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,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG DOO UHSRUWYV
GXULQJ WKH SUHFHGLQJ PRQWKYVY RU IRU VXFK VKRUWHU SHULRG WKDW WKH UHJ
UHTXLUHPHQWYV IRBWKR SDVW GD\V

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLWWHG HOHFWURQ

5HIXODWLRQ 6 7 ¢t Rl WKLV FKDSWHU GXULQJ WKH SUHFHGLQJ PRQWKYV R
ILOHMNAY 1Rb

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUDWHG IL

WKH GHILQLWLRQV RI 3ODUJH DFFHOHUDWHG ILOHU ~ 3 DFFHOHUDWHG ILOHU ~ 3VPDOC(
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,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG D UHSRUW RQ DQG
RYHU ILOQODQFLDO UHSRUWLQJ XQGHU 6HFWLRQ E RI WKH 6DUEDQHV 2[OH\ $FW {
LWV DX@LW UHSRUW

.l VHFXULWLHVY DUH UHJLVWHUHG SXUVXDQW WR 6HFWLRQ E RI WKH $FW LQGLFDW
HORAKHFRIFRIROR DOHFURSBYRA® MAXHSIDERDOMAP HYY b

,QGLFDWH E\ FKHFN PDUN ZKHWKHU DQ\ Rl WKRVH HUURU FRUUHFWLRQV DUH UHVWD\
B DQ R \RHGIMIQVH HXYHRIEHY UL \KHUHBYDMBFRHY SHIRGSXMXOQNART " E b

,QGLFDWHFME PDUN ZKHWKHU WKH UHJLVWUDQW LV BHBAKHRO FRPSDQ\ DV GHILQHG LC

7KH DJJUHJDWH PDUNHW YDOXH RI WKH YRWLQJ VWRFANRQHRHS E\ QRQ DIILOLDWHV DP]

7KH QXPEHU Rl VKDUHV RI WKH UHJLYMBLUX@WYYZ IFRPPRYKDURIFMN RXWVWDQGLQJ DV RI
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LQ FRQMXQFWLRQ ZLHDKQ XWIKH AHHWVY QYU RQWWWRFNKROGHUV ZKLFK LV H[SHFWHG WR EH
HQGHEBHPEHU
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YRUZDUG /RRNLQJ ,QIRUPDWLRQ

7KBQQ¥BSRUW RQIRRUWDHIQ GHIEHPEHU LQFGRGEMQ)]), ,WHP S0DQDJHPHQV
$QDO\VLV Rl )LQDQFLDO &RQGIWKIHR O DG BEEGXFHUWRLQSHUBRWRRYYRQ LQFR
ORRNLQJ VWDWHPHQWY ZLWKLQ WKH 3VDIH KDUERU"~ SURYLVLRQV Rl WKH 3U
WKLV UHSRUW LQFOXGH EXW DUH QRW OLPLWHG WR VWDWHPHQWY DERXW
VWUDWHJILHY UHJDUGLQJ WKH IXWXUH

JRUZDUG ORRNLQJ VWDWHPHQWY UHSUHVHQW RXU FXUUHQW H[SHFWDWL
XQFHUWDLQWLHV I WKH ULVNV RU XQFHUWDLQWLHYV RFFXU RU WKH DVVXP!
RU LPSOLHG E\ WKH IRUZDUG ORRNLQJ VWDWHPHQWY 2XU IRUZDUG ORRNLQ

'RUGV VXFK DV ®*H[SHFWV ~ *DQWLFLSDWHY ~ *DLPV ~ 3SURMHFWYV ~ 3LQW
3PD\ ~ 3SRWHQWLDO ~ 3VKRXOG °~ *ZLOO °~ *ZRXOG ~ YDULDWLRQV RI VXFK ZRU(
VWDWHPHQWY 7KHVH IRUZDUG ORRNLQJ VWDWHPHQWY DUH VXEMHFW WR
DFWXDO UHVXOWYV PD\ GLIIHU PDWHULDOO\ DQG DGYHUVHO\ IURP WKRVH H[S
XQFHUWDLQWLEBYUWEHQ WY HLPH G YOM@GMNO)\DHFIKRIUM "'LQ WKLV UHSRUW IRU IDFW
GLIIHUHQW IURP WKRVH H[SUHVVHG LQ WKHVH IRUZDUG ORRNLQJ VWDWHPH
XSGDWH SXEOLFO\ DQ\ IRUZDUG ORRNLQJ VWDWHPHQWYV IRU DQ\ UHDVRQ

JRUZDUG ORRNLQJ VWDWHPHQWY LQ WKLV UHSRUW LQFOXGH ZLWKRXW C

$ RXU EHOLHI WKDW WKH SUHVVXUH H[FKDQJHU LVH®WEXBWIHYG K¥WWH U WH
G HV D O IBOTRW LLRYEB X VW U\

+ IRUHFDVWHG SURGXFWLRQ DQG HYDOXDWLRQV DQG MXGJPHQWYV UHJE
HQYLURQPHQW

$ RXU EHOLHI WKDW ZH KDYH VXIILFLHQW UDZ PDWHULDO DQG ILQLVKHG

+ RXU EHOLHI WKDW WKH VFDODELOLW)\ DQG YHUVDWLOLW)\ RA&:RXU SODW

t RXU EHOLSHO WEKD®GWHKHMVHY NH\ FKDOOHQJHV DVVRFLDWHG WH YWKU WHU H
RVPRY¥?YVDSSOLFDWLRQV

¥ RXU EHOL$O WWHIDE; WKHHOHUD2MH DVGKR-EWUR DD RDXLE/GLYBIGQURBKP OLTX
GLVFK®O/UIJHPDUNHWYV

¥ RXU EHOLSOWKED®); WKHB3 WEONHSUHIHUUHG WUHB/WP Q@WUR 3 MWLLUWRHP MRWI
HQKDQRAMIDIIRUGDELOLW\N DQG HIILFLHQF\ FRPSDUHG WR WKHUPDO WU

f RXU HVWLPDWH WKDW QRXWJ O UHF WRMGHUG H WIFRBRWYIHAD Y33 Y DN G ZDWHU
FXVWRPHUV DSSBRQIAPBR®HOI\ FRVWY DQG KHO S MWGH RXIRIXM HRERIAVX/V D
ZKLFK UHSUHVHQWWBGEBWULRP@ WRIOKH JOREDO HQHUJ\ FRQVXPSWLRC

¥ RXU EHOLHI WKDW SUHVVXUH H[FKDQJHU WHFKQRORJ\ FDQ SURYLGF
HISHQGLWXUHYV DQG HQHUJ\ XVH

¥ RXU EHOLHI WKDW RXU SUHVVXUH H[FKDQJHU WHFKQRORJ\ FDQ DGGUF
WKDW LQYROYH KLJK SUHVVXUH DQG ORZ SUHVVXUH IOXLG IORZV

I RXU EHOLBT WKDW XRXH) (BFK K@M W H OB BEBEDRDNARQRPLFDOOY YLDEOH D¢
RSWLRQ LQ WKH SURGXFWLRQ RI SRWDEOH ZDWHU

¥ RXU EHRXHIKWEDIWXOLE HWOXWYHRFKRBEVWDWWLDO VDYLQJYVY DQG HDVH RI 1

$ RXU DQWLFLSDWLRQ WKDW PDUNHWYVY QR WWK b D&QMWN R BEWNDWHIN R F L$H
DQG &KLQD ZLOO LQHYLWDEO\ GHYHORS DQG SURYLGH IXUWKHU UHYH

¥ RXU EHOLHI WKDW FRXQWULHYV DBERXRQYG WKHK ZRKDHQ XM\NO OR B RVBMIEQ KLIH- V
¥ RXU EHOLHI WKDW WHHUI DO LIVPKHLFDQWO\ ORZHU WKHUPDO GHPDQ(

¥ RXU EHOLS; WKDWVOAVEH WKH KLIJIKHVW SHEIRYPLQP DM HRNIDIIHYDIWWER !
LQGXVWULDOFADVWHANMWHU

¥ RXU EHOLHI WKDW DV WKH H[LVWR@HRMPRERD WHAKDIRDO RRV [RX U HBSUR
¥ RXU EHOBHRWHKDW RXWNHW OHDGLQJ YDOXH ZLWK WKH KLIJKHVW WHFK
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RXU EHOLHI WKDW RQJRLQJ RSHUDWLQJ FRVWY UDWKHHQWHKDQ UFHDFSR YW
GHYVRIO XWHRDQSIWFRAM HIFWVWRPHUYV

RXU HVWQ®'DPWMWRMHY SURMHFWY UHSUHVHQW U P Y GMPRARQROSCLRRUQN X Q L W
RXU HVWLPDWH WKDW W K B3 WRWDINR FEDSVY WO WLKHNH/ \D B HWQMW WV FEDOH L ¢
EHWZHHQ OWRRREHLOOLRQ

RXU EHOLHI WKDW LQLWLDO FDSLWDO H[SHQGLWXUH UDWKHUQWHKD\Q | X
UHFRYH UK ROHYRERDL QDD HTXLSRPHDWSBRJKDFW XUHU

RXU HVWZ2EDAXN WKW SURMHFWY UHSUHWHOQWLRYHQXH RSSRUWXQLW
RXU HVYWLPDWH WKDW WE D R)RWWDRP A D 8 LIWDD W KLHQWHH '8 WARIMOEDAMRNE D UH W\ S
RXU EHOLB] KDWDW RRRSHWLWLYH DGYDQWDJH DV FRPSDUHG WR WK
SURGXFW EHFDXWHH RX®HGHWLIK KM JKO\ G XD D K © HQX® GR{FERBIBLIM\PLLAEQS D
WKDW DUH GHVLJQHG IRU MPBIUUDQWRR G H RUK®BXK HHAILBLRPQPLXPSOD Q (
UHVXOWLQJ LQ ORZHU OLIHF\FOH FRVW DQG FRVW HIIHFWLYH HQHUJ\
RXU EHOLHI WKDW RXU 3; KDV D GLVWLQFW FRPSHWLWLYH DGYDQW
3)("'&2° DQG 'DQIRVV *URXSYV HQHUJ\ UHFRYHU\ GHYLFHV EHFDXVH F
KDYH ORZHU OLIHF\FOH PDLQWHQDQFH FRVWVY DQG DUH PDGH RI KLJK
RXU EHOLKYGWRX®LR XWORIPESRAKHD U DNBPP\E O X DLEVRIE K D B HUF\. HEDBWHGS LR.@ |
EHFDRXMGUDXOLF \WRYHRFHKWDIWIHDGYDQWDJIHY WKDW HQKDQFH RSHUD\
RXU EHOLEXKMBK U WORMLRQV DUH FRPSHWLWLYH ZLWK WKHVH NRRIOXWL
52 GHVDORQ®WLRRO\ HIILFLHQW IHDWXUH SURGXFW OXE URFIMHG\EH I
UHFRYHVLQGGMFDPH WR PHGLXP VL]JHG SODQWYV

RXU EHOLHI WROXMWRRQVSRPISHU D FRPSHWLWLYH DGYDQW DRXUFHRWPBD U+
UHFRY HV\ SBHRWLEGEH WK B LOB FGF D Ul HFRMEHRRIVRW AR VW [HRIWBEGALY OV B O XM
DSSOLFDWLRQ

RXU EHOLHI WKDW OHYHUDJLQJ RXU SUHVVXUH H[FKDQJHU WHFKQROR
RXU EHOLHIFWKBRQVODRNIBRULIJHUDWLRQ VI\VWHPV ZLOO LQFUHDVH LQ
VHDUFK IRU VDIH QDWXUDO UHIULJHUDQWYV

RXU EHOLHI WKDW RXU SUHVVXUH H[FKDQJHU WHFKQRORJ\ &DQ VLJ
UHIULJHUDWLRQ V\VWHPV E\ &HFDNOW®H WHEH S UHYMX BB GHQHNUIHBKFLC
WKHVH VIVWHPV

RXU EHOLHI*WRDFR XDIGHHYHQWXDOO\ DOWHU WKH VWDQGDUG UHIULJH!
HQG XVHUV VXFK DV JURFHU\ VWRUHYV

RXU EHOLHI WKDW ZH ZLOO EH DEOH WR DFKLHYH HIILFLHQ&2HV DFI
UHIULJHUDWLRQ WHFKQRORJLHV

RXU EHOLB8OWXDBOWKGHGUHVYVY WKH NH\ FKDOOHQJHV DVVROMMMDHKL ZK
SUHVVXUH UH 8H8572H DRVSFCR\FIDW LR Q V

RXU EHOLSH) WWRD®; MHK®S3BBWHH SUHIHUUHG W U HED WOR®IE) W HRTSAOW U R © HVQRV
HQKD®FRTRV DIIRUGDELOLW)\ DQG HIILFLHQF\ FRPSDUHG WR WKHUPDO
RXU EH O L8HIWAKMD BYERXWY FXVWRPHUV WR RSWLPL]H/ WKMHLU ZDVWHZDWH
RXU REMHFWLYH RI ILQGLQJ QHZ DSSOLFDWLRQV IRU RXU WHFKQRORJ
RXU EHOLHI WKDW RXU FXUUHQW IDFLOLWLHV ZLOO EH DGHTXDWH IRU
RXU EHOLHI WKDW E\ LQYHVWLQJ LQ UHVHDUFK DQG GHYHORSPHQW
VWUDWHJ\

RXU H[SHFWDWLRQ VBKAEYW OWD O H P CROQVY MEKH QRIIMFKDHQW SRUWLRQ RI RXU
RXU EHOLHI WKDWQWIKHR Qe WQWDDW L6FRF R0 SDQ G FAROHVQDQWHR RXU |
PDQDJHPHQW VWUDWHJILHY FDQ VWUHQJWKHQ RXU H[LVWLQJ EXVLQH
H[FKDQJHU WHFKQRORJ\ IRU KLJK SUHVVXUH IOXLG IORZ HQYLURQPHQ
WKH GHYHORSPHQW Rl PDMRU S2200Q'L R XW B O WIKNFR Q RAWIQHU SO RGHPLE.
IXWXUH LPSDFW Rl VXFK PDMRU SXEOLF KHDOMK FROQFGHIRLF RQGRWXSH
DQG RSHUDWLRQV

WKH WLPLQJ RI RXU UHFHLSW RI SD\PHQW IRU SURGXFWV RU VHUYLFH
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$ RXU EHOLHI WKDW RXU H[LVWLQRUMD VK ® RE FOIRVIKQHAT KT RDEY GRYNOR RAKDIW
IURP RXU RSHUDWLRQV ZLOO EH VXIILFLHQW WR PHHW RXU DQWLFLS
GHFLVLRQ WR HQWHU LQWR DQ DFTXLVLWLRQ DQG RU IXQG LQYHVWP
FRXOG UHTXLUH XV WR VHHN DGGLWLRQDO HTXLW\ RU GHEW ILQDQFLC

¥ RXU H[SHFWDWLRQ WKDW DV ZH H[SDQG RXU LQWHUQDWLRQDO VDOH
DQG WKH LPSDFW RI FKDQJHYV LQ H[FKDQJH UDWHYVY RQ RXU FDVK DQG |

RXU H[SHFWDWLRQ RI LQFUHDVHG VDOHY DQG PDUNHWLQJ H[SHQGLW X
RXU EHOLHI WKDW ZH ZLOO EH LQ FRPSOLDQFH ZLWK WKH WHUPV RI W
RXU H[SHFWDWLRQ WKDW ZH ZLOO FRQWLQXH WR UHFHLYH D WD[ EHQ
RXU H[SHFWDWLRQ WKDWLRKW BADOQG® FE# XMEIHWRE HHIQVRUFH R XU

RXU H[SHFWDWLRQ WKDW WKH DGRSWLRQ RI QHZ DFFRXQWLQJ VWDQG
RI RSHUDWLRQV

WKH RXWFRPH RI SURFHHGLQJYV ODZVXLWV GLVSXWHV DQG FODLPV
WKH LPSDFW RI ORVVHVY GXH WR LQGHPQLILFDWLRQ REOLJDWLRQV
WKH LPSDFW RI FKDQJHV LQ LQWHUQDO FRQWURO RYHU ILQDQFLDO UFE

RWKHU IDFWRUYD®M FORWHIRE X@BKVYLQHVYVY =~ WHP $ 35LVN )DFWRUV ~
0' $ DGWP $ 34 XDMRIYHDIGA XDANYH' MBVXBY CERYVG DH/E M\ DIGHYHZ KHHIQ\KY) RP

H +H+ +H+ +H +H

H +H+ +H +H

<RX VKRXOG QRW SODFH XQGXH UHOLDQFH RQ WKHVH IRUZDUG ORRNLQJ
RSLQLRQV RQO\ DV RI WKQMQSB@RURM R/E BROU® LR U ZDIUBKQRRNLQJ VWDWHPHQW
VXEMHFW WR DGGLWLRQDO ULVNV3DQW® X Q FWHIRV DHLONBE VENY HIXENWRMHU RAOL VL RXR Y F
XV DMRUXDU\ :H DVVXPH QR REOLJDWLRQ WR XSGDWH DQ\ VXFK IRUZDUG O
FDXVH DFWXDO UHVXOWV WR GLIIHU PDWHULDOO\ IURP WKRVH SURMHFWHC
GLVFORVHG |UR P 4XMEDS HSRWR)APP H4 DEERMUBHRWRY) RP . IBGZMWRIXIMVKHE\R\KHEHRXUIA/
DQG ([FKDQJH &RPPLVVLRQ3DUWKH ,36,HP D¥ZZMWKRQIEFBHRWW RQ )RUP

W LV LPSRUWDQW WR QRWH WKDW RXU DFWXDO UHVXOWY FRXOG GLII
VWDWHPHQWYV 7KH IDFWRUV WKDW FRXOG FDXVH RXU DFWXDO UHVXOWV W
XQGHU WKH KHDGLQJ ,WHP $ 35LVN )DFWRUV ~ LQ RXU 4XDUWHUO\ 5HSRUW\
WR WLPH LQ RXU UHVXOWY GLVFORVHG RQ RXU &XUUHQW 5HSRUWY RQ )RUP

: HIRIGIRUS@OBHRWR))RP . 4XDWD5SHRWR))RP 4 &XUHYBHRWRQ)RP . 36]\ 6\DRPHIY
YRUPV DQG ILOHG E\ RU RQ EHKDOI RI GLUHFWRUV H[HFXWLYH RIILFI
GRFXPHQWYVY ILOHG RU IXUQLVKHG SXUVXDQW WR WKH 6HFXULWLHV ([FKDQJH
ZZZ HQHUJ\UHFRXHVHFIRPLQJV ZLOO EHFRPH DYDLODEOH DV VRRQ DV UHDVH
ZLWK RU IXUQLVKHG WR WKH 6(& )URP WLPH WR WLPH ZH PD\ XVH RXU ZHE

‘H DOVR PDNH DYDLODEOH LQ WKH ,QYHVWRU 5HODWLRQV VHFWLRQ RI R
EXVLQHVV FRQGXFW DQG HWKLFV DQG WKH FKDUWHUV Rl WKH DXGLW FRPSFH
ZHOO DV WKH LQIRUPDWLRQ RQ WKH ZQBRVEBNER UDW IR QQ RMWU B @ W FKGH Q WHRV B/H
VHFWLRQ RI RXU ZHEVLWH DV D PHDQV RI FRPSO\LQJ ZLWK RXU GLVFORVXU
,QYHVWRU 5HODWLRQV VHFWLRQ RI RXU ZHEVLWH LQ DGGLWLRQ WR IROORZL
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3$57 ,
,ZWHP %XVLQHVYV
2YHUYLHZ

(QHUJ\ 5HFRYHU\ ,QF WKH 3&RPSDQ\" 3(QHUJ\ 5HFRYHU\" 3ZH  3RXU"
LQGXVWULDO SURFHVVHV PRUH HIILFLHQW DQG VXVWDLQDEOH /HYHUDJLQ.
ZKHQ RSHUDWLQJ RXU VROXWLRQV ORZHU FRVWV VDYH HQHUJ\ UHGXFH ZI
SURFHVVHV $V WKH ZRUOG FRDOHVFHV DURXQG WKH XUJHQW QHHG WR DG
FRPSDQLHV UHGXFH WKHLU HQHUJ\ FRQVXPSWLRQ LQ WKHLU LQGXVWULDO T
EHOLHYH WKDW RXU FXVWRPHUV GR QRW KDYH WR VDFULILFH TXDOLW\ DQG
GULYH ORQJ WHUP YDOXH +*+ ERWK ILQDQFLDO DQG HQYLURQPHQWDO

7KH RULJLQDO SURGXFW DS S3LEDMLRQU R ( BEXKHD QM HH K QIRHT RZYTHVONDKGR-D/ML R k
FRQWULEXWRU WRNWHBZDGMHUQBHFHQWHRRYP? RS URFEHHWDIQEQRWOR@RZHULQJ
DQG FRVW RI ZDWHU SURGXFWLRQ JORZBOBPK IFH®. WXH DS S® VMUV MDD R IG 6:5
LQ BVERALQG XYW WRLVL RHQUDWHY ZLWK PLQLPDO PDLQWHQDQFH DQG RXWOEL
LW LV LQFRH ESRYBWH®FH LQWURGXFHG REXW W K QFREDZRSIM W/HRY DV D Y VEAD \WRH?
PLQLQJ RSHUDWLRQV DQG PDQXIDFWXULQJ SODQWV WKDW GLVFKDUJH ZD\
FRPPHUFLDO DQG LQGXVWULDO UHIULJHUDWLRQ PDUNHW

5HVHDUFK DQGSGHKBY ESIMQQOWQG UHPDLRXUWDWRUMYV AROM R 0 HS®OLIMR IRR U S R
IRUPDWHRMPHHHORSHG OHDGLQJ WHFKQRORJ\ DQG HRSWOINNYU®J H FXKHDOW H Y +
ZKLFK FDQ HQKDQFH HQYLURQPHQWDO VXVWDLQDELOLW\ DQG LPSURYH SURC
VI\VWHRYY YHUVDWLOH WHFKQRORJ\ ZRUNV DV D SODWIRURBUR EXKN B GIALR\G
ZH KDYH HQJLQHHUHG DQG GHYRRRB SH G UDXRLLBOWA B ERIFVK.G B WH.R\R FKRRWY W H U
RXYQHUJ\ UHFRYHU\ GHYLFH

$V GLVFXVVHG |EHWHKHWFXQGHWHWKIPNERWWLRGQG XKBHQRORUW , ,WHP R
DSSO\LRRURIXWHFKQRORJ\ LQ QHZ DQG LPSRUWDQW ZD\V EXLOGLQJ QHZ SU
LQGXVWULHYV

‘H KDYH EHHQ LQFRUSRUDWHG LQ WKH VWDWH RI5HORQBGDRPBQXUQFWXULQ
ORFDWHG LQ 6DQ /HDQGUR &DOLIRUQLD ,Q DGGLWLRQ ZH KDYH PDQXIDFW
‘H DUH D JOREDO WHDP ZLWK VDOHV DQG ZRUOGZLGH RQ VLWH WHFKQLFDO °
FHQWHUV WR VHUYLFH FXVWRPHUV LQ (XURSH /DWLQ $PHULFD WKH OLGGOF
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(QYLURQPHQWDO 6RFRDRJIJWIPFG *RYHUQDQFH

‘H UHOHDWKDBDWBEXQIYQURQPHQWDO 6RFIBFO UBS R USRIYEKLUPYQRNXU HIIRUWV
HQYLURQPHQWDO VXVWDLQDELOLW\ RI RXU FXVWRRKURX R B A Q:BRSHRUIMY BIR\G R
D UHVSRQVLEOH FRUSRUD {6HSHLRN UIMR S DR GLBH \E KO LHMWMKRX WWUDWHJILF URI
UHVLOLHQWXEX VA QHWBRUW ZKLFK RXWOLQHV RXU JRDOV D QB0 WIH/ SRR/ LONH
VXVWDLQDELOLW)\ [UDPHZRQNQ XBHRENMSKREEN OQ W V W DRERXIZHEDQ J DAMW \DHIGHDRNG \G |
WKBREDO 5HSRUWEK®IWBGWLDWLRGYV 6XVWDLROEOMKH VDO RSPRHIPM RRD GO LF
'LVFORVXUHV CFININRUBNUUHVXOWHG LQ DQ LQFUHDVH LQ RXU 06&, ,QF
$SULO PDLQWDLQLQJ RXU LQFOXVLRQ LQ WKH 06&, (6* /[HDGHUV ,QGH[HV

2XU (6* SURJUDP DQG JRDOV ZKLFK ZH EHOLHYH D U HI RMANHEF\WLRE DEXH @\
(PSOR\MMHYW.URQPHQWDO & O DRIRWY B WIKRDQ THBAFROWNWMMAWH WRSLFV ZHUH LGH
PDWHULDOLW\ DVVHVVPHQW WKDW VROLFLWHG LQWHUQDO DQG H[WHUQDO
WDUJHWYV LQ ZH KDYH PDGH SURJUHVYV LQ DOO RI WKHVH DUHDV PRVW
HPLVVLRQV DVVRFLDWHG ZLWK RXU EXVLQHVV 7KLV DFFRXQWLQJ LV IRXQC
HQG RI ZKLFK ZH YLHZ DV FULWLFDO WR RXU VXVWDLQDELOLW\ SHUIRUP

(PSOR¥HHVUHFRJIQL]IH RXU VXFFHVV UHOLHV RQ RXU HPSOR\HHV :H DUH
GHYHORSPHQW RI RXU VWDIlI 7KLV LQFOXGHV LPSURYHEWERWEDWXRR DO/ 241
6WDQGDUG2]IDWLRFAMUWLILFDWLRQ DQ RFFXSDWLRQDO KHDOWK DQG VDIHW\
HPSOR\HH SOD\V LQ PDNLQJ XV D VWURQJHU DQG PRUH VXVWDLQDEOH FRPS
ZLWK VXVWDLQDELOLW\ WUDLQLQJ ZLWKLQ WKUHH PRQWKYVY RI WKHLU KLUH (
30DFH 7R :RUN ,QVWLWXWH D OHDGHU LQ HYDOXDWLQJ HPSOR\HH H[SHULH
RXU PHDQLQJIXO FRPPLWPHQW WR HPSOR\HH ZHOO EHLQJ ) RRX FPIRQU K. . L W/
SHVRXBEHEBRZ

(QYLURQPHQWDO &QGLMDI/WHEKODIHHIELVAVWD FRPSUHKHQVLYH DVVHVVPH
ORQJ WHUP FOLPDWH UHODWHG ULVNV DQG RSSRUWXQLWLHV :H H[SHFW WHF
SDUW RI RXU HIIRUWV WR DOLJQ WR WKH 7&)'fV UHFRPPHQGDWLRQV E\ WKH
W K642 (QYLURQPHQWDO ODQDJHPHQW 6WDQGDUG ZKLFK LV DQRWKHU FUL!
FKDQJH ULVNV LQ DQ HYHU HYROYLQJ ODQGVFDSH

,QQRYDWLRQ 2 288RIRDXQLW\WR GRXEOH HPLVVLRQV UHGXFWLRQV WKUF
EDVHOLQH E\ WKH HQG RI $V PHQWLRQHG LQ RXU (6* UHSRUW ZH DU
WKURXJK WKH XVH RI RXU SURGXFWYV E\ QHDUO\ VLQFH

SURGXEFMVDUH FRPPLWWHG WR GHOLYHULQJ SURGXFWV RXU FXVWRPHUV F
PDLQWDLQ WKH KLVWRULFDOO\ ORZ IDLOXUH UDWH RI RXU SURGXFWYV , Q
LPSDFWV IURP ZDUUDQW\ HYHQWY DQG RWKHU SURGXFW LQFLGHQWYV

2XU FRPSQ@BMUHSRUW DQG GLVFORVXUHVKRADASEH HROHQUG \R @ FRXYH ZH E R PWD
VRFLDO JRYHUKIDQFHQFOXGHG WKLY ZHEVLWH DGGUHVV RQO\ DV DQ LQDFWL
RXU ZHEVLWH

ODUNHWYV

‘H RIIHU D VXLWH RI SURGXFWV IRU WKH GHVDOLQDWLRQ DQG LQGXVWUL
WUHDWPHQW  7KHVHQHRG XUFHWR L DBCREMIKRRUHVVXUH IHHG DQG UHFLUFXO
DUH DOVR IRFXV G HR\QV RSB 0N [RKIDWRHQHE HFAKWNRORVI\DQG LQGXVWULDO YHUW
LQWURGXFHG D VROXWLRQ WR UHGXFH HQHUJ\ AROQ\ERRE @2 R QDER HOHIULR B B E
VXVWDLQDEOH DO WHNG QR MLXYRDRMFRSUWERMEG HRWY R QDG LQ FRPPLVVLRQHG
H[FKDQJHU WHFKQRORJ\ SODWIRUP
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7TDEOH RI &RQWHQWYV

7KH 3; THFKQRORJ\

2XU VXFFHVV KDV EHHQ E3X LXO/W QRIQR W S5 b RUSUHLOHWAKE R DRABIW | R/ Bl I KDQIR3 RV \
DQG VWUXFWXUH Rl RXU SURGXFW DSSGUFHNVW KR & VH PRK®LYVRIDDX SIDHRER) R; 2 B O\OKR
WR UHF\FOH SUHVVXUH HQHUJ\ E\ WUDQVIHUULQJ WKLV HQHUJ\ IURP RQH KL
ZKLOH JHQHUDWLQJ OLWWOH WR QR HPLVVLRQ GXULQJ RSHUDWLRQ 7KLV
SUHVVXUH IOXLGV H[LVW DQG DVVLVWV LQ ORZHULQJ RSHUDWLQJ FRVWV ZK

7TKBUHVVXUH H[FKDOQVHUWLMWBEFKQROMWLOH DQG DFWV OLNH D IOXLG SLV

RSHUDWLQJ SUHVERXGE\VEBSWUZ B DEHWDLADG KO V: KLY EDWKURXJK FRQWLQ)
SURFHVV RI SUHVVXUH HXBKWRJHV ZLWK HIILFLHQFLHYV

Pressure Exchanger Technology Operating Range

¢
VY
< >
Bar/ PSI /4 Bar/ PSI
7/100 700/10,000

2XU SbWHDMHGE RI SURGXFWYV OHYHUDJHV RXU SUHVVXUH H[FKDQJHU WH
RI WKH SODQW UDQIOO@RQDN/VIHRRZREYQER/GIRQV SHW PHYXAMHH KRZHYHU RXU FXV
HQHUJ\ UHFRYHU\ VA\VWHPV WR DFKLH3H X GDULOMWHA Fh@G ALQV PO VEL S @QH/ WL
GHSOR\HG LQWR WKH ODUJHVW LQGXVWULDO DQG PXQLFLSDO ZDWHU WUHD
SODWIRUP FDQ DFKLHYH VLPLODU VXFFHVV LQ WKH HPHUJLQJ PDUNHWY ZH D

7THFKQRORJ\ &RQYHUVLRQ

7KH WKHUPDO GHVDOLQDWLRQ SURFHVV ZDV WKH GRPLQDQW VHDZDWH
SURFHVV WKHUPDO HQHUJ\ LV XVHG WR HYDSRUDWH ZDWHU IURP KHDWHG
BWDUWLQJ LQ WKH HDUO\ V GXH WR PDQ\ IDFWRHWYJL QHFRG MK HEHWKR E € W
FKRLFH IRU WKH GHVDOLQDWLRQ L QG XWKRWH UWKLIRVHRGRINIRGLY BEWULRRO WR PH]

2YHU WKH SDV3R GWARDOHED®HRQ WHFKQRORJ\ KDV EHFRPH WKH SUHGRP
WHFKQRORJ\ DV WRGD\JV GHVDOLQDWLRQ WHFKQRORJ\ Rl FKRLFH $V ZDWF
LQGXVWU\ H[SHFWV WKH PDMRULW\ RI WKHVH SOD@® RAIHUNW MRLBREOSWEFHK
FRQYHUVLRQV DUH GRIGH\QDOQBD \BHRQ G® RRHVY HTXLSPHQW ZKLFK LQ WXUC

‘H DOVR VHH D VLPLODU WEKXQ/RMORIRPE RQMWHBVZDRHILPD O/ KMHFKQRORJLHYV
FKRLPRR VRWHPYVY VHHNLQJ WR PD[LPL]H WKH UHPRYDO RI LQGXVWULDO ZDVYV
JHUR OLTXL®UBEWNKBDIWIHZKHUH DOO ZDWHU LV UHFRYHUHBLROQBXPRQWXRGQ®]
SURFHVVHV JHKR UH. DHBUG EVNK/BPIWIJHBURGXFH VPDOO YROXPHV RI OLTXLG ZD
WHFKQRORJLHYVY DUH DQ HQHUJ\ DQG FRVW LQWHQVLYH PHMK®RNU FRIW W ORHIDI
WA\SLFDOO\ VWHPPLQJ IURP WKHUPDO WUHDWMWRHRQMNYG KY¥& QP XES @R HDUWBRHE/QYNE ¢
UHTXLUH D VPDOO DPRXQW Rl WKHUPDO WUHDW P3H@WDS @ ESKE KQ 8 Y\H. WKL H L IDR
WKHUPDO GHPDQG VDYLQJ HQHUJ\ DQG UHGXFLQJ HPLVVLRQV




7TDEOH RI &RQWHQWYV

6ROXWLRQV

$V UHSRUWHG6E Q@ HRXRIUWHRZHQMVWLPDWHG WKIMVQ HQJ\ UH RK DY HE AN B F33D
FXVWRPHUV DSSEPRQIOALEBR@HOI\ FRVWY DQG KHOSHG R WU XY IRR WIQURXD YR\ B
IDPLO\ Rl HQHUJ\ UHFRY;BOWHYBE HRVX UQFIOXHE R IRK\WGE UDXOLF WXUERFKDUJHUYV

—

|

3; KLJK HIILFLH@HYVINVREPRLBERVLGHFDEH RI D FHUDPLF L ] VXSSRUWI
KLIJKO\ HIILFLHQW K\GURG\QDPLF DQG K\GURVWDWLF EHDUI | & WHP 3UF
YDULBH2ZANEURIFHVVHY ZLWKLQ WKH ZDWHU WUHDWPHQW LQGX\ = QFOXGLQJ
DV LQGXVWULDO ZDVWHZDWHU ILOWUDWLRQ

-~

8OWUD,Q; ZH LQWOW GRFHGI WHKHFR ZHKUFIGHHULEHOLHYH DG
FKDOOHQJHV VXFK DV HQHUJ\ LQWHQVLW)\ DQG HQYLURQPHQWD
YDULBWDRIOLFDWLRQV SUHMVIRQUEG H[PK B YKV VB IRE KHYR@RID 3 :

IXQFWLRQV V3IPER®WURDQNVRLWKVWDQG KLJKHU SUHVV)XHUF IDQE R
ZDVWHG HQHUJ\ ZKHQ DS39WURBHW RHM JK H G XFUIQV VEKQHIU I\ XVH D Q

[ -
L'I_:LTEIL-
:KLOHDGRSWQRQ®VLVQU L DWUAHDWWPHHADW HY LQ L W\8 G\ UDD QY WO 8V
DFFHOHUDWS? DG RSKHIRQRRDLQG PLQLPXPPDUNXMGY G)XEFWEBYHUH RUH
: L 8OWUDBPD® KHO2 WBNHSUHIHUUHG WUHOWWP®R QDM R U DR O XW RO DFX
-] UHTXLUHPHQWY2IBA BIIQRDGBEQOLW\ DQG HIILFLHQF\ FRPSDUHG WI
[' LPSDFVW ;RIQRWKH VHDZDWHU GHVDOLQDWLRQ PDUNHW

+\GUDXOLF W XUWHR FKIDUBHHUEH B H\Q WHIERX HURUG $17 L

K\GUDXOLF W)YJHERVKBUJ®WWZ SUHVVXUH EUDFNLVK DC _ 'XUH VH
D QLG G X VW UL DVDUHDWWPHHZDW H@ XU K\GUDXOLF WXUERFKEC -' k- W~ OLOQH
RI WKH DUW HQJLQHHULQJ LQ D FREIDHD LFFR QOHIKEBML -~ s%, OYH RXL
VDYLQJV RSHUDWLRQDO EHQHILWY DQG HDVH RI LQW | . WR V\V
DOORZ IRU RSWLPXP SHUIRUPDQFH RYHU D ZLGH UDQJI ¥ 55 FROQC
VROXWLRQV WR FDSLWDOS5ERSEOERQWWR QVQ HGWH Q M SSOLFLE
IRXQG LQ EUDFNLVK ZD WG XGHV DIONRURIDWRDHATD/ G VR | DV LQ
SURFHVVLQJ RI QDWXUDO JDV

3XPS¥:52 UHTXLUHV VSHFLDOL]JHG KLJK SUHVVXUH PHPE!
DSSOLFDWLRQV KLJK SUHVVXUH FLUFXODWLRQ SXPSV 'H
IHHG DQG FLUFXODWLRQ SXPSV IRU RQO\ D SRUWLRQ RI WK
KLIJK SUHVVXUH IHHG SXPSV DUH GHVLIJQHG WR SUHVVXUL]F
SUHVVXUH UHTXLUHPHQWYV RI WKH IHHG ZDWHU UHVXOWLQ
z SUHVVXUH FLUFXODWLRQ SXPSV DUH GHVLIJQHG WR3,FLUFXC
DQG WR FRPSHQVDWH IRU VPDOO S3yHBWGXDMVIREELYDMAM B FSARR/F

:DWHU 7UHDWPHQW

7KH ZRUOGYV QHHG IRU FOHDQ ZDWHU LV LQWHQVLI\LQJ GULYHQ E\ SRS
$SDUW IURP VHDVRQDO YDULDWLRQV WKH VXSSO\ RI I[UHVK ZDWHU JHQHUL
7KHVH WUHQGYV PDNH WKH PDUNHWV ZH VHUYH VXFK DV GHVDOLQDWLRQ Dt
PHHW JURZLQJ JOREDO ZDWHU GHPDQG 2XU JRDO LQ WKHVH PDUNHWV LV
WUHDWPHQW




7DEOH Rl &RQWHQWYV

5HYHUVH RVPRVLV LV WKH SUHIHUUHG WHFKQRORJ\ LQ MXGXY RNUW DRCD KRN
DSSOLFDWLRQV $V HVOKIH 1\ Q GEXKVRWUR BIO ESBHOHBHUQH I ILFLHQW VFDODEOH VRO)
HQHUJ\SP@UWRKFHHVY WKHUHE\ DOORZLQJ RXU FXVWRPHUV WR UHGXFH WKHLU
FDUERQ HPLVVLRQV DVVRFLDWHG ZLWK WKH SURGXFWLRQ RI FOHDQ SRWDE
SXPSV GHVLIJQHG WRHWRR SOHRHMERW \RXRALYEASOD@QM RDSDFLWLHY DQG DSSOLFL

'"HVDOLQDWLRQ
Ne) ZRUOGZLGH VHDZDWHU GHVDOLQDWLRRL FXER®/ W KW HQY AR EBW R G X3

HQRXJK WR SURYLGRWIKRU 8RRWHH & KeVD W H\E RS ECBPHWLRDQ TWIGHDE® 6 ZDWHU QHHC
FRPPXQLWLHY DFURVV WKH JOREH ZH DUH SURXG RI RXU LPSDFW LQ HQDEO

'HVDOLQDWLRQ DQG ,QGXVWULDO :DVWHZDYV

MEMBRANES
[ — ]
aa
o — .}-‘
| — ]
C—
" MEMBRANES
HIGH FRESSURE PUMP
L C——
\ ?
-=I£3=—1: e —
L Co—
CIRCULATION PUMP o ——

I e =3

PX DEVICE/ARRAY

,QFRPLQJ VHDZDWHU LV VLPXOWDQHRXVO\ URXWHG WR D KLJK SUHVVXUH SXPS DQG Wil
'"HVDOLQDWLRQ DQG LQGXVWULDO ZDVWHZDWHU SURFHVYV IORZ GLDJUDP LQFRUSRUDWLC

6HDZDWHU 5HYHUVH 2\ (PRWVUY LIQ@WHIQLADWLRXOPSY DUH XVHG WR SUHVVXU
VDOWY PLQHUDOV DQG FRQWDPLQDQWY ZKLFK LV WKHQ IRUFHG WKURXJK
TXDOLW\ 7KLV SURFHVYV UHVXOWY LQ IUHVK ZDWHU VXLWDEOH IRU SRWDE
FROQOFHQWUDWH RU EULQH VWUHDP S5DWKHU WKDQ GLVVLSPDWIKMH FRRVW 2YB/H
HQHUJ\ UHFRYHU\ VROXWLRQ FDQ WUDQVIHU WKH SUHVVXUH HQHUJ\ IURP W
ILOWHUHG IHHG ZDWHU WKHUHE\ UHGXFLQJ WKH DPRXQW RI IORZ UHTXLU
WHFKQRORJ\ FDQ UHF\FOH WKIX\& SWURH VAKRIUIH UHYEKIOIN VD WQHDI LPFREBHK) FHLUHMFLH QW
SUHVVXUH SXPSV DUH JUHDWO\ UHGXFHG QR ORQJHU QHHG WR EH VL]HG IF
WKXV UHGXFLQJ WKH HQHSM\DXWYIBWI GEN YHSXWR®SHG PDNH VHDZDWHU GHVDOL
PRUH VXVWDLQDEOH RSWLRQ LQ WKH SURGXFWLRQ RI SRWDEOH ZDWHU

