DQG�VHUYLFHV��DV�
ZHOO�DV�SD\UROO�DQG�SD\UROO�UHODWHG�FRVWV�IRU�HPSOR\HHV�ZKR�DUH�GLUHFWO\�DVVRFLDWHG�ZLWK�WKH�SURMHFW��ZKLOH�FHUWDLQ�FRVWV�
DUH�H[SHQVHG�DV� LQFXUUHG�� LQFOXGLQJ� WUDLQLQJ�DQG�GDWD�FRQYHUVLRQ�FRVWV�� 7KH�SRVW�LPSOHPHQWDWLRQ�VWDJH� LQFOXGHV�
VXSSRUW�DQG�PDLQWHQDQFH��DQG�GXULQJ�WKLV�VWDJH�FRVWV�DUH�H[SHQVHG�DV�LQFXUUHG�

&DSLWDOL]DWLRQ�EHJLQV�ZKHQ�ERWK�WKH�SUHOLPLQDU\�SURMHFW�VWDJH�LV�FRPSOHWHG�DQG�PDQDJHPHQW�FRPPLWV�WR�IXQGLQJ�WKH�
SURMHFW���&DSLWDOL]DWLRQ�FHDVHV�DW�WKH�SRLQW�WKH�SURMHFW�LV�VXEVWDQWLDOO\�FRPSOHWH�DQG�UHDG\�IRU�LWV�LQWHQGHG�XVH��WKDW�LV��
DIWHU�DOO�VXEVWDQWLDO�WHVWLQJ�LV�FRPSOHWHG���&RVWV�RI�VSHFLILHG�XSJUDGHV�DQG�HQKDQFHPHQWV�WR�LQWHUQDO�XVH�VRIWZDUH�DUH�
FDSLWDOL]HG�LI�LW�LV�SUREDEOH�WKDW�WKRVH�H[SHQGLWXUHV�UHVXOW�LQ�DGGLWLRQDO�IXQFWLRQDOLW\���&DSLWDOL]HG�FRVWV�DUH�DPRUWL]HG�
RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKH�HVWLPDWHG�XVHIXO�OLIH�

*RRGZLOO

*RRGZLOO�LV�VWDWHG�DW�FRVW���7KH�&RPSDQ\�HYDOXDWHV�WKH�SRVVLEOH�LPSDLUPHQW�RI�JRRGZLOO�DQQXDOO\�HDFK�IRXUWK�TXDUWHU�
DQG�ZKHQHYHU�HYHQWV�RU�FLUFXPVWDQFHV�LQGLFDWH�WKH�FDUU\LQJ�YDOXH�RI�WKH�JRRGZLOO�PD\�QRW�EH�UHFRYHUDEOH���)RU�WKH�
SDVW�VHYHQ�\HDUV��WKH�&RPSDQ\�KDV�SHUIRUPHG�D�TXDOLWDWLYH�DVVHVVPHQW�RI�JRRGZLOO��FRPPRQO\�NQRZQ�DV�²VWHS�]HUR³��
WR�GHWHUPLQH�ZKHWKHU�IXUWKHU�LPSDLUPHQW�WHVWLQJ�LV�QHFHVVDU\���)DFWRUV�WKDW�PDQDJHPHQW�FRQVLGHUV�LQ�WKLV�DVVHVVPHQW�
LQFOXGH�PDFURHFRQRPLF�FRQGLWLRQV��LQGXVWU\�DQG�PDUNHW�FRQVLGHUDWLRQV��RYHUDOO�ILQDQFLDO�SHUIRUPDQFH��ERWK�FXUUHQW�
DQG�SURMHFWHG���FKDQJHV�LQ�PDQDJHPHQW�RU�VWUDWHJ\��FKDQJHV�LQ�WKH�FRPSRVLWLRQ�RU�FDUU\LQJ�DPRXQW�RI�QHW�DVVHWV��DQG�
PDUNHW�FDSLWDOL]DWLRQ��,Q�DGGLWLRQ��PDQDJHPHQW�WDNHV�LQWR�FRQVLGHUDWLRQ�WKH�JRRGZLOO�YDOXDWLRQ�XQGHU�WKH�ODVW�TXDQWLWDWLYH�
DQDO\VLV�WKDW�ZDV�SHUIRUPHG���,I�WKLV�TXDOLWDWLYH�DVVHVVPHQW�LQGLFDWHV�WKDW�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�WKH�IDLU�YDOXH�
RI�D�UHSRUWLQJ�XQLW�LV�OHVV�WKDQ�LWV�FDUU\LQJ�DPRXQW��WKH�HQWLW\�ZRXOG�SURFHHG�WR�D�WZR�VWHS�SURFHVV���6WHS�RQH�FRPSDUHV�
WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�ZLWK�LWV�FDUU\LQJ�YDOXH��LQFOXGLQJ�JRRGZLOO���,I�WKH�FDUU\LQJ�DPRXQW�H[FHHGV�WKH�IDLU�
YDOXH�RI�WKH�UHSRUWLQJ�XQLW��VWHS�WZR�LV�UHTXLUHG�WR�PHDVXUH�WKH�DPRXQW�RI�LPSDLUPHQW�ORVV���6WHS�WZR�FRPSDUHV�WKH�
LPSOLHG�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�JRRGZLOO�WR�WKH�FDUU\LQJ�DPRXQW�RI�WKH�JRRGZLOO�

,QWDQJLEOH�$VVHWV

,QWDQJLEOH�DVVHWV�DUH�VWDWHG�DW�FRVW�DQG�DPRUWL]HG�RYHU�WKH�DVVHWVµ�HVWLPDWHG�XVHIXO�OLYHV���,QWDQJLEOH�DVVHWV�DUH�HLWKHU�
DPRUWL]HG�LQ�UHODWLRQ�WR�WKH�UHODWLYH�FDVK�IORZV�DQWLFLSDWHG�IURP�WKH�LQWDQJLEOH�DVVHW�RU�XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG��
GHSHQGLQJ�XSRQ�IDFWV�DQG�FLUFXPVWDQFHV���7KH�XVHIXO�OLYHV�RI�GLVWULEXWLRQ�QHWZRUNV�UDQJH�IURP�HOHYHQ�WR�WZHOYH�\HDUV��
RI�FRPSOHWHG�WHFKQRORJLHV�IURP�ILYH�WR�VHYHQ�\HDUV��RI�FXVWRPHU�UHODWLRQVKLSV�IURP�ILYH�WR�HLJKW�\HDUV��DQG�RI�QRQ�
FRPSHWH�DJUHHPHQWV�WKUHH�\HDUV���7KH�&RPSDQ\�HYDOXDWHV�WKH�SRVVLEOH�LPSDLUPHQW�RI�ORQJ�OLYHG�DVVHWV��LQFOXGLQJ�
LQWDQJLEOH�DVVHWV��ZKHQHYHU�HYHQWV�RU�FLUFXPVWDQFHV�LQGLFDWH�WKH�FDUU\LQJ�YDOXH�RI�WKH�DVVHWV�PD\�QRW�EH�UHFRYHUDEOH��
$W�WKH�RFFXUUHQFH�RI�D�FHUWDLQ�HYHQW�RU�FKDQJH�LQ�FLUFXPVWDQFHV��WKH�&RPSDQ\�HYDOXDWHV�WKH�SRWHQWLDO�LPSDLUPHQW�RI�
DQ�DVVHW�E\�HVWLPDWLQJ�WKH�IXWXUH�XQGLVFRXQWHG�FDVK�IORZV�H[SHFWHG�WR�UHVXOW�IURP�WKH�XVH�DQG�HYHQWXDO�GLVSRVLWLRQ�RI�
WKH�DVVHW���,I�WKH�VXP�RI�WKH�HVWLPDWHG�IXWXUH�FDVK�IORZV�LV�OHVV�WKDQ�WKH�FDUU\LQJ�YDOXH��WKH�&RPSDQ\�GHWHUPLQHV�WKH�
DPRXQW�RI�VXFK�LPSDLUPHQW�E\�FRPSDULQJ�WKH�IDLU�YDOXH�RI�WKH�DVVHW�WR�LWV�FDUU\LQJ�YDOXH���7KH�IDLU�YDOXH�LV�EDVHG�XSRQ�
WKH�SUHVHQW�YDOXH�RI�WKH�HVWLPDWHG�IXWXUH�FDVK�IORZV�XVLQJ�D�GLVFRXQW�UDWH�FRPPHQVXUDWH�ZLWK�WKH�ULVNV�LQYROYHG�

:DUUDQW\�2EOLJDWLRQV

7KH�&RPSDQ\�ZDUUDQWV�LWV�SURGXFWV�WR�EH�IUHH�IURP�GHIHFWV�LQ�PDWHULDO�DQG�ZRUNPDQVKLS�IRU�SHULRGV�SULPDULO\�UDQJLQJ�
IURP�RQH�WR�WKUHH�\HDUV�IURP�WKH�WLPH�RI�VDOH�EDVHG�XSRQ�WKH�SURGXFW�EHLQJ�SXUFKDVHG�DQG�WKH�WHUPV�RI�WKH�FXVWRPHU�
DUUDQJHPHQW���:DUUDQW\�REOLJDWLRQV�DUH�HYDOXDWHG�DQG�UHFRUGHG�DW�WKH�WLPH�RI�VDOH�VLQFH�LW�LV�SUREDEOH�WKDW�FXVWRPHUV�
ZLOO�PDNH�FODLPV�XQGHU�ZDUUDQWLHV�UHODWHG�WR�SURGXFWV�WKDW�KDYH�EHHQ�VROG�DQG�WKH�DPRXQW�RI�WKHVH�FODLPV�FDQ�EH�
UHDVRQDEO\�HVWLPDWHG�EDVHG�XSRQ�KLVWRULFDO�FRVWV�WR�IXOILOO�FODLPV���2EOLJDWLRQV�PD\�DOVR�EH�UHFRUGHG�VXEVHTXHQW�WR�
WKH�WLPH�RI�VDOH�ZKHQHYHU�VSHFLILF�HYHQWV�RU�FLUFXPVWDQFHV�LPSDFWLQJ�SURGXFW�TXDOLW\�EHFRPH�NQRZQ�WKDW�ZRXOG�QRW�
KDYH�EHHQ�WDNHQ�LQWR�DFFRXQW�XVLQJ�KLVWRULFDO�GDWD�

&RQWLQJHQFLHV

/RVV�FRQWLQJHQFLHV�DUH�DFFUXHG�LI�WKH�ORVV�LV�SUREDEOH�DQG�WKH�DPRXQW�RI�WKH�ORVV�FDQ�EH�UHDVRQDEO\�HVWLPDWHG�� /HJDO�
FRVWV�DVVRFLDWHG�ZLWK�SRWHQWLDO�ORVV�FRQWLQJHQFLHV��VXFK�DV�SDWHQW�LQIULQJHPHQW�PDWWHUV��DUH�H[SHQVHG�DV�LQFXUUHG�
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5HYHQXH�5HFRJQLWLRQ

7KH�&RPSDQ\µV SURGXFW� UHYHQXH� LV�GHULYHG� IURP� WKH�VDOH�RI�PDFKLQH�YLVLRQ�V\VWHPV��ZKLFK�FDQ� WDNH� WKH� IRUP�RI�
KDUGZDUH�ZLWK�HPEHGGHG�VRIWZDUH�RU�VRIWZDUH�RQO\��DQG�UHODWHG�DFFHVVRULHV���7KH�&RPSDQ\�DOVR�JHQHUDWHV�UHYHQXH�
E\�SURYLGLQJ�PDLQWHQDQFH�DQG�VXSSRUW��FRQVXOWLQJ��DQG�WUDLQLQJ�VHUYLFHV�WR�LWV�FXVWRPHUV���&HUWDLQ�RI�WKH�&RPSDQ\µV�
DUUDQJHPHQWV�LQFOXGH�PXOWLSOH�GHOLYHUDEOHV�WKDW�SURYLGH�WKH�FXVWRPHU�ZLWK�D�FRPELQDWLRQ�RI�SURGXFWV�RU�VHUYLFHV���,Q�
RUGHU�WR�UHFRJQL]H�UHYHQXH��WKH�&RPSDQ\�UHTXLUHV�WKDW�D�VLJQHG�FXVWRPHU�FRQWUDFW�RU�SXUFKDVH�RUGHU�LV�UHFHLYHG��WKH�
IHH�IURP�WKH�DUUDQJHPHQW�LV�IL[HG�RU�GHWHUPLQDEOH��DQG�FROOHFWLRQ�RI�WKH�UHVXOWLQJ�UHFHLYDEOH�LV�SUREDEOH���$VVXPLQJ�
WKDW�WKHVH�FULWHULD�KDYH�EHHQ�PHW��SURGXFW�UHYHQXH�LV�JHQHUDOO\�UHFRJQL]HG�XSRQ�GHOLYHU\��UHYHQXH�IURP�PDLQWHQDQFH�
DQG�VXSSRUW�SURJUDPV�LV�UHFRJQL]HG�UDWDEO\�RYHU�WKH�SURJUDP�SHULRG��DQG�UHYHQXH�IURP�FRQVXOWLQJ�DQG�WUDLQLQJ�VHUYLFHV�
LV�UHFRJQL]HG�ZKHQ�WKH�VHUYLFHV�KDYH�EHHQ�SURYLGHG���:KHQ�FXVWRPHU�VSHFLILHG�DFFHSWDQFH�FULWHULD�H[LVWV�WKDW�DUH�
VXEVWDQWLYH��SURGXFW�UHYHQXH�LV�GHIHUUHG��DORQJ�ZLWK�DVVRFLDWHG�LQFUHPHQWDO�GLUHFW�FRVWV��XQWLO�WKHVH�FULWHULD�KDYH�EHHQ�
PHW�DQG�DQ\�UHPDLQLQJ�SHUIRUPDQFH�REOLJDWLRQV�DUH�LQFRQVHTXHQWLDO�RU�SHUIXQFWRU\��

)RU�WKH�PDMRULW\�RI�WKH�&RPSDQ\µV�UHYHQXH�WUDQVDFWLRQV��UHYHQXH�UHFRJQLWLRQ�DQG�LQYRLFLQJ�ERWK�RFFXU�XSRQ�GHOLYHU\��
,Q�FHUWDLQ�FLUFXPVWDQFHV��KRZHYHU� WKH�DJUHHPHQW�ZLWK�WKH�FXVWRPHU�SURYLGHV�IRU�LQYRLFLQJ�WHUPV�ZKLFK�GLIIHU IURP�
UHYHQXH�UHFRJQLWLRQ�FULWHULD��UHVXOWLQJ�LQ�HLWKHU�GHIHUUHG�UHYHQXH�RU�XQELOOHG�UHYHQXH���,QYRLFLQJ�WKDW�SUHFHGHV�UHYHQXH�
UHFRJQLWLRQ�LV�FRPPRQ�IRU�YDULRXV�FXVWRPHUV�LQ�WKH�ORJLVWLFV�LQGXVWU\�ZKHUH�PLOHVWRQH�ELOOLQJV�DUH�SUHYDOHQW��UHVXOWLQJ�
LQ�GHIHUUHG�UHYHQXH���&RQYHUVHO\��WKH�&RPSDQ\�UHFRUGV�XQELOOHG�UHYHQXH�LQ�FRQQHFWLRQ�ZLWK�D�PDWHULDO�FXVWRPHU�LQ�
WKH�FRQVXPHU�HOHFWURQLFV�LQGXVWU\���)RU�WKLV�DUUDQJHPHQW��WKH�&RPSDQ\�UHFRJQL]HV�UHYHQXH�IRU�DOO�GHOLYHUHG�SURGXFWV�
ZKHQ� WKH� ILUVW� SURGXFWLRQ� OLQH� WKDW� LQFRUSRUDWHV� WKHVH� SURGXFWV� LV� YDOLGDWHG�� EHFDXVH� DW� WKDW� SRLQW� WKH� UHPDLQLQJ�
SHUIRUPDQFH�REOLJDWLRQV�DUH�LQFRQVHTXHQWLDO�RU�SHUIXQFWRU\��,QYRLFLQJ�IRU�DOO�GHOLYHUHG�SURGXFWV�RFFXUV�DV�WKH�SURGXFWLRQ�
OLQHV�LQFRUSRUDWLQJ�WKRVH�SURGXFWV�DUH�LQVWDOOHG�RYHU�D�SHULRG�RI�VHYHUDO�ZHHNV���7KH�&RPSDQ\�DOVR�KDV�D�WHFKQLFDO�
VXSSRUW�REOLJDWLRQ�UHODWHG�WR�WKLV�DUUDQJHPHQW�IRU�ZKLFK�UHYHQXH�LV�GHIHUUHG�DQG�UHFRJQL]HG�RYHU�WKH�VXSSRUW�SHULRG�

7KH�PDMRULW\�RI�WKH�&RPSDQ\µV�SURGXFW�RIIHULQJV�FRQVLVW�RI�KDUGZDUH�ZLWK�HPEHGGHG�VRIWZDUH���8QGHU�WKH�UHYHQXH�
UHFRJQLWLRQ�UXOHV�IRU�WDQJLEOH�SURGXFWV�� WKH�IHH�IURP�D�PXOWLSOH�GHOLYHUDEOH�DUUDQJHPHQW� LV�DOORFDWHG�WR�HDFK�RI� WKH�
GHOLYHUDEOHV�EDVHG�XSRQ�WKHLU�UHODWLYH�VHOOLQJ�SULFHV�DV�GHWHUPLQHG�E\�D�VHOOLQJ�SULFH�KLHUDUFK\���$�GHOLYHUDEOH�LQ�DQ�
DUUDQJHPHQW�TXDOLILHV�DV�D�VHSDUDWH�XQLW�RI�DFFRXQWLQJ�LI�WKH�GHOLYHUHG�LWHP�KDV�YDOXH�WR�WKH�FXVWRPHU�RQ�D�VWDQG�DORQH�
EDVLV���$�GHOLYHUHG�LWHP�WKDW�GRHV�QRW�TXDOLI\�DV�D�VHSDUDWH�XQLW�RI�DFFRXQWLQJ�LV�FRPELQHG�ZLWK�WKH�RWKHU�XQGHOLYHUHG�
LWHPV�LQ�WKH�DUUDQJHPHQW�DQG�UHYHQXH�LV�UHFRJQL]HG�IRU�WKRVH�FRPELQHG�GHOLYHUDEOHV�DV�D�VLQJOH�XQLW�RI�DFFRXQWLQJ��
7KH�VHOOLQJ�SULFH�XVHG�IRU�HDFK�GHOLYHUDEOH�LV�EDVHG�XSRQ�YHQGRU�VSHFLILF�REMHFWLYH�HYLGHQFH��962(��LI�DYDLODEOH��WKLUG�
SDUW\�HYLGHQFH��73(��LI�962(�LV�QRW�DYDLODEOH��DQG�PDQDJHPHQWµV EHVW�HVWLPDWH�RI�VHOOLQJ�SULFH��%(63��LI�QHLWKHU�962(�
QRU�73(�DUH�DYDLODEOH��962(�LV�WKH�SULFH�FKDUJHG�IRU�D�GHOLYHUDEOH�ZKHQ�LW�LV�VROG�VHSDUDWHO\���73(�LV�WKH�SULFH�RI�WKH�
&RPSDQ\µV�RU�DQ\�FRPSHWLWRUµV�ODUJHO\�LQWHUFKDQJHDEOH�SURGXFWV�RU�VHUYLFHV�LQ�VWDQG�DORQH�VDOHV�WR�VLPLODUO\�VLWXDWHG�
FXVWRPHUV���%(63�LV�WKH�SULFH�DW�ZKLFK�WKH�&RPSDQ\�ZRXOG�VHOO�WKH�GHOLYHUDEOH�LI�LW�ZHUH�VROG�UHJXODUO\�RQ�D�VWDQG�
DORQH�EDVLV��FRQVLGHULQJ�PDUNHW�FRQGLWLRQV�DQG�HQWLW\�VSHFLILF�IDFWRUV�

7KH�VHOOLQJ�SULFHV�XVHG�LQ�WKH�UHODWLYH�VHOOLQJ�SULFH�DOORFDWLRQ�PHWKRG�IRU�����FHUWDLQ�RI�WKH�&RPSDQ\µV VHUYLFHV�DUH�
EDVHG�XSRQ�962(������WKLUG�SDUW\�DFFHVVRULHV�DYDLODEOH�IURP�RWKHU�YHQGRUV�DUH�EDVHG�XSRQ�73(��DQG�����KDUGZDUH�
SURGXFWV�ZLWK�HPEHGGHG�VRIWZDUH��FXVWRP�DFFHVVRULHV��DQG�VHUYLFHV�IRU�ZKLFK�962(�GRHV�QRW�H[LVW�DUH�EDVHG�XSRQ�
%(63���7KH�&RPSDQ\�GRHV�QRW�EHOLHYH�73(�H[LVWV�IRU�WKHVH�SURGXFWV�DQG�VHUYLFHV�EHFDXVH�WKH\�DUH�GLIIHUHQWLDWHG�
IURP�FRPSHWLQJ�SURGXFWV�DQG�VHUYLFHV�LQ�WHUPV�RI�IXQFWLRQDOLW\�DQG�SHUIRUPDQFH�DQG�WKHUH�DUH�QR�FRPSHWLQJ�SURGXFWV�
RU�VHUYLFHV�WKDW�DUH�ODUJHO\�LQWHUFKDQJHDEOH���%(63�KDV�EHHQ�HVWDEOLVKHG�IRU�HDFK�SURGXFW�OLQH�ZLWKLQ�HDFK�UHJLRQ��
0DQDJHPHQW� HVWDEOLVKHV�%(63 ZLWK� FRQVLGHUDWLRQ� IRU�PDUNHW� FRQGLWLRQV�� VXFK� DV� WKH� LPSDFW� RI� FRPSHWLWLRQ� DQG�
JHRJUDSKLF�FRQVLGHUDWLRQV��DQG�HQWLW\�VSHFLILF�IDFWRUV��VXFK�DV�SULFLQJ�SUDFWLFHV��JURVV�PDUJLQ�REMHFWLYHV��FXVWRPHU�
VL]H��DQG�PDUNHW�VKDUH�JRDOV���0DQDJHPHQW�EHOLHYHV�WKDW�%(63�LV�UHIOHFWLYH�RI�UHDVRQDEOH�SULFLQJ�RI�WKDW�GHOLYHUDEOH�
DV�LI�SULFHG�RQ�D�VWDQG�DORQH�EDVLV�

8QGHU�WKH�UHYHQXH�UHFRJQLWLRQ�UXOHV�IRU�VRIWZDUH�RQO\�SURGXFWV��WKH�IHH�IURP�D�PXOWLSOH�GHOLYHUDEOH�DUUDQJHPHQW�LV�
DOORFDWHG�WR�HDFK�RI�WKH�XQGHOLYHUHG�HOHPHQWV�EDVHG�XSRQ�962(��ZKLFK�LV�OLPLWHG�WR�WKH�SULFH�FKDUJHG�ZKHQ�WKH�VDPH�
GHOLYHUDEOH�LV�VROG�VHSDUDWHO\��ZLWK�WKH�UHVLGXDO�YDOXH�IURP�WKH�DUUDQJHPHQW�DOORFDWHG�WR�WKH�GHOLYHUHG�HOHPHQW���7KH�
SRUWLRQ�RI�WKH�IHH�WKDW�LV�DOORFDWHG�WR�HDFK�GHOLYHUDEOH�LV�WKHQ�UHFRJQL]HG�DV�UHYHQXH�ZKHQ�WKH�FULWHULD�IRU�UHYHQXH�
UHFRJQLWLRQ�DUH�PHW�ZLWK�UHVSHFW�WR�WKDW�GHOLYHUDEOH���,I�962(�GRHV�QRW�H[LVW�IRU�DOO�RI�WKH�XQGHOLYHUHG�HOHPHQWV��WKHQ�
DOO�UHYHQXH�IURP�WKH�DUUDQJHPHQW�LV�W\SLFDOO\�GHIHUUHG�XQWLO�DOO�HOHPHQWV�KDYH�EHHQ�GHOLYHUHG�WR�WKH�FXVWRPHU�

7KH�&RPSDQ\µVSURGXFWV�DUH�VROG�GLUHFWO\�WR�HQG�XVHUV��DV�ZHOO�DV�WR�UHVHOOHUV�LQFOXGLQJ�RULJLQDO�HTXLSPHQW�PDQXIDFWXUHUV�
�2(0V���GLVWULEXWRUV��DQG�LQWHJUDWRUV���5HYHQXH�LV�UHFRJQL]HG�XSRQ�GHOLYHU\�RI�WKH�SURGXFW�WR�WKH�UHVHOOHU��DVVXPLQJ�
DOO�RWKHU�UHYHQXH�UHFRJQLWLRQ�FULWHULD�KDYH�EHHQ�PHW�� 7KH�&RPSDQ\�HVWDEOLVKHV�UHVHUYHV�DJDLQVW�UHYHQXH�IRU�SRWHQWLDO�
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SURGXFW� UHWXUQV��VLQFH� WKH�DPRXQW�RI� IXWXUH� UHWXUQV�FDQ�EH� UHDVRQDEO\�HVWLPDWHG�EDVHG�XSRQ�H[SHULHQFH�� 7KHVH�
UHVHUYHV�KDYH�KLVWRULFDOO\�EHHQ�LPPDWHULDO�

&HUWDLQ�FXVWRPHUV�DUH�RIIHUHG�SULFLQJ�GLVFRXQWV�RQ�FXUUHQW�VDOHV�EDVHG�XSRQ�SXUFKDVLQJ�YROXPHV�RU�SUHIHUUHG�SULFLQJ�
DUUDQJHPHQWV��IRU�ZKLFK�UHYHQXH�LV�UHSRUWHG�QHW�RI�WKHVH�GLVFRXQWV��

7KH�&RPSDQ\�UHSRUWV�UHYHQXH�IRU�FHUWDLQ�RI�LWV�SURGXFW�DFFHVVRU\�VDOHV�RQ�D�QHW�EDVLV��E\�UHGXFLQJ�WKH�JURVV�VDOH�
DPRXQW�E\�WKH�UHODWHG�FRVWV��ZKHQ�FHUWDLQ�IDFWRUV�LQ�WKH�DUUDQJHPHQW�ZLWK�WKH�FXVWRPHU�LQGLFDWH�WKDW�WKH�&RPSDQ\�LV�
DFWLQJ�DV�DQ�DJHQW��UDWKHU�WKDQ�DV�D�SULQFLSDO�

$PRXQWV�ELOOHG�WR�FXVWRPHUV�UHODWHG�WR�VKLSSLQJ�DQG�KDQGOLQJ��DV�ZHOO�DV�UHLPEXUVHPHQWV�UHFHLYHG�IURP�FXVWRPHUV�
IRU�RXW�RI�SRFNHW�H[SHQVHV��DUH�FODVVLILHG�DV�UHYHQXH��ZLWK�WKH�DVVRFLDWHG�FRVWV�LQFOXGHG�LQ�FRVW�RI�UHYHQXH�

5HVHDUFK�DQG�'HYHORSPHQW

5HVHDUFK�DQG�GHYHORSPHQW�FRVWV� IRU� LQWHUQDOO\�GHYHORSHG�RU�DFTXLUHG�SURGXFWV�DUH�H[SHQVHG�ZKHQ� LQFXUUHG�XQWLO�
WHFKQRORJLFDO�IHDVLELOLW\�KDV�EHHQ�HVWDEOLVKHG�IRU�WKH�SURGXFW���7KHUHDIWHU��DOO�VRIWZDUH�FRVWV�PD\�EH�FDSLWDOL]HG�XQWLO�
WKH�SURGXFW�LV�DYDLODEOH�IRU�JHQHUDO�UHOHDVH�WR�FXVWRPHUV���7KH�&RPSDQ\�GHWHUPLQHV�WHFKQRORJLFDO�IHDVLELOLW\�DW�WKH�
WLPH�WKH�SURGXFW�UHDFKHV�EHWD�LQ�LWV�VWDJH�RI�GHYHORSPHQW���+LVWRULFDOO\��WKH�WLPH�LQFXUUHG�EHWZHHQ�EHWD�DQG�JHQHUDO�
UHOHDVH�WR�FXVWRPHUV�KDV�EHHQ�VKRUW��DQG�WKHUHIRUH��WKH�FRVWV�KDYH�EHHQ�LQVLJQLILFDQW��

$GYHUWLVLQJ�&RVWV

$GYHUWLVLQJ�FRVWV�DUH�H[SHQVHG�DV�LQFXUUHG�DQG�WRWDOHG������������LQ������������������LQ�������DQG������������LQ�
�����

6WRFN�%DVHG�&RPSHQVDWLRQ

7KH�&RPSDQ\µVVKDUH�EDVHG�SD\PHQWV�WKDW�UHVXOW�LQ�FRPSHQVDWLRQ�H[SHQVH�FRQVLVW�RI�VWRFN�RSWLRQ�JUDQWV�DQG�UHVWULFWHG�
VWRFN�DZDUGV�� 7KH�&RPSDQ\�KDV�UHVHUYHG�D�VSHFLILF�QXPEHU�RI�VKDUHV�RI� LWV�DXWKRUL]HG�EXW�XQLVVXHG�VKDUHV� IRU�
LVVXDQFH�XSRQ�WKH�H[HUFLVH�RI�VWRFN�RSWLRQV�RU�WKH�JUDQWLQJ�RI�UHVWULFWHG�VWRFN���:KHQ�D�VWRFN�RSWLRQ�LV�H[HUFLVHG�RU�D�
UHVWULFWHG�VWRFN�DZDUG�LV�JUDQWHG��WKH�&RPSDQ\�LVVXHV�QHZ�VKDUHV�IURP�WKLV�SRRO���7KH�IDLU�YDOXHV�RI�VWRFN�RSWLRQV�DUH�
HVWLPDWHG�RQ�WKH�JUDQW�GDWH�XVLQJ�D�ELQRPLDO�ODWWLFH�PRGHO��0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�GHWHUPLQLQJ�WKH�DSSURSULDWH�
YDOXDWLRQ�PRGHO�DQG�HVWLPDWLQJ�WKHVH�IDLU�YDOXHV��DQG�LQ�GRLQJ�VR��FRQVLGHUV�D�QXPEHU�RI�IDFWRUV��LQFOXGLQJ�LQIRUPDWLRQ�
SURYLGHG�E\�DQ�RXWVLGH�YDOXDWLRQ�DGYLVRU�

7KH�&RPSDQ\�UHFRJQL]HV�FRPSHQVDWLRQ�H[SHQVH�UHODWHG�WR�VWRFN�RSWLRQV�XVLQJ�WKH�JUDGHG�DWWULEXWLRQ�PHWKRG��LQ�ZKLFK�
H[SHQVH�LV�UHFRJQL]HG�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKH�VHUYLFH�SHULRG�IRU�HDFK�VHSDUDWHO\�YHVWLQJ�SRUWLRQ�RI�WKH�VWRFN�
RSWLRQ�DV�LI�WKH�RSWLRQ�ZHUH��LQ�VXEVWDQFH��PXOWLSOH�DZDUGV���7KH�DPRXQW�RI�FRPSHQVDWLRQ�H[SHQVH�UHFRJQL]HG�DW�WKH�
HQG�RI�WKH�YHVWLQJ�SHULRG�LV�EDVHG�XSRQ�WKH�QXPEHU�RI�VWRFN�RSWLRQV�IRU�ZKLFK�WKH�UHTXLVLWH�VHUYLFH�KDV�EHHQ�FRPSOHWHG��
1R�FRPSHQVDWLRQ�H[SHQVH�LV�UHFRJQL]HG�IRU�RSWLRQV�WKDW�DUH�IRUIHLWHG�IRU�ZKLFK�WKH�HPSOR\HH�GRHV�QRW�UHQGHU�WKH�
UHTXLVLWH�VHUYLFH���7KH�WHUP�²IRUIHLWXUHV³�LV�GLVWLQFW�IURP�²H[SLUDWLRQV³�DQG�UHSUHVHQWV�RQO\�WKH�XQYHVWHG�SRUWLRQ�RI�WKH�
VXUUHQGHUHG�RSWLRQ���7KH�&RPSDQ\�DSSOLHV�HVWLPDWHG�IRUIHLWXUH�UDWHV�WR�LWV�XQYHVWHG�RSWLRQV�WR�DUULYH�DW�WKH�DPRXQW�
RI�FRPSHQVDWLRQ�H[SHQVH�WKDW� LV�H[SHFWHG�WR�EH�UHFRJQL]HG�RYHU�WKH�UHTXLVLWH�VHUYLFH�SHULRG���$W WKH�HQG�RI�HDFK�
VHSDUDWHO\�YHVWLQJ�SRUWLRQ�RI�DQ�RSWLRQ��WKH�H[SHQVH�WKDW�ZDV�UHFRJQL]HG�E\�DSSO\LQJ�WKH�HVWLPDWHG�IRUIHLWXUH�UDWH�LV�
FRPSDUHG�WR�WKH�H[SHQVH�WKDW�VKRXOG�EH�UHFRJQL]HG�EDVHG�XSRQ�WKH�HPSOR\HHµV�VHUYLFH��DQG�D�FUHGLW�WR�H[SHQVH�LV�
UHFRUGHG�UHODWHG�WR�WKRVH�HPSOR\HHV�WKDW�KDYH�QRW�UHQGHUHG�WKH�UHTXLVLWH�VHUYLFH�

7D[HV

7KH�&RPSDQ\�UHFRJQL]HV�D�WD[�SRVLWLRQ�LQ�LWV�ILQDQFLDO�VWDWHPHQWV�ZKHQ�WKDW�WD[�SRVLWLRQ��EDVHG�VROHO\�XSRQ�LWV�WHFKQLFDO�
PHULWV��LV�PRUH�OLNHO\�WKDQ�QRW�WR�EH�VXVWDLQHG�XSRQ�H[DPLQDWLRQ�E\�WKH�UHOHYDQW�WD[LQJ�DXWKRULW\���7KRVH�WD[�SRVLWLRQV�
IDLOLQJ�WR�TXDOLI\�IRU�LQLWLDO�UHFRJQLWLRQ�DUH�UHFRJQL]HG�LQ�WKH�ILUVW�LQWHULP�SHULRG�LQ�ZKLFK�WKH\�PHHW�WKH�PRUH�OLNHO\�WKDQ�
QRW�VWDQGDUG��RU�DUH�UHVROYHG�WKURXJK�QHJRWLDWLRQ�RU�OLWLJDWLRQ�ZLWK�WKH�WD[LQJ�DXWKRULW\��RU�XSRQ�H[SLUDWLRQ�RI�WKH�VWDWXWHV�
RI� OLPLWDWLRQV�� 'HUHFRJQLWLRQ�RI�D�WD[�SRVLWLRQ�WKDW�ZDV�SUHYLRXVO\�UHFRJQL]HG�RFFXUV�ZKHQ�DQ�HQWLW\�VXEVHTXHQWO\�
GHWHUPLQHV�WKDW�D�WD[�SRVLWLRQ�QR�ORQJHU�PHHWV�WKH�PRUH�OLNHO\�WKDQ�QRW�WKUHVKROG�RI�EHLQJ�VXVWDLQHG�

