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8QOHVVY RWKHUZLVH LQGLFDWHG DQG H[FHSW ZKHUH WKH FRQWH[W RWKHUZLVH UHTXLUH

ZH XV RXU FRPSDQ\ DQG RXU UHIHU WR BQ GQIEW VD V&IE\WPIDGL DWQIBRLADNY ERIP I8 Q \F
FRQWH[W PD\ UHTXLUH

DFWLYH XVHU IRU DQ\ SHULRG PHDQV D UHJLVWHUHG XVHU DFFRXQW WKDW KDV
FRQFXUUHQW XVHUV IRU DQ\ SRLQW LQ WLPH PHDQV WKH WRWDO QXPEHU RI << X

SD\LQJ XVHU IRU DQ\ SHULRG PHDQV D UHJLVWHUHG XVHU DFFRXQW WKDW KDV S
RQFH GXULQJ WKH UHOHYDQW SHULRG $ SDKIRZHXWHD X§LJXW RWHUB WD UWMHONV X X @1
RQ RXU SODWIRUP WKXV WKH QXPEHU RI SD\LQJ XVHUV UHIHUUHG WR LQ WKLV D¢
YLUWXDO LWHPV RU RWKHU SURGXFWV DQG VHUYLFHYV

UHJLVWHUHG XVHU DFFRXQW PHDQV D XVHU DFFRXQW WKDW KDV GRZQORDGHG |
FDOFXODWH UHJLVWHUHG XVHU DFFRXQWYV DV WKH FXPXODWLYH QXPEHU RI XVHU
OHDVW RQFH DIWHU UHJLVWUDWLRQ (DFK LQGLYLGXDO XVHU PDWKBY®XPEWN \RK D
DFFRXQWY ZH SUHVHQW LQ WKLV DQQXDO UHSRUW PD\ RYHUVWDWH WKH QXPEHU F

XQLTXH YLVLWRU WR 'XRZDQ FRP PHDQV D YLVLWRU WR 'XRZDQ FRP IURP D VSHF
UHOHYDQW SHULRG DUH DGGHG WR RXU WRWDO XQLTXH YLVLWRUV FRXQW IRU WKI
LV FRXQWHG DV D XQLTXH YLVLWRU IRU HDFK ,3 DGGUHVY KH RU VKH XVHV DQG

YRLFH PLQXWH PHDQV D PLQXWH LQ ZKLFK D XVHU LV XVLQJ RXU YRLFH RU YLGH
&KDQQHOVFDUHBWMBUWRQOLQH VRFLDO DFWLYLWLHV JURXSYV
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7KLV DQQXDO UHSRUW FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWY WKDW LQYROYH U
IRUZDUG ORRNLQJ VWDWHPHQWY 7KHVH IRUZDUG ORRNLQJ VWDWHPHQWY DUH PDGH XQG
RI 7KHVH VWDWHPHQWY LQYROYH NQRZQ DQG XQNQRZQ ULVNV XQFHUWDLQWLHV DQC
PDWHULBOBQW®WLIURP WKRVH H[SUHVVHG RU LPSOLHG E\ WKH IRUZDUG ORRNLQJ VWDWHPH

<RX FDQ LGHQWLI\ WKHVH IRUZDUG ORRNLQJ VW DILHRH Q VWY SE\FIR U AW R STHEWDH/GH W R X F
LOQWHQG SODQ EHOLHYH LV DUH OLNH®D YW RECRUH 8 WIKKHH M LIRIUZ M GI\[GREDR R ¥ Q@ BRXW B M/(
DQG SURMHFWLRQV DERXW IXWXUH HYHQW VHF@GRIXQ DIQFDQ OLW O HHRE\G WKIDR\Q Z b HEHDODL\M Y HR
QHHGV 7KHVH IRUZDUG ORRNLQJ VWDWHPHQWY LQFOXGH EXW DUH QRW OLPLWHG WR V'

RXU JURZWK VWUDWHJILHYV

RXU DELOLW\ WR UHWDLQ DQG LQFUHDVH RXU MMHWEDWVH DQG H[SDQG RXU SURGX
RXU DELOLW\ WR PRQHWL]H RXU SODWIRUP

RXU IXWXUH EXVLQHVV GHYHORSPHQW UHVXOWY RI RSHUDWLRQV DQG ILQDQFLDO

FRPSHWLWLRQ IURP FRPSDQLHV LQ D QXPEHU RI LQGXVWULHY LQFOXGLQJ LQWHU
DQG VRFLDO QHWZRUNLQJ FRPSDQLHV

H[SHFWHG FKDQJHV LQ RXU UHYHQXHV DQG FHUWDLQ FRVW RU H[SHQVH LWHPV
JHQHUDO HFRQRPLF DQG EXVLQHVV FRQGLWLRQ LQ &KLQD DQG HOVHZKHUH DQG
DVVXPSWLRQV XQGHUO\LQJ RU UHODWHG WR DQ\ RI WKH IRUHJRLQJ

<RX VKRXOG WKRURXJKO\ UHDG WKLY DQQXDO UHSRUW DQG WKH GRFXPHQWYVY WKDW Z
PDWHULUBOBQWLIURP DQG RU ZRUVH WKDQ ZKDW ZH H[SHFW 2WKHU VHFWLRQV RI WKLV D
DQG 3URVSHFWV VHFWLRQV GLVFXVV IDFWRUV ZKLFK FRXOG DGYHUN HRGHIUDSDHWQRRQ BEX
1HZ ULVN IDFWRURPHRHRPH WR WLPH DQG LW LV QRW SRVVLEOH IRU RXU PDQDJHPHQW WR
EXVLQHVV RU WKH HIWHRW MRFPPEZKQBNK DR)XQ MIFWRWRUV | RD\PEDAXNULDPW X DOREHW K RWH/ FARR) ¥
VWDWHRHDX\DW LI\ DOO RI RXU IRUZDUG ORRNLQJ VWDWHPHQWYV E\ WKHVH FDXWLRQDU\ VV

<RX VKRXOG QRW UHO\ XSRQ IRUZDUG ORRNLQJ VWDWHPHQWY ZH PDNH DV SUHGLFWLI
UHODWH RQO\ WR HYHQWYV RU LQIRUPDWLRQ DV RI WKH GDWHRGHAKKLBEK W&R RWO MWHWMHERU
IRUZDUG ORRNLQJ VWDWHPHQWY ZKHWKHU DV D UHVXOW RI QHZ LQIRUPDWLRQ IXWXUH
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$ 6HOHFWHG )LQDQFLDO 'DWD

7KH IROORZLQJ WDEOH SUHVHQWVY WKH VHOHFWHG FRCHVRBOOEBWHG FIRID/@RLLDED WHI® WV
WKH WKUHH \HDUV HQGHG THFGBIPEHDQG WKH FRQVROLGDWHG EDODQB&G/KHHKD G EHB HY &
DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ZKLFK DUH LQFOXGHG LQ WKLV DQQ
IRU WKH \HDU HQGHG 'HFHPEHU DQG RXU FRQVROLGDWHG EDODQFH VKHHW GDWD D
FRQVROLGDWHG ILQDQFLDO VWDWHPH®WWD QR R\WAMFOXE HG WIKDWQBOMXDQIBHSRWWRQ |
LQIRUPDWLRQ LV QRW DYDLODEOH RQ D EDVLV WKDW LV FRQVLVWHQW ZLWK WKH Fm@GRC
DQG FDQQRW EH REWDLQHI®RZWWKR KNS HQUHDYRD VEHOMAWHG FRQVROLGDWHG ILQDQFLDO
DFFRXQWLQJ SULQFLSOHV JHQHUDOO\ DFFHSWHIGL Y/ QY RUKLH BQ LUHYGX GW D WRLY DRV 8 HAU LB 6 3D
H[SHFWHG IRU DQ\RIXWXRKOSHUHRG WKH IROORZLQJ VHOHFWHG ILQDQFLDO LQIRUPDWLRQ
QRWHVY DQG WKH LQIRUPDWLRQ XQGHU ,WHP 2SHUDWLQJ DQG )LQDQFLDO 5HYLHZ DQG

YRU WHBIU<(QGHG 'HFHPEHU

50 % 50 % 50 % 50 % 86
$00 DPRXQWYV LQ WHKIR¥X 8D 86 VHVEF& BM & KN D

BHOHFWHG &RQVROLGDWHG 6WDWHPHQWY Rl 2SHUDWLRQV 'DWD
,QWHUQHW YDOXH DGGHG VHUYLFH
2Q0LQH JDPH
<< OXVLF
2WKHUV
2Q0LQH DGYHUWLVLQJ
7ZRWDO QHW UHYHQXHV
&RVW RI UHYHQXHYV
*URVV SURILW
2SHUDWLQJ H[SHQVHYV
5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV
6DOHV DQG PDUNHWLQJ H[SHQVHYV
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV
7JRWDO RSHUDWLQJ H[SHQVHV
2SHUDWLQJ ORVV LQFRPH
/RVV LQFRPH EHIRUH LQFRPH WD[ H[SHQVHYV
1HW ORVV LQFRPH DWWULEXWDEOH WR << ,QF
$PRUWL]DWLRQ RI EHQHILFLDO FRQYHUVLRQ IHDWXUH
$FFUHWLRQ GHFUHWLRQ WR FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG VKDUHV UHGHPSW
$OORFDWLRQ RI QHW LQFRPH WR SDUWLFLSDWLQJ SHUIHUHG VKDUHKROGHUYV
1HW ORVV LQFRPH DWWULEXWDEOH WR FRPPRQ VKDUHKROGHUYV

:HLIJKWHG DYHUDJH QXPEHU RI $'6 XVHG LQ FDOFXODWLQJ
%DVLF
'LOXWHG
1HW ORVV LQFRPH SHU $'6
%DVLF
'LOXWHG
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6KDUH EDVHG FRPSHQVDWLRQ ZDV DOORFDWHG LQ FRVW RI UHYHQXHV DQG RSHUDWL(

JRU WHBIU<(QGHG 'HFHPEHU

50 % 50 % 50 % 50 % 86
LQ WKRXVDQGYV
&RVW RI UHYHQXHV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV
6DOHYV DQG PDUNHWLQJ H[SHQVHYV
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV
7RWD O

(DFK $'6 UHSUHVISQARVPP ROV D/UHY 1HW ORVV LQFRPH SHU $'6 LV FDOFXODWHG EDV

$V RI '"HFHPEHU

50 % 50 % 50 % 50% 86
LQ WKRXVDQGV

6HOHFWHG &RQVROLGDWHG %DODQFH 6KHHW 'DWD
&DVK DQG FDVK HTXLYDOHQWYV
6KRUW WHUP GHSRVLWYV
7TRWDO DVVHWYV
/RWDO FXUUHQW OLDELOLWLHYV
7TRWDO PH]IDQLQH HTXLW\

&O0DVV $ FRPPRQ VKDUHV 86 SDU YDOXH QRQH DQG VKDUHV
DXWKRUL]JHG QRQH DQG VKDUHV LVVXHG DQG RXWVWDQGLQJ DV RI '"HFHPEH
DQG UHVSHFWLYHO\
&ODVV % FRPPRQ VKDUHV 86 SDU YDOXH DQG
VKDUHV DXWKRUL]JHG DQG VKDUHV LVVXHG DQG RXWVWDQGLQJ DV
RI '"HFHPEHU DQG UHVSHFWLYHO\

$FFXPXODWHG GHILFLWV
7TRWDO VKDUHKROGHUVY GHILFLWYVY HTXLW\

([FKDQJH 5DWH ,QIRUPDWLRQ

2XU EXVLQHVV LV SULPDULO\ FRQGXFWHG LQ &KLQD DQG PRVW RI RXU UHYHQXHV DUH
8 6 GROODUV DQG IURP 8 6 GROODUV WR 50% LQ WKLY DQQXDO UHSRUW ZHUH PDGH DW
IRUWK LQ WKH + VWDWLVWLFDO UHOHDYVH $0ENMH. QRHEHBWUWYXHQWO WU R Q S\HMHA DK \%5R0DA ¢
FRXOG EH FRQYHUWHG LQWR 8 6 GROODUV RU 50% DV WKH FDVH PD\ EH DW DQ\ SDUWL
UHVHUYHV LQ SDUW WKURXJK GLUHFW UHJXODWLRQ RI WKH FRQYHUVLRQ RI 50% LQWR IR
WKH H[FKDQJH UDWH DV VHW IRUWK LQ WKH + VWDWLVWLFDO UHOHDVH RI WKH )HC
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7KH IROORZLQJ WDEOH VHWYV IRUWK LQIRUPDWLRQ FRQFHUQLQJ H[FKDQJH UDWHV EHV
SURYLGHG VROHO\ IRU \RXU FRQYHQLHQFH DQG DUH QRW QHFHVVDULO\ WKH H[FKDQJH UIL
SHULRGLF UHSRUWYV RU DQ\ RWKHU LQIRUPDWLRQ WR EH SURYLGHG WR \RX

1RRQ %X\LQJ 5DWH
3HULRG 3HULRG (QGYHUDJH /RZ +LJIK
50% SHU 86

2FWREHU
1IRYHPEHU
"HFHPEHU

-DQXDU\

YHEUXDU\

ODUFK

$SULO WKURXJK $SULO

$QQXDO DYHUDJHVY DUH FDOFXODWHG IURP PRQWK HQG UDWHVY ORQWKO\ DYHUDJHV D

% &DSLWDOLJDWLRQ DQG ,QGHEWHGQHVV
1RW DSSOLFDEOH

& SHDVRQV IRU WKH 2|1 IRHRHBIG8 8VH RI 3U
1RW DSSOLFDEOH

' S5LVN )DFWRUV

$Q LOYHVWPHQW LQ RXU FDSLWHD ® IVRR/RN R EFEWODHVRI) KILG K G WIKH WIRINW & H Y FALVEK ® 6 |
LQIRUPDWLRQ LQF OXEHRE W) BBEMRID D @@XD@YHVWPHQW GHFLVLRQ ,I DQ\ Rl WKH IROORZLQ
RUWHUYXOWYV RI RSHUDWQRQKDMREDGHV YWKHJWUDGLQJ SULFH RI RXU FDSLWDO VWRFN FRXOG

5LVNV 5 HODWHG WR 2XU %XVLQHVV
2XU EXVLQHVV LV EDVHG RQ D UHODWLYHO\ QHZ EXVLQHVV PRGHO WKDW PD\ QRW EH VXF

0bQ\ RI WKH HOHPHQWYV RI RXU EXVLQHVV DUH XQLTXH HYROYLQHVBEELDOODWRXWHDR D
WHFKQRMRISURGXFWY DQG VHUYLFHY DUH UHODWLYHO\ QHZ DQG UDSLGO\ GHYHORSLQJ
LQFUHDVHG UHYHQXHV IURP LQW H & QHOG YD@XIHQBIGIEGHVWULYLREHV DRWHO O DV RXU DELOL)\
DQG VHUYLFHV DQG ZH PD\ QRW VXFFHHG LQ DQ\ RI WKHVH UHVSHFWYV
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6RPH RI RXU FXUUHQW PRQHWL]DWLRQ PHWKRGY DUH LQ D SUHOLPL@RVL KN WD G Q HIWV
,] ZH IDLO WR SURSHUO\ PDQDJH WKH VXSSO\ DQG WLPLQJ RI RXU LQ JDPH YLUWXDO LWHI
OHVV OLNHO\ WR SXUFKDVH LQ JDPH YLUWXDO LWHPV IURP XV )RU QRQ JDPH YLUWXDO L
WR PRMPWHIYHO\ RSWLPL]JH YLUWXDO LWHP PHUFKDQGL]LQJ )XUWKHUPRUH DV WKH RQOL
PHWKRGV RI SURMHFWLQJ XVHU GHPDQG RU DYDLGDEDE QLRI DWW XU N WRDXQ &/EKDGN RRAXQ DKW Wi
SURGXFWY DQG VHUYLFHV ZLOO EH VXFFHVVIXO SURILWDEOH RU ZLGHO\ DFFHSWIHX0OW G/
HYDOXDWH

:H PD\ QRW EHHPFRQN WWOR ADQDJH RXU JURZWK RU LPSOHPHQW RXU EXVLQHVV VWUDWHJILH
PDWHULDOO\ DQFWEHYYEHUVHO\ DI

:H KDYH H[SHULHQFHG D SHULRG RI VLIJQLILFDQW UDSLG JURZWK DQG H[SDQVLRQ WKI
UHVRXWHFADQQRW DVVXUH \RX WKDW WKLY OHYHO RI VLIQLILFDQW H IEERIDONU K YZH QWK BW RXWW
GHSHQG RQ RXU DELOLW\ WR GHYHORS QHZ VRXUFHV Rl UHYHQXH LQFUHDVH PRQHWL]DW
SXUFKDVHV E\ RXU SD\LQJ XVHUV FRQWLQXH GHYHORSLQJ LQQRYDWLYH WHFKQRORJLHYV
SURPRWLRQDO DFWLYLWLHY UHDFW WR FKDQJHV LQ XVHU DFFHVV WR DQG XVH RI WKH L
VI\VWHPVY DWWUDFW QHZ DGYHUWLVHUY DQG UHWDLQ H[LVWLQJ DGVHHEMNWQLYRWWU QKSUWMDRE
DFKLHYH DQ\ RI WKH DERYH

7R PDQDJH RXU JURZWK DQG DWW BHQD QG FALISIDQVAHD WX [SW RZH WD DIOOQWKHG WR LPSOHPHC
ILQDQFLDO VI\VWHPV SURFHGXUHV DQG FRQWUROV LQFOXGLQJ WKH LPSH RY B PHIRWW R |QRNX
H[SDQG WUDLQ PDQDJH DQG PRWLYDWH RXU ZRUNIRUFH DQG PDQDJH RXU UHODWLRQVK!
LQYROYH ULVNV DQG ZLOO UH TORUMVVXE EWINQ W OV 0D B BQ\DLIHPLH BRI B W COLWWLXRUQHD R ¥ [\ K €
HIHFWLYHO\ PDQDJH RXU JURZWK RU LP SO HPHMLD RG\U O X@XKWHH \E R VAR W\RV P\DWIBIB W HRUK HD\E & V
UHVXOWV RI RSHUDWLRQV

H KDYH H[SHULHQFHG QHW ORVVHV LQ WKH SDVW DQG \RX VKRXOG FRQVLGHU RXU SUR\
HYROYLQJ LOQGXVWULHYV LQ &KLQD ZLWK OLPLWHG RSHQPWAQ®UQKLS RA\RWLLEHVHPDR GEHWH.[GIRW H

:H KDG D QHW ORVV RI 50% PLOOLRQ DQG UBLHW%S HF QL@ @ORGW QQFRPR ®RI 50% PLC

2XU QHW ORVVHVY DQG LQFRPH UHIOHFW WKH DJJUHJDWH LPSDFW RI QRQ FDVK LWHPYV
GHSUHFLDWLRQ ,Q DGGLWLRQ WR WKH DJJUHJDWH LPSDFW RI WKHVHFQRIG D VR YWNMPD/VQ G
WR EXLOG RSHUDWH DQG H[SDQG RXU SODWIRUP JURZ RXU XVHU EDVH GHYHORS SURGX
LOYHVWHHRMWFW WKDW ZH ZLOO FRQWLQXH WR LQFXU FRVWYV DQG H[SHQVHV VXFK DV Ut
EDQGZLGWK FRVWYV WR VXSSRUW RXU YLGHR IXQFWLRQ JURZ RXU XVHUWUHXDPX D &YV W IHFH
SURILWDEOH DQG PID¥ QHRQWJH BIWHIQMNYX AKRFRVWY WR DFKLHYH RU VXVWDLQ SURILWDELOL
RXU RSHUDWLRQV WR VXSSRUW RXU DQWLFLSDWHG IXWXUH JURZWK DQG WR PHHW RXU H

2XU SURILWDELFOAWW G \EDRWRHU IDFWRUV EH\RQG RXU FRQWURO )RU H[DPSOH ZH FD:
VSHQGLQJ RQ JDPH PHGLD ZHEVLWHY RU RQOLQH VRFLDO SODWIRUPV LQFOXGLQJ RXU S
,%6 ZLOO DSSHDO WR RXU XVHU EDVH DQG WR REWDLQ WKHP RQ FRPPHUFLDOO\ DFFHSWEL
DELOLW\ WR DWWUDFW DGYHUWLVHUY DQG VXFFHVVIXOO\ FRPSHWH LQ D YHU\ FRPSHWLW
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:H KDYH D OLPLWHG RISHOQWUWRQIARHEGWRBOLHQW LQ -XO\ DQG KDYH H[SHULHQFHG
UHVXOWYVY RI RSHUDWLRQV PD\ QRW SURYLGH D PHDQLQJIXO EDVLV IRU HfrBDXDWWQBHRR B (
VLPLODU JURZWK UDWHYV LQ IMRXXWHRIPDGLERBW WBWHERBRQLRYXO\UHVXOWY RI RSHUDWLRQV IRI
SHUIRUPBIQFFI\ DJDLQ LQFXU QHW ORVVHV LQ WKH IXWXUH DQG \RX VKRXOG FRQVLGHU RX
FRPSDQLHV LQ HYROYLQJ LQGXVWULHYV LQ &KLQD ZLWK OLPLWHG RSHUWONVELQJ KILLWW R UDL\HW
SXEOLF FRPSDQ\ ZLWK EXVLQHVVY RSHUDWLRQV ORFDWHG PDLQO\ LQ &KLQD 6HH 5LVNV
ZKLFK FRXOG UHVXOW LQ VXEVWDQWLDO ORVVHV WR LQYHVWRUV

:H IJHQHUDWH D VLIQLILFDQW SRUWLRQ RI RXU UHYHQXHV IURP D OLPLWHGNEXFEHIRBXOE
UHDVRQ LI ZH DUH XQDEOH WR VXFFHVVIXOO\ VRXUFH QHZ RQOLQH JDPHV LI WKH WHUP)
RI' RXU SD\LQJ XVHUV IRU RQOLQH JDPHVY GHFOLQHYVY RU FHDVHV WR JURZ IRU DQ\ UHDVRQ
DQG UHVXOWYV RI RSHUDWLRQV PD\HEMWIPGWHULDOO\ DQG DGYHUVHO\ DI

:H JHQHUDWH D VLIQLILFDQW SRUWLRQ RI RXU UHYHQXHYV SURPDN ICGO\PWW H B XQ K P\EHHQOR
IRU WKHLU SXUFKDVH RI LQ JDPH YDQNNREAH LRV HRPAW PRY W [BRSXOEGDU RQOLQH JDPHV FRQW

JDPH UHYHQXHV DQG$6 URYHRXXIHWRDWDZH®O DV DQG RI BRG WRWWDHV!
$ PDMRULW\ RI RXU SRSXODU RQOLQH ZHE JDPHVY DUH FUHDWHG E\ WKLUG SDUW\ JDPH GF
DQG ZKLFK W\SLFDOO\ SURYLGH IRU DXWRPDWLF HIWHQVLRQ RU UHQHZDO ,I ZH IDLO WR

FRQWLBXH@®I WKHVH SRSXODU RQOLQH JDPHV DQIHRWH R S,HUD®/G QW LR/ XLO VR Z DO/G! BV ®
RXU FRPSHWLWRUV RU LI WKH\ SUHIHU RWKHU RQOLQH JDPHV KRVWHG E\ RKBWRGSHWLW

2XU UHYHQXHV IURP RQOLQH JDPHV DFFRXQWHG IRU DO® G U HRV SRHIMEW YNRRGDHD !
RQOLQH JDPHV KDYH D OLPLWHG FRPPHUFLDO IDQNH\OIX® AKHGLIQY WDQFK ZH EW Q DHIY HJ MVK
OLIHVSDQ DQG WKDW WKH UHYHQXHV ZH GHULYH IURP LW PD\ GHFUHDVH LQ WKH IXWXUH
SOD\HW\KD:G SUHYLRXVO\ GHYHORSHG VRPH Rl RXU RQOLQH JDPHV LQWHUQDOO\ EXW VRX
ZLWK WKLUG SDUW\ HDPXV W HYIHAORBHILY JRRG UHODWLRQVKLSYV ZLWK RXU WKLUG SDUW\ JC
UHDVRQDEOH UHYHQXH VKDULQJ WHUPV 8QGHU RXU FXUUHQW UHYHQXH VKDULQJ DUUDQ
JDPH ,Q WKH IXWXUH ZH PD\ QRW EH DEOH WR DFKLHYH VLPLO DIH® WDRWAUDHW LYHHY H B H §
GHSHQG XSRQ WKHVH WKLUG SDUW\ JDPH GHYHORSHUV WR SURYLGH WKH WHFKQLFDO VX
DQG H[SDQVLRQ SDFNV WR VXVWDLQ SOD\HU LQWHUHVW LQ D JDPH ORVW RI RXU WKLUG
FRQWUDFWY ZH HQWHU LQWR ZLWK WKHP GR QRW FOHDUO\ SURYLGH IRU UHPHGLHV WR X

,] ZH DUH QRW VXFFHVVIXO LQ VRXUFLQJ DQG SURYLGLQJ SRSXODU QHZ RQOLQH JDPH
JDPH YLUWXDO LWHPV PD\ GHFUHDVH ,I WKLV ZHUH WR KDSSHQ RXU ILQDQFIHFOVARBQGLW

H UHO\ RQ RQOLQH DGYHUWLVLQJ IRU D VLJQLILFDQW SURSRUWLRQ RI RXU UHYHQXHV
ZLOOLQJ WR DGYHUWLVH ZLWK XV RXU UHYHQXHV SURILWBEW®IGN\ DQG SURVSHFWYV PD\

Ne) DQG RQOLQH DGYHUWLVLQJ DFFRXQWHG IRURXU WRWDQ®HYHQXHVSEBWI
GHSHQGHQW XSRQ RQOLQH DGYHUWLVLQJ UHYHQXHV GXH WR D V6L | RXIUQSW RHL WIDMR O L W\
SDUWO\ GHSHQG RQ WKH FRQWLQXRXV GHYHORSPHQW RI WKH RQOLQH DGYHUWLVLQJ LQC
FRPSDQLHV WKDW GHFLGH WR DGYHUWLVH RQOLQH PD\ XWLOL]H PRUH HVYWDEOLVKHG PH\
SRUWDOV RU VHDUFK HQJLQHV RYHU DGYHUWLVLQJ RQ RXU SODWIRUP ,I| WKH RQOLQH D
FDSWXUH DQ@ FIHOM. ¢ KODVKIRI WKDW PDUNHW RXU DELOLW\ WR PDLQWDLQ RU LQFUHDV#
SURVSHFWV FRXOG EH PDMHAWIHEO OKBYB D GWNH\HFRD R G B UBHHDWH Q¥ 8 V [EIHHFWD XQWHT HHHY GIOBMH IQRE)
RQOLQH DGYHUWLVLQJ LQ DGGLWLRQ WR RQOLQH JDPH UHODWHG DGYHUWLVLQJ RQ 'XRZI
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H RHU DGYHUWLVLQJ VHUYLFHVY VXEVWDQWLDOO\ WKURXJK FRQRUPFRW B QWKHIHHR X Q
UHWDLQ H[LVWLQJ GLUHFW DGYHUWLVHUV RU DGYHUWLVLQJ DJHQFLHV RU DWWUDFW QHZ
DGYHUWLVLQJ DIJIHQFLHY GHWHUPLQH WKDW WKHLU H[SHQGLWXUHYVY RQ << GR QRW JHQHU
EXGIJHWYVY WR RWKHUV DQG UHGXFH RU GLVFRQWLQXH EXVLQHVYVY ZLWK XV 6LQFH RXU DUL
DJUHHPHQWY WKHVH DGYHUWLVLQJ DUUDQJHPHQWY PD\ EH HDVLO\ DPHQGHG RU WHUPLC
DGYHUWLVLQJ DIJHQFLHYVY RU DWWUDFW QHZ GLUHFW DGYHUWLYVHHYNMADRBUGE XVIFQH B3 Y HWQOW
UHVXOWY RI RSHUDWLRQV

:H KDYH DQG ZLOO EHFRPH PRUH GH6HQ GREBWIR QHOKHYQEHFOU®RP LY WKH IXWXUH RXU U
D G Y H U VHHFON HDG

$V WKH PDMRULW\ Rl R%¥6 UIHRPHR®BY QHK DIGW WRWEBVLQJ GXH WR DQ LQFUHDVH LQ WKH
LQFUHDVLQJ SRSXODULW\ RI << OXVLF DQG RXU PHPEHUVKLS VXEVFULSWLRQ SURJUDP D¢
EHFRPH PRUH GHSHQGHQM RWVORUW K Bl ¥ XIHQS 6GURPOHIQ K HMQ P,D\ P D W H U LHDFOMD R Q GJ B GX GIW V HO\ R
UHYHQXH PRGHO ZH DGRSW IRU RIGIGMQ HDPBXVRDJ QRWWRHORYE BDPH SO D\HLHFW RXAK EPX
ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV DQG 7KH UHYHQXH PRGHO IRU k
UHPDLMFWILYH ZKLFK PD\ FDXVH XV WR ORVH IXVMUR X0QBXKD W HVY D0 QDDE G DG N RIQE HW L B(

H KDYH JUDQWHG HPSOR\HH VWRFN RSWLRQV DQG RWKHU VKDUH ED VH & HDRZADIQGE YHL @ K\B K I
FRPSHQVDWLRQ H[SHQVHV LQ RXU FRQVROLGDWHG VWDWHPHQWYV RI RSAKLIFW LKROQAH LKD B FI
FRQWLQXH WR KDYH D PDMWHWURQ (RRQ @& DGYBWVHRHRSHUDWLRQV

H KDYH JUDQWHG VKDUH EDVHG FRPSHQVDWLRQ DZDUGV LQFOXGLQJ VKDUH RSWLRC
SHUVRQQHO DQG RWKHU QRQ HPSOR\HHV WR LQFHQWLYL]H SHUIRUPDQFH DQG DOLJQ WK}
6FKHPH ZH DUH DXWKRUL]HG WR JUDQW RSWLRQV RU UHWREPRQHGK DK BV H B QBRI S ZAKDHUDHV
WR JUDQW RSWLRQV UHVWULFWHG VKDUHV RU UHVWULFWHG VKDUH XQLWV WR SXUFKDV}
VKDUHV RQ WKH ILUVW GBYIRQ) HDFKIURMAEDO \RDUV X F K $V PR PRORIQ \QKCPERHW RV B BAHW P LQ H G
ODUFK RSWLRQV WR SXUFKDVH FRPPRQ VKDUHYV UHVWULFWHG VKDL

6FKHPH DQG3WRA $V D UHVXOW RI WKHVH JUDQWY DQG SRWHQWLDO IXWXUH JUDQWYV
VKDUH EDVHG FRPSHQVDWLRQ H[SHQVHV LQ WKH IXWXUH 7KH DPRXQW RI W BH¥RXJ®H®WY
FRPSHQVDWLRQ FRVWV IRU FHUWDLQ VKDUH EDVHG FRPSHQVDWLRQ DZDUGV JUDQWHG LC
VWDWHPHQWY RI RSHUDWLRQV LQ DFFRUGD QFHK H H\IH @ X H VU B \D\HR DLW 1 & (ZHL W K V& IDW 18 & D
LQFUHDVHG RXU QHW ORVVHV DQG PD\ UHGXFH RXU QHW LQFRPH LQ WKH IXWXUH DQG D(
RZQHUVKLS LQWHUHVWV RI RXU VKDUHKROGH WY ZHQ® IOPXLGN. QWK K R\OFRRHSUHV RR | WRKKHU \BKEOW Hr B DN
DEOH WR DWWUDFW RU UHWDLQ NH\ SHUVRQQHO ZKR H[SHFW WR EH FRPSHQVDWHG E\ RS
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7KH UDWH DW ZKLFK ZH JDLQ UHJLVWHUHG XVHU DFFRXQWYVY PD\ GHFOLQH WKH QXPEHU R
XVHUV ZKLFK PD\ PDWHULIDE/W RXQGQBHBENGXYNMMAQWUWBREZWK UHVXOWY RI RSHUDWLRQV DQG IL

H KDG PLOOLRQ PLOOLRQ DQG PLOOLRQ UHJLVVDHGHG XV H Y SIHAARQOCR/EW U
UHJLVWHUHG XVHU DFFRXQWYV LQFUHDVHG®QERUHD VAL OLORR QH AHPSWHHV H Q W LDQWED| M B WRKEHHUU L G

PLOOLRQ UHSUHVHQWLQJ D LQWBHBYHPEPRE 'HFHPEHWWKR X JKH 2 H. @ FYHHDMHORH G D
UHJLVWHUHG XVHU DFFRXQWYV IRU WKH \HDU HQGHG 'HFHPEHU DV FRPSD URHGWRRWK

PLOOLRQ LQFUHDVH IRU WKH \HDU HQGHG 'HFHPEHU WKH UDWH DW ZKLFK ZH JI
'"HFHPEHU WRU WKH PRQWKYV HQGH®G QBFIKREMKHU GHFUHDVHG WR IRU WHK EH\® D
WKDW WKH JURZWK UDWH GHFOLQHG DV RXU WRWDO UHJLVWHUHG XVHU DFFRXQW EDVH F

7KH QXPEHU RI RXU PRQWKO\ DFWLYH XVHUV LQFUHDVHG E\ PLOOLRQ IURP PLO
UHSUHVHQWLQJ D JURZWK DQG IXUWKHU LQFUHDVHG WR PLOOLRQ DV RI '"HFHPEH
IURP IRU WKH \HDU HQGHMR'HFHREHWKH \HDU HQGHG 'HFHPEHU WKH LQFUHDVI
XVHUV IRU WKH \HDU HQGHG 'HFHPEHU HI[FHHGHG WKH [EHQJHDNHWRD W MWH MHDUR BW (
ODMWU LQFUHDVH LQ WKH QXPEHU RI PRQWKO\ DFWLYH XVHUV HYHQ WKRXJK ZH FRQWLQX'!

+RZHYH®AH PD\ IDLO WR DWWUDFW QHZ UHJLVWHUHG XVHU DFFRXQWYV DW D VLPLODU UL
IOXFWXDWH IURP WLPH WR WLPH ,I ZH DUH XQDEOH WR DWWUDFW QHZ UHJLVWHUHG XVH
RXU UHYHQXHV PD\ IDLO WR JURZ DQG RXU UHVXOMVY RI RSHUDWLRQV DQG ILQDQFLDO FR

:H PD\ QRW EH DEOH WR NHHS RXU XVHUV KLJKO\ HQJDJHG ZKLFK PD\ UHGXFHFRWXEXRRQH
SURILWDELOLW\ DQG SURVSHFWYV

2XU VXFFHVV GHSHQGV RQ RXU DELOLW\ WR PDLQWDLQ DQG JURZ RXU XVHU EDVH DQ(
FRPSHWLWLYH ZH PXVW FRQWLQXH WR LQQRYDWH RXU SURGXFWYV DQG VHUYLFHV LPSOF
RUGHU WR HQWLFH XVHUV WR XVH RXU SURGXFWYV DQG VHUYLFHV PRUH IUHTXHQWO\ DQG

7KH LQOWHUQHW LQGXVWU\ LV FKDUDFWHUL]JHG E\ FRQVWDQW FKDQJHV LQFOXGLQJ UL
LOQWURGXFWLRQV RI QHZ SURG XFW M @RHGRV HIHZ E B'G O\QMGUE R/QWDAIEDW GIP DY G SUDFWLFHYV

WR UHVSRQG WR WKHVHFRKDYGJEQ &R Q DPHRYWIMLY IDLOXUH WR GR VR PD\ FDXVH RXU XVI
UHVXOWYV Rl RSHUDWLRQV ZR X OIG& EWHRED WRU LHJO P 5 O GRXE YSHWIVG AXRDPRUH IXOO\ H[WHQG
FRPPXQLFDWLRQ VRFLDO SODWIRUPKD QG TXHDVODR MQ @K@ LIYEIUQ LRV\YWRFRI DQG YLGHR GDWD F
PD\ QRW VXFFHHG

%HFDXVH RI WKH YLUDO QDWXUH RI RQOLQH VRFLDO LQWHUDFWLRQV XVHUV PD\ OHD
GHFUHDVH LQ WKH QXPEHU RI DFWLYH << XVHUV PD\WRG®E 8 HVKRIFG D OHHFVR VR X BY @ § LIIAH B
ZKLFK PD\ LQ WXUQ UHGXFH RXU PRQHWL]DWLRQ RISIFRW R RXWLEXVDQE KD Y HQD © B WH ER

H FDQQRW DVVXUH \RX WKDW RXULSOB@WROU PS RISCO OIFUR @R RAKRIK VERR VERUN KW R XRIUH G W R
VDWLVIDFWLRQ LIVFXDWWLRXODHGBLF&LDY LQWHUQHW XVHUV LQ &KLQD PD\ QRW EH IDPLOL|
ZKLFK SURYLGHV UHDO WLPH YRLKEBY RVK[WVWRIGL FDOBR RIOUHHRQ ZRUG RI PRXWK UHIHUL
VHUYLFHV DQG WR H[SDQG RXU XVHU EDVH ,I ZH GHFLGH WR HQJDJH LQ PRUH FRQYHQWL
LQFUHDVH ZKLFK FRXOMFKWDRE@® RRUDGHWXIOWWRI RSHUDWLRQV )DLOXUHFWRYRDRIQIDM @ RC
RXU XVHUV KLJKO\ HQJDJHG ZRXQBFRD R XW LLIH/X\OMQ/G RQ HRITHA IDWHLCR QDM
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:H IDFH FRPSHWLWLRQ LQ VHYHUDO PDMRU DV SIHFWAL RH RR\R U ERWH XNWWHW V, IDDHG IDG Y HURV ER
DGYHUVHRON RXU EXVLQHVYVY ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

:H IDFH FRPSHWLWLRQ LQ VHYHUDO PDMRU DVSHFWV RI RXU EXVLQHVV SDUWLFXODU
DQG RQOLQH JDPHV 6RPH RI RXU FRPSHWLWRUV PD\ KDYH ORQJHU RSHUDWLQJ KLVWRULI
DQG LQ WXUQ PD\ KDYH DQ DGYDQWDJH LQ DWWUDFWLQJ DQG UHWDLQLQJ XVHUV DQG DG
ODWU XVHU EDVHV DQG PRUH HVWDEOLVKHG EUD QIGI M) PYHWOW OB HWDGR W& 8 LRID X \EHUDED\H
LQWHJUDWHG VRFLDO QHWZRUNLQJ LQWHUQHW FRPPXQLFDWLRQ RQOLQH JDPHV DQG RV

:H PD\ IDFH SRWHQWLDO FRPSHWLWLRQ IURP JOREDO RQOLQH VRFLDO QHWZRUNLQJ \
WKURXJK WKH IRUPDWLRQ RI DOOLDQFHV ZLWK RU DFTXLVLWLRQ RI 35& GRPHYDW L QQW!
FRPPXQLFDWLRQ VHUYLFH SURYLGHDQVM@WAKDLQW DIQWEF O0G3 QDIQLG DHHDNG LYJ LQWHUQDWLRQ
SURYLGHUV VXFK DV 6N\SH DUH H[SDQGLQJ LQ WKH &KLQD PDUNHW DQG VRPH RWKHU O
FRPPXQLFDWLRQ VHUYLFHV &RPSHWLWLRQ LQ WKH RQOLQH JDPH PHGLD PV SNHRDUQY BRKE

FRP 2XU FRPSHWLWRUV DOVR LQFOXGH RWKHU PDMRU SODWIRUPV WKDW KRVW RQOL
LQWHUQHW FRPSDQLHV WKDW SURYLGH YRLFH DQG YLGHR VHUYLFHV WR &KLQHVH LQWHU

.| ZH DUH QRIW FAYELOHMH ®\RFRPSHWH LQ DQ\ Rl RXU OLQHV RI EXVLQHVY RXU RYHUDOO X'
UHGXFH RXU SD\LQJ XVHUV RU PDNH XWDHEN DWWKUDF\GLWR WRHDGYBIG®ULW HREDO UHVRXU
SURPRWH RXU SURGXFWV DQG VHUYLFHV DQGHRFKRBG GIRIRYDHURRMW® G LQ Z HF DXUMGLDGE Ri
RXU FRPSHWLWRUV WKDW UHVXOW LQ QHJDWLYH SXEOLFLW\ WR XV VXFK GLVSXWHV UH.
OHDG WR UHGXFHG QXPEHU RI XVHUV DQG DGYHUWLVHUV $Q\ OHJDO SURFHHGLQJV RU PI
GLVUXSWLYH WR RXU RSHUDWLRQWWEGVBILRGUW RXU PDQDJHPHQW

2XU FRPSHWLWRUV PD\ XQLODWHUDOO\ GHBH®H & B \W XS W JF @XGHQUIDRRWVRE B BWXWB
RXU RSHUDWLRQV VXFK DV VHQGLQJ YLUXV OLNH SURJUDPV WR DWWDFN HOHPHQWV RI R
RXUVYHFWLYHO\ UHTXLULQJ XVHUV WR HLWKHU VWRS XVLQJ RXU FRPSHWLWRUV SURGXFW
H[DPSOH LQ D ZLGHO\ SXEOLFL]HG H\LW SPRPIS EQMAHBEORWRE WA DKKHLQDIK L QD RQH RI WKH
ZRXOG GLVDEOH LWV RZQ VRIWZDUH RQVFRPBEXAHUW WK DWKDEO\Q VI VO DOIA LIAVDYD W LY ORE |
ERWK RI WKHVH FRPSDIIQHP ENH RVIRLQY WH WDHRMXNGH UV KWW KID\Q LAHUB Rl | IDFKXQYROR D ®RE & & LR
RUGHUHG WKH SDUWLHY WR HQVXUH WKH FRPSDWLELOLW\ Rl WKH UHOHYDQW SURGXFWYV
RXU PDUNHW VK DIBIfF WQRIX D VEIUYDHOB DQG UHSXWDWLRBFW QRX P EWYUQBE 0V IDQO6 OFRADHUNRIQG

6SDPPHUV DQG PDOLFLRXMIBWSXOLHFDWLRRQWVLPMOD\FBII ZKLFK FRXOG UHGXFH RXU DELOLW\ WR
DIHFW RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

6SDPPHUV PD\ XVH XKWWHRS \DIEEE W@UWSW P PHVYVDJHV WHRFYWKXKVUNU 2 SHK PHDOQFPH $V D UHYV
SURGXFWY DQG VHUYLFHV OHVV, QY YDV QV IDFWNWKIHR LBIOWRS B WKHWY WA\SLFDOO\ FUHDWF
VSDP PHVVDJHV $OWKRXJK ZH DWWHPSW WR LGHQWLI\ DQG GHOHWH IBIFRRYGI\®V H O HLWDHD!
PHVVDJHV IURP RXU SODWIRUP LQ D WLPHO\ IDVKLRQ $Q\ VSIBIFML Q O IRXKW LE X WILHIWVIVR X IOGGL
RI RSHUDWLRQV
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7KH UHYHQXH PRGHO ZH DGRSW IRU RHFOIQMH IJBBPXV LRD\ XM WRJBRYHQJEPH SOD\HUWFXKRKH
EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

:H FXUUHQWO\ RSHUDWH VXEVWDQWLDOO\ DOO RI RXU RQOLQH JDPHV RQ << XVLQJ W
EXW KDYH WKH RSWLRQ RI SXUFKDVLQJ LQ JD RHKDLYHWID)H UNWPG DDGGL B[ S B F W WA HFRDRWL
RXU RQOLQH JDPH UHYHQXHV XVLQZMWRDV QRIWHEHX B FFRGC WR FREWYBNMH VXFFHVVIXOO\ LPS
DV ZH PD\ QRW EH DEOH WR GHYHORS RU REWDLQ WKH ULJKWV WR KRVW RQOLQH JDPHV \
VSHQW SOD\LQJ DQG WKH DPRXQW RI PRQH\ VSHQW RQ SXUFKDVLQJ LQ JDPH YLUWXDO LW
SUHIHUHQFHV DQG LQ JDPH FRQVXPMIWIREKXODWWHUQYXDO W HPIFOVAMRPBN RO EHW RGH WI
SD\LQJ XVHUV RU HQFRXUDJH H[LVWLQJ SD\LQJ XVHUV WR VSHQG PRUH RQ <<

,Q DGGLWLRQ 35& UHJXODWRUV KDYH EHHQ LPSOHPHQWLQJ UHJXODWLRQV GHVLJQHG
6HH ,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\ % %XVLQHVV 2YHUYLHZ 35& 5HJXODWLRQ $Q
UHYHQXH PRGHO WHKDI\R UG REU\QBWWIKDH PD\ EH YLHZHG E\ WKH 35& UHJXODWRUJM. QY IRIFB
WLPH ZH PD\ ORVH JDPH SOD\HUV ZKR PD\ FKRRVH WR SOD\ RQOLQH JDPHV IURP RWKHU ¢
Rl HQOWHUWDLQPHQW LQE®K G &QRIUWYULISGHRVLR®H\O R |

:H FDQQRW DVVXUH \RX WKDW WKH UHYHQXH PRGHO WKDW ZH KDYH DGRSWHG IRU DQ
QRW LQ WKH IXWXUH QHHG WR FKDQJH RXU UHYHQXH PRB H® REKD@W K R\GKXH K DY €@ B X HU IR RIS
JDPHV LI ZH EHOLHYH WKH H[LVWLQJ PRGHOV DUH QRW JHQHUDWLQJ DGHTXDWH UHYHQXF
LQFOXGLQJ GLVUXSWLRQV RI RXU RQOLQH JDPHV RSHUDWLRQV FULWLFLVP IURP JDPH SC
JDPH SOD\HUV DQG GHFUHDVH LQ WKH UHYHQXHV ZH JHQHUDWH IURP RXU RQOLQH JOPRAW
RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQYV

7KH UHYHQXH PRGHO IRU HDFK Rl << OXVLF DQG RXU PHPEHUVKH$FWURHBUDRLEK PBOBWXYH
PDWHULDOO\ DQFWGRXWEXOLOHVYV ILOQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLR

H RSHUDWH << OXVLF XVLQJ D YLUWXDO LWHPV EDVHG UHYHQXH PRGHO ZKHUHE\ << (
LQ FKDQQHO Y IHJWXDH JWMOHPMWHG DQG H[SHFW WR FRQWLQXH WR JHQHUDWH D VXEVWD
OXVLF KDV EHJXQ WR FRQWJIHE S\RH WDIQR QOQFIURBY VPR W\DODWHYHQXHY UHDFKLQJ RI RXL

+RZHYBAH PD\ QRW EH DEOH WR FRQWLQXH VXFFHVVIXOO\ LPSOHPHQWLQJ WKH YLUWXI
OHDYH << OXVLF DQG ZH PD\ EH XQDEOH WR DWWUDFW QHZ WDOHQWYV WKDW EULQJ LQ <<
YDULRXV DFWLYLWLHVY RQ RXU PXVLF FKDQQHOV DV ZHOO DV WKH DPRXQW RI PRQH\ VSHC

)XUWKHUPRUH XQGHU RXU FXUUHQW DUUDQJHPHQWYV ZLWK FHUWDLQ SRSXODU SHUIR
IURP WKH VDOHV RI LQ FKDIXWHB Y QUWKKHD OXMNKHM RWKk DPRXQW ZH SD\ WR WKHVH PXVLF
ZH PD\ IDLO WR UHDFK PXWXDOO\ DFFHSWDEOH WHUPV ZLW K FI \RXHF WHW R Q/X K I¥ VRIU DFUDDOVH
RZQHUV WR OHDYH RXU SODWIRUP ,Q DGISUMQARQ< DN VILFHSFHUUR b DAMUOA DQSIL RQ KWW L) R RF
XVHUV GHFLGH WR DFFHVV RQOLHURRBQERHRXW \FROUWAHOWRRIUF KOMQHD FRPISHWLWRUV RXU F
DIHFWHG
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,Q RXU PHPEHUVKLS SURJUDP XVHUV SD\ D IODW PRQWKO\ VXEVFULSWLRQ IHH LQ RU(
SULYLOHJHV DQG HQKDQFHG IHDWXUHV RQ RXU FKDQQHOV LQFOXGLQJ DGGLWLRQDO YLG
9,3 DYDWDUV 938 JLRIWWRDEE 9, 3HHPARYHLFRWNG :PHPEHUVKLS VXEVFULSWLRQABHRQRILED %
'"HFHPEHU +ZRZARDMQ@RW EH DEOH WR IXUWKHU EXLOG RU PDLQWDLQ RXU PHPEHUVKI
FRQWLQXH WR SURYLGH LQQRYDWLYH SURGXFWYV DQG VHUYLFHV WKDW DUH DWWUDFWLY}
SURJUDP LV ORZHU WKDQ WKDW IRU RXU RQOLQH JDPHV DQG << OXVLF ,Q WKH \HDU HQGI
SURJUDP ZDV 50% DV FRPSDUHG WR 50% IRU RXU RQOLQH JDPHV DQG 50% IRU << 0X

:H XVH WKLUG SDUW\ VHUYLFHY DQG WHFKQRORJLHYVY LQ FRQQHFWLRQ ZLWK RXU EXVLQH)
FRXOG UHVXOW LQ DGYHUVH SXEOLFLW\ DQG D VORZGRZQ LQ WKHHIFVWM RXK EXRXQHYWHD (¢
RSHUDWLRQV

2XU EXVLQHVV GHSHQGV XSRQ & WHOLIAM VRWKY ISWHAL WK WKLUG SDUWLHV 6XEVWDQW
WKURXJK DJUHHPHQWY HQWHUHG LQWR ZLWK YDULRXV W KH R SDRMW K D8N HIRQLUVWEIU B FR]
H[FOXVLYH DUUDQJHPHQWYV ZLWK WKHVH DJHQFLHY DQG WKH\ PD\ HOHFW WR GLUHFW EX\
HQKDQFH RXU EXVLQHVV UHODWLRQVKLSV ZLWK WHY VHRPKDL DR 8D RW DG G ¥ H WW VM UY J DG |
PD\ EH PDWHULDOONHF@QHB®GYHUVHO\ DI

$ VLIQLILFDQW S$6UWH RIQORKIHR XU JHQHUDWHG IURPIRRP L<XHOXIVR RV, | DAHG DLUGH X B D ¥ DG
WR KRVW SRSXODU RQOLQH JDPHV RU SRSXODU LQ JDPH YLUWXDO LWHPV RU LI ZH DUH L
ZH FRXOG EH UHTXLUHG WR GHYRWH JUHDWHU UHVRXUFHV DQG WLPH WR REWDLQ KRVWL
PD\ EH LPSDFWHG )XUWKHUPRUH LI ZH DUH XQDEOH WR UHWDLQ RU DWWUDFW SRSXODU
WKHVH WDOHQWW KIXPERWVGRDMQUWRU SDUWLFLSDQWYV RXWHBPWHWEO WOVRI RS HEDO®QRQVRE
PDLQWDLQ PXWXDOO\ VDWLVIDFWRU\ FRRSHUDWLRQ DUUDQJHPHQWY ZLWK WKH SHUIRUP}
PD\ EH DGYHIFWHIB DR DGGLWLRQ VRPH WKLUG SDUW\ VRIWZDUH ZH XVH U@ RXW R B HRZDQW
VXFK VRIWZDUH BHRVEHV WR @RDWRQJHU PDNHV WKH VRIWZDUH SXEOLFO\ DYDLODEOH Zt
UHSODFHPHQW VRIWZDUH RU GHYHORS LW RQ RXU RZQ ,lI ZH DUH XQDEOH WR ILQG RU GF
RSHUDWLRQV PD\ERWHEYHUVHO\ DI

6RPH RI WKHHWHPE\RAIRXU SODWIRUP UXQ RQ D FRPSOH[ QHWZRUN Rl VHUYHUV ORFDW
DQG RXU RYHUDOO QHWZRUN UHOLHVY RQ EURDGE D QGHA BB BW PMKLIRQ & HSHRYG I6®IBHER QV WIKULE
PDLQWDLQHG DQG VHUYLFHV SURYLGHG E\ VXFK WKLUG SDUWLHV DUH YXOQHUDEOH WR G
IDLOXUH LQWHUUXSWLRQV DQG GRZQWLPH FDQ UHVXOW LQ DGYHUVH SXEOLFLW\ IRU RX!
XVHU DFFRXQWV DQG D GHFUHDVH LQ WKH QXPEHU RI RXU DFWLYH XVHUV ,I DQ\ Rl WKHYV
RSHUDWLRQV PD\ EH PDWIHFMDHG\ DQG DGYHUVHO\ DI

,Q DGGLWLRQ ZH VHOO D VLJQLILFDQW SRUWLRQ RI RXU SURGXFWYV DQG VHUYLFHV W
VA\VWHPWUVDURP VHFXULW\ EUHDFKHV XVHUV PD\ ORVH FRQILGHQFH LQ VXFK SD\PHQW V\V
UHVXOWY RI RSHUDWLRQV ZRXOG EH QHJDWLYHO\ LPSDFWHHGEGBAGKIH G 7KOHU WH IRXQIQ MQ FR 5 B S H
PDWHULDO DIHFWEYRHURNWHEXVLQHVYV

:H H[HUFLVH QR FRQWURO RYHU WKH WKLUG SDUWLHV ZLWK ZKRP ZH KDYH EXVLQHVYV
VHUY LHFEW HWHHQ\WPLQDWH WKHLU VHUYLFH RU DJUHHPHQWYV RU I&6UV¥RQWLFHX HOWHKIHILUUX B W Q E
LQFUHDVHG FRVWYV DQ\ RI ZKLFK PDMHRKW YRHQDR X DWEKWILLIM WV\Q G LDQDYHU WV FIRQGLWLRQ DQG
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6\VWHP IDLOXUH LQWHUUXSWLRQV DQG GRZQWLPH FDQ UHVXOW LQ DGYHUVH SXEOLFLW\
UHJLVWHUHG XVHU DFFRXQWY DQG D GHFUHDVH LQ WKH QXPEHU RI RXU DFWLYH XVHUV ,
UHVXOWYV RI RSHUDWLRQV PD\ HHFRDMWGHULDOO\ DQG DGYHUVHO\ DI

$OWKRXJIJK ZH VHHN WR UHGXFH WKH SRVVLELOLW\ RI GLVUXSWLRQV RU RWKHU RXWD:
VIVWHP VXFK DV PDOIXQFWLRQV LQ RXU VRIWZDUH RU RWKHU IDFLOLWLHY DQG QHWZRUI
WHOHFRPPXQLFDWLRQ IDLOXUHV SRZHU ORVV FRPSXWHU DWWDFNV RU MLKXYH \H [ $BDWIMHK
IDLOXUHVY LQFOXGLQJ D SDUWLDO V\VWHP RXWDJH LQ FDXVHG E\ KDFNHUV KLUHG E\ I
RXU URXWLQJ VA\VWHP 7KRVH UHVSRQVLEOH ZHUH VXEVHTXHQWO\ IRXQG JXLOW\ DQG SH(
PRUHLGFIXIOW IRU VLPLODU DWWDFNV WR VXFFHHG LQ WKH IXWXUH EXW ZH FDQQRW DVVXL
IXOO\ UHGXQGDQW DQG RXU GLVDMVAWHQWHRBYHIQ S§GBHQYX@PDLWIQHRW "HXISLWH DQ\ SUHFD
RU RWKHU XQDQWLFLSDWHG SUREOHPV DW RXU KRVWLQJ IDFLOLWLHY FRXOG UHVXOW LQ
WKH DELOLW\ RI RXU XVHUV WR XVH RXU SURGXFWY DQG VHUYLFHY FRXOG UHGXFH RXU I
WR VHHN DOWHUQDWLYH IRUPV RI RQOLQH VRFLDO LOWHUDFWLRQV

2XU VHUYHUV WKDW SURFHVV XVHU SD\PHQWYV H[SHULHQFH VIRIFMW RXZUQELPFP® GRQQ5 WKHJ
UHOLDELOLW\ RI RXU VI\VWHPV $Q\ VFKHGXOHG RU XQVFKHGXOHG LQWHUUXSWLRQ LQ WK
VXEVWDQWLDO ORVV RI UHYHQXHV

$OPRVW DOO LQWHUQHW DFFHVV LQ &KLQD LV PDLQWDLQHG WKURXJK VWDWH RZ QG
XVH D OLPLWHG QXPEHU Rl WHOHFRPPXQLFDWLRQ VHUYLFH SURYLGHUV WR SURYLGH XV
LOQOWHUQHW GDWD FHQWHUV WR KRVW RXU VHUYHUV ,QWHUQHW GDWD FHQWHUV LQ &KLQ
QHWZRUNV DQG DUH OHDVHG WR YDULRXV FXVWRPHUV WKURXJK WKLUG SDUW\ DJHQWV 7
ZLWK HQG FXVWRPHUV KDQGOH FXVWRPHU LQWHUDFWLRQV DQG PDQDJH WKH GDWD FHQ\
DJUHHPHQWYV ZLWK PXOW LLSAOKH WKKH. BIGS DRWWR @ RFH QRXW EXVLQHVYV ZH PD\ EH UHTXLUHG WF
DQG LQIUDVWUXFWXUH WR NHHSRS RLW B HER/H W B ¥ LDHDG/ L Q F WH.LDV L Q JHX M BIQ QRWY B O V XRUH R R
WHOHFRPPXQLFDWLRQV SURYLGHUV ZKRVH QHWZRUNV ZH OHDVH RU WKH WKLUG SDUW\ D
IRU PRUH EDQGZLGWK RU XSJUDGHG LQIUDVWUXFWXUH RU QHWZRUN RU WKDW WKH LQWt
VXSSRUW WKH GHPDQGYV DVVRFLDWHG ZLWK WKH FRQWLQXHG JURZWK LQ RXU LQWHUQHW

2XU XVHUV PD\ XVH RXU SURGXFWV RU VHUYLFHV IRU FULWLFDO WUDQVDFWLRQV DQG
IDLOXUHY FRXOG UHVXOW LQ GDPDJH WR VXFK XVHUV EXVLQHVVHV 7KHVH XVHUV FRXOG
RI FODLP OLNHO\ ZRXOG EH WLPH FRQVXPLQJ DQG FRVWO\ IRU XV WR DGGUHVV

:H KDYH OLPLWHG FRQWURO RYHU WKH SULFHV RI WKH VHUYLFHVY SURYLGHG E\ WHOH
QHWZRUNV RU VHUYLFHV ,I WKH SULFHV ZH SD\ IRU WHOHRRRBPXIQPLXOW VRQ VRE @ G DLV MRHU/C
DGYHUMHONHG )XUWKHUPRUH LI LQWHWQW R/ IDFWHWVYQ HMH X VRHUL R R B H G HAEK@HQ R XUQ XSV R X UWENX
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7KH UHVSHFWLYH QXPEHU RI RXU UHJLVWHUHG XVHU DFFRXQWY DFWLYH XVHUV SD\LQJ

UHJLVWHU WR XVH RXU SURGXFWYV DQG VHUYLFHVY ORJ RQ WR << &0LHQW SXUFKDVH YLU
UHVSHFWQGHPD\ WKHUHIRUH OHDG WR DQ LODFFXUDWH LQWHUSUHWDWLRQ RI RXU DYHUD
PDQDJHPHQW DQG E\ LQWHHFWVBRGYHOWGVHRAVDIGHFLVLRQVY RQ WKH DPRXQW VSHQW RQ DGY

:H GR QRW RSHUDWH RXU SODWIRUP RQ D UHDO QDPH EDVLV DQG WKHUHIRUH ZH FDQ
UHJLVWHUHG XVHU DFFRXQWYV DFWLYH XVAD®F)XODMH KN BWD LD B SHYDW HQYLRHWB UMV L Q
XVHU DFFRXQWY LV WKH FXPXODWLYH QXPEHU RI XVHU DFFRXQWY DW WKH HQG RI WKH U
QXPEHU RI DFWLYH XVHUV LV WKH FXPXODWLYH QXPEHU RI XVHU DFFRXQWY DW WKH HQG
UHOHYDQW SHULRG F WKH QXPEHU RI SD\LQJ XVHUV LV WKH FXPXODWLYH QXPEHU RI Ut
VHUYLFHV RQ RXU SODWIRUP DW OHDVW RQFH GXULQJ WKH UHOHYDQW SHULRG DQG G
DGGUHVVHV IRU WKH UHOHYDQW SHULRG ZLWK HD FK H3DFGWXWDHV § XFREHUNR Q X @LVT B HWHG G N1
ORZHU WKDQ WKDW RI UHJLVWHUHG XVHU DFFRXQWYV DFWLYH XRHUWKSBH S U AMHUVUBIQE
LQGLYLGXDO XVHU PD\ UHJLVWHU PRUH WKDQ RQFH DQG WKHUHIRUH KDYH PRUH WKDQ R(
D XVHU PD\ D FUHDWH VHSDUDWH DFFRXQWV IRU FRP P X HWHQ) & ISA-HMARIUDG WM I/ YL BVQ 8 VO
KLV RU KHU RULJLQDO << &OLHQW XVHUQDPH RU SDVVZRUG KH RU VKH FDQ VLPSO\ UHJL"
UHJLVWUDWLRQ DFWLYLWLHV VXFK DV WKH FUHDWLRQ RI D VLIJQLILFDQW QXPEHU RI LPSLU
SROLFLHV LQFOXGLQJ IRU WKH SXUSRVH RI FORJJL G JERNOL HHWERDW RAR SR \RW MIKIHY DB F\§
VSHFLILF SXUSRVHV VXFK DV WR LQFUHDVH WKH QXPEHU RI YRWHV IRU FHUWDLQ SHUIRU!
DFWLYH XVHUV GR QRW H[FOXGH XVHU H RPRXQWLP EW H BWHG O R W \VW RKY ®XOUSPWHY RU FRQIL
WKH XVHU UHJLVWUDWLRQ SURFHVV WR DVFHUWDLQ ZKHWKHU D QHZ XVHU DFFRXQW FUH
7KLUG HDFK LQGLYLGXDO XVHU PD\ DFFHVV 'XRZDQ FRP IURP PRUH WKDQ RQH ,3 DGGUHV
XQLTXH YLVLWRUV FRXQW HDFK QHZ ,3 DGGUHVV IXWH® \E\ X0 T IYY. VG WIRQ ZRK OXR EB QF R R
FRXQWHG DV D XQLTXH YLVLWRU WKUHH WLPHV I KRPRUF R ROV FRPEN® HYURZQQ PRELORF
QXPEHU Rl RXU UHJLVWHUHG XVHU DFFRXQWV DFWLYH XVHUV SD\LQJ XVHUV DQG XQLTX
SODWIRUP VLJQ RQWR << &0LHQW SXUFKDVH YLUWXDO LWHPV RU RWKHU SURGXFWV DQ(
LQDFFXUDWH LQWHUSUHWDWLRQ RI RXU DYHUDJH UHYHQXH SHU SD\LQJ XVHU PHWULF

,Q DGGLWLRQ ZH PD\ EH XQDEOH WR WUDFN ZKHWKHU ZH DUH VXFFHVVIXOO\ FRQYHU"
QXPEHU RI XQLTXH LQGLYLGXDOV RU RSHUDWH RXU SODWIRUP RQ D UHDO QDPH EDVLV I
RU XQLTXH YLVLWRUV LV ORZHU WKDQ WKH DFWXDO JURZWK LQ WKH QXPEHU RI XQLTXH L
OHYHO V®EOBYRRXU EXVLQHVV PD\ QRW JURZ DV TXLFNO\ DV ZH H[SHFW DQG DGYHUWLYV
KDUP RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV ,Q DGGLWL
RXU PDQDJHPHQW DQG E\ LOQYHVWRUV ZKLFKFRDR DO EX \PIDQWHHYWYLD Q G \UHYX MW Y HRU VRSGH\UDIW

,] ZH DUH XQDEOH WR VXFFHVVIXOO\ FDSWXUH DQG UHWDLQ WKH JURZLQJ QXPEHU RI XVH
ORELOHRXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWFRHBSHUDWLRQV PD\ EH PD\

<< LV QRZ DYDLODEOH WR XVHUV IURP SHUVRQDO FRPSXWHUV RU 3&V DV ZHOO DV P
WKURXJK OREROH[DPLSOH WKH PRQWKO\ DFWLYDWLRQ RI ORELOH << LQFUHDVHG IURP |
GRHVY QRW UHTXLUH XVHUV WR ORJ LQ WR WKHLU XV HHKHUMHRFR QW NVWHRI SWH IIRVUW D € RHW DBX
XVHU DFFRXQWYVY WR DFFHVV IHDWXUHV WKDW LQYROYH DFWLYH XVHU SDUWLFts DML RBS R
HOHPHQW RI RXU VWUDWHJI\ LV WR FRQWLQXH WR IXUWKHU GHYHORS HQKDQFHG IHDWXUF
LQWHUQHW VHUYLFHYV VXFK DV RXUV WKURXJK PRELOH GHYLFHV
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$V QHZ ODSWRSV PRELOH GHYLFHV DQG RSHUDWLQURXOW HVPFR DWHGHER QW R X C5QUMQR\E ©HHLE
YHUVLRQV RI RXU SURGXFWYV DQG VHUYLFHV IRU XVH RQ WKHVH GHYLFHV DQG RSHUDWLQ
PDLOQWDLQ WKHVH VHUYLFHVY 'HYLFHV SURYLGLQJ DFFHVV WR RXU SURGXFWV DQG VHUYL
PDQXIDFWXULQJ RU VHOOLQJ WKHVH GHYLFHV ZRXOG DOZD\V HQVXUH WKDW WKHLU GHYL
FROQQHFWLRQ EHWZHHQ WKHVH GHYLFHVY DQG RXU SURGXFWYV DQG VHUYLFHV PD\ UHVXOW
PDWHULDO DIHFWOWRMHBXH HIQDQFLDO UHVXOWY ,Q DGGLWLRQ WKH ORZHU UHVROXWLRQ
RI RXU SURGXFWY DQG VHUYLFHW RAKOUWRXDIKGYWKK GFHUVMAHRWW P RIMRBUISURGXFWY DQG VHUY
XVHUV ODQXIDFWXUHUV RU GLVWULEXWRUV PD\ HYWDEOLVK XQLTXH WHFKQLFDO VWDQGI
GHYLFHV )XUWKHUPRUH QHZ VRFLDE ZRDMKI PWMHVVEBHNVNHUFDRPOY PDNBWHG WR IXQFWLRQ
SODWIRUP WKDW ZDV RULJLQDOO\ GHVLJQHG WR EH DFFHVI\HHFG/ LYRP\3REYQ FREG OB FXH Q@ HEZHF

$OWKRXJK ZH FXUUHQWO\ GR QRW PIRQ@ZHWD UHH OREDLBOHH<W R @ WQY\UDFW DQG UHWBILUY WRKL
DUH VORZHU WKDQ RXU FRPSHWLWRUV LQ GHYHORSLQJ DWWUDFWLYH VHUYLFHV DGDSWD
LPSRUWDQW SRUWLRQ Rl WKH PDUNHW RU PD\ ORVH H[LVWLQJ XVHUV ,Q DGGLWLRQ HYH
DEOH WR VXFFHVVIXOO\ PRQHWL]H WKHP LQ WKH IXWXUH )RU H[DPSOH EHFDXVH Rl WKH
FRPSDUHG WR 3&V ZH PD\ QRW EH DEOH WR SURYLGH DV PDQ\ NLQGV RI YLUWXDO LWHPV
SRWHQWLDO RIQIREGAM KRQ IRU WKH EHQHILW RI XVHU H[SHULHQFH ZH GR QRW FXUUHQ"
<< :H EHOLHYH WKDW DGYHUWLVLQJ RQ ORELOH << PD\ FOXWWHU WKH XVHU LQWHUIDFH C
PD\ DOVR OLRP<{W DREQOWM\ WR JHQHUDWH UHYHQXHV $Q\ Rl WKHRW RRY R XRD E XDLYGHN \P DIW®II
RI RSHUDWLRQV

*URZWK LQ WKH XVHKHURRXWUHDELOLW\ WR PRQHWL]H LV XQSURYHQ DV D VXEV\W.RKWR KU
UHYHQXHV DQG ILQDQFLDO UHVXOWYV

$OWKRXJK ZH EHOLHYH XVHUV DUH XQOLNHO\ WR PLJUDWH WR ORELOH << DQG FHDVH
<< SODWIRUP WKURXJK 3&V ZH FDQQRW DVVXUH \RX WKDW WKH LQFUHDVLQJ XVDJH RI OR
3&V $OWKRXJK ZH GR QRW FXUUHDWDYXHF BOBQYY]W R PRI@HNVLIH LW E\ \EKKOVOZ B JF D RWWRXD B QL
SODQV ZLOO EH FRPPHUFLDOO\ VXFFHVVIXO ZKHQ ZH ODXQFK WKHP LQ DVXG® UKXWXMLHQ LI ZF
XVHUV PLJUDWH WR ORELOH << DV D VXEVWLWXWH IRU DFFHVVLQJ WKH << SODWIRUP WKL
QHIJDWULMAWHDI

&RQFHUQV DERXW FROOHFWLRQ DQG XVH RI SHUVRQDO GDWD FRXOG GDPDJH RXU UHSXW
ZKLFK FRXOG OHDG WR ORZHU DGYHUMMHWQ@RHIWHYHQXHV RU ORZHU ,9

&RQFHUQV DERXW RXU SUDFWLFHV ZLWK UHJDUG WR WKH FROOHFWLRQ XVH RU GLVF
FRXOG GDPDJH RXU UHSXWDWLRGIN G/ WEIHBWWIDQRIIDUHFKQWVWVD QG SURWHFWLRQ IRU DQ\ Lt
SROLFAWKRXW RXU XVHUV SULRU FRQVHQW ZH ZLOO QRW SURYLGH DQKIROHRXH X WHUWWY HS\
RXU SULYDF\ JXLGHOLQHY DV ZHOO DV DOO DSSOLFDEOH GDWD SURWHFWLRQ ODZV DQG |
DFWLRQV DJDLQVW XV E\ JRYHUQPHQW HQWLWLHV RU RWKHUV DQG FRXOG GDPDJH RXU L
UHIJXODWRU\ RU XVHU FRQFHUQV DERXW WKH H[WHQW WR ZKLFK SHUVRQDIHEW®I|RX B DDAELLRX
FHUWDLQ GDWD ZLWK DGYHUWLVHUV JHRHF®& BOY BUWLW LFKHU W B RE PHWWKRER XRV WEBH VHFXL
JHQHUDO LQWHUQHW XVDJH ZKLFK FRXOG OHDG WR ORZHU UHJLVWHUHG DFWLYH RU SD\
UHTXLUH UHDO QDRH &6IUHQWUWOWHIRQ WRKH JURZWK RI RXU XVHU QXPEHUV PD\ VORZ DQG
EH DGYHIHFNMOHAGI6HH 5LVNV 5HODWHG WR 2XU &RUSRDDWH b @ MHFENHIED \H DIVMDIGH 2 R IIOEHX V/ §
FKDQJHV LQ 35& UHJXODWLRQV RI LQWHUQHW EXVLQHVYVY DQG FRPSDQLHV $ VLIJQLILFDQ\
DGYHUWLVLQJ UHYHE QUQHMWHRNHIVR ZHKW FEB FRXOG KD YHHF I/ ROWRDUL EGVOLQE VG YIHQDI HIDO FRQ
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7KH VHFXULW\ RI RSHUDWLRQWKRIU®G G® UMWHN VR QIODQHHESDEPHQW SODWIRRPW VW R Q KRDMH BPOM. B

&XUUHDMWOHOO DIBOWR RXU XW/HUV WKURXJK WKLUG SDUW\ RQOLQH SD\PHQW V\VWHPV
UHYHQXHV ZHUH $6H UL HHSHIFMRRVODW DQ LQFUHDVLQJ DPRXQW RI RXU VDOHV ZLOO EH FRC
SD\PHQW V\VWHPV ,Q DOO WKHVH RQOLQH SD\PHQW WUDQVDFWLRQV VHFXUHG WUDQVPL
LQIRUPDWLRQ RYHU SXEOLF QHWZRUNV LV HVVHQWLDO WR PDLQWDLQ FRQVXPHU FRQILG!