(QHUJ\ 5HFRYHU\ ,QF _ JRUP . $QQXDO 5HSRUW



7DEOH Rl &RQWHQWYV

%UDFNLVK :DWHU 5HYHUVHKRAVPBRDENL'WK BQ LSQDRFIHR/Y LV VLPLODU WR WKL
ORZHU VDOW PLQHUDO DQG FRQWDPLQDQW FRQWHQW WKDQ VHDZDWHU W
SUHVVXUL]LQJ WKH IHHG ZDWHU 'XH WR WKH ORZHU BRP®GDQ 06 XIO\MIFLWXEER
JHQHUDOO\ KDYH FKDUDFWHULVWLFV PRUH DSSOLFDEOH WR WKH EUDFNLVK
VI\VWHP GHVLJQ DQG RSHUDWLQJ FRQGLWLRQV ZKLFK LHQW XU\QU H E RNORIGRHGYH
HPSOR\HG LI DQ\

6HDZDWHU DQG EUDFNLVK GHVDOLQDWLRQ KDYH EHHQ RXU SULPDU\ PD
GHFHQWUDOL]HG GHVDOLQDWLRQ SODQWYV VXFK DV WKRVH XVHG LQ FUXLVF
DV WKRVH ZKLFK WKR®PXERGEHFDXVH Rl WKH JHRJUDSKLFDO ORFDWLRQ RI F
JHRSROLWLFDO DQG HFRQRPLF HYHQWY FDQ LQIOXHQFH WKH WLPLQJ RI H[S
GHVDOLQDWISR®D V& RKK DOZDWEHOO LQHYLWDEO\ GHYHORS DQG SURYLGH IXUW

%RWK VHDZDWHU DQG EUDFNLVK PDUNHW RSSRUWXQLWLHY DUH UHSUHYV
H[LVWLQJ ZDWHU WUHDWPHQW B32EURZQILHOG® SURMHFWYV 7TKHVH RSSRUW:.
ZLWKRXW DQ HQHUJ\ UHFRYHU\ GHYLFH V RU XWLOL]JH DOWHUQDWLYH HQHL
PDUNHW IRU RXU ZDWHU EXVLQHVY DQG UHSUHVHQWY ODUJH VFDOH SURMH|
ZKLOH VPDOOHU SURMHFWY ZKLFK DUH QRW DV FRPPRQ DQG ZKLFK PD\ EH
7\SLFDO EURZQILHOG IDFLOLWLHV IDFH KLJKHU HQHUJ\ FRQVXPSWLRQ DQ
LPSURYHPHQWY WR H[LVWLQJ RSHUDWLRQVY HTXLSPHQW XSJUDGHV DQG SRW

‘H ZRUN GLUHFWO\ ZLWK WKHHQURQMHHFWL QL G SHRNX U H RFNAY CHQ@E B @GR W U
LQGXVWU\ FRQVXOWDQWY WR VSHFLI\ RXU SURGXFWY SULRU WR WKHRXSURMI
QRUPDO VDOHV SURFHVV HQVXHYV 7KH JUHHQILHOG PDUNHW LV KLJKO\ FRF
GHVDOLQDWH ZDWHU L H GROODUV SHU FXELF PHWHU RI ZDWHU SURGXFH
‘H W\SLFDOO\ DSSURDFK WKH SODQW RSHUDWRUV RZQHUV DQG RU HQG XVH

,QGXVWULDO :DVWHZDWHU

(QHUJ\N 5SHFRYHU\ '"HYLFHV 8WLOL]JHG 'XULQJ (DFK ¢

Reverse Osmosis Brine Concentration
1
1

Ultra-High

| [
| 1
. 1
I
Industrial : Pressure RO ;  Thermal
Wastewater : | Process
1
-
Ultra PX
Energy
Recovery
Solutions

(QHUJ\ 5HFRYHU\ ,QF _ JRUP . $QQXDO 5HSRUW



7TDEOH RI &RQWHQWYV

7KHQGXVWULDPDERNMWHZOWHWY D ZLGH UDQJH RI LQGXVWULHY DQG JHRJU
IRFXV RQ ZDWHU FRQVHUYDWLRQ DQG UHXVH DQG OLPLWLQJ WKH DPRXQW F
WUHDWPHQW WR PD[LPLIHZPWEG BHG RN XROIIDDIBXIGR @B KD UJH

=HURLRLPXP OLTXSSCLNPWDRBROW DUH EHLQJ REVHUYHG LQ FRXQWULHYV \
ZD\ ‘H H[SHFW WKLY WUHQG WR FRQWLQXH WR H[SDQG DV ZH REVHUYH WKI
HITOXHQWY DV WKH ZRUOG UHVSRQGV WR WKH JURZLQJ JDS EHWZHHQ ZDW
HOLPLQDWLQJ SROOXWLRQ IURP WKHVH LQGXVWULHYV

ODQ\ FRPSDQLHY DUH DOVR XQGHU SUHVVXUH IURP LQYHVWRUY DQG RWHEk
WR UHGXFH WKHLU UHOLDQFH RQ H[LVWLQJ ZDWHU UHVRXUFHV 6HFWRUYV
WH[{WLOHYVY VHPLFRQGXFWRUV DQG RWKHU KHDY\ LQGXVWULHYV DUH RIWHQ
PXQLFLSDO DQG DJULFXOWXUDO ZDWHU UHVRXUFHV IXUWKHU VWUDLQLQJ S

$ YDUBRWAHRKQRORJLHV PDYGNKVXWILLOIEE® VAMHIBRMMHW ZKHUH RXU HQHUJ\
XWLOL]JHG 6XFK SURFHVVHV DUH W\SLFDOO\ PXOWL VWDJHG ZLWK HDFK V
ZDWHU IURP D ZDVWHZDWHU VWUHDP DQG FRQFHQWUDWH SROOXWDQWV WR
GLVFKDUJHG LQWR ZDWHUZD\V 2XU HQHUJ\ UHFRY HK\GWURDOOOW E RUDNIUE BEREH.
SUHVVXUH 3; WHFKQRORJSNRPW IBPDBWKE S HV VEXHGIR/'Z B M N RISHEWUMW3 SUH V V X U
EHWZHHQ SVL

‘H KDYH D IXOO0O VXLWH RI SURGXFW VQBK VWM U LY INOWAIBNWAEHADAMXVE R BR FPMYV N D
WR FRQFHQWUDWH WKH GLVVROYHG SROOXWDQWY WR DQ H{WHQW WKDW WHK
RIWHQ DVVRFLDWHG ZLWK WKH PLQHUDO H[WUDFWLRQ PLQLQJ WH[WLOH S

B3URMHFW &KDQQHOV

‘H VHSDUDWH RXU VDOHV LQWR WKUHH GLVWLQFW FKDQQHOV GXH WR IL
LGHQWLI\ WKHV H N DIDFURFKEPQH QD O \H T X L SP2HQ W DERDGY M LDFUNNUHHN

OHJDSUBRMHKWWRPHUYV DUH PDMRU ILUPV WKDW GHYHORS GHVLJQ EXLC
FDSDFLWLHV JWKRRMEUDQESKDIMRULW\ Rl RXU ZDWHU WUHDWPHQ@W® BXWYWRRHUR
KDYH WKH UHTXLUHG GHVDOLQDWLRQ H[SHUWLVH WR HQJLQHHU XQGHUWD!
GHVDOLQDWIHIQ SARMMEWAR WKH SURMHFW VWRHKIFDVS X RIE PRIL® F RS B FILDMLLHD/I
F\FOH FRVWVY UDWKHU WKDQ WKH LQLW LIBO FAKYS\LRVIHL 1 SNHEDEEELEAWULR-DR FDHBIQ
VROXWLRQ3' BXVWAKERHUV PRV3Y RKWHFIKQ ZH @ HPWHRXURIIHUV PDUNHW OHDGLQJ
HFRQRPLF EHQHILWO3":FX¥YRUWRN UW KV R XWS HF IMR @)XW LR W LIRW HVRKUU SODQW
EHWZHHQ SURMHFW WHQGH W PRRQ VRKUSFPRHUAM JDSRKRHVBUFMRR QWY UHYHQXH RS
IURP DSSUR[PPOWRRBLOOLRMHVWLPDWH WKDW WK HO3WFEWDW RPHMSLW DQ WG YN Y
LQIUDVWUXFWXUH SUR MPEQVR RRMEHUD@LIRIQE HWZHH Q

2ULJLQDO (TXLSPEQW OD\WRPHUVXDUWKW FRPSDQLHY WKDW VXSSO\ HTXLSPF
DQG PDLQWHQDQFH VROXWLRQV |RULQRBXY® W SBCHRIWPH\ZDNM UG H & DE\L DR MAL
HQWLWLHV DV ZHOO DV QDWLRQDO VW DWH ODFRXY WRFEBOVPX ELFR 3G OLHWL RV E
RX3) K\GUDXOLF WKUERBKBIVYYXWH SXPSV DQG FLUFXODWLR@ EBERMWHWVSKRS
SODQWYV SURFRNMWRRUGR®XWFK DV WKRVH ORFDWHG LQ ORFDO PXQLFLSDOLWL
DJULFXOWXUDO VHFWRUV DQG RIWKHWXVV/REKXNUWW ISXQ PKLDAWVHHY R X 0 VORGOGUWWLLRRI
ZDWHU" RU HPHUJHQF\ ZIDIDISY RMRIGHMRVMROW YV dQOLWPDOOHU LQ VFRSH DQG L
UDWKHU WKDQ IXWXUH RQJRLQJ RSHUDWLQJ HRRNVWNY UHFRYRIEQVEHRQHLHR| G&H |
$FFRUGLQJO\ ZH3YHXW @RV BRIDEULFEXW X KIERF RDIHIH DVOR ZH 3 ; F RAKM RQSWHWD@D
SURMHFW WLPHOLQH IURP SURMIWR\P RG\POFEW SWRR MKIFIWP MQ B EDQOM W HISR P V H
XS WRLOOHRBVWLPDWH WKDW W KH OFRW WA FFHDS\L. W Q OV K@ Y H VS\URRHVOHOAVRED\ D U H - W




7TDEOH RI &RQWHQWYV

$IWHUPRDUFEXNWRPHUYV DUH) GNKV VU L QDAMRVVIRZQMHWIDQG RU RSHUDWRUV -
XSJUDGH RU NHHS WKHLU SODQW UXQQLQJ DQG XVXDOO\ KDYH RXU VROXW|
ILHOG VHUYLFHY DQG YDULRXV FRPPLVVLRQLQJ DFWLYLWLHV ‘H OHYHUDJF
WKDW RXU HQHUJ\ UHFRYHU\ VROXWLRQV DUH EHLQJ RSHUDWHG HIIHFWLYHC(
Rl WKH IDFLOLW\ RSHUDWLRQV DV UHTXLUHG E\ RXU LQGXVWU\ SDUWQHUV L

6DOHV DQG ODUNHWLQJ

2XU VWUDWHILFDOO\ ORFDWHG GLUHFW VDOHV IRUFH RITHUV RXU SURGX
VDOHVY DQG VHUYLFH IRRWSULQW LQ VWUDWHILF WHUULWRE KWL QDOORGELDJ
$PHULFD 6SDLQ 6DXGL $UDELD DQG WKH 8QLWHG $UDE (PLUDWHYV 2XU WHI
WUHDWPHQW LQGXVWU\ H[SHUWLVH $O0LIQLQJ WR WKH JHRJUDSKLF EUHD
DSSURDFK LQFOXGHV D VWUDWHJILF SUHVHQFH DW ZDWHU LQGXVWU\ HYHQW
LOWHOOLJHQFH WR GHYHORS QHZ VROXWLRQV DQG VHUYLFHV WKDW FDQ EH

*OREDO ,QVWDOODWLRQV RI (QHUJ\ 5SHFRYHU\YV

$ VLIQLILFDQW SRUWLRQ RI RE $IBGH@MX R QNOI WRIR PRIQVWW IDGX}HE RIIHR/KUHD S |
SURGXFW UHYHQXH ZNYHDMRVSIEP HQ W FMBRG W RABIF H Q VRU DWKIER OR'WHV WR &R
JLODQFLDO 6WDWHPHQWYV LQ 3DUW ,, ,WHP 3)LQDQFLDO 6WDWHKRWGOWY DQC

&RPSHWLWLRQ

7KH PDUHNGIMUJIRWHFRY KUJKGEYHFN XUH SXPSV DQG FLUFXODWLRQ ERRVV
IUHVK ZDWHU LQFUHDVHV DQG WKH PDUNHW H[SDQGV ZH H[SHFW FRPSHWL
SURG)OFRZWHUYH &RBINRHDWHEB QTXLSPHQW 'HYMBRSPHQ®I RRVSDAXSVV:H
EHOLHWRIORWWRQV RIIHU D FRPSHWLWLYH DGYDQW RXHDFRR S DbIF & YBARRRE B Y K/
®ZHVW OLIBGEGCFDUHPRIMHRIRI RUFR VW [RIUSERHWIHO V@ DWWRR DS SOLFDWLRQ




7TDEOH RI &RQWHQWYV

,Q WKH PPHINDWRRBHMERPSHWHY SOREMBAYQOSHBILRIG X FW  :B; KO LBl YFHR RSKHUW |
DGYDQWDJH DV 'FRP STUREX MR \EKADXVHHRXDGEHHHILWHKVKLIKO\ GXDDE®HQX®G
R[LGHOXPEBDDPLWKDUWWH GHVLJQHG IRU D OEDH BRD@W UHGWIRLD R (G3 BHXBHY. F L
PLQLPDO XQSODIHM®WRIDWQPBIRZHU OLIHF\FOH FRVW B3@EG PR VRO DHIUF WR X
RSWLPXP VFDODELOLW\ ZLWK D TXLFN VWDUWXS DV ZHOO DV QR VFKHGXOH(

,Q WKH PDUNHW IRU VPDOO WR PHGLXP VL]JHG GHVDOLQDWLRQ SODQW
UHFRYHU\ VROXWLR Q\O RRP)%UYHD IO RSRIRGEWBWY :H BHODRW YIH GALR/DWL QGRAW F
DGYDQWDJH RYHU RXU FRPSHWLWRUYVY VROXWLRQV EKBPMNVAREKU GHMLFHD K
FRVWVY DQG DUH PDGH RI KLJK OD OGOREHQUEIR. D @G IRRWR RVH.GRICH Y H V IRKW D WR C
FRPSHWLWLRQ ZLWK UHVSHFW WR TXDOLW\ IOH[LELOLW\ DQG GXUDELOLW\
2XK\GUDXOLF WRWPBRHKHBZMVKK UERFKDHWUHBVHERFY SSURMEYEWD XOLF WRYHBRFK
GHVLJQ DGYDQWDJHV WKDW HQKDQF H YRR W QEQ IRRVDIVH [ B XQ EWN ® @G X/ HH)
GHYLFHV LQ

,Q WKH DSSOLFDEOH PDUNHW DQG IORZ UDQJHV WKDW ZH VHUYH IRU KL
SXPSV PDQXI'DEWRWWG)EBRZV HW ISNWLHQIHRWHO® VPR DIWP S6XIQ]HER 3 XRB G /W C
RWKHU FRPSDQLHV SXHASEWMROMNWH R\KD DVURIXFRPSHWLWLYH ZLWK WKHYVHRWR O X\
52 GHVDORQWWLRQO\ HIILFLHQW IHDWXUH SURGXFW O XE RXKDMUHG EHDRNIQUV
LQ VPDOO WR PHGLXP VL]HG SODQWYV

6HDVRQDOLW\

7KHUH LV QR VSHFLILF VHDVRQDOLW\ WR KLJKOLJKW WKDW RFFXUV WKU
SURGXFW UHYHQXH IURP TXDUWHU WR TXDUWHU DQG IURP \HDU WR \HDU SU
IURP \HDU WR \HDU

(PHUJLQJ 7THFKQRORJLHV

7TRGD\ ZH DUH SUHNWVDUHQH[ RKLEROBWIWHF KRR GRHMHORS QRYHO SURGXFYV
LQGXVWULHYV 'H FRQWLQXH WRUFHXWMKX WK HH [6 KPR B UR W A KR YRRAH FERHIOHL H Y F
FRPPHUFLDO RSSRUWXQLWLHYV LQ WKH IXWXUH

&2

*UHHQKRXVH JDVHV KDYH IDU UDQJLQJ HQYLURQPHQWDO DQG KHDOWK F
DQG DOVR FRQWULEXWH WR UHVSLUDWRU\ GLVHDVH IURP VPRJ DQG DLU SR
VXSSO\ GLVUXSWLRQV DQG LQFUHDVHG ZLOGILUHV 7KH JOREDO UHIULJHUI
HPLVVLRQV RI ZKKFXUWR KHX RHRBDIHEREDWY ZLWKLQ WKHVH FORVHG V\VWHPV
LQGXVWU\ LV WKH IDVWHVW JURZLQJ VRXUFH RI JUHHQMRXV:HRUD G ZHRLH VRRQ

FRXQWULHV KD Y.HI\DOIQ 4B ARGRMREWWBEOLVKHY D WLPHO IKQE URID XAK®R P D Q
ERWK GHYHORSHG DQG GHYHORSLQJ FRXQWULHV ,Q 2FWREHU WKH 8 6
SKDVH GRZQ WKH SURGEEELRQRIPRBNURRAA B\ RIQ DFFR UG DIQIIDHD Z LY/PK Q@K Q
DGGLWLRQ FHBWDVRFYWDMWWKH. @ WDKWHY R1 &DOLIRUQLD DQG :DVKLQJWRQ
FKDQJH WKHLU UHIULJHUDWLRQ V\VWHPV DK} G UWRK B X{X B RSB H DEREHQ R B HLQMADLA |
DV WKH ) *DV SKDVH GRZQ

$00 RI WKHVH UHJXODWLRQV DUH GULYLQJ WKH UHIULJHUDWLRQ LQGXV
WR VRRIWKNENRK LV RQH RI WKH PRVW VXVWDLQDEOH DQG VDIH QDWXUDO UH
DOWHUQDWLYH UHIULJHUDQWY VXFK DV DPPRQLD DQG SURSRDHHISVIWHEW
VIVWHPV WR LQFUHDVH




7DEOH Rl &RQWHQWYV

7KH FKDOOHQJH WR@DIWHPWRHBPOWHRVWO\ DQG PRUH QW LQ RU
HFRQRPLF FDVH IRU WUDQVLW&R QHQULWHRU BQ®Y RQR QHPHSQW C HZOOPHU
ZKHUH HQHUJ\ FRQVXPIIWIRQDMWQYL ADQ VIVWHP L¥\BX¥RKOKIRIK 3IDUHG WR
VI\VWHP ‘H EHOLHYH RXU SUHVVXUH H[FKDQJHU WHFKQ DQ VROYH
FRQVXPSWLRQ DQG @RAMVWHP WKWHLFROYMY WRR ZKDW ZH KL -HYHG LQ
LQGXVWULDIS EDVRAMVEDRVHW 2XU UHIBLIHUD®LRQ ORIFHUIDE ‘W WKH
H[LVWLQJ FHUDPLFVY PDWHULDO VFLHQFH DQG PDQXIDFW A[SHUWLV
UHIULJHUDWLRQ V\VWHP DUFKLWHFWXUH E\ UHGXFLQ®J *FR" UHWDLO

UHGXFHV WKH HQHUJ\ FRQVXRSIHLIRQJBE Q BVWRLSHY U WIVQH PR/R M(
FROQGLWLRQYV :H VHH WKLV DV D&2ZUQLULBBQWWIFRFHOHUDV

)G UDQJH
DGRSWLR(

7KH FRPPHUFLDO UHIULJHUDWLRQ PDUNHW HFRV\VWHP KDV PXOWLSOH S
SOD\HUV LQFOXGH VXSHUPDUNHWY ZKLFK DUH WKH HQG XVHUV RI WKH V\V!
V\VWHPV UHIULJHUDWLRQ V\VWHP PDQXIDFWXUHUV DQG GHVLJQ FRQVXO
VXSHUPDUNHWY DQG WKH FRPSRQHQW VSHFLILFDWLRQV WR WKH 2(0V

SHIULJHUDWLRQ 6\VWHP *DV 3URFHVYV J)ORZ ,QFR

COMPRESSOR

COOLING LOADS
(EVAPORATORS)

*For ilfustration purposes ondy,
Actual configuration may vary,

/IRZ SUBYYXWHLPXOWDQHRXVO\ URXWHG WR D FRPSUHVVRU DQG WKH 3; * ZKLFK DOOF
JDV SURFHVV IORZ GLDJUDP LQFRUSRUDWLQJ RXU 3; * LV IRULOOXVWUDWLRQ SXUSR

ODQXIDFWXULQJ
2XU SURGXFWV3: KQEORGDQF RXKUEIR SKBWMKUIM SXPSV DQG FLUFXODWLI

SURGXFHG DVVHPEOHG DQG WHVWHG LQ RXU IDFLOLWLHY ORFDWHG LQ &D(
HTXLSPHQW

(QHUJ\ 5HFRYHU\ ,QF _ JRUP . $QQXDO 5HSRUW



7TDEOH RI &RQWHQWYV

$OXPERODDPLF FRPSRQHWOWWFDIRXIRFKWXUHG LQ KRXVH IURP KLJK SXULW\ C
ZDVWH PDQDJHPHQW VWUDWHJILHYV GXULQJ WKH PDFKLQLQJ SKDVH ZKHQ W
FROOHFWHG SURFHVVHG DQG WKHQ UHXVHG &RPSRQHQWYV IRU RXU RWKH!
QDWXUH RI RXU PDQXIDFWXULQJ PHWKRGYV DQG SURGXFW GHVLJQV DQG WR
WHVW ORRSV DOORZV XV WR WHVW HYHU\ ZDWHU SURGXFW ZH PDQXIDFWXU'
RXU zDWHU XVDJH KDYH EHHQ PRGLILHG WR DOORZ XV WR UHF\FOH PRVW R

‘H REWDLQ UbDZ SURFHVVHG DQG FHUWDLQ SUH PDFKLQHG PDWHULDOV
OLPLWHG QXPEHU RI WKHVH VXSSOLHUV DUH VLQJOH VRXUFH WR PDLQWDL(
UHGXQGDQW VRXUFH H[LVWYV LQ D PDMRULW\ RI FDVHV TKURXJK RXU YHUW
DOO FRPSRQHQWY PHHW RXU KLJK VWDQGDUGV IRU TXDOLW\ GXUDELOLW\ I

‘H DUH FRPPLWWHG WR UHGXFLQJ WKH HQYLURQPHQWDO LPSDFW RI RXU
DQG GLVFLSOLQHG JURZWK RXU RSHUDWLRQV DQG RXU LPSDFW RQ WKH HQ
RXU HQYLURQPHQWDO LPSDFW DUH E\ UHGXFLQJ FRQVXPSWLRQ Rl UHVRXUF
HQHUJ\ DQG PRQLWRULQJ NH\ HQYLURQPHQWDO LQGLFDWRUV 2XU HIIRUW\
JURZV $V D FRPPLWPHQW WR WKH VXVWDLQDELOLW\ RI RXU RSHUDWLRQV
HQYLURQPHQWDO PDQDJHPHQW V\VWHPV

5HVHDUFK 'HYHORSPHQW DQG 7THFKQRORJ\

7RGD\ RXU LQ$H\VDWMHHIRWEXVHGVRQ DGYDQFLQJ RXU VROXWLRQV WR EH!

DSSOGQHVRXWH H[FKDWRHWH® HPIKUINRIRI \ VX FK [OL\Q & X W WIUH.FOBO@EE DIRINRNZ-DMAH |
DQG IXQGDPHQWDO UHVHDIFKVIVXW R 8 HZ DLSE I8 [JIMWE RMQRII R KEZ YHUWLFL

$W WKH RQVHW RI DQ\ WHFKQRORJ\ SURMHFW ZH VHW ILQDQFLDO DQC
EHQFKPDUN RXU VXFFHVV LQFOXGLQJ WKHVH WLPH EDVHG WDUJHWYV QH
FRPPHUFLDOL]DWLRQ RI QHZ SURGXFWV ZLWKLQ PRQWKYV RI SURMHFW LQF
,Q DGGLWLRQ ZH FRQVLGHU EURDGHU LPSOLFDWLRQV RI D QHZ SURGXFW
GHYHORSPHQW

'H UHFRJQL]H WKH LPSRUWDQFH RI FDUHIXO G\ 'VIWRZIDWERLQJIJHUAV RFWIPH.
DQDO\WLFDO DQG WHVWLQJ FDSDELOLWLHY WR HYDOXDWH RXU VROXWLRQV
WR EH OHVV UHOLDQW RQ IXOO VFDOH WHVWLQJ WKDW LV FRVWO\ DQG RIW
QXPHULFDO PRGHOLQJ DQG DQDO\WWLFDO WRROV DOORZ IRU GLPHQVLRQD
G\QDPLFV I10XLG VWUXFWXUH LOQWHUDFWLRQV WKHUPRG\QDPLFVY DQG V\VW|
HIWHQVLYH VWDWH RI WKH DUW H[SHULPHQWDO FDSDELOLWLHY DOORZ XV
GHYHORSLQJ QHZSGHVYUXDWILHHRAKODRRIRIKBWEHOKQ RNORNHPY DQG DSSOLFDWLRQV

2XU KLJKO\ VNLOOHG HQJLQHHULQJ WHDP PDQ\ RI ZKRP FDUU\ DFFUHGL)
D UDQJH RI WHFKQLFDO ILHOGY FULWLFDO WR VXSSRUW RXU FXUUHQW SUF
FRPSHWHQFLHV RI IOXLG PHFKDQLFY DQG DHURG\QDPLFY VROLG PHFKDQLI
DEDO\WVLYVY EHDULQJV GHVLJQ UROOHU HOHPHQW K\GURVWDWLF DQG K\GUF
WULERORJ\ PDWHULDO VFLHQFH DQG FRDWLQJV SXPSV DQG WXUELQHV WX

,QIRUPDWLRQ 7THFKQRORJ\

‘H UHO\ RQ RXU LQIRUPDWLRQ WHFKQRORJ\ 3,77 DQG GDWD V\VWHPV L
WHFKQRORJ\ LQ RXU EXVLQHVV H[SDQGV VR WRR GRHV WKH LPSRUWDQFH R
SURSHUW\ DQG FXVWRPHU DQG HPSOR\HH LQIRUPDWLRQ VHULRXVO\ :H
HJ F\EHUVHFXULW\ ULVNV DQG ORRN WR PLWLJDWH WKHVH ULVNV WKU]
DVVHVVPHQWY :H KDYH PDGH DQG FRQWLQXH WR PDNH LQYHVWPHQWV LQ




7TDEOH RI &RQWHQWYV

2XU HQWHUSULVH ZLGH SURJUDPV LQFOXGH HQGSRLQW VHFEXULW\ DQG

PDQDJLQJ DQG LQVWDOOLQJ VHFXULW\ SDWFKHVY XSGDWHV IRU WKLUG SDL
VIVWHPYV WKDW PRQLWRU RXU LQIUDVWUXFWXUH DQG DOHUW RXU VHFXULW\
DOO DFFHVV WR VHUYHUVY DQG QHWZRUNY DW RXU IDFLOLWLHYV /IRFDO QH!
FRQWURO OLVWY DQG YLUWXDO ORFDO DUHD QHWZRUNV 39/$1° ‘H KDYH E
VHUYLFHVY VXFK DV VRIWZDUH GHILQHG SHULPHWHUV 36'3° JHUR WUXVW QF
UHJXODUO\ SHUIRUPY SHQHWUDWLRQ WHVWLQJ DQG ZH HQJDJH D WKLUG SD
UHPHGLDWH DQ\ LVVXHYV

8QGHU RXU HQWHUSULVH ZLGH DSSURDFK WR ULVN PDQDJHPHQW F\EHU"
$XGLW &RPPLWWHH RI WKH %RDUG RI 'LUHFWRUV ZKLFK FRQVLVWV RI IRXU
LQLWLDWLYHV ZH SXUFKDVH F\EHUVHFXULW\ LQVXUDQFH WR SURWHFW DJ
F\EHUVHFXULW\ UHODWHG LQFLGHQWY :H FRQWLQXDOO\ VWUHQJWKHQ DQG
DQG DSSO\ ULVN EDVHG VWUDWHJLHY WR HQKDQFH SUHYHQWLRQ GHWHFWLI

,QWHOOHFWXDO 3URSHUW\

‘H VHHN SDWHQW SURWHFWLRQ IRU QHZ WHFKQRORJLHY LQYHQWLRQV
‘H UHO\ RQ SDWHQWY WUDGH VHFUHW ODZV DQG FRQWUDFWXDO VDIHJXDU

KRZ XVHG LQ WKH SURGXFWLR QLRINRXAO Y R BB \IF (BRREN/RRSO-HHRGERCEG/DL \QVR/ QIR W L R
SDWHQWY DV ZHOO DV SHQGLQJ SDWHQW DSSOLFDWLRQV

‘H KDYH UHJLVWHUHG WKH IROORZLQJ WUDGHPDUNV5ZL3¥ K3W BEHHSYXW H
([FKDQBUWHVVXUH (FXWQDHIIRZHUBYDLQ  WKH (QHUJ\ 5HFRFNU®JO RINRD ODLQXC
$IIRUGDEODOKDYH DOVR DSSOLHG IRU DQG UHFHLYHG UHJLVWUDWLRQV LQ LQW

+XPDQ &DSLWDO 5HVRXUFHYV

2XU HPSOR\HHV DUH NH\ WR RXU FR:PLSDIG\J X LWW\F ALFQ\RW H 2 X UQX Q\SIDAHD\D O B G
DOO HQDEOHG E\ RXU HPSOR\HHV 2XU FRPSDQ\ LV EXLOW DURXQG LQQRY
HPSOR\HHV WR FKDOOHQJH WKH VWDWXV TXR DFWLYHO\ SDUWQHU WR UHVF
RSHUDWLRQV :H VWULYH IRU DQ H[FLWLQJ VDIH DQG FROODERUDWLYH ZF
FRPSHWLWLYH DGYDQWDJH

$V MIFHPEHU ZH KDGXOO WLPH HPSOR\HHV ZKLFK LV DSSUR[LPDWHO\
DQG OHDVHG HPSOR\HHYV 2XU OHDVHG HPSOR\HHV LQFOXGH VDOHV DQG \
XQLRQL]JHG DQG ZH FRQVLGHU RXU UHODWLRQV ZLWK RXU HPSOR\HHV WR EH

2XB8RGH RI %XVLQRXWEGHYGIGXHW DV D FULWLFDO WRRO WR KHOS DOO RI
SUHVHUYLQJ DQG QX WVRXGU QUH RXHF AHBWIXQ HR X X P SOR\HH PDQXDO DQG WUI
KDUDVVPHQW DQG EXOO\LQJ DQG WKH HOLPLQDWLRQ RI ELDV LQ WKH ZRUN

2XU IRFXV LV WR FUHDWH DQ HQJDJHG HPSOR\HH H[SHULHQFH WKURXJK
HPSOR\HHYV ‘H DUH FRPPLWWHG WR VXSSRUWLQJ HPSOR\HH GHYHORSPHQW
HPSOR\HH HQJDJHPHQW HIIRUWY LQFOXGH QHZVOHWWHUY DQG DOO HPSOR\F
HIHFXWLYH VWDII PHHWLQJ ZLWK VPDOO JURXSV RI HPSOR\HHV LQ DQ LQIR
LQIRUPHG LQFUHDVH WUDQVSDUHQF\ DQG SURPRWH D FXOWXUH RI RSHQ F
GHYHORSPHQW WKURXJK ZKLFK ZH VWULYH WR HGXFDWH DQG HQKDQFH RXU

2XU FRPSHQVDWLRQ DQG EHQHILW SURJUDPV DUH GHVLJQHG WR UHFRJ(
UHVXOWY LQFOXGLQJ YDULDEOH SD\ ZKLFK UHZDUGY HDFK HPSOR\HH IRU |
DQG HTXLYDOHQWYV DUH LQFOXGHG LQ VKDUH EDVHG HTXLW\ DzZDUG JUDQ
GHYHORSPHQW SURJUDPYVY DQG WUDLQLQJ DQG RSSRUWXQLWLHY WR JLYH EC
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(PSOR\HH VDIHW\ UHPDLQV RXU WRS SULRULW\ 7R DFFRPSOLVK RXU VI
HQVXUH WKH VDIHW\ RI HDFK HPSOR\HH DV ZHOO DV FRPSOLDQFH ZLWK
LQWHUQDWLRQDOO\ UHFRJQL]HG ,62 VWDQGDUGVY )RU IXUWKHU WUDQ
,QFLGHQW 5DWH 1HDU OLVV J)UHTXHQF\ 5DWH )DWDOLW\ 5DWH DQG VDIHW\

$GGLWLRQDO ,QIRUPDWLRQ

2XU ZHEANAZVHQIHW J\UHF RY DWVRRPDLQWDLQ DQ ,QYHVWRU 5HODWLRQV ZH
LPSRUWDQW LQIRUPDWLRQ LQFOXGLQJ QHZKWWASW D Y H VH GHIHM H ENRHPIGR QPR |
,QYHVWRU 5HODWLRQV ZHEVLWH DV D PHDQV RI FRPSO\LQJ ZLWK RXU GLVF
PRQLWRU RXU ,QYHVWRU 5HODWLRQV ZHEVLWH LQ DGGLWLRQ WR SUHVV U
FRQHHJH FDOY DG ZHFDWY 2 XUSCROCBHRRWRQ) RP . 4XOMWOD SHRWRQ)RP 4 &XWBBHRWRQ)RP . DO
DPHQGPHQWY WR WKRVH UHSRUWV DQG WKH 3UR[\ 6WDWHPHQW IRU RXU $¢
,QYHVWRU 5HODWLRQV VHFWLRQ RI RXU ZHEVLWH DV VRRQ DV UHDVRQDEO\
7KH LQIRUPDWLRQ FRQWDLQHG RQ RXU ZHEVLWH RU DQ\ RWKHU ZHEVLWH L\
KHUHLQ RU ZLWK DQ\ RWKHU ILOLQJ ZH PDNH ZLWK WKH 6(& 2XRRBOHDNGTOHD U
6DQ /HRO@®URRUQROG RXU PDLQ WHOHSKRQHRKMXPEHPDLWQWDLQV DQ LQWHUQH
SUR[\ DQG LQIRUPDWLRQ VWDWHPHQWY DQG RWKHU LQIRUPDWLRQ UHJDUGL
ZHEVIKWHNBY ZZZ \WHRDIRY LQFOXGHG WKLV ZHEVLWH DGGUHVV RQO\ DV DQ L
DFWLYH OLQN WR WKH 6(& ZHEVLWH

,WHP $ ©5LVN )DFWRUV

7KH IROORZLQJ GLVFXVVLRQ VHWYVY IRUWK ZKDW PDQDJHPHQW FXUUHQW
FRXOG LPSDFW RXU EXVLQHVVHV UHVXOWY RI RSHUDWLRQV DQG ILQDQFLD!
WR XV RU RXU PDQDJHPHQW FRXOG DOVR QHJDWLYHO\ LPSDFW RXU EXVLQ
IROORZLQJ VKRXOG QRW EH FRQVLGHUHG D FRPSOHWH GLVFXVVLRQ RI DOO
WKHVH ULVN IDFWRUV I[URP WLPH WR WLPH LQ RWKHU UHSRUWYV ZH ILOH ZLW

5LVNVY 5HODWHG WR RXU :DWHU 6HIJPHQW

2XU :DWHU VHIJPHQW UHYHQXHV ODUJHO\ GHSHQG RQ WKH FRQVWUXFWLRQ R
UHVXOW RXU RSHUDWLQJ UHVXOWYV KDYH KLVWRULFDOO\ H[SHULHQFHG DQ(
FDSLWDO VSHQGLQJ DYDLODELOLW\ RI SURMHFW ILQDQFLQJ SURMHFW WLP
LQGXVWU\

‘H FXUUHQWO\ GHULYH WKH PDMRULW\ RI RXU :DWHU VHJPHQW UHYHQXH
FRQVWUXFWHG ODUJH VFDOH GHVDOLQDWLRQ SODQWYV DQG WKH UHWURILW
ZRUOG 7KH GHPDQG IRU RXU SURGXFWV XVHG LQ WKH :DWHU VHJPHQW PD\
H[LVWLQJ SODQWVY GHFOLQHV IRU DQ\ UHDVRQ LQFOXGLQJ DQ\ JOREDO R
FKDQJLQJ JRYHUQPHQW SULRULWLHV RU WKH LPSDFW RI DQ\ JOREDO RU UH

2WKHU IDFWRUV WKDW FRXOG DIIHFW WKH QXPEHU DQG FDSDFLW\ RI G
DYDLODELOLW\ Rl UHTXLUHG HQJLQHHULQJ DQG GHVLJQ UHVRXUFHV D ZHI
ILQDQFLQJ FKDQJHV LQ JRYHUQPHQW UHJXODWLRQ SHUPLWWLQJ UHTXLU]
VROXWLRQV (DFK RI WKHVH IDFWRUV FRXOG UHVXOW LQ UHGXFHG RU XQ
FRQVWUXFWLRQ RI WUHDWPHQW SODQWY RU UHGXFWLRQV LQ VSHQGLQJ IRL
:DWHU VHJPHQW VDOHV DQG UHYHQXH ZKLFK LQ WXUQ FRXOG KDYH DQ DC
RSHUDWLRQV DQG PDNH LW GLIILFXOW IRU XV WR DFFXUDWHO\ IRUHFDVW R X

,Q DGGLWLRQ WKH GHVDOLQDWLRQ LQGXVWU\ KDV EI8HQ S RIEXIFFQLR@ J
WHFKQRORJ\ VKLIW GRHVY QRW FRQWLQXH RU ZH DUH XQDEOH WR FDSWXUH
VDOHY DQG UHYHQXH FDQ EH QHJDWLYHO\ LPSDFWHG
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2XU :DWHU VHIJPHQW IDFHV FRPSHWLWLRQ IURP D QXPEHU RI FRPSDQLHV Wt
DQ\ RQH RI WKHVH FRPSDQLHV SURGXFHYV VXSHULRU WHFKQRORJ\ RU RIIHUV
PDUNHW FRXOG EH KDUPHG DQG RXU SURILWY PD\ GHFOLQH

7KH PDUNHW IRU HQHUJ\ UHFRYHU\ GHYLFHV DQG SXPSV IRU ZDWHU WUH
SHUVLVW DQG LQWHQVLI\ DV WKH GHVDOLQDWLRQ DQG LQGXVWULDO ZDVWH

LQFOXGLQJ QHZ SURGXFWV IURP YORZVHUYH DQG 'DQIRVV WKDW GLUHFV
H[SHFW QHZ FRPSHWLWRUV WR HQWHU WKH PDUNHW DQG H[LVWLQJ FRPSHW
SURGXFWV WKDW DUH GLUHFWO\ FRPSHWLWLYH WR RXU VROXWLRQV 7KHVI
RITHUHG DW SULFHV WKDW DUH FRQVLGHUDEO\ OHVV WKDQ WKH FRVW RI RX
FDXVH XV WR DGMXVW WKH SULFHV Rl FHUWDLQ SURGXFWV WR VWD\ FRPSH
DGYHUVHO\ DIIHFW RXU PDUNHW VKDUH FRPSHWLWLYH SRVLWLRQ DQG PDU
JUHDWHU ILQDQFLDO WHFKQLFDO PDUNHWLQJ DQG RWKHU UHVRXUFHV Ol
PRUH H[WHQVLYH SURGXFWV DQG SURGXFW OLQHV WKDW ZRXOG HQDEOH WK
DW ORZHU SULFHV RU ZLWK RWKHU PRUH IDYRUDEOH WHUPV DQG FRQGLWL
LPSDFWHG ZKLFK ZRXOG DIIHFW RXU EXVLQHVV SURGXFW PDUJLQV RSHUD
ZHUH WR PHUJH RU SDUWQHU ZLWK DQRWKHU FRPSDQ\ WKH FKDQJH LQ WK
FRPSHWH HIITHFWLYHO\

$ VXVWDLQHG GRZQWXUQ LQ WKH HFRQRP\ FRXOG LPSDFW WKH IXWXUH RI
WUHDWPHQW RI YDULRXV LQGXVWULDO ZDVWHZDWHU YHUWLFDOV ZKLFK FR?

