Setting new Horizons
for Profitable Growth
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/HWWHU WR VKDUHKROGHUYV 3 ,035,17

(YRWHF DW D JODQFH 3 3XEOLVKHU (YRWHF 6( 0DQIUHG (LJHQ
7KH (YRWHF VKDUH ) 3 (VVHQHU %RJHQ +DPEXUJ
6XSHUYLVRU\ %RDUG 5HSRUWE 3

&RPELQHG ODQDJHPHQW 5HSRUW 3

RMHFW /IHDGHUV
7KH (YRWHF *URXS *HQHUDO LQIRUPDWLRQ RQ EXVLQHVV DQG VWU@HMB % HQ /HNKDO 'U 6DUDK )DNLK

*URXS VWUXFWXUH 3 , _
(YRWHFxV JURZWK VWUDWHJ\ 3 ,&RQWHQV\{ U &KULVWLDQ 'RN!F]HZVNL
%XVLOHVV RYHUYLHZ 3 U &RUG 'RKUPDQQ $XUpOLH 'DOELH]
JLQDQFLDO SHUIRUPDQFH LQGLFDWRUVE 3
1RQ ILQDQFLDO SHUIRUPDQFH LQGLFDWRUVE 3 &RQFHSW DQG *UDSKLF "HVLJQ
5HVHDUFK DQG GHYHORSPHQWE 3 $OHVVDQGUL '"HVLIQ %UDQG ODQXIDFW
L QWHOOHFWXDO SURSHUW\E 3 5X1JDVVH 9LHQQD $XVWULD
5HSRUW RQ HFRQRPLF SRVLWLRQE 3 3XEOLFDWLRQ 'DWH $SULO
ILQDQFLDO SHUIRUPDQFH LQGLFDWRUV FRPSDUHG ZLWK IRUHFDVW
S5HVXOWV RI RSHUDWLRQV 3 (YRWHFxV ,QWHJUDWHG $QQXDO 5HSRU
0DQDJHPHQW %RDUGxXV JHQHUDO DVVHVVPHQW RI (YRWHFxV BHFRQRPRH $SWXOWLRQ FRQWDLQLQJ WKH &RQ\
ODFURHFRQRPLF FRQGLWLRQV DQG EXVLQHVY HQYLURQPHQW3 JLQDQFLDO 6WDWHPHQWY LV DYDLODEO
JLQDQFLQJ DQG ILQDQFLDO SRVLWLRQ 3 *HUPDQ
1HW DVVHWV 3
(YRWHF 6( 3
JLODQFLDO SHUIRUPDQFH LQGLFDWRUYV 3
5HVXOWYV Rl RSHUDWLRQV 3
1HW DVVHWV DQG ILQDQFLDO SRVLWLRQ 3
1HW DVVHWV 3
*HQHUDO VWDWHPHQW RQ H[SHFWHG GHYHORSPHQWY E\ WKH30DQDJHPHQW %RDUG
2XWORRN IRU (YRWHF 6¢ 3
6XVWDLQDELOLW\ 6WDWHPHQW 3
*HQHUDO LQIRUPDWLRQ 3
(QYLURQPHQW 3
6RFLDO 3
*RYHUQDQFH 3
5LVN 2SSRUWXQLWLHV 5HSRUW 3
5LVN DQG RSSRUWXQLW\ PDQDJHPHQW 3
2SSRUWXQLWLHV 5HSRUW 3
5HSRUW RQ VWUDWHJI\ DQG IXWXUH SHUVSHFWLYHV 3
2XWORRN 3
JLODQFLDO RXWORRN IRU 3

*HQHUDO VWDWHPHQW RQ H[SHFWHG GHYHORSPHQWV E\ WKH30DQDJIKRHRW SHBRYBL0I VWDWHPHOWYV

,QIRUPDWLRQ VHW IRUWK LQ WKLV DQQXDO U
,QIRUPDWLRQ SXUVXDQW WR VHFWLRQ D DQG VHFWLRQ D RI WKHORRNLQJ VWDWHPHQWY ZKLFK LQYROYH D QX

*HUPDQ &RPPHUFLDO &RGH +*% DQG H[SODQDWRU\ UHSRUW3 XQFHUWDLQWLHYV 7KH IRUZDUG ORRNLQJ VW]
'"HFODUDWLRQ Rl FRUSRUDWH PDQDJHPHQW 3 KHUHLQ UHSUHVHQW WKH MXGJPHQW RI (YRW
5HPXQHUDWLRQ 5HSRUW 3 UHSRUW 6XFK IRUZDUG ORRNLQJ VWDWHPHQ

SURPLVHV QRU JXDUDQWHHY EXW DUH VXEM|

&RQVROLGDWHG ILQDQFLDO VWDWHPHQWYV ,)56 3 DQG XQFHUWDLQWLHY PDQ\ RI ZKLFK DUH EH
&RQVROLGDWHG LQFRPH VWDWHPHQW 3 ZKLFK FRXOG FDXVH DFWXDO UHVXOWV WR G
&RQVROLGDWHG VWDWHPHQW RI FRPSUHKHQVLYH LQFRPH 3 WKRVH FRQWHPSODWHG LQ WKHVH IRUZDUG
&RQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ 3 H[SUHVVO\ GLVFODLP DQ\ REOLJDWLRQ RU Xg
&RQVROLGDWHG VWDWHPHQW RI FDVK IORZVE 3 SXEOLFO\ DQ\ XSGDWHV RU UHYLVLRQV WR D

OHFW DQ\ FKDQJH LQ RXU H[SHFWDWLRQV
&RQVROLGDWHG VWDWHPHQW RI FKDQJHV LQ VWRFNKROGHU®x HTXLW$ OWV FROGLWLROV RU FLUFXPVWDOFHYV R

DWHPHQW LV EDVHG
I1RWHV WR FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV IRU WK3H ILQDQFLDO \HD

,QGHSHQGHQW $XGLWRUxV 5HSRUW 3 JRU IXUWKHU LQIRUPDWLRQ RQ (YRWHF SOHI
SHVSRQVLELOLW\ VWDWHPHQW 3 ZZZ HYRWHF FRP <RX FDQ DOVR FRQWDFW X\
$SSHQGL]J 3 LQYHVWRUUHODWLRQV#HYRWHF FRP
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'U &KULVWLDQ :RMF]JHZV

LD U P
6KDUHKROGHUYV
DQG JULHQGYV

RI (YRWHF

LWV QDWXR IEXR®G RIQVWIKRIY MV RX Q G D P H QWMHDRK\Q RZMRLUQ WQ & GNOFHGS DWHV - (% D
GLVFRYHU DQG GHYHORS EUHDNWKZRFRIKSWQHDWRB@WY\ LQ RI WKDWXMOMMHUDIRZWK DPELWLRQV
LV D IRUZDUG ORRNLQJ HQWHUGH LMV M FRPXW N @& RMW HJILF S U L ROUWHIHPH Q YGX D\G HY VG RQHV RXU URC
ZKDW RXU WDOHQW DQG HIIRUWR XD @ RDGVEDY PDWHRQ LQWR SDDQ® HEW\IRYGORKGELQJ SKDUPDFHX
SRVVLEOH ,Q WKDW | XW X UlIRXUBYHIFRGPAGWEP YDOH FUHDARQ DLH DQG GHPRQVWUDWHY WKH WDQJLEO
SHUVSHFWLYH H[WHQGHG WR RXUURIDWEG F RWDRWIVDM LQJ VW UDWHFKQRWR W BIQDHEOMEG VRWXMQRQV
HYROXWLRQ DV ZH ODLG WKH WKV GZRWKNHBR WWUHQJIJWKHQV WKH ILQDQFLDO UHVLOLHQFH
(YRWHFfV QH[W HUD RI VXVW D RQ MEIOHH ARPG BQR I LRMEO HY RWHFFURZWBRWKHU SDUWQHUVKLSV ZH

JURZWK :KLOH QDYLJDWLQJ D SRUMVYRGIPV DR XQGHUJIJR D SRVDWILYH IXOLSWRURPVV LQ DQG [
GHPDQGLQJ PDUNHW HQYLURQRMDELDH]DWRBRQQWR YDOXH F U MZHIKRIQSRMMDCIWHR/Z WKEQ RXUFR
IRFXVHG RQ ZKDW KDV DOZD\V GHILQHG (YRWHF WKH RZQHG SLSHOLQH 7KHVH VXFFHVVH

VWUHQJWK RI RXU VFLHQFH WHKR GHIG IRROWHRIPRORXU ZKHUHLQ"RWWHFPH\Q WNDIGH®, GULYHQ GLVFR
WHDPV DQG WKH WUXVW RI RXWRRNMWRPMKHDIJEGHHPHQW VLIGB®W D Q OMAHIRIEHVUL RIQVXQG QH[W JHQ
SDUWQHUV $OWKRXJK RXU FREPMBRYV FXKDRSROWD@W PLOHVMERR W KQUWEHXMWLFDMRGIROLWLHY Z
PDQ\ ZD\V WKHVH IXQGDPHQWBUR FRGMR@ RH RORUEKVW + (YRWRHBYRORMRDW (YRWHF UHPDLQV
WKH DQFKRU RI RXU VXFFHVV DXWGLOYKWY SWKDWLWQXQVDFWLRQ PRONVQY WCIUWKHVGWKAFRYHU\ DQG GFh
ZHOO DV ZH RSHQ QHZ IURQWLBWWUDFWLYHQHVV RI RXU FRQWLQXRXV PDQXIDFWXULQJ
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1RQH RI WKLV ZRXOG EH SRVVURBMN ZQWERMNIWGRXYRWHF LV PRYLQJ LQWR LWV QH[W
SHRSOH 7KHLU FRPPLWPHQW HAKDSUWHIWEALWRGLVFLSOLQH DQG FRQILGHQFH :H
UHVLOLHQFH KDYH EHHQ FHQWKDWOHWR FROHD BUVRNUBWHWKLELUHFWLRQ VWURQJ
\HDU ,Q ZH DGYDQFHG WKISBHVEOBBERHEW BIVKDUSHQHG RSHUDWLQJ PRGHO
ERWK RXU SHRSOH VWUDWHJ\ D@E XU RUXNVQDL LMWER QLWQLWHG EHKLQG D VKDUHG
VWUDWHJI\ HQVXULQJ WKH\ ZRSNX UWSRIHHW K XUWVRYV ZDV DERXW OD\LQJ WKH
GLUHFWO\ VXSSRUW RXU ORQJWRUYP EXRUNRHRY SURJUHVV DQG EH\RQG ZLOO
DPELWLRQV 6XVWDLQDELOLW\BK HPEXE EXEA®LYXKIDQG VWDUWLQJ WR FDSWXUH WKH
ZD\ ZH LQQRYDWH RSHUDWH DQBOXHDR WRBW. QRXQGDWLRQ $V ZH FRQWLQXH LQ
SODFLQJ SHRSOH ILUPO\ DW W IRK F HHYWB X VWRUIRRX U ZRXOG DOVR OLNH WR H[SUHVV P\
RUJDQL]DWLRQ ZH DUH UHFRJQYLRERHUMKIMIWLWXGH WR DOO RXU HPSOR\HHV <RXU
VXVWDLQDEOH LQQRYDWLRQ E WRQMWUZIEW W HPGR DHQGHGHGLFDWLRQ DUH UHIOHFWHG LQ
WHDPV VWURQJ OHDGHUVKLS BIEW PXOWXWR@H ZH DFKLHYHG LQ
DFFRXQWDELOLW\

(YHQ DV RXU SODWIRUPV DQG VHUYLFHV HYROYH
‘H DOVR WRRN D VLJQLILFDQW RMHSXBBERUHGHODRXQY XQFKDQJHG WRJHWKHU ZLWK
HPLVVLRQV UHGXFWLRQ MRXUGQRMXUESDQWRHMWLZH DFFHOHUDWH WKH MRXUQH\ IURP
FRPSUHKHQVLYH FOLPDWH ULVRRIDFHSW MHRQMXUH 7KDQN \RX IRU \RXU WUXVW \RXU
7KLV ZRUN OD\V WKH IRXQGDW SRQ WRWH GDKLI ®QIGY HRXU EHOLHI LQ (YRWHFYV PLVVLRQ
FOLPDWH DFWLRQ DQG ZLOO V\WUB®RNKIRQ DK WHR/ EFRIQMIFMXLQJ WKLV MRXUQH\
RI RXU RSHUDWLRQV 6XVWDLQWRIBWMHKDY DOZD\V
EHHQ IXQGDPHQWDO WR ZKR ZH DUH 1RZ ZH DUH
DFFHOHUDWLQJ RXU HIIRUWV WR GHPRQVWUDWH WKLV
ZLWK JUHDWHU WUDQVSDUHQF%LDFFHRMM@VDELOLW\
DQG LPSDFW 'U &KULVWLDQ :RMF]JHZVNL
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Nationalities

OUR PEOPLE CREATE OUR SUCCESS

4,555

3,682

Scientists

Employees worldwide

~60%

Employees
with academic
qualification

54.

Share of women

5%

48.0~

Share of women in
management positions

OUR OFFERING CLOSE TO PHARMA, BIOTECH AND ACADEMIA (AS OF DECEMBER 31, 2025)

USA

» Branford, Framingham
(Cyprotex), Princeton,
Redmond, Seattle, USA
767 employees

+ Hit identification

+ Cell & protein production

+ ADME-Tox, DMPK
(Cyprotex)

+ Sample management

* Biologics design,
development, and
production
(Just — Evotec Biologics)

+ J.POD

« J.HAL

EUROPE

» Hamburg (HQ), Goettingen,
Germany

1,143 employees

Hit identification and
Biophysics

In vitro & in vivo biology
PanOmics & PanHunter:
Genomics, Transcriptomics
& Proteomics

E.MPD

Biomarker discovery and
validation

Cell production

iPSC

Antibody discovery

Cell Therapy

(clinical and commercial) drug
substance manufacturing

» Lyon, Toulouse, France
874 employees

Sample management

Hit identification

In vitro & in vivo oncology
ADME & PK

Cell, protein & antibody
production

Proteomics & Metabolomics
Anti-infective research
and platforms

» Verona, Medolla, Italy
871 employees

In vitro & in vivo biology
Medicinal chemistry
ADME-Tox, DMPK
Biomarker discovery
and validation

INDIGO and INDiGO-Select
Integrated CMC

cGMP cell therapy
manufacturing

UK

» Abingdon, Alderley Park/
Manchester (Cyprotex), UK
898 employees

Medicinal chemistry
ADME-Tox, DMPK (Cyprotex)
Protein sciences and
production

Structural biology and SBDD
In-silico-design

In vitro & in vivo anti-infective
platform/screening

Process development

CMC and Commercial
manufacture

Pre-formulation
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€ 788.4

Revenues

€375 <41~

R&D Adjusted
Expenses EBITDA

OUR FINANCIALS

PERFORMANCE OF THE EVOTEC SE SHARE (INDEXED)

(January 1, 2025 - December 31, 2025)

PERFORMANCE OF THE SDAX (INDEXED)

140
130
120
110
100 -
90
80
70

A

N

(January 1, 2025 - December 31, 2025)

PERFORMANCE OF THE TecDAX (INDEXED)

(January 1, 2025 - December 31, 2025)

60 I

Jan Feb Mar Apr May Jun Jul

Aug Sep Oct Nov Dec

OUR PARTNERSHIPS
New customers during 2025 Projects with academic and
o/ industry partners (BRIDGEs)
Active Projects eligible
partnered for partnering in
projects the future Repeat business Alliances 2025
OUR SUSTAINABILITY ACHIEVEMENTS
HEALTH & SAFETY SCOPE 1 & 2*

Lost Time Injury
Frequency Rate (LTIFR):

11

per million hours worked

Lost Time Injury
Severity Rate (LTISR):

0.17

days per 10,000 hours worked

* Market-based emissions

+ 65%

Net reduction of direct
emissions compared with 2021

GHG EMISSIONS PERFORMANCE METRICS

99.9%

of renewable electricity
in gross consumption

SCOPE 3
GROSS EMISSIONS COMPARED TO 2021

Gross scope 3 intensity
reduction

v 35%

Gross emissions (Scope 1,2,3),
market-based reduction

v 32%

-
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(YRWHFYV VKDUH SULFH GHYHORBMHXDQA D ILOMMVDR QXDO KLIK RUMFRYHRW JMEUXPEDMO PDUNHWYV 'XU
EDANGLRS RN KHIKWIOHG JEREDOFCSVIOP DUNHW VXSSRUWHG E\ JHQHUDO OXYRARIDN WWORIGY HQ WKH % WR Y
YRODWLOLW\ GULYHQ E\ SHUVPPWNEOW FRRSRYILRRVDIOQ -DQXDQFORXGLAD WA LQWHULP KLJK RI %
XQFHUWDLQWLHY IOXFWXDWLQUHERRDWRPLF GDWD DQG DQ +RZHYHU VHQWLPHQW ZHDNHQF
LQFRQVLVWHQW UHFRYHU\ SDWWHUQ DFURVV VHFWRUYV WRZDUG WKH HQG RI 4 DQG LQWR 4
ODMRU HTXLW\ LQGLFHY PRYHGR@EBRZbQJ MK LY LWHY SRUDU\ XBQZDQE WKHI WKIDWHHW GHFOLQHG W
ZLWK LQYHVWRUV IUHTXHQWO\HQWNYHGVI SHULRG RI LQFUHDVHG Y RQWW LYARLOADW/LVOD. WW ISHU VLV W
H[SHFWDWLRQV DURXQG FHQWURXOEBBBEN $RORFLIGLQJI ZLWK ZBEHBSWHPEHUWLY AW SULFH IOXFWXEC
LQIODWLRQ G\QDPLFV DQG WKH EURYGE MKH ELRWHFKQRORJ\ QG RWRVWRXUFUQQJH
PDFURHFRQRPLF RXWORRN 7KNVWRVWROGLMWMEBRIWKRXW 0DUFK (YRWHFTV VKDUH

WUDQVODWHG LQWR D FKDOOHBYULBY BH¥OULROBHOGWHRGL O\ U QR RREHQEHSUMVHYHECSDIRZHIKLS IHDMG

( XURSHDQP |G FDS DQG ELIRWAK UHDWG WRAW O0DUFK PDUNLQJ D VXEVWBGQWWB® ZLWK (VSHULRQ 'HZSRLQ\
ZKLFK UHPDLQHG VHQVLWLYH WRIWKDRWHQWIVRP WKH J)HEUXDGE\ WHKBNVKDUH SULFH UHPDLQHG >
VHQWLPHQW WKURXJKRXW WKH \HDU $OWKRXJK LQWHUPLWWHQW UHFRYH

VKDUH WHPSRUDULO\ EDFN DERYH ¥

6HOO VLGH DQDO\WWV FRYHULQQ &SWRAFDQRIFI @ R F WHKSH WIKHP U H FSRIHPFHRWSWRYECEAKRONDYHER Q' HHP EHJ

HYHQWYV LQ WKHLU UHSRUWYV DBGQHIGIMKVAIHIG RPK K SFGRPAWoW RQ WKH KA WWDDWHRHFRUGHG LWV D

DQG SULFH WDUJHWYV DFFRUGL®YKb\ FROY ODER WDELRIQ ZLWK %06 DQGEBH IRUMHQWWIRELOL]LQJ VOLJKW
WKH DYHUDJH WDUJHW SUIWKBEBHMRKBRMAWVL,WUHDWPHQW DWIZHI®O DV D PRGHVW

FRPSDUHG WR % LQ '"HFHPEHU 7KH
QXPEHU RI DQDO\WWY FRYHULQJ (YRWHF KDV
GHFUHDVHG IURP WR GXH WR FDSDFLW\

UHFRPPHQGDWLRQV RQ (YRWHF VKDUHV DW WKH H ¢'ganuary 2025-31 December 2025)

Rl '"HFHPEHU VL[ ZHUH SRVLWLYH WKUHH PERFORMANCE OF THE SDAX (INDEXED)
QHXWUDO DQG WZR QHJDWLYH (1 January 2025-31 December 2025)

PERFORMANCE OF THE TecDAX (INDEXED)
(1 January 2025-31 December 2025)

3HUIRUPDQFH R| WKH
(YRWHF VKDUH =

120

110
(YRWHFTV VKDUH RSHQHG WK, \¥#

G
FORVLQJ SULFH '"HFHPEHU SQG
H[SHULHQFHG VLJQLILFDQW IOXFWXDWLRQVANHI
ERWK WKH EURDGHU PDUNHW HQYLURQPHQW
FRP SDQ VSHAUIFQHZVIGZ (DO IQOWH\HU - : : : : : : : : : : :

WKH VKDUH SULFH LQLWLDOO\ WddHQFEebH G MaB Z DApIG  May Jun Jul Aug Sep Oct Nov Dec
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(YRWHFTV VKDUH XOWLPDWH O\ UHIRAMHEG 2D KHMKID G BMU DV H L \Y}
RQ 'HFHPEHU UHSUHY¥POUWWLROIWDWLRQ EDVHG RQ IU H IORDW FRPSDUHG
IX@\ HOUGHRIQHR LRXIK® TH $; WR RWKHU FRPSDQLHYV VKDUH EDSLWDO
6'$; 7KLV SHUIRUPDQFH UHIOHFWYV
WKH F\FOLFDO SUHVVXUHV IDFHG E\ WKH ELRWHFK
VHUYLFHV LQGXVWU\ LQ HVFU\/D\@(LV R 9 1$6 (@QLA:HF GLG QRW LVVXH QHZ VKDUH
FKDOOHQJLQJ VKDUH SULFH GHYHORSPHQW WKH VHBU ODWHG WR VWRFN RSWLRQV L
ZDV FKDUDFWHUL]JHG E\ FRQWL(EXQG RSHUDWLRQDO VWRFN RSWLRQV DQG VKDU
SURJUHVV DQG D UREXVW SRUWIRDLR RI VFLHQWLILF DQG SHU'RUPDQFH DZDUGV UHVXOWHG L
VWUDWHJILF LQLWLDWLYHVY WKDW SURYLGH D IRXQGDWLRQ (YRWHF{V UHJLVWHUHG VKDUH FDSL
IRU IXWXUH YDOXH FUHDWLRQ (YRWHFV $PHULFDQ 'HRRMEWBPEHN U \HDU HQG
6KDUHV 3$'6° KDYHREH$EI$ALVWH G 7KH LQFUHDVH FRUUHVSRQ(
(YRWHFTV DYHUDJH GDLO\ wWuDB149 IR KRB H RRYAFFHYHDFK  QHJOLJLEOH GLOXWLRQ RI
*HUPDQ VWRFEN H[FKDQJHV DPRYXBSHHY WEWLQJI RQH KDOI RI R,Q VWRFN RSWLRQV ZHUH V
VKDUHV LQ FRPSDUHG WR XVLQJ WUHDVXU\ VKDUHV WR VHUYL
VKDUHV LOQ ROFH DJDIKY 1$6'$4 &RPSRVLWH ,QGH[ H/7, 3URJUDP'HFHPEHU D WRWDO
XQGHUVFRULQJ WKH FRQVLVWHGWOLIkERPRW ¥YER WHULQ RI VKDUHV UHPDLQHG IURP D W

DQG YRODWLOLW\ RI WKH VKD U4 65%4 IDLRWRFKHQAROCBEHY X866 [ DJUHHPHQW WHUPLQDWHG LQ DC
UHYLHZ RI WKH LQGH[ FRPSRVLRWLROHYR@RRER WRzZO\RWHF ,Q UHPDLQHG IURP WKH 86 568 YHVWLQ
LQFOXGHG LQ WKH 6'$; E\ "HXWY¥EKKP &G ORM W MERQLILFDQW PRPHQWXP E\ WKH HQG

HITHFW IURP 6HSWHPEHU RZKH PDLQ Q DGGLWLRQ IURP 1RYHPEHU
WKURXJK 1RYHPEHU LQFOXVL
RI VKDUHV ZHUH DFTXLUHG XQ

75%$',1* 21 1%$6'$4 ,1 VKDUH UHSXUFKDVH SURJUDP DW D
ZHLIJKWHG DYHUDJH SULFH RI ¥%

140% YROXPH ¥

7KH VKDUHV UHSXUFKDVHG XQGHU V
VKDOO DIWHU WKHLU DFTXLVLWLRQ
EH FRQYHUWHG LQWR $PHULFDQ 'HS
$'6 7KHVH $'6 VKDOO EH XVHG H[F
IXOILOO FRUUHVSRQGLQJ REOLJDWL
HPSOR\HH VKDUH SURJUDP DQG VKD
RQO\ WR LQGLYLGXDOV ZKR DUH RU
E\ WKH FRPSDQ\ RU DQ DIILOLDWHG

130%

120%

110%

100%

90%

80%

70%

60% T

Jan )—'eb Mar L4pr May llun llul l4ug gep bct }\Iov bec 6 K D U H K R O G H U V W U

— EVT COMP — NBI

:KHQ FHUWDLQ WKUHVKROGYV UHODW
ULJKWYV DUH UHDFKHG RU FURVVHG
VKDUHKROGHUY DUH UHTXLUHG WR

6+$5(+2/'(5 6758&785( $6 2) '(&(O% (5

Triton GP HoldCo SARL Mubadala Investment Company RI WKH VKDUHYV DQG WKH JHGHUDO )
~10% ~7% 6XSHUYLVRU\ $XWKRULW\ %XQGHVD
\ ] JLQDQ]GLHQVWOHLVWXQJVDXIVLFKW

VLQFH 1RYHPEHU WKH 6HFEXULW

(IFKDQJH &RPPLVVLRQ 326(& DV ZH!
$FFRUGLQJ WR WKH YRWLQJ ULJKW\
UHFHLYHGHREHU WKH IROORZLQJ
SHUVRQV DQG LQVWLWXWLRQV H[FC
YLD LQVWUXPHQWY KDG H[FHHGHG
WKUHVKROG 7ULWRQ *3 +ROG&R 6%
WKH JRYHUQPHQW RI $EX 'KDEL OXE
,QYHVWPHQW &RPSDQ\ KHOG )1
RIHFHPEHU ZDV WKHUHIRUH
DSSUR[LPDWHO\

Free float
~83%

6KDUHKROGLQJV H[FOXGLQ

KHOG WKURXJK LQVWUXPHQWYV
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$QQXDO *HQHUDO

JUDQNIXUW 6WRFN ([FKDQ$KB8'$4 1HZ <RUN O H H W L Q J

7LFNHU V\PERO (97 (92
BHFXULWLHVY LGHQWLILFDWLRQ QXPEHU

6,1 ( 86 (
5HXWHUV ;(75% VIPEROQ(97* '(

%ORRPEHUJ V\PERO

(97 *< (TXLW\

ODUNHW VHIPHQW

ULPH 6WDQGDUG

' QGH[

7THF'$; 0'$; 6'$;
672;; (XURSH

'"HVLJQDWHG 6SRQVRU2''2 %+)

&RUSRUDWHYV ODUNHWV $*

(< ).*85(6 3(5 6+%5(
JUDQNIXUW 6WRFN ([FKDQJH$6'$4 1HZ
(97 <RUN (92
+LJK Ya Ya 86"
GDWH JHEUXDU\ -DQXDU\ 0D\
IRZ Ya Ya 86"
GDWH 'HFHPEHU 2FWREHU '"HFHPEHU
2SHQLQJ SULFH Ya Ya 86"
&ORVLQJ SULFH Ya Ya 86"
"HLIJKWHG DYHUDJH QXPEHU RI

VKDUHV RXWVWDQGLQJ

7RWDO QXPEHU RI VK
RXWVWDQGLQJ DV RI

DUHV
"HFHPEHU

$YHUDJH GDLO\ WUDGLQJ YROXPH

LQ VKDUHYV

ODUNHW FDSLWDOL]D

WERQ DY RI

'"HFHPEHU EQ |86 EQ
1HW LQFRPH SHU VKDUH EDVLF |¥% 86"
1HW LQFRPH SHU VKDUH GLOXWHGYV: 86’

).1$1&.$/ &$/(1'$5

$SULO ,QWHJUDWHG $QQXDO 5HSRUW )
0D\ 4XDUWHUO\ 6WDWHPHQW 4

-XQH $QQXDO *HQHUDO OHHWLQJ
$XIXVW +DOI \HDU ,QWHULP 5HSRUW
1RYHPEHU 4XDUWHUO\ 6WDWHPHQW 0

(YRWHF KHOG LWV 2UGLQDU\ $QQXD
OHHWLQJ RQ -XQH RQFH DJDLC
SHUVRQ HYHQW RI (YRWHF{V V
FDSLWDO ZDV UHSUHVHQWHG DW Wk

DQG (YRWHEFTV VKDUHKROGHU\

*OREDO 6HOHFWhH BHUABHMSRYVDOV SXW WR D YRWH E\

PDQDJHPHQW ZLWK WKH UHTXLUHG

,QYHVWRU 5HODWL
6XVWDLQDELOLW\ #

JRU IXUWKHU LQIRUPDWLRQ RQ (YRYV
,QYHVWRU 5HODWLRQV 3,5° DQG 6X
DFWLYLWLHY SOHDVH YLVLW WKH ,!
(YRWHFTV ZHEVLWH $ FRQWLQXRXV
FDSLWDO PDUNHW SDUWLFLSDQWYV 1
SDUW RI WKH &RPSDQ\TV SKLORVRS|
FROQWDFW WKH ,QYHVWRU 5HODWLRC

IRU DQ\ TXHVWLRQV RU VXJIJHVWLRC

&RQWDFW

(YRWHF 6(
‘U 6DUDK )DNLK +HDG RI *OREDO
&RPPXQLFDWLRQV ,QYHVWRU 5HOTC
ODQIUHG (LJHQ &DPSXV
(VVHQHU %RJHQ

+DPEXUJ

PRELOH
LQYHVWRUUHODWLRQV#HYRWHF FRF

KWWSV Z7ZZ HYRWHF FRP HQ LU QH

UHODWLRQV

-
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B3URI 'U ,ULV /1Z )ULHGU
&KDLUZRPDQ RI WKH 6XSHUY

O XSHUYLVRI
WRDUG 5HS

V UHWKLHNGVENWRBVAMDPD @Q $QQXRQ EHRQWGDRQ ORBWHQLDOV UHJDUGL
6WRFN &RUBMRUDWLRQ $FW (YRWHB 6( KCH U RIRVWDHWR WKHVSKG (Y RFAPHE IEBX&LQHVVHY VWDWXW
ERDUG V\VWHP FRQVLVWLQJ RIRXWWRFFFFRUGDQFH ZLWK WKISRBUPIDHY &RMORVDRVFSURFHGXUH HYV
ODQDJHPHQW %RDUG DQG (YRWHRNHUQDSHFHYERBHYY UHFRPPHGIDHWLYRYRU\ %RDUG PHPEHU ZKLF|
%RDUG 7KH ODQDJHPHQW %RDBIBIDVYGONSR QRVLEHMGHU QDWLBPBHMW\ERW BWRH HDFK PHPEHU LQ D
IRU PDQDJLQJ (YRWHF DQG UH PHPEHQW BQUHWMKISRLQWHG EDVHRBRRQ WKHLU
&RPSDQ\ LQ LWV GHDOLQJV ZLWKD/OKLUFRD %R BWVHYRUN H[SHULHQFH LQGHSHQGHQFH
ZKLOH WKH 6XSHUYLVRU\ %R D UIBQBSGRLWAMWQFKH VL[ FXUUHRRMW PHAHEHUW RU\ %RDUG DSSRLQW\
GLVPLVVHV WKH PHPEHUV RI (YRWWHPMV 6 XSHUYLVRU\ %RDU® RIBUN DLFG BRRDWUSHUVRQ IURP DPF
ODQDJHPHQW %RDUG DQG RYHUMFHQWRHHOHFWHG DW WKH $PBHHPEHWKH3QRE 'U ,ULV /|Z JULHGUL
PDQDJHPHQW RI WKH &RPSDQ\ 6%BHDQ O\ %RDUG PHPEHUV HO HEKWHB @KDLUSHUVRQ Rl WKH 6XS
SURKLELWY WKH 6XSHUYLVRU\ @FRDOG NERE ADMNHII: KHHOHU ZBIQE 5ROWQDBOSMFNHUY ZDV HOHFWH
RSHUDWLRQDO PDQDJHPHQW GHOHFMRG/ IRKHD WARJP RI RIILF K KRDIWBR UNBQV ' XKILQH WKH 6XSH
ERDUGYV KRZHYHU ZRUN FORVMWEHWRIHWKAWMERE6XSHUYLVR U%BRDE & \WHBBHE'WKH VXFFHVVLRQ
DFKLHYH ORQJ WHUP DQG VXV \ZBUGDEOHFWHRE WKUIBUWKUHH \ HPW MWHW B KD LRISHEW RQ WR DOORZ IF
WKH &RPSDQ\ DQG WR FUHDWH H[FKE B WKIRQGWMKHY ROXHUSHUVRQVXBRHVW LRQ D IWHU 3URI 'U /|Z )ULF
7KH\ DJUHH RQ WKH &RPSDQ\TV) WIWIGMW AR\ ZKRGZRY UH HOHFW W& HRRDPL R WIRQXUH Rl \HDUV D!
VLIQLILFDQW EXVLQHVV WUDQWDAWHRRIVWZR \HDUV WR DOORZ IRURDPRRUGL QDWHHGHILQLWLRQ RI

VXFFHVVLRQ XSRQ KHU UHDFKLRDIQWKEDPDHLEMRILOH EDVHG RQ WK

(YRWHFTV 6XSHUYLVRU\ %RDUGNVHRXWIHV RV RIRMMLYV VNLOOV PDWUL[ DQG FRPSHWHQF\ S
PHPEHUV = DV SURYLGHG IRU LQ WKH FXUUHQW EHORZ WKH VHDUFK IRU VXFK FDQG
$UWLFOHV RI $VVRFLDWLRQ = D&®8 RREZERBRR\DIUHRMDGIRFW MWW D L QU@QIWLBDWHER GKZLYKVXPPHU ZLV

E\ WKH VKDUHKROGHUV ZLWK DWKIH SDEDRIBHWRQMWNVY% RDUG D QG MQUHH[OWYDYD/MD WHHW LIRAK ILUP 3DUWLF

-
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ZDV SXW RQ UHIOHFWLQJ WKH ¥XSBRRKNWRG EKBDOO FXUUHQW @XBG BRPBRIWHQEDHE DQG SUHSDUHC
FRPSDQ\ PDUNHW NQRZOHGJH MHREHRBVFPROPIRYAQJ DQ LQ GHY¥WKODMWV B ¥ GPH[GWUDMLG/H UHIOHFWLC
H[SHULHQFH LQ OLIH VFLHQFH\ QW HWHOLH D\ WRKFH DY L OKW \FX UV S QML I&KDLIVBKDWRRQ 7KHVH REMHI
WR WKLQN VWUDWHJILFDOO\ DERWIWUONSI ® Q\GK M HRQBERDV G L QJ RIS & BRRIVEGHIE W UHHUHD @ G DEDWHHY LHZ H
DQ DGYLVRU WR WKH &(2 )LQDD@\HWHRMEGIKZ WR HQVXUH D MPRRIVDKWKH 6XSHUYLVRU\ %RDUG W
&KDLUSHUVRQ VKDOO RSHUDW K IVEE RNWVI ®PQG\ DQORZ IRU D KRQGRYLWD BWRBROWRRQQII WKH &RPSD
(XURSHDQ DQG 86 FXOWXUDO F\WRRM BQW LBAHSHWDHG HO HF W L R QI RU WHKHIUF DRHGALE DRV B DBV XWQ K AXH RI1F
FDQGLGDWHY ZHUH SUHVHQWHS*OW R W KH H XSSHRWVSIHVRVULYH VXFREMURW ZRQDOEBEFWLYLWLHY $V D F
%RDUG DQG WKH VKRUWOLVW G FDRQGWE BWKVWKH HQYLWDW BRQ HUR IWIRW \$%ORDUG DIJUHHG LQ 6H
LQWHUYLHZHG E\ DOO PHPEHUV Rl WKH 6XSHUYLVRU\ RQ WKH PRVW UHFHQW VNLOOV PDW
%RDUG DV ZHOO DV WKH &(2 'WKHQEX4SHUYLRAH\ %RDUG KDV GRWSHWHQRGSURILOH VHW RXW EHC
ILQDO H[WHUQDO FDQGLGDWH EBQHAGH\WQMW REMBFWKRHW UHJDUGLQJ LWV FRPSRVLWLRQ

+HDG RI /LIH 6FLHQFHV DW OXEDGDOD ,QYHVWPHQW &RPSDQ\ OXEDGDOD ,QYHVWPHQW &RPSDQ\ KROGV VRPH RI Wk
PHDQLQJ RI & *&*&

$XGLWLQJ H[SHULHQFH

$FFRXQWLQJ H[SHULHQFH

-
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,Q DGGLWLRQ WKH 6XSHUYLVR\QYHR PG GWM RIFGAHED @\RDQG W KKIGH VR Ul R@SDWB & BHD&RPPLWWHH 1\
NHHS WKH DJH OLPLW RI \HDBR®@WLWWHRWLPRWRUHVW WKDW5RORA® FPHINHUY LV QRW RQO\ LQG
UH HOHFWLRQ 7KH JHQGHU TWRIWSRWKID OQRLP DL@HBWQ GH Q P\OMRHKWR WKHDOVMRKLUHG VSHFLDOL
D VKDUH Rl ZRPHQ RI J)LQDORDMRHKHWLHY Rl YRWLQJ ULJKWH[SHVSHBEBOOY WIKFESBOHFDWLRQ
6XSHUYLVRU\ %RDUG KDV DJUHG®GP®WIRUDRU YD REM® FDVW YRWSUVLDWLSDWHW JHPMBDQDO FRQWURO
PD[LPXP PHPEHUVKLS RI  \HD WPWH HMWIHQUIVOOH JXIOH UO\ DP R X Q WIHEF &/ RG\LIQIQV KMADRMODELOLW\ UHSR
6XSHUYLVRU\ %RDUG VKDOO UHPRIH WRPSRVHG WXH VKDUH FDGGWD/A/XUDQFH 5RODQG 6DFNHUV!
VXFK D ZD\ WKDW WKH PDMRULW\ RI LWV PHPEHUV DUH ILHOG RI DFFRXQWLQJ LQFOXGHYV V¢
LQGHSHQGHQW LQFOXGLQJ WK$H VEKDILUISHIRM G DRSRUWLRQ RD QWX H [BHIHBQIAHR UQ WKH DSSOLFDW
&KDLUSHUVRQV RI $XGLW &RPBRDDGQFW ZRUN LV FRQGXFWHGSIUQ CRPPOMMWBEE LQWHUQDO FRQWL
&RPPLWWHH DQG 5HPXQHUDWLRRU VXDV IWRLR®H *HUPDQ 6WRB R RRIPSRUD WLRQHPRW DQG KLV HIS
&RPPLWWHH DQG WKDW LWV P HREG WK B W B FRFRPHEQ GDWLRQV RLMXG RHDRBQWLQJ LQFOXGHY VSHF
SRVVHVV WKH NQRZOHGJH DEL&KRW\RN@G H[SRMHYUQDQFH &RGH [SHRWHEFW LQ WKH DXGLWLQJ RI Il
H[SHULHQFH UHTXLUHG WR SURXISHOYERRBOMWREUGWKDYV HVWIVENDOWKABQWOVS$$ELIHU KHU UROH LQ
WDVNV &RPSOLDQFH &RPPLWWHH DV ZHDHDWAHQW &RPSDQ\ DQG KHU SUF
5HPXQHUDWLRQ DQG 1RPLQDW ERPE NJRFPLWGN HHD PIQCEOD 0DFDSLOL /I
&XUUHQWO\ WKH FRPSRVLWLRQ@R (6 RRMFWWHH I[URP DPRQXDW \HPSHPEMIUWH LQ WKH ILHOG RI DF
6XSHUYLVRU\ %RDUG IXOILOOV DOO WKRVH REMHFWLYHYV FRQWURO DQG ULVN PDQDJHPHQW V
$00 PHPEHUV KDYH DQ H[WHQVIY'RWHGWH$RGMWULR @RPSOLDQFMW KIRRKIDLWPBQ RI WKH 6XSHUYLVRU
SURIHVVLRQDO EDFNJURXQG |UFRRP EEUWILQJ WRUHH PHPEHUV MXSSHRWWNPEKHY RI WKH ODQDJHPHQ
QXPHURXV LQWHUQDWLRQDO FRRSPQYHWRSOBRDUG LQ LQGHSEHHFRPGVWEXDLUPDQ RI WKH $XGLW
PHPEHUV DUH FRQVLGHUHG WRPRI) LWBHS®D ZHOWRPSDQ\TV 18Q@PREWIVWH KW HORRUMHFRIYN $XGLW &RF
XQGHU WKH WZR GLPHQVLRQD® AWDRYXWWH\R Q FE LLWPHLX.GLW L Q& RAPIRUWHH &KX BDWW UFKID® EH IRXQ
RI WKH *HUPDQ &RUSRUDWH *RWH U QIXGAMW & R&ERPSOLDQFH &RPERWSHHH VWHIHBYZVWHKKMQGHU KWWSYV
WKUHH QDWLRQDOLWLHV DUH &HRPSHDH DWW BIBFR R G WLIQHUSU R F HIZ\ZHIVY RWKHIF FRP LU QHZV VXVWDLQ!
DUH WKUHH IHPDOH PHPEHUV HY RWMAMWHRWSYMURMWRE LQWHUDRDMHBRQQYERO VIVWHP DQG
RI 3GLYHUVLW\ Rl WKRXJKW’  LWHKGVXYGIGWERI WKH ILQDQFLDO VWDWHPHQWYV ,Q
FRPSRVLQJ LQWHUQDWLRQDOOD GIEIAMULIRHQ AHAG GLVFXVVHV WK H KK POWO GOWILGIE PRGI UHVSRQVLEL
ODQDJHPHQW DQG 6XSHUYLVRUWH® B OUHBRAWVKZLWK WKH 0D Q DRJRIFPSIOON 1% RBHPE ®WUDWLRQ 1RPLQ
EURDG UHOHYDQW DQG FRPSOHWPGIQ WD U\WAN UQ® N FBVED JH P H QR BDRIGV W HVH BXBILWR SUHSDUH WKH
V\VWHPV DV ZHOO DV WKH &RPSDQDWHFRPVWOKRQEKE PHPEHUV DQG
'"HVSLWH KHU SRVLWLRQ DV 'HSPOMDYERPRIQWUWHFWHPY LWKLQUWRRPPHRSIDRILREW FRQFHUQLQJ W
,QYHVWPHQWYVY IRU OXEDGDOD ,DXGIMWRHOVKH ILQDQFLDO VW DWHPHIIWAD WRRBLVMWI\ROP ® QG 6 KDUH
&RPSDQ\ &DPLOOD ODFDSLOL /PQWXIH ©XSHW YW/ EW\ %RDUG WIOHD §XGKW 5HPXQHUDWLRQ 1RPLQE
FRQVLGHUHG DQ LQGHSHQGHQWRPSIHIDYQARMR BERBRIDWEHH DOV R RIFMFYILWEH IS DOME GHHSDUHY WKH V
PHPEHU OXEDGDOD ,QYHVWPHQ@W BRRPSPWLKRV GUWK UHODW HSODMOW QH V R URERIVRK D QW BEHP HQW ¢
DSSUR] RI (YRWHF 6( V YRW I$XB VWD U&RPBQGDQFH &R PP LW WIS HDUDWMR/ RBWV BR\DMHS/ )LQDO GHFLVL
WKXV KDV D PDWHULDO LQWHUHRNWMDYL QYRWHISV6 D @ GWKLRF H G XWKIN IKIOWKEX BHGYUWRIUWKRDUG 7KFE
WKH PHDQLQJ RI VHFWLRQ & \WKMWPRISSRUPWEG DXGLWLQJ ILBPFPXQFWOGMLIRIQWKIIRPLQDWLRQ &RPHF
&RUSRUDWH *RYHUQDQFH &R G H XICGH-WHRIWWKHIOHAHNWS HQGHQFH TEB OMLWMYZ HVEKRIQDW & HWIRRREDM \ TV ZHE \
OXEDGDOD ,QYHVWPHQW &RPSD/QHUMN. DHRRWUMQGHUHG E\ WKH DXIGQW RW WSKH ZZZXHQRVRHF FRP LU
FRQWUROOLQJ VKDUHKROGHU ZNKAHK D@ GALK\H PIDHDGL\W@ H RIR W K H \DXX\GAL VL@ EIL®IPW WKRHY HUQ D Q F H
VHFWLRQ & RI WKH *HUPDQ & FBIHSRHWDPLIPDWLRQ RI DXGLWLQJ IRFDO SRLQWYV WKH IHH
*RYHUQDQFH &RGH $ VKDUHKRDIBHHFHQWGDWE&XARPSOLDQFH &RQXHEGHUK® BMWKHVLQFUHDVHG LPS|
DOVR OV ODFDSLOL /DQJXLOOHERP SHSHIFFHQRPPLWWHH H[FKD@QUHWRQPHRYWD®LBRRFLDO DQG *RYH
ZRXOG H[LVW LI D FRQWUROOL Q 8 DNQUBIBEH DV K [ WVAKMHIZX G LW R D \DSH B WY W. @ IDWARHU SRUDWH DQG JOF
ZLWK WKH VKDUHKROGHU W K HSWK-CSUDHIKDRADLGRHQU DKGHAD GPB@ H P H Q \WDRMLHRRY R 16 WKHIUY X § RW\ % RDUG IRU|
DEVROXWH PDMRULW\ RI WKH YZRWILKRIX WL WKWAVOR Q@ DM FOHHDW Wo RIRPGLWWHH L Q 7KH (6* &RPPLW
D VXVWDLQDEOH PDMRULW\ DW WKH $QQXDO *HQHUDO FRQVLVWV RI D PLQLPXP RI WZR PHF
OHHWLQJ $ YRWLQJ VKDUH RI 7KGRPINPERWY RI WKH $XGLW &RESOGKSEBMLVRU\ %RDUG DQG LV V.
FRQVWLWXWH D VXVWDLQDE OH&RPW R W MW HDIR WAKHHY ¥ QW@ KD @ H THH.DE @R IVNLRBNOD,QF HVWRU 5HODWL
*HQHUDO OHHWLQJ LQ IDYRU RHOSEDGH®MH $V D &KLHI )LQD QFRDHOWXIHLFAUW W KMHKH ODQDJHPHQW

-
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&RPPLWWHH GHILQHYV WKH SULRMAEKVRHWRH (FRRPHW MHWK UHJXODUO\ UHSRUWYV DW WKH
UHVSHFW WR HQYLURQPHQW S6MRSSHIHY D\ORSU Y RARIUD @ AHWLQJV DERXW UHFHQW

RQ D UROOLQJ EDVLV DQG DG WYHHWLRQWRGGP BROVRARWAM RQV OHPEHUV RI DOO

WKH LPSOHPHQWDWLRQ RI WKHVKUSIHLRRERILW W HH\RWHRIYSSRLQWHG LQ DFFRUGDQFH
(6* &RPPLWWHH &KDUWHU FDQ EHWIR X\KGH R®WKHRU GHWDLOHG LQIRUPDWLRQ DERXW
&RPSDQ\fV ZHEVLWH XQGHU WKH FRPSRVLWLRQ RI WKH 6XSHUYLVRU\ %RDUG DQG
KWWSV ZZZ HYRWHF FRP LU QHVIV FRPPLWWHHY GXULQJ ILQDQFLDO \HDU
VXVWDLQDELOLW\ JRYHUQDQFHSOHDVH ILQG WKH WDEOH EHORZ

$XGLW &RPSOLDQFH 5HPXQHUDWLRQ 1RPLQDWLRQ
&RPPLWWHH &RPPLWWHH (6* &RPPLWWHH

7DVNV 6XSSRUWY WKH 6XSHUYLVRWBWUKMBDUBVLYWKH DSSRLQWPHQRWRWKHU ZLWK WKH ODQDJHPHQW %F
LQGHSHQGHQWO\ PRQLWR U LODIQW KHIP&RME BRIV G PHPEHWYH Q6 &RPPLWWHH GHILQHV WKH SU
ILQDQFLDO UHSRUWLQJ DFWUWHN E RR PN QDWW LR DX G LW RI &RPSDQ\ ZLWK UHVSHFW WR HQYLU
UHSRUWV B6FUXWLQL]HV WKFARSRFRSOQQU\§Y WKHLU UHPXQ HWHRBDRIQDQG JRYHUQDQFH RQ D UROO
DFFRXQWLQJ SURFHVVHV WWYW W H P D/QIG WEHVIMUDQWY RDEIGDNEYLVHY RQ DQG PRQLWRUV WKH
RI WKH LQWHUQDO FRQW U R G HU VRUHPD Q FHZ $ 000U BV LPSOHPHQWDWLRQ RI WKHVH SULRULV
LWV ULVN PDQDJHPHQW DQG FRPSOLDQFH
PDQDJHPHQW V\VWHPV

3URI 'U ,ULV /|Z JULHGULFK,
&KDLUSHUVRQ -
5RODQG 6DFNHUV _
9LFH &KDLUSHUVRQ ’

I+

; &KDLU

&KDLU

I+

&DPLOOD ODFDSLOL /DQJXLOOH
OHPEH UV

‘U 'XQFDQ OF+DOH

I+
I+

I+
I+

‘U &RQVWDQ]H 80PHU (LOIRUW

I+

; &KDLU

HVOH\ :KHHOHU

I+
I+

,ULV /|Z )ULHGULFK LV SHUPDQHQW JXHVW RI WKH (6* &RPPLWWHH DIWHU WKH UHVLJQDWLRQ RI &DPLOOD ODFDSLOL

"XULQJ WKH 6XSHUYLVRU\ BRB WRAW BGHQBUNRXHHWLQJV RI WKH IXO0O 6XSHUYLVRU\
IRUPDO PHHWLQJV WR GLVFXVWWREH®RSHU® WWRQERP BMBWHHY ZHUH SULQFLSDOO\ KHOG
VWUDWHILF GHYHORSPHQWY RLKSHUYRWHFRZIRXSEU ERWK RUGLQDU\N DQG

DQG ILYH HIWUDRUGLQDU\ PHHW[IWULNRADILQ\D WARPE HWAXQWIW FDQ DOVR EH KHOG E\
FHUWDLQ PDWWHUV RI XUJHQFYNVEHARARQWKIHYWHI DWHIDVH RI VFKHGXOLQJ DQG RU
UHYLVLRQ DQG WUDQVIRUPDWMQPDYHRMFAFREDIBVWKKH 6 XSHUYLVRU\ %RDUG PHHWYV
SURVSHFWLYH \HDU SODQ UHWXOWQCRUOVURR WERVHG VHVVLRQ ZLWKRXW WKH
UHYLVHG VWUDWHJ\ DV ZHOO DOWMDO WBHH® HODRAWLRWUBQV ZLWK

6DQGR] UHJDUGLQJ WKH SRWHQWLDO GLYHVWLWXUH RI

-XVW (YRWHF %LRORJLFV (8 7KHKBX®RGLYLGXDO SDUWLFLSDWLRQ RI WKH 6XSHUYLVRU\
&RPPLWWHH FRQYHQHG VHSDUBWRBOGIRHPIEMHY LQ LQ PHHWLQJV RI WKH

PHHWLQJV WKH 5HPXQHUDWLREXSHRRFLYIRWILBADUG RI (YRWHF 6( DQG LWV
&RPPLWWHH FRQYHQHG IRU VLFRARAMIOYHHY QE UHKBY IROORZV

(6* &RPPLWWHH FRQYHQHG IRU WZR PHHWLQJV
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6XSHUYLVRU\ OHPEHU (6% 7RWDO
%RDUG PHPEHU VLQFH 6% OHHWLQJV $&& 5HP&RP &RPPLWWHH 3UHVHQFH
3URI 'U ,ULV /|Z )ULHGULFK

&KDLUSHUVRQ

5RODQG 6DFNHUV
9LFH &KDLUSHUVRQ

I+

&DPLOOD ODFDSLOL /DQJXLOOH * +
'U 'XQFDQ OF+DOH * *
‘U &RQVWDQ]H 80PHU (LOIRUW *
HVOH\ :KHHOHU * +

$V D JXHVW

$W HDFK RI WKH IRXU IRUPDO 6XBHUYRWHR 8({RDQG WKH *URXS )XV KBOPRW M KMKH 6 XSHUYLVRU\ ¢
PHHWLQJV WKH VWDWXV RI WK BRPGD QRIV VEKN $OBIVYV ZHUH BQVRXVYHEGRWHKE UHVXOWYV RI LWV |
LWV VFLHQWLILF LQLWLDWLYHV7KWV7GHYEQRYPHWRWKH 0DQDJHPHQXMWDWRRQY® QG DIJUHHG RQ QH[V
SDUWQHUVKLSY RXW OLFHQVLQRHPEWUYLIH WY DRSBURYHG LQ D FLUFXODU

UHJXODU VWDQGDUG DJHQGD LWHRR @KW HRGL Y BXO/DUHRK +,Q DQRWKHU H[WUDRUGLQDU\ 6XSH
7KH 6XSHUYLVRU\ %RDUG ZDV DOVR UHJXODUO\ FDOO LQ 2FWREHU WKH 6XSHUY
XSGDWHG DERXW (YRWHETV 5 '+$RUWKRIORIRHEM LVQKH. Q -XQH IMK\H BXGBIWMWGVRQ\WKH ILQDO QHJR
&KLHI 6FLHQWLILF 21ILFHU %RDUG UHFHLYHG D GHHS GLYHXGGRWHHRQUWKBJ WKH SRWHQWL]

&RPSDQ\fV SHRSOH VWUDWHJ\ XY WKRIWHFV%ORMRJILFV (8 DQG D!
,Q SDUWLFXODU WKH 6XSHUYLVIRRPY%RD H B SIDARG W H WAKHE H\ FRQWGLIRM/BG RQWKH VKDUH SXUFKDVH
WKH IROORZLQJ VSHFLILF VXEMHFW VKLY GBWDROGRAH® E\ D EXVLQHVV DQG
LWV PHHWLQJV ILQDQFLDO XSGDWH WRJHWKH4 @ LMAKHB BDHUS G DWW KRQ6 XSHUYLVR U
+,Q WZR H[WUDRUGLQDU\ FDOOVWIKH )HEWW DD YLQGY SURJUDP D®LS/ AMH RGJIRQGIDSSURYHG WKH EX
0DUFK WKH 6XSHUYLVRU\ %R DRIBNYLWRXVWHEQJIJWKHQ DQGILRPXQW MICH\HDU 8SGDWHV RQ |
WKH VWDWXV RI WKH VWUDWH J& RFFPHWREIRIODHIGRUWY LQ ' 3' 7HKEOGE XISHNQYEVRW\SHUIRUPDQFH OHI
WUDQVIRUPDWLRQ SURMHFW D @® DVCH CBANRR/ SHFWXVYWHG WKH SRW Q@ WRLLDAD WL RIQVIW. WKOE DV WK
\HDU SODQ UHVXOWLQJ IURP WRH-MMWL {NHFOVHW UBLVRIDRILFV (8 WHRH6DR\GR [VBYWELV LQLWLDWLYHV
WKH $*0 RQ -XQH WKH 6XBKIH 6XSRIUYLVRU\ %RDUG IXUWKHU
+,Q WKH UHJXODU PHHWLQJ LQ $6RDOG DQ®KWKH 0DQDJHPHQW &RRIBRA DWAHIRYHEI QDQFH PDWWHU
6XSHUYLVRU\ %RDUG ZDV XSGDWH® RIL YKHM) IURP H{WHUQDO HSPDW \RIWRKPH $*0 *RYHUQDQF
ILQDQFLDO \HDU DQG WKH 9XEHGQGWQDO ODQGLQJ &RPSOLDQFH DUH UHJXODU WRSLF\
,W DOVR GLVFXVVHG WKH JXLGDQFH IRU WKH ILQDQFLDO 6XSHUYLVRU\ %RDUG PHHWLQJ DQG
\HDU DQG WKH UHYLVHG VW, (DI H[WKIDRUBLYD U\ 6XSHUY DORIXD®DRDUYGRKDEE ALHQW RI WKH &
DQQRXQFHG RQ $SULO 7KHD B X SHUWKN BXSHUYLVRU\ %RPRGCHEIDWQFH GHFODUDWLRQ LQ 'HF
%RDUG ZDV DOVR SUHVHQWHG X8 ®EKWHYG XSG MWKH ROIJRWLDWLRBRYHALYWK BDQBRPUG GLVFXVVHG W
NH\ SURMHFWV ,W GLVFXVVHGUMKB FXUYHYWH SRWHQWLDO GRIYWKW L&RRSB R -®&VW DQG DJUHH!
SURILWDELOLW\ FKDOOHQJHYV RYRWHFARPRDRYUIDRYG(8 DQG DS RERWHFGNWXHVVIIRIW L Q J
SRWHQWLDO UHVSRQVHV LQFORIGL @R BHEWVQIGL® FRMN P VKHHW
VDYLQJV DQG HIILFLHQF\ LQLWLDWLYHYV ,Q DOO RUGLQDU\ PHHWLQJV WKH 65
+$W LWV PHHWLQJ LQ 6HSWHPE&RPPLWWKHY UHSRUWHG RQ WKHLU
+,Q D VHFRQG PHHWLQJ LQ $SULBXSHUWWRHMRU\ %RDUG GLVFXVWMDWKH QIS B UHDWAER Q VG P
6XSHUYLVRU\ %RDUG GLVFXVVHG\DLQG D8 KU RWKIE &RPSDQ\ LQFOXGLQJ WKH
WK H DQQXDO ILQDQFLDO VWBHWNXPG QMY IDXRE WIQHK D Q FH P HDRH FBIXWHHYLVRU\ %RDUG SDVVHG U
JXLGDQFH IRU WKH ILQDQFLDORRPRHUFUIOWKHDQL]DWLRQ WRIBWRHID BZLWKGXDO PHDVXUHV WD
SUHVHQFH Rl WKH DXGLWRUV D&0HFDP/WR RQGWKKHHDU HQG ODQBUEPHMWDORRUG ZKLFK E\ ODZ |
DFKLHYHPHQW RI FRUSRUDWH BEMHAXVWLHG \S RRUHQWLDO FRVWWWYEQHBY RHBVXBRAVDMRRQ UHTXLU
$V SDUW RI WKLV WKH 5HPXQHU®GULHRQV 5\M B R U W DRIUWR G D W HR G MFAKGHL XIS IHQ YIHWYRHQ X%IR'D U G
ZDV SUHSDUHG DQG DSSURBKRGXEGWWH RQ WKH QHJRWLDWLRQV ZLWK 6DQGR]
6XSHUYLVRU\ %RDUG 7KH VXV\WDV@EUERYOLGHGUESWHW 0DQDJHPHQW %RDUG

-
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7KH ODQDJHPHQW %RDUG DOVR2EWRYGGHEKH 5RDGVKRZ WKH BKIS XS HURWYV RBERDWBDUG UHIXODUC
FRQWLQXRXV XSGDWHV WR WK & IBIXISHH ZDVVROVRRFDGODEOH WHRIGLWYO\OKBWIRQYRVRWY HIILFLHQ
WKURXJK UHJXODU YHUEDO DQ®RNU® W HQ DUMB® WWVX\WMKDAM W KP RGHHV@RUV WKH HYDOXDWLRQ ZDV
LQFOXGHG LQ GHSWK DQDO\WHV RQ WKH VWDWXV RI WKURXJK D TXHVWLRQQDLUH FROOH
RSHUDWLRQV ,Q DGGLWLRQ WHKKH &KQDQFHDOROQVDIWHRH QWY DQEXWKIN RP GIDFAKPEQSHUYLVRU\ %R
6XSHUYLVRU\ %RDUG DQG WHKH 58KIRIU W[ HEX WYRWHF 6( IRU WKHKHQBIQFLLIDD\ERYQVHO DQDO\]HG W
2IILFHU DV ZHOO DV RWKHU PHPEHUW ZHOMKBY WKH &RQVROLGHBWGEED)AN) DQIELBORYLGHG D VXPPDU
ODQDJHPHQW DQG 6XSHUYLVRUBWERDHRBH/QWY WRIJHWKHU ZLWKMWKKB BRYFROVLEBGWIREQJ WKH IX0O0
PRQLWRUHG DQG GLVFXVVHG FXQBIHP MRS 5SS RNRAKRI WKH (%RWHE DWR KW \Z PBHHWLQJ LQ 6HSWH!
DV VWUDWHJ\ SODQQLQJ FRP DKGAIMVDHG BELWN2 $* UHVXOWV RI WKH DVVHVVPHQW FRQ
PDQDJHPHQW DQG FRPSOLDQFHLRMMFKIAWYEU I XQJIVJIHVHO O \SRKD HV V)LRIYDNI XOUMG FRQVWUXFWLY F
VI\VWHPV GXULQJ QXPHURXV FRQIHKBEQAXEDWEE (YRWHF VLQEHWKQRQFKB®GXISBUYLVRU\ %RDUG D
KHOG ZKHQHYHU DSSURSULDWH 7KH PDQDJLQJ DXGLWRUV RD®RIHPHPW H6RDUG EDVHG RQ WU X
(YRWHF *URXS DUH 6LOYLD 6D URBRIQLY HVO/L DO7 KHURRKP SRVLWLRQ DQG
YXUWKHUPRUH LQ -DQXDU\ DQ@KREAHXLCHUQHZO\ DSSRLQWHG | WM 16 QDIFY. DVOR\HDWRDUG LQFOXGL
WKH 6XSHUYLVRU\ %RDUG &KDLU WRKHWKBUWRWK M/KKHG D QPRPPYXIOAHIHHGWIXGEIWKXUH DQG PHHW
+HDG RI *OREDO ,5 (6* DQG WRBLI@REDPO +HDG ZHUH FRQILUPHG DQG JHQHUDOO\ D
RI /HIDO &RPSOLDQFH RI WKH &RPSDQ\
FRQGXFWHG D *RYHUQDQFH 5RPDEGSKRBIZBBWHRQ IRU WKH 6XSRAKN LBWBWHU%RDRIG. %RDUG ZDV QRW |
VHYHUDO LQYHVWRUV DQG SURAHBW®WYQVRRY $HIN Q Q WKH DXGERWRHPWLDO FRQIOLFW RI LQWH
LQGLYLGXDO YLUWXDO PHHWLGIWHWVKGWHEWKH VWDWXV RI WRKHP E H UVX G XK WL @J
5RDGVKRZ WRSLF FHQWHUHG DWRKRIBUWRHNMWXXYGLW ILQGLQJV DQG RWKHU
VHWXS RI (YRWHF DQG WKH LQVUROHNPOWWRBEFV WR WKH $X:GILILV & RPKSH HIDQWHJH & RPSDQ\ D VX
SRVLWLRQ Rl WKH 6XSHUYLVRUARPRDRWE'HE WKHV$XGLW &RPIZQMXKQWHKH LPSOHPHQWDWLRQ RI D LU
SURFHVV LQFOXGLQJ &RPPLWWHH XVHG WKLV LQIRUPRMKMHEG DAWLOLVEBDRFHQG WKH UHVXC
+tWKH DQQRXQFHG VWUDWHJI\ URRMULH®WY RZQ HYDOXDWLRQ RI WK QWIRWRPMQWY BQ®KH &RPSDQ\
UHSRUWV 7KH DXGLWRUV SDU\®HPLGHDWWHKGE S @ WKHH[SHULHQFHG P
+tSDVW DQG SRWHQWLDO XWX URHHKMOL@QUHR I LMPKH 1X00 6XSHUY MWHRLR WRDWGKIDY EHH® VSHFLILFDOC
PDQDJHPHQW LQ SDUWLFXODU WRB & QUSRWOQWHR®D FRPSUHRHQRBLWKH WEIRQOWIRQPDWLRQ WRZD!
UHFUXLWPHQW DQG WKH VXE VWK KHIQVG IR DRIBUWK@LU REVHUYDRZIVWRIQV LQFOXGLQJ WKH
SURFHVV LQFOXGLQJ ZLGHU RKORSIHA 1\Q ARIPIBOLDQFH DQG ULVN PDQDJHPHQW
OHDGHUVKLS WHDP VWDQGDORQHVERPW TXBIVRXS® UYLVRU\ %RDUG H[DPLQHG ERWK
FRQQHFWLRQ ZLWK WKH VW U DWHKH\IUBYQARZDO VWDWHPHQWY DQG WKH &RQVROLGDWHG
JLQODQFLDO 6WDWHPHQWY SUHSDUHG E\ WKH
+tWKH VXFFHVVLRQ SODQQLQJ SOUDRFHMWP HROWWAKRDBIGDEDVHG RQ-DWE/XRZQ$EXE OP HQW
SRVLWLRQ RI WKH 6XSHUYLVRWD®%RQ@UGQWR DFFRXQW WKH $XGLW &RPPLWWHH{V
LQSXW DV ZHOO DV LQIRUPDW LRH R SNMHU WL R BUE VW RD UG
+tWKH DVVHVVPHQW RI WKH FRPSWRDIQFHGI BL MKKUIH DB X®LWRUV BRIGRO R'UL QU M/KAN WKHGULFK
FRQQHFWLRQ ZLWK WKH GHSD&BHULY RVRHUBRDUG DSSURYHG WKH ILQDQFLDO
/IDQWKDOHU DQG WKH VXEVHTXMWDW RPRBDYWVYHRI (X@WHF 6( DQG WKH &RQVROLGDWHG
J)LQDQFLDO 6WDWHPHQWYVY IRU WKH \HDU (YRWHF
+WKH EDFNJURXQG RQ WKH 7ULWR®H® YHWVMSTHILDW HVEHV WDLQDELOLW\ 5HSRUW DQG D
SURFHVVHV VXUURXQGLQJ WKH PQDRXWERG ERWRUSRUDWH ODQDJHPHQW LQ
ZLWKGUDZQ +DOR]\PH RIIHU DRBFRARGDHFIY ZLWK VHFWLRQ E DQG VHFWLRQ G
JHQHUDO DSSURDFK DQG SRVIWLRRQMXBGRWQOREGWLRX VHFWLRQV E WR |
ZLWK D SRWHQWLDO WDNHRYHBUPDQ &RPPHUFLDO &RGH +*% IRU ILQDQFLDO

\HDU 7KH 6XSHUYLVRU\ %RDUG H[DPLQHG
7KH QH[W *RYHUQDQFH 5RDGVKREHAMH IFRSRANFEWRG WKH EDVLV RI D SUHOLPLQDU\
LQ )HEUXDU\ JHHGEDFN IURPHWIKHHZ/ E\ WKH $XGLW &RPPLWWHH DQG KDG QR

PHHWLQJV ZDV DQDO\]HG DQG SRENWH@WRGVGWRLWEH UHSRUWYV
6XSHUYLVRU\ %RDUG PHHWLQJV DV ZHOO DV UHOHYDQW
FRPPLWWHH PHHWLQJV WR LQIRUP GHFLVLRQ

PDNLQJ

-



&RPELQHG
ODQDJHPHQW 5HS

7KH (YRWHF *URXS
5HSRUW RQ HFRQRPLF SRVLWLRQ
(YRWHF 6(
6XVWDLQDELOLW\ 6WDWHPHQW
5LVN 2SSRUWXQLWLHV 5HSRUW
5HSRUW RQ VWUDWHJI\ DQG IXWXUH SHUVSHFW
,QIRUPDWLRQ SXUVXDQW WR VHFWLRQ D DQG VH
WKH *HUPDQ &RPPHUFLDO &RGH DQG H[SODQDWRU
'HFODUDWLRQ RI FRUSRUDWH PDQDJHPHQW
5HPXQHUDWLRQ 5HSRUW
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&RPELQHG
ODQDJHPHQW 5HS

7KH FRPELQHG PDQDJHPH®W KHSWRH K *URABWHMWS PDQDIJHPHQW UHSRUW DV ZHOO DV WR (YRWHF
IURPDQXDU\ WRFHPEHU TKHUHVHQWDWKRIQEXVLQHVY GHYHORSPHQW WKH SRVLWLRQ DQG WKH
$.3,v" UHODWH WR WKH (YRWHF *URXS WKH *URXS XQOHVV RWKHUZLVH VWDWHG ,QIRUPDWLRQ :

/KH (YRWHF *UR.

)'0'4#. +0(14/#6+10
10 $75+0'55 #0& 564#6');

O *52836758&785( O

(YRWHF 6( KHDGTXDPWXUWHHBIAMQ\ LV WKH SDUHQWYRRWPSD QURYSWRKBVHWUXFWXUH UHIOHFW\
LQWHUQDWLRQDO SRALYWWRGNMNQJ DQG D

$W WKH HQG RI ZH RAMUDWHG WIWKW FRXBWIQRWVLHNA®KGLQJ D QHWZRUN RI IRXU PDQXIDF\
FDSDFLWLHV IRU FRQWLQXRXV PDQXIDFWXULQJ RI ELRORJLFV LQ WKH 8QLWHBX&WIHFRD GL DRXOR
VLWH ZKLFK ZDV FXVWRPL]JHG DQG GHGLFDWHG HQWLUHO\ WR 6DQGR] ZDV VROG WR 6DQGR]
3KDUPDFHXWLFDO ,QJUHGLHQW 3$3,” PDQXIDFWXULQJ FDSDELOLWLHY DUH LQ (XURSH LQ $ELQJ
ODQXIDFWXULQJ 3UDFWLFHV 2*03" PDQXICHMROWD O\ REYWFWEE WEE URD S)\HIEQ X D U\ DV SDUW RI |
SODQ DQQRXQFHG LQ ZH FORVHG WKH &RORJQH VLWH

7KH VLWHV (YRWHF ,QGLD 3ULYDWH /WG LQ 7KDQH ,QGLD (YRWHF *7 *PE+ LQ 9LHQQD $XVWU
OLTXLGDWLRQ

0$-2523(5%$7 . (1*7.7-(6

DV RMFHPEHU

+HDGFRXQWHMRHPRHU ZLWKRXW OHDYHUV
,QGLUHFW DQG GLUHFW KROGLQJV
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O (927(&%x6 *52:78675%7(% O

(YRMPY  JURZ W VADAMI\ U-BUHVHOW D FBDUMVKLWLRP W HIUDHUH SDQMRQ GUYHQ CESURDAK \RZ DUGVD P RUHIRFXVHG DQG SUR MIELOW RUHIMG
PRGHO ZLWK DQ HPSKDVLVY RQ RSHUDWLRQDO H[FHOOHQFH 2XU QHZ JURZWK VWUDWHJI\ LV JXLG
* URZ W | DWMUWDQWHP DINHAB\ |RPXVIQU RQKLIK YDOXH KLIK JURZ W \HIP HQWZ W VARQU P DUILQV
2XU FRPPLWPHQW WR RSHUDWLRQDO H[FHOOHQFH
2XU QHZ VWUDWHJ\ IRU RXU -XVW (YRWHF %LRORJLFV EXVLQHVV IRFXVLQJ RQ EHWWHU PR(
DVVHW OLJKWHU EXVLQHVV PRGHO
8SVLGH IURP GHYHORSPHQW SURJUHVV LQ RXU DVVHW SLSHOLQH SDUWQHUHG ZLWK SKDUP

2Q 0 DK Z H DQQRXQAHG 1+ RUJ RQT WH QH WSKDWH LQ RXU P XN WIH WOQV RUP DARQ LQWDWYH + RU] RQ LV DGYDOAQ) WH P XM \WIIH
WUDQVIRUPDWLRQ LQLWLDWHG ZLWK WKH 3ULRULW\ 5HVHW LQ E\ LPSOHPHQWLQJ D VWUHQJW

VFLHQFH DQG FRPPHUFLDO H[HFXWLRQ $V SDUW RI WKLV HYROXWLRQ WKH FRPSDQ\ LV VWUHI
RSH.DARQDOMXPMUHDQG P SLRYIQU IW@ERQ WP FRUMBRVMRY , Q SDLDIBO QHZ © HAMEQWKHS &HMAYR! ( [ FHIHRH FRQVRIGDW FUMFDOH SHIWHDQG
LQQRYDARQ FDSCELOMAHY WHQRAQ) + RUJ RV VAHOMLE GDGHUKLS DG WKDUSHAQ) W FRP SHARYHOHW LQ KLIK YDOH P DINHAVHIP HOW  7KH
FRPPHUFLDO RUJDQL]DWLRQ LV EHLQJ XSJUDGHG WR GULYH IDVWHU H[HFXWLRQ FOHDUHU DFF
PHDVXUHV HVWDEOLVK DQ RSHUDWLQJ PRGHO GHVLJQHG IRU JUHDWHU DJLOLW\ UHVLOLHQFH D
FUDARY 7 KHVIAXPMUDALQMDWYH/ DIHH SHAMGVR JHOHDMDSSUR P DMD %2 P LQUXQ IDMVDYLQIVE\ WHHOGR

'LWK UHJDUG WR WKH -XVW = (YRWHF %LRORJLFV -(% VHJPHQW WKH VDOH RI WKH -(% 7RXOR
PLOHVWRQH IRU (YRWHF LQ WUDQVLWLRQLQJ WR D EXVLQHVV PRGHO WKDW UHTXLWHESIVOM IV RFD S |
RZ QQI @UH\FDO! EIRRILFY P DOXIDAMUQ) P RYIQ) WRZ DG D DAHAO L J K \SOHAHIKLS IRFXVHG P RGHD 7KH G-OOMAHIWHY ( YRWEV @IXIGW
XSIURQW FDVK SD\PH QW KREHNB-GIQ DAV R BRQ WP LHYHOXH WURXIK WRKQREI\ QFHQHY P LBMRQHY DOG LR DOV ( YRWE LV
HOLJLEOH IRU RYHU 86" PLQ IXWXUH GHYHORSPHQWYV DV ZHOO DV UR\DOWLHY RQ D ELRVLPLC
VKLIW LQ VWUDWHJI\ DOORZV (YRWHF WR IRFXV PRUH RQ LWV FRUH 5' SODWIRUPV DQG FRQW
LQYHVWPHQW EXUGHQ RI EXLOGLQJ RXW IXUWKHU ELRORJLFV SURGXFWLRQ IDFLOLWLHV

2XU JURZWK VWUDWHJI\ IRU WKH ' 3" VHIPHQW IRFXVHV RQ EXLOGLQJ JURZWK PRPHQWXP WKUR
SRUMRQ 1Q B WP WDMILF FRIDERIDARQV Z KIBH P [ LP 1] LQ) RXUSTMRP V| X@SRMADO RUMBLIHMS SLRMAN , QGXVAMDT] DARQ DQG DXVRP DARQ

HOWXUH FROUMMOWKLIK TXDIW UHXOV Z KHMHUI RUDMQIGIH SHIP HOWRUDP X\ HDOUFRTERIDARY 2 XUMWEQGDUE] HG RITHIQIVSURUM] HVSHHG HDH

R EXVIQHW DQG LQGXWW BDGLQU TXDMW WEQGDLGY , QMIUDMS SLRWRW LOFOXGH DEGMRQDOVHYLFHY VR DAFHBLDM UHRVKAV RITHIQ) CARHW VR RXUH SHW
WHDPV DQG FRQVXOWLQJ VXSSRUW 7KH *JROG VWDQGDUG" RI RXU VHUYLFHY EHFRPHV WKH EDVL
W QH WIHH.DARQ WRKQRBILHY DQG WH.DSHXWE DUHD H SHIWH $V FRP SGf IW DQG DFFHW R SIRSUHE  WRKQRBILHY LDV WH \KDUH R

YDOXH DGGHG LHYHOXH? XK DVP LOMRQHY OFHMQ) DQG LR DOMHV2 - DR UMAVIQ WHHYHWR DAXIVARP P HIADOXFRHW

,Q FRQWUDVW (YRWHEFYTV IRUPHU VWUDWHJ\ SULRULWL]HG EURDG H[SDQVLRQ KHDY\ LQYHVWPH
5' SDUWQHUVKLSV *URZWK ZDV GULYHQ E\ VFDOLQJ FDSDELOLWLHV DFURVV PXOWLSOH SOD
PDQXIDFWXULQJ

O %86,1(6R9(59,(:0

$W (YRWHF ZH HQYLVLRQ GUXJ GLVFRYHU\ SUHFOLQLFDO GHYHORSPHQW DQG PDQXIDFWXULQJ
FRPELQLQJ FRPSUHKHQVLYH GLVHDVH XQGHUVWDQGLQJ DW WKH PROHFXODU OHYHO ZLWK FXW\
OLIH FKDQJLQJ PHGLFLQHV WKURXJK VWDQG DORQH VHUYLFHV RU FROODERUDWLYH SDUWQHUVK
DFFHVV IRU RXU FXVWRPHUV DQG SDUWQHUV LQ WKH SKDUPDFHXWLFDO DQG ELRWHFKQRORJ\
GHYHORSPHQW DQG PDQXIDFWXULQJ

$V RHFHPEHU PRUH WKDQFLHQWLILF H[SHUWYV FRYHU D ODUJH UDQJH RI GLVFLSOLQHY DORQJ W
LQ D ZLGH YDULHW\ RI GLVHDVH DUHDV ZKHUH WKH\ KDYH JDLQHG GHHS NQRZOHGJH RI WKH XQ
RYHU WKH \HDUV 2XU EURDG UDQJH RI GLVHDVH DUHD H[SHUWLVH FRYHUVY RQFRORJ\ FHQWUDO
GLVRUGHUV LPPXQH LQIODPPDWRU\ 3, " DQG LQIHFWLRXV GLVHDVHV 2WKHU DUHDV RI H[SHI
UDUH GLVHDVHV DQG DQLPDO KHDOWK
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S5HSRUWLQJ VHIPHQWYV
(YRWHF UHSRUWYVY WKH UHVXOWV RI LWV ZRUN DQG FROODERUDWLRQV ZLWK WKLUG SDUWLHV WK

-XVW = (YRWHF %LRORJLFV

-XVW = (YRWHF %LRORJLFV LV RXU DGYDQFHG DSSURDFK WR GLVFRYHULQJ RSWLPL]LQJ GHYHO
LQ WKH DUHDV RI DQWLERG\ PROHFXODU RSWLPL]DWLRQ SURGXFW DQG SURFHVV GHVLJQ VL
SODWIRUPVY FRYHULQJ ERWK HDUO\ VWDJH DV ZHOO DV FRPPHUFLDO ELRPDQXIDFWXULQJ 7KLV
VHUYLFH DQG RU IXOO WLPH HTXLYDOHQW 3)7(°" UDWHV EDVHG PRGHO DV ZHOO DV WKURXJK [
JHQHUDWHG E\ WKH -XVW * (YRWHF %LRORJLFV EUDQG LV LQFOXGHG ZLWKLQ WKH -XVW + (YRWHF
7KH WUDQVDFWLRQ ZLWK 6DQGR] FORVHG LQ HDUO\ '"HFHPEHU PDUNV D VWUDWHJILF PLOHV
P RGHOWDWUHTXILHY GW FCBMIOH SHOGWMH LW WH \DBI R WH - (% 7RXGXVH VWM ( YRME WV ECFN ILRP RZQQ) @UIH \WFDB! ELRBILFY

P DQXICAXUQ) DQG P RIQ) \RZDUG D @KWU SDURHIKLS IRPXVHG P RGHD 7KH GHDO VWHIWHYY ( YRMFV @TXIGW  XSILRQWFDWK SD\ P HOWR

86' P ZKIBINH-BLQ) DFFHW\R R WP UHYHOXHWILRXIK WRKQRBI\ QFHQWHY P LOMRQHY DOG LR DOV ( YRW L HIJLE®H I RURYHUS 6' P

LQ IXWXUH GHYHORSPHQWYV DV ZHOO DV UR\DOWLHY RQ D ELRVLPLODU SRUWIROLR WDUJHWLQJ !
WR IRFXV PRUH RQ LWV FRUH 5 ' SODWIRUPV DQG FRQWLQXRXV PDQXIDFWXULQJ H[SHUWLVH ZL
IXUWKHU ELRORJLFV SURIGWRWLIRK) ADRVQ QW LRIVWKH WUDQVDFWLRQ -(% ZLOO FRQWLQXH WR VH
FDSDFLW\ IRU PROHFXODU GHVLJQ XSVWUHDP GRZQVWUHDP DQDO\WLFDO DQG IRUPXODWLRC
*03 PDQXIDFWXULQJ

'LVFRYHU\ 3UHFOLQLFDO 'HYHORSPHQW

$V D UHVXOW RI WKH VWUDWHJLF UHYLHZ SURRBVW GZBW VHOPINGPFRYRUPHBOHNQRZIFDY 'HYHORSH
LQ $SULO W D \KIDNIX WAL RIDEY | URP WH HDUDHU H SDQMRQ GUYHQ DESURCFK VRRZ DGV D P RIH IRFXVHG DQG SUR IWIELOW RUHQMG

P RGHD7KH&RP SDQ QRZ FROFHWDMYRQKLIK JURZ W KLIK YDOHWHIP HQW MP S LHY W EXMOQHA/ \VKRMUH DQG HP SKDV] HYRSHIDARQDCH FHIBIAH
WRZDUGV KLJKHU PDUJLQ DFWLYLWLHV FRPSOH[LW\ UHGXFWLRQ RSHUDWLRQSOLFWWIHD\POQBQ K
GUXJ GLVFRYHU\ DQG SUHFOLQLFDO GHYHORSPHQW VHUYLFHV DQG VROXWLRQV VWDUWLQJ ZL
FRQWLQXLQJ ZLWK WDUJHW YDOLGDWLRQ DQG OHDG RSWLPL]DWLRQ ,Q WKH VXEVHTXHQW GHYH
DSSOLFDWLRQ 5HYHQXH JHQHUDWHG WKURXJK WKH (YRWHF RU &\ SURWH[ EUDQGV LV LQFOXG
LQFOXGLQJ VWDQGDUG IHH IRU VHUYLFH DUUDQJHPHQWY ODUJHU FROODERUDWLRQ DUUDQJHP}
BUHFOLQLFDO 'HYHORSPHQW SDUWQHUVKLS PRGHO LV XQLTXH DQG DOORZV WKH &RPSDQ\ WR ED

'3' EXVLQHVV PRGHO
$vV DQ HIWHUQDO LQQRYDWLRQ SDUWQHU WR WKH OLIH VFLHQFH LQGXVWU\ ZH SURYLGH VWDQC(
PXOWL VWDJH GUXJ GLVFRYHU\ DQG GHYHORSPHQW FDPSDLJQV XVLQJ RXU LQGXVWULDOL]HG L
OHDGLQJ WR FR RZQHUVKLS LQ GUXJ SURGXFWV LV DFKLHYHG LI SURSULHWDU\ WHFKQRORJLHV
LV WKH PDLQ VRXUFH RI UHYHQXHV WRGD\ ,W XVXDOO\ DSSOLHV ZKHUH QR ,3 RI (YRWHF LV LQ
SODWIRUPV RQO\ LQ UHWXUQ IRU PLOHVWRQH SD\PHQWY RU OLFHQVH SD\PHQWYV DQG IXWXUH UF
DVVHWYV 7KHVH SD\PHQWY DUH DGGHG WR )7( UDWH EDVHG SD\PHQWYV, QRW KW K\HH Z RNUIH@®EGEH B L UH G
DQG DQG UHVSHFWLYHO\ RI RXU WRWDO JURXS UHYHQXHV IURP WKL UK ISR VX DN VQRH
VLIQLILFDQW FRQWULEXWY RQY RIRODEMQWY BN RPHIQW VWDJIH
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%HQHILWYV WR XV IURP RXU VWUDWHJ\ WR FR FUHDWH SLSHOLQHV LQFOXGH

+tOLOHVWRQHV DQG UR\DOWLHVY EDVHG UHYHQXH WR VHFXUH DQG DFFHOHUDWH SURILWDELOLW\
+$ ULVN UHGXFHG GHYHORSPHQW SDWKZD\ IRU GUXJV JLYHQ WKH DELOLW\ WR FRPELQH (YRWHF [
+*HHSHQLQJ RXU NQRZOHGJH EDVH RI KLJK TXDOLW\ 5 "' FDSDELOLWLHYV

BWULYLQJ IRU GLIIHUHQWLDWLRQ WKURXJK WHFKQRORJLFDO DQG VFLHQWLILF OHDGHUVKLS

2XU QHZ VWUDWHJI\ WLJKWHQV WKH IRFXV RQ WHFKQRORJ\ DQG VFLHQFH OHDGHUVKLS VSHFLILF
SURWHLQ GHJUDGDWLRQ DLPLQJ WR PD[LPLPHX W PSSDFSW ILQWKOLUK W IDOKXGR ORIRHYWNQ G SODWIRUPV
SDWLHQW GDWDEDVHV LQGXFHG SOXULSRWHQW VWHP FHOO EDVHG GLVHDVH PRGHOOLQJ KLJK
SODWIRUPV IRU GUXJ VFUHHQLQJ SURILOLQJ DQG GHYHORSPHQW DV ZHOO DV PDQXIDFWXULQJ \
RXUVHOYHV IURP RXU FRPSHWLWIL®RGXVMADXYHDBH FRMEHFRKHQRORJI\ IXO0O\ LQWHJUDWHG GUXJ GL
WKHVH FXWWLQJ HGJH QH[W JHQHUDWLRQ SODWIRUPV DFURVV D VSHEFWUXP RI PRGDOLWLHV %'
IRFXVHG SDUWQHUVKLSV ZKLFK FDQ EH EDVHG RQ VWDQGDORQH DQG RU LQWHJUDWHG IHH IRU
SURMHFWYVY LQ WKH PRVW FRVW HIIHFWLYH DQG WLPHO\ PDQQHU WR GHOLYHU GUXJ FDQGLGDWH
DQG LQ WKH PDUNHW )XUWKHUPRUH ZH DOVR EXLOG VWUDWHJILF SDUWQHUVKLSYV ZKHUH ZH FR
RU WHFKQRORJ\ SODWIRUPV 7KH XOWLPDWH JRDO LV WR DOLJQ SDWLHQWVY QHHGV ZLWK WKH L

2XU QHWZRUN RI SDUWQHUV UDQJHV IURP OHDGLQJ SKDUPDFHXWLFDO FRPSDQLHVY VPDOO DQG
DGYRFDF\ JURXSY DQG YHQWXUH FDSLWDOLVWY DV ZHOO DV PLVVLRQ GULYHQ IRXQGDWLRQV DQC

(YRWHF V RIITHULQJ FRYHUV DOO DUHDV RI SUHFOLQLFDO 5 "' IURP 'LVFRYHU\ 6HUYLFHV WR 'HY
'LVWULEXWLRQ OHWDEROLVP ([FUHWLRQ 3$'0(" 7R[ 6ROXWLRQV ORUHRYHU ZH FRYHU WKH H(
PDQXIDFWXULQJ H[SHUWLVH LQ WKH ILHO%\ RIKPEURQRJIJDFFHWRSE NWMROWKBVEN SODWIRUPYV ZH IRUP UL
FUHDWH SRWHQWLDO GUXJV DQG LQWHOOHFWXDO SURSHUW\ E\ OHYHUDJLQJ RXU DVVHWYV WDUJI
GHYHORSPHQW RU QHZ FR FUHDWLRQ RI WKHUDSHXWLFV

$UWLILFLDO ,GWHD®G JAHDFHKH QH /HDUQLQJ 30/° H[SHUWLVH DQG FDSDELOLWLHV VXFK DV GHHS Ol
DUH XVHG ZKHUH HIIHFWLYH DORQJ WKH HQWLUH YDOXH FKDLQ WR FRPSOHPHQW WKH H[SHUWL'
GLIIHUHQWLDWHG UHVXOWYV E\ LOQOWHJUDWLQJ LOQWR HVWDEOLVKHG 5 ' FDSDELOLWLHYVY DQG XOWL
SUHFLVLRQ PHGLFLQHYV

2XU VHUYLFHVY DFURVV WKH FRQWLQXXP FDQ EH FOXVWHUHG LQ WKH IRXU DUHDV 'LVFRYHU\ 6H
7TR[ 6ROXWLRQV DQG -XVW * (YRWHF %LRORJLFV ZKHUH WKH ODWWHU UHSUHVHQWYV D VHSDUDWF
:LWKLQ RXU VHUYLFH FOXVWHUV ZH KDYH GHYHORSHG VSHFLILF DUHDV RI H[SHUWLVH DQG S
FDSDELOLWLHY GHVLIJQHG WR RIIHU KROLVWLF GUXJ GLVFRYHU\ DQG GHYHORSPHQW VROXWLRQV

7KH FRPSRVLWLRQ RI UHYHQXHY DQG SURILWDELOLW\ GHSHQGV RQ WKH FRPSRVLWLRQ RI VHUY
RZQHUVKLS RI WKH LQWHOOHFWXDO SURSHUW\ L H WKH GHJUHH RI LQWHJUDWLRQ RI SURSULHYV

]
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WR JHQHUDWH UHYHQXH IURP GHYHORSPHQW VXFFHVV :‘H EHOLHYH RXU SDUWQHUVKLS PRGHO L\
ZLWK GUXJ GLVFRYHU\

'"LVFRYHU\ 6HUYLFHV
(YRWHF V FRPSUHKHQVLYH WRROER[ FRPELQHV HVWDEOLVKHG 5 ' FDSDELOLWLHV DQG RXU LQ
XQGHUVWDQIGIA®BL PIYBVH PRGHOOLQJ SODWIRUP

2XU LQWHJUDWHG 'UXJ 'LVFRYHU\ WRROER[ LQFOXGHVY VHOHFWLRQ
+7DUJHW ,' 9DOLGDWLRQ

++LW ,GHQWLILFDWLRQ

+6WUXFWXUDO %LRORJ\

tOROHFXODU 'HVLJQ OHG&KHP

+ Q YLWUR %LRORJ\

+,Q YLYR 3KDUPDFRORJ\

+%LRPDUNHUYV

+%LRUHDJHQWVY &HOOXODU 6FLHQFHV

+(DUO\ )RUPXODWLRQ

t6DPSOH ODQDJHPHQW

+ Q VLOLFR GHVLJQ DQG $, 0/ SODWIRUPYV

+3URSULHWDU\ 7THFKQRORJ\ SODWIRUPV 3DQ2PLFV (YRWHFYV OROHFXODU 3DWLHQW 'DWDEDVH\
PRGHOOLQJ DQG WKHUDSLHYV

+3DQ2PLFV
3DQ2PLFV RXU PXOWL RPLFV VXSSRUWHG GUXJ GLVFRYHU\ SODWIRUP FRPELQHV LQGXVWULDO
DQDOWXNOW RQ WKH IRXQGDWLRQ RI RPLFV GDWD D QW KRHQ SFOXOUN XROUW FF X M QDGICPOH @\W P D@ \F DISHUER O \
GLVHDVH SURFHVVHV GLVHDVH PRGHOOLQJ LQ YLWUR DQG LQ YLYR WKH LGHQWLILFDWLRQ RI C
RI GUXJ FDQGLGDWHV LQ UHJDUGV WR VDIHW\ DQG HIILFDF\ DV ZHOO DV SDWLHQW VHOHFWLRQ

7KH RPLFV WHFKQRORJLHV LQ XVH FRYHU WKH ZKROH UDQJH RI ELRPROHFXOHV IURP JHQHV W|
DYDLODEOH SURFHVVHV IRU JHQRPLFVY ZH KDYH LQYHVWHG PDVVLYHO\ LQWR KLJK WKURXJI
PHWDERORPLFV PHWKRGYV 7KHVH PHWKRGV DOORZ XV WR VWXG\ GLVHDVH SURFHVVHV RQ DOO
PHFKDQLVPVY DQG GLVFRYHU\ RI QRYHO SUHGLFWLYH ELRPDUNHUV :H EHOLHYH RXU SURSULHWD
OHDGLQJ LQ WHUPV RI WKURXJKSXW VHQVLWLYLW\ UREXVWQHVV DQG FRVW HIILFLHQF\ LQ WKH

7KH UHVXOWYVY RIWHQ OHDG WR WKH VWUDWLILFDWLRQ RI VXE SRSXODWLRQV ZLWKLQ D EURDG
SHUVRQDOL]HG WKHUDSLHV 7KLV FKDQJH LQ SDUDGLJP KDV LQFUHDVHG WKH QHHG IRU QHZ $,
LQWHUSUHW DQG WUDQVODWH WKH YDVW DPRXQWYV RI LOQIRUPDWLRQ DQG GDWD WKDW LV EHLQ
DQG WKH SDWKRJHQHVLV RI LQGLYLGXDO GLVHDVHV 3DQ+XQWHU RXU LQWHJUDWHG GDWD DQD
IULHQGO\ PDQQHU DW WKH HQWHUSULVH OHYHO 8VHUV FDQ IUHHO\ LQWHUDFW ZLWK DQG FRPE
LPPHGLDWHO\ DQG FDQ EH LQWHUSUHWHG RU XVHG DV LQSXW IRU VXEVHTXHQW VWHSV 7KLV U
RWKHU VLPLODU WRROV

+( 03" (YRWHFxV OROHFXODU 3DWLHQW 'DWDEDVHV

7KH GUXJ GLVFRYHU\ SURFHVV VWDUWYV ZLWK D IXQGDPHQWDO XQGHUVWDQGLQJ RI PROHFXODU
PROHFXODU OHYHO RI GLVHDVH SURFHVVHV LV WKH RQO\ ZzD\ WR GHYHORS GLVHDVH PRGLI\LQ
SURSULHWDU\ PROHFXODU SDWLHQW GDWDEDVHV LQ QXPEHU RI GLVHDVH DUHDV LQFOXGLQJ FI
PHWDEROLF GLVHDVHV LPPXQRORJ\ LQIODPPDWLRQ 3, ,” DQG QHXURQDO GLVHDVHV

8WLOL]LQJ WKH 3DQ2PLFV GDWD JHQHUDWLRQ SODWIRUPV ZH FRQGXFWHG PROHFXODU SURILO
JHQHUDWHG FUXFLDO PROHFXODU SDWLHQW GDWD UHTXLUHG WR GULYH SUHFLVLRQ PHGLFLQH
ZKLFK LV EDVHG RQ GDWD IURP RYHU &." SDWLHQWY 7R RXU NQRZOHGJH WKLV FRQVWL'
ZRUOGZLGH DQG QRZ FRQVWLWXWHY PRUH WKDQ VL[ KXQGUHG ELOOLRQ GDWD SRLQWYV

%DVHG RQ WKH VWUHQJWK RI RXU PROHFXODU &.'" SDWLHQW GDWDEDVH ZH KDYH EXLOW IRX

SURPLQHQW SKDUPDFHXWLFDO FRPSDQLHV VXFK DV %D\HU 9LIRU QRZ 3&6/ 9LIRU’ 1RYR 1RU
FROODERUDWLRQV DUH VWUXFWXUHG DV PXOWL WDUJHW DJUHHPHQWY SXUVXDQW WR ZKLFK DQ

]
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:KLOH RXU PROHFXODU SDWLHQW GDWDEDVH LQ &.' LV WKH PRVW FRPSUHKHQVLYH VHW RI GDV
PROHFXODU SDWLHQW GDWDEDVHY LQ RWKHU GLVHDVH DUHDV H J PHWDEROLF DQG FDUGLDF
7KH RSSRUWXQLW\ WR GHULYH QHZ WDUJHWY DQG WKHUDSLHV LQ WKHVH GLVHDVH DUHDV LV W|
VWUDWHILF DOOLDQFHV

+L36& EDVHG GLVHDVH PRGHOOLQJ

7KH LPSURYHG PROHFXODU XQGHUVWDQGLQJ RI GLVHDVH SURFHVVHY DQG WKHUHIRUH RI VXE S
PRUH GLVHDVH UHOHYDQW LQ YLWUR PRGHOV HVSHFLDOO\ XVLQJ SDWLHQW GHULYHG GLVHD
XQGHUVWDQGLQJ RI PROHFXODU GLVHDVH SURFHVVHV LQ SDWLHQWV ZLWK L36& EDVHG SDWLI
SURILOLQJ DQG $, 0/ VXSSRUWHG GDWD DQDO\WLFV LV D XQLTXH VHW XS WR VHDPOHVVO\ SURV
GLVFRYHU\ SURJUDPV

L36& FHOO DVVD\V HQDEOH D PRUH DFFXUDWH PRGHOOLQJ RI GLVHDVHY DQG WKHUHIRUH UHSUH
SUHFOLQLFDO VWDJHVY 3DWLHQW GHULYHG L36&V RIITHU XQSUHFHGHQWHG RSSRUWXQLWLHV IRL
WKH GHYHORSPHQW RI PRUH HIILFDFLRXV DQG VDIHU GUXJV 6LQFH ZH KDYH EXLOW DQ L36«
GULYHQ GUXJ GLVFRYHU\ SODWIRUP DQG FDQ EH DSSOLHG WR D EURDG UDQJH RI WKHUDSHXW
DFFXUDWH DQG VFDODEOH PRGHOV WR LQYHVWLIJDWH GLVHDVH DHWLRORJ\ DQG WR LQGXVWULL
DQG UREXVWQHVYV LQ PLQLDWXUL]JHG ZHOO IRUPDW

:KLOH L36& GLVHDVH PRGHOV DUH WUDGLWLRQDOO\ XWLOLJ]HG LQ WZR GLPHQVLRQDO PRQREFX
WHFKQRORJLHV VXFK DV FR FXOWXUHVY DQG RUJDQRLGYV WR DWWDLQ JUHDWHU SK\VLRORJLFD
QRYHO GUXJ FDQGLGDWHY RQ L36& GHULYHG PRGHOV IURP D UHSUHVHQWDWLYH VDPSOH RI KXF
PXOWLSOH DUHDV RI GUXJ GLVFRYHU\ *+ IURP HDUO\ VWDJHYV RI OHDG RSWLPL]DWLRQ WR UHJXOTI

'"HYHORSPHQW ODQXIDFWXULQJ 6HUYLFHV

‘H SURYLGH D RQH VWRS VKRS IRU GUXJ GHYHORSPHQW DQG $FWLYH 3KDUPDFHXWLFDO ,QJUHGL
ZLWK RXU SDUWQHUV WR GHVLJQ DQG H[HFXWH WKH EHVW VWUDWHJ\ IRU UDSLG HQWU\ LQWR 1|
VXSSO\ IRU 3KDVH ,, DQG 3KDVH ,,, VWXGLHV

+,1'L*2 ,QYHVWLJDWLRQDO 1HZ 'UXJ U,1'0 (QDEOLQJ 3URJUDP

,1'L*2 LV D IXOO\ LQWHJUDWHG GHYHORSPHQW SURJUDP LQ ZKLFK FOLQLFDO HQDEOLQJ GUXJ VX
UHJXODWRU\ DFWLYLWLHYV DUH FRQGXFWHG DW D VLQJOH VLWH DQG ZLWKLQ D VLQJOH FRQWUDF
FOLQLFDO WULDO DSSOLFDWLRQ 3&7%$° VXEPLVVLRQ $00 WKHVH DFWLYLWLHYV DUH JRYHUQHG E
KDUPRQL]JHG ZLWK RXU IXOO\ HTXLSSHG UHJXODWRU\ VXSSRUW WHDP SURYLGLQJ D UREXVW VW
FRRUGLQDWLRQ WR DFFHOHUDWH GUXJ FDQGLGDWHY LQWR WKH FOLQLF ,QVWHDG RI VLQJOH Vt
EULQJLQJ D QHZ GUXJ FDQGLGDWH LQWR WKH FOLQLF

+)XOO\ LQWHJUDWHG $3, FDSDELOLWLHYV

2XU $3, FDSDELOLWLHY HQFRPSDVV SURFHVV FKHPLVWU\ DQDO\WLFDO DQG PDQXIDFWXULQJ R:
DQDO\WLFDO GHYHORSPHQW VHUYLFHV XVLQJ VWDWH RI WKH DUW ODERUDWRU\ IDFLOLWLHYV D¢
FOLQLFDO XVH FOLQLFDO WULDOV DQGRVFRYEUWF FRIR SKRIAMRHH ZDW/ KW XSGDWWDQGDUGY DQG WI
DXGLWYV DQG UHJXODWRU\ LQVSHFWLRQV ZH KDYH DQ LQGHSHQGHQW 4XDOLW\ $VVXUDQFH XQ
PDQXIDFWXULQJ RSHUDWLRQV DUH FR ORFDWHG DW IDFLOLWLHV LQ $ELQJGRQ 8. DQG 9HURQD

+L36& EDVHG FHOO WKHUDS\

:H KDYH EXLOW D IXO0O\ LQWHJUDWHG HQG WR HQG SODWIRUP WR GHYHORS DQG PDQXIDFWXUH |
5" WR GHYHORS LQQRYDWLYH SURSULHWDU\ SURGXFW FDQGLGDWHY WR DFFHOHUDWH SLSHOLQC
SUHFOLQLFDO SURGXFW FDQGLGDWH SLSHOLQH HQFRPSDVVHV LPPXQRWKHUDSLHV IRU FDQFH!
WDUJHWLQJ GLDEHWHY DQG KHDUW IDLOXUH 2XU SODWIRUP LQWHJUDWHY FXWWLQJ HGJH JHQ
PDQXIDFWXULQJ FOLQLFDO GHYHORSPHQW FDQGLGDWHY ORFDWHG QHDU ORGHQD
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&\SURWH[ $'0( 7TR[ VROXWLRQV
&\SURWH[ HQDEOHV DQG HQKDQFHV WKH SUHGLFWLRQ RI KXPDQ H[SRVXUH FOLQLFDO HIILFDF\ I
FRPELQH TXDOLW\ GDWD IURP D FRPSUHKHQVLYH SRUWIROLR RI LQ YLWUR DVVD\V ZLWK OHDGLQ
DEVRUSWLRQ GLVWULEXWLRQ PHWDEROLVP H[FUHWLRQ 3%$'0(°" 7R[ILHOG WR DGG YDOXH FRQW
VHUYHV VHYHUDO GLIIHUHQW LQGXVWULHV LQFOXGLQJ WKH SKDUPDFHXWLFDO DQG ELRWHFK Sl
DJURFKHPLFDO LQGXVWULHYV

7KH UDQJH RI &\ SURWH[ $'0( 7R[ 6ROXWLRQV HQFRPSDVVHYV
,Q YLWUR $'0( DQG SKDUPDFRNLQHWLF 33.°

,QWHJUDWHG DQG VWDQGDORQH ELRDQDO\VLV

,Q YLWUR DQG LQ VLOLFR WR[LFRORJ\

3K\WLFRFKHPLFDO SURILOLQJ

ORGHOOLQJ DQG VLPXODWLRQ

+ + + H+ I+

“XVW(YRWHF %LRORJLFV
(% LV RXU DGYDQFHG DSSURDFK WR GHVLJQLQJ GLVFRYHULQJ RSWLPL]LQJ GHYHORSLQJ DQG
VLWH WR 6DQGR] FORVHG LQ 'HFHPEHU PDUNV D VWUDWHJILF PLOHVWRQH IRU (YRWHF LQ
H SHOGWMWH : LW WH VDBI R WH - ( % 7 RXEGXVH VW VBV EDFN [LRP RZ QQ) MUIH VDB ELRBILFY P DQXICAXUQ) DQG P RYIQ) \RZ DUG D QIKWU
SDURHIKLS IRFXVHG P RGHD 7KH GHDO VAHIWHYY ( YRWEV QTXIGIW Z KLB! NHBLQI DFFHW VR BRQJ WP UHYHOXH WILRXIK WRKQREBI\  QFHOWY
PLOHVWRQHY DQG UR\DOWLHV 7KLV VKLIW LQ VWUDWHJI\ DOORZV (YRWHF WR IRFXV PRUH RQ
ZLWKRXW FDUU\LQJ WKH KHDY\ LQYHVWPHQW EXUGHQ RI UXQQLQJ D IXOO ELRORJLFV SURGXFWL
&'02 VHUYLFHV LQ WKH 6HDWWOH DQG 5HGPRQG VLWHV DV ZHOO DV OLFHQVLQJ RXW LWV SURS!I
ZHOO DV LWV IXO0O VXLWH RI HQG WR HQG FRQWLQXRXV PDQXIDFWXULQJ ,3

(YRWHF DFTXLUHG -XVW %LRWKHUDSHXWIW\2 (WREWHFT XHIRW GV LFAVIOAKP B SUHVHQWHG RXU HQWU\
JURZLQJ PDUNHW RI FRPPHUFLDO ELRORJLFV DQG H[SDQGHG RXU PXOWL PRGDOLW\ FDSDELOLW!|
DJLOH IOH[LEOH DQG FRVW HIIHFWLYH PHWKRG RI ELRORJLFV GLVFRYHU\ GHYHORSPHQW DQG P
WKHUDSLHV 7KLV SRZHUIXO KRUL]JRQWDOO\ LQWHJUDWHG HQG WR HQG V\VWHP LV FDOOHG - '(6,

2XU IXO0 VXLWH RI FDSDELOLWLHYV IURP GLVFRYHU\ WR FRPPHUFLDO VXSSO\

RI ELRORJLFV LQFOXGHYV

+t$QWLERG\ GLVFRYHU\ - +8%/

+t$QWLERG\ PROHFXODU RSWLPL]DWLRQ DQG FDQGLGDWH VHOHFWLRQ VHUYLFHV XWLOL]LQJ VWD
ELRFKHPLFDO FKDUDFWHUL]DWLRQ - O'

+3URFHVV DQG SURGXFW GHVLJQ IRU KLIJKO\ HIILFLHQW KLJK WLWHU IOH[LEOH PDQXIDFWXULQJ

+&HOO OLQH DQG PHGLD GHYHORSPHQW VHUYLFHV

t&RQWLQXRXV DQG VHPL FRQWLQXRXV ELRPDQXIDFWXULQJ XQGHU *03 IRU FOLQLFDO DQG FRPPHI
+7HFKQRORJ\ SDUWQHUVKLSV

+/LFHQVLQJ RI RXU SURSULHWDU\ - &+2 FHOO OLQH SURSULHWDU\ - OHGLD IRU SHUIXVLRQ

ELRPDQXIDFWXULQJ OLQHYV DQG IDFLOLWLHYV

7KH - 32' LV D ODWH VWDJH FOLQLFDO DQG FRPPHUFLDO PDQXIDFWXULQJ IDFLOLW\ $ - 32" VW
GHYHORSPHQW RI KLIJIKO\ SURGXFWLYH SURFHVVHV WKDW FDQ EH H[HFXWHG LQ UHODWLYHO\ VPD
FRPPHUFLDO PDUNHW QHHGV LQ D VLQJOH IDFLOLW\ 7KHVH KLJKO\ LQWHQVLILHG SURFHVVHV Ul
332'V" RU FOHDQURRPV DQG EHFRPH WKH FRUH PDQXIDFWXULQJ VSDFH LQ D - 32' IDFLOLW\ 6LC
FHQWUDO DQG &%$3(; LOQWHQVH XWLOLWLHV OLNH 3SFOHDQ LQ SODFH" RU 3VWHULOL]H LQ SODFH"

SLSLQJ bQG ODUJH VWDLQOHVYVY VWHHO YHVVHOV WKDW PXVW EH SUHFLVHO\ EXLOW DQG YDOLGD
DVVHPEOHG ZKLOH WKH SODQW LV EHLQJ FRQVWUXFWHG VR WKDW WKH WLPH DQG FRPSOH[LW\ RI

J)LQDOO\ LQVWHDG RI LQFUHDVLQJ WKH VL]H RI ELRUHDFWRUYVY DQG SURFHVVLQJ VWHSV WR H[S
DGGLWLRQDO ELRUHDFWRUV RI WKH VDPH VL]H DUH HVVHQWLDOO\ 3FORQHG ~ ,Q HVVHQFH ZH 3\
GD\V UDWKHU WKDQ 3VFDOH XS DQG HIIHFWLYHO\ UHGXFH VFDOH XS ULVNV E\ PDQXIDFWXULQC
FRPPHUFLDO PDQXIDFWXULQJ 2XU SURFHVVHV DUH KLJKO\ S LQWHQVLILHG ~ XVLQJ FRQWLQXRXYV
DPRXQWYV RI KLJK TXDOLW\ GUXJ VXEVWDQFH ZLWK D UHODWLYHO\ VPDOO ELRSURFHVVLQJ IRRWS

]
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7R HQKDQFH RXU PDQXIDFWXULQJ FDSDELOLWLHV LQ $XJXVW ZH RSHQHG RXU ILUVW - 32' D
5HGPRQG :DVKLQJWRQ 8QLWHG 6WDWHV LQ DGGLWLRQ WR RXU H[LVWLQJ HDUO\ VWDJH IDFLO
6WDWHV %HFDXVH RXU - 32' 56HGPRQG IDFLOLW\ FRQWDLQV FOLQLFDO DQG FRPPHUFLDO SURFHV
WUDQVIHU DQG HOLPLQDWH VFDOH XS ULVN 7KH VLWH ZLOO EH DEOH WR SURGXFH RQ D ODUJH |
DQG ZLOO PDLQO\ VXSSO\ PDUNHWYV LQ 1RUWK $PHULFD

$V JOREDRDQG IRU IOH[LEOH ELRORJLFV FDSDFLW\ DQG IRU PRUH DIIRUGDEOH DFFHVV WR PHC
7RXORXVH )UDQFH LQ 6HSWHPEHU 6LQFH -XO\ WKH VLWH KDG®GDEHIRIRGERIZEQW MWGVHQ
DJUHHPHQWY IRU WKH GHYHORSPHQW PDQXIDFWXULQJ DQG ODXQFK RI VHOHFW ELRVLPLODUV 2
WHUP VKHHW RQ D SODQQHG VDOH RI -XVW = (YRWHF %LRORJLFV (8 LQ 7TRXORXVH WR 6DQGR] IR
ILQDO FORVLQJ RQ 'HFHPEHU 7KH DJUHHPHQW LQFOXGHY DSSUR[LPDWHO\ 86" PLQ FDVI
7RXORXVH DQG XSIURQW WHFKQRORJ\ OLFHQVH IHHV WR (YRWHF V FRQWLQXRXV PDQXIDFWXUL
GHYHORSPHQW UHYHQXHV LQFOXGLQJ VXFFHVV EDVHG PLOHVWRQHY DGGLQJ XS WR PRUH WKDQ
FRPPLWPHQWY 7KH WUDQVDFWLRQ DOVR FRYHUV UR\DOWLHV RQ D SRUWIROLR RI XS WR WHQ E
86' EQ RI RULJLQDWRU QHW VDOHV (YRWHF ZLOO FRQWLQXH WR VHUYH LWV FXVWRPHUV LQ W
GRZQVWUHDP DQDO\WLFDO DQG IRUPXODWLRQ GHYHORSPHQW DV ZHOO DV ILUVW LQ KXPDQ W
SURYLGHV YDOLGDWLRQ DQG XQGHUVFRUHV WKH VWUHQJWK RI (YRWHF V WHFKQRORJ\ DQG KHU
GULYH FXVWRPHU GHPDQG DQG VXSSRUW IXUWKHU IXWXUH OLFHQVLQJ RSSRUWXQLWLHV IRU |
YXUWKHU WKH WUDQVDFWLRQ HYLGHQFHG WKH VWUDWHJILF VKLIW RI WKH -(% EXVLQHVV DZD\
EXVLQHVV PRGHO ZKLFK FRPELQHV H[LVWLQJ &'02 VHUYLFHV DW WKH 5HGPRQG IDFLOLW\ ZLWK
HQG WR HQG FRQWLQXRXV PDQXIDFWXULQJ SURFHVV LQFOXGLQJ FHOO OLQHV PHGLD DQG YHFV

(YRWHF YHQWXUHV (TXLW\ LQYHVWPHQWYV

(YRWHFTV HTXLW\ VWUDWHJ\ VWDUWHG ZLWK WKH FUHDWLRQ RI (YRWHFTV VSLQRXW RI 7RSDV 7}
SURGXFWV WHFKQRORJ\ SODWIRUPV FRPSDQLHV DQG LQYHVWPHQW IXQGV ZLWK WKH JRDO RI RI
RXU UROH DV DQ RSHUDWLRQDO SDUWQHU DQG SRWHQWLDO SUHFOLQLFDO DQG FOLQLFDO VXFI
YDOXDWLRQ RI LQGLYLGXDO SRUWIROLR FRPSDQLHV 7KLV FRXOG OHDG WR UHWXUQV RQ LQYHVV
PHDQWLPH ZH JHQHUDWH IHH IRU VHUYLFH DQG )7( UDWHV EDVHG UHYHQXHV ZLWK RXU SRUWII
GHSHQGV RQ WKH VFLHQWRLVIVHGERYUGKBOPR MDKFHK FKDQJH RI RXU VWU PWHE QLR & DUHFIVG RMOL B[ LW
HTXLW\ EXVLQHVV ZH UHGXFHG RXU HTXLW\ LQYHVWPHQW H[SRVXUH VLJQLILFDQWO\ GXULQJ
'"HEHPEHU 'DUN %OXH 7KHUDSHXWLFV ZKLFK DGYDQFHV ILUVW LQ FODVV VPDOO PROHFXOH
$PJHQ (YRWHF KDG EHHQ LQYHVWHGVL@FBIUN % @KH Q7 KNHUD 5 R R B/ 6 R Z PWK HRKFDEEHHP RFX WD UW Q H U V K
/1$%

'LWK WKH GLYHVWPHQW RI 5HFXUVLRQ DW WKH HQG RI ZH KDG DOUHDG\ VLIJQLILFDQWO\ UH
WKURXJIKRXW $V RI '"HFHPEHU ZH VWLOO KDYH HTXLW\ HQJDJHPHQWY LQ RXU HTXLYV
BKDUPDFHXWLFDOV (,5 %LRWKHUDSLHV ,0,'RPLFV ,PPXQLWDV 7KHUDSHXWLFV 6HUQRYD 7RSDV
DFWLYH RQJRLQJ FOLQLFDO WULDOV 3KDVH , DQG ,, 2XU RZQHUVKLS UDQJHV IURP WR LC

RU VLIJQLILFDQW LQIOXHQFH DUH UHFRJQL]JHG LQ RXU DFFRXQWYV 3DW HTXLW\’

(YRWHF YHQWXUHWS58PFPRGHPLF

‘H KDYH GHYHORSHG D PRGHO WR DFFHOHUDWH WKH WUDQVODWLRQ RI DFDGHPLF DVVHWYV E\ LQL
(ITLFLHQFLHV 3%5,'*(V’ RXU SURMHFW LQFXEDWLRQ SURJUDP GHVLJQHG WR SURPRWH WKH HD!
ZLWK DFFHVV WR D EURDG SRUWIROLR RI ILUVW LQ FODVV WKHUDSHXWLFV DFURVY DFDGHPLF L
SURMHFWYV WR WKH QH[W YDOXH LQIOHFWLRQ SRLQWYV ZKLFK HQDEOHV WKH IRUPDWLRQ RI VSLQ

2SHUDWLRQDOO\ %5,'*(V IDOO LQWR WKUHH FDWHJRULHVY L &RQWUDFWXDO SDUWQHUVKLSV ZL
WKH DLP RI FR FUHDWLQJ ELRWHFK FRPSDQLHV LL HTXLW\ LQYHVWPHQWYV LQ VWDUW XS V
LLL FRQWUDFWXDO SDUWQHUVKLSV ZLWK XQLYHUVLWLHY DQG D SKDUPD FRPSDQ\ WR FR FUHDW
FRPSDQ\ FUHDWLQJ %5,'*( SDUWQHUVKLSV /$% %% EH/$% EH/$% 'DQXEH /DEV D %°
/$% WKUHH LQYHVWPHQWY LQ VWDUW XS VWXGLRV $XWREDKQ /DEV $UJRELR DQG ([WHQG DQ