:H GR QRW KDYH FRQWURO RYHU WKH VHFXULW\ PHDVXUHV RI RXU WKLUG SDUW\ RQO
XVH FRXOG H[SRVH XV WR OLWLJDWLRQ DQG SRVVLEOH OLDELOLW\ IRU IDLOLQJ WR VHFX'
UHSXWDWLRQ DQG WKH SHUFHLYHG VHFXULW\ RI DOO RI WKH RQOLQH SD\PHQW V\VWHPV
RFFXWHUV FRQFHUQHG DERXW WKH VHFXULW\ Rl WKHLU RQOLQH ILQDQFLDO WUDQVDFWL
GLG QRW LQYROYH SD\PHQW V\VWHPV RU PHWKRGV XVHG E\ XV ,Q DGGLWLRQ WKHUH PD
SD\PHQW V\VWHPV ,I DQ\ Rl WKH DERYH ZHUH WR RFFXU DQG GDPDJH RXU UHSXWDWLRQ
SD\LQJ XVHUV DQG XVHUV PD\ EH GL\WBRXKDB K G DV KM % bil (ORMVDREYPRXRINEKNL Q HV V

,Q DGGLWLRQ WKHUH DUH FXUUHQWO\ RQO\ D OLPLWHG QXPEHU RI WKLUG SDUW\ RQC(C
VLIQLILFDQWO\ LQFUHDVHHVXWH IRRUX W IQQUDWHK HLIKIHS FWIHOQ W VAVWHPY IRU RXU YLUWXDO LW
PDWHULDOO\ DIHFWHBE®HUVHO\ DI

2XU FRUH YDOXHV RI IRFXVLQJ RQ XVHU H[SHULHQFH DQG VDWLVIDFWLRQ ILUVW DQG DFW
EXVLQHVV DQG DOVR QHJDWLYHO\ LPSDFW RXU UHODWLRQVKLSVY ZLWK DGYHUWLVHUV RL

2QH RI RXU FRUH YDOXHV LV WR IRFXV RQ XVHU H[SHULHQFH DQG VDWLVIDFWLRQ ZKlI
RI RXU FRPSDQ\ DQG RXU VKDUHKROGHUV 7KHUHIRUH ZH KDYH PDGH DQG PD\ PDNH LQ '
EHQHILW RXU XVHUV HYHQ LI RXU GHFLVLRQ QHJDWLYHO\ LPSDFWV RXU RSHUDWLQJ UHV
XQLQWHUUXSWHG HQWHUWDLQPHQW RSWLRQV ZH GR QRW SODFH VHFWVYLRR QR DHUIHUML
WHUP ZH EHOLHYH LW HQDEOHV XV WR SURYLGH KLJKHU TXDOLW\ XVHU H[SHUH KYFH EQ\
FUHDWH EHWWHU PRQHWL]LQJ SRWHQWLDO LQ WKH ORQJ WHUP ,Q DGGLWLRQ WKLV SKL
DGYHUWLVHUV RU RWKHU WKLUG SDUWLHV DQG PD\ QRW UHVXOW LQ WKH ORQJ WHUP EH
EH KDUPHG

7UDGHPDUNYVY UHJLVWHUHG LOQWHUQHW VHDUFK HQJLQH NH\ZRUGV SXUFKDVHG DQG GRPD
RU ZHEVLWHYV FRXOG FDXVH FRQIXVLRQ WR RXU XVHUV GLYHUW RQOLQH FXVWRPHUV DZCL

&RPSHWLWRUV DQG RWKHU WKLUG SDUWLHV PD\ SXUFKDVH D WUDGHPDUNV WKDW Dl
EUDQGV RU ZHEVLWHVY LQ LQWHUQHW VHDUFK HQJLQH DGYHUWLVLQJ SURJUDPV DQG LQ W
SRWHQWLDO FXVWRPHUV IURP XV WR WKHLU ZHEVLWHWX®WH Y, H @ W LDQUH VX B 0D W\R KRUHY F
FRPSHWLWRUV DQG RWKHU WKLUG SDUWLHV PD\ FRQWLQXH WR GULYH SRWHQWLDIHQQIOt
SODWIRUPV ZKLFK FRXOG KDUP RXU UHSXWDWLRQ DQG FDXVH XV WR ORVH UHYHQXH
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:H PD\ EH KHOG OLDEOH IRU LQIRUPDWLRQ RU FRQWHQW GLVSOD\HG RQ UHWULHYHG IUR
LPSRVH OHJDO VDQFWLRQV RQ XV LQFOXGLQJ LQ VHULRXV FDVHV VXVSHQGLQJ RU UHYF

2XU ULFK FRPPXQLFDWLRQ VRFLDO SODWIRUP HQDEOHV XVHUV WR H[FKDQJH LQIRUPD
HQJDJH LQ YDULRXV RWKHU RXOLRGIDIMAW UPLGRHY QR WHTXLUH UHDO QDPH UHJLVWUDWI
FRPPXQLFDWLRQV RQ RXU SODWIRUP LV FRQGXFWHG LQ UHDO WLPH ZH DUH XQDEOH WR
E\ XVHUV EHIRUH WKH\ DUH SRVWHG 7KHUHIRUH LW LV SRVVLEOH WKDW XVHUV PD\ HQJL
SXEOLVKLQJ RI LQDSSURSULDWH RU LOOHJDO FRQWHQW WKDW PD\ EH GHHPHG XQODZIXC
GHHPHG LOOHJDO REWRHRIHDBS URFWICONLP WLFHQVHY DQG WKLUG SDUW\ FRQVHQWYV KDYH
GHIDPDWLRQ OLEHO QHJOLJHQFH FRS\ULJKW SDWHQW RU WUDGHPDUN LQIULQJHPHQW
RI WKH LQIRUPDWLRQ GHOLYHUHG RQ RU RWKHUZLVH DFFHVVHG WKURXJK RXU SODWIRUP
SODFHG E\ WKLUG SDUWLHV RQ RXU SODWIRUP DQG PD\ EHDWXYRMVPEW IWR1 \OLLPDLOOL WAQIRW
LQIULQJHPHQW IUDXG DQG RWKHU FODLPV EDVHG RQ WKH QDWXUH DQG FRQWHQW RI Wk
SODWIRUP 'HIHQGLQJ DQ\ VXFK DFWLRQV FRXOG EH FRVWO\ DQG LQYROYH VLJQLILFDQW
WKDW ZH KDYH QRW DGHTXDWHO\ PDQDJHG WKH FRQWHQW RQ RXU SODWIRUP 35& DXWKF
UHYRNLQJ WKH OLFHQVHV QHFHVVDU\ WR RSHUDWH RXU SODWIRUP 6HH ,WHP ,QIRUPD
BHFXULW\ DQG &HQVRUVKLS DQG ,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\ % %XVLQHVV 2

:H PD\ EH VXEMHFW WR LQWHOOHFWXDO SURSHUW\ LQIULQJHPHQW FODLPV RU RWKHU DO
ILQHVY UHPRYDO RI UHOHYDQW FRQWHQW IURP RXU ZHEVLWH RU VHHNLQJ OLFHQVH DUUD

7KLUG SDUW\ RZQHUV RU ULJKW KROGHUV RI WHFKQRORJ\ SDWHQWY FRS\ULJKWV WL
LQIULQJHPHQW RU RWKHU FODLPV DJDLQVW XV ,Q DGGLWLRQ FRQWHQW JHQHUDWHG WK
UHJDUGLQJ FRQWHQW RZQHUVRIUS HY D PLSOOMH @ ® HFFRNODED IBBR FRBWU LIJKW LQIULQJHPHQW FO
PDGH DFFHVVLEOH RQ << @XVEK ®RY ORXQOHKRPULQJ D IXQFWLRQ WKDW DOORZV XVHUV Wi
XVHUV SHUIRUPHDQFEWNWHG DSSUR[LPDWHO\ DQG DQGRI RXWHY S WRBHIH@KHER UQ HQ W O
GHULYH DQ\ UHYHQXHV IURP 6RXQG 6KDULQJ

7KH YDOHGIRMAFHDELOLW\ DQG VFRSH Rl SURWHFWLRQ RI LQWHOOHFWXDO SURSHUW\ L
HYROYLQJ $V ZH IDFH LQFUHDVLQJ FRPSHWLWLRQ DQG DV OLWLJDWLRQ EHFRPHV D PRUF}
VXEMHFW RI LQWHOOHFWXDO SURSHUW\ LQIULQJHPHQW FODLPV 8QGHU UHOHYDQW 35& C
XSORDG ZRUNV RU OLQNV WR RWKHU VHUYLFHV RU FRQWHQW FRXOG EH KHOG OLDEOH IR
RQOLQH VHUYLFH SURYLGHU NQRZV RU VKRXOG UHDVRQDEO\ KDYH NQRZQ WKDW WKH UH(
DQG WKH SURYLGHU UHDOL]JHVY HFRQRPLF EHQHILW W KHRIFHH WORPKH LEDH B IQOB B P HQ W QD B WILG' D W.K
RQOLQH VHUYLFH SURYLGHU WR EH OLDEOH IRU WKH FRS\ULJKWHG FRQW N8 WYSIRWW B KLEK
WKH VHUYLFH ZH SURYLGH WKURXJK WKH B& X/QIGH6RKWKHQJKIXQE WWRQRRQ BNRRIZOH &EH WKH
SUDFWLFH ZKLFK SURYLGHV FOHDU JXLGDQFH DV WR ZKHWKHU D UHDO WLPH RQOLQH SOI
SHUIRUPDQFHV Rl FRS\ULJKWHG FRQWHQW E\ RXU XVHUV 6HH ,WHP ,QIRUPDWLRQ RQ \
5LIKWV
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:H DUH LQ WKH SURFHVYVY RI LPSOHPHQWLQJ SURFHGXUHV WR UHGXFH WKH OLNHOLKRI
WKH SURSHU OLFHQVHV RU QHFHVVDU\ WKLUG SDUW\ FRQVHQWYV VXFK SURFHGXUHV LQF(
ZRXOG QRW SHUIRUP RU XSORDG FRS\ULJKWHG FRQWHQW ZLWKRXW SURSHU DXWKRUL]DW
+RZHYWWKHVH SURFHGXIKHHFWPDN QRWSEHYHHIQWLQJ XQDXWKRUL]JHG SRVWLQJ RU XVH RI FRS\
WKLUG SDUW\ ULJXYWAK BENRIRZOEBIGOPHQWY DQG DJUHHPHQWY E\ SHUIRUPHUVY FKDQQHO
QHYHUWKHOHVYV ILOH FODLPV RI FRS\ULJKW LQIULQJHPHQW DJDLQVW XV )XUWKHUPRUH
FRS\ULJKWV RI WKLUG SDUWLHV RQ RXU SODWIRUP PIODR @ R WWEKH K DAK.FOR WHUW RHID BOGHD EIOD'
SHUIRUPHUY DQG FKDQQHO RZQHUV PD\ QRW KDYH UHVRXUFHV WR IXOO\ LQGHPQLI\ XV L
DUUDQJHPHQWY LQ WKH IRUP RI GLUHFW RU LQGLUHFW HPSOR\PHQW DJUHHPHQWYV ZLWK
FDQQRW DVVXUH \RX WKDW 35& FRXUWYV ZLOO QRW YLHZ WKHVH VLQJHUV SHUIRUPHUYV RI
DFWLYLWLHY RQ RXU SODWIRUP DQG WKH FRQWHQW WKH\ XSORDG RU RWKHUZLVH PDNH [
FROQWHQW RQ RXU SODWIRUP DQG KROG XV GLUHFWO\ OLDEOHO \RRXW KEX WL RAINM- GIJSPE QW
WKHVH SURFHGXUHYVY DQG REWDLQLQJ DXWKRUL]DWLRQ DQG OLFHQVHV IRU WKH JURZLQJ
HIHFWV RQ RXU UHVXOWY RI RSHUDWLRQV

$OWKRXIK ZH KDYH QRW EHHQ VXEMHFW WR FODLPV RU ODZVXLWVY RXWVLGH &KLQD Z
LQ RWKHU MXULVGLFWLRQV VXFK DV WKH 8QLWHG 6WDWHV E\ YLUWXH RI RXU $'6V EHLQ
8QLWHG 6WDWHYVY DQG RWKHU MXULVGLFWLRQV WKH SHUIRUPDQFH RI VRQJVY DQG RWKHU
RXWVLGH &KLQD LQFOXGLQJ WKH 8QLWHG 6WDWHV WKH RZQHUVKLS RI RXU $'6V E\ LQYH
RI' ' RUHLJQ ODZ E\ IRUHLJQ FRXUWY RU RWKHUZLXH PO} BEGLWRR B G DVRDL X B 6 DRVAH\GOW VWN

.l DQ LQIULQJHPHQW FODLP EURXJKW DJDLQVW XV LQ &KLQD WKH 8QLWHG 6WDWHV R
VWDWXWRU\ SHQDOWLHY RU RWKHU GDPDJHV DQG ILQHV UHPRYH UHOHYDQW FRQWHQW I
FRPPHUFLDOO\ UHDVRQDEOH WHUPV RU DW DOO /LWLJDWLRQ RU RWKHU FODLPV DJIBE®@VI
DELOLW\ WR DWWUDFW DQG UHWDLQ XVHUV LQFOXGLQJ FKDQQHO RZQHKWNW WLKRKHHIRSRQDG
SODWIRUP DQG WKHUHIRUH RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ UHFAX®® YV Rl RSHUD'

:H PD\ QRW EH DEOH WR VXFFHVVIXOO\ KDOW WKH RSHUDWLRQV RI SODWIRUPV WKDW DJ.
RU FRS\FDW SODWIRUPVY WKDW KDYH PLVDSSURSULDWHG RXU GDWD LQ WKH SDVW RU PC
VRPH RI RXU XVHUV RU DGYHUWLVHUVY RU UHGXFH RXHFRDWREG VR XK EXN L QB X VLRSS HIDWLRIC

JURP WLPH WR WLPH WKLUG SDUWLHV KDYH PLVDSSURSULDWHG RXU GDWD WKURXJK
SODWIRUPV ZLWK GDWD IURP RWKHU FRPSDQLHV ,Q DGGLWLRQ FRS\FDW SODWIR UPRMD
YLUXVHV LQ XVHU 3&Y WR VWHDO XVHU GDWD IURP << &0LHQW DQG DWWHPSWHG WR LPLV
SODWIRUPV ZH HPSOR\HG WHFKQRORJLFDO DQG OHJDO PHDN XWDH\Q R [EQ!I D O H PABRV GHRY K
WLPHO\ PDQQHU DQG HYHQ LI ZH FRXOG WH F KGR 8 R I FDRO \DIQRSS OMK B 10U PRIDH/ X)W VRRDA E B
EH DGHTXDWH WR SURWHFW XV DJDLQVW VXFK SODWIRUPV 5HJDUGOHVV RI ZKHWKHU ZH
WDNH FRXOG UHTXLUH VLJQLILFDQW ILQDQFLDO RU RWKHU UHVRXUFHV IURP XV 7KRVH S
VKDUH FDXVLQJ PDWHBWNOWR)Y B XGE ¥WIMMHHNNY RSHUDWLRQV
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:H PD\ QRW EH DEOH WR SUHYHQW RWKHUV IURP XBQBRXAMKKRRXQHGKDWH RIXRIXEXNVQ Q@ HDD B RW

:H UHJDUG RXU WUDGHPDUNV VHUYLFH PDUNV SDWHQWYVY GRPDLQ QDPHV WUDGH VI
VXFFHVV DQG ZH UHO\ RQ WWDOBPRDWHFDRW SDRWARWRRD DQG FRQILGHQWLDOLW)\ DQG O
SURSULHWDU\ ULJKWV $V Rl '"HFHPEHU ZH KDGFRRJLXRZIUH G R P ®RRD k@ LODRHR ERI
WKUHH SDWHQWYV DQG WUDGHPDUNYV DQG VHUYLFH PDUNV LQ &KLQD ,Q DGGLWLRQ DV
SURSULHWDU\ WHFKQRORJLHY DQG WUDGHPDUN DSSOLFDWLRQV LQ &KLQD

,W LV RIMFXQW IWR FUHDWH DQG HQIRUFH LQWHOOHFWXDO SURSHUW\ ULJKWV LQ &KLQ
RU FKDO @BGH GHFUHMXO WUMRGEURWHFW DQG RXU WUDGH VHFUHWYVY PD\ EH OHDNHG RU R
&RQILGHQWLDOLW\ DJUHHPHQWYV PD\ EH EUHDFKHG DQG ZH PD\ QRW KDYH DGHTXDWH UH
QRW EH SRVVLEOH WR REWDLQ VZLIW DQG HTXLWDEOH HQIRUFHPHQW RI VXFK ODZV RU V
MXULVGLFWLRQ P ® D\F6RWGHQEMOH @ARSHMRWHFW RXU LQWHOOHFWXDO SURSHUW\ ULJKV
XVH RI RXU LQWHO OHFW R WODRAGRERVWO\L P @BEIWKH VWHSYV ZH KDYH WDNHQ PD\ EH LQDGHT
WKH SRWHQRWWO FIRMW BIQOG GRZQVLGHY Rl REWDLQLQJ SDWHQW SURWHFWLRQ LQ VRPH
IRUPDO LQWHOOHFWXDO SURSHUW\ SURWHFWLRQ IRU FHUWDLQ NH\ WHFKQRORJLHV ,I VF
WKLUG SDUWLHV ZLWKRXW RXU DXWKRUL]DWLRQ HVSHFLDOO\ IRU FRPPHUFLDO SXUSRVH

$V RXU SDWHQWYV PD\ H[SLUH DQG PD\ QRW EH HIWHQGHG RXU SDWHQW DSSOLFDWLRQV |
LQYDOLGDWHG RU OLPLWHG LQ VFRSH IRXFW ISYMS-DQUWAHE POV \D R Y\ E3FR VEDHRW R W KYWHIQIW R
H[SORLWLQJ FRPSHWLQJ WHFKQRORJLHV ZKHF\ \F R QORX K DEHV PQ MAHW R3G WDIMVGLB G YH UMD B

,Q &KLQD WKH YDOLG SHULRG RI XWLOLW\ PRGHO SDWHQW ULJKW RH KBYHJIED HHOMOQ |
SHQGLQJ LQ &KLQD EXW ZH FDQQRW DVVXUH \RX WKDW ZH ZLOO EH JUDQWHG SDWHQWYV
DUH LVVXHG SDWHQWY LQ DFFRUGDQFH ZLWK WKHP LW LV VWLOO XQFHUWDLQ ZKHWKHU
JUDQWHG XQGHU DQ\ LVVXHG SDWHQWY PD\ QRW SURYLGH XV ZLWKHSE®BURW WX R GH 8 URW H
RXU SDWHQW DSSOLFDWLRQV PD\ QRW EH EURDG HQRXJK WR SUHYHQW RWKHUV IURP GHY
SRVVLEOH WKDW WKH LQWHOOHFWXDO SURSHUW\ ULJKWV RI RWKHUV ZLOO EDU XV IURP (
1XPHURXV 8 6 DQG IRUHLJQ LVVXHG SDWHQWY DQG SHQGLQJ SDWHQW DSSOLFDWLRQV Rz
WHFKQR®RIMH SDWHQWY DQG SDWHQW DSSOLFDWLRQV PLJKW KDYH SULRULW\ RYHU RXU ¢
JLQDQQ\DGGLWLRQ WR WKRVH RKRIPRX F GIDLPWSLLRRUWHQGLQJ SDWHQWYV PD\ DOVR EH FI
LQYDOLG RU XQHQIRUFHDEOH

.| ZH IDLO WR PDLQWDLQ DQG HQKDQFH RXU EUDQGRUWU RX W HE X\QIFXHWVN [ FLHHNWWX & W \H [FSIHR)S/H
PDWHULDOO\ DQKMFWGEGCHUVHO\ DI

:H EHOLHYH WKDW PDLQWDLQLQJ DQG HQKDQFLQJ RXU EUDQG VHIOORUHARDQLLF DG GEW DE
LQFUHDVLQJ WKH QXPEHU RI XVHUV DQG WKH OHYHO RI HQJDJHPHQW RI RXU XVHUV DQG
PDUNHW EUDQG PDLQWHQDQFHHEF @GR Q KIDEYLFH AW\ QW/R GRIJIHFWDL D RXU PDUNHW SRVLWLRQ

$OWKRXIK ZH KDYH GHYHORSHG << PRVWO\ WKURXJK ZRUG RI PRXWK UHIHUUDOV DV
DFWLYLWLHYV XVLQJ YDULRXV PHWKRGW WERQEFRQW D ¥ X K USAJKRER WVIIRENRINDFEMALYQE®YVYHY ZLOO ¢
WR DFKLHYH WKH BEHPW&IBUWHRBRMWRQOQHIGGLWLRQ DQ\ QHIDWLYH SXEOLFLW\ LQ UHROXONG |
RXU EUDQGY DQG UHSXWDWLRQ
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:H KDYH VRPHWLPHY UHFHLYHG DQG H[SHFW WR FRQWLQXH WR UHFHLYH FRPSQDHID/
SXEOLFLW\ RU SXEOLF FRPSODLQWYV E\IX¥WURXRDD KIDQIPPWR XNRUMHVBWWD WM RIHR X HUV DQG !
QRW DGGUHVVHG WR WKHLU VDWLVIDFWLRQ RXU UHSXWDWLRQ DQG RXU P DU NIHHWW RXIUWH
DQG SURVSHFWYV

2XU EXVLQHVV GHSHQGV VXEVWIRQWILDRIOR RWQ B K BXFRIQNE LREKLIOE SOR\VHHY DQG RXU EXVLQ
GLVUXSWHG LI ZH ORVH WKHLU VHUYLFHV

2XU IXWXUH VXFFHVV GHSHQGV VDIREMMD R WR R O G HREX WIQGHFNRHAVHRSORA HHY | RQHFRU
NH\ HPSOR\HHV ZHUH XQDEOH RU XQZLOOLQJ WR FRQWLQXH WKHLUQ BUWLPH®RUZRBIEKDD Z
RXU H[HFIXWHYM RQG NH\ HPSOR\HHV KROG X\&KMH GFILHLQAAHK @RAGRIN \B\R P I Q% HLLALGADH G QRAU *9% E
+XDGXR 1HMVZARLRORI\ &RPSDQ\ /LPLWHG RU *XDQJ]KRM. OXDWKR HRQW L3/8 RHE/R QE RTH.O/DIHIXG
IRXQGAKLHI H[HERWUWYHQ BIGGIRUHFMWIRY =KDR RXU GLUHFW RUF HINDG FKQ HY DIRH MKKG-R ORRQHBD O P

GHSDUWPHQW RZQ DX)@D H T ORU WA HIQW QU HIYAY UWVH VB HEKND.R HDA@\GX & DRDOD YR RZHQ NDISCS.
DQG RI *XD QJM RXXDVWD\GIXRW H U HYMWK WHHS A IR Y®IIOQ J- X Q RZAQ HRAX E \F®RUIR X C
FKDLUPDQ ,I DQ\ RI WKHVYN B[ME XWHLYHP ROR\HHV WHUPLQDWH WKHLU VHUYLFHV ZLWK XV

35& FRQVROLGDDWHBGDH QWLWLHYV HRXIUWE X \QV@H Y M VRDY E#RZHYHUHO\ GLVUXSWHG RXU ILC
PDWHULDOO\ DIHFWB&HUYG AHDAD\ LQFXU DGGLWLRQDO H[SHQVHV WR UHFILKHW YV VRUDN B\ D
MRLQV D FRPSHWLWRU RU IRDIP\P D\ RRP\SH WX QW ERIPSD QNQRZ KRZ BBBEMIWWYS YRFK VR/IL RIFBI®
DQG NH\ HPSOR\HHV KDV HQWHUHG LQWR DQ HPSOR\PHQW D JUB Y IDHQW VIHBGED RRW) F5RP BRI
JLUP FHUWDLQ SURYLVLRQV XQGHU WKH QRQ FRPSHWH DJUHHPHQW PD\ QRW EH GHHPHG
RILFHUV DQG NH\ HPSOR\HHV DQG XV ZH FDQQRW DVVXUH \RX WKDW ZH ZRXOG EH DEOH )\
RILFHUV UHVLGH LQ OLJKW WRIOXQBIOUW DWW LIBW H LVEKVAKLOBODWLQJ WR 'RLQJ %XVLQHVV
HQIRUFHPHQW Rl &KLQHVH ODZV DQG UHJXODWLRQV FRXOG OLPLW WKH OHJDO SURWHFW

,] ZH DUH XQDEOH WR DWWUDFW WUDLQ DQG UHWDLQ TXDOLILHBF®HBYRQQHO RXU EXVL:

2XU IXWXUH VXFFHVV GHSHQGV WR D VLJQLILFDQW H[WHQW RQ RXU DELOLW\ WR DW'
PDUNHWLQJ SHUVRQQHO ZLWK H[SHUWLVH LQ WKH LQWHUQHWFMQ B XV VEX\V LLQHDVBL OALLVD\F W RA
FKDUDFWHUL]HG E\ KLJK GHPDQG DQG LQWHQVH FRPSHWLWLRQ IRU WDOHQW RAH FF\BRIQR K
VNLOOHG HPSOR\HHV $V RXU FRPSDQ\ LV UHODWLYHO\ \RXQJ RXU DELOLW\ WR WUDLQ D
RI RXU EXVLQHVV ZKLFK PD\ PDMWMWURR O MEDRQ GWD OGN R UVRA\RXU EXVLQHVY DQG KHQFH RXU

2XU UHVXOWV RI RSHUDWLRQV DUH VXEMHFW WR VXEVWDQWLDO TXDUWHUO\ HRVG XD K X
WKH WUDGLQJ SULFH RI RXU $'6V

H H[SHULHQFH VHDVRQDOLW\ LQ RXU EXVLQHVYV UHIOHFWLQJ VHDVRQDO IOXFWXDWL
SHULRG EDVLV PD\ QRW EH PHDQLQJIXO )RU H[DPSOH RQOLQH XVHU QXPEHUV WH@& WR
DGYHUWLVLQJ UHYHQXHV WHQG W RHBDH O/RIDHR @ X DK QEIKNKHIRWIL F B YK DGR ZH RPD WKRVR 8L
UHGXFWLRQ LQ DFWLYH XVHUV LQ WKH WKLUG TXDUWHU RI HDFK \HDU EHFDXVH D VLJQLII
WR FRPSXWHUV DQGHWWH G Q VOQMUHUHMWUH'DIH DQG WKH UDWH RI LQWHUQHW JURZWK PD\
VRPH VWXGHQWY ORVH UHJXODU LQWHUQHW DFFHVV )XUWKHUPRUH WKH QXPEHU RI SD\I
DFWLYLWLHV ZH FRQGXFW ZKLFK FRLQFLGH ZLWK SRSXODU ZHVWHUQ RU &KLQHVH IHVWL"
HQGLQJ ZLWK WKHRKIKROMEG DV ZKLFK WA\SLFDOO\ IDOO LQ WKH ILUVW TXDUWHU
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'XH WR WKH IRUHJRLQJ IDFWRUV RXU RSHUDWLQJ UHVXOWYVY LQ IXWXUH TXDUWHUV RL
HYHQW WKH WUDGLQJ SULFH RI RXU $'6V ZRKNOWHA NGHH EW PP WHQLROPD \I QREQDREQY MUMH &
6HDVRQDOLW\ IRU DGGLW L RHMD/OVGH WIHIDOAR Q B O B/S HRQD RMMKGIABEWK IPIRZDQFH DQG ILQDQFLE

2XU EXVLQHVV LV VHQVLWLYH WR JOREDO HFRQRPLF FRQGLWLRQV $ VHYHUH RU SURORQ
DIHFW RXU EXVLQHVV DQG RXU ILQDQFLDO FRQGLWLRQ

7KH JOREDO ILQDQFLDO PDUNHWY KDYH H[SHULHQFHG VLJQLILFDQW GLVUXSWLRQV VL
7KH UHFRYHU\ IURP WKH ORZV RI DQG ZDV XQHYHQ DQG LV IDFLQJ QHZ FKDOOHQJF
DQG WKH VORZGRZQ RI WKH &KLQHVH HFRQRP\ LQ W LV XQFOHDU ZKHWKHU WKH (XUF
ZLOO UHVXPH LWV KLJK JURZWK UDWH 7KHUH LVHFRAW RGMUCHE 8 5 B Q ¥ HR /MW \Q MR QRAW D UW K
FHQWUDO EDQNV DQG ILQDQFL D OVDOXKIKGRLLLIWH FIR QFRI P\L RV HY BREI KPR IBI7R) R BVRDEHHQ FRQFHU(
DQG $IULFD ZKLFK KDYH UHVXOWHG LQ YRODWLOLW\ LQ RLO DQG RWKHU PDUNHWVY DQG
HFRQRPHFWRI WKH HDUWKTXDNH WVXQDPL DQG QXFOHDU FULVLV LQ -DSDQ DQG WHQVLF
DUH VHQVLWLYH WR JOREDO HFRQRPLF FRQGLWLRQV 7KH RQOLQH JDPLQJ DQG RQOLQH L
RXU UHYHQXHMFWBI\GEE\ BIFRQRPLF GRZQWXUQV 'XULQJ D SUR OWKQIHG P00 REZG R ZW0H GQX AMIKGH [
DGYHUWLVLQJ RXU SURGXFWV DQG VHUYLFHV PD\ EH YLHZHG DV GLVFUHWLRQDU\ E\ RXU
VHUYLFHV GXULQJ DQ HFRQRPLF GRZQWXUQ DQG RXU DELOLW\ W R HHMDA Q7 K KW WRLXQJ BOA
RSHUDWLRQW DN EHE\DWKH PDFURHFRQRPLF HQYLURQPHQW LQ &KLQD

$Q\ SURORQJHG VORZGRZQ LQ WKH JOREDO RU &KLQHVH HFRQRP\ PD\ KDYH D QHJDWL
FRQWLQXHG WXUEXOHQFH LQ WKH L QMWHWY @XW LIRELIDA \F D WIRHIWAF RV DVKYHH BN SIION DO PDUNH!

JXWXUH VWUDWHJILF DOOLDQFHV RU DFTXLVHWIMRRY RRU KEDXWH QHFNYWHH & B & W IGR Q GDYGI® \WUH

H PD\ HQWHU LQWR VWUDWHJILF DOOLDQFHV LQFOXGLQJ MRLQW YHQWXUHV RU PLQR
IURP WLPH WR WLPH 7KHVH DOOLDQFHYV FRXOG VXEMHFW XV WR D QXPEHU RI ULVNV LQF
WKLUG SDUW\ DQG LQFUHDVHG H[SHQVHV LQ HVWDEOLVKLQJ QHZ I\HW WDRWX-I ERX \PLOGDH\DVY R HG
DELOLW\ WR PRQLWRU RU FRQWURO WKH DFWLRQV RI WKHVH WKHUS © B UBW HYHDK)GE OV LW
UHSXWDWLRQ IURP HYHQWYV UHODWLIQU QRIJD'WHYH BEXEDQRNVW\ RH KDWPOWR RXU UHSXWDW
SDUW\

,Q DGGLWLRQ DOWKRXJK ZH KDYH QR FXUUHQW DFTXLVLWLRQ SODQV LI DSSURSULDYV
EXVLQHVVHYVY WKDW DUH FRPSOHPHQWDU\ WR RXU H[LVWLQJ EXVLQHVV )XWXUH DFTXLVLV
UHTXLUH VLIQLILFDQW DWWHQWLRQ IURP RXU PDQDJHPHQW DQG FRXOG UHVXOW LQ D GL
HIHFW RQ RXU EXVLQHVY RSHUDWLRQV $FTXLUHG DVVHWY RU EXVLQHVVHV PD\ QRW JHQ
VXEVWDQWLDO DPRXQWV RI FDVK SRWHQWLDOO\ GLOXWLYH LVVXDQFHV RH\HTXRRUY W H]JPXW
IRU RWKHU LQWDQJLEOH DVVHWY DQG H[SRVXUH WR SRWHQWKBIOFRWE RZIQL G HQR LA LWDLIHE
DFTXLVLWLRQV PD\ EH VLJQLILFDQW ,Q DGGLWLRQ WR SRVVLEOH VKDUHKROGHUV DSSUF
DXWKRULWLHV IRU WKH DFTXLVLWLRQV DQG WR FRPSO\ ZLWK DQ\ DSSOLFDEOH 35& ODZV
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,/] ZH IDLO WR LPSOHPHQWFWQ G H YV L\DWHDR.- R IDIQQWIHUQDO FRQWUROV ZH PD\ EH XQDEOH WR
RU IDLO WR PHHW RXU UHSRUWLQJ REOLJDWLRQV DQG LQYHVWRU FRQILGHOQFHWBHGG WKH

3ULRU WR RXU LHQUWMOLID DQSXAEYOH FFERIIU ZH ZHUH D SULYDWH FRPSDQ\ ZLWK OLPLWHG
DGGUHVV RXU LQWHUQDO FRQWUROV DQG SURFHGXUHV 2XU LQGHSHQGHQW UHJLVWHUHC
UHSRUWLQJ LORZRIQBIMFWLRQ ZLWK WKH SUHSDULQJ DQG H[WHUQDO DXGLW RI RXU FRQVR!
DQG ZH DQG RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP LGHQWLILHG W
LQ WKH VWDQGDUGY HVWDEOLVKHG E\ WKH 3XEOLF &RPSDQ\ $FFR XQWH QGHYRINHN® DAY JA/MR
DQ\ GHILFLHQFLHV $VRDWW VYXXOEW B TREX@BEWRHIWLRQ ZLWK WKH SUHSDUDWLRQ DQG UHYLHZ |
PRQWKY HQGHG 6HSWHPEHU ZH DQG RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFF
GHILFLHRFORZLQJ WKH LGHQWLILFDWLRK IRD YWHK W DIVN.H Q LP IHFEDV/QX\W HOH WLFDLURHRAENGH FIWAL REX B VWK
H[WHUQDO DXGLW RI RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY IRU WKH \HDU HQGH(
QR PDWHULDO ZHDNQHVVHV RU VLIJQLILFDQW GHILFLHQFLHV LQ RXU LQWHUQDO FRQWURC
&RQWUROV DQG 3URFHGXUHVY ,QWHUQDO &RQWORERXHU JLWR QFK P @ BHGRRMQ\YD W +RQ HY
ZHDNQHVVHV RU VLJQLILFDQW GHILFLHQFLHV KDYH EHHQ IX0OO\ UHPHGLHG WKHUH LV QR
VXFK FRQFOXVLRQ DIWHU FRQGXFWLQJ LWV RZQ LQGHSHQGHQW I WHW MWLHJ HM VWRKIHR X2 W \k
ILQDQFLDO UHSRUWLQJ

$V D SXEOLF FRPSDQ\ LQ WKH 8QLWHG 6WDWHY ZH DUH VXEMHFW WR WKH 6DUEDQHYV
UHTXLUH WKDW ZH LQFOXGH D UHSRUW RI PDQDJHPHQW RQ RXU LQWHUQDO FRQWURO RYI
UHSRUW IRU WKH ILVFDO \HDU HQGLQJ '"HFHPEHU JLQJ, QURG & KWALARRGS DRYQ F B \Z N XFAHKD WHH WA
RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFREKRWLYGHQH YWY RIX R WUDMMHNVIMD VR FORIGN U R ©F
PD\ FRQFOXGH WKDW RXU LQWHUQDO FRIFWWURD FOWRYH RLYHDLR XU DRD Q B SRRMQ\Y JF R\D RXG HV
ILQDQFLDO UMFRUWHQRKY HQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP DIWH!
TXDOLILHG LI LW LV QRW VDWLVILHG ZLWK RXU LQWHUQDO FRQWUROV RU WKH OHYHO DW
UHOHYDQW UHHRXHMHPO\QWRGKNV ,I ZH IDLO WR UHPHG\ WKH VLJQLILFDQW GHILFLHQF\ LG
DFFRXQWLQJ ILUP PD\ FRQFOXGH WKDW RXU LQWHEMDIDYCH F R R MWWU RRXRGHDIG Y. B D QI O D Q PSSR
D ORVV RI LQYHVWRU FRQILGHQFH LQ WKH ZHO®Q DEHLIDE W RR L RFOUU UFHRSRVUW DQ & SWOW/RIFAD QB V F
ZLWK 6HFWLRQ

'XULQJ WKH FRXUVH RI GRFXPHQWLQJ DQG WHVWLQJ RXU LQWHUQDO FRQWURO SURFH
ZHDNQHVVHVY DQG GHILFLHQFLHV LQ RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWI
UHSRUWLQJ DV WKHVH VWDQGDUGYV DUH PRGLILHG VXSSOHPHQWHG RU DPHQGHG IURP W
HIHFWLYH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LQ DIFHFRAULG/HQIEGIWZH WWXD ©H F R
FRXOKGIVXDWHULDO PLVVWDWHPHQWY LQ RXU ILQDQFLDO VWDWHPHQWY DQG IDLO WR PH
RXU UHSRUWHG ILQDQFLDO LQIRUPDWLRQ 7KLV FRXOG LQ WXUQ OLPLW RXU DFFHVV WR |
RI RXU $'6V $GGIDWERQDPOQQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ FRXOG H[SF
XV WR SRWHQWLDO GHOLVWLQJ IURP WKH VWRFN H[FKDQJH RQ ZKLFKdZRD O D\OW R UBH X)®IT W
ILQDQFLDO VWDWHPHQWY IURP SULRU SHULRGV

6RPH RI RXU XVHUV PD\ PDNH VDOHV RU SXUFKDVHV WKURXJK X QDX WKR ULHHGRW KR XG SO
DIHFW RXU UHYHQXH JHQHUDWLQJ RSSRUWXQLWLHY DQG H[HUW GRZQZDUG SUHVVXUH RQ

H IURP WLPHHAWRYWU WK DRI L\WHI RWR | D WKV BD FWDXWVHUV RU HQFRXUDJH XVHU SDUWLFLSI
VXFK IUHH YLUWXDO LWHPV WKURXJK XQDXWKRUL]HR W KI[ D BSHMHI WD WY RO DUVHIUQ RH[FEK D @J
IORZHUV RU JLIWV WKH ODWWHU KDYH DFAEXQPROG WWH G/ R Y/ KR Z&0X 8§ §RW W RD @& HJ B HUHRW R H LE
FKRLFH 7KHVH XQDXWKRUL]JHG WUDQVDFWLRQV DUH XVXDOO\ DUUDQJHG RQ$WKR U G WEHDN
XQDXWKRUL]HG SXUFKDVHV DQG VDIGIRW IRREP WH G X $IDIHD HUHDWALHUVRBBRDW XQLWLHYV DQ
DPRQJ RWKHU WKLQJV UHGXFLQJ WKH UHYHQXHV ZH FRXOG KDYH JHQHRWD RXG YCLQIGV K PHOU b
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:H KDYH OLPLWHG EXVLQHVYV LQVXUDQFH FRYHUDJH VR WKDW DQ\ XQLQVXUHG RFFXUUHC
Rl RXU UHVRXUFHV ZKLFK ARKWGRIODRXUDQHNEOMYVRIHRSHUDWLRQV DQG ILQDQFLDO FRQG

,QVXUDQFH FRPSDQLHV LQ BKLQN FXWHRBYUWH DA RBWDRIRI LQVXUDQFH SURGXFWV DV
H GR QRW KDYH DQ\ EXVLQHVV OLDELOLW)\ RU GL ¥XDX SWAHRW HLUPVLDQUHIE) WHK DWR \W R M HAR RWY |
GLLFXOWLHV DVVRFLDWHG ZLWK DFTXLULQJ VXFK LQVXUDQFH RQ FRPPHUFLDOO\ UHDVRQ
RFFXUUHQFH PD\ GLVUXSW RXU EXVLQHVV RSHUDWLRQV UHTXLUH XV WR LQ FDHF WXEY R (
RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

5LVNV 5HODWHG WR 2XUH&BQ G RXDW, I & XWWNB W X U

,] WKH 35& JRYHUQPHQW ILQGY WKDW WKH VWUXFWXUH ZH KDYH DGRSWHG IRU RXU EXVL(
RU UHJXODWLRQV RU LQWHUSUHWDWLRQV RI H[LVWLQJ ODZV RU UHJXODWLRQV FKDQJH L
RXU SODWIRUP DQG RXU EXVLQHVV RSHUDWLRQV

JRUHLJQ RZQHUVKLS RI LOWHUQHW EDVHG EXVLQHVVHV LV VXEMHFW WR VLJQLILFDQW
UHJXODWHYV LQWHUQHW DFFHVV WKH GLVWULEXWLRQ RI RQOLQH LQIRUPDWLRQ DQG WKH
JRYHUQPHQW UHJXODWLRQV 7KHVH ODZV DQG UHJXODWLRQV DOVR OLPLW IRUHLJQ RZQH
6SHFLILFPWHOMNQ RZQHUVKLS LQ DQ LOQOWHUQHW LQIRUPDWLRQ SURYLGHU RU RWKHU YDOXI
DFFRUGLQJ WR WKH 6HYHUDO 2SLQLRQV RQ WKH ,QWURGXFWLRQ RI )RUHLJQ ,QYHVWPHQ\
6WDWH $GPLQLVWUDWLRQHRILYDBQR RIWGVH BIBGHLUD O $GPLQLVWUDWLRQ R 3K/ I MWICR @DE
DQG 5HIRUP &RPPLVVLRQ DQG WKH OLQLVWU\ RI &RPPHUFH RU WKH 02)&20 LQ -XQH I
RWKHUV DQ\ LQWHUQHW FXOWXUDO RSHUDWLQJ HQWLWLHYVY DQG IURP HQJDJLQJ LQ WKH

:H DUH D &D\PDQ ,VODQGV FRPSDQ\ DQG RXU 35& VXE VL GIFIKQIROR HAXOROR SORX  ALFILOWMDG
+XDQMX 6KLGDL DQBFKQRDNRY\6KAKBIDMLYI &R /WG RU %HLMLQJ +XDQMX 6KLGDL BUHR@G
RXU RSHUDWLRQV LQ &KLQD SULPDULO\ WKURXJK D VHULHV RI FR QMU MEW X 3G DN @ KH B
FRQVROUGOMDHAGHBI HQWLWLHY *XD QXIKIR XDOXD GXIRQD KR % H X B G\@ & FOIMUCH HRIQMHQY 78V D UH\
DUUDQJHPHQWYVY ZH H[HUW FRQW UIR®L B WHIG RDQW B 58 AR QRO EERWRIGLBIDWH HDFK RI WKHL
*$$3 JRU D GHWDLOHG GHVFULSWLRQ Rl WKHVH FRQWUDFWXDO DUUDQJHPHQWYV VHH &RL

2Q 6HSWHPEHU WKRHKHDAMEBRQDO &RS\VULJKW $GPLIOAH R URRRROWILQ@A BRKHQRIWDRRKD
MRLQWO\ LVVXHG D 1RWLFH RQ )XUWKHU 6WUHQIJWKHQLQJ WKH $GPLQLVWUDWLRRSRRIDIE
,PSRUWHG 2QOLQH *DPHV RU &LUFXODU &LUFXODU UHVWDWHYV WKDW IRUHLJQ LQYH)

ZKROO\ RZQHG HTXLW\ MRLQW YHQWXUH RU FRRSHUDWLYH MRLQW YHQWXUH LQYHVWPHC
GRPHVWLF RQOLQH JDPH RSHUDWRUV WKURXJK LQGLUHFW ZD\V VXFK DV HVWDEOLVKLQJ
VXFK DV WKH YDULDEOH LQWHUHVW HQW.WUMWWRXWF\WXDDB RUDQQFRPISQ Q¥ VHXHWKDR\S W B GH
VDPH DV RU VLPLODU WR RXUV KDYLQJ EHHQ SHQDIHAWGE YRIU GDIUP RQUIVMEHHGE R @ HWIZHL D FIXIC
FRXQVHO =KRQJ /XQ /DZ )LUP WKDW WKH HQIRUFHPHQW RI I8QEGEXGDQJ SRV WLVEIOMHOVENM I
UHOHYDQW DXWHRVUXRPK DV MXAKI2E 7KH 5HIXODWLRQ RQ 7KUHH 3URYLVLRQV VWLSXODW
ZKLOH WKH *$33 LV DXWKRUL]JHG WR DSSURYH WKH SXEOLFDWHRQ@WHBRSOHYBWDRE\RBDHIR!
SURYLGHV WKDW RQFH DQ RQOLQH JDPH LV ODXQFKHG RQ WKH LQWHUQHW LW ZLOO EH F
WKH LQWHUQHW ZLWKRXW REWDLQWRB 8P&R UQD/ISHIIRGVIRG LMKRAPWEIXKI HYBSRQVLEOH IRU LQYH
ZH RXU 35& VXEVLGLDULHVLROUW BW& G RHIDMIOLGHWEHGHDIRXQG WR EH LQ YLRODWQRFRRRMW®F
WKH UHOHYDQW UHJXOIH PO\ DRWKRK ID/BISHOL. EDEPKDSIHQDOWLHY ZKLFK LQ WKH PRVW VHL
OLFHQVHV DQG UHJLVWUDWLRQV ,Q DGGLWLRQ YDULRXV PHGLD VRXUFHV KDYH UHFHQW
FHQWUDO JRYHUQ PIN®WUNX /KRVUILGAVRE\R&KLQD EDVHG FRPSDQLHV ZLWK YDULDEOH LQWH!
VXEMHFW WR IRUHLJQ LQYHVWWHOWX QR OW D UFZKIHRDRO @ RZKAY B 6&RRI VXEPLWWHG VXFK D L
DXWKRULW\ RU ZKDW DQ\ VXFK UHSRUW SURYLGHVY RU ZKHWKHU DQ\ QHZ 35& ODZV RU U}t
ZRXOG SURYLGH
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%DVHG RQ XQGHUVWDQGLQJ RI FXUUHQW 35& ODZV UXOHVY DQG UHJXODWLRQV RI RXU
RXU EXVLQHVVY RSHUDWLRQV WKH RZQHUVKLS VWUXFWXUGLRWRDGU HI®W LWKIERAL G\ B Ul L HR/QIQ
35& VXEVLGLDULHV RXUL®AD WRIGVROWEWWHE DQG WKHLU VKDUHKROGHUNWUBDVY. GG HRPSOREBDG
35& ODZV UXOHV DQG URIXD2BDWH RROVWKRIHDGYLVHG E\ =KRQJ /XQ /DZ )LUP WKDW WKHUH
DSSOLFDWLRQ RI FXUUHQW RU IXWXUH 35& ODZV DQG UHJXODWLRQV DQG WKHVH ODZV RL
JXUWKHUPRUH WKH UHOHYDQW JRYHUQPHQW DXWKRULWLHV KDYH EURDH F®LQ/FERW WHMWR/X WL
JRYHUQPHQW DXWKRULWLHYVY ZLOO QRW XOWLPDWHO\ WDNH D YLHZ FRQWUDU\ WR WKH RS

, ] RXU RZQHUVKLS VWUXFWXUH FRQWUDFWXD O RXWIB%X NXIEY WYL D Q GHEXRKR UICRXNONE B &RHR
IRXQG WR EH LQ YLRODWLRQ RI DQ\ H[LVWLQJ RU IXWXUH 35& ODZV RU UHJXODWLRQV WEk
YLRODWLRQ LQFOXGLQJ OHY\LQJ ILQHV FRQILVFDWLQJ RXU LQFR PH RDWWHIGH H@W RW HHR/I F
WKH EXVLQHVV OLFHQVHVY RU RSHUDWLQJ OLFHQVHOLDWHG BGYW WKENVGVRBRXNWHWLRUD GR&Z |
GLVFRQWLQXLQJ RU SODFLQJ UHVWULFWLRQV RU RQHURXV FRQGLWLRQV RQ RRUDRPRHVIDW
GLVUXSWLYH UHVWUXFWXULQJ UHVWULFWLQJ RU SURKILELWRYILRBDP XV IRRYU EXREGHGY DU
RWKHU UHIJXODWRU\ RU HQIRUFHPHQW DFWLRQV WKDW FRXOG EH KDUPIXO WR RXU EXVLC
DQG VHYHUHO\ GDPDJH RXU UHSXWDWLRQ ZKUHKWERROOUG ELQY MQHNY P DLW QLD O O\ AFRWGS D@ IY R
WKH LPSRVLWLRQ RI DQ\ RI WKHVH SHQDOWLHY FDXVHV XV WR ORYVIHDWKIG HIQWMWVLWR RBU L
HFRQRPLF EHQHILWY ZH ZRXOG QR ORQJHU EH DEOH WR ¢ RQW R G LKGOWIHNV K NVKFIRQ W IUW E M W
FRQVROLGDWHG QHW UHYHQXHV LQ WKH \BIQEYV HQGHG 'HFHPEHU DQG

:H UHO\ RQ FRQWUDFWXDO DUUDQJHPHOWNVWH® KHRWUVB5KEVFRQBRWOKEDWWIKDDNIHKROGHUYV |
DVIHFWLYH DV GLUHFW RZQHUVKLUSO LIDRWHG 313 @ VW R\ VIR ID&QIBWW KHDU VKDUHKROGHUYV IDLO
DUUDQJHPHQWYV ZH PD\ KDYH WR UHVRUW WR OLWLJDWLRQ WR HQIRUFH RXU ULJKWV ZK
RSHUDWLRQV DQG UHSXWDWLRQ

%HFDXVH RI 35& UHVWULFWLRQV RQ IRUHLJQ RZQHUVKLS RI LQWHUQHW EDVHG EXVLQ
FRQVROUGOMDHGHBIHQWLWLHY LQ ZKLFK ZH KDYH QR RZQHUVKLS LQWHUHVW WR FRQGXFW
HIHFWLYH FRQWURO RYHU WKHVH HQWLWLHY DQG DOORZ XV WR.GEDWDH G HERQ RRIHY ECHIGH
GLUHFWRUV NHVFHHFOWGEYHPBIOR\HHY QDPHO\ OHVRQVY %D LK DRHDQGJ-LIQ &D® /HRUDGGL
RZQHUVKLS LQWHUHVWY VHH 5LVNV 5HODWLQJ WR 2XU %XV LQ HRWW\K R IER X UIQH M & Y3BIS/EH
HPSOR\HHV DQG RXU EXVLQHVV RSHUDWLRQV PD\ EH VHYHUHO\ GLVUXSWHG LI ZH ORVH \
'HYHORSPHQW RI WHRZ ERWHIDWH FRQWUDFWXDO D UIHFQIHRH QQV B LPROY LGR W JEFRDWHRO DV Gl
RXU 35& FRQVROLBWWEGIQWLWLHY DQG WKHLU VKDUHKROGHUV FRRBG JERWBHK WHH QU \F R
EXVLQHVV LQ DQ DFFHSWDEOH PDQQHU RU WDNLQJ RWKHU DFWLRQV WKDW DUH GHWULPF
DILOLDWHG HQWLWLHV ZLWK GLUHFW RZQHUVKLS ZH ZRKOW EKDRQEBW WR WKHLAL ER RXE R
LPSOHPHQW FKDQJHV DW WKH PDQDJHP K@ HDWY & RIS HFX D WH R @DOR Q MYUHDG WARIVGIXOH B D&Y F IR DA
DILOLDWHG HQWLWLHYV RU WKHLU VKDUHKROGHUV IDLO WR SHUIRUP WKHLU REOLJDWLRQ\
VXFK DUUDQJHPHQWY DQG UHO\ RQ QFGJ R G LQOH PAHRELW V¥ DFWG H H FBESRELL MBI ERUILFKH P O\ ZGIR BW B HX
WKHVH FRQWUDFWXDO DHUDWQIHRHIQAVDYWR G HOZHRUXRWKHU REVWDFOHV LQ WKH SURFHVYV
RSHUDWLRQV FRXOG EH VHYHUHO\ GLVUXSWHBW ZRKXBKIARXO®\P RWREHDO®\LRQ® DG & HID/A
'RLQJ %XVLQHVV LQ &KLQD 8QFHUWDLQWLHV LQ WKH LQWHUSUHWDWLRQ DQG HQIRUFHPH:
DQG XV
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2XU H[LVWLQJ VKDUHKROGHUYVY KDYH VXEVWDQWLDO LQIOXHQFH RYHU RXU FRPSDQ\ DQG V
ZKLFK PD\ GLVFRXUDJH GHOD\ RU SUHYHQWZKXIFK BN 0@ &R § WLLYRIO RIURWKKID URIKKRD@\H UV F
IRU WKHLU VHFXULWLHV

$V RI ODUFK RXU PDQDJHPHQIW UG RXBOLQF QX GRS HF R HI [RDEG @/M VHD B 103- M B FAM R UR
IRXQGHU DQG FRRDLWPID® =KDR RXU GLUHFW R MO 6 KEDIR WHEK QRQRI\DRI PDQDJHU RI RXLU
0OU 5RQJMLH 'RQJ WKH JHQHUDO PDQDJHU RI JIDPH D VBH\S DEMEPHIQ AL D Q G\ VREIQL D QU B ¥ BUHHFIDLY

RI WKH WRWDOOMRWWQJ/SRZHIU =KDR DQG &DR WRJHWKHU KROG RI WKH HTXLW\ LQ
WRJHWKHU KROG RI WKH HXTXQ WAX D@W HKUREKY VX D G XORHDD Bl GE%WRH W YQUZDEOH LQWHUHVW H(
VXEVWDQWLDO LQIOXHQFH RYHU RXU EXVHQOMVVRQYROXGDWLREVLVQBQVKWHID O B LRY JDROHU
GLUHFWRUV DQG RWKHU VLJQLILFDQW FRUSRUDWH DFWLRQV 7KLV FRQFHQWUDWLR Q@ KFR
FRXOG GHSULYH RXU VKDUHKROGHUV RI DQ RSSRUWXQLW\ WR UHFHLYH D SUHPLXP IRU W
RI RXU $'6V ,Q DGGLWLRQ OHVVUV /L =KDR 'RQJ DQG &DR FRXOG YLRODWH WKH WHUPYV
E\ GLYHUWLQJ EXVLQHVV RSSRUWXQLWLHV IURP XV UHVXOWLQJ LQ RXU ORVV RI FRUSRU
VKD UHKR®EGHVUMIQDODIHL RXU FRDRY¥PODOWQG VKDUHKROGHU ZKR RZQV RI RXU RXWV
LOQYHVWPHQWY LQ LQWHUQ WML FRASICHOWU\LKROIGIMQBLOHFW DQG LQGESHEBEMW D@ HRWM K MY H
KDYH EXVLQHVVHV WKDW FRPSHWH/BLWK X\D UVE SHOWRIXV KR ZIQHI ENMOBERUSRUDWLRQ /LPLWI
GHYHORSPHQW RSHUDWLRQ DQG GLVWULEXWLRQ RI RQOLQH JDPHV AREWXH JRWXWY HF D\FX
LQWHUHVWY LQ EXVLQHVVHV WKDW GLUHFWO\ RU LQGLUHFWO\ FRPSHWH ZLWK VRPHLRE Rt
WKURXJK .LQJVRIW RU RWKHUZLVH PD\ SXUVXH DFTXLVLWLRQV RU PDNH IXUWKHU LQYHV
D FRGH RI EXVLQHVV FRQGXFW DQG HWKLFV WR KHOS ILFWWV L BW\PRQEIOD AW R (R R L QWK HV NV
GLUHFWRUV MXFRIDWOWHULDOONPW ®ROEGEXVVEBVDYIRSHUDWLRQV )RU PRUH LQIRUPDWLR
E\ RXU SULQFLSDO VKDUHKROGHUV VHH ,WHP 'LUHFWRUV 6HQLRU PDQDJHPHQW DQG (

:H PD\ ORVH WKH DELOLW\ WR XVH DQG HQM RA CL\DWHMGY HKQAW IGWHE \H R XW KIbW: B R § VLAPG IRADWDH)GY
HQWLWLHY JR EDQNUXSW RU EHFRPH VXEMHFW WR D GLVVROXWLRQ RU OLTXLGDWLRQ SU

$V SDUW Rl RXU FRQWUDFWXDO DUUDQUBPEQWE BEIQMK \R XK V3 5 B Q@ HIKER XV EPBGHKGRIGG. K
DVVHWV VXFK DV SDWHQWYV IRU WKH SURSULHWDU\ WHFKQRORJ\ WKDW DUH HVVHQWLDO
*XDQJ]KRX +XDGXRKRD YRHWEQONUXSW DQG DOO RU SDUW RI LWV DVVHWVY EHFRPH VXEMF
FRQWLQXH VRPH RU DOO RI RXU EXVLQHVV DFWLIEW [RMXW EKVEK HFRX Ol PIAFH DIOD PR G®IOEL
*XDQJ]KRX +XDGXRKRD YMREMUMYROXQWDU\ RU LQYROXQWDU\ OLTXLGDWLRQ SURFHHGLQJ
DOO Rl WKHVH DVVHWV WKHUHE\ KLQGHULQJ RXU DELOLW\ WR{RWHRMUNEXRX Q HXW LIQ QDD
Rl RSHUDWLRQV

2XU DELOLW\ WR HQIRUFH WKH HTXLW\ SOHGJH DJUHHPHQWY EHWZHHQ XV DQG 35& YDULI
ODZV DQG UHJXODWLRQV

3IXUVXDQW WR WKH HTXLW\ LQWHUHVW SOHGJH DJUHHPHQWY EHWZHHQ %HLMLQJ +XD(
*XDQJ]JKRX +XDGXRXIBPGC BoXHUL MDQLDEOH LQWHUHVW HQWLWHY RU 9,(V HDFK VKDUHKROGF
LOWHUHVWY LQ WKH 9,( WR RXU ¥ X¥EVIHUWIRWPWYR AHH RX WH WKH REHIOHDWWQWQV XQGHU WKH L
LOQWHUHVW SOHGJHV RI VKDUHKROGHUV RI 9,(V XQGHU WKHVH HTXLW\ SOHGJHGBUGHVPWQ
,QGXVWU\ DQG &RPPHUFH RU 6%$,& ,Q DGGLWLRQ LQ WKH UHJLVWUDWLRQ IRUPV RI WKH
RYHU WKH HTXLW\ LQWHUHVWY XQGHU WKH HTXLW\ LQWHUHVW SOHGJH DJUHHPHQWV WK
UHSUHVHQWYV RI WKH UHJLVWHUHG FDSXWDO 7RKIH* XD & U K\R IXQWKHDIGHARWD GHY% Bl H MDLJQJH A P H
SURYLGH WKDW WKH SOHGJHG HTXLW\ LOWHUHVW VKDOO FRQVWLWXWH FRQWLQXLQJ VHF
VHUYLFH DJUHHPHQWY DQG WKH VFRSH RI SOHGJH VKDOO QRW EH OLPWWHGSR\WVW KHOMPWR K
WDNH WKH SRVLWLRQ WKDW WKH DPRXQW OLVWHG RQ WKH HTXLW\ SOHGJH UHJLVWUDWLI
WKLV LV WKH FDVH WKH REOLJDWLRQV WKDW DUH VXSSRVHG WR EH VHFXUHG LQ WKH HT
UHJLVWUDWLRQ IRUPVY FRXOG EH GHWHUPLQHG E\ WKH 35& FRXUW DV XQVHFXUHG GHEW
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2XU FRQWUDFWXDO DUUDQJHPHQWY (I DWKHREX I Q38 RWFIRHONV RDL G B WXHGWDLQ DGYHUVH WD[ FR

$V D UHVXOW RI RXU FRUSRUDWH VWUXFWXUH DQG WKH FRQWUD F W XIDO LCDUNH® HPW IO\
VKDUHKROGHH¥WZINHHAHVHEMHFW WR WKH  35& EXVLQHVV WD[ DQ 67 J HIGI® GO \DNER G R
JHQHUDWHG E\ RXU VXEVLGLDULHV IURP RXU FRQW UD®GWXWB®GDM Q B Q WH.PNVQ WK/ HZ 8 B\BK HROW H3.
HQWHUSULVH LQ &KLQD WR VXEPLW LWV DQQXDO HQWHUSULVH LIQFIRCAMHW CR WU H WX DY H/ER S
DXWKRULWLHY 7KHVH WUDQVDFWLRQV PD\ EH VXEMHFW WR DXGLW RU FKDOOHQJH E\ WK
DUH FRQGKPWHEH:VXEMHFW WR DGYHUVH WD[ FRQVHTXHQFHV LI WKH 35& WD[ DXWKRULW
FRQVROUGOMDHAGHB I HQW LW L MV OZHHQIHV & REVD \RLQY D@ 6 WPKHUHIRUH FRQVWLWXWH D IDYRUDEOF
DXWKRULWLHV FRXOG UHTXHVW W KDGW BIW\M & HHUQ RV L RV \3 5IRG RWRQYW\R OWE DMWIHG DOH LQFRPH X
FRXOG DGWHUN KO\ BDIUHGXFLQJ H[SHQVH GHGXFWLRQM OHFRH G H3Q BAL WLLW K HDUQ &5 & KR QN R\C
OLDELOLWLHV ZKLFK FRXOG VXEMHFW WKHVH HQWLWLHVY WR ODWH SD\PHQW IHHV DQG R
PDWHULDOO\ DIHFWB®HU VXA B3 & LKROWRHG. GIMWH @/ DHY WD[ OLDELOLWLHYV LQFUHDVH RU

.l RXU 35& FRQVROLEWMWGE G @WLWLHY IDLO WR REWDLQ DQG PDLQWDLQ WKH UHTXLVLWH O
HQYLURQPHQW IRU LQWHUQHW EDVHG EXVLQHVVHV LQ &KLQD RXU EXVLQHVV ILQDQFWBC

7KH LOWHUQHW LQGXVWU\ LQ &KLQD LV KLJKO\ UHJXODWHG 6HH ,WHP ,QIRUPDWLR
+XDGXR DV RXU 35 & LFRMWRHDE\GIMWFDB. DHG WR REWDLQ DQG PDLQWDLI{HDES®L BB E®E6 DAMLEY'
WR SURYLGH LWV FXUUHQW VHUYLFHV )RU H[DPSOH DQ LQWHUQHW LQIRUPDWLRQ VHUYL
FRXQWHUSDUWY EHIRUH HQJDJLQJ LQ DQ\ FRPPHUFLDO LQWHUQHW LQIRUPDWLRQ VHUYLF
IURP WKH 02& DQG DQ ,QWHUQHW 3XEOLVKLQJ /LFHQVH IURP WKH *$33 WR GLVWULEXWH F
3ULRU WR -XO\ VSHFLILF DSSURYDOV RQ RQOLQH EXOOHWLQ ERDUG VHUYLFHV ZHUH |
YDOLG ,&3 /LFHQVH IRU SURYLVLRQ RI LQWHUQHW DQG PRELOH QHWZRUN LQIRUPDWLRQ V
DQG DQ ,QWHUQHW 3XEOLVKLQJ /LFHQVH IRU SXEOLFDWLRQ Rl RQOLQH JDPHV DQG PRELC
7JUDQVPLVVLRQ\WRADBXGBURDBUDPV XQGHU WKH EXVRQHVYGFODNV RIQ RDHPIDRXEG RIHARQFHUI RU FH
SURJUDPV ODWWMIUNDWLF DQG HQWHUWDLQLQJ DV SUHVFULEHG LQ WKH*®BERO)MKIRX X KB GHXRRX
/JLFHQVH IRU 3URGXFWLRQ DQG 2SHUDWLRQ RI 5DGLR DQG 79 3URJUDPV FRYHULQJ WKH S
FDUWRRQV H[FOXGLQJ SURGXFWLRQ VSHFLDO VXEMHFWV VSHFLDO FROXPQV H[FOXGLC(
HVVHQWLDO WR WKH RSHUDWLRQ RI RXU EXVLQHVV DQ& ZHYAHI ARG Q R & OD WMEMH FRX W/ D\§
WKHVH OLFHQVHYV DQQXDO O\ LRAL MKD W RV K R Q16 XORLW HXQOVGH R IDRIKHUVKW HVHQW R U INK WQA H UEXHA
2SHUDWLRQ /LFHQVH GRHY QRW LQFOXGH OLFHQVH WR FRQGXFW FRPLF UHODWHG EXVLQI
RQWR DQG DFFHVVLEOH WKURXJK RXU SODWIRUP

$V ZH IXUWKHU GHYHORS DQG H[SDQG RXU YLGHR FDSDELOLWLHV DQG IXQFWLRQV ZF
DGGLWLRQ ZLWK UHV S HIFW H\GR RCBHLFQ HL FZ M HRUY MAHY \RHUYLFH RU FRQWHQW SURYLGHUV PD
DSSURYDOV RU OLFHQVHVY )RU H[DPSOH ZKLOH ODXQFKLQJ D YDULHW\ RI RQOLQH HGXFD
LQ FKDURU FRPSOHWLRQ RI VWDWXWRULO\ UHTXRU H GQDFAD®X UH U BB IRQ HRKUVEIKQ®RTRHDW
LQWHUQDO UHYLHZ Rl WKH UHOHYDQW TXDOLILFDWLRQV Rl WKH FRQWHQW SURYLGHUV D)\
UHTXLUHPHEDMWQRW DVVXUH \RX WKDW ZH RU WKH VHUYLFH RU FRQWHQW SURYLGHUV ZLO
PDQQHU RU DW DOO 3ULRU WR WKH UHFHLSW RI VXFK TXDOLILFDWLRQV SHUPLWV DSSU
DQG EH VXEMHFW WR SHQDOWLHYV
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$V WKH LQWHUQHW LQGXVWU\ LQ &KLQD LV VWLOO DW DQ HDUO\ VWDJH RI GHYHORSP
WKDW FRPH WR WKH DXWKRULWLHY DWWHQWLRQ ,Q WKH LQWHUSUHWDWLRQ DQG LPSOH
FRQVLGHUDEOH XQFHHWDOQ@WMH D WWXIUMHO\ RIXLWWDW ZH ZLOO QRW EH IRXQG LQ YLRODWLR!¢
UHIJXODWLRQVIFRRWUGIXQHWWOW R LKKBQJHYV LQ WKH UHOHYDQW DXWKRULWLHYVY LQWHUSUHWDWL
DGGLWLRQDO OLFHQVH RU DSSURYDOV DQG ZH FDQQRW DVVXUH \RX WKDW ZH ZLOO EH D
QHFHVVDU\ ILOLQJV LQ WKH IXWXUH ,I ZH IDLO WR REWDLQ RU PDLQWDLQ DQ\ RI WKH UH
YDULRXVY SHQDOWLHYV VXFK DV FRQILVFDWLRQ RI WKH QHW UHYHQXHVY WKDW ZHUH JHQHL
GLVFRQWLQXDWLRQ RU UHVWULFWLRQ RI RXU RSHUDWLRQV $Q\ VXFK SHQBBOW LRDMW PDX V&L
FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

7KH VKDUHKROGHUV RI RXU 35& YDULDEOH LQWHUHVW HQWLWLHYV PD\ KDYH SRWHQWLDO
RXU IDRRU EXVLQHVY PD\ EH PDWHBIWH®@WO\ DQG DGYHUVHO\ DI

*XDQJ]KRX +XDGXRXBDGDWHLRXQNDPDULDEOH LQWHUHVW HQWR@AL®HY QOHWDRIDQ® ¥LQ &OH
RI WKH HTXLW\ LQWHUHVW LQ *XDQJ]JKRX +XDGXR DQG OHVVUV /L =KDRGDQG KH R QMRIBIRI
/HL =KDR DQG &DR DV WKH FRQWUROOIHQ IVRPUMKR Q@MUHURVWKHHRORXWPBRBIDQ\ DV D ZK
PD\ QRW EH LQ WKH EHVW L& VWDQQRMVDRIVRKXH FRR SDKDW ZKHQ FRQIOLFWYV RI LQWHUHVW
LQWHUHVWY RI RXU FRPSDQ\ RU WKDW FRQIOLRWYGRILMWAL\RBUBMWWUXLOD EHLUEYXR R YRAG &0
+XDGXR DQGXBBLMA@ WKHLU UHVSHFWLYH VXEVLGLDULHVY WR EUHDFK RU UHIXVEMWRRIB®
H[LVWLQJ DUUDQJHPHQWY WR DGGUHVV SRWHQWLDO FRQIOLFWV RI LQWHUHVW OHVVUV /
9,(V RQ WKH RQH KDQG DQG DV D EHQHILFRQ OVREQRMW KRIW & DWHF WSRIR RIL GRKE WRBBDDN FR:
H[FOXVLYH RSWLRQ DJUHHPHQW ZLWK OHVVUV /L /HL =KDR DQG &DR WR FDXVH WKNKBDVV
35& HQWLW\ RU LQGLYLGXDO GHVLJQDWHG E\ XV DQG W KLGDQMHZXDIGDW K K ROIBIBR RO WX D QUH
+XDGXR RU XGTLWIRQUHSODFH WK®@& B AL&/IMWLICRIQG LU WKWRUWFRQIOLFWY RI LQWHUHVW DULVH %
FRXOG DOVR LQ WKH FDSDFLW\ R DMWWWRLYQ KL L/ LD E WDIRVDSILR % DRE GUXE &0V WKSREQRAHD ¢
*XDQJ]KRX +XDGXK®BD WR LM SQIDFH WKH WHOWRQJIBYVVHFWRUVHL =KDR DQG &DR WR FRP
FRQWUDFWYV DQG SURYLGH WKB WU LRHH \BRWXYWD RG 6 RNBROWL YWHRRRXU FRPSDQ\ DQG UHTXLL
DGYDQWDJH RI WKHLU SRVIWDRYR LRHDS RQVRODA VDLIQVHL DQG =KDR WR DELGH E\ WKH (
KDYH D GXW\ RI FDUH DQG D GXW\ Rl OR\DOW\ WR DFW KRQHVWKH. Q HRRGG [\DDLAMHZ R UWK BRI
,VODQGV GR QRW SURYLGH JXLGDQFH RQ UHVROYLQJ FRQIOLFWVY LQ WKH HYHQW RI D FRC(
LQWHUHVW RU GLVSXWHY EHWZHHQ XV DQG OHVVUV /L /HL =KDR DQG &DR ZH ZRXOG KD
DQG VXEMHFW XV WR VXEVWDQWLDO XQFHUWDLQW\ DV WR WKH RXWFRPH RI DQ\ VXFK OH

,PSOHPHQWDWLRQ RI WKH QHZ ODERU ODZV DIGE W HRIXD B Y\ RNV VQD&IGL Q B VPXOO WD\G RH RSO

3XUVXDQW WR D QHZ ODERU IFRQWVID AW ODIXWKDW EBBRGPHMY LP SBFWHQN DY BRIG WKDI
HPSOR\HUV DUH VXEMHFW WR VWULFWHU UHTXLUHPHQWY LQ WHUPV RI VLIJQLQJ ODERU FI
SUREDWLRQ DQG XQLODWHUDOO\ WHUPLQDWLQJ OB ERWU YAROHWVYD DG OCH W R IWKHHWD L DLHGH
LPSOHPHQWDWLRQ SUDFWLFH DQG SRVVLEOH SH®B®WHY FXWUHQYQF A 8 O/M\PG QW & ROKLFEZ
SROLFLHV DQG SUDFWLFHV PD\ YLRODWH WKH ODERU FRQWUDFW ODZ RU LWV LPSOHPHQV
&RPSOLDQFH ZLWK WKH ODERU FRQWUDFW ODZ DQG LWV LPSOHPHQWDWLRQ UXOHV PD\ L
ZH GHFLGH WR WHUPLQDWH VRPH RI RXU HPSOR\HHV RU RWKHUZLVH FKDQJH RXU HPSOR\
DOVR OLPLW RXB VD BIORWH MERDBUHYV LG DWGE M M LEEDERKHBRX G @NBBWHRMXH BXWULQHVY DQG UHV
2FWREHU WKH 6WDQGLQJ &RPFL&RWQHHHIVWKHR PXWIRWHG 3WRE B I6IR BIRFQ D Q \Z KW BN
EHFDRHFMILYH RQ -$6FRUGLQJ WR WKH 6RFLD®MR)\E WX UDQM $SDUWLFLSDWH LQ SHQVLRQ LG
PHGLFDO LQVXUDQFH XQHPSOR\PHQW LQVXUDQFH DQG PDWHUQLW)\ LQVXUDQHH WEE WRF
LQVXUDQFH SUHPLXPV IRU VXFK HPSOR\HHV

:H H[SHFW RXU ODERU FRVWVY WR LQFUHDVH GXH WR WKH LPSOHPHQWDWLRQ RI WKHV
ObzZV DQG UHJXODWLRQV DUH VWLOO HYROYLQJ ZH FDQQRW DVVXUH \RX WKDW RXHKOHDPASH
DQG UHJXODWLRQV LQ &KLQD ZKLFK PD\ VXEMHFW XV WR ODERU GLVSXWHV RU JRYHUQPI
UHJXODWLRQV ZH FRXOG EH UHTXLUHG WR SURYLGH DGGLWLRQDO FRPSHQVDWLRQ WR R
PDWHULDOO\ DIHFWHB®HUVHO\ DI

JXUWIODEERU GLVSXWHYV ZRUN VWRSSDJHV RU VORZGRZQV DW RXU ODERUDWRULHV SI
GLVUXSW RXU GDLO\ RSHUDWLRQ RU RXU H|SPQYVLRQ BRD EXWDVIREHKYYH PDWHULDO DGYHU

&XUUHQWO\ WKHUH LV QR ODZ RU UHJXODWLRQ VSHFLILFDOO\ JRYHUQLQJ YLUWRK® OLMWHVH
RSHUDWRUV PD\ KDYH IRU YLUWXDO DVVHWYV

:KLOH SOD\LQJ RQOLQH JDPHV RU SDUWLFLSDWLQJ RQ << &0OLHQW DFWLYLWLHV SOD\
RWKHU DFFHVVRULHYV 6XFK YLUWXDO DVVHWV FDQ EH LPSRUWDQW WR RQOLQH JDR® SOD
YLUWXDO DVVHWY FDQ EH ORVW IRU YDULRXV UHDVRQV RIWHQ WKURXJK XQDXWKRUL]JHG
FDXVHG E\ D GHOD\ RI QHWZRUN VHUYLFH D QHWZXAKRWN RYVDYR RIL KDIFAN RQYJI ULLHNK DYDIMWMLLIRHY/ V
SURSHUW\ ULJKWV $V D UHVXOW WKHUH LV XQFHUWDLQW\ DV WR ZKR WKH OHJDO RZQHL
DQG ZKHWKHU DQ RSHUDWRU RI RQOLQH JDPHV VXFK DV XV ZRXOG KDYH DQ\ OLDELOLW\!
ORVV RI VXFK YLUWXDO DVVHWYV %DVHG RQ UHFHQW 35& FRXUW MXGJPHQWYVY WKH FRXUW
SOD\HUV DQG RUGHUHG RQOLQH JDPH RSHUDWRUV WR UHWXUQ WKH ORVW YLUWXDO LWF
EH VXHG E\ RXU JDPH SOD\HUV RU XVHUV DQG KHOBFOM BEKOHJHSX WD WL RV D RIGL E XK VALIAHY N
RSHUDWLRQV
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&RPSOLDQFH ZLWK WKH ODZV RU UHIJXODWLRQV JRYHUQLQJ YLUWXDO FXUUHQF\ PD\ UHV X
EXVLQHVV PRGHO

7KH LVVXDQFH DQG XVH RI YLUWXDO FXUUHQF\ LQ WKH 35& KDV EHHQ UHJXODWHG V
-DQXDU\ WKH OLQLVWUWRH ®2EO WK BHFXUDWG WKH *$33 MRLQWO\ LVVXHG D FLUFXODL
WKH XVH RI YLUR/ XNOWDNXUQ HR@OLQH JDPHV WKDW LQYROYH RQOLQH JDPEOLQJ DV ZHOO C
ODXQGHULQJ RU LOOLFLW WUDGH WKH FLUFXOIU MBRPALRKILRIQYVVLRQWK B HRIWR IR IRSIHUMD X\DF
ORVLQJ RI JDPHVY E UHTXLUHV RQOLQH JDPH RSHUDWRUV WR LPSRVH OLPLWV RQ XVH R
FXUUHQF\ LOWR UHDO FXUUHQF\ RU SURSHUW\ DQG G SURKLELWVY VHUYLFHV WKDW HQD
02& DQG WKH 02)&20 MRLQWO\ LVVXHG D QRWLFH UHJDUGLQJ VWUHQRW KIKW DD QV & K UDJGIFL
02& LVVXHG WKH 3URYLVLRQDO $GPLQLVWUDWLYH OHDVXUHV RI 2QOLQH *DPHV RU WKH 2
YLUWXDO FXUUHQF\ LVVXHG E\ RQOLQH JDPH RSHUDWRUV PD\ EH RQO\ XVHG WR H[FKDQJI
SURGXFWYVY DQG VHUYLFHV RI RWKHU HQWLWLHV