7KH GHPDQG IRU RXU ZDWHU SURGXFWV DQG VHUYLFHV GHSHQGV SULPI
SODQWYV WKH UHWURILW RI H[LVWLQJ SODQWV DQG WKH FRQVWUXFWLRQ R
XS WKH *XOl &RRSHUDWLRQ &RXQFLO 3*&&  &KLQD DQG ,QGLD 7KH UHFH(
QHJDWLYH HFRQRPLF LPSDFW RQ WKHVH DQG RWKHU FRXQWULHV ZKLFK PC
ILQDQFLQJ IRU QHZ GHVDOLQDWLRQ DQG UHWURILW SURMHFWV 7KH LQD
SRVWSRQHPHQW RU FDQFHOODWLRQ RI WKHVH SURMHFWV DQG RU FKDQJH
SURMHFWVY HDFK Rl ZKLFK FRXOG UHVXOW LQ GHFUHDVHG GHPDQG IRU RXU
EXVLQHVV ILQDQFLDO FRQGLWLRQ RU UHVXOWV RI RSHUDWLRQV

‘H DUH VXEMHFW WR ULVNV UHODWHG WR SURGXFW GHIHFWV ZKLFK FRXOG
LQ D VLIJQLILFDQW RU D ODUJH QXPEHU RI ZDUUDQW\ RU RWKHU FODLPV LQ I

‘H SURYLGH D ZDUUDQW)\ IRU FHWR/PRQDSER S ¥ RWMGH B © PHRUDLIRGWR [IRU
FRPSRQHQWYV RI RXU 3; EUDQGHG SURGXFWV :H WHVW RXU SURGXFWV LQ R
EH QR DVVXUDQFH WKDW RXU WHVWLQJ ZLOO UHYHDO ODWHQW GHIHFWV LQ
VROG LQWR WKH PDUNHW 7KH WHVWLQJ PD\ QRW UHSOLFDWH WKH KDUVK
WKH\ DUH LQVWDOOHG ,W LV DOVR SRVVLEOH WKDW FRPSRQHQWV SXUFKI
FRPSRQHQWWE UDIXRXB WXUEREKBXOBMWLRQ ERRVWHU SXPSV DUH FXVWRP PDC
SURGXFWLRQ HQYLURQPHQWYV $FFRUGLQJO\ WKHUH LV D ULVN WKDW ZH F
SURGXFW GHIHFWV :H PD\ LQFXU DGGLWLRQDO FRVW Rl UHYHQXH LI RXU Z
LVVXHV UHODWHG WR GHIHFWV LQ RXU SURGXFWV ,I| WKHVH DGGLWLRQDO
FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV




7TDEOH RI &RQWHQWYV

‘H PD\ QRW EH DEOH WR VXERKXWIWOOD ¢ ZIE/NWAHZ D HAUK H

7KHQGXVWULDPD ENWWHZDWMBOYLQJ DQG FRYHUV D ZLGH UDQJH5RI LQG.
WHFKQRORJLHV :KLOH RXU SURGXFWV FDQ EH D SRWHQWLDO VROXWLRQ WF
GHYHORSLQJ PDUNHW DGRSWLRQ RI RXU LQGXVWULDO ZDVWHZDWHW B URREG X
PLQLPXP OLTXLHGT GLWHRBPQWY IRU VSHFLILF LQGXVWULHV LQ PDQ\ SDUWV RI
WUHDWLQJ ZDVWHZDWHU $FFRUGLQJO\ HQG XVHUV LQ VXFK DUHDV PD\ QR
GR PD\ VHOHFW D FRPSHWLWLYH RU DOWHUQDWLYH ZDVWHZDWHU WUHDWP}
DQG FRPSHWLWLYH SURGXVW UV L\DLEDAR F\W 8 PBVUMEKBHY GR QRW LQFOXGH UHYH!
FRPSHWLWRUV PD\ KDYH H[LVWLQJ UHODWLRQVKLSV ZLWK HQG XVHUV JUHE
DQG RWKHU UHVRXUFHV WKDW PD\ PDNH LW FKDOOHQJLQJ IRU XV WR FRPS|
VXFFHVVIXO0 Ol QGHWHOR D ERED Y WHZ D@MYHORS DQ\ PDUNHW VKDUH RU ZLQ I
EXVLQHVV RSHUDWLQJ UHVXOWY DQG ILQDQFLDO FRQGLWLRQ

5LVNV 5HO O WHIGI WR] R ¥ &HIRPCHROIW H V
‘H PD\ QRW EH DEOH WR VX BRHMMVIXI 6 BRALROWRHD UQ! MWK H

JRU WKH SDVW GHFDGH WKH JOREDO FRPPHUFLDO KQ®&U R HIX EDHRUHIDY E I
UHIULJHUDQWY WR QDWXUWROU Y N BRQ W KKVGRY RV & X RKREIERDQW SKDVH GRZQ
HQYLURQPHQWDO UHJXGDWLRBYHUH UGWRRIBXEBEBPWKK IR XIVH UQWLRQ V\
FRQWLQXH WR ZRUN RQ GHYHORSLQJ PDUNHW DB&RSW LKROQY/ FEIHW R LS RY H W LW HF
JXDUDQWHH WKDW ZH ZLOO EH VXFFHVVIXO LQ JHQHUDWLQJ VXVWDLQHG LQ
RXU JRDOV RU DW DOO 7KH FRPPHUFLDO DQG LQGXVWULDO UHIULJHUDWLF
RU UHIULJHUDQWYV PD\ HPHUZJH* VORQLDG GNKMH PG RBW PR Y HRY FRKIQWHU QHZ W
QHHG WR VROYH LQ RUGHU WR DFKLHYH DGRSWLRQ RI WKH WHFKQRORJ\
HVWDEOLVKHG FRPSDQLHV ZKR KDYH JUHDWHU H[SHULHQFH DQG UHVRXUFI
FRPSHWH BJDLQVW WKHUH XQDEOH WR VROYH DQ\ WHFKQRORJLFD®&EKDOOH
UHIULJHUDWLRQ WHFKQRORJ\ ZH PD\ &RWH EWL DHE OBIWLR Q/ RBDFHNVAMX T@ L FIR FR|
RXU HQWLUH EXVLQHVV ILQDQFLDO FRQGLWLRQ RU UHVXOWV RI RSHUDWLR

‘H PD\ QRW EH DEOH WR GHYHORS IXWXUH QHZ WHFKQRORJLHV VXFFHVVIXOC

‘H KDYH PDGH D VXEVWDQ@®GDWD OB YHW R/ MHBMX WO RQ RXU GLYHUVLILFDW
RXU UHFHQW FRPPHUFLDO UHIULJHUDWLRQ SURGXFWV :KLOH ZH VHH GLYH
EH VXFFHVVIXO LQ RXU HIIRUWV 2XU PRGHO IRU JURZWK LV EDVHG LQ SDU\
QHZ PDUNHWVY ERWK LQ WHUPV RI JHRJUDSKLHY DQG SURGXFW DUHDV DQG
PDUNHW 2XU FRPSHWLWLYH SRVLWLRQ DQG IXWXUH JURZWK GHSHQG XSR
GHYHORS DQG PDLQWDLQ FRPSHWLWLYH SURGXFWV DQG VHUYLFHV WR DG
VKDUH DJDLQVW DQ HYHU H[SDQGLQJ QXPEHU Rl FRPSHWLWRUV LLL HQKEC
GLVUXSWLYH WHFKQRORJLHV WKDW GLIIHUHQWLDWH WKHP IURP WKRVH RI
EULQJ FRPSHOOLQJ QHZ SURGXFWV DQG VHUYLFHV WR PDUNHW TXLFNO\ DQC
LQQRYDWLRQ DQG WHFKQLFDO H[SHUWLVH DQG XQGHUVWDQGLQJ Rl FXVWRP
WR LQYHVW LQ PDQXIDFWXULQJ UHVHDUFK DQG GHYHORSPHQW HQJLQHHUL
PRGHO IRU JURZWK FRXOG GDPDJH RXU UHSXWDWLRQ OLPLW RXU JURZWK |
QHZ LQGXVWULDO YHUWLFDOV PD\ EH ORZHU WKDQ LQ RXU :DWHU VHJPHQW
UHFRXS LQYHVWPHQWY 7KH IDLOXUH RI RXU WHFKQRORJLHV SURGXFWV R
RITHULQJV RU FXVWRPHUVY VORZHU WKDQ H[SHFWHG DGRSWLRQ RI DQG LQ"
RXU UHYHQXHV RU PDUNHW VKDUH DQG DGYHUVHO\ DIIHFW RXU FRPSHWLWL)




7TDEOH RI &RQWHQWYV

5LVNV 5HODWHG WR RXU *HQHUDO % XVLQHVV

2XU RSHUDWLQJ UHVXOWYV PD\ IOXFWXDWH VLIJQLILFDQWO\ PDNLQJ RXU IXW
UHVXOWYV WR IDOO EHORZ H[SHFWDWLRQV

2XU RSHUDWLQJ UHVXOWYV PD\ IOXFWXDWH GXH WR D YDULHW\ RI IDFWEF
VLIQLILFDQW IOXFWXDWLRQV LQ UHYHQXH IURP TXDUWHU WR TXDUWHU DQG
SDVW FXVWRPHU EX\LQJ SDWWHUQV OHG WR D VLJQLILFDQW SRUWLRQ RI F
FDQFHOODWLRQVY RU RWKHU DGYHUVH HYHQWY LQ WKH IRXUWK TXDUWHU
FRPSDULQJ RXU RSHUDWLQJ UHVXOWY RQ D SHULRG WR SHULRG EDVLV PD\ ¢
LQ WKH HYHQW RXU UHYHQXH RU RSHUDWLQJ UHVXOWY IDOO EHORZ WKH H[S

2XU VDOHV F\FOHV FDQ EH ORQJ DQG XQSUHGLFWDEOH DQG RXU VDOHV HI
VDOHYV DUH GLIILFXOW WR SUHGLFW DQG PD\ YDU\ VXEVWDQWLDOO\ IURP TXI

2XU VDOHV HIIRUWY LQYROYH VXEVWDQWLDO HGXFDWLRQ RI RXU FXUUH
UHFRYHU\ SURGXFWV 7KLV HGXFDWLRQ SURFHVV FDQ EH WLPH FRQVXPLQJ
SDUWLFXODUO\ SURQRXQFHG ZKHQ GHDOLQJ ZLWK SURGXFW LQWURGXFWLR
VDOHV F\ROHFMWNVRRHBUY ZKLFK DUH LQYROYHG ZLRVQW\RFPIRQOKK/HS BY BODQBD W
VHIPHQW VDOHV F\FOR' IR R RB HQW HKQ DX DRIGIDIDQYROYHG ZLWK ODWRHU GF
PRQWKYG PD\ HPRHHMKW WLPH WR WLPH 7KHVH ORQJ VDOHV F\FOHV PDNH
UHVXOWYV LQ RXU H[SHQGLQJ VLJQLILFDQW UHVRXUFHV ZHOO LQ DGYDQFH RI

2XU EXVLQHVYV HQWDLOV VLIJQLILFDQW FRVWV WKDW DUH IL[HG RU GLIILFX
YDULDEOH DQG VXEMHFW WR IOXFWXDWLRQ ZKLFK PD\ DGYHUVHO\ DIIHFW R

2XU EXVLQHVV UHTXLUHV LQYHVWPHQWY LQ IDFLOLWLHV HTXLSPHQW U
UHGXFH RU VFDOH LQ WKH VKRUW WHUP $W WKH VDPH WLPH WKH PDUNHMW
VXFK DV HFRQRPLF UHFHVVLRQV LQFUHDVHG SUHFLSLWDWLRQ XQFHUWDLQ
RXU FRQWURO 'XULQJ SHULRGV Rl UHGXFHG SURGXFW GHPDQG ZH PD\ H
UHVXOWLQJ LQ KLJK RYHUKHDG DQG ORZHU JURVV SURILW PDUJLQV ZKLOH |
WKDW RXU H[LVWLQJ PDQXIDFWXULQJ IDFLOLWLHV DUH FDSDEOH RI PHHWL
VXFFHVV RI RXU EXVLQHVV GHSHQGV RQ RXU DELOLW\ WR H[SDQG RXU PDQX
QHHGV ,I ZH DUH XQDEOH WR UHVSRQG WLPHO\ WR DQ LQFUHDVH LQ GHPD
DGYHUVHO\ DIIHFWHG

, I ZH DUH XQDEOH WR FROOHFW XQELOOHG UHFHLYDEOHV ZKLFK DUH FDXYV
DGYHUVHO\ DIITHFWHG

2XU FRQWUDFRSMLUPVKIBQHIUMOO\ FRQWDLQ KROGEDFN SURYLVLRQV WK
SURGXFWV ERQ®HWRiIU WKH SURGXFW KDV EHHQ VKLSSHG DG OHV M QXHWVKBDIV
ZH UHFRJQL]H SXUVXDQW WR RXU FXVWRPHU FRQWUDFWV LV VXEMHFW WR
KROGEDFNV PD\ UHVXOW LQ UHODWLYHO\ KLJK XQELOOHG UHFHLYDEOHYV
RSHUDWLRQV ZRXOG EH DGYHUVHO\ DIIHFWHG

'H DUH H[SRVHG WR FUHGLW ULVN RQ RXU WUDGH DFFRXQWV UHFHLYDEOF
FRQGLWLRQV ZRUVHQ

6RPH RI RXU RXWVWDQGLQJ WUDGH UHFHLYDEOHY DUH QRW FRYHUHG E\
LQVXUDQFH 2XU H[SRVXUH WR FUHGLW DQG FROOHFWDELOLW\ ULVN RQ RX
LQVWDELOLW\ LQ FHUWDLQ PDUNHWY DQG RXU DELOLW\ WR PLWLJDWH VXFK
FUHGLW ULVN RQ RXU WUDGH UHFHLYDEOHY DV ZHOO DV FHUWDLQ SUHSD\F
OLPLW RXU FUHGLW ULVN DQG DYRLG ORVVHYV




7TDEOH RI &RQWHQWYV

'H GHSHQG RQ D OLPLWHG QXPEHU RI VXSSOLHUV IRU VRPH RI RXU FRPSRQH
UHTXLUHPHQWY RXU EXVLQHVV FRXOG EH KDUPHG

‘H UHO\ RQ D OLPLWHG QXPEHU RI VXSSOLHUV IRU YHVVHO KRHK®HQJV V
UHFRYHV\DEHY VRFAHDLQOHVYV VWHHO KRB WILQA VFDVDQUERKRBY B QMW IRRIORRQFH |
Rl PDQXIDFWXUHUV IRU WKHVH VXSSOLHV LQYROYHV VHYHUDO ULVNV LQ
PDQXIDFWXULQJ \LHOGY SURGXFWLRQ FRVWY FDXVHG E\ ULVLQJ LQIODWLR(
KDYH ORQJ WHUP VXSSO\ DJUHHPHQWYV ZLWK WKHVH VXSSOLHUV EXW VHFX
REOLJDWLRQ WR VXSSO\ SURGXFWV WR XV IRU DQ\ VSHFLILF SHULRG LQ DQ
SXUFKDVH RUGHU 2XU UHTXLUHPHQWY PD\ UHSUHVHQW D VPDOO SRUWLRQ
UHDOORFDWH FDSDFLW\ WR RWKHU FXVWRPHUYVY HYHQ GXULQJ SHULRGV RI |
WKH IXWXUH H[SHULHQFH SURGXFW TXDOLW\ LVVXHV DQG GHOLYHU\ GHOD
LQDELOLW\ RI RXU YHQGRUV WR FRQVLVWHQWO\ PHHW RXU TXDOLW\ RU GH(
FRPPLWPHQWY WR XV RU IDLO WR PHHW TXDOLW\ RU GHOLYHU\ UHTXLUHPH (
VHQVLWLYH FXVWRPHU RUGHUV EH XQDEOH WR GHYHORS RU VHOO RXU SU
GHFUHDVHG UHYHQXH ZKLFK FRXOG KDUP RXU EXVLQHVV RSHUDWLQJ UHV:
IXWXUH ZKLFK ZRXOG UHTXLUH WLPH DQG UHVRXUFHV I ZH GR QRW TXDO
VKRUWDJHYVY GXH WR RXU GHSHQGHQFH RQ FXUUHQW VXSSOLHUV

3DUWV RI RXU LQYHQWRU\ PD\ EHFRPH H[FHVV RU REVROHWH ZKLFK ZRXOG |

,QYHQWRU\ Rl UDZ PDWHULDOV SDUWV FRPSRQHQWYV ZRUN LQ SURFHV\
GXH WR D YDULHW\ RI IDFWRUV LQFOXG L QQ GVAKQLRIOR BDE/BNDH E BBGDU/ LLRIQWPKE
LQ SURGXFW FKDQJHV ORQJ GHOD\V LQ VKLSPHQW RI RXU SURGXFWV RU RU
DQG RXU LQDELOLW\ WR HVWLPDWH H[DFW DPRXQWV DQG W\SHV RI LWHPV
SXPSV DQG FRVW UHGXFWLRQ LQLWLDWLYHV UHVXOWLQJ LQ FRPSRQHQW FK

,Q DGGLWLRQ ZH PD\ IURP WLPH WR WLPH SXUFKDVH PRUH LQYHQWRU\
FDVH Rl DQ DQWLFLSDWHG LQFUHDVH LQ GHPDQG IRU RXU SURGXFWV ,I ZH
RI FHUWDLQW\ DQG RXU DFWXDO RUGHUV IURP RXU FXVWRPHUV DUH ORZHU
UHTXLUHG WR ZULWH RIl DQG RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG

‘H PD\ QRW JHQHUDWH SRVLWLYH UHWXUQV RQ RXU UHVHDUFK DQG GHYHOR:

'"HYHORSLQJ RXU SURGXFWV LV H[SHQVLYH DQG WKH LQYHVWPHQW LQ ¢
EHOLHYH RQH RI RXU JUHDWHVW VWUHQJWKY OLHV LQ RXU LQQRYDWLRQ DC
DQG JHQHUDWLQJ D UHWXUQ FDQ EH GLIILEXOW ‘H H[SHFW WKDW RXU Ul
LQYHVWPHQWYV ,Q DGGLWLRQ WKHVH LQYHVWPHQWY PD\ WDNH VHYHUDO \H

%XVLQHVV LQWHUUXSWLRQV PD\ GDPDJH RXU IDFLOLWLHV RU WKRVH RI RXU

2XU RSHUDWLRQV DQG WKRVH RI RXU VXSSOLHUV PD\ EH YXOQHUDEOH W
ZHOO DV SRZHU ORVV WHOHFRPPXQLFDWLRQV IDLOXUH DQG RWKHU HYHQMW
HDUWKTXDNH IDXOWV DQG KDV H[SHULHQFHG HDUWKTXDNHV LQ WKH SDVW
SXEOLF VDIHW\ S3®3HU VIKXVQ®RZQM O GLVDVW3Ib36RRHEX DE IROULWH WRH R®EM AW
EH VHULRXVO\ LPSDLUHG ZKLFK FRXOG KDUP RXU EXVLQHVV ILQDQFLDO FR
LQVXUDQFH ZH PDLQWDLQ DJDLQVW JHQHUDO EXVLQHVV LQWHUUXSWLRQV Z|




7TDEOH RI &RQWHQWYV

‘H DUH ITURP WLPH WR WLPH LQYROYHG LQ OHJDO SURFHHGLQJVY DQG PD\ E
LQ PDWHULDO DGYHUVH RXWFRPHYV

,Q DGGLWLRQ WR WKH ,3 OLWLJDWLRQ ULVNV ZH PD\ EHFRPH LQYROYHG
FODLPY DQG OHJDO SURFHHGLQJV WKDW DULVH IURBRWPRMW PAHRQ WV PIHCHGQ &\ R
ILWLIBWWKY I RRWHMRUPDWLRQ DERXW FHUWDLQ OHJDO SURFHHGLQJV LQ Zk
IXWXUH ODZVXLWV WR ZKLFK ZzH PD\ EHFRPH D SDUW\ DUH DQG ZLOO OLNHO
ZLOO GLYHUW RXU PDQDJHPHQWIVY DWWHQWLRQ $Q\ OLWLIDWLRQ WR ZKLF
EH UHYHUVHG XSRQ DSSHDO RU LQ SD\PHQWV RI VXEVWDQWLDO PRQHWDU
XQIDYRUDEOH WHUPV ZKLFK FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVL(

2XU DFWXDO RSHUDWLQJ UHVXOWY PD\ GLIIHU VLIJQLILFDQWO\ IURP RXU JXL

‘H UHOHDVH JXLGDQFH LQ RXU TXDUWHUO\ HDUQLQJV FRQIHUHQFH FDO
SHUIRUPDQFH WKDW UHSUHVHQWYV RXU PDQDJHPHQWV HVWLPDWHYV DV RI
VWDWHPHQWY ZLOO EH EDVHG RQ SURMHFWLRQV SUHSDUHG E\ RXU PDQD
FRPSOLDQFH ZLWK SXEOLVKHG JXLGHOLQHV RI WKH $PHULFDQ ,QVWLWXWH |
QRU DQ\ RWKHU LQGHSHQGHQW H[SHUW RU RXWVLGH SDUW\ FRPSLOHV RU
RSLQLRQ RU DQ\ RWKHU IRUP RI DVVXUDQFH ZLWK UHVSHFW WR WKH SURMHT

SURMHFWLRQV DUH EDVHG XSRQ D QXPEHU RI DVVXPSWLRQV DQG HVWLF
VXEMHFW WR VLJQLILFDQW EXVLQHVVY HFRQRPLF DQG FRPSHWLWLYH XQFHL
EDVHG XSRQ VSHFLILF DVVXPSWLRQV ZLWK UHVSHFW WR IXWXUH EXVLQHVV
RXWFRPHYV DV KLJK DQG ORZ UDQJHV ZKLFK DUH LQWHQGHG WR SURYLGH D
WKDW DFWXDO UHVXOWY FRXOG QRW IDOO RXWVLGH RI WKH VXJIJHVWHG UD(
PDQDJHPHQW WR GLVFXVV RXU EXVLQHVYV RXWORRN ZLWK DQDO\WWYV DQG LC
SXEOLVKHG E\ DQ\ VXFK WKLUG SDUWLHYV

*XLGDQFH LV QHFHVVDULO\ VSHFXODWLYH LQ QDWXUH DQG LW FDQ EH
IXUQLVKHG E\ XV ZLOO QRW PDWHULDOL]H RU ZLOO YDU\ VLJQLILFDQWO\ I
PDQDJHPHQW EHOLHYHV LV UHDOL]DEOH DV RI WKH GDWH RI UHOHDVH $FW
,Q OLJKW RI WKH IRUHJRLQJ LQYHVWRUYVY DUH XUJHG QRW WR UHO\ XSRQ RX

$Q\ IDLOXUH WR VXFFHVVIXOO\ LPSOHPHQW RXU RSHUDWLQJ VWUDWHJ\
35LVN )DFWRUV®™ VHFWLRQ LQ WKLV $QQXDO 5HSRUW RQ )RUP . FRXOG UHV
WKH GLIITHUHQFHYVY PD\ EH DGYHUVH DQG PDWHULDO

,Q SUHSDULQJ RXU ILQDQFLDO VWDWHPHQWY ZH PDNH FHUWDLQ DVVXPSWLF
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ZKLFK LI QRW DFFXUDWH PD\ VL

‘H PDNH DVVXPSWLRQV MXGJPHQWY DQG HVWLPDWHV IRU D QXPEHU RI
ORQJ OLYHG DVVHWV DQG RWKHU LQWDQJLEOH DVVHWV WKH UHDOL]DELOL)
DZDUGV :H DOVR PDNH DVVXPSWLRQV MXGJPHQWY DQG HVWLPDWHV LQ
FRPPLVVLRQV DQG YDULDEOH FRPSHQVDWLRQ DQG LQ GHWHUPLQLQJ WKH I
DVVHWVY DOORZDQFHV IRU GRXEWIXO DFFRXQWYV DQG OHJDO FRQWLQJHQFL
H[SHULHQFH DQG YDULRXV RWKHU IDFWRUV WKDW ZH EHOLHYH DUH UHDVR(
VWDWHPHQWY $FWXDO UHVXOWV FRXOG GLIIHU PDWHULDOO\ IURP RXU HVW




7TDEOH RI &RQWHQWYV

2XU JOREDO RSHUDWLRQV H[SRVH XV WR ULVNV DQG FKDOOHQJHV DVVRFLD
RSHUDWLRQV PD\ EH DGYHUVHO\ DIIHFWHG E\ RXU HIIR U \6 Q/RZ ¥ RASLT\K ZD /3K
LQWHUQDWLRQDO RS8HYRWHRIZV &R XBK DW WUCHBWAH[IE\R $ AWF RQ&BI$R ODQBZ V

‘H RSHUDWH RQ D JOREDO EDVLV ZLWK RIILFHV RU DFWLYLWLHV LQ (XU
LQKHUHQW LQ FRQGXFWLQJ EXVLQHVV LQWHU@BDOWQLRDD OQ\G WHIEKRXGMALR GR
LOQWHUQDWLRQDO RSHUDWLRQV 7KHVH ODZV DQG UHJXODWLRQV LQFOXGH
FRQWURO ODZV DQG ODZV ZKLFK SURKLELW FRUUXSW SD\PHQWV WR JRYH
LQFOXBLE)ERIMKRU RWKHU DQWL FRUUXSWLRQ ODZV WKDW KDYH UHFHQWO\ E
0DQ\ RI RXU SURG % FOMYSRWAV VOEMHAWWWRFWLRQV WKDW OLPLW WKH GHVWLC
EH VROG RU UHTXLUH DQ H[SRUW O BF6éd®MHH ROWARR R HFKWQ R § HAL \R K FRORCBHOH RD
WKDW VRPH SURYLVLRQV PD\ EH LQDGYHUWHQWO\ RU LQWHQWLRQDOO\ EU]
HPSOR\HHV RXU IDLOXUH WR FRPSO\ ZLWK FHUWDLQ IRUPDO GRFXPHQWDWL
E\ RXU ORFDO GHDOHUV DQG SDUWQHUV 9LRODWLRQV RI WKHVH ODZV DQG
RXU HPSOR\HHV DQG SURKLELWLRQV RU FRQGLWLRQV RQ WKH FRQGXFW RI
RXU DELOLW\ WR RIIHU RXU SURGXFWV LQ RQH RU PRUH FRXQWULHV DQG |
RSHUDWLQJ UHVXOWVY ,Q DGGLWLRQ ZH RSHUDWH LQ PDQ\ SDUWV RI WKH
GHJUHH DQG LQ FHUWDLQ FLUFXPVWDQFHVY VWULFW FRPSOLDQFH ZLWK DQ
VXEMHFW WR FRPSHWLWLYH GLVDGYDQWDJHV WR WKH H[WHQW WKDW RXU F
E\ PDNLQJ SD\PHQWV WR JRYHUQPHQW RIILFLDOV DQG RWKHUV LQ SRVLWLR
SURKLELW XV IURP XVLQJ 2XU VXFFHVV GHSHQGV LQ SDUW RQ RXU DELOL
DQ\ FRPELQDWLRQ RI WKHVH IDFWRUV PD\ DGYHUVHO\ DIIHFW RXU UHYHQXH

2XU IDLOXUH WR PDI6®WDDOWLFSIWRBQGD®WIHVFORVXUHYV FRXOG UHVXOW LQ L
LQYHVWRU FRQILGHQFH DQG DGYHUVH EXVLQHVV DQG ILQDQFLDO UHVXOWV

*RYHUQPHQWY LQYHVWRUV FXVWRPHUV(6D GG DHRBIORA\W HD\Q 6 UH. W RAXRDEUL |
WKLV DUHD DUH UDSLGO\ HYROYLQJ DQG LQFUHDVLQJ :KLOH ZH PRQLWRU
IDLOXUH WR DGHTXDWBH'0S PRV MFHIVQ WKW RPHHWWH. YHUVH VWDNHKROGHU |
UHGXFHG PDUNHW YDOXDWLRQ DQ LQDELOLW\ WR DWWUDFW FXVWRPHUV D¢

&OLPDWH FKDQJH RU OHJDO RU UHJXODWRU\ PHDVXUHV WR DGGUHVYV FOLPD

&OLPDWH FKDQJH UHVXOWLQJ IURP LQFUHDVHG FRQFHQWUDWLRQV RI F
SUHVHQW ULVNV WR RXU RSHUDWLRQV SK\WLFDO ULVN UHVXOWLQJ IURP I
FKDQJHV VXFK DV GURXJKWY KHDW ZDYHV RU VHD OHYHO FKDQJHV LQ FC
GLVUXSW RXU VXSSO\ FKDLQV DQG GLVWULEXWLRQ V\VWHPYV &RQFHUQ RY|
UHTXLUHPHQWY GHVLJQHG WR UHGXFH JUHHQKRXVH JDV HPLVVLRQV DQG R
WD[DWLRQ RI RU FDSV RQ WKH XVH RI FDUERQ EDVHG HQHUJ\ $Q\ VXFK QF
DVVRFLDWHG ZLWK RU GLVUXSW VRXUFLQJ PDQXIDFWXULQJ DQG GLVWULE
VWDWHPHQWYV

‘H PXVW FRPSO\ ZLWK D YDULHW\ RI HI[LVWLQJ DQG IXWXUH ODZV DQG UHJX(
FRVWY RQ XV DQG PD\ DGYHUVHO\ DIIHFW RXU EXVLQHVV

,QFUHDVLQJO\ UHJXODWRUV FXVWRPHUV LQYHVWRUYWFDWWHWRNHH:¥X LDGHG
FHUWBDLQLWLDWLYHY DW WKH &RPSDQ\ WKHUH FDQ EH QR DVVXUDQFH WKD\
WKHVH SURJUDPVY DUH VXIILFLHQWO\ UREXVW ,Q DGGLWLRQ WKHUH FDQ E
RXB8* SURJUDP DV VWDW(HPHRMWNYVUHHEDOHFW) RRAXWFXUUHQW SODQV DQG DVSL!
DEOH WR DFKLHYH WKHP ZLWKLQ WKH WLPHOLQHV ZH DQQRKEIFHAH) IRWMLDW LDY®I
UHSRUWLQJ FDQ LPSDFW RXU DELOLW\ WR KLUH DQG UHWDLQ HPSOR\HHV L
DGGLWLRQ WKHVH SDUWLHV DUH LQFUHDVLQJO\ (IRFPOMWE HRXY V IHFQ OLHF & L QF
UHSRBWL@QIRUPDWLRQ DQG PHWULFV FDQ EH FRVWO\ GLIILFXOW DQG WLPH F
QXPHURXV RSHUDWLRQDO UHSXWDWLRQDO ILQDQFLDO OHJDO DQG RWKHU
DQRG VWRFN SULFH ,QDGHTXDWH SURFHVVHV WR FROOHFW DQG UHYLHZ WKL
VXFK LQIRUPDWLRQ
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$FWV RI :DU RU 7THUURULVP

7TKUHDWV RU DFWV RI ZzDU RU WHUURULVP FDQ8D& {HWR/FHHD D D 13 HFQVRRAXKH B
FRQWLQXLQJ KRVWLOLWLHYV LQ WKH OLGGOH (DVW DQG HOVHZKHUH KDYH F!
HYHQWY PD\ KDYH D PDWHULDO DGYHUVH HIIHFW RQ ZRUOG ILQDQFLDO PDU
GHVDOLQDWLRQ SODQWY DUH ORFDWHG LQ WKH OLGGOH (DVW ,Q DGGLWLF
SXUFKDVH RI RXU SURGXFWYV 7KHVH IDFWRUV RU DQ\ FRPELQDWLRQ RI W
SHUIRUPDQFH

, 1 ZH QHHG DGGLWLRQDO FDSLWDO WR IXQG IXWXUH JURZWK LW PD\ QRW EH

2XU SULPDU\ VRXUFH RI FDVK KLVWRULFDOO\ KDV EHHQ FXVWRPHU SD\PF}
FRPPRQ VWRFN 7KLV KDV IXQGHG RXU RSHUDWLRQV DQG FDSLWDO H[SHQG
WKH IXWXUH WR IXQG RXU RSHUDWLRQV RU UHVSRQG WR FRPSHWLWLYH S
HISDQVLRQ RI RSHUDWLRQYV ‘H PD\ QRW EH DEOH WR VHFXUH VXFK DGGLW
ILQDQFLQJ PD\ SODFH OLPLWV RQ RXU ILQDQFLDO DQG RSHUDWLRQDO IOH
FRQYHUWLEOH GHEW VHFXULWLHV RU RWKHU VHFXULWLHVY FRQYHUWLEOH
SHUFHQWDJH RZQHUVKLS RI RXU FRPSDQ\ DQG DQ\ QHZ VHFXULWLHV WKDW
HILVWLQJ RU IXWXUH KROGHUV RI RXU FRPPRQ VWREFN I ZH DUH XQDEOH V
UHTXLUH LW RXU DELOLW\ WR JURZ RU VXSSRUW RXU EXVLQHVV DQG WR UH

‘H PD\ VHHN WR H[SDQG WKURXJK DFTXLVLWLRQV RI DQG LQYHVWPHQWYV LQ
DFWLYLWLHY PD\ EH XQVXFFHVVIXO RU GLYHUW PDQDJHPHQWTV DWWHQWLRC

‘H PD\ FRQVLGHU VWUDWHJILF DQG FRPSOHPHQWDU\ DFTXLVLWLRQV RI D
VXFK DFTXLVLWLRQV RU LQYHVWPHQWY DUH VXEMHFW WR ULVNV WKDW FRXC

f WKH QHFHVVLW\ Rl FRRUGLQDWLQJ JHRJUDSKLFDOO\ GLVSDUDWH RUJE

f LPSOHPHQWLQJ FRPPRQ VI\VWHPV DQG FRQWUROV

f LQWHJUDWLQJ SHUVRQQHO ZLWK GLYHUVH EXVLQHVV DQG FXOWXUDO

f LQWHJUDWLQJ DFTXLUHG UHVHDUFK DQG PDQXIDFWXULQJ IDFLOLWLHYV

f FRPELQLQJ GLIIHUHQW FRUSRUDWH FXOWXUHV DQG OHJDO V\VWHPV

f XQDQWLFLSDWHG H[SHQVHV UHODWHG WR LQWHJUDWLRQ LQFOXGLQJ

f LQFUHDVHG FRVWV DQG XQDQWLFLSDWHG OLDELOLWLHV LQFOXGLQJ :
PD\ DIIHFW VDOHV DQG RSHUDWLQJ UHVXOWYV

f UHWDLQLQJ NH\ HPSOR\HHV

f REWDLQLQJ UHTXLUHG JRYHUQPHQW DQG WKLUG SDUW\ DSSURYDOV

f OHJDO OLPLWDWLRQV LQ QHZ MXULVGLFWLRQV

f LQVWDOOLQJ HIIHFWLYH LQWHUQDO FRQWUROV DQG DXGLW SURFHGXU

f LVVXLQJ FRPPRQ VWRFN WKDW FRXOG GLOXWH WKH LQWHUHVWYV RI RX

f VSHQGLQJ FDVK DQG LQFXUULQJ GHEW

f DVVXPLQJ FRQWLQJHQW OLDELOLWLHV DQG

f FUHDWLQJ DGGLWLRQDO H[SHQVHYV

‘H PD\ QRW EH DEOH WR LGHQWLI\ RSSRUWXQLWLHYV RU FRPSOHWH WUDC
DQ\ DQWLFLSDWHG EHQHILWYV IURP VXFK DFTXLVLWLRQV RU LQYHVWPHQWYV
LQYHVWPHQWY RQ DWWUDFWLYH WHUPV ,I ZH GR FRPSOHWH DFTXLVLWLR(
ILQDQFLDO SRVLWLRQ RU WKDW WKH\ ZLOO QRW EH YLHZHG QHJDWLYHO\ E\
RI DQ\ DFTXLVLWLRQV RU LQYHVWPHQWY DOVR ZLOO GHSHQG LQ SDUW R
RSHUDWLRQV
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7KH LQWHJUDWLRQ RI EXVLQHVVHYVY WKDW ZH PD\ DFTXLUH LV OLNHO\ WR
UHDOL]H WKH DQWLFLSDWHG UHYHQXHVY RU RWKHU EHQHILWY DVVRFLDWHG
EXVLQHVYV ,/ ZH IDLO LQ DQ\ DFTXLVLWLRQ LQWHJUDWLRQ HIIRUWYV DQG Dl
LQIRUPDWLRQ DQG FRPPXQLFDWLRQ VI\VWHPY RSHUDWLQJ SURFHGXUHV IL
FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV PD\ EH DGYHUVHO\ DIIHFWHG

,Q FRQQHFWLRQ ZLWK FHUWDLQ DFTXLVLWLRQV ZH PD\ DJUHH WR LVVXI
RXU FXUUHQW VWRFNKROGHUV XVH D VXEVWDQWLDO SRUWLRQ RI RXU FDVK
WKDW ZLOO EH VXEMHFW WR LPSDLUPHQW WHVWLQJ RQ D UHJXODU EDVLV D
FHUWDLQ LQWDQJLEOH DVVHWY DQG LQFXU ODUJH DQG LPPHGLDWH ZULWH
ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV

2XU VXFFHVV GHSHQGYV LQ SDUW RQ NH\ SHUVRQQHO ZKRVH FRQWLQXHG VF

2XU VXFFHVV GHSHQGY LQ SDUW RQ WKH FRQWLQXHG DYDLODELOLW\ D
TXDOLILHG HPSOR\HHVY DQG FRPSHWLWLRQ IRU WKHLU WDOHQWYV LV LQWHQ
DEOH WR UHFUXLW DQG UHWDLQ RWKHU KLJKO\ TXDOLILHG HPSOR\HHV LQ W
DGYHUVH HIITHFW RQ RXU EXVLQHVV ILQDQFLDO SRVLWLRQ DQG UHVXOWYV RI

5LVNV 5HODWHG WR (FRQRPLF &RQGLWLRQV LQFOXGLQJ ,QIODWLRQ WKH 8N

5LVLQJ LQIODWLRQ PD\ UHVXOW LQ LQFUHDVHG FRVWV RI RSHUDWLRQV DQ
ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU UHVXOWV RI RSHU

,QIODWLRQ KDV DFFHOHUDWHG LQ WKH 8 6 DQG JOREDOO\ GXH LQ SDUW
SULFHV DQG VWURQJ FRQVXPHU GHPDQG DV HFRQRPLHV FRQWLQXH WR UHR
HQYLURQPHQW FDQ LQFUHDVH RXU FRVW Rl ODERU DV ZHOO DV RXU RWKHU
UHVXOWV ,Q DGGLWLRQ HFRQRPLF FRQGLWLRQV FRXOG LPSDFW DQG UHG X
EHFRPHV PRUH H[SHQVLYH RU XQDYDLODEOH ,Q DGGLWLRQ WKH 8 6 )HGHL
FRQFHUQV DERXW LQIODWLRQ ZKLFK PD\ UHVXOW LQ OLPLWDWLRQV RQ RXU

2XU DELOLW\ WR SDVV RQ VXFK LQFUHDVHV LQ FRVWY LQ D WLPHO\ PDQ
LQFUHDVHY FRXOG UHVXOW LQ ORZHU JURVV PDUJLQV ,QFUHDVHYVY LQ LQW
YRODWLOLW\ LQ ILQDQFLDO PDUNHWY PD\ KDYH WKH HIIHFW RI IXUWKHU LC
HQYLURQPHQW ZH PD\ EH XQDEOH WR UDLVH WKH VDOHV SULFHV RI RXU SUI
FRXOG UHGXFH RXU SURILW PDUJLQY DQG KDYH D PDWHULDO DGYHUVH HIIH
VDOHVY DQG SRWHQWLDO DGYHUVH LPSDFWV RQ RXU FRPSHWLWLYH SRVLWL
SULFLQJ $ UHGXFWLRQ LQ RXU UHYHQXH ZRXOG EH GHWULPHQWDO WR RX
JURZWK )XUWKHU LQFUHDVHG LQWHUHVW UDWHYV FRXOG KDYH D QHJDWLY'}
DGYHUVH HIITHFW RQ WKH PDUNHW SULFH RI RXU FRPPRQ VWRFN

8QFHUWDLQW\ LQ WKH JOREDO JHRSROLWLFDO ODQGVFDSH DQG PDFUR HFRC

7KHUH LV XQFHUWDLQW\ DV WR WKH SRVLWLRQ WKH 8 6 ZLOO WDNH ZL!
WKH 8 6 VXSSRUW IRU H[LVWLQJ WUHDW\ DQG WUDGH UHODWLRQVKLSV ZLV
RWKHU UHFHQW NH\ JOREDO HYHQWY VXFK DV UHFHQWO\ HQDFWHG FXUUHQ
DFWLYLW\ DQG SRWHQWLDO KRVWLOLWLHV LQ WKH OLGGOH (DVW PD\ DGY
EXVLQHVV LQ WKH 8 6 LQFOXGLQJ ZLWK XV LL RXU DELOLW\ WR WUDQVD
ZDWHU PHJDSURMHFWY DUH SODQQHG LLL UHJXODWLRQ DQG WUDGH DJUF
1$6'$4 *OREDO 6HOHFW ODUNHW &RPSRVLWH RQ ZKLFK RXU FRPPRQ VKDU!
JXUWKHUPRUH LQ FRQQHFWLRQ ZLWK LQFUHDVLQJ WHQVLRQV UHODWHG WF
VWDWHG LW LV FRQVLGHULQJ LPSRVLQJ HQKDQFHG H[SRUW FRQWUROV RQ
5XVVLD )XUWKHU HVFDODWLRQ RI JHRSROLWLFDO WHQVLRQV FRXOG KDYH
ZKLFK FRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVV DQG RU RXU VXSSO\ FKDLQ
DUH RXWVLGH RI RXU FRQWURO EXW PD\ QRQHWKHOHVV FDXVH XV WR DGMX
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2XU VXSSO\ FKDLQ PD\ EH PDWHULDOO\ DGYHUVHO\ LPSDFWHG GXH WR J
WUDQVSRUWDWLRQ GHOD\V DQG WKH DUPHG FRQIOLFW LQ 8NUDLQH

‘H UHO\ XSRQ WKH IDFLOLWLHV Rl RXU JOREDO VXSSOLHUV WR VXSSRUW
JOREDO HYHQWV LQFOXGLQJ &29," UHVWULFWLRQV WUDQVSRUWDWLRQ G
HYHQWY DQG UHVXOWLQJ JRYHUQPHQWDO DQG EXVLQHVV UHDFWLRQV RXU
FRPSRQHQWY DFFRUGLQJ WR RXU VFKHGXOH DQG VSHFLILFDWLRQV )XUWKF
DELOLW\ WR TXLFNO\ UDPS XS SURGXFWLRQ ODERU LVVXHV DQG WUDQVSRU
LQWHQVLILHG GXH WR &29," DQG PD\ IXUWKHU LQWHQVLI\ GXH WR RWKHU .
RI DQ\ FRPSRQHQW RU VXSSOLHU FRXOG UHVXOW LQ SURGXFWLRQ GHOD\V
IRU SURGXFLQJ DQG VXSSRUWLQJ RXU WRROV DQG FRXOG LPSDFW RXU R(
REOLJDWLRQV ,I RXU VXSSOLHUVY RSHUDWLRQV DUH FXUWDLOHG ZH PD\
$OWHUQDWH VRXUFHV PD\ QRW EH DYDLODEOH RU PD\ UHVXOW LQ GHOD\V L
HDFK RI ZKLFK ZRXOG DIIHFW RXU UHVXOWV Rl RSHUDWLRQV 7KHVH W\SHV
RI RXU FXVWRPHUV WR REWDLQ PDWHULDOV QHFHVVDU\ IRU WKHLU IX00 SU
GLVUXSWLRQV DQG JRYHUQPHQWDO UHVWULFWLRQV DV ZHOO DV UHODWH
WHPSRUDU\ WKH GXUDWLRQ Rl WKH SURGXFWLRQ DQG VXSSO\ FKDLQ GLVUX
WKH SURGXFWLRQ DQG GLVWULEXWLRQ FORVXUHV FRQWLQXH IRU DQ H[WH
DGYHUVH HIIHFW RQ RXU UHVXOWYV RI RSHUDWLRQV DQG FDVK IORZV %XVL
FRPSRQHQWY DQG UDZ PDWHULDOV WKDW DUH HVVHQWLDO WR WKH RSHUDYV
VXSSOLHV DQG VHUYLFHV IURP RWKHU VXSSOLHUV ZLWK RSHUDWLRQV DUR
IDFWRULHV PD\ UHGXFH RU HYHQ KDOW WKRVH FXVWRPHUVY SURMHFWYV DQG