2QO\�WKH�SRUWLRQ�RI�WKH�OLDELOLW\�WKDW�LV�H[SHFWHG�WR�EH�SDLG�ZLWKLQ�RQH�\HDU�LV�FODVVLILHG�DV�D�FXUUHQW�OLDELOLW\�� $V�D�UHVXOW��
OLDELOLWLHV�H[SHFWHG�WR�EH�UHVROYHG�ZLWKRXW�WKH�SD\PHQW�RI�FDVK��H�J���UHVROXWLRQ�GXH�WR�WKH�H[SLUDWLRQ�RI�WKH�VWDWXWHV�RI�
OLPLWDWLRQV��RU�DUH�QRW�H[SHFWHG�WR�EH�SDLG�ZLWKLQ�RQH�\HDU�DUH�QRW�FODVVLILHG�DV�FXUUHQW���,W�LV�WKH�&RPSDQ\µV�SROLF\�WR�
UHFRUG�HVWLPDWHG�LQWHUHVW�DQG�SHQDOWLHV�DV�LQFRPH�WD[�H[SHQVH�DQG�WD[�FUHGLWV�DV�D�UHGXFWLRQ�LQ�LQFRPH�WD[�H[SHQVH�

'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�GHWHUPLQHG�EDVHG�XSRQ�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�ILQDQFLDO�VWDWHPHQW�DQG�WD[�
EDVHV�RI�DVVHWV�DQG�OLDELOLWLHV�DV�PHDVXUHG�E\�WKH�HQDFWHG�WD[�UDWHV�WKDW�ZLOO�EH�LQ�HIIHFW ZKHQ�WKHVH�GLIIHUHQFHV UHYHUVH��
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9DOXDWLRQ�DOORZDQFHV�DUH�SURYLGHG�LI��EDVHG�XSRQ�WKH�ZHLJKW�RI�DYDLODEOH�HYLGHQFH��LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�VRPH�
RU�DOO�RI�WKH�GHIHUUHG�WD[�DVVHWV�ZLOO�QRW�EH�UHDOL]HG�

6DOHV�WD[�LQ�WKH�8QLWHG�6WDWHV�DQG�VLPLODU�WD[HV�LQ�RWKHU�MXULVGLFWLRQV�WKDW�DUH�FROOHFWHG�IURP�FXVWRPHUV�DQG�UHPLWWHG�
WR�JRYHUQPHQW�DXWKRULWLHV�DUH�SUHVHQWHG�RQ�D�JURVV�EDVLV��L�H���D�UHFHLYDEOH�IURP�WKH�FXVWRPHU�ZLWK�D�FRUUHVSRQGLQJ�
SD\DEOH�WR�WKH�JRYHUQPHQW��� $PRXQWV�FROOHFWHG�IURP�FXVWRPHUV�DQG�UHWDLQHG�E\�WKH�&RPSDQ\�GXULQJ�WD[�KROLGD\V�DUH�
UHFRJQL]HG�DV�QRQ�RSHUDWLQJ�LQFRPH�ZKHQ�HDUQHG�

1HW�,QFRPH�3HU�6KDUH

%DVLF�QHW�LQFRPH�SHU�VKDUH�LV�FRPSXWHG�E\�GLYLGLQJ�QHW�LQFRPH�DYDLODEOH�WR�FRPPRQ�VKDUHKROGHUV�E\�WKH�ZHLJKWHG�
DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV�RXWVWDQGLQJ�IRU�WKH�SHULRG���'LOXWHG�QHW�LQFRPH�SHU�VKDUH�LV�FRPSXWHG�E\�GLYLGLQJ�
QHW�LQFRPH�DYDLODEOH�WR�FRPPRQ�VKDUHKROGHUV�E\�WKH�ZHLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV�RXWVWDQGLQJ�IRU�
WKH�SHULRG�SOXV�SRWHQWLDO�GLOXWLYH�FRPPRQ�VKDUHV���'LOXWLYH�FRPPRQ�HTXLYDOHQW�VKDUHV�FRQVLVW�RI�VWRFN�RSWLRQV�DQG�DUH�
FDOFXODWHG�XVLQJ�WKH�WUHDVXU\�VWRFN�PHWKRG���&RPPRQ�HTXLYDOHQW�VKDUHV�GR�QRW�TXDOLI\�DV�SDUWLFLSDWLQJ�VHFXULWLHV���,Q�
SHULRGV�ZKHUH�WKH�&RPSDQ\�UHFRUGV�D�QHW�ORVV��SRWHQWLDO�FRPPRQ�VWRFN�HTXLYDOHQWV�DUH�QRW�LQFOXGHG�LQ�WKH�FDOFXODWLRQ�
RI�GLOXWHG�QHW�ORVV�SHU�VKDUH��

&RPSUHKHQVLYH�,QFRPH

&RPSUHKHQVLYH�LQFRPH�LV�GHILQHG�DV�WKH�FKDQJH�LQ�HTXLW\�RI�D�FRPSDQ\�GXULQJ�D�SHULRG�IURP�WUDQVDFWLRQV�DQG�RWKHU�
HYHQWV�DQG�FLUFXPVWDQFHV��H[FOXGLQJ�WUDQVDFWLRQV�UHVXOWLQJ�IURP�LQYHVWPHQWV�E\�RZQHUV�DQG�GLVWULEXWLRQV�WR�RZQHUV��
$FFXPXODWHG�RWKHU�FRPSUHKHQVLYH�ORVV��QHW�RI�WD[��DV�RI�'HFHPEHU����������DQG�'HFHPEHU�����������FRQVLVWV�RI�
IRUHLJQ� FXUUHQF\� WUDQVODWLRQ�DGMXVWPHQWV� RI� ����������� DQG������������� UHVSHFWLYHO\�� QHW� XQUHDOL]HG� ORVVHV�RQ�
DYDLODEOH�IRU�VDOH� LQYHVWPHQWV� RI� ������� DQG�QHW� XQUHDOL]HG� JDLQV� RQ� DYDLODEOH�IRU�VDOH� LQYHVWPHQWV� RI� ���������
UHVSHFWLYHO\��QHW�XQUHDOL]HG�JDLQV�RQ�GHULYDWLYH�LQVWUXPHQWV�RI����DQG����������UHVSHFWLYHO\��DQG�ORVVHV�RQ�FXUUHQF\�
VZDSV��QHW�RI�JDLQV�RQ�ORQJ�WHUP�LQWHUFRPSDQ\�ORDQV�RI������������LQ�HDFK�\HDU��

$PRXQWV� UHFODVVLILHG� IURP� DFFXPXODWHG� RWKHU� FRPSUHKHQVLYH� LQFRPH� WR� LQYHVWPHQW� LQFRPH� RQ� WKH�&RQVROLGDWHG�
6WDWHPHQWV�RI�2SHUDWLRQV�ZHUH�QHW�UHDOL]HG�JDLQV�RI���������������������DQG����������IRU�������������DQG�������
UHVSHFWLYHO\�

&RQFHQWUDWLRQV�RI�5LVN

)LQDQFLDO�LQVWUXPHQWV�WKDW�SRWHQWLDOO\�VXEMHFW�WKH�&RPSDQ\�WR�FRQFHQWUDWLRQV�RI�FUHGLW�ULVN�FRQVLVW�SULPDULO\�RI�FDVK��
FDVK�HTXLYDOHQWV��LQYHVWPHQWV��DQG�WUDGH�UHFHLYDEOHV���7KH�&RPSDQ\�KDV�FHUWDLQ�GRPHVWLF�DQG�IRUHLJQ�FDVK�EDODQFHV�
WKDW�H[FHHG� WKH� LQVXUHG� OLPLWV�VHW�E\� WKH�)HGHUDO�'HSRVLW� ,QVXUDQFH�&RUSRUDWLRQ� �)',&�� LQ� WKH�8QLWHG�6WDWHV�DQG�
HTXLYDOHQW�UHJXODWRU\�DJHQFLHV�LQ�IRUHLJQ�FRXQWULHV��7KH�&RPSDQ\�SULPDULO\�LQYHVWV�LQ�LQYHVWPHQW�JUDGH�GHEW�VHFXULWLHV�
DQG�KDV�HVWDEOLVKHG�JXLGHOLQHV�UHODWLYH�WR�FUHGLW�UDWLQJV��GLYHUVLILFDWLRQ��DQG�PDWXULWLHV�RI�LWV�GHEW�VHFXULWLHV�WKDW�PDLQWDLQ�
VDIHW\�DQG�OLTXLGLW\���7KH�&RPSDQ\�KDV�QRW�H[SHULHQFHG�DQ\�VLJQLILFDQW�UHDOL]HG�ORVVHV�RQ�LWV�GHEW�VHFXULWLHV�

7KH�&RPSDQ\�SHUIRUPV�RQJRLQJ�FUHGLW�HYDOXDWLRQV�RI�LWV�FXVWRPHUV�DQG�PDLQWDLQV�DOORZDQFHV�IRU�SRWHQWLDO�FUHGLW�ORVVHV��
7KH�&RPSDQ\�KDV�QRW�H[SHULHQFHG�DQ\�VLJQLILFDQW�ORVVHV�UHODWHG�WR�WKH�FROOHFWLRQ�RI�LWV�DFFRXQWV�UHFHLYDEOH�

$�VLJQLILFDQW�SRUWLRQ�RI�WKH�&RPSDQ\
V�SURGXFW�LV�PDQXIDFWXUHG�E\�D�WKLUG�SDUW\�FRQWUDFWRU�ORFDWHG�LQ�,QGRQHVLD���7KLV�
FRQWUDFWRU�KDV�DJUHHG�WR�SURYLGH�&RJQH[�ZLWK�WHUPLQDWLRQ�QRWLILFDWLRQ�SHULRGV�DQG�ODVW�WLPH�EX\�ULJKWV��LI�DQG�ZKHQ�
WKDW�PD\ EH�DSSOLFDEOH�� :H UHO\�XSRQ�WKLV�FRQWUDFWRU�WR SURYLGH�TXDOLW\ SURGXFW�DQG PHHW�GHOLYHU\�VFKHGXOHV�� :H�
HQJDJH�LQ�H[WHQVLYH�SURGXFW�TXDOLW\�SURJUDPV�DQG�SURFHVVHV��LQFOXGLQJ�DFWLYHO\�PRQLWRULQJ�WKH�SHUIRUPDQFH�RI�RXU�
WKLUG�SDUW\�PDQXIDFWXUHUV��KRZHYHU�ZH�PD\�QRW�GHWHFW�DOO�SURGXFW�TXDOLW\�LVVXHV�WKURXJK�WKHVH�SURJUDPV�DQG�SURFHVVHV�

&HUWDLQ�FRPSRQHQWV�DUH�SUHVHQWO\�VRXUFHG�IURP�D�VLQJOH�YHQGRU�WKDW� LV�VHOHFWHG�EDVHG�RQ�SULFH�DQG�SHUIRUPDQFH�
FRQVLGHUDWLRQV���,Q�WKH�HYHQW�RI�D�VXSSO\�GLVUXSWLRQ�IURP�D�VLQJOH�VRXUFH�YHQGRU��WKHVH�FRPSRQHQWV�PD\�EH�SXUFKDVHG�
IURP�DOWHUQDWLYH�YHQGRUV��ZKLFK�PD\�UHVXOW�LQ�PDQXIDFWXULQJ�GHOD\V�EDVHG�RQ�WKH�OHDG�WLPH�RI�WKH�QHZ�YHQGRU���&HUWDLQ�
NH\�HOHFWURQLF�DQG�PHFKDQLFDO�FRPSRQHQWV�WKDW�DUH�SXUFKDVHG�IURP�VWUDWHJLF�VXSSOLHUV��VXFK�DV�SURFHVVRUV�RU�LPDJHUV��
DUH�IXQGDPHQWDO�WR�WKH�GHVLJQ�RI�&RJQH[�SURGXFWV���$�GLVUXSWLRQ�LQ�WKH�VXSSO\�RI�WKHVH�NH\�FRPSRQHQWV��VXFK�DV�D�
ODVW�WLPH�EX\�DQQRXQFHPHQW��QDWXUDO�GLVDVWHU� ILQDQFLDO� EDQNUXSWF\��RU�RWKHU�HYHQW��PD\� UHTXLUH�XV� WR�SXUFKDVH�D�
VLJQLILFDQW�DPRXQW�RI�LQYHQWRU\�DW�XQIDYRUDEOH�SULFHV�UHVXOWLQJ�LQ�ORZHU�JURVV�PDUJLQV�DQG�KLJKHU�ULVN�RI�FDUU\LQJ�H[FHVV�
LQYHQWRU\�� ,I�ZH�DUH�XQDEOH�WR�VHFXUH�DGHTXDWH�VXSSO\�IURP�DOWHUQDWLYH�VRXUFHV��ZH�PD\�KDYH�WR�UHGHVLJQ�RXU�SURGXFWV��
ZKLFK�PD\�OHDG�WR�D�GHOD\�LQ�PDQXIDFWXULQJ�DQG�D�SRVVLEOH�ORVV�RI�VDOHV�
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'HULYDWLYH�,QVWUXPHQWV

'HULYDWLYH�LQVWUXPHQWV�DUH�UHFRUGHG�RQ�WKH�&RQVROLGDWHG�%DODQFH�6KHHWV�DW�IDLU�YDOXH���&KDQJHV�LQ�WKH�IDLU�YDOXH�RI�
GHULYDWLYHV�DUH�UHFRUGHG�HDFK�SHULRG�LQ�FXUUHQW�RSHUDWLRQV�RU�LQ�VKDUHKROGHUV
�HTXLW\�DV�RWKHU�FRPSUHKHQVLYH�LQFRPH�
�ORVV���GHSHQGLQJ�XSRQ�ZKHWKHU�WKH�GHULYDWLYH�LV�GHVLJQDWHG�DV�D�KHGJH�WUDQVDFWLRQ�DQG��LI�LW�LV��WKH�HIIHFWLYHQHVV�RI�
WKH�KHGJH�� $W�WKH�LQFHSWLRQ�RI�WKH�FRQWUDFW��WKH�&RPSDQ\�GHVLJQDWHV�IRUHLJQ�FXUUHQF\�IRUZDUG�H[FKDQJH�FRQWUDFWV�DV�
HLWKHU�D�FDVK�IORZ�KHGJH�RI�FHUWDLQ�IRUHFDVWHG�IRUHLJQ�FXUUHQF\�GHQRPLQDWHG�VDOHV�DQG�SXUFKDVH�WUDQVDFWLRQV�RU�DV�
DQ�HFRQRPLF�KHGJH��&KDQJHV�LQ�WKH�IDLU�YDOXH�RI�D�GHULYDWLYH�WKDW�LV�KLJKO\�HIIHFWLYH DQG�WKDW�LV�GHVLJQDWHG�DQG�TXDOLILHV�
DV�D�FDVK�IORZ�KHGJH�DUH�UHFRUGHG�LQ�VKDUHKROGHUV
�HTXLW\�DV�RWKHU�FRPSUHKHQVLYH�LQFRPH��ORVV���DQG�UHFODVVLILHG�LQWR�
FXUUHQW�RSHUDWLRQV�LQ�WKH�VDPH�SHULRG�GXULQJ�ZKLFK�WKH�KHGJHG�WUDQVDFWLRQ�DIIHFWV�FXUUHQW�RSHUDWLRQV�DQG�LQ�WKH�VDPH�
ILQDQFLDO�VWDWHPHQW�OLQH�LWHP�DV�WKDW�RI�WKH�IRUHFDVWHG�WUDQVDFWLRQ���&DVK�IORZ�KHGJHV�DUH�HYDOXDWHG�IRU�HIIHFWLYHQHVV�
TXDUWHUO\�� �$Q\ KHGJH� LQHIIHFWLYHQHVV �ZKLFK�UHSUHVHQWV� WKH�DPRXQW�E\�ZKLFK� WKH�FKDQJHV� LQ� WKH� IDLU�YDOXH�RI� WKH�
GHULYDWLYH�H[FHHG�WKH�YDULDELOLW\�LQ�WKH�FDVK�IORZV�RI�WKH�IRUHFDVWHG�WUDQVDFWLRQ��LV�UHFRUGHG�LQ�FXUUHQW�RSHUDWLRQV�LQ�WKH�
SHULRG�LQ�ZKLFK�LQHIIHFWLYHQHVV LV�GHWHUPLQHG�� &KDQJHV�LQ�WKH�IDLU�YDOXH�RI�WKH�&RPSDQ\µV HFRQRPLF�KHGJHV��QRW�
GHVLJQDWHG�DV�D�FDVK�IORZ�KHGJH��DUH�UHSRUWHG�LQ�FXUUHQW�RSHUDWLRQV���7KH�FDVK�IORZV�IURP�GHULYDWLYH�LQVWUXPHQWV�DUH�
SUHVHQWHG�LQ�WKH�VDPH�FDWHJRU\�RQ�WKH�&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�)ORZV�DV�WKH�FDWHJRU\�IRU�WKH�FDVK�IORZV�
IURP�WKH�KHGJHG�LWHP���*HQHUDOO\��WKLV�DFFRXQWLQJ�SROLF\�HOHFWLRQ�UHVXOWV�LQ�FDVK�IORZV�UHODWHG�WR�GHULYDWLYH�LQVWUXPHQWV�
EHLQJ�FODVVLILHG�DV�DQ�RSHUDWLQJ�DFWLYLW\�RQ�WKH�&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�)ORZV�

7KH�&RPSDQ\�IRUPDOO\�GRFXPHQWV�DOO�UHODWLRQVKLSV�EHWZHHQ�KHGJLQJ�LQVWUXPHQWV�DQG�KHGJHG�LWHPV��DV�ZHOO�DV�LWV�ULVN�
PDQDJHPHQW�REMHFWLYH�DQG�VWUDWHJ\� IRU�XQGHUWDNLQJ�YDULRXV�KHGJH� WUDQVDFWLRQV�� 7KLV�SURFHVV� LQFOXGHV� OLQNLQJ�DOO�
GHULYDWLYHV�WKDW�DUH�GHVLJQDWHG�DV�FDVK�IORZ�KHGJHV�WR�VSHFLILF�IRUHFDVWHG�WUDQVDFWLRQV���7KH�&RPSDQ\�DOVR�IRUPDOO\�
DVVHVVHV��ERWK�DW�WKH�KHGJHµV�LQFHSWLRQ�DQG�RQ�DQ�RQJRLQJ�EDVLV��ZKHWKHU�WKH�GHULYDWLYHV�WKDW�DUH�XVHG�LQ�KHGJLQJ�
WUDQVDFWLRQV�KDYH�EHHQ�KLJKO\�HIIHFWLYH LQ�RIIVHWWLQJ FKDQJHV�LQ�WKH�IDLU�YDOXH�RU�FDVK�IORZV�RI�KHGJHG�LWHPV�DQG�ZKHWKHU�
WKRVH�GHULYDWLYHV�PD\�EH�H[SHFWHG�WR�UHPDLQ�KLJKO\�HIIHFWLYH�LQ�IXWXUH�SHULRGV���:KHQ�LW�LV�GHWHUPLQHG�WKDW�D�GHULYDWLYH�
LV�QRW��RU�KDV�FHDVHG�WR�EH��KLJKO\�HIIHFWLYH�DV�D�KHGJH��WKH�&RPSDQ\�GLVFRQWLQXHV�KHGJH�DFFRXQWLQJ�SURVSHFWLYHO\��
DV�GLVFXVVHG�EHORZ�

7KH�&RPSDQ\�GLVFRQWLQXHV�KHGJH�DFFRXQWLQJ�SURVSHFWLYHO\�ZKHQ�����LW�GHWHUPLQHV�WKDW�WKH�GHULYDWLYH�LV�QR�ORQJHU�
HIIHFWLYH�LQ�RIIVHWWLQJ�FKDQJHV�LQ�WKH�FDVK�IORZV�RI�D�KHGJHG�LWHP������WKH�GHULYDWLYH�H[SLUHV�RU�LV�VROG��WHUPLQDWHG��RU�
H[HUFLVHG������LW�LV�QR�ORQJHU�SUREDEOH�WKDW�WKH�IRUHFDVWHG�WUDQVDFWLRQ�ZLOO�RFFXU��RU�����PDQDJHPHQW�GHWHUPLQHV�WKDW�
GHVLJQDWLQJ�WKH�GHULYDWLYH�DV�D�KHGJLQJ�LQVWUXPHQW�LV�QR�ORQJHU�DSSURSULDWH�RU�GHVLUHG��:KHQ�WKH�&RPSDQ\�GLVFRQWLQXHV�
KHGJH�DFFRXQWLQJ�EHFDXVH�LW�LV�QR�ORQJHU�SUREDEOH�WKDW�WKH�IRUHFDVWHG�WUDQVDFWLRQ�ZLOO�RFFXU�LQ�WKH�RULJLQDOO\�H[SHFWHG�
SHULRG��WKH�JDLQ�RU�ORVV�RQ�WKH�GHULYDWLYH�UHPDLQV�LQ�DFFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH��ORVV��DQG�LV�UHFODVVLILHG�
LQWR�FXUUHQW�RSHUDWLRQV�ZKHQ�WKH�IRUHFDVWHG�WUDQVDFWLRQ�DIIHFWV�FXUUHQW�RSHUDWLRQV���+RZHYHU��LI�LW�LV�SUREDEOH�WKDW�D�
IRUHFDVWHG�WUDQVDFWLRQ�ZLOO�QRW�RFFXU�E\�WKH�HQG�RI�WKH�RULJLQDOO\�VSHFLILHG�WLPH�SHULRG�RU�ZLWKLQ�DQ�DGGLWLRQDO�WZR�PRQWK�
SHULRG�RI�WLPH�WKHUHDIWHU��WKH�JDLQ�RU�ORVV�WKDW�ZDV�DFFXPXODWHG�LQ�RWKHU�FRPSUHKHQVLYH�LQFRPH��ORVV��LV�UHFRJQL]HG�
LPPHGLDWHO\�LQ�FXUUHQW�RSHUDWLRQV��,Q�DOO�VLWXDWLRQV�LQ�ZKLFK�KHGJH�DFFRXQWLQJ�LV�GLVFRQWLQXHG�DQG�WKH�GHULYDWLYH�UHPDLQV�
RXWVWDQGLQJ��WKH�&RPSDQ\�FDUULHV�WKH�GHULYDWLYH�DW�IDLU�YDOXH�RQ�WKH�&RQVROLGDWHG�%DODQFH�6KHHWV��UHFRJQL]LQJ�FKDQJHV�
LQ�WKH�IDLU�YDOXH�LQ�FXUUHQW�RSHUDWLRQV��XQOHVV�LW�LV�GHVLJQDWHG�LQ�D�QHZ�KHGJLQJ�UHODWLRQVKLS�

7KH�&RPSDQ\�UHFRJQL]HV�DOO�GHULYDWLYH�LQVWUXPHQWV�DV�HLWKHU�FXUUHQW�DVVHWV�RU�FXUUHQW�OLDELOLWLHV�DW�IDLU�YDOXH�RQ�WKH�
&RQVROLGDWHG�%DODQFH�6KHHWV���:KHQ�WKH�&RPSDQ\�LV�HQJDJHG�LQ�PRUH�WKDQ�RQH�RXWVWDQGLQJ�GHULYDWLYH�FRQWUDFW�ZLWK�
WKH�VDPH�FRXQWHUSDUW\�DQG�DOVR�KDV�D�OHJDOO\�HQIRUFHDEOH�PDVWHU�QHWWLQJ�DJUHHPHQW�ZLWK�WKDW�FRXQWHUSDUW\��WKH�²QHW³�
PDUN�WR�PDUNHW� H[SRVXUH� UHSUHVHQWV� WKH� QHWWLQJ� RI� WKH� SRVLWLYH� DQG� QHJDWLYH� H[SRVXUHV� ZLWK� WKDW� FRXQWHUSDUW\��
$FFRUGLQJO\��FDVK�IORZ�KHGJHV�DUH�SUHVHQWHG�QHW�RQ�WKH�&RQVROLGDWHG�%DODQFH�6KHHWV���

%XVLQHVV�&RPELQDWLRQV

7KH�&RPSDQ\�GHWHUPLQHV�ZKHWKHU�D�WUDQVDFWLRQ�TXDOLILHV�DV�D�EXVLQHVV�FRPELQDWLRQ�E\�DSSO\LQJ�WKH�GHILQLWLRQ�RI�D�
EXVLQHVV��ZKLFK�UHTXLUHV�WKH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�WR�EH�LQSXWV�DQG�SURFHVVHV�WKDW�KDYH�WKH�DELOLW\�
WR�FUHDWH�RXWSXWV���7KH�&RPSDQ\�DFFRXQWV�IRU�EXVLQHVV�FRPELQDWLRQV�XQGHU�WKH�DFTXLVLWLRQ PHWKRG�RI�DFFRXQWLQJ��
ZKLFK�UHTXLUHV�WKH�IROORZLQJ�VWHSV������LGHQWLI\LQJ�WKH�DFTXLUHU������GHWHUPLQLQJ�WKH�DFTXLVLWLRQ�GDWH������UHFRJQL]LQJ�
DQG�PHDVXULQJ�WKH�LGHQWLILDEOH�DVVHWV�DFTXLUHG�DQG�WKH�OLDELOLWLHV�DVVXPHG��DQG�����UHFRJQL]LQJ�DQG�PHDVXULQJ�JRRGZLOO��
7KH�&RPSDQ\�PHDVXUHV�WKH�LGHQWLILDEOH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�DW�WKHLU�HVWLPDWHG�IDLU�YDOXHV�DV�RI�
WKH�DFTXLVLWLRQ�GDWH���0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�GHWHUPLQLQJ�WKH�DSSURSULDWH�YDOXDWLRQ�PRGHO�DQG�HVWLPDWHG�IDLU�
YDOXHV��DQG�LQ�GRLQJ�VR��FRQVLGHUV�D�QXPEHU�RI�IDFWRUV��LQFOXGLQJ�LQIRUPDWLRQ�SURYLGHG�E\�DQ�RXWVLGH�YDOXDWLRQ�DGYLVRU��
0DQDJHPHQW�SULPDULO\�HVWDEOLVKHV�IDLU�YDOXH�XVLQJ�WKH�LQFRPH�DSSURDFK�EDVHG�XSRQ�D�GLVFRXQWHG�FDVK�IORZ�PRGHO��
7KH�LQFRPH�DSSURDFK�UHTXLUHV�WKH��XVH�RI�PDQ\�DVVXPSWLRQV�DQG�HVWLPDWHV�LQFOXGLQJ�IXWXUH�UHYHQXHV�DQG�H[SHQVHV��
DV�ZHOO�DV�GLVFRXQW�IDFWRUV���&RQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLWLHV�DUH�UHSRUWHG�DW�WKHLU�HVWLPDWHG�IDLU�YDOXHV�EDVHG�XSRQ�
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SUREDELOLW\�DGMXVWHG�SUHVHQW�YDOXHV�RI�WKH�FRQVLGHUDWLRQ�H[SHFWHG�WR�EH�SDLG��XVLQJ�VLJQLILFDQW�LQSXWV�DQG�HVWLPDWHV��
.H\�DVVXPSWLRQV�XVHG�LQ�WKHVH�HVWLPDWHV�LQFOXGH�SUREDELOLW\�DVVHVVPHQWV�ZLWK�UHVSHFW�WR�WKH�OLNHOLKRRG�RI�DFKLHYLQJ�
FHUWDLQ�PLOHVWRQHV�DQG�GLVFRXQW�UDWHV�FRQVLVWHQW�ZLWK�WKH�OHYHO�RI�ULVN�RI�DFKLHYHPHQW��7KH�IDLU�YDOXHV�RI�WKHVH�FRQWLQJHQW�
FRQVLGHUDWLRQ�OLDELOLWLHV�DUH�UHPHDVXUHG�HDFK�UHSRUWLQJ�SHULRG�ZLWK�FKDQJHV�LQ�IDLU�YDOXH�UHFRUGHG�LQ��2WKHU�LQFRPH�
�H[SHQVH���RQ�WKH�&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV���*RRGZLOO�LV�UHFRJQL]HG�DV�RI�WKH�DFTXLVLWLRQ�GDWH�DV�WKH�
H[FHVV�RI�WKH�FRQVLGHUDWLRQ�WUDQVIHUUHG�RYHU�WKH�QHW�DPRXQW�RI�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG���7UDQVDFWLRQ�
FRVWV�DUH�H[SHQVHG�DV�LQFXUUHG��
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127(�����1HZ�3URQRXQFHPHQWV

$FFRXQWLQJ�6WDQGDUGV�8SGDWH��$68�����������²5HYHQXH�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV³

7KH�DPHQGPHQWV�LQ�$68���������ZLOO�VXSHUVHGH�DQG�UHSODFH�DOO�FXUUHQWO\�H[LVWLQJ�8�6��*$$3��LQFOXGLQJ�LQGXVWU\�
VSHFLILF�UHYHQXH�UHFRJQLWLRQ�JXLGDQFH��ZLWK�D�VLQJOH��SULQFLSOH�EDVHG�UHYHQXH�UHFRJQLWLRQ�IUDPHZRUN�� 7KH�FRQFHSW�
JXLGLQJ�WKLV�QHZ�PRGHO�LV�WKDW�UHYHQXH�UHFRJQLWLRQ�ZLOO�GHSLFW�WUDQVIHU�RI�FRQWURO�WR�WKH�FXVWRPHU�LQ�DQ�DPRXQW�WKDW�
UHIOHFWV�FRQVLGHUDWLRQ�WR�ZKLFK�DQ�HQWLW\�H[SHFWV�WR�EH�HQWLWOHG�� 7KH�FRUH�SULQFLSOHV�VXSSRUWLQJ�WKLV�IUDPHZRUN�LQFOXGH�
��� LGHQWLI\LQJ�WKH�FRQWUDFW�ZLWK�D�FXVWRPHU������LGHQWLI\LQJ�VHSDUDWH�SHUIRUPDQFH�REOLJDWLRQV�ZLWKLQ�WKH�FRQWUDFW�����
GHWHUPLQLQJ�WKH�WUDQVDFWLRQ�SULFH������DOORFDWLQJ�WKH�WUDQVDFWLRQ�SULFH�WR�WKH�SHUIRUPDQFH�REOLJDWLRQV��DQG�����UHFRJQL]LQJ
UHYHQXH�� 7KLV�QHZ�IUDPHZRUN�ZLOO�UHTXLUH�HQWLWLHV�WR�DSSO\�VLJQLILFDQWO\�PRUH�MXGJPHQW�� 7KLV�LQFUHDVH�LQ�PDQDJHPHQW
MXGJPHQW�ZLOO�UHTXLUH�H[SDQGHG�GLVFORVXUH�RQ�HVWLPDWLRQ�PHWKRGV��LQSXWV��DQG�DVVXPSWLRQV�IRU�UHYHQXH�UHFRJQLWLRQ�

,Q�0DUFK�������$68�����������3ULQFLSDO�YHUVXV�$JHQW�&RQVLGHUDWLRQV��5HSRUWLQJ�5HYHQXH�*URVV�YHUVXV�1HW����ZDV�
LVVXHG��LQ�$SULO�������$68�����������,GHQWLI\LQJ�3HUIRUPDQFH�2EOLJDWLRQV�DQG�/LFHQVLQJ���ZDV�LVVXHG��LQ�0D\�������
$68�����������1DUURZ�6FRSH�,PSURYHPHQWV�DQG�3UDFWLFDO�([SHGLHQWV���ZDV�LVVXHG��DQG�LQ�'HFHPEHU�������$68�
����������7HFKQLFDO�&RUUHFWLRQV�DQG�,PSURYHPHQWV���ZDV�LVVXHG�� 7KHVH�8SGDWHV�GR�QRW�FKDQJH�WKH�FRUH�SULQFLSOH�RI�
WKH�JXLGDQFH�XQGHU�$68����������EXW�UDWKHU�SURYLGH�LPSOHPHQWDWLRQ�JXLGDQFH��$68�����������'HIHUUDO�RI�WKH�HIIHFWLYH�
GDWH���DPHQGHG�WKH�HIIHFWLYH�GDWH�RI�$68���������IRU�SXEOLF�FRPSDQLHV�WR�DQQXDO�UHSRUWLQJ�SHULRGV�EHJLQQLQJ�DIWHU�
'HFHPEHU����������� (DUO\�DGRSWLRQ�ZDV�SHUPLWWHG��EXW�RQO\�EHJLQQLQJ�DIWHU�'HFHPEHU����������� 7KH�)LQDQFLDO�
$FFRXQWLQJ�6WDQGDUGV�%RDUG�PD\�UHOHDVH�DGGLWLRQDO�LPSOHPHQWDWLRQ�JXLGDQFH�LQ�IXWXUH�SHULRGV��

:H�ZLOO�DGRSW�WKLV�VWDQGDUG�XVLQJ�WKH�IXOO�UHWURVSHFWLYH�PHWKRG�WR�SUHVHQW�DOO�SHULRGV�UHSRUWHG�RQ�D�FRQVLVWHQW�EDVLV��
8SRQ�DGRSWLRQ��UHYHQXH�IRU�VRIWZDUH�RQO\�SURGXFWV�VROG�DV�SDUW�RI�PXOWLSOH�GHOLYHUDEOH�DUUDQJHPHQWV�ZLOO�QR�ORQJHU�EH�
GHIHUUHG� ZKHQ� YHQGRU�VSHFLILF� REMHFWLYH� HYLGHQFH� RI� IDLU� YDOXH� GRHV� QRW� H[LVW� IRU� XQGHOLYHUHG� HOHPHQWV� RI� WKH�
DUUDQJHPHQW�� 7KLV�FKDQJH�ZLOO� OLNHO\�UHVXOW� LQ�HDUOLHU�UHFRJQLWLRQ�RI�UHYHQXH�� ,Q�DGGLWLRQ��ZH�H[SHFW�FHUWDLQ�RI�WKH�
&RPSDQ\µV�SURGXFW�DFFHVVRU\�VDOHV��ZKLFK�DUH�FXUUHQWO\�UHSRUWHG�RQ�D�QHW�EDVLV��WR�EH�UHSRUWHG�RQ�D�JURVV�EDVLV�DV�
D�UHVXOW�RI�DSSO\LQJ�WKH�H[SDQGHG�JXLGDQFH�LQ�WKH�QHZ�VWDQGDUG�UHODWHG�WR�SULQFLSDO�YHUVXV�DJHQW�FRQVLGHUDWLRQV�� 7KLV�
FKDQJH�ZLOO�UHVXOW�LQ�WKH�&RPSDQ\�UHSRUWLQJ�KLJKHU�UHYHQXH�DQG�KLJKHU�FRVW�RI�UHYHQXH�ZKHQ�WKHVH�VDOHV�DUH�UHSRUWHG�
RQ�D�JURVV�EDVLV��DOWKRXJK� WKH�JURVV�PDUJLQ�GROODUV�ZLOO�QRW�FKDQJH�� )XUWKHUPRUH�� IRU�DUUDQJHPHQWV� WKDW� LQFOXGH�
FXVWRPHU�VSHFLILHG�DFFHSWDQFH�FULWHULD��ZH�H[SHFW�WR�UHFRJQL]H�UHYHQXH�ZKHQ�ZH�FDQ�REMHFWLYHO\�GHWHUPLQH�WKDW�FRQWURO�
KDV�EHHQ�WUDQVIHUUHG�WR�WKH�FXVWRPHU�LQ�DFFRUGDQFH�ZLWK�WKH�DJUHHG�XSRQ�VSHFLILFDWLRQV�LQ�WKH�FRQWUDFW��ZKLFK�PD\�
RFFXU�EHIRUH�IRUPDO�FXVWRPHU�DFFHSWDQFH�� 7KLV�FKDQJH�ZLOO�SULPDULO\�LPSDFW�UHYHQXH�UHFRJQLWLRQ�IRU�DUUDQJHPHQWV�LQ�
WKH� ORJLVWLFV� LQGXVWU\�ZKHUH�FHUWDLQ�FXVWRPHU�VROXWLRQV� LQFOXGH� LQVWDOOHG� ,'�SURGXFWV�DQG�ZLOO� OLNHO\� UHVXOW� LQ�HDUOLHU�
UHFRJQLWLRQ�RI�UHYHQXH�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�LPSDFW�RI�WKH�QHZ�UHYHQXH�VWDQGDUG�LQ�WKH�&RPSDQ\µV�UHYHQXH��FRVW�RI�UHYHQXH��
DQG�JURVV�PDUJLQ�IRU�WKH�\HDUV�HQGHG�'HFHPEHU�����������������DQG�������LQ�WKRXVDQGV��

���� ���� ����

5HYHQXH�DV�UHSRUWHG � ������� � ������� � �������

$GMXVWPHQW�WR�UHYHQXH ������ ����� ������

5HYHQXH�DV�UHVWDWHG � ������� � ������� � �������

&RVW�RI�UHYHQXH�DV�UHSRUWHG � ������� � ������� � �������

$GMXVWPHQW�WR�FRVW�RI�UHYHQXH ������ ������ ������

&RVW�RI�UHYHQXH�DV�UHVWDWHG � ������� � ������� � �������

*URVV�PDUJLQ�DV�UHSRUWHG � ������� � ������� � �������

$GMXVWPHQW�WR�JURVV�PDUJLQ ����� ������� ����

*URVV�PDUJLQ�DV�UHVWDWHG � ������� � ������� � �������

*URVV�PDUJLQ�SHUFHQWDJH�DV�UHSRUWHG �� � �� � �� �

$GMXVWPHQW�WR�JURVV�PDUJLQ�SHUFHQWDJH ���� ���� ����

*URVV�PDUJLQ�SHUFHQWDJH�DV�UHVWDWHG �� � �� � �� �
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$FFRXQWLQJ�6WDQGDUGV�8SGDWH��$68������������)LQDQFLDO�,QVWUXPHQWV���5HFRJQLWLRQ�DQG�0HDVXUHPHQW�RI�)LQDQFLDO�
$VVHWV�DQG�)LQDQFLDO�/LDELOLWLHV�

$68���������SURYLGHV�JXLGDQFH�UHODWHG�WR�FHUWDLQ�DVSHFWV�RI�UHFRJQLWLRQ��PHDVXUHPHQW��SUHVHQWDWLRQ��DQG�GLVFORVXUH�
RI�ILQDQFLDO�LQVWUXPHQWV���7KH�DPHQGPHQWV�LQ�WKLV�8SGDWH�DIIHFW�DOO�HQWLWLHV�WKDW�KROG�ILQDQFLDO�DVVHWV�RU�RZH�ILQDQFLDO�
OLDELOLWLHV���7KLV�$68�UHTXLUHV�HTXLW\�LQYHVWPHQWV��H[FHSW�WKRVH�DFFRXQWHG�XQGHU�WKH�HTXLW\�PHWKRG��WR�EH�PHDVXUHG�
DW�IDLU�YDOXH�ZLWK�FKDQJHV�LQ�IDLU�YDOXH�UHFRJQL]HG�LQ�QHW�LQFRPH���+RZHYHU��DQ�HQWLW\�PD\�FKRRVH�WR�PHDVXUH�HTXLW\�
LQYHVWPHQWV�WKDW�GR�QRW�KDYH�UHDGLO\�GHWHUPLQDEOH�IDLU�YDOXHV�DW�FRVW�PLQXV�LPSDLUPHQW���7KLV$68�DOVR�HOLPLQDWHV�WKH�
UHTXLUHPHQW�IRU�SXEOLF�FRPSDQLHV�WR�GLVFORVH�WKH�PHWKRGV�DQG�VLJQLILFDQW�DVVXPSWLRQV�XVHG�WR�HVWLPDWH�WKH�IDLU�YDOXH�
IRU�ILQDQFLDO�LQVWUXPHQWV�PHDVXUHG�DW�DPRUWL]HG�FRVW�RQ�WKH�EDODQFH�VKHHW��DQG�LW�UHTXLUHV�VHSDUDWH�SUHVHQWDWLRQ�RI�
ILQDQFLDO�DVVHWV�DQG�ILQDQFLDO�OLDELOLWLHV�E\�PHDVXUHPHQW�FDWHJRU\�DQG�IRUP�RI�ILQDQFLDO�DVVHW�RQ�WKH�EDODQFH�VKHHW�RU�
WKH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�ILQDQFLDO�VWDWHPHQWV���)RU�SXEOLF�FRPSDQLHV��WKH�JXLGDQFH�LQ $68���������LV�HIIHFWLYH�
IRU�DQQXDO�SHULRGV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������DQG�LQWHULP�SHULRGV�ZLWKLQ�WKRVH�DQQXDO�SHULRGV��(DUO\�DGRSWLRQ�
LV�QRW�SHUPLWWHG�H[FHSW�IRU�FHUWDLQ�DPHQGPHQWV�LQ�WKLV�8SGDWH���0DQDJHPHQW�GRHV�QRW�H[SHFW�$68���������WR�KDYH�
D�PDWHULDO�LPSDFW�RQ�WKH�&RPSDQ\
V�ILQDQFLDO�VWDWHPHQWV�DQG�GLVFORVXUHV��

$FFRXQWLQJ�6WDQGDUGV�8SGDWH��$68������������/HDVHV�

$68���������FUHDWHV�7RSLF������/HDVHV���7KH�REMHFWLYH�RI�WKLV�8SGDWH�LV�WR�LQFUHDVH�WUDQVSDUHQF\�DQG�FRPSDUDELOLW\�
DPRQJ� RUJDQL]DWLRQV� E\� UHFRJQL]LQJ� OHDVH� DVVHWV� DQG� OHDVH� OLDELOLWLHV� RQ� WKH� EDODQFH� VKHHW�� DQG� GLVFORVLQJ� NH\�
LQIRUPDWLRQ�DERXW�OHDVLQJ�DUUDQJHPHQWV���7KLV$68�DSSOLHV�WR�DQ\�HQWLW\�WKDW�HQWHUV�LQWR�D�OHDVH��DOWKRXJK�OHVVHHV�ZLOO�
VHH�WKH�PRVW�VLJQLILFDQW�FKDQJHV���7KH�PDLQ�GLIIHUHQFH�EHWZHHQ�FXUUHQW�8�6��*$$3�DQG�7RSLF�����LV�WKH�UHFRJQLWLRQ�
RI�OHDVH�DVVHWV�DQG�OHDVH�OLDELOLWLHV�RQ�WKH�EDODQFH�VKHHW�IRU�WKRVH�OHDVHV�FODVVLILHG�DV�RSHUDWLQJ�OHDVHV�XQGHU�FXUUHQW�
8�6��*$$3���7RSLF�����GLVWLQJXLVKHV�EHWZHHQ�ILQDQFH�OHDVHV�DQG�RSHUDWLQJ�OHDVHV��ZKLFK�DUH�VXEVWDQWLDOO\�VLPLODU�WR�
WKH�FODVVLILFDWLRQ�FULWHULD�IRU�GLVWLQJXLVKLQJ�EHWZHHQ�FDSLWDO�OHDVHV�DQG�RSHUDWLQJ�OHDVHV�XQGHU�FXUUHQW�8�6��*$$3���)RU�
SXEOLF�FRPSDQLHV��WKH��JXLGDQFH�LQ�$68���������LV�HIIHFWLYH�IRU�DQQXDO�SHULRGV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������
DQG�LQWHULP�SHULRGV�ZLWKLQ�WKRVH�DQQXDO�SHULRGV�� 7KLV�$68�VKRXOG�EH�DSSOLHG�XVLQJ�D�PRGLILHG�UHWURVSHFWLYH�DSSURDFK��
0DQDJHPHQW�LV�LQ�WKH�SURFHVV�RI�HYDOXDWLQJ�WKH�LPSDFW�RI�WKLV�8SGDWH��

$FFRXQWLQJ�6WDQGDUGV�8SGDWH��$68������������)LQDQFLDO�,QVWUXPHQWV���0HDVXUHPHQW�RI�&UHGLW�/RVVHV�

$68���������DSSOLHV�WR�DOO�UHSRUWLQJ�HQWLWLHV�KROGLQJ�ILQDQFLDO�DVVHWV�WKDW�DUH�QRW�DFFRXQWHG�IRU�DW�IDLU�YDOXH�WKURXJK�
QHW�LQFRPH��GHEW�VHFXULWLHV����7KH�DPHQGPHQWV�LQ�WKLV�8SGDWH�HOLPLQDWH�WKH�SUREDEOH�LQLWLDO�UHFRJQLWLRQ�WKUHVKROG�WR�
UHFRJQL]H�D�FUHGLW�ORVV�XQGHU�FXUUHQW�8�6��*$$3�DQG��LQVWHDG��UHIOHFW�DQ�HQWLW\µV�FXUUHQW�HVWLPDWH�RI�DOO�H[SHFWHG�FUHGLW�
ORVVHV�� ,Q�DGGLWLRQ��WKLV�8SGDWH�EURDGHQV�WKH�LQIRUPDWLRQ�DQ�HQWLW\�PXVW�FRQVLGHU�LQ�GHYHORSLQJ�WKH�FUHGLW�ORVV�HVWLPDWH��
LQFOXGLQJ�WKH�XVH�RI�UHDVRQDEOH�DQG�VXSSRUWDEOH�IRUHFDVWHG�LQIRUPDWLRQ���7KH�DPHQGPHQWV�LQ�WKLV�8SGDWH�UHTXLUH�WKDW�
FUHGLW�ORVVHV�RQ�DYDLODEOH�IRU�VDOH�GHEW�VHFXULWLHV�EH�SUHVHQWHG�DV�DQ�DOORZDQFH�UDWKHU�WKDQ�DV�D�ZULWH�GRZQ�DQG�DQ�
HQWLW\�ZLOO�EH�DEOH�WR�UHFRUG�UHYHUVDOV�RI�FUHGLW�ORVVHV�LQ�FXUUHQW�SHULRG�QHW�LQFRPH���)RU�SXEOLF�FRPSDQLHV��WKH�JXLGDQFH�
LQ�$68���������LV�HIIHFWLYH�IRU�DQQXDO�SHULRGV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������DQG�LQWHULP�SHULRGV�ZLWKLQ�WKRVH�
DQQXDO�SHULRGV���7KLV�$68�VKRXOG�EH�DSSOLHG�WKURXJK�D�FXPXODWLYH�HIIHFW�DGMXVWPHQW�WR�UHWDLQHG�HDUQLQJV�DV�RI�WKH�
EHJLQQLQJ�RI�WKH�ILUVW�UHSRUWLQJ�SHULRG�LQ�ZKLFK�WKH�JXLGDQFH�LV�HIIHFWLYH���0DQDJHPHQW�GRHV�QRW�H[SHFW�$68���������
WR�KDYH�D�PDWHULDO�LPSDFW�RQ�WKH�&RPSDQ\
V�ILQDQFLDO�VWDWHPHQWV�DQG�GLVFORVXUHV�

$FFRXQWLQJ�6WDQGDUGV�8SGDWH��$68������������,QFRPH�7D[HV���,QWUD�(QWLW\�7UDQVIHUV�RI�$VVHWV�2WKHU�WKDQ�,QYHQWRU\�

$68���������DSSOLHV�WR�DOO�UHSRUWLQJ�HQWLWLHV�ZLWK�LQWUD�HQWLW\�WUDQVIHUV�RI�DVVHWV�RWKHU�WKDQ�LQYHQWRU\��7KH�DPHQGPHQWV�
LQ�WKLV�8SGDWH�DOORZ�WKH�UHFRJQLWLRQ�RI�GHIHUUHG�LQFRPH�WD[HV�IRU�DQ�LQWUD�HQWLW\�WUDQVIHU�RI�DQ�DVVHW�RWKHU�WKDQ�LQYHQWRU\�
ZKHQ�WKH�WUDQVIHU�RFFXUV��DV�RSSRVHG�WR�ZKHQ�WKH�DVVHW�KDV�EHHQ�VROG�WR�DQ�RXWVLGH�SDUW\�XQGHU�FXUUHQW�8�6��*$$3��
7ZR�FRPPRQ�H[DPSOHV�RI�DVVHWV�LQFOXGHG�LQ�WKH�VFRSH�RI�WKLV�8SGDWH�DUH�LQWHOOHFWXDO�SURSHUW\�DQG�SURSHUW\��SODQW��
DQG�HTXLSPHQW�� )RU�SXEOLF�FRPSDQLHV��WKH�DPHQGPHQWV�LQ�$68���������DUH�HIIHFWLYH�IRU�DQQXDO�UHSRUWLQJ�SHULRGV�
EHJLQQLQJ�DIWHU�'HFHPEHU�����������DQG� LQWHULP�UHSRUWLQJ�SHULRGV�ZLWKLQ� WKRVH�DQQXDO�SHULRGV�� (DUO\�DGRSWLRQ� LV�
SHUPLWWHG�IRU�DOO�HQWLWLHV�DV�RI�WKH�EHJLQQLQJ�RI�DQ�DQQXDO�UHSRUWLQJ�SHULRG�IRU�ZKLFK�ILQDQFLDO�VWDWHPHQWV��LQWHULP�RU�
DQQXDO��KDYH�QRW�EHHQ�LVVXHG�RU�PDGH�DYDLODEOH�IRU�LVVXDQFH�� 7KLV�$68�VKRXOG�EH�DSSOLHG�RQ�D�PRGLILHG�UHWURVSHFWLYH�
EDVLV�WKURXJK�D�FXPXODWLYH�HIIHFW�DGMXVWPHQW�GLUHFWO\�WR�UHWDLQHG�HDUQLQJV�DV�RI�WKH�EHJLQQLQJ�RI�WKH�SHULRG�RI�DGRSWLRQ��
0DQDJHPHQW�GRHV�QRW�H[SHFW�$68���������WR�KDYH�D�PDWHULDO�LPSDFW�RQ�WKH�&RPSDQ\
V�ILQDQFLDO�VWDWHPHQWV�DQG�
GLVFORVXUHV��

$FFRXQWLQJ�6WDQGDUGV�8SGDWH��$68������������%XVLQHVV�&RPELQDWLRQV���&ODULI\LQJ�WKH�'HILQLWLRQ�RI�D�%XVLQHVV�

$68���������DSSOLHV�WR�DOO�UHSRUWLQJ�HQWLWLHV�WKDW�PXVW�GHWHUPLQH�ZKHWKHU�WKH\�KDYH�DFTXLUHG�RU�VROG�D�EXVLQHVV�� 7KH�
DPHQGPHQWV�LQ�WKLV�8SGDWH�FODULI\�WKH�GHILQLWLRQ�RI�D�EXVLQHVV�ZLWK�WKH�REMHFWLYH�RI�DGGLQJ�JXLGDQFH�WR�DVVLVW�HQWLWLHV�
ZLWK�HYDOXDWLQJ�ZKHWKHU�WUDQVDFWLRQV�VKRXOG�EH�DFFRXQWHG�IRU�DV�DFTXLVLWLRQV��RU�GLVSRVDOV��RI�DVVHWV�RU�EXVLQHVVHV��
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)RU�SXEOLF�FRPSDQLHV�� WKH�DPHQGPHQWV� LQ�$68 ��������DUH�HIIHFWLYH IRU�DQQXDO�UHSRUWLQJ�SHULRGV�EHJLQQLQJ�DIWHU�
'HFHPEHU� ���� ������ DQG� LQWHULP� UHSRUWLQJ� SHULRGV� ZLWKLQ� WKRVH� DQQXDO� SHULRGV�� 7KLV�$68� VKRXOG� EH� DSSOLHG�
SURVSHFWLYHO\�RQ�RU�DIWHU�WKH�HIIHFWLYH�GDWH�DQG�QR�GLVFORVXUHV�DUH�UHTXLUHG�DW�WUDQVLWLRQ���(DUO\�DGRSWLRQ�LV�SHUPLWWHG�
IRU�WUDQVDFWLRQV�IRU�ZKLFK�WKH�DFTXLVLWLRQ�GDWH�RFFXUV�EHIRUH�WKH�LVVXDQFH�GDWH�RU�WKH�HIIHFWLYH�GDWH�RI�WKH�DPHQGPHQWV�
LQ� WKLV�8SGDWH�� RQO\�ZKHQ� WKH� WUDQVDFWLRQ� KDV� QRW� EHHQ� UHSRUWHG� LQ� ILQDQFLDO� VWDWHPHQWV� WKDW� KDYH� EHHQ� LVVXHG��
0DQDJHPHQW�GRHV�QRW�H[SHFW�$68���������WR�KDYH D�PDWHULDO LPSDFW�RQ�WKH &RPSDQ\
V�ILQDQFLDO VWDWHPHQWV�DQG�
GLVFORVXUHV�

$FFRXQWLQJ�6WDQGDUGV�8SGDWH��$68������������,QWDQJLEOHV���*RRGZLOO�DQG�2WKHU���6LPSOLI\LQJ�WKH�7HVW�IRU�*RRGZLOO�
,PSDLUPHQW�

$68���������DSSOLHV�WR�DOO�UHSRUWLQJ�HQWLWLHV�WKDW�KDYH�JRRGZLOO�UHSRUWHG�LQ�WKHLU�ILQDQFLDO�VWDWHPHQWV��7KH�DPHQGPHQWV�
LQ�WKLV�8SGDWH�HOLPLQDWH�6WHS���IURP�WKH�JRRGZLOO�LPSDLUPHQW�WHVW�UHGXFLQJ�WKH�FRVW�DQG�FRPSOH[LW\�RI�HYDOXDWLQJ�JRRGZLOO�
IRU�LPSDLUPHQW���,Q�FRPSXWLQJ�WKH�LPSOLHG�IDLU�YDOXH�RI�JRRGZLOO�XQGHU�6WHS����DQ�HQWLW\�KDG�WR�SHUIRUP�SURFHGXUHV�WR�
GHWHUPLQH�WKH�IDLU�YDOXH�DW�WKH�LPSDLUPHQW�GDWH�RI�LWV�DVVHWV�DQG�OLDELOLWLHV�DV�ZRXOG�EH�UHTXLUHG�LQ�D�EXVLQHVV�FRPELQDWLRQ��
,QVWHDG��XQGHU�WKH�DPHQGPHQWV�LQ�WKLV�8SGDWH��DQ�HQWLW\�VKRXOG�SHUIRUP�LWV�JRRGZLOO�LPSDLUPHQW�WHVW�E\�FRPSDULQJ�WKH�
IDLU�YDOXH�RI�D�UHSRUWLQJ�XQLW�ZLWK�LWV�FDUU\LQJ�DPRXQW�DQG�UHFRJQL]H�DQ�LPSDLUPHQW�FKDUJH�IRU�WKH�DPRXQW�E\�ZKLFK�WKH�
FDUU\LQJ�DPRXQW�H[FHHGV�WKH�UHSRUWLQJ�XQLW
V�IDLU�YDOXH���)RU�SXEOLF�FRPSDQLHV��WKH�DPHQGPHQWV�LQ�$68���������DUH�
HIIHFWLYH�IRU�WKH�DQQXDO�RU�DQ\�LQWHULP�JRRGZLOO�LPSDLUPHQW�WHVWV�IRU�UHSRUWLQJ�SHULRGV�EHJLQQLQJ�DIWHU�'HFHPEHU�����
�������7KLV $68�VKRXOG�EH�DSSOLHG�SURVSHFWLYHO\�DQG�DQ�HQWLW\�LV�UHTXLUHG�WR�GLVFORVH�WKH�QDWXUH�RI�DQG�UHDVRQ�IRU�WKH�
FKDQJH�LQ�DFFRXQWLQJ�SULQFLSOH�XSRQ�WUDQVLWLRQ���(DUO\�DGRSWLRQ�LV�SHUPLWWHG�IRU�LQWHULP�RU�DQQXDO�JRRGZLOO�LPSDLUPHQW�
WHVWV�SHUIRUPHG�RQ�WHVWLQJ�GDWHV�DIWHU�-DQXDU\�����������0DQDJHPHQW�GRHV�QRW�H[SHFW$68���������WR�KDYH�D�PDWHULDO�
LPSDFW�RQ�WKH�&RPSDQ\
V�ILQDQFLDO�VWDWHPHQWV�DQG�GLVFORVXUHV�

$FFRXQWLQJ� 6WDQGDUGV� 8SGDWH� �$68�� ��������� �5HFHLYDEOHV� �� 1RQUHIXQGDEOH� )HHV� DQG� 2WKHU� &RVWV� �� 3UHPLXP�
$PRUWL]DWLRQ�RQ�3XUFKDVHG�&DOODEOH�'HEW�6HFXULWLHV��

$68���������DSSOLHV�WR�DOO�UHSRUWLQJ�HQWLWLHV�WKDW�KROG�LQYHVWPHQWV�LQ�FDOODEOH�GHEW�VHFXULWLHV�WKDW�KDYH�DQ�DPRUWL]HG�
FRVW�EDVLV�LQ�H[FHVV�RI�WKH�DPRXQW�WKDW�LV�UHSD\DEOH�E\�WKH�LVVXHU�DW�WKH�HDUOLHVW�FDOO�GDWH��WKDW�LV��DW�D�SUHPLXP���7KH�
DPHQGPHQWV�LQ�WKLV�8SGDWH�VKRUWHQ�WKH�DPRUWL]DWLRQ�SHULRG�IRU�FHUWDLQ�FDOODEOH�GHEW�VHFXULWLHV�KHOG�DW�D�SUHPLXP��
6SHFLILFDOO\��WKH�DPHQGPHQWV�UHTXLUH�WKH�SUHPLXP�WR�EH�DPRUWL]HG�WR�WKH�HDUOLHVW�FDOO�GDWH���7KH�DPHQGPHQWV�GR�QRW�
UHTXLUH�DQ�DFFRXQWLQJ�FKDQJH�IRU�VHFXULWLHV�KHOG�DW�D�GLVFRXQW��WKH�GLVFRXQW�FRQWLQXHV�WR�EH�DPRUWL]HG�WR�PDWXULW\��
8QGHU�FXUUHQW�*$$3��SUHPLXPV�DQG�GLVFRXQWV�RQ�FDOODEOH�GHEW�VHFXULWLHV�JHQHUDOO\�DUH�DPRUWL]HG�WR�WKH�PDWXULW\�GDWH��
,I�WKDW�FDOODEOH�GHEW�VHFXULW\�LV�VXEVHTXHQWO\�FDOOHG��WKH�HQWLW\�UHFRUGV�D�ORVV�HTXDO�WR�WKH�XQDPRUWL]HG�SUHPLXP���7KH�
DPHQGPHQWV�LQ�WKLV�8SGDWH�PRUH�FORVHO\�DOLJQ�WKH�DPRUWL]DWLRQ�SHULRG�RI�SUHPLXPV�DQG�GLVFRXQWV�WR�H[SHFWDWLRQV�
LQFRUSRUDWHG�LQ�PDUNHW�SULFLQJ�RQ�WKH�XQGHUO\LQJ�VHFXULWLHV���)RU�SXEOLF�FRPSDQLHV��WKH�DPHQGPHQWV�LQ�$68���������
DUH�HIIHFWLYH�IRU�DQQXDO�SHULRGV�EHJLQQLQJ�DIWHU�'HFHPEHU����������DQG�LQWHULP�UHSRUWLQJ�SHULRGV�ZLWKLQ�DQQXDO�\HDUV�
EHJLQQLQJ�DIWHU�'HFHPEHU�����������7KLV�$68�VKRXOG�EH�DSSOLHG�RQ�D�PRGLILHG�UHWURVSHFWLYH�EDVLV�WKURXJK�D�FXPXODWLYH�
HIIHFW DGMXVWPHQW�GLUHFWO\� WR�UHWDLQHG�HDUQLQJV�DV�RI� WKH�EHJLQQLQJ�RI� WKH�SHULRG�RI�DGRSWLRQ��DQG�� LQ� WKH�SHULRG�RI�
DGRSWLRQ�� WKH�HQWLW\� LV�UHTXLUHG�WR�SURYLGH�GLVFORVXUHV�DERXW�WKH�FKDQJH�LQ�DFFRXQWLQJ�SULQFLSOH�� (DUO\�DGRSWLRQ� LV�
SHUPLWWHG�� LQFOXGLQJ�DGRSWLRQ� LQ�DQ� LQWHULP�SHULRG�� 0DQDJHPHQW� LV� LQ� WKH�SURFHVV�RI�HYDOXDWLQJ� WKH� LPSDFW�RI� WKLV�
8SGDWH��
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$FFRXQWLQJ� 6WDQGDUGV� 8SGDWH� �$68�� ��������� �&RPSHQVDWLRQ� �� 6WRFN� &RPSHQVDWLRQ� �� 6FRSH� RI� 0RGLILFDWLRQ�
$FFRXQWLQJ�

$68���������DSSOLHV�WR�DOO�UHSRUWLQJ�HQWLWLHV�WKDW�FKDQJH�WKH�WHUPV�RU�FRQGLWLRQV�RI�D�VKDUH�EDVHG�SD\PHQW�DZDUG��
&XUUHQWO\�� WKH�GHILQLWLRQ�RI� WKH�WHUP�PRGLILFDWLRQ� LV�EURDG�DQG�LWV� LQWHUSUHWDWLRQ�UHVXOWV� LQ�GLYHUVLW\� LQ�SUDFWLFH�� �7KH�
DPHQGPHQWV�LQ�WKLV�8SGDWH�SURYLGH�JXLGDQFH�DERXW�ZKLFK�FKDQJHV�WR�WKH�WHUPV�RU�FRQGLWLRQV�RI�D�VKDUH�EDVHG�SD\PHQW�
DZDUG�UHTXLUH�DQ�HQWLW\�WR�DSSO\�PRGLILFDWLRQ�DFFRXQWLQJ�LQ�7RSLF�������$Q�HQWLW\�VKRXOG�DFFRXQW�IRU�WKH�HIIHFWV�RI�D�
PRGLILFDWLRQ�XQOHVV�DOO�WKH�IROORZLQJ�DUH�PHW�����WKH�IDLU�YDOXH�RI�WKH�PRGLILHG�DZDUG�LV�WKH�VDPH�DV�WKH�IDLU�YDOXH�RI�WKH�
RULJLQDO�DZDUG�LPPHGLDWHO\�EHIRUH�WKH�RULJLQDO�DZDUG�LV�PRGLILHG�����WKH�YHVWLQJ�FRQGLWLRQV�RI�WKH�PRGLILHG�DZDUG�DUH�
WKH�VDPH�DV�WKH�YHVWLQJ�FRQGLWLRQV�RI�WKH�RULJLQDO�DZDUG�LPPHGLDWHO\�EHIRUH�WKH�RULJLQDO�DZDUG�LV�PRGLILHG��DQG����WKH�
FODVVLILFDWLRQ�RI�WKH�PRGLILHG�DZDUG�DV�DQ�HTXLW\�LQVWUXPHQW�RU�D�OLDELOLW\�LQVWUXPHQW�LV�WKH�VDPH�DV�WKH�FODVVLILFDWLRQ�RI�
WKH�RULJLQDO�DZDUG�LPPHGLDWHO\�EHIRUH�WKH�RULJLQDO�DZDUG�LV�PRGLILHG���)RU�SXEOLF�FRPSDQLHV��WKH�DPHQGPHQWV�LQ�$68�
��������DUH�HIIHFWLYH�IRU�DQQXDO�UHSRUWLQJ�SHULRGV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������DQG�LQWHULP�UHSRUWLQJ�SHULRGV�
ZLWKLQ�WKRVH�DQQXDO�SHULRGV���(DUO\�DGRSWLRQ�LV�SHUPLWWHG�LQFOXGLQJ�DGRSWLRQ�LQ�DQ�LQWHULP�SHULRG��IRU�UHSRUWLQJ�SHULRGV�
IRU�ZKLFK�ILQDQFLDO�VWDWHPHQWV�KDYH�QRW�\HW�EHHQ�LVVXHG��7KLV�$68�VKRXOG�EH�DSSOLHG�SURVSHFWLYHO\�WR�DQ�DZDUG�PRGLILHG�
RQ�RU�DIWHU�WKH�DGRSWLRQ�GDWH���0DQDJHPHQW�GRHV�QRW�H[SHFW$68���������WR�KDYH�D�PDWHULDO�LPSDFW�RQ�WKH�&RPSDQ\
V�
ILQDQFLDO�VWDWHPHQWV�DQG�GLVFORVXUHV�

$FFRXQWLQJ�6WDQGDUGV�8SGDWH��$68������������'HULYDWLYHV�DQG�+HGJLQJ���7DUJHWHG�,PSURYHPHQWV�WR�$FFRXQWLQJ�IRU�
+HGJLQJ�$FWLYLWLHV�

$68���������DSSOLHV�WR�DOO�UHSRUWLQJ�HQWLWLHV�WKDW�HOHFW�WR�DSSO\�KHGJH�DFFRXQWLQJ��7KH�KHGJH�DFFRXQWLQJ�UHTXLUHPHQWV�
XQGHU�FXUUHQW�*$$3 VRPHWLPHV�GR�QRW�SHUPLW�DQ�HQWLW\�WR�SURSHUO\�UHFRJQL]H�WKH�HFRQRPLF�UHVXOWV�RI�WKH�KHGJLQJ�
VWUDWHJ\�LQ�WKH�ILQDQFLDO�VWDWHPHQWV��DQG�WKH\�DUH�GLIILFXOW�WR�XQGHUVWDQG�DQG�LQWHUSUHW���7KH�DPHQGPHQWV�LQ�WKLV�8SGDWH�
PDNH�FHUWDLQ�WDUJHWHG�LPSURYHPHQWV�WR�VLPSOLI\�WKH�DSSOLFDWLRQ�RI�WKH�KHGJH�DFFRXQWLQJ�JXLGDQFH���$OVR��WKH\�EHWWHU�
DOLJQ�WKH�ULVN�PDQDJHPHQW�DFWLYLWLHV�DQG�ILQDQFLDO�UHSRUWLQJ�IRU�KHGJLQJ�UHODWLRQVKLSV�WKURXJK�FKDQJHV�WR�ERWK����WKH�
GHVLJQDWLRQ�DQG�PHDVXUHPHQW�JXLGDQFH�IRU�TXDOLI\LQJ�KHGJLQJ�UHODWLRQVKLSV�DQG����WKH�SUHVHQWDWLRQ�RI�KHGJH�UHVXOWV��
)RU�SXEOLF�FRPSDQLHV�� WKH�DPHQGPHQWV� LQ�$68 ��������DUH�HIIHFWLYH IRU�DQQXDO�UHSRUWLQJ�SHULRGV�EHJLQQLQJ�DIWHU�
'HFHPEHU�����������DQG�LQWHULP�UHSRUWLQJ�SHULRGV�ZLWKLQ�WKRVH�DQQXDO�SHULRGV���(DUO\�DGRSWLRQ�LV�SHUPLWWHG�LQFOXGLQJ�
DGRSWLRQ�LQDQ\�LQWHULP�SHULRGDIWHU�LVVXDQFHRI�WKH�8SGDWH��$OO�WUDQVLWLRQ�UHTXLUHPHQWV�DQGHOHFWLRQV�VKRXOG�EH�DSSOLHG�
WR�KHGJLQJ�UHODWLRQVKLSV�H[LVWLQJ�RQ�WKH�GDWH�RI�DGRSWLRQ��7KH�HQWLW\�VKRXOG�DSSO\�D�FXPXODWLYH�HIIHFW DGMXVWPHQW�UHODWHG�
WR� HOLPLQDWLQJ� WKH� VHSDUDWH�PHDVXUHPHQW� RI� LQHIIHFWLYHQHVV WR� DFFXPXODWHG� RWKHU� FRPSUHKHQVLYH� LQFRPH�ZLWK� D�
FRUUHVSRQGLQJ�DGMXVWPHQW�WR�WKH�RSHQLQJ�EDODQFH�RI�UHWDLQHG�HDUQLQJV�DV�RI�WKH�EHJLQQLQJ�RI�WKH�ILVFDO�\HDU�WKDW�DQ�
HQWLW\�DGRSWV�WKH�DPHQGPHQWV�LQ�WKLV�8SGDWH���7KH�DPHQGHG�SUHVHQWDWLRQ�DQG�GLVFORVXUH�JXLGDQFH�LV�UHTXLUHG�RQO\�
SURVSHFWLYHO\���0DQDJHPHQW�LV�LQ�WKH�SURFHVV�RI�HYDOXDWLQJ�WKH�LPSDFW�RI�WKLV�8SGDWH��
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127(�����)DLU�9DOXH�0HDVXUHPHQWV

)LQDQFLDO�$VVHWV�DQG�/LDELOLWLHV�WKDW�DUH�0HDVXUHG�DW�)DLU�9DOXH�RQ�D�5HFXUULQJ�%DVLV

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�PHDVXUHG�DW�IDLU�YDOXH�RQ�D�UHFXUULQJ�EDVLV�DV�RI�
'HFHPEHU�����������LQ�WKRXVDQGV��

4XRWHG�3ULFHV�LQ
$FWLYH�0DUNHWV
IRU�,GHQWLFDO

$VVHWV��/HYHO���

6LJQLILFDQW�2WKHU
2EVHUYDEOH

,QSXWV��/HYHO���

8QREVHUYDEOH
,QSXWV
�/HYHO���

$VVHWV�

0RQH\�PDUNHW�LQVWUXPHQWV � ����� � ± � ±

&RUSRUDWH�ERQGV ± ������� ±

7UHDVXU\�ELOOV ± ������� ±

$VVHW�EDFNHG�VHFXULWLHV ± ������� ±

6RYHUHLJQ�ERQGV ± ������ ±

$JHQF\�ERQGV ± ������ ±

0XQLFLSDO�ERQGV ± ������ ±

(FRQRPLF�KHGJH�IRUZDUG�FRQWUDFWV ± �� ±

/LDELOLWLHV�

(FRQRPLF�KHGJH�IRUZDUG�FRQWUDFWV ± �� ±

&RQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLWLHV ± ± �����

7KH�&RPSDQ\µV�PRQH\�PDUNHW�LQVWUXPHQWV�DUH�UHSRUWHG�DW�IDLU�YDOXH�EDVHG�XSRQ�WKH�GDLO\�PDUNHW�SULFH�IRU�LGHQWLFDO�
DVVHWV�LQ�DFWLYH�PDUNHWV��DQG�DUH�WKHUHIRUH�FODVVLILHG�DV�/HYHO����

7KH�&RPSDQ\µV�GHEW�VHFXULWLHV�DQG�IRUZDUG�FRQWUDFWV�DUH�UHSRUWHG�DW�IDLU�YDOXH�EDVHG�XSRQ�PRGHO�GULYHQ�YDOXDWLRQV�
LQ�ZKLFK�DOO�VLJQLILFDQW�LQSXWV�DUH�REVHUYDEOH�RU�FDQ�EH�GHULYHG�IURP�RU�FRUURERUDWHG�E\�REVHUYDEOH�PDUNHW�GDWD�IRU�
VXEVWDQWLDOO\�WKH�IXOO�WHUP�RI�WKH�DVVHW�RU�OLDELOLW\��DQG�DUH�WKHUHIRUH�FODVVLILHG�DV�/HYHO���� 0DQDJHPHQW�LV�UHVSRQVLEOH�
IRU�HVWLPDWLQJ�WKH�IDLU�YDOXH�RI�WKHVH�ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV��DQG�LQ�GRLQJ�VR��FRQVLGHUV�YDOXDWLRQV�SURYLGHG�E\�
D�ODUJH��WKLUG�SDUW\�SULFLQJ�VHUYLFH�� )RU�GHEW�VHFXULWLHV��WKLV�VHUYLFH�PDLQWDLQV�UHJXODU�FRQWDFW�ZLWK�PDUNHW�PDNHUV��
EURNHUV��GHDOHUV��DQG�DQDO\VWV�WR�JDWKHU�LQIRUPDWLRQ�RQ�PDUNHW�PRYHPHQW��GLUHFWLRQ��WUHQGV��DQG�RWKHU�VSHFLILF�GDWD��
7KH\�XVH�WKLV�LQIRUPDWLRQ�WR�VWUXFWXUH�\LHOG�FXUYHV�IRU�YDULRXV�W\SHV�RI�GHEW�VHFXULWLHV�DQG�DUULYH�DW�WKH�GDLO\�YDOXDWLRQV��
7KH�&RPSDQ\
V�IRUZDUG�FRQWUDFWV�DUH�W\SLFDOO\�WUDGHG�RU�H[HFXWHG�LQ�RYHU�WKH�FRXQWHU�PDUNHWV�ZLWK�D�KLJK�GHJUHH�RI�
SULFLQJ�WUDQVSDUHQF\��7KH�PDUNHW�SDUWLFLSDQWV�DUH�JHQHUDOO\�ODUJH�FRPPHUFLDO�EDQNV�

7KH�&RPSDQ\�GLG�QRW�UHFRUG�DQ�RWKHU�WKDQ�WHPSRUDU\�LPSDLUPHQW�RI�WKHVH�ILQDQFLDO�DVVHWV�LQ�������������RU������

7KH�&RPSDQ\
V�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLWLHV�DUH�UHSRUWHG�DW�IDLU�YDOXH�EDVHG�XSRQ�SUREDELOLW\�DGMXVWHG�SUHVHQW�
YDOXHV�RI�WKH�FRQVLGHUDWLRQ�H[SHFWHG�WR�EH�SDLG��XVLQJ�VLJQLILFDQW�LQSXWV�WKDW�DUH�QRW�REVHUYDEOH�LQ�WKH�PDUNHW��DQG�DUH�
WKHUHIRUH�FODVVLILHG�DV�/HYHO����.H\�DVVXPSWLRQV�XVHG�LQ�WKHVH�HVWLPDWHV�LQFOXGH�SUREDELOLW\�DVVHVVPHQWV�ZLWK�UHVSHFW�
WR�WKH�OLNHOLKRRG�RI�DFKLHYLQJ�FHUWDLQ�UHYHQXH�PLOHVWRQHV�� 7KH�IDLU�YDOXHV�RI�WKHVH�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLWLHV�
ZHUH�FDOFXODWHG�XVLQJ�GLVFRXQW�UDWHV�FRQVLVWHQW�ZLWK�WKH�OHYHO�RI�ULVN�RI�DFKLHYHPHQW��DQG�DUH�UHPHDVXUHG�HDFK�UHSRUWLQJ�
SHULRG�ZLWK�FKDQJHV�LQ�IDLU�YDOXH�UHFRUGHG�LQ��2WKHU�LQFRPH��H[SHQVH���RQ�WKH�&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV��



��

&2*1(;�&25325$7,21���127(6�72�&2162/,'$7('�),1$1&,$/�67$7(0(176

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�DFWLYLW\�IRU�WKH�&RPSDQ\
V�OLDELOLWLHV�PHDVXUHG�DW�IDLU�YDOXH�XVLQJ�/HYHO���LQSXWV�
�LQ�WKRXVDQGV��

%DODQFH�DV�RI�'HFHPEHU��������� � �����

3D\PHQW�RI�0DQDWHH�FRQWLQJHQW�FRQVLGHUDWLRQ �����

)DLU�YDOXH�DGMXVWPHQW�WR�0DQDWHH�FRQWLQJHQW�FRQVLGHUDWLRQ �����

&RQWLQJHQW�FRQVLGHUDWLRQ�UHVXOWLQJ�IURP�(Q6KDSH�DFTXLVLWLRQ �����

&RQWLQJHQW�FRQVLGHUDWLRQ�UHVXOWLQJ�IURP�&KLDUR�DFTXLVLWLRQ ���

%DODQFH�DV�RI�'HFHPEHU��������� �����

3D\PHQW�RI�(Q6KDSH�FRQWLQJHQW�FRQVLGHUDWLRQ �������

3D\PHQW�RI�0DQDWHH�FRQWLQJHQW�FRQVLGHUDWLRQ �����

&RQWLQJHQW�FRQVLGHUDWLRQ�UHVXOWLQJ�IURP�*9L�DFTXLVLWLRQ �����

)DLU�YDOXH�DGMXVWPHQW�WR�0DQDWHH�FRQWLQJHQW�FRQVLGHUDWLRQ �����

)DLU�YDOXH�DGMXVWPHQW�WR�&KLDUR�FRQWLQJHQW�FRQVLGHUDWLRQ ��

)DLU�YDOXH�DGMXVWPHQW�WR�*9L�FRQWLQJHQW�FRQVLGHUDWLRQ ���

)RUHLJQ�H[FKDQJH�UDWH�FKDQJHV ��

%DODQFH�DV�RI�'HFHPEHU��������� � �����

5HIHU�WR�1RWH����WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�IRU�IXUWKHU�LQIRUPDWLRQ�UHJDUGLQJ�DFTXLVLWLRQV�

1RQ�ILQDQFLDO�$VVHWV�WKDW�DUH�0HDVXUHG�DW�)DLU�9DOXH�RQ�D�1RQ�UHFXUULQJ�%DVLV

1RQ�ILQDQFLDO�DVVHWV�VXFK�DV�SURSHUW\��SODQW��DQG�HTXLSPHQW��JRRGZLOO��DQG�LQWDQJLEOH�DVVHWV�DUH�UHTXLUHG�WR�EH�PHDVXUHG�
DW�IDLU�YDOXH�RQO\�ZKHQ�DQ�LPSDLUPHQW�ORVV�LV�UHFRJQL]HG�� 7KH�&RPSDQ\�GLG�QRW�UHFRUG�DQ�LPSDLUPHQW�FKDUJH�UHODWHG�
WR�WKHVH�DVVHWV�LQ�������������RU������

127(�����&DVK��&DVK�(TXLYDOHQWV��DQG�,QYHVWPHQWV

&DVK��FDVK�HTXLYDOHQWV��DQG�LQYHVWPHQWV�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

'HFHPEHU����

���� ����

&DVK � ������ � ������

0RQH\�PDUNHW�LQVWUXPHQWV ����� �����

&DVK�DQG�FDVK�HTXLYDOHQWV ������� ������

7UHDVXU\�ELOOV ������� ������

$VVHW�EDFNHG�VHFXULWLHV ������ ������

&RUSRUDWH�ERQGV ������ �������

6RYHUHLJQ�ERQGV ������ �����

$JHQF\�ERQGV ������ �����

0XQLFLSDO�ERQGV ����� �����

(XUR�OLTXLGLW\�IXQG ± ������

6KRUW�WHUP�LQYHVWPHQWV ������� �������

&RUSRUDWH�ERQGV ������� �������

$VVHW�EDFNHG�VHFXULWLHV ������ ������

7UHDVXU\�ELOOV ������ ������

$JHQF\�ERQGV ������ ������

6RYHUHLJQ�ERQGV ������ ������

0XQLFLSDO�ERQGV ����� �����

/RQJ�WHUP�LQYHVWPHQWV ������� �������

� ������� � �������
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7KH� &RPSDQ\µV� FDVK� EDODQFH� LQFOXGHG� IRUHLJQ� EDQN� EDODQFHV� WRWDOLQJ� ������������ DQG� ������������ DV� RI�
'HFHPEHU����������DQG�������UHVSHFWLYHO\�

7UHDVXU\ELOOV�FRQVLVW�RI�GHEW�VHFXULWLHV�LVVXHG�E\�WKH�8�6��JRYHUQPHQW��DVVHW�EDFNHG�VHFXULWLHV�FRQVLVW�RI�GHEW�VHFXULWLHV�
FROODWHUDOL]HG�E\�SRROV�RI�UHFHLYDEOHV�RU�ORDQV�ZLWK�FUHGLW�HQKDQFHPHQW��FRUSRUDWH�ERQGV�FRQVLVW�RI�GHEW�VHFXULWLHV�
LVVXHG�E\�ERWK�GRPHVWLF�DQG�IRUHLJQ�FRPSDQLHV��VRYHUHLJQ�ERQGV�FRQVLVW�RI�GLUHFW�GHEW�LVVXHG�E\�IRUHLJQ�JRYHUQPHQWV��
DJHQF\� ERQGV� FRQVLVW� RI� GRPHVWLF� RU� IRUHLJQ� REOLJDWLRQV� RI� JRYHUQPHQW� DJHQFLHV� DQG� JRYHUQPHQW�VSRQVRUHG�
HQWHUSULVHV� WKDW� KDYH� JRYHUQPHQW� EDFNLQJ��PXQLFLSDO� ERQGV� FRQVLVW� RI� GHEW� VHFXULWLHV� LVVXHG� E\� VWDWH� DQG� ORFDO�
JRYHUQPHQW�HQWLWLHV��DQG�WKH�(XUR�OLTXLGLW\�IXQG�LQYHVWV�LQ�D�SRUWIROLR�RI�LQYHVWPHQW�JUDGH�ERQGV���7KH�(XUR�OLTXLGLW\�
IXQG�LV�GHQRPLQDWHG�LQ�(XURV��DQG�WKH�UHPDLQLQJ�VHFXULWLHV�DUH�GHQRPLQDWHG�LQ�8�6��'ROODUV�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�&RPSDQ\µV�DYDLODEOH�IRU�VDOH�LQYHVWPHQWV�DV�RI�'HFHPEHU�����������LQ�WKRXVDQGV��

$PRUWL]HG
&RVW

*URVV
8QUHDOL]HG
*DLQV

*URVV
8QUHDOL]HG
/RVVHV )DLU�9DOXH

6KRUW�WHUP�

7UHDVXU\�ELOOV � ������� � ± � ����� � �������

$VVHW�EDFNHG�VHFXULWLHV ������ � ���� ������

&RUSRUDWH�ERQGV ������ �� ���� ������

6RYHUHLJQ�ERQGV ������ � ���� ������

$JHQF\�ERQGV ������ � ± ������

0XQLFLSDO�ERQGV ����� ± ± �����

/RQJ�WHUP�

&RUSRUDWH�ERQGV ������� ��� ����� �������

$VVHW�EDFNHG�VHFXULWLHV ������ �� ����� ������

7UHDVXU\�ELOOV ������ ± ����� ������

$JHQF\�ERQGV ������ �� ��� ������

6RYHUHLJQ�ERQGV ������ �� ���� ������

0XQLFLSDO�ERQGV ����� ± ���� �����

� ������� � ����� � ������� � �������

7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� WKH� &RPSDQ\µV� JURVV� XQUHDOL]HG� ORVVHV� DQG� IDLU� YDOXHV� IRU� DYDLODEOH�IRU�VDOH�
LQYHVWPHQWV�LQ�DQ�XQUHDOL]HG�ORVV�SRVLWLRQ�DV�RI�'HFHPEHU��������� �LQ�WKRXVDQGV��

8QUHDOL]HG�/RVV
3RVLWLRQ�)RU�/HVV�WKDQ

���0RQWKV

8QUHDOL]HG�/RVV
3RVLWLRQ�)RU�*UHDWHU�WKDQ

���0RQWKV 7RWDO

)DLU�9DOXH
8QUHDOL]HG
/RVVHV )DLU�9DOXH

8QUHDOL]HG
/RVVHV )DLU�9DOXH

8QUHDOL]HG
/RVVHV

7UHDVXU\�ELOOV � ������� � ����� � ������ � ���� � ������� � �����

&RUSRUDWH�ERQGV ������� ����� ������ ����� ������� �����

$VVHW�EDFNHG�VHFXULWLHV ������ ����� ����� ��� ������ �����

6RYHUHLJQ�ERQGV ����� ��� ������ ���� ������ ����

$JHQF\�%RQGV ����� ��� ± ± ����� ���

0XQLFLSDO�ERQGV ����� ���� ± ± ����� ����

� ������� � ����� � ������ � ����� � ������� � �������

$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�GLG�QRW�UHFRJQL]H�DQ\�RWKHU�WKDQ�WHPSRUDU\�LPSDLUPHQW�RI�WKHVH�LQYHVWPHQWV��
,Q�LWV�HYDOXDWLRQ��PDQDJHPHQW�FRQVLGHUHG�WKH�W\SH�RI�VHFXULW\��WKH�FUHGLW�UDWLQJ�RI�WKH�VHFXULW\��WKH�OHQJWK�RI�WLPH�WKH�
VHFXULW\�KDV�EHHQ�LQ�D�ORVV�SRVLWLRQ��WKH�VL]H�RI�WKH�ORVV�SRVLWLRQ��RXU�LQWHQW�DQG�DELOLW\�WR�KROG�WKH�VHFXULW\�WR�H[SHFWHG�
UHFRYHU\�RI�YDOXH��DQG�RWKHU�PHDQLQJIXO�LQIRUPDWLRQ��7KH�&RPSDQ\�GRHV�QRW�LQWHQG�WR�VHOO��DQG�LV�XQOLNHO\�WR�EH�UHTXLUHG�
WR�VHOO��DQ\�RI�WKHVH�DYDLODEOH�IRU�VDOH�LQYHVWPHQWV�EHIRUH�LWV�HIIHFWLYH�PDWXULW\�RU�PDUNHW�SULFH�UHFRYHU\�

7KH�&RPSDQ\�UHFRUGHG�JURVV�UHDOL]HG�JDLQV�RQ�WKH�VDOH�RI�GHEW�VHFXULWLHV�WRWDOLQJ��������� LQ��������������� LQ�
������DQG��������� LQ�������DQG�JURVV�UHDOL]HG�ORVVHV�RQ�WKH�VDOH�RI�GHEW�VHFXULWLHV�WRWDOLQJ��������� LQ���������������
LQ�������DQG��������� LQ������� 7KHVH�JDLQV�DQG�ORVVHV�DUH�LQFOXGHG�LQ��,QYHVWPHQW�LQFRPH��RQ�WKH�&RQVROLGDWHG�
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6WDWHPHQW�RI�2SHUDWLRQV���3ULRU�WR�WKH�VDOH�RI�WKHVH�VHFXULWLHV��XQUHDOL]HG�JDLQV�DQG�ORVVHV�IRU�WKHVH�GHEW�VHFXULWLHV��
QHW�RI�WD[��DUH�UHFRUGHG�LQ�VKDUHKROGHUVµ�HTXLW\�DV�RWKHU�FRPSUHKHQVLYH�LQFRPH��ORVV���

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�HIIHFWLYH�PDWXULW\�GDWHV�RI�WKH�&RPSDQ\µV�DYDLODEOH�IRU�VDOH�LQYHVWPHQWV�DV�RI�
'HFHPEHU�����������LQ�WKRXVDQGV��

���<HDU ����<HDUV ����<HDUV ����<HDUV ����<HDUV ����<HDUV 7RWDO

&RUSRUDWH�ERQGV � ������ � ������� � ������ � ������ � ������ � ����� � �������

7UHDVXU\�ELOOV ������� ������ ± ± ± ± �������

$VVHW�EDFNHG�VHFXULWLHV ������ ������ ������ ����� ����� ����� �������

6RYHUHLJQ�ERQGV ������ ����� ����� ± ± ± ������

$JHQF\�ERQGV ������ ����� ± ± ����� ± ������

0XQLFLSDO�ERQGV ����� ����� ����� ± ± ± ������

� ������� � ������� �������� � ������ � ������ � ������ � �������

127(�����,QYHQWRULHV

,QYHQWRULHV�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

'HFHPEHU����

���� ����

5DZ�PDWHULDOV � ������ � ������

:RUN�LQ�SURFHVV ����� �����

)LQLVKHG�JRRGV ������ �����

� ������ � ������

127(�����3URSHUW\��3ODQW��DQG�(TXLSPHQW

3URSHUW\��SODQW��DQG�HTXLSPHQW�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

'HFHPEHU����

���� ����

/DQG � ����� � �����

%XLOGLQJV ������ ������

%XLOGLQJ�LPSURYHPHQWV ������ ������

/HDVHKROG�LPSURYHPHQWV ����� �����

&RPSXWHU�KDUGZDUH�DQG�VRIWZDUH ������ ������

0DQXIDFWXULQJ�WHVW�HTXLSPHQW ������ ������

)XUQLWXUH�DQG�IL[WXUHV ����� �����

������� �������

/HVV��DFFXPXODWHG�GHSUHFLDWLRQ �������� ��������

� ������ � ������

7KH�FRVW�RI�SURSHUW\��SODQW��DQG�HTXLSPHQW�WRWDOLQJ����������� DQG����������� ZDV�UHPRYHG�IURP�ERWK�WKH�DVVHW�DQG�
DFFXPXODWHG� GHSUHFLDWLRQ� EDODQFHV� LQ� ���� DQG� ������ UHVSHFWLYHO\�� *DLQV� DQG� ORVVHV� RQ� WKHVH� GLVSRVDOV�ZHUH�
LPPDWHULDO�LQ�ERWK�SHULRGV�

%XLOGLQJV�LQFOXGH�UHQWDO�SURSHUW\�ZLWK�D�FRVW�EDVLV�RI����������� DV�RI�'HFHPEHU��������� DQG�������DQG�DFFXPXODWHG�
GHSUHFLDWLRQ�RI����������� DQG����������� DV�RI�'HFHPEHU��������� DQG�������UHVSHFWLYHO\�



��

$PRXQW

&2*1(;�&25325$7,21���127(6�72�&2162/,'$7('�),1$1&,$/�67$7(0(176

127(�����*RRGZLOO

7KH�FKDQJHV�LQ�WKH�FDUU\LQJ�YDOXH�RI�JRRGZLOO�ZHUH�DV�IROORZV��LQ�WKRXVDQGV��

%DODQFH�DV�RI�'HFHPEHU��������� � ������

$FTXLVLWLRQ�RI�$46HQVH��6�/� �����

$FTXLVLWLRQ�RI�(Q6KDSH�*PE+ �����

$FTXLVLWLRQ�RI�&KLDUR�7HFKQRORJLHV�//& �����

$FTXLVLWLRQ�RI�:HEVFDQ��,QF� ���

%DODQFH�DV�RI�'HFHPEHU��������� ������

$FTXLVLWLRQ�RI�9L'L�6\VWHPV��6�$� ������

$FTXLVLWLRQ�RI�*9L�9HQWXUHV��,QF� �����

$GMXVWPHQW�WR�(Q6KDSH�JRRGZLOO �������

%DODQFH�DV�RI�'HFHPEHU��������� � �������

5HIHU�WR�1RWH����WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�IRU�IXUWKHU�LQIRUPDWLRQ�UHJDUGLQJ�DFTXLVLWLRQV��

)RU�LWV����� DQDO\VLV�RI�JRRGZLOO��PDQDJHPHQW�HOHFWHG�WR�SHUIRUP�D�TXDOLWDWLYH�DVVHVVPHQW��FRPPRQO\�NQRZQ�DV�²VWHS�
]HUR³��� %DVHG�XSRQ�WKLV�DVVHVVPHQW��PDQDJHPHQW�GRHV�QRW�EHOLHYH�WKDW�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�WKH�FDUU\LQJ�
YDOXH�RI�WKH�UHSRUWLQJ�XQLW�H[FHHGV�LWV�IDLU�YDOXH�� )DFWRUV�WKDW�PDQDJHPHQW�FRQVLGHUHG�LQ�WKH�TXDOLWDWLYH�DVVHVVPHQW�
LQFOXGH�PDFURHFRQRPLF�FRQGLWLRQV��LQGXVWU\�DQG�PDUNHW�FRQVLGHUDWLRQV��RYHUDOO�ILQDQFLDO�SHUIRUPDQFH��ERWK�FXUUHQW�
DQG�SURMHFWHG���FKDQJHV�LQ�PDQDJHPHQW�RU�VWUDWHJ\��FKDQJHV�LQ�WKH�FRPSRVLWLRQ�RU�FDUU\LQJ�DPRXQW�RI�QHW�DVVHWV��DQG�
PDUNHW�FDSLWDOL]DWLRQ��$V�RI�'HFHPEHU�����������PDQDJHPHQW�GRHV�QRW�EHOLHYH�DQ\�TXDOLWDWLYH�IDFWRUV�H[LVW�WKDW�ZRXOG�
FKDQJH�WKH�FRQFOXVLRQ�RI�LWV�DVVHVVPHQW�

127(�����,QWDQJLEOH�$VVHWV

$PRUWL]HG�LQWDQJLEOH�DVVHWV�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

*URVV
&DUU\LQJ
9DOXH

$FFXPXODWHG
$PRUWL]DWLRQ

1HW
&DUU\LQJ
9DOXH

'LVWULEXWLRQ�QHWZRUNV � ������ � ������ � ±

&RPSOHWHG�WHFKQRORJLHV ������ ����� �����

&XVWRPHU�UHODWLRQVKLSV ����� ����� �����

1RQ�FRPSHWH�DJUHHPHQWV ��� �� ���

%DODQFH�DV�RI�'HFHPEHU��������� � ������ � ������ � ������

*URVV
&DUU\LQJ
9DOXH

$FFXPXODWHG
$PRUWL]DWLRQ

1HW
&DUU\LQJ
9DOXH

'LVWULEXWLRQ�QHWZRUNV � ������ � ������ � ���

&RPSOHWHG�WHFKQRORJLHV ����� ����� �����

&XVWRPHU�UHODWLRQVKLSV ����� ����� �����

%DODQFH�DV�RI�'HFHPEHU��������� � ������ � ������ � �����

(VWLPDWHG�DPRUWL]DWLRQ�H[SHQVH�IRU�HDFK�RI�WKH�ILYH�VXFFHHGLQJ�ILVFDO�\HDUV�DQG�WKHUHDIWHU�LV�DV�IROORZV��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU���� $PRXQW

���� � �����

���� �����

���� �����

���� �����

���� �����

7KHUHDIWHU �����

� ������
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127(�����$FFUXHG�([SHQVHV

$FFUXHG�H[SHQVHV�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

'HFHPEHU����

���� ����

&RPSDQ\�ERQXVHV � ������ � ������

6DODULHV��FRPPLVVLRQV��DQG�SD\UROO�WD[HV ����� �����

$FTXLVLWLRQ�GHIHUUHG�DQG�FRQWLQJHQW�OLDELOLWLHV ����� �����

9DFDWLRQ ����� �����

:DUUDQW\�REOLJDWLRQV ����� �����

)RUHLJQ�UHWLUHPHQW�REOLJDWLRQV ����� �����

2WKHU ������ �����

� ������ � ������

7KH�FKDQJHV�LQ�WKH�ZDUUDQW\�REOLJDWLRQ�ZHUH�DV�IROORZV��LQ�WKRXVDQGV��

%DODQFH�DV�RI�'HFHPEHU��������� � �����

3URYLVLRQV�IRU�ZDUUDQWLHV�LVVXHG�GXULQJ�WKH�SHULRG �����

)XOILOOPHQW�RI�ZDUUDQW\�REOLJDWLRQV �������

)RUHLJQ�H[FKDQJH�UDWH�FKDQJHV �����

%DODQFH�DV�RI�'HFHPEHU��������� �����

3URYLVLRQV�IRU�ZDUUDQWLHV�LVVXHG�GXULQJ�WKH�SHULRG �����

)XOILOOPHQW�RI�ZDUUDQW\�REOLJDWLRQV �������

)RUHLJQ�H[FKDQJH�UDWH�FKDQJHV ���

%DODQFH�DV�RI�'HFHPEHU��������� � �����

127(������&RPPLWPHQWV�DQG�&RQWLQJHQFLHV

&RPPLWPHQWV

$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�KDG�RXWVWDQGLQJ�SXUFKDVH�RUGHUV�WRWDOLQJ����������� WR�SXUFKDVH�LQYHQWRU\�
IURP�YDULRXV�YHQGRUV�� &HUWDLQ�RI�WKHVH�SXUFKDVH�RUGHUV�PD\�EH�FDQFHOHG�E\�WKH�&RPSDQ\��VXEMHFW�WR�FDQFHOODWLRQ�
SHQDOWLHV�� 7KHVH�SXUFKDVH�FRPPLWPHQWV�UHODWH�WR�H[SHFWHG�VDOHV�LQ������

7KH�&RPSDQ\�FRQGXFWV�FHUWDLQ�RI�LWV�RSHUDWLRQV�LQ�OHDVHG�IDFLOLWLHV�� 7KHVH�OHDVH�DJUHHPHQWV�H[SLUH�DW�YDULRXV�GDWHV�
WKURXJK������DQG�DUH�DFFRXQWHG�IRU�DV�RSHUDWLQJ�OHDVHV�� &HUWDLQ�RI�WKHVH�OHDVHV�FRQWDLQ�UHQHZDO�RSWLRQV��UHWLUHPHQW�
REOLJDWLRQV��HVFDODWLRQ�FODXVHV��UHQW�KROLGD\V��DQG�OHDVHKROG�LPSURYHPHQW�LQFHQWLYHV�� $QQXDO�UHQWDO�H[SHQVH�WRWDOHG�
���������� LQ����������������� LQ�������DQG����������� LQ�������

)XWXUH�PLQLPXP�UHQWDO�SD\PHQWV�XQGHU�WKHVH�DJUHHPHQWV�DUH�DV�IROORZV��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU���� $PRXQW

���� � �����

���� �����

���� �����

���� �����

���� �����

7KHUHDIWHU ���

� ������
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7KH�&RPSDQ\�RZQV�EXLOGLQJV�DGMDFHQW�WR�LWV�FRUSRUDWH�KHDGTXDUWHUV�WKDW�DUH�SDUWLDOO\�RFFXSLHG�ZLWK�WHQDQWV�ZKR�KDYH�
OHDVH� DJUHHPHQWV� WKDW� H[SLUH� DW� YDULRXV� GDWHV� WKURXJK� ������ �$QQXDO UHQWDO� LQFRPH� WRWDOHG� ����������� LQ� ������
���������� LQ�������DQG������������LQ������� 5HQWDO�LQFRPH�DQG�UHODWHG�H[SHQVHV�DUH�LQFOXGHG�LQ�²2WKHU�LQFRPH�
�H[SHQVH�³�RQ�WKH�&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV�� )XWXUH�PLQLPXP�UHQWDO�UHFHLSWV�XQGHU�QRQ�FDQFHODEOH�
OHDVH�DJUHHPHQWV�DUH�DV�IROORZV��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU���� $PRXQW

���� � ���

���� ���

���� ���

���� ���

���� ���

7KHUHDIWHU ±

� �����

&RQWLQJHQFLHV

9DULRXV�FODLPV�DQG�OHJDO�SURFHHGLQJV�JHQHUDOO\�LQFLGHQWDO�WR�WKH�QRUPDO�FRXUVH�RI�EXVLQHVV�DUH�SHQGLQJ�RU�WKUHDWHQHG�
RQ�EHKDOI�RI�RU�DJDLQVW�WKH�&RPSDQ\�� :KLOH�ZH�FDQQRW�SUHGLFW�WKH�RXWFRPH�RI�WKHVH�PDWWHUV��ZH�EHOLHYH�WKDW�DQ\�
OLDELOLW\�DULVLQJ�IURP�WKHP�ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�ILQDQFLDO�SRVLWLRQ��OLTXLGLW\��RU�UHVXOWV�RI�RSHUDWLRQV�

127(������,QGHPQLILFDWLRQ�3URYLVLRQV

([FHSW�DV�OLPLWHG�E\�0DVVDFKXVHWWV�ODZ��WKH�E\�ODZV�RI�WKH�&RPSDQ\�UHTXLUH�LW�WR�LQGHPQLI\�FHUWDLQ�FXUUHQW�RU�IRUPHU�
GLUHFWRUV�� RIILFHUV�� DQG� HPSOR\HHV� RI� WKH� &RPSDQ\� DJDLQVW� H[SHQVHV� LQFXUUHG� E\� WKHP� LQ� FRQQHFWLRQ� ZLWK� HDFK�
SURFHHGLQJ�LQ�ZKLFK�KH�RU�VKH�LV�LQYROYHG�DV�D�UHVXOW�RI�VHUYLQJ�RU�KDYLQJ�VHUYHG�LQ�FHUWDLQ�FDSDFLWLHV��,QGHPQLILFDWLRQ�
LV�QRW�DYDLODEOH�ZLWK�UHVSHFW�WR�D�SURFHHGLQJ�DV�WR�ZKLFK�LW�KDV�EHHQ�DGMXGLFDWHG�WKDW�WKH�SHUVRQ�GLG�QRW�DFW�LQ�JRRG�
IDLWK�LQ�WKH�UHDVRQDEOH�EHOLHI�WKDW�WKH�DFWLRQ�ZDV�LQ�WKH�EHVW�LQWHUHVWV�RI�WKH�&RPSDQ\�� 7KH�PD[LPXP�SRWHQWLDO�DPRXQW�
RI�IXWXUH�SD\PHQWV�WKH�&RPSDQ\�FRXOG�EH�UHTXLUHG�WR�PDNH�XQGHU�WKHVH�SURYLVLRQV�LV�XQOLPLWHG�� 7KH�&RPSDQ\�KDV�
QHYHU�LQFXUUHG�VLJQLILFDQW�FRVWV�UHODWHG�WR�WKHVH�LQGHPQLILFDWLRQ�SURYLVLRQV�� $V�D�UHVXOW��WKH�&RPSDQ\�EHOLHYHV�WKH�
HVWLPDWHG�IDLU�YDOXH�RI�WKHVH�SURYLVLRQV�LV�QRW�PDWHULDO�

,Q�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��WKH�&RPSDQ\�PD\�DFFHSW�VWDQGDUG�OLPLWHG�LQGHPQLILFDWLRQ�SURYLVLRQV�LQ�FRQQHFWLRQ�
ZLWK�WKH�VDOH�RI�LWV�SURGXFWV��ZKHUHE\�LW�LQGHPQLILHV�LWV�FXVWRPHUV�IRU�FHUWDLQ�GLUHFW�GDPDJHV�LQFXUUHG�LQ�FRQQHFWLRQ�
ZLWK� WKLUG�SDUW\�SDWHQW�RU�RWKHU� LQWHOOHFWXDO�SURSHUW\� LQIULQJHPHQW�FODLPV�ZLWK� UHVSHFW� WR� WKH�XVH�RI� WKH�&RPSDQ\µV�
SURGXFWV�� 7KH�PD[LPXP�SRWHQWLDO�DPRXQW�RI�IXWXUH�SD\PHQWV�WKH�&RPSDQ\�FRXOG�EH�UHTXLUHG�WR�PDNH�XQGHU�WKHVH�
SURYLVLRQV�LV�JHQHUDOO\�VXEMHFW�WR�IL[HG�PRQHWDU\�OLPLWV�� 7KH�&RPSDQ\�KDV�QHYHU�LQFXUUHG�VLJQLILFDQW�FRVWV�WR�GHIHQG�
ODZVXLWV�RU�VHWWOH�FODLPV�UHODWHG�WR�WKHVH�LQGHPQLILFDWLRQ�SURYLVLRQV��$V�D�UHVXOW��WKH�&RPSDQ\�EHOLHYHV�WKH�HVWLPDWHG�
IDLU�YDOXH�RI�WKHVH�SURYLVLRQV�LV�QRW�PDWHULDO�

,Q�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��WKH�&RPSDQ\�DOVR�DFFHSWV�OLPLWHG�LQGHPQLILFDWLRQ�SURYLVLRQV�IURP�WLPH�WR�WLPH��
ZKHUHE\�LW�LQGHPQLILHV�FXVWRPHUV�IRU�FHUWDLQ�GLUHFW�GDPDJHV�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�ERGLO\�LQMXU\�DQG�SURSHUW\�
GDPDJH�DULVLQJ�IURP�WKH�XVH�RI�WKH�&RPSDQ\µV�SURGXFWV�� 7KH�PD[LPXP�SRWHQWLDO�DPRXQW�RI�IXWXUH�SD\PHQWV�WKH�
&RPSDQ\�FRXOG�EH�UHTXLUHG�WR�PDNH�XQGHU�WKHVH�SURYLVLRQV�LV�JHQHUDOO\�OLPLWHG�DQG�LV�OLNHO\�UHFRYHUDEOH�XQGHU�WKH�
&RPSDQ\µV�LQVXUDQFH�SROLFLHV��$V�D�UHVXOW�RI�WKLV�FRYHUDJH��DQG�WKH�IDFW�WKDW�WKH�&RPSDQ\�KDV�QHYHU�LQFXUUHG�VLJQLILFDQW�
FRVWV�WR�GHIHQG�ODZVXLWV�RU�VHWWOH�FODLPV�UHODWHG�WR�WKHVH�LQGHPQLILFDWLRQ�SURYLVLRQV��WKH�&RPSDQ\�EHOLHYHV�WKH�HVWLPDWHG�
IDLU�YDOXH�RI�WKHVH�SURYLVLRQV�LV�QRW�PDWHULDO�

8QGHU�WKH�WHUPV�RI�WKH�&RPSDQ\µV�VDOH�RI�LWV�6XUIDFH�,QVSHFWLRQ�6\VWHPV�'LYLVLRQ��6,6'��WR�$0(7(.��,QF���WKH�&RPSDQ\�
KDV�DJUHHG�WR�UHWDLQ�FHUWDLQ�OLDELOLWLHV�LQ�FRQQHFWLRQ�ZLWK�LWV�EXVLQHVV�GHDOLQJV�RFFXUULQJ�SULRU�WR�WKH�WUDQVDFWLRQ�FORVLQJ�
GDWH�RI�-XO\����������DQG�WR�LQGHPQLI\�$0(7(.��,QF��LQ�FRQQHFWLRQ�ZLWK�WKHVH�UHWDLQHG�OLDELOLWLHV�DQG�IRU�DQ\�EUHDFK�RI�
WKH�UHSUHVHQWDWLRQV�DQG�ZDUUDQWLHV�PDGH�E\�WKH�&RPSDQ\�WR�$0(7(.��,QF��LQ�FRQQHFWLRQ�ZLWK�WKH�VDOH�DJUHHPHQW�
LWVHOI��DV�LV�XVXDO�DQG�FXVWRPDU\�LQ�VXFK�WUDQVDFWLRQV�� $ ELQGLQJ�DUELWUDWLRQ�ZDV�FRQFOXGHG�LQ������ZLWK�UHVSHFW�WR�
FHUWDLQ�SURGXFW�SHUIRUPDQFH�FODLPV�PDGH�E\�DQ�6,6'�FXVWRPHU��IRU�ZKLFK�WKH�&RPSDQ\�UHPDLQHG�UHVSRQVLEOH�XQGHU�
WKH�LQGHPQLW\�SURYLVLRQV�RI�WKH�VDOH�WUDQVDFWLRQ�� ,Q�WKDW�SURFHHGLQJ��WKH�WULEXQDO�RUGHUHG�WKH�&RPSDQ\�WR�SD\�WKH�
FXVWRPHU�DSSUR[LPDWHO\�����������SULPDULO\�UHSUHVHQWLQJ�D�UHIXQG�RI�WKH�SURGXFW�SXUFKDVH�SULFH�� 7KH�WULEXQDO�DOVR�
RUGHUHG�WKH�FXVWRPHU�WR�SD\�WKH�&RPSDQ\�DSSUR[LPDWHO\����������SULPDULO\�UHSUHVHQWLQJ�UHLPEXUVHPHQW�RI�OHJDO�IHHV��
7KH�QHW�VHWWOHPHQW�RI��������� ZDV�UHFRUGHG�LQ�GLVFRQWLQXHG�RSHUDWLRQV�LQ������
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127(������'HULYDWLYH�,QVWUXPHQWV

7KH�&RPSDQ\µV�IRUHLJQ�FXUUHQF\�ULVN�PDQDJHPHQW�VWUDWHJ\�LV�SULQFLSDOO\�GHVLJQHG�WR�PLWLJDWH�WKH�SRWHQWLDO�ILQDQFLDO�
LPSDFW�RI�FKDQJHV�LQ�WKH�YDOXH�RI�WUDQVDFWLRQV�DQG�EDODQFHV�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�UHVXOWLQJ�IURP�FKDQJHV�
LQ�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWHV���7KH�&RPSDQ\�HQWHUV�LQWR�WZR�W\SHV�RI�KHGJHV�WR�PDQDJH�WKLV�ULVN���7KH�ILUVW�DUH�
HFRQRPLF�KHGJHV�ZKLFK�XWLOL]H� IRUHLJQ�FXUUHQF\�IRUZDUG�FRQWUDFWV�ZLWK�PDWXULWLHV�RI�XS�WR����GD\V�WR�PDQDJH�WKH�
H[SRVXUH�WR�IOXFWXDWLRQV�LQ�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWHV�DULVLQJ�SULPDULO\�IURP�IRUHLJQ�GHQRPLQDWHG�UHFHLYDEOHV�
DQG�SD\DEOHV���7KH�JDLQV�DQG�ORVVHV�RQ�WKHVH�GHULYDWLYHV�DUH�LQWHQGHG�WR�EH�RIIVHW�E\�WKH�FKDQJHV�LQ�WKH�IDLU�YDOXH�RI�
WKH�DVVHWV�DQG�OLDELOLWLHV�EHLQJ�KHGJHG�� 7KHVH�HFRQRPLF�KHGJHV�DUH�QRW�GHVLJQDWHG�DV�KHGJLQJ�LQVWUXPHQWV�IRU�KHGJH�
DFFRXQWLQJ�WUHDWPHQW��7KH�VHFRQG�DUH�FDVK�IORZ�KHGJHV�ZKLFK�XWLOL]H�IRUHLJQ�FXUUHQF\�IRUZDUG�FRQWUDFWV�ZLWK�PDWXULWLHV�
RI�XS�WR����PRQWKV�WR�KHGJH�VSHFLILF�IRUHFDVWHG�WUDQVDFWLRQV�RI�WKH�&RPSDQ\
V�IRUHLJQ�VXEVLGLDULHV�ZLWK�WKH�JRDO�RI�
SURWHFWLQJ�RXU�EXGJHWHG�UHYHQXHV�DQG�H[SHQVHV�DJDLQVW�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�FKDQJHV�FRPSDUHG�WR�RXU�
EXGJHWHG�UDWHV���7KHVH�FDVK�IORZ�KHGJHV�DUH�GHVLJQDWHG�DV�KHGJLQJ�LQVWUXPHQWV�IRU�KHGJH�DFFRXQWLQJ�WUHDWPHQW�

7KH�&RPSDQ\�KDG�WKH�IROORZLQJ�RXWVWDQGLQJ�IRUZDUG�FRQWUDFWV��LQ�WKRXVDQGV���

'HFHPEHU��������� 'HFHPEHU���������

&XUUHQF\
1RWLRQDO

9DOXH
86'

(TXLYDOHQW
1RWLRQDO

9DOXH
86'

(TXLYDOHQW

'HULYDWLYHV�'HVLJQDWHG�DV�+HGJLQJ�,QVWUXPHQWV�

-DSDQHVH�<HQ ± � ± ������� � �����

+XQJDULDQ�)RULQW ± ± ������ ���

6LQJDSRUH�'ROODU ± ± ��� ��

'HULYDWLYHV�1RW�'HVLJQDWHG�DV�+HGJLQJ�,QVWUXPHQWV�

-DSDQHVH�<HQ ������� � ����� ������� � �����

%ULWLVK�3RXQG ����� ����� ����� �����

.RUHDQ�:RQ ��������� ����� ��������� �����

+XQJDULDQ�)RULQW ������� ����� ������� �����

6LQJDSRUH�'ROODU ± ± ����� ���

7DLZDQHVH�'ROODU ������ ����� ������ ���

6ZLVV�)UDQF ����� ����� ± ±

,QIRUPDWLRQ�UHJDUGLQJ�WKH�IDLU�YDOXH�RI�WKH�RXWVWDQGLQJ�IRUZDUG�FRQWUDFWV�ZDV�DV�IROORZV��LQ�WKRXVDQGV��

$VVHW�'HULYDWLYHV /LDELOLW\�'HULYDWLYHV
%DODQFH
6KHHW

/RFDWLRQ�����

)DLU�9DOXH %DODQFH
6KHHW

/RFDWLRQ�����

)DLU�9DOXH
'HFHPEHU����

����
'HFHPEHU����

����
'HFHPEHU����

����
'HFHPEHU����

����

'HULYDWLYHV�'HVLJQDWHG�DV�+HGJLQJ�,QVWUXPHQWV�

&DVK�IORZ�KHGJH
IRUZDUG�FRQWUDFWV

3UHSDLG
H[SHQVHV�DQG
RWKHU�FXUUHQW
DVVHWV � ± � ��

$FFUXHG
H[SHQVHV � ± � ±

'HULYDWLYHV�1RW�'HVLJQDWHG�DV�+HGJLQJ�,QVWUXPHQWV�

(FRQRPLF�KHGJH
IRUZDUG�FRQWUDFWV

3UHSDLG
H[SHQVHV�DQG
RWKHU�FXUUHQW
DVVHWV � �� � �

$FFUXHG
H[SHQVHV � �� � ��
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7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�JURVV�DFWLYLW\�IRU�DOO�GHULYDWLYH�DVVHWV�DQG�OLDELOLWLHV�ZKLFK�ZHUH�SUHVHQWHG�RQ�D�
QHW�EDVLV�RQ�WKH�&RQVROLGDWHG�%DODQFH�6KHHWV�GXH�WR�WKH�ULJKW�RI�RIIVHW�ZLWK�HDFK�FRXQWHUSDUW\��LQ�WKRXVDQGV��

$VVHW�'HULYDWLYHV /LDELOLW\�'HULYDWLYHV

'HFHPEHU����
����

'HFHPEHU����
����

'HFHPEHU����
����

'HFHPEHU����
����

*URVV�DPRXQWV�RI
UHFRJQL]HG�DVVHWV � �� � ���

*URVV�DPRXQWV�RI
UHFRJQL]HG�OLDELOLWLHV � �� � ��

*URVV�DPRXQWV
RIIVHW ± ����

*URVV�DPRXQWV
RIIVHW ± ±

1HW�DPRXQW�RI
DVVHWV�SUHVHQWHG � �� � ��

1HW�DPRXQW�RI
OLDELOLWLHV�SUHVHQWHG � �� � ��

,QIRUPDWLRQ�UHJDUGLQJ�WKH�HIIHFW�RI�GHULYDWLYH�LQVWUXPHQWV��QHW�RI�WKH�XQGHUO\LQJ�H[SRVXUH��RQ�WKH�FRQVROLGDWHG�ILQDQFLDO�
VWDWHPHQWV�ZDV�DV�IROORZV��LQ�WKRXVDQGV��

/RFDWLRQ�LQ�)LQDQFLDO
6WDWHPHQWV

<HDU�(QGHG�'HFHPEHU����

���� ���� ����

'HULYDWLYHV�'HVLJQDWHG�DV�+HGJLQJ�,QVWUXPHQWV�

*DLQV��ORVVHV��UHFRUGHG
LQ�VKDUHKROGHUV
�HTXLW\
�HIIHFWLYH�SRUWLRQ�

$FFXPXODWHG�RWKHU
FRPSUHKHQVLYH�LQFRPH
�ORVV���QHW�RI�WD[ � ± � �� � ���

*DLQV��ORVVHV�
UHFODVVLILHG�IURP
DFFXPXODWHG�RWKHU
FRPSUHKHQVLYH�LQFRPH
�ORVV��LQWR�FXUUHQW
RSHUDWLRQV��HIIHFWLYH
SRUWLRQ� 5HYHQXH � �� � ����� � �����

5HVHDUFK��GHYHORSPHQW�
DQG�HQJLQHHULQJ
H[SHQVHV � �� ��

6HOOLQJ��JHQHUDO��DQG
DGPLQLVWUDWLYH�H[SHQVHV � �� ���

7RWDO�JDLQV��ORVVHV�
UHFODVVLILHG�IURP
DFFXPXODWHG�RWKHU
FRPSUHKHQVLYH�LQFRPH
�ORVV��LQWR�FXUUHQW
RSHUDWLRQV � �� � ����� � �����

*DLQV��ORVVHV�
UHFRJQL]HG�LQ�FXUUHQW
RSHUDWLRQV��LQHIIHFWLYH
SRUWLRQ�DQG�GLVFRQWLQXHG
GHULYDWLYHV�

)RUHLJQ�FXUUHQF\�JDLQ
�ORVV� � ± � ± � ±

'HULYDWLYHV�1RW�'HVLJQDWHG�DV�+HGJLQJ�,QVWUXPHQWV�

*DLQV��ORVVHV�
UHFRJQL]HG�LQ�FXUUHQW
RSHUDWLRQV

)RUHLJQ�FXUUHQF\�JDLQ
�ORVV� � ��� � ����� � ����
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7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�FKDQJHV�LQ�DFFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH��ORVV���QHW�RI�WD[��UHODWHG�
WR�GHULYDWLYH�LQVWUXPHQWV��LQ�WKRXVDQGV��

%DODQFH�DV�RI�'HFHPEHU��������� � ���

1HW�XQUHDOL]HG�ORVV�RQ�FDVK�IORZ�KHGJHV �����

5HFODVVLILFDWLRQ�RI�QHW�UHDOL]HG�ORVV�RQ�FDVK�IORZ�KHGJHV�LQWR�FXUUHQW�RSHUDWLRQV ���

%DODQFH�DV�RI�'HFHPEHU��������� ��

1HW�XQUHDOL]HG�JDLQ�RQ�FDVK�IORZ�KHGJHV �

5HFODVVLILFDWLRQ�RI�QHW�UHDOL]HG�JDLQ�RQ�FDVK�IORZ�KHGJHV�LQWR�FXUUHQW�RSHUDWLRQV ����

%DODQFH�DV�RI�'HFHPEHU��������� � ±

127(������6KDUHKROGHUVµ�(TXLW\

3UHIHUUHG�6WRFN

7KH�&RPSDQ\�KDV���������VKDUHV�RI�DXWKRUL]HG�EXW�XQLVVXHG������SDU�YDOXH�SUHIHUUHG�VWRFN�

&RPPRQ�6WRFN

2Q�$SULO�����������WKH�&RPSDQ\
V�VKDUHKROGHUV�DSSURYHG�DQ�DPHQGPHQW�WR�WKH�&RPSDQ\
V�$UWLFOHV�RI�2UJDQL]DWLRQ�
WR�LQFUHDVH�WKH�DXWKRUL]HG�QXPEHU�RI�VKDUHV�RI�FRPPRQ�VWRFN�IURP������������ WR�������������

,Q�2FWREHU�������WKH�&RPSDQ\µV�%RDUG�RI�'LUHFWRUV�GHFODUHG�D�WZR�IRU�RQH�VWRFN�VSOLW��HIIHFWHG�LQ�WKH�IRUP�RI�D�VWRFN�
GLYLGHQG��RQ�WKH�VKDUHV�RI�WKH�&RPSDQ\µV�FRPPRQ�VWRFN��(DFK�VKDUHKROGHU�RI�UHFRUG�RQ�1RYHPEHU����������UHFHLYHG�
DQ�DGGLWLRQDO� VKDUH�RI� FRPPRQ�VWRFN� IRU� HDFK� VKDUH�RI� FRPPRQ�VWRFN� WKHQ�KHOG�� 7KH� VWRFN�ZDV�GLVWULEXWHG�RQ�
'HFHPEHU���������� 7KH�&RPSDQ\�UHWDLQHG�WKH�FXUUHQW�SDU�YDOXH�RI������ SHU�VKDUH�IRU�DOO�VKDUHV�RI�FRPPRQ�VWRFN��
$OO�UHIHUHQFHV�LQ�WKH�ILQDQFLDO�VWDWHPHQWV�WR�WKH�QXPEHU�RI�VKDUHV�RXWVWDQGLQJ��QXPEHU�RI�VKDUHV�UHSXUFKDVHG��SHU�
VKDUH�DPRXQWV��DQG�VWRFN�RSWLRQ�GDWD�UHODWHG�WR�WKH�&RPSDQ\µV�FRPPRQ�VWRFN�KDYH�EHHQ�DGMXVWHG�WR�UHIOHFW�WKH�HIIHFW�
RI�WKH�VWRFN�VSOLW�IRU�DOO�SHULRGV�SUHVHQWHG�� 6KDUHKROGHUVµ HTXLW\�UHIOHFWV�WKH�VWRFN�VSOLW�E\�UHFODVVLI\LQJ�IURP�²$GGLWLRQDO�
SDLG�LQ�FDSLWDO³�DQG��5HWDLQHG�HDUQLQJV��WR�²&RPPRQ�VWRFN³�DQ�DPRXQW�HTXDO�WR�WKH�SDU�YDOXH�RI�WKH�DGGLWLRQDO�VKDUHV�
DULVLQJ�IURP�WKH�VSOLW�

(DFK�RXWVWDQGLQJ�VKDUH�RI�FRPPRQ�VWRFN�HQWLWOHV�WKH�UHFRUG�KROGHU�WR�RQH YRWH�RQ�DOO�PDWWHUV�VXEPLWWHG�WR�D�YRWH�RI�
WKH�&RPSDQ\µV� VKDUHKROGHUV�� &RPPRQ�VKDUHKROGHUV�DUH�DOVR�HQWLWOHG� WR�GLYLGHQGV�ZKHQ�DQG� LI� GHFODUHG�E\� WKH�
&RPSDQ\µV�%RDUG�RI�'LUHFWRUV�

6KDUHKROGHU�5LJKWV�3ODQ

7KH�&RPSDQ\�KDV�DGRSWHG�D�6KDUHKROGHU�5LJKWV�3ODQ��WKH�SXUSRVH�RI�ZKLFK�LV��DPRQJ�RWKHU�WKLQJV��WR�HQKDQFH�WKH�
%RDUG�RI�'LUHFWRUVµ DELOLW\�WR�SURWHFW�VKDUHKROGHU�LQWHUHVWV�DQG�WR�HQVXUH�WKDW�VKDUHKROGHUV�UHFHLYH�IDLU�WUHDWPHQW�LQ�WKH�
HYHQW�DQ\�FRHUFLYH�WDNHRYHU�DWWHPSW�RI�WKH�&RPSDQ\�LV�PDGH�LQ�WKH�IXWXUH�� 7KH�6KDUHKROGHU�5LJKWV�3ODQ�FRXOG�PDNH�
LW�PRUH�GLIILFXOW�IRU�D�WKLUG�SDUW\�WR�DFTXLUH��RU�FRXOG�GLVFRXUDJH�D�WKLUG�SDUW\�IURP�DFTXLULQJ��WKH�&RPSDQ\�RU�D�ODUJH�
EORFN�RI�WKH�&RPSDQ\µV�FRPPRQ�VWRFN�� 7KH�IROORZLQJ�VXPPDU\�GHVFULSWLRQ�RI�WKH�6KDUHKROGHU�5LJKWV�3ODQ�GRHV�QRW�
SXUSRUW�WR�EH�FRPSOHWH�DQG�LV�TXDOLILHG�LQ�LWV�HQWLUHW\�E\�UHIHUHQFH�WR�WKH�&RPSDQ\µV�6KDUHKROGHU�5LJKWV�3ODQ��ZKLFK�
KDV�EHHQ�SUHYLRXVO\�ILOHG�E\�WKH�&RPSDQ\�ZLWK�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�DV�DQ�H[KLELW�WR�D�5HJLVWUDWLRQ�
6WDWHPHQW�RQ�)RUP���$ ILOHG�RQ�'HFHPEHU���������

,Q�FRQQHFWLRQ�ZLWK�WKH�DGRSWLRQ�RI�WKH�6KDUHKROGHU�5LJKWV�3ODQ��WKH�%RDUG�RI�'LUHFWRUV�RI�WKH�&RPSDQ\�GHFODUHG�D�
GLYLGHQG�GLVWULEXWLRQ�RI�RQH SXUFKDVH�ULJKW��D�²5LJKW³��IRU�HDFK�RXWVWDQGLQJ�VKDUH�RI�FRPPRQ�VWRFN�WR�VKDUHKROGHUV�RI�
UHFRUG�DV�RI�WKH�FORVH�RI�EXVLQHVV�RQ�'HFHPEHU���������� 7KH�5LJKWV�FXUUHQWO\�DUH�QRW�H[HUFLVDEOH�DQG�DUH�DWWDFKHG�
WR�DQG�WUDGH�ZLWK�WKH�RXWVWDQGLQJ�VKDUHV�RI�FRPPRQ�VWRFN��8QGHU�WKH�6KDUHKROGHU�5LJKWV�3ODQ��WKH�5LJKWV�EHFRPH�
H[HUFLVDEOH�LI�D�SHUVRQ�EHFRPHV�DQ�²DFTXLULQJ�SHUVRQ³�E\�DFTXLULQJ���� RU�PRUH�RI�WKH�RXWVWDQGLQJ�VKDUHV�RI�FRPPRQ�
VWRFN�RU�LI�D�SHUVRQ�FRPPHQFHV�D�WHQGHU�RIIHU�WKDW�ZRXOG�UHVXOW�LQ�WKDW�SHUVRQ�RZQLQJ���� RU�PRUH�RI�WKH�FRPPRQ�
VWRFN�� ,I�D�SHUVRQ�EHFRPHV�DQ�²DFTXLULQJ�SHUVRQ�³�HDFK�KROGHU�RI�D�5LJKW��RWKHU�WKDQ�WKH�DFTXLULQJ�SHUVRQ��ZRXOG�EH�
HQWLWOHG�WR�SXUFKDVH��DW�WKH�WKHQ�FXUUHQW�H[HUFLVH�SULFH��VXFK�QXPEHU�RI�VKDUHV�RI�WKH�&RPSDQ\µV�SUHIHUUHG�VWRFN�ZKLFK�
DUH�HTXLYDOHQW�WR�VKDUHV�RI�FRPPRQ�VWRFN�KDYLQJ�WZLFH�WKH�H[HUFLVH�SULFH�RI�WKH�5LJKW�� ,I�WKH�&RPSDQ\�LV�DFTXLUHG�LQ�
D�PHUJHU�RU�RWKHU�EXVLQHVV�FRPELQDWLRQ�WUDQVDFWLRQ�DIWHU�DQ\�VXFK�HYHQW��HDFK�KROGHU�RI�D�5LJKW�ZRXOG�WKHQ�EH�HQWLWOHG�
WR�SXUFKDVH��DW�WKH�WKHQ�FXUUHQW�H[HUFLVH�SULFH��VKDUHV�RI�WKH�DFTXLULQJ�FRPSDQ\µV�FRPPRQ�VWRFN�KDYLQJ�D�YDOXH�RI�
WZLFH�WKH�H[HUFLVH�SULFH�RI�WKH�5LJKW�� 7KH�5LJKWV�ZLOO�H[SLUH�DW�WKH�FORVH�RI�EXVLQHVV�RQ�'HFHPEHU����������XQOHVV�
SUHYLRXVO\�UHGHHPHG�RU�H[FKDQJHG�E\�WKH�&RPSDQ\�



��

&2*1(;�&25325$7,21���127(6�72�&2162/,'$7('�),1$1&,$/�67$7(0(176

6WRFN�5HSXUFKDVHV

,Q�1RYHPEHU�������WKH�&RPSDQ\
V�%RDUG�RI�'LUHFWRUV�DXWKRUL]HG�WKH�UHSXUFKDVH�RI��������������RI�WKH�&RPSDQ\
V�
FRPPRQ�VWRFN���$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�UHSXUFKDVHG�����������VKDUHV�DW�D�FRVW�RI�������������
XQGHU� WKLV�SURJUDP�� LQFOXGLQJ�����������VKDUHV�DW�D�FRVW�RI������������ LQ������� 6WRFN� UHSXUFKDVHV�XQGHU� WKLV�
1RYHPEHU������SURJUDP�DUH�QRZ�FRPSOHWH��,Q�$SULO�������WKH�&RPSDQ\
V�%RDUG�RI�'LUHFWRUV�DXWKRUL]HG�WKH�UHSXUFKDVH�
RI�DQ�DGGLWLRQDO��������������RI�WKH�&RPSDQ\
V�FRPPRQ�VWRFN��$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�UHSXUFKDVHG�
��������VKDUHV�DW�D�FRVW�RI�������������XQGHU�WKLV�SURJUDP��OHDYLQJ�D�UHPDLQLQJ�DXWKRUL]HG�EDODQFH�RI��������������
7RWDO�VWRFN�UHSXUFKDVHV�LQ������DPRXQWHG�WR�������������� 7KH�&RPSDQ\�PD\�UHSXUFKDVH�VKDUHV�XQGHU�WKLV�SURJUDP�
LQ�IXWXUH�SHULRGV�GHSHQGLQJ�RQ�D�YDULHW\�RI�IDFWRUV��LQFOXGLQJ��DPRQJ�RWKHU�WKLQJV��WKH�LPSDFW�RI�GLOXWLRQ�IURP�HPSOR\HH�
VWRFN�RSWLRQV��VWRFN�SULFH��VKDUH�DYDLODELOLW\��DQG�FDVK�UHTXLUHPHQWV�

'LYLGHQGV

7KH�&RPSDQ\µV�%RDUG�RI�'LUHFWRUV�GHFODUHG�DQG�SDLG�FDVK�GLYLGHQGV�RI���������SHU�VKDUH�LQ�WKH�ILUVW�TXDUWHU�RI�������
DQG���������LQ�WKH�VHFRQG��WKLUG��DQG�IRXUWK�TXDUWHUV�RI�������DV�ZHOO�DV�LQ�WKH�ILUVW�TXDUWHU�RI��������7KH�GLYLGHQG�ZDV�
LQFUHDVHG�WR���������LQ�WKH�VHFRQG�DQG�WKLUG�TXDUWHUV�RI������DQG�DJDLQ�LQFUHDVHG�WR���������LQ�WKH�IRXUWK�TXDUWHU�RI�
�������7RWDO�FDVK�GLYLGHQGV�SDLG�DPRXQWHG�WR�������������DQG�������������LQ������DQG�������UHVSHFWLYHO\���)XWXUH�
GLYLGHQGV�ZLOO�EH�GHFODUHG�DW�WKH�GLVFUHWLRQ�RI�WKH�&RPSDQ\
V�%RDUG�RI�'LUHFWRUV�DQG�ZLOO�GHSHQG�XSRQ�VXFK�IDFWRUV�DV�
WKH�%RDUG�GHHPV�UHOHYDQW��LQFOXGLQJ��DPRQJ�RWKHU�WKLQJV��WKH�&RPSDQ\
V�DELOLW\�WR�JHQHUDWH�SRVLWLYH�FDVK�IORZ�IURP�
RSHUDWLRQV�

127(������6WRFN�%DVHG�&RPSHQVDWLRQ

6WRFN�2SWLRQ�3ODQV

7KH�&RPSDQ\µVVKDUH�EDVHG�SD\PHQWV�WKDW�UHVXOW�LQ�FRPSHQVDWLRQ�H[SHQVH�FRQVLVW�RI�VWRFN�RSWLRQ�JUDQWV�DQG�UHVWULFWHG�
VWRFN�DZDUGV�� $V�RI�'HFHPEHU�����������WKH�&RPSDQ\�KDG������������VKDUHV�DYDLODEOH�IRU�JUDQW���6WRFN�RSWLRQV�DUH�
JUDQWHG�ZLWK�DQ�H[HUFLVH�SULFH�HTXDO�WR�WKH�PDUNHW�YDOXH�RI�WKH�&RPSDQ\µV FRPPRQ�VWRFN�DW�WKH�JUDQW�GDWH�DQG�JHQHUDOO\�
YHVW�RYHU�IRXU�\HDUV�EDVHG�XSRQ�FRQWLQXRXV�VHUYLFH�DQG�H[SLUH�WHQ�\HDUV�IURP�WKH�JUDQW�GDWH���&RQGLWLRQV�RI�UHVWULFWHG�
VWRFN�DZDUGV�PD\�EH�EDVHG�XSRQ�FRQWLQXLQJ�HPSOR\PHQW�DQG�RU�DFKLHYHPHQW�RI�SUH�HVWDEOLVKHG�SHUIRUPDQFH�JRDOV�
DQG�REMHFWLYHV���9HVWLQJ�IRU�SHUIRUPDQFH�EDVHG�UHVWULFWHG�VWRFN�DZDUGV�DQG�WLPH�EDVHG�UHVWULFWHG�VWRFN�DZDUGV�PXVW�
EH�JUHDWHU�WKDQ�RQH�\HDU�DQG�WKUHH�\HDUV��UHVSHFWLYHO\�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�&RPSDQ\µV�VWRFN�RSWLRQ�DFWLYLW\�

6KDUHV
�LQ�WKRXVDQGV�

:HLJKWHG�
$YHUDJH
([HUFLVH
3ULFH

:HLJKWHG�
$YHUDJH

5HPDLQLQJ
&RQWUDFWXDO

7HUP
�LQ�\HDUV�

$JJUHJDWH
,QWULQVLF�9DOXH
�LQ�WKRXVDQGV�

2XWVWDQGLQJ�DV�RI�'HFHPEHU��������� ������ � �����

*UDQWHG ����� �����

([HUFLVHG ������� �����

)RUIHLWHG�RU�H[SLUHG ����� �����

2XWVWDQGLQJ�DV�RI�'HFHPEHU��������� ������ � ����� ��� � �������

([HUFLVDEOH�DV�RI�'HFHPEHU��������� ����� � ����� ��� � �������

2SWLRQV�YHVWHG�RU�H[SHFWHG�WR�YHVW�DV�RI�
�'HFHPEHU������������� ������ � ����� ��� � �������

��� ,Q�DGGLWLRQ�WR�WKH�YHVWHG�RSWLRQV��WKH�&RPSDQ\�H[SHFWV�D�SRUWLRQ�RI�WKH�XQYHVWHG�RSWLRQV�WR�YHVW�DW�VRPH
SRLQW�LQ�WKH�IXWXUH��2SWLRQV�H[SHFWHG�WR�YHVW�DUH�FDOFXODWHG�E\�DSSO\LQJ�DQ�HVWLPDWHG�IRUIHLWXUH�UDWH�WR�WKH
XQYHVWHG�RSWLRQV�
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7KH�IDLU�YDOXHV�RI�VWRFN�RSWLRQV�JUDQWHG�LQ�HDFK�SHULRG�SUHVHQWHG�ZHUH�HVWLPDWHG�XVLQJ�WKH�IROORZLQJ�ZHLJKWHG�
DYHUDJH�DVVXPSWLRQV�

<HDU�(QGHG�'HFHPEHU����

���� ���� ����

5LVN�IUHH�UDWH ���� ���� ����

([SHFWHG�GLYLGHQG�\LHOG ����� ����� �����

([SHFWHG�YRODWLOLW\ ��� ��� ���

([SHFWHG�WHUP��LQ�\HDUV� ��� ��� ���

5LVN�IUHH�UDWH

7KH�ULVN�IUHH�UDWH�ZDV�EDVHG�XSRQ�D�WUHDVXU\�LQVWUXPHQW�ZKRVH�WHUP�ZDV�FRQVLVWHQW�ZLWK�WKH�FRQWUDFWXDO�WHUP�RI�WKH�
RSWLRQ�

([SHFWHG�GLYLGHQG�\LHOG

*HQHUDOO\��WKH�FXUUHQW�GLYLGHQG�\LHOG�LV�FDOFXODWHG�E\�DQQXDOL]LQJ�WKH�FDVK�GLYLGHQG�GHFODUHG�E\�WKH�&RPSDQ\µV�%RDUG�
RI�'LUHFWRUV�DQG�GLYLGLQJ�WKDW�UHVXOW�E\�WKH�FORVLQJ�VWRFN�SULFH�RQ�WKH�JUDQW�GDWH��

([SHFWHG�YRODWLOLW\

7KH�H[SHFWHG�YRODWLOLW\�ZDV�EDVHG�XSRQ�D�FRPELQDWLRQ�RI�KLVWRULFDO�YRODWLOLW\�RI�WKH�&RPSDQ\µV�FRPPRQ�VWRFN�RYHU�WKH�
FRQWUDFWXDO�WHUP�RI�WKH�RSWLRQ�DQG�LPSOLHG�YRODWLOLW\�IRU�WUDGHG�RSWLRQV�RI�WKH�&RPSDQ\µV�VWRFN�

([SHFWHG�WHUP

7KH�H[SHFWHG�WHUP�ZDV�GHULYHG�IURP�WKH�ELQRPLDO�ODWWLFH�PRGHO�IURP�WKH�LPSDFW�RI�HYHQWV�WKDW�WULJJHU�H[HUFLVHV�RYHU�
WLPH�

7KH�&RPSDQ\�VWUDWLILHV�LWV�HPSOR\HH�SRSXODWLRQ�LQWR�WZR JURXSV��RQH�FRQVLVWLQJ�RI�VHQLRU�PDQDJHPHQW�DQG�DQRWKHU�
FRQVLVWLQJ�RI�DOO�RWKHU�HPSOR\HHV��7KH�&RPSDQ\�FXUUHQWO\�H[SHFWV�WKDW�DSSUR[LPDWHO\���� RI�LWV�VWRFN�RSWLRQV�JUDQWHG�
WR�VHQLRU�PDQDJHPHQW�DQG���� RI�LWV�RSWLRQV�JUDQWHG�WR�DOO�RWKHU�HPSOR\HHV�ZLOO�DFWXDOO\�YHVW�� 7KH�&RPSDQ\�FXUUHQWO\�
DSSOLHV�DQ�HVWLPDWHG�IRUIHLWXUH�UDWH�RI���� WR�DOO�XQYHVWHG�RSWLRQV�IRU�VHQLRU�PDQDJHPHQW�DQG�D�UDWH�RI���� IRU�DOO�
RWKHU�HPSOR\HHV�� 7KH�&RPSDQ\�UHYLVHG�LWV�HVWLPDWHG�IRUIHLWXUH�UDWHV�LQ�WKH�ILUVW�TXDUWHU�RI����������� DQG�������
UHVXOWLQJ�LQ�D�GHFUHDVH�WR�FRPSHQVDWLRQ�H[SHQVH�RI��������� LQ�������DQG�DQ�LQFUHDVH�WR�FRPSHQVDWLRQ�H[SHQVH�RI�
�������� DQG��������� LQ����� DQG�������UHVSHFWLYHO\�

7KH�ZHLJKWHG�DYHUDJH�JUDQW�GDWH�IDLU�YDOXH�RI�VWRFN�RSWLRQV�JUDQWHG�ZDV������� LQ������������ LQ�������DQG������ LQ�
�����

7KH�WRWDO�LQWULQVLF�YDOXH�RI�VWRFN�RSWLRQV�H[HUFLVHG�ZDV������������� LQ������������������ LQ�������DQG������������
LQ�������7KH�WRWDO�IDLU�YDOXH�RI�VWRFN�RSWLRQV�YHVWHG�ZDV������������ LQ������������������ LQ�������DQG������������
LQ������

$V� RI� 'HFHPEHU����� ������ WRWDO� XQUHFRJQL]HG� FRPSHQVDWLRQ� H[SHQVH� UHODWHG� WR� QRQ�YHVWHG� VWRFN� RSWLRQV� ZDV�
�������������ZKLFK�LV�H[SHFWHG�WR�EH�UHFRJQL]HG�RYHU�D�ZHLJKWHG�DYHUDJH�SHULRG�RI����� \HDUV�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�&RPSDQ\
V�UHVWULFWHG�VWRFN�DFWLYLW\��

6KDUHV
�LQ�WKRXVDQGV�

:HLJKWHG�
$YHUDJH

*UDQW�)DLU�9DOXH

$JJUHJDWH
,QWULQVLF�9DOXH

�LQ�WKRXVDQGV�����

1RQYHVWHG�DV�RI�'HFHPEHU��������� �� � �����

*UDQWHG ± ±

9HVWHG ���� ����� ���

)RUIHLWHG�RU�H[SLUHG ± ±

1RQYHVWHG�DV�RI�'HFHPEHU��������� �� � ����� � �����

��� )DLU�PDUNHW�YDOXH�DV�RI�'HFHPEHU����������
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7KH�IDLU�YDOXHV�RI�UHVWULFWHG�VWRFN�DZDUGV�JUDQWHG�ZHUH�GHWHUPLQHG�EDVHG�XSRQ�WKH�PDUNHW�YDOXH�RI�WKH�&RPSDQ\
V�
FRPPRQ�VWRFN�DW�WKH�WLPH�RI�JUDQW���7KH�LQLWLDO�FRVW�LV�WKHQ�DPRUWL]HG�RYHU�WKH�SHULRG�RI�YHVWLQJ�XQWLO�WKH�UHVWULFWLRQV�
ODSVH���7KHVH�UHVWULFWHG�VKDUHV�ZLOO�EH�IXOO\�YHVWHG�LQ��������3DUWLFLSDQWV�DUH�HQWLWOHG�WR�GLYLGHQGV�RQ�UHVWULFWHG�VWRFN�
DZDUGV��EXW�RQO\�UHFHLYH�WKRVH�DPRXQWV�LI�WKH�VKDUHV�YHVW���7KH�VDOH�RU�WUDQVIHU�RI�WKHVH�VKDUHV�LV�UHVWULFWHG�GXULQJ�
WKH�YHVWLQJ�SHULRG�

7KH�WRWDO�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�DQG�WKH�UHODWHG�LQFRPH�WD[�EHQHILW�UHFRJQL]HG�ZDV�������������DQG�
������������ UHVSHFWLYHO\�� LQ� ����� ����������� DQG� ����������� UHVSHFWLYHO\�� LQ� ����� DQG� ����������� DQG�
������������UHVSHFWLYHO\��LQ��������1R�FRPSHQVDWLRQ�H[SHQVH�ZDV�FDSLWDOL]HG�LQ�������������RU������

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�E\�FDSWLRQ�IRU�HDFK�SHULRG�SUHVHQWHG�RQ�WKH�
&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����

���� ���� ����

&RVW�RI�UHYHQXH � ����� � ����� � �����

5HVHDUFK��GHYHORSPHQW��DQG�HQJLQHHULQJ ������ ����� �����

6HOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH ������ ������ ������

'LVFRQWLQXHG�RSHUDWLRQV ± ± �����

� ������ � ������ � ������

8SRQ� WKH�VDOH�RI� WKH�&RPSDQ\
V�6XUIDFH� ,QVSHFWLRQ�6\VWHPV�'LYLVLRQ��FRPSOHWHG�RQ�-XO\���������� WKH�&RPSDQ\�
DFFHOHUDWHG�WKH�YHVWLQJ�RI�VWRFN�RSWLRQV�ZLWK�UHVSHFW�WR�������� XQGHUO\LQJ�VKDUHV��UHVXOWLQJ�LQ�DQ�DGGLWLRQDO�����������
RI�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�UHFRUGHG�LQ�������

127(������(PSOR\HH�6DYLQJV�3ODQ

8QGHU�WKH�&RPSDQ\µV�(PSOR\HH�6DYLQJV�3ODQ��D�GHILQHG�FRQWULEXWLRQ�SODQ��8�6��HPSOR\HHV��ZKR�KDYH�DWWDLQHG�DJH�
�� DQG�QRW�GHILQHG�DV�KLJKO\�FRPSHQVDWHG��PD\�FRQWULEXWH�XS�WR���� RI�WKHLU�SD\�RQ�D�SUH�WD[�EDVLV�VXEMHFW�WR�WKH�
DQQXDO�GROODU�OLPLWDWLRQV�HVWDEOLVKHG�E\�WKH�,QWHUQDO�5HYHQXH�6HUYLFH��,56���+LJKO\�FRPSHQVDWHG�HPSOR\HHV�DV�GHILQHG�
E\�WKH�,56��PD\�FRQWULEXWH�XS�WR���� RI�WKHLU�SD\�RQ�D�SUH�WD[�EDVLV�� 7KH�&RPSDQ\�FXUUHQWO\�PDWFKHV���� RI�WKH�ILUVW�
�� RI�SD\�DQ�HPSOR\HH�FRQWULEXWHV�� &RPSDQ\�FRQWULEXWLRQV�YHVW����������������DQG����� DIWHU�WZR��WKUHH��IRXU��
DQG�ILYH�\HDUV�RI�FRQWLQXRXV�HPSOR\PHQW�ZLWK�WKH�&RPSDQ\��UHVSHFWLYHO\�� &RPSDQ\�FRQWULEXWLRQV�WRWDOHG�����������
LQ����������������� LQ�������DQG����������� LQ������� &RJQH[�VWRFN�LV�QRW�DQ�LQYHVWPHQW�DOWHUQDWLYH�DQG�&RPSDQ\�
FRQWULEXWLRQV�DUH�QRW�PDGH�LQ�WKH�IRUP�RI�&RJQH[�VWRFN�

127(������7D[HV

'RPHVWLF� LQFRPH� IURP� FRQWLQXLQJ� RSHUDWLRQV� EHIRUH� WD[HV� ZDV� ����������� LQ� ������ ����������� LQ� ������ DQG�
����������� LQ�������)RUHLJQ�LQFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV�EHIRUH�WD[HV�ZDV������������� LQ�������������������
LQ�������DQG������������� LQ�������

,QFRPH�WD[�H[SHQVH�RQ�FRQWLQXLQJ�RSHUDWLRQV�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����

���� ���� ����

&XUUHQW�

)HGHUDO � ������ � ������ � ������

6WDWH ����� ����� ���

)RUHLJQ ����� ����� �����

������ ������ ������

'HIHUUHG�

)HGHUDO ����� ������� �������

6WDWH ����� ����� �����

)RUHLJQ ��� ������� ���

����� ������� �������

� ������ � ������ � ������
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$�UHFRQFLOLDWLRQ�RI�WKH�8�6��IHGHUDO�VWDWXWRU\�FRUSRUDWH�WD[�UDWH�WR�WKH�&RPSDQ\µV�LQFRPH�WD[�H[SHQVH�RQ�FRQWLQXLQJ�
RSHUDWLRQV��RU�HIIHFWLYH�WD[�UDWH��ZDV�DV�IROORZV�

<HDU�(QGHG�'HFHPEHU����

���� ���� ����

,QFRPH�WD[�SURYLVLRQ�DW�IHGHUDO�VWDWXWRU\�FRUSRUDWH�WD[�UDWH ��� ��� ���

6WDWH�LQFRPH�WD[HV��QHW�RI�IHGHUDO�EHQHILW ± � ±

)RUHLJQ�WD[�UDWH�GLIIHUHQWLDO ���� ���� ����

7D[�FUHGLW ��� ��� ±

'LVFUHWH�WD[�EHQHILW�UHODWHG�WR�HPSOR\HH�VWRFN�RSWLRQ�H[HUFLVHV ���� ��� ±

'LVFUHWH�WD[�H[SHQVH�UHODWHG�WR������7D[�$FW �� ± ±

'LVFUHWH�WD[�H[SHQVH�UHODWHG�WR�ZULWH�GRZQ�RI�GHIHUUHG�WD[�DVVHWV � ± ±

2WKHU�GLVFUHWH�WD[�HYHQWV ��� ± ���

2WKHU � ± �

,QFRPH�WD[�SURYLVLRQ�RQ�FRQWLQXLQJ�RSHUDWLRQV ��� ��� ���

2Q�'HFHPEHU�����������WKH�8QLWHG�6WDWHV�&RQJUHVV�SDVVHG�DQG�WKH�3UHVLGHQW�VLJQHG�LQWR�ODZ�WKH�7D[�&XWV�DQG�-REV�
$FW�RI�������WKH��7D[�$FW����7KH�7D[�$FW�LQFOXGHV�D�QXPEHU�RI�FKDQJHV�WKDW�LPSDFW�WKH�&RPSDQ\
V�GHIHUUHG�WD[�SRVLWLRQV��
ZLWK�WKH�SULPDU\�LPSDFW�UHVXOWLQJ�IURP�D�GHFUHDVH�LQ�WKH�8�6��IHGHUDO�VWDWXWRU\�FRUSRUDWH�WD[�UDWH�IURP�����WR������
7KH�&RPSDQ\�KDV�UHPHDVXUHG�LWV�GHIHUUHG�WD[�SRVLWLRQV�DV�RI�'HFHPEHU����������DW�WKH�QHZ�HQDFWHG�WD[�UDWH��DQG�
DFFRUGLQJO\��KDV�UHFRJQL]HG�WD[�H[SHQVH�RI������������ IURP�WKH�ZULWH�GRZQ�RI�GHIHUUHG�WD[�DVVHWV�LQ�������

,Q�DGGLWLRQ��WKH�7D[�$FW�VXEMHFWV�XQUHSDWULDWHG�IRUHLJQ�HDUQLQJV�WR�D�RQH�WLPH�WUDQVLWLRQ�WD[��UHJDUGOHVV�RI�WKH�&RPSDQ\
V�
ILQDQFLDO�VWDWHPHQW�DVVHUWLRQ�UHODWHG�WR�LQGHILQLWH�UHLQYHVWPHQW�RU�ZKHWKHU�WKH�&RPSDQ\�XOWLPDWHO\�UHSDWULDWHV�DQ\�RI�
WKH�IRUHLJQ�HDUQLQJV��IRU�ZKLFK�WKH�&RPSDQ\�KDV�UHFRUGHG�HVWLPDWHG�WD[�H[SHQVH�RI������������� LQ�������

)XUWKHUPRUH��WKH�7D[�$FW�UHSODFHV�WKH�FXUUHQW�V\VWHP�RI�WD[LQJ�8�6��FRUSRUDWLRQV�RQ�UHSDWULDWHG�IRUHLJQ�HDUQLQJV�ZLWK�
D�SDUWLDO�WHUULWRULDO�V\VWHP�WKDW�SURYLGHV�D������GLYLGHQGV�UHFHLYHG�GHGXFWLRQ�WR�GRPHVWLF�FRUSRUDWLRQV�IRU�IRUHLJQ�
VRXUFH�GLYLGHQGV�UHFHLYHG�IURP�����RU�PRUH�RZQHG�IRUHLJQ�FRUSRUDWLRQV�� 7KH�&RPSDQ\�KDV�UHFRUGHG�D�GHFUHDVH�LQ�
WD[�H[SHQVH�RI����������� LQ������IURP�WKH�UHYHUVDO�RI�WKH�WD[�HIIHFW�RI�D������GLYLGHQG�SDLG�LQ������IURP�D�ZKROO\�
RZQHG�IRUHLJQ�VXEVLGLDU\�WR�LWV�GRPHVWLF�HQWLW\�

7KH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��6(&��UHOHDVHG�6WDII�$FFRXQWLQJ�%XOOHWLQ��6$%��1R������WR�SURYLGH�JXLGDQFH�
WR�FRPSDQLHV�RQ�KRZ�WR�LPSOHPHQW�WKH�DFFRXQWLQJ�DQG�GLVFORVXUH�FKDQJHV�DV�D�UHVXOW�RI�WKH�7D[�$FW�� 7KH�6(&�VWDII�
JXLGDQFH�KDV�UHFRJQL]HG�WKDW��GXH�WR�WKH�FRPSOH[LW\�DQG�WLPLQJ�RI�WKH�UHOHDVH�RI�WKH�7D[�$FW��WKH�DFFRXQWLQJ�IRU�WKLV�
FKDQJH�LQ�WKH�ODZ�PD\�EH�LQFRPSOHWH�XSRQ�LVVXDQFH�RI�D�FRPSDQ\
V�ILQDQFLDO�VWDWHPHQWV�IRU�WKH�UHSRUWLQJ�SHULRG�LQ�
ZKLFK�WKH�7D[�$FW�ZDV�HQDFWHG�� 6$%�1R������VWDWHV�WKDW�LI�D�FRPSDQ\�FDQ�GHWHUPLQH�D�UHDVRQDEOH�HVWLPDWH�IRU�WKH�
HIIHFWV�RI�WKH�7D[�$FW�WKHQ�WKLV�HVWLPDWH�FDQ�EH�LQFOXGHG�LQ�WKH�ILQDQFLDO�VWDWHPHQWV�� 7KH�&RPSDQ\�KDV�PDGH�ZKDW�LW�
FRQVLGHUV�WR�EH�D�UHDVRQDEOH�HVWLPDWH�RI�WKH�LPSDFW�RI�WKH�QHZ�WD[HV�UHODWLQJ�WR�IRUHLJQ�HDUQLQJV�DQG�WKH�ZULWH�GRZQ�
RI�LWV�GHIHUUHG�WD[�DVVHWV�LQ�LWV�ILQDQFLDO�VWDWHPHQWV�� 7KLV�VLJQLILFDQW�HVWLPDWH�LV�KLJKO\�MXGJPHQWDO�DQG�FKDQJHV�WR�WKLV�
HVWLPDWH� FRXOG� UHVXOW� LQ� PDWHULDO� FKDUJHV� RU� FUHGLWV� LQ� IXWXUH� UHSRUWLQJ� SHULRGV�� 8�6�� 7UHDVXU\� UHJXODWLRQV� DQG�
DGPLQLVWUDWLYH�JXLGDQFH�KDYH�QRW�EHHQ�ILQDOL]HG�DV�RI�WKH�GDWH�RI�WKHVH�ILQDQFLDO�VWDWHPHQWV���7KH�LVVXDQFH�RI�ILQDO�
UHJXODWLRQV�PD\�UHTXLUH�WKH�&RPSDQ\�WR�UHYLVH�LWV�HVWLPDWHV�RI�HDUQLQJV�DQG�SURILWV�DV�ZHOO�DV�FHUWDLQ�GHIHUUHG�WD[HV�
DV�UHTXLUHG��

7KH�&RPSDQ\�ZLOO�FRQWLQXH�WR�JDWKHU�DQG�DQDO\]H�LQIRUPDWLRQ�RQ�KLVWRULFDO�XQUHSDWULDWHG�IRUHLJQ�HDUQLQJV�DQG�WR�PRQLWRU�
VWDWH�ODZV�UHODWLQJ�WR�WKLV�LQFRPH�WR�ILQDOL]H�ERWK�WKH�IHGHUDO�DQG�VWDWH�WD[�LPSDFW�� 7KH�7D[�$FW�OLPLWV�FHUWDLQ�GHGXFWLRQV�
DQG�WKHVH�OLPLWDWLRQV�PD\�LPSDFW�WKH�YDOXH�RI�H[LVWLQJ�GHIHUUHG�WD[�DVVHWV�� 7KH�&RPSDQ\�ZLOO�FRQWLQXH�WR�UHYLHZ�WKH�
LPSDFW�RI�WKHVH�OLPLWDWLRQV�DV�UHJXODWRU\�JXLGDQFH�LV�LVVXHG�

7KH�PDMRULW\�RI�LQFRPH�HDUQHG�RXWVLGH�RI�WKH�8QLWHG�6WDWHV�LV�LQGHILQLWHO\�UHLQYHVWHG�WR�SURYLGH�IXQGV�IRU�LQWHUQDWLRQDO�
H[SDQVLRQ�� 7KH�&RPSDQ\�LV�WD[�UHVLGHQW�LQ�QXPHURXV�MXULVGLFWLRQV�DURXQG�WKH�ZRUOG�DQG�KDV�LGHQWLILHG�LWV�PDMRU�WD[�
MXULVGLFWLRQV�DV�WKH�8QLWHG�6WDWHV��,UHODQG��DQG�&KLQD�� 7KH�VWDWXWRU\�WD[�UDWH�LV������ LQ�,UHODQG�DQG���� LQ�&KLQD��
,QWHUQDWLRQDO�ULJKWV�WR�FHUWDLQ�RI�WKH�&RPSDQ\µV�LQWHOOHFWXDO�SURSHUW\�DUH�KHOG�E\�D�VXEVLGLDU\�ZKRVH�OHJDO�MXULVGLFWLRQ�
GRHV�QRW� WD[� WKLV� LQFRPH�� UHVXOWLQJ� LQ�D� IRUHLJQ�HIIHFWLYH� WD[� UDWH� ORZHU� WKDQ� WKH�DERYH�PHQWLRQHG�VWDWXWRU\� UDWHV��
+RZHYHU��WKLV�LQFRPH�KDV�EHHQ�LQFOXGHG�LQ�WKH�SURYLVLRQDO�HVWLPDWH�RI�WKH�RQH�WLPH�WUDQVLWLRQDO�WD[�RQ�XQUHSDWULDWHG�
IRUHLJQ�HDUQLQJV�XQGHU�WKH�7D[�$FW�� 7KH�&RPSDQ\�KDV�QRW�\HW�GHWHUPLQHG�KRZ�WKH�7D[�$FW�ZLOO�LPSDFW�LWV�ILQDQFLDO�
VWDWHPHQW�DVVHUWLRQ�UHODWHG�WR�LQGHILQLWH�UHLQYHVWPHQW�LQ�IXWXUH�\HDUV�
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$V�RI�'HFHPEHU����������DQG�'HFHPEHU�����������UHVSHFWLYHO\���������������DQG���������������RI�WKH�&RPSDQ\µV�
FDVK��FDVK�HTXLYDOHQWV��DQG�LQYHVWPHQWV�ZHUH�KHOG�E\�IRUHLJQ�VXEVLGLDULHV�DQG�DUH�JHQHUDOO\�GHQRPLQDWHG�LQ�8�6��
'ROODUV��

,Q�������WKH�&RPSDQ\�DGRSWHG�$FFRXQWLQJ 6WDQGDUGV�8SGDWH�����������,PSURYHPHQWV�WR�(PSOR\HH�6KDUH�%DVHG�
3D\PHQW�$FFRXQWLQJ����7KLV�8SGDWH�UHTXLUHG�H[FHVV�WD[�EHQHILWV�DULVLQJ�IURP�WKH�GLIIHUHQFH�EHWZHHQ�WKH�GHGXFWLRQ�IRU�
WD[� SXUSRVHV� DQG� WKH� FRPSHQVDWLRQ� H[SHQVH� IRU� ILQDQFLDO� UHSRUWLQJ� SXUSRVHV� IURP� VWRFN� RSWLRQ� H[HUFLVHV� WR� EH�
UHFRJQL]HG�DV�DQ�LQFRPH�WD[�EHQHILW�LQ�WKH�LQFRPH�VWDWHPHQW���3UHYLRXV�JXLGDQFH�UHTXLUHG�H[FHVV�WD[�EHQHILWV�WR�EH�
UHFRJQL]HG�DV�DGGLWLRQDO�SDLG�LQ�FDSLWDO�LQ�VKDUHKROGHUV
�HTXLW\�RQ�WKH�EDODQFH�VKHHW���7KLV�SURYLVLRQ�LV�UHTXLUHG�WR�EH�
DSSOLHG�SURVSHFWLYHO\�DQG� WKHUHIRUH�������ZDV�QRW� UHVWDWHG�� �$V D�UHVXOW�RI� WKLV�FKDQJH�� LQFRPH�WD[�H[SHQVH�ZDV�
UHGXFHG�E\�������������LQ������DQG�������������LQ������

,QWHUHVW�DQG�SHQDOWLHV�LQFOXGHG�LQ�LQFRPH�WD[�H[SHQVH�ZDV�������������������DQG���������LQ�������������DQG�������
UHVSHFWLYHO\�

7KH�FKDQJHV�LQ�WKH�UHVHUYH�IRU�LQFRPH�WD[HV��H[FOXGLQJ�JURVV�LQWHUHVW�DQG�SHQDOWLHV��ZHUH�DV�IROORZV��LQ�WKRXVDQGV��

%DODQFH�RI�UHVHUYH�IRU�LQFRPH�WD[HV�DV�RI�'HFHPEHU��������� � �����

*URVV�DPRXQWV�RI�LQFUHDVHV�LQ�XQUHFRJQL]HG�WD[�EHQHILWV�DV�D�UHVXOW�RI�WD[�SRVLWLRQV�WDNHQ�LQ
SULRU�SHULRGV ��

*URVV�DPRXQWV�RI�LQFUHDVHV�LQ�XQUHFRJQL]HG�WD[�EHQHILWV�DV�D�UHVXOW�RI�WD[�SRVLWLRQV�WDNHQ�LQ
WKH�FXUUHQW�SHULRG �����

*URVV�DPRXQWV�RI�GHFUHDVHV�LQ�XQUHFRJQL]HG�WD[�EHQHILWV�UHODWLQJ�WR�VHWWOHPHQWV�ZLWK�WD[LQJ
DXWKRULWLHV ±

*URVV�DPRXQWV�RI�GHFUHDVHV�LQ�XQUHFRJQL]HG�WD[�EHQHILWV�DV�D�UHVXOW�RI�WKH�H[SLUDWLRQ�RI�WKH
DSSOLFDEOH�VWDWXWHV�RI�OLPLWDWLRQV �����

%DODQFH�RI�UHVHUYH�IRU�LQFRPH�WD[HV�DV�RI�'HFHPEHU��������� �����

*URVV�DPRXQWV�RI�GHFUHDVHV�LQ�XQUHFRJQL]HG�WD[�EHQHILWV�DV�D�UHVXOW�RI�WD[�SRVLWLRQV�WDNHQ
LQ�SULRU�SHULRGV ����

*URVV�DPRXQWV�RI�LQFUHDVHV�LQ�XQUHFRJQL]HG�WD[�EHQHILWV�DV�D�UHVXOW�RI�WD[�SRVLWLRQV�WDNHQ�LQ
WKH�FXUUHQW�SHULRG �����

*URVV�DPRXQWV�RI�GHFUHDVHV�LQ�XQUHFRJQL]HG�WD[�EHQHILWV�UHODWLQJ�WR�VHWWOHPHQWV�ZLWK�WD[LQJ
DXWKRULWLHV �����

*URVV�DPRXQWV�RI�GHFUHDVHV�LQ�XQUHFRJQL]HG�WD[�EHQHILWV�DV�D�UHVXOW�RI�WKH�H[SLUDWLRQ�RI�WKH
DSSOLFDEOH�VWDWXWHV�RI�OLPLWDWLRQV �����

%DODQFH�RI�UHVHUYH�IRU�LQFRPH�WD[HV�DV�RI�'HFHPEHU��������� � �����

7KH�&RPSDQ\µV�UHVHUYH�IRU�LQFRPH�WD[HV��LQFOXGLQJ�JURVV�LQWHUHVW�DQG�SHQDOWLHV��ZDV����������� DV�RI�'HFHPEHU�����
������ZKLFK�LQFOXGHG����������� FODVVLILHG�DV�D�QRQ�FXUUHQW�OLDELOLW\�DQG����������� UHFRUGHG�DV�D�UHGXFWLRQ�WR�QRQ�
FXUUHQW�GHIHUUHG�WD[�DVVHWV�� 7KH�&RPSDQ\
V�UHVHUYH�IRU�LQFRPH�WD[HV��LQFOXGLQJ�JURVV�LQWHUHVW�DQG�SHQDOWLHV��ZDV�
���������� DV�RI�'HFHPEHU�����������ZKLFK�LQFOXGHG����������� FODVVLILHG�DV�D�QRQ�FXUUHQW�OLDELOLW\�DQG�����������
UHFRUGHG�DV�D�UHGXFWLRQ�WR�QRQ�FXUUHQW�GHIHUUHG�WD[�DVVHWV�� 7KH�DPRXQW�RI�JURVV�LQWHUHVW�DQG�SHQDOWLHV�LQFOXGHG�LQ�
WKHVH�EDODQFHV�ZDV��������� DQG��������� DV�RI�'HFHPEHU����������DQG�'HFHPEHU�����������UHVSHFWLYHO\�� ,I�WKH�
&RPSDQ\µV�WD[�SRVLWLRQV�ZHUH�VXVWDLQHG�RU�WKH�VWDWXWHV�RI�OLPLWDWLRQV�UHODWHG�WR�FHUWDLQ�SRVLWLRQV�H[SLUHG��WKHVH�UHVHUYHV�
ZRXOG�EH�UHOHDVHG�DQG�LQFRPH�WD[�H[SHQVH�ZRXOG�EH�UHGXFHG�LQ�D�IXWXUH�SHULRG��$V�D�UHVXOW�RI�WKH�H[SLUDWLRQ�RI�FHUWDLQ�
VWDWXWHV�RI�OLPLWDWLRQV��WKHUH�LV�D�SRWHQWLDO�WKDW�D�SRUWLRQ�RI�WKHVH�UHVHUYHV�FRXOG�EH�UHOHDVHG��ZKLFK�ZRXOG�GHFUHDVH�
LQFRPH�WD[�H[SHQVH�E\�DSSUR[LPDWHO\����������� WR����������� RYHU�WKH�QH[W�WZHOYH�PRQWKV�

7KH�&RPSDQ\�KDV�GHILQHG�LWV�PDMRU�WD[�MXULVGLFWLRQV�DV�WKH�8QLWHG�6WDWHV��,UHODQG��DQG�&KLQD��DQG�ZLWKLQ�WKH�8QLWHG�
6WDWHV��0DVVDFKXVHWWV�� :LWKLQ�WKH�8QLWHG�6WDWHV��WKH�WD[�\HDUV������WKURXJK������UHPDLQ�RSHQ�WR�H[DPLQDWLRQ�E\�
WKH�,QWHUQDO�5HYHQXH�6HUYLFH�DQG�YDULRXV�VWDWH�WD[LQJ�DXWKRULWLHV�� 7KH�WD[�\HDUV������WKURXJK������UHPDLQ�RSHQ�WR�
H[DPLQDWLRQ�E\�YDULRXV�WD[LQJ�DXWKRULWLHV�LQ�RWKHU�MXULVGLFWLRQV�LQ�ZKLFK�WKH�&RPSDQ\�RSHUDWHV��

,Q�������WKH�&RPSDQ\�ILQDOL]HG�DQ�$GYDQFHG�3ULFLQJ�$JUHHPHQW��$3$��ZLWK�-DSDQ�WKDW�ZLOO�FRYHU�WD[�\HDUV������WKURXJK�
������ZLWK�D�UHTXHVWHG�H[WHQVLRQ�WR������� 7KH�&RPSDQ\�KDV�FRQFOXGHG�QHJRWLDWLRQV�IRU�DQ�$3$ EHWZHHQ�-DSDQ�DQG�
,UHODQG�WKDW�ZLOO�FRYHU�WD[�\HDUV������WKURXJK������ZLWK�UHWURDFWLYH�DSSOLFDWLRQ�WR������� 7KH�&RPSDQ\�EHOLHYHV�LW�LV�
DGHTXDWHO\�UHVHUYHG�IRU�WKHVH�RSHQ�\HDUV�
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'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

'HFHPEHU����

���� ����

1RQ�FXUUHQW�GHIHUUHG�WD[�DVVHWV�

6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH � ������ � ������

)HGHUDO�DQG�VWDWH�WD[�FUHGLW�FDUU\IRUZDUGV ����� �����

%RQXVHV��FRPPLVVLRQV��DQG�RWKHU�FRPSHQVDWLRQ ����� �����

,QYHQWRU\�DQG�UHYHQXH�UHODWHG ����� �����

'HSUHFLDWLRQ ����� �����

2WKHU ����� �����

*URVV�QRQ�FXUUHQW�GHIHUUHG�WD[�DVVHWV ������ ������

1RQ�FXUUHQW�GHIHUUHG�WD[�OLDELOLWLHV�

1RQGHGXFWLEOH�LQWDQJLEOH�DVVHWV ���� �����

*URVV�QRQ�FXUUHQW�GHIHUUHG�WD[�OLDELOLWLHV ���� �����

9DOXDWLRQ�DOORZDQFH ������� �������

1HW�QRQ�FXUUHQW�GHIHUUHG�WD[�DVVHWV � ������ � ������

1RQ�FXUUHQW�GHIHUUHG�WD[�OLDELOLWLHV�

��2WKHU � ����� � ±

1HW�QRQ�FXUUHQW�GHIHUUHG�WD[�OLDELOLWLHV � ����� � ±

,Q�������WKH�&RPSDQ\�UHFRUGHG�D�YDOXDWLRQ�DOORZDQFH�RI����������� IRU�VWDWH�UHVHDUFK�DQG�GHYHORSPHQW�WD[�FUHGLWV�
WKDW�ZHUH�QRW�FRQVLGHUHG�WR�EH�UHDOL]DEOH�� 6KRXOG�WKHVH�FUHGLWV�EH�XWLOL]HG�LQ�D�IXWXUH�SHULRG��WKH�UHVHUYH�DVVRFLDWHG�
ZLWK�WKHVH�FUHGLWV�ZRXOG�EH�UHYHUVHG�LQ�WKH�SHULRG�ZKHQ�LW�LV�GHWHUPLQHG�WKDW�WKH�FUHGLWV�FDQ�EH�XWLOL]HG�WR�RIIVHW�IXWXUH�
VWDWH�LQFRPH�WD[�OLDELOLWLHV�� ,Q�DGGLWLRQ��WKH�&RPSDQ\�KDG����������� RI�VWDWH�UHVHDUFK�DQG�GHYHORSPHQW�WD[�FUHGLW�
FDUU\IRUZDUGV��QHW�RI�IHGHUDO�WD[��DV�RI�'HFHPEHU�����������ZKLFK�ZLOO�EHJLQ�WR�H[SLUH�LQ������

:KLOH�WKH�GHIHUUHG�WD[�DVVHWV��QHW�RI�YDOXDWLRQ�DOORZDQFH��DUH�QRW�DVVXUHG�RI�UHDOL]DWLRQ��PDQDJHPHQW�KDV�HYDOXDWHG�
WKH�UHDOL]DELOLW\�RI�WKHVH�GHIHUUHG�WD[�DVVHWV�DQG�KDV�GHWHUPLQHG�WKDW�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�WKHVH�DVVHWV�ZLOO�EH�
UHDOL]HG�� ,Q�UHDFKLQJ�WKLV�FRQFOXVLRQ��ZH�KDYH�HYDOXDWHG�FHUWDLQ�UHOHYDQW�FULWHULD�LQFOXGLQJ�WKH�&RPSDQ\µV�KLVWRULFDO�
SURILWDELOLW\�� FXUUHQW� SURMHFWLRQV� RI� IXWXUH� SURILWDELOLW\�� DQG� WKH� OLYHV� RI� WD[� FUHGLWV�� QHW� RSHUDWLQJ� ORVVHV�� DQG� RWKHU�
FDUU\IRUZDUGV�� 6KRXOG�WKH�&RPSDQ\�IDLO�WR�JHQHUDWH�VXIILFLHQW�SUH�WD[�SURILWV�LQ�IXWXUH�SHULRGV��ZH�PD\�EH�UHTXLUHG�WR�
HVWDEOLVK�YDOXDWLRQ�DOORZDQFHV�DJDLQVW�WKHVH�GHIHUUHG�WD[�DVVHWV��UHVXOWLQJ�LQ�D�FKDUJH�WR�FXUUHQW�RSHUDWLRQV�LQ�WKH�
SHULRG�RI�GHWHUPLQDWLRQ�

2Q�-XO\����������WKH�&RPSDQ\�FRPSOHWHG�WKH�VDOH�RI�LWV�6XUIDFH�,QVSHFWLRQ�6\VWHPV�'LYLVLRQ��6,6'��� $ SUH�WD[�JDLQ�
RI� ������������ DQG�DVVRFLDWHG�LQFRPH�WD[�H[SHQVH�RI������������ ZDV�UHFRUGHG�LQ������

&DVK�SDLG�IRU�LQFRPH�WD[HV�WRWDOHG�������������LQ�������������������LQ�������DQG�������������LQ��������7KH������
LQFRPH�WD[�SD\PHQWV�LQFOXGHG�UHPLWWDQFHV�UHODWHG�WR�WKH�VDOH�RI�6,6'�

127(������:HLJKWHG�$YHUDJH�6KDUHV

:HLJKWHG�DYHUDJH�VKDUHV�ZHUH�FDOFXODWHG�DV�IROORZV��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����

���� ���� ����

%DVLF�ZHLJKWHG�DYHUDJH�FRPPRQ�VKDUHV�RXWVWDQGLQJ ������� ������� �������

(IIHFW�RI�GLOXWLYH�VWRFN�RSWLRQV ����� ����� �����

'LOXWHG�ZHLJKWHG�DYHUDJH�FRPPRQ�DQG�FRPPRQ�HTXLYDOHQW
VKDUHV�RXWVWDQGLQJ ������� ������� �������

6WRFN�RSWLRQV�WR�SXUFKDVH�����������������������DQG���������� VKDUHV�RI�FRPPRQ�VWRFN��RQ�D�ZHLJKWHG�DYHUDJH�
EDVLV��ZHUH�RXWVWDQGLQJ�LQ�������������DQG�������UHVSHFWLYHO\��EXW�ZHUH�QRW�LQFOXGHG�LQ�WKH�FDOFXODWLRQ�RI�GLOXWLYH�QHW�
LQFRPH�SHU�VKDUH�EHFDXVH�WKH\�ZHUH�DQWL�GLOXWLYH�



��

&2*1(;�&25325$7,21���127(6�72�&2162/,'$7('�),1$1&,$/�67$7(0(176

127(������6HJPHQW�DQG�*HRJUDSKLF�,QIRUPDWLRQ

2Q�-XO\����������WKH�&RPSDQ\�FRPSOHWHG�WKH�VDOH�RI�LWV�6XUIDFH�,QVSHFWLRQ�6\VWHPV�'LYLVLRQ��6,6'����3ULRU�WR�WKLV�
GDWH�� WKH�&RPSDQ\�KDG� UHSRUWHG�6,6'�DV�RQH�RI� LWV� WZR�VHJPHQWV�� *LYHQ� WKH�GLVSRVLWLRQ�RI� WKH�6,6'�VHJPHQW��
PDQDJHPHQW�UHYLHZHG�LWV�VHJPHQW�UHSRUWLQJ�DQG�FRQFOXGHG�WKDW�WKH�&RPSDQ\�QRZ�RSHUDWHV�LQ�RQH�VHJPHQW��PDFKLQH�
YLVLRQ� WHFKQRORJ\�� 2SHUDWLQJ� VHJPHQWV�ZHUH� QRW� DJJUHJDWHG� LQ� UHDFKLQJ� WKLV� FRQFOXVLRQ�� 7KH�&RPSDQ\µV FKLHI�
RSHUDWLQJ�GHFLVLRQ�PDNHU� LV� WKH�FKLHI�H[HFXWLYH�RIILFHU� ZKR�PDNHV�GHFLVLRQV� WR�DOORFDWH� UHVRXUFHV�DQG�DVVHVVHV�
SHUIRUPDQFH�DW�WKH�FRUSRUDWH�OHYHO��7KH�&RPSDQ\�RIIHUVD�YDULHW\�RI�PDFKLQH�YLVLRQ�SURGXFWV�WKDW�KDYH�VLPLODU�HFRQRPLF�
FKDUDFWHULVWLFV��KDYH�WKH�VDPH�SURGXFWLRQ�SURFHVVHV��DQG�DUH�GLVWULEXWHG�E\�WKH�VDPH�VDOHV�FKDQQHOV�WR�WKH�VDPH�
W\SHV�RI�FXVWRPHUV�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�LQIRUPDWLRQ�DERXW�JHRJUDSKLF�DUHDV��LQ�WKRXVDQGV��

8QLWHG�6WDWHV (XURSH *UHDWHU�&KLQD 2WKHU 7RWDO

<HDU�(QGHG�'HFHPEHU���������

5HYHQXH � ������� � ������� � ������� � ������� � �������

/RQJ�OLYHG�DVVHWV ������ ������ ����� ����� � ������

<HDU�(QGHG�'HFHPEHU���������

5HYHQXH � ������� � ������� � ������ � ������ � �������

/RQJ�OLYHG�DVVHWV ������ ������ ��� ����� � ������

<HDU�(QGHG�'HFHPEHU���������

5HYHQXH � ������� � ������� � ������ � ������ � �������

/RQJ�OLYHG�DVVHWV ������ ������ ��� ����� � ������

5HYHQXH�LV�SUHVHQWHG�JHRJUDSKLFDOO\�EDVHG�XSRQ�WKH�FXVWRPHUµV�FRXQWU\�RI�GRPLFLOH��5HYHQXH�IURP�D�VLQJOH�FXVWRPHU�
DFFRXQWHG�IRU�����������DQG���� RI�WRWDO�UHYHQXH�LQ�������������DQG�������UHVSHFWLYHO\��

127(������'LVFRQWLQXHG�2SHUDWLRQV

2Q�-XO\����������WKH�&RPSDQ\�FRPSOHWHG�WKH�VDOH�RI�LWV�6XUIDFH�,QVSHFWLRQ�6\VWHPV�'LYLVLRQ��6,6'��WR�$0(7(.��,QF��
�$0(7(.��IRU������������� LQ�FDVK�� 7UDQVDFWLRQ�FRVWV�WRWDOHG����������� DQG�LQFOXGHG����������� RI�VWRFN�RSWLRQ�
H[SHQVH�IURP�WKH�DFFHOHUDWHG�YHVWLQJ�RI�VWRFN�RSWLRQV�LQ�FRQQHFWLRQ�ZLWK�WKH�VDOH��

7KH�ILQDQFLDO�UHVXOWV�RI�6,6'�DUH�UHSRUWHG�DV�D�GLVFRQWLQXHG�RSHUDWLRQ�IRU�DOO�SHULRGV�SUHVHQWHG�� ,Q�������D�SUH�WD[�
JDLQ�RI������������� DQG�DVVRFLDWHG�LQFRPH�WD[�H[SHQVH�RI������������ ZDV�UHFRUGHG�LQ��1HW�LQFRPH��ORVV��IURP�
GLVFRQWLQXHG�RSHUDWLRQV��RQ�WKH�&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV�� $ ELQGLQJ�DUELWUDWLRQ�ZDV�FRQFOXGHG�LQ������
ZLWK�UHVSHFW�WR�FHUWDLQ�SURGXFW�SHUIRUPDQFH�FODLPV�PDGH�E\�DQ�6,6'�FXVWRPHU��IRU�ZKLFK�WKH�&RPSDQ\�UHPDLQHG�
UHVSRQVLEOH�XQGHU�WKH�LQGHPQLW\�SURYLVLRQV�RI�WKH�VDOH�WUDQVDFWLRQ��,Q�WKDW�SURFHHGLQJ��WKH�WULEXQDO�RUGHUHG�WKH�&RPSDQ\�
WR�SD\�WKH�FXVWRPHU�DSSUR[LPDWHO\�����������SULPDULO\� UHSUHVHQWLQJ�D�UHIXQG�RI� WKH�SURGXFW�SXUFKDVH�SULFH�� 7KH�
WULEXQDO�DOVR�RUGHUHG�WKH�FXVWRPHU�WR�SD\�WKH�&RPSDQ\�DSSUR[LPDWHO\����������SULPDULO\�UHSUHVHQWLQJ�UHLPEXUVHPHQW�
RI�OHJDO�IHHV�� 7KH�QHW�VHWWOHPHQW�RI��������� ZDV�UHFRUGHG�LQ�GLVFRQWLQXHG�RSHUDWLRQV�LQ�������DORQJ�ZLWK���������
RI�OHJDO�IHHV��7KH�WD[�EHQHILW�UHODWHG�WR�WKLV�H[SHQVH�ZDV�����������UHVXOWLQJ�LQ�D�QHW�ORVV�IURP�GLVFRQWLQXHG�RSHUDWLRQV�
RI����������



��

7KH�PDMRU�FODVVHV�RI�UHYHQXH�DQG�H[SHQVH�LQFOXGHG�LQ�GLVFRQWLQXHG�RSHUDWLRQV�ZHUH�DV�IROORZV��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����

���� ���� ����

5HYHQXH � ± � ± � ������

&RVW�RI�UHYHQXH ± ± ��������

5HVHDUFK��GHYHORSPHQW��DQG�HQJLQHHULQJ�H[SHQVHV ± ± �������

6HOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH�H[SHQVHV ± ± �������

)RUHLJQ�FXUUHQF\�ORVV ± ± �����

2SHUDWLQJ�LQFRPH�IURP�GLVFRQWLQXHG�EXVLQHVV ± ± �����

*DLQ��ORVV��RQ�VDOH�RI�GLVFRQWLQXHG�EXVLQHVV ± ����� �������

,QFRPH�IURP�GLVFRQWLQXHG�RSHUDWLRQV�EHIRUH�LQFRPH�WD[�H[SHQVH ± ����� �������

,QFRPH�WD[�H[SHQVH��EHQHILW��RQ�GLVFRQWLQXHG�RSHUDWLRQV ± ����� ������

1HW�LQFRPH��ORVV��IURP�GLVFRQWLQXHG�RSHUDWLRQV � ± � ����� � ������

6LJQLILFDQW�QRQ�FDVK�LWHPV�UHODWHG�WR�WKH�GLVFRQWLQXHG�EXVLQHVV�ZHUH�DV�IROORZV��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����

���� ���� ����

6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH � ± � ± � �����

'HSUHFLDWLRQ�H[SHQVH ± ± ���

$PRUWL]DWLRQ�H[SHQVH ± ± ���

&DSLWDO�H[SHQGLWXUHV ± ± ���

127(������$FTXLVLWLRQV

7KH�&RPSDQ\�FRPSOHWHG�D�WRWDO�RI�VHYHQ EXVLQHVV�DFTXLVLWLRQV�LQ�������������DQG������� $OO�RI�WKHVH�WUDQVDFWLRQV�
ZHUH�DFFRXQWHG�IRU�DV�EXVLQHVV�FRPELQDWLRQV�� 3UR�IRUPD�LQIRUPDWLRQ�IRU�WKHVH�DFTXLVLWLRQV�LV�QRW�SUHVHQWHG�EHFDXVH�
WKH\�DUH�QRW�VLJQLILFDQW��HLWKHU�LQGLYLGXDOO\�RU�LQ�WKH�DJJUHJDWH��5HYHQXH�DQG�HDUQLQJV�VLQFH�WKH�GDWHV�RI�WKH�DFTXLVLWLRQV�
LQFOXGHG� LQ� WKH�&RPSDQ\
V�&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV�DUH�DOVR�QRW�SUHVHQWHG�EHFDXVH� WKH\�DUH�QRW�
PDWHULDO�� 7UDQVDFWLRQ�FRVWV�ZHUH�LPPDWHULDO�DQG�ZHUH�H[SHQVHG�DV�LQFXUUHG��

$VVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�KDYH�EHHQ�UHFRUGHG�DW�WKHLU�HVWLPDWHG�IDLU�YDOXHV�DV�RI�WKH�DFTXLVLWLRQ�GDWH��
&RQWLQJHQW�FRQVLGHUDWLRQ�LV�UHPHDVXUHG�HDFK�UHSRUWLQJ�SHULRG�ZLWK�FKDQJHV�LQ�IDLU�YDOXH�UHFRUGHG�LQ��2WKHU�LQFRPH�
�H[SHQVH���RQ�WKH�&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV��

*9L�9HQWXUHV��,QF�

2Q�$SULO�����������WKH�&RPSDQ\�DFTXLUHG�VHOHFWHG�DVVHWV�DQG�DVVXPHG�VHOHFWHG�OLDELOLWLHV�RI�*9L�9HQWXUHV��,QF���D�
SULYDWHO\�KHOG�PDNHU�RI�SUH�FRQILJXUHG�YLVLRQ�VROXWLRQV�IRU�FRPPRQ�DXWRPRWLYH�DSSOLFDWLRQV�EDVHG�LQ�WKH�8QLWHG�6WDWHV��
7KH�WRWDO�SXUFKDVH�SULFH�RI����������� LQFOXGHG�FDVK�SD\PHQW�RI����������� DQG�FRQWLQJHQW�FRQVLGHUDWLRQ�YDOXHG�DW�
���������� DV� RI� WKH� DFTXLVLWLRQ� GDWH�� ,Q� DGGLWLRQ�� WKH�&RPSDQ\� HQWHUHG� LQWR� VSHFLDO� LQFHQWLYH� SD\PHQWV� WLHG� WR�
HPSOR\PHQW��QRQH�RI�ZKLFK�DUH�PDWHULDO��WKDW�WKH�&RPSDQ\�ZLOO�UHFRUG�DV�FRPSHQVDWLRQ�H[SHQVH��

7KH�XQGLVFRXQWHG�SRWHQWLDO�RXWFRPHV�UHODWHG�WR�WKH�FRQWLQJHQW�FRQVLGHUDWLRQ�UDQJH�IURP��� WR����������� EDVHG�XSRQ�
FHUWDLQ�PLOHVWRQH� UHYHQXH� OHYHOV�RYHU� WKH�QH[W� ILYH \HDUV�� ,Q������� WKH�&RPSDQ\� UHFRUGHG�D��������� H[SHQVH�
UHSUHVHQWLQJ� D� IDLU� YDOXH� DGMXVWPHQW� LQ� RWKHU� H[SHQVH��ZKLFK� LQFUHDVHG� WKH� OLDELOLW\� DPRXQW� WR� ���������� DV� RI�
'HFHPEHU�����������

8QGHU�WKLV�WUDQVDFWLRQ��LQ�DGGLWLRQ�WR�FXVWRPHU�UHODWLRQVKLSV�DQG�FRPSOHWHG�WHFKQRORJLHV��WKH�&RPSDQ\�DFTXLUHG�D�
WHDP�RI�VRIWZDUH�HQJLQHHUV�WKDW�DUH�H[SHFWHG�WR�GHYHORS�QHZ�SURGXFWV�DQG�LQFUHDVH�WKH�&RPSDQ\
V�DELOLW\�WR�VHUYH�
ODUJH�FXVWRPHUV�LQ�WKH�DXWRPRWLYH�LQGXVWU\��



��

7KH�SXUFKDVH�SULFH�ZDV�DOORFDWHG�DV�IROORZV��LQ�WKRXVDQGV��

$FFRXQWV�UHFHLYDEOH � ���

,QYHQWRULHV ���

3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV �

$FFRXQWV�SD\DEOH �����

$FFUXHG�H[SHQVHV ����

&RPSOHWHG�WHFKQRORJLHV ���

&XVWRPHU�UHODWLRQVKLSV �����

*RRGZLOO �����

3XUFKDVH�SULFH � �����

7KH�FXVWRPHU�UHODWLRQVKLSV�DQG�FRPSOHWHG�WHFKQRORJLHV�DUH�LQFOXGHG�LQ��,QWDQJLEOH�DVVHWV��RQ�WKH�&RQVROLGDWHG�%DODQFH�
6KHHW�� 7KH�FXVWRPHU�UHODWLRQVKLSV�DUH�EHLQJ�DPRUWL]HG�WR�VHOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH�H[SHQVHV�RYHU�HLJKW
\HDUV��DQG�WKH�FRPSOHWHG�WHFKQRORJLHV�DUH�EHLQJ�DPRUWL]HG�WR�FRVW�RI�UHYHQXH�RYHU�ILYH \HDUV��ERWK�RQ�D�VWUDLJKW�OLQH�
EDVLV�� 7KH�SRUWLRQ�RI�WKH�DFTXLUHG�JRRGZLOO�GHGXFWLEOH�IRU�WD[�SXUSRVHV�LV�����������

9L'L�6\VWHPV�6�$�

2Q�$SULO����������WKH�&RPSDQ\�DFTXLUHG�DOO�RI�WKH�RXWVWDQGLQJ�VKDUHV�RI�9L'L�6\VWHPV��6�$���9L'L���D�SULYDWHO\�KHOG�
YLVLRQ�VRIWZDUH�FRPSDQ\�EDVHG�LQ�6ZLW]HUODQG�� 7KH�WRWDO�SXUFKDVH�SULFH�RI������������ LQFOXGHG�FDVK�SD\PHQW�RI�
�������������ZLWK�WKH�UHPDLQLQJ����������� UHFRUGHG�DV�D�KROGEDFN�WR�VHFXUH�SRWHQWLDO�FODLPV�XQGHU�WKH�DJUHHPHQW��
7KH�KROGEDFN�OLPLWDWLRQ�SHULRG�LV��� PRQWKV�IURP�WKH�DFTXLVLWLRQ�GDWH�� ,Q�DGGLWLRQ��WKH�&RPSDQ\�HQWHUHG�LQWR�D�VSHFLDO�
LQFHQWLYH�SD\PHQW�WLHG�WR�HPSOR\PHQW��ZKLFK�LV�QRW�PDWHULDO��WKDW�WKH�&RPSDQ\�ZLOO�UHFRUG�DV�FRPSHQVDWLRQ�H[SHQVH�

8QGHU�WKLV�WUDQVDFWLRQ��LQ�DGGLWLRQ�WR�FRPSOHWHG�WHFKQRORJLHV��WKH�&RPSDQ\�DFTXLUHG�D�WHDP�RI�VRIWZDUH�HQJLQHHUV�
WKDW�DUH�H[SHFWHG�WR�KHOS�WKH�&RPSDQ\�EURDGHQ�WKH�VFRSH�RI�DSSOLFDWLRQV�WKDW�FDQ�EH�DGGUHVVHG�ZLWK�&RJQH[�YLVLRQ��
9L'L
V�GHHS�OHDUQLQJ�VRIWZDUH�XVHV�DUWLILFLDO�LQWHOOLJHQFH�WHFKQLTXHV�WR�LPSURYH�LPDJH�DQDO\VLV�LQ�DSSOLFDWLRQV�ZKHUH�LW�
LV�GLIILFXOW�WR�SUHGLFW�WKH�IXOO�UDQJH�RI�LPDJH�YDULDWLRQV�WKDW�PLJKW�EH�HQFRXQWHUHG�� 8VLQJ�IHHGEDFN��9L'L
V�VRIWZDUH�
WUDLQV�WKH�V\VWHP�WR�GLVWLQJXLVK�EHWZHHQ�DFFHSWDEOH�YDULDWLRQV�DQG�GHIHFWV��

7KH�SXUFKDVH�SULFH�ZDV�DOORFDWHG�DV�IROORZV��LQ�WKRXVDQGV��

&DVK � ���

$FFRXQWV�UHFHLYDEOH ���

3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV ���

3URSHUW\��SODQW��DQG�HTXLSPHQW ��

'HIHUUHG�LQFRPH�WD[�DVVHW ���

$FFRXQWV�SD\DEOH ����

$FFUXHG�H[SHQVHV �����

'HIHUUHG�LQFRPH�WD[�OLDELOLW\ �������

1RQ�FRPSHWH�DJUHHPHQW ���

&RPSOHWHG�WHFKQRORJLHV �����

*RRGZLOO ������

3XUFKDVH�SULFH � ������

7KH� QRQ�FRPSHWH� DJUHHPHQW� DQG� FRPSOHWHG� WHFKQRORJ\� DUH� LQFOXGHG� LQ� �,QWDQJLEOH� DVVHWV�� RQ� WKH�&RQVROLGDWHG�
%DODQFH�6KHHW�� 7KH�QRQ�FRPSHWH�DJUHHPHQW�ZLOO�EH�DPRUWL]HG�WR�UHVHDUFK��GHYHORSPHQW�DQG�HQJLQHHULQJ�H[SHQVHV�
RYHU�WKUHH \HDUV��DQG�WKH�FRPSOHWHG�WHFKQRORJ\�ZLOO�EH�DPRUWL]HG�WR�FRVW�RI�UHYHQXH�RYHU�VL[ \HDUV��ERWK�RQ�D�VWUDLJKW�
OLQH�EDVLV�� 7KH�SRUWLRQ�RI�WKH�DFTXLUHG�JRRGZLOO�GHGXFWLEOH�IRU�WD[�SXUSRVHV�LV������������



��

:HEVFDQ��,QF��

2Q�'HFHPEHU����������WKH�&RPSDQ\�DFTXLUHG�VHOHFWHG�DVVHWV�DQG�DVVXPHG�VHOHFWHG�OLDELOLWLHV�RI�:HEVFDQ��,QF���D�
SULYDWHO\�KHOG�8�6��EDVHG�,'�SURYLGHU�RI�EDUFRGH�YHULILHUV��7KH�WRWDO�SXUFKDVH�SULFH�RI����������� LQFOXGHG������������
LQ�FDVK�SDLG�XSRQ�FORVLQJ�DQG����������LQ�FDVK�SDLG�LQ�-DQXDU\������DV�D�ZRUNLQJ�FDSLWDO�DGMXVWPHQW���7KHUH�DUH�QR�
FRQWLQJHQW�SD\PHQWV���,Q�DGGLWLRQ��WKH�&RPSDQ\�HQWHUHG�LQWR�VSHFLDO�LQFHQWLYH�SD\PHQWV�WLHG�WR�HPSOR\PHQW��QRQH�RI�
ZKLFK�DUH�PDWHULDO��WKDW�WKH�&RPSDQ\�ZLOO�UHFRUG�DV�FRPSHQVDWLRQ�H[SHQVH��

8QGHU�WKLV�WUDQVDFWLRQ��LQ�DGGLWLRQ�WR�FXVWRPHU�UHODWLRQVKLSV�DQG�FRPSOHWHG�WHFKQRORJLHV��WKH�&RPSDQ\�DFTXLUHG�D�
WHDP�RI�LQGLYLGXDOV�LQFOXGLQJ�VRIWZDUH�HQJLQHHUV�WKDW�DUH�H[SHFWHG�WR�KHOS�WKH�&RPSDQ\�DFFHOHUDWH�WKH�GHYHORSPHQW�
RI�IXWXUH�,'�SURGXFWV��

7KH�SXUFKDVH�SULFH�ZDV�DOORFDWHG�DV�IROORZV��LQ�WKRXVDQGV��

$FFRXQWV�UHFHLYDEOH � ���

,QYHQWRULHV ���

3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV �

&XVWRPHU�UHODWLRQVKLSV ���

&RPSOHWHG�WHFKQRORJLHV ���

*RRGZLOO ���

$FFRXQWV�SD\DEOH ����

3XUFKDVH�SULFH � �����

7KH�FXVWRPHU�UHODWLRQVKLSV�DQG�FRPSOHWHG�WHFKQRORJLHV�DUH�LQFOXGHG�LQ��,QWDQJLEOH�DVVHWV��RQ�WKH�&RQVROLGDWHG�%DODQFH�
6KHHW�� 7KH�FXVWRPHU�UHODWLRQVKLSV�DUH�EHLQJ�DPRUWL]HG�WR�VHOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH�H[SHQVHV�RQ�D�VWUDLJKW�
OLQH�EDVLV�RYHU�VHYHQ \HDUV��DQG�WKH�FRPSOHWHG�WHFKQRORJLHV�DUH�EHLQJ�DPRUWL]HG�WR�FRVW�RI�UHYHQXH�RQ�D�VWUDLJKW�OLQH�
EDVLV�RYHU�ILYH \HDUV�� 7KH�SRUWLRQ�RI�WKH�DFTXLUHG�JRRGZLOO�GHGXFWLEOH�IRU�WD[�SXUSRVHV�LV����������

&KLDUR�7HFKQRORJLHV�//&

2Q�1RYHPEHU�����������WKH�&RPSDQ\�DFTXLUHG�VHOHFWHG�DVVHWV�DQG�DVVXPHG�VHOHFWHG�OLDELOLWLHV�RI�&KLDUR�7HFKQRORJLHV�
//&��D�SULYDWHO\�KHOG�8�6��EDVHG��'�YLVLRQ�FRPSDQ\�� 7KH�WRWDO�SXUFKDVH�SULFH�RI����������� LQFOXGHG�FDVK�SD\PHQW�
RI����������� DQG�FRQWLQJHQW�FRQVLGHUDWLRQ�YDOXHG�DW��������� DV�RI�WKH�DFTXLVLWLRQ�GDWH�� ,Q�DGGLWLRQ��WKH�&RPSDQ\�
HQWHUHG�LQWR�VSHFLDO�LQFHQWLYH�SD\PHQWV�WLHG�WR�HPSOR\PHQW��QRQH�RI�ZKLFK�DUH�PDWHULDO��WKDW�WKH�&RPSDQ\�ZLOO�UHFRUG�
DV�FRPSHQVDWLRQ�H[SHQVH��

7KH�XQGLVFRXQWHG�SRWHQWLDO�RXWFRPHV�UHODWHG�WR�WKH�FRQWLQJHQW�FRQVLGHUDWLRQ�UDQJH�IURP��� WR����������� EDVHG�XSRQ�
FHUWDLQ�PLOHVWRQH�UHYHQXH�OHYHOV�RYHU�WKH�QH[W�WKUHH�\HDUV�IURP�WKH�DFTXLVLWLRQ�GDWH�� ,Q�������WKH�&RPSDQ\�UHFRUGHG�
D�������� H[SHQVH�UHSUHVHQWLQJ�D�IDLU�YDOXH�DGMXVWPHQW� LQ�RWKHU�H[SHQVH��ZKLFK� LQFUHDVHG�WKH� OLDELOLW\�DPRXQW�WR�
�������� DV�RI�'HFHPEHU�����������

8QGHU�WKLV�WUDQVDFWLRQ��LQ�DGGLWLRQ�WR�FRPSOHWHG�WHFKQRORJLHV��WKH�&RPSDQ\�DFTXLUHG�D�WHDP�RI�VRIWZDUH�HQJLQHHUV�
WKDW�DUH�H[SHFWHG�WR�KHOS�WKH�&RPSDQ\�DFFHOHUDWH�WKH�GHYHORSPHQW�RI�IXWXUH��'�YLVLRQ�SURGXFWV��



��

7KH�SXUFKDVH�SULFH�ZDV�DOORFDWHG�DV�IROORZV��LQ�WKRXVDQGV��

3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV � �

&RPSOHWHG�WHFKQRORJLHV �����

*RRGZLOO �����

$FFUXHG�H[SHQVHV �����

3XUFKDVH�SULFH � �����

7KH�FRPSOHWHG�WHFKQRORJLHV�DUH�LQFOXGHG�LQ��,QWDQJLEOH�DVVHWV��RQ�WKH�&RQVROLGDWHG�%DODQFH�6KHHW�DQG�DUH�EHLQJ�
DPRUWL]HG�WR�FRVW�RI�UHYHQXH�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�VHYHQ \HDUV�� 7KH�SRUWLRQ�RI�WKH�DFTXLUHG�JRRGZLOO�GHGXFWLEOH�
IRU�WD[�SXUSRVHV�LV����������

(Q6KDSH�*PE+

2Q�2FWREHU�����������WKH�&RPSDQ\�DFTXLUHG�DOO�RI�WKH�RXWVWDQGLQJ�VKDUHV�RI�(Q6KDSH�*PE+��D�SULYDWHO\�KHOG��'�
VHQVRU�SURYLGHU�EDVHG�LQ�*HUPDQ\�� 7KH�WRWDO�SXUFKDVH�SULFH�RI����������� LQFOXGHG����������� LQ�FDVK�SDLG�XSRQ�
FORVLQJ������������ RI�GHIHUUHG�FDVK�SD\PHQWV�DV�D�KROGEDFN�IRU�SRWHQWLDO�LQGHPQLILFDWLRQ�FODLPV�SD\DEOH�LQ�������
DQG����������� RI�FRQWLQJHQW�FDVK�SD\PHQWV�EDVHG�XSRQ�WKH�FRPSOHWLRQ�RI�FHUWDLQ�WDVNV�E\�-XQH�����������7KHVH�
WDVNV�ZHUH�FRPSOHWHG�DQG�WKLV�SD\PHQW�ZDV�PDGH�LQ������� ,Q�DGGLWLRQ��WKH�&RPSDQ\�HQWHUHG�LQWR�VSHFLDO�LQFHQWLYH�
SD\PHQWV�WLHG�WR�HPSOR\PHQW��QRQH�RI�ZKLFK�DUH�PDWHULDO��WKDW�WKH�&RPSDQ\�ZLOO�UHFRUG�DV�FRPSHQVDWLRQ�H[SHQVH��

8QGHU�WKLV�WUDQVDFWLRQ��LQ�DGGLWLRQ�WR�FXVWRPHU�UHODWLRQVKLSV�DQG�FRPSOHWHG�WHFKQRORJLHV��WKH�&RPSDQ\�DFTXLUHG�D�
WHDP�RI�VRIWZDUH�HQJLQHHUV�WKDW�DUH�H[SHFWHG�WR�KHOS�WKH�&RPSDQ\�DFFHOHUDWH�WKH�GHYHORSPHQW�RI� IXWXUH��'�YLVLRQ�
SURGXFWV��

7KH�SXUFKDVH�SULFH�ZDV�DOORFDWHG�DV�IROORZV��LQ�WKRXVDQGV��

&DVK � ���

$FFRXQWV�UHFHLYDEOH �

,QYHQWRULHV ��

3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV �����

3URSHUW\��SODQW��DQG�HTXLSPHQW ��

&XVWRPHU�UHODWLRQVKLSV ���

&RPSOHWHG�WHFKQRORJLHV �����

*RRGZLOO �����

$FFRXQWV�SD\DEOH ���

$FFUXHG�H[SHQVHV �����

$FFUXHG�LQFRPH�WD[HV �������

3XUFKDVH�SULFH � �����

7KH�FXVWRPHU�UHODWLRQVKLSV�DQG�FRPSOHWHG�WHFKQRORJLHV�DUH�LQFOXGHG�LQ��,QWDQJLEOH�DVVHWV��RQ�WKH�&RQVROLGDWHG�%DODQFH�
6KHHW�� 7KH�FXVWRPHU�UHODWLRQVKLSV�DUH�EHLQJ�DPRUWL]HG�WR�VHOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH�H[SHQVHV��DQG�WKH�
FRPSOHWHG�WHFKQRORJLHV�DUH�EHLQJ�DPRUWL]HG�WR�FRVW�RI�UHYHQXH��ERWK�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�VHYHQ \HDUV�� 7KH�
SRUWLRQ�RI�WKH�DFTXLUHG�JRRGZLOO�GHGXFWLEOH�IRU�WD[�SXUSRVHV�LV����������

$46HQVH��6�/�

2Q�$XJXVW�����������WKH�&RPSDQ\�DFTXLUHG�VHOHFWHG�DVVHWV�DQG�DVVXPHG�VHOHFWHG�OLDELOLWLHV�RI�$46HQVH��6�/���D�
SULYDWHO\�KHOG��'�YLVLRQ�VRIWZDUH�SURYLGHU�EDVHG�LQ�6SDLQ�� 7KH�WRWDO�SXUFKDVH�SULFH�RI����������� ZDV�SDLG�LQ�FDVK�
DQG�WKHUH�DUH�QR�FRQWLQJHQW�SD\PHQWV��

8QGHU�WKLV�WUDQVDFWLRQ��LQ�DGGLWLRQ�WR�FXVWRPHU�UHODWLRQVKLSV�DQG�FRPSOHWHG�WHFKQRORJLHV��WKH�&RPSDQ\�DFTXLUHG�D�
WHDP�RI�VRIWZDUH�HQJLQHHUV�WKDW�DUH�H[SHFWHG�WR�KHOS�WKH�&RPSDQ\�DFFHOHUDWH�WKH�GHYHORSPHQW�RI� IXWXUH��'�YLVLRQ�
SURGXFWV��



��

7KH�SXUFKDVH�SULFH�ZDV�DOORFDWHG�DV�IROORZV��LQ�WKRXVDQGV��

$FFRXQWV�UHFHLYDEOH � ���

&XVWRPHU�UHODWLRQVKLSV ���

&RPSOHWHG�WHFKQRORJLHV ���

*RRGZLOO �����

$FFUXHG�H[SHQVHV ����

3XUFKDVH�SULFH � �����

7KH�FRPSOHWHG�WHFKQRORJLHV�DUH�LQFOXGHG�LQ��,QWDQJLEOH�DVVHWV��RQ�WKH�&RQVROLGDWHG�%DODQFH�6KHHW�DQG�WKH\�DUH�EHLQJ�
DPRUWL]HG�WR�FRVW�RI�UHYHQXH�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�ILYH \HDUV�� 7KH�DFTXLUHG�JRRGZLOO�LV�QRW�GHGXFWLEOH�IRU�WD[�
SXUSRVHV��

,Q� WKH� IRXUWK�TXDUWHU�RI������� WKH�&RPSDQ\�GHWHUPLQHG� WKDW� WKH�FDUU\LQJ�YDOXH�RI� WKH�FXVWRPHU� UHODWLRQVKLSV�ZDV�
LPSDLUHG�DQG�UHGXFHG�WKLV�YDOXH�WR�]HUR�� 7KH�LPSDLUPHQW�FKDUJH�ZDV�LQFOXGHG�LQ�VHOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH�
H[SHQVHV�RQ�WKH�&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV�

0DQDWHH�:RUNV��,QF�

2Q�$XJXVW�����������WKH�&RPSDQ\�DFTXLUHG�VHOHFWHG�DVVHWV�RI�0DQDWHH�:RUNV��,QF���0DQDWHH���D�SULYDWHO\�KHOG�8�6��
EDVHG�GHYHORSHU�RI�EDUFRGH�VFDQQLQJ�VRIWZDUH�GHYHORSPHQW�NLWV��6'.V��� 7KH�&RPSDQ\�SODQV�WR�OHYHUDJH�0DQDWHH
V�
FXUUHQW�GHYHORSHU�QHWZRUN�DQG�EXVLQHVV�PRGHO�RI�DWWUDFWLQJ�QHZ�GHYHORSHUV�WR�GULYH�OHDGV�IRU�LWV�,'�SURGXFWV�� 8QGHU�
WKLV�WUDQVDFWLRQ��WKH�&RPSDQ\�DOVR�DFTXLUHG�WHFKQRORJ\�IRU�XVH�LQ�PRELOH�GHYLFHV��

7KH�WRWDO�SXUFKDVH�SULFH�RI����������� LQFOXGHG����������� LQ�FDVK�SDLG�XSRQ�FORVLQJ�DQG�FRQWLQJHQW�FRQVLGHUDWLRQ�
YDOXHG�DW����������� RQ�WKH�DFTXLVLWLRQ�GDWH�� ,Q�������WKH�&RPSDQ\�UHFRUGHG�D��������� EHQHILW�LQ�RWKHU�LQFRPH��
ZKLFK�UHGXFHG�WKH�OLDELOLW\�DPRXQW�WR������������� ,Q�������WKH�&RPSDQ\�SDLG��������� DQG�UHFRUGHG�D���������
EHQHILW�LQ�RWKHU�LQFRPH��ZKLFK�UHGXFHG�WKH�OLDELOLW\�DPRXQW�WR������������� ,Q�������WKH�&RPSDQ\�SDLG��������� DQG�
UHFRUGHG�D��������� EHQHILW�LQ�RWKHU�LQFRPH��ZKLFK�UHGXFHG�WKH�OLDELOLW\�DPRXQW�WR����������� DV�RI�'HFHPEHU�����
������7KH�XQGLVFRXQWHG�SRWHQWLDO�RXWFRPHV�UHODWHG�WR�IXWXUH�FRQWLQJHQW�FRQVLGHUDWLRQ�UDQJH�IURP��� WR�DSSUR[LPDWHO\�
���������� LQ������EDVHG�XSRQ�UHDFKLQJ�FHUWDLQ�PLOHVWRQH�UHYHQXH�OHYHOV��

7KH�SXUFKDVH�SULFH�ZDV�DOORFDWHG�DV�IROORZV��LQ�WKRXVDQGV��

3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV � ��

&XVWRPHU�UHODWLRQVKLSV ���

&RPSOHWHG�WHFKQRORJLHV ���

*RRGZLOO �����

3XUFKDVH�SULFH � �����

7KH�FXVWRPHU�UHODWLRQVKLSV�DQG�FRPSOHWHG�WHFKQRORJLHV�DUH�LQFOXGHG�LQ��,QWDQJLEOH�DVVHWV��RQ�WKH�&RQVROLGDWHG�%DODQFH�
6KHHWV�� 7KH�FXVWRPHU�UHODWLRQVKLSV�DUH�EHLQJ�DPRUWL]HG�WR�VHOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH�H[SHQVHV��DQG�WKH�
FRPSOHWHG�WHFKQRORJLHV�DUH�EHLQJ�DPRUWL]HG�WR�FRVW�RI�UHYHQXH��ERWK�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�ILYH \HDUV�� 7KH�
SRUWLRQ�RI�WKH�DFTXLUHG�JRRGZLOO�GHGXFWLEOH�IRU�WD[�SXUSRVHV�LV�����������

127(������6XEVHTXHQW�(YHQWV

2Q�)HEUXDU\�����������WKH�&RPSDQ\
V�%RDUG�RI�'LUHFWRUV�GHFODUHG�D�FDVK�GLYLGHQG�RI��������SHU�VKDUH���7KH�
GLYLGHQG�LV�SD\DEOH�0DUFK����������WR�DOO�VKDUHKROGHUV�RI�UHFRUG�DV�RI�WKH�FORVH�RI�EXVLQHVV�RQ�0DUFK���������
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4XDUWHU�(QGHG

$SULO���������������������������
����

-XO\������������������������������������
����

2FWREHU������������������������������
����

'HFHPEHU����
����

�,Q�WKRXVDQGV��H[FHSW�SHU�VKDUH�DPRXQWV�

5HYHQXH � ������� � ������� � ������� � �������

*URVV�PDUJLQ ������� ������� ������� �������

2SHUDWLQJ�LQFRPH ������ ������ ������� ������

1HW�LQFRPH��ORVV� � ������ � ������ � ������� � ��������

%DVLF�QHW�LQFRPH��ORVV��SHU�VKDUH���� � ���� � ���� � ���� � ������

'LOXWHG�QHW�LQFRPH��ORVV��SHU�VKDUH�������� � ���� � ���� � ���� � ������

4XDUWHU�(QGHG

$SULO���
����

-XO\���
����

2FWREHU���
����

'HFHPEHU����
����

�,Q�WKRXVDQGV��H[FHSW�SHU�VKDUH�DPRXQWV�

5HYHQXH � ������ � ������� � ������� � �������

*URVV�PDUJLQ ������ ������� ������� �������

2SHUDWLQJ�LQFRPH ������ ������ ������ ������

1HW�LQFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV � ������ � ������ � ������ � ������

1HW�LQFRPH��ORVV��IURP�GLVFRQWLQXHG�RSHUDWLRQV ± ����� ± ±

1HW�LQFRPH � ������ � ������ � ������ � ������

%DVLF�QHW�LQFRPH�SHU�VKDUH�IURP�FRQWLQXLQJ�RSHUDWLRQV���� � ���� � ���� � ���� � ����

%DVLF�QHW�LQFRPH��ORVV��SHU�VKDUH�IURP�GLVFRQWLQXHG�RSHUDWLRQV���� ± ± ± ±

%DVLF�QHW�LQFRPH�SHU�VKDUH���� � ���� � ���� � ���� � ����

'LOXWHG�QHW�LQFRPH�SHU�VKDUH�IURP�FRQWLQXLQJ�RSHUDWLRQV���� � ���� � ���� � ���� � ����

'LOXWHG�QHW�LQFRPH��ORVV��SHU�VKDUH�IURP�GLVFRQWLQXHG�RSHUDWLRQV���� ± ± ± ±

'LOXWHG�QHW�LQFRPH�SHU�VKDUH���� � ���� � ���� � ���� � ����

����3ULRU�SHULRG�UHVXOWV�KDYH�EHHQ�DGMXVWHG�WR�UHIOHFW�WKH�WZR�IRU�RQH�VWRFN�VSOLW�HIIHFWHG�LQ�WKH�IRUP�RI�D�VWRFN�GLYLGHQG�ZKLFK�
RFFXUUHG�LQ�WKH�TXDUWHU�HQGHG�'HFHPEHU����������

����$V�D�UHVXOW�RI�WKH�QHW�ORVV�UHFRUGHG�IRU�WKH�TXDUWHU�HQGHG�'HFHPEHU�����������SRWHQWLDO�FRPPRQ�VWRFN�HTXLYDOHQWV�RI�������
ZHUH�QRW�LQFOXGHG�LQ�WKH�FDOFXODWLRQ�RI�GLOXWHG�QHW�ORVV�SHU�VKDUH�IRU�WKLV�TXDUWHU�



��
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%RDUG�RI�'LUHFWRUV�DQG�6KDUHKROGHUV�
&RJQH[�&RUSRUDWLRQ

2SLQLRQ�RQ�ILQDQFLDO�VWDWHPHQW�VFKHGXOH�

:H KDYH�DXGLWHG�LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�6WDWHV��
�²3&$2%³��WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RI�&RJQH[�&RUSRUDWLRQ�DQG�VXEVLGLDULHV��WKH�²&RPSDQ\³��UHIHUUHG�
WR� LQ�RXU� UHSRUW�GDWHG�)HEUXDU\���������� ZKLFK� LV� LQFOXGHG� LQ� WKH������$QQXDO 5HSRUW�RQ�)RUP����.�RI�&RJQH[�
&RUSRUDWLRQ���,Q�RXU�RSLQLRQ��WKLV�ILQDQFLDO�VWDWHPHQW�VFKHGXOH��ZKHQ�FRQVLGHUHG�LQ�UHODWLRQ�WR�WKH�EDVLF�FRQVROLGDWHG�
ILQDQFLDO�VWDWHPHQWV�WDNHQ�DV�D�ZKROH��SUHVHQWV�IDLUO\��LQ�DOO�PDWHULDO�UHVSHFWV��WKH�LQIRUPDWLRQ�VHW�IRUWK�WKHUHLQ��

%DVLV�IRU�RSLQLRQ�

2XU�DXGLWV�RI�WKH�EDVLF�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGHG�WKH�ILQDQFLDO�VWDWHPHQW�VFKHGXOH�OLVWHG�LQ�WKH�LQGH[�
DSSHDULQJ�XQGHU�,WHP��������ZKLFK�LV�WKH�UHVSRQVLELOLW\�RI�WKH�&RPSDQ\µV�PDQDJHPHQW���:H�DUH�D�SXEOLF�DFFRXQWLQJ�
ILUP�UHJLVWHUHG�ZLWK�WKH�3&$2%�DQG�DUH�UHTXLUHG�WR�EH�LQGHSHQGHQW�ZLWK�UHVSHFW�WR�WKH�&RPSDQ\�LQ�DFFRUGDQFH�ZLWK�
WKH�8�6��IHGHUDO�VHFXULWLHV�ODZV�DQG�WKH�DSSOLFDEOH�UXOHV�DQG�UHJXODWLRQV�RI�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�
DQG�WKH�3&$2%��

�V��*5$17�7+251721�//3

%RVWRQ��0DVVDFKXVHWWV
)HEUXDU\����������
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$GGLWLRQV

'HVFULSWLRQ

%DODQFH�DW
%HJLQQLQJ
RI�3HULRG

&KDUJHG�WR
&RVWV�DQG
([SHQVHV

&KDUJHG
WR�2WKHU
$FFRXQWV 'HGXFWLRQV 2WKHU

%DODQFH�DW
(QG�RI
3HULRG

�,Q�WKRXVDQGV�

5HVHUYH�IRU�8QFROOHFWLEOH�$FFRXQWV
5HFHLYDEOH�

���� � ��� � ��� � ± � ����� �D�� � �� �E�� � �����

���� � ��� � ��� � ± � ���� �D�� � ���� �E�� � ���

���� � ��� � ± � ± � ���� �D�� � ���� �E�� � ���

5HVHUYH�IRU�([FHVV�DQG
2EVROHWH�,QYHQWRU\�

���� � ����� � ����� � ± � ������� �D�� � ��� �F�� � �����

���� � ����� � ����� � ± � ������� �D�� � ���� �F�� � �����

���� � ����� � ����� � ± � ������� �D�� � ����� �F�� � �����

'HIHUUHG�7D[�9DOXDWLRQ�$OORZDQFH�

���� � ����� � ����� � ± � ± � ± � �����

���� � ����� � ��� � ± � ± � ± � �����

���� � ����� � ��� � ± � ± � ���� � �����

�D� 6SHFLILF�ZULWH�RIIV
�E� &ROOHFWLRQV�RI�SUHYLRXVO\�ZULWWHQ�RII�DFFRXQWV�DQG�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�FKDQJHV
�F� )RUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�FKDQJHV



��
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7KHUH�ZHUH�QR�GLVDJUHHPHQWV�ZLWK�DFFRXQWDQWV�RQ�DFFRXQWLQJ�RU�ILQDQFLDO�GLVFORVXUH�GXULQJ������RU������

,7(0��$���&21752/6�$1'�352&('85(6

'LVFORVXUH�&RQWUROV�DQG�3URFHGXUHV

$V�UHTXLUHG�E\�5XOHV���D����DQG���G����RI�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������WKH�&RPSDQ\�KDV�HYDOXDWHG��ZLWK�
WKH�SDUWLFLSDWLRQ�RI�PDQDJHPHQW��LQFOXGLQJ�WKH�&KLHI�([HFXWLYH�2IILFHU DQG�WKH�&KLHI�)LQDQFLDO�2IILFHU� WKH�HIIHFWLYHQHVV�
RI�LWV�GLVFORVXUH�FRQWUROV�DQG�SURFHGXUHV��DV�GHILQHG�LQ�VXFK�UXOHV��DV�RI�WKH�HQG�RI�WKH�SHULRG�FRYHUHG�E\�WKLV�UHSRUW��
%DVHG�RQ�VXFK�HYDOXDWLRQ�� WKH�&KLHI�([HFXWLYH�2IILFHU DQG�&KLHI�)LQDQFLDO�2IILFHU FRQFOXGHG�WKDW�VXFK�GLVFORVXUH�
FRQWUROV�DQG�SURFHGXUHV�ZHUH�HIIHFWLYH�DV�RI�WKDW�GDWH�

0DQDJHPHQWµV�5HSRUW�RQ�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ

0DQDJHPHQW� LV� UHVSRQVLEOH� IRU� HVWDEOLVKLQJ� DQG� PDLQWDLQLQJ� DGHTXDWH� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO� UHSRUWLQJ��
0DQDJHPHQW�KDV�HYDOXDWHG�WKH�HIIHFWLYHQHVV�RI�WKH�&RPSDQ\µV�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�EDVHG�XSRQ�
WKH�IUDPHZRUN�LQ�,QWHUQDO�&RQWURO�°�,QWHJUDWHG�)UDPHZRUN�LVVXHG�LQ������E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�2UJDQL]DWLRQV�
RI�WKH�7UHDGZD\�&RPPLVVLRQ��&262��

%DVHG�XSRQ�RXU�HYDOXDWLRQ��PDQDJHPHQW�KDV�FRQFOXGHG�WKDW�WKH�&RPSDQ\µV�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�
ZDV�HIIHFWLYH�DV�RI�'HFHPEHU����������

$WWHVWDWLRQ�5HSRUW�RI�WKH�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP�RQ�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ

7KH�&RPSDQ\µV�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�'HFHPEHU����������KDV�EHHQ�DXGLWHG�E\�*UDQW�7KRUQWRQ�
//3��DQ�LQGHSHQGHQW�UHJLVWHUHG�SXEOLF�DFFRXQWLQJ�ILUP��DV�VWDWHG�LQ�WKHLU�UHSRUW�ZKLFK�LV�LQFOXGHG�KHUHLQ�

&KDQJHV�LQ�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ

7KHUH�KDYH�EHHQ�QR�FKDQJHV�LQ�WKH�&RPSDQ\µV�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�WKDW�RFFXUUHG�GXULQJ�WKH�IRXUWK�
TXDUWHU�RI�WKH�\HDU�HQGHG�'HFHPEHU��������� WKDW�KDYH�PDWHULDOO\�DIIHFWHG� RU�DUH�UHDVRQDEO\�OLNHO\�WR�PDWHULDOO\�DIIHFW��
WKH�&RPSDQ\µV�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ���7KH�&RPSDQ\�FRQWLQXHV�WR�UHYLHZ�LWV�GLVFORVXUH�FRQWUROV�DQG�
SURFHGXUHV��LQFOXGLQJ�LWV�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��DQG�PD\�IURP�WLPH�WR�WLPH�PDNH�FKDQJHV�DLPHG�DW�
HQKDQFLQJ�WKHLU�HIIHFWLYHQHVV�DQG�WR�HQVXUH�WKDW�WKH�&RPSDQ\µV�V\VWHPV�HYROYH�ZLWK�LWV�EXVLQHVV�
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%RDUG�RI�'LUHFWRUV�DQG�6KDUHKROGHUV
&RJQH[�&RUSRUDWLRQ

2SLQLRQ�RQ�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�
:H�KDYH�DXGLWHG�WKH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�RI�&RJQH[�&RUSRUDWLRQ��D�0DVVDFKXVHWWV�FRUSRUDWLRQ��
DQG�VXEVLGLDULHV��WKH�²&RPSDQ\³��DV�RI�'HFHPEHU�����������EDVHG�RQ�FULWHULD�HVWDEOLVKHG�LQ�WKH������,QWHUQDO�&RQWURO�
,QWHJUDWHG�)UDPHZRUN LVVXHG�E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�2UJDQL]DWLRQV�RI�WKH�7UHDGZD\�&RPPLVVLRQ��&262���
,Q�RXU�RSLQLRQ��WKH�&RPSDQ\�PDLQWDLQHG��LQ�DOO�PDWHULDO�UHVSHFWV��HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�
RI�'HFHPEHU�����������EDVHG�RQ�FULWHULD�HVWDEOLVKHG�LQ�WKH������,QWHUQDO�&RQWURO�,QWHJUDWHG�)UDPHZRUN�LVVXHG�E\�
&262�

:H�DOVR�KDYH�DXGLWHG��LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�
6WDWHV���²3&$2%³���WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RI�WKH�&RPSDQ\�DV�RI�DQG�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����
������DQG�RXU�UHSRUW�GDWHG�)HEUXDU\����������H[SUHVVHG�DQ�XQTXDOLILHG�RSLQLRQ�RQ�WKRVH�ILQDQFLDO�VWDWHPHQWV�

%DVLV�IRU�RSLQLRQ
7KH�&RPSDQ\µV�PDQDJHPHQW�LV�UHVSRQVLEOH�IRU�PDLQWDLQLQJ�HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DQG�IRU�
LWV�DVVHVVPHQW�RI�WKH�HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��LQFOXGHG�LQ�WKH�DFFRPSDQ\LQJ�
0DQDJHPHQWµV�5HSRUW�RQ�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ��2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�
WKH�&RPSDQ\µV�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�EDVHG�RQ�RXU�DXGLW��:H�DUH�D�SXEOLF�DFFRXQWLQJ�ILUP�
UHJLVWHUHG�ZLWK�WKH�3&$2%�DQG�DUH�UHTXLUHG�WR�EH�LQGHSHQGHQW�ZLWK�UHVSHFW�WR�WKH�&RPSDQ\�LQ�DFFRUGDQFH�ZLWK�WKH�
8�6��IHGHUDO�VHFXULWLHV�ODZV�DQG�WKH�DSSOLFDEOH�UXOHV�DQG�UHJXODWLRQV�RI�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�
DQG�WKH�3&$2%��

:H�FRQGXFWHG�RXU�DXGLW�LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3&$2%��7KRVH�VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�
SHUIRUP�WKH�DXGLW�WR�REWDLQ�UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�ZDV�
PDLQWDLQHG�LQ�DOO�PDWHULDO�UHVSHFWV��2XU�DXGLW�LQFOXGHG�REWDLQLQJ�DQ�XQGHUVWDQGLQJ�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�
UHSRUWLQJ�� DVVHVVLQJ� WKH� ULVN� WKDW� D� PDWHULDO� ZHDNQHVV� H[LVWV�� WHVWLQJ� DQG� HYDOXDWLQJ� WKH� GHVLJQ� DQG� RSHUDWLQJ�
HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�EDVHG�RQ�WKH�DVVHVVHG�ULVN��DQG�SHUIRUPLQJ�VXFK�RWKHU�SURFHGXUHV�DV�ZH�FRQVLGHUHG�
QHFHVVDU\�LQ�WKH�FLUFXPVWDQFHV��:H�EHOLHYH�WKDW�RXU�DXGLW�SURYLGHV�D�UHDVRQDEOH�EDVLV�IRU�RXU�RSLQLRQ�

'HILQLWLRQ�DQG�OLPLWDWLRQV�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ
$�FRPSDQ\µV�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LV�D�SURFHVV�GHVLJQHG�WR�SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�
WKH�UHOLDELOLW\�RI�ILQDQFLDO�UHSRUWLQJ�DQG�WKH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�IRU�H[WHUQDO�SXUSRVHV�LQ�DFFRUGDQFH�ZLWK�
JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��$�FRPSDQ\µV�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LQFOXGHV�WKRVH�SROLFLHV�
DQG�SURFHGXUHV�WKDW�����SHUWDLQ�WR�WKH�PDLQWHQDQFH�RI�UHFRUGV�WKDW��LQ�UHDVRQDEOH�GHWDLO��DFFXUDWHO\�DQG�IDLUO\�UHIOHFW�
WKH�WUDQVDFWLRQV�DQG�GLVSRVLWLRQV�RI�WKH�DVVHWV�RI�WKH�FRPSDQ\������SURYLGH�UHDVRQDEOH�DVVXUDQFH�WKDW�WUDQVDFWLRQV�
DUH� UHFRUGHG� DV� QHFHVVDU\� WR� SHUPLW� SUHSDUDWLRQ� RI� ILQDQFLDO� VWDWHPHQWV� LQ� DFFRUGDQFH� ZLWK� JHQHUDOO\� DFFHSWHG�
DFFRXQWLQJ�SULQFLSOHV��DQG�WKDW�UHFHLSWV�DQG�H[SHQGLWXUHV�RI�WKH�FRPSDQ\�DUH�EHLQJ�PDGH�RQO\�LQ�DFFRUGDQFH�ZLWK�
DXWKRUL]DWLRQV� RI� PDQDJHPHQW� DQG� GLUHFWRUV� RI� WKH� FRPSDQ\�� DQG� ���� SURYLGH� UHDVRQDEOH� DVVXUDQFH� UHJDUGLQJ�
SUHYHQWLRQ�RU�WLPHO\�GHWHFWLRQ�RI�XQDXWKRUL]HG�DFTXLVLWLRQ��XVH��RU�GLVSRVLWLRQ�RI�WKH�FRPSDQ\µV�DVVHWV�WKDW�FRXOG�KDYH�
D�PDWHULDO�HIIHFW�RQ�WKH�ILQDQFLDO�VWDWHPHQWV�

%HFDXVH�RI�LWV�LQKHUHQW�OLPLWDWLRQV��LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�PD\�QRW�SUHYHQW�RU�GHWHFW�PLVVWDWHPHQWV��
$OVR��SURMHFWLRQV�RI�DQ\�HYDOXDWLRQ�RI�HIIHFWLYHQHVV�WR�IXWXUH�SHULRGV�DUH�VXEMHFW�WR�WKH�ULVN�WKDW�FRQWUROV�PD\�EHFRPH�
LQDGHTXDWH�EHFDXVH�RI�FKDQJHV�LQ�FRQGLWLRQV��RU�WKDW�WKH�GHJUHH�RI�FRPSOLDQFH�ZLWK�WKH�SROLFLHV�RU�SURFHGXUHV�PD\�
GHWHULRUDWH�

�V��*5$17�7+251721�//3

%RVWRQ��0DVVDFKXVHWWV

)HEUXDU\����������
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,QIRUPDWLRQ�ZLWK�UHVSHFW�WR�'LUHFWRUV�DQG�([HFXWLYH�2IILFHUV�RI�WKH�&RPSDQ\�DQG�WKH�RWKHU�PDWWHUV�UHTXLUHG�E\�,WHP����
VKDOO�EH�LQFOXGHG�LQ�WKH�&RPSDQ\µV�GHILQLWLYH�3UR[\�6WDWHPHQW�IRU�WKH�$QQXDO�0HHWLQJ�RI�6KDUHKROGHUV�WR�EH�KHOG�RQ�
$SULO����������DQG� LV� LQFRUSRUDWHG�KHUHLQ�E\� UHIHUHQFH�� ,Q�DGGLWLRQ��FHUWDLQ� LQIRUPDWLRQ�ZLWK� UHVSHFW� WR�([HFXWLYH�
2IILFHUV�RI�WKH�&RPSDQ\�PD\�EH�IRXQG�LQ�WKH�VHFWLRQ�FDSWLRQHG�²([HFXWLYH�2IILFHUV�RI�WKH�5HJLVWUDQW�³�DSSHDULQJ�LQ�
3DUW�,�°�,WHP��$�RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�

7KH�&RPSDQ\�KDV�DGRSWHG�D�&RGH�RI�%XVLQHVV�&RQGXFW�DQG�(WKLFV�FRYHULQJ�DOO�HPSOR\HHV��ZKLFK�LV�DYDLODEOH��IUHH�
RI�FKDUJH��RQ�WKH�&RPSDQ\µV�ZHEVLWH��ZZZ�FRJQH[�FRP XQGHU��&RPSDQ\�,QYHVWRU�,QIRUPDWLRQ�*RYHUQDQFH����7KH�
&RPSDQ\�LQWHQGV�WR�GLVFORVH�RQ�LWV�ZHEVLWH�DQ\�DPHQGPHQWV�WR�RU�ZDLYHUV�RI�WKH�&RGH�RI�%XVLQHVV�&RQGXFW�DQG�
(WKLFV�RQ�EHKDOI�RI�WKH�&RPSDQ\µV�GLUHFWRUV�DQG�H[HFXWLYH�RIILFHUV�WKDW�ZRXOG�RWKHUZLVH�EH�UHTXLUHG�WR�EH�GLVFORVHG�
XQGHU�WKH�UXOHV�RI�WKH�6(&�RU�7KH�1$6'$4�6WRFN�0DUNHW�//&�

,7(0������(;(&87,9(�&203(16$7,21

,QIRUPDWLRQ�ZLWK�UHVSHFW�WR�H[HFXWLYH�FRPSHQVDWLRQ�DQG�WKH�RWKHU�PDWWHUV�UHTXLUHG�E\�,WHP����VKDOO�EH�LQFOXGHG�LQ�WKH�
&RPSDQ\µV GHILQLWLYH�3UR[\�6WDWHPHQW�IRU�WKH�$QQXDO 0HHWLQJ�RI�6KDUHKROGHUV�WR�EH�KHOG�RQ�$SULO���� ���� DQG�LV�
LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�

,7(0������6(&85,7<�2:1(56+,3�2)�&(57$,1�%(1(),&,$/�2:1(56�$1'�0$1$*(0(17�$1'�5(/$7('�
672&.+2/'(5�0$77(56

,QIRUPDWLRQ�ZLWK� UHVSHFW� WR�VHFXULW\�RZQHUVKLS�DQG� WKH�RWKHU�PDWWHUV� UHTXLUHG�E\� ,WHP����VKDOO�EH� LQFOXGHG� LQ� WKH�
&RPSDQ\µV GHILQLWLYH�3UR[\�6WDWHPHQW�IRU�WKH�$QQXDO 0HHWLQJ�RI�6KDUHKROGHUV�WR�EH�KHOG�RQ�$SULO���� ���� DQG�LV�
LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�

7KH�IROORZLQJ�WDEOH�SURYLGHV�LQIRUPDWLRQ�DV�RI�'HFHPEHU����������UHJDUGLQJ�VKDUHV�RI�FRPPRQ�VWRFN�WKDW�PD\�EH�
LVVXHG�XQGHU�WKH�&RPSDQ\µV�H[LVWLQJ�HTXLW\�FRPSHQVDWLRQ�SODQV�

3ODQ�&DWHJRU\

1XPEHU�RI�VHFXULWLHV�WR�EH
LVVXHG�XSRQ�H[HUFLVH�RI
RXWVWDQGLQJ�RSWLRQV�
ZDUUDQWV��DQG�ULJKWV

:HLJKWHG�DYHUDJH�H[HUFLVH
SULFH�RI�RXWVWDQGLQJ�RSWLRQV�

ZDUUDQWV��DQG��ULJKWV

1XPEHU�RI�VHFXULWLHV
UHPDLQLQJ�DYDLODEOH�IRU�IXWXUH

LVVXDQFH�XQGHU�HTXLW\
FRPSHQVDWLRQ�SODQV

�H[FOXGLQJ�VHFXULWLHV�UHIOHFWHG
LQ�FROXPQ��D��

�D�

(TXLW\�FRPSHQVDWLRQ�SODQV�DSSURYHG
E\�VKDUHKROGHUV���� ���������� ��� � ������� ���������� ���

(TXLW\�FRPSHQVDWLRQ�SODQV�QRW
DSSURYHG�E\�VKDUHKROGHUV���� ������� ��� ������ ±

���������� � ������� ����������

��� ,QFOXGHV�VKDUHV�WR�EH�LVVXHG�XSRQ�H[HUFLVH�RI�RXWVWDQGLQJ�RSWLRQV�XQGHU�WKH�&RPSDQ\µV������6WRFN�,QFHQWLYH�3ODQ�������6WRFN
2SWLRQ�DQG�,QFHQWLYH�3ODQ��DQG�VXEVHTXHQW�WR�VKDUHKROGHU�DSSURYDO��WKH������*HQHUDO�6WRFN�2SWLRQ�3ODQ��DV�DPHQGHG�DQG�UHVWDWHG�

��� ,QFOXGHV�VKDUHV�UHPDLQLQJ�DYDLODEOH�IRU�IXWXUH�LVVXDQFH�XQGHU�WKH�&RPSDQ\µV������6WRFN�2SWLRQ�DQG�,QFHQWLYH�3ODQ�DQG������*HQHUDO
6WRFN�2SWLRQ�3ODQ��DV�DPHQGHG�DQG�UHVWDWHG�

��� ,QFOXGHV�VKDUHV�WR�EH�LVVXHG�XSRQ�WKH�H[HUFLVH�RI�RXWVWDQGLQJ�RSWLRQV�JUDQWHG�SULRU�WR�VKDUHKROGHU�DSSURYDO�XQGHU�WKH������*HQHUDO
6WRFN�2SWLRQ�3ODQ��DV�DPHQGHG�DQG�UHVWDWHG�

��� $OO�UHIHUHQFHV�PDGH�WR�VKDUH�RU�SHU�VKDUH�DPRXQWV�KDYH�EHHQ�DGMXVWHG�WR�UHIOHFW�WKH�WZR�IRU�RQH�VWRFN�VSOLW�ZKLFK�RFFXUUHG�LQ�WKH
IRXUWK�TXDUWHU�RI������

7KH������*HQHUDO�6WRFN�2SWLRQ�3ODQ�ZDV�RULJLQDOO\�DGRSWHG�E\�WKH�%RDUG�RI�'LUHFWRUV�LQ�'HFHPEHU������ZLWKRXW�
VKDUHKROGHU�DSSURYDO�� ,Q�'HFHPEHU�������WKLV�SODQ�UHFHLYHG�VKDUHKROGHU�DSSURYDO�IRU�DQ�DPHQGPHQW�DQG�UHVWDWHPHQW�
RI�WKH�SODQ��H[WHQGLQJ�WKH�SODQ�XQWLO�6HSWHPEHU������� 7KLV�SODQ�SURYLGHV�IRU�WKH�JUDQWLQJ�RI�QRQTXDOLILHG�VWRFN�RSWLRQV�
DQG�LQFHQWLYH�VWRFN�RSWLRQV�WR�DQ\�HPSOR\HH�ZKR�LV�DFWLYHO\�HPSOR\HG�E\�WKH�&RPSDQ\�DQG�LV�QRW�DQ�RIILFHU�RU�GLUHFWRU�
RI�WKH�&RPSDQ\�� 7KH�PD[LPXP�QXPEHU�RI�VKDUHV�RI�FRPPRQ�VWRFN�DYDLODEOH�IRU�JUDQW�XQGHU�WKLV�SODQ�LV������������
VKDUHV�� $OO�RSWLRQ�JUDQWV�PXVW�KDYH�DQ�H[HUFLVH�SULFH�SHU�VKDUH�WKDW�LV�QR�OHVV�WKDQ�WKH�IDLU�PDUNHW�YDOXH�SHU�VKDUH�RI�
WKH�&RPSDQ\µV�FRPPRQ�VWRFN�RQ�WKH�JUDQW�GDWH�DQG�PXVW�KDYH�D�WHUP�WKDW�LV�QR�ORQJHU�WKDQ�WHQ�\HDUV�IURP�WKH�JUDQW�
GDWH�� �����������VWRFN�RSWLRQV�KDYH�EHHQ�JUDQWHG�XQGHU�WKH������*HQHUDO�6WRFN�2SWLRQ�3ODQ�
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,QIRUPDWLRQ�ZLWK�UHVSHFW�WR�FHUWDLQ�UHODWLRQVKLSV�DQG�UHODWHG�WUDQVDFWLRQV�DQG�WKH�RWKHU�PDWWHUV�UHTXLUHG�E\�,WHP����
VKDOO�EH�LQFOXGHG�LQ�WKH�&RPSDQ\µV�GHILQLWLYH�3UR[\�6WDWHPHQW�IRU�WKH�$QQXDO�0HHWLQJ�RI�6KDUHKROGHUV�WR�EH�KHOG�RQ�
$SULO����������DQG�LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�

,7(0������35,1&,3$/�$&&2817,1*�)((6�$1'�6(59,&(6
,QIRUPDWLRQ�ZLWK�UHVSHFW�WR�SULQFLSDO�DFFRXQWLQJ�IHHV�DQG�VHUYLFHV�DQG�WKH�RWKHU�PDWWHUV�UHTXLUHG�E\�,WHP����VKDOO�EH�
LQFOXGHG�LQ�WKH�&RPSDQ\µV�GHILQLWLYH�3UR[\�6WDWHPHQW�IRU�WKH�$QQXDO�0HHWLQJ�RI�6KDUHKROGHUV�WR�EH�KHOG�RQ�$SULO�����
�����DQG�LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�
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��� )LQDQFLDO�6WDWHPHQWV

7KH�ILQDQFLDO�VWDWHPHQWV�DUH�LQFOXGHG�LQ�3DUW�,,�°�,WHP���RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�

��� )LQDQFLDO�6WDWHPHQW�6FKHGXOH

)LQDQFLDO�6WDWHPHQW�6FKHGXOH�,,�LV�LQFOXGHG�LQ�3DUW�,,�°�,WHP���RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP�
���.�

2WKHU�VFKHGXOHV�DUH�RPLWWHG�EHFDXVH�RI�WKH�DEVHQFH�RI�FRQGLWLRQV�XQGHU�ZKLFK�WKH\�DUH�
UHTXLUHG�RU�EHFDXVH�WKH�UHTXLUHG�LQIRUPDWLRQ�LV�SURYLGHG�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�
VWDWHPHQWV�RU�QRWHV�WKHUHWR�

��� ([KLELWV

7KH�([KLELWV�ILOHG�DV�SDUW�RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�DUH�OLVWHG�LQ�WKH�([KLELW�,QGH[��
LPPHGLDWHO\�SUHFHGLQJ�WKH�VLJQDWXUH�SDJH�KHUHWR�
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1RW�DSSOLFDEOH



��

(;+,%,7�,1'(;

(;+,%,7�180%(5

�$ 5HVWDWHG�$UWLFOHV�RI�2UJDQL]DWLRQ�RI�&RJQH[�&RUSRUDWLRQ�HIIHFWLYH�-XQH�����������DV�DPHQGHG�
WKURXJK�0D\����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����RI�&RJQH[
V�4XDUWHUO\�5HSRUW�RQ�
)RUP����4�IRU�WKH�TXDUWHU�HQGHG�-XO\���������>)LOH�1R���������@�

�% $UWLFOHV�RI�$PHQGPHQW�WR�WKH�$UWLFOHV�RI�2UJDQL]DWLRQ�RI�&RJQH[�&RUSRUDWLRQ�HVWDEOLVKLQJ�6HULHV�
(�-XQLRU�3DUWLFLSDWLQJ�3UHIHUUHG�6WRFN��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&RJQH[
V�
4XDUWHUO\�5HSRUW�RQ�)RUP����4�IRU�WKH�TXDUWHU�HQGHG�-XO\���������>)LOH�1R���������@�

�& %\�ODZV�RI�&RJQH[�&RUSRUDWLRQ��DV�DPHQGHG�DQG�UHVWDWHG�WKURXJK�'HFHPEHU���������
�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����RI�&RJQH[µV�4XDUWHUO\�5HSRUW�RQ�)RUP����4�IRU�WKH�
TXDUWHU�HQGHG�-XO\���������>)LOH�1R���������@�

�' $PHQGPHQW�WR�$PHQGHG�DQG�5HVWDWHG�%\�ODZV�RI�&RJQH[�&RUSRUDWLRQ��HIIHFWLYH�0D\���������
�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����RI�&RJQH[
V�4XDUWHUO\�5HSRUW�RQ�)RUP����4�IRU�WKH�
TXDUWHU�HQGHG�-XO\���������>)LOH�1R���������@�

�$ 6SHFLPHQ�&HUWLILFDWH�IRU�6KDUHV�RI�&RPPRQ�6WRFN��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW���WR
&RJQH[
V�5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6���>5HJLVWUDWLRQ�1R����������@�

�% 6KDUHKROGHU�5LJKWV�$JUHHPHQW��GDWHG�'HFHPEHU����������EHWZHHQ�&RJQH[�&RUSRUDWLRQ�DQG�
1DWLRQDO�&LW\�%DQN��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&RJQH[
V�5HJLVWUDWLRQ�6WDWHPHQW�
RQ�)RUP���$�ILOHG�RQ�'HFHPEHU���������>)LOH�1R���������@�

��$� &RJQH[�&RUSRUDWLRQ������1RQ�(PSOR\HH�'LUHFWRU�6WRFN�2SWLRQ�3ODQ��LQFRUSRUDWHG�E\�
UHIHUHQFH�WR�([KLELW�����WR�&RJQH[
V�5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6���>5HJLVWUDWLRQ�1R��
���������@�

��%� $PHQGPHQW�WR�&RJQH[�&RUSRUDWLRQ������1RQ�(PSOR\HH�'LUHFWRU�6WRFN�2SWLRQ�3ODQ��HIIHFWLYH�
DV�RI�-XO\�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW���&�RI�&RJQH[
V�$QQXDO�5HSRUW�RQ�
)RUP����.�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������>)LOH�1R���������@�

��&� &RJQH[�&RUSRUDWLRQ������6WRFN�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�WKH�
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6���>5HJLVWUDWLRQ�1R�����������@�

��'� )LUVW�$PHQGPHQW�WR�WKH�&RJQH[�&RUSRUDWLRQ������6WRFN�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\�
UHIHUHQFH�WR�([KLELW�����WR�&RJQH[
V�5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6���>5HJLVWUDWLRQ�1R��
���������@�

��(� 6HFRQG�$PHQGPHQW�WR�WKH�&RJQH[�&RUSRUDWLRQ������6WRFN�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\�
UHIHUHQFH�WR�([KLELW���)�RI�&RJQH[µV�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�\HDU�HQGHG�
'HFHPEHU����������>)LOH�1R���������@�

��)� $PHQGPHQW�WR�&RJQH[�&RUSRUDWLRQ������6WRFN�,QFHQWLYH�3ODQ��HIIHFWLYH�DV�RI�-XO\����������
�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW���*�RI�&RJQH[
V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�\HDU�
HQGHG�'HFHPEHU����������>)LOH�1R���������@�

��*� &RJQH[�&RUSRUDWLRQ������*HQHUDO�6WRFN�2SWLRQ�3ODQ��DV�DPHQGHG�DQG�UHVWDWHG��ILOHG�KHUHZLWK�

��+� &RJQH[�&RUSRUDWLRQ������6WRFN�2SWLRQ�DQG�,QFHQWLYH�3ODQ��DV�DPHQGHG�DQG�UHVWDWHG��ILOHG�
KHUHZLWK�

��,� )RUP�RI�/HWWHU�$JUHHPHQW�EHWZHHQ�&RJQH[�&RUSRUDWLRQ�DQG�HDFK�RI�5REHUW�-��6KLOOPDQ��3DWULFN�
$� $OLDV�DQG�$QWKRQ\�6XQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW���.�RI�&RJQH[
V�$QQXDO�5HSRUW
RQ�)RUP����.�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������>)LOH�1R���������@�

��-� )RUP�RI�6WRFN�2SWLRQ�$JUHHPHQW��1RQ�4XDOLILHG��XQGHU������6WRFN�,QFHQWLYH�3ODQ�
�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW���/�RI�&RJQH[
V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�\HDU�
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