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6DQRIL

([DFW QDPH Rl UHJLVWUDQW DV VSHFLILHG LQ LWV FKDUWHU
13
7UDQVODWLRQ RI UHJLVWUDQWxV QDPH LQWR (QJOLVK
YJUDQFH
-XULVGLFWLRQ RI LQFRUSRUDWLRQ RU RUJDQL]DWLRQ
UXH /D %ROWBBULVYDQFH
$GGUHVV RI SULQFLSDO H[HFXWLYH RIILFHV
BBBBBBBBBBBBBBBEBBBBBBBBB
5R\3DSDWKHRGRUWR¥WLYH 9LFH 3UHVLGHQW *HQHUDO &RXQVHO +HDG RI /HJDO (WKLF
UXH /D %ROWBBUDUDQF}D] 7HO
1DPH 7HOHSKRQH ( PDLO DQG RU )DFVLPLOH QXPEHU DQG $GGUHVV Rl &RPSD
BBBBBBBBBBBBBBBEBBBBBBBBB
6HFXULWLHY UHJLVWHUHG RU WR EH UHJLVWHUHG SXUVXDQW WR 6HFWLRQ

7LWOH RI HDFK FODVV 1DPH RI HDFK H[FKDQJH RQ ZKLFK UHJLVWHL
$PHULFDQ 'HSRVLWDU\ 6KDUHV HDFK UF
RUGLQDU\ VKDUH SDU YDOXH 1$6'$4 *OREDO 6HOHFW ODUNHW

2UGLQDU\ VKDUHV SDU YDOXH SHU VKDUH 1%$6'$4 *OREDO 6HOHFW ODUNHW

6HFXULWLHYV UHJLVWHUHG SXUVXDQW WR 6HFWLRQ J RI WKH $FW 1RQH

6HFXULWLHYV IRU ZKLFK WKHUH LV D UHSRUWLQJ REOLJDWLRQ SXUVXDQW WR 6HFWLI

7KH QXPEHU RI RXWVWDQGLQJ VKDUHV RI HDFK RI WKH LVVXHUxV FODVVHV RIZBWSLWDO RU FR
2UGLQDU\ VKDUHYV

,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV D ZHOO NQRZQ VHDVRGMARWVXHU DV GHILQHG I
, WKLV UHSRUW LV DQ DQQXDO RU WUDQVLWLRQ UHSRUW LQGLFDWH E\ FKHFEN PDUN LI WKH UHJL

\KH 6 HEXUMHY ( [ FKDQIH$S PR <HVb 1Rd
,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG DOO UHSRUWYV UHTXLUHG WI
RI GXULQJ WKH SUHFHGLQJ PRQWKY RU IRU VXFK VKRUWHU SHULRG WKDW WKH UHJLVWUDQV

VXFK ILOLQJ UHTXLUHPHQWV<IHRW MRKH SDVW GD\V

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLWWHG HOHFWURQLFDOO\ HYHU\ ,
Rl 5 HIXODWLRQ 6 7 h RI WKLV FKDSWHU GXULQJ WKH SUHFHGLQJ PRQWKYV RU IRU VXFK V
VXFK ILGHW 1Rb

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUDWHG ILOHU DQ DFFHC
6HH GHILQLWLRQ Rl UODUJH DFFHOHUDWHG ILOHUU UDFFHOHUDWHG ILOHUU RU UHPHUJLQJ JURZW

/IDUJH DFFHOHUDWHG BIFFHOHUDWIHG ILOHRQ DFFHOHUDWHG I(PHWILQJ JURZWKHFRPSDQ\

.l DQ HPHUJLQJ JURZWK FRPSDQ\ WKDW SUHSDUHV LWV ILQDQFLDO VWDWHPHQWY LQ DFFRUGDQF}
HOHFWHG QRW WR XVH WKH H[WHQGHG WUDQVLWLRQ SHULRG IRU FRPSO\LQS WRWIGHH®\SRHZXR
W6HAIRY) D R \WH ([ FKDQIH$FW b

7KH WHUP UQHZ RU UHYLVHG ILQDQFLDO DFFRXQWLQJ VWDQGDUGU UHIHUV WR DQ\ XSGDWH
$FFRXQWLQJ 6WDQGDUGVY &RGLILFDWLRQ DIWHU $SULO
,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG D UHSRUW RQ DQG DWWHVWDWLF
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ XQGHU 6HFWLRQ E RI WKH 6DUEDQHV 2[OH\ $FW 8 6
SUHSDUHG RU LVVXHG LWVADXGLW UHSRUW
,QGLFDWH E\ FKHFN PDUN ZKLFK EDVLV RI DFFRXQWLQJ WKH UHJLVWUDQW KDV XVHG WR SUHSDUH

,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV

86 *$$3 b DV LVVXHG E\ WKH ,QWHUQDWLRQDOWMFFRXQWLQJ 6WRYWEBUGY %RDU

, U2WKHUUO KDV EHHQ FKHFNHG LQ UHVSRQVH WR WKH SUHYLRXV TXHVWLRQ LQGLFDWH E\ FKHFN
R IR®Z ,\MP b \\MP b

,] WKLV LV DQ DQQXDO UHSRUW LQGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW L®D VKHOO F
1RW IRU WUDGLQJ EXW RQO\ LQ FRQQHFWLRQ ZLWK WKH UHJLVWUDWLRQ RI $PHULFDQ 'H




SUHVHQWDWLRQ RI ILOQDQFLI
DQG RWKHU LQIRUPDWLROQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY FRQWDLQHG LQ WKLV DQQXDO UHSRUW RQ )F
JLQDQFLDO 5HSRUWLQJ 6WDQGDUGYV ,)56 DV LVVXHG E\ WKH ,QWHUQDWLRQDO $FFRXQWLQ.
WKH (XURSHDQ 8QLRQ DV RI '"HFHPEHU

8QOHVV WKH FRQWH[W UHTXLUHV RWKHUZLVH WKH WHUPV U6DQRILU WKH U&RPSDQ\U W
FRQVROLGDWHG VXEVLGLDULHV

$00 UHIHUHQFHY KHUHLQ WR U8QLWHG 6WDWHVU RU U860 DUH WR WKH 8QLWHG 6WDWHV RI
8QLWHG 6WDWHV UHIHUHQFHV WR U)UDQFHU DUH WR WKH 5HSXEOLF RI )UDQFH DQG UHIHU
8QLRQ PHPEHU VWDWHY LQFOXGLQJ )UDQFH SDUWLFLSDWLQJ LQ WKH (XURSHDQ ORQHWDU\

%»UDQG QDPHV DSSHDULQJ LQ WKLY DQQXDO UHSRUW DUH WUDGHPDUNV RI 6DQRIL DQG RU L)

a WUDGHPDUNV XVHG RU WKDW PD\ EH RU KDYH EHHQ XVHG XQGHU OLFHQ@VW UDGEHRDRIN R
$FWDYLV RU BURFWHU *DPEOH GHSHQGLQD RQ WEHPBRMQRIUWKFHOBKRERPDPDPHQ *HQJ\PH //& -R
D WUDGHPDUN RI (OLDLWWODGHEMDNRRI 5HIHQHURQ LQ WKH VQDWHBD&WDRMHOG 39ODHOLYH &
86% DQG 0&0 9DFFLQH % 9 1HWKHWIDDEEWDERARWBBISHQHURQ LQ WKM \&Q DVE H 8 DEUMD RIHNM. C
J)DUPDFHXWLFL 6 8§ O VWDGHP@WN RI %D\HU

a WUDGHPDUNV VROG E\ 6DQRIL DQG RU LWV DIILOLDWHND GHRP DUWKRIUG. @D BWD UPRFK XOVL O
6WDWHYV

a RWKHU WKLUG SDUW\ WUDGHPD UWNYDGXRPK DN R X'P 00D RULODAB H PAIDUIHND R 5H J M QB WRUD GEHHPYDDULY LR3
&HOJHQH &RUSRUDWDRWUDBKBBPDGEN Rl OLOOHQQLXP 3KDUPDFWKWILGHRNUNRI PQB[RDQWRRE
H[FHSW LQ WKH 86 DQG &DQDGD

1RW DOO WUDGHPDUNV UHODWHG WR SURGXFWV XQGHU GHYHORSPHQW KDYH EHHQ DXWKRU
DXWKRULWLHV

7KH GDWD UHODWLQJ WR PDUNHW VKDUHY DQG UDQNLQJ LQIRUPDWLRQ IRU SKDUPDFHXWLFI
RQ WKH &RPSDQ\ O % %XVLQHVV 2YHUYLHZ O % ODUNHWYV O % ODUNHWLQJ DQG GLVWU
YDFFLQHV DQG LQ FRQVWDQW HXURV XQOHVV RWKIEZDRN LLQUGE® Q WHG 7R'W 0O 6 EDW HW E HIUH (¢
IURP ,49,$ ORFDO VDOHV DXGLW VXSSOHPHQWHG E\ FRXQWU\ VSHFLILF VRXUFHV

BURGXFW LQGLFDWLRQV GHVFULEHG LQ WKLY DQQXDO UHSRUW DUH FRPSRVLWH VXPPDULH\
PDUNHWYVY 1RW DOO LQGLFDWLRQV DUH QHFHVVDULO\ DYDLODEOH LQ HDFK RI WKH PDUNHWYV
KHUHLQ IRU WKH SXUSRVH RI ILQDQFLDO UHSRUWLQJ GR QRW VXEVWLWXWH IRU FDUHIXO FR



&DXWLRQDU\ VWDWHPHQW U
IRUZDUG ORRNLQJ VWDWHPH

7KLV $QQXDO 5HSRUW FRQWDLQV FHUWDLQ IRUZDUG ORRNLQJ VWDWHPHQWY ZLWKLQ WKH P
bDv DPHQGHG :H PD\ DOVR PDNH ZULWWHQ RU RUDO IRUZDUG ORRNLQJ VWDWHPHQWYV LQ
&RPPLVVLRQ RQ )RUP . LQ RXU DQQXDO UHSRUW WR VKDUHKROGHUV LQ RXU RIIHULQJ FI
ZULWWHQ PDWHULDOV DQG LQ RUDO VWDWHPHQWY PDGH E\ RXU RIILFHUV GLUHFWRUV RU
VWDWHPHQWY LQFOXGH

a SURMHFWLRQV RI RSHUDWLQJ UHYHQXHV QHW LQFRPH EXVLQHVV QHW LQFRPH HDUQL
H[SHQGLWXUHV FRVW VDYLQJV UHVWUXFWXULQJ FRVWV SRVLWLYH RU QHJDWLYH V\QHU
UDWLRYV

a4 VWDWHPHQWY RI RXU SURILW IRUHFDVWVY WUHQGVY SODQV REMHFWLYHV RU JRDOV LQ
DSSURYDOV DQG FRPSHWLWLRQ DQG

a VWDWHPHQWY DERXW RXU IXWXUH HYHQWY DQG HFRQRPLF SHUIRUPDQFH RU WKDW RI )UD
RSHUDWH

7KLV LQIRUPDWLRQ LV EDVHG RQ GDWD DVVXPSWLRQV DQG HVWLPDWHYV FRQVLGHUHG DV UFL
XQGXH UHOLDQFH VKRXOG QRW EH SODFHG RQ VXFK VWDWHPHQWYV

:RUGV VXFK DV UEHOLHYHU UDQWLFLSDWHU USODQU UH[SHFWU ULQWHQGU UWDUJHWU
UVKRXOGU DQG VLPLODU H[SUHVVLRQV DUH LQWHQGHG WR LGHQWLI\ IRUZDUG ORRNLQJ VW
VWDWHPHQWYV

YJRUZDUG ORRNLQJ VWDWHPHQWY LQYROYH LQKHUHQW NQRZQ DQG XQNQRZQ ULVNV DQG
ILQDQFLDO DQG FRPSHWLWLYH HQYLURQPHQW DQG RWKHU IDFWRUV WKDW FRXOG FDXVH
H[SUHVVHG RU LPSOLHG LQ WKH IRUZDUG ORRNLQJ VWDWHPHQWYV

5LVN IDFWRUV ZKLFK FRXOG DIIHFW IXWXUH UHVXOWY DQG FDXVH DFWXDO UHVXOWV WR G
VWDWHPHQWY DUH GLVFXVVHG XQGHU U,WHP .H\ ,QIRUPDWLRQ O ' 5LVN )DFWRUVU 3¢
LPPDWHULDO E\ WKH *URXS PD\ KDYH WKH VDPH XQIDYRUDEOH HIIHFW DQG LQYHVWRUV PD\

JRUZDUG ORRNLQJ VWDWHPHQWY VSHDN RQO\ DV RI WKH GDWH WKH\ DUH PDGH 2WKHU WKL
XSGDWH WKHP LQ OLJKW RI QHZ LQIRUPDWLRQ RU IXWXUH GHYHORSPHQWYV



SEEUHYLDWLRQV

3ULQFLSDO DEEUHYLDWLRQV XVHG LQ WKH $QQXDO 5HSR

$'5 $PHULFDQ 'HSRVLWDU\ 5HFHLSW

$'6 $PHULFDQ 'HSRVLWDU\ 6KDUH

$)(3 $VVRFLDWLRQ IUDQSDLVH GHW H@MKUSNSWRMHWE RIQYRHWD UJH &RPSDQLHV
$0) $XWRULWO GHV P D URKCH ) ILIQDRXE PDWWHW UHJXODWRU

$1'$ $EEUHYLDWHG 1HZ 'UXJ $SSOLFDWLRQ

%/$ %LRORJLF /LFHQVH $SSOLFDWLRQ

%0 6 %ULVWRO 0\HUV 6TXLEE

&(2 &KLHI ([HFXWLYH 21ILFHU

&(5 &RQVWDQW H[FKDQJH UDWHV

&*8 &DVK JHQHUDWLQJ XQLW

&+& &RQVXPHU +HDOWKFDUH

&+03 &RPPLWWHH IRU OHGLFLQDO 3URGXFWV IRU +XPDQ 8VH

&29%/,6 6DQRIL FRPPLWWHH IRU LQWHUQDO RFFXSDWLRQDO H[SRVXUH OLPLWV &RPLW® GHV 9DOHXL
&95 &RQWLQJHQW YDOXH ULJKW

03,$ (XURSHDQ JHGHUDWLRQ RI 3KDUPDFHXWLFDO ,QGXVWULHY DQG $VVRFLDWLRQV
(0% (XURSHDQ OHGLFLQHV $JHQF\

(8 (XURSHDQ 8QLRQ

)&) JUHH FDVK IORZ

)'$ 86 )RRG DQG 'UXJ $GPLQLVWUDWLRQ

*$9, *OREDO $OOLDQFH IRU 9DFFLQHY DQG ,PPXQLVDWLRQ

*% 8 *OREDO %XVLQHVV 8QLW

*&3 *RRG FOLQLFDO SUDFWLFHYV

*'3 *RRG GLVWULEXWLRQ SUDFWLFHYV

*/3 *RRG ODERUDWRU\ SUDFWLFHV

*/3 *OXFDJRQ OLNH SHSWLGH

*03 *RRG PDQXIDFWXULQJ SUDFWLFHV

+LE +DHPRSKLOXV LQIOXHQ]DH W\SH E

+6( +HDOWK 6DIHW\ DQG (QYLURQPHQW

L, $6% ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUGY %RDUG

&+ ,QWHUQDWLRQDO &RXQFLO IRU +DUPRQL]JDWLRQ

,)308% ,OWHUQDWLRQDO JHGHUDWLRQ RI 3KDUPDFHXWLFDO ODQXIDFWXUHUV $VVRFLDWLRQV
)5, & ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ ,QWHUSUHWDWLRQV &RPPLWWHH
,)56 ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGYV

,39 ,QDFWLYDWHG SROLR YDFFLQH

6,1 ,QWHUQDWLRQDO 6HFXULWLHV ,GHQWLILFDWLRQ 1XPEHU

- 0+/: -DSDQHVH OLQLVWU\ RI +HDOWK /DERU DQG :HOIDUH

/6" /\WRVRPDO VWRUDJH GLVRUGHU

0('() ORXYHPHQW GHV HQWUHSWH@RK BXVIUIHMAHFRQIHGHUDWLRQ

06 OXOWLSOH VFOHURVLV

1$6'$4 1DWLRQDO $VVRFLDWLRQ RI 6HFXULWLHY 'HDOHUV $XWRPDWHG 4XRWDWLRQV
1'$ 1HZ 'UXJ $SSOLFDWLRQ

1+, 1IDWLRQDO +HDOWK ,QVXUDQFH -DSDQ

1<6( 1HZ <RUN 6WRFN ([FKDQJH

2(&' 2UJDQLVDWLRQ IRU (FRQRPLF &R RSHUDWLRQ DQG 'HYHORSPHQW

239 2UDO SROLR YDFFLQH

278& 2YHU WKH FRXQWHU

3K508% 3KDUPDFHXWLFDO 5HVHDUFK DQG O0DQXIDFWXUHUV RI $PHULFD

30'$ 3KDUPDFHXWLFDOV DQG OHGLFDO 'HYLFHV $JHQF\ -DSDQ

359 BULRULW\ 5HYLHZ 9RXFKHU

37( 3DWHQW 7HUP ([WHQVLRQ

4,9 4XDGULYDOHQW LQIOXHQ]D YDFFLQH

5" 5HVHDUFK DQG GHYHORSPHQW

52% 5HWXUQ RQ DVVHWYV

6% 6RFLOW® DQR®PHK SXEOLF OLPLWHG FRUSRUDWLRQ

6(& 86 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ

63& 6XSSOHPHQWDU\ 3URWHFWLRQ &HUWLILFDWH

75,%,2 6DQRIL &RPPLWWHH IRU %LRORJLFDO 5LVN 3UHYHQWLRQ %LRVDIHW\ %LRVHFXULW\ %LRVXL
765 7RWDO VKDUHKROGHU UHWXUQ

81,&() 8QLWHG 1DWLRQV &KLOGUHQxV (PHUJHQF\ )XQG

86 8QLWHG 6WDWHV RI $PHULFD

42 :RUOG +HDOWK 2UJDQL]DWLRQ
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3%$57 ,
,7(0 ,GHQWLW\ RI GLUHFWRUV VHQLRU PDQDJHPHQV

3DUW

, WHP ,GHQWLW\ RI 'LUHFWRUV O6HQLRU
$GYLVHUYV

19

, WHP 2ITHU 6 WDWLVWLFVY DQG ([SHFWHC(

14

'WHP  .H\ ,QIRUPDWLRQ

$ 6HOHFWHG ILQDQFLDO GDWD
13

% &DSLWDOL]DWLRQ DQG LQGHEWHGQHVV
1%

& S5HDVRQV IRU RIITHU DQG XVH RI SURFHHGYV
1s

' S5LVN IDFWRUYV

,PSRUWDQW IDFWRUV WKDW FRXOG FDXVH DFWXDO ILQDQFLDO EXVLQHVV UHVHDUFK RU

GLVFORVHG LQ WKLV DQQXDO UHSRUW LQFOXGLQJ ZLWKRXW OLPLWDWLRQ WKH IROORZLQJ
VHW IRUWK LQ WKH IROORZLQJ ULVN IDFWRUV DQG HOVHZKHUH LQ WKLV GRFXPHQW EHIRU
DGGLWLRQ WR WKH ULVNV OLVWHG EHORZ ZH PD\ EH VXEMHFW WR RWKHU PDWHULDO ULVNYV
WKDW ZH GHHP LPPDWHULDO DW WKLV WLPH

S5LVNV UHODWLQJ WR OHJDO DQG UHJXODWRU\ PDWWHUYV

3URGXFW OLDELOLW\ FODLPV FRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVV U
DQG ILQDQFLDO FRQGLWLRQ

BURGXFW OLDELOLW\ LV D VLIJQLILFDQW ULVN IRU DQ\ SKDUPDFHXWLFDO FRPSDQ\ DQG RXU
FODLPV UHODWLQJ WR RXU EXVLQHVVHV PD\ GLIIHU O ZLWK UHJDUG WR WKHLU QDWXUH VFR
KDYH KDQGOHG LQ WKH SDVW 6XEVWDQWLDO GDPDJHV KDYH EHHQ DZDUGHG E\ VRPH MXU
8QLWHG 6WDWHV DQG RWKHU FRPPRQ ODZ MXULVGLFWLRQV O DJDLQVW SKDUPDFHXWLFDO |
WKH XVH RI WKHLU SURGXFWV 6XFK FODLPV FDQ DOVR OHDG WR SURGXFW UHFDOOV ZL\
FRQVXPHU IUDXG FODLPV E\ FXVWRPHUV WKLUG SDUW\ SD\HUV VHHNLQJ UHLPEXUVHPHQW
SRWHQWLDO FLYLO RU FULPLQDO JRYHUQPHQWDO DFWLRQV

‘H DUH FXUUHQWO\ GHIHQGLQJ D QXPEHU RI SURGXFW OLDELOLW\ FODLPV VHH 1RWH ' D
L WHP RI WKLV DQQXDO UHSRUW QRW BEQWDEFY K HEDEBQEEHW MHRU D FROVPHEJHH QR DVVXUDQFH V
VXFFHVVIXO LQ GHIHQGLQJ WKHVH FODLPV RU WKDW ZH ZLOO QRW IDFH DGGLWLRQDO FODL!

(VWDEOLVKLQJ WKH IXOO VLGH HIIHFW SURILOH RI D SKDUPDFHXWLFDO GUXJ JRHV EH\RQG G
LQYROYH VHYHUDO KXQGUHG WR VHYHUDO WKRXVDQG SDWLHQWV 5RXWLQH UHYLHZ DQG DQ
GDWD DQG FOLQLFDO WULDOV SURYLGH DGGLWLRQDO LQIRUPDWLRQ O IRU H[DPSOH SRWH
HYHQWYV RU RI GUXJ LQWHUDFWLRQV WKDW ZHUH QRW REVHUYHG LQ SUHDSSURYDO FOLQL
IROORZLQJ LQWHUDFWLRQV ZLWK UHJXODWRU\ DXWKRULWLHV ZKLFK PD\ LQFOXGH UHVWULF
RU SUHFDXWLRQV DQG RFFDVLRQDOO\ HYHQ WKH VXVSHQVLRQ RU ZLWKGUDZDO RI D SURGX
SKDUPDFHXWLFDO FRPSDQLHV FDQ IDFH VLJQLILFDQW SURGXFW OLDELOLW\ FODLPV VHH 1R
DW ,WHP RI WKLV DQQXDO UHSRUW

6$12), )250 )
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JXUWKHUPRUH ZH FRPPHUFLDOL]H VHYHUDO GHYLFHV VRPH RI ZKLFK XVH QHZ WHFKQRORJL
GDPDJH DQG OHDG WR SURGXFW OLDELOLW\ FODLPV VHH U%UHDFKHV Rl GDWD VHFXULW\
WKUHDWYVY FRXOG UHVXOW LQ ILQDQFLDO OHJDO EXVLQHVV RU UHSXWDWLRQDO KDUPU EHO

$OWKRXJK ZH FRQWLQXH WR LQVXUH D SRUWLRQ RI RXU SURGXFW OLDELOLW\ ZLWK WKLUG
DQG FRVWO\ WR REWDLQ SDUWLFXODUO\ LQ WKH 8QLWHG 6WDWHY ,Q WKH IXWXUH LW LV
UHDVRQDEOH PHDQV DYDLODEOH IRU PDQDJLQJ WKH ILQDQFLDO ULVN DVVRFLDWHG ZLWHK
EXVLQHVVHV VHH U,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\ O % %XVLQHVV 2YHUYLHZ O %

ZH VHOI LQVXUH WKH OHJDO FRVWV WKDW ZH ZRXOG EHDU IRU KDQGOLQJ VXFK FODLPV D¢
KDYH D QHJDWLYH LPSDFW RQ RXU ILQDQFLDO FRQGLWLRQ 'XH WR LQVXUDQFH FRQGLWLRQ
LQVXUHUV PD\ QRW EH WRWDOO\ VXFFHVVIXO GXH WR PDUNHW GULYHQ LQVXUDQFH OLPLWD)
DIIHFW RXU DELOLW\ WR UHFRYHU FODLPV RQ SROLFLHV IRU ZKLFK ZH KDYH DOUHDG\ SDLG I

BURGXFW OLDELOLW\ FODLPV UHJDUGOHVV RI WKHLU PHULWV RU WKH XOWLPDWH VXFFHV
DWWHQWLRQ PD\ KDUP RXU UHSXWDWLRQ DQG FDQ LPSDFW WKH GHPDQG IRU RXU SURGX
DGYHUVHO\ DIITHFW RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

&ODLPV DQG LQYHVWLJIDWLRBW KHWDIM® EMRLQHVY LQWHJULW\ FRPSHWL
PDUNHWLQJ SUDFWLFHV SULFLQJ KXPDQ ULJKWV RI ZRUNHUV GDWD SUR
PDWWHUV FRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVV UHVXOWV RI RSHUDW
FRQGLWLRQ

2XU LQGXVWU\ LV KHDYLO\ UHJXODWHG DQG OHJDO UHTXLUHPHQWY YDU\ IURP FRXQWU\ WR
IURP WLPH WR WLPH *RYHUQPHQWY DQG UHJXODWRU\ DXWKRULWLHYV DURXQG WKH ZRUOG
DFWLYLWLHYV LQ UHFHQW \HDUV LQFOXGLQJ LQ UHODWLRQ WR DQWL EULEHU\ DQWL FRUUXS
UHVHDUFK LQWHUDFWLRQV ZLWK KHDOWKFDUH SURIHVVLRQDOV DQG SD\HUV UHVSHFW RI
‘H DOVR RSHUDWH LQ DQ HQYLURQPHQW WKDW UHOLHV RQ WKH FROOHFWLRQ SURFHVVLQJ
LQGLYLGXDOVx SHUVRQDO LQIRUPDWLRQ DQG WKH RSHUDWLRQ RI RXU EXVLQHVY UHTXLUHV

'H KDYH DGRSWHG D &RGH Rl (WKLFV WKDW UHTXLUHV HPSOR\HHV WR FRPSO\ ZLWK DSSO
SULQFLSOHY DQG UXOHV RI FRQGXFW VHW IRUWK LQ WKH &RGH :H DOVR KDYH SROLFLHV D
HPSOR\HHV DJHQWY LQWHUPHGLDULHV DQG RWKHU WKLUG SDUWLHV FRPSO\ ZLWK DSSOLFI
JRUHLJQ &RUUXSW 3UDFWLFHV $FW U)&3$0 WKH 8. %ULEHU\ $FW WKH 2(&' $QWL %ULEHU\

U6DSLQ ,,0 WKH JUHQFK GXW\ Rl YLILODQFH ODZ DQG RWKHU DQWL EULEHU\ ODZV DQG UH.

IRWZLWKVWDQGLQJ WKHVH HIIRUWYV [IDLOXUH WR FRPSO\ ZLWK ODZV DQG UHJXODWLRQV L
DQG FRXOG UHVXOW LQ OLDELOLWLHV IRU XV DQG RU RXU PDQDJHPHQW

'LWK UHVSHFW WR GDWD SURWHFWLRQ OHJLVODWLRQ YLRODWLRQV RI WKH (XURSHDQ *HQH
LQ RU RWKHU VLJQLILFDQW QHZ SULYDF\ OHJLVODWLRQ LQFOXGLQJ LQ WKH 8QLWHG 6
RWKHUV FRXOG FDUU\ ILQDQFLDO VDQFWLRQV DQG PD\ DOVR KDUP RXU UHSXWDWLRQ DQG
9LRODWLRQV RI WKH *'35 FDUU\ ILQDQFLDO ULVNV GXH WR SHQDOWLHYV IRU GDWD EUHDFK R
ILQH RI XS WR Rl WRWDO ZRUOGZLGH DQQXDO WXUQRYHU IRU WKH SUHFHGLQJ ILQDQFLDC
XQFHUWDLQW\ UHPDLQV ZLWK UHVSHFW WR WKH OHJDO DQG UHJXODWRU\ HQYLURQPHQW
DEVHQFH RI FOHDU JXLGDQFH RU FDVH ODZ

6DQRIL DQG FHUWDLQ RI LWV VXEVLGLDULHY FRXOG EHFRPH WKH VXEMHFW RI LQYHVWLJDW
IDFH DXGLWV DQG RU OLWLJDWLRQ LQFOXGLQJ DOOHJDWLRQV RI FRUUXSWLRQ FODLPV U
GLVSXWHV FRQVXPHU ODZ FODLPV DQG WD[ DXGLWV :H DUH FXUUHQWO\ GHIHQGLQJ RXU
PDUNHWLQJ SUDFWLFHV LQFOXGLQJ IRU H[DPSOH UZKLVWOHEORZHUU OLWLJDWLRQ LQ WKI
ILVFDO HQYLURQPHQW LV VXFK WKDW WKH XOWLPDWH UHVROXWLRQ RI DQ\ WD[ PDWWHU PD
ZH KDYH DFFUXHG 6HH U,WHP JLQDQFLDO ,QIRUPDWLRQ O $ &RQVROLGDWHG )LQDQF
O ,QIRUPDWLRQ RQ /HJDO RU $SUELWUDWLRQ 3URFHHGLQJVU DQG 1RWH WR RXU FRQVRC
DQQXDO UHSRUW ,Q DGGLWLRQ UHVSRQGLQJ WR VXFK LQYHVWLJDWLRQV LV FRVWO\ DQG PI

8QIDYRUDEOH RXWFRPHV LQ DQ\ RI WKHVH PDWWHUV RU LQ VLPLODU PDWWHUV WKDW PD\
RXU SURGXFWV KDUP RXU UHSXWDWLRQ QHJDWLYHO\ DIIHFW WKH SURILWDELOLW\ RI HJ[L
GDPDJHV SHQDOWLHYV DQG LQMXQFWLYH RU DGPLQLVWUDWLYH UHPHGLHV SRWHQWLDOO\
PRQLWRULQJ RU VHOl UHSRUWLQJ REOLJDWLRQV RU H[FOXVLRQ IURP JRYHUQPHQW UHLPE
PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVYV UHVXOWYVY RI RSHUDWLRQV RU ILQDQFLDO FR

7KH XQSUHGLFWDELOLW\ Rl WKHVH SURFHHGLQJV FRXOG OHDG 6DQRIL DIWHU FRQVLGHUDW
WR VHWWOH FHUWDLQ FODLPV 6XFK VHWWOHPHQWY PD\ LQYROYH VLJQLILFDQW PRQHWDU\
DGPLVVLRQV Rl ZURQJGRLQJ DQG PD\ UHTXLUH HQWHULQJ LQWR D &RUSRUDWH ,QWHJULW\ $
WKH 8QLWHG 6WDWHV ZKLFK LV LQWHQGHG WR UHJXODWH FRPSDQ\ EHKDYLRU IRU D VSHFI
6DQRIL 86 HQWHUHG LQWR D FLYLO VHWWOHPHQW ZLWK WKH 8QLWHG 6WDWHY '"HSDUWPHQW
UHVROYH DOOHJDWLRQV UHJDUGLQJ FHUWDLQ FKDULWDEOH GRQDWLRQV 6DQRIL 86 PDGH W
SDWLHQWYVY EHLQJ WUHDWHG IRU OXOWLSOH 6FOHURVLY ,Q FRQQHFWLRQ ZLWK WKLV VHWW
,QVSHFWRU *HQHUDO IRU WKH 8QLWHG 6WDWHYV 'HSDUWPHQW RI +HDOWK DQG +XPDQ 6HUYLF
WR PHHW DQG PDLQWDLQ FHUWDLQ FRPSOLDQFH UHTXLUHPHQWY LQ WKH 8QLWHG 6WDWHYV
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2XU DFWLYLWLHYV LQFOXGLQJ RXU SURGXFWYV DQG PDQXIDFWXULQJ DFWL)Y
WR VLIQLILFDQW JRYHUQPHQW UHJXODWLRQV DQG UHJXODWRU\ DSSURYD!
DQG FRXOG UHVXOW LQ DGYHUVH FRQVHTXHQFHV WR RXU EXVLQHVV LI ZH
WKH UHIJXODWLRQV FRPSO\ ZLWK WKHP PDLQWDLQ WKH UHTXLUHG DSSUF
WR FKDQJHYV LQ DSSOLFDEOH UHIJXODWLRQYV

2EWDLQLQJ D PDUNHWLQJ DXWKRUL]DWLRQ IRU D SURGXFW LV D ORQJ DQG KLJKO\ UHJXODV
DQG GbWD WR WKH UHOHYDQW UHJXODWRU\ DXWKRULWLHVY HLWKHU DW WKH WLPH RI WKH I
LWV UHYLHZ (DFK UHJXODWRU\ DXWKRULW\ PD\ LPSRVH LWV RZQ UHTXLUHPHQWY ZKLFK FD
GHOD\ RU UHIXVH WR JUDQW DSSURYDO HYHQ WKRXJK D SURGXFW KDV DOUHDG\ EHHQ D¢
LQFUHDVLQJO\ VWUHQIJWKHQLQJ WKHLU UHTXLUHPHQWY RQ SURGXFW VDIHW\ DQG ULVN EHQ
UHTXLUHPHQWY KDYH LQFUHDVHG WKH FRVWY DVVRFLDWHG ZLWK PDLOQWDLQLQJ PDUNHWLQ

ORUHRYHU WR PRQLWRU RXU FRPSOLDQFH ZLWK DSSOLFDEOH UHJXODWLRQV WKH )'$ (0
MXULVGLFWLRQV URXWLQHO\ FRQGXFW UHJXODWRU\ LQVSHFWLRQV RI RXU IDFLOLWLHV GL
DQG PD\ LGHQWLI\ SRWHQWLDO GHILFLHQFLHV )RU H[DPSOH LQ 1RYHPEHU WKH )'$ LVVX
%LRORJLFV /LFHQVH $SSOLFDWLRQ %/$ IRU VXWLPOLPDE DQ LQYHVWLJDWLRQDO PRQRFOR
DGXOWV ZLWK FROG DJJOXWLQLQ GLVHDVH UHIHUULQJ WR FHUWDLQ GHILFLHQFLHY LGHQWI
IDFLOLW\ UHVSRQVLEOH IRU PDQXIDFWXULQJ ORUH JHQHUDOO\ LI ZH IDLO WR DGHTXDWH
GXULQJ DQ LQVSHFWLRQ RU IDLO WR FRPSO\ ZLWK DSSOLFDEOH UHJXODWRU\ UHTXLUHPHQ\
HQIRUFHPHQW UHPHGLDO DQG RU SXQLWLYH DFWLRQV E\ WKH )'$ VXFK DV D :DUQLQJ /HW!
(0$ RU RWKHU UHJXODWRU\ DXWKRULWLHYV ,Q DGGLWLRQ ZH KDYH DQ REOLJDWLRQ WR PRQ
FRPSO\ ZLWK RXU GXW\ WR UHSRUW DGYHUVH HYHQWY DQG VDIHW\ VLIJQDOV ZH PXVW UHJX
HWHUQDO VDOHV IRUFHY DQG GLVWULEXWRU HPSOR\HHV RQ UHJXODWRU\ PDWWHUV LQFO
IDLO WR WUDLQ WKHP DSSURSULDWHO\ RU LI WKH\ GR QRW FRPSO\ ZLWK FRQWUDFWXDO UH’
QRW UHSRUWHG RU QRW UHSRUWHG LQ D WLPHO\ PDQQHU LQ EUHDFK RI RXU UHSRUWLQJ RE

,Q DGGLWLRQ DOO DVSHFWV RI RXU EXVLQHVV LQFOXGLQJ UHVHDUFK DQG GHYHORSPHQW
DUH VXEMHFW WR H[WHQVLYH OHJLVODWLRQ DQG JRYHUQPHQWDO UHJXODWLRQ &KDQJHV L
DQG UHIJXODWLRQV FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVYV

JRU H[DPSOH LQ UHVSRQVH WR WKH QHZ (XURSHDQ 8QLRQ UHJXODWLRQV IRU OHGLFDO 'H
SRVWSRQHG IURP 0D\ WR 0D\ 6DQRIL FUHDWHG WKH (8 0'5 WDVN IRUFH 7KLV WDVN |
SRWHQWLDO GHOD\V LQ DSSURYDOV IRU QHZ GUXJ GHYLFH FRPELQDWLRQ SURGXFWV I[RU V
GHYLFH FRPSRQHQW RI DOUHDG\ DSSURYHG GUXJ GHYLFH FRPELQDWLRQ SURGXFWV DQG I
VRPH OHJDF\ PHGLFDO GHYLFHV DV ZHOO DV FRPSOLDQFH ULVNV IRU H[LVWLQJ SURGXF
VXUYHLOODQFH FOLQLFDO HYDOXDWLRQV WUDFHDELOLW\ DQG WUDQVSDUHQF\ $ VLPLODU
UHODWHG WR WKH QHZ UHJXODWLRQV IRU ,Q 9LWUR 'LDJQRVWLF 'HYLFHV ,9'5 GXH WR EH LI

JRU LQIRUPDWLRQ DERXW ULVNV UHODWHG WR FKDQJHYV

a LQ SURSULHWDU\ ULJKWV UXOHV DQG UHJXODWLRQV VHH UO :H UHO\ RQ RXU SDWHQWV
PDUNHW FHUWDLQ RI RXU SURGXFWV I VXFK SDWHQWY DQG RWKHU ULJKWV ZHUH OLPLWE
DGYHUVHO\ DIIHFWHGU EHORZ DQG

4 LQ HQYLURQPHQWDO UXOHV DQG UHJXODWLRQV VHH UO ODQDJHPHQW RI WKH KLVWRULFD
KDYH D VLIJQLILFDQW DGYHUVH HIIHFW RQ RXU UHVXOWV RI RSHUDWLRQVU EHORZ

'H UHO\ RQ RXU SDWHQWY DQG RWKHU SURSULHWDU\ ULJKWV WR SURYLGF
WR PDUNHW FHUWDLQ RI RXU SURGXFWYV I VXFK SDWHQWY DQG RWKHU U
LQYDOLGDWHG RU FLUFXPYHQWHG RXU ILQDQFLDO UHVXOWY FRXOG EH D

7TKURXJK SDWHQW DQG RWKHU SURSULHWDU\ ULJKWV VXFK DV GDWD H[FOXVLYLW\ RU VXSSC
ULJKWV IRU D QXPEHU RI RXU UHVHDUFK EDVHG SURGXFWV +RZHYHU WKH SURWHFWLRQ WK
JXUWKHUPRUH SDWHQWY DQG RWKHU SURSULHWDU\ ULJKWYV GR QRW DOZD\V SURYLGH HIIHF

JRU H[DPSOH JRYHUQPHQWDO DXWKRULWLHY DUH LQFUHDVLQJO\ ORRNLQJ WR IDFLOLWDWH
QHZ UHJXODWRU\ SURSRVDOV LQWHQGHG WR DFKLHYH RU UHVXOWLQJ LQ FKDQJHV WR WKH
RI DFFHOHUDWHG UHJXODWRU\ SDWKZD\V IRU JHQHULF DQG ELRVLPLODU GUXJ DSSURYDOV
IRU QHZ SURGXFWV PRUH GLIILFXOW DQG WLPH FRQVXPLQJ RU FRXOG DGYHUVHO\ DIIHFW WK

ORUHRYHU PDQXIDFWXUHUV RI JHQHULF SURGXFWV RU ELRVLPLODUV DUH LQFUHDVLQJO\ V
SDWHQWYV H[SLUH DQG PDQXIDFWXUHUV RI ELRVLPLODUV RU LQWHUFKDQJHDEOH YHUVLRQ
SURGXFW DSSURYHG EHIRUH WKH H[FOXVLYLW\ SHULRG HQGV )XUWKHUPRUH LQ DQ LQIULQ
GHFLVLRQ UHQGHUHG PD\ QRW FRQFOXGH WKDW RXU SDWHQW RU RWKHU SURSULHWDU\ UL
DOVR VXFFHVVIXOO\ DYRLG RXU SDWHQWYV (YHQ LQ FDVHV ZKHUH ZH XOWLPDWHO\ SUHYDLO
FDXVHG WR XV E\ LQIULQJLQJ SURGXFWYV PD\ EH LQDGHTXDWH WR PDNH XV ZKROH ORUHRYH
JLYHQ SDWHQW RU LQ D VSHFLILF FRXQWU\ LV QRW QHFHVVDULO\ SUHGLFWLYH RI RXU IXW
FRXQWU\ EHFDXVH RI ORFDO YDULDWLRQV LQ WKH SDWHQWY DQG SDWHQW OD2ZzZV

,Q DGGLWLRQ LI ZH ORVH SDWHQW SURWHFWLRQ DV D UHVXOW RI DQ DGYHUVH FRXUW GH
SULYDWH WKLUG SDUW\ SD\HUV DQG SXUFKDVHUV RI SKDUPDFHXWLFDO SURGXFWV PD\ FODL
IRU D GUXJ )RU H[DPSOH LQ $XVWUDOLD RXU SDWHQW RQ FORSLGRJUHO ZDV XOWLPDW
*RYHUQPHQW VRXJKW GDPDJHV IRU LWV DOOHJHG RYHU UHLPEXUVHPHQW RI FORSLGRJUHO
DJDLQVW WKH VDOH RI JHQHULF FORSLGRJUHO GXULQJ WKH FRXUVH RI WKH OLWLJDWLRQ
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GHFLVLRQ Rl WKH )HGHUDO &RXUW RIEOQRVUDLDULDZROWHSQULWYKH MXGJPHQW WR EH GHOLYH
$XVWUDOLD IROORZLQJ WKH DSSHDO RI WKH ILUVW LQVWDQFH GHFLVLRQ E\ WKH $XVWUDOL

,Q FHUWDLQ FDVHV WR WHUPLQDWH RU DYRLG SDWHQW OLWLJDWLRQ ZH RU RXU FROODERU
Rl WKLUG SDUW\ LQWHOOHFWXDO SURSHUW\ ULJKWV $Q\ SD\PHQWV XQGHU WKHVH OLFHQVH
DEOH WR REWDLQ WKHVH OLFHQVHV RQ IDYRUDEOH WHUPV RU DW DOO

7KLUG SDUWLHV PD\ DOVR UHTXHVW D SUHOLPLQDU\ RU SHUPDQHQW LQMXQFWLRQ LQ D FF
SURGXFW LI WKH\ FRQVLGHU WKDW ZH LQIULQJH WKHLU SDWHQW ULJKWV LQ WKDW FRXQW
SURFHHGLQJV LQ VHYHUDO FRXQWULHV LQLWLDWHG DJDLQVW Q\ZDIFK SPIHQHWHRTX BV S/AHIG Q (
UHOLHI VHH 1RWH ' E WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW
SDUWLHV REWDLQ D SUHOLPLQDU\ RU SHUPDQHQW LQMXQFWLRQ RU LI ZH IDLO WR REWDLQ [
SURSHUW\ ULJKWV DV FRQILUPHG E\ D FRXUW Rl ODZ H[LVW RU LI ZH DUH XQDEOH WR DOW
WKLUG SDUW\ LQWHOOHFWXDO SURSHUW\ ULJKWV ZH PD\ EH XQDEOH WR PDUNHW VRPH I
SURILWDELOLW\

JXUWKHUPRUH VRPH FRXQWULHYV PD\ FRQVLGHU JUDQWLQJ D FRPSXOVRU\ OLFHQVH WR D Wk
ZKLFK OLPLWV WKH YDOXH RI WKH SDWHQW SURWHFWLRQ JUDQWHG WR VXFK SURGXFWYV

‘H KDYH LQFUHDVHG WKH SURSRUWLRQ RI ELRORJLFDO WKHUDSHXWLFV LQ RXU SLSHOLQH U
7\SLFDOO\ WKH GHYHORSPHQW PDQXIDFWXUH VDOH DQG GLVWULEXWLRQ RI ELRORJLFDO \V
ULJKWV RWKHUZLVH NQRZQ DV IUHHGRP WR RSHUDWH )72 LVVXHV WR D JUHDWHU H[WHQ\
WA\SHV Rl SDWHQWY DOORZHG E\ QDWLRQDO SDWHQW RIILFHV )XUWKHU RXU DELOLW\ WR V
WKH OHJDO LQWHUSUHWDWLRQ DQG FDVH ODZ RI QDWLRQDO FRXUWV ,Q DGGLWLRQ ZH H[S
‘LWK WKH DFFHOHUDWHG UHJXODWRU\ SDWKZD\V SURYLGHG LQ WKH 8QLWHG 6WDWHV DQG
WKUHDW WR WKH H[FOXVLYLW\ RI DQ\ ELRORJLFDO WKHUDSHXWLFV ZH VHOO RU PD\ PDUNF
PROHFXOH JHQHULF WKUHDW GHVFULEHG DERYH ,I D ELRVLPLODU YHUVLRQ RI RQH RI RXU &
RU SURILWDELOLW\ RI WKDW SURGXFW

,| RXU SDWHQWYV DQG RU SURSULHWDU\ ULJKWV WR RXU SURGXFWV ZHUH OLPLWHG RU FLUFX
SLVNV UHODWLQJ WR RXU EXVLQHVV

7KH SULFLQJ DQG UHLPEXUVHPHQW RI RXU SURGXFWV LV LQFUHDVLQJO\ D
FROWDLQPHQW SUHVVXUHY DQG GHFLVLRQV RI JRYHUQPHQWY DQG RWKHU

7KH FRPPHUFLDO VXFFHVV RI RXU H[LVWLQJ SURGXFWV DQG RXU SURGXFW FDQGLGDWHYV G
ZKLFK WKH\ DUH UHLPEXUVHG $W D WLPH RI LQWHQVH VFUXWLQ\ RYHU GUXJ SULFHV RXU
SUHVVXUH GXH LQWHU DOLD WR

a VWULFWHU SULFH DQG DFFHVV FRQWUROV LPSRVHG E\ JRYHUQPHQWY DQG RWKHU SD\HUV
O UHTXLUHPHQWV IRU JUHDWHU WUDQVSDUHQF\ DURXQG RI GUXJ SULFLQJ DQG GUXJ GHYH
O ZLGHVSUHDG XVH RI LQWHUQDWLRQDO UHIHUHQFH SULFLQJ DQG WKHUDSHXWLF UHIHUHQ
O PDQGDWRU\ SULFH FXWV UHQHJRWLDWLRQV LQGXVWU\ SD\EDFN DQG UHEDWHYV
O VKLIWLQJ Rl WKH SD\PHQW EXUGHQ WR SDWLHQWYV WKURXJK KLIKHU FRSD\PHQWYV DQG FI
O GHOLVWLQJ IURP UHLPEXUVHPHQW DQG UHVWULFWLRQV RQ WKH ODEHO SRSXODWLRQ

DFFHVV UHVWULFWLRQV IRU KLJK SULFHG LOQOQRYDWLYH PHGLFLQHYV

WLIJKWHU IRUPXODU\ PDQDJHPHQW LQFOXGLQJ VWHSSHG WKHUDS\ VWULFW SULRU DXW
DQG SKDUPDF\ EHQHILW PDQDJHUV 3%0V LQ WKH 8QLWHG 6WDWHYV

SUHVFULELQJ JXLGHOLQHV DQG ELQGLQJ PHGLFLQH XWLOL]DWLRQ FRQWUROV
JUHDWHU XVH RI WHQGHULQJ DQG FHQWUDOL]HG SURFXUHPHQW QDWLRQDO UHJLRQDO F

O FURVV FRXQWU\ FRRSHUDWLRQ LQ SULFH QHJRWLDWLRQV FRQWUDFWLQJ RU SURFXUHPI
LOQLWLDWLYH WKH %H1H/X[$ DOOLDQFH LQ (XURSH 6RXWK $PHULFD 3%$+2 DUUDQJHPHQW\

O GLVFULPLQDWRU\ DQG QRQ WUDQVSDUHQW SULFLQJ DQG SURFXUHPHQW SROLFLHV H J
IDYRU RI GRPHVWLF SKDUPDFHXWLFDO FRPSDQLHV DQG

O DGGLWLRQDO FRPSOH[LW\ LQ WKH DFFHVV HQYLURQPHQW FUHDWHG E\ WKH &29,' 3DQG
a ZLGHVSUHDG XVH RI KHDOWK WHFKQRORJ\ DVVHVVPHQW +7%$ WR LQIRUP FRYHUDJH DQG U

O PRUH VWULQJHQW HYLGHQFH DQG YDOXH UHTXLUHPHQWYV H J FRPSDUDWLYH HIIHFWLY
HFRQRPLF PRGHOOLQJ E\ SD\HUV DQG +7%$ DXWKRULWLHYV UDLVLQJ WKH EDU IRU PDUNH\

O XQUHDVRQDEOH WKUHVKROGV IRU FRVW HIIHFWLYHQHVV DQG
O LQFUHDVLQJO\ UHVWULFWLYH +7$%$ GHFLVLRQV ZLWK VLJQLILFDQW YDULDWLRQ DFURVV PI
a ORVV RI H[FOXVLYLW\ DQG JHQHULF DQG ELRVLPLODU FRPSHWLWLRQ DFFHOHUDWLQJ SUL

O LQFUHDVLQJ SHQHWUDWLRH IRHIHXHULFR I JOWRHEDFOLANSWLRQ GUXJV GLVSHQVHG LQ WKH 86
O QH[W JHQHUDWLRQ RI ELRVLPLODUV FRPLQJ WR WKH PDUNHW DFURVV PDMRU WKHUDSHX

o O o O
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O VDYLQJV SRWHQWLDO IURP LQFUHDVHG ELRVLPLODU XVH H[SHFWHG WR EH D FXPXODW
,49,% ,QVWLWXWH DQG

O HYROYLQJ UHJXODWRU\ ODQGVFDSHV WR VXSSRUW LQWHUFKDQJHDELOLW\ HJ 86 DQG

,Q WKH 8QLWHG 6WDWHYV ZKLFRI RPAR XQGMWH BDIRHWY L Q WKH JRYHUQPHQWXV IRFXV UHPD
SDQGHPLF 7KHUH UHPDLQV D VLJQLILFDQW ULVN WKDW WKH 86 &RQJUHVV FRXOG HQDFW VX
FRXOG XVH LWV H[HFXWLYH DXWKRULW\ WR SDVV GUXJ SULFLQJ OHJLVODWLRQ ZLWK D SR!
SULFLQJ 2WKHU ULVNV LQFOXGH WKH LQFUHDVLQJ IRFXV RQ SULFH WUDQVSDUHQF\ DQG \
JLQDOO\ WKHUH DUH SHUVLVWHQW VXSSO\ FKDLQ FKDOOHQJHV GXH WR KLJK GHSHQGHQF\ R
IURP WKH 86 ZKHUH WKH\ DUH PRUH H[SHQVLYH WKH FXUUHQW FRVW FRQWDLQPHQWY ZRXOC
SULFHV ZKLFK ZRXOG LPSDFW WKH PDUJLQV RI RXU SURGXFWYV

,Q DGGLWLRQ WKH FRQWLQXHG FRQVROLGDWLRQ Rl WKH 86 SKDUPDF\ EHQHILWY PDQDJHPH
ODUJHVW WKUHH 3%0V *URXS 3XUFKDVLQJ 2UJDQL]DWLRQV O 2SWXP5[ (PLVDU &96 &DUHP
FRYHULQJ RYHU Rl 86 SUHVFULSWLRQ FODLPV FRQVROLGDWLRQ KDV OHG WR PRUH DJJUF
ODUJHU UHEDWHV LQ UHWXUQ IRU DFFHVV 7KH ULVH RI GUXJ IRUPXODU\ H[FOXVLRQV LQ I
VLIJQLILFDQW UHGXFWLRQ LQ VDOHYV

,Q &KLQD ZH FRQWLQXH WR IDFH LQFUHDVLQJO\ ILHUFH ORFDO FRPSHWLWLRQ LQ D PDUN
VWDNHKROGHUV

7KH 1DWLRQDO +HDOWKFDUH 6HFXULW\ $GPLQLVWUDWLRQ 1+6$%$ SOD\V DQ LQFUHDVLQJ
DJJUHVVLYH SULFLQJ SROLFLHV IRUFLQJ XV WR GUDVWLFDOO\ UHGXFH SULFHV WR JDLQ DFF

‘H H[SHFW FRPSHWLWLYH DQG SULFLQJ SUHVVXUH WR LQWHQVLI\ DFURVV RXU SRUWIROLR LC
UHLPEXUVHPHQW GUXJ OLVW 15/ SULFH QHJRWLDWLRQV DQG QDWLRQDO YROXPH EDVHC(
SUHYDLOLQJ

2QFRORJ\ SURGXFWV LQ SDUWLFXODU DUH H[SHULHQFLQJ JUHDWHU SULFH FXWV GXH WR L
QHJRWLDWLRQV HVSHFLDOO\ LQOWKHRRQO\LQKILEHWIR B 'VSDFHLELWRUY ZHUH DGGHG WR WKH |
LQ WKH WKHUDSHXWLF FODVV IDLOHG WR SDVV WKH QHJRWLDWLRQ SKDVH VLJQDOLQJ DG
&KLQD

JXUWKHU H[SDQVLRQ RI WKH 9%3 SROLF\ WR ELRORJLFV DQG ELRVLPLODUY DOVR SRVHV D I
PRYLQJ IRUZDUG $OWKRXJIJK WKHUH LV VWLOO XQFHUWDLQW\ DURXQG WKH PHFKDQLVP IRU
URXQG ZH H[SHFW RXU GLDEHWHY VDOHV ZLOO EH LPSDFWHG LQ

'XH WR WKHVH FRPSHWLWLYH SUHVVXUHV RQ RXU SULFHV RXU UHYHQXHV DQG PDUJLQV DUF

,Q (XURSH LQ 1RYHWKHU(XURSHDQ &RPPLVVLRQ (& DGRSWHG D QHZ 3KDUPDFHXWLFDO 6W
KLIJIKHU FRQVWUDLQWY DQG ORZHU LQQRYDWLRQ UHZDUGV SRVLQJ GRZQVLGH ULVNV DFURV

7KH &RPPLVVLRQxV PRVW FRQFHUQLQJ SURSRVDOV UHODWH WR UHYDPSLQJ LQFHQWLYHV L
DOORZLQJ HDUOLHU PDUNHW HQWU\ RI JHQHULFV DQG ELRVLPLODUV SURPRWLQJ JUHDWHU
FURVV ERUGHU FROODERUDWLRQ RQ SULFLQJ DQG SURFXUHPHQW

2XU UHVHDUFK DQG GHYHORSPHQW HIIRUWY PD\ QRW VXFFHHG LQ DGHTXD
SURGXFW SRUWIROLR

'LVFRYHULQJ DQG GHYHORSLQJ D QHZ SURGXFW LV D FRVWO\ OHQJWK\ DQG XQFHUWDLQ
SKDUPDFHXWLFDO LQGXVWU\ ZH PXVW FRPPLW VXEVWDQWLDO UHVRXUFHYV HDFK \HDU WR U]
WR FRPSHQVDWH IRU GHFUHDVLQJ VDOHV RI SURGXFWYV IDFLQJ SDWHQW H[SLUDWLRQ DQG
ORZHU SULFHG JHQHULFV RU FRPSHWLWLRQ IURP QHZ SURGXFWV RI FRPSHWLWRUV WKDW D
‘H PXVW SXUVXH ERWK HDUO\ VWDJH UHVHDUFK DQG HDUO\ DQG ODWH GHYHORSPHQW VWD,
SRUWIROLR RI SURGXFWYV ,Q PLOOIHRYSRH@Q@QWHVHDUFK DQG GHYHORS$ RXQUWQ HDW RUXCQONMLMQ J) LD
LQYHVW LQ WKH ULJKW WHFKQRORJ\ SODWIRUPVY WKHUDSHXWLF DUHDV SURGXFW FODVVI
DGYHUVHO\ LPSDFW WKH SURGXFWLYLW\ RI RXU SLSHOLQH

‘H SULRULWL]H VL[ SRWHQWLDOO\ WUDQVIRUPDWLYH WKHUDSLHV LQ DUHDV RI KLJK XQPH
KHPRSKLOLD DPFHQHVWUDQW EUHDVW FDQFHU DPOLWHOLPDE DWRSLF GHUPDWLWLYV
PXOWLSOH VFOHURVLV :H DOVR DQQRXQFHG RXU GHFLVLRQ WR GLVFRQWLQXH RXU UHVH
UHIRFXVY RXU 5 ' VWUDWHJI\ RQ RQFRORJ\ LPPXQRORJ\ DQG LQIODPPDWLRQ PXOWLSOH VFO!
GLVRUGHUV ,Q 6DQRIL DFTXLUHG 7UDQVODWH %LR WR DFFHOHUDWH WKH GHSOR\PHQW
LQFOXGLQJ IRU VHDVRQDO LQIOXHQ]D DQG EH\RQG YDFFLQHV WKHUDSHXWLFV ZKHUH WK
WHFKQRORJ\ LV VWLOO LQ LWV YHU\ HDUO\ GD\V DQG WKH DELOLW\ RI WKLV WHFKQRORJ\
DVVHUWHG ZH PD\ DOVR IDLO WR LPSURYH RXU GHYHORSPHQW SURGXFWLYLW\ VXIILFLHQ
VXFFHVVIXOO\ LGHQWLI\ HIWHUQDO EXVLQHVV RSSRUWXQLWLHV RU UHDOL]JH WKH DQWLFLS
EHORZ ,Q DGGLWLRQ WKH FRPSHWLWLYH ODQGVFDSH LQFOXGHV D KLJK OHYHO RI XQFHU
HYDOXDWLQJ VLPLODU WDUJHWYV DQG D SURGXFW FRQVLGHUHG DV SURPLVLQJ DW WKH EH.
FRPSHWLWRU DGGUHVVLQJ WKH VDPH XQPHW QHHG UHDFKHV WKH PDUNHW HDUOLHU 7KHUF
ZLOO EH SURYHQ VDIH RU HIIHFWLYH VHH U,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\ O %
'"HYHORSPHQWU 2YHU WKHVH UHVHDUFK DQG GHYHORSPHQW F\FOHV XVXDOO\ VSDQQLQJ V
GHYHORSPHQW O LQFOXGLQJ SUH FOLQLFDO DFWLYLWLHYV DQG FOLQLFDO WULDOV O WKDW Z
KDYH WR DEDQGRQ D SURGXFW LQ ZKLFK ZH KDYH LQYHVWHG VXEVWDQWLDO DPRXQWYV RI
GHVLIJQHG ZLWK FOLQLFDO HQGSRLQWYV RI VXSHULRULW\ IDLOXUH WR DFKLHYH WKRVH HQ
GHYHORSPHQW SURJUDP

6$12), )250 )



3$57 ,
,7(0  .H\ LQIRUPDWLRQ

'"HFLVLRQV FRQFHUQLQJ WKH VWXGLHVY WR EH FDUULHG RXW FDQ KDYH D VLJQLILFDQW LPSD
GHSWK VWXGLHYVY FDQ GHPRQVWUDWH WKDW D SURGXFW KDV DGGLWLRQDO EHQHILWYV IDFLC
DQG WLPH FRQVXPLQJ DQG PD\ GHOD\ WKH SURGXFWxV VXEPLVVLRQ WR UHJXODWRU\ DXWKR

,Q DGGLWLRQ IROORZLQJ RU LQ VRPH FDVHV FRQWHPSRUDQHRXVO\ ZLWK WKH PDUNH\
JRYHUQPHQWDO DJHQFLHY DQG RU QDWLRQDO RU UHJLRQDO WKLUG SDUW\ SD\HUV +7$ ERG|
YDOXH RI WKH QHZ SURGXFW DVVHVV WKH PHGLFDO QHHG LW VHUYHV DQG SURYLGH UHFR
DQDO\WHYV PD\ UHTXLUH DGGLWLRQDO VWXGLHV LQFOXGLQJ FRPSDUDWLYH VWXGLHV ZKLF
ZKLFK WKH QHZ SURGXFW WUHDWVYV DQG DGG FRVWVYV WR LWV GHYHORSPHQW 2XU FRQWLQ
SURGXFWVY DQG IRU WKH ODXQFKHV RI QHZO\ UHJLVWHUHG PROHFXOHV FRXOG WKHUHIRUH
UHYHQXHV ZKLFK ZRXOG QHJDWLYHO\ DIITHFW RXU RSHUDWLQJ UHVXOWY DQG SURILWDELOLV

/IDVWO\ WKHUH FDQ EH QR DVVXUDQFH WKDW DOO WKH SURGXFWYV DSSURYHG RU ODXQFKHG

%UHDFKHV RI GDWD VHFXULW\ GLVUXSWLRQV RI LQIRUPDWLRQ WHFKQROF
WKUHDWY FRXOG UHVXOW LQ ILQDQFLDO OHJDO EXVLQHVV RU UHSXWDW

2XU EXVLQHVV GHSHQGYV KHDYLO\ RQ WKH XVH RI LQWHUGHSHQGHQW LQIRUPDWLRQ WHFKQR
WRROV &HUWDLQ NH\ DUHDV VXFK DV UHVHDUFK DQG GHYHORSPHQW SURGXFWLRQ DQG V
VIVWHPV LQFOXGLQJ FORXG EDVHG FRPSXWLQJ RU WKRVH RI WKLUG SDUW\ SURYLGHUV LC
VHQVLWLYH RU SHUVRQDO LQIRUPDWLRQ UHJDUGLQJ RXU SDWLHQWY FOLQLFDO WULDOV Y
WKHUHIRUH YXOQHUDEOH WR F\EHUVHFXULW\ DWWDFNV DQG LQFLGHQWYV DQG PLVXVH RU PD
RI FRQILGHQWLDO LQIRUPDWLRQ RU WKH PRGLILFDWLRQ RI FULWLFDO GDWD

‘H DQG RXU WKLUG SDUW\ VHUYLFH SURYLGHUV VXSSOLHUV FRQWUDFW PDQXIDFWXUHUV G
RXU DELOLW\ VHFXUH LQIRUPDWLRQ WHFKQRORJ\ VA\VWHPV IRU WKH SURWHFWLRQ RI GD)
H[SHULHQFH FHUWDLQ RI WKH IROORZLQJ HYHQWYV ZKLFK SRVH D ULVN WR WKH VHFXULW\
FRQILGHQWLDOLW\ LQWHJULW\ DQG DYDLODELOLW\ RI WKH &RPSDQ\xV VHQVLWLYH GDWD

RU GHWHULRUDWLRQ LQ WKH HYHQW RI D VIVWHP PDOIXQFWLRQ RU LQFUHDVLQJ WKUHDW R
EUHDFK LQGXVWULDO HVSLRQDJH DWWDFNV LQVLGHU WKUHDW DWWDFNV F\EHUFULPHV L
ORVW GDWD SURJUDPPLQJ RU KXPDQ HUURUV RU RWKHU VLPLODU HYHQWV 7KH SDQGHPL
LOQOWHOOLJHQFH E\ FULPLQDO RUJDQL]DWLRQV WDUJHWLQJ LQIRUPDWLRQ UHODWHG WR &29,
RSSRUWXQLW\ IRU VXFK DWWDFNV DV UHPRWH ZRUNLQJ KDV EHFRPH PRUH ZLGHO\ XVHG D(
OHVV VHFXUH KRPH EDVHG HQYLURQPHQWY $OVR LQ WKH HYHQW RI DQ DWWDFN 86 DQG |
LPSRVHV LQFUHDVLQJ UHVWULFWLRQV RQ SD\PHQWYV RI UDQVRP $V D UHVXOW RXU DELO
EXVLQHVV FRQWLQXLW\ FRXOG EH DW ULVN LI ZH DUH XQDEOH WR UHFRYHU GDWD WKURXJK

(DFK RI WKHVH HYHQWYVY FRXOG QHJDWLYHO\ LPSDFW LPSRUWDQW SURFHVVHV VXFK DV VI
RXWFRPHV WR KHDOWK DXWKRULWLHYV IRU PDUNHWLQJ DXWKRUL]J]DWLRQV WKH IXQFWLRQLQ.
OHJDO UHTXLUHPHQWY WUDGH VHFUHWV VHFEXULW\ VWUDWHIJLHY DQG RWKHU NH\ DFWLY
EHWZHHQ WKHPVHOYHV DV ZHOO DV ZLWK WKLUG SDUWLHV VHH DOVR UO 3URGXFW OLDE
RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQU DERYH 7KLV FRXOG UHVXOW LQ PDWHULDO ILC
KDUP

$OWKRXJIK ZH PDLQWDLQ UHOHYDQW LQVXUDQFH FRYHUDJH WKLV LQVXUDQFH PD\ QRW EH
OHJDO EXVLQHVV RU UHSXWDWLRQDO ORVVHV WKDW PD\ UHVXOW IURP DQ LQWHUUXSWLRQ
DWWDFNV FRXOG EH FRQVLGHUHG DV DQ $FW RI :DU VXEMHFW WR LQVXUDQFH H[FOXVLRQ

7TKH PDQXIDFWXUH RI RXU SURGXFWV LV WHFKQLFDOO\ FRPSOH[ DQG VXS.
SURGXFW UHFDOOV RU LQYHQWRU\ ORVVHYV FDXVHG E\ XQIRUHVHHQ HYHQ!
DGYHUVHO\ DITHFW RXU RSHUDWLQJ UHVXOWY DQG ILQDQFLDO FRQGLWLR(
SURGXFWYV DQG QHIJDWLYHO\ LPSDFW RXU LPDJH

0DQ\ RI RXU SURGXFWV DUH PDQXIDFWXUHG XVLQJ WHFKQLFDOO\ FRPSOH[ SURFHVVHV Z
VSHFLDOL]HG IDFLOLWLHY WUDLQHG DQG FHUWLILHG HPSOR\HHV DQG KLJKO\ VSHFLILF UD:
FRPSO\ ZLWK L FXUUHQW *RRG ODQXIDFWXULQJ 3UDFWLFHV F*03 LL RWKHU DSSOLFDEO
DURXQG WKH ZRUOG DV ZHOO DV LLL RXU RZQ TXDOLW\ VWDQGDUGYV 7KLUG SDUWLHV VXt
DQG PHGLFDO GHYLFHV ZKLFK H[SRVHV XV WR WKH ULVN RI D VXSSO\ VKRUWDJH RU LQWH
PDQXIDFWXUH RXU SURGXFWYV LQ OLQH ZLWK TXDOLW\ VWDQGDUGV RU LI WKH\ H[SHULHQFH
PDQXIDFWXULQJ IDFLOLW\ ORFDWHG LQ $OOVWRQ /DQGLQJ LQ WKH 8QLWHG 6WDWHV WR D
&HUH]'PHH QRZ UHO\ RQ WKDW WKLUG SDUW\ IRU FHUWDLQ PDQXIDFWXULQJ DQG WHVWLQJ
UHOHYDQW FRQWUDFWXDO DJUHHPHQWY ZLWK VXFK WKLUG SDUW\ 7KH PDQXIDFWXULQJ DQ
$OOVWRQ /DQGLQJ IDFLOLW\ DUH VXEMHFW WR WKH WHUPV RI D FRQVHQW GHFUHH UHTXL!
EHWZHHQ *HQ]J\PH DQG WKH 86 JRYHUQPHQW LQ ‘H QRZ UHO\ RQ WKH WKLUG SDUW\ W
PDOQXIDFWXULQJ DQG WHVWLQJ VHUYLFHVY RQ RXU EHKDOI DQG WR HQVXUH FRPSOLDQFH ZL\
GHFUHH ‘H FRXOG EH VXEMHFW WR SURGXFW VXSSO\ ULVN LI WKH WKLUG SDUW\ LV XQDEO
SDUW\ DFTXLUHU Rl WKH $OOVWRQ /DQGLQJ VLWH IDLOV WR FRPSO\ ZLWK DSSOLFDEOH Ol
UHOHYDQW VHUYLFHV

(SLGHPLFV DQG RWKHU SXEOLF KHDOWK FULVHV VXFK DV WKH RQJRLQJ FRURQDYLUXV SDC
VXVSHQVLRQ LQ WKH SURGXFWLRQ RI RXU DFWLYH SKDUPDFHXWLFDO LQJUHGLHQWYV $3,

UHVWULFWLYH PHDVXUHYVY SXW LQ SODFH LQ RUGHU WR FRQWURO DQ RXWEUHDN RI FRQWDJL
RI RXU SULQFLSDO SURGXFWLRQ VLWHVY PD\ KDYH D PDWHULDO DQG DGYHUVH HIIHFW RQ
DGYHUVHO\ DIIHFW RXU EXVLQHVV RSHUDWLQJ UHVXOWV RU ILQDQFLDO FRQGLWLRQ VHH U
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O % 3URGXFWLRQ DQG 5DZ ODWHULDOVU IRU D GHVFULSWLRQ Rl WKHVH RXWVRXUFLQJ I
SDQGHPLF DQG UHODWHG GHYHORSPHQWY LQFOXGLQJ PHDVXUHVY LPSOHPHQWHG LQ UHVSIH
ILQDQFLDO SHUIRUPDQFH LV KLJKO\ XQFHUWDLQ DQG GLIILFXOW WR SUHGLFWU EHORZ

2XU EXVLQHVV PD\ UHTXLUH WKH WUDQVIRUPDWLRQ DQG DGDSWDWLRQ RI RXU SODQWV LQ R
VXIILFLHQW TXDQWLWLHY WR VDWLVI\ GHPDQG 7KLV PD\ EH QHFHVVDU\ WR PHHW WKH QHHC
WR HQVXUH WKH VFDOLQJ XS SURGXFWLRQ RI SURGXFWY XQGHU GHYHORSPHQW RQFH DS
UHTXLUHPHQWYV IRU H[DPSOH WKH IDFW WKDW LQVXOLQ LV QR ORQJHU UHJXODWHG E\ WK
WUDQVIRUPDWLRQ DQG DGDSWDWLRQ RI RXU LQVXOLQ PDQXIDFWXULQJ SODQW LQ JUDQNIXU
ZLWKLQ WKH H[SHFWHG WLPH )XUWKHUPRUH RXU ELRORJLFDO SURGXFWV LQ SDUWLFXODU
RI ORVV RI LQYHQWRU\ EHFDXVH Rl WKH GLIILFXOWLHYV LQKHUHQW LQ WKH SURFHVVLQJ RI

DGHTXDWH DPRXQWV RI UDZ PDWHULDOV PHHWLQJ UHTXLUHG VWDQGDUGY ,Q DGGLWLRQ \
PDQ\ ELRORJLFDO SURGXFWV IRU H[DPSOH FROG VWRUDJH LV UHTXLUHG IRU FHUWDLQ

SURGXFWV 7KHVH SURGXFWLRQ GLIILFXOWLHY PD\ DOVR EH HQFRXQWHUHG GXULQJ WHVWL
EHLQJ UHOHDVHG )RU H[DPSOH LQ LQ &KLQD ZH HQFRXDMFHQHGGXKSW® \ SFURRBONHPLYL 2 MK
RI D UDZ PDWHULDO XVHG LQ WKH IRUPXODWLRQ RI WKLY YDFFLQH LQ &KLQD $V D UHVXOW
UHTXLUHPHQWYV

6RPH RI RXU SURGXFWLRQ VLWHVY DQG VRPH RI RXU VXSSOLHUV DQG RU FRQWUDFWRUVx V
DV IORRGV HDUWKTXDNHY DQG KXUULFDQHV 6XFK GLVDVWHUV FRXOG EH H[DFHUEDWHG E\
H[SHULHQFH VHYHUH GHVWUXFWLRQ RU LQWHUUXSWLRQ RI RXU RSHUDWLRQV DQG SURGXFW
DV ZHOO DV VWDQGDUGV UHTXLUHG IRU WKH PDQXIDFWXUH RI RXU SURGXFWV VXEMHFW X\
LGHQWLILHG RU VXVSHFWHG SUREOHPV FDQ FDXVH SURGXFWLRQ GHOD\V VXEVWDQWLDO +
GHOD\ WKH ODXQFK Rl QHZ SURGXFWV WKLV FRXOG DGYHUVHO\ DIIHFW RXU RSHUDWLQJ UH
DQG WKH ULVN RI SURGXFW OLDELOLW\ VHH UO 3URGXFW OLDELOLW\ FODLPV FRXOG DGY|
FRQGLWLRQU DERYH

:KHQ PDQXIDFWXULQJ GLVUXSWLRQV RFFXU ZH PD\ QRW KDYH DOWHUQDWH PDQXIDFWXULQJ
PDQXIDFWXULQJ GLVUXSWLRQV RXU DELOLW\ WR XVH EDFNXS IDFLOLWLHV RU VHW XS QHZ |
PDQXIDFWXUH DQG JHQHUDOO\ UHTXLUH GHGLFDWHG IDFLOLWLHV (YHQ WKRXJK ZH DLP V
LQFOXGLQJ E\ PDQXIDFWXULQJ EDFNXS VXSSOLHV RI RXU SULQFLSDO DFWLYH LQJUHGLHQWYV
WKH\ ZLOO EH VXIILFLHQW LI RXU SULQFLSDO VRXUFHV EHFRPH XQDYDLODEOH 6ZLWFKLQJ"
DQG SULRU DSSURYDO E\ KHDOWK DXWKRULWLHV

6XSSO\ VKRUWDJHVY JHQHUDWH HYHQ JUHDWHU QHJDWLYH UHDFWLRQV ZKHQ WKH\ RFFXU ZL\
WKHUDSHXWLF DOWHUQDWLYHV 6KRUWDJHV RI VSHFLILF SURGXFWV FDQ KDYH D QHJDWL
SURIHVVLRQDO KHDOWKFDUH SURYLGHUY DQG WKH LPDJH RI 6DQRIL DQG PD\ OHDG WR ORZH

$ VXEVWDQWLDO VKDUH RI WKH UHYHQXH DQG LQFRPH RI 6DQRIL GHSHQG)
RI FHUWDLQ IODJVKLS SURGXFWYV

$v SDUW RI WKH SUHVHQWDWLRQ RI RXU VWUDWHJI\ LQ '"HFHPEHU ZH DQQRXQFHG RXU LQ\
'XSL[A@WG RXU 9DFFLQHV RSHUDWLRQV ZKLFK ZH KDYH LGHQWLILHG DV NH\ JURZWK GULYHI
RI PHGLFLQHY DQG YDFFLQHV PD\ QRW GHOLYHU WKH H[SHFWHG EHQHILWYVY :H PD\ DOVR H
WHUPV RI WLPLQJ SULFLQJ PDUNHW DFFHVV PDUNHWLQJ HIIRUWY DQG GHGLFDWHG VDOH
H[SHFWHG EHQHILWY 7KH FRPSHWLWLYH HQYLURQPHQW IRU D JLYHQ SURGXFW PD\ DOVR KD
LQLWLDO H[SHFWDWLRQV 7KH QHHG WR SULRULWL]H WKH DOORFDWLRQ RI UHVRXUFHV PD\ C
RI RXU SURGXFWV

$OVR ZH FXUUHQWO\ JHQHUDWH D VXEVWDQWLDO VKDUH RI RXU QHW VDOHV IURP FHUWDLC
DQG 3URVSHFWV 0 $ S5HVXOWYV RI 2SHUDWLRQV O <HDU HQGHG 'HFHPEHU FRPSDUHG :
1HW 6DOHV O 3KDUPDFHXWLFDOV VHJPH QWO H URW H DPHWO HAL®U]RQ W Q UHSURNRRWLQJ
QHW VDOHV IRU WKH \HDU DQG LV 6DQRIL ELIJJHVW SURGXFW LQ WHUPV Rl VDOHYV

$PRQJ RXU IODJVKLS SURGXFWRR®AWERWWYHDG\ IDFH JHQHULF FRPSHWLW LRQ SPOQ WK P
LPSRUWDQW LW ZDV RQH RI 6DQRILxV OHDGLQJ SPROOER Y "LEK DB IWHRMK CHDAG VOD BY RRG X FW

WR IDFH JHQHULF FRPSHWLWLRQ LQ WKH 86 VWDUWLQJ IURP ODUFK IROORZIDFHD VHWW
JHQHULF FRPSHWLWLRQ VLQFH 6HSWHPEHU LQ WKH 86 DQG WKH HQG RI ODUFK LQ (XU

ORUH JHQHUDOO\ DQ H[SLUDWLRQ RI HIIHFWLYH LQWHOOHFWXDO SURSHUW\ SURWHFWLRQV
PRUH ORZHU SULFHG JHQHULF FRPSHWLWRUV RIWHQ OHDGLQJ WR D UDSLG DQG VLJQLILFI
UHJDUGLQJ RQJRLQJ SDWHQW OLWLJDWLRQ VHH 1RWH' E WR WKH FRQVROLGDWHG ILQDQ

7KH LOQWURGXFWLRQ RI D JHQHULF SURGXFW UHVXOWY LQ DGYHUVH SULFH DQG YROXPH HII
DOWKRXJK ZH GR QRW EHOLHYH LW LV SRVVLEOH WR VWDWH ZLWK FHUWDLQW\ ZKDW OHYHO

FRPSHWLWLRQ D FRPSDULVRQ RI RXU FRQVROLGDWHG QHW VDOHV IRU DQG IRU Wi
FRPSHWLWLRQ VKRZVPR@RWQRRI QHW VDOHVY RQ D UHSRUWHG EDVLV VHH U,WHP 2SHUD!'
(Ol ,PSDFWV Rl &RPSHWLWLRQ IURP *HQHULFV DQG %LRVLPLODUVU +RZHYHU RWKHU S

VXFK DV D IDOO LQ WKH DYHUDJH SULFH RI FHUWDLQ SURGXFWV H J /DQWXV

YXUWKHUPRUH LQ JHQHUDO LI RQH RU PRUH RI RXU IODJVKLS SURGXFWV ZHUH WR HQFRXC
XQH[SHFWHG VLGH HIIHFWV SURGXFW UHFDOOV QRQ DSSURYDO E\ WKH KHDOWK DXWKRU
SUHVVXUH DQG PDQXIDFWXULQJ RU VXSSO\ LVVXHV WKH DGYHUVH LPSDFW RQ RXU EXVLQH
VLIQLILFDQW

6$12), )250 )



3$57 ,
,7(0  .H\ LQIRUPDWLRQ

‘H UHO\ RQ WKLUG SDUWLHV IRU WKH GLVFRYHU\ PDQXIDFWXUH PDUNHWI
VRPH RI RXU SURGXFWYV

2XU LQGXVWU\ LV ERWK KLIJKO\ FROODERUDWLYH DQG FRPSHWLWLYH ZKHWKHU LQ WKH GL
PDUNHWLQJ DQG GLVWULEXWLRQ RI DSSURYHG SURGXFWYV RU PDQXIDFWXULQJ DFWLYLWLHYV
DVSHFWV RI RXU EXVLQHVY DQG ZH QHHG WR HQVXUH RXU DWWUDFWLYHQHVY DV D SRWHQW

'H FRQGXFW D QXPEHU RI VLJQLILFDQW UHVHDUFK DQG GHYHORSPHQW SURJUDPV DQG PDU
ELRWHFKQRORJ\ DQG SKDUPDFHXWLFDO FRPSDQLHV )RU H[DPSOH ZH FXUUHQWO\ KDYH I
PRQRFORQDO DQWLERGLHV IRU WKH GHYHORSPHQWH P Pa FRPIPGHUFL D O DI@V 168§ R1 * XB(*[IH Q W
LWHSHNLPDE )XUWKHU LQ $SULO 6DQRIL DQG 5HJHQHURQ UHVWUXEWBROHGR®KMLE D
VHH U,WHP )LQDQFLDO 3UHVHQWDWLRQ RI $OOLDQFHV O $ $OOLDQFH $UUDQJHPHQW
5HIJHQHURQ WR VXFFHVVIXOO\ FDUU\ RXW WKHLU UHVSRQVLELOLWLHYV ZLWK UHJDUG WR WK
LPPXQR RQFRORJ\ ZH KDYH D JOREDO FROODERUDWLRQ ZLWK 5HJHQHURQ IRU WKH MRLQV
SURJUDPPHG FHOO GHDWK SURWHLQ 3'"  LQHMEDWRHLP DQWQIRRIP\D WLRWDRR) WKH &RPSDC
2YHUYLHZUO )LQDOO\ ZH PD\ DOVR UHO\ RQ SDUWQHUV WR GHVLJQ DQG PDQXIDFWXUH P|
SURGXFWYV

$V UHIJDUGY SURGXFWYV UHFHQWO\ ODXQFKHG RU XQGHU GHYHORSPHQW IRU ZKLFK ZH KDYH
DSSOLFDEOH DOOLDQFH DJUHHPHQW PD\ UHTXLUH XV WR VKDUH SURILWY DQG ORVVHV DI
SDUWQHUV 7KLV GLIIHUV IURP WKH WUHDWPHQW RI UHYHQXH DQG FRVWY JHQHUDWHG E\ R\
VXFK SURILW VKDULQJ PD\ GHOLYHU D ORZHU FRQWULEXWLRQ WR RXU ILQDQFLDO UHVXOWYV

‘H FRXOG DOVR EH VXEMHFW WR WKH ULVN WKDW ZH PD\ QRW SURSHUO\ PDQDJH WKH GHFLV
EH XQGHU WKH FRQWURO RI RU VXEMHFW WR WKH DSSURYDO RI RXU FROODERUDWLRQ SDU
VXEMHFW WR WKH ULVN WKDW RXU SDUWQHUV PD\ QRW SHUIRUP HIIHFWLYHO\ ZKLFK FRXOG
UHVSRQVLEOH IRU WKH SHUIRUPDQFH RI FHUWDLQ NH\ WDVNV RU IXQFWLRQV IRU H[DPS
GHYHORSPHQW SURFHVV RU GLIIHULQJ SULRULWLHYV PD\ DGYHUVHO\ DIIHFW RXU EXVLQHVV
DUUDQJHPHQWY :H DOVR FDQQRW JXDUDQWHH WKDW WKLUG SDUW\ PDQXIDFWXUHUV ZLOO
UHTXLUHPHQWY 6XEMHFW WR WKH FRPSOHWLRQ RI LWV LQLWLDO SXEOLF RIIHULQJ LQ WK}
DSSURYDOV (852%$3, ZLOO DOVR EHFRPH D WKLUG SDUW\ PDQXIDFWXUHU DQG ZLOO FRQWLQ?>
DUH DOVR VXEMHFW WR WKH ULVN WKDW FRQWUDFW UHVHDUFK RUJDQL]DWLRQV RU RWKHU
RXU FROODERUDWLRQ SDUWQHUV PD\ QRW SHUIRUP HIIHFWLYHO\

‘H FRXOG IDFH FRQIOLFWYV RU GLIILFXOWLHYV ZLWK WKHVH SDUWQHUV GXULQJ WKH FRXUV
UHQHJRWLDWLRQ $00 Rl WKHVH HYHQWY PD\ DIITHFW WKH GHYHORSPHQW PDQXIDFWXULQJ
FDQGLGDWHY DQG PD\ FDXVH D GHFOLQH LQ RXU UHYHQXHV RU RWKHUZLVH QHJDWLYHO\ DII|

7TKH HIWHQW WR ZKLFK WKH &29,’ SDQGHPLF DQG UHODWHG GHYHORSPH
PHDVXUHV LPSOHPHQWHG LQ UHVSRQVH WKHUHWR PD\ DGYHUVHO\ LPSDF
RSHUDWLRQV DQG ILQDQFLDO SHUIRUPDQFH LV KLIJIKO\ XQFHUWDLQ DQG G

‘H DUH XQDEOH WR SUHGLFW WKH H[WHQW WR ZKLFK WKH UDSLGO\ FKDQJLQJ SDQGHPLF DC
WHUP PDJQLWXGH RI WKH GLVUXSWLRQ PD\ DGYHUVHO\ LPSDFW RXU EXVLQHVV RSHUDWLF
UHGXFHG SDWLHQW GHPDQG DQG XVDJH RI FHUWDLQ RI RXU SURGXFWYV

:KLOH HFRQRPLHVY DURXQG WKH ZRUOG KDYH VRXJKW RU ZLOO EHJLQ WR VHHN WR IXOO\ L
DGYHUVHO\ LPSDFWV RXU UHVXOWYV LQ WKH IXWXUH LV RXWVLGH WKH &RPSDQ\xV NQRZOH
LQFOXGLQJ EXW QRW OLPLWHG WR WKH GXUDWLRQ DQG VSUHDG RI WKH RXWEUHDN LWV P
WR FRQWDLQ WKH YLUXV RU PLWLIJDWH LWV LPSDFW DQG KRZ TXLFNO\ DQG WR ZKDW H[WHC
UHVXUJHQFH LQ &29,' LQIHFWLRQV FRXOG UHVXOW LQ WKH LPSRVLWLRQ RI QHZ FRQVWUL
RUGHU WR FRQWURO WKH VSUHDG RI WKH GLVHDVH

,Q DQ LQFUHDVLQJO\ EXGJHW FRQVWUDLQHG KHDOWKFDUH HQYLURQPHQW DV HFRQRPLF GLV
KLIJKHU SUHVVXUH RQ GUXJ SULFHV ZRUOGZLGH DQG LQ WKH ORQJHU WHUP D UHDOORFDWIL
HYROYLQJ SXEOLF KHDOWK SULRULWLHV ZKLFK FRXOG QHJDWLYHO\ LPSDFW RXU EXVLQHV
SURGXFWV LV LQFUHDVLQJO\ DIIHFWHG E\ FRVW UHGXFWLRQ LQLWLDWLYHY DQG GHFLVLRQ\
WKH SDQGHPLF PD\ UHGXFH RXU VDOHV LQ WDUJHWHG PDUNHWV GXH WR ORZHU KHDOWKF
DFWLYLWLHYV

.l WKH SDQGHPLF LV IXUWKHU SURORQJHG ZH PD\ IDFH GHOD\V LQ RXU FOLQLFDO WULDOV C
LQ WKH LQLWLDWLRQ DQG HQUROOPHQW RI SDWLHQWYV LQ RXU FOLQLFDO WULDOV DQG RU
H[SDQVLRQV IRU H[LVWLQJ SURGXFWV :H PD\ QRW EH DEOH WR IXOO\ PLWLJDWH WKHVH G
SLSHOLQH GHYHORSPHQW SURJUDPV DQG PD\ KDYH D QHJDWLYH LPSDFW RQ RXU SURGXFW ¢
VDOHV EXVLQHVV DQG UHVXOWYV RI RSHUDWLRQV

7KH JOREDO &29," SDQGHPLF DOVR H[SRVHV XV WR D VORZGRZQ RU WHPSRUDU\ VXVSHQ
LQJUHGLHQWY $3, UDZ PDWHULDOV DQG VRPH RI RXU RWKHU SURGXFWV ([WHQVLRQ RI Wi
SDQGHPLF PD\ OHDG WR PDQXIDFWXULQJ GHOD\V RU GLVUXSWLRQV DQG VXSSO\ FKDLQ LQWHt
RXU WKLUG SDUW\ VXSSOLHUV DQG PD\ KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV VH
FRPSOH[ DQG VXSSO\ LQWHUUXSWLRQV SURGXFW UHFDOOV RU LQYHQWRU\ ORVVHV FDXVHG
RSHUDWLQJ UHVXOWYV DQG ILQDQFLDO FRQGLWLRQ GHOD\ WKH ODXQFK RI QHZ SURGXFWV
LQFUHDVH LQ GHPDQG IRU VHOHFWHG PHGLFLQDO SURGXFWV FRXOG UHVXOW LQ VKRUW WHLU
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,Q DGGLWLRQ LW LV QRW FHUWDLQ WKDW ZH ZLOO VXFFHVVIXOO\ GHYHORS RXU YDFFLQH IF
EH FRPPHUFLDOO\ VXFFHVVIXO QRU WKDW GHPDQG IRU VXFK D YDFFLQH RU SURGXFW ZRXC
H[LVWLQJ FOLQLFDO GDWD FRXOG DOVR JLYH ULVH WR XQH[SHFWHG VDIHW\ TXDOLW\ RU PD

,Q UHVSRQVH WR WKH &29,' SDQGHPLF ZH KDYH LPSOHPHQWHG SURDFWLYH PHDVXUHV LQ
HPSOR\HH WUDYHO DQG DGRSWLQJ D ZRUN IURP KRPH SROLF\ +RZHYHU WKH SDQGHPLF FR
RXU HPSOR\HHV HVSHFLDOO\ ZKHQ HPSOR\HHV PD\ HOHFW WR UHWXUQ WR WKH RIILFH LQ
KHDOWK DQG VDIHW\ VWDQGDUGY KDYH EHHQ PHW OHDQZKLOH UHPRWHERRBNLFRXOG DIIHFYV

)LQDOO\ ZH FDQQRW SUHGLFW RU UHDVRQDEO\ HVYWLPDWH WKH LPSDFW RI DQ\ SRWHQWLD
LOQGXVWULHV IURP WKH &29," SDQGHPLF DQG WKH YRODWLOH JOREDO HFRQRPLF FRQGLW
DPSOLI\ WKH RWKHU ULVN IDFWRUV WKDW ZH LGHQWLI\ LQ WKLV U5LVN )DFWRUV0O VHFWLR
ILQDQFLDO FRQGLWLRQV DQG UHVXOWV ,I| WKH SDQGHPLF LV IXUWKHU SURORQJHG RXU RS
KRPH ORFNGRZQ DQG RWKHU UHVWULFWLRQV WKDW KDYH EHHQ DGRSWHG LQ UHVSRQVH WF
WR GLIIHU PDWHULDOO\ IURP WKRVH GHVFULEHG HOVHZKHUH LQ WKLY UHSRUW VHH U,WHP
XQIDYRUDEOH ILQDQFLDO HQYLURQPHQW FRXOG KDYH QHJDWLYH FRQVHTXHQFHV IRU RXU E X

‘H DUH VXEMHFW WR WKH ULVN RI QRQ SD\PHQW E\ RXU FXVWRPHUYV

‘H UXQ WKH ULVN RI GHOD\HG SD\PHQWV RU HYHQ QRQ SD\PHQW E\ RXU FXVWRPHUV ZKL
SKDUPDFLHV KRVSLWDOV FOLQLFV DQG JRYHUQPHQW DJHQFLHV 7KLV ULVN LV DFFHQW>
UHWDLOHUV DV ZHOO DV E\ XQFHUWDLQWLHY DURXQG JOREDO FUHGLW DQG HFRQRPLF FRQ
EH DIIHFWHG E\ IOXFWXDWLRQV LQ WKH EX\LQJ SDWWHUQV RI VXFK FXVWRPHUV 7KH 8QL)\
EHFDXVH RI WKH FRQFHQWUDWHG GLVWULEXWLRQ VI\VWHP RXU WKDRB mRDLRX B XAVRNR/MARHOUL\G D'W
QHW VDOHV LQ :H DUH DOVR H[SRVHG WR ODUJH ZKROHVDOHUV LQ RWKHU PDUNHWYV SEL
ZKROHVDOHUV WR KRQRU WKHLU GHEWV WR XV FRXOG DGYHUVHO\ DIIHFW RXU ILQDQFLD
VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLY DQQXDO UHSRUW

,Q VRPH FRXQWULHYV VRPH FXVWRPHUV DUH SXEOLF RU VXEVLGL]HG KHDOWK V\VWHPV 7KH
OHDG WR DQ LQFUHDVH LQ WKH DYHUDJH OHQJWK RI WLPH QHHGHG WR FROOHFW RQ DFFR.
RXWVWDQGLQJ %HFDXVH RI WKLV FRQWH[W ZH PD\ QHHG WR UHDVVHVV WKH UHFRYHUDEC
ILQDQFLDO \HDUV

*OREDO HFRQRPLF FRQGLWLRQV DQG DQ XQIDYRUDEOH ILQDQFLDO HQYLU]
QHIJDWLYH FRQVHTXHQFHV IRU RXU EXVLQHVYV

2YHU WKH SDVW VHYHUDO \HDUV JURZWK RI WKH JOREDO SKDUPDFHXWLFDO PDUNHW KDV E
FRQWH[W D VXEVWDQWLDO DQG ODVWLQJ VORZGRZQ Rl WKH JOREDO HFRQRP\ PDMRU QDW!
JURZWK LQ WKH JOREDO SKDUPDFHXWLFDO PDUNHW DQG DV D UHVXOW DGYHUVHO\ DIIHFW
WKDW FXUUHQWO\ H[LVW LQ YDULRXV SDUWV RI WKH ZRUOG FRXOG KDYH D PDWHULDO Qt
FRQGLWLRQV FRXOG DPRQJ RWKHU WKLQJV GLVWXUE WKH LQWHUQDWLRQDO IORZ RI JRI
WUDQVDFWLRQV

8QIDYRUDEOH HFRQRPLF FRQGLWLRQV KDYH UHGXFHG WKH VRXUFHV RI IXQGLQJ IRU QDWLR
LQFOXGLQJ KHLIKWHQHG SUHVVXUH RQ GUXJ SULFHV LQFUHDVHG VXEVWLWXWLRQ RI JH(
IRUPXODULHVY DPRQJ RWKHUV VHH UO 7KH SULFLQJ DQG UHLPEXUVHPHQW RI RXU SURGXFW)
DQG GHFLVLRQV RI JRYHUQPHQWY DQG RWKHU WKLUG SDUWLHVU DERYH

JXUWKHU RXU QHW VDOHV PD\ EH QHJDWLYHO\ LPSDFWHG E\ WKH FRQWLQXLQJ FKDOOHQJL
LQFUHDVHV LQ FRVW VKDULQJ DQG ODFN RI GHYHORSHG WKLUG SDUW\ SD\HU VA\VWHPV LQ F
SURGXFWYVY GHOD\ WUHDWPHQWV VNLS GRVHV RU XVH RWKHU WUHDWPHQWY WR UHGXFH W
LQFUHDVH LQ WKH QXPEHU RI EHQHILFLDULHY LQ WKH OHGLFDLG SURJUDP XQGHU ZKLFK VL
DQG LQ PDQ\ 86 VWDWHYVY WR IRUPXODU\ UHVWULFWLRQV OLPLWLQJ DFFHVV WR EUDQG QDPI
D JUHDWHU SRUWLRQ RI KHDOWKFDUH FRVWY WR WKHLU HPSOR\HHV GXH WR ULVLQJ FRVW\
ORZHU GHPDQG

2XU &RQVXPHU +HDOWKFDUH EXVLQHVV FRXOG DOVR EH DGYHUVHO\ LPSDFWHG E\ GLIILFXO\
RXU FXVWRPHUYV

,] HFRQRPLF FRQGLWLRQV ZRUVHQ RU LQ WKH HYHQW RI GHIDXOW RU IDLOXUH RI PDMRU S
E\ LQVROYHQW VWDWHV RXU ILQDQFLDO VLWXDWLRQ WKH SURILWDELOLW\ DQG UHVXOWYV F
EH DGYHUVHO\ DIIHFWHG 6HH DOVR UO :H DUH VXEMHFW WR WKH ULVN Rl QRQ SD\PHQW E\ R

7KH LQIRUPDWLRQ LQ WKLV VHFWLRQ VXSSOHPHQWYV WKH GLVFORVXUHV UHTXLUHG XQGHU ,)56 DV S
ILQDQFLDO VWDWHPHQWY SURYLGHG DW ,WHP RI WKLV DQQXDO UHSRUW

7KH LQIRUPDWLRQ LQ WKLV VHFWLRQ VXSSOHPHQWYV WKH GLVFORVXUHV UHTXLUHG XQGHU ,)56 DV St
SURYLGHG DW ,WHP RI WKLV DQQXDO UHSRUW
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7KH LQFUHDVLQJ XVH RI VRFLDO PHGLD SODWIRUPVY DQG QHZ WHFKQRORJI
FKDOOHQJHV IRU RXU EXVLQHVY DQG UHSXWDWLRQ

‘H LQFUHDVLQJO\ UHO\ RQ VRFLDO PHGLD QHZ WHFKQRORJLHV DQG GLJLWDO WRROV WR F
SURYLGH KHDOWK VHUYLFHV 7KH XVH RI WKHVH PHGLD UHTXLUHV VSHFLILF DWWHQWLRQ |
DQG PDUNHW SUHVVXUHV PD\ EH JHQHUDWHG E\ VRFLDO PHGLD EHFDXVH RI UDSLG QHZV I
UHVWULFWLYH UHJXODWRU\ DFWLRQV DQG HUUDWLF VKDUH SULFH SHUIRUPDQFH ,Q DGGLV
SRVWV RQ VRFLDO PHGLD SXUSRUWHG WR EH LVVXHG E\ 6DQRIL PD\ FRQWDLQ LQIRUPDWLF
DGYHUVH LPSDFW RQ RXU LPDJH DQG UHSXWDWLRQ DQG RQ RXU VWRFN SULFH 1HJDWLY!
EXVLQHVYVY GLUHFWRUV RU RIILFHUV RQ DQ\ VRFLDO QHWZRUNLQJ ZHEVLWH FRXOG VHULRX
SDUWQHUV PD\ XVH VRFLDO PHGLD DQG PRELOH WHFKQRORJLHV LQDSSURSULDWHO\ ZKLFK
EUHDFKHV RI GDWD VHFXULW\ ORVV RI WUDGH VHFUHWYV RU RWKHU LQWHOOHFWXDO SURSI
VRFLDO PHGLD DQG PRELOH WHFKQRORJLHV FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU Ul
RSHUDWLRQV

5LVNV UHODWLQJ WR 6DQRILTY VWUXFWXUH DQG VWUDWHJ\

:H PD\ IDLO WR VXFFHVVIXOO\ LGHQWLI\ HITWHUQDO EXVLQHVV RSSRUWXQL
WKH DQWLFLSDWHG EHQHILWYV IURP RXU VWUDWHJILF LQYHVWPHQWY RU GI

‘H SXUVXH D VWUDWHJI\ RI VHOHFWLYH DFTXLVLWLRQV LQ OLFHQVLQJ DQG FROODERUDWLR(
SURFHHGLQJ WR VHOHFWLYH GLYHVWPHQWY WR IRFXV RQ NH\ EXVLQHVYV DUHDV 7KH LPSOH
WUDQVDFWLRQ RSSRUWXQLWLHY PRELOL]H WKH DSSURSULDWH UHVRXUFHV LQ RUGHU WR
WUDQVDFWLRQV RQ DFFHSWDEOH HFRQRPLF WHUPV ORUHRYHU HQWHULQJ LQWR LQ OLFH
SD\PHQW RI VLJQLILFDQW UPLOHVWRQHVU ZHOO EHIRUH WKH UHOHYDQW SURGXFWV UHDFK
XOWLPDWHO\ EHFRPH SURILWDEOH LQ WKH ORQJ WHUP VHH 1RWH ' WR WKH FRQVROLGD
UHSRUW DQG DOVR UO :H UHO\ RQ WKLUG SDUWLHV IRU WKH GLVFRYHU\ PDQXIDFWXUH PDU

JRU QHZO\ DFTXLUHG DFWLYLWLHV RU EXVLQHVVHV RXU JURZWK REMHFWLYHV FRXOG EH C
FRXOG EH DGYHUVHO\ LPSDFWHG LI IRU H[DPSOH

a ZH DUH XQDEOH WR TXLFNO\ RU HIILFLHQWO\ LQWHJUDWH WKRVH DFWLYLWLHV RU EXVLQH'
a NH\ HPSOR\HHVY OHDYH RU
a ZH KDYH KLJKHU WKDQ DQWLFLSDWHG LQWHJUDWLRQ FRVWYV

JRU LQVWDQFH LQ ZH KDG WR ERRN D ELDPLRIQUHBSWKURKQNW WRIQH (@R RWBWHWLY D
LQ GXH WR UHYLVLRQV RI SUHYLRXV VDOHV SURMHFWLRQV $V DQRWKHU H[DPSOH WK
FRPSOHWHG LQ PD\ QRW JHQHUDWH WKH H[SHFWHG UHVXOWY LQ WHUPV RI GHYHORSLQ
QHHGYVY DQG WKH SRWHQWLDO RI 7TUDQVODWH %LRxV P51% SODWIRUP PD\ QRW EH UHDOL]JHG
DFWLYLW\ TXLFNO\ DQG HIILFLHQWO\ LQWR WKH *URXS

‘H PD\ DOVR PLVFDOFXODWH WKH ULVNV DVVRFLDWHG ZLWK EXVLQHVV GHYHORSPHQW WU
UHVRXUFHVY RU DELOLW\ WR DFFHVVY DOO WKH UHOHYDQW LQIRUPDWLRQ WR HYDOXDWH VXFl
DQG GHYHORSPHQW SLSHOLQHV PDQXIDFWXULQJ LVVXHV WD[ RU DFFRXQWLQJ LVVXHV FRP
SURFHHGLQJVY ,wW PD\ DOVR WDNH D FRQVLGHUDEOH DPRXQW RI WLPH DQG EH GLIILFXOW WH
DFTXLVLWLRQ RI DQ DFWLYLW\ RU EXVLQHVV LV FRPSOHWHG GXH WR ODFN RI KLVWRULFDO ¢«
ZLWK OHJDO UHJXODWRU\ RU 6DQRIL VWDQGDUGY LQFOXGLQJ IRU H[DPSOH FXUUHQW *RR
WLPH FRQVXPLQJ WR UHPHG\ $V D UHVXOW ULVN PDQDJHPHQW DQG FRYHUDJH RI VXFK ULV
EH LQVXIILFLHQW RU LOO DGDSWHG

'LWK UHVSHFW WR GLYHVWPHQWY WKHLU ILQDQFLDO EHQHILW FRXOG EH LPSDFWHG LI ZH I}
DGMXVWPHQWYV )XUWKHUPRUH WKH YDOXH RI WKH DVVHWV WR EH GLYHVWHG PD\ GHWHULR
VWUDWHI\ ZLWK WKH ULVN WKDW ZH GR QRW UHDOL]H WKH DQWLFLSDWHG EHQHILWYV )RU
IXWXUH OHDGLQJ (XURSHDQ FRPSDQ\ QRZ QDPHG (852%$3, GHGLFDWHG WR WKH GHYHO
SKDUPDFHXWLFDO LQJUHGLHQWYV $3, WR WKLUG SDUWLHY DV ZHOO DV WR 6DQRIL ZLWK D S
WR PDUNHW FRQGLWLRQV DQG REWDLQLQJ UHTXLUHG PDUNHW DXWKRULW\ DSSURYDOV *LY|
WR UHDOL]H WKH DQWLFLSDWHG ILQDQFLDO EHQHILWY RI WKLY WUDQVDFWLRQ

%HFDXVH RI WKH DFWLYH FRPSHWLWLRQ DPRQJ SKDUPDFHXWLFDO JURXSV IRU EXVLQHVV G
RXU VXFFHVV LQ FRPSOHWLQJ WKHVH WUDQVDFWLRQV ZKHQ VXFK RSSRUWXQLWLHY DUH LGH

7KH JOREDOL]DWLRQ RI RXU EXVLQHVY H[SRVHV XV WR LQFUHDVHG ULVNV

$v SDUW Rl WKH SUHVHQWDWLRQ RI RXU VWUDWHI\ LQ '"HFHPEHU ZH LGHQWLILHG RXU
UHYHQXH DPRXQWRIQRXWRQHW VDOHV LQ

IHYHUWKHOHVYV WKH GLIILFXOWLHV LQ RSHUDWLQJ LQ HPHUJLQJ PDUNHWYVY D VLJQLILFDQ
PRYHPHQW RI WKH H[FKDQJH UDWHV RI FXUUHQFLHY DJDLQVW WKH HXUR FRXOG LPSDLU R
FRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV RU ILQDQFLDO FRQGLVW
GDWH RI WKLV UHSRUW WR SUHGLFW WKH HFRQRPLF LPSDFW DQG WKH PDJQLWXGH RI WKH
SURORQJHG RU UHSHDWHG UHVWULFWLYH PHDVXUHVY WR FRQWURO WKH RXWEUHDN ZHUH WR
LW ZRXOG UHGXFH RXU VDOHV GXH WR ORZHU KHDOWKFDUH VSHQGLQJ RQ RWKHU GLVHDVI
LPSDFW RXU EXVLQHVYV RSHUDWLRQV )XUWKHUPRUH LW LV QRW SRVVLEOH WR SUHGLFW |
DIIHFWHG MXULVGLFWLRQ RU WR ZKDW H[WHQW VHH DOVR UO *OREDO HFRQRPLF FRQGLW
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QHJDWLYH FRQVHTXHQFHV IRU RXU EXVLQHVVU DQG U7KH H[WHQW WR ZKLFK WKH &29,"
PHDVXUHYV LPSOHPHQWHG LQ UHVSRQVH WKHUHWR PD\ LPSDFW RXU EXVLQHVV RSHUDWLI
GLIILFXOW WR SUHGLFWU DERYH

(PHUJLQJ PDUNHWY DOVR H[SRVH XV WR PRUH YRODWLOH HFRQRPLF FRQGLWLRQV SROLWLI
I[UHH WUDGH FRPSHWLWLRQ IURP PXOWLQDWLRQDO RU ORFDOO\ EDVHG FRPSDQLHV WKDW
DGHTXDWHO\ UHVSRQG WR WKH XQLTXH FKDUDFWHULVWLFV RI HPHUJLQJ PDUNHWY SDUWLF
DQG UHIJXODWRU\ IUDPHZRUNYV GLIILFXOWLHYV LQ UHFUXLWLQJ TXDOLILHG SHUVRQQHO RU
H[FKDQJH FRQWUROV ZHDNHU LQWHOOHFWXDO SURSHUW\ SURWHFWLRQ KLJKHU FULPH Ol
FRPSOLDQFH LVVXHV LQFOXGLQJ FRUUXSWLRQ DQG IUDXG VHH SDUWLFXODUO\ UO &0ODLPV
FRPSHWLWLRQ ODZ PDUNHWLQJ SUDFWLFHV SULFLQJ KXPDQ ULJKWV RI ZRUNHUV GDWD S
EXVLQHVV UHVXOWV Rl RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQU DERYH

:H PD\ IDLO WR GHYHORS RU WDNH DGYDQWDJH RI GLIJLWDOL]DWLRQ

‘H KDYH XQGHUWDNHQ D QXPEHU RI GLJLWDO LQLWLDWLYHV VXFK DV WKH RSHQLQJ LQ
PDQXIDFWXULQJ IDFLOLW\ LQ WKH 86 DQG RXU 'DUZLQ UHDO ZRUOG GDWD SODWIRUP 2X
LQFOXGLQJ GDWD TXDOLW\ WHFKQRORJ\ DUFKLWHFWXUH HQWHULQJ LQWR VXFFHVVIXO SD
FKDQJH DPRQJ RXU HPSOR\HHVY DWWUDFWLQJ DQG UHWDLQLQJ HPSOR\HHV ZLWK DSSURSULD
D YDULHW\ RI WHFKQRORJ\ ILHOGV 7KH &29,' SDQGHPLF KDV DFFHOHUDWHG RXU GLJLWDC(
LQWHUDFW ZLWK RXU VWDNHKROGHUVY +RZHYHU WKHUH LV QR JXDUDQWHH WKDW RXU HIIRL
ZH PD\ IDLO WR FDSWXUH WKH EHQHILWY RI GLIJLWDOL]DWLRQ DW DQ DSSURSULDWH FRV)
SDUWQHUVKLSY &RPSHWLWRUV LQFOXGLQJ QHZ HQWUDQWYV VXFK DV WHFK FRPSDQLHYV
DGHTXDWHO\ LQWHJUDWH GLIJLWDOL]DWLRQ LQWR RXU RUJDQL]JDWLRQ DQG EXVLQHVV PRGH!
DGYHUVH LPSDFW RQ RXU EXVLQHVV SURVSHFWV DQG UHVXOWY RI RSHUDWLRQV

‘H PD\ IDLO WR DFFHOHUDWH RXU RSHUDWLRQDO HIILFLHQF\

$V SDUW Rl RXU VWUDWHJI\ ZH DQQRXQFHG RXU LQWHQW WR LPSURYH RXU RSHUDWLQJ HIIL
LQFRPH PDUJLQ :H KDYH DOVR DQQRXQFHG VDYLQJV LQLWLDWLYHV WR IXQG LQYHVWPHQW
SURMHFWY DQG WR VXSSRUW WKH H[SDQVLRQ RI RXU %2, PDUJLQ 1HYHUWKHOHVV WKHUH
RSHUDWLQJ HIILFLHQFLHV ZLWKLQ WKH WDUJHWHG WLPHOLQH RU JHQHUDWH WKH H[SHFWHG

8QVXFFHVVIXO PDQDJHPHQW RI HQYLURQPHQWDO VRFLDO DQG JRYHUQDQ
DGYHUVHO\ DIIHFW RXU UHSXWDWLRQ DQG ZH PD\ H[SHULHQFH GLIILFXOW
H[SHFWDWLRQV RI RXU VWDNHKROGHUYV

&RPSDQLHV DUH LQFUHDVLQJO\ H[SHFWHG WR EHKDYH LQ D UHVSRQVLEOH PDQQHU RQ D Y
PDWWHUV E\ JRYHUQPHQWDO DQG UHJXODWRU\ DXWKRULWLHV FRXQWHUSDUWLHV VXFK D!
ODUJH DQG RWKHUV 7KLV FRQWH[W GULYHQ LQ SDUW E\ D UDSLGO\ FKDQJLQJ UHJXODWEF
VWUDWHILF GHFLVLRQV WKDW FRPSDQLHV PXVW WDNH LI WKH\ ZLVK WR RSWLPL]H WKHLU
PDWWHUV

‘H KDYH DGRSWHG DQ (6* VWUDWHJ\ WKDW DLPV DW HQVXULQJ JOREDO DFFHVV DQG DIIRU
WKHUDSLHVY DQG PLQLPL]JLQJ WKH LPSDFW RI RXU DFWLYLWLHY DQG SURGXFWV RQ WKH FO
RXU SHUVRQQHOxV H[SHULHQFH DQG PDNLQJ VRFLHWDO LPSDFW D NH\ GULYHU RI RXU H
FRPPLWPHQW ZH FRXOG EH XQDEOH WR PHHW RXU (6* RU RWKHU VWUDWHJLF REMHFWLYHV L

‘H PD\ DOVR EH XQDEOH WR PHHW WKH HYHU PRUH GHPDQGLQJ FULWHULD XVHG E\ UDWLQJ C
GRZQJUDGLQJ LQ RXU UDWLQJ )LQDQFLDO LQYHVWPHQWY LQ FRPSDQLHV ZKLFK SHUIRUP 2
PDMRU LQVWLWXWLRQDO LQYHVWRUYV KDYH PDGH NQRZQ WKHLU LQWHUHVW LQ LQYHVWLQJ

UDSLGO\ FKDQJLQJ YLHZVY RQ DFFHSWDEOH OHYHOV RI DFWLRQ DFURVYV D UDQJH RI (6* WRSL
LQYHVWRUVx H[SHFWDWLRQV RXU UHSXWDWLRQ PD\ EH KDUPHG ZH PD\ IDFH LQFUHDVHG
LVVXHG E\ XV DQG RXU DELOLW\ WR SDUWLFLSDWH LQ WKH GHEW DQG HTXLW\ PDUNHWYV PD\

2XU VXFFHVV GHSHQGV LQ SDUW RQ RXU VHQLRU PDQDJHPHQW WHDP DQG
HPSOR\HHV DQG RXU DELOLW\ WR DWWUDFW LQWHJUDWH DQG UHWDLQ NF
LQGLYLGXDOV LQ WKH IDFH Rl LQWHQVH FRPSHWLWLRQ

2XU VXFFHVV GHSHQGV RQ WKH H[SHUWLVH RI RXU VHQLRU PDQDJHPHQW WHDP DQG RWKH
/JHDGHUVO ZLWKLQ 6DQRIL ,Q DGGLWLRQ ZH UHO\ KHDYLO\ RQ UHFUXLWLQJ DQG UHWDLQLQ
IDFH LQWHQVH FRPSHWLWLRQ IRU TXDOLILHG LQGLYLGXDOV IRU VHQLRU PDQDJHPHQW SRVL
VXFK DV FOLQLFDO GHYHORSPHQW ELRVFLHQFHY DQG GHYLFHV RU GLJLWDO DQG DUWLIL
GHSHQGV LQ SDUW RQ RXU DELOLW\ WR UHZDUG SHUIRUPDQFH LQFHQWLYL]H RXU HPSOR\HF
RQ H[HFXWLYH FRPSHQVDWLRQ PD\ UHVWULFW RXU DELOLW\ WR DWWUDFW PRWLYDWH DQ
DWWUDFW LQWHJUDWH DQG RU UHWDLQ KLJKO\ VNLOOHG SHUVRQQHO LQ SDUWLFXODU WKI
PDWHULDOO\ DGYHUVHO\ DIIHFW WKH LPSOHPHQWDWLRQ RI RXU VWUDWHJI\ DQG RXU DELC
DGYHUVHO\ LPSDFW RXU EXVLQHVV RU UHVXOWYV Rl RSHUDWLRQV
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(QYLURQPHQWDO DQG VDIHW\ ULVNV RI RXU LQGXVWULDO DFYV

5LVNV IURP PDQXIDFWXULQJ DFWLYLWLHY DQG WKH KDQGOLQJ RI KD]DUGF
DGYHUVHO\ DITHFW RXU UHVXOWY RI RSHUDWLRQV

ODQXIDFWXULQJ DFWLYLWLHV VXFK DV WKH FKHPLFDO PDQXIDFWXULQJ RI WKH DFWLYH L
WUDQVSRUWDWLRQ RI UDZ PDWHULDOV SURGXFWV DQG ZDVWH H[SRVH XV WR ULVNV RI LQ
WR[LF RU SDWKRJHQLF VXEVWDQFHVY RU RWKHU HYHQWYV WKDW FDQ FDXVH SHUVRQDO LQM)>
PD\ UHVXOW LQ DGGLWLRQDO RSHUDWLRQDO FRQVWUDLQWY LQFOXGLQJ WKH VKXWGRZQ R
FULPLQDO SHQDOWLHY DQG RU FLYLO GDPDJHV

7KH RFFXUUHQFH RI DQ LQGXVWULDO DFFLGHQW PD\ VLIJQLILFDQWO\ UHGXFH WKH SURGXFW
DGYHUVHO\ DIIHFW RXU RSHUDWLQJ UHVXOWY DQG UHSXWDWLRQ $OWKRXJK ZH PDLQWDLQ S
WKDW ZH EHOLHYH LV LQ DFFRUGDQFH ZLWK FXVWRPDU\ LQGXVWU\ SUDFWLFHV WKLV LQVXI
LQFLGHQWDO WR RXU EXVLQHVYV

ODQDIJHPHQW RI WKH KLVWRULFDO FRQWDPLQDWLRQ UHODWHG WR RXU SD
PD\ KDYH D VLIJQLILFDQW DGYHUVH HIITHFW RQ RXU UHVXOWY RI RSHUDWLF

7KH HQYLURQPHQWDO ODZV RI YDULRXV MXULVGLFWLRQV LPSRVH DFWXDO DQG SRWHQWLD
FRQWDPLQDWHG VLWHY 7KHVH REOLJDWLRQV PD\ UHODWH WR VLWHYV

a WKDW ZH FXUUHQWO\ RZQ RU RSHUDWH
a WKDW ZH IRUPHUO\ RZQHG RU RSHUDWHG RU
a ZKHUH ZDVWH IURP RXU RSHUDWLRQV ZDV GLVSRVHG

7KHVH HQYLURQPHQWDO UHPHGLDWLRQ REOLJDWLRQV FRXOG UHGXFH RXU RSHUDWLQJ UH
PDQDJHPHQW EHOLHYHV WKH QHHG LV SUREDEOH DQG WKDW LW LV UHDVRQDEO\ SRVVLEQC
&RPSDQ\ O % %XVLQHVV 2YHUYLHZ O % +HDOWK 6DIHW\ DQG (QYLURQPHQWU IRU DGG|
SROLFLHV ,Q SDUWLFXODU RXU SURYLVLRQV IRU WKHVH REOLJDWLRQV PD\ EH LQVXIILFLHQ
RU LI ZH DUH KHOG UHVSRQVLEOH IRU DGGLWLRQDO FXUUHQWO\ XQGLVFRYHUHG FRQWDF
LOQDFFXUDWH DQG DQ\ VKRUWIDOOV FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU UHVXOWYV
LQIRUPDWLRQ RQ HQYLURQPHQWDO LVVXHV VHH U,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\
(QYLURQPHQW DQG 1RWHV % DQG * WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQW\

‘H DUH RU PD\ EHFRPH LQYROYHG LQ FODLPV ODZVXLWV DQG DGPLQLVWUDWLYH SURFHHGL
IRUPHU 6DQRIL VXEVLGLDULHV KDYH EHHQ QDPHG DV USRWHQWLDOO\ UHVSRQVLEOH SDU
(QYLURQPHQWDO 5HVSRQVH &RPSHQVDWLRQ DQG /LDELOLW\ $FW RI DV DPHQGHG DO
REOLJDWLRQV LQ JUDQFH *HUPDQ\ ,WDO\ %UD]LO DQG HOVHZKHUH $V D PDWWHU RI VWDW
PD\ UHWDLQ UHVSRQVLELOLW\ IRU HQYLURQPHQWDO OLDELOLWLHVY DW VRPH RI WKH VLW}
GHPHUJHG GLYHVWHG RU PD\ GLYHVW :H KDYH GLVSXWHV RXWVWDQGLQJ UHJDUGLQJ FHUW,
DGYHUVH RXWFRPH LQ VXFK GLVSXWHV PLJKW KDYH DQ DGYHUVH HIIHFW RQ RXU RSHUDWLC
VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLY DQQXDO UHSRUW DQG U,WHP )LQDQFLDO ,QI
JLQDQFLDO ,QIRUPDWLRQ O ,QIRUPDWLRQ RQ /HJDO RU $UELWUDWLRQ 3URFHHGLQJVU

(QYLURQPHQWDO UHJXODWWRQ@MDPB®HHYIR® YXQRSH QHZ RU HYROYLQJ UHJXODWRU\ UHJLEF
6(9(62 ,33& ,(' WKH :DVWH '"JWHFMARUWN WKH (PLVVLRQ 7UDGLQJ 6RAKBPHZRUNFWUWHWWKH

'LUHFWLYH RQ 7D[DWLRQ RI ((@HHFIN ULUFR &/X FDMQY/G DVHGYHUDO RWKHU UHJXODWLRQV DLPHG DW
HQYLURQPHQWDO VDIHW\ DQG KHDOWK ODZV DQG HQIRUFHPHQW SROLFLHV FRXOG UHVXOW
VXEMHFW RXU KDQGOLQJ PDQXIDFWXUH XVH UHXVH RU GLVSRVDO RI VXEVWDQFHV RU SR/
VFUXWLQ\ WKDQ LV FXUUHQWO\ WKH FDVH &RQVHTXHQWO\ FRPSOLDQFH ZLWK WKHVH ODZ\
DQG OLDELOLWLHY WKHUHE\ DGYHUVHO\ DIIHFWLQJ RXU EXVLQHVV UHVXOWYV RI RSHUDWLR

SLVNV UHODWHG WR ILQDQFLDO PDUNHWYV

YOXFWXDWLRQV LQ FXUUHQF\ H[FKDQJH UDWHV FRXOG DGYHUVHO\ DIIHFW
RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

%HFDXVH ZH VHOO RXU SURGXFWV LQ QXPHURXV FRXQWULHV RXU UHVXOWV RI RSHUDWLR
IOXFWXDWLRQV LQ FXUUHQF\ H[FKDQJH UDWHV :H DUH SDUWLFXODUO\ VHQVLWLYH WR P|
86 GROODU WKH -DSDQHVH \HQ WKH &KLQHVH \XDQ DQG FXURBRH®KIUHQH\W WD E HYLDH URD UH®!
WKH 8QLWH LQ (XURS QG WKH 5HVW Rl WKH :RUOG UHJLRQ VHH WKH GHILQLWLRQ |
5HYLHZ DQG 3URVSHFWV O $ 2SHUDWLQJ UHVXOWVU LQFOXGLQJ FRXQWULHV WKDW DUH
LQFOXGLQIX &KLQD DQQ -DSDQ :KLOH ZH LQFXU H[SHQVHV LQ WKRVH FXUUHQFLHV WKH I
WKHVH H[SHQVHV GRHV QRW IXOO\ RIIVHW WKH LPSDFW Rl FXUUHQF\ H[FKDQJH UDWHV R(
PRYHPHQWY FDQ KDYH D FRQVLGHUDEOH LPSDFW RQ RXU HDUQLQJV :KHQ GHHPHG DSSUR!
WUDQVDFWLRQV WR KHGJH RXU H[SRVXUH WR IRUHLJQ H[FKDQJH ULVNV 7KHVH HIIRUWV Z
FXUUHQF\ H[FKDQJH UDWH IOXFWXDWLRQV RQ RXU UHVXOWYV Rl RSHUDWLRQV RU ILQDQFLDO
H[SRVXUH VHH U,WHP AXDQWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUHYV DERXW ODUNHW !

7KH LQIRUPDWLRQ LQ WKLV VHFWLRQ VXSSOHPHQWYV WKH GLVFORVXUHV UHTXLUHG XQGHU ,)56 DV St
SURYLGHG DW ,WHP RI WKLV DQQXDO UHSRUW
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5LVNV UHODWLQJ WR DQ LQYHVWPHQW LQ RXU VKDUHV RU $'6

JRUHLJQ H[FKDQJH IOXFWXDWLRQV PD\ DGYHUVHO\ DIIHFW WKH 86 GROOD!
DQG GLYLGHQGV LI DQ\

+ROGHUV RI $'6V IDFH H[FKDQJH UDWH ULVN 2XU $'6V WUDGH LQ 86 GROODUYV DQG RXU VKI
VKDUHV FRXOG IOXFWXDWH DV WKH H[FKDQJH UDWHV EHWZHHQ WKHVH FXUUHQFLHV IOXI
GHQRPLQDWHG LQ HXURV )OXFWXDWLRQV LQ WKH H[FKDQJH UDWH EHWZHHQ WKH HXUR DQG
RZQHUV RI $'6V XSRQ FRQYHUVLRQ E\ WKH GHSRVLWDU\ RI FDVK GLYLGHQGV LI DQ\ ORUHRY
WKH $'6V RQ WKH 1$6'$4 *OREDO 6HOHFW ODUNHW 1$6'$4 ZKHWKHU RU QRW ZH SD\ GLYLGH
ZRXOG UHFHLYH XSRQ RXU OLTXLGDWLRQ RU LQ WKH HYHQW RI D VDOH RI DVVHWYV PHUJHU
DO\ IRUHLJQ FXUUHQF\ RWKHU WKDQ 86 GROODUV

SHUVRQV KROGLQJ $'6V UDWKHU WKDQ VKDUHV PD\ KDYH GLIILFXOW\ H[HU
DV D VKDUHKROGHU

+ROGHUV RI $'6V PD\ KDYH PRUH GLIILFXOW\ H{HUFLVLQJ WKHLU ULJKWV DV D VKDUHKROGHU
QHZ VKDUHYV DQG H[LVWLQJ VKDUHKROGHUV KDYH WKH ULJKW WR VXEVFULEH IRU D SUR UD\
LWV RZQ GLVFUHWLRQ WR VHOO WKLV ULJKW WR VXEVFULEH IRU QHZ VKDUHV IRU WKH EHQ
VXFK KROGHUV ,Q WKDW FDVH $'6 KROGHUV FRXOG EH VXEVWDQWLDOO\ GLOXWHG +ROGHU
VKDUHV %HFDXVH RI WKLV DGGLWLRQDO SURFHGXUDO VWHS LQYROYLQJ WKH GHSRVLWDU\
KROGHUV RI $'6V WKDQ IRU KROGHUV RI VKDUHV $'6V IRU ZKLFK WKH GHSRVLWDU\ GRHV QR
DQ\ PHHWLQJ 86 LQYHVWRUV PD\ KDYH GLIILFXOW\ LQ VHUYLQJ SURFHVV RU HQIRUFLQJ D M:

6DOHV RI RXU VKDUHV PD\ FDXVH WKH PDUNHW SULFH RI RXU VKDUHV RU 3§

6DOHV RI ODUJH QXPEHUV RI RXU VKDUHVY RU D SHUFHSWLRQ WKDW VXFK VDOHV PD\ RFFXI
DQG $'6V 7R RXU NQRZOHGJH /x2U©DO RXU ODUJHVW VKDUHKROGHU LV QRW VXEMHFW W|
KROGV LQ RXU &RPSDQ\ /x2U©DO GRHV QRW FRQVLGHU LWV VWDNH LQ RXU &RPSDQ\ DV VWU

2XU ODUJHVW VKDUHKROGHU RZQV D VLJQLILFDQW SHUFHQWDJH RI WKH V
ULJKWV RI 6DQRIL

$V RHFHPEHU /Ix2U©DO KHOG C "URILRRWHOVXHG VKDUH FDSLWDO Dl XQRWIMPKHIRU D!
YRWLQJ ULJKWV H[FOXGLQJ WUHDVXU\ VKDUHV RI 6DQRIL 6HH U,WHP ODMRU 6KDUHKI
6KDUHKROGHUVU $IILOLDWHV RI /x2U©®DO FXUUHQWO\ VHUYH RQ RXU %RDUG RI 'LUHFWRUV
RXU VKDUH FDSLWDO DQG YRWLQJ ULJKWV LW ZLOO UHPDLQ LQ D SRVLWLRQ WR H[HUW JUF
6DQRIL DQG LQ RWKHU FRUSRUDWH DFWLRQV WKDW UHTXLUH VKDUHKROGHUVx DSSURYDO
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, WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\

L, QWURGXFWLRQ

6DQRIL LV D OHDGLQJ JOREDO KHDOWKFDUH FRPSDQ\ IRFXVHG RQ SDWLHQW QHHGYV DQG H
PDUNHWLQJ RI WKHUDSHXWLF VROXWLRQV

,Q WKH UHPDLQGHU RI WKLY VHFWLRQ D SURGXFW LV UHIHUUHG WR HLWKHU E\ LWV LQWHU
JHQHUDOO\ H[FOXVLYH WR WKH FRPSDQ\ WKDW PDUNHWYV LW ,Q PRVW FDVHV WKH EUDQG
FRXQWU\ DUH SURWHFWHG E\ VSHFLILF UHJLVWUDWLRQV ,Q WKLY GRFXPHQW SURGXFWYV I
WKH 86

6DQRIL KDV WKUHH SULQFLSDO DFWLYLWLHYV 3KDUPDFHXWLFDOV &RQVXPHU +HDOWKFDUH
WKH PHDQLQJ RI WKH ,)56 DFFRXQWLQJ VWDQGDUG VHH 1RWH ' WR RXU FRQVROLGDW
DQQXDO UHSRUW 2XU DFWLYLWHNVRG®RRPBULWPXFRD[RMQW5DUH 'LVHDVHYV 2QFRORJ\ 5DUH %
&DUGLRYDVFXODU DQG (VWDEOLVKHG 3UHVFULSWLRQ 3URGXFWV &RQVXPHU +HDOWKFDUF
+HDOWKFDUH DFWLYLWLHYV ZKLFK DUH DOVR RSHUDWLQJ VHIJPHQWYVYV ZLWKLQ WKH PHDQLQ.
ZKRVH SHUIRUPDQFH LV PRQLWRUHG SULPDULO\ RQ WKH EDVLV Rl QHW VDOHV WKH SURGX
3KDUPDFHXWLFDOV RSHUDWLQJ VHIJPHQW )RU D SUHVHQWDWLRQ 'RIFWKEHHQHW WBOHY WR R X
U,WHP O 5HVXOWYV RI 2SHUDWERBEHO <HBBRODBUWIEG ZLWK '+HHP EA G HGU

Q 6DQRIL REWDLQHG UHJXODWRU\ PDUNHWLQJ DSSURYDO IRU D QXPEHULRWIBWRRGXFW
FHPLSOLPDE UZOF UHFHLYHG IXOO DSSURYDO IRU ORFDOO\ DGYDQFHG EDVDO FHOO FDUF
IROORZLQJ D SULRULW\ UHYLHZ E\ WKH 86 )RRG DRBGV' QRZ $IEFPIQR Y MG DRWL R\ H) "% Z R LERWDA RF F
VNLQ FDQFHUV LQ WKH 8QLWHG 6WDWHV 7KH (XURSHRQ WRPPWWHIRGOP B Q WRRD PHIRLY VVE DV E W
%&& LQ DGXOWYV 7KH )'$ DQG WKH (XURSHDQ" &R PAKN LR QVIE SURWHE UHEWBHRQW RI SDWLHQ\
FHOO OXQJ FDQFHU 16&/& ZKRVH WXPRUV KDYH KLJK 3'/ H[SUHVVLRQ 7KI8DUF ®IOM®D WKH
LVDWX[LPDE LUIF LQ FRPELQDWLRQ ZLWK FDUILO]JRPLE DQG GH[DPHWKDVRQH IRU DGXOW !
KDYH UHFHLYHG RQH WR WKUHH SULRU WKHUDS L H\XEDK'H RWHIRS 6 R Q RPR BRIL VIRIUR QY KDHS SWLRHCHG
SDWLHQWYVY DJHG WR \HDUV ZLWK UHODSVLQJ UHPLWWLQJ PXOWIL\8 QWK N AQH VW VR YD O 6W K+
ILUVW OLQH WUHDWPHQW RI FKLOGUHQ DQG DGROHVFHQWYVY AL DR WDIOH G X BR'S HODV 81QD
QJSW IRU WKH WUHDWPHQW RI SDWLHQWYV RQH \HDU RI DJH DQG ROGHU ZLWK ODWH RQVHW
WKDW LPSDLUV D SHUVRQxV DELOLW\ WR PRYH XSQGHBWHSW RN P DEH D) \$ D@ \DFE G RIURDHGQWH QL
RI SDWLHQWV DJHG WR \HDUV ZLWK PRGHUDWH WR VHYHUH DVWKPD FKDUDFWHUL]HG E
GHSHQGHQW DVWKRSL[HQAKY @BESURYHG IRU WKH WUHDWPHQW RI DWRSLF GHUPDWLWLY LQ D

&ROODERUDWLRQV DUH HVVHQWLDO WR RXU EXVLQHVY DQG D FHUWDLQ QXPEHU RI RXU SUF
OLFHQVHG SURGXFWYV UHO\LQJ RQ WKLUG SDUW\ ULJKWV RU WHFKQRORJLHV

$ +LVWRU\ DQG GHYHORSPHQW RI WKH &RPSDQ\

7KH FXUUHQW 6DQRIL FRUSRUDWLRQ ZDV LQFRUSRUDWHN®RPL@GHU DIIRMR@BPZ R | RO LRIDMHFE QQ
FRPSDQ\ IRU D WHUP RI \HDUV 6LQFH 0D\ ZH KDYH RSHUDWHG XQGHU WKH FRPPHUF
$YHQWLY 2XU UHJLVWHUHG RIILFH LV ORFDWHG DW UXH /D %ROWLH 3DULV )UDQFH
RXU ZHEVLWH LV ZZZ VDQRIL FRP 2XU SULQFLSDO 86 VXEVLGLDU\xV RIILFH LV ORFDWH(
WHOHSKRQH

7KH 6(& PDLQWDLQYVY DQ LOWHUQHW VLWH DW KWWS ZZZ VHF JRY WKDW FRQWDLQV UHSRU\
LVVXHUV WKDW ILOH HOHFWURQLFDOO\ ZLWK WKH 6 (&

ODLQ FKDQJHV RYHU WKH ODVW ILYH \HDUV

2Q -DQXDU\ 6DQRIL DQG %RHKULQJHU ,QJHOKHLP %, VXFFHVVIXOO\ FORVHG LQ PRV
+HDOWK EXVLQHVV IRU %,xV &+& EXVLQHVV

2Q ODUFK IROORZLQJ D WHQGHU RIIHU ZH DFTXLUHG FRQWURO RI %LRYHUDWLY ,QF
:DOWKDP ODVVDFKXVHWWY HQJDJHG LQ WKH GHYHORSPHQW RI WKHUDSLHV IRU SHRSOH ZLV

2Q -XQH 6DQRIL ILQDOL]JHG WKH DFTXLVLWLRQ RI $EO\Q[ D %HOJLDQ ELRSKDUPDHI
Rl 1IDQRERG LAV FK FRPELQH WKH DGYDQWDJHV Rl FRQYHQWLRQDO DQWLERG\ GUXJV ZLWK V
YDULRXV WKHUDSHXWLF DUHDV

2Q 6HSWHPEHU ZH FRPSOHWHG WKH GLYHVWPHQW RI RXU (XURSHDQ JHQHULFV EXVL
SULYDWH HTXLW\ ILUP

2Q -DQXDU\ IROORZLQJ D WHQGHU RIIHU ZH DFTXLUHG FRQWURO RI 6\QWKRU[ D 8
/D -ROOD &DOLIRUQLD IRFXVHG RQ SURORQJLQJ DQG LPSURYLQJ WKH OLYHV RI SHRSOH VXI
2Q 6HSWHPEHU ZH FRPSOHWHG WKH DFTXLVLWLRQ RI 3ULQFLSLD %LRSKDUPD ,QF D
GHYHORSLQJ WUHDWPHQWY IRU DXWRLPPXQH GLVHDVHYV

2Q $suULO 6DQRIL DFTXLUHG WKH HQWLUH VKDUH FDSLWDO RI .\PDE D FOLQLFDO VWLCL

PRQRFORQDO DQWLERGLHYV ZLWK D IRFXV RQ LPPXQH PHGLDWHG GLVHDVHY DQG LPPXQR RQF
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2Q 6HSWHPEHU 6DQRIL ILQDOL]HG WKH DFTXLVLWLRQ RI 7TUDQVODWH %LR D FOLQLFD¢

2Q 1RYHPEHU 6DQRIL FRPSOHWHG WKH DFTXLVLWLRQ RI .DGPRQ +ROGLQJV ,QF D ELR
DQG PDUNHWYVY WUDQVIRUPDWLYH WKHUDSLHV IRU GLVHDVH DUHDV RI VLIJQLILFDQW XQPHW P

% %XVLQHVV RYHUYLHZ

% 6WUDWHJ\

7KH PDUNHW FRQWH[W IRU 6DQRIL

$ QXPEHU RI IXQGDPHQWDO WUHQGY FRQWLQXH WR SRLQW WR BH ROREDOHSREWORWNR@ U W
DQG DJLQJ DQG XQPHW PHGLFDO QHHGV UHPDLQ KLJK :LWK WKH &29V'HG SOWGH® LW KKIQD Q W
NH\ UROHV RI LQQRYDWLRQ LQ 5 ' DFWLYLWLHY DQG FXWWLQJ HGJH PDQXIDFWXULQJ 7KH L¢
WKH REMHFWLYH RI ODXQFKLQJ D KLJKHU QXPEHU RI LQQRYDWLYH PHGLFLQHV DQG YDFFLQ
FODVV LQ HPHUJLQJ PDUNHWY O DUH GHPDQGLQJ EHWWHU KHDOWKFDUH HPSRZHUHG E\ DF
H[FLWLQJ WLPH VFLHQWLILFDOO\ DQG WHFKQRORJLFDOO\ WKH SURPLVH RI JHQRPLFV LV
WUHDWPHQWY DQG ELJ GDWD LV JHQHUDWLQJ QHZ LQVLJKWYV LQWR KRZ WR GLDJQRVH DQ
DQDO\WLFV DUH KDYLQJ D WUDQVIRUPDWLYH HIIHFW DFURVV VDOHYV DQG PDUNHWLQJ DFWLY
QHZ EXVLQHVVHV

$W WKH VDPH WLPH LQFUHDVHG JHRSROLWLFDO XQFHUWDLQWLHY WKH HFRQRPLF FULVLV
WLIKWHQLQJ ZLOO FRQWLQXH WR SXW SUHVVXUH RQ KHDOWKFDUH FRVWV DQG RQ WKH
SKDUPDFHXWLFDOV DQG YDFFLQHY ZLOO UHPDLQ D IXQGDPHQWDOO\ DWWUDFWLYH EXVLQHV
FROQWLQXH WR ULVH 3D\HUV ZLOO FRQWLQXH WR SXW VFUXWLQ\ RQ SULFHV DQG UHLPEXUVH
WR FRQILUP WKH HIILFDF\ RI PHGLFLQHY DQG YDFFLQHV 7KLV ZLOO EH FRXSOHG ZLWK PRU
WUDQVSDUHQW SROLFLHV ,Q YLHZ RI JURZLQJ FRQFHUQV RYHU LQFUHDVLQJ KHDOWKFDUH F
EH LQFUHDVLQJO\ MXGJHG E\ LWV FRQWULEXWLRQ WR LPSURYHG DFFHVV IRU SDWLHQWYV I
PHGLFLQHV

6WUDWHJLF IUDPHZRUN

7KH 6DQRIL U30D\ WR :LQU VWUDWHJI\ LV RUIJDQL]JHG DURXQG IRXU NH\ SULRULWLHYV IR
HITLFLHQF\ DQG UHLQYHQW KRZ ZH ZRUN WR GULYH LQQRYDWLRQ DQG JURZWK

JREXV RQ JURZWK

a 'XSL[HQWXSLOXPD®6\ OHYHUDJLQJ WKH SURGXFW V XQLTXH PHFKDQLVP RI DFWLRQ WDUJH\
IDYRUDEOH VDIHW\ SURILOH 6DQRIL LV PDR[Q AR DORIL SVKH LYPEOLAD WL RXBOL [AQWK WKH DPELWL
VWURQJ JURZWK WR RYHU ELOOLRQ LQ DQQXDO QHW VDOHV

a4 9DFFLQMH\V2 XU 9DFFLQHV EXVLQHVV LV H[SHFWHG WR GHOLYHU WK®& RR K LGIKI | ¥IUGIDML B WH.G\
PDUNHW H[SDQVLRQV DQG ODXQFKHV &RQWULEXWRUV WR JURZWK DUH H[SHFWHG WR E}
PHQLQJLWLY DQG WKH ODXQFK RI QLUVHYLPDE D PRQRFORQDO DQWBEERE\IDKEDBW ISVRIQH ¥ M
LQ WKH ILHOG RI P51$ WHFKQRORJ\ ZLWK WKH UHFHQWO\ HVYWDEOLVKHG &HQWHU RI ([FHO
YDFFLQH FDQGLGDWHY SODQQHG WR HQWHU WKH FOLQLF E\ VL[ ZLOO XVH P51% WHFK(
GLVHDVH EXUGHQ VXFK DV FKKOHD O RILDWHUE MDFRREHLWLRQ LV WR PRUH WKDQ GRXEOH 9DFFLQ
EDVHG RQ VDOHYV

a4 3LSHODQH DUH IRFXVLQJ RXU LQYHVWPHQWY RQ SULRULW\ SURMHFWV LQFOXGLQJ VL]
LPPXQRORJ\ KHPDWRORJ\ QHXURORJ\ DQG YDFFLQHV

/HDG ZLWK LQQRYDWLRQ

6DQRIL KDV SULRULWL]HG VL[ SRWHQWLDOO\ SUDFWLFH FKDQJLQJ DVVHWY LQ DUHDV RI KL
OLVWHG EHORZ

a $PFHQHVW.WDDQQ'RUDO VHOHFWLYH HVWURJHQ UHFHSWRU GHJUDGHU ZKLFK DLPV WR EH Wtk
EUHDVW FDQFHU

a )LwXvuiyom VPDOO LOQWHUIHUHQFH 51$ WKHUDSHXWLF LQ GHYHORSPHQW IRU WKH WUHDWP
WKH SRWHQWLDO WR EH D ILUVW LQ FODVV WKHUDSHXWLF RSWLRQ

a (IDQHVRFWRFRLWOIMHZ FODVV RI IDFWRU WKHUDS\ HQJLQHHUHG WR DFKLHYH KLJKHU
XQSUHFHGHQWHG SURWHFWLRQ IRU SHRSOH ZLWK KHPRSKLOLD $ DOORZLQJ WKHP WR DFK

a $POLWHODPDRQ GHSOHWLQJ D2; /LJDQG PRQRFORQFDO DQWLERG\ KDV WKH SRWHQWLDC
LPPXQH PHGLDWHG GLVHDVHVY DQG LQIODPPDWRU\ GLVRUGHUV LQFOXGLQJ PRGHUDWH W
DPOLWHOLPDE DLPV WR UHVWRUH LPPXQH KRPHRVWDVLY EHWZHHQ SUR LQIODPPDWRU\ DQ

,Q SDUWQHUVKLS ZLWK 5HJHQHURQ
&XPXODWLYH $QQXDO *URZWK 5DWH &$*5

,Q SDUWQHUHG ZLWK $VWUD=HQHFD

,Q SDUWQHUVKLS ZLWK 6ZHGLVK 2USKDQ %LRYLWUXP BREL
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a 1LUVHYLPDEPRQRFORQDO DQWLERG\ LV D SRWHQWLDOO\ FRVW HIIHFWLYH SUHYHQWLRQ D
,WV KLJK DIILQLW\ WR 569 FRXOG SRWHQWLDOO\ DOORZ D VLQJOH LQMHFWLRQ WR FRYHU |

a TROHEUXWLRQERUDO VHOHFWLYH EUDLQ SHQHWUDQW %7. LQKLELWRU ZLWK WKH SRWHQW
PXOWLSOH VFOHURVLY GDPDJH LQ WKH EUDLQ

7R FRQWX®®HQJ RXU SURPLVLQJ SLSHOLQH DQG HQKDQFH RXU SRVLWLRQ DV DQ HPHUJLQJ ¢
KDYH

L HQWHUHG LQWR D OLFHQVLQJ DJUHHPHQW ZLWK %LRQG %LRORJLFV ZLWK UHVSHFW WR ¢
7 UHFHSWRU

LLVLIQHG DQ H[FOXVLYH ZRUOGZLGH OLFHQVLQJ DJUHHPHQW ZLWK & ; ZLWK UHVSHFW WR W
LLHQWHUHG LQWR D QHZ OLFHQVH DJUHHPHQW ZLWK (XUHND 7KHUDSHXWLFV ,QF RQ *35& '

LYFRPPLWWHG WR LQYHVW LQ HTXLW\ LQ *\URVFRSH 7TKHUDSHXWLFV +ROGLQJV SOF WR IXUW
WKHUDS\ LQ JHRJUDSKLF DWURSK\ DQG VXSSRUW WKH RQJRLQJ 3KDVH ,, GHYHORSPHQW S

Y LQYHVWHG PLOOLRQ RI HTXLW\ LQ 2ZNLQxV DUWLILFLDO LQWHOOLJHQFH DQG IHGHUDW

YLHVWDEOLVKHG D VWUDWHJILF UHVHDUFK FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW ZL
FDQGLGDWHY DFURVV RQFRORJ\ DQG LPPXQRORJ\ OHYHUDJLQJ ([VFLHQWLDxV HQG WR HQ

YLDFTXLUHG .\PDE *URXS /WG
YLDETXLUHG .LDGLV 3KDUPD 1 9

L[ DFTXLUHG 7LGDO 7KHUDSHXWLFV D SULYDWHO\ RZQHG SUH FOLQLFDO VWDJH ELRWHEFK
UHSURJUDPPLQJ RI LPPXQH FHOOV

[ FRPSOHWHG WKH DFTXLVLWLRQ RI 7UDQVODWH %LR IXUWKHU DFFHOHUDWLQJ RXU HIIRL
P51% WHFKQRORJ\

[L DFETXLUHG 2ULJLPP %LRWHFKQRORJ\ *PE+ D FRPSDQ\ ZLWK DQ LQQRYDWLYH SURJUDP WR

[LIHQWHUHG LQWR DQ DJUHHPHQW WR DFTXLUH $PXQL[ 3KDUPDFHXWLFDOV ,QF DQ LPPXQR
YDOLGDWH®QB(LQQRYDWLYH XQLYHUVDO SURWHDVH UHOHDVDEDHVRDE NV BR YW H FEKQ® aR-Y
WUDQVIRUPDWLYH 7 FHOO HQJDJHUV 7&( DQG F\WRNLQH WKHUDSLHV IRU SDWLHQWV ZL
DFFHOHUDWH DQG H[SDQG RXU FRQWULEXWLRQV WR LQQRYDWLYH PHGLFLQHV IRU RQFROT

7R IXUWKHU JURZ RXU WUDQVSODQW EXVLQHVV ZH KDYH DFTXLUHG .DGPRQ +ROGLQJV ,QF

DQG PDUNHWYV WUDQVIRUPDWLYH WKHUDSLHV IRU GLVHDVH DUHDV RI VLIQLILFDQW XQPHYV
FROQWLQXLQJ WR JURZ RXU *HQHUDO OHGLFLQHV FRUH DVVHWV DQG LPPHGLDWHO\ DGG !
5H]XURFN LV D UHFHQWO\ 86 )'$ DSSURYHG ILUVW LQ FODVV WUHDWPHQW IRU FKURQLF JUI
SDWLHQWY DJHG \HDUV DQG ROGHU ZKR KDYH IDLOHG DW OHDVW WZR SULRU OLQHV RI V\V

7DNLQJ LQWR DFFRXQW SXEOLF KHDOWK QHHGY DQG WKH H[SHFWDWLRQ WKDW WKHUH ZLOC
6DQRIL KDV GHFLGHG QRW WR SXUVXH WKH GHYHORSPHQW RI LWV &29,' P51% FDQGLGDW
FRPSOHWLQJ WKH ILQDO GHYHORSPHQW VWHSV RI LWV &29,' UHFRPELQDQW YDFFLQH GHY

%XLOGLQJ RQ LWV SRVLWLYH UHVXOWY 6DQRIL ZLOO IRFXV LWV P51%$ UHVRXUFHV RQ LWV
LQIHFWLRXVY GLVHDVHV ZKHUH WKHUH LV D VWURQJ XQPHW QHHG