5LVNV 5 HODWHG WR ,QIRUPDWLRQ 7THFKQRORJ\
‘H PD\ KDYH ULVNVY DVVRFLDWHG ZLWK VHFXULW\ RI RXU LQIRUPDWLRQ WHFK

‘H PDNH VLJQLILFDQW HIIRUWV WR PDLQWDLQ WKH VHFXULW\ DQG LQWH.
HITRUWV WR FUHDWH VHFXULW\ EDUULHUV WR VXFK VI\VWHPV LW LV YLUWX]
FRQWUROV LQ SODFH ZH KDYH LPSOHPHQWHG DGGLWLRQDO HQKDQFHG VH
HVSLRQDJH F\EHUDWWDFNV VXFK DV /2* - PLVXVH RU WKHIW RI LQIRUPD
XQDXWKRUL]JHG DFFHVV WR RXU IDFLOLWLHV V\WVWHPV RU LQIRUPDWLRQ ¢
GLVFORVXUH RI FRQILGHQWLDO LQIRUPDWLRQ LPSURSHU XVDJH DQG GLVWLU
GDWD DQG SURGXFWLRQ GRZQWLPHV $OWKRXJK ZH DFWLYHO\ HPSOR\ Pt
SUHYHQWLQJ XQDXWKRUL]JHG XVH RU LQIULQJHPHQW RI RXU ULJKWV LV LQK}
DQ\ OHJDO DFWLRQ LQ FRQQHFWLRQ ZLWK DQ\ VXFK F\EHUVHFXULW\ EUHD
DWWHQWLRQ DQG DGYHUVHO\ DIIHFW WKH PDUNHWY{V SHUFHSWLRQ RI XV DQ
VI\VWHP WR PHHW LQFUHDVLQJ GHPDQG LQ VWRUDJH FRPSXWLQJ DQG FRPP)
VA\VWHP LV H[SHQVLYH WR H[SDQG DQG PXVW EH KLJKO\ VHFXUH GXH WR WKF&
DQG PDQDJLQJ WKH VXSSRUW QHFHVVDU\ IRU RXU JURZWK SODFHV VLJQLILF
GLYHUW WKHVH UHVRXUFHV IURP WKH FRQWLQXHG JURZWK RI RXU EXVLQHV\

2XU DFWXDO RU SHUFHLYHG IDLOXUH WR DGHTXDWHO\ SURWHFW SHUVRQDC
UHVXOWY RI RSHUDWLRQV

$ ZLGH YDULHW\ Rl SURYLQFLDO VWDWH QDWLRQDO IRUHLJQ DQG LQ
SURWHFWLRQ GLVFORVXUH WUDQVIHU DQG RWKHU SURFHVVLQJ Rl SHUVR(
HYROYLQJ ZLWK QHZ RU PRGLILHG ODZV DQG UHJXODWLRQV SURSRVHG DQC
RU GLIITHUHQW LQWHUSUHWDWLRQV )XUWKHU RXU OHJDO DQG UHJXODWRU
WKH SRWHQWLDO IRU UHJXODWRU\ RU RWKHU JRYHUQPHQWDO HQWLWLHV W
ODZV RU UHJXODWLRQV RU WR LQFUHDVH SHQDOWLHV VLJQLILFDQWO\ &RP
WKH GHYHORSPHQW DQG RIIHULQJ Rl QHZ SURGXFWYV DQG VHUYLFHYV




7TDEOH RI &RQWHQWYV

)RU H[DPSOH WKH *HQHUDO 'DWD 3URWHFWLRQ 5HIJXODWLRQ ZKLFK EHF
UHTXLUHPHQWY DQG SURYLGHV IRU VLJQLILFDQWO\ JUHDWHU SHQDOWLHYV
$GGLWLRQDOO\ &DOLIRUQLD UHFHQWO\ HQDSFBH G ZEHFKVDPMQBY WKKH &DOQ
BULYDF\ &BWSWHRRN HIIHFW RQ -DQXDU\ DQG ZLOO EH HQIRUFHG IURP -)
UHODWLQJ WR SHUVRQDO GDWD E\ FRQWUDFW WKDW LQGXVWU\ VWDQGDUGYV
ODZV DQG UHJXODWLRQV RU RWKHU REOLJDWLRQV WR ZKLFK ZH PD\ EH VXEI
DFFHVV XVH RU RWKHU SURFHVVLQJ FRXOG UHVXOW LQ HQIRUFHPHQW D
FXVWRPHUV DQG RWKHU DIIHFWHG LQGLYLGXDOV ILQHV GDPDJH WR RXU U]
HITHFW RQ RXU RSHUDWLRQV ILQDQFLDO SHUIRUPDQFH DQG EXVLQHVV ).
LQIRUPDWLRQ LQFOXGLQJ WKH FODVVLILFDWLRQ RI LQWHUQHW SURWRFRO |
PD\ OLPLW RU LQKLELW RXU DELOLW\ WR RSHUDWH RU H[SDQG RXU EXVLQH
WKH VKDULQJ RU XVHV Rl GDWD DQG PD\ UHTXLUH VLJQLILFDQW FRVWV UH\

5LVNV 5 HODWHG WR ,QWHOOHFWXDO 3URSHUW\

, 1 ZH DUH XQDEOH WR SURWHFW RXU WHFKQRORJ\ RU HQIRUFH RXU LQWHOOF}
ZH FRXOG EH UHTXLUHG WR LQFXU VLIJQLILFDQW H[SHQVHV WR HQIRUFH RXU

2XU FRPSHWLWLYH SRVLWLRQ GHSHQGV RQ RXU DELOLW\ WR HVWDEOL\
WHFKQRORJ\ IURP FRS\LQJ E\ RWKHUV :H UHO\ RQ WUDGH VHFUHW SDWHQV
HPSOR\HHV DQG WKLUG SDUWLHV DOO RI ZKLFK ® BD ®RGl HFR ROWH DI PUW H® \§
DQG ZKHQ WKHLU WHUPV H[SLUH ZH FRXOG EHFRPH PRUBIL ®X\ORPHI BE OO WWUR
OLPLWHG :KLOH ZH KDYH H[SDQGHG RXU SRUWIROLR RI SDWHQW DSSOLFD
UHVXOW LQ WKH LVVXDQFH RI SDWHQWY RU ZKHWKHU WKH H[DPLQDWLRQ SU
PD\ EH FRQWHVWHG FLUFXPYHQWHG RU LQYDOLGDWHG ORUHRYHU ZKLO
HVVHQWLDO WR WKH SURWHFWLRQ RI RXU WHFKQRORJ\ WKH ULJKWV JUDQYV
PD\ QRW SURYLGH XV ZLWK SURSULHWDU\ SURWHFWLRQ RU FRPSHWLWLYH O
VLPLODU RU VXSHULRU WHFKQRORJLHYV QRZ RU LQ WKH IXWXUH ,Q DGGLWI
SDUWLFXODUO\ LQ JRWMHAN @ FR R Q W ULHRMZHKHNY IR XU S U B SULKIWDRID \ULH KRG W D R |
LPSDLUHG RU XVHOHVV DQG XOWLPDWHO\ H[SRVH XV WR FXUUHQWO\ XQDQW
WUDGHPDUNV DQG RWKHU SURSULHWDU\ ULJKWV LV H[SHQVLYH GLIILFXOW
HQIRUFH RU3GHIKQYE® RYUWR GHWHUPLQH WKH YDOLGB®LWIQ®WERSHFR X &/& HJ I
FRVWV DQG GLYHUVLRQ RI PDQDJHPHQW UHVRXUFHV HLWKHU RI ZKLFK FRXC

&ODLPV E\ RWKHUV WKDW ZH LQIULQJH WKHLU SURSULHWDU\ ULJKWV FRXOG

7KLUG SDUWLHV FRXOG FODLP,WMKDOWWXU , % HFKQRWDIRIQ L QHURQ JR X UWAHM
SDUWLHV VXJIJHVWLQJ WKDW ZH REMB\Q WK O WF MEWH FOR EHOWDY® RH WK H LLX
FODLPV DJDLQVW XV PD\ LQFUHDVH DV WKH QXPEHU Rl SURGXFWYV DQG FRP:
HIWHQW WKDW ZH JDLQ JUHDWHU YLVLELOLW\ ZH EBOQLINY I MWRBWW HF @D DRV
LQIULQJHPHQW E\ D WKLUG SDUW\ HYHQ WKRVH ZLWKRXW PHULW FRXOG F
GLVWUDFW PDQDJHPHQW IURP RXU EXVLQHVV )XUWKHUPRUH D SDUW\ PDN
WR SD\ VXEVWDQWLDO GDPDJHV $ MXGJPHQW DJDLQVW XV FRXOG DOVR LQ
RXU SURGXFWV ,Q DGGLWLRQ ZH PLJKW EH3UZKIDFKU RO\ VWR W HEH DY DLE BB
UHDVRQDEOH WHUPV RU DW DOO $OWHUQDWLYHO\ ZH PD\ EH UHTXLUHG W
H[SHQVH DQG PD\ XOWLPDWHO\ QRW EH VXFFHVVIXO $Q\ Rl WKHVH HYHQV
LQIULQJHPHQW FODLPV DJDLQVW RXU FXVWRPHUV %HFDXVH ZH JHQHUDOO
WKLUG SDUWLHV DQ\ VXFK FODLPV ZRXOG UHTXLUH XV WR LQLWLDWH RU Gt
UHJDUGOHVV RI WKH PHULWVY RI WKHVH FODLPV ,I DQ\ Rl WKHVH FODLPV VX
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5LVNVY 5 HODWHG WR 7D[ DQG *RYHUQPHQWDO 5HIXODWLRQV

7KH HQDFWPHQW Rl OHJLVODWLRQ LPSOHPHQWLQJ FKDQJHV LQ WD[DWLRQ R
WD[ UHIRUP SROLFLHV RU FKDQJHV LQ WD[ OHJLVODWLRQ RU SROLFLHV FRX

2XU IXWXUH HIIHFWLYH WD[ UDWHV FRXOG EH VXEMHFW WR YRODWLOL\
SULQFLSOHV RU LQWHUSU 8 \§ DM L&QW VWIKGTEDH RSE WEP BVEISE WIQRQ WRKMBGH VLJIQ
WKH WD@DBNELR/Q RHVY HQWLWLHYV WKDW PD\ KDYH D PHDQLQJIXO LPSDFW WF
UHGXFWLRQ WR WKH IHGHUDO FRUSRUDWH LQFRPH WD[ UDWH WKH FXUUHQ
PHDVXUHV ZKLFK PD\ OLPLW WKH GHGXFWLRQ Rl FHUWDLQ WUDQVIHU SULFL
5' H[SHQVHV EHJLQQLQJ LQ WKH WD[ \HDU DQG SRVVLEOH OLPLWDWLF
REOLJDWERQHWSDUKWHHQW RI WKH 7UHDVXU\ FRQWLQXHV WR LVVXH UHJXODW!|
HIITHFWLYH WD[ UDWH PD\ EH LPSDFWHG E\ FKDQJHV LQ LQWHUSUHWDWLRQ R
7D[ $FW

,Q DGGLWLRQ PDQ\ FRXQWULHV DUH EHJLQQLQJ WR LPSOHPHQW OHJLV
2UJDQLVDWLRQ IRU (FRQRPLF &R RSHUDWLRQYV %DVH (URVLRQ DQG 3URILW
PRGHUQL]H JOREDO FRUSRUDWH WD[ SROLF\ LQFOXGLQJ FKDQJHV WR FUR)
LQFHQWLYH SUDFWLFHV $V D UHVXOW RI WKH KHLJKWHQHG VFUXWLQ\ RI
WUHDWPHQWY DQG SRVLWLRQV RI FRUSRUDWH LQFRPH WD[HV FRXOG EH VXE
FRXOG DOVR UHVXOW LQ FKDQJHV LQ WD[ SROLFLHV RU SULRU WD[ UXOLQJ
SUHYLRXVO\ SDLG EHLQJ VXEMHFW WR FKDQJH

'XH WR WKH VFDOH RI RXU LQWHUQDWLRQDO EXVLQHVV DFWLYLWLHV DQ
DFWLYLWLHY RU OHJLVODWLYH LQLWLDWLYHV PD\ PDWHULDOO\ DQG DGYHU
ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV JHQHUDOO\

&KDQJHV LQ WD[ ODZV RU UHJXODWLRQV WKDW DUH DSSOLHG DGYHUVHO\ W
EXVLQHVYV FDVK IORZ ILQDQFLDO FRQGLWLRQ RU UHVXOWY RI RSHUDWLRQV

1HZ LQFRPH VDOHV XVH RU RWKHU WD[ ODZV VWDWXWHV UXOHV UH
DGYHUVHO\ DIIHFW RXU EXVLQHVV RSHUDWLRQV DQG ILQDQFLDO SHUIRUPD
FRXOG EH LQWHUSUHWHG FKDQJHG PRGLIHIDG RANKIHS & B UR® MYAYHKWV $I10G VBRI
BHFXULW\ $FW DQG WKH ,QIODWLRQ 5HGXFV8LARWD$ FOD E\Q D HWW & UMD OX L\CLDQF
5HYHQXH 6HUYLFH DQG RWKHU WD[ DXWKRULWLHV ZLWK UHVSHFW WR VXFK
PRGLILHG LQ IXWXUH OHJLVODWLRQ 7KH %LGHQ DGPLQLVWUDWLRQ DQG &R
KDYH DQ DGYHUVH HIIHFW RQ RXU RSHUDWLRQV FDVK IORZV DQG UHVXOWV
XQFHUWDLQ LI DQG WR ZKDW H[WHQW YDULRXV VWDWHV ZLOO FRQIRUP WR
GHIHUUHG WD[ DVVHWYV UHODWLQJ WR RXU RSHUDWLRQV WK H DW CHFIWI XR\QX R I
UHIRUP OHJLVODWLRQ FRXOG KDYH D PDWHULDO LPSDFW RQ WKH YDOXH RI |
LQFUHDYVH XD [ XY S @ V H

7KH 6 &RQJUHVV PD\ PDNH VXEVWDQWLDO FKDQJHV WR ILVFDO UHJXODWLRG(
EXVLQHVV ILQDQFLDO FRQGLWLRQ RSHUDWLQJ UHVXOWV DQG FDVK IORZV

&KDQJHV LQ JHQHUDO HERARPRWKHRY GHYLRQY ERXWKHDGYHUVHO\ DIIHFW
EH VLIJQLILFDQW FKDQJHV LQ DQG XQFHUWDLQW\ ZLWK UHVSHFW WR OHJL
ZKHWKHU DQG ZKHQ DQ\ VXFK FKDQJHV ZLOO RFFXU FKDQJHV DW WKH ORFI
DQG UHJXODWRU\ SURSRVDOV WKDW FRXOG KDYH D PDWHULDO LPSDFW RQ
SXEOLF FRPSDQ\ UHSRUWLQJ UHTXLUHPHQWY DQG HQYLURQPHQWDO UHJXOI




7TDEOH RI &RQWHQWYV

‘H FDQQRW SUHGLFW ZKDW DFWLRQV PD\ XOWLPDWHOS8 BB Q\&D RWH& HU WR X
ZKDW SURGXFWV PD\ EH VXEMHFW WR VXFK DFWLRQV RU ZKDW DFWLRQV PD
SUHGLFW KRZ VXFK DFWLRQV PD\ LPSDFW RXU EXVLQHVV RU WKH EXVLQHVYV
RXU FXVWRPHUV RQ ZKLFK ZH DUH VXEVWDQWLDOO\ GHSHQGHQW DUH ORF
WKH6 DQG &KLQD $Q\ UHVXOWLQJ WUDGH ZDUV FRXOG KDYH D VLJQLILFDC
UHYHQXHYVY JURVYV PDUJLQV DQG EXVLQHVV RSHUDWLRQV

5HIXODWLRQV UHODWHG WR FRQIOLFW PLQHUDOV FRXOG DGYHUVHO\ LPSDF\

7KH 6(& DGRSWHG DQQXDO GLVFORVXUH DQG UHSRUWLQJ UHTXLUHPHQ\
'HPRFUDWLF 5HSXEOLF Rl &RQJR DOVR UHIHUUHG WR DV WKH 2'5&" DQG DG
VXSSOLHU VHOHFWLRQ LW LV FRQVLGHUHG XQOLNHO\ WKDW DQ\ FRQIOLFW
FRQWLQXLQJ UHDVRQDEOH FRXQWU\ RI RULJLQ LQTXLU\ DQG KDYH LPSOHPF
FRQIOLFW PLQHUDOV 7KHUH DUH FRVWV DVVRFLDWHG ZLWK FRPSO\LQJ ZL\
FKDQJHV WR SURGXFWV SURFHVVHV RU VRXUFHV RI VXSSO\ 7KH LPSOHPF
SULFLQJ RI PDWHULDOV XVHG LQ RXU SURGXFWV $V WKHUH PD\ EH RQO\ D
VXUH WKDW ZH ZLOO EH DEOH WR REWDLQ QHFHVVDU\ PDWHULDOV IURP VXF
UHSXWDWLRQDO FKDOOHQJHV LI ZH GHWHUPLQH WKDW FHUWDLQ RI RXU SUF
VXIILFLHQWO\ YHULI\ WKH RULJLQV IRU DOO FRQIOLFW PLQHUDOV XVHG LQ R

5LVNVY 5HODWHG WR RXU ,QWHUQDO &RQWURO

&KDQJHV 8LQIMVKHHUD OO\ DFFHSWHG DBESRXPRXMEI BOYEBENVHOHNVDIIHFW RXU ILC
UHTXLUH VLJQLILFDQW FKDQJHV WR RXU LQWHUQDO DFFRXQWLQJ VI\VWHPV D

‘H SUHSDUH RXU FRQVROLGDWHG BL@B®F LTKH VMW BWHEP FHICB/OWH V. @ BR QIRENE
JLOQDQFLDO $FFRXQWHEQ% 6W(ER) QDB UV UBROWERGLHY IRUPHG WR LQWHUSUHW
DQG JXLGDO®FWHUWIKRGLFDOO\ LVVXHV QHZ DFFRXQWLQJ VWDQGDUGY RQ D Y
VWDQGDUGV SOHBIWVHULSIWUR®RRLIRAXWLQHVYV DQBHEFEIHI@W | F B R XQ $\FLRRIX BWKAHQR
1IRWHAMKHVH DQG RWKHU VXFK VWDQGDUGY JHQHUDOO\ UHVXOW LQ GLIIHUHQ
RU FRXOG UHVXOW LQ YDULDELOLW)\ RI RXU ILQDQFLDO UHVXOWV

‘H DUH UHTXLUHG WR HYDOXDWH WKH HIITHFWLYHQHVYV RI RXU LQWHUQDO
ZHDNQHVVHYVY LQ RXU FRQWUROV $Q\ DGYHUVH UHVXOWYV IURP VXFK HYDOX
SULFH

6HFWLRQ Rl WKH 6DUEDQHV 2[OH\ $FW RI UHTXLUHV RXU PDQDJHF
ILQDQFLDO UHSRUWLQJ DQG WR GLVFORVH LQ RXU ILOLQJ LI VXFK FRQWURC
GHWHFWHG LQ D WLPHO\ PDQQHU :H KDYH DQ RQJRLQJ SURJUDP WR UHYLH
LQ EXVLQHVV QHHGYV LPSOHPHQW QHFHVVDU\ FKDQJHV WR RXU FRQWUROV (
WKHVH UHTXLUHPHQWY I LQ WKH IXWXUH RXU LQWHUQDO FRQWUROV RYF
ZHDNQHVV RU VLJQLILFDQW GHILFLHQF\ LQYHVWRU SHUFHSWLRQV UHJDUGL
FRXOG FDXVH D GHFOLQH LQ WKH PDUNHW SULFH RI RXU VWRFN DQG RWKHU.

S5LVNVY 5HODWHG WR RXU &RPPRQ 6WRFN

,QVLGHUY DQG SULQFLSDO VWRFNKROGHUY ZLOO OLNHO\ KDYH VLJQLILFDQW
2XU GLUHFWRUV H[HFXWLYH RIILFHUV DQG RWKHU SULQFLSDO VWRFNK

RXWVWDQGLQJ FRPPRQ VWREFEN 7TKHVH VWRFNKROGHUYVY FRXOG OLNHO\ KDY

LOQFOXGLQJ WKH HOHFWLRQ RI GLUHFWRUYV DQG DSSURYDO RI VLJQLILFDQW
FRPSDQ\TV DVVHWYV




7TDEOH RI &RQWHQWYV

7KH PDUNHW SULFH RI RXU FRPPRQ VWRFN PD\ FRQWLQXH WR EH YRODWLOH

7KH PDUNHW SULFH RI RXU FRPPRQ VWRFN KDV EHHQ DQG LV OLNHO\ W
VWRFN PDUNHW JHQHUDOO\ DV LW FRQFHUQV RXU LQGXVWU\ DV ZHOO DV |
RXU VWRFN SULFH 6LIQLILFDQW GHFOLQHYV LQ WKH PDUNHW SULFH RI RXU
WR UHFUXLW DQG UHWDLQ NH\ HPSOR\HHY UHGXFH RXU DFFHVV WR GHEW R
DGGLWLRQ ZH PD\ QRW EH DEOH WR XVH RXU FRPPRQ VWRFN HIIHFWLYHO\ D

$QWL WDNHRYHU SURYLVLRQV LQ RXU FKDUWHU GRFXPHQWY DQG XQGHU 'HO
Rl RXU FRPSDQ\ DQG PD\ DIITHFW WKH WUDGLQJ SULFH RI RXU FRPPRQ VWRFN

BURYLVLRQV LQ RXU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRU
FKDQJH RI FRQWURO RU FKDQJHV LQ RXU PDQDJHPHQW 2XU DPHQGHG DQG
LQFOXGH SURYLVLRQV WKDW

¥ DXWKRUL]JH RXU %RDUG RI 'LUHFWRUV WR LVVXH ZLWKRXW IXUWKHU
SUHIHUUHG VWRFN

+ UHTXLUH WKDW DQ\ DFWLRQ WR EH WDNHQ E\ RXU VWRFNKROGHUV EH
FRQVHQW

+ VSHFLI\ WKDW VSHFLDO PHHWLQJV RI RXU VWRFNKROGHUV FDQ EH FD
FKLHI H[HFXWLYH RIILFHU RU WKH SUHVLGHQW

¥ HVYWDEOLVK DQ DGYDQFH QRWLFH SURFHGXUH IRU VWRFNKROGHU DSE¢
LQFOXGLQJ SURSRVHG QRPLOQDWLRQV RI SHUVRQV IRU HOHFWLRQ WR |

¥ SURYLGH WKDW RXU GLUHFWRUV PD\ EH UHPRYHG RQO\ IRU FDXVH

¥ SURYLGH WKDW YDFDQFLHV RQ RXU %RDUG RI 'LUHFWRUV PD\ EH ILOO
WKDQ D TXRUXP

¥ VSHFLI\ WKDW QR VWRFNKROGHU LV SHUPLWWHG WR FXPXODWH YRWH"
¥ UHTXLUH D VXSHU PDMRULW\ RI YRWHY WR DPHQG FHUWDLQ RI WKH DE

,Q DGGLWLRQ ZH DUH VXEMHFW WR WKH SURYLVLRQV RI 6HFWLRQ R
6HFWLRQ JHQHUDOO\ SURKLELWY XV IURP HQJDJLQJ LQ D EXVLQHVV FRPE

2XU EXVLQHVV FRXOG EH QHJDWLYHO\ DIIHFWHG DV D UHVXOW RI DFWLRQ\
WUDGLQJ YDOXH RI RXU VHFEXULWLHYV

,Q UHFHQW \HDUV VKDUHKROGHU DFWLYLVWYV KDYH EHFRPH LQYROYHG L
WR LQYROYH WKHPVHOYHYVY LQ WKH JRYHUQDQFH VWUDWHJILF GLUHFWLRQ D
GLYHUW WKH DWWHQWLRQ RI RXU %RDUG Rl 'LUHFWRUV PDQDJHPHQW DQC
UHVXOWLQJ IURP VXFK D VLWXDWLRQ FRXOG UHVXOW LQ WKH ORVV RI SRW
SObQ EH H[SORLWHG E\ RXU FRPSHWLWRUV FDXVH FRQFHUQ WR RXU FXUU
TXDOLILHG SHUVRQQHO DQG EXVLQHVYV SDUWQHUV DOO RI ZKLFK FRXOG DG"
DQQXDO PHHWLQJ FRXOG DOVR UHTXLUH XV WR LQFXU VLJQLILFDQW OHJID
VKDUHKROGHUYV PD\ FDXVH VLIJQLILFDQW IOXFWXDWLRQV LQ RXU VWRFN SUL
GR QRW QHFHVVDULO\ UHIOHFW WKH XQGHUO\LQJ IXQGDPHQWDOV DQG SURYV

2XU VKDUHKROGHUV PD\ H[SHULHQFH IXWXUH GLOXWLRQ DV D UHVXOW RI [IX\

,Q WKH IXWXUH ZzZH PD\ RIIHU DGGLWLRQDO VKDUHV RI RXU FRPPRQ VWRF
VWRFN LQ RUGHU WR UDLVH DGGLWLRQDO FDSLWDO ‘H FDQQRW DVVXUH R
RWKHU RITHULQJ DW D SULFH SHU VKDUH WKDW LV HTXDO WR RU JUHDWHU
SXUFKDVLQJ VKDUHV RU RWKHU VHFXULWLHY LQ WKH IXWXUH FRXOG KDYH |
VKDUHKROGHUY PD\ HI[SHULHQFH GLOXWLRQ 2XU VKDUHKROGHUYV PD\ LQFX!
ZDUUDQWY WKH LVVXDQFH RI VKDUHVY RI UHVWULFWHG VWRFN WKH YHVWLC(
DZDUGV




7TDEOH RI &RQWHQWYV

‘H GR QRW LQWHQG WR SD\ FDVK GLYLGHQGY LQ WKH IRUHVHHDEOH IXWXUH
WKHLU LQYHVWPHQW ZLOO GHSHQG RQ WKH DSSUHFLDWLRQ LQ WKH SULFH R

‘H KDYH QHYHU GHFODUHG RU SDLG FDVK GLYLGHQGV RQ RXU FRPPRQ V\
RXU FRPPRQ VWRFN LQ WKH IRUHVHHDEOH IXWXUH :H FXUUHQWO\ H[SHFW \
EXVLQHVV ,Q DGGLWLRQ WKH WHUPV RI RXU UHYROYLQJ FUHGLW IDFLOL
DJUHHPHQWY GHEW LQVWUXPHQWY RU RWKHU DJUHHPHQWY PD\ IXUWKHU U
EH DW WKH GLVFUHWLRQ RI RXU %RDUG RI 'LUHFWRUV DIWHU WDNLQJ LQW
ILQDQFLDO FRQGLWLRQ FXUUHQW DQG DQWLFLSDWHG FDVK QHHGV SODQV
GLYLGHQGY $V D UHVXOW FDSLWDO DSSUHFLDWLRQ LI DQ\ RI RXU FRPP
IRUHVHHDEOH IXWXUH
,WHP % B8QUHVROYHG 6WDII &RPPHQWYV

1RQH
,WHP BURSHUWLHYV

‘H OHDVH DSSUR[VARWHWMHHWRIELFH DQG ZDUHKRXVH VSDFH ORFDWHG
PDQXIDFWXULQJ UHVHDUFK DQG GHYHORSPHQW DQG H[HFXWLYH DQG DGPL

‘H OHDVHWRI RIILFH DQG ZDUHKRXVH DEDHN RQ O GG DRGMPEFWE GDWR WKFE
TH[IDMQGHU D OHDVH WKDW H[SLUHV LQ

‘H OHDVH DSSURIMWRDWHQFH DQG ZDUHKRX\DH \V KIDRHVDBRIRMAHD W WK H
PDQXIDFWXULQJ ZDUHKRXWHUIDQBFRXEW Y GEDYWDERY R IWKDW H[SLUHV LQ

$GGLWLRQDOO\ ZH OHDVH RIILFHV ORFDWHG LQ 'XEDL 8QLWHG $SUDE (F
WKHVH IDFLOLWLHY ZLOO EH DGHTXDWH IRU RXU SXUSRVHV IRU WKH IRUHVH

,ZWHP /HIDO 3URFHHGLQJV

6HH 1RWRIPPLWPHQWYV D Qi \& RIPMMORIG MRV V LQFRUSRUDWHG E\ UHIHL
GHVFULSWLRQ RI WKH ODZVXLWYV SHQGLQJ LI DQ\ DJDLQVW XV

,ZWHP OLQH 6DIHW\ 'LVFORVXUHV

1RW DSSOLFDEOH




7TDEOH RI &RQWHQWYV

3$57 1
,WHP ODUNHW IRU 5HJLVWUDQW V &RPPRQ (TXLW\ 5HODWHG BWRFNKROGH
ODUNHW ,QIRUPDWLRQ

2XU FRPPRQ VWREB\W&DJ L6AWRFRNHOPHRANGW ORED O 6 H O HXEWG BIDUW K M \&\R E KR\
BWRFNKROGHUV

$V RHFHPEHU WKHUH ZHUH DWWBRNKFOWGHUYV RI UHFRUG RI RXU FRPPRC
DJHQW RQH RI ZKLFK LV &HGH &R D QRPLQHH IRU 'HSRVLWRU\ 7UXVW &RF
ILUPV EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV DV QRPLQHHV IRU [
WKHUHIRUH FRQVLGHUHG WR EH KHOG Rl UHFRUG E\ & HGH &R DV RQH VWF
'LYLGHQG 3ROLF\

‘H KDYH QHYHU GHFODUHG RU SDLG DQ\ GLYLGHQGV RQ RXU FRPPRQ VW
FRPPRQ VWRFN IRU WKH IRUHVHHDEOH IXWXUH $Q\ IXWXUH GHWHUPLQDWL!
DW WKH GLVFUHWLRQ RI RXU %RDUG RI 'LUHFWRUV DQG ZLOO GHSHQG XSR
UHTXLUHPHQWY DQG FRQWUDFWXDO UHVWULFWLRQV LQ ORDQ RU RWKHU DJ
6DOHV RI 8QUHJLVWHUHG 6HFXULWLHYV

1RQH
BWRFN 5HSXUFKDVH 3URJUDP

2XU %RDUG RI 'LUHFWRUV KDV DXWKRUL]JHG YDULRXV VKDUH UHSXUFKD\

UHSXUFKDVH SURJUDPV ZH KDYMMLOBERWX ®IQQ D JNRIMHRIDWWH R Q VV KWK HYH S XW/F |
'HFHPEHU WKHUH DUH QR DFWLYH DXWKRUL]JHG VKDUH UHSXUFKDVH SODQV




7TDEOH RI &RQWHQWYV

6WRFN 3HUIRUPDQFH *UDSK

7KH IROORZLQJ JUDSK VKRZV WKH FXPXODWLYHHMRIWEBUVWRFNKRYGHR R
VWRFN 1$6LSWEKRIPSRVLWIH ,@®W[ D SHHU JURXS IRU WKH FXUUHQW ILVFDO \H
WKH UHLQYHVWPHQW RI GLYLGHQGY DOWKRXJK GLYLGHQGV KDYH QHYHU E
FRPSDQLHYVY ZHLJKWHG DFFRUGLQJ WR WKHLU FDSLWDOL]DWLRQ DV RI WKH H
ODVW WUDGLQJ GDWHV RI RXU DQQXDO \HDU

7KH$6'$4 &RPSRVWWBF,QWGMWKH DJJUHIJDWH WRWDO UHWXU)N &BUIRWRDB R FOH
7KH 3HHU *URXS WUDFNV WKH ZHLJKWHG DY H U OJHP W RS\CDLL -\H WXV SHDW B U
(QHUJ\ 5HFRYHU\ ,QF LV FORVHO\ DOLJQHG GXULQJ WKH \HDUV SUHVHQWH
H[SDQG RU UHEDODQFH WKH FRPSDQLHV ZLWKLQ WKLV SHHU JURXS 7TKH FI
THFKQRORJLHV &RUS JORZVHUYH &RUS )UDQNOLQ (OHFWURQLF &R ,QF
3HQWDLU SOF DQG 3ULPR :DWHU &RUS 7KH UHWXUQ RI HDFK FRPSRQHQW 1
VWRFN PDUNHW FDSLWDOL]DWLRQ DW WKH HQG RI HDFK SHULRG IRU ZKLFK L
QRW LQGLFDWLYH RI IXWXUH VWRFN SULFH SHUIRUPDQFH

7KH IROORZLQJ JUDSK DQG LWV UHODWHG LQIRUPDWLRQ LV QRW 3VROL
&RPPLVVLRQ DQG LV QRW WR EH LQFRUSRUDWHG E\ UHIHUHQFH LQWR DQ\ |
BHFXULWLHV ([FKDQJH $FW RI DV DPHQGHG ZKHWKHU PDGH EHIRUH RU
ODQJXDJH FRQWDLQHG LQ VXFK ILOLQJ

&203$5,621 2) ),9( <($5 &808/$7,9( 727$/ 5(7851
$PRQJ (QHUJ\ 5HFRY$BUS4 @RPSRAVH WH ,QGH]
DQG 3HHU *URXS

$V RI '"HFHPEHU

b
(QHUJ\ 5SHFRYHU\ ,QF
1$6'$4 &RPSRVLWH ,QGH]
3HHU *URXS

,WHP >5HVHUYHG @




7TDEOH RI &RQWHQWYV

,WHP ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLR

7KH IROORZLQJ ODQDJHPHQW 'LVFXVVLRQ DQG $QDO\VLV RI )LQDQFLDO &
XQGHUVWDQG RXU UHVXOWYV Rl RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ
UHODWHG 1RWHV LQFOXGHG LQ 3DUW ,, ,WHP 3)LQDQFLDO 6WDWHPHQWYV C

2YHUYLHZ

2XU UHSRUWDEOH RSHUDWLQJ VHIPHQWY FRQVLVW RI WKH ZDWHU DQG
LQGXVWULHYV LQ ZKLFK WKH WH RAK@QHRWIR JY H/ARMHEMWRBEHY DR FKRARG RWKWRW G 1B C
VHUYLFH RU LQ WKH FDVH RI HPHUJLQJ WHFKQRORJLHV ZKHUH UHYHQXH\
WHFKQRORJ\ FDQ EH EURXJKW WR PDUNHW 2WKHU IDFWRUV IRU GHWHUP
PDQDJHPHQW HYDOXDWHV WKH SHUIRUPDQFH RI WKH &RPSDQ\ FRPELQHG Z
FRUSRUDWH RSHUDWLQJ H[SHQVHV LQFOXGH H[SHQGLWXUHV LQ VXSSRUW
HI[SHQGLWXUHYVY DSSOLFDEOH WR SRWHQWLDO IXWXUH LQGXVWU\ YHUWLFDOV

+LJKOLJKWYV (FRQRPLF &RQGLWLRQV &KDOOHQJHV DQG 5LVNV

, Q ZH UHPDLQHG IRFXVHG RQ VXSSRUWLQJ RXU RUJDQLFDOO\ JURZL
:DWHU VHIPHQW DV ZHOO DV IXUWKH3J SURRIRDUHRYIWIWKBWLHRO RDPDQFKIL B H
FRVWYV WR JURZ SUXGHQWO\

,Q RXU :DWHU 6HJPHGQ@W 4 Z s UWDHDVWQRKH G [IWKKBIQ JHU  WKH QH[W; SRR
H[FKDQJHU WHEHKOROWRWKH QHZ 10DJ3/KDP IMROKWILIRRGXGVRX W QG ZH H[SHFW I
DQG KLJKHSWDNDSDBEAHD QUG X VW UL DD ZIDOAWHZHDWHUH FRQWLQXH WR GHYH
GHVDOLQDWLRQ DQG LQGXVWULDO ZDVWHZDWHU EXVLQHVVHV WR PDLQWDLQC

,Q RXU (PHUJLQJ 7HFKQRORJLHV VHJPHQW Z1;V*XFFKXOWOWXOQW H@EIIWDIO® |
UHIULJHUDWLRQ XQLSV&DIQE (XSRS PDRNG WY SRUWKIE RQ LQLWLDO SHUIRUPDQ
WR LQFUHDVH RXWUHDFK WR FXVWRPHUV LQ WKH PDUNHW :H DOVR H[SDQC
GLJLWDO DQG SULQW PDUNHWLQ3; 1 Q WEE HIHUUIW 5\ R RIUHRRZ\ R RDW K QW \D\H R [P\

7KH *OREDO (FRQRPLF DQG 3ROLWLFDO (QYLURQPHQW

7KH PDUNHWYV IRU RXU SURGXFWY DUH G\QDPLF DQG FRQVWDQWO\ HYRC
FOLPDWH UHODWHG IDFWRUV WKDW DUH EH\RQG RXU FRQWURO

‘H H[SHULHQFHG VRPH LQIODWLRQ LQ ODERU PDWHULDO IUHLJKW DQG
LQ ZKLFK QHIJDWLYHO\ DIITHFWHG RXU PDUJLQ PRVW QRWDEO\ DIIHFWLQ
$OWKRXJIJK FRVWYVY KDG VWDELOL]J]HG WRZDUGV WKH HQG RI WKLV WUHQG
WKH 5XVVLD 8NUDLQH ZDU DV ZHOO DV SROLWLFDO UHODWLRQV EHWZHHQ F

,Q DGGLWLRQ JURZLQJ XQFHUWDLQW\ LQ VSHFLILF HPHUJLQJ HFRQRPLF
ORFDO LQIODWLRQ DQG GHSUHFLDWLQJ FXUUHQFLHVY ZKLFK FRXOG DIIHFW
SURGXFWYVY ZKLFK DUH JHQHUDOO\ GHQRPLQDWHG LQ 8 6 GROODUV :KLOH
LQ ZH FRXOG VHH WKHP DIIHFW RXU DELOLW\ WR VHOO SURGXFW LQ VI
UHFHLYDEOHYV ‘H FRQWLQXH WR PRQLWRU WKHVH HYHQWY FDUHIXOO\ DQG
ULVN ZLWK FRPSDQLHV LQ DIIHFWHG FRXQWULHYV

2XU OLGGOH (DVW DQG $VLD PDUNHWY SURYLGH D VLJQLILFDQW SRUWLI
UHFRYHU\ GHYLFHVY FRXOG EHFRPH FRUUHODWHG WR JOREDO PDFURHFRQRP
HFRQRPLF IDFWRUV DQG UHIJXODWLRQV LQ WKLY UHJLRQ PD\ DGYHUVHO\ DIII

5HIHU WR 3DUW , ,WHP 3% XVLQHVV ~ DQG 3DUW , ,WHP $ 35LVN )DFW
RWKHU ULVNYV




7TDEOH RI &RQWHQWYV

5HVXOWYV RI 2SHUDWLRQV

$ GLVFXVVLRQ UHJDUGLQJ RXU ILQDQFLED W ROGHWELRY FRE SLHMAKDWR RV
HQGHBHPEHU FDQ EH IRXQG XQGHU ,WHP LQ RXH D) @ RBBHREHSR U ORIS )RLUA
WKH 6(0&ROXDU\ ZKLFK LV DYDLODEOH IUHH RKVEWBU JHZ R Q/G\E HR®RE&I V. @MEV L
ZHEWWWSY LU HQHUJ\UHFRYHU\ FRP

S5HYHQXHYV

SHYHQXHV E\ FKDUMPHOUFX\HQRAHUVYQ WKH IROORZLQJ WDEOH
<HDUV (QGHG 'HFHPEHU

R R
S5HYHQXH 5HYHQXH &KDQJH
,Q WKRXVDQGYVY H[FHSW SHUFHQWDJHV

OHIJDSURMHFW
2ULJLQDO HTXLSPHQW PDQXIDFWXUHU
$IWHUPDUNHW

7TRWDO UHYHQXHV

7KH OHJD®O®B3RMHKMNQ FHO KDV EHHQ WKH PDLQ GULYHU RI RXU ORQJ WHUP
JURZLQJ QXPEHU RI SURMHFWY DV ZHOO DV DQ LQFUHDVYHDQ WKHBEHIRESDFL W
FRPSDUHG WR SULRU \HDU ZHUH GXH SULPDULO\ WR KLJKHU VKLSPHQ
GLITHUHQFHYVY RYHU WKH SULRU \HDUYV UHYHQXH DUHOMXBEMRMWRMWRVWLBPER O W

7KH 2ULJLQDO (TXLSREQWKODQHDFWKHHH Z2H VHOO LQWR D ZLGH YDULH
LQGXVWULDO ZDVWHZDWHU PDUNHWV FRQWDLQV SURHFREWH Y P B AP §DUHE W
WKH SULRU \HDU GHVDOLQDWLR Q H) HYHRZXNHK DVWWWWHEXWE G WR $VLD DQG WI
WKLV FKDQQHO ZDV GXH SULPDULO\ Wa2 ®,Q VQRZBRYR LJ K RMABWYLQH QB
WR WKH $VLD PDUNHW LQGXVWULDO ZDVWHZDWHU UHYHQXHV