%\ WKH HQG RI %5,'*(V KDG EXLOW D SRUWIROLR RI DURXQG SURMHFWY HQJDJHG ZLWK
DFFRPSOLVKPHQWY SRVLWLRQ %5,'*(V DV D QRWDEOH DQG LPSDFWIXO SUH VHHG LQLWLDWLYH ZL

]
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&R GHYHORBPHQRGXFWYV WR EHQHILW IURP VXFFHVV EDVHG SD\PHQWYV

7KH FKDUW EHORZ SURYLGHV DQ RYHUYLHZ RI DFWLYH SURMHFWYV WKHUDSHXWLFV WKDW ZH DU
EH VXEMHFW WR FR GHYHORSPHQW DOOLDQFHV LQ "WKHPIEHMUXUH WiSI) SIRWWOQRIWIHRG RBIL S H R MEIH W V $IMC
FRPSRVHG RI WZR SURMHFWYV LQ 3KDVH ,, DQG ILYH SURMHFWY LQ 3KDVH ,

7KH PDMRULW\ RI GUXJ FDQGLGDWHYV LQ WKH SLSHOLQH ZHUH GLVFRYHUHG LQ FROODERUDWLR
FRQWUDFW (YRWHF LV HOLJLEOH WR UHFHLYH UR\DOW\ RU PLOHVWRQH SD\PHQWYV IRU WKRVH F
HI[FOXGLQJ SURMHFWYV ZLWK UR\DOWLHV RQO\ $Q DGGLWLRQDO SURMHFWY DUH HOLJLEOH II
IXWXUH ZH ZLOO IRFXV RQ FR GHYHORSHG SURMHFWYV DQG ZLOO VHOHFWLYHO\ SXUVXH LQGHSH
FRQFHSW RI RXU SODWIRUPV 7KH FKDUW DERYH GRHV QRW FRQWDLQ FDQGLGDWHYV WKDW DUH E
DQ HTXLW\ VWDNH )RU WKHVH SURMHFWYV ZH KDYH QR ULJKWV WR EHQHILW IURP PLOHVWRQH
+RZHYHU ZH FRXOG EHQHILW IURP YDOXH DFFUHWLRQ UHODWHG WR WKH SURJUHVV RI WKHVH DV

(I WHUQDO IDFWRUV LQIOXHQFLQJ (YRWHF@V EXVLQHVV
7KHUH DUH VHYHUDO H[WHUQDO DQG HVSHFLDOO\ PDFURHFRQRPLF IDFWRUV LPSDFWLQJ (YRWHF

LQ WKH FKDBQHWPHQW ERDUGTV JHQHURDVOH B YW HARRHRPLSRYHW BD MLRIQFRQRPLF &RQGLWLRQV D
(QYLURQPHQW " SDJH 32SHUDWLRQDO DQG EXVLQHVV HQYLURQPHQW  SDJH DV ZHOO DV L¢

0),1$1&,$/3(5)250%1&( ,1',&%$7256 O

7KH ODQDJHPHQW %RDUG KDV FRPPLWWHG WR WKH IROORZLQJ ILQDQFLDO REMHFWLYHV FRQWLC
SURILWDELOLW\ 7KH *URXSYV ORQJ WHUP NH\ ILQDQFLDO SHUIRUPDQFH LQGLFDWRUYV DUH GHILQ

7KH *URXSTV SHUIRUPDQFH LV PHDVXUHG DJDLQVW EXGIJHWHG ILQDQFLDO WDUJHWY DQG WKH SU

,Q DGGLWLRQ PDQDJHPHQW WKRURXJKO\ DQDO\VHVY DOO FRVWV ZLWK D IRFXV RQ FRVW RI

DGPLQLVWUDWLYH H[SHQVHV /LTXLGLW\ OHYHOV DUH PRQLWRUHG LQ FRPSDULVRQ WR IRUHFDYV
DUH UHYLHZHG RQ D UHJXODU EDVLV ZLWK DQ HPSKDVLV RQ WKH UHFHLSW RI FRQWUDFW UHVH
PDQDJHPHQW ,QYHVWLQJ DFWLYLWLHY OLNH FDSLWDO H[SHQGLWXUH HTX PERIOWIRQDR FBU B QFER P
DJDLQVW EXGJHW HYHU\ PRQWK %DODQFH VKHHW VWUXFWXUH HTXLW\ UDWLR DQG QHW GHEW C
WRROV 7UHDVXU\ PDQDJHPHQW LV XQGHUWDNHQ RQ DQ RQJRLQJ EDVLV ZLWK D IRFXV RQ FDVK |
IXQGLQJ DQG LQYHVWPHQW RSSRUWXQLWLHY 9DOXH DQDO\VHV EDVHG RQ GLVFRXQWHG FDVK 10
PHWULFV IRU (YRWHFYV LOQYHVWPHQW GHFLVLRQV UHJDUGLQJ 0 $ SURMHFWY HTXLW\ LQYHVWPH(

]
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(YRWHF UHYLHZV D QXPEHU RI NH\ SHUIRUPDQFH PHWULFV DQG QRQ *$%$3 PHDVXUHV *HQHUDOO\
LWV EXVLQHVV PDNH GHFLVLRQV DERXW ZKHUH WR DOORFDWH WLPH DQG LQYHVWPHQWY DQG D\
PHDVXUHV VHW IRUWK EHORZ VKRXOG EH FRQVLGHUHG LQ DGGLWLRQ WR QRW DV D VXEVWLW
DFFRUGDQFH ZLWK ,)56 7KH IROORZLQJ WDEOH VHWV IRUWK WKHVH PHWULFV DV RI DQG IRU WKH

(< ).1%$1&.%$/ 3(5)250%1&(_.1',&%$7256

LQ N

S5HYHQXHV

5" H[SHQVHYV

$GMXVWHG *URXS (%,7'$

5 ' H[SHQVHV IXQGHG E\ (YRWHF
$GMXVWHG IRU FKDQJHV LQ FRQWLQJHQW FRQVLGHUDWLRQ HDUQ RXW DQG LWHPV WKDW LQ PDJQLWXGH QDWXUH
(YRWHF

S5HYHQXHYV
30HDVH UHIHU WR WKH 3% XVLQHVV PRGHO DQG JHQHUDWLRQ RI UHYHQXHV" VHFWLRQ DERYH

5 ' H[SHQVHV
(YRWHFYV 5 ' H[SHQVHV FRPSULVH H[SHQVHV LQFXUUHG LQ FRQQHFWLRQ ZLWK LQYHVWPHQWYV L
HDUO\ VWDJH GUXJ GLVFRYHU\ SURMHFWYV IRU IXWXUH SDUWQHUVKLSV DV ZHOO DV RYHUKHDG H|

$GMXVWHG *URXS (%,7'$

$GMXVWHG *URXS (%,7'$ LV GHILQHG DV QHW LQFRPH ORVV DGMXVWHG IRU LQWHUHVW WD[HV
JRRGZLOO DQG RWKHU LQWDQJLEOH DQG WDQJLEOH DVVHWV WRWDO QRQ RSHUDWLQJ LQFRPH
WKDW LQ PDJQLWXGH QDWXUH RU RFFXUUHQFH ZRXOG GLVWRUW WKH SUHVHQWDWLRQ RI WKH IL

$GMXVWHG *URXS (%,7'$ LV UHSRUWHG DV DQ DGGLWLRQDO SHUIRUPDQFH LQGLFDWRU DQG GRH
*URXS (%,7'$ VKRXOG QRW EH FRQVLGHUHG DV DQ DOWHUQDWLYH WR QHW LQFRPH DV D PHDVXUFL
EHFDXVH LW LV D NH\ PHWULF XVHG E\ WKH (YRWHF ODQDJHPHQW %RDUG WR DVVHVV WKH *URXS
(%,7'$ LV DQ DSSURSULDWH PHDVXUH RI RSHUDWLQJ SHUIRUPDQFH EHFDXVH LW HOLPLQDWHV
RSHUDWLRQDO SHUIRUPDQFH RI WKH XQGHUO\LQJ EXVLQHVV

$ UHFRQFLOLDWLRQ RI WKH QHW UHVXOW ZLWK WKH DGMXVWHG *URXS (%,7'$ FDQ EH IRXQG LQ V
5HSRUW 7KH &RPSHPHUITRUPDQFH FRPSDUHG WR SODQQHG ILIJIXUHV FDQILEHHD OFFAQ@OG IS WRHPBRIPIS O
ZLWK IRUHFDVW" FKDSWHU

0121 ),1%$1&,%$/ 3(5)250%$1&( ,1',&%$7256 O

%LRWHFKQRORJ\ LV D UHVHDUFK GULYHQ DQG HPSOR\HH EDVHG LQGXVWU\ &RQVHTXHQWO\ IL
SLFWXUH RI WKH *URXSTV SRWHQWLDO IRU YDOXH FUHDWLRQ (YRWHFfV PDQDJHPHQW WKHUHIF
*URXS HJ WRWDO QXPEHU RI FXVWRPHUV QXPEHU RI FXVWRPHUV ZKR FRQWULEXWHG PRUH WKI

I1XPEHU RI FXVWRPHUV
(YRWHF ZRUNHG XLWRPHUV LQ 7KLV QXPEHU FRQILUPVY WKH EURDG UDQJH RI RXU GUXJ GLVF
IRFXV RQ KLIJKHU YDOXH VHIPHQWWYLRQG LQWHZIUDWNRBHDODWYHUH DGGHG@G FRPSDUHG WR

$Q HOQWLW\ ZLWK PXOWLSOH VXEVLGLDULHV VHJPHQWY RU GLYLVLRQV LV GHILQHG DQG FRXQWH
PXOWLSOH VXEVLGLDULHVY VHJPHQWYV RU GLYLVLRQV WKDW DUH SDUW RI WKH VDPH HQWLW\

IXPEHU RI FXVWRPHUV ZKR FRQWULEXWHG PRUH WKDQ P WR UHYHQXH
7KH QXPEHU RI FXVWRPHU DOOLDQFHVY WKDW JHQHUDWHG URRYHQXHV RI PRUH WKDQ % P SHU \lI

]
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%ULVWRO OH\HUV 6TXLEE DQG 6DQGR] DFFRXQW IRU PRUH WKDQ RI' JURXS UHYHQXHV LQGLYL
PRUH WKDQ RI WKH JURXS UHYHQXH

&86720(5 (92/87.21 $1' &2175,%87,21

7KH WRS FXVWRPHUVY FRQWULEXWLRQ WR @WRWDR® URBRYHQXHYV LQFUHDVHG IURP

(92/87.21 2) &86720(5 &21&(175%$7,21

5HSHDW EXVLQHVV

(YRWHF KDV GHPRQVWUDWHG VROLO®G W XSWHWRPHL BEAHWKK \8 HRIG@ HDWMWDHWW RI UHYHQXHV IURP FXVWR
ZLWKLQ WKH SULRU RMDDERYWKQ HDFK RI WKH ODVW WKUHH \HDUV (YRWHF UHYLHZV LWV UHSH
FXUUHQW UHWHQWLRQ URQWHWVP DIHSHDW) HEX VLGV L Q Q (YRWHF EHOLHYHV WKDW LWV VLJQLILI
EXVLQHVV LV SULPDULO\ GXH WR WKH DELOLW\ WR DFKLHYH VXFFHVV DQG KLJK VDWLVIDFWLRQ
UHSHDW EXVLQHVV IURP LWV FXVWRPHUV ZLOO EH DQ LPSRUWDQW GULYHU RI UHYHQXH JURZWK
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6+$5( 2) $118%/ 5%B(B.71 (66

O5(6($5&+%1"' '(9(/230(127 O

,Q (YRWHF FRQWLQXHG WR SURJUHVV LWV SURMHFWY HJ LQ FHQWUDO QHUYRXV VA\VWHP G
LQIODPPDWLRQ NLGQH\ GLVHDVHV PHWDEROLF GLVHDVHV RQFRORJLFDO GLVHDVHV DQG UDUH
OHYHUDJLQJ SURSULHWDU\ SODWIRUPV WR HQDEOH XSVLGH EHDULQJ VWUDWHJILF GHDOV D)
QHXURGHIJHQHUDWLYH GLVHDVHV RU RXU OORYRXVRRUFBAONERUG WRRDVWILWKQOWKH ILHOG RI NLGQ
SURSULHWDU\ OROHFXODU 3DWLHQW 'DWDEDVH DQG 3DQ2PLFV SODWIRUPV $FFHVV WR RXU ¢
FRPSRQHQWY VXFK DV PLOHVWRQHV SD\PHQWY OLFHQVHV DQG UR\DOWLHV +HQFH RXU 5 ' H[S}
WLPH ZKLFK LV GHVFULEHG LQ PRUH GKWDAY HQ@ MRSAESAWRBM MUY W RYHHGHHAV IURP VXFFHVV EDVH

(YRWHF V5 "' LQYHVWPHQWY FRRFRXHURQJISVOWWDRMHRLF RSSRUWXQLWLHY LQYHVWPHQWY LQ WKHUD S
XQGHUO\LQJ SODWIRUPV 6WUDWHJLF RSSRUWXQLWLHY LQFOXGH LQ SDUWLFXODU LQYHVWPHQ\
FHOO WKHUDS\ DQG WDUJHWHG SURWHLQ GHJUDGDWLRQ

‘H H[SHFW WR LQYHVW D VLJQLILFDQW DPRXQW LQ 5 ' LQ WKH FRPLQJ \HDUV +RZHYHU WKH LQY
LQ (YRWHFfV FDSDELOLWLHV WR LPSURYH HIILFLHQF\ DQG SUHFLVLRQ PHGLFLQH SODWIRUPV
HQYLURQPHQW

O ,17(//(&78%/ 3523(57< O

(YRWHF VHHNV WR SURWHFW DQG HQKDQFH WKH YDOXH RI LWV SURSULHWDU\ GUXJ GLVFRYHU\
SURFHVVHV WHFKQRORJLHV LQYHQWLRQV DQG PHWKRGV DQG WKHLU DSSOLFDWLRQ WR WKH
PHWKRGV RI PDQXIDFWXUH WKURXJK WKH ILOLQJ RI LQWHOOHFWXDO SURSHUW\ (YRWHF SXUV
WHFKQRORJ\ SODWIRUPY DQG WKHLU DSSOLFDWLRQ WR WKH UHVHDUFK DQG GHYHORSPHQW RI
SURSHUW\ VWUDWHJ\ LV WR SURYLGH SURWHFWLRQ IRU WKH &RPSDQ\TfV SODWIRUPYV DQG SLSHOI
SURSHUW\ SURWHFWLRQ IRU DVVHWYV WKDW PD\ EH XVHG LQ IXWXUH GHYHORSPHQW SURJUDPV DC(
YDOXDEOH LQ WKH ILHOG

9DULRXV DVSHFWV RI (YRWHFTV WHFKQRORJ\ SODWIRUPVY DQG SLSHOLQH DVVHWYVY DUH SURWHFW
DOVR SXUVXHV RWKHU PHWKRGV RI SURWHFWLRQ LQFOXGLQJ VHHNLQJ WUDGHPDUN UHJLVWUD
DVVHWY ZHUH GHYHORSHG DQG VRPH KDYH EHHQ DFTXLUHG DQG DUH VROHO\ RZQHG E\ (YRWHTF
RZQHG DQG VRPH KDYH EHHQ OLFHQVHG IURP WKLUG SDUWLHV (YRWHF ZLOO FRQWLQXH WR PDN
DFTXLUH DQG OLFHQVH DGGLWLRQDO LQWHOOHFWXDO SURSHUW\ DVVHWY WHFKQRORJLHY SODW

$V RHFHPEHU (YRWHFfV RZQHG SDWHQW SRUW I|RBOWH DQF GDXREMHGRHP\R U HFW KIQFOXGHY DW OHDV\
8QLWHG 6WDWHV RU (XURSH DQG VHYHUDO RI ZKLFK DUH SHQGLQJ RU JUDQWHG LQ PXOWLSOH M

]
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5H S RRIQV
HFRQREBRNLWLRC

(+0#0%+#. 2'4(14/#0%' +0&+% #6145
%1/2#4'& 9+6* (14'%#56

3(5)250%1&( $*$.167 )25(&$676

LQ P

JRUHFDVW LQ)RUH
LQ P $QQXDO 5HSRUWSXJIXVW 5HVXOW 5HVXOW

*URXS UHYHQXHV

DW FRQVWDQW H[FKDQJH UDWHYV

5" H[SHQVHYV

DW FRQVWDQW H[FKDQJH UDWHYV

$GMXVWHG *URXS (%,7'$

DW FRQVWDQW H[FKDQJH UDWHYV

$W FRQVWDQW H[FKDQJH UDW@HW6URP $PW3IN85

4'57.65 1( 12'4#6+105

%5.,'*(2) 1(7 5(68/7

QP
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&21'(16( .18&20( 67$7(0(17

LQ N

9DULDQFH

S5HYHQXHV

&RVW RI UHYHQXH

*URVV SURILW

*URVV PDUJLQ

+5 ' H[SHQVHV

+6* $ H[SHQVHYV

+, PSDLUPHQW UHVXOW QHW

+2WKHU RSHUDWLQJ LQFRPH H[SHQVHV QHW

+5HRUJDQL]DWLRQ FRVWYV

2SHUDWLQJ LQFRPH ORVV

1HW LQFRPH ORVV

$GMXVWHG *URXS (%,7'$

(o)
0$1$*(0(17 %2$5'%6
*(1(5%/ $66(660(17 2) (927 (&x6
(&2120,& 6,78%$7,21
(o)

7KH ILQDQFLDO \HDU ZDV D \HDU Rl UHFDOLEUDWLRQ DQG VWUDWHJILF UHILQHPHQW IRU (
PDFURHFRQRPLF HQYLURQPHQW DQG FRQWLQXHG YRODWLOLW\ LQ WKH JOREDO ELRWHFK DQG S
PDUNHWV DQG VHOHFWLYH SDUWQHU LQYHVWPHQW EHKDYLRU WKH ODQDJHPHQW %RDUG DVV]
RSSRUMQMHY | RUUHHZ HG JURZ W 2 XUIRFXV RQ KLIK YDOH SDUHIKLSY DVWRQ RSHDARQDOVHAS  GLHHHQADWS LQQRYDAYH VALHQWILE SOWRP V D
VADMILE | REXVRQ VXWELCDE®! WRKQRE\  HIDEGG LQQRYDARQ DQG FDSMIOH | LAHWI URZ W SURYLGHYDVRIG EDMYVIRUGRQ) WP YDOXHFUHDARQ

IHYHUWKHOHVYVY (YRWHF V ILQDQFLDO SHUIRUPDQFH UHPDLQHG FKDOOHQJLQJ RYHU WKH FRPSOI
FRXSOHG ZLWK ZHDN GHPDQG IRU HDUO\ VWDJH GUXJ GLVFRYHU\ :KLOH WKH &52 PDUNHW LQ

FRQFHQWUDWHG RQ PRUH ODWH VWDJH &52V WKH PDUNHW IRU HDUO\ VWDJH FRPSDQLHYV UHPDL
IXQGLQJ FRQVWUDLQWY DV 9HQWXUH &DSLWDO PRQH\ ZDV DOORFDWHG WR ODWHU VWDJH FRPSD
UHPDLQHG FDXWLRXV %RWK RXU PRUH VWDQGDORQH VHUYLFHV DV ZHOO DV RXU LQWHJUDWHG

(YRWHF VWDUWHG LQWR ZLWK D SHUIRUPDQFH EURDGO\ LQ OLQH ZZKWO Hi [ SHAW BWIYRGWH F7 BoH
FRQWLQXHG LWV VWUR QG WLYRZWIENW[BMEZWRQ\RI FROODERUDWLRQV DQG QHZ FXVWRPHUV LQF
ZKLFK JHQHUDWHG VLJQLILFDQW OLFHQVH UHYHQXHV LQ 4 ,@ MWKV VHGWP RYBIUMOH W KRH 1R O G R R MQ
86" P JUDQW IURP 6RXWK .RUHD WR GHYHORS QRYHO DQWLERG\ EDVHG WRKDWRBQ®NQRG DW C
IRFXVHG RQKLIK JURZ W KLIK YDOHVHIP HQW RSH.DARQDCH FHIBQRH

JURP WKH VHFRQGHTXBSWHWHG D FKDQDDQJQH HQWHK RIX[U QHZ VWUDWHJ\ IRU ¥KYRDUOWDEQH SU
GHFUHDVHG WKH SHUIRUPDQFH UHPDLQHG LPSDFWHG E\ VRIW RUGHUV LQWDNH GXH WR PXWHG |
3KDUPD SDUWQHUV ,Q FRQWUDVW -(% UHYHQXHVY LQFUHDVHG VLJQLILFDQWO\ )XUWKHU -(% V
&'02 EXVLQHVV ZKLFK GURYH GRZQ PDUJLQV 7KURXJKRXW WKH \HDU WKH -(% FRVW EDVH ZDV
EXVLQHVV PRGHO FXOPLQDWLQJ ZLWK WKH VDOH RI WKH 7RXORXVH VLWH DQG DOO DVVRFLDWH(
LQ H[FHVV RI LQLWLDO WDUJHWV VHW GXULQJ WKH 3ULRULW\ 5HVHW LQ -XO\ ZH DQQRXQFHI
FRQILUPHG RXU SURILW JXLGDQFH DV ZHOO DV WKH RXWORRN XYQROMHIF PROWGLHD I KW Q ELGEHH O F i

+DOI \HDU UHVXOWV DUH QRW DXGLWHG
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FRP P HADOSIRIWIHW HSHAD® O IWVZ R P DNRUFRIERIDWRQY Z W %4MRC0 \ HV 6 TXIEE Z KIRK WJJHHG D FRP ELOHG 8 6 P QP LOGMROHDQG
UHVHDUFK SD\PHQWYV GXULQJ WKH ILUVW KDOI RI WKH \HDU

$OVR LQ WKH WKLUGNKHDGWMLQG LQ WKH ' 3' VHIPHQW UHPDLQHG VRIW ZKLOH -(% FRQWLQXHG
FRQWLQXHG QRQ 6DQGR] QRQ 'HSDUWPH@WXRIGIDWJI BRVLBHRW HRKR DWRDLQHG XQIDYRUDEOH DIIF
DFWLYLWLHV RI RXU WUDQVDFWLRQDO VHUYLFH EXVLQHVV +RZHYHU WKH QXPEHU DQG YDOXH
XSZDUG LQGLFDWLQJ WKDW WKH EXVLQHVV LV VWDELOL]JLQJ $OVR WKH OHYHO RI QHIJDWLYH F¥
TXDUWHUV ,Q WKH PHDQZKLOH ZH KDYH WDNHQ DSSURSULDWH DFWLRQV WR DGMXVW RXU FRVW
VWUHQJWKHQLQJ RXU FRPPHUFLDO DQG RSHUDWLRQDO FDSDELOLWLHYV

,Q HDUO\ 'HFHPEHU ZH FORVHG WKH VDOH RI RXU -XVW (YRWHF %LRORJLFVY VLWH LQ 7
86" P LQ FDVK IRU WKH -XVW * (YRWHF %LRORJLFV PDQXIDFWXULQJ VLWH DQG XSIURQW WHF
SODWIRUP ,Q DGGLWLRQ (YRWHF LV HOLJLEOH IRU OLFHQVH IHHV DQG GHYHORSPHQW UHYHQX

P RYHU WKH FRPLQJ \HDUV UHSODFLQJ H[LVWLQJ FRQWUDFWXDO FRPPLWPHQWYV )XUWKHUPR
ELRVLPLODUV LQ WHFKQLFDO DQG HDUO\ GHYHORSPHQW WDUJHAMILY JWWRMJH WKWIOR 6 Z D VED RU YR
WUDQVIRUPDWLYH PLOHVWRQH LQ (YRWHFfV WUDQVLWLRQ WR D VFDODEOH WHFKQRORJ\ SUR)Y
RITHULQJ ZH DUH H[SDQGLQJ WKH VFRSH RI DGGUHVVDEOH SDUWQHUV DQG VKDSLQJ D QHZ VH.
HIILFLHQW ZD\

:H DFKLHYHG RXU UHYLVHG JXLGDQFH E\ \HDU HQGPZRDY® D& YCHIMOHWWIHIER QW 1$QR IWR V4

,Q ZKLOH RXU QXPEHU RI FXVWRPHUV LQFOXGLQJ WKRVH FRQWULEXWLQJFXRWWR WHWD Q@ HAWP QV
UDWHJEBDEK RXU WDUZKIWKREZH FRQVLGHU DQ HQFRXUDJLQJ DFKLHYHPHQW DQG D JRRG EDVLV IRU

O 0$&52(&2120,& &21',7,216 $1' %86,1(66 (19,5210(17 O

,Q WKH ELRWHFKQRORJ\ DQG ELRSKDUPDFHXWLFDO LQGXVWU\ FRQWLQXHG WR RSHUDWH L
JOREDOO\ EXW UGWBUGB®&YDDMWIBY NHHSLQJ ILQDQFLQJ FRQGLWLRQV WLJKW DQG UHLQIRUFLQJ L
DV DQG FBDUYDOXH FUHDARQ SDKZ D VFROAQXHVR DMEPWFCSMIO Z KLGIHIUD WEIH YHMUHY | DFHDP RIHFRQMADLQHG | XQGLDMQ) @QGWISH

5HIJLRQDO GLYHUJHQFH FRQWLQXHV WR VKDSH WKH RSHUDWLQJ HQYLURQPHQW 7KH 8QLWHG 6W|
(XURSH LV H[SHULHQFLQJ VORZHU HFRQRPLF PRPHQWXP DQG WLIJKWHU IXQGLQJ DYDLODELOLW\
DGG IXUWKHU XQFHUWDLQW)\ IRU JOREDO FRPSDQLHV

/ DUH SKDUP DAHXWFDOFRP SDQUHY DUH P DIQMQIQ) GVASOOHS SRUARIR UHYLHZ V DQG FRWMRSWP 1] DARQ P HDWUY @P IWQJ QHDUWP \SHOAQ) RQ

HWLODO5 ' DQG WDQUDPARQDOUHDUAK VHMFHY $VWWKH \CP HWP H VADWILE (RQJ WP FREDERIDARQV2  SDUAEX@UD LQ DGYDQRHG P RADIMMY DQG
SOMRP WRKQRRILHZ UHP DLQDSURUW WRXJIK GHDOWKRMUHY DLHLORHDMQI® P LOMRQH Z HIKWG

' HSIWM WHH KHDEZ 1QGV R WP IXQGDP HOEY UHP DIQ VARQ) 6FAHQWILE SIRILHW GHP RIWDSKLE WHOGY DQG SHMMMWXQP HAP HAFDOQHHEY
FRQWLQXH WR VXSSRUW LQQRYDWLRQ DQG JURZWK DFURVV WKH VHFWRU

O 5(9(18( O

7TRWDO UHYHQXH GHFUMEVUMN&VE\ SRVLWLYH JORZARKQRWDQW ); UDWHV

,Q WKH ILODQFLDPR\MWRIOLGDWHG UHYHQXHXGQHRUHWKHGVEHO Y HHFRIPWKY HQ GWHREXS UHYHQXH GHFU
E\ Y P WR % P FRPSDUHG WR WKH VDPH SHULRG R4 WKMH SAKHY GRIXVWHABMH DIDLQVW WKH SULRU \
E\ ORZHU UHYHQXH LQ WKH ' 3' VHIJPHQW DQG XQIDYRUDEOH ); UDWHV PRVWO\ RIIVHW E\ WKH SH
WKH ODQGPDUN WUDQVDFWLKRLP ALWKHR QIGRD QQ &52 PDUNHW LQ JHQHUDO VKRZHG VRPH VLJQV R
VWDJH GUXJ GLVFRYHU\ FRPSDQLHVY QRWDEO\ GULYHQ E\ FRQWLQXHG ORZ ELRWHFK IXQGLQJ UH

$WRQVWDQW ); UDWHV *URXS UMR HQYXHV JUHZ E\

AXDUWHUO\ UHVXOWY DUH QRW DXGLWHG
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%DVH 5HYHQXHEGHFUHDM#FGY: P LQ WR Y% P LQ 7KH GHFOLQH SDUWO\ UHIOHFWHG D VKLIW IU
SURFHHGV IURP OLFHQVHYVY DV (YRWHF SXUVXHY DQ DVVHW OLJKWHU EXVLQHVV PRGHO LQ LWV -8

OLOHVWRQHYV LQFUMRVWAHK LQ % P ,Q JHQHUDO PLOHVWRQH UHYHQXH LV OLQNHG WR YDULRXYV
ZLWKLQ WKH *URXSYVY FRQWURO ,W DOVR LV GHWHUPLBRRGWUD¥KH HQWLUH VHW RI WHUPV RI WK

5(9(1

(YRWHFTfV UHYHQ@XHWH U QHUDWHG 8& LPDDNQAVRISWHRXYWRPHUBQG LQ WKH UHVW RI WKH ZRUOG

5(9(18( %< 5(*,21

O &2676 2) 5(9(18( *5266 0$5*,1 O

7KH FRVWV RI UHYBRRKXQMWHG WRPYDQG GHFUHDVRGY BUVXVY, P '"3" FRVWV RI UHYHQXRV ZHUH
ORZHU WKDQ 3< DV D UHVXOW RI ORZHU EXVLQHVVY DFWLYLW\ DQG ORZHU KHDGFRXQW DV ZHO

'LIITHUHQFHYV PD\ RFFXU GXH WR URXQGLQJ

]
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IOXFWXDWLRQ 7KH FRVWY RI UHYHQRPHWGURYH® EQ WKHDIVPIEEUBEDYMHG KHDGFRXQW DQG UDPS XS RI

7KH JURVYV PDUJLQ DPRXQWHG WR

O 5(6($5&+ $1' '(9(/230(17 (;3(16(6 O

,Q (YRWHF IRFXVHG LWV UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHV RQ SODWIRUPV FRYHU
VHIPHQW LQQRYDWLRQ WR VWUHQJIWKHQWI@GHIQFL @3 SFODMX R UWY HV D U IS OLOQW SFOWRN/L /X ® B UD M Q(Y
3DQ2PLFV 3DQ+XQWHU L36& GUXJ GHYHORSPHQW L36& FHOO WKHUDS\ DQG WDUJHWHG SURWHL
ORQJ WHUP SLSHOLQH RI DVVHWV DQG RU XQLTXH SURSULHWDU\ SODWIRUPV

5' H[SHQVHV ZHWPH @ FRPSDUHG WRQ@WKH WZHOYH PRRMWEWWHQGRAKH GHFUHDVHQRS ' H[SHQVHV
UHSUHVHQWYVY D EDOWQRBJEHQNZHMQPHQWY LQ (YRWHFTV FDSDELOLWLHV WR LPSURYH HIILFLHQ]
VWHZDUGVKLS LQ D FKDOOHQJLQJ PDFURHFRQRPLF HQYLURBFRHW H KSHOHHYPARQPS DY RGV MR D S L
LQ

O 6(//,1* *(1(5%$/ $1' $'0,1,675%$7,9( (;:3(1L6(6 O

7KH *URXSYV VHOOLQJ JHQHUDO DQG DGPLQLVWUDWLRH H[BRHQWHW 160 $ WGHRURDMHG ED Q O\
GULYHQ E\ ORZHU FRQVXOWDQF\ LQVXUDQFH DQG DXGLW FRVWV

3HUVRQQHO UHODRWHRGHENH®R HMJRP % P LQ WR % P LQ 7KLV GHYHORSPHQW ZDV SULPDULO\

KHDGFRXQW OHYHOV SDUWLFXODUO\ ZLWKLQ WKH ,7 DQG /RILVWLFV IXQFWLRQV PQLBRQWR DV W

Y% P LQ ODUJHO\ OLQNHG WR WKH RSHQLQJ RI -867 (8 7UDYHO DQRs WUIRPL@GR QD H[WRQWVHV |
PLQ \XSSRUMGE IWHUWHOHG FRWP DQRIHP HWP HDVKUHY

&RQVXOWDQF\ LQFOXGLQJ RXWVRXUFHG VPMUMLRPM HRAVWQ GWRUMDRHG® E\ BR-DLQO\ GULYHQ E\ W
RUJDQL]DWLRQ +RZHYHU WKLV UHGXFWLRQ LV SDUWLDOO\ PLWLJDWHG® EURWPKH: PQFU HDVR LQ |,
% P LQ ,QVXUDQFH FRVWV GHWFUMHRPVMEGE\ WR %P LQ $XGLW DQG 7D[ H[SHQVHV BHFURPVHG
Y% P LQ WR %P LQ

O 27+(5 23(5%$7,1* ,1&20( $1' (;3(16Q

2WKHU RSHUDWLQJ LQFRPHPMERXPRIPGDURIG: WR LQFRPARWRI %' WD[ FUHGLWY ZHUH PDLQO\ UHFRJ
IRU WKH 7TRXORXVH DQG /\RQ VLWHVY WKH 8. DQG ,WDO\ UHVXOWLQJ LQ R&YHWDOO 5% WB[ FUHGL
JXUWKHUPRUH DV RI 'HFHPEHU WKH VDOH RI RQH RI RXU DVVRFLDWHG LQYHVWPHQWYV

LOQFRPH WRWD®L®I % (YRWHF UHFHLYHG DQ LQVXUDQFH UHLPEXUVHPHQWRARU F\EHU DWWDFN UHC

2WKHU RSHUDWLQJ H[SHQVH PRARXQWHEFKRUMSUHVHQWY DQ LGPFURDVHHKURRQ@FUHDVH ZDV SUHG
GULYHQ E\ ‘®# H{SHQVHV UHODWR{G WWRD YKHFODLRE®@ DW ZIGFRO@HDMIYDUELWWYDW DFRQ XFR\WJ D OHDVH F|

EXLOGLQJ $W WKH VDPH WLPH (YRWHF LQFXUUHG ORZHU F\EHU DWWDEQ UMCRDWHGQFRVIKY ZLW
HIWHUQDO F\EHWVD WKBFROQFRRII DUELWUDWLRQ FRVWV DV ZHOG DWVRWEHH LO/MKHRB\R WW D WV QIMD PW 1 R Q)
RFFXUUHQFH ZRXOG GLVWRUW WKH SUHVHQWDWLRQ RI WKH ILQDQFLDO SHUIRUPDQFH RI WKH *U
QRW H[SHFWHG WR UHFXU DIWHU

O5(25*$1,=%7,21 (;3(16( O

,Q (YRWHF IDFHG VLJQLILFDQW RUJDQL]DWLRQDO FKDQJHVY DQG D FKDOOHQJLQJ PDUNHW H(
SULRULW\ UHVHW D UHRUJDQL]DWLRQ SURJUDP IRFXVHG RQ VWUHDPOLQLQJ RSHUDWLRQV 7KH

E\ WKH UHRUJDQL]DWLRQ DQG QRW DVVRFLDWHG ZLWK WKHKREK RIQFOREWG YERMW YV  UMHFCRDVOMGH @/ R

]
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IRRWSULQW RSWLPL]DWLRQ DQG GLYHVWWLW XSIHR RU [EX ZIDYH KR PG DGWIKHHG QHIGINY X DNV RQ WIKG UHPDLQL
ZDV SDUWO\ RIIVHW E\ FRQVXOWDQF\ HHSHQWRWDBRXQWLQJ WR %

O 23(5%$7,1* 5(68/7 O

7KH RSHUDWLQJ UHVXOW RI WKH PUR®S FRPISOLWHBWVRP%IRU WKH WZHOYH'RRMEGW HQ GKIG
LQFUHDVH ZDV GULYHQ SULPDULO\ E\ WKH VLJQLILFDQW UHGXFWLRQ LQ UHRUJDQL]DWLRQ H[SHC
DQG 6* $ H[SHQMIHDOO WKH 5' FRVW UDWLR GHILQHG DV 5 ' H[SHQGLWXURY WK H MZBI\W Y RIQP W& Wk
'"HFHPEHU FRPSDUHG @R

7KH 6* $ FRV\GHFLDWDER/E LQ WR LQ WKH FXUUHQW UHSRUWLQJ SHULRG 7KH LPSURYHPHQW
UHGXFWLRQ LQ 6* $ H{[SHQVHV UHIOHFWLQJ WKH LPSDFW RI WKH UHRUJDQL]DWLRQ SURJUDP DQ¢(
FRPSDUHG ZLWK WKH SULRU \HDU IXUWKHU VXSSRUWLQJ WKH RYHUDOO HIIHFW RQ WKH 6* $ FRV!

O 27+(5 121 23(5%$7,1* 5(68/7 O

7KH )< UHVXOW IURP RWKHU QRQ RSHUDWL®JYHHWXYWRDIPR X DWQ\G WRH @UE\ D QHW IRUHLJQ H[FKD
Y, P JDLQ RIP4 PDLQO\ GXH WR HIIHFWV LQ FRQQHFWLRQ ZLWK 86' GHQRPLQDWHG EDODQF
WKHLU PHDVXUHPHQW LQR@RS®UDWLQJ UHVXOW ZDV PDLQO\ GULYHR QURPDI UGIFPGBIVXW H B & WWP H
Y, P 2WKHU ILQDQFLDO H[SHQVH RPQRUHI/\RH%G IBRR Y DQG RWKHU ILQDQFLDO LQFRPH PQFUHD
LQ Y% P LQ 7KH VKDUH RI FXUUHQW ORVVHV IURP HTXLWW.PHWKRG LQYHVWPRQWY DPRXQWHC

7TRWDO WD[ H[SHQVH DPRKXQRH I8 &MERD 14 YHUVXV DQ DPRXRWRI Y4 KHUHRI (YRWHF UHFRUGHG FX
WD[HV RI ® Ya P 7KH GHFUHDVH LQ FXUUHQW LQFRPH WD[ H[SHQVH FRPSDUHG WR WKH S
SURYLVLRQV UHFRJQL]JHG LQ HVSHFLDOO\ LQ (YRWHF 8. DV ZHOO DV D UHGXFHG LPSDFW IUF
PRUH VLIJQLILFDQW HIIHFW RQ WKH 2FXUUH&W VWDHHHSWGGHWD[ LQFRP AR XQS\VHG/ WR Y

Ya P PDLQO\ GULYHQ E\ WKH GHFRQVROLGDWLRQ RI -867 (8 WKH LPSDLUPHQW RI GHIHUUHG W!|
FRQVXPSWLRQ RI WD[ ORVV FDUU\ IRUZDUGV LQ 8. DQG WKH FKDQJH LQ YDULRXV WHPSRUDU\ GLI

O 1(7 ,1&20( /266 $'-867(' *5283 (%,7'$ O

$GMXVWHG *URXS (%,7'$ ZLWKLQ JXLGDQFH
7KH QHW LQFRPH'HFRPEHDV RIDPRXQWHG WRP ¥ Y P 7KH LPSURYHPHQW RI WKH @®W ORYV
SULPDULO\ GULYHQ E\ RQH RIl UHRUJPQIQDWLREDFWR VNG RRW UH RFFXU LQ 7KH LPSURYHPH
VWUXFWXUDO FRVW VDYLQJV RIIVHW E\ ORZHU UHYHQXHV LQ WKH ' 3' VHIPHQW DQG4KLJKHU LP:

Y P )XUWKHUPRUH DV RI 'HFHPEHU WKH VDOH RI RQH RI RXU DVVRFLDWHG LQYH'

RIll RWKHU RSHUDWLQJ LQFRPMH WRYRDMVHR UKMFHLYHG DQ LQVXUDQFH UHLPEXUVHPHQW PRUHWEHU |
LQFRPH ORVV ZDV XQIDYRUDEO\KIRZSDHWH E\YH UMXWHY APSDPW LQ

$GMXVWHG *URXS (%,7'$ IRU WKH '"WEZHBPEHUP R Q WKF/X B Q/GIEG\W R Y2 P 7KH DGMXVWHG *URXS (%
ZLWKLQ WKH UHYLVHG JXLGDQFH WKDW ZDV SXEOLVKHG LQ -XO\

7KH DGMXVWHG (%,7'$ UHVXOW ZDV GULYHQ E\ WKH LPSURYHG RYHUDOO UHYHQXH PL[ GHVSLV
SDUWLDOO\ RIIVHW E\ ); FXUUHQF\ ORVVHV
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%5,'*( )520 1(7 ,1&20( /266 72 $'-867(' *5283 (%,7'$ )25
LQ P

%5,'*( )520 1(7 ,1&20( /266 72 $'-867(' *5283 (%,7'$ )25
LQ P

O 6(*0(17 5(3257,1* O

*URXS UHYHQXHV DPRX@WKG WR % %% P S5HYHQXHV RI ' 3' DPRXQWHG WR % P 7KH UHGXFWLRQ
GULYHQ E\ D VRIWHU WKDQ H[SHFWHG PDUNHW IRU HDUO\ VWDJH GUXJ GLVFRYHU\ VHUYLFHV 5F
Ya P 7KH LQFUHDVH LQ UHYHQXHYV UHVXOWHG QRWDEO\ IURP KLJKHU OLFHQVHYV LQ OLQH ZLWK
PRGHO 5HYHQXHYV IURP OLFHQVRANQMPRXQWHG WWR Y
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6(*0(17 ,1)250%7.21

LQ N
'LVFRYHU\ 3UHFOLQLFDO ,QWHUVHJPHQW
'HYHORSPHOW+ (YRWHF %LREBERILPEVMDWLRMWRWHF *URXS

(IWHUQDO UHYHQXHV
JQWHUVHJIJPHQW UHYHQXHV

&RVWV Rl UHYHQXH

*URVV PDUJLQ

5' H[SHQVHV

6* $ HISHQVHV

,PSDLUPHQW UHVXOW QHW
5HRUJDQL]DWLRQ FRVWYV

2WKHU RSHUDWLQJ LQFRPH H[SHQVHV QHW

2SHUDWLQJ LQFRPH ORVYV ]

$GMXVWHG (%,7'$

I+

I+
I+
I+

I+

I+ H |+ |+ H+

6(*0(17 ,1)25087.21

LQ N
‘LVFRYHU\ 3UHFOLQLFDO ,QWHUVHJPHQW

'"HYHORSPHVQW: (YRWHF %LRERILPEVMDWLRORWHF *URXS

(IWHUQDO UHYHQXHYV +

JOWHUVHJIPHQW UHYHQXHYV +

&RVWYV RI UHYHQXH

*URVV PDUJLQ

5 ' H[SHQVHV

6* $ H{TSHQVHV +

,PSDLUPHQW UHVXOW QHW + + + -

5HRUJDQL]DWLRQ FRVWYV +

2WKHU RSHUDWLQJ LQFRPH H[SHQVHV QHW +

2SHUDWLQJ LQFRPH ORVV +

$GMXVWHG (%,7'$ 2

'LVFRYHU\ 3UHFOLQLFDO 'HYHORSPHQW

7TRWDO UHYHQXH LQ 'LVFRYHU\ SUHFOLQLFD P 'HY MWOKRS5 PLHIDAD BIPIRX @AVCHIR WK LDOH WKH &52 PDUNF
JHQHUDO VKRZHG WKH ILUVW VLJQV RI UHFRYHU\ LQ WKLV ZDV FRQFHQWUDWHG RQ PRUH Ol
FKDOOHQJLQJ RI WKH ' 3' FXVWRPHU EDVH VWLOO IDFHG IXQGLQJ FRQVWUDLQWY DV YHQW)>
FOLQLFDO WULDOV 6SHQGLQJ EHKDYLRU LQ WKH HDUO\ VWDJH WHWPHIDAM XH{P® IDYHRSX EJDIXQWY IR XWD V
ZLWKLQ RXU 'LVFRYHU\ EXVLQHVVY ZHUH LPSDFWHG

&RVW RI UHYHQXH RI 'LVFRYHU\ 3UHFOLQLFDOP'H®HORI MHZVD V'R RRMEBAWHRY GHG Y P
FRUUHVSRQGLQJ WR D JURVV PDUJL®LPIH D SRUWLRQ RI WKH FRVW UHGXFWLRQ LV GULYHQ E\ UH
ZHUH UHDOL]JHG YLD ORZHU SHUVRQQHO H[SHQVH DQG H[WHUQDO VSHQG

5' H[SHQVHV DPRXQWH® WR ¥ P WKH UHGXFWLRQ FRPSDUHG WR WKH SULRU \HDU EHLQJ
LQYHVWPHQWY WKDW EHVW DOLJQ ZLWK RXU SDUWQHUVP QURB\: 6P $LA[SHQNIFWH BW EQ 8 P\RHUG WF
VSHQGLQJ EHKDYLRU DQG UHGXFHG SHUVRQQHO 5P RQJDRQ]PRFLSRINU E R R QRWBPYRXQD/DHFG DVOR\ MiD U

7KH RSHUDWLQJ UHVXOW RI WKH 'B' VHIRHQWPZDWK¥ RSHUDWLQJ UHVXOW LQFOXGHG UHRUJDQL]
7KH DGMXVWHG VHIJPHQW (%,7'$ PPRXQWH® WRK¥ RYHUDOO UHGXFWLRQ LQ WKH VHIPHQWTTV DGM
E\ WKH ORZHU UHYHQXHV FRR®DUHG WR ¥
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“XVW O (YRWHF %LRORJLFV

5HYHQXHV LQ -XVW + (YRWHF %LRORJILFNY DPRXOWHGPWR KLYV JURZWK ZDV GULYHQ E\ WKH ODQGH
6DQGR] EDVHG RQ D QHZ WHFKQRORJV ZEG6 Q 3DV LFHRAM R JL Y FEKRI® H DQ G R [ IOH) & QFFRIGI DR/'HEBX VK Q H M VR |
IURP OLFHQVHV P UHAOHFWHG RXU VWUDWHJILF WUDQVLWLRQ WR DQ DVVHW OLJKWHU EXVLQHVV

7KH FRVWV Rl UHYHQXHIURPUXYDVWHGQE\ WR ¥ P LQ UHVXOWLQJ LQ D VHIPHQW JURVV PDUJLQ
7KLX¥DV SULPDULO\ GULYHQ E\ WKH LQFUHDVHG KHDGFRXQW DQG UDPS XS RI RXU - 32' IDFLOLW
RSHUDWLRQV LQ OLQH ZLWK WKH SUHYLRXV &'02 EXVLQHVV PRGHO 7KURXJKRXW WKH \HDU LQF
VWUDWHJLF DVVHW OLJKWHU EXVLQHVV PRGHO FXOPLQDWLQJ LQ WKH VDOH RI WKH 7RXORXVH VI

7KH LQFUHDVH LQ 6* $ FRPWWIURR % P ZDV PDLQO\ GXH WR KLJKHU SHUVRQQHO UHODWHG H[SHC(
VWDEOH LQ UHODWLRQ WR ZHKMBPRP RUBIBRX) GH D U

7KH RSHUDWLQJ UHVXOW RI WKH -867 (YRWHF %L RO RJR F V7 O MPHOVHGEDWHIPHQW (% ,7'$ DPRXQW I
Yo P T7TKH LQFUHDVH ZDV QRWDEO\ G XHDWMR MIKMHO 6 ORQ I/VRIWWENDWY K B FUDIPRSOQX S FRVWYVY WR RSHQ F

0 ),1%$1&,%$/ 0$1%$*(0(17 35,1&,3/(6 O

JLQDQFLDO PDQDJHPH®RRPSDWWH¥RWHE VWUXFWXUH PDQDJHPHQW FDVK DQG OLTXLGLW\ PDQDJ
PDQDJHPHQW DQG WKH PDQDJHPHQW RI PDUNHW SULFH ULVNV FXUUHQFLHV LQWHUHVW UDWH
FUHGLWZRUWKLQHVVY DQG WR UHGXFH ILQDQFLDO ULVNV 7KH *OREDO 7UHDVXU\ IXQFWLRQ HQ\
HQWLWLHV LQ DFFRUGDQFH ZLWK WKH UHOHYDQW OHJDO UHTXLUHPHQWY ,Q JHQHUDO ILQDQFLI
DQG EHQFKPDUNV

7KH &RPSDQ\ PDQDJHV FDVK DQG OLTXLGLW\ WR VHFXUH WKH ILQDQFLDO UHVRXUFHVY QHHGHG V
DFTXLUHG DW WKH FRUSRUDWH OHYHO DQG GLVWULEXWHG LQWHUQDOO\ %DVHG RQ (YRWHFTV V

OLJKWHU EXVLQHVV PRGHO LQ 1RYHPEHU WKH &RPSDQ\ DQQRXQFHG WKH VDOH RI RI WK
VHYHUDO UHODWHG DJUHHPHQWV WR 6DQGR] ZKLFK OHG WR D VLJQLILFDQW LQFUHDVH LQ WK
' HHP EHU ,Q@HZ W WLV VADM\  ( YRMF WP LQDMG IWY: P VHILRUMHRXUHG UHYROMQU FUHAWIDALOW LQ - XQH 7KHIDAOW ZDVQR

ORQJHU DOLJQHG ZLWK WKH FRPSDQ\fV HYROYLQJ IXQGLQJ VWUDWHJ\

$V D UHVXOW WKH &RPSDQ\ KDV QR RXWVWD&GLOJ )QGH@ZQDPOU HGK MU B LQVHY ZLGH UDQJH RI ILQ
IRU WKH FRPSDQ\ DFURVV GREW BSISWWO OVRDBRXBKW WKH LVVXDQFH RIHQHIR XK DV HV ZXIHGL 'S STKRLSAU
FDVK DQG FDVK HTXLYDOHQWY DQG LQYH\PWPH@WYVPEHUFUHDVRI G IBRR RIFHPEHU DQ&KH QHW
GHEW SRVLWLRQ LQFO ILQDQFH OHDVHV REOLJDWLRBRPSBBRGGW®RI DNV R HW6GHEW SRN LRVLRQ
'"HFHPEHU DV OLTXLGLW\ H[FHHGV GHEW LQ WKH QHIJDWLYH QHW GHEW UHSUHVHQWY D QHV
WR WKH VD®H WKH VKDUHV LQ -XVW (YRWHF %LRORJLFV (8 6%6QIGQB GAPG(L @&J OR-DID W\ GOQ LFWQR & !
FRQWLQXHG &$3(; LQYHVWPHQW ZLWKLQ WKH *URXS DV ZHOO DV D UHSD\PHQW RI ORDQV LQ

'XH WROLWXNVGUMWMXDWLRQ (YRWHF LV LQ D SRVLWLRQ WR VXSSRUW FRQWLQXHG RUJDQLF DQG QR
WKH PDQXIDFWXULQJ RI ELRORJLFV - 32' IRU FOLQLFDO GHYHORSPHQW DQG FRPPHUFLDO DSSOL
FRQWLQXHG H[SDQVLRQ Rl VFLHQWLILF FDSDELOLWLHV LQ PDQ\ RI LWV VLWHV LQ WKH 86% DQG (

&DSLWDO H[SHQGLWXUH SURSRVDOV DUH FDUHIXOO\ HYDOXDWHG E\ WKH ODQDJHPHQW %RDUG W|
PDLQWDLQLQJ RU H[SDQGLQJ WKH &RPSDQ\TV WHFKQRORJ\ SODWIRUP DQG LWV SURSULHWDU\ L
DVVHVVHG LQ WHUPV RI WKH H[SHFWHG ILQDQFLDO UHWXUQ DQG SD\EDFN SHULRGV RU VDYLQJV
VXFK DVVHVVPHQWY VXSSRUWHG E\ NH\ SHUIRUPDQFH LQGLFDWRUV VXFK DV SD\EDFN SHULRG U

O &$6+ )/2: O
*URXS FDVK IQRZSMUB®WLQJ DFWLYLWLHVPDP@XQWHGYWR P4 7KH PDLQ FRPSRQHQWYV RI FDVK IOR?Z
DFWLYLWLHV LQFOXGH WKH QHW ®@RVV PRI RIIVHW E\ QRQ FDVK FKDUJHV¥%RI %P ZKLFK LQFOXGt

GHSUHFLDWLRQ DQG DPRRUUWL]DMWLR® RL&FRPH WD[ H[SHBVHV R4 » DQG JDLQ ORVV IURP WKH U
ILQDQFLDO LQVWUXPHQWW:RIP4 ,Q DGGLWLRQ WKH FKDQJHV LQ QHW ZRUNLQJ DSLWDO DPRXQW

]
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*URXS FDVXVIIDRZQ RU SUQYHEWGE\N DPWLYIPNLHV 2DV P 7KH DPRXQW ZDV PDWHULDOO\ GULYHQ E
VDOH RI -XVW (YRWHF %LRORJLFV (8 66 7RXORXVPH QHM) RRHDVXVOLYSRWRW®DOLQJ ¥

,QYHVWPHQWYVY LQ SURSHUW\ SODQW DQGPHTXLSPHQW GHF WHBIVENGL /® RXW RI WKH - 32" SURGXFW
VORZHG FRQVLGHUDEO\ IROORZLQJ W& HVRRPHBEO® HWKR Q ®Y ROMRBDGM R QWY WKH - 32' IDFLOLWLHV LG
\HDU WR %P LQ Y P )XUWKHUPRUH WKH UHPDLQLQJ LQYHVWPHQW ZDV SULPDULO\ IRU
JUDQFH $OGHUOH\ 3DUN DQG $ELQJGRQ 8. 9HURQD ,WDO\ DQG +DPEXUJ *HUPDQ\

$OWKRXJK WRWDO RXWIORZ GXH WR LQYHVWPHQWY PQ LQW:D QJLFE OMKBIV¥RWSD GH FRIOIWHIK HAGR LY
XSJUDGH LWV ,7 FDSDELOLWLHY LQFOXGLQJ LQYHVWPHQWYV LQ LQWHUQDOO\ GHYHORSHG VRIWZI

Q (YRWHF GLG QRW LQYHVW LQ DQ\ QHZ FRPSDQLHV EXW LQVWHDG SDLG RXW RQ FRQWUDI
SRUWIROLR LQ WKH DPRXQW RWHKH FRPWHG\LOMWHKROGLQJV LQ 'DUN %OXHLTKBORESHXAVLFV /WG IR

7KH QHW FDVK LQIORZ IURP WKH VDOH RI LQYHVWPHQWVY FRUSRUDWH ERQGV DQG IL[HG BBHSRVL
Ya P

*URXS FDVK IORZ XVHG LQ IDRPRROEWRIL DFWEYLWXHY P 5HSD\PHQW RI EDQN ORBPBQV DPRXQWHG W
Ya P ZKLOH SURFHHGV IURP EDQN OR®QV DRPRXPWHGEDMNRHQWY RI OHDVH REOLJDWLRQV PD
DPRXQWHG WR Y Ya P

7KH LPSDFW RI H[FKDQJH UDWH PRYHPHQWY RQZAHDWK: DRG FDV.K RTXLYDOHQWYV LQ

&21'(16(' 67%$7(0(17 2) &$6+ )/2:6 ,1&/ %5,'*( 72 /,48,"',7<

LQ N 9DULDQFH
1HW FDVK SURYLGHG E\ XVHG LQ

2SHUDWLQJ DFWLYLWLHYV

,QYHVWLQJ DFWLYLWLHYV

JLOQDQFLQJ DFWLYLWLHYV

1HW LQFUHDVH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV

([FKDQJH UDWH GLIIHUHQFH

&DVK DQG FDVK HTXLYDOHQWYV

$W WKH EHIJLQQLQJ RI WKH \HDU

$W WKH HQG RI WKH \HDU

L, QYHVWPHQWYV
/ILTXLGLW\N DW WKH HQG RI WKH \HDU

(+0#0%+0) #0& (+0#0%+#. 215+6+10

0); 5$7(6 +('*,1* O

TKHHXUR %% WR 86 GROODU 86' H[FKDOQDHERNWWHHI® 8B VDXQWEHG LQQD 7KH \HDU VWDUWHG ZLWK L
); UDWH RI 86" 7KH YRODWLOLW\ LQ WKLV FXUUHQF\ SDLU ZDV SDUWLFXODUO\ KLJK IURP $SULO
SURSRVHG 86 WDUAYHBBDOXWHWH 86' GHSUHFLDWHG DJDLQVW WKH (2% DYG FDRY HEBKBWHRURD WR B
VLIQLILFDQWO\ KDWKEBE' ISHU HXUR FRPSDUHG SHR 86XUR LQ

7KH SRXQG VWHUOLQJ .. WR HXUR % H[FKDQJ®DQ®W:H IDXFW XQ WG BHWZW HDIKWH BRXQG VWH U
PRYHG ODUJHO\ VLGHZD\V UHPDLQLQJ FORVH WR OHYHOV REVHUYHG LQ WKH SUHYLRXV \HDU

]
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ZHLJKHG RQ WKH SRXQG OHDGLQJ WR DSHWD 8 RDQIEG O DIQKE IDYH D VI M H [EB YD QVJOH. UKDIWGH KQ J KSHHIUD W ¥
SRXQG VWHUOLQJ FRPSIDWHG WR ¥

7KH (YRWHF *URXS LV H[SRVHG WR ERWK WUDQVODWLRQDO DQG WUDQVDFWLRQDO IRUHLJQ FXUL
DJUHHPHQWY WR KHGJH LWV WUDQVDFWLRQ H[SRVXUHV EXW GRHVY QRW DSSO\ KHGJH DFFRXQWLC

&DVK DQG FDVK BUMLYDIOAHIQM D\ KHOG LRX WKHHOMDKWR HSRERBUWWHUOLQJ DQG B6 WRBCDBXSEV UHY

DQG RI WKH *URXSfV RSHUDWLQJ FRVWD/QGHUBORQ86ZIRWKNVKH *URXSTV UHYROXSFHDQ® LQJ FRVWYV
DQG 7TKHUHIRUH WKH *URXSYTV IRUHLJQ H[FKDQJH ULVN PDLQO\ UHODWHV WR WKHVH

IRUZDUG UDWH DJUHHPHQWY DQG VSRW WUDQVDFWLRQV WR FRQYHUW 86 GROODUV WR HXURV D

FRVWY LQFXUUHG LQ WKHVR RXUVWKH PUHWKLGLW\ SRVLWLRQ ZDV KHOGFHPHEHXWRY BV SHU HQG F

DFFRXQWLQJRIRWKH *URXSTV OLTXLGLW\ &DVK KROGLQJVPL®B6 DANR OKIHU ¥ QGHRUHHPIE\HHUG W R Y4

Ya P &DVK KROGLQJV LQ SRXQGV VWHURU QNVGRHFHMHDH/WH G WHRFEH:PEHU Ya P

7KH &RPSDQ\ PRVWO\ XVHV LWV IRUHLJQ FXUUHQF\ KROGLQJV IRU QRQ (85 RSHUDWLRQDO SXU
PRYHPHQWY (YRWHF HQWHUHG LQWR IRUZDUG UDWH DJUHHPHQWY VHOOLQJ 86 GROODUV DJDL
H[FKDQDHQ RI PDQG DQ XQUHDOL]H®B UQPLQ Rl WHDOL]HG JDRQQR3 BQ XQUHDOL]RG TKRRVHWFARQRPLF
KHGJLQJ UHODWLRQVKLSY DUH QRW UHFRJQL]JHG DV KHGJLQJ UHODWLRQVKLSY LQ WKH FRQVROLC

$V RHFHPEHU WKH &RPSDQ\ KHOG GHULYDWLYH ILQDQFKDO LR WFHREHQWY EQ WRH DVRRDUMWR IR
Y, P LQ IRUZDUG UDWH DJUHHPHDR WV @ WOMARURIE IGR ORPWADUG UDWH DJUHHPHQWY VHOOLQJ 8¢
VWHUOLQJ 7KHVH IRUZDUG UDWH DJUHHPHQWY KDYH D PDWXULW\ Rl XS WR PRQWKV

,QWHUHVW UDWHV

7KH (XURSHDQ &HQWUDO %DQN 3(&%° FXW LQWHUHVW UDWHV LQ )HEUXDU\ ES ODUFK
&RQVHTXHKQMW @XUR/ ,QWHUEDQN 2IIHUHG 5DWH (85,%25 ZLWK D PRQWXP WHWP GHPWHIOVHG
'"HFHPEHU RI (YRWHFIV EDQN ORDQV KDG D IL[HG LQWHUHVW UDWH

O '"(%7 1(7 ‘(%7 O

1HW GHEW FDVK GHYHORSPHQW
7KH &RPSDQ\ PDNHV XVH Rl EDQN ORDQV WR PDQDJH LWV VHKRHPENIR O R\Y B W/IHW RO & HGE UM D V&R
Y, P DRIHFHPEHU Y% P PDLQO\ GXH WRI DR BIQFHMB BYWPHOQ WHZ ERUURZLQJW DQBDXGWQ.
,.% DQG %P DJDLQVW (,% DQG WKH GHFRQVROLGDWLR® 8K RDRQW KHWKD OHYRD XPHWRI ¢¥ RWHF %
RXWVWDQGLQJ EDQN GHEW LV GHQRPLQDWHG LQ HXURV

'XH WRLIDEUHDVHG FDVK SRVLWLRQ DQG D QWKH QHDW HEGH FRVS HQHDYAHLLCD)J HY NAVB\VEME MKK/MGHIG G URK S (¢
UHIOHFWLQJ DQ RYHUDOO QHMWQFDW & HRW IWMR. BGMXVWHG *URXS (%,7'$ 7KH FRPBIDQDEWRSOLHG Z

O /,48,',7< O

(YRWHF HQGHG WEHWKDDI XLGLW\ Il Y% % P &DVK DQG FDVK HTXLYDOHQWR D@ ERXDWHNGY PRI
FRUSRUDWH ERQGV DQG ORQJ WH&PVEHBRE LFDW KIRITXLYDOHQWY FDQ EH DFFHVVHG ZLWKHQ D S
LQFUHDVH LQ OLTXD®LRDLO®\ GULDXGIK BN WKIRIVWKH VKDUHV LQ -XVW (YRW HF 26MRKO R HLOFDW(18 G5 6
IHH SD\PHQWV RI 86' P DQG DQ (,% ORPD @ KGN CHFDEILRYHMWPHQWR RMEBDQ UHSD\PHQWR RI %

$FWLYH OLTXLGLW\ PDQDJHPHQW DW (YRWHF LV IRFXVHG RQ IXQGLQJ WKH RSHUDWLRQDO EXVLQ
&RPSDQ\ VHHNV WR PDLQWDLQ IOH[LELOLW\ DQG RSWLPL]JH UHWXUQV (YRWHFIV FDVK DQG VHFX
ILQDQFLDO LQVWLWXWLRQV 7KH &RPLSIXQ\G H© U WIRHOWM DN BIWW WD QQLQYHVWPHQW JUDGH UDWLQ
3RRUTV UDWLQJV RU HTXLYDOHQW $00 LQYHVWPHQWYV PXVW BEM RBFEBPEH W LW KV KHR O/ HF VG L QX |
LQYHVWHG LQ FDVK DFFRXQWV VKRUW WHUP EDQN GHSRVPWVPRQB\ FP\D KM KRB @MW B UPR UG R DV
ERQGY P ZLWRIMWXUL®\WR MRXU \HDUV 7KLV SURYLGHV (YRWHF VXIILFLHQW IOH[LELOLW\ WR VF
RSHUDWLRQV &$3(; DQG UHVHDUFK DFWLYLWLHV DQG SODWIRUPYV

]
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LQ P

O &$3,7%$/ (;3(1',785( 72 '(35(&,%$7,21 O

&DSIDO H[SHQGLWXUH GHFUHDVHG VWLJQLIRERQWO\ DW:SODOQHGLWRHGXFWLRQ LV PDLQO\ DWWL
LQYHVWPHQWYVY LQ -XVW * (YRWHF %LRORPLFRPSRUFIG GHF @QQH O WRI MO\ GXH WR WKH FRPSOHWL
IDFLOLW\ LQ 7RXORXVH 7KH '3' VHIJPHQW UHPRWLWBHG LQYHVWPHQWFXRL®&J RQ VWUDWHJILF LQYH
LPSURYHPHQWY DQG UHSODFHPHQW LQLWLDWLYHV WR HQVXUH WKH KLIKHVW VWDQGDUGV RI WH|

'HSUHFLDWLRQ Rl SURSHUW\ SODQWYDQGPHTXLSPHRPWPDRROQWHGYWQ E\ WKH DERYH PHQWLRQHG
WKLV DPRXQWFDQ EH DWWULEXWHG WR ULBKWPRI XVH DVVHWYV

O &$3,7$/ 67588&785( O

6ROLG HTXLW\ UDWLR DW

,Q (YRWHFYV VKDUH FDSLWPOHFHPEHONVHG WR ' DQG DGGLWLRQDO SDLG IPQ FDSLWDO WR Y
'HFHPEHU Ya P GXH WR JUDQWHG VWRFN RSWLRQV
7KH GHFUHDVH LQ VWRFNKRORGWRV®: RTXVY. VR RMK¥XW HQBFRPEHU Ya P LV GXH WR WKH QHW ORV)

P DQG WKH 2WKHU &RPSUHKIRQVLYH ORVV RI %

$W WKH $QQXDO *HQHUDO OHBWGQJV LKRRQWLQJHQW FDSLWDO DPRXQWLQJJWR/ SHFWRY O\ PDVQIS
IRU XVH LQ WKH VKDUH SHUIRUPDQFH SODQV DQG WKH UHVWULFWHG VKDUHV SODQ $W WKH $QQ
FUHDWHG WR JUDQW EHDUHU VKDUHV WR KROGHUV RU FUHGLWRUV Rl FRQYHUWLEOH ERQGV DQG
RI WKHVH LQVWUXPHQWY WKDW DUH LVVXHG IRU VXEVFULSWLRQ LQ FDVK E\ (YRWHF 6( RU LWV (
D ZDUUDQW RU D FRQYHUVLRQ REOLJDWLRQ IRU QHZ EHDUHU &RPSDQ\ VKDUHYV

,Q D WRWDO RMKDUHYV VKDUHVY ZHUH LVVXHG IURP FRQGLWLRQDO FDSLWDO IRU H[HUFL
'XULQJ WKH ILUVW TXD UWRMD ® IRE3$V ZHUH JUDQWHG WR WKH ODQDJHPHQW %RDUG 7KH
PD[LPXP RI EHDUHU VKDUHYV EHLQJ LVVXHG DW PDWXULW\ DQW HUG CGROWIL RFDMDWV UHY WULFWHG VK

ZHUH JUDQWHG WR WKH ODQDJHPHQW %RDUG RU WR NH\ HPSOR\HHYV

$V RHFHPEHU WKH WRWDO QXPEHU RI DZDUGV JUDQWHG IRU IXWXUH H[HUPSSHR])PRXWRIGGC WF
LVVXHG VKDUBPWGEQ LQ (YRWHFYV HTXLW\ UDWLR VAOWKWKCH BEBURIDVHG WR
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O &855(17 $1' 121 &855(17 $66(76 O
7KH &RPSDQ\TV WRWDO DVVHWY VGER FAJHB \DH/GIREH RE H U '"HFHPEHU Y, P 7KH GHFUHDVH LQ
DVVHWYV ZDV GULYHQ SULPDULO\ E\ UHGXFWLRQV LQ SURSHUW\ SODQW DQG HTXLSPHQW DQG LQY
DQG LQFUHDVHV LQ FDVK DQG FDVK HTXLYDOHQWY VHH *&DVK )ORZ" VHFWLRQ RI WKH 5HSRUW R

,QYHVWPHQWY GHFUIRPDWR & P\ DV'RFHPEHU '"HFHPEHU Ya P 7KLV GHFUHDVH ZDV GULYHQ E
QRUPDO EXVLQHVV RSHUDWLRQV

7TUDGH DQG RWKHU UHFHLYDER MAR LY@ FPU Bl D' \Rff & FER HAJ '"HFHPEHU Ya P 7KH LQFUHDVH ZDV G

KLIJKHU UHLY® QKPP EH U LQFOXGLQJ UHYHQXHV IURP WKH WUDQVDFWLRQ ZLWK 6DQGR] ZKHU
\HDU HQG

3URSHUW\ SODQW DQG HTXLSPHRPW R HF PHDV'IRE HREHU  'HFHPEHU Y P 3URSHUW\ SODQ\
HTXLSPHQW LQFOXGHV ERWK REQEG OMDNWGE BV VAWV WIFHPEHU '"HFHPEHU Ya P RZQHG
DQ® P OHDVHG DVVHWV 7@HGGHEEBEBBVW\LGEBEQRIMDQG MIXLBPHQW GXH WR WKH VDOH RI -XV'
Y P&DSLWDO H[SHRGLWXUHQOIRWHG PDLQO\ WR WKH EXLOG RXW RI WKH - 32' IDFLOLW\ LQ 7R}

IXUWKHU EXLOG RXW RI WKH - 32' IDF ZOIUM\ R.ROUSHW R R@IES IBBAWDWGR® RIKHW LQFUHDVH LQ OHDVH
SODQW DQG HTXLSPRQW RDLQO\ GXH WR DGBLW®RDWHR SULPDULO\ WR D QHZO\ OHDVHG ODER
+DPEXUJ *HUPDQ\ VLWH SDUWLDO®\ RIRVHW E\ GHSUHFLDWLRQ RI

O &855(17 $1' 121 &855(17 /,$%,/,7,(6 O

7KH &RPSDQ\fV WRWDO OLDELOIPNWHRYVYG HF DN DFVH-GP EN U4 'HFHPEHU Ya P 7KH GHFUHDVH
OLDELOLWLHY ZDV GULYHQ SULPDULO\ E\ UHGXFWLRQV LQ QRQ FXUUHQW ILQDQFLDO OLDELOLWL
RITVHW E\ LQFUHDVHV LQ FXUUHQW ILQDQFLDO OLDELOLWLHYV

7TUDGH DQG RWKHU SD\DEOHW GHFUWUHDUBMARENPEHU '"HFHPEHU Ya P 7KLY GHFUHDVH ZDV G
SD\PHQW RI LQYRLFHVY LQ WKH QRUPDO FRXUVH RI EXVLQHVV

&XUUHQW ILQDQFLDO OLDELOR WIRHY: IPQBVUHREFWREHA) ¥ 'HFHPEHU % P ODWHULDO SRUWLRQYV
ILQDQFLDO OLDELOLWLHY LQFOXGH FXUQG @ WUORR® L-LIRLHD IRWE DHATBRHREHW R YHFHPEH U

Y P FXUUHQW ORDQ OLDPLPXWILHYW QG DA H REHOQWDOWRR@\OLDERO LW LMY\ @PURDYHXH WR D Y%
UHFODVVLILRP WIRRRFXUUHQW ORDQ OLDELOLW LRHVO BDQ W HBOOR HRQWW W 7EK\HLGHFUHDVH LQ EXUUHQ
LV PDLQO\ GXH WR UHSP\PSIQUWL RO @\ RIIPHWHEODVXLILFDWLRQ IURP QRQ FXUUHQW OHDVH REOLJ

1RQ FXUUHQW ILQDQFLDO OLDE LR MRL ¥V PGBV URFBIPEGEE\ “YHFHPEHU Y P 1RQ FXUUHQW ILQD
OLDELOLWLHV LQFOXGH QRQ FXUURPQMQ G RDRQ CFLXOELHDQ W LOIHWDR H YR DO/ REWPRBY RI'WFHPEHU

Y P QRQ FXUUHQW ORDQ OLPELRQ ¥FXWW QW &HDVH REOLJDWLRQV 7KH GHFUHDAVHWQ QF
PDLQO\ GXH WRPDHFODVVLWMEFWUREQW ORDQ OLDELOLWLR\ QSQH X OROM KRURMFHHEV % 7KH LQFUH
OHDVH REOLJDWIPRQW PRL@O\ GXR WR @HZ OHDVH REOLJDWLRQV VHH SURSHUW\ SODQW DQG HTX
E\ UHFODVVLILFDWLRQV WR FXUUHQW OHDVH REOLJDWLRQYV

1RQ FXUUHQW GHIHUUHG LQFR FPHWHR KB HDW RBHP\E ¥4 U 'HFHPEHU Ya P 7KLV GHFUHDVH ZDV
SULPDULO\ A &LVSRVHG GXH WR WKH VDOH RI -XVW (8
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7KH &RPSDQ\ LV QRW LQYROYHG LQ DQ\ RIl EDODQFH VKHHW ILQDQFLQJ WUDQVDFWLRQV LQ WKH
OHDVH EDFN DJUHHPHQWYV RU FRQWLQJHQW OLDELOLWLHY LQ UHODWLRQ WR VSHFLDO SXUSRVH }

,Q -XQH WKH FRPSDQ\ WHUPLQDWHG LWV % P VHOQLRU VHFXUHG UHYROYLQJ FUHGLW IDFLOL
XQXVHG FUHGLW OLQHV DV RI \HDU HQG

$V Rl \HDU HQG WKH FRP SO Q HWGUYLRWHE FFIDY K Y4 P

2WKHU FRPPLWPHQWY DQG FRQWLQJHQFLHV FRQVLVW RI DVVHW SXUFKDVH FRPPLWPHQWV DO
H[SHQVHV DV ZHOO DV FRQWUDFWHG QRQ PLOHVWRQH EDVHG FDSLWDO FDOOV LQ UHODWLRQ V
IXWXUH SD\PHQW REOLJDWLRQV UHVXOWLQJ IURP FRPPRWFHPWEMUDQG ¥ RQWLQ JHE BIHH ® WHR Q/R G
REOLJDWLRQV IRU QRQ FDQFHOODEOH OHDV H HDRHWMHEHPHQWYWFRHPEHHW FRPPRQFBOGHDNVRIVHH VHFW
Rl WKH 1RWHV WR WKH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

7KH &RPSDQ\ KDV OLFHQVHG RU DFTXLUHG FHUWDLQ WKLUG SDUW\ LOQOWHOOHFWXDO SURSHUW)
FRPPLWPHQW WR SD\ PLOHVWRQHY GHSHQGHQW RQ SURJUHVV RU PDNH PLOHVWRQH DQG OLFHQ
WKLUG SDUW\ VXE OLFHQVLQJ IHHV
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(YRWHF 6 (

7KHPDQDJHPHQW UHSRUWOQRI \WKRHWHFRXS PDQDJHPHQW UHSRUWKIRYH VEKIH QL ORPELQ G\ XW VXD QW
SDUDJUDSK RI WKH *HUPDQ &RPPHUFLDO &RGH LQ FRQMXQFWLRQ ZLWK VHFWLRQ SDUDJUDSK
WKH (YRWHF *URXS UHSRUWLQJ (YRWHF 6(TV QHW DVVHWV ILQDQFLDO SRVLWLRQ DQG UHVXOW
HFRQRPLF VLWXDWLRQ LV SUHVHQWHG LQ D FRQGHQVHG IRUP (YRWHF 6(1V FRPSOHWH VWD\
&RPPHUFLDO &RGH DQG WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SXEOLVKHG LQ WKH

7KH ULVNV DQG RSSRUWXQLWLHY DUH SUHVHQWHG LQ WKH 35LVN DQG RSSRUWXQLW\ PDQDJHPHQ

,Q DFFRUGDQFH ZLWK (YRWHF 6(TV EXVLQHVYVY PRGHO UHYHQXHVY DQG RSHUDWLQJ SURILWDELOL
LPSRUWDQW VXEVLGLDU\ (YRWHF ,QWHUQDWLRQDO *PE+ 1HZ FRQWUDFWY DQG FRQWUDFW H[WH

(+0#0% + #.
2'4(14/#0%"' +0&+% #6145

(YRWHF 6(TV EXVLQHVYVY LV FRQWUROOHG E\ WKH ILQDQFLDO SHUIRUPDQFH LQGLFDWRUV RI UHYH
VHFEXULWLHV

()
),1$1&,$/ 3(5)250$1&(
,1',8%$7256 &203$5(' :,7+ )25(&$67
()

JRUHFDVW $QQXDO 5HSRWBWWXDO UHVXOW

5HYHQXHV 6WDEOH DW % P Yy P
$GMXVWHG (%% '$ P WR Y P Ya P
/ILTXLGLW\ 60LIJKWO\ EHORZ ¥ P Ya P

$V VWDWHG LQ WKH RXWORRNOQDHAWHRY RHWKHW RI (YRWHF 6( P/ EBDE H SHIFMQICGHNRRD @KIHD O \H D
(YRWHF 6( FORVHG WKH |LZQ0KFUBO HBRHWRI Y% Y P 7KLV LV EHORZ H[SHFWDWLRQNUBQGHUR!

FRPSDUHG WRKH GHFOLQH LQ UHYHQXH LV PDLQO\ GULYHQ E\ UHYHQXH IURP IPQWHKUFRPSD
GHFUHDVHG GXH WR ORZHU DGPLQLVWUDWLRQ FRVW

7KH DGMXVWHG (%,7'$ DPRXQWH& WR ¥DQG WKXV VLIJQLILFDQWO\ H[FHHGHG H[SHFWDWLRQV 7KH
SULPDULO\ GULYHQ E\ KLJKHU WKDQ DQWLFLSDWHG GLYLGHQG LQFRPH |URRHMHL CCLYDRMHDE & R A DHD
SDUWLDOO\ RIIVHW E\ UHGXFHG UHYHQXHV DQG LQFUHDVHG SHUVRQQHO H[SHQVHYV

$W WKH HQG RI WKH \HDU WKH DHKIOKXKKZDWWED®Y WKH SUHYLR»®V DIBUWKH IRUHFDVW VOLJKWO\ EF
QHW SRVLWLYH GLIIHUHQFH LV PDLQO\ GXH WR WKH VDOH RI RI WKH VKDUHV LQ -XVW (YRW!

2YHUDOO (YR W HHXGWKRZ DP L[ H3 SHIRP DOFHDIDQWH SHABMRQY :  KLBILHYHIXHY GHRIQHG\ HDURQ \ HDUDQG IHIDKRUAR WHI RUHFDWY
SURILWDELOLW\ RXWSHUIRUPHG GXH WR VWURQJHU GLYLGHQG LQFRPH DQG HIIHFWLYH FRVW PD
SODQQHG VXSSRUWHG E\ SRUWIROLR DGMXVWPHQWY DQG FRQWLQXHG FRVW GLVFLSOLQH
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,Q WRWDO UHYHQXHV RI (YRWHFP6 (LD BRXQ WB\GHPW\ARUY, FRPSDUHG WR WKH SUHWYLRENYH®QXH V.
PDLQO\ FRPSULVHG VHUYLFHV SURYLGHG WR DIILOLDWHG FRPSDQLHV

7TKLUG SDUW\ UHYHQXHV LQFOXGLQJ PLCPHVN®/RQHR/ GHEQH D VAHA F K RAFR U H ISR GARWWRQDRI ¥Q
WKH FRQWUDFW ZLWK &+', )RXQGDWLRQ KDG EHHQ WUDQVIHUUHG WR WKH VXEVLGLDU\ (YRW

OLQH ZLWK H[WHUQDO UHYHQXHV RI (YRWHFP, Q@ HUDD WLRQDQ® *BE+ WIRRPHZHU EXVLQHVV LQWHUI
EHWEQ (YRWHF 6( DQG (YRWHF ,QWHUQDW LR D CP *IPE + @\@ 8 UK R R SEHR UHDRAKD BQH VW R RP P4

O 1(7 5(68/7 O

(YRWHF 6( HQGHG WKH ILRID/QK IDDQ HWDQWRFYV RI YHW IJDLRQ ZKH DGMXVWHG (%, DBRRQWHG WR Y%
Ya P

LQ N

1HW LQFRPH ORVYV

SOXV WD[HV RQ LQFRPH

OHVV LOQOWHUHVW LQFRPH

SOXV LQWHUHVW H[SHQVHYV

SOXV GHSUHFLDWLRQ RI WDQJLEOH DVVHWYV

SOXV DPRUWL]DWLRQ RI LQWDQJLEOH DVVHWYV

SOXV LPSDLUPHQW RI ILQDQFLDO DVVHWYV DQG
VHFXULWLHV FODVVLILHG DV FXUUHQW DVVHWYV

SOXV HIWHUQDO F\EHU UHODWHG FRVWYV

SOXV H[SHQVH OHVV LQFRPH IURP VDOH RI VKDUHV

SOXV UHRUJDQL]DWLRQ FRVWYV
$GMXVWHG (%,7'$

5HIDUGLQJ WKH GHILQLWLRQ SOHDVH UHIHU WR WKH 2)LQDQFLDO SHUIRUPDQFH LQGLFDWRUV" FKDSWHU RI WKLV FR

Q RWKHU RSHUDWLQJ LQFRPHRGMWRUWBPVHG B\ %P ,Q WKH SULRU \HDU LW PDLQO\ UHIOHFWH
ILQDQFLDO ®BVVHWVKRI FXUUHQW ILQD @RIQIDD GHOWY H@VEWPZULWH XSV RI ILQDQFLDO DVVHWYV DQG
v, P Y, P FXUUHQF\ JDL®V RI % P ,Q DGGQWHRGRRBRSIFXDUJHV RIDMH VKRZQ LQ RWKHU R

LQFRPH % P

7KH FRVW RI PDWHULPON RPOWPEL @2 WR Y% P LQ 7KLV LV LQ OLQH ZLWKJWXHOXHKNUHDVH

SHUVRQQHO H[SHQVHV LQFUHWDNWHRE VOR 1LIQV OW B\Y%P LQ 7KH LQFUHDVH ZDV PDLQO\ GULYHQ E\ D
VDODULHV

2WKHU RSHUDWLQJ H[SHQVHVPLIURPHB.VAGNREW:%P LQ 7KLV LQFUHDVH EDVHG RQ FKDQJH RI FXI

Ya P WR %P Y% P ORVV IURP VDOH RI DIILOLDWHG FRPSPQLHWULRK®Y LQFUHDNRQRIXO'WLIQQO

FRVWV OLFHQVH FRVWV DQG ¥X®WVRPHPOHV L® WKH DPRB RWKHU LQFUHDVHG DGPLQLVWUDWLR

FRPSHQVDWHG GXH WR GHFUHDVHG OHJDOPDQG FR QWX ODMLE) U HRIH € Rt WO\ IE Ri@- P IWPRPQ %
WR ¥%P

,QFRPH IURP LQYHVWPHQWVPLRQGEUHDVH® WR %KH GLYLGHQG LQFRPH IURP DIILOLDWHG FRPSDQLH
6$6 % P DQG (YRWHF ,' /\RQ 6%$6 %

:ULWH GRZQV RI |ILQ®QFLBDBVBGYHWYRP % P WR P GXWR LPSDLUPHQWYV RI VL[ HTXLW\ LQYHVWPHQ\
DQ DIILOLDWHG FRPSDQ\ PPRX @WDDQWRV'R SRUWIROLR FRPSDQLHV WRWDOLQJ %

,Q WKH ILQDQFLDIOQFRPH IURP RWKHU VHFXULWLHYV BH¥RHWDPVHG VIO LIJRWGKEY BHFUHDVH ZDV PDL(
ORZHU LQWHUHVW LQFRPH RQ ORDQV JUDQWHG WR VXEVLGLDULHYV

]
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, QWHUHVW H[SHQVHV GHPUWRWPC\HDRPR®Y \HDU PDLQO\ GXH WR LQWHUHVW H[SHQVHV RQ ORDQYV

0'6 #55'65 #0& (+0#0%+#. 215+6+10
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7KH WRWDO DVVHWYV RI (YRWHFR®B( DPRXQWHG BDWR WKH ILOQDQFLDO \HDU HQG

O0/,48,",7< $1' ),1%$1&,1* O

$V RHFHPEHU OLTXLGLW\ LQFUHMDWRGYE\PYa Ya P ORYHPHQWYV LQ IRUHLJQ H[FKDQJH UDW
HITHFW RQ WKLY GHYHORSPHQW 7KH LQFUHDVH SULPDULO\ UHIOHFWHG KLDKHZHOQWHWU ERPSR DV
GLYHVWLWXUHYV

1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLW%LHV PPRSGWB® MR “DVK LQIORZV ZHUH P DJLHGXR FGWLIRYH Q
LQWHUFRPSDQ\ UHFHLYDEOHV H[FOXGLQJ LQWHUFRPSDQ\ ORDQV 7KHVH LQIORZ\DQBUMHPaDUWLI
GHFUHDVH LQ LQWHUFRPSDQ\ SD\DEOHV H[FOXGLQJ ORDQV

1HW FDVK XVHG LQ LQYHVWLQJ DPFWLY LG HRVD WKR WD BDIRPZG &DVK RXWIORZ SULPDULO\ UHODWHG V
DIILOLDWHV LQF®XIRMRWHF +DPEXUJ: *PR+RYRWHF 86 DWEHOO PVIRU -XVW (YRWH F &BDLSROWIQ F\
HBHQGLWXUH GHFUPIDWHG WR % P 7KHVH RXWIORZV ZHUH SDUWLD®Z\RR R W RP DNV® H W EDN KWL
RI -YW+ (YRWHF %LRORJLFV (8 6$6 DV ZHOO DV FDVKURPYLGRIDIGA/ PPREOM IBREWRRWHF ' /\RQ 6
Y, P $ SRUWLRQ RI WKH -XVW + (YRWHF %LRORJLFV (8 6$6 GLVSRVDO SURFHHGV ZDV VHWW:H
DPRXQWLQJ WR Y%

1HW FDVK LQIORZ IURP ILQDQFLQJ DFRWLYLWQHW BBPRX RXMWGORE RKLY ZDV PDLQO\ DWWULEXWDEO
LQWHUFRPSDQ\ ORDPQVPRI WKH GUDZGRZQ Rl DQ P, %WEKRDQZRYV RIIVHW E\ UHSD\PHQWYV RI LQWH!L
Y P DQG ORDQ UHSD\PHRWV RI %

0'6 #55'65
O &%$3,7%$/ 6758&785( O

7KH WRWDO VKDUH FDSLWB WRQFWPHDVHG: E\ P2 ,Q VKDUHV IURP VKDUH SHUIRUPDQFH DZD!
(YRWHF *URXS HPSOR\HHV DQG PHPEHUV RI WKH ODQDJHPHQW %RDUG DV ZHOO DV IRUPHU (
ODQDJHPHQW %RDUG VKDUHV ZHUH FRQYHUWHG LQWR (YRWHF VKDUHV E\ XVLQJ FRQGLWLR

DOQQRXQFHG D VKDUH EX\EDFN SURJUDP ZLWK D YROXPH RI XS WR % P IRU WKH SHULRG IURP
EX\ EDFN WHFRP SDQ SXURKDVHG DVREICR! \KDWHVERHA HHQ 1 RYHP EHJ DQG1 RYHP EHJ LOFOMYH  DADWDQVERARQ Z HIKWG
DYHUDJH SULFH RI Y% WRWDOH¥FROERH Y“(YRWHRBW(RKHOG WUHPBHXEN Y KDUHV

,Q ILQDQFLDO \WRWDO HTXLW\ GHFU®DWRRGY%E\ PV, Ya P PDLQO\ GXH WR WKH QHJDWLYH |
'"HFHPEHU (YRWHF 6( UHSRUWHG D VIOLVKWW\LROFIUHDVHG HTX

O 1(7 $66(76 $1' /,$%,/,7,(6 O

BURSHUW\ SODQW DQG HTXLSPHR®W R HF B HDW'HRE HHFRE¥ U Ya P 7KH PDLQ UHDVRQ IRU Wi
VFKHGXOHG GHSUHFLDWLRQ DPRXQWLQJ WR % P H[FHHGHG WKH DGGLWLRQV WR IL[HG DVVHW

7TKHLQQFLDO DYNVGIXWGOH VKDUHYV LQ DIILOLDWHG FRPSDQLHY ORDQV WR DIILOLDWHG FRPSW®IHHHV |
ILQDQFLDO DVVHWYV GHPUMH®& HD® FEX W H G° VDR RFHP EH U Ya P

1HZ ORDQV WR DIILOLDWHG FRPSDQLHY UHODWH WR ORRWRWIOVPL & VORD @V RXQWWHG2WR \WPXHEMD®I
RI ORDQV UHVXOWLQJ LQ D WRWDO GWFUHDVH LQ WKH DPRXQW RI Y%

]
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7KH HIITHFW Rl FDSLWDO LQFUHDVHYV DW DIILOLDWHG FRPSDQLWY DRG DIFWXILWL WiARDQN DDAPW X O BH/G
WR FDSLWDO LQMHFWLRQV WR H[LVWLQJ LQYHVWPHQWY LQ DIILOLDWHG FRPSDQLHV PDLQO\ W
DGGLWLRQ (YRWHF 6( KDG WR LPSDLU VL[ HTXLW\ LQYHVWPHQWY DV GHOD\V LQ WKH UHVSHFWL
WZR LQYHVWPHQWY LQ DIILOLDWHG FRPSDQLHV DVRIZIHOOPDM WKDRE®\WERYXROMG ¥%LQ W KMH LW RDIWDW UL E R
HITHFWVY ,Q DGGLWLRQ 2;9%; /LPLWHG 2[IRUG 8QLWHG .LQJGRP WAKH MKIDXHG DLW H G DLWQU WHNH 71K B |
%RVWRQ HBH WVROG DV ZHUH WKH VKDUHW LTRXORXVHR WHFQHBRHRORIXGWIQJ LQ D GLVSRRDO RI Wk

&RPSDUHGHFIHPEHU UHFHLYDEOHV DQGQRFWHKHBEWVHG/ENMWRYY P 'HFHPEHU Ya P 7KLV ZDV PDLQO
DWWULEXW DBEAFHH WY B\GKHHY DULVRRQ W KHRPKWKHWDOQHXVW (YRWHF %LRORJLFV (8 7RXORXVH )UDC
LQFUHDVHG VOLPKWO\ W RPYs

$V D UHVXOW RI| D @RHZHUQYRIYXWHRHRWWLHY GHFUHDWHRGYE FPRPSDUHG WR WKH SUHXLRXV \HDU

,Q RWKHU SURHAMLRDWHG P\ YURP 4P WR % P 7KGHFUHDHAHXOWHG PRLDKHU WBRIMRYLVLRQV IRU R)
LQYRLFHY DQG SHUVRQQHO UHODWHG SURYLVLRQV RIIVHW E\ ORZHU SURYLVLRQV IRU RQHURXYV
WKH UHRUJDQL]DWLRQ

Q (YRWHRBDELOLWLIBHMRHEDAEVE\WR ¥ P Y, P 7KLV FKDQJH ZDV PDLQO\ GXH WR U
DPRXQW RI 8 RIIVHW E\ DQ (,% ORDQ XPVLOL]DWLRQ RI %

7TUDGH DFSEBYXOBWWH GHEWU¥HDVH®/ R YP Ya P LQ OLQH ZLWK WKH RYHUDOO FRVW VDYLQJ SURJU

)'0'4#. 56#6'/'06 10 ':2'%6'&
&'8'.12/'065 $; 6*' /#0#)'/'06 $1#4&

,Q (YRWHF 6( UHYHQXHVY GHFUKDNKEZEY EHORZ WKH IRUHFDVW ,QWHUFRPSD®\ IUHYHRQOXHYV G
Ya P LQ GXH WRHNYHQHVV LQWHUDFWLRQV EHWZHHQ (YRWHF 6( DQG (YRWHF ,QWHUQDWLRQD
IURP ¥4 P LQ WR % P

$GMXVWHG (%,7'$ DPRXQPNHG WR Y2 Y P 7KH GHFUHDVH ZDV FDXVHG E\ ORZHU UHYHQXHV LQ (
GHYHORSPHQWY DFFRPSDQLHG E\ KLJKHU IRUHLJQ H[FKDQJH ORVVHY DQG KLJKHU SHUVRQQHO F
IURP DIILOLDWHG FRPSDQLHV ORZHU PDWHULDO H[SHQVHV DV ZHOOFRWP SHFIDE QVR IVK\HE W IDRAUWAE

176.11- (14 '816'% 5°'

O (;3(&7(" 23(5%$7,1* 5(68/7®

JRU WKH ILQDQFLDO \HDU (YRWHF 6( DOQWLFLSDWHY D PRGHUDWH \HDU RQ \HDU UHYHQXH G|
7KLYV RXWORRN UHIOHFWVY WKH FXUUHQW RUGHU EDFNORJ ZLWKLQ (YRWHF QWHUQDWLRQDO

- LWK D FRQWLQXHG IRFXV RQ EDODQFLQJ VWURQJ LQYHVWPHQWYV LQ (YRWHETV FDSDELOLWLHV \
VWHZDUGVKLS LQ D FKDOOHQJLQJ P D(FURRNHHR QRRUPH. F DIV @YWL WRK@IP ARWW VWUXFWXUH WR GHFOLQH P
PLWLJDWH WKH RYHUDOO LPSDFW $W WKH VDPH WLPH DQG VLPLODU WR SULRU \HDUV (YRWHF
GHYHORSPHQW WHFKQRORJ\ H[SDQVLRQ DQG WKH ILQDQFLQJ UHVSRQVLELOLWLHV RI D SDUHQW

7KH UHFHQWO\ DQQRXQFHG +RUL]JRQ SURJUDP VXSSRUWVY WKLV REMHFWLYH E\ GULYLQJ VWUXF
P RGHCDRLRW/( YRWPIY J GREDOFRWDQG RSHDARQV I RRBUQW( YRWF 6( H SHANVVR LOFXUH SHOWVIQ DEZ GRXE®! GLIIWP LAIRQ HXUR LDQIH VR HVXUHWH
VPRRWK LPSOHPHQWDWLRQ RI WKH p+RUL]JRQY SURJUDP :KLOVW LV H[SHFWHG WR EH D WU
UHVXOWV WKH &RPSDQ\ DQWLFLSDWHV LQLWLDO FRVW VDYLQJV WR EHJLQ PDWHULDOL]JLQJ GXUL
6( V RXWORRN

7KHUHIRUH (YRWHF 6( HISHFWV DGMXVWHG DU & WRPUDQJH EHWZHHQ Y

]
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O (;3(&7(" /,48,',7< O

(YRWHF 6( V OLTXLGLW\ SRVLWLRQ LQFUHDVHG LQ PDLQO\ GXH WR WKH VDOH RI RI WKI
XWLOL]DWLRQ RI DQ (,% ORDQ DQG FRVW VDYLQJV
,Q WKH ILQDQFLDO \HDU WKH DYDLODEOH OGREUGDWH RIOLYIRWHR DEHQIDR 28 pSH FARH & KWHRU H S D\ P

SURPLVVRU\ QRWWHKBQ & $3(;

&DVK HIITHFWV IURP WKH LPSOHPHQWDWLRQ RI WKH *URXS V +RUL]JRQ SURJUDP RU DQ\ VDYLQJV W
(YRWHF 6( OHDVXUHVY DVVRFLDWHG ZLWK WKLY SURJUDP DUH H[SHFWHG WR LPSDFW WKH OLTXLG
DW WKH FXUUHQW VWDJH HIIHFWV RQ WKH QHW OLTXLGLW\ RI (YRWHF 6( FDQQRW EH UHOLDEO\
EHWZHHQ (YRWHF 6( DQG RWKHU JURXS FRPSDQLHVY KDYH QRW EHHQ FRPSOHWHO\ GHWHUPLQHG

30HDVH UHIHU WR WKH VWDWHPHQWY LQ WKH *URXS RXWORRN VHFWLRQ ZKLFK DOVR UHIOHFW W



OXVWDLQDELOL
OWDWHPHQW

[J *HQHUDO ,QIRUPDWLRQ
[ (QYLURQPHQW
__B6RFLDO
[ ]*RYHUQDQEFH
[J$SSHQGL]
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*HQHUDO ,QIRUPLTL

$#5+5 (14 24'2#4#6+10

7KLV 6XVWDLQDELOLW\ 6WDWHPHQW KDV EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWK V&KB BRRUSRUDV
&65 5LFKWOLQLH 8PVHWWXQQ¥DH\GHN] WKH QRQ ILQDQFLDO LQIRUPDWLRQ UHTXLUHG XQGHU VHFW

E WR H RI WKH *HUPDQ &RPPHUFLDO &RGH +*% ,Q OLQH ZLWK WKH RSWLRQV SURYLGHG
UHIHUHQFH WR WKH (XURSHDQ 6XVWDLQDELOLW\ 5HSRUWLQJ 6WDQGDUGV DV D UHSRUWLQJ |
VXVWDLQDELOLW\ LQIRUPDWLRQ SURYLGHG WR (YRWHFfV HPSOR\HHVY VWDNHKROGHUV DQG SDUYV

JRU WKHUHSRUWLQJ \HDU ZH PDAMNDAWH RI WKH (656LQWURGXFHG E\ WKH &RPPLVVLRQ '"HOHJDWH
ZKHUH SHUPLWWHG DSSO\LQJ WKH VLPSOLILHG SURYLVLRQV DV DOORZHG 7KH TXLFEN IL[ ZzDV D
KDYH RPLWWHG UHSRUWLQJ DQWLFLSDWHG ILQDQFLDO HIIHFWV IRU DOO PDWHULDO WRSLFV 1R
PDWHULDO ZHUH RPLWWHG LQ RUGHU WR HQVXUH UHSRUWLQJ FRQWLQXLW\

7R HQKDQFH WUDQVSDUHQF\ UHJDUGLQJ WKH UHTXLUHPHQWY RI WKH *HUPDQ &65 58* t F +*%
PDQGDWRU\ QRQ ILQDQFLDO DVSHFWV DUH DGGUHVVHG LQ WKLV 6XVWDLQDELOLW\ 6WDWHPHQW |

7$%/( 17(*5%$7.21 2) &65 58* $63(&76

&65 58* DVSHFW &KDSWHU
(QYLURQPHQWDO PIWWGEIRDWH FKDQJH
[=ERODIXWLRQ

1 BHVRXUFH XVH DQG FLUFXODU HFRQRP\

(PSOR\HH PDWWHUIE__2ZQ "RUNIRUFH

6RFLDO PDWWHUV I& "RUNHUV 1 Q WKH 9DOXH &KDLQ

+XPDQ ULJKWV [E 270 RUNIRUFH

16 SRUNHUY 1 Q WKH 9DOXH &KDLQ

$QWL FRUUXSWLRQFED QG EVII GHVIV &RQGXFW

O &2162/,'$7,21 O

7KLV 6XVWDLQDELOLW\ 6WDWHPHQW KDV E HBHLP SQH SIRU Y ESISR IDWF R R ¥ R @LYGDAWHRE \EP DVW HV VP HQ W
GDWD DQG QRQ ILQDQFLDO SHUIRUPDQFH PHWULFV ZKLFK LQFOXGHV WKH LQIRUPDWLRQ UHOHYTE
WKH HQWLUH (YRWHF 6( *URXS ,W FRYHUV LQIRUPDWLRQ UHODWLQJ WR VLWHV LQ ILYH FR
FRQVROLGDWHG (6* GDWD

7KH UHSRUWLQJ SHULRG FRUUHWWSRIEG\ \CR \ EMPRIWDHURRIY WRFHPEHU DQG WKH VFRSH RI WKH 6X'
6WDWHPHQW LV WKH VDPH DV RI WKH J)LQDQFLDO 5HSRUW

O )5$0(:25.6 $1' '$7% O

7R SUHSDUH IRUUWSRIUWLQJ UHTXLUHPHQWY ZH UHYLVLWHG DQG HQKDQFHG RXU GRXEOH PDV
UHODWLRQVKLSVY SURGXFWY DQG VHUYLFHV ZKLFK LV WKMW ORSIHFCNVLEL WK D 6V 2 B/'FIPHQXWOQRWP DG
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O 83675($0 $1' '2:1675($0 9%$/8( &+%$,1 O

,QIRUPDWLRQ RQ (YRWHF *URXSYTV GLUHFW DQG LQGLUHFW UHODWLRQVKLSY DFURVV WKH XSVWU
RI LPSDFWV ULVNV DQG RSSRUWXQLWLHV ,52V IRU ZKLFK WKH IXO0 YDOXH FKDLQ ZDV FRQVL
UHIOHFWY WKH HQYLURQPHQWDO DQG VRFLDO GLPHQVLRQV DFURVV GLIIHUHQW VWDJHV RI WKH
VWDNHKROGHUV )XUWKHU GHWDLO RQ WKH YDOXH FKDLQ DQG WKH ERREHWVHEVVNQGED S2YRR]
LD QD ITHPHHAWRRW KLY 6WDWHPHQW

0 20,66,21 2) ,1)250%$7,21 O

,Q DFFRUGDQFH ZLWK G RI %3 FHUWDLQ LQIRUPDWLRQ UHODWLQJ WR LOQWHOOHFWXDO SURSH
G Rl %3 KDYH EHBQHPFNIHWWHHGWKH VHFWLRQ RQ ,QIRUPDWLRQ 7HFKQRORJ\ 5LVNV IRU PRUH GHWLEL
ORUHRYHU ZH KDYH H[HPSWHG LQIRUPDWLRQ EDVHG RQ WKH GLVFORVXUH RI LPSHQGLQJ GHYHO|
LQ DUWLFOHV D DQG D RI '"LUHFWLYH (8 UHJDUGLQJ RXU VWUDWHJ\ ORUH LQIRUPD
$QQXDO 5HSRUW V 2XWORRN

0 7,0( +25,=216 O

JRU WKH 6XVWDLQDELOLW\ 6WDWHPHQW ZH GHILQHG WKH VKRUW WHUP WLPH KRUL]JRQ DV D WZ
ILQDQFLDO DQG VXVWDLQDELOLW\ UHODWHG ULVNV 7KH PHGLXP WHUP WLPH KRUL]JRQ LV GHILG
EXVLQHVV DFWLRQ SODQV DQG LV JHQHUDOO\ DSSOLHG WR VXVWDLQDELOLW\ PDQDJHPHQW )RU
XVLQJ DV WKH EDVHOLQH \HDU 7KLV ORQJHU SHULRG UHIOHFWY WKH WLPHIUDPHV UHTXLUHG
FULWHULD 7KH ORQJ WHUP KRUL]JRQ LV GHILQHG DV DQ\ SHULRG EH\RQG ILYH \HDUV GXULQJ Z
DVVHVVHG DFURVV WKH EXVLQHVV

O 6285&(6 2) (67,087,221 $1' 287&20( 81&(57%$,17< O

,Q SUHSDULQJ GLVFORVXUHV RQ GDWD TXDOLW\ DQG HVWLPDWLRQ PHWKRGV ZH GLIIHUHQWLDW
RZQ RSHUDWLRQVY DQG PHWULFV UHO\LQJ RQ LQGLUHFW VRXUFHV RU H[WHUQDO HVWLPDWLRQV
VXSSRUWHG E\ sSULPDU\ GDWD DQG WKHUHIRUH SUHVHQW D ORZHU OHYHO RI XQFHUWDLQW\
VXSSOLHU UHODWHG LQIRUPDWLRQ RIWHQ UHO\ RQ LQGXVWU\ DYHUDJHV SUR[\ YDOXHV RU W
XQFHUWDLQW\ 1RQH RI WKH PHWULFVY KDYH EHHQ H[WHUQDOO\ YDOLGDWHG XQOHVV VXFK YDOL
EHORZ IRU PRUH GHWDLOV RQ VRXUFHVY RI HVWLPDWLRQ DQG RXWFRPH RI XQFHUWDLQW\
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7$%/( 6285&(6 2) (67.0$7.21 $1' 287&20( 81&(57%,17<

OHWULF 7RSLF 6RXUFH RI OHDVXUHPHQW 8QFHUWDISWXPSWLRQV -XGJPHQWYV
6FRSH *+* HPLVVLRQV = SXUHARRDMNW BG QRXGS DIHIYV DUH HQUR O O HDGV TH WXD@ WAK\HH(BSRIFMAGLE WR LPSURYH
VHUYLFHYV V\VWHP HVWLPDWLRQ UHTXLUHG |[BDUWRG IUSTBRIURVL QQ@ (FRODGLV

VXSSOLHUV
&OLPDWH UHODWHG ILQDQFLD®VVHVNY HD@W Rl ULVNV DQG RSSRUNDOLIHVLREY HY B HRUHAG MXFG JIPRI@W DQG HJ!
RSSRUWXQLWLHY PHGLXP DQGRQRQHWRUFRYROYHY VRPH OHY H® KR UYD MHHUPD L Q W\

6KRUW WHUP FOLPDWH UH O DWHBYH® RQFILFOWHER YWAW EXGJIHW YV DEMEH RO E@@H® QXP EHIXWHY DV EDVHOLC
ZLWKLQ WKH 5LVN ODQDJHPHQW B6\VWHP 506

:DVWH WUHDWPHQW DQG GLVSRMDIMHY RQ H[WHUQDO GDWD ZKHU I IHFI\D DEEHD D QS PH[G WURVEH ORQJ WH
MXGJPHQW IURP VXEMHFW P DWW H W GIGESH UL H O\

‘DVWH JHQHUDWHG DQG ZD VW QUILIHHIBWER\HIW HUQDO YHQGRUV DAXRY MW LRV HWH QUGHRSR GWD IMDI PD\ GLIITHU |
VWUXFWXUHV PD\ YDU\

O &+%$1*(6 ,1 35(3%$5%$7,21 25 35(6(17%$7,21 2) ,1)250%$7,21 $1' (55256 O

7KH SUHSDUDWLRQ DQG SUHVHQWDWLRQ RI LQIRUPDWLRQ LQ WKLV 6XVWDLQDELOLW\ 6WDWHPF
UHSRUWLQJ \HDU WKH UHSRUWLWR D)S$W R EEKKONG Q. SO/ K65 UHTXLUHPHQWY $V UHVXOW FH
LOQGLFDWRUV ZHUH UHSODFHG RU UHGHILQHG WR HQVXUH FRQVLVWHQF\ XQGHU WKH (656 IUDPE
GLUHFWO\ FRPSDUDEOH DQG IXO0O UHFRQFLOLDWLRQ WR SULRU GLVFORVXUHYV LV QRW DOZD\V IH

&RPSDUDWLYH LQIRUPDWLRQ KDV EHHQ UHFDOFXODWHG ZKHUH PHWKRGRORJLHV GHILQLWLR
FRPSDUDELOLW\ EHWZHHQ UHSRUWLQJ SHULRGY :KHUH UHFDOFXODWLRQ ZDV QRW SUDFWLFDE
XQDYDLODELOLW\ RI UHOLDEOH KLVWRULFDO GDWD WKLV LV GLVFORVHG DFFRUGLQJO\

:KHUH FRPSDUDWLYH ILJXUHVY KDYH EHHQ UHYLVHG WKH GLIIHUHQFH EHWZHHQ SUHYLRXVO\ GLVI
OLQH ZLWK (656 %3 SDUDJUDSK F

O ,1)250%$7,21 67(00,1* )520 27+(5 /(*,6/%$7,21 O

7KLV 6XVWDLQDELOLW\ 6WDWHPHQW FRQWDLQV LQIRUPDWLRQ UHTXLUHG IRU WKH FRPELQHG VF
F LQ FRQMXQFWLRQ ZLWK VHFWLRQV E WR H RI WKH +*% W DOVR LQFOXGHYV LQIRUPDYV
DFFRUGDQFH ZLWK 5HIXODWLRQ (8 $UWLFOH 7 KH (BHTOH R QEW\ NQR RWER ® L\RQDIWWH £ Bl IDWH Q

[ESSHQBBUKYLGHY DQ RYHUYLHZ RI DOO LQFRUSRUDWLRQV E\ UHIHUHQFH XVHG ZLWKLQ WKH 6XV\

6867%,1$%,/,7< *29(51%$1&(
O &20326,7,21 $1' ',9(56,7< 2) 7+( 0$1$*(0(17 %2%$5' O

,Q DGGLWLRQ WR WKH &KDLU WKH ODQDJHPHQW %RDUG RI (YRWHF 6( FRQV L WWK\WFRHQWBREH | XU
ZRPDQ7KH &KDLU FRRUGLQDWHY WKH ZRUN RI WKH ODQDJHPHQW %RDUG PHPEHUV 1HZ ODQDJHPH
RI WKUHH \HDUV LQ DFFRUGDQFH ZzLWA : D R (ARSI Q\R RHAHH WHRSUHHVHQWDWLYHYV DU
ODQDJHPHQW %RDUG

7KH 6 XSHUYLVRU\ %RDUG VHOHFWY ODQDJHPHQW %RDUG PHPEHUV EDVHG RQ TXDOLILFDWLRQV I
GLYHUVLW\ UDWLR RIZRRHM®BQPBPEHQV$SGGLWLRQDOO\ WZR RI WKH IRXU ODQDJHPHQW %RDUG PHPE

7KLV WH[W UHSRUWYVY RQ WKH FRPSRVLWLRHFRPBWHH ODQDIJHPHQW ERDUG DV RI

]
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(;3(5,(1&(6 6.,//6 $1' 5(63216,%,/,7,(6
2) 081$*(0(17 %2%$5' 0(0% (56

5HVSRQVLELOLWLHYV ZLWKLQ WKH 0DQBJGPHIBM @ RBBRUIGRQJ WR |IXQFW (R R R EFIHG XRIG! \
[DDODIHPHQW PKRIDUBQDIJHPHQW %RDUG ZRUNV WRJHWKHU DV D WHDP )XUWKHUPRUH HDFK LQGL"
PDQDJLQJ WKHLU RZQ DUHD RI UHVSRQVLELOLW\ DXWRQRPRXVO\ $FWLYLWLHVY DQG WUDQVDFW
LPSRUWDQFH IRU WKH &RPSDQ\ RU ZKLFK HQWDLO DQ H[FHSWLRQDO ULVN UHTXLUH WKH SULRU

7TDEOH EHORZ SURYLGHY DQ RYHUYLHZ RI WKH VNLOOV RI DOO ODQDJHPHQW %RDUG PHPEHUV |
(YRWHFTV PDWHULDO VXVWDLQDELOLW\ WRSLFVY DQG WKH FRQQHFWHG ,52V 7KH JUH\ ER[HV UHS!
%RDUG PHPEHUVY :H DFNQRZOHGJH WKDW LQ VRPH FDVHV VNLOOV DQG RYHUVLJKW GR QRW RYHU

73 %I/( 0$1$*(0(17 %2%$5' 6..//6 $1' 29(56,*+7 0%$75,;

'5 &+5,67,%1 'S5 &25'

3%$8/ +,7&+,1 '2+50%$11 $85e/,( '$/%

,QYHVWRU 5HODWLRQV
(6*

3XEOLF 5HODWLRQV
&RPPXQLFDWLRQV
&RUSRUDWH 'HYHORSPHQW 6WUDWHJ\ [
*OREDO 'UXJ 'LVFRYHU\ 'HYHORSPHQW DQG ODQXIDFWXULQJ [
*OREDO 4XDOLW\ ODQDJHPHQW [ [
5HIJXODWRU\ $IIDLUV DQG *OREDO /HJDO [
,QWHOOHFWXDO 3URSHUW\ [
JLQDQFH
&RQWUROOLQJ
7UHDV XU\

7D[HV

,QVXUDQFH

5LVN ODQDJHPHQW
,QWHUQDO $XGLW
&RPSOLDQFH

U OOoOUl XNUDLY O OUTN T OTTT 1T Vv TTINU L VVVLT

M1 AL N1

*OREDO 'DWD DQG ,7 6HFXULW\ 2SHUDWLRQV
5HVHDUFK 'HYHORSPHQW

3DUWQHULQJ %XVLQHVV 'HYHORSPHQW
6WUDWHJLF ODUNHWLQJ

5',7 DQG *OREDO %LRLQIRUPDWLFV
2SHUDWLRQDO 9HQWXUH &DSLWDO [
+XPDQ 5HVRXUFHV [
(QYLURQPHQW [ [
+HDOWK DQG 6DIHW\ [
&OLPDWH &KDQJH [
3ROOXWLRQ
‘:DWHU
"RUNHUV LQ WKH 9DOXH &KDLQ [
5HVRXUFH 8VH DQG &LUFXODU (FRQRP\
%XVLQHVV &RQGXFW

*OREDO %LRORJLFV [
*HQH 7KHUDS\ [

ESHVSRQVLELOLW\ IRU RYHUVLJKW ADUNHIG VLN\)L OWHR| 0% PHPEHU

— |————

7KH FRPSRVLWLRQ RI WKH 0D QDRHHPEHHQUN ERDUG DV RI

]
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O &20326,7,21 ,1'(3(1'(1&( $1' ',9(56,7< 2) 7+( 683(59,625< %2%$5"' O

(YRWHFTV 6XSHUYLVRU\V%hRBPBEHVRKQMHHOQWD/ORUWVAHRIPHQ 7KH SHUFHQWDJH RI IHPDOH DWHEY 8 B B\ LFYHHRE
JRXU GLITHUHQW QDWLRQDOLWLHY DUH UHSUHVHQWHG 7KHUH LV QR HPSOR\HH UHSUHVHQWDWLY

(YRWHF HQVXUHYVY GLYHUVLW\ WKURXJK WKH FRPSRVLWLRQ RI DQ LOWHUQDWLRQDOO\ H[SHULHQF|
WKH UHFRPPHQGDWLRQV RI WKH *HUPDQ &RUSRUDWH *RYHUQDQFH &RGH WKH PHPEHUV RI WKH
JHQGHU QDWLRQDOLW\ DQG DJH DFFRUGLQJ WR WKHLU TXDOLILFDWLRQV SURIHVVLRQDO H[SH
UHWDLQ WKH JHQGHUVKIXWRWR | 2R FDH Q

JURP WKHLU ZRUN LQ YDULRXV LQWHUQDWLRQDO FRPSDQLHV DOO PHPEHUV KDYH DQ H[WHQV
FRQVLGHUHG LQGHSHQGHQW LQ DFFRUGDQFH ZLWK WKH WZR GLPHQVLRQDO HYDOXDWLRQ FULW
YLHYRWHESY "HEODUDWIRQ RI RRUSRUDWH ODQDJHPHQW

$00 PHPEHUV RI WKH 6XSHUYLVRU\ %RDUG DUH LQGHSHQGHQW

O (:3(5,(1&(6 6.,//6 $1' 5(63216,%,/,7,(6 2) 683(59,625< %2$5' 0(0% (56 O

2YHUDOO WKH 6XSHUYLVRU\ %RDUG VKDOO EH FRPSRVHG LQ VXFK D ZD\ WKDW LWV PHPEHUV DV
SURSHUO\ FRPSOHWH LWV WDWKH ,&X8HBSWHPEHU»RDUG IRFXVHG WKH GLVFXVVLRQ RQ WKH ULJ
%RDUG JRLQJ IRUZDUG 7R UHIOHFW WKH RQJRLQJ JURZWK RI WKH &RPSDQ\ DQG LWV IXUWKHU
IXUWKHU HQODUJH DQG X3$@DW/HKHWKHE WIWLIOWVRUZ ARDUG $V D FRQVHTXHQFH WKH 6XSHUYLVRU\
FRPSHWHQF\ SURILOH VHW RXW LQ 7DEOH EHORZ

$V WKH PHPEHUV RI WKH 6XSHUYLVRU\ %RDUG UHJXODUO\ DWWHQG WUDLQLQJ FRXUVHV LI QHFHV
VXVWDLQDELOLW\ WUDWRIKQWKRU-ZQWK WKH ODQDJHPHQW %RDUG WR IXUWKHU GHYHORS WKHLU LC
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73%I/( 683(59.625< %23$5' 6.,//6 0$75,;

&$0,//$
'5 ,5,6 /g: 52/$1" 0$&%$3,/5 &2167%$1=( :(6/(< '5 '81&%1
)5,('5,&+ 6$&.(56 /$1*8,//(8/0(5 (,/)257 :+((/(5 0&+$/(
&+$,5 5(0&2@®@87< &+$,5
6 % &+$,5 $&& &+$,5 (6* &+$,5

,QGHSHQGHQW 6XSHUYLVRU\ %RDUG PHPEHUV [ [ [

5HVHDUFK 'HYHORSPHQW [

%LRORJLFV ODQXIDFWXULQJ

%LRSKDUPD [

6PDOO %LRWHEFK

+HDOWKFDUH HFRQRPLFV [

&RPPHUFLDO % % [

0$ 3DUWQHULQJ [ [

&DSLWDO ODUNHWYV [ [ [ [

$FFRXQWLQJ 3/ 5LVN ODQDJHPHQW [ [ [

$XGLWLQJ 6XVWDLQDELOLW\ 5HSRUWLQJ [ [

'"LILWL]DWLRQ [

,7 DQG &\EHUVHFXULW\

*HQHUDO ODQDJHPHQW [

/IHIDO &RPSOLDQFH

(QYLURQPHQW 6XVWDLQDELOLW\

6RFLDO DQG +5 [

— |— —— | —

[
[
[ [
[
[

*RYHUQDQFH [ [

1IDWLRQDOLW\ *HUPDQ *HUPDQ &DQDGLDQ *HUPDQ 86 8.