$FFHOHUDWH HIILFLHQF\

‘H DLP WR LQFUHDVH RXU EXVLQHVV RSHUDWLQJ LQFRPH %2, PDUJLQ WKURXJK HIILFLHQF
VDYLQJV E\ HQG RI 7KHVH VDYLQJV ZLOO IXQG LQYHVWPHQWY LQ JURZWK GULYHUV DV

ZH DFKLHYHG DURDOBRIR®YDYLQJV IURP L OLPLWLQJ VSHQG RQ GH SULRULWL]HG EXVLQ
SURFXUHPHQW DQG LLL RSHUDWLRQDO H[FHOOHQFH LQ PDQXIDFWXULQJ DQG RUJDQL]DWLF

,Q RUGHU WR EHWWHU DGDSW RXU LQGXVWULDO FDSDELOLW\ WR RXU HYROYLQJ PDQXIDFW;
OHDGLQJ (XURSHDQ FRPSDQ\ QRZ QDPHG (852$3, GHGLFDWHG WR WKH GHYHORSHPHQW Sl
LQJUHGLHQWYV $3, WR WKLUG SDUWLHV DV ZHOO DV WR 6DQRIL 7KH SURMHFW LQYROYHYV
FRPPHUFLDO DQG GHYHORSPHQW DFWLYLWLHYV IURP VL[ RI RXU (XURSHDQ $3, SURGXFWLRC
ZRUOG V VHFRQG ODUJHVW $3, PDQXIDFWXULQJ FRPSDQ\ ZLWK DSSUR[LPDWHO\ ELOOLRQ
$Q ,32 RQ (XURQH[W 3DULV LV HQYLVDJHG LQ WKH ILUVW KDOI RI VXEMHFW WR PDUNFE
DSSURYDOV

7R HPEUDFH WKH WUDQVIRUPDWLYH HIIHFW RIITHUHG E\ GLJLWDO WHFKQRORJLHY DQG DGYD(
GLJLWDO KHDOWKFDUH SODWIRUP IRU HPSOR\HHV SDWLHQWY DQG SURYLGHUV 7KLV ZLOO
EXVLQHVV PRUH HIILFLHQWO\ DQG FUHDWH HQJDJLQJ GLJLWDO H[SHULHQFHV 7KH GLJLWDC
‘H DUH XVLQJ DGYDQFHG DOJRULWKPV WR KDUYHVW UHDO ZRUOG GDWD WR VXSSRUW RXU 5
E\ FORVHU SK\VLFLDQ HQJDJHPHQW WKURXJK D YDULHW\ RI FKDQQHOV EXLOGLQJ SUHFLVLR
$QG LQ SDUDOOHO ZH DUH LQYHVWLJDWLQJ WKH SRVVLELOLW\ RI LQWHJUDWLQJ GUXJV GH
DFURVV PDQ\ GLIITHUHQW GLVHDVH DUHDV VXFK DV GLDEHWHY DQG DWRSLF GHUPDWLWLYV

,Q SDUWQHUHG ZLWK $VWUD=HQHFD
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5HLQYHQW KRZ ZH ZRUN

7TUDQVIRUPDWLRQ DQG VLPSOLILFDWLRQ KDYH VWDUWHG ZLWK WKH DLP RI LQFUHDVLQJ HPS
QHZ FXOWXUH EXLOW RQ VWURQJHU IRFXV GLYHUVLW\ DQG WHDPZRUN ZH KDYH VWUHDP
PHPEHUV 7ZR QHZ PHPEHUV ZHUH DSSRLQWHG WR WKH H[HFXWLYH OHDGHUVKLS WHDP %UH
LQ 2FWREHU VXFFHHGLQJ 3KLOLSSH /XVFDQ DQG 5R\ 3DSDWKHRGRURX DV *HQHUDO &
,(QWHJIULWN LQ )HEUXDU\ VXFFHHGLQJ .DUHQ /LQHKDQ 7KH FRPSOHWH 6DQRIL ([HEXWLY
KHDG XS RXU JOREDO EXVLQHVV XQLWYV 6DQRIL *HQ]J\PH 6DQRIL 3DVWHXU *HQHUDO OHGLFL
RlI HDFK Rl WKH IROORZLQJ VXSSRUW IXQFWLRQV 5HVHDUFK DQG '"HYHORSPHQW ,QGXVWULD

7KH FUHDWLRQ RI RXU VWDQGDORQH &RQVXPHU +HDOWKFDUH EXVLQHVYV XQLW KDV SURJUHYV
OHJDO HQWLWLHY UHODWLQJ WR WKLV VWDQGDORQH EXVLQHVV ZLWK LQWHJUDWHG 5 "' DQC
LQIRUPDWLRQ WHFKQRORJ\ :H EHOLHYH WKLV LV D XQLTXH RSSRUWXQLW\ WR DGDSW RXU
+HDOWKFDUH VHFWRU KHOSLQJ XV WR JDLQ LQ DJLOLW\ DV ZHOO DV WR DFFHOHUDWH RXU (

6DQRILXxVY LQWHIJUDWHG VRFLDO LPSDFW VWUDWHJI\ DLPV WR EXLOG D KHDOWKLHU PRUH UH
SRRUHVW SHRSOH DQG EULQJLQJ IRFXV WR DGGUHVVLQJ EURDGHU XQPHW QHHGYVY DQ DSSULI
‘H ZLOO FRQWLQXH WKH ILJKW DJDLQVW LQIHFWLRXV GLVHDVHV VXFK DV VOHHSLQJ VLFNQH
WKH HQYLURQPHQWDO LPSDFW RI RXU SURGXFWYVY DQG RI RXU ZRUOGZLGH RSHUDWLRQV .H\
SHRSOH ZKR HDFK KDYH D UROH WR SOD\ LQ EXLOGLQJ D GLYHUVH DQG LQFOXVLYH ZRUNSO

6DQRILxV 6RFLDO ,PSDFW 6WUDWHJI\ IRFXVHV RQ IRXU EXLOGLQJ EORFNV DOLJQHG ZLWK RXL
a DIIRUGDEOH DFFHVV O WR HQVXUH DIIRUGDEOH JOREDO DFFHVV WR KHDOWK ZKLOH KHOSL
a5"'IRUXQPHW PHGLFDO QHHGY O WR EH DW WKH FXWWLQJ HGJH RI 5' LQQRYDWLRQ WR Kl
a HIILFLHQF\ VXVWDLQDELOLW\ O WR PLQLPL]H WKH HQYLURQPHQWDO LPSDFW RI RXU EXVL
a

EH\RQG WKH ZRUNSODFH O WR JLYH DOO 6DQRIL FROOHDJXHV WKH FKDQFH WR EHFRPH D
WHDPV

'LWK WKLV QHZ SROLF\ 6DQRIL DLPV WR H[WH(FLHWY U30D\ WR :LQU FRPPLWPHQW WR VR
&DSLWDO DOORFDWLRQ SROLF\

'H ZLOO FRQWLQXH WR SXUVXH RXU IRFXVHG DQG GLVFLSOLQHG FDSLWDO DOORFDWLRQ SF
WKUHH FRUH *%8V DQG WKH VWDQGDORQH &+& EXVLQHVV DUH LQ WKH IROORZLQJ RUGHU
PHUJHU DFTXLVLWLRQ DFWLYLWLHV IRFXVLQJ RQ EROW RQ YDOXH HQKDQFLQJ RSSRUWX¢
WKHUDSHXWLF DUHDV LLL JURZLQJ WKH DQQXDO GLYLGHQG DQG LY DQWL GLOXWLYH \
WKURXJK DVVHW GLVSRVDOV LQFOXGLQJ VWUHDPOLQLQJ UWDLOU EUDQGVY LQ RXU (VWDEOL'

% ODLQ SKDUPDFHXWLFDO SURGXFWYV

7KH VHFWLRQV EHORZ SURYLGH DGGLWLRQDO LQIRUPDWLRQ RQ RXU PDLQ SURGXFWV 2XU L
DUH PDWHULDO WR RXU RSHUDWLRQV DQG DUH GHVFULEHG DW U% 3DWHQWYV ,QWHOC
LQ U )LQDQFLDO ,QIRUPDWLRQ O $ &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY DQG 2WKHU
DUH LQYROYHG LQ VLJQLILFDQW OLWLJDWLRQ FRQFHUQLQJ WKH SDWHQW SURWHFWLRQ R
SHUIRUPDQFH VHH U,WHP 2SHUDWLQJ DQG )LQDQFLDO 5HYLHZ DQG 3URVSHFWV O 5HVXOW

6SHFLDOW\ &DUH

" XSL[HQW
'XSL[MQWXSLOXPDE D KXPDQ PRQRFORQDO DQWLERG\ ELQGVY WR WKH LQWHUOHXNLQ L
VSHFLILFDOO\ LQKLELW RYHUDFWLYH VLIJQDOLQJ RI WZR NH\ SURWHLQV ,/ DQG ,/ ZKLFl

GLVHDVHV ZLWK XQGHUO\LQJ W\SH VLJQDWXUHV VXFK DV BRMRISV A G HLRMOWAILWD VS UH IDQGHI
XVH LQ D FOLQLF RU DW KRPH E\ VHOI DGPLQLVWUDWLRQ DV D VXEFXWDQHRXV LQMHFWLRC
SDWLHQWYV ZLWK D PRUH FRQYHQLEBYW.LBBWOQRQ Q X8APHROBWRU PDUNHWY LQFOXGLQJ WKH 86
8QLRQ FRXQWULHY WKH ILUVW ODXQFK ZDV LQ *HUPDQ\ LQ 'HFHPEHU DQG -DSDQ VLQF

$WRSLF '"HUPDWLWLV $'

ORGHUDWH WR VHYHUH DWRSLF GHUPDWLWLY D IRUP RI HF]JHPD DQG D FKURQLF LQIODPPDYV
FRYHU PXFK Rl WKH ERG\ DQG FDQ LQFOXGH LQWHQVH SHUVLVWHQW LWFKLQJ DQG VNLQ GU

'XSL[A@WV JUDQWHG PDUNHWLQJ DXWKRUL]DWLRQ E\ WKH )'$ LQ ODUFK IRU WKH WUHDW
GLVHDVH LV QRW DGHTXDWHO\ FRQWUROOHG ZLWK WRSLFDO SUHVFULSWLRQ WKHUDSLHV R
H[WHQGHG WKH PDUNHWLQJ DXWKRUL]DWLRQ IRU DGROHVFHQW SDWLHQWYV DJHG WR \f
GHVLIJQDWLRQ"WRU XYSKHHWWHDWPHQW Rl VHYHUH DWRSLF GHUPDWLWLV LQ FKLOGUHQ DJHG

SUHVFULSWLRQ PHGLFDWLRQV 2Q ODUFK " DVWKKH)'I$ DWW URWRORIXSLPHQGWFLQH IRU FKLO
ZLWK PRGHUDWH WR VHYHUH $'
2Q $XIXVW WKH 3KDVH ,,, SLYRWDO WULDO PHW DOO SULPDKHDQ® WY FRRORULHOES

VLIJQLILFDQWO\ UHGXFH VLJQV DQG V\PSWRPV RI PRGHUDWH WR VHYHUH DWRSLF GHUPDWL'
LPSURYLQJ LWFK LQ RQH ZHHN DQG VNLQ FOHDUDQFH LQ WZR ZHHNV 7KHVH UHVXOWV UHLQ
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2Q 6HSWHPEHU ZH DQQRXQFHG UHVXOWYV IURP QHZ DQDO\VHV LQ SDWLHQWY DV \RXQJ DV
GHUPDWLWLY DQG UHVXOWYV IURP ORQJ WHUP WUHDWPHQW XS WR } \HDUV IRU DGXOWYV L
PHGLFLQH HYHU DGPLQLVWHUHG WR SDWLHQWY 7KH QHZ GDWD EXLOW RDDWKSEIHHYWLQJ
VSHFLILFDOO\ WDUJHWV WKH XQGHUO\LQJ W\SH LQIODPPDWLRQ YLD WDUJHWLQJ ,/ ,/ WK
LPSURYLQJ LWFK DQG VNLQ OHVLRQV DQG RWKHU LPSRUWDQW PHDVXUHV WKDW LPSDFW D S

7KH (XURSHDQ &RPPLVVLRQ (& "DRSURYWBPEBU[HQWRU XVH LQ DGXOWV ZLWK PRGHUDWH WF
IRU VA\VWHPLF WKHUDS\ DQG H[WHQGHG WKH PDUNHWLQJ DXWKRUL]DWLRQ LQ $XJIXVW
2Q 1RYHPEHU WKH (& HITWHQGHG WKH PDUNHWLQJ DXWKRUL]DWLRQ WR FKLOGUHQ DJH
WKH 'XSLPK@WDU\ RI 3BURGXFW &KDUDFWHULVWLFV 6P3& ZDV XSGDWHG ZLWK ORQJ WHUP C
(XURSHDQ OHGLFLQHV $JHQF\xV &RPPLWWHH IRU OHGLFLQDO 3URGXFWYV IRU +XPDQ 8VH &+0
SURILOH LQ DGXOWV ZLWK PRGHUDWH WR VHYHUH DWRSLF GHUPDWLWLYV

2Q -XQH WKH 1DWLRQDO OHGLFDO 3URGXFWYV $GPLQLVWURW MRKH WOBH D W@ REWOPI PRS
VHYHUH $' DIWHU LGHQWLI\LQJ GXSLOXPDE DV DQ RYHUVHDV PHGLFLQH UHJDUGHG DV XUJH
UHYLHZ DQG DSSURYDO SURFHVV 2Q 'HFHPEHU WKH 1DWLRQDO +HDOWKFDUH 6HFXU
UHVXOWV RI WKH 1IDWLRQDO 5HLPEXUVHPHQW 'UXJ /MLVW P15L/QFDHIRWA DWLREYW XS GUKW!
HITHFWLYH ODUP&SL[HQWn ZDV DSSURYHG LQ &KLQD LQ 6HSWHPEHU IRU DGROHVFHQWYV D.
DWRSLF GHUPDWLWLYV
$VWKPD

‘XSL[M@®V JUDQWHG PDUNHWLQJ DXWKRUL]JDWLRQ E\ WKH )'$ LQ 2FWREHU DV DQ DGG RQ
WR VHYHUH DVWKPD DJHG \HDUV DQG ROGHU ZLWK DQ HRVLQRSKLOLF SKHQRW\SH RU ZLW

(XURSHDQ &RPPLVVLRQ DSSIBRRYXGH PYLHDWGG RQ PDLQWHQDQFH WUHDWPHQW LQ VHYHUH
ROGHU ZLWK W\SH LQIODPPDWLRQ ZKR DUH LQDGHTXDWHO\ FRQWUROOHG ZLWK KLJK GRV
PDLQWHQDQFH WUHDWPHQW

,Q 6HSWHPEHU QHZ ORQJ WHUP GDWD IURP D 3KDVH ,,, RSHQ ODEHO H[WHQVLRQ WULDC
UHGXFWLRQ LQ VHYHUH H[DFHUEDWLRQV LQ DGXOWY DQG DGROHVFHQWY ZLWK PRGHUDWH

3KDVH ,,, WULDO VKRZH® L XHHQMHG VHYHUH DVWKPD DWWDFNV DQG ZLWKLQ WZR ZHHNV

FKLOGUHQ DJHG WR \HDUV ZLWK XQFRQWUROOHG PRGHUDWH WR VHYHUH DVWKPD ZLW!
VLIQLILFDQWO\ LPSURYHG RYHUDOO DVWKPD VIPSWRP FRQWURO DQG UHGXFHG DQ DLUZD\ E
QLWULF R[LGH )H12 WKDW SOD\V D PDMRU UROH LQ DVWKPD "2V 2FQ REHW RQ PIMKHWHR |
WUHDWPHQW IRU SDWLHQWY DJHG WR \HDUV ZLWK PRGHUDWH WR VHYHUH DVWKPD FK
FRUWLFRVWHURLG GHSHQGHQW DVWKPD WKHUHE\ EULQJLQJ D QHZ WUHDWPHQW IRU FKLOG!
DQG SRRU OXQJ IXQFWLRQ DIIHFWLQJ WKHLU DELOLW\ WR EUHDWKH ZKLFK FRXOG SRWHQWL

&KURQLF UKLQRVLQXVLWLY ZLWK QDVDO SRO\SRVLV &5627213

&567213 LV D FKURQLF GLVHDVH RI WKH XSSHU DLUZD\ WKDW REVWUXFWV WKH VLQXVHV DQG
FRQJHVWLRQ DQG GLVFKDUJH UHGXFHG RU ORVV RI VHQVH RI VPHOO DQG WDVWH DQG IDFL

,Q -XQH WKH )'$ DSSURYRIG XX$L[HQWK RWKHU PHGLFLQHV WR WUHDW &56213 LQ DGXOW
,Q 2FWREHU WKH (XURSHDQ &RPPLVVRR X\DH DVRYG ® S R[GQWKHUDS\ ZLWK LQWUDQDVDO
VHYHUH &56Z213 IRU ZKRP WKHUDS\ ZLWK V\VWHPLF FRUWLFRVWHURLGY DQG RU VXUJHU\ GR

(RVLQRSKLOLF HVRSKDJLWLV (R(

(R(LV DFKURQLF DQG SURJUHVVLYH W\SH LQIODPPDWRU\ GLVHDVH WKDW GDPDJHV WKH H\
WR GLIILFXOWLHKHZID ®URZERUUHQWO\ QR )'$ DSSURYHG EBELFUMGWHB RYBKD@SUXIRQEHVLJI

WKH SRWHQWLDO WUHDWPHQW RI (R( LQ ,Q 0D\ ZH DQQRXQFHG SRVLWLYH UHVXO
HYDOXDWLQJ LQSEDMMWHQWY DJIHG \HDUV DQG ROGHU ZLWK (R( 7KH WULDO PHW ERWK R
VHFRQGDU\ HQGSRLQWYV ,Q 6HSWHPEHU WKH )'$ JUDQWHG % U HPW WKKUHR WIKH D MVHPUHIMSN G H
DJHG \HDUV DQG ROGHU ZLWK (R( ,Q 2FWREHU DGGLWLRQDO SRVLWLYH UHVXOWYV
LPSURYHPHQW LQ GLVHDVH VHYHULW\ DQG H[WHQW DV ZHOO DV QRUPDOL]JHG JHQH }
2Q 2FWREHU 6WXG\ % RI WKH SLYRWDO 3KDVH ,,, SURJUDP VKRZHG SRVLWLYH UHVXOYV

SULPDU\ HQGSRLQWYV LQ SDWLH®@W\ZMONILQ D QS IMKRILQJ VLIQLILFDQW LPSURYHPHQWYVY LQ
4XHVWLRQQDLUH DQG KLVWRORJLF GLVHDVH PHDVXIM WIKRPISDUYWGDWE B Q300 DEIHEMRR JIXFS WIR
FOLQLFDOO\ PHDQLQJIXO UHVXOWV LQ WKLY SRSXODWLRQ DV SDUW RI D 3KDVH ,,, SURJUDP
ILUVW DQG VHFRQG WULDOV FRQWLQXLQJ LQWR D ZHHN ORQJ WHUP H[WHQVLRQ WULDO 3L

&KURQLF 6SRQWDQHRXV 8UWLFDULD &68

&68 LV D FKURQLF LQIODPPDWRU\ VNLQ GLVHDVH FKDUDFWHUL]JHG E\ WKH VXGGHQ RQVHW R
'"HVSLWH VWDQGDUG RI FDUH WUHDWPHQW SHRSOH ZLWK &68 RIWHQ H[SHULHQFH V\PSWRP\
FDQ EH GHELOLWDWLQJ DQG VLJQLILFDQWO\ LPSDFW TXDOLW\ RI OLIH 6ZHOOLQJ RIWHQ RF
DQG XSSHU DLUZD\V 2Q -XO\ D SLYRWDO 3KDY D W MHQWO HWDK RPRW HQ D WS W R QMA Y HU
HQGSRLQWY DQG DOO NH\ VHFRQGDU\ HQGSRL@WVVPIW QGRZHBNR/ FIBGH @I WISKINQYWPLQHV VI
DQG KLYHV IRU ELWLHQWY FRPSDUHG WR WKRVH WUHDWHG ZLWK DQWLKLVWDPLQHY DORQH
/,%(57< &83," FOLQLFDO SURJUDP

6WXG\ % Rl WKH FOLQLFDO "LQ DGXOWV DQG DGROHVFHQWYV ZKR UHPDLQ V\PSWRPDWLF GHV
DUH LQWROHUDQW RU LQFRPSOHWH UHVSRQGHUV WR DQ DQWL ,J( WKHUDSHXWLF RPDOL]X}
KLYHVY ZHUH REVHUYHG WKH UHVXOWV IURP WKH LQWHULP DQDO\VLY GLG QRW GHPRQVWUD)
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GDWD ZHUH JHQHUDOO\ FRQVLVWHQW ZLWK V LQ LWV DSSURYHG LQGLFDWLRQV 6DQRIL D
FRPPLWWHG WR DGY" IRU SDWLHQWYV ZLWK &68 XQFRQWUROOHG RQ DQWLKLVWDPLQHYVY DQG D

BUXULJR 1RGXODULV 31

3HRSOH ZLWK SUXULJR QRGXODULV H[SHULHQFH LQWHQVH SHUVLVWHQW LWFK ZLWK WKLFN
LV RIWHQ GHVFULEHG DV SDLQIXO ZLWK EXUQLQJ VWLQJLQJ DQG WLQJOLQJ RI WKH VNLC
QRGXODULV 2Q 2FWREHU D SLYRWDO 3KDQHDGX®W VDDL W K DXOXTRQLVOUP RIGUNENG SEWLPDILR
DQG DOO NH\ VHFRQGDU\ HQGSRLOWNIJQKREDQW WK D WG XSHEHOWFK DW  ZHHNV DQG VNLQ Ol
SODFHER LQ WKLV LQYHVWLIJDWLRQDO VHWWLQJ 7KH LPSDFW Rl XQFRQWUROOHG SUXULJ
LQIODPPDWRU\ VNLQ GLVHDVHV ZLWK LQWHQVH FKURQLF LWFK 3UXKDYRHQRGNGIEUDV3 KD WH
WULDO UHLQIRUFLQJ LWV ZHO®RNY W D¥ K GADR\EDEKMDHAH VEH B QRDIQIPR XQFHG IRU WKH UHSOLFDW
/,%(57< 31 FOLQLFDO SURJUDP 35,0( LQ 2FWREHU DQG 35,0( LQ -DQXDU\ 6DQRIL I
VXEPLVVLRQV LQ

'XSL[AQW FXUUHQWO\ EHLQJ HYDOXDWHG LQ FOLQLFDO GHYHORSPHQW SURJUDPV IRU GLVHD
FKURQLF REVWUXFWLYH &XDPEXDORGEVVHDNVFKLIRLG %R FREKGMIOQAFULQG XFL'BO FKURQLF UKL:
ZLWKRXW QDVDO SRO\SRVLV &56V13 DQG [6 HFO % *OREDO 5HVHDUFKLWHYH®RSPHQWU

"XSL[MQW GHYHORSHG DQG FRPPHUFLDOL]HG LC J)RU DGGLWLRQDO LQIRUPDWLRQJIR@ WKH
U,v PSHUDWLQJ DQG )LQDQFLDO O )LQDQFLDO 3UHVHQWDWLRQ Rl $OOLDQFHV O $OOLDQFH ¢

7KHUH DUH RQJRLQJ RSSRVLWLRQ SURFHHG"LQLWLDWHG E\ 6DQRIL DQG 5HJHQHUR( DJDLQV\
6HH 1 ' E WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI Wi

1IHXURORJ\ ,PPXQRORJ\

OXOWLSOH 6FOHURVLYV

OXOWLSOH VFOHURVLY 06 LV DQ DXWRLPPXQH QHXURORJLFDO GLVHDVH LQ ZKLFK D SHUVF
GDPDJLQJ P\HOLQ WKH SURWHFWLYH VKHDWK WKDW FRYHUV QHUYH ILEHUV 7KLV FDXVHV D
WKH ERG\ XOWLPDWHO\ GHVWUR\LQJ WKH QHUYHV WKHPVHOYHV DQG FDXVLQJ LUUHYH
IURP 06 ZRUOGZLGH

2XU 06 IUDQFKLVH FRQVLWWYLRO $XRP LIGR D RQFH GDLO\ RUDO"L DFROHPRWPRIGRO BW DUP RQRF O
DQWLERG\ %RWK SURGXFWV WUHDW SDWLHQWYV ZLWK UHODSVLQJ IRUPV RI 06

$XEDJER
$XEDILRHULIOXQRPLGH D VPDOO PROHFXOH LPPXQRPRGXODWRU\ DJHQW ZLWK DQWL LQIOD

$XEDJLR DSSURYHG LQ PRUH WKDQ FRXQWULHV DURXQG WKH ZRUOG LQFOXGLQJ WKH 86
ZLWK UHODSVLQJ IRUPV RI 06 WKH (8 VLQFH $XJXVW IRU WKH WUHDWPHQW RI DGXO
VLQFH -XO\ ,Q -XQH WKH (XURSHDQ &RPPI"VARUR @ K (& WIHDURPYHHEWS RE BH®LDWULF ¢

\HDUV ZLWK UHODSVLQJ UHPLWWLQJ PXOWLSOH VFOHURVLV 5506 7KH (& DISBKNRX®O R
DGGLWLRQDO \HDU RI PDUNHWLQJ SURWHFWLRQ LQ WKH (XURSHDQ 8QLRQ

,Q 6DQRIL UHDFKHG VHWWOHPHQW ZL3MKS$ DOOVW JHMHHWM F JEXOEDULRJI HDFK D UR\DOW!
WKH 86 PDUNHW RQ ODUFK
/HPWUDGD

/IHPWUD®DHPWX]XPDE LV D KXPDQL]JHG PRQRFORQDO DQWLERG\LW DWGEHMILYW WHKHG&E\ DQWU
LQIXVLRQ DV WZR VKRUW FRXUVHV PRQWKY DSDUW IRU WKH PDMRULW\ RI"SWWH HRDOY QR
GLVHDVH PRGLI\LQJ WKHUDS\ '07 WKDW FDQ SURYLGH ORQJ WHUP GXUDEOH HIILFDF\ LQ WK

/HPWUDIGDDSSURYHG LQ PRUH WKDQ FRXQWULHY LQFOXGLQJ WKH (8 VLQFH 6HSWHPEHU
RI LWV VDIHW\ SURILOH WKH )'$ DSS U@ YSDAN WHKEGIWXW # LRV K/ RO EDQJ IRUPV RI 06 ZKR KDYH
WR WZR RU PRUH GUXJV LQGLFDWHG IRU WKH WUHDWPHQW RI 06 DQG LQFOXGHG"DLEODFN E
RQO\ DYDLODEOH WKURXJK D UHVWULFWHG G I"VELY NE KYWDLORD W U R QUD ® GF D D\D HID W KRIQ/ 18 AW D B
,Q -DQXDU\ WKH (0$ XSGDWHG WKHM W& GLFMKLARD WRIH DMWPWQBGRI UHODSVLQJ UHPLWWLQ.
LV KLJKO\ DFWLYH GHVSLWH WUHDWPHQW ZLWK DW OHDVW RQH GLVHDVH PRGLI\LQJ WKHUD!
QHZ FRQWUD LQGLFDWLRQV IRU SDWLHQWYV ZLWK FHUWDLQ KHDUW FLUFXODWLRQ RU EOHH
WKDQ 06

%D\HU +HDOWKFDUH UHFHLYHV FRQWLQJHQW SD\PHQWYV EDV)RU DGGLWLRQDO LRIROREW
1RWH WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLV D

5KHXPDWRLG $UWKULWLYV

5KHXPDWRLG DUWKULWLY 5% LV D FKURQLF LQIODPPDWRU\ DXWRLPPXQH GLVHDVH FDXVLC
GLVDELOLW\

LHY]DUD
HY]DUNDULOXPDE LV D KXPDQ PRQRFORQDO DQWLERG\ WKDW ELQGY WR WKH LQWHUOHXNL
PHGLDWHG VLJQDOLQJ ,/ LV D F\WRNLQH LQ WKH ERG\ WKDW LQ H[FHVV DQG RYHU WLF
UKHXPDWRLG DUWKWLI/YVLOWEWDRQ FRXQWULHV LQFOXGLQJ WKH 86
,Q 0D\ WKH )'$ DSSUR'YH3 . WKIDWIUHDWPHQW RI DGXOW SDWLHQWYV ZLWK PRGHUDWHO\
LODGHTXDWH UHVSRQVH RU LQWROHUDQFH WR RQH RU PRUH GLVHDVH PRGLI\LQJ DQWL
,Q -XQH WKH (XURSHDQ &RPPLVVLRQ JUDQWHG P LN FHRALELIQ D XM R R UZL] IV LARHOWIKRROW. B [ D W |
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RI PRGHUDWHO\ WR VHYHUHO\ DFWLYH 5% LQ DGXOW SDWLHQWY ZKR KDYH UHVSRQGHG |
PRUH '0$5'V VXFK DV PHWKRWWHRGXAW LV DOVR LQ GHYHORSPHG®GWHDQ % *ORNEWLEF SF
5HVHDUFK 'HYHORSPHQWU

.HY]DUDV GHYHORSHG DQG FRPPHUFLDOL]HG LQ )RU DGGLWLRQDO LQIRURHE M@ MULRH H QGW
JLQDQFLDO 5HYLHZ D )LQDQFLDO 3UHVHQWDWLRQ Rl $OOLDQFHV O $O0OLDQFH $UUDQJHPHQW

5DUH GLVHDVHYV

2XU 5DUH 'LVHDVHV EXVLQHVV LV IRFXVHG RQ SURGXFWVY IRU WKH WUHDWPHQW RI UDUH JHC
RI KLJK XQPHW PHGLFDO QHHG LQFOXGLQJ O\WWRVRPDO VWRUDJH GLVRUGHUV /6'V D JURXS

&HUH]EPH

&HUH]'/PHPLJOXFHUDVH LV DQ HQ]J\PH UHSODFHPHQW WKHUDS\ XVHG WR WUHDW *DXFKHU
SRWHQWLDOO\ OLIH WKUHDWHQLQJ /6' *DXFKHU GLVHDVH LV FDXVHG E\ GHILFLHQF\ RI WKH
FDOOHG JOXFRV\OFHUDPLGH DOVR FDOOHG */ WR EXLOG XS LQ FHUWDLQ DUHDV RI WKH E
H[KLELWYV GLYHUVH PDQLIHVWDWLRQVY D EURDG UDQJH RI DJH RI RQVHW RI V\PSWRPV D

HVYWLPDWHG WKDW *DXFKHU GLVHDVH RFFXUV LQ DSSUR[LPDWHO\ RQH LQ QHZERUQ\
$VKNHQD]L -HZLVK SRSXODWLRQ ZRUOGZLGH EXW LQFLGHQFH D® & DSD WH HQ VP D/UHNHIW H\E \ LYQD W
VLQFH LQ WKH (8 VLQFH LQ -DSDQ VLQFH DQG LQ &KLQD VLQFH DQG LV DSSU

WKDQ FRXQWULHV ,W KDV DOVR EHHQ DSSURYHG WR WUHDW WKH V\VWHPLF V\PSWRPV
LQFOXGLQJ WKH (8 DQG -DSDQ

&HUH]'PIHV W\SLFDOQQWIWNMHYHERXV LQIXVLRQV IRU KRXUV HYHU\ WZR ZHHNV DW DQ LQIXVL
PHGLFDOO\ DSSURSULDWH 7KHVGRYGL RLGXDWOH]\®PE EDVHG RQ WKH ZHLJKW RI WKH SDWLHC
FRPPRQ GRVLQJ VFKHGXOHIRUWQHWN]SHHJ NLORJUDP RI ERG\ ZHLJKW HYHU\ WZR ZHHNYV

&HUGHROJD

&HUGMHOHUDLIJOXVWDW LV WKH ILUVW DQG RQO\ ILUVW OLQH RUDO WKHUDS\ IRU *DXFKHU ¢
FHUDPLGH DQDORJ LQKLELWRU RI */ V\QWKHVLV ZLKVMKY EGHRREQ WW DX\ G LIVIWLLFLIDERR WLIQR @ K & HW
*DXFKHU GLVHDVH SDWLHQWVYV DQG LQ SDWLHQWYVY ZKR VZLWFR KDRPEHERPBSBHR®BEH®RIRQ

7\SH *DXFKHU GLVHDVH LQ WKH 86 DQG LQ WKH (8 DQG -DSDQ ,W LV DOVR LQ GI
GLVHDVH LQ SHG 6HIO % *OREDO 5I'HYHORS(PHQW
5HJDUGLQJ SDWHQW LQIULQJH VHH ,WHP ,QIRUPDWLRQ RQ /HJDO RU $UEI3SDWHRQMRQ 3!

/[LWLIDWLRQ

0\R]\PH DQG /XPLJ\PH

0\R]\PH DOJOXFRVLGDVH DOID LV DQ HQJ\PH UHSODFHPHQW WKHUDS\ XVHG WR WUHDW ER
,23' DQG /23" 3RPSH GLVHDVH LV DQ LQKHULWHG SURJUHVVLYH DQG RIWHQ IDWDO QHXUR
G\VIXQFWLRQ RI WKH O\WWRVRPDO HQ]\PH DFLG DOSKD JOXFRVLGDVH *$$ WKDW UHVXOWYV

LQIDQWLOH RQVHW 3RPSH GLVHDVH V\PSWRPV EHJLQ ZLWKLQ D IHZ PRQWKYV RI ELUWK DQG
ZHDNQHVYV 2WKHU VI\PSWRPV LQFOXGH GLIILFXOWLHY EUHDWKLQJ ITUHTXHQW FKHVW LQIHFW
H[SHFWHG DQG IDLOXUH WR PHHW FHUWDLQ GHYHORSPHQWDO PLOHVWRQHYV 3DWLHQWYV ZL
WLPH DIWHU WKH ILUVW \HDU RI OLIH WR ODWH DGXOWKRRG DQG UDUHO\ PDQLIHVW FDUGLD
LV VNHOHWDO PXVFOH ZHDNQHVV ZKLFK RIWHQ OHDGV WR ZDONLQJ GLVDELOLW\ DQG UHGX
DVVLVW ZLWK PRELOLW\ DQG PD\ UHTXLUH PHFKDQLFDO YHQWLODWLRQ WR KHOS ZLWK

LQ QHZERUQV ZRUOGZLGH EXW LQFLGHQFH DQG SDWLHQW VHYHULW\ YDU\ DPRQJ UHJLF

O\R]J\PHZDV ILUVW DSSURYHG LQ LQ WKH (8 DQG KDV VLQFH EHHQ DSSURYHG LQ PRUH WK
EHHQ PDUNHWHG DVLQXPH]\PH

7KH UHFRPPHQGHG GRVDJH UM DPH OXRLPWPRI\PPJ SHU NLORJUDP RI ERG\ ZHLJKW DGPLQLVWH
DQ LQWUDYHQRXV LJIXKRKQ GOER]\WHFRQVWLWXWHG GLOXWHG DQG DGPLQLVWHUHG E\ D KHE

1H[YLD]YPH

1H[YLD]\PHn DYDOJOXFRVLGDVH DOID QJSW LV DQ LPSRUWDQW QHZ MW H 5 SWPRNYNHNEG RRWILRRB 8
WUHDW ODWH RQVHW 3RPSH GLVHDVH /23" LQ SDWLHQWYV DJH RQH \HDU RU DERYH LQ
WKDQ PRQWKYV DQG LQ 6ZLW]HRWODQG SDIWYHR®AWVHLWK /23"

,Q -DSDQ DQG $XVWUDOLD D SIS UWRVPH®HRU WKH WUHDWPHQW RS DB/RMVAG & D P V2BOYRPBHHQ
DSSURYHG E\ WKH UHIJXODWRU\ DXWKRULWLHV LQ 7DLZDQ IRU XVH LQ ,23' DQG /23" IRU SDWL
WKDW 1H[YLD]JOMHODXQFK LQ DQ DGGLWLRQDO PDUNHWYV

,Q (XURSH 6DQRIL KDV UHTXHVWHG D UH H[DPLQDWLRQ RI D QHIJDWLYH &203 &RPPLWWHH IF
RUSKDQ GUXJ GHVLJQDWLRQ RI DYDOJOXFRVLGDVH DOID WR GHOD\ WKH UHJXODWRU\ GHFLV|

1H[YLD]\RW DGPLQLVWHUHG DV D PRQRWKHUDS\ HQJ]\PH UHSODFHPHQW WKHUDS\ HYHU\ WZR |
ZHLJIKW PJ NJ IRU /23" SDWLHQWYV 9 NJ RU PJ NJ IRU /23" SDWLHQWYV NJ DQG LV D
LQIXVLRQ )RU ,23' SDWLHQWV LQ $XVWUDOLD WKH DSSURYDO DOORZV IRU GRVH HVFDODWL
FRQVLGHUHGWIQNXLRRPH®@ LV DOVR EHLQJ LQYHVWLJIDWHG I&HVW KMK\WU Q H DRRRCH/DRAY RZIK & DIVULHH @
LQIDQWLOH RQVHW 3RPSH GLVHDVH
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)DEUD]SPH

YDEUD]IP®JIJDOVLGDVH EHWD LV DQ HQJ\PH UHSODFHPHQW WKHUDS\ XVHG WR WUHDW )DEU\
SURJUHVVLYH : OLQNHG LQKHULWHG GLVRUGHU RI JO\FRVSKLQJROLSLG PHWDEROLVP GXH
UHVXOWLQJ LQ SURJUHVVLYH JORERWULDRV\OFHUDPLGH */ DFFXPXODWLRQ LQ WKH O\V
JHQGHUV :LWK DJH SURJUHVVLYH RUJDQ GDPDJH GHYHORSV OHDGLQJ WR SRWHQWLDOO
FRPSOLFDWLRQV )DEU\ GLVHDVH LV FKDUDFWHUL]HG E\ GLIIHUHQW V\PSWRP VHYHULWLHV L
HDUO\ VIPSWRP RQVHW WR ODWH RQVHW GLVHDVH ZLWK FDUGLDF DQG RU UHQDO FRPSOLFD
LQ QHZERUQV ZRUOGZLGH EXW LQFLGHQFH DQG SDWLHQW KDBWHEHLMQ PDUNHWPRGJ
WKH (8 VLQFH DQG LQ WKH 86 VLQFH DQG LV DSSURYHG LQ PRUH WKDQ FRXQWULHV

7KH UHFRPPHQGHG GRVDJHLRI )PEBHUPNLORJIJUDP RI ERG\ ZHLJKW LQIXVHG LQWUDYHQRXV
FHQWHU D GRFWRUxV RIILFH RU DW KRPH DV PHGLFDOO\ DSSURSULDWH

$0OGXUDJ\PH

$0OGXUD]\PWWURQLGDVH LV WKH RQO\ DSSURYHG HQ]\PH UHSODFHPHQW WKHUDS\ IRU PXFR
O\WRVRPDO VWRUDJH GLVRUGHU FDXVHG E\ D GHILFLHQF\ RI DOSKD / LGXURQLGDVH D O\VF
FHUWDLQ FRPSOH[ FDUERK\GUDWHV NQRZQ DV JO\FRVDPLQRJO\FDQV *$*V 036 , LV PXOWL
KDYLQJ HLWKHU D VHYHUH RU DWWHQXDWHG IRUP Rl WKH GLVRUGHU EDVHG RQ DJH RI RQV
ZKHWKHU WKHUH LV HDUO\ DQG GLUHFW LQYROYHPHQW RI WKH EUDLQ 036 , RFFXUV LQ D
LQFLGHQFH DQG SDWLHQW VHYHULW\ ¥ XW\VDPHRIDY PHBUNRIWHGQGXWBPH RS DQG WKH 86 VLQFH
PRUH WKDQ FRXQWULHV

7KH UHFRPPHQGHG GRVDJH UHJUPHQ RP$GEHXUDIPRIUDP RI ERG\ ZHLJKW DGPLQLVWHUHG R
LQIXVLRQ

2QFRORJ\

6DUFDLVD
6DUF’OLL\M:DWX[LPDE LV D PRQRFORQDO DQWLERG\ WKDW ELQGV D VSHFLILF HSLWRSH RQ WK
PXOWLSOH PHFKDQLVPV RI DFWLRQ ,W ZDV DSSURYHG LQ ODUFK LQ WKH 86 LQ FRPELQL

WUHDWPHQW RI DGXOWV ZLWK UHODSVHG UHIUDFWRU\ PXOWLSOH P\HORPD 5500 ZKR K|
OHQDOLGRPLGH DQG D SURWHDVRPH LQKLELWRU DQG E\ WKH (XURSHDQ &RPPLVVLRQ LQ
GH[DPHWKDVRQH IRU WKH WUHDWPHQW RI DGXOW SDWLHQWY ZLWK UHODSVHG DQG UHIUDI
WKHUDSLHV LQFOXGLQJ OHQDOLGRPLGH DQG D SURWHDVRPH LQKLELWRU DQG KDYHVGHPRQ\
QRZ DSSURYHG LQ PRUH WKDQ FRXQWULHV

6DUFOEZYY DSSURYHG IRU D ODEHO H[WHQVLRQ LQ FRPELQDWLRQ ZLWK FDUILO]JRPLE DQG
WUHDWPHQW RI DGXOWV ZLWK UHODSVHG RU UHIUDFWRU\ PXOWLSOH P\HORPD 5500 ZKR KD
(XURSHDQ &RPPLVVLRQ LQ $SULO IRU WKH WUHDWPHQW RI DGXOW SDWLHQWYV ZLWK PXO
WKHUDS\ 7KH -DSDQHVH 0LQLVWU\ RI +HDOWK /DERU DQG :HQI® FHRPE+/Q DWILIRQWHLGN R SFSDIR Y
GH[DPHWKDVRQH LQ FRPELQDWLRQ ZLWK GH[DPHWKDVRQH DQG DV PRDERMOLHUWDMS)M DD ¥ RO B (
LQYHVWLIJDWLRQ LQ VHYHUDO FOLQLFDO VWXGLHV IRU WKH WUHDWPHQW RI KHPDWRORJLF P

/ILEWD\RS
/ILEWD\RHPLSOLPDE UZOF DQ LPPXQH WKHUDS\ GUXJ LV D IXO0\ KXPDQ PRQRFORQDO DQV

3’ SURJUDPPHG FHOO GHDWK SURWHLQ 7KLV PD\ UHVWRUH LPPXQH IXQFWLRQ WKURXJ}
WXPRU HYDVLRQ IURP KRVW LPPXQLW\
,Q 6HSWHPEHU WKH )'$ DSIRWRWKE WEMWDWPHQW RI SDWLHQWYV ZLWK PHWDVWDWLF FXWD

RU ORFDOO\ DGYDQFHG &6&& ZKR DUH QRW FDQGLGDWHVY IRU FXUDWLYH VXUJHU\ RU FXI
FRQGLWLRQDO PDUNHWLQJ DXWKRULYDWHKR@®QQ\-WOHDWPHEWDARHFLILFDOO\ DSSURYHG DQG
WKH (8 &6&& LV WKH VHFRQG PRVW FRPPRQ IRUP RI VNLQ FDQFHU

/ILEWDURIFHLYHG DSSURYDO LQ WKH 86 IRU WKH WUHDWPHQW RI DGXOW SDWLHQWV ZLWK PH\
RI DGXOW SDWLHQWYV ZLWK ORFDOO\ DGYDQFHG EDVDO FHOO FDUFLQRPD OD%&& LQ )HEU
DXWKRUL]DWLRQ RRUWKEWDIRDWPHQW RI DGXOW SDWLHQWY ZLWK ORFDOO\ DGYDQFHG RU |
ZKR KDYH SURJUHVVHG RQ RU DUH LQWROHUDQW WR D KHGJHKRUISPMLKAHI DQRBURLWRUL Q-
LQ )HEUXDU\ IRU WKH WUHDWPHQW RI DGXOW SDWLHQWYV ZLWK QRQ VPDOO OXQJ FDQF
7XPRU B3URSRUWLRQ 6FRUH RI DW OHDVW DQG DUH QRW FDQGLGDWHV IRU VXUJLFDO U
GLVHDVH ,Q -XQH WKH (XURSHDQ &RPPLVVLRQ JUDQWHG PDUNHWLQJ DXWKRUL]JDWLRQ |
H[SUHVVLQJ 3"/ LQ WXPRU FHOOV ZLWK QR (*)5 $/. RU 526 DEHUUDWLRQV ZKR KDYH
FDQGLGDWHY IRU GHILQLWLYH FKHPRUDGLDWLRQ" LRUFZKR KQ WH \P B 3/DYWRWIHVEL EQL 6 & F& X /Q & W DH |

/LEWDY®V ILOHG IRU ODEHO H[WHQVLRQV ZLWK WKH )'$ DQG 2Q -DQXDU\ 6 DRDRO LF D Q
5HIJHQHURQ DQQRXQFHG WKH YROXQWDU\ ZLWKGUDZDO RI WKH VXSSOHPHQWDO %LRORJLFV
RXWVLGH RI WKH 86 DUH LV FXUUHQWO\ XQGHU UHYLHZ E\ WKH )'$ LQ FKHPRWKHUDS\ FRF
IRU 16 6HH UO % *OREDC'HYHORSUFKQW

/LEWDR GHYHORSHG DQG FRPPHUFLDOL]HG LQ FROODERUDW)RU DGGLWLRQDO LQRBRDWE
FROODERUDWLRBS WVHMWIL WHPQG )LQDQFLDO 5+F)LQDQFLDO 3UHVHQWDWLRQ RI $O0OLDQFHV O
ZL'5HIJHQIWRQ

6$12), )250 )



3$57 ,
,7(0 ,QIRUPDWLRQ RQ WKH FRPSDOQ\

-HYWD QD

-HYWD@DED]LWD[HO D FKHPRWKHUDS\ GUXJ DQG F\WRWR[LF DJHQW LV D VHPL VIQWKHW
FDQFHU FHOOV IURP GLYLGLQJ ZKLFK XOWLPDWHO\ UHVXOWYV LQ GHVWUR\LQJ PDQ\ VXFK F
WUHDWPHQW RI SDWLHQWYV ZLWK PHWDVWDWLF FDVWUDWLRQ UHVLVWDQW SURVWDWH FDQFI

-HYWDRDV JUDQWHG PDUNHWLQJ DXWKRUL]JDWLRQ E\ WKH )'$ LQ -XQH E\ WKH (XURSHD
LQ -XO\ 7KH SURGXFW LV PDUNHWHG LQ RYHU FRXQWULHV ,Q TXIWR$H W KHQH QGF
RI ODUFK ,Q WKH 86 ARIRISRMYWDR® Rl PDWWHU SDWHQW H[SLUHG LQ 6HSWHPEHU 6DC

XQGHU WKH 86 +DWFK :D[PDQ $FW DJDLQVW JHQHULF PDQXIDFWXUHUV IRU FDED]JLWD[HO L
DVVHUWLQJ WKUHH 2UDQJH %RRN O VDX |86 KDD/WHH@W//U IHRE V H WWIDMHP HQW DJUHHPHQWYV ZLV
WKH VXLW DJDLQVW WKH UHPDLQHH 1 * E WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQ
DQQXDO UHSRUW

)D VW XU (VOH BV H N

)DVWXUWHWIIWN XVHG IRU WKH PDQDJHPHQW RI SODVPD XULF OHYHOV LQ SDWLHQWYV ZLWK O
UHFHLYLQJ DQWLFDQFHU WKHUDSLHYV

5SDUH EORRG GLVRUGHUYV

7KH 5DUH %ORRG 'LVRUGHUV IUDQFKLVH ZDV FUHDWHG LQ IROOR VHO $ +LVWRWFORGVI
'"HYHORSPHQW RI WKH &RPSDQ\U

(ORFWDWH

(ORFWDDMHNLKHPRSKLOLF IDFWRU UHFRPELQDQW )JF IXVLRQ SURWHLQ LV DQ H[WHQGHG k
EOHHGLQJ HSLVRGHV LQ DGXOWYV DQG FKLOGUHQ ZLWK KHPRSKLOLD $ ,Q WKH 86 LW LV LQGC
GHPDQG WUHDWPHQW DQG FRQWURO RI EOHHGLQJ HSLVRGHVY SHULRSHUDWLYH PDQDJHPF
IUHTXHQF\ RI EOHHGLQJ HSLVRGHYV

+HPRSKLOLD $ LV D UDUH [ OLQNHG JHQHWLF EOHHGLQJ GLVRUGHU FKDUDFWHUL]JHG E\ D Gl
SURORQJHG SDWLHQW SODVPD FORWWLQJ WLPH $V D FRQVHTXHQFH SHRSOH ZLWK KHPRSE
WHPSRUDULO\ UHSODFHV WKH PLVVLQJ FRDJXODWLRQ )DFWRU 9,,, E\ LQWUDYHQRXV LQMHFW

‘H PDUNHW (ORFAWDWHO\ LQ WKH 86 VLQFH -DSDQ &DQDGD $XVWUDOLD 6RXWK .RUHD L

(ORFWDWKWHYHORSHG DQG FRPPHUFLDOL]HG LQ FROODERUDWLRQ ZLWK 6ZHGLVK 2USKDQ %l
5XVVLD WKH OLGGOH (DVW DQG VRPH FRXQWULHV LQ 1RUWK $IULFD

$OSUROLJ

$0OSURGRDJIJXODWLRQ )DFWRU ,; UHFRPELQDQW )F IXVLRQ SURWHLQ LV DQ H[WHQGHG KD
EOHHGLQJ HSLVRGHV LQ DGXOWV DQG FKLOGUHQ ZLWK KHPRSKLOLD % ,Q WKH 86 LW LV LQ¢
GHPDQG WUHDWPHQW DQG FRQWURO RI EOHHGLQJ HSLVRGHV SHULRSHUDWLYH PDQDJHPF
IUHTXHQF\ Rl EOHHGLQJ HSLVRGHYV

+HPRSKLOLD % LV D UDUH [ OLQNHG JHQHWLF EOHHGLQJ GLVRUGHU FKDUDFWHUL]HG E\ D C
SURORQJHG SDWLHQW SODVPD FORWWLQJ WLPH $V D FRQVHTXHQFH SHRSOH ZLWK KHPR!
WHPSRUDULO\ UHSODFHV WKH PLVVLQJ FRDJXODWLRQ )DFWRU ,; E\ LQWUDYHQRXV LQMHFWLI

‘H PDUNHW $OBURDWLO\ LQ WKH 86 VLQFH -DSDQ &DQDGD $XVWUDOLD 1HZ =HDODQG

$OSURIOL[IGHYHORSHG DQG FRPPHUFLDOL]HG LQ FROODERUDWLRQ ZLWK 6ZHGLVK 2USKDQ %l
5XVVLD WKH OLGGOH (DVW DQG VRPH FRXQWULHV LQ 1RUWK $IULFD

&DESLYL

&DEOLFDSODFL]XPDE LV D ELYDOHQW DQWL YRQ "U®OHEK D Q\GU HDRMPRAD W R | DIEQXREARG H[SH UL
DFTXLUHG WKURPERWLF WKURPERF\WR 5W QUEHSM.WS/X\W B KB UDBS HXMEGLWESHFLILFDOO\ LQGLFDW

$FTXLUHG WKURPERWLF WKURPERF\WRSHQLF SXUSXUD LV DQ XOWUD UDUH HSLVRGHV
EDVHG EORRG FORWWLQJ GLVRUGHU FKDUDFWHUL]JHG E\ HI[WHQVLYH FORW IRUPDWLRQ LQ
WKURPERF\WRSHQLD YHU\ ORZ SODWHOHW FRXQW PLFURDQJLRSDWKLF KHPRO\WLF DQHPI
UHVWULFWHG EORRG VXSSO\ WR SDUWV RI WKH ERG\ DQG ZLGHVSUHDGKRVYID@ GPIPRHIGLHD WHN
HITHFW RQ SODWHOHW DGKHVLRQ DQG WKH HQVXLQJ IRUPDWLRQ DQG DFFXPXODWLRQ RI WKt

&DEOIZYY JUDQWHG PDUNHWLQJ DXWKRUL]JDWLRQ E\ WKH (XURSHDQ &RPPLVVLRQ LQ 6HSWHP
LV DYDLODEOH LQ PRUH WKDQ FRXQWULHY LQFOXGLQJ WKH 86 WKH PDMRULW\ RI (XURSH
$GGLWLRQDO FRPPHUFLDO ODXQFKHYV DUH RQJRLQJ

&DEOEZYY GHYHORSHG E\ $EO\Q[ D 6DQRILB6HH U $ +LVWRU\ DQG 'HYHORSPHQW RI WKH &RP:

*HQHUDO OHGLFLQHYV

6DQRIL KDV SULRULWL]HG FRUH DVVHWYV ZLWK GLIIHUHQWLDWHG DQG RU HVWDEOLVKHG SUR
6RPH RI WKHVH ZHOO HVWDEOLVKHG PHGLFLQHY DUH WKH VWDQGDUG RI FDUH IRU SDWLHQW
DVVHWYV LQFO XGRIOLRN&ME & X BRWIW DRY HQ QG 30ODYL]

6$12), )250 )



3$57 ,
,7(0  ,QIRUPDWLRQ RQ WKH FRPSDC

'LDEHWHV
/IDQW XV

/IDQWXNMQVXOLQ JODUJLQH XQLWV P/ LV D ORQJ DFWLQJ DQDORJ RI KXPDQ LQVXOLQ LQGL
GLDEHWHY PHOOLWXV LQ DGXOWVY DGROHVFHQWYV DQGi6KHY GROH ORI & K DD U YHDUE RE FEOH
GLDEHWHY WUHDWPHQW DQG D ZHOO HVWDEOLVKHG VDIHW\ SURILOH $SSUR YHWGDLY® MDKIE 86 |
LQ RYHU FRXQWULHV ZRUOGZLGH 7ZR LQVXOLQ JODUJLQH ELRVLPLODUV DUH DYDLODEOH

7KHUH DUH RQJRLQJ SDWHQW LQIULQJHPHQW SURFHHGLQJV LQ WKH 86 DJDLQVW 0\0ODQ 6HH
$UELWUDWLRQ 3URFHHGLQJVU

7RXMHR

7ZRXMHRQVXOLQ JODUJLQH XQLWV P/ LV D ORQJ DFWLQJ DQDORJ RI KXPDQ LQVXOLQ LQG
7TRXNMHPDY EHHQ JUDQWHG PDUNHWLQJ DXWKRUL]JDWLRQ E\ WKH )'$ )HEUXDU\ WKH (XUR
RI +HDOWK /DERU DQG :HOIDUH - 0+/: LQ -DSDQ ZKHUH LB V-XOGISURYHGREBBH@®ER D EFHH QV /
ODXQFKHG LQ PRUH WKDQ FRXQWULHV LQFOXGLQJ &KLQD VLQFH WKH HQG RI ,Q -DC
H[SDQVLRQ RI WKH LQGLFDWLRQ WR LQFOXGH WKH WUHDWPHQW RI GLDEHWHV LQ DGROHVFH

7RXNMHR DYDLODEOHRMRBRYB BRVSRVDEOH SUHILOOHG SHQ ZKLFK FRQWDLQV XQLWV RI LQ
WKH LQMHFWLRQ YROXPH WR GHOLYHU WKH VPRERBYBEHW IRH 180 VX0QOHX QLW B @3/ WIKGIWRBV VL
7RXMHR DOVR DYDLODEOH LQ D GLVSRVDEOH SUHILOOHG SHQ ZKLFK FRQWDLQV XQLWV F
GHGLFDWHG XQLW FDUWULGJH LQ FRPELQDWLR® ZLWK D GHGLFDWHG UHXVDEOH SHQ 7RX

$SLEUD

$SLEUDQVXOLQ JOXOLVLQH LV D UDSLG DFWLQJ DQDORJ RI KXPDQ LQVXOLQ LQGLFDWHG
GLDEHWHY PHOOLWXV ,W LV DGPLQLVWHUHG DURXQG PHDO WLPH DQG LV XVHGKD® D UHJLF
PRUH UDSLG RQVHW DQG VKRUWHU GXUDWLRQ RI DFWIRDYWKDQHOMW @ RWHQJ K XFRX® WUV KO |

6ROLSTXBXOLTXD

6ROL'TXD RU 6XOLYXDRQFH GDLO\ IL[HG UDWLR FRPELQDWLRQ RI LQVXOLQ JODUJLQH 8QL
DQG OL[LVHQDWLGH D */3 UHFHSWRU DJROLVW T1KHI1RYHPEHIRYHGIBROWRMDWUHDWPHQW
W\SH GLDEHWHYV LQDGHTXDWHO\ FRQWUROOHG RQ EDVDO LQVXOLQ OHVV WKDQ XQLW
XQFRQWUROOHG RQ RUDO DQWLGLDEHWLF"P MXLF ISQUHRG X,V X/QRXDDQG QDPHOLDXPXURSH ZDV
FRPELQDWLRQ ZLWK PHWIRUPLQ IRU WKH WUHDWPHQW RI DGXOWV ZLWK W\SH GLDEHWHV V
HLWKHU E\ PHWIRUPLQ DORQH RU E\ PHWIRUPLQ FRPELQHG ZLWK DQRWKHU RUDO JOXFRVH ¢
6ROL'TXDYV DSSURYHG LQ 0D\ IRU W\SH GLDEHWHV PHOOLWXV ZKHUH VWD¥WDMFHEDM Zl
RYHU FRXQWULHYV

$GPHORQVXOLQ OLWSUR 6DQRIL

$GPHORBU ,QVXOLQ OLVSUR BDORGLDFWLQJ LQVXOLQQRVWKBD U QWRX G X® DMIRISUR ZDBQLWYV P
DSSURYHG E\ WKH )'$ LQ '"HFHPEHU DQG ZDV DOVR JUDQWHG PDUNHWLQJ DXWKRUL]DWLR
OLVSUR"6BQMIKH (XURSHDQ &RPPLVVLRQ LQ -XO\ W LV XVHG WR LPSURYH EORRG VXJD
DGXOWYV DQG FKLOGUHQ DJHG \HDUV DQG DERYBV ZAMKXQRKEB L G LVDEH VBB \D GG RHYRLUDO (O
GXULQJ

$PDU\VOS $PDUHOS 6RORVDS

$PDU\QOLPHSLULGH LV DQ RUDOO\ DGPLQLVWHUHG RQFH GDLO\ VXOIRQ\OXUHD DYDLODEOH
DV DQ DGMXQFW WR GLHW DQG H[HUFLVH WR LPSURYH JO\FHPLF FRQWURO LQ SDWLHQWYV
DYDLODEOH LQ PRVW PDUNHWYV

7TUXYHORJE ,QVXOLQ DVSDUW 6DQRIL§
7UXYHORJ DOVR NQRZQ DV 7UX5DSL "RUV,QVXD$ QGDVBWLUW 6MYKIELIR VRS BDDRWWRULRPR KO

DVSDUW 8QLWV P/ W ZDV JUDQWHG PDUNHWLQJ DXWKRUL]DWLRQ DV D ELRELPLRBU XC
(XURSHDQ &RPPLVVLRQ LQ -XQH ,W LV XVHG WR LPSURYH EORRG VXJDU FRQWURO LQ D!

DJHG \HDU DQG DERYH ZLWK W\SH G IZXBHNWHIYXQEBK MG LI DMBYDHIUM BDOFRRSHDQ FRXQWULHYV

,QWHJUDWHG 'LJLWDO &DUH 6ROXWLRQV

6DQRIL LQ FROODERUDWLRQ ZLWK $EERWW DQG %LRFRUS +HDOWK 6\QF DQG 5RFKH LV E
VXSSRUW SHRSOH OLYLQJ ZLWK GLDEHWHY DQG WDNLQJ LQVXOLQ 6DQRIL LOWHQGYVY WR XV
SDWLHQWY DQG SURYLGHUV DQG WR HYD OLIH RXWFRPHV 6XFFHVVIXO ODXQFKHV LM\ \RHYHU
WKH YDOXH RI WKH LQWHJUDWLRQ RI GLIJILWDO WRROV LQWR D IXOO\ FRQQHFWHG HFRV\VWH|

&DUGLRYDVFXODU GLVHDVHVY DQG HVWDEOLVKHG SUHVFULSWLRQ SURGXF\

3UDOXHQW

BUDOXHIQONURFXPDE LV D KXPDQ PRQRFORQDO DQWLERG\ P$E IRU VHOI DGPLQLVWHUHG LC
WKH LQWHUDFWLRQ RI SURSURWHLQ FRQYHUWDVH VXEWLOLVLQ NH[LQ W\SH 3&6. ZLWk
UHF\FOLQJ RI /'/ UHFHSWRUV DQG UHGXFLQJ /'/ FKROHVWHURO OHYHOV

BUDOXHM@W.QGLFDWHG DV DQ DGMXQFW WR GLHW DQG PD[LPDOO\ WROHUDWHG VWDWLQ W
FKROHVWHURXD3IUEON@E@BSURYHG LQ PRUH WKDQ FRXQWULHYV ZRUOGZLGH LQFOXGLQJ W
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ZHOO DV LQ WKH (XURSHDQ 8QLRQ LQ ,Q " OWRHO 'S ITEHBWRYRG URFUDSRWQWQWYV FXU
DSKHUHVLV WKHUDS\ ,Q ODUFK LQ WKH (8 DQG" ZD$SIEISURYHIGQ | RMK KK \8l8 LIUBOWHEB QW V
FDUGLRYDVFXODU GLVHDVH WR UHGXFH WKH ULVN RI FDUGLRYDVFXODU HYHQWYV

,Q '"HFHPEHU BUDOXOBEWRYHG LQ &KLQD ZKHUH LW VWDUWHG WR EH FRPPHUFLDOL]HG L

6LQFH $SULO " ROBOQRQMWRQJHU EHHQ FRPPHUFLDOL]HG LQ FROODERUDWLRQ ZLWK 5H
FRPPHUFLDOL]DWLRQ LQ WKH 86 DQG 6DQRIL IRU DOO RWKHU PDUNHWY RXWVLGH WKH 86
SURGXFW VHH U,WHP 2SHUDWLQJ DQG )LQDQFLDO 5HYLHZ DQG 3URVSHFWV O )LQDQFLD
ZLWK 5HJHQHURQU

,Q 2FWREHU WKH (XURSHDQ 3DWHQW 2IILFH 7THFKQLFDO %RDUGV RI $SSHDO UXOHG LQ 6C
(XURSHDQ 3DWHQW 1R UKB ORIY DOW NVRI LQYGHDQHMW H VWHS" ZKQ® FR D@V QWD W R3 B Bl OPCHQ
VROG LQ WKH (8

OXOWDT

OXOWDGURQHGDURQH LV DQ RUDO PXOWLFKDQQHO EORFNHU ZLWK DQWL DUUK\WKPLF SUR
FHUWDLQ SDWLHQWYV ZLWK D KLVWRU\ Rl SDURJ[\VPDZDWR WD SHWR/Y.N & HQWWKW US®D ® Q GE UQ OW D!
OXOWDY DYDLODEOH LQ DERXW FRXQWULHV

30DYLVFRYHU

30DYRNU ,VERFEBRSLGRJUHO ELVXOIDWH LV D SODWHOHW DGHQRVLQH GLSKRVSKDWH $'3 UF
RI DWKHURWKURPERWLF HYHQWYV LQ SDWLHQWY ZLWK D KLVWRU\ Rl UHFHQW P\RFDUGLDO L
DUWHULDO GLVHDVH 3%$' DQG IRU SDWLHQWYV ZLWK LD/F BWWRF RQ & DPIW WGQIGQ RRREBR O W BRO
DFLG $6$% IRU WKH SUHYHQWLRQ RI DWKHURWKURPERWLF DQG WKURPERHPEROLF HYHQWV L

&R3ODYXR3ODYDQIL[HG GRVH FRPELQDWLRQ RI FORSLGRJUHO ELVXOIDWH DQG $6% LV LQGI
HYHQWV LQ DGXOW SDWLHQWYV ZLWK DFXWH FRURQDU\ VIQGURPH ZKR DUH DOUHDG\ WDNLQJ

$ QXPEHU RI FORSLGRJUHO ELVXOIDWH JHQHULFV KDYH "ERHQ,VFRNE@BKBEDLQDERWWL®@DP
WKDQ FRXQWULHY )RU DGGLWLRQDO LQIRUPDWLRQ RQ WKH FRPPHUFLDOL]DWLRQ RI WKHV
3URVSHFWV O )LQDQFLDO 3UHVHQWDWLRQ RI $OOLDQFHY O $OOLDQFH $UUDQJHPHQWYV ZLWK

6DQRIL LV LOQYROYHG ULRGWER DDIWIXLWY 6HH IRWH ' F WR RXU FRQVROLGDWHG ILQDQFL
DQQXDO UHSRUW

IRYHORJOH[DQH

/IRYHORU &ORN[DIQWR[DSDULQ VRGLXP LV D ORZ PROHFXODU ZHLJKW KHSDULQ /0:+ LQGLFDW
Rl YHQRXV WKURPERHPEROLVP DQG LQ WKH WUHDWPHQW RI DFXWH FRURQDU\ VIQGURPH (Q
HQR[DSDULQ SURGXFWV KDYH JUDGXDOO\ EHFRPH DYDLODEOH DFURVV YDULRXV (XURSHDC
PDUNHWYV 7TFRYWHQAH[IDQPDUNHWHG LQ PRUH WKDQ FRXQWULHYV

$SURYBHODSURUYHD

$SURYHAAMVR NQRZQ "DRU$ YIBYHRDEHVDUWD Q LV DQ DQJLRWHQVLQ ,, UHFHSWRU DQWDJRQLV
K\SHUWHQVLRQ DQG IRU WKH WUHDWPHQW Rl QHSKURSDWK\ LQ K\SHUWHQVL Y BOWIH QW YV
.DUYH]L@®H FRPELQDWLRQ RI LUEHVDUWDQ DQG WKH GLXUHWLF K\GURFKORURKWNKLBHHH $
ODXQFKHG LQ VHYHUDO HPHUJLQJ PDUNHW FRXQWULHYV

$ QXPEHU RI LUEHVDUWDQ JHQHULFV KDYH EHH® DOX GRS ERIEHPR Y WHRMOHGN H QY \P RESH RAKHD®
JRU DGGLWLRQDO LQIRUPDWLRQ RQ WKH FRPPHUFLDOL]DWLRQ RI WKLV SURGXFW VHH U
$UUDQJHPHQWY ZLWK %ULVWRO O0\HUV 6TXLEEU ,Q -DSDQ WKH SURGXFW LV OLFHQVHG WR 6
DJUHHPHQW WR 'DLQLSSRQ 3KDUPD &R /WG

5HQDIWM@G 5HYYHOD

5HQDUHOHYHODPHU K\GURFKORULGH Y QP U QYHWERQDWH DUH RUDO SKRVSKDWH ELQGH
GLVHDVH &.' SDWLHQWY RQ GLDO\VLV DV ZHOO DV ODWH VWDJH &." SDWLHQWV LQ (XURSH
OHYHOV ZKLFK LV DVVRFLDWHG ZLWK KHNUW VHFR R QH GHWVBWV R Q 5SEHMQ YHHWOHDG SKRVSKDWH EL

*HQHULFV Rl VHYHODPHU FDUERQDWH DUH DYDLODEOH LQ WKH 86 DQG LQ YDULRXV (XURSH
DSSURYHG LQ WKH 86 LQ JHEUXDU\ DQG ZDV VRBGHITHXE DRMEDP O D X & WKHEG L G HRQROUMH @V K D Q
,Q -DSDQ DQG VHYHUDO 3DFLILF"51\P PARXNHMUH G \E\ S8 KD DHO3KDUPDFHXWLFDO &R /WG DQG L
.LULQ &R /WG

6\QYEWRQYLVF 2QH

6\QYLDFRQG 6\QYLVKPMMHQ * ) DUH YLVFRVXSSOHPHQWYV XVHG WR WUHDW "SDQG BVQYRILD W H
2QHDUH PDUNHWHG LQ RYHU FRXQWULHV
'"HSDNYQH

'"HSDNLQWHRGLXP YDOSURDWH LV D EURDG VSHFWUXP DQWL HSLOHSWLF WKDW KDV EHHQ SUH
WUHDWPHQW IRU HSLOHSVY ZRUIDIGBZAR @HPRRID NWODHELOL]JHU UHJLVWHUHG LQ WKH WUHDWPH
ELSRODU GLVRUGHU LQ VRPH FRXQWULHV WKLV LQGLFDWLRQLRV)ED RHKR® G5 IQ RH UH DRWOA \
'"HSDNLQ® WKH 86 DQG VRGLXP YDOSURDWH JHQHULFV DUH DYDLODEOH LQ PRVW PDUNHWYV
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6DQRIL LV LQYROYHG LQ SURGXFW"OBWHJIJDRWLRQ U HO DWRHW KWMRF RHEWVRIQQGEDWHG ILQDQFLDO VYV
RlI WKLY DQQXDO UHSRUW

/HIDF\ RQFRORJ\ DQG WUDQVSODQW

7K\PRJOREXOLQ

7K\PRJOREXDQWL WK\PRF\WH *OREXOLQ LV D SRO\FORQDO DQWL KXPDQ WK\PRF\WH DQ
LPPXQRVXSSUHVVLYH DQG LPPXQRPRGXODWLQJ"OLM Q@G LEDWKIE 8R U 7W ¥R BAURBXOQQ[LY DQC
UHMHFWLRQ LQ SDWLHQWY UHFHLYLQJ D NLGQH\ WUDQVSODQW XVHG LQ FRQMXQFWLRQ ZL!
RQ WKH FRXQWU\ TK\PRUQEEKDWEG IRU WKH WUHDWPHQW DQG RU SUHYHQWLRQ RI DF
LPPXQRVXSSUHVVLYH WKHUDS\ LQ DSODVWLF DQHPLD DQG WKH WUHDWPHQW DQG RU SUHYF
KHPDWRSRLHWLF VWHP FHOO WUD QV SFEXOUQWDWIOR @ DUNPRHMRERRYHU FRXQWULHV

7D[RWHUH

7D[RWHGBRFHWDI[HO D FKHPRWKHUDS\ GUXJ bQG F\WRWR[LF DJHQW LV D VHPL VIQWKHWLF V
LQ ILYH GLIITHUHQW WXPRU W\SHV EUHDVW SURVWDWH JDVWULF OXQJ DQG KHDG DQG QHF

6DQRIL LV LQYROYHWRQXMWRWHVUIHIDWLRQ LQ WKH 86 6HH 1RWH ' D WR RXU FRQVROLGDW
RI WKLY DQQXDO UHSRUW

(OR[DWLQ
(OR[DWRDOLSODWLQ D FKHPRWKHUDS\ GUXJ LV D SODWLQXP EDVHG F\WRWR[LF DJHQW
WZR RWKHU FKHPRWKHUDS\ GUXJV IOXRURXUDFLO OHXFRYWYROSQURQHWKEN MKR;)BHIRBHD
WUHDWPHQW RI SHRSOH ZLWK VWDJH ,,, FRORQ FDQFHU ZKR KDYH KDG WKHLU SULPDU\ WXPI

RI DGYDQFHG FRORUHFWDO FDQFHU DQG LQ VRPH FRXQWULHV IRU WKH WUHDWPHQW RI HD
ODXQFKHG JOREDOWLQ®@R[EHMMHG IURP '"HELRSKDUP

OR]JRELO

ORJRELSOHUL[DIRU LQMHFWLRQ LV D KHPDWRSRLHWLF VWHP FHOO PRELOL]JHU ,W LV LQGI
IDFWRU * &6) WR PRELOL]H KHPDWRSRLHWLF VWHP FHOOV WR WKH SHULSKHUDO EORRG IF
SDWLHQWYV ZLWK QRQ +RGJIJNLQxV O\PSKRPD 1+/ DQG PROWHWOIK RPMHBRPAD O0FRXQVWRELDV

5H]IXURFNE&E

5H]XURFN EHOXPRVXGLO LV D VHOHFWLYH 52&. UKR DVVRFLDWHG FRLOHG FRLOOFRQW
LQ -XO\ E\ WKH )'$ IRU WKH WUHDWPHQW RI DGXOW DQG SHGLDWULF SDWLHQWYV DJHG
FKURQLF *9+' DIWHU IDLOXUH RI DW OHDVW WZR SULRU OLQHV RI VIVWHPLF WKHUDS\ $FWL

=DOWUDS

=DOWUD®LEHUFHSW JLY DIOLEHUFHSW LV D UHFRPELQDQW QXXRKY S URWIHRIDXVKHLP$FRBEUA
y2/),5, D FKHPRWKHUDS\ UHJLPHQ PDGH XS RI IOXRURXUDFLO OHXFRYRULQ LULQRWHFDQ

WKDW LV UHVLVWDQW WR RU KDV SURJUHVVHG IROORZLQJ DQ R[DOL SIOIMW)'Q PR QMWMDHE QJQH
QDPH ]JLY DIOLEHUFHSW WR WKH DFWLYH LQJUHGLHQW DKELEHRSHD) &RPHEUNLRD DSSWR)
WKDW LV UHVLVWDQW WR RU KDV SURJUHVVHG DIWHU DQ R[DOLSODWLQ FRQWDLQLQJ UHJLP]

=DOWUDPDUNHWHG LQ FRXQWULHV )RU DGGLWLRQDO LQIRVPBWLRMHRQ &S H UPRPIPGIU B Q0
5HYLHZ DQG 3URVSHFWYV O J)LQDQFLDO 3UHVHQWDWLRQ Rl $OOLDQFHV O $OOLDQFH $UUDQJH|

*HQHULFV

2Q 6HSWHPEHU ZH FRPSOHWHG WKH GLYHVWPHQW RI RXU (XURSHDQ JHQHULFV EXVL
SULYDWH HTXLW\ ILUP :H KDYH UHWDLQHG RXU SUHVHQFH LQ *HQHULFV LQ (PHUJLQJ 0ODU}
EUDQGY O OHGOH\ %UD]LO DQG *HQIDU &RORPELD 3HUX (FXDGRU DQG &HQWUDO $PHULFD

% O9DFFLQH SURGXFWYV

6DQRIL 3IDVWHXU WKH 9DFFLQHV GLYLVLRQ RI 6DQRIL LV D ZRUOG OHDGHU LQ WKH YDFFLQ
WKH ZRUOG DQG IRU SXEOLFO\ IXQGHG LQWHUQDWLRQDO VWDNHKROGHUV VXFK DV 81,&()
*OREDO $OOLDQFH IRU 9DFFLQHYVY DQG ,PPXQL]DWLRQ *$%9,

7KH 6DQRIL 3DVWHXU SRUWIROLR LQFOXGHV WKH IROORZLQJ YDFFLQHV
D 3ROLRP\HOLWLY SHUWXVVLY DQG KLE SHGLDWULF YDFFLQHV

6DQRIL 3DVWHXU LV RQH RI WKH NH\ SOD\HUV LQ SHGLDWULF YDFFLQHV LQ ERWK GHYHO
VWDQGDORQH DQG FRPELQDWLRQ YDFFLQHV SURWHFWLQJ DJDLQVW XS WR VL[ GLVHDVHYV
VFKHGXOHV WKURXJKRXW WKH ZRUOG YDFFLQHV YDU\ LQ FRPSRVLWLRQ DFFRUGLQJ WR UHJ

7THWUD[DPSHGLDWULF FRPELQDWLRQ YDFFLQH SURWHFWLQJ DJDLQVW GLSKWKHULD WHWDQ

LQ 7R GDWH WKH YDFFLQH KDV EHHQ ODXQFKHG86Q FORVH WR FRXQWULHY RXWVLGH V
SBHQWD[DPSHGLDWULF FRPELQDWLRQ YDFFLQH SURWHFWLQJ DJDLQVW GLSKWKHULD WHWDQ»>
ZDV ILUVW PDUNHWHG LQ 7R GDWH WKH YDFFLQH KDV EHHQ ODXQFKHG LQ PRUH WKDQ

$PHULFDQ $VLDQ DQG OLGGOH (DVWW E® LRDIUNHINGK DIHWIDEPDFHG E\ +H[D[LP

6$12), )250 )



3$57 ,
,7(0 ,QIRUPDWLRQ RQ WKH FRPSDOQ\

+H[D[LAPH[\R@H[DFLAIV D IXOO\ OLTXLG UHDG\ WR XVH LQ KH[DYDOHQW SHGLDWULF FRI
DJDLQVW GLSKWKHULD WHWDQXV SHUWXVVLV" SROWKH +RB OD QFER KEH.SIDWLIVRIQ/ YB F FHQBI[ LIP
SHUWXVVLVY DF3 DQG LQDFWLYDWHG SROLR YDFFLQHV ,39 FXWWWHREZOD YDUKWDEOH ILRG
WKDQ FRXQWULHY RXWVLGH WKH 86

SHQWDFBIGBHGLDWULF FRPELQDWLRQ YDFFLQH SURWHFWLQJ DJDLQVW GLSKWKHULD WHWD
LQ

4XDGUDHRWOD YDFFLQH LQGLFDWHG IRU DFWLYH LPPXQL]DWLRQ DJDLQVW GLSKWKHULD WHW
WKURXJK \HDUV DV D ILIWK GRVH LQ WKH GLSKWKHULD WHWDQXV SHUWXVVLV YDFFLQ
LQDFWLYDWHG SROLRYLUXV YDFFLQDWLRQ ,39 VHULHYV

6KDQ LV D LQ ZKROH FHOO SHUWXVVLV EDVHG FRPELQDWLRQ YDFFLQH SURWHFWLQJ DJ
DQG KHSDWLWLVYWo:+26K8D@ TXDOLILHG DQG SURFXUHG WKURXJK 8QLFHI WR WKH *$9, FRXQWU

$FW %LE D VWDQGDORQH YDFFLQH SURWHFWLQJ DJDLQVW +LE DQG LV PDLQO\ GLVWULEXWH
FRPELQDWLRQ YDFFLQHV WKDWDGRQ@MRW FRQWDLQ WKH +LE

6DQRIL 3DVWHXU LV D OHDGLQJ SURYLGHU RI SROLR YDFFLQHV DQG KDV EHHQ D SDUWQ
RYHU \HDUV ZLWK PRUH WKDQ ELOOLRQ GRVHV RI RUDO SROLR YDFFLQHV 239 GHOLYHL

6LQFH ZKHQ WKH :+2 UHFRPPHQGHG WKDW HYHU\ FKLOG VKRXOG UHFHLYH DW OH
SURYLGHBLOOLRQWRRVKMYSRUW WKH :+2 U3ROLR (QG *DPHU VWUDWHJI\ IRU WKH ZRUOG V St
WRWDO ,39 YROXPHV XVHG LQ WKRVH FRXQWULHV

9D[HDLV D KH[DYDOHQW FRPELQDWLRQ YDFFLQH SURWHFWLQJ DJDLQVW GLSKWKHULD WHMW
GHYHORSHG DQG GLVWULEXWHG LQ SDUWQHUVKLS ZLWK OHUFN ZDV DSSURYHG LQ E\
9D[HDEDBYV DSSURYHG E\ WKH )'$ LQ 'HFHPEHU EHFRPLQJ WKH ILUVW KH[DYDOHQW YDFFL
WKH 86 LQ -XQH

E ,QIOXHQ]D YDFFLQHYV

6DQRIL 3BDVWHXU LV D ZRUOG OHDGHU LQ WKH SURGXFWLRQ DQG PDUNHWLQJ RI LQIOXHQ]D
VROG JOREDOO\ WR PHHW JURZLQJ GHPDQG

YOX]RQUXDGULYDOHQW LV D TXDGULYDOHQW LQDFWLYDWHG LQIOXHQ]D YDFFLQH SURGXFHG
DQWLJHQV LQ RUGHU WR SURYLGH LQFUHDVHG SURWHFWLRQ DJDLQ¥X\D 8 R UWDRLHUEWODW L XD G
DYDLODEOH LQ FRXQWULHV LQFOXGLQJ WKH 86 IRU FKLOGUHQ DJHBOR¥HMULVLWRR XKV HD

OLFHQVHG VWDQGDUG GRVH uJ VWUDLQ TXDGULYDOHQW LQIOXHQ]D YDFFLQH IRU DJHV |
JOX]ROH JK 'RVH 4XDGULYDOHQW GHVLJQHG VSHFLILFDOO\ WR SURYLGH JUHDWHU SURWHFW
ZDV DSSURYHG E\ WKH )'$ LQ 1RYHPEHU W K'DNVL KR 7R M4HD DV LLYHDSOHIGPM G D)@K |RRIGIWDLQV W |

WZR LQIOXHQ]D % VWUDLQYV "DM. J Ku JRW\W WIXIDEG U)IOYQREBW ZDV DSSURYHG LQ WKH (8 LQ WKH V!
QDPH (IOXH@M®&ELFDWHG IRU DGXOWYV DJHG \HBUYKRE VRIOGHLG WAR W & H) QD] RIQ E HHQX BYGSIDO0 D E
VLQFH WKH LQIOXHQ]D VHDVRQ

JOXE'ORW D TXDGULYDOHQW LQIOXHQ]D YDFFLQH IRU DGXOWV DJHG DQG ROGHU ,W LV W
DSSURYHG E\ WKH") L%V FOXXNEGRNWO\ VROG LQ WKH 86 WKH 8QLWHG .LQJGRP +RQJ .RQJ DQG |
SODQQHG RYHU WKH QH[W VEDPH LDEG URYHG ) QXEORNS XQGH U WKRYGIPEHWBXSHPWHN

9D[LJULVSD WULYDOHQW LQIOXHQ]D YDFFLQH FRQWDLQLQJ WZR DQWLJHQV DJDLQVW W\SH $ 1
YLUXVHV ,W KDV QRZ EHHQ UHSIID PR & VE \F RX[Q WWLLSHN\H W U D

9D[LJULS TMMWWEBH TXDGULYDOHQW 4"9L F@XGERQJRV AR [DOWISIHQV DIDLQVW $ VWUDLQV RI LQI
DJDLQVW % VWUDLQV &RPSDUHG WR WKH WULYDOHQW LQIOXHQ]D YDFFLQH LW FRQWDLQV I
EHHQ ODXQFKHG LQ PRUH WKDQ FRXQWULLW\Q RWQBHFHQV E B[ LLIU MBR H8B G IY DD B Q W] R DKIL F |
SURGXFHG LQ WKH 86 LV GLVWULEXWHG

F %RRVWHU YDFFLQHV

$GDPH® WKH ILUVW WULYDOHQW ERRVWHU YDFFLQH RIIHULQJ SURWHFWLRQ DJDLQVW GLSK
\HDUV RI DJH IROORZLQJ SULPDU\ LPPXQL]DWLRQ DQG LV WKH ILUVW 7GDS YDFFLQH LQG
SHUWXVVLV LQ QHZERUQV ,W LV DYDLODEOH LQ FRXQWULHY LQFOXGLQJ WKH 86 DQG RWHK

S5HSHYB[GDFAROLR LV D FRPELQDWLRQ YDFFLQH WKDW SURYLGHV SURWHFWLRQ DJDLQVW G
7GDS ,39 YDFFLQH LQGLFDWHG IRU XVH GXULQJ SUHJQDQF\ IRU SURWHFWLRQ DJDLQVW SHU\
RXWVLGH WKH 86 ZLWK D VWURQJ IRFXV RQ (XURSHDQ PDUNHWY VXFK DV )UDQFH DQG *HUP

G OHQLQJLWLY YDFFLQHV

OHQDPFWWDWKH ILUVW TXDGULYDOHQW FRQMXJDWH YDFFLQH DJDLQVW PHQLQJRFRFFDO PHC
GHDGOLHVW IRUPV RI PHQM LIQWILV D WHHED FRMUUBHRSOH DJHG PRQWKYV WKURXJK \HDUV L
(DVWHUQ FRXQWULHV LQFOXGLQJ 6DXGL $UDELD DQG QXPHURXV RWKHU FRXQWULHV RX
TXDGULYDOHQW PDUNHW LQ WKH 86 DQG JOREDOO\ "ORWYHVWVEKHMH® G LKFWUAEXW IE&® WH\Q RH ©OHDX
IXOO\ OLTXLG QR UHFRQVWLWXWLRQ QHHGHG PHQLQJLWLY TXDGULYDOHQW FRQMXJDWHG Y

OHQ4XDG&M D QRYHO IXOO\ OLTXLG PHQLQJRFRFFDO TXDGULYDOHQW FRQMXJDWH YDFFLQH IR
IURP LQIDQWYV ZHHNV WR WKH HOGHUO\ ZLWK IOH[LEOH GRVLQJ VFKHGXOHVY ,W LV DOVR
WR HQWHU WKH (XURSHDQ PHQLQJRFRFFDO PDUNHW ZKHUH YLWEBMLYRW DOHEY RO ON X DGHIN
YDFFLQH WR GHPRQVWUDWH VXSHULRU LPPXQH UHVSRQVH DJDLQVW VHURJURXS & LQ WRC
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VWDQGDUG RI FDUH LQ PXOWLSOH PDUNHWYV LQ"ZD\R DIS DR H G W IQUW R W/ L8REQLDD & 5 U L0 Q 4 X DR
WZR \HDUV DQGZIRO®IBIBURWHG LQ $XVWUDOLD &DQDGD WKH (8 DQG RWKHU (XURSHDQ

DQG 1RYHPEHU DQG VXEVHTXHQWO\ LQ $UJHQWLQD %UD]LO DQG &KLOH IRU SHRSOH DJI
LQ QXPHURXV RWKHU FRXQWULHV ([WHQVLRQ RI WKH DJH LQGLFDWLRQ LQ WKHVH PDUNHYV
3KDVH ,,, GDWD " ZHDY4®DBQFKHG LQ WKH 86 LQ ODUFK DQG LQ (XURSH LQ $XJXVW

H 7UDYHO DQG HQGHPLF YDFFLQHYV

6DQRIL 3DVWHXU SURYLGHV D ZLGH UDQJH RI WUDYHO DQG HQGHPLF YDFFLQHV LQFOXGLC
HQFHSKDOLWLY DQG GHQJXH DV ZHOO DV UDELHV YDFFLQHY DQG LPPXQRJOREXOLQV 7KHVE
ZRUOG DQG DUH WKH IRXQGDWLRQ IRU LPSRUWDQW SDUWQHUVKLSYV ZLWK JRYHUQPHQWYV D
WUDYHOHUY DQG PLOLWDU\ SHUVRQQHO LQ LQGXVWULDOL]JHG FRXQWULHY DQG LQ HQGHPLF

% &RQVXPHU +HDOWKFDUH

,Q RXU &RQVXPHU +HDOWKFDUH RSHUDWLRQV EHFDPH D VWDQGDORQH EXVLQHVV XQLW
GHGLFDWHG VXSSRUW IXQFWLRQV DQG LQIRUPDWLRQ WHFKQRORJ\ ,PSOHPHQWDWLRQ SURJ
HQWLWLHY FUHDWHG ,Q DGGLWLRQ ZH DQQRXQFHG WKH GLYHVWPHQW DQG GLVFRQWLQX
$PHULFD 7KLV SURJUDP DLPV WR VLPSOLI\ WKH SRUWIROLR DQG UHGXFH WKH QXPEHU RI
RSWLPL]H WKH *R 7R ODUNHW PRGHO E\ WDLORULQJ LW PRUH FORVHO\ WR WKH DFWXDO QHH¢

2XU &+& VDOHV DUH VXSSRUWHG E\ D UDQJH RI SURGXFWV LQFOXGLQJ WKH IROORZLQJ EUD(
$OO0OHUJ\ FRXJK FROG

a $OOBFRPSULVHV D UDQJH RI IH[RIHQDGLQH +&0OEDVHG SURGXFWV )H[RIHQDGLQH LV DQ
LQFOXGLQJ VQHH]LQJ UXQQ\ QRVH LWFK\ QRVH RU W KEWHIM IDEE OL\W/K Y RADAN HY \PIRHY WKC
DFURVV WKH ZRUOG

a OXFRVROYVW® FRXJK EUDQG ZLWK PDQ\ GLIIHUHQW IRUPXODWLRQV ,W FRQWDLQV WKH PX|
DQG UHOHDVH RI VXUIDFWDQW W LV VROG LQ YDULRXV FRXQWULHV LQ (XURSH /DWLQ $P|

3DLQ

a 'ROLSURQHUY D UDQJH RI SDUDFHWDPRO DFHWDPLQRSKHQ EDVHG SURGXFWYV IRU SDLQ D
SKDUPDFHXWLFDO IRUPV DQG LV VROG PDLQO\ LQ )UDQFH DQG YDULRXV $IULFDQ FRXQWU|

a 7KH % XVEREDQIH K\RVFLQH EXW\OEURPLGH KDV DQ DQWLVSDVPRGLF DFWLRQ WKDW VSHF
GLVFRPIRUW ,W LV VROG DFURVV WKH JOREH

4 :H DOVR KDYH ORFDO SDLQ"EQD-OGD ¥ X FRQBYHRMD DQLBYDD]LO D QG GFS =R EQHPKH 86
'LIHVWLYH

a 'XOFRODURGXFWV RIIHU D UDQJH Rl FRQVWLSDWLRQ VROXWLRQV IURP SUHGLFWDEOH RYl
SURGXFWVY DUH VROG LQ RYHU WDERXOQWUER@WDXIOFRXMH DFWLYH LQJUHGLHQW ELVDFRG\O
GLUHFWO\ RQ WKH FRORQ WR SURGXFH D ERZHO PRYHPHQW

a (QWHURJMUNLRDSURELRWLF LQGLFDWHG IRU WKH PDLQWHQDQFH DQG UHVWRUDWLRQ RI |
LQWHVWLQDO GLVRUGHVWRQ® ISURPHBURDIDQ (XURSH DQG LQ /DWLQ $PHULFD DQG SDUWYV

a (VWVHQWLD®HQDWXUDO VR\EHDQ UHPHG\ WR LPSURYH OLYHU KHDOWK ,W LV FRPSRVHG RI
VR\D DQG FRQWDLQV D KLJK SHUFHQWDJH RI SKRVSKDWLG\OFKROLQH LIV XD/MBUL RRIDINRYHQ
GLVHDVH DQG LV VROG PDLQO\ LQ 5XVVLD (DVWHUQ (XURSH YDULRXV FRXQWULHYV LQ 6RX

a =DQWDF’ SYRGXFWV DUH IRU WKH SUHYHQWLRQ DQG UHOLHI Rl KHDUWEXUQ ZLWK D QHZ I
IXWULWLRQDO

a IXWULWLRQDOV LQFOXGH D UDQJH RI SURGXFWV WR PDLQWDLQ JHQHUDO KHDOWK SU
GHILFLHQFLHV 7KHVH SURGXFWV KHOS PDQDJH HQHUJ\ VWUHVV VOHHS DQG DQ[LHW\
LQFOXGLQJ 1D'WMXUBXVVWIROLD WR LPSURYH DQG"PPDQWOL QK KOWRSK B K G U/MDMNRQEP HULFD
(XURSH DQG D UDQJH RI VOHHS EUDQEXURGHO A@LYRFBRY G O ¥ BEHDGD Q

2WKHU

a *ROG 4¥RQIEHUV D EURDG UDQJH RI SURGXFWV LQFOXGLQJ GDLO\ ERG\ ORWLRQV DQWL LWF
IRRW FUHDPV DQG SRZGHUV IRUWWHRH®P\DVRRGGL @& RVWKG 86

6WDUWLQJ IURP ZH DUH WDNLQJ D PRUH JUDQXODU DSSURDFK DQG IRFXV RQ DWWUD
FRQVXPHU WUHQGYV SRUWIROLR VWUHQJWKY DQG RSSRUWXQLWLHV 7KHVH VXE FDWHJRUL
:HOOQHVY DQG 3URELRWLFV 7KHVH VXE FDWHJRULHV LQ RXU NH\ JHRJUDSKLHYV DFFRXQW IF

% *OREDO UHVHDUFK GHYHORSPHQW

2YHU UHFHQW \HDUV 6DQRIL KDV UHVKDSHG LWV 5 ' VWUDWHJ\ VWUHQJIJWKHQLQJ WKH GHY
HOHYDWH WKH VWDQGDUG RI FDUH IRU SDWLHQWYV DQG SULRULWL]LQJ WKHUDSHXWLF DUHD
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EORRG GLVRUGHUV DQG QHXURORJ\ 7KH REMHFWLYH LV WR GHYHORS WUDQVIRUPDWLYH PH
GLVFRYHULQJ DQG GHYHORSLQJ D QHZ SURGXFW LV D FRVWO\ OHQJWK\ DQG XQFHUWDLQ
GHYHORSPHQW IRU IXWXUH SURGXFWYV DQG IRU WKH ODXQFKHV RI QHZO\ UHJLVWHUHG PROH
LQFUHDVH LQ UHYHQXHV 6HH U,WHP ' 5LVN )DFWRUVU IRU IXUWKHU LQIRUPDWLRQ

,Q GHYHORSPHQW VXVWDLQHG HIIRUWY DUH EHLQJ PDGH WIRGR SRR DMNH QHKE JSOHHU QD G
VHHNW®RISXVK GHFLVLRQ PDNLQJ GRZQZDUG ZLWK VWURQJ WHDP HPSRZHUPHQW

2XU DVSLUDWLRQ LV WR EXLOG D SLSHOLQH RI ILUVW LQ FODVV RU WUXO\ GLIITHUHQWLDWHG
WZR WKLUGV RI WKH SLSHOLQH GLUHFWO\ GHULYHG IURP 6DQRIL LQWHUQDO UHVHDUFK

$V SDUW RI RXU VWUDWHJILF IUDPHZRUN VHYHQ SRWHQWLDOO\ WUDQVIRUPDWLYH WKHUD
"XSL[MQWXOWLSOH LQGLFDWLRQV LQ ,PPXQRORJ\ ,QIODPPDWLRQ ILWXVLUDQ DQG HIDQF
FDQFHU DPOLWHOLPDE ,PPXQRORBVHY L@ DEDAPDWBLRQOWRU\ VIQF\WLDO YLUXV DQG WROHEU

(IIRUWV WR VWUHQJWKHQ RXU SLSHOLQH ZLWK LQQRYDWLYH DVVHWV LQ RQFRORJ\ DQG LF
%LRSKDUPD DQG 6\QWKR[ LQ FRQWLQXHG LQ ZKHQ ZH FRPSOHWHG WKH DFTXLVLW
FRPSDQ\ GHYHORSLQJ QH[W JH O HUDPWIORQWKRUDBKHWKH®G RI .\PDE *URXS /WG DGGLQJ WI
PRQRFORQDO DQWLERG\ WDUJHWLQJ WKH NH\ LPPXQH V\VWHP UHJXODWRU 2;: / ,Q RXU HII
YDFFLQHV DQG WKHUDSLHV XVLQJ P51%$ WHFKQRORJ\ ZH DFTXLUHG 7UDQVODWH %LR DQG
SODWIRUPV ZLWK DSSOLFDWLRQV LQ YDFFLQHV RQFRORJ\ LPPXQRORJ\ DQG RWKHU GLVHEC
IXUWKHU VWUHQJWKHQ JURZWK DQG H[SDQVLRQ IRU RXU *HQHUDO OHGLFLQHV SRUWIROLR
DQ DJUHHPHQW WR DFTXLUH LPPXQR RQFRORJ\ FRPSDQ\ $PXQL[ 3KDUPDFHXWLFDOV ZLWK
FROQWULEXWLRQV WR LQQRYDWLYH PHGLFLQHV IRU RQFRORJ\ SDWLHQWYV

% SKDUPDFHXWLFDOV
% SURGXFWYV LQ GHYHORSPHQW
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YRU WKH PDLQ SLSHOLQH HYHQWY UHODWHG WR WKH SKDUPDFHXWLFDOV SRUWIROLR ZH!
3URMHFW 3RWHQWLDO ,QGLFDWRLRIQJH 5HDVRQ

DPOLWHOLPDE 6®5$QWL 2; / P$SE .< SWRSLF GHUPDWLWLVSGGHG $FTXLUHG IURP .\PDE
DORPILOLPDE 6%$8 $QWL ,&26 P$SE .<7ULSOH QHJDWLYH EBGIBWGE FDQFHU $FTXLUHG IURP .\PDE
635 ® 1. FHOO EDVHG LPPXQRWKHBEDWH PSHORLG OH X NHGRALDG $FTXLUHG IURP .LDGLV
635 O $QWL 3'/ ,/ IXVLRQ SURWRIQDRG .WXPRUV $GGHG $FTXLUHG IURP .DGPRQ
6$5 © 71)D LQKLELWRU ,QIODPPDWRU\ LQGLFHPWARE V (GQHV‘\;HH%*%%PFHRQQV'VLUPDV
6$5 O ,5%. GHJUDGHU SWRSLF GHUPDWLWLVSGGHG EQH"\‘;HH%"F'Q%PFHRQQV'VLUPDV
6$5 $QWL &' &' +(5 WULVSHFLMDFVWSEF FDQFHU $GGHG (QWHUHGS FRQQ"-UPDV
6$5 ® $QWL )DFWRU %E DQWLERGWDUH UHQDO GLVHDVHEBGHG (GQV\‘;HH%';%PFHRQQ'LUPDV
635 O $QWL 71)D 2; / 1$12%2'< ,QIODPPDWRU\ LQG LFOMAR® V (GQHV\‘;HH%E%PFHRQQV'VLUPDWRU\
6$5 O $QWL ,/ 2 /1$12%2'< $WRSLF GHUPDWLWLVEGGHG (GQV\‘;HH%';%PFHRQQV'VLUPDV
6$5 © 3HJ\ODWHG ,/ ,QIODPPDWRU\ LQGLFDOARE V EQHV\‘?':'%*F'Q%PFHRQQV'V'—UPDV
6$5 O $QWL ,/ 76/3 1$12%2'< ,QIODPPDWRU\ LQGLFPNARE V E;QHV‘\%%Q%PFHRQQ'LUPDV
6$5 O $QWL 71)D ,/ $ 1$12%2'< ,QIODPPDWRU\ LQGLFHMNARR V (GQHV\‘;HH%"F'Q%PFHRQQV'VLUPDV
635 $QWL 1.S &' PSE $FXWH P\HORLG O H X NS-GRALHDG &QHV‘\’(':'%*FL%PFHRQQV'VLUPDV
LH[YLD]'PH= 3RPSH GLVHDVH &RPPHUFLDOLIHG

67

6$5

ULO]J]DEUXWEQLE O %7.

O ([ 9LYR =)1 *HQH (GLWHG &HO G AMHDUEDODVVHPLD5HPRYHG

O ([ 9LYR =)1 *HQH (GLWHG &GILFOIGKHUDBO GLVHDWBHPRYHG

LOQKLELWRU 3HPSKLJXV 9XOJDULV5HPRYHG
XWRVRPDO GRPLQD

YHQIOXVWDW  2UDO *&6 LQKLELWREL SN G0 vy 5HPRYHG
655 O %LVSHFLILF &' &' 7 FHOBXWOPRLIHU 5HPRYHG
635 ® 7ULVSHFLILF IHXWUDOL]LQH, ®S$E 5HPRYHG
5(*1 O $QWL 08& [& ELVSHFLILF P¥PULDQ FDQFHU 5HPRYHG
5(*1 O $QWL %&0$[&' ELVSHFLILF pRROSYHC UHIUDFWl spryig
5(*1 O $QWL %&0$[&' ELVSHFLILF pEOSYHG UHIUDFWI 5ppyig
655 O 7*)E LQKLELWRU $GYDQFHG VROLG WXBPRRRYHG
6%5 O $QWL & PS$E )F HQIJLQHHUGMGOWLSOH P\HORPD 5HPRYHG

'"HYHORSPHQW
'"HYHORSPHQW
'"HYHORSPHQW
'"HYHORSPHQW
'"HYHORSPHQW
'"HYHORSPHQW
'"HYHORSPHQW
'"HYHORSPHQW
'"HYHORSPHQW
'"HYHORSPHQW

'"HYHORSPHQW

GLVFRQWLQXHG
GLVFRQWLQXHG
GLVFRQWLQXHG
GLVFRQWLQXHG
GLVFRQWLQXHG
GLVFRQWLQXHG
GLVFRQWLQXHG
GLVFRQWLQXHG
GLVFRQWLQXHG
GLVFRQWLQXHG

GLVFRQWLQXHG

P$E PRQRFORQDO DQWLERG\

7KH GHYHORSPHQW RI ULO]J]DEUXWLQLE ZDV GLVFRQWLQXHG LQ WKLV LQGLFDWLRQ LQ 6HSWHPEHU
7KH GHYHORSPHQW RI YHQJOXVWDW ZDV GLVFRQWLQXHG LQ WKLV LQGLFDWLRQ LQ -XQH
2SW LQ ULJKWV ZHUH QRW H[HUFLVHG IRU WKHVH SURGXFWV IURP 5HIHQHURQ
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7KH FOLQLFDO SRUWIROLRI '"HFHPEHU 3IXFWXPPBUL]JHG LQ WKH WDEOH EHORZ ZKHUH VHYH
GHYHORSHG IRU RQH SURGXFW HDFK LQGLFDWLRQ LV UHJDUGHG DV D VHSDUDWH SURMHFW

JRU PRUH LQIRUPDW" .HY]" $XEI" &HUC" /LE\" 6DUI" DQG 1H[YI" VHH DOVR UO ,WHP
%XVLQHVV @ %

RQ WKH &R® %

3KDVH

,QIRUI
0DLQ 3KDUPDFHXWLFDO 3URGXFWVU

3KDVH ,, 3KDVH ,,, UHJLVWUDWLRQ

2QFRORJ\ 6%$5

FHOO OXQJYYYoRQFHU Q" UG H

6$5
6$5

WXPRUV

6%5

+RGJIJNLQV O\PSKRPD

SHPEUROL]XPDE DPFHQHV PHWDVWDWLF EUHDOWMP EWQFPBE UMRWDOARLQE FHOO
OXQJ FDYFSWLQH

PRQR FRPER VRODPFHQHV EUHDVW FDQFHUDPEMRWMDQYWDQW  FPHIHEHRFW BWILEF

PRQR ZLWK 3' VRWI\V®PLWDPDE UDYWDQVLEHWHDVW FDQFHU
UDPXFLUXPDE QRQ VPDOO FHOO OXQJ

PXOWLSOH P\HORPFDQF®? Y"OLQH

WXVDPLWDPDE UDYWDQVLQH

6$5 VROLG WXPRUV SHPEUROL]XPDE QRQ VPDOO FHOO OXQJ
6%$5 DFXWH P\HORLG O HONHRYNDL QH
6$5 JDVWULF FDQFHU WXVDPLWDPDE U H YS\OIRQADLVDRIU\
6$5 DFXWH P\HORLG OHXRGIPGIWXPRUYV
6$5 VROLG WXPRUV WXVDPLWDPDE UDYWDQWVAGBQFHU
DORPILOMPWDIESOH QHJDWLYH EUHDVW
FDQFHU
6$5 DGYDQFHG VNLQ FDQFHUYV
6$5 KHDG QHFN FDQFHUV
6$5 QRQ VPDOO FHOO OXQJ FDQFHU
PHVRWKHOLRPD
6$5 O\PSKRPD
6$5 .5$6 LQKLELWRU QRQ VPDOO
FHOO OXQJ FDQFHU
5DUH %ORRG 6$5 FROG DJJOXWLQL(ILWXV KHPRSKLOLD $ %
'LVRUGHUV ILWXV KHPRSKLOLD $ % SHGLDWULF
VXWLP( FROG DJJOXWLQLQ GLVHDVH
HIDQHVRFWR KHPRSKLOLD $
ULO]DEUXWERQE WKURPERF\WRSHQLD
,PPXQRORJ\6$5 LQIODPPDWRU\ LQGUIFOMWERQWL QHODWHG GLUMDNSHNLFKOERQLF REVWUXFWLYH SXOPR
,QIODPPDWLEREG DWRSLF GHUPDWLWULIMO]DEUXWIRBLEF GHUPDWL®UWHDVH
6$5 DWRSLF GHUPDWLWL$\6 FXWDQHRXV OXSXV
6$5 LQIODPPDWRU\ LQEURWWHRRQWRV XV
6$5 LQIODPPDWRU\ LQGEFDWLRMWRSLF GHUPDWLWLYV
6$5 LQIODPPDWRU\ LQGSFDWLREMWRIUHQx*xV VIQGURPH
6$5 LQIODPPDWRU\ LQGSFDWLRQVWHPLF OXSXV

HU\WKHPDWRVXV
DPOLWH®W®RELF GHUPDWLWLYV

IHXURORJ\ 6%$5

DP\RWURSKLF ODWHA®DO VFEPXORMISOH VFOHURWRIOHEUXWLRDB\ SURJUHVVLYH PXOWLS
6%$5 FKURQLF LQIODPPYDRMORHURVLYV
GHP\HOLQDWLQJ SRO\QHXUWREBOMWKYXMHAIFRIOEGDU\ SURJUHVVLYH
PXOWLSOH VFOHURVLV
WROHEUXXIOQWIESOH VFOHURVLV
WROHEURPWIVWEHQLD JUDYLV

5DUH 'LVHDWHY DFKRQGURSODVLD YHQJO) *DXFKHU GLVHDVH RROS8XGDVHLEPDIQ 3LFN GLVHDVH W\SH
685 UDUH UHQDO GLVHIVWHVMO)> )DEU\ GLVHDVH % .
6$5 $OSRUW VI\QGURPHH[YLD]"PBRPSH GLVHDVH O ,QIDQWLOH

RQVHW
YHQJOXYONDWQJOLRVLGRVLYV

5HILVWUDWLRQDO VWXG\

3KDVH , VWXGLHV DUH WKH ILUVW VWXGLHV SHUIRUPHG LQ KXPDQV ZKR DUH PDLQO\ KHD
3KDVH , VWXGLHY DUH SHUIRUPHG LQ SDWLHQWYVY 7KHLU PDLQ REMHFWLYH LV WR DVVHVV

SURGXFW LV GLVWULEXWHG DQG PHWDEROL]J]HG LQ WKH ERG\ DQG WKH PDQQHU E\ ZKLFK L\
SURILOHV RI WKH QHZ GUXJ L H KRZ WKH SURGXFW PD\ UHDFW RQ VRPH UHFHSWRUV

3KDVH ,, VWXGLHV DUH HDUO\ FRQWUROOHG VWXGLHV LQ D OLPLWHG QXPEHU RI SDWLHQWYV
WHUP VDIHW\ DQG WR GHWHUPLQH WKH GRVH DQG UHJLPHQ IRU 3KDVH ,,, VWXGLHYV

3KDVH ,,, VWXGLHV KDYH WKH SULPDU\ REMHFWLYH RI GHPRQVWUDWLQJ RU FRQILUPLQJ WK
LOWHQGHG LQGLFDWLRQ DQG SRSXODWLRQ 7KH\ DUH GHVLJQHG WR SURYLGH DQ DGHTXDWH

D 2QFRORJ\
3URGXFWY LQ GHYHORSPHQW

$PFHQHVWUDQW 6% VHOHFWLYH HVWURJHQ UHLVY EHLQJ DYVMBIEMHEKRWDO 3KDVH ,, VWXG\ ¢
LQ VHFRQG DQG WKLUG OLQH PHWDVWDWLF EUHDVW FDQFHU DV PRQRWKHUDS\ YHUVXV SK\\

GD\ ZLQGRZ RI RWXG\ $0((5% LV RQMRKBJISULRU WR VXUJHU\ QHRDGMXYDQW OLNH VHWMW
LQ WKH DGMXYDQW VHWWLQJ 7KH HYDOXDWLRQ RI DPFHQHVWUDQW LQ FRPELQDWLRQ ZLW
FDQFHU LV DOVR RQJF,, HIILPDIFXZKRDBA((5% ,Q WKH SULRU WR VXUJHU\ QHRDGMXYDQW O
3KDVH ,, VWXG\ $0((5% ZDV FRPSOHWHG LQ UHVXOWY ZLOO JXLGH IXUWKHU GHYHORSP
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S5HFUXLWPHQW RI WKH ILUVW SDWLHQWYV WR WKH SLYRWDO 3KDVH ,,, VWXG\ $0((5% LQY
SDWLHQWYV ZLWK PHWDVWDWLF EUHDVW FDQFHU DGMXYDQW VHWWLQJ LV H[SHFWHG HDUO\

7XVDPLWDPDE UDYWDQVLQKW BR5DQWLERG\ GUXJ FRQMXJIJDWH $'& WKDW ELQGV WR &($&$
RULJLQDOO\ LGHQWLILHG DV D VXUIDFH PDUNHU RQ DGHQRFDUFLQRPDV RI WKH KXPDQ JDVW
/& IRU WKH VHFRQG DQG WKLUG OLQH WUHDWPHQW RI PHWDVWDWLF QRQ VTXDPRXV QRC
SRVLWLYH WXPRUV ,Q DGGLWLRQ WZR 3KDVH ,, VWXGLHV DUH RQJRLQJ WR HYDOXDWH W
&$50(1 /& RU ZLWK SHPEUROL]XPDE &$50(1 /& LQ SDWLHQWYV ZLWK PHWDVWDWLF 164 1
LQLWLDWHG WR HYDOXDWH WXVDPLWDPDE UDYWDQVLQH LQ SDWLHQWYV ZLWK &($&$0 SRVL\
ZLWK JDVWULF FDQFHU &$50(1 *&

$ORPILOLPDE 6$5IRUPHUO\ .\PDExV .< LV D IXOO\ KXPDQ ,J* DQWL ,&26 DQWLERG\ ZLWK
,&26 KLIJK LQWUD WXPRUDO 7 UHJXODWRU\ FHOOV DQG VWLPXODWLQJ ,&26 ORZ 7 HIIHFWRU F
VROLG WXPRUV LQ FRPELQDWLRQ ZLWK DQWL 3'/ WUHDWPHQWY DWH]ROL]XPDE 6%$5 L
QHJDWLYH EUHDVW FDQFHU 71%&

6$5 IRUPHUO\ 7+2% D QRQ DOSKD GXUDEO\ SHJ\ODWHG LQWHUOHXNLQ ./ DFTXLUHG
GHYHORSHG IRU WKH WUHDWPHQW RI YDULRXV WXPRUV LQ PRQRWKHUDS\ DQG FRPELQDWLR
WUHDWPHQW RI DGYDQFHG VNLQ FDQFHUV KHDG QHFN FDQFHUV QRQ VPDOO FHOO OXQJ F

6%$5 LV DQ LPPXQRVWLPXODWRU\ P51% PL[WXUH GHVLJQHG WR VWLPXODWH ERWK LQQD
PD[LPL]H DQWL WXPRU DFWLYLW\ W LV GHYHORSHG LQ FROODERUDWLRQ ZLWK %LR17HFK §
DVVHVVLQJ WKH VDIHW\ 3. 3' DQG DQWL WXPRU DFWLYLW\ RI 6%$5 DV PRQRWKHUDS\ DQG

6%$5 LV DQ LQKLELWRU RI 6+3 GHVLJQHG WR UHGXFH FHOO JURZWK VLJQDOLQJ WKDW LV
DQG RWKHU W\SHV RI FDQFHUV KDYLQJ VSHFLILF W\SHV Rl JHQHWLF PXWDWLRQV 7KLV FR
OHGLFLQHV ,Q WKH FOLQLFDO GHYHORSPHQW VWUDWHJ\ ZDV PRGLILHG WR IRFXV RQ FF
LQ 'HFHPEHU DQG FRPELQDWLRQ ZLWK DQWL 3" SHPEUROL]XPDE 3KDVH , RQJRLQJ LQ (

6%$5 DQ DQWL &' &' &' WRQYBHFRQD LV FXUUHQWO\ EHLQJ HYDOXDWHG LQ 3KDVH , IR
P\HORPD QRQ +RGJNLQ O\PSKRPD

6%$5 D PRQRFORQDO DQWLERG\ WDUJHWLQJ WKH ,J OLNH WUDQVFULSW A7 UHFHSW
HQWHUHG 3KDVH , LQ IRU WKH WUHDWPHQW RI VROLG WXPRUV

6$5 IRUPHUO\ .LDGLVx .'6 LV DQ RIl WKH VKHOI QDWXUDO NLOOHU 1. FHOO WKHUDS
KHPDWRORJLF DQG VROLG WXPRU FHOO OLQHV LQ YLWUR DQG VKRZLQJ HIILFDF\ LQ YDULR:?
$'&& SRWHQWLDWLQJ DIHQWV 6%5 LV FXUUHQWO\ EHLQJ HYDOXDWHG LQ D 3KDVH , VWXC

6$5 LV D WULVSHFLILF DQWLERG\ FRQVLVWLQJ RI WKUHH GLVWLQFW WDUJHW UHFRJQLW
FHOOV &' RQ 7 FHOOV DQG &' D FR UHFHSWRU IRU 7 FHOO DFWLYDWLRQ UHVSHFWLYH
RI JDVWULF FDQFHU

6%$5 DQ DQWLERG\ GHVLJQHG WR EULQJ D QRYHO PHFKDQLVP RI DFWLRQ E\ HQJDJLQJ
O\HORLG /HXNHPLD $0/ EODVWVYV LV GHYHORSHG ZLWK ,QQDWH 3KDUPD 6%$5 HQWHUHG 3
6%$5 IRUPHUO\ .DGPRQ V .’ Lv DQ bQwL 3'/ ,/ IXVLRQ SURWHLQ WKDW HQWHUHG WK
.DGPRQ LQ 'HFHPEHU WKH SURGXFW LV FXUUHQWO\ EHLQJ HYDOXDWHG LQ 3KDVH , LQ SD

E ,PPXQRORJ\ ,QIODPPDWLRQ

L WHSHNLPDE 6%$5D KXPDQ DQWL ,/ PRQRFORQDO DQWLERG\ GHULYHG IURP RXU DOOLDQF
WUHDWPHQW RI FKURQLF REVWUXFWLYH SXOPRQDU\ GLVHDVH LQ IRUPHU VPRNHUV

6%$5 D VPDOO PROHFXOH DJDLQVW WKH UHFHSWRU LQWHUDFWLQJ VHULQH WKUHRQLQH
'"HQLBHJDQ D 3KDVH ,, VWXG\ LQ IRU WKH WUHDWPHQW RI FXWDQHRXV OXSXV HU\WKHPDW
6%$5 DQ LQKLELWRU RI %YUXWRQxV W\URVLQH NLQDVH WKDW MRLQHG WKH 6DQRIL SRUW
3KDVH ,, IRU WKHDWRSDLW FGHWP IRW L WLV

SLO]JDEUXWLQLE 35 DQ LQKLELWRU RI %UWKDW MRLQHG WKH 6DQRIL SRUWIRBURQIRICARZLC
LQ 7KH GHYHORSPHQW RI ULO]JDEUXWLQLE IRU WKH WUHDWPHQW RI 3HPSKLJXV 9XO0OJL
WKH 3KDVH ,,, 3(*$686 WULDO UHVXOWYV WKRXJK WKH VWXG\ GLG QRW PHHW LWV SULPDU\

UHPDLQHG FRQVLVWHQW ZLWK SUHYLRXV UHVXOWY DQG QR QHZ VDIHW\ VLIJQDOV ZHUH LGH
RWKHU LPPXQRORJLFDO GLVHDVHV ZLWK WZR 3KDVH ,, WULDOV FXUUHQWO\ RQJRLQJ IRU W
UHVSHFWLYHO\ 5LO]DEUXWLQLE LV DOVR EHLQJ HYDOXDWHG IRU WKH WUHDWPHSDWHI LPP
%ORRG 'L 'RUGHUYV

$POLWHOLPDE 6%3RUPHUO\ .\PDExV .< DQ DQWL 2; / PRQRFORQDO DQWLERG\ HQWHUHG
WUHDWPHQW RI DWRSLF GHUPDWLWLYV
6%$5 DQ DQWL & / PRQRFORQDO DQWLERG\ GHYHORSHG LQ FROODERUDWLRQ ZLWK ,PPXC

WKH WUHDWPHQW RI 6MRJUHQxV VIQGURPH DQG 6\VWHPLF OXSXV HU\WWKHPDWRVXV UHVSH
VFOHURVLV WHH NXEFRQRI

6$5 WKH ILUVW RUDO VPDOO PROHFXOH 71)D LQKLELWRU IRU WKH WUHDWPHQW RI LQIOL
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,Q IRXU QHZ PROHFXODU HQWLWLHV GHWHBREGRBORLIW K FTKKH UG 20 RR $EO\Q[ LQ HQWF
wuLDOV IRU WKH WUHDWPHQW RI LPPXQRORJLFDO GLVHDVHV

a 6%5 LV D ELVSHFLILF QDQRERG\ EORFNLQJ ,/ DQG 2; / ZKLFK DUH NH\ GULYHUV LQ \

GHUPDWLWLV

a 6%$5 LV D ELVSHFLILF QDQRERG\ WKDW FRPELQHV EORFNDGH RI 71)D DQG WKH LPPXQH |
a 6%$5 LV D ELVSHFLILF QDQRERG\ WDUJHWLQJ 76/3 DQG ,/

a 6%$5 LV D ELVSHFLILF QDQRERG\ WDUJHWLQJ 71)D DQG ,/ $ NH\ HIIHFWRU F\WRNLQHV
6%$5 Lv DQ ,5%$. GHJUDGHU ZLWK SRWHQWLDO WKHUDSHXWLF DSSOLFDWLRQ DFURVV
6%$5 LV GHYHORSHG LQ FROODERUDWLRQ ZLWK .\PHUD 7KHUDSHXWLFVY DQG HQWHUHG 3KL
6%$5 IRUPHUO\ NQRZQ DV 7+25 D SHJ\ODWHG ,/ GHVLJQHG WR VHOHFWLYHO\ HQJ

HITHFWRU 7 RU 1. FHOOV ZKLFK ZDV DFTXLUHG IURP 6\QWKRU[ HQWHUHG 3KDVH , LQ 2FWREI

F 1HXURORJ\

7TROHEUXWLQLE 8% DQ RUDOO\ DGPLQLVWHUHG %UXWRQxV WA\URVLQH NLQDVH %7. LQKLEL
VSLQDO FRUG E\ FURVVLQJ WKH EORRG EUDLQ EDUULHU DQG LPSDFWLQJ LPPXQH FHOO C

LQYHVWLIJDWHG LQ 3KDVH ,,, VWXGLHV LQ UHODSVLQJ PXOWLSOH VFOHURVLV SULPDU\ S|
SURJUHVVLYH PXOWLSOH VFOHURVLY UHVSHFWLYHO\ ,Q DGGLWLRQ D 3KDVH ,,, VWXG\ ZDV
*UDYLV

6$5 DQ DQWL & / PRQRFORQDO DQENLPREQRCRI\VHFMOB@PBDYLF JRDWIHDO LQ IRU W

WUHDWPHQW RI PXOWLSOH VFOHURVLV

$ 3KDVH ,, VWXG\6BY¥DOXDWLKRIPSOHPHQW & V LQKLELWRU VHH5S®HW A0 R REH ZRIVAR WGEHAME VW R (
LQ LQ SDWLHQWYV ZLWK FKURQLF LQIODPPDWRU\ GHP\HOLQDWLQJ SRO\QHXURSDWK\ &,'3

6%$5 D 5,3. LOQKLELWRU GHYHORSHG LQ FROODERUDWLRQ ZLWK '"HQDOL IRUPHUO\ NQRZC
VFOHURVLV LV EHLQJ LQYHVWLJDWHG LQ 3KDVH ,

G 5DUH 'LVHDVHYV

1H[YLD]YPBYDOJOXFRVLE@DVHDBOURYHG LQ WKH 86% DQG LQ -DSDQ LQ IRU WKH WUHDWP
ROGHU ZLWK ODWH RQVHW 3RPSH GLVHDVH D UDUH GLVHDVH FDXVHG E\ D GHILFLH®F\ RI Wi
D ORQJ WHUP HQJ\PH UHSODFHPHQW WKHUDS\ WDUJHWLQJ WKH PDQQRVH SKRVSKDWH UHF
UHSODFHPHQW WKHUDS\ WR HIIHFWLYHO\ FOHDU JO\FRJHQ EXLOG XS LQ PXVFOH FHOOV 7Kl
VKRZHG FOLQLFDOO\ PHDQLQJIXO LPSURYHPHQWY LQ UHVSLUDWRU\ IXQFEWINRQONVRGEPRDHF

LQYHVWLIJDWHG LQ D 3KDVH ,,, VWXG\ %DE\ &20(7 IRU WKH WUHDWPHQW RI SDWLHQWYV DJHC
3RPSH GLVHDVH
2Q -XO0\ WKH (XURSHDQ OHGLFLQHV $JHQF\ V (0$ &RPPLWWHH IRU OHGLFLQDO 3URGX

RSLQLRQ IRU DYDOJOXFRVLGDVH DOID IRU WKH WUHDWPHQW RI SHRSOH ZLWK 3RPSH GLVFL
TXDOLI\ DV D 1HZ $FWLYH 6XEVWDQFH 1%$6 8SRQ 6DQRILXxVY DSSHDO WKH &+03 UHDIILUPHG
QRW DJUHH ZLWK WKH &+03xV FRQFOXVLRQ RQ 1$6 VWDWXYV DQG LV HYDOXDWLQJ SRWHQWL
7KH &+03 RSLQLRQ GRHV QRW FRQVWLWXWH D ILQDO UHIJXODWRU\ GHFLVLRQ 7KH (XURSHDQ
DQG UHQGHU D IRUPDO GHFLVLRQ ,Q 'HFHPEHU WKH (0$ &RPPLWWHH IRU 2USKDQ OHC
PDLQWDLQ WKH RUSKDQ GUXJ GHVLJQDWLRQ IRU DYDOJOXFRVLGDVH DOID 6DQRIL VWURQJ
DSSURSULDWHO\ UHFRJQL]H VFLHQWLILF LQQRYDWLRQ DQG GRHV QRW WDNH LQWR DFFRX
UHTXHVWLQJ D UH HIDPLQDWLRQ RI WKH &203 2SLQLRQ ZKLFK FDQ EH H[SHFWHG WR GHOD
(XURSH E\ VHYHUDO PRQWKYV

20LSXGDVHVDDQOHQ]\PH UHSODFHPHQW WKHUDS\ WDUJHWLQJ WKH WUHDWPHQW RI QRQ QHX
GHILFLHQF\ $60°' DOVR NQRZQ DV 1LHPDQQ 3LFN % GLVHDVH ,Q EDVHG RQ WKH SRVLW
IRU WKH WUHDWPHQW RI $60' UHVSHFWLYHO\ LQ WKH DGXOW 3KDVH ,, ,,, WULDO $6&(1' DQ
ROLSXGDVH DOID ZDV VXEPLWWHG WR UHIJXODWRU\ DXWKRULWLHV LQ WKH 86% (XURSH DQG

IHQJOXVWDW *EV DQ RUDOO\ DGPLQLVWHUHG EUDLQ SHQHWUDQW JOXFRV\OFHUDPLGH V\QW

FHUDPLGH WR JOXFRV\OFHUDPLGH */ I9IHQIJOXVWDW LV FXUUHQWO\ LQ GHYHORSPHQW IR
6DFKV GLVHDVH DQG 6DQGKRII GLVHDVH )DEU\ GLVHDVH DQG *DXFKHU GLVHDVH W\SH 7K
NLGQH\ GLVHDVH $'3." ZDV KDOWHG LQ -XQH EDVHG RQ WKH SLYRWDO 3KDVH ,, ,,, VWX

VDIHW\ LVVXH ZDV UHSRUWHG DQG VLJQLILFDQW UHGXFWLRQ RI */ ZDV REVHUYHG FRQILL
O\WRVRPDO VWRUDJH GLVHDVHV )DEU\ GLVHDVH *DXFKHU GLVHDVH W\SH DQG *0 JDQJOLF

VWXG\ LQ ODWH RQVHW *0 JDQJOLRVLGRVLV $0(7+,67 LV H[SHFWHG HDUO\ 3RVLWLY
2FWREHU IRU WKH LQLWLDWLRQ RI D 3KDVH ,,, WULDO LQ SDWLHQWV ZLWK )DEU\ GLVHL
RQJRLQJ

6%$5 LV D PHU QRQ FRGLQJ 51%$ PROHFXOH WKDW QHJDWLYHO\ UHJXODWHY JHQHV QHW
ILEURWLF GLVHDVHV LQFOXGLQJ $OSRUW VIQGURPH IRU ZKLFK D 3KDVH ,, WULDO +(5% LV F
6$5 DQ DQWL )*)5 ILEUREODVW JURZWK IDFWRU UHFHSWRU DQWLERG\ )DE IRUPL
DFKRQGURSODVLD LV EHLQJ LQYHVWLJDWHG LQ D 3KDVH , VWXG\

6$5 D KXPDQL]JHG PRQRFORQDO DQWLERG\ WKDW VHOHFWLYHO\ LQKLELWY WKH DFWLYTC
SDWKZD\ RI WKH FRPSOHPHQW V\VWHP HQWHUHG GHYHORSPHQW 3KDVH , LQ IRU WKH W
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H 5DUH %ORRG 'LVRUGHUYV

(QMD\PR VXWLPIRUPHEJO\ NQRZQ IDW BRIPRFORQDO DQWLERG\ WDUJHWLQJ WKH FODVVLFDO F
VHULQH SURWHDVH & V WKHUHE\ LQKLELWLQJ &3 DFWLYLW\ ZKLFK LV DVVRFLDWHG ZLWK
DXWRDQWLERGLHYVY 6XWLPOLPDE LV EHLQJ GHYHORSHG IRU WKH WUHDWPHQW RI KHPRO\VLYV
DQG KDV SUHYLRXVO\ UHFHLYHG %UHDNWKURXJK 7KHUDS\ 'HVLJQDWLRQ %7' DQG 2USKI
2FWREHU WKH )'$ DFFHSWHG WKH UHVXEPLVVLRQ RI WKH %LRORJLFV /LFHQVH $SSOLFDYV
WKH SURGXFW ZDV DSSURYHG LQ )HEUXDU\ DV WKH ILUVW WUHDWPHQW WR GHFUHDVH W
DGXOWV ZLWK &$'

JLWXVLUDQ 6$5V D SURJUDP LQ FROODERUDWLRQ ZLWK $0Q\ODP IRU WKH GHYHORSPHQW RI
DQG % DGXOWVY DGROHVFHQWY DV ZHOO DV SHGLDWULF SURJUDPV ,W XVHV D QRYHO T
OHDGLQJ WR LQFUHDVH LQ WKURPELQ JHQHUDWLRQ )ROORZLQJ WKH UHYLVHG GRVH DQG ¢
LQ 6DQRIL H[SHFWV WKDW JOREDO UHJXODWRU\ VXEPLVVLRQ WLPHOLQHV IRU WKH D
DSSUR[LPDWHO\ PRQWKV WR VXEMHFW WR DOLJQPHQW ZLWK KHDOWK DXWKRULWLHV

(IDQHVRFWRFRJ DOIDGHY,8ORSHG LQ FROODERN®WQR® VALMIBREQDOVYRQ :LOOHEUDQG IDF
IDFWRU 9,,, WKHUDS\ IRU SHRSOH ZLWK KHPRSKLOLD $ GHVLJQHG WR SRWHQWLDOO\ H[WH
ZHHNO\ RU ORQJHU (IDQHVRFWRJRJ DOID UHFHLYHG )DVW 7UDFN 'HVLJQDWLRQ IURP WKH )"
LQ WKH SLYRWDO 3KDVH ,,, VWXG\ (;7(1° LQ SDWLHQWV ZLWK VHYHUH KHPRSKLOLD $ ROG
LGV HYDOXDWLQJ HIDQHVRFWRFRJ DOID LQ SHGLDWULF SDWLHQWV \RXQJHU WKDQ \HDUV

S5LO]JDEUXWLQLE 6$% EHLQJ LQYHVWLIJDWHG LQ D 3KDVH ,,, WULDO /81%$ LQLWLDWHG LC
WKURPERF\WRSHQLD ,73 LQ DGXOWYV DQG DGROHVFHQWY IRU ZKLFK WKH )'$ KDV JUDQWHG

6%$5 LV D KXPDQL]JHG ,J* PRQRFORQDO DQWLERG\ WKDW ELQGV WR DQG LQKLELWV &
FRPSOHPHQW DFWLYLW\ $FWLYDWLRQ RI WKH &3 RI FRPSOHPHQW LV DVVRFLDWHG ZLWK L
DXWRDQWLERGLHYV ,QKLELWLRQ RI DXWRDQWLERG\ PHGLDWHG &3 DFWLYDWLRQ RQ WKH VX
RSVRQLQ GHSRVLWLRQ RQ UHG EORRG FHOOV DQG SURWHFWY WKHP IURP SKDJRF\WRVLV DQ
VXFK DV FROG DJJOXWLQLQ GLVHDVH &$' 6$5 LV FXUUHQWO\ XQGHU HYDOXDWLRQ LQ L
WKH SURGXFW IRU WKH WUHDWPHQW RI LPPXQH WKURPERF\WRSHQLF SXUSXUD ZDV GLVFRQW

| /LQH H[WHQVLRQV

/[LEWD\RHPLSOLPIPRQRFORQDO DQWLERG\ WDUJHWLQJ WKH LPPXQH FKHFNSRLQW UHFHSWRU
DSSURYHG LQ IRU WKH WUHDWPHQW RI PHWDVWDWLF RU ORFDOO\ DGYDQFHG EDVDO FHO
ZLWK DGYDQFHG QRQ VPDOO FHOO OXQJ FDQFHU 16&/& ZKRVH"WXPRLUM KDMRLEWIKR & HY HD
5HJHQHURQ DQG 6DQRIL XQGHU D JOREDO FROODERUDWLRQ DJUHHPHQW

/[LEWDXRV ILOHG IRU ODEHO H[WHQVLRQV ZLWK WKH )'$ DQG KH (0% IRU VHFRQG OLQH WUHDW
DQG 5HIHQHURQ DQQRXQFHG WKH YROXQWDU\ ZLWKGUDZDO RI WKH VXSSOHPHQWDO %LRORJ

$ VXSSOHPHQWDO %LRORJLFV /LFHQVH $SSOLFDWLRQ V%/$ ZDV VXEPLWWHKG PVRRV KWHKID 91§
FRPELQDWLRQ LQ ILUVW"QD@H/ XERL8W WMHEWD R WKH (0$ LQ WKH VDPH LQGLFDWLRQ LQ 'HFHPEL

6DUFOLVUDWX[L®MDPRQRFORQDO DQWLERG\ GHVLJQHG WR VHOHFWLYHO\ ELQG WR &' D F
P\HORPD 00 FDQFHU FHOOV DQG RWKHU KHPDWRORJLFDO PDOLJQDQFLHYV LV PDUNHWHG LQ
WKH WUHDWPHQW RI DGXOWV ZLWK UHODSVHG UHIUDFWRU\ PXOWLSOH P\HORPD 5500 ZzK
OHQDOLGRPLGH DQG D SURWHDVRPH LQKLELWRU

,Q ODUFK WKH )'$ DSSURQHERPEUROMMMIRQ ZLWK FDUILOJRPLE DQG GH[DPHWKDVRQH IRU
5500 ZKR KDYH UHFHLYHG RQH WR WKUHH SZDRUDSBEQRYH3 B\KWKBS\X BREFDQVORPPLVVLRQ L
WUHDWPHQW RI DGXOW SDWLHQWYV ZLWK PXOWLSOH P\HORPD 00 ZKR KDYH UHFHLYHG DW C

UHVXOWV RI WKH ,.(0$ 3KDVH ,,, FOLQLFDO WULDO
6DUFDERQWLQXHY WR EH HYDOXDWHG LQ FRPELQDWLRQ ZLWK FXUUHQW VWDQGDUG DQG QR)
a WKH 3KDVH ,,, ,052= WULDO LV D UDQGRPL]JHG RSHQ ODEHO PXOWLFEH@WAHRP E WXIEW IDRAY V.

ERUWH]RPLE" 9OGIRD®H GRP LG H Q561 GBILPPEWKDVRQH YHUVXV ERUWH]RPLE OHQDOLGRPLGH
ZLWK QHZO\ GLDJQRVHG 00 QRW HOLJLEOH IRU WUDQVSODQW

a WKH 3KDVH ,,, *00* +' WULDO LV D UDQGRPL]JHG RSHQ ODEHO PXOWLFHQW®Y HWR KFELQDWILRG
ZLWK OHQDOLGRPLGH ERUWH]RPLE DQG GH[DPHWKDVRQH IRU LQGXFWLRQ DQG ZLWK
GLDJQRVHG 00 7KLV VWXG\ LV EHLQJ FRQGXFWHG LQ FROODERUDWLRQ ZLWK WKH *HUPDQ

a WKH 3KDVH ,,, ,7+$&$ WULDO LV D UDQGRPL]JHG RSHQ ODEHY FRRBDMWLIFMOQRVHZ LWKXGH QM@
GH[DPHWKDVRQH YHUVXV OHQDOLGRPLGH DQG GH[DPHWKDVRQH LQ SDWLHQWYV ZLWK KLJK

a 3KDVH , VWXGLHV DUH RQJRLGQILY R HX FRPEW @ DDLU ZD WK HPHUJLQJ QRYHO PHFKDQLV
5500 RU LQ QHZO\ GLDJQRVHG 00 SDWLHQWYV

6DUFDLVDDOVR XQGHU LQYHVWLIJDWLRQ LQ VHYHUDO HDUO\ SKDVH VWXGLHV IRU WKH WUHD
LQGLFDWLRQV

a D UHJLVWUDWLRQDO 3KDVH ,, VWXG\ DVVHVVLQJ WKH DQWLWXPRU DFWLYLW\ VDIHW\
FKHPRWKHUDS\ LQ SHGLDWULF SDWLHQWY ZLWK UHODSVHG UHIUDFWRU\ % RU 7 DFXWH O
VHFRQG UHODSVH DQG

a D 3KDVH ,, VWXG\ HYDOXDWLQJ WKH VDIHW\ SKDUPDFRNLQHWLFV DQG HIILFDF\ RI VXEFX
KHPRO\WLF DQHPLD Z$L+$
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'XSLIHQWXSLOXPD@ LQWHUOHXNLQ UHFHSWRU DOSKD DQWDJRQLVW LV D KXPDQ PRQRFOR(

WKH ,/ 5D VXEXQLW DQG LQKLELWYVY ,/ "DIQ/GEHLQYIMRDDW QY GHBSHHRBMG ZLWK 5HIHQHURQ L

a DWRSLF GHUWRMWISWRWG XFW ZDV DSSURYHG LQ &KLQD LQ 6HSWHPEHU IRU DGROHVFHQW'
DWRSLF GHUPDWLWLYV )XUWKHU WR WKH SRVLWLYH UHRXOW\H RV WHDKRV BHQRWBIO FWIUQ G O HK
WR \HDUV ZLWK PRGHUDWH WR VHYHUH DWRSLF GHUPDWLWLY WKH SURGXFW ZDV VXEPLYV

a DVWKP®RSL[H@BWV DSSURYHG LQ WKH 86 LQ 2FWREHU IRU WKH SHGLDWULF SRSXODWLRQ

a HRVLQRSKLOLF HWRSKDNHWIOIWY RI WKH 3KDVH ,,, FOLQLFDO WHIRJWDP 0G0 SKHD WPYIDAHDXOM
SURGXHWWQWHQG WR VXEPLW WKLV SURGXFW WR WKH )'$ IRU WKLV LQGLFDWLRQ LQ WKH IL

a DGMXQFW WR LPPXDFRWRRUMRS\FRQFHSW VWXG\ "WIRV HY® OXAIMXH) FWS W RQWPPXQRWKHUDS\ S
RQJRLQJ

a PXOWLSOH 3KDVH ,,, VWXGLHV LQ WKH IROORZLQJ LQGLFDWLRQV ZHUH RQJRLQJ LQ

O FKURQLF REVWUXFWLYH SXOPRQDU\ GLVHDVH

O FKURQLF VSRQWDQHRXV XUWLFDULD

O SUXULJR QRGXODULV

O FKURQLF UKLQRVLQXVLWLV ZLWKRXW QDVDO SRO\SV
O EXOORXV SHPSKLJRLG

O FKURQLF LQGXFLEOH FROG XUWLFDULD DQG

O DOOHUJLF IXQJDO UKLQRVLQXVLWLYV
.HY]DUDVDULOXIPOB® PRQRFORQDO DQWLERG\ DJDLQVW WKH ,QWHUOHXNLQ 5HFHSWRU GHU

DOUHDG\ PDUNHWHG LQ WKH WUHDWPHQW RI PRGHUDWH WR VHYHUH UKHXPDWRLG DUW
SLYRWDO 3KDVH ,,E VWXG\ LQ SHGLDWULF SRSXODWLRQV IRU WZR LQGLFDWLRQV SRO\DUWL
DUWKULWLYV

$XEDJLRVHULIOXQPRLGRPXQRPRGXODWRU\ DJHQW ZLWK DQWL LQIODPPDWRU\ SURSHUWLHV

PLWRFKRQGULDO HQJ]\PH GLK\GURRURWDWH GHK\GURJHQDVH '+2 '+ DOUHDG\ PDUNHWHG
VFOHURVLY DQG UHODSVLQJ UHPLWWLQJ PXOWLSOH VFOHURVLY ZDV DSSURYHG LQ WKH (XL
DJHG WR \HDUV

&HUGHOHDLIJOXMVBRWHQW KLJKO\ VSHFLILF FHUDPLGH DQDORJ LQKLELWRU RI */ V\QWKHVL

LQ DGXOW SDWLHQWYV LV FXUUHQWO\ LQ 3KDVH ,,, IRU WKH WU HDMHP PbQ W OPIL ©D B KRR B DG-LHH/
SURGXFWYV

% O9DFFLQHYV

7KH 9DFFLQHV 5 ' SRUWIROLR LQFOXGHYV SURMHFWY LQ DGYDQFHG GHYHORSPHQW LQFOX
WKH WDEOH EHORZ 7KH SRUWIROLR LQFOXGHYV IRXU SURMHFWYV IRU QRYHO WDUJHWYV DQG V
LQ DUH GHVFULEHG EHORZ

JRU VWUDWHILF UHDVRQV 6DQRIL 3DVWHXU KDV GHFLGHG WR WHUPLQDWH WKH GHYHORSPH

3KDVH , 3KDVH ,, 3KDVH ,,, 5HILVWUDWLRQ

1LUVHYLPDE PS$E 6 KD '723 +HS% 3ROLR +L
3DVVLYH SUHYHQWLRQ RHGH DWW IFWKRH[DYDOHQW
v

VIQF\WLDO YLUXV LQIHFWLRQV LQ DOO LQIDQW

E
YDFFLQL

YDOHQW 3QHXPR &RangmwamlmFFLQHH
3&9 P3UHYHQWLRQ RI $g D F';HG JHOHU '[RQ HQLQJRFRFFDO
6

<:
SQHXPRFRFFDO GLVHDV HNV ROGHU

,_
NO
Irv

5HVSLUDWRU\ 6\QF\WLE 959
YDFFLQH 3K, ,, 3XULILHG YHUR UDELHV YDFFLQH

3UHYHQWLRQ RI 569 LQ
WRGGOHUV DJHG PRQ'

9HUR <HOORZ )HYHU YDRFRIQH YHFRPELQDQW DGMXYDQWHG
YDFFLQH 3KDVH , ,,
BUHYHQWLRQ RI QRYHO &RURQDYLUXV

YOX]RQIHO +' 4XDGULYDOHQW )
LQDFWLYDWHG LQIOXHQ]D YDFFLQH O
+LJK GRVH IRU SHGLDWULF XVH

OHQLQJRFRFFDO % 9DFFLQH
BUHYHQWLRQ RI LQYDVLYH GLVHDVH
FDXVHG 1 OHQLQJLWLGLY 6HURJURXS %

D 3DUWQHUHG DQG RU LQ FROODERUDWLRQ 6DQRIL PD\ KDYH OLPLWHG RU VKDUHG ULJKWV WR VRPH RI
E +LE +HPRSKLOXV LQIOXHQ]DH W\SH E
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(QKDQFHPHQWYV RI H[LVWLQJ YDFFLQHYV

JOX]R'QHK,9 +' LV D KLJKHU GRVH TXDGULYDOHQW LQIOXHQ]D YDFFLQH OLFHQVHG LQ WKH 86 I
UHVSRQG DV ZHOO WR VWDQGDUG GRVH LQIOXHQ]D YDFFLQHYVY GXH WR DJLQJ RI WKH LPPXQH
WR HYDOXDWH VDIHW\ DQG HIILFDF\ LQ WKH SHGLDWULF SRSXODWLRQ

6KD® LV D FRVW HIIHFWLYH DOO LQ RQH OLTXLG KH[DYDOHQW FRPELQDWLRQ YDFFLQH EI
:+2 SUH TXDOLILFDWLRQ ,W FRPSULVHV GHWRJ[LILHG ZKROH FHOO SHUWXVVLV DV ZHOO D
W\SH E 353 7 LQDFWLYDWHG SROLRYLUXV W\SHV DQG DQG KHSDWLWLV % YLUXV FRP!
UHJXODWRU\ DSSURYD®GIROBRINVXEPLWWHG WKH ILOH IRU :+2 SUH TXDOLILFDWLRQ

OHQA4XDGIGDQRIL 3DVWHXUxV OHQ $&<: 77 YDFFLQH LV RXU ODWHVW DGYDQFH LQ PHQLQJI
GHVLJQHG WR KHOS SURWHFW DQ H[SDQGHG SDWLHQW JURXS LQFOXGLQJ"LIO/DIAWM D@\G [
OLFHQVHG LQ WKH 86 IRU SHRSOH DJHG \HDUV DQG RYHU DQG LQ (XURSH DQG VHYHUDO
$GGLWLRQDO 3KDVH ,,, WULDOV DUH RQJRLQJ WR HYDOXDWH LPPXQRJHQLFLW\ DQG VDIHW\
ZDV VXEPLWWHG WR WKH :+2 IRU SUH TRD GIHREDWLRIH&| 0RQOXXK3IDQG ROGHU ,Q"6HSWHPE
GRVVLHU ZDV VXEPLWWHG LQ -DSDQ ODUNHWLQJ DSSURYDO LV SHQGLQJ LQ QXPHURXV RWKH!