7KH $IWHOPDBRB®QHO UHYHQXHYV JHQHUDOO\ IOXFWXDWH IURP \HDU WR
LQVWDOOHG FX\WWRP H@WEHEREH U, QDWKHRPSDUHG WR SULRU \HDU ZH EHOLHYH
LV D UHVXOW RI RXU FXVWRPHUV FRQVXPLQJ WKHLU H[LVWLQJ VSDUH SDUW
DGYDQFH RI JUHDWHU H[SHFWHG ZG3WHRKDQH®Y UHY MOKHH \Q ZBHWH XKALXKHU G
FRQVXPSWLRQ LQ WKH OLGGOH (DVW DQG $IULFD $VLD DQG $PHULFD UHJLR

&RQFHQWUDWLRQ RI 5HYHQXH

5HYHQXHVY DWWULEXWDEOH WR GRPHVWLF DQG LOQOWHUQDWLRQDO VDOHYV

b <HDUV (QGHG 'HFHPEHU
b

8QLWHG 6WDWHYV
,QWHUQDWLRQDO
7RWDO SURGXFW UHYHQXH
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7TDEOH RI &RQWHQWYV

BHYHQXHY DWWULEXWDEOH WR SULPDU\ JHRJUDSKLFDO PDUNHWY DQG VI
<HDUV (QGHG 'HFHPEHU

(PHUJLQJ (PHUJLQJ
'‘DWHU 7HFKQRORJLARWDO ‘:DWHU 7HFKQRORJLARWDO
,Q WKRXVDQGV

OLGGOH (DVW DQG $IULFD

$VLD 2 2
$PHULFDV 2
(XURSH 2

7TRWDO UHYHQXHV

7KH IROORZLQJ WDEOH SUHVHQWY DOO FXVWRPHUYV DFFRXQWLQJ IRU
IRU JUHDWHU WKDQ RI RXU UHYHQXHYV DW DQ\ RQH SRLQW LQ WLPH WKH
VKLIWV UHJXODUO\ GHSHQGLQJ RQ WLPLQJ RI VKLSPHQWYV 7KH SHUFHQW
FROQOFHQWUDWH RXU UHYHQXH IRU WKH SHULRGY SUHVHQWHG DQG GRHV QRW

<HDUV (QGHG 'HFHPEHU

b 6HIJPHQW
&XVWRPHU $ :DWHU
&EXVWRPHU % :DWHU
&XVWRPHU & :DWHU
&EXVWRPHU ' :DWHU
&XVWRPHU ( :DWHU

=HUR RU OHVV WKDQ

*URVV 3URILW DQG *URVYV 0DUJLQ

*URVV SURILW UHSUHVHQWY RXU UHYHQXH OHVV RXU FRVW RI UHYHQXH
LQFOXGLQJ VKDUH EDVHG FRPSHQVDWLRQ PDQXIDFWXULQJ RYHUKHDG ZDI

b <HDUV (QGHG 'HFHPEHU
b
*URVYV *URVV
ODUJLQ ODUJLQ &KDQJH LQ B3URGXFW *URV)

,Q WKRXVDQGY H[FHSW SHUFHQWDJHV
*URVV SURILW DQG JURVYV PDUJLQ

7KHQFUHQ VM RVV SHIRUNVWHHIRBURE Y ZDV GXH SULPDULO\ WR LQFUGPBWHIISY YAk
LQ JURVYV PDUJLIQ F WHRW¥B PDW SIRL QWY GXH SULPDULO\ WR FKDQJH LQ DYHUL
FRVWV LQFXUUHG SDUWLDOO\ RIIVHW E\ SURGXFW PL[ DQG ULVLQJ PDWHULLI
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2SHUDWLQJ ([SHQVHYV

<HDU (QGHG 'HFHPEHU <HDU (QGHG 'HFHPEHU

(PHUJLQJ (PHUJLQJ
:DWHU 7THFKQROR&EGRMWSRUDWHRWDO :DWHU 7THFKQROR&RMSRUDWHRWDO
,Q WKRXVDQGV

*HQHUDO DQG
DGPLQLVWUDWLYH
6DOHY DQG PDUNHWLQJ

S5HVHDUFK DQG

GHYHORSPHQW 2 2
7TRWDO RSHUDWLQJ

H[SHQVHYV

2YHUDOO RSHUDWLQJ HISGI@CRWRWUWHWKHUMZDU ZKLFK LQFOXGHG RQH W
GHSUHFLDWLRQ DVVRFLDWHG ZLWK WKH WHRIPQQDREXRBEQ R WK B ¥HTRIFHVWY PW
H[SHQGLWXUHWJIWKEA \HDU 2XU RSHUDWLQJ H[SHQGLWXUHV ZDV EURDGO\ G

$+ ,QYHVWPHQWYVY LQ SHRSOH WR VXSSRUW RXU RSHUDWLRQV LQ RXU IDV
QHZ EXVLQHVVHYV

¥ ,QFUHDVHG LQYHVWPHQWY LQ VDOHYV DQG PDUNHWLQJ 6 0° WR GULY!
HPSOR\HHVY WUDGH VKRZV DQG RWKHU VDOHV DQG PDUNHWLQJ DFWL"

$ ,QIODWLRQ HVSHFLDOO\ QRWDEOH LQ RXU JHQHUDO DQG DGPLQLVWUI

¥ QYHVWPHQWY LQ QHZ UHVHDUFK DQG GHYHORSPHQW LQ VXSSRUW RI
LQ RXU (PHUJLQJ ODUNHW VHIRH QMW OWLRMUWLFXODU LQ &2

7KH WRWDO PDWHULDO FKDQJHV RI *$ 6 0 DQG 5 ' RSHUDWLQJ H[SHQVH"
ZLWKLQ WKH IROORZLQJ VHIPHQW DQG FRUSRUDWH RSHUDWLQJ H[SHQVH GL

'DWBHIPHTHM FUHQ WHKH VHIJPHQW RSHPDWROR QZBWHGKXHVSRILPDULO\ WR L
DQG 5' ,Q60 ZH H[SDQGHG VDOHV DQG PDUNHWLQJ HIIRUWV E\ LQFUHDVL
LQ GHVDOLQDWLRQ LQ UHWSRQVEWZARHDQ RYHIL @ X SRR BRWWH ODXQFK RI
DQG WKH JURZWK RI RXU LQGXVWULDO ZDVWHZDWHU EXVLQHVV ,Q DGGLWL
GHYHORSPHQW RI QHZ SURGXFWV WR VXSSRUW QHHGV LQ WKH LQGXVWULD
HYROYLQJ GHVDOLQDWLRQ PDUNHW 5 ' LQFUHDVHVY LQFOXGHG KLJKHU HPSC

(PHUJLQJ 7HBRKQRIGERWIHFW RDWKH VHIPHQW RSHUPMOBURB[IBYVEHYHRWR O
FRVWYV UHGBHWHWGL RUR R K UFFHDR/RH WKL ORI IR QSBURWUWO® O\ RIIVHW E\ RQH W
FHVVDWLRQ RI DFWLYLWLHY :H FRQWLQXHG WR LQSYURGKEW HROGRIHH VD NVQZ)
GHYHORSPHQW WHVWLQJ ,Q DGGLWLRQ ZH PRUH WKDQ WULSOHG 6 0 VSHQCGC
FRPSHQVDWLRQ DV ZH JUHZ WKH WHDP WR GHYHORS WKLV QHZ PDUNHW 7]
WHVWLQJ DFWLYLWLHYV

&RUSRUDWH 2SHUBWLRQUUHQ $HRYBKRWDWH RS HUPMDIRUR BZDH/QE KN RULPDULO
LQIUDVWUXFWXUH FRVWYV LQFXUUHG DV ZH SUH PDWH HRAWY | YOW XZHO DU R Y WIR Q ¥
GHVDOLQDWLRQFRIEBWDNVHB/XH 7KWLPDULO\ WR DQ LQFUHDVH LQ * $ DQG 6 0 FR
HPSOR\HH UHODWHG FRVWV DGPLQLVWUDWLYH FRVWV FRQVXOWLQJ FRVW
&DOLIRUQLD IDFLOLW\ LPSURYHPHQWY 7KHVH LQFUHDVHV ZHUH SDUWLDOO'
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2ZWKHU ,QFRPH 1HW

b <HDUV (QGHG 'HFHPEHU
b

,Q WKRXVDQGYV
,QWHUHVW LQFRPH
2WKHU QRQ RSHUDWLQJ LQFRPH H[SHQVH QHW
7RWDO RWKHU LQFRPH QHW

7KHQFUH@mRWWHD O RWKHIQ \WEHAR PRERREHU FRPSDUHG WR WKH SULRUJYHDWLI
LQWHUHVW \LHOGV RQ RXU LQYHVWPHQW JUDGH PDUNHMWWD HGHEHIBEEHW LQV WU
ZDV UHODWHG WR WKH VDOH RI IL[HG DVVHWYV

,QFRPH 7D[HV

b <HDUV (QGHG 'HFHPEHU
b &KDQJH
Q WKRXVDQGV H[FHSW SHUFHQW

BURYLVLRQ IRU EHQHILW IURP LQFRPH WD[HV
(I'THFWLYH WD[ UDWH

7KH SURYLVLRQ IRU IDQFRRASWDHGE WQ WKH EHQHIDW BUIRP SQLAPROFUH GWDWHR
LQFRPH IURP RSHUDWLRQV DQG ORZHU VKDUH EDVHG FRP $HQAIOAMRDGC\WDR [
'HULYHG ,QWDQJLEOH ,QFRPH 3)',,” LQ

7KH ILVFDOHHBBEWLYH WD[EMOQWHK W P EQIHGRIBV B GE MER)LW PR OCHRMWHG W F
GHGXFWLRQV IURP VWRFN EDVHG ER® BHQOWD WOREQWHGDWRI @ BLQGEBODY 5D QR

7KH ILVFDOHHIBDRWLYH WDEH@BMHEHWRFIDMHGRES DG WR WD[ GHGXFWLRQV U
UHODWHG ZERQGRIDWPL QOQIGRIPVHG WR 8 6 IHGHUDO 5 ' FUHGLWYV

6HH 1RWQHRPH RDWKHIRRWKYWKHU GLVFXVVLRQ UHJDUGLQJ IXUWKHU LQI
ILTXLGLW\ DQG &DSLWDO 5HVRXUFHYV
2YHUYLHZ

JURP WLPH WR WLPH PDQDJHPHQW DQG RXU %RDUG RI 'LUHFWRUV UHYL
WKH UHWXUQ RI FDSLWDO WR RXU VKDUHKROGHUV WKURXJK D VKDUH UH
ILQDQFLQUFHBEHRU RXU SULQFLSDO VRXUFHV RI OLTXLGLW\ FRQVLVRH RR QI
LLQYHVWPHQW JUDGH VKRUW WHUP DQRI ORPLUCIDHEHEG P D H NS EBQHANG HENWXH
VHFXULWLHY FRUSRUDWH QRWHV DQG ERQ®WQ GD QG LP XIgHFR)SQW VD QIBFEILIMQE
PLOGIWRRAHPEHU WKHUH ZDV XQUH VALWKFIREIGR FBD/G/ KGR QWKH/ W FDVK QR W
FXUUHQW RSHUDWLRQV SUHGRPLQDQWO\ LQ LQYHVWPHQW JUDGH PDUNHWD
SXUSRVHV DV QHHGHG $OWKRXJK WKHVH VHFXULWLHYV DUH DYDLODEOH IR
FXUUHQWO\ VHH D QHHG WR WUDGH WKHVH VHFXULWLHV LQ RUGHU WR VXS
SRUWIROLR WR XV LV LQ WKH DELOLW\ RI WKH XQGHUO\LQJ FRPSDQLHV WR F
SURILW %DVHG RQ FXUUHQW SURMHFWLRQV ZH EHOLHYH H[LVWLQJ FDVK E
IRU DW OHDVW WKH QH[W PRQWKYV
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6KRUW WHUP &RQWUDFW $VVHWYV

$V MIFHPEHU ZH KDGPLQRYKRQ VW PRHWWPDFW DVVHWY ZKLFK UHSUHVHQWYV >
:DWHU VHIPHQW FRQWUDFW VDOHV ZKLFK LQFOXGH FRQWUDFWXDO KROGED
GXH ZLWKLQ WKH QH[W PRQWKYV 7TKH FXVWRPHU KROGEDFNV UHSUHVHQYV
DFFRUGLQJO\ WKHVH FRQWUDFW DVVHWY KDYH QRW EHHQ GLVFRXQWHG WR
UHFRUGHG DV WUDGH UHFHLYDEOHYV

&UHGLW $UUDQJHPHQWYV

‘H HQWHUHG LQWR D -BUR G LIV D& KBIWHFEIERORQAMHP EHU &UHGLW $JWHRHPH
SURYLGH XV ZLWK DGGLWLRQDO FDSLWDO WR IXHO RXU JURZWK DQG H[SDQ"
&QUHGLW $JZAKHIFRHAQAWOFHPHENWH RYRYLGHY D FRPPLWWHG B H®ROR QQF FXGIG\ V
UHYROYLQJ ORDQ DR [FFOABRWHBIWHASMIRIGEW ZHUH LQ FRPSOLDQFH ZLWK
&UHGLW $JUHHPHQW

20Q X0\ WKH &RPSIDA@D MGG WR D PRGHGLIAD \SWRFHRH@MH WKH LQGLFDW
IURP /RQGRQ  QWHUEDQN6RFRKUHG 3DMHQ 3J @225 L QB RP QQ& WBHAY MW K H H-HHUPHHQRRM
UDWH WR 62)5 GLG QRW PDWHULDOO\ FRDGAIH W $ BRHHBHRMVRKQY 6 K DLQHHG DL
VWDWHPHQWYV

8QGHEUMIGHW $ IDWHRFPHPEMU WKHUMRZHYROYLQJ ORDQV RXW M WHREFLY J

X QG HUVMRPEERQHQW ZHP XK ®RQ ORHGPD[LP XP DO OR Z [PE O BKARKK GLLOF @®X Q@HGRQ F
/&V DQG SUHYLRXVO\ LVVXHG DQG XQH[SLUHG VWDQG E\ OHWWHUV Rl FUH(
/RDQ DQG 30HGJHISWUHB @KQ BAKZD WK J X D RLGI\G HW G XIDOHEHHRH O WH

$V RHFHPEHU WKHUH ZPYCGROLRRORWVWDQGLQJ /&V 7KHVH /&V KDG D ZH
DSSUR[LPPROHVIKHH 1RWQHY Rl KUINGYHRY IXUWKHU GLVENMGLRQSUHBBRHBWWR V

&DVK )ORZV

<HDUV (QGHG 'HFHPEHU
&KDQJH
,Q WKRXVDQGV

1HW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHYV

1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHYV

I1HW FDVK XVHG LQ ILQDQFLQJ DFWLYLWLHV

(I'"HFW Rl HIFKDQJH UDWH GLIIHUHQFHY RQ FDVK DQG FDVK HTXLYDOHQWYV
I1HW FKDQJH LQ FDVK FDVK HTXLYDOHQWY DQG UHVWULFWHG FEDVK

&DVK )ORZV IURP 2SHUDWLQJ $FWLYLWLHYV

1HW FDVK SURYLGHGLEA RWSEHWIDFN QURDWWH YSWRNMIWFW GULYHQ QRQ F\FOLF
IOXFWXDWH VLIJQLILFDQWO\ IURP \HDU WR \HDU GXH WR WKH WLPLQJ RI UHF
DQG VLJQLILFDQWO\ SRVLWLYH LQ WKH QH[W FRQVHTXHQWO\ LQGLYLGXDO
WUHQG HLWKHU SRVLWLYH RU QHJDWLYH

7K8RZPHHWW SRIRWVK. RISGLEDWLQJ DFWLYLWLHV LQ WK FRYIURREGWEHNDLY JFB P W]
WKH SULRU \HDU ZzZDV GXH SULPDULO\ WR WKH WLPLQJ RI VKLSPHQWY ODWH
WLPLQJ RI FDVK FROOHFWLRQV ,Q DGGLWLRQ DOWKRXJK WKHUH ZDV DQ LC
ZDV FRQVLVWHQW ZLWK WKH SULRU \HDU
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&DVK )ORZV IURP ,QYHVWLQJ $FWLYLWLHV

1HW FDVK XVHG LQ SUQLYPHVUAL DY DUEHNMY WHHDW MAHRY W R H \L. QDYCHG/ VB X 6 WD VWHIVG H
LQVWUXPHQWY VXFK DV FRUSRUDWH QRWHV DQG ERQGV DQG FDSLWDO H[S
GHEW LQVWUXPHQWY DUH VWUXFWXUHG WR SUHVHUYH SULQFLSDO DQG OLT
ULVN ORZRIXNHGLQOYHVWLQJ DFWLYLWLHY LQ WKH FXUUHQW \HDU FRPSDUH
LQYHVWPHQW LQ PDUNHWDPQAWRREW LQWALGXPHQMMY FRADQJHG RXU LQYHVWF
OLTXLG PRQH\ PDUNHW IXQGV WR LQYHVWLQJ LQ PDUNHWDEOH GHEW LQVW
ORZHU LQ DV FRPSDUHG WR GXH SULPDULO\ WR RXU LQYHVWPHQW L
DQG PDQXIDFWXULQJ FDSDFLW\ LQ RXU 7UDF\ &DOLIRUQLD ORFDWLRQ LQ

&DVK )ORZV IURP )LQDQFLQJ $FWLYLWLHYV

1HW FDVK XVHG L QSILIQAEDQRLAD JUBFOMDMH W MHRY WKH VKDUH UHSXUFKDVHV XC
DQG RIIVHW E\ LVVXDQFH RI HTXLW WK LU RPHR XRONKNQINV ALAFH DA YHL QB @ VIR
FRPSDUHG W K WHAH @POF EQYOFWLYLWLHY IRU WKH SULRU \HDU ZDW GXBLRQ
X Q G HOD WKK $ X VDKB®R ZFHDWK. RELOORRQVVXDQFH RI HTXLW\ UHODWHG WR RX

/ILTXLGLW\ DQG &DSLWDO 5HVRXUFH 5HTXLUHPHQWYV

‘H EHOLHYH WKDW RXU H[LVWLQJ UHVRXUFHY DQG FDVK JHQHUDWHG 11U
UHTXLUHPHQWY IRU DW OHDVW WKH QH[W PRQWKYV +RZHYHU ZH PD\ QHH
WR IXQG RXU RSHUDWLRQV RU WR VXSSRUW DFTXLVLWLRQV LQ WKH IXWXUH
DGRSWLRQ 7KHVH QHHGY FRXOG UHTXLUH XV WR VHHN DGGLWLRQDO HTXL
IDFWRUV LQFOXGLQJ WKH FRQWLQXLQJ PDUNHW DFFHSWDQFH RI RXU SURGX
H[SDQVLRQ RI RXU 5' PDQXIDFWXULQJ DQG 6 0O DFWLYLWLHV WKH WLPLQJ
DPRXQW DQG WLPLQJ RI FDVK XVHG IRU VWRFN UHSXUFKDVHYV ,Q DGGLWLR
FRPSOHPHQWDU\ EXVLQHVVHY VHUYLFHVY RU WHFKQRORJLHV LQ WKH IXWXU
6KRXOG ZH QHHG DGGLWLRQDO OLTXLGLW\ RU FDSLWDO IXQGVY WKHVH IXQG

)DFLOLW\ DQG (TXHS®HRWH/HDRMHOL W LI VH B QER B FOIEFHODR XD R 19H 8 DWH. @D
GDWHV WKURXJK BIHFDE@RWPPIUWPHQWY D QBS&ROQWLQJIHG BRHHWR K IILRIEWIHRIRSQ W L F
LQIRUPDWLRQLHODWEBEDWRHOOEOH RSHUDWLQJ OHDVHV

3XUFKDVH 2UGHU: 8 UKUDXHAHPHVHWR U G HZUW \D I MRXQBR W W HIBWKRRWFKHFHLYHG Wk
JRRGV RU MHHWH DHMIDQJHPHQWY DUH RAXE B HFWG WARD B IGE IR EIDVIWIK \R QV R F L
DUUDQJHPHQWY SULRUKMRSWHFKG D W HR RE W OIUNHDWIHPHQWY DUH UHODWHG
ZHOO DV FDSLWBB HRRBPRMWPW QW YV D QEX&R R DALY PROMIKDW RROV/GLWLRQDO
UHODWHG WR RXU SXUFKDVH RUGHU DUUDQJHPHQWYV

211 EDODQFH 6KHHW $UQD QP ISBIWNVRGY SUHVHQWHG ZH GLG QRW KDYH
ILQDQFLDO SDUWQHUVKLSY VXFK DV HQWLWLHV RIWHQ UHIHUUHG WR DV VW
IRU WKH SXUSRVH RI IDFLOLWDWLQJ RI| EDODQFH VKHHW DUUDQJHPHQWYV RL

&ULWLFDO $FFRXQWLQJ 3ROLFLHVY DQG (VWLPDWHYV

2XU &RQVROLGDWHG )LQDQFLDO 6W BWHPHBQ WHBHH BEERSQWHGJILYUD DFR B
HVWLPDWHY DQG MXGJPHQWV WKDW FDQ DIIHFW WKH UHSRUWHG DPRXQW)
BWDWHPHQWY DV ZHOO DV WKH UHSRUWHG DPRXQWV RI UHYHQXH DQG H[S!
MXGJPHQWYV XSRQ ZKLFK ZH UHO\ DUH UHDVRQDEOH EDVHG XSRQ LQIRUPD!
MXGJPHQWY 7R WKH H[WHQW WKDW WKHUH DUH PDWHULDO GLIIHUHQFHV E
ZLOO EH DIIHFWHG 7KH DFFRXQWLQJ SROLFLHV WKDW UHIOHFW RXU PRUH \
WR DLG LQ IXO0\ XQGHUVWDQGLQJ DQG HYDOXDWLQJ RXU UHSRUWHG ILQDG
LPSDLUPHQW RI JRRGZLOO LQYHQWRU\ DQG GHIHUUHG WD[HV DQG YDOXDW
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7KH IROORZLQJ LV QRW LQWHQGHG WR EH D FRPSUHKHQVL¥H PUWVSWRR @
%XVLQHVV DQG 6LJQLILRDQYWHSERRXYWKQLU ROLBLOWG GLVFXVVLRQ UHJDUGL

5HYHQXH 5HFRJQLWLRQ

BHYHQXHY DUH UHFRJQL]J]HG ZKHQ FRQWURO RI WKH SURPLVHG JRRGV RL
WKH FRQVLGHUDWLRQ ZH H[SHFW WR EH HQWLWOHG WR LQ H[FKDQJH IRU \
REOLJDWLRQV DUH LGHQWLILHG DQG WKH WRWDO WUDQVDFWLRQ SULFH LV
LQFOXGH PXOWLSOH SHUIRUPDQFH REOLJDWLRQV JRU VXFK DUUDQJHPHQW
VWDQG DORQH VHOOLQJ SULFH ‘H JHQHUDOO\ GHWHUPLQH VWDQGDORQH
WHUPLQDWLRQ ZH GR QRW KDYH WKH DELOLW\ WR FDQFHO D FRQWUDFW IF
SD\PHQW RI D WHUPLQDWLRQ IHH WKDW FRYHUV FRVWY D@&VEURSIWERQWRL W
DQG 6LIJQLILFDQW HBRBRX QLW DQJIV 3 RFCFERYGHND XP1J S3-BAGRRIBXHWY. RO G 6 HUYLFH 5HY |
:DWHU 6HRP WEWIRRWHRWH GHWDLO RQ :DWHU VHIPHQW SURGXFW DQG VHUYLI

6WRFN EDVHG &RPSHQVDWLRQ

‘H DFFRXQW IRU VKDUH EDVH® FRB3SHEAODWLRQ WRFRNKGUMIEWRHG SD\P
PHDVXUHPHQW DQG UHFRJQLWLRQ RI FRPSHQVDWLRQ H[SHQVH IRU DOO VKL
IDLU YDOXHV RQ WKH JUDQW GDWH 7KLV JXLGDQFH UHTXLUHV WKDW ZH t
UHFRJQL]H DV H[SHQVH WKH YDOXH Rl WKH SRUWLRQ RI WKH DZDUG WKDW L
*HVFULSWLRQ RI %XVLQHVV D Q6 LAIQIQ L AFQ\Q V§ FBRARRAMME D\BHRER ICEREHSHNRWDHV L
BWRFN EDVHG &RPWHEOVBRWMIRKQ®WKHU GLVFXVVLRQ RI RXU DFFRXQWLQJ SRC
UHVSHFWLYHO\

*RRGZLOO

2XU JRRGZLOO UHSUHVHQWY WKH H[FHVV RI WKH SXUFKDVH SULFH RI D
*RRGZLOO LPSDLUPHQW WHVWLQJ UHTXLUHV VLIJQLILFDQW MXGJPHQW DQG P
QXPEHU Rl UHSRUWLQJ XQLWV LL WKH JRRGZLOO DQG RWKHU DVVHWV DQ
UHSRUWLQJ XQLWY 7KH HVWLPDWHY DQG DVVXPSWLRQV GHVFULEHG DERYF
RXWFRPH RI WKH LPSDLUPHQW WHVWY DQG WKH DPRXQWV RI DQ\ UHVXOWLQ
LPSDLUPHQW RQ DQ DQQXDO EDVLV GXULQJ WKH WKLUG TXDUWHU RI HDFK \I
FKDQJHV LQ FLUFXPVWDQFHV LQGLFDWH WKDW WKH FDUU\LQJ DPRXQW PD\ Q
LV PRUH OLNHO\ WKDQ QRW WKDW WKH IDLU YDOXH Rl WKH UHSRUWLQJ XQLV
ZKLFK ZRXOG FRQVLVW SULPDULO\ RI D GLVFRXQWHG FDVK IORZ 3'&)° DQDC
HIWHQW WKH FDUU\LQJ DPRXQW Rl WKH UHSRUWLQJ XQLWYV DOORFDWHG JR
WKH H[FHVV XS WR WKH DPRXQW RI| JRRG/ZLOG WRILRDK B W %XV/I RUHW QD QEQ B IV Q
6LJQLILFDQW $FFRRRCWRQO ARMKHIHYLQD QFHR® GQLRWP D YE RW K HY R RGAL@X. E
WKH IRWHXUWKHU GLVFXVVLRQ RI RXU DFFRXQWLQJ SROLF\ DQG JRRGZLOO

,QYHQWRULHYV

‘H GHWHUPLQH DW HDFK EDODQFH VKHHW GDWH KRZ PXFK LI DQ\ RI RXlI
DW LWV FDUU\LQJ FRVW 5HVHUYHV DUH HVWDEOLVKHG WR HIIHFWLYHO\ D
PHWKRG RU QHW UHDOL]DEOH YDOXH 7R GHWHUPLQH WKH DSSURSULDWH
KLVWRULFDO DQG H[SHFWHG SDWWHUQV Rl GHPDQG IRU DOO RI RXU SURGXF
FRQGLWLRQV FRPSHWLWLYH RIIHULQJV DQ® VWEKEWLRGWR WYXR QQB VUH D)0

BROLBLEHPLILFDQW $FERXE W WRUBRPMWKIHHV )L QD Q Fi, R ® H Q WRRIRRLOAWAKLHROBHRWN K VW W K +
GLVFXVVLRQ RI RXU DFFRXQWLQJ SROLF\ DQG HVWLPDWHVY DQG LQYHQWRU\
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,QFRPH 7D[HV

2XU DQQXDO WD[ UDWH LV GHWHUPLQHG EDVHG RQ RXU LQFRPH DQG W
LPSDFWV RI LWHPV WUHDWHG GLIITHUHQWO\ IRU WD[ SXUSRVHV WKDQ IRU ILC
MXGJPHQWY DQG DVVXPSWLRQV UHJDUGLQJ WKH UHFRYHUDELOLW\ Rl FHUW|
DUH VXEMHFW WR FRPSE5OBGCWIXPEDRXVL@RUHKLHQ MXULVGLFWLRQV DQG WKt
LQWHUSUHWDWLRQ B5HDOL]JDWLRQ Rl GHIHUUHG WD[ DVVHWY LV GHSHQGHC
IXWXUH SHULRGV ZKLFK LQYROYHV EXVLQHVV SODQV SODQQLQJ RSSRUWX(
HVWLPDWHY DQG DVVXPSWLRQV DQG PD\ LQYROYH D VHULHV RI FRPSOH[ MX
WD[ UDWH DW HDFK LQWHULP SHULRG EDVHG RQ WKH IDFWV DQG FLUFXPVWI
\HDU HQG 6HNFIRMLRQ RI %XVLQHVV D Q4 LEIQILQ L FIDFDW) 8 FIRFFREXR MBSO
1RWHQFRPH RDWRHIREWKYWKHU GLVEFXVVLRQ Rl RXU LOFRPH WD][ SROLF\ DQ(

5HFHQW $FFRXQWLQJ 3URQRXQFHPHQWYV

5HIHU WRHMEWHSWLRQ RI %XVLQHVV D QEHEFHIMW | §F B R XWQ $\FLFRIRIX BURKAHRRGRAML

,WHP $ 4XDQWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUHV $ERXW ODUNHW ¢
2XU H[SRVXUH WR PDUNHW ULVN PD\ EH IRXQG SULPDULO\ LQ WZR DUHDV
YRUHLJQ &XUUHQF\ 5LVN

2XU IRUHLJQ FXUUHQF\ HISRVXUHV DUH GXa WROIDMXF¥BXDOWYRQV XM WK HKC
UL\DO (PLUDWL GLUKDP (XURSHDQ HXUR &KLQHVH \XDQ ,QGLDQ UXSHH DQ
DIlIHFW RXU FRQVROLGDWHG RSHUDWLQJ UHVXOWY RU ILQDQFLDO SRVLWLRQ

2XU UHYHQXH FRQWUDFWY KDYH EHHQ GHQRPLQDWHG LQ WKH 86" $W \
WKH 86" WR SD\ RXU UHFHLYDEOHV WKXV LQFUHDVLQJ FROOHFWLRQ ULVN |
SRUWLRQ RI RXU UHYHQXH FRXOG EH GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLF
E\ FKDQJHV LQ H[FKDQJH UDWHYV

,Q DGGLWLRQ ZH SD\ PDQ\ YHQGRUV LQ IRUHLJQ FXUUHQF\ DQG WKHUH
LQWHUQDWLRQDO VDOHY DQG VHUYLFH RSHUDWLRQV LQFXU H[SHQVH WKDW
E\ FXUUHQF\ IOXFWXDWLRQV 2XU LQWHUQDWLRQDO VDOHV DQG VHUYLFHV |
GHFUHDVH WKH LQKHUHQW ULVN DVVRFLDWHG ZLWK WUDQVODWLRQ RI IRUH
EDODQFHV LQ IRUHLJQ FXUUHQFLHYV

‘H KDYH QRW KHGJHG RXU H[SRVXUH WR FKDQJHV LQ IRUHLJQ FXUUHQF\
LQVLIQLILFDQW WR GDWH DQG H[FKDQJH UDWH IOXFWXDWLRQV KDYH KDG O
KDYH DQ\ H[SRVXUH WR WKH 5XVVLDQ UXEOH

,QWHUHVW 5DWH DQG &UHGLW 5LVNV

7KH SULPDU\ REMHFWLYH RI RXU LQYHVWPHQW DFWLYLWLHV LV WR SUHV
VLIJQLILFDQWO\ LQFUHDVLRQ YHH\MNP H HWL QYIHE MV \SKURLP\W UL B U R. @ QY& DOR QU MW WX
WR FRXQWHU SDUW\ FUHGLW ULVN 7R PLQLPL]JH WKLV ULVN ZH LQYHVW SX
PDQGDWHV KLJK FUHGLW UDWLQJ UHTXLUHPHQWY DQG UHVWULFWV RXU H[SF

$V RIFHPEHU RXU LQYHVWPHQWLOPDQBMBOHRWAHQW JUDGH PDUMHSWDEOF
WUHDVXU\ VHFXULWLHY FRUSRUDWH QRWHV D Q@a i FQ®WME RSUROYIHALFS DQ ®
WHUP LQYRYBREIPYRYLGDWHG %DODQFH 6KHHWY 7KHVH LQYHVWPHQWYV DU
PDUNHW YDOXH LI LQWHUHVW UDWHVY LQFUHDVH 7R PLQLPL]JH WKH H[SRVX
ZHLJKWHG DYHUDJH IRYW XPRIW KAHPEWY WBDQSRWKHWLFDO LQFUHDVH LQ
UHV X OWHD/ Y QVAKIDEB ER@Q WHKH IDLU YDOXH RI RXU LQYHVWPHQWY LQ PDUNHW




7TDEOH RI &RQWHQWYV

,2WHP JLQDQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD

BHSRUWV RI ,QGHSHQGHQW 5H3KMWHUHGR3IXEOLF $FFRXQWLQJ )LUP
&RQVROLGDWHG )LODQFLDO 6WDWHPHQWYV
&RQVROLGDWHG %IFEGPHH 6 KHHWNVNQG

&RQVROLGDWHG 6W DWHBPHYWM BHBSHEFBWERQV DQG
&RQVROLGDWHG 6W D W,QFFIR®WNDRIVAR@SHBKHOMPEHU DQG
&RQVROLGDWHG 6W D \WIHKRAMQMDW R | HKO\GRHFN KHRFOHPHEUHWY] DQG
&RQVROLGDWHG 6W DANHPIHIQMWI QRS HEED VHKF H® K B\ DQG

1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

3DJH 1R




7TDEOH RI &RQWHQWYV

5(3257 2) ,1'(3(1'(17 5(*,67(5(' 38%/,& $&&2817,1* ),50

7R WKH VWRFNKROGHUV DQG WKH %RDUG RI 'LUHFWRUV RI (QHUJ\ 5HFRYHU\
2SLQLRQ RQ WKH )LQDQFLDO 6WDWHPHQWYV

‘H KDYH DXGLWHG WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWYV
'HFHPEHU DQG WKH UHODWHG FRQVROLGDWHG VWDWHPHQWY RI RSHUDWL
IORZV IRU HDFK Rl WKH WKUIFHPEBWY DQGWKKHSHHDPG H@ GHRGWVHY FROOHF)
VWDWHPHQWY " ,Q RXU RSLQLRQ WKH ILQDQFLDO VWDWHPHQWY SUHVHQW
'HFHPEHU DQG DQG WKH UHVXOWV Rl LWV RSHUDWLRQV DQG LWV FDVK
'HFHPEHU LQ FRQIRUPLW\ ZLWK DFFRXQWLQJ SULQFLSOHV JHQHUDOO\ DFFH

‘H KDYH DOVR DXGLWHG LQ DFFRUGDQFH ZLWK WKH VWDQGDUGV RI WKH 3X
&RPSDQ\ V LQWHUQDO FRQW UHFO{ REYHHW IEQUBELRQ HWHISREWHD & DW ERDIW KR G
JUDPHZRUNVVXHG E\ WKH &RPPLWWHH RI 6SRQVRULQJ 2UJDQL]DMWERQVURI W

H[SUHVVHG DQ XQTXDOLILHG RSLQLRQ RQ WKH &RPSDQ\ V LQWHUQDO FR

%DVLV IRU 2SLQLRQ

7KHVH ILQDQFLDO VWDWHPHQWY DUH WKH UHVSRQVLELOLW\ RI WKH &RPSI
&RPSDQ\ V ILQDQFLDO VWDWHPHQWY EDVHG RQ RXU DXGLWV :H DUH D SXE
LQGHSHQGHQW ZLWK UHVSHFW WR WKH &RPSDQ\ LQ DFFRUGDQFH ZLWK WKH
BHFXULWLHY DQG ([FKDQJH &RPPLVVLRQ DQG WKH 3&%$2%

‘H FRQGXFWHG RXU DXGLWYV LQ DFFRUGDQFH ZLWK WKH VWDQGDUGV RI WK
REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU WKH ILQDQFLDO VWDWH
DXGLWV LQFOXGHG SHUIRUPLQJ SURFHGXUHV WR DVVHVV WKH ULVNV RI PDW
DQG SHUIRUPLQJ SURFHGXUHV WKDW UHVSRQG WR WKRVH ULVNV 6XFK SU
DPRXQWY DQG GLVFORVXUHV LQ WKH ILQDQFLDO VWDWHPHQWY 2XU DXGLYV
HVWLPDWHY PDGH E\ PDQDJHPHQW DV ZHOO DV HYDOXDWLQJ WKH RYHUDOO
D UHDVRQDEOH EDVLYV IRU RXU RSLQLRQ

&ULWLFDO $XGLW ODWWHU

7KH FULWLFDO DXGLW PDWWHU FRPPXQLFDWHG EHORZ LV D PDWWHU DUL"
FRPPXQLFDWHG RU UHTXLUHG WR EH FRPPXQLFDWHG WR WKH DXGLW FRPPL)\
ILQDQFLDO VWDWHPHQWYV DQG LQYROYHG RXU HVSHFLDOO\ FKDOOHQJLG
PDWWHUV GRHV QRW DOWHU LQ DQ\ ZD\ RXU RSLQLRQ RQ WKH ILQDQFLDO V
DXGLW PDWWHU EHORZ SURYLGLQJ D VHSDUDWH RSLQLRQ RQ WKH FULWLFD

SHYHQXH 5HFRJQLWLRQ 2 5HIHU WR 1RWHYV DQG WR WKH ILQDQFLDO VW
&ULWLFDO $XGLW ODWWHU '"HVFULSWLRQ

SHYHQXH LQ WKH &RPSDQ\TV :DWHU VHJPHQW LV UHFRJQL]HG XSRQ WUDQVI
VKLSPHQW RU GHOLYHU\ LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO &RPPHUF
WUDQVDFWLRQV LV D FRPELQDWLRQ RI DXWRPDWHG DQG PDQXDO SURFHVVI
JHQHUDWLRQ DW WKH WLPH RI VKLSPHQW ZKHUHDV WKH UHYLHZ SURFHVV
UHFRJQL]H UHYHQXH DQG WKHUHIRUH WKH &RPSDQ\ XVHV D SUHFLVH VHW |
\HDU HBHREHU WKH &RPSDQ\ URERQERBRGXFW UHYHQXH IRU WKH :DWHU V}

‘H LGHQWLILHG WKH &RPSDQ\YfV UHYHQXH UHFRIJQLWLRQ SURFHVVHV DV D F
WUDQVDFWLRQV WKURXJKRXW WKH \HDU DQG D PDQXDO SURFHVV WR JHQHL
WUDQVIHUUHG WR WKH FXVWRPHUV 7KLV UHTXLUHG DQ LQFUHDVHG H[WHQW




7TDEOH RI &RQWHQWYV

+RZ WKH &ULWLFDO $XGLW ODWWHU :DV $GGUHVVHG LQ WKH $XGLW
2XU bXGLW SURFHGXUHY UHODWHG WR UHYHQXH UHFRIJQLWLRQ LQFOXGHG W

¥ ‘HWHVWHG WKH GHVLJQ DQG HIIHFWLYHQHVYV RI FRQWUROV RYHU WKH

+ :H REWDLQHG DQ XQGHUVWDQGLQJ RI WKH QDWXUH RI WKH UHYHQXH
UHVSRQVLEOH IRU WKH LQYRLFHV DV ZHOO DV UHYLHZ RI WKH FRQWUL

¥ )RU D VDPSOH RI SURFHVVHG UHYHQXH WUDQVDFWLRQV ZH WUDFHG LC
WKH WLPLQJ RI UHYHQXH UHFRJIJQLWLRQ WR VRXUFH GRFXPHQWYV VXFK
DV ZHOO bV WKH UHODWHG LQYRLFHY JHQHUDWHG ZLWKLQ WKH V\VWH

VHORLWWH 7RXFKH //3

6DQ JUDQFLVFR &DOLIRUQLD
YHEUXDU\

‘H KDYH VHUYHG DV WKH &RPSDQ\fV DXGLWRU VLQFH




7TDEOH RI &RQWHQWYV

5(3257 2) ,1'(3(1'(17 5(*,67(5(' 38%/,& $&&2817,1* ),50

7R WKH VWRFNKROGHUV DQG WKH %RDUG RI 'LUHFWRUV RI (QHUJ\ 5HFRYHU\
2SLQLRQ RQ ,QWHUQDO &RQWURO RYHU )LQDQFLDO 5HSRUWLQJ

‘H KDYH DXGLWHG WKH LQWHUQDO FRQWURO RYHU ILQDQFLDO 'HRBEREWWQJ F

EDVHG RQ FULWRWIHL @V W RROQWHERGCG 1 QAW N XBGBGWEH GV KUHD BRPRUWWHH RI 6
Rl WKH 7UHDGZzZD\ &RPPLVVLRQ &262 ,Q RXU RSLQLRQ WKH &RPSDQ\ PDL
ILQDQFLDO UHBRPEHIQJ PMVRIG RQ FULWRQWHURDW DERQWKRG BQ QMH/IUDAN HG
&262

‘H KDYH DOVR DXGLWHG LQ DFFRUGDQFH ZLWK WKH VWDQGDUGV RI WKH 3X
FRQVROLGDWHG ILQDQFLDO VWIHFHPEB W V R VWWRIHDE&REP 5ROLD W IE)BHGE MRXW GG IR G W
H[SUHVVHG DQ XQTXDOLILHG RSLQLRQ RQ WKRVH ILQDQFLDO VWDWHPHQWV