(8 86%
5HJLRQDO H[SHULHQFH LQ (8 86$ $¥LB6$ $VLD (8 86% 0(1% (8 864 (8 8.

O (6* *29(51%$1&( O

7KH VWUXFWXUDO LQWHJUDWLRQ RI RXU VXVWDLQDELOLW\ PDQDJHPHQW LV FHQWHUHG DURXQG
7KH +HDG RI *OREDO ,QYHVWWRHSRMWOWDWERQONWVFW@Y WR WKH &(2 7KH 6XSHUYLVRU\ %RDUG LPSOHP
WRSLFV LQ 7KH ODWWHU LV UHVSRQVLEOH IRU (6* RYHUVLJKW DQG DGGUHVVHV (6* LPSFWV
ZDV FRPSRVHG RI WKUHH 6XSHUYLVRU\ %RDUG PHPEHUVY DQG LV OHG E\ LWV &KDLU 'U &RQVW|
DGGLWLRQ WKH &32 DQG WKH +HDG RI *OREDO ,QYHVWRU 5HODWMKHR @R P RI6W W H(T\RVDHIFFRNQLINEX @) KO
ZLWK 6XSHUYLVRU\ %RDUG PHHWLQJV 7KH &KDLU RI WKH (6* &RPPLWWHH DQG WKH +HDG RI *OR
PHHWLQJV 7KH (6* FRPPLWWHH UHJXODUO\ UHSRUWV DW WKH 6XSHUYLVRU\ %RDUG PHHWLQJV DE

7KH 6 XSHUYLVRU\ %RDUG DSSURYHV WKH (6* WDUJHWV DQG VWUDWHJ\ DV ZHOO DV WKH PLOHV)
LPSDFWV ULVNVY DQG RSSRUWXQLWLHYVY DUH QRW \HW UHIOHFWHG LQ RXU WHUPV RI UHIHUHQFH

7KH +HDG Rl *OREDO ,QYHVWRU 5HODWLRQV (6* LV VXSSRUWHG LQ KLV IXQFWLRQ E\ D WHDP RI
7KH (6* GHSDUWPHQW LV LQ GLUHFW FRQWDFW ZLWK ERWK WKH ODQDJHPHQW DQG WKH 6XSHUYL
DUHDV RQ TXHVWLRQV RI WDUJHW VHWWLQJ DQG NH\ SHUIRUPDQFH LQGLFDWRU .3, GHILQLWLRC
RQ LWV H[SHUWLVH WKH (6* WHDP SURSRVHV ,52 UHODWHG WDUJHWV WKDW DUH VXLWDEOH FR
SUHVHQWHG E\ WKH +HDG RI *OREDO ,QYHVWRU 5HODWLRQV (6* WR WKH PHPEHUV RI WKH (6* &F
%RDUG ZKLFK GHFLGHV RQ WKH WDUJHWV WR EH VHW DW WKH ODVW PHHWLQJ RI WKH \HDU LQ

+HDG RI /LIH 6FLHQFHYV DW OXEDGDOD ,QYHVWPHQW &RPSDQ\ OXEDGDOD ,QYHVWPHQW &RPSDQ\ KROGV VRPH RI WK
PHDQLQJ Rl & *HUPDQ &RUSRUDWH *RYHUQDQFH &RGH

(ISHULHQFH LQ DXGLW DQG DFFRXQWLQJ

(ISHULHQFH RI DFFRXQWLQJ

]
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5HODWLRQV (6* UHSRUWY UHJXODUO\ WR WKH (6* &RPPLWWHH DERXW WKH SURJUHVV UHODWHO(
6%7, GOD

7KH *OREDO ,QYHVWRU 5HODWLRQV (6* GHSDUWPHQW DOVR PDLQWDLQV GLUHFW FRQWDFW ZLW
UHVSRQVLEOH IRU LPSOHPHQWDWLRQ RI VXVWDLQDELOLW\ UHODWHG PHDVXUHV $Q LPSRUWDQV
&KDPSLRQV DW HDFK VLWH 7KH 6XVWDLQDELOLW\ &KDPSLRQV ZHUH FKRVHQ LQ D VHOHFWLRQ S
FRQWDFW IRU VXVWDLQDELOLW\ DW HDFK VLWH IRU HPSOR\HHV KHOSLQJ WR FRRUGLQDWH JORE
FRQWDFW ZLWK WKH (6* WHDP DQG DGYLVH WKH VLWH OHDGHUVKLS WHDPV RQ VXVWDLQDELOLW!
*RYHUQDQFH LQ ILIXUH EHORZ

).*85( (< )81&7.,21629(H631&(

()
6867%$,1%%,/,7< 0$77(56 $''5(66(' %<
0$1$*(0(17 $1' 683(59,625< %2"',(6
()

7KH ODQDJHPHQW %RDUG DQG WKH 6XSHUYLVRU\ %RDUG DUH LQIRUPHG RQ D UHJXODU EDVLV RQ
(6* DIWHU WKH PDWHULDOLW\ DQDO\VLY DQG LPSDFW DVVHVVPHQW DUH FRPSOHWHG 7KH (6*
LPSOHPHQWDWLRQ RI VXVWDLQDELOLW\ PHDVXUHY DQG UHODWHG SHUIRUPDQFH

%RWK WKH ODQDJHPHQW %RDUG DQG WKH 6XSHUYLVRU\ %RDUG FRQVLGHU WKH UHVXOWYV RI WK
*URXSTV VWUDWHJ\ DQG UHODWHG GHFLVLRQV 7KH (6* FRPPLWWHH RI WKH 6XSHUYLVRU\ ERDU
UHPXQHUDWLRQ DV DQ LQFHQWLYH WR UHGXFH (YRWHYV VXWKBLDGELQLWVY WH®DY\WH 8 DLICPLSIHPMHY !
ERGLHY DGGUHVVHG WKH PDWHULDO LPSDFW UHODWLQJ WR FOLPDWH FKDQJH $ FOLPDWH ULVN

6HH WKH WDUJHWV LQ WKH IROORZLQJ VHFWLRQ 7KH JRYHUQDQFH RI LPSDFWV ULVNV DQG
ZLOO EH IXUWKHU UHILQHG LQ WKH IXWXUH

O ,1&(17,9( 6&+(0(6 O
,Q DGGLWLRQ WR ILQDQFLDO DQG VWUDWHILF WDUJHWV VXVWDLQDELOLW\ UHODWHG WDUJHWYV

OHDGHUVKLS WHDP 7KH REMHFWLYH LV WR VWUHQJWKHQ WKH JRYHUQDQFH RI D VXVWDLQDEO€L
WKHVH VXVWDLQDELOLW\ UHODWHG FUIXWQHFKDD XDG |ID RPRWBDIKD FBHYKRXQJHDO U

]
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$FKLHYHPHQW RI WKHVH WDUJHWYV LV DVVHVVHG DW WKH HQG RI HDFK ILQDQFLDO \HDU ,I W
FRUUHVSRQGLQJ SRUWLRQ RI WKH YDULDEOH FRPSHQVDWLRQ LV IRUIHLWHG

,Q DGGLWLRQ DQ (6* PRGLILHU KDV EHHQ LPSOHPHQWHG LQ WKH ORQJ WHUP LQFHQWLYH /7, SC
(6* JRDOV DUH QRW DFKLHYHG WKH PRGLILHU PD\ UHGXFH WKH PDQDJHPHQWTYV /7, SD\RXW E\ XS

6HH WKH RYHUYLHZ RI WKH (6* JRDOV LQ WKH WDEOH DQG EHORZ

7$%/( (6* 02'.).(5 $6 3857 2) /7, 3/$16

(6* 02',),(5 %$6( <(®&23( |0,/(6721( 675786
(6* PRGLILMBRXUFLQJ UHQHZDEOH HOHFWULFZW\ E\ (YRWHE,Q RI RXUWSURJUHVV
*URXS | HOHFWULFLW\ FRQVXPSWLRQ

ZDV IURP UHQHZDEOH
VRXUFHV FRPSDUHG ZLWK
LQ
(6* PRGLILHHYHORS DQG LPSOHPHQW D FRQVLVWHQW FOLPDWH UMRWHRF&OLPDWH ULVN PQVSHRVBHYW
ELRGLYHUVLW\ DQG FLUFXODU HFRQRP\ IUDPHZRUN EDRXGS RIQWWHDWHG ZKLFK LQFOXGHG
IROORZLQJ HOHPHQWY D FOLPDWH |VFHQDULR DQDO\VLYVY D BROYPBWBIULR DQDO\VLV
ULVN DVVHVVPHQW D FOLPDWH WUDQVLWLRQ SODQ| D FDUERQ
SULFLQJ VFKHPH D ELRGLYHUVLW\ PDQDJHPHQW DS|SURDFK| DQG
D SURGXFW DQG VHUYLFHYV OLIH F\ROH DVVHVVPHQW /&$
(6* PRGLILHMORVH HQJDJHPHQW VFRUH JDS WR|/ZIH 6FLHQFHYV HKHWYEWPEBUN ,Q SURJUHVYV
E\ UG E\ ZLWK DQQXDO LPSURYHPHQW RI *URXS
RQ DYHUDJH
OHDVXUH LQFUHDVH LQ RYHUDOO HQJDJHPHQW PHDVXUHG
WKURXJK DYHUDJH DQQXDO LPSURYHPHQW RI HQJDJHPHQW
VFRUHV (QJDJHPHQW VXUYH\V PHDYXUHV YDULRXV GLPHQVILRQV
VXFK DV MRE VDWLVIDFWLRQ DOLJQPHQW ZLWK FRRSDQ\ YDOXHV
DQG RYHUDOO PRUDOH
%DVHOLQH

7$%/( (6* *2%/6 $6 BF573R516

62&,$/ *2$/6 6&23( (< 0,/(6721( |67$786
"HILQH OHDGHUVKLS FRPSHWHQFLHV ®AVHVV WRRXBDIHVHD QG DFKLHYHG
LQFXPEHQWY GHILQH LQGLYLGXDOD GHYHORSPHQW SODQV DQG

HVWDEOLVK D WDOHQW GHYHORSHRHQW VWUDWHJ\ DQG URDGPDS
DOLJQHG ZLWK WKH QHZ VWUDWHJ\

6WDUW LPSOHPHQWDWLRQ RI D XQLILHB7RXOWXUH URRBZRGN DFKLHYHG
UHIOHFWLQJ YDOXHY DQG EHKDYLRUVY WKDW DOLJQ ZLWK WKH QHZ
VWUDWHJILF YLVLRQ

(19,5210(17%/ *2%$/6
'"HYHORS D 6XVWDLQDELOLW\ 6WUDWHJWFROORZLQJ¥WROMHSEZHBHVHGXSGDWH DFKLHYHG
&RUSRUDWH 6WUDWHJ\ FRQGXFW D|FKHFN Rl WKH PDWHULDQEWPSOHWHG
DVVHVVPHQW EDVHG RQ WKH UHYLVHG &RUSRUDWH 6WUDWHJ\W B\WMRIHQDEL O L W\
WKUHH WR ILYH VWUDWHJLF SULRULWLHV ZLWK UHVSHFW WR| (6) DO®HJI\ VWDUWHG
GHYHORS DQ RSHUDWLRQDO DJHQGD WR LPSOHPHQW VXFK SULRULWLHV
ZLWK VSHFLILF PLOHVWRQHY DQG WLPHOLQHYV

]
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'HWDLOV RQ WKH VWDWXV RI WKH JRDOV DUH S URRYGHGDIEIRRVGKEIR PR QO UDME\RIQVBHSRUW RQ

O 5,6. 0$1$*(0(17 $1' ,17(51%/ &21752/6 29(5 6867$,1$%,/,7< 5(3257,1* O

(DFK \HDU EHIRUH WKH UHSRUWLQJ SURFHVVY EHJLQV WKH UHTXLUHPHQWY DQG UHJXODWLRQV
DFFXUDF\ FRPSOHWHQHVV DQG DOLJQPHQW RI WKH UHSRUW ZLWK DSSOLFDEOH VWDQGDUGV
SURSRUWLRQDWH FRPSOLDQFH DQG SURPRWH WUDQVSDUHQF\ DQG WUDFHDELOLW\ WKURXJKRXW

7KH LQWHUQDO FRQWURO V\VWHP LQFRUSRUDWHY VHYHUDO NH\ HOHPHQWY LQ ZKLFK UHJXODW
UHYLHZ RI DSB-OSFMBMMIRRIGDUGY VXFK DV &65 58* &65' DQG WKH (8 7D[RQRP\ KHOSLQJ WR HQV)
DOLJQHG ZLWK FXUUHQW H[SHFWDWLRQV

5LVN LGHQWLILFDWLRQ DQG DVVHVVPHQW SOD\ DQ LPSRUWDQW UROH LQ PDLQWD L QLI XW MH. R QW
E\ RXU LQWHUQDO DXGLW WHDP DUH FRQGXFWHIGHWR WUBEBWLOQWS R\QN QWKWDY FRIY W D RE HIDHSE D |
LPSOHPHQWHG DV SDUW RI RQJRLQJ LPSURYHPHQWYV

'‘DWD PDQDJHPHQW DQG FRQWUROV VXSSRUW WKH SUHSDUDWLRQ RI ERWK TXDOLWDWLYH DQG TX
GHVLIQHG WR HQKDQFH FRQVLVWHQF\ DQG WUDFHDELOLW\ 7KH WRRO HQDEOHV VWUXFWXUHG H
SURFHVV WKURXJK EXLOW LQ YDOLGDWLRQ IXQFWLRQV

7KH SURFHVV DOVR LQFOXGHV WDVN DOORFDWLRQ WR GDWD RZQHUV DQG UHYLHZ VWHSV ZLWKL
RI WKH UHSRUWHG LQIRUPDWLRQ 7KHVH UHYLHZV DUH IROORZHG E\ WKH FRQVROLGDWLRQ R
FRQVLVWHQF\ DQG RYHUVLJKW EHIRUH ILQDOL]DWLRQ

JLQDOO\ PRQLWRULQJ DQG IHHGEDFN ORRSV SURYLGH DQ DGGLWLRQDO OD\HU RI DVVXUDQFH
DQG DOLJQPHQW ZLWK RUJDQL]DWLRQDO REMHFWLYHV 7KHVH LQFOXGH WKH UHYLHZ DQG DSSU
ODQDJHPHQW %RDUGYTYVY UHYLHZ DQG XOWLPDWHO\ DSSURYDO E\ WKH 6XSHUYLVRU\ %RDUG

7KLY DSSURDFK UHIOHFWV D WUDQVSDUHQW UHOLDEOH DQG FRPSOLDQW UHSRUWLQJ SURFHVV '
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564#6');

O 675%$7(*< %86,1(66 02'(/ $1' 9%/8( &+%$,1 O

2XU YLVLRQ LV WR SLRQHHU GUXJ GLVFRYHU\ DQG GHYHORSPHQW E\ OHYHUDJLQJ DGYDQFHG WH
ZLWK RXU SDUWQHUV ZH DLP WR DFFHOHUDWH WKH MRXUQH\ IURP FRQFHSW WR FXUH ZKLOH UHC

‘'UXJ GLVFRYHU\ DQG GHYHORSPHQW DUH H[SRVHG WR KLJK IDLOXUH UDWHV ORQJ WLPHOLQH
WHFKQRORJ\ HQDEOHG SODWIRUPV WKDW LQWHJUDWH $, GULYHQ PROHFXODU GHVLJQ SUHGLFV
HIILFLHQWO\ DFFHOHUDWH WKH LGHQWLILFDWLRQ DQG YDOLGDWLRQ RI EUHDNWKURXJK WKHUL
PRGHOV DQG 2PLFV GULYHQ GLVFRYHU\ DSSURDFKHVY ZH VHHN WR LPSURYH WKH SUHFLVLRQ VSt
2XU VWUDWHIJ\ LQWHJUDWHYV VXVWDLQDELOLW\ FRQVLGHUDWLRQV LQWR RXU FRUSRUDWH VWUD
VPDUWHU IRFXVHV RQ UHGXFLQJ WLPH LQ WKH ODERUDWRU\ PLQLPL]JLQJ PDWHULDO FRQVXPSW
RSHUDWLRQV

7TKURXJK WKHVH PHDVXUHV ZH DLP WR FROQWULEXWH WR PRUH HIILFLHQW 5 ' SURFHVVHYV ZKLOH \
$W (YRWHF ZH DLP WR VXSSRUW WKH GHYHORSPHQW RI QHZ WKHUDSLHV E\ SURYLGLQJ IOH[LEO¢
LQGXVWU\ WR RXU SODWIRUP DFURVV WKH FRQWLQXXP RI GLVFRYHU\ SUHFOLQLFDO GHYHORSPH

2XU VHUYLFHVY DFURVV WKH FRQWLQXXP DUH SURYLGHG ZLWKLQ WZR UHSRUWLQJ VHIJPHQWYV 'L
%LRORJLFV -(% 6HUYLFHV SURYLGHG ZLWKLQ ' 3' FDQ EH FOXVWHUHG DORQJ WKH YDOXH FKDLC

+'DWD VRXUFLQJ WDUJHW LGHQWLILFDWLRQ YDOLGDWLRQ KLW LGHQWLILFDWLRQ OHDG RSW
6ROXWLRQV DEVRUSWLRQ GLVWULEXWLRQ PHWDEROLVP H[FUHWLRQ DQG WR[LFLW\ DQG P
GHYHORSHG VSHFLILF DUHDV RI H[SHUWLVH DQG SURSULHWDU\ SODWIRUPV WKDW DUH FRPELQ
GLVFRYHU\ DQG GHYHORSPHQW VROXWLRQV

+2XU SURSULHWDU\ WHFKQRORJ\ SODWIRUPV VXFK DV 3DQ2PLFV LQGXVWULDOL]HG PXOWL RPLF
(L36& GLVHDVH PRGHOLQJ EDVHG RQ LQGXFHG SOXULSRWHQW VWHP FHOOV VXSSRUW WKH Gt
SDWLHQW GDWD DQG GHVLJQHG EDVHG RQ KXPDQ GLVHDVH PRGHOV

*(YRWHF V FDSDELOLWLHY LQ WR[ DQG VDIHW\ SUHGLFWLRQ DQG SURILOLQJ ( 6%)(7< VXSSRU
WR[LFRORJLFDO RXWFRPH RI D GUXJ RU FKHPLFDO 7KH UDQJH RI VROXWLRQV HQFRPSDVVHV L
SKDUPDFRNLQHWLF 33.° WR[LFRORJ\ SK\VLFRFKHPLFDO SURILOLQJ DQG PRGHOLQJ VLPXO
HITLFLHQFLHY DQG UHGXFHG UHOLDQFH RQ DQLPDO WHVWLQJ

+2XU VHIPHQW -XVW = (YRWHF %LRORJLFV -(% UHSUHVHQWY RXU LQWHJUDWHG SODWIRUP IRU
ELRWKHUDSHXWLFYVY 2XU FDSDELOLWLHV IURP GLVFRYHU\ WR FRPPHUFLDO VXSSO\ LQFOXGHV L
KXPDQ ELRORJLFV GHYHORSPHQW VHUYLFHV FRQWLQXRXVY ELRSURFHVVLQJ SODWIRUPV ELRPD

2XU VROXWLRQV VHUYHV D ZLGH UDQJH RI VHIJPHQWY DFURVV RXU LQGXVWU\ :H ZRUN ZLWK
FRPSDQLHV VWDUW XSV DFDGHPLF LQVWLWXWLRQV SDWLHQW DGYRFDF\ JURXSYVY DQG YHQWXUH
RUJDQL]DWLRQV 'HPDQG SDWWHUQV DPRQJ WKH YDULRXVY SDUWLHY DUH GLYHUVH :KLOH WKH Q
ELRWHFK FRPSDQLHV GHSHQG RQ WKH IXQGLQJ E\ 9& ILUPV RU SXEOLF RIIHULQJV RI VKDUHV W
VWDWXV RI WKHLU SLSHOLQHV

7KH UHVXOW RI RXU DFWLYLWLHV LV VXEMHFW WR WKH QDWXUH RI WKH EXVLQHVV UHODWLRQV
VXEVHTXHQW VWHSV DORQJ WKH YDOXH FKDLQ LQ SUHFOLQLFDO 5 ' + HLWKHU DOVR H[HEXWHG
FDPSDLJQV ZH VXSSRUW WKH JHQHUDWLRQ RI SUHFOLQLFDO GHYHORSPHQW FDQGLGDWHYV ZKLF
VSRQVRUHG DQG FRQGXFWHG E\ RXU FXVWRPHUYV

2XU EXVLQHVYVY PRGHO LV EDVHG RQ EXVLQHVV WR EXWVXYM\RP HBD DTKLIR QD MDSWVH ZR WRKXRREXV WE DDV

VSRQVRU FOLQLFDO WULDOV QRU GR ZH GLVWULEXWH GUXJV DQG ZH DUH QRW QRW LQYROY!
FROQWULEXWLRQ WR UHYHQXHV E\ FXVWRPHWRSHLRYVMW RDIVZRROXORZV 86%

]
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1RQH RI RXU VHUYLFHVY DQG SURGXFWV DUH EDQQHG LQ PDUNHWYV ZRUM®ZZMGH 2 XIH YHRWID/DOH GHLY(
SKDUPD DQG ELRWHHFKRRORKINOH ZH GR QRW SURYLGH D PRUH GHWDLOHG UHYHQXH VSOLW E\ 1
pFRQRPLTXHY GDQV OD &RPPXQDXWp HXURSpHQQH WKH UHOHYDQW FRGHV LQFOXGH 1 UHVI
HQJLQHHULQJ DQG & PDQXIDFWXUH RI EDVLF SKDUPDFHXWLFDO SURGXFWYV

1R RWKHU VHFWRUV FRQWULEXWH VLJQLILFDQWO\ WR RXU UHYHQXH
2XU PDLQ LQWHUQDO VWUDWHJILF VXFFHVV IDFWRU DQG NH\ VWDNHPBRORBHHPEUHRXS DW WKH VDPH

(QFRXUDJLQJ HGXFDWLRQ DQG FUHDWLQJ DQ LQQRYDWLYH ZRUNLQJ HQYLURQPHQW ERWK LQWHF
RXU VWUDWHJI\ WR VXSSRUW LQQRYDWLRQ DQG HQVXUH D VDIH ZRUNLQJ HQYLURQPHQW

%HVLGHV FRQWULEXWLQJ WR LPSURYHG JOREDO KHDOWK RXWFRPHYV DQG VXSSRUWLQJ RXU HPSC
JRDOV ZLWK WKH JRDOV RI RXU SDUWQHUV PDQ\ RI ZKRP KDYH YDOLGDWHG DQG DSSURYHG 6%7Ll

7R SOD\ D UHOHYDQW UROH IRU WKHP QRW RQO\ LQ WKH FR GHYHORSPHQW RI QHZ WKHUDSHXWL
RXU HQYLURQPHQWDO WDUJHWY DFFRUGLQJO\ :H PDGH D YROXQWDU\ FRPPLWPHQW WR KHOS O
MRLQLQJ WKH 6%7L LQ -DQXDU\ 7KH FRUH WRSLF LQ ZDV WKH YDOLGDWLRQ DQG DSSURY
DQG DSSURYDO RI ORQJ WHUP 6%7L WDUJHWYV LQ

O 285 9%$/8( &+%$,1 O
8SVWUHDP DQG GRZQVWUHDP YDOXH FKDLQ

2XU YDOXH FKDLQ UHOLHVY RQ D UDQJH RI NH\ LQSXWV DQG FROODERUDWLYH UHODWLRQVKLSV &
7TKHUHIRUH RXU GRZQVWUHDP FXVWRPHUV DUH DOVR LQ VRPH LQVWDQFHY DQ LPSRUWDQW VRXL
PRGHO LGHDV IRU QHZ WUHDWPHQW DSSURDFKHV DUH GHYHORSHG E\ RXU VFLHQWLVWY DV Z
ELRWHFK FRPSDQLHV DQG ODUJH RUJDQL]DWLRQV LQ WKH SKDUPDFHXWLFDO LQGXVWU\

,QSXWYV DQG DSSURDFK WR JDWKHULQJ GHYHORSLQJ DQG VHFXULQJ WKRVH

7R WUDQVODWH VFLHQWLILF LGHDV LQWR SURMHFWV DQG WR H[HFXWH WKH UH O DWXISG OH[BBW |
ZRUOGZLGH 7KHVH VXSSOLHUV DUH VHIJPHQWHG EDVHG RQ (YRWHF V WRWDO VSHQG RYHU D F
ULVN EDVHG DSSURDFK WR VXSSOLHU PDQDJHPHQW $ VXS/8O0NHDVH WKKRHN HK LZIKWK W WSGHQHG JIU
DSSUR[LPDWROWKH WRWDO VSHQG 7KHVH VXSSOLHUV DUH HVVHQWLDO WR RXU RSHUDWLRQV D¢
VSHQG EHWZHHQ % N DQG % N FRQWULEXWH D VLIJQLILFDQW SRUYWNRP® RH W& HVK SIHDHEP DL @ XS
RI WKH VSHQG DQG W\SLFDOO\ IXOILOO PRUH QLFKH RU VSHFLDOL]JHG QHHGV

2XU VXSSOLHU EDVH VSDQV D EURDG UDQJH RI LQGXVWULHV UHIOHFWLQJ WKH GLYHUVLW\ DQG
UHVHDUFK DQG GHYHORSPHQW FRPSXWHU SURJUDPPLQJ FRQVXOWDQF\ DQG UHODWHG DFWLYLYV
DQG PDQXIDFWXUH RI EDVLF SKDUPDFHXWLFDO SURGXFWV DQG SKDUPDFHXWLFDO SUHSDUDWL
VFLHQWLILF DQG WHFKQLFDO DFWLYLWLHY UHSDLU DQG LQVWDOODWLRQ RI PDFKLQHU\ DQG HTX

%H\RQG LQIUDVWUXFWXUH HTXLSPHQW DQG VHUYLFHV UHTXLUHG WR FRQGXFW RXU DFWLYLWLH)
SDWLHQW DGYRFDF\ JURXSV DUH DOVR HVVHQWLDO DV VWDUWLQJ PDWHULDOV IRU DQDO\]LQ.
FRPSUHKHQVLYH GDWDVHWYV DV WKH EDVLV IRU ZKDW DUH NQRZQ DV RXU ( 03"

:LWKLQ RXU EXVLQHVV RXU YDOXH FKDLQ FRYHUV DOO VWHSV RI HDUO\ VWDJH SUHFOLQLFDO
LQJUHGLHQWYV ELRORJLFV DQG DOORJHQLF LQGXFHG SOXULSRWHQW VWHP FHOOV DV WKH ED!
H[SHUWLVH DQG FRPPLWPHQW SOD\ D FUXFLDO UROH LQ XSKROGLQJ RSHUDWLRQDO TXDOLW\
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2XWSXWV DQG RXWFRPHYV

'LVWLQFW H[SHULPHQWDO ZRUN SDFNDJHV JHQHUDWHG RQ RXU KLJKO\ DXWRPDWHG UHVHDUFK
FXVWRPHUV DUH GHVLJQHG WR UHVXOW LQ QHZ GUXJ FDQGLGDWHYV IRU IXUWKHU DVVHVVPHQW I
DFURVV WKH JOREH ,Q DGGLWLRQ ZH DUH DEOH WR PDQXIDFWXUH PDWHULDO 2 $3, DV ZHOO DV |

‘RUN LQ WKH ODERUDWRULHY DV ZHOO DV LQ PDQXIDFWXULQJ UHVXOWV LQ VLJQLILFDQW DPRXC
H[WHUQDO YHQGRUV ORUH GHWDLOV RQ KD (REMRQIIZRMNH D:DNVEHMVFULEHG LQ VHFWLRQ

‘H DUH FRPPLWWHG WR PDNLQJ GUXJ GLVFRYHU\ VPDUWHU DQG PRUH VXVWDLQDEOH *+ UHGXFLQJ
HQVXUH WKDW HYHU\ EUHDNWKURXJK OHDGV WR UHVSRQVLEOH SURJUHVV WKDW SRVLWLYHO\ LP¢
HVWDEOLVKHG WHFKQRORJLHV :LWK RXU RZQ LQYHVWPHQWY LQWR SURSULHWDU\ WHFKQRORJ\ S
GLVHDVH UHOHYDQFH WR LPSURYH HFRQRPLF UHWXUQV 7R VFDOH WKHVH SODWIRUPYV EHWWHU .
XOWLPDWH JRDO LV WR DOLJQ SDWLHQWVY QHHGYVY ZLWK WKH LQGXVWU\TV GHPDQG IRU HIILFLHQ\

BURILWDEOH H[HFXWLRQ RI VHUYLFHVY DV ZHOO DV SDUWLFLSDWLRQ LQ WKH VXFFHVV RI D SRWH
EDVLV IRU DWWUDGWLYH UHWRUQWERXRM JURXS WHYUHQXHQHUDWHG ZLWKAQ "B'UHSUHVHQWILQJ
JURXS UHYHQXH $GM (%,7'$ (DUQLQJV EHIRUH ,QWHUHVW 7D[ 'HSUHFLDWLRQ-(Of GHEPHRUDW HL
UHYHQXHV RP Ya PDQG DGM (%,7'$PRI %

7KH DQDO\VLVY RI LPSDFWV ULVNV DQG RSSRUWXQLWLHYV LQ RXU YDOXH FKDLQ LV EDVHG RQ
GLVFORVXUHV DERXW (656 RQ ,PSDFW ULVN DQG RSSRUWXQLW\ PDQDJHPHQW :H SULRULWL]
SRWHQWLDO LPSDFWV XVLQJ WKH VHYHULW\ KXPDQ ULJKW HIIHFW DQG OLNHOLKRRG PHWULFV L
UHIHLPWMREW UL VN DQG RSSRIUIWXQLW\ PDQDJHPHQW
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O ,17(5(676 $1' 9,(:6 2) 67%$.(+2/'(56 O
7KH &RPSDQ\xV NH\ VWDNHKROGHUYV

‘H LGHQWLI\ RXU NH\ VWDNHKROGHUVY EDVHG RQ WKHLU DELOLW\ WR LPSDFW RU EH LPSDFWHG E\
LV G\QDPLF DQG HYROYHV GHSHQGLQJ RQ LOQWHUQDO RU HIWHUQDO FKDQJHV WKDW RFFXU RYHU
LQYHVWRUV )XUWKHUPRUH SROLF\ PDNHUV FLYLF DQG QRQ SURILW RUJDQL]DWLRQV ORFDO

:KHUH UHOHYDQW ZH DOVR FRQVLGHU VXSSOLHUV VHUYLFHV SURYLGHUV DQG RWKHU EXVLQHVYV

'"HVFULSWLRQ RI VWDNHKROGHU HQJDJHPHQW

‘H HQJDJH ZLWK RXU NH\ VWDNHKROGHUV WKURXJK D FRPELQDWLRQ RI VWUXFWXUHG SURFHVV
GLDORJXHV WKURXJK RSHUDWLRQDO DQG JRYHUQDQFH FKDQQHOV

Q ZH SHUIRUPHG IRU WKH ILUVW WLPH D PDWHULDOLW\ DVVHVVPHQW LQ ZKLFK ZH FRQVLG
HPSOR\HHV FRUSRUDWH FXVWRPHUV FLYLF DQG QRQ SURILW RUJDQL]DWLRQ DQG LQGXVWU\ RU
WRSLFV ,QVKH YLHZV DQG LQWHUHVWYV Rl RXU VWDNHKROGHUV ZHUH LQFOXGHG LQ WKH UHSF
FRQVXOWDWLRQV ZLWK LQWHUQDO WRSLF RZQHUV DV SDUW Rl WKH XSHCDRVUW RQ WKH GHR X\ERH R
WKHVH SURFHVVHV ZHUH WDNHQ LQWR DFFRXQW DQG UHYLVLWHG IRU WKH SUBSIMHDWDRD, 32| DuX
WKHI U 1 QWHUDEWIRQ ZI WK VIWUDWHJ\ DQG EXVLQHVV PRGHO

,Q DGGLWLRQ ZH DUH LQ UHJXODU H[FKDQJH ZLWK RXU WKUHH NH\ VWDH FRRGEAW UHIX®D UHP SO
RI HPSOR\HHV WR PHDVXUH HPSOR\HH HQJDJHPHQW DQG DFFRXQWDELOLW\ 7KH VHFR®QWER?BG JE\
DQRWKHU SXOVH FKHBENDIGGEUWLRQ WR VXUYH\V UHJXODU LQWHUDFWLRQV ZLWK RXU HPSOR\HHYV
RXU DPELWLRQ WR LPSURYH WKH ZRUNLQJ HQYLURQPHQW IR UURSR BWQ @R BWIGRK FW K HR U HWV KD W\Q E
DFWLYLWLHV ZHUH FRQVLGHUHG LQ WKH SUHSDUDWLRQ RI WKLV 6XVWNIMZADFZRONWR WBFMHDWHPHQW

‘H HQJDJH ZLWK RXU FRUSRUDWH FXVWRPHUV YLD RXU WHDPV LQ %XVLQHVV 'HYHORSPHQW DQ
VFLHOQWLVWY LQ MRLQW UHVHDUFK JURXSV 2XU LQWHUDFWLRQ ZLWK LQYHVWRUV YLD VWUXF)
UHVSRQVLELOLW\ RI WKH LQYHVWRU UHODWLRQV WHDP )HHGEDFN IURP FXVWRPHUV DQG LQYHVYV
RSSRUWXQLWLHYV LQ RXU ULVN PDQDJHPHQW VA\VWHP $V RQH RXWFRWHKHR (6W IGH ¥ D\UWMD RVHHIWF L VY HFYF
LOQFRUSRUDWH RXU ,52V LQ RXU VWUDWHJ\ GHYHORSPHQW 7KLV KDV FRQWULEXWHG WR WKH LQ
LOQWR (YRWHFYV VWUDWHJILF SULRULWLHY DQG RSHUDWLRQDO SODQQLQJ IRU WKH ILQDQFLDO \HL

$V SDUW RI WKLV SURFHVV WKH (YRWHF LV IXUWKHU HPEHGGLQJ VXVWDLQDELOLW\ FRQVLGHUD
DQG WKH GHYHORSPHQW RI DQ RSHUDWLRQDO DJHQGD LQFOXGLQJ WKH LQLWLDWLRQ Rl WKH GH
WKH GRXEOH PDWHULDOLW\ DVVHVVPHQW DQG VWDNHKROGHU HQJDJHPHQW SURFHVVHV DQG LV
RSSRUWXQLWLHV LQWR (YRWHFfV VWUDWHJILF SULRULWLHV 7KH FRQFOXVLRQ DQG LPSOHPHQ\
UHSRUWLQJ F\FOHV DQG LV H[SHFWHG WR IXUWKHU VWUHQJWKHQ DOLJQPHQW ZLWK VWDNHKROG
WR VWUHQJWKHQ DOLJQPHQW ZLWK VWDNHKROGHU H[SHFWDWLRQV LQ SDUWLFXODU UHJDUGLQJ
WHUP YDOXH FUHDWLRQ DQG DUH H[SHFWHG WR IXUWKHU HQKDQFH WKH *URXSTV UHODWLRQVKL

7KH PDLQ LOQOWHUHVWY RI RXU WKUHH NH\ VWDNHKROGHU JURXSVY HPSOR\HHV FXVWRPHUV DQG L
QRW FRQIOLFWLQJ 2XU HPSOR\HHV LGHQWLI\ WKHLU UROH LQ DOLJQPHQW ZLWK WKH FRPSDQ\T\
FKDQJLQJ PHGLFLQHV $W WKH VDPH WLPH ZH UHFRJQL]H D VWURQJ FRPPLWPHQW WR PDNH (Y|
RUJDQL]DWLRQ VKDUHVY LQKHUHQWO\ WKH VDPH JRDOV DV RXU FXVWRPHUV ZKLFK DOVR DVN XV
WKHVH JRDOV RXU FXVWRPHUV DUH LQWHUHVWHG LQ ORQJ WHUP UHODWLRQVKLSVDBXWWRPHU \
LQ UHFHQW \HDUV LQHDFRKRQRW VDLG DOO DFWLRQ ZH WDNH VKRXOG WDUJHW WKH ORQJ WHUP V\
ULVNV LQFOXGLQJ WKRVH UHODWHG WR RXU PDWHULDO VXVWDLQDELOLW\ WRSLFV 7KLV XQGH}
LQWHUHVWHG LQ ILQDQFLDO VWDELOLW\ DQG VXVWDLQDEOH UHWXUQV
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$OLIJQPHQW ZLWK WKH VWUDWHJ\ DQG EXVLQHVV PRGHO

'ULYHQ E\ WKH QHHG WR DGDSW WR D PRUH FKDOOHQJLQJ HQYLURQPHQ®WG ZHO V@ L WV D W\M B GD WBKUHL
VWUDWHJILF UHYLHZ RI WKH FRPSDQ\ VWUDWHJ\ 7KH VWUDWRIQDR ZHG IEH ZD Z\W U DFRWPI RO IR\ W G RIQQ S
EXVLQHVV GULYHQ E\ RSHUDWLRQDO DQG VFLHQWLILF H[FHOOHQFH

,Q D VXEVHTXHQW VWHS DIWHU WKH VWUDWHJLF UHYLHZ D 6XVWDLQDELOLW\ 6WUDWHJ\ ZLOO EH
VWDUWHG LQ WKH VHFRE@®REOWIRRQ LV WR XOWLPDWHO\ PDNH (YRWHF VXVWDLQDEO\ FRPSHWLWI
JRDOV LQWR DFWLRQV ZLOO EHFRPH D FRQVWDQW SURFHVV RI LPSURYHPHQWY UDWKHU WKDQ D .

,QIRUPDWLRQ IRU WKH DGPLQLVWUDWLYH PDQDJHPHQW DQG VXSHUYLVRU\ I

‘H HQVXUH WKDW WKH YLHZY DQG LOWHUHVWY RI DIIHFWHG VWDNHKROGHUV UHJDUGLQJ RXU VXV
RI WKH 6XSHUYLVRU\ %RDUG (6* VKDUHVY WKH UHVXOWV RI WKH PDWHULDOLW\ DQG LPSDFW DV
&RPPLWWHH

O 0$7(5,%$/ ,03%$&76 5,6.6 $1' 23325781,7,(6 O
$V D UHVXOW RI RXU UHYLVLWHG PDWHULD @HW\GIH@Q® L P.SDF W DDWH/WHIVD/® HQ@ BDIFQVY ULVNV DQG RSS

FOLPDWH FKDQJH SROOXWLRQ UHVRXUFH XVH FLUFXODU HFRQRP\ RZQ ZRUNIRUFH ZRUNHUYV L
DO\ HQWLW\ VSHFLILF WRSLFV 6HH DQ RYHUYLHZ RI WKH PDWHULDO WRSLFV LQ )LJXUH EHORZ

). *85( ,03%&7 5.6. $1' 23325781.7< $66(660(17 $&5266 7+( 9%/8( &+$,1

O ,03%$&76 21 7+( (19,5210(17 3(23/( $1' *29(51$1&( 723,86 O

H DFNQRZOHGJH WKDW RXU EXVLQHVV LPSDFWV WKH HQYLURQPHQW DQG SHRSOH 7KHVH LPSDF\
RXU RZQ HPSOR\HHV ZRUNHUV LQ WKH YDOXH FKDLQ DQG VRFLHW\ RYHUDOO 2XU DFWXDO DQG ¢
HQYLURQPHQW DV LGHQWLILHG E\ WKH PDWHULDOLW\ DVVHVVPHQW DUH GHVFULEHG LQ WKH WDE
RXU YDOXH FKDLQ DUH LQYROYHG 1R PDWHULDO RSSRUWXQLWLHYVY KDYH EHHQ LGHQWLILHG
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7$%/(/2&$7.21 2) (19.,5210(17$/ 5(/$7(' 0$7(5.$/ 723.&6 ,1 7+( 9$/8( &+$,1
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7$%/( /2&$7.21 2) 62&.$/ 5(/$7(' 0$7(5.$/ 723.&6 ,1 7+( 9$/8( &+$,1




6867$,1%%,/,7< 673$7(0(J17

7$%/( /[2&%$7.21 2) *29(51$1&( 5(/$7(' 0$7(5.$/ 723.&6 ,1 7+( 9$/8( &+$,1

‘H KDYH QRW \HW FRPSOHWHG D KROLVWLF DQDO\VLVY RI FXUUHQW RU DQWLFLSDWHG ILQDQFLDC
PRGHO YDOXH FKDLQ VWUDWHJ\ DQG GHFLVLRQ PDNLQJ JRLQJ IRUZDUG 1RU KDYH ZH FRQGXFV
RXU PDWHULDO LPSDFWV DQG ULVNV DQG WR WDNH DGYDQWDJH RI RXU PDWHULMRO HR & § RRIMPXOQN MWF
RQ WKDW DVVHVVPHQW LV LQ WKH FOLPDWH FKDQJH FKDSWHU 5LVNV WKDW DUH FRQVLGHUHG F
LQFOXGHG LQ WKH JHQHUDO ULVN LQYHQWRU\ 5HSRUWLQJ RQ WKRVH ULVNV LV SDUW RI WKH UL

,Q ZH FRPSOHWHG DQ XSGDWH RI RXU PDWHULDOLW\ DQDO\VLV 7KLV OHG WR D UHGXFWLRQ LC
DV ZHOO DV WKH WRSLF RI ZDWHU DUH QR ORQJHU PDWHULDO IRU (YRWHF &RQVLGHUDWLRQV RQ
ULVNV ZLOO EH SDUW RI WKH WUDQVIRUPDWLRQ SURFHVV WKDW ZLOO IROORZ DV VRRQ DV WKH V
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+/2#%6 4+5- #0& 12214670+6; /#0#)'/'06

O 352&(66 72 ,'(17,)< $1' $66(66 0$7(5,%$/ ,03$&76 5,6.6 $1' 23325781,7,(6 O

OHWKRGRORJLHV DQG $VVXPSWLRQV

7KH PHWKRG IRU WKH GRXEOH PDWHULDOLW\ DVVHVVPHQW '0$ LQ OLQH ZLWK WKH (656 ZDV DGF
(YRWHFYV LPSDFWV ULVNV DQG RSSRUWXQLWLHYV DQG WKHUHDIWHU WR GHWHUPLQW LPSDWW DQ
FRQGXFWHG E\ (YRWHF RQO\ DQG UHOLHV RQ LQSXW IURP LQWHUQ D Q{N\SXERKW WR BR\G W HUX IS GSHW |
DSSOLHG WKH (656 PHWKRGRORJ\ DQG GHILQLWLRQV IRU WKH UHOHYDQW WHUPV DQG IROORZ
5HSRUWLQJ $GYLVRU\ *URXS 7KH PHWKRGRORJ\ XSGDWH OHDG WR DQ XSGDWHG VHW RI PDWHUL

7KH YDOXH FKDLQ DQDO\VLV VHUYHG DV WKH EDVLV IRU WKH PDWHULDOLW\ DVVHVVPHQW 7KH V
RXU RZQ ZRUNIRUFH ZKR FRXOG EH PDWHULDOO\ LPSDFWHG E\ WKH XQGHUWDNLQJ DUH LQFOXGHF
YDOXH FKDLQ DQDO\VLV UHPDLQV TXDOLWDWLYH DQG IRFXVHG RQ WKH ODUJHVW H[SRVXUHV W
XSWHP DQG GRZ QMHDP + ZHHIX@® H SGUHG LQ WH DWHWP HQW:  HIRFXVHG SUP DU RQ [ LUMKHIVXSSTHY DQG XSWWHIP DRAMMEY Z KLBI DOR
FRQVLGHULQJ GRZQVWUHDP DFWLYLWLHYV

‘H DVVXPH WKDW WKH &RPSDQ\TV DFWLYLWLHV PD\ KDYH DFWXDO DQG SRWHQWLDO SRVLWLYH D
ZKLFK DUH FRQQHFWHG WR KXPDQ ULJKWV LQ LWV RZQ RSHUDWLRQ DV ZHOO DV WKURXJK WKH Y
UHJLRQV LQ ZKLFK ZH DV ZHOO DV XSVWUHDP DQG GRZQVWUHDP DFWLYLWLHY RSHUDWH (YRWH
ORZHU ULVN ZDV LGHQWLILHG IRU WKHVH DUHDV )XUWKHU LQIRUPDWL BEQVBQWMKH ¥NUXAHRVKDPAQ
YDOXHIFKDLQ

‘H IXUWKHU DQDO\|JHG RXU GHSHQGHQFLHY RQ HQYLURQPHQWDO DQG KXPDQ UHVRXUFHV E\ DVV
JHQHUDOO\ DVVXPHG WKDW LPSDFWV DUH DVVRFLDWHG ZLWK UHODWHG ULVNV RU RSSRUWXQL)
UHBIYDQWIR RXUBEXMOHW P RGHOWR GHMLP LOHZ KHMHUWH  FRX@ RUHOW UM\V RURSSRUXQMHY LQ DAFRUGDORHZ LW ( 65 6 : HDOR DWXP HG WDW
LPSDFWV DUH DVVRFLDWHG ZLWK ULVNV DQG RSSRUWXQLWLHV RI VLIQLILFDQW ILQDQFLDO HIIHF
RI DOO ULVNVY DQG RSSRUWXQLWLHY LQFOXGHG LQ WKH PDWHULDOLW\ DVVHVVPHQW

‘H SULRULWL]HG QHJDWLYH LPSDFWV EDVHG RQ ZKHWKHU WKH\ DUH DFWXDO RU SRWHQWLDO LP!
:KHUH KXPDQ ULJKWV FRXOG EH LPSDFWHG WKH VHYHULW\ WDNHVY SUHFHGHQFH RYHU OLNHOLKRI

7KH UHVXOW RI RXU GRXEOH PDWHULDOLW\ DVVHVVPHQW LV D IDLU UHSUHVHQWDWLRQ RI RXU LP
OLPLWDWLRQV DQG ZLOO WKHUHIRUH IXUWKHU LPSURYH RXU '0$ LQ WKH IXWXUH

6WHSV RIRXIEEMBWHU ISVOHWYVPHQW

7R GHWHUPLQH WKH PDWHULDO LQIRUPDWLRQ WKDW PXVW EH GLVFORVHG UHJDUGLQJ RXU PDWI
VXEWRSLFV WR GLVFORVXUH UHTXLUHPHQWYV

7KH SURFHVV RI WKH PDWHULDOLW\ DVVHVVPHQW ZDV EDVHG RQ WKH IROORZLQJ VWHSV

,GHQWLILFDWLRQ RI LPSDFWV ULVNV DQG RSSRUWXQLWLHV
6HWWLQJ RI WKUHVKROGY DQG SUHSDUDWLRQ RI VWDNHKROGHUV
6FRULQJ RI LPSDFWV ULVNV DQG RSSRUWXQLWLHV

5HYLHZ RI ,52 E\ H[SHUWYVY DQG PDQDJHPHQW
&RPPXQLFRWIURYXOWYV

&RQWLQXRXV UHYLHZ
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,GHQWLILFDWLRQ RI LPSDFWV ULVNV DQG RSSRUWXQLWLHV
7KH DFEWLYLWLHV RI RXU EXVLQHVYVY ZHUH VFUHHQHG WR LGHQWLI\ UHOHYDQW LPSDFWV ULVNV L
DOO VXVWDLQDELOLW\ PDWWHUV UHTXLUHG E\ WKH VWDQGDUG ,Q FDVHV ZKHUH D JLYHQ VXE L
ZDV LGHQWLILHG :H LGHQWLILHG LPSDFWV ULVNV DQG RSSRUWXQLWLHY EDVHG RQ WKH FRPSI
RSHUDWLRQV ,Q DGGLWLRQ ZH PDSSHG WKH YDOXH FKDLQ RI RXU EXVLQHVV RSHUDWLRQV I|URT
UHODWHG LPSDFWV DQG ULVNV %XVLQHVV UHODWLRQVKLSY ZHUH FRQVLGHUHG WKURXJK WKH
LPSDFWV ULVNV DQG RSSRUWXQLWLHV :‘H DOVR IRFXVHG RQ JHRJUDSKLFDO ORFDWLRQV RI R
KHLIKWHQHG ULVNVY DQG LPSDFWV DVVRFLDWHG ZLWK RXU UHOHYDQW VXVWDLQDELOLW\ PDWWH L

6HWWLQJ RI WKUHVKROGY DQG SUHSDUDWLRQ RI VWDNHKROGHUYV
7KH WKUHVKROGV IRU PDWHULDOLW\ IRU LPSDFWV IRU VHYHULW\ DQG OLNHOLKRRG ZHUH GHILQ}
PDWWHU H[SHUWYV LQFOXGLQJ WKH ULVN WHDP ZHUH LQIRUPHG DERXW WKH GRXEOH PDWHULDOI
WKH WKUHVKROGV ZHUH XSGDWHG

6FRULQJ RI LPSDFWV ULVNV DQG RSSRUWXQLWLHYV
&ROODERUDWLYH VFRULQJ VHVVLRQXUZRUHWKRIQEX¥MWNMLRQV WKH IROORZLQJ DVSHFWV ZHUH G
SRVLWLYH QHJDWLYH DFWXDO RU SRWHQWLDO ORFDWLRQ RI ,52V ZLWKLQ WKH YDOXH FKDLC

OLNHOLKRRG DQG VEYHUWWM WHFRWHW IURP WKH SUHYLRXV \HDU ZHUH UHYLHZHG

5HYLHZ RI ,52 E\ H[SHUWV DQG PDQDJHPHQW

$IWHU WKH VFRULQJ WKH (6* WHDP UHYLHZHG DQG LQ VRPH FDVHV DGMXVWHG WKH VFRULQJ
RSSRUWXQLWLHY DQG LQ FDVH RI SRWHQWLDO UHOHYDQFH LQ WKH QH[W WZHOYH PRQWKV LQ
SURFHVV DQG UHYLHZHG WKH ILQDO UHVXOW RI PDWHULDO WRSLFV

&RPPXQLFDWLRQ RI UHVXOWYV
6WDNHKROGHUV ZHUH LQIRUPHG DERXW WKH ILQDO UHVXOW RI WKH PDWHULDO LPSDFWV DQG UL’

&RQWLQXRXV UHYLHZ
$FNQRZOHGJLQJ WKDW PDWHULDO ,52V PD\ FKDQJH RYHU WLPH ZH HQDEOH UHJXODU UHYLHZV
VWUDWHILF RU RSHUDWLRQDO FRQWH[W 7KLV IUDPHZRUN HQDEOHV SHULRGLF UHDVVHVVPHC
GHYHORSPHQWY DQG LQGXVWU\ WUHQGV %\ LOWHJUDWLQJ VWDNHKROGHU IHHGEDFN DQG OHV)
VWUHQJIJWKHQV IXWXUH DVVHVVPHQWYV

6FDOH DQG WKUHVKROGV

‘H DVVHVVHG WKH OLNHOLKRRG DQG VHYHULW\ RI LPSDFWV DV VHHQ LQ WDEOH 6HYHULW\ zZD'
7KH WKUHVKROGVY IRU PDWHULDOLW\ DUH RXWOLQHG LQ WKH WDEOH ,PSDFWV ZHUH DVVHVVHG F
\HDUV WLPH KRUL]JRQ



6867$,1%%,/,7< 673$7(0(J17

73 %/ ( .,03%&76

5DQJH 6FRUHYV 6LJQLILFDQFH UL
5DUH
8QOLNHO\
ILNHOLKRRG aE ORGHUDWH
/ILNHO\
$FWXDO

OLQLPDO
IRZ
6FDOH + OHGLXP
+LJK
$EVROXWH

OLQLPDO
IRZ
6FRSH + OHGLXP
+LJK
$EVROXWH

OLQLPDO
/IRZ
,UUHPHGLDELOLW\ + OHGLXP
+LJK
$EVROXWH

0 5,6.6 $1' 23325781,7,(6 O

7KH OLNHOLKRRG DQG PDJQLWXGH RI ULVNV DQG RSSRUWXQLWLHV ZHUH DVVHVVHG XVLQJ TXDQV
PDWHULDOLW\ WKUHVKROG 5LVNV DQG RSSRUWXQLWLHV ZHUH DVVHVVHG RYHU VKRUW RQH \HD
KRUL]JRQV

7$%1( 5,6.6 23325781,7,(6
5LVNV DQG RSSRUWXQLWLHV VFRULQJ
5DQJH 4XDQWLWDWLYH SDPUDPHWHUQLILFDQFH UL
9HU\ ORZ
" IRZ
/ILNHOLKRRG
' OHGLXP
. +LJK
Vo P 9HU\ ORZ
Yo P[ Y IRZ
0DJQLWXGH
Y\ P[ Y% OHGLXP
Y P +LJK

6XP RI WKH VFRUHV RI VFDOH VFRSH DQG LUUHPHGLDELOLW\ IRUP WKH QHJDWLYH VHYHULW\

VXP RI WKH VFRUHV R
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O '"(7%,/6 2) ),1%$1&,%/ 0$7(5,%/,7< O

7KH SURFHVV IRU DVVHVVLQJ WKH ILQDQFLDO PDWHULDOLW\ RI D WRSLF LV DOLJQHG ZLWK WKH
LQWR D ULVN RU RSSRUWXQLW\ IRU WKH RUJDQL]DWLRQ $IWHU WKH DVVHVVPHQW RI ULVNV DQG
5LVN DQG &RQWURO 7HDP DQG DSSURYHG E\ WKH ODQDJHPHQW %RDUG :H DUH LQ FRQWDFW ZI
SURFHVV ,Q WKLV ZD\ VXVWDLQDELOLW\ UHODWHG ULVNVY DUH FRQVLGHUHG DQG FRPPXQLFDWHC(
DSSURDFK 7KH VFRULQJ RI ULVNV DQG RSSRUWXQLWLHV LV EDVHG RQ H{WHUQDO GDWD ZKHUH
PDWWHU H[SHUWV
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OQYLURQPHQW

'7 6#:101/;

O 29(59,(: O

7KH (8 7D[RQRP\ GLVFORVXUHV KDYH EHHQ $VJWHFMUHH GRIQSBF¥BDWDRBKHBUWBDWHG 'HOHIJDWHG $
DPHQGHG DQG (QYLURQPHQWDO 'HOHJDWHG $FW DV ZHOO DV WKH DSSOLFDEOH UHTXLUHPHQWYV
'"HFHPEHU

7KH (8 7D[RQRP\ 5HIXODWLRQ DQG LWV 'HOHJDWHG $FWV HVWDEOLVK D IUDPHZRUN IRU FODVVL
ZLWK WKLV IUDPHZRUN FRPSDQLHV DUH UHTXLUHG WR UHSRUW DQQXDOO\ RQ WKHLU FRQWULEX
SURSRUWLRQ RI UHYHQXH FDSLWDO H[SHQGLWXUH &$3(; DQG RSHUDWLQJ H[SHQGLWXUH 23(;
7D[RQRP\

7KH VL[ REMHFWLYHV VHW LQ WKH 5HJXODWLRQ DUH

+tFOLPDWH FKDQJH PLWLJDWLRQ

+tFOLPDWH FKDQJH DGDSWDWLRQ

+tVXVWDLQDEOH XVH DQG SURWHFWLRQ RI ZDWHU DQG PDULQH UHVRXUFHYV
+WUDQVLWLRQ WR D FLUFXODU HFRQRP\

+tSROOXWLRQ SUHYHQWLRQ DQG FRQWURDO

+SURWHFWLRQ DQG UHVWRUDWLRQ RI ELRGLYHUVLW\ DQG HFRV\VWHPYV

+
,GHQWLILFDWLRQ RI 7D[RQRP\ HOLJLEOH DQG DOLJQHG DFWLYLWLHV
(YRWHF DV D QRQ ILQDQFLDO XQGHUWDNLQJ VXEMHFW WR WKH (8 VXVWDLQDELOLW\ UHSRUWLC

IDOOLQJ ZLWKLQ WKH VFRSH RI WKH 5HIXODWLRQ DQG HYDOXDWHG ZKHWKHU VXFK DFWLYLWLH)
UHVXOW WKH IROORZLQJ DFWLYLWLHYVY KDYH EHHQ LGHQWIUHHGHBW ZQJRYRPAHHFOVIEREOH EXVUQEA D

+$FWLYLW\ ODQXIDFWXUH RI $FWLYH 3KDUPDFHXWLFDO ,QJUHGLHQWYV $3, 1$&( FRGH & H (
+$FWLYLW\ ODQXIDFWXUH RI OHGLFLQDO 3URGXFWV 1$&( FRGH & 33&
+$FWLYLW)\ 5HQRYDWLRQ RI ([LVWLQJ %XLOGLQJV 1%$&( FRGHV ) DQG ) HOLJLEOH IRU &OLP

+$FWLYLW\ $FTXLVLWLRQ DQG 2ZQHUVKLS RI %XLOGLQJV 1$&( FRGH / &&0

7KH 7D[RQRP\ HOLJLEOH DFWLYLWLHYVY ZHUH VXEVHTXHQWO\ DVVHVVHG DJDLQVW WKH 7D[RQRP\ D
+tPDNH D VXEVWDQWLDO FROQWULEXWLRQ WR DW OHDVW RQH HOQOYLURQPHQWDO REMHFWLYH
+tFRPSO\ ZLWK WKH 'R 1R 6LJQLILFDQW +DUP '16+ FULWHULD WR WKH RWKHU HQYLURQPHQWDO R
+tPHHW WKH OLQLPXP 6DIHJXDUGYVY UHTXLUHPHQWYV

JROORZLQJ WKH HYDOXDWLRQ DFFRUGLQJ WR WKH DSSOLFDEOH WHFKQLFDO VFUHHQLQJ FULWH!L
UHTXLUHPHQWY IRHUSWKWLQJ SHULRG :KLOH DFWLYLWLHV KDYH EHHQ FRQILUPHG DV 7D[RQRP\ HC
IXOO FRPSOLDQFH ZLWK WKH VXEVWDQWLDO FRQWULEXWLRQ FULWHULD '16+ UHTXLUHPHQWYV DQ

&RPSOHWLRQ RI FOLPDWH ULVN DVVHVVPHQW LQ LV H[SHFWHG WR VXSSRUW WKH HYDOXDWLR
DGDSWDWLRQ SRVLWLRQLQJ WKH RUJDQL]DWLRQ IRU FRPSUHKHQVLYH WD[RQRP\ DOLJQHG UHSR!
+SK\VLFDO FOLPDWH ULVNVY DFURVV DOO RSHUDWLRQDO VLWHV

+tWUDQVLWLRQ ULVNV UHODWHG WR SROLF\ DQG PDUNHW FKDQJHV

+tDGDSWDWLRQ PHDVXUHV DQG UHVLOLHQFH VWUDWHJILHYVY DQG

+*LQWHJUDWLRQ ZLWK WKH EURDGHU VXVWDLQDELOLW\ DQG ULVN PDQDJHPHQW IUDPHZRUN

]
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06&23(0

7KH GHWHUPLQDWLRQ RI WKH (8 7D[RQRP\ NH\ SHUIRUPDQFH LQGLFDWRUV .3,V LV EDVHG RQ W|
VFRSH RI FRQVROLGDWLRQ DV WKH *URXSTV &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV ZKLFK Dl

7KLY DSSURDFK HQVXUHV IXO0O DQG XQDPELJXRXV UHFRQFLOLDWLRQ ZLWK WKH FRUUHVSRQGLQJ
DSSOLFDWLRQ RI WKH (8 7TD[RQRP\ FULWHULD DFURVV WKH *URXS DQG IXOO WUDFHDELOLW\ RI U

O .(< 3(5)250%$1&( ,1',&%$7256 V3$1' &$/&8/$7,21 0(7+2'2/2%x

7KH *URXS GLVFORVHV WKH IROORZLQJ (8 7D[RQRP\ .3,V
+7XUQRYHU .3,

+&DSLWDO ([SHQGLWXUH &$3(; .3,

+2SHUDWLQJ ([SHQGLWXUH 23(; .3,

7KH FDOFXODWLRQ RI WKH .3,V IROORZV D WRS GRZQ DSSURDFK LGHQWLI\LQJ DV D ILUVW VWH
ZLWKLQ WKH VFRSH RI WKH (8 7D[RQRP\ 7KHVH UHYHQXH JHQHUDWLQJ DFWLYLWLHV IURP WKH
&$3(; DQG RSHUDWLQJ H[SHQGLWXUH 23(; ,Q WKLV FRQWH[W &$3(; DQG 23(; DUH FOHDUO\ OL
LQYHVWPHQWY PDWFKLQJ WKH (8 7D[RQRP\ FULWHULD DUH DOVR DVVHVVHG IRU HOLJLELOLW\

7XUQRYHU .3,

,Q OLQH ZLWK $QQH[ , Rl WKH 'LVFORVXUHV 'HOHJDWHG $FW FRQKHVYR W\I B VU W K H QGXHHQIRRRIL @/IK\W R U Q
IRU (8 7D[RQRP\ HOLJLELOLW\ DQG LV GHULYHG IURP WKH &RQVROLGDWHG ,QFRPH 6WDWHPHQW S
.3, DUH UHSRUWHG DFFRUGLQJ WR ,)56

%DVHG RQ WKH DVVHVVPHQW RI WKH *URXSYV HFRQRPLF DFWLYLWLHY HOLJLELOLW\ KDV EHHQ G
+tPDQXIDFWXUH RI DFWLYH SKDUPDFHXWLFDO LQJUHGLHQWYV $3,V FRUUHVSRQGLQJ WR WKH UHY
+tPDQXIDFWXUH RI PHGLFLQDO SURGXFWYV FRUUHVSRQGLQJ WR WKH UHYHQXH VWUHDP RI WKH -X\

&$3(; .3,
7KH DPRXQWV XVHG WR FDOFXODWH WKH &$%$3(; .3, GHQRPLQDWRU DUH EDVHG RQ WKH DGGLW
3URSHUW\ SODQW DQG HTXLSPHQW ,$6 ,QWDQJLEOH DVVHWYV ,$%$6 H[FOXGLQJ JRRGZLOC

DPRUWL]DWLRQ UHYDOXDWLRQ DQG LPSDLUPHQW DQG H[FOXGLQJ FKDQJHV LQ IDLU YDOXH
&$3(; GDWD LV VRXUFHG IURP WKH *URXSTV IL[HG DVVHW DQG LQWDQJLEOHV VFKHGXOHV

7R GHWHUPLQH WKH (8 7D[RQRP\ HOLJLEOH VKDUH QXPHUDWRU &$3(; UHODWHG SURMHFWV DF
HFRQRPLF DFWLYLWLHY ,Q OLQH ZLWK WKH (8 7D[RQRP\ 5HIXODWLRQ WKLV LQFOXGHYV

+&$3(; GLUHFWO\ OLQNHG WR UHYHQXH JHQHUDWLQJ HOLJLEOH DFWLYLWLHVY PDQXIDFWXUH RI DI
+&$3(; UHODWHG WR WKH SXUFKDVH RI JRRGV DQG VHUYLFHV IRU HOLJLEOH HFRQRPLF DFWLYLWL
RI EXLOGLQJYV 7KLV LQFOXGHV SULPDULO\ WKH 5LJKW RI 8VH RI D QHZO\ UHQWHG EXLOGLQJ

23(; -3,

7KH DPRXQWV XVHG WR FDOFXODWH WKH 23(; .3, GHQRPLQDWRU DUH EDVHG RQ RSHUDWLQJ H[S
VSHFLILFDOO\ GLUHFW QRQ FDSLWDOL]JHG FRVWYV TIQHXH UWLHE GGXGEH. GJ' W K$FH QL\OHDWQ FERWW\H DRIU E X L ¢
WHUP OHDVLQJ DQ\ RWKHU GLUHFW PDLQWHQDQFH DQG UHSDLU FRVWYV QHFHVVDU\ IRU WKH GD
DFWLYLWLHYV

23(; LV GHULYHG IURP WKH *URXSTV JHQHUDO OHGJHU DQG FRVW DFFRXQWLQJ VA\VWHPV

7R GHWHUPLQH WKH (8 7TD[RQRP\ HOLJLEOH VKDUH QXPHUDWRU 23(; UHODWHG DFWLYLWLHV ZH
WKH (8 7D[RQRP\ 5HIXODWLRQ 7KLV LQFOXGHV

+23(; GLUHFWO\ OLQNHG WR UHYHQXH JHQHUDWLQJ HOLJLEOH DFWLYLWLHY PDQXIDFWXUH RI DF\
+23(; UHODWHG WR WKH SXUFKDVH RI JRRGV DQG VHUYLFHV IRU HOLJLEOH HFRQRPLF DFWLYLWLI
RI EXLOGLQJV 7KLV LQFOXGHV SULPDULO\ IDFLOLWLHY DQG PDLQWHQDQFH H[SHQVHYV

7KH .3,V DUH SUHVHQWHG LQ WKH IROORZLQJ WDEOHV DQG IROORZ WKH IRUPDW VHW RXW LQ WK

]
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JLQDQFLDO <HDU 1 ‘

%UHDNGRZQ E\ HQYLURQPHQWDO |REMHFWL[YHV RI BURSRUWLRQ
3URSRUWL 3URSRUWL 7D[RQRP\ DOLJQHG DFWLYLWLHV 1RW | 7D[RQRP\ RI
RQ Rl 7D[RQR RQ RI 3URSRUWLBQVHVVHG OLIJQHGD[RQRP\
Q [RQ Q 3URSRUWLRQ @ Q [RQ
7D[RQR P\ 7D[RQR % < RI DFWLYLMDLAHVWLYLWLH\OLDQHG
o | & & - n S RI HQDEOLQJ
.3, 7RWDO P\ DOLJQHGP\ —0 | O . c = - DEwLy LWV ODQVLWERQBDGHUSIGHYLRXVFWLYLWLHV LQ
Py
HOLJLEIIDFH\NLYL\ADDI-H.\JQHE 5 8; g N 8 s DFWLYLWLHMQ ILQDQFLD®UHYLRXV
DFWLYLWLHV | DFWLYLWLHV| s O = o > ~ PDWHULD®DU 1| ILQDQFLDO
92| ot c o s T \HDU 1
= sT (i =
- (e
L : T T EE <
OCo | oo o =
TH[W (85 N (85 < 9 g - (85
T T 2
7XUQRYHU % 1/42 2 2 2 2 2 2 2 2 2 2 1/42 2
&$3(’ 1/4 1/42 2 2 2 2 2 2 2 2 2 2 ]/42 2
23(’ 1/4 1/42 2 2 2 2 2 2 2 2 2 2 1/42 2
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JLQDQFLDO <HDU 1

(QYLURQPHQWDO REMHFWLYH RI| 7D[RQRP|\
7D[RQRP\ 7D[RORPY 7D[RQRP\ DOLJQHG DFWLYLWLHV BURSRUWLRQ
HOLJLEOH . DOLJQHG [3, RI
DDOLJQHG |.3, R . 7UDQVLWLR
&RGH3URSRUWLRQ RI FURSRUWLR® RI| & & - w S (QDEOLQJ 7TD[RQRP\
(FRQRPLF $FWLYLWLHV PRQHWDU\ = © o O .. c - - QDO DFWLYLWSX
7D[RQRP\ VDOXH H| 7D[RQRP\ s o - o = E Pyl DFWLYLW\ DOLJQHG LQ
HOLJLEQH DOLJQHG r~ © n D = x o @ 7D[RQRP\
7XUQRYHU .9 | =0 T o = >
7XUQRYHU 7XUQRYHU g = S = c e = ; HOLJLEOH
é T é T (e = c
T - T T Y <
PV o= o
©o | 0o Py s
= ZKHUH 7 ZKHUH
THIW (85 © © O (
= = Pyl DSSOLFDBGBOLFDEOH
I I o
ODQXIDFWXUH RI $FWLYH 333RUPDFHXWLFDO
]/42 2 2 2 2 2 2 2 2
,QJUHGLHQWYV $3,
33&
ODQXIDFWXUH RI OHGLFLRDO 3URGXFWV Yy 2 2 2 2 2 2 2 2 2
6XP RI DOLJQPHQW SHU REMHFWLYH

7TRWDO 7XUQRYHU

Y2
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S5HSRUWHG .3,

(QYLURQPHQWDO REMHFWLYH RI 7D[RQRP\ DOLJQHG
7D[RQRP\ DIRORET 7D[RQRP\ DFWLYLWLHV 3URSRUWLRQ
HOLJLEOH . DOLJQHG [73; RI
DOLIQHG |.3, S o JUDQVLWLR
&RGH3URSRUWLRQ RI JURSRUWLR® RI| » & - - s (QDEOLQJ 7D[RQRP\
(FRQRPLF $FWLYLWLHV PRQHWDIU\ ~o0 | oo .. c p - QDO DFWLYLWY
7D[RQRP\ FL T TDIRQRP\ T - | O~ 5 S 3 T | DFWLYLW\ DOLJQHG LQ
HOLJLEOH&$3( DOLJQHS:—S w; = é o 2 7D[RQRP\
. (&
&$3(; ’ &$3(; o= §§ z o >< < HOLJLEOH
T T c 2 ot
2 = — c
T - T T Y <
PV o= o
re)
S 1°3 3 2 ( ZKHUH 7 ZKHUH
TH[W &XUUHQF\
< ] o DSSOLFDBGBOLFPEOH
T T -
ODQXIDFWXUH RI $SFWLYH 33@RYPDFHXWLFDO | , , , , , , , ,
,QJUHGLHQWV $3,
33&
ODQXIDFWXUH RI OHGLFLQDO 3URGXFWV Y2 2 2 2 2 2 2 2 2
&80
5HQRYDWLRQ RI ([LVWLQU %XLOGLQJV Y2 2 2 2 2 2 2 2 2
$FTXLVLWLRQ DQG 2ZQH U \&KeloS
%2 2 2 2 2 2 2 2 2
RI %XLOGLQJV
6XP RI DOLJQPHQW SHU REMHFWLYH 2 2 2 2 2 2
7Rv\m(‘ %2 2 2 2 2 2 2 2 2
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5HSRUWHG .3,
230

JLODQFLDO <HDU

(QYLURQPHQWDO REMHFWLYH RI 7D[RQRP)
TDIRQRP\ o oppy 7PIRQRP DOLJQHG DFWLYLWLHV 3URSRUWLRQ
HOLJLEOH .3 " o\q | sDOLIQHG 3 AumavLRof
&RGH3URSRUWLRQ R "JURSRUWLRQ ®RI| «» & w S (QDEOLQJ 7|\3A(IfRQRP\
(FRQRPLF $FWLYLWLHV PRQHWD|U\ ~0 | o0 = = - O DFWLYL
7DIRQRP\ | FL O 7DIRQRP\ T~ | 5 - 5 T 5 T | DFWLYLW\ DOLJQHG LQ
HOLJLEC)H23(_ DOLJ@BE; :g 23 = S o © 7D[RQRP\
23(; ; o= | 2z I T ; < HOLJLEOH
0
ST = I - 0 - c
; T - T o Pyl <
v - L T
TH[W (85 ©Co | oo s ( ZKHUH 7 ZKHUH
= = - DSSOLFDBGBSOLFDEOH
ODQXIDFWXUH RI $FWLYH 3B®UPDFHXWLEDO T T
]/42 2 2 2 2 2 2 2 2
,QJUHGLHQWYV $3,
33&
ODQXIDFWXUH RI OHGLFLQDO 3URGXFWV Va2 2 2 2 2 2 2 2 2
&&0
5HQRYDWLRQ RI ([LVWLQJ %XLOGLQJIV Va2 2 2 2 2 2 2 2 2
&&0
$FTXLVLWLRQ DQG 2ZQHUVKLS Rl %XLOGLQJIVY? 2 2 2 2 2 2 2 2
6XP RI DOLIQPHQW SHU REMHFWLYH 2 2 2 2 2 2
7RWDO02.3(; Va2 2 2 2 2 2 2 2 2

7KH FRGH LV WKH DEEUHYLDWLRQ RI WKH 7D[RQRP\ REMHFWLYHV WR ZKLFK WKH HFRQRPLF DFWLYLW\ LV HOLJLEOH WR PDNH D
REMHFWLYH 7KH FRGHV DUH GHILQH DV WKH IROORZLQJ FOLPDWH FKDQJH PLWLIJDWLRQ &&0 FOLPDWH FKDQJH DGDSWDWLRQ
FRQWURO 33& ELRGLYHUVLW\ DQG HFRV\VWHPV %,

]
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O ,17(*5%$7,21 2) &/,0%$7( 0,7,*$7,21 3(5)250%$1&( ,1 ,1&(17,9( 6&+(0(6 O

(YRWHF UHIOHFWV FOLPDWH UHODWHG FRQVLGHUDWLRQV LQ LWV JRYHUQDQFH VWUXFWXUHV DV
$IJUHHPHQW 7KH 6XSHUYLVRU\ %RDUG GHILQHY DQG DSSURYHV UHOHYDQW (6* JRDOV DV SDUW R

,Q FOLPDWH UHODWHG FRQVLGHUDWLRQV ZHUH QRW LQFOXGHG LQ RXU LQFHQWLYH VFKHPH
IRXU \HDU SHULRGVRURP G\MRYyHORS DQG LPSOHPHQW D FRQVLVWHQW FOLPDWH ULVN ELRGLYHUVL
IROORZLQJ HOHPHQWY D FOLPDWH VFHQDULR DQDO\VLV D FOLPDWH ULVN DVVHVVPHQW D F
PDQDJHPHQW DSSURDFK DQG D SURGXFW DQG VHUYLFHV OLIH F\FOH DVVHVVPHQW /&% 7KH FOL

ORUH LQIRUPDWLRQ RQ WKH PRAMHBEWIFEYD EM IRRYGWIQY W K/FKHPHV

O 75%$16,7,21 3/$1 )25 &/,0$7( &+$1*( 0,7,*$7,21 O

(YRWHF KDV QRW \HW GHYHORSHG D WUDQVLWLRQ SODQ +RZHYHU ZH KDYH LQLWLDWHG SUHSE¢
2SSRUWXQLWLHYV $VVHVVPHQW7EXDRV DQYVWVDVWHGW QLOO LGHQWLI\ FULWLFDO FOLPDWH UHODWHG
EXLOGLQJ RXU IXWXUH EXVLQHVV VWUDWHJ\

(YRWHF KDV DGRSWHG WZR PDMRU GHFDUERQL]DWLRQ OHYHUV UHQHZDEOH HQHUJ\ DQG D VXS
JRDOV 7KHVH OHYHUV LQIRUPHG WKH DFWLRQV DQG LQLWLDWLYHV WKDW KDYH EHHQ LPSOHPHQ

7KLV LV VXSSRUWHG E\ HQHUJ\ HIILFLHQF\ LQLWLDWLYHV DQG DFWLRQV DOLJQHG ZLWK WKH FRP
RI WKH LQLWLDWLYHV LQFOXGH 6XVWDLQDELOLW\ &KDPSLRQV *# HPSOR\HH YROXQWHHUYV WDNLQ:
/IDE LQLWLDWLYH

‘H LQLWLDWHG DQ DVVHVVPHQW RI ORFNHG LQ HPLVVLRQV WR LGHQWLI\ FDUERQ LQWHQVLYH D
DVVHWY DJDLQVW 6FRSH 6FRSH DQG UHOHYDQW 6FRSH HPLVVLRQV WR EH DOLJQHG ZLWK R

O 0%$7(5,%$/ ,03$&76 5,6.6 $1' 23325781,7,(6 5(/$7(' 72 &/,087( &+$1*( O

2XU EXVLQHVYV KDV D VLJQLILFDQW SURSRUWLRQ RI 5 ' DFWLYLWLHV FRQGXFWHG LQ ODERUD
SK\VLFDO RU WUDQVLWLRQ DUH DVVXPHG WR EH UHOHYDQW IRU WKH UHVLOLHQFH RI (YRWHEF{V
JHRJUDSKLFDO ORFDWLRQV ZKHUH DGYHUVH LPSDFWV RI FOLPDWH FKDQJH DQG JOREDO ZDUPLQ

,Q ZH LQLWLDWHG FOLPDWH UHODWHG ULVNV DQG RSSRUWXQLWLHV DVVHVVPHQW DFURVYV DO
EH DOLJQHG ZLWK 7&)' UHFRPPHQGDWLRQV E\ XVLQJ TXDQWLWDWLYH FOLPDWH VFHQDULRYV IRF
HIWHQWY GRZQVWUHDP DFWLYLWLHYV

7KH DVVHVVPHQW DLP WR LGHQWLI\ FOLPDWH UHODWHG ULVNV DQG RSSRUWXQLWLHVY WKDW DUH
7KHVH DUH /RZ &DUERQ RU 1HW =HUR 6FHQDULR EDVHG RQ ,3&& 663 6XVWDLQDELOLW\ DQG ,
6FHQDULR EDVHG RQ ,3&& 663 OLGGOH RI WKH 5RDG DQG ,($ 6WDWHG 3ROLFLHY 6FHQDULR ¢
663 7KLV LQWHJUDWHG DSSURDFK SURYLGHV D KROLVWLF DQG EDODQFHG YLHZ RI WUDQVLWLRC(
UHIOHFWV WKH SDWKzZD\ ZLWK WKH KLIKHVW H[SHFWHG H[SRVXUH WR WUDQVLWLRQ ULVNV JLYH
WR DFKLHYH WKH f& WDUJHW E\

7R HYDOXDWH WKH UHVLOLHQFH RI RXU EXVLQHVV PRGHO ZH DVVXPHG WKH FRQWUDVW RI ORZ F

ULVNV DQG XQFHUWDLQWLHYV 7KLV LOOXVWUDWHY WKH FRQWLQXDWLRQ RI FXUUHQW WUDMHFWR
WKH UHODWLYH VHQVLWLYLW\ RI (YRWHFTV EXVLQHVV WR SROLF\ DQG PDUNHW GHYHORSPHQWYV

]
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2XU SURFHVV WR LGHQWLI\ DQG DVVHVV FOLPDWH UHODWHG LPSDFWV ULVNVY DQG RSSRUWXQLWI

+&OLPDWH UHODWHG LPSDFWV

‘H FRQGXFWHG GRXEOH PDWHULDOLW\ DVVHVVPHQW WR GHWHUPLQH WKH FRPSDQ\TV DFWXDO D (
RQ VWDNHKROGHUV *+* HPLVVLRQV H[LVW LQ RXU RZQ RSHUDWLRQ DV ZHOO DV WKURXJK WKH Y
‘H FROQGXFWHG WKH DVVHVVPHQW E\ FRQVLGHULQJ WKH YDOXH FKDLQ IRU RXU EXVLQHVV SURGX

+, GHQWLILFDWLRQ RI SK\VLFDO FOLPDWH ULVNV

‘H ZLOO XVH RXU VLWHV DQG WKHLU WRWDO DVVHW YDOXHV GDWD WR DVVHVV WKH SK\VLFDO U
VHQVLWLYLW\ RI (YRWHFYV DVVHWV DQG EXVLQHVYV DFWLYLWLHVY OXQLFK 5HfV /RFDWLRQ 5LVN
UHFRPPHQGHG FOLPDWH ULVNV DVVHVVPHQW WRRO ,W ZLOO KHOS GHWHUPLQH VSHFLILF KD]DU
5HYfVY FODLPV H[SHULHQFH DQG FDWDVWURSKH PRGHOLQJ XVLQJ KLIJIK UHVROXWLRQ FOLPDWH PRC

+&OLPDWH UHODWHG WUDQVLWLRQ ULVNV DQG RSSRUWXQLWLHYV

7KH WUDQVLWLRQ ULVNV DQG RSSRUWXQLWLHV ZLOO DOVR EH DVVHVVHG ZLWKLQ RXU RZQ RSH!
HYHQWY XQGHU WKH FRQWLQXDWLRQ RI WKH KLVWRULFDO WUHQG RI D f& FOLPDWH VFHQDU
HYDOXDWHG DJDLQVW WKHVH WUDQVLWLRQDO HYHQWV WR GHWHUPLQH DQ HVWLPDWHG LPSDFW
LV QRW SRVVLEOH EHFDXVH RI PLVVLQJ GDWD RU SRRU GDWD TXDOLW\ D TXDOLWDWLYH FDWH
PDUNHW WUHQGY DQG H[SHUW MXGJPHQW

7KH DVVHVVPHQW LV SODQQHG WR EH FRPSOHWHG LQ DQG WKH LGHQWLILHG ULVNV DQG R
6WDWHPHQW

O 32/,&,(6 5(/$7(' 72 &/,0%$7( &+$1*( O

(YRWHF GRHVY QRW KDYH D FRPSUHKHQVLYH JOREDO FOLPDWH RU HPLVVLRQV SROLF\ KRZHYHU 2
IUDPHZRUN IRU RXU DSSURDFK WR HQHUJ\ PDQDJHPHQW %XLOGLQJ RQ WKLV ZH DUH GHYHORSL(
HQHUJ\ HIILFLHQF\ DFURVV WKH RUJDQL]DWLRQ

‘H FRQWLQXRXVO\ UHYLHZ DQG LPSURYH RXU PHDVXUHV UHODWHG WR HQYLURQPHQWDO DQG
LQQRYDWLYH DQG HIIHFWLYH SUDFWLFHV IRU VXVWDLQDEOH RSHUDWLRQV $V SDUW RI WKLV FR
EDVLV IRU WKH HQHUJ\ PDQDJHPHQW V\VWHP 7KLV FRYHUV WKH FRPSDQ\V VWUDWHJILF RULHQW!|

XVH , WDUAEX@WY WH SUQASGV Z H IRTRZ VR UHGXFH HOHLI\ FRQWP SWRQ P SLRYH HOHU\ HILAHOR  DQG WOQUMRQ WRZ DUG BZ HJFDLERQ HOHU\
VRXUFHV

7R HQVXUH WKH LPSOHPHQWDWLRQ RI WKLV SROLF\ WKH *OREDO +HDG RI 6XSSO\ &KDLQ LV DF
UHVRXUFHV UHTXLUHG WR RSHUDWH WKH HQHUJ\ PDQDJHPHQW V\VWHP LQ RUGHU WR DFKLHYH
UHOHYDQW UHTXLUHPHQWYV ,Q DGGLWLRQ ZH KDYH DFKLHYHG WKH ,62 FHUWLILFDWLRQ D\
HOQHUJ\ FRQVXPSWLRQ DQG LPSURYLQJ HIILFLHQF\ 7KLV FHUWLILFDWLRQ VXSSRUWYV V\VWHPDWL

FROVAUHUHRXUAHY UHGXFHE&2 €HP WRQY DQG DWIQZ W RXUBQ) WP GHDLERQY] DARQVBLIHA

$SDUW IURP DQ (QHUJ\ 3ROLF\ (YRWHF LPSOHPHQWHG D 6FRSH DQG JXLGDQFH WKDW FRQVROL
(QILQHHULQJ )DFLOLWLHV ODQDJHPHQW WHDPV LQ PDNLQJ SURMHFW GHFLVLRQV ZLWK VXVWD
FROOHFWLQJ GDWD IRU WKH DQQXDO 6XVWDLQDELOLW\ 6WDWHPHQW :H SODQ WR GHYHORS D SR
WUDQVLWLRQ SDWK

7KH VXVWDLQDEOH SURFXUHPHQW SROLF\ KDDWL QRHE BBBIQ GQ VINIIUPWIHG DV D GHGLFDWHG (6*
BURFXUHPHQW 3ROLF\ 7KH 3URFXUHPHQW 3ROLF\ DSSOLHV WR DOO (YRWHF *URXS HQWLWLHV D
23(; SXUFKDVHV ,W DSSOLHV WR DOO DIILOLDWHY DQG WR DOO FROOHDJXHV LQYROYHG LQ SURF

7KH SROLF\ VHWV FOHDU H[SHFWDWLRQV IRU VXSSOLHUV UHJDUGLQJ VXVWDLQDELOLW\ SHU

DVVHVVPHQWY WKH UHGXFWLRQ RI HQYLURQPHQWDO LPSDFWV WKH DYRLGDQFH RI HQYLURQPHC
LPSURYH VXVWDLQDELOLW\ RXWFRPHV

]
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7KH SROLF\ HVYWDEOLVKHV VWDQGDUGY WR VWUHQJIJWKHQ FRPSOLDQFH ZLWK VXVWDLQDELOLW\ |
DFURVV WKH XSVWUHDP YDOXH FKDLQ DQG HQVXUH WKDW VXVWDLQDELOLW\ FRQVLGHUDWLRQV
VXSSRUWYV WKH PDQDJHPHQW RI PDWHULDO VXVWDLQDELOLW\ UHODWHG LPSDFWV DQG ULVNV L
HQIJDJHPHQW VXSSO\ FKDLQ HPLVVLRQV DQG FRQWLQXRXV LPSURYHPHQW DQG FRQWULEXWHYV V

7KH (93 *OREDO +HDG RI 6XSSO\ &KDLQ LV DFFRXQWDEOH IRU WKH LPSOHPHQWDWLRQ RI WKH
SURFHVVHV VXSSOLHU VXVWDLQDELOLW\ DVVHVVPHQWY FRQWUDFW UHYLHZV DQG VXVWDLQDE
WKURXJK LQWHUQDO V\VWHPV DQG LV FRPPXQLFDWHG DV SDUW RI (YRWHFfV SURFXUHPHQW JRY}

O $&7,216 $1' 5(6285&(6 5(/$7(' 72 &/,087( &+H1*

( YRWFV GHFDUERQL] DARQ GYHY VR UHEXFH HP MMRQV DLH P DQDIHG XMQJ D QU WP \VWDWILE DSSURDAK 7 KHWH LOFOXGH RQIRQJ HOHLI\ HILAHQR
PHDVXUHV DFURVV RXU RSHUDWLRQV DQG WKH SURJUHVVLYH UHGXFWLRQ RI QDWXUDO JDV FR
SXUKHG FRMQXRXVD WIRXIK HILFAHR XSIWDGHY KHDAQ) I VWP RSWP [ DARQ  DQG HBRAMILFDARQ RSSRUXQMHY $V ZH GR QRAKDYH D IRWP 0O
WDQMMRQ S@Q Z H FDQQRAGVFERVH WP H ERXQG P LOMRQHY EXWZ HU-P DIQ FRP P WHMG VR UHGXALQ) QDMDQIDV XVHRYHUMP H |, Q ZH LQFUHDVH
UHQHZDEOH HOHFWUHFRLUWH BOWRKOMBOR\LQJ D VXSSOLHU HQJDJHPHQW DSSURDFK WR UHGXFH R)
WHUP 7KURXJK WKHVH PHFKDQLVPV ZH DLP WR HQVXUH WKH GHFDUERQL]DWLRQ JRDOV DUH DFKI

%XGJHW FRQVWUDLQWY OLPLWHG KBZHYHWHFKMIKRULBULW\ HQJLQHHULQJ SURMHFWYV IREXVHG |
ZHUH LQLWLDWHG VXFK DV ERLOHUV UHSODFHPHQW FKLOOHU V\WVWHP VHUYLFLQJ DQG GHVFI
RSWLPL]DWLRQV OLJKWQLQJ H[FKDQJH WR /(' WHFKQRORJ\ UHSDLU DQG UHQHZDO RI LQVXODWLI

$SSURYHG FOLPDWH UHODWHG LQYHVWPHQWY WRWDOOHG ¥» 0 ZLWK PRVW SURMHFWYV VFKHGXO

$W WKH *WWLQJHQ VLWH ZH RSWLPL]JHG WKH KHDWLQJ FXUYH IRU VXPPHU FRQGLWLRQV DOO
UHVXOWHG LQ DQ HVWLPDWHG VDYNXKI RI @OBBYBDLPDOWWHFRPSDUHG ZLWK WKH SUHYLRXV \HDU?2D
DGGLWLRQDO LQYHVWPHQWY 7KLV FRPPLWPHQW XQGHUVFRUHV RXU GHGLFDWLRQ WR VXVWDLQ
WRZDUGY YDULRXV GHFDUERQL]DWLRQ OHYHUV VXFK DV HQHUJ\ HIILFLHQF\ LPSURYHPHQWYV DQG

,Q DGGLWLRQ WR &%$3(; LQYHVWPHQWY (YRWHF LPSOHPHQWHG HQHUJ\ VDYLQJ DQG HIILFLHQF\ PI
0\ *UHHQ /DEV DV ZHOO DV 23(; LQLWLDWLYHYVY OLNH WKH WUDQVLWLRQ WR JUHHQ HOHFWULFLW
RQJRLQJ WUDQVLWLRQ WR UHQHZDEOH HOHFWULF HQHUJ\

7R VXSSRUW RXU 6FRSH HPLVVLRQV UHGXFWLRQ WDUJHW ZH KDYH GHYHORSHG D VXVWDLQDEC
VXSSOLHU HQJDJHPHQW DSSURDFK WR PLWLJDWH WKH FOLPDWH LPSDFWV OLQNHG WR RXU XSVW

‘H LQWURGXFHG D WZR VWHS DSSURDFK WR LPSURYH WKH SUHFLVLRQ DQG HIILFLHQF\ RI VXSSO
$FWLRQ ORGXOH WR DVVHVV WKH FDUERQ SHUIRUPDQFH RI VHOHFWHG VXSSOLHUV 7KLV SODWIR

HPLVVLRQV LQ D VWDQGDUGL]HG IRUPDW DQG ZKHUH DYDLODEOH WR VKDUH 3URGXFW &DUER(
(YRWHFfV VXSSO\ FKDLQ HPLVVLRQV DUH UHTXHVWHG WR SURYLGH D PRUH GHWDLOHG HPLVVLRQ

7TKHVH DFWLRQV KDYH HQDEOHG D WUDQVLWLRQ IURP D SXUHO\ VSHQG EDVHG HVWLPDWLRQ RI
LQFUHDVLQJO\ LQFRUSRUDWHYV VXSSOLHU VSHFLILF HPLVVLRQV GDWD 7KLV LPSURYHV WKH DFFX
RI WDUJHWHG HPLVVLRQV UHGXFWLRQ RSSRUWXQLWLHV ZLWKLQ WKH XSVWUHDP YDOXH FKDLQ

WKH VXVWDLQDELOLW\ FKDSWHU HPEHGGHG LQ (YRWHFTV B3URFXUHPHQW 3ROLF\ DQG FRQWULEXYV

7KH VFRSH RI WKHVH DFWLRQV FRYHUV VXSSOLHUV LQFOXGHG LQ (YRWHFYV SURFXUHPHQW SUF
VLIQLILFDQWO\ WR VXSSO\ FKDLQ HPLVVLRQV 7KH DFWLRQV DSSO\ DFURVV (YRWHFYV XSVWUHD
UHTXLUHPHQW IRU GHWDLOHG HPLVVLRQV UHSRUWLQJ E\ KLJKHU LPSDFW VXSSOLHUV LV FXUUHQ
WKH FRPLQJ \HDUV

JURP RQzDUGV (YRWHF SODQV WR GHYHORS FDWHJRU\ VSHFLILF DFWLRQ SODQV WR IXUWKH L

VXSSOLHU HQJDJHPHQW LGHQWLI\ HPLVVLRQV UHGXFWLRQ RSSRUWXQLWLHY WDLORUHG WR LQ
SURJUHVV RYHU WLPH

]
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(YRWHF KDV QHW JHUR JUHHQKRXVH JDV *+* HPLVVLRQV UHGXFWLRQ WDUJHWV ZKLFK KDYH EHH
RXU FRPSDQ\TV 6FRSH DQG WDUJHW DPELWLR®WDW RY HOA QZH ZILGWKQ BV L |\ f\& KWAUIDAVBHDARMR Bl RX U H G
HPLVVLRQV ,Q DGGLWLRQ DFWLYLWLHV IURP RXU RSHUDWLRQV DQG YDOXH FKDLQ QHJDWLYHO\ 1
WKH IROORZLQJ VFLHQFH EDVHG WDUJHWV FRYHULQJ RXU VFRSH DQG HPLVVLRQV ZKLFK ZHU}
RWKHU XQGHUWDNLQJV KDV VRPH DVVHWV VXFK DV +9$& HTXLSPHQWV WKDW HPLWV *+*V ZKLFK L
DQG EDVHG RQ WKH UHVXOWV Rl WKH DVVHVVPHQW WKH DSSURSULDWH WDUJHWV ZLOO EH VHW W

%HORZ DUH WKH RYHUDOO WDUJHWYV FODVVLILHG LQWR QHDU WHUP DQG ORQJ WHUP IRU (YRWHF

O 1HW =HUR ("ODR)WHW FRPPLWV WR UHDFK QHW JHUR JUHHQKRXVH JDV HPLVVLRQV DFURVV WKH YDO X
O 1HDU 7THUP 7TOMRWWKF FRPPLWV WR UHGXFH DEVROXWH 6FR3H DQGRP*H* HP IEDMHR QWDEN (YRWHF D(
WR LQFUHDVH DFWLYH DQQXDO VRXUFLQJ RQUHQHWWMEOH EHOHFWNQELWR IBREWLQXH DFWLYH DQ
UHQHZDEOH HOHFWULFLW\ WKURXJK (YRWHF FRPPLWYVY WR UHGXFH 6FRSH *+* [URIPUSRUG DN E
(85 YDOXH DGGHG E\ IURP D EDVH \HDU (YRWHF DOVR FRPPLWV WKDW RI LWV VXSSOLH
DQG FDSLWDO JRRGV ZLOO KDYH VFLHQFH EDVHG WDUJHWYV E\

O /RQJ 7THUP 7DYRWWF 6( FRPPLWVY WR UHGXFH DEVROXWH 6FREN DQGRP *B*EBNIHY VHBQV (ERWHF
FRPPLWVY WR UHGXFH 6FRSH *$HUPLWOWIRRYY (B YDOXH DGGHG ZLWKLQ WKH VDPH WLPHIUDPH

‘H UHSRUW DQQXDOO\ WR HQVXUH WUDQVSDUHQF\ RXWOLQLQJ (YRWHF V SURJUHVV RQ HPLVVLRC

ZLWK RXU FRUSRUDWH VXVWDLQDELOLW\ JRDOV :H KDYH D GHGLFDWHG SODWIRUP 5RXWH =HU
DFFXUDWHO\ PHDVXUHG DQG PDQDJHG HQDEOLQJ XV WR WUDFN ERWK RXU VKRUW DQG ORQJ WHU

7$%/( *+* (0,.66.21 5('8&7.21 7$5*(76

1($5 7(50 /21% 7(50

) Q o) Q
8H; 8 & P 6 8H; 8 & P

6FRSH *+* HPLVVLRQV UHGXFWLRQ 1% 1%
ODUNHW EDVHG 6FRSH #%+* HPLVVLRQV

UHGXFWLRQ 1% 1%
6FRSH *+* HPLVVLRQV UHGXFWLRQ

7RWDO *+* HPLVVLRQV UHGXFWLRQ 19 1% 14 1%

7R DFKLHYH (YRWHF V *+* HPLVVLRQ UHGXFWLRQ WDUJHWV UHQHZDEOH HQHUJ\ HOHFWULFLW\
&RPSDQ\ V GLUHFW HPLVVLRQV 6FRSH DQG 7KLUG SDUW\ HQJDJHPHQW DFURVV WKH &RPSDC
LQGLUHFW HPLVVLRQV

(YRWHF IROORZV WKH JXLGHOLQHV LQ WKH *+* 3URWRFRO &RUSRUDWH 9DOXH &KDLQ 6FRSH $F
$V GHILQHG E\ WKH *+* 3URWRFRO (YRWHF VFUHHQHG LWV WRWDO YDOXH FKDLQ *+* HPLVVLRQV

FDWHJRULHV LQ LWV LQYHQWRU\ 7KH 6FRSH FDWHJRULHV KDYH EHHQ H[FOXGHG EHFDXVH Wi
WR (YRWHF RU WKH\ DUH EHORZ WKH DOORZDEOH WKUHVKROG 7KH HLJKW FDWHJRULHV DUH
RUJDQL]DWLRQDO ERXQGDU\ IRU LWV *+* LQYHQWRU\ XVLQJ WKH 2SHUDWLRQDO &RQWURO $SSUR
HPLVVLRQV IURP DFWLYLWLHV XSVWUHDP RU GRZQVWUHDP IURP WKH FRPSDQ\TV FRUH EXVLQHVV
DQG LQYHVWPHQWY :H DSSOLHG FRQVLVWHQW PHWKRGV WR HVWLPDWH WKH UHVSHFWLYH HPLVVL
'"HWDLOV DERXW (YRWHFfV PHWKRGRORJ\ IRU WUDFNLQJ RXU *+* HPLVVLRQ UHGXFWLRQ WDUJHW

EDVHOLQH HPLVVLRQ YDOXHV DUH SXEOLVIKHEGMER JISWRH UIRILM B QFKHL Y HUSFSIRUMQ 1 Q WKH

6FRSH QHDU WHUP WDUJHWV FRYHU RQO\ SXUFKDVHG JRRGVY DQG VHUYLFHV DQG FDSLWDO JRRGV HPLVVLRQV DOO

]
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: HWERN RXU* +* HP DRQV XMQJ ERW WH GFDWRQ EDVHG DQG P DINHAEDVHG P HKRGV 1O @OH Z WK WH * + *  3LRRFRO 2 XU UHXPARQ VBLIHAV DSS®

H FOMYHD VR P DINHAEDHG HP MRV ) RUWH P DINHAEDVHG FDBXOMRQ  Z H XVH FROADRMDOLOMAKP HQW LOFXGQ) * XDUDOWHY R 2 WILQ * 2
5HQHZDEOH (QHUJ\ *XDUDQWHHV RI 2ULJLQ 5(*2 DQG 5HQHZDEOH (QHUJ\ &HUWLILFDWHYV 5(&V
WKURXJK FRQWUDFWXDO LQVWUXPHQWY LV GLVFORVHG LQ WKH WDEOH EHORZ

7R HQVXUH WKDW DOO RXU *+* HPLVVLRQV EDVHOLQH YDOXHVY DUH UHSUHVHQWDWLYH LQ WHUPYV |
GHWDLOHG SURFHGXUH JXLGLQJ RXU GDWD FROOHFWLRQ SURFHVV ‘H FROOHFW GDWD IURP DOO |
DQG RWKHU VLJQLILFDQW VRXUFHV RI JUHHQKRXVH JDV HPLVVLRQV 8VLQJ D VWDQGDUGL]HG PHW
FRQYHUVLRQ IDFWRUVY DQG FDOFXODWLRQ PHWKRGV WKH *+* &RUSRUDWH $FFRXQWLQJ SURWRF
UHJXODUO\ UHYLHZ DQG XSGDWH RXU PHWKRGRORJ\ WR UHIOHFW FKDQJHV VXFK DV FRPSDQ\ ERXC

2XU GDWD FROOHFWLRQ SURFHVV DQG WKH LQYHQWRU\ PDQDJHPHQW SODQ ,03 LQFOXGH GHWDL
YHULILFDWLRQ FRQVLGHUDWLRQV 7KLV FUHDWHY D UHSHDWDEOH IUDPHZRUN IRU IXWXUH *+* LQ"
UHSHDWHG WKHUHE\ HQKDQFLQJ HIILFLHQF\ DQG PDLQWDLQLQJ TXDOLW\ VWDQGDUGYV RYHU WK
FRQVLVWHQW GDWD FROOHFWLRQ FDOFXODWLRQ DQG UHSRUWLQJ RI (YRWHFfV 6FRSH DQG |
PRUH VSHFLILF SULPDU\ GDWD

(YHU\ \HDU VLJQLILFDQW FKDQJHV LQ ERXQGDULHV VXFK DV WKH FORVXUH Rl HQWLUH VLWHV RU

WKH GLIITHUHQFHV LQ RXU HPLVVLRQV 7KHVH DGMXVWPHQWY HQVXUH DFFXUDWH \HDU WR \HDU FR
O (1(5*< &2168037,21 $1' 0,; O

$V VKRZQ LQ 7DEOH (YRWHFYV HQHUJ\ FRQVXPSWLRQ FRPSULVHVY ERWK UHQHZDEOH BPQG QRQ U

LQ FRPSDUHG ZLWK DQG E\ FRPKDVHBGHBXWWLRQ LV SULPDULO\ GULYHQ E\ HIILFLHQF\ LPS!

WKH \HDU DV ZHOO DV HTXLSPHQW XSJUDGHVY DQG IRRWSULQW DGMXVWPHQWV

7KH SURSRUWLRQ RI HOHFWULFLW\ FRQVXPSWLRDQ® BHFDWIDE HEG E\FR FRPEHMIEZEOHKWEKW UHQHZDE
HOHFWULFLW\ XVDJH URVH E\ UHRRPSPWHGI WLMWHK VKLIW I[URP FRQYHQWLRQDO HOHFWULFLW\ WR UFL

,Q UHQHZDEOH HOHFWULFLW\ DFFRXQWHG IRU RI WRWDO HOHFWULFLW\ FRQVXPSWLRQ DQG
DFKLHYLQJ JUHHQ HOHFWULFLW\ E\
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(QHUJ\ FRQVXPSWLRQ IURP QRQ UHQHZDEOH VRXUFHV

&RQVXPSWLRQ RI SXUFKDVHG RU DFTX
RU FRROLQJ IURP IRVVLO VRXUFHV

[UHG HOHFYV

VULFLW\

KH

DW VWHDP

JXHO FRQVXPSWLRQ IURP RWKHU IRVVL

O VRXUFHY

)JXHO FRQVXPSWLRQ IURP QDWXUDO JD

Y4

)J)XHO FRQVXPSWLRQ IURP FUXGH RLO D

QG SHWURG

HXP SURGX

FWYV

)XHO FRQVXPSWLRQ IURP FRDO DQG FR

DO SURGX¥F

WV 2

(QHUJ\ FRQVXPSWLRQ IURP UHQHZDEOH VRXUFHV

7KH FRQVXPSWLRQ RI VHOI JHQHUDWH
0:K

5 QRQ IXHO

UHQHZDEOH

H HQHUJ\

&RQVXPSWLRQ RI SXUFKDVHG RU DFTXLUHG HOHFWULFLW\ KHDW VWHDP
DQG FRROLQJ IURP UHQHZDEOH VRXUFHV 0:K

)XHO FRQVXPSWLRQ IURP UHQHZDEOH VRXUFHV ELRPDVV 0:X 2
7RWDO UHQHZDEOH HQHUJ\ FRQVXPSWLRQ 0:K

&RQVXPSWLRQ IURP QXFOHDU VRXUFHY 0:K 2 2 2
7RWDO IRVVLO HQHUJ\ FRQVXPSWLRQ |[0:K FDOFXODWHG DV WKH VXP

RI OLQHV WR

7TRWDO HQHUJ\ FRQVXPSWLRQ

6XP RI UHQHZDEOH DQG QRQ UHQHZDEDH HQHUJ\ [0:K

1RQH RI WKH FRPSDQ\YV DFWLYLWLHY DUH OLQNHG WR KLJK FOLPDWH LPSDFW VHFWRUV LQ D ZD\
JHQHUDWHG LQ WKH 3KDUPD DQG %LRWHFKQRORJ\ VHFWRU
5HVHDUFK DQG H[SHULPHQWDO GHYHORSPHQW RQ QDWXUDO VFLHQFHV DQG HQJLQ!