OHQLQJRFRFFDO *URXS7RLVOMRF%LQH FDQGLGDWH LV LQWHQGHG WR SURYLGH DFWLYH LPPX
GLVHDVH FDXMH/G/ YLD PHOHQRIWRXGE W OHQ % IRU DOO DJH JURXSV WDUJHWLQJ LQFUHDVE
WROHUDELOLW\ FRPSDUHG WR FXUUHQWO\ PDUNHWHG OHQ % SUR 3XBW®\ $WKIH/ I H Y H @RISR
VWXGLHV DUH XQGHU ZD\ WR FRPELQH WKH IRXU PHQLQJRFRERMIO OWDU RJWRXE G YWDHIFUHH B HSH/
PHQLQJRFRFFDO YDFFLQH FDQGLGDWH

5DELHV 9DFSLQH[W JHQHUDWLRQ SXULILHG KXPDQ UDELHV YDFFLQH 959J LV XQGHU GF
6DQRIL 3DVWHXUxV FXUUHQWO\ FRPPHUFLDIALHG DQE'LHMYRDIBEQ EHV F XPRWOUHG RQ 9HUR FHC
RI DQLPDO RU KXPDQ PDWHULDO 959J LV FXUUHQWO\ LQ 3KDVH ,,, WULDOV LQ RUGHU WR VX

9HUR <HOORZ )HYHU FKFBRGIEBAAWAHY D QH[W JHQHUDWLRQ IUHH]H GULHG OLYH DWWHQXDW!
FHOO OLQH IRU VXEFXWDQHRXV DQG LQWUD PXVFXODU DGPLQLVWUDWLRQ LQ SHRSOH DJHG
DQG <) 9%LWK D VLQJOH SURGXFW ,Q -DQXDU\ WKH ILUVW 3KDVH , ,, WULDO ZDV LQLWLI
RI WKLV \HOORZ IHYHU YDFFLQH FDQGLGDWH

I1RYHO WDUJHWYV

1LUVHYLIPOP PRQRFORQDO DQWLERG\ HQJLQHHUHG WR KDYH D ORQJ KDOI OLIH VR WKDW RC
VIQF\WLDO YLUXV 569 VHDVRQ WR SURYLGH SDVVLYH LPPXQLW\ DQG SUHYHQW 569 LQIHFW
ULVN LQIDQWV IRU WKHLU ILUVW DQG VHFRQG 569 VHDVRQV 6DQRIL 3DVWHXU KDV DQ DJl
QLUVHYLPDE 3RVLWLYH SULPDU\ DQDO\VLV RI WKH 3KDVH ,,E WULDO SXEOLVKHG LQ WKH 1|
WKH VDIHW\ DQG HIILFDF\ RI QLUVHYLPDE 7KH 3KDVH ,,, 0(/2'< VWXG\ LQLWLDWHG LQ [
PHGLFDOO\ DWWHQGHG 569 ORZHU UHVSLUDWRU\ WUDFW LQIHFWLRQ LQ KHDOWK\ IXOO WH
FRQGXFWHG LQ SUHWHUP LQIDQWY DQG LQIDQWV ZLWK FKURQLF OXQJ GLVHDVH RU FR
SKDUPDFRNLQHWLFV ZKHQ FRPSDUHG WR VWDQGDUG RI FDUH 5HJXODWRU\ VXEPLVVLRQV D
WUDFN GHVLJQDWLRQ IURP WKH )'$ LQ DQG )'$ UHDNWKURXJK 7KHUDS\ GHVLJQDWLRQ 1
E\ WKH (0$ LQ )HEUXDU\ ,W KDV EHHQ VHOHFWHG E\ WKH -DSDQHVH $JHQF\ IRU OHGL
PHGLFLQH DQG UHFHLYHG EUHDNWKURXJK WKHUDS\ GHVLIJQDWLRQ LQ &KLQD LQ -DQXD!
LQ 1RYHPE 41U

569 WRGGOHU $DRRUDMDVWHXU KDV D &RRSHUDWLYH 5HVHDUFK DQG 'HYHORSPHQW $JUHHPI
RI +HDOWK 1,+ WR GHYHORS D OLYH DWWHQXDWHG 569 YDFFLQH IRU LPPXQL]DWLRQ RI LQI
VWXG\ LQ WKH 86 LQ 6HSWHPEHU 7KLY WULDO LV HYDOXDWLQJ WKH VDIHW\ DQG HIIHFW
LQIDQWY WKH JRDO EHLQJ WR H[WHQG WKH LPPXQLW\ RITHUHG E\ QLUVHYLPDE WR DGGLWLR

BQHXPRFRFFDO &RQMXJDWH ODFRULOQADBWHXU LV FROODERUDWLQJ ZLWK 6. &KHPLFDOV 6R>
SQHXPRFRFFDO FRQMXJDWH YDFFLQH WKDW ZLOO SURYLGH H[SDQGHG SURWHFWLRQ DJDLQV
GLITHUHQW DJH JURXSV 7KLV YDFFLQH HQWHUHG 3KDVH ,, LQ 0D\ 3KDVH ,, VWXGLHV LQ

5HFRPELQDQW DGMXYDQWHG &29,' WHREVWLQBFFDQIGLRDIQMHGDWH LV SURGXFHG LQ WKH EDF
6) FHOOV DQG LV LQWHQGHG IRU XVH LQ DFWLYH LPPXQL]DWLRQ IRU WKH SUHYHQWLRQ
FDQGLGDWH LV EHLQJ GHYHORSHG LQ SDUWQHUVKLS ZLWK *OD[R6PLWK.OLQH *6. DV LW XV

SURJUDP HQWHUHG WKH 6DQRIL 3DVWHXU SRUWIROLR LQ ODUFK DQG HQWHUHG 3KDVH , ,
ZLWK DQ LPSURYHG DQWLJHQ IRUPXODWLRQ LQ )HEUXDU\ ZLWK VXSSRUW IURP WKH 8¢
$XWKRULW\ %$5'$ $ 3KDVH ,,, WULDO VWDUWHG LQ WKH VHFRQG TXDUWHU RI WR GHP
ELYDOHQW YDFFLQH IRUPXODWLRQV 7KH FRQWLQXHG HPHUJHQFH RI QHZ YDULDQWV RI FRQ|
ZRUOGZLGH QHHG IRU ERRVWHU YDFFLQDWLRQV LQ SDUDOOHO ZLWK WKH 3KDVH ,,, HIILFDF
HYDOXDWH WKH YDFFLQH DV D KHWHURORJRXV ERRVWHU IRU SHRSOH LQLWLDOO\ YDFFLQDYV
"HFHPEHU SRVLWLYH SUHOLPLQDU\ ERRVWHU GDWD ZHUH FRPPXQLFDWHG VKRZLQJ WKD

YDFFLQHY UHFHLYHG P51% RU DGHQRYLUXV ZLWK D JRRG VDIHW\ DQG LPPXQRJHQLFLW\ S
DXWKRULWLHY DIWHU WKH 3KDVH ,,, UHVXOWYV

% 5" ([SHQGLWXUHY IRU ODWH VWDJH GHYHORSPHQW

([SHQGLWXUHYVY RQ UHVHDUFK DQG GHYHPIRG®PBRQW DPRRDOVHR YW RERPSULVLQPLOOLRQ LQ WK}
SKDUPDFHXWLFDOV WHIPHIRQY LQ WKH &RQVXPHU +HPOWEERQH YHNRH QW FFLQH W L\HIIPRI@ W
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DOORFDWHG WR U2WKHUU UHSUHVHQWLQJ WKH 5 ' VXSSRUW IXQFWLRQ 5HVHDUFKRIDQG GHY
RXU QHW VDOHRRDUHG ZLWK DSSURJLPDWHO\

7KH LQFUHDVH LQ 5 ' H[SH ZDV PDLQO\ GXH WR DGGLWLRQDO LQYHVWPHQWY LQ ,PPXQROR
HITRUWY FRQWLQXH 3UHFOLQLFDO UHVHDUFK H[SHQGLWXUHV LQ WKH 3 FRPSDUHGLED®YX

PLOOLRQ LQ 7KLV UHGXFWLRQ PDLQO\ UHODWHYV WR WKH WHUPLQDWLRQ RI WKH L
&OLQLFDO GHYHORSPHQW H[SHQGLWXUH LQ WKH P L &@OA\RL F DWW K HV A D MHRQW WD PRRIX Q/\W H\G
3KDVH ,,, DQG SRVW PDUNHWLQJ VWXGLHV UHIOHFWLQJ WKH FRVW RI PRQLWRULQJ ODUJH V

% ODUNHWYV

$ EUHDNGRZQ RI UHYHQXHV E\ EXVLQHVV VHIJPHQW DQG PWQIHREDQSKHL ARRQEGHDMRQRWRY \
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLY DQQXDO UHSRUW

7KH IROORZLQJ PDUNHW VKDUHV DQG UDQNLQJ LQIRUPDWLRQ DUH EDVHG RQ FRQVROLGDWH
LQ FRQVWDQW HXURV RQ D 6HSWHPEHU 0$7 ORYLQJ $QQXDO 7RWDO EDVLV 7KH GDWD D
E\ YDULRXV RWKHU FRXQWU\ VSHFLILF VRXUFHV LQFOXGLQJ .QREORFK OH[LFR *(56 )UDQFF

% ODUNHWLQJ DQG GLVWULEXWLRQ

‘H KDYH EXVLQHVV RSHUDWLRQV LQ DSSUR[LPDWHO\ FRXQWU B RGWRHM B \5 UR € X HWN GRYZ
RXU DJJUHJDWH QHW VDOHV E\ JHRJUDSKLFDO UHJLRQ LV SUHVHQWHG LQ U,WHP 2SHUD\
2SHUDWLRQV O <HMBDRHREBHG &RPSDUHG ZLWK <HBFUPEHWHG U 6DQRIL LV WKH HLJKWK
SKDUPDFHXWLFDO FRPSDQ\ JOREDOO\ E\ VDOHV 2XU PDLQ PDUNHWY LQ WHUPV RI QHW VDOF

a 8QLWHG 6WDWHV ZH UDQN WZHOIWK ZLWK D PDUNHW VKDUH RI

a (XURSH ZH DUH WKH IRXUWK ODUJHVW SKDUPDFHXWLFDO FRPSDQ\ LQ )UDQFH ZKHUH R:
*HUPDQ\ ZLWK D PDUNHW VKDUH DQG

a RWKHU FRXQWULHYVY ZH DUH UDQNHG QLQHWHHQWK LQ -DSDQ ZLWK D PDUNHW VKDUH RI

$OWKRXJK VSHFLILF GLVWULEXWLRQ SDWWHUQV YDU\ E\ FRXQWU\ ZH VHOO SUHVFULSWLRQ
FKDLQ UHWDLO GUXJ RXWOHWYV KRVSLWDOV FOLQLFV PDQDJHG FDUH RUJDQL]DWLRQV DQG
GLUHFWO\ WR SK\VLFLDQV :LWK WKH H[FHSWLRQ RI &RQVXPHU +HDOWKFDUH SURGXFWV RX
XSRQ SUHVHQWDWLRQ RI D GRFWRUxXV SUHVFULSWLRQ 2XU &RQVXPHU +HDOWKFDUH SURGXF
LV D JURZLQJ WUHQG LQ FRQVXPHU EHKDYLRU 2XU YDFFLQHV DUH VROG DQG GLVWULE
SKDUPDFLHV KRVSLWDOV SULYDWH FRPSDQLHV DQG GLVWULEXWRUV LQ WKH SULYDWH

RUJDQL]DWLRQV LQ WKH SXEOLF DQG LQWHUQDWLRQDO GRQRU PDUNHWYV

'H XVH D UDQJH RI FKDQQHOV IURP LQ SHUVRQ WR GLJLWDO WR GLVVHPLQDWH LQIRUPDW
SURIHVVLRQDOV HQVXULQJ WKDW WKH FKDQQHOV QRW RQO\ FRYHU RXU ODWHVW WKHUDSH
ZKLFK VDWLVI\ SDWLHQW QHHGV LQ VRPH WKHUDS\ DUHDV :H UHJXODUO\ H[KLELW DW PDMR|
PDUNHWHG GLUHFWO\ WR SDWLHQWYV E\ ZD\ Rl WHOHYLVLRQ UDGLR QHZVSDSHUV DQG PDJL
HGXFDWLRQ DQG SUHYHQWLRQ FDPSDLJQV FDQ EH XVHG WR LPSURYH SDWLHQWVx NQRZOHG,

2XU VDOHVY UHSUHVHQWDWLYHVY ZKR ZRUN FORVHO\ ZLWK KHDOWKFDUH SURIHVVLRQDOV X\
GUXJV 7KH\ UHSUHVHQW RXU YDOXHV RQ D GD\ WR GD\ EDVLY DQG DUH UHTXLUHG WR DGKHI
UHFHLYH WUDLQLQJ

$OWKRXJK ZH PDUNHW PRVW Rl RXU SURGXFWV WKURXJK RXU RZQ VDOHV IRUFHV ZH KDYH
SURPRWH FR PDUNHW FHUWDLQ SURGXFWV LQ VSHFLILF JHRJUDSKLFDO DUHDV 2XU PDMRU
5HYLHZ DQG 3URVSHFWV O )LQDQFLDO 3UHVHQWDWLRQ RI $OOLDQFHV U 6HH DOVR U,WHP

SDUWLHV IRU WKH GLVFRYHU\ PDQXIDFWXUH DQG PDUNHWLQJ RI VRPH RI RXU SURGXFWYV 0

% &RPSHWLWLRQ

7KH SKDUPDFHXWLFDO LQGXVWU\ FRQWLQXHV WR H[SHULHQFH VLJQLILFDQW FKDQJHV LQ LW
7KHUH DUH IRXU W\SHV RI FRPSHWLWLRQ LQ WKH SUHVFULSWLRQ SKDUPDFHXWLFDO PDUNHMW
a FRPSHWLWLRQ EHWZHHQ SKDUPDFHXWLFDO FRPSDQLHV WR UHVHDUFK DQG GHYHORS QHZ
a FRPSHWLWLRQ EHWZHHQ GLIIHUHQW SDWHQWHG SKDUPDFHXWLFDO SURGXFWY PDUNHWHG

a FRPSHWLWLRQ EHWZHHQ RULJLQDO DQG JHQHULF SURGXFWV RU EHWZHHQ RULJLQDO ELF
H[FOXVLYLW\ RU SDWHQW SURWHFWLRQ DQG

a FRPSHWLWLRQ EHWZHHQ JHQHULF RU ELRVLPLODU SURGXFWYV

*HQHULFV PDQXIDFWXUHUV ZKR KDYH UHFHLYHG DOO QHFHVVDU\ UHJXODWRU\ DSSURYDOV
EHIRUH WKH SDWHQW H[SLU\ GDWH HYHQ LQ FDVHV ZKHUH WKH RZQHU RI WKH RULJLQDO SU
DJDLQVW WKH JHQHULFV PDQXIDFWXUHU 6XFK ODXQFKHV DUH VDLG WR EH UDW ULVNU IR/
UHTXLUHG WR SD\ GDPDJHV WR WKH RZQHU Rl WKH RULJLQDO SURGXFW LQ WKH FRQWH[W R
DOVR VLIQLILFDQWO\ LPSDLU WKH SURILWDELOLW\ RI WKH SKDUPDFHXWLFDO FRPSDQ\ ZKR VI
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'UXJ PDQXIDFWXUHUV DOVR IDFH FRPSHWLWLRQ WKURXJK SDUDOOHO WUDGLQJ DOVR NQRZC
XQGHU WKH VDPH EUDQG QDPH DV LQ D GRPHVWLF PDUNHW DUH LPSRUWHG LQWR WKDW GR
UHVL]H WKH RULJLQDO SURGXFW RU VHOO LW WKURXJK DOWHUQDWLYH FKDQQHOV VXFK DV
WR WKH (8 ZKHUH VXFK SUDFWLFHVY KDYH EHHQ HQFRXUDJHG E\ WKH FXUUHQW UHJXODWRU
GLIITHUHQWLDOV EHWZHHQ PDUNHWY DULVLQJ IURP IDFWRUV LQFOXGLQJ VDOHV FRVWV PDU|
RU QDWLRQDO UHJXODWLRQ RI SULFHV

J)LOQDOO\ SKDUPDFHXWLFDO FRPSDQLHV IDFH LOOHJDO FRPSHWLWLRQ IURP IDOVLILHG GU
IRU Rl WKH PDUNHW ZRUOGZLGH ULVLQJ WR LQ VRPH FRXQWULHV $00 WKHUDSHXWLF
PDUNHWV ZKHUH SRZHUIXO UHJXODWRU\ FRQWUROV DUH LQ SODFH IDOVLILHG GUXJV DUH H'

7KH VDPH W\SHV RI FRPSHWLWLRQ DSSO\ LQ &RQVXPHU +HDOWKFDUH H[FHSW WKDW LQ WKL
ODEHOV DQG VWRUH EUDQGYV

,Q 9DFFLQHV WKHUH DUH WZR W\SHV RI FRPSHWLWLRQ
a FRPSHWLWLRQ EHWZHHQ YDFFLQH FRPSDQLHVY WR UHVHDUFK DQG GHYHORS QHZ SDWHQWH
a FRPSHWLWLRQ EHWZHHQ GLIIHUHQW SDWHQWHG RU QRQ SDWHQWHG YDFFLQH SURGXFWYV

*HQHULFV DQG ELRVLPLODUY DUH QRW DQ LVVXH LQ YDFFLQHVY DW SUHVHQW VLQFH YDFFLQ
VWUDLQV $V ZLWK SKDUPDFHXWLFDO GUXJV YDFFLQH PDQXIDFWXUHUV FDQ IDFH FRPSHWL
SUDFWLFHV LV OLPLWHG E\ WKH QHHG IRU FROG FKDLQ GLVWULEXWLRQ RI YDFFLQHV DQG
SKDUPDFLHV RU GLVSHQVLQJ SK\VLFLDQV

% 5HIXODWRU\ IUDPHZRUN

7KH SKDUPDFHXWLFDO DQG KHDOWK UHODWHG ELRWHFKQRORJ\ VHFWRUV DUH KLJKO\ UF
DGPLQLVWHU D YDVW DUUD\ RI OHJDO DQG UHJXODWRU\ UHTXLUHPHQWY WKDW GLFWDWH SU
DQG HIILFDF\ RI D QHZ PHGLFDO SURGXFW 7KHVH DXWKRULWLHV DOVR UHJXODWH SURGX
PDUNHWLQJ DV ZHOO DV PDQGDWRU\ SRVW DSSURYDO UHTXLUHPHQWY DQG FRPPLWPHQWYV

7KH VXEPLVVLRQ RI DQ DSSOLFDWLRQ WR D UHJXODWRU\ DXWKRULW\ GRHVY QRW JXDUDQWH€F
EH DSSURYHG )XUWKHUPRUH HDFK UHJXODWRU\ DXWKRULW\ PD\ LPSRVH LWV RZQ UHTXI
DSSOLFDWLRQ UHYLHZ ,W PD\ UHIXVH WR JUDQW DSSURYDO RU UHTXLUH DGGLWLRQDO GDW
DOUHDG\ EHHQ DSSURYHG LQ RWKHU FRXQWULHVY 5HJXODWRU\ DXWKRULWLHY DOVR KDY
ZLWKGUDZDOV DQG WR LPSRVH SHQDOWLHYV IRU YLRODWLRQV RI UHIJXODWLRQV

BURGXFW UHYLHZ DQG DSSURYDO FDQ YDU\ IURP VL[ PRQWKYV RU OHVV WR VHYHUDO \HDUV
WKH FRXQWU\ DQG UHIJXODWRU\ MXULVGLFWLRQ )DFWRUV VXFK DV WKH TXDOLW\ RI GDWD L
DQG WKH FRQGLWLRQ WR EH WUHDWHG SOD\ D PDMRU UROH LQ WKH OHQJWK RI WLPH D SUR

,Q WKHWKHUH DUH WKUHH PDLQ SURFHGXUHV IRU DSSO\LQJ IRU PDUNHWLQJ DXWKRUL]JDWLR

a WKH FHQWUDOL]HG SURFHGXUH LV PDQGDWRU\ IRU GUXJV GHULYHG IURP ELRWHFKQROR:
WUHDW +,9 YLUDO GLVHDVHV FDQFHU QHXURGHJHQHUDWLYH GLVHDVHV GLDEHWHYV DQ
SURGXFWV IRU YHWHULQDU\ XVH :KHQ DQ DSSOLFDWLRQ IRU KXPDQ XVH LV VXEPLWWHG \
FDUULHG RXW E\ WKH &RPPLWWHH IRU OHGLFLQDO 3URGXFWV IRU +XPDQ 8VH &+03 DQG D
WKH (XURSHDQ &RPPLVVLRQ ZKLFK DGRSWV WKH ILQDO GHFLVLRQ DQG JUDQWY DQ (8 PD!I
LV YDOLG WKURXJKRXW WKH (8 DQG WKH GUXJ PD\ EH PDUNHWHG ZLWKLQ DOO (8 OHPEHU

a Ll DFRPSDQ\ LV VHHNLQJ D QDWLRQDO PDUNHWLQJ DXWKRUL]DWLRQ LQ PRUH WKDQ RQH
WKH JUDQWLQJ RI KDUPRQL]JHG QDWLRQDO DXWKRUL]DWLRQV DFURVV OHPEHU 6WDWHYV
SURFHGXUH %RWK SURFHGXUHV DUH EDVHG RQ WKH UHFRJQLWLRQ E\ QDWLRQDO FRPSH
UHJXODWRU\ DXWKRULW\ RI RQH OHPEHU 6WDWH

a QDWLRQDO DXWKRUL]JDWLRQV DUH VWLOO SRVVLEOH EXW DUH RQO\ IRU SURGXFWV LQWH
OLQH HIWHQVLRQV WR H[LVWLQJ QDWLRQDO SURGXFW OLFHQVHYV

,Q WKH Y®FFLQHY DUH WUHDWHG DV SKDUPDFHXWLFDO SURGXFWYV DQG WKHUHIRUH KDYH W
SURFHGXUHV GHVFULEHG DERYH

*HQHULF SURGXFWYVY DUH VXEMHFW WR WKH VDPH PDUNHWLQJ DXWKRUL]JDWLRQ SURFHGXUH\
VXEVWDQFH DV D UHIHUHQFH SURGXFW DSSURYHG LQ WKH (8 *HQHULF DSSOLFDWLRQV DU
TXDOLW\ GDWD DQG GHPRQVWUDWH WKDW WKH JHQHULF GUXJ LV UELRHTXLYDOHQWU WR W
SDWLHQWxV ERG\ EXW GR QRW QHHG WR VXEPLW VDIHW\ RU HIILFDF\ GDWD VLQFH UHJXODYV

$QRWKHU UHOHYDQW DVSHFW LQ WKH (8 UHJXODWRU\ IUDPHZRUN LV WKH UVXQVHW FODXVH
LI LW LV QRW IROORZHG E\ PDUNHWLQJ ZLWKLQ WKUHH \HDUV RU LI PDUNHWLQJ LV LQWHUU

,Q WKHBSSOLFDWLRQV IRU SKDUPDFHXWLFDO DSSURYDO DQG ELRORJLFDO SURGXFW OLFHQ!
UHIJXODWRU\ MXULVGLFWLRQ RYHU DOO SKDUPDFHXWLFDO DQG ELRORJLFDO SURGXFWV WKD
D SURGXFW LQ WKH 86 D QHZ GUXJ DSSOLFDWLRQ 1'$ XQGHU WKH )RRG 'UXJ DQG &l
$SSOLFDWLRQ %/$ XQGHU WKH 3XEOLF +HDOWK 6HUYLFH 3+6 $FW PXVW EH VXEPLWWHG \
WKH )'$ PXVW GHFLGH ZKHWKHU WKH SURGXFW LV VDIH DQG HIIHFWLYH IRU LWV SURSRVH
ZKHWKHU WKH SURGXFW ODEHOLQJ LV DGHTXDWH DQG LI WKH PDQXIDFWXULQJ RI WKH S
DGHTXDWH WR SUHVHUYH WKH SURGXFW V LGHQWLW\ VWUHQJWK TXDOLW\ DQG SXULW\ ¢
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FRPPLWPHQWY DQG UHTXLUHPHQWY &KDQJHV WR DQ DSSURYHG SURGXFW LQFOXGLQJ EXW
VXSSOHPHQWDO 1'$ V1'$ IRU D GUXJ RU D VXSSOHPHQWDO %/$ V%/$ IRU D ELRORJLFDO SU

6SRQVRUV ZLVKLQJ WR PDUNHW D JHQHULF GUXJ FDQ ILOH DQ $EEUHYLDWHG 1'$ $1'$ XC
DUH UDEEUHYLDWHGU EHFDXVH WKH\ DUH JHQHUDOO\ QRW UHTXLUHG WR LQFOXGH GDWD W
WKHLU SURGXFW LV ELRHTXLYDOHQW L H SHUIRUPV LQ KXPDQV LQ WKH VDPH PDQQHU
&RQVHTXHQWO\ WKH OHQJWK RI WLPH DQG FRVW UHTXLUHG IRU GHYHORSPHQW RI JHQHULF)\
$1'$ SDWKZD\ LQ WKH 86 FDQ RQO\ EH XVHG IRU JHQHULFV RI GUXJV WKDW FDQ EH UHIHUHQF

7KH )' & $FW SURYLGHY DQRWKHU RSWLRQ IRU 1'$ SURGXFW DSSURYDO YLD WKH E SDW
RI LQYHVWLIJDWLRQV RI VDIHW\ DQG HIIHFWLYHQHVV EXW DW OHDVW VRPH RI WKH LQIRUPD)
E\ RU IRU WKH DSSOLFDQW DQG IRU ZKLFK WKH DSSOLFDQW KDV QRW REWDLQHG D ULJKW
DSSOLFDQW PD\ VHHN WR UHHDUYOR® UOL'WHUDRWXQH RRI VDIHW\ DQG HIIHFWLYHQHVV IRU D
WKH 3+6 $FW WKHUH LV DQ DEEUHYLDWHG OLFHQVXUH SDWKZD\ IRU ELRORJLFDO SURGXF\
PHDQLQJIXO GLIIHUHQFHVY RU LQWHUFKDQJHDEOH ZLWK DQ )'$ OLFHQVHG UHIHUHQFH %/$ SU

,Q -DSDWKH HQWLUH SURFHVV RI DSSURYDO UHYLHZ IURP UHYLHZ UHODWHG LQVSHFWLRQV
DSSURYHG E\ WKH OLQLVWU\ RI +HDOWK /DERXU DQG :HOIDUH O0+/: LV XQGHUWDNHQ E
$IJHQF\ 30'$ 7KH 30'$ FRQGXFWV ILUVW VFLHQWLILF UHYLHZ RI WKH 1'$ VXEPLWWHG DVVH)
WKH SURGXFW RU PHGLFDO GHYLFH SURSRVHG 5HVXOWYVY RI WKLV SULPDU\ HYDOXDWLRQ D
VHFRQG HYDOXDWLRQ EDVHG RQ WKH H[WHUQDO H[SHUWVx I[HHGEDFN D UHSRUW LV SUR
&RXQFLO 3%$)&6 O RQH RI WKH FRXQFLOV RUJDQL]JHG XQGHU WKH - 0+/: DV DGYLVRU\ FRPPL
ILQDO DSSURYDELOLW\

JRU -DSDQHVH UHJLVWUDWLRQV FOLQLFDO GDWD IRU -DSDQHVH SDWLHQWY DUH QHFHVVDU
WKRXJK WKH\ DOVR DFFHSW PXOWL UHJLRQDO VWXGLHV LQFOXGLQJ -DSDQ ,Q VRPH FDV
H[WUDSRODELOLW\ RI IRUHLJQ FOLQLFDO GDWD WR -DSDQHVH SDWLHQWY DQG WR REWDL
-DSDQHVH SDWLHQWYV

7KH 0+/: PD\ UHTXLUH DGGLWLRQDO SRVW DSSURYDO VWXGLHV 3KDVH ,9 IRU VRPH VSHFLI
LQIRUPDWLRQ RQ WKH XVH RI WKH SURGXFW XQGHU VSHFLILHG FRQGLWLRQV ,Q DSSURY|
DGPLQLVWUDWLRQV WKH UH H[DPLQDWLRQ SHULRG LV GHWHUPLQHG E\ WKH 0+/: 3RVW PDUI
DIWHU DSSURYDO LV FROOHFWHG WR UHFRQILUP LWV HIILFDF\ VDIHW\ DQG TXDOLW\ DW WK
PDUNHWLQJ VXUYHLOODQFH 306 ZKLFK LV D QRQ LQWHUYHQWLRQDO VWXG\ DQG SRVW PDL

JRU JHQHULF SURGXFWV WKH GDWD QHFHVVDU\ IRU ILOLQJ DUH VLPLODU WR (8 DQG 86 UH:
DQG GDWD GHPRQVWUDWLQJ ELRHTXLYDOHQFH WR WKH RULJLQDWRU SURGXFW XQOHVV W
&7' VXEPLVVLRQ IRU JHQHULFV KDV EHHQ PDQGDWRU\ VLQFH ODUFK

7KH ,QWHUQDWLRQDO &RXQFLO IRU +DUPRQL]DWLRQ RI 7THFKQLFDO 5HTXLUHPHQWYV IRU 3KDU
UHIRUPHG LQ

7KH ,&+ FXUUHQWO\ LQFOXGHYV OHPEHUV DQG 2EVHUYHUV +DUPRQL]DWLRQ LV DFKLHYH
SURFHVV RI VFLHQWLILF FRQVHQVXV ZLWK UHJXODWRU\ DQG LQGXVWU\ H[SHUWV ZRUNLQJ V|

,Q DGGLWLRQ WR WKH MRLQW HIIRUWV )UHH 7UDGH $JUHHPHQWYV )7%$V KDYH SURYHQ WR
H[SRUWHUVY DQG WR DOORZ IRU GLVFXVVLRQV RQ KDUPRQL]DWLRQ WRSLFV IRU UHJXODWRU
7UDGH 5HODWHG $VSHFWV RI ,QWHOOHFWXDO 3URSHUW\ 5LJKWV 75,36 DUH LQWHUQDWLRQ
UHTXLUHPHQWY RI PDQ\ FRXQWULHV LQFOXGLQJ -DSDQ DQG VHYHUDO (8 OHPEHU 6WDWHV

SKDUPDFHXWLFDO SURGXFWV ZLWK JRYHUQPHQW UHJXODWRUV VLIQLILFDQWO\ H[WHQG WKI
:KLOH PDUNHWLQJ DXWKRUL]DWLRQV IRU QHZ SKDUPDFHXWLFDO SURGXFWV LQ WKH (8 KDYH
LQ FROODERUDWLRQ ZLWK WKH (0$ SULFLQJ DQG UHLPEXUVHPHQW UHPDLQ D PDWWHU RI QD

% BULFLQJ UHLPEXUVHPHQW

‘H DUH RSHUDWLQJ LQ DQ LQFUHDVLQJO\ FRPSOHHDRYGUBRDP HE®W HYRKY EQQWDQXH®/ GFEQ XL
DQG IDFLQJ XQSUHFHGHQWHG FKDOOHQJHV GXH WR WKH JOREDO &29," SDQGHPLF

$W D WLPH RI LQWHQVH VFUXWLQ\ RQ GUXJ SULFLQJ DFURVYV PDMRU PDUNHWYV JRYHUQPHQW
SROLFLHV 7KH PHFKDQLVPV XVHG YDU\ IURP FRXQWU\ WR FRXQWU\ DQG LQFOXGH SULFH
SD\PHQWYV UHVWULFWLYH IRUPXODULHY SUHVFULELQJ JXLGHOLQHV WHQGHULQJ SURFHGXIL
HYDOXDWLRQV RI KHDOWKFDUH SURGXFWYV

,Q DGGLWLRQ SKDUPDFHXWLFDO FRPSDQLHY DUH H[SHFWHG WR FRQWLQXRXVO\ GHPRQVWUI
FRPSDUDWLYH HIILFDF\ VWXGLHY UHDO ZRUOG SDWLHQW GDWD DQG EXGJHW PRGHOOLQJ
UDLVLQJ WKH EDU IRU PDUNHW HQWU\ ZLWK VLJQLILFDQW YDULDWLRQV IURP FRXQWU\ WR F

,Q UHVSRQVH WR VWURQJ EXGIJHWDU\ SUHVVXUHV WKHUH KDV EHHQ D JURZLQJ SD\HU LQW
RXWFRPHV ZLWK D YLHZ WR EDODQFH GUXJ FRVWY DQG SDWLHQW DFFHVV WR LQQRYDWLF
EDVHG DQG RXWFRPH EDVHG GHDOV DUH JDLQLQJ WUDFWLRQ LQ D JURZLQJ QXPEHU RI PDUN

‘H H[SHFW WKHVH WUHQGYV ZLOO FRQWLQXH LQ DQG EH\RQG SRWHQWLDOO\ DFFHOHUDW#
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8QLWHG 6WDWHYV

2YHUYLHZ RI WKH 86 KHDOWK LQVXUDQFH VA\VWHP

&RPPHUFLDO LQVXUDQFH LV RIITHUHG ZLGHO\ DV SDUW RI HPSOR\HH EHQHILW SDFNDJHV DQC
SURYLVLRQ 6RPH LQGLYLGXDOV SXUFKDVH SULYDWH KHDOWK SODQV GLUHFWO\ ZKLOH SXE
WKH GLVDEOHG XQLQVXUHG FKLOGUHQ DQG VHUYLQJ RU UHWLUHG PLOLWDU\ SHUVRQQHO

&RPPHUFLDO LQVXUDQFH LQFOXGHYV

a ODQDJHG &DUH 2UJDQL]DWLRQV 0&2V FRPELQH WKH IXQFWLRQV Rl KHDOWK LQVXUDQF#
VSHFLILF SURYLGHU QHWZRUNV DQG VSHFLILF VHUYLFHVY DQG SURGXFWV 7KHUH DUH WK
2UJDQL]DWLRQV +02V 3UHIHUUHG 3URYLGHU 2UJDQL]DWLRQV 332V DQG 3RLQW RI 6HUY

a 3KDUPDF\ %HQHILW ODQDJHUV 3%0V VHUYH DV LQWHUPHGLDULHVY EHWZHHQ LQVXUDRQF
QHJRWLDWH UHEDWHY DQG GLVFRXQWV RQ IRUPXODU\ SODFHPHQW IRU FRPPHUFLDO KHD
SODQV DQG IHGHUDO DQG VWDWH JRYHUQPHQW HPSOR\HH SODQV

*RYHUQPHQW LQVXUDQFH LQFOXGHYV

a OHGLFDUH ZKLFK SURYLGHV KHDOWK LQVXUDQFH IRU UHWLUHHY DQG IRU SHRSOH ZLWK S
SURYLGHV KRVSLWDO LQVXUDQFH RQO\ DQG WKH YDVW PDMRULW\ RI UHWLUHHYV SXUFKD\
QDPHG 3DUW % 3DUW & DQG 3DUW ' 3DUW ' HQDEOHYV OHGLFDUH EHQHILFLDULHV WR REW
OHGLFDUH EHQHILFLDULHY KDYH HQUROOHG LQ 3DUW ' SODQV

a OHGLFDLG ZKLFK SURYLGHV KHDOWK LQVXUDQFH IRU ORZ LQFRPH IDPLOLHVY FHUWDLQ TXI
VXSSOHPHQWDO VHFXULW\ LQFRPH DQG RWKHU HOLJLEOH SHUVRQV GHWHUPLQHG RQ D VYV

Q WKH 86 WKHUH LV VWLOO XQFHUWDLQW\ DERXW WKH HYROXWLRQ DQG LPSDFW RI WKH &29
SULFLQJ UHIRUPYV 7KH IHGHUDO JRYHUQPHQW LV SRLVHG WR H[HUW JUHDWHU SULFH FRQV
VLIQLILFDQW QHJDWLYH LPSDFW RQ 86 ELRSKDUPD WKDW DUH DV \HW GLIILFXOW WR HVWLPI

7KH %LGHQ $GPLQLVWUDWLRQ DOVR VHHNV WR HQFRXUDJH HQIRUFHPHQW RI SULFH WUDQYV
SXEOLF GLVFORVXUH UHTXLUHPHQWY IRU KRVSLWDOV LQVXUHUV DQG KHDOWK SODQV DUH
&HQWHUV IRU OHGLFDUH DQG OHGLFDLG 6HUYLFHV &06 LQ 2FWREHU ,Q DGGLWLRQ PRU
ODZV WR EULQJ JUHDWHU WUDQVSDUHQF\ DQG SUHYHQW SULFH JRXJLQJ O DQ LVVXH WKDW

'"HVSLWH VORZ XSWDNH WR GDWH ELRVLPLODU DGRSWLRQ LV OLNHO\ WR DFFHOHUDWH 7z
WKH 86 )'$ IRU /DQWXWLQ JODUJLD HD GID@MG PXPREID 6DYLQJYV DUH SURMHFWHG WR SRWHQWLD
QH[W ILYH \HDUV DFFRUGLQJ WR ,49,$ +RZHYHU WKH LPSDFW RI LQWHUFKDQJHDELOLW\ R
ORQJ WHUP

ORUHRYHU WKH FRQWLQXHG FRQVROLGDWLRQ LQ WKH FRPPHUFLDO KHDOWK LQVXUDQFH PL
WKUHH ODUJHVW *URXS 3XUFKDVLQJ 2UJDQL]DWLRQV *32V 2SWXP5[ (PLVDU &96 &DUHPD
FRYHULQJ RYHU RI 86 SUHVFULSWLRQ FODLPV FRQVROLGDWLRQ KDV OHG WR PRUH DJJUFL
ODUJHU UHEDWHY LQ UHWXUQ IRU DFFHVV 7KH ULVH RI GUXJ IRUPXODU\ H[FOXVLRQV LQ I
VLIQLILFDQW UHGXFWLRQ LQ VDOHV

&KLQD
&KLQD KDV HPEDUNHG RQ D YDVW SURJUDP RI UHIRUPV RYHU WKH SDVW GHFDGH WRZDUGYV
JURZWK SULRULWLHV Xd’éHUHVVd‘H—DlBFBXIDvQU\XV ZLWK SROLFLHVY DLPHG DW DGGUHVVLQJ

GLVHDVH HVSHFLDOO\ FDQFHU GLDEHWHY DQG FDUGLRYDVFXODU GLVHDVHV ZKLOH EDODC

‘H SODQ WR ODXQFK LQQRYDWLYH YDFFLQHY DQG PHGLFLQHV LQ WKH &KLQHVH PDUNHW E\
WUHDWPHQWY ZLWK XUJHQW FOLQLFD'O UHFHGEGYHG) FOB $IYBF DOHIRXSLKHQWUHDWPHQW RI DG X
DWRSLF GHUPDWLWLYV LQ -XQH ZLWKLQ PRQWKYV RI ILOLQJ WKURXJK DQ H[SHGLWHG UH)

+RZHYHU SULFLQJ DQG DFFHVV FKDOOHQJHV DUH H[SHFWHG WR LQWHQVLI\ LQ WKH \HDUV
KHDOWKFDUH FRVWV $ JURZLQJ QXPEHU RI RXU SURGXFWV KDYH D FKDQFH WR XQGHUWDN
ZKHUH WKH ORZHVW SULFH SUHYDLOV LQ RUGHU WR FRPSHWH ZLWK GRPHVWLF FRPSDQLHV
WHQGHUYV

6LQFH DQQXDO XSGDWHVY RI WKH 1DWLRQDO S5HLPEXUVHPHQW 'UXJ /LVW 15'/ KDYH LF
WKHUDSLHV LQ H[FKDQJH IRU VWHHS SULFH FXWV $FFRUGLQJ WR WKH &KLQHVH 1DWLRQ!
PHGLFLQHV ZHUH DGGHG WR WKH 15'/ WKURXJK QHJRWLDWDRRG DQQXFEEHE HRU G U X L\ FRX GO
ZLWK DQ DYHUDJH SULFH UHGXFWLRQ RI KLJKHU WKDQ LQ SUHYLRXV \HDUV LQ

\HDU LPSRUWHG 3' LQKLELWRUV UHPDLQ H[FOXGHG LQ IDYRU RI GRPHVWLFDOO\ GHYHORS!
ELRWHFKV LQ 1'5/ OLVWLQJ SDUWLFXODUO\ LQ WKH FURZGHG DQG KLJKO\ FRPSHWLWLYH 3

7KH YROXPH EDVHG SURFXUHPHQW 9%3 SROLF\ KDV DOVR H[SDQGHG UDSLGO\ SODFLQJ G|
SRUWIROLR 6DQRIL DFWLYHO\ SDUWLFLSDWHG LQ WKH WKUHH QDWLRQDO SURFXUHPHQW |
VFKL]RSKUHQLF WUHDWPHQW DPLVXOSULGH )HEUXDU\ DQG R[LORSORWL/@QWRYHRBRBHU DV Z
GXULQJ WKH ILUVW QDWLRQDO ELRORJLF 9%3 OHDQZKLOH DV LQ SUHYLRXV URXQGV &KLQF
GXH WR WKHLU DELOLW\ WR GUDVWLFDOO\ UHGXFH SURGXFWLRQ FRVWYV
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(XURSH

7KH HFRQRPLF DQG ILQDQFLDO FULVLVY WULJIJHUHG E\ WKH &29,' SDQGHPLF KDV KDG DQG
LPSDFW RQ PDQ\ (XURSHDQ KHDOWKFDUH V\WVWHPV *RYHUQPHQWY KDYH UHVSRQGHG ZLWK
EXGJHWDU\ SUHVVXUHY DQG RWKHU FRQVWUDLQWYV

$W D WLPH RI JUHDW ILQDQFLDO LQVWDELOLW\ WKH FULVLV KDV H[DFHUEDWHG WKH HIIHF)
ZLGHO\ HYWDEOLVKHG DFURVV (XURSH 7KHVH LQFOXGH SULFH UHIHUHQFLQJ GHHSHU GLVF
VXEVWLWXWLRQ RI JHQHULFV DQG ELRVLPLODUYV

7KH SDQGHPLF KDV DOVR FUHDWHG DQ LPSHWXV IRU FHQWUDOL]JHG SURFXUHPHQW DSSURDF
ERUGHU DOOLDQFHY KDYH DOUHDG\ HPHUJHG LQ UHFHQW \HDUV VXFK DV WKH 9DOOHWWD 'H
DQG WKH 9LVHJUDG *URXS ZLWK WKH SRWHQWLDO WR H[HUW JUHDWHU EDUJDLQLQJ SRZHU I

7KH (XURSHDQ &RPPLVVLRQ (& KDV FRPPLWWHG WR HQKDQFHG SDQ (XURSHDQ FRRSHUDWL
\HDUV RI MRLQW ZRUN EHWZHHQ OHPEHU 6WDWHV WKH QHZ (8 +7$ UHIJXODWLRQ ZDV DGRSW!|
VWDJHG SURFHVV E\ 8QGHU WKH QHZ UXOHV OHPEHU 6WDWHV ZLOO EH FRRSHUDWLQJ R
VFLHQWLILF FRQVXOWDWLRQV

7KH DGRSWLRQ RI WKH (8 +7$ 5HIXODWLRQ ZLOO FRQWULEXWH WR WKH REMHFWLYHV RI WKF
SDWLHQW DFFHVV WR LQQRYDWLYH DQG DIIRUGDEOH PHGLFLQHV +RZHYHU WKH SRWHQWL
FKDQJHV WR UHJXODWLRQV RQ SHGLDWULF DQG RUSKDQ GUXJV O DUH D JURZLQJ FDXVH F
LQFHQWLYH PHFKDQLVPV WKDW IDYRU LQQRYDWLRQ

6LPLODU SUHVVXUHV DUH EHLQJ IHOW LQ RWKHU UHJLRQV DQG FRXQWULHY DURXQG WKH JO!

7R DGGUHVV WKH PXOWLSOH FKDOOHQJHVY PHQWLRQHG DERYH ZH DUH FRQWLQXRXVO\ DGD:
VSHFLILF UHTXLUHPHQWY DV ZHOO DV SLORWLQJ DQG GHYHORSLQJ QHZ LQQRYDWLYH FRQW

% SDWHQWYVY LQWHOOHFWXDO SURSHUW\ DQG RWKHU ULJKW
% 3DWHQWV

3DWHQW SURWHFWLRQ

‘H RZQ D EURDG SRUWIROLR RI SDWHQWY SDWHQW DSSOLFDWLRQV DQG SDWHQW OLFHQVHYV
DFWLYH LQJUHGLHQWY SKDUPDFHXWLFDO IRUPXODWLRQV SURGXFW PDQXIDFWXULQJ SU
LQGLFDWLRQV PHWKRGV RI XVH WHFKQRORJ\ SODWIRUPVY GHOLYHU\ VIVWHPVY GLJLWDO DS*¢

3DWHQW SURWHFWLRQ IRU LQGLYLGXDO SURGXFWV W\SLFDOO\ H[WHQGV IRU \HDUV IURF
SURWHFWLRQ $ VXEVWDQWLDO SDUW RI WKH \HDU OLIH VSDQ RI D SDWHQW RQ D QHZ PF
SDVVHG E\ WKH WLPH WKH UHODWHG SURGXFW REWDLQV PDUNHWLQJ DXWKRUL]DWLRQ $V
DSSURYHG SURGXFWxV DFWLYH LQJUHGLHQW LV VLJQLILFDQWO\ VKRUWHU WKDQ \HDUV
H[WHQGHG E\ SURFHGXUHV HVWDEOLVKHG WR FRPSHQVDWH UHJXODWRU\ GHOD\ LQ (XURSH
WKH 86 YLD 3DWHQW 7HUP ([WHQVLRQ RU 37( DQG LQ -DSDQ 37(

7KH SURWHFWLRQ D SDWHQW SURYLGHV WR WKH UHODWHG SURGXFW GHSHQGYV XSRQ WKH W)
FRXQWU\ WR FRXQWU\

,Q (XURSH DSSOLFDWLRQV IRU QHZ SDWHQWY PD\ EH VXEPLWWHG WR WKH (XURSHDQ 3DWHH
FRYHU WKH (XURSHDQ 3DWHQW &RQYHQWLRQ OHPEHU 6WDWHV LQFOXGLQJ DOO OHPEF
FRUUHVSRQGLQJ QDWLRQDO SDWHQWYV ZLWK XQLIRUP SDWHQW FODLPV DPRQJ WKH OHPEHU ¢

,Q (8 OHJLVODWLRQ ZDV DGRSWHG WR FUHDWH D (XURSHDQ 8QLWDU\ 3DWHQW DQG D 8Q
RQFH WKH DJUHHPHQW RQ WKH 8QLILHG 3DWHQW &RXUW LV IXOO\ UDWLILHG E\ *HUPDQ\ $V |
KDYH UDWLILHG WKH DJUHHPHQW

‘H PRQLWRU RXU FRPSHWLWRUV DQG YLJRURXVO\ VHHN WR FKDOOHQJH SDWHQW LQIULQJ}L
EXVLQHVV REMHFWLYHV 6HH U,WHP O $ &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV DQG
$UELWUDWLRQ 3URFHHGLQJV O 3DWHQWVU RI WKLY DQQXDO UHSRUW

7KH H[SLUDWLRQ RU ORVV RI D SDWHQW FRYHULQJ D QHZ PROHFXOH W\SLFDOO\ UHIHUU
FRPSHWLWLRQ IURP JHQHULF SURGXFWV DQG FDQ UHVXOW LQ D GUDPDWLF UHGXFWLRQ L
,QIRUPDWLRQ O ' 5LVN )DFWRUVU ,Q VRPH FDVHV LW LV SRVVLEOH WR FRQWLQXH WR E
PDQXIDFWXULQJ WUDGH VHFUHWV RU RWKHU W\SHV RI SDWHQWVY &HUWDLQ FDWHJRULHV
KLVWRULFDOO\ UHODWLYHO\ OHVV UHOLDQW RQ SDWHQW SURWHFWLRQ DQG PD\ LQ PDOQ\
IUHTXHQW IRU QRYHO YDFFLQHY DOVR WR EH SDWHQW SURWHFWHG

5HIXODWRU\ H[FOXVLYLW\

,Q VRPH PDUNHWYV LQFOXGLQJ WKH (8 DQG WKH 86 PDQ\ RI RXU SKDUPDFHXWLFDO SURC
H[FOXVLYLW\ SHULRGYV GXULQJ ZKLFK D JHQHULF RU ELRVLPLODU FRPSHWLWRU PD\ QRW UH
7KLV H[FOXVLYLW\ RSHUDWHYV LQGHSHQGHQWO\ RI SDWHQW SURWHFWLRQ DQG PD\ SURWHEF
SDWHQW FRYHULQJ WKH SURGXFW

,Q WKH 86 WKH )'$ ZLOO QRW JUDQW ILQDO PDUNHWLQJ DXWKRUL]J]DWLRQ WR D JHQHULF FRF
RI WKH UHJXODWRU\ H[FOXVLYLW\ SHULRG ILYH \HDUV WKDW FRPPHQFHV XSRQ WKH ILUVW
OLQH HIWHQVLRQV RI H[LVWLQJ 1&(V PD\ TXDOLI\ IRU DQ DGGLWLRQDO WKUHH \HDUV RI UHJ)>
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GLIITHUHQW UHJXODWRU\ H[FOXVLYLW\ SHULRG DSSOLHV WR ELRORJLFDO GUXJV 7KH %3&,$
WKDW )'$ PD\ QRW DSSURYH D ELRVLPLODU DSSOLFDWLRQ XQWLO \HDUV DIWHU WKH GDWH

,Q WKH (8 UHJXODWRU\ H[FOXVLYLW\ LV DYDLODEOH LQ WZR IRUPV GDWD H[FOXVLYLW\ DQf
DFFHSWHG IRU UHYLHZ XQWLO HLJKW \HDUV DIWHU WKH ILUVW PDUNHWLQJ DXWKRUL]DWLR(
\HDU SHULRG GXULQJ ZKLFK JHQHULFV FDQQRW EH PDUNHWHG PDUNHWLQJ H[FOXVLYLW\ 7
\HDUV LI GXULQJ WKH ILUVW HLJKW \HDU SHULRG WKH PDUNHWLQJ DXWKRUL]JDWLRQ KROG
LQGLFDWLRQV ZKLFK DUH GHHPHG WR SURYLGH D VLIJQLILFDQW FOLQLFDO EHQHILW RYHU HJ[

,Q -DSDQ WKH UHJXODWRU\ H[FOXVLYLW\ SHULRG YDULHV IRXU \HDUV IRU PHGLFLQDO S
FRPSRVLWLRQV ZLWK UHODWHG SUHVFULSWLRQV VL[ \HDUV IRU QHZ GUXJV FRQWDLQLQ.
DGPLQLVWUDWLRQ HLJKW \HDUV IRU GUXJV FRQWDLQLQJ D QHZ FKHPLFDO HQWLW\ DQG Wt
HSLGHPLRORJLFDO VWXG\

(PHUJLQJ PDUNHWYV

2QH RI WKH PDLQ OLPLWDWLRQV RQ RXU RSHUDWLRQV LQ HPHUJLQJ PDUNHW FRXQWULHYV
HQIRUFHPHQW IRU RXU SURGXFWV ZKLFK IUHTXHQWO\ GR QRW SURYLGH QRQ SDWHQW HIF
JUDGXDOO\ LPSURYHG WKH ODFN Rl SURWHFWLRQ IRU LQWHOOHFWXDO SURSHUW\ ULJKWYV
FRXQWULHV $GGLWLRQDOO\ LQ UHFHQW \HDUV DQG HVSHFLDOO\ GXULQJ WKH SDQGHPLF
LQWHOOHFWXDO SURSHUW\ SURWHFWLRQ IRU VSHFLILF SURGXFWV IRU H[DPSOH WKURXJK F
O ' 5LVN )DFWRUV O 5LVNV 5HODWLQJ WR 6DQRILXxV 6WUXFWXUH DQG 6WUDWHJI\ O 7KH JORE
LQ VSHFLILF DUHDVU

SBHGLDWULF HIWHQVLRQ

,Q WKH 86 DQG WKH (8 XQGHU FHUWDLQ FRQGLWLRQV LW LV SRVVLEOH WR H[WHQG D SURG
SURYLGLQJ GDWD RQ SHGLDWULF VWXGLHYV

,Q WKH 86 XQGHU FHUWDLQ FRQGLWLRQV RI WKH +DWFK :D[PDQ $FW LW PD\ UHVXOW LQ WI
VL[ PRQWKY WR WKH HWHQW WKHVH SURWHFWLRQV KDYH QRW DOUHDG\ H[SLUHG WKH VR F

,Q (XURSH D UHJXODWLRQ RQ SHGLDWULF PHGLFLQHYV SURYLGHV IRU SHGLDWULF UHVHDU
HIWHQVLRQ RI VXSSOHPHQWDU\ SDWHQW SURWHFWLRQ DQG VL[ PRQWK UHJXODWRU\ H[FO>
PHGLFLQDO SURGXFWYV

,Q -DSDQ WKHUH LV QR SHGLDWULF UHVHDUFK H[WHQVLRQ RI SDWHQW SURWHFWLRQ IRU ¢
PD\ EH H{IWHQGHG IURP HLJKW WR WHQ \HDUV

2USKDQ GUXJ H[FOXVLYLW\

8QGHU FHUWDLQ FRQGLWLRQV RUSKDQ GUXJ H[FOXVLYLW\ PD\ EH JUDQWHG LQ WKH 86 WR (
GUXJ H[FOXVLYLWLHY DOVR H[LVW LQ WKH (8 DQG -DSDQ

BURGXFW RYHUYLHZ

:H VXPPDUL]H EHORZ WKH LQWHOOHFWXDO SURSHUW\ FRYHUDJH LQ VRPH FDVHV WKURXJK
WHUPV RI VDOHV LQ RXU PDMRU PDUNHWYV ,Q WKH GLVFXVVLRQ RI SDWHQWYV EHORZ ZH IRF
WKH FDVH RI 1&(V RQ DQ\ ODWHU ILOHG SDWHQWY OLVWHG DV DSSOLFDEOH LQ WKH )'$xV O
(YDOXDWLRQV WKH U2UDQJH %RRNU RU LQ LWV IRUHLJQ HTXLYDOHQWY )RU ELRORJLFV W}

7KHVH SDWHQWYV RU WKHLU IRUHLJQ HTXLYDOHQWY WHQG WR EH WKH PRVW UHOHYDQW LQ V
RU D ELRVLPLODU YHUVLRQ RI RQH RI RXU SURGXFWV VHH UO &KDOOHQJHV WR 3DWHQWHG |
IURP SHQGLQJ SDWHQW DSSOLFDWLRQV RU IURP SDWHQWY QRW HOLJLEOH IRU 2UDQJH %RR
LQGXVWULDO SURFHVVHV ,Q HDFK FDVH EHORZ ZH VSHFLI\ ZKHWKHU WKH DFWLYH LQJUHGI
KDYH EHHQ H{IWHQGHG WR FRPSHQVDWH IRU 86 3IDWHQW DQG 7UDGHPDUN 2IILFH 86372 GHO
37$ RU IRU RWKHU UHJXODWRU\ GHOD\V WKH H[WHQGHG GDWHV DUH LQGLFDWHG EHORZ
GDWHV DQG DOVR UHIOHFW VL[ PRQWK SHGLDWULF H[WHQVLRQV ZKHQ DSSOLFDEOH :KHUH
PHQWLRQ ZKHWKHU JHQHULFV DUH RQ WKH PDUNHW

‘H GR QRW SURYLGH ODWHU ILOHG SDWHQW LQIRUPDWLRQ UHODWLQJ WR IRUPXODWLRQV D
SDWHQW SURWHFWLRQ LQ (XURSH LQGLFDWH WKH H[LVWHQFH RI UHOHYDQW SDWHQWV LQ |
FRXQWU\

‘H DGGLWLRQDOO\ VHW RXW DQ\ UHJXODWRU\ H[FOXVLYLW\ IURP ZKLFK WKHVH SURGXFWYV
H[FOXVLYLWLHYV SUHVHQWHG EHORZ LQFRUSRUDWH DQ\ SHGLDWULF H[WHQVLRQV REWDLQH
WKURXJKRXW WKH (8 LQ VRPH FDVHVY OHPEHU 6WDWHY KDYH WDNHQ SRVLWLRQV SUHMXGLFL
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SQLWHG 6WDWHYV (XURSHDQ 8QLRQ -DSDQ
$XEDILWHULIOXQRPL&RPSRXQG H[SLUHG &RPSRXQG H[SLUHG &RPSRXQG H[SLUHG

/IDWHU ILOHG SDWHQW FRIMYWHDJIH QHD® BIDQNHQW FRYHUDJH |
WKURXJK 6HSWHPEHU WKURXJK O0DUFK

5HIXODWRU\ HIFOXVLYLW\ $XJIJXVW

$OSURBLWUHQRQDFR8VBIOITD UFK ZLWK 37% SRPGRBXQG 0D\ &RPSRXQG )HEUXDU\ ZLWK 37(
0D\ ZLWK 63& LQ PRVW (8
FRXQWULHYV

/DWHU ILOHG SDWHQWYV FRWHUDLIO WG GDVHQWY FRWHUDLD WG GDVPHQWY FRYHUDJH
WKURXJK '"HFHPEHU SMRGRRJIK 'HFHPEHU SWRGRRIK 'HFHPEHU SHQGLQJ
5HIJXODWRU\ HIFOXVLYLWSHOROBKWRU\ H[FOXVLYLWSHORDDWRU\ H[FOXVLYLW\ -XO\

&HUH]'PHPLIJOXFHUDYBIWHQW H[SLUHG 3DWHQW H[SLUHG 3DWHQW H[SLUHG
'XSL[MQ®XSLOXPDE &RPSRXQG 2FWREHU SFDRFRKX QG 2FWREHU SRPRKREH R FWREH U 0D\
ZLWK 37( ZLWK 63& ZLWK 37(
/DWHU ILOHG SDWHQWYV FRWHUDLDHW® GDVWHQWY FRWHUDLI®W® GDVPHQWY FRYHUDJH
WKURXJK $XIXVW SHQWKURIXJK 0D\ SHQGLQNKURXJK 0D\ SHQGLQJ

5HIXODWRU\ H[FOXVLYLW3HOROBK

RU\ H[FOXVLYLW3SHJXODWRU\ H[FOXVLYLW\ -DQXDU
6HSWHPEHU
G

(ORFWIHMVMRURFWRFRERPGIMXQG -XQH ZLWIKBBHS 0DQ &RPSRXQG $XJIXVW ZLWK 37¢(
37¢ 1RYHPEHU ZLWK 63& LQ PRVW (8
FRXQWULHV
/DWHU ILOHG SDWHQWYV FRWHUDLIO WG GDVPHQWY FRWHUDLD WG GDVPHQWY FRYHUDJH
WKURXJK '"HFHPEHU SMRGRRJIK 'HFHPEHU SWRGRRIK 'HFHPEHU SHQGLQJ
5HIXODWRU\ HIFOXVLYLWSHJIXQO®WRU\ HIFOXVLYLWSHIR®BWRHY H[FOXVLYLW\ 'HFHPE!
YDEUD]{PBJDOVLGDVEBEMMDW H[SLUHG 3DWHQW H[SLUHG 3DWHQW H[SLUHG
*HQHULFV ELRVLPLODUV RQ WKH P|
5HIJXODWRU\ HIFOXVLYLW\ ODUFK
SHGLDWULF LQGLFDWLRQ DJHV ZLWK
FRQILUPHG )DEU\ GLVHDVH
-HYWD@DED]LWD[HO &RPSRXQG &RPSRXQG H[SLUHG &RPSRXQG H[SLUHG
EJ[SLUHG ODWHU ILOHG SD/WWQRW\ILGRGEHS.DJNH WV F[RWHUDJL@M(D@JJ_\/%HQWV FRYHUDJH
DQJLQJ WKURXJK 2FWREMKURXJK 0D\ SHQGLQNKURXJK 1RYHPEHU
1&( 5HIXODWRU\ H[FOXVLYH IO DIFRIPEHFOXVLYLWSHBXSDUMRBU\ H[FOXVLYLW\ -XO\
/IDQWXNMQVXOLQ JODUER@BRXQG H[SLUHG &RPSRXQG H[SLUHG &RPSRXQG H[SLUHG

/DWHU ILOHG SDWHQWYV UD@HQJILWKGEGRXDWIBSOWLOXQWHU ILOHG SDWHQW -XQH

*HQHULFV ELRVLPLODUV RIQOQOWMKHFRDEINRHMLPLODUV RIQQWMKHFRDEINHHMLPLODUYV RQ WKH P

/IRYHORHQR[DSDULQ ¥ RBBRKQG H[SLUHG &RPSRXQG H[SLUHG &RPSRXQG H[SLUHG
*HQHULFV ELRVLPLODUV RIQQWKHFRDEINMWW.PLODUY RQ WKH PDUNHW
IXPLI\PH\R]J\PH &RPSRXQG H[SLUHG &RPSRXQG H[SLUHG &RPSRXQG H[SLUHG
DOJOXFRVLGDVH DOID
30DYIHORSLGRIJUHO BERPS®MQGH H[SLUHG &RPSRXQG H[SLUHG &RPSRXQG H[SLUHG
*HQHULFVY RQ WKH PDUNHMAQHULFY RQ WKH PDUNHW QHULFV RQ WKH PDUNHW
7RXMHRQVXOLQ JODUSREBRXQG H[SLUHG &RPSRXQG H[SLUHG &RPSRXQG H[SLUHG
/DWHU ILOHG SDWHQWYV FRWHUDLI® W® GDVWHQWY FRWHUDLIDHW® DVWHQWY FRYHUDJH
WKURXJK 0D\ WKURXJK 0D\ WKURXJK -XO0\ ZLWK 37(

37( 3DWHQW 7HUP ([WHQVLRQ O 63& 6XSSOHPHQWDU\ 3URWHFWLRQ &HUWLILFDWH O 37% 3DWHQW 71

SDWHQWY KHOG RU OLFHQVHG E\ 6DQRIL GR QRW LQ DOO FDVHV SURYLGH HIITHFWLYH SURW|
J)RU H[DPSOH QRWZLWKVWDQGLQJ WKH SUHVHQFH RI XQH[SLUHG SDWHIQQVW KFR&6S HSVUIL\R B UV R
SURGXFW EHLQJ VZLWFKHG WR RYHU "WKHWRKQ&HU VWDWXV DQG 30DYL]

‘H FDXWLRQ WKH UHDGHU WKDW WKHUH FDQ EH QR DVVXUDQFH WKDW ZH ZLOO SUHYDLO Z
LQVWDQFHV LQ ZKLFK 6DQRIL GHWHUPLQHY WKDW LW GRHV QRW KDYH D VXIILFLHQW EDVLYV
IRU H[DPSOH LQ FDVHV ZKHUH D FRPSHWLWRU SURSRVHV D IRUPXODWLRQ QRW DSSHDULQJ "
FU\WVWDOOLQH IRUP QRW FODLPHG E\ RXU FRPSRVLWLRQ RI PDWWHU SDWHQW RU DQ L
6HH U,WHP .H\ ,QIRUPDWLRQ O ' 5LVN )DFWRUV O 5LVNV 5HODWLQJ WR /HJDO DQG 5HJXO
SURSULHWDU\ ULJKWV WR SURYLGH H[FOXVLYH ULJKWV WR PDUNHW FHUWDLQ RI RXU SUR
FLUFXPYHQWHG RXU ILQDQFLDO UHVXOWY FRXOG EH PDWHULDOO\ DQG DGYHUVHO\ DIIHFWH

$V GLVFORVHG LQ ,WHP RI WKLV DQQXDO UHSRUW ZH DUH LQYROYHG LQ VLJQLILFDQW O
SURGXFWYV
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&KDOOHQJHV WR SDWHQWHG SURGXFWYV

2 $EEUHYLDWHG 1HZ 'UXJ $SSOLFDWLRQV $1'$V

,Q WKH 86 JHQHULF FRPSDQLHY KDYH ILOHG $EEUHYLDWHG 1HZ 'UXJ $SSOLFDWLRQV $1'$V

Rl RXU VPDOO PROHFXOH SURGXFWV $Q $1'$ LV DQ DSSOLFDWLRQ E\ D GUXJ PDQXIDFWXUt
DQRWKHU FRPSDQ\xV DSSURYHG SURGXFW E\ GHPRQVWUDWLQJ WKDW WKH SXUSRUWHGO\ .
WHFKQLFDO GDWD DV WKH RULJLQDO DSSURYHG SURGXFW $V D UHVXOW Rl UHJXODWRU)
DSSOLFDWLRQV DUH JHQHUDOO\ IRXU \HDUV DIWHU )'$ DSSURYDO DQG LQFOXGH D FKDOOHQ
KROGHU RU OLFHQVHH EULQJV VXLW LQ UHVSRQVH WR WKH SDWHQW FKDOOHQJH ZLWKLQ
DSSURYDO WR DQ $1'$ GXULQJ WKH PRQWKY IROORZLQJ WKH H[SLU\ RI WKH \HDU UHJXOD
DU PRQWK VWD\U XQOHVV EHIRUH WKH HQG RI WKH PRQWKY WKH SDUWLHV UHDFK VHW
$1'$ GRHV QRW LQIULQJH WKH OLVWHG SDWHQW RU WKDW WKH OLVWHG SDWHQW LV LQYDOLC(

)'$ DSSURYDO RI DQ $1'$ DIWHU WKLYV PRQWK SHULRG GRHV QRW UHVROYH RXWVWDQGLQ
LPSHGLPHQWY WR D SURGXFW ODXQFK E\ D JHQHULF PDQXIDFWXUHU ZLOOLQJ WR WDNH WK
KROGHU

$FFHOHUDWHG $1'$ W\SH SURFHGXUHV DUH SRWHQWLDOO\ DSSOLFDEOH WR PDQ\ E X!

6HH UO % 5HIJXODWRU\ JUDPHZRUN O %LRVLPLODUVU DQG U 5HJXODWLRQU DERYH
WKHVH FDVHV B6XFFHVV RU IDLOXUH LQ WKH DVVHUWLRQ RI D JLYHQ SDWHQW DJDLQVW D F
VXFFHVV RU IDLOXUH LQ WKH DVVHUWLRQ RI WKH VDPH SDWHQW 6HH U,WHP .H\ ,QIRUPD

5HIJXODWRU\ ODWWHUV O :H UHO\ RQ RXU SDWHQWY DQG RWKHU SURSULHWDU\ ULJKWV WR S
LI VXFK SDWHQWY DQG RWKHU ULJKWV ZHUH OLPLWHG RU FLUFXPYHQWHG RXU ILQDQFLDO U

2 6HFWLRQ E 1HZ 'UXJ $SSOLFDWLRQV LQ WKH 86

2XU SURGXFWYV DQG SDWHQWY DUH DOVR VXEMHFW WR FKDOOHQJH E\ FRPSHWLWRUV YLD DC
Rl WKH )HGHUDO )RRG 'UXJ DQG &RVPHWLF $FW 7KLV SDWKZD\ DOORZV IRU DSSURYDO IRU
WKDW UHSUHVHQW RQO\ D OLPLWHG FKDQJH IURP DQ H[LVWLQJ DSSURYHG GUXJ 7KH E
DOORZV IRU DSSURYDO RI D JHQHULF SURGXFW EDVHG RQ D VKRZLQJ WKDW LW LV HTXLYDOH

6LPLODUON HQWLWLHV ZLVKLQJ WR PDUNHW D JHQHULF ELRORJLF FDQ XWLOL]H DQ DEE
7KLV h N SDWKzD\ HQDEOHVY DQ DSSOLFDQW WR UHO\ RQ D UHIHUHQFH SURGXFW VSRQVR
VKRZQ WR EH ELRVLPLODU KLIJKO\ VLPLODU ZLWK QR FOLQLFDOO\ PHDQLQJIXO GLIIH
UHIHUHQFH %/$ SURGXFW

,Q WKH (8 D JHQHULF GUXJ PDQXIDFWXUHU PD\ RQO\ UHIHUHQFH WKH GDWD RI WKH UHJXC
H[FOXVLYLW\ KDV H[SLUHG +RZHYHU WKHUH LV QR SDWHQW OLVWLQJ VIVWHP LQ (XURSH FR
KROGHU WR SUHYHQW WKH FRPSHWHQW DXWKRULWLHYV IURP JUDQWLQJ PDUNHWLQJ DXWK
DSSURYDO $V D UHVXOW JHQHULF SURGXFWV PD\ EH DSSURYHG IRU PDUNHWLQJ IROORZLQ
WKH SDWHQW KROGHUxV ULJKWVY 1HYHUWKHOHVV LQ PRVW RI WKHVH MXULVGLFWLRQV RQI
HYHQ SULRU WR ODXQFK RQFH ODXQFK LV LPPLQHQW WKH SDWHQW KROGHU PD\ VHHN DQ
DUH LQIULQJHG 6HH ,WHP Rl WKLV DQQXDO UHSRUW

% 7TUDGHPDUNYV = 'RPDLQ QDPHV £ &RS\ULJKW

2XU SURGXFWYV DUH VROG DURXQG WKH ZRUOG XQGHU WUDGHPDUNYV WKDW ZH FRQVLGHU WHF
KHOS WR LGHQWLI\ RXU SURGXFWYVY DQG WR SURWHFW WKH VXVWDLQDELOLW\ RI RXU JURZW!
PDUNV ZKHQ FUHDWLQJ JOREDO EUDQGV IRU QHZ LQQRYDWLYH SURGXFWV :H VXSSRUW WK
SODWIRUPV WR WKH SURWHFWLRQ RI VHUYLFH PDUNV IRU SDWLHQW VXSSRUW SURJUDPV

7TUDGHPDUNY DUH SDUWLFXODUO\ LPSRUWDQW WR WKH FRPPHUFLDO VXFFHVV RI RXU SURG)
VWURQJ YLVLELOLW\ DQG DVVXULQJ SDWLHQWYV RI WKH RULJLQ RI WKH SURGXFWYV

'RPDLQ QDPHY DUH HVVHQWLDO WR LQIRUP D UDQJH RI FRPPXQLWLHVY DERXW ZKDW ZH GR :|
LV GRQH WR RXU UHSXWDWLRQ RQOLQH

‘H DLP WR HQVXUH WKDW WKH SURGXFW WUDGHPDUNV ZH VXEPLW WR KHDOWKFDUH DXWKRU
SURWHFWHG ,Q FHUWDLQ FDVHV ZH PD\ HQWHU LQWR D FRH[LVWHQFH DJUHHPHQW ZLWK D
DYRLG DQ\ ULVN RI FRQIXVLRQ DQG WR VHFXUH RXU ULJKWV

2QJRLQJ GLIJLWL]DWLRQ HPSKDVL]HV WKH LPSRUWDQFH RI VHFXULQJ FRS\ULJKW SURWHFWLR

‘H PRQLWRU DQG GHIHQG RXU WUDGHPDUNV EDVHG RQ D VSHFLILF SROLF\ GHVLIJQHG WR SUL
FRPSHWLWLRQ

% SURGXFWLRQ DQG UbzZz PDWHULDOV

‘H KDYH RSWHG WR PDQXIDFWXUH WKH PDMRULW\ RI RXU SURGXFWYV LQ KRXVH 7KHUH DU}
PDQXIDFWXUH RI DFWLYH LQJUHGLHQWY WKH WUDQVIRUPDWLRQ RI WKRVH LQJUHGLHQWYV LC

2XU JHQHUDO SROLF\ LV WR SURGXFH RXU NH\ DFWLYH LQJUHGLHQWY DQG PDLQ GUXJ SURG
RQ H[WHUQDO VXSSOLHUV :H DOVR UHO\ RQ WKLUG SDUWLHV IRU WKH PDQXIDFWXUH DQG
PHGLFDO GHYLFHV $FWLYH LQJUHGLHQWY DUH PDQXIDFWXUHG XVLQJ UDZ PDWHULDOV VR.
VHOHFWLRQ DQG DSSURYDO SURFHGXUHV LQ DFFRUGDQFH ZLWK LQWHUQDWLRQDO VWDQGD
RI RXU SURGXFWLRQ XQGHU VXSSO\ FRQWUDFWY DVVRFLDWHG ZLWK DFTXLVLWLRQV RI SUF
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HVWDEOLVK D ORFDO SUHVHQFH WR FDSLWDOL]H RQ JURZWK LQ HPHUJLQJ PDUNHWYV 2XU S|
ORJLVWLFV SROLFLHV DV ZHOO DV PHHWLQJ RWKHU FULWHULD 6HH OO,WHP .H\ ,QIRUPDW

‘H DOVR REWDLQ DFWLYH LQJUHGLHQWYV IURP WKLUG SDUWLHV XQGHU FROODERUDWLRQ DJU
GHYHORSHG ZLWK 5HIJHQHURQ

2XU SURGXFWLRQ VLWHY DUH GLYLGHG LQWR WKUHH FDWHJRULHV

a JOREDO VLWHV ZKLFK VHUYH DOO PDUNHWYV ORFDWHG PDLQO\ LQ (XURSH WKHVH IDF!
LQJUHGLHQWY LQMHFWDEOH SURGXFWV DQG D QXPEHU RI RXU PDLQ VROLG IRUP SURGXF!

a UHJLRQDO VLWHV ZKLFK VHUYH PDUNHWY DW UHJLRQDO OHYHO JLYLQJ XV D VWURQJ LQG
a ORFDO VLWHV ZKLFK VHUYH WKHLU GRPHVWLF PDUNHW RQO\

6DQRIL 3BDVWHXU SURGXFHV YDFFLQHY DW YDULRXV VLWHV ZLWK WKH PDLQ ORFDWLRQV V1
DQG &KLQD 7KH SKDUPDFHXWLFDO VLWH DW /H 7UDLW )UDQFH DOVR FRQWULEXWHV WR 6D
IDFLOLWLHY DYDLODEOH IRU YDFFLQH PDQXIDFWXULQJ

$00 RI RXU SURGXFWLRQ IDFLOLWLHYVY DUH JRRG PDQXIDFWXULQJ SUDFWLFH *03 FRPSOLDQ'
2XU PDLQ VLWHYVY DUH DSSURYHG E\ WKH 86 )'$

a WKH 6SHFLDOW\ &DUH IDFLOLWLHYV LQ WKH 8QLWHG 6WDWHYV )UDPLQJKDP 0$ DQG 1RUWI
/H 7UDLW *HUPDQ\ )UDQNIXUW ,UHODQG :DWHUIRUG DQG %HOJLXP *HHO

a WKH *HQHUDO OHGLFLQHV IDFLOLWLHV LQ *HUPDQ\ )UDQNIXUW )UDQFH $UDPRQ 6LVWH
6LQJDSRUH -XURQJ DQG WKH 8QLWHG 6WDWHVY 5LGJHILHOG 1-

a WKH FKHPLFDO IDFLOLWLHYV SURGXFLQJ DFWLYH LQJUHGLHQWYV IRU WKLUG SDUWLHV LQ
(OEHXI *HUPDQ\ )UDQNIXUW DQG +XQJDU\ 8MSHVW

a WKH &RQVXPHU +HDOWKFDUH IDFLOLWLHV LQ )UDQFH &RPSL"JQH DQG WKH 8QLWHG 6WDW

a WKH 9DFFLQHV IDFLOLWLHY LQ )UDQFH ODUF\ Ox%WRLOH /H 7UDLW 9DO GH 5HXLO DQG 1
&DQDGD 7RURQWR

'KHUHYHU SRVVLEOH ZH VHHN WR KDYH PXOWLSOH SODQWV DSSURYHG IRU WKH SURGXFV
SURGXFWV WKLV LV WKHDRIV K S'L WRUNRY B DR H

,Q 0D\ *HQ]\PHXxV $OOVWRQ IDFLOLW\ LQ WKH 8QLWHG 6WDWHYV HQWHUHG LQWR D FRQVI
$0O0OVWRQ IDFLOLW\ ZDV GLYHVWHG EDVHG RQ FRQWUDFWXDO REOLJDWLRQV WKH SXUFKDV!
XQGHU WKH FRQVHQW GHFUHH

ORUH GHWDLOV DERXW RXU PDQXIDFWXULQJ VLWHV DUH JLYHQ EHORZ DW VHFWLRQ 00' 3UR

% ,QVXUDQFH DQG ULVN FRYHUDJH

'H DUH SURWHFWHG E\ ILYH PDLQ LQVXUDQFH SURJUDPY UHO\LQJ QRW RQO\ RQ WKH WUDGL
RQ RXU GLUHFW LQVXUDQFH FRPSDQ\ &DUUDLJ ,QVXUDQFH '$& &DUUDLJ

7KHVH ILYH NH\ SURJUDPV FRYHU 3URSHUW\ %XVLQHVV ,QWHUUXSWLRQ *HQHUDO 3URGXF
F\EHU DQG GLJLWDO ULVNV DQG 'LUHFWRUV 2IILFHUV /LDELOLW\

&DUUDLJ SDUWLFLSDWHY LQ RXU FRYHUDJH IRU YDULRXV OLQHV RI LQVXUDQFH LQFOXGL
BURGXFW /LDELOLW\ &DUUDLJ LV UXQ XQGHU WKH VXSHUYLVLRQ RI WKH ,ULVK DQG (XURS
KDV VXIILFLHQW UHVRXUFHV WR PHHW WKRVH SRUWLRQV RI RXU ULVNV WKDW LW KDV DJUHH

&DUUDLJ VHWV SUHPLXPV IRU RXU HQWLWLHY DW PDUNHW UDWHV &ODLPV DUH DVVHVVH
UHLQVXUDQFH FRPSDQLHVY DQG WKH FRPSDQ\xV UHVHUYHV DUH UHJXODUO\ YHULILHG DQG F

2XU 3URSHUW\ %XVLQHVYVY ,QWHUUXSWLRQ SURJUDP FRYHUV DOO RXU HQWLWLHV ZRUOGZL
SURJUDP RSHUDWHG E\ &DUUDLJ %\ VKDULQJ ULVN EHWZHHQ RXU HQWLWLHV WKLV DSSURI
WKH QHHGV RI ORFDO HQWLWLHV EHIRUH WKH PDUNHW DWWDFKPHQW SRLQW W DOVR LQFF
YLVLW VFKHGXOH FRYHULQJ RXU SURGXFWLRQ VWRUDJH UHVHDUFK DQG GLVWULEXWLRQ |
DFURVVY DOO VLWHYV

7KH 6 WRFN 7UDQVLW SURJUDP SURWHFWY DOO JRRGYV RZQHG E\ 6DQRIL ZKLOH WKH\ DUH L
RI WUDQVSRUW DQG DOO RXU LQYHQWRULHYV ZKHUHYHU WKH\ DUH ORFDWHG 6KDULQJ ULVI
GHGXFWLEOHYVY DW DSSURSULDWH OHYHOV IRU LQVWDQFH GLITHUHQWLDWLQJ EHWZHHQ JRR(
GR QRW :H KDYH GHYHORSHG D SUHYHQWLRQ SURJUDP ZLWK DVVLVWDQFH IURP H[SHUWV L
VLWHYV

2XU &\EHU 'LJLWDO LQVXUDQFH SURJUDP SURWHFWY RXU RSHUDWLRQV DJDLQVW ORVV RULJ
RI GDWD VHFXULW\ &HQWUDOL]HG WKURXJK &DUUDLJ WKH SURJUDP HQDEOHV XV WR VHW
HQWLWLHY EHIRUH WKH PDUNHW DWWDFKPHQW SRLQW

2XU *HQHUDO 3URGXFW /LDELOLW\ SURJUDP ZDV UHQHZHG LQ IRU DOO RXU VXEVLGLDUL
VR GHVSLWH UHOXFWDQFH LQ WKH LQVXUDQFH DQG UHLQVXUDQFH PDUNHW WR FRYHU SURC
\HDUV LQVXUHUV KDYH EHHQ UHGXFLQJ SURGXFW OLDELOLW\ FRYHU EHFDXVH RI WKH GLIII
VXEMHFW WR QXPHURXV FODLPV
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7KH SULQFLSDO ULVN H[SRVXUH IRU RXU SKDUPDFHXWLFDO SURGXFWV LV FRYHUHG ZLWK O
ULVN EHLQJ UHWDLQHG 7KH OHYHO RI ULVN VHOI LQVXUHG E\ 6DQRIL LQFOXGLQJ YLD &DUL
FRQWURO RYHU WKH PDQDJHPHQW DQG SUHYHQWLRQ RI ULVN 2XU QHJRWLDWLRQV ZLWK W
ULVNV ,Q SDUWLFXODU WKH\ DOORZ IRU GLIITHUHQWLDO WUHDWPHQW RI SURGXFWV LQ WKt
(XURSHDQ FRXQWULHYVY DQG WKH 8QLWHG 6WDWHYVY DQG IRU VSHFLILF LVVXHV DULVLQJ LQ FH
WKH 8QLWHG 6WDWHYVY &RYHUDJH LV DGMXVWHG HYHU\ \HDU WR WDNH DFFRXQW RI WKH UHO
RXW RI ELRWHFKQRORJLHY DQG QHZ WHFKQRORJ\ SODWIRUPV

2XU FRYHU IRU ULVNV WKDW DUH QRW VSHFLILF WR WKH SKDUPD ELRWHFK LQGXVWU\ JHQHL
RSHUDWLRQV

JRU DOO WKH LQVXUDQFH SURJUDPV KDQGOHG E\ &DUUDLJ RXWVWDQGLQJ FODLPV DUH FR
FODLPV LQFXUUHG EXW QRW SDLG DW WKH EDODQFH VKHHW GDWH ZKHWKHU UHSRUWHG RU
WKHUH LV VXIILFLHQW GDWD KLVWRU\ IURP 6DQRIL RU IURP WKH PDUNHW IRU FODLPV P
LQGHSHQGHQW DFWXDULHV O SUHSDUHV DQ DFWXDULDO HVWLPDWH RI RXU H[SRVXUH WR X
DQ DFWXDULDO YDOXDWLRQ RI WKH FRPSDQ\xV ,%15 ,QFXUUHG %XW 1RW 5HSRUWHG DQG
\HDU HQG 7ZR XOWLPDWH ORVV SURMHFWLRQV EDVHG XSRQ UHSRUWHG ORVVHV DQG SDLG
DFWXDULDO PHWKRGV LQFOXGLQJ WKH %YRUQKXHWWHU JHUJXVRQ PHWKRG WKRVH SURMHFW

7KH '"'LUHFWRUV 2IILFHUV /LDELOLW\ SURJUDP SURWHFWY DOO OHJDO HQWLWLHV XQGHU
LQYROYHG LQ WKLV SURJUDP

‘H DOVR RSHUDWH RWKHU LQVXUDQFH SURJUDPV EXW WKHVH DUH RI PXFK OHVVHU LPSRUWL

$00 RXU LQVXUDQFH SURJUDPV DUH EDFNHG E\ EHVW LQ FODVV LQVXUHUV DQG UHLQVXUHU\
QHZO\ DFTXLUHG EXVLQHVVHV ZLWKRXW LQWHUUXSWLRQ RI FRYHU 2XU FRYHU KDV EHHQ Gt
LQ WKH LQVXUDQFH PDUNHW %\ FHQWUDOL]LQJ RXU PDMRU SURJUDPV ZH DUH DEOH WR ¢
LQFUHDVH LQ D JOREDO PDUNHW ZLWK VHYHUH XSZDUG SULFH SUHVVXUH RYHU WKH ODVW W

% +HDOWK 6DIHW\ DQG (QYLURQPHQW

2XU PDQXIDFWXULQJ DQG UHVHDUFK RSHUDWLRQV DUH VXEMHFW WR LQFUHDVLQJO\ VWUL
UHJXODWLRQV 7KHVH ODZV DQG UHJXODWLRQV DUH FRPSOH[ DQG UDSLGO\ FKDQJLQJ DQG |
WKHP 7KLV LQYHVWPHQW ZKLFK DLPV WR UHVSHFW KHDOWK VDIHW\ DQG WKH HQYLURQPHC

$SSOLFDEOH HQYLURQPHQWDO ODZV DQG UHJXODWLRQV PD\ UHTXLUH XV WR HOLPLQDWH R
YDULRXV VLWHV 7KH VLWHV LQ TXHVWLRQ PD\ EHORQJ WR 6DQRIL DQG PD\ EH FXUUHQWO\
SDVW ,Q WKLV UHJDUG 6DQRIL PD\ EH KHOG OLDEOH IRU WKH FRVWV RI UHPRYDO RU UHPFL
FRQFHUQHG RU RQ VLWHV ZKHUH ZDVWH IURP DFWLYLWLHVY KDV EHHQ VWRUHG ZLWKRXW
FHUWDLQ FLUFXPVWDQFHV FDXVHG WKH SUHVHQFH RI WKH FRQWDPLQDQWY RU DW WKH WLF
ZDV DXWKRUL]JHG

$V LV WKH FDVH IRU D QXPEHU RI FRPSDQLHV LQ WKH SKDUPDFHXWLFDO FKHPLFDO DQG L
FRQWDPLQDWLRQ KDV RFFXUUHG DW VRPH RI RXU VLWHV LQ WKH SDVW DQG PD\ VWLOO RFF
PDLQO\ ORFDWHG LQ WKH 8QLWHG 6WDWHVY *HUPDQ\ )UDQFH +XQJDU\ ,WDO\ DQG WKH 8¢
VXUYH\V FRQGXFWHG RYHU WKH ODVW IHZ \HDUV GHWDLOHG DVVHVVPHQWY RI WKH ULVN R
DW FXUUHQW DQG IRUPHU 6DQRIL VLWHYV ,Q FRRSHUDWLRQ ZLWK QDWLRQDO DQG ORFDO I
UHTXLUHG DQG FDUULHV RXW VXFK ZRUN ZKHQ DSSURSULDWH /RQJ WHUP UHKDELOLWDWLR
LQ WKH 8QLWHG 6WDWHY )UDQNIXUW LQ *HUPDQ\ %ULQGLVL LQ ,WDO\ 'DJHQKDP LQ WKH ¢
/LPD\ 1HXYLOOH DQG 9LWU\ LQ JUDQFH DQG RQ D QXPEHU RI VLWHY GLYHVWHG WR WKL
JXDUDQWHHY JUDQWHG E\ 6DQRIL

:H PD\ DOVR KDYH SRWHQWLDO OLDELOLW\ IRU LQYHVWLIJDWLRQ DQG FOHDQXS DW VHYHUI
DOUHDG\ LGHQWLILHG DQG WR FRYHU FRQWUDFWXDO JXDUDQWHHV IRU HQYLURQPHQWDO OL
ZH KDYH SURYLGHG WKH ILQDQFLDO JXDUDQWHHYV IRU HQYLURQPHQWDO SURWHFWLRQ UHTXIL

SRWHQWLDO HQYLURQPHQWDO FRQWLQJHQFLHY DULVLQJ IURP FHUWDLQ EXVLQHVV GLYHVWL
VWDWHPHQWWD@RIL VSHQW PLOOLRQ RQ UHKDELOLWDWLQJ VLWHYV SUHYLRXVO\ FRQWDPL

'XH WR FKDQJHV LQ HQYLURQPHQWDO UHJXODWLRQV JRYHUQLQJ VLWH UHPHGLDWLRQ RXU
GXH WR WKH PXOWLSOH IDFWRUV LQYROYHG VXFK DV WKH FRPSOH[LW\ RI RSHUDWLRQDO RL
UHKDELOLWDWLRQ WHFKQLTXHV LQYROYHG WKH SODQQHG WLPHWDEOH IRU UHKDELOLWD!
DXWKRULWLHVY RU RWKHU SRWHQWLDOO\ UHVSRQVLEOH SDUWLHV DV LQ WKH FDVH RI PXOW
DQG WKH OHJDF\ REOLJDWLRQV DULVLQJ IURP WKH SDVW LQYROYHPHQW RI $YHQWLV LQ W|
TXDQWLI\ WKH IXWXUH LPSDFW RI WKHVH ODZV DQG UHJXODWLRQV ZLWK SUHFLVLRQ 6HH
,QGXVWULDO $FWLYLWLHVU

‘H KDYH HVWDEOLVKHG LQ DFFRUGDQFH ZLWK RXU FXUUHQW NQRZOHGJH DQG SURMHFWLF
FRQWUDFWXDO JXDUDQWHHV IRU HQYLURQPHQWDO OLDELOLWLHVY UHODWLQJ WR VLWHV W
FRPSUHKHQVLYH UHYLHZ LV FDUULHG RXW RQFH D \HDU RQ WKH OHJDF\ RI HQYLURQPHQWDC
DGMXVWHG RXU SURFLUDRQOHWRPEHU YHUVXV PLOOLRQHBENPEHU 7KH WHUPV RI FHUWI
EXVLQHVYV GLYHVWLWXUHVY DQG WKH HQYLURQPHQWDO REOLJDWLRQV DQG UHWDLQHG HQYL
WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

7R RXU NQRZOHGJH 6DQRIL GLG QRWIRQFXRQDERPGDOLBIQFHNVY LVQK FXUUHQW +6( ODZV DQG
H[SHFWHG WR VLJQLILFDQWO\ MHRSDUGL]H LWV DFWLYLWLHY ILQDQFLDO VLWXDWLRQ RU
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FRPSOLDQFH ZLWK FXUUHQW +6( ODZV DQG UHJXODWLRQV DQG WKDW DOO WKH HQYLURQP
REWDLQHG

5HIXODU +6( bDXGLWYVY DUH FDUULHG RXW E\ 6DQRIL LQ RUGHU WR DVVHVV FRPSOLDQFH ZLW
DQG WR LQLWLDWH FRUUHFWLYH PHDVXUHV ORQWRIYKW OPRXE LWKD®HU IRMBSAHHFE ILE YLVLWYV Z
ZLWK H[SHUWV UHSUHVHQWLQJ RXU LQVXUHUV

6DQRIL KDV LPSOHPHQWHG D ZRUOGZLGH PDVWHU SROLF\ RQ KHDOWK VDIHW\ DQG HQYL!
HPSOR\HHY DQG FRQWUDFWRUV ZRUNLQJ RQ LWV VLWHYV DQG UHVSHFW IRU WKH HQYLURQPI
RXU FRPPLWPHQW WR VRFLDO UHVSRQVLELOLW\ ,Q RUGHU WR LPSOHPHQW WKLV PDVWHU S
ILHOGV RI +6( PDQDJHPHQW +6( OHDGHUVKLS VDIHW\ LQ WKH ZRUNSODFH SURFHVV VDIHW
SURWHFWLRQ RI WKH HQYLURQPHQW +RZHYHU GHVSLWH WKHVH HIIRUWV 6DQRIL PD\ EH XQ'
PLWLIJDWH WKH KDUPIXO HIIHFWV RI LWV DFWLYLWLHV RQ WKH KHDOWK DQG VDIHW\ RI L
HQYLURQPHQW PRUH JHQHUDOO\ 6HH U,WHP % 5LVN )DFWRUVU IRU IXUWKHU LQIRUPDWLRC

+HDOWK

JURP WKH GHYHORSPHQW RI FRPSRXQGY WR WKH FRPPHUFLDO ODXQFK Rl QHZ GUXJV 6DQRI
SURGXFWV RQ KXPDQ KHDOWK 7KLV H[SHUWLVH LV PDGH DYDLODEOH WR HPSOR\HHV WKURX
ULVN DVVHVVPHQW 6D&RPLWOEEGHH ,8DOHXUV /LPLWRRP,IOWHHIHV EPYSRQVLEOH IRU WKH KI
DQG FODVVLILFDWLRQ RI DOO DFWLYH SKDUPDFHXWLFDO LQJUHGLHQWY DQG VIQWKHVLV LQ
LQJUHGLHQWY KDQGOHG LQ SURGXFWLRQ DW FRPSDQ\ VLWHV RU LQ SURFHVVHV VXE FRQW,
PDWHULDOV RU RWKHU VXEVWDQFHV WKDW ODFN HVWDEOLVKHG RFFXSDWLRQDO H[SRVXU
GHWHUPLQHV WKH RFFXSDWLRQDO H[SRVXUH OLPLWV UHTXLUHG ZLWKLQ 6DQRIL 2XU 75,%
DJHQWY DFFRUGLQJ WR WKHLU GHJUHH RI SDWKRJHQLFLW\ DQG DSSOLHV UXOHV IRU WKHL
WKURXJKRXW 6DQRIL 6HH U,WHP .H\ ,QIRUPDWLRQ O ' 5LVN )DFWRUV O (QYLURQPHQWDO
KDQGOLQJ Rl KD]JDUGRXV PDWHULDOV FRXOG DGYHUVHO\ DIIHFW RXU UHVXOWYVY RI RSHUDWLF

$SSURSULDWH RFFXSDWLRQDO K\JLHQH SUDFWLFHVY DQG SURJUDPV DUH GHILQHG DQG LPSOF}
FROQWDLQPHQW PHDVXUHV IRU FROOHFWLYH DQG LQGLYLGXDO SURWHFWLRQ DJDLQVW H[SRV
DJHQWY DUH KDQGOHG $00 SHUVRQQHO DUH PRQLWRUHG ZLWK DQ DSSURSULDWH PHGLFDC(
ULVN HYDOXDWLRQV OLQNHG WR WKHLU GXWLHYV

,Q DGGLWLRQ GHGLFDWHG UHVRXUFHV KDYH EHHQ FUHDWHG WR LPSOHPHQW WKH (8 5HJ
S5SHVWULFWLRQ RI &KHPLFDOV 5($&+ 7R I1XO0O\ FRPSO\ ZLWK WKH QHZ (XURSHDQ 5HJXODW
FKHPLFDOV 6DQRIL KDV UHJLVWHUHG WKH UHOHYDQW KD]DUGRXV FKHPLFDO VXEVWDQFHYV Z

6DIHW\

6DQRIL KDV ULJRURXV SROLFLHV WR LGHQWLI\ DQG HYDOXDWH VDIHW\ ULVNV DQG WR GHY|I
WKHLU HIILFDF\ $GGLWLRQDOO\ 6DQRIL LQYHVWYV LQ WUDLQLQJ WKDW LV GHVLJQHG WR LQ
WKHLU GXWLHVY 7KHVH SROLFLHVY DUH LPSOHPHQWHG RQ D ZRUOGZLGH VFDOH WR HQVXUH
SURMHFW ZKHWKHU LQ UHVHDUFK GHYHORSPHQW RU PDQXIDFWXULQJ LV VXEMHFW WR H)
DQG SURFHVV GDWD FRPPXQLFDWHG E\ WKH &29%$/,6 DQG 75,%,2 &RPPLWWHHYV GHVFULEHG
SULPDULO\ WR UHGXFH WKH QXPEHU DQG VHULRXVQHVV RI ZRUN DFFLGHQWY DQG WR PLQLF
HPSOR\HHV DV ZHOO DV RXU VXE FRQWUDFWRUYV

7KH J)UHQFK FKHPLFDO PDQXIDFWXULQJ VLWHV LQ $UDPRQ 6LVWHURQ DQG 9HUWROD\H DV Z
JUDQNIXUW *HUPDQ\ DQG WKH FKHPLFDO SURGXFWLRQ VLWH LQ %XGDSHVW +XQJDU\ DUH (
WKDW GHDOV ZLWK SRWHQWLDOO\ GDQJHURXV VLWHV WKURXJK D OLVW Rl DFWLYLWLHYV
DFFRUGDQFH ZLWK )UHQFK ODZ RQ WHFKQRORJLFDO ULVN SUHYHQWLRQ WKH )UHQFK VLWH
WKH WR[LF RU IODPPDEOH PDWHULDOV VWRUHG RQ WKH VLWHY DQG XVHG LQ WKH RSHUDWL(

5LVN DVVHVVPHQWY RI SURFHVVHVY DQG LQVWDOODWLRQV DUH GUDZQ XS DFFRUGLQJ WR VW
RI WKH DUW EHQFKPDUNYV IRU WKH LQGXVWU\ 7KHVH DVVHVVPHQWY DUH XVHG WR IXOILOO
DWWHQWLRQ LV SDLG WR DQ\ ULVN JHQHUDWLQJ FKDQJHV VXFK DV SURFHVV RU LQVWDOO
WUDQVIHUV EHWZHHQ LQGXVWULDO RU UHVHDUFK XQLWYV

‘H KDYH VSHFLDOL]HG SURFHVV VDIHW\ WHVWLQJ ODERUDWRULHV WKDW DUH IXOO0O\ LQWHJUL
REWDLQ WKH SK\WLFR FKHPLFDO SDUDPHWHUV RI PDQXIDFWXUHG FKHPLFDO VXEVWDQFHV L
DQG DSSO\ PRGHOV WR PHDVXUH WKH HIIHFW RI SRWHQWLDOO\ OHDFKDEOH VXEVWDQFHV 1
SDUDPHWHUV IRU TXDOLI\LQJ KD]JDUGRXV UHDFWLRQV DUH DOVR GHWHUPLQHG LQ RUGHU W
GHYHORSPHQW VWDJH WR LQGXVWULDO VFDOH :H XVH WKHVH GDWD WR HQKDQFH WKH UHOF

‘H EHOLHYH WKDW WKH VDIHW\ PDQDJHPHQW V\VWHPV LPSOHPHQWHG DW HDFK VLWH WKH
PHWKRGY LPSOHPHQWHG DV ZHOO DV RXU WKLUG SDUW\ SURSHUW\ LQVXUDQFH SROLFLHV F
OHJDO UHTXLUHPHQWY DQG WKH EHVW SUDFWLFHV LQ WKH LQGXVWU\ DOWKRXJK QR JXDUD
NLQGYV

(QYLURQPHQW

‘H KDYH FRPPLWWHG WR DQ DPELWLRXV SROLF\ DLPHG DW OLPLWLQJ WKH GLUHFW DQG LQG!|
WKH OLIH F\FOH RI RXU SURGXFWV :H KDYH LGHQWLILHG ILYH PDMRU HQYLURQPHQWDO
HPLVVLRQV DQG FOLPDWH GLVUXSWLRQ ZDWHU SKDUPDFHXWLFDOV LQ WKH HQYLURQPHQW

7KH LQLWLDWLYHYVY DOUHDG\ LPSOHPHQWHG VLQFH DUH FRQWLQXLQJ DQG ZH KDYH EHH
ORELOL]DWLRQ SURJUDP 5HIOHFWLQJ RXU HQYLURQPHQW VWUDWHJI\ RXW WR WKH
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HQYLURQPHQWDO LPSDFWV DFURVV WKH HQWLUH YDOXH FKDLQ 3O0ODQHW ORELOL]DWLRQ LV
GHILQLQJ REMHFWLYHVY DQG HQJDJLQJ ZLWK H[WHUQDO SDUWQHUV

&RPSDUHG ZLWK ILJXUHV ZH DUH XQGHUWDNLQJ WR UHGXFH RXU FDUERQ HPLVVLRQV E
VWDWXV E\ RQ RXU VFRSH GLUHFW DQG LQGLUHFW HPLVVLRQV IRU DOO DFWLYLW
VXVWDLQDEOH ZDWHU UHVRXUFH PDQDJHPHQW HVSHFLDOO\ DW VLWHV ZKLFK DAH KOG HU K\
UHGXFHGBRIZVVLRQV E\ VFRSH DQG DQG ZDWHU FRQVXPSWLRQ E\

2YHUDOO ZDVWH UHF\FOLQJ DW VLWHYV LV DOUHDG\ DERYH DQG LV H[SHFWHG WR EH PRU
GURSSHG WR DW WIDHBI@® RDYH FRPPLWWHG WR PRYH WRZDUGV D PD[LPXP RI E\ %
VLWHYV LV DOVR D SULRULW\ ZLWK WKH DLP RI PDNLQJ DOO HPSOR\HHV DZDUH RI WKLV FKD
SODQV DW SULRULW\ VLWHYV

J)LQDOO\ ZH DUH SXUVXLQJ WKH SROLF\ ZH EHJDQ LQ RI PDQDJLQJ SKDUPDFHXWLFDO SU|
$W WKH HQGIRAO SULRULW\ SURGXFWLRQ VLWHYV KDYH D OLIH F\FOH PDQDJHPHQW SODQ
,Q OLQH ZLWK WKLV DSSURDFK ZH KDYH FRPPLWWHG WR WKH U5RDGPDS $05 U LQLWLEL

DQWLELRWLFV 7KH LQLWLDWLYH EULQJV WRJHWKHU WKLUWHHQ RI WKH PDMRU SOD\HUV
UHIHUHQFH JXLGHV DQG PHWKRGRORJLHV IRU VXVWDLQDEOH PDQDJHPHQW RI DQWLELRWLI
VSHFLILF FRPPLWPHQW ZLWK UHVSHFW WR DQWLELRWLF SURGXFWLRQ VLWHV WKDW DUH F
GHILQLWLRQ DQG GHSOR\PHQW RI D VKDUHG IUDPHZRUN IRU PDQDJLQJ SRWHQWLDO ZDV\
WKUHVKROGYV 6HH U&DXWLRQDU\ VWDWHPHQW UHJDUGLQJ IRUZDUG ORRNLQJ VWDWHPHQWV

& 2UJDQL]DWLRQDO 6WUXFWXUH

& 6LIQLILFDQW 6XEVLGLDULHV

6DQRIL LV WKH KROGLQJ FRPSDQ\ RI D FRQVROLGDWHG JURXS FRQVLVWLQJ RI DOPRVW
VXEVLGLDU LHWHPE HU JRU D IXOOHU OLVW RI WKH SULQFLSDO FRPSDQLHV LQ RXU FR
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG LQ WKLV DQQXDO UHSRUW DW ,WHP

‘DWH RI &RXQWU\ RI JLQDQFLDO DQG
6LIJQLILFDQW VXEVLGLDU\ LQFRUSRUDWLRIQQFRUSRUDWLRQQULQFLSDO DFWLRWWQRJ LQWHUHVW
$YHQWLV ,QF -X 0\ 8QLWHG 6WDWHSKDUPDFHXWLFDOV

*HQ]J\PH &RUSRUDWLRQ 1RYHPEHU 8QLWHG 6WDWHSKDUPDFHXWLFDOV

*HQJ\PH (XURSH % 9 2FWREHU 1HWKHUODQGV 3KDUPDFHXWLFDOV

+RHFKVW *PE+ -X 0\ *HUPDQ\ 3KDUPDFHXWLFDOV

6DQRIL $SYHQWLY 'HXWVFKODQG *PE+ -XQH *HUPDQ\ 3KDUPDFHXWLFDOV

6DQRIL $YHQWLY 3DUWLFLSDWLRQV BSBUXDU\ JUDQFH 3KDUPDFHXWLFDOV

6DQRIL $YHQWLY 6LQJDSRUH 3WH /WG 0D\ 6LQJDSRUH 3KDUPDFHXWLFDOV

6DQRIL %LRWHFKQRORJ\ 'HFHPEHU JUDQFH 3KDUPDFHXWLFDOV

6DQRIL )RUHLJQ 3DUWLFLSDWLRQV % 9$SULO 1HWKHUODQGV 3KDUPDFHXWLFDOV

6DQRIL :LQWKURS ,QGXVWULH '"HFHPEHU JUDQFH 3KDUPDFHXWLFDOV

6DQRIL 3DVWHXU ,QF -DQXDU\ 8QLWHG 6WDWHSKDUPDFHXWLFDOV

6LQFH ZH KDYH WUDQVIRUPHG 6DQRIL WKURXJK QXPHURXV DFTXLVLWLRQV VHH U$ +L\
SDUWLFXODU WKRVH RI *HQJ\PH LQ $SULO %RHKULQJHU ,QJHOKHLP %, &RQVXPHU +HD
$EO\Q[ LQ -XQH 6\QWKRU[ LQ -DQXDU\ 3ULQFLSLD LQ 6HSWHPEHU 7UDQVODWH %
7KH ILQDQFLDO HIIHFWV RI WKH *HQJ\PH DFTXLVLWLRQ DUH SUHVHQWHG LQ 1RWH ' WR R
"HFHPEHU LQFOXGHG LQ RXU DQQXDO UHSRUW RQ )RUP ) IRU WKDW \HDU $W WKH
NQRZQ DV OHUFN LQ WKH 8QLWHG 6WDWHV DQG &DQDGD HQGHG WKHLU 6DQRIL 3DVWHXU |
GLYHVWPHQW DFTXLVLWLRQ DUH SUHVHQWHG LQ 1RWH WR RXU FRQVROLGDWHG ILQD¢
LQFOXGHG LQ RXU DQQXDO UHSRUW RQ )RUP ) IRU WKDW \HDU 2Q -DQXDU\ 6DQRIL I
WUDQVDFWLRQ DJUHHG LQ -XQH LQYROYLQJ WKH H[FKDQJH RI 6DQRILxV $QLPDO +HDC
EXVLQHVV 7KH ILQDQFLDO HIIHFWV RI WKLV WUDQVDFWLRQ DUH SUHVHQWHG LQ 1RWH '\
"HFHPEHU LOQFOXGHG LQ RXU DQQXDO UHSRUW RQ )RUP ) IRU WKDW \HDU 7KH |
DFTXLVLWLRQV DUH SUHVHQWHG LQ 1RWH ' WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHF
DQQXDO UHSRUW RQ )RUP ) IRU WKDW \HDU 7KH ILQDQFLDO HIIHFWV LQ RI WKH 6\QWK
LQ RI WKH .\PDE .LDGLV 7LGDO 7UDQVODWH %LR .DGPRQ DQG 2ULJLPP DFTXLVLWLR

FRQVROLGDWHG ILQDQFLDO VWDWHPREHUV IRUQFOXGHBULRQBKIKE DQQXDO UHSRUW RQ )RUP

,Q FHUWDLQ FRXQWULHV ZH FDUU\ RQ VRPH RI RXU EXVLQHVV RSHUDWLRQV WKURXJK MRLQ
LQWR ZRUOGZLGH FROODERUDWLRQ DJUHHPHJW S UDIOKKEDEAIH QWY RID D B O/R WWYRIBRW R UIMDKOHNJU C
LQIRUPDWLRQ UHIHU WR 1RWH & U3ULQFLSDO $00LDQFHVU WR RXU FRQVROLGDWHG ILQDQF
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& , QWHUQDO RUJDQL]DWLRQ RI DFWLYLWLHYV

6DQRIL DQG LWV VXEVLGLDULHVY FROOHFWLYHO\ IRUP D JURXS RUJDQL]JHG DURXQG WKUHH D
&DUH 9DFFLQHV DQG &RQVXPHU +HDOWKFDUH

'LWKLQ 6DQRIL UHVSRQVLELOLW\ IRU UHVHDUFK DQG GHYHORSPHQW 5 ' LQ WKHLU UHVSHEF
SKDUPDFHXWLFDOV DQG ZLWK 6DQRIL 3SDVWHXU DQG 6DQRIL 3DVWHXU ,QF LQ 9DFFLQHV +F
SULRULWLHYVY DUH VHW DQG 5 ' HIIRUWV FRRUGLQDWHG RQ D ZRUOGZLGH VFDOH ,Q IXOIl
VXEFRQWUDFW 5 ' WR WKRVH RI WKHLU VXEVLGLDULHY WKDW KDYH WKH QHFHVVDU\ UHVRXUI
WUDGHPDUNV WR FHUWDLQ RI WKHLU )UHQFK DQG IRUHLJQ VXEVLGLDULHVY 7KRVH OLFHQVH
PDMRULW\ RI RXU SURGXFWYVY HLWKHU GLUHFWO\ RU YLD ORFDO GLVWULEXWLRQ HQWLWLHV

2XU LQGXVWULDO SURSHUW\ ULJKWV SDWHQWY DQG WUDGHPDUNY DUH PDLQO\ KHOG E\ WKF

a SKDUPDFHXWLFDOV 6DQRIL 6DQRIL ODWXUH ,3 DQG 6DQRIL %LRWHFKQRORJ\ 6%6 )UDQFI
$EO\Q[ %HOJLXP *HQ]J\PH &RUSRUDWLRQ %LRYHUDWLY ,QF

a YDFFLQHV 6DQRIL 3DVWHXU )UDQFH 6DQRIL 3IDVWHXU ,QF 86 DQG 7UDQVODWH %LR 8¢

JRU D GHVFULSWLRQ RI RXU SULQFLSDO LWHPV RI SURSHUW\ SODQW DQG HTXLSPHQW VHH
SODQW DQG HTXLSPHQW LV KHOG PDLQO\ E\ WKH IROORZLQJ FRPSDQLHV

4 LQ JUDQFH 6DQRIL 3DVWHXU 6$ 6DQRIL &KLPLH 6DQRIL :LQWKURS ,QGXVWULH DQG 6DQR
LQ WKH 8QLWHG 6WDWHYV 6DQRIL 3DVWHXU ,QF *HQ]\PH 7KHUDSHXWLFV 3URGXFWYV /3 *H
LQ *HUPDQ\ 6DQRIL $YHQWLY '"HXWVFKODQG *PE+

LQ &DQDGD 6DQRIL 3DVWHXU /LPLWHG

LQ %HOJLXP *HQ]\PH )ODQGHUV %9%$ DQG

LQ ,UHODQG *HQ]J\PH ,UHODQG /LPLWHG

Qo @ Q@

& )JLQODQFLQJ DQG ILQDQFLDO UHODWLRQVKLSY EHWZHHQ JU

7KH 6DQRIL SDUHQW FRPSDQ\ UDLVHV WKH EXON RI WKH &RPSDQ\xV H[WHUQDO ILQDQFLQJ I
WKH ILQDQFLQJ QHHGV RI LWV VXEVLGLDULHVY 7KH SDUHQW FRPSDQ\ RSHUDWHV D FDVK SR
VXEVLGLDULHYV LV PDQDJHG FHQWUDOO\ 7KHUH LV DOVR D FHQWUDOL]HG IRUHLJQ H[FKDQ.
FRPSDQ\ FRQWUDFWY KHGJHV WR PHHW WKH QHHGV RI LWV SULQFLSDO VXEVLGLDULHV

&RQVHTXHQH¥FG P DHA WKH 6DQRIL SDUH@\® RRRSOQMNVHUQDO |ILFOIEPLY Y PQSOXV FDVK

6DQRIL (XURSHDQ 7UHDVXU\ &HQWHU 6% 6(7& D RZQHG 6DQRIL VXEVLGLDU\ LQFRUSRI
GHGLFDWHG WR SURYLGLQJ ILQDQFLQJ DQG YDULRXV ILQDQFLDO VHUYLFHV WR RXU VXEVLGI

' BURSHUW\ SODQW DQG HTXLSPHQW

' 2YHUYLHZ

2XU KHDGTXDUWHUVY DUH ORFDWHG LQ 3DULV )UDQFH 6HH UO 2I1ILFH 6SDFHU EHORZ

‘H RSHUDWH RXU EXVLQHVV WKURXJK RIILFH SUHPLVHY DQG UHVHDUFK SURGXFWLRQ DQG O
ZRUOG 2XU RIILFH SUHPLVHV KRXVH DOO RI RXU VXSSRUW IXQFWLRQV SOXV RSHUDWLRQDO

$ EUHDNGRZQ RI RXU VLWHV E\ XVH DQG E\ RZQHUVKLS VWDWXV RZQHG YHUVXV OHDVHKF
VXUIDFH DUHD $00 VXUIDFH DUHD ILJXUHYVY DUH XQDXGLWHG

%UHDNGRZQ RI VLWHV E\ XVH %UHDNGRZQ RI VLWHV E\ RZQHUVKLS VWDWXV
,QGXVWULDO /HDVHKROG

5HVHDUFK 2ZQHG

21ILFHV

/IRJILVWLFV

2WKHU

' '"HVFULSWLRQ RI RXU VLWHYV

6DQRIL LQGXVWULDO VLWHYV

$V SDUW RI WKH SURFHVV RI WUDQVIRUPLQJ 6DQRIL DQG FUHDWLQJ *OREDO %XVLQHVV 8Q
,QGXVWULDO $IIDLUV GHSDUWPHQW LQ VXSSRUW RI RXU QHZ EXVLQHVV PRGHO

7KH ,QGXVWULDO $IIDLUV GHSDUWPHQW IRFXVHV RQ FXVWRPHU QHHGY DQG VHUYLFH TXDC
PDQXIDFWXULQJ SUDFWLFHVY DQG WKH GHYHORSPHQW RI D FRPPRQ FXOWXUH FRPPLWWHG W
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,Q ,QGXVWULDO $I1IDLUV PRGLILHG LWV RUJDQL]DWLRQ WR DOLJQ RQ WKH QHZ *OREDO %
OHGLFLQHVY 9DFFLQHV DQG &RQVXPHU +HDOWK &DUH
,Q JHEUXDU\ ZH DQQRXQFHG D SODQ WR FUHDWH D PDMRU OHDGLQJ (XURSHD®@FWERSBQ\ |

SKDUPDFHXWLFDO LQJUHGLHQWYV $3, WR WKLUG SDUWLHV DV ZHOO DV WR 6DQRIL 7KLV L
FRPPHUFLDO DQG GHYHORSPHQW DFWLYLWLHY ZLWK VL[ Rl RXU (XURSHDQ $3, SURGXFWLR
+DYHUKLOO 8. BDLQW $XELQ OHV (OEHXI )UDQFH &MSSHS/@D G XWJIJSUR F HDHGEL QH LDV RIDDMOIR X XAF
FDUYH RXW WR (852$3, D 6DQRIL VXEVLGLDU\ RI WKH UHOHYHQW DFWLYLWLSY K2YRQJ EH
(XURQH[W 3DULV LV HQYLVDJHG LQ WKH ILUVW KDOI RI VXEMHFW WR PDUNHW FRQGLWLR

7KH ,QGXVWULDO $IIDLUV GHSDUWPHQW LV DOVR UHVSRQVLEOH IRU 6DQRIL *OREDO +6( DQG
$W WKH HQGZM ZHUH FDUU\LQJ RXW LQGXVWULDO SURGXFWLRQ DW VLWHV LQ FRXQWULF
a VLWHV IRU RXU 6SHFLDOW\ &DUH RSHUDWLRQV

a VLWHV IRU RXU *HQHUDO OHGLFLQHV RSHUDWLRQV

a4 VLWHV IRU RXU 7KLUG 3DUW\ $3, RSHUDWLRQV

4 VLWHV IRU RXU &RQVXPHU +HDOWKFDUH RSHUDWLRQV DQG

a4 VLWHVY IRU WKH LQGXVWULDO RSHUDWLRQV RI 6DQRIL 3DVWHXU LQ YDFFLQHYV

7KH TXDQWLW\ Rl XQLVQF ®RGIGRUQA Q KRXVH DQG RXWVRXUFHG SURGXFWLRQ ZDV ELOOLRG
a 3KDUPDFHXWLFDOV ELOOLRQ XQLWV

a4 &RQVXPHU +HDOWKFDUH ELOOLRQ XQLWV DQG

a 9DFFLQHV PLOOLRQ ER[HV

‘H EHOLHYH WKDW RXU SURGXFWLRQ |IDFLRDMWHUBIVD DUWHIROMPRPREW\LDYFXNLUHWK @OW DUH SU|
JHQHUDOO\ VXLWDEOH IRU IXWXUH QHHGV :H UHJXODUO\ LQVSHFW DQG HYDOXDWH WKRVH
VHEXULW\ PDWWHUV TXDOLW\ FRPSOLDQFH DQG FDSDFLW\ XWLOL]DWLRQ )RU PRUH LQIRUP
WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHMZ ORWWKLD D\ QRRER

2XU PDLQ SURGXFWLRQ VLWHV E\ YROXPH DUH
a /H7UDLW )UDQFH )UDQNIXUW *HUPDQ\ :DWHUIRUG ,UHODQG *HHO %HOJLXP DQG )UD

a $UDPRQ 6LVWHURQ DQG $PEDU"V )UDQFH )JUDQNIXUW *HUPDQ\ &VDQ\LNYJOJ\ +XQJD
-XURQJ 6LQJDSRUH DQG +DQJ]KRX &KLQD IRU *HQHUDO OHGLFLQHV SURGXFWYV

a &RPSL"JQH DQG /LVLHX[ )UDQFH &RORJQH *HUPDQ\ 2ULJJLR ,WDO\ &KDWWDQRRJD
&RQVXPHU +HDOWKFDUH SURGXFWV DQG

4 ODUF\ Ox%WRLOH DQG 9DO GH 5HXLO )UDQFH 7RURQWR &DQDGD 6ZLIWZDWHU 8QLWHG
5HVHDUFK "HYHORSPHQW VLWHYV

,Q 3KDUPDFHXWLFDOV UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHY DUH FRQGXFWHG DW WK
a IRXU RSHUDWLRQDO VLWHV LQ J)UDQFH &KLOO\ 0D]DULQ /RQJMXPHDX ORQWSHOOLHU 6WU
a4 WKUHH VLWHV LQ WKH UHVW RI (XURSH *HUPDQ\ %HOJLXP DQG WKH 1HWKHUODQGY WKH
a VL[ VLWHV LQ WKH 8QLWHG 6WDWHY %ULGJHZDWHU &DPEULGJH )UDPLQJKDP :DOWKDP *U
a LQ $VLD WKUHH VLWHV LQ &KLQD %HLMLQJ 6KDQJKDL DQG &KHQJGX

9DFFLQHY UHVHDUFK DQG GHYHORSPHQW VLWHYV DUH

a4 6ZLIWZDWHU &DPEULGJH DQG 2UODQGR 8QLWHG 6WDWHYV

4 ODUF\ Ox%WRLOH /\ARQ )UDQFH DQG

a TRURQWR &DQDGD

' $FTXLVLWLRQV FDSLWDO H[SHQGLWXUHY DQG GLYHVWLW)
7KH FDUU\LQJ DPRXQW RI RXU SURSHUW\HF$®PEGW DQGDATXLSPRQ@OIRY 'XULDH

LQYHVWHGPLOOLRQ VHH 1RWH * WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQF
LQFUHDVLQJ FDSDFLW\ DQG LPSURYLQJ SURGXFWLYLW\ DW RXU YDULRXV SURGXFWLRQ DQG
2XU SULQFLSDO DFTXLVLWLRQV FDSLWDO H[SH@®IGNXDUM CRGFOGLEHGWMLQVXRWWYV Q ' U
WKH VFRSH RI FRQVROLGDWLRQU ' USURSHUW\ SODQW DQG HTXLSPHQWU DQG ' U*RI
ILODQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLV DQQXDO UHSRUW

$V 'HFHPEHU RXU ILUP FRPPLWPHQWY LQ UHVSHFW RI IX\W} PLOOLRQ 7KH SUL®@PRUSHD\O L

LQYROYHG ZHUH IRU WKH 3KDUPDFHXWLFDOV VHIPHQW WKH LQGXVWULDO IDFLOLWLHV D'
DQG $PEDUHV )UDQFH &DPEULGJH 8QLWHG 6WDWHV *HHO %HOJLXP 2ULJJLR $QDJQL

VHIPHQW WKH IDFLOLWLHV DW 6ZLIWZDWHU 8QLWHG 6WDWHYV 7RURQWR &DQDGD ODUF\
6LQJDSRUH
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,Q WKH PHGLXG DVVXPLQJ QR FKDQJHV LQ WKH VFRSH RI FRQVROLGDW ELOOLRQ TFWHID/R L
SURSHUW\ SODQW DQG HTXLSPHQW :H EHOLHYH WKDW RXU RZQ FDVK UHVRXUFHV DQG WK
VXIILFLHQW WR IXQG WKHVH H[SHQGLWXUH

2XU SULQFLSDO RQJRLQJ FDSLWDO H[SHQGLWXUHY DUH GHVFULEHG EHORZ
6SHFLDOLW\ FDUH

2XU 6SHFLDOW\ &DUH LQGXVWULDO RSHUDWLRQV DUH RUJDQL]HG DURXQG WZR HQG WR HQG
/ARQ )UDQFH )UDQNIXUW *HUPDQ\ *HHO %HOJLXP DQG %RVWRQ $UHD 8QLWHG 6WDWH
6DQRIL DQG /RQ]D 6ZLW]HUODQG VHW XS LQ WR LQFUHDVH ELRSURGXFWLRQ FDSDFLW\
WHFKQLTXHV RQ ZKLFK ELRWHFK UHOLHV LQFOXGLQJ FHOO DQG PLFURELRORJLFDO FXOWXL
NQRZOHGJH DQG H[SHUWLVH EDFNHG E\ GHGLFDWHG SURGXFWLRQ SODWIRUPV WR VXSSRUW

7KH :DWHUIRUG DQG /H 7UDLW VLWHYV PD\QXIDFMXUH SUH ILOOHG 'XSL[HQW
*HQHUDO PHGLFLQHV

2XU *HQHUDO O0IGXVWULDO RSHUDWLRQV DUH RUJDQL]HG WKURXJK HQG WR HQG FOXVWHUV
VLWHV RUJDQL]JHG WKURXJK D QHWZRUN RI RYHU WHQIWRQBY NVQYS SRRIADLOD 1 JG R W K LID®D WK R/

7KLV QHZ RUJDQL]DWLRQ HQFRPSDVVHVY D GHGLFDWHG /DXQFK 6LWHYV FOXVWHU IURP $3, P
$UDPRQ $PEDU"V 6FRSSLWR

7KH J)UDQNIXUW IDFLOLW\ LV RXU SULQFLSDO VLWH IRU WKH PDQXIDFWXUH Rl GLDEHWHV WU
&RQVXPHU KHDOWKFDUH

7KH SKDUPDFHXWLFDO LQGXVWULDO RSHUDWLRQV RI RXU &RQVXPHU +HDOWKFDUH &+& E>
PDUNHWYVY DUH VXSSOLHG IURP RXU IDFLOLWLHYV DW &RPSL"JQH )UDQFH DQG &RORJQH *HL
YDULRXV PDQXIDFWXULQJ RSHUDWLRQV UHODWHG WR RXU DFTXLVLWLRQ RI %RHKULQJHU
DW &RPSL"JQH )UDQFH DQG 6X]DQR %UD]LO

O9DFFLQHV 6DQRIL 3DVWHXU

6DQRIL 3DVWHXUxXxV LQGXVWULDO RSHUDWLRQV DUH LQ D PDMRU LQYHVWPHQW SKDVH SUH
3HUWXVVLV +LE IUDQFKLVHV SOXV WKH PLG WHUP JURODMRU LQYHVWPHQWY ZHUHDF®GDRKXY
DQG ZLWK D QHZ (YROXWLYH )DFLOLW\ LQ JUDQFH 1HXYLOOH 6XU 6DRQH DQQ@VKGIWZ IDFI
PDMRU LQYHVWPHQWY DUH XQGHU ZD\ LQ JUDQFH LQFOXGLQJ FRQVWUXFWLRQ RI D QHZ LQ
SHUWXVVLV YDFFLQH EXLOGLQJ WKH 86 DQG OH[LFR

,QQRYDWLRQ DQG FXOWXUH RI LQGXVWULDO H[FHOOHQFH

7KH DPELWLRQ RI RXU ,QGXVWULDO $IIDLUV GHSDUWPHQW LV WR FRQWLQXH WR UDLVH TXD(
ZRUOG OHDGHU DQG D EHQFKPDUN LQ WKH JOREDO SKDUPDFHXWLFDO LQGXVWU\ 7R DFKLH
LQGXVWULDO H[FHOOHQFH HQVKULQHG LQ WKH 6DQRIL ODQXIDFWXULQJ 6\WWHP 7KLV VH\
FRQVWDQW LPSURYHPHQW VLWH QHWZRUN RSWLPL]DWLRQ DQG WUDQVYHUVH RSWLPL]DWLR
PXWXDO VXFFHVV

,Q WHUPV RI RSHUDWLRQDO H[FHOOHQFH ZH FRQWLQXH WR EXLOG RQ RXU 7RS '"HFLOH SHUII
GLJLWDO RSSRUWXQLWLHV

' 2IlLFH VSDFH

$v SDUW RI WKH WUDQVIRUPDWLRQ RI 6DQRIL ZH DUH XQGHUWDNLQJ PDMRU UHDO HVWDV
WRJHWKHU RQ VLQJOH VLWHV LQ QHZ ZRUNVSDFHV WKDW IDYRU DJLOLW\ FURVV IHUWLOL]L
DFKLHYLQJ D UHVSRQVLEOH HQYLURQPHQWDO IRRWSULQW

7KLY WUDQVIRUPDWLRQ RI ZRUNVSDFHV WR IOH[LEOH PRGH KDV DOUHDG\ UHDFKHG RYHU
VXSSRUW IRU RXU YDULRXVY RSHUDWLRQV WR DWWDLQ WKHLU REMHFWLYHYV 7KH UROORXW F
XQGHU zZD\ 7KHVH LQFOXGH SURMHFWYV LQ WKH *UHDWHU 3DWMHQXHJIGRQODJHOR®OEW SRIP GRH
VHYHQWHHQWK DUURQGLVVHPHQW RI 3DULVY DQG FORVXUH RI WKH &URL[ GH %HUQ\ VLWH
WKH 8QLWHG 6WDWHV ,Q ZH UHYLHZHG RXU XVH Rl RIILFH VSDFH WKURXJKRXW WKH Z
K\EULG ZRUNVSDFH LQLWLDWLYHY DQG WKH LPSDFW RI QHZ ZRUNSOBBHK) GHDRICKEL O \V KIHW V
FRQWLQXH WR GLYHVW VLWHVY WKDW DUH QRW FRUH WR RXU RQJRLQJ EXVLQHVV PRGHO

,WHP $ 8QUHVROYHG 6WDII &RPPHQWYV

14
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'WHP 2SHUDWLQJ DQG )LQDQFLDO 5HYL

<RX VKRXOG UHDG WKH IROORZLQJ GLVFXVVLRQ LQ FROQMXQFWLRQ ZLWK RXU FRQVROLGDWt
DQQXDO UHSRUW DW ,WHP

2XU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH ZLV
LVVXHG E\ WKH ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUGY %RDUG ,$6%WFBRBHALWK ,)56 HQC

7KH IROORZLQJ GLVFXVVLRQ FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWY WKDW LQYROYH
PDWHULDOO\ IURP WKRVH FRQWDLQHG LQ VXFK IRUZDUG ORRNLQJ VWDWHPHQWY 6HH U&DX
DW WKH EHJLQQLQJ Rl WKLV GRFXPHQW

8QOHVV RWKHUZLVH VWDWHG DOO ILQDQFLDO YDULDWLRQV LQ WKLV LWHP DUH JLYHQ RQ D

7KH GLVFXVVLRQ RI RXU RSHUDWLQJ DQG ILQDQFLDO UHYLHZ D Q GDS\ER WEHPEW UR F DK H \HD L
EH IRXQG LQ 3DUW , ,WHP RI RXU )RUPLQFOXBH®RQ SDHFVKQWDWLRQ RI RXU FRQVROLGDYV
\HDUV HQGHG 'HFHPEHDQG 'HFHPEHU LQ U,WHP o s 5HVXOWV RI RSHUDWLRQVU RI
RQ ODUFK

$ 2SHUDWLQJ UHVXOWYV

$ 6B6LJOQLILFDQW RSHUDWLQJ LQIRUPDWLRQ

$ 2YHUYLHZ

'XULQJ 6DQRIL FRQWLQXHKGODMR WRYWQMHOW\LWEZYROYLQJ PDMRU GHFLVLRQV DQG SRVLW
UHEXLOG WKH FRPSHWLWLYH PDUJLQV QHFHVVDU\ IRU 6DQRIL WR FRQWLQXH WR GHOLYHU I
IRFXV RQ JURZWK OHDG ZLWK LQQRYDWLRQ DFFHOHUDWH HIILFLHQF\ DQG UHLQYHQW KRZ
U0 ,WHP 0 % 6WUDWHJI\0U 2WKHU VLIJQLILFDQW HYHQWYV RI WKH \HDU DUH GHVFULEHG EH

2Q -DQXDU\ 6DPIE DF®LQLFDO VWDJH ELRSKDUPDFHXWLFDO FRPSDQ\ GHYHORSLQJ |
D IRFXV RQ LPPXQH PHGLDWHG GLVHDVHY DQG LPPXQR RQFRORJ\ WKHUDSHXWLFV DQQRXQ
ZKLFK 6DQRIL ZRXOG DFTXLUH .\PDE IRU DQ XSIURQW SD\PHQW RI DSSUR[LPDWHO\ ELOOL
Rl FHUWDLQ GHYHORSPHQW PLOHVWRQHV 2Q $SULO 6DQRIL DQQRXQFHG WKDW LW
UHWDLQLQJ IXO0 JOREDO ULJKWV WR .< D IXOO\ KXPDQ PRQRFORQDO DQWLERG\ WKDW W
SRWHQWLDO WR WUHDW D ZLGH YDULHW\ RI LPPXQH PHGLDWHG GLVHDVHV DQG LQIODPPDWR
2Q -DQXDU\ 6DQR(B5XNI,IDMOMEH QDPH RI WKH IXWXUH LQGXVWU\ OHDGLQJ (XURSH
GHYHORSPHQW SURGXFWLRQ DQG PDUNHWLQJ RI DFWLYH SKDUPDFHXWLFDO LQJUHGLHQ
.DUO 5RWWKLHU DV WKH &KLHI ([HFXWLYH 2IILFHU RI (852$3, HIIHFWLYH -DQXDU\ $Q ¢
RI VXEMHFW WR PDUNHW FRQGLWLRQV DQG REWDLQLQJ UHTXLUHG PDUNHW DXWKRULW\ |
2Q JHEUXDU\ 6DQRIL DQQRXQFHG DQ D OLD 6 MKID RHNH UWWRRD B DXL K R OMGKIHIMI RAKDUHY DW L
FXP GLYLGHQG &RPSOHWLRQ RI WKH DFTXLVLWLRQ ZDV DQQRXQFHG RQ $SULO L

GHYHORSLQJ QDWXUDO NLOOHU 1. FHOO WKHUDSLHV IRU SDWLHQWYV ZLWK SRWHQWLDOO\
FDQFHU FHOOV DQG KDYH EURDG DSSOLFDWLRQ DFURVV YDULRXV WXPRU W\SHV .LDGLVxV
FRPELQDWLRQ ZLWK 6DQRILxV H[LVWLQJ SLSHOLQH DQG SODWIRUPV

2Q ODUFK 6DQRIL DQQRXQFHG DQ LQYHVWPHQW RHRWHIFF L Q H LRDIDR Q FWVBKWFLAQRIWADUF X
H[LVWLQJ VLWH LQ 7RURQWR &DQDGD 7KH QHZ IDFLOLW\ ZLOO SURYLGH "DELGKWRR®DO DI
TXDGULYDOHQW LQIOXHQ]D YDFFLQH KHOSLQJ WR LQFUHDVH VXSSO\ DYDLODELOLW\ LQ &D ¢
IDFLOLW\ WR EH RSHUDWLRQDO LQ IROORZLQJ GHVLIQ FRQVWUXFWLRQ" WIHKWREH DQG
TXDGULYDOHQW LQIOXHQ]D YDFFLQH LV FXUUHQWO\ PDQXIDFWXUHG H[FOXVLYHO\ E\ 6DQR
6ZLIWZDWHU 3HQQV\OYDQLD VLWH LQ WKH 8QLWHG 6WDWHVY 6DQRIL 3DVWHXU KDV DQ R
FDSDELOLWLHVY IRU LQIOXHQ]D YDFFLQHV 7ZR QHZ IDFLOLWLHV LQ 6ZLIWZDWHU DQG LQ 9DC

2Q $SULO 6DQRILxV &KLHI ([HFXWLYH 2IILFHU 3DX0O +XGVRQ RXWOLQHG VHYHUDO NH\
WKH LPSDRWUSRWDWH 6RFLDO 5B§¥5RQOWUBMWHIW\ (PEHGGHG LQ 6DQRIL V ORQJ WHUP VWUDW!
LV EDVHG RQ IRXU SLOODUV LQ ZKLFK 6DQRIL LV ZHOO SRVLWLRQHG WR PDNH D GLIIHUHQFI
SUHVHUYDWLRQ RI WKH HQYLURQPHQW DQG LQFOXVLRQ DQG GLYHUVLW\ RI LWV HPSOR\HH
2YHUYLHZ O 6WUDWHJI\O

2Q $sSULO 6D QRILGDET X KHKHG PHXWIYHDY'WHO\ RZQHG SUH FOLQLFDO VWDJH ELRWHFK FRI
DSSURDFK IRU LQ YLYR UHSURJUDPPLQJ RI LPPXQH FHOOV 7KH QHZ WHFKQRORJ\ SODWIRUF
RQFRORJ\ DQG LQIODPPDWRU\ GLVHDVHYVY DQG PD\ KDYH DSSOLFDELOLW\ WR RWKHU GLVHDYV
XSIURQW SD\PHQW RI PLOOLRQ DQG XS WR PLOOLRQ FRQWLQJHQW XSRQ DWWDLQPHQ\

2Q $SULO 6DQRIL DQQRXQFHG D PLOOLRQ LQYHVWPHQY\D RFLHIH | BUIR G X B WXDRDR F FILQF
6LQIJDSRUH SXVKLQJ WKH ERXQGDULHV RI RSHUDWLRQV WKURXJK FXWWLQJ HGJH GLJLW
6LQJDSRUH (FRQRPLF 'HYHORSPHQW %RDUG (‘% WKH QHZ VLWH ZLOO PDLQO\ VXSSO\ W
PDQXIDFWXULQJ FDSDFLWLHV LQ (XURSH DQG 1RUWK $PHULFD
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2Q 0D\ 6DQRIL HQWHUHG LQWR D WKUHH MDD LRHMH B Q E XK HHRO.O\D ESHEKBRN BIRKK B HVBK HF LAY KD
ZRUN WR DGYDQFH WKH XQGHUVWDQGLQJ RI LPPXQRORJ\ DQG LQIODPPDWLRQ WKURXJK RS
IXQGLQJ DQG VFLHQWLILF LOQSXWV LQWR SURMHFWYV RI PXWXDO LQWHUHVW FURVVLQJ PX
LQIODPPDWRU\ FRQGLWLRQV

2Q -XQH 6DQRIL DQQRXQFHG WKDW LW ZLOO LQYHVW DSSU R PLPLSWHGF\F LQHHRYMOHIL RQ D C
(IFHOOHQFH 7KH &HQWHU ZLOO ZRUN WR DFFHOHUDWH WKH GHYHORSPHQW DQG GHOLY
DSSUR[LPDWHO\ GHGLFDWHG HPSOR\HHV DQG LQWHJUDWLQJ HQG WR HQG P51$% YDFFL(
&KHPLVWU\ ODQXIDFWXULQJ DQG &RQWUROV &0& WHDPV DFURVV VLWHV DW &DPEULGJH 0%

2Q -XO0\ 6DQRIL DQQRXQFHG EHFRPLQJ D 3UHPLX®P\ BOIUMVDGE RD BDOPSLF *IRRHW KEH L Q J
3DULV LQ )RU B6DQRIL ZKRVH KHDGTXDUWHUV DUH EDVHG LQ 3DULV WKLV FRPPLWPHQW W
LWV HPSOR\HHYV LQ RQH RI WKH ODUJHVW VSRUWLQJ HYHQWYV LQ WKH ZRUOG 6DQRILX\
VRFLHWDO LPSDFW VWUDWHJ\ DQG DIILUPV LWV VXSSRUW RI WKH YDOXHV RI LQFOXVLRQ GL
REMHFWLYHV RI 3DULV WR IRVWHU WKH YDOXHV RI WKH 20\PSLF DQG 3DUDO\PSLF *DPHYV
WKHP PRUH VXVWDLQDEOH DQG 6DQRIL LQWHQGY WR FRQWULEXWH E\ KLJKOLJKWLQJ WKH EF

2Q $XJIXVW DV SDUW RI 6DQRILxY HQGHDYRU WR DFFHOHUDWH WKH DSSOLFDWLRQ RI
YDFFLQHV WKH FRPSDQ\ HQWHUHG L QWI®DI) \G®IDMH MEIRH. PD 0 HHPBITHVPBLW KV KHUDSHXWLFV FF
6DQRIL ZLOO DFTXLUH DOO RXWVWDQGLQJ VKDUHV RI 7UDQVODWH %LR IRU SHU VKL
DSSUR[LPDWHO\ ELOOLRQ RQ D IXOO\ GLOXWHG EDVLV 7KH DFTXLVLWLRQ ZDV ILQDOL]H

2Q 6HSWHPEHU 6DQRIL HQWHUHG LQWR D ®HGIRPREWOBHQPINWUJIRQE DD EHRBKQWPDIFWMK W LF D
GLVFRYHUV GHYHORSV DQG PDUNHWYV WUDQVIRUPDWLYH WKHUDSLHV IRU GLVHDVH DUHDV
6DQRILxYV VWUDWHI\ RI FRQWLQXLQJ WR JURZ LWV *HQHUDO OHGLFLQHVY FRUH DVVHWYV D(
WuUDQVSODQW SRUWIROLR 5H]XURFN LV D UHFHQWO\ )'$ DSSURYHG ILUVW LQ FODVV WUH
DGXOW DQG SHGLDWULF SDWLHQWYV \HDUV DQG ROGHU ZKR KDYH IDLOHG DW OHDVW WZ
FRPPRQ VWRFN ZLOO UHFHLYH SHU VKDUH LQ FDVK ZKLFK UHSUHVHQWY D WRWDO HTX
EDVLV 7KH DFTXLVLWLRQ RI .DGPRQ E\ 6DQRIL ZDV FRPSOHWHG RQ 1RYHPEHU

2Q 6HSWHPEHU 6DQRIL DQQRXQFHG WKDW GHVSLWH SRVLWLYH L@EWHR KR IYHV XXCONFFLIQRP 3
FDQGLGDWH WKH FRPSDQ\ KDG GHFLGHG QRW WR SXUVXH GHYHORSPHQW RI WKDW FDQGL
GHYHORSPHQW VWHSV RI LWV &29,' UHFRPELQDQW YDFFLQH GHYHORSHG LQ SDUWQHUVKL:

2Q 1RYHPEHU 6DQRIL DQQRXQFHG DQ HTXLWYNDO-ORDIHIW RID QHELOWURY HOLF FROC
GLVFRYHU\ DQG GHYHORSPHQW SURJUDPV LRQ® RPOXW\SHW\ R H A DXEF MR L Q YRIOYQAIQRIQ VSUHDG |
DGGLWLRQDO PLOHVWR QH NELDY HIEQ SDURMHOMWFY. DO LQWHOOLJHQFH $, DQG SUHFLVLRQ PHGLFL
ELRPHGLFDO $, PRGHOV DQG UREXVW GDWD VHWV :LWK WKH DPELWLRQ WR RSWLPL]H FOLQL
DQG WUHDWPHQW RXWFRPHV WKLV FROODERUDWLRQ ZIL@®& MXS $RUW XBDIE RMOFAH DU EDHDIV RQR
DQG PXOWLSOH P\HORPD 7R LQWHQVLI\ PHGLFDO UHVHDUFK ZLWK $, LQ D SULYDF\ SUHVHUY
SRZHUHG E\ IHGHUDWHG OHDUQLQJ ZKLFK DOORZV GDWD VFLHQWLVWV WR VHFXUHO\ FRQQF
ZLWKRXW KDYLQJ WR SRRO GDWD 7KLV DSSURDFK ZLOO FRPSOHPHQW 6DQRILxV HPHUJLQJ
FXWWLQJ HGJH WHFKQRORJ\ SODWIRUPVY WR GHYHORS SRWHQWLDOO\ OLIH WUDQVIRUPLQJ Pl

2Q 'HFHPEHU 6DQRIL HQWHUHG LQWR2DIQJLOPIRJ HAHRANHNF KR APFISXHIRED-WHO\ RZQHG $ X\
ELRWHFKQRORJ\ FRPSDQ\ VSHFLDOL]JLQJ LQ WKH GLVFRYHU\ RI YLUXOHQW VNLQ PLFURELRP
GLVHDVH VXFK DV DFQH 7KLV DFTXLVLWLRQ LV D IXUWKHU VWHS LQ H[HFXWLQJ 6DQRIL
RSSRUWXQLWLHY DQG EXLOGLQJ DQ LQGXVWU\ OHDGLQJ YDFFLQHVY SLSHOLQH 7KH GHDO Z
WKHUDSHXWLF DFQH YDFFLOQH FDQGLGDWH EDVHG RQ UHFRPELQDQW SURWHLQV DQG HQWHI
SDUDOOHO 6DQRIL LV ZRUNLQJ WR GHYHORS DGGLWLRQDO DQWLJHQ YHUVLRQV DQG H[SHFW
WULDO LQ 7KH DFTQ FORVHG LQ '"HFHPEHU

2Q '"HFHPEHU 6DQRIL DQQRXQFHG WKDW LW KDG H®WOUHIK DQ WRF B @ VDIDRIHRPAH@I]R WR |
RQFRORJ\ FRPSDQ\ OHYHUDJEQ@LQU¥DOSIURSDDIEIBVHE V; 7(QQRYDWLYH XQLYHUVDO SURWHD
WHFKQRORJ\ SODWIRUWR3MIRVFRYHU DQG GHYHORS WUDQVIRUPDWLYH 7 FHOO HQJDJHUV 78&(
FDQFHU $PXQL[xV SLSHOLQH ZKLFK LQFOXGHV OHDG FDQGLGDWH $0; D PDVNHG +(5 C
6DQRILXV IRFXV RQ GHYHORSLQJ SRWHQWLDOO\ WUDQVIRUPDWLYH FDQFHU WKHUDSLHV LQ
ZLOO DFTXLUH $PXQL[ IRU DQ XSIURQW SD\PHQW RI DSBURQLRIMWKSORQ DEFLKILGIYRIP HIONE RIS F
GHYHORSPHQW PLOHVWRQHV 7KH DFTXLVLWLRQ ZDV FRPSOHWHG RQ JHEUXDU\

+LJKOLJKWYV RI 6DQRILxY UHVHDUFK DQG GHYHORSPHQW HIIRUWV LQ LQ WKH 3KDUPDFH?
:7(1' .LGV HYDO®IXDQHQYRFWRFRB,9DOIDLQ SHGLDWULF KHPRSKLOLD $ SDWLHQWY DQG RI D
HYDOXDWHGHNLPDEKURQLF REVWUXFWLYH SXOPRQDU\ GLVHDVH &23' ,Q WKH 9DFFLQHV V
ODXQFK RI WKHLU 3KDVH ,,, FOLQLFDO VWXG\ WR DVVHVV WKH VDIHW\ HIILFDF\ DQG LP
&29," YDFFLQH FDQGLGDWH 3RVLWLYH ERRVWHU GDWD VKRZ WKDW QHXWUDOL]LQJ DQW
P51$ RU DGHQRYLUXV LQ D WR |IROG UDQJH DQG IRU DOO DJH JURXSV WHVWHG ZLWK D
RQJRLQJ LQ RUGHU WR JHQHUDWH WKH LQFUHDVHG QW KBRS RO\VHY HRMG QHKIIG HR UGG D QB A\Y
H[SRVHG WR &29," 29D'BIFBHEWMU WH 1HZ (QJODQG -RXUQDO RI OHGLFLQH 1(-0 SXEOLVKHC
SLYRWDO FOLQISADHQWBXISRO XPIDE LQ FKLOGUHQ DJHG WR \HDUV ZLWK XQFRQWUROOHG
UHYLHZV DUH RQJRLQJ LQ WKH (XURSHDQ 8QLRQ 2Q 'HFHPEHU 6DQRIL DQQRXQFHG
'XSL[HQWXSLOXPDE WR VWDQGDUG RI FDUH WRSLFDO FRUWLFRVWHURLGYV 7&6 VLJQLILFDOQ)
VHYHULW\ DQG LWFK LQ LQIDQWY DQG FKLOGUHQ DJHG PRQWKYV WR \HDUV ZLWK XQFRQW
3KDVH ,,, VWXGLHV G HRRXWWU D@LLQB DD UHGXFHG EOHHGV LQ SHRSOH ZLWK KHPRSKLOLE
SUHVHQWHG DW WKH $PHULFDQ 6RFLHW\ Rl +HPDWRORJ\ $6+ FRQJUHVV
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,Q 6DQRIL REWDLQHG UHJXODWRU\ PDUNHWLQJ DSSURYDO IRU D QXPEHULRWIB\WRRGXFW
FHPLSOLPDE UZOF UHFHLYHG IXOO DSSURYDO IRU ORFDOO\ DGYDQFHG EDVDO FHOO FDUF
IROORZLQJ D SULRULW\ UHYLHZ E\ WKH 86 )RRG DRQBGV' QREZ $HBPI QR Y M DAL RMXK H) 'W Z R LEERWDN RF F
VNLQ FDQWHBIFLMWHG 6WDWHVY 7KH (XURSHDQ &RPPLVMUR® DO WRU BB B/PRIQWG R L P\WBDAIRVWDWLF
%&& LQ DGXOWV 7KH )'$ DQG WKH (XURSHDQ" &RPPLKNLURQVINS SURVWHWBUMKMBWBHQW RI SDWLHQ\
FHOO OXQJ FDQFHU 16&/& ZKRVH WXPRUV KDYH KLJK 3'/ H[SUHVVLRQ 7KIi8DU$f ®IQD WKH
LVDWX[LPDE LUIF LQ FRPELQDWLRQ ZLWK FDUILO]J]RPLE DQG GH[DPHWKDVRQH IRU DGXOW
KDYH UHFHLYHG RQH WR WKUHH SULRU WKHUDS L H\WX EDK'H RWHLR.S 6 R Q RR BRIL VIRIUR QY KOHS SWUURHYCH/G
SDWLHQWYV DJHG WR \HDUV ZLWK UHODSVLQJ UHPLWWLQJ PXOWDL\5 OWKN HOHVW VRV D O 6W Kt
ILUVW OLQH WUHDWPHQW RI FKLOGUHQ DQG DGROHVFHQWYV ZIHWKL DR WDIOH G X BRE H®DV 8iQMD
QJSW IRU WKH WUHDWPHQW RI SDWLHQWY RQH \HDU RI DJH DQG ROGHU ZLWK ODWH RQVHW
WKDW LPSDLUV D SHUVRQxV DELOLW\ WR PRYHXBQGHRWHISWRKPDEH DV D@ DR 6 RIYPY RDHQWHQTL
RlI SDWLHQWYVY DJHG WR \HDUV ZLWK PRGHUDWH WR VHYHUH DVWKPD FKDUDFWHUL]HG E!
GHSHQGHQW DVWKRSL[HQAXKY PBSURYHG IRU WKH WUHDWPHQW RI DWRSLF GHUPDWLWLY LQ D

JRU IXUWKHU LQIRUPDWLRQ DERXW WKH SKDUPDFHXWLFDO SURGXFWV DQG YDFFLQHV ZH VH
WR UO ,WHP % O %XVLQHVV 2YHUYLHZUO

2XU QHW VDOHNPIRUQWHG WRLOOLRQ DQ LQAURBVH RW FRQVWDQW H[FK D Q JpHWD WHVH \& (bR V |
E\ GXH PDLQO\ WR JURZWK LQ VDOHV IRU RXU 6SHFLDOW\ &DUH JOREDO EXVL@®KWV XQL\
9DFFLQHV EXVLQHVV DQG RXU &RQVXPHU +HDOWKFDUH JOREDO EXVLQHVV XQLW 7KRVH SR\
*HQHUDO OHGLFLQHV JOREDO EXVLQHVV XQLW LQ OLQH ZLWK WKH VWUHDPOL®LIMIGRI RXU
$SUR'YHO

1HW LQFRPH DWWULEXWDEOH WR HPRX\QWHGD GHRUY ORLIRQD RRAPSDUHG ZLWKLOOLRQ LQ

7KL PLOOLRQ GHFUHDVH PDLQO\ UHIOHFWHG WKH PLOOLRQ JDLQ UHFRJQL]HG LQ
WKH WUDQVDFWLRQ RI 0D\ (DUQLQUY SHPRWEDUHGZIEVWE %XVLQHVYV QHW LQFRF
ZDV PLOOLRQ R® ZKLOH EXVLQHVV HDUQLQJV SHWE JH L ERKVIUL QHRD/DVE §

2XU QHW GAEWHDVHG IURPOOLRQ DV RI '"HFHMEHU PLOOLRQ DV RI '"HFHPEXKHW LQ SDUWLFXOD
FDVK RXWIORZV UHODWHG WR LQYHVWLQJ DFWLYWRKKHVDGE XX LQUWNARID YHMDIU. DR @ RTUHD Q¥ IDBLY

$W WKH $QQXDO *HQHUDO OHHWLQJ RQ 0D\ ZH ZLOO DVN SHU VKDUF LV WWKRY D¢
ILQDQFLDO \HDU UHSUF RI RXUDGEMMRXYHWILQFRPH
$ ,PSDFWV RI FRPSHWLWLRQ IURP JHQHULFV DQG ELRVLPLODUV