%DVLV IRU 2SLQLRQ

7KH &RPSDQ\TV PDQDJHPHQW LV UHVSRQVLEOH IRU PDLQWDLQLQJ HIIHFWLY
HITHFWLYHQHVV RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LQF
JLQDQFLDO 5HSRUWLQJ ~ 2XU UHVSRQVLELOLW\ LV WR H[SUHVV DQ RSLQLRQ
‘H DUH D SXEOLF DFFRXQWLQJ ILUP UHJLVWHUHG ZLWK WKH 3&$2% DQG DUH
ZLWK WKH 8 6 IHGHUDO VHFXULWLHY ODZV DQG WKH DSSOLFDEOH UXOHV DQ

‘H FRQGXFWHG RXU DXGLW LQ DFFRUGDQFH ZLWK WKH VWDQGDUGV RI WKH
REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU HIIHFWLYH LQWHUQDO
DXGLW LQFOXGHG REWDLQLQJ DQ XQGHUVWDQGLQJ RI LQWHUQDO FRQWURC
WHVWLQJ DQG HYDOXDWLQJ WKH GHVLJQ DQG RSHUDWLQJ HIIHFWLYHQHVYV
SURFHGXUHV DV ZH FRQVLGHUHG QHFHVVDU\ LQ WKH FLUFXPVWDQFHV :H EF

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

$ FRPSDQ\fV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV D SURF
ILQDQFLDO UHSRUWLQJ DQG WKH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQ
SULQFLSOHV $ FRPSDQ\TV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWL
UHFRUGV WKDW LQ UHDVRQDEOH GHWDLO DFFXUDWHO\ DQG IDLUO\ UHIOH
UHDVRQDEOH DVVXUDQFH WKDW WUDQVDFWLRQV DUH UHFRUGHG DV QHFHVV
DFFHSWHG DFFRXQWLQJ SULQFLSOHV DQG WKDW UHFHLSWV DQG H[SHQGLW.
PDQDJHPHQW DQG GLUHFWRUV RI WKH FRPSDQ\ DQG SURYLGH UHDVRQDE
DFTXLVLWLRQ XVH RU GLVSRVLWLRQ RI WKH FRPSDQ\JV DVVHWV WKDW FRX

%HFDXVH RI LWV LQKHUHQW OLPLWDWLRQV LQWHUQDO FRQWURO RYHU ILQI
HYDOXDWLRQ RI HITHFWLYHQHVV WR IXWXUH SHULRGV DUH VXEMHFW WR WKH
WKDW WKH GHJUHH RI FRPSOLDQFH ZLWK WKH SROLFLHV RU SURFHGXUHV PD
VHORLWWH 7RXFKH //3

6DQ )UDQFLVFR &DOLIRUQLD
YHEUXDU\




7TDEOH RI &RQWHQWYV

(1(5*< 5(&29(5< ,1&
&2162/,'$7(" %$/$1&( 6+((76

"HFHPEHU

,Q WKRXVDQGV H[FHSW VKDUHV D
$66(76
&XUUHQW DVVHWYV
&DVK DQG FDVK HTXLYDOHQWYV
6KRUW WHUP LQYHVWPHQWYV
$FFRXQWV UHFHLYDEOH QHW
,QYHQWRULHV QHW
3UHSDLG H[SHQVHV DQG RWKHU DVVHWYV
7RWDO FXUUHQW DVVHWYV

/RQJ WHUP LQYHVWPHQWYV

'"HIHUUHG WD[ DVVHWV QHW

3URSHUW\ DQG HTXLSPHQW QHW
2SHUDWLQJ OHDVH ULJKW RI XVH DVVHW
*RRGZLOO DQG RWKHU LQWDQJLEOH DVVHWYV
2WKHU DVVHWV QRQ FXUUHQW

7RWDO DVVHWYV
1,$%,/,7,(6 $1' 672&.+2/'(56 (48,7<

&XUUHQW OLDELOLWLHV

$FFRXQWV SD\DEOH

$FFUXHG H[SHQVHV DQG RWKHU OLDELOLWLHYV
/HDVH OLDELOLWLHYV

&RQWUDFW OLDELOLWLHYV

7RWDO FXUUHQW OLDELOLWLHYV

/[HDVH OLDELOLWLHV QRQ FXUUHQW
2ZWKHU OLDELOLWLHYVY QRQ FXUUHQW
7TRWDO OLDELOLWLHYV

&RPPLWPHQWYV DQG FRQWLQJHQFLHV 1RWH

6WRFNKROGHUVY HTXLW\

3UHIHUUHG \BWRFNDOXHVKDUHV DXRWKRWHYHIGYVXHG RU RXWVWDQGLQJ DW
'"HFHPEHU DQG 2 2

&RPPRQ VWRFINU YDOXH VKDUHV DXWKRUVKJMHGHY LVVXHG DQG
VKDUHV RX'WFMWDEHAL @R BW VKDUHV LVVXHG/PRGHV
R X W V W DHFGALRGEJH D' W

$GGLWLRQDO SDLG LQ FDSLWDO
$FFXPXODWHG RWKHU FRPSUHKHQVLYH ORVV

7UHDVXU\ VWRFN VKW UFHRW WH SHAHFKEMH G @GV VKDUHYV
UHS XUFKIDAHRE BW

5HWDLQHG HDUQLQJV
7TRWDO VWRFNKROGHUVY HTXLW\

7RWDO OLDELOLWLHY DQG VWRFNKROGHUVY HTXLW\

6HH $FFRPSDQ\LQJ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WI




7TDEOH RI &RQWHQWYV

(1(5*< 5(&29(5< ,1&
&2162/,'$7(' 67$7(0(176 2) 23(5%$7,216

<HDUV (QGHG 'HFHPEHU

,Q WKRXVDQGV H[FHSW SHU VKDUH G
SBURGXFW UHYHQXH
&RVW RI SURGXFW UHYHQXH
URGXFW JURVV SURILW

/ILFHQVH DQG GHYHORSPHQW UHYHQXH 2 2

2SHUDWLQJ H[SHQVHV

*HQHUDO DQG DGPLQLVWUDWLYH

6DOHYV DQG PDUNHWLQJ

SHVHDUFK DQG GHYHORSPHQW

,PSDLUPHQW RI ORQJ OLYHG DVVHWYV 2 2
7TRWDO RSHUDWLQJ H[SHQVHYV

,QFRPH IURP RSHUDWLRQV

2WKHU LQFRPH H[SHQVH

,QWHUHVW LQFRPH

2WKHU QRQ RSHUDWLQJ LQFRPH H[SHQVH QHW
7RWDO RWKHU LQFRPH QHW

,QFRPH EHIRUH LQFRPH WD[HV
BURYLVLRQ IRU EHQHILW IURP LQFRPH WD[HV
1HW LQFRPH

I1HW LQFRPH SHU VKDUH
%DVLF
'LOXWHG

1XPEHU RI VKDUHV XVHG LQ SHU VKDUH FDOFXODWLRQV
%DVLEF
'LOXWHG

6HH $FFRPSDQ\LQJ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WI




7DEOH Rl &RQWHQWYV

(1(5*< 5(&29(5< ,1&
&2162/,'$7(' 67$7(0(176 2) &203B&2016,9(

<HDU (QGHG 'HFHPEHU

,Q WKRXVDQGV
1HW LQFRPH
2WKHU FRPSUHKHQVLYH ORVV LQFRPH QHW RI WD]
JRUHLJQ FXUUHQF\ WUDQVODWLRQ DGMXVWPHQWYV
8QUHDOL]HG ORVV JDLQ RQ LQYHVWPHQWYV
7RWDO RWKHU FRPSUHKHQVLYH ORVV LQFRPH QHW RI WD]

&RPSUHKHQVLYH LQFRPH

6HH $FFRPSDQ\LQJ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WI




7TDEOH RI &RQWHQWYV

(1(5*< 5(&29(5< ,1&
&2162/,'$7(' 67$7(0(176 2) 67284827156

b <HDUV (QGHG 'HFHPEHU

,Q WKRXVDQGV H[FHSW VKDUHV
&RPPRQ VWREN
%HJLQQLQJ EDODQFH
,VVXDQFH RI FRPPRQ VWRFN QHW 2
(QGLQJ EDODQFH

$GGLWLRQDO SDLG LQ FDSLWDO
%HJLQQLQJ EDODQFH
,VVXDQFH RI FRPPRQ VWRFN QHW
6WRFN EDVHG FRPSHQVDWLRQ
(QGLQJ EDODQFH

$FFXPXODWHG RWKHU FRPSUHKHQVLYH ORVV LQFRPH
%HJLQQLQJ EDODQFH
2WKHU FRPSUHKHQVLYH ORVV LQFRPH
JRUHLJQ FXUUHQF\ WUDQVODWLRQ DGMXVWPHQWYV
8QUHDOL]HG ORVV JDLQ RQ LQYHVWPHQWYV
7RWDO RWKHU FRPSUHKHQVLYH ORVV LQFRPH QHW

(QGLQJ EDODQFH

7UHDVXU\ VWRFN

%HJLQQLQJ EDODQFH

&RPPRQ VWRFN UHSXUFKDVHG 2
(QGLQJ EDODQFH

5HWDLQHG HDUQLQJV
%HJLQQLQJ EDODQFH
1HW LQFRPH
(QGLQJ EDODQFH

7TRWDO VWRFNKROGHUV HTXLW\

&RPPRQ VWRFEN LVVXHG VKDUHYV
%HJLQQLQJ EDODQFH

,VVXDQFH RI FRPPRQ VWRFN QHW
(QGLQJ EDODQFH

7UHDVXU\ VWRFN VKDUHYV

%HJLQQLQJ EDODQFH

&RPPRQ VWRFN UHSXUFKDVHG 2
(QGLQJ EDODQFH

7TRWDO FRPPRQ VWRFEN RXWVWDQGLQJ VKDUHV

6HH $FFRPSDQ\LQJ 1IRWHV WR &RQVROLGDWHG )LQDQFLDO 6WI




7TDEOH RI &RQWHQWYV

(1(5*< 5(&29(5< ,1&
&2162/,'$7(' 67$7(0(176 2) &$6+ )/2:6

<HDUV (QGHG 'HFHPEHU

,Q WKRXVDQGV
&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHV
1HW LQFRPH
$GMXVWPHQWY WR UHFRQFLOH QHW LQFRPH WR FDVK SURYLGHG E\ RSHUDWLQJ DFV
6WRFN EDVHG FRPSHQVDWLRQ
'"HSUHFLDWLRQ DQG DPRUWL]DWLRQ
528 DVVHW GHSUHFLDWLRQ
$PRUWL]DWLRQ RI SUHPLXPV DQG GLVFRXQWY RQ LQYHVWPHQWYV
'"HIHUUHG LQFRPH WD[HV
,PSDLUPHQW RI ORQJ OLYHG DVVHWV 2 2
2WKHU QRQ FDVK DGMXVWPHQWYV
&KDQJHV LQ RSHUDWLQJ DVVHWY DQG OLDELOLWLHV
$FFRXQWV UHFHLYDEOH QHW
&RQWUDFW DVVHWYV
,QYHQWRULHV QHW
3UHSDLG DQG RWKHU DVVHWYV
$FFRXQWV SD\DEOH
$FFUXHG H[SHQVHV DQG RWKHU OLDELOLWLHYV
&RQWUDFW OLDELOLWLHV
1HW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHV

&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHYV

6DOHV RI PDUNHWDEOH VHFEXULWLHV 2 2

ODWXULWLHYV RI PDUNHWDEOH VHFXULWLHYV

3XUFKDVHV RI PDUNHWDEOH VHEXULWLHYV

&DSLWDO H[SHQGLWXUHYV

BURFHHGV IURP VDOHV RI IL[HG DVVHWYV 2
1HW FDVK XVHG LQ SURYLGHG E\ LQYHVWLQJ DFWLYLWLHV

&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHV

1HW SURFHHGV IURP LVVXDQFH RI FRPPRQ VWREFEN

7D[ SD\PHQW IRU HPSOR\HH VKDUHV ZLWKKHOG 2 2

5HSXUFKDVH RI FRPPRQ VWRFN 2
1HW FDVK XVHG LQ SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV

(I 'THFW RI H[FKDQJH UDWH GLIIHUHQFHYVY RQ FDVK DQG FDVK HTXLYDOHQWYV

1HW FKDQJH LQ FDVK FDVK HTXLYDOHQWYV DQG UHVWULFWHG FDVK
&DVK FDVK HTXLYDOHQWY DQG UHVWULFWHG FDVK EHJLQQLQJ RI \HDU
&DVK FDVK HTXLYDOHQWY DQG UHVWULFWHG FDVK HQG RI \HDU
6XSSOHPHQWDO GLVFORVXUH RI FDVK IORZ LQIRUPDWLRQ
&DVK UHFHLYHG IRU LQFRPH WD[ UHIXQGYV

&DVK SDLG IRU LQFRPH WD[HV

6XSSOHPHQWDO GLVFORVXUH RQ QRQ FDVK LQYHVWLQJ DQG ILQDQFLQJ WUDQVDFWL

3XUFKDVHV RI SURSHUW\ DQG HTXLSPHQW LQ WUDGH DFFRXQWY SD\DEOH DQG DFF!
DQG RWKHU OLDELOLWLHYV

1RQ FDVK OHDVH OLDELOLWLHY DULVLQJ IURP REWDLQ@LQJ ULJKW RI XVH DVVHWYV

6HH $FFRPSDQ\LQJ 1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WI




7TDEOH RI &RQWHQWYV
(1(5*< 5(&29(5< ,1&
127(6 &2162/,'$7(' ),1$1&,%/ 67%$7(0(176

IRWHMHVFULSWLRQ RI %XVLQHVV DQG 6LJQLILFDQW $FFRXQWLQJ 3ROLFLHYV

(QHUJ\ 5GHFRYHU\ ,QF DQG LWV ZKROO\ RZQHG VXEVLGLDULHV WKH 3&R
WKDW PDNH LQGXVWULDO SURFHVVHV PRUH HIILFLHQW DQG VXVWDLQDEOH
OLWWOH WR QR HPLVVLRQV ZKHQ RSHUDWLQJ WKH &RPSDQ\fV VROXWLRQ
FRPSDQLHV DFURVV D YDULHW\ RI LQGXVWULDO SURFHVVHV $V WKH ZRUO
LPSDFWV WKH &RPSDQ\ LV KHOSLQJ FRPSDQLHV UHGXFH WKHLU HQHUJ\ FR
FDUERQ IRRWSULQW 7KH &RPSDQ\ EHOLHYHV WKDW LWV FXVWRPHUV GR
FRPPLWWHG WR GHYHORSLQJ VROXWLRQV WKDW GULYH ORQJ WHUP YDOXH
VROG LQ RU GHYHORSHG IRU WKH IOXLG IORZ DQG JDV PDUNHWV VXFK D\
SURFHVVLQJ DQG UHIULJHUDW((R G ;V3VUWMP X U X YEHRRGIMIAX W HDEHKEDQUEND 3 ;

3; #3; * %3:. 3RZHBBIFDDQGXDEROIGH &RPSDQ\ RZQV PDQXIDFWXUHV DQG RU
SDUWKH@BQLWHG 6WDWHV RI $PHULFD WKH 38 6 °

%DVLV RI B3UHVHQWDWLRQ

7KBERQVROLGDWHG )LQDQFLDO 6WDWHPHQWY LQFOXGH WKH DFFRXQWYV
LQWHUFRPSDQ\ DFFRXQWY DQG WUDQVDFWLRQV KDYH EHHQ HOLPLQDWHG LC

SHFODVVLILFDWLRQV

&HUWDLQ SULRU SHULRG DPRERQNWRIODGID VEHE G W ERFRIBARQ@W SHIRY 12 FBUKCEW\LH
YORZV DQG FHU®PQQYRO@RWEW MR )WEBQFLDO 6WDWHPHQWY WR FRQIRUP WR W

8VH RI (VWLPDWHV

7KH SUHSBBRWRRQGMIWHG )LQDQFLDO86N IWBPHQWY\ DG FHBW R G P MA RXIC
UHTXLUHV WKH &RPSDQ\fV PDQDJHPHQW WR PDNH MXGJPHQWYV &RQVROI\G DR\
JLODQFLDO 6WDWHPHQWY DQG DFFRPSDQ\LQJ QRWHYV

7KH DFFRXQWLQJ SROLFLHV WKDW UHIOHFW WKH &RPSDQ\JV VLJQLILFDQ
FULWLFDO WR DLG LQ IXO0O\ XQGHUVWDQ®HYHDREB HMNPRXDMLLRIQL W D QB U
DQG YDOXDWLRQ RI HTXLSPHQW YDOXDWLRQ DQG LPSDLUPHQW RI JRRGZLO(
HYDOXDWLRQ DQG PHDVXUHPHQW RI FRRWL GVWQALPLIHWH D T8 XXD® &R Q J HR EDDQ.G
GLIIHU PDWHULDOO\ IURP WKRVH HVWLPDWHYV

$OWKRXJK WKHUH KDV EHHQ XQFHUWDLQW\ DQG GLVUXSWLRQ LQ WKH J¢
DZDUH RI DQ\ VSHFLILF HYHQW RU FLUFXPVWDQFH WKDW ZRXOG UHTXLUH D
LWV DVVHWYV BHEUXDELO MWKIHH 8 DDAVHRR |$IQVQUSEDSIRFHWR R @V KRAHA H HVWLPDWHYV PD
QHZ HYHQWV RFFXU DQG DGGLWLRQDO LQIRUPDWLRQ LV REWDLQHG $FW
DVVXPSWLRQV RU FRQGLWLRQV 7KH &RPSDQ\ XQGHUWDNHY QR REOLJDWLR
$QQ¥BORUW RQHRWSW DV UHTXLUHG E\ ODZ
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6LIQLILFDQW $FFRXQWLQJ 3ROLFLHYV
&DVK DQG &DVK (TXLYDOHQWYV

7KH &RPSDQ\ FRQVLGHUV DOO RUIKQQDOTRUGIHO P HY WPH 6 RVYWALIMFKN B Q O
WKDQ RWHKUXBIONRFEEBRWLILHG DQG SUHVRQVENRGNROEGDKHEXbDDOKE W \BKHH
VWDWHG DW FRVW ZKLFK DSSUR[LPDWHV IDLU YDOXH 7KH &RPSDQ\fV FDV|
ILQDQFLDO LQVWLWXWLRQVS 6QWVWDWXWLRIQHXU PWQHYV PDQOGEHWRUSRGBEUWH QRYV
FUHGLWZRUWKLQHVV RI WKH ILQDQFLDO LQVWLWXWLRQV LQVWLWXWLRQDO
IXQGV 7KH &RPSDQ\ KDV H[SHULHQFHG QR FUHGLW ORVVHV IURP LWV FDVK

$OORZDQFH IRU 'RXEWIXO $FFRXQWYV

7KH &RPSDQ\ UHFRUGV D SURYLVLRQ IRU GRXEWIXO DFFRXQWY EDVHG R(
,Q HVWLPDWLQJ WKH DOORZDQFH IRU GRXEWIXO DFFRXQWY WKH &RPSDQ\ |
KLVWRULFDO ZULWH RIIV WKH FUHGLW ZRUWKLQHVYV RI HDFK FXVWRPHU DQ
DOORZDQFH ZKHQ WKH &RPSDQ\ EHOLHYHVY WKDW LW LV SUREDEOH WKDW Wi
&RPSDQ\TVY HVYWLPDWHG DOORZDQFH

6KRUW WHUP D@ HR Q/.P WGIW ¥

7KH &RPSDQ\TV VKRUW WHUP DQG ORQJ WHUP LQYHVWPHQWW FR/Q WIDWX L
VHFXULWLHVY FRUSRUDWH QRWHVY DQG ERQGDOOQRS EKQERLSDB PQIVDLUHG
$YDLODEOH IRU VDOH VHFXULWLHY DUH FDUULHG DW IDLU YDOXH $PRUWL]I
RQ WREVROLGDWHG 6WDWHPHQWY Rl 2SHUDWLRQV &KDQJHV LQ WKH IDLU
DFFXPXODWHG RWKHZLWRP UMW R BN K RMRGNBRAL GITWEE\ RMOWKAH 6KHHWYV  5F
VDOH RI DYDLODEOH IRU VDOH VHFXULWLHY DUH GHWHUPLQHG E\ VSHFLILF L

7KH &RPSDQ\ FDWHJRUL]JHVY DQG FODVVLILHY VKRUW WHUP ®&RGVERQG DW
%DODQFH 6KHHWY DV IROORZV

$ 6KRUW WHUP, QQNWWWRIPGWW\S XUFKDVHG ZLWK DQ RULJLQDO RMKUHPDL
PRQW®® WKDW DUH H[SHFWRHBWRR RXW XELHO DIQFKE QIONNWI IGDEVBY VKR U\
DQG DUH SUHVHQWHG LQ FXUUHQW DVVHWYV

$ /RQJ WHUP L@WHIW\WPHI@WW SXUFKDVHG ZLWK DQ RULJLQDO RWKWHRPDL
PRQWRG WKDW DUH H[SHFWHG RORURE WXKH P RO BIUHI DVXBIHWL | G D@/ HD V
LQYHVWPHQWY DQG DUH SUHVHQWHG LQ QRQ FXUUHQW DVVHWYV

,QYHQWRULHYV

,QYHQWRULHV DUH VWDWHG DW WKH ORZHU Rl FRVW XVLQJ WKH ILUVW |
LQYHQWRU\ YDOXDWLRQ DGMXVWPHQWYV IRU H[FHVV DQG REVROHWH LQYHQ\
HVWLPDWHG IXWXUH GHPDQG RI WKH SURGXFWV DQG VSDUH SDUWYV
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BURSHUW\ DQG (TXLSPHQW

3URSHUW\ DQG HTXLSPHQW LV UHFRUGHG DW FRVW DQG UHGXFHG E\ DFF
HVWLPDWHG XVHIXO OLYHV RI WKH KM VRIOWOR X VQQ W\D E B H & U BV BHKQWY \D MOK-H PHHM
OLYHV RI WKH &RPSDQ\TV SURSHUW\ DQG HTXLSPHQW ODLQWHQDQFH DQG

OLQLPXP OD[LPXP
ODFKLQHU\ DQG HTXLSPHQW H[FOXGLQJ HTXLSPHQW XVHG IRU WHDQMMDFWNDU®J RI Ft
ODFKLQHU\ DQG HTXLSPHQW XVHG IRU PDQXIDFWXULQJ RI FHUDWIFUFR P S RIQHOW V

/HDVHKROG LPSURYHPHQWYV \HDU \HDUV
6RIWZDUH \HDUV \HDUV
2IILFH HTXLSPHQW IXUQLWXUH DQG IL[WXUHYV \HDUV \HDUV
$XWRPRELOHYV \HDU \HDUV

/HDVHKROG LPSURYHPHQWY UHSUHVHQW UHPRGHOLQJ DQG UHWURILWWLQJ FRVWYV
HLWKHU WKH HVWLPDWHG XVHIXO OILLRPPRUPWRMW W HQBSRIR QYW HQJ HR'YHNRNE XU L\
GLVFXVVLRQ RI OHDVH WHUPV

6RIWZDUH SXUFKDVHG IRU LQWHUQDO XVH FRQVLVWY SULPDULO\ RI DPRXQWYV SD
FRVWYV

(VWLPDWHG XVHIXO OLYHVY DUH SHULRGLFDOO\ UHYLHZHG DQG ZKHQ D¢
FKDQJHV LQ RSHUDWLQJ FRQGLWLRQV RFFXU DVVHW OLYHV PD\ EH DGMXVW
WKH FDUU\LQJ DPRXQWYV 7KH &RPSDQ\ HYDOXDWHYV WKH UHFRYHUDELOLW\
HVWLPDWHG IXWXUH QHW XQGLVFRXQWHG FDVK IORZV JHQHUDWHG E\ WKH
LPSDLUPHQW UHFRJQL]HG LV PHDVXUHG DV WKH DPRXQW E\ ZKLFK WKH FDU
HYDOXDWLRQ RI UHFRYHUDELOLW\ LQYROYHYVY HVWLPDWHYV RI IXWXUH RSHUD
OLPLWHG WR UHYHQXH JURZWK UDWHV JURVV SURILW PDUJLQV DQG RSHUL

/HDVHV

7KH &RPSDQ\ GHWHUPLQHYV LI DQ DUUDQJHPHQW LV D OHDVH RU FRQW
ZKHWKHU WKH OHDVH LV DQ RSHUDWLQJ RU D ILQDQFH OHDVH DW WKH FRPP
OHDVH OLDELOLWLHYV IRU RSHUDMHW®LE2B OV WHMW A1LMSKU MNHRIPW IWKHD SWRIRJS ¥y ®& DY
WHUP ZKLOH OHDVH OLDELOLWLHY UHSUHVHQW WKH &RPSDQ\fV REOLJDWL
UHFRJQL]J]HG EDVHG RQ WKH SUHVHQW YDOXH RI OHDVH SD\PHQWYV RYHU WK
LPSOLFLW LQWHUHVW UDWH RU LI QRW UHDGLO\ GHWHUPLQDEOH LWV LQF
SUHVHQW YDOXH RI OHDVH SD\PHQWYV 7KH LQFUHPHQWDO ERUURZLQJ UDW
HITHFWV RI FROODWHUDO 2SHUDWLQJ OHDVH 528 DVVHWY DUH UHFRJQL]JHC
&RPSDQ\ DFFRXQWV IRU ERWK WKH QRQ OHDVH FRPSRQHQWY DQG UHODWH:!
LQFOXGH RSWLRQV WR H[WHQG RU WHUPLQDWH WKH OHDVH ZKHQ LW LV UH
H[SHQVH LV UHFRJQL]J]HG RQ D VWUDLJKW OLQH EDVLVY RYHU WKH OHDVH WHL

7KH &RPSDQ\ DSSOLHV OHDVH PRGLILFDWLRQV WKDW FKDQJH WKH FRQ\
RULIJLQDO OHDVH DQG JUDQWYV DGGLWLRQDO ULJKW RI XVH ZLWK D SULFH
DVVHVVHG LQ FRPSOLDQFH ZLWK WKH DERYH SDUDPHWHUYV JRU RWKHU W\
DVVXPSWLRQVY DUH DSSOLHG LQ WKH FDOFXODWLRQ RI WKH XSGDWHG OHDVEH
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*RRGZLOO

2XU JRRGZLOO UHSUHVHQWY WKH H[FHVV RI WKH SXUFKDVH SULFH RI D
*RRGZLOO LV QRW DPRUWL]JHG EXW LV HYDOXDWHG DQQXDOO\ -XO\ IRU
LPSDLUPHQW*RRGZSOWVHRSMLUPHQW WHVWLQJ UHTXLUHV VLJQLILFDQW MXG.
WKH GHWHUPLQDWLRQ RI L WKH QXPEHU RI UHSRUWLQJ XQLWV LL WKH JF
LLL WKH IDLU YDOXHV RI WKH UHSRUWLQJ XQLWYV 7KH HVWLPDWHV DQG D
ZLOO VLJQLILFDQWO\ DIIHFW WKH RXWFRPH Rl WKH LPSDLUPHQW WHVWV DQ
DVVHVVPHQW Rl JRRGZLOO IRU LPSDLUPHQW RQ DQ DQQXDO EDVLV GXULQJ
DVVHVVPHQW ZKHQHYHU HYHQWYV RU FKDQJHV LQ FLUFXPVWDQFHV LQGLFD!
TXDOLWDWLYH IDFWRUV ZHUH WR LQGLFDWH WKDW LW LV PRUH OLNHO\ WKD
WKHQ SHUIRUP D TXDQWLWDWLYH DVVHVVPHQW ZKLFK ZRXOG FRQVLVW SUL
RI WKH UHSRUWLIZEH XRUWE B VIR RG AXWX UH ADRHK &®REB/OX VAKX LIP\D \E B VRIIG RV X
RSHUDWLQJ H[SHQVHV LV EDVHG SULPDULO\ RQ H[SHFWHG FDWHJRU® H[SD
DGGLWEKRQ&RPERQ RRVUKHWUHVLIQLILFDQW LQSXWV WR LWV IDLU YDOXH FDOFX
UHIOHFW FXUUHQW PP WKMHM[WRQW®LWKR PDUU\LQJ DPRXQW Rl WKH UHSRUWLC
UHFRJQL]H DQ LPSDLUPHQW RI JRRGZLOO IRU WKH H[FHVV XS WR WKH DPRXC

)DLU 9DOXH RI )LQDQFLDO ,QVWUXPHQWYV

7KH &RPSDQ\fV ILQDQFLDO LQVWUXPHQWY LQFOXGH FDVK DQG FDVK H-
DFFRXQWYV DEEHLDKFPEXOGWKHS BDOBOHQJ DPRXQWY IRU WKH V&R QORMIFG DWW HLA) ¥
6KHHWY DSSURJ[LP D %HHWH@NEH VIVMAH Q W/O/XBIY G )DL URID OOUW KHHIV G UNHPHNOM R Q U

5HYHQXH 5HFRJQLWLRQ

BHYHQXHY DUH UHFRJQL]J]HG ZKHQ FRQWURO RI WKH SURPLVHG JRRGV RL
WKDW UHIOHFWY WKH FRQVLGHUDWLRQ WKH &RPSDQ\ H[SHFWV WR EH HQWL
LGHQWLILHG DQG WKH WRWDO WUDQVDFWLRQ SULFH LV DOORFDWHG WR WKHF

7KH &RPSDQ\YV SD\PHQW WHUPV YDU\ EDVHG RQ WKH FUHGLW ULVN RI |
SD\PHQW EHIRUH WKH SURGXFWV RU VHUYLFHVY DUH GHOLYHUHG WR WKH FX
RQ DQ LQGLYLGXDO FRQWUDFW EDVLV WR DVVHVV ZKHWKHU FROOHFWDELC
HYDOXDWLRQ WKH &RPSDQ\ FRQVLGHUV PDQ\ IDFWRUV DERXW WKH LQGLYL
DQG RU SDUWQHUVKLS FRQVRUWLXP DQG WKH &RPSDQ\YfV SULRU KLVWRU\
UHODWLRQVKLSV JRU VPDOOHU SURMHFWYV WKH &RPSD®R G WMHLV SWUIRK
GHOLYHU\ ,Q VRPH FDVHV LI FUHGLW ZRUWKLQHVYV FDQQRW EH GHWHUPLQ'

6DOHV FRPPLVVLRQV DUH H[SHQVHG DV LQFXUUHG ZKHQ SURGXFW UHYH(
H[SHQVHV

$UUDQJHPHQWYV ZLWK 0OXOWLSOH 3HUIRUPDQFH 2EOLJDWLRQV DQG 7HUPLC

7KH &RPSDQ\TV FRQWUDFWV ZLWK FXVWRPHUV PD\ LQFOXGH PXOWLSOH

DOORFDWHY UHYHQXH WR HDFK SHUIRUPDQFH REOLJDWLRQ EDVHG RQ LWV L
DORQH VHOOLQJ SULFHV EDVHG RQ WKH SULFHV FKDUJHG WR FXVWRPHUYV

'LWK UHVSHFW WR WHUPLQDWLRQ WKH &RPSDQ\ GRHVY QRW KDYH WKH DI
FDQFHO IRU FRQYHQLHQFH XSRQ WKH SD\PHQW RI D WHUPLQDWLRQ IHH WKD
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BUDFWLFDO ([SHGLHQWY DQG ([HPSWLRQV

,Q WKH :DWHU VHIPHQW WKH WLPH SHULRG EHWZHHQ ZKHQ WKH &RPSDC
WKH SURGXFWV LV LQ JHQHUDO OHVV WKDQ RQH \HDU DQG WKHUHIRUH
DGRSWHG E\ WKH &RPSDQ\

'LWK UHVSHFW WR WD[HV WKH &RPSDQ\ KDV PDGH WKH SROLF\ HOHFWLR

7KH &RPSDQ\ GRHV QRW GLVFORVH WKH YDOXH RI XQVDWLVILHG SHUIRU
RQH \HDU RU OHVV DQG LL FRQWUDFWYVY IRU ZKLFK WKH &RPSDQ\ UHFRJQL]
IRU VHUYLFHY SHUIRUPHG

&RQWUDFW &RVWYV

7KH &RPSDQ\ UHFRJQL]HV WKH LQFUHPHQWDO FRVW RI REWDLQLQJ FRQV
DVVHWV WKDW WKH &RPSDQ\ RWKHUZLVH ZRXOG KDYH UHFRJQL]JHG LV RQH '
PDUNHWLQJ H[SHQVHV

URGXFW DQG 6HUYLFH 5HYHQXH 5HFRJQLWLRQ :DWHU 6HJPHQW

,Q WKH &RPSDQ\TV :DWHU VHIPHQW D FRQWUDFW LV HVWDEOLVKHG E\ D
VWDQG DORQH FRQWUDFW ZLWK WKH FXVWRPHU ZLWK IL[HG SULFLQJ DQG |
HQVXUH WKDW FROOHFWDELOLW\ LV UHDVRQDEO\ DVVXUHG

7KH &RPSDQ\ DGKHUHV WR FRQVLVWHQW SULFLQJ LQ WKH VWDQG DORQ
EXQGOH SHUIRUPDQFH REOLJDWLRQV LQ WKH :DWHU VHIJPHQW 3HWIRUPDQF
K\GUDXOLF WXUERFKDUJHUV SXPSV DQG VSDUH SDUWV 6HUYLFH REOLJD)\
FRQWUDFW OLDELOLWLHV XQWLO WKH VHUYLFHV DUH SHUIRUPHG

7KH WUDQVIHU RI FRQWURO IRU WKH &RPSDQ\YfV SURGXFWYV IROORZV WI
HTXLSPHQW LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO &RPPHUFLDO 7HUPV FI
FULWHULD IRU WKH &RPSDQ\fV SURGXFWY SHUWDLQ WR WKH DELOLW\ RI W
ZDUUDQW\ SURYLVLRQV ZKLFK WKH &RPSDQ\TV SURGXFWV KDYH GHPRQVW
SHUIRUPDQFH PHWULFV SURYLGHV WKH &RPSDQ\YfV PDQDJHPHQW ZLWK D Ul
XSRQ FRPPLVVLRQLQJ RI WKH SODQW ,QVWDOODWLRQ LV UHODWLYHO\ VLF
VXSHUYLVLRQ RI WKH &RPSDQ\TV SHUVRQQHO %DVHG RQ WKHVH IDFWRUYV
VKLSPHQW RU GHOLYHU\ ZKHQ WLWOH WUDQVIHUV EDVHG RQ WKH VKLSSLQJ

7KH &RPSDQ\ GRHV QRW SURYLGH LWV FXVWRPHUV ZLWK D ULJKW RI SUR
DUH GHHPHG WR EH GDPDJHG RU GHIHFWLYH ZKHQ GHOLYHUHG WKDW DUH
ZDUUDQW)\ LV SURYLGHG FRQVLVWHQW ZLWK WKH LQGXVWU\ DQG LV FRQVL!
BURGXFW UHWXUQV DQG ZDUUDQW)\ FKDUJHV KDYH QRW EHHQ PDWHULDO

)RU ODUJH SURMHFWV VWDQG DORQH FRQWUDFWY DUH XWLOL]JHG )RU \
W\SLFDOO\ UHTXLUH WKHLU VXSSOLHUV LQFOXGLQJ WKH &RPSDQ\ WR DFFF
ZKHUHE\ WKH ILQDO DPRXQWYV GXH XQGHU WKH VDOHV FRQWUDFW DUH UHPL
DUH LVVXHG 7KHVH UHWHQWRRQOSINW RQ WAK HD W-R WHD@®H BRQWUDFW DPRXQW
FRQWUDFWXDO PLOHVW RMRP RQODRR W K H GHDUWDH @Y S8 RGRKFW GHOLYHU\  7KH
FRQGLWLRQV DUH UHFRUGHG DV FRQWUDFW DVVHWY DQG DOLJQ ZLWK WKH
FRQWUDFW WKH\ DUH QRW FRQVLGHUHG WR EH D ILQDQFLQJ FRPSRQHQW

6KLSSLQJ DQG KDQGOLQJ FKDUJHV ELOOHG WR FXVWRPHUVY DUH SDVV W
SURGXFW UHYHQXH 7KH FRVW RI VKLSSLQJ WR FXVWRPHUV LV LQFOXGHG L«
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JLFHQVH DQG 'HYHORSPHQW 5HYHQXH 5HFRJQLWLRQ (PHUJLQJ 7THFKQROR

5HYHQXH LV UHFRJQL]JHG ZKHQ FRQWURO Rl WKH SURPLVHG JRRGV RU VF
SULFH ZDV HVWDEOLVKHG DW WKH LQFHSWLRQ RI D OLFHQVH DJUHHPHQW E)\
H[FOXVLYLW\ SUHPLXP 6LQFH WKH OLFHQVH DJUHHPHQW LQFOXGHG DQ XS
VHUYLFHV DUH SURYLGHG DIWHU LQLWLDO FRPPHUFLDOL]DWLRQ WKH &RPS
LQFOXGHG LQ WKH SULFLQJ Rl WKH OLFHQVH DJUHHPHQW 3HUIRUPDQFH RE
DQG XSJUDGHV SULRU WR DQG VXEVHTXHQW WR WKH GDWH RI IXOO FRPP}I
SHUIRUPDQFH REOLJDWLRQV DQG OLFHQVH DQG GHYHORSPHQW UHYHQXH LV
VDODULHV ZDJHV DQG WUDYHO FRVWVY UHODWHG WR WKH SURMHFW SULRU
VXEVHTXHQW WR IXO0O FRPPHUFLDOL]DWLRQ XQWLO WKH H[SLUDWLRQ RI WK
DOO XQUHFRJQL]JHG IXWXUH UHYHQXH XQGHU WKH OLFHQVH DJUHHPHQW ZDV

&RQWUDFWY DUH VRPHWLPHYV PRGLILHG IRU D FKDQJH LQ VFRSH RU RWEk
H[LVW ZKHQ WKH PRGLILFDWLRQ HLWKHU FUHDWHV QHZ RU FKDQJHV WKH
PRGLILFDWLRQV DUH DQDO\|JHG WR GHWHUPLQH WKH WUHDWPHQW RI WKH
FXPXODWLYH FDWFK XS DGMXVWPHQW

:DUUDQW\ &RVWYV

7KH &RPSDQ\ VHOOV SURGXFWV ZLWK D OPRIQOWMHRY H DHNDKIN) WRRRDQD BHEBEU
ZbUuuDQW\ FRVWYV EDVHG RQ HVWLPDWHG SURGXFW IDLOXUH UDWHYV KLVWE
HYDOXDWHY DQG DGMXVWV WKH ZDUUDQW\ FRVWY WR WKH H[WHQW WKDW DI

6WRFN EDVHG &RPSHQVDWLRQ

7KH &RPSDQ\ PHDVXUHV DQG UHFRJQL]JHV VWRFN EDVHG FRPSHQVDWLRC
EDVHG DZDUGV PDGH WR LWV HPSOR\HHV QRQ HPSOR\HH FRQVXOWDQWYV DQ
RSWLRQV RYHU WKH UHTXLVLWH VHUYLFH SHULRG W\SLFDOO\ WKH YHVWLQ
FRPPRQ VWRFN SULFH RQ WKH GDWH RI JUDQW 7KH IDLU YDOXH RI VWRFN
UHIHUUHG WR DV WKH 3%ODFN 6FKROHV OHUWRQ" PRGHO ZKLFK UHTXLUHYV
YHVWHG DZDUG EDVHG XSRQ WKH &RPSDQ\YV H[HUFLVH KLVWRU\ H[SHFWHC
LQWHUHVW UDVEHs EDNBIGXXS R WHM DQG WKH &RPSDQ\JV GLYLGHQG \LHOG
UHTXLUHV MXGJPHQW DQG WR WKH H[WHQW WKDW DFWXDO UHVXOWV RU XS
UHFRUGHG DV D FXPXODWLYH DGMXVWPHQW6 HG WHBHW A N LERIGV HG 2 HREPESKH KB W
GLVFXVVLRQ RI VWRFN EDVHG FRPSHQVDWLRQ

JRUHLJQ &XUUHQF\

7KH &RPSDQ\TV UHSRUNIRAOAXW UHRRHA\IKQ MYWKIFRQDO FXUUHQF\ RI WKH &RP
ORFDO FXUUHQFLHV 7KH DVVHW DQG OLDELOLW\ DFFRXQWV RI WKH &RPSDC(
LQ HILTHFW RQ WKH EDODQFH VKHHW GDWH BHYHQXH DQG H[SHQVHY DUH WL
DQG ORVVHV UHVXOWLQJ IURP WKH WUDQVODWLRQ RI WKH &RPSDQ\TV VXE\
FRPSUHKHQVLYH LQFRPH ORVV *DLQV DQG ORVVHV IURP IRUHLJQ FXUU|
&RQVROLGDWHG 6WDWHPHQWY RI 2SHUDWLRQV
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,QFRPH 7D[HV

&XUUHQW DQG QRQ FXUUHQW WD[ DVVHWV DQG OLDELOLWLHY DUH EDV
MXULVGLFWLRQV LQ ZKLFK WKH &RPSDQ\ LV VXEMHFW WR WD[ ,Q WKH RUGL
SRVLWLRQV 7KH &RPSDQ\ DVVHVVHV LQFRPH WD[ SRVLWLRQV DQG UHFRU
&RPSDQ\TfV HYDOXDWLRQ RI WKH IDFWV FLUFXPVWDQFHV DQG LQIRUPDWLR
OLNHO\ WKDQ QRW WKDW D WD[ EHQHILW ZLOO EH VXVWDLQHG WKH &RPSDQ
EHLQJ UHDOL]JHG XSRQ XOWLPDWH VHWWOHPHQW ZLWK D WD[LQJ DXWKRUL)\
SRVLWLRQV ZKHUH LW LV QRW PRUH OLNHO\ WKDQ QRW WKDW D WD[ EHQHI
:KHQ DSSOLFDEOH DVVRFLDWHG LQWHUHVW DQG SHQDOWLHV DUH UHFRJQL
DUH LQFOXGHG ZLWKLQ WK H &RQO/MIRODH G DMDH O Y%\DHOVD RAH CBLKHEH WO Y W\ RQ WK H

'"HIHUUHG LQFRPH WD[HV DUH SURYLGHG IRU WHPSRUDU\ GLIIHUHQFHV D
ILQDQFLDO UHSRUWLQJ SXUSRVHV 'HIHUUHG LQFRPH WD[HV DUH UHFRUGH:/(
ZKLFK WKH WHPSRUDU\ GLIIHUHQFHV DUH H[SHFWHG WR UHYHUVH 7KH HI
UHFRJQL]HG LQ LQFRPH LQ WKH SHULRG WKDW LQFOXGHV WKH HQDFWPHQW
RSLQLRQ RI PDQDJHPHQW LW LV PRUH OLNHO\ WKDQ QRW WKDW VRPH SRUW
LV UHTXLUHG LQ GHWHUPLQLQJ ZKHWKHU DQG WR ZKDW H[WHQW DQ\ YDOXD
VXFK D GHWHUPLQDWLRQ WKH &RPSDQ\ FRQVLGHUV DOO DYDLODEOH SRVLW
UHYHUVDOV Rl GHIHUUHG WD[ OLDELOLWLHVY SURMHFWHGQPRPXUHDLQFRPRU
GLVFXVVLRQ Rl WD[ YDOXDWLRQ DOORZDQFHV

7KH &RPSDQ\JV RSHUDWLRQV DUH VXEMHENWR Q QRR PIH JDQIEXW UD@ VOV MF
DQG MXGJPHQWY DUH UHTXLUHG LQ GHWHUPLQLQJ WKH &RPSDQ\JV ZRUOGZ
LQWHUSUHWDWLRQV RI H[LVWLQJ WD[ ODZV RU UHJXODWLRQV 7KH XOWLPD

SHFHQWO\ $GRSWHG $FFRXQWLQJ 3URQRXQFHPHQW

,Q ODUFK WKH )LQDQFLDO $FFRXQWLQJ 6WDQGDUGV %RDUG 3)$6%"
5HIHUHQFH 5DWH 5HEBBP 7RSLFZKLFK SURYLGHG RSWLRQDO & BS$EIMRQ W V
FRQWUDFWV KHGJLQJ UHODWLRQVKLSY DQG RWKHU WUDQVDFWLRQV DIIHFV
DQRWKHU UHIHUHQFH UDWH H[SHFWHG WR EH G&MFHROMIRHX BBW H B H | R6P6 OR
WR FODULI\ WKH VFRSH RI 7RSLF VR WKDW GHULYDWLYHV DIIHFWHG E\ Wt
DQG H[FHSWLRQ$68) 7RSLF (QWLWLHV PD\ DSSO\ WKH SURYLVLRQV Rl WKH
SHULRG ZKHQ WKH HOHFWLRQ LV PDGH L H DV HDUO\ DV WKH ILUVW TXD!
DYDLODEOH XQWLO 'HFHPEHU ZKHQ WKH UHIHUHQFH UDWH UHSODFHP
DSSO\ DPHQGPHQWY SURVSHFWLYHO\ WKURXJK 'HFHPEHU

2Q- X0\ WKH &RPSDQ\ DPHQGHG LWV H[LVWLQJ FUHOL R DERUHAGIBVR QRV W
UHIHUHQFH UDWH IRU BARBHIFRZIHIGI 2 Y HE P /W25 WMRIHQERG® $ BOWBSSOLHG $68
RSWLRQDO H[SHGLHQWY DW WKH WLPH RI WKLV PRGLILFDWLRQ 7KH &RPSD
KDYH D PDWHULDO LPSDFW RQ WKH &RPSDQ\TV ILQ B® Fi D ON RROROI M L R Y G H \
PRUH LQIRUPDWLRQ




7TDEOH RI &RQWHQWYV
(1(5*< 5(&29(5< ,1&
127(6 &2162/,'$7(' ),1$1&,%/ 67%$7(0(176

IRWHBHYHQXH
'LVDJIJUHIJDWLRQ RI 5HYHQXH
7KH &RPSDQ\ BOBRGXIFEFWHVHYWZXMWEPHKD @YHIRROORZV

+ OHJDSURMHFWB' FOGVWRPHUV DUH PDMRU ILUPV WKDW GHYHORS GHVLJ
GHVDOLQDWLRQ SODQWV

¥ 2ULJLQDO (TXLSPHQW O0D@XFXNMWRWPHWYV::DWH FRPSDQLHV WKDW VXSS
VIVWHPV DQG YDULRXV RSHUDWLQJ DQG PDLQWHQDQFH VROXWLRQV |
FRPPHUFLDO DQG LQGXVWULDO HQWLWLHY DV ZHOO DV QDWLRQDO V!