H LVVXH YLUWXDO FXUUHQF\ DQG SUHSDLG JDPH WRNHQV WR JDPH SOD\HUV RQ << &
FKDQQHOV LQFOXGL®JIPKY LR KD SHBFHYV RI DGMXVWLQJ WKH FRQWHQW RI RXU S OIDRK
WR FRPSO\ ZUWKDMOKEB XU UHQF\ ROV KRIX DR Z HREYHHIH M YRIQDH. GHR JDFPW RLUWXDO FXUUHQF\ W
\RX WKDW WKH 35& UHJXODWRU\ DXWKRULWLHY ZLOO QRW WDNH D YLHZ FRQWUDU\ WR R>
WKH\ DFKLHYH RU WLPH VSHQW SOD\LQJ JDPHV DUH WUDQVIHUDEOH DQG H[FKDQJHDEOH

UHJXODWRU\ DXWKRULWLHVY GHHP VXFK WUDQVIHU RU H[FKDQJH WR EH D YLUWXDO FXUU}
YLUWXDO EMUPUIH@AVR EH GHHPHG WR EH SURYLGLQJ WUDQVDFWLRQ SO D VWILRPXRO WHIQWLRRH\
LQ ERWK RI WKHVH DFWLYLWUMAXD® SR KHEFVHE® WOQRH U QUWKDW HYHQW ZH PD\ EH UHTXI
RU VXFK GHHPHG WUDQVDFWLRQ VHUYLFH DFWLYLWLHV DQG PD\ EH VXEMHFW WR FHUWI
RI WKH IRUHJRLQJ FRXOG KBFW R® RXHULDD\WOL QBYW DG HIHVXOWV Rl RSHUDWLRQV

,Q DGGLWLBOY XWBERRUUHQF\ 1IRWLFH SURKLELWY RQOLQH JDPH RSHUDWRUV IURP VHW
FXUUHQF\ E\ SOD\HUV IRU WKH FKDQFH WR ZLQ YLUWXDO LWHPV RU YDUWUWX RQ FRKRIMDIR QVE\F E
SURKLELWY JDPH RSHUDWRUV IURP LVVXLQJ FXUUHQF\ WR JDPH SODNHUWVXWKOROIK ZHKHHDAXK
ZRXOG DSSO\ WR FHUWDLQ DVSHFWV RI RXU RQOLQH JDPHV $OWKRXJK ZH EHOLHYH WKD\
PHDVXUHV WR SUHYHQW DQ\ RI WKH DERYH PHQWLRQHG SURKLELWHG DFWLYLWLHV ZH FI
RXUV DQG GHHP VXFK IHDWXKUWXXD/OS&RKUEQWHGREALWKHWKHUHEN VXEMHFWLQJ XV WR SHQ
JRU H[DPSOH ZH ZHUH SUHYLRXVO\ ILQHG DSSUR[LPDWHO\ 50% ZKHQ D ORFDO DXWKER
RFFXUUHQFH RI DQ\ RI WKH IRUHJRLQUHFRXRXUPBXWMLQIHDVO/OD @@ & MDGXYHWYV HRO\RIBIHUDWLRQV
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1RQ FRPSOLDQFH RQ WKH SDUW RI WKLUG SDUWLHV ZLWK ZKLFK ZH FRQGXFW EXVLQHVV |
RI WUPDWR RXU << SODWIRUP

2XU WKLUG sbuw\ JDPH GHYHORSHUV RU RWKHU EXVLQHVYV SDUWQHUV PD\ EH VXEMHF
IDLOXUHVY ZKLFK PD\ GLVUXSW RXU EXVLQHVV $OWKRXJK ZH FRQGXFW D ULJLG UHYLHZ F
ZLWK RWKHU EXVLQHVVHV VXFK DV WKLUG SDUW\ JDPH GHYHORSHUVY DQG ODQGORUGYV Z
ULJKWV RU YLRODWH DQ\ WHHUXO®ORWO \UHTEKQ WH PHIQWWHWJIXODULWLHY RU QRQFRPSOLDQFH
HILVWLQJ RU IXWXUH FRRSHUDWLRQ DQG ZH FDQQRW DVVXUH \RX WKDW DQXTKH WHHN® QU
UHJXODWRU\ DFWLRQV RQ RXUWHFRPRXU RO GBVYWQRWYYRDLMHIV DQG UHSXWDWLRQ DQG L(
35& UHJXODWLRQV DOO OHDVH DJUHHPHQWY DUH UHTXLHHG M\RHBMN O H OLHVDA HHY B KRBV R/ Al
&KLQD DQG WKH ODQGORUGV RI VRPH RI WKHVH SURSHUWLHY DUH VWLOO FRPSOHWLQJ V
DXWKRULWLHY )DLOXUH WR FRPSOHWH WKHVH UHTXLUHG UHJLVWUDWLRQV PD\ H[SRVH R
SURYLGHG XV ZLWK DSSURSULDWH WLWIFWRMKM IYIR6 D@&/HV\ R K WRKH PN MVENH LHY WB & QRN DR
WKDW VXFK FHUWLILFDWHY RU UHJLVWUDWLRQ ZLOO EH REWDLQHG LQ D WLPHO\ PDQQHU
RILFHVY ODBG NKRQRPLF ORVVHYV

:H DUH QRZ DOORZLQJ SURYLGHUV Rl VRPH RQOLQH VHUYLFHV VXFK DV RQOLE®HSBORF
HQFRXUDJH PRUH VHUYLFH SURYLGHUV VXFK DV UHFUXLWLQJ DJHQWY WR HVWDEOLVK <
UDQNLQJ VIVWHP DQG SRVW DGYHUWLVHPHQWY UHODWLQJ WR VXFK VHUYLFH SURYLGHUV
DUHDV DUH DOO KLJKO\ UHJXODWHG DQG WKH RQOLQH VHUYLFH SURYLGHUV DQG WKH St
HYLGHQFHG E\ DSSURYDOV SHUPLWVY RU FHUWLILFDWHY DQG WR FRPSO\ ZLWK YDULRXV
PXVW EH VHFXULWLHV FRQVXOWLQJ LQVWLWXWLRQV DSSURY HG FED QMKRHNVEEKW B G LEHF X U D\@L |
SDUW RI VXFK FRPPHUFLDO SDUWQHUYV PD\ FDXVH SRWHQWLDO OLDELOLWLHYV WR XV DQG

,QWHQVLILHG JRYHUQPHQW UHJXODWLRQ Rl WKH LQWHUQHW LQGXVWU\ LQ &KLQD FRXOIGF
WR RXU << SODWIRUP

7KH 35& JRYHUQPHQW KDV LQ UHFHQW \HDUV LQWHQVLILHG UHJXODWLRQ RQ YDULRYX
UHFHQWO\ DGRSWHG PRUH VWULQJHQW SROLFLHV WR PRQLWRU WKH RQOLQH JDPHV LQG)>
LQ FKLOGUHQ DQG PLQRUV 2Q $SULO HLIKW 35&WIRH BUQPWEUA RX WEREDLWLRY WKH
WKH 0,,7 LVWXHG D QRWLFH UHTXLULQJ DOO &KLQHVH RQOLQRUWPWMRREXUWD \UB GY MR PG RV
7R KHOS JDPH RSHUDWRUV LGHQWLI\ ZKLFK JDPH SOD\HUV DUH PLQRUV RQOLQH JDPH SO
EHIRUH SOD\LQJ DQ RQOLQH JDPH ZKLFK LQIRUPDWLRQ ZDV WR EH VXEPLWWH G XER DRI |
LQVWLWXWLRQ RI WKH 0L QVVRVUAFRV RBEAKMIVH 6WHEFXWUWEWLRQV FRXOG OLPLW RXU DELOLW\
6HH ,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\ % %XVLQHVV 2YHUYLHZ 35& 5HIXODWLRQ $Q
RUGHU WR FRPSO\ ZLWK WKHVH DQWL IDWLJXH UXOHV ZH VHW XS RXU V\VWHP VR WKDW |
LWHPV RU RWKHU LQ JDPH EHQHILWY WKH\ ZRX0OG RWKHUZLVH HDUQ DQG DIWHU SOD\LQJ
UHVWULFWLRQV LI GHWHFWHG E\ WKH UHOHYDQW JRYHUQPHQW DJHQFLHV PD\ UHVXOW I
RSHUDWLRQV DQG OLFHQVH UHYRFDWLRQ )XUWKHUPRUH LI WKHVH UHVWULFWLRQV ZHU}
EH PDWHULDOO\ ING® DG YHUVHO\ DI

,Q DGGLWLRQ LQ )JHEUXDU\ 35& UHJXODWRU\ DXWKRULWLHVY MRLQWO\ SURPXOJ|
SULPDU\ YHQXHV IURP ZKLFK RXU SODWIRM R KP EHUF HRV \XHG L,FoH Q M A I8 QLVQ WHDUQH VD DIV K D
LPSRVHG KLJKHU FDSLWDO DQG IDFLOLW\ UHTXLUHPHQWYV IRU WKH HVWDEOLVKPHQW RI L
UHTXLUHPHQWY RQ LQWHUQHW FDIHV VXFK DV FXVWRPHU DJH OLPLWYV DQG UHJXODWHG
LQWHUQHW FDIHV DQ\ URGXFORRMRZQ WEMWRKPEMREZWK RI LQWHUQHW FDIHV LQ &KLQD R
OLPLW RXU DELOLW\ WR PDLQWDLQ RU LQFUHDVH RXU UHYHQXHV
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ORUH VWULQJHQW JRYHUQPHQWDO UHJXODWLRQV VXFK DV WKH RQHV RXWOLQHG DHR'
RQ RXU EXVLQHVV RSHUDWLRQV

5LVNV 5HODWHG WR 'RLQJ %XVLQHVV LQ &KLQD
8QFHUWDLQWLHY LQ WKH LQWHUSUHWDWLRQ DQG HQIRUFHPHQW RI &KLQHVH ODZV DQG U

7KH 35& OHJDO V\VWHP LV EDVHG RQ ZULWWHQ VWDWXWHY DQG SULRU FRXUW GHFLVL
6KLGDL DQG *XDQJ]KRX +XDQMX 6KLGDL LV D IRUHLJQ LQYHVWHG HQWHUSULVH DQG LV V
YDULRXV &KLQHVH ODZV DQG UHJXODWLRQV JHQHUDOO\ D %3 QIFFHDW®H WHROMPRZR/SDQGHWHU® E
WKH 35& OHJDO VA\VWHP FRQWLQXHYVY WR UDSLGO\ HYROYH WKH LQWHUSUHWDWLRQV RI PI
UHJXODWLRQV DQG UXOHVY LQYROYHYVY XQFHUWDLQWLHYV

JURP WLPH WR WLPH ZH PD\ KDYH WR UHVRUW WR DGPLQLVWUDW IWH PH) G5RREGRLQQUR
DXWKRULWLHY KDYH VLIJQLILFDQW GLVFUHWLRQ LQ LOQWHUSUHWLQILPRGW RASFOHRFBQWDQYH
DGPLQLVWUDWLYH DQG FRXUW SURFHHGLQJY DQG WKH OHYHO RI OHJDO SURWHFWLRQ ZH
LQ SDUW RQ JRYHUQPHQW SROLFLHV DQG LQWHUQDO UXOHV VRPH RI ZKLFKIBBW QRMWD SXt
PD\ QRW EH DZDUH RI RXU YLRODWLRQ RI WKHVH SROLFLHY DQG UXOHV XQWLO VRPH WLP
HIHFW RI RXU FROQWUDFWXDO SURSHUW\ LQFOXGLQJ LQWHOOHFW XINHE V8 IRRKIUHBPXM L QIQ\GV SRJ
DELOLW\ WR FRQWLQXH RXU RSHUDWLRQV

&KDQJHV LY BKRRQRPLF SROLWLFDO RU VRFLDO FRQGLWLRQV RU DHRFW RR@P R QW ERALCFH VW

6 XEVWDQWLDOO\ DOO RI RXU DVVHWY DQG DOPRVW D®®&WRERXUQHXWW RIPHJYFDDEB PRGI(
SURVSHFWYV PD\ EH LQIOXHQFHG WR D VLIJQLILFDQW GHJUHH E\ SROLWLFDO HFRQRPLF D(
DV D ZKROH

7KH &KLQHVH HFRQRPRBMWKH HFRQRPLHYV Rl PRVW GHYHORSHG FRXQWULHV LQ PDQ\ U
GHYHORSPHQW JURZWK UDWH FRQWURO RI IRUHLJQ H[FKDQJH DQG DOORFDWLRQ RI UHV
XWLOL]DWLRQ RI PDUNHW IRUFHV IRU HFRQRPLF UHIRUP WKH UHGXFWLRQ RI VWDWH RZQ
LQ EXVLQHVV HQWHUSULVHY D VXEVWDQWLDO SRUWLRQ Rl SURGXFWLYH DVVHWV LQ &KL
FRQWLQXHY WR SOD\ D VLJQLILFDQW UROH LQ UHJXODWLQJ LQGXVWU\ GHYHORSPHQW E\
RYHU WKH &KLQHVH HFRQRPLF JURZWK WKURXJK DOORFDWLQJ UHVRXUFHV FRQWURO ®L@
SURYLGLQJ SUHIHUHQWLDO WUHDWPHQW WR SDUWLFXODU LQGXVWULHV RU FRPSDQLHV

:KLOH WKH &KLQHVH HFRQRP\ KDV H[SHULHQFHG VLJQLILFDQW JURZWK RYHU WKH SDV
VHFWRUV RI WKdH HAR@RIPAH JRYHUQPHQW KDV LPSOHPHQWHG YDULRXV PHDVXUHV WR HQF
RI WKHVH PHDVXUHV EHQHILW VERKKY RPYDH LEDCOWR SKKOLMIFHAD IRQH KRQVR RH BKLQHVH JRYHUQPHQW k
LQFOXGLQJ LQWHUHVW UDWH LQFUHDVHVY WR FRQWURO WKH SDFH RI HFRQRPLF JURZWK
UHGXFH WKH GHPDQG IRU RXU S U R GIXXFWVYRXYGUWNX DWW R IDRSHD G WHROWOD @G ILQDQFLDO
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:H PD\ EH DGVHUWVH®\ED WKHXRFHINMILYWLHY DQG FKDQJHV LQ 35& UHIJXODWLRQ RI LQWH

7KH 35& JRYHUQPHQW H[WHQVLYHO\ UMRGROGMGIVI RAKHIL I Q VRIZ QG WWKILGGRKIVWQ\G WKH OLF
FRPSDQLHV LQ WKH TKNVHHU QMWHIU@GXW WHODWHG ODZV DQG UHJXODWLRQV DUH UHODWLYt
VLJQLILFDQW $\Q B HUWHWIXIOQW \L Q FHUW D L Q LFFIXUDAX RAVRV B 8 WHHW P IWQ PIDZ KCHVGRFWLRQV RU RPLVYV
DSSOLFDEOH ODZV DQG UHJXODWLRQV ,VVXHV ULVNV DQG XQFHUWDLQWLHY UHODWLQJ

:H RQO\ KDYH FRQWUDFWXDO FRQWURO RYHU RXU SODMWIRINH BXH@VWRBRAXS-OXOD/NGIRR) F
UHVWULFWLRQ RI IRUHLJQ LOQYHVWPHQW LQ EXVLQHVVHV SURYLGLQJ YDOXH DGGH
VHUYLFHV I *XDQJ]KRX +XDGXR EUHDFKHYVY LWV FRQWUDFWXDO DUUDQJHPHQWYV ZI
RXU EXVLQHVV VXEMHFW XV WR VDQFWLRQV FRPSURPLVH HQIRUFHDBE@WMVR @ IXVH

7KHUH DUH XQFHUWDLQWLHY UHODWLQJ WR WKH UHJXODWLRQ RI WKH LQWHUQHW
QDPH UHJLVWUDWLRQV 3HUPLWYV OLFHQVHV RU RSHUDWL®QINYWHG HRORHL R/IL R X D ¥ X
FKDOOHQJH RU ZH PD\ IDLO WR REWDLQ SHUPLWV RU OLFHQVHV WKDW PD\ EH GHF
FHUWDLQ SHUPLWYV RU OLFHQVHV 6HH 5LVNV 5HODWLQJ WR 2XU &RIUGIRDM MG H @M
REWDLQ DQG PDLQWDLQ WKH UHTXLVLWH OLFHQVHV DQG DSSURYDOV UHTXLUHG X!
RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXaWMWHGR THU® W WRHPV P DQ 1 RH FPIDA
%XVLQHVV 2YHUYLHZ 35& 5HIJXODWLRQ ,Q DGGLWLRQ DOWKRXJK ZH FXUUHQWO\
VWULFW FRPSOLDQFH ZLWK WKH UHOHYDQW 35& UHJXODWLRQV ZH DUH FXUUHQW(
LQIRUPDWLRQ ZKHQ WKH\ UHJLWWDUW CRRINVDDY¥/ XV H U RDF RRODQW35& UHIJXODWRUV ZRX
QDPH UHJLVWUDWLRQ RQ RXU SODWULRHDPS OMKHVKHNV%HBHM L@ DPWRILFLSDO JRYHUQ
LPSOHPHQW UHDO QDPH UHJLVWUDWLRQ IRU DOO RI WKHLU UHJLVW HUHBHXRBI\UGIRIY
QXPEHUV RI UHJLVWHUHG XVHU DFFRXQWYV IRU YDULRXV UHDVRQV EHFDXVH XVHU
WKHLU SULYDWH LQIRUPDWLRQ PD\ FHDVH WR XVH RXU SURGXFWV DQG VHUYLFHV

7KH HYROYLQJ 35& UHJXODWRU\ VIVWHP IRU WKH LQWHUQHW LQGXVWU\ PD\ OHDG
WKH 6WDWH &RXQFLO DQQRXQFHG WKH HVWDEOLVKPHQW RH DZQWME & S DLUQAYFRHOQ\M P
,QIRUPDW.IFRIQ RU WKH 6&,2 WKH 0,,7 DQG WKH OLQLVWU\ RI 3XEOLF 6HFXULW\ 7Kt
PDNLQJ DQG OHJLVODWLYH GHYHORSPHQW LQ WKLV ILHOG WR GLUHFW DQG FRRUG
DGPLQLVWUDWLRQ DQG WR GHDO ZLWK FURVV PLQLVW UM UHIX XD\W R OH DRV & HWY WF
QHZ DJHQF\ RU DQ\ QHZ DJHQFLHV WR EH HVWDEOLVKHG LQ WKH IXWXUH PD\ KDYH
WKH\ PIBNFV XV XXHUAV&BPY UHJXODWLRQV RU SROLFLHV PD\ EH SURPXOJDWHG RU I
YLGHR DQG RQOLQH DGYHUWLVLQJ EXVLQHVVHV ,I WKHVH QHZ ODZV UHJXODWLR(
RSHUDWLRQV ,I RXU RSHUDWLRQV GR QRW FRPSO|HFWILKY W KRIW H IQHZ [DH OX W B WRLERID
WKHVH QHZ ODZV DQG UHJXODWLRQV ZH FRXOG EH VXEMHFW WR SHQDOWLHYV

,Q -XO0\ WKH 0,,7 LVVXHG WKH 1RWLFH Rl WKH OLQLVWU\ Rl ,QIRUPDWLRQ ,QOGXWWL
7THOHFRPPXQLFDWLRQV 6HUYLFHV 7KLV QRWLFH SURKLELWY GRPHVWLF WHOHFRPPXQLFD'
EXVLQHVV RSHUDWLQJ OLFHQVHV WR DQ\ IRUHLJQ LQYHVWRU LQ DQ\ IRUP RU SURYLGLQ.
WHOHFRPPXQLFDWLRQ EXVLQHVV LQ &KLQD $FFRUGLQJ WR WKLV QRWLFH HLWKHU WKH |
VKDUHKROGHUV PXVW GLUHFWO\ RZQ WKH GRPDLQ QDPHV DQG WUDGHPDUNV XVHG E\ VXF
QRWLFH DOVR UHTXLUHV HDFK OLFHQVH KROGHU WR KDYH WKH QHFHVVDU\ IDFLOLWLHYV
WKH UHJLRQV FRYHUHG EDOW \F RQMUDFHV V& X UW K QWHIDV\HFRPPXQLFDWLRQ FDUULHUV DQG R'
ZHUH HQWHUHG LQWR E\ *XDQJ]KRX +XOGXRH B &30 N5E\H PQWUPOQUGHPWE®\WDUH LQ FRPSOLD(
DOVR RZQV WKH UHODWHG GRPDLQ QDPHV DQG WUDGHPDUNV DQG KROGV WKH ,&3 /LFHQ"
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,Q -XQH WKH 02& SURPXOJDWHG WKH 3URYLVLRQDO $GPLQLVWUDWLRQ OHDMVMKBW\®
$XIXVW 7KH 2QOLQH *DPH OHDVXUHV SURYLGH WKDW DQ\ HOWLW\ HQJDJLQJ LQ RQC
/ILFHQVH DQG PXVW PHHW FHUWDLQ UHTXLUHPHQWY VXFK DV PLQLPXP UHJLVWHUHG FDSL
EDQGZLGWK WKH FRQWURO DQG PDQDJHPHQW RI JDPH GDWD WKH PDLQWHQDQFH RI JDP
7KH *XDQJ]KRX EUDQFK RI WKH 02& KDV FRQILUPHG WKDW VXFK RXWVRXUFLQJ DQG FRRS}H
DFWLYLWLHVY DQG WKDW RQOLQH JDPH GHYHORSHUV GR QRW KDYH WR REWDLQ WKH ,QW|
EHFDXVH RI WKH OLPLWHG WLPH LQ ZIKIFA WHKHWH RDHIDHV X WH @ GV DUOCBRVHBHMIL MWW V RROQ DVDKSH L
PHDVXUHV I WKH 02& GHWHUPLQHV LQ WKH IXWXUH WKDW VXFK TXDOLILFDWLRQV RU UH
JDPH RSHUDWLRQV ZH PD\ KDYH WR WHUPLQDWH RXU UHYHQXH VKDULQJ DUUDQJHPHQWYV
YDULRXV SHQDOWLHYV ZKLFK PD\ QHJDWLYHO\ LPSDFW RXU UHVXOWYV RI RSHUDWLRQV DQ

7KH LQWHUSUHWDWLRQ DQG DSSOLFDWLRQ RI HILVWLQJ 35& ODZV UHJXODWLRQV DQ¢
LQGXVWU\ KDYH FUHDWHG VXEVWDQWLDO XQFHUWDLQWLHY UHJDUGLQJ WKH OHJDOLW\ R
EXVLQHVVHY LQ &KLQD LQFOXGLQJ RXU EXVLQHVVY 7KHUH DUH DOVR ULVNV WKDW ZH PD’
DQG FRPSOH[LWURIXXDLWDRQ RI LQWHUQHW EXVLQHVYV

&RQWHQW SRVWHG RU GLVSOD\HG RQ RXU SODWIRUP PD\ EH IRXQG REMHFWLRQDEOH E\ 3
FRQVHTXHQFHV

7KH 35& JRYHUQPHQW KDV DGRSWHG UHJXODWLRQV JRYHUQLQJ LQWHUQHW DFFHVV D
LOQOWHUQHW FRQWHQW SURYLGHUV DQG LQWHUQHW SXEOLVKHUV DUH SURKLELWHG IURP S
DQG UHJXODWLRQV LPSDLUV WKH QDWLRQDO GLJQLW\ Rl &KLQD RU WK HXSX¥EIOH B PLRUMH W E
SURYLGHUV DUH DOVR SURKLELWHG IURP GLVSOD\LQJ FRQWHQW WKDW PD\ EH GHHPHG E\
RI WKH 35& )DLOXUH WR FRPSO\ ZLWK WKHVH UHTXLUHPHQWY PD\ UHVXOW LQ WKH UHYRI
FRQFHUQHG SODWIRUPV DQG UHSXWDWLRQDO KDUP 7KH RSHUDWRU PD\ DOVR EH KHOG O
GHWDLOHG GLVFXVVLRQ VHH ,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\ % %XVLQHVV 2YHU

:H DOORZ YLVLWRUV WR RXU SRUWDO ZHEVLWHV WR XSORDG ZULWWHQ PDWHULDOV |
WR VKDUH OLQN WR DQG RWKHUZLVH DFFHVV DXGLR YLGHR JDPHV DQG RWKHU FRQWHQ
DFFHVVHG RQ RU WKURXJK RXU ULFK FRPPXQLFDWLRQ VRFLDO SODWIRUP DQG ZKDW PHD
VXFK FRQWHQW VHH ,WHP ,QIRUPDWLRQ RQ WKAKQRPKDPI\P% YXNRU@BWL R HRY MHZH2&R
2YHUYLHZ ,QWHOOHPW®SDO5BVRS HW\BD W L Q JHVMRD 2 XEH % X EMMFW WR LQWHOOHFWXDO SURSH
ZKLFK FRXOG UHVXOW LQ RXU SD\PHQW RI VXEVWDQWLDO GDPDJHV SHQDOWLHV DQG ILQ
PD\ QRW EH DYDLODEOH RQ FRPPHUFLDOO\ UHDVRQDEOH WHUPV



7CEGIR & ROMON

6LQFH RXU LQFHSWLRQ ZH KDYH ZRUNHG FORVHO\ ZLWK UHOHYDQW JRYHUQPHQWRDW!
FRPSO\LQJ ZLWK UHOHYDQW ODZW P®OGC QRWXPBDWRRYVE®RZMRHAIHWHUPLQH LQ DOO FDVHYV
LOQWHUQHW ASHUDMMR Rl RXU LQWHUQHW FRQWHQW LV GHHPHG E\ WKH 35& JRYHUQPHQW !
GLVSOD\ VXFK FRQWHQW DQG FRXOG EHFRPH VXEMHFW WR SHQDOWLHV LQFOXGLQJ FRQI
ZKLFK FRXOG PDWHULDHFOM BRG BXGCWIHIHAAO\IDQDQFLDO FRB GLDN IRV R E®H WKEXHWW RMRRSR'
XQODZIXO DFWLRQV RI RXU XVHUV RU WKLUG SDUW\ VHUYLFH SURYLGHUV RQ RXU SODWIF
UHFHQWO\ EHHQ VXEMHFW WR D IHZ ZDUQLQJV RU ILQHV HDFK RI 50%$0WKRMXJ&KHAHN AR U WKH
FRPSOLDQFHY DQG XQGHUWRRN PHDVXUHV WR SUHYHBXOWKHRUGIFWHURQOH RIKWXWKSIHOR W
OLDELOLW\ WR XV DQG LI ZH DUH IRXQG WR EH OLDEOH ZH PD\ EMKHUFRWWW RG AHR 8 CRLDH
UHJXODWLRQV PD\ FRQWLQXH WR LQFUHDVH DV D UHVXOW RI PRUH FRQWHQW EHLQJ XSOl
GHYHORSHUV ZKLFHKHFDM RBY HUHWHK@WM Rl RSHUDWLRQV $OWKRXJK ZH KDYH DGRSWHG LC
WR UHPRQIBIRQJ FRQWHQW RQFH ZH EHFRPH DZDUH RI DQ\ SRWHQWLDO RU DOOHJHG YLRO
ODZV DQG UHJXODWLRQV RU WKLUG SDUW\ LQWHOOHFWXDO SH@®GSHQWFRQWVQWD QB PINHQ
VXFK WKLUG SDUW\ FRQWHQW 8VHUV PD\ XSORDG FRQWHQW RU LPDJHV FRQWDLQLQJ FR
EHFRPH LQYROYHG LQ OLWLJDWLRQ SURFHHGLQJV $V D UHVXOW RXU UHSX\WDAWHR® EXV

$GYHUWLVHPHQWY VKRZQ RQ RXU SODWIRUP PD\ VXEMHFW XV WR SHQDOWLHY DQG RWKH

8QGHU 35& DGYHUWLVLQJ ODZV DQG UHJXODWLRQV ZH DUH REOLJDWHG WR PRQLWRU
DQG DFFXUDWH DQG LQ IXO0 FRPSOLDQFH ZLWK DSSOLFDEOH ODZV DQG UHJXODWLRQV
DGYHUWLVHPHQWY SULRU WR LQWHUQHW SRVWLQJ VXFK DV DGYHUWLVHPHQWY UHODWL(
ZH DUH REOLJDWHG WR FRQILUP WKDW VXFK UHYLHZ KDR CEHMIOR 8§ HRII RAKRH/GI @G \D 8 QIGRY B
SHQDOWLHY LQFOXGLQJ ILQHV FRQILVFDWLRQ RI RXU DGYHUWLVLQJ LQFRPH RUGHUV W
FRUUHFWLQJ WKH PLVOHDGLQJ LQIRUPDWLRQ ,Q FLUFXPVWDQFHV LQYROYLQJ VHULRXV Y
DGYHUWLVLQJ RSHUDWLRQV RU UHYRNH RXU OLFHQVHYV

:KLOH ZH KDYH PDGIRWWYQWR FHIYWUH WKDW WKH DGYHUWLVHPHQWY VKRZQ RQ RXU St
UHJXODWLRQV ZH FDQQRW DVVXUH \RX WKDW D O O HWKHLFRY WYH I QRR Q WX QIMVEHL D W N A K X
UHJXODWLRQV HVSHFLDOO\ JLYHQ WKH XQFHUWDLQW\ LQ WKH LQWHUSUHWDWLRQ RI WKt
DGYHUWLVLQJ ODZV DQG UHJXODWLRQV ZH PD\ EH VXEMHFW WR SHQDOWLHYV IHE® ARQU RX
EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWLRQV DQG SURVSHFWYV

8QGHU WKH 35& HQWHUSUHVPMDL GFRPEDNVNNMLIQABLG DV D 35& UHVLGHQW HQWHUSULVH ZKLF
RXU VKDUHKROGHUV DQG KDHFRWDRRDRYHU UBIY XOBNWHRYHRSEHUDWLRQVY DQG WKH YDOXH RI \R

8QGHU WKH 35& HQWHUSULVH LIGIFRWLY WWBRO DD X\KDW EHFDP® MOQWHUSULVH HVWDEOL)
ERGLHV ZLWKLQ WKH 35& LV FRQVLGHUHG D UHVLGHQW HQWHUSULVH IRU 35& HQWHUSU
WD[ UDWH RQ LWV ZRUOGZLGH LQFRPH 2Q $SMIDWLRQ TR W\KWAIEHSBWKH $ TP DN \8 H DIWLRIQQ B
&KLQHVH &RQWUROOHG 2YHUVHDYV ,m[FRHNSLRGHDWWH GQWYMUHSUBLWIH R DWK B 5% D7V L V7' RIL UHF XEDAWR
SURYLGHV FHUWDLQ VSHFLILF FULWHULD IRU GHWHUPLQLQJ ZKHWKHU WKH GHIVIKRWR B D
LQ &KLQD )XUWKHEX®RUS$S RQ SWERVBHEFHQWO\ LVVXHG WKH $GPLQLVW U DWW LRIH&KH QWX WHE
2IVKRUH ,QFRUSRUDWHG BHNOGHRWEOMWMIUG UL WAR SURYLGH PRUH JX IZGOLQFHK RQUW K HWLKPHS
HIHFWLYH RQ 6HSWBBPlEXOOHWLQ FODULILHG FHUWDLQ LVVXHV LQ WKH DUHDV RI UHVLGI
FRPSHWHQW WD[ DXWKRULWLHV
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$FFRUGLQJIGWBFXODUVKRDR RPFRUSRUDWHG HQWHUSULVH FRQWUROOHG E\ D 35& HQW
WD[ UHVLGHQW HQWHUSULVH E\ YLUWXH RI KDYLQJ LWV GH IDFWR PDQDJHPHQW ERG\ L(
RQO\ LI DOO RI WKH IROORZLQJ FRQGLWLRQV DUH PHW D WKHJIWHRILRW VPG D DOHRISEQWDMNQ
SUHVHQFH PDLQO\ LQ WKH 35& E LWV ILQDQFLDO DQG KXPDQ UHVRXUFHYVY GHFLVLRQV D!
PDMRU DVVHWY DFFRXQWLQJ ERRNV FRPSDQ\ VHDOV DQG PLQXWHYV DQG ILOHV RI LWV E
KDOI RI WKH HQIWHB®SRIWMHRU VHQLRU PDQDJHPHQW ZLWK Y RWLMIHWLIEW VI XDW® KW X DR\ UL
GHWHUPLQDWLRQ SRVW GHWHUPLQDWLRQ DGPLQLVWUDWLRQ DV ZHOO DV FRPSHWHQW \
GHWHUPLQDWLRQ FHUWLILFDWH IURRRN M HWIFRAUGW WKW B8 VHORRHQMNBU RO HB KR SD\HU VKR X
&KLQHVH VRXUFHG GLYLGHQGY LQWHUHVW VHKRWDD WYHR/U $HRVUD WWHRG WVHKCHNV SKILSQUHWY I FRQW U R

S$OWKRXYIKLEF XODU7 %XQOG HWLQ RYROR DI IQFRBRSRIUDWHG HQWHUSULVHY FRQWUROO
LQVWHDG RI WKRVH FRQWUROOHG E\ 35& LQGLYLGXDOV RU IRUHLZWQBKEHWKG SRIVLAULRLAD E
IDFWR PDQDJHPHQW ERG\ FRXOG EH DSSOLHGIV®&RHWVHQWHYISQYL WHWMH WiBJ DUH/Q 6D W | VAKI
HQWHUSULVHV LQGLYLGXDOV RU IRUHLJQHUYV

:H GR QRW PHHW DOO RI WKH FRQGLWLRQVY DERYH WKHUHIRUH ZH EHOLHYH WKDW Z|
VWDQGDUGYV IRU GH IDFWR PDQDJHP&HLQW XEWRIBY SOUMWFDWEEEGCFDE WKW B$IXV )RU H[DPSOH
ERDUG RI GLUHFWRUYVY DQG WKH UHVROXWLRQV RI RXU VKDUHKROGHUVIVKRURDKR®GLQHGE
FRUSRUDWH VWUXFWXUH VLPLODU WR RXUV HYHU KDYLQJ EHHQ GHHPHG WR EH D 35& UH

+RZHYHW LV SRVVLEOH WKDW WKH 3B&UWQ WOYIWHIR B & WD/[ PXWWRNHWLEBYIGHWHUPLQF
FRPSDQ\ LV D 35& UHVLGHQW HQWHUSULVH IRU 35& HQWHUSULVH LQFRPH WD[ SXUSRVHV
FRXOG PDWHULDOO\ UHGXFH RXU QHW LQFRPH ,Q DGGLWLRQ ZH ZLOO DOVR EH VXEMHFV

$OWKRXJIK GLYLGHQGYV SDLG E\ RQH 35& WD[ UHVLGHQW WR DQRWKHU 35& WD[ UHVLG!H
ZH FDQQRW DVVXUH \RX WKDW GLYLGHQGV E\ RXU 35& VXEVLGLDULHV WR RXU &D\PDQ ,VC
IRUHLJQ H[FKDQJH FRQWURO DXWKRULWLHYV ZKLFK HQIRUFH WKH ZLWKKROGLQJ WD[ RQ (¢
SURFHVVLQJ RI RXWERXQG UHPLWWDQFHV WR HQWLWLHY WKDW DUH WUHDWHG DV UHVLG

JRUHLJQ $'6 KROGHUV PD\ DOVR EH VXEMHFW WR 35& ZLWKKROGLQJ WD[ RQ GLYLGHQC
FRPPRQ VKDUHV LI VXFK LQFRPH LV VRXUFHG IURP ZLWKLQ WKH 35& $OWKRXJK RXU KRO
ZKHWKHU GLYLGHQGY UHFHLYHG DQG JDLQV UHDOL]JHG E\ RXU IRUHLJQ $'6 KROGHUV ZLO(
UHVLGHQW HQWHUSULVH $Q\ VXFK WD[ ZLOO UG XFH WKH UHWXUQV RQ \RXU LQYHVWPHC

JLQDQ@®\IDFH XQFHUWDLQWLHY RQ WKH UHSRUWLQJ DQG FRQVHTXHQFHV RQ SULYDWH
VKDUHV LQ RXU FRPSDQ\ E\ QRQ UHVLGHQW LQYHVWRUV $FFRUGLQJ W RD WK 164D IDRH PRI/
35& 5HVLGHQW (QWHUSULYVHYGIPV\QX NGV BDX] MMRIRIR & B WHDRMHP E H U | H F2W W RUPH VD QR D W L Y H
&LUFXODU ZKHUH D QRQ UHVLGHQW HQWHUSULVH WUDQVIHUV WKH HTXLW\ LQWHUHVW
RYHUVHDV KROGRD DGR RSO ¥ XFK RYHUVHDYV KROGLQJ FRPSDQ\ LV ORABPWHGHLW OO WI

RU E GRHV QRW WD[ IRUHLJQ LQFRPH RI LWV UH YV L\GKIOOV U WK RIURY QB K KNE RS BIVDRMY F7E
DXWKRULW\ RI WKH 35& UHVLGHQW HQWHUSULVH ZLWKLQ  GD\V 7RIDQNTFHWITRQ WRD [ VDKV K 1
H[DPLQH WKH WUXH Q D\WRVEHRE WKW K 1§ LHFXWKRULW\ FRQVLGHUV WKDW WKH IRUHLJQ L
FRPPHUFLDO SXUSRVHV DQG IRU WKH SXUSRVH RI DYRLGLQJ RU UHGXFLQJ 35& WD[ WKH\
SODQQLQJ SXUSRVHV DQG UH B&BSMUDWIHMA 8 W KIHD |.Q G LG H EMY @G H U RFPD V EFHK V,)XQEM W FW VWV R 3
UDWH RI XS W&LUF X6%D U DOVR SRLQWV RXW WKDW ZKHQ D QRQ UHVLGHQW HQWHUSULV
SDUWLHV DW D SULFH ORZHU WKDQ WKH IDLU PDUNHW YDOXH WKH FRPSHWHQW WD[ DXW
WUDQVDFWLRQ
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,] RXU SUHIHUHQWLDO WD[ WUHDWPHQWY DUH UHYRNHG EHFRPH XQDYDLODEOH RU LI WK
DXWKRULWLHYV ZH PD\ EH UHTXLUHG WR SD\ WD[ LQWHUHVW DQG SHQDOWLHYV LQ H[FHVYV
D G Y H U VHHFRON HDG

7KH &KLQHVH JRYHUQPHQW KDV SURYLGHG YDULRXV WD[ LQFHQWLYHV WR RXU VXEVL(
H[DPSOH XQGHU WKH 35&»[(QMWRUSVKNH HIERPHRZEHABPWH YH RQ -DQXDU\ WKH VWDW:?:

+RZHYHADQJ]KRX +XDGXR RXU IR PRWQRGRIODQWDWHGQDWKH 35& ZDV UHFRJQL]JHG DV D K
6HSWHPEHU DQG VXEMHFW WR WKH DSSURYDO RI DQG DQQXDO UHYLHZ E\ FRPSHWI
HOQWHUSULVH LQFRPH WD[ UDWH RIKURDPRIK WZR AKDQY KR RPXDGXR UHFRUGHG ORVVHV LQ
SUHIHUHQWLDO WD[ UDWH *XDQJ]KRX +XDGXR KDV DSSOLHG IRU DQBG[ RMEVWIMIDXH & XWK NV EH |
WHFKQRORJ\ HQWHU SULVHFWIDYOHL MN.GW WO Fe@ $W HRRGEGH\UH | DQG WKHUH LV QR JXDUDQWF
+XDGXR IDLOV WR VXFFHVVIXOO\ UHQHZ LWV KLJK DQG QHZ WHFKQRORJ\ HQWHUSULVH TX
WKH \HDU DQG LI *XDQJ]KRX +XDGXR IDLOV WR PDLQWDLQ LWV VWDWXV DV D KLJK DQ
WUHDWPHQW DW DQ\ WLPH LW ZLOO EH VXEMHFW WR D KLJKHU HQWHUSULVH LQFRPH WD
VXEVLGLDULHV RU 35& IHROQNBG GH@DWHGIVILQ &KLQD RU DQ\ GLVFRQWLQXDWLRQ RU UHWU
FXUUHQWO\ HQMR\HG E\ RXU 35& VXENQGDWHIGHM CRUL 3\6L8H ¥ RLANHEFM. @D WHRX\DLE) B GY HRSYHOD \B
FRQGLWLRQ ,Q DGGLWLRQ LQ WKH RUGLQDU\ FRXUVH RI RXU EXVLQHVV ZH DUH VXEMHF
LQ WKH GHWHUPLQDWLRQ RI D SURYLVLRQ IRU LQFRPH WD[HV $OWKRXJK ZH EHOLHYH RX
SRVLWLRQ DQG ZH DUH UHTXLUHG WR SD\ WD[ LQWHUHVW DQG SHQDOWLHYV LQ H[FHVV RI
DQG DGY HURMMIOG DI

&KL@®DO $ 5XOHVY HVYWDEOLVK FRPSOH[ SURFHGXUHV IRU VRPH DFTXLVLWLRQV RI &KHLRXOW
WR SXUVXH JURZWK WKURXJK DFTXLVLWLRQV LQ &KLQD

6L[ 35& UHJXODWRU\ DJHQFLHVIISER P X JOW 66S WHPEHUNLRQV MXEVHTXHQWO\ DPHQGH
5XOHV 6HH ,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\ % %XVLQHVV 2YHUYLHZ 35& 5HJXODW
HVWDEOLVK SURFHGXUHVY DQG UHTXLUHPHQWY WKDW FRXOG PDNH VRPH DFTXLVLWLRQV F
LQFOXGLQJ UHTXLUHPHQWY LQ VRPH LQVWDQFHV WKDW WKH 02)&20 EH QRWLILHG LQ DGY
RI D &KLQHVH GRPHWWIRA HQSVDHIWGS BXVWHEXVLQHVV LQ SDUW E\ DFTXLULQJ FRPSOHPHQWDU\
5XOHV WR FRPSOHWH VXFK WUDQVDFWLRQV FRXOG EH WLPH FRQVXPLQJ DQG DQ\ UHTXLL
RU LQKLELW RXU DELOLW\ WR FRPSOIH®W RXEKDELUO QW D PARLIR[GD QAK RKK FRVAQ HMV RU PDL

35& UHIJIXODWLRQWKROBD WQYBHWRPRQW DFWLYLWLHYV E\ 35& UHVLGHQWY PD\ OLPLW RXU 3!
GLVWULEXWH SURILWYV WR XV RU RWKHUZLVH H[SRVH XV WR OLDELOLW\ DQG SHQDOWLHV

7KH 35& 6WDWH $GPLQLVWUDWLRQ RI )RUHLJQ ([FKDQJH RU 6$)( SURPXOJDWHG UHJX
ZLWK 6%$)( RU LWV ORFDO EUDQFK LQ FRQQHFWLRAKXRUW K @\X HWY HVWDEOLWVKIRE QRURW KAR 8
LQYROYLQJ D URXQGWULS VKRNI G W WWA KIHFUTKKE\UWYK FRBIFRQWUROV RQVKRUH DVVHWYV RU
DGGLWLRQ VXFK 35& FLWL]HQV RU UHVLGHQWYV PIX\K\R WS & B WL VG HSLXUU S IR W HUDAW KNOW @ 1 \MQFE
LQFUHDVHV RU GHFUHDVHV LQ LQYHVWPHQW DHPIRX ®W GA Y DWVLVR B YV GRRIQH [ WHIPJ H ¥ XR MAX KRDUL
RWKHU PDWHULDO HYHQWY WKDW GR QRW LQYROYH URXQGWULS LQYHVWPHQRV\H BRESH D)
E\ WKH 6$)( UHJXODWLRQV DUH UHTXLUHG WR FRRUGLQDWH DQG VXS HUKRWH KFKHGIVDL 6R |
VKDUHKROGHUV ZKR DUH 35& FLWL]HQV RU UHVWGH @W& V,X BWK B\ B WIKHDW B K R OUGHTUAL U Bl GO VWA
VKDUHKROGHUV ZKR DUH 35& FLWL]HQV RU UHVLGHQWY GR QRW FRPSOHWH WKHLU UHJLV
GLVWULEXWLQJ WKHLU SURILWY DQG SURFHHGV IURP DQ\ UHGXFWLRQ LQ FDSLWDO VKDU
DGGLWLRQDO FDSLWDO WR RXLDBO& WK BWR & RPSION \Z LWRKU WRHH&S) ( UHJLVWUDWLRQ DQG DF
OLDELOLW\ XQGHU 35& ODZV IRU HYDVLRQ RI DSSOLFDEOH IRUHLJQ H[FKDQJH UHVWULFW|
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2XU 35& UHVLGHQW VKDUHKROGHRBWQ\ GH\Q/ENDRD Y-LE &HODQEG /tXJ /HL KDG UHJLVWHU
RXU H[LVWLQJ SULYDWH SODFHPHQW UHZXQB HGJF\ BN KHK 61$ HQEBHEFIOX N W LFRRIQWVQ FHHRZWPHQ W\ R
UHJXODWLRQV ZLOO EH LQWHUSUHWHG DQG LPSOHP HQNMAWG FOXAUGEXYEQHNVE W & HXD WIHR BIVQ
SURVSHFWLYH 35& VXEVLGLDULHVY DELOLW\ WR FRQGXFW IRUHLJQ H[FKDQJH DFWLYLWLH"
PD\ EH VXEMHFW WR FRPSOLDQFH ZLWK WKH 6$)( UHJXODWLRQV E\ RXU 35& UHVLGHQW VEk
SUHVHQW RU SURVSHFWLYH GLUHFW RU LQGLUHFW 35& UHVLGHQW VKDUHKROGHUV RU WK
VKDUHKROGHUV WR FRPSO\ ZLWK WKH 6$)( UHIXODWLRQV FRXOG VXEMHFW XV WR ILQHV F
VXEVLGIDIBELOLW\ WR PDNH GLVWULEXAW. RQYV RZ GHDUY KLY @ WQ & ¥ VRWB Bl KU FEKX ¥ RQ B GV DIEQ G

2Q JHEUXDU\ 6%)( SURPXOJDWHG WKH 1RWLFHV RQ ,VVXHV &RQFHUQLQJ WKH )R
LQ 6WRFN ,QFHQWLYH 30DQV RI 2YHUVHDV 3XEOLFO\ /LVWHG &RPSDQLHV RU WKH 6WRFN
$GPLQLVWUDWLRQ IRU 'RPHVWLF ,QGLYLGXDOV 3DUWLFLSDWLQJ LQ (PSOR\HH 6WRFN 2ZQ
E\ 6%)( RQ ODUFK 8QGHU WKH 6WRFN 2SWLRQ 5XOHVY DQG RWKHU UHOHYDQW UXOHYV
RYHUVHDV SXEOLFO\ OLVWHG FRPSDQ\ DUH UHTXLUHG WR UHJLVWHU ZLWK 6%)( RU LWV O
SODQ ZKR DUH 35& UHVLGHQWY PXVW UHWDLQ D TXDOLILHG 35& DIHQW ZKLFK FRXOG EH
LOQOVWLWXWLRQ VHOHFWH® FE\FRQEKX BB/&WKKHEBISGLDHILVWUDWLRQ DQG RWKHU SURFHGXUHV
SDUWLFLSDQWYV 6XFK SDUWLFLSDQWY PXVW DOVR UHWDLQ DQ RYHUVHDV HQWUXVWHG L(
DQG VDOH RI FRUUHVSRQGLQJ VWRFNV RU LOQWHUHVWY DQG IXQG WUDQVIHUV ,Q DGGLWL
LQFHQWLYH SODQ LI WKHUH LV DQ\ PDWHULDO FKDQJH WR WKH VWRFN LQFHQWLYH BaDYQG
35& HPSOR\HHV ZKR KDYH EHHQ JUDQWHG VWRFN RSWLRQV UHVWULFWHG VKDUHV DQG U
KROGHUV UHVWULFWHG VKDUHKROGHUV RU UHVWULFWHG VKDUH XQLWV KROGHUV WR FR
DQG PD\ DOVR OLPLW RXU DELOLW\ WR FRQWULEXWH DGGLWLRQDO FDSLWDO LQWR RXU 3
RWKHUZLVH PDWHUHBPW QRXLGE XNIMHDAVD |

35& UHIJXODWLRQ RI GLUHFW DMKYRHMIVRRQ®L D Q & FOFRSIDAM Y RMR 35& HQWLWLHY PD\ GHOD\ |
SXEOIHHURRJ WR PDNH DGGLWLRQDO FDSLWDO FRQWULEXWLRQV RU ORDQV WR RXU 35& VX

$Q\ FDSLWDO FRQWULEXW LR ¥RRUH GRIDMBAMWR RWUZ BI5 & VXEY RGLDULHV LQFOXGLQHBUUGA
DUH VXEMHFW WR 35& UHJXODWLRQV )RU H[DPSOH QR QH URHGRPHI EGIR\DZH @ R VD V3 B/&R W OBV D
UHJLVWHUHG FDSLWDO DSSURYHG XQGHU UHOHYDQW 35& ODZV DQG WKH ORDQV PXVW EI
VXEVLGLDULHY PXVW EH DSSURYHG E\ W KH PR QEPROWR D VLWXW 1 REB QV KR WQINH BISOO VEH: DEOH
REWDLQ WKH QHFHVVDU\ DSSURYDO RQ D WLPHO\ EDVLY RU DW DOO ,l ZH IDLO WR FRPS
ORDQV RU HTXLW\ FRQWULEXWLRQV WR RNBWIB& VZKE\FLKG E RIKIGBN RSDOHEBEQBGXIDWLIGLHDO\L BV (
IXQG WKHLU ZRUNLQJ FDSLWDO DQG H[SDQVLRQ SURMHFWY DQG PHHW WKHLU REOLJDWLF



7CEGIR & ROMON

2XU 35& VXEVLGLDULHV DQIG& GbBbBRWH® HRWIGDWNGDDIH VXEMHFW WR UHVWULFWLRQV RQ SD
UHVWULFW RXU DELOLW\ WR VDWLVI\ RXU OLTXLGLW\ UHTXLUHPHQWYV

:H DUH D KROGLQJ FRPSDQ\ LQFRUS R UDHWDH R Q QG WKIHG & R\®W QURM BRRG\35& VXEVLGLDUL
WR XV E\ RXU 35& FLFOQDRVHG BWYWGWLHY IRU RXU FDVK DQG ILQDQFLQJ UHTXLUHPHQWYV V.
GLVWULEXWLRQV WR RXU VKDUHKROGHUV LQFOXGLQJ K&OWHUYWR B FEX U HpJ B0 DIVQ &R Q\H ($ W ILF
GLYLGHQGV WR XV RQO\ RXW RI WEHWWH DFEQR &OMWHRFBURBDLOWH ZLWR\&KLQHVH DFFRXQW
35& VXEVLGLDULHV LV UHTXLUHG WR VHW DVLGH DLW DD VXQG FRH UWD/LRFFXPNODMW HCQ SWF
UHDFKHV RI LWV UHJLVWHUHG FDSLWDO 7KHVH UHVHUYHV DUH QRW G [2ZAHVDW B XQNWRE OHHY
DOORFDWH IXQGV IRU VXFK UHVHUYH IXQGV )XUWKHUPROHD WIHRBXHQIBEWHEN L QE R U LGIWEDU
WKH LQVWUXPHQWY JRYHUQLQJ WKH GHEW PD\ UHVWULFW WKHLU DELOLW\ WR SD\ GLYLG
UHTXLUHPHQWYV

,Q DGGLWLRQ WKBQ®ZWYV LPBOHPHQWDWLRQ UXOHYV SURYLGH WKDW ZLWKKROGLQJ W
FRPSDQLHV WR QRQ 35& UHVLGHQW HQWHUSULVHV XQOHVV RWKHUZLVH H[HPSWHG RU UH
JRYHUQPHQWY RI RWKHU FRXQWULHV RU UHJLRQV ZKHUH WKH QRQ 35& UHVLGHQW HQWH!

JOXFWXDWLRQV LQ H[FKDQJH UDWHM HRX®R® KDXYHUHPROMY IKOCRBBYBWYRQM DQG WKH YDC

7KH YDOXH RI WKH 5HQPLQEL DJDLQVW WKHF®IEGERQO RW RIQG \R WKHW &R D& DHFD B \D QK
FRQGLWLRQV DRULHEKQQHODFKDQJH SROLFLHYV 7KH FRQYHUVLRQ RI 5HQPLQEL LQWR IRUHLJ(C
SHRYOWDQN RI &KLQD 7KH 35& JRYHUQPHQW DOORZHG WKH 5HQPLQEL WR DSSUHFLDWH P
WHWZHHQ -XO\ DQG -XQH WKLY DSSUHFLDWLRQ KDOWHG DQG WKH H[FKDQJH UDWF
-XQH WKH 35& JRYHUQPHQW KDV DOORZHG WKH 5HQPLQEL WR DSSUHFLDWH VORZO\ D
GROODU KDV DSSUHFLDWHG DJDUQNXOWKWRS5BQRGQEW K\RZHOONHWLNR GEHY RU 35& RU 8 6
EHWZHHQ WKH 5HQPLQEL DQG WKH 8 6 GROODU LQ WKH IXWXUH

7KHUH UHPDLQV VLJQLILFDQW LQWHUQDWLRQDO SUHVVXUH RQ WKH &KLQHVH JRYHUQ
WKH 8 6 G6RIADIFDQW UHYDOXDWLRQ RI WKH 5HIQPWQREQ VRX UK DY WHIY \W B W@IW L B & ED/GWIHQUW HL
GHQRPLQDWHG LQ 5HQPLQEL $Q\ VLJQLILFDQW UHYDOXBRMNRX R IUMHYGRDGEL PDWURD Y HW DO
YDOXH RI DQG DQ\ GLYLGHQGV SD\DEROW KH HRXKQSV6 W K QWS BH ®RIGIGDWR FRQYHUW 8 6 GR
H[SHQGLWXUHV DQG ZRUNLQJ FDSLWDO DQG RWKHU EXVLQHVV SXUSRVHV D-5F9W REL BWK HRS
ZH ZRXOG UHFHLYH IURP WK HDFRIQNH.UVERQW ERHSUHALDAMMLRQ RI WKH 5HQPLQEL DJDLQVW
HTXLYDOHQW RI RXU HDUQLQJV BKAW KWIKH BXUPHFRXRBUDEBHWUDBG\LDIZH GHFLGH WR FRQ
PDNLQJ SD\PHQWV IRU GLYLGHQGV RQ RXU FRPPRQ VKDUHV RU $'6V VWUDWHJILF DFETXLVL
DJDLQVW WKH 50% ZRXOKFMWDRE IV KQHH 8DBNV IGFRIO®IDU DPRXQW DYDLODEOH WR XV

9HU\ OLPLWHG KHGJLQJ RSWLRQV DUH DYDLODEOH LQ &KL QRDGMRVHH B AHD RN WD R 6 RI\DW
WUDQVDFWLROVN WR DB GXFH RXU H[SRVXUH WR IRUHLJQ FXUUHQF\ H[FKDQJH ULVN :KLOH
DYDLODELIGIFMALFEQHMY Rl WKHVH KHGJHV PD\ EH OLPLWHG DQG ZH PD\ QRW EH DEOH WR
H[FKDQJH ORVVHV PD\ EH PDJQLILHG E\ 35& H[FKDQJH FRQWURO UHJXODWLR GV B KDHV XJBIV
IOXFWXDWLRQV LQ H[FKDQJH U D WIHH\F W DR K PROHUDL @ PWWHWWERPEQWGYHUVH HI
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*RYHUQPHQWDO FRQWURO RI FXUUHQF\ FRQYHUVLRQHFI\L Y HPH M\R® WDHD F DOLXW\ RV RRXWLIOQ Y

7KH 35& JRYHUQPHQW LPSRVHV FRQWURO RQ WKH FRQYHUWLELOLW\ RI WKH 5HQPLQE!
&KLQHB UHFHLYH VXEVWDQWLDOO\ DOO RI RXU UHYHQXHV LQ 5HQPLQEL 8QGHU H[LVWLQJ
SURILW GLVWULEXWLRQV LQWHUHVW SD\PHQWV DQG WUDGH DQG VHUYLFH UHODWHG IRU
E\ FRPSO\LQJ ZLWK FHUWDLQ SURFHGXUDO UHTXLUHPHQWYV 7KHUHIRUH RXU 35& VXEVLG
IURP 6%$)( +RDSBSHIRYDO IURP RU UHJLVWUDWLRQ ZLWK DSSURSULDWH JRYHUQPHQW DXWE
DQG UHPLWWHG RXW RI &KLQD WR SD\ FDSLWDO H[SHQVHV VXFK DV WKH UHSD\PHQW RI O
GLVFUHWLRQ UHVWULFW DFFHVV WR IRUHLJQ FXUUHQFLHV IRU FXUUHQW DFFRXQW WUDQ
VXLFLHQW IRUHLJQ FXUUHQFLHV WR VDWLVI\ RXU IRUHLJQ FXUUHQF\ GHPDQGV ZH PD\ QF
KROGHUV RI RXU $'6V

5HFHQWO\ HQDFWHG UHJXODWLRQVILEXOWH BB & ¥ DN P BXH VX\H RRIWRE VB K | WHKFUIRXJ K XT XSLO/M.§
EXVLQHVV RU PDLQWDLQ RXU PDUNHW VKDUH

$PRQJ RWKHU WKLQJV WKH 0 $ 5XOHV HVWDEOLVKHG DGGLWIHRQDQGSDRFXIGXWHIR Q (OF
LOQOYHVWRUV PRUH WLPH FRQVXPLQJ DQG FRPSOH[ 6XFK UHJXODWLRQ UHTXLUHV DPRQJ F
WUDQVDFWLRQ LQ ZKLFK D IRUHLJQ LQYHVWRU WDNHV FRQWURO RI D 35& GRPHVWLF HQW
XQGHU WKH 3URYLVLRQV RQ 7KUHVKROGV IRU 3ULRU 1RWLILFDWLRQ RI &RQFHQWUDWLRQ

:H PD\ JURZ RXU EXVLQHVV LQ SDUW E\ GLUHFWO\ DFTXLULQJ FRPSOHPHQWDU\ EXVLQ
FRPSOHWH VXFK WUDQVDFWLRQV FRXOG EH WLPH FRQVXPLQJ DQG DQ\ UHTXLUHG DSSUR
LOQKLELW RXU DELOLW\ WR FRPSOHWH W XRFXUWILELQVY.WVRWLR @YS DRGFRXRREOWGLOHVY RU PDLQ

,] WKH FXVWRGLDQV RU DXWKRUL]JHG XVHUV RI FRQWBBRYOLQJ RRD MREG RIEIVAHDNVK/RISW DRY
UHVSRQVLELOLWLHYVY RU PLVDSSURSULDWH RU PLVXVH WKHVH DVVHWMFWXG EXVLQHVYV D(

8QGHU 358 BDX0 GRFXPHQWY IRU FRUSRUDWH WUDQVDFWLRQV LQFOXGLQJ FRQWUDF!
LPSRUWDQW WR RXU EXVLQHVV DUH H[HFXWHG XVLQJ WKH FKRSV RU VHDO RI WKH VLJQL
DQG ILOHG ZLWK WKH UHOHYDQW EUDQFK RI WKH $GPLQLVWUDWLRQ RI ,QGXVWU\ DQG &R

$OWKRXJK ZH XVXDOO\ XWLOL]JH FKRSV WR HQWHU LQWR FRQWUDFWYV WKH GH YV LIQIDN
HQWLWLHYV KDYH WKH DSSDUHQW DXWKRULW\ WR HQWHU LQWR FRQWUDFWV RQ EHKDOI R
RXU 35& VXEVLGLDULHWLORBWHRD YRWILAIWN@O DH PHPEHUV RI RXU VHQLRU PDQDJHPHQW V
35& VXEVLGLDULHV DQGLPRGNGRBQBDLWHBVDXQGHU ZKLFK WKH\ DJUHH WR DELGH E\ YDULR?
RI RXU FKRSVY DQG FKRSV RI RXU 35& HQWLWLHV ZH JHQHUDOO\ VWRUH WKHVH LWHPV LQ
GHSDUWPHQW RI HDFK RI RXU V XEVILIW B & DHQKRIBK AR FRQLWBRW WK K DXWKRUL]JHG SHUVI
ZLOO SUHYHQW DOO LQVWDQFHV RILDBDXWYH RRXQHD®WKRIAHH6FFRUGRQQEBO PLVXVH RU PL)
HQFRXQUWANODWILHY LQ PDLQWDLQLQJ FRQWURO RYHU WKH UHOHYDQW HQWLWLHYV DQG H[S
REWDLQV FRQWUROIRUWKMRFRRWW ILQ MROMIURO RYHU DQ\ R I LROXD W/5348G VIKEW L @/ILBIWVL \H RW A
FRQVROUGOMDHGHBI HQWLW\ ZRXOG QHHG WR SDVV D QHZ VKDUHKROGHU RU ERDUG UHVRO
DFWLRQ WR VHHN WKH UHWXUQ RI WKH FKRSV DSSO\ IRU QHZ FKRSV ZLWK WKH UHOH¥DQ
ILGXFLDU\ GXWLHV WR XV ZKLFK FRXOG LQYROYH VLJQLILFDQW WLPH DQG UHVRXUFHV D¢
DIHFWHG HQWLW\ PD\ QRW EH DEOH WR UHFRYHU FRUSRUDWH DVVHWYV WKDW DUH VROG R
UHOLHV RQ WKH DSSDUHQW DXWKRULW\ RI WKH UHSUHVHQWDWLYH DQG DFWV LQ JRRG ID
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2XU DXGOWNRH RWKHU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUPV RSHUDWLQ
$FFRXQWLQJ 2YHUVLIJKW %RDUG DQG DV VXFK LQYHVWRUV PD\ EH GHSULYHG RI WKH EH!

7KH LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP WKDW LVVXHV WKH DXGLV
SXEOLFO\ LQ WKH 8QLWHG 6WDWHY DQG D ILUP UHJLVWHUHG ZLWK WKH 3XEOLF &RPSDQ\
WKH 8QLWHG 6MRDWHHIX OVIRU XLQG/HBB FWLRQV E\ 3&$2% WR DVVHVV LWV FRPSOLDQFH ZLWK Wt
DXGLWRU LV ORFDWHG LQ &KLQD D MXULVGLFWLRQ ZKHUH 3&$2% LV FXUUHQWO\ XQD EQam
RWKHU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUPV RSHUDWLQJ LQ &KLQD L

,QVSHFWLRQV RI RWKHU ILUPV WKDW 3&%2% KDV FRQGXFWHG RXWVLGH RI &KLQD KDYH LC
SURFHGXUHV DQG VXFK GHILFLHQFLHY PD\ EH DGGUHVVHG DV SDUW RI WKH LQVSHFWLRC(

7KH LQDELOLW\ RI WKH 3&%2% WR FRQGXFW LQVSHFWLRQV RI LQGHSHQGHQWLE M OMW \WHRUH®
HIHFWLYHQHVYV RIDROGUW W XBJR¥FRIGXUHYV RU TXDOLW\ FRQWURO SURFHGXUHV DQG WR WKH I
DXGIWVRUGLW SURFHGXUHYV DQG TXDOLW\ FRQWURO SURFHGXUHV LQYHVWRUV PD\ EH GHE

SBURFHHGLQJV LQVWLWXWHG UHFHQWO\ E\ WKH 6(& DJDLQVW ILYH 35& EDVHG DFFRXQWLQ
UHVXOW LQ ILQDQFLDO VWDWHPHQWY EHLQJ GHWHUPLQHG WR QRW EH LQ FRPSOLDQFH Z

,Q '"HFHPEHU WKH 6(& LQVWLWXWHG DGPLQLVWUDWLYH SURFHHGLQJV DJDLQVW IL
DFFRXQWLQJ ILUP DOOHJLQJ WKDW WKHVH ILUPV KRG HWL R Q BWHG 800 WIHFXW MAKIHHIWH R Q B
ILUPV ZRUN SDSHUV UHODWHG WR WKHLU DXGLWV RI FHUWDLQ 35& EDVHG FRPSDQLHV W
RQJRLQJ 6(& LQY HVAHUBD\WRRQBQG DUH QRW WKH VXEMHFW RI DQ\ 6(& LQYHVWLJDWLRQV |
WKH DFFRXQWLQJ ILUPV ,I WKH 6(& LV VXFFHVVIXO LQ WKH SURFHHGLQJV LW FRXOG UH\
ILUP ORVLQJ WHPSRUDWK®\ RELSHWP IMRHOWIRWLFH EHIRUH WKH 6(& :KLOHRAHAGQQRW SIt
ILUPV LQFOXGLQJ RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF \WRARXELVDOL@A W B PSDBE W IGHQI
XQDEOH WR ILQG WLPHO\ DQRWKHU UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP ZKLFK FDQ D:
GHWHUPLQHG WR QRW EH LQ FRPSOLDQFH ZLWK WKH UHTXLUHPHQWYV IRU ILQDQFLDO VWEL
DPHQGHG RU WKH ([FKDQJH $FW 6XFK D GHWHUPLQDWLRQ FRXOG XOWLPDWHO\ OHDG WF
GHUHJLVWUDWLRQ IURP WKH 6(& RU ERWKHEWLFK @RWOE PLXEDAWH @AW HD\® OD ® H@GX RH ARYXU HA

5LVNV 5HODWHG WR 2XU $'6V
7KH WUDGLQJ SULFHV RI RXU $'6V DUH OLNHO\ WR EH YRODWLOH ZKLFK FRXOG UHVXOW 1

7KH GDLO\ FORVLQJ WUDGLQJ SULFHV RIRRXU $16Y UD QUK WWOREBEJ SULFH RI RXU $'6)
IOXFWXDWH ZLGHO\ GXH WR IDFWRUV EH\RQG RXU FRQWURO 7KLV PD\ KDSSHQ EHFDXVH
PDUNHW SULFHV RU WKH XQGHUSHUIRUPDQFH RU GHWHULRUDWLQJ ILQDQFLDO UHVXOWYV
8QLWHG 6WDWHV LQ UHFHQW \HDUV 7KH VHFEXULWLHV RI VRPH Rl WKHVH FRASDQIW YV LKQFYX
VRPH FDVHV VXEVWDQWLDO SULFH GHFOLQHV LQ WKH WUDGLQJ SULFHV Rl WKHLU VHFXU
RIHULQJYV LQFOXGLQJ FRPSDQLHV LQ LQWH U QIHHW WD QK IV FORY. W DWQHBMZ/RRINL Q ¥ HEXW R Q M W RIX/I
BWDWHV ZKLFK FRQVHTXHQWO\ PD\ LPSDFW WKH WUDGLQJ SHUIRUPDQFH RI RXU $'6V UH
SHUFHSWLRQV DERXW LQDGHTXDWH FRUSRUDWH JRYHUQDQFH SUDFWLFHV RU IUDXGXBFW
WKH DWWLWXGHV Rl LQYHVWRUV WRZDUGV &KLQHVH FRPSDQLHV LQ JHQHUDO LQFOXGLQ
PDUNHWYV PD\ IURP WLPH WR WLPH H[SHULHQFH VLJQLILFDQW SULFH DQG YROXPH IOXFWX
DGYHUWHWHRQ WKH PDUNHW SULFH RI RXU $'6V
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,Q DGGLWLRQ WR PDUNHW DQG LQGXVWU\ IDFWRUV WKH SULFH DQG WUDGLQJ YROXPI
IROORZLQJ

YDULDWLRQV LQ RXU QHW UHYHQXHV HDUQLQJV DQG FDVK IORZ
DQQRXQFHPHQWYV RI QHZ LQYHVWPHQWY DFTXLVLWLRQV VWUDWHJILF SDUWQHUVK
DQQRXQFHPHQWYV RI QHZ VHUYLFHV DQG H[SDQVLRQV E\ XV RU RXU FRPSHWLWRUYV
FKDQJHV LQ ILQDQFLDO HVWLPDWHY E\ VHFXULWLHY DQDO\VWV

FKDQJHV LQ WKH QXPEHU RI RXU UHJLVWHUHG RU DFWLYH XVHUV

IOXFWXDWLRQV LQ WKH QXPEHU RI SD\LQJ XVHUV RU RWKHU RSHUDWLQJ PHWULFV
IDLOXUH RQ RXU SDUW WR UHDOL]H PRQHWL]DWLRQ RSSRUWXQLWLHV DV H[SHFWH
DGGLWLRQV RU GHSDUWXUHV RI NH\ SHUVRQQHO

UHOHDVH RI ORFN XS RU RWKHU WUDQVIHU UHVWULFWLRQV RQ RXU RXWVWDQGLQ.
GHWULPHQWDO QHJDWLYH SXEOLFLW\ DERXW XV RXU FRPSHWLWRUV RU RXU LQGX
SRWHQWLDO OLWLJDWLRQ RU UHJXODWRU\ SURFHHGLQJV RU FKDQJHV

$Q\ RI WKHVH IDFWRUN PQ& WVHKKGGCH) IFKKD@IHY LQ WKH YROXPH DQG SULFH DW ZKLFK R
H DUH DQ HPHUJLQJ JURZWK FRPSDQ\ ZLWKLQ WKH PHDQLQJ RI WKH 6HFXULWLHV $FW D(

:H DUH DOLQUPHWLRZWK PRPGBR\QHG LQ WKH -2%6 $FW DQG ZH PD\ WDNH DGYDQWDJH F
DSSOLFDEOH WR RWKHU SXE OLFQRRIFERZWN K ¥ RAPKSIDW LDHMH L@AE\IQRFAHEMH LRORIVWH V K LQ HIG DR \WR K
DWWHVWDWLRQ UHTXLUHPHQWYV RI 6HFMQLR QU R Z VRKFVRD SIBQIX DW Z H | [ZUHH HIDH HW HURW W R FF
UHTXLUHPHQWY RXU LQYHVWRUV PD\ QRW KDYH DFFHVV WR FHUWDLQ LQIRUPDWLRQ WKH

7KH -2%6 $FW DOVR SURNQG HYVRE WEKW RPRSBRNWBGRHY QRW QHHG WR FRPSO\ ZLWK DQ\ QI
GDWH WKDW D SULYDWH FRPSDQ\ LV RWKHUZLVH UHTXLUHG WR FRMSIOD ZH WIO NKX\WK & MR R
SURYLVLRQ DQG DV D UHVXOW ZH ZLOO FRPSO\ ZLWK QHZ RU UHYLVHG DFFRXQWLQJ VWI
RXW RI WKH HIWHQGHG WUDQVLWLRQ SHULRG XQGHU WKH -2%6 $FW LV LUUHYRFDEOH
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,/, VHEXULWLHY RU LQGXVWU\ DQDO\VWYV GR QRW SXEOLVK UHVHDUFK RU UHSRUWY DERXW
$'6V WKH PDUNHW SULFH IRU RXU $'6V DQG WUDGLQJ YROXPH FRXOG GHFOLQH

7KH WUDGLQJ PDUNHW IRU RXU $'6V ZLOO EH LQIOXHQFHG E\ UHVHDUFK RU UHSRUWYV
DQDO\WWV ZKR FRYHU XV GRZQJUDGH RXU $'6V WKH PDUNHW SULFH IRU RXU $'6V ZRXOG
UHJXODUO\ SXEOLVK UHSRUWY RQ XV ZH FRXOG ORVH YLVLELOLW\ LQ WKH ILQDQFLDO PL
GHFOLQH

7KH VDOH RU DYDLODELOLW\ IRU VDOH RU SHUFHLYHG VDOH RU DYDLODHRWLWKHRU FDON

6DOHV RI VXEVWDQWLDO DPRXQWYV RI RXU $'6V LQ WKH SXEOER XDG P i@\MA @ VKB K HPIS K N |
$'6V DQG FRXOG PDWHULDOO\ LPSDLU RXU DHALIOQIV\ IVORWKCH. VWROUSH. WZIK®! W' b RVKRDE GH © R1L R

DUH IUHHO\ WUDGDEOH EYLSH.DWRHOW ZRWHHRX WY KDY RYXUFBMLRQ RU IXUWKHU UHJLVWUDW
BHFXULWLHV $FW DQG VKDUHV KHOG E\ RXU H[LVWLQJ VKDUHKROGHUV PD\ DOVR EH VRO!
XQGHU WKH 6HFXULWLHYV $FW DQG WKH DSSOLFDEOH ORFMUXLS D JUH HIFFELIRUGEL AR /@ W KW
VKDUHKROGHUV KDYH DJUHHG VXEMHFW WR FHUWDLQ H[FHSWLRQV QRW WR VHOO DOBUR
RU DFTXLUHG LQ RMWLQILWIQMOL S XE@/LHURID\ ZLWKRXW WKH SULR UWKH. WQ/GIHUEZ R Q Wi
VHFXULWLHV VXEMHFW WR ORFN XS DJUHHPHQWY IURP WKH ORFN XS UHVWULFWLRQV DW
,QF ,Q DGGLWLRQ FRPPRQ VKDUHV VXEMHFW WR RXU RXWVWDQ GHQLUQUK D QF CDXHB) RSN
DQG UHVWULFWHG VKDUH XQLWV DUH HOLJLEOH IRU VDOH LQ WKH SXEOLF PDUNHW WR W
DQG 5XOHV DQG XQGHUW WRH BOIVR LMV XHVDEFBALWLRQDO RSWLRQV LQ WKH IXWXUH ZK
DGGLWLRQDO UHVWULFWHG VKDUHV DQG UHVWULFWHG VKDUH XQLWV ZKLFK PD\ MHADQ Q B
SUHGLFWHZEKD W PHDWON HW VDOHV RI VHFXULWLHYV KHOG E\ RXU VLJQLILFDQW VKDUHKROGHU
VDOH ZLOO KDYH RQ WKH PDUNHW SULFH RI RXU $'6V