6RPH RI RXU IODJVKLS SURGXFWV FRQWLQXNGGWHR WKKH UPSDEMNV RH FRPLFHWIL@/'LRQ ITURP JHQF
GR QRW EHOLHYH LW LV SRVVLEOH WR VWDWH ZLWK FHUWDLQW\ ZKDW OHYHO RI QHW VDOH\
$ FRPSDULVRQ RI RXU FRQVROLGDWHG '@AMPEBOHYV DRAG W KWHH DOVSHQEHBXOWYV RI 2SHUDWLH
(QGHG®GFHPEHU &RPSDUHG ZLWK <HPWPEQI®HG U EHORZ IRU WKH PDLQ SURGXFWV DIIHFW
ELRVLPLODU FRPSHWLWLRQPVRREZR@® KORYWWRVDOHYVY RQ D UHSRUWHG EDVLV 2WKHU SDUDPHYV
VDOHV VXFK DV D IDOO LQ WKH DYHUDJH VHOOLQJ SULFH RI FHUWDLQ SURGXFWYV

7KH WDEOH EHORZ VHWV IRUWK WKH LPSDFW E\ SURGXFW

&KDQJH RQ H R
PLOOLRQ UHSRUWHG EFDSRVYWHG EDV

$SUR'YHKWRSH
/IDQWXXURSH
/IRYHORKURSH
30DY(XURSH

-HYWDQM RSH
/IDQW®BQLWHG 6WDWHYV
/IRYHORQLWHG 6WDWHYV
$SUR'Y+D® D Q
/IDQWXDSDQ

30DVY-ID[SDQ

7TRWDO

‘H H[SHFW WKH HURVLRQ FDXVHG E\ JHQHULF ERWE -DNQ W1RWLWR ERMFVD) RIQ IRXU QHW LQFRP
EH LPSDFWHG LQ LQFOXGH WKRVH WKDW DOUHDEBXWDEKRY HHQBOHY FRPSUHMLWLQDE DY EH
VXEMHFW WR IXUWKHU VINOIHVSHBREXERQ/ LAQLVWHG LQ WKH WDEOH DERYH ,Q ZH PD\ EH IC
FRXQWULHV MRIROARZEIQI H[SLU\ Rl RUSKDQ H[FOXVLYLW\ LQ $XIXVW DOWKRXJK D VHFR
FHUWLILFDWH UHPDLQ LQ IRUFH LQ WKH (8

,Q WKH DJJUHJDWH FRQVROLGDWHG QHW VDOHV RI WKRVH SURGXFWV LRLGRURSOH WWKY
FRPSULVH®LOOLRQ LQ WKH 8QLWHG BWOGBMHRWQ L QF@K\E'L\QIOH\W ROODR QY X\D (X URMBIH MLR® LQ
-DSDQ 7KH QHJDWLYH LPSTHW \RIDRXWY OLNHO\ WR UHSUHVHQW D VXEVWDQWLDO SRUWLR

1RQ *$$3 ILQDQFLDO PHDVXUH VHH GHILQLWLRQ LQ UO
1RQ *$$3 ILQDQFLDO PHDVXUH VHH GHILQLWLRQ LQ
1RQ *$$3 ILQDQFLDO PHDVXUH VHH GHILQLWLRQ LQ

$ SUHVHQWDWLRQ RI 1HW 6DOHVU EHORZ
$ 6HIJPHQW ,QIRUPDWLRQ O %XVLQHVV 1HW
% /LTXLGLW\ DQG &DSLWDO 5HVRXUFHVU EHORZ

oo

0
0
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GHSHQG RQ D QXPEHU RI IDFWRUV VXFK DV WKH QXPEHU RI JHQHULFY DYDLODEOH WKH SU
WUHQGY DQG SRWHQWLDO OLWLIJDWLRQ RXWFRPHV

,Q &KLQD WKH DXWKRULWLHV KDYH LPSOHPHQWHG D UDQJH RI KHDOWKFDUH FRVW F
3URFXUHPHQW 9%3 SURJUDP IRU LQVXOLQV VHH DOVR U,W$HMPDUDH % X P ESIWL RLQRIRO BEAKPE
VHOHFWHG WR VXEPVWFWHQGHH 20YGINWURI WKH 9%3 SURJUDP ZLWK WKH VXFFHVVIXO ELGGH
VKDUH LQ UHWXUQ IRU RIIHULQJ ORZHU SULFHV ,Q 6DQRIL VXFFHVVIX0OO\ WHQGHUHG

LQVXOLQV DREMMDF$Y D FRQVHI6DQRIL H[SHFWV WKDW LWV" /DQY WR GHFUHDVH E\HRURXQG
LQ LQ &MOQDARQWRWW VDOHV LQ &HU PLOOLRQ

$ 3XUFKDVH DFFRXQWLQJ HIIHFWYV

2XU UHVXOWV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLR® IRLYW KEH MDYV B QIG IH B Q MFOH PEI HHL
SDVW DFTXLVLWLRQV DFTXLVLWLRQ RI $YHQWLV LQ $XJXVW DFTXLVLWLRQ RI *HQJ\PH I
OHULDO IRU %RHKULQJHU ,QJHOKHLPxV &RQVXPHU +HDOWKFDUH EXVLQHVV LQ -DQXDU\
WUDQVDFWLRQV 6HH UO $ &ULWLFDO DFFRXQWLQJ DQG UHSRUWLQJ SROLFLHV O %XVL(
RI EXVLQHVV FRPELQDWLRQV RQ RXU UHVXOWV RI RSHUDWLRQV

7KH %LRYHUDWLY EXVLQHVV FRPELQDWLRQ KDV JHQHUDWH PLOOL DQG PID®@LRQ
L 7KH *HQ]\PH EXVLQHVV FRPELQDWLRQ KDV JHQHUDWHG VLJQLILFDQW UWL]DWL
DQG PLO 7KH H[FKDQJH RI OHULDO IRU %RHKULQJHU ,QJHOKHLPxV &RQVXPHU +HDOW
RI LQWDQJLEOH DVVH DQG PLI RQ LQ

,Q RUGHU WR LVRODWH WKH SXUFKDVH DFFRXQWLQJ HIIHFWV Rl DOO DFTXLVLWLRQV DQG FI
ZH UHIHU WR DV UEXVLQHVY QHW LQFRPHU VHH GHILQLWLRQ LQ UO $ 6HIPHQW ,QIRUPDW

$ 6RXUFHV RI UHYHQXHV DQG H[SHQVHYV

SHYHQX3WHQXH DULVLQJ IURP WKH VDOH RI JRRGV LV SUHMHDW B GHY) WDKOH V. GFRRRAPSHJ VWWHD W i
IURP VDOHV RI SKDUPDFHXWLFDO SURGXFWV FRQVXPHU KHDOWK FDUH SURGXFWV DFWLYH
LQFHQWLYHV DQG GLVFRXQWVYV DQG RI FHUWDLQ VDOHV EDVHG SD\PHQWV SDLG RU SD\DI
LQFHQWLYHY DQG UHEDWHY DUH UHFRJQL]HG LQ WKH SHULRG LQ ZKLFK WKH XQGHUO\LQJ
6HH 1RWH % WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP F
YDFFLQHV GLUHFWO\ WKURXJK DOOLDQFHV DQG E\ OLFHQVLQJ DUUDQJHPHQWY WKURXJKR X
UHYHQXHV DV SDUW RI RXU FRQVROLGDWHG QHW VDOHV :KHQ ZH VHOO SURGXFWV WKUR>
ILQDQFLDO VWDWHPHQWY DUH EDVHG RQ WKH FRQWUDFWXDO DUUDQJHPHQWY JRYHUQLQJ
VHH UO $ JLQDQFLDO 3UHVHQWDWLRQ RI $OOLDQFHVU EHORZ :KHQ RXU SURGXFWV DU
LQFRPH WKDW ZH WHKHW®RUGH LIBGIXHMOXHY IURP QRQ 6DQRIL SURGXFWV PDLQO\ FRPSULVLQJ
DUUDQJHPHQWY DQG VDOHV RI QRQ 6DQRIL SURGXFWYV E\ RXU 86 EDVHG HQWLW\ 9D[6HUYH [
LQFOXGHY UHYHQXHV DULVLQJ IURP DVKG! SCISMNRGH]X V6 DR® IR k \( OCRIFVMABIWHQWY ZLWK 6ZHGLVK
6REL DQG UHYHQXH UHFHLYHG XQGHU DJUHHPHQWYV IRU 6DQRIL WR SURYLGH PDQXIDFWX
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLV $QQXDO 5HSRUW |

&RVW RI 6DXOH¥RVW RI VDOHV FRQVLVWY SULPDULO\ RI WKH FRVW RI SXUFKDVLQJ UDZ PDW
UHODWLQJ WR RXU PDQXIDFWXULQJ DFWLYLWLHY SDFNDJLQJ PDWHULDOV SD\PHQWYV PDGH
OLFHQVH DJUHHPHQWY XQGHU ZKLFK ZH PDQXIDFWXUH VHOO DQG GLVWULEXWH SURGXFW
UR\DOWLHV ZH U&&RRW &R WKBOGHW

2SHUDWLQJ ,2FRMRISHUDWLQJ LQFRPH UHIOHFWY RXU UHYHQXHV RXU FRVW RI VDOHV DQG W
VLJQLILFDQW RI ZKLFK DUH UHVHDUFK DQG GHYHORSPHQW H[SHQVHV DQG VHOOLQJ DQG J
PHDVXUH RXU UHVXOWV RI RSHUDWLRQV WKURXJK DQ LQGLFDWRU UHIHUUHG WR DV U%
XQGHU U$ 6HIJPHQW ,QIRUPDWLRQ O %XVLQHVV 2SHUDWLQJ ,QFRPHU

$ 6HJPHQW LQIRUPDWLRQ DQG %XVLQHVV QHW LQFRPH

2SHUDWLQJ VHIPHQWYV

,Q DFFRUGDQFH ZLWK ,)56 2SHUDWLQJ 6HJPHQWY WKH VHJPHQW LQIRUPDWLRQ UHSRU)\
PDQDJHPHQW GDWD SURYLGHG WR WKH &KLHI ([HFXWLYH 2IILFHU ZKR LV WKH FKLHI RSHUDYV
LV PRQLWRUHG LQGLYLGXDOO\ XVLQJ LQWHUQDO UHSRUWV DQG FRPPRQ LQGLFDWRUV 7KH
SURYLGHG LQ 1RWHV % DQG U6HIJPHQW ,QIRUPDWLRQU WR RXU FRQVROLGDWHG ILC
UHSRUW

6DQRIL KDV WKUHH RSHUDWLQJ VHIPHQWY 3KDUPDFHXWLFDOV 9DFFLQHV DQG &RQVXPHU +

7KH 3KDUPDFHXWLFDOV VHIJIPHQW FRPSULVHV IRU DOO JHRJUDSKLFDO WHUULWRULHV WKF
6SHFLDOW\ &DUH 1'HSWU RHORW\ ,PPXQRORJ\ 5DUH 'LVHDVHV 2QFRORJ\ DQG 5DUH %ORRG '
'LDEHWHVY &DUGLRYDVFXODU DQG (VWDEOLVKHG B3UHVFULSWLRQ 3URGXFWYV WRJIHWKHU
GHGLFDWHG WR WKH 3KDUPDFHXWLFDOV VHIJPHQW 7KLV VHIJPHQW DOVR LQFOXGHV DVVRI
JROORZLQJ WKH WUDQVDFWLRQ RI 0D\ 5HIHQHURQ LV QR ORQJHU DQ DVVRFLDWH RI
VWDWHPHQWY IRU WKH \HDU HQGHG 'HFHPEHU &RQVHTXHQWO\ WKH 3KDUPDFHXWL
DFFRXQWHG VKDUH RI 56HIHQHURQxV SURILWV IRU DOO WKH SHULRGY SUHVHQWHG LQ WKLV ¢
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7KH 9DFFLQHYV VHJPHQW FRPSULVHV IRU DOO JHRJUDSKLFDO WHUULWRULHVY WKH FRPPHUF
GHYHORSPHQW DQG SURGXFWLRQ DFWLYLWLHYVY GHGLFDWHG WR YDFFLQHV

7KH &RQVXPHU +HDOWKFDUH VHJPHQW FRPSULVHV IRU DOO JHRJUDSKLFDO WHUULWRULL
+HDOWKFDUH SURGXFWV WRJHWKHU ZLWK UHVHDUFK GHYHORSPHQW DQG SURGXFWLRQ DFYV

,QWHU VHIJPHQW WUDQVDFWLRQV DUH QRW PDWHULDO

7KH FRVWV Rl 6DQRILxV JOREDO VXSSRUW IXQFWLRQV ([WHUQDO $IIDLUV )LQDQFH +XPL
THFKQRORJLHV 6DQRIL %XVLQHVV 6HUYLFHV HWF DUH PDLQO\ PDQDJHG FHQWUDOO\ DW
SUHVHQWHG ZLWKLQ WKH U2WKHUU FDWHJRU\ 7KDW FDWHJRU\ DOVR LQFOXGHV RWKHU UH
GLYHVWHG DFWLYLWLHV

JROORZLQJ WKH &DSLWDO ODUNHWYV 'D\ KHOG LQ )HEUXDU\ 6DQRIL FKDQJHG WKH SUH
SKDUPDFHXWLFDOV VHIJPHQW ZLWKLQ WKH *HQHUDO OHGLFLQHV *%8 DQG WKH &RQVXPHU
H[SHQVHV ,Q SDUWLFXODU ,7 FRVWYV UHODWLQJ WR RXU QHZ GLJLWDO RUJDQL]IDWLRQ O
&RQVXPHU +HDOWKFDUH VHIJPHQWY O DUH QRZ LQFOXGHG ZLWKLQ WKH U2WKHUU VHIPHQW
DPHQGHG IRU FRPSDUDWLYH SXUSRVHV LQ RUGHU WR UHIOHFW WKRVH DGMXVWPHQWYV

,Q DFFRUGDQFH ZLWK ,$6 6DQRIL KDV WUHDWHG WKH ILUVW WLPH DSSOLFDWLRQ RI WKH )
SHQVLRQV DQG RWKHU SRVW HPSOR\PHQW EHQHILWY XQGHU ,$6 DQG LL DFFRXQWLQJ
DSSOLFDWLRQ VRIWZDUH LQ D 6RIWZDUH DV D 6HUYLFH 6DD6 DUUDQJHPHQW DV UHWURYV
WKRVH ,)5,& DJHQGD GHFLVLRQV DUH SUHVHQWHG LQ 1RWH $ Rl RXU FRQVROLGDWHG IL
ILQDQFLDO UHSRUW

%XVLQHVYVY RSHUDWLQJ LQFRPH

‘H UHSRUW VHJPHQW UHVXOWVYV RQ WKH EDVLV RI U%XVLQHVV RSHUDWLQJ LQFRPHU 7KLV
GHFLVLRQ PDNHU WR PHDVXUH WKH SHUIRUPDQFH RI HDFK RSHUDWLQJ VHJPHQW DQG WR D
LQFRPHU DQG D UHFRQFLOLDWL R QQFHRW B HEH) RWKD W D QISQ.G OLVQR U \DIRH QWY DFFRXQWHG IRU )

UHIHU WR 1RWH WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
2XU U%XVLQHVV RSHUDWLQUPRIEBRAHEI WRRLOOLRQ YHURIXGOLRQ LZKLOH RXU U%XVLQHVV RS
LQFRPH PDUJLQU YBHUVXV LQ U%XVLQHVY RSHUDWLQJ LQFRPH PDUJLQU LV D QRQ *$3$3 |

GHILQH DV WKH UDWLR RI RXU U%X\HVQ DWW IRBHUDWLQJ LQFRPHU WR

2XUQFRPH EHIRUH WD[ DQG LQYHVWPHQWY DFFRXQWHIRUR UDPRXIUWW & HWIRT BIOU R @ H WK B'GX \
PLOOLRQ LQ

%HFDXVH RXU U%XVLQHVYV RSHUDWLQJ LQFRPHU DQG U%XVLQHVY RSHUDWLQJ LQFRPH PDU
GLUHFWO\ FRPSDUDEOH ZLWK WKH QRQ *$$3 ILQDQFLDO PHDVXUHV Rl RWKHU FRPSDQLHV X\
$OWKRXJK PDQDJHPHQW XVHV WKRVH QRQ *$$3 PHDVXUHV WR VHW JRDOV DQG PHDVXUH S
SUHVFULEHG BAHVB&RQ *$$3 PHDVXUHV DUH SUHVHQWHG VROHO\ WR SHUPLW LQYHVWRUYV
PDQDJHPHQW DVVHVVHV XQGHUO\LQJ SHUIRUPDQFH 7KHVH QRQ *$$3 PHDVXUHV DUH QRW D
PHDVXUHV DQG VKRXOG EH YLHZHG LQ FRQMXQFWLRQ ZLWK RXU ,)56 ILQDQFLDOV DQG SHL
OLPLWV LQ WKHLU XVHIXOQHVV WR LQYHVWRUV

%XVLQHVV QHW LQFRPH

‘H EHOLHYH WKDW XQGHUVWDQGLQJ RI RXU RSHUDWLRQDO SHUIRUPDQFH E\ RXU PDQDJHPH(
QHW LQFRPHU 7KLV QRQ *$$3 ILQDQFLDO PHDVXUH UHSUHVHQWY U%XVLQHVY RSHUDWLQJ
LQFRPH WD[ HIIHFWV

U%XVLQHVYV QHW LQERFPHU IRLWOOLRQXS RQ PLOOLRQ DQG UHSRIHH®WHI®HY FRPSDU
ZLWK LQ

:H DOVR UHSRUW U%XVLQHVV HDUQLQJV SHU VKDUHU U%XVLQHVV (360 D QRQ *$3$3 ILQD(
GLYLGHG E\ WKH ZHLJKWHG DYHUDJH QXPEHU RI VKDUHVIRXW VWD RGILHIU WED\DLIQBIXHYH(36 0
RI EDVHG RQ DQ DYHUDJH QXPEHU RI VKPUBQ IRRWBRUB QGIPRQDRLRQ IRU

2XWHW LQFRPH DWWULEXWDEOH WR DR OW KR Q\ERHOO LRIQ6IRWRHDUHG ZLWKOOLRQ LQ

7KH WDEOH EHORZ UHFRQFLOHV RXU U%XVLQHVV RSHUDWLQJ LQFRPHU WR RXU U%XVLQHVV |
PLOOLRQ "HFHPEHU "HFHPEHU >

%XVLQHVV RSHUDWLQJ LQFRPH

JLQDQFLDO LQFRPH DQG H[SHQVHV

,QFRPH WD[ H[SHQVH

%XVLQHVV QHW LQFRPH

D,QFOXGHV WKH LPSDFWV RI WKH ,)5,& ILQDO DJHQGD GHFLVLRQ RI $SULO RQ WKH DWWULEXWLRQ RI
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV SUHVHQWHG DW ,WHP RI WKLV DQQXDO ILQDQFLDO UHSRU

6$12), )250 )



3$57 ,
,7(0  2SHUDWLQJ DQG ILQDQFLDO UHYLHZ DQG SURVSHFWV

H GHILQH U%XVLQHVV OQHW LQFRPHDWWULEXWDEOH WR HG@HKWW U KIRDHG XD RH U6 DYBRILH[F O
IROORZLQJ LWHPV

a DPRUWL]DWLRQ DQG LPSDLUPHQW ORVVHV FKDUJHG DJDLQVW LQWDQJLEOH DVVHWV RYV
RSHUDWLRQDO QDWXUH

a IDLU YDOXH UHPHDVXUHPHQWY RI FRQWLQJHQW FRQVLGHUDWLRQ UHODWLQJ WR EXVLQH'
DVVHWYV

a RWKHU LPSDFWV DVVRFLDWHG ZLWK DFTXLVLWLRQV LQFOXGLQJ LPSDFWV UHODWLQJ WR L
a UHVWUXFWXULQJ FRVWY DQG VLPLODU LWHWWUZBWXHQYHERMWK D@ GV K HPQOPH WL\WHHP V

a RWKHU JDLQV DQG ORVVHV LQFOXGLQJ JDLQV DQG ORVVHV RQ PDMRU GLVSRWRBYV RI QF
JDLQV DQG ORVVHV DQG OLWLJIJDWLRQ

a IRU WKH JDLQ RQ WKH GLYHVWPHQW RI 5HIJHQHURQ VKDUHV RQ 0D\ VHH 1RWH '
WKH \HDU HQGHG 'HFHPEHU

a RWKHU FRVWYV DQG SURYLVLRQV UHODWHG WR2OIKMILI D WILRWY DYGHY RQYWHHG B RVE KQ IQWW KBIWALR
a WKH WD[ HIIHFWV RI WKH LWHPV OLVWHG DERYH DQG WKH HIIHFWV RI PDMRU WD[ GLVSXW

a IRU WKH HITHFWV Rl WKH GLVFRQWLQXDWLRQ RI DFFRXQWLQJ E\ WKH HTXLW\ PHWKRG
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY IRU WKH \HDU HQGHG 'HFHPEHU DQG

a WKH SRUWLRQ DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWY RI WKH LWHPV OLVWH(
7KH WDEOH EHORZ UHFRQFLOHV RXHUW % R¥RE®HVIVWYMHW EXQWREBH WR HTXLW\ KROGHUV RI 6DQ

PLOOLRQ b

1HW LQFRPH DWWULEXWDEOH WR HTXLW\ KROGHUV RI 6DQRIL

$PRUWL]DWLRQ RI LOWDQJLEOH DVVHWYV

,PSDLUPHQW RI LQWDQJLEOH DVVHWYV

YDLU YDOXH UHPHDVXUHPHQW RI FRQWLQJHQW FRQVLGHUDWLRQ
([SHQVHV DULVLQJ IURP WKH LPSDFW RI DFTXLVLWLRQV RQ LQYHQWRULHV
5HVWUXFWXULQJ FRVWV DQG VLPLODU LWHPV

2WKHU JDLQV DQG ORVY¥HV DQG OLWLJDWLRQ

*DLQ RQ GLYHVWPHQW RI 5HJHQHUR® VKDUHV RQ 0D\ o
7D[ HIIHFWV Rl WKH LWHPV OLVWHG DERYH

4 DPRUWL]DWLRQ DQG LPSDLUPHQW RI LQWDQJLEOH DVVHWYV

4 IDLU YDOXH UHPHDVXUHPHQW RI FRQWLQJHQW FRQVLGHUDWLRQ

4 H[SHQVHV DULVLQJ IURP WKH LPSDFW RI DFTXLVLWLRQV RQ LQYHQWRULHV
4 UHVWUXFWXULQJ FRVWY DQG VLPLODU LWHPV

4 JDLQ RQ GLYHVWPHQW RI 5SHJHQHURQ VKDUHV RQ 0D\ o
a

6

O

RWKHU WD[ HIITHFWV
KDUH RI LWHPV OLVWHG DERYH DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWYV

,QYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKRG UHVWUXFWXULQJOFRVWV DQG H[SHQVHV DUL
LPSDFW RI DFTXLVLWLRQV

(ITHFW Rl GLVFRQWLQXDWLRQ RI HTXLW\ PHWKRG IRU LQYHVWPHQW LQ 5HJHQBURQ

%XVLQHVV QHW LQFRPH

$YHUDJH QXPEHU RI VKDUHV RXWVWDQGLQJ PLOOLRQ
%DVLF HDUQLQJV SHU VKDUH

5HFRQFLOLQJ LWHPV SHU VKDUH

%XVLQHVV HDUQLQJV SHU VKDUH

D,QFOXGHV WKH LPSDFWV RI WKH ,)5,& ILQDO DJHQGD GHFLVLRQV RI ODUFK RQ WKH FRVWYV RI FRQILJ
DV D 6HUYLFH 6DD6 DUU®SUIHPHQWRRQWKRI DWWULEXWLRQ RI EHQHILWY WR SHULRGV RI VHUYLFH DV
ILQDQFLDO VWDWHPHQWY SUHVHQWHG DW ,WHP RI WKLV DQQXDO ILQDQFLDO UHSRUW

E,QFOXGHV DPRUWL]DWLRQ H[SHQVH UHODWHG W PROQWR QJ IRQGCEXVLQMHMYOERRELQDWLRQV

F)RU WKLV OLQH UHODWHV WR WKH GLVFRQWLQXDWLRQ RI WKH GHYHORSPHQW RI VXWLPOLPDE LQ W
WHUPLQDWLRQ RI YDULRXV UHVHDUFK SURMHFWYV LQ 9DFFLQHV )RU WKLV OLQH PDLQO\ FRPSULYV
6SHFLDOW\ &DUH *%8 DQG WKH GLVFRQWLQXDWLRQ RI FHUWDLQ 5' SURJUDPVY DQG FROODERUDWLRQ D

G)RU WKLV OLQH PDLQO\ FRPSULVHV WKH" JDAWQLR QWN WHRVBDHMWRUWKH 6HSUDILOP

H7KLV OLQH LQFOXGHV IRU WKH JDLQ RQ WKH VDOH RI L PLOOLRQ VKDUHV RI 5HIHQHURQ FRPPR
VKDUHV UHSXUFKDVHG E\ 5GHIJHQHURQ EXW GRHV QRW LQFOXGH WKH JDLQ DULVLQJ IURP WKH UHPHD'
RI 0D\

I 0%XVLQHVV QHW LQFRPHU QR ORQJHU LQFOXGHV 6DQRILZYV VKDUH RI SURILWYV IURP LWV HTXLW\ LQYF
VWDWHPHQWY IRU WKH \HDU HQGHG 'HFHPEHU
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7KH PRVW VLJQLILFDQW UHFRQFLOLQJ LWHPV IBHW Z B R PUHY%DXW MQH \EX @ BI BVO HQW R PEHEIOM@WGHK R O
WR L WKH SXUFKDVH DFFRXQWLQJ HIIHFWV RI RXU DFTXLVLWLRQV DQG EXVLQHVV FRPEL
LOQWDQJLEOH DVVHWY RWKHU WKDQ VRIWZDUH DQG RWKHU ULJKWV RI DQ LQGXVWULDO R
WUDQVDFWLRQV UHJDUGHG DV QRQ UHFXUULQJ ZKHUH WKH DPRXQWVYV LQYROYHG DUH SDUW
HQKDQFHV DQ LQYHVWRUxXV XQGHUVWDQGLQJ RI RXU XQGHUO\LQJ HFRQRPLF SHUIRUPDQFH
RSHUDWLQJ SHUIRUPDQFH

‘H EHOLHYH WKDW HOLPLQDWLQJ FKDUJHV UHODWHG WR WKH SXUFKDVH DFFRXQWLQJ HIIHF
DPRUWL]DWLRQ DQG LPSDLUPHQW RI VRPH LQWDQJLEOH DVVHWV HQKDQFHV FRPSDUDELOL
SHHUV 7KRVH LQWDQJLEOH DVVHWV SULQFLSDOO\ ULJKWV UHODWLQJ WR UHVHDUFK GHYH
LQ DFFRUGDQFH ZLWK ,)56 %XVLQHVV &RPELQDWLRQV DQG KHQFH PD\ EH VXEMHFW WR U
RWKHU WKDQ LQ D EXVLQHVV FRPELQDWLRQ

‘H DOVR EHOLHYH WKDW HOLPLQDWLQJ WKH RWKHU HIIHFWV RI EXVLQHVV FRPELQDWLRQV
ZRUNGRZQ RI DFTXLUHG LQYHQWRULHYVY UHPHDVXUHG DW IDLU YDOXH LQ EXVLQHVV FRPEL
RSHUDWLQJ SHUIRUPDQFH

(OLPLQDWLQJ UHVWUXFWXULQJ FRVWV DQG VLPLODU LWHPV HQKDQFHYV FRPSDUDELOLW\ ZL\
ZLWK UHRUJDQL]DWLRQ DQG WUDQVIRUPDWLRQ SURFHVVHVY LQWHQGHG WR RSWLPL]JH RXU RS

J)LQDOO\ ZH EHOLHYH WKDW HOLPLQDWLQJ WKH HIIHFWV RI WUDQVDFWLRQV WKDW ZH UHJ
DPRXQWV VXFK DV PDMRU JDLQV DQG ORVVHV RQ GLVSRVDOV DQG FRVWYV DQG SURYLVLR(
UHFXUULQJ LWHPV LPSURYHV FRPSDUDELOLW\ IURP RQH SHULRG WR WKH QH[W

‘H UHPLQG LQYHVWRUY KRZHYHU WKDW U%XVLQHVV QHW LQFRPHU VKRXOGLHWW EFHRPFRQVL
DWWULEXWDEOH WR HTXLWHBRO®HGVLRI BPFRRRIGDQFH ZLWK ,)56 ,Q DGGLWLRQ ZH VWURQJ
LQYHVWRUV QRW WR UHO\ RQ DQ\ VLQJOH ILQDQFLDO PHDVXUH EXW WR UHYLHZ RXU ILQDQ
WKHLU HQWLUHW\

‘H FRPSHQVDWH IRU WKH PDWHULDO OLPLWDWLRQV GHVFULEHG DERYH E\ XVLQJ U%XVLQF
UHSRUWLQJ DQG E\ HQVXULQJ WKDW RXU GLVFORVXUHV SURYLGH VXIILFLHQW LQIRUPDW
LQ U%XVLQHVV QHW LQFRPHU

%HFDXVH RXU U%XVLQHVY QHW LQFRPHU DQG U%XVLQHVV (360 DUH QRW VWDQGDUGL]HG P
QRQ *$$3 ILQDQFLDO PHDVXUHV RI RWKHU FRPSDQLHV XVLQJ WKH VDPH RU VLPLODU QRQ *$$

$ 3UHVHQWDWLRQ RI QHW VDOHYV

,Q WKH GLVFXVVLRQ EHORZ ZH SUHVHQW RXUDRRQ VR 8 LEGOQMMGEH QRN \QOHOM W DRBY E\ YDULR
LQFOXGLQJ VHIJPHQW *OREDO %XVLQHVV 8QLWV IUDQFKLVH SURGXFW DQG JHRJUDSKLFDO
*$$3 ILQDQFLDO PHDVXUHV GHVLJQHG WR LVRODWH WKH LPSDFW RQ RXU QHW VDOHV RI FX
RXU JURXS

:KHQ ZH UHIHU WR FKDQJHV LQ RXU QHW VDOHV DW FRQVWDQW H[FKDQJH UDWHV &(5 WKD
UDWHV E\ UHFDOFXODWLQJ QHW VDOHV IRU WKH UHOHYDQW SHULRG XVLQJ WKH H[FKDQJH U

KHQ ZH UHIHU WR FKDQJHV LQ RXU QHW VDOHV RQ D FRQVWDQW VWUXFWXUH EDVLV WKDW
UHVWDWLQJ WKH QHW VDOHV IRU WKH SUHYLRXV SHULRG DV IROORZV

a E\ LQFOXGLQJ VDOHY JHQHUDWHG E\ HQWLWLHV RU SURGXFW ULJKWV DFTXLUHG LQ WKH F
SRUWLRQ RI WKH FXUUHQW SHULRG GXULQJ ZKLFK ZH RZQHG WKHP EDVHG RQ VDOHV LQII
WKH DFTXLVLWLRQ

a VLPLODUO\ E\ H[FOXGLQJ VDOHV IRU D SRUWLRQ RI WKH SUHYLRXV SHULRG ZKHQ ZH KD
SHULRG DQG

a IRUD FKDQJH LQ FRQVROLGDWLRQ PHWKRG E\ UHFDOFXODWLQJ WKH SUHYLRXV SHULRG R

$ SUHVHQWDWLRQ RI FRQVROLGDWHG QHW VDOHV IRU FRPSDUHG ZLWK LV DYDLODE
VHFWLRQ U$ 1HW 6DOHVU
JROORZLQJ RXU )HEUXDU\ &DSLWDO ODUNHWYVY 'D\ ZH KDYH FKDQJHG KRZ ZH SUHVHQW

&RQVXPHU +HDOWKFDUH *%8V :H KDYH LQWURGXFHG D VHSDUDWH OLQH IRU U,QGXVWULD
LQJUHGLHQWY DQG VHPL ILQLVKHG SURGXFWV WR WKLUG SDUWLHV 6XFK VDOHV ZHUH SUH
(VWDEOLVKHG 3UHVFULSWLRQ 3URGXFWV IUDQFKLVHV RQ WKH OLQH IRU WKH UHOHYDQW SU|{
*%8 ZH KDYH DGRSWHG D PRUH JUDQXODU SUHVHQWDWLRQ E\ LQWURGXFLQJ QHZ VXE FDW
DQG RSSRUWXQLWLHV RI RXU SRUWIROLR

$ J)LQDQFLDO SUHVHQWDWLRQ RI DOOLDQFHYV

‘H KDYH HQWHUHG LQWR D QXPEHU RI DOOLDQFHV IRU WKH GHYHORSPHQW FR SURPRWLRQ
SUHVHQWDWLRQ RI RXU WZR SULQFLSDO DOOLDQFHV LV XVHIXO WR DQ XQGHUVWDQGLQJ RI |

7KH ILQDQFLDO LPSDFW RI WKH DOOLDQFHV RQ RXU LQFRPH VW <HDPKMWBFIHM EHVFULEHG LQ
&RPSDUHG ZLWK <HBHPEHIHG U LQ SDUWLFXODU LQ UO 1HW 6DOHVU UO 2WKHU S5HYHQXH!
,QYHVWPHQWYV $FFRXQWHG IRU XVLQJ WKH (TXLW\ OHWKRGU DQG UO 1HW ,QFRPH $WWULEXW
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$OOLDQFH DUUDQJHPHQWY ZLWK 5HIHQHURQ 3KDUPDFHXWLFDOV ,QF 5

&ROODERUDWLRQ DJUHHPHQWY RQ KXPDQ WKHUDSHXWLF DQWLERGLHV

,Q 1IRYHPEHU 6DQRIL DQG SHZIBIQUHHPG WM HDP HQGHG LQ 1RYHPEHU UHODWLQJ WR K:
L WKH 'LVFRYHU\ DQG 3UHFOLQLFDO 'HYHORSPHQW $JUHHPHQW DQG LL WKH /LFHQVH
GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ 8QGHU WKH /LFHQVH DQG &ROODERUDWLRQ $JUHF
DQWLERGLHYV GLVFRYHUHG E\ 5HJHQHURQ XQGHU WKH 'LVFRYHU\ DQG 3UHFOLQLFDO 'HYHORS

'LVFRYHU\ DQG GHYHORSPHQW

%HFDXVH 6DQRIL GHFLGHG QRW WR H[HUFLVH LWV RSWLRQ WR H[WHQG WKH 'LVFRYHU\ D¢
H[SLUHG RQ 'HFHPEHU

$V D UHVXOW RI 6DQRILxV H[HUFLVH RI DQ RSWLRQ ZLWK UHVSHFW WR DQ DQWLERG\ XQGHU
DQWLERG\ EHFDPH D /LFHQVHG 3URGXFW XQGHU WKH /LFHQVH DQG &ROODERUDWLRQ $JU|
GHYHORS WKH DQWLERG\ ZLWK 6DQRIL LQLWLDOO\ EHLQJ ZKROO\ UHVSRQVLEOH IRU IXQGL
3KDVH ,,, WULDO UHVXOWYV IRU DQ\ DQWLERG\ EHLQJ GHYHORSHG XQGHU WKH /LFHQVH DQ
FRVWV IRU WKDW DQWLERERIDUFHIMES@HWRQ $PRXQWYV UHFHLYHG IURP 5HIHQHURQ XQGHU W
$JUHHPHQW DUH UHFRJQL]JHG E\ 6DQRIL DV5BVHDEXKWLRLARQR GO YWROR SPIHERHGIHMEPRERWMQW ZL
5HJHQHURQ RI WKH DQWLERGIHDQ&SE{HQW 6%$5 LWHSHNLPDE LV RQJRLQJ XQGHU
&ROODERUDWLRQ $JUHHPHQW DV RI '"HFHPEHU

2QFH D SURGXFW EHJLQV WR EH FRPPHUFLDOL]HG DQG SURYLGHG WKDW WKH VKDUH RI TX
6DQRIL LV HQWLWOHG WR DQ DGGLWLRQDO SRUWLRQ RRI S3HIHGHIRRIDOAN VEADRI HWR V KT DX DY WS
5HIJHQHURQ KDV FSIDWBH FXPXODWLYH GHYHORSPHQW FRVWV LQFXUUHG E\ WKH SDUWLHV LQ
SURYLGHG LQ 1RWH ' U211l EDODQFH VKHHW FRPPLWPHQWY UHODWLQJ WR RSHUDWLQJ DI

2Q WKH ODWHR@WHEHIRUH WKH VFKHGXOHG ODXQFK GDWH RU LL WKH ILUVW SRVLWLYH 3KDC
WKH FRPPHUFLDO H[SHQVHV RI WKH DQWLERGLHYVY FR GHYHORSHG XQGHU WKH /LFHQVH DQG «

&RPPHUFLDOL]DWLRQ

6DQRIL LV WKH OHDG SDUW\ ZLWK UHVSHFW WR WKH FRPPHUFLDOL]DWLRQ RI DOO FR GHYH!
FR SURPRWH WKH DQWLERGLHY 5HJHQHURQ KDV H[HUFLVHG LWV FR SURPRWLRQ ULJKWV L
UHFRJQL]HVY DOO VDOHV RI WKH DQWLERGLHY 3URILWY DQG ORVVHV DULVLQJ I2ZMRPVERPPHU
WKH 8QLWHG 6WDWHY 6DQRIL LVDIQGW LRMOHER MR/ \EIBWBHBGLQJ RQ VDOHV RI WKIHDIQWLERC
ORVVHV 7KH VKDUH RI SURILWY DQG ORVVHV GXH WR RU IURP 5HJHQHUR QVXIQHELH B SHIIHD W 1 QH
LOQFRMREWKHU RSHUDWLQZ KL BK @WUHVF R P SRQUMWMMQ R ILQFR P H

,Q DGGLWLRQ 5HJHQHURQ LV HQWLWOHG WR UHFHLYH SD\PHQWY FRQWLQJHQW RQ WKH DWYV
RXWVLGH WKH 8QLWHG 6WDWHY RQ D UROOLQJ WZHOYH PRQWK EDVLV

$ OLDELOLW)\ IRU WKRVH SD\PHQWV LV UHFRJQL]JHG LQ WKH EDODQFH VKHHW ZKHQ LW LV KLJ
PHW 7KH RSSRVLWH HQWU\ IRU WKD2W & HDELQWW Q L ME@®MEDN GO DIGF BLWKHIQW $ SD\PHQW ZD

IROORZLQJ WKH DWWDLQPHQW RI ELOOLRQ RI VDOHV RI DOO DQWLERGLHYV RXWVLGH WKH
$PHQGPHQWY WR WKH FROODERUDWLRQ DJUHHPHQWYV
,Q -DQXDU\ 6DQRIL DQG 5HIJIHQHURQ VLIJQHG D VHW RI DPHQGPHQWYVY WR WKHLU FROOD

DOORZHG IRU WKH IXQGLQJ RI DGGLWDRGDO(*IURJUBIBY RQ OXSWHBMNLPDE ZLWK DQ LQWFH
H[WHQGLQJ WKH FXUUHQW UDQJH RI LQGLFDWLRQV ILQGLQJ QHZ LQGLFDWLRQV DQG LPSUR

(IIHFWLYH $SULO 6DQRIL DQG 5HJHQHURQ VLJQHG D &URVV /LFHQVHZRBGHER BBMURA LD
REWDLQHG VROH H[ 86 ULDQW\s MIRIGHDRRHREWDLQHG VR M0 R U ZLKWKYDWIR \TKIWOIXRN R'Q 6D QR
VDOHV RI 3 RXOWHGW WKH 8QLWHG 6WDWHV (DFK SDUW\ LV VROHO\ UHVSRQVLEOH IRU WKH
3UDOXHQWVKHLU UHVSHFWLYH WHUULWRULHV $OWKRXJK HDFK FRRSD®@V KDHV SHFSRQN LEHO
FRPSDQLHV KDYH HQWHUHG LQWR DJUHHPHQWY WR VXSSRUW PDQXIDFWXULQJ QHHGV IRU HD

(IIHFWLYH B6HSWHPEHU 6DQRIL DQG 5HJHQHURQ VLJQHG DQ DPHQGPHQW WR WKHL
DOORFDWLRQV Rl UHVSRQVLELOLWLHY DQG DVVRFLDWHG UHVRXUFHV EHWZHHQ"WIKH WZR !
FHUWDLQ FRXQWULHV 7KH WHUPV Rl WKH FROODERUDWLRQ UHODWLQJ WR 5(*1 6%$5 0

,PPXQR RQFRORJ\ ,2 FROODERUDWLRQ DJUHHPHQWYV

2Q -XO0\ 6DQRIL DQG 5HWHRHURBPHIQWWE WKH ,2 'LVFRYHU\ DQG '"HYHORSPHQW $JUHHF
&ROODERUDWLRQ $JUHHPHQW ,2 /&% O UHODWLQJ WR QHZ DQWLERG\ FDQFHU WUHDWPHQWV

7KH $PHQGHG ,2 'LVFRYHU\ $JUHHPHQW HIIHFWLYH IURP 'HFHPEHU ZDV WHUPLQD
ODUFK LQ ZKLFK 6DQRIL IRUPDOL]HG LWV RSW RXW IURP WKH %&0$[&' DQG 08& [&' SU

/ILEWDA\RFHPLSOLPDE

8QGHU WKH ,2 /&% DV DPHQGHG LQ -DQXDU\ 6DQRIL DQG 5HJHQHURRL GRERQWW HR® IXQ

EDVLV PLOOSHR®D FRPSDQ\ IRU WKH GHYHORSPHQW RI 5(*1 " FHPBSOLPKEE WU DRI
7KH IXQGLQJ ZDV UDLRHGOMRDD\ Rl DPHQGPHQW HIIHFWLYH RQ 6HSWHPEHU 5HIHQH
FRPPHUFLDOL]DWLRQ WKH. BQ/IDWRG 6WDWHY DQG 6DQRIL LQ DOO RWKHU WHUULWRUOLHV 6DQ
LQ WKH 8QLWHG 6WDWHV ,Q 5HIHQHURQ H[H U FIL\DHBHIUWAD R \R MRKH W R FORQ SWLRMR/W H /L EW |

7KH ,2 /&$ DOVR SURYLGHG IRU D RQH WLPPALPIOBEROD@RIH SR PHHIWQRIURQ LQ WKH HYHQW W
SURGXFW ZHUH WR H[FHHG ELD O/ERDOY FRQ\DIFEKWLYH PRQWK SHULRG
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8QGHU WKH ,2 /&% 6DQRIL DQG 5HIJHQHURQ VKDUH HTXDOO\ LQ SURILWY DQG ORVVHV LQ FI
SURGXFWV H[FHSW WKDW 6DQRIL LV HQWLWOHG WR DQ DGGLWLRQPIO58RHYHBRQRN SHIBIQH
TXDUWHUO\ SURILWY XQWLO SHIWEBHURQP XOVWIDIIHG GHYHORSPHQW FRVWV LQFXUUHG E\ WK
$JUHHPHQW DV DPHQGHG

,Q 6HSWHPEHU WKH 86 )RRG DQG 'UXJ $GPLQLVWUFBWRLEQLPDE DRBUWRKHGW/WEDMW PR QW
PHWDVWDWLF FXWDQHRXV VTXDPRXV FHOO FDUFLQRPD &6&& RU ORFDOO\ DGYDQFHG &6&&
UDGLDWLRD LYLEWKB\RLUVW DQG RQO\ SURGXFW VSHFLILFDOO\ DSSURYHG DQG DYDLODEOH
,Q -XO\ WKH (XURSHDQ OHGLFLQHV $JHQF\ (0$ JUDQWHGRRDBRNWWHQW \D XW W R UR HRWDL/RNL
DGYDQFHG &6&& ZKR DUH QRW FDQGLGDWHYV IRU VXUJHU\

,Q )HEUXDU\ WKH )'$ DSSIRRYSDBWLERWVRZLWK ORFDOO\ DGYDQFHG EDVDO FHOO FDUFLQR
IRU SDWLHQWYV ZLWK PHWDVWDWLFIRGAALDWYEG OISGH PROR WIKEMUDR\ IRU SDWLHQWYV ZLWK DGY
16&/& ZLWK 3'/ H[SUHVVLRQ RI DW OHDVW ,Q -XQH'" DV DVKIHJ YOS MLSEH RAYUHHED YL FERVDWR | F
DGYDQFHG 16&/& ZLWK 3'/ H[SUHVVLRQ RI DW OHDVW DQG IRU DGYDQFHG EDVDO FHOC
/LEWDLR IRFXVHG RQ GLIILFXOW WR WUHDW FDQFHUV ,Q VNLQ FDQFHU WKLV LEFDXGRIV W
EHLQJ LQYHVWLIJDWHG LQ SLYRWDO WULDOV LQ 16&/& LQ FRPELQDWLRQ ZLWK FKHPRWKHUD
FRQYHQWLRQDO RU QRYHO WKHUDSHXWLF DSSURDFKHV IRU RWKHU VROLG WXPRUV DQG EOR
VDIHW\ DQG HIILFDF\ KDYH QRW EHHQ HYDOXDWHG E\ DQ\ UHJXODWRU\ DXWKRULW\

,QYHVWRU DJUHHPHQW

,Q -DQXDU\ 6DQRIL DQG 5HIHQHURQ DPHQGHG WKH LQYHVWRU DJUHHPHQW HQWHUHG LQ
WKH DPHQGPHQW 6DQRIL DFFHSWHG YDULRXV UHVWULFWLRQV LQFOXGLQJ UVWDQGVWLOO
GLUHFWO\ RU LQGLUHFWO\ HI[HUW FRQWURO RI| RBIH3HQHYROYRRYVDFD XL WID@®I \WRRHANWERERQVLVW
VKDUHV RI FRPPRQ VWRFN DQG WKH VKDUHV RI &0DVV $ VWREFN 7KLYV SURKLELWLRQ UHPL
DQQLYHUVDULHV Rl WKH H[SLUDWLRQ RU FPQOLERUWWWLRIQQDWIHRHP RQWKH WR GWUIBQHURQ U
DQG FRPPHUFLDOL]DWLR® WKHIFRWODERUDWLRQ DJUHHPHQW ZLWK 5HJHQHURQ RQ PRQR
DJUHHPHQWY RQ KXPDQ WKHUDSHXWLF DQWLERGLHVU DERYH HDFK DV DPHQGHG DQG LL R

6DQRIL DOVR DJUHHG WR YRWH DV UHFRPPHQGHG E\ 5SHIHQHURQxV %RDUG Rl 'LUHFWRUV H
YRWHYV FDVW E\ DOO RI 5HIHQHURQxV RWKHU VKDUHKROGHUV ZLWK UHVSHFW WR FHUWDLQ ¥
ZLWK UHVSHFW WR OLTXLGDWLRQ RU GLVVROXWLRQ RWRHNH LRX\X DY PBIYG LHIIX & DW R VR B UH |
5HIJHQHURQxV &0ODVV $ 6WRFN DQG &RPPRQ 6WRFN WDNHQ WRJHWKHU DQG QHZ HTXLW\ F
FRQVLVWHQW ZLWK 5HIJHQHURQxV KLVWRULFDO HTXLW\ FRPSHQVDWLRQ SUDFWLFHV 6DQRI

HTXLW\ PHWKRG LQ $SULO 6WDUWLQJ LQ 6DQRIL EHJDQ WR VHOO D VPDOO DPRXQW
$JUHHPHQW HQWHUHG LQWR ZLWK 5HJHQHURQ
2Q 0D\ 6DQRIL DQQRXQFHG WKH PQROLEIURIVLRIVEHDBEHRIRQ FRPPRQ VWRFN LQ D UHJ

SULYDWH VDOH WR 5HJHQHURQ VHH 1RWH '

$W WKH VDPH GDWH DQ DPHQGPHQW WR WKH ,QYHVWRU $JUHHPHQW EHFDPH HIIHFWLYH ZKL
WKH ,QYHVWRU $JUHHPHQW ZKLFK FRQWUDFWXDOO\ SURKLELW 6DQRIL IURP VHHNLQJ WR GL
DSSO\ LL WKH YRWLQJ FRPPLWPHQWY FRQWDLQHG LQ WKH ,QYHVWRU $JUHHPHQW ZLOO F|
ORQJHU KDYH WKH ULJKW WR GHVLJQDWH DQ LQGHSHQGHQW ERDUG PHPEHU RQ WKH 5HJHQH

3XUVXDQW WR VXEVHTXHFA@WEWNOHVDIMRI KHOG/KDUHV RI 5BHIJHQHURQ VWRFN
$OOLDQFH DUUDQJHPHQWY ZLWK %ULVWRO O\HUV 6TXLEE %06

7ZRR1 6DQRILxY OHDGLQJ SURGXFWV ZHUH MRLQWO\ GHYHORSHG ZLWK$%D& URKAHD@MEL K\SH
WKH DQWL DWKHURWKURPERVLV WUHDWMHFRWHUORSLGRIJUHO ELVXOIDWH 30DYL]J

2Q 6HSWHPEHU 6DQRIL DQG %06 VLIQHG DQ DJUHHPHQW UHODWLQJ WR WEB®GU DOOL
SYDSWRDOL®HPDQ\ PDMRU PDUNHWYV

8QGHU WKH WHUPV RI WKLV DJUHHPHQW HIIHFWLYH -DQXDU\ " D QW% O0$ YDIPWDROULEH® VR 6 D
PDUNHWY ZRUOGZLGH ZLWK WKH WKFHHSQLLRIPGREVBDWYNM DQG 3XHUWR 5LFR U7HUULWRU\ %0

WR RSHUDWH FRPPHUFLDOO\ LQ UHVSHFW RI WKRVH SURGXFWV ,Q H[FKDQJH %06 UHFHLY
XQEUDQGHTG B@® BIY[DIMDD I ARVOGZLGH H[FHSM) IRHWBOWRUN % XQWLO DQG DOVR UHFHL®
PLOOUR® 6DQRIL LQ '"HFHPEHU SDUW RI ZKLFK LV IRU EX\LQJ RXW WX HHQRQ V¥R QWi RIGI® DX
XQFKDQJHG DQG FRQWLQXHG WR EH JRYHUQHG E\ WKH WHUPV RI WKH RULJLQDO DJUHHPHQW

,Q DOO RI WKH WHUULWRULHYV PDQDJHG E\ 6DQRIL LQFOXGL®J3WDIOH G} LGWH GQEMED MH W D) G
DJUHHPHQW 6DQRIL UHFRJQL]JHG LQ LWV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY WKH UF
-DQXDU\ RQZDUGYV WKHUH KDV QR ORQJHU EHHQ DQ\ VKDUH RI SURILWMWY UHYFRPML Q J
DWWULEXWDEOH WR QRQ ERQWHIHR QQERB H W BDWHPMQ W

,Q THUULWRU\ "% ZIRWFRZMDWLPDQDJHG E\ % EXVWEHV3IODPIY[FRQGXFWHG WKURXJK WKH 7HUULW
ZHUH MRLQWO\ RZQHG E\ %06 DQG 6DQRIL 6DQRIL UHFRJQL]JHG LWoKDMKBUH BUBIURNLWRWQ G
LQYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKRG

2Q JHEUXDU\ 6DQRIL SXUFKDVHG DOQQ@HOFK IRQ WHUHVYMWULWRU\ % SDUWQHUVKLSV |
SULFH RALOO)R@ORZLQJ D WUDQVLWLRQ SHULRG 6D Q R IXQKITHU ELH¥\Q FFRP DHDEM.® @ L [LRH -3 Y L
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$ ,PSDFW RI H[FKDQJH UDWHYV

‘H UHSRUW RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQ HXURV %HFDXVH ZH HDUQ D
HXUR LV QRW WKH ORFDO FXUUHQF\ RXU UHVXOWV RI RSHUDWLRQV FDQ EH VLJQLILFDQWO)
RWKHU FXUUHQFLHYV SULPDULO\ WKH 86 GROODU DQG WR D OHVVHU H[WHQW WKH -DSDQH\
WKHVH HITHFWV HYHQ WKRXJK FHUWDLQ RI WKHVH FRXQWULHV GR QRAM BIBRROHBRIIRXUD ODU
QHW VDOHV LQ WKH 8QLWHG 6WDWHV $Q LQFUHDVH LQ WKH YDOXH RI WKH 86 GROODU DJDL
RXU RSHUDWLQJ LQFRPH $ GHFUHDVH LQ WKH YDOXH RI WKH 86 GROODU DJDLQVW WKH HXU|
E\ DQ HTXDO UHGXFWLRQ LQ RXU FRVWY DQG WKHUHIRUH QHJDWLYHO\ DIIHFWV RXU RSHUD
SDUWLFXODUO\ VLIQLILFDQW LPSDFW RQ RXU RSHUDWLQJ LQFRPH ZKLFK LV KLJKHU LQ WKH

JRU D GHVFULSWLRQ RI DUUDQJHPHQWY HQWHUHG LQWR WR PDQDJH RSHUDWLQJ IRUHI
VHH U,WHP AXDQWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUHV DERXW ODUNHW 5LVNU D¢
5HODWHG WR )LQDQFLDO ODUNHWYV O OXFWXDWLRQV LQ FXUUHQF\ H[FKDQJH UDWHV FRXO
FRQGLWLRQU

$ 'LYHVWPHQWYV

7KHUH ZHUH QR PDWHULDO GLYHVWPHQWYV LQ

2Q 0D\ 6DQRIL DQQRXQFHG WKH FORVLQJ RI LWV VDOH RI  PLOOLRQ VKDUHV RI 5HJH
DW D SULFH RI SHU VKDUH 7KLV LQFOXGHG D SUHYLRXVO\ DQQRXQFHG RYHUDOORWPHOQ\
DGGLWLRQ 6DQRIL DQQRXQFHG WKH FRPSOHWLRQ RI 5HJHQHURQ V UHSXUFKDVH RI PLO(
VWRFN GLUHFWO\ IURP 6DQRIL $V D UHVXOW RI WKH RIIHULQJ 6DQRIL KDV VROG LW
IRU 5HJHQHURQ VKDUHV UHWDLQHG E\ 6DQRIL WR VXSSRUW LWV RQJRLQJ FROODERUI
WUDQVDFWLRQ UHODWHG FRVWV RI PLOOLRQ &RQVHTXHQWO\ 6DQRILxV HTXLW\ LQWH
PHWKRG

2Q 1RYHPEHU 6DQRIL HQWHUHG LQWR D GHILQLWIRYHsDWHHPRARW WDR HV HOV FIR
RQ )HEUXDU\ 6DQRIL UHFRJQL]HG D SUH WD[ JDLQ RI PLOOLRQ

JRU IXUWKHU GHWDLOV DERXW WKH GLYHVWPHQWY PHQWLRQHG DERYH VHH 1RWH ' WR R
WKLV DQQXDO UHSRUW

$ $FTXLVLWLRQV

2Q $SULO 6DQRIL DFTXLUHG WKH HQWLUH VKDUH FDSLWDOORIREBPOEDRM XS WRIURQW
PLOOLRQPLOOLRQ FRQWLQJHQW XSRQ UHDFKLQJ FHUWDLQ GHYHORSPHQW PLOHVWRQHV 7K
UHFRJQLWLRPLRDRRGWKHU LQWDQXIE QRSDFWHWY WKLY DFTXLVLWLRQ D V$ BT DHIPWLHRE) \Z LRV K
FRQVROLGDWHG XQGHUWDNLQJY DQG LQYHVWPHQWY DEBRWRM If& QR R OOGIW HBK WW-DTW HW M @ W
QHW FDVK RXW RLRDRRQ

2Q $suULO 6DQRIL FRPSOHWHG WKH SXEOLF RIIHULQJ IRU .LDGLV $V RI WKH HQG RI V
6DQRIL KHOGRI WKH VKDUH FDSLWDO RI .LDGLV DQG ODXQFKHG D VWDWXWRRN & KHOWLKDEX\ F
FDSLWDO 7KH SUHOLPLQDU\ SXUFKDVH SULFH DO O RPRLDWRR®WHHX Q QWG QKH BOR-E DUNYAHRA QAL KL
DFTXLVLWLRQ DV UHIOHFWHBTXLWIKWQRWKHRD ER®MVROHIEDWHG XQGHUWDNLQJY DQG LQYHVW
HTXLW\ PHWODKW&H FRQVROLGDWHG VWDWHPHQW RI FDPKOORER®Y LV D QHW FDVK RXWIORZ RI

2Q $SULO 6DQRIL DFTXLUHG 7LGDO 7KHUDSHXWERE® OIRRIQMLID XISRQREQ WS SRR € Q UR @ |

PLOOLRQ FRQWLQJHQW XSRQ UHDFKLQJ FHUWDLQ GHYHORSPHQW PLOHVWRQHV 7KH
UHFRJQLWLRPLRORREWKHU LQWDQ@KHE OPISD¥WHRIVWKLY DFTXLVLWLRQ DV$BHXQWEWHREQ ¥ L RVK |
FRQVROLGDWHG XQGHUWDNLQJY DQG LQYHVWPHQWY DEBRWRM If& QR R OUGIW HBK VW-DTWY HW M @ W
QHW FDVK RXW IFORYORR Q

2Q 6HSWHPEHU 6DQRIL FRPSOHWHG WKH DFTXLVLWLRQ RI 7UDQVODWH %LR IRU D SX
SULFH DOORFDWLRQ UHVXOWHG LQ WKH UHFRROOMWIZRE RP IRREG ZRIOWKD FRXFOMLYLWLRQ DV Uk
LWHFETXLVLWLRQV Rl FRQVROLGDWHG XQGHUWDNLQJV DQG LQYHVWPHQ®WEHAFRRXQWRIGL GM!
VWDWHPHQW RI FDVK IORZV LV D @QH®/ORRWK RXWIORZ RI

2Q 1RYHPEHU 6DQRIL FRPSOHWHG WKH DFTXLVLWLRQ RELOGPR@ LIOPD DRWUBQVDAWQLAQ
EDVLV 7KH SUHOLPLQDU\ SXUFKDVH SULFH DOORFDWILEGQ@IRRWXEW H® WO QN K HOWHH B R Y6 MWL RIE
DFTXLVLWLRQ DV UHIOHFWHBTXLWKWQRWKHRD ERQMVROHLBEDWHG XQGHUWDNLQJV DQG LQYHVW
HTXLW\ PHVDKW&H FRQVROLGDWHG VWDWHPHQW RI FDVIPLORERQV D QHW FDVK RXWIORZ RI

2Q 'HFHPEHU 6DQRIL FRPSOHWHG WKH DFTXLVLWLRQ RI 2ULJLPP %LRWHFKQRORJ\ *PE
WR PLOOLRQ FRQWLQJHQW XSRQ UHDFKLQJ FHUWDLQ GHYHORSPHQW SKDVHV 7KH SUHOL
R PLOOLRQ RI RWKHU LQWDQJLEOH DVVHWYV 7KH LPSDFW RI$RWKUW DWIRDQWLRIL R QDAR U H!
XQGHUWDNLQJY DQG LQYHVWPHQWY DFFRXQWHGQIRWK KX VAERQ VR Q HGIDWKH. @&/ \V WHDWHKIRPGEH QW RI1 FL
HQGHG 'HFHPEHU LV D QHW FDVK RXWIORZ RI PLOOLRQ

2Q BQXDU\ 6DQRIL DFTXLUHG 6\QWKRU[ ,QF UB\QWKRU[U IRU ELOOLRQ ELOO
LQ WKH UHFRJQLWLRQ RI JRRGZLOO DPRXQWLQJ WR PLOOLRQ 6\QWKRU[ KDV QR FRPP
RI PLOOLRQ WR B6DQRILxV FRQVROLGDWHG QHW LQFRPH LQ 7KH FDVK RXWIORZ RQ \
UHFRUGHG LQ WRAXQVQWLRMHPRI FRQVROLGDWHG XQGHUWDNLQJV DQG LQYHVWFPH@MY DFFR
WKH FRQVROLGDWHG VWDWHPHQW RI FDVK IORZV
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6DQRIL DFTXLUHG 3ULQFLSLD %LRSKDUPD ,QF U3ULQFLSLDU RQ 6HSWHPEHU IRU
DOORFDWLRQ UHVXOWHG LQ WKH UHFRJQRIWIRIGRRIQFPBGRLIODY DPPRXRWRRAUA/RO RSHUDWLRQ'
FRQWULEXWLRQ RI PLOOLRQ WR 6DQRILxXY FRQVROLGDWHG QHW LQFRPH LQ 7KH FDVI

DQG ZDV UHFRUGHG L$F WKW LOLIRDVYWHPFRQVROLGDWHG XQGHUWDNLQJY DQG LQYHVWPHQW
PHWKRGWKLQ WKH FRQVROLGDWHG VWDWHPHQW RI FDVK IORZV

JRU IXUWKHU LQIRUPDWLRQ DERXW WKH DFTXLVLWLRQV PHQWLRQHG DERYH VHH 1RWHV '
DW ,WHP RI WKLV $QQXDO 5HSRUW RQ )RUP )

$ &ULWLFDO DFFRXQWLQJ DQG UHSRUWLQJ SROLFLHYV

2XU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH DIIHFWHG E\ WKH DFFRXQWLQJ DQG UH
UHSRUWLQJ SROLFLHVY DUH FULWLFDO WR DQ XQGHUVWDQGLQJ Rl RXU UHVXOWV Rl RSHUDW
WKHVH FULWLFDO SROLFLHV FDQ EH VLJQLILFDQWO\ DIIHFWHG E\ WKH HVWLPDWHV MXGJ
SUHSDUDWLRQ RI RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY 7KH DFFRXQWLQJ DQG UHS
XQGHUVWDQGLQJ RI RXU UHVXOWV Rl RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ DUH WKH IR

SHYHQXH UHFRJQLWLRQ

2XU SROLFLHV ZLWK UHVSHFW WR UHYHQXH UHFRJQLWLRQ DUH GLVFXVVHG LQ 1RWH % A
RI WKLY DQQXDO UHSRUW O5HYHQXH DULVLQJ IURP WKH VDOH RI1HR ¢ DIGNYSVWUIARHAQ WIHVGH L Q V
UHYHQXH IURP VDOHV RI SKDUPDFHXWLFDO SURGXFWV FRQVXPHU KHDOWKFDUH SURGXFWV
FXVWRPHU LQFHQWLYHYVY DQG GLVFRXQWYVY DQG RI FHUWDLQ VDOHV EDVHG SD\PHQWV SDLG
ZLWK ,)56 5BHYHQXH IURP &RQWUDFWV ZLWK &XVWRPHUV VXFK UHYHQXH LV UHFRJQL]HG
FXVWRPHU &RQWURO UHIHUV WR WKH DELOLW\ WR GLUHFW WKH XVH RI DQG REWDLQ VXEV!
YDVW PDMRULW\ RI FRQWUDFWYV UHYHQXH LV UHFRJQLJHG ZKHQ WKH SURGXFW LV SK\VL
DFFHSWDQFH WHUPV DJUHHG ZLWK WKH FXVWRPHU

JRU FRQWUDFWY HQWHUHG LQWR E\ 6DQRIL 3DVWHXU WUDQVIHU RI FRQWURO LV XVXDOO\ C
GHIHUUHG DQG DFFHSWDQFH RI EDWFKHV RI YDFFLQH

$V UHJDUGY FRQWUDFWY ZLWK GLVWULEXWRUV 6DQRIL GRHV QRW UHFRJQL]H UHYHQXH ZK
FDVH Rl SURGXFWV VROG RQ FRQVLJQPHQW RU LI WKH GLVWULEXWRU DFWV DV DQ DJHQ
WUDQVIHUUHG WR WKH HQG FXVWRPHU DQG WKH GLVWULE XoHRWA\D F PR \J W IQRIQL NG WEKUSH/GNG
LQFRPH VWDWHPHQW

‘H RIITHU YDULRXV W\SHV RI SULFH UHGXFWLRQV RQ RXU SURGXFWV ,Q SDUWLFXODU SUR
SURJUDPV VXFK DV OHGLFDUH DQG OHGLFDLG XQGHU ZKLFK SURGXFWY DUH VROG DW D GL
DQG XQGHU FRQWUDFWXDO DUUDQJHPHQWY ZLWK FHUWDLQ FXVWRPHUV 6RPH ZKROHVDOHU
SULFH WR WKH HQG FXVWRPHU XQGHU VSHFLILF FROQOWUDFWXDO DUUDQJHPHQWY &DVK Gl
GLVFRXQWYVY LQFHQWLYHVY DQG UHEDWHY GHVFULEHG DERYH DUH HVWLPDWHG RQ WKH EDVL
Rl1 VSHFLILF WHUPV Rl WKH UHOHYDQW UHJXODWLRQV DQG RU DJUHHPHQWY DSSOLFDEOH IR
DERXW WKH DWWDLQPHQW RI VDOHV WDUJHWYVY :H DOVR HVWLPDWH WKH DPRXQW RI VDOHV
KLVWRULFDO GDWD 'LVFRXQWV LQFHQWLYHV UHEDWHY DQG VDOHV UHWXUQV DUH UHFRJQ
ZLWKHY 6D®WVD UHGXFWLRQ RI JURVV VDOHV )RU DGGLWLRQDO GHWDLOV UHJDUGLQJ WKH
VDOHV UHWXUQV VHH 1RWH ' WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHF

SHYHQXHV IURP QRQ 6DQRIL SURGXFWY PDLQO\ FRPSULVLQJ UR\DOW\ LQFRPH IURP OLFHQ\
RXU 86 EDVHG HQWLW\ 9D[6HUY 2 WIKIHHU SUHINAHRQMW NDG. QH W KMMHP DOVR LQFOXGHYV UHYHQXHYV DUL
(ORFWDWGE $O0SUR®HY 6DQRILxV DIJUHHPHQWY ZLWK 6ZHGLVK 2USKDQ %LRYLWUXP $% 6REL
6DQRIL WR SURYLGH PDQXIDFWXULQJ VHUYLFHV WR WKLUG SDUWLHYV

%XVLQHVV FRPELQDWLRQV

$V GLVFXVVHG LQ 1RWH % U%XVLQHVV FRPELQDWLRQV DQG WUDQVDFWLRQV ZLWK QRQ FR
LQFOXGHG DW ,WHP RI WKLV DQQXDO UHSRUW EXVLQHVV FRPELQDWLRQV DUH DFFRXQWH#
DVVHWV DQG OLDELOLWLHY WKDW VDWLVI\ WKH UHFRJQLWLRQ FULWHULD RI ,)56  %XVLQH\
WKH DFTXLVLWLRQ GDWH H[FHSW IRU L QRQ FXUUHQW DVVHWV FODVVLILHG DV KHOG IR
DQG LL DVVHWV DQG OLDELOLWLHV WKDW IDOO ZLWKLQ WKH VFRSH RI ,$6 ,QFRPH 7D[H)
FRPSOHWHG RQ RU DIWHU -DQXDU\ DUH DFFRXQWHG IRU LQ DFFRUGDQFH ZLWK WKH |
6WDWHPHQWY ,Q SDUWLFXODU FRQWLQJHQW FRQVLGHUDWLRQ SD\DEOH WR IRUPHU RZQl
SD\PHQWYV XSRQ WKH DFKLHYHPHQW Rl FHUWDLQ 5 ' PLOHVWRQHV LV UHFRJQL]HG DV D OLD
RI WKH SUREDELOLW\ Rl SD\PHQW ,I WKH FRQWLQJHQW FRQVLGHUDWLRQ ZDV RULJLQDOO\ U
DUH UHFRJQL]JHG LQ SURILW RU ORVV VHH 1RWH ' U/LDELOLWLHY UHODWHG WR EXVL
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLY DQQXDO UHSRUW

,PSDLUPHQW RI JRRGZLOO DQG LQWDQJLEOH DVVHWYV

$V GLVFXVVHG LQ 1RWH % U,PSDLUPHQW Rl SURSHUW\ SODQW DQG HTXLSPHQW LQWDQJLI
PHWKRGU DQG LQ 1RWH ' U,PSDLUPHQW RI LQWDQJLEOH DVVHWY DQG SURSHUW\ SODQW
LQFOXGHG DW ,WHP Rl WKLY DQQXDO UHSRUW ZH WHVW RXU LQWDQJLEOH DVVHWYV IRU L
LQGLFDWLRQ RI LPSDLUPHQW 6XFK LQGLFDWRUV FRXOG LQFOXGH SULPDULO\ EXW QRW HI[F
H[DPSOH WKH LQWURGXFWLRQ RI D FRPSHWLWRUxV SURGXFW LL HDUOLHU WKDQ H[SH
LY UHVWULFWLRQV LPSRVHG E\ UHJXODWRU\ DXWKRULWLHV RQ WKH PDQXIDFWXUH RU V
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SURGXFW YL GLIIHUHQW IURP H[SHFWHG FOLQLFDO WULDO UHVXOWYV YLL KLJKHU WKD
HFRQRPLF SHUIRUPDQFH

‘H WHVW IRU LPSDLUPHQW RQ WKH EDVLV RI WKH VDPH REMHFWLYH FULWHULD WKDW ZHUH
WHVWY DUH EDVHG RQ WKH UHODWLRQVKLS RI WKH YDOXH RI RXU SURMHFWHG IXWXUH FDVFk
WKH DVVHW IRU LWV LQLWLDO YDOXDWLRQ RU WKH FDUU\LQJ DPRXQW RI WKH DVVHW IRU F

6LJQLILFDQW XQGHUO\LQJ DVVXPSWLRQV UHTXLULQJ WKH H[HUFLVH RI FRQVLGHUDEOH MXGJ
GHWHUPLQH WKH UHFRYHUDELOLW\ RI LQWDQJLEOH DVVHWV LQFOXGLQJ SULPDULO\ EXW
LL H[SHFWHG LPSDFWV IURP FRPSHWLQJ SURGXFWV LQFOXGLQJ EXW QRW H[FOXVLYHO\ JH
PDUJLQ OHYHOV LY OLNHO\ FKDQJHV LQ WKH UHJXODWRU\ OHJDO RU WD[ HQYLURQPHQW
UDWHYV

7KH UHFRYHUDEOH DPRXQWYV RI LQWDQJLEOH DVVHWY UHODWHG WR UHVHDUFK DQG GHYHC
IORZV ZKLFK UHIOHFW WKH GHYHORSPHQW VWDJH RI WKH SURMHFW DQG WKH DVVRFLDWHG

7KH SURMHFWHG FDVK IORZV DUH GLVFRXQWHG WR SUHVHQW YDOXH XVLQJ D GLVFRXQW UDV

&KDQJHV LQ IDFWV DQG FLUFXPVWDQFHV DVVXPSWLRQV DQG RU HVWLPDWHYV PD\ OHDG V
LPSDLUPHQW SUHYLRXVO\ UHFRUGHG

.H\ DVVXPSWLRQV UHODWLQJ WR JRRGZLOO LPSDLUPHQW DUH WKH SHUSHWXDO JURZWK UDV
NH\ DVVXPSWLRQV LV GLVFORVHG LQ 1RWH U,PSDLUPHQW RI LQWDQJLEOH DVVHWV DQ
ILODQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLY DQQXDO UHSRUW

&RQWLQJHQW FRQVLGHUDWLRQ UHFHLYDEOH

$V GHVFULEHG LQ 1RWH % DQG WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
FRQVLGHUDWLRQ UHFHLYDEOH VXFK DV HDUQ RXWV RQ GLYHVWPHQWY IRU H[DPSOH LQ WK
UHFRJQL]J]HG DV DQ DVVHW DW IDLU YDOXH DV RI WKH GDWH RI GLYHVWPHQW 6XEVHTXHC
UHFRJQL]JHG LQ SURILW RU ORVYV

S3HQVLRQV DQG SRVW UHWLUHPHQW EHQHILWYV

$V GHVFULEHG LQ 1RWH % U(PSOR\HH EHQHILW REOLJDWLRQVU WR RXU FRQVROLGDWHG
UHSRUW ZH UHFRJQL]H RXU SHQVLRQ DQG UHWLUHPHQW EHQHILW FRPPLWPHQWY DV OLDELC
LQ HPSOR\HHY DQG UHWLUHHY DW WKH HQG Rl WKH UHSRUWLQJ SHULRG QHW RI WKH IDLU Y
WKLV HVWLPDWH DW OHDVW RQ DQ DQQXDO EDVLV WDNLQJ LQWR DFFRXQW ILQDQFLDO DVVX
VXFK DV OLIH H[SHFWDQF\ UHWLUHPHQW DJH HPSOR\HH WXUQRYHU DQG WKH UDWH RI VDC

‘H UHFRJQL]H DOO DFWXDULDO JDLQV DQG ORVVHV LQFOXGLQJ WKH LPSDFW RI D FKDQJH LCQC

'"HSHQGLQJ RQ WKH NH\ DVVXPSWLRQV XVHG WKH SHQVLRQ DQG SRVW UHWLUHPHQW EHQH!
KDYH D PDWHULDO HIIHFW RQ UHSRUWHG HDUQLQJV $ VHQVLWLYLW\ DQDO\VLV WR WKHVH
SHQVLRQV DQG RWKHU EHQHILWVU WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV LQFOX

7D[HV

$V GLVFXVVHG LQ 1RWH % U,QFRPH WD[ H[SHQVHU WR RXU FRQVROLGDWHG ILQDQFLDO V
UHFRJQL]H GHIHUUHG LQFRPH WD[HV RQ WD[ ORVV FDUU\ IRUZDUGY DQG RQ WHPSRUDU\ GL
DVVHWY DQG OLDELOLWLHY :H FDOFXODWH RXU GHIHUUHG WD[ DVVHWY DQG OLDELOLWLHYV
HVYWLPDWH WKDW WKH WHPSRUDU\ GLIIHUHQFHV DUH H[SHFWHG WR UHYHUVH :H GR QRW U}
WKDW WKH GHIHUUHG WD[ DVVHWYVY ZLOO QRW EH UHDOL]JHG 7KH UHFRJQLWLRQ RI GHIHUUH
HDFK WD[ JURXS DQG RI WKH WD[ FRQVHTXHQFHV RI WKH VWUDWHJLF RSSRUWXQLWLHV DYD

7KH SRVLWLRQV DGRSWHG E\ 6DQRIL LQ WD[ PDWWHUV DUH EDVHG RQ LWV LQWHUSUHWDWLF
VXEMHFW WR XQFHUWDLQW\ ,Q VXFK FDVHV 6DQRIL DVVHVVHV WKH DPRXQW RI WKH WDJ[ C
SRVLWLRQ ZLOO EH H[DPLQHG E\ RQH RU PRUH WD[ DXWKRULWLHVY RQ WKH EDVLV RI DOO UH
ZLWK UHIHUHQFH WR OHJLVODWLRQ FDVH ODZ UHJXODWLRQV DQG HVWDEOLVKHG SUDFWLF
ZKHUH DSSURSULDWH ZLWK QR RIIVHW RU DJJUHJDWLRQ EHWZHHQ SRVLWLRQV 7KRVH I
FLUFXPVWDQFHV H[LVWLQJ DW WKH HQG RI WKH UHSRUWLQJ SHULRG :KHQ DQ XQFHUWDLQ
EDVLV RI 6DQRILxVY EHVW HVWLPDWH DQG UHFRJQL]JHG DV D OLDELOLW\ XQFHUWDLQ WD[ DV

SBURYLVLRQV IRU ULVNYV

6DQRIL DQG LWV VXEVLGLDULHY DQG DIILOLDWHY PD\ EH LQYROYHG LQ OLWLIJDWLRQ DUEL
DUH UHODWHG WR SURGXFW OLDELOLW\ FODLPV LQWHOOHFWXDO SURSHUW\ ULJKWV FRPS
ZURQJIXO GLVFKDUJH FODLPV WD[ DVVHVVPHQW FODLPV ZDVWH GLVSRVDO DQG SROOXWL!
DUUDQJHPHQWY UHODWLQJ WR EXVLQHVV GLYHVWLWXUHV $V GLVFXVVHG LQ 1RWH % U3l
LQFOXGHG DW ,WHP RlI WKLY DQQXDO UHSRUW ZH UHFRUG D SURYLVLRQ ZKHUH ZH KDYH
UHVXOW RI D SDVW HYHQW LW LV SUREDEOH WKDW DQ RXWIORZ RI UHVRXUFHV HPERG\LQJ
D UHOLDEOH HVWLPDWH FDQ EH PDGH RI WKH DPRXQW RI WKH RXWIORZ RI UHVRXUFHV :H D
ZH DUH XQDEOH WR PDNH D UHDVRQDEOH HVWLPDWH Rl WKH H[SHFWHG ILQDQFLDO HIIHFW W
RU D FDVK RXWIORZ LV QRW SUREDEOH

JRU DGGLWLRQDO GHWDLOV UHJDUGLQJ WKH ILQDQFLDO LPSDFW RI SURYLVLRQV IRU ULVN
$UELWUDO 3URFHHGLQJVU WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW
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SURYLVLRQV IRU UHVWUXFWXULQJ FRVWYV

BURYLVLRQV IRU UHVWUXFWXULQJ FRVWY LQFOXGH FROOHFWLYH UHGXQGDQF\ RU HDUO\
FRQWUDFWY DQG UDWLRQDOL]DWLRQ FRVWY UHODWLQJ WR UHVWUXFWXUHG VLWHV 5HIHU
DW ,WHP R1I WKLV DQQXDO UHSRUW

URYLVLRQV DUH HVWLPDWHG RQ WKH EDVLV RI HYHQWY DQG FLUFXPVWDQFHY UHODWHG W
SDVW H[SHULHQFH DQG WR WKH EHVW RI PDQDJHPHQWxV NQRZOHGJH DW WKH GDWH RI SU
SURYLVLRQV FDQ LQYROYH D VHULHV RI FRPSOH[ MXGJPHQWY DERXW IXWXUH HYHQWYV DQG
LOQKHUHQW XQFHUWDLQWLHY UHODWHG WR WKHVH HVWLPDWHY DQG DVVXPSWLRQV WKH DF
GLIIHU IURP RXU HVWLPDWHYV

$ BHVXOWYV RI RSHUDWIHEGW EHLHD F RISIDHGH G ZLWK \HDU HQ
'"HFHPEHU

&RQVROLGDWHG LQFRPH VWDWHPHQWYV

PLOOLRQ VDOHV b VDOHV
1HW VDOHYV

2WKHU UHYHQXHYV

&RVW RI VDOHYV

*URVV SURILW

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV

6HOOLQJ DQG JHQHUDO H[SHQVHV

2WKHU RSHUDWLQJ LQFRPH

2WKHU RSHUDWLQJ H[SHQVHV

$PRUWL]DWLRQ RI LQWDQJLEOH DVVHWV

,PSDLUPHQW RI LQWDQJLEOH DVVHWV

)DLU YDOXH UHPHDVXUHPHQW RI FRQWLQJHQW FRQVLGHUDWLRQ
SHVWUXFWXULQJ FRVWYV DQG VLPLODU LWHPYV

2WKHU JDLQV DQG ORVVHV DQG OLWLJDWLRQ

*DLQ RQ 5HJHQHURQ LQYHVWPHQW DULVLQJ IURP WUDQWDFWLRQ RI 0D\

2SHUDWLQJ LQFRPH

JLQDQFLDO H[SHQVHYV
JLQDQFLDO LQFRPH

,QFRPH EHIRUH WD[ DQG LQYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HTXLW\
PHWKRG

,QFRPH WD[ H[SHQVH

6KDUH RI SURILW ORVV IURP LQYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HTXLW\
PHWKRG

1HW LQFRPH

1HW LQFRPH DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWYV

I1HW LQFRPH DWWULEXWDEOH WR HTXLW\ KROGHUV RI 6DQRIL

$YHUDJH QXPEHU RI VKDUHV RXWVWDQGLQJ PLOOLRQ
$YHUDJH QXPEHU RI VKDUHV DIWHU GLOXWLRQ PLOOLRQ
4 %DVLF HDUQLQJV SHU VKDUH

a 'LOXWHG HDUQLQJV SHU VKDUH

D,QFOXGHV WKH LPSDFWV RI WKH ,)5,& ILQDO DJHQGD GHFLVLRQV RI 0DUFK RQ WKH FRVWV RI FRQILJ
DV D 6HUYLFH 6DD6 DUUDQJHPHQW DQG RI $SULO RQ WKH DWWULEXWLRQ RI EHQHILWY WR SHULF
ILQDQFLDO VWDWHPHQWY SUHVHQWHG DW ,WHP RI WKLY DQQXDO ILQDQFLDO UHSRUW
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$ 1HW VDOHYV

&RQVROLGDWHG QHW VDOHNFHRREMKH \BPBXHQWGCHEGE WRLOOLR®&LIKHU WKDQ (EFRKDQJH UDWH
IOXFWXDWLRQV KDG D HSBIWEM WD IHF®RROQWY RYHUDOO GXH PDLQO\ WR DGYHUVH WUHC
WKH 86 GROODU -DSDQHVH \HQ 7XUNLVK OLUD %UD]LOLDQ UHDO DQG $UJHQWLQHDQ SHVR
VDOHV URVH EDLQO\ UHIOHFWLQJ VWURQJ JURZWK IRU RXU 6SHFLDOW\ &DUH JOREDO EXVI
'XSL[AQWQG LQFUHDVHG VDOHV IRU RXU 9DFFLQHV EXVLQHVY DQG RXU &RQVXPHU +HDOWEK
PRUH WKDQ RIIVHW D GHFUHDVH LQ VDOHV IRU RXU *HQHUDO OHGLFLQHVY JOREDO EXVLQHVYV
SRUWIROLR DQG ORZHDQ® OFHWRRIHD QW XV

5HFRQFLOLDWLRQ RI QHW VDOHV WR QHW VDOHV DW FRQVWDQW H[FKDQJH UDWHYV

PLOOLRQ &KDQJH
1HW VDOHYV

(IlTHFW RI H[FKDQJH UDWHV
1HW VDOHV DW FRQVWDQW H[FKDQJH UDWHYV

‘KHQ ZH UHIHU WR FKDQJHV LQ RXU QHW VDOHV DW FRQVWDQW H[FKDQJH UDWHV &(5 WKD
UDWHV E\ UHFDOFXODWLQJ QHW VDOHV IRU WKH UHOHYDQW SHULRG XVLQJ WKH H[FKDQJH U|

'KHQ ZH UHIHU WR FKDQJHV LQ RXU QHW VDOHV RQ D FRQVWDQW VWUXFWXUH &6 EDVLYV
VWUXFWXUH E\ UHVWDWLQJ WKH QHW VDOHV IRU WKH SUHYLRXV SHULRG DV IROORZYV

a E\ LQFOXGLQJ VDOHY JHQHUDWHG E\ HQWLWLHV RU SURGXFW ULJKWV DFTXLUHG LQ WKH F
SRUWLRQ RI WKH FXUUHQW SHULRG GXULQJ ZKLFK ZH RZQHG WKHP EDVHG RQ KLVWRULFL
ZH PDNH WKH DFTXLVLWLRQ

a4 VLPLODUO\ E\ H[FOXGLQJ VDOHV IRU D SRUWLRQ RI WKH SUHYLRXV SHULRG ZKHQ ZH KD
SHULRG DQG

a IRUD FKDQJH LQ FRQVROLGDWLRQ PHWKRG E\ UHFDOFXODWLQJ WKH SUHYLRXV SHULRG R

7R IDFLOLWDWH DQDO\VLY DQG FRPSDULVRQV ZLWK SULRU SHULRGV VRPH ILJXUHV DUH JLY
EDVLV &(5 &6

1HW VDOHV E\ RSHUDWLQJ VHIPHQW DQG JOREDO EXVLQHVV XQLW

2XU QHW VDOHV FRPSULVH WKH QHW VDOHY JHQHUDWHG E\ RXU 3KDUPDFHXWLFDOV 9DFFLQ

7KH WDEOH EHORZ DOVR SUHVHQWY DQ DQDO\VLYV RI RXU QHW VDOHV E\ *OREDO %XVLQHVV ¢
&KDQJH DW
&KDQJH RQ D FRQVWDQW

PLOOLRQ UHSRUWHG HE[FKID\QJH UDWHYV

6SHFLDOW\ &DUH *%8

*HQHUDO OHGLFLQHV *%8

3KDUPDFHXWLFDOV VHIJPHQW

9DFFLQHV *%8 VHIPHQW

&RQVXPHU +HDOWKFDUH *%8 VHIPHQW

7TRWDO QHW VDOHV

1HW VDOHV E\ IUDQFKLVH JHRJUDSKLFDO UHJLRQ DQG SURGXFW

JROORZLQJ RXU )HEUXDU\ &DSLWDO ODUNHWYV 'D\ ZH KDYH FKDQJHG KRZ ZH SUHVHQW
&RQVXPHU +HDOWKFDUH *%8V :H KDYH LQWURGXFHG D VHSDUDWH OLQH IRU U,QGXVWULL
LQJUHGLHQWY DQG VHPL ILQLVKHG SURGXFWV WR WKLUG SDUWLHV 6XFK VDOHV ZHUH SUH
(VWDEOLVKHG 3UHVFULSWLRQ 3URGXFWYV IUDQFKLVHY RQ WKH OLQH IRU WKH UHOHYDQW SU|
*%8 ZH KDYH DGRSWHG D PRUH JUDQXODU SUHVHQWDWLRQ E\ LQWURGXFLQJ QHZ VXE FDW
DQG RSSRUWXQLWLHV RI RXU SRUWIROLR
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JRU FRPSDUDWLYH SXUSRVHV WKH
WKRVH FKDQJHYV

1HwW vDohr&KPQ

PLOOLRQ & (5
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ILIXUHV XVHG WR FRPSXWH WKH \HDU RQ \HDU PRYHF

&KDQ

&KDQ 8
UHSRI 6 &(5

&KDQ 5HVW R
(XURSH & (5 ZRU

‘XSL[HQW
$XEDJILR
/[HPWUDGD
_HY]DUD
7RWDO 1HXURORJ\
&HUH]YPH
&HUGMOJD
0\RJ\PH/XPL]\PH
YDEUD]{PH
$OGXUD]\PH
7RWDO 5DUH 'LVHDVHV
-HYWDQD

YDVWXUWHF

/LEWD\R

6DUFDLVD

7RWDO 2QFRORIJ\
$O0SUROL[
(ORFWDWH
&DEDOLYL
7RWDO 5DUH

,PPXQRORIJ\

%ORRG 'LVRUGHUV

6SHFLDOW\ &DUH *%8

/IDQWXV

TRXNMHR

6RO LTE&DO I'T X D
2WKHU 'LDEHWHYV
7RWDO 'LDEHWHV
IRYHQR]

30DVL[

0XOWDT
3UDOXHQW
$SUR'YHO
OR]RELO
7K\PRJOREXOLQ
*HQHULFV

2WKHU (VWDEOLVKHG 3UHVFULSWLRQ 3URGXFWV

7RWDO &DUGLRYDVFXODU (VWDEOLVKHG
BUHVFULSWLRQ 3URGXFWYV

,QGXVWULDO 6DOHV

*HQHUDO OHGLFLQHV *%8

7RWDO 3KDUPDFHXWLFDOV

3ROLR 3HUWXVVLV +LE 9DFFLQHV
$GXOW %RRVWHU 9DFFLQHYV
OHQLQJLWLY 3QHXPRQLD 9DFFLQHV
,QIOXHQ]D 9DFFLQHV

7UDYHO 2WKHU (QGHPLFV 9DFFLQHV
7RWDO 9DFFLQHV

$00HUJ\

&RXJK &ROG DQG )OX

3DLQ

"LJHVWLYH :HOOQHVV

3K\WLFDO :HOOQHVV

OHQWDO :HOOQHVV

3HUVRQDO &DUH

2WKHU

7RWDO &RQVXPHU +HDOWKFDUH

7TRWDO 6DQRIL
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1HW VDOHV = 3KDUPDFHXWLFDOV VHIJPHQW

,Q QHW VDOHV IRU WKH 3KDUPDFHXWLFDOVPVEORRQWRBPR XHSRG WHG E DWW W RQWGWD QW
H[FKDQJH UDWHV &(5 7KH \HDU RQ \HDU UHSRUWGIGRRDYHVOHGEMWIVHD @M HUJV H [ PKLED@IHR Q DW
DQG WKH IROORZLQJ SULQFLSDO HIIHFWV DW FRQVWDQW H[FKDQJH UDWHYV

4 VROLG SHUIRUPDQFHV I >PKOO[HRW WKH 2QFRO®BURQ DQG 5DUH 'PUBDVRY IUDQFKLVHV
LQGXVWULL PLOOBRG
4 ORZHU VDOHV IRU WKH &DUGLRYDVFXODU PLOOLRQ ‘I PLOOLRQ 5DUH %ORRG 'L\

PLOOLRQ DQG 1HXUROR PLOOLRQ IRDQFKLVHV
&RPPHQWV RQ WKH SHUIRUPDQFHV Rl RXU PDMRU 3KDUPDFHXWLFDOV VHIJPHQW SURGXFWV D

6SHFLDOW\ &DUH *%8

'XSL[HQW

‘XSL[HQWHYHORSHG LQ FROODERUDWLRQ ZLWK 5HJHQRUGQLRG QB DWRG DR HW S/DWOWMNGREDV
DQG DW FRQVWDQW H[FKDQJH UDWHV ,Q WKH "8QHIVFHGH 6 WDLVDH\L R\PDIEGR R VRN H % SE | HFGRW W L Q X
VWURQJ GHPDQG LQ WKH WUHDWPHQW RI DWRSLF GHUPDWLWLY LQ DGXOWY DGROHVFHQWYV
RQJRLQJ DGRSWLRQ RI WKH SURGXFW IRU WKH WUHDWPHQW RI DVWKPD DQEWQBDDBVSR
RI PLOOLRQ %85 GULYHQ E\ FRQWLQXLQJ JURZWK LQ DWRSLF GHUPDWLWLY LQ NH\ PDU!
5HVW RI WKWHIRBQG 'XSARNQWG QHW VIPQABWLIRQ &(5 LQFOXGLQJ PLOOLRQ LQ -DSDQ

&KLQD ZKHUH"'Z®MHDSSURYHG LQ -XQH IRU PRGHUDWH WR VHYHUH DWRSLF GHUPI
WKH 15'/ 1DWLRQDO S5HLPEXUVHPHQW 'UXJ /LVW LQ ODUFK WKH SURGXFW JHQHUDWHG Q

IHXURORJ\ DQG LPPXQRORJ\

Q WHKHXURORJ\ DQG ,PRMQURXRNH JHQHUDWHG ®HWOLRQHGRRZ® UHSRUWHG ER{LY DQG
ZLWK JURZWK LQ VDORVYHR WHKDQDRIDVHW E\ ORZHDQ®D ®KEVDRLRHPWUDG D

$XEDJLRRVWHG QHW VDPHWORIRQ IGRZQ &(5 RQ ORZHU VDOHV LQ WKH&ERIDMHG W DWHRQ
UHIOHFWLQJ LQFUHDVHG FRPSHWLWLRQ ZKLFK ZDV &DIUDW)\ RALDHOWLRE) JL@RE WKK HQ5 KXWR R
UHJ &(5 D\  PLOOLRQ

Q QHW VDERWWDBPRXQWHG PLROLRQ GRA® RQ D GHFOLQH LQ VDOHV LQ W@ 8QLWHG
DW PLOOLRQ DQG (X8BSHW PLOOLRQ

1HW VDOHY]BRUDGHYHORSHG LQ FROODERUDWLRQHDPKK GHIMH@QUHRIR QEE8BQ GULYHQ E\ VDOHV RI
SURGXFW LQ (XURS$H DW PLOOLRQ WKH 5HVW RI WKH&(RWDONG PHOIOR®RQ DQG WKH 8QLWH

&(5 DW PLOOLRQ 7KH JURZWK WUHQG PDLQO\ UHIOHFWV ULVLQJ GHPDQG IRU ,/ U |
WRFLOL]XPDE

5DUH GLVHDVHYV

Q QHW VDO H\D URIU' M/KHHDWIHYFKLVH WRVWDOBGRQ R(BZ D UHSRUWHG EDW. VFREMNDQW H[FKDC
UDWHV &(5 ,Q (XURSH QHW VDOHV IR&(WWHR |UDRQEKLMIQURYMWEH 8QLWHG 6WDWHYV QHW VI
&(5 WR PLOOLRQ ,Q WKH 5HVW RI WKH :RUOG &H5IDR) BPHWOVRQHV ZHUH XS

1HW VDOHWBRASWKGLVHDVH |IWDRARENKHPLI\PBEQG 1H[YLD]YMUH XS & (5 LMW PLOOLRQ

GULYHQ L LQ WKH 8QLWHGVOWMBHW H\W B X \&X® L0 WP H PLOOLRQ DQG WKH ODXQPKOROLR{JY LDQ\® |
LL E\ WKH LQFUHI V() DWRSHPLOOLRQ DQG LQ WKH 5HVW RI WKH :RUOG UHJLRQ &
WKUHH JHRJUDSKLHV ZDV GXH WR D ULVH LQ WKH QXPEHU RI SDWLHQWY GLDJQRVHG ZLWK D

,Q QHW VDOHDXRKHW KGHLNJHDVFHEIIMHH ]\ PHHQ & HUGHOUBDFKHGPLOOLRQ D ULVH RI "&(5 &HU
VDOHV ZHUH && DW PLOOLRQ KHOSHG E\ D VROLG SHUIRUPDQFH LQ&WKHWHVRL RO LVRIQH :RL
6DOHV RI &HUBWW I &(5 WR PLOOLRQ GULYHQ E\W&(®BURBH PLOOLRQ WKH 8QLWHE 6WDWH)V

DW PLOOLRQ DQG WKH 5HVV &(5 D\ PLOUMRIQRZ SDWLHQWY DGRSWHG WKH SURGXFW R

1HW VDOHVDEIUWKGHYMWDNAD WPEIWWMWVYPHQ ZHUH PLOOLRQ&(5 SURSHOOHG E\ (XEBESH

DW PLOOLRQ DQG WKH 5HVW RI W&(5 RWO®LODIILR@ DQG WR D OHVVHU HJ &(5E\ WKH 8

DW PLOOLRQ GXH WR PRUH SDWLHQWY DGRSWLQJ WKH SURGXFW DQG EHWWHU REVHUYDQ
2QFRORJ\

Q QHW VDOHM FRRW RAMKHQ FKLVH DPRXQRLID® VR R® D UHSRUWHG ED&(5V BQGBYHQ E\ WKH

ODXQFKHV R1 BQOGFQEWIK\RFK PRUH WKDQ RIIVHW WKH LPSDEWXRIRBHQHULFY RI -HYWDQD

-HYWD@RVWHG QHW VDROHOWIRRQ LERZQ &(5 DV VDOHV GHFUHDVHG IKQ5(PWRSHWLOOLRQ
IROORZLQJ WKH HQWU\ Rl JHQHULF FRPSHWLWLRQ LQ VRPH (XURSHDQ P DURRPSR\DIW HRY@G RID
PDWWHU SDWHQW H[SLUHG LQ 6HSWHP&HUDW NDOOIVRRHUR24BYHU 6DQRIL KDV ILOHG SDWt
DIJDLQVW JHQHULF ITXQGHRQGDWFWDRQPDQ LQ WKH 8 6 'LVWULFW &RXUW IRU WKH '"LVWULF\
XVH SDWHQWV WZR RI ZKLFK 86 DQG 86 H[SLUH LQ 2FWREHU DQG WKH R
LQ $SULO LQFOXGLQJ PRQWK SHGLDWULF H[FOXVLYLWLHV 6DQRIL KDV UHDFKHG VHWWC
DJDLQVW WKH UHPDLQLQJ GHIHQGDQWYV LV RQJRLQJ 1R WULDO GDWHYV KDYH EHHQ VFKHGXO
DQ\ JHQHULF FDED]JLWD[HO SURGXFW XQWLO WKH HDUOLHU RI D GLVWULFW FRXUW GHFLVLR(
WKH SRVW WULDO EULHILQJKD6WH FEMHHIMW HOD Q WHYGV QB DWD H[FOXVLYLW\ RQ WKH &$5' FOLQ!
LQ 'HFHPEHU
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IJLEWD\BRHYHORSHG LQ FROODERUDWLRQ ZLWK 5H JMH.QHL > &(5 GULYHQ E\ UL\RUQJ GHP
LQ FXWDQHRXV VTXDPRXV FHOO FDUFLQRPD &6&& ,Q QX H\8@D WPIRX AW D@ HYHZ UERKR\@UR 6 VG D \
5HIJHQHURQ XQGHU WKH WHUPV RI WKH DOOLDQFH EHWZHHQ 6DQRIL DQG 5HJHQHURQ VHI
3KDUPDFHXWLFDOV ,QF 5HJHQHURQ U WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV |

,Q QHW V DEHWM &UWHDD F K PLOOL &(f GULYHQ E\ QHZ ODXQFKHV LQ (XURSHDQ FRX
SHUIRUPDQFH LQ -DSDQ VDO PLOOLRQ LQ WKH PLOOLRQ LQ (. PLOOLRQ LQ WKH 5HVW
:RUOG UHJLRQ

5DUH EORRG GLVRUGHUYV

,Q WEBUH %ORRG 'LIWPQEKUVH JHQHUDWHG @HOOVBRQHGARI® UHSRUWHG EDWLFRIQ/GVDQW
H[FKDQJH UDWHV PDLQO\ DV D UHVXOW RI ORZHU LQGXVWULDO VDOHV WR 6REL IROORZL
H[FOXGLQJ WKDW HIIHFW QHW VDOHV URVH E\ &(5

(ORFWDOMWQIELFDWHG LQ WKH WUHDWPHQW RI KHPRSRLODDL RBQ JHRHY BBWH GU 8 HOMH M\ DGILY GRRZHU \
LQ WKH 5HVW RI WK &(5 GXH WR D GHFUHDVH LQ LQGXVWULDO VDOHV WR 6REL ZKLFK LC
LQGXVWULDO VDOHV WR 6F" LQFUHDVHG 21 (IORFWDWH

Q QHW VD®ESURDLPGLFDWHG LQ WKH WUHDWPHQW RI KHPROSRLAQD GRABPRRQWHG \
WKH 8QLWHG BWDWHV VDOHV RI RLIO-D BR@ &XS WUBIHOWKWGQJ SDWLHQW VZLWFKLQJ WR SURSH
5HVW RI WKH :RUOG UHJLRQ@ ZHUWM GRABEY (R IDIMD SRIROOLRQ GXH WILQGXVWULDO VDOHV WR 6R
DUH UHFRUGHG LQ WKDW UHJLRQ ([FOXGLQJS$IOBIMQEWIHD)/ NG EIVY WRBREL QHW VDOHV RI

&DEOGILAKLFK WUHDWY DFTXLUHG WKURPERWLF WKURPERF\WRSHQLF SHLLOSOXIURDQ X ¢ LQ DGXO
&(5 UHIOHFWLQJ LQFUHDVHG DZDUHQHVV RI WKH FRQGLWLRQ DQG RI WKH, QWHDWBWQRQD |
6RFLHW\ RQ 7TKURPERVLYV DQG +DHPRVW PLOOLRQ LQ WKH &(5 ZKLOH LQ (XURSH QHW
ZHUH &(5 D' PLOOLRQ PDLQO\ DV D UHVXOW RI ODXQFKHV LQ QHZ FRXQWULHYV
*HQHUDO OHGLFLQHV *%8

Q *HQHUDO OHGLFLQHV *%8 QHW VDOHV ZHU D) RORWORQHPROPRIHDW WKH )HEL

&DSLWDO ODUNHWYV 'D\ 6DQRIL GHFLGHG WR SULRULWL]H FRUH SURGXFWV ZLWKLQ LWV *HQF
SURILOHV DQG VLJQLILFDQW RSSRUWXQLW)\ IRU JUR B R®L TN X ERGNHIAY HQRR[D B N D@E O X G H

7K\PRJOREDIO}V RI FRUH SURGXFWV LQ ZHUH XS &(5 DW PLOOLRQ UTXHOHG E
OR]RELDK\PRJORDPXQWEGL YR X MR® FRUH SURGXFWV SRVWHG VDOHV RI PLOOLRQ GRZQ & (E
SRUWIROLR DQG ORZHUW @0 OHSURIMIOURY XY LQGXVWULDO VDOHV PDLQO\ FRPSULVLQJ VDO
VHPL ILQLVKHG SURGXFWV \ &(5 W PLOIOHRQURVH E
'LDEHWHYV

,Q QHW VDOHVDIRHMWERBFKLVH ZHPHOOLRQ GRZ® UHSRUWHG EDW. ¥RQGVDQW H[FKDQJH
7KLV PDLQO\ UHIOHFWV D GHFUHDVH LQ VDOHV IRU VK5 DWD QFKILOBILRQ WK & (516 6WDW
DV PLOOLRQ RQ ORZH" DRCGHY GHFDEWXN LJ MDPRKVQD $PDU\O

1HW VDOMMWXM) ZHUH GRZQ&(5 DW PLOOLRQ ,Q WKH 8QLWHG 6WDWHV WKH SURGXF

E\ & (5 WR PLOOLRQ GXH ODUJHO\ WR D GURS LQ WKH DYHUDJH QHW NHI®OPQO GULREH
& (5 UHIOHFWLQJ FRPSHWLWLRQ IURP ELRVLPLODUV RI LOQVXDWXHGHYIN RH &8 SDUNLG
QHW VDOHV"KIHO® WKODWLYHO\ VWHPGDOQRQ DW

,Q 7TRXMBRVWHG QHW VPQBOIRRQ &S5 GULYHQ E\ WKH 5HVW Rl WKK(RDWG BHOIOR®RQ GXH
PDLQO\ WR WKH SURGXFW V ODXQFK LQ &KLQD LQ WKH IRXWBWEBWIXPUWBURRI UHI®HLFWEQ J(:
VZLWFKHV IURDQBQWXBYRUDEOH FRPSDUDWL6DQRIL VXFFHVVIXOO\ W" DQG /L[" XQWHMRXMHR
&KLQD V QPRQORRPBEDVHG SURFXUHPHQW 9%3 SURJUDP WKHUHE\ VHFXULQJ $V QLILFDQV
FRQVHTXHQFH 6DQRIL H[SHFWV D GHFUHDVH L(" DQG /[" LQ &KLQD E\ DURXQGARXTRHERAM HR
IDQWXMW VDOHV LQ &&HU PLOOQRWKH 8QLWHG 6WDWHV ZHUIA WHONDWRY HRXMMWBREOH \HDU F
DV PLOOLRQ DV YROXPH JURZNRK RUIDHWUWDKH MHBBPWQRISULFHV

1HW VDGBRWOIRIMBVH E\ &(5 LQ WR PLOOLRQ 6DOHV LQFUHDVHG LQ DOO JHRJUDSKLHV H\
UHJLRQ &(5 DW PLOOLRQ UHIOHFWLQJ D QXPEHU RI SURGXFW OBRXE) DKMH\P LID@ERMDKH 8QLWH (

&DUGLRYDVFXODU (VWDEOLVKHG 3UHVFULSWLRQ 3URGXFWYV

,Q QHW VDOHM URLRWKHFXODU (VWDEOLVKHG BRRXEG WIHBNVWRQOIDULR&X FGRZ ® UHSRUWHG

EDVLVY DQGW FRQVWDQW H[$ SRVLWLYH SHUIRUPDQFH IURP FRU" 301" 7K\PRJO" D@® QR YHQ
OR]JR" ZDV PRUH WKDQ RIIVHW E\ O" $SUF" $YD" DQG JHQHULFV DQG E\ WKH LPSDFW RI GLYH
SURGXFWYV

1HW VD ORIYHRIRZHUH PLOOLRQ X@ &(5 GULYHQ E\ VDOHV JURZWK LQ WKH 5H& RI WKH
DW PLOOLRQ DV WKH HIIHFW RI UHFHQW :+2 UHFRPPHQGDWLRQV RQ WKH XVH RI ORZ PR
SDWLHQWYVY PRUH WKDQ RIIVHW WKH LPSDFW RI FRPSHWLWLRQ IURP ELRVLPLODUYV

1HW VDGBOWDWRIHUH PLOQQRRQ XS &(5 DV VDOHV JURZWK LQ WKH 5H GULYHQ EMO&X UGIDL
ZKHUH VDOHV ZHUH XS & (5 DW PLOOLRQ PRUH WKDQ RIIVHW UHGXFHG VDOHV LQ -DSI

1HW VDOGBYRMHAYDSZRUH PLOOLRQ GR&Z®G PDLQO\ GXH WR ORZHU VDOHV LQ &KLQD & (
D UHVXOW RI WHPSRUDU\ VXSSO\ FRQVWUDLQWYV

,Q QHW VIBWH\O RHGMYHORSHG LQ FROODERUDWLRQ ZLWK &(5JW®&H URIQO O3HRFU HIDIIDG! FEV L Q J
VDOHV LQ WKH 8QLWHE(56\WHWHMOOLRQ 6LQFH $SULO DV D UHVXOW RI WKH UHVWU
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DJUHHPHQWY ZLWK 5HJHQHURQ VHH 1RWH & U$SOOLDQFH DUUDQJHPHQWYV ZLWK 5HJHCG
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP Rl WKLV $QQXDO 5HSRI
BUDOXRAWVLGH WKH 8QLWHG 6WDWHY ZKLOH 5HJHQHURDQ LKD W KD G QLR/DHHG UAHVBWE VL FIKGIL W Y
HQWHUHG LQWR DJUHHPHQWY WR PHHW VKRUW WHUP PDQXIDFWXWIKH &Q B5WHDBWLWDBW H ¢ LQH H
6DQRIL FRUUHVSRQG WR LQGXVWULDO VDOHVY PDGH WR 5HIHQHURQ 7KH UHGXFWLRQ LQ VD(¢
(XURSH &(5 DW PLOOLRQ DQG WKH 5HV\ & (5 D) PLOOLRQ IROORZLQJ WKH ODXQFK
&KLQD LQ WKH VHFRQGURDYWBHW REGHG WR WKH &KLQHVH 1DWLRQDO 5HLPEXUVHPHQW 'UXJ

1HW VDOXMUVRIWRWDOHGOOLRQ K& &(5 DV JURZWK LQ 86 VDOHV VWLPXODWHG E\ LQFUHDVH
SUHVFULSWLRQV IRU DQWLDUUK\WKPLF GUXJV ZLWK WKH UHFRYHU\ IURP WKH &29,"' SDQGH

1HW VDOHV = 9DFFLQHYV VHIJPHQW *%8

,Q WKH 9DFFLQHV VHIJPHQW SRVWHG UHRYQ RODMN WIRSRUWHG ERWLVUBIQGHFWLQJ JURZWK DF
IUDQFKLVHY WKH PDLQ GULYHUV : &(5 DV PLOOBRIMHRVIHUWXVVLY +LE &BFFLQHV
DW PLOOLRQ DQG D UHFRYHU\ RI VI & (5PBIVY L QRILAVAVROD FFLQHV

6DOHVY@IOXHQ]D YDRFHQENV&(5 LQ WR PLOOLRQ 7KLV UHIOHFWHG VWURQJ GHPDQG LQ (X
VDOHV Rl GLIIHUHQWLDWHG YDFFLQHVY HVSHFLDOO\ LUHFRPPHQGDWLR" DV WKH Y DEE LIGR B
FKRLFH IRU SHRSOH DJHG RYHU 5DV \RI WRB [RONGG LAXBMBRY) PLOOLRQ WKRVH HIIHFWV Z
RIIVHW E\ ORZHU VDOHYV DV PLOOGWQWHYV

.Q 3ROLR 3HUWXVVLV +LE J3BGHUYDWFIR BWW VLM RQ &5 UHIOHFWULQJ JURZWK LQ WKH

&(5 D PLOOLRQ GXH WR D IDYRUDEOH RLl" DQG D VRIW FRPSDUDWLYH IBRRW RI6DOH
WKH :RUOG UHJLRQ &({BWWRE\ PLOOLRQ ERRVWHA E\&BEHQWD[QP(XURSH QHW VDOHV RI 33+
GRZQ &(5 DW PLOOLRQ

9D[HE®PLWD YDFFLQH FR GHYHORSHG LQ DQ DOOLDQFH EHWZHHQ 6DQRIL DQG OHUFN KDV EHH
9D[HB LW WKH ILUVW DQG RQO\ KH[DYDOHQW FRPELQHG YDFFLQH DSSURYHG LQ WKH 8QLW
GLVHDVHV GLSKWKHULD WHWDQXV SHUWXVVLV SROLR KHSDWLWLV % DQG LQYDVLYH G
SURGXFW VDO HVDRIHIPRMDWIROLGDWHG E\ WKH 063 9DFFLQH &RPSDQ\ MRLQW YHQWXUH

1HW VDOHMWYIRQILWLY 3QHXPRQRN YIXFAHRULKWHWLOOLRQ X$%$5 GULYHQ E\ WKH 8QLWHG56WDWHYV
DW PLOOLRQ GXH WR WKH UHVXPSWLRQ RI PHQLQJLWLV ¥Q FID@QMKWV LR Q6 CDOH3/ W K HWE DI X BHF\
‘RUOG UHJLRQ KIHIKHHU & (5 DRMOOLRQ

,Q VDOHNVGRIOW ERRVWHDGYIFFERGE VB R PLOOLRQ PDLQO\ GXH WR "DYDRAFRQDBDWLRQ@V$G
WKH 8QLWHG 6WDWHV

1HW VDOWHWMRHO DQG RWKHU HQGGPLEMUMDFPLQBYRQ D WMWH RHIOHFWLQJ D ORZ FRPSDUDE
GXH WR WKH &29,' SDQGHPLF

1HW VDOHV = &RQVXPHU +HDOWKFDUH VHIPHQW *%8

Q QHW VDO MM QRAXRHKH +HD GWEFDHHPHQW LQFUHDY WGUENSRUWHG EDWL¥RIQQGVDQW H[FKDGQ
UDWHV WRPLOOLRQ B6WURQJHU VDOHV LQ WKH 'LJHVWLYH :HOOQHVV 3DLQ DQG OHQWDO :HC
LQFLGHQFH RI FRXJKYV DQG FROGV GXULQJ WKH ZLQWHU VHDVRQ DQG RI GLYHVWPHQWYV RI Q

,Q WKAHLWHG 6VeB® HMW VDOHV DPRXQWHGL V@R LXB &(5 ERRVWHG E\ VWURQJ JURZWK LQ \
‘HOOQHVYV 3DLQ OHQWDO :HOOQHVV 3HUVRQDO &DUH DQG $OOHUJ\ FDWHJRULHV

,AXURSKB+& QHW VDOHV ZH&H GRZQDW PLOOLRQ WKLV UHIOHFWYV ORZHU VDOHV LQ WKH &
VRFLDO GLVWDQFLQJ DQG GLYHVWPHQWYV RI QRQ FRUH VWUDWHJILF EUDQGYV

,Q WaHH/W RI WKHHRIUDRDEG &+& QHW VDORYSZHWH XBBLOOLRQ ZQH PDLQ IDFWRU ZDV JURZWK LQ \
‘HOOQHVV FDWHJ (QWHURJ" %XVF" DQG (VVI" SOXV KLJKHU VDOHV LQ WKH 3DLQ DQG OHQWD

1HW VDOHV E\ JHRJUDSKLFDO UHJLRQ
7KH WDEOH EHORZ VHWYV |IRUWKQRX UEQ HWRUYDOBKLIRMO UHJLRQ

&KDQJH
&KDQJH RQ DW FRQVWDQW
PLOOLRQ D UHSRUWH GHETKVOLQYJH UDWHYV
8QLWHG 6WDWHYV
(XURSH

5HVW RI WKH :RUOG
RlI ZKLFK &KLQD
RlI ZKLFK -DSDQ
R1 ZKLFK %UD]JLO
RlI ZKLFK 5XVVLD

7RWDO QHW VDOHYV
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,Q QHW VDORBQUWQHW KHMDDWFKWG PLOOLRQ XK@ D UHSRUWHG EDDMWFRQFWDQW H[FKDQJH

6WURQJ SHUIRUPDQFHYV IURP&(BESDWHQWPLOOLRQ DQG PHQLQJLWA( PODVFLIPQWWLRQ PRUH WKI
RIIVHW ORZHU VDOHV RI LQIOXB@W YDPED@H 3UDO" &(5 DY PLOOLRQ IROBORWUXFWXWHLQ .
Rl 6DQRIL V FROODERUDWLRQ DJUHHPHQWY ZLWK 5HJHQHURQ VHH 1RWH & U$SOOLDQFH
5HJHQHURQ U WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP R1
,PPXQRORIJ\ | & (5 D) PLOOLRQ

,AXURSHHW VDOHV DGYR@FBEQHSRUWHG EDWLFRIQMM®WDQW H[FKDQWIR UDWHIOLBQ $ VXEVWDUC
ULVH LQ VDOHV RI LQIOXH®I[P BWFFPQEWLRQ SOXV VWURQJ SHUIRUPBQF W E\P XS O LHRIW
JLEW" &(5 DV PLOOLRQ D" &(5 DV PLOOLRQ PRUH WKDQ RIIVHW ORZHU VDC
IUDQFK &(5 DW PLOOLRQ BQGGWKWDVFXODU (VWDEOLVKHG 3UHVFULSWERQ 3URG
DW PLOOLRQ

,Q WKHVW RI WKHUHRURG QHW VDO®NUHONHGREX) D UHSRUWHG EDDMVFRQBWDQW H[FKDQJH
WR PLOOLRQ 8QGHU SHUIRUPDQFHV E\ WKH 5DUH %ORRG 'LVRUGHUV IUDQFKLVH PDLQO
DPHQGPHQWY WR WKH VXSSO\ DJUHHPHQAM WY RXWZHIGKEN\G$EURRRG 'XSL[" /RYH" R[IURP
LQIOXHQ]D YDFFLQHY DQG WKH 5DUH 'LVHDVHV IUDQFKLVH &KLQD OH@ (% OMZDPLQOALRQPV F
GULYHQ E\ DQ DFFHOHUDWLRQ LQ VDOHV IRU WKH &DUGLRYDVFXODU "(VWDEOLVKHG 3UHVFU

$ 2ZWKHU LQFRPH VWDWHPHQW LWHPV

,Q DFFRUGDQFH ZLWK ,$6 6DQRIL KDV WUHDWHG WKH ILUVW WLPH DSSOLFDWLRQ RI WKH ,)
SHQVLRQV DQG RWKHU SRVW HPSOR\PHQW EHQHILWY XQGHU ,$6 DQG LL DFFRXQWLQJ
DSSOLFDWLRQ VRIWZDUH LQ D 6RIWZDUH DV D 6HUYLFH 6DD6 DUUDQJHPHQW DV UHWURYV
WKRVH ,)5,& DJHQGD GHFLVLRQV DUH SUHVHQWHG LQ 1RWH $ WR RXU FRQVROLGDWHG |
ILQDQFLDO UHSRUW

2ZWKHU UHYHQXHV

2WKHU UHYHQXHV LQPURIDVHBLEOLRQ LYHUVXV PLOOLRQ LQKLV OLQH LWHP PDLQO\ FRPSUL\
VDOHV Rl QRQ 6DQRIL SURGXFWYV PLOOLRQ LQ UHPRUGBHKE ZLWKPQOWKRQIDBFLQHYV Vi
LQFOXGHY DPRQJ RWKHU LWHPV UR\DOWLHYV DV VR BQIBWHEBES ZRE K UWRKXU GL VWHH QWL R Z LRW K
2USKDQ %LRYLWUXP $% 6REL DQG UHYHQXH UHFHLYHG XQGHU DJUHHPHQWYV IRU 6DQRIL WR

*URVV SURILW

*URVV SURILW PRXQWHG WRLOOLRQ FRPSDUHGBLAGWMKRQ D® LQFUHDVHURNY PDUJLQ WKH UDW
JURVV SURILW WR QHW VDOHV ID@VR YRVWXWH®FKLDKH \HDU RQ \HDU LQFUHDVH LQ JURVV F
VWURQJHU JURVV PDUJLQ IRU WKH 3KDUPDFHXWLEROV WHPWQW L ZKLFIGWHIHFXHDUJHO\
SURGXFWLYLW\ JDLQV LQ ,QGXVWULDO $IIDLUV DQG WKH IDYRUDEOH HIIHFW Rl WKH LQFUHD
ZDV SDUWO\ RIIVHW E\ ORZHU JURVV PDUJLQ IRWLQL WXHUMMFLQHV VEXPHIQW SDWWLFXODU
LPSDFW RI WKH GHVWUXFWLRQ RI WLPH H[SLUHG YDFFLQH LQYHQWRULHYV DV D UHVXOW RI
VHIPHQW DIMD YHU Lt

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW 5 ' H[SHQPMHDODR@XIWHG WRPLDOLRQ LM ULVH R7KH
LQFUHDVH LQ 5 ' H[SHQGLWXUHGXWR DG(O LQYHVWPHQWYV LQ ,PPXQRORJ\ DQG 2QFRORJ\ Z
FRQWLGXHW[SHQVHV UHSUHRH@MMGVDOHWHQVXVLQ

6HOOLQJ DQG JHQHUDO H[SHQVHYV

6HOOLQJ DQG JHQHUDO H[SHQVRVODARNWHGRWRHW VDOHV FRPSDBHGOLIRQKLQ RI
QHW VDOHV UHSUHVHQWLQJ DQVOLQKWZL®WRUHDAMHHBVHG SURPRWLRQDO VSHQG LQ 6SHFLDO
VHOOLQJ DQG JHQHUDO H[SHQVHV WR QHW VDOHV ZDV GXH WR FORVH FRQWURO RYHU JHQHL

2WKHU RSHUDWLQJ LQFRPH DQG H[SHQVHYV

2WKHU RSHUDWLQJ LQFRPH DOPRXRW G UWRKVPLOOLRQ LRQG RWKHU RSHUDWLQJH[GEDRBYV W
YHUVXV PLOOLRQ LQ

2YHUDOO WKLV UHSUHVHQWHRL OOQIRW BEEFPHE@WHRIZLWK D QHWPHDOSH@®H LRI

PLOOLRQ b &KDQJH
2WKHU RSHUDWLQJ LQFRPH
2WKHU RSHUDWLQJ H[SHQVHV

2WKHU RSHUDWLQJ LQFRPH H[SHQVHV QHW

D,QFOXGHV WKH LPSDFWV RI WKH ,)5,& ILQDO DJHQGD GHFLVLRQ RI $SULO RQ WKH DWWULEXWLRQ RI
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY SUHVHQWHG DW ,WHP RI WKLV DQQXDO ILQDQFLDO UHSRU
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7KH RYHUDOO QHIJDWLWYH ®RDRQHZBY GXH PDLQO\ WR KLJKHU QHW H[SHQVHVY UHODWLQJ WR R
SDUWLFXODU DQ LQFUHDVH LQ WKH VKDUH RI SURILWYVY ORVVHV JHQHUDWHG E\ WKH DOO
VHH 1RWH & WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP F
VDOHV RI "XSL[HQW

7KH FRQWULEXWLRQ RI RXU DOOLDQFH ZLWK 5HIHQHURQ WR WKLY OLQH LWHP LV DV IROORZ
PLOOLRQ

,QFRPH H[SHQVH UHODWHG WR SURILW ORVV VKDULQJ XQGHU WKH ORQRFORQDO $QWLERG\ $OOLDQFH

$GGLWLRQDO VKDUH RI SURILW SDLG E\ 56HIHQHURQ WRZDUGYV GHYHORSPHQW FRVWYV

S5HLPEXUVHPHQW WR 5HJHQHURQ RI VHOOLQJ H[SHQVHV LQFXUUHG

7RWDO ORQRFORQDO $QWLERG\ $OOLDQFH

,PPXQR 2QFRORJ\ $OOLDQFH

2WKHU PDLQO\ =DOWUDS

2WKHU RSHUDWLQJ LQFRPH H[SHQVHV QHW UHODWHG WR WKH 5HJHQHURQ $OOLDQFH

U2WKHU RSHUDWLQJ LQFRPH H[SHQVHV QHWU LQFOXGHV JDLQV RQ DVVHW GLYHVWPHQWYV
SD\PHQW RI PLOOLRQ UHFHLYHG IURP 'DLLFKL 6DQN\R UHODWLQJ WR WKH HQGLQJ RI D YL

$PRUWL]DWLRQ RI LQWDQJLEOH DVVHWYV

$PRUWL]DWLRQ FKDUJHG DJDLQVW LQW D QILEOHRQVERMED DA B XL WEKGOLRQ LQ
7KLV PLOOLRQ GHFUHDVH ZDV PDLQO\ GXH WR SURGXFWV UHDFKLQJ WKH HQG RI WKHLU DP

,PSDLUPHQW RI LQWDQJLEOH DVVHWYV

JRU WKLV OLQH LWHP VKRZV QHW LPSOQUREGOW DRRYGVIHM D RQVW LQWDQJLEOH DVVHWYVY PDL(
RI WKH GHYHORSPHQW RI VXWLPOLPDE ,PPXQH 7TKURPERF\WRSHQLF 3XUSXUD ,73 DQG WKI

YRU WKLV OLQH LWHP VKRZV QHW LPSOQURE QWD RRYVIHMD RQVW LQWDQJLEOH DVVHWY PDL
&DUH DQG WKH WHUPLQDWLRQ RI YDULRXV 5 ' SURMHFWVY DQG FROODERUDWLRQ DJUHHPHOQ)
LQ 'HFHPEHU

)DLU YDOXH UHPHDVXUHPHQW RI FRQWLQJHQW FRQVLGHUDWLRQ

YDLU YDOXH UHPHDVXUHPHQWY RI FRQWLQJHQW FRQVLGHUDWLRQ U HPARIMLR B GLYGQ DXV XL V L W
QHW JDLQ RLOOLRQ LQ

7KH QHW JDLQ IRU PDLQO\ UHODWHG WR WKH FRQWLQJHQW FRQVLGHUDWLRQ UHFHLYDE(
YHQV QHW JDLQ RI PLOOLRQ

5HVWUXFWXULQJ FRVWY DQG VLPLODU LWHPYV

SHVWUXFWXULQJ FRVWY DQG VLPLODU LWHPRLOWDS RQVH@UMXSY D W R WD BCOLRIH LK)

7KH DPRXQW FKDUUEBOXGHY HPSOR\HH UHODWHGOH[BG @GV GHW H[SHQVHV JDLQV DQG ORV\
DVVHW ZULWH GRZQV ®KSSU B WHRGH DD UG L] DWRIRMOLRRQ ,Q DGGLWLRQ WKRVH UHVWUXFWXU
UHODWH WR WUDQVIRUPDWLRQDO SURMHFWY SULPDULO\ WKRVH DVVRFLDWHG ZLWK WKH FL
(852$3, WKH IXWXUH (XURSHDQ PDUNHW OHDGHU LQ DFWLYH SKDUPDFHXWLFDO LQJUHGLHQ
VWUDWHJ\

5HVWUXFWXULQJ FRVWY DQG VLPLODU LWHPV PHOOHRBQMOHG D TAKFOWD D PIRKXIUM H @FOXGHV |
H[SHQVHV RPLOOLRQ FRPSULVLQJ VHSDUDWLRQ FRVWV SULPDULO\ LQ (XURSH IXUWKHU
RUJDQL]DWLRQ LQ OLQH ZLWK WKH QHZ U30D\ WR :LQU VWUDWHJI\ DQG LL QHW H[SHQVHV

DFFHOHUDWHG GHSUHFDWLF PLOMMRRUWL]DWLRQ RI

2WKHU JDLQV DQG ORVVHV DQG OLWLJDWLRQ

YRU WKLV OLQH LWHP VKRENOD QRIQV ORVV RI

YRU WKLV OLQH LWHP VKRZWVIDOQHRQIDAM. @D\ GXH WR D JDLQ RQ WKH VDOHDFEIMRSYHWIW LR
2SHUDWLQJ LQFRPH

2SHUDWLQJ LQFRPH DPRRODOMHR ¥ RYHUVXV PLOOLRQ Y&H UHGXFWLRQ ZDV PDLQO\ GXH WR
LQ RI WKH PLOOLRQ JDLQ RQ WKH GLYHVWPHQW RI 6DQRILxV HTXLW\ LQYHVWPHQW 1
LWKRXW WKLV HIITHFW RSHUDWLQJ LQFRPH ZRXOG KDYH LQFUHDVHG \HDU RQ \HDU UHIOHF\
FRVWYV

J)LQDQFLDO LQFRPH DQG H[SHQVHV
1HW ILQDQFLDO H[SHRVEU L RHUNBUVXVPLOOLRQ DQVOLJKW GHFRIHIOMHR Q|

7KH FRVW RI RXU QHW GHEW VHH WKH GHILQLWLRQ LQ U% /LTXLGPWY MLR® HEFSAS\DIUH G HV R
ZLWK PLOOLRQ OD@UJHO\ UHGXFWLRQ LQ QHW JDLQV RQ LQWHUHVW UDWH DQG FPUDUH®E\ GH
LQ FRPSDUHG PLWKLIRQ
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2WKHU PRYHPHQWY LQ QHW ILQDQFLDO H[SHQVHV LQFOXGHG

a4 WKH QHW FKDQJH LQ U2WKHU ILQDQFLDO LQPRPI LORIG MY S HMRV HY S H @ BE 8RR QR LIMQ G

a D UHGXFWLRQ LQ WKH QHW LQWHUHVW FRVW Rl SHQVLRR® GOP® VY PIDERWVRQQQUDQFH DQG *
,QFRPH EHIRUH WD[ DQG LQYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HT

,QFRPH EHIRUH WD[ DQG LQYHVWPHQWY DFFRXQWHG |IRBLXOVLRIQWHGHI MXXLW\LPOWRRG @ HDFK}
,QFRPH WD[ H[SHQVH

,QFRPH WD[ H[SHQVH UHSRIHVBIQRDHEM UVXYV PLOOLRQ UQYLQJ DQ HIIHFWLYH WD[ UDWH EDVH
QHW LQFRPHLR FRPSDUHG ZLWK 7KH UHGXFWLRQ LQ LQFRPH WD[ H[SHQVH ZDV PDLQO\
WUDQVDFWLRQ LQYROYLQJ 5HIJHQHURQ VKDUHV LQ

7KH HIIHFWLYH WD[ UDWH RQ RXU EXVLQHVV QHW LQFRPH LV D QRQ *$$3 ILQDQFLDO PHDV:
0  ®%XVLQHVV 1HW ,QFRPH0 DERYH ,W LV FDOFXODWHG RQ WKH EDVLV RI EXVLQHVV RSHL
L WKH VKDUH RI SURILW ORVV IURP LQYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HTXLW\ F
LQWHUHVWY :H EHOLHYH WKH SUHVHQWDWLRQ RI WKLY PHDVXUH XVHG E\ RXU PDQDJHPHC
DQDO\VH WKH HIITHFWLYH WD[ FRVW RI RXU FXUUHQW EXVLQHVV DFWLYLWLHY ,W VKRXOG Q
FRQVROLGDWHG QHW LQFRPH

:KHQ FDOFXODWHG RQ EXVLQHVV QHW LQFRPHQRXUFRASPWH®H WDKK UDWHQZDV
7KH WDEOH EHORZ UHFRQFLOHY RXU HIITHFWLYH WD[ UDWH EDVHG RQ FRQVROLGDWHG QHW L

DV D SHUFHQWDJH b
(I !THFWLYH WD[ UDWH EDVHG RQ FRQVROLGDWHG QHW LQFRPH

7D[ HITHFWYV

$PRUWL]DWLRQ DQG LPSDLUPHQW RI LQWDQJLEOH DVVHWYV

S5HVWUXFWXULQJ FRVWYV DQG VLPLODU LWHPV

*DLQ RQ VDOH RI 5HJHQHURQ VKDUHV RQ 0D\ o)

2WKHU WD[ HIITHFWV o)

(IIHFWLYH WD[ UDWH EDVHG RQ EXVLQHVV QHW LQFRPH

D,QFOXGHY WKH LPSDFWV RI WKH ,)5,& ILQDO DJHQGD GHFLVLRQV RI 0DUFK RQ WKH FRVWV RI FRQILJ
DV D 6HUYLFH 6DD6 DUUDQJHPHQW DQG RI $SULO RQ WKH DWWULEXWLRQ RI EHQHILWY WR SHULF

ILQDQFLDO VWDWHPHQWY SUHVHQWHG DW ,WHP RI WKLV DQQXDO ILQDQFLDO UHSRUW

6KDUH RI SURILW ORVV |IURP LQYHVWPHQWY DFFRXQWHG IRU XVLQJ W

,QYHVWPHQWY DFFRXQWHG IRU XVLQJ WKH HTXLW\PREBWKRG F®Q WU EXWHER @ HWULQFRPH RI
WKLV OLQH LWHP PDLQO\ FRPSULVHG RXU VKPUI® @I RQY RHOWOMDIURP 5HJIGDQHRIRQ ROG LWV HQV

LQYHVWPHQW LQ 5HJHQHURQ H[FHSW IRU 5HJHQHURQ VKDUHV UHWDLQHG E\ 6DQRIL W
ZKLFK WKHQ FHDVHG WR EH DFFRXQWHG IRU E\ WKH HTXLW\ PHWKRG 7KH DPRXQW IRU w
GDWH

1HW LQFRPH
1HW LQFRPH DPRXQWHGOLRQ EQPSDUHG ZLWK OOLRQ LQ

1HW LQFRPH DWWULEXWDEOH WR QRQ FRQWUROOLQJ LQWHUHVWYV
1HW LQFRPH DWWULEXWDEOH WR QR BLORQ\R Q ROLQIPLLOWH BBVIVQV ZDV

1HW LQFRPH DWWULEXWDEOH WR HTXLW\ KROGHUV RI 6DQRIL

1HW LQFRPH DWWULEXWDEOH WR HTXLW\ KRPQGBUR @ ERP Q B UH B PROWBRNHGL R LQ

%DVLF HDUQLQJYV SHWDYDUMHEUXV IRU EDVHG RQ DQ DYHUDJH QXPEHU RI VKPUBD RXW VW
LQ DQG PLOOLRQ LUQ@@XWHG HDUQLQJV SEDWKDWHU WY IRU EDVHG RQ DQ DYHUDJH QXP

VKDUHV DIWHU GLOKMILRIR Q DLQG PLOOLRQ LQ

$ 6HIJPHQW UHVXOWYV

2XU EXVLQHVV RSHUDWLQJ LQFRPH DV GHILQHG LQ 1RWH U6HIJPHQW LQIRUPDWLRQU
WR PLOOLRQ ERPSDUHG ZLWKOOLRQ D® LQFUHDVRAK®IW UHSUHVRQWXU QHW VDOHV FRPS
ZLWK LQ
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7KH WDEOH EHORZ VHWV IRUWK RXU EXVLQHVV'REHBEMWLQJ DQERPH IRU WKH \HDUV HQGHG

PLOOLRQ "HFHPEHU "HFHPEHU ° &KDQJH
3KDUPDFHXWLFDOV
$V SHUFHQWDJH RI VDOHV
9DFFLQHV
$V SHUFHQWDJH RI VDOHV
&RQVXPHU +HDOWKFDUH
$V SHUFHQWDJH RI VDOHV
2WKHU

%XVLQHVV RSHUDWLQJ LQFRPH

D ILJXUHV KDYH EHHQ DGMXVWHG WR WDNH DFFRXQW RI WKH UHDOORFDWLRQ RI FHUWDLQ H[SHQVHV
IURP WKH 3KDUPDFHXWLFDOV 9DFFLQHV DQG &RQVXPHU +HDOWKFDUH RSHUDWLQJ VHIPHQWY WR WKH |
E,QFOXGHV WKH LPSDFWV RI WKH ,)5,& ILQDO DJHQGD GHFLVLRQ RI $SULO RQ WKH DWWULEXWLRQ RI
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY SUHVHQWHG DW ,WHP RI WKLV DQQXDO ILQDQFLDO UHSRU

% /LTXLGLW\ DQG FDSLWDO UHVRXUFHYV

2XU RSHUDWLRQV JHQHUDWH VLJQLILFDQW SRVLWLYH FDVK IORZV :H IXQG RXU GD\ WR GD\
SULPDULO\ ZLWK RSHUDWLQJ FDVK IORZ DQG SD\ UHJXODU GLYLGHQGVY RQ RXU VKDUHV

UlIHW GHEWU LV D QRQ *$$3 ILQDQFLDO LQGLFDWRU ZKLFK LV UHYLHZHG E\ RXU PDQDJHPHQ
PHDVXUH RXU RYHUDOO OLTXLGLW\ DQG FDSLWDO UHVRXUFHV :H GHILQH UQHW GHEWU DV |
UDWH GHULYDWLYHVY DQG FXUUHQF\ GHULYDWLYHV XVHG WR PDQDJH GHEW PLQXV LL WKI
GHULYDWLYHVY DQG FXUUHQF\ GHULYDWLYHV XVHG WR PDQDJH FDVK DQ-GNWNFOMEW TXLYDOHQW

$V RHFHPEHU RXU QHW GHEWPAZMWOLRQ FRPSDUHGEQQWKG MHPRHU 7KH LQFUHDVH ZDV GX
ODUJHO\ WR FDV PLOOLRBTRQVLWLRQV RI FRQVROLGDWHG PHOWLROHELFDGHW®EA& B/IX\HR X
VKDUHKROGHUV SDUWO\MRIOCHWR ERWKHHH FDVK IORZ JHQHUDWHG LQ WKH \HDU

,Q RUGHU WR DVVHVV RXU ILQDQFLQJ ULVN ZH DOVR XVH WKH UJHDULQJ UDWLRU
VHFWLRQ U% &RQVROLGDWHG %DODQFH 6KHHW DQG 'HEWU EHORZ ‘H GHILQH WKH JHD!
RIHFHPEHU RXU JHDULQJ UDWIRPZDVHG ZLBW\NK RHFHPEHU

%HFDXVH RXU QHW GHEW DQG JHDULQJ UDWLR DUH QRW VWDQGDUGL]JHG PHDVXUHV WKH\ P
PHDVXUHV RI RWKHU FRPSDQLHV XVLQJ WKH VDPH RU VLPLODU QRQ *$$3 ILQDQFLDO PHDV
PDQDJHPHQW LQ VHWWLQJ JRDOV DQG PHDVXULQJ SHUIRUPDQFH WKHVH DUH QRQ *$$3 PHD
E\ *$$3

% &RQVROLGDWHG VWDWHPHQW RI FDVK IORZYV

*HQHUDOO\ IDFWRUV WKDW DIIHFW RXU HDUQLQJV O IRU H[DPSOH SULFLQJ YROXPH FR
RSHUDWLRQV 7KH PRVW VLJQLILFDQW VRXUFH RI FDVK IURP RSHUDWLRQV LV VDOHV RI RXU
RI UR\DOW\ SD\PHQWYV DOVR FRQWULEXWH WR FDVK IURP RSHUDWLRQV

6XPPDUL]HG FRQVROLGDWHG VWDWHPHQWY RI FDVK IORZV

PLOOLRQ b
1HW FDVK SURYLGHG E\ XVHG LQ RSHUDWLQJ DFWLYLWLHYV
1HW FDVK SURYLGHG E\ XVHG LQ LQYHVWLQJ DFWLYLWLHYV
1HW FDVK SURYLGHG E\ XVHG LQ ILQDQFLQJ DFWLYLWLHYV
,PSDFW RI H[FKDQJH UDWHV RQ FDVK DQG FDVK HTXLYDOHQWYV

1HW FKDQJH LQ FDVK DQG FDVK HTXLYDOHQWYV

D,QFOXGHV WKH LPSDFWV RI WKH ,)5,& ILQDO DJHQGD GHFLVLRQV RI 0DUFK RQ WKH FRVWV RI FRQILJ
DV D 6HUYLFH 6DD6 DUUDQJHPHQW DQG RI $SULO RQ WKH DWWULEXWLRQ RI EHQHILWY WR SHULF
ILQDQFLDO VWDWHPHQWY SUHVHQWHG DW ,WHP RI WKLY DQQXDO ILQDQFLDO UHSRUW

1HW FDVK SURYLGHG E\ XVHG LQ RISHSWHVHQW HDEWDLYQWWH¥FDVKPLQOARD RIGRPSDUHG
ZLWK PLOOLRQ IZ&LV LQFUHDVH PDLQO\ UHVXOWHG IURP DQ LPSURYHPHQW LQ RSHUDWLQ.
ZKLFK DPRXQWHGMWFROLRQ LYHUVXV PLOOLRQ LDRG D QHW UHGXFWILRQLRD LQ WKH ZRUNLQ.
UHTXLUHPHQWHQVXV D QHW LQPUBDYRGRLQ

1HW FDVK SURYLGHG E\ XVHG LQUHGYHYW Q@M BFIVQHW EBWH RXMRQ RERREDUHG ZLWK D QHW |

RI PLOOLRQ LKH QHW FDVK RXWIORZ LQ ZDV DWWULEXWDEOH PDLQO\PW®ROWK® DFT
.DGP PLO .\PDE PLOOLRQGLVPLOOLRG@GDO PLOODRE 2ULJ PLOOLKRH) QHW FDVK LQIOF
LQ ZDV PDLQO\ GXH WR WKH VDOH RI 5HQHJHURQ VKDUHV RQ 0D\ IRU FDVK SURF

RXWIORZV UHODWHG WR WKH DF T»L\OLONIRRQ \D R G 63 Q IRKBLOS{LRDQ
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3$57 ,
,7(0 2SHUDWLQJ DQG ILQDQFLDO UHYLHZ DQG

$FTXLVLWLRQV RI SURSHUW\ SODQW DQG HTXLSPHQW PQGOL®W D § HLUERMEY CCL\RVH W HOLPHR X Q W
ZHUH PLOOLRQ RI DFTXLVLWLRQV Rl SURSHUW\ $QDQWRDQIER\WLSIPBQWKYGIOVKY UHODW
WR WKH 3KDUPDFHXWLFDOV VHJPHQW SULPDULO\ LQ LQGXVWULDO PDEOORW LRIV DFRXLYD AL
SURSHUW\ SODQW DQG HTXIFSTRPHYWWGERQVQR| LQWDRLIQEORQD WHRIMXYLRQ P@LQO\ FRPSULVHG
FRQWUDFWXDO SD\PHQWV IRU LQWDQJLEOH ULJKWV XQGHU OLFHQVH DQG FROODERUDWLRQ

$IWHU WD[ SURFHHGV IURP GLVSRYDOVRIP BPRGWIHEFORGHG WKH GLYHVWPHQWY RI L WZR DF
RXU HVWDEOLVKHG SUHVFULSWLRQ SURGXFWV IRU D VHOOLQJ SULFH EHIRUH WD[HV RI P
D VHOOLQJ SULFH EHIRUH WD[HV ®IWHUPLDOSR®FHAGY IURP GLVSRYDOVRDQPRXIQN H® LW RL
EHLQJ L WKH VDOH WR %D [BWVAHVUL RLWIKIR 6 HS VBIQAOPQJ SUPEB (HHRRIQUH. IWDJHWY RBILYHVWPHQW
HVWDEOLVKHG SUHVFULSWLRQ SURGXFWV IRU PLOOLRQ EHIRUH WD[HV DQG LLL PL(
FRQQHFWLRQ ZLWK D SDVW GLYHVWPHQW

1HW FDVK SURYLGHG E\ XVHG LQUHRDIWFH QW HE VDL 9 HWL AV WP REMR Q RERRSDUHG ZLWK D QHW
RXWIORZ RIPLOOLRQ Z®&H ILJXUH LQFOXGHV D QHW LR»OLRIRIZRRI GHEW UHSD\PHQWYV LQFOXC
SULPDULO\ L WKH UHGHPSWLRQ DW PDWXULW\ RQ ODUFK RI WKH ELOOLRQ ERQG
RQ -XQH RI WKH PLOOLRQ ERQG LVVXH IURP 6HSWHPEHU WPKLIDVD LFRRP $ R U HO/H E
UHSD\PHQWV LQ DOVR LQFOXGHV WKH GLYLGHQG SD\RPUW LR ®R X UHURD@E KRQ G QG RV K H
HITHFW Rl FKDQJHV LQ RXU VKDUH FDSLWDO UHSXUFKDVHV RI RXU RZQ VKDUHV QHW RI
RI PLOOLRQD®G D QHW FDVK LRLIO®RZRRI LQ

7KMHW FKDQJH LQ FDVK DQG ERVK ZDNX DRDIOGRUMD VRLEBDLRQ YHUVXV DQ LPQPWHRDHLR)I

U)UHH FDVKIRQARMKH \HDU HQGHG 'HFRZDPEHU PLOOLRQ DQ LQFUHDVIXWRH) RMKHLOOLRQ 7KLV
UHIOHFWV RXU RSHUDWLRQDO SHUIRUPDQFH LQFOXGLQJ WKH HIIHFW RI FRVW FRQWDLQPHQ

U)UHH FDVK IORZU LV D QRQ *$$3 ILQDQFLDO LQGLFDWRU ZKLFK LV UHYLHZHG E\ RXU PD
LQIRUPDWLRQ WR PHDVXUH WKH QHW FDVK JHQHUDWHG IURP RXU R SGH\D VRIL RELW MAKDEBVH QW D \
GHEW UHSD\PHQW DQG IRU SD\PHQWV WR VKDUHKROGHUVY U)UHH FDVKDI®RIZJ DLG/GE BW ED F NG
WKH FDVH RI H[SHQVHV DQG ORVVHV RU GHGXFWLQJ LQ WKH FDVH RI LQFRPH DQG JDLQ\
LPSDLUPHQW VKDUH RI XQGLVWULEXWHG HDUQLQJV IURP LQYHVWPHQWY DFFRXQWHG IRU :
FKDQJH LQ SURYLVLRQV LQFOXGLQJ SHQVLRQV DQG RWKHU SRVW HPSOR\PHQW EHQHILWV

QRQ FDVK LWHPV ,W DOVR LQFOXGHV QHW FKDQJHV LQ ZRUNLQJ FDSLWQBW FPIS GWDSR W DS
SURFHH®WG SD\PHQWVY UHODWHG WR UHVWUXFWXULQJ DQG VLPLODU LWHPV U)UHHVEDVK 10|
FDVK SURYLGHG E\ RSHUDDWLQHDFWALNGWABIGHU ,)56 ODQDJHPHQW UHFRJQL]HV WKDW WKt}
LQWHUSUHWHG GLIIHUHQWO\ E\ RWKHU FRPSDQLHY DQG XQGHU GLIIHUHQW FLUFXPVWDQFHV

7KH WDEOH EHORZ VHWV IRUWKLBW RBR ® FLIWR DIWSLHRG) B HRASZHBLEDQN U RQUIHBIF OLWK. W@ R X/ U

PLOOLRQ P
1HW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHV
$FTXLVLWLRQV RI SURSHUW\ SODQW DQG HTXLSPHQW DQG VRIWZDUH
$FTXLVLWLRQV RI LQWDQJLEOH DVVHWV HTXLW\ LQWHUHVWY DQG RWKHU QRQ FXUUHQW ILQDQFLDO DVV

3URFHHGV IURP GLVSRVDOV RI SURSHUW\ SODQW DQG HTXLSPHQW LQWDQJLEOH DVVHWVY DQG RWKHU
QRQ FXUUHQW DVVHWV QHW RI WD]

5HSD\PHQWV Rl OHDVH OLDELOLWLHYV
2WKHU BEWHPV

JUHH FDVK IORZ

D,QFOXGHV WKH LPSDFWV RI WKH ,)5,& ILQDO DJHQGD GHFLVLRQ RI $SULO RQ WKH DWWULEXWLRQ RI
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY SUHVHQWHG DW ,WHP RI WKLY DQQXDO ILQDQFLDO UHSRU

E)UHH FDVK IORZ LQFOXGHV LQYHVWPHQWY DQG GLYHVWPHQWY QRW H[FHHGLQJ D FDS RI PLOOLRQ S

F&DVK RXWIORZV UHODWLQJ WR UHSD\PHQWYV RI WKH SULQFLSDO SRUWLRQ RI OHDVH OLDELOLWLHV ,)56

G7KLV OLQH PDLQO\ FRPSULVHV LQ WKH UHFODVVLILFDWLRQ RI QHW IRUHLJQ H[FKDQJH JDLQV DQG
KHGJLQJ LQVWUXPHQWY WR 1HW FDVK SURYLGHG E\ XVHG LQ ILQDQFLQJ DFWLYLWLHYV

% &RQVROLGDWHG EDODQFH VKHHW DQG GHEW

,Q DFFRUGDQFH ZLWK ,$6 6DQRIL KDV WUHDWHG WKH ILUVW WLPH DSSOLFDWLRQ RI WKH )
SHQVLRQV DQG RWKHU SRVW HPSOR\PHQW EHQHILWY XQGHU ,$6 DQG LL DFFRXQWLQJ
DSSOLFDWLRQ VRIWZDUH LQ D 6RIWZDUH DV D 6HUYLFH 6DD6 DUUDQJHPHQW DV UHWUR\V

WKRVH ,)5,& DJHQGD GHFLVLRQV DUH SUHVHQWHG LQ 1RWH $ RI RXU FRQVROLGDWHG IL
ILQDQFLDO UHSRUW

7TRWDO DVVHWV ZHPUBOOLRQHBNPEHU FRPSDUHG ZLWWRLOOLRQHBNPEHU DQ LQFUHDVH
R PLOOLRQ

1HW GHEW PLOOLR®MMPHWPEHU YHUVXV PLOOLR®MBHWPEHU 7TKHHQFUHDVH ZDV GXH ODUJI

FDVK RXWIORZWROOLRQ RQ DFTXLVLWLRQV RI FRQVROALIGCDNR@ BQ WILGH.GIFZ BDD\R XWR WK HR XU V
RIN'VHW E\ WKRHLOOLRQ RI IUHH FDVK IORZ JHQHUDWHG LQ WKH \HDU

$ERYH D FDS RI PLOOLRQ SHU WUDQVDFWLRQ
1RQ *$$3 ILQDQFLDO PHDVXUH DV GHILQHG LQ O $ O 6HIPHQW ,QIRUPDWLRQ 6  %XVLQHVV 1HW LQl
1RW H[FHHGLQJ D FDS RI PLOOLRQ SHU WUDQVDFWLRQ
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3$57 ,
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UlHW GHEWU LV D QRQ *$$3 ILQDQFLDO PHDVXUH ZKLFK LV UHYLHZHG E\ RXU PDQDJHPHQW
PHDVXUH RXU RYHUDOO OLTXLGLW\ DQG FDSLWDO UHVRXUFHV :H GHILQH UQHW GHEWU DV |
UDWH GHULYDWLYHVY DQG FXUUHQF\ GHULYDWLYHV XVHG WR PDQDJH GHEW PLQXV LL WKI
GHULYDWLYHVY DQG FXUUHQF\ GHULYDWLYHV XVHG WR PDQDJH FDVK DQG FDVK HTXLYDOHQW

PLOOLRQ

/RQJ WHUP GHEW

6KRUW WHUP GHEW DQG FXUUHQW SRUWLRQ RI ORQJ WHUP GHEW

,QWHUHVW UDWH DQG FXUUHQF\ GHULYDWLYHV XVHG WR PDQDJH GHEW

7RWDO GHEW

&DVK DQG FDVK HTXLYDOHQWYV

,QWHUHVW UDWH DQG FXUUHQF\ GHULYDWLYHV XVHG WR PDQDJH FDVK DQG FDVK HTXLYDOHQWYV
1HW GHEW

7RWDO HTXLW\

*HDULQJ UDWLR

D1HW GHEW GRHV QRW LQFOXGH OHDVH OLPEOC®UWRIOHYYV ZAIL'HE DPRKQWHG WRQG PLOOLRQ DV RI '"HFH

7R DVVHVV RXU ILQDQFLQJ ULVN ZH XVH WKH UJHDULQJ UDWLRU D QRQ *$$3 ILQDQFLDO PHI
WR WRWDO HTXLW\ LQPVHIVHEGHRRHU WR DV RI '"HFHPEHU $QDO\VHV RI| GHHEW BHURI

DQGFHPEHU E\ W\SH PDWXULW\ LQWHUHVW UDWH DQG FXUUHQF\ DUH SURYLGHG 1
VWDWHPHQWYV

‘H H[SHFW WKDW WKH IXWXUH FDVK IORZV JHQHUDWHG E\ RXU RSHUDWLQJ DFWLYLWLHV ZLO
LQ SODFH DV RI '"HFHAREWWKH 6DQRIL SDUHQW FRPSDQ\ OHYHO DUH QRW VXEMHFW WR FRYH
FRQWDLQ DQ\ FODXVHV OLQNLQJ IHHV WR 6DQRILxV FUHGLW UDWLQJ

2WKHU NH\ PRYHPHQWY LQ WKH EDODQFH VKHHW DUH GHVFULEHG EHORZ

7R WHDTOXX LZAD\V PLOOLRUMHPBPWPEHU YHUVXV PLOOLRUMBNWPEHU 7KH \HDU RQ \HDU FKDQ
UHIOHFWY WKH IROORZLQJ SULQFLSDO IDFWRUV

a4 LQFUHDVHV RXU QHW LQFFPRIDORBQ DQG SRVLWLYH FXUUHQF\ RUDOQMNRAD WRRG GLIIHUHQFI

a GHFUHDVHV WKH GLYLGHQG SDLG WR RXU V KIDQMERLIDGH UN/E UQ OLLIR\DS H PP GR U WIOHU FKDVHV |
VKDUHV PLOOLRQ

$V RHFHPEHU ZH KHOGPLOOLRQ RI RXU RZQ VKDUHYVY UHFRUGHG DV D GHGXFRMLRXQUIURP F
VKDUH FDSLWDO

*RRGZIDIBNKHU LQWDQJLEOH IPMVOHMIRQ LQ WRWDO PQPOHBQHG EYV RQ \HDU WKH PDLQ IDFWHF

4 LQFUHDVHV PRYHPHQWYV DVVRFLDWHG ZLWK 1 FOLAOTXILR/Q VRIRDWR R L' FORIDGODIA W R GHE L R OV K
LQWDQJLEOH DVVHWWLODRREBWKHU LQWDQJLEOH DVVHWRLODRIBRWIGHPR QLQWDQJILEOH DVV
FXUUHQF\ WUDQVODWLR @ IGCLOIHRIMH Q BIO\G

a GHFUHDVHVY DPRUWL]DWLRQ DQG LPSDLUPHQWOAKDQUJIHG LQ WKH SHULRG

,QYHVWPHQWY DFFRXQWHG IRU XVLQJPALIOK HRQ L WO PHANDIORSGREX GXH WR WKH UHPHDVXUHPHQ\
WKH 063 9DFFLQH &RPSDQ\ MRLQW YHQWXUH

2WKHU QRQ FXUUP@WXDRWHBNVWRLOOLRQ D \HDU RQ \HDWILQBURIQ@VRAKRY PDLQO\ UHIOHFWV V

HTXLW\ LQYHVWPHQW LQ 2ZNLQ DQG WKH UHFRJQLWLRQ DV RI 'HFHPEHU RI RYHUIXQC
LQ WKH 8QLWHG .LQJGRP
1HW GHIHUUHG WPRYPYWHWWR. OOLRMBHWPEHU YHUVXV PLOOLRMIPWPEHU D \HDU

RQ \HDU ULVWIRAIOLRQ 7KLV PDLQO\ UHIOHFWV GHIHUUHG WD[HV DULVLQJ RQ FRQVROLGDWLI
DQ LQFUHDVH LQ WD[ ORVV FDUU\ IRUZDUGV

1RQ FXUUHQW SURYLVLRQV DQG RWKHU QR QOXRDH QW RYIHIE DOGRUEMEIDR/G! RIDLQO\ UHODWH G
ORVVHV RQ GHILQHG EHQHILW SODQV UHFRJQL]HG LQ 2WKHU FRPSUHKHQVLYH LQFRPH

/JLDELOLWLHYV UHODWHG WR EXVLQHVV FRPELQDWLRQV FLO® MRR) QRIBUEBRQW Q RACKE U LB /Y R4
7KH PDLQ PRYHPHQWV LQ WKLV OLQH LWHP PQOOLRDHRIHFWR QM UGIFRQWLMREO.GHUDWLRQ
*HQHWLF 7KHUDSLHV ,QF 6KLUH DV D UHVXOW RI RXU DFTXLVLWLRQ RI 7UDQVODWH %LR L
ILUVW KDOI RI RI WKH FRQWLQJHQW FRQVLGHUDWLRQ OLDELOLW\ GXH WR 7UXH 1RUWK 7K

% /ILTXLGLW\

‘H H[SHFW WKDW RXU H[LVWLQJ FDVK UHVRXUFHVY DQG FDVK IURP RSHUDWLRQV ZLOO EH
UHTXLUHPRIEWWK WWHUWKRUM WKH PRQWKYV IROORZLQJ WKH \HDU HQGHG 'HFHPEHU
DGGLWLRQDO P RBQW\K BY HHLEHI KHOG FDVK DQG FDVK HTXLYDOHQW Y LDRAR X\QVEVQUDWR/ LD O O\
ZHUH KHOG LQ HXURV VHH 1RWH ' WR RXU FRQVROLGDWHG ILQDQFLDO VWBWMPHERMHHUQWY LQF

PLOORRQXU FDVK DQG FDVK HTXLYDOHQWYV ZHUH KHOG E\ FDSWLYH LQVXUDQFH DQ
LQVXUDQFH UHJXODWLRQV
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3$57 ,
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‘H UXQ WKH ULVN RI GHOD\HG SD\PHQWV RU HYHQ QRQ SD\PHQW E\ RXU FXVWRPHUV ZKI
SKDUPDFLHVY KRVSLWDOV FOLQLFV DQG JRYHUQPHQW DJHQFLHV VHH U,WHP ' 5LVN )DFV
VXEMHFW WR WKH ULVN RI QRQ SD\PHQW E\ RXU FXVWRPHUVU '"HWHULRUDWLQJ FUHGLW D
KDYH UHVXOWHG LQ DQG PD\ FRQWLQXH WR UHVXOW LQ DQ LQFUHDVH LQ WKH DYHUDJH OH
FRXQWULHV 6KRXOG WKHVH IDFWRUV FRQWLQXH LW PD\ UHTXLUH XV WR UH HYDOXDWH W
FDUHIXOO\ PRQLWRU VRYHUHLJQ GHEW LVVXHV DQG HFRQRPLF FRQGLWLRQV DQG HYDOXD
FROOHFWLRQ ULVNV :H KDYH EHHQ FRQGXFWLQJ DQ DFWLYH UHFRYHU\ SROLF\ DGDSWHG \
FXVWRPHUV QHJRWLDWLRQV RI SD\PHQW SODQV FKDUJLQJ RI LQWHUHVW IRU ODWH SD\PH
DPRXQW RI WUDGH UHFHLYDEOHV RYHUGXH E\ PRUH WKDQ PRQWKYV ZKLFK SULPDULO\ F
GHFUHDVHG IRAIRCPOLRQ DV RI '"HFHWRHPLOOLR'GMPHPRHU VHH 1RWH ' WR RXU FRQVROLGD
VWDWHPHQWYV

$W \HDU HQ&H KDG QR FRPPLWPHQWYV IRU FDSLWDO H[SHQGLWXUHV WKDW ZH FRQVLGHU WR
8QGUDZQ FRQILUPHG FUHGLW IDFLOLWL PV @OPREHEFEBUWVR D RURIW BAVWHAXVVLRQ RI RXU WUHD\
VHH U,WHP 4AXDQWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUHV DERXW ODUNHW 5LVN U

‘H H[SHFW WKDW FDVK IURP RXU RSHUDWLRQV ZLOO EH VXIILFLHQW WR UHSD\ RXU
VHH U,WHP 4XDQWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUHV DERXW ODUNHW 5LVN U

& 21l EDODQFH VKHHW DUUDQJHPHQWY &RQWUDFWXDO R
DQG RWKHU FRPPHUFLDO FRPPLWPHQWYV

'H KDYH YDULRXV FRQWUDFWXDO REOLJDWLRQV DQG RWKHU FRPPHUFLDO FRPPLWPHQWYV DL
RXU RWKHU FRPPHUFLDO FRPHWRBHHQWWD WD \RARZQ LQ 1RWHV ' ' ' DQG ' WR R
ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLV DQQXDO UHSRUW 1RWH ° WR
FRPPLWPHQWY XQGHU RXU SULQFLSDO UHVHDUFK DQG GHYHORSPHQW FROODERUDWLRQ DJ
DULVLQJ IURP FHUWDLQ EXVLQHVV GLYHVWLWXBRVROHGTUVWE LRQWDFLD® VWRWRKRHQWYV

6DQRILxY FRQWUDFWXDO REOLJDWLRQVY DQG RWKHU FRPPHUFLDO FRPPLWPHQWY DUH V

'"HFHPEHU 3D\PHQWYV GXH E\ SHULRG
/IHVV WKDQ WR WR ORUH WKDQ
PLOOLRQ 7TRWDO \HDU \HDUV \HDUV \HDUV

YXWXUH FRQWUDFWXDO FDVK IORZV UHODWLQJ WR GHEW DQG GHEW KHGJLQJ
LQVWUXPHQWYV

3ULQFLSDO SD\PHQWY UHOBWHG WR OHDVH OLDELOLWLHV

2WKHU OHDVH REOLJDWLRQV ZLWK D WHUP RI OHVV WKDQ PRQWKYV
DVVHW OHDVHV DQG OHDVH FRQWUDFWVY FRPPLWWHG EXW QRW \HW F

JUUHYRFDEOH SXUFKD¥VH FRPPLWPHQWYV

a JLYHQ

a UHFHLYHG

5HVHDUFK GHYHORSPHQW OLFHQVH DJUHHPHQWYV

a4 &RPPLWPHQWY UHODWHG WR 5 ' DQG RWKHU FRPPLWPHQWYV
a4 3RWHQWLDO PLOHYWRQH SD\PHQWYV

2EOLJDWLRQV UHODWLQJ WR EXVLQHVYV FRPELQDWLRQV

(VWLFJI’DWHG EHQHILW SD\PHQWV RQ XQIXQGHG SHQVLRQV DQG SRVW HPSOR\PHQW
EHQHILWV

7TRWDO FRQWUDFWXDO REOLJDWLRQV DQG RWKHU FRPPLWPHQWYV

ORZ YDOXH
PP

RPPHQFHG

8QGUDZQ JHQHUDO SXUSRVH FUHGLW IDFLOLWLHV o o

D 6HH 1RWH ' WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLV DQ
E 6HH 1RWH ' WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLV DQ
F 6HH 1RWH ° WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLV DQ

G 7KHVH FRPSULVH LUUHYRFDEOH FRPPLWPHQWY WR VXSSOLHUV RI L SURSHUW\ SODQW DQG HTXLSEF

ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLV DQQXDO UHSRUW DQG LL JRRGV DQG VHUY
H 7KLV OLQH LQFOXGHV DOO SRWHQWLDO PLOHVWRQH SD\PHQWYV RQ SURMHFWYV UHJDUGHG DV UHDVRQD
I 6HH 1RWH ' WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP R1I WKLV DQQ>

J 6HH 1RWH ' WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLV D
HPSOR\HU@V FRQWULEXWLRQV WR PQOQLRWQYVHWY HVWLPDWHG DW

‘H PD\ KDYH SD\PHQWV GXH WR RXU FXUUHQW RU IRUPHU UHVHDUFK DQG GHYHORSPHQW
DJUHHPHQWY W\SLFDOO\ FRYHU PXOWLSOH SURGXFWYV DQG JLYH XV WKH RSWLRQ WR SDUWL
H[HUFLVH RXU RSWLRQ ZLWK UHVSHFW WR D SURGXFW ZH SD\ RXU FROODERUDWLRQ SDUWC
LQ H[FKDQJH :H DUH DOVR JHQHUDOO\ UHTXLUHG WR IXQG VRPH RU DOO RI WKH GHYHORSH
SD\PHQWV WR RXU SDUWQHUV ZKHQ WKRVH SURGXFWV UHDFK GHYHORSPHQW PLOHVWRQHV

‘H KDYH HQWHUHG LQWR FROODERUDWLRQ DJUHHPHQWY XQGHU ZKLFK ZH KDYH ULJKWV WR
WKH DFTXLVLWLRQ RI VKDUHVY ORDQV OLFHQVH DJUHHPHQWY MRLQW GHYHORSPHQW FR P
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3$57 ,
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XSIURQW SD\PHQWV RQ VLIQDWXUH RI WKH DJUHHPHQW RXU FRQWUDFWY IUHTXHQWO\ UHT X
GHYHORSPHQW PLOHVWRQHV E\ RXU DOOLDQFH SDUWQHU RU XSRQ WKH JUDQWLQJ RI DSSUR

%HFDXVH RI WKH XQFHUWDLQ QDWXUH RI GHYHORSPHQW ZRUN LW LV LPSRVVLEOH WR Sl
SURGXFWV RU LL ZKHWKHU WKH H[SHFWHG PLOHVWRQHYV ZLOO EH DFKLHYHG RU LLL WKH
WLV WKHUHIRUH LPSRVVLEOH WR HVWLPDWH WKH PD[LPXP DJJUHJDWH DPRXQW WKDW 6DQF
DJUHHPHQWYV

*LYHQ WKH QDWXUH RI LWV EXVLQHVV LW LV KLIKO\ XQOLNHO\ WKDW 6DQRIL ZLOO H[HUF
DFKLHYHG

7KH PDLQ FROODERUDWLRQ DJUHHPHQWVY UHODWLQJ WR GHYHORSPHQW SURMHFWV DUH
VWDWHPHQWY LQFOXGHG DW ,WHP RI WKLV DQQXDO UHSRUW OLOHVWRQH SD\PHQWV U
LQFOXGHG LQ WKH WDEOH DERYH H[FOXGH SUR MHROLRW D@ L G LW R HRQH DEIBU B R\ BK R WH

FROQWLQJHQW XSRQ WKH DWWDLQPHQW RI VDOHV W DELIHO\R @ @O DEEORERPW.QV RQ WKH PDLU
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, WHP 'LUHFWRUV O6HQLRU ODQDJHPHQMW

$ 'LUHFWRUV DQG 6HQLRU ODQDJHPHQW

6LQFH -DQXDU\ 6DQRIL KDV VHSDUDWHG WKH RIILFHV RI &KDLUPDQ DQG &KLHI ([HFXWL
GDWH KDYH LQOGLFDWHG WKDW WKLV JRYHUQDQFH VWUXFWXUH LV DSSURSULDWH WR 6DQRIL
WKH DSSRLQWPHQW RI 6HUJH :HLQEHUJ WR WKH RIILFH RI &KDLUPDQ ILUVWO\ RQ 0D\

ILQDOO\ RQ $SULO 7KH %RDUG RI 'LUHFWRUV EHOLHYHV WKLY JRYHUQDQFH VWUXFW X!
RSHUDWHY DQG LWV VKDUH RZQHUVKLS VWUXFWXUH DQG DV SURWHFWLQJ WKH ULJKWV RI D

TKHRKDLUPRQYPIDQL]HY DQG GLUHFWV WKH ZRUN RI WKH %RDUG DQG LV UHVSRQVLEOH IRU
GHFLVLRQ PDNLQJ ERGLHV LQ FRPSOLDQFH ZLWK JRRG JRYHUQDQFH SULQFLSOHV 7KH &KDL
WKDW RI LWV &RPPLWWHHYV +H HQVXUHV WKDW WKH &RPSDQ\xV PDQDJHPHQW ERGLHV IXQF\
WR IXOILO WKHLU GXWLHV 7KH &KDLUPDQ LV DFFRXQWDEOH WR WKH 6KDUHKROGHUVx *HQH!