DUH 1
SURGXFWYV

JRU HQHUJ\ LQWHQVLW\ FDOFXODWLRQVY ZH DVVXPH WKDW RXU WRWDO QHW UHYHQXH EHORQJV

GLVFORVHG LQ WKH *URXSTV )LQDQFLDO 6WDWHPHQWYV

%DVH \HDU

:KLOH ZH GR QRW SURYLGH D GHWDL
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O (1(5*< ,17(16,7< %$6(' 21 1(7 5(9(@8(

‘H DUH FRPPLWWHG WR UHGXFLQJ RXU HQHUJ\ LQWH@YWVIWHWHU PZRIOQAR @ Q8/R RIQFHHIDYXBJI RXU X
6LQFH ZH KDYH DFKLHYHG D UHGXFWLRQ LQ HQHUJ\ LQWHQVLW\ DV VKRZQ LQ WDEOH GUL
RXU RSHUDWLRQDO VLWHYV

7$%/( (1(5*< ,17(16.7< 3(5 1(7 5(9(18(
&$7(*25<
(QHUJ\ FRQVXPSWLRQ
SHYHQXH N

(QHUJ\ LOQWHQVLW\ 0:+ P%

3(5&(17%*( ',))(5(1&(

O *5266 6&23( $1' 727%/ *+* (0,66,216 O

(YRWHFYfV GLUHFW HPLVVLRQV 6FRSH DQ® KDUWYRHV & HPROUUHNDAWA & D'LIQE HBFR S H D H® L VWRIFRSPW A B U
UHGXFHG ED GHFUHDVH ORFDWLRQ EDVHG YDOXH OREWWLR @ EPXYAHBWYLYBXH GHFUHDVH IURP
H[FHHGLQJ WKH VFLHQFH EDVHG WDUJHW WUDMHFWRU\ XVLQJ WKH PDUNHW EDVHG DSSURDFK

7KLV UHGXFWLRQ KDV EHHQ GULYHQ E\ RXU WUDQVLWLRQ IURP VWDQGDUG HOHFWULFLW\ WR UH
RXU JUDGXDO VKLIW DzZD\ IURP PHWKDQH JDV LQ IDYRU RI HOHFWULFLW\ DQG GLVWULFW KHDWLC
EHHQ VXSSRUWHG E\ HQHUJ\ HIILFLHQF\ LQLWLDWLYHYVY LPSOHPHQWHG DFURVY DOO (YRWHF VLWH

(YRWHFTV LQGLUHFW HPLVVLRQV BEHRSHHQGAIGUHDVHBELE\ UHGXFWLRQ ZDV SULPDULO\ GULYHQ E\
HI[SHQGLWXUHV LQ IXUWKHU UHGXFHG RYHUDOO ILQDQFLDO VSHQGLQJ DQG HPLVVLRQV

7RWDO 6FRSH HPLVVLRQV GHFUHDVHG E\ LQ FRPSDUHG ZLWK WKH EDVHOLQH :KHQ D
QHDU WHUP WDUJHWV BR&YR FRRYDEHDCEHS ILRP SXUKDVHG JRRGV VHMFHY DQG FDSIMIOIRRGY D GHFUHDVH FRPSDUHG
%H\RQG WKH QHDU WHUP LQWHQVLW\ WDUJHW ZKLFK FRYHUV RQO\ 6FRSH FDWHJRULHV D
UHGXFWLRQ LQ FRPSDUHG ZLWKLWKUH G X FEADMVHO LR HOWWULEXWHG ERWK WR ORZHU HPLVVLI
9DOXH $GGHG (9% FRPSDUHG ZLWK )XUWKHU GHWDLOV RQ HASSSHRERIUMGIXFWHRBQ W UIRUP

7R HQKDQFH VXSSOLHU HQJDJHPHQW RQ 6FRSH HPLVVLRQV WKH SURSRUWIL®Q RURVXSBOLHUV Z|
7KLV VLJQLILFDQW LQFUHDVH ZDV SULPDULO\ GULYHQ E\ LPSURYHG WUDQVSDUHQF\ DFURVV RX
VWUHQJWKHQLQJ GDWD YLVLELOLW\ ZH ZHUH DEOH WR PRUH HIIHFWLYHO\ LGHQWLI\ PRQLWRU
FRQVROLGDWLQJ RXU VXSSOLHU SRUWIROLR HQDEOHG XV WR IRFXV RXU FROODERUDWLRQ HIIR
HPLVVLRQV UHGXFWLRQ WDUJHWV [RSERRBR|LW KRVPDMSRON UHIHU WR

2YHUDOO JURVV WRWDO HPLVVLRQV KORFDGHROHBDNYWIGGEY DO XBQ EHWHEISRQWUKQH SHULRG &RPSDU
EDVHOLQH JURVV HPLVVLRQV GIORFDMMHHRE® E\DVHG YDORK EHWZWHPGXFWLRQ KDV DOVR OHG WF
HPLVVLRQV LQWHQVLW\ DV SUHVHQWHG EHORZ 7KXV L QWHROPLLW/L RSH B DOHMR RJIMDKHHQ K B VG H\FHWDHUD V H (

73%I/( *5266 (0.66.21 ,17(16,7<

*4* 17(16,7< 3(5 1(7 5(9(18(

7TRWDO *+* HPLVVLRQV ORFDWLRQ EDVHG SHU|QHW UHYHQXH
W&BAT PYa

7TRWDO *+* HPLVVLRQV PDUNHW EDVHG SHU QHW UHYHQXH
W&RAT PY
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7$%/( *5266 6&23( $1' $1' 727%/ *+* (0,66,216

*5266 (0,66,216800%$6( <($5
W &R

6FRSH *+* (PLVVLRQV
*URVV 6FRSH
*+* HPLVVLRQV
W&EAT
SHUFHQWDJH RI 1% 1% 1% 1% 1% 1% 1%
6FRSH *+*
HPLVVLRQV |IURP
UHJXODWHG HPLVVLRQ
WUDGLQJ VEKHPHV

6FRSH *+* (PLVVLRQV
*URVV ORFDWLRQ 1% 1%
EDVHG 6FRSH

*+* HPLVVLRQV
W&BA T
*URVV PDUNHW
EDVHG 6FRSH

*+* HPLVVLRQV

wWalT
6FRSH *+* (PLVVLRQV
7RWDO *URVV 19

LQGLUHFW |BFRSH
*+* HPLVVLRQV
walT
3XUFKDVHG JRRGYV
DQG VHUYLFHV
&DSLWDO JRRGV
YXHO DQG HQHUJ\ 1§
UHODWHG DFWLYLWLHYV
QRW LQFOXGHG LQ
6FRSH RU BFRSH
8SVWUHDP 1§
WUDQVSRUWDWLRQ DQG
GLVWULEXWLRQ

'DVWH JHQHUDWHG 19
LQ RSHUDWLRQV

%XVLQHVV 19
WUDYHOOLQJ

(PSOR\HH 19
FRPPXWLQJ

. QYHVWPHQWYV 19

7RWDO

*URVV VFRSH 19 1$
DQG ODUNHW
EDVHG
*URVV VFRSH 1% 1$
DQG /RFDWLRQ
EDVHG
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7KH LPSDFWV RI (YRWHFYV RSHUDWLRQV RQ ZDWHU DQG VRLO TXDOLW\ DV HPLVVLRQV DUH JHQ
SHUPLWYVY O5HJXODWRU\ FRPSOLDQFH LV VXSSRUWHG E\ ORFDO SHUPLWV ZKLFK IRU RXU VLWH)\
DEDWHPHQW PHDVXUHV UDWKHU WKDQ PHDVXULQJ D EURDG VHW RI SROOXWDQW FRQFHQWUDW
SURFHVV IRU DVVHVVLQJ SROOXWLRQ UHODWHG LPSDFWESDIEWN W IDMNS/ EDIHWR BFAKRRIQV R ) WWRIUNAY (GHHS/

032/,&,(6 5(/$7(' 72 32//87,01

BROOXWLRQ PDQDJHPHQW LV SULPDULO\ DGGUHVVHG DW WKH VLWH OHYHO 6LWHV RSHUDWH XC
WKDW GHILQH DSSOLFDEOH FRQWUROV DQG PRQLWRULQJ REOLJDWLRQV )RU VPDOOHU VLWHV R
RFFXSDQWV DFWLYH PRQLWRULQJ PD\ QRW EH UHTXLUHG E\ UHJXODWRU\ DXWKRULWLHYV

(YRWHF GRHVY QRW FXUUHQWO\ PDLQWDLQ D IRUPDO FRPSDQ\ ZLGH SROLF\ 7KLV LV EHFDXVH SRC
WKURXJK VLWH VSHFLILF SHUPLWV DQG ORFDO UHJXODWLRQV UHIOHFWLQJ WKH OLPLWHG VFDO
QHHG IRU D PRUH KDUPRQL]JHG *URXS ZLGH HQYLURQPHQWDO SROLF\ IUDPHZRUN DV SDUW RI WI
IXUWKHU DOLJQPHQW RI HQYLURQPHQWDO PDQDJHPHQW SUDFWLFHV LQ WKH FRPLQJ UHSRUWLQJ

O $&7,216 5(/$7(' 72 32//87,Q1
(YRWHFYV $3, PDQXIDFWXULQJ VLWHV LQ WKH 8. DQG ,WDO\ RSHUDWH XQGHU ORFDO SHUPLW UH
FRQGXFWHG LQ DFFRUGDQFH ZLWK WKHLU SHUPLWV 7KH 8. VLWH LV FHUWLILHG WR ,62 HQ\
LPSURYHPHQW
%H\RQG FRPSOLDQFH ZLWK UHJXODWRU\ SHUPLWVY (YRWHF KDV QRW LPSOHPHQWHG DGGLWLRQD
LPSDFWV KDYH EHHQ DVVHVVHG DV OLPLWHG LQ VFDOH DQG DUH HIIHFWLYHO\ PDQDJHG WKUR
VI\VWHPV 3ROOXWLRQ SUHYHQWLRQ PHDVXUHV DUH WKHUHIRUH SULPDULO\ HPEHGGHG LQ RSHUD
O 7$5*(76 5(/$7(' 72 32//87,21
ORQLWRULQJ LV FRQGXFWHG LQ DFFRUGDQFH ZLWK ORFDO SHUPLWV DQG LV SULPDULO\ IRFX\
DEDWHPHQW V\VWHPV SDUWLFXODUO\ DW WKH $3, VLWHV ,Q PDQ\ ORFDWLRQV WKLV PRQLWRUL

&XUUHQW UHJXODWRU\ UHTXLUHPHQWYV GR QRW PDQGDWH PRQLWRULQJ RI VSHFLILF VXEVWDQFH)

$V D UHVXOW (YRWHF GRHV QRW FXUUHQWO\ VHW RWDJD QKB WIFD@ HLBEGCSKRORIXWHRRI URXAD W § 6
PRQLWRULQJ RI VSHFLILF SROOXWDQWYV VXEVWDQFHV RI FRQFHUQ RU VXEVWDQFHV RI YHU\ KLJK

6LPLODUO\ (YRWHF LV QRW UHTXLUHG WR UHSRUW SROOXWDQW ORDGV WR DLU ZDWHU RU VRLC(
REOLJDWLRQV

(YRWHF FRQWLQXHV WR HQVXUH FRPSOLDQFH ZLWK DQ\ SHUPLW FRQGLWLRQV DQG ORFDO HQYLU

O 0(75,&6 5(/$7(' 72 32//87,21 O

,Q OLQH ZLWK (656 $SSHQGL[ ( DQG FRQVLVWHQW ZLWK SDUDJUDSK E (YRWHF GRHV QR
HPLVVLRQV IURP (YRWHFYV DFWLYLWLHY DUH EHORZ PDWHULDO UHSRUWLQJ WKUHVKROGV DQG
UHJXODWLRQV LQFOXGLQJ WKH (XURSHDQ 3ROOXWDQW 5HOHDVH DQG 7UDQVIHU 5HJLVWHU ( 3
PHDVXUHV LV YHULILHG WKURXJK ORFDO SHUPLWWLQJ DQG UHJXODWRU\ RYHUVLIJKW DW HDFK VL

]
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O ,03$&7 5,6. $1' 23325781,7,(6 5(/$7(" 72 $7(5

(YRWHFV RSHUDWLRQV UHTXLUH ZDWHU SULPDULO\ IRU VDQLWDU\ XVH KHDWLQJ DQG VWHDP SL
ZDWHU FRQVXPSWLRQ DFURVV WKH FRPSDQ\ LV UHODWLYHO\ ORZ(¥RWSIFUBKF RU®Q K] RW KHKUD W HADRAX
SRVH D IXWXUH RSHUDWLRQDO ULVN *# SDUWLFXODUO\ DW VLWHV ORFDWHG LQ ZDWHU VWUHVV U

2XU ZDWHU VWUHVV DVVHVVPHQW FRQILUPHG WKDW WZR (YRWHF VLWHV + 7RXORXVH )UDQFH
VWUHVV ULVNBWPDNRQUHDHY DQWNWEBY RRURISHUDWLRQDO FRQWLQXLW\ 1R H[WHUQDO VWDNHKR:
DVVHVVPHQW

O 32/,&,(6 5(/$7(' 72 :$7(5 O

(YRWHF KDV QRW \HW DGRSWHG D GHGLFDWHG SROLF\ IRU WKH VXVWDLQDEOH XVH DQG SURWHF\
WKH ZDWHU VWUHVV DQDO\WLV WKH FRPSDQ\ DFNQRZOHGJHV WKH QHHG WR GHYHORS D SROL
VKRUWDJHV HQKDQFLQJ ZDWHU XVH HIILFLHQF\ DFURVV RSHUDWLRQDO VLWHV 7KLV LV WR VXS
(YRWHF SODQ WR LPSOHPHQW D FRPSDQ\ ZLGH UHVRXUFH DQG ZDWHU PDQDJHPHQW IUDPHZRUN

O $&7,216 5(/$7(' 72 :$7(®

(YRWHF KDV WDNHQ LQLWLDO VWHSV WR XQGHUVWDQG DQG PDQDJH LWV ZDWHU UHODWHG LPSDF
XVLQJ GLUHFW PHDVXUHPHQW ZKHUH DYDLODEOH ,Q WKH DEVHQFH RI PHWHUHG GDWD HVWLPI
KLVWRULFDO GDWD DUH XVHG 6LWH OHYHO FRQVXPSWLRQ GDWD DUH XSORDGHG LQWR 5RXWH:-
SURFHVVHV

,Q DAGAMRQ ( YRWF S@QV VR HOKDQRH LW (R WP Z DIMUMMZ DUBWKLS B\ @XQRKLQ) WH ILDMBKDHR IW: DMJO DQDIHP HWSWDM\ 1Q 7KLY
SKDVH Z LODHWEEDK D LREXW\SUH DAWHAP HAWDQG RYHDURKLQY JXLGDQRH ILDP HZ RIN' LOFOXGALQ) WH GHYHBSP HOAR GHELGHG Z DMUP DSV, WZ LODOR
LQFOXGH D GDWD JDS DQDO\VLY UHPRWH ZDWHU DXGLW ULVN DQG FRPSOLDQFH JDS DQDO\VLV
ILYH WR WHQ \HDU ZDWHU VWUDWHJI\ &ROOHFWLYHO\ WKHVH HIIRUWV ZLOO VXSSRUW WKH H
PDQDJHPHQW IUDPHZRUN

O 7%$5*(76 )25 :$7 (%0

(YRWHF KDV QRW \HW HVWDEOLVKHG TXDQWLWDWLYH WDUJHWV IRU ZDWHU UHGXFWLRQ RU ZD\
IROORZLQJ FRPSOHWLRQ RI WKH ILUVW SKDVH RI WKH :DWHU ODQDJHPHQW 6WUDWHJ\ 7KLV WDU
5HVRXUFHVY DQG (YRWHFYV EURDGHU VXVWDLQDELOLW\ VWUDWHJ\

O :$7(5 &2168037,21 3(5)250%$1&( O

&XUUHQWO\ ZH DUH PRQLWRULQJ ZDWHU XVDJH DW HDFK VLWH RQ DQ DQQXDO EDVLV ZLWK FHI
LQFOXGHG ERWK DFWXDO DQG HVWLPDWHG GDWD 7KH ZDWHU FRQVXPSWLRQ GDWD FROOHFWLRC
ELOOV WKDW DUH PDQXDOO\ XSORDGHG LQWR DQ RQOLQH GDWDEDVH 5RXWH=HUR :H DVVXPHG
VLWHYVY ZKHUH GLUHFW PHDVXUHPHQW RU HYLGHQFH DUH PLVVLQJ HVWLPDWHY DUH PDGH XVLQJ
ZDWHU FRQVXPSWLRQ DQG RU SUHYLRXV \HDUYfV FRQVXPSWLRQ 7KH YROXPH RI ZDWHU LQ DUHD
RXU WZR VLWHY ORFDWHG LQ DUHDV ZLWK ZDWHU ULVN *+ 7TRXORXVH LQ )UDQFH DQG $ELQJGRQ L

(YRWHFfV ZDWHU FRQVX\PSWHRBQWHG LQ WDBORI ZEDWK P RU LV FRQVXPHG LQ ZDWHU ULVN DUF
UHFRUGHG D FRQVXPSWLRQPLRMHPVNQWLRRY (85 Rl UHYHQXH JHQHUDWHG LQ

3HU RXU GRXEOH PDWHULDOLW\ DVVHVVPHQW ZDWHU LV QRW D PDWHULDO WRSLF IRU (YRWHF KRZHYHU WKH FKDSYV

]
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7$%/( :$7(5 &2168037.21 3(5)250%$1&(

:DWHU FRQVXPSWLRQ P | | |
6LWHV ZLWK QR ZDWHU VWUHVV

6LWHV ZLWK ZDWHU VWUHVYV

7TRWDO FRQVXPSWLRQ

4'5174%"' 75" 9#56'

Ne) (YRWHF FRQWLQXHY WR PDLQWDLQ FRPSOLDQFH ZLWK HQYLURQPHQWDO OHJDO REOLJDWLF
WR VXSSRUW PRQLWRULQJ DQG UHSRUWLQJ

,Q WKH QHDU WHUP RXU IRFXV UHPDLQV RQ PDLQWDLQLQJ DFFXUDWH DQG UHOLDEOH ZDVWH GI
VWDQGDUGL]H GDWD FROOHFWLRQ SURFHVVHV 7KURXJK WKHVH HIIRUWY ZH HQVXUH WUDQVSDU
VLWHV

O ,03%$&76 5,6.6 $1' 23325781,7,(6 5(/$7(' 72 5(6285&( 86( O

,Q (YRWHF LGHQWLILHG PDWHULDO LPSDFWV UHODWHG WR ZDVWH JHQHUDWLRQ DQG UHVR
VHUYLFHY DQG DGPLQLVWUDWLYH V b ¥ A RQ ZLWK VWUL

%RWK KD]JDUGRXV DQG QRQ KD]DUGRXV ZDVWH VWUHDPV DULVH IURP WKH GLIIHUHQW VHJPHQW
SURGXFWLRQ (YRWHF LV ZRUNLQJ WR DOLJQ ZDVWH VRUWLQJ UHFRYHU\ DQG GLVSRVDO SUDFWI
DQG GLVSRVDO SUDFWLFHVY DUH QRW \HW IXOO\ DOLJQHG ZLWK EHVW SUDFWLFHV DFURVV DOO
FRPSOLDQFH RU HQYLURQPHQWDO KDUP SDUWLFXODUO\ LQ UHJLRQV ZLWK OLPLWHG ZDVWH PDC
ZDVWH PDQDJHPHQW SURFHGXUHV DQG LPSURYH DOLJQPHQW ZLWK EHVW SUDFWLFHY DFURVV LW

5HVRXUFH RXWIORZV RFFXU WKURXJKRXW (YRWHFfV GUXJ GHYHORSPHQW VHUYLFHVY LQFOXGL
ORJLVWLFV :KHUH FLUFXODU DSSURDFKHY DUH QRW \HW IXOO\ LPSOHPHQWHG WKHVH RXWIOR:
UHGXFHG UHVRXUFH HIILFLHQF\ DQG OLPLWHG RSSRUWXQLWLHV IRU UHXVH RU UHFRYHU\ (YRWH
LWV RSHUDWLRQV DQG VHUYLFHYV

O 32/,&,(6 5(/$7(' 72 5(6285&( 86( O
:DVWH PDQDJHPHQW SUDFWLFHV DFURVV (YRWHF VLWHYV DUH JXLGHG E\ D KLJKH WY\ GIDV\NGH 2
GHYHORSHG RQ DQ DVVHVVPHQW RI WKH IRXU VLWHV UHVSRQVLEOH IRU Rl WKH FRPSDQ\fV

RSHUDWLRQDO VLWHYV

, W RXWOLQHV NH\ SULQFLSOHV DQG DFWLRQV LQFOXGLQJ WKH DQDO\VLV RI ZDVWH VWUHDPV
VSHFLILF SURFHGXUHVY WR HQVXUH FRPSOLDQFH ZLWK DSSOLFDEOH UHJXODWLRQV DQG VXSSRUW

$V RI WKH SXEOLFDWLRQ RI WKLV UHSRUW WKH VWDQGDUG KDV QRW \HW EHHQ IXOO\ DGRSWH

IUDPHZRUN IRU IXWXUH DOLJQPHQW RQ RXU DSSURDFK DQG DVSLUDWLRQV IRU FRQWLQXRXV LP
WUHDWPHQW RXWFRPHYV DQG GLVSRVDO RXWFRPHV LQFOXGLQJ KD]JDUGRXV DQG QRQ KD]DUGRXV

O $&7,216 $1' 5(62858&(6 5(/$7(' 72 5(6285&( 86( O

,Q (YRWHF GLG QRW DGRSW DQ\ JURXS ZLGH DFWLRQV RU DOORFDWHG VSHFLILF UHVRXUFHV |
UHSRUWLQJ SHULRG ZHUH OLPLWHG WR PDLQWDLQLQJ FRPSOLDQFH ZLWK DSSOLFDEOH UHJXODW

]
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1R JURXS ZLGH TXDQWLWDWLYH RU TXDOLWDWLYH WDUJHWYV UHODWHG WRKUHNBXPRRALXNGEG W
ODQDJHPHQW 6WDQGDUG LAWUIRGWHRBGHB WR VXSSRUW WKH IXWXUH GHYHORSPHQW RI FRQVLYV
DOLIJQPHQW RI ZDVWH VWUHDPVY DQG GDWD FROOHFWLRQ SUDFWLFHVY DFURVV VLWHV

$W WKLV VWDJH WKH FRPSDQ\YV IRFXV UHPDLQV RQ LPSURYLQJ GDWD TXDOLW\ VWDQGDUGLI]L
IXWXUH WDUJHW VHWWLQJ 2QFH VXIILFLHQW FRPSDUDEOH GDWD DUH DYDLODEOH DFURVV WKl
DPELWLRQ DQG GHILQH FRUUHVSRQGLQJ SHUIRUPDQFH LQGLFDWRUYV

O 5(6285&( 287)/2:6 :$67( O

Q (YRWHF JHQHUDWHG DQ HVWRRDWRIGZWRWID OZRLFWRQV R GDGDUGRXV MRQWHRD @R Q KD]D U
ZDVWH 21 WKIKRQV RI KD]JDUGRXVWRYWRID@BQ KD]DUGRXV ZDVWH ZHUH GWRBNWHGK VD GG R % R VZDC

WRQV Rl QRQ KD]JDUGRXV ZDVWH ZHUH GLUHFWHG WR UMNFRQYW R ZBDVSWHVHRWRW DB 7B ¥ RNH LN Gt
QRW UHFRYHUHG DV VKRZQ LQ WDEOH WRQMVRIRQDG®IORDEW Y HDBWH G

7$%/( (P67 ( *(1(5%7("

7TRWDO DPRXQW RI KDJDUGRXV ZDVWH 7TRQV
7TRWDO DPRXQW RI QRQ KD]JDUGRXV ZDVWH TRQV
SHUFHQWDJH RI QRQ UHFRYHUHG ZDVWH SHUFHQWDJH

:DVWH VWUHDPV UHOHYDQW WR (YRWHFYV DFWLYLWLHV SULPDULO\ DULVH IURP ODERUDWRU\ UH!'
LQFOXGH FKHPLFDO ZDVWH VROYHQW PL[WXUHV FRQWDPLQDWHG ODERUDWRU\ FRQVXPDEOHYV

JHQHUDO RSHUDWLRQDO ZDVWH :DVWH LV FODVVLILHG DV KD]JDUGRXVY RU QRQ KD]J]DUGRXV LQ DF
ZDVWH WUHDWPHQW FODVVLILFDWLRQ VI\VWHP LQFOXGLQJ UHFRRYWBWBODRJG GNVBRWPGE QW FERHGW
KD]JDUGRXV ZDVWH VWUHDPV DQG WUHDWPHQW FRGHV WR QRQ KD]JDUGRXV ZDVWH VWUHDPV DF

2XU FDOFXODWLRQVY DUH EDVHG RQ WKH PDVV RI ZDVWH UHSRUWHG E\ YHQGRUV LQ PHWULF WRQ

ZHUH REWDLQHG GLUHFWO\ I[IURP WKH YHQGRUV ZKLOH 4 ILJXUHV DUH (YRWHF HVWLPDWHYV EDVI
DQG EHORZ SURYLGH D EUHDNGRZQ RI KDJDUGRXV DQG QRQ KD]DUGRXV ZDVWH E\ WUHDWPHQW

7$%/(__ D 5(6285&( 287)/2: 121 +$=9$5'286 :$67( %5($.'2:1 %< 75($70(17 7<3(

121 +$=$5'286 :$67( ',5(&7(' 72 ',6326%/

/IDQGILOO TRQV
,QFLQHUDWLRQ 7RQV
2WKHU GLVSRVDO RSHUDWLRQV 7TRQV
7TRWDO 7TRQV

121 +$=$5'286 :$67( ',9(57(' )520 ',6326%/

5HF\FOLQJ TRQV
BUHSDUDWLRQ IRU UHXVH TRQV
2WKHU UHFRYHU\ RSHUDWLRQV TRQV
7RWDO 7RQV

7KH GLYHUWHG QXPEHUV DUH SUHVHQWHG DFFRUGLQJ WR WKH :DVWH ODQDJHPHQW $FW DV DPHQGHG 7KH F
GLVSRVDOV ' ' * ' * + o+ .+ B5HFRYHU\ UHF\FOLQJ 5 5 5 5 3UHSDUDWLRQ IRU UHXVH 5

RSHUDWLRQV 5 5

]
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7$%/( E 5(6285&( 287)/2: +$=$5'286 :$67( %5($.'2:1 %< 75($70(17 7<3(

+$=$5'286 :$67( ',5(&7(' 72 ',6326%/

/DQGILOO 7RQV
,QFLQHUDWLRQ 7RQV
2WKHU GLVSRVDO RSHUDWLRQV 7RQV
7RWDO 7RQV
+$=$5'286 :$67( ',9(57(' )520 ',6326%/

5HF\FOLQJ 7RQV
3UHSDUDWLRQ IRU UHXVH 7RQV
2WKHU UHFRYHU\ RSHUDWLRQV 7RQV
7RWDO 7RQV
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O ,03%$&76 5,6.6 $1' 23325781,7,(6 5(/$7(' 72 2:1 :25.)25&( O

2XU ZRUNIRUFH UHPDLQV FHQWUDO WR (YRWHFfVY DELOLW\ WR GHOLYHU RQ RXU VWUDWHJILF DPI
WKH MRXUQH\ IURP FRQFHSW WR FXUH (YRWHFYV HPSOR\HHV DQG QRQ HPSOR\HHV 2 LQFOXGL
HI[HFXWLRQ RI RXU RSHUDWLRQV VFLHQWLILF SURJUDPY DQG HQDEOLQJ IXQFWLRQV DFURVY DOO

7KH *URXSTWBRXEOH PDWHULDOLW\ DVVHVVPHQW '0$ LGHQWLILHG WZR QHJDWLYH PDWHULDO LI
(YRWHFfV ZRUNIRUFH 7KH PDWHULDO LPSDFWV UHODWH WR WKH KHDOWK DQG VDIHW\ RI HPSE
HQYLURQPHQWYVY ,Q DGGLWLRQ LPSDFWV ZHUH LGHQWLILHG LQ FRQQHFWLRQ ZLWK RUJDQL]DWLR

7KHVH LPSDFWV DUH LQIOXHQFHG E\ (YRWHFfV RUJDQL]DWLRQDO GHYHORSPHQWV LQ LQFOX
RI WKH 7DUJHW 2SHUDWLQJ ORGHO (YRWHF KDO¥ LVOMNH Q FW R X QU\H \DXQ@BWNVQRWIWKWMHG FRUUHVSRQG
LGHQWLILHG LPSDFWV 7KHVH PHDVXUHV IRFXV RQ VWUHQJWKHQLQJ ZRUNIRUFH VDIHW\ 7KH DFW
UHPHGLDWH WKHVH LPSDFWV DUH GHVFULEHG LQ GHWDLO LQ WKH $FWLRQV VHFWLRQ RI WKLV FK

(YRWHFfV ZRUNIRUFH VSDQV *HUPDQ\ )UDQFH WKH 8QLWHG .LQJGRP ,WDO\ DQG WKH 8QLWHC(
FRQWLQJHQW ZRUNHUV $00 JURXSV IDOO XQGHU WKH GHILQLWLRQ RI 3RZQ ZRUNIRUFH" DFFRUGL

Q VHYHUDO VWUDWHJILF LQLWLDWLYHV VKDSHG WKH FRQWH[W LQ ZKLFK ZRUNIRUFH UHODWH:
IXWXUH UHDG\ RUJDQL]DWLRQ E\ VWUHQJWKHQLQJ WDOHQW GHYHORSPHQW LPSURYLQJ SHRSOH
LQIOXHQFH KRZ LPSDFWV OLQNHG WR HTXDO RSSRUWXQLW\ OHDGHUVKLS FDSDELOLW\ DQG RUJD

7KH FRQWLQXHG UHILQHPHQW RI (YRWHFTV RUJDQL]DWLRQDO VWUXFWXUH DQG WKH 7DUJHW 2S
GHILQLWLRQV DQG ZRUNIRUFH DOORFDWLRQ :KLOH WKHVH DGMXVWPHQWYVY DLP WR LPSURYH H
PDWHULDO LPSDFWV LGHQWLILHG DURXQG ZRUNIRUFH WUDQVLWLRQV DQG RUJDQL]DWLRQDO FKD

,Q DGGLWLRQ (YRWHF LQWURGXFHG LWV WHDGHUMKLS/KDDPRABZRIHEWDWLRQV IRU OHDGHUVKLS
FRQWULEXWLRQ DFURVV DOO OHYHOV 7KLV GHYHORSPHQW LV UHOHYDQW WR LPSDFWV DVVR
DFFRXQWDELOLW\ DV LW VKDSHV FXOWXUH GHFLVLRQ PDNLQJ DQRFKR®GDE® UHDAMLIRED D\FKIRYN W\
DQG FODULI\LQJ LWV XQGHUO\LQJ VWUXFWXUH ZLOO FRQFHQWUDWH RQ EXLOGLQJ DZDUHGQ
EHFRPHV SURJUHVVLYHO\ HPEHGGHG LQWR OHDGHUVKLS DQG WDOHQW SURFHVVHV

‘H IRFXV RQ WKH ZHOOEHLQJ Rl RXU ZRUNIRUFH DQG UHFRJQL]H WKH VLJQLILFDQW LPSDFWV WKTE
VI\VWHPV DUH FULWLFDO LQ RXU LQGXVWU\ VHEFWRU :KLOH ZH FRQWLQXH WR H[SDQG RXU HIIRU
DQG VDIHW\ SURJUDPV UHPDLQ D NH\ FRPPLWPHQW WR IRVWHULQJ D VDIH B @G W HRQ WKH VZ B URM. @.
UHODWHG WR WKH KHDOWK DQG VDIHW\ R| RXHDHOREIO R \RDHMKDWHS BSRBWLEHG LQ 6HVVLRQ

(YRWHF RSHUDWHY H[FOXVLYHO\ LQ UHJLRQV ZLWKQRWWRWHUODERIUP SRWHRWLEQWYNW@HUH) LGH
FRPSXOVRU\ RU FKLOG ODERU ZLWKLQ WKH FRPSDQ\fV RZQ RSHUDWLRQV

9DULDWLRQV LQ ZRUNLQJ FRQGLWLRQV DFURVV JHRJUDSKLHV UHIOHFW ORFDO UHJXODWRU\ DQC
PRQLWRULQJ

]
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&HUWDLQ VFLHQWLILF WHFKQLFDO DQG RSHUDWLRQDO UROHV LQYROYH KLJKHU H[SRVXUH WR S
HPSOR\HH ZHOOEHLQJ DQG IRUP SDUW RI (YRWHFYV PDWHULDOLW\ DVVHVVPHQW

5HODWHG PLWLIJDWLRQ PHDVXUHY DUH GHWDLOHG LQ WKH $FWLRQV VHFWLRQ :KLOH FKLOG ODE
HQYLURQPHQWYV LQ ZKLFK WKH FRPSDQ\ LV DFWLYH WKH '0$ DFNQRZOHGJHV SRWHQWLDO LQGL
UHJXODWLRQV PD\ EH OHVV UREXVW 7KHVH ULVNV DUH DGGUHVVHG LQ WKH UHOHYDQW YDOXH F

032/,&,(6 5(/$7(" 72 2:1 :25.)25&( O

(YRWHF LPSOHPHQWY VWUXFWXUHG SROLFLHV WR PDQDJH ZRUNIRUFH UHODWHG LPSDFWV ULVN
SUDFWLFHV DQG LQWHUQDWLIRROB RDPRKI ¥ W DQEDHI B PN WK B RRRAVHW VWRQH RI WKHVH HITRUW!
DV HTXDO WUHDWPHQW QRQ GLVFULPLQDWLRQ DQWL KDUDVVPHQW GDWD SULYDF\ DQG HPSOR\
&RQGXFW LQ WKH %XVLQHVV &RQGXFW FKDSWHU Rl WKLV UHSRUW ,W DSSOLHV WR DOO HPSOR\}
DQG WKLUG SDUW\ YHQGRUV ZKR DUH JRYHUQHG E\ D VHSDUDWH FRGH RI FRQGXFW $FFRXQWDE
DQG &RPSOLDQFH WHDPV

(YRWHFTV FRPPLWPHQW WR KXP D QLRI AN g MVGH QO WK IR B RAPP\Q6 MIDDWWRHQW SRLQW
FRPPLWPHQW WR KXPDQ ULJKWV ZKLFK LV EDVHG RQ LQWHUQDWLRQDOO\ UHFRJQL]JHG SULQFLS
5LJKWV RI WKH 8QLWHG 1DWLRQV WKH 'HFODUDWLRQ RQ )XQGDPHQWDO 3ULQFLSOHYVY DQG 5LJKYV
2UJDQLVDWLRQ IRU (FRQRPLF &R RSHUDWLRQ DQG 'HYHORSPHQW 2(&' *XLGHOLQHV IRU 0XOWL
FRPSDQ\fV KXPDQ ULJKWV GXH GLOLJHQFH SURFHVYV ZLWK UHJDUG WR KXPDQ ULJKWV LQFOXGLQ
HPSOR\HHV LQ WKLV UHJDUG 7KH 3ROLF\ 6WDWHPHQW DOVR LQFOXGHV D VHFWLRQ RQ UHVSR
SURFHVVHV LQ DFFRUGDQFH ZLWK WKH *HUPDQ 6XSSO\ &KDLQ 'XH 'LOLJHQFH $FW 6&''$ $ UHV

DQG D +XPDQ 5LJKWV 2IILFHU KDV EHHQ DSSRLQWHG UHVSRQVLEOH IRU DPRQJ RWKHU WKLC
FRPSDQ\TV 6&''$ ULVN PDQDJHPHQW

7KH IXQGDPHQWDO H[SHFWDWLRQV UHJDUGLQJ HWKLFDO EHKDYLRU WRZDUGV HPSOR\HHV DUH VI
ZH LQQRYDWH LQ RUGHU WR FRQWULEXWH WR WKH ZHOOEHLQJ RI KXPDQLW\ DQG ZH FRQGXFW
KXPDQ ULJKWV DQG FRPSOLHV ZLWK VWDWXWRU\ OHJDO UHTXLUHPHQWY :H EHOLHYH LQ IDLU DQ
FROOHFWLYH EDUJDLQLQJ IDLU UHPXQHUDWLRQ UHDVRQDHMRSZERVNLURU KHRX WD EHRQG WOU 8 & OWDNEL
H[SORLWDWLYH SUDFWLFHV LQ RXU RZQ RSHUDWLRQV RU LQ WKRVH RI RXU EXVLQHVV SDUWQH
+XPDQ 5LJKWV DQG LV JXLGHG E\ WKH ,/2 '"HFODUDWLRQ RQ )XQGDPHQWDO 3ULQFLSOHYV DQG 5LJK

:KLOH WKHVH SROLFLHY DUH ZHOO LQWHJUDWHG LQWHUQDOO\ (YRWHF DFNQRZOHGJHV JDSV LQ
(YRWHF LV FRPPLWWHG WR H[SDQGLQJ WKH VFRSH RI LWV SROLFLHVY PDNLQJ WKHP SXEOLFO\ DF
7KHVH HIIRUWY ZLOO HQKDQFH WUDQVSDUHQF\ DQG DOLJQPHQW ZLWK EHVW SUDFWLFHV HQVX
RSSRUWXQLWLHYV DV WKH FRPSDQ\ FRQWLQXHV WR JURZ

(YRWHFfV SROLFLHV DUH DOLJQHG ZLWK ORFDO HPSOR\PHQW ODZV DQG UHJXODWLRQV LQ DOO
HQVXUH FRPSOLDQFH ZLWK OHJLVODWLYH XSGDWHV DQG EHVW SUDFWLFHV 7KH &RGH RI (WKLFV
VLJQ XSRQ MRLQLQJ XQGHUVFRUHV WKH FRPSDQ\fV JHUR WROHUDQFH IRU GLVFULPLQDWLRQ DQ¢

,Q OLQH ZLWK LQWHUQDWLRQDO ODERU VWDQGDUGY (YRWHF H[SOLFLWO\ SURKLELWV GLVFULPL
RU PHQWDO DELOLW\ VRFLDO EDFNJURXQG DJH RU QDWLRQDOLW\ 7KH FRPSDQ\ LV FRPPLWWH(
DJDLQVW KDUDVVPHQW RU EXOO\LQJ

/IRFDO SROLFLHVY DUH WDLORUHG WR DGGUHVV VSHFLILF UHJLRQDO QHHGY DQG FRQWH[WV )RU
VH[XDO KDUDVVPHQW ZDV LQWURGXFHG WR UHLQIRUFH (YRWHFfVY DSSURDFK WR FRPSOLDQFH DQ

(YRWHF DOVR SULRULWL]HV VXSSRUW IRU YXOQHUDEOH HPSOR\HH JURXSV E\ LPSOHPHQWLQJ H

HITRUWY UHIOHFW WKH FRPSDQ\YfV GHGLFDWLRQ WR HOLPLQDWLQJ GLVFULPLQDWLRQ DQG FXOWL
FRUH YDOXHY DQG LQWHUQDWLRQDO FRPPLWPHQWYV

]
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+XPDQ WUDIILENLQJ IRUFHG ODERU DQG FKLOG ODERU DUH H[SOLFLWO\ LQFOXGHG LQ (YRWHEFT\
LQ WKH UHJXODU ULVN DQDO\VHV RQ WKH FRPSDQ\YfV RZQ ZRUNIRUFH DQG VXSSO\ FKDLQ 7KH W

&RQGXFW

O 352&(66(6 )25 :25.)25&( (1*$*(0(17 6+$3,1* '(&,6,216 :,7+ (03/2<(( 3(563(&7,9(6 O

$W (YRWHF HQJDJLQJ ZLWK RXU ZRUNIRUFH LV D FRUQHUVWRQH RI IRVWHULQJ D VXSSRUWL
SHUVSHFWLYHV LQWR GHFLVLRQ PDNLQJ ZH HQVXUH RXU SROLFLHV DQG SUDFWLFHV UHIOHF\

LPSURYHPHQW

‘H JDWKHU LQVLIKWY WKURXJK VWUXFWXUHG \HDUO\ HQJDJHPHQW PHFKDQHWBR QXHKUDMHEREO R\
UHVSRQVH UDWBXDYHD6XUYH\ 7KHVH VXUYH\V JXLGH DFWLRQ SODQV DQG SURYLGH YDOXDE
PHWKRGV LQFOXGLQJ IRFXV JURXSY DQG IHHGEDFN VHVVLRQV HQDEOH XV WR DGGUHVYV VSHFLIL

(QIDIJHPHQW RFFXUV WKURXJK YDULRXV FKDQQHOV DQG DW GLIIHUHQW VWDJHV RI GHFLVLRQ
LQIRUPHG DQG SURYLGH RSSRUWXQLWLHV IRU IHHGEDFN /RFDO HPSOR\HH FRXQFLOV DQG UHSU

&RXQFLOV HQVXULQJ WKDW ZRUNIRUFH FRQFHUQV DUH UDLVHG DQG FROODERUDWLYHO\ DGGUHV

5HVSRQVLELOLW\ IRU ZRUNIRUFH HQJDJHPHQW OLHV ZLWK WKH &32 VXSSRUWHG E\ WKH *ORED
HQJDJHPHQW PHFKDQLVPV DUH LPSOHPHQWHG HIIHFWLYHO\ DQG WKDW HPSOR\HH IHHGEDFN VKD
FROODERUDWH ZLWK HPSOR\HH UHSUHVHQWDWLYHY WR DGGUHVV UHJLRQDO QHHGY DQG DOLJQ Z

(YRWHFTV FRPPLWPHQW WR IDLU WUHDWPHQW QRQ GLVFULPLQDWLRQ DQG VDIH ZRUNLQJ FRQGI
WKH 81 *OREDO &RPSDFW DQG ,/2 FRQYHQWLRQV 7KHVH SULQFLSOHVY DUH HPEHGGHG LQ WKH &R
JOREDOO\ :KLOH (YRWHF KDV QRW DGRSWHG D IRUPDO *OREDO )UDPHZRUN $JUHHPHQW IRU ZRU|
WKHVH VWDQGDUGV

$QRQ\PRXV UHSRUWLQJ FKDQQHOV ORFDO '(, &RXQFLOV ZKHUH DSSOLFDEOH DQG GLUHFW HQJ
WKHLU XQLTXH FKDOOHQJHV 6XSSRUW PHDVXUHV VXFK DV PHQWDO KHDOWK UHVRXUFHY DQG PF
HPSOR\HHYV

O *5,(9$1&( 352&(66 O

7K 2 ZKIT VWIO D OMRRZY (YRWHF HPSOR\HHV WR UHSRUW YLRODWLRQV RI ODZV LQWHUQDO SRC
DQRQ\PRXVO\ $Q\ DFWXDO RU SRWHQWLDO YLRODWLRQ RI ODZV RU UHJXODWLRQV DV ZHOO DV
(WKLFV DQG %XVLQHVV &RQGXFW FDQ EH UHSRUWHG

5HSRUWV VXEPLWWHG YLD (92ZKLVWOH DUH DFFHVVHG E\ WKH *URXS &RPSOLDQFH 2IILFHU D¢
:KLVWOHEORZHUVY UHFHLYH IHHGEDFN ZLWKLQ WKUHH PRQWKY DQG DOO VWHSVY DUH GRFXPHQW
REMHFWLYLW\ DQG DFFRXQWDELOLW\

YXUWKHUPRUH WKH 6&"$ *ULHYDQFH 3URFHVV Rl (YRWHF DQG LWV HQWLWLHYV HQDEOHV DOVR |
YLRODWLRQV LQ RXU RZQ EXVLQHVV DUHD WKDW WKH\ PD\ EH DIIHFWHG E\ RU KDYH EHFRPH DZI
GHVFULEHBRWIHF IV 5X0OHV RI AUREHGXIIH] | BXB\CKY KHGHRQ FRVBHRFWHZWEVLWH

&RPSODLQWY FDQ EH VXEPLWWHG GLUHFWO\ WR (YRWHFYfV FHQWUDO *ULHYDQFH 2IILFH E\ H PDL(
2I1ILFH (VVHQHU %RJHQ +DPEXUJ *HUPDQ\

7KH JULHYDQFH FKDQQHOV DQG 5XOHV RI 3URFHGXUH DUH LVVXHG RQ (YRWHFfV :HEVLWH :H GR
EDVHG RQ D UHSRUW DQG SURWHFW WKHP DV IDU DV SRVVLEOH DQG DV ORQJ DV WKH UHSRUW ZI
JURXS RI SHUVRQV HQWUXVWHG ZLWK WKH SURFHVVLQJ WR WKH DEVROXWH PLQLPXP QHFHVVDU\

,Q QR VHYHUH KXPDQ ULJKWV LVVXHV DQG LQFLGHQWY FRQQHFWHG WR WKH RZQ ZRUNIRUF}
FDVHV
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,Q (YRWHF XQGHUWRRN VHYHUDO DFWLRQV WR VXSSRUW ZRUNSODFH VDIHW\ 7KHVH DFWLR
LGHQWLILHG LQ WKH GRXEOH PDWHULDOLW\ DQDO\VLY DQG WR VWUHQJIJWKHQ D IDLU VHFXUH D
UHJDUGLQJ +tHDOWK DQG 6DIHW\ LQ WKH +tHDOWK DQG 6DIHW\ VHFWLRQ

([SHFWDWLRQV VHW RXW LQ WKH &RGH RI (WKLFV DQG %XVLQHVV &RQGXFW ZHUH UHLQIRUFHG
SURIHVVLRQDO FRQGXFW DQG JHUR WROHUDQFH IRU KDUDVVPHQW &RQILGHQWLDO UHSRUWLQJ
ZLWK +5 WHDPV RYHUVHHLQJ VWUXFWXUHG LQWDNH DQG UHVROXWLRQ SURFHGXUHV

6HYHUDO DFWLRQV SURJUHVVHG XQGHU WKH 3HRSOH 6WUDWHJ\ WR VWUHQIWKRNADGCHYMOBE M|
/HDGHUVKLS )UDPHZRUN DV D FRPPRQ EOXHSULQW IRU OHDGHUVKLS FRPSHWHQFLHY DQG EHKD
GHVLIJQHG WR PLWLJDWH ULVNVY UHODWHG WR XQHTXDO WUHDWPHQW OHDGHUVKLS LQFRQVLVW
:KLOH IRFXVHG RQ GHILQLQJ DQG FODULI\LQJ WKH J)UDPHZRUN ZLOO IRFXV RQ EXLOGLQJ L
HPEHGGHG LQWR OHDGHUVKLS DQG WDOHQW SURFHVVHV

$v SDUW RI WKH RQJRLQJ UHILQHPHQW RI WKH 7DUJHW 2SHUDWLQJ ORGHO (YRWHF LPSOHPHQW
EURDGHU RUJDQL]DWLRQ 7KHVH DFWLRQV DLPHG WR SURYLGH FOHDUHU UHVSRQVLELOLWLHV LF
WR RUJDQL]DWLRQDO FKDQJH VXFK DV ZRUNIRUFH XQFHUWDLQW\ DQG UROH WUDQVLWLRQV

(YRWHF DOVR DGYDQFHG GLJLWDO HQDEOHPHQW DFWLRQV WR HQKDQFH WXH HRPISPH \G B BTX IHWH
:RUNGD\ +HOS DQG :RUNGD\ -RXUQH\V PRGXOHV WR VXSSRUW LQFUHDVHG DXWRPDWLRQ FRQV
LQIRUPDWLRQ 7KHVH DFWLRQV DUH LQWHQGHG WR UHGXFH RSHUDWLRQDO LQHIILFLHQFLHV L
LQFRQVLVWHQW +5 SURFHVVHVY 5HODWHG LPSOHPHQWDWLRQ DFWLYLWLHY DQG :RUNHUV &RXQFL

,Q SDUDOOHO (YRWHF FRQWLQXHG GHYHORSLQJ WKH 3HRSOH 'DVKERDUG WR LPSURYH WUDQV
FRPSOLDQFH ZLWK DSSOLFDEOH GDWD SURWHFWLRQ UHTXLUHPHQWY 7KHVH DFWLRQV VXSSRUW
WR HPSOR\HH SULYDF\

$FWLRQV UHODWLQJ WR KHDOWK DQG VDIHW\ LQFOXGLQJ PHDVXUHV WR UHGXFH H[SRVXUH W
ZHOOEHLQJ DUH UHSRUWHG VHSDUDWHO\ LQ WKH +HDOWK 6DIHW\ VHFWLRQ RI WKLV UHSRUW

7TKURXJK WKHVH DFWLRQV (YRWHF FRQWLQXHG WR DGGUHVV WKH PDWHULDO LPSDFWV LGHQWLIL

O 7$5*(76 2:1 :25.)25&( O

,Q (YRWHF FRQWLQXHG VWUHQJIJWKHQLQJ LWV FROODERUDWLRQ ZLWK ZRUNIRUFH UHSUHVHCQC
GHYHORSPHQWY LQFOXGLQJ WKH LPSOHPHQWDWLRQ RI WKH 3HRSOH 6WUDWHJ\ WKH UHILQHP
/[HDGHUVKLS )UDPHZRUN 7KHVH LQLWLDWLYHV VXSSRUW GLDORJXH DQG DOLJQPHQW ZLWK ZRUNI

'‘XULQJ WKH UHSRUWLQJ \HDU ZRUNIRUFH UHSUHVHQWDWLYHV ZHUH HQJDJHG WKURXJK LQIRUPTE
FKDQJHV GLJLWDO +5 LQLWLDWLYHV DQG SHRSOH UHODWHG IUDPHZRUNV +RZHYHU WKH\ ZHU|
RXWFRPH RULHQWHG WDUJHWV (YRWHF DFNQRZOHGJHV WKH LPSRUWDQFH RI HVWDEOLVKLQJ F
UHSUHVHQWDWLRQ DQG VWUXFWXUHG SDUWLFLSDWLRQ LQ GHFLVLRQ PDNLQJ SURFHVVHV :RU
LPSOHPHQWDWLRQ RI WKH 3HRSOH 6WUDWHJ\ DQG WKH IXUWKHU GHYHORSPHQW RI JOREDO +5 JR

(YRWHF KDV GHILQHG IRUPDO PHDVXUDEOH WDUJHWYV VSHFLILFDOO\ WR PDQDJH PDWHULDO LPS
DQG 6DIHW\ SOHDVH VHH WKH +HDOWK DQG 6DIHW\ VHFWLRQ IRU PRUH LQIRUPDWLRQ
O (03/2<(( 0(75,&6 O

7KH IROORZLQJ WDEOHV SUHVHQW PHWULFV RQ RXU HPSOR\HHV LQFOXGLQJ WKH QXPEHU RI HPSC
UHJLRQ 7KH VSOLW LQ SHUPDQHQW WHPSRUDU\ DQG QRQ JXDUDQWHHG KRXUV HPSOR\HHV ZDV (

]
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O 0(7+2'2/2*,(6 $1' $668037,216 O
&KDUDFWHULVWLFV RI WKH XQGHUWDNLQJXV HPSOR\HHYV

:RUNIRUFH GDWD UHSRUWLQJ DQG FRQWH[WXDO LQIRUPDWLRQ

(YRWHF LV FRPPLWWHG WR SURYLGLQJ DFFXUDWH DQG WUDQVSDUHQW ZRUNIRUFH GDWD HQ\
IOXFWXDWLRQV DQG WUHQGYV 7R HQKDQFH GHFLVLRQ PDNLQJ DQG DOLJQ ZRUNIRUFH VWUDW|
UHSUHVHQWDWLYHV IRVWHULQJ VWUXFWXUHG GLDORJXH WR DGGUHVV HPSOR\HH FRQFHUQV HIIF

:RUNIRUFH GDWD FRPSLODWLRQ DQG PHWKRGRORJ\

(PSOR\HH GDWD LV FRPSLOHG WKURXJK (YRWHFYV FHQWUDOL]HG +5 ,QIRUPDWLRQ 6\VWHP +5,6
DFFXUDF\ DQG FRQVLVWHQF\ 7KH GDWD HQFRPSDVVHV ERWK SHUPDQHQW DQG WHPSRUDU\ HPSO
TXDUWHUO\ YHULILFDWLRQV WR PDLQWDLQ UHOLDELOLW\ :RUNIRUFH QXPEHUV DUH UHSRUWHG L
$00 ILJXUHVY DUH EDVHG RQ GDWD DV RIHWFKPBEHIG RI WKH UHSRUWLQJ SHULRG

7R SURYLGH GHHSHU LQVLJKWY (YRWHF LQFOXGHV FRQWH[WXDO LQIRUPDWLRQ VXFK DV EUH
H[SODQDWLRQV RI QRWDEOH ZRUNIRUFH FKDQJHV GXULQJ WKH ZB D U5 ULKHH G HER U IOIY 13 WIQR H P WO B HH
*URZWK LQYROYLQJ WDUJHWHG DGMXVWPHQWY WR WKH FRPSDQ\fV VL]H DQG IRRWSULQW WR D
ZHOO DV E\ WKH GLYHVWLWXUH RI -XVW + (YRWHF %LRORJLFV (8 FRPSOHWHG LQ 'HFHPEHU

(PSOR\HH GDWD DOLJQV ZLWK ZRUNIRUFH UHODWHG FRVWV DQG KHDGFRXQW ILIJXUHV UHSRUWH
SURYLGHG WR FODULI\ DQ\ YDULDQFHV 7KLV LQWHJUDWHG DSSURDFK HQVXUHV FRQVLVWHQF\ DC

(QKDQFLQJ WUDQVSDUHQF\
%\ LQWHJUDWLQJ FRPSUHKHQVLYH ZRUNIRUFH GDWD UHSRUWLQJ ZLWK FRQWH[WXDO H[SODQDWL
DQG TXDOLWDWLYH DVSHFWV RI LWV ZRUNIRUFH 7KLV DSSURDFK KLJKOLJKWV WKH FRPSDQ\T
PDQDJHPHQW HQVXULQJ DOLJQPHQW ZLWK VWUDWHJLF JRDOV DQG RSHUDWLRQDO QHHGV

&KDUDFWHULVWLFV RI QRQ HPSOR\HHYV

7KH WRWDO QXPEHU RI QRQ HPSOR\HHV IRU LV 7KH PHWKRGRORJLHY DQG DVVXPSWLRQV
FRQVLVWHQW UHSRUWLQJ DFURVV (YRWHFfVY JOREDO RSHUDWLRQV 1RQ HPSOR\HH QXPEHUV D!
LQGLYLGXDOV ZRUNLQJ RQ VLWH RU XQGHU (YRWHFfV GLUHFWLRQ IRU DW OHDVW GD\V 7KHVI
WRWDO QXPEHU RI QRQ HPSOR\HH ZRUNHUV HQJDJHG GXULQJ WKH UHSRUWLQJ SHULRG

1RQ HPSOR\HH QXPEHUY DUH UHSRUWHG DV RI WKH HQG RI WKH UHSRUWLQJ SHULRG 'HFHPEHU
RI ZRUNIRUFH FRPSRVLWLRQ &RQWH[WXDO LQIRUPDWLRQ VXFK DV WKH UDWLRQDOH IRU HQJDJF
RU WHPSRUDU\ ZRUNORDG GHPDQGV2LY LQFOXGHG WR HQKDQFH WUDQVSDUHQF\ DQG XQGHUVWDC

7KH EDVLV RI SUHSDUDWLRQ IRU HVWLPDWLQJ QRQ HPSOR\HH QXPEHUV LQYROYHV FRQVROLGDW
HQVXULQJ DOLJQPHQW DFURVYVY UHJLRQV DQG IXQFWLRQDO DUHDYV

1RQ HPSOR\HH GDWD

1RQ HPSOR\HH GDWD LQFOXGLQJ FRQWUDFWRUV FRQVXOWDQWYV DQG H[WHUQDO VWDII LV WUD
DFURVYV UHJLRQV DQG IXQFWLRQDO DUHDV 7KH PHWKRGRORJ\ LQFOXGHYV LQGLYLGXDOV ZRUN
FRQVROLGDWLQJ WKLV LQIRUPDWLRQ WR HQVXUH DFFXUDF\ 1RQ HPSOR\HH QXPEHUV DUH UHSRU
SHULRG

7R SURYLGH DGGLWLRQDO FRQWH[W QRQ HPSOR\HH GDWD LV FDWHJRUL]J]HG E\ UROH W\SH UHJLI
7KHVH LQFOXGH DGGUHVVLQJ SURMHFW VSHFLILF QHHGY H[SHUWLVH JDSV RU WHPSRUDU\ ZRUN
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:H DUH FRPPLWWHG WR HQVXULQJ WKH VDIHW\ KHDOWK DQG ZHOOEHLQJ RI RXU HPSOR\HHV DQ
KHDOWK DQG VDIHW\ DW (YRWHF LV RXWOLQHG LQ RXU *OREDO +HDOWK 6DIHW\ 3ROLF\ ZKLFK
DQG YLVLWRUV DFURVV RXU VLWHV 7KH SROLF\ HQVXUHVY DGKHUHQFH WR QDWLRQDO DQG LQ\
LOQGXVWU\ VWDQGDUGY ZKLOH DOVR LQWHJUDWLQJ WKH LQWHUHVWY RI NH\ VWDNHKROGHUV
FRPPLWWHHV

5HVSRQVLELOLW\ IRU LPSOHPHQWLQJ WKLV SROLF\ OLHV DW WKH PRVW VHQLRU OHYHO ZLWK|
ODQDJHPHQW %RDUG DQG GHOHJDWHG WKURXJK WKH (+6 6WHHULQJ &RPPLWWHH (YRWHF HQVXUI
WKURXJK (CRWKFPFHOW PDQDJHPHRWH¥ TWWHDOWK DQG VDIHWN PDQDJHPHQW LV JXLGHG EWR JORE
DOLJQ ZLWK WKH QHZ (YRWHF EXVLQHVV VWUDWHJ\

O +($/7+ $1' 6%$)(7< $&7,216 O

(YRWHF LV FRPPLWWHG WR SURYLGLQJ D VDIH DQG KHDOWK\ ZRUNLQJ HQYLURQPHQW IRU DOO HI
DVVRFLDWHG PDQDJHPHQW V\VWHPV DUH LPSOHPHQWHG DFURVV RI RXU RSHUDWLRQV HQVXU

$ QHZ *OREDO +HDOWK 6DIHW\ 3ROLF\ DSSURYHG E\ WKH ODQDJHPHQW %RDUG HVWDEOLVKHG I

-RXUQH\ WR ,62
‘H DUH DOLJQLQJ RXU JOREDO V\VWHPV ZLWK ,62 DQG ,62 VXSSRUWHG E\ GLIJLWDO SO
DFFRXQWDELOLW\

)/&$% OLWLIDWLRQ
JRU RXU KLIKHVW ULVNV WR HPSOR\HH VDIHW\ L H RXU )/&$V )DWDO /LIH &KDQJLQJ $FWLYLWLH

+HDOWK\ :RUNSODFHYV
‘H FRQWLQXH WR GHYHORS LQGXVWULDO K\JLHQH ULVN EDVHG KHDOWK VXUYHLOODQFH DQG ZH

/HDG 6KDUH /HDUQ
‘H HPSRZHU OHDGHUV ZLWK FODULW\ RQ WKHLU UROHY DQG SURYLGH WRROV WKDW VXSSRUW LQI

(+6 VXSSRUWV (YRWHF DV DQ HQDEOHU RI LQIRUPHG ULVN EDVHG GHFLVLRQV :H SURYLGH V\VWI

+tXQGHUVWDQG KD]DUGYV DQG PLWLJDWLRQ RSWLRQV
+tHYDOXDWH ULVN WKUHVKROGYV

+tLGHQWLI\ HDUO\ VLJQV RI GHYLDWLRQV DQG
+tPDNH DFFRXQWDEOH WUDQVSDUHQW GHFLVLRQV

7KLV DSSURDFK UHIOHFWY D PDWXUH (+6 FXOWXUH LQ ZKLFK RSHUDWLRQDO OHDGHUV RZQ ULV
SRVVLEOH
O +($/7+ 6%$)(7< 7%$5*(76 )25 O
,Q ZH FRPSOHWHG WKH IROORZLQJ GHOLYHUDEOHV IURP RXU 330DQ u ~ VWUDWHJI\
+*OREDO FKHPLFDO VDIHW\ VWDQGDUGYV + &RPSOHWHG
£,QGXVWULDO WR[LFRORJ\ DQG RQERDUGLQJ VI\VWHP + &RPSOHWHG

+t&RXQWU\ DQG VLWH VSHFLILF (+6 URDGPDSV = &RPSOHWHG

8SGDWHG 7DUJHWYV DQG 3URJUHVV
,Q OLQH ZLWK WKH QHZ VWUDWHJ\ ZH KDYH HVWDEOLVKHG XSGDWHG WDUJHWYV IRU WR &

]
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+DUPRQL]HG V\VWHPV E\ VLWH 2 @RPSOHWHG

RI RXU VIVWHPV KDYH EHHQ YHULILHG DV LPSOHPHQWHG XQGHU WKH QHZ IUDPHZRUN :H DLP |
(+6 FRQWUROV DVVXUDQFH E\ RSHUDWLRQDO IXQFWLRQV 2 §RPSOHWHG

RI RXU (+6 &RQWURO 6WDQGDUGY KDYH EHHQ DVVHVVHG LQ RXU 2SHUDWLRQV :H DLP IRU L
,QWHUQDO DXGLW RQH FRXQWU\ DOLJQHG WR ,62 2 @RPSOHWHG
2QH VHOHFWHG FRXQWU\ KDV XQGHUJRQH LQWHUQDO DXGLW WR DOLJQ ZLWK ,62 UHTXLUHPH

3XEOLFDWLRQ RI DOO (+6 VI\VWHPV 2 2QJRLQJ
‘H DUH SURJUHVVLQJ ZLWK SXEOLFDWLRQ RI DOO (QYLURQPHQWDO +HDOWK DQG 6DIHW\ (+6 V\

(YRWHF KDV DOVR LQYGIREWHE WO @ WV IVWMWHP 'HSOR\PHQW EHJLQV LQ E\ \HDU HQG ZH H[SHF
LQ D VLQJOH SODWIRUP 7KH V\VWHP ZLOO DOVR VXSSRUW GLJLWDO ULVN DVVHVVPHQWYVY DXG
FRUUHFWLYH DQG SUHYHQWDWLYH DFWLRQV WR KHDOWK VDIHW\

&KHPLFDO VDIHW\ LPSURYHPHQWY FRQWLQXH ¥YDSVR @FOMVRYPVSUBBQOAMVLREG DQONKFSHFWHG WR LG
RYHU WKH FRPLQJ \HDUYV

Q ZH REVHUYHG D UHGXFWLRQ LQ DGYHUVH HYHQWYV DVVRFLDWHG ZLWK DFWLYLWLHV WKD
SBRWHQWLDO HYHQWV +L 3RV GHILQHG DV LQFLGHQWYV RU QHDU PLVVHV WKDW FRXOG KDYH |
H[SHULHQFHG QR 6LJQLILFDQW +DUP HYHQWV GHILQHG DV DQ\ SK\VLFDO RU SV\FKRORJLFDO LP.
ZLWK RQH HYHQW SHU \HDQGLQ$V WKLV LV RQO\ WKH VHFRQG IX0OO \HDU RI FROOHFWLQJ WKLV G
FORVHO\ LQ

,Q (YRWHF UHRURBGRHN@®EBPE®M HUHODWHG LQMXULHV RI ZKLFK ZHUH /RVW 7LPH ,QMXULHV [/7,V
IUHTXHQF\ UDWH /7 SBUZBDIMOOLRQ KRXUV ZRUNHG DQG VHEBDUW. VB HUDWH KREBYVZDRUNHG :H DOV
LQMXULHVY WR SHUVRQV RXWWU®RH RWIKEGERMNAEBRMEHY DQIE OLVWHG LQ WDEOH EHORZ

7$%/(_$'9(56( (9(176 0(75,&6

$'9(56( (9(176 0(75,L<6 ‘ ‘
"RUNSODFH UHFRUGDEOH HYHQW

:RUNSODFH ORVW WLPH LOMXULHYV

'D\V ORVW IURP ZRUN UHODWHG
LQMXULHYV

&DVHV RI ZRUNSOD|IFH LOO KHDOWK

17,)5

/7,65

J)DWDOLWLHYV

O +($/7+ $1' 6$)(7< 7$5*(76 o)
:H KDYH VHW PXOWL \HDU REMHFWLYHV WR VWUHQJWKHQ KHDOWK VDIHW\ SHUIRUPDQFH
5LVN 5HVLO)YRFXPHRQ )/&$V WKURXJK SURDFWLYH PRQLWRULQJ RI FRQWURO HIIHFWLYHQHVYV DQG
/HDUQLQJ ,PSURYBVH@MDGLQJ DQG ODJJLQJ LQGLFDWRUV WR OHDUQ DQG LPSURYH SUDFWLFH\

+DUPRQL]HG 3URF&RNYWYQXH WR KDUPRQL]JH V\VWHPV DQG RSHUDWLRQDO FRQWUROV VXSSRU\
HIILFLHQF\ DQG FRQVLVWHQF\

(PSOR\HH +HDIDYHORS DQG WUDFN ZRUNSODFH H[SRVXUHV LQGXVWULDO K\ JLHQH KHDOWK RXWF

]
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S5HSXWDWILRIDWDLQ VWDNHKROGHU WUXVW DQG FRPSOLDQFH ZLWK RXU UHJXODWRU\ UHTXLUHPH

914-'45 +0 6*' 8#.7"' %*#+0

O ,03$&76 5,6.6 $1' 23325781,7,(6 5(/$7(' 72 :25.(56 ,1 7+( 9%/8( &+$,1 O

‘H SODFH D KLJK YDOXH RQ FRPSOLDQFH ZLWK ODERU DQG KXPDQ ULJKWV ZLWKLQ RXU VXSSO\
PLWLJDWH ULVNV ZKLOH LPSURYLQJ ZRUNLQJ FRQGLWLRQV IRU DOO SDUWLHV LQYROYHG $W WK
PHDQLQJ WKDW QRW DOO ZRUNHUV LQ WKH YDOXH FKDLQ ERWK XSVWUHDP DQG GRZQVWUHDP |
FKDLQ VSHFLILFDOO\ ILUVW WLHU VXSSOLHUV

7R DVVHVV DQG FDWHJRUL]H VXSSOLHUV UHJDUGLQJ ODERU DQG KXPDQ ULJKWV ULVNV DFURVV C
SODWIRUP HQDEOHYV XV WR LGHQWLI\ VXSSOLHUV ZKR PD\ IDFH PDWHULDO LPSDFWV LQ WKH FRQ\
,Q DGGLWLRQ WR LQGXVWU\ EDVHG FDWHJRUL]DWLRQ ZH DOVR DVVHVV JHRJUDSKLF ULVNV ZKLI
VXSSOLHUV RSHUDWH

H DUH DOVR ZRUNLQJ WR HQKDQFH RXU XQGHUVWDQGLQJ RI KRZ ZRUNHUV ZLWK VSHFLILF FKDU
KLJK ULVN VHFWRUV RU WKRVH H[SRVHG WR KD]DUGRXV FRQGLWLRQV PD\ EH DW JUHDWHU Ul
(FR9DGLVY DQDO\VLY DQG RXU RQJRLQJ HQJDJHPHQW ZLWK VXSSOLHUV WR DVVHVVY DQG DGGUHVV

,Q WHUPV RI PDWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV ZH KDYH LGHQWLILHG WKD\
GLVSURSRUWLRQDWHO\ )RU H[DPSOH ZRUNHUV LQ LQGXVWULHV ZLWK KLJK KHDOWK DQG VDIHV
6LPLODU ZRUNHUV LQ FRXQWULHV ZLWK ZHDNHU ODERU SURWHFWLRQ IUDPHZRUNV PD\ EH PRU
SURYLGHV RSSRUWXQLWLHV IRU LPSURYLQJ ZRUNLQJ FRQGLWLRQV VWUHQJWKHQLQJ UHODWLRC
YDOXH FKDLQ

032/,&,(6 5(/$7(' 72 9%$/8( &+$,1 :25.(56 O

2XBROIE\ 6WDWHPHQW IRRXMK®D@RHYLRKWWRPPLWPHQW WR KXPDQ ULJKWV UHJDUGLQJ RXU RZQ Z
RXU KXPDQ ULJKWV ULVN PDQDJHPHQW V\VWHP UHVSRQVLELOLWLHV WKH SULRULWL]HG ULVN!

BWDWHPHQW RQ +XPDQ 5LJKWV LV LQ OLQH ZLWK WKH *HUPDQ 6XSSO\ &KDLQ 'XH 'LOLJHQFH $FW
VXFK DV WKH 81 *XLGLQJ 3ULQFLSOHV RQ +XPDQ 5LJKWV WKH ,/2 '"HFODUDWLRQ RQ )XQGDPHQWTE
IRU OXOWLQDWLRQDO (QWHUSULVHV 7R IXOILOO RXU FRPPLWPHQW RQ KXPDQ ULJKWV DQG WR |
PHFKDQLVPV LQFOXISMIHBEX&ERGH RQG&RMGEXNEWYDQFH PHFKDQLVP WKDW HQDEOHV VWDNHKROGHL
HQYLURQPHQWDO YLRODWLRQV 7KH 3ROLF\ 6WDWHPHQW RQ +XPDQ 5LJKWV DSSOLHV WR (YRWHF
LQ FORVH DOLJQPHQW ZLWK WKH UHOHYDQW IXQFWLRQDO GHSDUWPHQWY VXFK DV 3URFXUHPHQ
7KH 3ROLF\ 6BWDWHPHQW RQ +XPDQ 5LJKWV LV DSSURYHG E\ WKH &(2 Rl (YRWHF 6( 7KH RYHUDO
SURFHVV DW (YRWHF OLHV ZLWK WKH 0DQ ] UBAIP G RW (Y @ W B Y D5Q 0SB BV QWHUQDOO\ RQ
SXEOLFO\ RQ (YRWHFYV FRUSRUDWH ZHEVLWH

2XU H[SHFWDWLRQV WRZDUGV RXU VXSSOLHUV LQFOXGLQJ WKHLU HEXDY0 RHII ERREMEQRERIQWE K H
(YRWHF KDV PDLQWDLQHG D 6XSSOLHU &RGH WIKEREEREF WDVLQAMLHZHGQDQG ZKHUH UHTXLUHG
UHTXLUHPHQWYV RI WKH *HUPDQ 6XSSO\ &KDLQ 'XH 'LOLJHQFH $FW /N6* 2XKH6QR& H VW XSGIDRON B
RQ RXU FRUSRUDWH ZHEVLWH DQG VHUYHV DV D NH\ LQVWUXPHQW WR LPSOHPHQW RXU KXPDQ Ul
GLUHFW VXSSOLHUV ZRUOGZLGH DQG LV LPSOHPHQWHG YLD (YRWHFfV *HQHUDO 7HUPV DQG &RQ
VHWVY UHTXLUHPHQWYVY IRU VDIH ZRUNLQJ FRQGLWLRQV IDLU DQG UHVSHFWIXO WUHDWPHQW RI HF
VXFK DV KXPDQ WUDIILFNLQJ IRUFHG ODERU DQG FKLOG ODERU $FFRXQWDELOLW\ IRU WKH LPSC
7KH 6&R& LV DOLJQHG ZLWK LQWHUQDWLRQDOO\ UHFRJQL]JHG VWDQGDUGY LQFOXGLQJ WKH 81 °
GHYHORSPHQW RI WKH 6&R& ZDV EDVHG RQ LQWHUQDO H[SHUWLVH DQG EHQFKPDUNLQJ DJDLQVW

]
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,Q ZH ILQDOL]J]HG WKH VXVWDLQDEOH SURFXUHPHQW FKDSWHU RI (YRWHFfV 3URFXUHPHQW 3
ULVNV DQG RSSRUWXQLWLHY UHODWHG WR ZRUNHUV LQ RXU YDOXH FKDLQ 7KH FKDSWHU VHW:'
HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFH (6* SULRULWLHVY LQWR SURFXUHPHQW GHFLVLRQ F

7KH HQYLURQPHQWDO REMHFWLYHV IRFXV RQ UHGXFLQJ QHJDWLYH HFRORJLFDO LPSDFWV SUI
PDWHULDOV ZKHUH SRVVLEOH 7KH VRFLDO REMHFWLYHVY DLP WR SUHYHQW DGYHUVH KXPDQ ULJ
EHLQJ RI YDOXH FKDLQ ZRUNHUV 7KH JRYHUQDQFH REMHFWLYHY UHLQIRUFH WKH LPSRUWDQFH
DFURVY DOO VXSSO\ FKDLQ DFWLYLWLHV

7KH VFRSH RI WKH VXVWDLQDELOLW\ FKDSWHU FRYHUV DOO SURFXUHPHQW DFWLYLWLHV RI (YRW
DOLJQHG ZLWK DSSOLFDEOH VXSSO\ FKDLQ GXH GLOLJHQFH UHIJXODWLRQV LQFOXGLQJ WKH *HUF

,Q DGGLWLRQ WKH SROLF\ SURYLGHV D IUDPHZRUN WKDW HQDEOHV (YRWHF WR LGHQWLI\ DQG ¢
HYROYH DQG VXVWDLQDELOLW\ SULRULWLHY GHYHORS 2XU 3URFXUHPHQW 3ROLF\ LQFOXGLQJ V
ZLWKLQ (YRWHFTV VXSSO\ FKDLQ DQG LV GHVLIJQHG WR DGGUHVY UHOHYDQW ZRUNHU JURXSV ED
KXPDQ ULJKWV ULVNV LQFOXGLQJ WUDIILFNLQJ LQ KXPDQ EHLQJV IRUFHG RU FRPSXOVRU\ ODER

7KH REMHFWLYHY VHW RXW LQ WKH SROLF\ DUH VXSSRUWHG E\ HVYWDEOLVKHG SURFHVVHV IRU L
FKDLQ 7KHVH SURFHVVHV DUH DOLJQHG ZLWK WKH SROLF\ DQG DUH LPSOHPHQWHG WKURXJK V]
OLQH ZLWK (YRWHFYV GXH GLOLJHQFH DSSURDEFK

TKIBHYHORPRHQWP SOHPHQWDWLRQ RI WKH 6XVWDLQDEOH 3URFXUHPHQW 3ROLF\ DUH RYHUVHHQ
OHYHO UHVSRQVLELOLW\ IRU LWV H[HFXWLRQ 7KH SROLF\ KDV EHHQ UHYLHZHG DQG HQGRUVHG
&RPSOLDQFH WR HQVXUH LW LV FRPSUHKHQVLYH SUDFWLFDO DQG DOLJQHG ZLWK DSSOLFDEOH
$W WKH WLPH RI WKLV UHSRUW WKH XSGDWHG SROLF\ KDV EHHQ DSSURYHG DQG LV LQ WKH S
WDUJHWHG WUDLQLQJ VHVVLRQV IRU SURFXUHPHQW WHDPV DUH SODQQHG DQG ZLOO EH FRPSOH)

KHQ D YLRODWLRQ LV LGHQWLILHG IRU H[DPSOH WKURXJK RQH RI RXU UHSRUWLQJ FKDQQHOV ¢
VXSSOLHU EXW WR FROODERUDWH ZLWK WKHP LQ UHVROYLQJ WKH LVVXH :H ZRUN WRJHWKHU WF
YLRODWLRQ DQG GHYHORS SUHYHQWLYH PHDVXUHV WR HOLPLQDWH WKH ULVN RI UHFXUUHQFH
ORQJ WHUP FRPPLWPHQW WR XSKROGLQJ KXPDQ ULJKWV VWDQGDUGV WKURXJKRXW RXU YDOXH F

O 352&(66(6 )25 (1*$*,1* :,7+ 9$/8( &+$,1 :25.(56 $%287 ,03$&76 O

$W SUHVHQW (YRWHF GRHV QRW KDYH D GHGLFDWHG SURFHVV IRU GLUHFW HQJDJHPHQW ZLWK
LOQGLUHFWO\ WKURXJK VXSSOLHU UHSUHVHQWDWLYHV VXFK DV (6* RIILFHUV RU RWKHU GHVLJQD
SURFHVV IRU GLUHFW HQJDJHPHQW ZLWK YDOXH FKDLQ ZRUNHUV WKHPVHOYHV

(YRWHF LV ZRUNLQJ WR VWUHQJWKHQ LWV DSSURDFK LQ WKLV DUHD ZLWK WKH DLP RI JDLQLQJ
SDUW RI WKLV HIIRUW WKH FRPSDQ\ LV DVVHVVLQJ RSWLRQV WR LPSURYH WKH LGHQWLILFDWLR
DFWXDO RU SRWHQWLDO LPSDFWV LQFOXGLQJ FRQVLGHUDWLRQ RI DSSURSULDWH HQJDJHPHQW |

,Q WKH LQWHULP H[LVWLQJ SURFHVVHV SURYLGH LQIRUPDWLRQ UHOHYDQW WR WKH VLWXDWLRC
LQFOXGLQJ (FR9DGLV DQG RQJRLQJ H[FKDQJHV ZLWK VXSSOLHU UHSUHVHQWDWLYHV (YRWHF R
SRWHQWLDO LPSDFWYV DIIHFWLQJ ZRUNHUV DFURVV WKH XSVWUHDP YDOXH FKDLQ

(o)
352&(66(6 72 5(0(',$7( 1(*$7,9( ,03$&76 $1' &+$11(/6
)25 9$/8( &+$,1 :25.(56 72 5$,6( &21&(516
()

‘H IROORZ WKH SULQFLSOH RI FRQWLQXHG HQJDJHPHQW ZRUNLQJ FROODERUDWLYHO\ ZLWK VXS

RI LVVXHV :KHQ D PDWHULDO QHJDWLYH LPSDFW LV LGHQWLILHG ZH GR QRW LPPHGLDWHO\ WHU
VLWXDWLRQ FRQVWUXFWLYHO\ DLPLQJ WR DGGUHVV WKH LVVXH DQG VXSSRUW WKH VXSSOLHU L

]
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2XU DSSURDFK LQYROYHV GHYHORSLQJ FRUUHFWLYH DFWLRQ SODQV LQ FROODERUDWLRQ ZLW
'HSHQGLQJ RQ WKH VHYHULW\ RI WKH YLRODWLRQ RU LPSURYHPHQW UHTXLUHG WKH FRUUHFWIL
UHSRUWLQJ UHTXLUHPHQWY ZRUNHU WUDLQLQJ SURJUDPV RU XSGDWHV WR ZRUNSODFH SROLFLE

7R SUHYHQW VLPLODU LVVXHV IURP UHFXUULQJ ZH ZRUN ZLWK WKH VXSSOLHU WR LPSOHPHQ
PRQLWRULQJ SURFHVVHVY RU DOLJQLQJ WKHLU SUDFWLFHV ZLWK UHFRJQL]JHG VWDQGDUGV %RW|
DQG WUDFNHG 7KLV HQVXUHV WKDW DFWLRQV DUH DOLJQHG ZLWK WKH DJUHHG SODQ DQG DOOR

‘H RITHU D JULHYDQFH PHFKDQLVP IRU FRPSODLQWY UHJDUGLQJ ULVNV RU YLRODWLRQV RI KXPDC(
FRQGXFW RI (YRWHF 6( RQH RI LWV JURXS FRPSDQLHV RU LQ WKH VXSSO\ FKDLQ 2XU JULHYDQF
RXWVLGH WKH FRPSDQ\ WR UHSRUW VXFK ULVNV DQG YLRODMRVRHFAIRISRBANIRWERRVHGKHHSURFH )

7KHUH DUH GLIITHUHQW UHSRUWLQJ FKDQQHOV DYDLODEOH IRU YDOXH FKDLQ ZRUNHUV WR UDLV
*ULHYDQFH 2IILFH E\ H PDLO WR +XPDQULJKWV#HYRWHF FRP RU E\ PDLO WR (YRWHF 6( &RPSOL
$OWHUQDWLYHO\ FRQFHUQV FDQ EH VXEPLWWHG WR (YRWHFTV GLJLWDO ZKLVWOHEORZLQJ V\V\
DJDLQVW UHSRUWHUV EDVHG RQ D UHSRUW DQG SURWHFW WKHP DV IDU DV SRVVLEOH 7KLV LQ
ZLWK WKH SURFHVVLQJ WR WKH DEVROXWH PLQLPXP QHFHVVDU\ ,QFRPLQJ KXPDQ ULJKWV UHO
UHFHLYHG E\ RWKHU XQLWV VXFK DV &RPSOLDQFH RU +5 WKH FDVHV DUH GRFXPHQWHG ZLWKLQ
‘LOLJHQFH $FW /NG6* IRUZDUGHG WR WKH *ULHYDQFH 2IILFH 7KH FHQWUDO FRQVROLGDWLRQ D
SDUW RI WKH FRQVROLGDWLRQ RI WKH /N6* GRFXPHQWDWLRQ 7KLV UHYLHZ LV EDVHG RQ DJJUI
FDVHV WKHPDWLF IRFXV DUHDVY UHSHDWHG RFFXUUHQFHV WKH XVH RI GLIITHUHQW UHSRUWLC
RSHUDWLRQV RU IURP WKH VXSSO\ FKDLQ 7KHVH LQGLFDWRUV VHUYH DV PHDVXUHV RI WKH SURF

7KH JULHYDQFH PHFKDQLVP DQG WKH UXOHV RI SURFHGXUH DUH LVVXHG RQ RXU FRPSDQ\ ZHE\
VHFWLRQ RQ RXU JULHYDQFH SURFHVYV DOVR QDPLQJ (YRWHFTV JULHYDQFH FKDQQHOV 6XSSOLF
RSWLRQV RI WKH FRPSODLQWY SURFHGXUH DQG WR VHW XS FRPSODLQWV RSWLRQV DQG PHFKD
HQVXUH WKDW WKHLU HPSOR\HHV FDQ VXEPLW FRPSODLQWYV ZLWKRXW IHDU RI GLVFULPLQDWLRQ

O $&7,216 5(/$7(' 72 9%$/8( &+%$,1 :25.(56 O
6XSSOLHU &RGH RI &RQGXFW

(YRWHF LV FRPPLWWHG WR FRQGXFWLQJ LWV EXVLQHVYVY LQ D UHVSRQVLEOH PDQQHU WKDW UHVS
KXPDQ ULJKWYVY DEXVH DQG HQYLURQPHQWDO ULVNYVG6EXE RXIUH R S&HRIDW RR @ B @EDGHNX BEK®&/ HK B L.SH FAKI
RXU VXSSOLHUV UHJDUGOHVV RI VLIH RU ORFDWLRQ VHH DOVR FKDSWHU RQ 3ROLFLHV UHODWH
VWDQGDUGV ZLWK UHJDUG WR KXPDQ ULJKWV DQG HQYLURQPHQWDO SURWHFWLRQ LQ SDUWLF
FRPPLW RXU VXSSOLHUV WR RXU 6&R& ZH H[SHFW RXU VXSSOLHUV WR FRPPLW WR FRPSO\LQJ
DGHTXDWH DQG HIIHFWLYHH FRIRWHDO RWHDYODQ®HVHUYH WKH ULIJKW WR YHULIHWKH @ X%ISI®LURUPVRRE
DVVHVVPHQWY DXGLWV RU ZULWWHQ UHTXHVWY IRU LQIRUPDWLRQ ,I YLRODWLRQV RI SULQFLSOC
WR LQLWLDWH DSSURSULDWH UHPHGLDO PHDVXUHV DQG WR SURYLGH XV ZLWK HYLGHQFH RI WKH

7R HQVXUH WKDW VXSSOLHUV XQGHUVWDQG DQG FDQ IXOILOO RXU VWDQGDUGY UHJDUGLQJ UEL
SURWHFWLRQ ZH RIITHUV ULVN EDVHG WUDLQLQJ IRU VXSSOLHUV

:KHQ (YRWHF EHFRPHY DZDUH RI DFWXDO RU SRWHQWLDO KXPDQ ULJKWV YLRODWLRQV RU EUHDF
LGHQWLILHG WKURXJK ULVN DVVHVVPHQWY VXSSOLHU HYDOXDWLRQV JULHYDQFH PHFKDQLVPV
$SSURSULDWH PHDVXUHVY DUH WKHQ GHWHUPLQHG DQG LPSOHPHQWHG WDNLQJ LQWR DFFRXQV
VHYHULW\ RI WKH LGHQWLILHG ULVN RU LPSDFW 6XFK PHDVXUHV PD\ LQFOXGH HQJDJHPHQW Z
PRQLWRULQJ RI LPSOHPHQWDWLRQ DQG ZKHUH QHFHVVDU\ HVFDODWLRQ WR SUHYHQW RU PLWL

7R PDQDJH RXU PDWHULDO VXVWDLQDELOLW\ UHODWHG LPSDFWV ULVNV DQG RSSRUWXQLWLH
PDQDJHPHQW DSSURDFK 7KURXJK WKH (FR9DGLV ,4 WRRO ZH DVVHVV VXSSOLHU ULVN SURILO}
FRXQWU\ VSHFLILF ULVN IDFWRUV 3URFXUHPHQW VSHQG GDWD IURP WKH SUHYLRXYV PRQWKYV L'
HQDEOLQJ SULRULWL]DWLRQ RI VXSSOLHUY DQG FDWHJRULHVY UHTXLULQJ HQKDQFHG GXH GLOLJH

]
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7KLV ULVN EDVHG DSSURDFK VXSSRUWV WKH LGHQWLILFDWLRQ RI VXSSOLHUV WKDW UHTXLUH
VXVWDLQDELOLW\ WRSLFV LQFOXGLQJ KXPDQ ULJKWV ODERU SUDFWLFHV RFFXSDWLRQDO KHDC
([LVWLQJ VXSSOLHUVY DUH UHDVVHVVHG RQ D UHJXODU EDVLY DQG WKHLU SHUIRUPDQFH LV PRQI
RSSRUWXQLWLHYV IRU LPSURYHPHQW

,Q (YRWHF HIWHQGHG WKLV ULVN PDQDJHPHQW DSSURDFK WR SURVSHFWLYH VXSSOLHUV 1H
GHSHQGLQJ RQ WKHLU ULVN SURILOH PD\ EH UHTXLUHG WR SURYLGH DQ H[WHUQDO VXVWDLQDEL

$SSURSULDWH SUHYHQWLYH PHDVXUHVY DUH LGHQWLILHG EDVHG RQ D UHYLHZ RI WKH (FR9DGLV
QDWXUH DQG VHYHULW\ RI WKH LGHQWLILHG ULVNV :KHUH UHOHYDQW VXSSOLHUV DUH UHTXHV
WKURXJK WKH (FR9DGLYVY SODWIRUP DQG IROORZ XS HQJDJHPHQW

7R IXUWKHU LPSOHPHQWDWLRQ DQG LPSURYHPHQW ZH DOORFDWH ERWK ILQDQFLDO DQG KXPDQ
PRGXOHV ZKLOH KXPDQ UHVRXUFHV DUH SURYLGHG E\ WKH B3URFXUHPHQW GHSDUWPHQW ZKLFK
WKURXJK (FR9DGLV VFRUHFDUGY DQG HQVXULQJ WKH HIITHFWLYH H[HFXWLRQ RI FRUUHFWLYH DQC

7R HQVXUH WKDW SURFHVVHV IRU SURYLGLQJ RU HQDEOLQJ UHPHGLHV LQ FDVHV RI PDWHULD
HITHFWLYHO\ FDUULHG RXW ZH KDYH L RSDRIPMOQAVHIAQVWYKEFEWQ R@ URUDWILVYHIVWKH (FRIDGLV SODV
YLD RXU LQWHUQDO TXDOLW\ GRFEXPHQWY WRRO RIIHULQJ FOHDU JXLGDXQUW KRHQ KRZHWE H GRQW LH
PHHWLQJV ZLWK (FRO9DGLV &KDPSLRQV 2 SURFXUHPHQW FROOHDJXHV ZKR DFW DV OLDAWHRWQY EH
PHHWLQJYVY VHUYH DV D SODWIRUP WR UHYLHZ SURJUHVV H[FKDQJH EHVW SUDFWLFHV DGGUHVYV
FRUUHFWLY SHGEAWLR@MD OO\ ZH FRQWLQXH WR HQVXUH RQJRLQJ VXSSRUW IRU WKH HIITHFWLYH LP:

7R PLWLIJDWH PDWHULDO ULVNV UHODWHG WR YDOXH FKDLQ ZRUNHUV (YRWHF LPSOHPHQWYV SU
VFUHHQLQJ FRQWUDFWXDO H[SHFWDWLRQV DQG RQJRLQJ PRQLWRULQJ +LJKHU ULVN VXSSOLHU\

7KH HIITHFWLYHQHVV RI WKHVH DFWLRQV LV PRQLWRUHG WKURXJK SHULRGLF UHDVVHVVPHQW RI
IROORZ XS HQJDJHPHQW ZLWK VXSSOLHUV ZKHUH LPSURYHPHQW PHDVXUHV DUH LGHQWLILHG :k
DQG RWKHU EXVLQHVV SUHVVXUHV VXFK DV FRVW RU GHOLYHU\ WLPHOLQHY WKHVH DUH DVVHV)
ZKLOH PDLQWDLQLQJ UHVSRQVLEOH EXVLQHVV FRQGXFW

7TKHUH ZHUH QR VHYHUH KXPDQ ULJKWYV FDVHV LQ WKH YDOXH FIKWHY EURXJKW WR RXU DWWHQWL

O 7$5*(76 :25.(56 ,1 7+( 9%/8( &+%$,1 O

$v RI WKHUHSRUWLQJ SHULRG (YRWHF KDV QRW \HW GHILQHG PHDVXUDEOH RXWFRPH RULHQ\
RSSRUWXQLWLHY FRQFHUQLQJ ZRUNHUV LQ WKH YDOXH FKDLQ

$OWKRXJIJK TXDQWLWDWLYH RXWFRPH RULHQWHG WDUJHWV KDYH QRW \HW EHHQ HVWDEOLVKHG
DFWLRQV RQ DQ RQJRLQJ EDVLV ORQLWRULQJ LV FDUULHG RXW WKURXJK UHJXODU PRQWKO\
IRFXV RQ DVVHVVLQJ SURJUHVV LGHQWLI\LQJ HPHUJLQJ LVVXHV DQG UHYLHZLQJ WKH LPSOHPH
SULPDULO\ DVVHVVHG XVLQJ TXDOLWDWLYH LQGLFDWRUV LQFOXGLQJ WKH FRPSOHWLRQ RI DFWL

/IRRNLQJ DKHDG (YRWHF LQWHQGV WR LQWURGXFH PHDVXUDEOH DQG UHDOLVWLF RXWFRPH RUL
SURFXUHPHQW UHVWUXFWXULQJ DQG IXUWKHU FRQVROLGDWLRQ RI GDWD TXDOLW\ 7KH GHILQLYV
GXULQJ WKH * SHULRG LQFOXGLQJ LQVLIJKWY GHULYHG IURP VWDNHKROGHU HQJDJHPHQW
FROOHFWLRQ DQG GXH GLOLJHQFH SURFHVVHV

,Q DGGLWLRQYRWHF LQWURGXFHG D SURFHVV UHODWHG WDUJHW IRFXVLQJ RQ LQFUHDVLQJ WK}
VXVWDLQDELOLW\ UDWLQJ 5HOHYDQW VXSSOLHUV DUH GHILQHG DV WKRVH DVVHVVHG DV PHGLXF
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$75+0'55 %10&7%6

(YRWHFTV FRUSRUDWH FXOWXUH LV FXOWLYDWHG WKURXJK VWUDWHJILF LQLWLDWLYHY OHDGHU
&ROODERUDWLRQ ,QQRYDWLRQ DQG (QWUHSUHQHXUVKLS (YRWHFTV SXUSRVH DQG LWV HPSOR\I
IRVWHULQJ D VSLULW RI LQQRYDWLRQ DQG WHDPZRUN (YRWHFfV SROLFLHVY DUH DQ LQWHJUDO S

O %86,1(66 &21'8&7 32/,&,(6 O

7KH ODQDJHPHQW %RDUG RI (YRWHF 6( LV DFFRXQWDEOH IRU HQVXULQJ FRPSOLDQFH ZLWK VWD
UHTXLUHY DOO HPSOR\HHV WR IROORZ WKHP

(YRWHFTV FRUSRUDWH FXOWXUH LV FRPPLWWHG WR D KLJK VWDQGDUG RI WUDQVSDUHQF\ LQW
ZLWK DSSOLFDEOH OHJLVODWLRQ DQG LQWHUQDO FRPSDQ\ SROLFLHV (YRWHFYV FRPPLWPHQW
&RPSDQ\fV &RGH RI (WKLFV DQG %XVLQHVV &RQGXFW ZKLFK GHILQHV ELQGLQJ HWKLFDO SULQFI
PHPEHUV RI WKH ([HEXWLYH %RDUG DQG 6XSHUYLVRU\ %RDUG DQG WR DOO HPSOR\HHV

7KH &RGH RI (WKLFV DQG %XVLQHVV &RQGXFW SDUWLFXODUO\ FRYHUV

+9DOXLQJ GLYHUVLW\ DQG RIIHULQJ HTXDO RSSRUWXQLWLHYV

+3URWHFWLQJ WKH KHDOWK VDIHW\ DQG ZHOOEHLQJ RI RXUVHOYHV DQG RXU FROOHDJXHYV
+3URWHFWLRQ RI SHUVRQDO GDWD

+&DUHIX0O KDQGOLQJ Rl FRQILGHQWLDO LQIRUPDWLRQ

+$GRSWLQJ Rl HWKLFDO ZRUNLQJ SUDFWLFHYV

+3URWHFWLRQ RI WKH HQYLURQPHQW

+5HVSHFW IRU KXPDQ ULJKWV

+6DIHJXDUGLQJ WKH LQWHOOHFWXDO SURSHUW\ RI (YRWHF DQG RXU SDUWQHUV
+5HVSRQVLEOH XVH RI DUWLILFLDO LQWHOOLJHQFH $,

+1R WROHUDQFH RI EULEHU\ DQG FRUUXSWLRQ

+)DLU FRPSHWLWLRQ

+&RPSOLDQFH ZLWK WUDGH FRQWUROV

+ODLQWDLQLQJ ILQDQFLDO LQWHJULW\

+%XLOGLQJ LQWHJULW\ LQ RXU UHODWLRQVKLSV ZLWK VXSSOLHUYV

+$YRLGLQJ FRQIOLFWV RI LQWHUHVW

+1R LQVLGHU WUDGLQJ

+5DLVLQJ FRQFHUQV

$FFHVV WR WKH &RGH LV HQVXUHG WKURXJK WKH UHTXLUHG DFNQRZOHGJPHQW E\ DOO VWDII \
FRPSDQ\ LQWUDQHW

'HDOLQJ UHVSRQVLEO\ ZLWK WKH FRPSOLDQFH ULVNV RI RXU EXVLQHVYVY RSHUDWLRQV FDOOV IRU
LPSURYHPHQWY 7KH FRPSOLDQFH SURJUDP DW (YRWHF 6( LV PRQLWRUHG E\ WKH FRPSDQ\TV FRF
UHYLHZVY DQG DVVHVVHV FRPSOLDQFH PDWWHUV ZLWKLQ WKH JURXS VXSSRUWHG E\ WKH *ORE
FRPSOLDQFH WUDLQLQJ WDNHV SODFH DFURVV WKH *URXS DQG LV WDLORUHG WR WKH &RPSDQ\
FRPSOLDQFH WUDLQLQJ LV WR DFKLHYH DZDUHQHVV RI FRPSOLDQFH DVSHFWV LQ EXVLQHVV .
REOLJDWLRQV DQG WR PLQLPL]JH FRPSOLDQFH ULVNV W LV PDQGDWRU\ IRU DOO PHPEHUV RI WK

]



6867$,1%%,/,7< 673$7(0(J17

C

7KH *OREDO &RPSOLDQFH 7HDP KHOSV WR FRQYH\ WKH YDOXHV GHVFULEHG DERYH WKURXJKRXW
FRPSDQ\ LQWUDQHW DQG DLPV WR HQVXUH WKH\ DUH SUDFWLFHG VXVWDLQDEO\

(YRWHF PDQDJHYV LWV PDWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV UHODWHG WR EXVLQHYV
F\FOHV DV QHHGHG 6XFK SROLFLHV LQFOXGH WKH $QWL EULEHU\ DQG &RUUXSWLRQ &RPSOLDC
BURFHGXUH 623 DQG WKH *OREDO :KLVWOHEORZLQJ 3ROLF\ 7KH SXUSRVH RI WKH $QWL EULEHLU
FRUUXSWLRQ IURP RFFXUULQJ E\ LQFOXGLQJ UXOHV RQ LPSURSHU EXVLQHVV DGYDQWDJHV JLI
FKDULWDEOH FROQWULEXWLRQNQ O FAKIWVMMOHBEERRH G NSFHURRSAIQBW LR Q V

7KH $QWL EULEHU\ DQG &RUUXSWLRQ &RPSOLDQFH 3ROLF\ DSSOLHY JOREDOO\ WR DOO HPSOR\HH
HQWLWLHV 2YHUVLJKW OLHV ZLWK WKH *OREDO &RPSOLDQFH 7HDP ZLWK DSSURYDOV E\ WKH
DGKHUHQFH WR ODZV VXFK DV WKH *HUPDQ &ULPLQDO &RGH WKH 8. %ULEHU\ $FW DQG WKH )i
SUDFWLFHV DQG PLQLPL]H FRUUXSWLRQ ULVNV WKH SROLF\ LV FRPPXQLFDWHG WKURXJK D UHT)
RQ WKH FRPSDQ\ LQWUDQHW

7R XSKROG KLJK HWKLFDO VWDQGDUGY (YRWHF KDV HVWDEOLVKHG PHFKDQLVPV WR LGHQWLI\
WKH (92ZKLVWOH UHSRUWLQJ“OREDO V:X§ 8 ROWM H QR MVKKHI RORED® &DVH +DQGOLQJ 623 6WDQGDU
ERWK RI ZKLFK FRPSO\ ZLWK DSSOLFDEOH ZKLVWOHEORZHU SURWHFWLRQ OHJLVODWLRQ 7KHVH
WR UDLVH FRQFHUQV FRQILGHQWO\ DQG GHVFULEH WKH SURFHGXUHV KRZ WR KDQGOH UHSRUW
&RXQVHOV FRPSULVLQJ IXOO\ TXDOLILHG ODZ\HUV SURYLGH JXLGDQFH RQ VXVSHFWHG YLROD
VSHFLILF FDVH PDQDJHUV ZKR DUH WR HQVXUH WKDW FDVH KDQGOLQJ LV FRQGXFWHG ZLWKRXW
+DQGOLQJ 623 WKH FDVH PDQDJHUV ZLOO DVVHVV WKH UHSRUW DQG FKHFEN LWV SODXVLELOLW\
WR DGGUHVV WKH VLWXDWLRQ 7KH FDVH PDQDJHUV PD\ LQYROYH LQYHVWLJDWRUV ZKHUH Q
FRQILGHQWLDOLW\ EHIRUH EHLQJ LQFOXGHG LQ DQ\ FDVH KDQGOLQJ

$OLIJQHG ZLWK LWV &RGH RI (WKLFV DQG %XVLQHVV &RQGXFW WKH *OREDO :KLVWOHEORZLQJ
LOQYHVWLIJDWLQJ UHSRUWHG FRQFHUQV ZLWKLQ OHJDOO\ PDQGDWHG WLPHIUDPHV

(YRWHF FRQGXFWY ULVN DVVHVVPHQWY WR LGHQWLI\ EXVLQHVYV DUHDV ZLWK KLJKHU H[SRVXUH
GHSDUWPHQWY LQYROYHG LQ LQWHUDFWLRQV ZLWK H[WHUQDO EXVLQHVV SDUWQHUV PD\ EH S
PHDVXUHV

(YRWHFYV FRPSOLDQFH SURJUDP LV FRRVWRDYWOQFNRDNLRKRQGXFWHG $)& ULVN DVVHVVPHQWYV L
$QWL %ULEHU\ DQG &RUUXSWLRQ &RPSOZDIQMAHOHEDIRAIIMOE. Q@ WAKRIGXSEBOBWHG 3ROLF\ DQG H OHD

O035(9(17,21 $1' '(7(&7,21 2) &255837,21 $1' %5,%(5< O

$V GHVFULEHG LQ WKH %XVLQHVV &RQGXFW 3ROLF\ VHFWLRQ (YRWHF KDV LPSOHPHQWHG SURF]I
FRUUXSWLRQ RU EULEHU\ LQFOXGLQJ D &RGH RI (WKLFV DQG %XVLQHVV &RQGXFW DQ $QWL E
3ROLF\ DQG D *OREDO &DVH +DQGOLQJ 623 VXSSRUWHG E\ FRPSOLDQFH WUDLQLQJ D GHGLFDW
DVVHVVPHGWYOREDO :KLVWOHEORZLQJ 3ROLF\ LV DQRWKHU UHOHYDQW SROLF\ ZKLFK IDFLOL)
ZKLVWOHEORZHUYV

(YRWHF FRPPXQLFDWHY SROLFLHVY UHODWHG WR WKH SUHYHQWLRQ DQG GHWHFWLRQ RI FRUUXS
UHTXLUH 3UHDG DQG XQGHUVWRRG”™ FRQILUPDWLRQV IURP HDFK DIIHFWHG HPSOR\HH LQFOXGLQJ

(YRWHF RIIHUV GLJLWDO DQWL FRUUXSWLRQ DQG DQWL EULEHU\ WUDLQLQJ WR DOO VWIKXIDQORED
TXDOLILHG ODZ\HUV WR HQVXUH WKRURXJK XQGHUVWDQGLQJ DQG FRPSOLDQFH 6HH WDEOH IR
MRLQHUV
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7%/ 75$.1,1* &29(5%*(__1(: -2,1(56

27+(5 2}1 &203/(7,
727%/ 5%7(

‘0$1$*(5‘6 :25.(5
1HZ MRLQHUV UH[FHLYLQJ
WUDLQLQJ

1HZ MRLQHUV UH[FHLYLQJ
WUDLQLQJ
ODQDJHUV DUH DOO HPSOR\HHV WKDW KDYH DW OHDVW RQH GLUHFW UHSRUW
&RPSOHWLRQ UDWH RI &RPSOLDQFH WUDLQLQJ

O $&7,216 5(/$7(' 72 %86,1(66 &21B&7

'XH WR WKH RQJRLQJ LPSURYHPHQWY RI RXU FRPSOLDQFH SURJUDP WKHUH DUH QR IXUWKHU $
%XVLQHVV &RQGXFW 3ROLF\ VHFWLRQ DERYH

O ,1&,'(176 2) &255837,21 25 %5 06 (5<

,Q WKH FDVH RI DOOHJHG LQFLGHQWY UHODWLQJ WR FRUUXSWLRQ RU EULEHU\ WKH &RPSOLDQF
EH VXSSRUWHG E\ ,QWHUQDO $XGLW RU H[WHUQDO DGYLVRUV LI WKLV ZRXOG EH FRQVLGHUHG Q
RI' VXFK LQYHVWLIJDWLRQ ZLOO EH UHSRUWHG WR WKH ODQDJHPHQW %RDUG RU WR WKH 6XSHUY
LQYHVWLIJDWLRQ

1R LQFLGHQWY RI FRUUXSWLRQ DQG EULEHU\ ZHUH EURXJKW WR WKH DWWHQWLRQ RI WKH *ORED

O 6867%$,1$%,/,7< 287/22. O

$V ZH ORRN DKHDG ZH ZLOO SODFH EDODQFHG HPSKDVLV RQ DOO WKUHH GLPHQVLRQV RI VXVWD
ZH HVWDEOLVKHG D GHGLFDWHG VXVWDLQDELOLW\ IXQFWLRQ XQGHU WKH OHDGHUVKLS RI WKH *
JOREDO VXVWDLQDELOLW\ VWUDWHJ\ IXOO\ DOLJQHG ZLWK (YRWHF EXVLQHVV DPELWLRQV

*XLGHG E\ RXU GRXEOH PDWHULDOLW\ DVVHVVPHQW WKLV VWUDWHJ\ ZLOO WUDQVODWH SULRUL
RXWFRPHVY W ZLOO HQDEOH PHDQLQJIXO FKDQJH GHPRQVWUDWH V\VWHPLF OHDGHUVKLS DQG
JURZ WKH EXVLQHVVY DQG FUHDWH ORQJ WHUP YDOXH

,Q RXU HQYLURQPHQWDO IRFXV ZH UHPDLQ GHGLFDWHG WR JOREDO FOLPDWH DFWLRQ $V (YRWF
GHYHORSPHQW DQG PDQXIDFWXULQJ RXU FOLPDWH WUDQVLWLRQ SODQ ZLOO DGGUHVV ERWK
FRPSUHKHQVLYH SDWK WRZDUGVY UHGXFLQJ HPLVVLRQV :H DUH FRPPLWWHG WR GHOLYHULQJ D S
GHFLVLRQV DQG LQQRYDWLRQ WRZDUG QHW JHUR HPLVVLRQV

2Q WKH VRFLDO VLGH ZH ZLOO LQYHVW LQ WDOHQW VNLOOV GHYHORSPHQW DQG EXLOGLQJ V
OHDUQLQJ DQG FROODERUDWLRQ ZH ZLOO HQVXUH RXU ZRUNIRUFH FDQ FRQWULEXWH PHDQLQJI)

2Q WKH JRYHUQDQFH VLGH ZH ZLOO FRQWLQXH WR HPEHG VXVWDLQDELOLW\ LOQWR RXU OHDGHU
FKDLQ RYHUVLJKW DQG IXUWKHU HYDOXDWLQJ ILQDQFLDO DQG FOLPDWH UHODWHG ULVNV ZLWKL

7TKHVH FRPPLWPHQWY DUH FHQWUDO WR KRZ ZH OHDG JRYHUQ DQG JURZ WKH EXVLQHVV 2XU F
SODFH VXVWDLQDELOLW\ DQG WKH SHRSOH VWUDWHJ\ DW WKH FRUH RI RXU FRUSRUDWH VWUDW
XQGHUVWDQG DQG HQKDQFH WKH LPSDFW RI WKHLU GDLO\ DFWLRQV VWUHQJIJWKHQLQJ HQYLUR
UHVLOLHQFH
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SLVN2SSRUWXQLW
DHSRUW

4+5- #0& 12214670+6; /#0#)'/'06

O0*5283 :,'(5,6. 0$1%$*(0(17 O

(YRWHF RSHUDWHY LQ D FRPSOH[ DQG HYHU FKDQJLQJ JOREDO EXVLQHVV HQYLURQPHQW O0DQ\ L
(YRWHFYV REMHFWLYHV )RU WKLV UHDVRQ WKH DVVHVVPHQW Rl RSSRUWXQLWLHYV DQG ULVNV L\

:LWKLQ WKH (YRWHF *URXS ULVNVY DUH GHILQHG DV IXWXUH HYHQWYV GHYHORSPHQWY DQG FKDQ
VWUDWHJLF RHEWHHAWKENHBIMVEVH WIDWHQ@JY DQG PDQDJLQJ ULVNV LV DQ HVVHQWLDO SDUW RI WKH *UR>
WKDW PD\ KDYH D SRVLWLYH LPSDFW RQ LWV SURMHFWHG WDUJHWV

(YRWHFYV ULVN PDQDJHPHQW V\VWHP DLPV WR LQFOXGH DOO WKH FRQWUROV WKDW HQVXUH D
*URXS 7KH &RPSDQ\ VHHV WKH PDQDJHPHQW RI ULVNV DQG RSSRUWXQLWLHYV DV D FRQWLQXRXYV
ZLWKLQ WKH *URXS DQG LWV RSHUDWLQJ HQYLURQPHQW PXVW EH LGHQWLILHG DQDO\]HG DQG
QHHGHG WR RSWLPL]H WKH *URXSYV ULVN VLWXDWLRQ ZKLOH NHHSLQJ SRWHQWLDO RSSRUWX
UHFRJQL]JHG VWDQGDUGY ,QWHJUDWHG )UDPHZRUN RI WKH &RPPLWWHH RI 6SRQVRULQJ 2UJDQL]
ZLGH LQWHUQDO FRQWURO V\VWHP ,&6 DQG D FRPSOLDQFH PDQDJHPHQW V\VWHP &06

(YRWHF KDV LPSOHPHQWHG DQ HDUO\ ULVN GHWHFWLRQ V\VWHP DQG D ULVN EHDULQJ FDSDFLW
BWRFN &RUSRUDWLRQ $FW $NW* WR HQVXUH WKH OHJDOO\ UHTXLUHG PRQLWRULQJ RI HVVHQWL
%H\RQG WKLV (YRWHF KDV LPSOHPHQWHG DQ LQWHUQDO FRQWURO V\VWHP DV UHTXLUHG E\ 6HF
LQ FRQMXQFWLRQ ZLWK 6HFWLRQ SDUDJUDSK DQG 6HFWLRQ SDUDJUDSK RI WKH *HUPDQ
(YRWHF KDV DOVR EHHQ UHTXLUHG WR FRPSO\ ZLWK WKH UHTXLUHPHQWY RI WKH 86 6DUEDQHV
DFFRXQWLQJ DQG ILQDQFLDO UHSRUWLQJ

(o)
%$6,& (/(0(176 2) 7+( 5,6. 0$1$*(0(17 6<67(0
$1' 7+( ,17(51$/ &21752/ 6<67(0
(o)

7KH &RPSDQ\fV ULVN PDQDJHPHQW V\VWHP LQ DFFRUGDQFH ZLWK 6HFWLRQ SDUDJUDSK RI W
PDQDJHPHQW RI PDMRU ULVNV LQ SDUWLFXODU WKRVH WKDW PD\ WKUHDWHQ LWV H[LVWHQFH 7
ULVNV (YRWHF FDQ ZHLJK RSHUDWLRQDO DQG HFRQRPLF SDUDPHWHUV DQG LQLWLDWH VSHFLIL
LPSDFW RI ULVNYV

(YRWHFfY ODQDJHPHQW %RDUG DVVXPHV WKH UHVSRQVLELOLW\ IRU WKH ULVN PDQDJHPHQW V\V'
7KH *URXS ZLGH FRRUGLQDWLRQ LPSOHPHQWDWLRQ DQG GHYHORSPHQW RI WKH ULVN PDQDJHPH
ZKLFK UHJXODUO\ UHSRUWV GLUHFWO\ WR WKH &KLHI )LQDQFLDO 2IILFHU &)2 5LVN UHSRUWYV I
DQG $XGLW &RPSOLDQFH &RPPLWWHH

7KH *OREDO 5LVN &RQWURO GHSDUWPHQW VHWV WKH PDLQ JXLGHOLQHV DQG FORVHO\ FRPPXQ
DQG HQDEOLQJ IXQFWLRQV ERWK DW WKH *URXS OHYHO DQG LQ WKH VXEVLGLDULHV ,W KHOSV
VKDSLQJ DQG LPSOHPHQWDWLRQ RI VXLWDEOH FRXQWHUPHDVXUHV ,Q WKLV FRQWH[W FRQWDF\
FRQWLQXRXVO\ LGROMIDWHES DQG

]
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5.6. 0$1%$*(0(17 6758&785(_$1' '87,(6

5LVN GHWHFWLRQ

7KH SURFHVVY DQG UHVSRQVLELOLW\ RI FRQWLQXRXV GHWHFWLRQ RI ULVNV KDSSHQV ERWK DW
EXVLQHVV DFWLYLWLHY WKH RYHUDOO HFRQRPLF HQYLURQPHQW WKH FRPSHWLWLYH HQYLUR
SRVLWLROARRSHUDWLRQ ZLWK WKH *OREDO 5LVN &RQWURO GHSDUWPHQW WKH GHWHFWHG UL\
SUHGHILQHG ULVN FDWHJRULHVY DQG SRVVLEOH ULVN DJJUHJDWHY 7KH FRUSRUDWH 5LVN &R
XSGDWH WKH ULVN SRUWIROLR LQ WKH ULVN PDQDJHPHQW WRRO EDVHG RQ WKH LQIRUPDWLRQ U

5LVN DVVHVVPHQW

5LVNV DUH DVVHVVHG EDVHG RQ WZR FULWHULD SUREDELOLW\ RI RFFXUUHQFH DQG SRWHQWLD (
EHIRUH WKH FRQVLGHUDWLRQ RI UHVSRQVH PHDVXUHVY DQG D QHW L H UHPDLQLQJ ULVNV XQ!
7KH ULVN DVVHVVPHQW LV EDVHG RQ WKH SRWHQWLDO LPSDFW RQ FDVK WDNLQJ LQWR DFFRX
UHYLHZHG DQQXDOO\ DQG UHFDOFXODWHG EDVHG RQ (YRWHFYV EXVLQHVV GHYHORSPHQW DQC
DSSURDFK JHQHUDOO\ DVVXPHV WKDW ULVNV FDQ KDYH D GLUHFW RU LQGLUHFW LPSDFW RQ (YR
W\SHVY DQG WKHLU UHVXOWLQJ ULVNV VWUDWHILF ULVNV FRPSOLDQFH ULVNV UHSXWDWLRQDO

IRWZLWKVWDQGLQJ WKLV (YRWHF DOVR LQFOXGHYV QRQ ILQDQFLDO ULVNV LQ LWV ULVN PDQDJ
QHYHUWKHOHVY KDYH D QHIJDWLYH LPSDFW RQ WKH DFKLHYHPHQW RI WKH &RPSDQ\fV REMHFWLY

7KH FODVVLILFDWLRQ RI ULVNV DQG WKH ULVN PDWUL[ JHQHUDWHG IRU WKH LQWHUQDO TXDUWH !
,Q GXH FRQVLGHUDWLRQ RI FRUSRUDWH VWUDWHJ\ DQG GHYHORSPHQW WKH &RPSDQ\ UHYLHZV \
\HDU WR VHH LI DQ\ FKDQJHY QHHG WR EH PDGH 7KH ULVN FULWHULD IRU WKH SRWHQWLDO LP
ILQDQFLDO FULWHULD PDWHULDOLW\ WKUHVKROGY DQG ULVN DSSHWLWH ,Q FRPSDULVRQ WR VW

7TKHVH UHSRUWLQJ FULWHULD DSSO\ H[FOXVLYHO\ WR WKH *URXS $V WKH VXEVLGLDULHV YDU\ L«
OHYHOV LQ WKHLU ORFDO ULVN PDQDJHPHQW V\VWHPV WR ILW ORFDO ILQDQFLDO FDSDFLWLHV
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5LVN PDQDJHPHQW

5HJDUGOHVV RI WKH ULVN FDWHJRUL]DWLRQ DOO DFWLYH ULVNV PXVW EH PDQDJHG ZLWK DSSU
$FFHSWDQFH RI ULVN ZLWKRXW LQLWLDWLQJ DQ\ PHDVXUHV LV SHUPLWWHG RQO\ LQ LQGLYLG
LPSOHPHQWDWLRQ JUDGH DQG H[HEFXWLRQ Rl LPSOHPHQWHG DQG SODQQHG PHDVXUHV LV PRQLW
PLWLIJDWLQJ DFWLYLWLHY DQG WKHLU HIILELHQF\ LV GREXPHQWHG LQ (YRWHEJV ULVN PDQDJHP!
OHDVW WZLFH D \HDU

5LVN UHSRUWLQJ

%DVHG RQ WKH ULVNV LGHQWLILHG HYDOXDWHG DQG UHSRUWHG WKURXJK ERWWRP XS DQG WR
ULVN UHSRUWY WR WKH ODQDJHPHQW %RDUG DQG WKH 6XSHUQYLN/KREL WILRRDU B/RV SEXHCMLMQ W& R B S/OK 1D
QHZ DQG H[LVWLQJ WRS ULVNV (YRWHFfV ULVN UHSRUWLQJ DOVR LQFOXGHY D SUHVHQWDWLRQ
RI FRXQWHUPHDVXUHV

5LVN PRQLWRULQJ

7KH 6 XSHUYLVRU\ %YRDUG RYHUVHHY WKH PRQLWRULQJ RI WKH DSSURSULDWHQHVYV DQG HIIHFWLY
WKH 6 XSHUYLVRU\ %RDUG UHYLHZ WKH SURFHVVHV RI WKH ULVN PDQDJHPHQW VA\VWHP RQFH HYF
YDOXH EDVHG FRUSRUDWH JRYHUQDQFH 7KH ODQDJHPHQW %RDUG FRQVLGHUV WKH ULVN PDQDJ
\HDU

,QWHUQDO FRQWURO V\VWHP

:LWK RXU OLVWLQJ RQ WKH 86 VWRFN H[FKDQJH 1%$6'$4 LQ ZH KDYH H[SDQGHG RXU GRFXPHQV
LQFOXGH WKH UHJXODWLRQV RI WKH 6DUEDQHYV 2[OH\ $FW RI 6HFWLRQ 62, 62; U
LQWHUQDO FRQWUROV DQG SURFHGXUHY RYHU DFFRXQWLQJ DQG ILQDQFLDO UHSRUWLQJ DQG WF
WKHLU HIITHFWLYHQHVY 7KH UHVXOWYVY IRU WKH HYDOXDWLRQ RI WKH LOQWHUQDO FRQWURO V\VW}
LQ WKH ) GRFXPHQW WKDW PXVW EH VXEPLWWHG WR WKH 8QLWHG 6WDWHYV 6HFXULWLHY DQG (]
WR LQFOXGH LQ WKHLU | GRFXPHQW ZLWK WKHLU DQQXDO ILOLQJ

+$ VWDWHPHQW RI PDQDJHPHQWYTVY UHVSRQVLELOLW\ IRU HVWDEOLVKLQJ DQG PDLQWDLQLQJ DGH
+$ VWDWHPHQW LGHQWLI\LQJ WKH IUDPHZRUN XVHG E\ PDQDJHPHQW WR HYDOXDWH WKH HIITHFWL
+tODQDJHPHQWYfY DVVHVVPHQW Rl WKH HIITHFWLYHQHVY RI LOWHUQDO FRQWURO DV RI WKH HQG R
+$ VWDWHPHQW WKDW (YRWHFfVY H{WHUQDO DXGLWRU KDV LVVXHG DQ DWWHVWDWLRQ UHSRUW R

(YRWHFIV LQWHUQDO FRQWURO V\WWHP LV EDVHG RQ WKH JOREDOO\ UHFRJQL]HG &262 ,QW
RUJDQL]DWLRQ &RPPLWWHH RI 6SRQVRULQJ 2UJDQL]DWLRQV RI WKH 7UHDGZD\ &RPPLVVLRQ

PLQLPL]H WKH RFFXUUHQFH RI SURFHGXUDO ULVNV WR DQ DFFHSWDQFH OHYHO 7KLV DOVR Lt
UHSRUWLQJ LQ DFFRUGDQFH ZLWK QDWLRQDO DQG LQWHUQDWLRQDO DFFRXQWLQJ VWDQGDUG\
LQWHQGHG WR JXDUDQWHH WKH WLPHO\ XQLIRUP DQG FRUUHFW DFFRXQWLQJ HQWU\ RI DOO EXV

$00 LQWHUQDO FRQWUROV DUH GHILQHG DQG UROOHG RXW IRU DOO FRPSDQLHV LQ VFRSH ZL

FRRUGLQDWLRQ ZLWK WKH GHSDUWPHQWY LQYROYHG 7KH LQWHUQDO FRQWURO V\VWHP LQF
FRPSULVHV ERWK SURFHVV LQWHJUDWHG DQG SURFHVV LOGHSHQGHQW SURWHFWLYH PHDVXUHYV

]
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VIVWHPV DQG FRQWUROV WKDW DUH EXLOW LQWR VWUXFWXUHV DQG SURFHVVHV DQG HQVXUH
SURFHGXUDO LQVWUXFWLRQV H[LVW WKDW UHJXODWH WKH LPSOHPHQWDWLRQ Rl SURFHVV DFWL
LQYROYHG 7KH FRQWURO PHFKDQLVPV GHVFULEHG DSSO\ ERWK WR WKH DFFRXQWLQJ SURFHVVH
DGGLWLRQ WR SURFHVV LQWHJUDWHG PHDVXUHV SURFHVV LQGHSHQGHQW SURWHFWLYH PHDVXL
7KLV HQVXUHV WKH OHJDOO\ REOLJDWRU\ PRQLWRULQJ RI WKH HIIHFWLYHQHVV RI WKH LQWHUQ
SDUDJUDSK RI WKH *HUPDQ 6WRFN &RUSRUDWLRQ $FW $NW* 'XH WR WKH DGGLWLRQDO REOLJI
\HDUO\ LQGHSHQGHQW DXGLW Rl WKH LQWHUQDO FRQWURO V\VWHP RYHU ILQDQFLDO UHSRUWL
DFFRUGDQFH ZLWK WKH UHJXODWLRQV RI 62; DUH SXEOLVKHG DQQXDOO\ LQ WKH ) GRFXPHQ
(IFKDQJH &RPPLVVLRQ 7KH ,QWHUQDO $XGLW IXQFWLRQ UHSRUWYV RQ D UHJXODU EDVLV WR WKH
&RPPLWWHH RQ WKH UHVXOWV RI WKH DXGLWV Rl WKH DFFRXQWLQJ UHODWHG LQWHUQDO FRQW
DVVXUDQFH UHJDUGLQJ WKH UHOLDELOLW\ Rl ILQDQFLDO UHSRUWLQJ DQG WKH SUHSDUDWLRC
UHTXLUHPHQWYV IRU H[WHUQDQVKHN USHRYRIWWLQJ \HDU PDQDJHPHQW LGHQWLILHG FHUWDLQ ZHDN
UHSRUSWMLQJUHVXOW PDQDJH P HQKD WDRXERQFWNGBABO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ D!
RYHUDOO QWVHVVPH

O 29(59,(: 2) &855(17 5,6. 6,78%7,21 O

(YRWHF LV H[SRVHG WR YDULRXV ULVNV DULVLQJ IURP LWV DFWLYLWLHY DQG IURP WKH VHFWRL
JHQHUDO EXVLQHVV LWV ILQDQFLDO VLWXDWLRQ DQG LWV UHVXOWV

(YRWHF KDV FODVVLILHG WKH PRVW LPSRUWDQW ULVNV LQ WKH IROORZLQJ FDWHJRULHYVY VWUDW
ULVNV +5 ULVNV LQIRUPDWLRQ WHFKQRORJ\ ULVNV DQG RSHUDWLRQDO ULVNYV

,Q WKH IROORZLQJ PDWHULDO ULVNV IURP (YRWHFYV ULVN DVVHVVPHQW DUH UHSRUWHG (VWL
IROORZLQJ ULVN RYHUYLHZ LV EDVHG RQ D QHW ULVN SHUVSHFWLYH IRU WKH SUREDELOLW\ RI R
DQG RSSRUWXQLW\ PDQDJHPHQW ZH DOVR LGHQWLI\ FXUUHQW DQG SRWHQWLDO ULVNV DQG R
(6* DVSHFWV ,Q WKH IROORZLQJ (YRWHF GHYVFU LB\ MDPKRRHH VQ CGLIYWNG X DO VOLLM NF BNV R DR U7IKHHY ROUXC
UHODWLYH LPSRUWDQFH RI WKH ULVNYV

(YRWHF SRLQWYV RXW WKDW DQ LQHYLWDEOH XQFHUWDLQW\ LQ ULVN DVVHVVPHQW LV LPSOLFLW
DVVXPSWLRQV WKDW FDQQRW DOZD\V EH YHULILHG WKURXJK SUHYLRXV LQWHUQDO H[SHULHQFHYV
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TKNWVDEEHDORZ SURYLGHV DQ RYWUYLHZ RI WKHVH ULVN

&KDQJHV LQ NH\ ILQDQFLDO ILIXUHV ZKLFK VHUYH DV WKH EDVLV IRU WKH TXDQWLWDWLYH ULV

RU GHFUHDVH LQ WKH RYHS®® QQ RULNVDNV B VR/B \GHAHIQMWD VHF R® SWKH GJ MW B RMLSWUHRYQL RXYV \HDU PD\ Wl
FKDQJH LQ WKH ULVN DVVHVVPHQW DQ ® ®&X\DNPBHHWQYMHPDWLFDO YDOXDWLRQ

&25325%$7( 5,6. 29(HFF(*$7("

%DVHG RQ WKH BUNVQFILSFOMRU DVVHVVPHQW GHVFULEHG MIEBRWHY WK B VO BQRDUH P N Q W DABIDWIGDENH Q W C
MHRSDUGL]H WKH FRQWLQXHG H[LVWHQFH RI (YRWHF HLWKHU LQGLYLGXDOO\ RU LQ DQ\ IRUHVHF

]
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6WUDWHJILF ULVNYV

(YRWHF KDV FRPSOHWHG D VWUDWHJLF UHYLHZ GHIRGEQWE QHZOWDWLRQDEPD® S XH ORWVZH VIR U DMK
H[HFXWLRQ )DLOXUH WR H[HFXWH WKH VWUDWHJ\ HITHFWLYHO\ FRXOG UHVXOW LQ D PLVDOLJQP
DV 5 ' H[SHUWLVH VFLHQWLILF HIFHOOHQFH DQG WHFKQRORJ\ OHDGHUVKLS SRWHQWLDOO\ GLPL
ELRWHFK ODQGVFDSH RU DGYDQFHPHQWY E\ FRPSHWLWRUV GXULQJ WKH WUDQVIRUPDWLRQ SHUL

:KLOH WKH VWUDWHJ\ DQG YLVLRQ DUH GHILQHG LW LV DOVR FOHDU WKDW (YRWHF KDV D WUDQ

(YRWHF LV VWUHQJWKHQLQJ WKH zZD\ LW RSHUDWHV 6WUXFWXUHV SURFHVV DQG ZD\V RI ZF
VXVWDLQDEOH JURZWK 2SHUDWLRQDO H[FHOOHQFH LV RQH RI WKH NH\ OHYHUV H[SUHVVHG L
SHUIRUPDQFH UHGXFH FRPSOH[LW\ DQG FRWW VWKBHYH QR W XBWHE WH Q' RF RIGINDUPIHER U'X D D@GJ 2R K INV F
WUDQVLWLRQDO SHULRG WKHUH LV D ULVN RI XQFHUWDLQW\ ERWK ZLWKLQ DQG RXWVLGH WKH R
PDNLQJ DQG XQFOHDU SULRULWLHYV

JXUWKHU GHOD\HG GHFLVLRQ PDNLQJ SRRU SODQQLQJ LQVXIILFLHQW UHVRXUFHV RU LQHIIHFW
LQFRPSOHWH LPSOHPHQWDWLRQ 7KH WUDQVIRUPDWLRQ PD\ DOVR UHTXLUH VXEVWDQWLDO LQ"
ILQDQFLDO UHVRXUFHV DQG LPSDFW ORQJ WHUP VXVWDLQDELOLW\ )XUWKHUPRUH XQVXFFHV)\
UHSXWDWLRQ DPRQJ LQYHVWRUV SDUWQHUV DQG WKH EURDGHU LQGXVWU\