$ $IWHUPDUN$OWVFX$WRPHUV DUH GHVDOLQDWLRQ SODQW RZQHUV DQG R
XSJUDGH RU NHHS WKHLU SODQW UXQQLQJ

6DOHY DQG XVDJH EDVHG WD[HV DUH &HFPXQGW G5 HIFRR) WKXHWHKQDUH & L VEKN VIL
&RPSDQ\TV VHIPHQWYV

7KH IR O O RAUHNYMMYRVESANDJIJUHIDWHG UHYHQXHV E\SAHREBKRW WD K BDRW KUK
SULPDU\ JHRIJUPBYXHGDRQPWKNHWVWRPHUSWKGEEEWGUWRH@EME ERFKYDDQAE CE\

<HDUV (QGHG 'HFHPEHU

(PHUJLQJ (PHUJLQJ (PHUJLQJ
':DWHU7HFKQRORJIRWDO :DWHU7HFKQRORJWFRWDO :DWHU7HFKQRORJLRWD O

,Q WKRXVDQGYV

BURGXFW W\SH DQG VHUYLFH OLQH
3;V SXPSV DQG
WXUER GHYLFHV
DQG RWKHU
ILFHQVH DQG
GHYHORSPHQW 2 2 2 2 2 2 2

7TRWDO UHYHQXH o

BULPDU\ JHRIJUDSKLFDO PDUNHW
OLGGOH (DVW DQG

$IULFD 2
$VLD 2 2 2
$PHULFDYV 2

(XURSH 2 2

rRWOO UHYHOXH o

B3URGXFW UHYHQXH E\ FKDQQHO

OHJDSURMHFW 2
2ULJLQDO HTXLSPHQW

PDQXIDFWXUHU 2 2 2
$IWHUPDUNHW 2

7TRWDO SURGXFW
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2Q-XQH WKH &RPSDQ\ HQWHUHG6ERMRP DU DH U HHPAHKM/R KEB SNPHRNRE) SR
WHUPLQDWH WKH AHRWWLRIUHHPHQW E B RAKODHREWRKIBHAR R P S B &ZH WRHGW KH H[F C
ZRUOGZLGH ULJKWV WRRWKHTIR B HIQV BHEFQIREWQAMWR: WKH \WBBR\S RUWWN DJ1U K
DQG REOLJDVRRRIGW TX QLGHH) WBKEK UEHHRHHVWHUERUQQMHW BE FRUGLQJO\ WKH &RPSD
WR UHWDLQ DOO RI WKH QRQ UHIXQGDEOH XSIURQW H [FRKXYXRDWGISDARH &V
IXWXUH SHUIRUPDQFHO9RBOHIDWERQVY HXKKJHEURRIWEEKIMN DFFRXQWHG IRU WKH W
PRGLILFDWLRQ ZKLFK UHVXOWHG LQ WKH &RPSDQ\ U HHRD®RIEA DOJXW & B EWHP
H[FOXVLYLRN SDAPBRAUVRQIHWKR®OG TXDUWHU RI ILVFDO \HDU D & RQWVARHIQL\GD B
BWDWHPHQWVIRU ¥XH ¥ DIVKX DRIGWH U

&RQWUDFW %DODQFHV

7KH IROORZLQJ WDEOH SUHVHQWYV FRQWUDFW EDODQFHV E\ FDWHJRU\
"HFHPEHU

,Q WKRXVDQGYV
$FFRXQWYV UHFHLYDEOH QHW
&RQWUDFW DVVHWY FXUUHQW LQFOXGHG LQ SUHSDLG H[SHQVHVY DQG RWKHU DVVH\

&RQWUDFW OLDELOLWLHV

&RQWUDFW OLDELOLWLHY FXUUHQW

&RQWUDFW OLDELOLWLHY QRQ FXUUHQW LQFOXGHG LQ RWKHU OLDELOLWLHV QRC
7TRWDO FRQWUDFW OLDELOLWLHV

&RQWUDFW /LDELOLWLHV

7KH &RPSDQ\ UHFRUGY FRQWUDFW OLDELOLWLHY ZKLFK FRQVLVW RI F
UHFHLYHG LQ DGYDQFH RI WKH &RPSDQ\YfV SHUIRUPDQFH 7KH IROORZLQJ W

<HDUV (QGHG 'HFHPEHU

,Q WKRXVDQGYV
&RQWUDFW OLDELOLWLHYVY EHJLQQLQJ RI \HDU
S5HYHQXH UHFRJQL]HG
&DVK UHFHLYHG H[FOXGLQJ DPRXQWYVY UHFRJQL]JHG DV UHYHQXH GXULQJ WKH SHULT
&RQWUDFW OLDELOLWLHVY HQG RI \HDU

YXWXBHMIRUPDQFH 2EOLJDWLRQYV

$V MIFHPEHU KH IROORZLQJ WDEOH SUHVHQWY WKH IXWXUH HVWLPDWH
SHUIRUPDQFH REOLJDWLRQV WKDW DUH XQVDWLVILHG RU SDUWLDOO\ XQVDYV

YXWXUH
3HUIRUPDQEFH
<HDU 2EOLJDWLRQV
'Q WKRXVDQGYV

7TRWDO
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I1RWHDHW ,QFRPH 3HU 6KDUH

1HW LQRRPWKH UHSRUWHG SHULRG LV GLYLGHG E\ WKH ZHLJKWHG DYHU
SHULRG WR RIHOFXQBRMHE®PHWUHFRPPRQ VKDUH

t %DQHW LQFRPH SHH[FRRBRY DRDGHOXWLYHH68VIHFW RI VWRFN RSWLRQ

I 'LOXQVWHG LQFRPH SHW HIFROHFFRAQY WKIDRUFBRWHQWLDO GLOXWLRQ WKDW ZR
FRPPRQ VWRFN ZHUH H[HUFLVHG IRU VKDUHV RI FRPPRQ VWRFN XVLQ
XQGHUO\LQJ HDFK XQYHVWHG 568 ZHUH LVVXHG

2XWVWDQGLQJ VWRFN RSWLRQV WR SXUFKDVH FRPPRQ VWRFN DQG XQYH

7KH IROORZLQJ WDEOH SUHVHQWYHWKIHQFRP S XS\HOUWRERBPRIQEWDVDBEHD QG GLC

<HDUV (QGHG 'HFHPEHU

,Q WKRXVDQGY H[FHSW SHU VKDUH DP
1XPHUDWRU

1HW LQFRPH

'"HORPLQDWRU ZHLJKWHG DYHUDJH VKDUHYV
%DVLF FRPPRQ VKDUHV RXWVWDQGLQJ
'LOXWLYH VWRFN DZDUGYV

'LOXWHG FRPPRQ VKDUHV RXWVWDQGLQJ

I1HW LQFRPH SHU VKDUH
%DVLF
'LOXWHG

&HUWDLQ VKDUHV RI FRPPRQ VWRFN LVVXDEOH X@QGHHW DMWRPN BHNUGRPI

FDOFXODWLRQV EHFDXVH WKHLUKH FRXORR DOUVWAREKOH GHUWNGE DWW W IKH GOHW 0
XQGHU VWRFN DZDUGV WKDW ZHUH QHMD XQHRBPIK B WERKRPFRRBE XWDWH RQ RI Gl

b <HDUV (QGHG 'HFHPEHU
b

,Q WKRXVDQGYV
$QWL GLOXWLYH VWRFN DZDUG VKDUHYV

IRWHBWKHU )LQDQFLDO ,QIRUPDWLRQ
&DVK &DVK (TXLYDOHQWY DQG 5HVWULFWHG &DVK

7TKBERQVROLGDWHG 6WDWHPHQWY RI &DVK )ORZV H[SODLQ WKH FKBIQJHYV
IROORZLQJ WDEOH SUHVHQWY D UHFRQFLOLDWLRQ RI FDVK FDVK HTXLYDO}

DFFRXQWYV LQ FRQQHFWLRQ ZLWK WKH &RE®SRQLF\D W b I&G %\ OFDIQUFGHV 6 KUHHEB\R U W
DPRXQWY SUHVHQWHG

'"HFHPEHU

,Q WKRXVDQGV
&DVK DQG FDVK HTXLYDOHQWYV

S5HVWULFWHG FDVK QRQ FXUUHQW LQFOXGHG LQ RWKHU DVVHWYV QRQ FXUUHQW
7TRWDO FDVK FDVK HTXLYDOHQWY DQG UHVWULFWHG FDVK
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$FFRXQWY 5HFHLYDEOH QHW
"HFHPEHU

b

,Q WKRXVDQGYV
$FFRXQWYV UHFHLYDEOH JURVV

$OORZDQFH IRU GRXEWIXO DFFRXQWYV
$FFRXQWY UHFHLYDEOH QHW

$OORZDQFH IRU 'RXEWIXO $FFRXQWYV

7KH IROORZLQWWHD DO BUHYH W GRXEWIXO DFFRXQWY DFWLYLWLHYV
<HDUV (QGHG 'HFHPEHU

,Q WKRXVDQGYV

%DODQFH EHJLQQLQJ RI \HDU
&KDQJHV WR UHVHUYHYV
&ROOHFWLRQ RI VSHFLILF UHVHUYHV DQG XQFROOHFWLEOH DFFRXQWV ZULWWHQ R

%DODQFH HQG RI \HDU

2

*HQHUDO DQG FKHDFUWRBHJSNEUMH YV

,QYHQWRULHV QHW
"HFHPEHU

,Q WKRXVDQGYV

5DZ PDWHULDOV
:RUN LQ SURFHVYV
JLQLVKHG JRRGV
,QYHQWRULHV JURVYV
9DOXDWLRQ DGMXVWPHQWYV IRU H[FHVV DQG REVROHWH LQYHQWRU\

,QYHQWRULHV QHW

B3UHSDLG ([SHQVHVY DQG 2WKHU $VVHWYV
"HFHPEHU

,Q WKRXVDQGYV
&RQWUDFW DVVHWYV
&ORXG FRPSXWLQJ DUUDQJHPHQW LPSOHPHQWDWLRQ FRVWYV
6XSSOLHU DGYDQFHYV
2WKHU SUHSDLG H[SHQVHY DQG RWKHU DVVHWYV
7TRWDO SUHSDLG H[SHQVHY DQG RWKHU DVVHWYV
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BURSHUW\ DQG (TXLSPHQW

'"HFHPEHU

,Q WKRXVDQGV
ODFKLQHU\ DQG HTXLSPHQW
/HDVHKROG LPSURYHPHQWYV
6RIWZDUH
21ILFH HTXLSPHQW IXUQLWXUH DQG IL[WXUHYV
$XWRPRELOHV
&RQVWUXFWLRQ LQ SURJUHVYV
7RWDO SURSHUW\ DQG HTXLSPHQW
/HVV $FFXPXODWHG GHSUHFLDWLRQ DQG DPRUWL]DWLRQ
7RWDO SURSHUW\ DQG HTXLSPHQW QHW

'XULQJ -XQWKH &RPSDGHFDGHRYW KR FEHFRVPR MUKEH D@ L§THDL B B VEKIORW RIW K L V
&RPSDQ\ WHGXFPGU\LQJ YDOXH RI FHUWDLQ IL[HG DVVHWY WR WKH HVWLP
PLOBURQJ WKH WKUHH PRQWKY HQGHG -XQH

b <HDUV (QGHG 'HFHPEHU
b

,Q WKRXVDQGV
'HSUHFLDWLRQ DQG DPRUWL]DWLRQ H[SHQVH

*RRGZLOO DQG 2WKHU ,QWDQJLEOH $VVHWYV
'"HFHPEHU

,Q WKRXVDQGV
*RRGZLOO
2ZWKHU LQWDQJLEOH DVVHWYV
2ZWKHU LQWDQJLEOH DVVHWYV JURVYV
$FFXPXODWHG DPRUWL]DWLRQ
2ZWKHU LQWDQJLEOH DVVHWYV QHW 2
7TRWDO JRRGZLOO DQG RWKHU LQWDQJLEOH DVVHWYV

*RRGZLOO

*RRGZLOO LV WHVWHG IRU LPSDLUPHQW DQQXDOO\ LQ WKH WKLUG TXDU\
LPSDLUPHQW H[LVW 7KH UHFRYHUDELOLW\ RI JRRGZLOO LV PHDVXUHG DW V

2Q-X0\ WKH &RPSDQ\ HVWLPDWHG WKH IDLU YDOXH RI LWV UHSRUWL
DSSURDFKHV DV ZHOO DV FRQVLGHUHG WKH LPSDFW R I7MWH HR® HFDWLR @ WK
IORZV ZKLFKWKWH RIRFESEYRIJVVWLPDWH RI IXWXUH QHW VDOHV DQG RSHUDWL(
H[SDQVLRQ SULFLQJ PDUNHW VHJPHQKH RRBSDHQ RUDE®R UHFRORF HF FR\Y G LO/SL
FDOFXODWLRQV LQFOXGLQJ GLVFRXQW UDWH DQ&H DQBRBW PX GW USRUHR/H GV R
YDOXH RI HDFK UHSRUWLQJ XQLW WKDW LV DOORFDWHG BRQ &XMOWROEHIG L | L

WKH SHULRG VXEVHTXHQW WR WKH DQQXDO LPSDLUPHQW WHVW WKH &
DQG LWV EXVLQHVV SHUIRUPDQFH IRU L\)LG LFFIDQWRHKI\F HRDESHRIBVE! R /S DIOU P P RML F F
ZDV UHFRUGHG




7TDEOH RI &RQWHQWYV
(1(5*< 5(&29(5< ,1&
127(6 &2162/,'$7(' ),1$1&,%/ 67%$7(0(176

2WKHU ,QWDQJLEOH $VVHWYV

2WKHU LQWDQJLEOH DVVHWYV UHQBH\SHQ WK HIDW R Q WQYWIDRYI N LESTHHE ' VRMQHNA
'"HFHPEHU DQG $VHFHPEHU WKH RWKHU LQWDQJLEOH DVVHW FDUU\LQJ

$FFUXHG ([SHQVHV DQG 2WKHU /LDELOLWLHV
'"HFHPEHU

,Q WKRXVDQGV
&XUUHQW
3D\ UROO LQFHQWLYHY DQG FRPPLVVLRQV SD\DEOH
:DUUDQW\ UHVHUYH
2WKHU DFFUXHG H[SHQVHY DQG RWKHU OLDELOLWLHYV
7RWDO DFFUXHG H[SHQVHY DQG RWKHU OLDELOLWLHV

2WKHU OLDELOLWLHV QRQ FXUUHQW
7RWDO DFFUXHG H[SHQVHV DQG FXUUHQW DQG QRQ FXUUHQW RWKHU OLDELOLWL

$FFXPXODWHG 2WKHU &RPSUHKHQVLYH /RVV ,QFRPH

TKHUHQAHHHODVVLILFDWLREONXRIX O B RKHGWR/ WROHIR B\RASHVH HHFGIWRIEYHHU ORV V

DQRG DV WKHUH KDYH EHHQ QR VDOHV RI VHFXRWWHY W RRSWEHRBDOWIDWK B
SHULRGYV 7KH WDJ[ LBDFFXW XF0 DWKHS FK\WD QHN IR VA RMEHYVHIKBF@ R 6 ORVIVQ G
ZDQRRDWHULDO

$GYHUWLVLQJ ([SHQVH

$GYHUWLVLQJ H[SHQVH LV FKDUJHG WR RSHBDAEDRDE Y X WQRIQKIHWEHDD D
WKH \HD UMW HPBHIG DQG

IRWHRQYHVWPHQWY DQG )DLU 9DOXH OHDVXUHPHQWYV
$YDLODEOH IRU 6DOH ,QYHVWPHQWYV

7KH &RPSDQ\TV LLAWHWMMAAHDW JUQ GH VKRUW WHUP D Q ® X&BQ& WWHIUHD \PXL
VHFXULWLHY FRUSRUDWH QRWHY DQG ERQBVHLIF®® PKIJLAIGSD® D QL D DHEQHF
LQYHVWPHQWYV D&RQNMRID\L\GLD WHHGE PADWMBRIF\W BWK-HIPWIVQIBVRU ORQJ WHUP LQYHV

7KH FODVVLILFDWLRQ RI DYD&RQFERELIGRDWH® BhRQF A ¥ W BKEWW\RQ QGKEH I
DUH SUHVHQWHMGFURSWRWRE RI %XVLQHVV DQG6LENDLYLFDRD) \WF$RARDVHEIMISFRGN (
DQG &DVK (THGERRUMQWNUP DQG /RQJ WHUP ,QYHVWPHQWYV

([SHFWHG PDWXULWLHV FDQ GLIIHU IURP FRQWUDFWXDO PDWXULWLHYV
SUHSD\PHQW SHQDOWLHY 7KH &RPSDQ\ JHQHUDOO\ KROGY DYDLODEOH IRU
PD\ HOHFW WR VHOO FHUWDLQ DYDLODEOH IRU VDOH LQYHVWPHQWY SULRU
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)DLU 9DOXH RI )LQDQFLDO ,QVWUXPHQWV

7KH &RPSDQ\ IROORZV WKH DXWKRULWDWLYH JXLGDQFH IRU IDLU YDOXH
YDOXH HVWDEOLVKHV D FRQVLVWHQW IUDPHZRUN IRU PHDVXULQJ IDLU YD
PHDVXUHG DW IDLU YDOXH RQ HLWKHU D UHFXUULQJ RU QRQUHFXUULQJ ED®
DVVHW RU SDLG WR WUDQVIHU D OLDELOLW\ LQ DQ RUGHUO\ WUDQVDFWLRQ
WKDW VKRXOG EH GHWHUPLQHG EDVHG RQ DVVXPSWLRQV WKDW PDUNHW SDI

$00 Rl WKH &RPSDQ\YV ILQDQFLDO DVVHWY DQG OLDELOLWLHY DUH UH
FODVVLILHG DQG GLVFORVHG LQ RQH RI WKH IROORZLQJ WKUHH SULFLQJ FD\

/HYHO 2 4XRWHG SULFHV XQDGMXVWHG LQ DFWLYH PDUNHWYV IRU LGH
/HYHO 2 ,QSXWV RWKHU WKDQ TXRWHG SULFHV LQFOXGHG ZLWKLQ /HY

/HYHO 2 8QREVHUYDEOH LQSXWV LQ ZKLFK OLWWOH RU QR PDUNHW DF
DVVXPSWLRQV WKDW PDUNHW SDUWLFLSDQWY ZRXOG XVH LQ SULF

7KH IROORZLQJ WDEOH SUHVHQWYV WKH &RPSDQ\TV ILQDQFLDO DVVHWYV F
FDWHJRU\ DPRUWL]JHG FRVW JURVV XQUHDOL]HG JDLQV DQG ORVVHYR DQG
ILQDQFLDO (DRHEHOLWLEDB @®RQA®O DVVHWYV

"HFHPEHU "HFHPEHU

*URVV  *URVV *URVV *URVV
3ULFLQSPRUWL]BH@UHDOIB|@GHDOL]HBLU $PRUWL]BH@UHDOIBJ@GHDOL]HBLU
&DWHJRU&RVW *DLQV /RVVHV 9DOXH &RVW *DLQV /RVVHV 9DOXH

'Q WKRXVDQGYV

&DVK HTXLYDOHQWYV

ORQH\ PDUNHW
VHFXULWLHYHYHO 2 2 2 2

6KRUW WHUP LOQOYHVWPHQWYV
8 6 WUHDVXU\

VHFXULWLHVHYHO 2 2 2 2 2
&RUSRUDWH QRWHV DQG

ERQGV /HYHO 2 2

OXQLFLSDO DQG DJHQF\

QRWHV DQG/HRE@GV 2 2 2 2 2
7RWDO VKRUW WHUP LQYHVWPHQWYV 2

/RQJ WHUP LQYHVWPHQWYV
&RUSRUDWH QRWHV DQG

ERQGYV /HYHO 2 2
7RWDO VKRUW DQG ORQJ WHUP
LQYHVWPHQWYV 2
7RWDO 2

7KH &RPSDQ\ PRQLWRUV LWV LQYHVWPHQWY IRU LPSDLUPH®@WFXPXQDW H
RWKHU FRPSUBWHGAPEWHH) ORQE ZHUH WHPSRUDU\ LQ QDWXUH EHFDXVH WK
VHFXULWLHYV UHVXOWHG IURP IOXFWXDWLQJ LOQOWHUHVW UDWHYVY UDWKHU WK
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7KH IROORZLQJ WDEOH SUHVHQWY D VXPPDU\ RI WKH IDLU YDOXH DQG
EHHQ LQ D FRQWLQXRXV XQUHDOL]JHG ORVYV SRVLWLRQ DJJUHJDWHG E\ W\SH
XQUHDOL]HG JDLQ SRVLWLRQ KDYH EHHQ H[FOXGHG IURP WKH WDEOH

b '"HFHPEHU "HFHPEHU
*URVYV *URVYV
)DLU 8QUHDOL]HG )DLU 8QUHDOL]HG
b 9DOXH /IRVVHV 9DOXH IRVVHV

,Q WKRXVDQGYV
&RUSRUDWH QRWHYV DQG ERQGYV

IRWHHLQHV RI &UHGLW
&UHGLW $IJUHHPHQW

7KH &RPSDQ\ HQWHUHG LQWRORUBDE G& KD \DHEB0BO REWHRPEWK &UHGLW

$JUHHPHQSNHHGLW $AKHIFRHAQWOFHPSEHW RRURYLGHY D FRPPLWWHG PHORORD
7KBRUHGLW $SUBANMPHOW WKH &RPSDQ\ WR FRPSO\ ZLWK YDULRXV FRYHQDQW

PDLQWDLQ D OHYHUDJH UDWLR RI FRQVROLGDARBG G HWO GHEW DAR O M F\DV
7KEUHGLW $DOPREMQWKH &RPSDQ\ WR DPRQJ RWKHU WKLQJV PDNH GLVWUL
RU OLHQV RU DFTXLUH RU GLVSRVH RI DVVHWV SURYLGHG WKDW V&K GRW S
$JUHHPH®W XQXVHG SRUWLRQ RI WKH FUH G3KU COLQG®IX PVPYOOBWLISFOW HMBRED \WHKHH
SRUWLRQ

2Q X0\ WKH &RPSDQD MGG WR D PRGHGLAD \SWRIHRH@MH WKH LQGLFDW
IURP [/, %625 5W R KD QJH&U HG IWWK HU H HHHWPHH@BR) SGDW8 HOWW PDWHULDOO\N FKDQJH Wi
RULKIUHEA W $QBHHPIHRWKLY FKDQJH PDWHULDOO\ DIITHFW WKH &RPSDQ\YV IL(

5HYROYLQJ /RDQV

5HYROYLQJ ORDEG LV GBWHWRHAQWWKH IRUP RI D EDVH UDWH ORDQ WKI
WKH :DOO 6WUHHW -RXUQDO SULPH UDWH DQIBFXBJHEBKAHY MY P LRIKOL) 5 RQE@BFR Q
LL SOXV DQ DSSOLFDEOH PDNEMBRFRM WR WKH &RPSDQ\TVY WRWDO OHYHUD
LQWHUHVW HTXDO WR WKH VXP RI WKH UHVHUYHG DGMXVWHG 62)5 UDWH IR

RU EDVHG XSRQ WKH &RPSDQ\TVY WRWDO OHYHUDJH UDWLR 7KH &RPS
R PLRROULWEH DPRXQWYV RI QN8 HW & UBIKEH RHRQY/GIBU SWKMWLRQ RI WKH FUHG
IHH LQ DQ DPRXQWHHTXQOXWRRI WKH DYHUDJH XQXVHG SRUWLRQ RI WKH UH’
HYHQW RI GHIDXOW WKH ORDQV VKDOO EHDU W K#V' BRAFHWPHEHRIQ VWM R B BIGBR Z_ I WH-
UHYROYLQJ ORDQV &RMXWMWDFIWHHPKQ®HU WKH

/[HWWHUV Rl &UHGLW

8QGHEUMIGHW $IWKH RIR@WD Q\ LV MEWMOR INHRG WWRH UHRTZHHW W1 D P P LLORQIPR/AK[IS R
DPRXQWV RI XQXVHKGE HWHG $WIRGEIBQW EGBHMPGIRW UHTXLUH DQVDRMHV K VARG
KRZHYHU DW WKH HOHFWLRQ Rl WKH OHQGHU IROORZLQJ D GHIDXOWRWKH C
WKE&VH[SRVEMHUH VXEMHFW WR FXVWRPDU\ IHHV DQG H[SHQVHV IRU LVVXDQF
LQWHUHVW UDWH SURYLVLRQ DV QRMNISUE LO HAFMACHR GHA/ARK ED GUHOMR B BHHYGRGOHYG: ¢
/& VFRPSRQHQW WKH &RPS@RQWVRKWLPDL|HEXP DO O R Z IPEOBKARKK GLLAWF OX GHVRQ H Z C
DQG SUHYLRXVO\ LVVXHG DQG XQH[SLUHG VWDQG E\ OHWWHUV RI FUHGLW)\
SUHYLRXV /RDQ DQG 30HGJH $JUHHPHQW ZL V&K EGWWEDQUNMHPISQWKLFK DUH J)»
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7KH IROORZLQJ WDEOH SURVDIQG® \6 W EW MRAMXBG EXWA\KWMDQFBAREOQ R GHRF W X
ZDUUDQW\ DQG SHUIRUPDQFH JXDUDQWHHYV

"HFHPEHU

,Q WKRXVDQGV
2XWVWDQGLQJ OHWWHUV RI FUHGLW

6HH 1RWH 3&RPPLWPHQWY DQG &RQWLQJIJHQFLHVY + *XDUDQWHHYV ~ IR
JXDUDQWHHYV

IRWH&RPPLWPHQWY DQG &RQWLQJIJHQFLHV
2SHUDWLQJ /HDVH 2EOLJDWLRQV

7KH &RPSDQ\ OHDVHV RIILFH ZDUHKRXVH DQG PDQXIDFWXULQJ IDFLOLWI
7, WKDW H[SLUH RQ YDULRXV7&G&EWRUORKURIIWIOEDQHDOUHHOQWY D VXPPDU\ R
OHDVH OLDELOLWLHYV

"HFHPEHU

,Q WKRXVDQGV
2SHUDWLQJ OHDVH ULJKW RI XVH DVVHW

/HDVH OLDELOLWLHY FXUUHQW
/HDVH OLDELOLWLHVY QRQ FXUUHQW
7TRWDO OHDVH OLDELOLW\

7KH IROORZLQJ WDEOH SUHVHQWY RSHUDWLQJ OHDVH DFWLYLWLHYVY UHOL
<HDUV (QGHG 'HFHPEHU

,Q WKRXVDQGV
2SHUDWLQJ OHDVH H[SHQVH
&DVK SD\PHQWYV

7KH IROORZLQJ WDEOH SUHVHQWY RWKHU LQIRBABBHBRQ UHODWHG WR R.

HLIKWHG DYHUDJH UHPDLQLQJ OHDVH WHUP \HDUV
HLJKWHG DYHUDJH GLVFRXQW UDWH

$V MIFHPEHU KM IROORZLQJ WDEOH SUHVHQWY WKH PLQLPXP OHDVH SD\
HIFOXVLYH RI HIHFXWLRQ FRVWYV

<HDU /HDVH /LDELOLWLF

,Q WKRXVDQGV

DQG WKHUHDIWHU
7TRWDO IXWXUH PLQLPXP OHDVH SD\PHQWYV
/[HVV LPSXWHG OHDVH LQWHUHVW
7TRWDO OHDVH OLDELOLWLHYV
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‘DUUDQW\

7KH IROORZLQJ WDEAH\ UG WAHIQNW ¥ RPISID \TVY DFFUXHG SURGXFW ZDUUDQV
<HDUV (QGHG 'HFHPEHU

,Q WKRXVDQGYV
:DUUDQW\ UHVHUYH EDODQFH EHJLQQLQJ RI \HDU
:DUUDQW\ FRVWV FKDUJHG WR FRVW RI UHYHQXH
8WLOL]DWLRQ FKDUJHV DJDLQVW UHVHUYH
5HOHDVH RI DFFUXDO UHODWHG WR H[SLUHG ZDUUDQWLHYV
:DUUDQW\ UHVHUYH EDODQFH HQG RI \HDU

3XUFKDVH 2EOLJDWLRQV

7KH &RPSDBQURPBPINMVH RUGHAL \UYXHIOQ/GRB H W HVROH/ZEKRFRIRW KB¥HLYHG WKH UH
VHUYDVHRFHPEHU 7KHVH DUUDQJHPHQWY DUH WKHE MHRAVS BNORV KG<HDRD @ GEKIRUHHEF
&RPSDQNKBDWLIKW WR FDQFHO WKH DUUDKH BXHE@ WNVSUR B G HURDW K B QMW H QR
PDWHULDOV DQG FRPSRQHQW SDIWRFHPEBRHOOVRERM ERESW DD KDIX IBIPHROMR @ D
VXFK RSHQ FDQFHOODEOH SXUFKDVH RUGHU DUUDQJHPHQWYV

*XDUDQWHHYV

7KH &RPSDQ\ HQWHUV LQWR LQGHPQLILFDWLRQ SURYLVLRQV XQGHU LW\
W\A\SLFDOO\ ZLWK LWV FXVWRPHUV 8QGHU WKHVH SURYLVLRQV WKH &RPSDC(
VXIITHUHG RU LQFXUUHG E\ WKH LQGHPQLILHG SDUW\ DV D UHVXOW RI WKH &
FDXVHG E\ WKH &RPSDQ\fV HPSOR\HHV DW D FXVWRPHUYY SODQW DQG LQ
'‘DPDJHV LQFXUUHG IRU WKHVH LQGHPQLILFDWLRQV ZRXOG EH FRYHUHG E\ \
SROLF\ OLPLWDWLRQV 7KH &RPSDQ\ KDV QRW LQFXUUHG PDWHULDO FRV\
DIJUHHPHQWYV $v D UHVXOW WKH HVWLPDWHG YDOXDWLRQ RI WKH SRWHQ!'
&RPSDQ\ UHBRDBHWLWLHYV IRUMWKHAEHDIDAEPHQWY DV RI

,Q FHUWDLQ FDVHVSWKGX&RPZEDQU DFWXHW &/ B HWR UFFXY QMR b XD UlIRQ WDHPHRX

RU OHVV RI WKH WRWDO VDOHY DJUHHPHQW WR HQGRUVH WKH H[HFXWLI
RSHUDWLQJ SHUIRUPDQFH RI RXU GHRVHFHKDW HKKHMH D) XHHU D QW H Gl VD DRI @ DVIKNQ G
6HH 1RMWEHV REBWMGLW RREXURBGRWPDAWLRQ UHODWHG WR

ILWLIJDWLRQ

JURP WLPH WR WLPH WKH &RPSDQ\ KDV EHHQ QDPHG LQ DQG VXEMHFW
7KH &RPSDQ\ PD\ LQ WKH IXWXUH EHFRPH LQYROYHG LQ OLWLJDWLRQ LQ WK
LWV EXVHIQHERPSDQ\ FRQVLGHUV DOO FODLPV LI DQ\ RQ D TXDUWHUO\ EDVL
DUH FRQVLGHUHG UHDVRQDEO\ SRVVLEOH SUREDEOH DQG HVWLPDEOH %
UHTXLUHPHQWY DQG ZKHWKHU WR DFFUXH IRU VXFK FODLPV LQ LWV FRQVRC
ZKHQ LW LV ERWK SUREDEOH WKDW D OLDELOLW\ KDV EHHQ LQFXUUHG DQG
UHYLHZHG DW OHDVW TXDUWHUO\ DQG DUH DGMXVWHG WR UHIOHFW WKH L]
LQIRUPDWLRQ DQG HYHQWV $HWURFBPEHQJ WR HD &SRPLSDIQR XZATDWU QFOW HLQ YRO Y H G
WKHUH ZHUH QR PDWHULDO ORVVHV ZKLFK ZHUH SUREDEOH RU UHDVRQDEO\

,Q -XQH oOU %ODQFR WKH &RPSDQ\fV IRUPHU 6HQLRU 9LFH 3UHVLGH
FORVHG FDVH UHJDUGLQJ XQSDLG ERQXV VWRFN RSWLRQV DQG QRQ FRPSFH
KRZHYHU WKH &RPSDQ\ GHWHUPLQHG LW ZDV LQ LWV EHVW LQWHUHVW WR \
RI 6HSWHPEH2FWREHWRH &RPSDQ\ VHWWOHG WKH PDWWHU ZLWK QR PDWHU
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IRWHWRQFRPH 7D[HV

7KH IROORZLQJ WDEOHS8SUMHYE QRWYHWXKH RARFPSFEO@IPWRH RE HH R Q W BRIQ@RSRYRYHH
SURYLVLRQ IRU EHQHILW IURP LQFRPH WD[HV

b <HDUV (QGHG 'HFHPEHU
b

,Q WKRXVDQGYV
,QFRPH EHIRUH LQFRPH WD[HV
8 6
YRUHLJQ
7RWDO LQFRPH EHIRUH LQFRPH WD[HV

&XUUHQW WD[ SURYLVLRQ EHQHILW
YHGHUDO 2
6 WDWH
YRUHLJQ
&XUUHQW WD[ SURYLVLRQ EHQHILW

'"HIHUUHG WD[ SURYLVLRQ EHQHILW
YHGHUDO

6 WDWH

7RWDO GHIHUUHG WD[ SURYLVLRQ EHQHILW

7RWDO SURYLVLRQ IRU EHQHILW IURP LQFRPH WD[HV

7KH IROORZLQJ WDEOH SUHVHQWY D UHFRQFLOLDWLRQ RI LQFRPH WD[HYV
LPSOLHG E\ WK&ARDQDNRRCALSIDQWWHGI6WDWHPHQWY RI 2SHUDWLRQV

b <HDUV (QGHG 'HFHPEHU
b
86 IHGHUDO WD[HV DW VWDWXWRU\ UDWH
6WDWH LQFRPH WD[ QHW RI IHGHUDO EHQHILW 2
JRUHLJQ UDWH GLIIHUHQWLDO 2 2
6WRFN EDVHG FRPSHQVDWLRQ
1RQ GHGXFWLEOH H[SHQVHV
JHGHUDO UHVHDUFK FUHGLWYV
JRUHLJQ GHULYHG LQWDQJLEOH LQFRPH 2 2
(IIHFWLYH WD[ UDWH
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7KH IROORZLQJ WDEOH SUHVHQWMNW B H | FIRIRJSHRED KD D \BUHINKIHD \& R I5S D@ \RTW |
RQ WRKGVROLGDWHG %DODQFH 6KHHWYV

'"HFHPEHU

,Q WKRXVDQGYV

'"HIHUUHG WD[ DVVHWYV
1HW RSHUDWLQJ ORVV FDUU\ IRUZDUGYV
$PRUWL]DWLRQ RI UHVHDUFK DQG H[SHULPHQWDO H[SHQGLWXUHYV 2
$FFUXDOV DQG UHVHUYHYV
2SHUDWLQJ OHDVH OLDELOLWLHV
5HVHDUFK DQG GHYHORSPHQW DQG IRUHLJQ WD[ FUHGLW FDUU\ IRUZDUGYV
$FTXLUHG LQWDQJLEOHV
2WKHU

7RWDO GHIHUUHG WD[ DVVHWYV
9DOXDWLRQ DOORZDQFH

7RWDO GHIHUUHG WD[ DVVHWV QHW RI YDOXDWLRQ DOORZDQFH

'"HIHUUHG WD[ OLDELOLWLHYV
'"HSUHFLDWLRQ RQ SURSHUW\ DQG HTXLSPHQW
5LIJKW RI XVH DVVHW
2WKHU 2
*RRGZLOO
7TRWDO GHIHUUHG WD[ OLDELOLWLHYV
1HW GHIHUUHG WD[ DVVHW

,Q DVVHUWLQJ WKH UHFRYHUDELOLW\ RI GHIHUUHG WD[ DVVHWYV WKH &F
UHDOL]HG 7KH XOWLPDWH UHDOL]DWLRQ RI GHIHUUHG WD[ DVVHWYV LV GH
ZKLFK WKRVH WHPSRUDU\ GLITHUHQFHY EHFRPH GHGXFWLEOH

7KH &RPSDQ\ DVVHVVHVY WKH DYDLODEOH SRVLWLYH DQG QHJDWLYH HYL
WR XVH WKH H[LVWLQJ GHIHUUHG WD[ DVVHWY ,Q PDNLQJ VXFK D GHWHUPL
LQFOXGLQJ UHFHQW UHVXOWY RI RSHUDWLRQV VFKHGXOHG UHYHUVDOV RI
VWUDWHJILHY $ VLIJQLILFDQW SLHFH RI REMHFWLYH SRVLWLYH HYLGHQFH H
GLVVROYHG LWV HQWLW\ LQ ,UHODQG $V D UHVXOW RI WKLV GLVVROXWLR
HOLPLQDWHG

2Q WKH EDVLV RI WHIENPHEHLO XDKH. R@P BB QR I U HBF RIHAHNG @ OQ R VMVDWH G+
ZLWK WKH H[FHSWLRQ WKDW WKH &RPSDQ\ FRQW UGXHD WK MIL®B WD FQIRE Bk
FDUU\RYH WP\ RUIKRHQ&RPSDQ\ ZLOO PDLQWDLQ D5YDPXHDGWLLVR ¢ DU R Y B QVHER BDI
WKDQ QRW WKDW WKH &RPSDQ\ ZLOO FRQWDQ ¥k MG \I\Q QKO0 L WHXQ\WM UO MW H VP
FUHGLWY 7KH &RPSDQ\TV SROEBHBILWK UWNWBKBW W RHDDOUHRUQILO®L]HG RQ D