,Q DGGLWLRQ WR WKHVH UROHV FRQIHUUHG E\ ODZ WKH &KDLUPDQ
a LQ FRRUGLQDWLRQ ZLWK WKH &KLHI ([HFXWLYH 2IILFHU OLDLVHV EHWZHHQ WKH %RDUG RI

a LV NHSW UHJXODUO\ LQIRUPHG E\ WKH &KLHI ([HFXWLYH 2IILFHU RI VLIJQLILFDQW HYHQWYV
PD\ UHTXHVW IURP WKH &KLHI ([HFXWLYH 2IILFHU DQ\ LQIRUPDWLRQ XVHIXO WR WKH %RDU

a PD\ LQ FORVH FROODERUDWLRQ ZLWK WKH &KLHI ([HFXWLYH 2IILFHU UHSUHVHQW WKH &
DQG ZLWK NH\ SDUWQHUV RI WKH &RPSDQ\ DQG RU RI LWV VXEVLGLDULHYVY ERWK QDWLRQD

a VHHNV WR SUHYHQW DQ\ FRQIOLFW RI LQWHUHVW DQG PDQDJHV DQ\ VLWXDWLRQ WKDW PL
WKH QDPH RI WKH %RDUG RQ UHTXHVWYV WR WDNH XS HIWHUQDO GLUHFWRUVKLSV RI ZKLEI
E\' D GLUHFWRU

a PD\ LQWHUYLHZ WKH VWDWXWRU\ DXGLWRUV LQ SUHSDUDWLRQ IRU WKH ZRUN RI WKH %RD!
a VWULYHV WR SURPRWH LQ DOO FLUFXPVWDQFHY WKH YDOXHV DQG LPDJH RI WKH &RPSDQ\

7KH &KDLUPDQ LV DOVR UHTXLUHG WR GHYHORS DQG PDLQWDLQ D SURSHU UHODWLRQVKLS F
DV WR HQVXUH WKDW WKH ODWWHU FRQVLVWHQWO\ DQG FRQWLQXRXVO\ LPSOHPHQWYV WKH F

,Q IXOILOOLQJ KLV UHPLW WKH &KDLUPDQ PD\ PHHW ZLWK DQ\ LQGLYLGXDO LQFOXGLQJ
LOQYROYHPHQW LQ GLUHFWLQJ WKH &RPSDQ\ RU PDQDJLQJ LWV RSHUDWLRQV ZKLFK DUH HI[F

JLQDOO\ WKH &KDLUPDQ UHSRUWYV WR WKH %RDUG RQ WKH IXOILOPHQW RI KLV UHPLW

7KH &KDLUPDQ FDUULHV RXW KLV GXWLHV GXULQJ WKH HQWLUH SHULRG RI KLV WHUP RI R
SHUVRQ PD\ QRW EH DSSRLQWHG RU UHDSSRLQWHG RQFH WKDW GLUHFWRU KDV UHDFKHG Wk

TKHRKLHI ([HFXWLYHR2QDFHYW WKH &RPSDQ\ DQG UHSUHVHQWY LW LQ GHDOLQJV ZLWK WKLL
SXUSRVH 7KH &KLHI ([HFXWLYH 2IILFHU KDV WKH EURDGHVW SRZHUV WR DFW LQ DOO FLUF
SRZHUV WKDW DUH DWWULEXWHG E\ ODZ WR WKH %RDUG RI 'LUHFWRUY DQG WR WKH 6KDUHk
RI 'LUHFWRUYV

7KH &KLHI ([HFXWLYH 2IILFHU PXVW EH OHVV WKDQ \HDUV ROG
ILPLWDWLRQV RQ WKH SRZHUV RI WKH &KLHI ([HFXWLYH 2IILFI

'LWK HIIHFW IURP ODUFK WKH OLPLWDWLRQV RQ WKH SRZHUV RI WKH &KLHI ([HFXWLY
SUHMXGLFH WR OHJDO SURYLVLRQV UHJDUGLQJ DXWKRUL]DWLRQV WKDW PXVW EH JUDQWHG
RI HTXLW\ KROGLQJV RU UHDO HVWDWH HWF SULRU DSSURYDO IURP WKH %RDUG RI '"LUHI
LQYHVWPHQW RU GLYHVWPHQW RU DQ H[SHQGLWXUH RU JXDUDQWHH FRPPLWPHQW PDGH E\

a D FDS RI PLOOLRQ SHU WUDQVDFWLRQ IRU WUDQVDFWLRQV GHFLVLRQV RU FRPPLWPH
a D FDS RI PLOOLRQ SHU WUDQVDFWLRQ IRU WUDQVDFWLRQV GHFLVLRQV RU FRPPLWPH

:KHQ VXFK WUDQVDFWLRQV GHFLVLRQV RU FRPPLWPHQWY JLYH ULVH WR LQVWDOOPHQW S
FRQWLQJHQW XSRQ IXWXUH UHVXOWYV RU REMHFWLYHV VXFK DV WKH UHJLVWUDWLRQ RI R
DJJUHJDWLQJ WKH YDULRXV SD\PHQWV GXH IURP VLIQDWXUH RI WKH FRQWUDFW XQWLO |
DXWKRUL]DWLRQ LQ WKH 8QLWHG 6WDWHV RU LQ (XURSH

$WWDLQPHQW RI WKH DERYH FDSV LV DOVR DVVHVVHG DIWHU WDNLQJ LQWR DFFRXQW DOC
FRQGLWLRQDO RSWLRQ ZLWK LPPHGLDWH RU GHIHUUHG HIIHFW DQG DOO JXDUDQWHHV RU
VXFK FRPPLWPHQWYV

7KH SULRU DSSURYDO SURFHGXUH GRHV QRW DSSO\ WR WUDQVDFWLRQV DQG GHFLVLRQV W
VXEVLGLDULHY DQG WKH &RPSDQ\ LWVHOI
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%»RDUG RI '"LUHFWRUYV

7KH %RDUG RI 'LUHFWRUV HVWDEOLVKHV WKH RULHQWDWLRQ RI WKH &RPSDQ\ V DFWLYLW
FRQVLGHUDWLRQ WR VRFLDO DQG HQYLURQPHQWDO LVVXHV 6XEMHFW WR WKRVH SRZHUV
ZLWKLQ WKH OLPLWV VHW E\ WKH FRUSRUDWH SXUSRVH LW DGGUHVVHV DQ\ LVVXH RI UHO
WKURXJK LWV GHOLEHUDWLRQV VHWWOHY PDWWHUV FRQFHUQLQJ WKH &RPSDQ\

(DFK \HDU WKH %RDUG RI 'LUHFWRUV FRQGXFWV D UHYLHZ WR HQVXUH WKDW WKHUH LV
FRPSRVLWLRQ RI LWV &RPPLWWHHV ,Q SDUWLFXODU WKH %RDUG VHHNV WR HQVXUH JH
H[SHULHQFHV QDWLRQDOLWLHY DQG DJHV UHIOHFWLQJ RXU VWDWXV DV D GLYHUVLILHG J(
SRWHQWLDO FDQGLGDWHY EXW DOVR ZKHWKHU H[LVWLQJ GLUHFWRUV VKRXOG VHHN UHD:
LQGHSHQGHQFH RI PLQG DQG DUH FRPSHWHQW GHGLFDWHG DQG FRPPLWWHG ZLWK FRPSDW

$V Rl '"HFHPEHU RXU %RDUG RI 'LUHFWRUV KDG PHPEHUV LQFOXGLQJ WZR GLUHFWF
H[FOXGLQJ GLUHFWRUV UHSUHVHQWLQJ HPSOR\HHV ZHUH ZRPHQ DQG RI WKH GLUHFWF
QRQ JUHQFK QDWLRQDOV

$FWLQJ RQ SURSRVDOV IURP WKH &KLHI ([HFXWLYH 2IILFHU DQG LQ OLDLVRQ ZLWK WKH &RP
DQG &65 &RPPLWWHH WKH %RDUG VHWV REMHFWLYHV IRU JHQGHU EDODQFH RQ 6DQRILxXV
LQFOXVLRQ QRQ GLVFULPLQDWLRQ DQG GLYHUVLW\ SROLF\ LV DSSOLHG ZLWKLQ WKH &RP

&RPPLWWHH PHPEHUV ZHUH ZRPHQ DQG ZHUH QRQ JUHQFK QDWLRQDOV )ROORZLQJ W
LPSOHPHQWHG RQ 2FWREHU DQG )HEUXDU\ DV RI WKH GDWH RI SXEOLFDWLRQ
([HFXWLYH &RPPLWWHH PHPEHUV ZHUH ZRPHQ DQG ZHUH QRQ JUHQFK QDWLRQDOV )

VHFWLRQ HOAWXWIOWHG RPPH®YRZHH

7TKH4RDUG RI 'LUHFWRUV LV DOVR NHSW LQIRUPHG LQ SDUWLFKDDORRS B/KHWKFADNMLRQ GRH"
SROLF\ RQ KRZ 6DQRIL V LQFOXVLRQ DQG GLYHUVLW\ SROLF\ LV FDVFDGHG GRZQ WR UBHQL
WKH KLIJIKHVW OHYHO RI UHVSRQVLELOLW\

J)LQDOO\ WKH %RDUG PRQLWRUV SURJUHVV RQ RXU &65 VWUDWHJ\ DV UHFDOLEUDWHG LQ
RXU &65 SURJUDP LQFOXGLQJ RXU FOLPDWH FRPPLWPHQWYV 6LQFH Rl WKH YDULDEOH
WR &65 FULWHULD LQFOXGLQJ DQ REMHFWLYH WR FXW RXU JUHHQKRXVH JDV HPLVVLRQV

7KH UXOHV DQG RSHUDWLQJ SURFHGXUHV RI RXU %RDUG RI 'LUHFWRUV DUH GHILQHG E\ ODz
DQ (QJOLVK ODQJXDJH YHUVLRQ RI ZKLFK LV UHSURGXFHG LQ IXOO DV ([KLELW WR WKLV .

THUP RI 2IILFH

7KH WHUP RI RIILFH RI GLUHFWRUV LV IRXU \HDUV 'LUHFWRUV DUH UHTXLUHG WR VHHN UHD
UHTXLUHG WR VHHN UHDSSRLQWPHQW RQ D UHJXODU EDVLV LQ WKH PRVW HTXDO SURSRL
*HQHUDO OHHWLQJ PD\ DSSRLQW D GLUHFWRU WR VHUYH IRU D WHUP RI RQH WZR RU WKU
PHPEHUV (DFK GLUHFWRU VWDQGLQJ GRZQ LV HOLJLEOH IRU UHDSSRLQWPHQW B6KRXOG RQ
UHVLIJQDWLRQ WKH %RDUG RI 'LUHFWRUV PD\ PDNH SURYLVLRQDO DSSRLQWPHQWY LQ WKt
DFFRUGDQFH ZLWK DSSOLFDEOH ODZV

'LUHFWRUYV PD\ EH UHPRYHG IURP RIILFH DW DQ\ WLPH E\ D 6KDUHKROGHUVx *HQHUDO OHHWI

$ QDWXUDO SHUVRQ FDQQRW EH DSSRLQWHG RU UHDSSRLQWHG DV D GLUHFWRU RQFH KH
GLUHFWRUV DJHG RYHU UHSUHVHQWY PRUH WKDQ RQH WKLUG RI WKH GLUHFWRUV LQ RIIL
RU KHU WHUP RI RIILFH VKDOO HQG DW WKH GDWH RI WKH QH[W 6KDUHKROGHUVx 2UGLQDU\ *

6HOHFWLRQ 3URFHVYV IRU %RDUG OHPEHUYV

7KH $SSRLQWPHQWYV *RYHUQDQFH DQG &65 &RPPLWWHH KDV D UHPLW WR RUJDQL]JH D SURFF}
WKH GHVLUHG SURILOH DQG VNLOOVHW IRU D QHZ GLUHFWRU KDV EHHQ GHILQHG D VHDUFK

2QFH D VKRUWOLVW KDV EHHQ HVWDEOLVKHG WKH &RPPLWWHH LQWHUYLHZVY WZR RU WKUH
PDNHVY D UHFRPPHQGDWLRQ WR WKH %RDUG RQ WKH FDQGLGDWH ZLWK WKH EHVW ILW IF
H[SODQDWLRQ RI KRZ WKH LQWHUYLHZV ZHUH FRQGXFWHG DQG JLYLQJ UHDVRQV ZK\ D FDQG

,QGHSHQGHQFH RI %RDUG OHPEHUV

8QGHU WKH WHUPV RI WKH $)(3 0('() FRUSRUDWH JRYHUQDQFH FRGH WKH $)(3 0('() &RGH D
QR UHODWLRQVKLS RI DQ\ NLQG ZKDWVRHYHU ZLWK WKH &RPSDQ\ LWV JURXS RU LWV VHQLI
VSHFLILFDOO\ D GLUHFWRU FDQ RQO\ EH UHJDUGHG DV LQGHSHQGHQW LI KH RU VKH

a LV QRW DQG KDV QRW EHHQ GXULQJ WKH SDVW ILYH \HDUV
O DQ HPSOR\HH RU H[HFXWLYH RIILFHU Rl WKH &RPSDQ\
O DQ HPSOR\HH H[HFXWLYH RIILFHU RU GLUHFWRU RI DQ HQWLW\ FRQVROLGDWHG E\ WKH
O DQ HPSOR\HH H[HFXWLYH RIILFHU RU GLUHFWRU RI WKH &RPSDQ\xV SDUHQW RU RI DQ F

a LV QRW DQ H[HFXWLYH RIILFHU RI DQ HQWLW\ LQ ZKLFK L WKH &RPSDQ\ GLUHFWO\ RU 1
&RPSDQ\ LV GHVLIQDWHG DV D GLUHFWRU RU LLL DQ H[HFXWLYH RIILFHU RI WKH &RPS|
ILYH \HDUV KROGV D GLUHFWRUVKLS FULWHULRQ

6$12), )250 )



3%$57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HF

a LV QRW D FXVWRPHU VXSSOLHU LQYHVWPHQW EDQNHU RU FRUSRUDWH EDQNHU WKDW 1
&RPSDQ\ RU LWV JURXS UHSUHVHQWY D VLJQLILFDQW SURSRUWLRQ RI LWV EXVLQHVV FUL

KDV QR FORVH IDPLO\ WLHV ZLWK D FRUSRUDWH RIILFHU RI WKH &RPSDQ\ FULWHULRQ
KDV QRW DFWHG DV DXGLWRU IRU WKH &RPSDQ\ RYHU WKH FRXUVH RI WKH SDVW ILYH \HDL
KDV QRW EHHQ D GLUHFWRU RI WKH &RPSDQ\ IRU PRUH WKDQ WZHOYH \HDUV FULWHULRQ

GRHVY QRW UHFHLYH YDULDEOH FRPSHQVDWLRQ LQ FDVK RU LQ WKH IRUP RI VKDUHV RU
&RPSDQ\ RU LWV JURXS FULWHULRQ RU

a GRHV QRW UHSUHVHQW D VKDUHKROGHU WKDW KDV D VLJQLILFDQW RU FRQWUROOLQJ LQW

7KH LQIOXHQFH RI RWKHU IDFWRUV VXFK DV WKH DELOLW\ WR XQGHUVWDQG FKDOOHQJHV
MXGIJPHQW LV DOVR HYDOXDWHG EHIRUH LW LV GHFLGHG ZKHWKHU D GLUHFWRU FDQ EH UH.

,Q FRPSOLDQFH ZLWK RXU %RDUG &KDUWHU DQG SXUVXDQW WR WKH $)(3 0('() &RGH WKH
GLVFXVVHG WKH LQGHSHQGHQFH RI WKH FXUUHQW GLUHFWRUV 21 WKH ILIWHHQ GLUHFWRU
GLUHFWRUV E\ UHIHUHQFH WR WKH LQGHSHQGHQFH FULWHULD XVHG E\ WKH %RDUG RI '"LUI
/LVH .LQJR 3DWULFN .URQ )DELHQQH /HFRUYDLVLHU OHODQLH /HH &DUROH 3LZQLFD *LOO}

,Q DFFRUGDQFH ZLWK WKH UXOHV GHVFULEHG DERYH 3DXO +XGVRQ ZKR LV DQ H[HFXW
&KULVWRSKH %DEXOH ZKR ZHUH DSSRLQWHG RQ WKH UHFRPPHQGDWLRQ RI / 2U©DO D PDMF

6HUJH :HLQEHUJ LV QR ORQJHU GHHPHG LQGHSHQGHQW SXUVXDQW WR WKH $)(3 0('() &RGH
VHUYHG DV D GLUHFWRU RI 6DQRIL IRU PRUH WKDQ WZHOYH \HDUV

&RQVHTXHQWO\ WKH SURSRUWLRQ RI LQGHSHQGHQW GLUHFWRUV LV 7KLV FRPSDUHV
FRPSDQLHV ZLWK GLVSHUVHG RZQHUVKLS DQG QR FRQWUROOLQJ VKDUHKROGHU ZKLFK
UHFRPPHQGDWLRQV RI WKH $)(3 0('() &RGH GLUHFWRUV UHSUHVHQWLQJ HPSOR\HHV DUH
LQGHSHQGHQW GLUHFWRUYV

Q@

5DFKHO 3DWULFNDELHQQH &DUROH *LOOHV 'LDQH 7TKRPDV
'XDQ/LVH .LQJR .URQ/HFRUYDLYHBDQLH /HHZQLFD6FKQHSS 6RX]D 6% GKRI
&ULWHUQR®W DQ
HPSOR\HH H[HFXWLYH
RIILFHU LQ SDVW \HBHV <HV <HV <HV <HV <HV <HV <HV <HV
&ULWHULRQURWQV
GLUHFWRUVKLSV <HV <HV <HV <HV <HV <HV <HV <HV <HV
&ULWHUDRQ
VLIJQLILFDQW EXVLQHVV
UHODWLRQVKLS <HV <HV <HV <HV <HV <HV <HV <HV <HV
&ULWHURRQFORVH
IDPLO\ WLHV <HV <HV <HV <HV <HV <HV <HV <HV <HV
&ULWHUQR®W DQ
DXGLWRU <HV <HV <HV <HV <HV <HV <HV <HV <HV
&ULWHUQR® KHOG
RIILFH IRU ! \HDUV <HV <HV <HV <HV <HV <HV <HV <HV <HV
&ULWHUQRQDULDEOH
RU SHUIRUPDQFH OLQNHG
FRPSHQVDWLRQ <HV <HV <HV <HV <HV <HV <HV <HV <HV
&ULWHUQR®W D
VLIJQLILFDQW
VKDUHKROGHU <HV <HV <HV <HV <HV <HV <HV <HV <HV
HHPHG LQGHSHQGHQ¥HV <HV <HV <HV <HV <HV <HV <HV <HV

J)DLOXUH WR IXOILO RQH RI WKH FULWHULD GRHVY QRW DXWRPDWLFDOO\ GLVTXDOLI\ D GLUHF

,Q DVVHVVLQJ WKH FULWHULRQ UHODWHG WR VLJQLILFDQW EXVLQHVV UHODWLRQVKLSV FL
UHODWLRQVKLSY EHWZHHQ GLUHFWRUV DQG 6DQRIL DQG FRQFOXGHG WKDW QR UHODWLRQV
7KH %YRDUG RI 'LUHFWRUYV QRWHG WKDW WKH &RPSDQ\ DQG LWV VXEVLGLDULHYV KDG LQ WKF
SURGXFWV DQG SURYLGHG VHUYLFHV WR DQG RU SXUFKDVHG SURGXFWV DQG UHFHLYHG VF
GLUHFWRUV ZKR DUH FODVVLILHG DV LQGHSHQGHQW RU WKHLU FORVH IDPLO\ PHPEHUV ZI
FDVH WKH DPRXQWV SDLG WR RU UHFHLYHG IURP VXFK FRPSDQLHVY RYHU WKH SDVW WKUHH
QRW UHSUHVHQW DPRXQWV WKDW WKH %RDUG UHJDUGHG DV XQGHUPLQLQJ WKH LQGHSHQGF

%YRDHGDOXDWLRQ

8QGHU WKH WHUPV RI WKH %RDUG &KDUWHU D GLVFXVVLRQ RI WKH RSHUDWLQJ SURFHGXUFE
DJHQGD RI RQH %RDUG PHHWLQJ HYHU\ \HDU 7KH &KDUWHU DOVR UHTXLUHV D IRUPDO HYDC
WKH GLUHFWLRQ RI WKH $SSRLQWPHQWYV *RYHUQDQFH DQG &65 &RPPLWWHH ZLWK DVVLVWL

7TKH DQG HYDOXDWLRQV ZHUH FRQGXFWHG LQWHUQDOO\ XVLQJ D GHWDLOHG TXHVWL
(DFK GLUHFWRU zZDV DOORZHG D IHZ ZHHNV WR FRPSOHWH WKH TXHVWLRQQDLUH XVLQJ D
UHVSRQVHY ZHUH DQDO\]HG E\ WKH 6HFUHWDU\ WR WKH %RDUG DQG VXSSOHPHQWHG E\ RQt
DQG GLVFXVVHG E\ WKH $SSRLQWPHQWYV *RYHUQDQFH DQG &65 &RPPLWWHH

6$12), )250 )



3%$57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HPSOR\HHV

JROORZLQJ WKH HYDOXDWLRQ FRQGXFWHG LQ WKH IROORZLQJ DFWLRQV ZHUH WCEL
LGHQWLILHG VHH RXU $QQXDO 5HSRUW RQ )RUP )

a RXWPDQ 5HVRXUFHV SROLF\ ZDV UHYLHZHG DQG WLJKWHQHG XS XQGHU WKH OHDGHUVKLS
a WKH SURFHVV RI IRUPDOL]LQJ WKH VXFFHVVLRQ SODQ IRU WKH &KDLUPDQ RI WKH %RDUG Z

a WKH ULVN SURILOH DQG ULVN PDQDJHPHQW SODQ ZDV UHYLHZHG ZLWK SDUWLFXODU UHI
DQG WKH $XGLW &RPPLWWHH UHYLHZHG F\EHUVHFXULW\ ULVNV LQ OLJKW RI VWUHVV WHV'
JHRSROLWLFDO DUHQD

7KH UHPLW RI WKH 6WUDWHJ\ &RPPLWWHH UHPDLQHG XQFKDQJHG ZLWK WKH $SSRLQWPHQW'
ZDV FRQVLVWHQW ZLWK XVXDO SUDFWLFH DQG VHUYHG WKH QHHG RI WKH %RDUG

,Q D IRUPDO HYDOXDWLRQ ZDV FRQGXFWHG XQGHU WKH GLUHFWLRQ RI WKH $SSRLQ
DVVLVWDQFH RI D VSHFLDOLVW FRQVXOWLQJ ILUP

7KLY HYDOXDWLRQ WRRN SODFH RYHU VHYHUDO ZHHNV DFFRUGLQJ WR WKH IROORZLQJ SUR

O LVVXDQFH RI D TXHVWLRQQDLUH WR DOO GLUHFWRUV WKH PDLQ WRSLFV FRYHUHG E\ W
%RDUG ZLWK 6DQRIL V QHHGYV TXDOLW\ RI VXSSRUW DQG LOQWHUYHQWLRQV ZRUNLQJ PF
WR WKH %RDUG DQG WKH &RPPLWWHHYV FRPSOLDQFH RI WKH FRPSDQ\ V JRYHUQDQFH ZI
H[SUHVVLRQ FRPSRVLWLRQ DQG UHPLWV RI WKH &RPPLWWHHYVY UHODWLRQV EHWZHHQ
VWDNHKROGHUV H[SHFWDWLRQV RI WKH 'LUHFWRUV SHUVRQDO FRQWULEXWLRQV FRPS

O UHYLHZ RI WKH DQVZHUV SURYLGHG E\ WKH GLUHFWRUYV
O XSGDWH RQ WKH HYDOXDWLRQ SURFHVV DW WKH PHHWLQJ RI WKH $SSRLQWPHQWV *RYH
OLQGLYLGXDO LQWHUYLHZV FRQGXFWHG E\ D FRQVXOWDQW

7KH $SSRLQWPHQWY *RYHUQDQFH DQG &65 &RPPLWWHH PHHWLQJ RI )HEUXDU\ UHYLF
LQFOXGLQJ WKH DUHDV IRU SURJUHVY DQG YLJLODQFH LGHQWLILHG ZKLFK ZDV WKHQ SUHV!
7KH UHVXOWYV RI WKH HYDOXDWLRQ VKRZ DQ LPSURYHPHQW LQ WKH IXQFWLRQLQJ RI WKF

SDUW\ XQGHUOLQHG WKH HITHFWLYHQHVV RI WKH &KDLUPDQ V DFWLRQ DQG WKH TXDOLW\ RI
7KH IROORZLQJ DUHDV IRU SURJUHVY KDYH QHYHUWKHOHVY EHHQ LGHQWLILHG
O WKH SUHSDUDWLRQ RI WKH &KDLUPDQ V VXFFHVVLRQ PXVW EH FRQWLQXHG DQG DFFHOH

O WKH LPSOHPHQWDWLRQ RI WKH &65 VWUDWHJI\ ZLOO KDYH WR EH VXEMHFW WR WLJK
$SSRLQWPHQWY *RYHUQDQFH DQG &65 &RPPLWWHH RI WKH IRXU SLOODUV RI WKH SROLF

O VWUDWHJILF VHPLQDUV VKRXOG EH PRUH GHYRWHG WR GLVFXVVLQJ VWUDWHJI\ UDWKHU V
O WKH GXUDWLRQ RI WKH WZR H[HFXWLYH VHVVLRQV VKRXOG EH H[WHQGHG WR DOORZ IRU
O WKH LQWHJUDWLRQ SURJUDP IRU QHZ "LUHFWRUV PDGH GLIILFXOW GXH WR WKH KHDOW

%RDUG PHPEHUV VWDWHG WKDW &29,'QKDREI @KW BoRUDRIGG EW WHWARHANKL[SUHVVHG D GHVLUH IR
PHHWLQJY DV ZHOO DV QRUPDO VRFLDO DFWLYLWLHV

7KH &KDLUPDQ ZLOO SURYLGH IHHGEDFN RQ HDFK %RDUG PHPEHU V LQGLYLGXDO SHUIRUPDC
6XFFHVVLRQ SODQQLQJ

7KH UHPLW RI WKH $SSRLQWPHQWYV *RYHUQDQFH DQG &65 &RPPLWWHH LQFOXGHYV SUHSDUL
SDUWLFXODU WKURXJK WKH HVWDEOLVKPHQW RI D VXFFHVVLRQ SODQ IRU H[HFXWLYH RIILFH

7KH SODQ ZKLFK LV UHYLHZHG DW PHHWLQJV RI WKH $SSRLQWPHQWY *RYHUQDQFH DQG &65
a XQSODQQHG YDFDQF\ GXH WR SURKLELWLRQ UHVLIQDWLRQ RU GHDWK

a IRUFHG YDFDQF\ GXH WR SRRU SHUIRUPDQFH PLVPDQDJHPHQW RU PLVFRQGXFW DQG

a SODQQHG YDFDQF\ GXH WR UHWLUHPHQW RU H[SLUDWLRQ RI WHUP RI RIILFH

7TKURXJK LWV ZRUN DQG GLVFXVVLRQV WKH &RPPLWWHH VHHNV WR GHYLVH D VXFFHVVLRQ
PHGLXP RU ORQJ WHUP EXW ZKLFK DOVR EXLOGV LQ GLYHUVLW\ O LQ DOO LWV IDFHWV O DV

7R IXOILOO LWV UHPLW WKH $SSRLQWPHQWYV *RYHUQDQFH DQG &65 &RPPLWWHH
a SURYLGHV WKH %RDUG ZLWK SURJUHVV UHSRUWY LQ SDUWLFXODU DW H[HFXWLYH VHVVLR
a FR RUGLQDWHY ZLWK WKH &RPSHQVDWLRQ &RPPLWWHH ,Q WKDW UHJDUG KDYLQJ D GLUHI

a ZRUNV FORVHO\ ZLWK WKH &KLHI ([HFXWLYH 2IILFHU WR L HQVXUH WKH SODQ LV FRQV
SUDFWLFHV LL HQVXUH KLJK SRWHQWLDO LOQWHUQDO SURVSHFWV UHFHLYH DSSURSULI
PRQLWRULQJ RI NH\ SRVWV OLNHO\ WR IDOO YDFDQW

a PHHWV ZLWK NH\ H{HFXWLYHV DV QHHGHG DQG

a LQYROYHV WKH &KDLUPDQ DQG WKH &KLHI ([HFXWLYH 2IILFHU LQVRIDU DV HDFK KDV D NH\
WKHP GLUHFWLQJ WKH SURFHVV

,Q IXOILOOLQJ WKHLU UHPLW &RPPLWWHH PHPEHUV DUH DFXWHO\ FRQVFLRXV RI FRQILGHQW
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$OWKRXJK DZDUH WKDW VHSDUDWLQJ WKH RIILFHV Rl &KDLUPDQ DQG &KLHI ([HFXWLYH 2
QRQHWKHOHVYVY DVVHVVHYVY WKH VLWXDWLRQ RI WKH &KDLUPDQ DV ZHOO DV WKDW RI WKH H[H

6HUJH :HLQEHUJxV FXUUHQW WHUP RI RIILFH H[SLUHV DW WKH HQG RI WKH $QQXDO *HQHUL
ILQDQFLDO VWDWHPHQWY IRU WKH \HDU HQGHG 'HFHPEHU DQG FDQQRW EH UHQHZHG

$UWLFOHV RI $VVRFLDWLRQ DQ (QJOLVK ODQJXDJH YHUVLRQ RI ZKLFK LV UHSURGXFHG LQ |
WKH LQVWLIJDWLRQ RI 6HUJH :HLQEHUJ DQG ZLWK DVVLVWDQFH IURP D FRQVXOWDQF\ ILUP

EHIJXQ SUHSDUDWRU\ VXFFHVVLRQ SODQQLQJ ZRUN LQYROYLQJ FRQVLGHUDWLRQ RI WKH S
ZLWK %RDUG PHPEHUV 7KDW ZRUN LV EHLQJ FRQWLQXHG DQG IRUPDOL]HG E\ WKH &RPPLWW
GLUHFWRU DQG ZDV DSSRLQWHG DV &KDLU RI WKH &RPPLWWHH RQ 'HFHPEHU IROORZL
DV PHQWLRQHG DERYH ZLOO XVH KLV JRYHUQDQFH H[SHUWLVH WR VXSSRUW WKH &RPPLWWt!

6XFFHVVLRQ SODQQLQJ IRU WKH &KLHI ([HFXWLYH 2IILFHU LV VXEMHFW WR UHJXODU UHYLHZ
%RDUG &KDUWHU

2XU %YRDUG &KDUWHU GHVFULEHV WKH ULJKWV DQG REOLJDWLRQV RI %RDUG PHPEHUV WKH
'LUHFWRUVY DQG %RDUG &RPPLWWHHYVY DQG WKH UROHV DQG SRZHUV RI WKH &KDLUPDQ DQG
ZLWK WKH J)UHQFK &RPPHUFLDO &RGH DQG RXU $UWLFOHV RI $VVRFLDWLRQ

$Q (QJOLVK ODQJXDJH YHUVLRQ RI RXU %RDUG &KDUWHU LV UHSURGXFHG LQ IXOO DV ([KLEL
&RPSRVLWLRQ RI WKH %RDUG RI 'LUHFWRUV DV RI '"HFHPEHU

$V RI '"HFHPEHU RXU %YRDUG RI 'LUHFWRUV FRPSULVHG
1XPEHU RI <HDUYV
IXPEHGBLUHFWRUVKLSV RI
RI LQ OLVWHG JLUVW 7HUP %RDUG
LUHFWRU $JH*HQGHUDWLRQDWHKMHNRPSDQLHQGHSHQ ®ISGWLQWHIGLUHWHU Y L¥F& $*& && 6& 6FL&
6HUJH :HLQEHUJ
&KDLUPDQ RI WKH
%RDUG 0 JUHQFK 1R $*0 0 & 0
3DX0 +XGVRQ &KLHI
([HFXWLYH 2[ILFHU 0 %ULWLVK 1R $*0 0
&KULVWRSKH %DEXOHO JUHQFK 1R $*0 0
5DFKHO 'XDQ ) &KLQHVH <HV $*0 0
/LVH .LQJR ) 'DQLVK <HV $*0 0
3DWULFN .URQ 0 JUHQFK <HV $*0 0 & O
'ROIJDQJ FDX] 0 *HUPDQ 1R $*0
JUHQFK
%DUEDUD /DYHUQRV ) *HUPDQ 1R $*0
YDELHQQH
JHFRUYDLVLHU ) JUHQFK <HV $*0 &
OHODQLH /HH ) %ULWLVK <HV $*0 0 0
&DUROH 3LZQLFD ) %HOJLDQ <HV $*0 0
*LOOHV 6FKQHSS 0 JUHQFK <HV $*0 & 0
"LDQH 6RX]D ) $PHULFDQ <HV $*0 0 0
$PHULFDQ
7KRPDV 6%GKRI 0 *HUPDQ <HV $*0 &
<DQQ 7UDQ 0 JUHQFK 1R $*0 o)
,QGHSHQGHQW GLUHFWRUYV YHPDOH GLUHFWRUV 1RQ JUHQFK GLUHFWR

$& $XGLW &RPPLWWHH

$*& $SSRLQWPHQWV *RYHUQDQFH DQG &65 &RPPLWWHH
&& &RPSHQVDWLRQ &RPPLWWHH

6& 6WUDWHJI\ &RPPLWWHH

6FL& G6FLHQWLILF &RPPLWWHH

& &KDLUPDQ &KDLUZRPDQ

0 OHPEHU

D ,QFOXGHV DOO QRQ H[HFXWLYH DQG H[HFXWLYH DQG HTXLYDOHQW GLUHFWRUVKLSV KHOG LQ OLVWH
RI WKLV UDWH

E 'LUHFWRU UHSUHVHQWLQJ HPSOR\HHV
F 'LUHFWRUV UHSUHVHQWLQJ HPSOR\HHVY DUH QRW WDNHQ LQWR FRQVLGHUDWLRQ IRU WKH FDOFXODWLF
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&RPSHWHQFLHV RI %RDUG PHPEHUYV

7KH %RDUG RI 'LUHFWRUV LQ OLDLVRQ ZLWK WKH $SSRLQWPHQWY *RYHUQDQFH DQG &65 &F
LV EDODQFHG GLYHUVH DQG ILW IRU SXUSRVH

,Q DVVHVVLQJ LWV FRPSRVLWLRQ WKH %RDUG WDNHV DFFRXQW RI WKH QHZ FKDOOHQJHV
ZKHWKHU WKH TXDOLWLHV RI VHUYLQJ GLUHFWRUV DUH VXIILFLHQW IRU WKH %RDUG WR GHC

2YHU WKH SDVW VHYHUDO \HDUV WKH %RDUG KDV DGDSWHG LWV FRPSRVLWLRQ LQ OLQH ZL
a EULQJLQJ DGGLWLRQDO SKDUPDFHXWLFDO LQGXVWU\ DQG KHDOWKFDUH VHFWRU H[SHUWL)
a IXUWKHU UDLVLQJ WKH SURSRUWLRQ RI QRQ J)UHQFK GLUHFWRUV HVSHFLDOO\ WKRVH ZLW
a GHYHORSLQJ LWV NQRZOHGJH RI &65 LVVXHV DQG

a PDLQWDLQLQJ WKH OHYHO RI FRUH FRPSHWHQFLHVY HVSHFLDOO\ LQ DFFRXQWLQJ DQG ILQI

7KH %RDUG KDV FRPSOHWHG DQ RYHUYLHZ RI WKH FRPSHWHGQNIKHRZ \F X0U B RIRSWUAHK B DS/UL M W H @ B (
VSUHDG RI WKH W\SHV RI FRPSHWHQFLHVY UHTXLUHG ERWK LQ JHQHUDO WHUPV DQG E\ UH
QXPEHU RI GLUHFWRUV SRVVHVVLQJ ADFK Rl WKRVH FRPSHWHQFLHV

6FLHQWLILF WUDLQUQJ F

+HDOWKFDUH SKDUPDFHXWLFDO LQGXVWU\ H[SHULHQFH ¢

6HQLRU H[HFXWLYH UROH fQ LQWHUQDWLR|QDO JURXS !

%RDUG PHPEHUVKLS LQ LQWHUQDWLRQDO| JURXS J
,QWHUQDWLRQBO H[SHULHQFH -
OHUJHUV DFTXLVLWLRQV M
JLQDQFH $FFRXQWLQJD N

%DVHG RQ WKH FRPSRVLW)HREURDWKH %RDUG DV RI

7KH LQIRUPDWLRQ VKRZQ H[FOXGHY GLUHFWRUV UHSUHVHQWLQJ HPSOR\HHV

%DUEDUD /DYHUQRV OHODQLH /HH DQG 7KRPDV 6%GKRI

3DX0O +XGVRQ 5DFKHO 'XDQ /LVH .LQJR OHODQLH /HH DQG 'LDQH 6RX]D

([HFXWLYH &RPPLWWHH PHPEHU ZLWKLQ DQ LQWHUQDWLRQDO JURXS

6HUJH :HLQEHUJ 3DXO +XGVRQ &KULVWRSKH %DEXOH 5DFKHO 'XDQ /LVH .,QJR 3DWULFN .URQ %DUE
6HUJH :HLQEHUJ 5DFKHO 'XDQ /LVH .LQJR 3DWULFN .URQ )DELHQQH /HFRUYDLVLHU &DUROH 3LZQLFL
2SHUDWLRQDO UROH ZLWKLQ DQ LQWHUQDWLRQDO JURXS

6HUJH :HLQEHUJ 3DXO +XGVRQ &KULVWRSKH %DEXOH S5DFKHO 'XDQ /LVH .LQJR 3DWULFN .URQ )DELLI
6HUJH :HLQEHUJ 3DXO +XGVRQ &KULVWRSKH %DEXOH 3DWULFN .URQ )DELHQQH /HFRUYDLVLHU &DU|
&KULVWRSKH %DEXOH )DELHQQH /HFRUYDLVLHU &DUROH 3LZQLFD *LOOHV BFKQHSS DQG 'LDQH 6RX]D

ZZIr X~ T ITOmTMO

$00 PHPEHUV RI RXU %RDUG RU 'LUHFWRUVY DUH HQJDJHG ZLWK FRUSRUDWH VRFLDO UHVSRC

a 6HUJH :HLQEHUJ IRXQGHG :HLQEHUJ &DSLWDO 3DUWQHUV D UHVSRQVLEOH LQYHVWPHQW
LQOYHVWPHQW GHFLVLRQV DQG PHDVXUHV WKH LPSDFW RI LWV LOQYHVWPHQWY RQ VRFLHW\

4 &KULVWRSKH %DEXOH DV &)2 Rl / 2UODO LV LQ FKDUJH RI ILQDQFLQJ WKH JURXS V VXVWE
‘RPHQ HQGRZPHQW IXQG

a /LVH .LQJR KROGV D 0ODVWHU GHJUHH LQ 5HVSRQVLELOLW\ %XVLQHVY 3UDFWLFH IURP W
3URIHVVRU RI 6XVWDLQDELOLW\ DQG ,QQRYDWLRQ DW WKH 9ULMH 8QLYHUVLWHLW $PVWHU
YDULRXV &65 UHODWHG SRVLWLRQV LQFOXGLQJ 'LUHFWRU RI (QYLURQPHQWDO $I1IDLUV D
5HODWLRQV DW 1RYR 1RUGLVN EHIRUH EHFRPLQJ &(2 ([HFXWLYH 'LUHFWRU RI WKH 8QLW

a 3BDWULFN .URQ LQ KLV FDSDFLW\ DV D GLUHFWRU RI +ROFLP LV D PHPEHU RI WKH +HD
FRPPLWWHH RI WKH +ROFLP ERDUG
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a )DELHQQH /HFRUYDLVLHU KDV H[SHULHQFH DV ([HFXWLYH 9LFH 3UHVLGHQW RI $LU /LTXLGF
DQG LQWHUQDWLRQDO DIIDLUVY DQG VRFLHWDO SURJUDPV LQFOXGLQJ WKH $LU /LTXLGH )R

a *LOOHV 6FKQHSS OHG /HJUDQG V &65 SROLF\ DV &KDLUPDQ DQG &(2 IURP WR DQG \
%RDUG RI 'LUHFWRUW RALDOW®& QHPLR'NILRQ SXUSRVH FRPSDQ\ +H KDV DOVR FKDLUHG WKl
7TUDQVLWLRQ &RPPLVVLRQ RI WKH 0('() WKH )UHQFK HPSOR\HU V IHGHUDWLRQ VLQFH

7KH WHUPV RI RIILFH RI 3DXO +XGVRQ &KULVWRSKH %DEXOH 3DWULFN .URQ DQG *LOOHV |
RQ 0D\ ,Q DGOLWHRDQLH /HH DQG &DUROH %RDUG RI 'LUHFWRUV DKHDG 7KH *H QHQHDD O
OHHWLQJ RI 6DQRIL VKDUHKROGHUV RI 0D\ ZLOO EH DVNHG WR DSSURYH

a WKHHZDO RI WKH WHUPV RI RIILFH RI

O 3DXO +XGVRQ ZKR KDV VHUYHG DV RXU &KLHI ([HFXWLYH 2IILFHU VLQFH 6HSWHPEHL
LQ 2FWREHU VXFFHHGLQJ 20LYLHU %UDQGLFRXUW ZKR KDG VHUYHG DV &KLHI ([HF
3DXO +XGVRQ V WHUP RI RIILFH ZLOO HQDEOH WR SOD\ D IXO0O SDUW LQ WKH ZRUN RI W
CKDUPDFHWLFDO LQGXVWU\

O &KULVWRSKH %DEXOH UHIHU WR KLV FDUHHU UOVXP® RQ SDJH DQG KLV FRPSHWHQFL
O 3DWULFN .URQ UHIHU WR KLV FDUHHU UOVXP® RQ SDJH DQG KLV FRPSHWHQFLHYV DV V
O *LOOHV 6FKQHSS UHIHU WR KLV FDUHHU UGVXP©® RQ SDJH DQG KLV FRPSHWHQFLHV D)\

a4 WKH DSSRLQWPHQW DV D QHZ GLUHFWRU RI
O &DUROH )HUUDQG )LQDQFH DFFRXQWLQJ %RDUG PHPEHUVKLS LQ LQWHUQDWLRQDO JUFR
O (PLOH 9RHVW 6FLHQWLILF WUDLQLQJ
O $QWRLQH <YHU 6FLHQWLILF WUDLQLQJ ,QWHUQDWLRQDO H[SHULHQFH +HDOWKFDUH ?
7KH IROORZLQJ SDJHV SURYLGH NH\ LQIRUPDWLRQ DERXW HDFK GLUHFWRU LQGLYLGXDOO\

a GLUHFWRUVKLSY DQG DSSRLQWPHQWY KHOG GXULQJ GLUHFWRUVKLSY LQ OLVWHG FR
SULQFLSDO SRVLWLRQ LV LQGLFDWHG LQ EROG

4 RWKHU GLUHFWRUVKLSY KHOG GXULQJ WKH ODVW ILYH \HDUV
a WUDLQLQJ DQG SURIHVVLRQDO H[SHULHQFH DQG
4 FRPSHWHQFLHV
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6HUJH :HLQEHUJ

'DWH RI ELUWK )HEUXDU\ DJHG
1DWLRQDOLW\ )UHQFK

JLUVW DSSRLQWHG 'HFHPEHU

/DVW UHDSSRLQWPHQW $SULO

7HUP H[SLUHV

%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV )UDQFH
1XPEHU RI VKDUHV KHOG VKDUHV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV

L, 7+,1 7+(6%12), *5283 2876,'( 7+( 6%12), *5283

'LUHFWRU DQG &KDLUPDQ RI WKH %RDUG RI 'LUHRWRHQFK FRPSDQLHV

a &KDLUPDQ RI WKH 6WUDWHJ\ &RPPLWWHH &KDLUPDQ RI :HLQEHUJ &DSLWDO 3DUWQHUYV
a4 OHPEHU Rl WKH $SSRLQWPHQWYV *RYHUQDQFH ® &KD& &P B Q PRPIL WDWHIKP P D
a4 OHPEHU RI WKH 6FLHQWLILF &RPPLWWHH a4 0DQDJHU RI $OUHW

,Q IRUHLJQ FRPSDQLHV

a 1RQH

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV
5, 7+,1 7+( 6%$12), *5283 2876,'( 7+( 6$12), *5283
,Q JUHQFK FRPSDQLHV

a 1RQH

4 3HUPDQHQW UHSUHVHQWDWLYH RI :HLQEHUJ &DSLWDO
"LUHFWRUV RI $',7 HQGHG 2FWREHU

4a'LUHFWRU RI 0DGULJDOO HQGHG -XQH

4 &KDLUPDQ RI WKH 6XSHUYLVRU\ %RDUGV RI )LQDQFL"UH
2FWREHU DQG )LQDQFL"UH 7HVV 6%6 HQGHG 2FW

4 &KDLUPDQ RI )LQDQFL"UH 3LDVD DQG 3LDVD +ROGLQJ H

,Q IRUHLJQ FRPSDQLHV
4 &KDLUPDQ RI &RUXP 6ZLW]HUODQG

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH

a *UDGXDWH LQ ODZ GRYWHHVXURB MKW XGCHYV 3ROLWLTXHV

a *UDGXDWH RIFRIGH 1DWLRQDOH GZ$GPLQLVWUDWLRQ

6LQFH &KDLUPDQ RI :HLQEHUJ &DSLWDO 3DUWQHUV
9LFH &KDLUPDQ RI WKH 6XSHUYLVRU\ %RDUG Rl 6FKQHLGHU (OHFWULF
&KDLUPDQ RI WKH %RDUG RI $FFRU
9DULRXV SRVLWLRQV DW 335 JURXS LQFOXGLQJ &KDLUPDQ RI WKH ODQDJHPHQW %RDUG |
&KLHI ([HFXWLYH 2IILFHU RI 3DOODV )LQDQFH
'"HSXW\ *HQHUDO O0DQDJHU Rl )5 )J)UHQFK WHOHYLVLRQ FKDQQHO DQG WKHQ &KLHI ([HFXW
6RXV SUEQBWVKHQ &KLHI RI 6WDII RI WKH )UHQFK %XGJHW OLQLVWHU

&RPSHWHQFLHV

6HQLRU H[HFXWLYH LQ LQWHUQDWLRQDO JURXS %RDUG PHPEHUVKLS LQ LQWHUQDWLRQDO JURXS ,QWHU
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3DXO +XGVRQ

'DWH RI ELUWK 2FWREHU DJHG

IDWLRQDOLW\ %ULWLVK

JLUVW DSSRLQWHG 6HSWHPEHU

7THUP H[SLUHV

%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV )UDQFH
1XPEHU RI VKDUHV KHOG VKDUHV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV
S, 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283
&KLHI ([HFXWLYH 21ILFHU ,Q JUHQFK FRPSDQLHV

a &KDLUPDQ RI WKH ([HFXWLYH &RPPLWWHH a lRQH
a'LUHFWRU ,Q IRUHLJQ FRPSDQLHV
a OHPEHU Rl WKH 6WUDWHJ\ &RPPLWWHH 4 1RQH

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV
S 7+,1 7+( 6$12), *5283 2876, ( 7+( 6$12), *5283

a 1RQH ,Q JUHQFK FRPSDQLHV
a 1RQH
,Q IRUHLJQ FRPSDQLHV
a 1RQH

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH
4 'HJUHH LQ HFRQRPLFV IURP ODQFKHVWHU OHWURSROLWDQ 8QLYHUVLW\ 8.
4 'LSORPD LQ PDUNHWLQJ IURP WKH &KDUWHUHG ,QVWLWXWH RI ODUNHWLQJ 8.

'‘LUHFWRUV VHQLRU PDQDJHPHQW DQG HF

a +tRQRUDU\ 'RFWRUDWH LQ %XVLQHVV $GPLQLVWUDWLRQ ODQFKHVWHU OHWURSROLWDQ 8QLYHUVLW\ 8.

JURP 6HSWHPEH&KLHI ([HFXWLYH 2IILFHU RI 6DQRIL

%HIRUH

&RPSHWHQFLHV

+HDOWKFDUH SKDUPDFHXWLFDO LQGXVWU\ H[SHULHQFH 6HQLRU H[HFXWLYH UROH LQ LQWHUQDWLRQDO .
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&KULVWRSKH %DEXOH
'DWH Rl ELUWK 6HSWHPEHU DJHG
1DWLRQDOLW\ )UHQFK
JLUVW DSSRLQWHG )HEUXDU\
7HUP H[SLUHV
%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV )UDQFH
1XPEHU RI VKDUHV KHOG VKDUHV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV

S, 74,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283

"LUHFWRU ,Q JUHQFK FRPSDQLHV

4 OHPEHU RI WKH $XGLW &RPPLWWHH "LUHFWRU RI WKH U/ 2UGDO )XQG IRU :RPHQU FKDULWDEO
,Q IRUHLJQ FRPSDQLHV
a 1RQH

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV

S, 7+,1 7T+( 6$12), *5283 2876, ( 7+( 6%$12), *5283

a 1RQH ,Q JUHQFK FRPSDQLHV
a 1RQH

,Q IRUHLJQ FRPSDQLHV
/ 2UODO *URXS
4 'LUHFWRU RI / 2U©DO 86% ,QF 8QLWHG 6WDWHV

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH
a (GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH
6LQFH J)HEUXDUWKLHI )LQDQFLDO 2IILFHU DW / 2U©DO

6LQFH 9DULRXV SRVLWLRQV ZLWKLQ WKH /x2U@®DO *URXS LQFOXGLQJ DV 'LUHFWRU
,QWHUQDO $XGLW DQG $GPLQLVWUDWLRQ )LQDQFLDO 'LUHFWRU IRU WKH $V

&RPSHWHQFLHV

6HQLRU H[HFXWLYH UROH LQ LQWHUQDWLRQDO JURXS ,QWHUQDWLRQDO H[SHULHQFH OHUJHUV DFTXLV]

X
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5DFKHO 'XDQ

'DWH RI ELUWK -XO\ DJHG

IDWLRQDOLW\ &KLQHVH

JLUVW DSSRLQWHG $SULO

7THUP H[SLUHV

%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV )UDQFH
1XPEHU RI VKDUHV KHOG VKDUHV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV

D 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283

,QGHSHQGHQW GLUHFWRU ,Q JUHQFK FRPSDQLHV

a4 OHPEHU Rl WKH &RPSHQVDWLRQ &RPPLWWHH ,QGHSHQGHQW GLUHFWRU RI $;$
,Q IRUHLJQ FRPSDQLHV
,QGHSHQGHQW GLUHFWRU Rl +6%&
,QGHSHQGHQW GLUHFWRU RI $GHFFR *URXS

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV

1, 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283
a 1RQH ,Q JUHQFK FRPSDQLHV
a 1RQH
,Q IRUHLJQ FRPSDQLHV
a 1RQH

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH
24 0%$ 8QLYHUVLW\ RI :LVFRQVLQ ODGLVRQ 8QLWHG 6WDWHYV

a %DFKHORUXxV GHJUHH LQ (FRQRPLFV DQG ,QWHUQDWLRQDO 7UDGH 6KDQJKDL ,QWHUQDWLRQDO 6WXGLH
6HQLRU 9LFH BUHVLGHQW RI *HQHUDO (OHFWULF 8QLWHG 6WDWHV DQG 3UHVLGHQW  &(

9DULRXV OHDGHUVKLS SRVLWLRQV ZLWKLQ WKH *( JURXS LQFOXGLQJ B3UHVLGHQW &(2 R
3DFLILF 3UHVLGHQW &(2 RI *( +HDOWKFDUH &KLQD DQG 3UHVLGHQW &(2 RI *( &KLQD

&RPSHWHQFLHV

+HDOWKFDUH SKDUPDFHXWLFDO LQGXVWU\ H[SHULHQFH%GDQICGR B HP[EH X WKLLYSH LLOR DGIWLHU QOWH B Q D W LIRIRXS .

H[SHULHQFH

6$12), )250 )



3%57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HPSOR\HHV

/[LVH .LQJR

'DWH RI ELUWK $XJXVW DJHG
IDWLRQDOLW\ 'DQLVK

JLUVW DSSRLQWHG $SULO

7THUP H[SLUHV

%XVLQHVV DGGUHVYV 6DQRIL UXH /D %ROWLH 3DULV )UDQFH
1XPEHU RI VKDUHV KHOG VKDUHV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV

D 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283

,QGHSHQGHQW GLUHFWRU ,Q JUHQFK FRPSDQLHV

4 OHPEHU RI WKH $SSRLQWPHQWY *RYHUQDQFH a4 2RRKRPPLWWHH
,Q IRUHLJQ FRPSDQLHV
4 ,QGHSHQGHQW GLUHFWRU RI &RYHVWUR $* *HUPDQ\
4 ,QGHSHQGHQW GLUHFWRU RI $NHU +RUL]JRQV $6% 1RUZ

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV

S, 7+,1 7T+( 6$12), *5283 2876,'( 7+( 6$12), *5283
a 1RQH ,Q JUHQFK FRPSDQLHV
a 1RQH
,Q IRUHLJQ FRPSDQLHV
a 1RQH

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH

a %DFKHORUXxV GHJUHH LQ 5HOLJLRQV DQG $QFLHQW *UHHN $UW B8QLYHUVLW\ RI $DUKXV 'HQPDUN
a %DFKHORUXxV GHJUHH LQ ODUNHWLQJ DQG (FRQRPLFV &RSHQKDJHQ %XVLQHVV 6FKRRO 'HQPDUN
a ODVWHUxV GHJUHH LQ 5HVSRQVLELOLW\ %XVLQHVV 8QLYHUVLW\ RI %DWK 8QLWHG .LQJGRP
a'LUHFWRU &HUWLILFDWLRQ ,16($' )UDQFH
,QGHSHQGHQW 'LUHFWRU &RYHVWUR $* *HUPDQ\
,QGHSHQGHQW 'LUHFWRU $NHU +RUL]JRQV $6% 1RUZD\
OHPEHU RI WKH $GYLVRU\ 3DQHO IRU +XPDQLWDULDQ DQG 'HYHORSPHQW &RRUGL(
'"HQPDUN
&KDLU RI %OXHSULQW IRU '"HQPDUN ,QLWLDWLYH 'HQPDUN
'LUHFWRU RI B3ULQFLSOHV IRU 5HVSRQVLEOH ,QYHVWPHQW 81 35, 8.
&(2 ([HFXWLYH 'LUHFWRU RI 8QLWHG 1DWLRQV *OREDO &RPSDFW 86$%$
'"HSXW\ FKDLU RI WKH 'DQLVK )RXQGDWLRQ IRU 1IDWXUH 3UHVHUYDWLRQ 'HQPDUN
OHPEHU Rl WKH U6FDOH IRU *RRGU $GYLVRU\ 3DQHO 7HVFR 30F 8QLWHG .LQJGR
&KDLU RI WKH 'DQLVK &RXQFLO IRU &RUSRUDWH 6RFLDO 5HVSRQVLELOLW\ '"HQPD
,QGHSHQGHQW 'LUHFWRU RI *ULHJ 6WDU 6KLSSLQJ 1RUZD\
&KDLU 6WHQR 'LDEHWHV &HQWHU 'HQPDUN
3URIHVVRU RI 6XVWDLQDEOH '"HYHORSPHQW DQG ,QQRYDWLRQ DW 9ULMH 8QLYHU\
,QGHSHQGHQW 'LUHFWRU DQG 'HSXW\ &KDLUZRPDQ *1 6WRUH 1RUG 'HQPDUN
([HFXWLYH 9LFH 3UHVLGHQW &RUSRUDWH 5HODWLRQV &KLHI RI 6WDII DW 1RYR 1
6HQLRU 9LFH 3BUHVLGHQW 6WDNHKROGHU 5HODWLRQV DW 1RYR +ROGLQJ 'HQPDU
OHPEHU RI WKH +5+ 3ULQFH RI :DOHV &DPEULGJH 8QLYHUVLW\ )DFXOW\ IRU 6XVWL

9DULRXV SRVLWLRQV DW WKH %LRLQGXVWULDO 1RYR ,QGXVWU\ JURXS QRZ 1RYR
&RRUGLQDWRU DQG 'LUHFWRU &RUSRUDWH (QYLURQPHQWDO $IIDLUV

&RPSHWHQFLHV
+HDOWKFDUH SKDUPDFHXWLFDO LQGXVWU\ H[SHULHQFH%®&BQGRAH PIEH B X WLLSY HQUIRXWWM H @ QLIDMAKRIQIDDY H REHLQ. k

6$12), )250 )



3%$57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HF

3DWULFN .URQ

'DWH Rl ELUWK 6HSWHPEHU DJHG

1DWLRQDOLW\ )UHQFK

JLUVW DSSRLQWHG 0D\

/DVW UHDSSRLQWPHQW 0D\

7HUP H[SLUHV

%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV )UDQFH
1XPEHU RI VKDUHV KHOG VKDUHV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV

S 7+,1 7T+( 6%12),

*5283 2876,'( 7+( 6%12), *5283

,QGHSHQGHQW GLUHFWRU ,Q JUHQFK FRPSDQLHYV
4 &KDLUPDQ Rl WKH &RPSHQVDWLRQ &RPPLWWHKKDLUPDQ RI ,PHU\V

a OHPEHU RI WK
a OHPEHU RI WK

H $SSRLQWPHQWYV *RYHUQDQFH ®KIZ UBD & RPFIUXWEAH &DSLWDO 6$6

H 6WUDWHJI\ &RPPLWWHH &KDLUPDQ RI 3.& , 6$6
4 3BHUPDQHQW UHSUHVHQWDWLYH RI 3.& , RQ WKH 6XSHUY

7HFKQRORJLHV
,Q IRUHLJQ FRPSDQLHYV
‘LUHFWRU RI +ROFLP 6ZLW]HUODQG
"LUHFWRU RI 9LRKDOFR %HOJLXP

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV

L7+,1 7+(6%$12),

a 1RQH

*5283 2876,'( 7+( 6$12), *5283
,Q JUHQFK FRPSDQLHV

,QWHULP &KLHI H{HFXWLYH 2IILFHU RI ,PHU\V
'LUHFWRU RI %RX\JIJXHV

,Q IRUHLJQ FRPSDQLHV
(OYDO+DOFRU *UHHFH

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH
a '"HJUHH M4RROH 3RO\WHFKRRAKHDWLRQDOH 6XSOULHXUH GHV OLQHV GH 3DULV

6LQFH
6LQFH
6LQFH

&KDLUPDQ RI ,BRG\VQWHULP &KLHI ([HFXWLYH 2IILFHU IURP 2FWREHU WR )HEUXDU\
&KDLUPDQ RI 7UXIIOH &DSLWDO 6%$6

&KDLUPDQ RI 3.& , 6%6

&KLHI ([HFXWLYH 2I1ILFHU WKHQ &KDLUPDQ DQG &KLHI ([HFXWLYH 2IILFHU RI $OVWRP
&KDLUPDQ RI WKH 0DQDJLQJ %RDUG RI ,PHU\V

0DQDJHU RI WKH )RRG DQG +HDOWK &DUH 3DFNDJLQJ 6HFWRU DW 3HFKLQH\ DQG &KLHI 2S
&RPSDQ\ LQ &KLFDJR 8QLWHG 6WDWHV

&KDLUPDQ DQG &KLHI ([HFXWLYH 2I1ILFHU RI &DUERQH /RUUDLQH
OHPEHU RI WKH ([HFXWLYH &RPPLWWHH RI WKH 3HFKLQH\ *URXS
9DULRXV VHQLRU RSHUDWLRQDO DQG ILQDQFLDO SRVLWLRQV ZLWKLQ WKH 3HFKLQH\ *URX

2SHUDWLRQDO UHVSRQVLELOLWLHV LQ RQH RI WKH 3HFKLQH\ *URXSxV ELJJHVW IDFWRULFH
\
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SRVLWLRQ HQFK OLQLVWU\ RI | QUBHKFMWLR Q LG JR@LDDIHDE HS O 8 MHFXW W L
KH HW GH O@'EQ5¥ (L URD®HBHQKH OLQLVWU\xY JHQHUDO GLUHFWRUDWH

&RPSHWHQFLHV

6HQLRU H[HFXWLYH UROH LQ LQWHUQDWLRQDO JURXS %RDUG PHPEHUVKLS LQ LQWHUQDWLRQDO JURXS

6$12), )250 )



3%57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HPSOR\HHV

:RO1JDQJ /DX]
'DWH RI ELUWK -DQXDU\ DJHG
1DWLRQDOLW\ *HUPDQ
JLUVW DSSRLQWHG $SULO
7HUP H[SLUHYV
%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV
1XPEHU RI VKDUHV KHOG VKDUHV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV

D 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283
"LUHFWRU UHSUHVHQWLQJ WKH HPSOR\HHV ,Q JUHQFK FRPSDQLHV
a 1RQH
,Q IRUHLJQ FRPSDQLHV
a 1RQH
S, 74,1 7+( 6%312), *5283 2876,'( 7+( 6$12), *5283
a 1RQH ,Q JUHQFK FRPSDQLHV
a 1RQH
,Q IRUHLJQ FRPSDQLHV
a 1RQH

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH

4 3RVW GRFWRUDO UHVHDUFK IHOORZ DW WKH 6WDWH 8QLYHUVLW\ Rl 1HZ <RUN DW 6WRQ\ %UR
43K' LQ RUJDQLF FKHPLVWU\ I[URP WKH 8QLYHUVLW\ RI JUDQNIXUW DP 0DLQ
6LQFH ,QGXVWULDOL]DWLRQ &RRUGLQDWRU DW 6DQRIL &KLPLH KHDGTXDUWHUV &URL[ GH %HUQ
6LQFH 6WDIl UHSUHVHQWDWLYH RQ WKH &)( &*& WLFNHW
8QLRQ GHOHJIDWH
OHPEHU Rl WKH :RUNV &RXQFLO 6DQRIL &KLPLH KHDGTXDUWHUYV
OHPEHU Rl WKH &RPPLWWHH RQ KHDOWK VDIHW\ DQG ZRUNLQJ FRQGLWLRQV &+6&7
6HQLRU VFLHQWLVW LQ 3URFHVV '"HYHORSPHQW DW WKH )UDQNIXUW VLWH RI +fFKVW $*

&RPSHWHQFLHV

6FLHQWLILF WUDLQLQJ +HDOWKFDUH SKDUPDFHXWLFDO LQGXVWU\ H[SHULHQFH ,QWHUQDWLRQDO H[SHU

6$12), )250 )



3%$57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HF

%DUEDUD /I DYHUQRV
'DWH RI ELUWK $SULO DJHG
1DWLRQDOLW\ JUHQFK DQG *HUPDQ
JLUVW DSSRLQWHG $SULO
7HUP H[SLUHV

%XVLQHVV DGGUHVYV 6DQRIL UXH /D %ROWLH 3DULV
1XPEHU RI VKDUHV KHOG VKDUHV
D 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283
"LUHFWRU ,Q JUHQFK FRPSDQLHV
a 1RQH
,Q IRUHLJQ FRPSDQLHV
a 1RQH

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV
S 7+,1 7T+( 6$12), *5283 2876,'( 7+( 6$12), *5283
a 1RQH ,Q JUHQFK FRPSDQLHV
a4 'LUHFWRU RI %SLIUDQFH ,QYHVWPHQW DQG %SLIUDQFH
,Q IRUHLJQ FRPSDQLHV
a 1RQH

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH

a *UDGXDWH RI WKH +(, FKHPLFDO HQJLQHHULQJ VFKRRO DW /LOOH +(, )UDQFH

6LQFH 0D\ '"HSXW\ &(2 RI / 2U©DO LQ FKDUJH RI 5HVHDUFK ,QQRYDWLRQ DQG 7THFKQRORJ\

JHEUXDU\ 3UHVLGHQW 5HVHDUFK ,QQRYDWLRQ DQG 7HFKQRORJLHV DW /x2U©DO O OHPEHU RI WKH (|
&KLHI 7THFKQRORJ\ DQG 2SHUDWLRQV 2IILFHU DW /x2U©DO O OHPEHU RI WKH ([HFXWLYH &
([HFXWLYH 9LFH 3UHVLGHQW 2SHUDWLRQV DW /x2U©DO O OHPEHU RI WKH ([HFXWLYH &RP|
0DQDJLQJ 'LUHFWRU RI 7UDYHO 5HWDLO DW / 2U©DO
*OREDO &KLHI BURFXUHPHQW 2IILFHU DW / 2U©DO

&RPSHWHQFLHV

6HQLRU H[HFXWLYH UROH LQ LQWHUQDWLRQDO JURXS 6FLHQWLILF WUDLQLQJ

6$12), )250 )



3$57 ,

,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HPSOR\HHV

J)DELHQQH /HFRUYDLVLHU

'DWH RI ELUWK $XJXVW DJHG
1DWLRQDOLW\ )UHQFK

JLUVW DSSRLQWHG 0D\

/DVW UHDSSRLQWPHQW $SULO
7HUP H[SLUHV

%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV )UDQFH

1XPEHU RI VKDUHV KHOG VKDUHV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV
1, 7+,1 7+( 6$12), *5283
,QGHSHQGHQW GLUHFWRU

a4 &KDLU RI WKH $XGLW &RPPLWWHH

2876,'( 7+( 6%$12), *5283
,Q JUHQFK FRPSDQLHV
$LU /LTXLGH *URXS

a'LUHFWRU RI $LU /LTXLGH ,QWHUQDWLRQDO
a &KDLUZRPDQ RI $LU /LTXLGH )LQDQFH
a'LUHFWRU RI 7KH +\GURJHQ &RPSDQ\

6DIUDQ *URXS
4 ,QGHSHQGHQW 'LUHFWRU
4 OHPEHU RI WKH $XGLW DQG 5LVN &RPPLWWHH

,Q IRUHLJQ FRPSDQLHV

$LU /LTXLGH *URXS
a ([HFXWLYH 9LFH B3UHVLGHQW RI $LU /LTXLGH ,QWHUQDW
a'LUHFWRU RI $PHULFDQ $LU /LTXLGH +ROGLQJV ,QF

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV

S,7+,1 7+( 6$12), *5283

a 1RQH

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH

2876,'( 7+( 6%$12), *5283
,Q JUHQFK FRPSDQLHV

$LU /LTXLGH *URXS

a4 'LUHFWRU RI $LU /LTXLGH (DVWHUQ (XURSH $LU /LTXLG
$TXDOXQJ ,QWHUQDWLRQDO $LU /LTXLGH :HOGLQJ 6% D¢

a4 'LUHFWRU RI $16$ $VVRFLDWLRQ 1DWLRQDOH GHV BRFL

,Q IRUHLJQ FRPSDQLHV
4 &KDLUZRPDQ RI $LU /LTXLGH 86 //&

a &LYLO HQIJLQHHUWk HRDIG X DWHRQIDOH GHV 3RQWV HW &KDXVVOHV
([HEXWLYH 9LFH 3UHVLGHQW LQ FKDUJH RI 6XVWDLQDEOH 'HYHORSPHQW 3XEOLF DQG ,QW

6LQFH -XO\

-X0\ -X 0\
6LQFH

*HQHUDO 6HFUHWDULDW RI $LU /LTXLGH
([HFXWLYH 9LFH 3UHVLGHQW RI $LU /LTXLGH
([HFXWLYH &RPPLWWHH PHPEHU RI $LU /LTXLGH
&KLHI )LQDQFLDO 2IILFHU RI $LU /LTXLGH

9DULRXV SRVLWLRQV ZLWKLQ (VVLORU LQFOXGLQJ *URXS &KLHI )LQDQFLDO 2IILFHU

$VVLVWDQW *HQHUDO 0DQDJHU RI %DQTXH GX /RXYUH 7DLWWLQJHU *URXS

6HQLRU %DQNLQJ ([HFXWLYH LQ FKDUJH RI WKH /%2 '"HSDUWPHQW 3DULV &RUSRUDWH )LC
OHPEHU RI WKH &RUSRUDWH )LQDQFH '"HSDUWPHQW WKHQ OHUJHUV DQG $FTXLVLWLRQV '}

&RPSHWHQFLHV
6HQLRU H[HFXWLYH UROH LQ LQWHUQDWLRQDO JURXS %RDUG PHPEHUVKLS LQ LQWHUQDWLRQDO JURXS

6$12),

)250

)



3%$57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HF

OHODQLH /HH
'DWH RI ELUWK -XO\ DJHG
1DWLRQDOLW\ %ULWLVK
JLUVW DSSRLQWHG 0D\
/DVW UHDSSRLQWPHQW $SULO
7HUP H[SLUHV
%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV )UDQFH
1XPEHU RI VKDUHV KHOG VKDUHV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWV

S, 7+,1 7T+( 6$12), *5283 2876,'( 7+( 6$12), *5283
,QGHSHQGHQW GLUHFWRU ,Q JUHQFK FRPSDQLHV
4 OHPEHU RI WKH 6FLHQWLILF &RPPLWWHH a 1RQH

4 OHPEHU Rl WKH $SSRLQWPHQWYV *RYHUQDQFH DQG &65 &RPPLWWHH
,Q IRUHLJQ FRPSDQLHV

&(2 RI LQGHSHQGHQW OHGLFDO &KDULW\ /LIH$UF
'LUHFWRU RI 7KLQN 8QLWHG .LQJGRP

‘LUHFWRU RI /HH 6PLWK 3URSHUWLHVY /WG 8QLWHG .LQJG
3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV
S,7+,1 7+( 6$12), *5283 2876, ( 7+( 6$12), *5283
a 1RQH ,Q JUHQFK FRPSDQLHV

a 1RQH

,Q IRUHLJQ FRPSDQLHV

'LUHFWRU RI 6\QWD[LQ /WG 8QLWHG .LQJGRP
'LUHFWRU RI %7* SOF 8QLWHG .LQJGRP

1RQ H[HFXWLYH GLUHFWRU RI /IXQGEHFN $ 6 'HQPDUN
'LUHFWRU RI 1LJKWVWD5[ /WG 8QLWHG .LQJGRP
([HFXWLYH 'LUHFWRU Rl &HOOWHFK SOF

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH
a '"HJUHH LQ %LRORJ\ 8QLYHUVLW\ Rl <RUN
a3K' IURP WKH 1IDWLRQDO ,QVWLWXWH IRU OHGLFDO 5HVHDUFK /RQGRQ

4 &RPPDQGHU RI WKH 2UGHU RI WKH %ULWLVK (PSLUH DZDUG LQ IRU VHUYLFHV WR PHGLFDO VFLHQFH
6LQFH &KLHI ([HEXWLYH 2IILFHU RI /LIHSUF 8QLWHG .LQJGRP

%LR ,QGXVWU\ $VVRFLDWLRQ %,$ OLIHWLPH DFKLHYHPHQW DZDUG
6LQFH '"LUHFWRU DQG &RQVXOWDQW 7KLQN 8QLWHG .LQJGRP

&KLHI 6FLHQWLILF 2IILFHU Rl %7* SOF B8QLWHG .LQJGRP

1RQ H[HFXWLYH GLUHFWRU RI /IXQGEHFN $ 6 'HQPDUN

1DPHG DV RQH Rl WKH OOHDGLQJ SUDFWLFDO VFLHQWLVWVx LQ WKH 8. E\ WKH 6FLHQFH &
JRXQGHU RI 1LJKWVWD5[ /WG B8QLWHG .LQJGRP

&KLHI ([HFXWLYH 2I1ILFHU DQG 'LUHFWRU RI 6\QWD[LQ /WG 8QLWHG .LQJGRP

'"HSXW\ &KDLUZRPDQ RI &DQFHU 5HVHDUFK 8 . 8QLWHG .LQJGRP

([HFXWLYH "LUHFWRU Rl 5GHVHDUFK DW &HOOWHFK SOF DQG VXEVHTXHQWO\ ([HFXWLYH 9
OHGLFLQHYV DW 8&% &HOOWHFK 8QLWHG .LQJGRP

6HQLRU %LRORJLVW DQG VXEVHTXHQWO\ 56HVHDUFK 8QLW +HDG 5HFHSWRU 6\VWHPV DW *

&RPSHWHQFLHV
6FLHQWLILF WUDLQLQJ +HDOWKFDUH SKDUPDFHXWLFDO LQGXVWU\ H[SHULHQFH

6$12), )250 )



3$57 ,

,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HPSOR\HHV

&DUROH 3LZQLFD

'DWH RI ELUWK )HEUXDU\ DJHG

1DWLRQDOLW\ %HOJLDQ

JLUVW DSSRLQWHG 'HFHPEHU

/DVW UHDSSRLQWPHQW $SULO

7HUP H[SLUHV

%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV )UDQFH
1XPEHU RI VKDUHV KHOG VKDUHV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV

5, 7+,1 7+( 6%$12), *5283 2876,'( 7+( 6$12), *5283
,QGHSHQGHQW GLUHFWRU ,Q JUHQFK FRPSDQLHV
a OHPEHU Rl WKH &RPSHQVDWLRQ &RPPLWWHH 5RWKVFKLOG &R

a ,QGHSHQGHQW PHPEHU RI WKH 6XSHUYLVRU\ %RDUG DQ
1RPLQDWLRQ &RPPLWWHH

,Q IRUHLJQ FRPSDQLHV
0DQDJLQJ 3DUWQHU RI 1ID[RV 6 $ 6ZLW]HUODQG

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV

5, 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283

a 1RQH

,Q JUHQFK FRPSDQLHV

(XWHOVDW &RPPXQLFDWLRQV
a , QGHSHQGHQW GLUHFWRU

a &KDLUZRPDQ RI WKH 1RPLQDWLRQ DQG *RYHUQDQFH &R

,Q IRUHLJQ FRPSDQLHV

'LUHFWRU RI /RXLV '"HOKDL]H %HOJLXP ©5HF\&RDO /WG
%LJ 5HG 8QLWHG 6WDWHYV

'LUHFWRU RI 1D[RV 8. /WG 8QLWHG .LQJGRP

'LUHFWRU RI (OHYDQFH 8QLWHG 6WDWHV DQG L 2 8QLW|

'LUHFWRU RI $P\ULV ,QF B8QLWHG 6WDWHYV

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH

4 'HJUHH LQ ODZ 8QLYHUVLW® /LEUH GH %UX[HOOHYV
4 ODVWHU RI /DZV 1HZ <RUN 8QLYHUVLW\

4 $GPLWWHG WR WKH %DU LQ 3DULV DQG 1HZ <RUN

6LQFH

&RPSHWHQFLHV

0DQDJLQJ 3DUWQHU RI 1D[RV 6 $ 6ZLW]JHUODQG
JRXQGHU 'LUHFWRU RI 1D[RV 8. /WG 8QLWHG .LQJGRP

'"LUHFWRU &KDLUZRPDQ RI WKH &RUSRUDWH 5HVSRQVLELOLW\ &RPPLWWHH DQG PHPEHU F
8QLWHG .LQJGRP

"LUHFWRU RI 'DLU\ &UHVW 30F 8QLWHG .LQJGRP

"LUHFWRU RI 7RHSIHU *PE+ *HUPDQ\

OHPEHU RI WKH (WKLFDO &RPPLWWHH Rl ORQVDQWR 8QLWHG 6WDWHYV

&KDLUZRPDQ RI WKH ([SRUW &RPP L\$WIVRRE LD\ B Q UIHDRWLRD BO W IGHH V$,Q & XVWULHY $OLPHQW
'"LUHFWRU DQG 9LFH &KDLUZRPDQ RI 7DWH /\OH 30F IRU *RYHUQPHQWDO $IIDLUV 8QLWH
&KDLUZRPDQ Rl WKH /LDLVRQ &RPP&RWIEIE ®DQIEWE ROHPWRS GH QMKHGHY ,Q&XSWULHV $JUR
'"LUHFWRU RI 7DWH /\OH 30F 8QLWHG .LQJGRP

"LUHFWRU RI 6SDGHO %HOJLXP

&KLHI ([HFXWLYH 2IILFHU RI $P\OXP )UDQFH WKHQ &KDLUZRPDQ RI $P\OXP *URXS
*HQHUDO &RXQVHO RI *DUGLQL $VVRFLOV

$WWRUQH\ DW 3URVNDXHU 5RVH 1HZ <RUN DQG 6KHDUPDQ 6WHUOLQJ 3DULV ZLWK SU

%RDUG PHPEHUVKLS LQ LQWHUQDWLRQDO JURXS OHUJHUV DFTXLVLWLRQV )LQDQFH $FFRXQWLQJ

6$12),

Y250 )



3$57 ,

,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HF

*LOOHV 6FKQHSS
'DWH RI ELUWK 2FWREHU DJHG
1DWLRQDOLW\ )UHQFK
JLUVW DSSRLQWHG 0D\
7HUP H[SLUHV
%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV )UDQFH
1XPEHU RI VKDUHV KHOG VKDUHV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV

S, 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283

,QGHSHQGHQW GLUHFWRU ,Q JUHQFK FRPSDQLHV

4 &KDLUPDQ Rl WKH $SSRLQWPHQWYVY *RYHUQDQPBHFEHW &K85WRP PIRDWBHR| 'LUHFWRUV RI /HIJUDQG

34 OHPEHU RI WKH 6WUDWHJ\ &RPPLWWHH OHPEHU RI WKH %RDUG RI 'LUHFWRUV Rl 6DLQW *REDLQ

&KDLUPDQ RI WKH %RDUG RI 'LUHFWRUV RI 'DQRQH

,Q IRUHLJQ FRPSDQLHV
a 1RQH

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV

S, 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283

a 1RQH ,Q JUHQFK FRPSDQLHV
9LFH &KDLUPDQ RI WKH 6XSHUYLVRU\ %RDUG RI 36%
,Q IRUHLJQ FRPSDQLHV

a 1RQH
(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH
a *UDGXDWH RI +(& EXVLQHVV VFKRRO
6LQFH &KDLUPDQ RI 'DQRQH
6LQFH OHPEHU RI WKH %RDUG RI 'LUHFWRUV RI /HJUDQG
6LQFH OHPEHU RI WKH %RDUG RI 'LUHFWRUV RI 6DLQW *REDLQ

9LFH &KDLUPDQ RI WKH 6XSHUYLVRU\ %RDUG RI 36%
&KDLUPDQ &(2 RI /HJUDQG

&(2 Rl /HJUDQG

"HSXW\ &(2 Rl /HIUDQG

9DULRXV SRVLWLRQV ZLWKLQ WKH /HJUDQG JURXS
OHUULOO /\QFK

&RPSHWHQFLHV
6HQLRU H[HFXWLYH UROH LQ LQWHUQDWLRQDO JURXS %RDUG PHPEHUVKLS LQ LQWHUQDWLRQDO JURXS

6$12), )250 )



3$57 ,

,7(0

'LUHFWRUV VHQLRU PDQDJHPHQW DQG HPSOR\HHV

'LDQH 6RX]D

'DWH RI ELUWK -XO\ DJHG

IDWLRQDOLW\ $PHULFDQ

JLUVW DSSRLQWHG 0D\

/IDVW UHDSSRLQWPHQW $SULO

7THUP H[SLUHV

%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV )UDQFH

1XPEHU Rl VKDUHV BRBGLFDQ 'HSRVLWDU\ 5HFHLSWV HTXLYDOHQW WR VKDUHYV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV
S, 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283
,QGHSHQGHQW GLUHFWRU ,Q JUHQFK FRPSDQLHV

a OHPEHU Rl WKH &RPSHQVDWLRQ &RPPLWWHH a 1RQH
a OHPEHU Rl WKH $XGLW &RPPLWWHH

,Q IRUHLJQ FRPSDQLHV

$PLFD ,QVXUDQFH &RPSDQLHV 8QLWHG 6WDWHYV
a OHPEHU RI WKH %RDUG RI 'LUHFWRUYV
a OHPEHU Rl WKH &RDQG ,QYHVWPHQW &RPPLWWHHYV

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV
S, 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283

a

1RQH

,Q JUHQFK FRPSDQLHV

a 1RQH

,Q IRUHLJQ FRPSDQLHV

8QLWHG+HDOWK *URXS

4 OHPEHU RI WKH %RDUG RI 'LUHFWRUV RI 8QLPHULFD ,QV
8QLPHULFD /LIH ,QVXUDQFH &RPSDQ\ Rl 1HZ <RUN 1DWL
,QF 1HYDGD 3DFLILF '"HQWDO '%3 6HUYLFHV Rl 1HZ <RL
%HQHILWY 3URYLGHUV RI &DOLIRUQLD ,QF 'HQWDO %H
,QF 'HQWDO %HQHILW 3URYLGHUV ,QF 6SHFWHUD ,Q
<RUN ,3% ,QF 8QLWHG 6WDWHV

J)DUP &UHGLW (DVW 8QLWHG 6WDWHV
a OHPEHU Rl WKH %RDUG RI 'LUHFWRUYV

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH
"HJUHH LQ $FFRXQWLQJ IURP 8QLYHUVLW\ Rl ODVVDFKXVHWWYV

a

a
a
a

a +RQRUDU\ GRFWRUDWH LQ %XVLQHVV $GPLQLVWUDWLRQ IURP 8QLYHUVLW\ RI ODVVDFKXVHWWYVY 'DUWPR)
a &HUWLILHG 3XEOLF $FFRXQWDQW
a 'LSORPD LQ 'HQWDO +\JLHQH IURP 1RUWKHDVWHUQ 8QLYHUVLW\ )RUV\WK 6FKRRO IRU '"HQWDO +\JLHQLYV

&KLHI 2SHUDWLQJ 2IILFHU RI 2SWXP+HDOWK 6SHFLDOW\ %HQHILWYV WKHQ &KLHI ([HF
%HQHILWYV 8QLWHG 6WDWHYV

BULQFLSDO FRQVXOWDQW DW 6WUDWHILF %XVLQHVV 6ROXWLRQV //& 8QLWHG 6WDWHV
9DULRXV SRVLWLRQV DW $HWQD ,QF LQFOXGLQJ 'HSXW\ 9LFH 3UHVLGHQW )HGHUDO DQG ¢
21ILFHU /DUJH &DVH 3HQVLRQV 9LFH 3UHVLGHQW DQG +HDG RI *OREDO ,QWHUQDO $XGLW
2SHUDWLRQV DQG ILQDOO\ 9LFH 3UHVLGHQW 6WUDWHJILF 6\VWHPV 3URFHVVHV 8QLWHC

9DULRXV SRVLWLRQV DW 3ULFH :DWHUKRXVH IURP $XGLW 6WDII $FFRXQWDQW WR +HDG RI
9DULRXV SRVLWLRQV DW '"HORLWWH +DVNLQV 6HOOV IURP $XGLW 6WDII $FFRXQWDQW W/
$XGLW 6WDIlI $FFRXQWDQW DW 3ULFH :DWHUKRXVH 8QLWHG 6WDWHV

&RPSHWHQFLHV

+HDOWKFDUH SKDUPDFHXWLFDO LQGXVWU\ H[SHULHQFH ,QWHUQDWLRQDO H[SHULHQFH OHUJHUV DFTXL

6$12),
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3%$57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HF

7TKRPDV 6% GKRI

'DWH RI ELUWK 'HFHPEHU DJHG
1DWLRQDOLW\ *HUPDQ DQG $PHULFDQ
JLUVW DSSRLQWHG 0D\

/DVW UHDSSRLQWPHQW $SULO

7HUP H[SLUHV

%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV )UDQFH
1XPEHU RI VKDUHV BREBGLFDQ 'HSRVLWDU\ 5HFHLSWV HTXLYDOHQW WR VKDUHV
&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV
S, 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283
,QGHSHQGHQW GLUHFWRU ,Q JUHQFK FRPSDQLHV

4 &KDLUPDQ RI WKH 6FLHQWLILF &RPPLWWHH a 1RQH
,Q IRUHLJQ FRPSDQLHV
,QGHSHQGHQW GLUHFWRU RI & WR'HO ,QF 8QLWHG 6WDW

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV

S, 7+,1 7T+( 6$12), *5283 2876,'( 7+( 6$12), *5283
a 1RQH ,Q JUHQFK FRPSDQLHV

a 1RQH

,Q IRUHLJQ FRPSDQLHV

,QGHSHQGHQW GLUHFWRU RI $ELGH 7KHUDSHXWLFV 8QLW

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH

a 'HJUHH LQ PHGLFLQH IURP WKH )DFXOW\ RI OHGLFLQH RI WKH 8QLYHUVLW\ RI *fWWLQJHQ *HUPDQ\

a (OHFWHG PHPEHU RI WKH 1DWLRQDO $FDGHP\ RI 6FLHQFHV RI WKH 86%

a (OHFWHG PHPEHU RI WKH 1DWLRQDO $FDGHP\ RI OHGLFLQH

a %HUQDUG .DW] 3UL]JH RI WKH %LRSK\VLFDO 6RFLHW\ MRLQWO\ ZLWK 5HLQKDUG -DKQ

a (OHFWHG PHPEHU RI WKH $PHULFDQ $FDGHP\ RI $UWV DQG 6FLHQFHV

a 1REHO 3UL]JH IRU 3K\VLRORJ\ RU OHGLFLQH MRLQWO\ ZLWK -DPHV 5RWKPDQ DQG 5DQG\ 6FKHNPDQ

a $OEHUW /DVNHU 3UL]JH IRU %DVLF OHGLFDO 5HVHDUFK MRLQWO\ ZLWK 5LFKDUG 6FKHOOHU

a (OHFWHG IRUHLJQ PHPEHU RI WKH *HUPDQ $FDGHP\ /HRSROGLQD

a (OHFWHG IRUHLJQ PHPEHU RI WKH 5R\DO 6RFLHW\ RI /RQGRQ IRU ,PSURYLQJ 1DWXUDO .QRZOHGJH

a (OHFWHG PHPEHU RI WKH 1RUZHJLDQ 6RFLHW\ RI 6FLHQFHYV

6LQFH $YUDP *ROGVWHLQ 3URIHVVRU LQ WKH OROHFXODU &HOOXODU 3K\VLRORJ\ 1HXURVXUJH!
LQ WKH 6FKRRO RI OHGLFLQH DW 6WDQIRUG 8QLYHUVLW\ 8QLWHG 6WDWHYV

6LQFH OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG Rl 'DQDKHU &RUSRUDWLRQ 8QLWHG 6WDWH

6LQFH &R IRXQGHU DQG PHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG RI %RRVW ,QF DQG 5HFR

6LQFH OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG Rl 1IHXUR&XUH &KDULWH %HUOLQ *HUPDQ'

6LQFH OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG RI WKH 1HXURVFLHQFH '"HSDUWPHQW DW WK

6LQFH OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG Rl WKH &KLQHVH ,QVWLWXWH IRU %UDLQ 5H

6LQFH $GYLVRU WR &DPGHQ 9HQWXUH 3DUWQHUV 8QLWHG 6WDWHYV

6LQFH OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG RI -XSLWHU ,QF B8QLWHG 6WDWHV

6LQFH &KDLUPDQ RI WKH 6FLHQWLILF $GYLVRU\ %RDUG Rl &DSLWDO OHGLFDO 8QLYHUVLW\ %HLM

6LQFH OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG Rl $OHFWRU ,QF 8QLWHG 6WDWHYV

6LQFH OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG Rl &\WRGHO ,QF B8QLWHG 6WDWHYV

6LQFH OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG Rl WKH &KLQHVH $FDGHP\ RI 6FLHQFHV ,QV\

6LQFH OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG RI WKH 3LFRZHU ,QVWLWXWH 0,7 %RVWRQ

6LQFH OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG RI 6LPFHUH ,QF &KLQD

6LQFH OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG RI (O\WLXP ,QF 8QLWHG 6WDWHYV

6LQFH OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG RI WKH 6KHP\DNLQ 2YFKLQQLNRY ,QVWLWXW

6LQFH &R IRXQGHU DQG PHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG RI 5($7%$ BKDUPDFHXWLFDC

6LQFH ,QYHVWLIJDWRU DW WKH +RZDUG +XJKHV OHGLFDO ,QVWLWXWH 8QLWHG 6WDWHV

OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG RI & %YULGJH (YHUHVW OHGLFDO &KLQD
OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG RI $ELGH 8QLWHG 6WDWHYV

OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ &RPPLWWHH RI WKH ,QVWLWXWH RI &HOOXODU DQG
OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG Rl WKH &KLQHVH $FDGHP\ ,QVWLWXWH RI %]

6$12), )250 )



3$57 ,

,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HPSOR\HHV

OHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG Rl WKH 6LQJDSRUH 1DWLRQDO 5HVHDUFK )R
&R IRXQGHU DQG PHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG RI %OXHQREHO ,QF &KL
OHPEHU RI WKH 5HYLHZ %YRDUG RI *HQHQWHFK 1HXURVFLHQFH 8QLWHG 6WDWHV

&R IRXQGHU DQG PHPEHU RI WKH 6FLHQWLILF $GYLVRU\ %RDUG RI &LUFXLW 7KHUDSHXWLF

BURIHVVRU DQG VXEVHTXHQWO\ &KDLU RI WKH 1HXURVFLHQFH 'HSDUWPHQW DW WKH 8QLY
8QLWHG 6WDWHYV

3RVWGRFWRUDO )HOORZ 'HSW RI OROHFXODU *HQHWLFV 87 6RXWKZHVWHUQ OHGLFDO 6F
,QWHUQ DW WKH 8QLYHUVLW\ +RVSLWDO RI *fWWLQJHQ *HUPDQ\

6WXGHQW RQ H[FKDQJH FOHUNVKLS SURJUDP DW +DUYDUG OHGLFDO 6FKRRO 8QLWHG 6WI
5HVHDUFK DVVLVWDQW DW WKH 0D[ 30DQFN ,QVWLWXWH IRU %LRSK\VLFDO &KHPLVWU\ *H

&RPSHWHQFLHV

6FLHQWLILF WUDLQLQJ

6$12),

Y250 )



3%$57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HF

'DWH RI ELUWK 'HFHPEHU DJHG
1DWLRQDOLW\ )UHQFK

JLUVW DSSRLQWHG 0D\

7HUP H[SLUHV

%XVLQHVV DGGUHVV 6DQRIL UXH /D %ROWLH 3DULV
1XPEHU RI VKDUHV KHOG VKDUHV

&XUUHQW GLUHFWRUVKLSY DQG DSSRLQWPHQWYV

D 7+,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283
"LUHFWRU UHSUHVHQWLQJ WKH HPSOR\HHV ,Q JUHQFK FRPSDQLHV
a 1RQH
,Q IRUHLJQ FRPSDQLHV
a 1RQH

3DVW GLUHFWRUVKLSV H[SLULQJ ZLWKLQ WKH ODVW ILYH \HDUV
S 74,1 7+( 6$12), *5283 2876,'( 7+( 6$12), *5283
4 &RRUGLQDWRU IRU ,QGXVWULS$// (XURSH RQ WKE FIDI®RRK PFRIFRSTHILGI VR UNV

a OHPEHU Rl WKH J)UHQFK 6WUDWHJ\ &RPPLWWHH IRU WKH
DQG 7THFKQRORJLHV 6HFWRU

,Q IRUHLJQ FRPSDQLHV
a 1RQH

(GXFDWLRQ DQG SURIHVVLRQDO H[SHULHQFH

a'($LQ WLRFKHPLVWU\ ,QWHJUDWLYH B3URWHLQ %LRORJ\ IURP WKH 8QLYHUVLW\ RI 3DULV 9,, )UDQFH
a ODVWHU V GHJUHH LQ %LRFKHPLFDO DQG %LRORJLFDO (QJLQHHULQJ 6FLHQFHY DQG 7HFKQLTXHV IURP W
6LQFH +HDG RI /DERU 5HODWLRQV )UDQFH DW 6DQRIL

&RRUGLQDWRU IRU ,QGXVWULS$// (XURSH RQ WKH 6DQRI (XURSHDQ :RUNV &RXQFLO

JHGHUDWLRQ GHOHJDWH IRU WKH 3KDUPDFHXWLFDOV LQGXVWU\ LQ FKDUJH RI QHJRWLDW
FROOHFWLYH DJUHHPHQWYV

)&( &)'7 IHGHUDWLRQ GHOHJDWH IRU VRFLDO ZHOIDUH

7UDGH XQLRQ OHDGHU LQ ODERU UHODWLRQV LQ WKH 6DQRIL JURXS

OHPEHU RI WKH 6XSHUYLVRU\ %RDUG RI 6DQRIL HPSOR\HH VDYLQJV SODQV 3(* DQG 3(5&2
&RPPLWWHH

%LRLQIRUPDWLFYVY UHVHDUFKHU DW 6DQRIL 5 '
5HVHDUFKHU LQ PROHFXODU ELRORJ\ DW 6DQRIL DQG $YHQWLYV

&RPSHWHQFLHV

6FLHQWLILF WUDLQLQJ +HDOWKFDUH SKDUPDFHXWLFDO LQGXVWU\ H[SHULHQFH

6$12), )250 )



3%$57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HPSOR\HHV

&KDQJIJHV LQ WKH FRPSRVLWLRQ RI WKH %RDUG RI 'LUHFWRUYV

7KH WDEOH EHORZ VKRZV FKDQJHV LQ WKH FRPSRVLWLRQ RI WKH %RDUG RI 'LUHFWRUV GXUI
IRU DSSURYDO E\ RXU VKDUHKROGHUV DW WKH $QQXDO *HQHUDO OHHWLQJ RI 0D\

$QQXDO *HQHUDO OHHWLBRQXDO *HQHUDO OHHWL@RQXDO *HQHUDO OHHWLQJ
RI $SULO RI $SULO RI 0D\
(QG RI WHUP RI RIILEBDXGLH +BDLIQHU® ODULRQ FDOPH OHODQLH /HH
6XHW )HUQ /HH &KULVWLDQ SHQHFWDLUH&DUROH 3LZQLFD
/IDXUHQW $WwDO
%HUQDUG &KDUO"V
5HQHZDO RI WHUP RADKIUHRHN $WWDO JDELHQQH /HFRUYDLVLHU3DXO +XGVRQ
&DUROH 3LZQLFD OHODQLH /HH &KULVWRSKH %DEXOH
"LDQH 6RX]D 3DWULFN .URQ
7KRPDV 6%GKRI *LOOHV 6FKQHSS
3URSRVHG QHZ DSSEDEWIRE QXWD/Q LQGHSHQG H@W EDLWMH FIWRHU QRV &DUROH )HUUDQG
/LVH .LQJR LQGHSHQGHQW GLUHFWRU (PLOH 9RHVW
$QWRLQH <YHU
&R RSWHG 3DX0 +XGVRQ *LOOHV 6FKQHSS 1RQH
2WKHU 1RQH :ROIJD%J DX 1RQH
<DQQ 7UDQ

D &ODXGLH +DLJQOU©®@ZV WHUP RI RIILFH H[SLUHG DW WKH HQG Rl WKH $QQXDO *HQHUDO OHHWLQJ RI $
VKH KDG DOUHDG\ VHUYHG DV D GLUHFWRU RI 6DQRIL IRU \HDUV
E 6XHW )HUQ /HH UHVLJQHG DV D GLUHFWRU HIIHFWLYH DV RI WKH *HQHUDO OHHWLQJ RI $SULO

F 3DXO +XGVRQ ZDV FR RSWHG E\ WKH %RDUG RI 'LUHFWRUV RQ 2FWREHU IROORZLQJ WKH UHVLJQ
G 7KH WHUPV Rl RIILFH Rl ODULRQ 3DOPH DQG &KULVWLDQ 6HQHFWDLUH GLUHFWRUV UHSUHVHQWLQJ
RlI $SULO ,Q DFFRUGDQFH ZLWK $UWLFOH Rl RXU $UWLFOHV RI $VVRFLDWLRQ WKH WUDGH XQL

WKH DSSOLFDEOH OHJLVODWLRQ ZLWKLQ WKH &RPSDQ\ DQG WKRVH RI LWV GLUHFW RU LQGLUHFW V
DSSRLQWHG <DQQ 7UDQ DV GLUHFWRU UHSUHVHQWLQJ HPSOR\HHV DQG WKH (XURSHDQ :RUNV &RXQ
UHSUHVHQWLQJ HPSOR\HHV 7KH WHUPV RI RIILFH RI <DQQ 7UDQ DQG :ROIJDQJ /DX[ ZLOO H[SLUH DW W
ILQDQFLDO VWDWHPHQWYV IRU WKH \HDU HQGLQJ '"HFHPEHU

H /DXUHQW $WWDO UHVLJQHG DV D GLUHFWRU HIIHFWLYH DV RI WKH $QQXDO *HQHUDO OHHWLQJ RI $SUL

I %HUQDUG &KDUO"V ZKRVH WHUP RI RIILFH H[SLUHG DW WKH HQG RI WKH $QQXDO *HQHUDO OHHWLQJ
UHQHZHG 7KH %RDUG RI 'LUHFWRUV PHHWLQJ RI $SULO SURSRVHG WKH DSSRLQWPHQW RI &KULVYV
&DQFHU &HQWHU )UDQNIXUW KDG LQLWLDOO\ FRQVHQWHG WR WKH DSSRLQWPHQW RI &KULVWLDQ %UD(
ZD\ RI D SUHVV UHOHDVH 6DQRIL ZDV VXEVHTXHQWO\ QRWLILHG WKDW VXFK FRQVHQW KDG EHHQ ZLWK

J OHODQLH /HH DQG &BUBROHOBDZGILWKH %RDUG Rl 'LUHFWRUV DKHDG Rl WKH *HQHUDO OHHWLQJ RI 0D\

2Q 'HFHPEHU WKH %RDUG RI 'LUHFWRUV DSSRLQWHG *LOOHV 6FKQHSS DQ LQGHSHQ
*RYHUQDQFH DQG &65 &RPPLWWHH $V Rl WKH VDPH GDWH *LOOHV 6FKQHSS UHVLJQHG DV [
IROORZV 6HUJH :HLQEHUJ V GHFLVLRQ WR VWHS GRZQ DV &KDLUPDQ Rl WKH $SSRLQWPHQW\
WZHOYH \HDUV Rl VHUYLFH RQ WKH %RDUG RI 'LUHFWRUV Rl 6DQRIL LQ '"HFHPEHU KH LV
WHUPV RI WKH $)(3 0('() &RGH DV DSSOLHG E\ 6DQRIL

, I WKH WHUPVI BDRO LHFHGRRQ &KULVWRSKH %DEXOH 3DWULFN .URQ DQG *LOOHV 6FKQHSS Z
&DUROH )HUUDQG (PLOH 9RHI/\SDRYG QXPEHU RI %RDUG PHPEHUV ZRXOG LQFUHDVH WR VL[W
RI LQGHSHQGH Q@R X3XL® HEHWRIRAU WRG WKH SURSRUWLRQ RI IHPDOH GLUHFWRUV BRXOG EH L
WKH SURSRUWLRQ RI QRQ )UHQFK GLUHFWRUYV ZRXOG EH UHGXFHG IURP WR

$V Rl '"HFHPEHU WKH PHPEHUV RI RXU %RDUG RI 'LUHFWRUV FROOHFWLYHO\ KHOG G
DVVRFLDWHG ZLWK WKH *URXS VDYLQJV VFKHPH RR 1 RROUUWKKDDUHH VD §IEMDEVHQWLQJ
$V Rl 'HFHPEHU QR FRUSRUDWH RIILFHU KDV EHHQ WKH VXEMHFW RI DQ\ FRQYLFW

EDQNUXSWF\ RU ZLQGLQJ XS RUGHU $V RI WKLV GD\ WKHUH LV QR SRWHQWLDO FRQIOLFW R

8QGHU FXUUHQW J)UHQFK OHJLVODWLRQ DQG JLYHQ WKDW HPSOR\HHV RZQ OHVV WKDQ R
UHSUHVHQWLQJ HPSOR\HH VKDUHKROGHUV

([HFEXWLYH &RPPLWWHH

7KH ([HFXWLYH &RPPLWWHH LV FKDLUHG E\ WKH &KLHI ([HFXWLYH 2IILFHU 7KH &RPPLWWHH F

7KHUH ZHUH FKDQJHV LQ WKH FRPSRVLWLRQ RI WKH ([HFXWLYH &RPPLWWHH GXULQJ ZLV
OHDYLQJ DQG RQH QHZ PHPEHU %UHQGDQ 2 &DOODJKDQ MRLQLQJ 5R\ 3DSDWKHRGRURX MR

$V RI )HEUXDU\ ([HFXWLYH &RPPLWWHH KDG PHPEHUV WZR RI ZKRP DUH ZRPHQ ,Q DFFF
DPHQGHG RQ -XO\ WKH %RDUG RI 'LUHFWRUV O LQ OLDLVRQ ZLWK WKH &RPSHQVDWLTF
&65 &RPPLWWHH DQG RQ D SURSRVDO IURP WKH &KLHI ([HFXWLYH 2IILFHU O KDV HVWDEC(
H[HFXWLYH ERGLHV

6$12), )250 )



3%$57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HF

3DX0O +XGVRQ

&KLHI ([HFXWLYH 2IILFHU

'DWH RI ELUWK 2FWREHU
3DXO +XGVRQ MRLQHG 6DQRIL DV &KLHI ([HFXWLYH 2IILFHU RQ 6HSWHPEHU

BUHYLRXVO\ &(2 RI 1RYDUWLV 3KDUPDFHXWLFDOV ZKHUH KH ZDV D PHPEHU RI W
H[WHQVLYH LQWHUQDWLRQDO FDUHHU LQ KHDOWKFDUH WKDW VSDQV WKH 86 -DSDQ DQG (XL

3ULRU WR 1RYDUWLYV KH ZRUNHG IRU $VWUD=HQHFD ZKHUH KH KHOG VHYHUDO LQFUHDVLQJ
B3UHVLGHQW $VWUD=HQHFD 8QLWHG 6WDWHV DQG ([HFXWLYH 9LFH 3UHVLGHQW 1RUWK $PHU

+H EHJDQ KLV FDUHHU LQ VDOHVY DQG PDUNHWLQJ UROHV DW *OD[R6PLWK.OLQH 8. DQG 6DQR

3DXO KROGYV D GHJUHH LQ HFRQRPLFV IURP ODQFKHVWHU OHWURSROLWDQ 8QLYHUVLW\ LQ
KRQRUDU\ 'RFWRU RI %XVLQHVV $GPLQLVWUDWLRQ IRU KLV DFKLHYHPHQWY LQ LQGXVWU\
,QVWLWXWH RI ODUNHWLQJ DOVR LQ WKH 8.

3DXO +XGVRQ LV D FLWL]HQ RI WKH 8QLWHG .LQJGRP
IDWDOLH %LFNIRUG

([HEXWLYH 9LFH B3UHVLGHQW &KLHI 3HRSOH 2IILFHU

'DWH RI ELUWK -XO\
1IDWDOLH %LFNIRUG MRLQHG 6DQRIL RQ $XJIXVW
6KH KROGYV D GHJUHH LQ J)UHQFK DQG ,QWHUQDWLRQDO 3ROLWLFV IURP WKH 8QLYHUVLW\ RI

6KH KDV ZRUNHG LQ +5 DQG +5 OHDGHUVKLS IRU PRUH WKDQ \HDUV DQG EULQJV D ZHDO
6DQRIL

3ULRU WR MRLQLQJ 6DQRIL 1DWDOLH ZDV *URXS +5 'LUHFWRU DW OHUOLQ (QWHUWDLQPHQV
EXVLQHVY ZKHUH VKH ZDV UHVSRQVLEOH IRU HPSOR\HHV DFURVV (XURSH 1RUWK $F
+5 SRVLWLRQV DW 6RGH[R $VWUD=HQHFD DQG .LQJILVKHU 30F

1DWDOLH KDV D VROLG WUDFN UHFRUG RI WUDQVIRUPLQJ RUJDQL]DWLRQV ZLWK D VWU
U+5 'LYHUVLW\ &KDPSLRQ RI WKH <HDUU DW WKH (XURSHDQ 'LYHUVLW\ $ZDUGV LQ 1RYHPEH
‘RUNIRUFH ,QVWLWXWH D UHIOHFWLRQ RI KHU GHHS LQWHUHVW LQ XQGHUVWDQGLQJ DQG VI

1DWDOLH %LFNIRUG LV D FLWL]HQ Rl WKH 8QLWHG .LQJGRP
20LYLHU &KDUPHLO

([HFXWLYH 9LFH B3UHVLGHQW *HQHUDO OHGLFLQHYV

'DWH RI ELUWK )HEUXDU\

20LYLHU &KDUPHLO LV DFRUDHSBBWH RAWHY (W X G HVQ &SRR OWKMHALVDOW \G @ (W X @ H\D 8 RD L WILRTRX H V

WR KH ZRUNHG LQ WKH OHUJHUV $FTXLVLWLRQV GHSDUWPHQW RI %DQTXH GH Ox8QLR
KHDG Rl %XVLQHVY '"HYHORSPHQW 6XEVHTXHQWO\ KH KHOG YDULRXV SRVLWLRQV ZLWKLQ |
6\QWKOODER LQ DQG $WWDFK® WR WKH &KDLUPDQ -HDQ JUDQSRLV 'HKHFT LQ EHIRU
ZLWKLQ WKH 6DQRIL 6\QWKOODER ,QWHUQDWLRQDO 2SHUDWLRQV 'LUHFWRUDWH ZKHUH KH
20LYLHU &KDUPHLO ZDV DSSRLQWHG &KDLUPDQ DQG &KLHI ([HFXWLYH 2IILFHU RI 6DQRIL
6HQLRU 9LFH 3UHVLGHQW %XVLQHVV ODQDJHPHQW DQG 6XSSRUW ZLWKLQ WKH 3KDUPDFHX\
RSHUDWLRQDO LQWHJUDWLRQ RI 6DQRIL 6\QWKOODER DQG $YHQWLV +H ZDV DSSRLQWHG 6H

LQ )HEUXDU\ 2SHUDWLRQV -DSDQ UHSRUWHG WR KLP IURP -DQXDU\ DV GLG $VLD
2Q -DQXDU\ 20LYLHU &KDUPHLO ZDV DSSRLQWHG ([HFXWLYH 9LFH B3UHVLGHQW 9DFFLQF
,Q 0D\ 20LYLHU &KDUPHLO DQG $QGU® 6\URWD ZHUH DSSRLQWHG DV &R /HDGHUV RI UOH

JUHQFK OLQLVWHU IRU (FRQRP\ ,QGXVWU\ DQG 'LJLWDO $IIDLUV WKH )UHQFK OLQLVWHU I
JUHQFK OLQLVWHU IRU 1DWLRQDO DQG +LJKHU (GXFDWLRQ DQG 5HVHDUFK 7KH\ KDYH EHHQ
DFDGHPLFV ZLWK WKH REMHFWLYH RI LPDJLQLQJ KRZ JUHQFK LQGXVWU\ FDQ DFFHOHUDWH \
DQ HPSKDVLV RQ QHZ ELRWHFKQRORJLHV

JURP -XQH WR '"HFHPEHU 20LYLHU &KDUPHLO VHUYHG DV ([HFXWLYH 9LFH 3UHVLGHQW
*OREDO %XVLQHVV 8QLW

+H WRRN XS WKH SRVLWLRQ RI ([HFXWLYH 9LFH 3UHVLGHQW &KLQD (PHUJLQJ ODUNHWV LQ
OHDG WKH *HQHUDO OHGLFLQHV *%8 FUHDWHG RXW RI WKH IRUPHU 3ULPDU\ &DUH DQG &k
VSRQVRU IRU &KLQD $OVR LQ 20LYLHU EHFDPH D %RDUG OHPEHU RI WKH (XURSHDQ
$VVRFLDWLRQV ()3,$

20LYLHU &KDUPHLO LV D FLWL]HQ RI )UDQFH
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-HDQ %DSWLVWH &KDVVHORXS GH &KDWLOORQ

([HFXWLYH 9LFH 3UHVLGHQW &KLHI )LQDQFLDO 2IILFHU
'DWH RI ELUWK ODUFK
-HDQ %DSWLVWH &KDVV MRLQHG 6BR\RRER® RQ

-HDQ %DSWLVWH &KDVVHORXS GH &KDWLOORQ KROGV D ODVWHUV IURP 3DULV 'DXSKLQH 8Q
/I DQFDVWHU 8QLYHUVLW\

8QWLO -XO\ KH VHUYHG DV &KLHI )LQDQFLDO 2IILFHU DQG ([HFXWLYH 9LFH 3UHVLGHQW
PHPEHU RI WKH O0DQDJLQJ %RDUG DQG ([HFXWLYH &PHQW SRVLWLRQV ZLWKLQ WKHPBESD3IH
7UHDVXUHU LQ 6SDLQ &KLHI )LQDQFLDO 2IILFHU LQ WKH 8QLWHG .LQJGRP DQG LQ VDOHV
SDUWV 8VHG YHKLFOHV 3URSULHWDU\ GHDOHUVKLS QHWZRUN

+H ZDV DOVR &KDLUPDQ Rl WKH %RDUG Rl %DQTXH 36%$ )GDRRHQMHG)WIKIRBH X JHRRV-&GH 0D QD
LQ

+H ZDV DSSRLQWHG DV 'LUHFWRU DQG PHPEHU RI WKH $XGLW &RPPLWWHH RI 6RGH[R D JUHQ
-HDQ %DSWLVWH &KDVVHORXS GH &KDWLOORQ LV D FLWL]HQ RI JUDQFH

%UHQGDQ 2 &DOODJKDQ

([HFXWLYH 9LFH 3UHVLGHQW *OREDO ,QGXVWULDO $IIDLUV
‘DWH RI -XO\
%UHQGDQ 2 &DOODJKDQ MRLQHG 6DQRIL RQ -DQXDU\ +H MRLQHG WKH ([HFXWLYH &RPP

%UHQGDQ JUDGXDWHG LQ FKHPLFDO HQJLQHHULQJ IURP WKH 8QLYHUVLW\ &ROOHJH RI 'XE
B3URIHVVRU RI &KHPLFDO DQG %LRFKHPLFDO (QJLQHHULQJ

%UHQGDQ MRLQHG 6DQRIL LQ DQG ZDV SUHYLRXVO\ *OREDO +HDG RI %LRORJLFV DQG ,QC
KDV SOD\HG D NH\ UROH LQ VXSSRUWLQJ RXU WUDQVIRUPDWLRQ WR D IXOO\ LQWHJUDWHG %
RXU PDQXIDFWXULQJ QHWZRUN

3ULRU WR 6DQRIL %UHQGDQ ZRUNHG DW 6FKHULQJ 30RXJK EHIRUH PRYLQJ WR OHUFN 06" L
(XURSH OLGGOH (DVW DQG $IULFD 2SHUDWLRQV

%UHQGDQ 2 &DOODJKDQ LV D FLWL]HQ RI ,UHODQG
-XOLH 9DQ 2QJHYDOOH

([HFXWLYH 9LFH BSUHVLGHQW &RQVXPHU +HDOWKFDUH
‘DWH RI ELUWK 1RYHPEHU
-XOLH 9DQ 2QJHYDOOH MRLQHG 6DQRIL RQ 6HSWHPEHU

6KH JUDGXDWHGQMMRPWWWHEDWKROLTXH GHV +D X WHINO Y WK G BEVW&R B PHDMWUBOHRI 6FLHQFH LQ
JLQDQFLDO 6FLHQFHV

'LWK RYHU \HDUV RI LQWHUQDWLRQDO H[SHULHQFH -XOLH KDV D GHHS NQRZOHGJH RI FR
EUDQG EXLOGLQJ IURP LGHQWLI\LQJ JURZWK RSSRUWXQLWLHY WR EXLOGLQJ DQG LPSOHPHC

B3ULRU WR MRLQLQJ 6DQRIL -XOLH ZRUNHG DW WKH (VWOH /IDXGHU &RPSDQLHV ZKHUH VKH K
VWDUWLQJ LQ $V *OREDO %UDQG 3UHVLGHQW RI WKH 2ULJLQV EUDQG IURP VKH OH
FRPSDQ\xV PDUNHW VKDUH DFURVV JHRJUDSKLHV 3ULRU WR 2ULJLQV VKH VSHQW HLJKW \
ODQDJIJHU %HQHOX[ WKHQ RI WKH (0($ 5HIJLRQ DQG ILQDOO\ 1RUWK $PHULFD

-XOLH VWDUWHG KHU FDUHHU DV D PDUNHWLQJ PDQDJHU DW *6. &RQVXPHU +HDOWKFDUH DQ!
-XOLH 9DQ 2QJHYDOOH LV D FLWL]HQ RI %HOJLXP

5R\ 3DSDWKHRGRURX

([HFXWLYH 9LFH 3UHVLGHQW *HQHUDO &RXQVHO +HDG RI /HIJDO (WKLFV
'DWH RI ELUWK 0D\
5R\ 3DSDWKHRGRURX MRLQHG 6DQRIL RQ JHEUXDU\

B3ULRUL WR MRLQLQJ 6DQRIL 5R\ ZDV *HQHUDO &RXQVHO RI 1RYDUWLYV 3KDUPDFHXWLFDOYV
GLYHUVH WHDPV KDYLQJ DOVR KHDGHG WKH /HJDO 7UDQVDFWLRQV WHDP DW 1RYDUWLV D
$FWDYLV *URXS RQH RI WKH ODUJHVW JHQHULFV FRPSDQLHV DW WKH WLPH

+H VWDUWHG KLV FDUHHU DW LQWHUQDWLRQDO ODZ ILUP /LQNODWHUV ZKHUH KH VSHFLDOI
/IRQGRQ ZLWK WLPH DOVR VSHQW LQ 5XVVLD DQG %UD]LO

5R\ 3DSDWKHRGRURX LV D FLWL]HQ RI &\SUXV DQG ,WDO\
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-RKQ 5HHG

([HFXWLYH 9LFH B3UHVLGHQW *OREDO +HDG RI 5HVHDUFK DQG '"HYHORSPHC

'DWH RI ELUWK 2FWREHU

-RKQ 5HHG KROGV D % $ LQ FKHPLVWU\ IURP WKH 8QLYHUVLW\ RI 9LUJLQLD &KDUORWWH
8QLYHUVLW\ RI 3BHQQV\OYDQLD 6FKRRO RI OHGLFLQH

+H EHJDQ KLV DFDGHPLF FDUHHU DV D PHPEHU RI WKH IDFXOW\ DW WKH 8QLYHUVLW\ RI 3HQ¢
OROHFXODU %LRORJ\ DW WKH :LVWDU ,QVWLWXWH DQG D UHVLGHQF\ LQ 3DWKRORJ\ /DE
3HQQV\OYDQLD -RKQ 5HHG VXEVHTXHQWO\ KHOG IDFXOW\ DSSRLQWPHQWY DW VHYHUDO
8QLYHUVLW\ Rl JORULGD DQG (7+ =XULFK

,Q KH MRLQHG WKH 6DQIRUG %XUQKDP OHGLFDO 5HVHDUFK ,QVWLWXWH LQ /D -ROOD

ELRPHGLFDO UHVHDUFK LQVWLWXWHY LQ WKH 8QLWHG 6WDWHV )URP WR KH VHUYH(
UDQ D KLJKO\ SURGXFWLYH ODERUDWRU\ WKDW JHQHUDWHG PRUH WKDQ UHVHDUFK S)
WKDQ UHVHDUFK JUDQWY DQG WUDLQHG RYHU SRVW GRFWRUDO IHOORZV +H LV D )H(
6FLHQFH $$$6 DQG WKH UHFLSLHQW RI QXPHURXV KRQRUV DQG DZDUGV IRU KLV DFFRPSOL\

-RKQ 5HHG KDV VHUYHG RQ PXOWLSOH HGLWRULDO ERDUGV RI UHVHDUFK MRXUQDOV DQG
FRPSDQLHV +H KDV VHUYHG RQ WKH %RDUG RI 'LUHFWRUV IRU ILYH SXEOLFO\ WUDGHG ELR
JRYHUQLQJ ERDUGV IRU YDULRXV QRQ SURILW ELRPHGLFDO UHVHDUFK RUJDQL]DWLRQV

JURP WR -RKQ 5HHG ZDV *OREDO +HDG RI 5RFKH 3KDUPDFHXWLFDO 5HVHDUFK 1
KHDGTXDUWHUV LQ %DVHO 6ZLW]J]HUODQG +H ZDV UHVSRQVLEOH IRU UHVHDUFK WKURXJK 31
5" DFWLYLWLHY DFURVYVY VHYHQ JOREDO VLWHYV

+H DVVXPHG KLV FXUUHQW SRVLWLRQ DV ([HFXWLYH 9LFH B3UHVLGHQW *OREDO +HDG RI 5HVI
-RKQ 5HHG LV D FLWL]HQ RI WKH 8QLWHG 6WDWHV RI $PHULFD

$UQDXG 5REHUW

([HFXWLYH 9LFH BUHVLGHQW &KLHI 'LJLWDO 2IILFHU
'‘DWH RI ELUWK 0D\

$UQDXG KROGYV DQ HQJLQHH WhOROGIHI R 8 HW HFKRQ MWTKEHQ G HD ORIMMUHDO LQ (QJLQHHULQJ DQG 3
6FLHQFH IURP WKH 6ZLVV ,QVWLWXWH RI THFKQRORJ\ /DXVDQQH

$ OHZFRPHU WR WKH SKDUPDFHXWLFDO VHFWRU $UQDXG KDV OHG GLJLWDO WUDQVIRUPDYV
IQ HFRP P HIFH FXWRP HUH SHIHQFH GDWB DQG WRKQRBJ\  IRUH DP SBI KH ®BIG \WH OXQFK R WH $SSB! : DRK 1 INH XQQQJ DSS +H
SUHYLRXVO\ ZRUNHG DW 7KH :DOW 'LVQH\ &RPSDQ\ 1LNH 6KDZ &RPPXQLFDWLRQV DQG PRVW

+H ZDV DSSRLQWHG DV &KLHI "LJLWDO 2IILFHU OHDGLQJ RXU GLJLWDO GDWD DQG WHFKQRO
$UQDXG 5REHUW LV D FLWL]HQ RI &DQDGD

%LOO 6LEROG

([HFXWLYH 9LFH 3UHVLGHQW 6DQRIL *HQ]J\PH
‘DWH RI ELUWK 2FWREHU

%LOO 6LEROG KROGYV DQ 0%$ IURP +DUYDUG %XVLQHVY 6FKRRO DQG D % $ LQ OROHFXODU %
KDV PRUH WKDQ WKLUW\ \HDUV RI H[SHULHQFH LQ WKH ELRSKDUPDFHXWLFDO LQGXVWU\ %
QXPEHU RI OHDGHUVKLS SRVLWLRQV ZLWKLQ %LRJHQ LQFOXGLQJ GULYLQJ WKHLU 86 FRPPF
+H DOVR ZRUNHG IRU %LRJHQ LQ $XVWUDOLD DQG WKH $VLD 3DFLILF UHJLRQ DQG VHUYHG
%LOO 6LEROG MRLQHG 6DQRIL LQ ODWH DV KHDG RI WKH 06 1UDQFKLVHDRIGHHP W IRZ/YDH U V
JURP -DQXDU\ WR -XQH KH VHUYHG DV KHDG Rl 6DQRIL *HQ]J\PHxV *OREDO OXOWL:
RUJDQL]DWLRQ ZKHUH KH OHG SUHSDUDWLRQ IRU WKH JOREDO ODXQFKHV RI GXSLOXPDE DQ

%LOO 6LEROG KDV KHDGHG XS 6DQRIL *HQ]J\PH RXU VSHFLDOW\ FDUH JOREDO EXVLQHVV XQ
IRU IRUWK $PHULFD VLQFH )HEUXDU\

%LOO 6LEROG LV D FLWL]HQ RI &DQDGD DQG Rl WKH 8QLWHG 6WDWHV RI $PHULFD
7TKRPDV 7ULRPSKH

([HEXWLYH 9LFH 3UHVLGHQW +HDG RI 6DQRIL 3DVWHXU

'DWH RI ELUWK $XJXVW

7TKRPDV 7ULRPSKH HDUQHG KLV 06F LQ LQGXVWULDO HQJLQHHULQJ IURP %FROH GHV 3RQW
DQ 0%%$ IURP ,16($'

7TKRPDV MRLQHG 6DQRIL 3DVWHXU LQ DQG KDV VLQFH DGYDQFHG ZLWKLQ WKH FRPSDQ\
DQG PDUNHWLQJ DW FRXQWU\ UHJLRQDO DQG JOREDO OHYHOV )URP WR KH ZDV +H
%HIRUH WKDW KH VHUYHG DV +HDG RI 6DQRIL 3DVWHXU -DSDQ IURP WR ,Q KH
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WKH ,QIOXHQ]D 3QHXPR )UDQFKLVH DIWHU WKUHH \HDUV DV 'LUHFWRU IRU WKH VDPH IUDQ
7TKRPDV ZRUNHG LQ EDQNLQJ DQG VWUDWHILF FRQVXOWLQJ

7KRPDV VHUYHG DV 9LFH 3UHVLGHQW DQG +HDG RI )UDQFKLVH BURGXFW 6WUDWHJ\ IRU 6D
LPSOHPHQWHG WKH VWUDWHJ\ IRU RXU YDFFLQH IUDQFKLVHV LQ FORVH FROODERUDWLRQ Z

+H ZDV DSSRLQWHG WR KLV FXUUHQW SRVLWLRQ RQ -XQH
7KRPDV 7ULRPSKH LV D FLWL]JHQ RI J)UDQFH

% &RPSHQVDWLRQ

&RPSHQVDWLRQ DQG RWKHU DUUDQJHPHQWYV IRU FRUSRUDWH

&RPSHQVDWLRQ SROLF\ IRU FRUSRUDWH RIILFHUYV

7KLV VHFWLRQ GHVFULEHV WKH FRPSHQVDWLRQ SROLF\ IRU FRUSRUDWH RIILFHUV RI 6DQRIL
&RPPHUFLDO &RGH 7KDW SROLF\ GHVFULEHY DOO WKH FRPSRQHQWY RI FRPSHQVDWLRQ DZLC
KROGLQJ RIILFH DQG H[SODLQV WKH SURFHVV E\ ZKLFK LW LV GHWHUPLQHG GLYLGHG UHYL

2XU FRPSHQVDWLRQ SROLF\ IRU FRUSRUDWH RIILFHUV KDV WKUHH GLVWLQFW HOHPHQWYV L
SROLF\ IRU WKH &KDLUPDQ RI WKH %YRDUG DQG LLL WKH FRPSHQVDWLRQ SROLF\ IRU WKH &

(DFK RI WKRVH SROLFLHV LV VXEPLWWHG IRU DSSURYDO E\ RXU VKDUHKROGHUYV DW WKH $QC
RI WKH J)UHQFK &RPPHUFLDO &RGH 7KH FRPSHQVDWLRQ SROLF\ DSSURYHG LQ DQ\ JLYHQ \H
WKDW \HDU ORUHRYHU ZKHQ D FRUSRUDWH RIILFHU LV DSSRLQWHG EHWZHHQ WZR $QQXDO
WKH WHUPV RI WKH FRPSHQVDWLRQ SROLF\ DSSURYHG E\ WKH PRVW UHFHQW $QQXDO *HQHU

SURFHVV IRU GHWHUPLQLQJ WKH FRPSHQVDWLRQ SROLF\ IRU FRUSRUDWH

7KH FRPSHQVDWLRQ SROLF\ IRU FRUSRUDWH RIILFHUV LV HVWDEOLVKHG E\ WKH %RDUG
&RPSHQVDWLRQ &RPPLWWHH 7KH %RDUG RI 'LUHFWRUV DSSOLHV WKH $)(3 0('() &RGH ZKH
DZDUGHG WR RXU H[HFXWLYH DQG QRQ H[HFXWLYH FRUSRUDWH RIILFHUV

$00 PHPEHUV RI WKH &RPSHQVDWLRQ &RPPLWWHH DUH LQGHSHQGHQW DQG ZHUH FKRVH
XQGHUVWDQGLQJ RI FXUUHQW VWDQGDUGY HPHUJLQJ WUHQGV DQG 6DQRILXV SUDFWLFHYV

7R IXOILOO WKHLU UHPLW WKH &RPPLWWHH UHJXODUO\ LQYLWHY WKH &KLHI 3HRSOH 2IILF}
DWWHQG WKHLU PHHWLQJY DOWKRXJK WKH ODWWHU DEVHQW WKHPVHOYHV ZKHQ WKH &RP
&KDLUPDQ DQG WKH 6HFUHWDU\ WR WKH %RDUG ZKR KDYH FRQWDFWV ZLWK RXU SULQFLSI
OHHWLQJ

,Q DGGLWLRQ WKH &KDLUPDQ RI WKH &RPPLWWHH
a GLVFXVVHV WKH ILQDQFLDO DFFRXQWLQJ DQG WD[ LPSDFWV RI WKH SURSRVHG FRPSHQVD

a SOb\V bDQ DFWLYH UROH DW PHHWLQJV RI WKH $SSRLQWPHQWY *RYHUQDQFH DQG &65 &RF
KH EHORQJV WKHUHE\ JDLQLQJ DVVXUDQFH WKDW WKH SURSRVHG SHUIRUPDQFH FULWF
VWUDWHILF DPELWLRQV

7KH FRPSHQVDWLRQ SROLF\ LV QRW VXEMHFW WR DQQXDO UHYLHZ DOWKRXJK VRPH DUU
SHUIRUPDQFH FULWHULD DSSOLFDEOH WR WKH &KLHI ([HFXWLYH 2IILFHUxV DQQXDO YDULDE
"LUHFWRUV RQ DQ DQQXDO EDVLV

$IWHU FRQVXOWLQJ WKH &RPSHQVDWLRQ &RPPLWWHH DQG DV WKH FDVH PD\ EH WKH RWKHU
VHFRQG SDUDJUDSK RI LWHP ,,, Rl $SUWLFOH / RI WKH JUHQFK &RPPHUFLDO &RGH WHF
SROLF\ IRU WKH &KLHI ([HFXWLYH 2IILFHU LQ H[FHSWLRQDO FLUFXPVWDQFHV DQG WR WKH H
DQG QHFHVVDU\ WR VDIHIJXDUG WKH FRQWLQXLW\ RU YLDELOLW\ RI 6DQRIL 'HURJDWLRQV
SHUIRUPDQFH FRQGLWLRQV DSSOLHG WR WKH &KLHI ([HFXWLYH 2IILFHUxV FRPSHQVDWLRQ
FRPSHQVDWLRQ 7KH FLUFXPVWDQFHV LQ ZKLFK LW LV SRVVLEOH WR DSSO\ VXFK D GHURJDV
LL PDMRU HYHQWYV DIIHFWLQJ WKH PDUNHWYVY 6XFK GHURJDWLRQ PD\ RQO\ EH WHPSRUDU
UHPDLQ VXEMHFW WR DSSURYDO E\ WKH QH[W *HQHUDO OHHWLQJ RI 6DQRIL VKDUHKROGHUYV

*HQHUDO SULQFLSOHYVY DQG REMHFWLYHYV

2XU FRPSHQVDWLRQ SROLF\ LV EDVHG RQ WKH IROORZLQJ JHQHUDO SULQFLSOHV

& WKH SROLF\ PXVW EH VLPSOH

& WKH SROLF\ PXVW SULRULWL]H ORQJ WHUP SHUIRUPDQFH

& WKH OHYHO RI FRPSHQVDWLRQ PXVW EH FRPSHWLWLYH VR WKDW ZH FDQ DWWUDFW DQG U
a

WKHUH PXVW EH D IDLU EDODQFH EHWZHHQ WKH FRUSRUDWH LQWHUHVW WKH FKDOOHQJI
VWDNHKROGHUV

7KH &RPSHQVDWLRQ &RPPLWWHH PXVW HQVXUH WKDW WUHQGVY LQ WKH FRPSHQVDWLRQ
XQFRUUHODWHG ZLWK WUHQGY LQ WKH FRPSHQVDWLRQ RI DOO RXU HPSOR\HHV ,Q WHU
FRPSHQVDWLRQ WKH &RPSHQVDWLRQ &RPPLWWHH DLPV WR DFKLHYH FRQYHUJHQFH EHWZ
/I[HDGHUVY DQG WKRVH DSSOLHG WR WKH &KLHI ([HFXWLYH 2IILFHU
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2XU HTXLW\ EDVHG FRPSHQVDWLRQ SROLF\ ZKLFK DLPV WR DOLJQ HPSOR\HH DQG VKDUHKRC
WRRO IRU RXU ZRUOGZLGH DWWUDFWLYHQHVYVY DV DQ HPSOR\HU

:LWK HIIHFW IURP -XQH JUDQWHHYV RI HTXLW\ EDVHG FRPSHQVDWLRQ SODQV LQFOXGLC(
SHUIRUPDQFH VKDUHV $ZDUGLQJ SHUIRUPDQFH VKDUHV UHGXFHV WKH GLOXWLYH HIIHFW R
VDPH OHYHO RI PRWLYDWLRQ IRU JUDQWHHYV

$FWLQJ RQ WKH UHFRPPHQGDWLRQ RI WKH &RPSHQVDWLRQ &RPPLWWHH WKH %RDUG RI '"LUH
HTXLW\ EDVHG FRPSHQVDWLRQ IRU DOO EHQHILFLDULHV DW 6DQRIL DQG LWV VXEVLGLDU
REMHFWLYHV 2XU HTXLW\ EDVHG FRPSHQVDWLRQ SODQ UXOHV DUH PDGH DYDLODEOH W
ZHEVI2ZEZA VDQRILLERWKH VDPH IRUP DV WKDW GLVWULEXWHG WR RXU HPSOR\HHV

7KH %RDUG Rl 'LUHFWRUV PDNHV DQ\ JUDQW RI SHUIRUPDQFH VKDUHV FRQWLQJHQW RQ PXO
HQVXUH WKDW RXU HTXLW\ EDVHG FRPSHQVDWLRQ SODQV LQFHQWLYL]H RYHUDOO SHUIRU
SHUIRUPDQFH PHDVXUHPHQW SHULRG UHVXOWY LQ D UHGXFWLRQ RU ORVV RI WKH LQLWLDO

,Q RUGHU WR DOLJQ HTXLW\ EDVHG FRPSHQVDWLRQ ZLWK RXU ORQJ WHUP SHUIRUPDQFH ¢
UYHVWLQJ SHULRGU $ZDUGV RI SHUIRUPDQFH VKDUHVY DUH DOVR FRQWLQJHQW RQ FRQWL
SHULRG IROORZHG E\ VWULQJHQW ORFN XS REOLJDWLRQV LQ WKH FDVH RI WKH &KLHI ([HFEX

7KH WHUPV RI SULRU DZDUGY FDQQRW EH UHVHW VXEVHTXHQWO\ IRU LQVWDQFH ZLWK OHVYV
&RPSHQVDWLRQ SROLF\ IRU GLUHFWRUYV

'LUHFWRUV KROG RIILFH IRU D IRXU \HDU WHUP DV VSHFLILHG LQ RXU $UWLFOHV RI $VVRFLEC

7KH PD[LPXP DQQXDO DPRXQW RI RYHUDOO FRPSHQVDWLRQ WKDW FDQ EH DOORFDWHG WR W

7KH DUUDQJHPHQWY IRU DOORFDWLQJ WKH RYHUDOO DQQXDO DPRXQW VHW E\ WKH $QQXDOC
WKH %RDUG RI 'LUHFWRUV DFWLQJ RQ D UHFRPPHQGDWLRQ IURP WKH &RPSHQVDWLRQ &RPF
IL[HG DPRXQW RI DSSRUWLRQHG RQ D WLPH EDVLV IRU GLUHFWRUV ZKR DVVXPHG RU
DOORFDWHG E\ WKH %RDUG DFFRUGLQJ WR DFWXDO DWWHQGDQFH DW %RDUG DQG &RPPL
GLUHFWRUVx FRPSHQVDWLRQ LV DOORFDWHG SUHGRPLQDQWO\ RQ D YDULDEOH EDVLYV

7KH WDEOH EHORZ VKRZV KRZ WKH YDULDEOH DPRXQW SD\DEOH WR GLUHFWRUV IRU DWWHQ
DOORFDWLRQ ZDV ODVW FKDQJHG LQ

&RPSHQVDWLRQ SHU PHHWLQJ

"LUHFWRUV UHVLGHQW
"LUHFWRRXWVLGH JUDQFHUE¥WRUV UHVLGHQW
UHVLGHQW LQ )UDXQMKLQ (XURSRXWVLGH (X&MBIHJPDQ &KDLUZRPDQ

%RDUG RI 'LUHFWRUV 1$
$XGLW &RPPLWWHH
&RPSHQVDWLRQ &RPPLWWHH
$SSRLQWPHQWYV *RYHUQDQFH DQG &65 &RPPLWWHH

"HWHUPLQHG E\ UHIHUHQF
6WUDWHJI\ &RPPLWWHH WR SODFH RI UHVLGHQ

"HWHUPLQHG E\ UHIHUHQF
6FLHQWLILF &RPPLWWHH WR SODFH RI UHVLGHQF
2Q ODUFK WKH %RDUG RI 'LUHFWRUV GHFLGHG WKDW LQ OLJKW RI SXEOLF KHDOWK

WHFKQLFDO VROXWLRQV DQG SUDFWLFHVY DGRSWHG E\ RWKHU LVVXHUV GLUHFWRUV ZKR W
FRPSHQVDWLRQ HTXLYDOHQW WR WKDW SDLG WR D GLUHFWRU UHVLGHQW LQ )UDQFH DWWH
FRPSHQVDWLRQ LQ UHVSHFW RI WKH &RPPLWWHH WKH\ FKDLU

,Q DQ\ HYHQW WKH %RDUG FRQWLQXHV WR HQFRXUDJH GLUHFWRUV WR DWWHQG %RDUG DQ
ZLWK SXEOLF KHDOWK SURWHFWLRQ PHDVXUHYV

$V DQ H[FHSWLRQ LQ FHUWDLQ FDVHV WZR PHHWLQJV KHOG RQ WKH VDPH GD\ JLYH HQWLWC

a Ll RQ WKH GD\ RI D 6KDUHKROGHUVx *HQHUDO OHHWLQJ WKH %RDUG Rl 'LUHFWRUV PHHW\
PDGH IRU WKH WZR %RDUG PHHWLQJV DQG

aLl RQ WKH VDPH GD\ D GLUHFWRU SDUWLFLSDWHYVY LQ D PHHWLQJ RI WKH &RPSHQVDWL
*RYHUQDQFH DQG &65 &RPPLWWHH RQO\ WKH KLJKHU RI WKH WZR SD\PHQWYV LV PDGH WR |

7KH LQWURGXFWLRQ RI D VHSDUDWH FRPSHQVDWLRQ VFDOH GHSHQGLQJ RQ ZKHWKHU RU QR
DFFRXQW WKH VLIJQLILFDQWO\ ORQJHU WUDYHO WLPH UHTXLUHG WR DWWHQG PHHWLQJV LQ

'LUHFWRUV GR QRW UHFHLYH DQ\ HIFHSWLRQDO FRPSHQVDWLRQ RU HTXLW\ EDVHG FRPSHQV
1HLWKHU WKH &KDLUPDQ RI WKH %RDUG QRU WKH &KLHI ([HFXWLYH 2IILFHU UHFHLYHV DQ\ FI
&RPSHQVDWLRQ SROLF\ IRU WKH &KDLUPDQ RI WKH %RDUG RI 'LUHFWRUYV

7KH WHUP RI RIILFH RI WKH &KDLUPDQ RI WKH %RDUG LV WKH VDPH DV WKDW Rl WKH RWKHU
ZLWK KLV WHUP RI RIILFH DV D GLUHFWRU
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7KH FRPSHQVDWLRQ SROLF\ IRU WKH &KDLUPDQ RI WKH %RDUG LV GLVFXVVHG E\ WKH
UHFRPPHQGDWLRQ WR WKH %RDUG RI 'LUHFWRUV 7KH &KDLUPDQ RI WKH %RDUG LV QRW D I
ZKHUH KLV FRPSHQVDWLRQ LV GLVFXVVHG

7KH FRPSHQVDWLRQ RI WKH &KDLUPDQ RI WKH %RDUG RI 'LUHFWRUV ZKHUH WKH RIILFH RI &
DV LV FXUUHQWO\ WKH FDVH FRQVLVWY VROHO\ RI IL[HG FRPSHQVDWLRQ DQG EHQHILWYV LQ
DQ\ DzZzbUGV RI VWRFN RSWLRQV RU SHUIRUPDQFH VKDUHV DQG DQ\ FRPSHQVDWLRQ IR
JHEUXDU\ VHW WKH DQQXDO IL[HG FRPSHQVDWLRQ DZDUGHG WR WKH &KDLUPDQ RI WKI

'KHUH WKH RIILFH Rl &KDLUPDQ LV VHSDUDWH IURP WKDW RI &KLHI ([HFXWLYH 2IILFHU WKH
GHILQHG FRQWULEXWLRQ SHQVLRQ SODQ

1RU LV KH HQWLWOHG WR D WHUPLQDWLRQ EHQHILW RU D QRQ FRPSHWH LQGHPQLW\

7KH &KDLUPDQ RI WKH %RDUG GRHV QRW UHFHLYH FRPSHQVDWLRQ IRU FKDLULQJ %RDUG PH|
&65 &RPPLWWHH RU WKH 6WUDWHJ\ &RPPLWWHH

&RPSHQVDWLRQ SROLF\ IRU WKH &KLHI ([HFXWLYH 2IILFHU

*HQHUDO SULQFLSOHYV
2XU &KLHI ([HFXWLYH 2IILFHU LV QRW DSSRLQWHG IRU D IL[HG WHUP RI RIILFH

7KH FRPSHQVDWLRQ SROLF\ IRU WKH &KLHI ([HFXWLYH 2IILFHU LV HYWDEOLVKHG E\ WKH %
&RPSHQVDWLRQ &RPPLWWHH 7KH FRPSHQVDWLRQ VWUXFWXUH LV QRW VXEMHFW WR DQQ
XQFKDQJHG 7KH DUUDQJHPHQWY IRU LPSOHPHQWLQJ WKH SROLF\ PD\ YDU\ IURP \HDU WR
DUUDQJHPHQWYV LQ DQG LV SURYLGHG DW WKH HQG RI WKH SUHVHQW VHFWLRQ

7KH FRPSHQVDWLRQ RI WKH &KLHI ([HFXWLYH 2IILFHU LV GHWHUPLQHG ZLWK UHIHUHQFH WR
WKH IROORZLQJ OHDGLQJ JOREDO SKMIWHRD FH/XWILIFDHQ AR B SOMA H%¥D\HU $* %ULVWRO O0\HUV
&RPSDQ\ ,QF *OD[R6PLWK.OLQH SOF -RKQVRQ -RKQVRQ ,QF OHUFN ,QF 1RYDUWLV $* 1|
7KLV SDQHO FRPSULVHV FRPSDQLHY WKDW DUH FRPSDUDEOH WR 6DQRIL ZLWK QR OLPLWDW
SDUWLFXODUO\ FRPSHWLWLYH LQWHUQDWLRQDO HQYLURQPHQW 7KH SDQHO ZDV H[SDQGHG
ELRWHFKQRORJ\ ILHOG DUH EHWWHU UHSUHVHQWHG &RQVLVWHQF\ ZLWK PDUNHW SUDFWL
QHFHVVDU\ WR RXU VXFFHVV ,Q RQ WKH EDVLV RI WKH LQIRUPDWLRQ SXEOLVKHG DV R
IL[HG FRPSHQVDWLRQ RI WKH FKLHI H[HFXWLYH RIILFHUV Rl WKH DIRUHPHQWLRQHG WZHO
UHJLI WKH PHGLDQ RI WKH DQQXDO YDULDEOH FRPSF R @ QG DWIGH ® HZ®IVD RQRW K
ORQJ WHUP FRPSHQVDWLRQ DZDUGHG ZKHWKHU HTXL 'IRMHIG[RG E Q PFSDIN\QKY DUWWH.SRUCH V:H Q/\K HG
JURXS 3DXO +XGVRQ V RYHUDOO FRPSHQVDWLRQ IL[HG YDULDEWKH ILUVW TXDEBVEE
FRPSHQVDWLRQ SDLG E\ WKHKSIDSIHIOFWRFED RIHWKH PDLQ &$& HQ LQWR FR( VILGH{ DDW RRWD N

,Q OLJKW RI 6DQRIL V SHUIRUPDQFH LQ WKH SHULRG IURP WKURXJK GXULQJ ZKLFK V
RXW WKH %RDUG PHHWLQJ RI )HEUXDU\ FRQVLGHMHREX QW RS$ FFURRR SWHICDMD MV MRRQ UHAYCLUHE HWE
([HEXWLYH 2IILFHU UHODWLYH WR WKDW DZDUGHG WR WKH &KLHI ([HFEXWL',Q WKLVIBYVLRMLWI
NH\ SHULRG IRU WKH RQJRLQJ H[HFXWLRQ RI WKH 30D\ WR :LQ VWUDWHJI\ WKH %RDUG GHFL
FRPSHQVDWLRQ DQG WR GHWHUPLQH WKH DPRXQW RI KLV HTXLW\ EDVHG FRPSHQVDWLRQ LQ
LQFUHDVH ZKLOH UHPDLQLQJ ZLWKLQ WKH OLPLWYV VHW E\ RXU FRPSHQVDWLRQ SROLF\ VH
UHPDLQ XQFKDQJHG DQG WKH WRWDO FRPSHQVDWLRQ RI WKH &KLHI ([HFXWLYH 2IILFHU DIW
WKH FRPSHQVDWLRQ SDLG E\ WKH SDQHO RI FRPSDQLHV

2Q WDNLQJ XS RIILFH

"KHQ WKH &KLHI ([HFXWLYH 2IILFHU LV DQ RXWVLGH DSSRLQWPHQW WKH %RDUG RI 'LUHFW
&RPSHQVDWLRQ &RPPLWWHH WR FRPSHQVDWH WKH DSSRLOQWHH IRU VRPH RU DOO RI WKH
HPSOR\HU ,Q VXFK D FDVH WKH WHUPV RQ ZKLFK WKH &KLHI ([HFXWLYH 2IILFHU LV KLUHG D
FRPSDUDEOH OHYHO RI ULVN YDULDEOH SRUWLRQ PHGLXP WHUP HTXLW\ EDVHG RU FDVK FF

'XULQJ WKH WHUP RI RIILFH

&RPSHQVDWLRQ VWUXFWXUH

2XU SROLF\ DLPV DW DFKLHYLQJ DQG PDLQWDLQLQJ D EDODQFH LQ WKH FRPSHQVDWLRQ VWL
WHUP YDULDEOH FDVK FRPSHQVDWLRQ DQG PHGLXP WHUP YDULDEOH HTXLW\ EDVHG FRPSHC

7KH FRPSHQVDWLRQ SROLF\ IRU WKH &KLHI ([HFXWLYH 2I1ILFHU LV GHVLJQHG WR PRWLYDWH}
SRUWLRQ RI FRPSHQVDWLRQ LV FRQWLQJHQW RQ WKH DWWDLQPHQW RI ILQDQFLDO RSHUDW
DQG DUH DOLJQHG ZLWK WKH FRUSRUDWH LQWHUHVW DQG ZLWK WKH FUHDWLRQ RI VKDUH
FRPSHQVDWLRQ DUH WKH WZR SULQFLSDO OHYHUV IRU DFWLRQ DQG DUH LQWHQGHG WR DO
VKDUHKROGHUV DQG VWDNHKROGHUYV

'XULQJ WKH PHHWLQJ WKDW IROORZV WKH %RDUG PHHWLQJ KHOG WR FORVH RIIl WKH ILQD
&RPPLWWHH H[DPLQHV WKH OHYHOV RI DWWDLQPHQW RI YDULDEOH FRPSHQVDWLRQ IRU Wl
2IILFHU SUHVHQWYV WKH &RPPLWWHH ZLWK D UHSRUW FRQWDLQLQJ QDUUDWLYH DQG TXDQ\
REMHFWLYHV 7KH PHPEHUV RI WKH &RPSHQVDWLRQ &RPPLWWHH WKHQ GLVFXVV WKH LQII
GLVFXVVLRQV JLYLQJ DQ HYDOXDWLRQ RI WKH &KLHI ([HFXWLYH 2IILFHUxV SHUIRUPDQFH
DWWDLQPHQW IRU TXDQWLWDWLYH REMHFWLYHVY DQG HYDOXDWLQJ WKH OHYHO RI DWWDLQT

6XUYH\V FRQGXFWHG RQ WKH EDVLV RI GDWD FRPPXQLFDWHG E\ 3D\ *RYHUQDQFH DQG %RUDFD\
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$QQXDO IL[HG FRPSHQVDWLRQ
7KH DQQXDO IL[HG FRPSHQVDWLRQ RI WKH &KLHI ([HFXWLYH 2IILFHU ZDV VHW DW J
FKDQJHG VLQFH WKHQ

7KH DPRXQW RI! IL[HG FRPSHQVDWLRQ LV QRW VXEMHFW WR DQQXDO UHYLHZ ,W PD\ KRZH
PDWHULDO

4 RQ WKH DSSRLQWPHQW RI D QHZ &KLHI ([HFXWLYH 2IILFHU WR UHIOHFW WKH QHZ DSSRLQ
DQG

a LQ H[FHSWLRQDO FLUFXPVWDQFHV WR WDNH DFFRXQW RI FKDQJHV LQ L WKH UROH RU U
WHUPV RI PDUNHW FRQGLWLRQV RU WKH VL]H Rl WKH 6DQRIL JURXS RU LL WKH SHUIRUPD

7KHARDUG PHHWLQJ RI JHEUXDU\ DQQXDO IL[HG FRPSHQVDWLRQ RI WKH &KLHI ([HFXW
JURVV ZLWK HIIHFW IURP IRU UHDVRQV H[SODLQHG LQ WKH *HQHUDO SULQFLSOHV VHFV
$QQXDO YDULDEOH FRPSHQVDWLRQ

$QQXDO YDULDEOH FRPSHQVDWLRQ LV LQ D UDQJH EHWZHHQ DQG RI IL[HG FRPSHQVDW
YDULHG DQG H[DFWLQJ SHUIRUPDQFH FULWHULD ERWK TXDQWLWDWLYH DQG TXDOLWDWLY
REMHFWLYHV GHWHUPLQHG E\ 6DQRIL 7KH %RDUG RI 'LUHFWRUV VHWY WKH FULWHULD IRU
WKH &RPSHQVDWLRQ &RPPLWWHH )RU WKH FULWHULD DUH

a EDVHG RQ ILQDQFLDO LQGLFDWRUV SXEOLVKHG E\ WKH &RPSDQ\ VDOHV JURZWK EX
RSHUDWLQJ LQFRPH %2, PDUJLQ DQG JURZWK LQ QHZ DVVHWV HDFK DFFRXQWLQJ IRU
EHFDXVH WKH\ DUH LQ OLQH ZLWK WKH &RPSDQ\ V VWUDWHJILF URDGPDS DQG

a EDVHG RQ VSHFLILF LQGLYLGXDO REMHFWLYHV EHLQJ TXDQWLWDWLYH REMHFWLYH
FULWHULD IRU 6DQRIL SDUWO\ TXDQWLILDEOH XQGHUOLQLQJ WKH %RDUGxV FRPPLWPHQ
YDULDEOH UHPXQHUDWLRQ IRU DUH GHVFULEHG LQ UO &RPSHQVDWLRQ DQG EHQHILW)
RI U EHORZ

7KH SHUFHQWDJH RI YDULDEOH FRPSHQVDWLRQ OLQNHG WR WKH DWWDLQPHQW RI TXDQW
SHUIRUPDQFH LQ RUGHU WR JLYH JUHDWHU ZHLJKW WR WKH DWWDLQPHQW RI TXDOLWDWLY
YDULDEOH FRPSHQVDWLRQ DQG FDQQRW FRPSHQVDWH IRU XQGHUSHUIRUPDQFH RQ TXDQWL!