:H PD\ EH FODVVLILHG DV D SDVVLYRUR3)H& JR UQYHMWWHG @ WDRRHPE DIPEHUDO LQFRPH WD]J €
LQYHVWRUV LQ RXU $'6V RU FRPPRQ VKDUHV WR VLJQLILFDQW DGYHUVH 8QLWHG 6WDWHYV

:H ZLOO EH FODVVLILHG DV D SDVVLRWUW IRU& LIRU LEYHWGE 8 @WWHRWY $BQKM UD O L QIFIRHPIHW
RU PRUH RI RXU JURVV LQFRPH IRU VXFK \HDU FRQVLVWY RI FHUWDLQ W\SHV RI SDVVL
GHWHUPLQHG RQ WKH EDVLV RI IDLU PDUNHW YDOXH GXULQJ VXFK \HDU SURGXFH RU DUI
UHJDUG LVZHQWOHDW *XDQJ]KRX XX®O05 KRR BERGQYW HRAMHGE E\ XV IRU 8QLWHG 6WDWHV IHGHUI
HI[HUFLWAHWHIYH FRQWURO RYHU WKH RSHUDWLRQ RI VXFK HQWLWLHY EXW DOVR EHFDXVH .
FRQVROLGDWH WKHLU RSHUDWLQJ UHVXOWY LQ RXU FRQVROLGDWHG ILQDQFLDO VWDWHF

$OWKRXIK ZH GR QRW EHOLHYH WKDW ZH ZHUH FODVVLILHG DV D 3),& IRU 8QLWHG 6W
WKHUH LV D ULVN WKDW ZH ZLOO EHFRPH D 3),& IRU RXU FXUUHQW WD[DEOH \HDU HQGLQ
EDODQFHY DQG EHFDXVH WKH YDOXH RI RXU DVVHWYV IRU SXUSRVHV RI WKH 3),& WHVW ZL
VKDUHV $FFRKBUQXEPWXDWLRQV LQ WKH PDUNHW SULFH RI RXU $'6V DQG FRPPRQ VKDUH)\
WD[DEOH \HDUV 7KH GHWHUPLQDWLRQ RI ZKHWKHU ZH ZLOO EH RU EHFRPH D 3),& ZLOO L
VXEMHFW WR FKDQJH KBIRIM \HDQ BAHRQRDWVXUDQFH RXU EXVLQHVYV SHFfMWQR XU GP, & RW DA B\
XQFHUWDLQWLHY LQ WKH DSSOLFDWLRQ RI WKH UHOHYDQW UXOHV DQG 3),& VWDWXDVNVXU
EH JLYHQ WKDW ZH DUH QRW RU ZLOO QRW EHFRPH FODVVLILHG DV D 3),&

.l ZH DUH FODVVLILHG DV D B)8&6LKRPQGMD[DEOGHIHQHG LQ ,WHF[DVBIGREQ WDRGLQDQIE
YHGHUDO PQRRRPVIEGHUDWLRQV PD\ LQFXU VLJQLILFDQWO\ LQFUHDVHG 8QLWHG 6WDWHYV
RU FRPPRQ VKDUHV DQG RQ WKH UHFHLSW Rl GLVWULEXWLRQV RQ WKH $'6V RU FRPPRQ V
XQGHU WKH 8QLWHG 6WDWHV IHGHZB M UG FRRPHVWIDI[L H & CCHV D) X)J & KRIW DQ\ \HDU GXULQJ ZK
VKDUHV ZH JHQHUDOO\ ZLOO FRQWLQXH WR EH WUHDWHG DV D 3),& IRU DOO VXFFHHGLDQ.
+ROGHUHIGVWR FRQVXOW LWV WD[ DGYLVRU FRQFHUQLQJ WKH 8QLWHG 6WDWHV IHGHUDO 1
WUHDWHG DV D 3),& IRU RXU FXUUHQW WD[DEOH QDX GILQQGEILW K H SR DBL A XWX B H PDIN[IDEIO
LQIRUPDWLRQ VHH ,WHP $ G B LDWALIRRY® O D, W HRULADBDWE RIQW(H @ [6 SVFDQWHL\G Hi ) B MULIRQ  GBRAH. V7 H
&RPSDQ\ 5X0OHV
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2XU GXDO FODVV FRPPRQ VIKNUHH WWIRWMOQIUBLZKWK GLOO OLPLW \RXU DELOLW\ WR LQIOXI
SXUVXLQJ DQ\ FKDQJH RI FRQWURO WUDQNPFRR® ¥K DNKDMWDIQREOE B WP R\ RIXHUZ 8SBIODEMQHILFL

2XU FRPPRQ VKDUHV D U$ FRIPYFLREQ! @ KIDWWHR/ &MV ¥ ODVYV % FRBPRRP FRDQUHM UHRO BHHHR
VKDUH ZKLOH KROGHUV RI &0DVV % FRPPRQ VKDUHV DUH HQWLWOHG WR WHQ YRWHV SH!
&0ODVV % FRPPRQ VKDUH LV FBRERPRRQ FED U WR PQN \ZDPN \B\ FRRIP K® & B U HVKBIWH R)IR \& CA
FRPPRQ VKDUHV XQGHU DQ\ FLUFXPVWDQFHV 8SRQ DQ\ WUDQVIHU RI &0DVV % FRP®RDW
KROGHAFK &0ODVV % FRPPRQ VKDUHV VKDOO EH DXWRPDWLFDOO\ B FRRPRE G/KIDUHO®\ FRQY

'XH WR WKH GLVSDUDWH YRWLQJ SRZHUV DWWDFKHG WR WKHVH WZR FODVVHV RIDFRE
'XHOLQJ /EXQUHIZRQU%LQ =KOR) &DR BEGIWLH 'RQJ DQG WIOHDWHMYV SHBW LY. DOO\ RZQ DG
RXWVWDQGLQJ VKDUHV UHSUHVHQWLQJ RI WKH WRWDO YRWLQJ SRZHU DQG KDYH FRC
HOHFWLRQ RI GLUHFWRUV DQG VLJQLILRMEWRBRWUSBGRH RW R XU DRP/DIFQ LRD R X WXEFK VWD PAHK
WR LQIOXHQFH FRUSRUDWH PDWWHUV DQG FRXO G JGIUWBRXRYHI RRUKR WK H U RFK B ® U N XRIQRERE
&OD3BVWRPPRQ VKDUHV DQG $'6V PD\ YLHZ DV EHQHILFLDO

2XU DUWLFOHV RI DVVRFLDWLRQ FRQWDLQ DQWL WDNHRFWURUWR KHVU RIXWW KROW KB & 8 G VK
$'6V

2XU DUWLFOHV RI DVVRFLDWLRQ FRQWDLQ SURYLVLRQV WR OLPLW WKH DELOLW\ RI R'
WUDQVDFWLRQV 7KHVH SURKFWVRRQHWFRXOA® KBXH WKBIUMIKROGHUV RI DQ RSSRUWXQLW\ Vv
E\ GLVFRXUDJLQJ WKLUG SDUWLHV IURP VHHNLQJI AR RRE WIDRIQO BROWWIR@VRFWX B G RIRSD QD
DXWKRALMWKIRXW IXUWKHU DFWLRQ E\ RXU VKDUHKROGHUYV WR LVVXH SUHIHUUHG VKDUHYV
DQG UHODWLYH SDUWLFLSDWLQJ RSWLRQDO RU VSHFLDO ULJKWY DQG WKH TXDOLILFDWL
WHUPV RI UHGHPSWLRQ DQG OLTXLGDWLRQ SUHIHUHQFHY DQ\ RU DOO RI ZKLFK PD\ EH J!
RWKHUZLVH 3UHIHUUHG VKDUHV FRXOG EH LVVXHG TXLFNO\ ZLWK WHUPV FDOFXODWHG W
PDQDJHPHQW. PROW GLIRXU ERDUG RI GLUHFWRUV GHFLGHV WR LVVXH SUHIHUUHG VKDUH\
KROGHUV RI RXU FRPPRQ VKDUHVY DQG $'6 YHFMMHESH PDWHULDOO\ DQG DGYHUVHO\ DI
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<RX PD\ IDEAX®WLHV LQ SURWHFWLQJ \RXU LQWHUHVWYV DQG \RXU DELOLW\ WR SURWHFW
XQGHU &D\PDQ ,VODQGV ODZ

:H DUH D FRPSDQ\ OLPLWHG E\ VKDUHV LQFRUSRUDWHG XI@EHYV DVKH DFOYZHVURHG KEH RBL
DUWLFOHV RI DVVRFLDWLRQ WKH &RPSDQLHV /DZ DV DPHQGHG Rl WKH &D\PDQ ,VOD!
WDNH DFWLRQ DJDLQVW WKH GLUHFWRUV DFWLRQV E\ PLQRULW\ VKDUHKROGHUV DQG Mt
H[WHQW JRYHUQHG E\ WKH FRPPRAXI® FR MRR RV 8 8D RA DK Y @D FAWQ ,VODQGV LV GHULYHG L
SUHFHGHQW LQ WKH &D\PDQ ,VODQGV DV ZHOO DV IURP WKH FRPPRQ ODZ REX@JDDRB & RWK
FRXUW LQ WKH &D\PDQ ,VODQGVY 7KH ULJKWV RI RXU VKDUHKROGHUV DQG WKH ILGXFLDU'
HVWDEOLVKHG DV WKH\ ZRXOG EH XQGHU VWDWXWHV RU MXGLFLDGQWEH HAHBEQWVIOD B R H
ERG\ RI VHFXULWLHYV ODZV WKDQ WKH 8QLWHG 6WDWHV 6RPH 8 6 VWDWHVY VXFK DV 'HOI
WKDQ WKH &D\PDQ ,VODQGV ,Q DGGLWLRQ &D\PDQ ,VODQGV FRPSDQLHV PD\ QRW KDYH V
BWDWHYV

8QOLNH PDQ\ MXULVGLFWLRQV LQ WKH 8QLWHG 6WDWHV &D\PDQ ,VODQGVY ODZ GRHV
DQG UHFRQVWUXFWLRY RIDD FRRISDAM PR URUGIRX WR DVVHVV WKH YDOXH RI DBUFRDVRGN!
WR UHTXLUMHHWKDWLWKHRXN DGGLWLRQDO FRQVLGH UIHW HRBQLMFILRX)XE H OR R & B MWMKH RA RROML & 16
WR DSSUDLVDO ULJKWV X@GGHKREOMBADY WKID/) GYVKDWR H[HUFLVH WKHLU DSSUDLVDO BU G
FRPPRQ VKDUHV E\ VXUUHQGHULQJ WKHLU $'6V WR WKH GHSRVLWDU\ DQG SD\LQJ WKH $'6

6KDUHKROGHUV RI &D\PDQ ,VODQGV H[HPSWHG FRPSDQLHV OLNH XV KDYH QR JHQHUD:!
FRSLHV RI OLVWV RI VKDUHKROGHUV RI WKHVH FRPSDQLHV 2XU GLUHFWRUV KDYH GLVFU
ZKDW FRQGLWLRQV RXU FRUSRUDWH UHFRUGV PD\ EH LQVSHFWHG E\ RXU VKDUHKROGHU
PRUHLFIXIOW IRU \RX WR REWDLQ WKH LQIRUPDWLRQ QHHGHG WR HVWDEOLVK DQ\ IDFWV ¢
FRQQHFWLRQ ZLWK D SUR[\ FRQWHVW

$V D UHVXOW RI DOO RI WKH DERYH SKEXIOMWYHKDUHKRWEBHWVQIDWKBYH PRWHWAMWYV L(
PHPEHUV RI WKH ERDUG RI GLUHFWRUV RU FRQWUROOLQJ VKDUHKROGHUYV WKDQ WKH\ ZR

-XGJPHQWY REWDLQHG DJDLQVW XV E\ RXU VKDUHKROGHUV PD\ QRW EH HQIRUFHDEOH LQ

:H DUH D &D\PDQ ,VODQGV FRPSDQ\ DQG DOO RI RXU DVVHWV DUH ORFDWHG RXWVLGF
&KLQD ,Q DGGLWLRQ D VLJQLILFDQW RDINHRUM \BU R |QFDXYVUL RRODOHNQMQ G LWHHIEFMGRHOMWI QRS RR X Q
SRUWLRQ Rl WKHLU DVVHWY DUH ORFDWHG RXWVLGH WKH 8QLWHG 6WDWHV B6XEVWDQWLI
EH GIFIXOW RU LPSRVVLEOH IRU \RX WR EULQJ DQ DFWLRQ DJDLQVW XV RU DJDLQVW WKHYV
EHHQ LQIULQJHG XQGHU WKH 8QLWHG 6WDWHYV IHGHUDO VHFEXULWLHV ODZV RU RWKHUZL\
,VODQGYV DQG RI &KLQD PD\ UHQGHU \RX XQDEOH WR HQIRUFH D MXGHWHQW DIJDLQVW RXU

7KHUH DUH XQFHUWDLQWLHVY DV WR ZKHWKHU &D\PDQ ,VODQGV FRXUWV ZRXOG
UHFRJQL]JH RU HQIRUFH DJDLQVW XV MXGJPHQWYV RI FRXUWV Rl WKH 8QLWHG 6WDW
LPSRVH OLDELOLWLHV DJDLQVW XV LQ RULJLQDO DFWLRQV EURXJKW LQ WKH &D\P
DUH SHQDO LQ QDWXUH

7KHUH LV QR VWDWXWRU\ UHFRJQLWLRQ LQ WKH &D\PDQ ,VODQGYV RI MXGJPHQWV REW
FHUWDLQ FLUFXPVWDQFHYV UHFRJQL]JH DQG HQIRUFH D QRQ SHQDO MXGJPHQW RI D IRUHL.
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7KH YRWLQJ ULJKWV RI KROGHUV RI $'6V DUH OLPLWHG E\ WKH WHUPV RI WKH GHSRVLW C
FRPPRQ VKDUHV

$V D KROGHU RI RXU $'6V \RX ZLOO RQO\ EH DEOH WR H[HUF LY H RPPKHR ¥ RAMDQH V LLXK \I ¥
SURYLVLRQV RI WKH GHSRVLW DJUHHPHQW 8QGHU WKH GHSRVLW DJUHBPRI@ W H FRIX SW \RV
LQVWUXFWLRQV WKH GHSRVLW 3 URRFLFORID WRVDH MWK HQX Q BHRIDG DQE X @DOWK QVRWM \EHH LDEEVOMUW F
ULJKW WR YRWH ZLWK UHVSHFW WR WKH XQGHUO\LQJ VKDUHV XQOHVV \RX ZLWKGUDZ WK
DVVRFLDWLRQ WKH PLQLPXP QRWLFH SHULRG UHTXLUHG IRU FRQYHQLQJ D JHQHUDO PHH
VXLFLHQW DGYDQFH QRWLFH WR ZLWKGUDZ WKH VKDUHV XQGHUO\LQJ \RXb 6N VRR DROR
WKH GHSRVLWDU\ ZLOO QRWLI\ \RX Rl WKH XSFRPLQJ YRWH BG® QB W DWWXQ HH\ RWR VEKIIDW
PDWHULDOV LQ WLPH WR HQVXUH WKDW \RX FDQ LQVWUXFW WKH GHSRVLWDU\ WR YRWH \
RXW YRWLQJ LQVWUXFWLRQV RU IRU WKHLU PDQQHU RI FDUU\LQJ RXW \RXU YRWLQJ LQVV
PD\ KDYH QR OHJDO UHPHG\ LI WKH VKDUHV XQGHUO\LQJ \RXU $'6V DUH QRW YRWHG DV \F

7KH GHSRVLWDU\ IRU RXU $'6V ZLOO JLYH XV © FRIPFRIH WK R Q B U \XQACRHYU OAR YRVREK IR $ U6 % QD'
PHHWLQJV H[FHSW LQ OLPLWHG FLUFXIPNW DRXH WL QXKHBEKWRXOG DGYHUVHO\ DI

8QGHU WKH GHSRVLW DJUHHPHQW IRU WKH $'6V LI \RX GR QRW YRWH SWKRPE®R RWKIMI
XQGHUO\LQJ \RXU $'6V DW VKDUHKROGHUV PHHWLQJV XQOHVV

ZH KDYH IDLOHG WR WLPHO\ SURYLGH WKH GHSRVLWDU\ ZLWK QRWLFH RI PHHWLQ.
ZH KDYH LQVWUXFWHG WKH GHSRVLWDU\ WKDW ZH GR QRW ZLVK D GLVFUHWLRQDU
ZH KDYH LQIRUPHG WKH GHSRVLWDU\ WKDW WKHUH LV VXEVWDQWLDO RSSRVLWLR(
D PDWWHU WR EH YRWHG RQ DW WKH PHHWLQJ ZRXOG KDYH D PDWHULDO DGYHUVEFH
WKH YRWLQJ DW WKH PHHWLQJ LV WR EH PDGH RQ D VKRZ RI KDQGYV

7KHIHFW RI WKLV GLVFUHWLRQDU\ SUR[\ LV WKDW LI \RX GR QRW ¥ RFWRPAPRW VKDWUH K RXC
$'6V IURP EHLQJ YRWHG H[FHSW XQGHU WKH FLUFXPVWDRXE®W GRHY VKIDEHHX REEMHYV WRVLE
FRPSDOROGHUV RI RXU FRPPRQ VKDUHV DUH QRW VXEMHFW WR WKLV GLVFUHWLRQDU\ SU

<RX PD\ QRW UHFHLYH GLYLGHQGYVY RU RWKHU GLVWULEXWLRQV RQ RXU FRPPRQ VKDUHV D
WKHP DYDLODEOH WR \RX

7KH GHSRVLWDU\ Rl RXU $'6V KDV DJUHHG WR SD\ WR \RX WKH FDVK GL¥LBRRFRQRUKR'
RWKHU GHSRVLWHG VHFXULWLHV XQGHUO\LQJ RRN F160/O WIMAHU YGHH &KW HQG LIMMAMI LHEEK W DR
FRPPRQ VKDUHV \RXU $'6V WHSUBWISGWLWBOHYMUWRW UHVSRQVLEOH LI LW GHFLGHV WKDW
DQ\ KROGHUV RI $'6V )RU H[DPSOH LW ZRXOG EH XQODZIXO WR PDNH D GLVWULEXWLRQ )\
BHFXULWLHV $FW EXW WKDW DUH QRW SURSHUO\ UHJLVWHUHG RU GLVWULEXWHG XQGHU
IHDVLEOH WR GLVWULEXWH FHUWDLQ SWIRSHMDOXKM RURKUWOK® GDVWUEEBWWRREYPPOO\EH O
WKH GHSRVLWDU\ PD\ GHWHUPLQH :® KW YWRQRLR RQILEXWHR §XFR BHRISHMMU XQGHU 8 6 VHF
RWKHU VHFXULWLHY UHFHLYHB VGWR XIKY M XFR BEU WIDLVEXRGQ RKRVWDNH DQ\ RWKHU DFWLR(
RU DQ\WKLQJ HOVH WR KROGHUV RI $'6V 7KLV PHDQV WKDW \RX PD\ QRW UHFHLYH GLVWL
LPSUDFWLFDO IRU XV WR PDNH WKHP DYDLODEOH WR \RX 7KHVH UHVWULFWLRQV PD\ FDX
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<RX PD\ EH VXEMHFW WR OLPLWDWLRQV RQ WUDQVIHU RI \RXU $'6V

<RXU $'6V DUH WUDQVIHUDEOH R Qr RKHWEIRIR G\H RR WKHD GHBRVIEWBVH LWV ERRNV DW DC
H[SHGLHQW LQ FRQQHFWLRQ ZLWK WKH SHUIRUPDQFH RI LWV GXWLHV 7KH GHSRVLWDU\ |
ZLWK FRUSRUDWH HYHBWVQUX BKK DVQD PKIKWWRPH WKH GHSRVLWDU\ QHHGY WR PDLQWDL
SHULRG 7KH GHSRVLWDU\ PD\ THID/R O RVOIGLWY ERRNNQ®VHPG® SXEOLF KROLWDDRQ VIKH G
WUDQVIHUV RI RXU $'6V JHQHUDOO\ ZKHQ RXU VKDUH UHJLVWHU RU WKH ERRNV RI WKH G
WR GR VR EHFDXVH RI DQ\ UHTXLUHPHQW RI ODZ RU RDDB&U JRYHSQRHIOM RRY RIR WK b QGHISR/
LQ DFFRUGDQFH ZLWK WKH WHUPV Rl WKH GHSRVLW DJUHHPHQW $V D UHVXOW \RX PD\ E

H ZLOO LQFXU LQFUHDVHG FRVWYV DV BDJHVKXOYDO RUEGHDQWHUSXEBGHD \FRRRSO QXDOLI\ DV D(

:H DUH D SXEOLF FRPSDQ\ DQG LQFXU VLJQLILFDQW OHJD®FWFRIRXQWL\D Z D@ RW K KO
LPSOHPHQWHG E\ WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ RU WKH 6(& DQG WKH 1D
SUDFWLFHV RI SXEOLF FRPSDQLHV $V D FRPSDQ\ ZLWK OHVV 2AWKDXD 86 |\ DIIQDQILRRZM® B R
SXUVXDQW WR WKH J2Q6b JAFRZ WHQ FHRFPHEWD Q\ PD\ WDNH DGYDQWDJH RI VSHFLILHG UHGXFHG
JHQHUDOO\ WR SXEOLF FRPSDQLHV 7KHVH SURYLVLRQV LQFOXGH H[HPSWLRQ IURP WKH [

RU 6HFWLRQ LQ WK H JD DV HMMNPZHDKRW ARIPBBGQIPHER QW URO RYHU ILQDQFLDO UHSRUW
UHYLVHG DFFRXQWLQJ VWDQGDUGV XQWLO VXFK WLPH D¥XHWKIRWHH H/OWDFWGHDG) ®\R DS S I\ RAXRV
D UHVXOW ZH ZLOO FRPSO\ ZLWK QHZ RU UHYLVHG DFFRXQWLQJ VWDQGDUGY DV UHTXLU!
H[WHQGHG WUDQVLWLRQ SHULRG XQGHU WKH -2%6 $FW LV LUUHYRFDEOH

H H[SHFW WKHVH UXOHV DQG UHJXODWLRQV WR LQFUHDVH RXU OHJDO DQG ILQDQFLI
FRVWOWHU ZH DUH QRID®RD JHBEZAMX HRPIBISGFW WR LQFXU VLIJQLILFDQW H[SHQWUMDW & Z®OH
FRPSOLDQFH ZLWK WKH UHTXLUHPHQWY RI 6HFWLRQ Rl WKH 6DUEDQHYV 2[OH\ $FW RI
EHFRPLQJ D SXEQ@HFZARPMSRAHG WR LQFUHDVH WKH QXPEHU RI LQGHSHQGHQW GLUHFWRU\
DQG SURF HGX®WR HI{SHFW WKDW RSHUDWLQJ DV DLEXEWLEFQRR PRD®\ H[ISH@ WPIDYN-H | RMF i B UBHRT
LQVXUDQFH DQG ZH PD\ EH UHTXLUHG WR DFFHSW UHGXFHG SROLF\ OLPLWV DQG FRYHUTL
DGGLWLRQ ZH ZLOO LQFXU DGGLWLRQDO FRVWV DVVRFLDWHG ZLWKLRXOVBXROLDFVFRRSIDQ
WR VHUYH RQ RXU ERDUG RIIGHE K HH¥ IVIRH V¥ YRUUU B 'Q W OH AHWDLOD RILQJ DQG PRQLWRULQJ GHYH
DQG ZH FDQQRW SUHGLFW RU HVWLPDWH ZLWK DQ\ GHJUHH RI FHUWDLQW\ WKH DPRXQW |

,Q WKH SDVW VKDUHKROGHUV RI D SXEOLF FRPSDQ\ RIWHQ EURXJKW VHFXULWLHV FO
SULFH RI WKYW HRABDWLAHY I ZH ZHUH LQYROYHG LQ D FODVV DFWLRQ VW IDW WRHMNQ RROR@GD(
UHVRXUFHV IURP RXU EXVLQHVY DQG RSHUDWLRQV ZKLFK FRXOG KDUP RXU UHVXOWYV RI
FODVV DFWLRQ VXLW ZKHWKHU RU QRW VXFFHVVIXO FRXOG KDUP RXU UHSXWDWLRQ DQ(
PDGH DJDLQVW XV ZH PD\ EH UHTXLUHG WR SD\ VLIQLILFIHHGW &DRPDXUH VL ZEDFK IF® X®Q &KIDv
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,7(0 ,1)250%,21 21 7+( &293B<
$ +LVWRU\ DQG 'HYHORSPHQW RI WKH &RPSDQ\
:H FRPPHQFHG RSHUDWLRQV LQ $SULO ZLWK WKH HVWDEOLVKPHQW RI *XDQJ]KRX

FROQVROUGOMDHMCHBIHQWLWLHY WKURXJK WKH FRQWUDFWXDO DUUDQJHPHQWY GHVFULEHG

*H HYWDEOLVKHG 'RNKL ,QYHVWPHQW,V ODRIGWH R U GbN,KH QU OMLVK DQG FKDQJHG LWV
,Q $XJIXVW ZH HVWRBOLPKWG GRZKQHAK/LY ZKROO\ RZQHG E\ 'RNKL ,QYHVWPHQWYV /LPL"
+RQJ .RQJ /LPLWHG LQ BSSWBIPEHWH HVWDEOLVKHG *XD QBKKRXR'XRI\D&R RERQ P D\PLRGI G
ZKLFK ZDV ZKROO\ RZQHG E\ 'XRZDQ +RQJ .RQJ /LPLWHG *XDQJ]KRX 'XRZDQ HQWHUHG L
LWV VKDUHKROGHUV ZKLFK ZHUH VXEVHTXHQWO\ DPHQGHG VROHO\ WR UHIOHFW XSGDWF
'XRZDQ H[HUWEWH®HHFRQWURO RYHU WKH RSHUDWLRQV RI *XDQJ]KRX +XDGXR

,Q 1IRYHPEHU ZH HYWDEOLVKHG 'XRZDQ (QWHUWDLQPHQW &RUS RU 'XRZDQF%QRQ
%HLMLQJ &RPSDQ\ /LPLWHG IRUPHUO\ NQRZQ WNK'XRERD (W HM WDIL BFRFEW QQ IRPP\WWER |
ZKROO\ RZQHG E\ 'XRZDQ %9, %HLMLQJ +XDQMX 6KLGDL SXUFKDVHG DOO WKH HTXLW\ LQ"

DQG HQWHUHG LQWR D VHULHV Rl FRQWUDFWXDO DUUDQJHPHQWY ZLWK *XDQJ]KRMNFM
FRQWURO RYHU WKH RSHUDWLRQV RI *XDQJ]KRX +XDGXR 'XRZDQ +RQJ .RQJ /LPLWHG ZD

,Q '"HFHPEHU 'XRZDQ %9, HQWHUHG LQW R K R OWRH H PGIYQNW WIPW R WR U QR QWWIGG BQ7G W
'XRZDQ %9, SXUFKDVHG DOO WBRWNWTXLAV\IUQ W -ERKQIRVIRQGH RAVWPHQWY /LPLWHG

,Q ODUFK %HLMLQJ +XDQMX 6KLGDL HOWNVHG Z @ WR , DY IDUHFEMAROIRN 7 DWHE IMMHR T &
ITHRONVNV %HLMLQJ W KDARNK K6 BIK MAKD GHARMVRHWH LML QJ + X D QMU 6KQ G LG G LW H R Q/DIOH FPISW W D
6KLGDL EHFDPH KHOG E\ 'XRZDQ %N QIGP LW HGH 08 LFRHIHR7NQRZQ DV (QOLJKW 2QOLQ
FRPSDRKLFK LQ WXUQ ZDV W KON/ NX DAHLKVR.@G HEHRRI R MWK H. PIHWWH G LV DRZNQH @ E\ IIHRD\PD
&RPSDQQ $XIXVW *XDQJ]KRX 'XRZDQ ZDV UHQDPHFXKGRRRDL &RRBDQ\, QURUWB®LRQ 7

,Q '"HFHPEHU %HLMLQJ +XDQMX 6KLGDL HQWHUHG LQWR D V@ G LLHWVRY KR RIDFAUL

DPHQGHG VROHO\ WR UHIOHFW XSGDWHGXGHOD WHKIRRIXGK UZ K I KK VID\J U@ WPR@IW W \?4 H@ WALKGLBEVHERI
WKH RSHUDWLRKGWD RI %HLMLQJ 7

,Q '"HFHPEHU ZH HVWDEOLVKHG *XD Q JHRRQ ROMRQ M X RS GO\L / L@ LRVUHP® W RRI@ H HF\K Q@ k
&RPSDQ\ /LPLWHG RU *XDQJ]KRX +XDQMX 6KLGDL ZKLFK LV GLUHFWO\ RZQHG E\ 'XRZI

*XDQJ]KRX +XDGXR FXUUHQWO\ RZERPWKHGGRRPDQ ORPHY¥XRI << SERW IRV M RIGFOEGRSO!
IURP *XDQJ]KRX +XDGXR DQG =KXKDL 'XRZDQ

2XU FXUUHQW KRG&LQF FRFBDSDIQQFRUSRDDWH®LEOQWNG\OLDELOLW\ FRPSDQ\ L QI DNKIH &D
,QF DUH JRYHUQHG E\ WKH PHPRUDQGXP DQG DUWLFOHV RI DVVRFLDWLRQ WKH &RPSDQlL
&D\PDQ ,VODQGV 7KURXJK D VKDUH HWKD KB RHXBOSWHNFERIUXRZDQ %9, H[FKDQJHG DOO
VKDUHV LQ 'XRZDQ %9, IRU FRPPRQ DQG SUHIHUUHG VKDUHV RI << ,QF RQ D SUR UDWD E
HI[FKDQJH $V D UHVXOW 'XRZDQ %9, EHFDPH D ZKROO\ RZQHG VXEVLGLDU\ RI << ,QF
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<< ,QF FRPSOHWHG DQULQUWRIDO SXEGLFVRIUHSUHVHG@WARPIPRQ VKDUHODVUY 1RYHPEHU
RXU $'6V ZHUH OLVWHG RQ 7KH 1$6'$4 6WRFN) OBBNPBHXQ G H UL QY KHR @ QR-EFRVOL R{X £ QW KZW
FRPSOHWH ® QWKRIWRNHQWI FRI DQ DGGLWLRQDO $'6V UHSUHVHQWLQJ &ODVV §

2XU SULQFLSDO. FHNFXWH YO-RRDW H® QW KAXKQD & UBIDWLYK ,QGXVWUYHER & H UEGKHH+ MV QAS
*XDQJ]KRX WK BHBHKESDQH RI &KLQD 2XU WHOHSKRQH QXPEHU DW W KLFHDIGE WH\HV &DA P
ORFDWHG DWVEBR&R®SDQ\ &D\PDQ /LPLWHG RI &URFBOR\Y 6T X DWHQ G XVDK R DDA PO RY / 0D Q G V
IRU VHUYLFH RI SURFHVV LQ WKH 8QLWHG 6WDWHV LV /DHEQMKEH QWOHIRRRRIULRRWD WH 6 HUY L

6HH ,WHP 2SHUDWLQJ DQG )LQDQFLDO 5HYLHZ DQG 3URVSHFWV % /LTXLGLW\ DQG ¢
H[SHQGLWXUHV DQG GLYHVWLWXUHV

% %XVLOQHVYV 2YHUYLHZ
2YHUYLHZ

<< LV D ULFK FRPPXQLFDWLRQ VRFLDO SODWIRUP WKDW HQJDJHV XVHUV LQ UHDO WLF
FUHDWHDBQQGHRIWRXSYV RI YDU\LQJ VL]IHV WR GLVFRYHU DQG SDUWLFLSDWH LQ D ZLGH UDC
HGXFDWLRQ OLYH VKRZV DQG FRQIHUHQFH FDOOV

2XU SODWIRUP FRQVLVWVFR¥Y BQGOXRDDWQ WKMH ZHKE SRYWBOV HQG IOR RIXWH3&<EDVHG VR
DFFHVV WMRHOWHG RQOLQH DFWLYLWLHY JURXSV ZKLFK ZH UHIHU WR DV FKDQQHOV << &t
FKDQQHOV WRIMHMYFDIHLIURB®Y DFWLYLWLHY RQ RXU SODWIRUPFPR) GRXKVY RQIDLMMHE 5 RIUWD G
HYHQWY DQG FRQWHQW DY DHODEVR PFHRINYWHRXHXRIDQWRRJPD OHDGLQJ JDPH PHGLD ZHEVL
UHVRXUFHV IRURQQEQHDDVRPMWMWKH DFFHVVLELOLW\ DQG XVDJH RI << &OLHQW® 6HI WG WRHRG}
<< PRUH HDVLO\ DQG ZLGHO\ DFFHVVLEOH ZH ODXQFKHG ZHE EDVHG << LQ 2FWREHU

2XU RSHUDWLRQV UHO\ RQ SURSULHWD WK<WHNFKRRORIWBGQ ELQREN WL UK NQWRZDIOMEOH L(
SURSULHWDU\ DOJRULWKPRAHYLEBOWLKYUY DRE OBW H®RMYV UDWHV LQ GHOLYHULQJ YRLFH DQG

:KLOH WKH EDVLF XVH RI RXU SODWIRUP LV FXU U H®WM\Gl RHHD LH FOREYH MNHVR X USE/BHR
SULPDULO\ JHQHUDWHG WKURXJK VDOHV RI YLUWXDO LWHPV DQG JDPH WRNHQV WKDW RX
PHPEHUVKLS ZLWK PHPEHUVKLS® OWR HFRQHWU L2EXN Q) DAGRY RUW LYLQJ UHYHQXHWY HDQW BRILF
DGYHUWLVLQJ RQ 'XRZDQ FRP $OWKRXJK ZH GR QR VEZH XD HQS\DM®\ QWHW R YRR QH YWH.QB HW I BR Y
LQ WKH:IKVEXOHHYH WKDW ZH ZLOO EBHDEQG MR KO\SHYDMIHB RQYHWKEDUEHUWRI RXU RSHQ SO
RSSRUWXQLWLHYV DQG GLYHUVLI\LQJ RXU UHYHQXH VRXUFHV

2XU WRWDO QHW UHYHQXHV ZHUH 50% PLOOLRQ 50% PLOOLRQ DEI)XIBGWR 50 VSFHE
:H KDG D QHW ORVV RI 50% PLOOLRQ DQG WHWS HML® &KDRQDLQHW IDAFRPH RI 50% PL

7KH << 30DWIRUP
<< &OLHQW

2XU FRUH SURGXFW << &0LHQW HQDEOHV XVHUV WR HQJDJH LQ OLYH LQWHUDFWLRQ
<< &0LHQW SURYLGHYHDMFHHE \R YRLROWHWRFLDO DFWLYLWLHYV JURXSV ZKLFK ZH UHIHU WR I
HQDEOHG GHYLFHV LQFOXGLQJ 3&V DQG PRELOH&OIHIQDWLQ Z VEGHVO N D\F FAHKU/RLE DKH OVR B LFORHV
YRLFH HQDEOHG IHDWXUHYVY RQO\ UHTXLUH D PLQLPDO EDQGZLGWK RI DSSUR[LPD®RIFO\ .9
'XRzZDQ FRP DQG RWKHU LQWHUQHW VRIWZDUH GRZQORDG FHQWHUYV
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7KH ILUVW YHUVLRQ RI << &0LHQW ODXQFKHG LQ -XO\ KDG YRLFH HQDEGQHG URXW
IHOORZ JDPHUV LQ UHDO WLPID QDJMHYDWR RN W PH. BDOONWRW JXLOGV IRU SOD\HUV WR GL
6XFK RQOLQH JDPH SOD\HUV JXLOGV ZKLFK FDQ FRQVLVW Rl XS WR WKRXVDQGV RI SOD\
PHPEHUV LQ UHDO WLPH ZKHQ SO DZHQIX UAKHW FEGHY IHDHR S*HUE ®RQBOWDLORUHG << &OLHQW L
ODW JURXSV VWRIHWWXHE VRFLDOL]H LQ UHDO WLPH RQOLQH DQG WXUQHG LMWV LIQQNMURR B/XFH (
HQDEOHG FKDQQHOV EBQIQRDYH VQ WAMWVHHSDQGHG WKH XVH RI RXU YLGHR IHDWXUHV WR
EURDGFDVWLQJ FKDQQHOV DQG SODQ WR IXUWKHU H[\& D®GLWWH WDH® X/BIEL D E AR XRQ W\ GHDF
'"HFHPEHU << DOVR KDG PLOOLRQ PLOOLRQ PLOOLRQGDFWLYH XVHU DFF

$00 RI WKH EDVLF VRFLDO LQWHUIDFH IHDWXUHVY HQDEOHG E\ RXU << &0OLHQW VXFK
DUH FXUUHQWO\ DYDLODEJH VORDRBAL W¥R QWXAFKABIVRY IRKWXDO IORZHUV DUH |UHHFYXB UHVHW
UHYHQXHV IURP << &OLH®SWK G RXK K RXMIKHFQRILAH WKLUG SDUW\ SD\PHQW V\VWHPYV

&KDQQHOV RQ <<F&IOMWHBNDBHBYHG
2Q << &0LHQW XVHUV FDQ FUHDWH LQGLYLGXDO FKDQQHOV IRU DQ\ OLYH VRFLDO JD)

FUHDWH FKDQQHOV WR FRYHU QHZ WRSLFV DQG 1QWNUWAKMN BRIXIOD D FEVDWYWQAQHRY LI EXWIU
RQ RXU SODWIRUP EHJDQ JHQHUDWLQJ UHYHQXHV IURP WKH VDOH RI YLUWXDO LWHPV Et

EXUUHQYWB\PRVW SRSXODU FKDQQHO WRSLFV RQ << FKDQQHOV LQFOXGH WKH IROORZI

*DPH%< FKDQQHOV DUH D SRSXODU OLYH RQOLQH FRPPXQLFDWLRQV WRRO IRU VH"®
JDPHV ZHE JDPHV ILUVW SHUVRQ VKRRWHU JDPHVY DQG UHDO WLPH VWUDWHJ\ JDI
DQG WR VKDUH JDPH SOD\LQJ WLSV GLVFXVV VWUD®/H L HXL QG RHH @ D BIN.GY W B BXD K\
DQG LQWURGXFH RWISH WV XIPK 1D W MEKBHWHEF HQWO\ LOQWURGXFHG OLYH EURDGFDVWLQ

OXVLBVHUV JDWKHU RQ << FKDQQHOV WR SDUWLFLSDWH LQ D UDQJH RI PXVLF DFW
LQ ODUFKZH ODXQFKHGHN VHUYDRHRAV YLUWXDO LVWWHRINYIR W NDO R R X UWNYLURV DD
UHYHQXHV IURP << OXVLF DQG H[SHFW WR FRQWLQXH WR GR VR LQ WKH IXWXUH

XVHUV WR VLQJ OLYH WR DQG UHFHLYH GILFEBVRHKREMNW D MIRPLHDM) RQOLYH BRGLKE
VKRZFDVLQJ WKH SHUIRUPDQFHV RI JUDVVURRWY PXVLFLDQV SURIHVVLRQDO SHU

(GXFDW2ZRWDQ XVHUV KRVW DQG SDUWLFLSDWH LQ OLYH OHFWXUHV RU SHUVRQDO WX
ZH SURYLGH LQFOXGLQJ YLGHR 3RZHU3RLQW ZKLWH ERDUG VFUHHQ VKRWYV DQG
HGXFDWLRQ WKH 35& FLYLO VHUYDQW H[DPLQDWLRQ DQG ,7 WUDLQLQJ

7DON 6KRXYV XVHUV XVH <&DRXDOR @@V SWRIWUFLSDWH LQ WDON VKRZV ZKHUH FKDQ(
WDONV RU GLVFXVVLRQV RQ DQ\ WRSLF RI WKHLU LQWHUHVW 7KHVH WDON VKRZV
LQIRUPDO LQWHUDFNWNKXRAAM WAWMRAYH DURXQWGSRWRWNVFWVINGAAEWDWEFRPBRGES DQG FXUU
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JLQDQBMHUV LQWHUHVWHG LQ ILQDQFH DQG LQYHVWPHQW FDQ ILQG DQG LCWHKUWDDF
RIHU D ZLGH UDQJH RI RSSRUWXQLWLHYV IRU XVHUV WR LQWHUDFW DPRQJ HDFK RW
LOQYHVWPHQW EDVLFV

/[LWHUDSNXWY JDWKHU RQ << FKDQQHOV WR UHYLHZ DQG FRQGXFW OLYH GLVFXVVL
LOQFOXGH ERRN FOXEV RU IDQ FOXEV IRU IDPRXV ZULWHUV 8VHUV RQ << FKDQQHO’'

&RQIHUHQFH<&MKDAMQHOV DUH RIWHQ XVHG DV D FRQYHQLHQW RQOLQH JDWKHULQJ
EXVLQHVV DYHZFRWSRVYIMWDURQV WR FR Q GHIFW HRRWQON WDHYEF H FFRDQORP HD/Q O\ RQ << FKD
WKRXVDQGV Rl SDUWLFLSDQWYV

2UDQL]DWLRQ DQG ODQDJHPHQW RI &KDQQHOV

7R KHOS RXU XVHUV QDYLJDWH DQG H[SORUH WKH FKDQQHOV RQ << &OLHQW ZH FUHD
WKH FKDQWHKDY HDFK JURXS WKH FKDQQHOV D UH AMWH f QUDLANH EDIVWD @ RIUWP VD IRH DRSRODVHD &
HDVLHU IRU XVHUV ORRNLQJ WR H[SORUH VRFLDO JURXSV EH\RQG W KHLWHXWX D Q WH D IDDW

(DFK << FKDQQHO LV VEMRXEBHERRRWY WRH FHUSQRNOCGH PDQDIJHPHQW WRROV WR HDFK F
KLV RU KHU RZQ VSHFLILF LQWHUHVWY HVWDEOLVK KRXVHNHHSLQJ UXOHV PDQDJH KLHL
HQJDJHG LQ WKH DFWLYH SURPRWLRQ RI WKHLU FKDQQHOV RIWHQ UHFUXLWLQJ OLNH PL

(DFK RI RXU FKDQQHOV FDQ VXSSRUW P GOW R RGIDAVRW RIGERDE @B UHRY QIR I H QURYW HG D W W L
FRQFXUUHQW XVHUV HQSL RYQGB HVKKBIGQEHIV LLF PDQDJHP HOMQ PRIGWYX HRAUL FKDYRQLFE RDGHYL
WKHLU FKDQQHOV TXHXH \F{FDW®KDQ® HI® REZ QPRGHYQG PDQDJHUV FKRRVH WKH W\SH RI
RQ WKH QXPEHU RI XVHUV LQ WKHLU FKDQQHOV DQG WKH VSHFLILF QHHGV RI WKHVH FKD
RQO\ EH KHDUG RU VHHQ ZKHQ KLV RU KHU WXUQ FRPHV DW WKH PLF 7KLV TXHXH PRGH
LQ IURQW RI RWKHU FKDQQHO XVHURHD® IFED MK R FRRZH) HRIWOR WRW KFHKIDEHVLIJQDWHG SHUVR
UHPDLQLQJ XVHUV FDQ OLVWHQ ZDWFK DQG UHVSRQG WKURXJK W\SLQJ WH[W RQ WKH VF
VRPH RI WKHVH JXLOGV KDYH WKRXVDQGV RI XVHUV WDNLQJ RUGHARY QHRW DY HH 2 FOMHLIRGHU
VLPXOWDQHRXVO\ VLIQHG RQ WR SOD\ FHUWDLQ RQOLQH JDFPHWLY,® YRHHAH RIBHG ¥ QG KR HU
DQ\ WLPH WKLV PRGH LV RIWHQ FKRVHQ E\ FKDQQHOV ZLWK D OLPLWHG CQHXFPVEIHYUH RA ROWPHKLE
LPSRVVLEOH ,Q DGGLWLRQ ZH SURYLGH FKDQQHO RZQHUV DQG PDQDJHUV ZLWK D EURD(
FHUWDLQ SULYLOHJHV WR D PHPEHU ZKR PDNHV SDUWLFXODU FRQWULEXWLRQV WR WKH I

H ZRUN FORVHO\ ZLWK FKDQQHO RZQHUV DQG PDQDJHUV E\ FRQVLGHULQJ DQG LPSOI
WRROV WKH\ UHTXLUH WR PDQDJH DQGRSRRE@RWRUWHKHLQQ HIOD/QIRWOMHYHOV RI XVHU DFWLY

*DPH &HQWHU RQ << &OLHQW

7KH JDPH FHQWHU RQ << &0OLHQW FXUUHQWO\ SULPDULO\ FRQVLVWY RI D JDPH OREE\
JDPHV DOO RI ZKLFK DUH ZHE JDPHV ZLWKRXW GRZQORDGLQJ DQ\ DGGLWLRQDO FOLHQW
GHYHORSHG RU WHVWHG E\ WKL URU SDIDWHJIG R HYMH®HRSHHWR/SPIQ \R SBRE WK QLW WR SURPRWH
IHHGEDFN RQ QHZ JDPHYV
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:H FRQGXFW PDUNHW UHVHDUFK UHJDUGLQJ WUHQGY DQG GHPDQG IRU RQOLQH JDPH)
JDPH GHYHORSHUV IWH O HYIBOGREDMJE RI LQH LBDAVMDRDEBWXR FRUWPYXH WR VRXUFH SRSXODI

:HE EDVHG <<

:H ODXQFKHG DQ H[WHQVLRQ RILQ<2&EWMREME FEEHEDVYKHGEHQBPEOHV XVHUV WR FRQGXFW
ZLWKRXW UHTXLULQJ DQ\ GRED ERNEG RY ROWWPIOB P WKRWNFKQRORJ\ IRU WKH ZHE WUDQ
SODWIRUPY DQG HQDEOLQJ UHDO WLPH FRPPXQLFIRVGR®W RDHW KEHD ZHE E% KIDR/S BV \WO EPN M
H[SHFW LW WR EHFRPH D OLYHO\ FRPPXQLW\ RI ZHE EDVH ® QWDPL®DWH WXBW KRE R{ S DBV
FRPPXQLFDWLIRIQY DQGDWRHRI RI FXVWRPL]JHG XVHV VXFK DV HGXFDWLRQ

2Q0LQH 3RUWDOV

<<FRP LV RXU FRPPXQLW\ GUHYH Q¥ IS\RIWMRDJ/ \DLNGH XWKIDW BIFHQWUDOL]HG O RHFDMWQLRQRW
EURDGHU SODWIRBERP 7TRYBXMHU<FRPPXQLW\ FDQ GRZQORDG WKH ODWHVW YHUVLRQV RI <
DFWLYLWLHY DQG DFFHVV VSHFLDO LQWHUHVW UHVRXUFHYVY DQG HRRPHRUN DQFPKDIID N & FIKX
LGHQWLI\ FKDQQHOV WKDW FDWHRRW R QIXEHQHVUSNG HRRUPHYUH MDRVHBEUWHW W\KKHGXOHV DQG
RQ <kRKDQQHOV DQG KRVWV QXPHURXYV IDQ FOXEV IRU SRSXODU SHUIRUPHUV

'XRZDQ FRP LV D GHGLFDWHG JDPH PHGLD ZHEVLWH WKDW SURYLGHV FRPSUHKHQVLY}t
SOD\HUV 'XRZDQ FRP SURYLGHV FRPSUHKHQVLYH JDPLQJ UHVRXUFHV VXFK DV XSGDWHG
JDPHVY DQG KRVWV D WH[W EDVHG GLVFXVVLRQ IRUXP LQ ZKLFK XVHUV FDQ GLVFXVV WKF
ODXQFKHG LQ DQG KDG PLOOLRQ PLOOLRQ DQG PLOOLRQ DYHUDJGE GDLOHXE®

<<FRP DQG 'XRZDQIARRPOERWYX WR RQOLQH JDPHV RQ << &OLHQW

ORELOH $SSOLFDWLRQV

‘H LQWHQG WR GHYHORS QHZ PRELOH DSSOLFDWLRQV WR FDSWXUH D JUHDWHU VKDU
FRPPXQLFDWLRQV DQG RWKHU LQWHUQHW VHUYLFHVY WKURXJK PRELOH RSHUDWLQJ V\VWiI
UHVHDUFK DQG GHYHORSPB HQW \LIVRRQRO RELOGILEQW WKDW FDQ EH DFFHVVHG WKURXKK PR E
FXUUHQWO\ QR PRQHWLHD WLFRHF WIVORBEWOIHQ<WKH IXWXUH ZH ZLOO PRQHWL]H ORELOH << L
GXH WR WKH LQKHUHQW OLPLWDWLRQV RI PRELOH GHYLFHV VXFK DV D VPDOOHU GLVSOC
YLUWXDO LWHPV DV DUH DYDLODEOH RQV<RR&XHWIQWWZ RIQF R RADN @WPDW OREDRGBLWLRQ ZH
E\ SODFLQJ DGYHUWLVHPYQ@W\VERQLMRELWH XW DGYHUWLVLQJ RQ ORELOH << PD\ FOXWWHU
DFWLYLWLHV 7KLV UHVWULFWLRQ RQ D\GPHEUD/LW HMRQWANQ A DD VG VIRHY HRLWH VW REH B H, WH P
5HODWLQJ WR 2XU %XVLQHVV ,1 ZH DUH XQDEOH WR VXFFHVVIX0OO\ FDSWXUH DQG UHWDLC
RU VXFFHVVIX0OO\ PR QKW LEN\WRELWV\WH «<QDQFLDO FRQGLWLRQ DQG UHVXODHFWRGRSHUDWLF

ORELOH << FRQWDLQV WKH EDVHBHSQEW RKQVUBIQBODHU ¥ £ RHOL RQW WV H[LVWLQJ NH\
ZLWK GHOLYHU\ VWDWXV DFRFHHIVW HBR H\@ MRHMOAVDIIGOP R QR YWHKIDQQHOV ZLWK QXPHURXV HQWH
FKDQQHME®HQALHYH WKDW ORELOH << KHOSV XVHUV NHHS LQ WRXFK ZLWK WKHLU IULHQGYV
38& 2XU XVHUV FXUUHQWO\ XWLOL]H ORELOH << IRU D ZLGH UDQJH RI DFWLYLWLHV LQFO)
RIHUV D XQLTXHO\ PRELOH IHDWXUH 6RXQG 6KDULQJ ZKLFK LV D UHFRUGLQJ VKDULQJ Vit
RWKHU XVHUV SHUIRUPDQFHV WKLV IXQFWLRQ LV QRW DYDLODEOH ZKHQ DFFHVVLQJ <<
LQFOXGH YRLFH PHVVDJLQJ VHUYLFHVY DQG RQH RQ RQH OLYH FKDWYV
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H LQWHQG WR H[BUORHWAREELWHH XASHHFLILF IXQFWLRQV IRU RXU SODWIRUP LQ WKH IXWX

THFKQRORJ\

:H EHOLHYH ZH DUH DQ LQGXMWWYRK MDD GXDOLVS PROMGL RYHODYRLFH DQG YLGHR HQDE
FROQWLQXH WR XSGDWH RXU WHFKQRORJ\ WR PDLQWDLQ WKLY OHDGHUVKLS SRVLWLRQ

4R6 IRU RQOLQH PXOWL PHGLD FRPPXQLFDWLRQV

4XDOLW\ RI 6HUYLFH RU 4R6 DVVXUDQFH LV D NH\ HOHPHQW RI DQ\ KLJK TXDOLW\ GH
HQDEOHG FRPPXQLFDWLRQV DOQRUWG GWO DS DLRN WW BORWPAL DQICR W L WW R UVHH G HPRWE LWIW RO MG R
PDLQWDLQ DQG GHYHORS D FUHDWLYH FRPELQDWLRQ RI PXDADICBLOWH PR IVKH DMFE PR EKHD @D
DQG MIMWWPKHFKDQLVPV ZH HPSOR\ LQFOXGH EXW QRW OLPLWHG WR FORXG EDVHG LQWHO
FRUUHFWLRQ DQG VeBBEMWOOH QM WOVHUHQW URXWLQJ DOJRULWKP ZH GHVLIJQHG DXWRPDW
FORXG EDVHG QHWZRUN HQDEOLQJ XV WR SURYLGH EHWWHU 4R6 HYHQ ZKHQ WKH 4R6 OF

:H HPSOR\ FRPSXWHU SURJUDPY DQG GHVLJQ DQG LPSOHPHQW D VWDQGIDXUWGYIHWW H/MH W
FROOHFWV DQG RXU WHDP RI H[SHUWY DQDO\JHV GDWD IURP HDFK RI RXU GDWD FHQWH!
:H KDYH VHW XS IRUPDO SHRHIQGXOHY HOR/ RD /GHOQN HEW IE U H DINHCGORFAGIW DGGORIXAUZ R/UHND R HF O QW
DQG DFFHVV DQ\ VHUYHU WR SURPSWO\ UHVROYH LVVXHV

/I DUJH GHGLFDWHG FORXG EDVHG QHWZRUN LQIUDVWUXFWXUH

2XU WHDP Rl H[SHUWYVY GHYHORSHG D FORXG EDVHG QHWZRUN LQIUDVWUXFWXUH VSHF
LOWHUDHWARRDPRWSSUR[LPDWHO\ VHUYHUV ZKLFK DUH KRVWHG LQ WKH GDWD FHQWHUV
R GHOLYHU YRLFH GDWD ZH UHTXLUH D OLPLWHG EDQGZLGWK RI DSSUR[LPDWHO\ .9
LQIUDVWUXFWXUH SURYLGHYVY TXDOLW\ GDWD GHOLYHU\ DQG DOORZV PXOWLSOH XVHUV W

2XU VA\VWHP LV GHVLJQHG IRU VFDODELOLW\ DQG UHOLDELOLW\ WR VXSSRUW JURZWK
VWUHDPLQJ VSHHG DQG UHOLDEOH VHUYLFHV DQG FDQ EH H[SDQGHG ZLWK FRPSDUDWLY
WUIDH UHJLRQV LQ RXEWHQHMWZRWKDW RXU FXUUHQW QHWZRUN IDF L OLAAN HQW DRDG ERIRD\GW R QF
RSHUDWLRQV DQG FDQ EH H[SDQGHG WR PHHWWH DERKXWMWR R D BDRDGOFIWK dH OCIHDIVH DY FRK
SHDN FRQFXUUHQW XVHU QXPEHUYV

&RQWHQW PDQDJHPHQW DQG PRQLWRULQJ

<< &OLHPWP<EQG 'XRZDQ FRP DHO@OHERQWGLRRAWVHUQW ZKLFK ZH DUH UHTXLUHG WR PR
$ WHDP ZLWKLQ RXU GDWD VHFXULW\ GHSDUWPHQW KHOSV LQ HQIRUFLQJ RXU LQWHUQDGO
ODZV DQG UHJXODWLRQV 7KH\ DUH DLGHG E\ D SURJUDP GHVLJQHG WR SHULRGLFDOO\ V.
RU TXHVWLRQDEOH PDWHULDOV &RQWHQW WKDW FRQWDLQ FHUWDLQ NH\ZRUGV DUH DXW
7KXV ZH DUH DEOHHWR LKA EPMWHUWRRIDOV RQ RXU SODWIRUP DQG WR UHPRYH VXFK PDWHULI
' 5LVN )DFWRUV 5LVNVY 5HODWH@IDWRH2KHOOGXOLOHEOW IRU LQIRUPDWLRQ RU FRQWHQW Gl
GLVWULEXWHG WR XVHUV DQG 35& DXWKRULWLHV PD\ LPSRVH OHJDO VDQFWLRQV RQ XV
RXU SODWIRUP
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$FFXPXODWHG H[SHULHQFH DQG GDWD IRU D SURSULHWDU\ WHFKQRORJ\ SODWIRUP

6LJQLILFDQWRVMIMWW DWHE HHTXLUHG WR EXLOG DQG RSHUDWH DIQ A>QO WD AW WXEW K UDH S\OXO
FROQFXUUHQWINKVHUM DDANFGIWLBR B WLKIH ®WLEODWIRUP ZLWK DQG FRQFXUUHC
FRQVLGHUHG ZKHQ SURJUDPPLQJ IRU WKH SODWIRUP DQG SODQQLQJ WK HHIE@MIUNDH/ W OVINFRVPX
VWXG\ DQG UHVROYH LVVXHV WK DWW ZIHWH Q RR RXW HUHBPHRHN FEHUYV KDYH EHHQ WUDLQHG R®
JDLQHG VLIQLILFDQW NQRZOHGJH IURP EXLOGLQJ DQG PDLQWDLQLQJ RXU SODWIRUP RYH

THFKQRORJ\ WHDP

$V Rl '"HFHPEHU RXU GHGLFDWHG WHFKQRORJ\ WHDP FRQVLVWHG RI DSSUR[LPD
D<< &O0LHQW DQG FORXG VHUYLFHRP B QRQ FL QXRIDRH VRPYEUR{SPABWHDH O\ PHPEHUV RI RXU
GHGLFDWHG WR PRQLWRULQJ DQG PDLQWDLQL @B YRKY @MW ZR @ N HN | 2 DY WHEKQROHR J\ KRHO
TXDOLW\ UHFHLYHG E\ YDULRXV XVHUV WKH TXDOLW\ RI XVHU H[SHULHQFH RQ << &OLHQ\
FRQWDFWLQJ LQWHUQHW GDWD FHQWHU KRVWV WR IL[ DQ\ LVVXHV ORFDWHG WKURXJK V)
LQFUHDVLQJ QXPEHU RI FKDQQHOV RXU WHDP H[SHFWV WR SURYLGH IXO0 YRLFH DQG Yl

ODUNHWLQJ DQG 6DOHYV
9LUDO DQG RWKHU PDUNHWLQJ IRU << &OLHQW DQG ORELOH <<

+LVWRUEZRADKDOWH LQFXUUHG PLQLPDO PDUNHWLQJ H[SHQVHV JRUFR® ROQHYWRD & HWR\E IS
YLUDO PDUNHWLQJ ZLWK ZRUG RI PRXWK UHIHUUDOV DQG UHSHDW XVHU YLVLWV XOWLPW
RI SRZHUIXO YLUDO PDUNHWLQJ ZH UHFHQWO\ LQLWLDWHG DQG SODQ WR FRQWLQXH FF
EURDGHU UDQJH RIHSRWHQW RXO X¥HRWLHQW DQG ORELOH << XVHUV DQG FKDQQHO RZQHU
SODWIRUP GHVLJQHG WR IXUWKHU SURPRWH XVHU OR\DOW\ DQG HQKDQFH WKH DWWUDF\

$GYHUWLVHUV RQ 'XRZDQ FRP
'HGLFDWHG VDOHV WHDP

$V Rl '"HFHPEHU ZH KDG D GHGLFDWHG VDOHV IRUFH Rl  H[SHULHQFHG SURIHV
DSSUR[LPDWHO\ KDOI RI WKH\WH RURIHVYLADDGY EHW HVIHY ¥ KDIG DGYHUWLVLQJ DIHQFLHV
*XDQJ]JKRX LV GLYLGHG LQWR WKUHH UHJLRQDO WHDPV WR FRYHU DOO FIDMRM RIHRA U BBIR
LV GHYRWHG WR PDLQWDLQLQJ DQG H[SDQGLQJ WKH OHYHO RI RXU DGYHUWLVLQJ UHYHQ
VXEVWDQWLDO PDMRULW\ RI RXU RQOLQH DGYHUWLVLQJ UHYHQXH $OWKRXJK RXU RQOLC
DGYHUWLVLQJ UHYHQXHY DV D SHUFHQWDJH RI RXU WRWDO UHYHQXHV WR GHFUHDVH LQ
, %6 UHYHQXHV FRQWLQXH WR LQFUHDVH

7KH FRPSHQVDWLRQ IRU RXU VDOHY SHUVRQQHO LQFOXGHYVY EDVLF PRQWKO\ VDODULH

MDUWHWHG PDUNHWLQJ VWUDWHJ\

2XU VDOHY WHDP GHYRWHY VLIJQLILFDQW UHVRXUFHVY WR PDLQWDLQLQJ FORVH UHOD\V\
FRPPXQLFDWLQJ ZLWK WKHP HYHU\ ZHHN WR VHHN IHHGEDFN REWD HQSURG KHAWAQ WD WA 8 HDA
DGYHUWLVLQJ WR RXU DGYHUWLVHUV ZKLFK LQFOXGH D WUDGLWLRQDO EDQQHUV WHI\
E OLWHUDWXUHYV SURBRWHQXDMQKBIGRHMPWLIVHIHFLDO DUWLFOHYVY RU IHDWXUH VWRULHV L
F VSHFHDGWRRSDLIJQV VHQGLQJ H[LVWLQJ XVHUV IUHH YLUWXDO LWHPV RU DFFHVV FRGH
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H LQWHQG WR H[SDQG RRQ NRFHKAVU DE®) FSEDULWQ F XV B DW HWM XY IDGW H KW/ IKVCHYUHY SWBIY LR XV O
WA\SHV Rl SURGXFWYVY DQG VHUYLFHV )RU H[DPSOH IRU WKH ODXQFK RI D QHZ RQOLQH JDI
LQWHUHVW LQ SOD\LQJ WKH JDPH IRU D WULDO SHULRG WKRVH LQWHUHVWHG DUH DVNHC(
WKH JDPH LV ODXQFKHG ZH VHQG FRXSRQ FRGHV WR XVHUV RQ WKH ZDLWOLVW WR HQFR

6HUYLFHV IRU JDPH GHYHORSHUYV

:H ZRUN ZLWK JDPH GHYHORSHUV LQ KRVWLQJ WKLUG SMHUKD YIHD PiOW RV K B WHDWHO b ©DIX@
ZH SODQ WR ZRUN ZLWK WKLUG sbDUwW\ JDPH GHYHORSHUV LQ GHYHORSLQJ QHZ RQOLQH Z

6HDVRQDOLW\

2XU UHVXOWY RI RSHUDWLRQV DUH VXEMHBWRWKR & HOX RWRDW ORE® W XDW HRQR/W +FRAHYE B D W
DV VXFK SHULRGV WHQG WR EH EULHI DQG SUHGLFWDE O GDOH ROIGRIFOW W R D\GRMXANMIA W WH

&RPSHWLWLRQ

:H IDFH FRPSHWLWLRQ LQ VHYHUDO PDMRU DVSHFWV RI RXU EXVLQHVV SDUWLFXODU
DQG RQOLQH DODNVHRVFRPSHWH IRU RQOLQH DGYHUWLVLQJ UHYHQXHV ZLWK RWKHU LQWHUQ

BRFLDO FRQQHFWLYLW\ D® G H®RPWXRQFWUR/ IYRRQ¥H HQDEOHG FRPPXQLFDWLRQ WRROV W
SURYLGHUV LQ &KLQDHQPWMQW@/IDDINLBOBDXGX DQG OHDGLQJ LQWHUQDWLRQDO LQWHUQH'
DUH H[SDQGLQJ LQ WKH &KLQD PDUNHW ,Q DGGLWLRQ VRPH RWKHU OHDGLQJ &KLQHVH L
VHUYLAHAMRPSHWH ZLWK RWKHU LQWHUQHW FRPSDQLHV WKDW SURYLGH YRLFH DQG YLGHF

:H PD\ DOVR IDFH SRWHQWLDO FRPSHWLWLRQ IURP JOREDO VRFLDO QHWZRUNLQJ VHL
WKURXJK WKH IRUPDWLRQ RI DOOLDQFHV ZLWK RU DFTXLVLWLRQ RI 35& GRPHVWLF LQW

2Q0LQH JDPH PHGLDHDKDY KRDWLR XY FRPSHWLWRUV LQ WKH RQOLHSULPB WP\HER DS PV
PHGLD ZHEVLWHYV LV FRP )RU ZHE JDPH KRVWLQJ RXU FRPSHWLWRUYVY LQRQRB & W WAKH
DQG RWKHU SULYDWH FRPSDQLHV

SHVHBEUWQG '"HYHORSPHQW

:H EHOLHYH WKDW RXU DELOLW\ WR GHYHORS LQWHUQHW DQG PRELOH RQOLQH DSSO
IDFWRU IRU WKH VXFFHVV RI RXU EXVLQHVV

$V Rl '"HFHPEHU RXU UHVHDUFK DQG GHYHORSPHQW WHDP FRQVLVWHG RI PH
LQWHUIQDFIOOXGLQJ YDULRXV L QW HiY S PM YWHRWAHRFKY RORH VMR GHYHORS DOO RI RXU FRUH Wi

H FXUUHQWO\ IRFXV RXUIRBURG/XRY KYHB DSAHDQMW Bl WKH FRQWLQXHG LPSURYHPHQ!
HQDEOHG IHDWXUHVY RQ RXU ULFK FRPPXQLFDWLRQ VRFLDO SODWIRUP E WKH RQJRLQJ
DGGLWLRQDO JDPHVY DQG RQOLQH JDPH DGG RQV DV ZHOO DV FHUWDLQ PHPEHUN RQDQ W&
LOQYHVW LQ RXU YRLFH DQG YLGHR WHFKQRORJ\ DQG LQ GHYHORSLQJ ORELOH <x<
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,QWHO O HRBWMXIIWNQ 3 U

:H UHJDUG RXU SDWHQWY WUDGHPDUNV GRPDLQ QDPHV FRS\ULJKWV WUDGH VHFUF
VXFFHNWHHN WR SURWHFW RXU LOQWHOOHFWXDO SURSHUW\ ULJKWV WKURXJK D FRPELQD
RWKHU MXULVGLFWLRQV DV ZHOO DV WKURXJK FRQILGHQWLDOLW\ DJUHHPHQWY DQG SUF
LQFOXGH WKUHH SDWHQWY UHODWLQJ WR RXU SURSULHWBRP WNREDRGRR DQG &KHID

UHJLVWHUHG FRS\ULJKWV WR VRIWZDUH SURJUDPY GHYHORSHG E\ XV UHODWLQJ WR
VXSSRUW DQG XVHU PDQDJHPHQW DQG WUDGHPDUNY DQG VHUYLFH PDUNV IRU RXU
'XRZDQ DQ®V<RI '"HFHPEHU ZH KDG ILOHG SDWHQW DSSOLFDWLRQV FRYHULQJ FHL

/HIDRBHHGLQJV

:H DUH FXUUHQWO\ QRW D SDUW\ WR DQG DUH QRW DZDUH RI DQ\ WKUHDW RI DQ\ OF
PDQDJHPHQW DUH OLNHO\ WR KIDFM RQP R WM EXVQ CHMG/ DIG QWDWFHHO FRQGLWLRQ RU UHVX(
DQG PD\ LQ WKH IXWXUH EHFRPH D SDUW\ WR YDULRXV OHJDO RU DGPLQLVWUDWLYH SUR
RXWFRPH OHJDO RU DGPLQLVWUDWLYH SURFHHGLQJY RU FODLPV PD\ KDYH DQ DGYHUVH
DWWHQWLRQ DQG RWKHU IDFWRUV

35& 5HIXODWLRQ

&HUWDLQ DUHDV UHODWHG WR WKH LOWHUQHW VXFK DV WHOHFRPPXQLFDWLRQV LQ\
LQWHUQHW LQIRUPDWLRQ VHFXULW\ DQG FHQVRUVKLS DQG RQOLQH JDPH RSHUDWLRQV [
35& JRYHUQPHQWDO DXWKRULWLHV LQFOXGLQJ

WKH OLQLVWU\ RI ,QGXWFKQBQRRIJWKRUPDWLRQ 7

WKH OLQLVWU\ RI &XOWXUH RU WKH 02&

WKH *HQHUDO $GPLQLVWUDWLRQ RI 3UHVV DQG 3XEOLFDWLRQ RU WKH *$33
WKH 6WDWH $GPLQLVWUDWQRY®LNRUR D RURW KLIHD B$B PG 7

WKH 1DWLRQDO &RS\ULJKW $GPLQLVWUDWLRQ RU WKH 1&$

WKH 6WDWH $GPLQLVWUDWLRQ IRU ,QGXVWU\ DQG &RPPHUFH RU WKH 6%,&
WKH 6WDWH &RXQFLEOH, QREUWPIDNWER R 21

WKH OLQLVWU\ RI &RPPHUFH RU WKH 02)&20

WKH %XUHDX RI S3URWHFWLRQ RI 6WDWH 6HFUHWYV

WKH OLQLVWU\ RI 3XEOLF 6HFXULW\ DQG

WKH 6WDWH $GPLQLVWUDWLRQ RI )RUHLJQ ([FKDQJH RU WKH 63%)(
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$V WKH RQOLQH VRFLDO SODWIRUP DQG RQOLQH JDPH LQGXVWULHYV DUH VWLOO DW D
WLPH WR WLPH WR UHTXLUH QHZ OLFHQVHY DQG SHUPLWYV LQ DGGLWLRQ WR WKRVH ZH F.
LPSOHPHQWDWLRQ RI DQ\ FXUUHQW DQG IXWXUH &KLQHVH ODZV DQG UHJXODWLRQV LQF:
5LVN )DFWRUV 5LVNV 5HODWLQJ WR 'RLQJ %XVLQHVV LQ &KLQD 8QFHUWDLQWLHV LQ WKH
WKH OHJDO SURWHFWLRQV DYDLODEOH WR \RX DQG XV $QG WKLV VHFWLRQ VHWYV IRUWK
&KLQD DQIGI mWKMMWMHDGLYLGHQGY SD\PHQW WR RXU VKDUHKROGHUV

5HJXODW HROM RRPPXQLFDWLRQWHBHY 2ZBHW DIQIGS )RV WULFWLRQV

7KHHDHFRPPXQLFDWLRQV 5HJXOHPAWLLRGIVR @ KBLHFKWEHHPFEIHRH H | DUH WKH FRUH UHJXOD
7KHHDHFRPPXQLFDWLRQV 5HJXODWLRQMNBW RXSHEDRILWHR®HGERPPREVFRW GRQV EXVLQHVYV
EDVLF WHOHFRPPXQLFDWLRQV VHUYLFHVY DQG YDOXH DGGHG WEBHFRRPREDEDWWR QQ WX
$PHQGPHQW LPSOHPHQWHG RQ $SUWHOHFRPPRQIGFDWWROFEK 56 MW RDVWKIRQY LQWHUQHW LQI
WHOHFRPPXQLFDWLRQMRRPPKLFLIHAD WIKRIQ¥ 5HIXODWLRQV UHTXLUH WKH RSHUDWRUV RI YD
WHOHFRPPXQLFDWLRQV EXVLQHVV RSHUDWLRQ OLFHQVHV IURP 0,,7 RU LWV SURYLQFLDO
YDOXH DGGHG WHOHFRPPXUHG DWERQG IV PRELOHY RHWZRUN LQIRUPDWLRQ VHUYLFHV WKH
EXVLQHVV PXVW LQFOXGH WKH SURYLVLR®& RKWUNRAEKWRXYK XD QJIJ KRV +KRDGHKURH GROUEDFRIGHERS RIR
DQ ,&3 OLFHQVH D VXE FDWHJRU\ Rl WKH YDOXH DGGHG WHOHFRPPXQLFDWLRQV EXVLQH)
LQIRUPDWLRQ VHUYLFHV LVVXHG E\ WKH *XDQJGRQJ EUDQFK RI WKH 0,,7 RQ )HEUXDU\

7KH 5HIXODWLRQV IRU WKH $GP L GHLOMARPR XRQ FOWRRIEG Y J@ WHUBWALNEV? RIH MWK HR Q, 7D 6t

DQG ZHUH DPHQGHG RQ 6HSWHPEHU DUH WKH NH\ UHJXODWLRQV WKDW UHJXOC
),7( 5HIXODWLRQV VWLSXODWH WKDW WKH IRUHLJQ LQYHVWRU RI D WHOHFRPPXQLFDWLR
IRUHLJQ LQYHVWHG HQWHUSULVH WKDW SURYLGHV YDOXH DGGHG WHOHFRPPXQLFDWLRRF
IRUHLJQ LQYHVWRU VKDOO GHPRQVWUDWH D JRRG WUDFN UHFRUG DQG H[SHULHQFH LQ R
WHOHFRPPXQLFDWLRQV EXVLQHVV RSHUDWLRQ OLFHQVH IURP WKH 0,,7

2Q -XO0\ WKH 0,,7 LVWXHG WKH &LUFXODU RQ 6WUHQJW R B3 HQDIGKHFGRIEFPLMLLVDNUL
RU WKH 0,,7 &LUFXODU ZKLFK UHTXLUHV WKDW D IRUHLJQ LQYHVWRUVY FDQ RQO\ RS
WHOHFRPPXQLFDWLRQV HQWHUSULVH ZLWK D YDOLG WHOHFRPPXQLFDWLRQV EXVLQHVV F
RU VHOOLQJ WHOHFRPPXQLFDWLRQV EXVLQHVV RSHUDWLRQ OLFHQVHYV WR IRUHLJQ LQYH
IDFLOLWDWH WKH XQOLFHQVHG RSHUDWLRQ RI WHOHFRPPXQLFDWLRQV EXVLQHVV LQ &KL
GLUHFWO\ RZQ WKH GRPDLQ QDPHV DQG UHJLVWHUHG WUDGHPDUNV WKH\ XVH LQ WKHLU
WKH QHFHVVDU\ IDFLOLWLHV IRU LWV DSSURYHG EXVLQHVVY RSHUDWLRQV DQG PDLQWDLQ
WHOHFRPPXQLFDWLRQV VHUYLFH SURYLGHUV VK RX®IF WP BHRWN DXHW Z R URIUP Q & LR RVUIPI BivW
HPHBMQF\ SODQV WR HQVXUH QHWZKHNSDQ & LIQFIRIUP FWRRRQLEIMLRQV DG P L QLW U WLIHRI d
WHOHFRPPXQLFDWLRQV VHUYLFHV D DUH UHTXLUHG WR HQVXUH WKDW H[LVWLQJ TXDOl
RI WKHLU FRPSOLDQFH ZLWK WKH 0,,7 &LUFXODU DQG VXEPLW VWDWXV UHSRUWYV WR \
WHOHFRPPXQLFDWLRQV EXVLQHVY RSHUDWLRQ OLFHQVHV RI WKRVH WKDW IDLO WR FRPS
WLPH OLPLWV 'XH WR WKH ODFN RI DQ\ DGGLWLRQDO LQWHUSUHWDWLRQ IURP WKH UHJX
WKH RWKHU 35& LQWHUQHW FRPSDQLHV ZLWK VLPLODU FRUSRUDWH DQG FRQWUDFWXDO °