7KH &RPSDQ\ FRQWLQXHV WR DVVHUW WKDW WKH DFFXPXODWHG IRUHLJ
UHLQYHVWHS® 6 7DH&XR/ WRRBBG -REV $FW 37D[ $FW"™ HQDFWHG LQ DQ\ IXW
6SDLQ DQG &DQDGD Z& XOHG @ B WOEHQVFRPMHWD/[ WRKH &RPSDQ\ KDV HWBWLPDWH
VWDWH LQFRPH WD[HV UHODWHG WR D SRWHQWLDO IXWXUH UHSDWULDWLRQ
WKH JOREDO LQWDQYUEOB@RKDWDFR@ AOQX®RIFE WKDW WKH LPSDFW WR WKH &
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7KH IROORZLQJ WDEOH SUHVHQWYV WKH &RPSDQ\fV QHW RSHUDWLQJ ORYV
"HFHPEHU

b ([SLUDWLRQ <HDU

,Q WKRXVDQGYV
YHGHUDO 1% 2
&DOLIRUQLD
7TRWDO QHW RSHUDWLQJ ORVYV FDUU\IRUZDUGV

S8WLOL]DWLRQ RI WKH QHW RSHUDWLQJ ORVV FDUU\MRUZDUG PD\ EH VXE
OLPLWDWLRQV SURYLGHG E\ WKH &DOLIRUQLD 5HYHQXH DQG 7D[DWLRQ &RG]
FDUU\NMRUZDUGY EHIRUH XWLOL]DWLRQ 7KH &RPSDQ\ KDV HVWLPDWHG WKH
DFFRUGLQJO\

7KH IROORZLQJ WDEOH SUHVHQWY WKH &RPSDQ\YfV 5 "' FUHGLW E\ WD[LQJ
"HFHPEHU

([SLUDWLRQ <HDU

,Q WKRXVDQGV
JHGHUDO
&DOLIRUQLD 1R ([SLUDWLRQ 'DWH
7TRWDO FUHGLW FDUU\IRUZDUGYV

S8WLOL]DWLRQ Rl WKH FUHGLW FDUU\IRUZDUGV PD\ EH VXEMHFW WR D
SURYLGHG E\ WKH ,5& DQG VLPLODU &DOLIRUQLD SURYLVLRQV

$FFRXQWLQJ IRU XQFHUWDLQ WD[ SRVLWLRQV LV EDVHG RQ MXGJPHQW
UHDOL]JHG XSRQ WKH XOWLPDWAH N HRODRZPLHIWN DIEVDK [ WD/ Q W D YMKKR D 11 W) H
XQUHFRJQL]JHG WD[ EHQHILWYV

<HDUV (QGHG 'HFHPEHU

b

,Q WKRXVDQGV
*URVV XQUHFRJQL]HG WD[ EHQHILWY EHJLQQLQJ RI \HDU
$GGLWLRQV
3ULRU \HDU WD[ SRVLWLRQ 2
&XUUHQW \HDU WD[ SRVLWLRQ
5HGXFWLRQV
3ULRU \HDU WD[ SRVLWLRQ 2
*URVV XQUHFRJQL]HG WD[ EHQHILWVY HQG RI \HDU

$V RAFHPEHU WKH &RPSDQ\ KDG XQUHFR PQO|RIGR& DF REOQH RGPR RQL]HG
DIIHFW WKH &RPSDQ\JV HIIHFWLYH WD[ UDWH

7KH &RPSDQ\ DGRSWHG WKH DFFRXQWLQJ SROLF\ WKDW L QVWHFWHH\EW WD QG
WKHOQWEBYXHG LOQWHUHVW RU SHQDOWLHY DVVRFLDWHG ZLWK DQ\ XQUH

7TKHUH DUH FXUUHQWO\ QR H[DPLQDWLRQV E\ )HGHUDO &DOLIRUQLD |
'HFHPEHU WKH JURVV XQUHFRJQL]HG WD[ EHQHILWY ZLOO QRW PDWHULDOO
KDV DGHTXDWHO\ SURYLGHG IRU DQ\ UHDVRQDEO\ IRUHVHHDEOH RXWFRPHV
DGYHUVH HIIHFW RQ WKH FRQVROLGDWHG ILQDQFLDO SRVLWLRQ RU UHVXO
RXWFRPHYV
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IRWH®OGHIPHQW 5HSRUWLQJ

7KH &RPSDQ\TV FKLHI RSHUDWLQJ GHFLVLRQ PDNH BR O8\2I\6@RKGLWIRW VDX i)
LWMIJPHQW UHSRUWLQJ VWUXFWXUH LQ DFFRUGDQFH ZLWK DXWKRULWDWLYH
LWMSRUWDEOH VHIPHQWYV

,QFRPH DQG W\SH RI H[SHQVHWXBWHWLWQBV( MKDW QQUHHER RBXRH GHIVQV H J|
H[SHQVHYVY DUH DV IROORZV

‘:DWHU VHIRFA RQWLQXHG GHYHORSPHQW VDOHV DQG VXSSRUW RI WKH 3
GHVDOLQDWLRQ DQG LQGXVWULDO ZDVWHZDWHU DFWLYLWLHV

(PHUJLQJ 7HFKQRORXERQ WHIPH®WSHYHORSPHQW VDOHV DQG VXSSRU\
WHFKQRORJLHV VXFK DV WKH 3; * XVHG LQ LQGXVWULDO DQG FRPPHU

&RUSRUDWH RSHUSRWUSRUB S OWWLYLWLHY RXWVLGH RI WKH RSHUDWL
H[SHQVHY JHQHUDO OHJDO FRVWYV ERDUG Rl GLUHFWRU IHHVY DQG HJ[SH
UHODWHG WR WKH LGHQWLILHG VHIPHQWYV

6HJPHQW )LQDQFLDO ,QIRUPDWLRQ

JRU HDFK RI WKH RISHURGM GU HRAF RIBHFIGORMPHQW H[FOXGHW FRKISB U
RSHUDWLQQRWSIHIPVMAHWGHG LQ KRZ WKH &2'0 DVVHVVHYV WXKKQSMRWPIR WP @ ¥ HD R
VHSD PDWBONMG H[SHQVHV QRW DWWUS$EXMWWG DVRGWKLHD RISGIVD MHAQ D WHH JPHHYL W §
&2'0 DQG DUH QRW DWW U IZKXW&IXE0 WORO QVRKFHD WHIIP HEWRXUFHYV WR DQG DVVH)
VHIPHQW XVLQJ LQIRUPDRSIHUDWERIWQMRPHHYHQXH DQG

7KH | R O\CDREZQLK) BUHXRARDWY RI WKH &RPSDQ\TV ILQDQFLDO LQIRUPDWLRQ E\

<HDU (QGHG 'HFHPEHU <HDU (QGHG 'HFHPEHWHDU (QGHG '"HFHPEHU 5

(PHUJLQJ (PHUJLQJ (PHUJLQJ
:DWHU7HFKQRORJIRMWDO :DWHU7HFKQRORJIRMWWDO :DWHU7HFKQRORJAIRIWD O

,Q WKRXVDQGV

BURGXFW UHYHQXH
B3URGXFW FRVW RI UHYHQXH 2
B3URGXFW JURVV SURILW

/LFHQVH DQG GHYHORSPHQW UHYRQXH 2 2 2 2 2

2SHUDWLQJ H[SHQVHYV

*HQHUDO DQG DGPLQLVWUDWLYH

6DOHY DQG PDUNHWLQJ

5HVHDUFK DQG GHYHORSPHQW

,PSDLUPHQW RI ORQJ OLYHG DVVHWYV 2 2 2 2 2
7RWDO RSHUDWLQJ H[SHQVHV

2SHUDWLQJ LQFRPH_ _ORVYV

/HVV &RUSRUDWH RSHUDWLQJ H[SHQVHV
,QFRPH IURP RSHUDWLRQV

,Q -XQHWKH &RPSFRORPBIWHWHG LQWR DQ DIBHRARH QM RMWRY W ISBIB\NE B WHRNWH R QLR H QK
$JUHHEBYW [FXBWLYH $WKHUH ZHUH QR IXWXUH SHUIRUPDQFS$RREBTJO\WH R QM AR HEW R Bk
HITHFWLYH GDWHFRJIGLERPSQQAX00 WKH UHPDLQPQOGKRIN WHIG RIGIY H QDK & BEGIRQ MH\RED C
IXWXUH OLFHQVH DQG GHYHORSPBRW HH Y HOHKGDHDI W WARH @ MFHRBQGQTXDW WKH RI ILVFDO
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7KH IROMREZQBJISUHVHQWY D VXPPDU\ RI WKH &RPSDQ\TV GHSUHFLDWLR
H[SHQVHV

b <HDUV (QGHG 'HFHPEHU

,Q WKRXVDQGYV
"DWHU
(PHUJLQJ 7THFKQRORJLHV
&RUSRUDWH
7RWDO GHSUHFLDWLRQ DQG DPRUWL]DWLRQ

1IRWHIBRQFHQWUDWLRQV
3URGXFW 5HYHQXH E\ *HRJUDSKLF /RFDWLRQ

7KH IROORZLQJ WDEOH SUHVHQWYV WKH &RPBEOH\INVRIURGSKER LWHR H R XW LH
UHYHQXH IURP RXU GRPHVWLF DQG LQWHUQDWLRQDO FXVWRPHUV EDVHG R
ZKLFK WKH FXVWRPHU GLUHFWHG WKH &RPSDQ\ WR GHOLYHU LWV SURGXFW
FDVHV WKH XOWLPDWH ORFDWLRQ RI XVH UDWKHU WKDQ WKH GHOLYHU\ ORI

b <HDUV (QGHG 'HFHPEHU
b

BURGXFW UHYHQXH E\ JHRJUDSKLF ORFDWLRQ
8QLWHG 6WDWHYV

,QWHUQDWLRQDO

7TRWDO SURGXFW UHYHQXH

3URGXFW UHYHQXH E\ FRXQWU\
6DXGL $UDELD

8QLWHG $UDE (PLUDWHYV
,VUDHO

(J\SW

2WKHUV

7RWDO

=HUR RU OHVV WKDQ
&RXQWULHYVY UHSUHVHQWLQJ PRUH WKDQ RI SURGXFW UHYHQXHV IRU WKH SHULF
&RXQWULHV LQ WKH DJJUHJDWH LQGLYLGXDOO\ UHSUHVHQWLQJ OHVV WKDQ R
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':DWHU 6BURKGXWW 5HYHQXH

7KH IROORZLQJ WDEOH SUHVHQWY WKH :DWHU VHJPHQW FXVWBRBRGXPMK
UHYMNQX#HDWKRXJK FHUWDLQ FXVWRPHUSYURGXMMVDEWRMQWRIRH SIRIHPW HQ WKD |
SURGXFWEHWYHGOXHD OLPLWHG QXPEHU RI FXVWRPHUV VKLIWV UHJXODUO\ G

UHIOHFW VSHFLILF UHODWLRQVKISSANR ®RXF WRFROUWNHDFNHS HW KR GN ZRKHO\CH 6 RIGIEH Q
VSHFLILF WR DQ\ RQH FXVWRPHU

<HDUV (QGHG 'HFHPEHU

b

&XVWRPHU $
&EXVWRPHU %
&EXVWRPHU &
&XVWRPHU '
&XVWRPHU (

=HUR RU OHVV WKDQ

(PHUJLQJ 7THFKQRORJ\ 6HJPHQW 3URGXFW DQG /LFHQVH DQG 'HYHORSPHQW

7KH IROORZLQJ WDEOH SUHVHQWYV WKH (PHUJLQJ 7THFKQRORJLHV VHJPL!
(PHUJLQJ 7THFKQRORJLHV VHIPHQW UHYHQXHYV

<HDUV (QGHG 'HFHPEHU

b

&XVWRPHU $
&EXVWRPHU %
&EXVWRPHU &
&XVWRPHU '

=HUR RU OHVV WKDQ
/RQJ OLYHG $VVHWYV

$OR0 WKH &RPSDQ\TVY ORQJ OLYHG DVVHMHPEHUHDQREFDWHG LQ WKH 8QLWE
ODMRU 6XSSO\ 9HQGRUYV

7KH IROORZLQJ WDEOH SUHVHQWV WKH PDMRU VXSSO\ YHQGRUV DFFRX
PDOXIDFWXULQJ FRVWY SXUFKDVHV

<HDUV (QGHG 'HFHPEHU

9HQGRU $
9HQGRU %
9HQGRU &
9HQGRU '

=HUR RU OHVV WKDQ
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IRWHBWRFNKROGHUV (TXLW\
JUHIHUUHG 6WRFN

7KH &RPSDQ\ KDV WKH DXWKKRDUWMM RIRSIMMKHUHG VW RSHNU 2MKDIW D S DKHY?
'LUHFWRUV KDV WKH DXWKRULW\ ZLWKRXW DFWLRQ E\ WKH &RPSDQ\fV VWR
VHULHV 7KH %RDUG RI 'LUHFWRUV LV DOVR DXWKRUL]JHG WR GHVLJQDWH W
DQ\ RU DOO RI ZKLFK PD\ EH JUHDWHU WKDQ WKH ULJKWV Rl WKH FRPPRQ VYV
YRWLQJ SRZHU RI WKH FRPPRQ VWRFN UHGXFWLRQ Rl WKH OLTXLGDWLRQ U
WKH &RPSDQ\ ZLWKRXW IXUWKHU DFWLRQ E\ WKH &RPSDQ\YV VWRFNKROGH
SUHIHUHQFHV RU SRZHUV RI THFHBEHUHUDYE R/KDNHYQRSI BWHRHUUHG VWF
RXWVWDQGLQJ

&RPPRQ 6WRFN

7KH &RPSDQ\ KDV WKH DXWKRDUWY WRR LRFXRIQ VWRFNSHUNKKD EHD U 6ODEVKE
SUHIHUUHG ULJKWV Rl WKH KROGHUV RI VKDUHV RI DQ\ FODVV RU VHULHYV R
VXFK FODVV RU VHULHV RI SUHIHUUHG VWRFN WKH KROGHUVY RI WKH FRPPR
%RDUG RI 'LUHFWRUYV ,Q WKH HYHQW RI DQ\ OLTXLGDWLRQ GLVVROXWLRC
GLVWULEXWLRQ RU SD\PHQW WR WKH KROGHUV RI VKDUHV RI DQ\ FODVV RU
DQ\ VXFK FODVV RU VHULHV RI SUHIHUUHG VWRFN WKH UHPDLQLQJ DVVHWYV
DPRQJ DQG SDLG WR WKH KROGHUV RI FRPPRQ VWRFN UDWDEO\ LQ SURSRUW

6KDUH 5HSXUFKDVH 3URJUDP

2Q0DUFK WKH &RPSDQ\TV %RDUG RI 'LUHFWRUV DXWKRUL]JHG D VKDUH
UHSXUFKDVH LWV RXWVWDQGLQJ FRPPRQ VW RFANLQL\E QVEHJI B WH BRWWR @ KRLIF F
VKDUH YDOXH RI WKH DFTXLUHG FRPPRQ VWRFN DQG WKH IHHM BERIOUJIHG
$XWKRUL]BWQGBHAMUMWKH $XWEBRUEKDWHRQRI VKDUHV RI FRPPRQ VWREN PD\ E
PDUNHW RU LQ SULYDWHO\ QHJRWLDWHG WUDQVDFWLRQUDUBKFR P SEXIDKREWBIL
GRHV QRW REOLJDWH WKH &RPSDQ\ WR DFTXLUH DQ\ VSHFLILF QXPEHU RI
GLVFRQWLQXHG DW DQ\ WLPH ZLWKRXW SULRU QRWLFH 2Q -XMDUFK W K
$XWKRUL]DWLRQ

7KH IROORZLQJ WDEOH SUHVHQWYV GDKH- K KD U S XWBKFMBRHERP BB @ FWLYLWLH\

1XPEHU RI &KMHWHWH 3ULFH 3DLG
3HULRG 3XUFKDVHGSHU 6KDUH 30DQ $FWLYLW\

,Q WKRXVDQGV ,Q WKRXVDQGYV

7TRWDO

([FOXGLQJ FRPPLVVLRQV
,QFOXGLQJ FRPPLVVLRQV
$PRXQW PD\ QRW WRWDO GXH WR URXQGLQJ

$V RIFHPEHU WKH &RPSDQ\ KDVPUBSXKBRKD RHEWY FRPPRQ VWRFRLDW LIR@
X Q G HWD WKK $ X VWDKQRAJ DI OW SRI®IYLRXY VKDUH UHSXUFKDVH SURJUDPV
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1RWH 6WRFN EDVHG &RPSHQVDWLRQ
BWRFN 2SWLRQ 30DQV

,X0\ WKH VWRFNKROGHUQFBRMWRKHEGBOREWKDW SHUPLWV WKH JUDQW
DSSUHFLDWLRQ ULJKWV UHVWULFWHG VWRFN UHVWULFWHG VWRFN DZDUG)
DZDUGV WR HPSOR\HHV RIILFHUV GLUHFWRUV BQDQRR QYVRRSDMA WD L QWD R
,QFHQWLNEGBRKPGHG DQG 5HVWDWHG KH YHX QW WEIRHIIMIBNEHS 13 @ DRB XGEUNDYRAM
DGMXVWPHQWY DV SURXIHGEBPIEH WRHVKDUHYV RI FRPPRQ VWRFN BQDPWY.DOO

VKDUHV ZKLFK FREHNZAWWDRIH DZDUGKBWOXWZDUGY WKDW ZHUH DXWKRL
BUHGHFHVVROXSOBQWRKDUHY WKDW ZHUH VHW D V3 GHGIHRFH b WD G\OCDUGHY @ W E\GH
IRUIHLWHG 3OMKISHUVHGHY DOO SUHYLRXVO\ LVBXHG HFHR/F/ERUGBINEMIUYUH G B/ K
DYDLODEOH SODQ IURP ZKLFK DZDUG\3 ®PDD@® HGHMHMBE K@ K \WRP SUTHAA UM | H
,QFHQWLYH 30DQV

6KDUHYVY DYDLODEOH IRODWBRMENQ GHHUUWKH VKDUHYV RAKBUANVUBYDLOD
JUDQW XQGE WU FHWHY RABHRIO D Q V

6WRFN 2SWLRQV

BWRFN RSWLRQMFRIPW MW DI@BE QURDEWH JUD QW HHG IXEEWBI T X H Q WO D MIRVGH V W
\HDDQG H[SLUH Q RHPERIWHHW KDIQH 1GRIMWHIP B D RUDIPERDUG R G RQHHF DAL WU QM G
RI JUDQW RU RQ WKH GDWH RI WKH DQQXDO VWRFNKROG HQQ H[SH WHQJRI PE(

\HIDUWHU WKH GDWH RI JUDQW

5SHVWULFWHG 6WRFN $ZDUGYV
7KHUHQABSY RXWVWBRKBRBRHIWDYV RI
SHVWULFWHG 6WRFN 8QLWYV

568V RXWVWDQGLQJ DW DQG WRFEHH BHW U GH G HWYOEVDAT R MRDYDIHINR \K KM H D U V
IURP GDWH RI JUDQW DQG DUH GHSRQGHGW RASRQE RR QW LRY X IRQHHP BHERB! B H\Y &V
GDWH RI JUDQW RU RQ WKH GDWH RI WKH DQQXDO VWRFNK R O$vH 56/ PYHHHWWAL ¢
XQLWV ZLOO EH VHWWOHG LQ RQWWR HR\Q R | UPRWPIPR Q MKWIR¥FQLEVDN BGHRYDD X HG EI
JUDQW

)DLU 9DOXH $VVXPSWLRQV
6WRFN 2SWLRQV

7KH IDLU YDOXH RI VWRFN RSWLRQ¥OIDHNQRBEWRIGHR SR E BIROH HAR G & D WTHRGC
WRBHODFN RWICHY SULFLQJ PRGHO WKH &RPSDQ\ LV UHTXLUHG WR GHYHORS
GHWHUPLQHYVY WKHVH DVVXPSWLRQV DV IROORZV

¥ ([SHFWHGKHWRPSDQ\ XVHV LWV KLVWRULFDO GDWD WR GHWHUPLQH
H[HUFLVH GDWD $V WKHUH ZDV QR KLVWRULFDO H[HUFLVH GDWD II
H[SHFWHG WHUP EDVHG RQ WKH VLPSOLILHG PHWKRG

¥ ([SHFWHG 9RBDWRIPFGBIDMN\ GHWHUPLQHYV H[SHFWHG YRODWLOLW\ EDVHG
HISHFWHG WHUP WKDW ZDV GHWHUPLQHG XVLQJ WKH &RPSDQ\TV KLVW

+ S5LVN JUHH , QVKHHUBIMWW 5 D WHSUDMW H RLVXED \LWE XHY ZLWK UHPDLQLQJ WHL
WHUP RQ WKH VWRFN RSWLRQV JUDQWHG

T 'LYLGHQUGKHLEBRBSDQ\ KDV QHYHU GHFODUHG RU SDLG DQ\ FDVK GLYLG
WKH IRUHVHHDEOH IXWXUH WKHUHIRUH WKH &RPSDQ\ XVHV DQ H[SHF
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7KH IROORZLQJ WDEOH SUH¥E QRN BRFSKRIORBMIRLIFL XV IRE AHOWKR GHWHUP|
YDOXHV RI VWRFN RSWLRQV JUDQWHG WR HPSOR\HHV

b <HDUV (QGHG 'HFHPEHU

b
HLIJKWHG DYHUDJH H[SHFWHG OLIH \HDUV

HLJKWHG DYHUDJH H[SHFWHG YRODWLOLW\
5LVN I[UHH LQWHUHVW UDWH
"HLJKWHG DYHUDJH GLYLGHQG \LHOG 2

I+
I+
I+

SHVWULFWHG 6WRFN 8QLWYV

7KH IDLU YDOXH RI 568V JUDQWHG WR HPSOR\HHV LV EDVHG RQ WKH &RP

6WREFDNYRRPSHQVDWLRQ ([SHQVH

7KH IROORZLQJ WWEBPN BNWHYVE FRPFSWRONDWLRQ H[SHQVH UHODWHG WR W
HPSOR\HHV E\ H[SHQVH FDWHJRU\ DQG E\ W\SH RI DZDUG $00 VWRFN EDV/|
UHTXLVLWH VHUYLFH SHULRGV RI WKH DZDUGY JHQHUDOO\ WKH YHVWLQJ St

b <HDUV (QGHG 'HFHPEHU

b

'Q WKRXVDQGYV

6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH FKDUJHG WR
3URGXFW FRVW RI UHYHQXH
*HQHUDO DQG DGPLQLVWUDWLYH
6DOHY DQG PDUNHWLQJ
5HVHDUFK DQG GHYHORSPHQW
7RWDO VWRFN EDVHG FRPSHQVDWLRQ H[SHQVH

6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH E\ W\SH RI DZDUG
6WRFN RSWLRQYV

568V
7TRWDO VWRFN EDVHG FRPSHQVDWLRQ H[SHQVH

JRUIHLWXUHV

7KH &RPSDQ\ HVWLPDWHYV IRUIHLWXUHV DW WKH WLPH RI JUDQW DQG U
IRUIHLWXUHYV GLIIHU IURP WKRVH HVWLPDWHY 7KH &RPSDQ\ XVHV KLVWRUL
FRPSHQVDWLRQ H[SHQVH RQO\ IRU WKRVH DZDUGV WKDW DUH H[SHFWHG WR
HVWLPDWH WKH VWRFN EDVHG FRPSHQVDWLRQ H[SHQVH FRXOG EH VLJQLILF

7KH IROORZLQJ WDEOH SUHVHQWY WKH HVWLPDWHG ZHLJKWHG DYHUDJI
FRPSHQVDWLRQ H[SHQVH WDEOH DERYH
b <HDUV (QGHG 'HFHPEHU

b
6WRFN RSWLRQV DQG 568V YHVWHG RYHU \HDUYV
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8QDPRUWL]HG 6WRFN %DVHG &RPSHQVDWLRQ &RVWYV

6WRFN EDVHG FRPSHQVDWLRQ FRVWY UHODWHG WR XQYHVWHG VWRFN R
WKH UHPDLQLQJ DYHUDJH VAKMLRROOSRULAG \RDEDMHFKSDEADHGWY WKH XQDPRI
DYHUDJH VHUYLFH SHULRG Rl DOWOFMOFHMWHG RXWVWDQGLQJ DZDUGV DV RI

8QDPRUWL]HG
&RPSHQVDWHIRIKWHG $YHUDJF
&RVWYV 6HUYLFH 3HULRG

,Q WKRXVDQGV,Q \HDUV

6WRFN RSWLRQV
568V
7TRWDO XQDPRUWL]HG FRPSHQVDWLRQ FRVWYVY QHW RI DGMXVWHG IRUIHLWXUHYV

6WRFN 2SWLRQ $FWLYLWLHYV

7KH IROORZLQJ WDEOH SUHVHQWKVYWW,RFMH QWY RGDFAWLYLWLHY XQGHU V

"HLIKWHG
$YHUDJH
"HLIKWHGHPDLQL@GIJUHIDWH
1XPEHU REYHUDJH&RQWUDFW@WOLQVLF
b 6 KDUHV[HUFLVH 3ULHAH 9DOXH
,Q WKRXVD@EWY VKDUH,Q \HDUV ,Q WKRXVDQGYV

%DODQFH 'HFHPEHU
*UDQWHG

([HUFLVHG

YRUIHLWHG

%DODQFH 'HFHPEHU

*UDQWHG

([HUFLVHG

JRUIHLWHG

%DODQFH 'HFHPEHU

*UDQWHG

([HUFLVHG

YRUIHLWHG

%DODQFH 'HFHPEHU

9HVWHG DQG H[HUFLVDEOH DV RI '"HFHPEHU

9HVWHG DQG H[HUFLVDEOH DV RI '"HFHPEHU ___  DQG H[SHFWHG WR YHVW WKHUHDI

7KH DJJUHIJDWH LQWULQVLF YDOXH RI DQ H[HUFLVHG RSWLRQ LV FDOFXODWHG D'
YDOXH RI WKH &RPSDQ\TV FRPPRQ VWRFN DW WK'HH FHIPFEH B | Ll HRIDFALR2HO D WKHHG DI\ U
EHWZHHQ WKH H[HUFLVH SULFH RI WKH XQGHUO\LQJ RXWVWDHFIHPERBWRERQWKB QC
ODVW WUDGIHFHBPNBULRU WR
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5HVWULFWHG 6WRFN 8QLW $FWLYLWLHV

7KH IROORZLQJ WDEOH SUHVXIQMYV, GE 8 @WWYLY LBWDHW XQGHU WKH

"HLIKWHG
$YHUDJH
I1XPEHU RHIUDQW 'DWH
b 6KDUHV )DLU 9DOXH

,Q WKRXVDQ@BWV VKDUH

%DODQFH 'HFHPEHU
$ZDUGHG

9HVWHG
JRUIHLWHG
%DODQFH 'HFHPEHU
$ZDUGHG

9HVWHG
JRUIHLWHG
%DODQFH 'HFHPEHU
$ZDUGHG

9HVWHG
JRUIHLWHG
%DODQFH 'HFHPEHU

9HVWHG 6WRFN 2SWLRQV DQG 568V

7KH IROORZLQJ WDEOH SUHVHQWYV WKH WRWDO JUDQW GDWH IDLU YDOXF
<HDUV (QGHG 'HFHPEHU

,Q WKRXVDQGYV

6WRFN RSWLRQV

568V

7TRWDO JUDQW GDWH IDLU YDOXH RI VWRFN RSWLRQV DQG 568V YHVWHG GXULQJ WK
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,WHP &KDQJHV LQ DQG 'LVDJUHHPHQWY ZLWK $FFRXQWDQWYV RQ $FFRXQW
1RQH

,WHP $ &RQWUROV DQG 3URFHGXUHYV

(YDOXDWLRQ RI 'LVFORVXUH &RQWUROV DQG 3URFHGXUHYV

2XU PDQDIJHPHQW KDV HYDOXDWHG ZLWK WKH SDUWLFLSDWLRQ RI RXU .
RXU GLVFORVXUH FRQWUROV DQG SURFHGXUHV DV GHILQHG LQ 5XOHYV D
3([FKDQJH $FW" DV RI WKH HQG RI WKH SHULRG FRYHUHG E\ WKLV $QQXDO
2IILFHU DQG &KLHI )LQDQFLDO 2IILFHU KDYH FRQFOXGHG WKDW DV RI VXFK
LQIRUPDWLRQ ZH DUH UHTXLUHG WR GLVFORVH LQ UHSRUWY WKDW ZH ILOH
UHSRUWHG ZLWKLQ WKH WLPH SHULRGV VSHFLILHG LQ 6HFXULWLHYV DQG ([FI
DQG FRPPXQLFDWHG WR PDQDJHPHQW DV DSSURSULDWH WR DOORZ IRU WLPI

2XU GLVFORVXUH FRQWUROV DQG SURFHGXUHV DUH GHVLIJQHG WR SURY
([HFXWLYH 2IILFHU DQG &KLHI )LQDQFLDO 2IILFHU KDYH FRQFOXGHG WKDW V
OHYHO 2XU PDQDJHPHQW LQFOXGLQJ WKH &KLHI ([HFXWLYH 2IILFHU DQG &
GHVLIJQHG DQG RSHUDWHG FDQQRW SURYLGH DEVROXWH DVVXUDQFH WKDYV
FROQWUROVY FDQ SURYLGH DEVROXWH DVVXUDQFH WKDW DOO FRQWURO LVVXHE

ODQDJHPHQW V $QQXDO 5HSRUW RQ ,QWHUQDO &RQWURO 2YHU )LQDQFLDO 5
$FFRXQWLQJ )LUP

ODQDJHPHQWYV 5HSRUW RQ ,QWHUQDO &RQWURO 2YHU )LQDQFLDO 5HSRUW
ODQDJHPHQW LV UHVSRQVLEOH IRU HVWDEOLVKLQJ DQG PDLQWDLQLQJ
ODQDJHPHQW DVVHVVHG WKH HIIHFWLYHQHVV Rl WKHHERPSBPQ\TVQ @ WWKU@D W
DVVHVVPHQW PDQDJHPHQW XVHG WKH FULWHULD VHW IRUWK E\ WKH &RPPL)
,QWHUQDO, QROWIDRVH G )UDPHZRIGN RQ WKH DVVHVVPHQW XVLQJ WKRVH FUL
'HFHPEHU RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ ZDV HIIHI
$WWHVWDWLRQ 5HSRUW RI WKH 5HIJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP
7KH &RPSDQ\TV LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWDQWV 'HC
LQFOXGHG LQ WKLV $QQXDO 5HSRUW RQ )RUP . DQG KDYH LVVXHG DQ DXG
UHSRUW RQ WKH DXGLW RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWL
WKLV $QQXDO 5HSRUW RQ )RUP
&KDQJHV LQ ,QWHUQDO &RQWURO 2YHU )LQDQFLDO 5HSRUWLQJ

7TKHUH ZHUH QR FKDQJHV LQ RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO
PDWHULDOO\ DIIHFWHG RU DUH UHDVRQDEO\ OLNHO\ WR PDWHULDOO\ DIIHF'

,WHP % 2WKHU ,QIRUPDWLRQ
1RQH
,WHP & 'LVFORVXUH 5HJDUGLQJ JRUHLJQ -XULVGLFWLRQV WKDW 3UHYHQW

1RW DSSOLFDEOH
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&HUWDLQ LQIRUPDWLRQ UHTXLUHG E\ 3DUW ,,, LV RPLWWHG IURP WKLV
SXUVXDQW WR 5HIXODURI[ROWIWRPHYMH 33UR[\ 6WDWHPHQW " QR ODDHU Wt
FHUWDLQ LQIRUPDWLRQ LQFOXGHG WKHUHLQ LV LQFRUSRUDWHG KHUHLQ E\

,ZWHP 'LUHFWRUV ([HFXWLYH 2IILFHUVY DQG &RUSRUDWH *RYHUQDQFH
7KH LQIRUPDWLRQ UHTXLUHG E\ WKLV ,WHP LV LQFOXGHG LQ DQG LQFRU
,ZWHP ([HFXWLYH &RPSHQVDWLRQ

7KH LQIRUPDWLRQ UHTXLUHG E\ WKLV ,WHP LV LQFOXGHG LQ DQG LQFR
$'LUHFWRU &RPSHQVDWLRQ ~ 3([HFXWLYH &RPSHQVDWLRQ ~ *&RPSHQVDWLR
'LVFXVVLRQ DQG $QDO\VLV ~ 35HSRUW RI WKH &RPSHQVDWLRQ &RPPLWWHH"
ODQDJHPHQW ~

,ZWHP 6HFXULW\ 2ZQHUVKLS RI &HUWDLQ %YHQHILFLDO 2ZQHUV DQG 0DQDJ

7KH IROORZLQJ WDEOH VHWV IRUWK'HFKPEHBRPSHQVDWLRQ SODQ LQIRU

"HLIKWHG S$IYXHPEDIHRI 6HFXULWLHV 5F
1XPEHU RI 6HFXULWHUNLWIR EHEFBLRIDEOH IRU )XWXUH |,

,VVXHG 8SRQ ([HUFLDWMVRNDQGBQGHU (TXLW\ &RPSHQVD

2XWVWDQGLQJ 2SWARWIR QD U UDBOD@W V ([FOXGLQJ 6HFXU

30DQ &DWHJIRU\ DQG 5LIJKWV DQG 5LIKWHIOHFWHG LQbWKH LUV

(TXLW\ FRPSHQVDWLRQ SODQV DSSURYHG E\ VHFXULW\ KROGHUYV
(TXLW\ FRPSHQVDWLRQ SODQV QRW DSSUMRQHG E\ VHFRW IDMSIORBGERW DSSOLFDEOH

5HSUHVHQWYV VKDUHV RI RXU FRPPRQ VWRFN LVVXDEOH XSRQ H[HUFLVH RI RSWL
,QFHQWLWHKH3ODQQFHQWLYH 30DQ DQG WKH $PHQGHG DQG 5HVWDWHG (TXLW\

7KH LQIRUPDWLRQ UHTXLUHG E\ WKLV ,WHP LV LQFOXGHG LQ DQG LQFR
S6HFXULW\ 2ZQHUVKLS Rl &HUWDLQ %HQHILFLDO 2ZQHUV DQG ODQDJHPHQW
5HJDUGLQJ ([HFXWLYH &RPSHQVDWLRQ ~

,WHP &HUWDLQ 5HODWLRQVKLSY DQG 5HODWHG 7UDQVDFWLRQV DQG 'LUH

7KH LQIRUPDWLRQ UHTXLUHG E\ WKLV ,WHP LV LQFOXGHG LQ DQG LQFR
S5HODWHG 3HUVRQ 3ROLFLHYVY DQG 7UDQVDFWLRQV  DQG 3, QIRUPDWLRQ $ERX

,2WHP BULQFLSDO $FFRXQWLQJ )HHV DQG 6HUYLFHYV

7KH LQIRUPDWLRQ UHTXLUHG E\ WKLV LWHP LV LQFOXGHG LQ DQG LQFI
S3ULQFLSDO $FFRXQWDQW )HHVY DQG 6HUYLFHV ~

'LWK WKH H[FHSWLRQ Rl WKH LQIRUPDWLRQ VSHFLILFDOO\ LQFRUSRUDW
B3UR[\ 6WDWHPHQW WKH 3UR[\ 6WDWHPHQW VKDOO QRW EH GHHPHG WR EH IL
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,WHP ([KLELWY DQG )LQDQFLDO 6WDWHPHQW 6FKHGXOHYV

JLQDQFLDO 6WDWHPHQWYV

D

F

7KH IROORZLQJ GRFXPHQWY DUH LQFOXGHG DV SDUW RI WKLV $QQXDO 5t
J)LODQFLDO 6AKBIWHEBQWIMD O VWDWHPHQWY LQFOXGHG LQ 3DUW ,, ,WH
WKLV $QQXDO 5HSRUW RQ )RUP

JLQDQFLDO 6WD W Blf H QURABIKKHHIG XIOHD Q F$ 0 O R,Z0 R B A DI UR QRX EWK K O1 R AR
6FKHGXOHV QRW OLVWHG KDYH EHHQ RPLWWHG EHFDXVH LQIRUPDWLR
ILODQFLDO VWDWHPHQWY RU QRWHV WKHUHWR

JLOQODQFLDO 6WDWI$PIDQMW QEFKHIODXO NWDWHPHQW VFKHGXOHY DUH RPLWW
EHFDXVH WKH UHTXLUHG LQIRUPDWLRQ LV LQFOXGHG LQ WKH &RQVROL!
XQGHU ,WHP D

([KLELWYVY UHTXLUHG E\ ,WHP Rl SHIXODWLRQ 6 .

([KLELW ,QFRUSRUDWHG E\ 5HIHUi Qi
1XPEHU ([KLELW 'HVFULSWLRQ JRUP )LOH 1R ([KLELWLOLQJ “HHWHZLWK

$PHQGHG DQG 5HVWDWHG &HUWLILFDWH R#, QFRUSRUDWLRQ GDWHG -XQH
DQG &HUWLILFDWH RI $PHQGPHQW WKHUHWR GDWHG -XQH

$PHQGHG DQG 5HVWDWHG %\ODZV HIIHFWLYH DV RI $SULO
'"HVFULSWLRQ RI 6HFXULWLHV

JRUP RI ,QGHPQLILFDWLRQ $JUHHPHQW EHWEHHQ WKH &RPSDQ\ DQG LWV GLUHF
DQG RIILFHUV

(QHUJ\ 5HFRYHU\ ,QF $PHQGHG DQG 5HVWDWHG (BSISMQ RAHQWLYH 30DQ
(QHUJ\ 5HFRYHU\ ,QF &KDQJH LQ &RQWURO 6HYHUDQFH 30DQ GDWHG ODUFK

(QHUJ\ 5HFRYHU\ ,QF $QQXDO ,QFHQWLYH.30DQ HIIHFWLYH DV RI -DQXDU\

(QHUJ\ 5HFRYHU\ ,QF ,QFHQWLYH 300Q$ $SSHQGL[ $
21IHU /HWWHU WR OU :LOOLDP <HXQJ GDWHG 0D\
/HDVH $JUHHPHQW GDWHG DV RI $SULO . E\ DQG EHWZHHQ (QHUJ\

5HFRYHU\ ,QF DQG ' & 'RROLWWOH 6XE //&
2| IHU /HWWHU WR 0U -RVKXD %DOODUG DV &KLHI )LQDQFLDO 2IILFHU
(PSOR\PHQW $JUHHPHQW ZLWK OU 5RGQH\ &OHPHQWH

/HDVH $JUHHPHQW GDWHG DV RI -DQXDU\ . E\ DQG EHWZHHQ (QHUJ\
5HFRYHU\ ,QF DQG )6 &OD\ //&
/[HDVH $JUHHPHQW GDWHG DV RI )HEUXDU\4 E\DQG EHWZHHQ (QHUJ\

5HFRYHU\ ,QF DQG 3URORJLV / 3

21IHU Rl (PSOR\PHQW ZLWK OU 5REHUW ODR$ DV 3UHVLGHQW DQG &KLHI ([HFXW
21ILFHU

(QHUJ\ 5HFRYHU\ ,QF ,QFHQWLYH 300Q$ $SSHQGL[ $

(QHUJ\ 5HFRYHU\ ,QF B6HYHUDQFH 30DQ GDWHG DV RI JHEUXDU\

&UHGLW $JUHHPHQW E\ DQG EHWZHHQ (QHUJ\ 5HFRYHU\ ,QF DV %RUURZHU DC
-30RUJDQ &KDVH %DQN 1 $ DV /HQGHU GDWHG 'HFHPEHU

JLUVW $PHQGPHQW WR WKH &UHGLW $JUHHBRHQW E\ DQG EHWZHHQ (QHUJ\ 5HFR
,QF DV %RUURZHU DQG -30RUJDQ &KDVH %DQN 1 $ DV /HQGHU GDWHG -XO\

&RGH RI (WKLFV RI (QHUJ\ 5SHFRYHU\ ,QF $GGLWLRQDO &RQGXFW DQG (WKLFV
3ROLFLHV IRU WKH &KLHI ([HFXWLYH 2IILFHU DQG 6HQLRU )LQDQFLDO 2IILFHUYV

/ILVW RI VXEVLGLDULHV RI WKH &RPSDQ\

&RQVHQW RI '"HORLWWH 7RXFKH //3 ,QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFR
YLUP
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7TDEOH RI &RQWHQWYV

(IKLELW ,QFRUSRUDWHG E\ 5HIHUi @it

1XPEHU ([KLELW 'HVFULSWLRQ JRUP )LOH 1R ([KLELWLOLQJ “HHWHZLWK
&HUWLILFDWLRQ RI B3ULQFLSDO ([HFXWLYH 2IILFHU SXUVXDQW WR ([EKDQJH $F
5XOH D D RU G D DV DGRSWHG SXUVXDQW WR 6HFWLRQ RI WKH
6DUEDQHYV 2[OH\ $FW RI

&HUWLILFDWLRQ RI B3ULQFLSDO )LQDQFLDO 2IILFHU SXUVXDQW WR ([FKDQJH $F
5X01B D RU G D DV DGRSWRGW KW VXDQW WR 6HFWLRQ
6DUEDQHYV 2[OH\ $FW RI
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3IXUVXDQW WR WKH UHTXLUHPHQWY RI 6HFWLRQ RU G RI WKH 6HFX
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