7KH SROLF\ GRHVY QRW DOORZ IRU WKH SRVVLELOLW\ RI FODZLQJ EDFN DQ\ DQQXDO YDULDEC

3D\PHQW Rl DQQXDO YDULDEOH FRPSHQVDWLRQ LQ D JLYHQ \HDU LQ UHVSHFW RI WKH SUHY
WKH $QQXDO *HQHUDO OHHWLQJ

(TXLW\ EDVHG FRPSHQVDWLRQ
7KH &KLHI ([HEXWLYH 21ILFHUxV HTXLW\ EDVHG FRPSHQVDWLRQ ZKLFK VLQFH -XQH FDQ |
H[FHHG Rl KLV WDUJHW VKRUW WHUP FRPSHQVDWLRQ IL[HG SOXV YDULDEOH

7KH &KLHI ([HFXWLYH 2IILFHUxV HTXLW\ EDVHG FRPSHQVDWLRQ LV FRQWLQJHQW XSRQ DWV
RYHU D WKUHH \HDU SHULRG 6XFK DZDUGY DUH FRQWLQJHQW XSRQ ERWK

a LQWHUQDO FULWHULD EDVHG XSRQ EXVLQHVVY QHW LQFRPH %1, DQG IUHH FDVK IORZ )&)

a DQ H[WHUQDO FULWHULRQ EDVHG XSRQ WRWDO VKDUHKROGHU UHWXUQ 765 UHODWLY|
SKDUPDFHXWLFDO FRPSDQLHV $PJHQ $VWUD=HQHFD SOF %D\HU $* %ULVWRO O\HUV 6TXL
SOF -RKQVRQ -RKQVRQ ,QF OHUFN ,QF 1RYDUWLV $* 1RYR 1RUGLVN 3IL]HU ,QF DQG

7KH YDOXDWLRQ RI SHUIRUPDQFH VKDUHV LV FDOFXODWHG DW WKH GDWH RI JUDQW ZHLJK!
PRGHO DQG LL WKH PDUNHW SULFH RI 6DQRIL VKDUHY DW WKH GDWH RI JUDQW DGMXVWHG

(DFK DZDUG WR RXU &KLHI ([HFEXWLYH 2IILFHU WDNHVY LQWR DFFRXQW SUHYLRXV DZDUGV DQ
QXPEHU RI VKDUHVY WR EH GHOLYHUHG PD\ QRW EH PRUH WKDQ WKH QXPEHU RI SHUIRUPDQFI

JRU GHWDLOV RI WKH DZDUG WR WKH &KLHI ([HFXWLYH 2IILFHU LQ UHVSHFW RI UHIHU W
FRUSRUDWH RIILFHUV LQ UHVSHFW RI U EHORZ

6KDUH RZQHUVKLS DQG ORFN XS REOLJDWLRQ RI WKH &KLHI ([HFXWLYH 2IILFHU
7KH &KLHI ([HFXWLYH 2IILFHU LV ERXQG E\ WKH VDPH REOLJDWLRQV UHJDUGLQJ VKDUH RZQt
&KDUWHU DV RXU RWKHU FRUSRUDWH RIILFHUV

,Q DGGLWLRQ XQWLO KH FHDVHV WR KROG RIILFH WKH &KLHI ([HFXWLYH 2IILFHU LV UHTXLU
DQ\ JDLQ QHW RI WD[HV DQG VRFLDO FRQWULEXWLRQV DULVLQJ RQ WKH YHVWLQJ RI SHU
VKDUHV YHVW 7KRVH VKDUHV PXVW EH UHWDLQHG LQ UHJLVWHUHG IRUP XQWLO KH FHDVHYV

,Q FRPSOLDQFH ZLWK WKH $)(3 0('() &RGH DQG RXU %RDUG &KDUWHU WKH &KLHI ([HFXWLYH
VSHFXODWLYH RU KHGJLQJ WUDQVDFWLRQV

0OXOWL \HDU YDULDEOH FRPSHQVDWLRQ
7KH &KLHI ([HFXWLYH 2IILFHU GRHV QRW UHFHLYH PXOWL \HDU YDULDEOH FRPSHQVDWLRQ

&RPSHQVDWLRQ IRU VHUYLQJ DV D GLUHFWRU

([HEXWLYH RIILFHUV RI 6DQRIL GR QRW UHFHLYH DQ\ FRPSHQVDWLRQ IRU VHUYLQJ DV GLUHF
UHFHLYH FRPSHQVDWLRQ LQ KLV FDSDFLW\ DV D GLUHFWRU RU DV D PHPEHU RI WKH 6WUDW#
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([FHSWLRQDO FRPSHQVDWLRQ
1R HIFHSWLRQDO FRPSHQVDWLRQ FDQ EH DZDUGHG WR WKH &KLHI ([HFXWLYH 2IILFHU

2Q OHDYLQJ RIILFH
7KH &KLHI ([HFXWLYH 2IILFHU LV HQWLWOHG WR D WRS XS GHILQHG FRQWULEXWLRQ SHQVLR

6XFK DUUDQJHPHQWY DUH SDUW RI WKH RYHUDOO FRPSHQVDWLRQ SDFNDJH JHQHUDOO\ DZD
WKH $)(3 0('() FRGH WKHUH DUH YHU\ VWULFW UXOHV DERXW KRZ WKH\ DUH LPSOHPHQWHG
DUH LQWHQGHG WR FRPSHQVDWH IRU WKH IDFW WKDW WKH &KLHI ([HFXWLYH 2IILFHU PD\ EH

(DFK RI WKRVH EHQHILWY LV WDNHQ LQWR DFFRXQW E\ WKH %RDUG RI 'LUHFWRUV ZKHQ IL[L(

3HQVLRQ DUUDQJHPHQWYV

7KH &KLHI ([HFEXWLYH 2IILFHU LV HQWLWOHG WR EHQHILWY XQGHU WKH WRS XS GHILQHG
-DQXDU\ 7KLV LV D FROOHFWLYH SODQ IDOOLQJ ZLWKLQ WKH VFRSH RI $UWLFOH
PHPEHUV RI RXU ([HFXWLYH &RPPLWWHH DQG DOO VHQLRU H[HFXWLYHV ZKRVH SRVLWLF
U([HFXWLYH /HYHO RU U 7KH &KLHI ([HFXWLYH 2IILFHU V HQWLWOHPHQW XQGHU WKLV ¢
'LUHFWRUV EXW QRW UHWURDFWLYHO\

8QGHU WKH WHUPV RI WKH SODQ WKH &KLHI ([HFXWLYH 2IILFHU UHFHLYHV DQ DQQXDO FRQ
SHUIRUPDQFH FRQGLWLRQ PD\ EH XS WR RI KLV UHIHUHQFH FRPSHQVDWLRQ DQQXDO IL
RWKHU FRPSHQVDWLRQ LV H[FOXGHG 7KH ULJKWV DFFUXLQJ XQGHU WKH SODQ DUH WKRVH
ZLWK WKH LQVXUHU DQG YHVW HYHQ LI WKH &KLHI ([HFXWLYH 2IILFHU GRHV QRW UHPDLQ ZI
HOHFW IRU WKH ULJKWV WR EH WUDQVIHUDEOH DV D VXUYLYRU V SHQVLRQ

7KH SHUIRUPDQFH FRQGLWLRQ LV DV IROORZV

a Ll WKH OHYHO RI DWWDLQPHQW IRU YDULDEOH FRPSHQVDWLRQ LV HTXDO WR RU JUHDWHU
FRQWULEXWLRQ LV SDLG

a LI WKH OHYHO RI DWWDLQPHQW IRU YDULDEOH FRPSHQVDWLRQ LV OHVV WKDQ RI' IL[HG
a EHWZHHQ WKRVH WZR OLPLWV WKH FRQWULEXWLRQ LV FDOFXODWHG RQ D SURUDWD EDVL

%HFDXVH WKLV SHUIRUPDQFH FRQGLWLRQ LV OLQNHG WR WKH DWWDLQPHQW RI WKH SHUIRU
GHWHUPLQHG ZLWK UHIHUHQFH WR WKH VWUDWHIJLF REMHFWLYHV RI 6DQRIL LW HQVXUHYV
WKH &KLHI ([HFXWLYH 2IILFHU IDLOV WR GHOLYHU

7KH SODQ LV ZKROO\ IXQGHG E\ 6DQRIL ZKLFK SD\V WKH IXOO0O DPRXQW RI WKH JURVV FF
FRPSHQVDWLRQ WKH FRQWULEXWLRQ LV VXEMHFW WR SD\UROO WD[HV DQG HPSOR\HUxV VF
&KLHI ([HFXWLYH 2IILFHU DOO RI WKH DERYH DUH FKDUJHG RQ WKH EDVLV RI WKH EDQGYV
SDLG DQG GHFODUHG RQ KLV SD\VOLSV IRU WKH FRQWULEXWLRQ SHULRG

6XEMHFW WR L IRUPDO FRQILUPDWLRQ E\ WKH %RDUG RI 'LUHFWRUV WKDW WKH SHUIRUF
LL DSSURYDO RI WKH &KLHI ([HFXWLYH 2IILFHU V FRPSHQVDWLRQ SDFNDJH IRU WKDW \HDU
DQQXDO JURVV FRQWULEXWLRQ LV SDLG DV IROORZV

a DV D JURVV LQVXUDQFH SUHPLXP WR WKH IXQG PDQDJHU DQG
a WR WKH &KLHI ([HFXWLYH 2IILFHU WR LQGHPQLI\ KLP IRU WKH VRFLDO VHFXULW\ DQG W
,Q DFFRUGDQFH ZLWK $UWLFOH ELV RI WKH J)UHQFK *HQHUDO 7D[ &RGH GHIHUUHG FRPSH

WKH J)UHQFK &RPPHUFLDO &RGH FDQ EH RIIVHW DJDLQVW FRUSRUDWH SURILWY DV D WD[DEO
VHEXULW\ FHLOLQJ SHU EHQHILFLDU\

7KH SHQVLRQ HQWLWOHPHQW LV QRW FXPXODWLYH ZLWK L DQ\ WHUPLQDWLRQ EHQHILW S
LQGHPQLW\

7HUPLQDWLRQ DUUDQJHPHQWYV

7KH WHUPLQDWLRQ EHQHILW RQO\ EHFRPHV SD\DEOH LI WKH GHSDUWXUH RI WKH &KLHI ([H!
RIILFH RU UHVLIJQDWLRQ OLQNHG WR D FKDQJH LQ VWUDWHJI\ RU FRQWURO RI WKH &RPSD
LUUHOHYDQW LQ WKH FDVH RI WKH &KLHI ([HFXWLYH 2IILFHU EHFDXVH WKLV RIILFH LV KHOG

,Q DGGLWLRQ QR WHUPLQDWLRQ EHQHILW LV SD\DEOH DQG WKH DUUDQJHPHQW LV GHHPHG |
a UHPRYDO IURP RIILFH IRU JURVV IRUNVHHUWLRXN R X VFRXQUEGH W

a Ll WKH &KLHI ([HFXWLYH 2IILFHU HOHFWV WR OHDYH 6DQRIL WR WDNH XS DQRWKHU SRVLW
a Ll WKH &KLHI ([HFXWLYH 2IILFHU LV DVVLIJQHG WR DQRWKHU SRVLWLRQ ZLWKLQ 6DQRIL RL
a LI WKH &KLHI ([HFXWLYH 2IILFHU WDNHV KLV SHQVLRQ

3D\PHQW RI WKH WHUPLQDWLRQ EHQHILW LV FRQWLQJHQW XSRQ IXOILOOPHQW RI D SHUIRL
DWWDLQPHQW UDWH IRU WKH LQGLYLGXDO YDULDEOH FRPSHQVDWLRQ REMHFWLYHV H[FHHG
ILQDQFLDO \HDUV SUHFHGLQJ WKH &KLHI ([HFEXWLYH 2IILFHU OHDYLQJ RIILFH

7KH DPRXQW Rl WKH WHUPLQDWLRQ EHQHILW LV FDSSHG DW PRQWKYV RI WKH &KLHI ([HFXW
RI' L WKH IL[HG FRPSHQVDWLRQ HIIHFWLYH RQ WKH GDWH RI OHDYLQJ RIILFH DQG LL WKH
WR IXOILOPHQW RI WKH SHUIRUPDQFH FRQGLWLRQ
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7KH DPRXQW Rl WKH WHUPLQDWLRQ EHQHILW LV UHGXFHG E\ DQ\ DPRXQW UHFHLYHG DV FRQ
DJJUHIJDWH DPRXQW RI WKRVH WZR EHQHILWY PD\ QHYHU H[FHHG WZR \HDUV RI WRWDO IL[HC

1RQ FRPSHWH XQGHUWDNLQJ

,Q WKH HYHQW RI KLV GHSDUWXUH IURP WKH &RPSDQ\ WKH &KLHI ([HFXWLYH 2IILFHU XQ
GHSDUWXUH QRW WR MRLQ D FRPSHWLWRU RI 6DQRIL DV DQ HPSOR\HH RU FRUSRUDWH R
FRPSHWLWRU

,Q UHWXUQ IRU WKLY XQGHUWDNLQJ KH UHFHLYHVY DQ LQGHPQLW\ FRUUHVSRQGLQJ WR RQH
HITHFWLYH RQ WKH GD\ KH OHDYHV RIILFH DQG RQ WKH ODVW LQGLYLGXDO YDULDEOH FRP
SD\DEOH LQ PRQWKO\ LQVWDOOPHQWYV

+RZHYHU WKH %RDUG RI 'LUHFWRUV UHVHUYHV WKH ULJKW WR UHOHDVH WKH &KLHI ([HFXW
PRQWK SHULRG ,Q VXFK FDVHV WKH QRQ FRPSHWH LQGHPQLW\ ZRXOG QRW EH GXH IRU WKH

&RQVHTXHQFHV RI WKH &KLHI ([HFXWLYH 2IILFHUYV GHSDUWXUH IRU HTXLW\ EDVHG FRPSH

, | WKH &KLHI ([HFXWLYH 2IILFHU OHDYHV 6DQRIL IRU UHDVRQV RWKHU WKDQ UHVLJQDWLRQ
ZKLFK FDVH DQ\ DZDUG RI HTXLW\ EDVHG FRPSHQVDWLRQ LV IRUIHLWHG LQ IXOO WKH RYHI
RI WLPH WKH &KLHI ([HFXWLYH 2IILFHU UHPDLQHG ZLWK 6DQRIL GXULQJ WKH YHVWLQJ SHULF

,/ DW DQ\ WLPH SULRU WR WKH H[SLUDWLRQ RI WKH YHVWLQJ SHULRG RI KLV SHUIRUPDQFH
DV DQ HPSOR\HH RU FRUSRUDWH RIILFHU RU SURYLGHV VHUYLFHV WR RU FRRSHUDWHYV ZLW
VKDUHV UHJDUGOHVYV RI DQ\ IXOO RU SDUWLDO GLVFKDUJH E\ WKH %RDUG RI 'LUHFWRUV RI
([HFXWLYH 2IILFHU

6LQFH LI WKH &KLHI ([HFXWLYH 2IILFHU UHWLUHVY DW VWDWXWRU\ UHWLUHPHQW DJH SUI
VKDUHV WKH RYHUDOO DOORFDWLRQ UDWH ZLOO EH DSSRUWLRQHG RQ D SURUDWD EDVLV V
UHPDLQHG LQ WKH HPSOR\PHQW RI 6DQRIL GXULQJ WKH YHVWLQJ SHULRG

6XPPDU\ RI EHQHILWY DZDUGHG WR WKH &KLHI ([HFXWLYH 2IILFHU RQ OH

7KH WDEOH EHORZ SUHVHQWYV D VXPPDU\ RI WKH EHQHILWY DV GHVFULEHG DERYH WKDW F
RIILFH GHSHQGLQJ RQ WKH WHUPV RI KLV GHSDUWXUH 7KH LQIRUPDWLRQ SURYLGHG LQ WK
PDGH E\ WKH %RDUG RI 'LUHFWRUYV

9ROXQWDU\ GHSDUWXUH 5HPRYDO IURP
RIILFH IRU JURVV RU VHULRXV
PLVFRQGXFW YRUFHG GHSDUWXUH SHWLUHPHQW
7HUPLQDWLRQ EHQHILW PRQWKV RI IL[HG FRPSHQVDWLRQ DV RI
WKH GDWH RI OHDYLQJ RIILFH
PRQWKYV RI PRVW UHFHQW LQGLYLGXDO
YDULDEOH FRPSHQVDWLRQ UHFHLYHG
0
$PRXQWVY UHFHLYHG DV QRQ FRPSHWH
LQGHPQLW\
1RQ FRPSHWH EQGHP@PRMWKY RI IL[HG FRPSHQPRQYWR®Y BY IR[HG FRPSHQVDWLRQ DV RI
WKH GDWH Rl OHDYLQJ RIGIPMH RI OHDYLQJ RIILFH
PRQWKV RI PRVW UHFHQWP RQ®UW. BXPA&VW UHFHQW LQGLYLGXDO
YDULDEOH FRPSHQVDW LR®DWH PHIOHH BRPSIHONV PARLRQ UHFHLYHG SULRU
OHDYLQJ RIILFH WR OHDYL®QJ RIILFH
7RS XS SHQVLRQ $QQXDO FRQWULEXWLRQ RI XS WR
UHIHUHQFH FRPSHQVDWLRQ
3HUIRUPDQFH VKD UHNRSIOHIQVHGRMQ |X 00 5LJKWV UHWDLQHG SURUBWIKWR SHWDR®RG SURUDWD WR S|
\HW YHVWHG HPSOR\PHQW ZLWKLQ 6DQHRRBOR\PHQW ZLEWKLQ 6DQRI

D 7KH DPRXQW RI WKH WHUPLQDWLRQ EHQHILW LV UHGXFHG E\ DQ\ LQGHPQLW\ UHFHLYHG DV FRQVLGH
DPRXQW RI WKRVH WZR EHQHILWY PD\ QHYHU H[FHHG WZR \HDUV RI WRWDO IL[HG DQG YDULDEOH FRPSF
E 7KH %RDUG RI 'LUHFWRUV PD\ GHFLGH WR UHOHDVH WKH &KLHI ([HFXWLYH 2IILFHU IURP WKH QRQ FRP
FDVH WKH QRQ FRPSHWH LQGHPQLW\ ZRXOG QRW EH GXH RU ZRXOG EH VFDOHG GRZQ SURSRUWLRQDW

F 'HILQHG FRQWULEXWLRQ SHQVLRQ SODQ ZLWKLQ WKH VFRSH RI $UWLFOH Rl WKH JUHQFK *HQHUD (
DVVHVVHG DQQXDOO\

G 6XEMHFW WR IXOILOOPHQW RI WKH SHUIRUPDQFH FRQGLWLRQ DVVHVVHG RYHU WKH WKUHH ILQDQFLDC
H 6XEMHFW WR WKH %RDUG RI 'LUHFWRUV HQIRUFLQJ WKH QRQ FRPSHWH XQGHUWDNLQJ WKH DPRXQW

FRQVLGHUDWLRQ IRU WKH QRQ FRPSHWH XQGHUWDNLQJ VXFK WKDW WKH DJJUHJDWH DPRXQW RI WKF
YDULDEOH FRPSHQVDWLRQ

I ,Q WKLV FDVH WKH &KLHI ([HFXWLYH 2IILFHU UHPDLQV VXEMHFW WR WKH WHUPV RI WKH SODQV LQFOX

7KH WDEOH EHORZ VXPPDUL]HVY DGMXVWPHQWY PDGH WR KRZ WKH FRPSHQVDWLRQ SROLF\ IF
EHHQ WKRURXJKO\ GLVFXVVHG ZLWK RXU VKDUHKROGHUYV
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4 $QQXDO IL[HG FRPSHQVDWLRQ 4 $QQXDO YDULDEOH FRPSHQVDWLRQ
O $QQXDO IL[HG FRPSHQVDWLRQ LV LQFUHD\Y O 7KH TXDQWLWDWLYH FRPSRQHQW RI WKH REMHFWLYH
HITHFW IURP ILQDQFLDO KDV EHHQ FKDQJHG IURP WR PLQLF
O 6DQRIL QRZ SXEOLVKHVY WKH OHYHO RI DWWDLQPHQW
4 $QQXDO YDULDEOH FRPSHQVDWLRQ REMHFWLYHV RQ DQ H[ SRVW EDVLV
O 6DQRIL QRZ SXEOLVKHV WKH FRQWHQW RI
REMHFWLYH VXE FULWHULD a (TXLW\ EDVHG FRPSHQVDWLRQ
O I WKH &KLHI ([HFXWLYH 2IILFHU WDNHV UHWLUHPHQW
4 9DULDEOH HTXLW\ EDVHG FRPSHQVDWLRQ UHWLUHPHQW DJH EHIRUH WKH HQG RI WKH YHVWLQJ
O 7KH H[WHUQDO FULWHULRQ EDVHG RQ 7RW DOORFDWLRQ UDWH LV DSSRUWLRQHG RQ D SURUDWE
QR ORQJHU EH PHDVXUHG LQ DEVROXWH Y Rl WLPH IRU ZKLFK KH UHPDLQHG LQ WKH HPSOR\PHQ
WHUPV YDULDWLRQ IURP WKH SUHYLRXV L YHVWLQJ SHULRG

([HEXWLYH 2I1ILFHU DQ\ 765 OLQNHG SD\PH(
6DQRIL DFKLHYLQJ D UDQN JUHDWHU WKDC
765 SDQHO

$UUDQJIJHPHQWYV LQ IDYRU RI HITHFXWLYH RIILFHUV LQ RIILFH DV RI '"HFHPEHU WD
QGHPQLWLHV RU EHQHILWYV
SD \DEOH RU QG H QLWLHV

7RS XS SRWHQW OO\SD\DEOH SD\DEOH XQGHU
(IHEFXWLYH RIILFHW&RQWUDFW RI HPSOR\PHGWQVLRQ SODQ RQ FHVVDWLRQ RI RIILGRIQ FRPSHWH FODXVH
&KDLUPDQ RI WKH %RDUG 1R 1R 1R 1R
&KLHI ([HEXWLYH 2IILFHU 1R <HV <HV <HV
&RPSHQVDWLRQ DQG EHQHILWY RI DOO NLQGV SDLG GXULQJ RU DzZDUG

WR FRUSRUDWH RIILFHUV

7KH VHFWLRQ EHORZ FRQVWLWXWHV WKH UHSRUW RQ FRPSHQVDWLRQ RI FRUSRUDWH RIILF
&RGH 7KH DUUDQJHPHQWY GHVFULEHG WKHUHLQ ZLOO EH VXEPLWWHG IRU DSSURYDO E\ R
DSSURYH WKH ILQDQFLDO VWDWHPHQWYV IRU WKH \HDU HQGHG '"HFHPEHU SXUVXDQW Wi

%HFDXVH WKH &29,"' SDQGHPLF GLG QRW KDYH D PDMRU LPSDFW RQ WKH SHUIRUPDQFH RI
Rl WKH FRPSHQVDWLRQ RI FRUSRUDWH RIILFHUV LQ UHVSHFW RI

&RPSHQVDWLRQ HOHPHQWY DQG EHQHILWYV RI DOO NLQGYV SDLG GXULQJ
WR GLUHFWRUV WDEOH 1R Rl 7+( $)(3 0('() &RGH

7KH FRPSHQVDWLRQ SROLF\ IRU GLUHFWRUV DV GHVFULEHG DERYH LQ WKH VHFWLRQ HQWL
DPRXQW RI FRPSHQVDWLRQ DQG WKH SULQFLSOHV IRU DOORFDWLQJ WKH YDULDEOH SRUW
DSSURYHG E\ WKH $QQXDO *HQHUDO OHHWLQJ

'LUHFWRUVx FRPSHQVDWLRQ LQFOXGHY DQ DQQXDO IL[HG SD\PHQW DSSRUWLRQHG RQ D WL
\HDU DQG D YDULDEOH DPRXQW DOORFDWHG E\ WKH %YRDUG DFFRUGLQJ WR DFWXDO DWWH/
$)(3 0('() & RGH GLUHFWRUVx FRPSHQVDWLRQ LV DOORFDWHG SUHGRPLQDQWO\ RQ D YDULDE

YRU GLUHFWRUVx FRPSHQVDWLRQ ZDV GHWHUPLQHG LQ DFFRUGDQFH ZLWK WKH FRPSH
VHFWLRQ HQWLWOHG UO &RPSHQVDWLRQ SROLF\ IRU GLUHFWRUVU

7KH WDEOH EHORZ VKRZV DPRXQWYV SDLG LQ UHVSHFW RI DQG WR HDFK PHPEHU RI R}
RI RIILFH HQGHG GXULQJ WKRVH \HDUV

"LUHFWRUVx FRPSHQVDWLRQ IRU WKH DPRXQW RI ZKLFK ZDV DSSURYHG DW WKH %RDL
-X 0\ ZLWK DQ DGGLWLRQDO SD\PHQW LQ

"LUHFWRUVXx FRPSHQVDWLRQ IRU WKH DPRXQW RI ZKLFK ZDV DSSURYHG DW WKH %RDUC
-X 0\ ZLWK DQ DGGLWLRQDO SD\PHQW LQ
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&RPSHQVDWLRQ LQ UHVSHFW RI &RPSHQVDWLRQ LQ UHVSHFW RI
7RWDO DPRXQW
JL[HG 9DULDEQH[HG YDULDEOH )L[HG 9DULDEOH7RWDO JURVYV
1DPH SRUWLRQ SRUWLRQ SRUWLRQ SRUWLRQ SRUWLRRRPSHQVDWLRQ
/IDXUHQW $wwDO
(PPDQXHO %DEHDX 193 1% 1$

&KULVWRSKH %DEXOH
%HUQDUG &KDUO"V

5DFKHO 'XDQ

&ODXGLH +DLIQHU® 1$ 18 13

/LVH .LQJR

3DWULFN .URQ

‘ROI1JDQJ D] 18 18 18
%DUEDUD /BYHUQRV 18 18 18
J)DELHQQH /HFRUYDLVLHU

OHODQLH /HH

6XHW )HUQ /HH 193 1% 1$

0DULRQ #D'O'PH 1%

&DUROH 3LZQLFD

*LOOHV 6FKQHSS

&KULVWLDQ 8HQHFWDLUH

'"LDQH 6RX]D

7KRPDV 6% GKRI

<DQQ 7UDQ K L M 18 18 18

7RWDO
7RWDO

7KH DPRXQWYV UHSRUWHG DUH JURVY DPRXQWYV EHIRUH WD[HV

'LUHFWRU ZKR OHIW RIILFH RQ $SULO

'LUHFWRU ZKR OHIW RIILFH RQ 0D\

'LUHFWRU ZKR OHIW RIILFH RQ $SULO

'LUHFWRU DSSRLQWHG E\ WKH (XURSHDQ :RUNV &RXQFLO

'LUHFWRU DSSRLQWHG E\ WKH *HQHUDO OHHWLQJ RI $SULO

'LUHFWRU UHVLGHQW RXWVLGH )UDQFH EXW ZLWKLQ (XURSH

'LUHFWRU UHVLGHQW RXWVLGH (XURSH

'"LUHFWRU UHSUHVHQWLQJ HPSOR\HHV

&RPSHQVDWLRQ GXH WR &KULVWLDQ 6HQHFWDLUH DQG <DQQ 7UDQ LV SDLG GLUHFWO\ WR J©GOUDWLR!
'LUHFWRU DSSRLQWHG E\ WKH &)'7 WKH OHDGLQJ WUDGH XQLRQ RUJDQL]DWLRQ ZLWK 6DQRIL LQ )UDQ

Ir X~ - ITOTMmMO

(DFK RI WKH WZR GLUHFWRUV UHSUHVHQWLQJ HPSOR\HHV KDV D FRQWUDFW RI HPSOR\PH(
FRPSHQVDWLRQ XQUHODWHG WR WKHLU RIILFH DV GLUHFWRU &RQVHTXHQWO\ WKDW UHPXQ

9DULDEOH FRPSHQVDWLRQ DOORFDWHG WR GLUHFWRUV LQ UHVSHFW RI UHSUHVHQWHG

&RPSHQVDWLRQ DQG EHQHILWY RI DOO NLQGV SDLG GXULQJ RU DZDUG
"HLQEHUJ &KDLUPDQ RI WKH %RDUG RI 'LUHFWRUYV

6HUJH :HLQEHUJ KDV KHOG WKH RIILFH Rl &KDLUPDQ RI WKH %RDUG RI 'LUHFWRUV VLQFH OC
KDYH D FRQWUDFW RI HPSOR\PHQW ZLWK 6DQRIL

7KH &KDLUPDQ RI WKH %RDUG LV D PHPEHU Rl WKH $SSRLQWPHQWY *RYHUQDQFH DQG &65
WKH 6FLHQWLILF &RPPLWWHH DQG WKH 6WUDWHJ\ &RPPLWWHH

7KH UHPLW RI WKH &KDLUPDQ RI WKH %RDUG LV VSHFLILHG LQ WKH %RDUG &KDUWHU ZKLF
5HSRUW RQ )RUP )

'XULQJ WKH FRXUVH RI WKH &KDLUPDQxV DFWLYLWLHV LQFOXGHG

a FKDLULQJ DOO WKH PHHWLQJV RI WKH %RDUG RI 'LUHFWRUV HLJKW LQ DQG RI WKH &F
$SSRLQWPHQWV *RYHUQDQFH DQG &65 &RPPLWWHH ILYH PHHWLQJV RI WKH 6WUDWHJ\
&RPPLWWHH DQG SDUWLFLSDWLQJ LQ &RPPLWWHH PHHWLQJV WR ZKLFK KH ZDV LQYLWHG

a FORVH PRQLWRULQJ Rl WKH SURSHU LPSOHPHQWDWLRQ RI WKH GHFLVLRQV WDNHQ E\ WKH

a PHHWLQJV ZLWK GLUHFWRUV LQFOXGLQJ L RQ WKH DSSRLQWPHQW RI %DUEDUD /DYHU
UHSUHVHQWLQJ HPSOR\HHV WR H[SODLQ WR WKHP KRZ WKH %RDUG RSHUDWHY DQG DQVZtL
WKH %RDUGxV RSHUDWLQJ SURFHGXUHV DQG LLL RQ PDWWHUVY UHODWLQJ WR WKH SURM
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UHJXODU PHHWLQJV ZLWK WKH PHPEHUV RI WKH ([HFXWLYH &RPPLWWHH
PHHWLQJV ZLWK 6DQRIL HPSOR\HHV

PHHWLQJV ZLWK ELRWHFKY DQG PHGWHFKYV

RUJDQL]JLQJ WZR VWUDWHJI\ VHPLQDUV LQ ODUFK DQG 2FWREHU

UHSUHVHQWLQJ 6DQRIL DW HYHQWY RU RIILFLDO PHHWLQJVY LQ )UDQFH DQG DEURDG Z
VWDNHKROGHUV LQ OLQH ZLWK KLV UHPLW DV GHILQHG E\ WKH %RDUG &KDUWHU DQG

a SDUWLFLSDWLQJ LQ WKH SUHSDUDWLRQ DQG LPSOHPHQWDWLRQ RI )XWXUH &DUH

7KH &KDLUPDQ DOVR KDV D UROH LQ H[SODLQLQJ SRVLWLRQV WDNHQ E\ WKH %RDUG ZLWKL/
JRYHUQDQFH DQG H[HFXWLYH FRPSHQVDWLRQ ,Q IXUWKHUDQFH RI WKLV UROH BHUJH
FRPPXQLFDWLRQ LQ

a DQVZHULQJ OHWWHUV IURP LQYHVWRUYV DQG VKDUHKROGHUYV
a KROGLQJ PHHWLQJV ZLWK FHUWDLQ VKDUHKROGHUY DQG SUR[\ DGYLVRUV DQG
a DWWHQGLQJ D PHHWLQJ RI WKH ,QGLYLGXDO 6KDUHKROGHUV &RPPLWWHH DW 6DQRIL KH

Q@ 9 Q@

DFKLHYHG LQ DQG DQVZHULQJ TXHVWLRQV DERXW WKH &RPSDQ\xV ODWHVW QHZV IXW)>

7KRVH WDVNV ZHUH FDUULHG RXW LQ FRRUGLQDWLRQ ZLWK WKH &KLHI ([HFXWLYH 2I1ILFHU
&RPSHQVDWLRQ DZDUGHG LQ UHVSHFW RI WKH ILQDQFLDO \HDU

2Q 0DUFK DFWLQJ RQ D UHFRPPHQGDWLRQ IURP WKH &RPSHQVDWLRQ &RPPLWWHH WK

6HUJH :HLQEHUJxV FRPSHQVDWLRQ IRU WKH ILQDQFLDO \HDU WDNLQJ LQWR DFFRXQW W

WKH ZRUN Rl WKH %RDUG DQG LQ EURDGHU FRUSRUDWH JRYHUQDQFH PDWWHUYV

YRU WKH ILQDQFLDO \HDU 6HUJH :HLQEHUJxV DQQXDO IL[HG FRPSHQVDWLRQ ZDV >

,Q OLQH ZLWK RXU FRPSHQVDWLRQ SROLF\ IRU WKH &KDLUPDQ RI WKH %RDUG DV DSSURYF

$SULO KH GLG QRW UHFHLYH DQ\ YDULDEOH FRPSHQVDWLRQ DQG ZDV QRW DZDUGHG

QR FRPSHQVDWLRQ IRU VHUYLQJ DV D GLUHFWRU DQG QR FRPSHQVDWLRQ IURP DQ\ FRPSDQ

PHDQLQJ RI $UWLFOH / RI WKH JUHQFK &RPPHUFLDO &RGH

7KH DPRXQW UHSRUWFLQG ‘G QH I L WWOLDQVMY WR D FRPSDQ\ FDU ZLWK D GULYHU

6HUJH :HLQEHUJ LV QRW FRYHUHG E\ WKH 6DQRIL GHILQHG FRQWULEXWLRQ SHQVLRQ SODQ
&RPSHQVDWLRQ RSWLRQV DQG VKDUHV DZDUGHG WR 6HUJH :HLQEHUJ WDEOH 1R R

&RPSHQVDWLRQ DZDUGHG IRU WKH \HDU GHWDLOV SURYLGHG LQ WKH IROORZLQJ WDEOH

9DOXDWLRQ RI VWRFN RSWLRQV DZDUGHG GXULQJ WKH \HDU 13 13
9DOXDWLRQ RI SHUIRUPDQFH VKDUHY DZDUGHG GXULQJ WKH \HDU 13 13
9DOXDWLRQ RI RWKHU ORQJ WHUP FRPSHQVDWLRQ SODQV 13 13
7TRWDO

&RPSHQVDWLRQ DZDUGHG WR 6HUJH :HLQEHUJ WDEOH 1R RI WKH $)(3 0('() &RGH

$PRXQWV $PRXQWYV $PRXQWYV $PRXQWV
GXH SDLG GXH SDLG
JL[IHG FRPSHO®VDWLRQ
$QQXDO YDULDEOH FRPSHQVDWLRQ 1% 19 19 18
([FHSWLRQDO FRPSHQVDWLRQ 1% 19 19 18
&RPSHQVDWLRQ IRU VHUYLQJ DV D GLUHFWRU 1% 19 19 18

%HQHILWV LQ NLQG
7RWDO

7KH DPRXQWYV UHSRUWHG DUH JURVYVY DPRXQWY EHIRUH WD[HV
D )L[HG FRPSHQVDWLRQ GXH LQ UHVSHFW RI D JLYHQ \HDU LV SDLG GXULQJ WKDW \HDU
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&RPSHQVDWLRQ DQG EHQHILWY RI DOO NLQGV SDLG GXULQJ RU DZDUG
+XGVRQ &KLHI ([HFXWLYH 2IILFHU

3DXO +XGVRQ KDV VHUYHG DV &KLHI ([HFXWLYH 2IILFHU Rl 6DQRIL VLQFH 6HSWHPEHU |

3DXO +XGVRQ GRHV QRW KDYH D FRQWUDFW RI HPSOR\PHQW ZLWK 6DQRIL DQG UHFHLYHV C
VFRSH RI FRQVROLGDWLRQ ZLWKLQ WKH PHDQLQJ RI $SUWLFOH / RI WKH )UHQFK &RPPHU

&RPSHQVDWLRQ DZDUGHG WR 3DXO +XGVRQ WDEOH 1R RI WKH $)(3 0('() &RGH

&RPSHQVDWLRQ DZDUGHG IRU WKH \HDU GHWDLOV SURYLGHG LQ WKH IROORZLQJ WDEOH o
9DOXDWLRQ RI SHUIRUPDQFH VKDURY DZDUGHG GXULQJ WKH \HDU
7RWDO E D

D ‘HLJKWLQJ EHWZHHQ L IDLU YDOXH GHWHUPLQHG XVLQJ WKH ORQWH &DUOR PRGHO DQG LL PDUNHW
H[SHFWHG GXULQJ WKH YHVWLQJ SHULRG

E ,QGLFDWLYH DPRXQW VHH IRRWQRWHV E DQG F WR WKH WDEOH EHORZ

7KH SDUDPHWHUV XVHG WR FDOFXODWH WKH YDOXDWLRQV DUH PDUNHW SDUDPHWHUYV DYDL(
JL[HG DQG YDULDEOH FRPSHQVDWLRQ DZDUGHG WR 3DXO +XGVRQ WDEOH 1R Rl WKH

$PRXQWYV $PRXQWYV $PRXQWYV $PRXQWV
GXH SDLG GXH SDLG
JLIHG FRPSHQ@VDWLRQ b
$QQXDO YDULDEOH® FRPSHQVDWLRQ
&DVK ERQXV VLJG RQ ERQXV ¢ F
([FHSWLRQDO FRPSHQVDWLRQ 18 18
&RPSHQVDWLRQ IRU VHUYLQJ DV D GLUHFWRS 18
%HQHILWYV LQ NLQG

7TRWDO

‘

7KH DPRXQWYV UHSRUWHG DUH JURVYV DPRXQWYV EHIRUH WD[HV

D )L[HG FRPSHQVDWLRQ GXH LQ UHVSHFW RI D JLYHQ \HDU LV SDLG GXULQJ WKDW \HDU

E 9DULDEOH FRPSHQVDWLRQ LQ UHVSHFW RI D JLYHQ \HDU LV GHWHUPLQHG DW WKH VWDUW Rl WKH IR
VXEMHFW WR VKDUHKROGHU DSSURYDO

F &DVK ERQXV LQ UHVSHFW RI WKH ILQDQFLDO \HDU )LUVW 7UDQFKH RI WKH 3KDQWRP 6WRFN 8QLW
VHH VHSDUDWH VHFWLRQ EHORZ 7KH %RDUG PHHWLQJ RI ODUFK IRUPDOO\ QRWHG WKH DWWDI
DOORFDWLRQ UDWH 3DXO +XGVRQ ZDV DZDUGHG S3KDQWRP 6WRFN 8QLWV LQ UHVSHFW RI 7KH
WKH 3KDQWRP 6WRFN 8QLWY GHWHUPLQHG DV RI ODUFK WKH YHVWLQJ GDWH RI WKH )LUVW

G &DVK ERQXV LQ UHVSHFW RI WKH ILOQDQFLDO \HDU 6HFRQG 7UDQFKH RI WKH 3KDQWRP 6WRFN 8QLV
VHH VHSDUDWH VHFWLRQ EHORZ 7KH %RDUG PHHWLQJ RI )HEUXDU\ IRUPDOO\ QRWHG WKH DWW
DOORFDWLRQ UDWH 3DXO +XGVRQ ZDV DZDUGHG 3KDQWRP 6WRFN 8QLWYV LQ UHVSHFW RI 7K
LQGLFDWLRQ DQG LV GHWHUPLQHG E\ UHIHUHQFH WR WKH DYHUDJH RSHQLQJ SULFH RI 6DQRIL VKDU
SUHFHGLQJ )HEUXDU\ WKH GDWH RI WKH %RDUG PHHWLQJ WKDW GHWHUPLQHG WKH FRPSRQHQ
YDOXDWLRQ RI WKH 3KDQWRP 6WRFN 8QLWYV ZLOO EH GHWHUPLQHG DV RI ODUFK WKH YHVWI
QXPEHU RI 3KDQWRP 6WRFN 8QLWY PXOWLSOLHG E\ WKH YDOXH RI 6DQRIL VKDUHV GHWHUPLQHG E\ |
(XURQH[W 3DULV GXULQJ WKH WuUDGLQJ GD\V LPPHGLDWHO\ SUHFHGLQJ WKH YHVWLQJ GDWH DQG ZL

WKH ERQXV LV FRQWLQJHQW RQ 3DXO +XGVRQ UHPDLQLQJ LQ SRVW DV RI ODUFK DQG LV VXEMHF
0D\

H ,QGLFDWLYH DPRXQW VHH QRWH G DERYH

JL[HG DQG YDULDEOH FRPSHQVDWLRQ

2Q )HEUXDU\ DFWLQJ RQ D UHFRPPHQGDWLRQ IURP WKH &RPSHQVDWLRQ &RPPLW
FRPSRQHQWYV RI 3DX0O +XGVRQxV FRPSHQVDWLRQ IRU WKH ILQDQFLDO \HDU

7KH &KLHI ([HFXWLYH 2I1ILFHU V DQQXDOULVHV L DQQXDO IL[HG JURVV FRPSHQVDWLRQ RI
RXU FRPSHQVDWLRQ SROLF\ IRU WKH &KLHI ([HFXWLYH 2IILFHU DV DSSURYHG E\ RXU VKDUH|I
DQG LL DQQXDO YDULDEOH FRPSHQVDWLRQ LQ D UDQJH IURP  WR RI KLV DQQXDO IL[H(
ERWK TXDQWLWDWLYH DQG TXDOLWDWLYH FULWHULD

7KH REMHFWLYHV DSSOLFDEOH WR DQQXDO YDULDEOH FRPSHQVDWLRQ DUH EDVHG RQ ILC
FDVK IORZ %2, PDUJLQ DQG JURZWK RI QHZ DVVHWYV HDFK DFFRXQWLQJ IRU RQH ILIWK C
WKH LQGLYLGXDO REMHFWLYHV VHW E\ WKH %RDUG ZHUH

EXVLQHVV WUDQVIRURDWLWQWLYHYREMHFWLYH

RUJDQL]DWLRQ DQG BHRSDWDWLY® REMHFWLYH
GHYHORSPHQW SLSHEDQWLWDWODPK REMHFWLYH
&65 OXDQWLWDOWDOHVDDWBLYH REMHFWLYH

o Q Q
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%RDUG HVWDEOLVKHG D SUHFLVH PDWUL[ IRU GHWHUPLQLQJ HEL

WKH

$W WKH VWDUW RI
WKH OHYHO RI

IRU WKH TXDQWLWDWLYH FULWHULD QRU

,Q HYDOXDWLQJ WKRVH FULWHULD WKH SHUI

DWWDLQPHQW UHTXLUHG WDUJHW
ZHUH SUH GHWHUPLQHG RQ D SUHFLVH EDVLV

WDNHQ LQWR DFFRXQW

'L

%RDUG RI

HDFK FULWHULRQ DQG VXE FULWHULRQ 7KH %RDUGxV FRQFOXVLRQ

IURP WKH &RPSHQVDWLRQ &RPPLWWHH WKH

$FWLQJ RQ D UHFRPPHQGDWLRQ

DWWDLQPHQW OHYHO RI

FRPS

7\SH

&ULWHULRQ

JLQDQFLDO REMHFWLYHYV

AXDQWLWDWLYH

6DOHV JURZWK

0
%XVLQHVV QHW LQFRRMDQWLWDWLYH

AXDQWLWDWLYH

JUHH &DVK )ORZ

4XDQWLWDWLYH

PDUJLQ

%2,

*URZWK LQ QHZ NH\ D¥YXBQWLWDWLYH

,QGLYLGXDO REMHFWLYHV

AXDQWLWDWLYH

%XVLQHVV 7UDQVIRUPDWLRQ

VIRUPDWLR
J
D
Q

4XDOLWDWLYH

LWDWLYH
WDWLYH

W
H
L

4XDQ
2UJDQL]DWLRQ DQG 3HRSO
4XDO

DQL]DWLRQ

a&OHDU REMHFWLYHV VHW

SULRUL

SLOODUV

O\ ODXQFKHG DQ
P
o

DKHDG RI WDUJHW

UHQHZDEOH HQHUJ\
o
S
D
S
R

*XAXDQWLWDWLYH
4XDOLWDWLYH

PHQW
L
WPHQWYV

KDQFH
6DQRI
PPL

&65

J
R
Q

—Xw

&65

FHU +HDG RI (WKLFV
LUHG

\

K

LFH
KLU

|
\
H

H 21
LW\
KL
W
F

UFHPHQW
J
H
v

AXDQWLWDWLYH

3LSHOLQH

7TRWDO

RI KLV IL[HG FRPSHQVD!

HTXLYDOHQW WR
3DX0 +XGVRQxV YDULDEOH FRPSHRYD@HRLRID L\GI DUH V. FHFRWQ WIL QUKHQW RQ DSSURY

$FWLQJ RQ D UHFRPPHQGDWLRQ IURP WKH &RPSHQVDWLRQ &RPPLWWHH WKH %RDUG RI 'LUH
YDULDEOH FRPSHQVDWLRQ IRU

3D\PHQW RI
SDENDJH E\

RQ WKH WHUPV \

*HQHUDO OHHWLQJ

WKH VKDUHKROGHUV LQ DQ 2UGLQDU\

&RPPHUFLDO &RGH

SKDQWRP VWRFN XQLWYV
+DYLQJ ZDLYHG DOO HTXLW\ EDVHG FRPSHQVDWLRQ QRW \HW YHVWHG RQ OHDYLQJ KLV SU

6DQRIL D PHGLXP WHUP LQFHQWLYH SODQ XQGHU ZKLFK KH FDQ EH SDLG D FDVK ERQXV

)

)250
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FRQGLWLRQV 8QGHU WKH WHUPV RI WKH SODQ ZKLFK FRPSHQVDWHV IRU DURXQG RI '\
DZDUGHG SKDQWRP VWRFN XQLWV YHVWLQJ RI ZKLFK LV FROWLQJHQW RQ L KLV FRQWLQX
ZLWK WKH DWWDLQPHQW OHYHO RI WKRVH FRQGLWLRQV WR EH GHWHUPLQHG IRU KDOI RI W|
WKH U)LUVW 7UDQFKHU DQG IRU WKH RWKHU KDOI RI WKH DZDUG L H SKDQWRP VWRFI

2Q H[SLU\ RI WKH YHVWLQJ SHULRGY PHQWLRQHG EHORZ WKH SKDQWRP VWRFN XQLWYV ZLO
HQWLWOLQJ 3DXO +XGVRQ WR D FDVK ERQXV HTXDO WR WKH WRWDO QXPEHU RI SKDQWRP V\
DV WKH DYHUDJH RI WKH RSHQLQJ TXRWHG PDUNHW SULFHV RI 6DQRIL VKDUHV RQ (XURC
YHVWLQJ GDWH

7KH SKDQWRP VWRFN XQLWY DUH VXEMHFW WR WKH IROORZLQJ SHUIRUPDQFH FRQGLWLRQV
a DWWDLQPHQW OHYHO IRU EXVLQHVV QHW LQFRPH %1, FRXQWLQJ WRZDUGYV RI WKH ILC
4 DWWDLQPHQW OHYHO IRU IUHH FDVK IORZ )&) FRXQWLQJ WRZDUGYV RI WKH ILQDO DZDlL

a D SHUIRUPDQFH FULWHULRQ EDVHG RQ WRWDO VKDUHKROGHU UHWXUQ 765 DV FRPSDUF
FRXQWLQJ WRZDUGYV RI WKH ILQDO DZDUG ,Q DGGLWLRQ WR 6DQRIL WKH SDQHO FRQVL
0O\HUV 6TXLEE ,QF (OL /LOO\ DQG &RPSDQ\ ,QF *OD[R6PLWK.OLQH SOF -RKQVRQ -RKQV
5RFKH +ROGLQJ /WG

7KH UHIHUHQFH SHULRGV IRU DVVHVVLQJ WKH SHUIRUPDQFH FRQGLWLRQV UHODWLQJ WR %1

a -DQXDU\ WKURXJK '"HFHPEHU IRU WKH SKDQWRP VWRFN XQLWV ZLWK LC
JLUVW 7UDQFKH DQG

a -DQXDU\ WKURXJK 'HFHPEHU IRU WKH SKDQWRP VWRFN XQLWV ZLWK D
6HFRQG 7UDQFKH

7KH UHIHUHQFH SHULRGV IRU DVVHVVLQJ WKH SHUIRUPDQFH FRQGLWLRQV UHODWLQJ WR 76!

a ILQDQFLDO \HDU YHUVXV ILQDQFLDO \HDU IRU WKH SKDQWRP VWRFN XQLWYV
JLUVW 7UDQFKH DQG
a ILQDQFLDO \HDU YHUVXV ILQDQFLDO \HDU IRU WKH SKDQWRP VWRFN XQLWYV

6HFRQG 7UDQFKH
7KH JOREDO DOORFDWLRQ UDWH LV FDOFXODWHG XVLQJ WKH UXOHV VHW IRUWK EHORZ
L $WWDLQPHQW OHYHO IRU %1,

7KLY SHUIRUPDQFH FULWHULRQ FRUUHVSRQGY WR WKH DYHUDJH DFWXDO WR EXGJHW UDWLI
ZLOO EH GLIITHUHQW IURP RQH ILQDQFLDO \HDU WR WKH QH[W DQG ZLOO EH DSSURYHG E\ Wt

JRU HDFK ILQDQFLDO \HDU ZLWKLQ WKH YHVWLQJ SHULRG D SHUFHQWDJH ZLOO EH FDOFXC
DFWXDO %1, WR EXGJHWHG %1, 7KDW UDWLR LV UHIHUUHG WR DV WKH UDQQXDO DFWXDO WHF

$W WKH HQG RI WKH YHVWLQJ SHULRG WKH DULWKPHWLFDO DYHUDJH RI WKH DQQXDO DFW
WKDW SHULRG WKH DFWXDO WR EXGJHW %1, DWWDLQPHQW OHYHO RU U%U ZLOO EH FDO
FRUUHVSRQGLQJ WR WKDW DWWDLQPHQW OHYHO DV LQGLFDWHG EHORZ

%1, DFWXDO WR EXGJHW DWWDLQPHQW OHYHO U%U %1, DOORFDWLRQ UDW|
% LV

I %

% LV ! EXW > % [ @

% LV 9 EXW 8 %

% LV ! EXW > % [ @

1 % LV 9

LL $WWDLQPHQW OHYHO IRU IUHH FDVK IORZ )&)
7KLY SHUIRUPDQFH FULWHULRQ FRUUHVSRQGYVY WR WKH DYHUDJH DFWXDO WR EXGJHW UDWLF

%XGJHWHG )&) ZLOO EH GLIIHUHQW IURP RQH ILQDQFLDO \HDU WR WKH QH[W DQG ZLOO EH I
ILQDQFLDO \HDU
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JRU HDFK ILQDQFLDO \HDU ZLWKLQ WKH YHVWLQJ SHULRG D SHUFHQWDJH ZLOO EH FDOFXC
DFWXDO )&) WR EXGJHWHG )&) 7KDW UDWLR LV UHIHUUHG WR DV WKH DQQXDO DFWXDO WR E
WKH DULWKPHWLFDO DYHUDJH RI WKH DQQXDO DFWXDO WR EXGJHW )&) DWWDLQPHQW OHYH
)&) DWWDLQPHQW OHYHO RU U)U ZLOO EH FDOFXODWHG DQG WKH %RDUG ZLOO GHWHUPLQ
DV LQGLFDWHG EHORZ

)&) DFWXDO WR EXGJHW DWWDLQPHQW OHYHO U)U )&) DOORFDWLRQ UDWH
)LV

)LV EXW > ) [ @

)

)LV EXW >) [ @

)

)LV ! EXW )

)LV 9

LLL $WWDLQPHQW OHYHO IRU 765

JRU WKH YHVWLQJ SHULRG WKH WRWDO VKDUHKROGHU UHWXUQ 765 SHUIRUPDQFH FRQGLW
6DQRIL VKDUHV SOXV GLYLGHQGYV SHU VKDUH

7KH 765 REWDLQHG ZLOO EH FRPSDUHG ZLWK WKDW RI HDFK RI WKH FRPSDQLHV LQ WKH S
DJDLQVW WKRVH FRPSDQLHV 7KH 765 DOORFDWLRQ UDWH ZLOO EH DVVHVVHG RQ WKH EDVL)\

765 DOORFDWLRQ UDWH FDOFXODWLRQ

a Ll 6DQRILxV 765 LV EHORZ 0 WKH 765 DOORFDWLRQ UDWH ZLOO EH O 0 EHLQJ WKH PHGLI
a LI 6DQRILxV 765 LV 0 WKH 765 DOORFDWLRQ UDWH ZLOO EH

a Ll 6DQRILxV 765 LV HTXDO WR WKH LQWHUPHGLDWH OHYHO WKH 765 DOORFDWLRQ UDWH Z
a

LI 6DQRILXxV 765 LV 9 + WKH 765 DOORFDWLRQ UDWH ZLOO EH O + EHLQJ WKH KLJK
SHUIRUPDQFH Rl FRPSDQLHV LQ WKH SDQHO UDQNHG VW DQG QG DQG

a Ll 6DQRILxV 765 LV DERYH 0 EXW EHORZ + WKH 765 DOORFDWLRQ UDWH ZLOO EH FDOFXOD!
7KH QXPEHU RI SKDQWRP VWRFN XQLWYV DFWXDOO\ YHVWLQJ GHSHQGYVY RQ WKH RYHUDOO DC

DYHUDJH RI WKH EXVLQHVV QHW LQFRPH DOORFDWLRQ UDWH WKH )&) DOORFDWLRQ LU
SHULRG

7KH %RDUG OHHBUWXRQDURI GHWHUPLQHG WKH DWWDLQPHQW DSSOLFDEOH WR WKH 6HFRQC
WR DZDUG SKDQWRP VWRFN XQLWV WR 3DXO +XGVRQ

7KH DWWDLQPHQW OHYHO RI WKH 3KDQWRP 6WRFN 8QLWY SHUIRUPDQFH FRQGLWLRQV IRU

$WWDLQPHQW OHYHO $OORFDWLRQ UDWH
3HUIRUPDQFH FULWHULRQ ORZHU XSSHU OLPLWMLIJKW $SWWDLQPHQW OHYAHLJIJKWHG
%XVLQHVV 1HW ,QFRPH %1, WR
JUHH &DVK )ORZ )&) WR
7RWDO 6KDUHKROGHU 5HWXUQ 765 WR

2YHUDOO $OORFDWLRQ 5DWH

7KH DPRXQW Rl WKH FDVK ERQXV SD\DEOH LQ WKLV UHVSHFW ZLOO EH HTXDO WR WKH WRW
WKH 6DQRIL VKDUH ZLWK UHIHUHQFH WR WKH DYHUDJH RSHQLQJ SULFH RI WKH 6DQRIL VKDU
SUHFHGLQJ ODUFK YHVWLQJ GDWH 7KLV DPRXQW ZLOO EH GLVFORVHG RQ WKH 6DC
&RPSHQVDWLREQW RI WKDW DPRXQW LV FRQWLQJHQW RQ 3DXO +XGVRQ UHPDLQLQJ LQ SRV
E\ WKH 2UGLQDU\ *HQHUDO OHHWLQJ RI WKH &KLHI ([HFXWLYH 2IILFHUXxV FRPSHQVDWLRQ SD
WKH JUHQFK &RPPHUFLDO &RGH

(TXLW\ EDVHG FRPSHQVDWLRQ

8VLQJ WKH DXWKRUL]DWLRQV JUDQWHG E\ RXU VKDUHKROGHUV YLD WKH WK UHVROXWLRQ
RQ WKH UHFRPPHQGDWLRQV RI WKH &RPSHQVDWLRQ &RPPLWWHH WKH %RDUG RI 'LUHFWRUYV

SHUIRUPDQFH VKDUHV 7KH YDOXDWLRQ RI WKDW DZDUG DV RI $SULO GHWHUPL
PDUNHW UHODWHG FRQGLWIOXKQY R2 QM PMR KLV IL[HG FRPSHQVDWLRQ

7KH HQWLUH DPRXQW RI WKH DZDUG LV FRQWLQJHQW XSRQ ERWK LQWHUQDO FULWHULD ED\
DQG XSRQ DQ H[WHUQDO FULWHULRQ EDVHG RQ WRWDO VKDUHKROGHU UHWXUQ 765 Ut
SKDUPDFHXWLFDO FRPSDQLHV SOXV 6DQRIL $PJHQ $VWUD=HQHFD SOF %D\HU $* %ULV\
*OD[R6PLWK.OLQH SOF -RKQVRQ -RKQVRQ ,QF OHUFN ,QF 1RYDUWLV $* 1RYR 1RUGLVN 3

7R DOLJQ HTXLW\ EDVHG FRPSHQVDWLRQ RQ RXU PHGLXP WHUP SHUIRUPDQFH D WKUHH \HD!
7KH DERYH FULWHULD ZHUH VHOHFWHG EHFDXVH WKH\ DOLJQ PHGLXP WHUP HTXLW\ EDVHG F
7KH DUUDQJHPHQWY UHODWLQJ WR WKHVH DZDUGYV DUH DV IROORZV
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a 7KH SHUIRUPDQFH FULWHULRQ EDVHG RQ %1, DFFRXQWYV IRU RI WKH DZDUG 7KDW FULV
UDWHV RI DFWXDO %1, WR EXGJHWHG %1, ,W UHSUHVHQWY WKH DYHUDJH DFWXDO WR EX
GHULYHG IURP WKH EXGJHW DV DSSURYHG E\ WKH %RDUG RI 'LUHFWRUV DW WKH EHJLQQL
ORZHU WKDQ WKH ERWWRP HQG RI WKH IXOO \HDU JXLGDQFH UDQJH SXEOLFO\ DQQRXQFHC

OHYHO LV OHVV WKDQ WKH FRUUHVSRQGLQJ SHUIRUPDQFH VKDUHY DUH IRUIHLWHG
%1, DFWXDO WR EXGJHW DWWDLQPHQW OHYHO U%U %1, DOORFDWLRQ UDW
%
%
% LV ! EXW > % [ @
I % LV 9 EXW 8 %
% LV ! EXW > % [ @
% LV 9
a 7KH )&) FULWHULRQ DFFRXQWV IRU RI WKH DzZzDUG 7KLV FULWHULRQ ZDV VHOHFWHG

REMHFWLYHV DQG LV WUDQVSDUHQW ERWK ZLWKLQ DQG RXWVLGH WKH FRPSDQ\

7KH )&) FULWHULRQ UHSUHVHQWY WKH DYHUDJH DFWXDO WR EXGJHW )&) UDWLR DWWDLQHG
EHORZ ZKLFK VRPH RU DOO RI WKH SHUIRUPDQFH VKDUHYV DUH IRUIHLWHG

)&) DFWXDO WR EXGJHW DWWDLQPHQW OHYHO U)0 )&) DOORFDWLRQ UDWH

1)LV 8

) LV EXW > ) [ @

)

) Lv ! EXW >) 0 [ @

)

) LV EXW )

) Lv o9

p 7KH 765 FULWHULRQ DFFRXQWV IRU Rl WKH DzZzDUG 7RWDO VKDUHKROGHU UHWXUQ 76
VKDUHV WKH LQFUHDVH LQ WKH VKDUH SULFH FRPSDULQJ WKH DYHUDJH RSHQLQJ
WKURXJK '"HFHPEHU DQG IURP -DQXDU\ WKURXJK '"HFHPEHU DQG WKH Y

GLYLGHQGYV LH WKH WZR VRXUFHV RI UHWXUQ RQ LQYHVWPHQW LQ 6DQRIL VKDUHV 2X
FRPSDQLHV OLVWHG DERYH 7KH QXPEHU RI SHUIRUPDQFH VKDUHV YHVWLQJ GHSHQGV X
FRPSDQLHV LQ WKH SDQHO %HORZ WKH FRUUHVSRQGLQJ SHUIRUPDQFH VKDUHYV DUH IR

O PHGLDQ 765 UO0U LV WKH SHUIRUPDQFH Rl WKH FRPSDQ\ UDQNHG WK LQ WKH SDQHO

O WKH XSSHU ERXQG U+0U LV WKH DULWKPHWLFDO DYHUDJH RI WKH SHUIRUPDQFHV RI WK
O WKH LQWHUPHGLDWH OHYHO LV FDOFXODWHG DV 0 > +00 @

7KH 765 DOORFDWLRQ UDWH ZLOO EH FDOFXODWHG DV IROORZV EDVHG RQ 6DQRILxV UDQN
O LI 6DQRILxV 765 LV EHORZ 0 WKH 765 DOORFDWLRQ UDWH ZLOO EH

O LI 6DQRILXV 765 LV 0 WKH 765 DOORFDWLRQ UDWH ZLOO EH

O LI 6DQRILXV 765 LV HTXDO WR WKH LQWHUPHGLDWH OHYHO WKH 765 DOORFDWLRQ UDWH
O LlI 6DQRILXV 765 LV 9 + WKH 765 DOORFDWLRQ UDWH ZLOO EH DQG

OLI 6DQRILxV 765 LV DERYH 0 EXW EHORZ + WKH 765 DOORFDWLRQ UDWH ZLOO EH FDOFXO

3DX0O +XGVRQ LV XQGHU DQ REOLJDWLRQ WR UHWDLQ XQWLO KH FHDVHV WR KROG RIILFH I
RI WD[HVY DQG VRFLDO FRQWULEXWLRQV DULVLQJ RQ WKH YHVWLQJ RI KLV SHUIRUPDQFH VK

,Q FRPSOLDQFH ZLWK WKH $)(3 0('() &RGH DQG RXU %RDUG &KDUWHU 3DXO +XGVRQ KDV XQf
RU KHGJLQJ WUDQVDFWLRQV DQG VR IDU DV WKH &RPSDQ\ LV DZDUH QR KHGJLQJ LQVWUXPH

‘H SXEOLVK LQ RXU $QQXDO 5HSRUW WKH OHYHO RI DWWDLQPHQW GHWHUPLQHG E\ WKH %
HTXLW\ EDVHG FRPSHQVDWLRQ SODQV DZDUGHG WR WKH &KLHI ([HFXWLYH 2IILFHU 7KH %RI
RXU VKDUHKROGHUV WR EHWWHU XQGHUVWDQG WKH GHPDQGLQJ QDWXUH RI WKH SHUIRUPDC

,Q WKH LQWHUHVWY RI WUDQVSDUHQF\ ZH GLVFORVH EHORZ DWWDLQPHQW OHYHOV DQG D
EDVHG FRPSHQVDWLRQ SODQV DZDUGHG WR RXU &KLHI ([HFXWLYH 2IILFHU EHDULQJ LQ PLQ
DZDUGHG WR KLV SUHGHFHVVRU DV &KLHI ([HFXWLYH 2IILFHU
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$WWDLQPHQW OHYHO $OORFDWLRQ UDWH
%1, 52% 765
0D\ SODQV
DERYH WDUJHW W'R1
L H VWRFN
RSWLRQV DQG
SHUIRUPDQFH VKDUHV
0D\ SODQV wig
L H VWRFN
RSWLRQV DQG
SHUIRUPDQFH VKDUHV
%1, )&) 765
$SULO SODQV
FDSSHG DW WKR
L H VWRFN
RSWLRQV DQG
SHUIRUPDQFH VKDUHV
3HUIRUPDQFH VKDUHV DZDUGHG WR 3DXO +XGVRQ LQ WDEOH 1R RI WKH $)(3 0('()
1XPEHU RI
SHUIRUPDQFH
9DOXDWLRWQKRIUHY DZDUGHG 9HVWLQJ $YDLODELOBMUIRUPDQFH
6RXUFH 30DQ GDWH SHUIRUPDQFH VK®XWNVQJ WKH SHULRG GDWH GDWH FRQGLWLRQV
6DQRIL <HV

D 8QGHU WKH WHUPV RI RXU %RDUG &KDUWHU 3DXO +XGVRQ LV UHTXLUHG WR UHWDLQ D TXDQWLW\ RI \
RI WKH VKDUHV QHW RI WKH DVVRFLDWHG WD[HV DQG VRFLDO FRQWULEXWLRQV

(DFK SHUIRUPDQFH VKDUH DZDUGHG RQ $SULO ZDV YDOXHG DW YDOXLQJ WKH WHF
7KH *HQHUDO OHHWLQJ RI $SULO GHFLGHG WR UHVWULFW WKH QXPEHU RI SHUIRUPDQ

RI WKH RYHUDOO OLPLW RI WKH VKDUH FDSLWDO 7KH QXPHSUHVHQWYV D WE&HGW
OLPLW DSSURYHG E\ WKDW OHHWLQJ DQG RI RXU VKDUH FDSLWDO DW WKH GDWH RI JUD
3HUIRUPDQFH VKDUHYVY DZDUGHG WR 3DXO +XGVRQ ZKLFK EHFDPH DYDLODEOH LQ W
%HFDXVH 3DXO +XGVRQ WRRN RIILFH RQ 6HSWHPEHU KH ZDV QRW DZDUGHG DQ\ SHUI
&RQVHTXHQWO\ QR SHUIRUPDQFH VKDUHV EHFDPH DYDLODEOH WR KLP LQ

1XPEHU RI
9DOXDWLRQHUIRUPDQFH
RI SHUIRUPDWQKMUHY DZDUGHG 9HVWLQJ $YDLODELOLWMUIRUPDQFH

6RXUFH 30DQ GDWH VKDUHV GXULQJ WKH SHULRG GDWH GDWH FRQGLWLRQV
6DQRIL l¢) o} 1RQH (¢} o o)

3HQVLRQ ULJKWV

3DX0 +XGVRQ LV HQWLWOHG WR EHQHILWYV XQGHU WKH WRS XS GHILQHG FRQWULEXWLRQ SH
WKH WHUPV Rl WKH SODQ WKH &KLHI ([HFXWLYH 2IILFHU UHFHLYHV VXEMHFW WR DWWDLQP
WR Rl KLV UHIHUHQFH FRPSHQVDWLRQ DQQXDO IL[HG DQG YDULDEOH FRPSHQVDWLRQ

7KH SHUIRUPDQFH FRQGLWLRQ IRU WKH YHVWLQJ RI SHQVLRQ ULJKWV LV OLQNHG WR WKI

FRPSHQVDWLRQ 7KH %RDUG RI 'LUHFWRUV DW LWV PHHWLQJ RI )HEUXDU\ DVFHUWDL

QRWLQJ WKDW WKH DWWDLQPHQW OHYHO IRU WKH YDULDEOH SRUWLRQ RI 3DXO +XGVRQ x\
Rl KLV IL[HG FRPSHQVDWLRQ

7KH DQQXDO JURVV FRQWULEXWLRQ LV SDLG DV IROORZYV
a DV D JURVV LQVXUDQFH SUHPLXP WR WKH IXQG PDQDJHU O WKH DPRXQW GXH WR WKH I

a WR 3DXO +XGVRQ WR LQGHPQLI\ KLP IRU WKH VRFLDO VHFXULW\ DQG WD[ FKDUJHV IRU
GXH WR 3DX0O +XGVRQ ZLWK UHVSHFW WR ZDV VHW E\ WKH %RDUG RI 'LUHFWRUV DW LV

3D\PHQW RI WKRVH DPRXQWYV LV FRQWLQJHQW RQ DSSURYDO RI WKH &KLHI ([HFXWLYH 2IILF
2UGLQDU\ *HQHUDO OHHWLQJ RQ WKH WHUPV VWLSXODWHG LQ $UWLFOH / ., RI WKH )1

6RFLDO ZHOIDUH DQG KHDOWK LQVXUDQFH

3DXO +XGVRQ LV VXEMHFW WR EHQHILWYVY IURP DQG FROQWULEXWHVY WR WKH VDPH KHDOWK F
HPSOR\HHV RI 6DQRIL EDVHG LQ )UDQFH +H DOVR EHQHILWYV IURP DQ XQHPSOR\PHQW LQVXU

%HQHILWY LQ NLQG
7KH EHQHILWYV LQ NLQG UHFHLYHG EDOXHG DW DQG FRUUHVSRQG WR D FRPSDQ\ FDU Z|
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3D\ UDWLR EHWZHHQ FRPSHQVDWLRQ RI HIHFXWLYH RIILFHUV DQG DYHUD/J
6DQRIL HPSOR\HHV *+ FKDQJHV LQ FRPSHQVDWLRQ RI HIHFXWLYH RIILFHUYV
SHUIRUPDQFH RI 6DQRIL

7KLV LQIRUPDWLRQ LV GLVFORVHG LQ DFFRUGDQFH ZLWK $UWLFOH / p RI WKH )UH
WKH U3DFWHU ODZ

([SODQDWLRQV RI FDOFXODWLRQ PHWKRGY DQG RI \HDU RQ \HDU FKDQJHV LQ WKH H[HFXWLY

a4 7KH VFRSH LQFOXGHV 6DQRIL 6% WKH SDUHQW FRPSDQ\ DQG DOO RI LWV GLUHFW DQG L
PRUH WKDQ Rl WRWDO SD\UROO RI SHUPDQHQW HPSOR\HHV LQ )UDQFH 1R VHSDUDW
FRPSDQ\ DV WKH ORZ KHDGFRXQW DW 6DQRIL 6$ PHDQV WKDW VXFK UDWLRV ZRXOG QRW

a 7KH HPSOR\HH FRPSHQVDWLRQ XVHG LQ WKH FDOFXODWLRQ LV WKH IXOO WLPH HTXLYDO
OHDVW WZR ILQDQFLDO \HDUV RI XQLQWHUUXSWHG HPSOR\PHQW

a &RPSHQVDWLRQ LQFOXGHV IL[HG FRPSHQVDWLRQ DZDUGHG GXULQJ WKH UHIHUHQFH \HDU
DQG SDLG GXULQJ WKH UHIHUHQFH \HDU $00 FRPSHQVDWLRQ DPRXQWY DUH JURVYV DPRXQ

a ,Q RUGHU WR PDLQWDLQ FRQVLVWHQF\ ZH KDYH H[FOXGHG IURP WKH QXPHUDWRU L FRI
LL QRQ UHFXUULQJ FRPSHQVDWLRQ LWHPV 7KLV DSSOLHV LQ SDUWLFXODU WR DFFRPPR
&KLHI ([HFXWLYH 2IILFHU 3DXO +XGVRQ LQ DQG WR H[SHQVHVY UHODWHG WR XQHPSOR

a /RQJ WHUP YDULDEOH FRPSHQVDWLRQ SHUIRUPDQFH VKDUHYVY DQG VWRFN RSWLRQV DZDUC
JUDQW LQ DFFRUGDQFH ZLWK LQWHUQDWLRQDO ILQDQFLDO UHSRUWLQJ VWDQGDUGYV 7Kt
LQFOXGH WKH 7TRWDO 6KDUHKROGHU 5HWXUQ 765 SHUIRUPDQFH FRQGLWLRQ LQFRUSRUD)
HPSOR\PHQW FRQGLWLRQ WKUHH \HDUV PLQLPXP DQG WR SHUIRUPDQFH FRQGLWLRQV &
QHFHVVDULO\ LQGLFDWLYH RI WKH YDOXH RI VWRFN RSWLRQV DQG SHUIRUPDQFH VKDU
SHUIRUPDQFH FRQGLWLRQV DUH QRW PHW

4 )RU SODQV WKDW KDYH H[SLUHG VLQFH DWWDLQPHQW OHYHOV ZHUH LQ WKH UHJLRQ
HPSOR\HH SODQV )RU PRUH LQIRUPDWLRQ DERXW DWWDLQPHQW OHYHOV DQG DOORFDWL
SODQV VHH UO ,WHP ( O 6KDUH 2ZQHUVKLSU EHORZ

a 6LQFH 20LYLHU %UDQGLFRXUW RXU SUHYLRXV &KLHI ([HFXWLYH 2IILFHU UHFHLYHG WKH
HDFK \HDU IURP WR IOXFWXDWLRQV LQ WKH 6DQRIL VKDUH SULFH KDG D VLJQLILFD

a %XVLQHVV QHW LQFRPH LV D QRQ *$$3 ILQDQFLDO PHDVXUH XVHG E\ 6DQRIL DQG FRQVRC
EXVLQHVV QHW LQFRPH ILJXUHV LQFOXGH WKH LPSDFWV Rl WKH ILUVW WLPH DSSOLFDWLR
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY IRU WKH \HDU HQGHG 'HFHPEHU

a DQG ILIXUHV KDYH EHHQ UHVWDWHG IRU FRPSDUDWLYH SXUSRVHVY WR L H[FOXGH
SURILWYV VHH QRWH ' WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW
WKH HIIHFWV RI ,)56

a 5HJXODU EHQFKPDUNLQJ UHYLHZV DUH FRQGXFWHG WR HQVXUH WKDW WKH OHYHO RI F
FRPSHWLWLYH DQG FRQVLVWHQW ZLWK SKDUPDFHXWLFDO LQGXVWU\ OHYHOV

&RPSDULVRQ RI FRPSHQVDWLRQ RI 6DQRIL H[HFXWLYH RIILFHUV ZLWK HPSOR\HH FRPSH
DQG LQGLUHFW VXEVLGLDULHV ORFDWHG LQ )UDQFH

&KLHI ([HFXWLYH 21ILFHU

5DWLR YHUVXV DYHUDJH FRPSHQVDWLRQ
&KDQJH LQ

5DWLR YHUVXV PHGLDQ FRPSHQVDWLRQ
&KDQJH LQ

&KDLUPDQ RI WKH %RDUG 6HUJH :HLQEHUJ
5DWLR YHUVXV DYHUDJH FRPSHQVDWLRQ
&KDQJH LQ

5DWLR YHUVXV PHGLDQ FRPSHQVDWLRQ
&KDQJH LQ

D 20LYLHU %UDQGLFRXUW OHIW RIILFH RQ $XJXVW 3DX0O +XGVRQ ZDV DSSRLQWHG DV &(2 RQ 6HSV
7KH &(2 FRPSHQVDWLRQ LQFOXGHYV 3DX0O +XGVRQ V IL[HG FRPSHQVDWLRQ PLOOLRQ K
[QQOLR]HG PLOOLRQ DQG SHUIRUPDQFH VKDUHV DZDUGHG LQ

%DVHG RQ IXOO WLPH HTXLYDOHQW SHUPDQHQW HPSOR\HHV RI DOO 6DQRIL OHJDO HQWL

HPSOR\PHQW WKH UDWLRV IRU ZHUH DV IROORZV
a &(2
O UDWLR YHUVXV DYHUDJH FRPSHQVDWLRQ DQG

O UDWLR YHUVXV PHGLDQ FRPSHQVDWLRQ
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4 &KDLUPDQ RI WKH %RDUG RI 'LUHFWRUV
O UDWLR YHUVXV DYHUDJH FRPSHQVDWLRQ DQG
O UDWLR YHUVXV PHGLDQ FRPSHQVDWLRQ

7KHVH UDWLRYV ZHUH FDOFXODWHG RQ WKH EDVLV RI DQQXDOL]J]HG EDVLF FRPSHQVDWLRQ Y
SHUIRUPDQFH VKDUHY DZDUGHG GXULQJ DSSO\LQJ DYHUDJH H[FKDQJH UDWHYV

$QQXDO FKDQJH LQ FRPSHQVDWLRQ FRPSDQ\ SHUIRUPDQFH DQG DYHUDJH HPSOR\HH F
GLUHFW DQG LQGLUHFW VXEVLGLDULHV ORFDWHG LQ )UDQFH

)< )< )< )< ) <
)< b YV )< YV )< YV )< Yv)< P YV E
&KLHI ([HFXWLYH 2IILFHU LQ WKRXVDQG
&RPSHQVDWLRQ
&KDQJH LQ WKRXVDQG
&KDQJH LQ
&KDLUPDQ RI WKH %RDUG LQ WKRXVDQG
&RPSHQVDWLRQ
&KDQJH LQ WKRXVDQG o)
&KDQJH LQ o] o] o
$YHUDJH HPSOR\HH FRPSHQVDWLRQ RQ )7(
EDVLV LQ WKRXVDQG
&RPSHQVDWLRQ
&KDQJH LQ WKRXVDQG
&KDQJH LQ F
%XVLQHVV QHW LQFRPH LQ PLOOLRQ
%XVLQHVV QHW LQFRPH
&KDQJH LQ WKRXVDQG
&KDQJH LQ
D DQG 20LYLHU %UDQGLFRXUW ZDV DSSRLQWHG DV &(2 RQ $SULO &KULVWRSKHU 91
RQ 2FWREHU 7KH &KDLUPDQ RI WKH %RDUG 6HUJH :HLQEHUJ VHUYHG DV LQWHULP &(2 XQWLO
VSHFLILF FRPSHQVDWLRQ IRU KROGLQJ WKDW RIILFH &KULVWRSKHU 9LHKEDFKHU V FRPSHQVDWLI
DQQXDOL]JHG IRU WKH SXUSRVH Rl FDOFXODWLQJ WKH UDWLRV
20LYLHU %UDQGLFRXUW OHIW RIILFH RQ $XJXVW 3DX0O +XGVRQ ZDV DSSRLQWHG DV &(2 RQ 6HE
LQ KDV EHHQ DQQXDOL]HG IRU WKH SXUSRVH RI FDOFXODWLQJ WKH UDWLRYV
E 3DX0O +XGVRQ WRRN RIILFH RQ 6HSWHPEHU 7KH &(2 FRPSHQVDWLRQ LQFOXGHV 3DXO +
KLV YDULDEOH FRPSHQVDWLRQ SDLG LQ DQG DQQXDOL]JHG PLOOLRQ DQG SHUIRUPDQH
F 7KH FKDQJH LQ DYHUDJH HPSOR\HH FRPSHQVDWLRQ LQ J)UDQFH EHWZHHQ DQG ZDV GULYHQ SUL!

RI HPSOR\HHV ZKR OHIW WKH FRPSDQ\ YHUVXV WKRVH ZKR MRLQHG

&RPSHQVDWLRQ DQG EHQHILWY RI DOO NLQGY DZDUGHG WR FRUSRUDWH R
R

&RPSHQVDWLRQ DQG EHQHILWY RI DOO NLQGY DZDUGHG WR GLUHFWRUV L

7KH DPRXQWV DZDUGHG WR GLUHFWRUV LQ UHVSHFW RI ZLOO EH GHWHUPLQHG LQ
LQ U&RPSHQVDWLRQ SROLF\ IRU GLUHFWRUVU ZLWKLQ WKH VHFWLRQ HQWLWOHG U&RPSHQV

&RPSHQVDWLRQ DQG EHQHILWV RI DOO NLQGV DZDUGHG LQ UHVSHFW RI
&KDLUPDQ RI WKH %RDUG RI 'LUHFWRUV

7KH FRPSRQHQWV RI WKH FRPSHQVDWLRQ DZDUGHG WR WKH &KDLUPDQ RI WKH %RDUG RI 'LL
WKH &KDLUPDQ Rl WKH %RDUG Rl 'LUHFWRUVU ZLWKLQ WKH VHFWLRQ HQWLWOHG U&RPSHQ\

$FWLQJ RQ D UHFRPPHQGDWLRQ IURP WKH &RPSHQVDWLRQ &RPPLWWHH WKH %RDUG RI 'LL
FRPSRQHQWY RI 6HUJH :HLQEHUJxV FRPSHQVDWLRQ 6HUJH :HLQEHUJ ZLOO UHFHLYH DQQXD
&KDLUPDQ WKH VDPH DV IRU WKH ILQDQFLDO \HDU VHH H[SODQDWLRQV SURYLGHG LQ \
RIILFHUVU DERYH

6HUJH :HLQEHUJ GRHV QRW UHFHLYH DQ\ YDULDEOH FRPSHQVDWLRQ VWRFN RSWLRQ
$0) UHFRPPHQGDWLRQV KH GRHV QRW UHFHLYH DQ\ FRPSHQVDWLRQ L IRU VHUYLQJ DV D
VFRSH RI FRQVROLGDWLRQ ZLWKLQ WKH PHDQLQJ RI $SUWLFOH / Rl WKH )UHQFK &RPPHU

+LV EHQHILWY LQ NLQG IRU FRPSULVH D FRPSDQ\ FDU ZLWK D GULYHU
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&RPSHQVDWLRQ DQG EHQHILWY RI DOO NLQGY DZDUGHG LQ UHVSHFW RI
&KLHI ([HFXWLYH 2IILFHU
JLIHG DQG YDULDEOH FRPSHQVDWLRQ

$FWLQJ RQ D UHFRPPHQGDWLRQ IURP WKH &RPSHQVDWLRQ &RPPLWWHH WKH %RDUG RI 'LL
FRPSRQHQWYV RI 3DX0O +XGVRQxV FRPSHQVDWLRQ IRU WKH ILQDQFLDO \HDU

3DX0O +XGVRQxV DQQXDO FRPSHQVDWLRQ FRPSULVHV L DQQXDO IL[HG JURVV FRPSHQVDWL
&RPSHQVDWLRQ SROLF\ IRU WKH &KLHI ([HFXWLYH 2IILFHU LQ WKH VHFWLRQ HQWLWOHG

LL DQQXDO YDULDEOH FRPSHQVDWLRQ LQ D UDQJH IURP  WR RI KLV DQQXDO IL[HG FRP
TXDQWLWDWLYH DQG TXDOLWDWLYH FULWHULD

7KRVH REMHFWLYHV DUH EDVHG RQ ILQDQFLDO LQGLFDWRUV VDOHV JURZWK EXVLQHVV (
DVVHWV HDFK DFFRXQWLQJ IRU DQG EDVHG RQ VSHFLILF LQGLYLGXDO REMHFWLYHV

VKRZQ EHORZ

LQGLYLGXDO REMHFWLYHV LQGLYLGXDO REMHFWLYHYV

%XVLQHVV WUDQVIRUPDWLRQ
&+& 9DFFLQHV *HQHUDO OHGLFLQHV ,QGXVWUL
6SHFLDOW\ % X

(TXLW\ EDVHG FRPSHQVDWLRQ

$FWLQJ RQ D UHFRPPHQGDWLRQ IURP WKH &RPSHQVDWLRQ &RPPLWWHH WKH %RDUG RI

DZDUGLQJ SHUIRUPDQFH VKDUHV WR 3DXO +XGVRQ LQ UHVSHFW RI ,Q DFFRUGDQFH
EH VXEMHFW WR FULWHULD WKDW DUH ERWK LQWHUQDO EDVHG RQ RXU EXVLQHVV QHW LQF
UHWXUQ DV FRPSDUHG ZLWK OHDGLQJ JOREDO SKDUPDFHXWLFDO FRPSDQLHVY $PJHQ $V
(OL /LOO\ DQG &RPSDQ\ ,QF *OD[R6PLWK.OLQH SOF -RKQVRQ -RKQVRQ ,QF OHUFN ,QF 1
+ROGLQJ /WG

'LWK HIIHFW IURP WKH DZDUGY IRU B6HQLRU ([HFXWLYHV VHH VHFWLRQ ( 6KDUH RZQ!
FULWHULRQ ZLOO QR ORQJHU EH PHDVXUHG LQ DEVROXWH YDOXH UDQNLQJ EXW LQ UHOD\
WKH 6DQRIL 765 5DQN ,PSURYHPHQW ZLOO EH GHWHUPLQHG E\ FRPSDULQJ WKH (QGSRI
PHDVXUHPHQW SHULRG WR WKH %DVHOLQH 6DQRIL 765 5DQN HVWDEOLVKHG RYHU D \HD!

LI WKH UDQNLQJ LPSURYHG E\ LI LW LPSURYHG E\ DQG LI LW LPSURYHG E\ )F
SD\PHQW ZLOO UHPDLQ FRQWLQJHQW RQ 6DQRIL DFKLHYLQJ DQ (QGSRLQW 5DQN JUHDWHU W
GHWDLOV Rl WKH WHUPV RI WKH SODQ DYDLODEOH WR VKDUHKROGHUV RQ WKH JRYHUQDQFH
WKH $QQXDO *HQHUDO OHHWLQJ RI 0D\

,Q DFFRUGDQFH ZLWK WKH $)(3 0('() &RGH 3DXO +XGVRQ LV ERXQG E\ UXOHV RQ LQVLGHU W
LQ RXU %RDUG &KDUWHU

,Q DFFRUGDQFH ZLWK WKH $)(3 0('() &RGH DQG ZLWK RXU %RDUG &KDUWHU 3DXO +XGVRQ
KHGJLQJ WUDQVDFWLRQV DQG DV IDU DV WKH FRPSDQ\ DV DZDUH QR KHGJLQJ LQVWUXPHQW

7TUDQVDFWLRQV LQ VKDUHV E\ PHPEHUV RI WKH %RDUG RI '"LUI

$V IDU DV 6DQRIL LV DZDUH WUDQVDFWLRQV Lt E\ L %RDUG PHPEHUV LL H[HFXWUNAY Z
PDNH PDQDJHPHQW GHFLVLRQV DIIHFWLQJ RXU IXWXUH GHYHORSPHQW DQG FRUSRUDWH VW
LQGLYLGXDOV DV SHU SUWLFOH / Rl WKH J)UHQFK ORQHWDU\ DQG )LQDQFLDO &RGH Z

a RQ '"HFHPEHU %DUEDUD /DYHUQRV GLUHFWRU SXUFKDVHG VKDUHV DW D SULFH R
6HUYLFH FRQWUDFWYV

IHLWKHU ZH QRU RXU VXEVLGLDULHY KDYH HQWHUHG LQWR VHUYLFH FRQWUDFWYV ZLWK PHP
IRU DQ\ EHQHILWYV
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&RPSHQVDWLRQ DQG DUUDQJHPHQWY IRU RWKHU ([HEXWLYH &

&RPSHQVDWLRQ

7KH FRPSHQVDWLRQ RI ([HFXWLYH &RPPLWWHH PHPEHUV RWKHU WKDQ WKH &KLHI ([HFXWLY}
WDNLQJ LQWR FRQVLGHUDWLRQ WKH SUDFWLFHV RI OHDGLQJ JOREDO SKDUPDFHXWLFDO FRPF

,Q DGGLWLRQ WR IL[HG FRPSHQVDWLRQ WKH\ UHFHLYH YDULDEOH FRPSHQVDWLRQ 7KHLU W
FDQ UHSUHVHQW XS WR Rl WKHLU IL[HG FRPSHQVDWLRQ 7KH WDUJHW DPRXQW RI LQGL
PDUNHW SUDFWLFH ,W UHZDUGV WKH MRLQW FRQWULEXWLRQ RI DOO ([HFXWLYH &RPPLWWH!I

JFU WKH YDULDEOH FRPSRQHQW FRQVLVWHG RI WZR HOHPHQWYV

a DWWDLQPHQW RI TXDQWLWDWLYH REMHFWLYHV DFFRXQWLQJ IRU ZKLFK DUH PHDVXI
EXVLQHVV RSHUDWLQJ LQFRPH WR QHW VDOHV U%2, PDUJLQU UHVHDUFK DQG GHYHOR

a DWWDLQPHQW RI TXDQWLWDWLYH DQG TXDOLWDWLYH REMHFWLYHVY ERWK LQGLYLGXDOO\
WRIJHWKHU DFFRXQWLQJ IRU

7KH LQGLFDWRUV XVH® HBDMNHX UGWHDQERHIGKWRQQXDO SHUIRUPDQFH REMHFWLYHV LQGLYLGXDC
REMHFWLYHV OLNH JHQGHU SDULW\ LQ VHQLRU H[HFXWLYH UROHV LQGLYLGXDO FDUHHU GH
DOLJQ ZLWK WKH 30D\ WR :LQ VWUDWHJI\

,Q DGGLWLRQ ([HFXWLYH &RPPLWWHH PHPEHUV PD\ EH DZDUGHG SHUIRUPDQFH VKDUHV

JRU WKH WRWDO JURVV FRPSHQVDWLRQ SDLG DQG DFFUXHG LQ UHVSHFW RI PHPEHU\
([HFEXWLYH 2IILFHU ZDV PLOOLRQ LQFOXGLQJ PLOOLRQ LQ IL[HG FRPSHQVDWLRQ
2Q $suULO DQG 2FWREHU D WRWDO RI SHUIRUPDQFH VKDUHV ZHUH DZDUG

H[FOXGLQJ WKH DZDUG WR WKH &KLHI ([HFXWLYH 2IILFHU 1R VWRFN RSWLRQV ZHUH DZDU
WKH &KLHI ([HFXWLYH 2IILFHU

,Q FRPSOLDQFH ZLWK WKH $)(3 0('() &RGH WKHVH HQWLUH DZDUGV DUH FRQWLQJHQW XSRQ
%1, IUHH FDVK IORZ )&) DQG RQ DQ H[WHUQDO FULWHULRQ EDVHG RQ WRWDO VKDUHKRC
WKH\ DOLJQ PHGLXP WHUP HTXLW\ EDVHG FRPSHQVDWLRQ ZLWK WKH VWUDWHJ\ DGRSWHG
FRQGLWLRQV DSSOLHG DUH JRRG LQGLFDWRUV Rl VKDUHKROGHU YDOXH FUHDWLRQ LQ WHU|
GHOLYHU H[DFWLQJ ILQDQFLDO UHVXOWYV LQ D GLIILFXOW HFRQRPLF HQYLURQPHQW

7KH DUUDQJHPHQWY UHODWLQJ WR WKHVH DZDUGY DUH DV IROORZV

a 7KH %1, SHUIRUPDQFH FULWHULRQ DFFRXQWYV IRU Rl WKH DzZzDUG 7KLV FULWHULRQ FR
DFWXDO %1, WR EXGJHWHG %1, W UHSUHVHQWYV WKH DYHUDJH DFWXDO WR EXGJHW UDW
IURP WKH EXGJHW DV DSSURYHG E\ WKH %RDUG RI 'LUHFWRUV DW WKH EHJLQQLQJ RI HDFK
WKH ERWWRP HQG RI WKH IXOO \HDU JXLGDQFH UDQJH SXEOLFO\ DQQRXQFHG E\ 6DQRIL DV
WKH FRUUHVSRQGLQJ SHUIRUPDQFH VKDUHYV DUH IRUIHLWHG

%1, DFWXDO WR EXGJHW DWWDLQPHQW OHYHO U%U %1, DOORFDWLRQ UDWI|

% LV

%

% LV ! EXW > % O [ @

% LV 9 EXW 8 %

% LV ! EXW > % O [ @

% LV 9

a 7KH )&) FULWHULRQ DFFRXQWYV IRU Rl WKH DzZzbUG ,W UHSUHVHQWY WKH DYHUDJH DFW
HQWLUH SHULRG 7KH DZDUG LV EDVHG RQ D WDUJHW )&) EHORZ ZKLFK VRPH RU DOO RI R

)&) DFWXDO WR EXGJHW DWWDLQPHQW OHYHO U)0 )&) DOORFDWLRQ UDWH

1)LV 8

) LV EXW >) 0 [ @

)

) LV EXW >) 0 [ @

)

) LV EXW )

) LV

a 7KH 765 FULWHULRQ DFFRXQWV IRU RI WKH DzZDUG

JRU WKH YHVWLQJ SHULRG WKH 765 FULWHULRQ FRUUHVSRQGY WR WKH LQFUHDVH LQ WI

FRPSDULQJ WKH DYHUDJH RI WKH RSHQLQJ TXRWHG PDUNHW SULFHV IURP -DQXDU\ W

RSHQLQJ TXRWHG PDUNHW SULFHV IURP -DQXDU\ WR '"HFHPEHU SOXV GLYLGHQG)\

1RQ *$$3 ILQDQFLDO PHDVXUH )RU D GHILQLWLRQ VHH U,WHP O 2SHUDWLQJ DQG )LQDQFLDO 5HYLHZ

6$12), )250 )



3%$57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HF

7KH 765 REWDLQHG ZLOO EH FRPSDUHG ZLWK WKDW RI HDFK RI WKH FRPSDQLHYV LQ D SDQHC
WKH FRPSDQLHV LQ WKH SDQHO $PJHQ $VWUD=HQHFD SOF %D\HU $* %ULVWRO O\HUV 6T>
SOF -RKQVRQ -RKQVRQ ,QF OHUFN ,QF 1RYDUWLV $* 1RYR 1RUGLVN 3IL]JHU ,QF DQG 5R

a '"HILQLWLRQV
O PHGLDQ 765 U0OU LV WKH SHUIRUPDQFH RI WKH FRPSDQ\ UDQNHG VHYHQWK LQ WKH SDQ!
O WKH XSSHU ERXQG U+0U LV WKH DULWKPHWLFDO DYHUDJH RI WKH SHUIRUPDQFHV RI WKt}
O WKH LOWHUPHGLDWH OHYHO LV FDOFXODWHG DV 0 > +00 @

a 7KH 765 DOORFDWLRQ UDWH ZLOO EH FDOFXODWHG DV IROORZV EDVHG RQ 6DQRILxV UDQN
O LI 6DQRILxV 765 LV EHORZ 0 WKH 765 DOORFDWLRQ UDWH ZLOO EH

LI 6DQRILxV 765 LV 0 WKH 765 DOORFDWLRQ UDWH ZLOO EH

LI 6DQRILxV 765 LV HTXDO WR WKH LQWHUPHGLDWH OHYHO WKH 765 DOORFDWLRQ UDWH

LI 6DQRILxV 765 LV 9 + WKH 765 DOORFDWLRQ UDWH ZLOO EH DQG

LI 6DQRILxV 765 LV DERYH 0 EXW EHORZ + WKH 765 DOORFDWLRQ UDWH ZLOO EH FDOFXO

a :LWK HIIHFW IURP WKH DZDUGV IRU WKH SODQ DSSOLFDEOH WR PHPEHUV RI WKH ([HFX
ZLOO EH PRGLILHG DV IROORZV

O WKH 765 FULWHULRQ ZLOO QR ORQJHU EH PHDVXUHG LQ DEVROXWH YDOXH UDQNLQJ E.
7KDW YDULDWLRQ WKH 6DQRIL 765 5DQN ,PSURYHPHQW ZLOO EH GHWHUPLQHG E\ FRP
RYHU D \HDU PHDVXUHPHQW SHULRG WR WKH %DVHOLQH 6DQRIL 765 5DQN HVWDEOLYV
DZDUGV ZRXOG EH LI WKH UDQNLQJ LPSURYHG E\ LI LW LPSURYHG E\ DQG L

O D PXOWLSOLHU ZLOO EH DSSOLHG DQG ZLOO XSOLIW WKH QXPEHU RI SHUIRUPDQFH VKDL
DWWDLQHG DQG LL 6DQRIL UDQNV JUHDWHU WKDQ RU HTXDO WR WKH PHGLDQ IRU WKH

a 7KH QXPEHU RI SHUIRUPDQFH VKDUHVY DFWXDOO\ YHVWLQJ GHSHQGYVY RQ WKH RYHUDOO DO
DYHUDJH RI WKH %1, DOORFDWLRQ UDWH WKH )&) DOORFDWLRQ UDWH DQG WKH 7¢

,Q RUGHU WR DOLJQ HTXLW\ EDVHG FRPSHQVDWLRQ ZLWK PHGLXP WHUP SHUIRUPDQFH SH
I9HVWLQJ LV VXEMHFW WR D QRQ FRPSHWH FODXVH
7KH HQWLUH DZDUG LV IRUIHLWHG LQ WKH HYHQW RI UHVLJQDWLRQ RU GLVPLVVDO IRU JU

,Q WKH HYHQW RI LQGLYLGXDO GLVPLVVDO RWKHU WKDQ IRU JURVV RU VHULRXV PLVFRQG
HPSOR\HU FHDVHV WR EH SDUW RI WKH 6DQRIL JURXS WKH RYHUDOO DOORFDWLRQ SHUFt!
UHPDLQHG ZLWK WKH 6DQRIL JURXS GXULQJ WKH YHVWLQJ SHULRG

a ,l DQ\ RI WKH IROORZLQJ HYHQWY RFFXU IX0O0O ULJKWV WR WKH DZDUG DUH UHWDLQHG |
HTXLYDOHQW FROOHFWLYH SODQ QHJRWLDWHG DQG DSSURYHG E\ WKH &KLHI ([HFXWLYH
VWDWXWRU\ UHWLUHPHQW DJH RU HDUO\ UHWLUHPHQW XQGHU D VWDWXWRU\ RU FRQWUL
HQWLW\ DQG GXO\ bDSSURYHG E\ WKH &KLHI ([HFXWLYH 2IILFHU RI 6DQRIL LLL GLVDELOL)
$UWLFOH / RI WKH JUHQFK 6RFLDO 6HFXULW\ &RGH RU LY GHDWK RI WKH EHQHILFLD!

(@]

o O O

r Q Q Q

SHQVLRQ DUUDQJHPHQWYV

7KH WRWDO DPRXQW DFFUXHG DV Rl 'HFHPEHU LQ UHVSHFW RI FRUSRUDWH SHQVLRQ S
GXULQJ WKH \HDU PLOZDMRQ 7KDW DPRXQW LQFOXGHV DQ H[SHQVH RI  PLOOLRQ UHFRJQL]H

JRU WKH WRWDO DPRXQW RI JURVV FRPSHQVDWLRQ SDLG DQG DFFUXHG WR PHPEHUV
([HFXWLYH 2IILFHU ZDV PLOOLRQ RI ZKLFK PLOOLRQ ZDV IL[HG FRPSHQVDWLRQ
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& %RDUG 3UDFWLFHYV

IHLWKHU ZH QRU RXU VXEVLGLDULHY KDYH HQWHUHG LQWR VHUYLFH FRQWUDFWYVY ZLWK PHP
IRU EHQHILWY XSRQ WHUPLQDWLRQ RI HPSOR\PHQW :LWK UHVSHFW WR WKH &KLHI ([HFXWLY
DQG DUUDQJHPHQWYV IRU FRUSRUDWH RIILFHUVU DERYH

$SSOLFDWLRQ RI WKH $)(3 0('() &RGH

7KH $)(3 0('() &RGH UHTXLUHV XV WR UHSRUW VSHFLILFDOO\ RQ WKH DSSOLFDWLRQ RI LWV
DSSOLHG H[SODLQ ZK\ &XUUHQWO\ RXU GHSDUWXUHV IURP WKLV &RGH DUH DV IROORZV

DUDJUDSK RIWKS—HFRP HQG LRQ RI WKH
$SSOLFDWLRQ E\ 6DQRIL

&R
(YDOXDWLRQ RKMWKIWDOXDWLRQ KDWRWKXDBI®!I LQGLYLGXDO FRQWULEXWLRQV DUH DVVHVVHG GXULQJ |
%RDUG RI 'LUHFWREMHFWLYHYV WKUHH \HDUV ZLWK WKH KHOS RI D VSHFLDOLVW FRQVXOWLQJ ILU

a >a@ DW WKH HQG RI

34 PHDVXUH WKH DFWXRWH JHQHUDOO\ WKH LVVXH Rl FRPSHWHQFH DQG LQGLYLGXDO F
FRQWULEXWLRQ RI BRBK LGNV BRRPRUWWRHHY LV DGGUHVVHG RQ D FRQWLQXRXV EDVLV
WKH %RDUGxV ZRUNGLUHFWRU LV XS IRU UHDSSRLQWPHQW DV D %RDUG RU &RPPLWWH

$QQXDO HYDOXDWLRQV DUH FRQGXFWHG XVLQJ D GHWDLOHG TXH
VSHFLILFDOO\ ZLWK WKH RSHUDWLQJ SURFHGXUHV RI WKH %RDUG
H[SUHVV IUHHO\ WKHLU DVVHVVPHQW Rl WKH LQGLYLGXDO FRQW
HYDOXDWLRQV PD\ EH IROORZHG E\ LQGLYLGXDO PHHWLQJV ZLW
ZKLFK WKH UHVSRQVHV WR WKH TXHVWLRQQDLUH DUH DQDO\]HG D

OHPEHUVKLS RWWRKHUHFRPPHQGHG WKBWsRQOHRILDMHQGY WR DSSRLQW D GLUHFWRU UHSUHVHQWLQ
&RPSHQVDWLRQ &RFPFHEMUWHEH DQ HPSOBRRPPLWWHH DIWHU DQ LQGXFWLRQ SHULRG WKDW ZLOO JLYH WK
GLUHFWRU &RPSDQ\ RSHUDWHY XQGHUVWDQG LWV VSHFLILF FKDUDFWHULVW
WKH FKDOOHQJHVY DQG EURDG RXWOLQHV RI WKH %RDUGXV UHP

WUDLQLQJ

1RQ FRPSHWLWLRQ\ HYHQW QR EHGRIGMUFWRHEARPSHQVDWLRQ SROLF\ IRU RXU &KLHI ([HFXWLYH 211l
DJUHHPHQW SDLG RYHU WKH DJH RAH OHDYHV WKH &RPSDQ\ QRW WR MRLQ D FRPSHWLWRU RI WKI
FRUSRUDWH RIILFHU RU WR SURYLGH VHUYLFHV WR RU FRRSHUDW

,Q UHWXUQ IRU WKLV XQGHUWDNLQJ KH UHFHLYHV DQ LQGHPQLYV
FRPSHQVDWLRQ EDVHG RQ KLV IL[HG FRPSHQVDWLRQ HIIHFWLYH R
DQG WKH ODVW LQGLYLGXDO YDULDEOH FRPSHQVDWLRQ UHFHLYH
SD\DEOH LQ PRQWKO\ LQVWDOOPHQWYV

+RZHYHU WKH %RDUG RI 'LUHFWRUV PD\ GHFLGH DW WKH WLPH W
RITLFH UHJDUGOHVV RI KLV DJH WR UHOHDVH KLP IURP WKH QRQ
DOO RI WKH PRQWK SHULRG ,Q VXFK D FDVH WKH QRQ FRPSHWI
WKH SHULRG RI WLPH ZDLYHG E\ WKH &RPSDQ\

7KH %RDUG RI 'LUHFWRUV DFWLQJ RQ D UHFRPPHQGDWLRQ RI \
GHFLGHG QRW WR DOWHU WKH FRPSHQVDWLRQ SROLF\ DQG QRQ
([HEXWLYH 2IILFHU VXFK WKDW KLV LQGHPQLW\ ZRXOG QRW EH S
R1 RQ WKH EDVLV WKDW WKLV LV RXW RI OLQH ZLWK WKH D
H[HFXWLYH RIILFHUV FRQWLQXH WR ZRUN DIWHU WKH\ OHDYH R
&RQVHTXHQWO\ HQIRUFLQJ VXFK D UXOH FRXOG GHSULYH 6DQRIL
WKH &KLHI ([HEXWLYH 2IILFHU ZHUH WR HQJDJH LQ D FRPSHWLQJ I
WKH &RPSDQ\
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$FWLYLWLHV RI WKH %RDUG RI 'LUHFWRUV LQ

'XULQJ WKH %RDUG RI 'LUHFWRUV PHW WHQ WLPHV LQFOXGLQJ VWUDWHJI\ VHPLQDUV
R 7KLY DWWHQGDQFH UDWH LQFOXGHV SDUWLFLSDWLRQ E\ YLGHRFRQIHUHQFH ZKLFK
GXULQJ GXH WR WKH &29,' FULVLV ,QGLYLGXD' DQG JGDQFH UDWHY YDULHG EHWZHH

7KH IROORZLQJ SHUVRQV DWWHQGHG PHHWLQJV RI WKH %RDUG RI 'LUHFWRUV

a WKH GLUHFWRUV

a WKH 6HFUHWDU\ WR WKH %RDUG

a IUHTXHQWO\ PHPEHUV RI WKH ([HFXWLYH &RPPLWWHH DQG

a RFFDVLRQDOO\ WKH VWDWXWRU\ DXGLWRUV PDQDJHUV RI RXU JOREDO VXSSRUW IXQFWLF

7KH DJHQGD IRU HDFK PHHWLQJ RI WKH %RDUG LV SUHSDUHG E\ WKH 6HFUHWDU\ DIWHU F
DJHQGDV IRU WKH PHHWLQJV Rl WKH VSHFLDOLVW &RPPLWWHHY DQG WKH VXJIJHVWLRQV RI V

$SSUR[LPDWHO\ RQH ZHHN SULRU WR HDFK PHHWLQJ RI WKH %RDUG RI 'LUHFWRUV WKH G
PLQXWHV RI WKH SUHYLRXV PHHWLQJ DQG GRFXPHQWDWLRQ UHODWLQJ WR WKH DJHQGD

7KH PLQXWHV RI HDFK PHHWLQJ DUH H[SUHVVO\ DSSURYHG DW WKH QH[W PHHWLQJ RI WKH %

,Q FRPSOLDQFH ZLWK RXU %RDUG &KDUWHU FHUWDLQ LVVXHV DUH H[DPLQHG LQ DGYDQFH
FRPSHWHQFH WR HQDEOH WKHP WR PDNH D UHFRPPHQGDWLRQ WKRVH LVVXHVY DUH WKHQ VX

6LQFH DFWLQJ RQ D UHFRPPHQGDWLRQ IURP WKH $SSRLQWPHQWY *RYHUQDQFH DQG ¢
H[HFXWLYH VHVVLRQV L H PHHWLQJV KHOG ZLWKRXW WKH &KLHI ([HFXWLYH 2I1ILFHU SUHVH(
VHVVLRQV PD\ DOVR EH KHOG ZLWKRXW WKH GLUHFWRUV UHSUHVHQWLQJ HPSOR\HHV RU
SXUSRVH RI VXFK VHVVLRQV LV WR HYDOXDWH WKH ZD\ WKH %RDUG DQG LWV &RPPLWWHHV
2IILFHU DQG WR GHEDWH VXFFHVVLRQ SODQQLQJ $IWHU D WUDQVLWLRQDO SKDVH LQ G»
+XGVRQ DV &(2 WZR H[HFXWLYH VHVVLRQV ZHUH KHOG LQ LQ ODUFK DQG 'HFHPEHU

,Q WKH PDLQ DFWLYLWLHV RI WKH WRBUB@®OIRIZURBWRYVXHWHODWHG WR

DQFLDO VWDWHPHQWY BQ® KH LQGLYLGXDO FRPSDQ\ DQG FRQVROLGDWHG ILQDQFLDO VV

DQFLDO PDODIHPKIRW. UuVW KDOI RI UHYLHZ Rl WKH FRQVROLGDWHG ILQDQFLDO VWD
DQG UHYLHZ RI GUDIW SUHVV UHOHDVHV DQG SUHVHQWDWLRQV WR DQ
ILQDQFLDO VWDWHPHQWYV

5HYLHZ RI IRUZDUG ORRNLQJ PDQDJHPHQW GRFXPHQWYV

SBUHSDUDWLRQ RI WKH &DSLWDO ODUNHWY 'D\ SUHVHQWDWLRQ
SUHVHQWDWLRQ RI WKH EXGJHW DQG ILQDQFLDO IRUHFDVWYV
5HQHZDO RI WKH ERQG LVVXDQFH SURJUDP LQ WKH 8QLWHG 6WDWHYV
'"HOHJDWLRQ RI DXWKRULW\ WR WKH &KLHI ([HFXWLYH 2IILFHU WR LVVXH E
5HQHZDO RI WKH VKDUH UHSXUFKDVH SURJUDP

5HFRUGLQJ WKH DPRXQW RI VKDUH FDSLWDO UHGXFLQJ WKH VKDUH FDSL
DQG DPHQGLQJ WKH $UWLFOHV Rl $VVRFLDWLRQ DFFRUGLQJO\

O O © »

Q-

2SHUDWLRQV VWWUWPRMDHORD RS RQ LPSOHPHQWDWMWVRQDRMHWKH 30D\ WR :LQ

ULVN PDQDJHPHQaWGHYHUDO XSGDWHV RQ WKH VLWXDWLRQ UHODWHG WR WKH JOREDO &29,'
a $Q XSGDWH RQ SURJUHVV LQ YDFFLQH UHVHDUFK LQFOXGLQJ DQ XSGDWF
a ORQLWRULQJ RI WKH VWUDWHJ\ LQ &KLQD
a 5HYLHZ DQG IROORZ XS RI DFTXLVLWLRQ SURMHFWYV .\PDE 7UDQVODWH

DQG 2ULJLPP

a BHFHLYH DQ XSGDWH RQ WKH (852%$3, SURMHFW
a 5HFHLYH DQ XSGDWH RQ ,QGXVWULDO $IIDLUV
a 5SHFHLYH DQ XSGDWH RQ GLJLWDO
a 5HYLHZ RI WKH PLQXWHV RI WKH 6 WUDWHJ\ &RPPLWWHH DQG WKH 6FLHQW
a 5HYLHZ RI 6DQRIL V ULVN PDQDJHPHQW DFWLYLW\ UHSRUW DQG ULVN
a 5HYLHZ RI WKH QHZ EUDQG SROLF\
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BERPSRVLWLRQ RI WKH %RDUG DQG LWV &RPPLWWHHYV

Q-

o Q@ o

O SURSRVDO WR UHQHZ WKH WHUPV RI RIILFH Rl )DELHQQH /HFRUYDLV
GLUHFWRUV DQGEWEIDSBRLORW DY GLUHFWRU DW WKH $QQXDO *H

O DSSRLQWPHQW RI *LOOHV 6FKQHSS WR WKH 6WUDWHJ\ &RPPLWWHH D
*RYHUQDQFH DQG &65 &RPPLWWHH 5DFKHO 'XDQ WR WKH &RPSHQVDWLF
$SSRLQWPHQWY *RYHUQDQFH DQG &65 &RPPLWWHH

5HYLHZ RI VXFFHVVLRQ SODQQLQJ IRU WKH &KDLUPDQ DQG WKH &KLHI ([H
5HYLHZ RI GLUHFWRU LQGHSHQGHQFH

5HYLHZV RI WKH %RDUG RI 'LUHFWRUVx ODQDJHPHQW 5HSRUW WKH UHS
UHSRUWYV RI WKH VWDWXWRU\ DXGLWRUV

$UUDQJHPHQWYV IRU KROGLQJ WKH $QQXDO *HQHUDO OHHWLQJ RI 6KDUH
6KDUHV B6HULHV LVVXHG LQ LQ OLJKW RI WKH &29," FULVLV DGRSV
UHSRUW RI WKH %RDUG RI 'LUHFWRUV RQ WKH UHVROXWLRQV DQG LLL
RSWLRQV DQG SHUIRUPDQFH VKDUHV DQG H[DPLQDWLRQ RI TXHVWLRQV \

$QQXDO HYDOXDWLRQ RI WKH ZRUN RI WKH %RDUG DQG LWV &RPPLWWHH\
BUHVHQWDWLRQ RI D GHWDLOHG UHSRUW RQ WKH JRYHUQDQFH URDGVKR:
B3URSRVDO WR DPHQG WKH $UWLFOHV RI $VVRFLDWLRQ DQG UHYLVLRQV W
5HYLHZ RI SUHYLRXVO\ DSSURYHG UHODWHG SDUW\ DJUHHPHQWYV
8SGDWH RQ WKH $FWLRQ HPSOR\HH VKDUH RZQHUVKLS SODQ

&RPSHQVDWLRQ

Q-

4%

'"HWHUPLQDWLRQ RI WKH FRPSHQVDWLRQ RI FRUSRUDWH RIILFHUV QRW
VHVVLRQ ZLWKRXW WKH FRUSRUDWH RIILFHUV SUHVHQW WKH VLWXDWLF
GHDOW ZLWK ILUVW LQ KLV DEVHQFH DQG WKHQ WKH &KLHI ([HFXWLYH
SUHVHQFH RI WKH &KDLUPDQ EXW ZLWK WKH &KLHI ([HFXWLYH 2IILFHU DE

O GHWHUPLQDWLRQ RI 3DXO +XGVRQ V IL[HG FRPSHQVDWLRQ DQG WKH R
IRU DQG

O GHWHUPLQDWLRQ RI WKH FRPSHQVDWLRQ RI WKH &KDLUPDQ RI WKH

'LUHFWRUV FRPSHQVDWLRQ DOORFDWLRQ RI WKH DPRXQW RI GLUHFWRU
DOORFDWLRQ PHWKRGYV IRU GXH WR WKH KROGLQJ RI %RDUG PHHWLQJ

5HYLHZ RI WKH IL[HG DQG YDULDEOH FRPSHQVDWLRQ RI WKH ([HFXWLYH &

$GRSWLRQ RI WKH SHUIRUPDQFH VKDUH SODQV IRU DQG GHWHUPLQ
FRQGLWLRQV RI SUHYLRXV HTXLW\ EDVHG FRPSHQVDWLRQ SODQV

&RUSRUDWH 6RFADORQLWRULQJ RI SURJUHVV RQ 6DQRIL V &65 VWUDWHJ\
5HVSRQVLELOLW 65
Q %1 %RQVLGHUDWLRQ Rl &65 FULWHULD DSSOLFDEOH WR 3DXO +XGVRQ V DQQ
RI WUDQVSDUHQF\ LQ WKLV DUHD
a ORQLWRULQJ RI REMHFWLYHV IRU JHQGHU EDODQFH RQ H[HFXWLYH ERGLI
SROLF\
ORQLWRULQJ RI WKH &RPSDQ\ V HTXDO SD\ DQG HTXDO RSSRUWXQLW\ SR
ORQLWRULQJ RI WKH 30DQHW ORELOL]DWLRQ SURJUDP DQG UHYLHZ RI 6L
,Q DGGLWLRQ WZR VWUDWHJI\ VHPLQDUY ZHUH KHOG LQ ODUFK DQG 2FWREHU LQ ZKLFK

VHPLQDU JDYH GLUHFWRUV DQ RSSRUWXQLW\ WR DGGUHVV LVVXHV LQFOXGLQJ

a4 SURJUHVV RQ WKH 30D\ WR :LQ VWUDWHJ\

FKDQJHV WR RXU 5 ' VWUDWHJ\

XSGDWH RQ WKH VLWXDWLRQ LQ *HQHUDO OHGLFLQHV

XSGDWH RQ WKH VWUDWHJI\ DQG JURZWK WUDMHFWRU\ IRU 9DFFLQHYV

JURZWK IRU"BRIGHRGBRUWXQLWLHY IRU 6SHFLDOW\ &DUH HVSHFLDOO\ LQ RQFRORJ\
XSGDWH RQ WKH GHOLYHU\ Rl RXU GLJLWDO VWUDWHJ\ DQG RXU GLJLWDO DPELWLRQV
XSGDWH RQ RXU GHYHORSPHQW SLSHOLQH DQG

RXU ILQDQFLDO URDGPDS

a

Q@ 9 Q@ Q
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$FWLYLWLHV RI WKH %YRDUG &RPPLWWHHV LQ

6LQFH RXU %RDUG RI 'LUHFWRUV KDV EHHQ DVVLVWHG LQ LWV GHOLEHUDWLRQV DQG Gl
UHPLW RI HDFK &RPPLWWHH UHIHU WR RXU %RDUG &KDUWHU SURYLGHG DV ([KLELW WR |
WKHVH &RPPLWWHHYV DUH FKRVHQ E\ WKH %RDUG IURP DPRQJ LWV PHPEHUV EDVHG RQ WKHL

7KH &RPPLWWHHY DUH UHVSRQVLEOH IRU WKH SUHSDUDWLRQ RI FHUWDLQ LWHPV RQ WKH D
DUH DGRSWHG E\ D VLPSOH PDMRULW\ ZLWK WKH &KDLU RI WKH &RPPLWWHH KDYLQJ D FD
&RPPLWWHH PHPEHUYV

7KH &KDLU RI HDFK &RPPLWWHH UHSRUWY WR WKH %RDUG RQ WKH ZRUN Rl WKDW &RPPLWW
GHFLVLRQ

&RPSRVLWLRQ RI WKH FRPPLWWHHY GXULQJ WKH ILQDQFLDO \HDU
$XGLW &RPPLWWHH
&RPSRVLWLRQ DV Rl -DQXDU\ &RPSRVLWLRQ DV RI '"HFHPEHU
&KDLU )DELHQQH /HFRUYDLVLHU LQGHSHQGHQW GDEHHR@®&W /HFRUYDLVLHU LQGHSHQGHQW GLUHFWRU

OHPEHUV *LOOHV 6FKQHSS LQGHSHQGHQW GLUHFWRUDQH 6RX]D LQGHSHQGHQW GLUHFWRU
'LDQH 6RX]D LQGHSHQGHQW GLUHFWRU &KULVWRSKH %DEXOH
&KULVWRSKH %DEXOH

B3URSRUWLRQ RI LQGHSHQGHQW GLUHFWRUYURSRUWLRQ RI LQGHSHQGHQW GLUHFWRUYV

$SSRLQWPHQWY *RYHUQDQFH DQG &65 &RPPLWWHH

&RPSRVLWLRQ DV RI -DQXDU\ &RPSRVLWLRQ DV Rl '"HFHPEHU

&KDLU 6HUJH :HLQEHUJ LQGHSHQGHQW GLUHFWRWBLOOHYV 6PKQBISHSHQGHQW GLUHFWRU
OHPEHUV 3DWULFN .URQ LQGHSHQGHQW GLUHFWRU 6HUJH :HLGEHUJ
OHODQLH /HH LQGHSHQGHQW GLUHFWRU 3DWULFN .URQ LQGHSHQGHQW GLUHFWRU
OHODQLH /HH LQGHSHQGHQW GLUHFWRU
/LVH .LQIRGHSHQGHQW GLUHFWRU

B3URSRUWLRQ RI LQGHSHQGHQW GLUHFWRUYURSRUWLRQ RI LQGHSHQGHQW GLUHFWRUYV

D *LOOHV 6FKQHSS ZDV DSSRLQWHG FKDLUPDQ RI WKH $SSRLQWPHQWV *RYHUQDQFH DQG &65 &R
"HFHPEHU

E 6HUJH :HLQEHUJ LV QR ORQJHU UHJDUGHG DV LQGHSHQGHQW VLQFH 'HFHPEHU
F /LVH .LQJR ZDV DSSRLQWHG D PHPEHU Rl WKH $SSRLQWPHQWYV *RYHUQDQFH DQG &65 &RPPLWWHH E\ G

&RPSHQVDWLRQ &RPPLWWHH

&RPSRVLWLRQ DV RI -DQXDU\ &RPSRVLWLRQ DV RI '"HFHPEHU
&KDLU 3DWULFN .URQ LQGHSHQGHQW GLUHFWRU 3DWULFN .URQ LQGHSHQGHQW GLUHFWRU
OHPEHUV &DUROH 3LZQLFD LQGHSHQGHQW GLUHFWRIADUROH 3LZQLFD LQGHSHQGHQW GLUHFWRU
'"LDQH 6RX]D LQGHSHQGHQW GLUHFWRU '"LDQH 6RX]D LQGHSHQGHQW GLUHFWRU

5DFKHO °XDQGHSHQGHQW GLUHFWRU
3URSRUWLRQ RI LQGHSHQGHQW GLUHFWRUYURSRUWLRQ Rl LQGHSHQGHQW GLUHFWRUYV

D 5DFKHO 'XDQ ZDV DSSRLQWHG D PHPEHU RI WKH $SSRLQWPHQWYVY *RYHUQDQFH DQG &65 &RPPLWWHH E

6WUDWHJ\ &RPPLWWHH

&RPSRVLWLRQ DV RI -DQXDU\ &RPSRVLWLRQ DV Rl '"HFHPEHU
&KDLU 6HUJH :HLQEHUJ LQGHSHQGHQW GLUHFWRAHUJH :HLQEHUJ
OHPEHUV  3DXO +XGVRQ 3DX0O +XGVROQ
/IDXUHQW $WWDO 3DWULFN .URQ LQGHSHQGHQW GLUHFWRU
3DWULFN .URQ LQGHSHQGHQW GLUHFWRU*LOOHV 6PKQEISBESHQGHQW GLUHFWRU

BURSRUWLRQ RI LQGHSHQGHQW GLUHFWRWBWRSRUWLRQ RI LQGHSHQGHQW GLUHFWRUV

D *LOOHV 6FKQHSS ZDV DSSRLQWHG D PHPEHU RI WKH 6WUDWHJ\ &RPPLWWHH E\ GHFLVLRQ RI WKH %RDL

6FLHQWLILF &RPPLWWHH

&RPSRVLWLRQ DV RI -DQXDU\ &RPSRVLWLRQ DV RI '"HFHPEHU
&KDLU 7TKRPDV 6%GKRI LQGHSHQGHQW GLUHFWRU 7KRPDV 6% GKRI LQGHSHQGHQW GLUHFWRU
OHPEHUV /DXUHQW $WWDO OHODQLH /HH LQGHSHQGHQW GLUHFWRU

OHODQLH /HH LQGHSHQGHQW
HUJH :HLQEHUJ LQGHSHQG

6 H
3URSRUWLRQ RI LQGHSHQGHQ

GLUHFWRU 6HUJH :HLQEHUJ
QW GLUHFWRU
W

GLUHFWRUV3URSRUWLRQ RI LQGHSHQGHQW GLUHFWRUV
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$XGLW &RPPLWWHH

7ZR Rl WKH WKUHH PHPEHUV RI WKH $XGLW &RPPLWWHH )DELHQQH /HFRUYDLVLHU DQG 'LDQ
DGRSWHG E\ WKH %RDUG RI 'LUHFWRUV $00 WKUHH PHPEHUV KDYH ILQDQFLDO RU DFFRX:
SURIHVVLRQDO H[SHULHQFH DQG DOO DUH GHHPHG WR EH ILQDQFLDO H[SHUWYV DV GHILQHC
JUHQFK &RPPHUFLDO &RGH 6HH U,WHP $ $XGLW &RPPLWWHH )LQDQFLDO ([SHUWU

7KH $XGLW &RPIVLMWWLRHW HQ/ LOQFOXGLQJ SULRU WR WKH PHHWLQJV RI WKH %RDUG RI 'LU
ZHUH DSSURYHG ,Q DGGLWLRQ WR WKH VWDWXWRU\ DXGLWRUV WKH SULQFLSDO ILQDQFLI
RWKHU PHPEHUV RI WKH VHQLRU PDQDJHPHQW WHDP DWWHQGHG PHHWLQJV RI WKH $XGLW
EDODQFH VKHHW FRPPLWPHQWY ZHUH GLVFXVVHG

7KH &RPPLWWHH PHPEHUV KDG DQ H[HPSODU\ DWWHQGDQFH UHFRUG ZLWK DOO PHPEHUV KL

7KH VWDWXWRU\ DXGLWRUV DWWHQG DOO PHHWLQJV RI WKH $XGLW &RPPLWWHH WKH\ SUI
VWDWHPHQWY DW WKH &RPPLWWIDKHEHMLQJIV RI YHBREXFWLYHO\ 7KH &RPPLWWHH PHHWYV L
DXGLWRUV ZLWKRXW PDQDJHPHQW SUHVHQW

7KH &KDLUPDQ RI WKH &RPPLWWHH DOVR PHHWV UHJXODUO\ ZLWK FHUWDLQ PHPEHUV RI PD
ODQDJHPHQW DQG (WKLFV &RPSOLDQFH

7KH LQWHUQDO SURFHGXUHV LPSOHPHQWHG E\ WKH &RPSDQ\ IRU WKH LGHQWLILFDWLRQ
FRPPLWPHQWYV DV ZHOO DV IRU WKH DVVHVVPHQW RI VLJQLILFDQW ULVNV DUH GHWDLOHG L
DQG ULVN PDQDJHPHQWU

,Q WKH PDLQ DFWLYLWLHV RI WKH $XGLW &RPPLWWHH UHODWHG WR

JLQDQFLDO SRVLWEBBROLPLQDU\ UHYLHZ Rl WKH LQGLYLGXDO FRPSDQ\ DQG FRQVROLGDWHG
\HDU UHYLHZ RI WKH LQGLYLGXDO FRPSDQ\ DQG FRQVROLGDWHG ILQDQ
UHYLHZ RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY IRU WKH ILUV
SUHVV UHOHDVHV DQG SUHVHQWDWLRQV WR DQDO\WWY UHODWLQJ WR WK

a 6DQRILxV ILQDQFLDO SRVLWLRQ LQGHEWHGQHVYVY DQG OLTXLGLW\

,QWHUQDO DXGL#®W 5HWHAU DWW KH ZRUN Rl WKH ,QWHUQDO &RQWURO IXQFWLRQ DQG HYDOXLEL
FRQWURO DQG ULWNVDWXWRU\ DXGLWRUV SXUVXDQW WR 6HFWLRQ RI WKH 6DUEDQHV 2[Ol
PDQDJHPHQW 5HSRUW RQ )RUP )

a 3ULQFLSDO ULVNV ULVN PDQDJHPHQW DQG ULVN SURILOHV IDFLQJ 6D
ZKLVWOHEORZLQJ DQG PDWHULDO FRPSOLDQFH LQYHVWLIJDWLRQV UHYLI
FKDQJHV LQ WD[ OHJLVODWLRQ UHYLHZ RI PDWHULDO OLWLJDWLRQ

4 &RQFOXVLRQV RI 6DQRIL VHQLRU PDQDJHPHQW RQ LQWHUQDO FRQWURO
"LUHFWRUYV x ODQDJHPHQW 5DU WKH GHVFULSWLRQ RI ULVN IDFWRU\
JUHQFK OD'RFXPHQW G HQUHJLVWDQG WKH $QQXDO 5HSRUW RQ )RUP ) I