7R FRPSO\ ZLWK VXFK IRUHLJQ RZQHUVKLS UHVWULFWLRQV ZH RSHUDWH RXU RQOLQF
+XDGXR ZKLFK LV RZQHG E\ VHY HUWOG®D 3 Y&HEGNE B D \H DY B E9%H VM HGJIEA 0 HRQX UVL QDYKGR; BT
*XDQJ]KRX +XDGXRXBOGDWHLERWEK FRQWUROOHG E\ %HLMLQJ +XDQMX 6KLGDL WKURXJK D
BWUXFWXUH *RBRQBIKRKU+XDGXR RZQV D PDMRULW\ RI WKH GRPDLQ QDPHV UHJLVWHUHG
ZLWK WKH 0,,7 &LUFXODU %DVHG RQ RXU 3¥&X@KEIDUDV WRXQEWIA RIKW R B XU UMD W BB & (
FRUSRUDWH VWUXFWXUH FRPSOLHV ZLWK DO OZHi[ Z\HWW HQIX B5\&K B D ZD/G Q GHIGHE X @ B W 3B & VO H-J
XQFHUWDLQWLHV ZLWK UHVSHFW WR WKH LQWHUSUHWDWLRQ DQG DSSOLFDWLRQ RI H[LV'
JRYHUQPHQWDO DXWKRULWLHY ZRXOG WDNH D YLHZ FRQVLVWHQW ZLWK WKH RSLQLRQV F
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,QWHUQHW ,QIRUPDWLRQ 6HUYLFHYV

7KH $GPLQLVWUDWLYH OHDVXUHV RQ ,QWHUQHW ,QIRUPDWLRQ 6HUYLFHV RU WKH ,&3
-DQXDU\ UHJXODWH WKH SURYLVLRQ RI LQWHUQHW LQIRUPDWLRQ VHUYLFHV $FFRUGLQ.
SURYLGH LOWHUQHW LQIRUPDWLRQ WR RQOLQH XVHUV DQG DUH FDWHJRUL]JHG DV HLWKF
LOQWHUQHW LQIRUPDWLRQ FRPPHUFLDO VHUYLFH SURYLGHUYV VKDOO REWDLQ DQ ,&3 OLFH
FRPPHUFLDO LOWHUQHW LQIRUPDWLRQ VHUYLFHV LQ &KLQD ,Q DGGLWLRQ LI WKH LQWH
KHDOWK SKDUPDFHXWLFDOV PHGLFDO HTXLSPHQW DQG RWKHU VHUYLFHV WKDW VWDWX'
PXVW EH REWDLQHG EHIRUH DSSO\LQJ IRU WKH ,&3 OLFHQVH *XDQJ]KRX +XDGXR SUHVHQ
LVVXHG E\ WKH *XDQJGRQJ EUDQFK RI WKH 0,,7 RQ )HEUXDU\

%HVLGHV WKH ,&3 OHDVXUHV DQG RWKHU UHOHYDQW PHDVXUHV DOVR EDQ WKH LQWH
SRUQRJUDPKEOLQJ DQG YLROHQFH LQFLWH WKH FRPPLVVLRQ RI FULPHV RU LQIULQJH XSF
LQIRUPDWLRQ VHUYLFH SURYLGHU GHWHFWYV LQIRUPDWLRQ WUDQVPLWWHG RQ WKHLU V\\
WUDQVPLVVLRQ GHOHWH VXMKIHO IBHPRWGER @ Q B PUHIGIS DUWH GAR W K H SIR\Y SINRPLHEB/DMO. B @ VRK |
SUHVFULSWLRQV ZLOO OHDG WR WKH UHYRFDWLRQ RI LWV ,&3 OLFHQVH DQG LQ VHULRX)\

,QWHUQHW 3XEOLFDWRBXRFW/G &XOWXUDO 3U

7KHHQWDWLYH OHDVXUHV IRU ,QWHUQHW 3XEOLFDWLRQ $GPLQLVWUDWLRQ RU ,QWHU:
-XQH D Q G | HIf L& RIQW 7KH ,QWHUQHW 3XEOLFDWLRQ OHDVXUHV LPSRVHG D (
LQWHUQHW SXEOLVKLQJ ZKLFK PHDQV DQ\ DFW E\ DQ LQWHUQHW LQIRUPDWLRQ VHUYLFH
SURJUDPV SXEOLFO\ DYDLODEOH RQ WKH LQWHUQHW 7KH SURYLVLRQ RI RQOLQH JDPHV I
L REWDLQ DQ ,QWHUQHW 3XEOLVKLQU LMAHQ QKD IMRHWIDPW VL W FF VK I ISKHEFOW. B \LRI WK H 35&
SUHVV HQWLW\ E\ HQWHULQJ LQWR DQ HQWUXVWPHQW DJUHHPHQW

7KH 5XOHV IRU WKH $GPLQLVWUDWLRQ RI (OHFWURQLF 3XEOLFDWLRQ RU WKH (OHFWI
HIHFWLYH RQ $SULO 8QGHU WKH (OHFWURQLF 3XEOLFDRQBRQFHX ODHFR/HL QBAU R VW IODWY ULH
SXEOLFDWLRQ DQG SXEOLVKLQJ RI RQOLQH JDPHV LV UHTXLUHG WR EH FRQGXFWHG E\ O
FRGHV 3XUVXDQW WR WKH (OHFWURQLF 3XEOLFDWLRQ 5XOHV LI D 35& FRPSDQ\ LV FRQW
DSSURYDO RI DQG UHJLVWHU WKH FRS\ULJKW OLFHQVH FRQWUDFW ZLWK WKH *$33

H WKURXJK *XDQJ]KRX +XDGXR REWDLQHG DQ , QWHUQHW 3XEOLVKLQJ /LFHQVH IRU
LWK WKH LVVXHG ,QWHUQHW 3XEOLVKLQJ /LFHQVHKN FBHDLDHSUR Y\DKH I RURFXE/WLR KDG@F ¢
LQIRUPDWLRQ RQ WKH SUHYBHBHSUFRNXO EWWKH RRIZQOLQH *DPHV DQG )RUHLJQ 2ZQHUVKLS

5HIXODWLRQ RQ 2QOLQH ODPHYHDY&LIRBEHVWULFWLRQV

2Q -XQH WKH 02& SURPXOJDWHG WKH 3URYLVLRQDO $GPLQLVWUDWLRQ OHDYV KUR
RQ $XJIXVW 7KH 2QOLQH *DPH OHDVXUHY JRYHUQV WKH UHVHDUFK GHYHORSPHQW L
FXUUHOQFVSHFLILHY WKDW WKH 02& LV UHVSRQVLEOH IRU WKH FHQVRUVKLS RI LPSRUWHG
IRU WKH ILOLQJ RI UHFRUGV RI GRPHVWLF RQOLQH JDPHV PXVW EH FRQGXFWHG ZLWK WK
RQOLQH JDPHV RU WKH RFFXUUHQFH GDWH RI DQ\ PDWHULDO DOWHUDWLRQ RI VXFK RQOlL
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$00 RSHUDWRUV RI RQOLQH JDPHV LVVXHUV RI YLUWXDO FXUUHQFLHY DQG SURYLGH
UHTXLUHG WR REWDLQ ,QWHUQHW &XOWXUH 2SHUDWLRQ /LFHQVHV $Q ,QWHUQHW &XOWX
DSSOLFDWLRQ VKRXOG EH VXEPLWWHG GD\V SULRU WR WKH H[SLU\ GDWH RI VXFK OLFH
RI JDPH XVHUV IRU UHJLVWUDWLRQ DQG QRWLI\ WKH SXEOLF GD\V DKHDG Rl WKH WHUF
ULIJKWV 2QOLQH *DPH %XVLQHVYVY 2SHUDWRUY DUH DOVR SURKLELWHG IURP D VHWWLQJ
RU SURPRWLQJ WKH RQOLQH JDPHV WKDW FRQWDLQ SURKLELWHG FRQWHQW VXFK DV DQ
XVHUV WR LQSXW OHJDO FXUUHQFLHV RU YLUWXDO FXUUHQFLHY WR JDLQ RQOLQH JDPH ¢
WKH VWDWH FXOWXUDO DGPLQLVWUDWLRQ DXWKRULWLHYV ZLOO IRUPXODWH WKH FRPSXO
- X0\ DQG DUH UHTXLUHG WR EH LOQOFRUSRUDWHG LQWR WKH VHUYLFH DJUHHPHQW H
UHVW RI FODXVHV LQ VXFK VHUYLFH DJUHHPHQWY *XDQJ]KRX +XDGXR KROGV D YDOLG ,Q

2Q -XO0\ WKH *HQAHIRD WIKH 6WDWH &RXQFLO SURPXOJDWHG WIKH 5 HIW DRIQUDIRGS! QKD
RU WKH 5HIXODWLRQ RQ 7KUHH 3URYLVLRQDPQR[DOWHRWHFEHIEOLVKP WEW &R WILWD/QA RY LVV
WKH ,QWHUSUHWDWLRQV RQ 7KUHH 3URYLVLRQV 7KH 5HJXODWLRQ RQ 7KUHH 3URYLVLRQ
UHJXODWH WKH RQ O IDI@QHE JDPLQW H @ GWKHVUR33 WKH DXWKRULW\ WR LVVXH DSSURYDOV VRKH
LV HPSRZHUHG WR DGPLQLVWUDWH RQOLQH JDPHVY RWKHU WKDQ WKH SUH H[DPLQDWLRQ
RYHUDOO DGPLQLVWUDWLRQ *$33 LV UHVSRQVLEOH IRU WKH SUH H[DPLQDWLRQ DQG DSS
ODXQFKHG WKH RQOLQH JDPH ZLOO EH RQO\ DGPLQLVWUDWBGJPQREX UKDCXRVRIBWID\LWK B (
/JLFHQVH IRU WKH SXEOLFDWLRQ RI RQOLQH JDPHV DQG PIRIELLDHHS &R ©H VM PHNO G K B URREBXLK
E\ WKLUG SDUWLHV TXDOLILHG WR SXEOLVK RQOLQH JDPHV $SSUR[LPDWHO\ RI WKH R(
HOHFWURQLF SXEOLFDWLRQVWRDQ® WHKH IROWK®U S DRAHVWLOO XQGHU

2Q BHSWHPEHU W KHK H&$$ DR G WRBINLW FRI@EXS WR (OLPLQDWH 3RUQRJUDSK\ DQG
RQ &RQVLVWHQW ,PSOHPHQWDWLRQ RI WKH 6WLSXODWLRQ RQ WKH 7KUHH '"HWHUPLQDWLI
3XEOLF 6HFWRU 5HIRUP DQG WKH )XUWKHU 6WUHQJWKHQLQJ Rl WKH 3UH DSSURYDO RI 2Q
&LUFXODU &LUFXODU H[SOLFLWO\ SURKLELWV IRUHLJQ LQYHVWRUV IURP GLUHFWON\ F
LQWHUHVW HQWLW\ VWUXFWXUHV RU 9,( 6WUXFWXUHV )RUHLJQ LQYHVWRUV DUH QRW D¢
RSHUDWLRQV ZKHWKHU D E\ HVYWDEOLVKLQJ RWKHU MRLQW YHQWXUHV HQWHULQJ LQW
RU E LQ D GLVJXLVHG IRUP VXFK DV E\ LQFRUSRUDWLQJ RU GLUHFWLQJ XVHU UHJLVWUD
SODWIRUPV WKDW DUH XOWLPDWHO\ FRQWUROOHG RU RZQHG E\ IRUHLJQ FRPSDQLHV &Ll
WKH LPSRUW DQG SXEOLFDWLRQ RI RQOLQH JDPHV DQG VWDWHYV WK DZK IGRRZ Q0 R/X& MGIF WU |
WKH *$@8RODWLRQV RI &LUFXODU ZLOO UHVXOW LQ VHYHUH SHQDOWLHV )RU GHWDLOHC
,QGXVWHUPD\ EH DGNMHFIWHI® \ED W K HXREMIMHILYWLHY DQG FKDQJHV LQ 35& UHJXODWLRQ RI
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$QWL IDWLIJXH &RPSOLDQFH 6\VWHP DQG 5HDO QDPH 5HIJLVWUDWLRQ 6\VWHP

2Q $suULO LQ RUGHU WR FXUE DGGLFWLYH RQOLQH JDPH SOD\LQJ E\WPKKDRU@ L WM
(GXFDWLRQ WKH OLQLVWU\ RI 3XRQIQANOH LDMIVODW\GDID G LWIKNH @MDY UHTXLULQJ WKH LPSOHPHC
QDPH UHJLVWUDWLRQ V\VWHP E\ DOO 35& RQOLQH JDPH RSHUDWRUV 8QGHU WKH DQWL II
GHILQHG DV JDPH SOD\HUV XQGHU \HDUV RI DJH LV FRQVLGHUHG WR EH KHDOWK\ WK
XQKHDOWRM RSHUDWRUY DUH UHTXLUHG WR UHGXFH WKH YDOXH RI LQ JDPH EHQHILWV W
VSHQGYV RQOLQH KDV UHDFKHG WKH IDWLJXLQJ OHYHO DQG WR JHUR LQ WKH FDVH RI W

7R LGHQWLI\ ZKHWKHU D JDPH SOD\HU LV D PLQRU DQG WKXV VXEMHFW WR WKH DQWL
UHTXLUH RQOLQH JDPH SOD\HUV WR UHJLVWHU WKHLU UHDO LGHQWLW\ LQIRUPDWLRQ EH
DXWKRULWLHYV ROQRQOQIXYWIDPH RSHUDWRUV PXVW VXEPLW WKH LGHQWLW\ LQIRUPDWLR®
VXERUGLQDWH SXEOLF LQVWLWXWLRRURY RUKH LOFIDQV.IVRVQU D R | RIXEON R EGHF XU LW\

H KDYH GHYHORSHG DQG LPSOHPHQWHG DQ DQWL IDWLJXH DQG FRPSXOVRU\ UHDO Q
1DWLRQDO &LWL]HQ ,GHQWLW)\ ,QIRUPDWLRQ &HQWHU WR ODXQFK WKH LGHQWLW\ YHULIL
GR QRW SURYLGH YHULILHG LGHQWLW\ LQIRUPDWLRQ ZH DVVXPH WKDW WKH\ DUH PLQRU
VIVWHP VR WKDW DIWHU WKUHH KRXUV RI SOD\LQJ RXU RQOLQH JDPHV PLQRUV RQO\ UHF
DQG DIWHU SOD\LQJ IRU PRUH WKDQ ILYH KRXUV PLQRUV ZRXOG UHFHLYH QR LQ JDPH EF
EXVLQHVV DPRQJ PLQRUV )XUWKHUPRUH LI WKHVH UHVWULFWLRQV ZHUH H[SDQGHG WR
PDWHULDOO\ DIHFWB&HBMHOEIDMN )DFWRUV 5LVNV 5HODWHG WR 2XU &RUSRUDWH 6WUXFW
LOQWHUQHW LQGXVWU\ LQ &KLQD FRXOG UHVWULFW RXU DELOILW\WRRRPOLQWBDQWRIRUBFUF

ILUWXDBQEFXUU

2Q -DQXDU\ WKH OLQLVWKHRO2XXEWKH 6HFXDQ® WKH *$33 MRLQWO\ LVVXHG D FL
LPSOLFDWLRQV IRU WKH LVVXD Q& FXOWQNED K HRRIOY QUWDODIPG VW XKD EQYROYH RQOLQH JDPE
PLIKW EH XVHG IRU PRQH\ ODXQGHULQJ RU LOOLFLW WUDGH L@XKHARRRIPXAREY VDL (5 WKL ER
FROQOQHFWLRQ ZLWK ZLQQLQJ RU ORVLQJ RI JDPHV E UHTXLUHVY RQOLQH JDPH RSHUDWRIL
F EDQV WKH FRQYHUVLRQ RI YLUWXDO FXUUHQF\ LQWR UHDO FXUUHQF\ RU SURSHUW\ D
SOD\HRUFRPSO\ ZLWK WKH UHOHYDQW VHFWLRQ RI WKH FLUFXODU WKDW EDRDQWW®&BEB WRRXY K
RXU YLUWXDO FXUUHQF\ FXUUHQWO\ FDQ RQO\ EH XVHG E\ XVHUV WR H[FKDQJH LQWR YLL
VSHFLDO IHDWXUHV LQ WKH FKDQQHOV ZKLFK DUH VHUYQFHWIKH YRLWWNXBQ GXWHBGFRILW
LWHPV RU WKH UHOHYDQW SULYLOHJHG VHUYLFHV WKH FRQYHUVLRQ WUDQVDFWLRQ LV |
YLUWXDO LWHPV XVHG DV JLIWV WR SHUIRUPHUYV ZH FDQFHO WKH YLUWXDO LWHPV DQG I
ZKLFK DUH WKHQ XVHG DV EDVLV IRU WKH UHYHQXH VKDULQJ FDOFXODWLRQ SXUVXDQW V

,Q JHEUXDU\ 35& UHJXODWRU\ DXWKRULWLHVY MRLQWO\ LVVXHG D FLUFXODU WR
DFFRUGDQFH ZLWKKW K BROPOQRXRDEKLQD RU 3%2& KDV WKH DXWRROKW®WLQUR WH MHODWIHQ Y Lt
DPRXQW RI YLUWXDO FXUUHQF\ WKDW FDQ EH LVVXHG E\ RQOLQH JDPH RSHUDWRUV DQG
WKDW YLUWXDO FXUUHQF\ LVVXHG E\ RQOLQH JDPH RSHUDWRUV FDQ RQO\ EH XVHG IRU S
SXUFKDVLQJ WDQJLEOH RU SK\VLFDO SURGXFWV F UHTXLULQJ WKDW WKH SULFH IRU UH
DQG G EDQQLQJ WKH WUDGLQJ RI YLUWXDO FXUUHQF\

2Q -XQH WKH 02& DQG WKH 02)&20 MRLQWO\ LVVXHG D QRWLFH WR V WKHHOW WHK®I (
&XUUHQF\ 1RWLFH UHTXLUHVY EXVLQHVVHYVY WKDW D LVVXH RQOLQH JDPH YLUWXDO FXUUI
E IRHIU RQOLQH JDPH YLUWXDO FXUUHQF\ WUDQVDFWLRQ VHUYLFHV WR DSSO\ IRU DSSUR"
LVVXDQFH RI WKIHUWR /O F&HX TKHHQF\ 1RWLFH SURKLELWY EXVLQHVVHV WKDW LVVXH RQOLQI
WUDGLQJ RI VXFK $QUWXNDODQRHMWWUWRPW IDLOV WR VXEPLW WKH UHTXLVLWH DSSOLFDWLRQ
FRUUHFWLYH PHDVXUHY DQG ILQHV
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8QGHU LWKHBO &XUUHQF\ 1RWLFH DQ RQOLQH JDPH YLUWXDO FXUUHQF\ WUDQVDFWLF
WUDGLQJ RI RQOLQH JDPH YLUWXDOLEXWXNLHD EXDBRQ F\JDRW DEWHHIKW WKHUIUHTXLUHY DQ RC
SURYLGHU WR FRPSO\ ZLWK UHOHYDQW H FRPPHUFH UHJXODWLRQV LVVXHEGEQW K, @ W H)&I2F
02)&20 RQ ODUFK RQOLQH SODWIRUP VHUYLFHY DUH WUDGLQJ VHUYLFHV SURYLGHG
E\ WKH VHUYLFH SURYLGHU

7TKHL9WXDO &XUUHQF\ 1RWLFH UHJXODWHV DPRQJ RWKHUV WKH DPRXQW RI YLUWXDC
RI' YLUWXDO FXUUHQF\ DQG WKH UHWXUQ RI XQXVHG YLUWXDO FXUUHQF\ XSRQ WKH WHUF
LWHPV RU YLUWXDO FXUUHQF\ WR SOD\HUV ED¥BHR QR U DORAGARW HVUH OZHKKREW K RLQ@ WRKQREKN K= DK
SOD\HUM. UMKXID®D &XUUHQF\ 1RWLFH EDQV WKH LVVXDQFH RI YLUWXDO FXUUHQF\ E\ JDPH F
FXUUHRR\EXVLQHVV WKDW GRHV QRW SURYLGH RQOLQH JDPH YLUWXDO FXUUHQF\ WUDQV
RQOLQH JDPH YLUWXDO FXU UHWQH® \V PID@H CBRKFRXIQW Y R1 GLI

,Q DGGLWLRQ WKH 2QOLQH *DPH OHDVXUHV SURPXOJDWHG LQ -XQH IXUWKHU SUR)
SURGXFWVY SURYLGHG E\ WKH RQOLQH VHUYLFH SURYLGHU WKDW LVVXHV WKH FXUUHQF\
XVNUDGYDQFH SD\PHQW LLL WKH VWRUDJH SHULRG RI RQOLQH JDPHUV SXUFKDVH UHFR
YLUWXDO FXUUHQF\ VKDOO EH ILOHG ZLWK WKH FXOWXUDO DGPLQLVWUDWLRQ GHSDUWPF
VHUYLFH SURYLGHUV PD\ QRW SURYLGH YLUWXDO FXUUHQF\ WUDQVDFWLRQ VHUYLFHV WF
VXFK SURYLGHUVY VKRXOG NHHS WUDQVDFWLRQ UHFRUGY DFFRXQWLQJ UHFRUGVY DQG RW

2QOLQH OXVLF

2Q 1RYHPEHU WKH 02& LVVXHG 6HYHUDO 6XJJHVWLRQV RI WKH 02& RQ WKH '"HY
ZKLFK EHHDPWLNH RQ WKH VDPH GDWH 7KH 6XJJHVWLRQV DPRQJ RWKHU WKLQJV UHLWH
&XOWXUH 2SHUDWLRQ /LFHQVH WR FDUU\ RXW DQ\ EXVLQHVV UHODWLQJ WR LQWHUQHW P
FXOWXUH EXVLQHNWKHHWODZRZBYGBUWHJIXODWLRQV RQ LOWHUQHW PXVLF SURGXFWYV DUH VWL
PXVLF SURGXFWYV ZLOO EH UHJXODWHG E\ WKH 6XJJHVWLRQV RU KRZ VXFK UHJXODWLRQ :

2Q $XJIXVW WKH 02& SURPXOJDWHG WKH 1RWLFH RQ 6WUHQJIJWKHQLQJ DQG ,PSU
$FFRUGLQJ WR WKH 2QOLQH O0XVLF 1RWLFH RQO\ LQWHUQHW FXOWXUH RSHUDWLQJ HQW
LQFOXGLQJ SURYLGLQJ GLUHFW OLQNV WR PXVLF SURGXFWY DQG LPSRUWDWLRQ RI RQGQC
02& ,QWHUQHW FXOWXUH RSHUDWLQJ HQWLWLHV VKRXOG HVWDEOLVK D VWULFW VIHORIPY
PRQLWRULQJ

*XDQJ]JKRX +XDGXR KROGYV D YDOLG ,QWHUQHW &XOWXUH 2SHUDWLRQ /LFHQVH BRGHR(
ZHEVLWHYV LV VXQJ E\ JUDVVURRWY SHUIRUPHUYVY DORQJ ZLWK UHFRUGHG PXVLF ,I DQ\ PX
DSSURYDOV ZH FRXOG EH UHTXHVWHG WR FHDVH SURYLGLQJ VXFK PXVLF RU EH VXEMHF\
5LVN )DFWRUV 5LVNV 56HODWLQJ WR 2XU &RUSRUDWH 6WUKGWXWHCGD QGVWXW L,H\G KVWUWR F
OLFHQVHV DQG DSSURYDOV UHTXLUHG XQGHU WKH FRPSOH[ UHJXODWRU\ HQYLURQPHQW
RSHUDWLRQV PD\ EH P D WIHUWFMWHG®\ D RQGHRCKWHDUKWHCRULIHG SRVWLQJ RI RQOLQH PXVLF RQ F
ULVN RI DGPLQLVWUDWLYH SHQDOWLHY DQG LQWHOOHFWXDO SURSHUW\ LQIBDQ EHP KIQOG(
LQIRUPDWLRQ RU FRQWHQW GLVSOD\HG RQ UHWULHYHG IURP RU OLQNHG WR RXU SODWI|
LQFOXGLQJ LQ VHULRXYVY FDVHV VXVSHQGLQJ RU UHYRNLQJ WKH OLFHQVHYV QHFHVVDU\ W
&RS\ULJKW /DZ
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,Q WKH 02& JUHDWO\ LQWHQVLILHG LWV UHJXODWLRQ RI WKH SURYLVLRQ RI RQOLQ
BURGXFWV WRDWWULROLRI SHOHYDQW 5HIJXODWLRQV SURPXQWMWHG \E WWBMW R2&RYILGHHD-Q@\Q
UHOHYDQW SHQDOWLHY RU VDQFWLRQV LPSRVHG E\ WKH 02& D RQOLQH PXVLF SURGXF\
RQOLQH PXVLF SURGXFWV WKDW KDYH QRW SDVVHG WKH FRQWHQW UHYLHZ RI WKH 02& R
02& 7KXVZBEHOLHYH WKDW ZH KDYH HOLPLQDWHG IURP RXU SODWIRUP DQ\ RQOLQH PXV
SURGXFWV WKHUHXQGHU

2Q0LQBQ@VPLVVLRQLRKXBRBARPY

7KH OHDVXUHV IRU WKH $GPLQLVWUWNWDRGBRR BXEPVY. MDRLRRQ R |, WG UR 4 W $RAUG R RMKHDD |, C
OHDVXUHV SURPXOJDWHG E\ WKH 6$5)/HR®W RDR2FWRE BD®S0S YWR LVQRH-RDHFIWLYLWLHY UHODW
LQWHJUDWLRQ WUDQVPLVVLRQ RU GRZQORDG RI DXGLR YLVXDO SURJUDPINOXWH QY XDHWH ¥
EXVLQHVV RI WUDQVPLWWLQJ DXGLR YLVXDO SURJUDPV D OLFHQVH LVVXHG E\ 6$5)7 LV U

2Q $SULO WKH 6WDWH &RXQFLO SURPXOJDWHG WKH &HUWDLQ 'HFLVLRQV 2RQ- X
ILYH 35& JRYHUQPHQWDO DXWKRULWLWXHLGBBN GIEGE \WRIGE MR2KH WK BG5MWRLQWO\ DGR
&DQYDVVLQJ )RUHLJIQ ,QYHVWPSHEAR WLGMR WHRHWEKHOWHX U D DX OIDFMRQY QRQ VWDWH RZQHG
LQ WKH EXVLQHVV Rl WUDQVPLWWLQJ DXGLR YLVXDO SURJUDPV WKURXJK LQIRUPDWLRQ (

7R IXUWKHU UHJXODWH WKH SURYLVLRQ RI DXGLR YLVXDO SURJUDP VHUYLFHV WR WKt
WKH 35& WKH 6$5)7 DQG WKH 0,,7 MRLQWO\ SURPXO0JDW H GLWXMO$BPR DUN RV B B WYLNFKDB GRR3YW
BURYLVLRQV RQ 'HFHPEHU IHFWZRQF KD BXPRWI\LQWR HIBURYLGHUV RI LQWHUQHW DXGLR Y
/JLFHQVH IRWDQOROWIRQ\RYDBXGURIBUDPV LVRAX G FES CBI$W)H FHUWDLQ UHJLVWQ DWQRQ [5QJ RY
LQWHUQHW DXGLR YLVXDO SURJUDP VHUYLFHV PXVW EH HLWKHU VWDWH RZQHG RU VWDW
RYHUDOO SODQQLQJ DQG JXLGDQFH FDWDORJ IRU LQWHUQ®\W BXBVYR FRQOXBDOHRUFRIIMBP QM
DQVZHU TXHVWLRQV UHORIV GU RWIR WK B UGV RQV LQ )HEUXDU\ 6$5)7 DQG 0,,7 FODU
VHUYLFHV ZKR HQJDJHG LQ VXFK VHUYLFHV LSUXIRY 3WR WO SURFKX SR YV FOQ R IHOK BILEOGIL ¥
RSHUDWLRQ RI LQWHUQHW DXGLR YLVXDO SURJUDP VHUYLFHV VR ORQJ DV WKRVH SURYL(
6$5)7 LVVXHG D 1RWLFH RQ 5HOHYDQW ,VVXHV &RQFHUQLQJ $53CS0REDWLRRDRI X G BR BB Y DY
IXUWKHU VHWV RXW GHWDLOHG SURYLVLRQV FRQFHUQLQJ WKH DSBQVPDRW\RRQDRIG® S B E
7KH QRWLFH DOVR VWDWHV WKDW SURYLGHUV RI LQWHUQHW DXGLR YLVXDO SURJUWMXD®@H
3URJUDP 3URYLVLRQV DUH HOLJLEOH WR DSSO\ IRU WKH OLFHQVH VR ORQJ DV WKHLU YLF
PDQQHU DQG WKH\ KDYH QR UHFRUGV Rl YLRODWLRQ GXULQJ WIK\HXD D V3W RUKIDHPHS P RRIGAKL\R
O0DUFK 6$5)7 SURPXOJDWHG WKH 1RWLFH RQ 6WUHQJWKHQLQJY XK BGRILUDR\W WKW E
DSSURYDO UHTXLUHPHQWY IRU WKH DXGLR YLVXDO SURJUDPVY WUDQVPLWWHG YLD WKH Lt
W\SHV RI LQWHUQHW DXGLR YLVXDO SURJUDPEOERQWDHQ UG U IY\.IR OWQEHHU \SIRIMWPIRR Q@ [RIK R W k

2Q $suULO WKH 6$5)7 LVWVXHG WKH ,QWHUQHW $XGLR YLVXDO 3URJUDP 6HUYLFHV
LOQWHUQHW DXGLR YLVXDO SURJUDP VHUYLFHV LQWR IRXU FDWHJRULHYV
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*XDQJ]KRX +XDGXR KROGV D YDDQ® PLYWOR®RRIBOCRIIR BUIHDPYV ZLWK WKH EXVLQH DD G CSB
GHPDQG VHUYLFH IRU FHUWDLQ NLQG VDRIWLYGWR YDLY/K H@ \§ H B WIDLRM. QL WM USUHVFULEHG Lt

SRGXFWLRQ RI HDGILYR \RURED BY

2Q -XO0\ WKH 6$5)7 LVVXHG WKH 5HIJXODWLRQV RQ WIOH $G\PLLR)Q \BW B DWILAR\Q R U 3W
3URJUDPV 5HJXODWLR HF WUISHIREW FRPH HI7ZKH 5DGLR DQG 79 3URJUDPV 5HIJXODWLRQV UF
UDGLR DQG WHOHYLVLRQ SURJUDPV WR REWDLQ D OLFHQVH IRU VXFK EXVLQHVVHV IURP \
2SHUDWLRQ RI 5DGLR DQG 79 3URJUDPV PXVW FRQGXFW WKHLU EXVLQHVV RSHUDWLRQV \
WKHVH HQWLWLHYV H[FHSW UDGLR DQG 79 SAWRIJW DR § W HPIOUNG IQRWF % U R 8 R H SIRIDG.MRL PG @

*XDQJ]JKRX +XDGXRHRKWOGH MOHQJVH IRU BURGXFWLRQ DQG 2SHUDWLRQ RI 5§R®HR LDQIGW/
SURGXFWLRQ UHSURGXFWLRQ DQG SXEOLFDWLRQ RI EURDGFDVWLQJ SOD\V 79 GUDPDV
SROLWLFDO QHZV FDWHJRU\ DQG HQWHUWDLQPHQW SURJUDPV

S5HIXODWLRQ RQ QWHUQHW %XOOHWLQ %RDUG 6HUYLFHV

2Q 1RYHPEHU WKH 0,,7 SURPXOJDWHG WKH $GPLQLVWUDWLYH OHDVXUHYVY RQ ,QW
FRPPHUFLDO LOWHUQHW LQIRUPDWLRQ VHUYLFH SURYLGHUV ZKLFK SURYLGH EXOOHWLQ
VSHFLILF DSSURYDO IURP WKH FRPSHWHQW WHOHFRPPXQLFDWLRQV DXWKRULWLHVY &RPP
GLVSOD\ WKHLU ,&3 OLFHQVH QXPEHUV DQG WKH UXOHV RI WKH %%6 DQG LQIRUP XVHUV
$QRWKHU QRWLFH LVVXHG E\ WKH 0,,7 LQ ODUFK IXUWKHU VSHFLILHG WKH TXDOLILFDV
SULQFLSOHV RI GDLO\ VXSHUYLVLRQ RQ %%6 VHUYLFHV

7KH DERYH VWDWHG DGPLQLVWUDWLYH DSSURYDO RU ILOLQJ UHTXLUHPHQW IRU %%6

2Q0LQH (GXFDWLRQ 6HUYLFHV

2Q -XO0\ WKH OLQLVWU\ RI (GXFDWLRQ SURPXOJDWHG WHHVOLMIHWX D QG PROUO WEKHH &K
HOQWLW\ WKDW RSHUDWHYV HGXFDWLRQDO ZHEVLWHY DQG RQOLQH VFKRROV LV UHTXLUHG
(GXFDWLRQDO ZHEVLWHY DUH GHILQHG DV LQVWLWXWLRQV ZKLFK HVWDEOLVK RQOLQH L
HVWDEOLVK RQOLQH SODWIRUP DQG VHDUFK WRROV IRU HGXFDWLRQDO SXUSRVHV DQG z
LOQWHUQHW RU HGXFDWLRQDO 79 VWDWLRQV 7KHVH PHDVXUHY DOVR LQFOXGH VSHFLILF
RSHUDWLQJ HGXFDMW EXQD @&HXW@&N RW HH\VG XFDWLRQ UHODWHG VHUYLFHY RQ RXU SODWIRUP L

5HIXODWLRQ RQ $GYHUWLVLQJ % XNLDMHVYYHY® RRQWLWLRQV RQ )RU
7KH 6%$,& LV WKH SULPDU\ JRYHUQPHQWDO DXWKRULW\ UHJXODWLQJ DGYHUWLVLQJ DF

$GYHUWLVHPHQW /BBZRSXBOLBHRKXXKHL QD SURPXOJDWHG E\ WKH 6WBRQUQ B \&\R RR)L ¢
DQGHHEWLYH VLQFH )HEUXDU\

$GPLQLVWUDWLYH 5HIXODWLRQV IRU $GYHUWLVLQJ SURPMFVIMHHGVEQ WH HHGWM B WH

,PSOHPHQWDWLRQ 5XOHV IRU WKH $GPLQLVWUDWLYH 5HIXODWLRQV IRU $GYHUWL)\
'HFHPEHU 'HFHPEHU DQG 1RYHPEHU UHVSHFWLYHO\
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$FFRUGLQJ WR WKH DERYH UHJXODWLRQV FRPSDQLHV WKDW HQJDJH LQ DGYHUWLVLC
OLFHQVH ZKLFK VSHFLILFDOO\ LQFOXGHY RSHUDWLQJ DQ DGYHUWLVLQJ EXVLQHVV LQ LW
VSHFLILFDWLRQV LQ LWV EXVLQHVY VFRSH GRHV QRW QHHG WR DSSO\ IRU DQ DGYHUWLVI
VWDWLRQ QHZVSDSHU RU PDJD]LQH SXEOLVKHU RU DQ\ RWKHU HQWLW\ RWKHUZLVH VSHF
DGYHUWLVLQJ DFWLYLWLHV ZLWKRXW VXFK D OLFHQVH PD\ EH VXEMHFW WR SHQDOWLHV
RSHUDWLRQV 7KH EXVLQHVV OLFHQVH RI DQ DGYHUWLVLQJ FRPSDQ\ LV YDOLG IRU WKH (
RI DQ\ UHOHYDQW ODZV RU UHJXODWLRQV

35& DGYHUWLVLQJ ODZV DQG UHJXODWLRQV VHW FHUWDLQ FRQWHQW UHTXLUHPHQWYV
PLVOHDGLQJ FRQWHQW VXSHUODWLYH ZRUGLQJ VRFLDOO\ GHVWDELOL]JLQJ FRQWHQW R
WKH SXEOLF LQWHUHVW $GYHUWLVHUV DGYHUWLVLQJ DIJHQFLHV DQG DGYHUWLVLQJ GL
GLVWULEXWH LV WUXH DQG LQ FRPSOHWH FRPSOLDQFH ZLWK DSSOLFDEOH ODZV ,Q SURY
UHYLHZ WKH VXSSRUWLQJ GRFXPHQWY SURYLGHG E\ DGYHUWLVHUV IRU DGYHUWLVHPHQW
DQG UHIJXODWLRQV 3ULRU WR GLVWULEXWLQJ DGYHUWLVHPHQWY WKDW DUH VXEMHFW W
VXFK FHQVRUVKLS KDV EHHQ SHUIRUPHIRODW® LIRSS BR YWKOH KB W H HX@QDREW Q VORBE WHVXOW L
DGYHUWLVLQJ LQFRPH RUGHUV WR FHDVH GLVVHPLQDWLRQ RI WKH DGYHUWLVHPHQWYV D
VHULRXV YLROWWH RB@V&RRFFXWY ORFDO EUPQGKMHV POLNRHOWRNHRUWXBEKWRLWY IRU WKHLU DG

8QGHU WKH $GPLQLVWUDWLYH 5HIXODWLRQV RQ )RUHLJQ ,QYHVWHG $GYHUWLVLQJ (Q
VKDUHKROGLQJ SHUFHQWDJH UHVWULFWLRQ DSSOLFDEORUWRIRUB Y HY W R Y M \DWHIGUBIG XHU
H[SHULHQFH RI RSHUDWLQJ DQ DGYHUWLVLQJ EXVLQHVV RXWVLGH RI &KLQD DV WKHLU PL
DGYHUWLVLQJ FRPSDQ\ LQ &KLQD )RUHLJQ LQYHVWRUV ZLWK DW OHDVW WZR \HDUV SULF
DUH DOORZHG WR HVWDEOLVK D MRLQW YHQWXUH ZLWK GRPHVWLF DGYHUWLVLQJ HQWHU

,QWHO O HRBWMXIN BUJKWV
6RIWZDUH 5HIJLVWUDWLRQ

7KH 6WDWH &RXQFLO DQG WKH 1&% KDYH SURPXOJDWHG YDULRXV UXOHV DQG UHJXOD
UXOHVY DQG UHJXODWLRQV VRIWZDUH RZQHUV OLFHQVHHY DQG WUDQVIHUHHY PD\ UHJLV
FRS\WLJKW UHJLVWUDWLRQ FHUWLILFDWHY $OWKRXMRWYERUMHRZODMUNWORRBRHION BRW PO®
WKURXJK WKH UHJLVWUDWLRQ SURFHVVY DQG UHJLVWHUHG VRIWZDUH ULJKWYV PD\ EH HQW
UHJLVWHUHG ULJKWV DV RI '"HFHPEHU VHH ,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\

SDWHQWYV

7KH 1DWLRQDORIHRISHO/W DGRSWHG WKHV3DMSXKEW /P RR&KKIDAIHRSOHD QG DPHQGHG LW
SDWHQWDEOH LQYHQWLRQ XWLOLW\ PRGHO R\Q GHIYWIQ HPXN VW PIHMGV SV KYEHMHARSIREDEISSFOR B
GLVFRYHULHY UXOHV DQG PHWKRGV IRU LQWHOOHFWXDO DFWLYLWLHVY PHWKRGV XVHG \
QXFOHDU WUDQVIRURDMH KQ G HKHWBONY 6\g I/W2HI L, DRV H'O QHFAS RQRO LELRS HRUWUBFHLYLQJ H[DPL
SDWHQW LV YDOLG IRU D WZHQW\ \HDU WHUP IRU DQ LQYHQWLRQ DQG D WHQ \HDU WHUP
VSHFLILF FLUFXPVWDQPBPIQY WHRY GGIIGU P\ XVEHU PXVW REWDLQ FRQVHQW RU D SURSHU OLF
FRQVWLWXWH DQ LQIULQJHPHQW RRUNWHK HJ QXPVEW R IRW E B VEID@MQ EWHKRDG DR G WKH QXPEHU

VHH ,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\ % %XVLQHVV 2YHUYLHZ ,QWHOOHFWXDO
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&RS\ULJKW /DZ

7KH &RS\ULJKW /DZVRAHBXHGBIHRBOBKLQD SURPXOJDWHG LQ DQG DPH@GCHXG LMV UHC
LPSOHPHQWLQJ UHJXODWLRQV SURPXOJDWHG LQ DQG DPHQGHG LQ DUH WKH SUL
DPHQGHG &RS\ULJKW ODZ FRYHUV LQWHUQHW DFWLYLWLHV SURGXFWV GLVVHPLQDWHG F
SURWHFWLRQV 5HJLVWUDWLR@GRI W B &\RILLQ KWWVIND WRIGXEA\WDKIN &KLQD &RS\ULJKW 3URWHEFV

7R IXUWKHU FODULI\ VRPH NH\ LQOWHUQHW FRS\ULJKW LVWX&ERXBW SRRAXKDIDWHG W KWMI
,VVXHV &RQFHUQLQJ $YSODFREQHYIDZVLROXWHY RYHU WKH , QUIDIQYVFLANQRQRS L, DK R/U RIVWW R

5HJXODW LIRIG W RRN-BIQ XD U\ DQG UHSODFHG WKH ,QWHUSUHW DWILLR®V RR Q L&/RSKXAV H
&RS\ULJKW WKDW ZDV LQLWLDOO\ DGRSWHG LQ DQG VXEVHTXHQWO\ DPHQGHG LQ [
SURYLGHU ZRUN LQ FRRSHUDWLRQ ZLWK RWKHUV WR MRLQWO\ SURYLGH ZRUNV SHUIRUP
WUDQVPLVVLRQ ULJKW VXFK EHKDYLRU ZLOO FRQVWLWXWH MRLQW LQIULQJHPHQW RI WK
LOQWHUQHW LQIRUPDWLRQ VHUYLFH SURYLGHU WR DVVXPH MRLQ OLDELOLW\ IRU VXFK LQI
QHWZRUN VHUYLFHV WKURXJK DXWRPDWLF DFFHVV DXWRPDWLF WUDQVPLVVLRQ@ FGDW®GV
DUXHV WKDW LW KDV QRW EHHQ LQYROYHG LQ DQ\ DOOHJHG MRLQW LQIULQJHPHQWI BV H.(
LQIRUPDWLRQ VHUYLFH SURYLGHU IDLOV WR GHOHWH EORFN GLVFRQQHFW RU WDNH RW
RU VKRXOG KDYH NQRZQ R QWK DHPMORW R XWHKH LQIRUPDWLRQ QHWZRUN WUDQVPLVVLRC(
FRQWULEXWRU\ LQIULQJHPHQW 7KH 35& FRXUW VKDOO GHWHUPLQH ZKHWKHU DQ LQWHUC
DFFRUGLQJ WR LWV ILQGLQJV RQ WKH GHJUHH RI IDKI®WDRDW KRH MKV HLUGM R DEIMR WD RAULIREK
DFFRUGLQJ WR YDULRXV FULWHULD LQFOXGLQJ VLWXDWLRQV ZK N UH) MXLFXJ BB R ® MG BMUDN Q
LQIRUPDWLRQ QHWZRUN WUDQVPLVVLRQ ULJKW ,I DQ LQWHUQHW LQIRUPIPAWLR/® WHFKLFRI
PHDVXUHV DQG \HWFXWIWOWRLAIOAMF RWHGLLQIULQJHPHQW DJDLQVW LQIRUPDW MRKH GH % ERXI
ILQG VXFK SURYLGHU WR EH QRW DW IDXOW :KHUH DQ LQWHUQHW LQIRUPDWLRQ VHUWQIGH
GHVFULSWLYH SDUDJUDSK EULHILQJ RU RWKHU PHDQV RI UHFRPPHQGDWLRQ DQG WKH S
LOQWHUQHW LQIRUPDW LAHE YBIUN LWHK IS BBRE LFRKW W PD\ ILQG WKDW V XRX SLURNFGHHUWNR®! ZVR
WUDQVPLVVLRQ ULJKW RI RWKHUV

8QGHU WKH &RS\ULJKW /DZ DQG LWV LPSOHPHQWDWLRQ UXOHV DQ\RQH LQIULQJLQJ X
VWRSSLQJ WKH LQIULQJHPHQW HOLPLQDWLQJ WKH GDPDJHV DSRORJL]LQJ WR WKH FRS\!
RWKHU ORVVHV UHVXOWLQJ IURP VXFK LQIULQJHP HIQAX OW WHRH FIDFOW X DO VOIR VWIKRH) BAXBRPR I
WKH FRS\ULJKW LQIULQJHPHQW VKDOO EH GHHPHG WIR FEX-D W KW RD IF IVOXFDYCD D RV WRKUH LU F/OXHE K
RI WKH DFWXDO ORVV XS WR 50% IRU HDFK LQIULQJHPHQW

7R DGGUHVV WKH SUREOHP Rl FRS\ULJKW LQIULQJHPHQW UHODWHG WR FRQWHQW SRV
0,,7 MRLQWO\ SURPXOJDWHG WKH OHDVXUHV IRU $GPLQLVWUDWLYH 3URWHFWLRQ RI &RS\
HIHFWLYH RQ 0D\ DSSO\ WR DFWV RI DXWRPDWLFDOO\ SURYLGLQJ VHUYLFHV VXFK
RWKHU FRQWHQWYV WKURXJK WKH LQWHUQHW EDVHG RQ WKH LQVWUXFWLRQV RI LQWHUQ'
HGLWLQJ DPHQGLQJ RU VHOHFWLQJ DQ\ VWRUHG RU WUDQVPLWWHG FRQWHQW :KHQ LPS
FRPPXQLFDWLRQ WKURXJK LQIRUPDWLRQ QHWZRUNV WKH OHDVXUHV IRU ,PSRVLQJ &RS\U
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:KHUH D FRS\ULJKW KROGHU ILQGY WKDW FHUWDLQ LQWHUQHW FRQWHQW LQIULQJHV
RSHUDMKRUUHOHYDQW LQWHUQHW LQIRUPDWLRQ VHUYLFH RSHUDWRU LV UHTXLUHG WR L
LQIULQJHPHQW QRWLFHV IRU VL[ PRQWKY DQG WR UHFRUG WKH FRQWHQW GLVSOD\ WLPF
DQ\ FRQWHQW LV UHPRYHG E\ DQ LQWHUQHW LQIRUPDWLRQ VHW KHFHRRSWHHIDW R U ROYAFGRQUBGV
WR ERWK WKH LOWHUQHW LQIRUPDWLRQ VMDYV IFEJRS KW WRIH DUHE RWKHHG FRESOWMH@W &RE& G+
$IWHU WKH GHOLYHQRWLANMXFWKHRXQWHUQHW LQIRUPDWLRQ VHUYLFH RSHUDWRU PD\ LPPH
DGPLQLVWUDWLYH OHJDO OLDELOLW\ IRU VXFK UHLQVWDWHPHQW

$Q LQOWHUQHW LQIRUPDWLRQ VHUYLFH RSHUDWRU PD\ EH VXEMHFW WR FHDVH DQG GH
DQG ILQHV LI LW LV FOHDUO\ DZDUH RI D FRSDWWKRXU®IQRQIBEZBQW RMKUWRXKI K QV K HQLIGIW H
UHOHYDQW FRQWHQW XSRQ UHBHRLEME IR IRW K& | BR Q UHPIHKQWRZQEUDVY D UHVXOW GDPDJHV S
WKDW DQ LQWHUQHW LQIRUPDWLRQ VHUYLFH RSHUDWRU LV FOHDUO\ DZDUH RI WKH H[LV)
PHDVXUHV WR UHPRYH UHOHYDQW FRQW HQ@RMWILFRIQ W K H HLEWH R IQ W WHL BRSUP DM MR @ 2QHUY L
DGPLQLVWUDWLYH OHJDO OLDELOLWLHV

2Q 0D\ WKH 6WDWH &RXQFLO LVVXHG WKH 3URWHFWLRQ RI WKH 5L JIKWW RR-XRO
DQG DPGHGQHG RQ -DQXDU\ 8QGHU WKLY UHJXODWLRQ DQ LQWHUQHW LQIRUPDWL
IROORZLQJ FLUFXPVWDQFHV

DQ\ LQWHUQHW LQIRUPDWLRQ VHUYLFH SURYLGHU WKDW SURYLGHV DXWRPDWLF L
WUDQVPLVVLRQ VHUYLFH IRU ZRUNV SHUIRUPDQFHYVY DQG DXGLR YLVXDO SURGXFW
D LW KDV QRW FKRVHQ RU DOWHUHG WKH WUDQVPLWWHG ZRUNV SHUIRUPDQFH L
DXGLR YLVXDO SURGXFWV WR WKH GHVLIJQDWHG XVHUV DQG SUHYHQWY DQ\ SHUVF

DQ\ LQWHUQHW LQIRUPDWLRQ VHUYLFH SURYLGHU W KIDAL H [RFOWAR R B W DRNDHO R\ IVRASRIURF
RZQ XVHUV WKH UHOHYDQW ZRUNV SHUIRUPDQFHY DQG DXGLR YLVXDO SURGXFWYV
UHTXLUHG WR DVVXPH WKH LQGHPQLILFDWLRQ OLDELOLWLHV LI D LW KDV QRW D!
DXWRPDWLFDOO\ VWIRIFIMGI G B/ XIPFK RDY JQRWODLQWHUQHW LQIRUPDWLRQ VHUYLFH St
REWDLQ WKH UHOHYDQW ZRUNV SHUIRUPDQFH DQG DXGLR YLVXDO SURGXFWV DQ
VKLHOGV WKH ZRUNV SHUIRUPDQFHY DQG DXGLR YLVXDO SURGXFWV LW ZLOO DX\

DQ\ LQWHUQHW LQIRUPDWLRQ VHUYLFH SURYLGHU WKDW SURYLGHV LWV XVHUV ZL
DQG DXGLR YLVXDO SURGXFWV WR WKH JHQHUDO SXEOLF YLD DQ LQIRUPDWLRQDO
LQGLFDWHYV WKDW WKH LQIRUPDWLRQ PHPRU\ VSDFH LV SURYLGHG WR WKH XVHUYV
DOWHUHG WKH ZRUNV SHUIRUPDQFH DQG DXGLR YLVXDO SURGXFWV WKDW DUH SU
ZRUNV SHUIRUPDQFHVY DQG DXGLR YLVXDO SURGXFWVY SURYLGHG E\ WKH XVHUV L(
HFRQRPLF EHQHILW IURP WKH SURYLGLQJ RI WKH ZRUNV SHUIRUPDQFHV DQG DXG
FRS\ULJKWLWR®GBRRSWO\ GHOHWHYV WKH DOOHJHGO\ LQIULQJLQJ ZRUNV SHUIRUPDC(
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6LQFH WKH 1&$% WRJHWKHU ZLWK FHUWDLQ RWKHU 35& JRYHUQPHQWDO DXWKRUL'
RQ LQWHUQHW FRS\ULJKW LQIULQJHPHQW DQG SLUDF\ LQ &KLQD W KSH¥R F®PGED WR W QR U
&DPSDLJQ WR &UDFN 'RZQ RQ ,QWHUQHW ,QIULQJHPHQW DQG 3LUDF\ SURPXOJDWHG E\ WK
FDPSDLJQ PIHVOHG WOWHUQHW DXGLR DQG YLGHR SURJUDPV OLWHUDWXUH ZHEVLW HW CRX
(ISR DQG *XDQJ]KRX $VLDQ *DPHV 'XULQJ WKH FDPSDLJQ VWDUWLQJ IURP ODWH -XO\
PRYLHY DQG 79 VHULHVY QHZO\ SXEOLVKHG ERRNV RQOLQH JDPHV DQG DQLPDWLRQ PXVI
XSORDGLQJ RU WUDQVPVY\ARIRNY RZILV KROLW VBUKRBHW\OLFHQVH RU SHUPLVVLRQ VDOHV RI S
SODWIRUPV SURYLGLQJ VHDUFK OLQNV LQIRUPDWLRQ VWRUDJH ZHE KRVWLQJ RU LQWH!
FRS\ULJKWHG ZRUNV DQG WKH LQIULQJHPHQW E\ XVH Rl PRELOH PHGLD ,Q VHULRXV FDV}
DQG VXFK ZHEVLWHV ZHUH RUGHUHG WR VKXW GRZQ

:H KDYH DGRSWHG PHDVXUHV WR PLWLJDWH FRS\ULJKW LQIULQJHPHQW ULVNV )RU L(
XSGDWHG RQ D PRQWKO\ EDVLV DQG ZH UHTXLUH SHUIRUPHUV FKDQQHO RZQHUV DQG X\
FRS\ULJKWHG FRQWHQW ZLWKRXW SURSHU DXWKRUL]J]DWLRQ DQG E WKDW WKH\ ZLOO LQ
RQ RXU SODWIRUP

, GHVSLWH WKHVH SUHFDXWLRRBWL YXEX SSUHRFHHGEW WKHMWD XKDLIORWR] G SRVWLQJ RU XVH R
WKLUG SDUW\ ULJKWV RQ << SODWIRUP DQG WKH 35& FRXUWYV ILQG WKDW FHUWDLQ VDIH
FRXUW ILQGV WKDW ZH NQHZ RU VKRXOG KDYH NQRZQ DERXW VXFK LQIULQJHPHQW RU WK
DFWLYLWLHY RQ RXU SODWIRUP ZH PD\ EH KHOG MRLQWO\ DQG VHYHUDOO\ OLDEOH ZLWEk
WKH UHOHYDQW WKLUG SDUW\ FRS\ULJKWHKRDGHH\WKROG 8BWKHRIFWMHGCOKPVHOW IRRIUWRMHLWDIL
FKDQQHO RZQHUV RQ << SODWIRUP LI WKH 35& FRXUWYV YLHZ WKHP DV RXU HPSOR\HHV R
FROQOWHQW WKH\ XSORDG RU RWKHUZLVH PDNH DYDLODEOH RQ RXU SODWIRUP DQG GHWHI
5LVN )DFWRUV 5LVNV 5HODWH. @ D WHRH2WUEMNZFIMQWRVLOWHOOHFWXDO SURSHUW)\ LQIULQJHF
SD\PHQW RI VXEVWDQWLDO GDPDJHVY SHQDOWLHYVY DQG ILQHV UHPRYDO RI UHOHYDQW FR
FRPPHUFLDOO\ UHDVRQDEOH WHUPYV

'RPDLQ 1DPH

,Q 6HSWHPEHU WKH &11,& LVVXHG WKH ,PSOHPHQWLQJ 5XOHV IRU 'RPDLQ 1DPH 5+
2Q 1RYHPEHU WKH 0,,7 SURPXOJDWHG WKH OHDVXUHV IRU $GPLQLVWUDWLRQ RI 'RP
'RPDLQ 1DPH OHDVXUHV UHJXODWH WKH UHJLVWUDWLRQ RI GRPDLQ QDPHV VXFK DV WKH
RQ 'RPDLQ 1DPH 'LVSXWH 5HVROXWLRQ DQG UHOHYDQW LPSOHPHQWLQJ UXOHV SXUVXDQ
WR GHFLGH GLVSXWHV )RU WKH QXPEHU RI GRPDLQ QDPHV ZH UHJLVWHUHG DV RI '"HFHPE
,QWHOOHFWXDO 3URSHUW\

7TUDGHPDUN

7KH 35.DGHPDUNGREWHG LQ DQG DPHQGHG LQ DQG ZLWK LWV LPSOHPHQWI
7TKHUDGHPDWAH 2RI WKH 6%$,& KDQGOHV WUDGHPDUN UHJLVWUDWLRQV DQG JUD@MPRDD NS ORWI
DJUHHPHQWY PXVW EDBDGIHPBIGNI 2K WHKHRTUG )RU WKH QXPEHU RI WUDGHPDUNYV ZH KDG DC(C
'"HFHPEHU VHH ,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\ % %XVLQHVV 2YHUYLHZ ,QV
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,QWHUQHW ,QIULQJHPHQW

2Q '"HFHPEHU WKH 6WDQGLQJ &RPPRIMWHN R E U BRAXE QDD HG1 WKBHEXESQH RI &RAULW
/IDZ ZKLFK EHABWH YH RQ -XO\ R U W8 M®&@HUQWKHKW GHW XVHU RU DQ LQWHUQHW VHUYLFH SU
RWKHUV WKURXJK XVLQJ WKH LQW& U@MWWHDYMWPXWHWRWWUQDDBNVOLSRQ WKH FLYLO ULJKW
SHUVRQ EHLQJ LQIULQJHG XSRQ KDV WKH ULJKW WR QRWLI\ DQG UHTXHVW WKH LQWHUQH
QHFHVVDU\ PHDVXUHYVY LQFOXGLQJ WKH GHOHWLRQ EORFNLQJ RU GLVFRQQHFWLRQ RI DQ
QHFHVVDU\ PHDVXUHV LQ D WLPHO\ PDQQHU WR HQG WKH LQIULQJHPHQW LW ZLOO EH MF
$FFRUGLQRWWR MEWLD ULIJKWY DQG LOQWHUHVWY LQFOXGN X¥KHDYHW KR QDO KW JYKRVO IO Q G ULI
WR UHSXWDWLRQLUKWWIVBER KWRQRBRUWXUKWURDRWY URLIVEIKWDRYRRRBRBGLDQVKLS ULJKW WR R
VHFEXULW\ LQWHUHVWY FRS\ULJKW SDWHQW ULJKW UH[JFONX WLR H TUXLLIW W L\@ R/ XV HVWWYWDGBRE D

5HIJXODWLRQ RI ,QWHUQHW &RQWHQW

7KH 35& JRYHUQPHQW KDV SURPXOJDWHG PHDVXUHY UHODWLQJ WR LQWHUQHWVRRQO!
WKH *$BRHVH PHDVXUHV VSHFLILFDOO\ SURKLELW LQWHUQHW DFWLYLWLHV VXFK DV WKH
IRXQG WR FRQWDLQ DPRQJ RWBPEHOLGURSDYDRIHREMFHQVWLIDWH FULPHVY XQGHUPLQH
FRPSURPLVH VWDWH VHFXULW\ RU VHFUHWV ,l1 DQ ,&3 OLFHQVH KROGHU YLRODWHY WKH\
UHOHYDQW JRYHUQPHQW DJHQFLHV

ORUHRVPHBRUGLQJ WR WRIKMN RWBKXW IRQFWWHRQ RI 2QOLQH *DPHV MRLQWO\ LVVXHG E\ \
-XQH RQOLQH JDPHV LQ &KLQD DUH UHTXLUHG WR EH UHJLVWHUHG DQG ILOHG DV VRI
3URGXFWV SURPXOJDWHG LQ ,Q DGGLWLRQ SXUVXDRWNWR MXGIL QRIWHDAAH R3Q RG KB QL

LPSRUWHG RQOLQH JDPHV DUH VXEMHFW WRIFBEB® NRV&KHPHNEH EQWKK QB & SXWLIHRUW W R

,QIRUPDWLRQ 6HFXULW\ DQG &HQVRUVKLS

,QWHUQHW FRQWHQW LQ &KLQD LV UHJXODWHG DQG UHVWWU ERW B GH\WREOBEM LDV VHHA
HQDFWHG WKH '"HFLVLRQV RQ WKH ODLQWHQDQFH RI ,QWHUQHW 6HFXULW\ RQ '"HFHPEHU

L JDLQ LPSURSHU HQWU\ WR D FRPSXWHU RU VIVWHP RI VWUDWHJLF LPSRUWDQFH LL ¢
FRPPHUFLDO LQIRUPDWLRQ RU Y LQIULQJH XSRQ LQWHOOHFWXDO SURSHUW\ ULJKWYV

,Q WKH OLQLVWU\ RI 3XEOLF 6HFXULW\ LVVXHG WKH $GPLQLVWUDWLRQ OHDVXUHYV
,QWHUQDWLRQDOO\ &RQQHFWLRQV ZKLFK SURKLELW XVLQJ WKH LQWHUQHW LQ ZD\V ZKLI
FRQWHQW 7KH OLQLVWU\ RI 3XEOLF 6HFXULW\ KDV VXSHUYLVLRQ DQG LQVSHFWLRQ SRZH
,&3 OLFHQVH KROGHU YLRODWHY WKHVH PHDVXUHV WKH 35& JRYHUQPHQW PD\ UHYRNH L

2Q 'HFHPEHU WKH 6WDQGLQJ &R P\P IBR W HUHHR V WHIH. W B WD R/GI BOUHORISIMHY W UXOH V
LVVXLQJ WKH 'HFLVLRQ RQ 6WUHQJWKHQLQJ WKH 3URWHFWLRQ RI 1THWZRUN ,QIRUPDWLRC
REOLJDWLRQV RI WKH LOQOWHUQHWULB[RPSOWLW®H/ HU Y'IHFL \BIURY VGHBLILHY WKDW WKH LQ\
UHOHYDQW WHFKQLFDO PHDVXUHV DQG RWKHU QHFHVVDU\ DBWURGQ MR LSURYRQWLRRHFR
LQIRUPDWLRQ VNURSHHDSVWIRRQ ®FWLYLWLHY DQG VKDOO WDNH UHPHGLD® BHDVRQBD ZIQH
RFFXUV RU PD\ SRWQFIHE DWRFIAPKRRYHUV DQ\ WUDQVPLVVLRQ RU GLVFORVXUH RI LQIRUPDWL
LQIRUPDWLRQ VHUYLFH SURYLGHU VKDOO VWRS WUDQVPLVVLRQ RI VXFK LQIRUPDWLRQ V
DXWKRULWLHYV

7R FRPSO\ ZLWK WKH DERYH ODZV DQG UHJXODWLRQV ZH KDYH HVWDEOLVKHG DQ LQV
ILOWHULQJ )RU H[DPSOH ZH KDYH DGRSWHG D YRLFH PRQLWRU V\VWHP DQG LQVWDOOH
FKDQQHOV RW DORRSWYH D GHGLFDWHG WHDP WKDW PDLQWDLQV KRXU VHYHDOWPBOWH
PRQLWRULQJ SXUSRVHV DFFRUB LKDYWR UXRMHAWD BEQ GVKRIGWHBNIROORZ D VWULFW UHYL
LQ FRPELQDWLRQ ZLWK YDULRXV LQIRUUPDMWLIHRGD 8 HRAX B IQMHRRH I/ KKHUSIXE KIDFY B LWIVHPLQDW LR
ZHEVLWHV LY WRAWHKQOEWR FRQWLQXH WR IXUWKHU XSGDWH RXU PHDVXUHPHQWY DQG V\V
UHOHYDQW ODZV DQG UHJXODWLRQV LQ WKH IXWXUH
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SBULYDRWHFWLRQ

35& ODzZV DQG UHIJXODWLRQV GR QRW SURKLELW LOQWHUQHW FRQWHQW SURYLGHUV IU
DXWKRUL]DWLRQM DHRAXREWIRDQH&VHUV WR DFFHSW D XVHU DJUHHPHQW ZKHUHE\ WKH\ DJ
UHJXODWLRQV SURKLELW LQWHUQHW FRQWHQW SURYLGHUV IURP GLVFORVLQJ DQ\ LQIRU
DXWKRUL]DWLRQ XQOHVV RWKHYZQWHH S QUL WRVHVGHEDWO BB RYLGHU YLRODWHYVY WKHVH UHJ’
WKH LOQWHUQHW FRQWHQW SURYLGHU PD\ EH OLDEOH IRU GDPDJHV FDXVHG WR LWV XVHU

5HIXODWLRQJRI §RBY ([FKDQJH DQG 'LYLGHQG 'LVWULEXWLRQ

JRUHLJQ &XUUHQFAKHFRPQYHIHIHIXODWLRQV JRYHUQLQJ IRUHLJQ FXUUS$SI®FL H[FWDQWH R
DV DPHQGHG LQ $XJXVW RU WKH )($ 5GHIXODWLRQV 8QGHU WKH )($ 5HIXODWLRQV Wk
GLVWULEXWLRQ RI GLYLGHQGY LQWHUHVW SD\PHQWV WUDGH DQG VHUYLFH UHODWHG |
ORDQV UHSDWULDWLRQ RI LQYHVWPHQWY DQG LQYHVWPHQWY LQ VHFXULWLHV RXWVLGH
6$)( LV PDGH 2Q $XJXVW 6$)( SURPXOJDWHG &LUFXODU WR UHJXODWH WKH FRQ
HQWHUSULVH E\ UHVWULFWLQJ WKH ZD\V LQ ZKLFK WKH FRQYHUWHG 5HQPLQEL PD\ EH XV
WKDW KDV EHHQ VHWWOHG LQ 5HQPLQEL FRQYHUWHG IURP IRUHLJQ FXUUHQFLHV PD\ RQC
JRYHUQPHQWDO DXWKRULW\ DQG FDQQRW EH XVHG IRU HTXLW\ LQYHVWPHQWY ZLWKLQ W
UHJLVWHUHG FDSLWDO RI D IRUHLJQ LQYHVWHG HQWHUSULVH VHWWOHG LQ 5HQPLQEL FR
ZLWKRXW WKISSBRYDO DQG PD\ QRW LQ DQ\ FDVH EH UHSD\PHQW RI 5HQPLQROORDRAQ\LIF

PD\ OHDG WR VHYHUH SHQDOWLHV LQFOXGLQJ KHDY\ ILQHV $V D UHVXOW &LUFXODU
SXEOIHURQJ WR RXU RWKHU 35& VXEVLGLDULHV WKURXJK %HLMLQJ +XDQMX 6KLHFDN RROUUE
H[SDQVLRQ LH) RIKLQRW:EH DEOH WR FRQYHUW WKH QHW SURFHHGV LQWR 5HQPLQEL WR LI
35&

'LYLGHQG 'LVWKHERWHROQ ,QYHVWPISQRPOQUIBWHAVE /DZ DQG DPGHRIGHE W QD W L YIHQEX ¢
YRUHLJQ ,QYHVWPHQ®UFPXDUSWH/G LQZ DUH WKH NH\ UHJXODWLRQV JRYHUQLQJ GLVW

8QGHU WKHVH UHJXODWLRQV D ZKROO\ IRUHLJQ LQYHVWHG HQWHUSULVH LQ &KLQD
GHWHUPLQHG LQ DFFRUGDQFH ZLWK 35& DFFRXQWLQJ VWDQGDUGY DQG UHJXODWLRQV ,(
\HDUI DR VWDWXWRU\ UHVHUYH IXQGV XQOHVV LWV UHVHUYHV KDYH UHDFKHG RI WKF
GLYLGHQGV 7KH SURSRUWLRQDO UDWLR IRU ZLWKGUDZDO RI UHZDUGY DQG ZHOIDUH 1XQ
:)2( VKDOO QRW EH GLVWULEXWHG EHIRUH WKH ORVVHV WKHUHRI EHIRUH WKH SUHYLRXYV
DFFRXQWLQJ \HDUV PD\ EH GLVWULEXWHG WRJHWKHU ZLWK WKH GLVWULEXWDEOH SURILV

&LUFXODWH 6$)( LVVXHG &LUFXODU RQ 6HYHUDO $&F X6 VVRMRIIPMIURQ QR Y RRPAH YW (FFEBQI
LQ 5HWXUQ ,QYHVWPHQWY YLD 2YHUVHDV 6SHFLDO 3XUSRVH &RPSDIHMVLYRU RQ URYGIPE H.I
&LUFXODU SULRU UHJLVWUDWLRQ ZLWK WKH ORFDO 6$)( EUDQNKRVHJARREDKAG IIRW \§ K&
ILQDQFLQYKRUHNVFRPSDQ\ ZLWK DVVHWV RU HTXLW\ LQWHUHVWYV LQ DQ RQVKRUH HQWHUS
6$)( EUDQFK E\ VXFK 35& UHVLGHQW LV DOVR UHTXLUHG IRU WKH LQMHP/KRRIG ERREBIQW \RI
IXQGV UDLVHI® KR UMK FIRARS D@\ RWKHU PDWHULDO FKDQJH LQYIRGRUMIARFEDQUH LQ WKH FI
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&LUFXODU DSSOL3BW WHWVUBEBRWIVYHIOR KDYH HVWD EWOKRKH GRRISDRTKVUW&DAR EWYR @ [
35& LQ WKH SDVW ZHUH UHTXLUHG WR FRPSOHWH WKH UHOHYDQW UHJLVWUDWLRQ SURFH
FRPSO\ ZLWK WKH UHJLVWUDWLRQ SURFHGXUHYV VHW IRUWK LQ &LUFXODU PD\ OHDG WR
FRPSDROFOXGLQJ WKH LQFUHDVH RI LWV UHJLVWHUHG FDSLWDWK RWUKH SO B § QAMRIBDEB E YW K|
IURP WYXKRRIH BDQWLRAD\ DOVR VXEMHFW UHOHYDQW 35& UHVLGHQWYVY WR SHQDOWLHV XQGH
FRQWURO RXU FRPSDQ\ IURP WLPH WR WLPH DUH UHTXLUHG WR UHJLVWHU ZLWK WKH 6%)(

:H KDYH FRPSOHWHG WKH IRUHLJQ H[FKDQJH UHJLVWUDWLRQ RI 35& UHVLGHQW VKDU
WKDW ZHUH FRPSOHWHG EHIRUH WKH HQG RI 7KH &LUFXODU 7UHUVWEEBWQ RBQ [LOQ< UrHR
FRPSOHWHG RQ )HEUXDU\

BWRFN 2SWLRKQHSX®MMLVWUDWLRQ OHDVXUHY RQ ,QGLYLGXDO )RUHLJQ ([FKDQJH &RQ
WKHLU ,PSOHPHQWDWLRQ 5XOHV LVVXHG ENHW WH Y6i$ )R @ QH-EDUQXCDUN\ SEHFHDWP WIVKHVH UH
LQYROYHG LQ HPSOR\HH VWRFN RZQHUVKLS SODQV DQG VWRFN RSWLRQ SODQV SDUWLFL!
DXWKRUL]JHG EUDQFK )XUWKHUPRUH WKH 1RWLFHV RQ ,VVXHV FRQFHUQLQJ WKH )RUHLJC
30DQV RI 2YHUVHDV 3XEOLFO\ /LVWHG &RPSDQLHV RU WKH 6WRFN 2SWLRQ 5X®3H5/0 LZAAHDUMNL
BURFHGXUHV Rl )RUHLJQ ([FKDQJH $GPLQLVWUDWLRQ IRU 'RPHVWLF ,QGLYLGXDOV 3DUWL
3XEOLFO\ /LVWHG &RPSDQLHV LVVXHG E\ 6$)( RQ 0DUFK 3XUVXDQW WR WKH 6WRFN
FRPSDQLHV OLVWHG RQ RYHUVHDV VWRFN H[FKDQJHV EDVHG RQ WKH VWRFN LQFHQWLYH
SDUWLFLSDWLQJ LQ WKH VWRFN LQFHQWLYH SODQV RI RYHUVHDV OLVWHG FRPSDQLHV VK
SXEOLFO\ OLVWHG FRPSDQ\ RU DQRWKHU TXDOLILWE EQQW KWW \WLKRHK 6N O H AWH/G B'D WLRIQ 2
WKH VWRFN LQFHQWLYH SODQV RQ EHKDOI Rl WKHVH SDUWLFLSDQWY 6XFK SDUWLFLSDQ'
WKHLU H[HUFLVH RI VWRFN RSWLRQV SXUFKDVH DQG VD OH R GRRIUNMLHRVE RQIGH G5 & \I RIF Q@ W \P
6$)( UHJLVWUDWLRQ ZLWK UHVSHFW WR WKH VWRFN LQFHQWLYH SODQ LI WKHUH LV DQ\ P
LQVWLWXWLRQ RU RWKHU PDWHULDO FKDQJHV 7KH 35& DJHQWYV VKDOO RQ EHKDOI RI Wt
6$)( RU LWV ORFDO EUDQFKHV IRU DQ DQQXDO TXRWD IRU WKH SD\PHQW RI IRUHLJQ FXUU
RSWLRQV 7KH IRUHLJQ H[FKDQJH SURFHHGV UHFHLYHG E\ WKH 35& UHVLGHQWYV IURP WK}
E\ WKH RYHUVHDV OLVWHG FRPSDQLHV PXVW EH UHPLWWHG LQWR WKH EDQN DFFRXQWV 1|
DGGLWLRQ WKH 35& DJHQWYV VKDOO ILOH HDFK TXDUWHU WKH IRUP IRU UHFRUG ILOLQJ R
2YHUVHDV /LVWHG &RPSDQLHV ZLWK 6$)( RU LWV ORFDO EUDQFKHYV

:H DQG RXU 35& FLWL]HQ HPSOR\HHV ZKR KDYH EHHQ JUDQWHG VKDUH RSWLRQV UHV
6WRFN 2SWLRQ 5XOHV ,I ZH RU RXU 35& RSWLRQHHV IDLO WR FRPSO\ ZLWK WKH ,QGLYLG
RSWLRQHHV PD\ EH VXEMHFW WR ILQHV DQG RWKHU OHJDO VDQFWLRQV 6HH 5LVN )DNWR
LOQYHVWPHQW DFWLYLWLHV E\ 35& UHVLGHQWY PD\ OLPLW RXU 35& VXEVLGLDULHV DELOL
WR OLDELOLW\ DQG SHQDOWLHYV XQGHU 35& ODZ

,Q DGGLWLRQ WKH 6W DWHWLARRL & DYW.WNVKHBQF LRFEXODUV FRQFHUQLQJ HPSOR\HH VKDL
ZKR H[HUFLVH VKDUH RSWLRQV ZLOO EH VXEMHFW WR 35& LQGLYLGXDO LQFRPH WD[ 2XU
RSWLRQV ZLWK UHOHYDQW WD[ DXWKRULWLHYV DQG WR ZLWKKROG LQGLYLGXDO LQFRPH V
LI ZH IDLO WR ZLWKKROG WKHLU LQFRPH WD[HV DV UHTXLUHG E\ UHOHYDQW ODZV DQG Ut
JRYHUQPHQW DXWKRULWLHYV
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5HIXODWDRQ RQ 7
35& (QWHUSULWDH ,QFRPH 7