7R PLWLIJDWH WKHVH ULVNV (YRWHF LV FRPPLWWHG WR PDLQWDLQLQJ GXH GLOLJHQFH DQG DF
SURJUHVV RI WKH QHZ VWUDWHJ\ DQG RUJDQL]DWLRQDO VWUXFWXUH DQG WKH GHYHORSPHQW R

(YRWHF V GLVFRYHU\ DQG SUHFOLQLFDO GHYHORSPHQW ' 3' EXVLQHVV IDFHV SRWHQWLDO ULV
HYHQWYV WKDW FRXOG VLJQLILFDQWO\ LPSDFW WKH &RPSDQ\TV EXVLQHVV PRGHO DQG FRQVHTXFE
DLPV WR FRYHU WKH HQWLUH YDOXH FKDLQ RI HDUO\ UHVHDUFK DQG SUH FOLQLFDO GHWHDWRK P
DUHDV LQ FROODERUDWLRQ ZLWK SDUWQHUV XVLQJ D PRGDOLW\ DIQRVWLF DSSURDFK )DLOXL
FRPSDQ\fV IXWXUH EXVLQHVV SHUIRUPDQFH DQG PDUNHW FDSLWDOL]DWLRQ 7KH ULVN RI IDLO>
HIWHUQDO IDFWRUV

(YRWHF RSHUDWHY LQ D JOREDO HQYLUR®PHQRH FRENLFMPMBDWNXVEXCG® MO LWMRFDQWO\ LPSDFW
SHUIRUPDQFH DQG VWUDWHILF REMHFWLYHV 7KH RQJRLQJ 8NUDLQH 5XVVLD FRQIOLFW WKH LQV
8QLWHG 6WDWHV SRVH VLJQLILFDQW ULVNV WR JOREDO HFRQRPLF VWDELOLW\ 7KHVH IDFWRUV
XQFHUWDLQW\ LQ NH\ PDUNHWYV )RU H[DPSOH KHLJKWHQHG JHRSROLWLFDO LQVWDELOLW\ PD\ O
JOREDO WUDQVSRUWDWLRQ QHWZRUNV GHOD\LQJ GHOLYHU\ WLPHOLQHV DQG HVFDODWLQJ RSH
YRODWLOLW\ LQ HQHUJ\ PDUNHWY GXULQJ SUHYLRXV \HDUV ZLWK (XURSH EHLQJ SDUWLFXODUO\
LPSRWBWRLODUO\ LQVWDELOLWKDWYQ WKH SIRWEQW LDOWR GLVUXSW JOREDO RLO VXSSOLHV 5LVL{
HVSHFLDOO\ RXU KLJKHU HQHUJ\ LQWHQVLYH PDQXIDFWXULQJ IDFLOLWLHYV &KDQJHV LQ JOREDC
ULVNV WR RXU &RPSDQ\ 7KH SKDUPDFHXWLFDO DQG ELRWHFK VHFWRU LV FKDUDFWHUL]HG E\
LPSRUWHG LQWHUPHGLDWH SURGXFWY DFWLYH SKDUPDFHXWLFDO LQJUHGLHQWY DQG VSHFLDOW
QRQ WDULII EDUULHUV H J UHJXODWRU\ UHTXLUHPHQWY RU H[SRUW FRQWURO UHVWULFWLR(
PDWHULDOV WKHUHE\ DGYHUVHO\ DIIHFWLQJ RSHUDWLRQDO SURFHVVHVY DQG 5 ' SURMHFWYV 8
JHRSROLWLFDO WHQVLRQVY EHWZHHQ PDMRU HFRQRPLF DQG WUDGLQJ SDUWQHUV H J WKH (8 W
2 PD\ OHDG WR KLJKHU LPSRUW DQG H[SRUW FRVWV ORQJHU SURFHVVLQJ WLPHVY DW FXVWRP
SDUWLFXODUO\ FULWLFDO IRU SKDUPDFHXWLFDO LQWHUPHGLDWH SURGXFWV ZLWK VKRUW VKHOI
HYROYLQJ WUDGH DJUHHPHQWY H[DFHUEDWH YXOQHUDELOLWLHYV LQ JOREDO VXSSO\ FKDLQV 'HC
HTXLSPHQW RU VSHFLDOL]J]HG PDWHULDOV FRXOG VLJQLILFDQWO\ LPSHGH UHVHDUFK WLPHOLQH
GLYHUVLI\LQJ LWV VXSSO\ FKDLQV H[SORULQJ HQHUJ\ HIILFLHQF\ LQLWLDWLYHY DQG LPSOHPHQ\

7KH ELRWHFKQRORJ\ DQG SKDUPDFHXWLFDO LQGXVWULHYV KDYH H[SHULHQFHG UDSLG JURZWK LC
ULVN MRPSWWLWRUV RU GLVUXSWLYH RPDYNHVE GIDADWH LS\ DQB)W LQHVY PRGHO RU LQWURGXFH LQQ
VHUYLFHVY OHVV FRPSHWLWLYH RU HYHQ REVROHWH

7KH &RPSDQ\fV SXUSRVH LV WR GLVFRYHU DQG GHYHORS EHVW DQG ILUVW LQ FODVV PHGLFLQF
ZLWK LWV SDUWQHUV 7R DFKLHYH WKLV (YRWHF KDV GHYHORSHG D FRPSUHKHQVLYH VXLWH RI
WUDQVIRUP GUXJ GLVFRYHU\ DQG GHYHORSPHQW 7KHVH SODWIRUPVY HQDEOH VLJQLILFDQW LPSI
KLIJK DWWULWLRQ FRVWY RIWHQ DVVRFLDWHG ZLWK WUDGLWLRQDO PHWKRGRORJLHYV

]
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7R UHPDLQ FRPSHWLWLYH (YRWHF PXVW FRQWLQXRXVO\ LQQRYDWH DQG SURYLGH FXWWLQJ HG.
DGYHUVHO\ DIIHFW LWV EXVLQHVV $GGLWLRQDOO\ LQGXVWU\ SUHVVXUHV VXFK DV LQWHQVLIL
LPSDFW (YRWHFfV SDUWQHUYV DQG PD\ LQGLUHFWO\ DIIHFW WKH &RPSDQ\ $ FRQWUDFWLRQ LQ
SUHVVXUHVY FRXOG DOVR PDWHULDOO\ LPSDFW (YRWHFTfV RSHUDWLRQV

7KH &RPSDQ\ FRQVLVWHQWO\ LQYHVWV LQ WKH GHYHORSPHQW RI FXWWLQJ HGJH WHFKQRORJ\ S
GLIIHUHQWLDWLRQ 5LVNM RAKQRBORSLFDOHGHYWKFRKSPY QWKW LQWHJIJUDWLRQ RI' $, ,Q 6LOLFR WHFK
RSSRUWXQLWLHV IRU DXWRPDWLRQ SUHGLFWLYH DQDO\WLFV DQG LPSURYHG GHFLVLRQ PDNLQJ
GXULQJ GUXJ VFUHHQLQJ FRXOG OHDG WR LQHIILFLHQFLHY DQG GHOD\V UHODWLYH WR FRPSH
RSHUDWLRQV LPSDLU FDVK IORZV DQG QHJDWLYHO\ LPSDFW (YRWHFfV RYHUDOO EXVLQHVV VYV
HVWDEOLVKHG DQ ,QQRYDWLRQ %RDUG LQ ZKHUH DOO SRWHQWLDO LQQRYDWLRQV DUH GLVF
LQQRYDWLRQ DJHQGD DQG ZH FDQ TXLFNO\ FKDQJH GLUHFWLRQ DQG DGMXVW LI QHHGHG

&RPSHWLWLRQ SRVHV IXUWKHU ULVNV 6XSHULRU RIITHULQJYV IURP FRPSHWLWRUV FRXOG KDUP (
RYHUDOO VWUDWHRI WKH &RPSDQ\TV UHYHQXH FDPH |URFXWKRPMHUFX YU W RPNV BIQ 6 K RNH@HIUNDNKH G
FXVWRPHUV WR FRPSHWLWRUV FRXOG VLIJQLILFDQWO\ LPSDFW WKH &RPSDQ\ HVSHFLDOO\ DV FRI
(XURSH ZKLFK RIITHU FRPSHOOLQJ DOWHUQDWLYHV IRU SULFH VHQVLWLYH FXVWRPHUV 7KH H[SI
LQFUHDVHV RXWVRXUFLQJ RSWLRQV ZKLOH HPHUJLQJ $, GULYHQ ELRWHFKY SUHVHQW JURZLQJ
IRU GHDOV DQG SDUWQHUVKLSYV ZLWK PDMRU SKDUPDFHXWLFDO ILUPY DQG PD\ HQKDQFH WKHLU

(YRWHFYV GUXJ GLVFRYHU\ DQG GHYHORSPHQW HIIRUWV DOVR IDFH FKDOOHQJHV IURP PDUNH
FDSDELOLWLHV 7KH VXFFHVV RI LWV 5 "' HIIRUWV GHSHQGY RQ WKH FRPSHWLWLYHQHVV RI LWV
SURGXFWYV IDLO WR VWDQG RXW WKLV FRXOG LQFUHDVH XQFHUWDLQW\ DURXQG IXWXUH FDVK I¢
7R QDYLJDWH WKHVH ULVNV (YRWHF UHOLHVY RQ UHDVRQDEOH FRVW PDQDJHPHQW FRQWLQXHG
UHVXOW GULYHQ DOOLDQFHV 7KH &RPSDQ\YfV GLYHUVLILHG EXVLQHVY PRGHO EXLOW RQ \HDUV |
WR PDLQWDIHPIGIXRJ UROH LQ GUXJ GLVFRYHU\ ZLWKLQ WKH SKDUPDFHXWLFDO DQG ELRWHFKQRO|

(YRWHF IDFHV ULVNV WR VXFFHWDIXWOQHBUBKQSWOLQ GWXKDWHYIHORSPHQGX B QEGR PIDQ X MXOUFW XAKLHAIH D
WKH IDFWRUV RI VXFFHVV DUH EH\RQG LWV FRQWURO )RU LQVWDQFH LI RXU FXVWRPHUV FKDQJ!
RU FXVWRPHUV DUH GLVVDWLVILHG ZLWK RXU SHUIRUPDQFH XQGHU H[LVWLQJ DJUHHPHQWYVY FRQ
ZLWK NH\ FOLHQWVYV 2 FRXOG EH WHUPLQDWHG RU VFDOHG EDFN ZLWK OLWWOH RU QR QRWLF
FDQFHOODWLRQV RU FRQFOXVLRQV RI VHYHUDO DJUHHPHQWY FRXOG VLJQLILFDQWO\ LPSDFW RXI

$GGLWLRQDOO\ WKH FRPSDQ\ FRXOG EH VLJQLILFDQWO\ DIIHFWHG E\ D GHFOLQH LQ UHVHDUF|
RXWVRXUFLQJ ZLWKLQ WKH ELRSKDUPD LQGXVWU\ :KLOH FXUUHQW PDUNHW DVVHVVPHQWV VXJ
DELOLW\ WR PHHW JURZWK H[SHFWDWLRQV

(YRWHF DLPV WR VHUYH DV D VRXUFH RI LQQRYDWLYH GUXJ FDQGLGDWHYV IRU SRWHQWLDO SD
SODWIRUPV (YRWHF LV DOVR DGYDQFLQJ PXOWLSOH DFWLYH GUXJ GLVFRYHU\ DQG HDUO\ GHYF
GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ PDLQO\ DV SURRI RI FRQFHSW IRU LQQRYDWLYH SODYV
RU DJUHH RQ DFFHSWDEOH WHUPVY WKH &RPSDQ\ PD\ EH XQDEOH WR JHQHUDWH UHWXUQV IURP V

ORUHRYHU FKDQJHV LQ WKH FRPPHUFLDO SULRULWLHV RI (YRWHFYV SDUWQHUV FRXOG OHDG WR
RU SDUWQHUVKLSYV ,Q VXFK FDVHV (YRWHF ZRXOG DVVXPH WKH ULVNV DVVRFLDWHG ZLWK IXUW
SDUWQHUV FRXOG UHVXOW LQ DGGLWLRQDO FRVWYV DQG WKH ORVV RI SRWHQWLDO UHYHQXH VWL
BKDUPDFHXWLFDO DQG ELRWHFK FRPSDQLHVY DUH LQFUHDVLQJO\ RXWVRXUFLQJ GUXJ GHYHOR:
VSHFLDOL]HG H[SHUWLVH DQG DHPRHKXNWD W H YW WHF WR(RPPWHNFFWWUDWHIJLFDOO\ IRFXVHV RQ SUR®
PDQXIDFWXULQJ WHFKQRORJ\ IRU DQWLERGLHYVY QH[W JHQHUDWLRQ ELRORJLFVY DQG ELRVLPLODU
SODWIRUP LV KLJKO\ LQWHQVLILHG HQDEOLQJ VLIJQLILFDQWO\ KLJKHU SURGXFWLYLW\ ZIMKKLQ D
RXU VWUDWHJILF VKLIW LQ WR IRFXV QRW RQO\ RQ ODWH VWDJH FRPPHUFLDO &'02 EXW DOV
(YRWHF LV DEOH WR SLYRW PRUH LQWRKDVSDOWR) MU GFIHY DVEN UGB H&E&HWQRGHQF\ IRU JURZWK RQ EXL
LQIUDVWUXFWXUH 2XU FRPPHUFLDO DSSURDFK ZLOO SLYRW WRZDUG DQ DVVHW OLJKWHU KLJK
WHFKQRORJ\ VFDOHV WKURXJK SDUWQHUVKLSY DYRLGV WKH QHHG/XN W CDLDUBAGHRAH ROW EDSNE
UHPDLQ ,QVSHFWLRQ DQG DSSURYDO RI 86 VLWHV E\ WKH )'$ LV GHSHQGHQW XSRQ RXU FOLHQW
RI ODWH VWDJH FOLQLFDO WULDOV ,QWHUQDOO\ IDLOLQJ WR PHHW FOLHQW WLPHOLQHVY LQVX
ORVV RI NH\ SHUVRQQHO FRXOG KLQGHU SURJUHVV LQ RXU EXVLQHVV SRWHQWLDOO\ LQFUHD

]



5,6. 23325781,7,(6 5(32|57

SDUWQHUVKLSV IRU ILQDQFLDO RU PDUNHW UHDVRQV SRVLQJ LPPHGLDWH ILQDQFLDO ULVNV 7K
DQG ORQJ WHUP ILQDQFLDO WDUJHWV :H WU\ WR FRXQWHUDFW WKLY ULVN LQ SDUWLFXODU E\ H
ZLWK RXU FXVWRPHUVY DQG D VWURQJ SULRULWL]DWLRQ RI UHVRXUFHV RQ -XVW * (YRWHF %LROR

7TKHEFRPPHUFLDO ULVN IURP RX}6 QAIFPQNFHQYHG LYURGKIPWMWYVLQ (YRWHFYYVY YLHZ DV (YRWHF GHSHQ
DUUDQJHPHQWY IRU ODWH VWDJH GHYHORSPHQW PDUNHWLQJ DQG FRPPHUFLDOL]DWLRQ RI LV
VXEMHFWY (YRWHF WR VHYHUDO ULVNV LQFOXGLQJ WKH ULVN WKDW LW KDV OLPLWHG FRQWUR
GHYRWH WR SLSHOLQH DVVHWYV WKDW LWV OLFHQVHHYV PD\ H[SHULHQFH ILODQFLDO GLIILEXOWLF
SLSHOLQH DVVHWV XSRQ PDUNHWLQJ DSSURYDO LI bW DOO ORUHRYHU (YRWHF IDFHV WKH ULV
WKDW EXVLQHVV FRPELQDWLRQV RU VLIJQLILFDQW FKDQJHV LQ D OLFHQVHHYV EXVLQHVV VWUDW
WKH GHYHORSPHQW PDUNHWLQJ DQG RU FRPPHUFLDOL]DWLRQ RI WKH UHOHYDQW SLSHOLQH D
SURGXFW FDQGLGDWH GHYHORSHG HLWKHU LQGHSHQGHQWO\ RU LQ SDUWQHUVKLS ZLWK RWKHUV

,/ (YRWHF RU DQ\ RI LWV OLFHQVHHVY EUHDFK RU WHUPLQDWH WKHLU DJUHHPHQWY ZLWK (YRWHI
DQG FRPPHUFLDOL]|DWLRQ DFWLYLWLHYV LQ D WLPHO\ PDQQHU RU WKHUH LV D GLVSXWH DERXW
&RPSDQ\ PD\ KDYH WR GHYHORS LWV RZQ LQWHUQDO VDOHY DQG PDUNHWLQJ FDSDELOLW\ IRU L\
DQG WKH ULJKWV RI LWV OLFHQVHHY ZLOO OLPLW (YRWHEFfV IOH[LELOLW\ LQ FRQVLGHULQJ DOW
VXFFHVVIXOO\ GHYHORS WKHVH DUUDQJHPHQWY RU IDLOXUH E\ (YRWHFfV OLFHQVHHV WR VXFFH
FRPSHWLWLYH DQG WLPHO\ PDQQHU ZLOO KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH FRPPHUFI
WKH H[WHQW SRVVLEOH GHWDLOHG SURMHFW UHSRUWLQJ LV HVYWDEOLVKHG ZLWKLQ (YRWHF DQ

JLOQDQFLDO ULVNYV

5HYHQXH IOXFWXDWLRQV H[WHUQDO HYHQWYV H[SHQGLW®GHWVLPQ RO XRILMAFUHAW ¥RO LHRQW \DR G W
WKH EXVLQHVV HQYLURQPHQW PLJKW QHJDWLYHO\ LPSDFW (YRWHFIEWRRH®K SIRUWH G L X B WU E
SURMHFW\Y. GHWKRPH E®DRWEMHWR EHQHILW ILQDQFLDOO\ IURP KLJK VXFFHVV RU VSHFLILF UH
VXFFHVVIXO DFKLHYHPHQW RI DQ LPSRUWDQW VFLHQWLILF UHVXOW WLPH UHVWULFWLRQ RU U]
VFLHQWLILF UHVHDUFK DQG GHYHORSPHQW 7KHUHIRUH GHVSLWH RXU EHVW HIIRUWV WKHUH L
ODWHU WKDQ SODQQHG ZKLFK PD\ KDYH D QHJDWLYH HIIHFW RQ OLTXLGLW\ DQG PDUJLQ (YRWH
FRQWUDFWV LI WKH SODQQHG FDVK LQIORZV LQ FRQQHFWLRQ ZLWK WKHVH FRQWUDFWV DUH C
VXIILFLHQWO\ IDFWRUHG LQ DQG QHJRWLDWHG ZKHQ WKH FRQWUDFWYV ZHUH FRQFOXGHG

$V RHFHPEHU (YRWHF KDGP%Q FDVK FDVK HTXLYDOHQWY DQG LQYHVWPHQWYV (YRWHF PD\ DG\
RSHUDWLQJ SODQ HYROYHV LQFOXGLQJ WKH SRVVLELOLW\ RI VHHNLQJ DGGLWLRQDO UHVRXUFH
(YHQ WKRXJK WKH &RPSDQ\ EHOLHYHV LWV FXUUHQW OLTXLGLW\ LV DGHTXDWH IRU LWV RSHUI
ILQDQFLDO IOH[LELOLW\ RU WR VXSSRUW VWUDWHJILF LQLWLDWLYHV ,Q WKH ILUVW TXDUWHU R
ICADV ,Q - XQH ( YRMF WP [ODMG WY, -P VHOIRUVHRXUHG LHYROLQ) RHAWIDAOW ) RTRZ LQI AKDQUHY LQ ( YRWR [ LQDOADOSWRILG! WH
IDFLOLW\ ZDV QR ORQJHU DOLJQHG ZLWK WKH FRPSDQ\fV HYROYLQJ IXQGLQJ VWUDWHJI\ $W WK
6DQGR] IRU WKH VDOH RI RI WKH VKDUHV LQ -XVW (YRWHF %LRORJLFV (8 6$6 WRJHWKHU
&RPSDQ\fV OLVXWGRW\LSR SDUWLFXODUO\ LQ OLJKW RI WKH H[SHFWHG GHEW UHSD\PHQW LQ

7RDFWLYHO\ DGGUHVV DQ\ UHODWHG ULVN DQG VDIHJXDUG LWV FDVK SRVLWLRQ (YRWHF KDV G
GHYHORSPHQWYVY DQG ULVNV ,Q IXOO FRPSOLDQFH ZLWK WKH &RPSDQ\TV LQYHVWPHQW DQG ULVI
FDK LQYHWR HOW LV P IMIDMG B\ GYHMI\ LQJ WH @IXIGW DRRW KLIK TXDDW LOWMAKP HQNV RYHU P XOAS®! 1 LQDGROOLQWAMMRQY DQG FROAXRX\O
PRQLWRULQJ FRXQWHUSDUWLHY DQG H[SRVXUHV 2YHUDOO (YRWHF EHOLHYHV LW KDV VXIILFLI
VWUHVVHG FRQGLWLRQV ZLWKRXW LQFXUULQJ XQDFFHSWDEOH ORVVHV RU ULVNLQJ GDPDJH V
DIIHFWHG E\ IOXFWXDWLRQV LQ IRUHLJQ H[FEKPQOERN Q@ H\W PADOQQ\ BDHNEZWIKE WXWBIRS 6

(YRWHF PDQBPXHWMKH YLWNKFORVH PDUNHW PRQLWRULQJ IRUZDUG UDWH DJUHHPHQWY QDWXUDC
+HGJLQJ WUDQVDFWLRQV DUH HQWHUHG LQWR IRU IXWXUH WUDQVDFWLRQV WKDW FDQ EH UHOL]|
PDQDJHPHQW H[FKDQJH UDWH ULVNV FDQQRW EH IXOO\ HOLPLQDWHG GXH WR XQSUHGLFWDEOH F
EH DIIHFWHG E\ IOXFWXDWLRQV LQ IRUHLJQ H[FKDQJH UDWHYVY ZKLFK PD\ KDYH D VLJQLILFDQW L
SHULRG &XUUHQF\ H[FKDQJH PRYHPHQWYVY DOVR LPSDFW (YRWHFYfV UHSRUWHG OLTXLGLW\ L
DSSUR[LPDWRHION\YRWHFfV OLTXLG DVVHWY RU SRXQG VWHUWKR & RE®WRQN XMORV KYDOW K H GRKHIG/ H VR
2QHFHPEHU RI WKH OLTXLGLW\ LV KHOG LQ (85

]
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,QWHUHVW UDPDN DUVWN IURP XQIDYRUDEOH GHYHORSPHQWY LQ PDUNHW LQWHUHVW UDWHYV 7KH
(YRWHFfV YDULDEOH LQWHUHVW EHDULQJ ORDQV DQG OHDGV WR RIGEIRWHRJNOO RPW M UKD/GV YHJ S |
FRQGLWLRQV 7KHUHIRUH WKH LOQOWHUHVW UDWH ULVNV RQ ORDQV FDQ EH FRQVLGHUHG LPPDWH

'HIDXOW URMQWULVH DV D UHVXOW RI D FXVWRPHU GHIDXOWLQJ RQ SD\PHQW 2XU FXVWRPHUV
UHVHDUFK LOQVWLWXWLRQV DQG ODUJHU ELRWHFKQRORJ\ FRPSDQLHV PHDQLQJ WKDW WKH ULVN

7KH &RPSDQ\ UHJXODUO\ PDLQWDLQV FDVK EDODQFHV DW WKLUG SDUW\ ILQDQFLDO LQVWLWXWLF
EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV WR VDIHIJXDUG DQG DOORZ UHDG\ DFFHVV WR WK
LQVROYHQW LQ WKH IXWXUH LQ UHVSRQVH WR ILQDQFLDO FRQGLWLRQV DIIHFWLQJ WKH EDQNLQG
FDVK FDVK HTXLYDOHQWY DQG LQYHVWPHQWY PD\ EH DW ULVN 7KH &RPSDQ\ WKHUHIRUH PRQLW
EDVLV 7KH ULVN DVVRFLDWHG ZLWK ILQDQFLDO FRXQWHUSDUWLHV FDQ EH FRQVLGHUHG ORZ

,Q UHODW SRDQFWRY L WIKHV *URXS LV IUHTXHQWO\ VXEMHFW WR FHUWDLQ SRVW FORVLQJ REOLJDWL
IUDPHZRUNV GHILQHG ZLWKLQ 6KDUH 3XUFKDVH $JUHHPHQWYV 63%V 7R PLWLIJDWH ILQDQFLDO

, LQVXUDQFH WR FRYHU WKH PDMRULW\ RI JHQHUDO UHSUHVHQWDWLRQV DQG ZDUUDQWLHV )}
FRPELQDWLRQ RI ILQDQFLDO DFFUXDOV DQG FRQWUDFWXDO OLDELOLW\ FDSV :KLOH WKH *URXS
'"HFHPEHU FHUWDLQ FRQWLQJHQW OLDELOLWLHVY UHPDLQ EDVHG RQ IXWXUH HYHQWYV 'HVS
HOLPLQDWHG DQG DQ\ VXFFHVVIXO FODLPV H[FHHGLQJ LQVXUDQFH OLPLWV RU H[LVWLQJ SURYL\

/HIDO FRPSOLDQFH ULVNYV

(YRWHF VWULYHV WR DGGUHVV OHJDO ULVNV DV HDUO\ DV SRVVLEOH DQG UHVSRQG SURDFWLYH
YLRODWLRQV

'"HVSLWH (YRWHFYV SURDFWLYH PHDVXUHV WK8LARROIMNQAR [FD @ [BRV H&R RSO HIWWIOY UXRRMH RXW YLR
UHJXODWLRQV $V D UHVXOW (YRWHF LV H[SRVHG WR WKH SRWHQWLDO ULVN WKDW OHJDO DFW|I
FRQVHTXHQFHY )RU PDMRU DQG RU FRPSOH[ WUDQVDFWLRQV (YRWHF SURDFWLYHO\ VHHNV H[WI

TKERPSDQV ERXQG E\ QXPHURXV FRQWUDFWYV ZLWK D KLJK GHJUHH RI VWDQGDUGL]DWLRQ LQ S
VHUYLFHVY 6RPH RI WKH FRQWUDFWY LQ SDUWLFXODU FROODERUDWLRQ DJUHHPHQWYV ZLWK

VWDQGDUGL]DWLRQ &RQWUDFWXDO FODXVHV ZKLFK DIWHU ILQDO QHJRWLDWLRQ ZLWK WKH SDL
OHJDO OLDELOLW\ ULVNV DQG ILQDQFLDO ULVNV 5LVNV PD\ DOVR DULVH LI WKH SDUWLHYV LQV
DGGUHVVHV WKLV ULVN E\ FRQWLQXRXVO\ LQYROYLQJ KLJKO\ VSHFLDOL]HG LQ KRXVH FRPPHUF
GHSDUWPHQWYV VXFK DV %XVLQHVYV 'HYHORSPHQW )LQDQFH DQG $FFRXQWLQJ 2SHUDWLRQV 4.
DGYLVHUV ZKHQ QHHGHG 7KDQNV WR WKLV FXPXODWLYH H[SHUWLVH RI HVYWDEOLVKHG UHYLHZ D
RU PDWHULDO RXW RI FRXUW VHWWOHPHQWY ZLWK FXVWRPHUV LQ WKH SDVW \HDUV VR (YRWH

,W LV SRVVLEOH WKDW WKH &RPSDQ\ ZLOO EH UHVSRQVLEOH IRU SRWHQWLDO SURGXFW OLDELOL
PD\ IDFH DQ HYHQ JUHDWHU ULVN LI DQ\ GUXJ FDQGLGDWH WKDW (YRWHF GHYHORSV LV FRPPHUF
WKDW GUXJ SURGXFWV LW GHYHORSV ZLWK LWV SDUWQHUV FDXVHG LQMXULHV WKH &RPSDQ\ FI
RXWFRPH RI VXFK FODLPV DQ\ OLDELOLW\ FODLPV PD\ UHVXOW LQ H J GHFUHDVHG GHPDQG IRL
RI' UHYHQXHV VLJQLILFDQW WLPH DQG FRVWYV WR GHIHQG WKH UHODWHG OLWLJDWLRQ LQLWLD
VLIQLILFDQW QHJDWLYH PHGLD DWWHQWLRQ (YRWHF LV FRYHUHG E\ OLDELOLW\ LQVXUDQFH EX
UHVXOWV FRXOG EH QHJDWLYHO\ DIIHFWHG E\ SURGXFW OLDELOLW\ FODLPV 2Q RFFDVLRQ ODL
GUXJV RU PHGLFDO WUHDWPHQWY WKDW KDG XQDQWLFLSDWHG DGYHUVH HIIHFWV

(YRWHF DQG LWV SKDUPDFHXWLFDO DQG ELRWHFKQRORJ\ FXVWRPHUV DQG SDUWQHUV DUH VXE
DXWKRULWLHY LQ RWKHU FRXQWULHY IRU WKH GHYHORSPHQW PDQXIDFWXULQJ DQG FRPPHUFLD
LQFOXGH EXW DUH QRW OLPLWHG WR UHVWULFWLRQV RQ WHVWLQJ RQ DQLPDOV DQG KXPDQV |
DQG GLVWULEXWLRQ RI (YRWHFYV RU LWV SDUWQHUVY SURGXFWY ,Q DGGLWLRQ QHZ ODZV DQ
VXEMHFW PD\ FKDQJH LQ WKH IXWXUH DIIHFWLQJ WKH YLDELOLW\ RI PDUNHW HQWU\ IRU QHZ SU
SURMHFWY IRU RXU FXVWRPHUV DQG SDUWQHUYVY WKDW PD\ FRQVHTXHQWO\ EH WHUPLQDWHG DW |

]
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7KHVH UHJXODWRU\ ULVNVY DQG ULVNV DULVLQJ IURP FKDQJLQJ RU VWULFWHU UHJXODWLRQV DUF
HQVXUH WKDW ORRPLQJ FKDQJHV DUH GHWHFWHG LQ WLPH )RU WKLV SXUSRVH (YRWHF DOVR |
DGYLVHUV XQGHU FRQWUDFW 3URYLGHG VXFK FRQQHFWLRQV H[LVW (YRWHF DOVR HQJDJHV LQ
FUHDWH WUDQVSDUHQF\ DQG HQVXUH WKDW LWV UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHV FR

5HIXODWLRQV UHODWHG WR VXVWDLQDELOLW\ DQG HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFI
UHFHQW \HDUV DQG DUH VXEMHFW WR RQJRLQJ GHYHORSPHQW 'XH WR WKH JURZLQJ UHSRUW |
FXUUHQWO\ DSSOLFDEOH &RUSRUDWH 6RFLDO 5HVSRQVLELOLW\ 'LUHFWLYH ,PSOHPHQWDWLRQ
VFRSH RI UHSRUWLQJ LV ODUJH

ORUHRYHU WKH &RUSRUDWH 6XVWDLQDELOLW\ 5HSRUWLQJ 'LUHFWLYH &65' ZDV H[SHFWHG WR
\HDU RQzDUGV 'XH WR FKDQJHV DW WKH (XURSHDQ OHYHO ZLWK WKH 2PQLEXY OHJLVODWLRQ

&65' KDG QRW \HW EHHQ WUDQVSRVHG LQWR *HUPDQ ODZ LQ WKLY LPSOHPHQWDWLRQ LV QF
&65 58* ZLOO EH UHSODFHG

7KH OHJDO XQFHUWDLQWLHYV UHVXOWLQJ IURP WKLY DOVR FDXVH FKDOOHQJHV LQ UHSRUWLQJ D
LQIRUPDWLRQ EXW LV DOVR DVVRFLDWHG ZLWK LQFUHDVHG DGGLWLRQDO ZRUNORDG GXH WR
FRRSHUDWLRQ EHWZHHQ LQWHUQDO IXQFWLRQV DQG ZLWK LW SUHSDUDWLRQ DQG IXUWKHU S|
IURP D FRPSLODWLRQ RI VXVWDLQDELOLW\ GDWD WRZDUG D UHTXLUHPHQWY GULYHQ DSSURDFK
DVVHVVPHQW RI LPSDFWV DQG ULVNV QRZ IRUPV WKH EDVLV IRU GHWHUPLQLQJ PDWHULDO WRSE
UHJXODWRU\ VRFLDO RU RWKHU VFUXWLQ\ RQ RXU SDUW

‘H KDYH SHUIRUPHG WKH GRXEOH PDWHULDOLW\ DQDO\VLY LQ SUHSDUDWLRQ IRU WKH LQWURGX
UHODWLRQVKLSY SURGXFWV DQG VHUYLFHV WR GHWHUPLQH ZKHWKHU WKH\ KDYH SRVLWLYH D
UHOHYDQW VWDNHKROGHUV ,Q WKDW SURFHVV WKH VHYHULW\ OLNHOLKRRG DQG LUUHPHGLDEC
LQFOXGLQJ HIIHFWV RQ WKHLU KXPDQ ULJKWV DUH DQDO\]JHG LQVLGH RXW SHUVSHFWLYH
RSSRUWXQLWLHY LQFOXGLQJ WKRVH GHULYLQJ IURP GHSHQGHQFLHY RQ QDWXUDO KXPDQ DQC
VLWXDWLRQ RI WKH FRPSDQ\ RXWVLGH LQ SHUVSHFWLYH DUH DQDO\]JHG

ORUHRYHU WKH (8 7D[RQRP\ UHJXODWLRQ SRVHV D FKDOOHQJH E\ UHTXLULQJ FRPSDQLHV WR F
REMHFWLYHV DQG GLVFORVLQJ ILQDQFLDO .3,V

,Q DGGLWLRQ WR (YRWHFfV GLVFORVXUH REOLJDWLRQV FRPSOLDQFH ZLWK VXVWDLQDELOLW\
FXVWRPHUV ORUHRYHU VXVWDLQDELOLW\ FRPSOLDQFH LV LQFUHDVLQJO\ D OHJDO REOLJDWLF
GHFLVLRQV PD\ EH LPSDFWHG QHJDWLYHO\ E\ DQ LOQDGHTXDWH (6* UDWLQJ ,I QHIJDWLYH DVVHV
FRXOG KDYH PDWHULDO DGYHUVH HIIHFWV RQ WKH &RPSDQ\TV EXVLQHVV ILQDQFLDO FRQGLWLR
FRPPRQ VWRFN FRXOG GHFOLQH $Q\ IDLOXUH LQ WKLV UHJDUG FRXOG DOVR KDYH D PDWHULDO
VWUDWHILF REMHFWLYHV

(YRWHF FRXQWHUV WKH ULVNV E\ LPSOHPHQWLQJ D ODUJH QXPEHU RI FRXQWHUPHDVXUHV VXF
JLQDQFH 5LVN DQG (6* GHSDUWPHQWYVY H[SDQVLRQ RI FDSDFLWLHV LQWURGXFWLRQ RI QHZ WRI
DQDO\VLV LQWURGXFWLRQ RI D WRRO IRU FRPSODLQWYV IRU KXPDQ ULJKWV YLRODWLRQV DQG LQ

7KH *HUPDQ 6XSSO\ &KDLQ 'XH 'LOLJHQFH $FW 6&''$ /N6* ZDV SDVVHG E\ WKH *HUPDQ 3DUOLDPF
RQZDUGYV 7KLV ODSZRREDWRIVHWSHFW KXPDQ ULJKWV DQG W KHN RMDOIE WARR) B A ®OH P & Q WHOTBXI IDUDLIR\ G-HH
REOLJDWLRQV 2QH RI WKH NH\ HOHPHQWYV RI WKHVH GXH GLOLJHQFH REOLJDWLRQV LV WKH HV!
VA\VWHP LV LQWHQGHG WR LGHQWLI\ SUHYHQW RU PLQLPL]H ULVNV RI KXPDQ ULJKWV YLRODWLR
ERWK WR (YRWHFfV RZQ EXVLQHVV DUHD DQG LWV VXSSO\ FKDLQ

. (YRWHF IDLOV WR FRPSO\ ZLWK WKH *HUPDQ 6XSSO\ &KDLQ 'XH 'LOLJHQFH $FW RU LI VXSHUYL
FRPSOLHG ZLWK LWV GXH GLOLJHQFH REOLJDWLRQV LQ DFFRUGDQFH ZLWK WKLV ODZ WKLV P
SHQDOWLHY DQG ILQHV

(YRWHF DFWV YHU\ SUXGHQWO\ DQG UHVSRQVLEO\ WR SURYH WKDW FOLQLFDO SURGXFW FDQG
UHJXODWRU\ DJHQFLHYRWHKXKILW HEXNQQYNVYVY SURFHVVHV DUH GHVLJQHG WR PHHW WKH KLJKHVW

]
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SURJUDPV DQG GUXJ FDQGLGDWHY LQ GHYHORSPHQW SDUWQHUVKLSYVY LV SDUW RI (YRWHFTV QRQ
WKHUHIRUH KLQJHV XSRQ WKH IXOILOOPHQW RI ERWK WKH &RPSDQ\TV RZQ DQG OHJDO TXDOLW\ \

3DUWV RI RXU RSHUDWLRQV DUH VXEMHFW WR FXUUHQW *RRG ODQXIDFWXULQJ 3UDFWLFH F*03
F*&3 UHTXLUHPHQWYV O5HJXODWRU\ DXWKRULWLHYVY DQG (YRWHFfV FXVWRPHUV PD\ FRQGXFW V
IDFLOLWLHYVY WR PRQLWRU LWV TXDOLW\ VI\VWHP DQG YHULI\ WKDW LW FRPSOLHV ZLWK UHJXODWF
LWV FXVWRPHUV $XGLW ILQGLQJVY WKDW FDQ LPSDFW D SDWLHQWYfV VDIHW\ DUH FODVVLILHG
DIJHQFLHY RU D ORVV RI DSSURYHG VXSSOLHU VWDWXV ZLWK RXU FXVWRPHUV DQG D VXEVHTX
IDFLOLWLHY DOVR UHTXLUH FHUWLILFDWLRQ DQG YDOLGDWLRQ DFWLYLWLHVY WR GHPRQVWUDWH
IDFLOLWLHY DUH VXEMHFW WR UHJXODWRU\ LQVSHFWLRQV E\ WKH QDWLRQDO FRPSHWHQW DXW
$,)$ DQG OLQLVWHU RI +tHDOWK LQ ,WDO\ WKH OHGLFLQHY DQG +HDOWKFDUH SURGXFWV 5HJXOD
FRPSDUDEOH UHJXODWRU\ DXWKRULWLHY LQ RWKHU FRXQWULHV ,I ZH DUH XQDEOH WR UHOLDEC
LQ DFFRUGDQFH ZLWK WKH UHJXODWRU\ UHTXLUHPHQWY ZH PD\ QRW REWDLQ RU PDLQWDLQ WK
UHIJXODWRU\ LQVSHFWLRQV ZKLFK ZRXOG FDXVH VLJQLILFDQW GHOD\V DQG DGGLWLRQDO FRVW
DXWKRULWLHY ,Q DGGLWLRQ DQ\ IDLOXUH RI TXDOLW\ LQ WKH SURGXFW FRXOG FDXVH VLJQLILF
$Q\ IDLOXUH LQ TXDOLW\ ZKLFK FDQ FDXVH GDPDJH WR WKH SDWLHQW PD\ EH VXEMHFW WR FL
FRPSOHWLRQ RI FOLQLFDO WULDOV UHTXLUH EULGJLQJ FOLQLFDO WULDOV RU WKH UHSHWLWLR
DSSURYDO LPSDLU FRPPHUFLDOL]DWLRQ HIIRUWY LQFUHDVH (YRWHFTfV FRVW RI JRRGV DQG K
UHVXOWY RI RSHUDWLRQV DQG JURZWK SURVSHFWYV

‘LWK UHIHUHQFH WR DOO DFWLYLWLHY SHUIRUPHG LQ UHVHDUFK LQ DFFRUGDQFH ZLWK *53 RL
JHQHUDWLRQ RI XQUHOLDEOH GDWD ZLWK FRQVHTXHQW ORVV RI WLPH WR UHSHDW WKH H[SHULF

7R PLQLPL]H SIRMDH@W IUDONV LQ PDQXIDFWXULQJIVDQ®WHMEWY YHWWEBEOLVKHG D TXDOLW\ PDQDJH
WKH 4XDOLW\ $VVXUDQFH RUJDQL]DWLRQ 4XDOLW\ $VVXUDQFH 4% VXEPLWV UHJXODU UHSRL
UHTXLUHPHQWY ,Q DGGLWLRQ 4% LV LQ FKDUJH Rl FRPSOLDQFH PRQLWRULQJ UHYLHZLQJ DQG |
PHDVXUHV )XUWKHU WKH 4XDOLW\ $VVXUDQFH RUJDQL]DWLRQ KDUPRQL]HV SURFHVVHV DFURVYV
LQVXUDQFH F\EHU LQVXUDQFH DQG GHILQHG FRQWUDFWXDO OLDELOLW\ FDSV

,Q WHUPRYRIUQDQFH DQG FRPSOLCRWHFULWMYSRVHG WR D YDULHW\ RI SRWHQWLDO FKDOOHQJHV
YLRODWLRQV LQWHUQDO DQG H[WHUQDO IUDXG GDWD SURWHFWLRQ EUHDFKHV XQODZIXO SXE«
&KDLQ 'XH 'LOLJHQFH $FW 6&''$ /IN6* SURGXFW OLDELOLW\ FRQIOLFWV Rl LQWHUHVW DQG HPH
OHYHO RI VLIJQLILFDQFH DQG SRWHQWLDO LPSDFW RQ WKH &RPSDQ\ DQG KDYH WKH SRWHQWLDO
7R FRXQWHU WKHVH ULVNV (YRWHF DVVHVVHV DQG PRQLWRUV WKHVH ULVNV DQG KDV JXLGHOLGQG
LQ SODFH DQG DUH UHYLHZHG DQG DGDSWHG ZKHUH QHHGHG DLPLQJ WR UHGXFH ULVNV LQ UHVS

(YRWHF{V HPSOR\HHV DUH REOLJHG WR DGKHUH WR WKH &RPSDQ\fV &RGH Rl (WKLFV DQG %X\
&RPSOLDQFH ZLWK LQWHUQDO FRPSDQ\ SROLFLHV LV SDUDPRXQW WR WKH &RPSDQ\JV VXFFHVV [
GHWHFWLRQ Rl SRWHQWLDO ULVNV ,W LV HVVHQWLDO IRU (YRWHF WR HQVXUH WKDW WKH &RPST
HWKLFDO DQG UHVSRQVLEOH PDQQHU (PSOR\HHV DUH H[SHFWHG WR UHSRUW DQ\ LQFLGHQWYV W
&RPSDQ\fV &RGH Rl &RQGXFW WR WKHLU VXSHUYLVRU RU WR WKH &RPSDQ\fV &RPSOLDQFH 211l
SURFHVVHV ZLWK UHJDUG WR LQVLGHU UHJXODWLRQV (YRWHFYV FRUSRUDWH /HIJDO &RPSOLDC
DFWLYLWLHY LQFOXGH UHSRUWLQJ WR WKH ODQDJHPHQW %RDUG DQG WKH 6XSHUYLVRU\ %RDUG
JXLGHOLQHV DQG WUDLQLQJV

7KH IDFW(WRKWWF RSHUDWHYV LQ PDQ\ GLIIHUHQW MXULVGLFWLRQV H[$SRVMBY¥WRRW HR QR UXLEXMROQJ
LQFOXGH OHJLVODWLYH FKDQJHVY ZKHUH DPHQGPHQWV WR WD[ ODZV DQG UHJXODWLRQV LQ FF
FKDQJHV PD\ LQFOXGH DGMXVWPHQWYVY WR FRUSRUDWH WD[ UDWHV LQWURGXFWLRQ RI QHZ WD
DXWKRULWLHYV LV DQRWKHU IDFWRU DV WD[ DXWKRULWLHY PD\ LQWHUSUHW ODZV DQG UHJXODW
ILOLQJV UHVXOWLQJ LQ DGGLWLRQDO WD[ SD\PHQWY DQG OHJDO FRVWVYV $XGLW ULVNV DUH DO
XQFRYHU GLVFUHSDQFLHV RU GLIIHULQJ LQWHUSUHWDWLRQV OHDGLQJ WR UHDVVHVVPHQWY DQ
DOORFDWLRQ RI LQFRPH DQG H[SHQVHYV DPRQJ VXEVLGLDULHVY LPSDFWLQJ RXU RYHUDOO WD][ E
WUHDWLHYVY FDQ OHDG WR GRXEOH WD[DWLRQ ZKHUH WKH VDPH LQFRPH LV WD[HG LQ PXOWLSOH

(YRWHF UHOLHV VI5JQWDFFUWHRRXSSRUW LWV LQQRYDWLRQ DQG'HHHREHRISPH @M B BW LY HWH HY}
Y PLQ 5' WD[ FUHGLWV IRU WKDW \HDU 7KHVH FUHGLWYV FDQ EH VXEMHFW WR FKDQJH EDV

]
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FRXQWULHV ZKHUH ZH RSHUDWH 7KH SRWHQWLDO UHGXFWLRQ RU HOLPLQDWLRQ RI 5" WD[ FUH(
DGYHUVHO\ DIIHFWLQJ (YRWHFYV ILQDQFLDO SHUIRUPDQFH DQG DELOLW\ WR LQYHVW LQ IXWXUFE
OHJLVODWLRQ DPHQGPHQWVY WR WD[ ODZV RU UHIJXODWLRQV WKDW UHGXFH RU HOLPLQDWH 5 '
SROLFLHVY LQ UHVSRQVH WR HFRQRPLF FKDOOHQJHYV LPSDFWLQJ WKH DYDLODELOLW\ RI 5 "' FUHC
WD[ DXWKRULWLHVY FRXOG OHDG WR GLVDOORZDQFH RI FODLPHG FUHGLWV JOREDO RSHUDWLR
RSHUDWH FDQ FUHDWH XQFHUWDLQW\ DQG FRPSOH[LW\ LQ FODLPLQJ 5 ' FUHGLWYV

7R PLWLIJDWH WKHVH ULVNV ZH FRQWLQXRXVO\ WUDFN FKDQJHV LQ WD[ ODZV DQG UHJXODWLRC
FRPPXQLFDWLRQ ZLWK WD[ DXWKRULWLHV WR FODULI\ LQWHUSUHWDWLRQV DQG UHVROYH GLVSX
DQG RSWLPL]H RXU WD[ SRVLWLRQ :H DSSO\ UREXVW LQWHUQDO FRQWUROV DQG FRPSOLDQFH ¢
HITRUWY WKH FRPSOH[LW\ DQG YDULDELOLW\ RI JOREDO WD[ UHIJXODWLRQV PHDQ WKDW VRPH UL

2ZQHUVKLS DQG SDWHQW ULVNV

,/ (YRWHFYV EXVLQHVY DFWLYLWLHV FRQIOLFW ZLWK SDWHQWYV RU RWKHU LQWHOOHFWXDO SURS
OHJDO GLVSXWH $OVR LI (YRWHF EHOLHYHV WKDW LWV SDWHQWY RU RWKHU LQWHOOHFWXDO
PLIKW ILOH ODZVXLWYV 7KHVH DFWLRQV FRXOG KDYH DQ LQIOXHQFH RQ (YRWHFfV ILOQDQFLDO SR

7KH ULVNV DVVRFLDWHG ZLWK LQWHOOHFWXDO SURBWHM®MWEQYR O X GHWWKN \WH RX\R B BIEI RN VIDYD U
JUDQWHG IRU SDUWQHUHG DVVHWYV

'LITHUHQW ULVN VFHQDULRV FRXOG DULVH ZKLFK (YRWHF VXEGLYLGHV LQ WKH IROORZLQJ ULVN
GHYHORS XVH DQG SURWHFW LWV SURSULHWDU\ PHWKRGRORJLHY VRIWZDUH FRPSRVLWLRQV

SURSHUW\ 7R SURWHFW LWV LQWHOOHFWXDO SURSHUW\ SRVLWLRQ (YRWHF SULPDULO\ UHOLH\
DVVLIQPHQWY DQG RWKHU FROQWUDFWXDO DUUDQJHPHQWY WUDGHPDUN UHJLVWUDWLRQV DQG
FHUWDLQ DVSHFWV RI LWV EXVLQHVV DV D ZKROH (YRWHF KDV ILOHG SDWHQW DSSOLFDWLRQV
SLSHOLQH DVVHWYVY SURFHVVHV RU RWKHU WHFKQRORJLHV LQFOXGLQJ PDQXIDFWXULQJ PHWKR(
WKHLU GHYHORSPHQW DVVHWYVY RQ ZKLFK (YRWHF PD\ HDUQ PLOHVWRQHY DQG UR\DOWLHV (YRYV
FXUUHQW RU IXWXUH SLSHOLQH DVVHWY SURFHVVHV RU RWKHU WHFKQRORJLHVY DQG WKHLU XVl
ODWHU EH IRXQG LQYDOLG RU XQHQIRUFHDEOH RU PD\ EH PRGLILHG RU UHYRNHG LQ SURFHHGLC
(XURSH RU RWKHU MXULVGLFW ISRI®RW HRKWMLEB B JIRHUH (R R WHAFIV HL Q W & G CRANFKHXD 6 URBRS HWWD\U\ ULJKWV
OLPLWHG SURWHFWLRQ PD\ EH DYDLODEOH DQG PD\ QRW DGHTXDWHO\ SURWHFW (YRWHFfV UL:
$GGLWLRQDOO\ (YRWHFYfV LQWHOOHFWXDO SURSHUW\ PD\ QRW SURYLGH WKH &RPSDQ\ ZLWK VXI
WHFKQRORJLHVY RU FRPPHUFLDOL]LQJ SLSHOLQH DVVHWV I (YRWHF GRHV QRW DGHTXDWHO\ R
SURSHUW\ DQG SURSULHWDU\ WHFKQRORJ\ FRPSHWLWRUV PD\ EH DEOH WR XVH (YRWHEFfV Sl
DGYDQWDJH (YRWHF PD\ KDYH ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ (YRWHFTV Il

7KH SDWHQW DSSOLFDWLRQ SURFHVV LV VXEMHFW WR QXPHURXV ULVNV DQG XQFHUWDLQWLHYV I
IXWXUH OLFHQVRUV RU SDUWQHUV ZLOO EH VXFFHVVIXO LQ SURVHFXWLQJ REWDLQLQJ SURWE
DSSOLFDWLRQV QHFHVVDU\ RU XVHIXO WR SURWHFW (YRWHFYVY SURSULHWDU\ WHFKQRORJLHV L
JXUWKHUPRUMHW MW SURVHFEFXWILRQDOVRFHMWMHQVLYH DQG WLPH FRQVXPLQJ DQG (YRWHF PD\ QRYV
SURWHFW GHIHQG HQIRUFH RU OLFHQVH DOO QHFHVVDU\ RU GHVLUDEOH SDWHQWYVY RU SDWHQW
LQ DOO SRWHQWLDOO\ UHOHYDQW MXULVGLFWLRQV

7KH SDWHQW SRVLWLRQ Rl SKDUPDFHXWLFDO DQG ELRWHFKQRORJ\ FRPSDQLHV JHQHUDOO\ LV K
KDV EHHQ WKH VXEMHFW RI PXFK OLWLJDWLRQ LQ UHFHQW \HDUV ORUHRYHU WKHUH DUH SHULI
WKH 8QLWHG 6WDWHV DQG LQ LQWHUQDWLRQDO MXULVGLFWLRQV DERXW H\REDI\EQW RQWIL@RY V
LQWHUSUHWDWLRQV RI SDWHQW ODZV PD\ GLPLQLVK WKH YDOXH RI (YRWHFYV LQWHOOHFWXDO
PDWWHU DQG VFRSH RI FODLPV JUDQWHG RU DOORZDEOH LQ SKDUPDFHXWLFDO RU ELRWHFKQRO
DQG FRPPHUFLDO YDOXH RI (YRWHFTV SDWHQW ULJKWYV DUH KLJKO\ XQFHUWDLQ

(YRWHFfV DELOLW\ WR HQIRUFH LWV RZQHG VROHO\ RU MRLQWO\ DQG LQ OLFHQ \DHEG CLDM HQRV
GHWHFW LQIULQJHPHQW PLVDSSURSULDWLRIQVX®KE &RIWKHQWNM DQBWRREWU LOQWHOOHFWXDO SUR!
LQIULQJHUV PLVDSSURSULDWRUVY DQG RWKHU YLRODWRUV ZKR GR QRW DGYHUWLVH WKH FRPSRC
VHUYLFHV ORUHRYHU LW PD\ EH GLIILFXOW RU LPSRVVLEOH WR REWDLQ HYLGHQFH RI LQIULQ

]
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SRWHQWLDO FRPSHWLWRUYV SURGXFW RU VHUYLFH DQG LQ VRPH FDVHV (YRWHF PD\ QRW EH D
XWLOL]JH LW WR VXFFHVVIXOO\ GHPRQVWUDWH LQIULQJHPHQW (YRWHF PD\ QRW SUHYDLO LQ DQ
DZDUGHG LI (YRWHF ZzDV WR SUHYDLO PD\ QRW EH FRPPHUFLDOO\ PHDQLQJIXO ,I DQ\ RI (YRWH
(YRWHFYV SLSHOLQH DVVHWV SURFHVVHV RU RWKHU WHFKQRORJLHV DUH QDUURZHG LQYDOLGD
SDWHQWYVY KHOG E\ WKLUG SDUWLHV FRYHUHG RQH RU PRUH RI (YRWHFfV SLSHOLQH DVVHWYV S|
FRXOG EH KDUPHG RU (YRWHF FRXOG EH UHTXLUHG WR LQFXU VLIJQLILFDQW H[SHQVHV WR SURWH

(YRWHF FXUUHQWO\ KDV ULJKWV WR FHUWDLQ LQWHOOHFWXDO SURSHUW\ WKURXJK LWV RZQHG
ULJKWV UHODWLQJ WR WKH LGHQWLILFDWLRQ DQG GHYHORSPHQW RI LWV SLSHOLQH DVVHWYV

RWKHU WHFKQRORJLHV FRXOG UHTXLUH WKH XVH RI LQWHOOHFWXDO SURSHUW\ DQG RWKHU SUFR
SDUW RQ (YRWHFTV DELOLW\ WR DFTXLUH LQ OLFHQVH RU XVH VXFK LQWHOOHFWXDO SURSHUW\
VSHFLILF IRUPXODWLRQV WR ZRUN HIIHFWLYHO\ DQG HIILFLHQWO\ DQG WKHVH LQWHOOHFWXDO
PD\ XQODEOH WR VHFXUH VXFK OLFHQVHV RU RWKHUZLVH DFTXLD&\RAR R QRYVILAMHLRVHV | IPRIPVNWKR GV GR B
RU RWKHU WKLUG SDUW\ LQWHOOHFWXDO SURSHUW\ ULJKWV WKDW (YRWHF LGHQWLILHV DV QHF
DVVHWYV SURFHVVHV DQG RWKHU WHFKQRORJLHV WKDW (YRWHF PD\ GHYHORS 7KH OLFHQVLQ.
FRPSHWLWLYH DUHD DQG D QXPEHU RI PRUH HVWDEOLVKHG FRPSDQLHVY DUH DOVR SXUVXLQJ V
ULJKWV WKDW (YRWHF RU (YRWHFYV SDUWQHUV PD\ FRQVLGHU DWWUDFWLYH RU QHFHVVDU\ 7
(YRWHF GXH WR WKHLU VL]H FDVK UHVRXUFHV DQG JUHDWHU FOLQLFDO GHYHORSPHQW DQG F
PDWHULDO DGYHUVH HIIHFW RQ (YRWHFYV FRPSHWLWLYH SRVLWLRQ EXVLQHVV ILQDQFLDO FRQC

(YRWHFYV RZQHG VROHO\ RU MRLQWO\ DQG OLFHQVHG SDWHQWY DQG SDWHQW DSSOLFDWLRQ\
LVVXDQFH RI D SDWHQW LV QRW FRQFOXVLYH DV WR LWV LQYHQWRUVKLS VFRSH YDOLGLW\

LQFOXGLQJ OLFHQVHG SDWHQWY DQG SDWHQW DSSOLFDWLRQV PD\ EH FKDOOHQJHG DW D IXWX|
UHYLHZ SRVW JUDQW UHYLHZ RU LQWHUIHUHQFH RUWRWKG ($ VU WL GFIXID GO RG Bl GLR {V R WONF Y X FREWH
SDWHQ@WHKLY RU DQ\ RWKHU SURFHHGLQJ FRXOG UHVXOW LQ WKH XQHQIRUFHDELOLW\ RU LQYD
(YRWHFTV EXVLQHVV ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ (YRWHFTV EXVLQHVYV

(YRWHFQ@R®WN EH DZDUH RI DOO WKLUG SDUW\ LQWEHRWHRWXDO GBURISEGDWAL QUL WKRVYWYVY DVVHWYV 3X
VFLHQWLILF OLWHUDWXUH RIWHQ ODJ EHKLQG WKH DFWXDO GLVFRYHULHV DQG SDWHQW DSSO
SXEOLVKHG XQWLO DSSUR[LPDWHO\ PRQWKY DIWHU ILOLQJ RU LQ VRPH FDVHV QRW XQWLO VX
WKH ILUVW WR PDNH WKH LQYHQWLRQV FRYHUHG E\ HDFK RI (YRWHFfV SHQGLQJ SDWHQW DSS¢
DSSOLFDWLRQV IRU WKHVH LQYHQWLRQV 7R GHWHUPLQH WKH SULRULW\ RI WKHVH LQYHQWLRQV
SURFHHGLQJV RU RWKHU SRVW JUDQW SURFHHGLQJVY GHFODUHG E\ WKH 8QLWHG 6WDWHYV 3DWHC
QRQ 86 MXULVGLFWLRQV H J ZLWKLQ WKH MXULVGLFWLRQ RI WKH 3HXWVFKHYV 3DWHQW XQG OI
UHVXOW LQ VXEVWDQWLDO FRVW WR (YRWHF DQG WKH ORVV RI YDOXDEOH SDWHQW SURWHFWLI
JLYHQ WKDW RWKHU SDWHQW DSSOLFDWLRQV ZLOO QRW KDYH SULRULW\ RYHU (YRWHFfV SDWH
6WDWHY DOORZ IRU YDULRXV SRVW JUDQW RSSRVLWLRQ SURFHHGLQJV WKDW KDYH QRW EHH
JXUWKHUPRUH LI WKLUG SDUWLHY EULQJ WKHVH SURFHHGLQJV DJDLQVW (YRWHFfV SDWHQWYV U
(YRWHF LV VXFFHVVIXO (YRWHF FRXOG H[SHULHQFH VLJQLILFDQW FRVWY DQG (YRWHFfV PDQDJt}
PDWHULDO DGYHUVH HIIHFW RQ WKH &RPSDQ\TV EXVLQHVYV ILQDQFLDO FRQGLWLRQ UHVXOWYV RI

(YRWHFYV FRPPHUFLDO VXFFHVV GHSHQGV LQ SDUW RQ LWV DELOLW\ DQG WKH DELOLW\ RI IXWX
DQG XVH (YRWHETV DVVHWV DQG WHFKQRORJLHV ZLWKRXW LQIULQJLQJ PLVDSSURSULDWLQJ RU
7KHUH LV D VXEVWDQWLDO DPRXQW RI OLWLJDWLRQ LQYROYLQJ SDWHQWY DQG RWKHU LQWH
DGPLQLVWUDWLYH SURFHHGLQJV IRU FKDOOHQJLQJ SDWHQWY LQFOXGLQJ LQWHUIHUHQFH GHL
SURFHHGLQJV EHIRUH WKH 86372 RU RSSRVLWLRQV DQG RWKHU FRPSDUDEOH SURFHHGLQJV LQ
ZLWIKWXUH OLWLIJDWLRQ EXWKILQBG STDWMQAWVWRU RWKHU LQWHOOHFWXDO SURSHUW\ ULJKWV DOOH
VRIWZDUH DQG RU WHFKQRORJLHV LQIULQJH PLVDSSURSULDWH RU RWKHUZLVH YLRODWH WKHLU

3DWHQWYV KDYH D OLPLWRWGWOLQHWWBID@DWLRQDO MXULVGLFWLRQV SURYLGH D \HDU QRPLQDO
UHJXODU RIWHQ DQQXDO DQQXLWLHV WR PDLQWDLQ SHQGHQF\ Rl DQ DSSOLFDWLRQ RU YLDELO
WKH H[WHQVLRQ RI D SDWHQW WHUP PD\ EH DYDLODEOH EXW HYHQ ZLWK VXFK H[WHQVLRQV WK
LI SDWHQWYV FRYHULQJ (YRWHFfV RU LWV SDUWQHUVY DVVHWY SURFHVVHV DQG RWKHU WHFKQ]
(YRWHF PD\ EH VXEMHFW WR FRPSHWLWLRQ IURP WKLUG SDUWLHV WKDW FDQ WKHQ XVH WKH LQ
WHFKQRORJLHV $Q\ RI WKH IRUHJRLQJ FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ (YRWHF?

]
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RSHUDWLRQV DQG SURVSHFWV

+5 ULVNYV

,Q (YRWHF FRQWLQXHG WR RSHUDWH LQ D G\QDPLF HQYLURQPHQW DPLG RUJDQL]DWLRQDO \
RI WKH &RPSDQ\fV VWUDWHJILF UHYLHZ 7KHVH GHYHORSPHQWY UHTXLUHG IXUWKHU DOLJQPHQW
DSSURDFK WR HQVXUH ORQJ WHUP FRPSHWLWLYHQHVYV DQG VFDODELOLW\

7KH WUDQVIRUPDWLRQ DQG FRVW GLVFLSOLQH PHDVXUHYVY FRPELQHG ZLWK FKDQJHV LQ OHDGHU
ULVN RI DWWULWLRQ SDUWLFXODUO\ DPRQJ FULWLFDO WDOHQW VHIJPHQWY 7KH SRWHQWLDO C
VWUDWHJILF SULRULWLHY PDLQWDLQ RSHUDWLRQDO FRQWLQXLW\ DQG GHOLYHU RQ LQQRYDWLRC

7R PLWLJDWH WKLV ULVN (YRWHF KDV VWUHQJWKHQHG LWV JOREDO +5 RSHUDWLQJ PRGHO Zl
2UJDQL]DWLRQDO 'HYHORSPHQW *OREDO :RUNIRUFH 6ROXWLRQV DQG 'LJLWDOL]DWLRQ DQG 7F
JOREDO HPSOR\BEB G ARDNWHBQYFRXQFLO PDQDJHPHQW WR HQVXUH DOLJQPHQW DQG VWDELOLW\ DI

.H\ PLWLIJDWLRQ DFWLRQV LQFOXGHG

+'HVLJQHG DQG LPSOHPHQWHG D QHZ 7DUJHW 2SHUDWLQJ ORGHO DW &(2 DQG &(2 OHYHOV UH
PL[ R LQWHUQDO DQG H[WHUQDO WDOHQW WR EXVLQHVV FULWLFDO SRVLWLRQV WR VWUHQJWKH#
+ QWURGXFHG SUDFWLFDO RUJDQL]DWLRQ GHVLJQ SULQFLSOHV DQG WRROV HQDEOLQJ OHDGHU
RZQHUVKLS DQG VWUHQJWKHQ DFFRXQWDELOLW\ DQG JRYHUQDQFH

'"HILQHG DQG UROOHG RXW OHDGHUVKLS FRPSHWHQFLHYV DOLJQHG ZLWK WKH FRPSDQ\fV UHYLVH
'"HYHORSHG D WKUHH \HDU 3HRSOH 6WUDWHJ\ WKURXJK D EURDG FR FUHDWLRQ SURFHVV LQYRO
QHZ EXVLQHVV VWUDWHJ\ DQG VHUYLQJ DV D JXLGLQJ IUDPHZRUN WR VWUHQJWKHQ FXOWXUH F
+/DLG WKH IRXQGDWLRQ IRU VWUXFWXUHG 7DOHQW ODQDJHPHQW E\ FODULI\LQJ WKH GHILQL\
FRPSHWHQFLHVY SRWHQWLDO FULWHULD DQG FULWLFDO UROHV DQG FUHDWLQJ WKH EDVLV IRU
+$GYDQFHG SHRSOH DQDO\WLFV DQG GLJLWDO +5 VROXWLRQV WR LPSURYH GDWD GULYHQ GHFLV|
+&RQWLQXHG HPSOR\HH IHHGEDFN PHFKDQLVPV LQFOXGLQJ HQJDJHPHQW VXUYH\V
+6WUHQJWKHQHG JOREDO WDOHQW DFTXLVLWLRQ SURDFWLYH SLSHOLQLQJ LQFOXGLQJ SURFHV\
EUDQGLQJ WR VHFXUH FULWLFDO VFLHQWLILF WHFKQLFDO DQG OHDGHUVKLS FDSDELOLWLHYV

+
+

&RPSHWLWLYH ODERU PDUNHWY OLPLWHG DYDLODELOLW\ RI VSHFLDOL]J]HG VFLHQWLILF DQG WH
DIlIHFWLQJ UHFUXLWPHQW WLPHOLQHV SDUWLFXODUO\ IRU OHDGHUVKLS DQG KLJKO\ VSHFLDOL]H

7TKURXJK LWV *OREDO 7DOHQW $FTXLVLWLRQ IXQFWLRQ WKH &RPSDQ\ FRQWLQXRXVO\ PRQLWHF
VRXUFLQJ VWUDWHJILHY H[SDQGLQJ JOREDO WDOHQW SLSHOLQHV DQG VWUHQJWKHQLQJ LWV HF
WKH VXFFHVVIXO H[HFXWLRQ RI LWV VWUDWHJ\

,QIRUPDWLRQ WHFKQRORJ\ ULVNV

(YRWHF FROOHFWY DQG PDLQWDLQV LQIRUPDWLRQ LQ GLJLWDO IRUP WKDW LV QHFHVVDU\ WR
3DQ2PLFV 3DQ+XQWHU - '(6,*1 DQG L36&" EDVHG GUXJ GLVFRYHU\ SODWIRUPV DQG (YRWHF LV K
,Q WKH RUGLQDU\ FRXUVH RI (YRWHFfV EXVLQHVV WKH &RPSDQ\ FROOHFWY VWRUHV DQG WI
LOWHOOHFWXDO SURSHUW\ SURSULHWDU\ EXVLQHVV LQIRUPDWLRQ KXPDQ VDPSOHV DQG SHU
LQIRUPDWLRQ WHFKQRORJ\ LQIUDVWUXFWXUH DQG DV D UHVXOW VHYHUDO WKLUG SDUW\ YHQGR

7R SURWHFW\PHIDLIWWDFNV DQG RYERWHPEDPHY KRVW EDVHG QHWZRUN EDVHG FORXG EDVHG DQ
(QGSRLQW 'HWHFWLRQ DQG 5HVSRQVH 3('5" SURJUDPV ILUHZDOOV DW UHOHYDQW LQWHUFR
,QIRUPDWLRQ DQG (YHQW ODQDJHPHQW 36,(0° WR FRUUHODWH DQG GHWHFW FRPSOH[ DWWDFNV
QHZ YHUVLRQV RU SDWFKHV WKDW SURYLGH EHWWHU VHFXUHG DFFHVV DQG KLJKHU SURWHFWLF
FDQ QR ORQJHU EH XSGDWHG IRU WHFKQLFDO UHDVRQV H J ODFN RI WHFKQLFDO VXSSRUW D
DGGLWLRQ WKH UHOHYDQW HPSOR\HHV H J LQ WKH ILQDQFH DQG ,7 GHSDUWPHQWY DUH WUI
DWWDFNV %HVLGHV WKHVH SUHYHQWLYH PHDVXUHV (YRWHF DOVR PDLQWDLQV DQ DURXQG WKH
LQFLGHQWY FDQ EH GHWHFWHG DQG DGGUHVVHG ZLWKRXW XQGXH GHOD\V

]
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(YRWHFTV LQIRUPDWLRQ WHFKQRORJ\ VIVWHPVY LQFOXGLQJ LWV LQWHUQDO FRPSXWHU V\VWHPV
WKH &RPSDQ\ ZDV WKH YLFWLP RI D UDQVRPZDUH LQFLGHQW LQ ZKLFK PD\ FRQWLQXH WR LF
&RPSDQ\fV RSHUDWLRQV LQ SUHYLRXV \HDUV DQG LQGLUHFW ORQJ WHUP HIIHFWV PD\ \HW FRQW
PD\ DGYHUVHO\ DIIHFW WKH &RPSDQ\fV UHVXOWYV RI RSHUDWLRQV FDVK IORZV DQG ILQDQFLD(
VHEXULW\ PHDVXUHY VLQFH WKH LQFLGHQW DQG FRQWLQXHV WR LQYHVW LQ IXUWKHU VWUHQJWk

$V D UHVXOW RI WKH UDQVRPZD UH BLHF VGIHF G WL VO G (DELGBRIBMMIRQ VWRUHG RQ RXU QHWZRUNV PD\
GLVFORVHG DQG SHUPDQHQWO\ ORVW $Q\ VXFK EUHDFK RU RWKHU ORVV Rl LQIRUPDWLRQ FRXO
SURWHFW WKH SULYDF\ Rl SHUVRQDO LQIRUPDWLRQ DV ZHOO DV UHJXODWRU\ SHQDOWLHV (YR
RWKHUZLVH EUHDFK LWV VIVWHPV ZLWKRXW DXWKRUL]JDWLRQ LQ WKH IXWXUH 6XFK XQDXWKRUL
UHVXOWVY Rl RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ :KLOH (YRWHF LV FRPPLWWHG WR SUHYF
WKHUH ZLOO QRW EH IXWXUH F\EHU VHFXULW\ LQFLGHQWY RU YXOQHUDELOLWLHYV

JXUWKHUPRUH EHFDXVH WKH WHFKQLTXHV XVHG WR REWDLQ XQDXWKRUL]JHG DFFHVV WR RU WR
XQWLO ODXQFKHG DJDLQVW D WDUJHW (YRWHF PD\ EH XQDEOH WR DQWLFLSDWH WKHVH WHFKQL
WKH IXWXUH DV ZHOO /LNH PDQ\ RUJDQL]DWLRQV (YRWHF PD\ H[SHULHQFH VHFXULW\ EUHDFKH
PDWHULDO V\VWHP IDLOXUH DFFLGHQW RU VHFXULW\ EUHDFK ZHUH WR RFFXU DQG FDXVH LQWH!
PDWHULDO GLVUXSWLRQ RI (YRWHFYV GHYHORSPHQW SURJUDPV DQG WKH &RPSDQ\TV EXVLQHVYV
RWKHU SURSULHWDU\ LQIRUPDWLRQ RU RWKHU VLPLODU GLVUXSWLRQV $Q\ VXFK EUHDFK ORVV
LQ FRQQHFWLRQ ZLWK 3DQ+XQWHU PD\ DOVR VXEMHFW (YRWHF WR FLYLO ILQHVY DQG SHQDOWLH
LQ D ORVV RI RU GDPDJH WR GDWD RU DSSOLFDWLRQV RU LQDSSURSULDWH GLVFORVXUH RI F
FRVWV RU OLDELOLW\ (YRWHFYV FRPSHWLWLYH SRVLWLRQ FRXOG EH KDUPHG DQG WKH IXUWKH
FDQGLGDWHY FRXOG EH GHOD\HG

7R PLQLPLJHLWNKHI ORVLQURGMHFDFRQWLQXHYV WR LQYHVW LQ WKH GHYHORSPHQW RI D QHZ DQG P|
EHVW SUDFWLFHYV LQ &\EHU ,7 VHEXULW\ ,Q DGGLWLRQ WR WHFKQLFDO PHDVXUHV VWUXFWXUI
, 7 6HFXULW\ WR FRQWLQXRXVO\ UHYLHZ DQG LPSURYH VHFXULW\ $ZDUHQHVV FDPSDLJQV DUH
PHDVXUHVY UHGXFH WKH HIIHFW RI KD]DUGV VXFK DV QDWXUDO GLVDVWHUV SRZHU IDLOXUHV
UHDVRQDEO\ SRVVLEOH $V D UHVXOW RI WKH UDQVRPZDUH DWWDFN RQ $SULO DOO VHF’
HQKDQFHG ZLWK RXWVLGH FRQVXOWDQWY DQG VHFXULW\ H[SHUWV DV SDUW RI WKH UHFRYHU\ IL
LWV VHEXULW\ PHDVXUHYVY DQG SUHFDXWLRQV 1HYHUWKHOHVV WKHUH LV QR DVVXUDQFH WKDW
KDYH D PDWHULDO DGYHUVH HIITHFW RQ XV LQ WKH IXWXUH

&RPSOLDQFH ZLWK FRUSRUDWGDIXD G HOWHJIHM W H D Q & KSQBRWRGWR. RGEJXODWH WKH DVVLIQPHQW RI L
7KH &RPSDQ\ SHUIRUPVY UHJXODU ,7 ULVN DVVHVVPHQWY WR LGHQWLI\ DQG UHFWLI\ ZHDNQHVVH\
RQ D UHJXODU EDVLV DQG GHFLGHV RQ WKH LPSOHPHQWDWLRQ DQG KDQGOLQJ RI PLWLIJDWLRQ
DQG WKH 6XSHUYLVRU\ %RDUG

7KH ULVNV QDPHG DERYH DUH JLYHQ WKH KLJKHVW SULRULW\ UHJDUGOHVV RI WKH IDFW WKDW !
FDXVH

&RQVLGHULQJ WKH VLJQLILFDQWO\ *HSB QD6 GDWDI XURWHEQM XK@ GHUXODWLRQ 3*'35° DQG RWKH!
(YRWHF SHUPDQHQWO\ UHYLHZV WKH KDQGOLQJ Rl UHOHYDQW LQWHUQDO DQG H[WHUQDO GDWD
ZLWK WKH *'35 DQG WKH DSSOLFDEOH QDWLRQDO GDWD SURWHFWLRQ ODZV RI WKH (XURSHDQ 8Q
FRPSO\ ZLWK WKHVH ODZV LW PD\ OHDG WR UHJXODWRU\ HQIRUFHPHQW DFWLRQV RU RWKHU DC
GHOD\ (YRWHFYV GHYHORSPHQW DFWLYLWLHYV DQG DGYHUVHO\ DIIHFW WKH &RPSDQ\fV EXVLQHV

(YRWHF PXVW FRPSO\ ZLWK *'35 DQG 8. *'35 DV ZHOO DV ZLWK QDWLRQDO GDWD SURWHFWLRQ GH
ORUHRYHU QHZ RU HQKDQFHG SULYDF\ DQG GDWD VHFXULW\ ODZV LQ MXULVGLFWLRQV RXWVLGH
DQG ULVNV 7KH (8 86 'DWD 3ULYDF\ )UDPHZRUN 3'3)" HITHFWLYH -XO\ HVWDEOLVKHV VDI

VWDQGDUGYV IRU FRPSDQLHY WKDW MRLQ WKH '3) :KLOH FHUWLILFDWLRQ XQGHU WKH '3) PD\ O
GHFLVLRQ LV FRQVLGHUHG ORZ WKRXJK IXWXUH FKDOOHQJHVY WR WKH IUDPHZRUN UHPDLQ D KLJ

]
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BULYDF\ DQG GDWD VHFXULW\ ODZV LQFOXGLQJ WKH *'35 DUH UDSLGO\ HYROYLQJ ZLWK VI
LQWHUSUHWDWLRQ 7(HS$DGR®QWLROQRMURIKFHY QHZ REOLJDWLRQV IRU RUJDQL]DWLRQV XVLQJ $,
VDIHIJXDUGV (QVXULQJ DGKHUHQFH WR WKHVH ODZV DQG UHJXODWLRQV PD\ LPSRVH VLJQLILFD
(YRWHF

(YRWHF KDV GHILQHG URXWLQHY DQG LQVWDOOHG LQWHUQDO DQG HIWHUQDO FRQWDFW SHUVRQ'

2SHUDWLRQDO ULVNYV

(YRWHFIV RSHUDWLQJ DFWLYLWLHV H[SRVH WKH &RPSDQ\ WR D ZLGH UDQJH Rl KHDOWK VDIHW\
LQ FKHPLFDO FRQWURO LQGXVWULDO K\JLHQH FHQWUDO ULVN DVVHVVPHQWY DQG KHDOWK VXU
WR DGGUHVV WKHVH ULVNV SURDFWLYHO\ HVWDEOLVKLQJ PHDVXUDEOH WDUJHWYV IRU 7K
VWUHQJWKHQHG RSHUDWLRQDO ULVN PDQDJHPHQW WKURXJK )/&$ DQG QHZ PROHFXOH RQERDU!
HPHUJLQJ SURMHFWV $ QHZ GLJLWDOL]DWLRQ LQLWLDWLYH EULQJV WKHVH HOHPHQWYV WRJHWK
KHDOWK VXUYHLOODQFH DQG ZHOOEHLQJ 7KURXJK VWUHQJWKHQHG JRYHUQDQFH V\VWHP KDUP
SURDFWLYH (+6 IUDPHZRUN WR LGHQWLI\ DQG PDQDJH RXU ULVNV ZKLOH DOLJQLQJ WR UHJIXO
KHDOWK VDIHW\ DQG HQYLURQPHQWDO PDQDJHPHQW

(YRWHFYV EXVLQHVY GHSHQGY RQ D UHOLDEOH VXSSO\ Rl YDULRXV PDWHULDOV IRU LWV ODERUTL
ZLWK VKRUW OHDG WLPHV DUH XQDYRLGDEOH VR WKDW GHOLYHU\ ERWWOHQHFNV FDQ OHDG WR
(YRWHFYV FDSDFLW\ SODQQLQJ DQG ILQDQFLDO SHUIRUPDQFH 3ULFH LQFUHDVHV IRU ODERUD
UHSUHVHQW DQ RQJRLQJ ILQDQFLDO ULVN ,Q LQFUHDVLQJ JHRSROLWLFDO IUDJPHQWDWLRQ
FHUWDLQ UHJLRQV IXUWKHU FRQWULEXWHG WR KLJKHU FRVWV DQG LQFUHDVHG FRPSOH[LW\ |
HTXLSPHQW DQG PDWHULDOV (WRKMHRFR ®RRWHJPDRHYDWRUD WILRQ ZLWK VXSSOLHUV PXOWL VRXUFL
DQG FORVH FRRUGLQDWLRQ ZLWK RSHUDWLRQDO IXQFWLRQV +RZHYHU UHJXODWRU\ DQG TXDC
VKRUW WHUP SDUWLFXODUO\ IRU UHJXODWHG RI VLQJOH VRXUFH PDWHULDOV ,Q WKH FRQWH[W
ZLWK LPSDFWV VXFK DV GLVUXSWLRQV WR WUDQVLW YLD WKH 6WUDLW RI +RUPX] (YRWHF IDFHV
SULFHV VLQFH DERXW RQH WKLUG RI WKH JDV DQG RLO LV WUDQVSRUWHG YLD WKDW URXWH DQ
DQG DYDLODELOLW\ RI PDWHULDOV DQG JRRGV 1HYHUWKHOGBXM WWRK D Q VN K@YV RI HW K H DWLHEGX B |
SURFXUHPHQW PDUNHWYVY SDUW L FDHOYDIWEW KW K #H HQ HUWR FPOUHPHVQ W PDUNHWY UHPDLQ VHQVLWLYH
DQG VXSSO\ GLVUXSWLRQV RI IXUWKHU FRVWV FDQQRW EH H[FOXGHG

JRU WKH RSHUDWLRQ RI (YRWHFYV FRPSOH[ JOREDO EXVLQHVV WKH &RPSDQ\ KDV RSWHG IRU D
GLIIHUHQW EXVLQHVV SURFHVVHVY DQG FRQQHFWY WKH YDULRXV V\VWHPV XVLQJ PLGGOHZDUH
EXVLQHVV SURFHVVHY DQG D KLJK GHJUHH RI DFFXUDF\ ,Q WKH SDVW DFTXLVLWLRQV DQG LQ K
WKDW GLG QRW DOZD\V VXSSRUW WKLV DSSURDFK $ KHWHURJHQHRXV SURFHVV ODQGVFDSH FC
GHJUHH RI ODERU LQWHQVLYH PDQXDO ZRUN ZKLFK LQFUHDVHV WKH SURFHVV ULVN RI HUURU
VXVWDLQDEOH DXWRPDWLRQ DQG GLJLWDOL]DWLRQ RI EXVLQHVYVY SURFHVVHVY 7KH LPSOHPHQWD
ZLWK FHUWDLQ ULVNV )DLOXUH WR LQWHJUDWH SURSHUO\ ZLWK RWKHU V\VWHPV (YRWHF XVHV
KDYH D QHJDWLYH LPSDFW RQ WKH &RPSDQ\fV EXVLQHVV DFWLYLWLHY DQG WKH HIITHFWLYHQHVYV

,Q WKH HYHQW RI EUHDNGRZQV LQ RSHUDWLRQV DQG GLVUXSWLYH PDMRU GLVDVWHUV WKDW UH)
GDPDJHV DQG RU LQWHUUXSWLRQV WR WKH RSHUDWLRQV RI NH\ VXSSOLHUV (YRWHF PD\ EH IR
DFWLYLWLHY ,Q HDFK FDVH WKHUH LV D SRWHQWLDO ULVN WKDW WKH &RPSDQ\TV ILQDQFLDO S
WKH WLPHO\ DQG SURSHU H[HFXWLRQ RI UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHV PD\ EH LPS
RI SURGXFWLRQ HTXLSPHQW ,Q FDVH RI PDMRU XQIRUHVHHDEOH GLVDVWHUV VXFK DV H[WUHPH 2
86 (YRWHF PD\ VXIIHU ORVV RI EXVLQHVVY GXH WR WKH LQDELOLW\ WR H[HFXWH FRQWUDFWYVY DQ
HYHQWV (YRWHF KDV FUHDWHG EXVLQHVV FRQWLQXLW\ SODQV DV ZHOO DV GLVDVWHU UHFRYHU!
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12214670+6+'5 4'2146

,Q DGGLWLRQ WR SRVVLEOH ULVNV (YRWHF DOVR LGHQWLILHY DQG HYDOXDWHV RSSRUWXQLWLH
RSSRUWXQLWLHY DUH GHVFULEHG EHORZ

%LRWHFKQRORJ\ KDV HPHUJHG DV RQH Rl WKH NH\ WHFKQRORJLHV RI WKH VW FHQWXU\ $FFRU
SURGXFWLRQ RI LQQRYDWLYH GUXJV LV VHW WR LQFUHDVH DJDLQ LQ WKH VKRUW WHUP RIIHU
FUXFLDO UROH SOD\HG E\ WKH ELRWHFKQRORJ\ LQGXVWU\ LQ GHYHORSLQJ YDFFLQHV DJDLQVW
KHDOWK FKDOOHQJHV $VLGH IURP WKH &29," SDQGHPLF WKH ELRSKDUPDFHXWLFDO LQGXVWU
QXPEHU RI GLVHDVHV FXUUHQWO\ GHHPHG XQWUHDWDEOH )XUWKHUPRUH WKH GHPRJUDSKLF V
FKURQLF GLVHDVH DQG VLJQLILFDQW XQPHW QHHGV LQ QXPHURXV GLVHDVHV XQGHUVFRUHV WKH

7KH H[SDQGLQJ QHHG IRU LQQRYDWLYH PHGLFLQHYVY DV ZHOO DV WKH FRQWLQXHG JURZWK RI WK
(YRWHF DFURVV WKH GUXJ GLVFRYHU\ DQG GHYHORSPHQW FRQWLQXXP

&KDOOHQJHV REVHUYHG LQ WKH SDVW GHFDGH UHVXOWHG LQ GHYHORSPHQWY RI QHZ DSSURDEFK
VLIJQLILFDQW RSSRUWXQLWLHYV IRU FRPSDQLHV ZLWK GLIIHUHQWLDWHG RIIHULQJV VXFK DV (YRW
KHLIKWHQHG FRPSHWLWLRQ DQG FRVW SUHVVXUHV DOO RI ZKLFK KDYH DGYHUVHO\ DIIHFWHG W
XQGHUVFRUHV WKH FUXFLDO UROH RI HIWHUQDO LQQRYDWLRQ DV D NH\ GULYHU IRU SRVLWLY
LQGLFDWHV WKDW WKH H[SHFWHG VKDUH RI GLVFRYHU\ RXWVRXUFLQJ ZLOO FRQWLQXH WR JURZ
DFTXLUH QHZ FXVWRPHUV RU H[SDQG H[LVWLQJ SDUWQHUVKLSY LQ WKH IXWXUH 7KLV DSSURDI
FRQWULEXWHV WR LPSURYHG RSHUDWLRQDO HIILFLHQF\ 2XWVRXUFLQJ DOORZV FRPSDQLHV WR |
$GGLWLRQDOO\ LW HQDEOHV ULVN VKDULQJ DQG SURYLGHV DFFHVV WR VSHFLDOL]JHG H[SHUWLVI

(YRWHF LV LQ D SRVLWLRQ WR OHYHUDJH WKHVH PDUNHW RSSRUWXQLWLHY DQG WKHUHIRUH SX
JHQHUDWLQJ IXWXUH EXVLQHVV RSSRUWXQLWLHV (YRWHF LV D SURYLGHU RI KLJK TXDOLW\ GL
H[FHOOHQW UHSXWDWLRQ LQ WKH PDUNHW GHYHORSHG RYHU WKH \HDUV UHSUHVHQWYV D JUH
EXVLQHVV (YRWHF KDV VLJQLILFDQW RSSRUWXQLWLHV WR XQORFN QHZ EXVLQHVV SRWHQWLD
H[SDQGLQJ DQG HQKDQFLQJ LWV WHFKQRORJLFDO FDSDELOLWLHV WKH &RPSDQ\ FDQ DFWLYH
FRQVLVWHQWO\ KLJK TXDOLW\ RI LWV SURGXFWV DQG VHUYLFHV (YRWHFYV ZHOO HVWDEOLVKH
VWUHDPV DQG SURYLGH D VROLG IRXQGDWLRQ DQG RSSRUWXQLW\ IRU IXUWKHU JURZWK 7KH &R
H[LVWLQJ SDUWQHUVKLSV ZKLOH VLPXOWDQHRXVO\ HVWDEOLVKLQJ QHZ EXVLQHVV UHODWLRQ
LQWHUQDWLRQDOO\ UHQRZQHG FOLHQWY XQGHUVFRUH LWV TXDOLW\ DQG LQQRYDWLRQ FDSDE
YXUWKHUPRUH (YRWHF LV ZHOO SRVLWLRQHG WR FDSLWDOL]JH RQ FXUUHQW LQGXVWU\ WUHQG\
GHPDQG IRU ELRWKHUDSHXWLFV DQG WKH JURZLQJ QHHG IRU ,1' HQDEOLQJ VHUYLFHV :LWK LWV
WR WDNH DGYDQWDJH RI WKHVH RSSRUWXQLWLHV DQG IXUWKHU H[SDQG LWV PDUNHW SRVLWLF
DGYDQFH LWV VWUDWHJILF DQG ILQDQFLDO JRDOV DQG HVWDEOLVK LWVHOI DV D OHDGLQJ SOD\H!

7KH ELRWHFKQRORJ\ VHFWRU LV XQGHUJRLQJ D WUDQVIRUPDWLYH VKLIW ZLWK WKH LQWHJUDWI
WHFKQRORJLHY &RPSDQLHV DW WKH IRUHIURQW RI WKLV FRQYHUJHQFH DUH XQLTXHO\ SRVLW
LOQQRYDWLYH WKHUDSHXWLFV %\ HVWDEOLVKLQJ D OHDGHUVKLS UROH LQ WKLV GRPDLQ D E
SDUWQHUVKLSY DQG FUHDWH ORQJ WHUP YDOXH :H EHOLHYH ZH KDYH SRVLWLRQHG RXUVHOYH\
$, SRZHUHG GDWD GULYHQ DSSURDFKHV DQG VWDWH RI WKH DUW WHFKQRORJLHV ([HPSODU\

SODWIRUP DQG RXU L36& SODWIRUP XQLTXHO\ LQWHJUDWHG ZLWK RWKHU FRUH WHFKQRORJLH
/IRRNLQJ DKHDG ZH VHH WZR NH\ RSSRUWXQLWLHY WR EHQHILW IURP WHFKQRORJLFDO WUDQVIR
RXU H[LVWLQJ WHFKQRORJLHYVY GULYLQJ JUHDWHU FRVW HIIHFWLYHQHVYV DQG HIILFLHQF\ 6HFRQ
GHYHORSLQJ UREXVW $, 0/ PRGHOV WKH GHPDQG IRU VXFK GDWD ZLOO JURZ 7KLV FUHDWHYV VL.
SDUWQHUVKLSVY IXUWKHU VWUHQJWKHQLQJ RXU SRVLWLRQ LQ WKH LQGXVWU\ %H\RQG WKHVH
GLVFRYHU\ RQ WKH HQWLUH SKDUPDFHXWLFDO HFRV\VWHP 7KH LQWHJUDWLRQ RI SUHGLFWLYH F
WDUJHW LGHQWLILFDWLRQ VWUHDPOLQH OHDG RSWLPLIDWLRQ DQG UHGXFH SUHFOLQLFDO GHYH
DQG PRUH VXVWDLQDEOH UHGXFLQJ WLPH LQ WKH ODE PLQLPL]JLQJ ZDVWH DQG RSWLPL]JLQJ UH

TKHOHVWUXFWXUURMHRAWY SUHVHQWYV D VLJQLILFDQW RSSRUWXQLW\ WR DGRSW WKH DOLJQPH
RYHUDUFKLQJ VWUDWHJILF JRDOV %\ VWUHDPOLQLQJ DQG SULRULWL]LQJ ,7 LQLWLDWLYHV WKH
$GGLWLRQDOO\ WKH LPSOHPHQWDWLRQ RI HQKDQFHG PRQLWRULQJ WRROV DQG SURFHVVHV H(
DWWDFNV DQG IRVWHULQJ V\VWHP UHOLDELOLW\ ORUHRYHU WKH RQJRLQJ HIIRUWYVY LQ GDWD

]
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HQDEOLQJ 0/ bDQG $, WR OHYHUDJH GLYHUVH DQG LQWHJUDWHG GDWD DVVHWYV DFURVV WKH RUJ
DQG TXDOLW\ EXW DOVR DFFHOHUDWHY LQVLIJKWY DQG GHFLVLRQ PDNLQJ %\ XQLI\LQJ DQG LQ\
LQQRYDWLYH VROXWLRQV GULYLQJ EUHDNWKURXJKYV LQ UHVHDUFK GHYHORSPHQW DQG RSHUD
ODQGVFDSH ZKLOH SDYLQJ WKH ZD\ IRU WKH DGRSWLRQ RI FXWWLQJ HGJH WHFKQRORJLHYVY DQG
VFEDODELOLW\

7KH -XVW (YRWHF %LRORJLFV EXVLQHVV DOVR RIIHUV VLJQLILFDQW RSSRUWXQLWLHV IRU (YRW
FRWLQXRXV PDQ¥XIDHFMXHYQ/LIQLILFDQW RSSRUWXQLWLHV IRU WKH IXWXUH 7KH PRGXODU IOHJL
DGDSWDWLRQ WR VKLIWLQJ PDUNHW QHHGV DQG WHFKQRORJLFDO DGYDQFHPHQWYV %\ OHYHULI
SURGXFWLRQ HIILFLHQF\ UHGXFHV RSHUDWLRQDO FRPSOH[LW\ DQG VKRUWHQV WLPH WR PDUNH
DOORZV KLJK WKURXJKSXWV DQG UHTXLUHV VLJQLILFDQWO\ ORZHU LQYHVWPHQW FRPSDUHG W
FRVWV %\ RSWLPL]LQJ UHVRXUFH XWLOL]DWLRQ DQG PLQLPL]LQJ ZDVWH (YRWHF FDQ SURGXFI
FRPSOLDQFH ZLWK JOREDO UHJXODWRU\ VWDQGDUGVY 7KLV FRVW HIIHFWLYHQHVV WUDQVODWHYV
DQG EHQHILWLQJ SDWLHQWY ZRUOGZLGH

%H\RQG WUDGLWLRQDO ELRORJLFV WKLV RSSRUWXQLW\ SDYHV WKH ZD\ IRU (YRWHF WR HQWHU
ELRVLPLODUV PDUNHW SURMHFWHG WR H[SHULHQFH VLJQLILFDQW JURZWK LQ WKH FRPLQJ \HEC
HITHFWLYH DOWHUQDWLYHY WR H[LVWLQJ ELRORJLFV ZKLOH PDLQWDLQLQJ KLJK TXDOLW\ VWDQG

7KHQHZ -(% EXVLQHY\D ®RE VHUYHY DV D JUHDW RSSRUWXQLW\ IRU (YRWHF ,Q (YRWHF VRO
EXVLQHVV WR 6DQGR] ,Q (YRWHF ODXQFKHG D VWUDWHJILF SLYRW PRYLQJ IURP D FDSDFLW
WDQM HJDQG SOU@HJ HODEBP HOAP RGHD 7KLY UHP RYHY VAKXRXDOTP MMRQY DOG LH BRV WH VWDWILF JROY R DWRKQREI\ GLYHQ RSH.DAQ) P RGHD

%\ FRPELQLQJ RXU LQQRYDWLYH FRQWLQXRXV PDQXIDFWXULQJ WHFKQRORJ\ ZLWK 6DQGR]TV JOR
HIILFLHQW VXVWDLQDEOH DQG DFFHVVLEOH IXWXUH IRU ELRORJLF PHGLFLQHV $W WKH VDPH W
LQWR RWKHU DUHDV OLNH PHGLD DQG FHOO OLQHV ZKLFK RIIHU DWWUDFWLYH PDUJLQV DGGLW
RXU OHDGLQJ WHFKQRORJ\ H[SHUWLVH LQ FRQWLQXRXV PDQXIDFWXULQJ WKLV FUHDWHV D SRVL

$QRWKHU SLOODU RI (YRWHFYfVY VWUDWHJILF SODQ LV WKH FUHDWLRQ RI RXU RZQ DVVHW SLSHOL
DQG SODWIRUPVY 7KHVH GUXJ FDQGLGDWHY DUH RIWHQ SDUWQHUHG OHDGLQJ WR D FR RZQHG ¢
RQ WKH ILQDQFLDO ULVN RI FOLQLFDO GHYHORSPHQW 7KH &RPSDQ\fV PDQ\ GHYHORSPHQW SDU
VWUDWHJILF RSSRUWXQLWLHY (YRWHF FXUUHQWO\ SDUWLFLSDWHY LQ WKH SRWHQWLDO VXFFH
ILQDQFHG E\ WKH &RPSDQ\fV SDUWQHUYV DQG WKHUHIRUH GR QRW LQYROYH DQ\ ILQDQFLDO UL
WKHPVHOYHV LQ ZKLFK (YRWHF KROGVY DQ LQWHUHVW +RZHYHU WKH\ GR KDUERU VLJQLILFDQW

(YRWHF REWDLQV FRPPHUFLDO ULJKWYV LQ D SLSHOLQH RI SDUWQHUHG SURJUDPV DV ZHOO DV XCQ
SUREDELOLW\ LQFUHDVHVY WKDW RQH RU PRUH SURGXFW RSSRUWXQLWLHY ZLOO UHDFK WKH PDU
WKH HFRQRPLF VXFFHVV RI (YRWHF $V (YRWHFTfV PHGLXP WHUP ILQDQFLDO SODQQLQJ DVVXPI
FRPPHUFLDOL]DWLRQ DQG VXEVHTXHQW FRPPHUFLDO PLOHVWRQH DQG UR\DOW\ SD\PHQWYV D V:
XSVLGH WR (YRWHFfV EXVLQHVYVY SODQQLQJ DQG SURILWDELOLW\

$W (YRWHF RXU FRUSRUDWH FXOWXUH UHSUHVHQWY DQ RSSRUWXQLW\ IRU FRQWLQXHG VXFFI
FROODERUDWLRQ LQQRYDWLRQ DQG HQWUHSUHQHXUVKLS RXU FXOWXUH JXLGHV XV LQ WUDQVI
VROXWLRQV $V ZH PRYH IRUZDUG ZH VHH GLYHUVLW\ DQG LQFOXVLRQ QRW MXVW DV HWKLFDO
IRVWHULQJ LQQRYDWLRQ %\ HQVXULQJ HYHU\ YRLFH LV KHDUG DQG HYHU\ LQGLYLGXDO IHHOV |
DQG GLYHUVH SHUVSHFWLYHYVY VKDSH RXU VXFFHVV

7KH RQJRLQJ HYROXWLRQ Rl RXU FXOWXUH SUHVHQWY DQ RSSRUWXQLW\ WR LQWHJUDWH VXV
XQGHUVWDQG WKH LPSRUWDQFH RI DOLJQLQJ ZLWK HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFt
EXW DOVR VWUHQJWKHQ RXU FRPSHWLWLYH HGJH LQ D UDSLGO\ FKDQJLQJ ZRUOG $W WKH KHDU
WR WKULYH %\ RIIHULQJ RSSRUWXQLWLHV IRU SHUVRQDO DQG SURIHVVLRQDO GHYHORSPHQW I
RXU WHDPV DUH QRW MXVW HQJDJHG EXW DOVR HTXLSSHG WR FRQWULEXWH WR RXU VKDUHG V;
FHQWUDO WR KRZ ZH RSHUDWH 7KHVH TXDOLWLHV QRW RQO\ KHOS XV QDYLJDWH FKDOOHQJHV
H[SHULHQFH DQG HYHU\ DGDSWDWLRQ ZH SRVLWLRQ RXUVHOYHV IRU JUHDWHU LPSDFW DQG VXF

$O0LJQLQJ ZLWK HPHUJLQJ (6* DQG VXVWDLQDELOLW\ UHJXODWLRQV DQG ODZV UHODWHG WR H
FRPSOLDQW DQG IXWXUH SURRI LQ D UDSLGO\ HYROYLQJ UHJXODWRU\ ODQGVFDSH 2YHUDOO L

]
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LQQRYDWLRQ SRWHQWLDO DQG PDUNHW SRVLWLRQLQJ $GRSWLQJ EHVW SUDFWLFHV IRU ZRUNLQ
HPLVVLRQV FDQ HQKDQFH RXU UHSXWDWLRQ DWWUDFW WRS WDOHQW UHGXFH RSHUDWLRQDO F
$GGLWLRQDOO\ WDNLQJ SURDFWLYH VWHSV WR PLWLJDWH HPLVVLRQV QRW RQO\ VXSSRUWYV HQ
SDWK EXW DOVR SUHVHQWV D FOHDU RSSRUWXQLW\ WR UHGXFH RSHUDWLRQDO FRVWY ORUHRY
RSSRUWXQLWLHY WR LPSURYH RSHUDWLRQDO HIIHFWLYHQHVYVY %\ DGRSWLQJ HQHUJ\ HIILFLHQ
DVVRFLDWHG ZLWK HQHUJ\ FRQVXPSWLRQ OHDGLQJ WR EHWWHU RYHUDOO ILQDQFLDO SHUIRUPD

+XPDQ UHVRXUFHV DUH KLJKO\ YDOXDEOH DVVHWYV IRU FRPSDQLHV LQ WKH SKDUPDFHXWLFDO T
HYROXWLRQ LQ WKH ILHOG ZDUUDQWY WKH QHHG IRU VNLOOHG SURIHVVLRQDOV 7KH &RPSDQ\ EF
LWV NH\ SHUVRQQHO 5HWHQWLRQ RI HPSOR\HHV ZKR KDYH RXWVWDQGLQJ H[SHUWLVH DQG VNL
EXVLQHVV DQG LWV VWUDWHJILF DQG ILQDQFLDO WDUJHWV JHQHUDWLQJ QHZ EXVLQHVV ,PSO
RSSRUWXQLW\ IRU (YRWHF WR HQKDQFH LWV UHSXWDWLRQ DQG DWWUDFW WRS WDOHQW ,Q WR
ZRUNSODFHY WKDW HPSKDVL]H ZHOOEHLQJ GLYHUVLW\ HTXLW\ DQG LQFOXVLRQ DQG IDLUQHVYV
HQYLURQPHQWY DUH PRUH OLNHO\ WR UHWDLQ VNLOOHG LQGLYLGXDOV UHGXFH WXUQRYHU DQ
ZRUNLQJ FRQGLWLRQV FDQ GLIIHUHQWLDWH XV IURP RWKHU FRPSDQLHV )XUWKHUPRUH WKH &I
LQFUHDVHG HPSKDVLVY RQ GLYHUVLW\ DQG SRVLWLYH ZRUN FXOWXUH PDNH LW DQ DWWUDFWLYH



287122.

SHSRUW RQ 6WUTL
DQG )XWXUH 3HUV

7KH LQIRUPDWLRQ VHW IRUWK LQ WKLV VHFWLRQ FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWYV

SFRX0OG ~ 3HVWLPDWH ~ 3H[SHFW ~ 3LQWHQG °~ *PD\ ~ 3PLJKW ~ 3SODQ ~ 3SRWHQWLDO ~ 3VKRXOG ~

H[SUHVVLRQV DUH LQWHQGHG WR LGHQWLI\ IRUZDUG ORRNLQJ VWDWHPHQWY 7KHVH IRUZDUG OF
WKH H[SHFWDWLRQV DQG DVVXPSWLRQV GHHPHG UHDVRQDEOH E\ (YRWHF DW WKH WLPH WKHYV]
H[SHFWDWLRQV ZLOO SURYH WR EH FRUUHFW 7KHVH VWDWHPHQWY LQYROYH NQRZQ DQG XQNC
HVWLPDWHV ZKLFK DUH LQKHUHQWO\ VXEMHFW WR VLJQLILFDQW XQFHUWDLQWLHVY DQG FRQWL
H[SUHVVO\ GLVFODLPV DQ\ REOLJDWLRQ RU XQGHUWDNLQJ WR UHOHDVH SXEOLFO\ DQ\ XSGDWHV
WR UHIOHFW DQ\ FKDQJH L Q ZIMRKHNSTHF W[ SHKFHWBIWIRRRY DQ\ FKDQJH LQ HYHQWYV FRQGLWLRQV RU
EDVHG

176.11-

O %86,1(66 ',5(&7,21 $1' 675%7(*< O

(YRWHFTV PDQDJHPHQW IRFXVHV RQ VXVWDLQDEOH SURILWDEOH JURZWK DQG YDOXH FUHDWLF
LOQQRYDWLRQ WR SURYLGH VHUYLFHV LQ WKH GLVFRYHU\ WR SUHFOLQLFDO GHYHORSPHQW FRQW
DV ZHOO DV FR FUHDWH SLSHOLQHV WRJHWKHU ZLWK VWUDWHJLF SDUWQHUV %\ VHUYLQJ FXVYV
SODWIRUPVY DQG VXLWDEOH WKHUDSHXWLF PRGDOLWLHYVY (YRWHF DVSLUHV WR GHYHORS ILUVW

SURSHUWLHY DQG LGHDOO\ WKH SRWHQWLDO WR GHOLYHU IXQFWLRQDO FXUHV 7KH NH\ WR \
XQSUHFHGHQWHG SUHFLVLRQ DW ORZHU ULVN RI IDLOXUH DQG FRVW &XWWLQJ HGJH WHFKQROR

&RQWLQXRXV SURJUHVV LQ GHYHORSLQJ SODWIRUPVY WKDW OHYHUDJH $, GULYHQ PROHFXODU Gt

V\VWHPV LV FRPELQHG ZLWK WKH XVH RI PROHFXODU SDWLHQW GDWD SDWLHQW GHULYHG GLVH
HOQVXULQJ WKDW WKH ULJKW GUXJV UHDFK WKH ULJKW SDWLHQWY +* VRRQHU VDIHU DQG VPDUWH

O 0$&52(&2120,& &21',7,216 287/22. O

*OREDO HFRQRPLF GEAMMD®RISPRIWWURZWK EXW ZLWK LQFUHDVLQJ IUDJLOLWLHYV

7KH JOREDO HFRQRPLF RXWORRN IRU DQG LV FKDUDFWHUL]HG E\ UHVLOLHQFH LQ WKH IDF
L, QWHUQDWLRQDO ORQHWDU\ )XQG ,0) DQG WKH 2UJDQL]DWLRQ IRU (FRQRPLF &R RSHUDWLRQ DC
SDWKV $FFRUGLQJ WR WKH -DQXDU\ ,0) XSGDWH JOREDO JURZWK LV SURMHFWHG WR UHPL
'"HFHPEHU RXWORRN LV VOLJKWO\ PRUH FDXWLRXV IRUHFDVWLQJ D VORZGRZQ WR LQ

UHDFFHOHUDWLRQ WR LQ %XW GHVSLWH KHDGZLQGV IURP WUDGH SROLFLHV WKHUH Dl
VPDUWHU XVH RI $, LV HVWLPDWHG WR OLIW JOREDO JURZWK E\ XS WR SHUFHQWDJH SRLQWYV
DW LV H[SHFWHG WR VWDELOL]JH DV WKH LPSDFW RI WUDGH EDUULHUYV JUDGXDOO\ ZDQHYV

WR DOORZ FHQWUDO EDQNV WR DGRSW PRUH DFFRPPRGDWLYH SROLFLHV VXSSRUWLQJ IXUWKH
FRVWY DQG FRQVXPHU SULFHV ZKLFK GDPSHQV JOREDO LQYHVWPHQW DQG WUDGH YROXPH *HR
RQ GRPHVWLF GHPDQG DFURVV PXOWLSOH HFRQRPLHV $FFRUGLQJ WR WKH ,0) JOREDO KHDGOL

LQ DQG IXUWKHU WR LQ ZLWK WKH 8QLWHG 6WDWHV SRWHQWLDOO\ UHWXUQLQJ WF

]
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*52:7+ 352-(&7,216

:RUOG (FRQRPLF RXWORRN XSGDWH -DQXDU\ LQ 6RXUFH ,0)

(YRWHFYV UHYHQXH VSOLW LV JHDUHG WRZDUGVY D ODUJHU FRQWULEXW®KRQHI YRPRSHUNWKFHRX\QEYAREH\Q WEEG®
YHU\ VPDOO VKDWHHQHUDWHG LQ WKH UHVW RI WKH ZRUOG SUHGRPLQDQWO\ -DSDQ +HQFH WKH &RPSDQ\ OLPLWV \
86% DQG (XURSH

86 O 7ZR VSHHG UHFRYHU\

$FFRUGLQJ WR WKH WKH )HGHUDO 5HVHUYH WKH FHQWUDO EDQN ®RI WKHKLFXLWHG W DBWWWY WOKRH
WKH JURZWK UHFRUKHBA BFRQRPLF RXWORRN IRU DQG LV GHILQHG E\ D 3WZR VSHHG’
LOQOWHOOLJHQFH DQG LQIUDVWUXFWXUH LV H[SHFWHG WR RIIVHW KHDGZLQGV IURP WUDGH WDULI
GXH WR SROLF\ VKLIWV PDMRU LQVWLWXWLRQV SURMHFW D UHERXQG E\ DV LQIODWLRQ UHW
2(&" H[SHFWV UHDO JURVV GRPHVWLF SURGXFW 3*'3" WR JURZ E\ LQ DQG LQ 7TKH |
MRE JURZWK D VKDUS GHFOLQH LQ QHW LPPLJUDWLRQ DQG WKH LQIODWLRQDU\ LPSDFW RI UL\
VSHQGLQJ +RZHYHU DV WKH LQLWLDO VKRFN RI WKHVH WDULIIV IDGHVY DQG IHGHUDO ZRUNIRUF
SRWHQWLDO $ SULPDU\ ULVN WR WKLV UHFRYHU\ LV D SRWHQWLDO FRUUHFWLRQ LQ HTXLW\ PL
LOQYHVWPHQWY 'HVSLWH WKLV JHQXLQH WHFKQRORJLFDO EUHDNWKURXJKY LQ $, UHPDLQ D SRW
WKH ODERU PDUNHW DQG PDQDJHDEOH LQIODWLRQ IXUWKHU PRQHWDU\ HDVLQJ PD\ EH QHFH
XQVXVWDLQDEOH ILVFDO SDWK PDUNHG E\ VWUXFWXUDO GHILFLWY DQG D ULVLQJ GHEW WR *'3 U

JROORZLQJ WKH )HGHUDO 5HVHUYHYV 6XPPDU\ Rl (FRQRPLF 3URMHFWLRQV UHOHDVHG RQ 'HFHP
&RQVXPSWLRQ ([SHQGLWXUHV 23&(° LQIODWLRQ DW DQG FRUH 3&( H[FOXGLQJ IRRG DQG HC
WDULIl UHODWHG SULFH VKRFNV LQ WKH JRRGV VHFWRU DQG SHUVLVWHQW VHUYLFHY LQIODWLI
FRQVXPHU GHPDQG DQG D WLJKW ODERU PDUNHW LQLWLDOO\ VORZHG WKH SDFH RI GLVLQIODWLF

JRU WKH FXUUHQW \HDU WKH )HGHUDO 5HVHUYH SURMHFWV LQIODWLRQ ZLOO GLS IXUWKH
UHVWULFWLYH PRQHWDU\ SROLF\ PDLQWDLQHG WKURXJKRXW ZLOO FRQWLQXH WR GDPSHQ C
FDXWLRXV IRUHFDVWLQJ D \HDU HQG UDWH FORVHU WR 7KLV GLVFUHSDQF\ ODUJHO\ VWHPV

PD\ WHPSRUDULO\ LQFUHDVH WKH FRVW RI LPSRUWHG FRPSRQHQWY DQG FRQVXPHU JRRGV EHIRU

%\ ERWK RUJDQL]DWLRQV VHH D FRQYHUJHQFH WRZDUG SULFH VWDELOLW\ 7KH )HGHUDO 5H
ORQJ WHUP REMHFWLYH 7KLV UHWXUQ WR QRUPDOF\ LV SUHGLFDWHG RQ D VRIWHQLQJ ODERU |
GHFHOHUDWLRQ LQ ZDJH JURZWK 7KH 2(& DOVR SURMHFWY D UHWXUQ WR D PRUH VWDEOH HQY
VHWWOHYV LQWR D SRVW LQIODWLRQDU\ F\FOH

(XURSH O 5HVLOLHQFH GULYHQ UHERXQG

(XURSHYV HFRQRPLF UHFRYHU\ LV VHW WR JDLQ PRPHQWXP ZLWK *'3 JURZWK H[SHFWHG WR ULV
XSWXUQ ZLOO EH IXHOHG E\ D UHERXQG LQ JOREDO WUDGH DQG UREXVW GRPHVWLF GHPDQG DV
‘KLOH SULYDWH LQYHVWPHQW UHPDLQV FDXWLRXV GXH WR RQJRLQJ XQFHUWDLQW\ LW VKRXOG I
LQYHVWPHQW2SDUWLFXODUO\ WKURXJK 5HFRYHU\ DQG 5HVLOLHQFH )DFLOLW)\ IXQGV2ZLOO SURYL

$V ZDJH JURZWK PRGHUDWHV LQIODWLRQ LV SURMHFWHG WR DOLJQ ZLWK ORQJ WHUP WDUJHWYV
PRQHWDU\ DQG ILVFDO SROLFLHV PXVW UHPDLQ GLVFLSOLQHG WR HQVXUH WKLV VWDELOLW\ $0O

]
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WHUP ILVFDO KHDOWK UHPDLQV D SULRULW\ 7R WUXO\ XQORFN SURGXFWLYLW\ WKH UHJLRQ PX
WKH LPSDFW RI QHZ EXVLQ&%VLDQBEDWHIW KHOHGOLQH LQIODWLRQ VKRXOGL@POO \DMGKWOLQURP
EHIRUH UHWXUQLQJ WR WKH WDUJHW LQ

*HUPDQ\ &RQVXPSWLRQ DQG LQYHVWPHQW GULYH JUDGXDO UHFRYHU\

7KH *HUPDQ HFRQRP\ LV HPEDUNLQJ RQ D SDWK RI JUDGXDO DFFHOHUDWLRQ ZLWK JURZWK SURI
UHDFKLQJ E\ 7KLV UHFRYHU\ LV H[SHFWHG WR EH DQFKRUHG E\ D UHVXUJHQFH LQ SULYI
FRPELQDWLRQ RI FRROLQJ LQIODWLRQ ULVLQJ QRPLQDO ZDJHVY DQG D PRUH VWDEOH GRPHVWLF
JDLQ PRPHQWXP IXHOHG E\ KLJK FRUSRUDWH VDYLQJY DQG GHFOLQLQJ LQWHUHVW UDWHV 2Q V
VLIQLILFDQW VXUJH LQ VSHQGLQJ WRZDUG GHIHQVH DQG LQIUDVWUXFWXUH WR PHHW XUJHQW QI

+RZHYHU WKLV SRVLWLYH GRPHVWLF WUHQG IDFHV VLJQLILFDQW H[WHUQDO KHDGZLQGV +LJK
RYHU H[SRUW RULHQWHG PDQXIDFWXULQJ GDPSHQLQJ IRUHLJQ GHPDQG DQG FRPSOLFDWLQJ I
QDYLIJDWH WKH PRXQWLQJ ILVFDO SUHVVXUHYV EURXJKW RQ E\ D UDSLGO\ DJLQJ SRSXODWLRQ ZK

7KH '"HXWVFKH %XQGHVEDQN IRUHFDVWY D JUDGXDO UHFRYHU\ IRU WKH *HUPDQ HFRQRP\ SURMH

E\ HLTSRUWV DQG ILVFDO SROLF\ $FFRUGLQJ WR LWV 'HFHPEHU IRUHFDVW UHDO *'3 LV H[SHF\
7KH EDQN DO VR [Q@ARQIVPE SIHEE WH+ DP RQMAG, QGH R &RQUXP HJSURHY +,&3 Z 1O DDIURP 1Q W - 1Q
UHDFKLQJ LWV  WDUJHW E\ WKRXJK KLJK ZDJH JURZWK LV H[SHFWHG WR VORZ WKH GHFOLQI

"HYHORSPHQWYKDQ RDKAHHXWLFDO DQG ELRWHFKQRORJ\ PDUNHWY O ,QFUHDVLQJ GHPDQG IRU &52V DQG .
7KH H AHBWRQDOIXQGLQ) DG GHYHRSP HOAMDRAMW Z VPHAHG GXUQI WH SDQGHP LF \ HDWY KDV QRWP DI HG DQG HOUO WIH ELRWK 1LQDQR.QU KDV
WLIJKWHQHG FRQVLGHUDEO\ 7KH GLVFRYHU\ DQG SUHFOLQLFDO GHYHORSPHQW PDUNHW LQ SDL
SDQGHP IF 2 YHD®Z KIBIIGEDSS ' JURZ W KDVP RGHDMS FRP SDUHG VR WHH WORWEQDY GYHYVHHQGXUQJ &29,"  ZHH SHAWKHHIYLLRGP HQW
WR EH FKDUDFWHUL]JHG E\ JUHDWHU VHOHFWLYLW\ DQG FDSLWDO GLVFLSOLQH UDWKHU WKDQ D C

7 KHJIGEDCSUHFIQIFDOSRQADRAS HV-DUAK 2 DR DARQY. &52 P DLNHALY SRMVHG I RUMARQ) H SDOMRQ UMQJ [URP DQ HWAP DMG 8 6 EQLQ

WR86' EQR HOPMY D&S$* 5 R GUYHQ B\ WH JURZ LQJ WQGHOR R SKDUP DRHXWFDODQG ELRMAKQREI\ FRP SDQLHY VR RAWRXUH
SUHFOLQLFDO UHVHDUFK 7KLV JURZWK LV VXSSRUWHG E\ LQFUHDVLQJ LQYHVWPHQW LQ GUXJ G
H SHIMMH GXUQI HUD WIIH UHAHDURK  6HYHIDOWHQGY DUH \KCSLQU WH P DUNHAY GHYHRSP HW &RP SDQUHV DUH LQPUHDAQI® DERSWQI  DGYDQRHG
WHFKQRORJLHV VXFK DV DUWLILFLDO LQWHOOLJHQFH PDFKLQH OHDUQLQJ DQG URERWLFV WR D
ULVH RI SHUVRQDOL]HG PHGLFLQH DQG WDUJHWHG WKHUDSLHV LV ERRVWLQJ GHPDQG IRU KLJK
SKDUPDFHXWLFDO ILUPV DQG &52V LV IXUWKHU HQKDQFLQJ LQQRYDWLRQ DQG LPSURYLQJ WKH HI

([SHUW DVVHVVPHQWY KLJKOLJKW VWURQJ PRPHQWXP LQ WKH PDUNHW GULYHQ E\ RXWVRXUFL
ILHOGV VXFK DV RQFRORJ\ PHWDEROLF GLVRUGHUV DQG UDUH GLVHDVHV $W WKH VDPH WLPH
WDOHQW VKRUWDJHV DQG UHJXODWRU\ FRPSOH[LW\ DFURVV UHJLRQV

$FFRUGLQJ WR 3UHFHGHQFH 5HVHDUFK WKH JOREDO SKDUPDFHXWLFDO &RQWUDFW 'HYHORSPFLE
YDOXHG DW 86" EQ LQ DQG LV SUHGLFWHG WR LQFUHDVH IURP 86" EQ LQ WR DSS
&$*5 RI IURP WR

3DUWQHUVKLSY EHWZHHQ SKDUPDFHXWLFDO FRPSDQLHV DQG &'02V KDYH EHFRPH LQFUHDVLQJO\
WR IRFXV RQ WKHLU FRUH VWUHQJWKV ZKLOH ORZHULQJ SURGXFWLRQ FRVWV 7KH KLJK H[SHQV
FRWAH | LHHOWH WLQDOUXSSRUVDQG &' 0 2 V SURYLGHWH VSHADE) HG FDSDELMAHY QHHEHG VR UHEXFH WHVH | LODOA DOSLHWXUHY

7KH &'02 PDUNHW LV H[SDQGLQJ DV FKURQLF GLVHDVHV VXFK DV FDQFHU LQFUHDVH WKH QHHG
JHQHULFY SHUVRQDOL]HG PHGLFLQH DQG JUHDWHU 5 ' DFWLYLW\ IXUWKHU VWUHQJWKHQV
PDQXIDFWXULQJ
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O 235%$7,21%$/ $1' %86,1(66 (19,5210(17 O

7KH RSHUDWLRQDO DQG EXVLQHVV HQYLURQPHQW IRU WKH ELRWHFKQRORJ\ DQG ELRSKDUPDFH
P DARHFRQRP LF SUHWXUH DQG WDSLG WRKQRBRILFDORKDQIH 2 EXWDOR B\ VWRQ) (R WP JIRZW GUYHY \XFK DV'$, DXVRP DARQ DQG \XWEIQHS
GHPDQG IRU LQQRYDWLRQ &RPSDQLHV IDFHG WLJKWHU FDSLWDO DOORFDWLRQ UHTXLUHPHQWYV
DQG HPHUJLQJ WHFKQRORJLHV

$ UDQJH RI PDFURHFRQRPLF DQG JHRSROLWLFDO IDFWRUV DORQJ ZLWK WKH ULVH RI HPHUJLQJ
EXVLQHVV ODQGVFDSH :KLOH WKH DGRSWLRQ RI WHFKQRORJLHYV FDQ RIITHU VROXWLRQV WR RSH!
VXSSO\ GHPDQG LPEDODQFH PDUNHW YRODWLOLW\ DQG JHRSROLWLFDO WHQVLRQV )DFWRUV VX
UHJXODWRU\ ODQGVFDSH XQFHUWDLQWLHV VXUURXQGLQJ WDULIIV RQ SKDUPDFHXWLFDOV WKH
VXFK DV $PHULFD )LUVW DQG WKH %,26(&85( $FW DV ZHOO DV SUHVVXUHV WR LQQRYDWH DQG V
ZLOO FRQWLQXH WR SRVH FKDOOHQJHV WR WKH SKDUPDFHXWLFDO VHFWRU LQ WKH FRPLQJ \HDU

7KH UDSLG ULVH RI &KLQDYV LQQRYDWLYH ELRVFLHQFH VHFWRU + EDQNUROOHG E\ JHQHURXV J
‘HVWHUQ ELRSKDUPD WR GDWH &KLQDYV VFLHQWLVWY DUH QRW VLPSO\ PDNLQJ JHQHULFV DQ\
FDSWXULQJ D JURZLQJ VKDUH RI :HVWHUQ EX\HUVY DWWHQWLRQ DQG PRQH\ ,Q IHZHU WKDQ
WKDW VKDUH ZDV HVWLPDWHG WR UHDFK DOPRVW

,Q \P DIDELRWRKY | DFHG ROH R WH VRXIKHWIXQGLQU HYLLRQP HOWLQ\ HOLW HDUD WEIH FRP SDQLHY WAKJ I GG VR LDLVH FDSLMIO Z KLB! MU MEIH
DQG FOQIFD® YDICDWMG SLRILDP V DMORAMG P RMWR WH DYDIDE®! P RQH 9&V SURUW HG GHUMNHG DAHN SX\WKIQ) P RH WRZDUWG 3KDWH ,, .,
SWRILDP V 9 HMUH IXQGQ) EHIDQ VR UHERXQG LQ P IG EXWWH UHFRYHY Z DV XQHYHQ DQG VHBARYH 7KH LQGXVWU\ HQWHUHG LQ
VIXHHH ZIW HOUD WEUH EIRMAKY IDAQU *XQSUHAHGHOMG SUHRAXUH DV LQYHWRY FRFHOWDWMG FDSIMIO LQR OWUMEH SURILP V Z W FBDUHJ
FRPPHUFLDOZTKE MW KV UERXQG WWIJHW PD EHP RH IDYRCEG! HSHADD DV LOYHWRU FRQILGHIFH LP SLRYHV DQG LOMHMDM/
VWDELOL]H

3KDUPDFHXWLFDG® L GIGXNQWHY WUHQGLQJ KLIJKHU UHYHQXHV VWDJQDWLQJ
JRU PRUH WKDQ WHQ \HDUV WKH JOREDO SKDUPDFHXWLFDO LQGXVWU\ KDV EHHQ VWUXJJOLQ.
H[SHQVHV IRU UHVHDUFK DQG GHYHORSPHQW KDYH ULVHQ VLJQLILFDQWO\ RYHU WKH \HDUV SUR
HDUOLHU GHFDGHV $FFRUGLQJ WR (YDOXDWH 3KDUPD IURP WR H[SHQVHV IRU 5 ' LQ WK|
ULVH E\ IURP 86" EQ WR 86" EQ 3KDUPD 5 ' VSHQG LV IRUHEDVW WR JURZ VLJQLILFDQWO
LW GLG LQ WKH ILUVW &$*5 Rl RYHU LQ WR VKULQNV WR EHORZ EHWZHHQ DQG

Rl VDOHV LV SUHGLFWHG WR IDOO WR Rl VDOHV LQ

*/2%$/ 5 ' (;3(16(6 2) 3+$50% $1' %.27(&+ &203%$1,(6
LQ 86' EQ




287122.