8SGDWH RQ F\EHU VHFXULW\ DQG GDWD SURWHFWLRQ
$QDO\WLV RI WKH HIWHUQDO DVVHVVPHQW FRQGXFWHG LQ RQ ULVN PD
,QWHUQDO DXGLW UHSRUW IRU LQFOXGLQJ VHOI DVVHVVPHQW DQG C

8SGDWH RQ FULVLY PDQDJHPHQW DQG EXVLQHVV FRQWLQXLW\
,PSDLUPHQW WHVWLQJ Rl JRRGZLOO XSGDWH RQ SHQVLRQ SODQV DQG DF
5HSRUWLQJ RQ JXDUDQWHHV

5HYLHZ Rl DSSOLFDWLRQ Rl WKH LQWHUQDO FKDUWHU RQ UHODWHG SDUW

o 9 Q

Q-

6WUDWHJI\ DQG
FRPSHQVDWLRQ

8SGDWH RQ LQWHOOHFWXDO SURSHUW\ VWUDWHJ\

8SGDWH RQ VXSSO\ FKDLQ FRQWLQXLW\

SUHVHQWDWLRQ RI WKH EXGJIJHW

$VVHVVPHQW RI IXOILOPHQW RI WKH SHUIRUPDQFH FRQGLWLRQV RI WKH
6FUXWLQ\ Rl GUDIW UHVROXWLRQV RQ GHOHJDWLRQV RI ILQDQFLDO DXWK
4 8SGDWH RQ WKH SURSRVHG LQLWLDO SXEOLF RIIHULQJ RI (852$3,

Q| @

Qo Qo

&RPSOLDQFH HWKE&ES8DMQOHE RQ WKH GDWD SURWHFWLRQ FRPSOLDQFH SURJUDP

EXVLQHVV LQWHJULW\ DSG
&65 a B3UHVHQWDWLRQ RQ HWKLFV DQG EXVLQHVV LQWHJULW\ ZLWKLQ 6DQRIL

a 3BKDUPDFHXWLFDO UHVLGXHV LQ WKH HQYLURQPHQW

5HODWLRQV ZLWX &WKBIWXWRU\ DXGLW HQJDJHPHQW DQG DXGLW IHHV

VWDWXWRU\ DXGLWRUV
a XGJHW IRU QRQ DXGLW VHUYLFHV DXGLW UHODWHG VHUYLFHV WD[ DQ

a 8SGDWH RQ WKH UHQHZDO RI VWDWXWRU\ DXGLWRU DSSRLQWPHQWYV

7KH &RPPIGUEHHRW XVH HIWHUQDO FRQVXOWDQWYV LQ
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&RPSHQVDWLRQ &RPPLWWHH

$00 IRXU PHPEHUV Rl WKH &RPSHQVDWLRQ &RPPLWWHH DUH GHHPHG WR EH LQGHSHQGHQW
7KH &RPSHQVDWLRQ &RPPLWWHH PHW WKUHH WLPHV LQ ZLWK DQ RYHUDOO DWWHQGDQF

KHQ WKH &RPPLWWHH GLVFXVVHV WKH FRPSHQVDWLRQ SROLF\ IRU PHPEHUV RI VHQLRU P
PHPEHUV RI WKH ([HFXWLYH &RPPLWWHH WKH &RPPLWWHH LQYLWHV WKH &KLHI ([HFXWLYH =2

,Q WKH PDLQ DFWLYLWLHV RI WKH &RPSHQVDWLRQ &RPPLWWHH UHODWHG WR

&RPSHQVDWLRQ RI&RPSRQHQWYV RI WKH FRPSHQVDWLRQ RI FRUSRUDWH RIILFHUV &KLHI (|
FRUSRUDWH RIILFH®WNDUG

a 5HYLHZ Rl SHUIRUPDQFH FULWHULD DSSOLFDEOH WR WKH FRPSHQVDWLRQC
&65 FULWHULD

a $OORFDWLRQ RI WKH DPRXQW RI GLUHFWRUVx FRPSHQVDWLRQ IRU
DSSOLFDEOH WR GLUHFWRUV GLVFXVVVLRQV DERXW FRPSHQVDWLRQ IRU

a 5HYLHZ Rl WKH GLVFORVXUHY DERXW FRPSHQVDWLRQ FRQWDLQHG LQ WKI
JUHQFK ODOQRIKPORHQW G@HQUHJILVI DQG WKH $QQXDO 5HSRUW RQ )RUP
HTXDO SD\ UDWLRYV

a 5HYLHZ RI WKH GUDIW UHVROXWLRQV WR EH VXEPLWWHG WR WKH $QQXDC

a *RYHUQDQFH URDGVKRZ FDPSDLJQ DUUDQJHG IRU WKH PDLQ LQYHVWRU
SROLFLHVY DGRSWHG E\ SUR[\ DGYLVRUV

(TXLW\ EDVHG a 5HYLHZ Rl WKH HTXLW\ EDVHG FRPSHQVDWLRQ SROLF\ FRQVLVWLQJ RI SFH
FRPSHQVDWLRQ WKH 765 FULWHULRQ

a ,PSOHPHQWDWLRQ Rl VKDUH EDVHG FRPSHQVDWLRQ SODQV DZDUGHG LQ

SHUIRUPDQFH FRQGLWLRQV IRU SODQV DQG WKH 3KDQWRP 6WRFN 8QL
a 6WDWXV UHSRUW RQ DZDUGV RI SHUIRUPDQFH VKDUHV DQG SURSRVDO IR
(PSOR\HH VKDUHa )LQDO ILIJIXUHVY DQG DQDO\VLV RI HPSOR\HH VKDUH RZQHUVKLS SODQ

RZQHUVKLS SODQ
% 30DQQLQJ IRU WKH QH[W HPSOR\BBG/KPEB HRZHHWDIWLR G ®RD WKH $FWLRQ

&RPSHQVDWLRQ RIORQLWRULQJ RI WKH IL[HG DQG YDULDEOH UHPXQHUDWLRQ RI ([HFXWLYH

([HFXWLYH &RPPLWWHH
PHPEHUYV a ,QIRUPDWLRQ RQ WHUPV IRU WKH KLULQJ RU GHSDUWXUH RI ([HFXWLYH &

7KH &RPPLWWHH XVHG H[WHU )DO FRQVXOWDQWYV LQ
$SSRLQWPHQWYV *RYHUQDQFH DQG &65 &RPPLWWHH

$PRQJ WKH ILYH PHPEHUV RI WKH &RPPLWWHH IRXU DUH GHHPHG WR EH LQGHSHQGHQW
7KH &RPPLW ILYLAPHHW L Q ZLWK DQ RYHUDOO DWWHQGDQFH UDWH RI
,Q WKH PDLQ DFWLYLWLHV RI WKH $SSRLQWPHQWYVY *RYHUQDQFH DQG &65 &RPPLWWHH U

$SSRLQWPHQWYV a 6XFFHVVLRQ SODQQLQJ IRU WKH &KDLUPDQ DQG WKH &KLHI ([HFXWLYH 211
a &KDQJHV LQ WKH FRPSRVLWLRQ Rl WKH %RDUG DQG LWV &RPPLWWHHV
a &KDQJHV WR WKH ([HFXWLYH &RPPLWWHH LQ OLQH ZLWK WKH 30D\ WR :LG
a 3URSRVHG UHDSSRLQWPHQWY RI GLUHFWRUV DQG DSSRLQWPHQWYV RI QH

&RUSRUDWH JRY RAUXIP@PBH\ RI WKH %RDUG HYDOXDWLRQ FRQGXFWHG XQGHU WKH G
LPSOHPHQWDWLRQ RI WKH IRUPDO HYDOXDWLRQ RI WKH ZRUN RI WKH

a 5HYLHZ RI GLUHFWRU LQGHSHQGHQFH

4 5HYLHZ RI WKH ODQDJHPHQW 5HSRUW DQG WKH FRUSRUDWH JRYHUQDQF}
'REXPHQW G HQUHJLVF DQG WKH $QQXDO 5HSRUW RQ )RUP )

a 7KH JRYHUQDQFH URDGVKRZ FDPSDLJQ DUUDQJHG IRU WKH PDLQ LQYHV\
SROLFLHY DGRSWHG E\ SUR[\ DGYLVRUV

a BURSRVHG DPHQGPHQWYV RI WKH $UWLFOHV RI $VVRFLDWLRQ SXUVXDQW W
a BHYLVLRQV WR WKH %RDUG &KDUWHU

&RUSRUDWH DQGa6REQDWRULQJ Rl FKDQJHV LQ JHQGHU EDODQFH ZLWKLQ H[HFXWLYH ERGLH

5HVSRQVDELOLW\ ODWWHUV
a BHYLHZ RI WKH &65 SROLF\ Rl 6DQRIL DQG LWV SULQFLSDO FRPSHWLWRU

VSHFLILFDOO\ WKH FRPPLWPHQW WR VKRZLQJ OHDGHUVKLS LQ KHDOWK F

7KH &RPP XVHG H[WHUQDO FRQVXOWDQWYV LQ
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6WUDWHJ\ &RPPLWWHH

7ZR Rl WKH IRXU PHPEHUV RI WKH 6WUDWHJ\ &RPPLWWHH DUH GHHPHG WR EH LQGHSHQGHQV
7KH 6WUDWHJI\ &RPPLWWHH PHW ILYH WLPHV LQ

7KH &RPPLWWHH PHPEHUV KDG DQ H[HPSODU\ DWWHQGDQFH UHFRUG ZLWK DQ RYHUDOO DW
.Q WKH PDLQ DFWLYLWLHV Rl WKH 6WUDWHJ\ &RPPLWWHH UHODWHG WR

a XSGDWH RQ &KLQD

4 GLYHVWPHQW DQG DFTXLVLWLRQ SURSRVDOV DQG EXVLQHVV GHYHORSPHQW SULRULWLHYV
4 GHOLYHU\ RQ WKH 30D\ WR :LQ VWUDWHJ\ DQG

4 RSSRUWXQLWLHYV IRU DOOLDQFHV

7KH &RPP GLG QRW XVH H[WHUQDO FRQVXOWDQWYV LQ

6FLHQWLILF &RPPLWWHH

7ZR Rl WKH WKUHH PHPEHUV RI WKH 6FLHQWLILF &RPPLWWHH DUH LQGHSHQGHQW DQG LWV

a WR DVVLVW WKH %RDUG LQ VFUXWLQL]LQJ WKH VWUDWHJILF RULHQWDWLRQ DQG LQYH\
VWDQGSRLQW

a WR LGHQWLI\ DQG GLVFXVV HPHUJLQJ WUHQGY DQG QHZ FKDOOHQJHV LQ VFLHQFH DQG W
SRVVLEOH WR PHHW WKRVH FKDOOHQJHYV

a WR HQVXUH WKDW SURFHVVHV DUH LQ SODFH WR HQDEOH RSWLPDO GHFLVLRQ PDNLQJ
GHWHUPLQHG E\ WKH %RDUG DQG

a WR UHYLHZ DQG HYDOXDWH WKH TXDOLW\ RI 6DQRILxV VFLHQWLILF H[SHUWLVH DQG DGYL'

7KH &RPPLWWHH PHW WKUHH WLPHV LQ ZLWK DOO RI LWV PHPEHUV SUHVHQW DWW
JOREDO VXSSRUW IXQFWLRQ PDQDJHUY DQG RWKHU 6DQRIL HPSOR\HHV
7KH PDLQ DFWLYLWLHV RI WKH &RPPLWWHH LQ UHODWHG WR

a XSGDWH RQ WKH XVH RI GLJLWDO LQ 5"

a PDFUR PROHFXOH UHVHDUFK DQG

a FHOO DQG JHQH WKHUDS\

7KH &RPP GLG QRW XVH H[WHUQDO FRQVXOWDQWYV LQ
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SWWHQGDQFH UDWH RI %RDUG PHPEHUV

$WWHQ
"LUHFWRU DW %RD

6HUJH :HLQEHUJ &KDLUPDQ RI WKH %RDUG

3DX0O +XGVRQ &KLHI ([HFXWLYH 2IILFHU

/IDXUHQW $wWwDO

&KULVWRSKH %DEXOH

%HUQDUG RKDUO"V o)

5DFKHO 'XDQ F
/LVH .LQJR ¢
3DWULFN .URQ

:ROI1JDQJ 7DX] o)
%DUEDUD /BYHUQRYV o)
J)DELHQQH /HFRUYDLVLHU

OHODQLH /HH

ODULRQ FDOPH o) o) )
&DUROH 3LZQLFD

&KULVWLDQ 8HQHFWDLUH o)

*LOOHV 6FKQHSS E
'"LDQH 6RX]D

7KRPDV 6%GKRI

<DQQ 7UDQ o

c®

DW %RBIUGJH

DW %RD

/IDXUHQW $WWDO %HUQDUG &KDUO"V ODULRQ 3DOPH DQG &KULVWLDQ 6HQHFWDLUH DOO OHIW WKH %F
%DUEDUD /DYHUQRV :ROIJDQJ /DX[ DQG <DQQ 7UDQ MRLQHG WKH %RDUG GXULQJ

5DFKHO 'XDQ MRLQHG WKH &RPSHQVDWLRQ &RPPLWWHH LQ $SULO DQG DWWHQGHG ERWK RI WKH Pt
/ILVH .LQJR MRLQHG WKH $SSRLQWPHQWV *RYHUQDQFH DQG &65 &RPPLWWHH LQ $SULO DQG D\
DSSRLQWPHQW

® T mo

'LUHFWRUV ZKR ZHUH DEVHQW IURP VRPH PHHWLQJY SURYLGHG FOHDU DQG VXEVWDQWLDWI
SHUVRQDO PDWWHUV RU WR XQVFKHGXOHG PHHWLQJV FDOOHG DW VKRUW QRWLFH HVSH!
QHFHVVLWDWHG D %YRDUG PHHWLQJ

' (PSOR\HHYV

1XPEHU RI (PSOR\HHV

,Q 6DCPSOR' SHRSDRIUOGZLGH IHZHU WKDQ LQ 7KH WDEOHV EHORZ JLYH LC
JHRJUDSKLFDO DUHD DQG IXQFWLRQ DV RI '"HFHPEHU DQG

(PSOR\HHV E\ *HRJUDSKLFDO $UHD

$V RI '"HFHPEHU

(XURSH
8QLWHG 6WDWHV
5HVW RI WKH :RUOG

7TRWDO
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(PSOR\HHV E\ )XQFWLRQ

$V RI '"HFHPEHU

6DOHV )RUFH

5HVHDUFK DQG '"HYHORSPHQW
BURGXFWLRQ

ODUNHWLQJ DQG 6XSSRUW )XQFWLRQV

7TRWDO

, QGXVWULDO 5HODWLRQV

,Q DOO FRXQWULHV ZKHUH ZH RSHUDWH ZH VHHN WR VWULNH D EDODQFH EHWZHHQ RXU H
UHJDUG DV LQVHSDUDEOH

2XU UHVSRQVLELOLW\ WRZDUGV RXU HPSOR\HHV LV EDVHG RQ WKH EDVLF SULQFLSOHV RI R
6DQRIL HPSOR\HHV 7KH BRFLDO &KDUWHU DGGUHVVHV RXU NH\ FRPPLWPHQWVY WRZDUGV R
GLVFULPLQDWLRQ WKH ULJKW WR KHDOWK DQG VDIHW\ UHVSHFW IRU SULYDF\ WKH ULJKYV
HPSOR\HHV DQG WKHLU IDPLOLHY IUHHGRP RI DVVRFLDWLRQ DQG WKH ULJKW WR FROOHFW
*OREDO &RPSDFW RQ ODERU UHODWLRQV DQG ,/2 FRQYHQWLRQV JRYHUQLQJ WKH SK\VLFDO [

2XU ODERU UHODWLRQV DUH EDVHG RQ UHVSHFW DQG GLDORJXH ,Q WKLV VSLULW PDQD
H[FKDQJH YLHZV QHJRWLDWH VLIJQ DIUHHPHQWY DQG HQVXUH WKDW DJUHHPHQWY DUH EHL

(PSOR\HH GLDORJXH WDNHV SODFH LQ GLIIHUHQW ZD\V IURP FRXQWU\ WR FRXQWU\ DV GLF
FLUFXPVWDQFHYV HPSOR\HH GLDORJXH UHODWLQJ WR LQIRUPDWLRQ FRQVXOWDWLRQ DQG (
FRPSDQ\ OHYHO ,W PD\ EH RUJDQL]HG RQ DQ LQWHUSURIHVVLRQDO RU VHFWRULDO EDVLV F
WKURXJK D VSHFLILF IRUPDO ERG\ RU D FRPELQDWLRQ RI ERWK PHWKRGYV :KDWHYHU WKH
RSLQLRQV KHOS FUHDWH D VWLPXODWLQJ ZRUN HQYLURQPHQW DQG WDNH SDUW LQ GHFLV]
RQH RI WKH SULQFLSOHV RI WKH 6RFLDO &KDUWHU ZKHUHE\ LPSURYLQJ ZRUNLQJ FRQGL
HQYLURQPHQW JR KDQG LQ KDQG

SURILW VKDULQJ 6FKHPHYV (PSOR\HH 6DYLQJV 6FKHPHV DQG (

SURILW VKDULQJ VFKHPHYV
$00 HPSOR\HHV RI RXU JUHQFK FRPSDQLHV EHORQJ WR YROXQWDU\ DQG VWDWXWRU\ SURILW
9ROXQWDU\ VFKHPHYV

IROXQWDU\ VIFEKWRPHWVVHPHQW DBUBIN NWPOOWEWYYH VFKHPHV WKDW DUH RSWLRQDO IRU WK
SHUIRUPDQFH 7KH DLP LV WR JLYH HPSOR\HHVY DQ LQWHUHVW LQ WKH JURZWK RI WKH EXVLC

6DQRIL GLG QRW GLVWULEXWH DQ\ SURILW VKDULQJ LQ XQGHU YROXQWDU\ VFKHPHV LQ
VKDULQJ UHVHUYH H[FHHGHG WKH PD[LPXP DPRXQW DV GHWHUPLQHG E\ DSSOLFDWLRQ RI W

,Q $SULO ZH HQWHUHG LQWR D QHZ IL[HG WHUP VWDWXWRU\ SURILW VKDULQJ DJUHHPI
DSSOLHV WR DOO HPSOR\HHV RI RXU )UHQFK FRPSDQLHV 8QGHU WKH DJUHHPHQW 6DQRIL S
EDVLV RI WKH PRUH IDYRUDEOH RI L JURZWK LQ FRQVROLGDWHG QHW VDOHV DW FRQVWDQ
UDWLR RI RXU EXVLQHVV RSHUDWLQJ LQFRPH WR QHW VDOHV H[SUHVVHG DV D SHUFHQW
GHWHUPLQHYV ZKDW SHUFHQWDJH RI WRWDO SD\UROO LV WR EH DOORFDWHG WR WKH VFKH
UHODWHG SHUIRUPDQFH FRQGLWLRQ UHIOHFWLQJ SURJUHVV LQ HQYLURQPHQWDO PDWWHUYV
RI WRWDO SD\UROO

7KLV RYHUDOO DOORFDWLRQ LV UHGXFHG E\ WKH DPRXQW UHTXLUHG E\ ODZ WR EH WUDQVI
GLVWULEXWHG EHWZHHQ WKH HPSOR\HHV XQOHVV WKH WUDQVIHU WR WKH UHVHUYH HTXD
VSHFLILHG FULWHULD LQ ZKLFK FDVH QR SURILW VKDUH LV SDLG WR WKH HPSOR\HHV

6WDWXWRU\ VFKHPH

7KH VWDWXWRED WWKHPSDWLRQ GHYV VDODULOV DX NOVKQWIOWWIGI REDQIWUMISRIQMRU FRPSI
HPSOR\HHV WKDW PDGH D SURILW LQ WKH SUHYLRXV ILQDQFLDO \HDU

7KH LXQW GLVWULEXWHG E\ RXU )UHQFK FRPSDQLHV GXULQJ LQ UHVSHFW RI WKH VWDW.
UHSUHVHQWHG RI WRWDO SD\UROO

'LVWULEXWLRQ IRUPXOD

,@Q RUGHU WR IDYRU ORZHU SDLG HPSOR\HHV WKH YROXQWDU\ DQG VWDWXWRU\ SURILW Vt
EHWZHHQ WKRVH HQWLWOHG DV IROORZV

a SURUDWHG RQ WKH EDVLV RI WLPH VSHQW LQ WKH &RPSDQ\xV HPSOR\PHQW LQ WKH \HD

a SURUDWHG RQ WKH EDVLV RI JURVV DQQXDO VDODU\ UHFHLYHG GXULQJ WKH \HDU VXE
DQG DQ XSSHU OLPLW RI WKUHH WLPHV WKH VRFLDO VHFXULW\ FHLOLQJ
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(PSOR\HH VDYLQJV VFKHPHY DQG FROOHFWLYH UHWLUHPHQW VDYLQJV SO

7KH HPSOR\HH VDYLQJV DUUDQJHPHQWY RSHUDWHG E\ 6DQRIL BDOBQEG ¥ bk RLQI @i BRIORXIS HW |
FROOHFWLYH UHWLUHPHIOND ¢ B5vd % $0 WIRKH BBHR X U O ¥ KoRHWAHU & E WHHP 8 R OWDHHIFWIHV W WKH VXPV G
VWDWXWRU\ DQG YROXQWDU\ SURILW VKDULQJ VFKHPHVY SOXV YROXQWDU\ FRQWULEXWLRQV

,Q -XQ R WKH HPSOR\HHV ZKR EHQHILWHG IURP WKH SURILW VKDULQJ VFKHPHV RSWH
DQG U RSWHG WR LQYHVW LQ WKH FROOHFWLYH UHWLUHPHQW VDYLQJV VFKHPH

6DQRIL VXSSOHPHQWY WKH DPRXQW LQYHVWHG E\ HPSOR\HHV LQ WKHVH VFKHPHV E\ PDNLQJ
Q PLIO DQG LPOAHRH LQYHVWHG LQ WKH FROOHFWLYH VDYLQJV VFKHPH DQG WKH
UHVSHFWLYHO\ WKURXJK WKH YROXQWDU\ DQG VWDWXWRU\ VEKHPHV IRU DQG WKURXJK
(PSOR\HH VKDUH RZQHUVKLS

$V RI '"HFHPEHU VKDUHV KHOG XQGHU WKH FROOHFWLYH VDYLQJV VFKHPH E\ HPSOR\H

IRUPHU HPSOR\WHG WR XURMVKRODUH FDSLWDO

JRU PRUH LQIRUPDWLRQ DERXW RXU PRVW UHFHQW HPSOR\HH VKDUH RZQHUVKLS SODQ UHIF
&DSLWDO O ,QFUHDVHV LQ 6KDUH &DSLWDOU

( 6KDUH 2ZQHUVKLS
6HQLRU ODQDJHPHQW

OHPEHUV RI WKH ([HFXWLYH &RPPLWWHH KROG VKDUHV RI RXU &RPSDQ\ DPRXQWLQJ LQ WKH
([LVWLQJ 2SWLRQ 30DQV DV RI '"HFHPEHU

,Q WKH %RDUG RI 'LUHFWRUV UHYLHZHG 6DQRILXY FRPSHQVDWLRQ SROLF\ DQG GHFLGH

RQZDUGV 7KDW GHFLVLRQ ZDV WDNHQ WR VWDQGDUGL]H WKH WHUPV RI HTXLW\ EDVHG
IHHGEDFN IURP VRPH VKDUHKROGHUV DQG SUR[\ DGYLVRUV ZKR KDG FRQFHUQV DERXW VW
XQLQWHQGHG FRQVHTXHQFHV

6KDUH 3XUFKDVH 2SWLRQ 30DQV
$V RI '"HFHPEHU WKHUH ZHUH QR VWRFN SXUFKDVH RSWLRQ SODQV RXWVWDQGLQJ
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6KDUH 6 XEVFULSWLRQ 2SWLRQ 30DQV

WR WKH 1XPEHU RLXPEHU RI
7RWDO HPSOR\HHV VKDUHV RSWLRQV
'DWH RI QXPEHU RI WRDZDUGHG BMKIHUW GDWH RI ([HUFLVNXEVFULEHBDQFHOHGXPEHU RI
VKDUHKROGEWH RIRSWLR@RUSRUDWH PRVW H[HUFLVH ([SLU\ SULFH DV RI DV _RI RSWLRQV
6RXUFH DXWKRUL]DWURQQWIJUDQWHRIILFRUV RSWLRQV SHULRG GDWH F RXWVWDQGLQJ
$SULO ODUFK ) ODUFK 0DUFK i
6DQRIL DYHQWLV o) o)
$SULO ODUFK ) ODUFK 0DUFK i
6DQRIL DYHQWLV o) o)
0D\ 0DUFK i ODUFK O0DUFK
6DQRIL o)
0D\ 0DUFK i ODUFK O0DUFK i
6DQRIL o) o)
0D\ 0DUFK i ODUFK O0DUFK
6DQRIL o
0D\ 0DUFK i ODUFK O0DUFK )
6DQRIL o o)
0D\ 0DUFK ) ODUFK O0DUFK
6DQRIL o
0D\ 0DUFK ) ODUFK ODUFK )
6DQRIL o) o
0D\ -XQH ) -XQH -XQH )
6DQRIL o) o)
0D\ -XQH ) -XQH -XQH i
6DQRIL o) o)
0D\ -XQH i -XQH -XQH i
6DQRIL o) o)
0D\ 0D\ i 0D\ 0D\ i
6DQRIL o) o)
0D\ 0D\ i 0D\ 0D\ )
6DQRIL o o
0D\ 0D\ i 0D\ 0D\ )
6DQRIL o o)
0D\ 0D\ i 0D\ 0D\ )
6DQRIL o o)
0D\ 0D\ ) 0D\ 0D\ )
6DQRIL o) o
0D\ 0D\ ) 0D\ 0D\ )
6DQRIL o) o)
$SULO $SULO ) 0D\ $SULO i i
6DQRIL o) o) o)

D &RPSULVHV WKH &KLHI ([HFXWLYH 2IILFHU DQG DQ\ '"HSXW\ &KLHI ([HFXWLYH 2IILFHUV RU PHPEHUV R
E ,Q RIILFH DW WKH GDWH RI JUDQW
F ,QFOXGHV RSWLRQV FDQFHOOHG GXH WR SDUWLDO QRQ IXOILOPHQW RI SHUIRUPDQFH FRQGLWLR

,Q VWRFN RSWLRQV ZHUH H[HUFLVHG E\ LQGLYLGXDOV ZKR ZHUH ([HFXWLYH &RPPLW
SODQV LQYROYHG SRVW GDWH WKH FUHDWLRQ RI WKH ([HFXWLYH &RPPLWWHH 6DQRIL $YHQ'
RI ODUFK H[HUFLVH SULFH DQG 6DQRIL SODQ RI ODUFK H[HUFLVH SULFH

$V RI '"HFHPEHU D WRWDMRRN VXEVFULSWLRQ RSWLRQV UHPDLQHG RXWVRIDQIRQ@V $V
ZHUH LPPHGLDWHO\ H[HUFLVDEOH

([LVWLQJ BHUIRUPDQFH 6KDUH 30DQV DV RI '"HFHPEHU

7KH %YRDUG RI 'LUHFWRUV DZDUGV VKDUHV WR FHUWDLQ HPSOR\HHV LQ RUGHU WR JLYH WK}
LQ WKH VKDUH SULFH DV D SDUWLDO VXEVWLWXWH IRU WKH JUDQWLQJ RI VWRFN RSWLRQV

6KDUHVY DUH DZDUGHG WR HPSOR\HHV E\ WKH %RDUG RI 'LUHFWRUV RQ WKH EDVLV RI D OLVYV
'LUHFWRUV VHWV WHUPV RI WKH DZDUGV LQFOXGLQJ FRQWLQXLQJ HPSOR\PHQW FRQGLW
ILQDQFLDO \HDUV

7KH HPSOR\HH SODQV KDYH D WKUHH \HDU YHVWLQJ SHULRG ZLWK QR ORFN XS SHULRG

$W LWV PHHWLQJ RI $SULO WKH %RDUG RI 'LUHFWRUV DZDUGHG D VKDUH SHUIRUPDQF
a D )UDQFH SODQ XQGHU ZKLFK EHQHILFLDULHY FODVVLILHG DV U6HQLRU ([HFXWLYHVU Zt
a D )UDQFH SODQ XQGHU ZKLFK EHQHILFLDULHVY QRW FODVVLILHG DV UBHQLRU ([HFXWLY
4 DQ ,QWHUQDWLRQDO SODQ XQGHU ZKLFK EHQHILFLDULHY FODVVLILHG DV UBHQLRU ([HF]
a DQ ,QWHUQDWLRQDO SODQ XQGHU ZKLFK EHQHILFLDULHY FODVVLILHG DV UBHQLRU ([H
a D SODQ XQGHU ZKLFK SHUIRUPDQFH VKDUHV ZHUH DZDUGHG WR WKH &KLHI ([HFXWLYH
21 WKH EHQHILFLDULHV ZHUH ZRPHQ
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$W LWV PHHWLQJ RI 2FWREHU WKH %RDUG RI 'LUHFWRUV DZDUGHG D VKDUH SHUIRUP
UBHQLRU ([HFXWLYHVU ZHUH DZDUGHG D WRWDO RI VKDUHYV
21 WKRVH ILYH EHQHILFLDULHYV ZHUH ZRPHQ

7KH HQWLUHW\ RI WKRVH DZDUGV LV FRQWLQJHQW XSRQ FULWHULD EDVHG RQ EXVLQHVV C
HPSOR\HHV FODVVLILHG DV U6HQLRU ([HFXWLYHVU DQ DGGLWLRQDO FULWHULRQ EDVHG RQ
RI WKH WRWDO 9HVWLQJ LV VXEMHFW WR D QRQ FRPSHWH FODXVH

7KH QXPEHU RI VKDUHVY DZDUGHG WR WKH &KLHI ([HFXWLYH 2IILFHU LQ UHSUHVHQWYV
WKH $QQXDO *HQHUDO OHHWLQJ RI $SULO RI RXU VKDUH FDSLWDO DQG R1 WK
7KH DZDUGY UHSUHVHQW D GLOXWLRQ RI DSSUR[LPDWHO\ RI RXU XQGLOXWHG VKDUH

1RW DOO RI RXU HPSOR\HHV ZHUH DZDUGHG SHUIRUPDQFH VKDUHV EXW D QHZ YROXQWDU\ !
JLYHVY DOO RI RXU HPSOR\HHYVY DQ LQWHUHVW LQ 6DQRILxYV SHUIRUPDQFH IRU PRUH GHWDL
6FKHPHV DQG (PSOR\HH 6KDUH 2ZQHUVKLSU DERYH

SHUIRUPDQFH 6KDUH 30DQV

WR WKH 1XPEHU RI
7RWDO HPSOR\HHV 1XPEHU RI ULJKWV
'DWH RI QXPEHU RI WRDZDUGHG BMWKIHUW GDWH RI VKDUHV FDQFHOHGXPEHU RI
VKDUHKROGBWH RI VKDUHVFRUSRUDWH PRVW YHVWLQIHVWLQQG RI ORFNHVWHG DV RI DV RNKDUHV QRW \HW
6RXUFHMXWKRUL]DWDEQUGDZDUGHGRIILFAUV VKDUHV SHUL'RG GDWH XS SHULRG € YHVWHG
0D\ 0D\ ) 0D\ 0D\ 0D\ )
6DQRIL o o)
0D\ 0D\ ) 0D\ 0D\ 0D\ )
6DQRIL o o)
0D\ 0D\ ) 0D\ 0D\ 0D\ )
6DQRIL o o)
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D &RPSULVHV WKH &KDLUPDQ &KLHI ([HFXWLYH 2I1ILFHU WKH &KLHI ([HFXWLYH 2IILFHU DQG DQ\ 'HSXW
%RDUG LQ RIILFH DW WKH GDWH RI JUDQW

E ,Q RIILFH DW WKH GDWH RI JUDQW

F 6XEMHFW WR WKH FRQGLWLRQV VHW

G ,QFOXGHYV ULJKWVY FDQFHOOHG GXH WR SDUWLDO QRQ IXOILOPHQW RI SHUIRUPDQFH FRQGLWLRQ

$V Rl '"HFHPEHU VKDUHVY KDG QRW \HW YHVWHG SHQGLQJ IXOILOPHQW RI SHUIRUPDQFt

,Q WKH LQWHUHVWYVY RI WUDQVSDUHQF\ ZH GLVFORVH EHORZ DWWDLQPHQW OHYHOV DV GHYV
SHUIRUPDQFH FRQGLWLRQV DSSOLFDEOH WR WKH HTXLW\ EDVHG FRPSHQVDWLRQ SODQV DZCL
RI RXU ([HFXWLYH &RPPLWWHH 7KH %RDUG EHOLHYHV WKDW GLVFORVLQJ WKRVH DWWDLQP
WKH GHPDQGLQJ QDWXUH RI WKRVH FRQGLWLRQV

'XULQJ WKH \HDU HQGHG 'HFHPEHU WKH WHQ HPSOR\HHV RWKHU WKDQ FRUSRUDWH
DZDUGHG D WRWDO RI VKDUHYV
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3%57 ,
,7(0 'LUHFWRUV VHQLRU PDQDJHPHQW DQG HPSOR\HHV

6KDUHVY 2ZQHG E\ OHPEHUV RI WKH %RDUG RI 'LUHFWRUYV

$V Rl '"HFHPEHU PHPEHUV RI RXU %RDUGHJDWH WRWN VK RAUGXIQEG WKH RIJWKH VKDUH F
WKH YRWLQJ ULJKWV H[FOXGLS RI OKOFHD KIRAQHAUIVKRUO©ODO DV RI VXFK GDWH ZKLF
%DUEDUD /IDYHUQRV RU &KULVWRSKH %DEXOH ZKR GLVFODLP EHQHILFLDO RZQHUVKLS RI VX

7TUDQVDFWLRQV LQ 6KDUHV E\ OHPEHUV RI WKH %RDUG RI '"LU}L

$VvV IDU DV 6DQRIL LV DZDUH WUDQVDFWLRQV LQ RXW VHRPUIGNRHREHDWULHG RIXMFXEWUYRY Z
PDNH PDQDJHPHQW GHFLVLRQV DIIHFWLQJ RXU IXWXUH GHYHORSPHQW DQG FRUSRUDWH VW
LQGLYLGXDOV DV SHU $SUWLFOH / RI WKH )UHQFK ORQHWDU\ DQG )LODQFLDO &RGH Z

a RQ 'HFHPEHU %DUEDUD /IDYHUQRV GLUHFWRU SXURKDVYKGOUH VKDUHV DW D SULFH F
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3%$57 ,
,7(0 ODMRU VKDUHKROGHUY DQG UHODWHG SDUW

, WHP ODMRU 6KDUHKROGHUY DQG 5HOD

$ ODMRU 6KDUHKROGHUYV

7KH WDEOH EHORZ VKRZV WKH RZQHUVKLS RI RXU VKDUHYV DV RI -DQXDU\ LQGLFDWLQ
RXU NQRZOHGJH DQG RQ WKH EDVLV RI WKH QRWLILFDWLRQV UHFHLYHG DV GLVFORVHG E
VKDUHKROGHU FXUUHQWO\ KROGV PRUH WKDQ RlI RXU VKDUH FDSLWDO RU YRWLQJ ULJKWYV

1XPEHU RI DFWXDO 7KHRUHWLFDO QXPEHU
7RWDO QXPEHU RI YRWLQJ ULJKWYV RI YRWLQJ ULJKWYV
LVVXHG VKDUHVY H[FOXGLQJ WUHDWXU\ LIQFOKGLQJ WUHDVXU\ VKDUHV
1XPEHU 1XPEHU 1XPEHU

/x2U©DO

%ODFNBRFN

(PSOR\AHV

3XEOLF

7UHDVXU\ VKDUHV o) o

7RWDO

D %DVHG RQ %ODFN5RFN@V GHFODUDWLRQ GDWHG -DQXDU\

E 6KDUHV KHOG YLD WKH 6DQRIL *URXS (PSOR\HH 6DYLQJV 30DQ

F 1XPEHU RI VKDUHV UHSXUFKDVHG DV RI -DQXDU\ XQGHU WKH VKDUH UHSXUFKDVH SURJUDP LQ IR

G %DVHG RQ WKH WRWDO QXPEHU RI YRWLQJ ULJKWV DV RI -DQXDU\

H %DVHG RQ WKH WRWDO QXPEHU RI YRWLQJ ULJKWV DV RI -DQXDU\ DV SXEOLVKHG LQ DFFRUGDQ

WKH $XWRULW®© GHV PDUFKOV ILQDQFLHUV L H LQFOXGLQJ WUHDVXU\ VKDUHV WKH YRWLQJ ULJKWV R

2XU $UWLFOHV RI $VVRFLDWLRQ SURYLGH IRU GRXEOH YRWLQJ ULJKWV IRU VKDUHV KHOG LC
PD\ EHQHILW IURP GRXEOH YRWLQJ ULJKWV LI WKHVH FRQGLWLRQV DUH PHW DQG QR VKI
LQIRUPDWLRQ UHODWLQJ WR RXU VKDUHV VHH U,WHP $GGLWLRQDO ,QIRUPDWLRQ O % OH

IHLWKHU /x2U©DO QRU %ODFN5RFN KROGV GLIIHUHQW YRWLQJ ULJKWV IURP WKRVH RI RXU R

7R WKH EHVW RI RXU NQRZOHGJH QR RWKHU VKDUHKROGHU FXUUHQWO\ KROGVY GLUHFWO\
RXU VKDUH FDSLWDO RU YRWLQJ ULJKWV )XUWKHUPRUH ZH EHOLHYH WKDW ZH DUH QRW Gl
RU JRYHUQPHQW RU E\ DQ\ RWKHU QDWXUDO RU OHJDO SHUVRQV 7R RXU NQRZOHGJH WK
FRQWURO

'XULQJ WKH \HDU HQGHG 'HFHPEHU ZH UHFHLYHG VHYHUDO VKDUH RZQHUVKLS GHFO
EHHQ SDVVHG DV UHTXLUHG XQGHU $UWLFOH / RI WKH J)UHQFK &RPPHUFLDO &RGH

'RGJH &R[ DFWLQJ RQ EHKDOI RI LWV FOLHQWYV DQG IXQGV XQGHU LWV PDQDJHPHQW GH
WKH WKUHVKROG LQ WHUPV RI VKDUH FDSLWDO DQG KROGV RQ EHKDOI RI LWV FOLHQWYV
ULJKWV

'RGJH &R[ DFWLQJ RQ EHKDOI RI LWV FOLHQWY DQG IXQGV XQGHU LWV PDQDJHPHQW GHF
WKH WKUHVKROG LQ WHUPV RI YRWLQJ ULJKWV DQG KROGV RQ EHKDOI RI LWV FOLHQWYV
ULJKWV

'RGJH &R[ DFWLQJ RQ EHKDOI RI LWV FOLHQWY DQG IXQGV XQGHU LWV PDQDJHPHQW GHF
WKH WKUHVKROG LQ WHUPV RI YRWLQJ ULJKWV DQG KROGV RQ EHKDOI RI LWV FOLHQWYV
ULJKWYV

,Q DGGLWLRQ WR WKH VWDWXWRU\ UHTXLUHRBHN@\WR UWR cL GIRW FP PWKAHKE\R WEQHDR HUBHEIE MV KL D Q F
ODUNHWY 5HIJXODWRU WKDW WKH\ KROG D QXPEHU RI VKDUHV RU RI VHFXULWLHV HTXLYDO!
WKH JUHQFK &RPPHUFLDO &RGH UHSUHVHQWLQJ PRUH WKDQ RQH WZHQWLHWK RQH WHC
TXDUWHU WKUHH WHQWKV RQH WKLUG RQH KDOI WZR WKLUGYV QLQH
VKDUH FDSLWDO RU WKHRUHWLFDO YRWLQJ ULJKWV ZLWKLQ IRXU WUDGLQJ GD\V DIWHU FUR
&RPPHUFLDO &RGH DQ\ QDWXUDO RU OHJDO SHUVRQ ZKR GLUHFWO\ RU LQGLUHFWO\ FRPH\
VHFEXULWLHYV JLYLQJ IXWXUH DFFHVV WR WKH &RPSDQ\xV FDSLWDO WKDW LV HTXDO WR RU J
LQIRUP WKH &RPSDQ\ WKHUHRI E\ UHJLVWHUHG PDLO UHWXUQ UHFHLSW UHTXHVWHG LQGL]
IROORZLQJ WKH GDWH RQ ZKLFK HDFK Rl WKH WKUHVKROGY ZDV FURVVHG

,| VXFK GHFODUDWLRQ LV QRW PDGH WKH VKDUHV LQ H[FHVV RI WKH IUDFWLRQ WKDW VKR
VKDUHKROGHUVx PHHWLQJV LI RQ WKH RFFDVLRQ RI VXFK PHHWLQJ WKH IDLOXUH WR GHF(
FROOHFWLYHO\ KROGLQJ DW OHDVW RI WKH &RPSDQ\xV VKDUH FDSLWDO RU YRWLQJ ULJKW]

$Q\ QDWXUDO RU OHJDO SHUVRQ LV DOVR UHTXLUHG WR LQIRUP WKH &RPSDQ\ LQ WKH IRU
DERYH D VSHFLILHG WKUHVKROG LI WKHLU GLUHFW RU LQGLUHFW KROGLQJ SDVVHV EHORZ |

6LQFH -DQXDU\ 6DQRIL KDV RQO\ UHFHLYHG VKDUH RZQHUVKLS GHFODUDWLRQV RI VWD
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3%$57 ,
,7(0 ODMRU VKDUHKROGHUV DQG UHODWHG SDUW\ WUDQVDFWLRQV

$V RI '"HFHPEHU LQGLYLGXDO VKDUHKROGHUV LQFOXGLQJ HPSOR\HHV RI 6DQRIL DC
KROGLQJ VKDUHV YLD WKH 6DQRIL *URXS (PSOR\HH 6DYLQJY 30DQ KHOG DSSUR[LPDWHO\
H[FOXGLQJ /x2U©GDO KHOG DSSUR[LPDWHO\ Rl RXU VKDUH FDSLWDO 6XFK VKDU
JUHQFK DQG %ULWLVK *HUPDQ LQVWLWXWLRQV KHOG R1I RXU VKDUH FDSLWI
RWKHU (XURSHDQ FRXQWULHV KHOG DQG &DQDGLDQ LOQVWLWXWLRQV KHOG R1 RXU \
H[FOXGLQJ WKRVH IURP (XURSH DQG 1RUWK $PHULFD KHOG DSSUR[LPDWHO\ R1 RXU
KDYH LGHQWLILHG VKDUHKROGHUV RI UHFRUG ,Q WKH 8QLWHG 6WDWHV RXU KRVW
DQG LGHQWLILHG $'6 KROGHUV RI UHFRUG

6RXUFH D VXUYH\ FRQGXFWHG E\ (XURFOHDU )UDQFH DV RI '"HFHPEHU DQG LOQWHUQD(

6KDUHKROGHUVY $JUHHPHQW
'H DUH XQDZDUH RI DQ\ VKDUHKROGHUVx DJUHHPHQW FXUUHQWO\ LQ IRUFH
% 5HODWHG 3DUW\ TUDQVDFWLRQV

6HH 1RWH ' WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP R1V

& ,QWHUHVWYV RI ([SHUWYV DQG &RXQVHO
1s
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3$57 ,
,7(0 )LQDQFLDO LQIRUPDWLR

JWHP )LQDQFLDO ,QIRUPDWLRQ

$ &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY DQG 2WKHU
,QIRUPDWLRQ

2XU FRQVROLGDWHG ILQDQFLDO VWDWHPHOPMPBPHWURI DQG DRIG WER HHHIMFWD MRKBEH GEQ WKLV DQC
DW U,WHP J)LQDQFLDO 6WDWHPHQWV U

'LYLGHQGV RQ 2UGLQDU\ 6KDUHYV

‘H SDLG DQQXDO GLYLGHQGV IRU WKH \HDUV HQGH®BG'HBPHERNMU VKDUHKROGHUYV ZLOO EH D)
WKH SD\PHQW RI DQ DQQXD® G VKIDAHQ R BUWKMHO \HDU DW RXU QH[W DQQXDO VKDUHKROGHU"
GLYLGHQG ZLOO EH SDLG RQ 0D\

‘H H[SHFW WKDW ZH ZLOO FRQWLQXH WR SD\ UHJXODU GLYLGHQGVY EDVHG RQ RXU ILQDQFLI
GLYLGHQG HTXDWHV WR D RSILRWW LEEXW IQRIY VR IQHW LQFRPH )RU LQIRUPDWLRQ RQ WKH QRQ |
HDUQLQJV SHU VKDUHU VHH U,WHP 2SHUDWLQJ DQG )LQDQFLDO 5HYLHZ DQG 3URVSHFWV O

7KH IROORZLQJ WDEOH VHWV IRUWK LQIRUPDWLRQ ZLWK UHVSHFW WR WKH GLXYQGHQGYV SDL(
ILVFDO \HDUV DQG WKH GLYLGHQG WKDW ZLOO EH SURSRVHG IRUIDGEL®R YBDUED W XRIX M KU H K
VKDUHKROGHUVx PHHWLQJ

'LYLGHQG SHU 6KDUH
'LYLGHQG SHUE6KDUH

D 3URSRVDO VXEMHFW WR VKDUHKROGHU DSSURYDO
E %DVHG RQ WKH UHOHYDQW \HDU HQG H[FKDQJH UDWH

7KH GHFODUDWLRQ DPRXQW DQG SD\PHQW RI DQ\ IXWXUH GLYLGHQGY ZLOO EH GHWHUPLC
RUGLQDU\ JHQHUDO PHHWLQJ IROORZLQJ WKH UHFRPPHQGDWLRQ RI RXU %RDUG RI 'LUH
RSHUDWLRQV ILQDQFLDO FRQGLWLRQ FDVK UHTXLUHPHQWYV IXWXUH SURVSHFWY DQG RWK
ZH FDQQRW DVVXUH \RX WKDW ZH ZLOO SD\ GLYLGHQGYV LQ WKH IXWXUH RQ D FRQWLQXRXYV I
GLYLGHQGY DSSURYHG E\ DQ RUGLQDU\N JHQHUDO PHHWLQJ RI VKDUHKROGHUV ZLWKLQ QLQH

'LVFORVXUH SXUVXDQW WR 6HFWLRQ U RI WKH 8QLWHG 6WI

6DQRIL HQJDJHV LQ OLPLWHG EXVLQHVV DFWLYLWLHV ZLWK ,UDQ UHODWHG WR KXPDQ |
SKDUPDFHXWLFDOV DQG YDFFLQHVY 7KHVH DFWLYLWLHYV ZKLFK DUH GLVFORVHG SXUVXDQW
DV DPHQGHG DUH QRW ILQDQFLDOO\ PDWHULDO WR 6DQRIL DQG FRQWULEXWHG ZHOO XQGHL

6DQRILxV 86 DIILOLDWHY DQG QRQ 86 DIILOLDWHV RZQHG RU FRQWUROOHG E\ 6DQRILXV 86 D
XQGHU OLFHQVHV LVVXHG E\ WKH 86 'HSDUWPHQW RI WKH 7UHDVXU\xV 21ILFH Rl JRUHLJQ $V\

6DQRIL DQG FHUWDLQ QRQ 86 6DQRIL DIILOLDWHY HQJDJH LQ OLPLWHG EXVLQHVV DFWLYLWL
VXFK DXWKRUL]DWLRQ

,Q 6DQRIL DQG WKH ,UDQ )RRG DQG 'UXJ $GPLQLVWUDWLRQ ,)'$ DQ HQWLW\ DIILOLD)
(GXFDWLRQ VLJQHG D OHPRUDQGXP Rl &RRSHUDWLRQ 02& UHJDUGLQJ L SRWHQWLDO I}
UHSXWDEOH ,UDQLDQ PDQXIDFWXUHUV LQ SDUWLFXODU WR HQKDQFH LQGXVWULDO TXDOL
OHGLFDO (GXFDWLRQ RQ SURJUDPV IRU WKH SUHYHQWLRQ DQG FRQWURO RI FHUWDLQ FKUR(
DQG LLL SRWHQWLDO IXWXUH FROODERUDWLRQ RQ HSLGHPLRORJLFDO VWXGLHV ,Q
UHYHQXH RU QHW SURILWV

&HUWDLQ QRQ 86 6DQRIL DIILOLDWHY HQJDJH LQ OLPLWHG EXVLQHVV ZLWK ,UDQLDQ FRXQW|
DV SXEOLF KRVSLWDOV RU GLVWULEXWRUV ,Q WKRVH EXVLQHVV DFWLYLWLHV JHQHL
FRQWULEXWHG QR PRUH WKDQ PLOOLRQ LQ QHW SURILWV

J)LQDOO\ D UHSUHVHQWDWLYH RIILFH LQ 7THKUDQ LQFXUV LQFLGHQWDO H[SHQVHV IURP VWDW

6DQRIL EHOLHYHV WKDW LW DQG LWV DIILOLDWHVx DFWLYLWLHY DUH FRPSOLDQW ZLWK DS
6DQRIL DQG LWV DIILOLDWHYVY LQWHQG WR FRQWLQXH WKHLU RQJRLQJ DFWLYLWLHYV LQ ,UDQ

,QIRUPDWLRQ RQ /HJDO RU $UELWUDWLRQ 3URFHHGLQJV

7KLV ,WHP LQFRUSRUDWHV E\ UHIHUHQFH WKH GLVFORVXUHV IRXQG LQ 1RWH ' WR WK
DQQXDO UHSRUW PDWHULDO XSGDWHV WKHUHWR DV RI WKH GDWH RI WKLV DQQXDO UHSRU'
O 8SGDWHV WR 1RWH 0]

6DQRIL DQG LWV VXEVLGLDULHY DUH LQYROYHG LQ OLWLIJDWLRQ DUELWUDWLRQ DQG RWK
SURGXFW OLDELOLW\ FODLPV LQWHOOHFWXDO SURSHUW\ ULJKWV SDUWLFXODUO\ FODLPV
6DQRIL SURGXFWYV FRPSHWLWLRQ ODZ DQG WUDGH SUDFWLFHVY FRPPHUFLDO FODLPV HPES
FODLPV ZDVWH GLVSRVDO DQG SROOXWLRQ FODLPV DQG FODLPV XQGHU ZDUUDQWLHV RU L
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3$57 ,
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$V D UHVXOW ZH PD\ EHFRPH VXEMHFW WR VXEVWDQWLDO OLDELOLWLHV WKDW PD\ QRW E
UHSXWDWLRQ :KLOH ZH GR QRW FXUUHQWO\ EHOLHYH WKDW DQ\ RI WKHVH OHJDO SURFHI
SRVLWLRQ OLWLJDWLRQ LV LQKHUHQWO\ XQSUHGLFWDEOH $V D FRQVHTXHQFH ZH PD\ LQ \
WKDW FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ UHVXOWY RI RSHUDWLRQV FDVK IORZV

3DWHQWV

/DQWXVODQ 3DWHQW /LWLIJDWLRQ 8QLWHG 6WDWHYV

,Q -XQH 0\ODQ 3KDUPDFHXWLFDOV,QWHU BEMMNGHZH WIS LURQVSBREIDWHQW 1RV DQC
UHJDUGLQY ZD@WXWKH 8QLWHG 6WDWHV 3DWHQW 2IILFH 3DWHQW 7ULDO DQG $SSHDO %RDUG
RI DOO FODLPV Rl WKHVH SDWHQWY ,Q 'HFHPEHU WKH 37$% LVVXHG D GHFLVLRQ LQYD
1RYHPEHU D SDQHO RI WKUHH MXGJHV Rl WKH 8QLWHG BWDWHV &RXUW Rl $SSHDOV IF
DIILUPLQJ WKH 'HFHPEHU 37$% GHFLVL'RIRWRRQYDWLE QWM H@ A/ /DQVRRKWREH U WKH 6
UHYLHZ RI WKH 1RYHPEHU JHGHUDO &LUFXLW UXOLQJ ,Q 1RYHPEHU WKH 'LVWULFW |
WKHVH IRUPXODWLRQ SDWHQWYVY 7KH SURFHHGLQJV FRQFHUQLQJ WKH IRUPXODWLRQ SDWHQ'

,Q 2FWREHU VHYHUDO 6DQRIL HQWLWLHV ILOHG D SDWHQW LQIULQJHPHQW VXLW DJD
3KDUPDFHXWLFDOV ,QF FROOHFWLYHO\ U0\ODQU LQ WKH 8QLWHG 6WDWHV 'LVWULFW &R X!
9LUJLQLD ,Q LWV VXLWV 6DQRIL DOOHJHV LQIULQJHPHQW RI VHYHUDO SDWHQWYV 7KH VXLV
6HSWHPEHU LQ ZKLFK 0\ODQ VWDWHG WKDW LW KDG ILOHG DQ E 1'$ ZLWK WKH )'$
0\0ODQ DOVR VWDWHG WKDW LWV 1'$ LQFOXGHG D SDUDJUDSK ,9 FHUWLILFDWLRQ FKDOOHOQ.
%RRN IRU 6DQRIIDYG/DIHYFBRORE7TSURGXFWY ,Q JHEUXDU\ WKH :HVW 9LUJLQLD FDVH ZDV
SURFHHGHG RQO\ ZLWK WKH 1HZ -HUVH\ ODZVXLW %LRFRQ /WG %LRFRQ 5HVHDUFK /WG Y
1HZ -HUVH\ ODZVXLW LQ -XO\ ,Q ODUFK WKH 1HZ -HUVH\ 'LVWULFW &RXUW UXOHG L
3DWHQW 1R LQYDOLG DQG QRW LQIULQJHG E\ 0\ODQxV SHQ SURGXFW 6DQRIL KDV D
&LUFXLW &$)& 2Q 'HFHPEHU WKH &$)& DIILUPHG WKH 37$%xV LQYDOLGLW\ UXOLQJ
DSSHDO DV PRRW 0\0DQ KDG ODXQFKHG LWV QRQ LQWHUFKDQJHDEOH SHQ DQG YLDO SURGX

,Q 6HSWHPEHU 0\ODQ ILOHG SHWLWLRQV DVNLQJ WKH 37$% WR FRPPHQFH ,35 SURFH

DQG FKDOOHQJLQJ WKH YDOLGLW\ RI FHUWDLQ FODLPV RI WKHVH 6DQ
ZLWK QLQH RI WKH ,35 SURFHHGLQJVY FRQFHUQLQJ WKHVH ILYH SDWHQWYV 3IL]JHU ,QF MR
FRQFHUQLQJ 86 3DWHQW 1R ,Q WKH 378% UXOHG WKDW WZR FODLPV RI 86
FODLPVY DUH LQYDOLG 6DQRIL KDV DSSHDOHG WKH DGYHUVH 37$% GHFLVLRQV WR WKH &%$)&
WKDW ZDV DGYHUVH WR WKHP ,Q -DQXDU\ 6DQRIL VHWWOHG ZLWK 3IL]JHU FRQFHUQLQJ
FURVV DSSHDO FRQFHUQLQJ 86 3IDWHQW 1R ZDV GLVPLVVHG E\ WKH &%$)& 2Q 'HFHPE
LQYDOLGLW\ UXOLQJV

,Q 2ZFWREHU 0\ODQ ILOHG WZR SHWLWLRQV DVNLQJ WKH 37$% WR FRPPHQFH ,35 SURFHF}
YDOLGLW\ RI WKH FODLPV RI WKLY 6DQRIL SDWHQW 7KH 37%$% GHFLGHG WR PRYH IRUZDUG L
RI WKHVH WZR ,35V LQ $SULO ,Q ODUFK WKH 37$% LVVXHG D ZULWWHQ GHFLVLRQ L
6DQRIL DSSHDOHG WR WKH &$)& 7KH DSSHDO LV XQGHUZD\

a &HUGHOJDn 3IDWHQW /LWLJDWLRQ 8QLWHG 6WDWHYV

,Q ODUFK 6DQRIL *HQJ\PH VHWWOHG WKH FDVH ZLWK DOO RI WKH GHIHQGDQWYVY &LSC
3KDUPDFHXWLFDOV 86% ,QF 'U 5HGG\ V /I DERUDWRULHV /WG $SRWH[ ,QF $LIDQW 'UXJ
FORVHG

*RYHUQPHQW LQYHVWLIJDWLRQVY DQG UHODWHG OLWLJIJDWLRQ

JURP WLPH WR WLPH VXEVLGLDULHV RI 6DQRIL DUH VXEMHFW WR JRYHUQPHQWDO LQYHVWL
LQTXLULQJ DV WR WKH SUDFWLFHV RI 6DQRIL ZLWK UHVSHFW WR WKH VDOHV PDUNHWLQJ D

,Q -XQH WKH 8QLWHG 6WDWHY GHFOLQHG WR LQWHUYHQH LQ D )DOVH &ODLPV $FW DFWL
GLG QRW GLVFORVH FHUWDLQ YDULDEHOWLKMO DRV RUH ¥ 8 RGALID XY\HFG 3WIWILY FDVH DQG LW ZDV GL
&LUFXLW &RXUW RI $SSHDOV UHYHUVHG WKH GLVPLVVDO LQ 6HSWHPEHU DQG UHPDQGHG
7KH FDVH ZDV GLVPLVVHG D VHFRQG WLPH LQ 2FWREHU $ VHFRQG DSSHDO LV H[SHFW!I
*HQHUDO DFWLRQ LQ 1HZ OH[LFR VWDWH FRXUW FROFRUQLQ X /K HE WIDQ@ W V@ GRRDSNHVOL QJ R

JURP WKURXJK VHYHUDO JRYHUQPHQW DJHQFLHV LVVXHG &LYLO ,QYHVWLJDWLYH 'HF
WKH SURGXFWLRQ RI GRFXPHQWY DQG LQIRUPDWLRQ UHODWLQJ WR 6DQRILxV"WHDGMN BQ G S
OLWLJDWLRQ 6DQRIL 86 LV FRRSHUDWLQJ ZLWK HDFK RI WKH IROORZLQJ LQYHVWLIJDWLRQV

a :DVKLQJWRQ 6WDWH $WWRUQH\ *HQHUDOXxV RIILFH &,"' LVVXHG LQ ODUFK FRYHULQJ WK

a &DOLIRUQLD 6WDWH $WWRUQH\ *HQHUDOXxV RIILFH LVVXHG ILUVW VHW RI LQWHUURJDWRU
GRFXPHQW UHTXHVWYV LQ )HEUXDU\ FRYHULQJ WKH SHULRG IURP WR WKH SUHVHQW
FRYHULQJ WKH SHULRG WR WKH SUHVHQW DQG VHFRQG VHW RI LOWHUURJDWRULHYV L
SUHVHQW

a 1HZ <RUN 6WDWH $WWRUQH\ *HQHUDOXV RIILFH GRFXPHQW VXESRHQD LVVXHG LQ -XO\
a &RORUDGR 6WDWH $WWRUQH\ *HQHUDOXV RIILFH &,' LVVXHG LQ 'HFHPEHU FRYHULQJ W
a 9HUPRQW 6WDWH $WWRUQH\ *HQHUDOXV RIILFH &,' LVVXHG LQ 'HFHPEHU FRYHULQJ WK

,Q 6HSWHPEHU 6DQRIL 86 UHFHLYHG D &LYLO ,QYHVWLJIJDWLYH 'HPDQG &,' IURP WKH &8
.HY]D'UBUDOJ XBH@® =00 WU DXXQH WKH JRYHUQPHQW GHFOLQHG WR LQWHUYHQH LQ WKH X
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,7(0 )LQDQFLDO LQIRUPDWLR
1RYHPEHU 7KH JRYHUQPHQW LQYHVWLIJDWLRQ LQWR WKLV PDWWHU LV QRZ FORVHG 5H
2FWREHU DQG 'HIHQGDQWV ILOHG PRWLRQV WR GLVPLVV LQ -DQXDU\

,Q JHEUXDU\ *HQ]J\PH &RUSRUDWLRQ UHFHLYHG D &,"' I[IURP WKH 86 '"HSDUWPHQW RI -XVWL

UHODWLQJ WR *HQ]J\PH &RUSRUDWLRQxV SD\PHQWYV PDGH WR YHQGRUV RU GHYHORSHUV RI H
LV FRRSHUDWLQJ ZLWK WKLV LQYHVWLJDWLRQ

,QVXOLQ 5HODWHG /LWLJDWLRQ

,Q '"HFHPEHU DQG -DQXDU\ WZR SXWDWLYH FODVV DFWLRQV ZHUH ILOHG DJDLQVW 6D
ODVVDFKXVHWWYVY RQ EHKDOI RI GLUWDRO HNXQOIKBENHWY LR DMAW YA XVW YLRODWLRQV ,Q -Df
30DLQWLIIVX FRPSODLQW DJDLQVW 6DQRIL 3O0ODLQWLIIV DSSHDOHG WKDW RUGHU WR WKH &
JHEUXDU\ UHYHUVLQJ DQG UHPDQGLQJ WR WKH GLVWULFW FRXUW 'LVFRYHU\ LV XQGH

7KHUH DUH VHYHUDO OLWLJDWLRQ PDWWHUV SHQGLQJ LQ WKH 8QLWHG 6WDWHV WKDW
PDQXIDFWXUHUV UHJDUGLQJ DV FRQFHUQV" 69RIFG LN NWKHRKER VKLQUVRDODEWKWRPH FRPEL
YLRODWLRQV RI WKH 5DFNHWHHU ,QIOXHQFHG DQG &RUUXSW 2UJDQL]DWLRQV $FW U5,&2
SUDFWLFHVY VWDWXWHY YLRODWLRQV RI IHGHUDO DQWLWUXVW ODzZV XQMXVW HQULFKPHC
PDWWHUV LV DV IROORZV

a ,Q UH ,QVXOL@MGHUBPIQRQILVWULFW &RXUW RI 1HZ -HUVH\ ILOHG LQ RQ EHKDOI RI D SXWD'
O GLVFRYHU\ FRPPHQFHG LQ 6HSWHPEHU

a 063 5SHFRYHU\ &ODLPV G6HULHV //& Y 6DQRIHGSHHOWLVYVSBUL&EWHSROOW RI 1HZ -HUVH\ ILO}
OHGLFDUH 6HFRQGDU\ 3D\RUV

O GLVFRYHU\ FRPPHQFHG LQ 1RYHPEHU
a 6WDWH RI OLQQHVRWD YYHGHQRIQ 86/ WWLE® &RXUW RI 1HZ -HUVH\ ILOHG LQ
O GLVFRYHU\ FRPPHQFHG LQ -XO\
4 &RPPRQZHDOWK RI .HQWXFN\ YV 6D Q R.IH QS X RNV LAIWDON/HEE RN WO ILOHG LQ
O FRXUW GHQLHG WKH GHIHQGDQWY PRWLRQ WR GLVPLVV LQ -DQXDU\ 'LVFRYHU\ KDV
a +DUULV &RXQW\ 7H[DV YV 6DQRILBBHQWOVERKWRHUB® DOWULFW &RXUW RI 7H[DV ILOHG L
O WKH GHIHQGDQWY DUH WKH WKUHH LQVXOLQ PDQXIDFWXUHUV DV ZHOO DV WKH WRS WKL
O GLVFRYHU\ FRPPHQFHG LQ $SULO

a ,Q UH 'LUHFW 3XUFKDVHU ,QVX®ICH BDO F LYWV ULVFW RRXRIQY RI 1HZ -HUVH\ ILOHG LQ [
BURIHVVLRQDO 'UXJ &RPSDQ\ RQ EHKDOI RI D SXWDWLYH FODVV RI GLUHFW SXUFKDVHUV R

O WKH GHIHQGDQWY DUH WKH WKUHH LQVXOLQ PDQXIDFWXUHUV DQG WKH WRS WKUHH 3KD
O GLVFRYHU\ FRPPHQFHG LQ 'HFHPEHU

a OLVVLVVLSSL YV (OL JHGOIUD®RIRUWRBUQ 'LVWULFW &RXUW RI OLVVLVVLSSL ILOHG LQ -XQ
O WKH GHIHQGDQWY DUH WKH WKUHH LQVXOLQ PDQXIDFWXUHUV DQG WKH WRS WKUHH 3%0
O WKH SDUWLHY DUH EULHILQJ WKH GHIHQGDQWY PRWLRQ WR GLVPLVV

a OLDPL )ORULGD YV (OL)HGHIDOLBRR¥MWKBOQ 'LVWULFW &RXUW RI )ORULGD ILOHG LQ -XQH
O WKH GHIHQGDQWY DUH WKH WKUHH LQVXOLQ PDQXIDFWXUHUV DQG WKH WRS WKUHH 3%0
O WKH GHIHQGDQWY PRWLRQ WR GLVPLVV LV SHQGLQJ

% O6LIJQLILFDQW &KDQJHV
8SGDWHV WR 1RWH '

3OD§YLFEORSLGRJUHO UHODWHG OLWLJDWLRQ LQ )UDQFH

2Q )HEUXDU\ WKH 3DULV &RXUW Rl $SSHDOV RYHUWXUQHG WKWHHQRPKL&D&RVAHLUIFWDRQ
G $VVXUDQFH ODODGUHQF&EISRFLDO 6HFXULW\ V DFWLRQ DV QRW WLPH EDUUHG DQG GHVLJ(
GDPDJHYV

7D[RWBURGXFW /ILWLIJDWLRQ LQ WKH 86

2Q )HEUXDU\ WKH 86 &RXfRWUFIXE§HSHDHPDQGHG WKH ILUVW EHOOZHWKHU FDVH IRU D
EHLQJ DGPLWWHG

2WKHU &KDQJHV

2Q -DQXDU\ 6DQRIL DMEQH X PEMBWHDUFK FROODERUDWLRQ DQG OLFHQVH DJUHHPHQW
PROHFXOH FDQGLGDWHV DFURVV RQFRORJ\ DQG LPPXQRORJ\ OHYHUDJLQJ ([VFLHQWLDxV
VDPSOHV 7KH FRPSDQLHV KDYH EHHQ ZRUNLQJ WRJHWKHU VLQFH DQG LQ 6DQRIL
PROHFXOH FDQGLGDWH FDSDEOH RI WDUJHWLQJ WZR GLVWLQFW WDUJHWVY LQ LQIODPPDW
(IVFLHQWLD ZLOO UHFHLYH DQ XSIURQW FDVK SD\PHQW RI PLOOLRQ IURP 6DQRIL DQG Z
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FOLQLFDO GHYHORSPHQW UHJXODWRU\ DQG FRPPHUFLDO PLOHVWRQH SD\PHQWYV RI XS WR
DOO SURJUDPV DUH DFKLHYHG ,Q WKH HYHQW WKDW 6DQRIL FRPPHUFLDOL]HY D WKHUDSH)>
HOLJLEOH WR UHFHLYH WLHUHG UR\DOWLHV RQ SURGXFW VDOHV UDQJLQJ IURP KLJK VLQJOI
LQFUHDVH WKH UR\DOW\ UDWH XS WR RQ QHW VDOHV RI FR IXQGHG SURGXFWYV

2Q -DQXDU\ D VHFRQG 3KDVH ,,, WUGKXGS LIDXIPOXDWRQDGXOMWW@WWK XQFRQWUROOHG ¢
W\SH LQIODPPDWRU\ VNLQ GLVHDVH PHW LWV SULPDU\ DQG NH\ VHFRQGDU\ HQGSRLQWYV
FRPSDUHG WR SODFHER DW ZHHNV LQ WKLV LQYHVWLIJDWLRQDO VHWWLQJ 7KH GDWD FRC(
WKH 3KDVH ,,, 35,0( WULDO DQG ZLOO EH VXEPLWWHG WR UHJXODWRU\ DXWKRULWLHYV DURX

2Q -DQXDU\ WKH (XURSHDQ OHGLFLQHV $JHQF\ V &RPPLWWHH IRU OHGLFLQDO 3URGX
RSLQLRQ UHFRPPHQGLQJ H[WHQVLRQ "RIGWEHOXSHER YQROWKIH'XZSURSHDQ 8QLRQ (8 WR LQFO]
WUHDWPHQW IRU FKLOGUHQ DJHG WR \HDUV ZLWK VHYHUH DVWKPD ZLWK W\SH LQIODP
UDLVHG IUDFWLRQDO H[KDOHG QLWULF R[LGH )H12 ZKR DUH LQDGHTXDWHO\ FRQWUROOHG
H[SHFWHG WR DQQRXQFH D ILQDO MHFQVERYLR@ WRHVKISLHRPMWQJ PRQWKY DIWHU WKH GDWH |

2Q )HEUXDU\ 6DQRIL XQYHLOHG D QHZ FRUSRUDWH EUDQGLQJ WR VXSSRUW WKH PRC

2Q JHEUXDU\ WKH 86 )RRG DQG 'UXJ $GPLQLVWUDWLRQ )'$ DSSURYHG (QMD\PR V XW
EORRG FHOO WUDQVIXVLRQ GXH WR KHPRO\VLV LQ DGXOWYV ZLWK FROG DJJOXWLQLQ GLVHDYV
SHRSOH ZLWK &%' DQG ZRUNV E\ LQKLELWLQJ WKH GHVWUXFWLRQ RI UHG EORRG FHOOV KHP

2Q )HEUXDU\ 6DQRIL DQQRXQFHG WKH FRPSOHWLRQ RI LWV DFTXLVLWLRQ RI $PXQL[ 3K
FHOO HQJDJHUV DQG F\WRNLQH WKHUDSLHV 7KH DFTXLVLWLRQ DOVR SURYLGHV DFFHVV WR
QH[W JHQHUDWLRQ &RQGLWLRQDOO\ $FWLYDWHG %LRORJLFV 7KH WHFKQRORJ\ SODWIRUP L)\
VXSSRUWYV 6DQRILxV HIIRUWY WR DFFHOHUDWH DQG H[SDQG LWV FRQWULEXWLRQV WR LQQI
PROHFXOHV FXUUHQWO\ LQ GHYHORSPHQW

2Q )YHEUXDU\ WKH 86 )RRG DQG 'UXJ $GPLQLVWUDWLRQ )'$ DFFHSWHG IRU 3ULRUL\
$SSOLFDWLRQ V%/$ GRSGLRIPMHWYV DQ DGG RQ PDLQWHQDQFH WUHDWPHQW IRU FKLOGUHQ
WR VHYHUH DWRSLF GHUPDWLWLY ZKRVH GLVHDVH LV QRW DGHTXDWHO\ FRQWUROOHG ZLWHK
DGYLVDEOH 7KH WDUJHW DFWLRQ GDWH IRU WKH )'$ GHFLVLRQ RQ WWIRIDL Q@ WHR/NW RIDON LRUR
PHGLFLQH DSSURYHG IRU SDWLHQWYV \HDUV RI DJH DQG ROGHU IRU WKLV LQGLFDWLRQ

2Q JHEUXDU\ 6DQRIL DQQRXQFHG WKDW D 3KDVH WULDG X883 XBDE <199 $IY\DDKQWY 1
VSRQWDQHRXV XUWLFDULD &68 ZKR ZHUH UHIUDFWRU\ WR RPDOL]XPDE ZLOO VWRS GXF
$OWKRXJK SRVLWLYH QXPHULFDO WUHQGV LQ UHGXFLQJ LWFK DQG KLYHV ZHUH REVHUYHG
VWDWLVWLFDO VLJQLILFDQFH IRU WKH SULPDU\ HQGSRLQWY 7KH DQDO\VLV ZDV FRQGXFWH{
WULDO SDWLHQWY ZKR ZHUH UHIUDFWRU\ WR RPDOL]XPDE WUHDWPHQSORY G/ WD OKOWG R CH
FRPSDUHG WR VWDQGDUG RI FDUH DORQH IRU ZHHNV 7KH VDIHW\ GDWD ZHUH JH@HUDOO\
LWV DSSURYHG LQGLFDWLRQV 7KH /,%(57< &83," SLYRWDO SURJUDP ZDV LQLWLDWHG LQ
SUHYLRXVO\ UHSRUWHG 3KDVH WULDO ZKLFK HYDOXDWHG D GLIIHUHQW JURXS RI SDWLF
VHFRQGDU\ HQGSRLQWV DW ZHHNV VKRZR /JVWQ BWUGGRILBDUMNSLOMAWLYWDPLQHY VLJIQLILE
FRPSDUHG WR DQWLKLVWDPLQHY DORQH 7KH FRPSDQLHV LRLP SIDQW ER@ WNMWINLMX V&R 8 DX PRX
DQWLKLVWDPLQHY DQG DUH HYDOXDWLQJ QH[W VWHSV

2Q JHEUXDU\ 6DQRIL DQG *6. DQQRXQFHG WKDW WKH\ LQWHQG WR VXEPLW GDWD IUR
WKH EDVLY IRU UHJXODWRU\ DSSOLFDWLRQV IRU D &29," YDFFLQH

7KH SXEOLF KHDOWK UHOHYDQFH RI WKH UHIULJHUDWRU WHPSHUDWXUH VWDEOH DGMXYDQV
WKH LQGXFWLRQ RI UREXVW LPPXQH UHVSRQVHYV DQG D IDYRUDEOH VDIHW\ SURILOH LQ PX
VHULHV RI DQ DOUHDG\ DXWKRUL]JHG P51%$ RU DGHQRYLUXV YDFFLQH WKH 6DQRIL *6. ER
QHXWUDOL]LQJ DQWLERGLHV RI WR IROG DFURVV YDFFLQH SODWIRUPY DQG DJH JURXS\
SULPDU\ VHULHV IROORZHG E\ D ERRVWHU GRVH QHXWUDOL]LQJ DQWLERGLHY LQFUHDVHG

a )LQDO DQDO\WLV RI WKH JOREDO 9%7 ERRVWHU WULDO FRQILUPV XQLYHUVDO DELOL)
YDFFLQH SODWIRUPV P51$ DGHQRYLUXYV

a ,Q WKH 9%7 3KDVH SULPDU\ VHULHV WULDO WZR GRVHV RI WKH 6DQRIL *6. YDFFLQH

} HIILFDF\ DJDLQVW VHYHUH &29,' GLVHDVH DQG KRVSLWDOL]DWLRQV
} HINTLFDF\ DJDLQVW PRGHUDWH RU VHYHUH &29,"' GLVHDVH
} HIITLFDF\ DJDLQVW DQ\ VI\IPSWRPDWLF &29,* GLVHDVH LQ OLQH ZLWK HI[SF

HQYLURQPHQW GRPLQDWHG E\ YDULDQWY RI FRQFHUQ
a )DYRUDEOH VDIHW\ SURILOH IROORZLQJ ERWK SULPDU\ VHULHV DQG ERRVWHU YDFFLQ!
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, WHP 7KH 2I1ITHU DQG /LVWLQJ

$ 21IHU DQG /LVWLQJ '"HWDLOV

:H KDYH RQH FODVV RI VKDUHV (DFK $PHULFDQ 'HSRVLWDU\ 6KDUH RU $'6 UHSUHVHQWV R
$PHULFDQ 'HSRVLWDU\ 5HFHLSWV RU $'5V ZKLFK DUH LVVXHG E\ -30RUJDQ &KDVH %DQN 1 $

2XU VKDUHV WUDGH RQ &RPSDUWPHQW $ RI WKH UHJXODWHG PDUNHW RI (XURQH[W 3DULV LC
RU 1DVGDT

% 30DQ RI 'LVWULEXWLRQ
13

& ODUNHWYV
6KDUHY DQG $'6V

2XU VKDUHV DUH OLVWHG RQ (XURQH[W 3DULV XQGHU WKH V\PERO U6%$10 DQG RXU $'6V DUH

$V Rl WKH GDWH RI WKLV DQQXDO UHSRUW RXU VKDUHV DUH LQFOXGHGGIHJUD WRH J$UQRPE
JUHQFK LQGH[ SXEOLVKHG E\ (XURQH[W 3DULV 7KLV LQGH[ FRQWDLQV VWRFENV VHOHFWF
FDSLWDOL]DWLRQ DQG WKH PRVW DFWLYH VWRFNV OLVWHG RQ WKH (XURQH[W 3DULV PDUN
PDUNHW DV D ZKROH DQG LV RQH RI WKH PRVW ZLGHO\ IROORZHG VWRFN SULFH LQGLFH\
*OREDO ,QGH[ WKH 'RZ -RQHV (XUR 672;; WKH )76 (XURILUVW WKH 06&, (XUR ,QGH][ C
RWKHU PXOWL VHFWRULDO DQG VHFWRULDO LQGLFHV 2XU VKDUHV DUH DOVR SDUW RI WKH
,QGH[ :RUOG WKH )76( *RRG $70QREH] RAS 6MIRGH UV

7UDGLQJ E\ 6DQRIL LQ RXU RZQ 6KDUHYV

8QGHU JUHQFK ODZ D FRPSDQ\ PD\ QRW LVVXH VKDUHV WR LWVHOI EXW LW PD\ SXUFKD
DW U,WHP $GGLWLRQDO ,QIRUPDWLRQ O % OHPRUDQGXP DQG $UWLFOHV RI $VVRFLDWLRQ

' 6HOOLQJ 6KDUHKROGHUYV
1s

( 'LOXWLRQ
13

) ([SHQVHV RI WKH ,VVXH
13
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JWHP $GGLWLRQDO ,QIRUPDWLRQ

$ 6KDUH &DSLWDO
13

% OHPRUDQGXP DQG $UWLFOHV RI $VVRFLDWLRQ

*HQHUDO

2XU &RPSDQVRNLOW®O® D@RORPR RI OLPLWHG OLDELOLW\ FRPSDQ\ RUJDQL]HG XQGHU WKH C
&RPSDQ\ LV (3& (1

,Q WKLV VHFWLRQ ZH VXPPDUL]H PDWHULDO LQIRUPDWLRQ FRQFHUQLQJ RXU VKDUH FDSLWLE
DQG RXU $UWLFOHW RID$WHRKICIOWLRR WUDQVODWLRQ RI ZKLFK KDV EHHQ ILOHG DV DQ H[KLE
RI FHUWDLQ SURYLVLRQV RI RXU $SUWLFOHV RI $VVRFLDWLRQ UHODWLQJ WR RXU %RDUG RI
ODQDJHPHQW DQG (PSOR\HHVU <RX PD\ REWDLQ FRSLHV RI RXU SHMETGOWN BRH BHMKMRE H DG R
&RPPHUFH HW GHV 6RFL5GWOWWWN BDEGRPPHUFH DQG &RPSDQLHV RI 3DULV )UDQFH UHJLVWU
UHIHU WR WKDW IX0O0 GRFXPHQW IRU DGGLWLRQDO GHWDLOV

2XU $UWLFOHV RI $VVRFLDWLRQ VSHFLI\ WKDW RXU FRUSRUDWH DIIDLUV DUH JRYHUQHG E\

a DSSOLFDEOH ODZV DQG UHJXODWLRQV LQ SDUWLFXODU 7LWOH ,, RI WKH J)UHQFK &RPPHUF
a WKH $UWLFOHV RI $VVRFLDWLRQ WKHPVHOYHYV

$UWLFOH Rl RXU $UWLFOHV RI $VVRFLDWLRQ VSHFLILHY WKDW WKH &RPSDQ\xV FRUSRUDWH

a DFTXLULQJ LQWHUHVWY DQG KROGLQJV LQ DQ\ IRUP ZKDWVRHYHU LQ DQ\ FRPSDQ\ RU
GLUHFWO\ RU LQGLUHFWO\ ZLWK WKH KHDOWK DQG ILQH FKHPLVWU\ VHFWRUV KXPDQ DQG

LQ WKH IROORZLQJ DUHDV

O SXUFKDVH DQG VDOH RI DOO UDZ PDWHULDOV DQG SURGXFWV QHFHVVDU\ IRU WKHVH DF!
O UHVHDUFK VWXG\ DQG GHYHORSPHQW RI QHZ SURGXFWV WHFKQLTXHVY DQG SURFHVVHV
O PDQXIDFWXUH DQG VDOH RI DOO FKHPLFDO ELRORJLFDO GLHWDU\ DQG K\JLHQLF SURGX
(0]

REWDLQLQJ RU DFTXLULQJ DOO LQWHOOHFWXDO SURSHUW\ ULJKWV UHODWHG WR UHVX:
PRGHOV SURFHVVHV RU LQYHQWLRQV

RSHUDWLQJ GLUHFWO\ RU LQGLUHFWO\ SXUFKDVLQJ DQG WUDQVIHUULQJ O IRU IUHH
SURSHUW\ ULJKWV SDUWLFXODUO\ DOO SDWHQWY WUDGHPDUNYVY DQG PRGHOV SURFHVYV

REWDLQLQJ RSHUDWLQJ KROGLQJ DQG JUDQWLQJ DOO OLFHQVHYV

O ZLWKLQ WKH IUDPHZRUN RI D JURXS ZLGH SROLF\ DQG VXEMHFW WR FRPSOLDQFH ZLV
PDQDJHPHQW WUDQVDFWLRQV ZKHWKHU DV OHDG FRPSDQ\ RU RWKHUZLVH LQ WKH IRL
JURXS QHWWLQJ RU DQ\ RWKHU IRUP SHUPLWWHG XQGHU WKH UHOHYDQW ODZV DQG UH.

DQG PRUH JHQHUDOO\

O DOO FRPPHUFLDO LQGXVWULDO UHDO RU SHUVRQDO SURSHUW\ ILQDQFLDO RU RWKHU
ZLWK WKH DFWLYLWLHYV GHVFULEHG DERYH DQG ZLWK DOO VLPLODU RU UHODWHG DFWL
GHYHORS WKH &RPSDQ\xV DFWLYLWLHV

"LUHFWRUYV

7TUDQVDFWLRQV LQ ZKLFK GLUHFWRUYV DUH PDWHULDOO\ LQWHUHVWHG

8QGHU )UHQFK O0bz DQ\ DJUHHPHQW HQWHUHG LQWR GLUHFWO\ RU WKURXJK DQ LQWHUPHG
WKH %RDUG RI 'LUHFWRUV WKDW LV QRW HQWHUHG LQWR L LQ WKH RUGLQDU\ FRXUVH RI |
SULRU DXWKRUL]DWLRQ RI WKH GLVLQWHUHVWHG PHPEHUV RI WKH %RDUG RI 'LUHFWRUV
&RPSDQ\ DQG DQRWKHU FRPSDQ\ LI RQH RI WKH PHPEHUV RI WKH %RDUG RI '"LUHFWRUV LV V
PDQDJHU RU PHPEHU RI WKH H[HFXWLYH RU VXSHUYLVRU\ ERDUG RI WKH RWKHU FRPSDQ\ D\
WKH %RDUG RI 'LUHFWRUV KDV DQ LQGLUHFW LQWHUHVW

7KH %RDUG RI 'LUHFWRUV PXVW DOVR DSSURYH DQ\ XQGHUWDNLQJ WDNHQ E\ RXU &RPSDQ\ |
GLUHFWHXWRUCKQQOUGBGCHUBWWM XUV JOQOBRNYV CEOWIWRVKLFK VXFK SHUVRQV ZLOO RU PD\ E
EHQHILWY RU DQ\ RWKHU DGYDQWDJHYV DV D UHVXOW RI WKH WHUPLQDWLRQ RI RU D FKDQJ
DFFRUGDQFH ZLWK $UWLFOH / RI WKH JUHQFK &RPPHUFLDO &RGH (DFK VXFK XQGHUW
IRU FRUSRUDWH RIILFHUV ZKLFK LV VXEPLWWHG IRU DSSURYDO E\ RXU VKDUHKROGHUV
$UWLFOH / ,, Rl WKH )UHQFK &RPPHUFLDO &RGH 1R VXFK FRPSHQVDWLRQ RU XQGHUWI
DFFRUGDQFH ZLWK VXFK FRPSHQVDWLRQ SROLF\ 6HH U,WHP 'LUHFWRUV 6HQLRU 0DQDJ
GHVFULSWLRQ RI WKH SURFHVV IRU HVWDEOLVKLQJ DQG DXWKRUL]JLQJ VXFK FRPSHQVDWLRQ

(@]
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'LUHFWRUVY FRPSHQVDWLRQ

7KH DJJUHJDWH DPRXQW RI FRPSHQVDWLRQ RI WKH %RDUG RI 'LUHFWRUV LV GHWHUPLQHG D
RI 'LUHFWRUV WKHQ GLYLGHV WKLV DJJUHJDWH DPRXQW DPRQJ LWV PHPEHUV E\ D VLPSOH
JUDQW H[FHSWLRQDQUGRRSEQDIWRRY HWRSVIRQYQBR®DEVGLUHFWRUY RQ D FDVH E\ FDVH ED
IROORZLQJ WKH SURFHGXUHV GHVFULEHG DERYH DW UO 7UDQVDFWLRQV LQ ZKLFK GLUHFW!]
DOVR DXWKRUL]JH WKH UHLPEXUVHPHQW Rl WUDYHO DQG DFFRPPRGDWLRQ H[SHQVHV DV ZHC
LOQWHUHVW 6HH DOVR U,WHP 'LUHFWRUV 6HQLRU ODQDJHPHQW DQG (PSOR\HHV 0

%RDUG RI 'LUHFWRUVY ERUURZLQJ SRZHUV

$00 ORDQV RU ERUURZLQJV RQ EHKDOI RI WKH &RPSDQ\ PD\ EH GHFLGHG E\ WKH %RDUG F
6KDUHKROGHUVx ([WUDRUGLQDU\ *HQHUDO OHHWLQJ 7KHUH DUH FXUUHQWO\ QR OLPLWYV LP!
RI 'LUHFWRUV PD\ DSSURYH

'LUHFWRUVY DJH OLPLWYV

JRU D GHVFULSWLRQ RI WKH SURYLVLRQV RI RXU $UWLFOHV Rl $VVRFLDWLRQ UHODWLQJ WF
6HQLRU ODQDJHPHQW DQG (PSOR\HHVU

'LUHFWRUVY VKDUH RZQHUVKLS UHTXLUHPHQWYV

3XUVXDQW WR WKH %RDUG &KDUWHU RXU 'LUHFWRUV PXVW ZLWKLQ QR PRUH WKDQ WZR \HEL
LQ WKHLU RZQ QDPH ZKLFK PXVW EH UHWDLQHG XQWLO WKH\ FHDVH WR KROG RIILFH

6KDUH FDSLWDO

$V RHFHPEHU RXU VKDUH FDSLWDO DPRXQVEHELWERG LQWR RXWVWDQGLIZQWYXKD $BW YDOXF
Rl SHU VKDUH $00 RI RXU RXWVWDQGLQJ VKDUHV DUH Rl WKH VDPH FODVYV DQG DUH IXOC
KHOG VKDUHV RBI RXU RXWVWDQGLQJ VKDUH FDSLWDO DV WUHDVXU\ VKDUHV DV RI '
FDUU\LQJ DPRXQW RI VXFKNVNBOURY ZDV

$W D FRPELQHG JHQHUDO PHHWLQJ KHOG RQ $SULO RXU VKDUHKROGHUV DXWKRUL]H
WKURXJK WKH LVVXDQFH RI VKDUHV RU RWKHU VHFXULWLHY JLYLQJ DFFHVV WR WKH VKDU}
PD[LPXP QRPLQDO DPRXQWLRIQ 6HH UO &KDQJHV LQ 6KDUH &DSLWDO O ,QFUHDVHV LQ 6KDUH

7KH PD[LPXP WRWDO QXPEHU RI DXWKRULJHG EXW XQLVVXHG PKDOHRQ@WRIOHFMWREHUWKH XC
WKH $SULO VKDUHKROGHU DXWKRUL]DWLRQV WR LVVXH VKDUHV ZLWKRXW SUHHPSWL"
DZDUGV RI VKDUHYV

6WRFN RSWLRQV

7\SHV RI VWRFN RSWLRQV

‘H KDYH WZR W\SHV RI VWRFN RSWLRQV RXWVWDQCGCRSMW LRGEW IGRQ V RX R FUXDEYVE_URE!

SXUFKDVH \RRDNWIHRWQV GUDFKBWRQIWMMAHWERYM RI DQ RSWLRQ WR VXEVFULEH IRU VKDUHV ZH
H[HUFLVH RI DQ RSWLRQ WR SXUFKDVH VKDUHV WKH RSWLRQ KROGHU UHFHLYHV H[LVWLQJ
YHVWLQJ RI WKH RSWLRQV WR SXUFKDVH LQ RUGHU WR SURYLGH WKH RSWLRQ KROGHU ZLWEK

%HFDXVH WKH H[HUFLVH RI RSWLRQV WR SXUFKDVH VKDUHV ZLOO EH VDWLVILHG ZLWK HJ[LV
WKH H[HUFLVH RI RSWLRQV WR SXUFKDVH VKDUHV KDV QR LPSDFW RQ WKH DPRXQW RI RXU V

6WRFN RSWLRQ SODQV

2XU FRPELQHG JHQHUDO PHHWLQJ KHOG RQ $SULO DXWKRULJHG RXU %RDUG RI 'LL
XQWLO -XO\ WR JUDQW RQ RQH RU PRUH RFFDVLRQV RSWLRQV WR VXEVFULEH IRU Vi
WR EH FKRVHQ E\ WKH %RDUG RI 'LUHFWRUV IURP DPRQJ WKH VDODULHG HPSOR\HHV DQG F
JURXSLQJV RI HFRQRPLF LQWHUHVW RI WKH *URXS LQ DFFRUGDQFH ZLWK $UWLFOH / R

7KH DJJUHJDWH QXPEHU RI RSWLRQV WR VXEVFULEH IRU VKDUHV DQG RSWLRQV WR SXUFKI
PD\ QRW JLYH HQWLWOHPHQW WR D WRWDO QXPEHU RI VKDUHV H[FHHGLQJ RI WKH VKDL
'LUHFWRUV WR JUDQW VXFK RSWLRQV

7KH %RDUG RI 'LUHFWRUV VHWV WKH H[HUFLVH SULFH RI RSWLRQV WR VXEVFULEH IRU VKDL
SULFH QHYHU LQFRUSRUDWHY D GLVFRXQW DQG PXVW EH DW OHDVW HTXDO L LQ WKH FDVI
RI WKH TXRWHG PDUNHW SULFHV RI 6DQRIL V VKDUHV RQ WKH WUDGLQJ VHVVLRQV SUHFH
WKH FDVH RI D JUDQW RI RSWLRQV WR SXUFKDVH VKDUHV HLWKHU D WKH SULFH LQGLFDW
6DQRIL XQGHU $UWLFOHYV / DQG / RI WKH J)UHQFK &RPPHUFLDO &RGH

6WRFN RSWLRQ SODQV JHQHUDOO\ SURYLGH IRU D ORFN XS SHULRG RI IRXU \HDUV DQG KDY}

8QGHU VXFK DXWKRUL]DWLRQ WKH VKDUHKROGHUV H[SUHVVO\ ZDLYH LQ IDYRU RI WKH JUD
ULJKWV LQ UHVSHFW RI VKDUHVY WKDW DUH WR EH LVVXHG DV DQG ZKHQ RSWLRQV DUH H[HUI

7KH %RDUG RI 'LUHFWRUV LV JUDQWHG IXO0O SRZHU WR LPSOHPHQW WKLYV DXWKRUL]DWLRC
JUDQWHG DQG WKH DUUDQJHPHQWY ZLWK UHVSHFW WR WKH GLYLGHQG HQWLWOHPHQW RI W

'LWK HIIHFW IURP -XQH WKH &KLHI ([HFXWLYH 2IILFHU FDQ RQO\ EH DZDUGHG SHUIRUF
'LUHFWRUV GLG QRW JUDQW DQ\ VWRFN RSWLRQV
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6HH U,WHP 'LUHFWRUV 6HQLRU O0DQDJHPHQW DQG (PSOR\HHV O ( 6KDUH 2ZQHUVKLSU IRU
$ZDUGV RI VKDUHV

2XU FRPELQHG JHQHUDO PHHWLQJ KHOG RQ $SULO DXWKRULJHG RXU %RDUG RI "LUHFW
RFFDVLRQV H[LVWLQJ RU QHZ UHVWULFWHG VKDUHV LQ IDYRU RI SHUVRQV WR EH FKRVF
HPSOR\HHVY DQG FRUSRUDWH RIILFHUV RI RXU &RPSDQ\ RU RI FRPSDQLHV RU HFRQRPLF LC
$UWLFOHV / HW VHT RI WKH J)UHQFK &RPPHUFLDO &RGH

7KH H[LVWLQJ RU QHZ VKDUHV DOORWWHG XQGHU WKLV DXWKRUL]JDWLRQ PD\ QRW UHSUHVHE
GHFLVLRQ E\ WKH %RDUG RI 'LUHFWRUV WR DOORW VXFK VKDUHYV

7KH DXWKRUL]DWLRQ SURYLGHV WKDW DOORWPHQW RI VKDUHV WR WKH DOORWWHHY ZLOO E
\HDUV

,Q WKH FDVH RI QHZO\ LVVXHG VKDUHV WKH DXWKRUL]J]DWLRQ HQWDLOV WKH H[SUHVV ZDLY
VKDUHV RI WKHLU SUHHPSWLYH ULJKWV LQ UHVSHFW RI VKDUHVY WKDW DUH WR EH LVVXHG L

7KH %RDUG RI 'LUHFWRUV VHWV WKH WHUPV RQ ZKLFK UHVWULFWHG VKDUHV DUH JUDQW
HQWLWOHPHQW RI WKH VKDUHV

6HH U,WHP "LUHFWRUV 6HQLRU ODQDJHPHQW DQG (PSOR\HHV O ( 6KDUH 2ZQHUVKLSU 1|
FXUUHQWO\ LQ IRUFH

&KDQJHV LQ VKDUH FDSLWDO LQ
6HHRWH ' WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP RI1 WKL
9RWLQJ ULJKWYV

,Q JHQHUDO HDFK VKDUHKROGHU LV HQWLWOHG WR RQH YRWH SHU VKDUH DW DQ\ VKDUHEK
SURYLGH IRU FXPXODWLYH YRWLQJ ULJKWV +RZHYHU RXU $UWLFOHV RI $VVRFLDWLRQ SU
UHJLVWHUHG IRUP XQGHU WKH QDPH RI WKH VDPH VKDUHKROGHU IRU DW OHDVW WZR \HDUYV
DXWRPDWLFDOO\ IRU DQ\ VKDUH FRQYHUWHG LQWR EHDUHU IRUP RU WUDQVIHUUHG IURP RQ
oDz

$V RHFHPEHU WKFHUH VKDUHV WKDW ZHUH HQWLWOHG WR GRXEOHY WRWID®J VKL Y M
FDSLWDO DPDWHO\ WKH YRWLQJ ULIJKWV ZKLFK FDQ EH FDVW DW RXU VKDUHKROGHUVx JH

'RXEOH YRWLQJ ULJKWV DUH QRW WDNHQ LQWR DFFRXQW LQ GHWHUPLQLQJ ZKHWKHU D TXRL

8QGHU WKH )UHQFK &RPPHUFLDO &RGH WUHDVXU\ VKDUHV RU VKDUHVY KHOG E\ HQWLWLHV F
DQG GR QRW FRXQW IRU TXRUXP SXUSRVHV

2XU $UWLFOHV RI $VVRFLDWLRQ DOORZ XV WR REWDLQ IURP (XURFOHDU )UDQFH WKH QDPH
RI RXU VHFXULWLHV WKDW KDYH RU PD\ LQ WKH IXWXUH KDYH YRWLQJ ULJKWV ,I ZH KDY
(XURFOHDU )UDQFH KROGV VHFXULWLHV RQ EHKDOI RI DQRWKHU SHUVRQ RXU $UWLFOHV
EHQHILFLDO RZQHUVKLS GLUHFWO\%URPPRUFXQEXPVRQG GHMWUFOHY RI $VVRFLDWLRQ O )RUF
6KDUHVU EHORZ

2XU $UWLFOHV RI $VVRFLDWLRQ SURYLGH WKDW %RDUG PHPEHUV DUH HOHFWHG RQ D UROOL
6KDUHKROGHUVY DJUHHPHQW

‘H DUH QRW DZDUH RI DQ\ VKDUHKROGHUxV DJUHHPHQW FXUUHQWO\ LQ IRUFH FRQFHUQLQJ |
6KDUHKROGHUVY PHHWLQJV

*HQHUDO

,Q DFFRUGDQFH ZLWK WKH SURYLVLRQV RI WKH JUHQFK &RPPHUFLDO &RGH WKHUH DUH WKU
DQG VSHFLDO

2UGLQDU\ JHQHUDO PHHWLQJV RI VKDUHKROGHUYV DUH UHTXLUHG IRU PDWWHUV VXFK DV
a HOHFWLQJ UHSODFLQJ DQG UHPRYLQJ 'LUHFWRUYV

4 DSSRLQWLQJ LQGHSHQGHQW DXGLWRUYV

4 DSSURYLQJ WKH DQQXDO ILQDQFLDO VWDWHPHQWYV

a

GHFODULQJ GLYLGHQGV RU DXWKRULJLQJ GLYLGHQGY WR EH SDLG LQ VKDUHV SURYLGHG
DQG

a DSSURYLQJ VKDUH UHSXUFKDVH SURJUDPV

((WUDRUGLQDU\ JHQHUDO PHHWLQJV RI VKDUHKROGHUYV DUH UHTXLUHG IRU DSSURYDO RI P/
LQFOXGLQJ DQ\ DPHQGPHQW UHTXLUHG LQ FRQQHFWLRQ ZLWK H[WUDRUGLQDU\ FRUSRUDWH

a FKDQJLQJ RXU &RPSDQ\xV QDPH RU FRUSRUDWH SXUSRVH
a LQFUHDVLQJ RU GHFUHDVLQJ RXU VKDUH FDSLWDO
a FUHDWLQJ D QHZ FODVV RI HTXLW\ VHFXULWLHV
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a DXWKRUL]JLQJ WKH LVVXDQFH RI
O VKDUHV JLYLQJ DFFHVV WR RXU VKDUH FDSLWDO RU JLYLQJ WKH ULJKW WR UHFHLYH GHI
O RWKHU VHFXULWLHV JLYLQJ DFFHVV WR RXU VKDUH FDSLWDO

a HYWDEOLVKLQJ DQ\ RWKHU ULJKWV WR HTXLW\ VHFXULWLHV

a VHOOLQJ RU WUDQVIHUULQJ VXEVWDQWLDOO\ DOO RI RXU DVVHWYV DQG

a WKH YROXQWDU\ OLTXLGDWLRQ RI RXU &RPSDQ\

6SHFLDO PHHWLQJV RI VKDUHKROGHUV RI D FHUWDLQ FDWHJRU\ RI VKDUHV RU VKDUHV ZLW
ULJKWYV DUH UHTXLUHG IRU DQ\ PRGLILFDWLRQ RI WKH ULJKWV GHULYHG IURP WKDW FDWH
PHHWLQJ DIIHFWLQJ WKHVH ULJKWYVY DUH HIIHFWLYH RQO\ DIWHU DSSURYDO E\ WKH UHOHYDC

$QQXDO RUGLQDUN PHHWLQJV

7KH J)UHQFK &RPPHUFLDO &RGH UHTXLUHV WKH %RDUG RI 'LUHFWRUV WR FRQYHQH DQ DQQ>
WKH DQQXDO ILQDQFLDO VWDWHPHQWY 7KLV PHHWLQJ PXVW EH KHOG ZLWKLQ VL[ PRQWKYV |

7KH %RDUG RI 'LUHFWRUV PD\ DOVR FRQYHQH DQ RUGLQDU\ RU H[WUDRUGLQDU\ JHQHUDO
GXULQJ WKH \HDU ,I WKH %RDUG RI 'LUHFWRUV IDLOV WR FRQYHQH D VKDUHKROGHUVx PHH)
RI EDQNUXSWF\ WKH OLTXLGDWRU RU FRXUW DSSRLQWHG DJHQW PD\ DOVR FDOO D VKDUH
IROORZLQJ PD\ UHTXHVW WKH FRXUW WR DSSRLQW DQ DJHQW IRU WKH SXUSRVH RI FDOOLQJ

a RQH RU VHYHUDO VKDUHKROGHUV KROGLQJ DW OHDVW RI RXU VKDUH FDSLWDO

a GXO\ TXDOLILHG DVVRFLDWLRQV Rl VKDUHKROGHUYV ZKR KDYH KHOG WKHLU VKDUHV LQ UH.
OHDVW RI RXU YRWLQJ ULJKWYV

a WKH ZRUNV FRXQFLO LQ FDVHV RI XUJHQF\ RU
a DQ\ LQWHUHVWHG SDUW\ LQ FDVHV RI XUJHQF\

8QGHU RXU $UWLFOHV RI $VVRFLDWLRQ WKH %RDUG RI 'LUHFWRUYV PD\ WDNH GHFLVLRQV E\
DQG DV VSHFLILHG LQ WKH %RDUG &KDUWHU DQ (QJOLVK ODQJXDJH YHUVLRQ RI ZKLFK LV |
JRUP ) LQFOXGLQJ WKH SRVVLELOLW\ WR FRQYHQH DQ RUGLQDU\ RU HI[WUDRUGLQDU\ JHQ

I1RWLFH RI VKDUHKROGHUVY PHHWLQJV

$00 SULRU QRWLFH SHULRGYV SURYLGHG IRU EHORZ DUH PLQLPXP SHULRGV UHTXLUHG E\ )I
SXEOLF WHQGHU RIIHU IRU RXU VKDUHYV

‘H PXVW DQQRXQFH JHQHUDO PHHWLQJYV DW OHDVW WKLUW\ ILYH G@DAMVLG@HDG@HQERQEY P HD
SXEOLVKH@ XQOWWHQ GHV $QQRQFHV /RYH/QHAK 2 ESILH O WRLQIHWA QRWLFH PXVW ILUVW EH VHQ
PDUNHWYV DEXWKRULW® GHV PDUPKKN USQPWFIZHWK DQ LQGLFDWLRQ RI WKH GDWH/ RQNZKLFK |
PXVW EH SXEOLVKHG RQ RXU ZHEVLWH DW OHDVW WZHQW\ RQH GD\V SULRU WR WKH JHQHUD
WKLQJYV WKH DJHQGD D GUDIW Rl WKH UHVROXWLRQV WR EH VXEPLWWHG WR WKH VKDUHKI
GHVFULSWLRQ RI WKH YRWLQJ SURFHGXUHV SUR[\ YRWLQJ HOHFWURQLF YRWLQJ RU YRWL
DGGLWLRQDO UHVROXWLRQV RU LWHPV WR WKH DJHQGD DQG WR DVN ZULWWHQ TXHVWLRQV
WR RU VLPXOWDQHRXVO\ ZLWK WKH SXEOLFDWLRQ Rl WKH SUHOLPLQDU\ QRWLFH ZH SXEOL
RI WKH PHHWLQJ LQ D QHZVSDSHU RI QDWLRQDO FLUFXODWLRQ LQ J)UDQFH DQG RQ RXU ZHE\

$W OHDVW ILIWHHQ GD\V SULRU WR WKH GDWH VHW IRU D ILUVW FRQYHQLQJ DQG DW OHDYV
QRWLFHLY GH FRQF¥RPMWDLRQQJ WKH ILQDO DJHQGD WKH GDWH WLPH DQG SODFH RI WKH
PHHWLQJ 6XFK ILQDO QRWLFH PXVW EH VHQW E\ PDLO WR DOO UHJLVWHUHG VKDUHKROGHU
PRQWK SULRU WR WKH GDWH RI WKH ILQDO QRWLFH DQG E\ UHJLVWHUHG PDLO LI VKDUHKRC
ILQDO QRWLFH PXVW DOVR EH SXEOLVKHG LQ D QHZVSDSHU DXWKRUL]HG WR SXEOLVK OH.
GOSDUWHBHAIXWFK RXU &RPSDQ\ LV UHJL ¥%WHRUHGWEVSOHRO QRWIQFW KD YLQJ EHHQ JLYHQ WR \
SXUSRVHV (YHQ LI WKHUH DUH QR SURSRVDOV IRU QHZ UHVROXWLRQV RU LWHPV WR EH VXE
D ILQDO QRWLFH LQ D QHZVSDSHU DXWKRUL]JHG WR SXEOLVK OHJD O GMEDRINDHEBIHEKY WK/ R RQUW K
&RPSDQ\ LV UHJLVWHUHG $Y ZHOO DV LQ WKH

2ZWKHU LVVXHYV

,Q JHQHUDO VKDUHKROGHUV FDQ RQO\ WDNH DFWLRQ DW VKDUHKROGHUVx PHHWLQJV RQ
VKDUHKROGHUVY PD\ WDNH DFWLRQ ZLWK UHVSHFW WR WKH DSSRLQWPHQW DQG GLVPLVVD(
WKH DJHQGD

$GGLWLRQDO UHVROXWLRQV WR EH VXEPLWWHG IRU DSSURYDO E\ WKH VKDUHKROGHUV DW
'LUHFWRUV IRU UHFRPPHQGDWLRQ WR WKH VKDUHKROGHUV DW DQ\ WAP/RXQWPR ONWH HIXE O LLF
GD\V SULRU WR WKH JHQHUDO PHHWLQJ DQG LQ DQ\ FDVH QR ODWHU WKDQ WZHQW\ GD\
W KHS$ / 2E\

a RQH RU VHYHUDO VKDUHKROGHUV WRJHWKHU KROGLQJ D VSHFLILHG SHUFHQWDJH RI VKDU

a D GXO\ TXDOLILHG DVVRFLDWLRQ RI VKDUHKROGHUV ZKR KDYH KHOG WKHLU VKDUHV LQ U]
DW OHDVW RI RXU YRWLQJ ULJKWV RU

a WKH ZRUNV FRXQFLO
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'LWKLQ WKH VDPH SHULRG WKH VKDUHKROGHUV $BLQNDR RE I WRSHPLW\IB G L WQ 8 Q®I0V FXWH/RH
VKDUHKROGHUVx PHHWLQJ ZLWKRXW D VKDUHKROGHUVx YRWH 7KH VKDUHKROGHUV PXVW
LWHPV

7KH UHVROXWLRQV DQG WKH OLVW RI LWHPVY DGGHG WR WKH DJHQGD RI WKH VKDUHKROGHU\

7KH %RDUG RI 'LUHFWRUV PXVW VXEPLW WKH UHVROXWLRQV WR D YRWH RI WKH VKDUHKROG
RI 'LUHFWRUV PD\ DOVR FRPPHQW RQ WKH LWHPV WKDW DUH VXEPLWWHG WR WKH VKDUHKRC

JROORZLQJ WKH GDWH RQ ZKLFK GRFXPHQWVY PXVW EH PDGH DYDLODEOH WR WKH VKDUH!
VKDUHKROGHUVx PHHWLQJ DQG UHVROXWLRQV SURSRVHG E\ WKH %RDUG RI 'LUHFWRUV ZK
GD\V SULRU WR WKH JHQHUDO PHHWLQJ VKDUHKROGHUV PD\ VXEPLW ZULWWHQ TXHVWLRQC
PHHWLQJ XQWLO WKH IRXUWK EXVLQHVY GD\ SULRU WR WKH JHQHUDO PHHWLQJ 7KH %RDU
PHHWLQJ RU PD\ UHIHU WR D 4 $ VHFWLRQ ORFDWHG RQ RXU ZHEVLWH LQ ZKLFK WKH T
EHHQ DQVZHUHG

$WWHQGDQFH DW VKDUHKROGHUVY PHHWLQJYV SUR[LHV DQG YRWHV E\ PD

,Q JHQHUDO DOO VKDUHKROGHUV PD\ SDUWLFLSDWH LQ JHQHUDO PHHWLQJY HLWKHU LQ SH!
E\ PDLO

7KH ULJKW RI VKDUHKROGHUV WR SDUWLFLSDWH LQ JH@WWEFDQSMHHRW LAY QWHRNA IMOEKWCHFW WRR
VHFRQG EXVLQHVV GD\ D P 3DULV WLPH SUHFHGLQJ WKH JHQHUDO PHHWLQJ

a4 IRU KROGHUV Rl UHJLVWHUHG VKDUHV LQ WKH UHJLVWHUHG VKDUHKROGHU DFFRXQW KH
E\LW DQG

a IRU KROGHUV Rl EHDUHU VKDUHV LQ WKH EHDUHU VKDUHKROGHU DFFRXQW KHOG E\ WKH
KDYH GHSRVLWHG WKHLU VKDUHV VXFK ILQDQFLDO LQWHUPHGLDULHYV VK D GOV @&/HE MWIHW LW €
GH SDUWL HGDBEOUIRYY WKHP WR SDUWLFLSDWH LQ WKH JHQHUDO PHHWLQJ

$WWHQGDQFH LQ SHUVRQ

$Q\ VKDUHKROGHU PD\ DWWHQG RUGLQDU\ JHQHUDO PHHWLQJY DQG H[WUDRUGLQDU\ JHQH!L
FRQGLWLRQV VSHFLILHG LQ WKH JUHQFK &RPPHUFLDO &RGH WKH JUHQFK &LYLO &RGH DQG R

$Q DWWHQGDQFH VKHHW DQG ZULWWHQ PLQXWHYVY DUH HVWDEOLVKHG IRU HDFK VKDUHKROG!
GHFLVLRQV DW WKH VKDUHKROGHUV PHHWLQJ

BUR[LHY DQG YRWHV E\ PDLO

B3UR[LHY DUH VHQW WR DQ\ VKDUHKROGHU XSRQ D UHTXHVW UHFHLYHG EHWZHHQ WKH SXEOL
JHQHUDO PHHWLQJ DQG PXVW EH PDGH DYDLODEOH RQ RXU ZHEVLWH DW OHDVW WZHQW\ RQ
VXFK SUR[LHV PXVW EH UHFHLYHG DW RXU UHJLVWHUHG RIILFH RU DW DQ\ RWKHU DGGUHV\
PDLO LQGLFDWHG RQ WKH QRWLFH RI WKH PHHWLQJ SULRU WR WKH GDWH RI WKH PHHWLQ
OHDVW WKUHH EXVLQHVYV GD\V SULRU WR WKH PHHWLQJ HOHFWURQLF SUR[LHV PXVW EH UH'
PHHWLQJ $ VKDUHKROGHU PD\ JUDQW SUR[LHV WR DQ\ QDWXUDO SHUVRQ RU OHJDO HQWLW
WR WKH VKDUHKROGHU RU WR WKH SXEOLF

$ SUR[\ LV RQO\ YDOLG IRU RQH PHHWLQJ RU E\ ZzD\ Rl HIFHSWLRQ IRU WZR PHHWLQJV RQH
VDPH GD\ RU ZLWKLQ D VLQJOH GD\ SHULRG LW UHPDLQV YDOLG LQ WKH HYHQW VXFK P
DQG PD\ EH UHYRNHG E\ ZULWWHQ VWDWHPHQW Rl WKH VKDUHKROGHU JUDQWLQJ WKH SURJ\

$OWHUQDWLYHO\ WKH VKDUHKROGHU PD\ VHQG XV D EODQN SUR[\ ZLWKRXW QRPLQDWLQJ D
ZLOO YRWH WKH EODQN SUR[LHV LQ IDYRU RI DOO UHVROXWLRQV SURSRVHG RU DSSURYHG E

'LWK UHVSHFW WR YRWHV E\ PDLO ZH PXVW VHQG VKDUHKROGHUV D YRWLQJ IRUP XSRQ UHT
DW OHDVW WZHQW\ RQH GD\V EHIRUH WKH JHQHUDO PHHWLQJ 7KH FRPSOHWHG IRUP PXVW E
VKDUHKROGHUVx PHHWLQJ )RU KROGHUV RI UHJLVWHUHG VKDUHV LQ DGGLWLRQ WR WUL
WKH LQWHUQHW

4XRUXP

7KH )UHQFK &RPPHUFLDO &RGH UHTXLUHV WKDW VKDUHKROGHUV KROGLQJ LQ WKH DJJUHJIL
SUHVHQW LQ SHUVRQ RU YRWH E\ PDLO RU E\ SUR[\ LQ RUGHU WR IXOILOO WKH TXRUXP UHT

a DQ RUGLQDU\ JHQHUDO PHHWLQJ DQG

a DQ H[WUDRUGLQDU\ JHQHUDO PHHWLQJ ZKHUH WKH RQO\ UHVROXWLRQV SHUWDLQ WR HL
LQFRUSRUDWLRQ RI UHVHUYHV SURILWV RU VKDUH SUHPLXP RU E WKH SRWHQWLDO LVYV
RITHU IRU RXU VKDUHV $UWLFOH / Rl WKH J)UHQFK &RPPHUFLDO &RGH

YRU DQ\ RWKHU H[WUDRUGLQDU\ JHQHUDO PHHWLQJ WKH TXRUXP UHTXLUHPHQW LV DW OHD
SUHVHQW LQ SHUVRQ YRWLQJ E\ PDLO RU E\ SURJ\

JRU D VSHFLDO PHHWLQJ RI KROGHUV RI D FHUWDLQ FDWHJRU\ RI VKDUHV WKH TXRUXP UHT
FDWHJRU\ KHOG E\ VKDUHKROGHUVY SUHVHQW LQ SHUVRQ YRWLQJ E\ PDLO RU E\ SURTJ\

,] D TXRUXP LV QRW SUHVHQW DW D PHHWLQJ WKH PHHWLQJ LV DGMRXUQHG +RZHYHU RC
PHHWLQJ PD\ EH GLVFXVVHG DQG YRWHG XSRQ RQFH WKH PHHWLQJ UHVXPHYV
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:KHQ DQ DGMRXUQHG PHHWLQJ LV UHVXPHG WKHUH LV QR TXRUXP UHTXLUHPHQW IRU PHHWI
,Q WKH FDVH RI DQ\ RWKHU UHFRQYHQHG H[WUDRUGLQDU\ JHQHUDO PHHWLQJ RU VSHFLDO
HQWLWOHG WR YRWH RU YRWLQJ VKDUHV EHORQJLQJ WR WKH UHOHYDQW FDWHJRU\ IRU V¢
KHOG E\ VKDUHKROGHUY SUHVHQW LQ SHUVRQ RU YRWLQJ E\ PDLO RU E\ SUR[\ ,I D TXRUXP
D PD[LPXP RI WZR PRQWKYV ZLWK WKH VDPH TXRUXP UHTXLUHPHQW 1R GHOLEHUDWLRQ RU
D TXRUXP

9RWHV UHTXLUHG IRU VKDUHKROGHU DFWLRQ

7KH DIILUPDWLYH YRWH RI D VLPSOH PDMRULW\ RI WKH YRWHV FDVW PD\ SDVV D UHVROXWL
JHQHUDO PHHWLQJ ZKHUH WKH RQO\ UHVROXWLRQ V SHUWDLQ V WR HLWKHU D D SURSR
UHVHUYHV SURILWYV RU VKDUH SUHPLXP RU E WKH SRWHQWLDO LVVXDQFH RI IUHH VKDUH
$UWLFOH / Rl WKH )UHQFK &RPPHUFLDO &RGH $W DQ\ RWKHU H[WUDRUGLQDU\ JHQHU
Rl KROGHUV RI D VSHFLILF FDWHJRU\ RI VKDUHV WKH DIILUPDWLYH YRWH RI WZR WKLUGV |
SUR[\ RU YRWLQJ E\ PDLO LV UHTXLUHG

$V D UHVXOW RI D UHFHQW FKDQJH LQ JUHQFK ODZ DV RI WKH $QQXDO *HQHUDO OHHWLQJ R
QX00 YRWHV E\ WKRVH SUHVHQW RU WKRVH UHSUHVHQWHG E\ SUR[\ RU YRWLQJ E\ PDLO
VXEPLWWHG WR D VKDUHKROGHU YRWH DW DQ\ RI WKH WKUHH W\SHV RI PHHWLQJV

&KDQJHV WR VKDUHKROGHUVY ULJKWYV

8QGHU )UHQFK ODZ WKH DIILUPDWLYH YRWH RI WZR WKLUGV RI WKH YRWHYV FDVW DW DQ HJ
$UWLFOHV RI $VVRFLDWLRQ ZKLFK VHW RXW WKH ULJKWYV DWWDFKHG WR RXU VKDUHV HJF
SURILWY RU VKDUH SUHPLXP RU WKURXJK WKH LVVXDQFH RI IUHH VKDUH ZDUUDQWYV L(
$UWLFOH / Rl WKH )UHQFK &RPPHUFLDO &RGH

7KH ULJKWV RI D FODVV RI VKDUHKROGHUY FDQ EH DPHQGHG RQO\ DIWHU D VSHFLDO PHHWI
7KH YRWLQJ UHTXLUHPHQWY DSSOLFDEOH WR WKLV W\SH RI VSHFLDO PHHWLQJ DUH WKH
VKDUHKROGHUVx PHHWLQJ 7KH TXRUXP UHTXLUHPHQWYV IRU D VSHFLDO PHHWLQJ DUH RQH
DGMRXUQHG PHHWLQJ

$ XQDQLPRXV VKDUHKROGHUVXx YRWH LV UHTXLUHG WR LQFUHDVH WKH OLDELOLWLHV RI VKD
JLODQFLDO VWDWHPHQWY DQG RWKHU FRPPXQLFDWLRQV ZLWK VKDUHKRO!

,Q FRQQHFWLRQ ZLWK DQ\ VKDUHKROGHUVx PHHWLQJ ZH PXVW SURYLGH D VHW RI GRFXPHQ

‘H PXVW DOVR SURYLGH RQ RXU ZHEVLWH DW OHDVW WZHQW\ RQH GD\V EHIRUH D VKDUHKRC
WKDW LQFOXGHY WKH SUHOLPLQDU\ QRWLFH WKH SUR[LHV DQG YRWLQJ IRUPV WKH UHVRO
WR EH VXEPLWWHG WR WKH VKDUHKROGHUVx PHHWLQJ SXUVXDQW WR $UWLFOHV / D
UHVROXWLRQV DQG WKH OLVW RI LWHPVY DGGHG WR WKH DJHQGD RI WKH VKDUHKROGHUVx Pl

'LYLGHQGV

H PD\ RQO\ GLVWULEXWH GLYLGHQGV RXW Rl RXU UGLVWULEXWDEOH SURILWV U SOXV DQ\
PDNH DYDLODEOH IRU GLVWULEXWLRQ RWKHU WKDQ WKRVH UHVHUYHV WKDW DUH VSHFLILF
SURILWVU FRQVLVW RI RXU XQFRQVROLGDWHG QHW SURILW LQ HDFK ILVFDO \HDU DV LQFUF
\HDUV OHVV DQ\ FRQWULEXWLRQV WR WKH UHVHUYH DFFRXQWYV SXUVXDQW WR ODZ RU RXU !

/HIDO UHVHUYH

7KH )UHQFK &RPPHUFLDO &RGH UHTXLUHV XV WR DOORFDWH RI RXU XQFRQVROLGDWHG Q
GLYLGHQGV PD\ EH SDLG ZLWK UHVSHFW WR WKDW \HDU )XQGV PXVW EH DOORFDWHG XQW
DJJUHJDWH SDU YDOXH RI WKH LVVXHG DQG RXWVWDQGLQJ VKDUH FDSLWDO 7KLV UHVWULF
JUHQFK VXEVLGLDULHV RQ DQ XQFRQVROLGDWHG EDVLV $W 'HFHPEHU RXU OF
UHSUHVHQWLRIJWKH DJJUHIJDWH SDU YDOXH RI RXU LVVXHG DQG RXWVWDQGLQJ VKDUH FD¢
FRPSDQ\ VXEMHFW WR WKLV UHTXLUHPHQW PD\ VHUYH WR DOORFDWH ORVVHV WKDW PD\ Qf
VKDUHKROGHUV XSRQ OLTXLGDWLRQ RI WKH FRPSDQ\

$SSURYDO RI GLYLGHQGV

$FFRUGLQJ WR WKH )UHQFK &RPPHUFLDO &RGH RXU %RDUG RI 'LUHFWRUV PD\ SURSRVH D
JHQHUDO VKDUHKROGHUVXx PHHWLQJ ,I ZH KDYH HDUQHG GLVWULEXWDEOH SURILWYV VLQFH
LQFRPH VWDWHPHQW FHUWLILHG E\ RXU LQGHSHQGHQW DXGLWRUV RXU %RDUG RI 'LUHFW
GLVWULEXWDEOH SURILWV IRU WKH SHULRG FRYHUHG E\ WKH LQWHULP LQFRPH VWDWHPHC
JUHQFK ODZ DQG UHJXODWLRQV DQG PD\ GR VR ZLWKRXW REWDLQLQJ VKDUHKROGHU DSSURY

'LVWULEXWLRQ RI GLYLGHQGYV

'LYLGHQGY DUH GLVWULEXWHG WR VKDUHKROGHUV SUR UDWD DFFRUGLQJ WR WKHLU UHVE
GLVWULEXWLRQV DUH PDGH WR VKDUHKROGHUV RQ WKH GDWH VHW E\ RXU %RDUG RI 'LUHF
GLYLGHQGV LV DSSURYHG 7KH DFWXDO GLYLGHQG SD\PHQW GDWH LV GHFLGHG E\ WKH VKD
E\ RXU %RDUG RI 'LUHFWRUV LQ WKH DEVHQFH RI VXFK D GHFLVLRQ E\ WKH VKDUHKROGHU"
GDWH DUH HQWLWOHG WR WKH GLYLGHQG
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'LYLGHQGV PD\ EH SDLG LQ FDVK RU LI WKH VKDUHKROGHUVx PHHWLQJ VR GHFLGHV LQ NLC
RI DVVHWV Rl WKH VDPH QDWXUH SDLG LQ OLHX RI FDVK 2XU $UWLFOHV RI $VVRFLDWLRQ SU
WDNHQ E\ RUGLQDU\ UHVROXWLRQ HDFK VKDUHKROGHU PD\ EH JLYHQ WKH FKRLFH WR UHFH

7LPLQJ RI SD\PHQW

$FFRUGLQJ WR WKH J)UHQFK &RPPHUFLDO &RGH ZH PXVW SD\ DQ\ H[LVWLQJ GLYLGHQGV ZL\
RWKHUZLVH DXWKRUL]JHG E\ FRXUW RUGHU 'LYLGHQGYV RQ VKDUHV WKDW DUH QRW FODLPHC
WKH )UHQFK 6WDWH

&KDQJHV LQ VKDUH FDSLWDO

,QFUHDVHV LQ VKDUH FDSLWDO

$V SURYLGHG IRU E\ WKH J)UHQFK &RPPHUFLDO &RGH RXU VKDUH FDSLWDO PD\ EH LQFUHDVI
JHQHUDO VKDUHKROGHUVx PHHWLQJ IROORZLQJ WKH UHFRPPHQGDWLRQ RI RXU %RDUG RI '
'LUHFWRUV HLWKH G &/OKcH MW MRKQR GLIHAR R PASICHW BREHEIIDW LR Q @WHR FRXWRIRIXW DQ\ LQFUHDVH LQ
2XU %RDUG RI 'LUHFWRUV PD\ IXUWKHU GHOHJDWH WKLV SRZHU WR RXU &KLHI ([HFEXWLYH 21
WR KLV GHGHUBWWNXUV JOQOUDX[ GOO©®JIXOV

,QFUHDVHV LQ RXU VKDUH FDSLWDO PD\ EH HIIHFWHG E\

LVVXLQJ DGGLWLRQDO VKDUHV

LQFUHDVLQJ WKH SDU YDOXH RI H[LVWLQJ VKDUHV

FUHDWLQJ D QHZ FODVV RI HTXLW\ VHFXULWLHV RU

H[HUFLVLQJ WKH ULJKWV DWWDFKHG WR VHFXULWLHV JLYLQJ DFFHVV WR WKH VKDUH FDSL
,QFUHDVHV LQ VKDUH FDSLWDO E\ LVVXLQJ DGGLWLRQDO VHFXULWLHY PD\ EH HIIHFWHG WKL
a LQ FRQVLGHUDWLRQ IRU FDVK

a4 LQ FRQVLGHUDWLRQ IRU DVVHWY FRQWULEXWHG LQ NLQG

a WKURXJK DQ H[FKDQJH RIIHU

4 E\ FRQYHUVLRQ RI SUHYLRXVO\ LVVXHG GHEW LQVWUXPHQWYV

a4 E\ FDSLWDOL]DWLRQ Rl SURILWY UHVHUYHV RU VKDUH SUHPLXP RU

a VXEMHFW WR YDULRXV FRQGLWLRQV LQ VDWLVIDFWLRQ RI GHEW LQFXUUHG E\ RXU &RPSD

'"HFLVLRQV WR LQFUHDVH WKH VKDUH FDSLWDO WKURXJK WKH FDSLWDOL]DWLRQ RI UHVHUYF
VKDUH ZDUUDQWYV LQ WKH HYHQW RI D SXEOLF WHQGHU RIIHU IRU RXU VKDUHV $UWLFOH /
DSSURYDO DW DQ H[WUDRUGLQDU\ JHQHUDO VKDUHKROGHUVx PHHWLQJ DFWLQJ XQGHU Wtk
VKDUHKROGHUVXx PHHWLQJYV ,QFUHDVHV HIIHFWHG E\ DQ LQFUHDVH LQ WKH SDU YDOXH RI
XQOHVV HIIHFWHG E\ FDSLWDOL]DWLRQ Rl UHVHUYHV SURILWY RU VKDUH SUHPLXP $00 R
H[WUDRUGLQDU\ JHQHUDO VKDUHKROGHUVx PHHWLQJ DFWLQJ XQGHU WKH UHJXODU TX|
6HH UO 4XRUXPU DQG UO 9RWHV 5HTXLUHG IRU 6KDUHKROGHU $FWLRQU DERYH

2Q $sSULO RXU VKDUHKROGHUV DSSURYHG YDULRXV UHVROXWLRQV GHOHJDWLQJ WR V
FDSLWDO WKURXJK WKH LVVXDQFH RI VKDUHV RU VHFXULWLHYV JLYLQJ DFFHVV WR WKH VKD
FDS DSSOLHVY WR DOO WKH UHVROXWLRQV ZKHUHE\ WKH H[WUDRUGLQDU\ VKDUHKROGHUYV x
LQFUHDVH WKH VKDUH FDSLWDO LW EHLQJ DOVR VSHFLILHG WKDW

a WKH PD[LPXP DJJUHJDWH SDU YDOXH RI FDSLWDO LQFUHDVHV WKDW PD\ EH FDUULHG

Q0 o

PLOOLRQ
a WKH PD[LPXP DJJUHJDWH SDU YDOXH RI FDSLWDO LQFUHDVHVY WKDW PD\ EH FDUULHG RX\
$UWLFOH / p Rl WKH )UHQFK ORQHWDU\ DQG )LQDQFLDO &RGH ZLWKRXW SUHHPSWLY
a WKH PD[LPXP DJJUHJDWH SDU YDOXH RI FDSLWDO LQFUHDVHV WKDW PD\ EH FDUULHG RXYV
$UWLFOH / p RI WKH J)UHQFK ORQHWDU\ DQG )LQDQFLDO &RGH L H DQ RIIHU DGGUF
ZLWKRXW SUHHPSWLYH ULJKWV ZDV VHW DW PLOOLRQ

a FDSLWDO LQFUHDVHYV UHVXOWLQJ LQ WKH LVVXDQFH RI VHFXULWLHY WR PHPEHUV RI HPSC
FRPSXWHG RQ WKH GDWH RI WKH %RDUG RI 'LUHFWRUVx GHFLVLRQ WR LVVXH VXFK VHFXL
RU LI FHUWDLQ )UHQFK ODZ UHVWULFWLRQV RQ UHVDOHYV ZHUH WR DSSO\ L H D OR

$VvV Rl '"HFHPEHU WKIDUHV KHOG E\ WKH FRPSDQ\ V HPSOR\HHV RU E\ HPSOR\HHV RI DIILOL
HPSOR\HHV LQ WKH *URXS VDYLQ. RR WIKIHP V KIDHUFHU H Y $ IQMCH3G

$W LWV )HEUXDU\ PHHWLQJ RXU %RDUG RI 'LUHFWRUY GHFLGHG WR GHOHJDWH WR WKH
D FDSLWDO LQFUHDVH UHVHUYHG IRU PHPEHUV RI WKH *URXS VDYLQJYV SURJUDP (YHU\ HPS!
DGGLWLRQDO QHZ VKDUH DV DQ HPSOR\HUxV WRS XS FRQWULEXWLRQ %H\RQG WKH ILUVW V
E\ ZD\ Rl HPSOR\HUxV WRS XS FRQWULEXWLRQ HYHU\ HPSOR\HH VXEVFULELQJ IRU WZHQW\ !
WRS XS FRQWULEXWLRQ 7KH VXEVFULSWLRQ SHULRG ZDV RSHQ GXULQJ -XQH

HPSOR\HHV IURP QHDUO\ FRXQWULHV VXEVRKDUERHHG 2RWIBOHWRWDO RI VKDUHV ZHUH V]
)&3( $SFWLRQV 6DQRIL WKH GHGLFDWHG HPSOR\HH VKDUH RZQHUVKLS IXQG IRU HPSOR\HHV |
6DQRIL 6KDUHV WKH GHGLFDWHG HPSOR\HH VKDUH RZQHUVKLS IXQG IRU HPSOR\HHV RI RXI
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HPSOR\HHV ZKR ZHUH HOLJLEOH IRU WKH HPSOR\HH VKDUH RZQHUVKLS SODQ EXW ZHUH LQ F
D GHGLFDWHG HPSOR\HH VKDUH RZQHUVKLS IXQG

$ WRWDO RI VKDUHV ZHUH LVVXHG E\ ZD\ RI HPSOR\HUxV WRS XS FRQWULEXWLRQ 21| '
WR )&3( 6DQRIL 6KDUHV DQG GLUHFWO\ WR HPSOR\HHV ZKR ZHUH HOLJLEOH IRU \
FRXQWULHYVY ZKHUH ORFDO UHJXODWLRQV GLG QRW DOORZ WKH XVH RI D GHGLFDWHG HPSOR

9RWLQJ ULJKWV DWWDFKHG WR VKDUHV KHOG E\ )&3( $FWLRQV 6DQRIL DUH H[HUFLVHG LQC
IUDFWLRQDO ULJKWV DUH H[HUFLVHG E\ WKH IXQGxV VXSHUYLVRU\ ERDUG

9RWLQJ ULJKWV DWWDFKHG WR VKDUHV KHOG E\ )&3( 6DQRIL 6KDUHYVY DUH DOVR H[HUFLVHG
DQ\ ULJKWV QRW H[HUFLVHG E\ WKHP DUH H[HUFLVHG E\ WKH IXQGxV VXSHUYLVRU\ ERDUG

,Q HDFK FDVH WKH VXSHUYLVRU\ ERDUG LQFOXGHYVY DQ HTXDO QXPEHU RI UHSUHVHQWDWLYH

2Q $SULO RXU VKDUHKROGHUVY DSSURYHG UHVROXWLRQV GHOHJDWLQJ WR WKH %RDUC
JUDQWLQJ RSWLRQV WR RXU HPSOR\HHV DQG RU FRUSRUDWH RIILFHUV VXEMHFW WR WKH
DQG FRQGLWLRQV

4 WKH DXWKRUL]DWLRQ LV YDOLG IRU D SHULRG RI PRQWKY DQG DQ\ RSWLRQV JUDQWH
H[FHHGLQJ Rl WKH VKDUH FDSLWDO DV FRPSXWHG RQ WKH GDWH Rl WKH GHFLVLRQ F
U0 6WRFN 2SWLRQVU DERYH

2Q $sSULO RXU VKDUHKROGHUY DOVR DSSURYHG UHVROXWLRQV GHOHJDWLQJ WR WKI|
FDSLWDO E\ JUDQWLQJ H[LVWLQJ RU QHZ UHVWULFWHG VKDUHV WR RXU HPSOR\HHV DQG R
DERYH DQG XQGHU WKH IROORZLQJ WHUPV DQG FRQGLWLRQV

a WKH DXWKRUL]DWLRQ LV YDOLG IRU D SHULRG RI PRQWKY DQG LV VXEMHFW WR D OLPL\
GHFLVLRQ RI WKH %RDUG RI '"LUHFWRUV WR DOORW VXFK VKDUHV VHH UO $ZDUGV RI 6KDU

6HH DOVR U,WHP 'LUHFWRUV 6HQLRU ODQDJHPHQW DQG (PSOR\HHV O ( 6KDUH 2ZQHUVKLS
'HFUHDVHV LQ VKDUH FDSLWDO

,Q DFFRUGDQFH ZLWK WKH SURYLVLRQV RI WKH )J)UHQFK &RPPHUFLDO &RGH DQ\ GHFUHD
VKDUHKROGHUY HQWLWOHG WR YRWH DW DQ H[WUDRUGLQDU\ JHQHUDO PHHWLQJ 7KH VKDU
WKH RXWVWDQGLQJ VKDUHV RU E\ UHGXFLQJ WKH QXPEHU RI RXWVWDQGLQJ VKDUHV 7KH Q.
H[FKDQJH RI VKDUHV RU E\ WKH UHSXUFKDVH DQG FDQFHOODWLRQ RI VKDUHVY +ROGHUV RI
DIITHFWHG VKDUHKROGHU DJUHHVY RWKHUZLVH

,Q DGGLWLRQ VSHFLILF UXOHV H[LVW WR SHUPLW WKH FDQFHOODWLRQ RI WUHDVXU\ VKD
FDQFHOODWLRQ RI XS WR D PD[LPXP RI RI D FRPSDQ\xV VKDUH FDSLWDO ZLWKLQ DQ\ |
GHOHJDWHG WR RXU %RDUG RI 'LUHFWRUV IRU PRQWKY L H XQWLO -XQH WKH
RZQ VKDUHV

SUHHPSWLYH ULJKWYV

$FFRUGLQJ WR WKH J)UHQFK &RPPHUFLDO &RGH LI ZH LVVXH DGGLWLRQDO VHFXULWLHV WR
ULJKWV WR WKHVH VHFXULWLHVY RQ D SUR UDWD EDVLVY 7KHVH SUHHPSWLYH ULJKWV UHTX
ULIJKWYVY HQWLWOH WKH LQGLYLGXDO RU HQWLW\ WKDW KROGYV WKHP WR VXEVFULEH WR WKH
&RPSDQ\ E\ PHDQV RI D FDVK SD\PHQW RU D VHW RIl RI FDVK GHEWY 3UHHPSWLYH ULJKWV D
WR D SDUWLFXODU RIIHULQJ 7KHVH ULJKWV PD\ DOVR EH OLVWHG RQ (XURQH[W 3DULV 6WRF

BUHHPSWLYH ULJKWV ZLWK UHVSHFW WR DQ\ SDUWLFXODU RIIHULQJ PD\ EH ZDLYHG E\ WKH
VKDUHVY HQWLWOHG WR YRWH DW DQ H[WUDRUGLQDU\ JHQHUDO PHHWLQJ 2XU %RDUG RI 'LL
ODZ WR SUHVHQW UHSRUWV WKDW VSHFLILFDOO\ DGGUHVY DQ\ SURSRVDO WR ZDLYH SUHHP!
PXVW EH FRPSOHWHG ZLWKLQ WKH SHULRG SUHVFULEHG E\ ODZ 6KDUHKROGHUV PD\ DOVR
ULJKWV ZLWK UHVSHFW WR DQ\ SDUWLFXODU RIITHULQJ LI WKH\ VR FKRRVH

7KH VKDUHKROGHUV PD\ GHFLGH DW H[WUDRUGLQDU\ JHQHUDO PHHWLQJYV WR JLYH WKH H
VXEVFULEH WR WKH QHZ VHFXULWLHYV IRU D OLPLWHG SHULRG RI WLPH

,Q WKH HYHQW RI D FDSLWDO LQFUHDVH ZLWKRXW SUHHPSWLYH ULJKWV WR H[LVWLQJ VKD
PDGH DW D SULFH GHWHUPLQHG E\ DQ H{WUDRUGLQDU\ JHQHUDO PHHWLQJ DIWHU VXEPLVVL!
RI D FDSLWDO LQFUHDVH FDUULHG RXW HDFK \HDU LQ FRQQHFWLRQ ZLWK DQ RIIHULQJ RI W
DQG )LQDQFLDO &RGH PXVW EH OLPLWHG WR RI D FRPSDQ\xV VKDUH FDSLWDO

JRUP KROGLQJ DQG WUDQVIHU RI VKDUHYV

JRUP RI VKDUHV
2XU $UWLFOHV RI $VVRFLDWLRQ SURYLGH WKDW WKH VKDUHV PD\ EH KHOG LQ HLWKHU EHDU
+ROGLQJ RI VKDUHRHYV

,Q DFFRUGDQFH ZLWK J)UHQFK ODZ UHODWLQJ WR WKH GHPDWHULDOL]DWLRQ RI VHFXULWL
HQWULHV LQVWHDG RI VKDUH FHUWLILFDWHY :H PDLQWDLQ D VKDUH DFFRXQW ZLWK (XURFQO
IRU LWV SDUWLFLSDQWY IRU DOO VKDUHV LQ UHJLVWHUHG IRUP ZKLFK LV DGPLQLVWHUHG
VHSDUDWH DFFRXQWV LQ WKH QDPH RI HDFK VKDUHKROGHU HLWKHU GLUHFWO\ RU DW D V
LOQOWHUPHGLDU\ (DFK VKDUHKROGHU DFFRXQW VKRZV WKH QDPH RI WKH KROGHU DQG WKH ¢
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LVVXHV FRQILDWIWMVYRVDODWLRQV GOZLQWRUHPWKROHHIQWRIRSHVBEHVKDUHKROGHU DV WR VKDUHV L
DFFRXQW EXW WKHVH FRQILUPDWLRQV DUH QRW GRFXPHQWYV RI WLWOH

6KDUHV RI D OLVWHG FRPSDQ\ PD\ DOVR EH LVVXHG LQ EHDUHU IRUP 6KDUHV KHOG LQ EHEL
EHKDOI LQ DQ DFFRXQW PDLQWDLQHG E\ DQ DFFUHGLWHG ILQDQFLDO LQWHUPHGLDU\ DQG D
VXFK LQWHUPHGLDU\ (DFK DFFUHGLWHG ILQDQFLDO LQWHUPHGLDU\ PDLQWDLQV D UHFRUG
ZLWK D VHFEXULWLHY DFFRXQW VWDWHPHQW 7UDQVIHUV RI VKDUHVY KHOG LQ EHDUHU IRUP P
DQG (XURFOHDU )UDQFH

6KDUHVY KHOG E\ SHUVRQV ZKR DUH QRW GRPLFLOHG LQ )UDQFH PD\ EH UHJLVWHUHG LQ WKH
LQYHVWRUV :KHQ VKDUHV DUH VR KHOG ZH DUH HQWLWOHG WR UHTXHVW IURP VXFK LQWHL
DQ\ OHJDOSHQWRQYQH PRUBKOKROGY PRUH WKDQ RI RXU VKDUHVY RU YRWLQJ ULJKWV WR
RZQV GLUHFWO\ RU LQGLUHFWO\ PRUH WKDQ RQH WKLUG RI LWV VKDUH FDSLWDO RU RI L\
LQIRUPDWLRQ LQ WLPH RU ZKR SURYLGHV LQFRPSOHWH RU IDOVH LQIRUPDWLRQ ZLOO EH (
KDYH LWV SD\PHQW RI GLYLGHQGV ZLWKKHOG XQWLO LW KDV SURYLGHG WKH UHTXHVWHG L«
DFWHG ZLOOIXOO\ WKH SHUVRQ PD\ EH GHSULYHG E\ D )UHQFK FRXUW RI HLWKHU LWV YR
ILYH \HDUYV

7UDQVIHU RI VKDUHYV

2XU $UWLFOHV RI $VVRFLDWLRQ GR QRW FRQWDLQ DQ\ UHVWULFWLRQV UHODWLQJ WR WKH W

5HILVWHUHG VKDUHV PXVW EH FRQYHUWHG LQWR EHDUHU IRUP EHIRUH EHLQJ WUDQVIH
VKDUHKROGHUVx EHKDOI DQG DFFRUGLQJO\ PXVW EH UHJLVWHUHG LQ DQ DFFRXQW PDL
VKDUHKROGHUVx EHKDOI $ VKDUHKROGHU PD\ LQLWLDWH D WUDQVIHU E\ JLYLQJ LQVWUXFW

$ IHH RU FRPPLVVLRQ LV SD\DEOH WR WKH EURNHU LQYROYHG LQ WKH WUDQVDFWLRQ UHJ
JUDQFH 5HJLVWUDWLRQ GXW\ LV FXUUHQWO\ SD\DEOH LQ )WAEVQHH H[HB XZWH &/ W @ Q UDHHGH RRIU
JUDQFH ZLWK UHVSHFW WR WKH VKDUHV RI WKH &RPSDQ\

SHGHPSWLRQ RI VKDUHYV

8QGHU JUHQFK ODZ RXU %RDUG RI 'LUHFWRUV LV HQWLWOHG WR UHGHHP D VHW QXPEHU R
PHHWLQJ ,Q WKH FDVH RI VXFK DQ DXWKRUL]DWLRQ WKH VKDUHV UHGHHPHG PXVW EH FD
SXUFKDVH VXFK VKDUHV IURP VKDUHKROGHUV +RZHYHU VKDUHVY UHGHHPHG RQ WKH RSHQ
UHGHHPLQJ WKH VKDUHV JUDQWVY RSWLRQV RQ RU DZDUGV WKRVH VKDUHV WR LWV HPSOR
UO 7UDGLQJ LQ 2XU 2ZQ 6KDUHVU EHORZ

BLQNLQJ IXQG SURYLVLRQV

2XU $UWLFOHV RI $VVRFLDWLRQ GR QRW SURYLGH IRU DQ\ VLOQNLQJ IXQG SURYLVLRQV
JLDELOLW)\ IRU IXUWKHU FDSLWDO FDOOV

6KDUHKROGHUYVY DUH OLDEOH IRU FRUSRUDWH OLDELOLWLHY RQO\ XS WR WKH SDU YDOXH RI
JLTXLGDWLRQ ULJKWYV

,/ ZH DUH OLTXLGDWHG DQ\ DVVHWV UHPDLQLQJ DIWHU SD\PHQW RI RXU GHEWYV OLTXLGDW!
GLVWULEXWHG WR UHSD\ LQ IXOO WKH SDU YDOXH RI RXU VKDUHV $Q\ VXUSOXV ZLOO EH Gl
YDOXH RI WKHLU VKDUHKROGLQJV

SHTXLUHPHQWY IRU KROGLQJV H[FHHGLQJ FHUWDLQ SHUFHQWDJHV

7KH )UHQFK &RPPHUFLDO &RGH DQG $0) UHJXODWLRQV SURYLGH WKDW DQ\ LQGLYLGXDO F
EHFRPHVY WKH RZQHU GLUHFWO\ RU LQGLUHFWO\ RI PRUH WKDQ RU RI WKH
RXWVWDQGLQJ VKDUHV RU YRWLQJ ULJKWV RI D OLVWHG FRPSDQ\ LQ )UDQFH VXFK DV RXU &
YRWLQJ ULIJKWV DERYH RU EHORZ DQ\ RI WKRVH SHUFHQWDJHV PXVW QRWLI\ WKH FRPSDQ\
LW FURVVHV WKH WKUHVKROG RI WKH QXPEHU RI VKDUHV LW KROGY DQG WKHLU YRWLQJ UL
HQG RI WKH IRXUWK WUDGLQJ GD\ IROORZLQJ WKH GDWH LW FURVVHYV DQ\ VXFK WKUHVKROG

3XUVXDQW WR WKH )UHQFK &RPPHUFLDO &RGH DQG WKH $0) *HQHUDO 5HIJXODWLRQ WKH SDL
WKH VKDUHY DQG YRWLQJ ULJKWV RZQHG DQG VKDOO WDNH LQWR DFFRXQW WKH VKDUHV I
ULJKWV RZQHG HYHQ LI WKH LQGLYLGXDO RU HQWLW\ GRHV QRW LWVHOI KROG VKDUHV F
SULQFLSOH WKH LQGLYLGXDO RU HQWLW\ PXVW WDNH LQWR DFFRXQW VSHFLILF VLWXDWLR
YRWLQJ ULJKWV RZQHG ZKHQ FDOFXODWLQJ WKH QXPEHU RI VKDUHV RZQHG WR EH GLVFOR
LQFOXGHY DPRQJ RWKHUV VLWXDWLRQV ZKHUH DQ LQGLYLGXDO RU HQWLW\ LV HQWLWOHG W
HQG RI D PDWXULW\ SHULRG XQGHU DQ DJUHHPHQW RU D ILQDQFLDO LQVWUXPHQW ZLWKR}
HQWLW\ LV HQWLWOHG WR VHOO XQGHU DQRWKHU DJUHHPHQW RU ILQDQFLDO LQVWUXPHQW
DOVR WDNH LQWR DFFRXQW LVVXHG VKDUHV FRYHUHG E\ DQ DJUHHPHQW RU FDVK VHWWOHG
LQGLYLGXDO RU HQWLW\ WKDW LV HTXLYDOHQW WR RZQLQJ VXFK VKDUHV ,Q WKH FDVHV |
PHQWLRQ WKH W\SH RI GHHPHG RZQHUVKLS DQG LQFOXGH D GHVFULSWLRQ RI WKH PDLQ FK
VSHFLILF GHWDLOV UHTXLUHG E\ WKH $0) *HQHUDO 5HIJXODWLRQ