7KH 35& HQWHUSULVH LQFRPH WD[ LV FDOFXODWHG EDVHG RQ WKH WD[DEOH LQFRPH
0DUFK WKH 1DWE&RQDOHYWRBIO&KLQD HQD W HBKWEKHAB AVHE Y47 RRZ-DQ XD U\ 2Q 'HF
&RXQFLO SURPXOJDWHG WKH LPSOHPHDKN B W LDROQY R HEWFNDYRR-RRHYY K B QUHIZU(, 7 /DZ 7KH 1HZ (,7
HQWHUSULVH LQFRPH WD[ UDWH RI RQ DOO UHVLGHQW HQWHUSULVHV LQ &KLQD LQFO
FHUWDLQ H[FHSWLRQV DQG WHUPLQDWHVY PRVW RI WKH WD[ HIHPSWLRQV UHGXFWLRQV I
$FFRUGLQJ WR WKH 1HZ (,7 /DZ DQG UHOHYDQW UHJXODWLRQV VXEMHFW WR WKH DSSUR’
GHWHUPLQHG WR EH D KLJK DQG QHZ WHFKQRORJ\ HQWHUSULVH VKDOO EH UHGXFHG WR

ORUHRYX®QWBHU WKH 1HDQWHUBIQVHG KWGHU WKH ODZV RI MXULVGLFWLRQV RXWVLGH &
ZLWKLQ &KLQD PD\ EH FRQVLGHUHG 35& UHVLGHQW HQWHUSULVHY DQG DUH WKHUHIRUH

$OWKRXJIK ZH GR QRW EHOLHYH WKDW RXU FRPSDQ\ VKRXOG EH WUHDWHG DV D 35& U
ZKHWKHU ZH ZLOO EH GHHPHG WR EH VXFK E\ WKH UHOHYDQW DXWKRULWLHV ,Q WKH HY!
HOQOWHUSULVH LQFRPH WD[ DW WKH UDWH RI RQ RXU ZRUOGZLGH LQFRPH 6HH 5LVN )D}
LQFRPH WDH DY EH FODVVLILHG DV D 35& UHVLGHQW HQWHUSULVH ZKLFK FRXOG UHVXC(
PDWHULDOIBDEW HRWRXJ UHVXOWY RI RSHUDWLRQV DQG WKH YDOXH RI \RXU LQYHVWPHQW

,Q DGGLWLRQ DOWKRXJK WKH 1HZ (,7 /IDZ SURYLGHYV WKDW GLYLGHQG LQFRPH EHWZH
,PSOHPHQWDWLRQ 5XOHV UHIHU WR TXDOLILHG UHVLGHQW HQWHUSULVHVY DV HQWHUSUL
35& VXEVLGLDULHY DUH HOLJLEOH IRU H[HPSWLRQ

35& %W XVLRMHVV 7

3XUVXDQW WR DSSOLFDEOH 35& WD[ UHIJXODWLRQV DQ\ HQWLW\ RU LQGLYLGXDO FRQ
DW WKH UDWH RI RQ WKH UHYHQXHYV JHQHUDWHWKIN M BYIRRHG QR YXGEKG/ BUWMLEH® D WR{A
VXFK EXVLQHVV WD[ PD\ EH H{HPSWHG VXEMHFW WR WKH DSSURYDO RI UHOHYDQW WD[ D>
DQG VIHWNKDXUVXDQW WR DSSOLFDEOH 35& WD[ UHJXODWLRQV

IDOXH $®GEHG 7

2Q -DQXDU\ WKH &KL QHMVH 6 0D W/BIXQEXGELD 80O RWHYROK s DREIBHP WBLORW 3URJUDF
VHOHFWHG LQGXVWULHV %XVLQHV$HVYQOWHIDK RIORWW I3QRV Y DWPDZ RKIOH 33 MRIW 3URJUDP L
PRGHUQ VHUYLFH LQGXVWULHVY 3LORW ,QGXVWULHY LQ 6KDQJKDL DQG ZLOO EH H[SDC(
QDWLRQZLGH LI FRRBIBWORQV,0BUNMWULHY LQ 6KDQJKDL LQFOXGHG LQGXVWWUIDWYVHRBW D
UHVHDUFK DQG GHYHORSPHQW DQG WHFKQLFDO VHUYLFHV LQIRUPDWLRQ WHFKQRORJ\ V
FRQVXOWLQJ VHUYLFHV 5HYHQXHV JHQHUDWHG E\ DGYHUWLVLQJ VH®% MWD{VUDWH KRH RI $F
RILFLDO DQQRXQFHPHQWY PDGH E\ FRPSHWHQW DXWKRULWLHV LQ %HLMLQJ DQG *XDQJGF
*XDQJGRQJ SURYLQFH ODXQFKHG LW RQ 1RYHPEHU , @ D BREQ MFLLRHY VDK 51 HEXCSVS DRHEP AR
2WKHU 0DW WHWW § RUWKCHNT.RQ DQG 6HOHFWHG SRGHLRYUBHWOIRAM BHRWRPY XQGHKXW KH 9@
LVVXHG LQ 'HFHPEHU IXUWKHU GHILQHV WKH DSSOLFDWLRQ VFRSH Rl UHOHYDQW LQGC
VHUYLFHV SURYLGHG E\ ZHEVLWH RZQHUV IRU QRQ VHOI RZQHG RQOLQH JDPHV DUH WDI[H
9$7 WD[ UDWH DV *RLQJ IRUZDUG LQ %HLMLQJ DQG *XDQJGRQJ S$R YQWMHH & HRU HE X AL QI
DGYHUWLVLQJ DFWLYLWLHY RSHUDWLQJ VHUYLFHV IRU RQOLQH JDPHV QRW RZQHG E\ XV
EHORQJ WR 3LORW ,QGXVWULHYV
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&XOWXUDO '"HYHORSPHQW )HH

$FFRUGLQJ WR DSSOLFDEOH 35& WD[ UHJXODWLRQV RU UXOHVY DGYHUWLVLQJ VHUYLF
RQ WKH UHYHQXHVY D ZKLFK DUH JHQHUDWHG IURP SURYLGLQJ DGYHUWLVLQJ VHUYLFH

'LYLGHQ@KKRO®GLQJ 7

8QGHU WKH 20G (,7/HFAVWXID\8 IAIRWUHNVR -DQXDU\ GLYLGHQGV SDLG WR IRUHLJQ L
SDLG WR XV E\ %HLMLQJ +XDQMX 6KLGDL RU *XDQJ]KRX +XDQMX 6KLGDL HRBPUR & MN\PDIQG
KROGLQJ FRPSDQ\ DQG VXEVWDQWLDOO\ DOO RI RXU LQFRPH PD\ FRPH IURP GLYLGHQGYV .
/IDZ DQG LWV LPSOHPHQWDWLRQ UXOHV GLYLGHQGY JHQHUDWHG DIWHU -DQXDU\ DC
RI

$V XQFHUWDLQWLHY UHPDLQ UHJDUGLQJ WKH LQWHUSUHWDWLRQ DQG LPSOHPHQWDW
DUH GHHPHG D 35& UHVLGHQW HQWHUSULVH DQ\ GLYLGHQGY WR EH GLVWULEXWHG E\ XV
ZLWKKROGLQJ WD[ 6HH 5LVN )DFWRUV 5LVNV 5HODWLQJ WR 'RLQJ % XWLRBM\VEHL®ODKM\QDL]
UHVLGHQW HQWHUSULVH ZKLFK FRXOG UHVXOW LQ XQIDYRUDEOH WD[IHRQYVRIQ XRXQUF HdWW
RSHUDWLRQV DQG WKH YDOXH RI \RXU LQYHVWPHQW

/IDERU /DZV DQG 6RFLDO ,QVXUDQFH
7KH SULQFLSOH ODZV WKDW JRYHUQ HPSOR\PHQW LQFOXGH

/IDERU /DZ Rl WKHH3KXESQHA Rl &KLQD SURPXOJDWHG E\ WKH 6WBRGUJ B \&\R REOL YWS MH
VLQFH -DQXDU\ DQG DPHQGHG RQ $XJXVW DQG

/IDERU &RQWUDFW /D5 RS NEIOHL BHRR KK QD SURPXOJDWHG E\ WKH 6 WBRGUJ B \&\R REL\
DQGHFIWLYH VLQFH -DQXDU\

$FFRUGLQJ WR WKH /DERU /DZ DRSOMERY 2RYW UHIAWXME ZULWWHQ ODERU FRQWUDFYV
FRPSHQVDWH WKHLU HPSOR\HHV ZLWK ZDJHV HTXDO WR DW OHDVW WKH ORFDO PLQLPXP
VDQLWDWLRQ VWULFWO\ FRPSO\ ZLWK VWDWH UXOHV DQG VW DRGDW GRQIVQRSI SWKRHY B&& /HDFE
WKH 35& /DERU /DZ PD\ UHVXOW LQ WKH LPSRVLWLRQ RI ILQHV DQG RWKHU DGPLQLVWUDV

,Q DGGLWLRQ HPSOR\HUV LQ &KLQD DUH UHTXLUHG WR SURYLGH HPSOR\HHV ZLWK ZH
LQVXUDQFH ZRUN UHODWHG LQMXU\ LQVXUDQFH PHGLFDO LQVXUDQFH DQG KRXVLQJ IXQ

:H KDYH FDXVHG DOO RI RXU IXOO WLPH HPSOR\HHV WR HQWHU LQWR ZULWWHQ ODER
SURSHU ZHOIDUH DQG HPSOR\PHQW EHQHILWV
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1HZ 0 $ 5HIJXODWLRQV DQG 2YHUVHDV /LVWLQJV

2Q $XJIXVW VL[ 35& JRYHUQPHQWDO DJHQFLHV MHRULQWQGC SHFRXX Y 1 VW R QG VWRIH' BIH
,QYHVWRUV RU WKH 1HZ 0 $IBX@WH Y HAKR® K6 H H WDHRPHE HHU 7KHMKRUH $VSXEGHDWLCH X USRY HR
SXUVXH RYHUVHDV OLVWLQJ RI HTXLW\ LOWHUHVWY LQ 35& FRPSDQLHY DQG FRQWUROOH
&KLQHVH 6HFXULWLHY 5HIXODWRU\ &RPPLVVLRQ RU WKH &65& S UM B FXR IWKLIHH @ IRMKWDQJ
RYHUVHDV

7KH DSSOLFDWLRQ RI WKH 0 $%IXHE/ RIH RIKLHQ X QGHDHDDIQGLQJ RQ WKH FXUUHQW 35&
35& /HIDO &RXQVHO =KRQJ /XQ /DZ )LUP SULRU DSSURYDO IURP WKH &65& LV QRW UHTXL
1DVGDT *OREDO ODUNHW EHFDXVH D RXU 35& VXEVLGLDULHV %HLMLQJ +XDQMX 6KLGDL
IRUHLJQ HQWHUSULVHY E ZH GLG QRW DFTXLUH DQ\ HTXLW\ LQWHUHVW RU DVVHWV RI [
0 $ 5XOHVY DQG F WKHUH LV QR SURYLVLRQ WKDW FOHDUO\ FOD V \WhHLHM Q/XK HXDROMX UKLV
FRQVROUGOMDHGHBIHQWLWLHY DQG WKHLU VKDUHKROGHUV D\DY WHKDQN KXBW LRRHH Q BEQR{EBA
FODULILFDWLRQ RI WKH 0 $ 5XOHV WKHUH LV XQFHUWDLQW\ DV WR KRZ WKLV UHJXODWLI

&RQVLGHULQJ WKH XQFHUWDLQWLHVY WKDW H[LVW ZLWK UHVSHFW WR WKH LVVXDQFH
/IXQ /IDZ )LUP VXPPDUL]HG DERYH LV VXEMHFW WR FKDQJH ,I WKH &65& RU DQRWKHU 35&
UHTXLUHG ZH PD\ IDFH UHJXODWRU\ DFWLRQV RU RWKHU VDQFWLRQV IURP WKH &65& RU
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& 2UJDQLIDWLRADO 6WUXFWXU
7KH IROORZLQJ GLDJUDP LOOXVWUDWHY RXU FRUSRUDWH VWUXFWXUH

Existing Sharcholders Public Investors
86.3% | 13.7%
(representing 98.4% of the (representing 1.6% of the

L 4

voting power) voting power)

YY Inc
(Cayman [slands)

v 1004

Duowan Entertainment Corp.
(*Duowan BVI™)
l 100%%

(BV1)
MeoTasks Inc.
(“Neo Tasks™)
(Cayman [slands)

3 100%

100%, 96.5% NeoTasks Limited
(Hong Kong)

3.5% Offshore PRC
Cnshore PRC
v L Beijing Tuda Science and
Ciuangzhou Huanju Shidai Huanju Shidai Tech "U]Oi":}' (_'ulmp'.my
e : ™ Limited "
Information Technology Technology ( Bejjing) Company ] it
Company Limited ) Limited I (“Beijing Tuda™)
{“Guangzhou Huanju Shidai™) "' (“Beijing Huanju Shidai™) " : l:;.[,_f,%
: |
5 100% (SN Guangzhou Huaduo
Zhuhai Duowan Information ?:_utwulrk Tt"h":"‘liﬁ
Technology Company Limited “gn?pdlﬁ; IT; "_'d -
———4 Direct ownership (“Guangzhou Duowan™ or §-tanE=ton Siios)

“Zhuhai Duowan™)

= —# Contractual arrangements

JRUPHUO\ NQRZQ DV HEXIKQMRIORIRZRP IDQ\ /LPLWHG

YJRUPHUO\ NQRZQ DV 'XRZDQ (QWHFK\YBO®RR M Q¥H LM RQYP DARIPRS® @\ /LPLWHG

%HLMXGD LV RXU 35& ARQVRWHGOMMEGHX HOLQJ /L FOKW HFIR HI[R-DEG /M OOHQ B I03IRUH FIWIRQY = K [
GLUHFWRU DQG FKILFHHRW B FKWQ RRORI\ WRKH JHQHUDO PDQDJHU RI RXU ZHEVLWH G HSIMUKP
LQWHUHVWY UHVSHFWLYHO\

*XDQJ]JKRX +XDGXR LV R XU 3G EDMRBURQMGBIN HREX D IFR IR X Q G H'D YDLQEG ; K K D LTFEIDXQ% D@ = K O
&DR DQG %IGIDMRRQ DSSUR[LPDWHO\ DQGV HTRLWXDRQWKRXWWBGXNRVSH
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' SBRSHUW\ DOG (TXLSPHQW

2XU SULQFLSDO HHNFXUOWH OHRRDWHG RQ SUHPLVHV FRPSULVLQJ DSSUR[LPDWHO\ A
DFFRPPRGDWHYV RXU PDQDJHPHQW KHDGTXDUWHUV SULQFLSDO GHYHORSPHQW HQJLQHH
IRU WKLV *XDQJ]KRX IDFLB LDM\VHR[ KIDWWHMIOE @ UDQ%KLAMLQJ IRFXVLQJ RQ UHVHDBHK. Q G& >GHD
JDPHVY UHODWHG EXVLQHVVHNH DQG5 BDQH & DH WHKMNND W D QI GRiH MHDNAHI) W KW VR UHHOEDMLY G @\C
DJUHHPHQWYV IURP XQUHODWHG WKLUG SDUWLHV DQG ZH SODQ WR UHQHZ WKHVH OHDVH

2XU VHUYHUV DUH KRVWHG LQ OHHRNAHGVLIHRHUQ BML B WM DLRYWHU Y KL@ BLYVKH GDWD Fl
IRU XV E\ PDMRU GRPHVWLF LQWHWQSLVF DEDW [H & WGIW HD BRROHBHMUYJ DQG KRVWLQJ VHUYL

:H EHOLHYH WKDW RXU HI[EYWQ®JI RUF RXUWDHVWBQMW \QHHGY DQG ZH ZLOO REWDLQ DGH
DFFRPPRGDWH RXU IXWXUH H[SDQVLRQ SODQV

6HH IRRWQRWHV DQG WR RXU ILQDQFLDO VWDWHPHQWY IRU IXUWKHU LQIRUPDWLR

,7(0 $ 815(62P(' 67)) &200(176
1RQH

,7(0  23(5m1* $1'),1$1&,%/ 5(9,(: $1' 35263(&76

RX VKRDDGGWKH IROORZLQJ GLVFXVVLRQ DQG DIDXOOWW RR | RHU DL DRFY. LQ FRQMXQER
VW DWH P H QMNDDIWHGE VORIV H V HQLF® YWAKH 8 SRUM DKWV GLVFEXVE LRRRKNR QW N MDWIHRRIZQW Y WKDV
XQFHUWDLQWLHVX Q@Y DRVGXWER&HJWLPLQJ RI VHOHRWHGKR Y HQMOWER K 8 BWHR N Q GUXWHBWRE
YDULRXV IDFWRUV LQFOXGLQJ WKRVH VH\WM LRUWKL¥@ERHMX BOVIN )DFWRUV DQG HOVHZKHL

$ 2SHUDWLQJ 5HVXOWYV

2YHUYLHZ
:H GHULYH RXU UHYHQX6/\D SGLPQOLON WEBPHAWHGLQJ : DQG RI RXU MRWRO Qt
DQG UHVSHPMKLREOLQH DGYHUWLVLQJ DFFRXQWLQJ IRU V8K HD UH POULP®HU QR RHIQH U

JDPHV << OXVLF DQG RWKHU VHUYLFHV RQ RXU SODWIRUP 2QOLQHIBGME8WWRWLPYJ RJHYGQ
'XRZDQ FRIPFXUUHQWO\ GR QRW DPRRD QG OHRIDIDH KBY R @ I<QLPDO DGYHHW WLSYHBRW RE GHYQ
SRUWLRQ RI RXU B6HYRQXKN IXNRRUB 7KLV WUHQG PD\ SRVH QHZ FKDOOHQJHV WR XV LQF
DQG VHUYLFHV LQ UHVSRQVH WR XVHU GHPDQG DQG WKH QHHG WR UHFUXLW D Q 66 UMHNWIHLG
GHSHQG RQ WKH SRSXODULW\ Rl WKH RQOLQH JDPHV RQ RXU SODW IR U B6DIGHWKHD 10 R EW K
OXVLF

H EHIJDQ RXU RSHUDWLRQV LQ E\ ODXQFKLQJ 'XRZDQ FRP D SRISKDYH JRIRIIQQWLZA
UHFHQW \HDUV GHYHORSLQJ DQG LQWURGXFLQJ << &0LHQW LQ DQG PDNLQJ << 8OLMG
PLOOLRQ PLOOLRQ DQG PLOOLRQ DYHUDJH GDLO\DDREW LY H URAHRHVERAM RIDE0D Q i @
LQFUHDVHG IURP 50% PLOOLRQ LQ DWEB BOR50% PLOPLBQLR® 86 H RDGOQLRW ORNVVH
PLOOLRQ DQG 50% PLOO LRV E6 FONQL® R G\ ZH KDG D QHW LQFRPH RI 50% PLOOLRQ
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'LVFXVVLRQ RI 6HOHFWHG 6WDWHPHQWY RI 2SHUDWLRQV ,WHPV
S5HYHQXHYV

,Q WKH \HDUV HQGHG 'HFBPBHU ZH KDG GHULYHG RXU $6{ DIQGXRY CSDLHP D G U MMNRNQ (D
SULPDULO\ FRPSULVHG RI UHYHQXHV IURP WKH SD\LQJ XVHUV Rl RQOLQH JDPHV << OXVL}
FXUUHHWWOR ®Ik< &OLHQW DUH DOO ZHE JDPHV ZKLFK DUH D W\SH Rl RQOLQH JDPHV WKDV
SOD2XU RQOLQH DGYHUWLVLQJ UHYHQXHV SULPDULO\ FRQVLVW RI UHYHQXHV IURP WKH V
RQOLQH SRUWSHEW WKDW LQ WKH IXWXUH DV LV WKH FDVH LQ DQ LQFUSI® VHYHSRHW
UHYHQXHV IURP LQ FKDQQHO YLUWXDO LWHPV VROG RQ << &0OLHQW VXFK DV YLUWXDO IC
VHUYLFHV WKDW ZH UHFHQ W@\ LOD WEKMK HES RBW BKBW WHRYRIQXHY ZH UHFHLYH IURP WKH P

ZKLFK JUDQWV XVHUV HQKDQFHG SULYLOHJHV IRU PRQWKO\ VXEVFULSWLRQ IHHV ZL(

7KH DYHUDJH UHYHQXH SHU SD\LQJ XVHU IRU RXU PHPEHUVKLS SURJUDP LV ORZHJHVDk
UHODWLYHO\ ORZ PHPEHUVKLS IHH RI 50% JH 8 XBVFRQ®HUL B DR/HGIHRW WK LDWS\ULRDIFAWD D O W |
WKH DYHUDJH UHYHQXH SHU SD\LQJ XVHU IRU RXU PHPEHUVKLS SURJUDP ZDV 50% DV F

7KH IROORZLQJ WDEOH VHWV IRUWK WKH SULQFLSDO FRPSRQHQWY RI RXU WRWDO QH
SUHVHQWHG

JRU WHBIU<(QGHG 'HFHPEHU

WRRV\IIDO QHW WRRV\llDO QHW WRRV\llDC
50 % WHYHQXHWB0% WHYHQXHBO0% 86 WHYHQX
LQ WKRXVDQGV H[FHSW IRU SHUFHQW!I
7RW D OH@ H @ XW V
, %6
2Q0LQH JDPHV
<< OXVLF
2WKHUV
2QOLQH DGYHUWLVLQJ
7RWD O

5HYHQXHVY DUH SUHVHQWHG QHW RI UHEDWHY DQG GLVFRXQWYV

,BE6HYHQXHVHQHUDWH UHYHQXHV IURP L WKHHVDRQH\RRZNEUWRBYD GWHRORSHEHE\ WK+
VKDULQJ DUUDQJHPHQWYV RQ << &OLHQW LL WKH VDOH RI LQ FKDQQHO YLUWXDO LWHPV
IHHV 8VHUV SOD\ ZHE JDPHV RQ << DIHG B XKWHBHGFIRRD®XWRK DWHHY RIl FKDNW XDO LWHPV ZKL
FKDQQHOV
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7KH PRVW VLJIJQLILFDQWIHFRWREW NIMHDQK IGV. WIQFFVO R G B |

7KH QXPEHU RI SDRKHQQX®EHWRI RXU SD\LQJ XVHUV LQFUHDVHG IURP DSSUR[LPDWF
WUDFNLQJ SD\LQJ XVHU QXPEHUV WR LQ '"HFHPEHU DQA® 'HFHAEHWHFHP
:H KDG DSSUR[LPDWHO\ PLOOLRQ DQBQG PLO @HR/GHSBWIDFKX®DAMH WRH QXPEHU R
JLYHQ SHULRG DV WKH FXPXODWLYH QXPEHU RI UHJLVWHUHG XVHU DFFRXQWV WKI
OHDVW RQFH GXULQJ W KH WHI OE OBIQWRSBHIFKIRGYH DQ LQFUHDVH LQ SD\LQJ XVHUV SI
DFWLYH XVHUV GXH WR WKH LQFUHDVLQJ SRSXODULW)\ Rl << &OMHZXWFIOQQ VEXWD® U
LQFUHDVHG QXPEHU RI RQOLQH JDPHV ZH KRVW DQG RXU OD X QH K [FSIHFIMU WX D@/ WK
SD\LQJ XVHUV ZLOO FRQWLQXH WR JURZ LQ WKH IDHWX QB VDN QZAH | M LBV KHEU RRFIQ VIRMLY H

7KH DY HNMH@XH SHU SHOULEBRXVHIS38 $RKRUZDY DSSUR[LPDWHO\ 50% 50% DQG 5
DQG DQG UHVSBBYLYHKDOFXODWHG E\ GLYLGI$Q JGKXU QURIV DIOY H § YSHHIMHR\G IERR
IRU WKDW SHULRG $V ZH EHJLQ WR JHQHUDWH WRKYHRSIBVPIDARIRD BRWXDRUH DV R JS HI
RI $6 SXUFKDVHG E\ RXU SD\LQJ XVHUV 7KH FKDQJHV LQ $538 DUH SULPDULO\ WKF
RXU SODWIRUP E DQ LQFUHDVH LQ WKH DYHUDJH SULFH RI WKH YLUWXDO LWHPV
ODUFK ZKLFK KDV D ORZHU $538 ZKHQ FRPSDUHG WR RQOLQH JDPHV G WKHVOD X
UHODWLYHO\ ORZ PHPEHUVKLS IHH RI 50%1 KDS3H D SSSRIRWIKP DDVQHZRW REHUD Q G P H
SURJUDP DV RI "HFHPEG® U UHVSHFWLYHO\

7KH QXPEHU RI SD\LQJ XVHUV IRU HDFK \HDU W\SLFDOO\ LQFUHDVHYV DV WKH QXPEHU
IURP PLOOLRQ LQ '"HFHPEHU WR WRPLO LR LRQ HPRHPEKO\ DFWLYH XVHUV LQ 'HFH
GXULQJ WKDW SHULRG EHFDXVH RI RXUWHRDXQH IS RR RRHZLRQORIQAR PIPHHUF LR RO \HVY X F F H ' V HIWC
WKH IDFW WKDW DW WLPHV RXU SD\LQJ XVHU QXPEHUV JUHZ IDVWHU WKDQ RXU UHYHQX
PHPEHUVKLS SURJUDP



7CEGIR & ROMON

2WKHU VLJQLILFDQW IDFWRUM MK IIRE WHYHRWAY RQ EQGCEHHFWO\ DI
RXU DELOHWWQWR RQG DWWUDFWLYH SURGXFWY DQG VHUYLFHV WKDW DOORZ XV WEF
RXU DELOLW\ WR DWW XVMHW ERQRBHUHWDLQ D ODU

WKH WHUPV RI RXU DUUDQJHPHQWYVY ZLWK WKLUG SDUW\ JDPH GHYHORSHUV DQG VI
<< 0XVLF DQG

FRPSHWLWLRQR QQ &KH QD P H¥6 CPOG REMWKW U , 9

:H KLVWRULFDOO\ GHULYHG D VLJQLILFDQW SRUWLRQ RI RXU UHYHQXHV IURP D OLPL)
LWHPV IRU WKHVH JDPHV $ YDVW PDMRULW\ RI RXU SRSXODU RQOLQH JDPHV DUH GHYHO
W\SLFDOO\ ODVW RIQHXWBHQZRO\HDHIAMH LYH RQO\ D UHODWLYHO\ VPDOO DPRXQW RI PRQWK(
DQ\ PRUH JDPHV LQ WKH IXWXUHH XHHW RE BDAKH RD RWWWXXWD Y EHVYLODBOH SODWIRUP IRU JDP
EHOLHYH ZH ZLOO FRQWLQXH WR UHWDLQ H[LVWLQJ DQG DWWUDFW DGGLWLRQDO RQOLQl

:H H[SHFW DQ LQFUHDVLQJ SRWBWILARQ® ®IFRQW UBIXH QWRIEHURPUIYHG IURP WKH VDOHV F
FDSLWDOL]H RQ PRQHWL]DWLRQ RSSRUWXQLWLHV )RU H[DPSOH RXU UHYHQXHV IURP YLL
WKH \HDU HQGHG 'HBMPERPBDUHG WR ZH H[SHFW WKDW VXFK UHYHSRHVLRIQ R| IRKIU H k
,Q DGGLWLRQ ZHJH[SREW MREP RIHREDUHY ZLOO FRQWLQXH WR EH GHULYHG IURP RQOLQH
LQ WKH IXWXUH DV ZH GR QRW LQWHQG WR IXUWKHU L QMWH WEBIOIG WS ¥H @ R SHPSH FNG &/ IRVG
UHYHQXHV IURP RQOLQH JDPHV DV D ZKROH DV ZH H[SHFW WR PRQHWL]H RWKHU QRQ JDF
H ODXQFKHG RXU PHPEHUVKLSDRGRINQRUDNHOVREWHQXHY IURP PHPEHUVKLS VX PLOWLIRN
\HDU HQGHG 'HFHPEHU

2Q0LQH DGNMH@/XHWRQU D ZLGH UDQJH Rl RQOLQH DGY HUMQW HQ JLIRW R [DVGW DQVELVR Q X \F
DGYHUWLVLQJ DJHQFLHV DV ZH®G YW MW K ID\G 8 B U W RVSIQ N FGIL D @ ¥ MADWIOMA R R Q RVDMWR/QR KR [
WLPH 6XFK IRUPDWV LQFOXGH EDQQHUV WH[W OLQNV YLGHRVJH®R SR\ PD Q GOE XRQWMRIQN E$
SULFLQJ YDULDWLRQV GHSHQGLQJ RQ WKH VL]H DQG WKH SURPLQHQFH Rl WKH ORFDWLR(
WR EH SURYLGHG DQG WKH SULFH\WD QRU VXFIK YBIWW LFBIMR UQ W\ Rl RXU RQOLQH DGYWWWH VL
DUUDQJHPHQWYV XQ&HD @ZKHB W ZWHERDGEHSHQGLQJ RQ WKH GXUDWLRQ RI GLVSOD\ IRU DQ I

7KH PRVW VLIQLILFDQWIHFRMVRXYY REOM B LDUIGFRUW LD/ILQJ UHYHQXHYVY LQFOXGH

7KH DYHHYHI@XHYV SHU22X®@YHYMULVIHIUHYHQXHY SHU DGYHUWLVHU LQFUHDVHG IURP
DQG WR 50% 86 LQ 7KH DPRXQW RI DYHUDJH DGYHUWLVLQJ VSH
UHYHQXHV GXULQJ D JLYHQ SHULRG GLYLGHG E\ WKH QXPEHU RI DGYHUWLVHUV IR

7KH QXPEHU RI DYHUDJH GDLO\ XQEZKKHQXP\ELHWRRIVDW R UDPRBADEDERP XQLTXH YLVLWR
DSSUR[LPDWHO\ PLOOLRQ LQ 'HFHPEHU DQWRNR PLMPQRIORQ RQ LIQF HHFEHHPUE H U
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2WKHU VLJQLILFDQW IDFWR UM PW RX G RQHAVQ 6\ [RAY HY BLWH BW W\ HYHQXHV LQFOXGH WK
DFFHSWDQFH E\ DGYHUWLVHUV RI RQCAVQHY B CYOHINHM/L@D AIQDDHQMHOUDO DV DQ HI
DGYHUWLVHUV WRWDO RQOLQH DGYHUWLVLQJ EXGJHWYV
RXU DELOLW\ WR DWWUDFW QHZ DGYHUWLVHUV DQG UHWDLQ H[LVWLQJ DGYHUWLYV
RXU DELOLW\ WR FRQWLQXH SURYLGLQJ LQQRYDWLYH DGY HHW LAX\QW RFRHOUXA (DRI -
FKDQJHV LQ JRYHUQPHQW IHFMO@IWWREVL QW IBROHWLEY®RQOLQH DGYHUWLVLQJ LC

,Q WKH PDMRULW\ RI RXU UHYHQXHV $6K LHWEH® LHR A REOMQ W KO Y H UQVL VE Q @ WREJ BYZ
DWWULEXWDEOH WR PXOWLSOH IDFWRUV LQFOXGLQJ WKH LQFUHDVH LQ WKH QXPEHU F
XVHU PD\ SXUFKDLWHDO OMKH)RK DQG LQFUHDVLQJ SRSXODULW\ RI << OXVLF DO@®® KH WRW
DYHUDJH SULFHV RI WKH YLUWXDO LWHPV WKDW FDQ EH SXUFKDVHG E\ XVHUV LQ FKDQQF
DGYHUWLVLQJ UHYHQXHV $OWKRXJK WKH QXPEHU RI DGYHUWLVHUV ZKR XVH RXU DIGLYRKU'
FRQWULEXWH WR WKH FRQWLQXLQJ JURZWK LQ RQOLQH DGYHUWLVLQJ UHYHQ$BW HYKIQXI

RXU UHYHQXHV J$iQHWWIVEG IURMYIFRPSDUHG WR VZKHOM RN B HHYRI® XY JHQHUDWHC

&RVW RI 5HYHQXHV

&RVW RI UHYHQXHV FRQVLVWYV SULPDULO\ Rl L EDQGZLGWK FRVWV LL VKDWHH¥EDVH
Y GHSUHFLDWLRQ DQG DPRUWL]DWLRQ YL SD\PHQW KDQGOLQJ FRVWYV DQG YLL UHYH
RI WKH SD\PHQWYV WR FKDQQHO RZQHUV DQG SHUIRUPHUV LQ << PXVLF FKDQQHOV DQG W
DV WKH FKDQQHO RZQHUV LQ OLYH JDPH EURDGFDVWLQJ DQG FRQWHQW RZQHUV RI SHRC
H[SHFW WKDW RXU FRVW Rl UHYHQXHV ZLOO LQFUHDVH LQ DEVROXWH DPRXQW DV ZH IXU

%DQGZLGWKKBREWDVG ZLGWK FRVWY LQFUHDVHG IURP 50% P DO RQUMWXK HU MR B8 VH
86 PLOOLRQ HLR[SHFW EDQGZLGWK FRVWY WR LQFUHDVH DV RXU XVHU EDVH FRQWLQX
PRUH SRSXODU LQ WKH IXWXUH

6KBIUEDVHG FRPKQVORDURDEDVHG FRPSHQVDWLRQ DOORFDWHG WR WKH FRVW RI UHY

LQ DQG WR 50% PLOOLRQ 86 PMWXH. RRDUE EDVH® FRPSHQVDWLRQ H[SHQVHV GHFU
FODVVLILHG VKDUH EDVHG FRPSHQVDWLRQ DZDUG\D @& LRHURKDLGY 1D @ DS WA TEK IDWPNIFHIED WARL TR
H[HFXWLFHMRKDW YHVWHG LQ 7KH VKDUH EDVHG FRPSHQVDWLRSUHPIHQ\H\EHBD XV i HF

JUDGHG YHVWLQJ PHWKRG WR UHFRJQL]H VKDUH EDVHG FRPSHQVDWLRQ FRVWY DQG H[SH
DQG I™MRW UHVWULFWHG VKDUHV JUDQWHG ZHUH SUHYLRXVO\ FODVVLILHG XVLQJ WKH OL
PHWKRG RQ 6HSWHPEHU
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6DODU\ DPG2XHOMDODUN DQG ZHOIDUH FRVWY LQFUHDVHG IURP 50%DQG LOWALRRBULDQFU
PLOOLRQ 86 PLOOGLR[GHIEF®W RXU VDODU\ DQG ZHOIDUH FRVWV WR LQFUHDVH DV ZH FRQ'
EXVLQHVV

%XVLQHVV WIRDHVOGUVEXIVLQHVY WD D@FEUWMBVHIGDIWRP 50% PLOOLRQ LQ DQGWRKXBWKH
WR 50% PLOOLRQ 86 PL B BBIHRFQW RQU EXV L QHWVWRDG PRWGHD X BFEKY R XU DGYHUWLVLQJ
9$7 FRPPHQFLQJ IURP 1RYHPEHU DQG 'HFHPEHU

'"HSWFLDWLRQ DQG DARGWSUHFLRYLRQ DQG DPRUWL]DWLRQ LQFUHDVHG IURP GG XU Wi
LQFUHDVHG WR 50% PLOOLRQ H8B[SHFWOGHBQHERDWLRQ DQG DPRUWL]DWLRQ WR LQFU}
SXUFKDVH VHUYHUV DQG RWKHU HTXLSPHQW RU LQWDQJLEOHVY GLUHFWO\ UHODWHG WR V

3D\PHQW KD QGIXD $FHPHQW KDQGOLQJ FRVWV LQFUHDVHG IURP 50% PQOOXKRBWHKIQU L
50% PLOOLRQ 86 PLOIOH[B® FWQSD\PHQW KDQGOLQJ FRVWV WR LQFUHDVH DV ZH FRQV
RIHULQJV

S5HYHQXH VKDR2XUWRUHNHQXH VKDULQJ IHHV ZKLFK FRQVLVWHG RI WKH>S\DL\P HEW § QWHRO ¥ k
HOWLWOHG WR UHYHQXH VKDULQJ LQ YDULRXYV FKDQQHOV DFWLYLWLHV LQ << SODWIRQB

UHVSHEWIMBBFW UHYHQXH VKDULQJ IHHV WR LQFUHDVH DV ZH FRHQWIQQXHDWR BURZXQR
IRU << OXVLF

2SHUDWLQJ ([SHQVHYV

2XU RSHUDWLQJ H[SHQVHV FRQVLVW RI L UHVHDUFK DQG GHYHORSPHQW H[SHQVHYV
7KH IROORZLQJ WDEOH VHWV IRUWK WKH FRPSRQHQWY RI RXU RSHUDWLQJ H[SHQVHYV IRU
UHYHQXHYV

JRU WHBIU<(QGHG 'HFHPEHU

R R R
WRWDO QHW WRWDO QHW WRWDC
50% WHYHQXHV50% WHYHOQXHV50% 86 WHYHQX

LQ WKRXVDQGV H[FHSW IRU SHUFHQWDJ!I
2SHUDWLQJ H[SHQVHYV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV
6DOHYVY DQG PDUNHWLQJ H[SHQVHYV
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV
7TRWDO RSHUDWLQJ H[SHQVHYV
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5HVARWQG 'HYHORSPHQW ([SHQVHYV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV FRQVLVW SULPDULO\ RI VDODULHVY DQG EH®®
SUHPLVH DQG VHUYHUV XWLOL]J]HG E\ WKH UHVHDUFK DQG GHYHORSPHQW SHUVRQQHO 5H
'"HFHPEHU GXH WR WKH QHHG IRU DGGLWLRQDO UHVHDUFK DQG GHYHOR $H 8 QRWSRIX
DQG GHYHORSPHQW H[SHQVHV LQ DEVROXWH DPRXQW WR LQFUHDVH DV ZH LQWHQG WR U
RWKHU WKLQJY GHYHORS QHZ VHULHV RI DSSOLFDWLRQV IRU RXU SODWIRUP LPSURYH W
HQKDQFHG IHDWXUHYV IRU ORELOH << VER RDHDOWHK PPIRWKHX VY@ KN U HR & DUMPLMXIWIURQV RI PREL
DV FRPSDUHG WR 3&V ZH PD\ QRW EH DEOH WR SURYLGH DV PDQ\ NLQGV RI Y M WKK@OWLYI
SRWHQWLDO DQG UHTXLUH PRUH UHVHDUFK DQG GHYHORSPHQW UHVRBMNHFBHNVVEH)\DFEFWHRGE WV 1
2XU %XVLQHVV ,I ZH DUH XQDEOH WR VXFFHVVIXOO\ FDSWXUH DQG UHWDLQ WKH JURZLQJ
VXFFHVVIXOO\ PRQHRMXUHEBREQOBN\WK<ILQDQFLDO FRQGLWLRQ DQG UHVXOHFWRGRSHUDWLRC

6DOHV DQG ODUNHWLQJ ([SHQVHYV

6DOHV DQG PDUNHWLQJ H[SHQVHV FRQVLVW SULPDULO\ Rl VDODULHV EHQHILWYV DQG
H[SHQVHY DQG DGYHUWLVLQJ DQG SURPRWLRQ H[SHQVHV 2XU VDOHV DQG PDUNHWLQJ H|
SULPDULO\ UHIOHFWLQJ LQFUHDVHG FRPPLVVLRQV IRU RXU VDOHV DQG P DIRNHWWL @R SHLV
PDLQWDLQ FORVH UHODWLRQV ZLWK DQ LQFUHDVLQJ QXPEHU RI DGYHUWLVHUV 2XWLRDOI
EHFDXVH ZH KRVWHG D OLYH FHOHEUDWLRQ HYHQW RQ << LQ -XO\ WR FHOHEUDWH WK
VDOHY DQG PDUN HWVH BHHA B MQKWDHAY RXU VDOHYV DQG PDUNHWLQJ H[SHQVHV ZLOO LQFUHDVI
FRPPLVVLRQ IRU RXU VDOHY DQG PDUNHWLQJ SHUVRQQHO GXH WR LQFUHDVHG DGYHUWL"
SHUVRQQHO

*HQHUDO DQG $GPLQLVWUDWLYH ([SHQVHV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV FRQVLVW SULPDULO\ RI VDODULHYV DQG Et
SHUVRQQHO SURIHVVLRQDO VHUYLFH IHHVY OHJDO H[SHQVHV DQG RWKHU DGPLQLVWUDW
WKUHH \HDUV HQGHG 'HFHPEHU DV RXU EXVLQHVYVY H[SDQGHG SULPDULODQ@XHL®WRUW
VKDUH EDVHG FRPSHQVDWLRQ H[SHQVHV 2XU JHQHUDO DQG DGPLIULMWDWLWL G H SR @V B
EDVHG FRPSHQVDWLRQ H[SHHWVHV¥ WRRXWKHGHUDRGDQG DGPLQLVWUDWLYH H[SHQVHV WR L
LQFUHDVHG FRVWY UHODWHG WR FRPSO\LQJ ZLWK RXU UHSRUWLQJ REOLIJDWLRQV XQGHU

6KBIUEDVHG &RPSHQVDWLRQ ([SHQVHV
2XU RSHUDWLQJ H[SHQVHVY LQFOXGH VKDUH EDVHG FRPSHQVDWLRQ H[SHQVHV DV IRO(

JRU WHBIU<(QGHG 'HFHPEHU

50% 50% 50% 86
LQ WKRXVDQGYV
5HVHDUFK DQG GHYHORSPHQW H[SHQVHV

6DOHV DQG PDUNHWLQJ H[SHQVHV
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV
7RWDO

:H JUDQW VWRFN EDVHG DZDUG VXFK DV EXW QRW OLPLWHG WR VKDUH RSWLRQVFHU
GLUHFWRUV DQG QRQ HADSIORHN F® @ W6 OW/HEUA/S DI E HOL URIFWRUYV DUH LQLWLDOO\ DFFRX
PHDVXUHG DW WKH JUDQW GDWH IDLU YDOXH RI WKH DZDUG DQG DUH UHFRJQL]HG XVLQJ
SHULRG ZKLFK LV JHQHU IX®Q\GW KIH Y & W\ GQW FS IQRICRBP $OR\HHYV DUH LQLWLDOO\ PHDVXUH:
WKHUHDIWHU XQWLO WKH HDUOLHU RI WKH SHUIRUPDQFH FRPPLWPHQW GDWH RU WKH GD
SURYLGHG



7CEGIR & ROMON

$V D UHVXOW RI UHS XU FKIHVHNG RIQF H U WOIER UNZMIUG VOQRIWLDO O\ HTXLW\ FODVVLILHG HP
UHFODVVLILHG DV OLDELOLW\ FODVVLILHG DZDUGV DV WKHVH DZDUGV ZHUH GHHPHG WR
HDFK UHSRUWLQJ SHULRG XQWLO HLWKHU WKH VXEVWDQWLYH FDVK VHWWOHPHQW LV WH
XQGHUO\LQJ VKDUHV IRU D UHDVRQDEOH SHULRG RI WLPH DW OHDVW VL[ PRQWKV RU W

2Q BHSWHPEHWRXU ERDUG Rl GLUHFWRUV UHVROYHG QRW WR XQGHUWDNH DQ\ UHSXUF
XQGHU WKRVH FRQGLWLRQV VSHFLILHG LQ WKH UHOH YW RMW FDW\G MFOMPLR Q RG WMKHQWW B
WR EHLQJ HTXLW\ FODVVLILHG DQG WKH UHODWHG OLDELOLW\ ZDV UHFODVVLILHG DV DG
FODVVLILHG DZDUGV WKH\ ZHUH PHDVXUHG EDVHG RQ WK \UKH WHDDXGVR NV WKR] EDH DBE R IR
UHTXLVLWH VHUYLFH SHULRG DUH FDOFXODWHG XVLQJ WKH JUDGHG YHVWLQJ DWWULEXW

7D[DWLRQ
&D\PDQ ,VODQGV

$FFRUGLQJ WR RXU &D\PDQ ,VODQGV FRXQVHO &RQ\HUV 'LOO 3HDUPDQ WKH &RQ\HL
DGYLVHG WKDW WKH &D\PDQ ,VODQGV FXUUHQWO\ OHYLHVY QR WD[HV RQ LQGLYLGXDOV RI
WD[DWLRQ LQ WKH QDWXUH RI 1HKWHU DW B QFRH RWWDK HRUWJ VALY W D WOH. lBEKOM\W R EH PDWHULDO WR
IRU VWDPS GXWLHV ZKLFK PD\ EH DSSOLFDEOH RQ LOQVWUXPHQWY H[HFXWHG L@KRUHDDWH
HI[FKDQJH FRQWURO UHJXODWLRQV RU FXUUHQF\ UHVWULFWLRQV LQ WKH &D\PDQ ,VODQG
3XUVXDQW WR 6/FWRREHWLWRN /DZ 5HYLVLRQ RI WKH &D\PDQ ,VODQGV 2K KRIDYE

WKDW QR ODZ ZKLFK LV HQDFWHG LQ WKH &D\PDQ ,VODQGV LPSRVLQJ DQ\ WD[ WR
RXU RSHUDWLRQV DQG

WKDW WKH DIRUHVDLG WD[ RU DQ\ WD[ LQ WKH QDWXUH RI HVWDWH GXW\ RU LQKH
7KH XQGHUWDNLQJ LV IRU D SHULRG RI WZHQW\ \HDUV IURP $XJIJXVW
ULWIWV®R VODQGV
'XRZDQ %9, LV RXU ZKROO\ RZQHG VXEVLGLDU\

$V 'XRZDQ %9, LV D %9, EXVLQHVV FRPSDQ\ VXEMHFW WR WKH SURYLVLRQV RI WKH %9
D[ $FW RI WKH %9, LQFOXGLQJ ZLWK UHVSHFW WR DOO GLYLGHQGYV LQWHUHVWYVY UHQW
DUH QRW SHUVRQV UHVLGHQW LQ WKH %9,

&DSLWDO JDLQV UHDOL]HG ZLWK UHVSHFW WR DQ\ VKDUHV GHEW REOLJDWLRQV RU R
DOVR H[HPSW IURP DOO SUR Y#PW RRQ WKIHWAKH ,QFRPH

1R HVYWDWH LQKHULWDQFH VXBHHYY\WRIRQWRKNLEBKIMIOMH 8D ®HUWBGKOWM ZKR DUH QRW SHU
DQ\ VKDUHV GHEW REOLJDWLRQV RU RWKHU VHFXULWLHV RI 'XRZDQ %9, VDYH IRU LQWH

+RQJ .RQJ
1R +RQJ .RQJ SURILWV WD[ KDV EHHQ SURYLGHG DV ZH KDYH QR DVVHVVDEOH SURILW
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35&

&XUUHQW WD[DWLRQ SULPDULO\ UHSUHVHQWHG WKH SURMNRW VKEMVRELD WVIVWHNVWH B QG (D |
B3ULRU WR -DQXDU\ FRPSDQLHVY HVWDEOLVKHG LQ WKH 35& ZHUH JHQ HWD ODmY RKXEMH
35& 1DWLRQV&RRBRSBOBWY SURPXOJDWHAKLWKHHRAERHMHDRQ -DQXDU\ 7TKHVH VXEVLGLEC
RQ WKHLU WD[DEOH LQFRPH DV UHSRUWHG LQ WKHLU UHVSHFWLYH VWDWXWRU\ ILQDQFLIL
$00 RXU 35& HQWLWLIDWDDJHDMWHEMHFW WRWK/WKH HI[FHSWLRQ RI DQ\ SUHIHUHQWLDO WUF
WKDW *XDQJ]KRX +XDGXR FDQ HQWR\ IRGX\KWRHDUY TURPLILFDWLRQ DV D KLJK DQG QHZ

$FFRUGLQJ WR D SROLF\ SURPXOJDWHG E\INNRKMLYWDUWRPWD[ EZEB DG W | HVQK\VHH 858 IDVQHSV +
DFWLYLWLHY DUH HQWLWOHG WR FODLP RI WKH UHVHDUFK DQG GHYHORSPHQW H[SHQ
SURILWY IRRWKBRBHWDHIGXFWLRQ *XDQJ]KRX +XDGXR KDV FODLPHG VXFK 6XSHU '"H@XFGVL
DQG =KXKDL 'XRZDQ FODLPHG VXFK 6XSHU '"HGXFWLRQ LQ DVFBPQWDLQLQJ LWV WD[ DVVHV

,Q DGGLWLRQ DFFRUGLQJ WR WKH 1HZ (,7 /DZ DQG LWV LPSOHPHQWDWLRQ UXOHV IR
GLYLGHQGY LQWHUHVW UHQWVY UR\DOWLHY DQG RWKHU LQFRPH LQFOXGLQJ FDSLWDW .
D IXUWKHU UHGXFHG :+7 UDWH PD\ EH DYDLODEOH DFFRUGLQJ WR WKH DSSOLFDEOH GRX
GLVWULEXWHG IURP %HLMLQJ +XDQMX 6KLGDL DQG *XDQJ]KRX +XDQMX 6KLGDL WR RXU FF
*XDQJ]KRX +XDQMX 6KLGDL GHULMHXR DY R\ K BOYGIXDQ\ SUHVHQW SODQ WR SD\ RXW WKH UH
FRQVROUGOMDHGHBI HQWLWLHYV L® WXUUIRQWDN H QB GXWRUHHWDLQ RXU DYDLODEOH IXQG
EXVLQHVV $FERUWXIE®ION7 KDV EHHQ DFFUXHG

2XU 35& VXEVLGLDULHV DQOBB& ARBQGVRWILWDMMHOG UH VXEMHFW WR E XV LIHNV \3 WLR b WR
3URJUDP UHYHIBXBIQA WRPY HUWLVLQJI UHYHQXHV DUH VXEMHFW WRS$SEWWUQWNKM WDX @K URD \A
UHYHQXH®6 DRI $XEMHFW WR EXVLQHVV WD[ H[FHSW WS/D WKR Q & LIGY HURMHL VU HY H Q K M7A @
6 X URKDUDUH FDOFXODWHG EDVHG RQ D§7GS D \ [RE K HR B XW K & H ¥ D WWD HH\G EDADGEHIF H P E H L
UHVSHF#XYHQHVV WD[HV DIQ\G QXMW HIBQWBGX UFKDHUH 50% PLOOLRQ 50% PLOOLRQ DQ
UHVSHFWLYHO\

JRU PRUH LQIRUPDWLRQ RQ 35& WD[ UHJXODWL®QPV VHH 35& 5HIXODWLRQ 5HIXODWLI

&ULWLFDO $FFRXQWLQJ 3ROLFLHV

:H SUHSDUH RXU ILQDQFLDO VWDWHPHEWNKLQHAKQ URHWP X W \WR. W R N8BH6 H VISNEBIVD RVHY WDHBR
DPRQJ RWKHU WKLQJVY DVVHWYV DQG B LWHEIPODMLG\WVHYBYXQRWHWXME H FBVHWQVADWHY DQG DY
LQIRUPDWLRQ RXU RZQ KLVWRULFDO H[SHULHQFHVY DQG RWKHU IDFWRUV WKDW ZH EHOL
LQKHUHQWO\ UHOLHVY RQ WKH XVH RI HVWLPDWHVYV DURFP DMVKE\PHEE \M VR/Q P D ROHY D FRVLYD IOV UHHWSG
SROLFLHVY WKDW UHTXLUH KLJKHU GHIJUHHV RH MRQGVPERW WKH GQRONLKHHY GQWFKMVUH ® EHO
DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY EHFNXWXCWKHQWQYROYH WKH JUHDW

5HYHQXH 5HFRJQLWLRQ DQG 'HIHUUHG 5HYHQXH

H JHQHUDWH UH6HIDXGE \R QURR HIDGY HUW 5% LU H SHQHUOHWHIG EPVHG RQ WKH UHYHQXE
SXUFKDVH DQG FRQYHUVLRQ RI JDPH WRNHQV VDOHV RI YLUWXDO LWHPV LQ RQOLQH JDF
, %6 2QOLQH DGYHUWLVLQJ UHYHQXHV D UM SHQWDIRIUP\VJI R Q B G B WH\E LIVULRPI \RIDO H\R RD @ [EIR P
HYLGHQFH RI DQ DUUDQJHPHQW H[LVWV VHUYLFH KDV EHHQ UHQGHUHG WKH SULFH LV Il
WKHVH FULWHULD DUH PHW DV GHVFULEH EHORZ
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,Q 2FWREHU WKH )LQDQFLDO $FFREDW LYY $MW® QCRHG ¥X%bBDQEH WKRHDBEGUHVV WKH
DUUDQJHPHQWYV 7KLVHEMWZL YN LSSDRMFHEWIHYHO\ LQ ILVFDO \HDUV EHJLQQLQJ XSRQHRWD DHWM
HDUO\ DGRSWLRQ RI WKLV QHZ JXLGDQFH WKURXJK D UHWURVSHFWLYH DSSOLFDWLRQ WF
HOVHZKHUH LQ WKLV DQQXDO UHSRUW

, B 6

H RHU RX® R® RXU SODWIRUP LQFOXGLQJ RQOLQH JDPHV << OXVLF DQG PHPEHUVKLS
RXU SODWIRUPHI UEDHWRW RKDW P KHRK VK H\ SXUFKDVH YLUWXDO LWHPV ,Q DGGLWLRQ XVHU
LQ RUGHU WR HQMR\ FHUWDLQ IXQFWLRQV I @G FWDR W HOB YH.W W & D ® DADODEOHE WR\ \RWHKR X X
YLUWXDO BBPHHQENHQV DQG YLUWXRQOLQHPNVRR® X<ELAQA LAFKPW QHOV RU SD\ PHPEHUVKLS V
LQFOXGLQJ SD\PHQWV XVLQJ PRELOH SKRQHV DQG LQWHUQHW GHELW FUHGLW FDUG SD\P
XVHG WR SXUFKDVH YLUWXDO LWHPV LQ RQOLQH JDPHV E SXUFKDVH YLUWXDO LWHPRPWVXIE
FXUUHQF\ VROG EXW QRW \HW FRQVXPHG E\ WKH XVHUV LV UHFRUGHG DV DGYDQFHV IUR
WKH UHVSHFWLYH SUHVFULEHG UHYHQXH UHFRJQLWLRQ SROLFLHVY DGGUHVVHG EHORZ

2QOLQH JDPHV

8VHUV SOD\ RQOLQH JDPHV RE® REOUWZWK¥H @ HRIWASCOUBA KDVMHY RI LQ JDPH YLUWXDO LWH
LWHPV ZKLFK FDQ EH XWLOL]JHG LQ WKH RQOLQH JDPHV WRHVPKRQOGHQMKHLRHYDRE B R OHGE (
UHYHQXHVY DUH DOO ZHE JDPHV &RQVXPDEOH LWHPV UHSUHVHQW YLUWXDO LWHPV WKDW
UHSUHVHQW YLUWXDO LWHPWVWKDR XBQUM DYH B VWK IE COH. W R WWKHKRQPOWLQH JDPH $OPRVW D
XVHUV RQ RXU SODWIRUP ZLWKRXW GRZQORDGLQJ VHSDUDWH VRIWZDUH

:H UHFRJQL]H UHYHQXHYV ZKHQ UHFRJQLWLRQ FULWHULD GHILQHG XQGHU 8 6 *$$3 DU
ZH KDYH GHWHUPLQHG WKDW WKHUH LV DQ LPSOLHG REOLJDWLRQ IRU XV WR WKH SD\LQJ
YLUWXDO LWHPV SXUFKDVHG E\ JDPH WRNHQV *DPH SOD\HUV QHHG WR ORJ RQ DIRHDN¥FRN
YLUWXDO LWHPVY DQG JDPH KLVWRU\ DUH VSHFLILF WR RXU JDBMXUFKRXQ WY IDPGE YU H VORI
HLWKHH MKHLU JDPH DFFRXQWYV E\ SXUFKDVLQJ JDPH WRNHQV RU YLUWXDO FXUUHQF\ IU
SUHGHWHUPLQHG H[FKDQJH UDWH DJUHHG DPR@XNNFKDYE W IKWHWXHDAH Y\ § RV JIIRRH <& HFYAHLOHRS
FRQVXPH WKHLU YLUWXDO FXUUHQF\ GLUHFWO\

7KH SURFHHGV IURP WKH SXUFKDVH RI RXU YLUWXDO FXUUHQF\ LV UHFRUGHG DV DQ
RI RXU YLUWXDO FXUUHQF\ EXW QRW \HW FRQVXPHG RU FRQYHUWHG LQWR JDPH VSHFLILI
GLUHFW SXUFKDVH RI D JDPH WRNHQ ZKLFKHYHU LV DSSOLFDEOH WKH SURFHHGV ZLOO |
FRQWUDFWXDO UDWLR *DPH WRNHQV DUH QR QHUHIXW GDPOIN DXXE GRO W RKQY GHDFEROHYE B P |
DV GHIHUUHG UHYHQXH DQG DPRUWL]HG DFFRUGLQJ WR WKHBPHWRNESES DHMHRXH WH KR
H[FKDQJHDEOMDRQQWJIGPHY 8VHUV W\SLFDOO\ GR QRW FRQYHUW RXU YLUWXDO FXUUHQF
SXUFKDVH LQ JDPH YLUWXDO LWHPYV

H JHQHUDWH UHMHRQQHRQORRHRWIDPHY GHYHORSHG E\ ERWK WKLUG SDUWLHYVY DQG E\
GHULYHG IURP WKLUG SDUW\ GHYHORSHG JDPHYV

7KGUSDUW\ GHYHORSHG JDPHYV

8QGHU FRQWUDFWY VLIQHG EHWZHHQ XV DQG WKH UHVSHFWLYH JDPH GHYHORSHUV
LQ JDPH YLUWXDO LWHPV GHULYHG IURP RQOLQH JDPHVY GHYHORSHG E\ WKLUG SDUWLHV
JDPH 7KHVH UHYHQXH VKDULQJ DUUDQJHPHQWY W\SLFDOO\ ODVW IRU D UDQJH RI RQH \H
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7KH WKLUG SDUW\ GHYHORSHG JDPHV XQGHU QRQ H[FOXVLYH OLFHQVLK P BRQONUDFERNW
WKH SODWIRUP D\WQIEO & L\PH WYH.G- DV WWHRJ WKH JDPH SOD\HUV 7KH GHWHUPLQDWLRQ RI ZKHWK
DQ DVVHVVPHQW RI YDULRXV IDFWRUV WKH SULPDIIHUDGEWRHVYRLBEH\Z MHRVKKH Z B PHIFODVH
WKH VSHFLILF UHTXLUHPH @MW R U PIDEK G- RVg\W WDIRW WKLUG SDUW\ GHYHORSHG JDPHV WKI
JDPH GHYHORSHUV GHVLJQ DQGIBUNGORS YW KWHHDVR) VEOMLEBW IRV XGH WR HVWDEOLVK SU
DQG XSJUDGLQJ WKH JDPH FRQWHQW HD QBFRIUBNROQ O LIQMHPD/P H FFHRUHEDH QHW R1 WKH SUH |
GHYHORSHUV

*LYHQ WKDW WKLUG SDUW\ GHYHORSHG JDPHV DUH PDQDJHG DQG DGPLQLVWHUHG E\"
FRQVXPSWLRQ GHWDLOV VXFK DV ZKHQ D JDPH WRNHQ LV VSHQW RQ WKH YLUWXDO LWHP
LQGLYLGXDO MRZH YHDRBUQWDLQ KLVWRULFDO GDWD RQ WKH WLPLQJ RI WKH FRQYHUVLR
JDPH WRNHQV BXBEH®&DHHEG WKDW RXW S HRHEAUPDWIEFRIQIRMR WKH JDPH GHYHORSHUV FRUUHMN
KDYH DGRSWHG D SROLF\ WR UHFRJQL]H UHYHQXHY UHODWLQJ WR JDPH WRNHQV IRU WKL
JDPH EDVLV ZKLFK DUH DSSUR[LPDWHO\ WKUHH WR VL[ PRQWKWNUIRWRW KKH. BWBURENOS XD 8
WKH HVWLPDWHG XVHU UHODWLRQVKLS ZLWK XV PD\ FKDQJH LQ WKH IXWXUH

:KHQ ZH ODXQFK D QHZ JDPH ZH HVWLPDWH WKH XVHU UHODWLRQVKLS EDVHG RQ RWI
KLVWRIUDOVR FRQVL\GB URVK®HJI CCAMW LLLDEKMWHHM HW D@ G LW YHSHHD G MWPR BLOMS KUV RURXISIV LQ
UHODWLRQVKLS SHULRG

7KH HVYWLPDWHG XVHU UHODWLRQVKLS SHULRG LV EDVHG RQ G DRVB VARICPONFNY W& H USRHPL
UHODWLRQVKLS ZH PDLQWDLQ D VRIWZDUH VI\VWHP WKDW FDSWXUHV WKH IROORZLQJ LQ
SODWIRUP DQG E WKH DPRXQW DIHs RUKFHRW I PIIUQV L VZ R GKWW HITDPARHVERKIHH AV HU UHODWLF
JDPH WR EH WKH GDWH D SOD\HU SXUFKDVHV RU FRQYHUWYV IURP YLUWXDO FXUUHQF\
WLPH 7KLV FRPSXWDWLRQ LV FRPSOHWHG RQ D XVHU E\ XVHU EDVLV 7KHQ WKH UHVXOYV
SHULRG IRU HDFK JDRH) JDPK BROPHMIQWY DUH UHFRJQL]JHG RYHU WKH HQG XVHU UHODWLR

7R HVWLPDWH WKH GDWH WKH XVHU SOD\V WKH JDPH IRU WKH ODVW WLPH ZH VHOHFYV
WKHVH XVHUV ORJ RQ EHKDYLRU RYHU DW OHDVW D VL[ PRQWK SHULRG WR GHWHUPLQH L
SHULRG RI LOQDFWLYLW\ R U LCEBOWHNSEIRRER@G UWYRHP WKKHBEAHMHDY LRU RI WKHVH XVHUV WR VHH ZI
GLHUHQW LQDFWLYH SHULRGY HJ QRW ORJJLQJ RQ RI RQH PRQWK WZR PRQWKV WKUH
HVWLPDWHG WR EH WKH SUREDELOLW\ WKDW XVHUV ZLOO QRW UHWXUQ WR WKH JDPH DIV

:H FRQVLGHU D SD\LQJ SOD\HU WR EH LQDFWLYH RQFH KH RU VKH KDV UHDFKHG D SH
ZLOO QRW UHWXUQ WREBOLSHHLWKDWPH/L:QJ DQ WKUHVKROG IRU WKH OLNHOLKRRG WK
DFKLHYHV WKH PDJQLWXGH RI SUREDEOH XQGHU WKH WRYHWROG \GWMN @ WICAHIES BEQ L#H6G W
RQ RXU DVVHVVPHQW WKH LQDFWLYH SHULRG UDQJHV JHQHUDOO\ IURP RQH WR WKUHH F

7KH FRQVLGHUDWLRQ RI XVHU UHODWLRQVKLS ZLWK HDFK RQOLQH JDPH LV EDVHG RQ
WLPH RI DV VH DWRHYW WKH HVWLPDWHG XVHU UHODWLRQVKLSY RQ D TXDUWHUO\ EDVLV ¢
LQIRUPDWLRQ ZLOO EH DFFRXQWHG DV D FKDQJH LQ DFFRXQWLQJ HVWLPDWH LQ DFFRUGI
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6HOl GHYHORSHG JDPHV

5HYHQXHV GHULYHG IURP RXU VHOl GHYHORSHG JDPHVY DUH UHFRUGHGHRGR QRWVRDEL
LQIRUPDWLRQ RQ FRQVXPSWLRQ GHWDLOV RI LQ JDPH YLUWXDO LWHPV DQG RQO\ KDYH (
JDPHV *LYHQ WKDW FHUWDLQ KLVWRULFDO GDWD LV QRW DYDLODEOH Z2HPAVH WKSHXNVHQ
GHWHUPLQH WKH HVWLPDWHG SHULRG RI WKH XVHU UHODWLRQVKLS IRU RXU VHOI GHYHO
DSSUR[LPDWHO\ IRXU PRQWKY IRU WKH SHULRGY SUHVHQWHG

<< OXVHFH® X H

:H FUHDWHUDQIGURIXDO LWHPV WR EH XVHG E\ XVHUV RQ << PXVLF FKD QIGN®I\G \MKHDHW R
VROG WR XNHH@W WSGIFILILHG SULFHV DV SUH GHWHUPLQHG E\ XV 8VHUV SXUFKDVH FRQV
VXSSRUW IRU WKHLU IDYRULWH SHUIRUPHUV RU WLPH EDVHG YLUWXDO LWHPV ZKLFK SUR
WKH PXVLF FKDQQHOV IRU D VSHFLILF SHIWERGHRNVMWLEPH Z QVR URHUNY RQD SREXDIW $WHIWRW E
LOQWR UHYHQXH VKDULQJ DUUDQJHPHQWY ZLWK XV RU D WKLUG SDUW\ KXPDQ UHVRXUFHV
LQ FKDQQHO YLUWXDO LWHP VDOHV RQ << PXVLF FKDQQHOV ZKLFK ZH DFFRXQW IRU DV F
VKDULQJ DUUDQJHPHQWY DUH QRW HQWLWOHG WR VKDUH DQ\ IHHHGOWR GMH UY HEKIWRPI W
XV DUH IUBH RIGRKRBW UHFRJQL]H IBIQLQB YHBNXH LURKRO LWHPV DQG GR QRW VKDUH DQ\
I[UHH YLUWXDO LWHPV DUH SUHVHQWHG W®R BSMLIR UPINBQ XN RXUXYR UYL I$HFF RRIG MXIK W DO+
LPPHGLDWHO\ LI WKH YLUWXDQ W\WHPFDV H RIRWVKIP EDVH ®YLUWXDO LWHPV UHFRJQL]HG
WR WKHKVHUGRHY QRW HHFGIR ® R\ HK DYDHIUIXUWKHU REOLJDWLRQV WR WKHVXDIOUL BVIKFHW PVD
LQGLYLGXDOO\ RU EXQGOHG LQWR RQH DUUDQJHPHQW :KHQ RXU XVHUV SXUFKDVH PXOW
DUUDQJHPHQWY XQ@GBWISS®H (OHPHQW S WEHIQNHIRHQWYYLGXDO HOHPHQWY XQGHU WKH DU
WKH FULWHULD WR EH DFFRXQWHG HRD ®YRFEDSH 'WH BQUWY JRIPBIOAMR XQWYRGHUDWLRQ WI
VHOOLQJ SULFH 7KH IROORZLQJ KLHUDUFK\ KDV EHHQ IROORZHG ZKHQ GHWHUPLQLQJ WK
962( WKLUG SDUW\ HYLGHQFH RU 73( DQG *EMWW WYWWPWWH RE2(HIOLIQH $HOPH QR U
DGRSWHG D SROLF\ WR DOORFDWH WKH FRIGIWIHDHW VWU W@ DRI WK HPZ K R 8 A HIQUW\D @ DIVHHEQRVQ W
YLUWXDO LW HPGHOHRHQWH:WKH IDLU YDOXHV RI YLUWXDO LWHPV VROG LQ D EXQGOH ED\
73( RI VHOOLQJ SULFH DQG GHWHUPLQH WKH IDLU YDOXHV RI YLUWXDO LWHPV ZLTKKR %\\6 !
JHQHUDOO\ EDVHG RQ WKH VHOOLQJ SULFHV RI WKH YDULRXV HOHPHQWNK IR 1% 6\BLPDO DO \Q
RQ WKH HVWLPDWHG VWDQG DORQH SULFLQJ ZKHQ WKH HOHPHQW KDV QRW SUHYLRXVO\ |
SULFLQJ VWUDWHJILHY PDUNHW D FMWRBYQLQK WAWUDQXHIJ LAEURIE MAHKE WLY WX DO LWHP HOHPHC
UHFRJQLWLRQ PHWKRG

2WKHYHQ XH

2WKHU UHYHQXH PDLQO\ UHSUHVHQWYV UHYHQXH IURP PHPEHUVKLS VXEVFULSWLRQ IH
SODWIRIUPDXQFKHG RXU PHPEHUVKLS SURJUDP ZKHUH PHPEHUV FDQ UHFHLYH HQKDQFHG
XS IURQW IURP HMKAK WPHPHELHBW RI PHPEHUVKLS IHHV LV LQLWLDOO\ UHFRUGHG DV GHIHUUI
PHPEHUVKLS VXEVFULSWLRQ 6HUYHU UHQWDO LQFRPH LV UHFRJQL]JHG RQ D VWUDLJKW O

5HYHQXH IURP VDOHV RI YLUWXDO LWHPV LQ YDULRXV FKDQQHOV LV UHFRJQL]JHG RQ I
<< PXVLF UHYHQXH
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$GY H U VWHMNH@XIHWY

$GYHUWLVLQJ UHYHQXHY DUH GHULYHG SULQFLSDOO\ IURP DGYHUWLVLQJ DUUDQJHPH
GLHUHQW IRUPDWY RYHU D SDUWLFXODU SHULRG RI WLPH 6XFK IRUPDWY JHQHUDOO\ LQF
$GYHUWLVHPHQWY RQ RXU ZHEWRWW KOHU BDWHOHRDGRUPBPWDBQ DQG DGYHUWLVLQJ FRQWUD
VHUYLFHV WR EH SURYLGHG :KHUH FROOHFWDELOLW\ LV UHDVRQDEO\ DVVXUHG DGYHUW
SHULRG RI GLVSOD\

:H HQWHU LQWR DGYHUWLVLQJ FRQWUDFWYV ZLWK WKLUG SDSUW\SDG DB URRLOM Q D FDW H/QHF
WR WKUHH PRQWKY %RWK WKLUG SDUW\ DGYHUWLVLQJ DJHQFLHY DQG GLUHFW DGYHUWL
ZLWKLQ VL[ PRQWKYV

KHUH RXU FXVWRPHUV SXUFKDVH PX®W HROWHGCLEEDDW SWUQR 88 DLRH W B HWID BHIFRQW U D
YDULRXV DGYHUWLVLQJ HOHPHQWY EDVHG RQ UH O DHUIHYGWVHO DR B Q \8 U LRFYHH D QUEK b #HB RUHEWHBE
WKH IDLU YIHQXHHQWRD GLHUWLVLQJ HOHPHQWY EDVHG RQ RXU EHVW HVWLPDWH Rl VHOOLQ
RXU VWDQGDUG SULFH OLVW D Q{5 WKH.R/RVURW LIF DUCH GH § R R XRXQV W Kl HDWMIRE QWY GHOLYHUHG DC
WKH XQGHOLYHUHG HOHPHQWYV XQWLO WKH UHPDLQLQJ REOLJDWLRQV KDYH EHHQ VDWLYV
DJUHHPHQW SHULRG WKH UHYHQXHV DUH UHFRJQL]HG RQ D VWUDLJKW OLQH EDVLV RYHL

7TUDQVDFWLR®R S XUWK D/VGKIHUWLVLQJ DIHQFLHYV

JRU FRQWUDFWY HQWHUHG LQWR ZLWK WKLUG SDUW\ DGYHUWLVLQJ DIJHQFLHVY WKH W
5HYHQXH LV UHFRJQL]J]HG UDWDEO\ RYHU WKH FRQWUDFWXDO SHULRG RI GLVSOD\ EDVHG

WKHUH LV SHUVXDVLYH HYLGHQFH WKDW DQ DUUDQJHPHQW H[LVWV ZH HQWHU LQV
VSHFLI\LQJ SULFH DGYHUWLVLQJ FRQWHQW IRUPDW DQG WLPLQJ

SULFH LV IL[HG RU GHWHURG QDR OWK W D6 SRHIU WH WWIKPIUDIJHQFLHY DUH VSHFLILHG LQ
UDWHYV

VHUYLFHV DUH UHQGHUHG ZH UHFRJQL]JH UHYHQXH UDWDEO\ DV WKH HOHPHQWYV D

FROOHFWDELOLW\ LV UHDVRQDEO\ DVVXUHG ZH DVVHVV WKH FUHGLW KLVWRU\ RI
DJUHHPHQWV | WKH FROOHFWDELOLW\ IURP WKH DJHQFLHV LV DVVHVVHG LV QRW
WKH RWKHU UHYHQXH FULWHULD DUH PHW

:H SURYLGH VDOHV LQFHQWLYHV LQ WKH IRUPV RI GLVFRXQWY DQG UHEDWHY WR WKL
DUH YLHZHG DV WKH FXVWRPHUV LQ WKHVH WUD QV DFMGA RWRV W K H YIHIQDQH IL N VU HOAFRW QRU] N G GEH
DJHQFLHV 6DOHV LQFHQWLYHY DUH HVWLPDWHG DQG UHFRUGHG DW WKH WLPH RI UHYHQ
KLVWRULFDO H[SHULHQFH

7T7UDQVDFWLRQV ZLWK DGYHUWLVHUYV

:H DOVR HQWHU LQWR DGYHUWLVHPHQW FRQWUDFWY GLUHFWO\ ZLWK DGYHUWLVHUV
UHFRJQL]JH UHYHQXH UDWDEO\ DV WKH DGYHUWLVLQJ VHUYLFHV SXUFKDVHG IURP XV DUH
DQG FRQGLWLRQV LQFOXGLQJ SULFH DUH IL[HG BHFRWR SGU MRR RV B H U H G IHWY CDQVW HVGAPHHUA
LOWR FRQWUDFWY 5HYHQXH LV UHRARRG QLRHWKEDD 6 &HRIQV WWKHHU D P RXIQWRF ICOLW FR X QW V
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$GYDQRRVXMHUYV DHES YGIQIXW U

$GYDQFHV IURP XVHUV DUH SUHSD\PHQWYV IURP XVHUV LQ WKH IRUP RI RXU YLUWXDO
FRQVXPSWLRQ RU FRQYHUVLRQ DUH UHFRJQL]JHG DV UHYHQXH DFFRUGLQJ WR WKH SUHVI
FRQVLVWY RI WKH XQDPRUWL]HG JDPH WRNHQV DQG SUHSDLG VXEVFULSWLRQV XQGHU Wt
VWLOO DQ LPSOLHG REOLJDWLRQ WR EH SURYLGHG E\ XV ZKLFK ZLOO EH UHFRJQL]HG DV