ODUNHW RULHQWDWLRQ RI VWUDWHILF UHVHDUFK IRFXV DUHDV

(YRWHF KDV RQJRLQJ DOOLDQFHVY DQG SDUWQHUVKLSYV LQ PDQ\ GLVHDVH DUHDV LQFOXGLQJ D
LPPXQRORJLFDO DQG LQIODPPDWRU\ GLVHDVHV LQIHFWLRXV GLVHDVHVY PHWDEROLF GLVHDVHYV
GLVHDVHVY DQG UHWLQDO GLVHDVHVY QHXURORJLFDO GLVHDVHV DQG RQFRORJLFDO GLVHDVHV 7
DQG VLIQLILFDQW UHYHQXH DQG YDOXH RSSRUWXQLWLHYV 7KH WDEOH EHORZ VKRZV WKH H[SHFW

0$5.(7 327(17.%$/ )25 ,1'.9,'8%/ ,1',&%$7,216

,QGLFDWLRQ &XUUHQW P DUNHW NW]ISRWHQWLDO
$XWRLPPXQH GLVHDVHV86' EQ 86" EQ
"LDEHWHV 86" EQ 86" EQ
*\QHFRORJLFDO GLVHD V&bV EQ 86" EQ
HQGRPHWULRVLYV

,QIHFWLRXV GLVHDVHV 86" EQ 86" EQ
,QIODPPDWRU\ GLVHDVH\6' EQ 86" EQ
.LGQH\ GLVHDVHYV 86" EQ 86" EQ
/JLYHU GLVHDVHYV 86" EQ 86" EQ
OHWDEROLF GLVHDVHV 86" EQ 86" EQ
1HXURQDO GLVHDVHV 86’ EQ 86" EQ
&DQFHU 86" EQ 86" EQ
3DLQ 86" EQ 86" EQ
5DUH GLVHDVHYV 86" EQ 86" EQ
5HVSLUDWRU\ GLVHDVHE®6' EQ 86" EQ

(+0#0%+#76.11- (14

5HYHQXHY UHVHDUFK DQG GHYHORSPHQW H[SHQVHV DQG DGMXVWHG *URXS (%,7'$ DUH WKH |
LQGLFDWRUV IRU WKH PDQDJHPHQW RI WKH (YRWHF *URXS

O (;3(&7( 23(5$7,1* 5(68/76

(YRWHF H[SHFWV WR DFKLHYH *URXSYUHYHQXkMYV DQCMWKEYWHGIHURIXS (%,7'$ RI % P % P $
DQQRXQFHG RQ ODUFELOO EH D WUDQVLWLRQ \HDU IRU (YRWHF DV +RUL]JRQ EHJLQV WR EH LP
RSHUDWLRQDO LPSURYHPHQWYV H[SHFWHG WR EHFRPH LQFUHDVLQJO\ YLVLEOH LQ WKH VHFRG
HQYLURQPHQW FRXSOHG ZLWK (YRWHF V IRFXV RQ &RFRPHURDDB HSAHOAMLRR VDR GUNKMH SRS
VHIPHQMRU -(% FRQWLQXHG QRQ 6DQGR] QBRZWYDH[SAAWWGRIZKLFEK LV RIIVHW E\ WKH 6DQG
FRPSDUDWLYHO\ KLJK VWDUWLQJ SRLQW UMWX & [\SL0QIS HEFDRY MHK i) DIQ JMUD\Q WDE MLHRFOW UHV XOW R1 W
EHLQJ XQGHUWDNHQ DV SDUW RI +RUL]JRQ DV ZHOO DV WKH XQFHUWDLQW\ RI WKH PDUNHW WXU

,Q DGGLWLRQ ZH H[SHFW WR FRQWLQXH EHQHILWWLQJ IURP VWURQJHU GHPDQG IRU GLIIHUHQV\
SODWIRUPVY LQ WKH DUHDV RI 3DQ2PLFV L36&V DQG ELRORJLFV PDQXIDFWXULQJ
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,Q P $FWXDO ILIXUMRWHEDVWY IRIDLQ DVVXPSWLRQV
JLQDQFLDO NH\ |*URXS UHYHQXHY +&RQWLQXHG VWURQMW BRX\RK HE
SHUIRUPDQFH %LRORJLFV QRQ 6DQGR] QRQ 'R: EXV
LQGLFDWRUYV + &DXWLRXV H[SHFWDWLRQV RI PDUNHW U
'LVFRYHU\ 3UHFOLQLFDO 'HYHORSPHQ\
$GMXVWHG *URX|S +5HYHQXH JURZWK LQ ' 3' IURP PDUNHW U
(%,7'$ DQG +RUL]JRQ &RPPHUFLDO ([HFXWLRQ

+-(% UHYHQXH QRUPDOL]DWLRQ SRVW 6DC
+&RQWLQXHG KLJK IL[HG FRVW EDVH LQ *
LPSURYHPHQWY H[SHFWHG IURP +RUL]RC

5 ' H[SHQVHV #)RFXV RQ ILUVW LQ FODVV SODWIRUPV D
1RQ ILQDQFLDO NHAPEHU RI FXVWRPHUV ! +&RQWLQXHG KLJK OHYHOV RI FXVWRPHU
SHUIRUPDQFH 1XPEHU RI FXVWRPHUV ! ++LJK OHYHOV RI FXVWRPHU VD)
LQGLFDWRUV FRQWULEXWLQJ PRUH OHDGLQJ WR H[WHQVLRQ DQG |

WKDQ % P WR UHYHQXH

S5HSHDW EXVLQHNVV ! #+LJK OHYHOV Rl FXVWRPHU VDWLVIDFWL

O (;3(&7(' /,48,"',7< $1' 675%7(*,& 0($685(6 O

7KH &RPSDQ\TV EDODQFH VKHHW UHPDLQV ZHOO SRVLWLRQHG WR VXSSRUW PLG WHUP RUJDQLF
VWUXFWXUH DQG PDLQWDLQ WKH IOH[LELOLW\ WR FRQVLGHU DOO ILQDQFLQJ RSWLRQV VKRXOG
DW DFFHOHUDWLQJ JURZWK VWUHQJWKHQLQJ WKH &RPSDQ\TV FRPSHWLWLYH SRVLWLRQ LQ
WUDQVIRUPDWLRQDO DFWLYLWLHV ZRXOG QHHG WR EH DVVHVVHG VHSDUDWHO\ (YRWHF UHPDL
FRUSRIDMVADWI\ Z KLGINHHBLQ) DI LODQALQ) RSWRQVRSHR VR VXSSRUNRQI WP YDOHFUHDWRQ

:LWK WKH QHZ VWUDWHJ\ DQQRXQFHG LQ $SULO WRZDUGV D DVVHW OLJKWHU EXVLQHVV PRG
&RPSDQ\ H[SHFWV VLJQLILFDQWO\ OHVV FDSLWDO LQYHVWPHQW JRLQJ IRUZDUG ZLWK &$3(; LQY
EH\RQG

6 ',9,7(1'6 O

7KH SD\PHQW RI GLYLGHQGYVY GHSHQGV RQ (YRWHFTV ILQDQFLDO VLWXDWLRQ DQG OLTXLGLW\ U
UHJXODWRU\ UHTXLUHPHQWY (YRWHF FXUUHQWO\ LQWHQGY WR UHWDLQ DQ\ SRWHQWLDO IXWXU
DGYDQFH ORQJ WHUP JURZWK DQG VXVWDLQDELOLW\ ,Q DGGLWLRQ (YRWHF 6( ZLOO QRW EH DX\
FDUULHG IRUZDUG (YRWHF 6( FXUUHQWO\ GRHV QRW JHQHUDWH DQ\ GLVWULEXWDEOH SURILWYV

)'0'4#. 56#6'/'06 10 ':2'%6'& &'8'.12/'065 $; 6*' /#0#)'/'06 $1#4&

(YRWHF LQWHQGV WR IXUWKHU VWUHQJWKHQ DQG H[SDQG LWV EXVLQHVV DV DQ LQQRYDWLYH SL
UDQJH Rl GLVUXSWLYH WHFKQRORJLHV 7KH &RPSDQ\ LV YHU\ ZHOO SRVLWLRQHG WR JHQHUDW!
IRXQGDWLRQV DGGUHVVLQJ WKH LQGXVWU\TV VWUXFWXUDO VWDEOH JURZWK LQ GHPDQG IRU LQ

7KH ODQDJHPHQW %RDUG LV FRQYLQFHG WKDW (YRWHF ZLOO EHQHILW IURP WKH FRQWLQXLQJ QF
VHFWRU 7KH ODQDJHPHQW %RDUG H[SHFWV IRU WKH IXO® \BIQG DQ PGRX/ WH&HQRKSE R%¥7'$ RI
Y PLWK LWV JRRG OLTXLGLW\ SRVLWLRQ (YRWHF ZLOO EH DEOH WR IXUWKHU VWUHQJW
GHYHORSPHQW PDUNHW DQG WR FUHDWH VKDUHKROGHU YDOXH

,Q DGGLWLRQ (YRWHF DLPV WR UXQ LWV JOREDO 5 ' RSHUDWLRQV LQ D ZzD\ WKDW UHGXFHV HQY
WUDQVSDUHQW HWKLFDO JRYHUQDQFH 7KH &RPSDQ\ ZRUNV WR FXW HPLVVLRQV DQG UHVRXUFI

VMELQDELOW WEQEDLGY , WSURUW HY HP SR FHZ HDEHQJ GLYHMW DQG VO H Z RNQJ FRQAMRQV Z KIM SUIRP RAQI UHVSROME®! SLDRAARHY DRRW W
VXSSO\ FKDLQ $ FRUH SDUW RI LWV PLVVLRQ LV H[SDQGLQJ DFFHVV WR LQQRYDWLYH PHGLFI

VAKPMUHY VXSSRUNAKLFDCFRQGXFWUMN P DQDIHP HWDQG BRQJ WP YDOXH FUHDARQ

]
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LOQIRUPDWXBWOXDQW
VHFWLRQ D DQG V
RI WKH *HUPDQ &RF

&RGH +*% DQG
HISODQDWRU\ UFL

(YRWHF PDQDJHPHQW SULPDULO\ DLPV WR JHQHUDWH VKDUHKROGHU YDOXH )RU WKDW UHDVR(
XQFRYHU KLGGHQ UHVHUYHY DQG YDOXH IRU WKH EHQHILW RI (YRWHF VKDUHKROGHUY ZLOO EH
YDOXH FUHDWLRQ 3XUVXDQW WR *HUPDQ 6HFXULWLHV $FTXLVLWLRQ DQG 7DNHRYHU $FW 'HX)
FKDQJH RI FRQWURO LV JHQHUDOO\ FRQVLGHUHG WR KDYH RFFXUUHG LI DV D UHVXOW RI DQ\ WL
VKDUHKROGHUY DFWLQJ LQ FRQFHUW DFTXLUHV PRUH WKDQ RI WKH RXWVWDQGLQJ YRWLQJ
VKDUHKROGHUV RI (YRWHF IURP WKH HIIHFWLYH GDWH RI VXFK D WUDQVDFWLRQ RZQ OHVV WKDQ
WDNHRYHU GHIHQVH PHDVXUHV LQ SODFH

%1/215+6+10 1( 5*#4' %#2+6#. 816+0) 4+)*65
#0& #76*14+<#6+10 61 +557' 0'9 5*#4'5

$V RHFHPEHU WKH VKDUH FDSLWDO RI (YRWHF 6 0CRQBRZXIMWGEGYWRHG L@QRK SDU YDOXH VKDUHV

DUH EHDUHU VKDUHY DQG KDYH HTXDO YRWLQJ ULJKWV (YRWHF PDQDJHPHQW LV QRW DZDUH R
ELQGLQJ ORFN XS DJUHHPHQWY KDYH EHHQ PDGH E\ WKH &RPSDQ\ ZLWK DQ\ VKDUHKROGHU DQG
NQRZQ WR WKH &RPSDQ\ ORUHRYHU WKH &RPSDQ\ GRHV QRW FRQWURO YRWLQJ ULJKWV RI DQ\ V

1R VKDUHKROGHU KDV WKH ULJKW WR KDYH UHSUHVHQWDWLYHV RQ WKH 6XSHUYLVRU\ %RDUG
OHHWLQJ ([LVWLQJ VWRFEN RSWLRQ VFKHPHV GR QRW DOORZ IRU LPPHGLDWH YHVWLQJ RU DGGL
KDYH DXWKRUL]JHG WKH ODQDJHPHQW %RDUG WR LVVXH QHZ VKDUHV RU RSWLRQ RU FRQYHUVLRQ

$XWKRUL]JHG FDELWKD@QW WR VHFWLRQ SDUDJUDSK Rl WKH $UWLFOHV RI $VVRFLDWLRQ RI WKH
WKH 6 XSHUYLVRU\ %YRDUG LV DXWKRUL]JHG WR LQFUHDVH WKH &RPSDQ\fV VKDUH FDSLWDO E\ XS
LVVXLQJ QHZ VKDUHV DJDLQVW FDVK RU QRQ FDVK FRQVLGHUDWLRQ $Q\ VKDUHV WR EH LVVXHG
(YRWHFYV VKDUHKROGHUV +RZHYHU ZLWK WKH DSSURYDO RI WKH 6XSHUYLVRU\ %RDUG WKH
VKDUHKROGHUV IRU VRPH RI WKH VKDUHY RQ RQH RU VHYHUDO RFFDVLRQV XQGHU FHUWDLQ ZHO

&RQGLWLRQDOSWDSIFMBP BH U WKH UHPDLQLQJ FRQGLWLRQDO FDSLWDO Rl WKH &R@SDWL P@ B & A\
LQ WKH DPRXQW RI ¥ KDOO EH XVHG RQO\ WR WKH H[WHQW WKDW KROGHUV RI VWRFN RSWLRQV
DZDUGV 356$V° JUDQWHG E\ (YRWHF RQ WKH EDVLV RI WKH VKDUHKROGHUVY UHVROXWLRQV RI
H[HUFLVH WKHLU ULJKWV WR VXEVFULE H RRUG QMZRQRW F B SAKDDGI L Q, W KH WRWDO DPRXQW RI Y%
RSWLRQV DQG 63$%$V H[HUFLVHG WKHLU ULJKWV WR \$GEBVRVWILFEEGIDI®R B RHE L WKLIRWDHD\O LRD BAKHDER P DK |
H[LVWV WR LVVXH QR SDU YDOXH EHDUHU VKDUHV WR RZQHUV RU FUHGLWRUV Rl FRQYHUWLEO
LQFRPH ERQGY RU D FRPELQDWLRQ RI VXFK LQVWUXPHQWY WKDW PD\ EH LVVXHG E\ (YRWHF R

]



,1)250$7,21 38568$17 72 6(&7,21 D DQG D2) 7+( *(50%1 &200(5}&,$/ &2'(

OHHWLQJ RQ -XQH $Q\ VXFK FRQWLQJHQW FDSLWDO LQFUHDVH VKDOO RQO\ EH XVHG WR \
RZQHUV RU FUHGLWRUV DUH REOLJDWHG WR FDUU\ RXW WKHLU GXW\ Rl FRQYHUVLRQ DQG WR W
DXWKRUL]HG FDSLWD ® WDYUH DEWHOLRMGI IRBWDUHKROGHU V (TXLW\ LQ WKH 1RWHV WR WKH FRQVR
LQIRUPDWLRQ

7KH &RPSDQ\ KDV QRW LVVXHG DQ\ FRQYHUWLEOH ERQGY RU RSWLRQ GHEHQWXUHV LQ WKH ODVYV

5*#4'*1.&+0)5 1( #6 .'#56 1( 816+0) 4+)*65

$V RHFHPEHU QR VKDUHKROGHU KROGWRWRQJPRIWHKWV WKH

%14214#6' )18'40#0%"' 5647%674"

(YRWHFfV FRUSRUDWH JRYHUQDQFH VWUXFWXUH LV IXUWKHU GHWDLOHG LQ WKH 3'HFODUDWLR
ZHEVLWHKX\MQMGSW Z2ZZ HYRWHF FRP LU QHZV VXVWDLQDELOLW\ JRYHUQDQFH

#76*14+<#6+10 1( /#0#)'/'06 61 4'274%*#5"' 561 % -

(YRWHF LV FXUUHQWO\ QRW DXWKRUL]JHG E\ D UHVROXWLRQ RI WKH $QQXDO *HQHUDO OHHWLQJ W

#/'0&/'06 61 6*' %1/2#0;i5 #46+%.'5 1( #551%+#6+10 #221+06/'06
1( 6* /#0#)'/'06 $1#4&

$Q\ DPHQGPHQW WR WKH &RPSDQ\fV $UWLFOHV RI $VVRFLDWLRQ UHTXLUHVY D VKDUHKROGHU UH
&RUSRUDWLRQ $FW $NW* DQG VHFWLRQ RI WKH $UWLFOHV RI $VVRFLDWLRQ WKH VKDUHKR(
UHTXLUHV DQ DIILUPDWLYH YRWH RI DW OHDVW WKUHH TXDUWHUV RI WKH &RPSDQ\TV VKDUH F
GLVPLVVDO RI PHPEHUV RI WKH ODQDJHPHQW %RDUG DUH JRYHUQHG E\ VHFWLRQV DQG R1 WK

%*#0)"' 1( %10641. 2418+5+105

7KH ODQDJHPHQW %RDUG PHUHO\ KDV FXVWRPDU\ ULJKWV LQ WKH HYHQW RI FKDQJH RI FRQWUR(
HLWKHU DORQH RU XQGHU WKH UXOHV RI t :Sh* *HUPDQ 6HFXULWLHV $FTXLVLWLRQ DQG 7DNF

RI WKH VKDUHV RI WKH &RPSDQ\ DQG DV D FRQVHTXHQFH WKHUHRI WKH WDVNV DQG VFRSH R
VXEVWDQWLDOO\ DOWHUHG 7KH FRQWUDFWY RI WKH PHPEHUV RI WKH ODQDJHPHQW %RDUG FRQ\
%RDUG WR WHUPLQDWH WKHLU H[LVWLQJ FRQWUDFWYV ZLWK WKUHH PRQWKVY QRWLFH ZLWKLQ D
WKH HYHQW RI VXFK DQ HIIHFWLYH WHUPLQDWLRQ WKH PHPEHU RI WKH ODQDJHPHQW ZRXOG EH
PRQWKfV VDODU\ FDOFXODWHG DV WKH VXP RI WKH PRQWKO\ EDVH SD\PHQWYV DQG RI WKH WEL
UHPDLQLQJ WHUP RI WKH VHUYLFH DJUHHPHQW 7KH /RQJ 7THUP ,QFHQWLYH 3/7,” 30DQV FRQWDL



'HFODUDWLRQ RI F
PDQDJHPHQW

(YRWHF 6( LV JXLGHG E\ UHFRJQL]J]HG VWDQGDUGV RI JRRG DQG UHVSRQVLEOH FRUSRUDWH JRY}
&RUSRUDWH *RYHUQDQFH .RGHI[’ DV DPHQGHG IURP WLPH WR WLPH LV WKH JXLGHOLQH IRU
JRYHUQDQFH VWDQGDUGY DSSOLHG DUH VXPPDUL]JHG LQ WKH FRUSRUDWH JRYHUQDQFH GHFODU
'"HFODUDWLRQ RI &RQIRUPLW\ SXUVXDQW WR t Rl WKH *HUPDQ 6WRFN &RUSRUDWLRQ $FW 3'HX
%RDUG DQG WKH 6XSHUYLVRU\ %RDUG LQ '"HFHPEHU DV ZHOO DV WKH &RUSRUDWH *RYHUQDQ!|

7KH FRUSRUDWH JRYHUQDQFH GHFODUDWLRQ 3HFODUDWLRQ RI &RUSRUDWH ODQDJHPWMWRY LV I
ZZZ HYRWHF FRP LU QHZV VXVWDLQDELOLW\ JRYHUQDQFH

SHPXQHUDWLRGC
SHSRUW

7KH 5HPXQHUDWLRQ 5HSRUW RI (YRWHF LV DYDLODEOH RQ WKH &RPSDQ\fV ZHEVLWH LQ WKH *RY
DQG 6XSHUYLVRU\ %YRDUG VHFWLRKQWWWSSH U 2¥ K HH YRROV\GHRFZERP QUQNHZYV VXVWDLQDELOLW\ JRYHUQD(

(YRWHF 6(
7KH ODQDJHPHQW %RDUG
+DPEXUJ ODUFK



&SRQVROLGDWHG |
VWDWHPHQW )56

&RQVROLGDWHG LQFRPH VWDWHPHQW
&RQVROLGDWHG VWDWHPHQW RI FRPSUHKHQVLY
&RQVROLGDWHG VWDWHPHQW RI ILQDQFLDO Si
&RQVROLGDWHG VWDWHPHQW RI FDVK IORZV
&RQVROLGDWHG VWDWHPHQW RI FKDQJHV LQ VWRF
1RWHV WR WKH FRQVROLGDWHG ILQDQFLDO VW
IRU WKH ILQDQFLDO \HDU

]
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<HDU HQGHDA) HQGHG 'HFHPEH

LQ N¥2 HI[FHSW VKDUH DQG SHU VKDUH GDWD IRRWQRWH UHI|HRHOFEH U

5HYHQXH

&RVW RI 5HYHQXH

*URVV SURILW

2SHUDWLQJ LQFRPH H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW

6HOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

2WKHU RSHUDWLQJ LQFRPH

2WKHU RSHUDWLQJ H[SHQVHV

5HRUJDQL]DWLRQ FRVWYV

7TRWDO RSHUDWLQJ LQFRPH H[SHQVHV

2SHUDWLQJ LQFRPH ORVV

1RQ RSHUDWLQJ LQFRPH H[SHQVH

*DLQ ORVV RQ LQYHVWPHQW LQ ILQDQFLDO LQVWUXPHQWY UHYDOXDWLRQ

6KDUH RI SURILW ORVV DQG UHYDOXDWLRQ RI DW HTXLW\ LQYH

VWPHQWYV

2WKHU ILQDQFLDO LQFRPH

2WKHU ILQDQFLDO H[SHQVH

2WKHU QRQ RSHUDWLQJ LQFRPH H[SHQVH

1HW ,QFRPH ORVV EHIRUH WD[HV

,QFRPH WD[HV

1HW LQFRPH ORVV

‘HLIJKWHG DYHUDJH VKDUHV RXWVWDQGLQJ

1HW LQFRPH SHU VKDUH EDVLF

IHW LQFRPH SHU VKDUH GLOXWHG
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<HDU HQGHG 'HRHAAHHQGHG 'HFHPEF
LQ N¥% IRRWQRWH UHIHUHQFH
1HW LQFRPH ORVV

$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH

,WHPV ZKLFK DUH QRW UH FODVVLILHG WR QHW LQFRPH RU ORVV DW D ODWHU GDWH

5HPHDVXUHPHQW RI GHILQHG EHQHILW REOLJDWLRQ

5HYDOXDWLRQ RI HTXLW\ LOQOYHVWPHQWYV

7D[HV

,\WHPV ZKLFK KDYH WR EH UH FODVVLILHG WR QHW LQFRPH RU ORVV DW D ODWHU
GDWH

JRUHLJQ FXUUHQF\ WUDQVODWLRQ

5HYDOXDWLRQ DQG GLVSRVDO RI RWKHU VKRUW WHUP LQYHVWPHQWYV

7D[HV

2WKHU FRPSUHKHQVLYH LQFRPH ORVV

7TRWDO FRPSUHKHQVLYH LQFRPH ORVV
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LQ NY% IRRWQRWH DMIRUHHFHPEHUDV RI '"HFHPEHU
$VVHWYV

&XUUHQW DVVHWYV

&DVK DQG FDVK HTXLYDOHQWYV

L, QYHVWPHQWYV

7UDGH DQG RWKHU UHFHLYDEOHYV

&RQWUDFW DVVHWYV

L, QYHQWRULHYV

&XUUHQW WD[ DVVHWYV

2WKHU FXUUHQW ILQDQFLDO DVVHWY LQFOXGLQJ GHULYDWLYHV

BUHSDLG H[SHQVHVY DQG RWKHU FXUUHQW DVVHWYV

$VVHWV FODVVLILHG DV KHOG IRU VDOH 2

7RWDO FXUUHQW DVVHWV ]

1RQ FXUUHQW DVVHWYV

1RQ FXUUHQW LQYHVWPHQWY DQG RWKHU QRQ FXUUHQW ILQDQFALDO DVVHWYV

,QYHVWPHQWYV LQ DVVRFLDWHYV DQG -RLQW YHQWXUHYV

SBURSHUW\ SODQW DQG HTXLSPHQW

,QWDQJLEOH DVVHWYV DQG *RRGZLOO

'"HIHUUHG WD[ DVVHWYV

1RQ FXUUHQW WD[ DVVHWYV

2WKHU QRQ FXUUHQW DVVHWYV

7TRWDO QRQ FXUUHQW DVVHWYV
7RWDO DVVHWYV
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LQ N¥%

IRRWQRWH DMIRUHHFFHPEHUDV Rl '"HFHPEHU

/LDELOLWLHY DQG 6WRFNKROGHUV (TXLW\

&XUUHQW OLDELOLWLHYV

&XUUHQW ILQDQFLDO OLDELOLWLHYV

7UDGH DQG RWKHU SD\DEOHV

&RQWUDFW OLDELOLWLHYV

'"HIHUUHG LQFRPH

SBURYLVLRQV

&XUUHQW LQFRPH WD[ OLDELOLWLHYV

2WKHU FXUUHQW OLDELOLWLHYV

7TRWDO FXUUHQW OLDELOLWLHV

1RQ FXUUHQW OLDELOLWLHV

1RQ FXUUHQW ILQDQFLDO OLDELOLWLHV

'"HIHUUHG WD[ OLDELOLWLHV

SURYLVLRQV

&RQWUDFW OLDELOLWLHV

'"HIHUUHG LQFRPH

2WKHU QRQ FXUUHQW OLDELOLWLHYV

7TRWDO QRQ FXUUHQW OLDELOLWLHYV

6WRFNKROGHUV HTXLW\

6KDUH FDSLWDO

7UHDVXU\ VKDUHV DW FRVW

I+

$GGLWLRQDO SDLG LQ FDSLWDO

5SHWDLQHG (DUQLQJV

$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH

7TRWDO VWRFNKROGHUYV HTXLW\

7RWDO OLDELOLWLHYVY DQG VWRFNKROGHUV HTXLW\
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H UHIHUHQFH

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHYV

1HW LQFRPH ORVV

,QFRPH WD[ H[SHQVH

'"HSUHFLDWLRQ DQG DPRUWL]DWLRQ

,PSDLUPHQW Rl WDQJLEOH DQG LQWDQJLEOH DVVHWYV

(TXLW\ VHWWOHG VKDUH EDVHG SD\PHQW WUDQVDFWLRQ

JLQDQFLDO LQFRPH DQG H[SHQVHV

6KDUH RI ORVV SURILW DQG UHHYDOXDWLRQ RI DW HTXLW\ LQY,|

HVWPHQWYV

*DLQ ORVY RQ LQYHVWPHQW LQ ILQDQFLDO LQVWUXPHQWV UHH

YDOXDWLRQ

2WKHU QRQ FDVK LWHPV

*DLQ ORVV RQ VDOH RI LQYHVWPHQW RI DIILOLDWHG FRPSDQLH

\Y

*DLQ ORVV RQ VDOH RI DW HTXLW\ LQYHVWPHQWYV

&KDQJHV LQ LQYHQWRULHV

&KDQJHV LQ WUDGH DFFRXQWY UHFHLYDEOH

&KDQJHV LQ WUDGH DFFRXQWYV SD\DEOH

2WKHU FKDQJHV LQ ZRUNLQJ FDSLWDO

7D[HV UHFHLYHG SDLG QHW RI UHIXQGV

1HW FDVK SURYLGHG E\ XVHG LQ RSHUDWLQJ DFWLYLWLHYV

&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHV

,QWHUHVW UHFHLYHG

3XUFKDVH RI SURSHUW\ SODQW DQG HTXLSPHQW

BURFHHGV IURP VDOH RI SURSHUW\ SODQW DQG HTXLSPHQW

3XUFKDVH RI LQWDQJLEOH DVVHWY DQG DGGLWLRQV WR FDSLWD
H[SHQGLWXUHV

OL]HG GHYHOR

SPHQW

BURFHHGV IURP WKH GLVSRVDO RI DIILOLDWHG FRPSDQLHV

,QYHVWPHQWY WR DFTXLUH DVVRFLDWH FRPSDQLHV RWKHU QR(
FRQYHUWLEOHYV

FXUUHQW LQY

HVWPHQWY DQG

BURFHHGV IURP WKH GLVSRVDO RI DVVRFLDWHG FRPSDQLHV RW
LQYHVWPHQWY DQG FRQYHUWLEOHYV

KHU QRQ FXUUH

QW

3XUFKDVH RI FXUUHQW LQYHVWPHQWYV

BURFHHGV IURP VDOH RI FXUUHQW LQYHVWPHQWYV

'LYLGHQGV UHFHLYHG

BURFHHGV IURP *RYHUQPHQW *UDQWYV

1HW FDVK SURYLGHG E\ XVHG LQ LQYHVWLQJ DFWLYLWLHV

&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHV

,QWHUHVW SDLG

BURFHHGV IURP ORDQV

7TUDQVDFWLRQ FRVWY UHODWHG WR ORDQV

B3URFHHGV IURP WKH H[HUFLVH RI VKDUH RSWLRQV

5HSD\PHQWYV RI ORDQV

3XUFKDVH RI WUHDV XU\ VKDUHV

5HSD\PHQWYV Rl OHDVH OLDELOLWLHYV

1HW FDVK SURYLGHG E\ XVHG LQ ILQDQFLQJ DFWLYLWLHV

1HW LQFUHDVH GHFUHDVH LQ &DVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWY DW -DQXDU\

(I 'THFWV RI UHYDOXDWLRQ DQG RI PRYHPHQWY LQ H[FKDQJH UDW

&DVK DQG FDVK HTXLYDOHQWY DW '"HFHPEHU
,QFOXGHYVY GHULYDWLYH UHYDOXDWLRQV

LQFO
LQFO

Ya
Ya

N
N

Ya
Ya

N RI'5'WD[ FUHGLWY UHFHLYHG
N RI UHVWULFWHG FDVK

]

HVY RQ FDVK KH

DG

LOQYHQWRU\ ZULWH RIIV DOORZDQFHV IRU GRXEWIXO DFFRXQWV DQG XQUH
2WKHU FRPSRQHQWYVY RI ZRUNLQJ FDSLWDO LQFOXGH &RQWUDFW DVVHWY DQG OLDELOLWLHY 3UHSDLG H[SHQVHV D
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LQ N¥ HIFHSW VKDUH GDWD

6KDUH FDSLWDO

IRRWQRWH
UHIHUHQFHG6KDUHYV

7UHDV XU\

$PRXQW FF

72
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,QFRPH DQG H[SHQVH UHFRJQL]HG LQ

RWKHU FRPSUHKHQVLYH LQFRPH

$GGLWLF
FD ¢S

JRUHLJQ 5HYDC 7RWDO V\
WUDC UHV S5HWDLQHG (DUQLETY

%DODQFBD@X\D U\

2]

([HUFLVHG VWRFN RSWLRQV

BWRFN RSWLRQ SODQ

3XUFKDVH RI WUHDVXU\ VKDUHV

2WKHU FRPSUHKHQVLYH LQFRPH

1HW LQFRPH ORVV IRU WKH SHULRG

7TRWDO FRPSUHKHQVLYH LQFRPH ORVV

%DODQFH DW '"HFHPEHU

([HUFLVHG VWRFN RSWLRQV

BWRFN RSWLRQ SODQ

3XUFKDVH RI WUHDVXU\ VKDUHV

2WKHU FRPSUHKHQVLYH LQFRPH

1HW LQFRPH ORVV IRU WKH SHULRG

7TRWDO FRPSUHKHQVLYH LQFRPH ORVV

%DODQFH DW '"HFHPEHU




1IRWHV WR WKH FR
ILQDQFLDO VWDWH]I
ILQDQFLDO \HDU

$75+0'55 &'5%4+26+10

(YRWHF 6( LQFOXGLQJ LWV DIILOLDWHYVY DQG VXEVLGLDULHV 3(YRWHF3 WKH 3*URXS® RU WKH
LQQRYDWLYH DSSURDFKHVY WR GHYHORS QHZ SKDUPDFHXWLFDO SURGXFWV 2XU RIIHULQJV UDQJ
ORQJ WHUP VWUDWHILF SDUWQHUVKLSY ZLWK OHDGLQJ SKDUPD DQG ELRWHFKQRORJ\ FRPSDQLI
YHQWXUH FDSLWDO SDUWQHUYV

(YRWHF 6( ORFDWHG LQ +DPEXUJ (VVHQHU %RJHQ +DPEXUJ *HUPDQ\ LV UHJLVWHUHG LQ

7KH &RPSDQ\ ZDV IRXQGHG RQ 'HFHPEHU DQG LV OLVWHG RQ WKH J)UDQNIXUW 6WRFN ([FKD
6WDQGRQGHU WKH WLFNHU 3(973 DV ZHOO DV RQ 1%$6'$4 1HZ <RUN 86% XQGHU WKH WUDGLQJ V\PE

7KH ODQDJHPHQW %RDUG SUHSDUHG WKH FRQVROLGDWHG ILRQ @BPULUIFX VWDWHPRRGWAN ORUVW KEWHITX
WKHP WR WKH 6XSHUYLVRU\ %RDUG IRU UHYLHZ DQG LSS URYDOHDQ\WWHDWPRH @ WEW IR f$SULORI WKH
&RGH WKH VXEVLGLDU\ (YRWHF ,QWHUQDWLRQDO *PE+ GRHV QRW SUHSDUH D PDQDJHPHQW UHSF

[#6'4+# #%%1706+0) 21.+%+'5

7KH PDWHULDO DFHRXRSMEMUIHSRIOQ AMYKH SUHSDUDWLRQ RI WKHVH &RQVROLGDWHG )UR Y HETQOQ Y6
7KHVH SROLFLHVY KDYH EHHQ FRQVLVWHQWO\ DSSOLHG WR DOO WKH \HDUV SUHVHQWHG XQOHVYV

O %$6,6 2) 35(3$5%7,21 O
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQW V' FRPEHWKHDQDZHOYH PRQWK SHULRGVY HQGHG

,Q DFFRUGDQFH ZLWK 5HJXODWLRQ 1R RI WKH (XURSHDQ 3DUOLDPHQW DQG &RXQFLO R
SUHVHQWHG LWV FRQVROLGDWHG ILQDQFLDO \HWDW ARH QWA B @, PF6F RWISIDIQVHF RIO/DHK F V8 6 YWHIOQ FW R
DQG ILQDQFLDO UHSRUWLQJ VWDQGDUGVY ,$6V DQG ,)56V DQG WR LQWHUSUHWDWLRQV RI WKI
DSSOLFDWLR@XDW\RI 7KH FRQVROLGDWHG ILQDQFLDO'NFMPVEHRH QWD Y EYRMPHSUBNE RUHG LQ FRP!
,)56 DV LVVXHG E\ WKH ,$6% DQG ZLWK ,)56 DARVHRBBR®RUVHG E\ WKH (8 DV RI

(YRWHF 6( DV WKH XOWLPDWH SDUHQW FRPSDQ\ SUHSDUHV LWV FRQVROLGDWHG ILQDQFLDO V!

QRWHYVY DUH VWDWHG LQ WKRXVDQGV RI (XURV N¥% XQOHVV RWKHUZLVH QRWHG 7KH (XUR LV WK
QRW DGG XS SUHFLVHO\ WR WKH WRWDOV SURYLGHG

]



7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWK WK
EDVLV RI DFFRXQWLQJ FRQVLVWHQF\ RI SUHVHQWDWLRQ PDWHULDOLW\ DQG DJJUHJDWLRQ 7K|
LOQWHUQDO IXQFWLRQV RI WKH *URXS

$GGIRMDO UHTXLUHPHQWYV RI 6HFWLRQ t H RI WKH *HUPDQ &RPPHUFLDO &RGH +*% KDYH EF
WKH HQG RI WKH UHSRUWLQJ SHULRG

0 6,*1,),&%$17 $&&2817,1* -8'*0(176 $1' (67,0%7(6 O

7KH SUHSDUDWLRQ RI WKH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY LQ DFFRUGDQFH ZLWK ,
DVVXPSWLRQV WKDW DIIHFW WKH DSSOLFDWLRQ RI DFFRXQWLQJ SROLFLHVY WKH UHSRUWHG DPF
GLVFORVXUHV DV ZHOO DV WKH GLVFORVXUH RI FRQWLQJHQW OLDELOLWLHYV 7KHVH HVWLPDWE
IURP WKHVH HVWLPDWHYV XQGHU GLIITHUHQW DVVXPSWLRQV RU FRQGLWLRQV

7KH *URXS HYDOXDWHY WKHVH DFFRXQWLQJ MXGIJPHQWYVY DQG HVWLPDWHY RQ DQ RQJRLQJ EDVL
H[SHFWHG IXWXUH RXWFRPHV WKLUG SDUW\ YDOXDWLRQ DQG YDULRXV RWKHU DVVXPSWLRQV \
([LVWLQJ FLUFXPVWDQFHY DQG DVVXPSWLRQV DERXW IXWXUH GHYHORSPHQWYV PD\ FKDQJH GXH W
WKH DVVXPSWLRQV LI DQG ZKHQ WKH\ RFFXU

7KH *URXS UHYLVHV VLIJQLILFDQW HVWLPDWHY DV UHOHYDQW DQG DSSOLFDEOH LI FKDQJHV RF
DYDLODEOH DQG ZRXOG UHTXLUH (YRWHF WR GR VR

7KH DUHDV ZKHUH WKH PRVW VLJQLILFDQW MXGJPHQWYVY DQG HVWLPDWHY DUH PDGH UHODWH WR

-XGJPHQW
+5HYHQXH UHFRJQLWLRQ GHWHUPLQDWLRQ RI SHUIRUPDQFH REOLJDWLRQV DQG DOORFDWLRQ R
WLPH SHUIRUPDQFH REOLJDWLRQV

+/LNHOLKRRG Rl RFFXUUHQFH RI SURYLVLRQV XQFHUWDLQ WD[ SRVLWLRQV DQG FRQWLQJHQW OL
+ PSDLUPHQW DQDO\VHV LQ UHODWLRQ ZLWK JRRGZLOO DQG LQWDQJLEOH DVVHWYV DUH SHUIRUF
YDOXH H[FHHGV WKH UHFRYHUDEOH DPRXQW ZKHQHYHU D WULJJHULQJ HYHQW RFFXUV 7KHVH D
IORZV ZKLFK LQFOXGH DVVXPSWLRQV RQ FDVK IORZ VFKHGXOH WHUPLQDO YDOXH JURZWK UDW
+'HWHUPLQDWLRQ RI WKH IDLU YDOXHV RI /HYHO ILQDQFLDO DVVHWYV ZKHUH VLJQLILFDQW LQ¢
PDUNHW GDWD

'"HWHUPLQDWLRQ RI PDUNHWLQJ DSSURYDO IURP UHJXODWRU\ DXWKRULWLHYV DV D UHTXLUHPHQ\
'"HWHUPLQDWLRQ Rl WKH UHFRYHUDELOLW\ Rl GHIHUUHG WD[ DVVHWYV

,GHQWLILFDWLRQ Rl FRQWLQJHQW OLDELOLWLHY DQG RQHURXV FRQWUDFWYV

'"HWHUPLQDWLRQ ZKHWKHU D OLQNHG WUDQV D FWLRIQN [DLFWLVR QQD\Y & HDORORW B WL RQ IR IVWKH. AFEQ@ DL
FRQWUDFWYV

+ + + -+

(WLPDWHV

+$VVHVVPHQW RI WKH UHFRYHUDEOH DPRXQW RI JRRGZLOO DQG LQWDQJLEOH DVVHWYV
+OHDVXUHPHQW RI WKH UHFRYHUDELOLW\ RI GHIHUUHG WD[ DVVHWYV

+'HWHUPLQDWLRQ RI EXGJHWHG )7( UDWHV LQ WKH DVVHVVPHQW Rl SHUFHQWDJH Rl FRPSOHWLRG
+$OORFDWLRQ RI WKH FRQVLGHUDWLRQ WR WKH GLIIHUHQW FRQWUDFWV LQ WKH FRQWH[W RI D \

7KH *URXS FRQVLGHUV WKH SRWHQWLDO LPSDFW RI FOLPDWH UHODWHG PDWWHUV LQ HVWLPDWH
DQG GHYHORSPHQWY LQFOXGLQJ FKDQJHV LQ OHJLVODWLRQ ZKLFK PD\ DIIHFW WKH IDLU YDOX
VWDWHPHQWY HVSHFLDOO\ EXW QRW OLPLWHG WR GHIHUUHG WD[ DVVHWV UHFRYHUDELOLW\ XV}

(YHQ WKRXJK FOLPDWH UHODWHG PDWWHUV LQFUHDVH WKHHREMHPHEKHW D L QWK\HL'QJ R X 8V IGRRIHW HY RIQ B HE
WKH LPSDFW RI FOLPDWH UHODWHG PDWWHUV ZRXOG EH PDWHULDO WR WKH &RQVROLGDWHG )LQ

JRU IXUWKHU GLVFXVVLRQ RI WKHVH VLJQLILFDQW MXGJPHQWY DQG HVWLPDWHY UHIHUHQFH LV
&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY WKDW UHODWH WR WKH DERYH WRSLFV

]
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7KH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY FRPSULVH WKH ILQDQFLDO VWDWHPHQWYV RI (YRW
LV H[SRVHG RU KDV ULJKWV WR YDULDEOH UHWXUQV IURP LWV LQYROYHPHQW ZLWK WKH LQYHVW
LOQYHVWHH *HQHUDOO\ WKHUH LV D SUHVXPSWLRQ WKDW D PDMRULW\ RI YRWLQJ ULJKWV UHV>
*URXS KDV OHVV WKDQ D PDMRULW\ RI WKH YRWLQJ RU VLPLODU ULJKWV RI DQ LQYHVWHH WKF
ZKHWKHU LW KDV SRZHU RYHU DQ LQYHVWHH LQFOXGLQJ WKH FRQWUDFWXDO DUUDQJHPHQW V

FRQWUDFWXDO DUUDQJHPHQWY DQG WKH *URXSTV YRWLQJ ULJKWV DQG SRWHQWLDO YRWLQJ ULJ

6XEVLGLDULHV
6XEVLGLDULHYVY DUH IXOO\ FRQVROLGDWHG IURP WKH GDWH WKDW FRQWURO FRPPHQFHV XQWLC
FRPSDQLHY DUH HOLPLQDWHG DV ZHOO DV LQWUDJURXS SURILWYV

$VVRFLDWHYV

$VVRFLDWHY DUH DOO HQWLWLHV RYHU ZKLFK WKH *URXS KDV VLJQLILFDQW LQIOXHQFH EXW
EHWZHHQ DQG RI WKH YRWLQJ ULJKWV RU ZKHQ WKH *URXS KDV ERDUG UHSUHVHQWDWLRQ
DV EXW QRW OLPLWHG WR SDUWLFLSDWLQJ LQ WKH ILQDQFLDO DQG RSHUDWLQJ SROLF\ GHFLVLE
FRQWURO RYHU WKRVH SROLFLHVY ,QYHVWPHQWY LQ DVVRFLDWHY DUH DFFRXQWHG IRU XVLQJ \
JDLQV DQG ORVVHV IURP WUDQVDFWLRQV EHWZHHQ WKH *URXS DQG LWV DVVRFLDWHV RU MRLQ
LQWHUHVWY LQ WKH DVVRFLDWHYV

/RVV RI FRQWURO

8SRQ ORVV RI FRQWURO WKH *URXS GHUHFRJQL]HVY WKH DVVHWY DQG OLDELOLWLHV RI WKH VXE'
LI DQ\ UHODWHG WR WKH VXEVLGLDU\ $Q\ VXUSOXV RU GHILFLW DULVLQJ IURP WKH ORVV RI F
*URXS UHWDLQV DQ\ LQWHUHVW LQ WKH SUHYLRXV VXEVLGLDU\ VXFK LQWHUHVW LV PHDVXUH
DFFRXQWHG IRU DV HLWKHU DQ HTXLW\ DFFRXQWHG LQYHVWHH RU DV D ILQDQFLDO DVVHW GHSH

$00 LQWHUFRPSDQ\ UHFHLYDEOHV OLDELOLWLHY DQG DOO LQWHUFRPSDQ\ UHYHQXH LQFRPH
FRQVROLGDWLRQ

7KH ILQDQFLDO VWDWHPHQWYV RI DOO WR EH FRQVROLGDWHG VXEVLGLDULHV DUH SUHSDUHG XV
"HFHPEHU

O )25(,*1 &855(1&,(6 O

JRUHLJQ FXUUHQF\ WUDQVDFWLRQV
7KH ILQDQFLDO VWDWHPHQWY RI DOO (YRWHF *URXS HQWLWLHY DUH PHDVXUHG XVLQJ WKH FXI
RSHUDWHYV S3WKH IXQFWKRQOD FEXU85HQM WKH IXQFWLRQDO FXUUHQF\ RI WKH *URXS DQG WKH ¢
JLQDQFLDO 6WDWHPHQWYV

JRUHLJQ FXUUHQF\ WUDQVDFWLRQV DUH WUDQVODWHG LQWR WKH IXQFWLRQDO FXUUHQF\ XVLQJ
YDOXDWLRQ LQ FDVHV ZKHUH LWHPV DUH UHPHDVXUHG )RUHLJQ H[FKDQJH JDLQV DQG ORVVHV
WUDQVODWLRQ DW \HDU HQG H[FKDQJH UDWHV Rl PRQHWDU\ DVVHWY DQG OLDELOLWLHY GHQRPL

JRUHLJQ RSHUDWLRQV

7KH DVVHWYV DQG OLDELOLWLHV RI IRUHLJQ RSHUDWLRQV LQFOXGLQJ JRRGZLOO DQG IDLU YDO
H[FKDQJH UDWHY SUHYDLOLQJKHWLYKRIPHHB®G WMI[H QMHVHRI IRUHLJQ RSHUDWLRQV DUH WUDQVOD
H[FKDQJH UDWH

JRUHLJQ FXUUHQF\ GLIITHUHQFHYV DULVLQJ XSRQ WUDQVODWLRQ RI IRUHLJQ RSHUDWLRQV LQWR (
DV SDUW RI FXUUHQF\ WUDQVODWLRQ UHVHUYHV LQ 6KDUHKROGHUV (TXLW\

:KHQ D IRUHLJQ RSHUDWLRQ LV GLVSRVHG RI OHDGLQJ WR D ORVV RI FRQWURO VLJQLILFDQW
WUDQVODWLRQ GLIITIHUHQFHYVY UHODWHG WR WKH IRUHLJQ RSHUDWLRQ LV UHFODVVLILHG WR WKH

]



O +(/' )25 6$/( 35(6(17%7,21 O

7KH *URXS FODVVLILHVY D QRQ FXUUHQW DVVHW RU GLVSRVDO JURXS DV KHOG IRU VDOH LI L
WUDQVDFWLRQ UDWKHU WKDQ WKURXJK FRQWLQXLQJ XVH JRU WKLV WR EH WKH FDVH WKH D\
SUHVHQW FRQGLWLRQ VXEMHFW RQO\ WR WHUPV WKDW DUH XVXDO DQG FXVWRPDU\ IRU VDOHV R

O $/7(51%$7,9( 3(5)250%1&( 0($685(6 O

7TKH *URXKBILQHV $GMXVWHG (%,7'$ DV QHW LQFRPH ORVV DGMXVWHG IRU LQWHUHVW WD[HV
JRRGZLOO DQG RWKHU LQWDQJLEOH DQG WDQJLEOH DVVHWYV WRWDO QRQ RSHUDWLQJ LQFRPH C
WKDW LQ PDJQLWXGH QDWXUH RU RFFXUUHQFH ZRXOG GLVWRUW WKH SUHVHQWDWLRQ RI WKH
PHDVXUH SUHVHQWHG LQ LQFUHPHQW WR ,)56 EDVHG PHDVXUHV RI ILQDQFLDO SHUIRUPDQFH $G
WKH ODQDJHPHQW %RDUG WR DVVHVV ILQDQFLDO SHUIRUPDQFH ODQDJHPHQW EHOLHYHV $GMXVYV
EHFDXVH LW HOLPLQDWHY WKH LPSDFW RI LQFRPH DQG H[SHQVHV WKDW GR QRW UHODWH GLUHF)

$GMXVWHG (%,7'$ LV H[SHFWHG WR UHIOHFW WKH RQJRLQJ SHUIRUPDQFH RI WKH UHEXUULQJ D
EHFDXVH RI WKH XQGHUO\LQJ QDWXUH RI WKHVH LWHPV DQG WKH LPSDFW WKH\ KDYH RQ WKH D
HOHPHQWYV DUH GLVFORVHG ZLWK WKH REMHFWLYH RI EHLQJ FRQVLVWHQW ZLWK WKH LQIRUPDW
*URXS FRPSDQLHV

$GMXVWHG (%,7'$ IRU ILOQODY RABDOLYHIUIURP RSHUDWLQJ LQFRPH ORVV DV IROORZV

'LVFRYHU\ 3UHFOLQLFDO
,Q NY% 'HYHORSPHROWW (YRWHF %LRORJIRWWF *URXS
2SHUDWLQJ LQFRPH ORVV
'"HSUHFLDWLRQ RI WDQJLEOH DVVHWYV

$PRUWL]DWLRQ RI LQWDQJLEOH DVVHWYV +
((WHUQDO F\EHU UHODWHG FRVWY QHW RI UHLPEXUVHPHQWYV +
5HRUJDQL]DWLRQ FRVWYV +
&KDQJH LQ FRQWLQJHQW FRQVLGHUDWLRQ HDUQ RXW + + +
20H RIl DUELWUDWLRQ FRVWYV +

,QFRPH ([SHQVHY UHODWHG WR WKH GLVSRVDO RI -XVW (YRMWHF %LRORJLFV| (8 6%6
,QFRPH ([SHQVHVY UHODWHG WR WKH GLVSRVDO RI DVVRFLDWH FRPSDQLHV =

$GMXVWHG (%,7'$ IRU ILQDQ FAHDWL YHHIBUIURP RSHUDWLQJ LQFRPH ORVV DV IROORZV

'LVFRYHU\ 3UHFOLQLFDO
,Q N¥% '"HYHORSPHQXWW (YRWHF %LRERBRMFWF *URXS
2SHUDWLQJ LQFRPH ORVV

'"HSUHFLDWLRQ RI WDQJLEOH DVVHWYV

$PRUWL]DWLRQ RI LQWDQJLEOH DVVHWYV

I+

((WHUQDO F\EHU UHODWHG FRVWYV QHW RI UHLPEXUVHPHQWYV

5HRUJDQL]DWLRQ FRVWYV

&KDQJH LQ FRQWLQJHQW FRQVLGHUDWLRQ HDUQ RXW

I+

2QH RIl DUELWUDWLRQ FRVWYV + + +
,QFRPH ([SHQVHVY UHODWHG WR WKH GLVSRVDO RI -XVW (YRWHF %LRORJLFV (@ 6%$6 +
,QFRPH ([SHQVHVY UHODWHG WR WKH GLVSRVDO RI DVVRFLDW#l FRPSDQLHV = +

$GMXVWHG (%,7'$

]
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7KH IROORZLQJ DPHQGPHQW EBPX®WHIIHFWLYH DV DW
+$PHQGPHQWYV WR ,$6 /DFN RD QPEIX\QJHDELOLW)\

7KLV DPHQGPHQW GLG QRW KDYH D VLJQLILFDQW LPSDFW RQ WKH *URXS*V FRQVROLGDWHG
'"HFHPEHU

7KH IROORZLQJ DPHQGPHQWY ZLOO EHFRPH HIIHFWLYH RQ RU DIWHU -DQXDU\ KRZHYHU PI
+

+$PHQGPHQWYV WR ,)56 DQG ,)56 &ODVVLILFDWLRQ DQG OHDVXUHPHQW RI )LQDQFLDO ,QVWUXF
+$PHQGPHQWY WR ,)56 DQG ,)56 3RZHU 3XUFKDVH $JUHHPHQWYV -DQXDU\

+,)56 BUHVHQWDWLRQ DQG 'LVFORVXUHV LQ )LQDQFLDO 6WDWHPHQWY -DQXDU\

(YRWHF KDV QRW HDUO\ DGRSWHG DQ\ QHZ VWDQGDUGY LQWHUSUHWDWLRQV RU DPHQGPHQWYV V
ILQDQFLDO VWDWHPHQWYV

,)56 LV H[SHFWHG WR FKDQJH WKH SUHVHQWDWLRQ Rl WKH &RQVROLGDWHG ,QFRPH 6WDWHPHGQG
LQYHVWPHQW DFWLYLWLHY DQG ILQDQFLQJ DFWLYLWLHV )XUWKHU ,)56 ZLOO UHTXLUH VWU)>
VWDUWLQJ ZLWK RSHUDWLQJ LQFRPH ORVV DV WKH EDVLV IRU FDOFXODWLQJ FDVK IORZV IURP |

,)56 ZLOO DOVR DGG DGGLWLRQDO GLVFORVXUHV EXW ZLOO QRW FKDQJH DQ\ DFFRXQWLQJ SR
UHSRUWHG QHW UHVXOWYV

$SDUW IURP ,)56 QRQH RI WKH DPHQGPHQWY OLVWHG DERYH DUH H[SHFWHG WR KDYH D VLJQLI

5+)0+(+%#06 64#05#%6+105

O &203/(7,21 2) 7+( ',6326%/ 2) -867 (927(& %,2/2*,&6 (8 6%6 O

%\ VKDUH SXUFKDVH DJUHHPHQW 63% VLJQHG RQ 1RYHPEHU DQG ZLWK FORVLQJ HIIHFWLY
WKH VKDUHV LQ LWV VXEVLGLDU\ -XVW (YRWHF %LRORJLFV (8 6%6 7RXORXVH )UDQFH VXEV
VXEVLGLDU\ VROG SURYLGHYV FOLQLFDO DQG FRPPHUFLDO ELRORJLFV PDQXIDFWXULQJ VHUYLFHYV

,Q DFFRUGDQFH ZLWK ,)56 WKH DVVHWY DQG OLDELOLWLHYV RI WKH HQWLW\ WKDW ZDV LGHQW.L
+HOG IRU 6DOH DV RI -XO\

7KH SXUFKDVH SULFH LV EDVHG RQ DQ (MRAOHUKS DD\GH GHDEOWX HURIIH ED¥%LYV D QIGODPREQWIMR Y R6D QG R]
,QWHUFRPSDQ\ ORDQV RI -XVW ¥ ZKLNBKW RARPORVHQMWRDWH $VVHWY DQG OLDELOLWLHV ZHUH GH
WKH GDWH ZKHQ WKH FRQWURO ZDV ORVW &RQVLGHULQJ HIIHFWV IURP¥L QGHNRIKLUEKDWLR g FREG
XQGHU 2WKHU 2SHUDWLQJ ([SHQVH

,Q DGGLWLRQ WR WKH 63%$% WKH WUDQVDFWLRQ HQFRPSDVVHVY PXOWLSOH DUUDQJHPHQWYV ZKLFK
JUDPHZRUN 6HUYLFH $JUHHPHQW DQG D /LFHQVH $JUHHPHQW 7KH )UDPHZRUN 6HUYLFH $JUHHPH
SURGXFW WUDQVLWLRQ VHUYLFHV RSHUDWLRQDO VXSSRUW IRU VLWH LQWHJUDWLRQ DQG SOD
SURYLGHYVY DGGLWLRQDO ULJKWV EH\RQG WKRVH SURYLGHG XQ®&GKIUFK KB ® LDF MVEGRWHD D J BRI@ WP IH&QMNU I

DQG ZDV UHFRJQL]JHG DV UHYHQXH LQ ODUFK 8QGHU WKH QHZ DJUHHPHQW DQ XSIURQW WH
FORVLQJ GDWH IROORZHG E\ D SD\PHQW RI 86' P GD\V IROORZLQJ FORVLQFIHPE@BUD TXBWKHU
UHYHQXH UHVXOWLQJ IURP WKH /LFHQVH $JUHHPHQW WRWDOHG 86" P LQ 'HFHPEHU 8QGH

$IJUHHPHQW (YRWHF ZLOO EH HOLJLEOH IRU IXUWKHU SRWHQWLDO OLFHQVH IHHV DQG GHYHORS
WKDQ 86" P RYHU WKH FRPLQJ \HDUV $GGLWLRQDOO\ WKH /LFHQVH $JUHHPHQW IRUHVHHV SRV
DJUHHPHQWY EHFDPH HIIHFWLYH XSRQ FORVLQJ

]



7KH QHW DVVHWYV GHUHFRJQL]HG DV RI WKH GLVSRVDO GDWH DUH GLVDJJUHJDWHG DV IROORZV

LQ N DV RI '"HFHPEHU
&XUUHQW $VVHWYV

2 &DVK DQG FDVK HTXLYDOHQWYV

2 QYHQWRULHYV

2 gXUUHQW WD[ DVVHWYV

2 3UHSDLG H[SHQVHVY DQG RWKHU FXUUHQW
DVVHWYV
7TRWDO FXUUHQW DVVHWYV

1RQ FXUUHQW DVVHWYV

2 3URSHUW\ SODQW DQG HTXLSPHQW

2 ,QWDQJLEOH DVVHWY DQG *RRGZLOO

2 1RQ FXUUHQW WD[ DVVHWYV

2 2WKHU QRQ FXUUHQW DVVHWYV

7TRWDO QRQ FXUUHQW DVVHWV
7RWDO DVVHWYV

LQ N DV RI '"HFHPEHU
&XUUHQW /LDELOLWLHYV

2 &XUUHQW ILQDQFLDO OLDELOLWLHYV

2 7TUDGH DQG RWKHU SD\DEOHV

2 '"HIHUUHG LQFRPH

2 3URYLVLRQV

2 &XUUHQW LQFRPH WD[ OLDELOLWLHV

2 2WKHU FXUUHQW OLDELOLWLHYV

7TRWDO FXUUHQW OLDELOLWLHYV

1RQ FXUUHQW OLDELOLWLHYV

2 'HIHUUHG WD[ OLDELOLWLHV

2 3URYLVLRQV

2 '"HIHUUHG LQFRPH

7RWDO QRQ FXUUHQW OLDELOLWLHYV

7TRWDO /LDELOLWLHYV

$ JRRGZKOO DV LQFOXGHG LQ WKH FDUU\LQJ DPRXQW WKDW KDV EHHQ GLVSRVHG RI

&DVK IORZ IURP WKH GLVSRVDO

7KH GLVSRVDO RI WKH LQWHUHVW LQ -XVW (YRWHF (8 UHWXOWH®N QHWDRS RADLWKL & HVE IRW HRD VAWK DIRKZ
WKH 33URFHHGV IURP WKH GLVSRVDO RI VXEVLGLDULHV"® LWHP ZLWK%Q W KNRY W@WHHPHRP/G ORQ \ FOF
VHWWOHPHQW %DVHG RQ WKH ILQDO &ORVLQJ VWDWHPHQW WKH *URXS UHFRYWGHG B®DWHHRFHLY |
'"HFHPEHU ZKLFK LV H[SHFWHG WR EH VHWWOHG LQ
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(YRWHF V EXVLQHVYVY DFWLYLWLHY DUH GLYLGHG LQWR WZR UHSRUWDEOH VHIPHQWYV ZKRVH VWU
*URXS

,Q WKH ODQDJHPHQW %RDUG PDGH WKH GHFLVLRQ WR UHQDPH WKH VHIJPHQW SUHYLRXVC
'HYHORSPHQW" ' 3" WR EHWWHU UHIOHFW (YRWHFYV VWUDWHJLF IRFXV

'3'" SULPDULO\ LQFOXGHYV GUXJ GLVFRYHU\ DQG SUHFOLQLFDO GHYHORSPHQW VHUYLFHV DQG VI
IURP SDWLHQW GDWD DQG FRQWLQXLQJ ZLWK WDUJHW YDOLGDWLRQ DQG OHDG RSWLPL]DWLR!
VHDPOHVVO\ WUDQVLWLRQ WR ,1' DSSOLFDWLRQ

-XVW 2 (YRWHF %LRORJLFV -(% LV RXU DGYDQFHG DSSURDFK WR GLVFRYHULQJ RSWLPL]JLQJ G
VHUYLFHV LQ WKH DUHDV RI DQWLERG\ PROHFXODU RSWLPL]DWLRQ SURGXFW DQG SURFHV)
ELRSURFHVVLQJ SODWIRUPV FRYHULQJ ERWK HDUO\ VWDJH DV ZHOO DV FRPPHUFLDO ELRPDQXID

ODQDJHPHQW GRHV QRW DOORFDWH DVVHWV DQG OLDELOLWLHV WR VHJPHQWY 7KH DVVHVVPH
RSHUDWLQJ LQFRPH ORVYV , QWHU VHIJPHQW UHYHQXH DUH YDOXHG ZLWK D SULFH FRPSDUDEO'
EDVHG RQ LQWHUQDOO\ GHILQHG DOORFDWLRQ NH\V SULPDULO\ EDVHG RQ UHYHQXH

7KH VHIPHQW LQIRUPDWLRQ IRULW KIHV | LRXID@QFEZYD O \HDU

'LVFRYHU\ 3UHFOLQLFDO

LQ N "HYHORSPHOQMW (YRWH EQMLHRORIILFFV/QW HOLP (OPWHROVRXS
5HYHQXH "

,QWHUVHJIJPHQW UHYHQXH

I+

&RVW RI UHYHQXH

*URVV SURILW

2SHUDWLQJ LQFRPH DQG H[SHQVHYV

5HVHDUFK DQG GHYHORSPHQW

6HOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

I+

2WKHU RSHUDWLQJ LQFRPH

I+

2WKHU RSHUDWLQJ H[SHQVHV

I+

5HRUJDQL]DWLRQ FRVWYV

I+
I+

7TRWDO RSHUDWLQJ LQFRPH H[SHQVHYV

2SHUDWLQJ LQFRPH ORVV
,QFOXGHYVY 5HYHQXH IURP FRQWULEXWLRQV RI % N
,QFOXGHV Y% N RI GHSUHFLDWLRQ DQG ¥ N RI DPRUWL]DWLRQ UHODWHG WR ' 3' DQG LQFOXGHV % N RI GHSU




7KH VHIPHQW LQIRUPDWLRQ IRULWKMVILRD®DOQFZYO \HDU

'LVFRYHU\ 3UHFOLQLFDO
LQ N '"HYHORSPHRWVN (YRW H FQWLIRIOMRUFAVQW H O L {Y@BWHER QAR X S
5HYHQXH -

I+

,QWHUVHJIJPHQW UHYHQXH

&RVW RI UHYHQXH

*URVV SURILW

2SHUDWLQJ LQFRPH DQG H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW

6HOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

I+

2WKHU RSHUDWLQJ LQFRPH

I+

2WKHU RSHUDWLQJ H[SHQVHYV

I+

5HRUJDQL]DWLRQ FRVWYV

I+

7TRWDO RSHUDWLQJ LQFRPH H[SHQVHV

2SHUDWLQJ LQFRPH ORVV

,QFOXGHYVY 5HYHQXH IURP FRQWULEXWLRQV RI % N
,QFOXGHV Y% N RI GHSUHFLDWLRQ DQG ¥ N RI DPRUWL]DWLRQ UHODWHG WR ' 3' DQG LQFOXGHV % N RI GHSU

I+

O *(2*5%$3+,&%$/ %5($.'2:1 0
7KH JHRJUDSKLF DO UWBHYHDNGR LR R | FKY WRKMHHIUWY D QF LY OV WHDWHG EHORZ

'LVFRYHU\ 3UHFOLQLEDO
-XV (YR

W WHF %LRORJI RWWF *URXS
LQ N¥% ‘"HYHORSPHQW

5HYHQXH E\ UHJLRQ

869%

*HUPDQ\ 2

YJUDQFH

8QLWHG .LQJGRP 2

6ZLW]HUODQG

5HVW RI WKH ZRUOG

7TRWDO UHYHQXH IURP FRQWUDFWY ZLWK FXVWRPHUV

5HYHQXH IURP FRQWULEXWLRQV

7TRWDO 5HYHQXH

7KH JHRJUDSKLFDO EUHDNGRZQ RI UHYHQXH IURP EXVWRPWHG ERHOWXKH ILQDQFLDO \HDU

‘LVFRYHU\ 3UHFOQLOLFDO
-XV (YRWHF %LRQRRMFWVF *URXS
LQ N '"HYHORSPHQOW

5HYHQXH E\ UHJLRQ

86%

I+

*HUPDQ\

JUDQFH

I+

8QLWHG .LQJGRP

6ZLW]HUODQG

5HVW RI WKH ZRUOG

7TRWDO UHYHQXH IURP FRQWUDFWYV ZLWK FXVWRPHUV

S5HYHQXH IURP FROQWULEXWLRQV

7RWDO 5HYHQXH




S5HYHQXH LV DOORFDWHG WR UHJLRQV DFFRUGLQJ WR WKH ORFDWLRQ RI WKH KHDG RIILFH RI WK

1RQ FXUUHQW DVVHWYVY FDWHJRUL]JHG E\ W' IOREHDW L RIOQEEIFWREHRR P STDQL HEY DY RO\]HG DV IROORZ

LQ N¥%
86%

8QLWHG .LQJGRP

,WDO\

JUDQFH

*HUPDQ\

7RWDO QRQ FXUUHQW DVVHWYV

1RQ FXUUHQW DVVHWY VKRZQ LQ WKLV WDEOH FRPSULVH RI IL[HG DVVHWYVY LQWDQJLEOH DVVHW
ZHOO DV LQYHVWPHQWYV IRU ZKLFK WKH HTXLW\ PHWKRG LV DSSOLHG 1RQ FXUUHQW LQYHVWPHQ

4'8'07'
O $&&2817,1* 35,1&,3/(6 O

SHYHQXH IURP FRQWUDFEWY ZLWK FXVWRPHUYV

5HYHQXH LV UHFRJQL]JHG ZKHQ WKH FRQWURO RYHU VHSDUDEOH JRRGVY VHUYLFHV RU UHVHDUF
ZLWK HQIRUFHDEOH ULJKWV DQG REOLJDWLRQV H[LVWY DQG WKDW FROOHFWDELOLW\ RI FRQVLG!
RI IDFWRUV LQFOXGLQJ SDVW WUDQVDFWLRQ KLVWRU\ ZLWK WKH FXVWRPHU DQG WKH FXVWRPHI

&RQWUDFWYV HQWHUHG LQWR DW RU QHDU WKH VDPH WLPH ZLWK WKH VDPH FXVWRPHU RU UHOD
DFFRXQWHG IRU DV D VLQJOH FRQWUDFW ZKHQ WKH\ DUH QHJRWLDWHG DV D SDFNDJH ZLWK D V
GHSHQGY RQ WKH SULFH RU SHUIRUPDQFH RI DQRWKHU FRQWUDFW RU ZKHQ WKH JRRGV RU VHU
REOLJDWLRQ ,Q DVVHVVLQJ ZKHWKHU FRQWUDFWV VKRXOG EH FRPELQHG WKH *URXS FRQVLGHL
WKDW UHYHQXH UHFRJQLWLRQ UHIOHFWV WKH HFRQRPLF UHDOLW\ RI WKH WUDQVDFWLRQ

0XOWL HOHPHQW FRQWUDFWV

7KH *URXS UHJXODUO\ HQWHUV LQWR DUUDQJHPHQWY IRU WKH 5 "' DQG VXEVHTXHQW PDQXIDFWXUH
GHOLYHU YDULRXV ULJKWV VHUYLFHVY DQG RU JRRGV IHHSOXGHQYLBHYVLIKWG/ PD QXHDAMMX U WHFK R BRY
WHUPV RI WKHVH DUUDQJHPHQWY JHQHUDOO\ SURYLGH IRU FRQVLGHUDWLRQ WR WKH *URXS LQ
FRPPHUFLDO SHUIRUPDQFH PLOHVWRQH SD\PHQWY UR\DOW\ SD\PHQWYV RU SURILW VKDULQJ

,Q DUUDQJHPHQWY LQYROYLQJ PRUH WKDQ RQH SHUIRUPDQFH REOLJDWLRQ HDFK UHTXLUHG !
TXDOLILHY DV D GLVWLQFW SHUIRUPDQFH REOLJDWLRQ EDVHG RQ ZKHWKHU

+tWKH FXVWRPHU FDQ EHQHILW IURP WKH JRRG RU VHUYLFH HLWKHU RQ LWV RZQ RU WRJHWKHU Z
+WKH JRRG RU VHUYLFH LV VHSDUDWHO\ LGHQWLILDEOH IURP RWKHU SURPLVHY LQ WKH FRQWUDT

7KH FRQVLGHUDWLRQ XQGHU WKH DUUDQJHPHQW LV WKHQ DOORFDWHG WR HDFK VHSDUDWH GL
DORQH VHOOLQJ SULFH 7KH HVWLPDWHG VHOOLQJ SULFH RI HDFK GHOLYHUDEOH UHIOHFWV W
GHOLYHUDEOH ZDV UHJXODUO\ VROG E\ WKH *URXS RQ D VWDQG DORQH EDVLV RU E\ XVLQJ DQ D¢
DORQH EDVLV LV QRW DYDLODEOH

7KH FRQVLGHUDWLRQ DOORFDWHG WR HDFK GLVWLQFW SHUIRUPDQFH REOLJDWLRQ LV UHFRJQ
WUDQVIHUUHG )RU SHUIRUPDQFH REOLJDWLRQV VDWLVILHG RYHU WLPH WKH *URXS XVXDOO\ X
FRPSOHWLRQ DV WKLV PHWKRG SURSHUO\ UHIOHFWV WKH *URXSfV SURJUHVV LQ VDWLVI\LQJ WK
SHUIRUPDQFH REOLJDWLRQV RI SURYLGLQJ D VHUYLFH RI VWDQGLQJ UHDG\ WR SURYLGH JRRGV F

&RQVLGHUDWLRQ DVVRFLDWHG ZLWK DW ULVN VXEVWDQWLYH SHUIRUPDQFH PLOHVWRQHV LV U
UHYHUVDO RI WKH FXPXODWLYH UHYHQXH UHFRJQL]HG ZLOO QRW RFFXU

]



ODWHULDO SD\PHQWV IRU WKRVH VHUYLFHY DUH JHQHUDOO\ PDGH LQ DGYDQFH E\ WKH FXVWRPH
REOLJDWLRQV DUH VDWLVILHG

&RQWUDFW DVVHWYV DUH UHFRJQL]JHG LQ FDVH WKH *URXSeV SURJUHVV RI FRPSOHWLRQ RI LW\
UHFHLYHG

OLOHVWRQH SD\PHQWYV

OLOHVWRQH SD\PHQWV IRU 5' DUH FRQWLQJHQW XSRQ WKH RFFXUUHQFH RI D IXWXUH HYHQW
HVWLPDWHY DW FRQWUDFWYTV LQFHSWLRQ WKDW WKH PRVW OLNHO\ DPRXQW IRU PLOHVWRQH

FRQVLGHUHG WKH PRVW SUHGLFWLYH IRU WKH RXWFRPH VLQFH WKH RXWFRPH LV ELQDU\ H J DF

TKHURXQFOXGHY PLOHVWRQH SD\PHQWV LQ WKH WRWDO WUDQVDFWLRQ SULFH RQO\ WR WKH H[\
ZLOO QRW RFFXU ZKHQ WKH XQFHUWDLQW\ DVVRFLDWHG ZLWK WKH YDULDEOH FRQVLGHUDWLRQ |

6HUYLFH )HHV
6HUYLFH IHHV IRU WKH DVVLIJQPHQW RI SHUVRQQHO WR 5 ' FROODERUDWLRQV DUH UHFRJQL]HG D

2WKHU IHHV
2WKHU IHHV FRQVLVW VXEVWDQWLDO6BY IRQ XHi HK®ROW H\FBKORYRINHBIFFHVYV IHHV LV UHFRJQL]JHG RYHU
IRU WHFKQRORJ\ DFFHVV IHHVY DUH JHQHUDOO\ SDLG LQ IXOO RU LQ SDUWV LQ DGYDQFH DQG UHF

/LFHQVHV RI ,3

7KH *URXS GLVWLQJXLVKHY EHWZHHQ WKH ULJKW WR XVH ,3 DQG WKH ULJKW WR DFFHVV ,3 5HYFE
OLFHQVHH FDQ XVH DQG EHQHILW IURP WKH ,3 DIWHU WKH OLFHQVH WHUP EHJLQV H J WKH *UR
GUXJ FDQGLGDWH RU WHFKQRORJ\ ,Q SUDFWLFH WKDW PHDQV DW WKH GDWH RI WKH VDOH RU ZK

5HYHQXH IURP D ULJKW WR DFFHVV OLFHQVH RI WKH ,3 LV UHFRJQL]JHG ZKHQ WKH *URXS XQGHUW
, 3 WKH FXVWRPHU LV GLUHFWO\ H[SRVHG WR DQ\ SRVLWLYH RU QHJDWLYH HIIHFWV Rl WKHVH DF
VHUYLFH WR WKH FXVWRPHU 5HYHQXH IURP WKH ULJKW WR DFFHVV WKH ,3 DUH UHFRJQL]JHG RQ |

5R\DOWLHV

7KH *URXS UHFHLYHV UR\DOWLHVY JHQHUDWHG IURP VXFFHVVIXO GHYHORSPHQW 7KRVH UR\DOWL
GHSHQGLQJ RQ WKH XQGHUO\LQJ PDUNHW RU SURGXFW 7KH UHYHQXH JHQHUDWHG IURP UR\DOW
SUREDEOH WKDW WKH FRQVLGHUDWLRQ ZLOO EH UHFHLYHG

JLQDQFLQJ FRPSRQHQW DQG WLPH YDOXH RI PRQH\

7KH *URS®HY QRW HQWHU LQWR DUUDQJHPHQWY ZKHUH WKH SHULRG EHWZHHQ WKH WUDQVIHU RI
WKH FXVWRPHU H[FHHGV RQH \HDU RU WKH FDVK FRQVLGHUDWLRQ BGE& IWKHR YOMDIAG IO @ H RKH
FRQVLGHU DQ\ SUHSD\PHQWY SURYLGHG E\ WKH FXVWRPHU*DR X R QFR O.J DFARW)S\RWD HD@MW R | &\RKH M/T
IRUWKH WLPH YDOXH RI PRQH\

&RQWUDFW DVVHWYV

&RQWUDFW DVVHWY FRUUHVSRQG WR DPRXQWY DFFUXHG RU GXH E\ FXVWRPHUV IRU ZRUN LQ SU
SHUIRUPHG 7KH *URXS UHJXODUO\ DVVHVVHV WKH VWDWH RI LWV ELOOLQJ RSHUDWLRQV DQG
FLUFXPVWDQFHY DQG KLVWRULFDO UHFRYHUDELOLW\ GDWD LQ RUGHU WR LGHQWLI\ LVVXHV ZKLF

&RQWUDFW OLDELOLWLHYV

$ FRQWUDFW OLDELOLW\ LV WKH REOLJDWLRQ RI WKH *URXS WR WUDQVIHU JRRGV RU VHUYLFHYV
DPRXQW RI FRQVLGHUDWLRQ LV GXH ,] D FXVWRPHU SD\V WKH FRQVLGHUDWLRQ EHIRUH WKH *U|
LV UHFRJQL]JHG ZKHQ WKH SD\PHQW LV PDGH RU WKH SD\PHQW LV GXH ZKLFKHYHU LV HDUOLHU
IXOILOOV LWV FRQWUDFWXDO REOLJDWLRQ 7KH *URXS.V FRQWUDFWY GR QRW LQFOXGH ILQDQFL
RQ VHUYLFH REOLJDWLRQV



5HYHQXH 5HFRJQLWLRQ IURP &RQWULEXWLRQV

7KH *URXS UHFHLYHV SULYDWH FRQWULEXWLRQV IRU ZKLFK WKH H[LVWHQFH RI DQ DGHTXDWH H|[
UHIXWHG $ UHDOL]DWLRQ RI UHYHQXH IURP FRQWUDFWV ZLWK FXVWRPHUV LV QRW SRVVLEOH $
UHFRJQL]HG

7KH HIIHFW RQ SURILW RU ORVV LV LPPHGLDWH RU RFFXUV RYHU WKH SHULRG LQ ZKLFK WKH VXE

FROQWULEXWLRQ WKDW KDV DOUHDG\ EHHQ UHFHLYHG EXW WKLV LV QRW D FRQWUDFWXDO REOLJ
LH DV FROQWULEXWLRQ UHYHQXH VHSDUDWHO\ IURP WKH UHYHQXH

O 5(9(18( O
7KH IROORZLQJ VFKHGXOH HQWDLOV GHWDLOHG LQIRUPDWLRQ DERXW WKH *URXSTV UHYHQXH LQ
'LVFRYHU\ 3UHFOLQLFDO

LQ N 'HYHORSPHROWW (YRWHF %LRORJIRWWF *URXS
5HYHQXH IURP FRQWUDFWYV ZLWK FXVWRPHUV

JHH IRU VHUYLFHYVY DQG )7( EDVHG UHVHDUFK VHUYLFHYV

ODWHULDO UH FKDUJHV WR FXVWRPHUYV

+ |+

OLOHVWRQH IHHV

/ILEFHQVHV

2WKHU IHHV

I+

7TRWDO UHYHQXH IURP FRQWUDFWYV ZLWK FXVWRPHUYV

7LPLQJ RI UHYHQXH UHFRJQLWLRQ

$W D SRLQW LQ WLPH

2YHU D SHULRG RI WLPH

7TRWDO UHYHQXH IURP FRQWUDFWYV ZLWK FXVWRPHUYV

5HYHQXH IURP FRQWULEXWLRQV

7TRWDO 5HYHQXH

7KH IROORZLQJ VFKHGXOH HQWDLOV GHWDLOHG LQIRUPDWLRQ DERXW WKH *URXSYV UHYHQXH LQ

'LVFRYHU\ 3UHFOLQLFDO

LQ N '"HYHORSPHQXWW (YRWHF %LRERBRMFWF *URXS
5HYHQXH IURP FRQWUDFWYV ZLWK FXVWRPHUYV

JHH IRU VHUYLFHV DQG )7( EDVHG UHVHDUFK VHUYLFHV

ODWHULDO UH FKDUJHV WR FXVWRPHUV

I+

OLOHVWRQH IHHV

I+

/ILEFHQVHV

I+

2WKHU IHHV

I+

7TRWDO UHYHQXH IURP FRQWUDFWY ZLWK FXVWRPHUYV

7LPLQJ RI UHYHQXH UHFRJQLWLRQ

$W D SRLQW LQ WLPH

2YHU D SHULRG RI WLPH

7TRWDO UHYHQXH IURP FRQWUDFWYV ZLWK FXVWRPHUYV

5HYHQXH IURP FRQWULEXWLRQV

7RWDO 5HYHQXH




7KH WUDQVDFWLRQ SULFHVY DOORFDWHG WR WKH UHPDLQLQJ SHUIRUPDQFH REOLJDWLRQ XQVDW|

"HFHPEHU 'HFHPEHU
LQ N¥%
,Q WKH FRXUVH RI WKH IROORZLQJ (HDU

$IWHU RQH \HDU

7KH GHFUHDVH LQ WKH UHPDLQLQJ SHUIRUPDQFH REOLJDWLRQ LQ FRPSDUHG WR SUHYLRXV \
FRQWUDFWXDO FRPPLWPHQW ZAWKD QJR HIKEGMRQ WIUHDEWIWIORQ VWLSXODWHG KHUHLQ LQFOXGHV D
PLOHVWRQHY DQG UR\DOWLHYV ZKLFK DUH QRW FRQVLGHUHG LQ WKH FDOFXODWLRQ RI WKH UHPL

'XULQJ WKH \H@PR) PDWHULDO UHYHQXH ZDV UHFRJQL]HG IURP SHUIRUPDQFH REOLJDWLRQV WKDV
SHULRGV

,Q DQG WZR FXVWRPHUV FROQWULEXWHG PRUH WKDQ ¥ RI FRQVROLGDWHRBI ZHKEXHRXHNVRWDOL
Ya NUHODWHG WR WKH %(% VHNPHQXW DQGNWR WKH ' 3" VHIPHQW

O &2175%&7 $66(76 O

,Q WKH FRXUVH RI WKH UHSRUWLQJ \HDU FRQWUDFW DVVHWV FKDQJHG DV IROORZV

LQ N¥%
%DODQFH DV RI -DQXDU\

$GGLWLRQV

5HFODVVLILFDWLRQV WR WUDGH UHFHLYDEOHY GXH WR LQYRLFLQJ

7UDQVODWLRQ GLIIHUHQFHY DQG RWKHU

%DODQFH DV Rl '"HFHPEHU _

$V RHFHPEHU DQG QR ULVN SURYLVLRQ zZDV UHFRUGHG JLYHQ WKH FUHGLWZRUWKLQHVV R
GHFUHDVH LQ WKH FRQWUDHW PEVUHW BIRFHEPEMHUWURRFFXUUHG LQ WKH QRUPDO FRXUVH RI EXVLQ

O &2175%$&7 /,$%,/,7,(6 O
$V RHFHPEHU DQG FXUUHQW D QG RRRQW EDPFWHIMDEQORWILHWQDWHG IURP WKH XSIURQW SD\PHQ)

ZLWK WKH *URXS V ODUJHVW FX¥WRPHNHEQPEKNKH DPRXQW RRI ZK%FK NHFHPEHU Ya N
DUH FODVVLILHG DV FXUUHQW FRQWUDFW OLDELOLWLHV

&XUUHQW I1RQ FXUUHQW

LQ N%
%DODQFH DV RI -DQXDU\

$GGLWLRQV

5HGXFWLRQ GXH WR UHFRJQLWLRQ RI UHYHQXH

+ |+

'LYHVWPHQW RI DIILOLDWHG FRPSDQLHV +

S5HFODVVLILFDWLRQ IURP QRQ FXUUHQW WR FXUUHQW

7UDQVODWLRQ GLIIHUHQFHY DQG RWKHU

I+

%DODQFH DV RI '"HFHPEHU

I + + |+
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O $&&2817,1* 35,1&,3/(6 O

2SHUDWLQJ LQFRPH ORVV H[FOXGHV LQ JHQHUDO LWHPV WKDW DUH QRW GLUHFWO\ UHODWHG
DOVR LQFOXGHG LQ WKH RSHUDWLQJ LQFRPH $FWLYLWLHV LQ UHODWLRQ ZLWK WKH *URXS+«V RS
PDWHULDO SURSHUW\ SODQW DQG HTXLSPHQW JDLQV RU ORVVHV RQ WKHGCHWPQHIRFDWRREQ BRRYI
ZHOO DV GLVSXWHV ZLWK PLQRULW\ VKDUHKROGHUYV

SHVHDUFK DQG GHYHORSPHQW

5HVHDUFK DFWLYLWLHV H[SHQVHV XQGHUWDNHQ ZLWK WKH SURVSHFW RI JDLQLQJ QHZ VFLHQW
SURILW RU ORVV ZKHQ LQFXUUHG 5HIHU WR 1RWH IRU IXUWKHU GHWDLOV UHJDUGLQJ WKH FDS

2WKHU 2SHUDWLQJ ,QFRPH

7KH *URXS PD\ UHFHLYH WD[ FUHGLWYV IURP WD[ GHYHORSPHQW SURJUDPV LQ WKH FRQWH[W RI
UHIXQGV UHJXODUO\ UHVXOW LQ DPRXQWYV ZKLFK FDQ EH RIIVHW DJDLQVW WD[DEOH LQFRPH WHR
DXWKRULWLHV 7KH *URXS GHWHUPLQHG WKDW XQGHU LWV VLJQLILFDQW WD[ GHYHORSPHQW SU
HLWKHU RIIVHWWLQJ DJDLQVW WD[DEOH LQFRPH RU LQVWHDG ZKHQ LQVXIILFLHQW WD[DEOH Sl
DGGLWLRQ WKH WD[ GHYHORSPHQW SURJUDPV DUH SURYLGHG IRU VSHFLILF DFWLYLWLHV RIWH
VXFK WD[ GHYHORSPHQWRSHULWPYJDMQRRKH D QG GRHV QRW DFFRXQW IRU VXFK LQFRPH DV WD]
H[SHQVH

,Q FHUWDLQ FDVHV WKH *URXS UHFKDUJHV LQGLUHFW FRVWV WR WKLUG SDUWLHV 7KH LQFRPH
LV D GLUHFW UHLPEXUVHPHQW Rl FRVWV 7KHUH LV QR XQGHUO\LQJ GLUHFW H[FKDQJH RI VHUY!]
VXLWDEOH 7KH UHODWLQJ H[SHQVHV DUH UHFRJQL]HG LQ RWKHU RSHUDWLQJ H[SHQVHV DV ZHOC

5HRUJDQL]DWLRQ &RVWYV

5HRUJDQL]DWLRQ FRVWV LQFOXGH SHUVRQQHO FRVWYV UHODWHG WR WHUPLQDWLRQ EHQHILW
UHFRJQL]JHG LQ DFFRUGDQFH ZLWK ,)56 DV ZHOO DV RWKHU FRVWYV 7HUPLQDWLRQ EHQHILWYV DL

+LW LV SUREDEOH WKDW HPSOR\HHV ZLOO EH HQWLWOHG WR EHQHILWY DQG
+tWKH DPRXQWYV FDQ EH UHDVRQDEO\ HVWLPDWHG

(VWLPDWHV RI WHUPLQDWLRQ EHQHILWY DUH EDVHG RQ QHIJRWLDWLRQV ZLWK VRFLDO SDUWQH
UHTXLUHG PLQLPXP EHQHILWY 6LWH FORVXUH FRQWUDFW WHUPLQDWLRQ DQG RWKHU FRVWYV
DFFRUGDQFH ZLWK ,)56 LV EDVHG RQ WKH GLIIHUHQFH EHWZHHQ WKH FDUU\LQJ DPRXQW RI WK
XQWLO FODVVLILFDWLRQ DV KHOG IRU VDOH DQG WKH IDLU YDOXH OHVV FRVWYV WR VHOO 7KH V!
PDQDJHPHQW V EHVW MXGJPHQW XQGHU WKH H[LVWLQJ FLUFXPVWDQFHY DW WKH WLPH WKH HVW
VXFK DGMXVWPHQWY ZLOO EH UHIOHFWHG LQ WKH SHULRG RI WKH UHYLVHG HVWLPDWH

*RYHUQPHQW *UDQWYV

*RYHUQPHQW JUDQWV DUH UHFRJQL]JHG ZKHQ DOO WKH FRQGLWLRQV DVVRFLDWHG WR WKRVH JU
WR DQ H[SHQVH LWHP LW LV UHFRJQL]JHG DV D UHGXFWLRQ RI WKH UHODWHG H[SHQVH :KHQ WKt}
H[SHFWHG XVHIXO OLIH RI WKH UHODWHG DVVHW

O &267 2) 0$7(5,$/6 O

&RVW RI PDWHUIDIPRKQ@HG WR N/ KHUMHRI NHFRVW RI PDRXWVDGM RI *HUPDQ\ LQ WKH 8. ,WDO\
DQG WKH 86&% ND Q' N

]



O 5(6($5&+ $1' '(9(/230(17 O

Q UHVHDUFK H[SHQVHV IRU 5 ' SURMHFWYV ZHUH UHFRBGHRPEHWQ WWKH D PR XQKSIHEIUHIDY H

5' H[SHQVHV FRPSDUHW® WRLQO\ GXH WR WKH VWUDWHJILF SULRULWL]DWLRQ RI NH\ SURMHFW\
PDFURHFRQRPLF HRYLBRQWNQVWFOXGH DPRUWL]DWLRQ Rl LQWDQJLEOH DVVHWY DQ®: GHSNHFLD!
'"HEHPEHU % N

O 6(//,1* *(1(5%$/ $1' $'0,1,675%$7,9( (;:3(16(6 O
,QFOXGHG LQ VHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHVY“WUH HNSHQWN HV IRWRWREHYV D
DGPLQLVWUDWLYH H[SHQVHVNDPR¥%QW WR 7KH GHFUHDVH Rl RWKHU DGPLQLVWUDWLYH H[SHQVH

LQVXUDQFH DQG DXGLW FRVWY ,QFOXGHG LQ VHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQ\
SODQW DQG HPXLSPHNQW RI N

O 27+(5 23(5%$7,1* ,1&20( O

,Q RWKHU RSHUDWLQJ LQFRPH LQFOXGHV WD[#UHIXQGYV BRU 5 'NDPWLGOWLEV)UDQFH N
Y NDQG WKH 8% N Vs N ,Q RWKHU RSHUDWLQJ LQFRPH LQFOXGHG LQVXUDQF
F\EHU DWWDFN LQ W.KH DRRXDMKHRU RQ 'HFHPEHU WKH *URXS VROG RQH RI LWV D

7TKHUDSHXWLFV /WG UHVXOWLQJ LQ D JDLQ RQ VDOH DRQG FRUUHVSRQGLQJ RWKHU RSHUDWLQJ L

O 27+(5 23(5%$7,1* (;3(16( O
,Q RWKHU RSHUDWLQJ H[SHQVH NARMNPEWHG WR. N7KLV LQFUHDVH ZDV GULYHQ E\ H[SHQ
GLVSRVDO RI -XVW (8 %LRORIJLFNDG@&E&6RQH RIl DUELWUDWLRQ FRVWV LQFOXGLQd D OMD®H FRQWU
RWKHU RSHUDWLQJ H[SHQVH LQFOXGHG H[WHUQDO H[SHQWHY UNODWHG WR WKH F\EHU DWWDFN I
O 5(25*$1,=%$7,21 &2676 O

5HRUJDQL]DWLRQ FRVWV DNNRXQWHG WR,Q UHRUJDQL]DWLRQ FRVWV LQFOXGHG HPSOR\HH
VHYHUDQFH SD\PHQWV DQG DFFHOHUDWHG VKDUH EDVHG FRPSHQVDWLRQ H[SHQVHV UHDO HVW
WHUPLQDWLRQ Rl OHDVH FRQWUDFWY DQG RWKHU GLUHFW FRVWV VXFK DV FRQVXOWDQF\ IHHV )
ZLWK ,)56 UHODWHG WR WKH GLVSRVDO RI WKH IRUPHU VXEVLGLDU\ (YRWHF '6

O 3(56211(/ (;3(16(6 O

7KH SHUVRQQHO H[SHQVHV RDQQKHDURXCHWRLOHG LQ WKH IROORZLQJ VFKHGXOH

N

3HUVRQQHO H[SHQVHV WRWDO

7TKHUHRI

3HUVRQQHO H[SHQVHV RXWVLGH RI *HUPDOQ\

6WDWXWRU\ UHWLUHPHQW LQVXUDQFH

6WDWXWRU\ UHWLUHPHQW LQVXUDQFH RXWVLGH RI *HUPDQ\

6RFLDO VHFXULW\ H[SHQVHYV




+0%1/" #0& &'('44'& 6#:
O $&&2817,1* 35,1&,3/(6 O

,QFRPH WD[HV FRPSULVH FXUUHQW QRQ FXUUHQW DQG GHIHUUHG WD[ ,QFRPH WD[ LV UHFRJQL
WKDW LW UHODWHV WR LWHPV UHFRJQL]JHG GLUHFWO\ ZLWKLQ HTXLW\ RU LQ 2WKHU &RPSUHKHQ\

&XUUHQW WD[ LV WKH H[SHFWHG WD[HV SD\DEOH RQ WKH WD[DEOH LQFRPH IRU WKH \HDU XVLQ.
SD\DEOH LQ UHVSHFW RI SUHYLRXV \HDUV 7KH WD[ UDWBQGRW GRARVW R HFRRS FQPISD @QE/ EHW

,Q FDVHV ZKHUH DPRXQWV UHFRJQL]HG LQ WKH WD[ UHWXUQV DUH OLNHO\ QRW WR EH UHDOL]HC
GHWHUPLQHG IURP WKH EHVW SRVVLEOH HVWLPDWH RI H{SHFWHG WD[ SD\PHQWY PRVW OLNHO\ I
DUH RQO\ UHFRJQL]JHG LI WKHLU UHDOL]DWLRQ LV SUREDEOH 2QO\ LQ WKH FDVH RI DQ H[LVWLQ.
RU WD[ FODLP UHFRJQL]J]HG IRU WKHVH XQFHUWDLQ WD[ SRVLWLRQV LQVWHDG WKH GHIHUUHG
DGMXVWHG DFFRUGLQJO\ 7KLV DVVHVVPHQW UHOLHVY RQ HVWLPDWHY DQG DVVXPSWLRQV DQG PD!'
1HZ LQIRUPDWLRQ PD\ EHFRPH DYDLODEOH WKDW FDXVHV WKH *URXS WR FKDQJH LWV MXGJPHQ\
FKDQJHV WR WD[ DVVHWYV DQG OLDELOLWLHYV ZLOO LPSDFW WKH LQFRPH WD[ H[SHQVH LQ WKH SH

'HIHUUHG WD[ DVVHWV DQG OLDELOLWLHVY DUH UHFRJQL]JHG XVLQJ WKH %DODQFH 6KHHW PHW
EHWZHHQ WKH FDUU\LQJ DPRXQWV RI DVVHWY DQG OLDELOLWLHY DFFRUGLQJ WR ,)56 DQG WKH D
WKH WD[ UDWHV WKDW DUH H[SHFWHG WR EH DSSOLHG WR WHPSRUDU\ GLIIHUHQFHV ZKHQ WKH\
HQDFWHG E\ WKH UHSRUWLQJ GDWH

‘"HIHUUHG WD[HV DUH UHFRJQL]JHG IRU DOO WD[DEOH WHPSRUDU\ GLIIHUHQFHV H[FHSW

+tWHPSRUDU\ GLITHUHQFHY DULVLQJ RQ WKH LQLWLDO UHFRJQLWLRQ RI JRRGZLOO

+tWHPSRUDU\ GLIIHUHQFHY RQ WKH LQLWLDO UHFRJQLWLRQ RI DQ DVVHW RU OLDELOLW\ LQ D W
WUDQVDFWLRQ DIIHFWV QHLWKHU WKH DFFRXQWLQJ SURILW QRU WD[DEOH SURILW RU ORVV DC
GHGXFWLEOH WHPSRUDU\ GLIIHUHQFHV

+tWHPSRUDU\ GLIITHUHQFHY UHODWLQJ WR LQYHVWPHQWY LQ VXEVLGLDULHVY DVVRFLDWHVY DQG
WHPSRUDU\ GLIITHUHQFHY FDQ EH FRQWUROOHG DQG LW LV SUREDEOH WKDW WKH WHPSRUDU\ GL

‘HIHUUHG WD[ DVVHWY DQG OLDELOLWLHY DUH RIIVHW LI WKHUH LV D OHJDOO\ HQIRUFHDEOH UL
WD[HV OHYLHG E\ WKH VDPH WD[ DXWKRULW\ RQ WKH VDPH WD[DEOH HQWLW\ RU RQ GLIIHUHQW
DQG DVVHWYVY RQ D QHW EDVLVY RU WKHLU WD[ DVVHWY DQG OLDELOLWLHY ZLOO EH UHDOL]HG VLP

$ GHIHUUHG WD[ DVVHW LV UHFRJQL]HG IRU XQXVHG WD[ ORVVHV WD[ FUHGLWY DQG GHGXFWLE
ZLOO EH IXWXUH WD[DEOH SURILWYV DJDLQVW ZKLFK WKH\ FDQ EH XWLOL]J]HG 7KH XOWLPDWH UH
IXWXUH WD[DEOH LQFRPH LQ WKH FRXQWULHV ZKHUH WKH GHIHUUHG WD[ DVVHWYV RULJLQDWH
GHGXFWLEOH 7KH *URXS FRQVLGHUV WKH VFKHGXOHG UHYHUVDO RI GHIHUUHG WD[ OLDELOLW|
PDNLQJ WKLV DVVHVVPHQW

,Q GHIHUUHG WD[ DVVAWYV DPIRKEBWHQJ WR NZHUH UHFRJQL]JHG DFURVV PXOWLSOH VXEVLG
GXULQJ WKH FXUUHQW RU SULRU ILQDQFLDO \HDU %DVHG RQ SRVLWLYH IXWXUH HDUQLQJV SUR
EH DYDLODEOH LQ WKH IXWXUH WR XWLOL]H WKH UHFRJQL]HG GHIHUUHG WD[ DVVHWV

,QWHUQDWLRQDO 7D[ 5HIRUP 3LOODU ,, )UDPHZRUN
7KH *URXS IDOOV ZLWKLQ WKH VFRSH RI DSSOLFDWLRQ RI WKH VR FDOOHG 3LOODU ,, )UDPH
'"HFHPEHU

7KH OLQLPXP 7D[ $FW DSSOLHV IRU WKH ILUVW WLPH ILQDQFLDO \HDUV EHJLQQLQJ RQ RU DIW
EHHQ HQDFWHG RU VXEVWDQWLDOO\ HQDFWHG LQ D QXPEHU RI RWKHU MXULVGLFWLRQV LQ ZK
-DQXDU\ $V WKH *URXS LV LQ VFRSH RI WKH 3LOODU ,, OHJLVODWLRQ WKH *URXS PD\ EH OLL
HITHFWLYH WD[ UDWH EHORZ



'XULQJ WKH WUDQVLWLRQDO SHULRG IURP WR WKH WRS XS WD[ FDQ XSRQ UHTXHVW EH
FRXQWU\ E\ FRXQWU\ UHSRUWLQJ VDIH KDUERU UXOHV DUH PHW 7KH *URXS ZLOO H[HUFLVH WK
&RPSDQ\ EHLQJ H[HPSW IURP PLQLPXP WD[DWLRQ LQ PRVW RI WKH MXULVGLFWLRQV LQ ZKLFK LW

7KH DSSOLFDWLRQ RI WKH JOREDO PLQLPXP WD[ UXOHV DV LPSOHPHQWHG LQWR GRPHVWLF OHJ
QR PLQLPXP WD[ EHLQJ UHFRJQL]JHG LQ

7KH *URXS KDV DSSOLHG WKH H[FHSWLRQ WR UHFRJQL]LQJ DQG GLVFORVLQJ LQIRUPDWLRQ DERX
WKH DPHQGPHQW WR ,$6 LVVXHG LQ 0D\ DQG HQGRUVHG LQ WKH (8 LQ 1RYHPEHU

O ,1&20( 7%; (;3(16( O

,QFRPH WD[ EHQHILW DQG H[SHRYH |FRMSKH YHDWKH IROORZLQJ

LQ N%
&XUUHQW WD[HV

7D[ H[SHQVH IRU WKH \HDU

,QFRPH H[SHQVH UHODWLQJ WR RWKHU SHULRGYV
7RWDO FXUUHQW LQFRPH WD[HV
'"HIHUUHG WDI[HV

7D[ ORVV FDUU\ IRUZDUGV

7HPSRUDU\ GLIIHUHQFHV
7RWDO GHIHUUHG LQFRPH WD[HV

7D[ LQFRPH H[SHQVH UHFRJQL]HG LQ WKH LQFRPH VWDWHPHQ_

O 5(&21&,/,$7,21 2) 7%; 5%7( O

7KH GLIIHUHQFH EHWZHHQ WKH DFWXDO LQFRPH WD[ H[SHQVH DQG WKH UHVXOW RI WKH QHW LQ
DQG WKH SUHYLRXV \HDU LV PDGH XS DV IROORZV

LQ N%
,QFRPH ORVV EHIRUH WD[HV

(ISHFWHG *HUPDQ LQFRPH WD[ UDWH

([SHFWHG LQFRPH WD[ EHQHILW H[SHQVH

1RQ GHGXFWLEOH H[SHQVHYV

5' WD[ FUHGLWYV

7D[ IUHH LQFRPH

3HUPDQHQW GLIIHUHQFHV IURP *,/7,

7D[ HIIHFWV IURP LQYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKRG
'"HYLDWLRQ WD[ UDWHV WR H[SHFWHG WD[ UDWH

&KDQJH LQ WD[ UDWHYV

&KDQJH LQ UHFRJQLWLRQ RI GHIHUUHG WD[ DVVHWYV

7D[HVY UHODWHG WR SULRU \HDUV

&XUUHQW 7D[HV

'"HIHUUHG 7D[HV

2WKHU

(IIHFWLYH LQFRPH WD[ LQFRPH H[SHQVH

(IIHFWLYH LQFRPH WD[ UDWH

7KH *URXS WD[ UDWH LQFOXGHY FRUSRUDWH LQFRPHDWO [VOOXFHVWOL&®RDULW\ VXUFKDUJH RI

7KH FKDQJH LQ UHFRJQLWLRQ Rl GHIHUUHG WD[ DVVHWV SULPDULO\ UHODWHY WR WD[ ORVVHV L
GHGXFWLEOH H[SHFHQLOYWVLQHVXOW IURP WKH ORVV RQ WKH VDOH RI WKH VKDUHV LQ LQYHVWPHQ'

]



DQG ZLWKKROGLQJ WD[HV 7KH FXUUHQW WD[ HESHQ\WNH ZIDREBIHG X FH &N IGX MV MR DAPKRIK QW LROL]DW LR Q
XQUHFRJQL]HG WD[ ORVVHV 7KH GHYLDWLRQ LQ WKH WD[ UDWHV WR WKH H[SHFWHG WD[ UDWH
DWWULEXWDEOH WR WKH JUDGXDO UHGXFWLRQ RI WKH FRUSRUDWH LQFRPH WD[ UDWH LQ *HUPD|
\HDU LQ ILYH VWDJHV IURP WKURXJK LH IURP WR

O '()(55(' 7%$;(6 O

'"HIHUUHG LQFRPH WD[ DVVHWY DQG OLDELOLWLHV FDOFXODWH'G RZHREH W K H DBRABWV L BIHSIDMHHG WARD (W
IROORZLQJ

-DQXDU\ '"HFHPEHU
5HFRJQL]JHG LQ
RWKHU
5HFRJQL]JHFRPOUHKH@VIHLHQ FXUUHQF\ '"HIHUUHG WIIHUUHG WD]
1HW EDODSBRILW RU ORMMFRPH WUDQVODWLRQLHW DVVHWY OLDELOLWLHYV
LQ N LQ |N LQ N LQ N LQ N LQ N LQ N

3URSHUW\ SODQW DQG HTXLSPHQW + +
,QWDQJLEOH DVVHWYV + +
5LJKWV Rl XVH DVVHWV + + +
JLOQDQFLDO DVVHWYV +
BURYLVLRQV DQG GHIHUUHG LQFRPH +
/JHDVH REOLJDWLRQV + + +
2WKHU OLDELOLWLHV +
7D[ FUHGLWYV + + +
/RVV FDUU\IRUZDUG + +

7TRWDO

21 IVHWWLQJ RI WD|[

I1HW

-DQXDU\ '"HFHPEHU
5HFRJQL]JHG LQ
RWKHU
5HFRJQL]JHERPSUHKH@®RWIMH Q FXUUHQF\ '"HIHUUHG WD]
1HW EDODGRHRILW RU ORQ¥RPH WUDQVODWLRQHWIHUUHG WD[ D\O\HDWEVOLWLH
LQ N LQ N LQ N LQ N LQ N LQ N LQ N

3URSHUW\ SODQW DQG HTXLSPHQW +
,QWDQJLEOH DVVHWYV + +
5LIJKWV RI XVH DVVHWYV + + +
JLQDQFLDO DVVHWYV +
3URYLVLRQV DQG GHIHUUHG LQFRPH +
/HDVH REOLJDWLRQV + + +
2WKHU OLDELOLWLHV
7D[ FUHGLWYV + + +
/RVV FDUU\IRUZDUG + + +
7RWDO
21IIVHWWLQJRI WDJ + + + + +
1HW




O 815(&2*1,=(""()(55(" 7$; /,$%,/,7,(6 O

&RQFHUQLQJ XQGLVWULEXWHG IRUHLJQ VXEVLGLDULHVY HDAQLQJH UWMH® R RUDKIE REILQ LH G @AFHR WG L\
'"HFHPEHU Y% NDV WKH *URXS FRQWUROV WKH WLPLQJ RI VXFK UHYHUVDO DQG LW LV QRW S

O 815(&2*1,=(" '()(55(' 7%; $66(76 O

7KH *URXSTV GHIHUUHG WD[ DVVHWV DUH UHFRUGHG WR WKH H[WHQW LW LV SUREDEOH WKI
'"HFHPEHU GHIHUUHG WD[ DVVHWV RQ WD[ ORVV FDUU\IRUZDUGV ZHUH QRW IXOO\ UHFRJQL]HG
RQH 8. HQWLW\ DQG QRW UHFRJQL]HG IRU WKH HQWLWLHVY ORFDWHG LQ WKH 8QLWHG B6WDWH
FDUU\IRUZDUGY LQWHUHVW FDUU\IRUZDUGY DQG WD[ FUHGLWYV IRU ZKLFK QR GHIHUUHG WD[ DV
W\SHV RI LQFRPH WD[HV ZHUH DJJUHJDWHG LQWR RQH WRWDO DPRXQW

LQ N LQ N
7D[ ORVV FDUU\IRUZDUGY QRW H[SLULQJ
7LPH OLPLWHG WD[ ORVVI & +
H[SLULQJ XQWLO

H[SLULQJ WR

H[SLULQJ DIWHU
7D[ FUHGLWYV
7TRWDO

7KH WDEOH DERYH GRHVY QRW LQFOXGH 8 6 WD[ ORVVHV ZKLFK DUH VXEMHFW WR V UHVWULFWI

,Q DGGLWLRQ WR XQUHFRJQL]J]HG GHIHUUHG WD[ DVVHWY IURP WD[ ORVV FDUU\IRUZDUGV ® QHW
'HFHPEHU Ya NZDV QRW UHFRIMAHREHDWN RIDV WKHUH ZDV QR VXIILFLHQW WD[DEOH LQFRPH I

O 121 &855(17 $1' &855(17 7$; $66(76 O

1RQ FXUUHQW WD[ HRAHREMY DV PROLQO\ UHODWH WR WD[ UHIXQGV IURP WD[ GHYHORSPHQW SUR.
H[SHQVHV LQ JUDQFH FUpPGLW GYTLPS{W UHFHKMEHKH PWDQODQEOHMWROQYR JUDQFH DQG ,WDO\

&XUUHQW WD[ HVFHHPE MDYV RDLQO\ FRPSULVH RI WD[ UHIXQGYV LQ UHODWLRQ ZLWK TXDOLI\LQJ 5"
'HFHPEHU PDLQO\ UHODWHG WR 8. ,WDO\ DQG *HUPDQ\

%744'06 #55'65 #0& .+#%$+.+6+'5
O $&&2817,1* 35,1&,3/(6 O

7UDGH DFFRXQWY UHFHLYDEOH

7UDGH DFFRXQWYVY UHFHLYDEOH DUH LQLWLDOO\ UHFRJQL]HG DW WKH WUDQVDFWLRQ SULFH LQ
DSSOLHV WKH VLPSOLILHG DSSURDFK ZLWK H[SHFWHG OLIHWLPH FUHGLW ORVVHY UHFRJQL]JHG IU
SURYLVLRQ IRU GRXEWIXO GHEWYV LV HVWDEOLVKHG XVLQJ DQ H[SHFWHG FUHGLW ORVV PRGHO
FDUU\LQJ DPRXQW RI WUDGH DFFRXQWY UHFHLYDEOH LV UHGXFHG WKURXJK WKH XVH RI DQ
GHUHFRJQL]JHG ZKHQ WKH\ DUH DVVHVVHG DV XQFROOHFWLEOH