7KH $0) *HQHUDO 5HJXODWLRQ SURYLGHV WKDW VKDUHV DQG YRWLQJ ULJKWVY VXEMHFW |
FRXQWHG RQFH
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KHQ DQ LQGLYLGXDO RU HQWLW\ PRGLILHV WKH DOORFDWLRQ EHWZHHQ WKH VKDUHV LW RZ
RZQHG VKDUHV LW PXVW GLVFORVH WKDW FKDQJH LQ D QHZ QRWLILFDWLRQ +RZHYHU WKF
VKDUHV GXH WR WKH VHWWOHPHQW RI WKH ILOQDQFLDO LQVWUXPHQWY RU DJUHHPHQWYV FDX"

6XEMHFW WR FHUWDLQ OLPLWHG H[FHSWLRQV )UHQFK ODZ DQG $0) UHJXODWLRQV LPSRVH
PRUH WKDQ RU RI WKH RXWVWDQGLQJ VKDUHV RU YRWLQJ ULJKWV RI D FRPSD
UHSRUW ZLWK WKH FRPSDQ\ DQG WKH $0) EHIRUH WKH HQG RI WKH ILIWK WUDGLQJ GD\ IROO

,Q WKH UHSRUW WKH DFTXLUHU ZLOO KDYH WR VSHFLI\ LWV LQWHQWLRQV IRU WKH IROORZL
a ZKHWKHU LW DFWV DORQH RU LQ FRQFHUW ZLWK RWKHUYV

a WKH PHDQV RI ILQDQFLQJ RI WKH DFTXLVLWLRQ WKH QRWLI\LQJ SDUW\ VKDOO LQGLFDWH
HTXLW\ RU GHEW WKH PDLQ IHDWXUHV RI WKDW GHEW DQG ZKHUH DSSOLFDEOH WKH PD
QRWLI\LQJ SDUW\ VKDOO DOVR LQGLFDWH ZKDW SRUWLRQ RI LWV KROGLQJ LI DQ\ LW REW

ZKHWKHU RU QRW LW LQWHQGYV WR FRQWLQXH LWV SXUFKDVHV
ZKHWKHU RU QRW LW LQWHQGY WR DFTXLUH FRQWURO RI WKH FRPSDQ\ LQ TXHVWLRQ
WKH VWUDWHJ\ LWLKNFR QWIINHP & U B YWHHY/

WKH ZD\ LW LQWHQGY WR LPSOHPHQW LWV VWUDWHJ\ LQFOXGLQJ L DQ\ SODQV IRU D
VXEVWDQWLDO SDUW RI WKH DVVHWYV RI WKH LVVXHU RU RI DQ\ RWKHU HQWLW\ LW FRQ
&RPPHUFLDO &RGH LL DQ\ SODQV WR PRGLI\ WKH EXVLQHVV RI WKH LVVXHU LLL DOQ\
LY DQ\ SODQV WR GHOLVW D FDWHJRU\ Rl WKH LVVXHUXV ILQDQFLDO LQVWUXPHQWYV DQGC

a DQ\ DJUHHPHQW IRU WKH WHPSRUDU\ WUDQVIHU RI VKDUHV RU YRWLQJ ULJKWV RI WKH LV\

a WKH zZD\ LW LQWHQGY WR VHWWOH LWV DJUHHPHQWV RU LQVWUXPHQWV RQ WKH V
$SUWLFOH / p DQG p ELV Rl WKH JUHQFK &RPPHUFLDO &RGH DQG

a ZKHWKHU LW VHHNVY UHSUHVHQWDWLRQ RQ WKH %RDUG RI 'LUHFWRUYV

7KH $0) PDNHV WKH UHSRUW SXEOLF 8SRQ DQ\ FKDQJH RI LQWHQWLRQ ZLWKLQ WKH VL[ PRC
ILOH D QHZ UHSRUW IRU WKH IROORZLQJ VL[ PRQWK SHULRG

,Q RUGHU WR HQDEOH VKDUHKROGHUV WR JLYH WKH UHTXLUHG QRWLFH ZH PXVW HDFK PRQ'
VHWWLQJ IRUWK WKH WRWDO QXPEHU RI RXU VKDUHY DQG YRWLQJ ULJKWV LQFOXGLQJ WU
SXEOLVKHG

,] DQ\ VKDUHKROGHU IDLOV WR FRPSO\ ZLWK DQ DSSOLFDEOH OHJDO QRWLILFDWLRQ UHTXL
GHSULYHG RI YRWLQJ ULJKWV IRU DOO VKDUHKROGHUVx PHHWLQJV XQWLO WKH HQG RI D W
ZLWK WKH QRWLILFDWLRQ UHTXLUHPHQWY ,Q DGGLWLRQ DQ\ VKDUHKROGHU ZKR IDLOV W]
YRWLQJ ULJKWV VXVSHQGHG IRU XS WR ILYH \HDUV E\ WKH &RPPHUFLDO &RXUW DW WKH UF
PD\ EH VXEMHFW WR FULPLQDO ILQHYV

8QGHU $0) UHIJXODWLRQV DQG VXEMHFW WR OLPLWHG H[HPSWLRQV JUDQWHG E\ WKH $0)

 Q

FURVVHV WKH WKUHVKROG RI Rl WKH VKDUH FDSLWDO RU YRWLQJ ULJKWV RI D JUHQFK
EDODQFH RI WKH VKDUHV DQG VHFXULWLHV JLYLQJ DFFHVV WR WKH VKDUH FDSLWDO RU
LOQVWUXPHQWY RU DJUHHPHQWY PHQWLRQHG LQ SUWLFOH / p ELV RI WKH JUHQFK &RP

QXPEHU RI VKDUHVY UHODWHG WR WKH PDQGDWRU\ SXEOLF WHQGHU RIIHU

,Q DGGLWLRQ RXU $UWLFOHV RI $VVRFLDWLRQ SURYLGH WKDW DQ\ SHUVRQ RU HQWLW\ DF\

RU DQ\ PXOWLSOH RI Rl RXU VKDUH FDSLWDO RU RXU YRWLQJ ULJKWV HYHQ EH\RQG W
UHJXODWRU\ SURYLVLRQV PXVW QRWLI\ XV E\ FHUWLILHG PDLO UHWXUQ UHFHLSW UHTXHV)
VHEXULWLHY JLYLQJ DFFHVV WR RXU VKDUH FDSLWDO DQG YRWLQJ ULJKWV WKDW VXFK S
$VVRFLDWLRQ DSSO\ ZKHQHYHU VXFK RZQHU LQFUHDVHVY RU GHFUHDVHV LWV RZQHUVKLS RI
JRHVY DERYH RU EHORZ RQH RI WKH WKUHVKROGV GHVFULEHG LQ WKH SUHFHGLQJ VHQWHC
QRWLILFDWLRQ UHTXLUHPHQW ZLOO XSRQ WKH UHTXHVW RI RQH RU PRUH VKDUHKROGHUYV |
PDGH DW WKH JHQHUDO VKDUHKROGHUVx PHHWLQJ EH GHSULYHG RI YRWLQJ ULJKWV ZLWK
DOO VKDUHKROGHUVx PHHWLQJV XQWLO WKH HQG RI D WZR \HDU SHULRG IROORZLQJ WKH GELC
UHTXLUHPHQWYV

&KDQJH LQ FRQWURO $QWL WDNHRYHU

7KHUH DUH QR SURYLVLRQV LQ RXU $UWLFOHV RI $VVRFLDWLRQ WKDW ZRXOG KDYH WKH HII
RXU &RPSDQ\ RU WKDW ZRXOG RSHUDWH RQO\ ZLWK UHVSHFW WR D PHUJHU DFTXLVLWLRQ
RXU VXEVLGLDULHV )XUWKHU WKHUH DUH QR SURYLVLRQV LQ RXU $UWLFOHV RI $VVRFLIL
RFFXUUHQFH RI D WDNHRYHU DWWHPSW RU WKH DGGLWLRQ RI RWKHU UDQWL WDNHRYHUU P}

2XU $UWLFOHV RI $VVRFLDWLRQ GR QRW LQFOXGH DQ\ SURYLVLRQV GLVFULPLQDWLQJ DJDL
UHVXOW RI VXFK VKDUHKROGHU RZQLQJ D VXEVWDQWLDO QXPEHU RI VKDUHYV

6HH EHORZ DGGLWLRQDO LQIRUPDWLRQ LQ UHODWLRQ WR IRUHLJQ GLUHFW LQYHVWPHQWYV X
7UDGLQJ LQ RXU RZQ VKDUHV

8QGHU )UHQFK ODZ 6DQRIL PD\ QRW LVVXH VKDUHV WR LWVHOI +RZHYHU ZH PD\ HLWKHU
EHKDOI DFTXLUH XS WR RI RXU LVVXHG VKDUH FDSLWDO ZLWKLQ D PD[LPXP SHULRG RI
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PDUNHW 3ULRU WR DFTXLULQJ RXU VKDUHV ZH PXVW SXEOLVIGBVEHYE WIS VIXRURII WIKHP ¥ KGE
GODFWLRQV

‘H PD\ QRW FDQFHO PRUH WKDQ RI RXU LVVXHG VKDUH FDSLWDO RYHU DQ\ PRQWK SHUL
&RPSDQ\ KROGLQJ GLUHFWO\ RU WKURXJK D SHUVRQ DFWLQJ RQ RXU EHKDOI PRUH WKDQ
WKDW ZH UHSXUFKDVH LQ UHJLVWHUHG IRUP 7KHVH VKDUHV PXVW EH IXOO\ SDLG XS 6KDlI
XQGHU J)UHQFK ODZ EXW DUH QRW HQWLWOHG WR GLYLGHQGV RU YRWLQJ ULJKWV VR ORQJ
WKH SUHHPSWLYH ULJKWYV DWWDFKHG WR WKHP

7KH VKDUHKROGHUVY DW DQ H[WUDRUGLQDU\ JHQHUDO VKDUHKROGHUYV PHHWLQJ PD\ GHFLC
SUHHPSWLYH ULJKWV DWWDFKHG WR WKH RWKHU VKDUHV +RZHYHU LI WKH VKDUHKROGHU
ULJKWYV DWWDFKHG WR WKH VKDUHVY ZH KROG RQ WKH PDUNHW EHIRUH WKH HQG RI WKH VXI
RQ D SUR UDWD EDVLYV

2Q $sSULO RXU VKDUHKROGHUV DSSURYHG D UHVROXWLRQ DXWKRUL]JLQJ XV WR UHSXU
8QGHU WKLV DXWKRUL]JDWLRQ WKH SXUFKDVH SULFH IRU HDFK 6DQRIL RUGLQDU\ VKDUH PD
WKDW 6DQRIL PD\ SD\ IRU ! UFKDY DX WK RUL]JDWLRQ ZDV JUDQWHG IRU D SHULRG RI

DQG FDQFHOOHG DQG UHSODFHG WKH DXWKRUL]DWLRQ JUDQWHG WR WKH %RDUG RI 'LUHFW!|
GHVFULSWLRQ RI WKLV VKDUH UHSXUFKDVH SURJUDP DV DGRSWHG EGWYXHURSWLQ BX\ SIBRHIL
GH UDFKDW ZOVFWWEXQWKHG RQ ODUFK

3XUSRVHV RI VKDUH UHSXUFKDVH SURJUDPYV

8QGHU WKH (XURSHDQ UHJXODWLRQ GDWHG $SULO RQ PDUNHW DEXVH DQG LW
SURJUDPYVY DQG VWDELOL]DWLRQ PHDVXUHV GDWHG ODUFK ZKLFK ZH UHIHU WR LQ Wi
IURP D VDIH KDUERU IRU VKDUH WUDQVDFWLRQV WKDW FRPSO\ ZLWK FHUWDLQ FRQGLWLRC
WUDQVDFWLRQV VHH EHORZ DQG WKDW DUH PDGH LQ FRQQHFWLRQ ZLWK D VKDUH UHSXUF#
ZKLFK LV

a WR UHGXFH WKH VKDUH FDSLWDO WKURXJK WKH FDQFHOODWLRQ RI WUHDVXU\ VKDUHYV
a WR PHHW REOLJDWLRQV DULVLQJ IURP GHEW ILQDQFLDO LQVWUXPHQWY WKDW DUH H[FKDQ

a WR PHHW REOLJDWLRQV DULVLQJ IURP VKDUH RSWLRQ SURJUDPV RU RWKHU DOORFDWLRQ
PDQDJHPHQW RU VXSHUYLVRU\ ERGLHV RI WKH LVVXHU RU RI DQ DVVRFLDWH FRPSDQ\

6DIH KDUERU WUDQVDFWLRQV ZLOO E\ GHILQLWLRQ QRW EH FRQVLGHUHG PDUNHW DEXVHYV
RWKHU SXUSRVHV WKDQ WKRVH PHQWLRQHG DERYH GR QRW TXDOLI\ IRU WKH VDIH KDUERU

+RZHYHU DV SHUPLWWHG E\ WKH 5HIJXODWLRQ ZKLFK SURYLGHV IRU D SUHVXPSWLRQ RI
FRQVWLWXWH PDUNHW PDQLSXODWLRQ DQG WKDW FRQIRUP ZLWK FHUWDLQ FULWHULD WK
ZKLFK WKHUHIRUH EHQHILWYV IURP D SUHVXPSWLRQ RI OHJLWLPDF\ WKH XVH RI OLTXLGLW\ |
ILQDQFLDO VHUYLFHV LQWHUPHGLDU\ DQG WKDW FRPSO\ ZLWK WKH FULWHULD VHW RXW E\ W

7KH $0) FRQILUPHG WKDW DOO WUDQVDFWLRQV GLUHFWHG DW PDLQWDLQLQJ WKH OLTXLGLW
DJUHHPHQW ZLWK D ILQDQFLDO VHUYLFHV LOQWHUPHGLDU\ DFWLQJ LQGHSHQGHQWO\

$V RI -XO\ WKH SXUFKDVH RI VKDUHV WKDW DUH VXEVHTXHQWO\ XVHG DV DFTXLVLW
ZKLFK WKH $0) SUHYLRXVO\ SHUPLWWHG DV DQ DFFHSWHG PDUNHW SUDFWLFH LV QR ORQJ
EHQHILWLQJ IURP WKH SUHVXPSWLRQ RI OHJLWLPDF\ LV QRW SURKLELWHG XQGHU WKH 5HJX

BULFLQJ YROXPH DQG RWKHU UHVWULFWLRQV

,Q RUGHU WR TXDOLI\ IRU WKH VDIH KDUERU GHVFULEHG DERYH WKH LVVXHU PXVW JHQHUDC

a D VKDUH SXUFKDVH PXVW QRW EH PDGH DW D SULFH KLJKHU WKDQ WKH KLJKHU RI WKH SU
LQGHSHQGHQW ELG RQ WKH WUDGLQJ YHQXHV ZKHUH WKH SXUFKDVH LV FDUULHG RXW DQ

a VXEMHFW WR FHUWDLQ H[FHSWLRQV IRU LOOLTXLG VHFXULWLHV WKH LVVXHU PXVW QRW ¢
YROXPH RI WKH VKDUHVY RQ WKH UHJXODWHG PDUNHW RQ ZKLFK WKH SXUFKDVH LV FDUULF
WKH DYHUDJH GDLO\ YROXPH WUDGHG LQ WKH PRQWK SUHFHGLQJ WKH PRQWK RI SXEOLF
WKDW EDVLV IRU WKH DXWKRUL]JHG SHULRG RI WKDW SURJUDP ,I| WKH SURJUDP GRHV QRYV
ILIXUH PXVW EH EDVHG RQ WKH DYHUDJH GDLO\ YROXPH WUDGHG LQ WKH WUDGLQJ GD\V

,Q DGGLWLRQ XQOHVV WKH LVVXHU KDV LQ SODFH D WLPH VFKHGXOHG UHSXUFKDVH SURJ
LQYHVWPHQW ILUP RU D FUHGLW LQVWLWXWLRQ ZKLFK PDNHV LWV WUDGLQJ GHFLVLRQV F
LQGHSHQGHQWO\ RI WKH LVVXHU WKH LVVXHU PXVW QRW IRU WKH GXUDWLRQ RI WKH UHSX!

a VHOOLQJ LWV RZQ VKDUHYV

a HITHFWLQJ DQ\ WUDQVDFWLRQ GXULQJ D FORVHG SHULRG LPSRVHG E\ WKH DSSOLFDEOH ¢
LH XQGHU )UHQFK ODZ GXULQJ WKH SHULRG EHWZHHQ WKH GDWH RQ ZKLFK WKH FRPSD(
ZKLFK VXFK LQIRUPDWLRQ LV PDGH SXEOLF GXULQJ WKH FDOHQGDU GD\ SHULRG EHIRU
\HDU HQG UHSRUW ZKLFK WKH LVVXHU LV REOLJHG WR PDNH SXEOLF DQG GXULQJ WKH F
UHVXOWV RU

a HITHFWLQJ DQ\ WUDQVDFWLRQ LQ VHFXULWLHYV ZLWK UHVSHFW WR ZKLFK WKH LVVXHU KDV
DFFRUGDQFH ZLWK DSSOLFDEOH UXOHYV
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8VH RI VKDUH UHSXUFKDVH SURJUDPYV

3XUVXDQW WR WKH $0) UXOHV LVVXHUV PXVW LPPHGLDWHO\ DOORFDWH WKH UHSXUFKDV
5HIXODWLRQ DQG PXVW QRW VXEVHTXHQWO\ XVH WKH VKDUHV IRU D GLIIHUHQW SXUSRVH $
YLHZ WR FRYHULQJ VWRFN RSWLRQ SODQV PD\ LI QR ORQJHU QHHGHG IRU WKLV SXUSRVH

$0) UHTXLUHPHQWY UHODWLQJ LQ SDUWLFXODU WR EODFNRXW SHULRGV 6KDUHV UHSXUFKD
E\ WKH $0) VHH DERYH PD\ DOVR EH UH DOORFDWHG WR RQH RI WKH SXUSRVHV FRQWHPSO|
UHTXLUHPHQWY 6KDUHV UHSXUFKDVHG ZLWK D YLHZ WR WKHLU FDQFHOODWLRQ PXVW EH FL

'XULQJ WKH \HDU HQGHG 'HFHPEHU ZH XVHG WKH DXWKRULW\ GHOHJDWHG E\ RXU
VWRFN PDUNHW

3XUVXDQW WR RXU VKDUH UHSXUFKDVH SURJUDPV DXWKRUL]JHBQG\ RRX U SWKHDUHKROGH IV
UHSXUFKDVHG Rl RXU VKDUHV IRU D ZHLJKWHG DYHUDJH SULFH RI LH D WRWI
WUDQVDFWLRQ WO)[HR PWGEGLEXWLRQ QHW RI LQFRPH WD[HV DPRXQWHG WR PLOOLRQ 2X
UHSXUFKDVH RXU RZQ VKDUHYV

'XULQJ ZH GLG QRW FDUU\ RXW DQ\ FDQFHOODWLRQV RI WUHDVXU\ VKDUHYV
'XULQJ ZH GLG QRW XVH D OLTXLGLW\ FRQWUDFW
'XULQJ ZH GLG QRW DOORFDWH DQ\ VKDUHV WR VWRFN SXUFKDVH RSWLRQ SODQV RXWVWD (

,Q LQ DGGLWLRQ WR WKH VKDUHY DOORFDWHG WR SHUIRUPDQFH VKDUH SODQV RX
a SXUFKDVHG RI LWV VKDUHVY DW DQ DYHUDJH ZHLJKWHG SULFH RI IRU D WRWDO
a WUDQVIHUUHG RI' LWV VKDUHV WR EHQHILFLDULHV RI SHUIRUPDQFH VKDUHV DW DQ
$V RI 'HFHPEHU WKH WUHDVXU\ VKDUHV KHOG XQGHU RXU VKDUH UHSXUF}
SHUIRUPDQFH VKDUH SODQV

$V Rl '"HFHPEHU ZH KDG VKDUHVY FUHDWHG XQGHU WKH $FWLRQ HPSOR\HH VKDU
WR HPSOR\HHV 7KH\ ZHUH VROG LQ

,Q 6DQRIL SXUFKDVHG VKDUHV DW DQ DYHUDJH ZHLJKWHG SULFH RI IRU D

DOORFDWHG WR D FDQFHOODWLRQ REMHFWLYH
,Q DGGLWLRQ QR VKDUHV ZHUH KHOG WR FRYHU VWRFN RSWLRQ SODQV RU IRU OLTXLGLW\ S

$V RI '"HFHPEHU ZH GLUHFWO\ RZQHG 6DQRILUMKEDHMM QAW IMXJI CORI RROQYEDVAROCHU R |
FDSLWDO DQG ZLWK DQ HVWLPDWHG YDOXH RI PLOOLRQ EDVHG RQ WKH VKDUH SULFH DW

SHSRUWLQJ REOLJDWLRQV

3XUVXDQW WR WKH 5HIJXODWLRQ WKH $0) 5SHIXODWLRQ DQG WKH )UHQFK &RPPHUFLDO &RGt
IROORZLQJ UHSRUWLQJ REOLJDWLRQV

a LVVXHUV PXVW UHSRUW DOO WUDQVDFWLRQV LQ WKHLU RZQ VKDUHV WR WKH FRPSHWHQ
DGPLWWHG WR WUDGLQJ RU DUH WUDGHG ZLWKLQ VHYHQ WUDGLQJ GD\V RI WKH WUDQVI
FDUULHG RXW SXUVXDQW WR D OLTXLGLW\ DJUHHPHQW WKDW FRPSOLHV ZLWK WKH HWKLF|

a LVVXHUV PXVW GHFODUH WR WKH $0) RQ D PRQWKO\ EDVLY DOO WUDQVDFWLRQV FRPSO
SURYLGH WKH VDPH LQIRUPDWLRQ RQ D ZHHNO\ EDVLV DQG

a SRVW RQ LWV ZHEVLWH WKH WUDQVDFWLRQV GLVFORVHG DQG NHHS WKDW LQIRUPDWLRQ I
RI SXEOLF GLVFORVXUH

2ZQHUVKLS RI VKDUHV E\ QRQ J)UHQFK SHUVRQV

7KH JUHQFK &RPPHUFLDO &RGH DQG RXU $UWLFOHV RI $VVRFLDWLRQ FXUUHQWO\ GR QRW |
SHUVRQV WR RZQ RU ZKHUH DSSOLFDEOH WR YRWH RXU VHFXULWLHV +RZHYHU SXUVXDQ
&RGH &0) DQ\ LQYHVWPHQW E\ DQ\ QRQ JUHQFK FLWL]JHQ DQ\ )UHQFK FLWL]HQ QRW UHVL
HQWLW\ FRQWUROOHG E\ VXFK SHUVRQV RU HQWLWLHYVY WKDW ZLOO UHVXOW LQ WKH UHOHY
E DFTXLULQJ DOO RU SDUW RI D EXVLQHVV OLQH RI DQ HQWLW\ UHJLVWHUHG LQ JUDQFH

LQGLUHFWO\ DORQH RU LQ FRQFHUW D WKUHVKROG RI YRWLQJ ULJKWV LQ DQ HQWLW\
WDUJHWxV EXVLQHVYV DQG DFWLYLW\ UHODWH WR D VWUDWHJILF VHFWRU LV VXEMHFW WR W
HILVWLQJ DGPLQLVWUDWLYH UXWULORVHRRIQRYWYKMKDEH FDSLWDO RU YRWLQJ ULJKWV LV UHJI
ORZHU SHUFHQWDJH PLJKW EH KHOG WR EH D FRQWUROOLQJ LOQWHUHVW LQ FHUWDLQ FLUFX|

4 WKH DFTXLULQJ SDUW\xV LQWHQWLRQYV
a4 WKH DFTXLULQJ SDUW\xV DELOLW\ WR HOHFW GLUHFWRUV RU
a ILQDQFLDO UHOLDQFH E\ WKH FRPSDQ\ RQ WKH DFTXLULQJ SDUW\

6XFK VWUDWHJILF VHFWRUV LQFOXGH D DFWLYLWLHY OLNHO\ WR SUHMXGLFH QDWLRQDO Gt
OLNHO\ WR SUHMXGLFH SXEOLF RUGHU DQG SXEOLF VHFXULW\ LQFOXGLQJ DFWLYLWLHV UH
FU\SWRORJ\ GDWD FDSWXULQJ GHYLFHVY JDPEOLQJ WR[LF DJHQWV RU GDWD VWRUDJH

VHUYLFHVY LQFOXGLQJ HQHUJ\ ZDWHU WUDQVSRUWDWLRQ VSDFH SXEOLF KHDOWK WHOF}
GHYHORSPHQW DFWLYLWLHVY UHODWHG WR FULWLFDO WHFKQRORJLHV LQFOXGLQJ ELRWH
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PDQXIDFWXULQJ VHPLFRQGXFWRUV TXDQWXP WHFKQRORJLHV HQHUJ\ VWRUDJH DQG WHFK
GXDO XVH JRRGVY DQG WHFKQRORJLHV

7KLV UHTXHVW IRU SULRU DXWKRUL]DWLRQ PXVW EH ILOHG ZLWK WKH JUHQFK OLQLVWU\ RI
FRPSOHWH ILOH WR SURYLGH D ILUVW GHFLVLRQ ZKLFK PD\ L XQFRQGLWLRQDOO\ DXWKRU
UHTXLUHG ,Q WKH ODWWHU FDVH WKH JUHQFK OLQLVWU\ RI WKH (FRQRP\ PXVW PDNH D V
GHFLVLRQ ,Q WKH HYHQW RI D ODFN Rl UHVSRQVH IURP WKH JUHQFK OLQLVWU\ RI WKH |
DXWKRUL]DWLRQ ZLOO EH GHHPHG UHIXVHG ,| WKH DXWKRUL]DWLRQ LV JUDQWHG LW PD\ E
SURWHFWLQJ JUHQFK QDWLRQDO LQWHUHVWY ,1 DQ LQYHVWPHQW UHTXLULQJ WKH SULRU D
ZLWKRXW VXFK DXWKRUL]DWLRQ KDYLQJ EHHQ JUDQWHG WKH JUHQFK OLQLVWHU RI WKH (|
UHTXHVW IRU DXWKRUL]DWLRQ LL KDYH WKH SUHYLRXV VLWXDWLRQ UHVWRUHG DW LWV R
PLJKW DOVR EH IRXQG FULPLQDOO\ OLDEOH DQG PLJKW EH VDQFWLRQHG ZLWK D ILQH ZKLF
UHOHYDQW LQYHVWPHQW LL RI WKH DQQXDO WXUQRYHU EHIRUH WD[ RI WKH WDUJHW F
DQ LQGLYLGXDO

,Q WKH FRQWH[W RI WKH RQJRLQJ &29,' SDQGHPLF D GHFUHH GDWHG -XO\ DV DPHQ
WKUHVKROG ZLWK UHVSHFW WR LQYHVWPHQWY LQ DQG RZQHUVKLS RI YRWLQJ ULJKWV RI F
DUH DGPLWWHG WR WUDGLQJ RQ D UHJXODWHG PDUNHW LQ DGGLWLRQ WR WKH WKUHVK
LQYHVWRUV ZKRVH KROGLQJV H[FHHG WKH WKUHVKROG EXW D3N UV/EK\DWQ W KDR) WHKKHH G H RAUKAL
'HFHPEHU VXFK PHDVXUHY VKDOO UHPDLQ LQ IRUFH WKURXJK '"HFHPEHU

7KH &0) SURYLGHV IRU VWDWLVWLFDO UHSRUWLQJ UHTXLUHPHQWY 7UDQVDFWLRQV E\ ZKLF

FDSLWDO RU YRWLQJ ULJKWV RU FURVV WKH WKUHVKROG RI D JUHQFK UHVLGHQW FRPSI
DQG DUH VXEMHFW WR VWDWLVWLFDO UHSRUWLQJ UHTXLUHPHQWY S$UWLFOHV 5 5
HIFHHGYV FRPSDQLHV PXVW GHFODUH IRUHADQ TWHD®W FEWARB V GEDUHFRIHM WERD W KIHR

WKH GDWH RI FHUWDLQ GLUHFW IRUHLJQ LQYHVWPHQWY LQ XV LQFOXGLQJ DQ\ SXUFKDVH
UHTXLUHPHQW PD\ EH VDQFWLRQHG E\ ILYH \HDUVx LPSULVRQPHQW DQG D ILQH RI D PD[LP
KDYH EHHQ UHSRUWHG LQ DFFRUGDQFH ZLWK $UWLFOH / RI WKH &0) 7KLV DPRXQW PD
OHJDO HQWLW\

(QIRUFHDELOLW\ RI FLYLO OLDELOLWLHV

‘H DUH D OLPLWHG OLVDEEOCQW® MPRFBEMEH.]HG XQGHU WKH ODZV RI )UDQFH DQG PRVW RI RXI
RXWVLGH WKH 8QLWHG 6WDWHYVY ,Q DGGLWLRQ D VXEVWDQWLDO SRUWLRQ RI RXU DVVHWYV L

$V D UHVXOW LW PD\ EH GLIILFXOW IRU LQYHVWRUYV

a WR REWDLQ MXULVGLFWLRQ RYHU XV RU RXU QRQ 86 UHVLGHQW RIILFHUV DQG GLUHFWRU
FLWLIHQ RU DQ\ LQGLYLGXDO EHLQJ UHVLGHQW LQ )J)UDQFH RU DQ\ RIILFHU UHSUHVHQYV
UHJLVWHUHG RIILFH RU DQ HVWDEOLVKPHQW LQ D WHUULWRU\ RI )UDQFH LQ FRQQHFWLR
SURYLVLRQV RI WKH 86 IHGHUDO VHFXULWLHYVY ODZV

a WR HQIRUFH LQ 86 FRXUWYVY MXGJPHQWY REWDLQHG LQ VXFK DFWLRQV DJDLQVW XV RU RXU

a WR EULQJ DQ RULJLQDO DFWLRQ LQ D )UHQFK FRXUW WR HQIRUFH OLDELOLWLHY EDVHG >
UHVLGHQW RIILFHUV RU GLUHFWRUV DQG

a WR HQIRUFH LQ 86 FRXUWYV DJDLQVW XV RU RXU GLUHFWRUV LQ QRQ 86 FRXUWV LQFOXGL
WKH FLYLO OLDELOLW\ SURYLVLRQV RI WKH 86 IHGHUDO VHFXULWLHYV ODZV

1HYHUWKHOHVYV D ILQDO MXGJPHQW IRU WKH SD\PHQW RI PRQH\ UHQGHUHG E\ DQ\ IHGHUDO
ZKHWKHU RU QRW SUHGLFDWHG VROHO\ XSRQ WKH 86 IHGHUDO VHFXULWLHV ODZV ZRXOG E
MXGJH FRQVLGHUV WKDW WKLV MXGJPHQW PHHWY WKH JUHQFK OHJDO UHTXLUHPHQW FRC
MXGJPHQWY DQG LV FDSDEOH RI EHLQJ LPPHGLDWHO\ HQIRUFHG LQ WKH 8QLWHG 6WDWHV $
D IRUHLJQ MXGJPHQW ZLWKRXW D UHYLHZ RI WKH PHULWV RI WKH XQGHUO\LQJ FODLP RC
MXULVGLFWLRQ RYHU WKH PDWWHU DV WKH GLVSXWH LV FOHDUO\ FRQQHFWHG WR WKH M
IUDXGXOHQW DQG WKH JUHQFK FRXUWV GLG QRW KDYH H[FOXVLYH MXULVGLFWLRQ RYHU W|
SXEOLF SROLF\ UXOHV ERWK SHUWDLQLQJ WR WKH PHULWV DQG WR WKH SURFHGXUH RI W
WDLQWHG ZLWK IUDXG DQG WKH MXGJPHQW GRHV QRW FRQIOLFW ZLWK D JUHQFK RU IR
HITHFWLYH LQ JUDQFH

,Q DGGLWLRQ )UHQFK ODZ JXDUDQWHHV IXOO FRPSHQVDWLRQ IRU WKH KDUP VXIIHUHG EX\
VXIITHU RU EHQHILW IURP WKH VLWXDWLRQ LW EHLQJ VSHFLILHG WKDW XQGHU )UHQFK ODZ
FRQWUDU\ WR SXEOLF RUGHU SURYLGHG WKH DPRXQW DZDUGHG LV QRW GLVSURSRUWLRQDYV

$V D UHVXOW WKH HQIRUFHPHQW E\ 86 LQYHVWRUV Rl DQ\ MXGJPHQWV REWDLQHG LQ
MXGIJIPHQWYV XQGHU WKH 86 IHGHUDO VHFXULWLHVY ODZ DJDLQVW XV RU PHPEHUV RI RXU %R
ZKR DUH UHVLGHQWYV RI )UDQFH RU FRXQWULHYV RWKHU WKDQ WKH 8QLWHG 6WDWHYV ZRXOG

J)LOQDOO\ WKHUH PD\ EH GRXEW DV WR ZKHWKHU D )UHQFK FRXUW ZRXOG LPSRVH FLYLO OL
RINLFHUV RU FHUWDLQ H[SHUWY QDPHG KHUHLQ LQ DQ RULJLQDO DFWLRQ SUHGLFDWHG VR(
FRPSHWHQW MXULVGLFWLRQ LQ )UDQFH DJDLQVW XV RU VXFK PHPEHUV RIILFHUV RU H[SHUW
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& ODWHULDO &RQWUDFWYV
13

' ([FKDQJH &RQWUROV

JUHQFK H[FKDQJH FRQWURO UHJXODWLRQV FXUUHQWO\ GR QRW OLPLW WKH DPRXQW RI SD\
DQG UHJXODWLRQV FRQFHUQLQJ IRUHLJQ H[FKDQJH FRQWUROV GR UHTXLUH KRZHYHU WK
UHVLGHQW WR D QRQ UHVLGHQW EH KDQGOHG E\ DQ DFFUHGLWHG LQWHUPHGLDU\

( 7D[DWLRQ

*HQHUDO

7KH IROORZLQJ JHQHUDOO\ VXPPDUL]HY WKH PDWHULDO )UHQFK DQG 86 IHGHUDO LQFRPH V
SXUFKDVLQJ RZQLQJ DQG GLVSRVLQJ RI RXU $'6V DQG RUGLQDU\ VKDUHY FROOHFWLYHO\
GHVFULSWLYH VXPPDU\ DQG GRHV QRW SXUSRUW WR EH D FRPSOHWH DQDO\VLY RU OLVWL(
GLVSRVLWLRQ RI RXU 6HFXULWLHV $00 RI WKH IROORZLQJ LV VXEMHFW WR FKDQJH 6XF
FRQVHTXHQFHY GHVFULEHG EHORZ

7KLV VXPPDU\ GRHV QRW FRQVWLWXWH D OHJDO RSLQLRQ RU WD[ DGYLFH +ROGHUV DUH >
FRQVHTXHQFHV RI WKH SXUFKDVH RZQHUVKLS DQG GLVSRVLWLRQ RI 6HFXULWLHV LQ OLJKW
86 IHGHUDO VWDWH ORFDO RU RWKHU QDWLRQDO WD[ ODZV

$ VHW RI WD[ UXOHV LV DSSOLFDEOH WR )UHQFK DVVHWY WKDW DUH KHOG E\ RU LQ IRUHLJC
DVVHWV LQ WKH VHWWORUxV QHW DVVHWY IRU SXUSRVH RI DSSO\LQJ WKH )UHQFK UHDO H
GXWLHV WR )UHQFK DVVHWYV KHOG LQ WUXVW IRU D VSHFLILF WD[ RQ FDSLWDO RQ WKH )UF}
UHDO HVWDWH ZHDOWK WD[ DQG IRU D QXPEHU RI )UHQFK WD[ UHSRUWLQJ DQG GLVFORVXU|
JUHQFK WD[ FRQVHTXHQFHY DSSOLFDEOH WHFEHJEWULHWLBVHKKBGGLQQWWYXYXWW WKH JUDQWR
XUJHG WR FRQVXOW WKHLU RZQ WD[ DGYLVHU UHJDUGLQJ WKH VSHFLILF WD[ FRQVHTXHQFH\

7KH GHVFULSWLRQ Rl WKH J)UHQFK DQG 86 IHGHUDO LQFRPH WD[ FRQVHTXHQFHV VHW IRUW
LQFRPH WD[ SXUSRVHV WKH ,QWHUQDO S5HYHQXH &RGH RI DV DPHQGHG WKH U&RGH
5HIJXODWLRQV SURPXOJDWHG WKHUHXQGHU DQG DGPLQLVWUDWLYH DQG MXGLFLDO LQWHUS!
&RQYHQWLRQ %HWZHHQ WKH *RYHUQPHQW RI WKH 8QLWHG 6WDWHVY RI $PHULFD DQG WKH *
'RXEOH 7D[DWLRQ DQG WKH 3UHYHQWLRQ RI J)LVFDO (YDVLRQ ZLWK 5HVSHFW WR 7D[HV RQ

ZKLFK HQWHUHG LQWR IRUFH RQ 'HFHPEHU DV DPHQGHG E\ DQ\ VXEVHTXHQW SURWR
DQG WKH WD[ UHJXODWLRQV LVVXHG E\ WKHXQ®E WK QVDI[ LLPUM OREH W 1) HY DERHKAI @ MER® D WH. R QI
LQ IRUFH DV RI WKH GB& KRR GMKIWDULHSRGWLYVHG WR FRQVXOW WKHLU RZQ WD[ DGYLVHUV U
HVSHFLDOO\ ZLWK UHJDUG WR WKH UO/LPLWDWLRQV RQ %HQHILWVU SURYLVLRQ LQ OLJKW RI

1R DGYDQFH UXOLQJ KDV EHHQ REWDLQHG ZLWK UHVSHFW WR WKH WD[ FRQVHTXHQFHV RI \
I[IURP HLWKHU WKH )UHQFK RU 86 WD[ DXWKRULWLHV 7KXV WKHUH FDQ QR DVVXUDQFHV WK
FRQFHUQLQJ VDLG WD[ FRQVHTXHQFHV GLIIHUHQW IURP WKDW VHW RXW KHUHLQ RU WKDW V.

JRU WKH SXUSRVHV RI WKLV GLVFXVVLRQ D 86 KROGHU LV D EHQHILFLDO RZQHU RI 6HFXUL\
IRU 86 IHGHUDO LQFRPH WD[ SXUSRVHYV LL D 86 GRPHVWLF FRUSRUDWLRQ FUHDWHG RU R
VWDWH WKHUHRI LQFOXGLQJ WKH 'LVWULFW RI &ROXPELD RU LLL FHUWDLQ HVWDWHV RU
SHUVRQ RWKHU WKDQ D 86 KROGHU

,] D SDUWQHUVKLS KROGY 6HFXULWLHV WKH WD[ WUHDWPHQW RI D SDUWQHU JHQHUDOO\ ZL
SDUWQHUWDKE® KROGHU LV DQ HVOWDWQHWRUQVD XS\DMWQHUVKLS WKDW KROGYV 6HFXULWLHV WK
DGYLVHU UHJDUGLQJ WKH VSHFLILF WD[ FRQVHTXHQFHV RI DFTXLULQJ RZQLQJ DQG GLVSRVI

7KLV GLVFXVVLRQ LV LQWHQGHG RQO\ DV D JHQHUDO VXPPDU\ DQG GRHV QRW SXUSRUW WR
RI WKH DFTXLVLWLRQ RZQHUVKLS RU GLVSRVLWLRQ RI WKH BHFXULWLHV WR DQ\ SDUWLFXC
IURP UXOHV Rl JHQHUDO DSSOLFDWLRQ RU WKDW DUH JHQHUDOO\ DVVXPHG WR EH NQRZQ E\
RXU 6HFXULWLHV DV FDSLWDO DVVHWV WKDW KDYH WKH 86 GROODU DV WKHLU IXQFWLRQDO
RQ %HQHILWVO SURYLVLRQ FRQWDLQHG LQ WKH 7UHDW\ DQG ZKRVH RZQHUVKLS RI WKH

HVWDEOLVKPHQW RU D IL[HG EDVH LQ )UDQFH &HUWDLQ KROGHUV LQFOXGLQJ EXW QRW
FODVVLILHG DV SDUWQHUVKLSV IRU 86 IHGHUDO LQFRPH WD[ SXUSRVHV EDQNV LQVXUDQFH
RUJDQL]DWLRQV ILQDQFLDO LQVWLWXWLRQV SHUVRQV VXEMHFW WR WKH DOWHUQDWLYH F
H[HUFLVH RI HPSOR\HH VWRFN RSWLRQV RU RWKHUZLVH DV FRPSHQVDWLRQ SHUVRQV WKDW
YRWLQJ VWRFN RU RU PRUH Rl RXU RXWVWDQGLQJ VKDUH FDSLWDO GHDOHUV LQ VHFXUL
WR PDUNHW IRU 86 IHGHUDO LQFRPH WD[ SXUSRVHV SHUVRQV WKDW DFTXLUH $'6V LQ USUH
RUGLQDU\ VKDUHV DOWKRXJK RXU GHSRVLWDU\ KDV LQGLFDWHG WKDW VXFK WUDQVDFWLF
SRVLWLRQ LQ D VIQWKHWLF VHFXULW\ VWUDGGOH RU FRQYHUVLRQ WUDQVPEWMERQV RD\ E
6HFXULWLHV DUH DGYLVHG WR FRQVXOW WKHLU RZQ WD[ DGYLVHUV ZLWK UHJDUG WR WKH
SDUWLFXODU VLWXDWLRQV DV ZHOO DV DQ\ WD[ FRQVHTXHQFHV DULVLQJ XQGHU WKH ODZV

6$12), )250 )



3$57 ,
,7(0 $GGLWLRQDO LQIRUPDWLRQ

JUHQFWD[HV
(VWDWH DQG JLIW WD[HV DQG WUDQVIHU WD[HV

,Q JHQHUDO D WUDQVIHU RI 6HFXULWLHV E\ JLIW RU E\ UHDVRQ RI GHDWK RI D 86 KROGHU V
WD[ UHVSHFWLYHO\ ZLOO QRW EH VXEMHFW WR VXFK JUHQFK WD[ E\ UHDVRQ RI WKH &RQ
$PHULFD DQG WKH *RYHUQPHQW RI WKH )UHQFK 5HSXEOLF IRU WKH $YRLGDQFH RI 'RXEOH
5HVSHFW WR 7D[HV RQ (VWDWHV ,QKHULWDQFHV DQG *LIWV GDWHG 1RYHPEHU XQOH
DW WKH WLPH RI PDNLQJ WKH JLIW RU DW WKH WLPH RI KLV RU KHU GHDWK RU WKH 6HFXUL
WKURXJK D SHUPDQHQW HVWDEOLVKPHQW RU D IL[HG EDVH LQ )UDQFH

3XUVXDQW WR $UWLFOH WHU =' Rl WKH )UHQFK *HQHUDO 7D[ &RGH SXUFKDVHV RI 6HFX!
WUDQVDFWLRQV WKH U)7))U SURYLGHG WKDW 6DQRILxV PDUNHW FDSLWDOL]DWLRQ H[FHH
WD[DWLRQ \HDU $ OLVW RI FRPSDQLHV ZKRVH PDUNHW FDSLWDOL]DWLRQ H[FHHGYV ELOOLF
XVHG WR EH SXEOLVKHG DQQXDOO\ E\ WKH J)UHQFK OLQLVWU\ RI (FRQRP\ ,W LV QRZ SXEOLV}

DW DQ\ WLPH 3XUVXDQW WR 5HIJXODWLRQVYV¥XH&LRQHU SXUFKHRI 6DQRILxV 6HFXULW
LQ VKRXOG EH VXEMHFW WR WKH )7)) DV WKH PDUNHW FDSLWDOL]DWLRQ RI 6DQRIL H]
DFFRUGDQFH ZLWK $UWLFOH ,, G RI WKH J)UHQFK *HQHUDO 7D[ &RGH SXUFKDVHV ZKLFK Dl

WR WUDQV IGHWRW\Y JHE Z HQ WIQJ ) WINUFHP HQ W
'HDOWK WD]

7KH )UHQFK ZHDPWMW VB[ VROLGDULWOW EHHID URSWXRHG ZLWK D )UHQERSUWDWODXH VOMD WRHJ &/ Hi
LPPRELOALWHK HIIHFW IURP -DQXDU\ JUHQFK UHDO HVWDWH ZHDOWK WD[ DSSOLHV RQO!'
6HFXULWLHV LI WKH KROGHU LV D 86 UHVLGHQW DV GHILQHG SXUVXDQW WR WKH SURYLVL
GLUHFWO\ RU LQGLUHFWO\ D VKDUHKROGLQJ H[FHHGLQJ RI WKH ILQDQFLDO ULJKWYV DQG

86 D[HV

2ZQHUVKLS RI WKH VHFXULWLHYV

'"HSRVLWYVY DQG ZLWKGUDZDOV E\ D 86 KROGHU RI RUGLQDU\ VKDUHV LQ H[FKDQJH IRU $'6V
SXUSRVHV )RU 86 WD[ SXUSRVHV KROGHUV RI $'6V ZLOO EH WUHDWHG DV RZQHUV RI WKH R
WKH GLVFXVVLRQ WKDW IROORZV UHJDUGLQJ WKH 86 IHGHUDO LQFRPH WD[ FRQVHTXHQFHV
HTXDOO\ DSSOLFDEOH WR $'6V

,QIRUPDWLRQ UHSRUWLQJ DQG EDFNXS ZLWKKROGLQJ WD]

'LVWULEXWLRQV PDGH WR KROGHUV DQG SURFHHGV SDLG IURP WKH VDOH H[FKDQJH UHC(
LQIRUPDWLRQ UHSRUWLQJ WR WKH ,QWHUQDO 5HYHQXH 6HUYLFH 6XFK SD\PHQWYV PD\ EH VX
D FRUSRUDWLRQ RU RWKHU H[HPSW UHFLSLHQW RU LL SURYLGHV D WD[SD\HU LGHQWLILFDYV
ZLWKKROGLQJ KDV RFFXUUHG +ROGHUV WKDW DUH QRW 86 SHUVRQV JHQHUDOO\ DUH QRV\
+RZHYHU VXFK D KROGHU PD\ EH UHTXLUHG WR SURYLGH D FHUWLILFDWLRQ RI LWV QRQ 8¢
8QLWHG 6WDWHV RU WKURXJK D 86 UHODWHG ILQDQFLDO LQWHUPHGLDU\ WR HVWDEOLVK \
DGGLWLRQDO WD[ $PRXQWV ZLWKKHOG DV EDFNXS ZLWKKROGLQJ PD\ EH FUHGLWHG DJDLQ
REWDLQ D UHIXQG RI DQ\ H[FHVV DPRXQWV ZLWKKHOG XQGHU WKH EDFNXS ZLWKKROGLQJ

,QWHUQDO 5HYHQXH 6HUYLFH DQG IXUQLVKLQJ DQ\ UHTXLUHG LQIRUPDWLRQ

JRUHLJQ DVVHW UHSRUWLQJ

,Q DGGLWLRQ D 86 KROGHU WKDW LV DQ LQGLYLGXDO DQG WR WKH H[WHQW SURYLGHG |
HOQDFWHG UHSRUWLQJ REOLJDWLRQV ZLWK UHVSHFW WR RUGLQDU\ VKDUHV DQG $'6V LI WKH
ILQDQFLDO DVVHWVU H[FHHGV .l UHTXLUHG WKLV GLVFORVXUH LV PDGH E\ ILOLQJ
6LJQLILFDQW SHQDOWLHY FDQ DSSO\ LI KROGHUV DUH UHTXLUHG WR PDNH WKLV GLVFORVXU
SRVVLEOH REOLJDWLRQ WR ILOH RQOLQH D )LQ&(1 )RUP O JRUHLJQ %DQN DQG )LQDQFLDOC
RU $'6V +ROGHUV DUH HQFRXUDJHG WR FRQVXOW WKHLU 86 WD[ DGYLVRUV ZLWK UHVSHFW V\
WKHLU DFTXLVLWLRQ RI RUGLQDU\ VKDUHV DQG $'6V

6WDWH DQG ORFDO WD[HYV

,Q DGGLWLRQ WR 86 IHGHUDO LQFRPH WD[ 86 KROGHUV RI 6HFXULWLHYVY PD\ EH VXEMHFW W}
+ROGHUV RI 6HFXULWLHY DUH DGYLVHG WR FRQVXOW WKHLU RZQ WD[ DGYLVHUV ZLWK UHJEL
WKHLU SDUWLFXODU VLWXDWLRQ

$'6V 2UGLQDU\ 6KDUHYV
JUHQFK WD[HV

7TD[DWLRQ RI GLYLGHQGYV

8QGHU )UHQFK ODZ GLYLGHQGYV SDLG E\ D )UHQFK FRUSRUDWLRQ VXFK DV 6DQRIL WR QR
ZLWKKROGLQJ WD[ DW D UDWH RI IRU GLVWULEXWLRQV PDGH WR LQGLYLGXDOV DQG
ZLWK D KHDG RIILFH LQ D OHPEHU 6WDWH RI WKH (XURSHDQ (FRQRPLF $UHD ZKLFK ZRXOG E}
SDUDJUDSK RI' WKH J)UHQFK *HQHUDO 7D[ &RGH LI LWV KHDG RIILFH ZHUH ORFDWHG LQ )
5HIXODWLRQV %2, 5330 5&0 1R 'LYLGHQGYV SDLG E\ D )UHQFK FRUSRUD
FRRSHUDWLYH 6WDWHV RU WHUULWRULHYV DV GHILQHG LQ $UWLFOH $ RI WKH )UHQFK
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ZLWKKROGLQJ WD[ DW D UDWH RI LUUHVSHFWLYH RI WKH WD[ UHVLGHQFH RI WKH EHQHI|
6WDWHYVY RU WHUULWRULHYV KRZHYHU HOLJLEOH 86 KROGHUV HQWLWOHG WR 7UHDW\ EHQH]I
7TUHDW\ ZKR DUH 86 UHVLGHQWYV DV GHILQHG SXUVXDQW WR WKH SURYLVLRQV RI WKH 7UHD
WHUULWRULHY ZLOO QRW EH VXEMHFW WR WKLV ZLWKKROGLQJ WD[ UDWH

8QGHU WKH 7UHDW\ WKH UDWH RI )UHQFK ZLWKKROGLQJ WD[ RQ GLYLGHQGV SDLG WR DQ HC
WKH SURYLVLRQV RI WKH 7UHDW\ DQG ZKRVH RZQHUVKLS RI WKH RUGLQDU\ VKDUHV RU !
HVWDEOLVKPHQW RU IL[HG EDVH WKDW VXFK 86 KROGHU KDV LQ )UDQFH LV UHGXFHG WR
GLUHFWO\ RU LQGLUHFWO\ DW OHDVW RI WKH VKDUH FDSLWDO RI WKH LVVXLQJ FRPSDQ
DXWKRULWLHYV RI WKH DPRXQW ZLWKKHOG LQ H[FHVV RI WKH 7UHDW\ UDWHV RI RU L
86 UHVLGHQWY DV GHILQHG SXUVXDQW WR WKH SURYLVLRQV RI WKH 7UHDW\ WKH UHTXLUH
RU ZLWKKROGLQJ WD[ UDWHV FRQWDLQHG LQ WKH U/LPLWDWLRQ RQ %HQHILWVU SURY
FKDQJHV ZHUH PDGH WR WKHVH UHTXLUHPHQWYVY E\ WKH SURWRFRO RI -DQXDU\ 86 KR
UHJDUGLQJ WKHLU HOLJLELOLW\ IRU 7JUHDW\ EHQHILWY LQ OLJKW RI WKHLU RZQ SDUWLFXOD

'LYLGHQGYVY SDLG WR DQ HOLJLEOH 86 KROGHU PD\ LPPHGLDWHO\ EH VXEMHFW WR WKH U}
HVWDEOLVKHV EHIRUH WKH GDWH RI SD\PHQW WKDW LW LV D 86 UHVLGHQW XQGHU WKH 7UF
IRUP )RUP 'LYLGHQGV SDLG WR D 86 KROGHU WKDW KDV QRW ILOHG WKH )RUP EHI
JUHQFK ZLWKKROGLQJ WD[ DW WKH UDWH RI DQG WKHQ UHGXFHG DW D ODWHU GDWH WR
SURYLGHV WKH )UHQFK WD[ DXWKRULWLHV ZLWK WKH WUHDW\ IRUPV )RUP DQG )RUP
IROORZLQJ WKH \HDU GXULQJ ZKLFK WKH GLYLGHQG LV SDLG 3HQVLRQ IXQGYVY DQG FHUWDLC
ILOLQJ UHTXLUHPHQWY DV RWKHU 86 KROGHUV H[FHSW WKDW WKH\ PD\ KDYH WR VXSSO\ DGC
EHQHILWYV

7KH GHSRVLWDU\ DJUHHV WR XVH UHDVRQDEOH HIIRUWYV WR IROORZ WKH SURFHGXUHV HV'
DXWKRULWLHY L WR HQDEOH HOLJLEOH 86 KROGHUV WR TXDOLI\ IRU WKH UHGXFHG ZLWKKR
GLYLGHQGYV DUH SDLG RU LL WR UHFRYHU DQ\ H[FHVV )UHQFK ZLWKKROGLQJ WD[HV LQLWL
GLVWULEXWLRQV WR ZKLFK VXFK 86 KROGHUV PD\ EH HOLJLEOH IURP WKH JUHQFK WD[ DXWK
SDUWLFXODU DVVRFLDWHG IRUPV LQFOXGLQJ )RUP DQG )RUP WRIJHWKHU ZLWK WKHI
WR DOO 86 KROGHUV UHJLVWHUHG ZLWK WKH GHSRVLWDU\ DQG DUH DOVR JHQHUDOO\ DYDL(

7KH ZLWKKROGLQJ WD[ UHIXQG LI DQ\ RUGLQDULO\ LV SDLG ZLWKLQ PRQWKYV RI ILOLQ
-DQXDU\ Rl WKH \HDU IROORZLQJ WKH FDOHQGDU \HDU LQ ZKLFK WKH UHODWHG GLYLGHQG

7D[ RQ VDOH RU RWKHU GLVSRVLWLRQ

,Q JHQHUDO XQGHU WKH 7UHDW\ D 86 KROGHU ZKR LV D 86 UHVLGHQW IRU SXUSRVHV RI W
JDLQ IURP WKH UHGHPSWLRQ RWKHU WKDQ UHGHPSWLRQ SURFHHGV FKDUDFWHUL]JHG DV Gl
RUGLQDU\N VKDUHV RU $'6V XQOHVV WKH RUGLQDU\ VKDUHVY RU WKH $'6V IRUP SDUW RI WKH [
EDVH WKDW WKH 86 KROGHU KDV LQ )UDQFH 6SHFLDO UXOHV DSSO\ WR KROGHUV ZKR DUH U

86 7D[HV

7D[DWLRQ RI GLYLGHQGV

JRU 86 IHGHUDO LQFRPH WD[ SXUSRVHV WKH JURVV DPRXQW RI DQ\ GLVWULEXWLRQ SDLG W
WD[ ZLWKKHOG WKHUHIURP ZLOO EH WUHDWHG DV RUGLQDU\ GLYLGHQG LQFRPH WR WKH H
HDUQLQJYV DQG SURILWYV RI 6DQRIL DV GHWHUPLQHG XQGHU 86 IHGHUDO LQFRPH WD[ SULQF
GLYLGHQGY UHFHLYHG GHGXFWLRQ JHQHUDOO\ DOORZHG WR FRUSRUDWH 86 KROGHUV

6XEMHFW WR FHUWDLQ H[FHSWLRQV IRU VKRUW WHUP DQG KHGJHG SRVLWLRQV WKH 86 GRC(
ZLWK UHVSHFW WR WKH $'6V RU RXU RUGLQDU\ VKDUHV LV FXUUHQWO\ VXEMHFW WR WD[DW
GLYLGHQGVU 'LYLGHQGV SDLG RQ WKH RUGLQDU\ VKDUHV RU $'6V ZLOO EH WUHDWHG DV TX
D FRPSUHKHQVLYH LQFRPH WD[ WUHDW\ ZLWK WKH 8QLWHG 6WDWHV WKDW WKH ,QWHUQDO 5
GLYLGHQG UXOHV DQG LL WKH LVVXHU ZDV QRW LQ WKH \HDU SULRU WR WKH \HDU LQ ZKL
GLYLGHQG LV SDLG D SDVVLYH IRUHLJQ LQYHVWPHQW FRPSDQ\ U3),&0 7KH 7UHDW\ KDV EI
UXOHV %DVHG RQ RXU ILQDQFLDO VWDWHPHQWY DQG UHOHYDQW PDUNHW DQG VKDUHKRO!

LQFRPH WD[ SXUSRVHV ZLWK UHVSHFW WR LWV WD[DEOH \HDU ,Q DGGLWLRQ EDVHG RQ
LWV DVVHWYVY WKH VRXUFHVY DQG QDWXUH RI LWV LQFRPH DQG UHOHYDQW PDUNHW DQG VKL
3),& IRU LWV WEPEGOHUWHRYU RUGLQDU\ VKDUHY DQG $'6V VKRXOG FRQVXOW WKHLU RZQ W

UHGXFHG GLYLGHQG WD[ UDWH LQ OLJKW RI WKHLU RZQ SDUWLFXODU FLUFXPVWDQFHV

.,/ \RX DUH D 86 KROGHU GLYLGHQG LQFRPH UHFHLYHG E\ \RX ZLWK UHVSHFW WR $'6V RU RU(
LQFRPH IRU IRUHLJQ WD[ FUHGLW SXUSRVHV 7KH OLPLWDWLRQ RQ IRUHLJQ WD[HV HOLJLE
FODVVHV RI LQFRPH 'LVWULEXWLRQV RXW RI HDUQLQJY DQG SURILWV ZLWK UHVSHFW WR
USDVVLYH FDWHJRU\U LQFRPH RU LQ WKH FDVH RI FHUWDLQ 86 KROGHUV UJHQHUDO FDWH
WD[ ZLWKKHOG LQ FRQQHFWLRQ ZLWK DQ\ GLVWULEXWLRQ ZLWK UHVSHFW WR WKH $'6V R
86 IHGHUDO LQFRPH WD[ OLDELOLW\ RI D 86 KROGHU LI VXFK 86 KROGHU HOHFWV IRU WKDW
JUHQFK ZLWKKROGLQJ WD[ PD\ EH WDNHQ DV D GHGXFWLRQ DJDLQVW WD[DEOH LQFRPH )RU
LPSRVHG LQ UHVSHFW RI FHUWDLQ VKRUW WHUP RU KHGJHG SRVLWLRQV LQ 6HFXULWLHV D(
ZKLFK D 86 KROGHUxV H[SHFWHG HFRQRPL&6SIBRESIHWDIOV LIQRRPEVWDRWXO0 BV JRRIFSQWPIWWKEG C
RI IRUHLJQ WD[ FUHGLWY DUH FRPSOH[ 86 KROGHUV VKRXOG FRQVXOW WKHLU RZzQ WD[ DG"®
WKHLU SDUWLFXODU FLUFXPVWDQFHV

7R WKH H[WHQW WKDW DQ DPRXQW UHFHLYHG E\ D 86 KROGHU H[FHHGVY WKH DOORFDEOH Vk
VXFK H[FHVV ZLOO EH DSSOLHG ILUVW WR UHGXFH VXFK 86 KROGHUxV WD[ EDVLV LQ LWV RU
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86 KROGHUxV WD[ EDVLV LW ZLOO FRQVWLWXWH FDSLWDO JDLQ IURP D GHHPHG VDOH RU H]
RU 2WKHU 'LVSRVLWLRQU EHORZ

7KH DPRXQW RI DQ\ GLVWULEXWLRQ SDLG LQ HXURV ZLOO EH HTXDO WR WKH 86 GROODU YD
WKH H[FKDQJH UDWH LQ HIIHFW RQ WKH GDWH WKH GLYLGHQG LV UHFHLYHG E\ D 86 KROGH
$'6V UHJIJDUGOHVV RI ZKHWKHU WKH SD\PHQW LV LQ IDFW& RKROHHUNGVY KRW B G8 & RITROXMMU W
DGYLVHUV UHJDUGLQJ WKH WUHDWPHQW RI IRUHLJQ FXUUHQF\ JDLQ RU ORVV LI DQ\ RQ D
86 GROODUV RQ D GDWH VXEVHTXHQW WR UHFHLSW

'LVWULEXWLRQV WR KROGHUV RI DGGLWLRQDO RUGLQDU\ VKDUHV RU $'6V ZLWK UHVSHFW
SUR UDWD GLVWULEXWLRQ WR DOO RUGLQDU\ VKDUHKROGHUYV JHQHUDOO\ ZLOO QRW EH VX
RSWLRQ WR UHFHLYH D GLVWULEXWLRQ LQ VKDUHV RU $'6V RU WR UHFHLYH FDVK LQ OLHX
ZLOO EH WD[DEOH DV LI WKH KROGHU KDG UHFHLYHG DQ DPRXQW HTXDO WR WKH IDLU PDUN
WD[ EDVLV LQ WKH GLVWULEXWHG VKDUHV RU $'6V ZLOO EH HTXDO WR VXFK DPRXQW

7D[ RQ VDOH RU RWKHU GLVSRVLWLRQ

,Q JHQHUDO IRU 86 IHGHUDO LQFRPH WD[ SXUSRVHV D 86 KROGHU WKDW VHOOV H[FKDQJHYV
UHFRJQL]H FDSLWDO JDLQ RU ORVV LQ DQ DPRXQW HTXDO WR WKH 86 GROODU YDOXH RI W
VKDUHV RU $'6V DQG WKH 86 KROGHUxV DGMXVWHG WD[ EDVLVY GHWHUPLQHG LQ 86 GROODL
VKDUHV RU $'6V 6XFK JDLQ RU ORVV JHQHUDOO\ ZLOO EH 86 VRXUFH JDLQ RU ORVV DQG .
86 KROGHUxV KROGLQJ SHULRG LQ WKH RUGLQDU\ VKDUHV RU $'6V H[FHHGV RQH \HDU DW WK
FDSLWDO JDLQ JHQHUDOO\ ZLOO EH VXEMHFW WR 86 IHGHUDO LQFRPH WD[ DW SUHIHUHQWI
KROGLQJ SHULRGY DUH PHW 7KH GHGXFWLELOLW\ RI FDSLWDO ORVVHV LV VXEMHFW WR VLJ¢

OHGLFDUH WD][

&HUWDLQ 86 KROGHUV ZKR DUH LQGLYLGXDOV HVWDWHY RU WUXVWV DUH UHTXLUHG WR S
RWKHUZLVH EH VXEMHFW WR RQ WKHLU UQHW LQYHVWPHQW LQFRPHU ZKLFK ZRXOG LQFOX
RUGLQDU\ VKDUHV DQG $'6V

) 'LYLGHQGYV DQG 3D\LQJ $JHQWYV
183

* 6BWDWHPHQW E\ ([SHUWYV
13

+ 'RFXPHQWV RQ 'LVSOD\

‘H DUH VXEMHFW WR WKH LQIRUPDWLRQ UHTXLUHPHQWY RI WKH 86 6HFXULWLHV ([FKDQJH
DFFRUGDQFH WKHUHZLWK ZH DUH UHTXLUHG WR ILOH UHSRUWY LQFOXGLQJ WKLV DQQX
86 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ RU &RPPLVVLRQ E\ HOHFWURQLF PHDQV

<RX PD\ UHYLHZ D FRS\ Rl RXU ILOLQJV ZLWK WKH &RPPLVVLRQ DV ZHOO DV RWKHU LQIRUPD
VFKHGXOHV ILOHG ZLWK LW DW WKH &RPPLVVLRQxV SXEOLF UHIHUHQFH URRP DW ) 6WUH
WKH 6(& DW 6(& IRU IXUWKHU LQIRUPDWLRQ ,Q DGGLWLRQ WKH &RPPLVVLRQ PDLC
FRQWDLQV UHSRUWY DQG RWKHU LQIRUPDWLRQ UHJDUGLQJ LVVXHUV WKDW ILOH HOHFWURQ
E\ UHIHUHQFH LQ WKLV DQQXDO UHSRUW

, 6XEVLGLDU\ ,QIRUPDWLRQ
1s
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, WHP AXDQWLWDWLYH DQG 4XDOLWDW |
ODUNHW 5LVN

*HQHUDO SROLF\

/LTXLGLW\ ULVN IRUHLJQ H[FKDQJH ULVN DQG LQWHUHVW UDWH ULVN DV ZHOO DV UHODW|
WUHDVXU\ WHDP ZLWKLQ WKH *URXS )LQDQFH 'HSDUWPHQW :KHUH LW LV QRW SRVVLEOH
UHJXODWRU\ UHVWULFWLRQV VXFK DV IRUHLJQ H[FKDQJH FRQWUROV RU ORFDO WD[ UHV\
ZKHQHYHU QHFHVVDU\ E\ WKH SDUHQW FRPSDQ\ DUH FRQWUDFWHG E\ RXU VXEVLGLDULHV
WUHDVXU\ WHDP

2XU ILQDQFLQJ DQG LQYHVWPHQW VWUDWHJILHY DQG RXU LQWHUHVW UDWH DQG FXUUHQF
JLQDQFH 'HSDUWPHQW

2XU SROLF\ SURKLELWYV WKH XVH Rl GHULYDWLYHV IRU VSHFXODWLYH SXUSRVHV
&ERXQWHUSDUW\ ULVN

2XU ILQDQFLQJ DQG LQYHVWLQJ WUDQVDFWLRQV DQG RXU FXUUHQF\ DQG LQWHUHVW UDWH#
OLPLWV IRU LQYHVWPHQW DQG GHULYDWLYH WUDQVDFWLRQV ZLWK LQGLYLGXDO ILQDQF]
&RPSOLDQFH ZLWK WKHVH OLPLWV ZKLFK DUH EDVHG RQ WKH QRWLRQDO DPRXQWV RI WKH |
PRQLWRUHG RQ D GDLO\ EDVLV

7KH WDEOH EHORZ VKRZV RXUHFRWBKWUH[SEVXWDWDYJRDQG LQ WHUPV RI RXU SHUFHQWDJH H
FRXQWHUSDUW\

&DVK DQG FDVK 1RWLRQDO 1RWLRQDO *HQHUDO
HTXLYDOHQWD/PRXQWYV RI)DLU YDOXHRRXQWY RI)DLU YDOXH RRUSRUDWH
H[FOXGLQJPXWXDKXUUHQJ\ FXUUHQRQWHUHVW UDQWHUHVW UBWWBSRVH

PLOOLRQ IXQGW KHGJH KHGJHYV KHGJHV KHGJHMUHGLW IDFLOLWLH\

$3$ le]

$3$

$

$ F

$

% % % (o] ¢} o o o

8QDOORFDWHG o] o o] o] le]
UDWLQJ RI GRPLQDQW FRXQWH$SDUW\ $$ $$ $

D &DVK HTXLYDOHQWY LQFOXGH PXWXDO IXQG LQYHVWPHQWYV RI PLOOLRQ

E 7KH QRWLRQDO DPRXQWYV DUH WUDQVODWHG LQWR HXMWRNWPEWUNKH UHOHYDQW FORVLQJ H[FKDQJH UDW

F ,QFOXGHV LQWHUHVW UDWH VZDSV KHGJLQJ IL[HG UDWH ERQGV RI PLOOLRQ KHOG LQ D 3URIHVVLR!
/RQJ WHUP ORDQV DGYDQFHV DQG RWKHU QRQ FXUUHQW UHFHLYDEOHV VHH 1RWH ' WR RXU FRQVR

$V RHFHPEHU ZH KHOG LQYHVWPHQWY LQ HXUR DQG 86 GROODU GHQRPLQDWHG PRQH\ PD

ORZ YRODWLOLW\ ORZ VHQVLWLYLW\ WR LQWHUHVW UDWH ULVN DQG D YHU\ ORZ SUREDEL
DQG RI 6DQRIL LWVHOI KDYH D ORQJ WHUP UDWLQJ RI DW OHDVW $ O5HDOL]DWLRQ RI |
FLUFXPVWDQFHV

JRUHLJQ H[FKDQJH ULVN
$ 2SHUDWLQJ IRUHLJQ H[FKDQJH ULVN

$ VXEVWDQWLDO SRUWLRQ RI RXU QHW VDOHV LV JHQHUDWHG LQ FRXQWULHV ZKHUH WKH
FXUUHQF\ ,QRU H[DPSOHRI RXU QHW VDOHV ZHUH JHQHUDWHGQ QXWRBHB QD @G GV KW BWWW RI W}
'RUOG UHJLRQ VHH WKH GHILQLWLRQ LQ U,WHP 2SHUDWLQJ DQG )LQDQFLDO 5HYLHZ DQG
DUH RU PD\ LQ WKH IXWXUH EHFRPH VXEMHFW WRVH]AKBQDW ARQMU &KIVQ DRIDRICLFAW KR X JK
DOVR LQFXU H[SHQVHV LQ WKRVH FRXQWULHV WKH LPSDFW RI WKRVH H[SHQVHV LV QRW HC
QHW VDOHV &RQVHTXHQWO\ RXU RSHUDWLQJ LQFRPH PD\ EH PDWHULDOO\ DIIHFWHG E\ 10)
FXUUHQFLHV 6DQRIL RSHUDWHV D IRUHLJQ H[FKDQJH ULVN KHGJLQJ SROLF\ WR UHGXFH
PRYHPHQWY 7KDW SROLF\ LQYROYHYV UHJXODU DVVHVVPHQWYV RI 6DQRILxVY ZRUOGZLGH IF
WUDQVDFWLRQV FDUULHG RXW E\ WKH SDUHQW FRPSDQ\ DQG LWV VXEVLGLDULHV 7KRVH WU
FR PDUNHWLQJ DQG FR SURPRWLRQ H[SHQVHV DQG UR\DOWLHV 7R UHGXFH WKH H[SRVXUF
6DQRIL FRQWUDFWYV KHGJHV XVLQJ OLTXLG GHULYDWLYH LQVWUXPHQWY PDLQO\ IRUZDUG
VZDSV

7KH GLVFORVXUHV LQ WKLV VHFWLRQ VXSSOHPHQW WKRVH SURYLGHG LQ 1RWH % WR WKH FRQVROL(
,)56 DQG DUH FRYHUHG E\ WKH LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUPV RSLQLRQ RQ
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7KH WDEOH EHORZ VKRZV RSHUDWLQJ FXUUHQFHEKHBHEHQ@J L QX MNKK MKHWYRMWL BQDBHDBRXQ W V
HXURV DW WKH UHOHYDQW FORVLQJ H[FKDQJH UDWH VHH 1RWH ' WR WKH FRQVROLGDW!
WKRVH LQVWUXPHQRMEHD YV RI

2SHUDWLQJ IRUHLJQ H[FKDQJHHEHREMDWLYHYV DV RI

PLOOLRQ IRWLRQDO DPRXPNW.U YDOXH
JRUZDUG FXUUHQF\ VDOHV

Rl ZKLFK 86 GROODU

Rl ZKLFK &KLQHVH \XDQ UHQPLQEL
Rl ZKLFK 6LQJDSRUH GROODU

Rl ZKLFK -DSDQHVH \HQ

Rl ZKLFK OH[LFDQ SHVR

YRUZDUG FXUUHQF\ SXUFKDVHV

Rl ZKLFK 86 GROODU

Rl ZKLFK 6LQJDSRUH GROODU

Rl ZKLFK &KLQHVH \XDQ UHQPLQEL o
Rl ZKLFK 5XVVLDQ URXEOH o)
Rl ZKLFK -DSDQHVH \HQ

7TRWDO

7KH DERYH SRVLWLRQV PDLQO\ KHGJH IXWXUH PDWHULDO IRUHLJQ FXUUHQF\ FDVK IORZV D
WUDQVDFWLRQV FDUULHG RXWFEB8RBHQJ WEBERGHIDHFRDWHBG LQ WKH EDODQFH VKHHW DW WKD
KHGJLQJ LQVWUXPHQWY IRUZDUG FRQWUDFWY DUH FDOFXODWHG DQG UHFRJQL]JHG LQ SDU
LWHPV 'XH WR WKLV KHGJLQJ UHODWLRQVKLS WKH FRPPHUFLDO IRUHLJQ H[FKDQJH SURILYV
WUDQVDFWLRQV ZLOO EH LPPDWHULDO LQ

% )J)LQDQFLDO IRUHLJQ H[FKDQJH ULVN

7KH FDVK SRROLQJ DUUDQJHPHQWYV IRU IRUHLJQ VXEVLGLDULHVY RXWVLGH WKH HXUR ]JRQH
6DQRIL HOQWLWLHYVY WR ILQDQFLDO IRUHLJQ H[FKDQJH ULVN L H WKH ULVN RI FKDQJHV LQ W
RWKHU WKDQ WKH IXQFWLRQDO FXUUHQF\ RI WKH ERUURZHU RU OHQGHU 7KDW IRUHLJQ |

IRUHLJQ H[FKDQJH VZDSV IRUZDUG FRQWUDFWYV RU FXUUHQF\ VZDSV WKDW DOWHU WKH FX
WDNHQ LQWR DFFRXQW

7KH WDEOH EHORZ VKRZV ILQDQFLDO FXUUHQFHKHBEHYJ L QX MK MHQWYRMI)L BQDBOHDPRXRQW V
HXURV DW WKH UHOHYDQW FORVLQJ H[FKDQJH UDWH VHH DOVR 1RWH ' WR WKH FRQVROL
RI WKHVH LQVW UKPHREWMUDV RI

JLQDQFLDO IRUHLJQ H[FKDQJHHEHREMDWLYHV DV RI

PLOOLRQ IRWLRQDO DPRXQWDLU YDOXH ([SLU\
JRUZDUG FXUUHQF\ VDOHV
Rl1 ZKLFK 86 GROODU D
RI ZKLFK +XQJDULDQ IRULQW E
RI ZKLFK %UD]JLOLDQ UHDO F

JRUZDUG FXUUHQF\ SXUFKDVHV

I®

Rl ZKLFK 86 GROODU
Rl ZKLFK 6LQJDSRUH GROODU I
RI ZKLFK +XQJDULDQ IRULQW

7RWDO

D,QFOXGHV IRUZDUG VDOHV ZLWK D RIRWHRDDO @PRAPW. RQDWHG DV D KHGJH RI 6DQRILZYV QHW LQYHVW

'"HFHPEHU WKH IDLU YDOXH RI WKHVH IRUZDUG FRQW UPDLFOMOWRHGHS B B 8 R QMWMWIG HD@WDVVADW RHFRJIQL]
FRPSUHKHQVLYH LQFRPH ZLWK WKH LPSDFW RQ ILQDQFLDO LQFRPH DQG H[SHQVH EHLQJ LPPDWHULDO
E ,QFOXGHV IRUZDUG VDOHV ZLWK D QRWLRQDO DPRXQW RI +8) ELOOLRQ H[SLULQJ LQ GHVLJQD
"HFHPEHU WKH IDLU YDOXH RI WKHVH IRUZDUG FRQWUDFWV UHSUHVHQWHG DQ DVVHW RI
FRPSUHKHQVLYH LQFRPH ZLWK WKH LPSDFW RQ ILQDQFLDO LQFRPH DQG H[SHQVH EHLQJ LPPDWHULDO
F ,QFOXGHV IRUZDUG VDOHV ZLWK D QRWLRQDO DPRXQW RI %5/ PLOOLRQ H[SLULQJ LQ GHVLJ
)DUPDFHXWLFD $V RI '"HFHPEHU WKH IDLU YDOXH RI WKHVH IRUZDUG FRQWUDFWYV UHSUHVHQWHC

2WKHU FRPSUHKHQVLYH LQFRPH ZLWK WKH LPSDFW RQ ILQDQFLDO LQFRPH DQG H[SHQVH EHLQJ LPPD!
G ,QFOXGHV IRUZDUG SXUFKDVHV ZLWAK OOQBQYURQD OGHAVRXQWWRHG DV D IDLU YDOXH KHGIHOBRIRMKH H[SF
ERQG LVVXHV WR IOXFWXDWLRQV LQ WKHPEHBU86' VRMW IDRWH DEVXRIRI WKH FRQW B DFF®/WKAD R IER DIVW H W

HQWU\ IRU PLOOLRQ RI ZKLFK ZzDV FUHGLWHG WR 2WKHU FRPSUHKHQVLYH LQFRPH XQGHU XQGHU F|
H ,QFOXGHV FXUUHQF\ VZDSV ZLWK DPQ 8 ®WIHFQ®IDRYHDPIRX@BW RI H[SLULQJ LQ GHVLJQDWHG DV D FDVK
PLO®URERQG LVVXHNH BEHRI WKH IDLU YDOXH RI WKH VZDBMODRDR®Q DVVHW RI

I ,QFOXGHV IRUZDUG SXUFKDVHV ZLWK DPQEWI[ERMDQ DP@XWQYW @RIVBKH'G DV D IDLU YDOXH KHGJH RI WKH HIS
DPRXQW RI LQWUDJURXS FXUUHQW DFFRXQWYV WR |0 XFAVPEW URQV W RHWMPH U 8BDEX ¥ FRWKBWRQSWURFWYV
PLOOWK® RSSRVLWH HQWU\ IRU PLOOLRQ RI ZKLFK ZzDV GHELWHG WR 2WKHU FRPSUHKHQVLYH LQ

6$12), )250 )



3%$57 ,
,7(0 AXDQWLWDWLYH DQG TXDOLWDWLYH GLVFORVXUH)

7KHVH KHGJLQJ LQVWUXPHQWY JHQHUDWH D QHW ILQDQFLDO JDLQ RU ORVV DULVLQJ IURP W
WKH HXUR JLYHQ WKDW WKH IRUHLJQ H[FKDQJH JDLQ RU ORVV RQ WKH IRUHLJQ FXUUHQF\ I
YDOXH RI WKH KHGJLQJ LQVWUXPHQWY 7KH LOQWHUHVW UDWH GLIIHUHQWLDO LV UHFRJQL]F
ILQDQFLDO VWDWHPHQWY :H PD\ DOVR KHGJH VRPH IXWXUH IRUHLJQ FXUUHQF\ LQYHVWPHQ

& 2WKHU IRUHLJQ H[FKDQJH ULVNYV

$ VLIQLILFDQW SURSRUWLRQ RI RXU QHW DVVHWYVY LV GHQRPLQDWHG LQ 86 GROODUV VHH
UHVXOW DQ\ IOXFWXDWLRQ LQ WKH H[FKDQJH UDWH RI WKH 86 GROODU DJDLQVW WKH HXUF
LQ HXURYV

,Q DGGLWLRQ ZH XVH WKH HXUR DV RXU UHSRUWLQJ FXUUHQF\ &RQVHTXHQWO\ LI RQH RU
HXUR DV D FXUUHQF\ WKH UHVXOWLQJ HFRQRPLF XSKHDYDOV O LQ SDUWLFXODU IOXFWXD\
WKH WHUPV XQGHU ZKLFK ZH FDQ REWDLQ ILQDQFLQJ DQG RQ RXU ILQDQFLDO UHVXOWYV
IRUHVHHDEOH

/I[LTXLGLW\ ULVN

‘H RSHUDWH D FHQWUDOL]HG WUHDVXU\ SODWIRUP ZKHUHE\ DOO VXUSOXV FDVK DQG ILQDQ
E\ WKH SDUHQW FRPSDQ\ ZKHUH SHUPLWWHG E\ ORFDO OHJLVODWLRQ 7KH FHQWUDO W
ILQDQFLQJ DQG HQVXUHV WKDW 6DQRIL LV DEOH WR PHHW LWV ILQDQFLDO FRPPLWPHQWYV E
WKH VL]H Rl RXU RSHUDWLRQV DQG WKH PDWXULW\ Rl RXU GHEW VHH 1RWHV ' F DQG

‘H GLYHUVLI\ RXU VKRUW WHUP LQYHVWPHQWY ZLWK OHDGLQJ FRXQWHUSDUWLHYV XVLQJ PRC
OHVV WKDQ WKUHH PRQWKYV

$V RHFHPEHU FDVK DQG FDVK HTXLYDOHQWVWN LIDFODR@WWHIGRWWR WHUP LQYHVWPHQWY SUHGRF

a FROOHFWLYH LQYHVWPHQWY LQ HXUR DQG 86 GROODU GHQRPLQDWHG PRQH\ PDUNHW PXW
DQG WKH DPRXQW LQYHVWHG LQ HDFK IXQG PD\ QRW H[FHHG RI WKH DJJUHJDWH DPRXQ!

4 DPRXQWV LQYHVWHG GLUHFWO\ ZLWK EDQNV DQG QRQ ILQDQFLDO LQVWLWXWLRQV LQ WKH
(XURSHDQ &RPPHUFLDO 3DSHU ZLWK D PDWXULW\ RI QR PRUH WKDQ WKUHH PRQWKYV

,Q DGGLWLRQ WR RSWLPL]JH WKH OLTXLGLW\ UHWXUQ SURILOH RI RXU VKRUW WHUP LQYH

RIHFHPEHU H[SLULQJ LQ 'HFHPEHU DQG SUHVHQWHG ZLWKLQ 2WKHU FXUUHQW ILQDQF
$V Rl '"HFHPEHU ZH DOVR KDG ELOOLRQ RI XQGUDZQ JHQHUDO FRUSRUDWH SXUSRVH
"HFHPEHU DQG KDOI LQ 'HFHPEHU 7KRVH FUHGLW IDFLOLWLHY DUH QRW VXEMHFW WR

2XU SROLF\ LV WR GLYHUVLI\ RXU VRXUFHV RI IXQGLQJ WKURXJK SXEOLF RU SULYDWH L\
UHJLVWUDWLRQ VWDWHPHQW DQG (XURSH (XUR OHGLXP 7HUP 1RWH SURJUDP ,Q DGGLWL
FRPPHUFLDO SDSHU SURJUDPV LQ WKH 8QLWHG 6WDWHV DQG WR 1HIJRWLDEOH (XURSHDQ
PDWXULW\ RI RXU WRWDO GHHWHPEWU \HRWP\E DVHRSI ZLWK  "HHBDRBEHDV RI'XULQJ ZH

GLG QRW GUDZ GRZQ RQ RXU 1HJRWLDEOH (XURSHDQ &RPPHUFLDO 3DSHU SURJUDPV LQ )UL
SDSHU SURJUDP &XWIHYJ ELOOLRQ ZLWK D PD[LPXP RI ELOOLRQ WKH DYHUDJH PDWXU
$V RHFHPEHU QHLWKHU RI WKRVH SURJUDPV ZDV EHLQJ XWLOL]JHG

,Q WKH HYHQW RI D OLTXLGLW\ FULVLV ZH FRXOG EH H[SRVHG WR GLIILFEXOWLHY LQ FDOC(
LQFOXGLQJ WKH DERYH PHQWLRQHG SURJUDPV DQG RU D GHWHULRUDWLRQ LQ WKHLU WHU|
GHEW RU WR LVVXH QHZ GHEW RQ UHDVRQDEOH WHUPYV

, QWHUHVW UDWH ULVN

6DQRIL LVVXMWZRXEWHORQELHY WKH HXUR DQG WKH 86 GROODU DQG DOVR LQYHVWYV LWV FDVK
DOVR RSHUDWHY FDVK SRROLQJ DUUDQJHPHQWY WR PDQDJH WKH VXUSOXV FDVK DQG VKRUW
WKH HXUR JRQH

7R RSWLPL]JH WKH FRVW RI GHEW RU UHGXFH WKH YRODWLOLW\ RI GHEW DQG PDQDJH LWV
GHULYDWLYH LQVWUXPHQWY LOQWHUHVW UDWH VZDSV FXUUHQF\ VZDSV I|IRUHLJQ H[FKDQJ}
UDWH VSOLW DQG WKH FXUUHQF\ VSOLW RI LWV QHW GHEW

7KH SURMHFWHG I1XO0O \HDU VHQVLWLYLW\ WR LQWHUHVW UDWH IOXFWADDNVYRROORZRXU GHEYV

,PSDFW RQ SUH WD]
QFRPH H[SHQVH
,PSDFW RQ SUHFWDQL]HG GLUHFWO\
QHW LQFRPH LQ HTXLW\
&KDQJH LQ VKRUW WHUP LQWHUHVW UDWHYV PLOOLRQ PLOOLRQ

ES [

ES ¢

ES ¢

ES [
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6WRFN PDUNHW ULVN

,W LV RXU SROLF\ QRW WR WUDGH RQ WKH VWRFN PDUNHW IRU VSHFXODWLYH SXUSRVHV

'XULQJ 6DQRIL FRQWUDFWHG GHULYDWLY KN KDWAWMW RPHQWRP FRPOWKM FR@ODUV ZHUH GH\
KHGJHV RI WKH 'H[FRP WVWKMBHABEHU$V RWKH\ KDG D QHJDWLYH IDLU YDOXH RI 2WIKHOLRQ L
FRPSUHKHQVLYH LQFRPH
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, WHP 'HVFULSWLRQ RI 6HFXULWLHVY RW
6HFXULWLHYV

$ 'HEW VHFXULWLHV

1RW DSSOLFDEOH

% :DUUDQWY DQG ULJKWYV

1RW DSSOLFDEOH

& 2WKHU VHFXULWLHYV

1RW DSSOLFDEOH

' $PHULFDQ GHSRVLWDU\ VKDUHYV
*HQHUDO

-30RUJDQ &KDVH %DQN 1 $ U-30RUJDQU DV GHSRVLWDU\ LVVXHV 6DQRIL $'6V LQ FHUWLI
IRUP (DFK $'5 LV D FHUWLILFDWH HYLGHQFLQJ D VSHFLILF QXPEHU RI 6DQRIL $'6V (DFK 6DQ
VKDUH RU WKH ULJKW WR UHFHLYH RQH KDOI Rl RQH 6DQRIL RUGLQDU\ VKDUH GHSRVLWHG
(DFK 6DQRIL $'6 DOVR UHSUHVHQWY DQ LQWHUHVW LQ DQ\ RWKHU VHFXULWLHY FDVK RU RV
GHSRVLW DJUHHPHQW 7KH GHSRVLWDU\xV RIILFHYIOREEFDMWHEGRDW 1HIDSRWVRQ $YHQXH

$ KROGHU PD\ KROG 6DQRIL $'6V HLWKHU GLUHFWO\ RU LQGLUHFWO\ WKURXJK KLV RU KHU E
DVVXPHV KROGHUV KROG WKHLU 6DQRIL $'6V GLUHFWO\ LQ FHUWLILFDWHG IRUP HYLGHQFFE
PXVW UHO\ RQ WKH SURFHGXUHV RI WKHLU EURNHU RU RWKHU ILQDQFLDO LQVWLWXWLRQ
+ROGHUV VKRXOG FRQVXOW ZLWK WKHLU EURNHU RU ILQDQFLDO LQVWLWXWLRQ WR ILQG RX

+ROGHUV RI 6DQRIL $'6V GR QRW KDYH WKH VDPH ULJKWYV DV KROGHUV RI 6DQRIL VKDUHYV
KROGHUV RI 6DQRIL $'6V DUH VHW IRUWK LQ WKH GHSRVLW DJUHHPHQW EHWZHHQ 6DQRIL D¢
GHSRVLW DJUHHPHQW DQG WKH $'5V

7KH IROORZLQJ LV D VXPPDU\ RI FHUWDLQ WHUPV RI WKH GHSRVLW DJUHHPHQW DV DPHQG
DJUHHPHQW ZDV ILOHG ZLWK WKH 6(& DV DQ H[KLELW WR RXU 3RVW (IIHFWLYH $PHQGPHQW |
RI $PHQGPHQW 1R WR RXU IRUP RI VHFRQG DPHQGHG DQG UHVWDWHG GHSRVLW DJUHHI
$PHQGPHQW 1R WR )RUP ) ILOHG ZLWK WKH 6(& RQ $XJXVW 7R WKH H[WHQW DQ\ SR
SUHMXGLFH DQ\ VXEVWDQWLDO H[LVWLQJ ULJKW RI KROGHUV RI $'6V XQGHU WKH ILUVW DPH
EHFRPH HIIHFWLYH DV WR VXFK KROGHUV XQWLO GD\V DIWHU KROGHUV KDYH UHFHLYHG
VKRXOG UHDG WKH HQWLUH VHFRQG DPHQGHG DQG UHVWDWHG GHSRVLW DJUHHPHQW $PHQ
D FRS\ RI WKH FXUUHQW GHSRVLW DJUHHPHQW DQG $PHQGPHQW 1R DW WKH GHSRVLWDU\x

6KDUH GLYLGHQGY DQG RWKHU GLVWULEXWLRQV

SHFHLSW RI GLYLGHQGY DQG RWKHU GLVWULEXWLRQV

7KH GHSRVLWDU\ KDV DJUHHG WR SD\ WR KROGHUV RI 6DQRIL $'6V WKH FDVK GLYLGHQGV R
WKH GHSRVLWHG 6DQRIL RUGLQDU\ VKDUHVY DQG RWKHU GHSRVLWHG VHFXULWLHYV DIWHU G
+ROGHUV RI 6DQRIL $'6V ZLOO UHFHLYH WKHVH GLVWULEXWLRQV LQ SURSRUWLRQ WR WKH Q

&DVKKH GHSRVLWDU\ ZLOO FRQYHUW DQ\ FDVK GLYLGHQG RU RWKHU FDVK GLVWULEXWLRQ
GR VR RQ D UHDVRQDEOH EDVLY DQG FDQ WUDQVIHU WKH 86 GROODUV WR WKH 8QLWHG 6WD
WUDQVIHU LV QRW SRVVLEOH RU LI DQ\ DSSURYDO IURP WKH J)UHQFK JRYHUQPHQW LV QHHG
WKH GHSRVLWDU\ PD\ GLVWULEXWH WKH IRUHLJQ FXUUHQF\ UHFHLYHG E\ LW WR WKH |
GLVWULEXWLRQ XQLQYHVWHG DQG ZLWKRXW OLDELOLW\ IRU DQ\ LQWHUHVW |IRU WKH DFFR.

,Q DGGLWLRQ LI DQ\ FRQYHUVLRQ Rl IRUHLJQ FXUUHQF\ LQ ZKROH RU LQ SDUW FDQQRW
DJUHHPHQW DOORZV WKH GHSRVLWDU\ WR GLVWULEXWH WKH GLYLGHQGY RQO\ WR WKRVH
IRUHLJQ FXUUHQF\ LW FDQQRW FRQYHUW LQWR 86 GROODUV IRU WKH DFFRXQW RI WKH $'5 K
KROGV DQG LW ZLOO QRW EH OLDEOH IRU DQ\ LQWHUHVW

%HIRUH PDNLQJ D GLVWULEXWLRQ DQ\ ZLWKKROGLQJ WD[HV WKDW PXVW EH SDLG XQGHU )U
ZKROH 86 GROODUV DQG FHQWYV DQG ZLOO URXQG IUDFWERQROHFHRWN BRIFWWRWIRE\QBHUL
ZKHQ WKH GHSRVLWDU\ FDQORW FRQYHUW HXURV LOWR 86 GROODUV PD\ UHVXOW LQ KROGH

6KDUHKXH GHSRVLWDU\ PD\ DQG DW RXU UHTXHVW ZLOO GLVWULEXWH QHZ $'5V UHSUHVHQ
GLVWULEXWLRQ LI ZH IXUQLVK LW SURPSWO\ ZLWK VDWLVIDFWRU\ HYLGHQFH WKDW LW LV C
6DQRIL $'6V ,I| WKH GHSRVLWDU\ GRHV QRW GLVWULEXWH DGGLWLRQDO 6DQRIL $'6V WKH R
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GHSRVLWDU\ PD\ ZLWKKROG DQ\ WD[ RU RWKHU JRYHUQPHQWDO FKDUJHV RU UHTXLUH WK
PDNLQJ DQ\ GLVWULEXWLRQ RI DGGLWLRQDO 6DQRIL $'6V

5LJKWV WR 5HFHLYH $GGIZW LRIQHDW KKOGHYVYV RI 6DQRIL RUGLQDU\ VKDUHYV DQ\ ULJKWV WR VX
ULIJKWYV WKH GHSRVLWDU\ DIWHU FRQVXOWDWLRQ ZLWK XV ZLOO LQ LWV GLVFUHWLRQ F
VXFK ULJKWV RQ EHKDOI RI KROGHUVY DQG PDNH WKH QHW SURFHHGY DYDLODEOH WR KROC(
KROGHUV EXW QRW RWKHUV LI LW GHWHUPLQHYV LW LV ODZIXO DQG IHDVLEOH WR GR VR +R.
WKH GHSRVLWDU\ PD\ QRW PDNH VXFK ULJKWV DYDLODEOH RU GLVSRVH RI VXFK ULJKWYV DQ
ODSVH ,Q WKDW FDVH KROGHUV RI 6DQRIL $'6V ZLOO UHFHLYH QR YDOXH IRU WKHP

,Q FLUFXPVWDQFHV ZKHUH ULJKWV ZRXOG QRW RWKHUZLVH EH GLVWULEXWHG E\ WKH GHSHK
PD\ QRQHWKHOHVYV UHTXHVW DQG ZLOO UHFHLYH IURP WKH GHSRVLWDU\ DQ\ LQVWUXPHQ
DOORFDEOH WR WKDW KROGHU LI WKH GHSRVLWDU\ ILUVW UHFHLYHV ZULWWHQ QRWLFH IUR
WKH ULJKWV WR EH H[HUFLVHG DQG VXFK KROGHU KDV H[HFXWHG WKH GRFXPHQWY 6DQR
UHTXLUHG XQGHU DSSOLFDEOH ODZ

,I WKH GHSRVLWDU\ PDNHV ULJKWYV DYDLODEOH WR KROGHUV RI 6DQRIL $'6V XSRQ LQVWU
SXUFKDVH WKH VKDUHV RQ VXFK KROGHUxV EHKDOI 7KH GHSRVLWDU\ ZLOO WKHQ GHSRVLV
H[HUFLVH ULJKWV LI KROGHUV RI 6DQRIL $'6V SD\ LW WKH H[HUFLVH SULFH DQG DQ\ RWKHU F

86 VHFXULWLHV ODZV PD\ UHVWULFW WKH VDOH GHSRVLW FDQFHOODWLRQ RU WUDQVIHU R
6DQRIL $'6V PD\ QRW EH DEOH WR WUDGH VXFK 6DQRIL $'6V IUHHO\ LQ WKH 8QLWHG 6WDWH\
XQGHU D VHSDUDWH UHVWULFWHG GHSRVLW DJUHHPHQW WKDW ZLOO FRQWDLQ WKH VDPH S|
WR LPSOHPHQW WKH UHTXLUHG UHVWULFWLRQV

2WKHU "'LVWUKHX®HBRYLWDU\ ZLOO GLVWULEXWH WR KROGHUV RI 6DQRIL $'6V DQ\WKLQJ HO
GHGXFWLRQ RU XSRQ SD\PHQW RI IHHVY DQG H[SHQVHV RU DQ\ WD[HV RU RWKHU JRYHUQPHQ
DQG SUDFWLFDO ,I IRU DQ\ UHDVRQ LW FDQQRW PDNH WKH GLVWULEXWLRQ LQ WKDW ZD\
QHW SURFHHGV RI WKH VDOH LQ WKH VDPH ZD\ LW GLVWULEXWHY FDVK GLYLGHQGV RU LW
GHHPV HTXLWDEOH DQG SUDFWLFDEOH

7KH GHSRVLWDU\ LV QRW UHVSRQVLEOH LI LW GHFLGHV WKDW LW LV XQODZIXO RU LPSUDF
$'6V :H KDYH QR REOLJDWLRQ WR UHJLVWHU 6DQRIL $'6V VKDUHV ULJKWV RU RWKHU VHFX!
‘H DOVR KDYH QR REOLJDWLRQ WR WDNH DQ\ RWKHU DFWLRQ WR SHUPLW WKH GLVWULEXWL
$'6V 7KLV PHDQV WKDW KROGHUV PD\ QRW UHFHLYH WKH GLVWULEXWLRQ ZH PDNH RQ RXU V
WKH GHSRVLWDU\ WR PDNH WKHP DYDLODEOH WR VXFK KROGHUV

(OHFWLYH 'LVWHEXYWHIREWN LOWHQG WR GLVWULEXWH D GLYLGHQG SD\DEOH DW WKH HOHFW
VKDUHV ZH ZLOO JLYH SULRU QRWLFH WKHUHRI WR WKH GHSRVLWDU\ DQG ZLOO LQGLFDWH
KROGHUV RI 6DQRIL $'6V ,Q WKDW FDVH ZH ZLOO DVVLVW WKH GHSRVLWDU\ LQ GHWHUPI
SUDFWLFDEOH 7KH GHSRVLWDU\ ZLOO PDNH WKH HOHFWLRQ DYDLODEOH WR KROGHUV RI 6
SURYLGHG DOO WKH GRFXPHQWDWLRQ FRQWHPSODWHG LQ WKH GHSRVLW DJUHHPHQW ,Q V
KROGHUV RI 6DQRIL $'6V WR HOHFW WR UHFHLYH HLWKHU FDVK RU DGGLWLRQDO $'6V LQ I
HOHFWLRQ LV QRW PDGH DYDLODEOH WR KROGHUV RI 6DQRIL $'6V VXFK KROGHUV ZLOO UH
ZKDW D VKDUHKROGHU LQ )UDQFH ZRXOG UHFHLYH IRU IDLOLQJ WR PDNH DQ HOHFWLRQ DV

'HSRVLW ZLWKGUDZDO DQG FDQFHOODWLRQ

'"HOLYHU\ RI $'5V

7KH GHSRVLWDU\ ZLOO GHOLYHU $'5V LI WKH KROGHU RU KLV RU KHU EURNHU GHSRVLW VKD
8SRQ SD\PHQW RI LWV IHHV DQG H[SHQVHV DQG DQ\ WD[HV RU FKDUJHV VXFK DV VWDPS WD
UHJLVWHU WKH DSSURSULDWH QXPEHU RI 6DQRIL $'6V LQ WKH QDPHV WKH KROGHU UHTXH\
UHTXHVWYV DW LWV RIILFH

2EWDLQLQJ 6DQRIL RUGLQDU\ VKDUHV

$ KROGHU PD\ WXUQ LQ KLV RU KHU $'5V DW WKH GHSRVLWDU\xV RIILFH 8SRQ SD\PHQW RI L
VWDPS WD[HV RU VWRFN WUDQVIHU WD[HV RU IHHV WKH GHSRVLWDU\ ZLOO GHOLYHU Wi
DQG DQ\ RWKHU GHSRVLWHG VHFXULWLHV XQGHUO\LQJ WKH $'5 DW WKH RIILFH RI D FXV
GHSRVLWDU\ ZLOO GHOLYHU WKH GHSRVLWHG VHFXULWLHYVY DW LWV RIILFH

I9RWLQJ ULIJKWYV

$ KROGHU PD\ LQVWUXFW WKH GHSRVLWDU\ WR YRWH WKH 6DQRIL RUGLQDU\ VKDUHV XQG
VKDUHKROGHUV EXW RQO\ LI ZH UHTXHVW WKDW WKH GHSRVLWDU\ DVN IRU KROGHU LQVWU>
WR YRWH XQOHVV WKH\ ZLWKGUDZ WKH XQGHUO\LQJ RUGLQDU\ VKDUHV IURP WKH $'5 SURJUI
PD\ QRW NQRZ DERXW WKH PHHWLQJ VXIILFLHQWO\ LQ DGYDQFH WR WLPHO\ ZLWKGUDZ WKH |

,] ZH DVN IRU KROGHU LQVWUXFWLRQV LQ FRQQHFWLRQ ZLWK D PHHWLQJ RI 6DQRIL VKDUH
6DQRIL $'6V LQ WKH PDQQHU GHVFULEHG XQGHU WKH KHDGLQJ U1RWLFHY DQG 5HSRUWYV
LOQVWUXFWLRQV WR EH YDOLG WKH GHSRVLWDU\ PXVW UHFHLYH WKHP RQ RU EHIRUH WKH G
GHSRVLWDU\ ZLOO HQGHDYRU LQ VR IDU DV SUDFWLFDO VWOBRMRF WRWR )RIH QURRK KIDDYZH DLQVGY VDK T
VKDUHV RU RWKHU GHSRVLWHG VHFXULWLHY DV KROGHUV PD\ YDOLGO\ LQVWUXFW 7KH GH
YDOLGO\ LQVWUXFW
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‘H FDQQRW JXDUDQWHH KROGHUV WKDW WKH\ ZLOO UHFHLYH WKH YRWLQJ PDWHULDOV ZLWEK
WR WKH GHSRVLWDU\ LQ D WLPHO\ PDQQHU WR YRWH WKHLU VKDUHV $V ORQJ DV WKH\ DF
UHVSRQVLEOH IRU IDLOLQJ WR FDUU\ RXW YRWLQJ LQVWUXFWLRTQMRPHRQ WWKP/D XRIDG HRW \
QRW EH DEOH WR H[HUFLVH WKHLU ULJKW WR YRWH DQG WKHUH PD\ EH QRWKLQDKROGHUV
QRW YRWHG DV WKH\ UHTXHVWHG

6LPLODU WR RXU VKDUHV 6DQRIL $'6V HYLGHQFHG E\ $'5V WKDW DUH UHJLVWHUHG LQ WKH
HOLJLEOH IRU GRXEOH YRWLQJ ULJKWV VR ORQJ DV FHUWDLQ SURFHGXUHVY DUH IROORZHG
UHJDUGLQJ GRXEOH YRWLQJ ULJKWV VHH U,WHP $GGLWLRQDO ,QIRUPDWLRQ O % OHPRUD

7KH GHSRVLW DJUHHPHQW DOORZV WKH GHSRVLWDU\ DQG 6DQRIL WR FKDQJH WKH YRWLQ
DGGLWLRQ WR WKH RQHV GHVFULEHG DERWHHID RHGEHVKROGRUVWDBBURG HHDWHTXLUHG WR DI
6DQRIL $'6V GHSRVLWHG LQ D EORFNHG DFFRXQW IRU D VSHFLILHG SHULRG RI WLPH SULRU V
WR JLYH YRWLQJ LQVWUXFWLRQV

1RWLFHVY DQG UHSRUWY ULJKWV RI KROGHUV WR LQVSHFW EF

2Q RU EHIRUH WKH ILUVW GDWH RQ ZKLFK ZH JLYH QRWLFH E\ SXEOLFDWLRQ RU RWKHUZL)
VHFXULWLHVY RU RI DQ\ DGMRXUQHG PHHWLQJ RI VXFK KROGHUV RU RI WKH WDNLQJ RI DQ)
RITHULQJ RI DQ\ ULJKWV ZH ZLOO WUDQVPLW WR WKH GHSRVLWDU\ D FRS\ RI WKH QRWLFH

8SRQ QRWLFH RI DQ\ PHHWLQJ RI KROGHUV RI VKDUHV RU RWKHU GHSRVLWHG VHFXULWLHYV

DV SUDFWLFDEOH PDLO WR WKH KROGHUV RI 6DQRIL $'6V D QRWLFH WKH IRUP RI ZKLFK

VXPPDU\ LQ (QJOLVK RI WKH LQIRUPDWLRQ FRQWDLQHG LQ WKH QRWLFH RI PHHWLQJ SURYI|
KROGHUV DV RI WKH FORVH RI EXVLQHVY RQ D VSHFLILHG UHFRUG GDWH ZLOO EH HQWLWOH
VWDWWWWQVWUXFW WKH GHSRVLWDU\ DV WR WKH H[HUFLVH RI WKH YRWLQJ ULJKWV LI D
VHFXULWLHY UHSUHVHQWHG E\ WKHLU UHVSHFWLYH $'6V DQG D VWDWHPHQW DV WR V
IRWZLWKVWDQGLQJ WKH DERYH WKH GHSRVLWDU\ PD\ WR WKH H[WHQW QRW SURKLELWHG
OLHX RI GLVWULEXWLRQ RI WKH PDWHULDOV SURYLGHG WR WKH GHSRVLWDU\ DV GHVFULEH
ZLWK RU RWKHUZLVH SXEOLFL]JHV WR KROGHUV LQVWUXFWLRQV RQ KRZ WR UHWULHYH VX
UHIHUHQFH WR D ZHEVLWH FRQWDLQLQJ WKH PDWHULDOV IRU UHWULHYDO RU D FRQWDFW IR

7KH GHSRVLWDU\ ZLOO PDNH DYDLODEOH IRU LQVSHFWLRQ E\ $'6 KROGHUV DW WKH GHSRVL)
SUR[\ VROLFLWLQJ PDWHULDO UHFHLYHG IURP XV WKDW DUH ERWK UHFHLYHG E\ WKH

PDGH JHQHUDOO\ DYDLODEOH WR WKH KROGHUV RI VXFK GHSRVLWHG VHFXULWLHV E\ XV
KROGHUV FRSLHV RI VXFK UHSRUWY ZKHQ IXUQLVKHG E\ XV SXUVXDQW WR WKH GHSRVLW DJ
DQ\ VXFK SUR[\ VROLFLWLQJ PDWHULDO IXUQLVKHG WR WKH GHSRVLWDU\ E\ XV ZLOO EH IXU
EH WUDQVODWHG LQWR (QJOLVK SXUVXDQW WR DQ\ UHJXODWLRQV RI WKH 6(&

7KH GHSRVLWDU\ ZLOO NHHS ERRNV IRU WKH UHJLVWUDWLRQ RI $'5V DQG WUDQVIHUV RI $'5
E\ WKH KROGHUV SURYLGHG WKDW VXFK LQVSHFWLRQ LV QRW IRU WKH SXUSRVH RI FRPPXQ
RWKHU WKDQ RXU EXVLQHVV RU D PDWWHU UHODWHG WR WKH GHSRVLW DJUHHPHQW RU WKH
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JHHY DQG H[SHQVHV

JHHVY SD\DEOH E\ $'6 KROGHUYV

3XUVXDQW WR WKH GHSRVLW DJUHHPHQW KROGHUV RI RXU $'6V PD\ KDYH WR SD\ WR -30RU
WKH DPRXQWYV VHW IRUWK LQ WKH WDEOH EHORZ

$VVRFLDWHG )HH '"HSRVLWDU\ $FWLRQ

RU OHVV SHU $'6V RU SRUWLRQ WKHUHRI[[HFXWLRQ DQG GHOLYHU\ RI $'5V IRU GLVWULEXWLRQV D
ULJKWV WR VXEVFULEH IRU DGGLWLRQDO VKDUHV RU ULJ|
VXUUHQGHU RI $'5V IRU WKH SXUSRVHV Rl ZLWKGUDZDO |
RI WKH GHSRVLW DJUHHPHQW

RU OHVV SHU $'6 RU SRUWLRQ WKHUHRI $Q\ FDVK GLVWULEXWLRQ PDGH SXUVXDQW WR WKH GHSR
DPRQJ RWKHU WKLQJV
a FDVK GLVWULEXWLRQV RU GLYLGHQGYV
& GLVWULEXWLRQV RWKHU WKDQ FDVK VKDUHV RU ULJKV
a GLVWULEXWLRQV LQ VKDUHV DQG
a ULJKWV RI DQ\ RWKHU QDWXUH LQFOXGLQJ ULJKWV WR

VKDUHV

RU OHVV SHU $'6 SHU FDOHQGDU \HDU RU SRHUWLF@WEHUHRRIPHG LQ DGPLQLVWHULQJ WKH $'5V ZKLF

D SHULRGLF EDVLV GXULQJ HDFK FDOHQGDU \HDU
5HILVWUDWLRQ IHHV LQ HIIHFW IRU WKH UHJLVWV DWSRQFIEWHBDQVIHUV RI VKDUHY JHQHUDOO\
RQ WKH VKDUH UHJLVWHU RI WKH FRPSDQ\ RU IRUHLJQ UHJLVWUDU DQG DSSOLFDEOH WR
WUDQVIHUV RI VKDUHV WR RU IURP WKH QDPH RI -30RUJDQ RU LWV QRPLQHH WR WKH
FXVWRGLDQ RU LWV QRPLQHH RQ WKH PDNLQJ RI GHSRVLWYV DQG ZLWKGUDZDOV
$ IHH HTXDO WR WKH IHH IRU WKH H[HFXWLRQ DQG VEHICEXWILUR RV R'6 V HZAXEFKWARNOBWKHU WKDQ FDVK VKD
KDYH EHHQ FKDUJHG DV D UHVXOW RI WKH GHSRVLW RI VXFK VHFXULWLHV
$ IHH IRU WKH UHLPEXUVHPHQW RI VXFK IHHV F&RRSEYVDMFE HLSWHQ VRHWHDYQDHHF KDQJH FRQWURO UHJXODW
LQFXUUHG E\ -30RUJDQ LWV DJHQWV DQG WKHIUHDIGDRWIVRQLOFORFLQJI WR3 IRDNHLEQVLQYHVWPHQW VHUY
DV FXVWRGLDQ E\ GHGXFWLRQV IURP FDVK GLYGEBRGVRIG RVMIKN U LADMKY G VDWH LEIX WHRQLWLHY GHOLYH
RU E\ GLUHFWO\ ELOOLQJ LQYHVWRUV RU E\ FKIRWKBUZWKH ERRN HQWU\ VIVWHP DFFRXQWV
RI SDUWLFLSDQWY DFWLQJ [RU WKHP
(ISHQVHV LQFXUUHG E\ -30RUJDQ a4 &DEOH WHOH[ DQG IDFVLPLOH WUDQVPLVVLRQ ZKHUH

WKH GHSRVLW DJUHHPHQW
a4 J)RUHLJQ FXUUHQF\ FRQYHUVLRQ LQWR 86 GROODUYV

,Q DGGLWLRQ WR WKH IHHV RXWOLQHG DERYH HDFK KROGHU ZLOO EH UHVSRQVLEOH IRU D¢
6DQRIL $'6V RU RQ WKH GHSRVLWHG VHFXULWLHV XQGHUO\LQJ KLV RU KHU 6DQRIL $'6V 7K
$'6V RU DOORZ D KROGHU WR ZLWKGUDZ WKH GHSRVLWHG VHFXULWLHYV XQGHUO\LQJ KLV RU

PD\ DSSO\ SD\PHQWYVY RZHG WR D KROGHU RU VHOO GHSRVLWHG VHFXULWLHV XQGHUO\LQJ

KROGHU ZLOO UHPDLQ OLDEOH IRU DQ\ GHILFLHQF\ ,I LW VHOOV GHSRVLWHG VHFEXULWLHV |
WKH VDOH DQG SD\ WR WKH KROGHU DQ\ SURFHHGY RU VHQG WR WKH KROGHU DQ\ SURSH
LQIRUPDWLRQ UHJDUGLQJ WD[DWLRQ VHH U,WHP $GGLWLRQDO ,QIRUPDWLRQ O ( 7D[DWLF

JHHVY SDLG WR 6DQRIL E\ WKH GHSRVLWDU\

-30RUJDQ DV GHSRVLWDU\ KDV DJUHHG WR UHLPEXUVH 6DQRIL IRU FHUWDLQ H[SHQVHV V
IHHYV LQYHVWRU UHODWLRQV VHUYLFLQJ LQYHVWRU UHODWHG SUHVHQWDWLRQV $'5 UHOD\
WKH $'5V PD\ EH OLVWHG RU RWKHUZLVH TXRWHG LQYHVWRU UHODWLRQV FKDQQHO SHUF
UHSRUW RQ )RUP ) RU DQ\ RWKHU H[SHQVHV GLUHFWO\ RU LQGLUHFWO\ UHODWLQJ WR P
GHSRVLWDU\ KDV DOVR DJUHHG WR SURYLGH DGGLWLRQDO DPRXQWV WR XV EDVHG RQ FHU
IHHV FROOHFWHG E\ LW )URP -DQXDU\ WR 'HFHPEHU ZH UHFHLYHG D WRWDO
DGGLWLRQ WR WKHVH SD\PHQWYV -30RUJDQ KDV DJUHHG WR ZDLYH VHUYLFLQJ IHHV ZH PD\ |
DV DQQXDO JHQHUDO PHHWLQJY DQG GLYLGHQG GLVWULEXWLRQV DV ZHOO DV IRU RWKHU D
WD[ DQG UHIJXODWRU\ FRPSOLDQFH GRFXPHQWY IRU KROGHUYVY DQG LQYHVWRU UHODWLRQV D

&KDQJHV DIIHFWLQJ GHSRVLWHG VHFXULWLHYV

I ZH

a FKDQJH WKH QRPLQDO RU SDU YDOXH RI RXU 6DQRIL RUGLQDU\ VKDUHV

a UHFDSLWDOL]H UHRUJDQL]JH PHUJH RU FRQVROLGDWH OLTXLGDWH VHOO DVVHWV RU WL
a UHFODVVLI\ VSOLW XS RU FRQVROLGDWH DQ\ RI WKH GHSRVLWHG VHFXULWLHV RU

a GLVWULEXWH VHFXULWLHY RQ WKH GHSRVLWHG VHFXULWLHVY WKDW DUH QRW GLVWULEXWt!
WKHQ HLWKHU

a WKH FDVK VKDUHV RU RWKHU VHFXULWLHYV UHFHLYHG E\ WKH GHSRVLWDU\ ZLOO EHFRPH (
UHSUHVHQW LWV HTXDO VKDUH RI WKH QHZ GHSRVLWHG VHFXULWLHV RU

a WKH GHSRVLWDU\ PD\ DQG ZLOO LI ZH DVN LW WR GLVWULEXWH VRPH RU DOO RI WKH FD
QHZ $'5V RU DVN KROGHUV WR VXUUHQGHU WKHLU RXWVWDQGLQJ $'5V LQ H[FKDQJH IRU QF
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'LVFORVXUH RI LQWHUHVWYV

7KH REOLJDWLRQ RI D KROGHU RU RWKHU SHUVRQ ZLWK DQ LOQWHUHVW LQ RXUW WRMXHWWVWR
DOVR DSSOLHV WR KROGHUV DQG DQ\ RWKHU SHUVRQV RWKHU WKDQ WKH GHSRVLWDU\ ZKF
IDLOLQJ WR FRPSO\ ZLWK WKHVH SURYLVLRQV DUH WKH VDPH IRU KROGHUVY DQG DQ\ RWKHU
JRU DGGLWLRQDO LQIRUPDWLRQ UHJDUGLQJ WKHVH REOLJDWLRQV VHH U,WHP $GGLWLRQ
O BHTXLUHPHQWYV IRU +ROGLQJV ([FHHGLQJ &HUWDLQ 3HUFHQWDJHVU

$PHQGPHQW DQG WHUPLQDWLRQ

:H PD\ DJUHH ZLWK WKH GHSRVLWDU\ WR DPHQG WKH GHSRVLW DJUHHPHQW DQG WKH $'5V Z
,] WKH DPHQGPHQW DGGV RU LQFUHDVHYV IHHV RU FKDUJHV H[FHSW IRU WD[HVY DQG RWKHU .
IDFVLPLOH WUDQVPLVVLRQ FRVWY GHOLYHU\ FRVWYV RU RWKHU VXFK H[SHQVHV RU SUHMXGC
EHFRPH HIIHFWLYH GD\V DIWHU WKH GHSRVLWDU\ QRWLILHV VXFK KROGHUV RI WKH DPHQC
6DQRIL $'6V ZLWK SULRU QRWLFH RI WKH HITHFWLYHQHVV RI DQ\ PRGLILFDWLRQV RU VXSSOF}
DSSOLFDEOH SURYLVLRQV RI ODZ ZKHWKHU RU QRW WKRVH PRGLILFDWLRQV RU VXSSOHPH
VXEVWDQWLDO ULJKWV RI KRWGOGMHKN RLHBD @RILDSFBYGPHQW EHFRPHYV HITHFWLYH VXFK KROC
FRQWLQXLQJ WR KROG WKHLU $'5 WR KDYH DJUHHG WR WKH DPHQGPHQW DQG WR EH ER
DV DPHQGHG

7KH GHSRVLWDU\ ZLOO WHUPLQDWH WKH DJUHHPHQW LI ZH DVN LW WR GR VR 7KH GHSRVLYV
WROG XV WKDW LW ZRXOG OLNH WR UHVLJQ DQG ZH KDYH QRW DSSRLQWHG D QHZ GHSRVLYV
QRWLI\ KROGHUV RI 6DQRIL $'6V DW OHDVW GD\V EHIRUH WHUPLQDWLRQ

$IWHU WHUPLQDWLRQ WKH GHSRVLWDU\ DQG LWV DJHQWYV ZLOO EH UHTXLUHG WR GR RC
GLVWULEXWLRQV RQ WKH GHSRVLWHG VHFXULWLHV VHOO ULJKWV DQG RWKHU SURSHUW\
RWKHU GHSRVLWHG VHFXULWLHVY XSRQ FDQFHOODWLRQ RI $'5V 6L[ PRQWKYV RU PRUH DIW
GHSRVLWHG VHFXULWLHV E\ SXEOLF RU SULYDWH VDOH $IWHU WKDW WKH GHSRVLWDU\ ZL
FDVK LW LV KROGLQJ XQGHU WKH GHSRVLW DJUHHPHQW IRU WKH SUR UDWD EHQHILW RI WKI
$'6V ,W ZLOO KDYH QR OLDELOLW\ IRU LQWHUHVW 8SRQ WHUPLQDWLRQ RI WKH GHSRVLW D
WKH SURFHHGV RI WKH VDOH DQG RWKHU FDVK DQG ZLWK UHVSHFW WR LQGHPQLILFDWLRQ
LQGHPQLILFDWLRQ DQG WR SD\ FHUWDLQ DPRXQWV WR WKH GHSRVLWDU\

/ILPLWDWLRQV RQ REOLJDWLRQV DQG OLDELOLW\ WR KROGHUV RI 6DQRIL ¢

7KH GHSRVLW DJUHHPHQW H[SUHVVO\ OLPLWV RXU REOLJDWLRQV DQG WKH REOLJDWLRQV R
GHSRVLWDU\ ,Q SDUWLFXODU SOHDVH QRWH WKH IROORZLQJ

a ZH bQG WKH GHSRVLWDU\ DUH REOLJDWHG RQO\ WR WDNH WKH DFWLRQV VSHFLILFDOO\ VI
EDG IDLWK

a ZH DQG WKH GHSRVLWDU\ DUH QRW OLDEOH LI HLWKHU LV SUHYHQWHG RU GHOD\HG E\ O
REOLIJDWLRQV XQGHU WKH GHSRVLW DJUHHPHQW

a ZH DQG WKH GHSRVLWDU\ DUH QRW OLDEOH LI HLWKHU H[HUFLVHV RU IDLOV WR H[HUFLVH

a ZH DQG WKH GHSRVLWDU\ KDYH QR REOLJDWLRQ WR EHFRPH LQYROYHG LQ D ODZVXLW RU
DJUHHPHQW RQ KROGHUVx EHKDOI RU RQ EHKDOI RI DQ\ RWKHU SDUW\ XQOHVV LQGHPQ
IXUQLVKHG DV RIWHQ DV PD\ EH UHTXLUHG

a ZH DQG WKH GHSRVLWDU\ DUH QRW OLDEOH IRU WKH DFWV RU RPLVVLRQV PDGH E\ RU WK
RU VHWWOHPHQW V\WVWHP RU WKH FXVWRGLDQ VXEMHFW WR FHUWDLQ H[FHSWLRQV DQG
-30RUJDQ

a WKH GHSRVLWDU\ LV QRW OLDEOH IRU WKH SULFH UHFHLYHG LQ FRQQHFWLRQ ZLWK DQ\
RPLVVLRQV WR DFW HUURUV GHIDXOWV RU QHJOLJHQFH RQ WKH SDUW RI WKH SDUW\ VR |

a ZH DQG WKH GHSRVLWDU\ PD\ UHO\ ZLWKRXW DQ\ OLDELOLW\ XSRQ DQ\ ZULWWHQ QRWLFH
E\ HLWKHU RI XV WR EH JHQXLQH DQG WR KDYH EHHQ VLJQHG RU SUHVHQWHG E\ WKH SURSE

a ZH DQG WKH GHSRVLWDU\ DUH QRW OLDEOH IRU DQ\ DFWLRQ RU QRQDFWLRQ WDNHQ LQ U
DFFRXQWDQWYV DQ\ SHUVRQ SUHVHQWLQJ RUGLQDU\ VKDUHV IRU GHSRVLW DQ\ $'6 KROC(
FRPSHWHQW WR JLYH VXFK DGYLFH RU LQIRUPDWLRQ

,Q DGGLWLRQ WKH GHSRVLWDU\ ZLOO QRW EH OLDEOH IRU DQ\ DFWV RU RPLVVLRQV PDGF}
GHSRVLWDU\ QRU DQ\ RI RXU UHVSHFWLYH DJHQWY ZLOO EH OLDEOH WR DQ\ KROGHU RI 6D
GDPDJHV

3XUVXDQW WR WKH WHUPV RI WKH GHSRVLW DJUHHPHQW ZH DQG WKH GHSRVLWDU\ KDYH DJ
SHTXLUHPHQWY IRU GHSRVLWDU\ DFWLRQV

%HIRUH WKH GHSRVLWDU\ ZLOO GHOLYHU RU UHJLVWHU WKH WUDQVIHU RI 6DQRIL $'6V PDN
VKDUHV WKH GHSRVLWDU\ PD\ UHTXLUH

a SD\PHQW RI VWRFN WUDQVIHU RU RWKHU WD[HV RU RWKHU JRYHUQPHQWDO FKDUJHV DQG
WUDQVIHU RI DQ\ VKDUHV RU RWKHU GHSRVLWHG VHFXULWLHV

a SURGXFWLRQ RI VDWLVIDFWRU\ SURRI RI WKH LGHQWLW\ DQG JHQXLQHQHVV RI DQ\ VLJQDYV
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3%$57 ,
,7(0 '"HVFULSWLRQ RI 6HFXULWLHVY RWKHU WKDQ (TXLW\ 6HFXULWLHYV

a FRPSOLDQFH ZLWK UHJXODWLRQV LW PD\ HYWDEOLVK IURP WLPH WR WLPH FRQVLVWHQW
GRFXPHQWYV

7KH GHSRVLWDU\ PD\ UHIXVH WR GHOLYHU 6DQRIL $'6V UHJLVWHU WUDQVIHUV RI 6DQRIL $
ERRNV RI WKH GHSRVLWDU\ RU RXU WUDQVIHU ERRNV DUH FORVHG RU DW DQ\ WLPH LI WKH

5LJKW WR UHFHLYH WKH VKDUHV XQGHUO\LQJ WKH 6DQRIL $'6V

+ROGHUV KDYH WKH ULJKW WR FDQFHO WKHLU 6DQRIL $'6V DQG ZLWKGUDZ WKH XQGHUO\LQJ

a ZKHQ WHPSRUDU\ GHOD\V DULVH ZKHQ ZH RU WKH GHSRVLWDU\ KDYH FORVHG RXU WUDQ\
YRWLQJ DW D VKDUHKROGHUVx PHHWLQJ RU WKH SD\PHQW RI GLYLGHQGYV

a ZKHQ WKH KROGHU RU RWKHU KROGHUV RI 6DQRIL $'6V VHHNLQJ WR ZLWKGUDZ VKDUHV RZ

a ZKHQ LW LV QHFHVVDU\ WR SURKLELW ZLWKGUDZDOV LQ RUGHU WR FRPSO\ ZLWK DQ\ ODZ!
WR WKH ZLWKGUDZDO RI VKDUHV RU RWKHU GHSRVLWHG VHFXULWLHV

7KLV ULJKW RI ZLWKGUDZDO PD\ QRW EH OLPLWHG E\ DQ\ RWKHU SURYLVLRQ RI WKH GHSRVL
3UH UHOHDVH RI 6DQRIL $'6V

7KH SURYLVLRQV RI RXU IRUP RI VHFRQG DPHQGHG DQG UHVWDWHG GHSRVLW DJUHHPHQW
$'6V
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3%$57 ,,
,7(0 '"HIDXOWV GLYLGHQG DUUHDUDJHYV DQG GH;

3DUW ,,
, WHP 'HIDXOWV 'LYLGHQG $UUHDUDJH
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, WHP ODWHULDO ORGLILFDWLRQV WR W
+ROGHUYV

14

, WHP &RQWUROV DQG 3URFHGXUHYV

D 2XU &KLHI ([HFXWLYH 2IILFHU DQG SULQFLSDO ILQDQFLDO RIILFHU DIWHU HYDOXDWLQJ
DV GHILQHG LQ ([FKDQJH $FW 5XOH D H DV RI WKH HQG RI WKH SHULRG FRYHUHG E\
GDWH RXU GLVFORVXUH FRQWUROV DQG SURFHGXUHV ZHUH HIIHFWLYH WR HQVXUH WKD
NQRZQ WR WKHP E\ RWKHUV ZLWKLQ 6DQRIL

E 5HSRUW RI ODQDJHPHQW RQ ,QWHUQDO &RQWURO 2YHU )LQDQFLDO 5HSRUWLQJ

ODQDJHPHQW RI WKH &RPSDQ\ LV UHVSRQVLEOH IRU HYWDEOLVKLQJ DQG PDLQWDLQLQJ DC
WHUP LV GHILQHG LQ ([FKDQJH $FW 5XOH D | ODQDJHPHQW DVVHVVHG WKH HIIHFWLYF
RI'HFHPEHU EDVHG RQ WKH IUDPHZRUN LQ U,QWHUQDO &RQWURO O ,QWHJUDWHG )UI
&RPPLWWHH RI 6SRQVRULQJ 2UJDQL]DWLRQV RI WKH 7UHDGZD\ &RPPLVVLRQ &262

%DVHG RQ WKDW DVVHVVPHQW PDQDJHPHQW KDV FRQFOXGHG WKDW WKH &RPSDQ\xV LQW
'"HFHPEHU WR SURYLGH UHDVRQDEOH DVVXUDQFH UHJDUGLQJ WKH UHOLDELOLW\ RI LWV
VWDWHPHQWY IRU HIWHUQDO SXUSRVHV LQ DFFRUGDQFH ZLWK JHQHUDOO\ DFFHSWHG DFF

'XH WR LWV LQKHUHQW OLPLWDWLRQV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQ
UHDVRQDEOH DVVXUDQFH UHJDUGLQJ WKH UHOLDELOLW\ RI ILQDQFLDO UHSRUWLQJ DQG W
HYDOXDWLRQ RI HIITHFWLYHQHVV WR IXWXUH SHULRGY DUH VXEMHFW WR WKH ULVN WKD
FRQGLWLRQV RU WKDW WKH GHJUHH RI FRPSOLDQFH ZLWK WKH SROLFLHV RU SURFHGXUH)

7KH HIITHFWLYHQHVYV RI WKH &RPSDQ\xV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUW
3&%2% , DQG (UQVW <RXQJ HW $XWUHQGB&HYEGHQW UHILVWHUHG SXEOLF DFFRXQWL(
UHSRUW RQ WKH &RPSDQ\xV LQWHUQDO FREMWHIREHRBY HUZIKIOAKQEV OL@ UADSRHGY KRIU BVOQRIGHH
RI WKH SUHVHQW ,WHP EHORZ

F6HH UHSRUW RI 3ULFHZDWHUKRXVH&RRSHUV $XGLW DQG (UQVW <RXQJ HW $XWUHV LQG
XQGHU U,WHBDQFLDO 6WDWHPHQWVU RQ SDJH )

G 7KHUH ZHUH QR FKDQJHV WR RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ WK
KDYH PDWHULDOO\ DIIHFWHG RU DUH UHDVRQDEO\ OLNHO\ WR PDWHULDOO\ DIIHFW RXU L
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3$57 ,,
,7(0 $ $XGLW &RPPLWWHH )LQDQFLDO ([SHUW

,WHP $ $XGLW &RPPLWWHH )LQDQFLDO

7KH $XGLW &RPPLWWHH LV FRPSRVHG RI )DELHQQH /HFRUYDLVLHU &KULVWRSKH %DEXOH DC
WKH &RPPLWWHH XQWLO 'HFHPEHU

2XU %RDUG RI 'LUHFWRUV KDV GHWHUPLQHG WKDW DOO GLUHFWRUV DUH LQGHSHQGHQW |
6DUEDQHYV 2[OH\ $FW RI

7KH %RDUG Rl 'LUHFWRUV GHHPHG )DELHQQH /HFRUYDLVLHU WR EH D ILQDQFLDO H[SHUW ED
LQ YDULRXV LQWHUQDWLRQDO EDQNV DQG DV &KLHI )LQDQFLDO 2IILFHU RI (VVLORU DQG $L|
6XVWDLQDEOH 'HYHORSPHQW 3XEOLF DQG ,QWHUQDWLRQDO $IIDLUV DV ZHOO DV WKH VXSHL
$LU /LTXLGH *URXS

7KH %RDUG RI 'LUHFWRUV GHHPHG &KULVWRSKH %DEXOH WR EH D ILQDQFLDO H[SHUW EDVH:
ILQDQFH LQ PDMRU FRUSRUDWLRQV DQG DV ([HFXWLYH 9LFH 3UHVLGHQW DQG &KLHI )LQDQ]
/x2U©DO 86% ,QF

7KH %RDUG RI 'LUHFWRUV GHHPHG 'LDQH 6RX]D WR EH D ILQDQFLDO H[SHUW EDVHG RQ KHL
H[SHULHQFH LQ DXGLW DQG WD[ LQ PDMRU LQWHUQDWLRQDO FRUSRUDWLRQV DV &KLHI )LQEL
&KLHI ([HFXWLYH 2I1ILFHU Rl WKH 8QLWHG+HDOWKFDUH 6SHFLDOW\ %HQHILWYV

7KH %RDUG RI 'LUHFWRUYV GHHPHG *LOOHV 6FKQHSS PHPEHU RI WKH &RPPLWWHH XQWLO 'HF
HGXFDWLRQ DQG H[SHULHQFH LQ DXGLW DQG FRUSRUDWH ILQDQFH LQ PDMRU FRUSRUDWLRC
DQG 'DQRQH +H DOVR VHUYHG DV &KDLUPDQ DQG &KLHI ([HFXWLYH 2IILFHU RI /HJUDQG DQ
QRZ 6WHOODQWLYV

7KH %RDUG RI 'LUHFWRUV KDV GHWHUPLQHG WKDW DOO WKUHH GLUHFWRUV PHHW WKH LQGHE
5X0OH $ DOWKRXJK RQO\ )DELHQQH /HFRUYDLVLHU DQG 'LDQH 6RX]D PHHW WKH )UHQFK $)
E\ WKH %RDUG RI 'LUHFWRUV IRU JHQHUDO FRUSRUDWH JRYHUQDQFH SXUSRVHV VHH ,WHP

, WHP % &RGH RI (WKLFV

‘H KDYH DGRSWHG D ILQDQFLDO FRGH RI HWKLFV DV GHILQHG LQ ,WHP % RI )RUP ) XQ(
DSSOLHV WR RXU &KLHI ([HFXWLYH 2IILFHU &KLHI )LQDQFLDO 2IILFHU &KLHI $FFRXQWLQJ 2
GHVLJQDWHG IURP WLPH WR WLPH 2XU ILQDQFLDO FRGH RI HWKLFV LV DYDLODEOH RQ RXU
LQFRUSRUDWHG E\ UHIHUHQFH LQ WKLV DQQXDO UHSRUW $ FRS\ RI RXU ILQDQFLDO FRGH R
ZULWWHQ UHTXHVW WR WKH DWWHQWLRQ RI ,QGLYLGXDO 6KDUHKROGHU 5HODWLRQV DW RX
SURYLVLRQV RI VXFK ILQDQFLDO FRGH RI HWKLFV RQ RXU ZHEVLWH

JWHP & 3ULQFLSDO $FFRXQWDQWVY )HH

6HH 1RWH ( WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG DW ,WHP R1 WKI

, WHP " ([HPSWLRQV IURP WKH /LVWLQJ
&RPPLWWHHYV

13
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3%$57 ,,
,7(0 ( 3XUFKDVHV RI (TXLW\ 6HFXULWLHV E\ WKH ,VVXHU DQG $II

, WHP ( 3IXUFKDVHV RI (TXLW\ 6HFXULWL
DQG $IILOLDWHG 3XUFKDVHUV

,Q 6DQRIL PDGH WKH IROORZLQJ SXUFKDVHV RI LWV RUGLQDU\ VKDUHV
& 7RWDO 1XPEHU'RBSSUR[LPDWH
6KDUHV 3XUFKDVHGID®XH RI 6KDUHV
3DUW RI 3XEOLRMOKDW 0D\ <HW %H
$ 7RWDO 1XPEHU % $YHUD$®QRXQFHG 30BRVFKDVHG 8QGHU WKH
3HULR®| 6KDUHV 3XUFRDVFIGE 3DLG SHU 6KDUHJRJUDPV3ODQV RU 3URJUDPV
-DQXDU\
"HFHPEHU
D 7KH &RPSDQ\ ZDV DXWKRULJHG WR UHSXUFKDVH XS WR RI VKDUHV IRU D SHULRG RI HLJIK\
$QQXDO 6KDUHKROGHUV®@ OHHWLQJ KHOG RQ $SULO 7KHQ WKH &RPSDQ\ ZDV DXWKRUL]JHG WR U
HLIKWHHQ PRQWKV L H WKURXJK 2FWREHU E\ WKH $QQXDO 6KDUHKROGHUV® OHHWLQJ KHOG R(

E OLOOLRQV RI HXURYV

JRU PRUH LQIRUPDWLRQ VHH U,WHP % OHPRUDQGXP DQG $UWLFOHV RI $VVRFLDWLRQ O 8V

,WHP ) &KDQJH LQ SHIJLVWUDQWTIV &HU\

13

, WHP * &RUSRUDWH *RYHUQDOQFH

6DQRIL LV LQFRUSRUDWHG XQGHU WKH ODZV RI )UDQFH ZLWK VHFXULWLHV OLVWHG RQ UH.
6HOHFW ODUNHW DQG )UDQFH (XURQH[W 3DULV &RQVHTXHQWO\ DV GHVFULEHG IXUWKHU I
UHIOHFWV WKH PDQGDWRU\ SURYLVLRQV RI )UHQFK FRUSRUDWH ODZ WKH VHFXULWLHV OD
UXOHV RI WKH DIRUHPHQWLRQHG SXEOLF PDUNHWYV

$V D UIRUHLJQ SULYDWH LVVXHU U DV GHILQHG LQ UXOHV SURPXOJDWHG XQGHU WKH 86 BHF
$FWU 6DQRIL LV SHUPLWWHG SXUVXDQW WR 1$6'$4 6WRFN ODUNHW 5XOH D WR IR
1$6'$4 FRUSRUDWH JRYHUQDQFH UHTXLUHPHQWY DSSOLFDEOH WR 86 FRUSRUDWLRQV OLVW
1$6'$4 WKDW LW LOQWHQGY WR IROORZ FRUSRUDWH JRYHUQDQFH VWDQGDUGY XQGHU )UHQFK
UXOHV DQG 86 VHFXULWLHY ODZV DV IXUWKHU GLVFXVVHG EHORZ

‘H JHQHUDOO\ IROORZ WKH U$)(3 0('()U FRUSRUDWH JRYHUQDQFH UHFRPPHQGDWLRQV IRU )
U$)(3 0('() &RGHU $V D UHVXOW RXU FRUSRUDWH JRYHUQDQFH IUDPHZRUN LV VLPLODU LQ
WKDW DUH FRPSDUDEOH WR O RU LQ VRPH FDVHV PRUH VWULQJHQW WKDQ O WKH FRUULHI
IHYHUWKHOHVYVY WKHUH DUH LPSRUWDQW GLIITHUHQFHV WR NHHS LQ PLQG

,Q OLQH ZLWK 1%$6'$4 6WRFN ODUNHW UXOHV DSSOLFDEOH WR GRPHVWLF LVVXHUV D PDWM
LQGHSHQGHQW GLUHFWRUV 6DQRIL HYDOXDWHYV WKH LQGHSHQGHQFH RI PHPEHUV RI RXU %
0('() &RGH DV WKH SULQFLSDO UHIHUHQFH :H EHOLHYH WKDW $)(3 0('()xV RYHUDUFKLQJ FU]I
NLQG ZKDWVRHYHU ZLWK WKH &RPSDQ\ LWV JURXS RU WKH PDQDJHPHQW RI HLWKHU WKDW
WKH ZKROH FRQVLVWHQW ZLWK WKH JRDOV RI WKH 1$6'$4 *OREDO 6HOHFW ODUNHWXxV UXC
VWDQGDUGYV PD\ YDU\ RQ VRPH SRLQWYV :H KDYH FRPSOLHG ZLWK WKH $XGLW &RPPLWWHH L«
XQGHU WKH ([FKDQJH $FW DGRSWHG SXUVXDQW WR WKH 6DUEDQHV 2[OH\ $FW RI 2XU ¢
%DEXOH ZKR LV FRQVLGHUHG QRQ LQGHSHQGHQW XQGHU WKH $)(3 0('() &RGH DQG ZKLFK
DOWKRXJK WKLV ZRXOG QRW EH SHUPLWWHG XQGHU WKH UXOHV RI WKH 1$6'$4 *OREDO 6H
&RPSHQVDWLRQ &RPPLWWHH PHHWV WKH LQGHSHQGHQFH VWDQGDUGYV RI WKH $)(3 0('() &
1$6'$4xV OLVWLQJ UXOHV DQG 5XOH $ SURPXOJDWHG XQGHU WKH 6DUEDQHV 2[OH\ $FW RI

6DQRIL IROORZV WKH UHFRPPHQGDWLRQ RI WKH $)(3 0('() &RGH WKDW DW OHDVW RQH PHHW
EH RUJDQL]JHG HDFK \HDU $FFRUGLQJO\ 6DQRILxV %RDUG &KDUWHU SURYLGHV WKDW WKH

\HDU ZLWKRXW LWV H[HFXWLYH RIILFHUV WKHUHE\ SURYLGLQJ WKH &KDLUPDQ ZLWK WKH R
DQ\ RWKHU *URXS HPSOR\HH DV WKH FDVH PD\ UHTXLUH GHSHQGLQJ RQ WKH DJHQGD RI W
IURP 1$6'$4xV /LVWLQJ 5XOH E ZKLFK SURYLGHY WKDW LQGHSHQGHQW GLUHFWRUV PX
LQGHSHQGHQW GLUHFWRUV DUH SUHVHQW

8QGHU )UHQFK ODZ WKH FRPPLWWHHV RI RXU %RDUG RI 'LUHFWRUV DUH DGYLVRU\ RQO\ |
FHUWDLQ GHFLVLRQ PDNLQJ SRZHUV ZLWK VSHFLILF FRPPLWWHHY E\ GHOHJDWLRQ H J WKH
XQGHU )UHQFK ODZ RXU %RDUG RI 'LUHFWRUV UHPDLQV WKH RQO\ FRPSHWHQW ERG\ WR
UHFRPPHQGDWLRQ RI WKH UHOHYDQW FRPPLWWHHV $GGLWLRQDOO\ XQGHU )J)UHQFK FRUS
6KDUHKROGHUVXx *HQHUDO OHHWLQJ WKDW KDYH WKH DXWKRULW\ WR DSSRLQW RXU DXGLWR
DOWKRXJK RXU %RDUG &KDUWHU SURYLGHV WKDW WKH %RDUG RI 'LUHFWRUV ZLOO PDNH L\
&RPPLWWHH :H EHOLHYH WKDW WKLV UHTXLUHPHQW RI )UHQFK ODZ WRJHWKHU ZLWK WK
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3%$57 ,,
,7(0  * &RUSRUDWH JRYHUQDQFH

DXGLWRUV EH DSSRLQWHG LV LQ OLQH ZLWK WKH 1%$6'$4 *OREDO 6HOHFW ODUNHWXxV XQGH
FRQGXFWHG E\ DXGLWRUV LQGHSHQGHQW IURP FRPSDQ\ PDQDJHPHQW

,Q DGGLWLRQ WR WKH RYHUVLJKW UROH RI RXU &RPSHQVDWLRQ &RPPLWWHH IRU TXHVWLRC
XQGHU )UHQFK ODZ DQ\ RSWLRQ RU UHVWULFWHG VKDUH SODQV RU RWKHU VKDUH FDSLWDC
HPSOR\HHVY PD\ RQO\ EH DGRSWHG E\ WKH %RDUG Rl 'LUHFWRUV SXUVXDQW WR DQG ZLWK
UHODWHG FDSLWDO LQFUHDVH DQG GHOHJDWLQJ WR WKH %RDUG WKH DXWKRULW\ WR LPSOH

$V GHVFULEHG DERYH D QXPEHU RI LVVXHV ZKLFK FRXOG EH UHVROYHG GLUHFWO\ E\ D ER
DGGLWLRQDO SURWHFWLRQ RI GLUHFW VKDUHKROGHU FRQVXOWDWLRQ LQ )UDQFH

%HFDXVH ZH DUH D UIRUHLJQ SULYDWH LVVXHUUO DV GHVFULEHG DERYH RXU &KLHI ([HFX\
FHUWLILFDWLRQV UHTXLUHG E\ h6HFWLRQ DQG h6HFWLRQ RI WKH 6DUEDQHV 2[OH\ $
RXU DQQXDO UHSRUW RQ )RUP ) UDWKHU WKDQ RQ D TXDUWHUO\ EDVLV DV ZRXOG EH W
YRUP 4

JUHQFK FRUSRUDWH ODZ SURYLGHV WKDW WKH %RDUG RI 'LUHFWRUV PXVW YRWH WR DSS
SRWHQWLDOO\ FUHDWH FRQIOLFWV RI LQWHUHVW EHWZHHQ 6DQRIL RQ WKH RQH KDQG DQC
ZKLFK DUH WKHQ SUHVHQWHG WR VKDUHKROGHUV IRU DSSURYDO DW WKH QH[W DQQXDO F
SURYLVLRQV RI WKH 1$6'$4 6WRFN ODUNHW /LVWLQJ 5XOHV

6DQRIL LV JRYHUQHG E\ WKH J)UHQFK &RPPHUFLDO &RGH ZKLFK SURYLGHV WKDW DQ RUGL(
GHOLEHUDWH ZKHQ ILUVW FRQYHQHG LI WKH VKDUHKROGHUY SUHVHQW RU UHSUHVHQWHG K
TXRUXP LV UHTXLUHG 7KH )UHQFK &RPPHUFLDO &RGH IXUWKHU SURYLGHV WKDW WKH VKDU
GHOLEHUDWH ZKHQ ILUVW FRQYHQHG RQO\ LI WKH VKDUHKROGHUY SUHVHQW RU UHSUHVH
UHFRQYHQHG RQH ILIWK RI WKH YRWLQJ VKDUHV 7KHUHIRUH 6DQRIL ZLOO QRW IROORZ 1
TXRUXP UHTXLUHPHQW IRU D PHHWL®J WKHKRDXIWKROQBUYILFRPPRQ YRWLQJ VKDUHV RI WKH
WKH SURYLVLRQV RI WKH )UHQFK &RPPHUFLDO &RGH WKH UHTXLUHG PDMRULW\ IRU WKH D
JHQHUDO PHHWLQJ RI WKH VKDUHKROGHUY RU D WZR WKLUGV PDMRULW\ IRU DQ H[WUDRUC
SUHVHQW RU UHSUHVHQWHG

, WHP + OLQH 6DIHW\ 'LVFORVXUH

13
2 WHP, 'LVFORVXUH UHJDUGLQJ IRUHLJQ N
SUHYHQW LQVSHFWLRQV

19
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3%$57 ,,,
,7(0 JLQDQFLDO VWDWHPHQW

3DUW ,,,
JWHP JLODQFLDO 6WDWHPHQWYV

6HH ,WHP

JWHP JLODQFLDO 6WDWHPHQWYV

6HH SDJHV ) WNKURXJIK LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH

JWHP ([KLELWV

ISUWIFOHY PRI DVVREIDWIRQ VWDWXWV RI 6DQRIL (QJOLVK WUDQVODWLRQ
RDUG &KDUWHIL 5" 10HPHQW QWoUILHXMU RI 6DQRIL (QJOLVK WUDQVODWLRQ

7KH WRWDO DPRXQW RI ORQJ WHUP GHEW VHFXULWLHV DXWKRULJHG XQGHU DQ\
VXEVLGLDULHYVY RQ D FRQVROLGDWHG EDVLV :H KHUHE\ DJUHH WR IXUQLVK WR W
KROGHUV RI ORQJ WHUP GHE RI WKH &RPSDQ\ RU RI LWV VXEVLGLDULHV IRU ZK
ILOHG

/JLVW RI VLIQLILFDQW VXEVLGLDULHV VHH U,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\ O & 2UJDQL]DW
EHUWIITIFDWIRQ EV 23DX0 +XGVRQ £KIHI (THEXWIVH 21 EHIL UHTXIIIHG E\ 6HFWLRQ Rl WKH 6DUE
[EHUWIIIEDWIRO E\ HDOQ %DSWIVWH &KDVVHORXS GH RKDWIOORQO 23U OEISDOM ODORLDO 21ILFHU
EHUWIITIFDWIRQ EV 23DX0 +XGVRQ £KIHI (THEXWIVH 21 EHIL UHTXIIIHG E\ 6HFWLRQ RI WKH 6DUE
[EHUWIIIEDWIRO E\ HDO %DSWIVWH &KDVVHORXS GH RKDWIOORQO 31 OEISDOM ODOFLDO 21ILFHU

lkRQVHQW BRI (LUQVW <PXQ1 HW SXWIIHV GDWHG )HEUXDU\
LLRQVHQW RI 3L EHZDWHUKRXVHLKRRSHIM $XGLW GDWHG )HEUXDU\

I

L
w
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