&RQVROLGDWLRQ

2XU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV LOXBOWXICGH WKIHM QDRGFLDOLDWO M/ H B MU
RXU VXEVLGLDULHYVY DUH WKH SULPDU\ EHQHILFLDULHW O GUDDRQHIVFINQER QV(D X® EHD 6B Gt

$ VXEVLGLDU\ LV DQ HQWLWLIUM ZW DR KRERKQMBRBEV ®RUH WKDQ RQ K IK\D @/IKRII SARKZHH Y RAARL
WKH PDMRULW\ RI WKH PHPEHUV RI WKH ERDUG RI GLUHFWRUV RU WR FDVW D PDMRULW\
SROLFLHV RI WKH HQWLW\ XQGHU D VWNYDRKRIXUMH RO GIHIUM R B HHOTVX LDAP\R QR OVEKIHU YA Q W L W\

$ 9,(LVDQ HQWLW\ LQ AU RQRXRJ RXKRSOXQBEVLGLDULHY WKURXJK FRQWUDFWXDO DJUH
DVVRFLDWHG ZLWK RZ @KWY WIKSH BHMRKH REWLIAMRPSDQ\ RU RQH RI RXU VXEV,QG GRHIWHWP LY W)
FRPSDQ\ RU RQH RI RXU VXEVLGLDUWIHH~NRIOQN WKHUSHGLPRHWEHQHAHFKLDYN WKH SRZHU WR GLI
HFRQRPLF SHUIRUPDQFH DQG DOVR RXU REOLJDWLRQ WR DEVRUE ORVVHV RI WKH 9,( WK
9,( WKDW FRXOG SRWHQWLDOO\ EH VLIJQLILFDQW WR WKH 9,(

JRUHLJQ RZQHUVKLS RI LQWHUQHW EDVHG EXVLQHVVHV LV VXEMHFW WRRQGQYEMW FR>XQUA
&KLQD SULPDULO\ WKURXJK D VHULHV RI FRQWUDFWXDO DUUDQJHPHQ@WN CHQKRXU HXSDIGXWR R
7XGD DV ZHOO DV *XDQJ]KRXGMXPKXBHKR® CGHHUW LB DWHG RQ RXU HYDOXDWLRQ\G R | D/IQIGH * ¥
+XDGXR WKH HFRQRPLF EHQHILW IORZ RI FROQWUDFWXDO DUUDQJHPHQWY PDGH ZLWK WK
HQDFWHG ZHNKR@XU&HAUHLMLQJ +XDQMM WHIYGDER QW UWHRBURYNMH HX D QJIGKOR XU HR B GXIR DXQESV W E
HFRQRPLF EHQHILWY DQG UHVLGXDO UHWXUQV DQG DEVRUE VXEVWDQWLDOO\ DOO WKH 1
:H DOVR KDYH DQ H[FOXVLYH RSWLRQ WR SXUFKDXBIDDQ® rFKH [HKRXL WX OL@QX\RHUKIN® VD Q Q
WKH H[FOXVLYH ULJKW WR UHTXLUH RGD@RPEQHBAIVKXIHKBROBER WRI WIHDLVIHU7LWY LQWHI
GHWDLOHG GHVFULSWLRQ RI WKHVH FRQWUDFWXDO DUUDQJHPHQWY VHH &RUSR XBGWHD€I
*XDQJ]KRX +XDGXR WR EH RXU 9,( %HLMLQJ +XDQMX 6KLGDL RXU ZKROO\ RZQHG VXEVLG
FRQVROLGDWH WKHXGBVXQG/ VYXPIQBHKIRKLQID/IGXR LQ RXU FRQVROLGDWHG ILQDQFLDO VWDV

$V DGYLVHG E\ RXU 35& FRXQVHO =KRQJ /XQ /DZ )LUP WKH FRQWUDFWX®D DY DI P
DQG WKH FRQWUDFWXDO DUUDQJHPHQWY DPRQJ %HLMLQJ +XDQMX 6KLGDD WK G DED@ J LR,
HQIRUFHDEOH DQG GR QRW Y LIRHFDW H RBARE XGFKY FIRQMW BN DOQHKHOG WR EH XQHQIRUFH
UHJXODWLURGW \WXDW BLO LW\ XGRDFRQGV tRIMQBHIRKL ©XIDGXR ZH PD\ EH SUHFOXGHG IURP FR

6KDUH EDVHG FRPSHQVDWLRQ

:H DZDUGHG D QXPEHU RI VKDUH EDVHG FRPSHQVDWLRQ WR RXU HPSOR\HHV DQG QRC
VKDUHY DQG UHVWULFWHG VKDUH XQLWYV JUDQWHG WR HPSOR\HHV D QG FRIQDIQRES PIRDH H WP C
EDVHG DZDUGVY JUDQWHG LQ UHDAMMIVR® WV R R G BWDXIOM WL REKHRVHWKDUH EDVHG DZDUG\
LQ 6KDUH EDVHG FRPSHQVDWLRQ LQ QRWH WR RXU DXGLWHG FRQVROLGD@WHG |LZBROQFI
LQFOXGHG HOVHZKHUH LQ WKLV DQQXDO UHSRUW RQ )RUP )
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6KBIURSWLRQV

2SWLRQV ZHUH LQLWLDOO\ DFFRXQWHG IRU DV HTXLW\ FODVVLILHG DZDUGV EHFDXVH
QXPEHU RI VKDUHV RI RXU FRPPRQ VKDUHYV LVVXHG XQGHU WKHVH DZDUGV DUH IL[HG DQ(
DUH PHDVXUHG EDVHG RQ WKH JUDQW GDWH IDLU YDOXH RI WKH DZDUG DQG UHFRJQL]HG
IRUIHLWXUHY RYHU WKH UHTXLVLWH VHUYLFH SHULRG ZLWK D FRUUHVSRQGLQJ LPSDFW
HDFK UHSRUWLQJ GDWH XVLQJ WKH IDLU YDOXH DV DW HDFK SHULRG HQG 7KH FRPSHQVEL

IHYHUWKHOHVY D QXPEHU RI RXU RXWVWDQGLQJ HPSOR\HH VKDUH EDVHG DZDUGV Ut}
6FKHPH 2SWLRQV SULRU WR WKH DGRSWLRQ RI RXU 6FKHPH KDG EHHQ VXEMHFW V
FRPPRQ VKDUH LVVXDQFH PDGH WR RXU VKDUHKROGHUYV DQG LQYHVWRUV GHWDLOV RI Z
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ZKLFK DUH LQFOXGHG HOVHZKHUH LQ WKLV DC

8SRQ WKH QHJRWLDWLRQ DQG RFFXUUHQFH RI RXU UHSXUFKDVH RI FHUWDLQ RXWVWL
6KDUH EDVHG FRPSHQVDWLRQ LQ QRWH WR RXU DXGLWHG FRQVROLGDWHG ILQDQFLDC
SUREDEOH IRU KROGHUV RI WKH 3UH 6FKHPH 2SWLRQV WR GHYHORS DQ H[SHFWDWLRC
UHVXOW VXFK SDVW SUDFWLFHY UHVXOW LQ D FRQVWUXFWLYH REOLJDWLRQ RI RXUV 6X
WR EH UHIOHFWHG DV D VWRFN FRPSHQVDWLRQ OLDELOLW\ RQ RXU FRQVROLGDWHG EDOI
UHDFKHG ZLWK WKH UHVSHFWLYH KROGHUV RI WKH LOQVWUXPHQWYV LQ ,Q WKH FDVH R
RXU ERDUG RI GLUHFWRUV ZLWK UHIHUHQFH WR YDOXDWLRQ UHVXOWYV UHJDUGLQJ WKH I
QRW GHWHUPLQDEOH XQWLO WKH GDWH RI UHSXUFKDVH

:H FRQWLQXHG WR DPRUWL]H VKDUH EDVHG FRPSHQVDWLRQ H[SHQVHV IRU WKRVH DZ
:H UH PHDVXUHG WKH IDLU YDOXH RI WKH DZDUGY DW WKH HQG RI HDFK UHSRUWLQJ SHU
WKH PDUNHW YDOXH RI WKH VKDUHV IRU D UHDVRQDEOH SHULRG RI WLPH RI DW OHDVW V

2Q 6HSWHPEHWH GHWHUPLQHG QRW WR XQGHUWDNH DQ\ UHSXUFKDVHV RI YHVWHG RL
FROQGLWLRQV VSHFLILHG LQ WKH UHOHYDQW DZDUG VFKHPH DQG JUDQW GRFXPHQWY ,Q I
DZDUGV VKRXOG EH DSSURYHG E\ WKH PDMRULW\ YRWHYVY RI WKH ERDUG RI GLUHFWRUV 2
YHVWHG RU XQYHVWHG DZDUGYV DOVR FRQILUPHG WKHLU XQGHUVW WMKGLRO DWYE IDBF D MWH. RID!
FODVVLILHG DZDUGV ZDV FKDQJHG WR EHFRPH HTXLW\ FODVVLILHG
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H HQJDJHG DQ LOQGHSHQGHQW YDOXDWLRQ FRPSDQ\ WR DVVLVW XV LQ RXU GHWHUPL
PHDVXUHPHQW GBWUH PHRIAHMNMHPHQW LV XOWLPDWHO\ UHVSRQVLEOH IRU VXFK GHWHUPLQD)\

,Q GHWHUPLQLQJ WKH YDOXH RI VKDUH RSWLRQV ZH KDYH XVHG WKH ELQRPLDO RSWI
OLDELOLW\ FODVVLILHG DZDUGV 8QGHU WKLV RSWLRQ SULFLQJ PRGHO FHUWD LIQFBW WXM:
YDOXH RI VKDUH RSWLRQV DQG KHQFH WKH DPRXQW RI FRPSHQVDWLRQ H[SHQVH ZH UHFR

7KH NH\ DVVXPSWLRQV XVHG LQ YDOXDWLRQ RI WKH RSWLRRWVH X RRDRBHPMX U B PMIQRV |

JRUVKHID(QGHG '"HFHPEHU

50% 50%
5LVN I[UHH LQWHUHVW UDWH
([HUFLVH PX\W WSO H
([SHFWHG VHHDWR
([SHFWHG YRODWLOLW\
([SHFWHG GLYLGHQG \LHOG

7KH ULVN IUHH LOQOWHUHVW UDWH RI SHULRGYV ZLWKLQ WKH FRQWUDFWXDO OLIH RI WKI
7KH H[HUFLVH PXOWLSOH LV DQ DVVXPSWLRQ DERXW HDUO\ H[HUFLVH EHKDYLRU RU S
VLQFH WKH JUDQW GDWH ,W UHSUHVHQWY WKH H[SHFWHG UDWLR RI VWRFN SULFH WF
7KH H[SHFWHG WHUP LV WKH UHPDLQLQJ FRQWUDFW OLIH RI WKH RSWLRQ

([SHFWHG YRODWLOLW\ LV HVWLPDWHG EDVHG RQ WKH DYHUDJH RI KLVWRULFDO YROI
IHLWKHU 'XRZDQ %9, QRU XV KDV D KLVWRU\ RU WKH H[SHFWDWLRQ RI SD\LQJ GLYLGH
RQ RXU H[SHFWHG GLYLGHQG SROLF\ RYHU WKH H[SHFWHG WHUP RI WKH RSWLRQ

8SRQ WKH FRPSOHWLRQIRU MWXH WEHW.IKDUSHXESWERQY ZHUH UHPHDVXHG DW WKH VWRF

6KBIUEDVHG DRDWR XU DFTXDWINWLRQ RI 1HR7

,Q '"HFHPEHU LQ FRQQHFWLRQ BVWY W KH.D¥XKGVZ WU BRQQRN VI MAR7 SXUF KDV H
VKDUHV RI RXU FRPSDQ\ WIRVWY RZ LRXKQD WHW RIFIHRRQGLWLRQ Rl WKUHH \HDUV ,Q 2FWRE}
KROGHUV WR H[HUFLVH WKHLU ZDUUDQWY WR DFTXLUH UHVWULFWHG VKDUHV WKL
FRQGLWLRQV DV WKH RULJLQDO ZDUUDQW JUDQWYV

7KHVH VKDUH EDVHG DZDUGV ZHUH LQLWLDOO\ DFFRXQWHG IRU DV HTXLW\ FODVVLILH
GRFXPHQWY DQG WKH QXPEHU RI VKDUHV RI RXU FRPPRQ VKDUHV LVVXHG XQGHU WKHVH

:H UHFRJQL]H WKH YDOXH RI WKH SRUWLRQ RI WKH ZDUUDQWY UHVWULFWHG VKDUHYV
FROQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV RQ D JUDGHG YHVWLQJ EDVLV

+RZHYBWXPEHU RI RXU RXWVWDQGLQJ ZDUUDQWYV UHVWULFWHG VKDUHV KDG EHHQ V
FRPPRQ VKDUH LVVXDQFH PDGH WR RXU VKDUHKROGHUY DQG LQYHVWRUV GHWDLOV RI Z
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ZKLFK DUH LQFOXGHG HOVHZKHUH LQ WKLV DC
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8SRQ WKH QHJRWLDWLRQ DQG RFFXUUHQFH RI WKH ODWHVW UHSXUFKDVH Rl RXWVWD
GHYHORS DQ H[SHFWDWLRQ WKDW ZH PLJKW FRQWLQXH WR UHSXUFKDVH WKHLU YHVWHG
RI RXUV B6XFK LQLWLDOO\ HTXLW\ FODVVLILHG DZDUGV ZHUH FRQVLGHUHG WR KDYH EHHC
FRQVROLGDWHG EDODQFH VKHHW FRPPHQFLQJ RQ WKH GDWH ZKHQ WKH GHILQLWLYH DJL
LQVWUXPHQWYV

:H FRQWLQXHG WR DPRUWL]H VKDUH EDVHG FRPSHQVDWLRQ H[SHQVH IRU WKRVH DZD
:H UH PHDVXUHG WKH IDLU YDOXH RI WKH DZDUGYVY DW WKH HQG RI HDFK UHSRUWLQJ SHU
PDUNHW YDOXH RI WKH VKDUHV IRU D UHDVRQDEOH SHULRG RI WLPH DW OHDVW VL[ PRQ'

7KH IDLU YDOXH RI ZDUUDQWY UHVWULFWHG VKDUHV ZDV EDVHG RQ WKH IDLU YDOXH
7KH UHVWULFWHG VKDWNHW KD® GWHG WKR AHRAVWHG DV RI '"THFHPEHU

SHVWULRMWHG VKDU

5HVWULFWHG VKDUHV LVVXHG WR RXU HPSOR\HHY DUH PHDVXUHG EDVHG RQ WKH JUD
WKH JUDGHG YHVWLQJ PHWKRG QHW RI HVWLPDWHG IRUIHLWXUHY RYHU WKH UHTXLVLWI
IDLU YDOXH RI UHVWULFWHG VKDUHYV ZDV EDVHG RQ WKH IDLU YDOXH RI RXU XQGHUO\LQ:

:H DFFRXQW IRU UHVWULFWHG VKDUHV LVVXHG WR QRQ HPSOR\HHVY DUH PHDVXUHG D’
HDFK UHSRUWLQJ GDWH XVLQJ WKH IDLU YDOXH DV DW HDFK SHULRG HQG XQWLO WKH PH
PHWKRG

:H DUH UHTXLUHG WR HVWLPDWH IRUIHLWXUH DW WKH WLPH RI JUDQWIBQQURPY MWMKHRW
+LVWRULFDO GDWD ZDV XVHG WR HVWLPDWH SUH YHVWLQJ IRUIHLWXUHY DQG UHFRUG VK

7KH IROORZLQJ WDEOH VHWV IRUWK FHUWDLQ LQIRUPDWLRQ UHJDUGLQ J AMKHQ WHGE VW B

DQG
)D LAD O X H &RIRIP R Q
SHVWULFWWG 6KDBKDMUDV RI WKH 7\SH OHWKRGRORJ\
*UDQW 'DWH *UDQWHG *UDQW 'DWH RBDOXDWLRQ
86

-DQXDU\ 5HWURVSHFWLYH *70
JHEUXDU\ 5HWURVSHFWLYH *70
$SULO S5HWURVSHFWLYH *70
-X 0\ 5HWURVSHFWLYH *70
2FWREHU 5HWURVSHFWLYH *70
-DQXDU\ 5HWURVSHFWLYH %DF

*70 GHQRWHV WKH JXLGHOLQH WUDQVDFWLRQ PHWKRG XQGHU WKH PDUNHW DSSURDF
WUDQVDFWLRQV FORVH WR WKH YDOXDWLRQ GDWH
%DFNVROYH GHQRWHY WKH EDFN VROYH PHWKRG XQGHU WKH PDUNHW DSSURDFK EDV
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SHVWULRRNVXGLWRDU

5HVWULFWHG VKDUH XQLWV LVVXHG WR RXU HPSOR\HHVY DUH PHDVXUHG EDVHG RQ WK
RQ WKH JUDGHG YHVWLQJ PHWKRG QHW RI HVWLPDWHG IRUIHLWXUHYVY RYHU WKH UHTXLYV
7KH IDLU YDOXH RI UHVWULFWHG VKDUHYVY ZDV EDVHG RQ WKH IDLU YDOXH RI RXU XQGHUC

:H DUH UHTXLUHG WR HVWLPDWH IRUIHLWXUH DW WKH WLPH RI JUDQW 0OG MRVHHNYKR
HYWLPDWHYV +LVWRULFDO GDWD ZDV XVHG WR HVWLPDWH SUH YHVWLQJ IRUIHLWXUHV DC

7KH IROORZLQJ WDEOH VHWV IRUWK FHUWDLQ LQIRUPDWLRQ UHJIDUBLQJ VEKW K NKWUH
LQIRUPDWLRQ

)D LAD O X H &RIRIP R Q

SHVWULFWHG 6KDEKMHUDV RI WKH 7\SH OHWKRGRORJ\
*UDQW 'DWH 8QLWYV *UDQWHG *UDQW 'DWH RBDOXDWLRQ
86

6HSWHPEHU &RQWHPSRUDQHRXV '&)
-DQXDU\ &RQWHPSRUDQHRXV '&)
O0DUFK &RQWHPSRUDQHRXV '&)

-X 0\ &RQWHPSRUDQHRXV '&)
6HSWHPEHU &RQWHPSRUDQHRXV '&)
6HSWHPEHU &RQWHPSRUDQHRXV '&)
1RYHPEHU &RQWHPSRUDQHRXV B6WRFN
1RYHPEHU &RQWHPSRUDQHRXV B6WRFN

'&«) GHQRWHYV WKH GLVFRXQWHG FDVK IORZ PHWKRG XQGHU WKH LQFRPH DSSURDFK ZK
GDWH LV GHYHORSHG E\ GLVFRXQWLQJ IXWXUH QHW FDVK IORZ WR WKH SUHVHQW YDC
ULVNV LQKHUHQW LQ WKH VSHFLILF LQYHVWPHQW

8SRQ WKH FRPSOHWLRQIRUMWXH WEHMDDO SPOOXHNV RI UHVWULFWHG VKDUH XQLWYV DUH
YDOXHV RI UHVWULFWHG VKDUH XQLWY JUDQWHGIRQLDRYSWIERFHJDV WK B WH EQ WHGD RM®I L
GDWH

6KBIUEDVHGW4DDQWHG WR FKLHI H[HFXWLYH RIILFHU DQG FKDLUPDQ

2Q )HEUXDU\  'DYLGU;XHOLQJ-XQD/®G ORXU FRDRXROG® WD JE GLUHPYRY G DQG
VKDUHV ZKLFK YHVWHG LPPHGUDSWHO\RBQG RYIMWHD VREKW VHFRQG DQQLYHUVDUAKHYG UHME
VKDUHV DUH VXEMHFW WR D SHUIRUPDQFH FRQGLWLRQ ZKLFK UHODWHV WR WKH QXPEHU
'"HFHPEHU

:H UHFRJQL]HG WKHVH DZDUGV DV HPSZDRAEY XKDQH I IEDVH® BRASHQWBROMW DREQ@ WGV RQ W
WKH UHVWULFWHG 'DKDGOGHXHHOE EL 2DV IXOO\ UHFRJQL]J]HG DQG WKH FRPSHQVOWIHRQZIBNS
UHFRJQL]JHG RYHU WKH UHTXLVLWH VHUYLFH SHULRG XVLQJ WKH JUDWHG YW K M UMV WHRIW K\
WKH &KDLUPDQ ZDV IXOO\ YHVWHG DQG DOO UHPDLQLQJ FRPSHQVDWLRQ H[SHQVHV ZHUH

7KH IDLU YDOXH RI WKH VKDUH EDVHG DZDUGY DERYH ZzDV GHWHUPLQHG DW WKH UHV
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&RPPRQHVKDOXH

*LYHQ WKDW ZH LVVXHG FRPPRQHXD U ¢ HSH ZB@UD QABAWRKRHG WKH %DFNVROYH OH
VKDUH WUDQVDFWLRQV WR GHWHUPLQH WKH $PRW ¥ BVIH YRIORODW HR ® LAH WK/R B IR MRUX.BIV\ W
REMHFWLYH LQGLFDWRU Rl WKH HQWHUSULVH YDOXH DW,® KH {6H RH QRSP QMW UVWRZHQIL®]
DFFRXQWYV ZLWK UHPRWWALY HDO\GILJH® ARWN H{]SHQVHY ZH MXGJHG LW LV UHDVRQDEOH WR
ZLWK RXU JURZLQJ UHYHQXH )RU YDOXDWLRQ GDWHV LQ DV WKHUH ZDV QR VKDUH W
,QVWHDG ZH DGR SWHG® WKHVDRGBBWERG XQGHU WKH PDUNHW DSSURDFK DQG DSSOLHG '
WKH LQFUHDVH LQ WKH EXVLQHVYV HQWHUSULVH YDOXH EHWZHHQ RKUHWHIUQ HD X DHWDW R Hi
LQ FRUUHVSRQGLQJ PRQWK WUDLOLQJ UHYHQXHV WR GHWHUPLQH WKH IDLU YDOXH RI
ZDV DOVR XVHG LQ SUHSDULQJ D EXVLQHVV HQWHUSULVH YDOXH DQIDIMXDV\RI RXU FREPBK
-XQH -X 0\ 6HSWHPEHU DQG 6HSWHPEHU DQG IRU WKH ESKQ MM
DQG 1RYHPEHU

7KH GHWHUPLQDWLRQ RI WKH IDLU YDOXH RI RXU FRPPRQ VKDUHV UHTXLUHV FRPSOH]
RSHUDWLQJ UHVXOWYV RXU XQLTXH EXVLQHVV ULVNV WKH OLTXLGLW\ Rl RXU VKDUHV DQ
XVHGH®IIHQW DVVXPSWLRQV DQG HVWLPDWHYV WKH UHVXOWLQJ IDLU YDOXH RI RXU FRPPR
GLHUHQW

:H EHOLHYH WKDW WKH GHWHUPLQDWLRQV RI WKH IDLU PDUNHW YDOXH RI RXU FRPPF
GLUHFWRUV PHWKRGRORJLHV DSSURDFKHV DQG DVVXPSWLRQV FRQVLVWHQW QX D/\K LW KQHF
+HOG &RPSDQ\ (TXLW\ 6HFXULWLHV ,VVXHBGDFWERP SHQGVDWLRQ RU WKH $,&3

6HH )DLU YDOXH RI RXU FRPPRQ VKDUHV IRU PRUH GHWDLOV

$FTXLVLWLRQ

:H DSSO\ WKH SXUFKDVH PHWKRG RI DFFRXB VEIHWHW R LODAF RXKGHWD FRTXK IRAKUUWWD RDXG D MWWL R
OLFHQVHY DUH WUDQVIHUUHG WR XV DQG ZH REWDLQHG FRQWURO RI WKH DFTXLUHH

3XUFKDVH FRQVLGHUDWLRQ JHQHUDOO\ FRQVLVWY RI FDVK FRQWLQJHQW FRQVLGHUEL
FRQVLGHU ERWK LQFRPH DQG PDUNHW DSSURDFK DQG VHOHFWHG WKH PHWKRGRORJ\ WKI
SDUWLFLSDQWYV DV Rl WKH PHDVXUHPHQW GDWH 8QGHU WKH PDUNHW DSSURDFK ZH XWL
HDUQLQJY PXOWLSOHV WKDW DUH XVHG WR YDOXH RXU HTXLW\ VHFXULWLHV 8QGHU WKH
HVWLPDWHG IXWXUH FDVK IORZ GLVFRXQWHG E\ DQ HVWLPDWHG ZHLJKWHG DYHUDJH FRV
RXWVLGH LQYHVWRU ZR XD HH 8 KA W DWRK HORD SURMHFWLRQV RQ IRUHFDVWHG FDVK IORZ\
WHUPLQDO YDOXH EDVHG RQ WKH SHUSHWXLW\ JURZWK PRGHO

7KH LGHQWLILDEOH DVVHWY DFTXLUHG DQG OLDELOLWLHY DQG FRQWLQJHQW OLDELO
DFTXLVLWLRQ GDWH 7KH H[FHVV RI WKH FRVW RI DFTXLVLWLRQ RYHU WKH IDLU YDOXH R

:H DUH UHVSRQVLEOH IRU GHWHUPLQLQJ WKH IDLU YDOXH RI WKH HTXLW\ LVVXHG DV
DFTXLVLWLRQ GDWH 3RVW DHTXWAR WH ® QUG HDANCH D ®RIH) EXWUDWLYH H[SHQVHVY GLUHFWC

*RRGZLOO

*RRGZLOO UHSUHVHQWY WKH DPRXQW E\ ZKLFK WKH FRVW RI DFTXLUHG QHW DVVHWYV
GDWH RI SXUFKDVH *RRGZLOO LV FDUULHG DW FRVW OHVV DFFXPXODWHG LPSDLUPHQW C
EXVLQHVV FRPELQDWLRQ LQ ZKLFK WKH JRRGZLOO DULVHV IRU WKH SXUSRVH RI LPSDLUP
LPSDLUPHQW ORVYV LV UHFRUGHG WR WKH HIWHQW WKDMW KNDKH FCHWHIU@L @ B G YHKR WJ R/IKEGI ZU
JRRGZLOO LPSDLUPHQW DUH WKH RSHUDWLQJ VHIPHQWY WKDW FRQVWLWXWH D EXVLQHYV
UHJXODUO\ UHYLHZV WKH RSHHQWOQ K DHN RAMWMVUHSRUWLQJ XQLW
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(VWLPDWLQJ IDLU YDOXH LV SHUIRUPHG E\ XWLOL]JLQJ YDULRXV YDOXDWLRQ WHFKQLT
LQKHUHQW OLPLWDWLRQV LQ DQ\ HVYWLPDWLRQ WHFKQLTXH DQG D PLQRU FKDQJH LQ WKF
LQFUHDVLQJ RU GHFUHDVLQJ WKH DPRXQWY RI RXU FRQVROLGDWHG DVVHWYV VKDUHKRO(

:H SHUIRUP DQ LPSDLUPHQW WHVW RQ 2FWREHU RI HDFK \HDU RU ZKHQHYHU HYHQW
QRW EH UHFRYHUDEOH

,QWDQJLEOH DVVHWYV

,QWDQJLEOH DVVHWYV WKDW DUH DFTXLUHG LQ EXVLQHVV DFTXLVLWLRQV DUH UHFRJQ
ULJKWV RU DUH VHSDUDWHO\ LGHQWLILDEOH LI WKH LQWDQJLEOH DVVHWY GR QRW DULV

7KH FRVWV Rl GHWHUPLQDEOH OLYHG LQWDQJLEOH DVVHWVY DUH DPRUWL]HG WR H[SH
DFFXPXODWHG DPRUWL]DWLRQ 7KH YDOXH RI LQGHILQLWH OLYHG LQWDQJLEOH DVVRWYV
ZKHQHYHU HYHQWYV RU FKDQJHV LQ FLUFXPVWDQFHV LQGLFDWH MVKBWVW KNV DQGHIQQ DK
DW HDFK UHSRUWLQJ SHULRG WR GHWHUPLQH ZKHWKHU HYHQWY RU FLUFXPVWDQFHV FRC

,PSDLUPHQW RI LQYHVWPHQW ORQJ OLYHG DVVHWYV DQG LQWDQJLEOH DVVHWYV

7KH FDUU\LQJ DPRXQWV RI LQYHVWPHQW ORQJ OLYHG DVVHWY DQG LQWDQJLEOH DV\
LQGLFDWH WKDW WKH FDUU\LQJ DPRXQW RI DQ DVVHW PD\ QRW EH UHFRYHUDEOH B5HFRY
DPRXQW RI DVVHWY WR IXWXUH XQGLVFRXQWHG QHW FDVK IORZV H[SHFWHG WR EH JHQH!
H[SHFWHG XQGLVFRXQWHG FDVK IORZ LV OHVV WKDQ FDUU\LQJ DPRXQW Rl WKH DVVHWV
DPRXQWV RI WKH DVVHWYV H[FHHG WKH IDLU YDOXH Rl WKH DVVHWV 50% PLOOLRQ DQG
'"HFHPEHU DQG 50% PLOOLRQ 86 PLOOLRQ RI LPSDLUPHQW RI LQWDQJLEOH DVV|

7D[DWLRQ DQG XQFHUWDLQ WD[ SRVLWLRQV

&XUUHQW LQFRPH WD[ LV SURYLGHG RQ WKH EDVLV RI LQFRPH IRU ILQDQFLDO UHSRU\
GHGXFWLEOH IRU LQFRPH WD[ SXUSRVHV ,Q DFFRUGDQFH ZLWK WKH UHJXODWLRQV RI Wl
DSSURDFK ZKLFK UHTXLUHV WKH UHFRJQLWLRQ RI LQFRPH WD[HV SD\DEOH RU UHIXQGDEC
FRQVHTXHQFHV RI HYHQWY WKDW KDYH EHHQ UHFRJQL]JHG LQ RXU ILQDQFLDO VWBWH@HQ
EHWZHHQ WKH ILQDQFLDO UHSRUWLQJ DQG WD[ EDVLV RI DVVHWYV DQG OLD E LKOALW RHQV GDHJ ¢
DVVHWY DQG OLDELOLWLHV RI D FKDQJH LQ WD[ UDWHV LV UHFRJQL]HG LQ WKH FRQVROL

H FXUUHQWO\ KDYH GHIHUUHG WD[ DVVHWY UHVXOWLQJ IURP IGRW (RRSHHW D/OLAD R IORKALMF
UHGXFH IXWXUH WD[ SD\DEOH LQ RXUJHVNIQ FIRFOIRGH W W[ RV XRHY GIHA W U B i & H@\RHNOADRQ B Bl DW
VXEVLGLDUN DQG 9,( GXH WR UHFRJQLWLRQ RI WKH GHIHUUHG UHYHQXH ,Q DVVHVVLQJ Zt
MXGIJPHQWY DQG HVWLPDWHYV RQ WKH DELOLW\ RI HDFK RI RXU 35& V)REWIKGLB UNHDQW WK D
PRUH OLNHO\ WKDQ QRW WKDW VRPH SRUWLRQ RU WKH HQWLUH DPRXQW RI GHIHUVHW WI
GHIHUUHG WD[ DVVHWV $V RDQHFHPEHUWRWDO YDOXDWLRQ DOORZDQFH RI 50% PLOOLF
PLOOLRQ UH\DSHBWERHOMN]HG DIJDLQVW GHIHUUHG WD[ DVVHWYV |1 ZH VXEVHUXIQ@EWDO\DGHV
WKDQ QRW WR EH UHDOL]JHG WKH YDOXDWLRQ DOORZDQFH ZLOO EH UHOHDVHG ZKLFK ZL
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:H DGRSWHG WKH JXLGDQFH RQ DFFRXQWLQJ IRU XQFHUWDLQW\ LQ LQFRPH WD[HV RC
ILOQODQFLDO VWDWHPHQW UHFRJQLWLRQ DQG PHDVXUHPHQW RI D WD[ SRVLWLRQ WDNHQ R
LQFRPH WD[ DVVHWY DQG OLDELOLWLHY FODVVLILFDWLRQ RI FXUUHQW DQG GHIHUUHG L
SRVLWLRQV DFFRXQWLQJ IRU LQFRPH WD[HV LQ LQWHULP SHULRGV DQG LQFRPH WD[ GL’
DQG GHWHUPLQLQJ WKH UHOHYDQW SURYLVLRQ IRU LQFRPH WD[HV 7KH DGMXVWPHQW WI
LPSOHPHQWDWLRQ RI WKH JXLGDQFH ZDV JHUR 7KH LQWHUHVW DQG SHQDOWLHWBVVRFEILC
JHUR $V RI '"HFHPEHUDQG ZH KDG QR VLIQLILFDQW XQUHFRJQL]HG XQFHUWDLQ WDJ[ SI

YRUHLJQ FXUUHQF\

H XVH 5HQPLQEL DV RXU7KHSIRQRWQR FXO FKXQ RH@AFR RS RRIOMWAHRP EQ QYKH &D\PDQ ,VODC
LQFRUSRUDWHGLUQWYX 8 DQEWDYIE $RQJ .RQJ LV 8 6 GROODUV ZKLOH WKH IXQFWLRQDO |
ILQODQFLDO VWDWHPHQWY WKH ILQDQFLDO LQIRUPDWLRQ RI RXU FRPSDQ\ DQG RXU VXEV
5HQPLQEL $VVHWYV DQG OLDELOLWLHY DUH WUDQVODWHG DW WKH H[FKDQJH UDWHV RQ \
UHYHQXHV H[SHQVHV JDLQV DQG ORVVHV DUH WDQQVDWWRE X&ME Y WKHQIWHD D 1M LQDWH
FRPSUHKHQVLYH LQFRPH RU ORVV LQ WKH VWDWHPHQWY Rl RSHUDWLRQV DQG FRPSUHKH

JRUHLJQ FXUUHQF\ WUDQVDFWLRQV GHQRPLQDWHG LQ FXUUHQFLHV RWKHU WKDQ IXQ
SUHYDLOLQJ DW WKH GDWHV Rl WKH WUDQVDFWLRQV ORQHWDU\ DVVHWV DQG OLDELOLW
DSSOLFDEOH UDWHMFRV B ¥ K\DKDIW GQWH )RUHLJQ H[FKDQJH JDLQV DQG ORVVHV UHVXOWL
DW \HQG DUH UHFRJQL]HG LQ IRUHLJQ FXUUHQF\ H[FKDQJH JDLQ ORVV QHW LQ WKH FRQV

)DLU YDOXH RI RXU FRPPRQ VKDUHV

ULRU WR WKH FRPSOHWLRQLRU WIKH GIRQWWUDB DQIXQBOWMKHRIDLU YDOXHV RI RXU FRPPRQ
DFFHSWHG DSSURDFKHV WR YDOXH ZHUH FRQVLGHUHG FRVW PDUNHW DQG LQFRPH DSSL
FRQVLGHUHG DSSOLFDEOH WR WKH YDOXDWLRQ RI D FRPSDQ\ DV D JRLQJ FRQFHUQ DV L'
WKH ILQDQFLDO PHWULFV RI FRPSDUDEOH FRPSDQLHYVY LQ RXU LQGXVWU\ DQG WKXV WKH
FRQVLGHUHG ORZHW AFEDAWNMHRX D QMGDVYWDJHIRU B @ WHIORPPWR VAHRIHWGIH SXEOLFO\ ORQVWH&E
DERYH ZH GHWHUPLQHG WKDW WKH LQFRPH DSSURDFK LV WKH PRVW DSSURSULDWH PHW
WUDQVDFWLRQ FORVH WR WKH DZDUG JUDQW GDWH ,Q FDVH ZH KDYH RZQ HTXLW\ WUDQ\
DSSURDFK RU EDFNVROYH PHWKRG ZHUH DGRSWHG ,Q DGGLWLRQ $#BUWRWNHAHQWMRGFRQVL:

B3ULRU WR WKH FRPSOHWLRQLRU WKHDLWQH WLPOLERWAHLFRRPISDQ\ ZLWK QR TXRWKHD H DAVUKNH
HVWLPDWHG ZLWK DVVLVWDQFH IURP DQ LQGHSHQGHQW YDOXDWLRQ IIDUQPFG WKHR D LW KD K
SXUSRVHV

D WR GHWHUPLQH WKH IDLU YDOXH RI RXU FRPPRQ VKDUHV DW WKH GDWH RI WKH JU
LOSXWV LQWR GHWHUPLQLQJ WKH IDLU YDOXH RI WKH DZDUG DV RI WKH JUDQW GC

WR GHWHUPLQH WKH IDLU YTDO®IXH*@REDOWBRQ WY +tRFOBRHQGIJWPDYVY RI WKH LVVXDQFH GD

F WR GHWHUPLQH WKH IDLU YDOXH RI RXU FRPPRQ VKDUHVY DW WKH GDWH RI WKH JU
GHWHUPLQLQJ WKH IDLU YDOXH RI WKH DZDUG DV RI WKH JUDQW GDWH
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7KH IROORZLQJ WDEOH VHWYV IRUWK WKH IDLU YDOXHV RI RXU FRPPRQ VKDUHV HVWLP

)DLADOXH RI

&RPPRQ

6 K W 7\SH OHWKRGRORJ\
“DWH 86 SWHIDU RIDOXDWLRQ 3XUSRWBONDWLRQ
-X 0O\ BHWURVSHFWLYH *70 D
2FWREHU 5HWURVSHFWLYH *70 D
-DQXDU\ 5HWURVSHFWLYH %DFNVHREOYH
0D\ BHWURVSHFWLYH *70 D
6HSWHPEHU &RQWHPSRUDQHRXV '&) F
-DQXDU\ &RQWHPSRUDQHRXV '&) F
ODUFK &RQWHPSRUDQHRXV '&) F
-XQH &RQWHPSRUDQHRXV '&) F
-X 0O\ &RQWHPSRUDQHRXV '&) F
6HSWHPEHU &RQWHPSRUDQHRXV '&) F
6HSWHPEHU &RQWHPSRUDQHRXV '&) F

*7T0 GHQRWHY JXLGHOLQH WUDQVDFWLRQ PHWKRG XQGHU PDUNHW DSSURDFK EDVHG F
WR WKH YDOXDWLRQ GDWH

%DFNVROYH GHQRWHYV WKH EDFN VROYH PHWKRG XQGHU PDUNHW DSSURDFK EDVHG Rt
') GHQRWHV WKH GLVFRXQWHG FDVK IORZ PHWKRG XQGHU WKH LQFRPH DSSURDFK ZK
GDWH LV GHYHORSHG E\ GLVFRXQWLQJ IXWXUH QHW FDVK IORZ WR WKH SUHVHQW YDC
ULVNV LOQKHUHQW LQ WKH VSHFLILF LQYHVWPHQW

:KHQ HVWLPDWLQJ WKH IDLU YDOXH Rl WKH FRPPRQ VKDUHV RXU PDQDJHPHQW FRQVL
DSSUDLVDO DQG WKH HTXLW\ WUD QVAKRVOIR A D FIRIIGXEWR ® EF FRXQUWF RWOMGD UG YDOXDWHI
DGRSWHG D UHWURVSHFWLYH YDOXDWLRQ LQVWHDG RI D FRQWHPSKR WKHHRX VLY NDXQPM LRI
FRPSDQ\ EHFDXVH DW WKDW WLPH RXU ILQDQFLDO DQG RWKHU UHRBWWFHY ZHUH PDLQO

'XH WR WKH FKDQJLQJ HQYLURQPHQW LQ ZKLFK ZH DUH RSHUDWLQJ D QXPEHU RI DVV
7KHVH DVVXPSWLRQV LQFOXGH WKHUH ZLOO EH QR PDMRU FKDQJHV LQ WKH H[LVWLQJ SF
LQ WKH FXUUHQW WD[DWLRQ ODZ LQ &KLQD IH[LFRD@HUUDNVI DR W K RAHH IS VW VIHIWMHOA B I
EH D FRQVWUDLQW RQ WKH IXWXUH JURZWK Rl RXU RSHUDWLRQV ZH ZLOOI WHRVDX 8 SRQGV |
RSHUDWLRQV DQG LQGXVWU\ WUHQGY DQG PDUNHW FRQGLWLRQV IRU UHODWHG LQGXVW

6LOQFH RXU LQLAWID) SWEKEBLPRWUW YDOXH RI RXU FRPPRQ VKDUHV LV EDVHG RQ WKH FOR

(TXLW\ YDOXH DV RI 6HBWNKPEHHU FK O0DU -XQH DQG 6HSWHPEHU

9DOXDWLRQ RI FRPPRQ HTXLW\ IDQRDBMNSWHP EMHWU F K -XQH DQG 6HSWHPEI
DSSURDFK GLVFRXQWHG FDVKIORZ DQDO\VLV 7KH LQFRPH DSSURDFK LQYROYHV DSSO\LQ
RI DVVXPSWLRQV 7KHVH DVVXPSWLRQV LQFOXGH L QR PDWHULDO FKDQJHV LQ WKH H[L
UHFUXLW DQG UHWDLQ FRPSHWHQW PDQDMRHNXWSRHWSRMVRQQRIOQD RG MUHFPKQRE P O VMLD
GLHU PDWHULDOO\ IURP WKRVH SUHVHQWO\ SUHYDLOLQJ LY WKH DYDLODELOLW\ RI ILQI
WUHQGV DQG PDUNHW FRQGLWLRQV IRU UHODWHG LQGXVWULHV ZLOO QRW GHYLDWH VLJ
VXEMHFWLYH
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7KH ULVNVY DVVRFLDWHG ZLWK DFKLHYLQJ DQ HVWLPDWHG FDVK IORZ ZHUH DVVHVVHGC
HVWLPDWHG PDUNHW UHTXLUHG UDWH RUUAHLIKWHRK WD Y@ Y B VHIRRIZ WQREKZIDHRE® B D DRHIG: XV
SULFLQJ PRGHO D PHWKRG WKDW PDUNHW SDUWLFLS DRV ZPR/PWKRE® OARPVEH QHRG SWH. VX OWH R
LQWHUHVW UDWH LQGXVWU\ DYHUDUMH.ARWUHIOW B/ L M A XU MWO MW VY XHS YRD OMARMBYURR XWX Q HF\R
DFKLHYLQJ IRUHFDVW SURMHFWLRQV

$ GLVFRXQW IRU ODFRUWR1/ PO UNHWDEY R IDMSOLHG WR UHIOHFW WKH IDFW WKHUH LV QF
SULYDWH FRRSDIM TXDQWLILHG XVLQJ WKH %ODFN 6FKROHV RSWLRQ SULFLQJ PRGHO 8Q
KHGJH WKH SULFH FKDQJH EHIRUH WKH SULYDWHO\ KHOG VKDUHV FDQ EH VROG ZDV FRQ
PHWKRGV FRPPRQO\ XVHG LQ HVWLPDWLQJ '/20 DV LW FDQ WDNH LQWR FRQVLGHUBWLA®D
HVWLPDWHG YRODWLOLW\ Rl HTXLW\ VHFXULWLHYV 7KH IDUWKHU WKH YDOXDWLRQ GDWH
LPSOLHG '/20 7KH ORZHU WKH '/20 XVHG IRU WKH YDOXDWLRQ WKH KLJKHU WKH GHWHUP

7KH GLVFRXQW UDWHYV DQG '/20 XVHG DUH SURYLGHG DV IROORZV

IDOXDWLRQ GDWHV C$&& ‘120
BHSWHPEHU

-DQXDU\

ODUFK

-XQH

6HSWHPEHU

(TXLW\ YDOXH DV RI -DQXDU\

H LVVXHG FRPPRQ VKDURWD®W GQADHISHIBHD WRREAPHY WEBRSWHG WKH %DFNVROYH OHWEF
YDOXH RI RXU FRPSDQ\ E\ PDWFKLQJ WKH VXP RI IDLU YDOXH HU ERWKRW KWK BR § V LIGHAXIHG L

(TXLW\ YDOXH DV RI -XO\ 2FWREHU DQG 0D\

'XULQJ WKH \HDU ZH PDLQO\ IRFXVHG RQ UDLVLQJ SHDN FRQFXUUHQW XVHU OHYH
LQ PXVLF FKDQQHOV FUHDWHG E\ << XVHUV +HQFH ZH GLG QRW S U HISPRWW Y @IF QHW 3 B
UHODWLYHO\ IL[HG LQ QDWXUH ZH MXGJHG LW UHDVRQDEOH WR DVVXPH WKDW RXU LQFU
$V VXFK D OLQHDU UHODWLRQVKLS RI DURXQG WLPHV GHYLVHG IURP WKH LQFUHDVH F
WKH ZDUUDQWIHUVDX HRG WDRWIDW\WKH LQFUHDVH RI FRUUHVSRQGLQJ PRQWK WUDLOLQJ
WKH YDOXDWLRQ GDWH WR HVWLPDWH WKH EXVLQHVYV HQWHUSULVH YD QX B GRSV KIGQW K HH
YDOXDWLRQ GDWHYV

$OORFDWLRQ RI HTXLW\ YDOXH

2XU HTXLW\ YDOXHV GHWHUPLQHG DW WKH UHVSHFWLYH YDOXDWLRQ GDWHV EDVHG R
VKDUHV XVLQJ WKH RSWLRQ SULFLQJ PRGHO WDNLQ$Y 2 QRN D A RRGW WEKHIX L@ WV®RF ARSUM
DQWLFLSDWHG WLPLQJ RI D SRWHQWLDO I8UTRLUG DVQ\GHY\HQMP DWKHFK BV WKH LYOR.GVIL\T DOS XVE CRL
EDVHG RQ WKH SODQV RI RXU ERDUG DQG PDQDJHPHQW 7KH HVWLPDWHG YRODWLOLW\ Z|
SULFHV Rl OLVWHG FRPSDUDEOH FRPSDQLHV IRU WKH KLVWRULFDO SHULRG PDWFKLQJ ZL
KHOG FRPSDQ\ LV FRPSOH[ EHFDXVH WKHUH LV QR UHDGLO\ DYDLODEOH PDUNHW IRU WKF
Rl WKH VKDUHV Rl FRPSDUDEOH O LMWHGW R F SO DAWH 4 BDE ZARGDWHICR GWLEHWZHHQ SUHIHUL
EHHQH®IHQW
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SHVXOWYV RI 2SHUDWLRQV

7KH IROORZLQJ WDEOH VHWV IRUWK D VXPPDU\ RI RXU FRQVROLGDWHG UHVXOWYV RI R
LQFHSWLRQ 2XU OLPLWHG ROHXDWLWR KSIMVGR B WPIXKHEH DWR-BSHH) BAK D @J SHHMORMWWW R:SHULRC
VKRXOG QRW EH UHOLHG XSRQ DV LQGLFDWLYH RI IXWXUH SHUIRUPDQFH

JRU WHBIU<(QGHG 'HFHPEHU

WRRV\llDO QHW WRRV\llDO QHW WRRV\I/DC
50% WHYHQXHV 50% WHYHQXHV 50% 86 WHYHQX
7TRWDO QHW UHYHQXHYV
, B 6
2Q0LQH JDPH
<< OXVLF
2WKHUV

2Q0LQH DGYHUWLVLQJ
&RVW RI UHYHQXHYV
*URVV SURILW
2SHUDWLQJ H[SHQVHV
5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV
6DOHY DQG PDUNHWLQJ H[SHQVHV
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV
7RWDO RSHUDWLQJ H[SHQVHYV
*RYHUQPHQW JUDQWYV
2SHUDWLQJ ORVV LQFRPH
*DLQ RQ GLVSRVDO RI DQ HTXLW\ LQYHVWPHQW
*DLQ RQ GLVSRVDO RI D FRVW LQYHVWPHQW
JRUHLJQ FXUUHQF\ H[FKDQJH ORVV JDLQ QHW
,QWHUHVW LQFRPH
/RVV LQFRPH EHIRUH LQFRPH WD[ H[SHQVHV
,QFRPH WD[ H[SHQVHYV
/RVV LQFRPH EHIRUH ORVV JDLQ LQ HTXLW\ PHWKRG LQYHVWPHQWYVY QHW RI
LQFRPH WD[HV
/RVV JDLQ LQ HTXLW\ PHWKRG LQYHVWPHQW QHW RI LQFRPH WD[HV
1HW ORVV LQFRPH DWWULEXWDEOH WR << ,QF

1HW Rl UHEDWHY DQG GLVFRXQWYV
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<HDU (QGHG 'HFHPEHU HD&RRSTHGI GHAWHRPEHU

1HW 5HYHREXXYHYHW UHYHQXHV LQFUHDVHG E\ WRRBR%0% PLEPOQDPQROELQ PLOOLRQ
ZDV SULPDULO\ GXH WR LQFUHDVHV LQ RXU RQOLQH JDPH UHYHQXHV D Q G LW KBIOLO) FUBLOWH
DV ZHOO DV RXU PHPEHUVKLS SURJUDP ZEKQEBKWR D OBIXY FKHIE WA QWWBEBHWFUHDVH L

,B6 HIYHQRNWGEIUHYHQXHY ZKLFK FRQVLVWHG RI UHYHQXHV IURP RQOLQH JDPHV D
IURP 50% P L O O MRRQ 5l0®6 PLOOLRRLCBBLRQ LQ 7KH RYHUDOO LQFUHDVH SULPI
SD\LQJ XVHUV DQG WR D OHVVHU H[WHQW DQ LQFUHDVH LQ $538 2XU QXPEHU RI SD\
'"HFHPEHU WR PLOOLRQ IRU WKH \HD W KIQG HGF HHFBIWVE HIQ SD\LQJ XVHUV ZDV DWWUL
QXPEHU RI PRQWKO\ DFWLYH XVHUV IURR PLOOLRQ LQ "HFHPEHU LL DQ LQFUL
RSHUDWHG DQG WKHUHIRUH WKH YROXPH RI QHZ YLEMDXD ODLYOHKVDI) & \LHYF P D \BIXQF KB
LQWURGXFWLRQ RI RXU PHPEHU VK6 § GRURIW\DHPG 2 X B P 538RI B0 %D 86 IRU

5HYHQXHV IURP RQOLQH JDPHV DOO IURP ZHE JDPHV LQFWHRDYMH6& E\ PLOAURE@ 58
7KH QXPEHU RI RQOLQH JDPHV ZH KRVWHG LQAWMRHD\DAVGRIURHFFHPEWYWWRI '"HFHPEXW SD'
JDPHV LQFUHDVHG IURP DSSUR[LPDWHO\ MR WKH \IHRNDUWHKCHG H® UHHA R BEKBU'HFH P E H

SHYHQXHV IURP << O0XVILFLRKOIORKODXWY) RKHGQFYUADYAK IURP 50% WRLEDOLRQ FRWOLI
PLOOLRQ IRU ,Q DGGLWLRQ WRS$WXH WEKHUHQNHHIDY 1$ &\ &HDOMHM ZBQGDOVR GXH W
Rl << OXVLF VLWFAM QWD ROFK 7KH LQFUHDVLQJ SRSXODULW)\ Rl << 0XVLFHLEHD D@ \$ DE X
SRSXODU SHUIRUPHUV DQG FKDQQHO RZQHUV RQ << OXVLF ZKLFK DWWUDFWHG PRUH
SHUIRUPHU DQG FKDQQHO RZQHU SDUWLFLSDWLRQ RQ << FKDQQHOV ZKLFK LQ WXUQ
XVHUV E ZH KDYH H[SDQGHG IWKHQUNQR® R4 9KV WX UDQIFMHPWRI LQFHSWLRQ DQG WKH
EHHU DQG FKRFRODWH DQG F ZH ODXQFKHG YLGHR IXQFWLRQDOLWLHV LQ << OXVLF
DWWUDFWLYHQHVYV RIH<E HXIVH¥FHMWRKDOWHWKH FRPELQDWLRQ RI KLJKHU DXGLHQFH ISDUH
DQG HQKDQFHG IXQFWLRQDOLWLHYV RQ << OXVLF KDYH DOO FRQWULEXWHG WR WKH LQ
XVHUV IRU << OXVLF LQFUHDVHG IURP DSSUR[LPDWHO\WR I R Ul RMUK W/ K H DW KHHQ\GIHREH ' 8 A

2WKHU UHYHQXHV ZKLFK SULPDULO\ FRQVLVWHG RI UHYHQXHV IURP PHPEHUVKLS
LQ WR 50% PLOOLRQ 86 PLOOLRQ LQ 7KLV LQFUHDVH ZDV SULPDULO\ DWYV
RXU PHPEHUVKLS SURJUDP DQG SDLG WKH PRQWKO\ VXEVFULSWLRQ IHH ZH KDG DSSL

2Q0LQH DGHMMH@RMVYQRQAQDOLQH DGYHUWLVLQJ UHYHQXHY LQFUHDWRIGORA PLO OULRR) 58

PLOOLRQ LQ 7KLV LQFUHDVH ZDV SULPDULO\ DWWULEXWDEOH WR DQ LQFUHDVH L
50% LQ WR 50% 86 LQ 7KLV LQFUHDVH ZDV SDUWO\ GULYHQ E\ D
YLVLWRUV WR 'XRZDQ FRP IURP WRLOOLR®QQRE®AHPEHHPEHU PDNLQJ RQOLQH D

WR DHQ@DQXPEHU Rl RQOLQH JDHHWMENWHAIR SMR \P DU NHWHIBPHQ A¥HR [E ODQ LQFUHDVH LQ
DGYHUWLVLQJ VORWY G®HAUMP VXRZIDIE S RO-DAKHWHWN RI RXU VDOHVY DQG PDUNHWLQJ W
'XRZDQ FRP
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&RVW RI 5HYXHWDXRVW RI UHYHQXHYVY LQFUHDVHG E\ WRIBR®B 50%PLOCALRO LFBQ LQPLOO
LQFUHDVH LQ RXU FRVW RHUSDMWHO X\WR IADARUBRMHW LQDEEDQGZLGWK FRVWYV ZKLFKWIRQSWH DV

PLOOLRQ 86 PLOOLRQ LQ DQG DQ LQFUHDVH LQ RXU UHYHQXH VKDULQJ IHHV 7KH
RI EDQGZLGWK UHTXLUHG VLQFH ZH SURYLGHG YLGHR IXQFWLRQDOLW\ WR DQ LQFUHDVLC
XVHUV RQ << &0OLHQW IURP DSSUR[LPDWWR\ PR_IOGDA IRRQ LICQ " HHFAHHPREEHHUU 2XU UHYHQXH V

WR FKDQQHO RZQHUV DQG SHUIRUPHUV LQ << PXVLF FKDQQHOV DQG WKRVH HQWLWOHG W
RZQHUV LQ OLYH JDPH EURDGFDVWLQJ DQG FRQWHQW RZQHUV RI SURGXFWV VROG L@®6&<
UHYHQXHV IURP WKH VDOH RI YLUWXDO LWHPV RQ << OXVLF FKDQQHOV LQFUHDVHG WR DC
50 % PLOOLRQ 86 PLOOLRQ LQ PDLQO\ GXH WR RXU KLULQJ RI DGGLWLRQDO HP
LQFUHDVHG IURP 50% WRL®IJARQ RIQOOLRQ 86 PLOOLRQ LQ $6) VPDWHNO D @ 8 FIDY \LI) R
RI XVHUV SD\LQJ WKURXJK WKLUG SDUW\ SD\PHQW FKDQQHOV

2SHUDWLQJ 28EHQRSHUDWLQJ H[SHQVHYVY LQFUHDVHG E\ WR 5% P 50RP4d OO LRI BIERQ LBL(
SULPDULO\ GXH WR DQ LQFUHDVH LQ UHVHDUFK DQG GHYHORSPHQW H[SHQVHVVHEWLEKDUSH
VKDUH EDVHG FRPSHQVDWLRQ H[SHQVHV

5SHVARWQG GHYHORSRXNQW HVSIIDQ¥KWQG GHYHORSPHQW H[SHQVHV LQFUWRVSD®6 E\
PLOOLRQ 86 PLOOLRQ LQ 7KLV LQFUHDVH ZDV SULPDULO\ GXH WR D VLJQLILF
SHUVRQQHO ZKLFK ZDV LQ WXUQ PDLQO\ GULYHQ E\ID&MVSHALDIDH HQ FQH BBV HDURFK
WR DV RI '"HFHPEHU ,Q DGGLWLRQ VKDUH EDVHG FRPSHQVDWLRQ DOORFDWH
LQ WR 50% PLOOLRQ 86 PLOOLRQ LQ

6DOHV DQG PDUNHRWUQUDI[ISWQ@WOHEVPDUNHWLQJ H[SHQVHV LQFUHDWHRG5B% RU@GE LI
PLOOLRQ LQ 7KLV LQFUHDVH ZDV SULPDULO\ GXH WR WKH IDFW WKDW ZH KRVWH(
RI WKH ODXQFK RI << SODWIRUP OHDGLQJ WR DQ LQFUHDVH LQ RXU VDOHV DQG PDUN
H[SHQVHY GHFUHDVHG IURP W®R%50% L ORLLARMLRQ 86 PLOOLRQ LQ

*HQHUDO DQG DGPLQLAWUDIINHD B[ DIQGVBIGPLQLVWUDWLYH H[SHBVMHYLE BWEQREDVH G
PLOOLRQ 86 PLOOLRQ LQ 7KLV GHFUHDVH ZDV SULPDULO\ GXH WR D ORZHU D
DQG DGPLQLVWUDWLYH H[SHQVHVWERRR%0% PLOOORQRO®6LQ PLOOLRQ LQ

JRUHLJQ &XUUHQF\ ([FKDOHHKD/RWQHWDRQEWLIQ FXUUHQF\ H[FKDQJH ORVV RI 50% PLO
IRUHLJQ FXUUHQF\ H[FKDQJH JDLQ TRILY0&H F URIID/GILRVLRULPDULO\ GXH WR WKH IDFW WKL
RIHULQJ IURP 8 6 GROODUV LQWR 5HQPLQEL DQG UHFRJQL]JHG DQ H[FKDQJH ORVYV

,QWHUHVW2XQFREWHUHVW LQFRPH LQFUHDVW® BORP 50P6 O CPLRODLFBQ LPLOOLRQ LQ
GXH WR KLJKHU OHYHOV RI FDVK RQ KDQG SDUWO\ DV D UHVUXQW IR} GRISRFVEMUL QJ WIQHS SLU
VKDUHMW MR *DREDO 6L[ << +ROGLQJV LQWR YDULRXV EDQN DFFRXQWYV

,QFRPH {[SHQWHVHFRUGHG LQFRPH WD[ H[SHQVHRPBIDSDHG WRLDBOARQ RROOLRQ 86 I
LQFUHDVH ZzDV SULPDULO\ GXH WR WKH KLJKHU UHYHQXHV UHFRUGHG E\ FHUWDLQ RI RXU

1HW ,QFRPH$VRWVWHVXOW RI WKH IRUHJRLQJ ZH KDG D QHW LQFRPH RI 50% PLOOLR
50% PLOOLRQ LQ
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<HDU (QGHG 'HFHPERRBSDUHOWRI&HG 'HFHPEHU

I1HW 5HY RXXHHW UHYHQXHY LQFUHDVHG E\ IURP 50% PLOKILRQLQ®UHDWR DWW
ERWK RXU RQOLQH DGYHUWLVLQJ UHYHQXHYV DQG RQOLQH JDPH UHYHIQXHM GG GO W X @ FIKRI@

,B6 HYHQRNWGEIUHYHQXHY ZKLFK FRQVLVWHG RI UHYHQXHV IURP RQOLQH JDPHV D
IURP 50% PLOOLRQ LQ WR 50%KH RPALHOUDLR@ L@QFUHDVH SULPDULO\ UHIOHFWHG D
SDUWO\ OHG WR D GHFUHDVH LQ $538 7KH QXPEHU RI RXU SD\LQJ XVHUV LQFUHDVHG

PLOOLRQ LQ WKH \HDU HQMXH® HFHPEMH LQ SD\LQJ XVHUV ZDV DWWULEXWDEOH WI
XVHUV IURP PLOOLRQ LQ 'HFHPEHU WRL D@ LQFURIQVLID LHFWREHYXPEHU RI RQOI

DQG LLILFWBE BDXQFK DQG LQFUHDVLQJ SRSXODULW\ Rl << OXVLF DQG W&& X DR
GHFUHDVHG IURP 50% LQ VBR) L5 LO\L®QULYHQ E\ WKH LQFUHDVH LQ WKH QXPEH
WKI6UHYHQXHYV IRU WKH SHULRG SULPDULO\ GXHDWRB RXWB PHKEHWKVK L S <S 0)R WK P QDO
ZKLFKJHWDOD UHODWLYHO\ ORZ PHPEHUVKLS |HHVRIW E% WK i$ HQ PRMWK @B G YSDUDWIBU SRXL

5HYHQXHV IURP RQOLQH JDPHV DOO IURP ZHE JDPHV LQFUHDVHG VLJQLILFDRQK Q¥
RI RQOLQH JDPHV ZH KRVWHG LQFUHDVHG IURP DV RI 'HAHPAKU WKH YWAXP®D\RRQ H
IRU SXUFKDVH 2XU QXPEHU RI SD\LQJ XVHUV IRU RQOLQH JDPHV LQFUHDVHG IURP DS
WKH \HDU HQGHG 'HFHPEHU

5HYHQXHV IURP << 0XVLF ZKLFK ZDNQGDKIPFXPHE L@QF UBIDKK Q J O \DFPRSOQLNDHIGGW R LEDI6V
2XU SD\LQJ XVHUV IRU << 0OXVLF DPRXQWHG WR DSSUR[LPDWHO\ IRU WKH IRX

2WKHU UHYHQXHV ZKLFK SULPDULO\ FRQVLVWHG RI PHPEHUVKLS VXEVFULSWLRQ |
WR 50% PLOOLRKLVYQQFUHDVH ZDV SULPDULO\ DWWULEXWDEOH WR WKBIQW®DR®YKKIQY

2Q0LQH DGHMMH@RMYQRQDOLQH DGYHUWLVLQJ UHNRRQXGY LQPUEBDVYRG EQ® WR 507K
LQFUHDVH ZDV SULPDULO\ DWWULEXWDEOH WR DQ LQFUHDVH LQ WKH DYHUDJH UHYHC
DYHUDJH UHYHQXH SHU DGYHUWLVHU LQFUHDVHG IURPGONKH QXPEHU RWRX%09 GY H UW
WR LQ7KHVH LQFUHDVHY ZHUH SDUWO\ GULYHQ E\' D WKH LQFUHDVH LQ WKH Q:
PLOOLRQ LQ 'HFHPEHU WR PDNQORRQR DO LOFHPEMHUWLVLQJ RQ 'XRZDXFRRUWR
JDPH GHYHORSHFAWLIW ER\HRU WKHP WR PIHWN BIY\G WHGIE M | BIKFELREWEIOROHRX U VDOHYV DQ
DFTXLUH QHZ DGYHUWLVHUY DQG SURPRWH RXU DGYHUWLVLQJ VHUYLFHV WR H[LVWLC

&RVW RI 5HYXHQRKRVW Rl UHYHQXHV LQFUHDPHGCE\RQ LQURP WR%50% 7 KIPFIL DO RIQDIVP! L (
UHYHQXHV ZDW GRHWQVEDUWQFUHDVHV LQ EDQGZLGWK FRVWYV ZKLFK LQFUHDVHG E\ 7KHIL
LQFUHDVH LQ EDQGZLGWK FRVWY UHIOHFWHG DQ LQFUHDVH LQ WKH QXPEHU RI PRQWKO\

PLOOLRQ LQ 'HFRIMEHALWLRQ VDODU\ DQG ZHOIDUH FRVWV LQFUHDVHG IURPDEQ®\ G XH
KLULQJ Rl DGGLWLRQDO HPSOR\HHV WR VHUYH RXU UDSLGO\ H[SDQGLQJ XVHU EDVH 6KDI
PLOOLRQ LQ WR 50% 3PWPRHIDMVREKDLQGOLQJ FRVWY LQFUHDVHG IURP 50% SRUGPOUR®@\LE
XVHUV SXUFKDVHG PRUH YLUWXDO LWHPV WKURXJK WKLUG SDUW\ SD\PHQW FKDQQHOV 7
50% PLOOLRQ ZH LQFXUUHG LQ WKH \HDU RI
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2SHUDWLQJ 28EHQRSHUDWLQJ H[SHQVHY GHFUHDVHG E\ IURP 50% PLOOLRQ LQ
JHQHUDO DQG DGPLQLVWIMHW. ENM HJEHRVMNY SMUWHOMHOUFK DQG GHYHORSPHQW H[SHQVH\
JHQHUDO JURZWK RI RXU EXVLQHVV RSHUDWLRQV DQG WKH VLIQLILFDQW VKDUH EDVHG F

5SHVARWQG GHYHORSRPMNQW HYSIBQ¥KVWQG GHYHORSPHQW RPSHIQVHV PREOHPYH® E\
PLOOLRQ EZRLV LQFUHDVH ZDV SULPDULO\ GXH WR D VLJQLILFDQW LQFUHDVH LQ VDOD
LQ WXUQ PDLQO\ GXH WR DQ LQFUHDVH KBDREFR YGWHDRPK D @F &H YHEHPERHHQ W VW DWR
DGGLWLRQ VKDUH EDVHG FRPSHQVDWLRQ DOORFDWHG WR UHVHDUFK DQG GHYHORSP

6DOHV DQG PDUNHRWUQUDI[ISHQ@OEVPDUNHWLQJ H[SHQVHV LQFUHDVHG E\ IURP 5¢(
7KLV LQFUHDVH ZDV SULPDULO\ GXH WR D VLJQLILFDQW LQFUHDVH LQ VDODULHVIVARWP
D GHFUHDVH LQ VKDUH EDVHG FRPSHQVDWLRQV DOORFDWHG WR VDOHY DQG PDUNHWI

*HQHUDO DQG DGPLQLAWUDINHD B[ DIQGVBIGPLQLVWUDWLYH H[SHQVHV GHFUHDVHG
PLOOLRQ EZRLVY GHFUHDVH ZDV SULPDULO\ GXH WR D VLJQLILFDQW GHFUHDVH LQ VKDU
H[SHQVHV IURP 50% PLOOLRQ LQ WR 50% PLOOLRQ LQ

JRUHLJQ &XUUHQF\ ([FKDQJHi KIR&/ DVHYHWDLRWHLJQ FXUUHQF\ H[FKDQJH ORVV RI 50%
JDLQ RI 50% PLOOKRY LQFUHDVH ZDV SULPDULO\ GXH WR WKH IDFW WKDW ZH FRQYHUW
RI FRPPRQ VKDHWW VOREDO 6L[ << +ROGLQJV IURP 8 6 GROODUV LQWR 5HQPLQEL DQG WKH
GXULQJ

, QWHUHVW2 XQUFREWHUHVW LQFRPH LQFUHDVHG IURP 50% 7KLYQQFUWRV3ID %DV BLLAG DR
VKRUW WHUP GHSRVLWY DV D UHVXOW RI DGGLWLRQDO7EDHK 1O-HREDOY BG[ YR R RO QROQU Y \G/X

,QFRPH {[SHQWHXDG LQFRPH WD[ H[SHQVHV RI 50% PLOOLRQ@WHYSHFAKRYH®BBUHDPVYEG
GXH WR WKH IDFW WKDW RXU GHIHUUHG=K@RREPHXWRREZD @ HIDHDILWH/GL Q F UIRH DLWH\G UKVHDUFK DQ
DVVHVVLQJ LWV WD[ DVVIHY VDBRGHZE WKIDWSRDQF\ SR®BXOKBDWHRG \BHXK W I8H & WVRIVWWHHQTWWVHU SUL VI
GHYHORSPHQW DFWLYLWLHYV

I1HW /RMWD UHVXOW RI WKH IRUHJRLQJ RXU QHW ORVV GHFUHDVHG IURP 50% PLOC

,QIODWLRQ

6LQFH RXU LQFHSWLRQ LQIODWLRQ LQ &KLQD KDV QRW PDWHULDOO\ LPSDFWHG RXU
FKDQJH Rl FRQVXPHU SULFH LQGH[ RU &3, LQ &KLRQ&DV UHV SIORWRIRXIG\ZB KDYH QRW |
PDWHULBDROWH®IE\ LQIODWLRQ VLQFH RXU LQFHSWLRQ ZHHFIVMH G ULRY WEH QRWDNHX B'D REMK W

5HFHQWO\ ,VVXHGRFRRGRNMAHGVBWY
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,Q -XO0\ $OWKHVIVXHG DQ DFFRXQWLQJ VWDQGDUGY XSGDWH ZKLFK DOORZV DQ HQWL
WR SHUIRUP D TXDQWLWDWLYH LPSDLUPHQW WHVW RQ LQGHILQLWH OLYHG LQWDQJLEOH
FDOFXODWH WKH IDLU YDOXH RI DQ LQGHILQLWH OLYHG LQWDQJLEOH DVVHW XQOHVV WK
LQGHILQLWH OLYHG LQWDQJLEOH DVVHW LV LPSDLUHG 7KH DPHQGPHQWY LQFOXGH D QXI
DVVHVVPHQW 7KH DRAWGYPH QRW DQGGXBIO DQG LOQWHULP LPSDLUPHQW WHVWYVY SHUIRUPHG
LV SHUFKWWIKRSWLRQ RI $68 LV QRW H[SHFWHG WR KDYH DQ LPSDFW RQ RXU FRQVF
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% JLTIXLGLWN\ DQG &BSNVWDO 5HVRXU
&DVK )ORZRWDNJI®J &DSLWDO

7R GDWH ZH KDYH ILQDQFHG RXU RSHUDWLRQV SULPDULO\ WKURXJK SULYDWH SODFH
RSHUDWLRQV DQG PRUH UHFHQWO\ WKH LSURE® HKY H B BH SRHXFUN LW RWILHDTX SXE GFIDFV R IWR X Q'
SDUWLFXODUO\ RXU EDQGZLGWK FRVWY VDODULHV DQG E HQEHON W DH) &/ ISIRW HRQW LAXQ D A ©
DQG WKH DQWLFLSDWHG FDVK IQREZHIQ®R PWARS PiiJ DWW LFR}QN DZQ\WDFEBDWXH G ZRUNLQJ FDSLWDO
PRQWKYV +REHPOHUHTXLUH DGGLWLRQDO FDVK UHVRXUFHV GXH WR FKDQJLQJ EXVLQHV"
DFTXLVLWLRQV ZH PD\ GHFLGH WR VHOHFWLYHO\LPLHB\DXWH W,R RXBI \W [ RXW LLOTKD U K RFHQARX U
OLQNHG VHFXULWLHVY GHEW VHFXULWLHV RU ERUURZ IURP EDQNYV

$V Rl '"HFHPEHU DQG ZH KDG 50% PLOOLRQ 50% PLOOLRQ DQG 50% LQPHM
DQG FDVK HTXLYDOHQWYV

7KH IROORZLQJ WDEOH VHWYV IRUWK D VXPPDU\ RI RXU FDVK IORZV IRU WKH SHULRGYV

JRU WHBIU<(QGHG 'HFHPEHU

50% 50% 50% 86
LQ WKRXVDQGYV
1HW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHV

I1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV

1HW FDVK XVHG LQ SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV

1HW GHFUHDVH LQFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWY DW WKH EHJLQQLQJ RI WKH \HDU SHULRG
(IHFW RI HI[FKDQJH UDWHVY FKDQJH RQ FDVK DQG FDVK HTXLYDOHQWYV
&DVK DQG FDVK HTXLYDOHQWY DW WKH HQG RI WKH \HDU SHULRG

2SHUDWLQJ $FWLYLWLHYV

1HW FDVK XVHG LQ RU JHQHUDWHG IURP RSHUDWLQJ DFWLYLWLHYV FRQVLVWY SULPDU
FRPSHQVDWLRQ LPSDLUPHQW RI LQWDQJLEOH DVVHW ORVV RQ GLVSRVDO RI SURSHUW\
DGMXVWHG E\ FKDQJHV LQ RSHUDWLQJ DVVHWY DQG OLDELOLWLHV VXFK DV DFFRXQWYV L

1HW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHY DPRXQWHG WR DSSUR[LPDWHO\ 50%
SULPDULO\ UHVXOWLQJ IURP 50% PLOOLRQ 86 PLOOLR®6 B D 5DV YWHHINHQYXHRAH @SN t
HPSOR\HH VDODULHY DQG ZHOIDUH SD\PHQW RI 50% PLOOLRQ 86 PLOOLRQ RXU V
PDLQO\ FRQVLVWHG Rl WKH DPRXQWYV GXH WR WKLUG SDUW\ JDPH GHYHORSHUV XQGHU U
SHUIRUPHUV DQG FKDQQHO RZQHUV RQ << OXVLF SD\PHQW FROOHFWLRQ FRVWV DQG EXV
50% PLOOLRQ 86 PLOOLRQ DQG RXU JHQHUDO RSHUDWLQJ FRVWV RI 50% PLOOI

1HW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWDW\D 5FEW RKADWBHBO\HE0GHG 'AEBOERQ SU
PLOOLRQ RI FDVK UHYHQXHV ZI$6UBBBLY & & H UW P \WIRHIGAVED HSDW W DDG®\IRHODWHG FDVK RX)
PDLQO\ FRQVLVWHG Rl WKH DPRXQWYV GXH WR WKLUG SDUW\ JDPH GHYHORSHUV XQGHU U!
HPSOR\HH VDODULHY DQG ZHO FILWOHD SPQP RXW BDBRQWY IRU VHUYHU PDLQWHQDQFH DQG
RSHUDWLQJ FRVWYV RI 50% PLOOLRQ
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1HW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHV IRU WKH \HDU HQGHG 'HFHPEHU
PLOOLRQ FDVK UHYHQXHV ZH $6HPRGYBGYIRHRWK LW KIFVH@WEA BROWWDDOIO\URHODWHG FDVK RXW
FRQVLVWHG RI WKH DPRXQWV GXH WR WKLUG SDUW\ JDPH GHYHORSHUV XQGHU UHYHQXH
VDODULHY DQG ZHOIDUH SD\PHQW RI 50% PLOOLRQ RXU SD\PHQWYV IRU VHUYHU PDLQW
FRVWY RI 5PMOOLRQ