. QYHQWRULHV
,Q DFFRUGDQFH ZLWK ,$6 LQYHQWRULHY DUH VWDWHG DW WKH ORZHU RI FRVW RU QHW UHDO|
PDQXIDFWXULQJ DV ZHOO DV RWKHU FRVWV LQFXUUHG LQ EULQJLQJ WKH LQYHQWRULHV WR WKH

]



7KH FRVW RI LOQOYHQWRULHYV LV SUHGRPLQDQWO\ GHWHUPLQHG E\ XVLQJ WKH ZHLJKWHG DYHUDJ
DOVR DSSOLHV WKH ILUVW LQ ILUVW RXW PHWKRG LQ UDUH FDVHV 7KH QHW UHDOL]DEOH YDOXH
OHVV WKH HVWLPDWHG FRVWV RI FRPSOHWLRQ DQG WKH HVWLPDWHG FRVWY QHFHVVDU\ WR PDN

:ULWH GRZQV RI LQYHQWRULHYV ZKLFK DUH FRQVLGHUHG REVROHWH RU VORZ PRYLQJ DUH FRPSX\
QHW UHDOL]DEOH YDOXH

7KH *URXS DOVR FRQVLGHUV RWKHU UHDVRQV WKDW WKH FRVW RI LQYHQWRULHVY PD\ QRW EH UH
LQ VHOOLQJ SULFH

O 75%'( $&&28176 5(&(,9%%/(6 O
7UDGH DFFRXQWY UHFHLYDEOHV WKDW ZHUH QRW LQGLYLGXDOO\ LPSDLUHG ZHUH FODVVLILHG
LQGLYLGXDO DVVHVVPHQWY RI FXVWRPHU ULVNV 7KH YDOXDWLRQ DOORZDQFHV LQFOXGH DSSUR
WUDGH DFFRXQWY UHFHLYDEOHYV 7KH RSHQLQJ EBODQFH RIDIZXDWBH DBRRODWWY YUHFHLMDBGH ZD!
WKH FORVLQJ EZDODQRMVZ®BNHPEHU '"HFHPEHU Ya N

7KH PDWXULWLHV RI WUDSHHBHHRHLY DEXBHAVHPEHUW WDNLQJ LQWR DFFRXQW ULVN SURYLVLRQV D

"HF "HF

LQ N LQ N

1RW SDVW GXH

5LVN SURYLVLRQ QRW SDVW GXH

HLJKWHG DYHUDJH ORVV UDWH

3DVW GXH GD\V

5LVN SURYLVLRQ GD\V
HLJKWHG DYHUDJH ORVYV UDWH
3DVW GXH GD\V

5LVN SURYLVLRQ GD\V

HLJKWHG DYHUDJH ORVYV UDWH

ORUH WKDQ GD\V

5LVN SURYLVLRQ PRUH WKDQ GD\V

HLJKWHG DYHUDJH ORVYV UDWH

7RWDO WUDGH DFFRXQWY UHFHLYDEOH _




7KH UHODWHG ORVV DOORZDQFHV RQ WUDGH DFFRXQWYV UHFHLYDEOH KDYH FKDQJHG DV IROORZV

&UHGLW LPSDLUH® R GHSHFWHG FUHGLW
DFFRXQWY UHF IOIRWMOEOMH FROOHFWLYHO\
LQGLYLGXDOO\ DVVHWODWINGE VVHG

N N N
%DODQFH DV RI -DQXDU\
&KDQJH LQ SURYLVLRQ IRU (&/ 2
$GGLWLRQV 5HGXFWLRQV 2
5HFRYHULHV FROOHFWHG 2
'"HGXFWLRQ IURP DOORZDQFH 2 2 2
&XUUHQF\ WUDQVODWLRQ DGMXVWPHQWY DQG RWKHU 2
%DODQFH'B¥HRAREHU
%DODQFH DV RI -DQXDU\
&KDQJH LQ SURYLVLRQ IRU (&/ 2
$GGLWLRQV 5HGXFWLRQV 2
5HFRYHULHV FROOHFWHG 2
'"HGXFWLRQ IURP DOORZDQFH 2
&XUUHQF\ WUDQVODWLRQ DGMXVWPHQWY DQG RWKHU

7KH *URXS GRHVY QRW KDYH DQ DOORZDQFH DJDLQVW DQ\ RWKHU ILQDQFLDO DVVHW

0,19(1725,(6 O

,QYHOQOWRULHYVY FRQVLVW RI WKH IROORZLQJ

LQ NY¥% 'HF 'HF

5DZ PDWHULDOV

RUN LQ SURJUHVYV

7RWDO LOQYHQWRULHYV

5DZ PDWHULDOV PDLQO\ FRQVLVW RI FRQVXPDEOHV FHOO FXOWXUH PHGLD DQG GLVSRVDEOHV
$OORZDQFHV RQ LQYHQWRULHV H[LVW DW WKAH ED®BBRWFPEWKHHW, GDWM LQ WKH DPRXQW RI

Q Y N Y NRI LQYHQWRULHV ZHUH H[SHQVHG

O 35(3%," (;3(16(6 $1' 27+(5 &855(17 $66(76 O

BUHSDLG H[SHR¥HY EDHWURI PDLQO\ UHODWH WR SUHSD\PHQWYV IRU VXEVFULSWLRQV WR ,7 OLFHQVHYV
UHFHLYDEOHY MHFHPEHU Ya N

"HFHPEHU 'HFHPEHU
LQ N%
B3UHSDLG H[SHQVHV

2WKHU FXUUHQW DVVHWYV

7TRWDO SUHSDLG H[SHQVHVY DQG RWKHU
FXUUHQW DVVHWYV




O 75%$'( 3$<3$%/(6 O

$V RHFHPEHU WKH *URXSeV WUDGH SD\EXEOHV NDHFFRDPEWH G WAR NDQG FRQVLVW RI SD\DEOHYV
ZLWKLQ WKH QRUPDO FRXUVH RI EXVLQHVV

O 27+(5 &855(17 /,$%,/,7,(6 O

$V RHFHPEHU RWKHU FXUUHQW OLDELOLWLHYV LQFOXGHG ZDJH WD[HV

LQ WKH DPRXQWNRFHPEHU Ya NDQRFLDO VHFXULW\ OLDELOAWLHNHFIHPEHH®Y DPRXQW RI
O '()(55(" ,1&20( O
$V RMFHPEHU FXUUHQW DQG QRQ FXUUHQW GHIHUUH®HRHRPHUDPRXQWHBDWR LQFOXGHG FXVYV

UHLPEXUVHPHQWYV IRU HTXLSPHQW LQ -%VW NHFRHPEFYLRORILAVZKBFGHRFUHDVH LV PDLQO\ GULY}
-XVW (8 DQG WKH GHUHFRJQRWILR©Q ROMFKRBHODWHG N

2412'46;, 2.#06 '37+2/'06

O $&&2817,1* 35,1&,3/(6 O

2ZQHG $VVHWV
BURSHUW\ SODQW DQG HTXLSPHQW LQFOXGLQJ IOWKWHHBEWO & HPI$SQ W YRIIP H@WD ) FOLWDHD LBRVR WG IR@ DV

RI DFFXPXODWHG GHSUHFLDWLRQ DQG LPSDLUPHQW ORVVHV

7KH FRVWV RI SURSHUW\ SODQW DQG HTXLSPHQW BRFBULNGLWODOGRHHVWON PIHVQWU LEXRA\SOHEJON |
FDUULHG DW FRVW OHVV DFFXPXODWHG GHSUHFLDWLRQ DQG LPSDLUPHQW H[FHSW IRU ODQG ZKI

'"HSUHFLDWLRQ LV FDOFXODWHG XVLQJ WKH VWUDLJKW OLQH PHWKRG RYHU WKH HVWLPDWHG X\
GDWH &RVWV UHODWHG WR UHSDLU DQG PDLQWHQDQFH DFWLYLWLHY DUH H[SHQVHG LQ WKH St
RULJLQDO OLIHWLPH RU FDSDFLW\ /HDVHKROG LPSURYHPHQWY DUH DPRUWL]JHG XVLQJ WKH VWUI
XVHIXO OLIH RI WKH DVVHW

6XEVHTXHQW FRVWY DUH QRW UHFRJQL]JHG DV DVVHWYV XQOHVV LW LV SUREDEOH WKDW IXWXUH F
WKRVH FRVWY FDQ EH PHDVXUHG UHOLDEO\ %RUURZLQJ FRVWYV DWWULEXWDEOH WR WKH ILQDQF
FROQVWUXFWLRQ SHULRG DUH FDSLWDOL]HG DV SDUW RI WKH DFTXLVLWLRQ FRVW RI WKH LWHEF
UHFRJQL]JHG DV LQFRPH HYHQO\ RYHU WKH H[SHFWHG XVHIXO OLIH RI WKH UHODWHG DVVHW

7KH VWUDLJKW OLQH GHSUHFLDWLRQ LV EDVHG RQ WKH IROORZLQJ XVHIXO OLYHV RI WKH DVVHW

%XLOGLQJY DQG OHDVHKROG LPSURYHPWRWV\HDUYV
7THFKQLFDO HTXLSPHQW DQG PDFKLQHUWR \HDUV
2I1NLFH IXUQLWXUH DQG HTXLSPHQW WR \HDUV

7KH FRVWYV LQFOXGHG LQ SURSHUW\ SODQW DQG HTXLSPHQW UHODWHG WR DVVHWY XQGHU FRQ
E\ WKH *URXS 8SRQ VDOH RU UHWLUHPHQW WKH FRVWY DQG WKH UHODWHG DFFXPXODWHG GHS
ORVV LV LQFOXGHG LQ RWKHU RSHUDWLQJ LQFRPH DQG H[SHQVHV

/HDVHV

7KH *URXS OHDVHV YDULRXV RIILFHY ODERUDWRULHV HTXLSPHQW DQG FDUV 7KH *URXS GHWHUPLQ
ZKLFK LV EDVHG RQ WKH VXEVWDQFH RI WKH DUUDQJHPHQW 7KH DUUDQJHPHQW FRQVWLWXWHV RU
DQG WKH DUUDQJHPHQW FRQYH\V D ULJKW WR XVH WKH DVVHW HYHQ LI WKDW DVVHW LV QRW H[SO|

]



/[HDVHV DUH UHFRJQL]JHG DV D ULJKW RI XVH DVVHW DQG D FRUUHVSRQGLQJ OLDELOLW\ DW WKH ¢
7KH ULJKW RI XVH DVVHW LV GHSUHFLDWHG RYHU WKH VKRUWHU RI WKH DVVHW V XVHIXO OLIH R

$VVHWY DQG OLDELOLWLHYV DULVLQJ IURP D OHDVH DUH LQLWLDOO\ PHDVXUHG RQ D SUHVHQW YI
OHDVH SD\PHQWYV

#IL[HG SD\PHQWV LQFOXGLQJ LQ VXEVWDQFH IL[HG SD\PHQWY OHVV DQ\ OHDVH LQFHQWLYHV UH
+YDULDEOH OHDVH SD\PHQWY WKDW DUH EDVHG RQ DQ LQGH[ RU D UDWH

+tDPRXQWV H[SHFWHG WR EH SD\DEOH E\ WKH OHVVHH XQGHU UHVLGXDO YDOXH JXDUDQWHHYV
+WKH H[HUFLVH SULFH RI D SXUFKDVH RSWLRQ LI WKH OHVVHH LV UHDVRQDEO\ FHUWDLQ WR H[HL
+SD\PHQWYVY Rl SHQDOWLHV IRU WHUPLQDWLQJ WKH OHDVH LI WKH OHDVH WHUP UHIOHFWV WKH O

9DULDEOH OHDVH SD\PHQWV WKDW GR QRW GHSHQG RQ DQ LQGH[ RU D UDWH DUH UHFRJQL]HG
WULJJHUV WKH SD\PHQW RFFXUV

7KH OHDVH SD\PHQWY DUH GLVFRXQWHG XVLQJ WKH LQWHUHVW UDWH LPSOLFLW LQ WKH OHDVH
UDWH DW WKH OHDVH FRPPHQFHPHQW GDWH LV XVHG ZKLFK LV EDVHG RQ DQ DVVHVVPHQW RI L
UHOHYDQW FRXQWU\ LQFOXGLQJ WKH FRQVLGHUDWLRQ RI IDFWRUV VXFK DV WKH QDWXUH RI WK

$IWHU WKH FRPPHQFHPHQW GDWH WKH DPRXQW RI OHDVH OLDELOLWLHV LV LQFUHDVHG WR UHIOHF

,Q DGGLWLRQ WKH FDUU\LQJ DPRXQW RI OHDVH OLDELOLWLHYV LV UHPHDVXUHG LI WKHUH LV D F
IL[HG OHDVH SD\PHQWYV RU D FKDQJH LQ WKH DVVHVVPHQW WR SXUFKDVH WKH XQGHUO\LQJ DVVH

5LJKW RI XVH DVVHWY DUH PHDVXUHG DW FRVW FRPSULVLQJ WKH IROORZLQJ

+WKH DPRXQW RI WKH LQLWLDO PHDVXUHPHQW RI OHDVH OLDELOLW\

+DQ\ OHDVH SD\PHQWV PDGH DW RU EHIRUH WKH FRPPHQFHPHQW GDWH OHVV DQ\ OHDVH LQFHQW
+DQ\ LQLWLDO GLUHFW FRVWV

tUHVWRUDWLRQ FRVWYV

7KH ULJKW RI XVH DVVHWY DUH VXEVHTXHQWO\ DFFRXQWHG IRU XVLQJ SULQFLSOHV IRU SURSHU\

3D\PHQWYVY DVVRFLDWHG ZLWK VKRUW WHUP OHDVHV DQG OHDVHV RI ORZ YDOXH DVVHWY DUH |
VWDWHPHQW 7KH *URXS GHILQHV VKRUW WHUP OHDVHV DV OHDVHV ZLWK D OHDVH WHUP RI P
LWHPV RI RIILFH IXUQLWXUH FRQVLGHUHG WR EH RI ORZ YDOXH L H OHVV WKDQ %

7KH *URXS GHWHUPLQHYVY WKH OHDVH WHUP DV WKH QRQ FDQFHOODEOH WHUP RI WKH OHDVH WR.
LV UHDVRQDEO\ FHUWDLQ WR EH H[HUFLVHG RU DQ\ SHULRGV FRYHUHG E\ DQ RSWLRQ WR WHUPL
H[HUFLVHG 7KH *URXS DSSOLHV MXGJPHQW LQ HYDOXDWLQJ ZKHWKHU LW LV UHDVRQDEO\ FHUW
IDFWRUV WKDW FUHDWH DQ HFRQRPLF LQFHQWLYH IRU LW WR H[HUFLVH WKH UHQHZDO



O 3URSHUW)\ 30DQW DQG (TXLSPHQW O

7KH GHYHORSPHQW RI SURSHUW\ SODQW DQG HTXLSPHQW DV ZHOO D GN KBIUGHWHKRARS RQOMKR | | R/
WDEOHV

%XLOGLQJV DQG IIHDOMW KRDBKLQHU\ DQG $VVHWYV XQGHU
LPSURYHPHQWY HTXLSPHQW )XUQLWXUH D@RQMWXNHWLR®WDO

2ZQHGSLIKW RI BYQGHGS5LIJKW R BYGHG5LIJKW RI BY¥Y®HG 2ZQHGS5LJKW RI 8VH

LQ N%
&RVW

$FFXPXODWHG GHSUHFLDWLRQ DQG

LPSDLUPHQW +

-DQXDU\

5HFRJQLWLRQ RI ULJKW R| XVH DNVHW aE + + +
&DSLWDO H[SHQGLWXUH $GGLWLRQV EH EH + db
'LVSRVDOV +

'LYHVWPHQW RI| DIILOLDWHG FRPSDQLHVz% + + +
'"HSUHFLDWLRQ +

,PSDLUPHQW + + + + + + +
5HFODVVLILFDWLRQ + +

7UDQVODWLRQ GLIITHUHQFHYV DQG [RWKHU

TRWDO e
&RVW

$FFXPXODWHG GHSUHFLDWLRQ DQG

LPSDLUPHQW

*

%XLOGLQJV DQG30BRWHKFRF&LQHU\ DQG $VVHWV XQGHU
LPSURYHPHQWY HTXLSPHQW )XUQLWXUH D@8 QVMWUUHNVLRRW D O

2ZQHGS5LIJKW RIBAMPHHGS5LIKW RIZZAMGHGS5LIKW RIBAMHHG 2ZQHGS5LIJKW RI 8VH

LQ N¥%
&RVW
$FFXPXODWHG GHSUHFLDWLRQ DQG
LPSDLUPHQW +
-DQXDU\
5HFRJQLWLRQ RI ULJKW R| XVH DNVHW + + + +
&DSLWDO H[SHQGLWXUH $GGLWLRIQV +
‘'LVSRVDOV
'"HSUHFLDWLRQ +
,PSDLUPHQW
5HFODVVLILFDWLRQ +
7UDQVODWLRQ GLIIHUHQFHY DQG |[RWKHU
7RWDO
&RV W
$FFXPXODWHG GHSUHFLDWLRQ DQG
LPSDLUPHQW +
'"HFHPEHU

I+
uy
I+

I+

7KH QHW GHFUHDVH LQ WKH QHW ERRN YDOXH RI RZQHG SNRFHPWMUSODQQF UHPG HH RANSERHQW
SUHGRPLQDQWO\ DWWULEXWHG WR WKH GLVSRVDO RI RXU - 32' IDFLOLW\ LQ 7RXORXVH )UDQFH

1RWH 6LIQLILFDQW 7UDQVDFWLRQV IRU IXUWKHU GHWDLOV 'LWK UHODWLR®Q WRNWKH FRQV'
Ya NRI ERUURZLQJ FRVWY XVLQJ D FDSLWDOL]DWLRQ UDWH RI

]



7KH LQFUHDVH LQ WKH QHW ERRN YDOXHNRILVYLRBEWQRN OWHWDVENXWBEXH WR D OHDVH FRQWUDF
KHDGTXDUWHU LQ +DPEXUJ

$V RHFHPEHU D OHDVHG EXLOGLQJ ZLWK4sD FDUNBEDMWM I MDPWRXDAWORIQRW XVHG EXW WKH *URXS SOI
HYDOXDWHY YDULRXVY RSWLRQV IRU LWV IXUWKHU XWLOL]JDWLRQ

+06#0)+$.' #55'65 #0& )11&9+..

O $&&2817,1* 35,1&,3/(6 O

*RRGZLOO

7KH *URXS PHDVXUHVY JRRGZLOO DW WKH DFTXLVLWLRQ GDWH DV EHLQJ WKH H[FHVV RI
+$JJUHIJDWH RI WKH IDLU YDOXH RI WKH FRQVLGHUDWLRQ WUDQVIHUUHG DQG DQ\ UHFRJQL]JHG DI
DQG

+tWKH QHW LGHQWLILDEOH DVVHWYV DFTXLUHG DQG OLDELOLWLHYV DVVXPHG

,] D SUHFHGLQJ DQDO\VLV RI D SXUFKDVH SULFH DOORFDWLRQ 33% UHVXOWYV LQ WKH FRVW RI
VXEVLGLDU\ DFTXLUHG WKH GLIIHUHQFH LV UHFRJQL]J]HG GLUHFWO\ LQ WKH &RQVROLGDWHG ,QFF

.QWDQJLEOH $VVHWYV
,QWDQJLEOH DVVHWYV ZLWK GHILQLWH XVHIXO OLYHV DUH UHFRUGHG DW FRVW DQG DPRUWL]HG
DVVHWYV

,QWDQJLEOH DVVHWY RWKHU WKDQ JRRGZLOO ZLWK ILQLWH XVHIXO OLYHVY DUH WHVWHG IRU LPS
,| WKH UHFRYHUDEOH DPRXQW RI WKH DVVHW LV OHVV WKDQ WKH FDUU\LQJ DPRXQW DQ LPSDLI
LPSDLUPHQW ORVV QR ORQJHU H[LVWV WKH LPSDLUPHQW ORVV LV UHYHUVHG DQG WKH FDUU\LQ.
$PRUWL]DWLRQ RI RWKHU LQWDQJLEOH DVVHWYV LV UHFRJQL]HG LQ WKH LQFRPH VWDWHPHQW ZL\

,PSDLUPHQW ORVVHV DUH UHFRJQL]J]HG VHSDUDWHO\ LQ WKH *URXS*VY LQFRPH VWDWHPHQW 7KH X

7TUDGHPDUNV WR \HDUV
,QWHUQDOO\ '"HYHORSHG 7THFKQRORJLHWR \HDUV
$FTXLUHG 7THFKQRORJLHV WR \HDUV
SDWHQWYVY OLFHQVHV WR \HDUV
&XVWRPHU /LVWV WR \HDUV

,QWHUQDOO\ JHQHUDWHG 'HYHORSPHQW H[SHQGLWXUHV ,3 5"
,QWHUQDOO\ JHQHUDWHG GHYHORSPHQW H[SHQVHV DUH UHFRJQL]JHG DV DQ LQWDQJLEOH DVVHW

+tWHFKQLFDO IHDVLELOLW\ RI FRPSOHWLQJ WKH SURMHFW

+tWKH *URXSVY LQWHQWLRQ WR FRPSOHWH WKH SURMHFW

+tWKH *URXS+*VY DELOLW\ WR XVH WKH SURMHFW

+WKH SUREDELOLW\ WKDW WKH SURMHFW ZLOO JHQHUDWH IXWXUH HFRQRPLF EHQHILWYV

+tWKH DYDLODELOLW\ RI DGHTXDWH WHFKQLFDO ILQDQFLDO DQG RWKHU UHVRXUFHVY WR FRPSOHYV
+WKH DELOLW\ WR PHDVXUH WKH GHYHORSPHQW H[SHQGLWXUH UHOLDEO\

'XH WR WKH ULVNV DQG XQFHUWDLQWLHV UHODWLQJ WR UHJXODWRU\ DSSURYDO DQG WR WK
FDSLWDOL]DWLRQ DUH XVXDOO\ FRQVLGHUHG QRW WR KDYH EHHQ PHW XQWLO WKH SURGXFW
&RQVHTXHQWO\ LQWHUQDOO\ JHQHUDWHG GHYHORSPHQW H[SHQVHV DULVLQJ EHIRUH PDUNHWLC
JHQHUDOO\ H[SHQVHG DV LQFXUUHG ZLWKLQ 5 ' H[SHQVHYV

]



L.QWHUQDOO\ JHQHUDWHG "HYHORSPHQW H[SHQGLWXUHV RWKHU WKDQ ,3 5 '

&DSLWDOL]HG GHYHORSPHQW H[SHQGLWXUHVY DUH VWDWHG DW FRVW OHVV DFFXPXODWHG DPRL
H[SHQVHV DUH UHFRJQL]JHG DV DQ LQWDQJLEOH DVVHW LI WKH FULWHULD OLVWHG XQGHU 3, QWH
DUH DPRUWL]HG RQ D VWUDLJKW OLQH EDVLY RYHU WKH HVWLPDWHG XVHIXO OLYHV RI WKH LQWI

6HSDUDWHO\ DFTXLUHG 5HVHDUFK DQG 'HYHORSPHQW ,3 5"

3D\PHQWYV IRU VHSDUDWHO\ DFTXLUHG 5 ' DUH FDSLWDOL]HG ZLWKLQ RWKHU LQWDQJLEOH DVVHW
+tH[SHFWHG WR SURYLGH IXWXUH HFRQRPLF EHQHILWYV IRU WKH (YRWHF

+tD UHVRXUFH WKDW LV FRQWUROOHG E\ (YRWHF DQG

*tLGHQWLILDEOH L H LW LV HLWKHU VHSDUDEOH RU DULVHV IURP FRQWUDFWXDO

RU OHJDO ULJKWYV

7KH *URXS EHOLHYHV WKDW WKH ILUVW FRQGLWLRQ IRU FDSLWDOL]DWLRQ WKH SUREDELOLW\ W
HQWLW\ LV FRQVLGHUHG WR EH VDWLVILHG IRU VHSDUDWHO\ DFTXLUHG 5' &RQVHTXHQWO\
SKDUPDFHXWLFDO SURGXFWYV IRU ZKLFK PDUNHWLQJ DSSURYDO KDV QRW \HW EHHQ REWDLQHG D
EDVLVY RYHU WKHLU XVHIXO OLYHV EHJLQQLQJ ZKHQ PDUNHWLQJ DSSURYDO LV REWDLQHG

3D\PHQWV XQGHU 5 ' DUUDQJHPHQWY UHODWLQJ WR DFFHVV WR WHFKQRORJ\ RU WR GDWDEDVHE
FDSLWDOL]HG DQG DPRUWL]JHG RYHU WKH XVHIXO OLIH RI WKH LQWDQJLEOH DVVHW 6XEFRQW!I
SD\PHQWV XQGHU 5 ' FROODERUDWLRQV ZKLFK DUH XQUHODWHG WR WKH RXWFRPH RI WKDW FROC(

2WKHU LOWDQJLEOH DVVHWYV QRW DFETXLUHG LQ D EXVLQHVV FRPELQDWLRQ

/ILFHQVHV RWKHU WKDQ WKRVH UHODWHG WR SKDUPDFHXWLFDO SURGXFWY DQG UHVHDUFK SURM
LQFOXGLQJ DQ\ GLUHFWO\ DWWULEXWDEOH FRVW RI SUHSDULQJ WKH VRIWZDUH IRU LWV LQWHQ
WKHLU XVHIXO OLYHV

,QWHUQDOO\ JHQHUDWHG FRVWV LQFXUUHG WR GHYHORS RU XSJUDGH WHFKQRORJLHVY DUH FDSL
VWUDLJKW OLQH EDVLY RYHU WKH XVHIXO OLIH RI WKH VRIWZDUH IURP WKH GDWH RQ ZKLFK WKH

2WKHU LOWDQJLEOH DVVHWY DFTXLUHG LQ D EXVLQHVV FRPELQDWLRQ

2WKHU LQWDQJLEOH DVVHWY DFTXLUHG LQ D EXVLQHVV FRPELQDWLRQ 5' WHFKQRORJLHV DQG
PHDVXUDEOH DUH LGHQWLILHG VHSDUDWHO\ IURP JRRGZLOO PHDVXUHG DW IDLU YDOXH DQG FI
VXEVHTXHQWO\ DPRUWL]HG RYHU WKHLU XVHIXO OLYHV

PSDLUPHQW

*RRGZLOO
*RRGZLOO LV QRW DPRUWL]JHG EXW LV WHVWHG IRU LPSDLUPHQW DQQXDOO\ DQG ZKHQHYHU
VRXUFHV RI LOQIRUPDWLRQ DUH FRQVLGHUHG LQGLFDWRUV WKDW DQ DVVHW RU D &DVK *HQHUL

$Q LPSDLUPHQW ORVV LV UHFRJQL]HG LQ WKH &RQVROLGDWHG ,QFRPH 6WDWHPHQW ZKHQHY
JHQHUDWLQJ XQLW H[FHHGV WKH XQLWfV UHFRYHUDEOH DPRXQW

7KH UHFRYHUDEOH DPRXQW LV WKH KLJKHU RI DQ DVVHW(Y{V IDLU YDOXH OHVV FRVWV WR VHOO

,QWDQJLEOH $VVHWYV

,QWDQJLEOH DVVHWV WKDW DUH VXEMHFW WR DPRUWL]DWLRQ DUH UHYLHZHG IRU LPSDLUPHQW
WKH FDUU\LQJ YDOXH PD\ QRW EH UHFRYHUDEOH $GGLWLRQDOO\ LQWDQJLEOH DVVHWV ZLWK D
IRU XVH VXFK DV 5' SURMHFWY DUH WHVWHG DQQXDOO\ IRU LPSDLUPHQW



O *22':,/11 O

%DODQFHY DQG PRYHPHQW RQ GRRIBUZHO/XKRDQ EHORZ

7TUDQVODWLRQ DQG
LQ N¥a $W -DQXDUBFTXLVLWLRQYSRVDOWSDLUPHQW RWKKBW 'HFHPEHU

+

(%

+ |+ |+
+ |+ |+

7RWDO

7UDQVODWLRQ DQG

LQ N%Va $W -DQXDUSFTXLVLWLRYSRVDOWSDLUPHQW RWKHW 'HFHPEHU
'3 + + +

-(% * * *

7RWDO + + +

,Q WKH ODQDJHPHQW %RDUG PDGH WKH GHFLVLRQ WR UHQDPH WKH VHJPHQW SUHYLRXVC

HYHORSPHQW" ™ ' 3" WR EHWWHU UHIOHFW (YRWHFfV VWUDWHJILF IRFXV VHH DOVR QRWH

7KH GLVSRVDO RI *RRGZLOO ZLWKLQ WKH -(% VHIPHQW UHODWHY WR WKH GLVSRVDO RI -XVW (8 VHI

7KH *URXS KDV WHVWHG WKH JURXSV RI FDVK JHQHUDWLQJ XQLWYV IRU LPSDLUPH@WDVRIG W KHWMK®
QHW ERRN YDOXHV DV RI 6&dBWKHBPHHUDWLQJ XQLWYVY DUH FRQVLVWHQW ZLWK RXU UHSRUWDEOH
DUH SHUIRUPHG E\ GHWHUPLQLQJ WKH UHFRYHUDEOH DPRXQW EDVHG RQ GLVFRXQWHG FDVK IOR:

7KH LPSDLUPHQW WHVWYV IRU ERWK JURXSV RI FDVK JHQHUDWLQJ XQLWYV DUH EDVHG RQ WKH
DVVHVVPHQW UHIOHFWYV D /HYHO DSSURDFK DFFRUGLQJ WR WKH IDLU YDOXH KLHUDUFK\ DV GHI|

7KH HVWLPDWHG IXWXUH FDVK IORZV IRU ERWK JURXSV RI FDVK JHQHUDWLQJ XQLWV DUH ED
LQFOXGLQJ D \HDU VLPSOLILHG WUDQVLWLRQ SHULRG DQG WKHQ H[WUDSRODWHG XVLQJ D VXVV
ZHUH EDVHG RQ WKH EXGJHW IROORZHG E\' D \HDU VWUDWHJILF SODQ DQG WKHQ H[WUDSR
SODQQLQJ KRUL]JRQ LV WKH UHVXOW RI D WKH DGMXVWHG VWUDWHJ\ IRU WKH -(% EXVLQHVV
H[SDQVLRQ RI SK\VLFDO FDSDFLW\ YLD (YRWHF RZQHG - 32'V DQG E PRUH SODQQLQJ FHUWDLQW\
WR FOHDUO\ GHILQHG FRQWUDFWXDO WHUPV DQG DVVRFLDWHG H[SHFWHG FDVK IORZV

7KH UHVXOWLQJ \HDU SODQQLQJ KRUL]JRQ FRQVLVWHQWO\ IRU ERWK JURXSV RI FDVK JHQHUDV
EXVLQHVV PRGHO DQG WKH IDVW JURZLQJ UDPS XS QDWXUH RI -(% 'XH WR WKH XQFHUWDLQW\ LQC
LPSDLUPHQW WHVWYV IRU ERWK JURXSV RI &*8V ZHUH SHUIRUPHG E\ DSSO\LQJ D VFHQDULR DQDC
ZDV LGHQWLILHG LQ HLWKHU RI WKHVH VFHQDULRYV

ODQDJHPHQW KDV LGHQWLILHG WKH FDVK IORZ VFKHGXOH WKH WHUPLQDO YDOXH JURZWK UDWH
DPRXQW LV PRVW VHQVLWLYH

ODQDJHPHQW KDV GHWHUPLQHG WKH YDOXHV IRU WKH NH\ DVVXPSWLRQV DV IROORZV
&DVK IORZ

7KH FDVK IORZ SODQ LV EDVHG RQ SDVW H[SHULHQFH DQG PDQDJHPHQWYfV H[SHFWDWLRQV IRU
UHYHQXH DQG FRVW DOORFDWLRQ JURZWK UDWHV JURVV PDUJLQV (%,7'$ PDUJLQVY DQG LQYHVW

/RQJ WHUP JURZWK UDWH
7KH WHUPLQDO YDOXH JURZWK UDWH LV EDVHG RQ WKH FXUUHQW HVWLPDWHYV RI ORQJ WHUP LQI

]



'LVFRXQW UDWH
7KH GLVFRXQW UDWHV RI WKH FDVK JHQHUDWLQJ XQLWY FRUUHVSRQG WR WKHLU ZHLJKWHG DYH

JURXS

7KH IROORZLQJ WDEOHV VKRZ WKH UHOHYDQW SUH WD[ GLVFRXQW UDWH DV ZHOO DV WKH JUF
GLVFRXQWHG FDVK IOREQPRGHOV LQ

S -(%
'"HQRPLQDWHG LQ (85 *%3 86"
3UH WD[ GLVFRXQW UDWH
6XVWDLQDEOH JURZWK UDWH

BER -(%
"HQRPLQDWHG LQ (85 *%3 86"
3UH WD[ GLVFRXQW UDWH
6XVWDLQDEOH JURZWK UDWH

,Q DGGLWLRQ WR WKH VFHQDULR EDVHG DSSURDFK D VHQVLWLYLW\ DQDO\VLV ZDV SHUIRUPHG I/
FKDQJHV LQ WKH NH\ DVVXPSWLRQV XVHG IRU 7KH DQDO\VLV ZDV EDVHG RQ D GHFUHDVH
GLVFRXQW UDWH RU D GHFUHDVH E\ RQH SHUFHQWDJH SRLQW LQ WKH WHUPLQDO VXVWDLQDEOH
LQ NH\ DVVXPSWLRQV QR LPSDLUPHQW ZRXOG EH UHFRUGHG IRU DQ\ RI WKH FDVK JHQHUDWL(
SK\VLFDO ULVNV DQG WUDQVLWLRQ ULVNV ZKHQ PHDVXULQJ WKH UHFRYHUDEOH DPRXQW 7KH "
DVVXPSWLRQ IRU WKH LPSDLUPHQW WHVW RI JRRGZLOO

,Q DQG WKH &RPSDQ\ GLG QRW UHFRJQL]JH DQ\ LPSDLUPHQW ORVVHV DV D UHVXOW RI WKH D(
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7KH GHYHORSPHQW RI LQWDDQ GE Ol DMRPARVLOQWKH IROORZLQJ WDEOHV

LQ NY% 'HYHORSHG 7THFKQRORJLHV

3DWHQ
LRIV | WHUQDOO\ &XVWRPHU
JHQHUDWHGFTXLUHBGHODWLRQYKDSWPDUNY 7RWDO

$FTXLVLWLRQ DQG PDQXIDFWXULQJ FRVW

$PRXQW EHJLQQLQJ RI WKH \HDU

JRUHLJQ FXUUHQF\ WUDQVODWLRQ +
$GGLWLRQV + +
"LVSRVDOV +
'"LYHVWPHQW RI DIILOLDWHG FRPSDQLHV + + + +
5HFODVVLILFDWLRQ + + + +
$PRXQW HQG RI WKH \HDU ]
"HSUHFLDWLRQ DPRUWL]DWLRQ DQG LPSDLUPHQWYV

$PRXQW EHJLQQLQJ RI WKH \HDU

YRUHLJQ FXUUHQF\ WUDQVODWLRQ + + +
$GGLWLRQV

_PSDLUPHQW + + + + + +
"LVSRVDOV + +
'"LYHVWPHQW RI DIILOLDWHG FRPSDQLHV + + + + + +
5HFODVVLILFDWLRQ + + + +
$PRXQW HQG RI WKH \HDU ]
1HW ERRN YDOXH

$PRXQW EHJLQQLQJ RI WKH \HDU

$PRXQW HQG RI WKH \HDU + _

'HYHORSHG 7THFKQRORJLHYV

3DWHQWN—D%G—
WHUQDO®RTXLUHG&XVWRPHU

/ILFHQVHV '
LQ NY JHQHUDWHG UHODWLRQMKRSHMPDUNYV 7RWDO

$FTXLVLWLRQ DQG PDQXIDFWXULQJ FRVW

$PRXQW EHJLQQLQJ RI WKH \HDU

JRUHLJQ FXUUHQF\ WUDQVODWLRQ +
$GGLWLRQV + + + +
'LVSRVDOV + + + +
5HFODVVLILFDWLRQ + + +

$PRXQW HQG RI WKH \HDU

'"HSUHFLDWLRQ DPRUWL]DWLRQ DQG LPSDLUPHQWYV

$PRXQW EHJLQQLQJ RI WKH \HDU

JRUHLJQ FXUUHQF\ WUDQVODWLRQ + +
$GGLWLRQV +

,PSDLUPHQW + + + + + +
'LVSRVDOV + + + +
5HFODVVLILFDWLRQ + + + + + +
$PRXQW HQG RI WKH \HDU

1HW ERRN YDOXH

$PRXQW EHJLQQLQJ RI WKH \HDU

$PRXQW HQG RI WKH \HDU




,QWDQJLEOH DVVHWYV HQFWHEBWHGCIRRRA. OO NWFHPEHU WAR BMWFHPEHU

7KH LQFUHDVH LV PDLQO\ GXH WR DGGLWLRQV ZLWKLQ GHYHORSHG WHNSRROBYILRY EMRXQWLQJ
UHODWH WR IXOO\ DPRUWL]HG DQG QR ORQHFHHPE® XV H W& W IQ-HW EFORR B WWHOWKH REVZRQ+XQWHU (Y
DQDO\WLFV S®QDW IRUF HIP\EHU Y NDQG WKH QHW ERRN YDOXH RI ( 03' (YRWHFY% PROMHFXOD
'"HFHPEHU % N7KH DPRUWL]DWLRQ RI (YRWHF+V¥% XVWNBHGRHODWWRDVEKHOSBRHY WR $SWXL

(+0#0% +#0.5647/'065
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1RQ GHULYDWLYH ILQDQFLDO DVVHWYV
1RQ GHULYDWLYH ILQDQFLDO DVVHWV FRPSULVH FDVK DQG FDVK HTXLYDOHQWYV UHFHLYDEOHV D

5HFRJQLWLRQ DQG LQLWLDO PHDVXUHPHQW
1RQ GHULYDWLYH ILQDQFLDO DVVHWYV DUH UHFRJQL]JHG ZKHQ WKH *URXS EHFRPHVY D SDUW\ WR W

3XUFKDVHV DQG VDOHV RI QRQ GHULYDWLYH ILQDQFLDO DVVHWYV LQ WKH QRUPDO FRXUVH RI EXV
'LYLGHQG DQG LQWHUHVW LQFRPH DUH UHFRJQL]JHG ZKHQ HDUQHG *DLQV RU ORVVHV LI DQ\ DU

1RQ GHULYDWLYH ILQDQFLDO DVVHWYVY DUH GHUHFRJQL]J]HG ZKHQ WKH ULJKWV WR UHFHLYH FDVK
ULJKWV WR UHFHLYH FDVK IORZV IURP WKH DVVHW $W LQLWLDO UHFRJQLWLRQ WKH *URXS PHD
FDVH RI D ILQDQFLDO DVVHW QRW PHDVXUHG DW IDLU YDOXH WKURXJK SURILW RU ORVV )9W3/

WKH ILQDQFLDO DVVHW 7UDQVDFWLRQ FRVWYV RI ILQDQFLDO DVVHWY FDUULHG DW )9W3/ DUH H[S

&ODVVLILFDWLRQ DQG VXEVHTXHQW PHDVXUHPHQW
7KH *URXS FODVVLILHV LWV QRQ GHULYDWLYH ILQDQFLDO DVVHWYVY LQ WKH IROORZLQJ PHDVXUHP

+tWKRVH WKDW DUH PHDVXUHG VXEVHTXHQWO\ DW IDLU YDOXH
+tWKRVH WKDW DUH PHDVXUHG DW DPRUWL]HG FRVW

,Q DVVHVVLQJ WKH FODVVLILFDWLRQ WKH *URXS FRQVLGHUV WKH EXVLQHVY PRGHO IRU PDQDJL(

YRU DVVHWV PHDVXUHG DW IDLU YDOXH JDLQV DQG ORVVHV ZLOO EH UHFRUGHG LQ HLWKHU WKF
,QFRPH )9W2&,

JRU GHEW LQYHVWPHQWY DVVHWYV DUH UHFODVVLILHG EHWZHHQ )9W2&, )9W3/ DQG DPRUWL]HG
FKDQJHYV

21IVHWWLQJ RI ILQDQFLDO LQVWUXPHQWYV
J)LQDQFLDOV DVVHWY DQG OLDELOLWLHY DUH RQO\ RIIVHW DQG WKH QHW DPRXQW SUHVHQWHG L
WKH *URXS KDV WKH OHJDO ULJKW WR RIIVHW WKH DPRXQWVYV DQG HLWKHU WR VHWWOH RQ D QHW

&DVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWY LQFOXGH FDVK EDODQFHYVY FHUWDLQ PRQH\ PDUNHW IXQGV DQG VK
PRQWKY RU OHVV WKDW DUH UHDGLO\ FRQYHUWLEOH LQWR NQRZQ DPRXQWYV RI FDVK

2WKH@QYDQFLDO DVVHWYV
2WKHU ILQDQFLDO DVVHWYV LQFOXGH FRQYHUWLEOH ORDQV GHULYDWLYHV DQG GHSRVLWYV

'"HEW LQVWUXPHQWYV
'"HEW LQVWUXPHQWY LQFOXGH WKRVH VXEVHTXHQWO\ FDUULHG DW DPRUWL]HG FRVW WKRVH FDU

&ODVVLILFDWLRQ GHSHQGYVY RQ WKH *URXSYV EXVLQHVYV PRGHO IRU PDQDJLQJ WKH DVVHW DQG W

]



'"HEW LOQVWUXPHQWYVY WKDW DUH KHOG IRU FROOHFWLRQ RI FROQWUDFWXDO FDVK IORZV ZKHUH WK
PHDVXUHG DW DPRUWL]HG FRVW DQG DUH VXEMHFW WR LPSDLUPHQW ,QWHUHVW LQFRPH IURP
HITHFWLYH LOQOWHUHVW UDWH PHWKRG

'"HEW LQVWUXPHQWY WKDW DUH KHOG IRU FROOHFWLRQ Rl FRQWUDFWXDO FDVK IORZV DQG IRU V
SD\PHQWV RI SGLOQFWSIDGI\DA) DUH PHDVXUHG DW )9W2&, DQG VXEMHFW WR LPSDLUPHQW

ORYHPHQWYV LQ WKH FDUU\LQJ DPRXQWY DUH WDNHQ WKURXJK 2&, H[FHSW IRU WKH UHFRJQLWL
H[FKDQJH JDLQV DQG ORVVHV ZKLFK DUH UHFRJQL]J]HG LQ WKH &RQVROLGDWHG ,QFRPH 6WDWHPH

:KHQ WKH ILQDQFLDO DVVHW LV GHUHFRJQL]JHG WKH FXPXODWLYH JDLQ RU ORVYV SUHYLRXVO\ |
,QFRPH 6WDWHPHQW ,QWHUHVW LQFRPH IURP WKHVH ILQDQFLDO DVVHWYV LV LQFOXGHG LQ IL
LQVWUXPHQWY WKDW GR QRW PHHW WKH FULWHULD IRU DPRUWL]HG FRVW RU )9W2&, DUH PHI
VXEVHTXHQWO\ PHDVXUHG DW )9W3/ LV UHFRJQL]JHG LQ WKH &RQVROLGDWHG ,QFRPH 6WDWHPHQV

2WKHU (TXLW\ LQYHVWPHQWY ZKHUH WKH *URXS GRHVY QRW SRVVHVV FRQWURO RU VLJQLILFDQW LQIOXIH

JRU WKRVH HTXLW\ LOQYHVWPHQWY RYHU ZKLFK WKH *URXS KDV QHLWKHU FRQWURO QRU VLJQLILF
,)56 FODVVLILFDWLRQ ZLOO GHSHQG RQ ZKHWKHU WKH *URXS KDV PDGH DQ LUUHYRFDEOH HOl
LOQYHVWPHQW DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH )9W2&,

JRU WKRVH HTXLW\ LQYHVWPHQWY RYHU ZKLFK WKHQRR X3 XDV LEBQWKHQI GROPFIR O Q ¥ RAKLWKFR Q
DFFRUGDQFH ZLWK ,)56 ERWK )9W2&, DQG )9W3/ WKH *URXS IROORZV WKH IROORZLQJ KLHUDL
2EVHUYDEOH PDUNHW SULFHV DUH WKH SULPDU\ PHWKRG ZKHQ DYDLODEOH :KHQ WKHVH DUH QF
FDSLWDO WUDQVDFWLRQ ZLWK D QHZ LQYHVWRU RI WKH HTXLW\ LQYHVWPHQW LQ ZKLFK WKH *I
DEVHQFH RI VXFK DQ HYHQW WKH *URXS DVVHVVHV TXDOLWDWLYH IDFWRUV VXFK DV VFLHQW
LQYHVWRHEMWH RI SURPLVLQJ VFLHQWLILF GHYHORSPHQW WKH DFTXLVLWLRQ FRVOWRXIEKHFR Q\
LQYHVWPHQW EH D SRVVLEOH JRLQJ FRQFHUQ ULVN ZLWK QR IXUWKHU SRVLWLYH TXDOLWDWLYH
WKH LQYHVWPHQW

7KH LQYHVWPHQWY LQ HDUO\ VWDJH FRPSDQLHV DUH PDLQO\ RI D VWUDWHILF QDWXUH DQG DUFL
SDUWLFXODU WKH GHYHORSPHQW RI SURGXFWY DQG RU WHFKQRORJ\ SODWIRUPV LQ SKDUPDFHX

:KHUH WKH *URXS KDV HOHFWHG WR SUHVHQW IDLU YDOXH JDLQV DQG ORVVHV RQ HTXLW\ LQYH\
JDLQV DQG ORVVHV WR WKH &RQVROLGDWHG ,QFRPH 6WDWHPHQW IROORZLQJ WKH GHUHFRJQLV
FROQWLQXH WR EH UHFRJQL]J]HG LQ WKH &RQVROLGDWHG ,QFRPH 6WDWHPHQW ZKHQ WKH *URXSTV |

'HEW DQG RWKHU ILQDQFLDO OLDELOLWLHYV

'HEW DQG RWKHU ILQDQFLDO OLDELOLWLHY H[FOXGLQJ GHULYDWLYH ILQDQFLDO OLDELOLWLHYV I
DQG SD\DEOHV QHW RI GLUHFWO\ DWWULEXWDEOH WUDQVDFWLRQ FRVWYV 'HEW DQG RWKHU ILQ!
HITHFWLYH LQWHUHVW UDWH PHWKRG $PRUWL]JHG FRVW LV FDOFXODWHG E\ WDNLQJ LQWR DFFR.
DQ LQWHJUDO SDUW RI WKH HIITHFWLYH LOQWHUHVW UDWH

'HEW DQG RWKHU ILQDQFLDO OLDELOLWLHY DUH GHUHFRJQL]JHG ZKHQ WKH REOLJDWLRQ XQGHU W

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWV
$00 GHULYDWLYH ILQDQFLDO LQVWUXPHQWY DUH DFFRXQWHG IRU DW WKH WUDGH GDWH DQG |
PDWXULW\ GDWH RU WKH HDUO\ WHUPLQDWLRQ GDWH

7KH *URXS PHDVXUHV DOO GHULYDWLYH ILQDQFLDO LQVWUXPHQWY DW IDLU YDOXH WKDW LV GHU
RI WKH SUHVHQW YDOXH RI WKH HVWLPDWHG IXWXUH FDVK IORZV EDVHG RQ REVHUYDEOH LQWH
UDWHV RU GHULYHG IURP RSWLRQ SULFLQJ PRGHOV DV DSSURSULDWH

*DLQV RU ORVVHV DULVLQJ IURP FKDQJHV LQ IDLU YDOXH RI GHULYDWLYH ILQDQFLDO LQVWUXP H(
GRHV QRW DSSO\ KHGJH DFFRXQWLQJ LQ DFFRUGDQFH ZLWK ,)56 QRU ,$6

]



.PSDLUPHQW RI ILQDQFLDO DVVHWV

7KH *URXS UHFRJQL]J]HY DQ DOORZDQFH IRU H[SHFWHG FUHGLW ORVVHV (&/V IRU WUDGH UHFHLY
FDVK IORZY GXH LQ DFFRUGDQFH ZLWK WKH FRQWUDFW DQG DOO WKH FDVK IORZV WKDW WKH *UF

JRU DOO WUDGH UHFHLYDEOHY DQG FRQWUDFW DVVHWYV WKH *URXS DSSOLHV WKH ,)56 VLPSOLI

7R PHDVXUH WKH (&/V RQ WUDGH UHFHLYDEOHY DQG FRQWUDFW DVVHWV WKH *URXS WDNHV LQ
DYHUDJH KLVWRULFDO ORVVHV DV ZHOO DV GD\V SDVW GXH

7KH *URXS DOVR PD\ IDFWRU LQ VSHFLILF FLUFXPVWDQFHV VXFK DV VHULRXV DGYHUVH HFRQRPL
ORRNLQJ LQIRUPDWLRQ

7KH *URXS PD\ DOVR DSSO\ LQGLYLGXDO FUHGLW ORVVHVY RQ LGHQWLILHG WUDGH DFFRXQW UHFF

2WKHU ILODQFLDO LQFRPH DQG H[SHQVH

JLQDQFLDO LQFRPH FRPSULVHV LQWHUHVW LQFRPH RQ IXQGV LQYHVWHG LQFOXGLQJ ILQDQFLD!
DVVHWVY QHW IDLU YDOXH JDLQV RQ ILQDQFLDO DVVHWY DW )9W3/ QHW JDLQV RQ WKH UHPHDV)
QHW JDLQV RQ IRUHLJQ H[FKDQJH LPSDFWV WKDW DUH UHFRJQL]JHG LQ WKH &RQVROLGDWHG ,QFF

2WKHU ILQDQFLDO LQFRPH LV UHFRJQL]JHG RQ DQ DFFUXDO EDVLV LQ WKH &RQVROLGDWHG ,QFRF
LV UHFRJQL]HG LQ WKH &RQVROLGDWHG ,QFRPH 6WDWHPHQW RQ WKH GDWH WKDW WKH *URXSTV
VHFXULWLHV LV QRUPDOO\ WKH H[ GLYLGHQG GDWH

2WKHU ILQDQFLDO H[SHQVHV FRPSULVH LQWHUHVW H[SHQVHV RQ ERUURZLQJV XQZLQGLQJ RI WK
GLVSRVDO RI ILQDQFLDO DVVHWV QHW IDLU YDOXH ORVVHV RQ ILQDQFLDO DVVHWYV DW )9W3/

UHFHLYDEOHV QHW LQWHUHVW H[SHQVHV UHODWHG WR GHILQHG EHQHILW SODQV LQWHUHVW

UHFRJQL]HG LQ WKH &RQVROLGDWHG ,QFRPH 6WDWHPHQW

(YRWHFeV LQWHUHVW H[SHQVHVY UHODWH SULPDULO\ WR ILQDQFLDO OLDELOLWLHY PHDVXUHG DW

O 27+(5 ),1%$1&,%$/ ,1&20( $1' (;3(16( O

,Q RWKHU ILQDQFLWO LQFRPHsRI NUHODWHV WR LQWHUHVW LQFRPH DULVLQJ IURP ILQDQFL
PHWKRG ,QRWKHU ILQDQFLRO H[SHODVHYRI NJHODWHV WR LQWHUHVW H[SHQVH IURP ILQDQF
YOW 3/

O &%$6+ $1&$6+(48,98/(17&1' 6+257 7(5019(670(176 O
7KH EDODQFHV RI FDVK DQG AFIAHP EHAINMLY DOQHEFWVNEHW RI DUH DV IROORZV

LQ N¥%
&DVK DW EDQNV DQG RQ KDQG

6KRUW WHUP GHSRVLWYV

I+

ORQH\ PDUNHW IXQGYV

TAwbo .

ORQH\ PDUNHW IXQGY DQG VKRUW WHUP GHSRVLWWFBREHBHDV%UHG BRW WXWM2E&DVKSEDRIDQFHV Z
LOQVWLWXWLRQV'BEHPEHVWWUEKFWHGN 7KLY DPRXQW LQFOXGHY JUDQWYV IRU VSHFLILF SURMHFWYV D

7KH EDODQFH RI VKRUW WHUP LONDHYV\WRFHPWMULY 'HFHPEHU Ya N 6KRUW WHUP LQYHVYV
LQFOXGH UHVWULFWHG: WHURD G FHBIRWRBHWURI 'HFHPEHU Ya N VHUYLQJ DV VHEXULW\ IRU
ORDQV VHH p/RDQ /LDELOLWLHVY EHORZ 6KRUW WHUP LQYHVWPH®QWYV DDVRRIEQQPEKNGH FRUSRU
'HFHPEHU Ya N 5SHVYWULFWHG VKRUW WHUP LQYHVWPHQWY DUH PHDVXUHG DW DPRUWL]HG F

]



Q ORVVHV RQ FDVK HTXLYDOHQWY SUHYLRXVO\ UHFRJQL]JHG LQ &, ZHNIHR UBY &V VIHEG DAV U H
UHFRUGHG LQ QRQ@DLQ DQG ORVVHV RQ VKRUW WHUP LQYHVWPHQWY SUHYLRXVO\ UHFRJQL]HG
JDLQ“RI NQG D ORVV RBMHUH UHYHUVHG IURP 2&, DQG UHFRUGHG LQ 3 /

$V RHFHPEHU JDLQV RQ FDVK HTXLYDOHQWV UHFRZEHOH QR &DDORXAHWUMWREHFRUGHG DV RI '
KDYH EHHQ QR ORVVHV RQ FDVK HTXLHPFEBREDMY UHHRHBEHHGEULQ 2&, DV R

$V DMWFHPEHU JDLQV RQ VKRUW WHUP LQYHVWPHQW,YV UHRRUGHHP EQUZE&, DPRXQWUWRKDYH EHHQ
ORVVHV RQ VKRUW WHUP LQYHVWHMHF@WEHWUHFROUBBHFRAHRPQHAL, DV RI

O 27+(5 &855(17 ),1%$1&,%/ $66(76 O

2WKHU FXUUHQW ILPKOQFEBO DYVWHWVNHFHPEHU Ya NPDLQO\ LQFOXGH GHULYDWLYHV LQWHUL
GHSRVLWY DQG RWKHU ILQDQFLDO DVVHWV 7KH LQFUHDVH FRPSDUHG WR WKH SUHYLRXV \HDU
SULFH SD\PHQW BIV'RFHPEHU DULVLQJ IURP WKH VDOH RI -XVW (8

O 27+(5 /21* 7(50 ,19(670(176 O

7KH GHYHORSPHQW RI LQYHVWPHQWY PHDVXUHG DW IDLU YDOXH LQ DFFRUGDQFH ZLWK ,)56 LV

LQ N¥%
%DODQFH DW -DQXDU\
$GGLWLRQV
5HFODVVLILHG DV +HOG IRU 6DOH 2
'LVSRVDOV

YDLU YDOXH DGMXVWPHQWY UHFRJQL]JHG LQ SURILW RU ORVV
$GMXVWPHQWYVY WR IDLU YDOXH UHFRJQL]HG LQ 2&,
%DODQFH DW 'HFHPEHU

7KH IRXU ELJJHVW DGGLWLRQV ZHUHX UHODWH% WR NSEXRENF 7KHUD S HXWLRY ¥%2N OLVVLRQ

%LR&DSLWDO 9 %3 N Y NDQ&XULH %LR 6HHG )XQG4, /3N Y, N :KLOH (YRWHF KE
RQO\ SDUWLFLSDWHG LQ ILQDQFLQJ URXQGV IRU DOUHBBR YD QWIKDIUPQ ¥ HMWP HRGWYD, QWK H. K G YD+
IRU 6OH NLQ 4 IROORZLQJ UHFHLSW RI WKH /HWWHU RI ,QWHQW DQG PDQDJHPHQWYV DVVH
Y, NQ UHODWHV WR D UHWXUQ RI FDSLWDO LQ WKH IRUP RI D GLYLGHQG ¥URP RNQE RI RXU ¢

UHODWHV WR WKH VDOH RI 5SHFXUVLRQ 3KDUPDFHXWLFDOV ,QF IRUPHUO\ NQRZQ DV ([VFLHQWLD

(YRWHF SHULRGLFDOO\ DVVHVVHV WKH IDLU YDOXH RI LWV LQYHVWPHQWY DQG WDNHV LQWR DF

YDOXH DGMXVWPHQWY DUH UHODWHG WR $HRYLD® 3SKDURDKEXWLFBOV N Ya N RIITVHW E\ WKI
GHFUHRBRWKHW LY %LR 6HHG )X@G , /3 N Ya N
7KH ORMV RI N Ya NQ DGMXVWPHQWYV WR IDLU YDOXH UHFRJQL]JHG LQ RWKHU FRPSUHKHQ

6HUQRYD &RUS

0/12%1 /,$%,/,7,(6 O

TKURXJKRXW WKHOMHDUWKH *URXS PHW DOO FRYHQDQWY $00 ORDQV DUH XQVHEXUHGNZLWK WK
VHFXUHG DJDLQVW VKRUW WHUP LOQYHVWPHQWY LQ WKH VDPH DPRXQW



"HFHPEHU
&DUU\LQJ &DUU\LQJ
&RXQWU\ Rl OHQBBIWHQF\ 1RPLQDObLQWHUHYWODIWKILW\)PDQW I9® O XBIPRXQW )DLU 9DOXBIPRXQW
N N N N
*HUPDQ\ (85 IL[HG LQWHUHVW UDWH RI WR
*HUPDQ\ (85 YDULDEOH LQWHUHVW UDW|H RI 0 (XULERU
*HUPDQ\ (85
*HUPDQ\ (85
*HUPDQ\ (85
,WDO\ (85
,WDO\ (85 YDULDEOH LQWHUHVW UDWH RI
JUDQFH (85 IL[HG LQWHUHVW UDWH RI WR 2 2
I

&XUUHQW ORDQ OHPHPEHWLHY@AORGH LOQWHUHMYVW ONHAEHREMU HVYR I N

$V RHFHPEHU WKH *URXS KDV QR RXWVWDQGLOHFXIPEHUDZQ WLQH RI FUHGLW

,Q- XQH ( YRMFWP IQDMGDY: P LAIRQ VHIRUVHRXUHG LHYROLQI FUHGIWDAMWV Z KIFK Z DVRUWILQD® WJIQHGLQ ) RURZ 1QJ FKDQIHVLQ
(YRWHF V ILQDQFLDO SURILOH WKH IDFLOLW\ ZDV QR ORQJHU DOLJQHG ZLWK WKH FRPSDQ\TV HY

6HH 3 JLQDQFLDO 5LVN ODQDJHPHQW ™ IRU D PDWXULW\ DQDO\VLVY RI ORDQ OLDELOLWLHV

O /($6(6 O

7KH *URXS KDV OHDVH FRQWUDFWV IRU YDULRXV LWHPV Rl UHDO HVWDWH YHKLFOHV DQG RWKH:
DQG WHUPLQDWLRQ RSWLRQV LQ D QXPEHU Rl OHDVH FRQWUDFWY 7KHVH DUH XVHG WR PD[LPL]*F
*URXS V RSHUDWLRQV 7KH RSWLRQV FRQVLGHUHG UHDVRQDEO\ FHUWDLQ DUH SDUW RI OHDVH O
QRW SDUW RI OHDVH OLDELOLW\ ZKLFK H[SRVHV WKH *URXS WR SRWHQWLDO IXWXUH FDVK RXW
RXW LQ WKH H[SODQDWLRQ ¢ &RPPLWPHQWY DQG FRQWLQJHQFLHV" ,Q DGGLWLRQ WKH *URX
OHDVH FRQWUDFWV GR QRW FRQWDLQ DQ\ ILQDQFLDO FRYHQDQWYV

6HW RXW EHORZ DUH WKH FDUU\LQJ DPRXQWV RI WKH OHDVH OLDELOLWLHYV ZKLFK DUH GXH DV II

,Q N¥
&XUUHQW SRUWLRQ RI OHDVH REOLJDWLRQV
/IRQJ WHUP OHDVH REOLJDWLRQV

/[HDVH OLDELOLWLHVY DUH FODVVLILHG ZLWKLQ &XUUHQW ILQDQFLDO OLDELOLWLHY DQG 1RQ FX
SRVLWKRQURXSTV FDVK RXWIORZV IRU ONDWHY DPRXQWHKE WR %



7KH IROORZLQJ DPRXQWY DUH UHFRJQL]JHG LQ SURILW RU ORVYV

LQ N¥%

'"HSUHFLDWLRQ H[SHQVH RI ULJKW Rl XVH DVVHWYV

,QWHUHVW H[SHQVH RQ OHDVH OLDHELOLW\

,QFRPH IURP VXEOHDVHYV 2

([SHQVH UHODWLQJ WR VKRUW WHUR OHDVHV

([SHQVH IRU OHDVHVY RQ DQ DVVHW RI ORZ YDOXH

7TRWDO DPRXQW UHFRJQL]JHG LQ SUR|ILW RU
ORVYV

O 5(&21&,/,$7,21 2) &$6+ )/2: )520 ),1$1&,1* $&7,9,7,(6 O

7KH IROORZLQJ WDEOHV VKRZ WKH UHFRQFLOLDWLRQ RI FDVK IORZ IURP ID@IBQFLQJ DFWLYLWLHV

/IRDQV /HDVH 2EOLJDWLRC(

LQ N LQ N
%DODQFH DV RI -DQXD U\
3URFHHGV IURP LVVXDQFH RI ORDQV +
5HSD\PHQWV
,QWHUHVW 3DLG t
&DVK IORZ IURP ILQDQFLQJ DFWLYLWLHYV
1RQ FDVK WUDQVDFWLRQV
'LVSRVDO RI ILQODQFH OHDVH REOLJDWLRQ +
JRUHLJQ FXUUHQF\ WUDQVODWLRQ DQG RWKHU
'LYHVWPHQW RI DIILOLDWHG FRPSDQLHYV +
,QWHUHVW H[SHQVH
VVXH RI ILQDQFH OHDVH REOLJDWLRQ +
%DODQFH DV Rl '"HFHPEHU
/IRDQV /HDVH 2EOLJDWLI
LQ N LQ N
%DODQFH DV RI -DQXDU\
3URFHHGV IURP LVVXDQFH RI ORDQV 2
5HSD\PHQWV
,QWHUHVW 3DLG 2
&DVK IORZ IURP ILQDQFLQJ DFWLYLWLHV
1RQ FDVK WUDQVDFWLRQV
'LVSRVDO RI ILQODQFH OHDVH REOLJDWLRQ 2
JRUHLJQ FXUUHQF\ WUDQVODWLRQ 2
'LYHVWPHQW RI DIILOLDWHG FRPSDQLHYV 2
5HFODVVLILFDWLRQ 2
,QWHUHVW H[SHQVH
,VVXH RI ILQDQFH OHDVH REOLJDWLRQ 2
%DODQFH DV Rl '"HFHPEHU

5HFODVVLILHG LQWR QRQ FXUUHQW GHIHUUHG LQFRPH DV (YRWHF KDV PHW WHUPV WR TXDOLI\ IRU ORDQ IRUJLYHQH



O &855(17 ),1%$1&,$/ /,6%,(6 O

$V RHFHPEHU FXUUHQW ILQDQFLDO OLWELOLWLHVYDPRXQ@WHGEG WRQVLVW RI FXUUHQW ORDQ OL
Ya N WKH FXUUHQW SRUWLRQ ®I OHINVH REOLIJINVNVRIHORIDV RWKHU FXUUHQW ILQDQFLD
Ya N2WKHU FXUUHQW ILQDQFLDO OLDELOLWLHV LQFOXGHYV QHJDWLYH IDLU YDOXHV RI IRU

+08'56/'065 #%%1706'&
(14 75+0) 6*' '37+6; /'6*1&

O $&&2817,1* 35,1&,3/(6 O

7KH *URXS LQ WKH FRXUVH RI LWV EXVLQHVV PD\ HQWHU LQWR DUUDQJHPHQWYV ZKHUH LW ZLO
RSHUDWLRQV DV MRLQW YHQWXUHV RU MRLQW RSHUDWLRQV GHSHQGLQJ RQ WKH ULJKWV DQG RE

$OWHUQDWLYHO\ LW PD\ HQWHU LQWR DUUDQJHPHQWY ZKHUH LW KROGYV WR SHUFHQW RI| Wk
FRPSDQLHV EHLQJ FODVVLILHG DV DVVRFLDWH FRPSDQLHYV

,QYHVWPHQWY LQ DVVRFLDWHY DQG MRLQW YHQWXUHYV DUH DFFRXQWHG IRU XVLQJ WKH HTXLW\ |

7KH *URXSYV VKDUH RI SURILW RI MRLQW YHQWXUHYV LV FODVVLILHG ZLWKLQ QRQ RSHUDWLQJ L
*URXSTV ILQDQFLDO SHUIRUPDQFH UHIOHFWLQJ LWV QRQ FRUH EXVLQHVV DFWLYLWLHV

7KH *URXSTV VKDUH RI SURILW ORVV RI DVVRFLDWHV LV FODVVLILHG EHORZ 2SHUDWLQJ LQFRPFE
*RRGZLOO DULVLQJ IURP DQ DFTXLVLWLRQ LV LQFOXGHG LQ WKH FDUU\LQJ DPRXQW RI WKH LQYH

(TXLW\ DFFRXQWLQJ LV GLVFRQWLQXHG ZKHQ WKH FDUU\LQJ DPRXQW RI WKH LQYHVWPHQW WR
DVVRFLDWH UHDFKHV JHUR XQOHVV WKH *URXS KDV HLWKHU LQFXUUHG RU JXDUDQWHHG DGGLWI

,PSDLUPHQW RI -RLQW 9HQWXUHY DQG $VVRFLDWHYV

7KH *URXS WHVWV LQYHVWPHQWY LQ MRLQW YHQWXUHV DQG DVVRFLDWHV IRU ZKLFK LW GRHV Q
UHJXODU EDVLV DQG ZKHQ WKHUH LV REMHFWLYH HYLGHQFH RI LPSDLUPHQW DV D UHVXOW RI RQ
LQYHVWPHQW

2EMHFWLYH HYLGHQFH RI LPSDLUPHQW LQFOXGHV EXW LV QRW OLPLWHG WR WKH QHW DVVHW
VLIQLILFDQW ILQDQFLDO GLIILFXOWLHY RI WKH MRLQW YHQWXUH DVVRFLDWH RU LQIRUPDWLRQ
WKH HFRQRPLF HQYLURQPHQW LQ ZKLFK LW RSHUDWHV DQG LQGLFDWHYV WKDW WKH FDUU\LQJ DP

O ,19(670(176 ,1 $662&,%$7(6 O

,QGLYLGXDOO\ LPPDWHULDO VKDUHV LQ FRPSDQLHYVY DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKR

GDWH WKH HTXLW\ ERRN YDOXH GLG QRW H[FHHG % N RU (YRWHFfV VKDUH RI HDUQLQJV LQ W
ZHUH OHVV WKDQ Y% N LQ WKH FRPSDQ\fV SURILW RU ORVV $W WKH EDODQFH VKHHW GDWH
ZHUH FODVVLILHG DV LQVLJQLILFDQW )XUWKHU RQ 'HFHPEHU WKH *URXS VROG RQH R

UHVXOWLQJ LQ D JDLQ RQ VDOH DQG FRUUH¥SRQG®LQJ RWKHU RSHUDWLQJ LQFRPH RI

7KH DGGLWLRQV WR WKH VLJQLIDEBQWMQ WQUHOW RPHOQWWHG WR ILQDQFLQJ URXQGV FDSLWDO FRQW



7KH IROORZLQJ WDEOH VXPPDUL]HVY WKH GHYHORSPHQW RI WKH LQYHVWPHQWY LQ DVVRFLDWHYV (

&HQWDXUL
7TKHUDSHXRWLEFYLILFDQW

LQ N¥% IWGLQYHVWPHQWARWDO
%DODQFH DW -DQXDU\

,QYHVWPHQW 2

6KDUH RI SURILW ORVV LQ DVVRFLDWH

,PSDLUPHQW 2 2 2
'LYLGHQGY HDUQHG ‘'LYHVWPHQW RU 5HFGDVVLILFDWLRQ 2

%DODQFH DW HEHPENY I N N

7KH IROORZLQJ WDEOH SURYLGHYV DQ RYHUYLHZ RI WKH GHYHORSPHQW RI WKH LQYHVWPHQWYV LQ

&HQWDXUL 4XDQWUR7RSDV

$XWREDKQHKEBBYSHXWLEMW 7KHUDSHKXWLUF/SHXQMIFMLILFDQW
LQ NY¥% /& /WG %LRWKHU D SIPHEW *PE+ LQYHVWPHQWRWDO
%DODQFH DW -DQXDU\ 2 2 2 2
,QYHVWPHQW 2 2
6KDUH RI SURILW ORVV LQ DVVRFLDWH 2
,PSDLUPHQW 2 2 2 2 2 2 2
'LYLGHQGY HDUQHG 'LYHVWPHQW RU 5HFGDVVLILFDWLRQ 2 2 2 2 2
%DODQFH DW '"HFHPEHU 2 2 2

)XUWKHU ILQDQFLDO LQIRUPDWLRQ RQ WKH VLJQLILFDQW LQYHVWPHQWY DFFRXQWHG IRU XVLQJ

&HQWDXUL
LQ N¥% 7TKHUDSHXWLFV /WG
&XUUHQW DVVHWV
1RQ FXUUHQW DVVHWYV
&XUUHQW OLDELOLWLHYV
1RQ FXUUHQW OLDELOLWLHYV 2
5HYHQXHV IURP -DQ WR 'HF

1HW LQFRPH ORVV -DQ WR 'HF_

LQ N &HQWDXUL 7TKHUDSBXW L% WU XH 4XDQWUR 7 KHARBIHX YW HYDSHXV
/WG 7KHUDSHXWLULFSY %WRBWKHUDSLHYPE + *PE+

&XUUHQW DVVHWV

1RQ FXUUHQW DVVHWYV

&XUUHQW OLDELOLWLHV

1RQ FXUUHQW OLDELOLWLHV 2 2 2

5HYHQXHV IURP -DQ WR 'HF 2 2 2

I1HW LQFRPH ORVV -DQ WR 'HF
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O $&&2817,1* 35,1&,3/(6 O

6KRUW WHUP HPSOR\HH EHQHILWYV

6KRUW WHUP HPSOR\PHQW REOLJDWLRQV DUH PHDVXUHG RQ DQ XQGLVFRXQWHG EDVLV DQG C
UHFRJQL]JHVY D OLDELOLW\ DQG DQ H[SHQVH IRU ERQXVHY DQG LQFHQWLYHYV EDVHG RQ D IRUPXOI
YV VKDUHKROGHUYV DIWHU FHUWDLQ DGMXVWPHQWYV

'HILOQHG FRQWULEXWLRQV VFKHPHYV

$ GHILQHG FRQWULEXWLRQ SODQ LV D SRVW HPSOR\PHQW EHQHILW SODQ XQGHU ZKLFK DQ HQWL
OHJDO RU FRQVWUXFWLYH REOLJDWLRQ WR SD\ IXUWKHU DPRXQWV 2EOLJDWLRQV IRU FRQWUL
HPSOR\HH EHQHILW H[SHQVH LQ WKH LQFRPH VWDWHPHQW LQ WKH SHULRGYV GXULQJ ZKLFK VHUY
HPSOR\HH VSHFLILF DQG GHSHQGY RQ WKH DPRXQW RI DQ HPSOR\HHYV FRQWULEXWLRQ DQG WKH

'HILOQHG EHQHILWY VEKHPHY DQG -XELOHH SURYLVLRQV

$ GHILQHG EHQHILW SODQ LV D SRVW HPSOR\PHQW EHQHILW SODQ RWKHU WKDQ D GHILQHG F|
FRQVWUXFWLYH REOLJDWLRQ WR SD\ IXUWKHU DPRXQWYVY EXW WR ZKLFK LW GRHV SD\ QRQ IL[HG

7KH QHW SHQVLRQ DVVHW RU OLDELOLW\ UHFRJQL]J]HG LQ WKH FRQVROLGDWHG VWDWHPHQW RI IL
WKH IDLU YDOXH RI SODQ DVVHWV OHVV WKH SUHVHQW YDOXH RI WKH SURMHFWHG GHILQHG EHQ

7KH GHILQHG EHQHILW REOLJDWLRQ LV FDOFXODWHG DQQXDOO\ E\ TXDOLILHG DFWXDULHV XVLQ
WKH SUHVHQW YDOXH RI DQ\ UHGXFWLRQV LQ IXWXUH FRQWULEXWLRQ RU DQ\ IXWXUH UHIXQGV

7KH QHW SHQVLRQ OLDELOLW\ DVVHW LV SUHVHQWHG DV D ORQJ WHUP SURYLVLRQ QR GLVWLC(
GHILQHG EHQHILW SRVW HPSOR\PHQW SODQV SULPDULO\ UHSUHVHQW WKH LQFUHDVH RI WKH DFV
EDVHG RQ HPSOR\HH VHUYLFH GXULQJ WKH \HDU DQG WKH LOQWHUHVW RQ WKH QHW UHFRJQL]HG
5HPHDVXUHPHQWYV RI WKH QHW GHILQHG EHQHILW DVVHW RU OLDELOLW\ FRPSULVH DFWXDULDO J
HITHFW RI WKH DVVHW FHLOLQJ H[FOXGLQJ LOQWHUHVW 7KH *URXS UHFRJQL]JHY DOO UHPHDVXUH
WKH *URXSeV LQFRPH VWDWHPHQW

7KH *URXS UHFRJQL]JHV JDLQVY DQG ORVVHVY RQ WKH VHWWOHPHQW RI D GHILQHG EHQHILW SODQ
GLITHUHQFH EHWZHHQ WKH SUHVHQW YDOXH RI WKH GHILQHG EHQHILW REOLJDWLRQ EHLQJ VHWMW
LQFOXGLQJ DQ\ SODQ DVVHWYV WUDQVIHUUHG DQG DQ\ SD\PHQWY PDGH GLUHFWO\ E\ WKH *URXS
WKH LQWURGXFWLRQ RI D FKDQJH WR WKH EHQHILW SD\DEOH XQGHU D SODQ RU D VLIJQLILFDQW |
DUH UHFRJQL]JHG LQ IXOO LQ WKH FRQVROLGDWHG LQFRPH VWDWHPHQW

7KH *URXS+VY QHW REOLJDWLRQ LQ UHVSHFW RI ORQJ WHUP HPSOR\HH EHQHILWY LV WKH DPRXQYV
VHUYLFH LQ WKH FXUUHQW DQG SULRU SHULRGV VXFK DV MXELOHH HQWLWOHPHQWY 7KDW EHQ
UHFRJQL]JHG LQ WKH FRQVROLGDWHG LQFRPH VWDWHPHQW LQ WKH SHULRG LQ ZKLFK WKH\ DULVF

2WKHU ORQJ WHUP HPSOR\PHQW EHQHILWYV

2WKHU ORQJ WHUP HPSOR\PHQW EHQHILWY LQFOXGH ORQJ VHUYLFH OHDYH RU VDEEDWLFDO OH
GLVDELOLW\ EHQHILWY DQG LI WKH\ DUH QRW H[SHFWHG WR EH VHWWOHG ZKROO\ ZLWKLQ WZF
FRPSHQVDWLRQ 7KH PHDVXUHPHQW RI WKHVH REOLJDWLRQV GLIIHUV IURP GHILQHG EHQHILW SO
VWDWHPHQW RI LQFRPH

6WRFN 2SWLRQV DQG 63%$V

7KH *URXS RSHUDWHY YDULRXV HTXLW\ VHWWOHG VKDUH EDVHG FRPSHQVDWLRQ SODQV IRU ZKLF
WKH JUDQWHG RSWLRQV RU VKDUHV UHFHLYHG LQ H[FKDQJH IRU WKH HPSOR\HH VHUYLFHV LV UH
EH H[SHQVHG LV GHWHUPLQHG E\ UHIHUHQRNW WRXWHKgWD LU D DRWXH R7 KK B PHRIXQWY DUH FKDUJHG \
UHOHYDQW YHVWLQJ SHULRGY DQG DGMXVWHG WR UHIOHFW DFWXDO DQG H[SHFWHG OHYHOV RI
YDOXH DW WKH GDWH ZKHQ WKH JUDQW LV PDGH XVLQJ DQ DSSURSULDWH YDOXDWLRQ PRGHO

]



$00 SODQV DUH VHWWOHG LQ VKDUHV 7KH JUDQW GDWH IDLU YDOXH RI HTXLW\ VHWWOHG VK
SHUVRQQHO H[SHQVH ZLWK D FRUUHVSRQGLQJ LQFUHDVH LQ HTXLW\ RYHU WKH YHVWLQJ SHULR

7KH FXPXODWLYH H[SHQVH UHFRJQL]JHG IRU HTXLW\ VHWWOHG WUDQVDFWLRQV DW HDFK UHSRUW
SHULRG KDV H[SLUHG DQG WKH *URXSTV EHVW HVWLPDWH RI WKH QXPEHU RI HTXLW\ LQVWUXPHQ

7KH H[SHQVH RU LQFRPH LQ WKH FRQVROLGDWHG LQFRPH VWDWHPHQW IRU D SHULRG UHSUH\
EHJLQQLQJ DQG HQG Rl WKDW SHULRG 6HUYLFH DQG QRQ PDUNHW SHUIRUPDQFH FRQGLWLRQV I
YDOXH RI DZDUGV EXW WKH OLNHOLKRRG Rl WKH FRQGLWLRQV EHLQJ PHW LV DVVHVVHG DV SD!I
WKDW ZLOO XOWLPDWHO\ YHVW ODUNHW SHUIRUPDQFH FRQGLWLRQV DUH UHIOHFWHG ZLWKLQ Wi

1R H[SHQVH LV UHFRJQL]HG IRU DZDUGY WKDW GR QRW XOWLPDWHO\ YHVW EHFDXVH QRQ PDUNH\

:KHQ DQ DZDUG LV FDQFHOOHG E\ WKH HQWLW\ RU E\ WKH FRXQWHUSDUW\ DQ\ UHPDLQLQJ HO
WKURXJK SURILW RU ORVV 7KH GLOXWLYH HIIHFW RI RXWVWDQGLQJ RSWLRQV DQG VKDUHV LV
HDUQLQJV SHU VKDUH

O '"(),1(" &2175,%87,21 6&+(0(6 O

7KH *URXS RSHUDWHVY D GHILQHG FRQWULEXWLRQ SODQ LQ WKH 8QLWHG .LQJGRP DQG PDNHV
SHQVLRQ FKDUJH IRU WKH \HDU UHSUHVHQWY FRQWULEXWLRQV SD\DEOH E\ WKH *URXS WR WKH |
Y, N Q Y, N

7KH *URXS RSHUDWHY GHILQHG FRQWULEXWLRQ N S@DQVNDQUWEH 86 B:QG PNDGH FRQWULEXWL

7KH *URXS RSHUDWHV GHILQHG FRQWULEXWLRQ SODQV LQ ,WDO\ (PSOR\HH VHYHUDQFH SD\ 7)5
WKH HVWLPDWHG OLDELOLW\ SD\DEOH WR HPSOR\HHV XSRQ WHUPLQDWLRQ RI WKHLU HPSOR\PHQ
FRPSDQLHV ZLWK PRUH WKDQ HPSOR\HHV WKH SRUWLRQ RI VHYHUDQFH SD\ DFFUXHG LV FOD
REOLJDWLRQ LV WR SD\ WKH UHODWHG FRQWULEXWLRQV WR SHQVLRQ IXQGV RU WR WKH 1DWLF
DPRXQWHG WR Y N

O "(),1(" %(1(),7 6&+(0(6 $1' -8%,/(( 3529,6,21 O

*HUPDQ\
7KH *URXS KDV D GHILQHG EHQHILW VEKHPH IRU RQH IRUPHU PHPEHU RI WKH ODQDJHPHQW %RDU

7KLV SURYLVLRQ DPRMYWHG WHRFHPEHU % N

YUDQFH

7KH *URXS UXQV D MXELOHH VFKHPH ZKHUH D OXPS VXP SD\PHQW LV SURYLGHG WR DOO HPSOR!
IDFWRUV VXFK DV \HDUV Rl VHUYLFH ZLWK WKH FRPSDQ\ FRPSHQVDWLRQ DW UHWLUHPHQW DJH
OHJDO UHTXLUHPHQW

7KH *URXS DOVR UXQV D ZRUN DQQLYHUVDU\ DZDUGYV DJUHHPHQW 7KH OXPS VXP DPRXQW LV GHI
\HDUV RI VHUYLFH ZLWK WKH *URXS

7KH* URXS RSHDMV D GHLOHG EHHIME@Q IRUHP SR HVILQ ) WDORH 7KHP ROBOW WEGYV IMXHGE ,16(( 7' 79 IRU DQG ,16((
779 IRU ZHUH DSSOLHG LQ WKH DFWXDULDO UHSRUW WKDW LV XVHG IRU PHDVXULQJ W

7KH PRYHPHQW LQ HPSOR\HH EHQHILW REOLJDWLRQV RI WKH )UHQFK HQWLWLHV LV EURNHQ GRZC



LQ N¥% 3UHVHQW YDOXH3RIHREQMW YW DR® RI R

$V RI -DQXDU\

%HQHILW SD\PHQWYV IURP WKH HPSOR\HU

&XUUHQW VHUYLFH FRVW

3DVW VHUYLFH FRVWYV

I+

+ |+

(I'THFW RI FXUWDLOPHQW

2SHUDWLQJ FRVWYVY QHW

,QWHUHVW H[SHQVH LQFRPH

$PRXQW UHFRJQL]HG LQ WKH ,QFRPH 6WDWHPHQW

5HPHDVXUHPHQWYV

*DLQ ORVV IURP FKDQJH LQ GHPRJUDSKLF DVVXPSWLRQV

*DLQ ORVV IURP FKDQJH LQ ILQDQFLDO DVVXPSWLRQV

*DLQ ORVV IURP H[SHULHQFH

7TKHUHRI ([SHQVH ,QFRPH UHFRJQL]HG LQ WKH ,QFRPH 6WDWHPHQW

7KHUHRI ([SHQVH ,QFRPH UHFRJQL]HG LQ 2WKHU &RPSUHKHQVLYH ,QFRPH

'LYHVWPHQW RI| DIILOLDWHG FRPSDQLHV

I+

$V RI '"HFHPEHU

7KH IROORZLQJ WDEOH VKRZV WKH VLJQLILFDQW DVVXPSWLRQV ZKLFK KDYH EHHQ DSSOLHG LQ W

'LVFRXQW 5DWH 6DODU\ ,QFUHDVH
JUDQFH \ \
.| WKH DERYH SDUDPHWHUV ZRXOG LQFUHDVH GHFUHDVH E\ WKH EHQHILW REOLJDWLRQV ZRX
,QFUHDVH  "HFUHDVH ,QFUHDVH  'HFUHDVH
N7 N7 NEZ NEZ

'LVFRXQW UDWH

6DODU\ LQFUHDVH

7KH VHQVLWLYLW\ DQDO\VHVY SUHVHQWHG DERYH KDYH EHHQ SUHSDUHG XVLQJ D PHWKRGRORJ\
DULVLQJ IURP UHDVRQDEOH FKDQJHV LQ NH\ DVVXPSWLRQV DW WKH HQG RI WKH UHSRUWLQJ SH
VLQJOH VLIJQLILFDQW DVVXPSWLRQ ZLWK DOO RWKHU DVVXPSWLRQV KHOG FRQVWDQW $FFRUG
GHILQHG EHQHILW REOLJDWLRQ DV FKDQJHV LQ DVVXPSWLRQV DUH XQOLNHO\ WR RFFXU LQGHSH

7KH DYHUDJH GXUDWLRQ RI WHEBWHDRYGRWKIODQYHIMOIJH GXUDWLRQ RNAMIKH GBREHBR¥HUYLFH DZDUGYV
UHVSHFWLHBDOQYV DQBDUV 7KH H[SHFWHG VHUYLFH %RVWW IRU DPRXQW WR

([SHQVHV IRU WKH VWDWXWRU\ UHWLUHPHQW REOLJDWLRQV DUH H[SODLQHG LQ 1RWH

O 6+$5( &203(16%$7,21 3/%$16 O

,Q RUGHU WR FRQWLQXH WR LQFHQWLYL]H H[HFXWLYHY LQ WKH IRUP RI YDULDEOH FRPSHQVDWL|

DQG -XQH WKH $*0 DSSURYHG WKH UHVSHFWLYH FRQGLWLRQDO FDSLWDO UHTXLUHG IRU WK
WKH VR FDOOHG 6KDUH 3HUIRUPDQFH 30DQ 633 DQG 6KDUH 3HUIRUPDQFH 30DQ
$ZDUGV 56% IRU XS WRDUHV 563 DQG 63% IRU\XKSDWRY 633 DQGVKDUHYV 633 RI (YR

6( RUGLQDU\ EHDUHU VKDUHV ZLWKRXW SDU YDOXH QR SDU YDOXH VKDUHV PD\ EH LVVXHG WR
PDWXULW\ (DFK 56%$ JUDQWV RQH VXEVFULSWLRQ ULJKW WR (YRWHF 6( VKDUHVY ZKLOH HDFK 63%
RI ZKLFK LQ WXUQ HQWLWOHYVY WKH KROGHU WR VXEVFULEH IRU RQH (YRWHF 6( VKDUH

]



638V IURP 633 DQG 633 ZLOO EH DXWRPDWLFDOO\ H[HUFLVHG ZLWKLQ WUDGLQJ GD\V DI
IURP 563 FDQ EH H{HUFLVHG DW WKH HDUOLHVW DIWHU IRXU \HDUV DQG XS WR ILYH \HDUV DI\
H[HUFLVHG DW WKH HQG RI WKH ILYH \HDU SHULRG LI QR H[HUFLVH KDV EHHQ PDGH 7KH KROGHL
SODQV GHVFULEHG DERYH

563V XQGHU 563 PD\ RQO\ EH H[HUFLVHG LI DQG WR WKH H[WHQW WKDW WKH SHUIRUPDQFH W

\HDUV 7KLV SHUIRUPDQFH WDUJHW UHODWHV WR WKH &RPSDQ\ V DGMXVWHG (%,7'$ 7KH SHUIRL

6XSHUYLVRU\ %RDUG DQQXDOO\ DW WKH WLPH RI LVVXH 7KH 5HVWULFWHG 6KDUH 30DQ LV V

DOORFDWLRQ RI DZDUGV WR PHPEHUV Rl WKH ([HFXWLYH %RDUG RU VHOHFWHG H[HFXWLYHV 7KH

IRU WKH ([HFXWLYH %RDUG DQG QR PRUH UHVWULFWHG VKDUH DZDUGYV KDYH EHHQ LVVXHG IRU \

JUDQW YDOXH RI WKH 5HVWULFWHG 6KDUH 30DQ IRU WKH ([HFXWLYH %RDUG KDV EHHQ UHDOC
FRPSHQVDWLRQ FRPSRQHQWYV

63V IURP 633 DQG 633 FDQ RQO\ EH H[HUFLVHG LI DQG WR WKH H[WHQW WKDW WZR GHI!
DFKLHYHG ZLWKLQ HDFK RI WKH IRXU FRQVHFXWLYH FDOHQGDU \HDUV 7KHVH SHUIRUPDQFH LQG
SULFH DQG WKH UHODWLYH 765 IRU WKH 633 ZKLFK LV GHULYHG E\ FRPSDULVRQ ZLWK WKH L

LQGLFDWRUV FRQVLVW RI WKH UHODWLYH 765 DQG UHYHQXH JURZWK ZHLJKWHG HTXDOO\ $GGLYV
RQ DQ (6* SHUIRUPDQFH WDUJHW 7KH SHUIRUPDQFH WDUJHWYV IRU HDFK LQGLYLGXDO WUDQFKH |
RI LVVXH 7KH 6KDUH 3HUI| WD KH SEDQH 3HUIRUPDQFH 30DQ DUH VXEMHFW WR FHUWDLQ L
DQG DOORFDWLRQ RI DZDUGV WR PHPEHUV RI WKH ([HFXWLYH %RDUG RU VHOHFWHG H[HFXWLYHV

2Q )HEUXDU\ (YRWHFTVY ODQDJHPHQW %RDUG DSSURYHG WKH 8 6 5HVWULFWHG 6KDUH 8C
HITHFWLYH 0D\ 7KH 8 6 568 30DQ SURYLGHV IRU WKH JUDQW RI UHVWULFWHG VKDUH XQI
$PHULFDQ GHSRVLWRU\ VKDUHVY HDFK UHSUHVHQWLQJ RQH KDOI RI RQH (YRWHF 6( RUGLQDU\
GHWHUPLQHVY WR EH FRQVLVWHQW ZLWK EHVW LQWHUHVWYV RI WKH &RPSDQ\ (YRWHF DQG LWV Vi
7KH *URXS DFFRXQWYV IRU WKH 8 6 568 30bQ DV VHWWOHG LQ VKDUHV 7KH 8 6 568 30DQ LV VXE
JUDQWHG LQ WKH PR QWKW PEHILR G WVHRMEBIGHG 7KH H[HUFLVH RI WKH VKDUH XQLWV XQGHU WK
DFKLHYHPHQW RI DQ\ .3,V 7KHUHIRUH WKH IDLB86YXDXHERIH® KGHW HWUKPL QH X EIDWHYRIRQ WKH VKDL
DQG DQ DVVXPHG IOXFWXDWLRQ UDWH RI

$ VXPPDU\ RI WKH VWDWXV RI WKH 6KDUH 3HUIRUPDHFHP BPIQG 5 HVNU L B\Q B GWEKD U H \3SHFQWL DN RK D
WKH \HDU LV SUHVHQWHG DV IROORZV

"HFHPEHU

6KDUHHLIJKWHG DYHUDJH H[HKBIUWH
$ZDUGYV SULFH $ZDUGNMLIJKWHG DYHUDJH H[HUF
LQ WKRXVDQGV LQ SHU VKDWY WKRXVDQGV LQ SHU VKDUH
*UDQWHG 63%V 56$V DW WKH EHJLQQLQJ RI WKH|\HDU

638V 563V JUDQWHG

$GMXVWPHQW EDVHG XSRQ .3, WDUJHW DFKLHYHPHQW

(I[HUFLVHG 63$V 563%V

JRUIHLWHG 63%V 56%V

([SLUHG 63$V 56%V

63%V 568V JUDQWHG DW WKH HQG RI WKH \HDU

7KHUHRI HI[HUFLVDEOH i‘ 4

7KH 63%V LQ WKLV WDEOH LQFOXGH 563V DQG 633V 568V DUH SUHVHQWHG VHSDUDWHO\ LQ WKH WDEOH EHORZ

(YRWHFYVY DYHUDJH ZHLJKWHG VKDUH SULFH DW WKH H)¥ U F L"HHF HCPIE\HRII 6 3%V LQ ,IQ Q\DKQHF LID@D XHLW O
$ZDUGMWHPEHU $ZzDUGYVY ZHUH JLYHQ WR WKH PHPEHUV RI WKH ODQDJHPHQW %RL
FRUUHVSRQG WKRDUHNMHPEHU VKDUHV

]



$ VXPPDU\ RI WKH VWDWXV Rl WKH 5HVWUBHPWHG 6KDUHDGLWKHODEV IHVF-FWLYH FKDQJHV GXULQJ W
DV IROORZV

"HFHPEHU
5HVWULFWHG 6KDUH 5HVWULFWHG 6KDUH
8QLWVHLIJKWHG DYHUDJH H[HUFLWWHLIKWHG DYHUDJH H
568V SULFH 568V SULFH
LQ % SHU VKDUH LQ % SHU VKDUH

*UDQWHG 568V DW WKH EHJLQQLQJ RI WKH \HDU 2 2
568V JUDQWHG 2 2
([HUFLVHG 568V 2 2
JRUIHLWHG 568V 2 2
568V JUDQWHG DW WKH HQG RI WKH \HDU 2 2
7KHUHRI H[HUFLVDEOH 2 | 2 2 2

7KH $ZDUGV LQ WKLV WDEOH RQO\ LQFOXGH 568V

7KH IDLU YDOXHV RI WKH JUDQW RI 63%V DQG 56%V ZHUH HVWLPDWHG RQ WKH GDWH RI JUDQ\
DVVXPSWLRQV

633 JUD BWBI G JUDQWHG JUD@GWHG JUDGQGWHG JUDQWHG
ODUFK ODUFK 2FWREHU ODUFK 2FWREHU

5LVN IUHH LQWHUHVW UDWH LQ
9RODWLOLW\ RI WKH (YRWHF 6( VKDUH LQ
9RODWLOLW\ RI WKH 7HF'$; LQGH[ LQ
JOXFWXDWLRQ LQ

([HUFLVH SULFH LQ %

6KDUH SULFH RQ WKH GD\ RI LVVXH LQ %
7HF'$; LQGH[ SULFH RQ WKH GD\ RI
LVVXH LQ SRLQWYV

)DLU YDOXH LQ DFFRUGDQFH ZLWK ,)56
RQ WKH GDWH RI LVVXH SHU 63$ RI WKH
(I[HFXWLYH %RDUG LQ %

)DLU YDOXH LQ DFFRUGDQFH ZLWK ,)56
RQ WKH GDWH RI LVVXH SHU 63% RI WKH
H[HFEXWLYHV LQ %

YRODWLOLW\ GHILQHG DV DQ DQQXDOL]J]HG PHDVXUH RI H[SHFWHG SULFH IOXFWXDWLRQV LPSOLHG E\ FXUUHQW PDUN
GHWHUPLQHG EDVHG RQ WKH ZHLJKWHG DFKLHYHPHQW Rl WKH WZR PDUNHW EDVHG .3,V 6KDUH 3ULFH DQG 5HODWL



563 JUDG®BHG JUDGWHG JUDQWBG JUDQWIBG JUDQWHG
0D\ -DQXDU\ 2FWREHU 0D\ YHEUXD U\

5LVN I[UHH LQWHUHVW UDWH LQ

9RODWLOLW\ RI WKH (YRWHF 6( VKDUH LQ

9RODWLOLW\ RI WKH 7HF'$; LQGH[ LQ

YOXFWXDWLRQ LQ

([HUFLVH SULFH LQ %

6KDUH SULFH RQ WKH GD\ RI LVVXH LQ Y%

7THF'$; LQGH[ SULFH RQ WKH GD\ RI LVVXH LQ SRLQWYV

)DLU YDOXH LQ DFFRUGDQFH ZLWK ,)56 RQ WKH GDWH RI LVVXH
SHU 63$ RI WKH ([HFXWLYH %RDUG LQ %

)DLU YDOXH LQ DFFRUGDQFH ZLWK ,)56 RQ WKH GDWH RI LVVXH
SHU 63%$ RI WKH H[HFXWLYHV LQ %

YRODWLOLW\ GHILQHG DV DQ DQQXDOL]J]HG PHDVXUH RI H[SHFWHG SULFH IOXFWXDWLRQV LPSOLHG E\ FXUUHQW PDUN
GHWHUPLQHG EDVHG RQ WKH ZHLJKWHG DFKLHYHPHQW RI WKH WZR PDUNHW EDVHG .3,V 6KDUH 3ULFH DQG 5HODWL"®

JRU DOO 63%$V 56%$V DQGY568VNDWBMERIRLIHG DV FXUUHQW VHUYLFH FRVW LQ RSHUDWLQJ H[SHC
LQ Ya N 7KLV DPRXQW LQFOX@&HV BNQ HYSHQVMNURIODWLQJ WR PHPEHUV RI WKH ODQDJHPHQ
UHODWHG WR DFFHOHUDWHG YHVWLQJ DUH LQFOXGHG LQ WKH FXUUHQW VHUYLFH FRVWYV

7KH SHUIRUPDQFH PHDVXUHPHQW SHULRG IRU DOO LVVXHV VWDUWHG RQ -DQXDU\ Rl WKH UHV
PRGHOV 'HSHQGLQJ RQ WKH QDWXUH RI WKH UHVSHFWLYH SODQ WKH H[SHFWHG GXUDWLRQ LV
KLVWRULFDO YRODWLOLWLHY RI WKH \HDU SULRU WR WKH JUDQW GDWH

2418+5+105
O $&&2817,1* 35,1&,3/(6 O

BURYLVLRQV DUH UHFRJQL]JHG LI DV D UHVXOW RI SDVW HYHQWYV WKH *URXS KDV

D SUHUHQMWO RU FRRAEONU R MWW RWVQH

+tWKH DPRXQW FDQ EH HVWLPDWHG UHOLDEO\ DQG

LW LV PRUH OLNHO\ WKDQ QRW WKDW DQ RXWIORZ RI UHVRXUFHV ZLOO EH UHTXLUHG WR VHWWC

B3URYLVLRQV DUH PHDVXUHG DW WKH SUHVHQW YDOXH RI WKH H[SHQGLWXUHV H[SHFWHG WR EH
UHIOHFWV FXUUHQW PDUNHW DVVHVVPHQWY RI WKH WLPH YDOXH RI PRQH\

$ SURYLVLRQ IRU RQHURXV FRQWUDFWV LV UHFRJQL]JHG ZKHQ WKH H[SHFWHG EHQHILWV WR EH
XQDYRLGDEOH H[SHQVHV RI PHHWLQJ LWV REOLJDWLRQV XQGHU WKH FRQWUDFW 7KH SURYLVL
H[SHQVHV Rl WHUPLQDWLQJ WKH FRQWUDFW DQG WKH H[SHFWHG QHW H[SHQVH RI FRQWLQXLQ.
UHFRJQL]HV DQ\ LPSDLUPHQW H[SHQVH RQ WKH DVVHWVY DVVRFLDWHG ZLWK WKDW FRQWUDFW

5HRUJDQL]DWLRQ SURYLVLRQV DUH UHFRJQL]JHG ZKHQ WKH *URXS

KDV D FRQVWUXFWLYH REOLJDWLRQ ZKLFK LV ZKHQ

+ WKHUH LV D GHWDLOHG IRUPDO SODQ WKDW LGHQWLILHVY WKH EXVLQHVV RU SDUWV RI WKH EX
GHWDLOHG HVWLPDWH RI WKH DVVRFLDWHG FRVWY DQG WKH WLPHOLQH DQG

+tWKH HPSOR\HHV DIIHFWHG KDYH EHHQ QRWLILHG RI WKH SODQTV PDLQ IHDWXUHYV



0 3529,6,21 O
7KH FXUUHQW SURYLVLRQV FRQVLVW RI WKH IROORZLQJ

"HFHPEHU 'HFHPEHU
LQ N

2WKHU SHUVRQQHO H[SHQVHYV

3HQVLRQV

2ZWKHU SURYLVLRQV

5HRUJDQL]DWLRQ

rawbo exvuriow survivi

7KH QRQ FXUUHQW SURYLVLRQV FRQVLVW RI WKH IROORZLQJ
"HFHPEHU 'HFHPEHU
LQ N

3HQVLRQV

2WKHU SHUVRQQHO H[SHQVHYV

2WKHU SURYLVLRQV

5HRUJDQL]DWLRQ

rRwoo oro xvurow s

7KH IROORZLQJ WDEOH VXPPDUL]HVY WKH GHYHORSPHQW RI WRWDO SURYLVLRQV UHFRUGHG GXUL

'LYHVWPHQW RI
DIILOLIRVWHEJIQ FXXHPHO@NFNXUHPHQW

-DQ $GGLWLFERPSDQLHVH[FKDQJHVKURXJK @RQVXPSWLEBOHDWF
LQ N LQ N LQ N LQ N LQ N LQ N LQ N LQ N
2WKHU SHUVRQQHO H[SHQVHV 2
3HQVLRQV 2
2WKHU SURYLVLRQV 2
5HRUJDQL]DWLRQ 2 2
7RWDO

7KH IROORZLQJ WDEOH VXPPDUL]J]HVY WKH GHYHORSPHQW RI WRWDO SURYLVLRQV UHFRUGHG GXUL

'LYHVWPHQW RI
DIILOLPRWUHEIJQ FEHBHD¥XUHPHQW

-DQ $GGLWLE®RPSDQLHVH[FKDQJHWVKURXJK &&QVXP SW LRHO H D VHF
LQ NY% LQ NY% LQ NY% LQ N% LQ N% LQ N% LQ N% LQ NY%
2WKHU SHUVRQQHO H[SHQVHV 2
3HQVLRQV
2WKHU SURYLVLRQV 2
5HRUJDQL]DWLRQ 2 2
7RWDO

7KH SURYLVLRQ IRU SHUVRQQHO H[SHQVHV PDLQO\ FRQVLVWYV RI ERQXV DFFUXDOV
'"HFHPEHU % NHFHPEHU % NDQG DFFUXHGH¥BPBWURQ Y NHFHPEHU % N7 K H
SURYLVLRQ IRU SHQVLRQV PDLQO\ UHODWHY WR SHQVLRQV LQ )UDQFH VHH 1RWH

7KH RWKHU SURYLVLRQV PDLQO\ FRQVLVW Rl OLWLHEMRRMUD QG2 L QG NRBHPIEHDIW LR @ REN LRIDWLR
DFFUXHG D X'GIEW PIEHW Y, NHFHPEHU Y NDV ZHOO DV UHVWRUBMHREHSURWLVLRQV

]



'"HFHPEHU Ya N ,Q DFFRUGDQFH ZLWK ,$6 MBURYLVLRQV &RQWLQJHQW /LDELOLWLHV DQ
LQIRUPDWLRQ LV GLVFORVHG VR DV QRW WR SUHMXGLFH (YRWHFTV SRVLWLRQ

,Q $SULO WKH *URXS DQQRXQFHG WKDW LW ZDV FXUUHQWO\ DWHHWPHKU LWWKEKUURR® KRR\
UHPDLQLQJ SURYLVLRQ WR FRYHU WKH H[SHFWHG DQG HVWLPDWHG FRVWY DVVRFLDWHG ZLWK W
ZKLFK LW RSHUDWHY 7KH UHRUJDQL]DWLRQ SURYLVLRQ PDLQO\ FRQVLVWNHRIERBEOLJWLRNKYV UHC
'"HFHPEHU Ya NDV ZHOO DV HPSOR\HH WHUPLQBMHREHBHQHALWVNHFHPEGBH % N

(+0#0%+#. 4+5- [#0#)'/'06

O /,48,',7< 5,6. O

5HYHQXH IOXFWXDWLRQV PLOHVWRQH ULVNV H[WHUQDO HYHQWYV DQG FKDQJHV LQ WKH EXVLQH"
WHUP SURILWDELOLW\ DQG FDVK UHVHUYHV 7R DFWLYHO\ DGGUHVV DQ\ UHODWHG ULVN DQG VDI
DQG UHJXODUO\ PRQLWRUV OLTXLGLW\ GHYHORSPHQWY ULVNV 7KH *URXS EHOLHYHV WKDW H[L
LPSDFW RI DOO LGHQWLILHG ULVNV 7KH *URXSTV OLTXLGLW\ UHVHUYHV KDYH EHHQ SRVLWLYHO\
PXOWLSOH DUUDQJHPHQWY ZLWK 6DQGR] VHH 6LIJQLILFDQW 7UDQVDFWLRQV DQG KLVWRULFD
DQG WKH (XURSHDQ ,QYHVWPHQW %DQN

,Q- XQH ( YRMEWLP [QDMGY4 P LAIRQ VHILRUMHRXUHG LHYROMQ) FHAWDAMN ) RTBZ LQJ FKDQIHVLQ ( YRWE VI LQDQRLDOSLRI LGB! WHI DAMV Z DV
QR ORQJHU DOLJQHG ZLWK WKH FRPSDQ\ V HYROYLQJ IXQGLQJ VWUDWHJ\

7KH *URXS GRHV QRW LOQWHQG WR HQJDJH LQ SURMHFWY XQOHVV DGHTXDWH IXQGLQJ LV DOOF
HFRQRPLF DQG SROLWLFDO XQFHUWDLQWLHY DV ZHOO DV WKH GHVFULEHG FDQFHOODWLRQ RI V
*URXS DVVHVVHV WKH DVVRFLDWHG OLTXLGLW\ ULVN ZLWK UHVSHFW WR SRWHQWLDO ILQDQFLDO
RI RFFXUUHQFH DV ORZ SUHYLRXV \HDU YHU\ ORZ

7KH JHQHUDO ULVN RI ORVLQJ D VLJQLILFDQW DPRXQW RI FDVK DQG FDVK LQYHVWPHQWYV LV
VHYHUDO GLIITHUHQW EDQNYV LQ KLJK FUHGLW TXDOLW\ LQVWUXPHQWYV LQ IXOO FRPSOLDQFH Zl
PRQLWRUV LWV EDQNV DQG LQYHVWPHQWY RQ DQ RQJRLQJ EDVLV 7KHUHIRUH WKH *URXS
XQFKDQJHG LQ FRPSDULVRQ WR WKH SUHYLRXV \HDU

&XUUHQF\ H[FKDQJH PRYHPHQWY DOVR LPSDFW WKH *URXSfV UHSRUWHG OLTXLGLW\ SULPDU
'ROODUV RU 3RXQGY 6WHUOLQJ LQWR (XURV $ SRUWLRQ RI WKH IXQGV LV KHOG LQ FXUUHQFL!
HFRQRPLF XQFHUWDLQWLHY UHPDLQ DW D KLJKHU OHYHO FDXVLQJ YRODWLOLW\ LQ WKH PDUNI

7KH FRQWUDFWXDO PDWXULWLHYV RI WKH ILQDQFLDO OLDELOLWHHNPHRUWEOXBQGJ WKIH WKWERD W
LQ WKH IROORZLQJ WDEOHYV

'"HFHPEHU

&RQWUDFWXDO &DVK 'XH LQ PRUH WKD
LQ N &DUU\LQJ DPRXQWORZ 'XH \H D' H \HDUV  \HDUV
1RQ GHULYDWLYH ILQDQFLDO OLDELOLWLHV
/IRDQV
/HDVH REOLJDWLRQV
7UDGH DFFRXQWV SD\DEOH + +
2WKHU ILQDQFLDO OLDELOLWLHV + +
7RWDO QRQ GHULYDWLYH ILQDQFLDO OLDELOLWLHYV
'"HULYDWLYH ILQDQFLDO OLDELOLWLHYV
JRUHLJQ FXUUHQF\ IRUZDUGYV + +
7RWDO GHULYDWLYH ILQDQFLDO OLDELOLWLHV + +

]



'"HFHPEHU
&RQWUDFWXDO &DVK ‘XH LQ PRUH WKL
LQ N &DUU\LQJ DPRXQMDRZ 'XH \HD'X H \HDUV \HDUV
1RQ GHULYDWLYH ILQDQFLDO OLDELOLWLHYV
/RDQV
/HDVH REOLJDWLRQYV
7UDGH DFFRXQWYV SD\DEOH + +
2WKHU ILQDQFLDO OLDELOLWLHYV +
7RWDO QRQ GHULYDWLYH ILQDQFLDO OLDELOLWLHYV
'"HULYDWLYH ILQDQFLDO OLDELOLWLHYV
JRUHLJQ FXUUHQF\ IRUZDUGV + +
7RWDO GHULYDWLYH ILQDQFLDO OLDELOLWLHYV + +

O &855(1&< 5,6. O

7KH *URXS LV H[SRVHG WR IRUHLJQ H[FKDQJH ULVN DV WKH *URXS HQWLWLHY HQWHU LQWR UHYH
IXQFWLRQDO FXUUHQF\ RI WKH UHVSHFWLYH *URXS HQWLW\ 7KH IXQFWLRQDO FXUUHQFLHV RI W
WKH FRXUVH RI WKHLU RUGLQDU\ EXVLQHVV DFWLYLWLHV WKH *URXS FRPSDQLHVY DUH H[SRVH(
%ULWLVK 3RXQG DQG (XUR 7KH DPRXQW RI H[FKDQJH GLIIHUHQFHY UHFRJQL]J]HG LQ WKH FRQVRC
LOQVWUXPHQWY PHDVXUHG DW IDLU YDOXH WKURXJK SURILWYRU ORVNQLIQ @F® RIUCE® QH BIQHW K D, ) 86

Ya N

7KH WDEOH EHORZ VKRZV WKH DYHUDJH H[FKDQJH UHDFWH\E DV Z HGQGE PNPW KH H [ FIK® G.DH K BWWN DYD
WKH (XUR

$QQXDO DYHUDJH H[FKD @DR VDWHUDW H
"HF

-DQ "HF-DQ "HF

86"

*%3

$ VWUHQIJWKHQLQJ ZHDNHQLQJ RI WKH (XUR WKH 86 'ROODU DQG WKH %ULWLVK 3RXQG DPRQJ
'"HFHPEHU ZRXOG OHDG WR DQ LQFUHDVH UHGXFWLRQ LQ HTXLW\ DQG HDUQLQJV ZLWK WKH
LQVWUXPHQWY KHOG IRU VDOH RQ FRQGLWLRQ WKDW DOO RWKHU YDULDEOHYV UHPDLQ FRQVWDOQ\

86' *% 3 (85

LQ N
6KDUH
5HVXOW

86" *05 3 (85

LQ N
6KDUH
5HVXOW

7KH *URXS PDQDJHV IRUHLJQ H[FKDQJH H[SRVXUH E\ LQFXUULQJ FHUWDLQ H[SHQVHV LQ WKH FX
KHGJLQJ WUDQVDFWLRQV VXFK DV IRUHLJQ FXUUHQF\ IRUZDUG FRQWUDFWY 7KH KHGJLQJ LQVWLU

]



ULVN 7KH REMHFWLYH RI WKHVH WUDQVDFWLRQV LV WR UHGXFH WKH H[SRVXUH RI H[FKDQJH U
IORZV 7KH *URXS GRHV QRW HQWHU LQWR GHULYDWLYH WUDQVDFWLRQV IRU WUDGLQJ RU VSHF>
YDOXH )RUHLJQ FXUUHQF\ GHULY!® WL Y HDIFG FOROM/ HYJ RIDRQW RQFOXGHG LQ QRQ RSHUDWLQJ L
UHVXOWLQJ LQ%» QHWILU@LUQOMIQFLDO \HD@HWY¥ORVV N JRUHLJQ FXUUHQF\ GHULYDWLYH B¥KR WO\ L
IURP XQIDYRUDEOH IRUHLJQ H[FKDQJH PRYHPHQWY RQ WKH XQGHUO\LQJ GXULQJ WKH \HDU

'"HULYHG UHJXODUO\ IURP WKH VXPPDUL]J]HG TXDQWLWDWLYH GDWD DERXW WKH *URXSYV FXUUH
H[SHFWHG IXWXUH 86" FDVK IORZV ZKLFK DUH KHGJHG ZLWK 86" (85 IRUZDUG FRQWUDFWYV DQG
'"HFHPEHU FDVK IO0REBY RI N'HFHPEHU 86" N RI ZK&&'K NZDV KHGJHG DJDLQVW W
'HFHPEHU 86" N D@G' NZDV KHGJHG DJDL QiAW REKIHU *% 386" N JXUWKHU WKH H[S|
IXWXUH (85 FDVK IORZV ZKLFK DUH KHGJHG ZLWK (85 *%3 IRUHHHPE HFR QW FDNW MV BRI/ GRHIDHUP L Qt
KHGJHG DIJDLQVWFWREHH9%3 Y N

7KH IDLU YDOXH RI FDVK DQG FDVK HTXLYDOHQWY WUDGH UHFHLYDEOHYVY DQG WUDGH SD\DEOHV
J)LQDQFLDO DVVHWV DUH DFFRXQWHG IRU DW WKH WUDGH GDWH

O ,17(5(67 5%$7( 5,6. O

7KH *URXS LV H[SRVHG WR LQWHUHVW UDWH ULVN WKURXJK YDULDEOH LQWHUHVW EHDULQJ ORDC(
HQWLWLHY 7KH IDLU YDOXH RI GHEW YDULHV IURP WKH FDUU\LQJ DPRXQW LI WKHUH LV D GLIIHL
$V RQORI (YRWHFTY ORDQV KDYH YDULDEOH LQWHUHVW FRQGLWLRQV WKH LQWHUHVW UDWH ULV

O &5(',7 5,6. O

&UHGLW ULVN LV WKH ULVN RI ILQDQFLDO ORVV WR WKH *URXS LI D FXVWRPHU IDLOV RU SDUWO\
WKH UHFHLYDEOHYV IURP FXVWRPHUV FRQWUDFW DVVHWY DQG LQYHVWPHQW VHFXULWLHY 7KH F
GDWH E\ JHRJUDSKLF UHJLRQ LV DV IROORZV

"HFHPEHU 'HFHPEHU
LQ N
86%

(XURSH

5HVW RI WKH ZRUOG

I

7KH PD[LPXP FUHGLW ULVN Rl WKH FRQWUDFW DVVHWV FRUUHYSRQGN W RHW Kif EBEHWL QJ ® PR X QV
N 7KH PD[LPXP FUHGLW ULVN Rl VKRUW WHUP LQYHVWPHQWYV FRUUHVSRQGV NBAR VHIOH FADRGL
'"HFHPEHU % N

7KH *URXS KDV H[SRVXUH WR FUHGLW ULVN SULPDULO\ ZLWK UHVSHFW WR LWV WKLUG SDUW\
FXVWRPHUV DQG PDLQWDLQV DQ DSSURSULDWH VSHFLILF DOORZDQFH IRU EDG GHEWV ZKLFK L
WKLUG SDUWLHV 7KH *URXS V UH F H XYQDVEHIFBWHEE FOMR W KMHUFSX § B G VEL HDVO D O HR MHIRIRPUF X VW RRHUV 2
WUDGH DFFRXQW UHFHLYDEOHV ZHUBHFHFPEHUURP RQHORXYMBPRIOW ULVNV ZLWK UHJDUGV WR WUL
OLPLWHG E\ JHRJUDSKLFDO GLYHUVLILFDWLRQ RI FXVWRPHUVY DQG E\ WKH *URXSTV PRQLWRULQJ

O &%$3,7$/ 0$1%$*(0(17 5,6. O
7KH *URXS DFWLYHO\ PDQDJHV LWV IXQGV WR SULPDULO\ HQVXUH OLTXLGLW\ DQG SULQFLSDO S

DQG VKRUW WHUP LQYHVWPHQWY DUH KHOG ZLWK VHYHUDO GLIIHUHQW EDQNV )LQDQFLDO LQYH'
KDYLQJ DW PLQLPXP D 6WDQGDUG 3RRUfV UDWLQJ RU HTXLYDOHQW RI DW OHDVW % % %

]



7KH IROORZLQJ WDEOH VKRZV WKH WRWDO DVVHWV HTXLW\ DV ZHOO DV HTXLW\ UDWLR DQG QH\
OLDELOLWLHY DQG FXUUHQW DQG QRQ FXUUHQW ILQDQFH OHDVH REOLJDWLRQV

"HFHPEHU 'HFHPEHU
LQ N
%DODQFH VKHHW WRWDO

(TXLW\ DWWULEXWDEOH WR 6KDUHKROGHUV RI
(YRWHF 6(

(TXLW\ UDWLR LQ

1HW FDVK

7KH *URXS UHPDLQV ZHOO ILQDQFHG ZLWK DQ HTXLW\ UDWLR UHODWLQJ WIRVHRIXKH®REHUIWWULEXW
'HFHPEHU DQG FXUUHQWO\ KDV QR QHFHVVLW\ WR UDLVH FDSLWDO WR PDLQWDLQ LWV R
LQFUHDVH FDSLWDO PXVW DOZD\V EH FRQVLGHUHG LI QHZ RSSRUWXQLWLHV DULVH VXFK DV 0 $ C
UHILQDQFLQJ RU IXQGLQJ RI JURZWK LQLWLDWLYHV )XUWKHUPRUH WKH DFTXLVLWLRQ RI DQFKF

1R PLQLPXP FDSLWDO UHTXLUHPHQWW VWD WKNSXAPEWIQE KV (REWHFDWLRQV WR LVVXH VKDUHV
UHODWLQJ WR WKH H[HUFLVH RI VWRFN RSWLRQV EDVHG RQ PLVFHOODQHRXV VWRFN RSWLRQ SC

(#+4 8#.7' 1( (+0H#O% +#. #55'65 #0& .+#$+.+6+'5

O $&&2817,1* 35,1&,3/(6 O

JRU ILQDQFLDO UHSRUWLQJ SXUSRVHV ILQDQFLDO LQVWUXPHQWY DUH FDWHJRUL]JHG LQWR /HYH
PHDVXUHPHQWY DUH REVHUYDEOH DQG WKH VLJQLILFDQFH RI WKH LQSXWV WR WKH IDLU YDOXH |

+/HYHO + LQSXWV DUH TXRWHG SULFHV XQDGMXVWHG IRU LGHQWLFDO DVVHWY RU OLDELOLWL
GDWH

+/HYHO + DOO VLJQLILFDQW LQSXWV RWKHU WKDQ TXRWHG SULFHV LQFOXGHG ZLWKLQ /HYHO
LQGLUHFWO\ GHULYHG IURP SULFHV

+/HYHO + RQH RU PRUH RI WKH VLJQLILFDQW LQSXWV DUH QRW EDVHG RQ REVHUYDEOH PD!

DGMXVWPHQWY IRU WKH DVVHW RU OLDELOLW\

HL

7TUDQVIHUV EHWZHHQ OHYHOV RI WKH IDLU YDOXH KLHUDUFK\ DUH UHFRJQL]HG DW WKH HQG RI W
6SHFLILF YDOXDWLRQ WHFKQLTXHV XVHG WR YDOXH ILQDQFLDO LQVWUXPHQWY LQFOXGH

/HYHO

,QVWUXPHQWY LQFOXGHG LQ OHYHO DUH FRPSULVHG SULPDULO\ RI OLVWHG HTXLW\ LQYHVWPHC
ORVV RU FDUULHG DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH 7KH IDLU YDOXH R
PDUNHW SULFHV DW WKH EDODQFH VKHHW GDWH $ PDUNHW LV UHJDUGHG DV DFWLYH LI TXRWH!
EURNHU LQGXVWU\ JURXS SULFLQJ VHUYLFH RU UHJXODWRU\ DIJHQF\ DQG WKRVH SULFHV UH*¢
DUPYV OHQJWK EDVLV

/[HYHO

7KH IDLU YDOXH RI ILQDQFLDO LQVWUXPHQWY WKDW DUH QRW WUDGHG LQ DQ DFWLYH PDUNH
LOQVWUXPHQWY LV GHWHUPLQHG E\ XVLQJ YDOXDWLRQ WHFKQLTXHV 7KHVH YDOXDWLRQ WHFK
DYDLODEOH DQG UHO\ DV OLWWOH DV SRVVLEOH RQ HOQWLW\ VSHFLILF HVWLPDWHYV ,I DOO VLJQL
PDUNHW GDWD WKH LQVWUXPHQW LV LQFOXGHG LQ OHYHO 7KH IDLU YDOXH RI GHULYDWLYHV
EDVHG RQ REVHUYDEOH LQWHUHVW \LHOG FXUYHV EDVLV VSUHDG DQG IRUHLJQ H[FKDQJH UDWH\

7KH IDLU YDOXH RI GHEW LV HVWLPDWHG RQ WKH EDVLV RI WKH TXRWHG PDUNHW SULFHV IRU FH
PDUNHW UDWHV

]



/HYHO

,] RQH RU PRUH RI WKH VLJQLILFDQW LQSXWV DUH QRW EDVHG RQ REVHUYDEOH PDUNHW GDWD VXFK I
LV LQFOXGHG LQ OHYHO

7KH IDLU YDOXH RI FRQWLQJHQW FRQVLGHUDWLRQ LV GHSHQGHQW RQ WKH WHUPV RI WKH UHVSHFWL
FRQVLGHUDWLRQ WR IRUPHU VKDUHKROGHUYV LI VSHFLILHG IXWXUH HYHQWY RFFXU RU FRQGLWLRQV DU

7KH IDLU YDOXH PHDVXUHPHQW LV EDVHG RQ PDQDJHPHQW{V HVWLPDWHY DQG DVVXPSWLRQV DQG KHQ

7KH *URXSTV YDOXDWLRQ SURFHVVHYV YDOXDWLRQ WHFKQLTXHVY DQG WKH LQSXWV XVHG LQ IDLU YDOX
FRQVLGHUDWLRQ

O )$,5 9%/8(6 O

7KH IROORZLQJ WDEOH VKRZV WKH IDLU YDOXH RI WKH ILQDQFLDO DVVHWY DQG OLDELOLWLHV |
FRWRIJHWKHU ZLWK WKH FRUUHVSRQGLQJ FDUU\LQJ DPRXQWVHIRMHRFFEWWHKH \DWQEEWHPHRW RIDIQ@DQFL
WKHLU UHVSHFWLYH IDLU YDOXH OHYHO )RU ILQDQFLDO DVVHWY PHDVXUHG DW DPRUWL]HG FRV\

'"HFHPEHU
LQ N &DUU\LQJ DPRXIIW YDOXH/HYHO /HYHO /HYHO
JLOQDQFLDO DVVHWYV

(TXLW\ LOQVWUXPHQWYV

I+

2WKHU ILQDQFLDO DVVHWYV

I+
I+

+ |+

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV
JLQDQFLDO DVVHWYVY FDUULHG DW )973/

|+ |+

(TXLW\ LOQVWUXPHQWYV

&XUUHQW LQYHVWPHQWYV

&DVK HTXLYDOHQWYV

+ |+ |+ [+
=+ |+ |+

JLQDQFLDO DVVHWVY FDUULHG DW )92&,

J)LQDQFLDO DVVHWYV FDUULHG DW IDLU YDOXH

&DVK DQG FDVK HTXLYDOHQWYV

5HFHLYDEOHV DQG FRQWUDFW DVVHWYV

2WKHU ILQDQFLDO DVVHWYV
&DUULHG DW DPRUWL]JHG FRVWYV

|+ [+
|+ [+
H |+ |+

7TRWDO ILQDQFLDO DVVHWYV

JLODQFLDO OLDELOLWLHYV

&RQWLQJHQW FRQVLGHUDWLRQ

I+
I+
I+

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

J)LQDQFLDO /LDELOLWLHYVY FDUULHG DW )973/

JLOQDQFLDO OLDELOLWLHY FDUULHG DW IDLU YDOXH

7UDGH DFFRXQW SD\DEOHV

/RDQV DQG ERUURZLQJV

2ZWKHU ILQDQFLDO OLDELOLWLHYV

+ |+ |+ |+

&DUULHG DW DPRUWL]JHG FRVWYV

[ e e e S G
L e S S O S I N R

7RWDO ILQDQFLDO OLDELOLWLHYV
,QFOXGHV DVVHWYV KHOG IRU VDOH WRWDOLQJ Y% N
H[FOXGHV ORQH\ ODUNHW )XQGV FODVVLILHG XQGHU &DVK DQG &DVK (TXLYDOHQWY DPRXQWLQJ WR % N




'HFHPEHU
LQ N &DUU\LQJ DPR)OQW YDOXH/HYHO /HYHO /HYHO

JLQDQFLDO DVVHWV

(TXLWN LQVWUXPHQWYV

2WKHU ILQDQFLDO DVVHWYV

I+

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

I+
I+

|+ |+ [+
+ |+

JLOQODQFLDO DVVHWYV FDUULHG DW )973/

(TXLW\N LQVWUXPHQWYV

&XUUHQW LQYHVWPHQWYV

&DVK HTXLYDOHQWYV

Hl+ |+ [+
|+ |+

JLODQFLDO DVVHWYV FDUULHG DW )92&,

JLODQFLDO DVVHWYV FDUULHG DW IDLU YDOXH

&DVK DQG FDVK HTXLYDOHQWYV

S5HFHLYDEOHY DQG FRQWUDFW DVVHWYV

2WKHU ILQDQFLDO DVVHWYV

+ |+ |+ [+
+ |+ |+ [+
|+ |+ |+

&DUULHG DW DPRUWL]JHG FRVWYV

7RWDO ILQDQFLDO DVVHWYV

JLOQODQFLDO OLDELOLWLHYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

JLODQFLDO OLDELOLWLHY FDUULHG DW )973/

JLODQFLDO OLDELOLWLHY FDUULHG DW IDLU YDOXH

7UDGH DFFRXQW SD\DEOHV

/JRDQV DQG ERUURZLQJV

2WKHU OLDELOLWLHV

[ o s o Lt B

|+ |+ [+

&DUULHG DW DPRUWL]JHG FRVWYV

= |

7RWDO ILOQDQFLDO OLDELOLWLHV +

=2

H[FOXGHY ORQH\ ODUNHW )XQGV FODVVLILHG XQGHU &DVK DQG &DVK (TXLYDOHQWY DPRXQWLQJ WR ¥

2WKHU )LQDQFLDOV $VVHWV FDUULHG DW )DLU 9DOXH WKURXJK 3URILW /RVV FRQVLVWYV RI FRQY
,)56 7KHVH ORDQV KDG EHHQ IXO0O\ ZWHPHMRHIQURII W UMISRUWLQJ GDWH

7KH IROORZLQJ WDEOHV VKRZ WKH GHYHDRQG6PHQWVK® [IIDQDQL®XOHWMH BUYHY HO

(TXLW\ LQVWUXPHQWYV
DQG RWKHU ILQDQFLDO
LQ N DVVHWYV

%DODQFH DV RI -DQXDU\

$GGLWLRQV

'LVSRVDO

7UDQVIHU IURP /JHYHO WR /HYHO 2

7UDQVIHU IURP /JHYHO WR /HYHO

)DLU YDOXH FKDQJH WKURXJK B /

'LYLGHQGV UHFHLYHG

%DODQFH DV RI '"HFHPEHU




(TXLW\ LQVWUXPHQWYV
DQG RWKHU ILQRERRIWDQJIHQW
LQ N DVVHWV FRQVLGHUDWLRQ

%DODQFH DV RI -DQXDU\
$GGLWLRQV +
'LVSRVDO 2

7UDQVIHU IURP /HYHO WR /HYHO 2
7UDQVIHU IURP /HYHO WR /HYHO 2
YDLU YDOXH FKDQJH WKURXJK 3 / 2
&RQYHUVLRQ RI ORDQV WR LQYHVWPHQWYV LQ
DVVRFLDWHY DQG MRLQW YHQWXUHYV 2
%DODQFH DV RI '"HFHPEHU 2

$GGLWLRQV WR /HYHO LQYHVWPHQWY UHIOHFW FDSLWDO LQFUHDVHV LQ (YRWHFYV PLQRULW\ L
WR $XUREDF 7TKHUDSHXWLFW6%6% 2NDQG OLVVLRQ %LR&DSLWDO % N

'LVSRVDOV FRPSULVH WKH VDOH RI &DUULFN ZKHNUDSHXWLFV /WG IRU

OLQRULW\ LQYHVWPH@WYV NNRIUY B BHRMAVD & RDQVIHUUHG IURP /HYHO WR /HYHO RI WKH IDLU YDOXI|
PDUNHW SULFHYV

7KH HIIHFWV UHFRJQL]J]HG LQ WKH LQFRPH VWDWHPHQW DERYH IURP WKH DGMXVWPHQW RI WKH

VWDWHPHQW XQGHU 32WKHU RSHUDWLQJ LQFRPH" DQG 3LQWHUHVW H[SHQVH" 7KH WZR ELJ.

LOQYHVWPHQW LQ &XULH %LR HHG )XQGY% /3 NDQG WKH ZULWH RII R WKH FRQYHUWLEOH ORDQ 1
Ya N Ya 2N

'LYLGHQGY UHFHLYHG UHODWH WR WKH LOYHVWPH&W LONOLV¥LRQ %LR &DSLWDO DQG DPRXQWHG

)DLU YDOXH PHDVXUHPHQWYV FODVVLILHG ZLWKLQ /HYHO RI WKH IDLU YDOXH KLHUDUFK\ DUH H[
DUH DYDLODEOH DQG WKH IDLU YDOXH LV HVYWLPDWHG DW WKH 1HW $VVHW 9DOXH RI WKH LQYHV\

5*#4'*1.&'4i 5 '37+6;
$V RHFHPEHU VKDUHV RI (YRWHF 6( ZLWK D QRPLQDO YDOXH RI % SHU VKDUH DUH LV

7KH VWRFN RSWLRQV HEKBPYHLDRGDY®UDJIH H¥HUFLSHU SWKFBHHRIWKH VDPH DV WKH DYHUDJH H[HUF
H[HUFLVHG LQQ (YRWHF LVVXKBUHY UHODWHG WR VKDUH EDVHG FRPSHQVDWLRQ ,Q 4
SURJUDP )URP 1RYHPEHU WKURXJK 1RYHPEHUVKDUHV BHMRWDFRO XRIUHG DW WKH )UDQNIXUV
DPRXQW RI NDYHUDJHS#HU VKDUH 7KHVH WUHDVXU\ VKDUHY DUH GHGXFWHG IURP HTXLW\ DW FR
6KDUHVY DFTXLUHG XQGHU WKH EX\EDFN SURJUDP DUH LQWHQGHG WR EH FRQYHUWHG LQWR $'6V
HPSOR\HH SODQV 7KH ZHLJKWHG DYHUDJH QXPEHU RI VKDUHV XVHG IRU WKH %DVLF (36 FDOFXO
VKDUHV SXUFKDVHG GXULQJ WKH SHULRG

7KH FRQGLWLRQDO FDSLWBEGHPEMRWHRQVDYW RI VKDUHVY DYDLODEOH IRU WKH 6KDUH 3HUIRUP
2SWLRQ 30DQV DQGUKDUHY DYDLODEOH IRU WKH LVVXDQFH RI QR SDU YDOXH EHDUHU VKDUHV WR
ZLWK ZDUUDQWY SURILW SDUWLFLSDWLRQ ULJKWYV DQG RU LQFRPH ERQGV RU D FRPELQDWLRQ |

UHVROXWLRQ RI WKH $*0 RQ -XQH 7KH UHPDLQLQJ FRIGBPWHEB QD OWIKDSL WP R XRIWMW RWRH B |
VKDUHYV
3XUVXDQW WR 6HFWLRQ Rl WKH &RPSDQ\ V $UWLFOHV RI $VVRFLDWLRQ WKH ODQDJHPHQW %

WR LQFUHDVH WKH &RPSDQ\ V VKDUH EDSVWRIOQE\QHZ WRDAJHV DIJDLQVW FDVK RU QRQ FDVK FRQW
X QWX QH

]



$V RHFHPEHU (YRWHF KROGWUHDVXU\' WKHDRJEHU UHSUHVHQWHGBPEHU R
(YRWHF V WRWDO VKDRHPEBSLWDO DV RI

'#40+0)B5'4 5*#4"
O $&&2817,1* 35,1&,3/(6 O

%DVLF (36 LV FDOFXODWHG E\ GLYLGLQJ WKH 1HW LQFRPH ORVV DWWULEXWDEOH WR VKDUHKRC
GXULQJ WKH SHULRG DGMXVWHG IRU RZQ VKDUHV KHOG 'LOXWHG (36 LV GHWHUPLQHG E\ DGMX
ZHLIJKWHG DYHUDJH QXPEHU RI FRPPRQ VKDUHV RXWVWDQGLQJ GXULQJ WKH SHULRG DGMXVWE
FRPPRQ VKDUHV ZKLFK FRPSULVHV IRUZDUG SXUFKDVH FRQWUDFWY UHVWULFWHG VKDUHV SHU

O ($51,1*6 3(5 6+3%$5( O
7KH ZHLJKWHG DYHUDJH QXPEHU RI RUGLQDU\ VKDUHV LV FDOFXODWHG DV IROORZV

6KDUHV LQ WKRXVDQGV

,VVXHG VKDUHV -DQ

7TUHDVXU\ VKDUHV -DQ
(I'THFW Rl ZHLJKWHG DYHUDJH VWRFN RSWLRQV
H[HUFLVHG
HLIJKWHG DYHUDJH QXPEHU RI VKDUHYV
RXWVWDQGLQJ 'HF

7KH EDVLF DQG GLOXWHG (IBUHQFDOFXODWHG DV IROORZV

LQ N H[FHSW SHU VKDUH GDWD VKDUHV LQ
WKRXVDQGV

1HW LQFRPH ORVV
HLJKWHG DYHUDJH QXPEHU RI VKDUHYV
RXWVWDQGLQJ 'HF

1HW LQFRPH SHU VKDUH EDVLF
I1HW LQFRPH SHU VKDUH GLOXWHG

'LOXWHG QHW LQFRPH SHU VKDUH LV FRPSXWHG E\ GLYLGLQJ WKH VXUSOXV DWWULEXWDEOH W
RUGLQDU\ VKDUHVY DQG VKDUH HTXLYDOHQWY RXWVWDQGLQJ IRU WKH SHULRG GHWHUPLQHG XVL
RSWLRQV DQG 63%$ DUH FRPPRQ VWRFN HTXLYDOHQWY DQG DUH RQO\ LQFOXGHG LQ WKH FDOFXO
,Q WKH QXPEHU RI SRWHQWLDOO\ GLOXWLYH VKDUHV WR EH LVVXHG IURP VW RN RD/DOLFRX@\D W
WKH GLOXWHG QHW UHVXOW SHU VKDUH WKH UHVXOWLQJ GLOXWLYH VKDUHY DUH LQFOXGHG I
VKDUH DUH LGHQWLFDO DV DOO VKDUH HTXLYDOHQWY DUH DQWL GLOXWLYH



%1//+6/'065 #0& %106+0)'0%+'5

O I($6( 2%/,*$7,216 O

7KH IXWXQHPXP OHDVHN SD\PHQWRQ FDQFHOODEOH OHDVH DJUHHPHQWY EXW QRW \HW FRPPHQFH(

'HF "HF
LQ N LQ N

/HVV WKDQ RQH \HDU 2

%HWZHHQ RQH DQG ILYH \HD

ORUH WKDQ ILYH \HDUV 2

TRwbo C

,Q DGGLWLRQ WKH *URXS PDLQWDLQV OHDVHV ZKLFK ZHUH QRW UHFRJQL]JHG LQ DFFRUGDQFH ZL
DQG WKHUHIRUH QRW SUHVHQWHG KHUH

O 27+(5 &200,70(176 $1' &217,1*(1&,(6 O

7KH IXWXUH PLQLPXP SD\PHQWV DVVRFLDWHG ZLWK PLVFHOOBRQHRXYV NPWIRPHWEPHOWY WRWD
'HFHPEHU Ya N RI ZKLFK NHFHPEHU Ya NUHODWH WR DVVHW SXUKKDWY H PBR R IQW POHRR/Y

R Vs NHFHPEHU Ya NV UHODWHG WR ORQJ WHUP FRPPLWPHQWYV LQ FRQQHFWLRQ ZLWK
PLOHVWRQH EDVHG FDSLWDO FDOOV LQ UHODWLRQ ZLWK WKH *URXS V LQYHVWPHQWY LQ DVVRFL

,Q DGGLWLRHFHPYHU FROWLQJHQW OLDELOLWLHV LQ UHODWLRQ ZLWK PLOHVWRQH EDVHG FRP
LQYHVWPHQWYV BiP RHFW ABHWR Ya N

7KH *URXS LV QRW DZDUH RI DQ\ PDWHULDO DHAWXPEHRU WKUHDWHQHG OLWLJDWLRQ DV RI

4' #6'& 2#46; 64#05#%6+105

7KH *URXS KDV QRW HQWHUHG LQWR DQ\ VLJQLILFDQW WUDQVDFWLRQV ZLWK DQ\ NH\ PDQDJF
UHPXQHUDWLRQ SDLG WR NH\ PDQDJHPHRWHSHUVRKQ QWH® XY HIUNDHWIHROQNVSBL GQWR PHPEHUV RI WKH 6
1RWH H

$v SDUW RI WKH QRUPDO FRXUVH RI EXVLQHVV WKH *URXS PD\ HQWHU LQWR WUDQVDFWLRQV
WUDQVDFWLROQEDMHE RDGPDUDBDKOPE WRIQQEVWLRQV DQG WKH DUPYV OHQJWK SULQFLSOH 7KH EDO
FRPSDQLHYV DUH XQVHFXUHG DQG IXOILOOHG E\ SD\PHQW

LQ N
6DOHV RI JRRGV DQG VHUYLFHV

5HFHLYDEOHV IURP UHODWHG SDUWLHYV

%DG RU GRXEWIXO GHEW H[SHQVHV 2

#&+614s5 4'/70'4#6+10

%'2 $* :LUWVFKDIWVSU+IXQJVJHVHOOVFKDIW %'2 KDV VHUYHG DV RXU LQGHSHQGHQW UHJL
'"HFHPEHU DQ@FHPEHU



7KH IROORZLQJ WDEOH VHWV RXW WKH DJJUHJDWH IHHV IRU SURIHVVLRQDO DXGLW VHUYLFHV D
%'2 QHWZRUN RQG

LQ N
$XGLW IHHV

$XGLW UHODWHG IHHV

$XGLW IHHVY UHODWHG WR SULRU|\HDU DXGLW

7TRWDO

$XGLW IHHV DJJUHJDWH IHHV FKDUJHG E\ %'2 QHWZRUN ILUPV IRU DXGLWLQJ RXU FRQVROLGDWH
RU HQJDJHPHQWYV RI (YRWHF 6($XGGW W W O/DX\EMGGIHHM WWHWODWH WR W KHQ Q RIQ UHMIEQRERQ SHRRHW.
FRYHQDQW UHSRUWLQJ WR OHQGHUYV

7KH $XGLW &RPPLWWHH KDV DSSURYHG WKH DXGLW IHHVY DQG DOO WHKH) GHHV/ KRIU$ R &/IKW U B R K X\W
PRQLWRUV FRPSOLDQFH ZLWK WKH *HUPDQ DQG 8 6 UXOHV RQ QRQ DXGLW VHUYLFHV SURYLGI
D \HDUO\ EDVLV WKH $XGLW &RPPLWWHH SUH DSSURYHVY QRQ DXGLW VHUYLFHV SHUIRUPHG E\ W
OLQH ZLWK (8 UHJXODWLRQ

16*'4 &+5%.1574'5

*HUPDQ ODZ LQ DFFRUGDQFH ZLWK WKH (XURSHDQ 'LUHFWLYHV RQ $FFRXQWLQJ DQG WKH &RU
GLVFORVXUHV

D1XPEHU RI (PSOR\HHYV
$V RHFHPEHU WKH &RPSDQ\ HPSOIRQBGYLGXDOV ' 'ARHPBHRUGH ,Q D WRWDO HRASOR\HHV

ZRUNHG LQ RSHUDWLR®WQG ZRUNHG LQ VDOHYV DQG DGPLOQMKWWGEGBWULIRQVH LV GXH WR WKH VDOH RI

E &RUSRUDWH *RYHUQDQFH &RGH
$FFRUGLQJ WR 6HF $NW* WKH ODQDJHPHQW %RDUG DQG 6XSHUYLVRU\ %RDUG LVVXHG VWDWH

KDV EHHQ PDGH DFFHVVLEOH WR WKH &RPSDQ\fV VKDUHKROGHUWWWSWKRZZZ GYRWHAF WRIF WL
VXVWDLQDELOLW\ JRYHUQDQFH

F &RQVROLGDWHG VXEVLGLDULHY DQG HTXLW\ LQYHVWHHYV
,QIRUPDWLRQ EHORZ VKRZV (YRWHF V GLUHFW DQG LQGLUHFW YRWLQJ ULJKWV LQ WKHLU VXEV|
ULJKWV LQ GRUPDQW FRPSDQLHV DUH QRW LQFOXGHG



&RPSDQ\YV YRWLQJ
ULJKWYV

6 XEVLGLDULHV

$SWXLW *OREDO //& 3ULQFHWRQ 86%

$SWXLW 9HURQD 65/ 9HURQD ,WDO\

$SWXLW 2[IRUG /WG $ELQJIJGRQ 8.

&\SURWH[ 'LVFRYHU\ /WG ODQFKHVWHU 8.

&\SURWH[ /WG ODQFKHVWHU 8.

&\SURWH[ 86 //& )UDPLQJKDP 86%

(YRWHF )UDQFH 6%$6 7RXORXVH )UDQFH

(YRWHF ," /\RQ 6%6 ODUF\ OfeWRLOH )UDQFH

(YRWHF +DPEXUJ *PE+ +DPEXUJ *HUPDQ\

(YRWHF *7 *PE+ 2UWK DQ GHU 'RQDX $XVWULD

(YRWHF ,QGLD 3ULYDWH /LPLWHG 7KDQH ,QGLD

(YRWHF ,QWHUQDWLRQDO *PE+ +DPEXUJ *HUPDOQ\

(YRWHF 8. /WG $ELQJGRQ 8.

(YRWHF 86 ,QF 3ULQFHWRQ 86%

-XVW 2 (YRWHF %LRORJLFV ,QF 6HDWWOH 86%

(YRWHF ORGHQD 6UO OHGROOD ,WDO\

1HSK7KHUD *PE+ +DPEXUJ *HUPDQ\

(YRWHF $VLD 3WH /WG 6KHQWRQ 6LQJDSRUH

$VVRFLDWHYV

%UHDNSRLQW 7KHUDSHXWLFV *PE+ +DPEXUJ *HUPDQ\

&HQWDXUL 7KHUDSHXWLFV /WG &KHVKLUH 8.

(,5 YLRWKHUDSLHY 6 U O OLUDQGROD 02 ,WDO\

(WHUQ\JHQ *PE+ %HUOLQ *HUPDOQ\

4XDQWUR 7KHUDSHXWLFV *PE+ 9LHQQD $XVWULD

7$* TKHUDSHXWLFV *PE+ 9LHQQD $XVWULD

7RSDV 7TKHUDSHXWLFV *PE+ +DPEXUJ *HUPDOQ\




&RPSDQ\YV YRWLQJ
ULJKWYV

2WKHU ,QYHVWPHQWYV

$HRYLDQ 3KDUPDFHXWLFDOV ,QF 6DQ )UDQFLVFR 86%

$UJR%LR 6%$6 3DULV )UDQFH

$XUREDF 7TKHUDSHXWLFV 6%$6 /\RQ )UDQFH

$XWREDKQ /DEV //& 3DOR $OWR &% 86%

%ODFNVPLWK OHGLFLQHYV ,QF 6DQ 'LHJR &% 86%

&DMDO 1HXURVFLHQFH ,QF 6HDWWOH 86%

&DUPD )XQG , OXQLFK *HUPDOQ\

&HOPDWL[ ,QF 1HZ <RUN 86%

&XULH %LR //& %RVWRQ 86$%

&XULH %LR 6HHG )XQG , /13 %RVWRQ 86%

([WHQG 6 U O 5RPH ,WDO\

JLEURFRU //3 7TRURQWR &DQDGD

JLEURFRU 7KHUDSHXWLFV ,QF 7RURQWR &DQDGD

,0,'RPLFV ,QF 6DQ 5DIDHO &% 86%

,PPXQLWDYVY 7KHUDSHXWLFV ,QF :DOWKDP 86%

/JHRQ 1DQRGUXJV *PE+ OXQLFK *HUPDQ\

OLVVLRQ %LR&DSLWDO 9 /3 &DPEULGJH 86%

30XULVW\[ ,QF 6HDWWOH 86%

6HUQRYD &RUS 2QWDULR &DQDGD

7TKHOLRU %LR 2[IRUG 8.

7XEXOLV *PE+ OXQLFK *HUPDQ\
9HUWR 7KHUDSHXWLFV ,QF %RVWRQ 86%

LQ OLTXLGDWLRQ

7KH IRUPHU VXEVLGLDU\ -XVW 2 (YRWHF %LRORJLFV (8 6$6 7RXORXVH )UDQFH ZDV VROG WR 6
YXUWKHU LQIRUPDWLRQ UHJDUGLQJ WKLV WUDQVDFWLRQ FDQ EH IRXQG LQ 1RWH 6LJQLILFDQW 1

7KH IRUPHU VXEVLGLDU\ $SWXLW 3RWWHUV %DU /WG $ELQJGRQ 8. ZDV GLVVROYHG LQ

$V Rl '"HFHPEHU WKH ITOWRH % @YY RKEHDWBHXWLFV /WRI ZRRUQJ &LIKWV ZDV VROG

7KH LQYHVWHAR®WORQ3KDUPDFHXWLFDOV ,QF 6RQ YRDQEIWWFIRIKSE®EI RU VDOH

$V RI -XQH WKH LOWHNWWRBQWI[LRUG 8.RI YRWLQZDVJIJEMNKLGDWHG

$V Rl 2FWREHU W K & DLLQUYLHFWW/ZRKHHQMWD SHOX W LFV |, Q FR I%0RRAWIRIY BE$SKWV ZDV VROG

G ODQDJHPHQW %RDUG
'U &KULVWLDQ :RMEHKHPYMW OXQLFK *HUPDQ\ &(2

‘U &RUG 'RKUPBQRORJILVW *|WWLQJHQ *HUPDQ\ &62

/IDHWLWLD 5RXYHQHVV ([HFXWLYH &ODUHQV 6ZLW]JHUODQG &)2 XQWLO )HEUXDU\
3DXO +LWBRKIM2LQHVYV ([HFEXWLYH $PVWHUGDP 1HWKHUODQGV &)2 VLQFH ODUFK
$XUpOLH 'DOBEAMHIQHVYV ([HFXWLYH OXQLFK *HUPDQ\ &32



7KH UHPXQHUDWLRQ JUDQWHG WR WKH PHPEHUV RI WKH O0DQ@®GHPHUHNVVHKRRPQ EHROWR X KH ILQDQFLDO \HDU

LQ N

6KRUW WHUP HPSOR\HH EHQHILWYV

7THUPLQDWLRQ EHQHILWYV

6WRFN EDVHG FRPSHQVDWLRQ

Tawoo snexonvowieo DN

7KH OHPEHUV RI WKH ODQDJHPHQW %RDUG ZKR KROG DGGLWLRQDO PHPEHUVKLSYVY LQ VXSHUYLVR
RI HQWHUSULVHYVY DUH OLVWHG EHORZ

'U &RUG 'RKUPDQQ OHPEHU RI WKH 6XSHUYLVRU\ %RDUG
(WHUQ\JHQ *PE+ %HUOLQ *HUPDQ\ QRW OLVWHG
%UHDNSRLQW 7KHUDSHXWLFV +DPEXUJ *HUPDQ\ QRW OLVWHG

$VVRFLDWHG FRPSDQ\ RI (YRWHF

H 6XSHUYLVRU\ %RDUG
BURI 'U ,ULV /|Z JULMKDILBFRRPDQ RI WKH 6XSHUYLVRU\ %RDUG &KDLUZRPHQ RI WKH 5HPXQF
SHUPDQHQW JXHVW RI WKH (6* &RPPLWWHH

5RODQG 6DF&RRUMNQG 0DQDJLQJ 'LUHFWRU RI 4,%$*(1 1 9 OLVWHG RQ WKH )UDQNIXUW 6WRFEN ([l
([FKDQJH DQG /X[HPERXUJ 6WRFN ([FKDQJH 9LFH &KDLUPDQ RI WKH 6XSHUYLVRU\ %YRDUG DQG
OHPEHU RI WKH 5HPXQHUDWLRQ DQG 1RPLQDWLRQ &RPPLWWHH

&DPLOOD ODFDSLOL 'MSXWLBEOHRI 'LUHFW ,QYHVWPHQWY OXEDGDOD ,QYHVWPHQW &RPSDQ\ QRW
OHPEHU RI WKH $XGLW DQG &RPSOLDQFH &RPPLWWHH

'U &RQVWDQ]H 8OPHBOUWRMHW LQ WKH ODZ ILUP 3HWHUV B6FK|QEHUJHU 3DUWQHU Q
&KDLUZRPDQ RI WKH (6* & RPPLWWHH OHPEHU RI WKH $XGLW DQG &RPSOLDQFH &RF

'U 'XQFDQ OF+D&RH)RXQGHU DQG 6HQLRU 'HYHORSPHQW &OLQLFLDQ Rl :HDWKHUGHQ /WG QRW O
RI WKH (6* &RPPLWWHH

HVOH\ :KHH®&K2 %RDUG 'LUHFWRU RI /DE&RQQHFW ,QF QRW OLVWHG OHPEHU RI WKH 6XSHUY
1RPLOQDWLRQ &RPPLWWHH

7KH UHPXQHUDWLRQ DFFUXHG RI WKH 6XSHUYLVRU\ %YRDUG LQ WKH ILQDQFLDO \HDU ZDV DV IROO

LQ N

7TRWDO UHPXQHUDWLRQ RI WKH VXSHPYLVRU\ ERDUG

,Q WKH ILQDQFLD O KHHDERPSHQVDWLRQ SHU 6XSHUYLVRUX % RCHUG\AB B EH UNDPRX QW B GUWRH FNLYHV
Ya NDQG LWVYGHNXW\ Y NLQ WKH ILQDQFLDIOH\RBIBEHUYV Rl 6 XSHUYLVRU\ %RDUG FRPPLWW
Yo NSHU FRPPLWWHH WKH FKDLUSHUW.RQNRI DY FRRPLWWHH UHFHLYHYV

,Q WKH ILOQDQFLDIQGHDUWKHUH ZDV QR VKDUH EDVHG UHPXQHUDWLRQ

7KH &RPSDQ\ KDV D 'LUHFWRUV DQG 2IILFHUV OLDELOLW\ LQVXUDQFH IRU WKH PHPEHUV RI W
PDQDJHPHQW DQG WKH GLUHFWRUV RI WKH VXEVLGLDU\ FRPSDQLHV $Q DSSURSULDWH GHGXFWL|



7KH PHPEHUV RI WKH 6XSHUYLVRU\ %RDUG DQG WKHLU DGGLWLRQDO PHPEHUVKLSY LQ VXSHUYL
HOWHUSULVHY DFFRUGLQJ WR 6HF VHQWHQFH $NW* DUH OLVWHG LQ WKH IROORZLQJ

BURI 'U ,ULV /YZ )ULHGULFK

&KDLU RI WKH &RPSDQ\ 6XSHUYLVRU\ %RDUG
&HORVLD 7KHUDSHXWLFV 3W\ /WG 1HZ 6RXWK :DOHV $8 QRW OLVWHG

OHPEHU RI WKH 6XSHUYLVRU\ %RDUG

JUHVHQLXV 6( &R .*D$ %DG +RPEXUJ *HUPDQ\ OLVWHG RQ WKH )UDQNIXUW 'eVV
6ZHGLVK 2USKDQ %LRYLWUXP $% 62%, 6WRFNKROP 6ZHGHQ OLVWHG RQ WKH 6W
JLODQFLqUH GH 7XEL]JH 6% %UXVVHOV %HOJLXP OLVWHG RQ (XURQH[W %UXVVHO)

5RODQG 6DFNHUV

&KDLUPDQ RI WKH %RDUG
%,2 '"HXWVFKODQG H 9 %HUOLQ *HUPDQ\ QRW OLVWHG

&DPLOOD ODFDSLO

L /IDQJXLOOH

OHPEHU RI WKH %RDUG RI 'LUHFWRUV
*OREDOIRXQGULHYV ,QF 1HZ <RUN 86% OLVWHG RQ 1$6'$4 1HZ <RUN
3&, 3KDUPD 6HUYLFHVY 3KLODGHOSKLD 86% QRW OLVWHG

‘U &RQVWDQ]H 80PHU (LOIRUW

OHPEHU RI WKH 6XSHUYLVRU\ %RDUG
$IILPHG 19 ODQQKHLP *HUPDQ\ OLVWHG RQ WKH 1$6'$4 1HZ <RUN

OHPEHU RI WKH $GYLVRU\ %RDUG
3UR[\JHQ *PE+ 9LHQQD $7 QRW OLVWHG

'U 'XQFDQ OF+DOH

‘HVOH\ :KHHOHU

"LUHFWRU RI WKH %RDUG
(QOYLURWDLQHU $ 6 6WRFNKROP 6( QRW OLVWHG
$UJHQWD +ROGFR /LPLWHG /RQGRQ 8. QRW OLVWHG

OHPEHU RI WKH %RDUG
&DLUQ 7TKHUDSHXWLFV 5HODHLJK 86% QRW OLVWHG
%HOKDYHQ %LRSKDUPD 1HZ <RUN 86% QRW OLVWHG




57$5'37'06 '8'065

2Q ODUFK WKH ODQDJHPHQW %RDUG RI (YRWHF 6( DQQRXQFHG p+RUL]JRQY D IXQGDPHQW
SURYLGHV IRU FRPSUHKHQVLYH UHVWUXFWXULQJ DFURVV DOO DUHDV RI WKH &RPSDQ\ DFFHOH
PRGHO FRQFHQWUDWHG RQ LWV FRUH GUXJ GLVFRYHU\ DQG SUHFOLQLFDO GHYHORSPHQW DFWLY

7KH LPSOHPHQWDWLRQ SODQ LQFOXGHV RSWLPL]JLQJ WKH JOREDO IRRWSULQW IURP WR VL

([FHOOHQFH DQG H[HFXWLQJ ZRUNIRUFH DGMXVWPHQWYV DIIHFWLQJ XS WR SRVLWLRQV 0DQ
Ya P RYHU WKH SURJUDP SHULRG WR LQ DGGLWLRQ WR DQWLFLSDWHG QRQ FDVK DVVHW
SHUVRQQHO PHDVXUHV :KLOVW LV H[SHFWHG WR EH D WUDQVLWLRQ \HDU ZLWK UHVWUXFW X
LQLWLDO FRVW VDYLQJV WR EHJLQ PDWHULDOL]LQJ GXULQJ 7KH H[SHFWHG ILQDQFLDO HIIHF\

+DPEXUJ ODUFK

'U &KULVWLDQ :RMF]JHZVNL
&KLHI ([HFXWLYH 2IILFHU

3DX0 +LWFKLQ $XUOOLH 'DOELH] 'U &RUG 'RKUPDQQ
&KLHI )LQDQFLDO 2IILFH&KLHI 3HRSOH 2I1ILFHU &KLHI 6FLHQWLILF 2IILFHU



$8',725 6 5(325]

1RWH 7KLV LV D FRQYHQLHQFH WUDQVODWLRQ RI WKH *HUPDQ RULJLQDO 6ROHO\ WKH RULJLQDC

QGHSHQGHQW
GLWRUYTV 5HS

7R WKH (YRWHF 6( +DPEXUJ

5(3257 21 7+( $8',7 2) 7+( &2162/,'$7(" ),1$1&,%/
67$7(0(176 $1' 2) 7+( &20%,1(' 0$1$*(0(17 5(3257

$8',7 23,1,216

:H KDYH DXGLWHG WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV RI (YRWHF 6( +DPEXUJ DQG

VWDWHPHQW RI ILQDQFLDO SRVLWLRQ DV DW '"HFHPEHU WKH FRQVROLGDWHG LQFRPH VW
WKH FRQVROLGDWHG VWDWHPHQW RI FDVK IORZY DQG WKH FRQVROLGDWHG VWDWHPHQW RI FKDC
WR '"HFHPEHU DQG QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGLQJ

,Q DGGLWLRQ ZH KDYH DXGLWHG WKH FRPELQHG PDQDJHPHQW UHSRUW UHSRUW RQ WKH SRVLW
\HDU IURP -DQXDU\ WR 'HFHPEHU ,Q DFFRUGDQFH ZLWK WKH *HUPDQ OHJDO UHTXLU}
Rl WKH FRPELQHG PDQDJHPHQW UHSRUW OLVWHG LQ VHFWLRQ 227+(5 ,1)250$7,21"

,Q RXU RSLQLRQ RQ WKH EDVLV Rl WKH NQRZOHGJH REWDLQHG LQ WKH DXGLW

2 WKH DFFRPSDQ\LQJ FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY FRPSO\ LQ DOO PDWHULDO L
,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUGV %RDUG ,$6% KHUHDIWHU 3,)56 $FFRXQWLQJ 6WDQGI

*HUPDQ FRPPHUFLDO ODZ SXUVXDQW WR ft H +*% >+DQGHOVJIJHVHW]EXFK *HUPDQ &RPPHUFL
JLYH D WUXH DQG IDLU YLHZ RI WKH DVVHWY OLDELOLWLHY DQG ILQDQFLDO SRVLWLRQ RI WKH .
ILQDQFLDO \HDU IURP -DQXDU\ WR '"HFHPEHU DQG

2 WKH FRPELQHG PDQDJHPHQW UHSRUW DV D ZKROH SURYLGHVY DQ DSSURSULDWH YLHZ RI WK
PDQDJHPHQW UHSRUW LV FRQVLVWHQW ZLWK WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV F
WKH RSSRUWXQLWLHY DQG ULVNV RI IXWXUH GHYHORSPHQW 2XU RSLQLRQ RQ WKH FRPELQHG PI
FRPELQHG PDQDJHPHQW UHSRUW OLVWHG LQ VHFWLRQ 327+(5 ,1)250%$7,21°

3XUVXDQW WR * VHQWHQFH +*% *HUPDQ &RPPHUFLDO &RGH ZH GHFODUH WKDW RXU D]

FRPSOLDQFH Rl WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG RI WKH FRPELQHG PDQDJHPF
%$6,6 )25 7+( $8',7 23,1,216

‘H FRQGXFWHG RXU DXGLW Rl WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG RI WKH FRPEL

$XGLW 5HIXODWLRQ 1R UHIHUUHG WR VXEVHTXHQWO\ DV 3(8 $XGLW 5HJXODWLRQ" DQG |
IRU )LQDQFLDO 6WDWHPHQW $XGLWV SURPXOJDWHG E\ WKH ,QVWLWXW GHU :LUWVFKDIWVSU:

]



$8',725 6 5(325]

UHVSRQVLELOLWLHV XQGHU WKRVH UHTXLUHPHQWY DQG SULQFLSOHV DUH IXUWKHU GHVFULEHG
&2162/,'$7(" ),1$1&,%/ 67$7(0(176 $1' 2) 7+( &20%,1(' 0$1$*(0(17 5(3257° VHFWLRQ RI RXU DXGL\
LQGHSHQGHQW RI WKH JURXS HQWLWLHV LQ DFFRUGDQFH ZLWK WKH UHTXLUHPHQWYV RI (XURSHE
IXOILOOHG RXU RWKHU *HUPDQ SURIHVVLRQDO UHVSRQVLELOLWLHYV LQ DFFRUGDQFH ZLWK WKHVI

,Q DGGLWLRQ LQ DFFRUGDQFH ZLWK $UWLFOH OHWWHU | RI WKH (8 $XGLW 5HIXODWLRQ Z
XQGHU $UWLFOH RI WKH (8 $XGLW 5HIXODWLRQ

‘H EHOLHYH WKDW WKH DXGLW HYLGHQFH ZH KDYH REWDLQHG LV VXIILFLHQW DQG DSSURSULD
ILOQODQFLDO VWDWHPHQWY DQG RQ WKH FRPELQHG PDQDJHPHQW UHSRUW

(< $8',7 0$77(56 ,1 7+( $8',7 2) 7+(
&2162/,'$7(" ),1$1&,$/ 67$7(0(176

.H\ DXGLW PDWWHUVY DUH WKRVH PDWWHUV WKDW LQ RXU SURIHVVLRQDO MXGJPHQW ZHUH RI PF
IRU WKH ILQDQFLDO \HDU IURP -DQXDU\ WR 'HFHPEHU 7KHVH PDWWHUV ZHUH DGGL
ILQDQFLDO VWDWHPHQWY DV D ZKROH DQG LQ IRUPLQJ RXU DXGLW RSLQLRQ WKHUHRQ ZH GR QI

‘H KDYH LGHQWLILHG WKH IROORZLQJ PDWWHUYV DV NH\ DXGLW PDWWHUV

5HFRYHUDELOLW\ RI JRRGZLOO

5HYHQXH UHFRJQLWLRQ IURP FRPSOH[ FRQWUDFWYVY ZLWK FXVWRPHUYV

9DOXDWLRQ RI XQOLVWHG LQYHVWPHQWV

$FFRXQWLQJ WUHDWPHQW RI WKH VDOH Rl WKH VXEVLGLDU\ -XVW * (YRWHF %LRORJLFV (8 6%6

5(&29(5%$%,/,7< 2) *22':,//

0DWWHU

,Q WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYVY RI (YRWHF 6( JRRGZLOO LQ WKH DPRXQW RI
FRQVROLGDWHG HTXLW\ LV UHFRJQL]HG XQGHU WKH EDODQFH VKHHW LWHP 3, QWDQJLEOH DVVHW
&DVK JHQHUDWLQJ XQLWYV ZLWK DOORFDWHG JRRGZLOO DUH VXEMHFW WR DQ LPSDLUPHQW WH\
LQGLFDWLRQV RI LPSDLUPHQW 7KH YDOXDWLRQ LV FDUULHG RXW XVLQJ D YDOXDWLRQ PRGHO E
D FDVK JHQHUDWLQJ XQLW LV KLJKHU WKDQ WKH UHFRYHUDEOH DPRXQW DQ LPSDLUPHQW ORV\
JRRGZLOO ZDV UHFRJQL]JHG LQ WKH ILQDQFLDO \HDU

7KH DVVHVVPHQW RI WKH UHFRYHUDELOLW\ RI JRRGZLOO LV FRPSOH[ DQG UHTXLUHV WKH PDQD.
SDUWLFXODUO\ ZLWK UHJDUG WR WKH DPRXQW RI IXWXUH FDVK VXUSOXVHVY JURZWK DVVXPSW|
LQFOXGLQJ JURZWK UDWHV IRU WKH WHUPLQDO YDOXH 'XH WR WKH VLJQLILFDQFH RI WKH DP
FRPSOH[LW\ RI WKH YDOXDWLRQ DQG WKH VLIQLILFDQW XQFHUWDLQWLHY DVVRFLDWHG ZLWK W
JRRGZLOO DUH LQFOXGHG LQ VHFWLRQV 3 ODWHULDO DFFRXQWLQJ SROLFLHV" VXEVHFWLRQV 3
DVVHWY DQG JRRGZLOO  DQG 3 ,QWDQJLEOH $VVHWYV DQG *RRGZLOO"™ RI WKH QRWHV WR WKH F

$XGLWRUxV 5HVSRQVH DQG 2EVHUYDWLRQV

$v SDUW RI RXU DXGLW ZH DVVHVVHG WKH DSSURSULDWHQHVV RI FHUWDLQ NH\ DVVXPSWLRQ\
PHWKRG XVHG IRU WKH LPSDLUPHQW WHVWY ZLWK WKH LQYROYHPHQW RI RXU YDOXDWLRQ VSHFL
WKH SODQQLQJ SURFHVV DV ZHOO DV VLJQLILFDQW DVVXPSWLRQV PDGH E\ WKH PDQDJHPHQW E
VXUSOXVHY LQ WKH GHWDLOHG SODQQLQJ SHULRG ZLWK WKH PXOWL \HDU SODQ SUHSDUHG E\ \
KLVWRULFDO IRUHFDVWLQJ DFFXUDF\ E\ DQDO\]LQJ SDVW SODQ GHYLDWLRQV :H YHULILHG WKF
DVVXPHG IRU WKH WHUPLQDO YDOXH E\ FRPSDULQJ WKHP ZLWK GHYHORSPHQWY LQ WKH SDVW V
PDUNHW H[SHFWDWLRQV :H DOVR DVVHVVHG ZKHWKHU WKH SODQV DUH FRQVLVWHQW ZLWK W]
FULWLFDOO\ DVVHVVHG WKH GLVFRXQW UDWHV XVHG E\ FRPSDULQJ WKHP ZLWK WKH DYHUDJH FF
DQDO\VHV SHUIRUPHG E\ (YRWHF 6( :LWK UHJDUGV WR WKH HIIHFWV RI SRVVLEOH FKDQJHV LQ W
ERDUG DQG WKH DVVXPHG JURZWK UDWH IRU WKH WHUPLQDO YDOXH ZH DOVR SHUIRUPHG RXU F
WKH FRPSOHWHQHVY DQG DFFXUDF\ RI WKH GLVFORVXUHYVY LQ WKH QRWHYV RQ JRRGZLOO

]
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,Q RXU RSLQLRQ WKH YDOXDWLRQ SDUDPHWHUV DQG DVVXPSWLRQV DSSOLHG E\ WKH OHJDO
LPSDLUPHQW WHVWLQJ

5(9(18( 5(&2*1,7,21 )520 &203/(;
&2175$&76 :,7+ &86720(56

ODWWHU

,Q WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI (YRWHF 6( UHYHQXHV RI (85 P DUH UHE
(YRWHF *URXS V UHYHQXHV LV DWWULEXWDEOH WR FRPSOH[ FRQWUDFWV ZLWK FXVWRPHUV WKD
UHYHQXH UHFRJQLWLRQ RYHU WLPH 6RPH FRQWUDFWYV FROQWDLQ YDULDEOH WUDQVDFWLRQ SUL
FOLQLFDO GHYHORSPHQW

,Q FDVH RI SHUIRUPDQFH REOLJDWLRQV UHFRJQL]JHG RYHU WLPH UHYHQXH LV PDLQO\ PHDVXUI
SURJUHVV RI FRPSOHWLRQ LV JHQHUDOO\ PHDVXUHG RQ DQ LQSXW EDVLYV

7KH LGHQWLILFDWLRQ RI VHSDUDWH SHUIRUPDQFH REOLJDWLRQV LQ WKH FRQWUDFWY WKH GHW
ZKHWKHU WKH SHUIRUPDQFH REOLJDWLRQ LV UHFRJQL]HG RYHU WLPH RU DW D SRLQW LQ WLPH
WKHVH IDFWV DQG FLUFXPVWDQFHY DQG WKH PDWHULDOLW\ RI UHYHQXH WKH UHFRJQLWLRQ R
PDWWHU

(YRWHF 6( V GLVFORVXUHY RQ UHYHQXH UHFRJQLWLRQ IURP FRQWUDFWV ZLWK FXVWRPHUV DUH
38VH RI DVVXPSWLRQV" DQG 3:5HYHQXH UHFRJQLWLRQ IURP FRQWUDFWYV ZLWK FEXVWRPHUV"™ DQ
VWDWHPHQWYV IRU WKH ILQDQFLDO \HDU

$XGLWRUxXxV 5HVSRQVH DQG 2EVHUYDWLRQV

‘H JDLQHG DQ XQGHUVWDQGLQJ RI WKH *URXS ZLGH SURFHVV IRU UHFRJQL]JLQJ UHYHQXH IURF
SURFHGXUH EDVHG RQ WKH GRFXPHQWDWLRQ SURYLGHG WR XV ,Q GRLQJ VR ZH JDLQHG DQ XQ
DSSURSULDWHQHVY DQG LPSOHPHQWDWLRQ

YRU D ULVN RULHQWHG VHOHFWLRQ DQG D VDPSOH RI UHFRJQL]JHG UHYHQXH ZH DVVHVVHG W
DSSURSULDWHQHVV RI WKH PDQDJHPHQW ERDUG V DSSURDFK ZLWK UHJDUG WR WKH LGHQWLILFC
WUDQVDFWLRQ SULFH DQG LWV DOORFDWLRQ WR WKH LGHQWLILHG SHUIRUPDQFH REOLJDWLRQ
FRPSDQ\ IRU VLIJQLILFDQW QHZ FRQWUDFWYV FRQFOXGHG LQ WKH ILQDQFLDO \HDU )RU DJUHH
IRUP RI PLOHVWRQH SD\PHQWY ZH REWDLQHG DSSURSULDWH HYLGHQFH WKDW WKH DFKLHYHPHQ

:LWK UHJDUG WR SHUIRUPDQFH REOLJDWLRQV WKDW DUH UHFRJQL]JHG RYHU WLPH EDVHG RQ S|
VDPSOH RI FRQWUDFWYVY WKH SODQQHG DQG DFWXDO LQSXWV DQG GLVFXVVLQJ WKH ILQGLQJV ZL
HYDOXDWHG WKH SODQQLQJ SURFHVY EDVHG RQ VHOHFWHG ORQJ WHUP FRQWUDFWY DQG DVVHV'
SHUIRUPDQFH RYHU VHYHUDO SHULRGYV

‘H ZHUH DEOH WR VDWLVI\ RXUVHOYHV WKDW WKH HVWLPDWHY DQG DVVXPSWLRQV PDGH E\ WKH
WR HQVXUH WKH DSSURSULDWH UHFRJQLWLRQ RI UHYHQXH 7R WKH H[WHQW WKDW GLVFUHWLRQ

9$/8%$7,21 2) 81/,67(" ,19(670(176
0DWWHU

,Q WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV RI (YRWHF 6( XQOLVWHG LQYHVWPHQWYV LQ V
LWHP 31RQ FXUUHQW LQYHVWPHQWY DQG RWKHU QRQ FXUUHQW ILQDQFLDO DVVHWV’

7KH LQYHVWPHQWY LQ HDUO\ VWDJH FRPSDQLHY DUH PDLQO\ RI VWUDWHILF QDWXUH DQG DUH
SDUWLFXODU WKH GHYHORSPHQW RI SURGXFWYV DQG RU WHFKQRORJ\ SODWIRUPV LQ SKDUPDFH?

]
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7TKHVH LQYHVWPHQWY DUH DFFRXQWHG IRU DV ILQDQFLDO DVVHWY DW IDLU YDOXH WKURXJK SUR
DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH XSRQ DFTXLVLWLRQ

6LQFH WKHUH DUH QR REVHUYDEOH VWRFN PDUNHW SULFHV DYDLODEOH WKH IDLU YDOXH LV GH
LQYHVWRUV OHYHO RI WKH IDLU YDOXH KLHUDUFK\ RU LQ WKH DEVHQFH RI WKHVH (YRWHF .
OLTXLGLW\ VLWXDWLRQ IRU WKH YDOXDWLRQ OHYHO , ] WKH GHYHORSPHQW LV SURPLVLQJ Wt
IDLU YDOXH ,I WKH LQYHVWPHQW KDV D SRVVLEOH JRLQJ FRQFHUQ ULVN DQG WKHUH DUH QR RW
HQWLW\ V QHW DVVHW YDOXH DV WKH EHVW HVWLPDWH RI WKH IDLU YDOXH

7KHUH LV D ULVN WKDW WKH IDLU YDOXH GHWHUPLQHG IRU LQYHVWPHQWYV ZLWKRXW REVHUYDEO
LIl WKHUH KDG EHHQ DQ DFWLYH PDUNHW IRU WKH LQYHVWPHQWYV

'‘XH WR WKH FRQVLGHUDEOH XQFHUWDLQWLHY DVVRFLDWHG ZLWK WKH YDOXDWLRQ RI XQOLVWHC
PDWWHU

(YRWHF 6( V GLVFORVXUHV RQ WKH UHFRJQLWLRQ DQG PHDVXUHPHQW RI LQYHVWPHQWYV DUH GF
9DOXHV RI )LQDQFLDO $VVHWV DQG /LDELOLWLHV  DQG ? JLQDQFLDO ,QVWUXPHQWYVY" Rl WKH Q

$XGLWRUxV 5HVSRQVH DQG 2EVHUYDWLRQV
‘H REWDLQHG DQ XQGHUVWDQGLQJ RI WKH OHJDO UHSUHVHQWDWLYHV SURFHVV IRU LGHQWLI\L
DSSURDFK HQVXUHV WKDW SRWHQWLDO FKDQJHYV LQ YDOXH DUH IXOO\ UHFRJQL]JHG

'LWK WKH LQYROYHPHQW RI RXU YDOXDWLRQ VSHFLDOLVWY ZH DOVR DVVHVVHG WKH H[WHQW \
FRQVLVWHQW ZLWK WKH UHTXLUHPHQWYV RI ,)56 IRU GHWHUPLQLQJ IDLU YDOXH

JRU WKH YDOXDWLRQ RI LQOYHVWPHQWY DFFRUGLQJ WR OHYHO RI WKH IDLU YDOXH KLHUDUFK\
ZLWK H[WHUQDO LQYHVWRUV

‘H HYDOXDWHG WKH PDQDJHPHQW ERDUGYTV DVVHVVPHQW RI SRVVLEOH VFLHQWLILF LQGLFDWLR
H[SHUWLVH RI WKH UHVSHFWLYH GHSDUWPHQW DQG FULWLFDOO\ VFUXWLQL]JHG WKH DVVXPSWLF
WKH LQYHVWPHQWY DQG SXEOLFO\ DYDLODEOH LQIRUPDWLRQ :H DOVR UHYLHZHG WKH LQIRUPDYV
LQ IDLU YDOXH DQG GLVFXVVHG WKLV ZLWK WKH PDQDJHPHQW ERDUG

KHUH LQGLFDWLRQV RI D FKDQJH LQ IDLU YDOXH ZHUH LGHQWLILHG ZH DVVHVVHG ZKHWKHU WK

2YHUDOO ZH ZHUH DEOH WR VDWLVI\ RXUVHOYHYVY WKDW WKH HVWLPDWHY DQG DVVXPSWLRQV F
XQOLVWHG LQYHVWPHQWY DUH SURSHUO\ DFFRXQWHG IRU

$&&2817,1*% )25 7+( ',6326%/ 2) 7+(
68%6, ,$5< -867 O (927(& %,2/2*,&6 (8 6$6

ODWWHU

,Q WKH ILQDQFLDO \HDU (YRWHF 6( VROG RI WKH VKDUHV LQ LWV VXEVLGLDU\ -XVW % (Y|
(8 WR 6DQGR] $* %DVHO 6ZLW]J]HUODQG 7KH WUDQVDFWLRQ FRPSULVHG LQ DGGLWLRQ WR WK
SDUWLFXODU D PDVWHU VHUYLFHY DJUHHPHQW DQG D OLFHQVH DJUHHPHQW )RU GHWHUPLQDWLI
GHWHUPLQHG WKH HQWHUSULVH YDOXH RI WKH HQWLW\

$v SDUW RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQW SUHSDUDWLRQ LW ZDV QHFHVVDU\

DQFLOODU\ DUUDQJHPHQWY VKRXOG EH DFFRXQWHG IRU DV D OLQNHG WUDQVDFWLRQ DQG WR |
VKDUH GLVSRVDO ,Q SDUWLFXODU LW ZDV QHFHVVDU\ WR HYDOXDWH ZKHWKHU IHHV XQGHU WK
SDUW HFRQRPLFDOO\ DWWULEXWDEOH WR WKH VKDUH GLVSRVDO DQG WKHUHIRUH UHTXLUHG LQ
(YRWHF KDG WR GHWHUPLQH WKH SRUWLRQ RI JRRGZLOO DWWULEXWDEOH WR WKH QHW DVVHWYV

]
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7KH MXGJPHQWYV UHTXLUHG IRU DFFRXQWLQJ IRU WKH WUDQVDFWLRQ LQYROYHG D KLJK GHJUHH
WUDQVDFWLRQ IRU WKH *URXSTV UHVXOWYV RI RSHUDWLRQV WKLY PDWWHU ZDV FRQVLGHUHG D N

(YRWHF 6(1V GLVFORVXUHYVY RQ WKH DFFRXQWLQJ IRU WKH WUDQVDFWLRQ DUH FRQWDLQHG LQ WI
XQGHU 3 6LIQLILFDQW DFFRXQWLQJ SROLFLHV" VXEVHFWLRQ 3&ULWLFDO DFFRXQWLQJ HVW|

$XGLWRUxV 5HVSRQVH DQG 2EVHUYDWLRQV

7R HYDOXDWH WKH DFFRXQWLQJ WUHDWPHQW RI WKH VDOH RI WKH VXEVLGLDU\ -XVW (8 ZH DVVI
SXUFKDVH DJUHHPHQW WKH IUDPHZRUN VHUYLFHY DJUHHPHQW DQG WKH OLFHQVH DJUHHPHQW
DV D OLQNHG WUDQVDFWLRQ DQG ZKHWKHU WKH SXUFKDVH FRQVLGHUDWLRQ IRU WKH VKDUF
FRQVLGHUDWLRQ

YRU WKLV SXUSRVH ZLWK WKH DVVLVWDQFH RI LQWHUQDO VSHFLDOLVWV ZH DVVHVVHG WKH DS
HQWHUSULVH YDOXH $GGLWLRQDOO\ ZH JDLQHG DQ XQGHUVWDQGLQJ RI FHUWDLQ NH\ DVVXI
DSSURSULDWHQHVV RI NH\ DVVXPSWLRQV DQG WKH JURZWK UDWHV XVHG IRU WKH WHUPLQDO YD
WKH H[HFXWLYH GLUHFWRUV DQG FXUUHQW LQGXVWU\ VSHFLILF PDUNHW H[SHFWDWLRQV :H UH
SOQUQI SHIRG Z W WH P XG\ HDUS@Q SUHSDUHG B\ P DQDIHP HMAR! - XVA( 8 DQG DAVHWHG WH HIAMY SOQQLQI UHIDELMV B\ DQDO] LQJ KIWRUFDO
SMQ VR CAXDOYDUDQAHY |, Q DEGAMRYQ Z HFUMADID DWHWHG WHGVARXQADMYX\VHG B\ FARP SDUQJ WHP Z W WHDYH.DJHFRWR FDSIMICR! DSHHUJLRXS

‘LWK WKH DVVLVWDQFH RI LQWHUQDO VSHFLDOLVWYV ZH DOVR HYDOXDWHG WKH *URXS{V DSSUR
WKH GLVSRVHG VXEVLGLDU\

20 WKH EDVLV Rl WKH DXGLW SURFHGXUHV SHUIRUPHG ZH FRQFOXGHG WKDW WKH DFFRXQWLC

FRPSRQHQWV Rl FRQVLGHUDWLRQ KDV EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWK WKH DSSOLFDEOH
27+(5 ,1)250$7,21

7KH PDQDJHPHQW ERDUG RU WKH VXSHUYLVRU\ ERDUG DUH UHVSRQVLEOH IRU WKH RWKHU LQIRU

2 WKH VHSDUDWHO\ SXEOLVKHG 'HFODUDWLRQ RI &RUSRUDWH ODQDJHPHQW LQ DFFRUGDQFH WR
"'"HFODUDWLRQ RI FRUSRUDWH PDQDJHPHQW~

2 WKH FRPELQHG QRQ ILQDQFLDO JURXS VWDWHPHQW SURYLGHG LQ VHFWLRQ 36XVWDLQDELOLW\

2 WKH VHSDUDWHO\ SXEOLVKHG UHPXQHUDWLRQ UHSRUW DFFRUGLQJ WR ¥ $NW* WR ZKLF}
FRPELQHG PDQDJHPHQW UHSRUW

2 WKH RWKHU SDUWV RI WKH DQQXDO UHSRUW H[FHSW IRU WKH DXGLWHG FRQVROLGDWHG ILQI
DXGLWRUYfV UHSRUW

2XU DXGLW RSLQLRQV RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG RQ WKH FRPELQ
FRQVHTXHQWO\ ZH GR QRW H[SUHVV DQ RSLQLRQ RU DQ\ RWKHU IRUP RI DVVXUDQFH FRQFOXVLR(

,Q FRQQHFWLRQ ZLWK RXU DXGLW RXU UHVSRQVLELOLW\ LV WR UHDG WKH RWKHU LQIRUPDWLRQ

2LV PDWHULDOO\ LQFRQVLVWHQW ZLWK WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV ZLWK \
DXGLW RU

2 RWKHUZLVH DSSHDUV WR EH PDWHULDOO\ PLVVWDWHG

,] EDVHG RQ WKH ZRUN ZH KDYH SHUIRUPHG ZH FRQFOXGH WKDW WKHUH LV D PDWHULDO PLVVYV
IDFW :H KDYH QRWKLQJ WR UHSRUW LQ WKLV UHJDUG

]
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5(63216,%,/,7,(6 2) 7+( 0$1$*(0(17 %2$5"' $1' 7+(
683(59,625< %2$5' )25 7+( &2162/,'$7(" ),1$1&,$/
67$7(0(176 $1' 7+( &20%,1(' 0$1$*(0(17 5(3257

7KH PDQDJHPHQW ERDUG LV UHVSRQVLEOH IRU WKH SUHSDUDWLRQ RI WKH FRQVROLGDWHG ILQD!
$FFRXQWLQJ 6WDQGDUGY DV DGRSWHG E\ WKH (8 DQG WKH DGGLWLRQDO UHTXLUHPHQWYV RI *Hl
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQ FRPSOLDQFH ZLWK WKHVH UHTXLUHPHQWY JLYH
ILQDQFLDO SHUIRUPDQFH RI WKH JURXS ,Q DGGLWLRQ WKH PDQDJHPHQW ERDUG LV UHVSRQVLE
HODEOH WKH SUHSDUDWLRQ RI FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY WKDW DUH IUHH IURP
UHSRUWLQJ DQG PLVDSSURSULDWLRQ RI DVVHWY RU HUURU

,Q SUHSDULQJ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY WKH PDQDJHPHQW ERDUG LV UH
FRQFHUQ 7KH\ DOVR KDYH WKH UHVSRQVLELOLW\ IRU GLVFORVLQJ DV DSSOLFDEOH PDWWHUV U
UHSRUWLQJ EDVHG RQ WKH JRLQJ FRQFHUQ EDVLV RI DFFRXQWLQJ XQOHVV WKHUH LV DQ LQWH
UHDOLVWLF DOWHUQDWLYH EXW WR GR VR

JXUWKHUPRUH WKH PDQDJHPHQW ERDUG LV UHVSRQVLEOH IRU WKH SUHSDUDWLRQ RI WKH FRPEL
YLHZ RI WKH JURXS{fV SRVLWLRQ DQG LV LQ DOO PDWHULDO UHVSHFWV FRQVLVWHQW ZLWK \
UHTXLUHPHQWY DQG DSSURSULDWHO\ SUHVHQWYV WKH RSSRUWXQLWLHY DQG ULVNV RI IXWXUH
VXFK DUUDQJHPHQWY DQG PHDVXUHV V\VWHPV DV WKH\ KDYH FRQVLGHUHG QHFHVVDU\ WR HQD
DFFRUGDQFH ZLWK WKH DSSOLFDEOH *HUPDQ OHJDO UHTXLUHPHQWY DQG WR EH DEOH WR SL
FRPELQHG PDQDJHPHQW UHSRUW

7KH VXSHUYLVRU\ ERDUG LV UHVSRQVLEOH IRU RYHUVHHLQJ WKH JURXSTV ILQDQFLDO UHSRU
VWDWHPHQWY DQG RI WKH FRPELQHG PDQDJHPHQW UHSRUW

$8',725x6 5(63216,%,/,7,(6 )25 7+( $8',7
2) 7+( &2162/,'$7(" ),1$1&,$/ 67$7(0(176 $1°
2) 7+( &20%,1(' 0$1$*(0(17 5(3257

2XU REMHFWLYHV DUH WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU WKH FRQVROL
PLVWWDWHPHQW ZKHWKHU GXH WR IUDXG RU HUURU DQG ZKHWKHU WKH FRPELQHG PDQDJHPHQ
SRVLWLRQ DQG LQ DOO PDWHULDO UHVSHFWV LV FRQVLVWHQW ZLWK WKH FRQVROLGDWHG ILQD
WKH *HUPDQ OHJDO UHTXLUHPHQWY DQG DSSURSULDWHO\ SUHVHQWY WKH RSSRUWXQLWLHV DQC
WKDW LQFOXGHV RXU RSLQLRQV RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG RQ WKH

5HDVRQDEOH DVVXUDQFH LV D KLJK OHYHO RI DVVXUDQFH EXW LV QRW D JXDUDQWHH WKDW D¢
5HJXODWLRQ DQG LQ FRPSOLDQFH ZLWK *HUPDQ *HQHUDOO\ $FFHSWHG 6WDQGDUGV IRU )LQEL
:LUWVFKDIWVSU+IHU ,': ZLOO DOZD\V GHWHFW D PDWHULDO PLVVWDWHPHQW OLVVWDWHPHQW)\
LQGLYLGXDOO\ RU LQ WKH DJJUHJDWH WKH\ FRXOG UHDVRQDEO\ EH H[SHFWHG WR LQIOXHQF
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKLV FRPELQHG PDQDJHPHQW UHSRUW

‘H H[HUFLVH SURIHVVLRQDO MXGJPHQW DQG PDLQWDLQ SURIHVVLRQDO VNHSWLFLVP WKURXJKR X!

2 LGHQWLI\ DQG DVVHVV WKH ULVNV RI PDWHULDO PLVVWDWHPHQW Rl WKH FRQVROLGDWHG ILQEL
GXH WR IUDXG RU HUURU GHVLJQ DQG SHUIRUP DXGLW SURFHGXUHV UHVSRQVLYH WR WKRVH UL
SURYLGH D EDVLV IRU RXU DXGLW RSLQLRQV 7KH ULVN Rl QRW GHWHFWLQJ D PDWHULDO PLVVW|
PDWHULDO PLVVWDWHPHQW UHVXOWLQJ IURP HUURU DV IUDXG PD\ LQYROYH FROOXVLRQ IRUJ
LQWHUQDO FRQWUROV

2 REWDLQ DQ XQGHUVWDQGLQJ RI LQWHUQDO FRQWUROV UHOHYDQW WR WKH DXGLW RI WKH FR

UHOHYDQW WR WKH DXGLW RI WKH FRPELQHG PDQDJHPHQW UHSRUW LQ RUGHU WR GHVLJQ DXGL
WKH SXUSRVH RI H[SUHVVLQJ DQ DXGLW RSLQLRQ RQ WKH HIITHFWLYHQHVYVY RI WKH LQWHUQDO FR

]
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2 HYDOXDWH WKH DSSURSULDWHQHVV RI DFFRXQWLQJ SROLFLHV XVHG E\ WKH PDQDJHPHQW ERD
ERDUG DQG UHODWHG GLVFORVXUHYV

2 FRQFOXGH RQ WKH DSSURSULDWHQHVV RI WKH PDQDJHPHQW ERDUGYTV XVH RI WKH JRLQJ FR
REWDLQHG ZKHWKHU D PDWHULDO XQFHUWDLQW\ H[LVWV UHODWHG WR HYHQWV RU FRQGLWLRQ
JRLQJ FRQFHUQ ,I ZH FRQFOXGH WKDW D PDWHULDO XQFHUWDLQW\ H[LVWV ZH DUH UHTXLUHG V
WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG LQ WKH FRPELQHG PDQDJHPHQW UHSRUW R
RSLQLRQV 2XU FRQFOXVLRQV DUH EDVHG RQ WKH DXGLW HYLGHQFH REWDLQHG XS WR WKH GDW
FDXVH WKH JURXS WR FHDVH WR EH DEOH WR FRQWLQXH DV D JRLQJ FRQFHUQ

2 HYDOXDWH WKH RYHUDOO SUHVHQWDWLRQ VWUXFWXUH DQG FRQWHQW RI WKH FRQVROLGDW
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY SUHVHQW WKH XQGHUO\LQJ WUDQVDFWLRQV DQG HYH
DQG IDLU YLHZ RI WKH DVVHWY OLDELOLWLHYV ILQDQFLDO SRVLWLRQ DQG ILQDQFLDO SHUIRUPD
DGRSWHG E\ WKH (8 DQG WKH DGGLWLRQDO UHTXLUHPHQWY RI *HUPDQ FRPPHUFLDO ODZ SXUVXIL

2 SODQ DQG SHUIRUP WKH JURXS DXGLW WR REWDLQ VXIILFLHQW DSSURSULDWH DXGLW HYLGHC
XQLWYV ZLWKLQ WKH JURXS DV D EDVLV IRU IRUPLQJ WKH DXGLW RSLQLRQV RQ WKH FRQVROLGD)
‘H DUH UHVSRQVLEOH IRU WKH GLUHFWLRQ VXSHUYLVLRQ DQG UHYLHZ RI WKH DXGLW ZRUN ¢
UHVSRQVLEOH IRU RXU DXGLW RSLQLRQV

2 HYDOXDWH WKH FRQVLVWHQF\ RI WKH FRPELQHG PDQDJHPHQW UHSRUW ZLWK WKH FRQVROLGI
WKH YLHZ RI WKH JURXSTV SRVLWLRQ LW SURYLGHYV

2 SHUIRUP DXGLW SURFHGXUHV RQ WKH SURVSHFWLYH LQIRUPDWLRQ SUHVHQWHG E\ WKH PDQDJ
RI' VXIILFLHQW DSSURSULDWH DXGLW HYLGHQFH ZH HYDOXDWH LQ SDUWLFXODU WKH VLJQLILF
SURVSHFWLYH LQIRUPDWLRQ DQG HYDOXDWH WKH SURSHU GHULYDWLRQ RI WKH SURVSHFWLYH
RSLQLRQ RQ WKH SURVSHFWLYH LQIRUPDWLRQ DQG RQ WKH DVVXPSWLRQV XVHG DV D EDVLV 7K
PDWHULDOO\ IURP WKH SURVSHFWLYH LQIRUPDWLRQ

‘H FRPPXQLFDWH ZLWK WKRVH FKDUJHG ZLWK JRYHUQDQFH UHJDUGLQJ DPRQJ RWKHU PDWWHU
DXGLW ILQGLQJV LQFOXGLQJ DQ\ VLIJQLILFDQW GHILFLHQFLHV LQ LQWHUQDO FRQWUROV WKDW Z

‘:H DOVR SURYLGH WKRVH FKDUJHG ZLWK JRYHUQDQFH ZLWK D VWDWHPHQW WKDW ZH KDYH F
FRPPXQLFDWH ZLWK WKHP DOO UHODWLRQVKLSY DQG RWKHU PDWWHUV WKDW PD\ UHDVRQDEO\ E
DFWLRQV WDNHQ RU VDIHIJXDUGY DSSOLHG WR HOLPLOQDWH LQGHSHQGHQFH WKUHDWYV

JURP WKH PDWWHUV FRPPXQLFDWHG ZLWK WKRVH FKDUJHG ZLWK JRYHUQDQFH ZH GHWHUPLQH
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV RI WKH FXUUHQW SHULRG DQG DUH WKHUHIRUH WKH
XQOHVVY ODZ RU UHJXODWLRQ SUHFOXGHYVY SXEOLF GLVFORVXUH DERXW WKH PDWWHU

27+(5 /(*$/ $1' 5(*8/$725< 5(48,5(0(176

5(3257 21 7+( $6685%$1&( 21 7+(
(/(&7521,& 5(1'(5,1* 2) 7+( &2162/,'$7(" ),1$1&,$/
67$7(0(176 $1' 7+( &20%,1(' 0$1$*(0(17 5(3257

35(3$5(' )25 38%/,&$7,21 385326(6 ,1
$8&8&25'$1&( :,7+ 6(&7,21 $ +*%

$VVXUDQFH 2SLQLRQ

‘H KDYH SHUIRUPHG DVVXUDQFH ZRUN LQ DFFRUGDQFH ZLWK t D +*% WR REWDLQ UHDVI
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKH FRPELQHG PDQDJHPHQW UHSRUW KHUHLC
S(YRWHFB.$X./%B BGH [EUL° DQG SUHSDUHG IRU SXEOLFDWLRQ SXUSRVHV FRPSOLHV LQ
t +*% IRU WKH HOHFWURQLF UHSRUWLQJ IRUPDW 3(6() IRUPDW’ ,Q DFFRUGDQFH ZLWK *HU
WR WKH FRQYHUVLRQ RI WKH LQIRUPDWLRQ FRQWDLQHG LQ WKH FRQVROLGDWHG ILQDQFLDO VW
DQG WKHUHIRUH UHODWHY QHLWKHU WR WKH LQIRUPDWLRQ FRQWDLQHG ZLWKLQ WKHVH UHQGHU

]
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,Q RXU RSLQLRQ WKH UHQGHULQJ Rl WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKH FF
DERYH DQG SUHSDUHG IRU SXEOLFDWLRQ SXUSRVHV FRPSOLHV LQ DOO PDWHULDO UHVSHFWV Z
IRUPDW %H\RQG WKLV DVVXUDQFH RSLQLRQ DQG RXU DXGLW RSLQLRQ RQ WKH DFFRPSDQ\LQ
FRPELQHG PDQDJHPHQW UHSRUW IRU WKH ILQDQFLDO \HDU IURP -DQXDU\ WR 'HFHPEHU

FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG RI WKH FRPELQHG PDQDJHPHQW UHSRUW’  DERY
FRQWDLQHG ZLWKLQ WKHVH UHQGHULQJYV RU RQ WKH RWKHU LQIRUPDWLRQ FRQWDLQHG LQ WKH |

%DVLV IRU WKH $VVXUDQFH 2SLQLRQ

‘H FRQGXFWHG RXU DVVXUDQFH ZRUN RQ WKH UHQGHULQJ RI WKH FRQVROLGDWHG ILQDQFLDO V
ILOH LGHQWLILHG DERYH LQ DFFRUGDQFH ZLWK t D +*% DQG WKH ,': $VVXUDQFH 6WDQGDUG
6WDWHPHQWY DQG ODQDJHPHQW 5HSRUWY 3UHSDUHG IRU 3XEOLFDWLRQ 3XUSRVHV LQ $FFRU(
UHVSRQVLELOLW\ LQ DFFRUGDQFH WKHUHZLWK LV IXUWKHU GHVFULEHG LQ WKH 3$XGLWRUTV 5
VHFWLRQ 2XU DXGLW ILUP KDV DSSOLHG WKH UHTXLUHPHQWY RI WKH ,': 4XDOLW\ ODQDJHPHQW ¢
JLUP ,': 406

5HVSRQVLELOLWLHV RI WKH ODQDJHPHQW %RDUG DQG WKH 6XSHUYLVRU\ %RDUG IRU WKH (6() 'RFXPHQV
7KH PDQDJHPHQW ERDUG Rl WKH FRPSDQ\ LV UHVSRQVLEOH IRU WKH SUHSDUDWLRQ RI WKH (6()
ILQDQFLDO VWDWHPHQWY DQG WKH FRPELQHG PDQDJHPHQW UHSRUW LQ DFFRUGDQFH ZLWK ft
ILQDQFLDO VWDWHPHQWY LQ DFFRUGDQFH ZLWK t VHQWHQFH 1R  +*%

,Q DGGLWLRQ WKH PDQDJHPHQW ERDUG RI WKH FRPSDQ\ LV UHVSRQVLEOH IRU VXFK LQWHUQE
SUHSDUDWLRQ RI (6() GRFXPHQWVY WKDW DUH IUHH IURP PDWHULDO LQWHQWLRQDO RU XQLQWHQ
WKH HOHFWURQLF UHSRUWLQJ IRUPDW

7KH VXSHUYLVRU\ ERDUG LV UHVSRQVLEOH IRU RYHUVHHLQJ WKH SURFHVYV IRU SUHSDULQJ WKH (

$XGLWRUGYV 5HVSRQVLELOLWLHY IRU WKH $VVXUDQFH :RUN RQ WKH (6() GRFXPHQWYV

2XU REMHFWLYH LV WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU WKH (6() GRFXPHC
FRPSOLDQFH ZLWK WKH UHTXLUHPHQWYVY RI ft +*% H H[HUFLVH SURIHVVLRQDO MXGJPHQ\
DVVXUDQFH ZRUN :H DOVR

2 LGHQWLI\ DQG DVVHVV WKH ULVNV Rl PDWHULDO LQWHQWLRQDO RU XQLQWHQWLRQDO QRQ FRP
DVVXUDQFH SURFHGXUHV UHVSRQVLYH WR WKRVH ULVNV DQG REWDLQ DVVXUDQFH HYLGHQFH W
RSLQLRQ

2 REWDLQ DQ XQGHUVWDQGLQJ RI LQWHUQDO FRQWURO UHOHYDQW WR WKH DVVXUDQFH RQ WK}
DSSURSULDWH LQ WKH FLUFXPVWDQFHV EXW QRW IRU WKH SXUSRVH RI H[SUHVVLQJ DQ DVVXUDQ

2 HYDOXDWH WKH WHFKQLFDO YDOLGLW\ RI WKH (6() GRFXPHQWY L H ZKHWKHU WKH ILOH FR
'"HOHIJDWHG 5HJXODWLRQ (8 LQ WKH YHUVLRQ LQ IRUFH DW WKH GDWH RI WKH ILQDQFLD
ILOH

2 HYDOXDWH ZKHWKHU WKH (6() GRFXPHQWY SURYLGH DQ ;+70/ UHQGHULQJ ZLWK FRQWHQW HTXL
WR WKH DXGLWHG FRPELQHG PDQDJHPHQW UHSRUW

2 HYDOXDWH ZKHWKHU WKH WDJJLQJ RI WKH (6() GRFXPHQWYV ZLWK ,QOLQH ;%5/ WHFKQRORJ\ L ;%

RI WKH '"HOHJDWHG 5HIJXODWLRQ (8 LQ WKH YHUVLRQ LQ IRUFH DW WKH GDWH RI WKH
PDFKLQH UHDGDEOH ;%5/ FRS\ RI WKH ;+70/ UHQGHULQJ

)857+(5 ,1)250%7,21 38568%$17 72 $57,&/(
2) 7+( (8 $8',7 5(*8/%$7,21

‘H ZHUH HOHFWHG DV DXGLWRU E\ WKH DQQXDO JHQHUDO PHHWLQJ RQ -XQH ‘H ZHUH HQJD
EHHQ WKH DXGLWRU RI (YRWHF 6( ZLWKRXW LQWHUUXSWLRQ VLQFH WKH ILQDQFLDO \HDU

]



$8',725 6 5(325]

‘H GHFODUH WKDW WKH DXGLW RSLQLRQV H[SUHVVHG LQ WKLV DXGLWRUfV UHSRUW DUH FRQVL
$UWLFOH Rl WKH (8 $XGLW 5HIXODWLRQ ORQJ IRUP DXGLW UHSRUW

27+(5 0$77(5 O 86( 2) 7+( $8',725x6 5(3257
2XU DXGLWRUYV UHSRUW PXVW DOZD\V EH UHDG WRJHWKHU ZLWK WKH DXGLWHG FRQVROLGDWH
DV ZHOO DV WKH DVVXUHG (6() GRFXPHQWY 7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG
2 LIQFOXGLQJ WKH YHUVLRQV WR EH SXEOLVKHG LQ WKH *HUPDQ &RPSDQ\ 5HJLVWHU 2 DUH PHUH

VWDWHPHQWY DQG WKH DXGLWHG FRPELQHG PDQDJHPHQW UHSRUW DQG GR QRW WDNH WKHLU
FRQWDLQHG WKHUHLQ DUH WR EH XVHG VROHO\ WRJHWKHU ZLWK WKH DVVXUHG (6() GRFXPHQWYV

*(50%1 38%/,& $8',725 5(63216,%/(
)25 7+( (1*$*(0(17

7KH *HUPDQ 3XEOLF $XGLWRU UHVSRQVLEOH IRU WKH HQJDJHPHQW LV -XOI

%HUOLQ $SULO

%'2 $*
LUWVFEFKDIWVSU*IXQJVIHVHOOVFKDIW

6DUWRUL :LUWK
LUWVFKDIWVSU«IHULQ LUWVFKDIWVSU«IHULQ
*HUPDQ 3XEOLF $XGLWRU *HUPDQ 3XEOLF $XGLWRU



5SHVSRQVLELOL)
VWDWHPHQW

7R WKH EHVW Rl RXU NQRZOHGJH DQG LQ DFFRUGDQFH ZLWK
WKH DSSOLFDEOH UHSRUWLQJ SULQFLSOHV WKH &RQVROLGDWHG
J)LQDQFLDO 6WDWHPHQWY JLYH D WUXH DQG IDLU YLHZ Rl WKH
DVVHWY OLDELOLWLHV ILQDQFLDO SRVLWLRQ DQG ILQDQFLDO
UHVXOWV RI WKH *URXS DQG WKH *URXS ODQDJHPHQW

5HSRUW ZKLFK KDV EHHQ FRPELQHG ZLWK WKH
ODQDJHPHQW 5HSRUW RI (YRWHF 6( IRU WKH ILQDQFLDO

\HDU LQFOXGHV D IDLU UHYLHZ RI WKH GHYHORSPHQW

DQG SHUIRUPDQFH RI WKH EXVLQHVV DQG WKH SRVLWLRQ RI
WKH *URXS WRJHWKHU ZLWK D GHVFULSWLRQ RI WKH SULQFLSDO
RSSRUWXQLWLHVY DQG ULVNV DVVRFLDWHG ZLWK WKH H[SHFWHG
GHYHORSPHQW RI WKH *URXS

(YRWHF 6(
7KH ODQDJHPHQW %RDUG
+DPEXUJ ODUFK

'U &KULVWLDQ :RMF]JHZVNL
&KLHI ([HEXWLYH 2IILFHU

3DXO +LWFKLQ $XUOOLH 'DOELH] 'U &RUG 'RKUPDQQ
&KLHI )LOQDQFLDO 2IILFKRKLHI 3BHRSOH 2IILFHU&KLHI 6FLHQWLILF 2IILFHU



$SSHQGL]

$33(1',: $ '.6&/2685( 2) . 1&25325%$7.21 %< 5()(5(L&(

(656 ',6&/2685( 5(48,5(A@T5325$7,21 %< 5()(5(1&(

(656 %3 G 6HH RXU $QQXDO 5HSRUW LQ WKH ,QIRUPDWLRQ 7HFKQRORJ\ 5LVNV VHFWLRQ IRU
FRUUHVSRQGLQJ WR LQWHOOHFWXDO SURSHUW\ NQRZ KRZ RU WKH UHVXOWV RI I

(656 %3 H 6HH RXU 2XWORRN Rl WKH $QQXDO 5HSRUW RQ LQIRUPDWLRQ RQ WKH GLVFORVXU
FRXUVH Rl QHJRWLDWLRQ

(656 *RY 6HH WKH UHPXQHUDWILRDHURDREW LLIRQRXW WKH (YRWHF :HEVLWH IRU LQIRUPDWLR

FRQVLGHUDWLRQV LQ PDQDJHPHQW LQFHQWLYH VFKHPH

(656 ( $5 D G

6HHE* SHUIRIUPDQEH DQGIEWBRQVRIL@®XU ZHEVLWH IRU LQIRUPDWLRQ RQ HPLVVLRQ
DVVXPSWLRQV HPLVVLRQV IDFWRUV DQG WKH *:3

$33(1"'.; % 6&23(

(0,66,216

7$%/( % 6&23( ,17(16,7< 7$5*(7 3(5)250%$1&(

1% 25 $6 ,1',&$7("
(%.7'$

3HUVRQQHO &RVW

(%,7'$ 3HUVRQQHO &RVW

3XUFKDVHG *RRGV DO 6 HUYLFHV W&2

&DSLWDO *RRGV W&2

(PLVVLRQWH W&2

,QWHQVLW\9MEXH $GGCGHGLPW &2

&KDQJH RQ %<

7$%/( % 1(7 =(52 ,17(16,7< 7$5*(7 3(5)250$1&(

7TRWDO 6FRSH

LQWHQVLW\ W&2 H 9DBXHP$GGHG W&2

&KDQJH RQ %<

| 19 | | |

6%7L UHOHYDQW SHUIRUPDQFH PHDVXUHPHQW



7$%/( % 6833/,(5 (1*$*(0(17 3(5)250%$1&(

735 (7 829 (53" ( [ N I

3XUFKDVHG JRRGV DQK¥ VHUYLFHV Wg&2
&DSLWDO JRRGV W&2
(PLVVLRQWH W&2

6XSSOLHUV ZLWK 6%7V WRWDO HPLVVLRQV 1%
3XUFKDVHG JRRGV DQK¥ VHUYLFHV Wg&2 1%
&DSLWDO JRRGV W&2 1%

RI VXSSOLHUYV E\ HPLVVLRQV

$33(1'.. & '$7%$ 32,176 7+$7 '(5.9( )520 27+(5 (8 /(*,6/$7,21

7KH WDEOH EHORZ LQFOXGHY DOO RI WKH GDWD SRLQWY WKDW GHULYH IURP RWKHU (8 OHJLVOD)
SRLQWY DUH DVVHVVHG DV pQRW PDWHULDOY DQG ZKHUH WKH PDWHULDO GDWD SRLQWYVY FDQ EH

5(0)(5(1&(6

',6&/2685( % (1&+ 0$5. (8 &/,087( 127

5(48,5(0(17|" ' 6(&7,

(656 *29 G %RDUG V JHQGHU GLYHUVLW\ [ [ 0D W H|U L i
3HUFHQWDJH RI ERDUG PHPEHUV ZKR DUH [ O

(656 *29 H LQGHSHQGHQW 0DWHULDO

(656 *29 BWDWHPHQW RQ GXH GLOLJHQFH [ oDWH|ULDD
,QYROYHPHQW LQ DFWLYLWLH UH[)DWHF WR IRVV[LO IXHO [

(656 6%0 G L|DFWLYLWLHV 1RW PDWHULDO
,QYROYHPHQW LQ DFWLYLWLHY UHODWHG WR FKHPLFDO

(656 6%0 G LLSURGXFWLRQ [ [ 1RW PDWHULDO
,QYROYHPHQW LQ DFWLYLWLH UH[)DWHG WR FRQ\f\;URYHUVLBO

(656 6%0 G LLEZHDSRQV 1RW PDWHULDO
,QYROYHPHQW LQ DFWLYLWLHY UHODWHG WR FXOWLYDWLRQ

(656 6%0 G LYDQG SURGXFWLRQ RI WREDFFR [ 1RW PDWHULDO
7UDQVLWLRQ SODQ WR UHDFK FOLPDWH QHXWUDOLW\ E\ ODWHULDO QRW

(656 ( [ VWDWHG
8QGHUWDNLQJV H[FOXGHG IURP 3DULV DOLJQHG

(656 ( J EHQFKPDUNYV [ [ 1RW PDWHULDO

(656 ( *+* HPLVVLRQ UHGXFWLRQ WDUJHWYV [ [ 0DWH|U LD

(QHUJ\ FRQVXPSWLRQ IURP IRVVLO|VRXUFHYV
GLVDJJUHJDWHG E\ VRXUFHV RQO|| KLJK FOLPDWH

(656 ( LPSDFW VHFWRUYV 1RW PDWHULDO
(656 ( (QHUJ\ FRQVXPSWLRQ DQG PL]J [ 0DWH|UL B
G556 | (QHUJ\ LQWHQVLW\ DVVRFLDWHG Z[_WK DEWLYLWLHV LQ KLIK| o oo imoo
FOLPDWH LPSDFW VHFWRUV
(656 ( *URVV 6FRSH DQG 7RWDO| *+*[HPLVVILROQV [ 0DWH|U L bd
(656 ( *URVV *+* HPLVVLRQV LQWHQVLW\[ [ [ 0DWH|U L&D
(656 ( *+* UHPRYDOV DQG FDUERQ FUHGLWYV [l 1RW PDWHULDO
([SRVXUH Rl WKH EHQFKPDUN SRUWIROLR WR FOLPDWH ODWHULDO QRW
(656 ( UHODWHG SK\VLFDO ULVNV [ VWDWHG
'"LVDJJUHJDWLRQ RI PRQHWDU\ DPRXQWV |[E\ DFXWH
D DQG FKURQLF SK\VLFDO ULVN |/[RFOWLRQ|RI VLJQLILFDQW ODWHULDO QRW
(656 ( F DVVHWVY DW PDWHULDO SK\VLFDO ULVN VWDWHG
%UHDNGRZQ RI WKH FDUU\LQJ [YDOXH RI LWV UHDO|HVWDWH | ODWHULDO QRW
(656 ( F DVVHWYV E\ HQHUJ\ HIILFLHQF\ |FODVVHV VWDWHG

]



'"HJUHH RI H[SRVXUH RI WKH SRUWIROLR WR FOLPDWH ODWHULDPO QRW
(656 ( F UHODWHG RSSRUWXQLWLHYV VWDWHG
$PRXQW RI HDFK SROOXWDQW OLVWHG|LQ $QQH][ ,, RI
WKH ( 3575 5HIXODWLRQ HPLWWHG WR|DLU ZDWHU ODWHULPO QRW
(656 ( DQG VRLO [ VWDWHG
1RW PDW
VWDWHG
(656 ( ':DWHU DQG PDULQH UHVRXUFHV| YROXQw| O
(656 ( '"HGLFDWHG SROLF\ [ 1RW PDWHULDO
(656 ( 6XVWDLQDEOH RFHDQV DQG VHD| 1RW PDWHULDO
(656 ( F 7RWDO ZDWHU UHF\FOHG DQG UHXVHG 1RW PDWHULDO
1RW PDWHULDO
7RWDO ZDWHU FRQVXPSWLRQ LQ|P SHU QHW VWDWHG
(656 ( UHYHQXH RQ RZQ RSHUDWLRQV [ YROXQWP U LD\
(656  6%¢
( D L [ 1RW PDWHULDO
(656  6%¢
( E [ 1RW PDWHULDO
(656  6%¢
( F [ 1RW PDWHULDO
6XVWDLQDEOH ODQG DJULFXOW|XUH SUDFWLFHV RU
(656 ( E SROLFLHV [ 1RW PDWHULDO
(656 ( F 6XVWDLQDEOH RFHDQV VHDV SUDFWL[FHV RU SROLFLHV | 1RW PDWHULDO
(656 ( G 3ROLFLHV WR DGGUHVV GHIRUHVYWDWLRQ 1RW PDWHULDO
(656 ( G 1RQ UHF\FOHG ZDVWH [ 0DWHULBED
(656 ( +D]DUGRXV ZDVWH DQG UDGLURDEWLYH|ZDVWH 0DWHULBED
(656  6%¢
6 5LVN RI LQFLGHQWYVY RI IRUFHG GDERXU 0DWHULED
(656  6%¢
6 J 5LVN RI LQFLGHQWYVY RI FKLOG OPERXU 0DWHULED
(656 6 +XPDQ ULJKWV SROLF\ FRPPLWPHQWYV 0DWHULED
‘XH GLOLJHQFH SROLFLHY RQ LVVXHV DGGUHVVHG E\
WKH IXQGDPHQWDO ,QWHUQDWLRQDO /DERU
(656 6 2UJDQLVDWLRQ &RQYHQWLRQV WR [ 0DWHULED
3URFHVVHV DQG PHDVXUHV IRU SUHYHQWLQJ
(656 6 WUDIILFNLQJ LQ KXPDQ EHLQJV | 0DWHULRED
‘RUNSODFH DFFLGHQW SUHYHQWLRQ SROLF\ RU
(656 6 PDQDJHPHQW V\VWHP [ 0DWHULBED
(656 6 F *ULHYDQFH FRPSODLQWY KDQGO[LQJ PHFKDQLVPV 0DWHULRD
E DQGXPEHU RI IDWDOLWLHY DQG QXPEHU DQG UDWH RI
(656 6 ZRUN UHODWHG DFFLGHQWYV [ [ 0DWHUL I
1XPEHU RI GD\V ORVW WR LQMXULHV DFFLGHQWYV
(656 6 H IDWDOLWLHV RU LOOQHVYV [ 0DWHUL I
(656 6 D 8QDGMXVWHG JHQGHU SD\ JDS [ [ 1RW PDWHULDO
(656 6 E ([FHVVLYH &(2 SD\ UDWLR [ 1RW PDWHULDO
ODWHULDO QRW
(656 6 D |,QFLGHQWYV RI GLVFULPLQDWLRQ | VWDWHG

]



1RQ UHVSHFW RI 81*3V RQ %XVLQHVV DQG +XPDQ ODWHULDO QRW
(656 5LIKWV DQG 2(&' [ [ VWDWHG
(656 6%0 = 6LJQLILFDQW ULVN RI FKLOG ODERXU RU IRUFHG ODERXU LQ
6 WKH YDOXH FKDLQ [ 0DWH|UL LD
(656 +XPDQ ULJKWV SROLF\ FRPPLWPHQWYV 0DWHULBED
(656 3ROLFLHY UHODWHG WR YDOXH FKDLQ ZRUNHUYV 0DWH|ULRD
1RQ UHVSHFW RI 81*3V RQ %XVLQHVV DQG ODWHULPO QRW
(656 +XPDQ 5LJKWV SULQFLSOHV DQQ@|2(&' JXLGHOLQHV VWDWHG
"XH GLOLJHQFH SROLFLHV RQ LVVXHV DGGUHVVHG E\
WKH IXQGDPHQWDO ,QWHUQDWLRQDO /DERU ODWHULPO OQRW
(656 2UJDQLVDWLRQ &RQYHQWLRQV WR [ VWDWHG
+XPDQ ULJKWV LVVXHV DQG LQFLGHQWYV FRQQHFWHG
(656 WR LWV XSVWUHDP DQG GRZQVWUHDP YDOXH FKDLQ 0DWH\U LDD
(656 +XPDQ ULJKWV SROLF\ FRPPLWPHQWYV 1RW PDWHULDO
+XPDQ 5LJKWV ,/2 SULQFLSQOHV RU DQG 2(&'
(656 JXLGHOLQHV [ [ 1RW PDWHULDO
(656 +XPDQ ULJKWV LVVXHV DQG LQF[GHQWV 1RW PDWHULDO
(656 3ROLFLHVY UHODWHG WR FRQVXPHUV DQG HQG XVHUYV 1RW PDWHULDO
1RQ UHVSHFW RI 81*3V RQ %XVLQHVV DQG
(656 +XPDQ 5LJKWV DQG 2(&' JXLGHO[QHYV [ 1RW PDWHULDO
(656 +XPDQ ULJKWV LVVXHV DQG LQF[GHQWV 1RW PDWHULDO
(656 8QLWHG 1DWLRQV &RQYHQWLRQ[DPJDLQVW &RUUXSWLRQ 1RW PDWHULDO
(656 BURWHFWLRQ RI ZKLVWOH EQRZHUV 0DWHU LDD
JLQHV IRU YLRODWLRQ RI DQWL FRUUXSWLRQ DQG DQWL | ODWHULDPO QRW
(656 EULEHU\ ODZV [ [ VWDWHG
(656 6WDQGDUGV RI DQWL FRUUXSWIRQ DQG DQWL EULEHU\ 0D W H\U LIDD




$33(1',; ' /.67 2) 7+( '.6&/2685( 5(48,5(0(176

$SSHQGL[ ' GHWDLOV DOO (656 GLVFORVXUH UHTXLUHPHQWYV IURP (656 DQG WKH PDWHULDO W
'LVFORVXUH UHTXLUHPHQWY IURP WRSLFDO VWDQGDUGV ( 6 DQG 6 KDYH EHHQ H[FOXGHG D\
PDWHULDO EXW YROXQWDULO\ DGGHG 7KHVH WDEOHV VHUYH DV D JXLGH WR ORFDWLQJ VSHFL
LQGLFDWH LQVWDQFHV ZKHUH VXFK LQIRUPDWLRQ LV SURYLGHG HOVHZKHUH :KHUH GLVFORVXUL

7$%/( " *(1(5%/ '.6&/2685(6 &5266 &877,1* 67$1'$5'6

3$*($'",7,21%$/ ,1)250%7,21

(656 &2'( ',68&/2685( 5(48,5(0(17

%3 *HQHUDO EDVLV IRU SUHSDUDWLRQ RI WKH VXVWDLQDELOLN\ VWDWHPHQW
% 3 'LVFORVXUHV LQ UHODWLRQ WR VSHFLILF FLUFXPVWPQFH\L]
'DWD SRLQWV WKDW GHULYH IURP RWKHU (8 OHJLVODWLRIQ]
*29 7KH UROH Rl WKH DGPLQLVWUDWLYH PDQDJHPHQW DQG VXSHUYLVRU\ ERGLHV
,QIRUPDWLRQ SURYLGHG WR DQG VXVWDLQDELOLW\ PDWWHUV DGGUHVVHG E\ WKH XQGH
*29 DGPLQLVWUDWLYH PDQDJHPHQW DQG VXSHUYLVRU\|ERGLILY
x29 ,QWHJUDWLRQ RI VXVWDLQDELOLW\ UHODWHG SHUIRUPDQEH LQ LQFHQWLYH VEKHPHV
x29 BWDWHPHQW RQ VXVWDLQDELOLW\ GXH GLOLJHQFH [
*29 5LVN PDQDJHPHQW DQG LQWHUQDO FRQWUROV RYHU| VXVWIOLQDELOLW\ UHSRUWLQJ
6% 0 6WUDWHJ\ EXVLQHVV PRGHO DQG YDOXH FKDLQ SURGXFWM| PDUNHWYV FXVWRPHUV
6% 0 6WUDWHJ\ EXVLQHVV PRGHO DQG YDOXH FKDLQ KHDGERXQW E\ FRXQWU\
6%0 6WUDWHJ\ EXVLQHVV PRGHO DQG YDOXH FKDLQ EUHDNGRZQ RI UHYHQXH
6%0 ,QWHUHVWY DQG YLHZV RI VWDNHKROGHUYV O
6%0 ODWHULDO ,52 DQG WKHLU LQWHUDFWLRQ ZLWK VWUDWHJLCDQG EXVLQHVV PRGHO
'"HVFULSWLRQ RI WKH SURFHVVHV WR LGHQWLI\ DQG DVVHVV| PDWHULDO LPSDFWV ULVN
52 RSSRUWXQLWLHV O
'LVFORVXUH UHTXLUHPHQWYV LQ (656 FRYHUHG E\ WKH XQGHUWDNLQJTV VXVWDLQDELOL\
.52 VWDWHPHQW I




7$%/(

(19.5210(173%/ 67%$1'$5'6

(656 &2'( ',6&/2685( 5(48,5(0(17

$',7,21%/ ,1)250%7,21

(87 2YHUYLHZ O
5226 ,QWHJUDWLRQ RI VXVWDLQDELOLW\ UHODWHG SHUIRUPDIQIFH LQ|LQFHQWLYH VFKHPHYV
( 7UDQVLWLRQ SODQ IRU FOLPDWH FKDQJH PLWLJDWLRQ 1RW VWDWHG
(656 ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV DQGKHLU 6WWWHGFVQL R QDEWHU VODWCHUI
6% 0 PRGHO = LPSDFWV ULVNV DQG RSSRU\
BWDWHG LQ FKDSWHU 3URFEH)
(656 52 HVFULSWLRQ Rl WKH SURFHVVHV WR LGHQWLI\ DQG DVVHVV PD NLHGUHLQDVQLII:\OIEE%WDHV\L/Jﬁ&i\PVgS\?VHL
DQG RSSRUWXQLWLHYV =
LPSDFWV ULVNV DQG RSSRU\
( 3ROLFLHY UHODWHG WR FOLPDWH FKDQJH PLWLJDWLRQ|DIQG DGDSWDWLRQ
( $FWLRQV DQG UHVRXUFHV LQ UHODWLRQ WR FOLPDWH RKDQJH SROLFLHV
( 7DUJHWYV UHODWHG WR FOLPDWH FKDQJH PLWLJDWLRQ HOG DGOSWDWLRQ
( (QHUJ\ FRQVXPSWLRQ DQG PLJ O
( *URVV 6FRSHV DQG WRWDO *+* HPLVVLRQV O
( *+* UHPRYDOV DQG *+* PLWLJDWLRQ SURMHFWYV ILQDQFHG WKURXRWFDWER® GEUHGLWYV
( ,QWHUQDO FDUERQ SULFLQJ 1RW VWDWHG
( $QWLFLSDWHG ILQDQFLDO HIIHFWV IURP PDWHULDO SK\WVLFDO DQG WUBAQVLWLRQ ULVNV DQG |
FOLPDWH UHODWHG RSSRUWXQLWLHYV
(656 '"HVFULSWLRQ RI WKH SURFHVVHV WR LGHQWLI\ DQG DVVHVV PDWHULDO SROOXWLRQ UHODWH
.52 DQG RSSRUWXQLWLHYV O
( 3ROLFLHVY UHODWHG WR SROOXWLRQ O
( $FWLRQV DQG UHVRXUFHV UHODWHG WR SROOXWLRQ O
( 7DUJHWYV UHODWHG WR SROOXWLRQ O
( 3ROOXWLRQ WR ZDWHU [
( 3ROOXWLRQ WR VRLO O
( $QWLFLSDWHG ILQDQFLDO HIIHFWV IURP SROOXWLRQ UHODWHG [URWNVVDD\GHGES SRUWXQLWLHYV
(656 '"HVFULSWLRQ RI WKH SURFHVVHV WR LGHQWLI\ DQG DVYHVV PDWHUIDO ZDWHU UHODWHG LPS
52 RSSRUWXQLWLHYV
( 3ROLFLHY UHODWHG WR ZDWHU DQG PDULQH UHVRXUFHMJ 9ROXQWDULO\ VWDWHG
( $FWLRQV UHODWHG WR ZDWHU DQG PDULQH UHVRXUFHVO 9ROXQWDULO\ VWDWHG
( OHWULF DQG WDUJHWV UHODWHG WR ZDWHU DQG PDULQEJUHVRX9REBXQWDULO\ VWDWHG
( :DWHU FRQVXPSWLRQ PHWULFV O 9ROXQWDULO\ VWDWHG
( $QWLFLSDWHG ILQDQFLDO HIIHFWV IURP ZDWHU DQG PDULQH UHYRMU¥WDRMWBOGWHG ULVNV DQC
52 '"HVFULSWLRQ RI WKH SURFHVVHV WR LGHQWLI\ DQG DVVHVYV PDWHULDO UHVRXUFH XVH DQG F
' HFRQRP\ UHODWHG LPSDFWV ULVNV DQG RSSRUWXQLW|CHV
( 3ROLFLHY UHODWHG WR UHVRXUFH XVH DQG FLUFXODU HERQRP
( $FWLRQV DQG UHVRXUFHV UHODWHG WR UHVRXUFH XVH/DQG FLUFXODU HFRQRP\
( 7DUJHWY UHODWHG WR UHVRXUFH XVH DQG FLUFX0ODU HERQRP\
( OHWULFV 5HVRXUFH LQIORZV 1RW VWDWHG
( OHWULFV 5HVRXUFH RXWIORZV O
( $QWLFLSDWHG ILQDQFLDO HIIHFWV IURP PDWHULDO UHVRXUFH XYH PQG FLUFXODU HFRQRP\ L

DQG RSSRUWXQLWLHV
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(656 BWDWHG LQ FKDSWHU ,QWH

5% 0 ,QWHUHVWY DQG YLHZV RI VWDNHKROGHUYV O VLHZV RI VWDNHKROGHUV

(656 ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV UdPDWHG WR RZQ ZRUNIRUFH DQG W

6%0 LQWHUDFWLRQ ZLWK VWUDWHJ\ DQG EXVLQHVV PRGHO

6 3ROLFLHVY UHODWHG WR RZQ ZRUNIRUFH O

6 BURFHVVHV IRU HQJDJLQJ ZLWK RZQ ZRUNHUV DQG ZBRUNHUVY UHSUHVHQWDWLYHV DERX

5 3URFHVVHV WR UHPHGLDWH QHJDWLYH LPSDFWV DQGFKDQQHOV IRU RZQ ZRUNHUV WR L
FRQFHUQV —

6 $FWLRQV RQ PDWHULDO LPSDFWV RQ RZQ ZRUNIRUFHLCI

6 (PSOR\HH PHWULFV DQG WDUJHWYV O

6 &KDUDFWHULVWLFV Rl WKH XQGHUWDNLQJTV HPSOR\EHV

6 &KDUDFWHULVWLFV Rl QRQ HPSOR\HH ZRUNHUV LQ WKH XQGHUWDNLQJfV RZQ ZRUNIRUF

6 +HDOWK DQG VDIHW\ PHWULFV O

6 ,QFLGHQWV FRPSODLQWY DQG VHYHUH KXPDQ ULJKWA LPSDRBWUYWO\ VWDWHG

(656 BWDWHG LQ FKDSWHU ,QWH

5% 0 ,QWHUHVWY DQG YLHZV Rl VWDNHKROGHUYV O VLHZV Rl VWDNHKROGHUV

(656 ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV UHBODWHG WR YDOXH FKDLQ ZRUNHU\

6%0 LQWHUDFWLRQ ZLWK VWUDWHJ\ DQG EXVLQHVV PRGH@D

6 3ROLFLHV RQ LPSDFWV DQG HQJDJHPHQW ZLWK ZRUNHUV LQ WKH YDOXH FKDLQ

6 BURFHVVHV IRU HQJDJLQJ ZLWK YDOXH FKDLQ ZRUNHILV DERXW LPSDFWYV

5 3URFHVVHV WR UHPHGLDWH QHJDWLYH LPSDFWV DQGFKDQQHOV IRU YDOXH FKDLQ ZRUN
FRQFHUQV —

6 $FWLRQV UHODWHG WR YDOXH FKDLQ ZRUNHUV O

6 7DUJHWY UHODWHG WR YDOXH FKDLQ ZRUNHUYV -

7$%/( ' *29(51%$1&( 67$1'$5'6
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BY IRy QB BRI HY XV

(656

‘oo 7KH UROH RI WKH DGPLQLVWUDWLYH VXSHUYLVRU\ DIQG PDQ TRUSVOER

(656 '"HVFULSWLRQ RI WKH SURFHVVHV WR LGHQWLI\ DQG [BYVHVYV ®WNW HGDIOQ LPISDF WU (0 DWWH
.52 RSSRUWXQLWLHYV = LPSDFWV ULVNV DQG RSSR
* 3UHYHQWLRQ DQG GHWHFWLRQ RI FRUUXSWLRQ DQG|EDLEHU\

* &RQILUPHG LQFLGHQWYV RI FRUUXSWLRQ RU EULEHU\
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7KH EHORZ WDEOH ( SUHVHQWYV WKH VHFWLRQV RI RXU VXVWDLQDELOLW\ UHSRUW WKDW HQFOR
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D (PEHGGLQJ GXH GLOLJHQFH LQ JRYHUQDQFH| (YSWHIDLWIDRHNQ @ NDO/Q ) DO\G ARDBASR QVLELOLWLHY RI 0DQ
6XVWDLQDELOLW\ PDWWHUYV DGGUHVVHG E\ PDQDJHPHC
,QFHQWLYH VFKHPHYV

ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV

E (QJDJLQJ ZLWK DIIHFWHG VWDNHKROGHUV LQ, Q@6 WHY WW B G RILWXW S XHWBINHKRIQGE H U V
3URFHVV WR LGHQWLI\ DQG DVVHVYV PDWHULDO LPSDFW
3ROLF\ VHFWLRQ RI HDFK WRSLF

F ,GHQWLI\LQJ DQG DVVHVVLQJ DGYHUVH LPSDPRWRFHVV WR LGHQWLI\ DQG DVVHVV PDWHULDO LPSDFW
ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWILHV

G 7DNLQJ DFWLRQV WR DGGUHVV WKRVH DGYHUSMWLRYFMRY &OLPDWH &KDQJH

$FWLRQV IRU :DWHU

$FWLRQV IRU 5HVRXUFH 8VH

$FWLRQV IRU 2ZQ :RUNIRUFH DQG +HDOWK DQG 6DIHW\
$FWLRQV IRU :RUNHUV LQ WKH 9DOXH &KDLQ

H 7UDFNLQJ WKH HITHFWLYHQHVYV RI WKHVH HIIRBWV LLFYGD RSP WXOQLIHDMWL RIU &OLPDWH &KDQJH
OHWULFV IRU :DWHU

OHWULFV DQG WDUJHWYV IRU 5HVRXUFH 8VH
OHWULFV DQG WDUJHWYV IRU 2ZQ :RUNIRUFH
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$%& $QWL %ULEHU\ DQG &RUUXSWLRQ

$&& $XGLW &RPSOLDQFH &RPPLWWHH

$'0( 7R $EVRUSWLRQ 'LVWULEXWLRQ OHWDEROLVP ([FUHWLRQ DQG 7R[LFLW\
$06% $GPLQLVWUDWLYH ODQDJHPHQW DQG 6XSHUYLVRU\ %RGLHV
$3, $FWLYH 3KDUPDFHXWLFDO ,QJUHGLHQW

% 3 %»DVLV IRU 3UHSDUDWLRQ

% % %XVLQHVV WR EXVLQHVV

&$3(; &DSLWDO ([SHQGLWXUH

&65 &RUSRUDWH 6RFLDO 5HVSRQVLELOLW\

&65" &RUSRUDWH 6XVWDLQDELOLW\ 5HSRUWLQJ 'LUHFWLYH
(, 'LYHUVLW\ (TXLW\ DQG ,QFOXVLRQ

(%,'7$ (DUQLQJV EHIRUH LQWHUHVW WD[HV GHSUHFLDWLRQ DQG DPRUWL]DWLRQ
(+6 (QOYLURQPHQW +HDOWK 6DIHW\

(03" (YRWHF V OROHFXODU 3DWLHQW 'DWDEDVH

(6* (QYLURQPHQWDO 6RFLDO DQG *RYHUQDQFH

(656 (XURSHDQ 6XVWDLQDELOLW\ 5HSRUWLQJ 6WDQGDUGYV
(8 (XURSHDQ 8QLRQ

(9% (FRQRPLF 9DOXH DGGHG

(92 (YRWHF

)&3$ JRUHLJQ &RUUXSW 3UDFWLFHV $FW

)7 ( )XO0O 7LPH (TXLYDOHQW

)/ &$ )DWDO DQG OLIH FKDQJLQJ DFWLYLWLHYV

*&*& *HUPDQ &RUSRUDWH *RYHUQDQFH &RGH]

x4 *UHHQKRXVH *DV

*29 *RYHUQDQFH

x5 *OREDO 5HSRUWLQJ ,QLWLDWLYH

+*0p *HUPDQ &RPPHUFLDO &RGH

+L3R KLJK SRWHQWLDO

+9%$& +HDWLQJ YHQWLODWLRQ DQG DLU FRQGLWLRQLQJ
+5 +XPDQ 5HVRXUFHV

+5,6 +XPDQ 5HVRXUFHV ,QIRUPDWLRQ 6\VWWHP

,03 ,QYHQWRU\ 0DQDJHPHQW 30DQ

,1'L*2 ,QYHVWLJDWLRQDO 1HZ 'UXJ 3,1'° (QDEOLQJ 3URJUDP
L36& ,QGXFHG SOXULSRWHQW VWHP FHOO

52 ,PSDFW 5LVN DQG 2SSRUWXQLW\

0% ODQDJHPHQW %RDUG

0% OHUJHU DQG $FTXLVLWLRQV

1$&( 1RPHQFODWXUH RI (FRQRPLF $FWLYLWLHV

(9% (FRQRPLF 9DOXH $GGHG

23(; 2SHUDWLRQDO ([SHQGLWXUH

4% 4XDOLW\ $VVXUDQFH

5" 5HVHDUFK DQG 'HYHORSPHQW

5HP&RP 5HPXQHUDWLRQ &RPPLWWHH

6 % 6XSHUYLVRU\ %RDUG

6% 0 BWUDWHJ\ %XVLQHVV ORGHO DQG 9DOXH &KDLQ

6%7L 6FLHQFH %DVHG 7DUJHWV LQLWLDWLYH

6&R& 6XSSOLHU &RGH RI &RQGXFW

W&2 H 7RQQHV RI &DUERQ 'LR[LGH (TXLYDOHQW

8&% 8&% 6 $
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