,QYHVWLQJ $FWLYLWLHYV

1HW FDVK XVHG LQ L Q¥ WIHQ @ HDAFWMAL SIXWIEHW \DHDW R1 SURSHUW\ DQG HTXLSPHQW LQ FR
LQIUDVWUXFWXUH SXUFKDVHV Rl LQWDQJLEOHVY DVVHWY DQG RXU HTXLW\ LQYHVWPHQW\
RSHUDWH RQOLQH ZHE JDPHV DQG RU DQ RQOLQH FRPPXQLFDWLRQV FRPSDQ\ ZKLFK FDQ

1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHY DPRXQWHG WR 50% PLOOLRQ 86 F
IURP WKH SODFHPHQW RI VKRUW WHUP GHSRVLWYV RI 50% PR IOCMA RR)Q 8&6 PLLOM@LLAR@
ZLWK DQ DFTXLVLWLRQ DQG SD\PHQWYV RI 50% PLOOLRQ 86 PLOOLRQ IRU WKH SXU
VHUYHUV WR VHUYH RXU H[SDQGHG XVHU EDMH H QG QV RV B UEH B Q/BHIR WARBHUGIRY D W K B VE KW IAMUD |
RI WHUP GHSRVLWYV LQ YDULRXVY EDQNV LQ WKH DPRXQW RI 50% PLOOLRQ 86 PLOO

1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHY DPRXQWHG WR1HHWoFDYV IR IXVEICR QOL QW KM
UHVXOWHG IURP WKH SODFHPHQW RI VKRUW WHUP GHSRVLWYV RI 50% PLOOLRQ SD\PH:
PDLQO\ FRQVLVWHG RI WKH SXUFKDVH Rl VHUYHUV WR VHUYH RXUFH][SDWQEGHAGX M MHBIQWSDW WK
FRVWYV DQG HTXLW\ LQYHVWPHQWY RI 50% PLOOLRQ DVVRFLDWHG ZLWK WKHK GRKOURK\D&R
FRPSDQ\ ZKLFK SURYLGHY RQOLQH JDPH WHFKQRORJL®D®HQR V, Q@ DRIFKNRHIRQ\ F&R/PISQ @K LLPO
ZKLFK SURYLGHV PRELOH LQWHUQHW HWOBD\WWHIGH FRRIDMWHOQ W \LR I KHQP GHBRNOWRILQ YDULR

I1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHY DPRXQWHG WR 50% PLOOLRQ LQ S
DPRXQW RI 50% PLOOLRQ DQG WKH SXUFKDVH RI LOQOWDQJLEOH DVVHWY LQ WKH DPRXQ\
FRQVLVWHG RI WKH SXUFKDVH RI VHUYHUV WR VHUYH RXU HIISTHQ XH® IXW K UIHE B @/ I @QXBSH W A
7KH SXUFKDVH RI LQWDQJLEOH DVVHWYV SULPDULO\ UHSUHVHQWHG WKH SXUFKDVH RI GRF

J)LQDQFLQJ $FWLYLWLHV

1HW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHYV ZDV 50% PLOOLRQ 86 PLOOLF
86 PLOOLRQ IURP RXHULQUWRODDORSKPEBHBUIRHW D WKIHD ODYWLQJ H[SHQVHV RI 50% P

1HW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV ZDV 50% SULPDOOOR Q@ W O W KK WHDIEW H
LVVXDQFH RI FRPRRIQUVKDREDOWR [7<< +ROGLQJV QHW RI LVVXDQPHHRREWRX R IUSHSX U F K P N(
WKH DPRXQW FPIL®I34 R Q

1HW FDVK XVHG LQ ILQDQFLQJ DFWLYLWLHV DPRXQWHG WR 50% PLOOLRQ LQ su
50% PLOOLRQ LQ -DQXDU\
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&DSLWDO ([SHQGLWXUHV

:H PDGH FDSLWDO H[SHQGLWXUHV RI 50% PLOOLRQ 50% PLOOLRIQDBQG 50PH V QbRR
FDSLWDO H[SHQGLWXUHYV DUH SULPDULONRMH&WDR VEXWU IR KDQ/G FF\WR R 8 ¥ WHTXV. S 7 H QWHILERA HRH D
SXUFKDVH DAGHWMKXRQD®W)RUH DQG RWKHU HTXLSPHQW

& SHVIBUWQG 'HYHORSPHQW 3DWHQWY DQG /LFHQVHV (WF

,Q RUGHU WR VXSSRUW WHHNHONWQBHRREXO@QH XRHRH DQG YLGHR FRPPXQLFDWLRQV RQ I
RZQ QHWZRUN LQIUDVWUXFWXUH 6HH ,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\ % %XVLQH
DQG GHYHORSPHQW DVSHFW RI RXU EXVLQHVV DQG ,WHP ,QIRUPDWLRQ RQ WKH &RPSD
SURWHFWLRQ RI RXU LQWHOOHFWXDO SURSHUW\

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV FRQVLVW SULPDULO\ RI VDODULHV DQG EH®
SUHPLVH DQG VHUYHUV XWLOL]HG E\ WKH UHVHDUFK DQG GHYHORSPHQW SHUVRQQHO 5H
'"HFHPEHU GXH WR WKH QHHG IRU DGGLWLRQDO UHVHDUFK DQG GHYHOR $if 8 @ MWSRIX
DQG GHYHORSPHQW H[SHQVHV LQ DEVROXWH DPRXQW WR LQFUHDVH DV ZH LQWHQG WR U
RWKHU WKLQJV GHYHORS QHZ VHULHV RI DSSOLFDWLRQV IRU RXU SODWIRUP LPSURYH W
HQKDQFHG IHDWXUHV IRU OREL®HLQ& XWR WG 5Pk PR U CUHRY 50% PLOOLRQ DQG 50%
DQG GHYHORSPHQW H[SH®&HV LQHVSHFWLYHO\

' /WHQG . QIRUPDWLRQ

2WKHU WKDQ DV GLVFORVHG HOVHZKHUH LQ WKLY DQQXDO UHSRUW ZH DUH QRW DZD
RI RXU ILVFDO \HDU WKDW DUH UHDNRW IREOR ®UNHDON WR YKDOYAH D AW R 6 HDIOLASAL W § RWDK
RU WKDW ZRXOG FDXVH WKH GLVFORVHG ILQDQFLDO LQIRUPDWLRQ WR EH QRW QHFHVVDL

( 211 %DODQFH 6KHHW $UUDQJHPHQWYV

:H KDYH QRW HQWHUHG LQWR DQ\ ILQDQFLDO JXDUDQWHHV RU RWKHU FRIPRDWH ERWY
DQ\ GHULYDWLYH FRQWUDFWYV WKDW DUH LQGH[HG WR RRU WHKDWH B (DH) Q RAD W\HV O IH. FiVB HOBV L\
VWDWHPHQWY )XUWKHUPRUH ZH GR QRW KDYH DQ\ UHWDLQHG RU FRQWLQJHQW LQWHUH
PDUNHW ULVN VXSSRUBRWRRWXERYHQWQWYDULDEOH LQWHUHVW LQ DQ\ XQFRODWRIOWGDLW NG
VXSSRUW WR XV RU HQJDJHV LQ OHDVLQJ KHGJLQJ RU UHVHDUFK DQG GHYHORSPHQW VH

) /DEXODU "lWRORROWUDFWXDO 2EOLJDWLRQV
7KH IROORZLQJ WDEOH VHWYV IRUWK RXU FRQWUDFWXDO REOLJDWLRQV DV RI '"HFHPEH

3D\PHQW 'XH E\ 3HULRG
/HVV WKDQ ORH WKD
7RWDO \HDU \HDUV ___\HDUV__\HDUV
LQ WKRXVDQGV RI 50%

2SHUDWLQJ OHDVH REOLJDWLRQV

2SHUDWLQJ OHDVH REOLJDWLRQV UHIFWVWR &/Hb RS BIWRIQBE DMHEIZ\ I \B B UHGI® RO WV ZK
UHZDUGV Rl RZQHUVKLS DUBDUMMDALYY PG EX W R B HOUH RBHIRG DWRL W & 1D i B QN R MLUGD MKDGJ VW D
VWUDLJKW OLQH EDVLV RYHU WKH SHULRG Rl WKH OHDVH LQFOXGLQJ DQ\ IUHH OHDYV
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2XU RSHUDWLQJ OHDVH REOLJDWLRQWRQHBEHPEZHG IURP "BEPHPEHUO\ EHFDXVH ZH HQW
VSDFH

2WKHU WKDQ WKH REOLJDWLRQV VHW IRUWK DERYH ZH GLG QRW KDYH DQ\ RWKHU OR
ORQJ WHUP OLDELOLWLHV DV RI '"HFHPEHU

* 6DIH +DUERU
6HH )RUZDUG /RRNLQJ 6WDWHPHQWYVY RQ SDJH RI WKLY DQQXDO UHSRUW

,7(0  ',5(&756 6(1,25 0$1$*(0(17 $1' (03/2<((6
$ LBWFWRUV DOG 6HQLRU ODQDJHPHQW

7KH IROORZLQJ WDEOH VHWYV IRUWK LQIRUPDWIFRIQ W BYDRIGW®& H RXOWWE LRIHWW RW D @QXGD k
UHODWLRQVKLSY DPRQJ DQ\ RIIWKH G RUHRPWRRRPBD (A[HFXWLYH RI

'LUHFWRUV DQG (JHFXWLYH 2IILFHUV ﬂH 3RVLWILWRQH7

-XQ /HL &KDLUPDQ RI WKH %RDUG DQG 'LUHFWRU
'DYLG ;XHOLQJ /L &KLHI ([HFXMFIMH2QG 'LUHFWRU

4LQ /LX ‘LUHFWRU

$OH[DQGHU %DUUHWW +DUWLJDQ '"LUHFWRU

-HQQ\ +RQJI/HH ,QGHSHQGHQW 'LUHFWRU

3HWHU $QGUHZ 6FKORVYV ,QGHSHQGHQW 'LUHFWRU

3HQJ ZQ1J ,QGHSHQGHQW 'LUHFWRU

7RQ\ %LQ =KDR 'LUHFWRU DHFK @ R DIRIFW DI

(ULF +H &KLHI )LQDQFHDO 21

-LQ &DR *HQHUDO ODQIEVHWRI'HSDUWPHQW
5RQJMLH 'RQJ *HQHUDO ODQDJHU RI *DPHV '"HSDUWPHQW

OU -XQ LWLRXU FR IRXQGHU DQG KDV EHHQ RXU FKDLUPDQ VLQFH RXWL HUSWIGRRV )WR
RILFHU RI .LQJVRIW &RUSRUDWLRQ RU .LQJVRIW D &KLQD EDVHG VRIWZDUH DQG RQOLQH
EHHQ DSSRLQWHG DV &KDLUPDQ RI LWV ERDUG RI GLUHFWHRWYH GURP ¥ D QXPXN FD SWR LAFMH
PDQDJHU DQG VRIWZAIRPH$GHYBORSMWR ODHIFKR IRY®GHG DQG VHUYHG DV FKDLUPDQ RI -R\
$PDJRQ EHFRPLQJ $PD]RQ &KLQD 6 LIQIFH R WHREHG RQ WK HX K R Q USX) RY, EBUDIGHEFMWRIER). RODF W
SULYDWH LQYHVWPHQWY DQG FXUUHQWO\ VHUYHV DV D GLUHFWRU RU DGYLWIRUHRHUMME!
EDFKMOGHUUHH LQ FRPSXWKDQ/ BQHYFKVURP L Q

OU 'DYLG ;XHIOL®@XULFR IRXQGHU DQG KD VIEHHH®D \ROQF F KROHU/ H (HFHSNLIFRBQR.IDY UHVSRQVLE
PDQDJHPHQW PDMRU GHFLVLRQ PDNLQJ DQG VWUDWHJILF SODQQLQJ LQ@ROXGRQJN KRG \DHD U
,QF TURP -XO\ WR $SULO DQG,YHUY H® DR/XIQWW E KD R HESLWRIUWKDW SURYLGHG D FR!
MRXUQDOLVWY DQG DPDWHXHFSKR\WRBIWHEDFHKHDRIUSKLORVRSKY IURP 5HQPLQ 8QLYHUVLW\

OU 4LQ KXY EHHQ D GLUHFWRU RI RXU FRR XIDY\ WH G H -& QWHFWRIUR| 0RUQVRQFHGHNYK

ZKHUH KH LV SULPDULO\ UHVSRQVLEOH IRU PDQDJLQJ HDUO\ VWDJH LQYHVWPHQWV L
&KLQD +H DOVR VHUYHV DV D GLUHFWRU LQ VHYHUDO QRQ SXEOLFLXRIURWRIOGRD RROPBDQLE
ODQDJHPHQW 6HUYLFHV 6KDQJKDL &R /WG DQG HVWDEOLVKHG LWV SULQW PHGLD EXVI
OU /LX UHFHLY WGGB RLHMHNIHQY EXVLQHVV DGPLQLVWUDWLRQ RU 0%$ IURP &KLQD (K GRISHHE
HOHFWULFDO HQJLQHHULQHFINRRORHLMQQY HEFVHYFHQ 7
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0U $OH[DQGHUKPVUBHHOQ ®RXU GLUHFWRU VLQFHrBXIWWKNWD Q KD WLEHFMQ W KHBUPD QB QMIXIUGIV
/ 3 ZKHUH KH PDQDJHV LQYHVWMHGQW\D DG WREWKRHAKQRORVURUY LQ &KLQD +H FXUUHQWO\
FRPSDQLHV RI BQYWRBERDEVWSOD UMWALJIDQ KDV RYHU \HDUV RI H[SH U LHOQLRHU LV RWNKRI L GHIVXEIN
$VLD /BHDUWLIDQ VHUYHG DV DHSULRBEHS DO PV 3D YBAIRGWEID Q WHWFHLYHG DQ 0%$ GHJU
6FKRRO LQ DQGETHEDHKHMRIRYHUBWRZY 8QRF HHRUW\ LQ

0V -HQQ\ HRQHKBY VHUYHG DV RXU GLUHFWRU VLQFH 'HFHRMEHKWROR DV, JWH ULYDWGRQB
&KLQD EDVHG SURYLGHU RI RXWVRXUFHG LQIRUPDWLRQ WHEBRQR®RIY XSS UHV H D UFHKDIZQ G
QHXWUDO ,QWHUQHW GDWD FHQWHU VHUYLFHV SURYLGHU ERWK FRPSDQLHV DUH O LH/QWH>
..,/ /& DQG LV DOVR D JHQHUDBQIWDIWHYEQ®X U D,Q LW VIOREP@RR UV YWRG / 3 0V /HH VH
SUHVLGHQW RI -$)&2 $VLD 0V /W K KHUFHHHL YLK)G HIOHHUF \E D E R Bl O RHUYJ G®IH H H HQUQLQ J L QHHA P@/ \
8QLYHUOMLWHH DOVR KDV DQ 0%$ GHJUHH IURP .HOORJJ 6FKRRO RI ODQDJHPHQW DW 1RUW

0U RQ\ %LQKIDKRDRHHQ WKH FKILFHW HRAEKRXRORRP KD Q\ VLQFH +H KDV VHUYHG DV D GL
KH IRXQGBBNMWR7& LQ 1RYHPEHU DQG VHUYHG DV LMAHBKOQWPOQ D Q)AJ R R LHXIOW WRK QRO
FRQVXOWQBRMQBMFRP )URP -XO\ WR -XO\ KHHEKU X RBPXQ IDF D WQ RRY HQRELQRABWZDW U
RI DXGLR YLGHR VHVVLRQ DQG EDFNHQG VHUYHUV )URP WR KH ZR BIRKQ RIORWKHY A
DOVR IRXQGHG %HLMLQJ 'DFKHQJ ,QIUDVWUXFW XKD B WRINFH E WK G& Bl MKW QALY G P R\WDHXGS LHX
8QLYHUVLW\ LQ

OU (ULFKLH EHHQ RXU FKUIAHU M DEFLOXHRVAW UHQWO\ DOVR VHUYHV<DQJ)RQL @ BMSMQERE
6KDQJKDL &R /WG DQG $FRUQ ,QWHUQ DWLR@OW RQ M RBYQ/@ L6 MGLOBW MG FLRFAKSUDIR N & QIDQ@W |
*URXS ,QF DQ 1<6( OLWWRWPHEBDERRSDQWR $M KWW HG DV W KIH AU HRIl MWQ BWRZB R R QW HUQHR

WR JURP WR KH VHUYHG DV D SULYDWH HTXLW\ LQYHVWPHG®W \GHEHLEYAHRSU Dl |
GHJUHH LQ DFFRXQWRIQSHIUR® LTHUVR @D ® Q@G DQ 0%$ GHIJUHH IURP WKH :KDUWRQ 6FKRRLO/
&HUWLILHG 3XEOLF $FFRXQWDQW DQG &KDUWHUHG )LQDQFLDO $QDO\WW LQ WKH 8QLWHG

OU -LQ &DR EHHQ WKH YLFH SUHVLGHQW RI *XDQJ]JKRX 'XRZDQ VLQFH DQG LV FXUU
WR 2FWREHU KH VHUYHG BN W,IQHF S)UHRWL GCBH@QXWDW BN 1HRWR )HEUXDU\ KH$VHB({Y BBU
JURP $XJIXVW WR $XJIXVW KH ZDV D VMRDWRURY RED BB EHI B WKKRU RWLQH$SES +H IF

VWUHDPLQJ IFRPSD@DR UHFHLYHG@HEDRKHMRUQ G X VW ULIDEDMH Q J& @HHHILQLWIURGES A J UBGIGL R
HQJLQHHULQJ IURP 8QLYHUVLW\ Rl &LQFLQQDWL LQ

OU5RQJMLKDRBEIHHQ WKH SUHVLGHQW RI WKH WHFKQRORJ\ GHSDUWPHQW RI *XDQJ]KR
RXU JDPHV GHSDUWPHQW 3ULRU WR MRLQLQJ XV KH VHUYHG DV SURGXFW PDQDJHRWDQG
UHFHLYHG KVYVGHDBKHORUFRPSXWHU KDUGZDUH IURP %HLMLQJ ,QIRUPDWLRQ (QJLQHHKQR
8QLYHUVLW\ LQ
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0U 3SBHWHHZ$ QEKRORYWHUYHG DV RXU LQGHSHQGHQW G LAFKPRRY Y VQF I$ LRW R REHDWD 3XKRL
HTXLW\ IXQG HVWDEEDHKYHE LR@KRRIXNI[ T FRPSDQ\ OLVWHG RQ WKH 6WRFN ([FKDQJH RI +I
&KLQD 6FKKORVV KDV EHHQ VHUYLQJ DV DQ LQGHSHQGHQW GLUHFWRU DQG WKH DXGLW FR
VLQFH YURP WSREKORVOW VHUYHG DV IWRH$PROLLHH GHBIDFXWIEYHSRUWY 1HWZRUN /LPLWHG
SURYLGHU RI OLYH DQG RQ GHPDQG VSRUWYV SURJUDPV LQ $VLD 6RAKMRRV W ZRIRIEGCE IS PIF
DV WKH FKLHILFHWD QFRPO RIWR DV DQ H[HFXWLYH GLUHFWRILFHRPIURPWR W BBQGRINVY
D EDFKHORIUHH LQ SROLWLFDO VFLHQFXODQG B QMYWUW GWRFWRU GHJUHH IURP 7

OU 3HQJ2QKDV VHUYHG DV RXU LQGHSHQGHQW GLEXPWRWU VL@RHKDRYEHRPEGW YHQW W
9HQWXUHV D SULYDWH HTXLW\ YHQWXUH FDSLWDO IXQG WKDW LQYHVW®JSEXBDHQ®\OLQ/ M
LQGHSHQGHQW GLUHPOWR R PRIXELLFIDSRRIGNV7/LPLWHG DQG VHUYHV DV FKDLUPDQ RI ,QIRFRP
0U 2QJ IRXQGHG ,QWHUZRYHQ ,QF DFTXLUHG E\ $XWRQRP\ &RUSRUDWLRQ SOF QRZI&BH
IURP WR DQG LWV FKDLUPDZQUUROVR IRDRQGHGOWFHQWXDWH ,QF ZKLFK EHFDPH Wk
DIWHU EHLQJ DFTXLUHG ERQ%OFR QRX®GIHGLROWBEK FRP QRZ SDUW RI ,$& ,QWHUS$SFWLYH&RI
SRVLWLRQV DW ,0OBIXKXWRORQURVPPWLRQRZ ,QIRUPL[ &RUSRUDWLRQ SDUW RI ,%0 6\EDV!
0U 2QJ 3HQJ UHFHLYHGHDUHMH K& GROHFWULFDO HQHLIQHBWLHXVIWRE 8 € GY B PDLAWFHRIP IXWH U
8QLYHUVLW\ Rl ,0O0LQRLYV DW S8UEDQD &KDPSDLJQ

% &RPSHOQVDWHRE/RUVLDQG ([HFXWLYH 2IILFHUV

JRU WKH ILVFDO \HDU HQGHG 'HFHPEHU ZH SDLG DQ DJJUHJDWH RI DSSUR[LPDW
DQG ERQXVHV WRIFRPHUW[BERZWILIYHHRWRUV )RU GHWDLOM RQUW KH) & K®IUWHH EQ/RHQ/W VHHH B UBIK
DVLGH 50% 86 IRU HIHFXWLYH SHQVLRQ DQG UHWLUHPHQW EHQHILWYV LQ D\

(PSOR\PHQHM BHQ WV

:H KDYH HQWHUHG LQWR HPSOR\PHQW D JU FiHiP¥ RN WHIPK RXW HY B QUARRIHRPLS 6! RVFOQAN RIH
DQ\ WLPH ZLWKRXW UHP XQH U DIWE IRGX FR UD ¥ HEHA. DUQF B W VFRAHG KRl IQ\ FULPLQDO FRQGXFW
VHULRXV ZLOOIXO JURVVO\ QHJOLJHQW RU SHUVLVWHQW EUHDFK RI DQ\ HPSOR\PHQW D.
HPSOR\PHQWIRAHMKXBK WULPHQWDID RMDR B XV RF RAHSIOPQ\Q D W H. DVVHHS GRRI\ PHIIDMKX WL YHYR R J WK U H
QRWLFH $ VHQLURBHU HPEXWLWPRQDWH KLV RU KHU HPSOR\PHQW DW DQ\ WLPH E\ JLYLQJ \
JLYHQ EVLWKW RIQ\ WLPH DIWHU WKH WKLUG DQQLYHUVDU\ RI KLV RU KHU HPSOR\PHQW

(DFK VHQLRU HFHFXWDYHDRUHHG WR KROG DOO LQIRUPDWLRQ NQRZ KRZ DQG UHERRG>
ZLWKRXW OLPLWDWLRQ DOO IRUPXODH GHVLJQV VSHFLILFDWLRQV GUDZLQJV GDWD R
OLVWV VDOHV LQIRUPDWLRQ EXVLQHVV SODQV DQG IRUHFDVWY DQG D@ WWRKEMFBR I
DIWHU KLV RU KHU HREBB\PEBQWR DJDJHHRIWKDW ZH VKDOO RZQ DOO WKHN IGXWHQ O KE W RDOK:

6KHU, QFHQWLYH 30DQV

:H KDYH DGRSWHG WZR VKDUM KB FH Q @HK/HP $| OID@EQMXMPHH SXUSRVH RI WKHVH WZR VKD
UHWDLQ SHUVRQQHO E\ OLQNLQJ WKH SHUVRQMHUVQWRSGIRWW \R DY & H RBF KB WD @ W W KAHR EV
VXFK LQGLYLGXDOV ZLWK DQ LQFHQWLYH IRU RXWVWDQGLQJ SHUIRUPDQFH $V RI ODUFK
VKDUHV DQG UHVWULFWHG VKDUH XQLWV ZHUH FOOMVWDQGLQJ XQGHU WKH 6 F K
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(PSOR\HH (TXLW\ ,QFHQWLYH 6FKHPH

:H DGRSWHG WKH 6FKHPH LQ '"HFHPEKHUQF DQ BWSXYWHPEBOWO WKH ULJKWV DQG REC
XQGHU DOO VKDUH EDVHG FRPSHQVDWLRQ SUHYLRXVO\ LVVXHG E\ 'XRZDQ (QWHUWDLQPH
6FKHPH LI DSSOLFDEOH DQG E XQGHUWRRN WR LVVXH LWV RZQ FRPPRQ VKDUHV XSRQ
'XRZDQ (QWHUWDLQPHQW &RUS VXEMHFW WR FRPSOLDQFH ZLWK WKH WHUPV DQG FRQGL

8QGHU WKH 6FKHPH WKH PD[LPXP QXPEHU RI VKDUHV LQ UHVSHFW RI ZKLFK RSWL
7KH IROORZLQJ SDUDJUDSKV VXPPDUL]H WKH WHUPV RI WKH 6FKHPH

7\SHV RD $GAKH IROORZLQJ EULHIO\ GHVFULEH WKH SULQFLSDO IHDWXUHV RI WKH YDUL

2SWLRGWLRQV SURYLGH IRU WKH ULJKW WR SXUFKDVH D VSHFLILHG QXPEHU RI RX
DW WKH GLVFUHWLRQ RI RXU SODQ DGPLQLVWUDWRU LQ RQH RU PRUH LQVWDOOPEF
GLVFUHWLRQ RI WKHLOPI)V R EARRLGKWWNDWRBEBXU FRPPRQ VKDUHV ZKLFK KDYH EHHQ
PD\ EH UHTXLUHG WR DYRLG DGYHUVH DFFRXQWLQJ FRQVHTXHQFHV LQ RMAWMHWY\SH
FDVKOHVV H[HUFLVH RU E\ DQ\ FRPELQDWLRQ RI WKH IRUHJRLQJ

SHVWULRWSGUBKDMULFWHG VKDUH DZDUG LV WKH JUDQW RI RXU FRPPRQ VKDUHV Z}
IRUIHLWXUH 8QOHVV RWKHUZLVH GHWHHPVMQUIGF B\ HRBRXVUKS O BIOQLY QFRAWVYYQYMWRDEOI
XSRQ WHUPLQDWLRQ RI HPSOR\PHQW RU VHUYLFH GXULQJ D UHVWULFWHG SHULRG
VKDUHYVY VXFK DV OLPLWDWLRQV RQ WKH ULJKW WR YRWH RU WKH ULJKW WR UHFH

30DQ $GPLQLALWUPRMIIR® RU D FRPPLWWHH RI RQH RU PRUH PHPEHUV RI RXU ERDUG GX
SODQ DGPLQLVWUDWRU

$ZDUG $JUHRAPWORMQV RU UHVWULFWHG VKDUHVY JUDQWHG XQGHU WKH 6FKHPH DUH
DQG OLPLWDWLRQV IRU HDFK JUDQW

2SWLRQ ([HUFZKH BUHBFLVH SULFH LQ UHVSHFW RI DQ\ RSWLRQ VKDOO EH IL[HG E\ UH
WKHUHRI LV JUDQWHG DQG VKDOO EH DWW WKH B©OMMHVMR @ ORI XDKH. S Q 3Q IDFGP 58 UVWVWKIDDMAF
JUDQW RI WKH UHOHYDQW RSWLRQ RU UHOHYDQW SDUW WKHUHRI RU E WKH ODWHVW S
RSWLRQ RU UHOHYDQW SDUW WKHUHRI

(OLJLEL®PW\ JUDQW DZDUGV WHRF RXVY B@GCS CR\BIMHMWRUV RU FRQVXOWDQWY WR RXU PHP

THUP R Z\DKUHGAK H 6FKHPH VKDOGBFBWHLYBAORG DEHULRG RI WHEWHPHYHYRP 7W KHVGIW |
UHVWULFWHG VKDUH JUDQW VKDOO EH WHQ \HDUV IURP WKH GDWH RI WKH JUDQW

SHVWLQJ 6 FKHEHXOHUDO WKH SODQ DGPLQLVWUDWRU GHWHUPLQHYVY WKH YHVWLQJ VFK

7UDQVIHU 5HVEDWIGEFWLRODRSWLRQV RU UHVWULFWHG VKDUHV PD\ QRW EH WUDQVIHUUH
VXFK KROGHUV VXEMHFW WR OLPLWHG H[FHSWLRQV 5HVWULFWHG VKDUHV PD\ QRW EH V

THUPLQDWHRQODQ DGPLQLVWUDWRU PD\ DW DQ\ WLPH WHUPLQDWH WKH RSHUDWLRQ F
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ULRU WR WKH DGRSWLRQ RI WKH 6FKHPH ZH JUDQWHG FHUWDLQ VKDUH RSWLRQ\
VXEVWDQWLDOO\ WKH VDPH WHUPV DQG FRQGLWLRQV ZLWK WKRVH VWLSXODWHG LQ WKH

6KDUH ,QFHQWLYH 30DQ
H DGRSWHGWX® LQ 6HSWHPEHU

8QGHU WBBDQ WKH PD[LPXP QXPEHU RI FRPPRQ VKDUHVY UHVHUYHG IRU LVVXDQFH XC
WKH ILUVW GD\ RI HIDAKQ QAIMFDOQHDU RU VXFK VPDOOHU QXPEHU RI FRPPRQ VKDUHV DV Gt

7KH IROORZLQJ SDUDJUDSKV VXPBODQ]H WKH WHUPV RI WKH

NNSHV RD $GAKH IROORZLQJ EULHIO\ GHVFULEH WKH SULQFLSDO IHDWXURBORQ@ WKH YDUL

2SWLR@GWLRQV SURYLGH IRU WKH ULJKW WR SXUFKDVH D VSHFLILHG QXPEHU RI RX
DW WKH GLVFUHWLRQ RI RXU SODQ DGPLQLVWUDWRU LQ RQH RU PRUH LQVWDOOPEF
GLVFUHWLRQ RI WKHLODBIV R RLBGKWWNDWRBXU FRPPRQ VKDUHV ZKLFK KDYH EHHQ
PD\ EH UHTXLUHG WR DYRLG DGYHUVH DFFRXQWLQJ FRQVHTXHQFHV LQ RMDWMWHYSH
FDVKOHVV H[HUFLVH RU E\ DQ\ FRPELQDWLRQ RI WKH IRUHJRLQJ

SHVWULRAWSGUBKDMULFWHG VKDUH DZDUG LV WKH JUDQW RI RXU FRPPRQ VKDUHV Z}
IRUIHLWXUH 8QOHVV RWKHUZLVH GHWHHFPVLQHIGF BHRBXVUKS O BIQLY GQRAWVYYQYMWMRDEOI
XSRQ WHUPLQDWLRQ RI HPSOR\PHQW RU VHUYLFH GXULQJ D UHVWULFWHG SHULRG
VKDUHV VXFK DV OLPLWDWLRQV RQ WKH ULJKW WR YRWH RU WKH ULJKW WR UHFH

S5SHVWULRWSGLAMYMHY WULFWHG VKDUH XQLW DZDUG LV WKH JUDQW RI WKH ULJKW WF
IRUIHLWXUH 2XU SODQ DGPLQLVWUDWRU KDV WKH GLVFUHWLRQ WR VHW SHUIRUP
UHVWULFWHG VKDUH XQLWYV WR EH JUDQWHG 8QOHVVHRMWKHUEFXNNGE GKMNWHURQQWGL ¥
IRUIHLWHG RU UHSXUFKDVHG E\ XV XSRQ WHUPLQDWLRQ RI HPSOR\P HXQWWRKH WM IUP/H
VSHFLILHV WKH GDWHV RQ ZKLFK WKH UHVWULFWHG VKDUH XQLWYV EHFRPH IXOO0O\

30DQ $GPLQLLAWUPRMIIR® RU D FRPPLWWHH RI RQH RU PRUH PHPEHUV RI BERDERDQCG EW
DGPLQLVWUDWRU

$ZDWGUHHPROWLRQV UHVWULFWHG VKDUHV RU UHVW®OQDLEWHG \HYDLIGHQ KIQE VEY D Q DEQADRH)
WHUPV FRQGLWLRQV DQG OLPLWDWLRQV IRU HDFK JUDQW

2SWLRQ ([HUFIZKH BUHBHLVH SULFH LQ UHVSHFW RI DQ\ RSWLRQ VKDOO EH GHWHUPLQ'!
ZKLFK PD\ EH D IL[HG RU YDULDEOH SULFH UHODWHG WR WKH IDLU PDUNHW YDOXH RI WKl
LQ WKH DEVROXWH GLVFUHW WX} REIHWKIH BIOPODWREGRLRLY WIURKWNRKUD OO EH ILQDO ELQGLQJ C

(OLJLELL®PW\ JUDQW DZDUGV WR RXU HPSOR\HHV FRQVXOWDQWY RU GLUHFWRUV
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THUP RI ZVDKHGEKH 30DQ VKDOO EMHFWDROHGIPY® BHULRG RI WHEWHPHQHWYR P 7W KHVEW HR
QRW H[FHHG WHQ \HDUV IURP WKH GDWH RI WKH JUDQW

9HVWLQJ 6 FIQHEGXDHUDO WKH SODQ DGPLQLVWUDWRU GHWHUPLQHY WKH YHVWLQJ VFK

7UDQVIHU 5HVEDWIGFWLRODRSWLRQV UHVWULFWHG VKDUHVY RU UHVWULFWHG VKDUH XQl
H[HUFLVHG RQO\ E\ VXFK KROGHUV VXEMHFW WR OLPLWHG H[FHSWLRQV 5HVWULFWHG Vt

THUPLQDWHRQODQ DGPLQLVWUDWRU PD\ DW DQ\ WVBOMDHOWHUPLQDWH WKH RSHUDWLRQ F

7KH IROORZLQJ WDEOH VXPPDUL]JHV DV RI 0DUFK W KL R M W VOLIUQHE MQRIUR SIVQ. R &Y
&RPPRQ
6 K HY
8QGHUO\LQJ
2SWLRQV ([HPELVH 3ULFH
$ZDUGHG 86 6KDU 'DWH RI *UDQW 'DWH RI ([SLUDWLR
SRQJMLH "RQJ -DQXDU\ '"HFHPEHU
-DQXDU\ '"HFHPEHU
-DQXDU\ '"HFHPEHU
2WKHU ,QGLYLGXDOV DV D *URXS -DQXDU\ "HEHPEHU
-DQXDU\ '"HFHPEHU
-DQXDU\ '"HFHPEHU
7TRWDO

7KH DJJUHIJDWH QXPEHU RI FRPPRQ VKDUHV XQGHUO\LQJ WKH RXWVWDQGLQJ RSWLRQV

7KH IROORZLQJ WDEOH VXPPDUL]JHV DV RI ODUFK WKH RXMAHWDENQ GLQ HFRWR W\ DR
D JURXS
5HVWULFWWG 6KDU
ADPH *UDQWHG ‘DWH RI *UDQW
7TRQ\ %LQ =KDR JHEUXDU\
-DQXDU\
-LQ &DR JHEUXDU\
5RQJMLH 'RQJ -DQXDU\
2WKHU ,QGLYLGXDOV DV D *URXS -DQXDU\
-X 0\
2FWREHU
-DQXDU\
7RWDO

7KH DJJUHJDWH QXPEHU RI FRPPRQ VKDUHV XQGHUO\LQJ WKH RXWVWDQGLQJ UHVWULFV
VKDUHV
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7KH IROORZLQJ WDEOH VXPPDUL]HV DV RI ODUFK WKH RXWMWEQWGL QI WHRAMNRILF
LQGLYLGXDOV DV D JURXS

&RPPRQ BKDU
8QGHUO\LQJ
SHVWULFWHG 6KDU

1DPH 8QLWV *UDQWHG 'DWH RI *UDQW _9HVWLQJ 6FKHGXOH
7TRQ\ %LQ =KDR ODUFK \HDUV
(ULF +H 6HSWHPEHU \HDUV
1RYHPEHU \HDUV
-HQQ\ +RHQJ/HH 1RYHPEHU \HDUV
SHWHU $QGUHZ 6FKORVYV I1RYHPEHU \HDUV
3HQJ ZQJ 1RYHPEHU \HDUV
2ZWKHU ,QGLYLGXDOV DV D *URXS 6HSWHPEHU TXDUWHUV
-DQXDU\ \HDUV
ODUFK \HDUV
- X0\ \HDUV

6HSWHPEHU \HDUV
6HSWHPEHU
\HDUV
ODUFK \HDUV
7TRWDO

7KH DJJUHJDWH QXPEHU RI FRPPRQ VKDUHV XQGHUO\LQJ WKH RXWVWDQGLQJ UHVWUL
RXU WRWDO RXWVWDQGLQJ VKDUHV
7TKHVH 568V ZHUH JUDQWHG RQ ODUFK DQG ZHUH VFKHGXOHG WR YHVW VWDUWL
7KHVH 568V ZHUH JUDQWHG RQG6ABWH FEHKHGXOHG WR YHVW VWDUWLQJ $XJXVW
7KHVH 568V ZHUH VFKHGXOHG WR YHVW VWDUWLQJ WKH GD\ ZKHQ WKH\ ZHUH JUDQWH
7KHVH 568V ZHUH JUDQWHG RQG6ABWH FEKBGXOHG WR YHVW VWDUWLQJ -XO\
7TKHVH 568V ZHUH JUDQWHG RQ ODUFK DPRQJ ZKLFK FRPPRQ VKDUHV XQ(
DQG FRPPRQ VKDUHV XQGHUO\LQJ 568V ZHUH VFKHGXOHG WR YHVW VWDUWLQJ
7TKHVH 568V ZHUH JUDQWHG RQ -XO\ DQG ZHUH VFKHGXOHG WR YHVW VWDUWLQJ
7TKHVH 568V ZHUH JUDQWHG RQ 6HSWHPEHU DPRQJ ZKLFK FRPPRQ VKDUH'
DQG FRPPRQ VKDUHV XQGHUO\LQJ 568V ZHUH VFKHGXOHG WR YHVW VWDUWLQJ
7TKHVH 568V ZHUH JUDQWHG RQ 6HSWHPEHU DPRQJ ZKLFK FRPPRQ VKDUHV
DQG FRPPRQ VKDUHV XQGHUO\LQJ WKH 568V ZHUH VFKHGXOHG WR YHVW VWD
7TKHVH 568V ZHUH JUDQWHG RQ ODUFK DPRQJ ZKLFK FRPPRQ VKDUHV XQGH&H
FRPPRQ VKDUHV XQGHUO\LQJ 568V ZHUH VFKHGXOHG WR YHVW VWDUWLQJ )HEUX

& %RDUG 3UDFWLFHV

2XU ERDUG RI GLUHFWRUV FXU U HQ @&/10) HRAQR/W LW VQ R WVBIN XL GHGHF R/ KRW G DQ\ VKD U K\
GLUHFWRU PD\ YRWH ZLWK UHVSHFW WR DQ\ FRQWUDFW SURSRVHG FRQWUDFW RU DUUD
SRZHUV RI WKH FRPSDQPRRWERUHRAWRKREXMLQHYVY SURSHUW\ DQG XQFDOOHG FDSLWDO C
ERUURZHG RU DV VHFXULW\ IRU DQ\ REOLJDVWHRIQ RMMHRPKH 'ERPAEFW/RURU R QCLR\UWOKDLQIDE] 13 P I@
'LUHFWRUYV DQGLHHBXWIRMHR2IGHVFULSWLRQ RI WKH HPSOR\PHQW DJUHHRHRMUW ZH KDYH H

&RPPLWWHHY RI WHAWRDUG RI 'LU

:H KDYH HVWDEOLVKHG DQ DXGLW FRPPLWWHH D FRPSHQVDWLRQ FRPPLWWHH DQG D
:H KDYH DGRSWHG D FKDUWHU IRU HDFK RY WHKHFAEWMK WV HMHQBR IPFLAMWN RIQW D HAKGHRVARILLVE W E HE t

$XGLW &RPPXWWKELW FRPPLWVBHW HR GQIGUMZ BREVRRYVDQG 0V -HIQIHHR QUQ:G LV FKDL
0U 6FKORIVKDYH GHWHUPLQHGFNRBVRAGDBK ®RIOVU /HH VDWLVILHY WKH LQGHSHQGHQFH UH
5XOHV RI WKH 1DVGDT *OREDO ODUNHW DQG PHHW WKH LQGHSHQGHQFH VWDQGD UGH KOG
GHWHUPLQHBHWKDWQGUHZ 6FKORVY TXDOLILHV DV T™KH DXGLW FRPPLWWHH RLYQDUQYFHHNO R
UHSRUWLQJ SURFHVVHYV DQG WKH DXGLWV RIKW KH GLLO\D © R P B O WAWHDH/IRI@ 30 W B RRY VRVE O GF AR 8

VHOHFWLQJ WKH LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP DQG SUH
WKH LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP
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UHYLHZLQJ ZLWK WKH LQGHSHQGHQW UHJLVWHUHGLEXEWLF \D PFRX B WVQRRFBARHO WD Q\
UHYLHZLQJ DQG DSSURYLQJ DOO SURSRVHG UHODWHG SDUW\ WUDQVDFWLRQV DV
GLVFXVVLQJ WKH DQQXDO DXGLWHG ILQDQFLDO VWDWHPHQWY ZLWK PDQDJHPHQW
UHYLHZLQJ PDMRU LVVXHV DV WR WKH DGHTXDF\ RI RXU LQWHUQDO FRQWUROV DQ
DQQXDOO\ UHYLHZLQJ DQG UHDVVHVVLQJ WKH DGHTXDF\ Rl RXU DXGLW FRPPLWWH
PHHWLQJ VHSDUDWHO\ DQG SHULRGLFDOO\ ZLWK PDQDJHPHQW DQG WKH LQGHSHQ
UHSRUWLQJ UHJXODUO\ WR WKH ERDUG

&RPSHQVDWLRQ2XRPPRWSNHHDWLRQ FRPRBHWWMHHS 6B QWIZSMKIBR@YW QB 0V -HBRVHIRQDQ

FKDLUHG E\ BIWVKDNH GHWHUPLQHG WKBWKORNK BMIBYOIMHY ILBY WKH LQGHSHQGHQFH UHT

/JLVWLQJ 5XOHV RI WKH 1DVGDT *OREDO ODUNHW 7KH FRPSHQVDWLRQ FRPPLWWHH DVVLV

IRUPV RI FRPSHQVDWLRQ UHODWLQILFHR R XIXEG LE HFMARWR/UN QRED H [HFW VEHY SURIVHQW DW DQ
FRPSHQVDWLRQ LV 7GHHOE E P SID@MIBNX KRQF R P P L\l AVRIGI) LRAMKHMS Y. QEYH IR U

UHYLHZLQJ WKH WRWDO FRPSHQVDWLHRY SDFG PDNLRU BXBRPPFAIGDWH ROV WR WKF
DSSURYLQJ DQG RYHUVHHLQJ WKH WRWDO FRPSHQVDWLRQ SDFNDJH IRU RXU H[HF:
UHYLHZLQJ WKH FRPSHQVDWLRQ RI RXU GLUHFWRUV DQG PDNLQJ UHFRPPHQGDWLF
SHULRGLFDOO\ UHYLHZLQJ DQG DSSURYLQJ DQ\ ORQJ WHUP LQFHQWLYH FRPSHQVL
HPSOR\HH SHQVLRQ DQG ZHOIDUH EHQHILW SODQV

&RUSRUDWH *RYHUQDQFH DQG2XRPQ®&P QW &RP P RWRWBHMW H K BRGVIHNZBMIRR@YVD QG 0V

+RQJHL /HH DQG LV FXKQLWHKGYEH GHWHUPLQHGQW K BWKIORNVK PIQAJ OV /HH VDWLVILHV WKH
F RI WKH /LVWLQJ 5XOHV RI WKH 1DVGDT *OREDO ODUNHW 7KH QRPLQDWLQJ FRPPL

GLUHFWRUV DQG LQ GHWHUPLQLQJ WKH FRPSRVLWLRQ RI WKH ERDU® PR®J LRWK FIRIP\W KW@

UHFRPPHQGLQJ QRPLQHHVY WR WKH ERDUG IRU HOHFWLRQ RU UH HOHFWLRQ WR Wk

UHYLHZLQJ DQQXDOO\ ZLWK WKH ERDUG WKH FXUUHQW FRPSRVLWLRQ RI WKH ERD!
DQG DYDLODELOLW\ RI VHUYLFH WR XV

VHOHFWLQJ DQG UHFRPPHQGLQJ WR WKH ERDUG WKH QDPHVY RI GLUHFWRUV WR VH
ZHOO DV RI WKH QRPLOQDWLQJ FRPPLWWHH LWVHOI DQG

PRQLWRULQJ FRPSOLDQFH ZLWK RXU FRGH RI EXVLQHVYV FRQIGXKM YCHIGI YW RIL FRVX UL (
SURSHU FRPSOLDQFH
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'"XWLHV HRFWIRWUV

8QGHU &D\PDQ ,REDQ@EWBPWRUY KDYH D FRPPRQ ODZ GXW\ RI OR\DOW\ WR DFW KRQH"
DOVR KDYH D GXW\ WR H[HUFLVH WKH VNLOO WKH\ DFWXDOO\ SRVVHVVY DQG VXFK FDUH D
FLUFXPVWDQFHV ,Q IXOILOOLQJ WKHLU GXW\ RI FDUH WR XV RXU GLUHFWRUV PXVW HQV

7THUPV RHFWMRUV DQG 2IILFHUV

2XUIRFHUVY DUH HOHFWHG E\ DQG VHUYH DW WKH GLVFUHW L RQFRI DX LHEFRRODEQRY 20 L XGHF
DUH UHPRY HG HURPVBHFLDO UHVROXWLRQ RU WKH XQDQLPRXV ZULWWHQ UHVRID OWWRP R\
DPRQJ RWKHU WKLQJV WKH GLUHFWRU EHFRPHV EDQNUXSW RU PDNHV DQ\ DUUDQJHPF
RI XQVRXQG PLQG

" (PSQR\HHYV
7KH IROORZLQJ WDEOH VHWV IRUWK WKH QXPEHUV RI RXU HPSOR\HHVY FDWHJRUL]HG

1XPEHU

) XQFWLRQV (PSOR\HHV
ODQDJHPHQW
&XVWRPHU VHUYLFHV DQG RSHUDWLRQV
(QJLQHHULQJ DQG PDLQWHQDQFH
5HVHDUFK DQG GHYHORSPHQW
6DOHV DQG PDUNHWLQJ
*HQHUDO DQG DGPLQLVWUDWLRQ
7RWD O
:H KDG D WRWDO RI DQG HPSOR\HBQ®V RI UHRHSAHEHAUL Y HO\

:H KDYH GHYHORSHG D FRUSRUDWH FXOWXUH WKDW HQFRXUDJHV LQLWLDWLYH WHFK
HPSOR\HHV SHUIRUPDQFH DQG SURYLGH WKHP ZLWK WUDLQLQJ VHVVLRQV WDLORUHG WEFk

$V UHTXLUHG E\ UHJXODWLRQV LQ &KLQD ZH SDUWLFLSDWB L@ & EY PROQW FHLPSIOR DHHG V9
LQFOXGLQJ SHQVLRQ XQHPSOR\PHQW LQVXUDQFH FKLOGELUWK LQVXUDQFH H PWN WHJ X
35& ODZ WR PDNH FRQWULEXWLRQV WR HPSOR\HH EHQHILW SODQV DW VSHFLILHG SHUFHC
PD[LPXP DPRXQW VSHFLILHG E\ WKH ORFBOKDR WHLRFRUHXGHE | URPWMMHPBIJWRHWRL\WH 50 %
UHWLUHPHQW EHQHILMW¥HBYV RRG BLHAFWRWVRIDY UHTXLUHG XQGHU 35& O MZEH ORBI YAHK W KI
PDLQWDLQ D JRRG ZRUNLQJ UHODWLRQVKLS ZLWK RXU HPSOR\HHV DQG ZH KDYH QRW HJ[S

( B6KMU2ZQOHUVKLS
& ODSV&RPPRQ ¥ DU

$V RI ODUFK ZH KDG $ FRPPRQOUKDWHY RXWVWDQGLQJ ,Q DGGLWLRQ DV RI 0Dl
RSWLRQV WR SXUFKDVH D$WRWPPB®RIVKDUHY &O0ODVV UHVWULFWHG VKDUHV DQG ul
RILFHUV RWKHU HPSOR\HHV DQG FRQVXOWDQWY )RU LQIRUPDWLRQ UHJDUGLQJ WKH 6KD
2ILFHUV
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&ODVV % &RPHARQ 6KDU
$V RI ODUFK ZH KDG &ODVV % FRPPRQ VKDUHV RXWVWDQGLQJ

%HQHILFLDO 2ZQHUVKLS
7KH IROORZLQJ WDEOH VHWYV IRUWK LQIRUPDWLRQ FRQFHUQLQJ WKH EHQHILFLDO RZC
HDFK RI RXU GLUHFWIRBMNWOQ ®QEGHFXWLYH RI
HDFK SHUVRQ NQRZQ WR XV WR EHQHILFLDOO\ RZQ PRUH WKDQ RlI RXU FRPPRQ \
%YHQHILFLDO RZQHUVKLS LV GHWHUPLQHG LQ DFFRUGDQFH ZLWK WKH UXOHY DQG UHJ
SHUVRQ DQG WKH SHUFHQWDJH RZQHUVKLS RI WKDW SHUVRQ ZH KDYH LQFOXGHG VKDUH

ZLWKLQ GD\V DIWHU 0DUFK WKH PRVW UHFHQW SUDFWLFDEOH GDWH LQFOXGLQJ
DQ\ RWKHU NNHRHJ VWD UHVU KRARIWW HQFOXGHG LQ WKH FRPSXWDWLRQ RI WKH SHUFHQWDJH

7KH FDOFXODWLRQV LQ WKH WDEOH EHORZ DVVXPH WKDW WKHUH ZHUH FRPF
&ODVV $ &ODVV %
&RPPRQ BKDU &RPPRQ BKDU 7TRWDO &RPPHRW 6KDUWRWDO
%HQHILFLDOO\ %HQHILFLDOO\ %HQHILFLDOO\ 9RWLQJ
2ZQHG 2ZQHG 2ZQHG 3RZHU
1XPEHU 1XPEHU 1XPEHU
'LUFWRUV DQG ([HFXWLYH 2IILFHUV
-XQ /HL
'DYLG ;XHOLQJ /L
4LQ /LX

$OH[DQGHU %DUUHWW +DUWLJDQ
-HQQ\ +RQJI/HH

7RQ\ %LQ =KDR

(ULF +H

-LQ &DR

5RQJMLH 'RQJ

3HWHU $QGUHZ 6FKORVYV

3HQJ ZQJ

$00 GLUHFWRU VI DRH Y [BI ¥ XONVLYRIXS|

3ULQFLS B RRX®WU V
7RS %UDQG +ROGLQJV /LPLWHG
<<0( /ILPLWHG
ORUQLQJVLGH &KLQD 707 )XQG , / 3
6WHDP EHRMWXOHV $VLD / 3
*UDQLWH HMQRKL®I\®
7LJHU *OREDO 6L[ << +ROGLQJV
)DYRU 6WDU /LPLWHG

I1RWHV

([FHSW IRUQ@UHLALOQY /LX$SOH[DQGHU %DUUHWW +DHW L BIBIQGRIDI M HQ RRGR@®L :$QGUHZ 6FK
0U 3HQJI2®QJ WKH EXVLQHVV DGGUHVV RILRKNU\VGLY HFR/ BDQ OEXEDE] HRAXHDIW HY R, Q G X VW U
$YHQXH OLIEDGXXH TVWULFW *XDQJ]KRX 35&

7KH DJJUHJDWH QXPEHU RI FRPPRQ VKDUHV EHQHILFLDOO\ RZQHG E\ HDFK Rl WKHVH 1
YRU HDFK SHUVRQ DQG JURXS LQFOXGHG LQ WKLV FROXPQ SHUFH® WPRPRRZQKDVYKYSEI
RZQHG E\ VXFK SHUVRQ RU JURXS LQFOXGLQJ VKDUHV WKDW VXFK SHUVRQ RU JURXS
L ZKLFK LV WKH WRWRPPRRPEKDURIVERWVVWDQGLQJ DV RI ODUFX FRPPR QD QG|
VXFK SHUVRQ RU JURXS KDV WKH ULJKW WR DFTXLUH ZLWKLQ GD\V Rl ODUFK
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JRU HDFK SHUVRQ DQG JURXS LQFOXGHG LQ WKLV FROXPQ SHUFHQWDJH RZQHUVKLS I
RZQHG E\ VXFK SHUVRQ RU JURXS E\ EHLQJ WKH WRWDO QXPEHU RI &0DVV %
S5HSUHVHQWY WEH QX6P&RID¥OYD¥ WRPPRQ VKDUHV EHQHILFLDOO\ RZQHG E\ VXFK SHUVRI
JRU HDFK SHUVRQ DQG JURXS LQFOXGHG LQ WKLV FROXPQ SHUFHQWDJH RZQHUVKLS I
E\ VXFK SHUVRQ RU JURXS E\ WKH VXP RI WKH QXPEHU RI FRPPRQ VKDUHV RXWVWDQ(
DFTXLUH XSRQ H[HUFLVH RI WKH VWRFN RSWLRQV RU ZDUUDQWYV ZLWKLQ GD\V DIWH
JRU HDFK SHUVRQ RU JURXS LQFOXGHG LQ WKLY FROXPQ WKH SHUFHQW® DR | QDWW B (
VKDUHV KHOG E\ VXFK SHUVRQ RU JURXS ZL$VR QG & BDIDNVWV % R RRPORRB| \RKDIU R X WDWWFD@HS E(
FRPPRQ VKDUHV LV HQWLWOHG WR RQH YRWH SHU VKDUH (DFK KROGHU RI RXU &ODV\
VKDUHKROGHUYV YRWH 2XU &ODVV % FRPPRQ VKDUHV B URFRRQ HKW U HCRRBWE DRELNVIIRF
&OBVWRPPRQ VKDUHVY DUH QRW FRQYHUWLEOH LQWR &0ODVV % FRPPRQ VKDUHV XQGHU

5HSUHVHQWLQJ D &O0DVV R SF RRDREG HRIDEH\WQ KHOLP EWRAG D %9, FRPSDQVHK®
E &GO BRRFPRQ VKDUHVY UHSUHVHQWHG IH\OLDW H$RE VIKKHHO BEX KL Q B VIVIHIL GLOU HADVWQ R K
7RZHU $ WKRKORRRDQJ 'LVWULFW %HLMLQJ 358&

SHSUHVHQWLQJ &ODVV % FRPPRQ VKDUHV KHOG E\ <<0( /LPLWHGL D %9, FRPSL
SHSUHVHQWLQJ &O0DVV % FRPPRQ VKDUHV KHOG E\ )DYRU 6WDU&Q@PVWHGFRPPFR

KHOG E\ 5LFRPD[ /LPLWHG DQG .R QWARGODILPWWY R | JB'Y B H FAMLDYH OBFROLDWGY% FRE PRQ VKD
ORUQLQJVLGH &KLQD DO7LXXQB D GIBUHFWRU RI RXU FRPSDQ\ MRLQWO\ DSSRRQE@GNMH® \EH
EXVLQHVV DGGIWHYV RR OU /DQH $QIX 5RDG 6KDQJKDL 35&
5HSUHVHQWLQJ &ODVV % FRFRRO R DK BV H\W G HSUHAH Q W H G HEQ Vi X8U/H K HIDIGE+ B U/GAY HIDP E R
RXU FRPSDQ\ DSSRLQWMIQ® XU BW WKBERPBLOHVV DOGWHUB@RLULF R 8QLW YH 20 &F
5RDG 6KDQJKDL 35&
5HSUHVHQWLQJ D $ FRPPR&OWDRDUHY UHSUHVHQWHG E\ $'6V SOXV & ODNY WX B R
/ 3DQG LL $ FROPRQ VKDUHY UHSUHVHQWHG E\ $'6V SOXV &0ODVV % &RPMDRQ
LLL UHVWULFWHG VKDUH XQLWVY JUDQWHG WR 0V /HH WKDW KDYH IXOO\ OIWWUI
/ 3DQG **9 ,,, (QWUHSUHEHMXEXVDQHYY DGGUHVV RI OYR/HE LVE&SQ@WWEKXM $3XGRQJ 'LVWL
35&
5HSUHVHQWLQJ &0ODVV % FRPPRQ VKDUHV DQG &0ODVV $ FRPPRQ VKDUH)
GD\V DIWHU ODUFK KHOG E\ << 7<</IZRLMWPIGW BG%IOY KRMAPOGWHO\ ZKROO\ RZQHC
OU =KDRDPL@=KDR LV GHHPHG WR KROG WKH LQYHVWPHQW SRZHU RYHU R\NK HAWQ X\K\B R
PQJFKHQJ &UHDWLYH ,QGXVW Y\HORKGIHO LIGRGYKHH +KDWUI KW *XDQJI]KRX 35&
5HSUHVHQWLQJ &ODVV % FRPPRQ VKDUHV KHOG B - &-Q VQRVUHA DM ILFHRGHAD WL PLLR\LR\GH
E\ D WUXVW HVWDEOLVK & BR IFOP MMED RHIQH GLWMH RHBUVR KROG WKH LQYHVWPHQW SRZHU
(QWHUWDLQPHQW /LPLWHG LV IFQR FK BQ8ID&U MO DYGCH. QQ G X V WaY \H ORK®IHO LICRGYKHH +K DWW U3 X W

35&
5HSUHVHQWLQJ &ODVV % FRPPRQ VKDUHV DQG &ODVV $ FRPPRQ VKDUHV
YHVWHG ZLWKLQ GD\V DIWHU ODUFK KHOG E\ *UHHQ /HDI *OREDO /1RPQW H®& HDEJ
DGGUHVV RI *UHHQ /HDI *OREDO /LPLW HRX KX DF %RX ¥R Q BNDMHEIHR@WRHIW K ERPRSU ;LD QJ]KR X
35&
5HSUHVHQWLQJ &0ODVV % FER PFRID 8 KORUIHA/LRHY GLELWHG D %9, FRPSDQVHIKRTK
EXVLQHVV DREG®WHDWY RI+ROGLQJIV /LPLWHG LRZHER $XQ WHELKD R RIYXK LLWMDWILEW 7 %HLMLQJ
5HSUHVHQWLQJ &0ODVV % FRPPRQ VKDUHV KHOG E\ <<0( /LPLWHGL D7 %4, EBRASL
Rl <<0( /LPLWHG LV F R 'DYLG ;XHDQOQBKHQ % ZUGGMANY H ,Q6& XV W Y\HORGIHO LIGRGYKHH +X D W US
*XDQJ]KRX 35&

5HSUHVHQWLQJ&ODVV % FRPPRQ VKDUHV KHOG E\ 0RUGRQINVQ GHL & KL QDL DD7LAXPREOWA
ORUQLQJVLGH &KLG@DLWO7 F3QH 0RO GLIQUW DG & KLRAD/ 10¥ WXUQ FRQWUROOHG E\ 707 *HC
SDUWALKU/LX DQG -LDQPLQJ 6KL GLUHFWRUV RI 707 *HQHUDO 3DUWQHU /WG KDYH EH
WKH YRWLQJ DQG LQYHVWPHQW SRZHU RYHU VXFK VKDUHV KHOG E\ 707 *HQHUDO BDU'
+DQJ /XQJ &HQWBHWHUVRQ 6WUHHWRQA&DRYHZD\ %D\
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5HSUHVHQWLQJ D&ODVV % FRPPRQ VKDUHVQKNHKQG \E \{HWH DPERDW BRMAR/Q VKDUHV UHS
$'6V KHOG E\ 6\MBBWXERDWS 96VDH D BERDVW BV $WLBR Q& U R O O HIGQEN X6WHH/D $\EIRT3 DIDE\D JHI@ H U
ZKLFK LV LQ WXUQ FRQWQROXOHE AV 6DV HIVFVE RHDBMEHDPHERW MUHHU AV GD '8 FRQWUROOHG
GHHPHG WR KROG WKH YRWLQJ DQG LQYHVWPHQM\SREZHY AVGINPBKFEXWKDUINY B IGOENRY
$VLD LS FDRNHUV 639 PLPARHG 0DU\ 6 WUHHRZOHRWDQG &D\PDQ &D\PDQ ,VODQGYV

5HSUHVHQWLQJ D $ FRPPRODRIVUHY UHSUHVHQWHG E\ $'6V SOXV & O DN VWX B R
/ 3 DQG LL $ FROPRQ VKDUHV UHSUHVHQWHG E\ $'6V SOXV &ODVV % &RPRRE
RI *UDQLW Hi ®@VREJHVDIQ G/ *39 ,,, (QWUHSUHYHKRYWXRGQHG BQWHOWHW H/*& R EDWY % B ORIW.
%RQKDP +DQ\ 1DGD *OHQQ 6RORPDQ 7KRPDV 1J -L[XQ )RR -HQQ\ +RQJZHL /HH -HVV
9HQWXUHV / / & DQG DUH GHHPHG WR VKDUH WKH YRWLQJ DQG HMWHXWHPVH Q W&S R KHUER

HDFK RI *UDQHWQMW XOREDQG? *39 ,,, (QWUHSUHQHXUWDRGG+LBO 5RDG 6XLWH OHQOR
S5HSUHVHQWLQJ &O0ODVV % IFRAP ROREPDUHN KBIBER EERMDY 6/L[ << +ROGLQJV LV X
&KDUO&BRGHPDQ ,,, 7KH UHJLYMWHUYGKRED®GILH & HRRW\GELIYYN QL (EHEQH FOWXULWLXV

5HSUHVHQWLQJ &ODVV % FRPPRQ VKDUHV KHOG E\ )DYRU 6WDWAPYWEGFRPPR

KHOG E\ 5LFRPD[ /LPLWHG DQG .R WHRGOILPWWW QR JBYBHFOMD/WHOLPLWHG )DYRU 6WDU /
7HFKQRORJ\ ,QYHVWPHQWYVY /LPLWHG ZKLFK LV LHQYWNQHAKRROGRIIDH G ELWRGQLZRBIVX(
ORUQLQJIVLGIK)WYEHM +ROGLQJV /LPLWHG LV D IDPLO\ WUXVW HWVOKEIOQY KHMG EKBQY IG
YRWLQJ DQG LQYHVWPHQW SRZHU RYHU VKG@W X¥KBV HR &G IOEI E\/DRIUDH Q J 7 IKGIHE & \ELHIUHV
YORRH 3ULQFH GHYBOR®HGHY SLWURQQLHUV 0& ORQDFR

$V RI ODUFK Rl RXU FRPPRQ VKDUHVY ZHUH LVVXHG DQG RXWVWDQGLQ
&OBVWRPPRQ VKDUHV %DVHG RQ D UHYLHZ RI WKH UHJLVWHU RIZMHPEO UNYPDWE® YW L\H & | E
&O0DVV % FRPPRQ VKDUHV$DFR®PRQ VKDRBDWWHSUHVHQWLQJ DSSUR[LPDWHO\ R
WKUHH UHFRUG KROGHUV LQ WKH 8QLWH®RBWRQWHMKDDBY RH UHKKHOG RIUXN R PE\D'@ X $PH
GHSRVLWDU\ RI RXU $'6 SURJUDP 7KH QXPEHU RI EHQHILFLDO RZQ HWW RN KDXQU V8 Ko/ Q RP\H K
RI RXU FRPPRQ VKDUHV LQ WKH 8QLWHG 6WDWHMUHROH YRRIMROQU RJ[LLIMIWWNQ JURKPD R W KR O GVHIDM
'LUHFWRUV 6HQLRU ODQDJHPHQW DQG (PSOR\HHV % I&RABNQY?YB@WRRH{HRIIJUNWHFMWRWY DRG
HPSOR\PHQW DJUHHPHQWY ZH KDYH HOQOWHFHOMQWR ZLWK RXU VHQLRU H[HFXWLYH RI

2XU FRPPRQ VKDUHV D U$ FRIPALRGHH ¢ KLOQUHR/ &M@V ¥ O0DVV % FRBPARP FRKOQ UWH\WD UHROGUI \H Q V
VKDUH ZKLOH KROGHUV RI &0DVV % FRPPRQ VKDUHVY DUH HQWLWOHG WR WHQ YRWHYV SHI

:H DUH QRW DZDUH RI DQ\ DWUD § XERHP WHWWD&DMMM UHVXOW LQ D FKDQJH RI FRQWUF

,7(0  0%$-25 6+$5(+2/'(56 $1' 57/$ 3$57< 75$16%$&7,216
$ ODMRUWBKROGHUYV
30HDVH UHIHU WR ,WHP 'LUHFWRUV 6HQLRU ODQDJHPHQW DQG (PSOR\HHV ( 6KDUF

% O5HODWHGUIOUWDFWLRQV
&RQWUDFWXDO $UUDQJHPHQWYV

7KH 35& JRYHUQPHQW H[WHQVLYHO\ UHJXODWHY IRUHLJQ RZQHUVKLS RI DQG WKH OL
EDVHG VHUYLFHV VXFK D¥RPQOKZISWBD WRHWWH UHVWULFWLRQV ZH FRQGXFW RXW FRSHNJUDDNF
DUUDQJHPHQWVXZGIDN K XPHLUINKRY ¥ XDGXR DQG WKHLU UHVSHFWLYH VKDUHKROGHUYV

&RQWUDFWXDO $UUDQJHRERQRWY ZLWK %HLMLQJ 7

7KH IROORZLQJ LV D VXPPIBIGWRIEY W KR GWU D IF QW @FHRIML Q@ X U WIXEM K GLKOLG\D L | LROXLWD B/FG AR
%HLMX@D 7DQG WKH VKDUHKROGHUV RI %HLMLQJ 7
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$JUHHPHQWY WKDW WUDQVIHU HFRQRPLF EHQHILWYV WR XV
([FOXVLYH %XVLQHVNHPRRBMUDWLRQ $JU

8QGHU WKH H[FOXVLYH EXVLQHVV FRRSHUDWLRQ DJUHH DV DHP\N DIGHG %9biH ML RQ J+ X!
H[FOXVLYH ULJKW WRXSDRWHEKQRR RJHN IMKISBRUW EXVLQHVV VXSSRUNGD @& VARGIWX/O WIIKPI \k
WR EH GHWHUPLQHG E\ %HLMLQJ +XDQMX 6KLGDL IURP WLPH WR WLPH %HLMLQJ +XDQMX
SHUIRUPDQFH RI WKLV DJUHHPHQW 7KB D/ MARY BHH MHL B JS DXDEOHK BKBEDMILYIXBXWR DQRIWI
DQG DPRXQW RI WKH IHH SD\PHQWV VKDOO EH GHWHUPLQHG DW WKH VROH GLVFUHWLRQ
HIWHQGHG ZLWK %HLMEZQILWWHQMPROKLGPDWLRQ SULRU WR WKH H[SLUDWLRQ GDWH %HLN
DQ\ WLPH E\ SURYLGLQJ GD\V SULRD ZWKIL\®W HH GVE DHJFRI WIRMY &/ KM IUGK ROGHUV DUH HQW

([FOXVHLIFKQRORJ\ 6XISBRUROBQ\GEHHPHRMW $JU

8QGHU WKH H[FOXVLYH WHFKQRORJ\ VXSSRUW DQG WHFKQRORIJ\ VIXGDLHAHV MRINGIGRE Q
6KLGDL KDV WKH H[FOXVLYH MGIKWHFR GRIRRFLGCHXEFRRUWMLMQGIWHFKQRORJ\ VHUYLFHV UHO
+XDQMX 6KLGDL RZQV WKH H[FOXVLYH LQWHOOHFWXDO SURSHUW\ ULJKWV FUHDWHG &DD
%HLMLQJ +XDQMX 6KLGXGWMVURW/A YHMLHWMQRHEV, 7KH WHUP RI WKLY DJUHHPHQW ZLOO H[SLU
6 KL&DZULWWHQ FRQILUPDWLRQ SULRU WR WKH H[SLUDWLRQ GDWH %HLMLQJ +XDQMX 6KL
SULRU ZULWWHQ QBWLEKLWR % HIMBERIERWHIWIY. Y KDUHKROGHUY DUH HQWLWOHG WR WHUPI

$JUHHPHQWYV WKDMFWURMLFRQWWURGIRYHU %HLMLQJ 7
3RZHUV RI $WWRUQH\

8QGHU WKH LUUHYRFDEOH SRZHUV RI DWWRUQXH\DH [HP KK N & FEK\ VHHOF K H\KKREIDUGHKIR O S SR LRI
DWWRUQH\ LQ IDFW WR H[HUFKWN VXEOMKWIBBIKBOGHUW . WKRXW OLPLWDWLRQ WKH SRXKBUI
UHTXLULQJ VKDUHKROGHU DSSURYDO XQGHU 35& ODZV DQ&GDH JODFBWSLRRZHW [RQ & W W IR IDQUHN
WKH VKDUHKROGHU FHDVHV WR KKG® DQ\ HTXLW\ LQWHUHVW LQ %HLMLQJ 7

([FOXVLY H 2BMALHR@W

8QGHU WKH H[FOXVLYH RSWLRQ DJUHHPHQW EHWZHHQ %HLMG Q JD-OD %BBPMIHDRE B LR | VDK
LUUHYRFDEO\ JUDQWHG %HLMLQJ +XDQMX 6KLGDL RU LWV GHVLJQDWHG UHSUH YV HQMOIONR &
KLV RU LWV HTXLW\ XGWH%HYWVQLIQ+%BQMXQIKLGDL RU LWV GHVLJQDWHG UHSUHVHQWDW!L
LQ SDUW RIUWKR KD @ HL ML Q/J S-XIDRIUM X UALKA\B B DX BRQAKHDQWM K BEIG M U JVK P @ O VOFOW H/ R O CR WAKUHDX
HTXLW\ LQWHUHBKGDY TIQH%BHHMPR ®RI WKLY DJUHHPHQW LV WHQ \HDUV BRGH BL ¥EFHUHMLHERIG H G

(TXLW\HQW 130 HHGHIA-H QI

8QGHU WKH HTXLW\ LQOWHUHVW SOHGJH DJUHHPHQW EHWZHMNG D% MLHH @K B X B R RAE@BHKN
SOHGJHG DOO RI WKHLU HXXDWV R QaHH W QW ¥ X.IQ¥M M LAKLEIDT WR JXBWDRDEGH H WWK ¥ KDHIH RRE
WKHLU UHVSHFWLYH REOLJDWLRQV XQGHU WKH H[FOXVLYH EXVLQHVV FRRSHUDWLRQ DJU
VHUYLFHV DJUHHPHQW DQ GtSREGD\R R ILBW WRKDYPHMKROGHUV EUHDFK WKHLU FRQWUDFWXD(
DV WKH SOHGJHH ZLOO EH HQWLWOHG WR FHUWDLQ ULJKWV LQFOXIGIFQUMLWHK HR Q LWKW @RV
LQWHUHVWY ZHUH UHJLVWHUHG ZLWK WKH FRPSHWHQW DGPRLWLYMW ¥XRWLRQMRK $QI6&YRUM
RI %HLKMEGRJ 7
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&RQWUDFWXDO $UUDQJHPHQWY ZLWK *XDQJ]KRX +XDGXR

7KH IROORZLQJ LV D VXPPIBIBWRI W KR EGWUDRQYW MPRIQJ %HLMLQJ +XDQMX 6KLGDL *XDC
+XDGXR

$JUHHPHQWY WKDW WUDQVIHU HFRQRPLF EHQHILWV WR XV
([FOXVLYH %XVLQHVNHPRRBMUDWLRQ $JU

8QGHU WKH H[FOXVLYH EXVLQHVV FRRSHUDWLRQ DJUHHPHQW EHWZHHQ %HLMLQJ +XD
H[FOXVLYH ULJKW WR SURYLGH WR *XDQJ]KRX +XDGXR WHFKQRORJ\ VXSSRUW YV EEXWLEOHAY
VFRSH Rl ZKLFK LV WR EH GHWHUPLQHG E\ %HLMLQJ +XDQMX 6KLGDL IURP WLPH WR WLPH
UHVXOW RI WKH SHUIRUPDQFH RI WKLV DJUHHPHQW 7KH VHUYLFH IHH SD\DEOH E\ *XDQJ]
*XDQJ]KRX +XDGXR DQG WKH WLPLQJ DQG DPRXQW RI WKH IHH SD\PHQWY ZLOO EH GHWH!
DJUHHPHQW ZLOO H[SLUH LQ DQG PD\ EHVHIWHWWHG FRWKL®BPDWLEA D +SXULENM XWEK MATH. H [
GLVFUHWLRQ WR WHUPLQDWH WKH DJUHHPHQW DW DQ\ WLPH E\ SURYLGLQJ GD\V SULR
VKDUHKROGHUYVY DUH HQWLWOHG WR WHUPLQDWH WKH DJUHHPHQW

([FOXVHNFKQRORJI\ 6 XISBIRRVOBQ\GEHH P HEHW $JU

8QGHU WKH H[FOXVLYH WHFKQRORJ\ VXSSRUW DQG WHFKQRORJ\ VHUYLFHV DJUHHPHQ
+XDQMX 6KLGDL KDV WKH H[FOXVLYH ULJKW WR SURYLGH WR *XDQJ]KRX %HLMLQJ +XDGXF
LWV EXVLQHVY +XDQMX 6KLGDL RZQV WKH H[FOXVLYH LQWHOOHFWXDO SURSHUW\ ULJKW'
*XDQJ]JKRX +XDGXR WR %HLMLQJ +XDQMX 6KUGRVVYWHYRQXKNQIMKHRYWHNPGANRNKLY DIJUHHP
HIWHQGHG ZLWK %HLWEZQILWWBQVMEPRQKLGPDWLRQ SULRU WR WKH H[SLUDWLRQ GDWH %HLN
DQ\ WLPH E\ SURYLGLQJ GD\V SULRU ZULWWHQ QRWLFH WR *XDQJ]KRX +XDGXR ZKLOH
DIJUHHPHQW

$IJUHHPHQWY WKDMFWURMLFRDWWRO RYHU *XDQJ]KRX +XDGXR
3RZHUV RI $WWRUQH\

8QGHU WKH LUUHYRFDEOH SRZHUV Rl DWWRUQH\ H[HFXWHG E\ HDFK VKDUHKROGHU RI
LWV DWWRUQH\ LQ IDFW WRUHPHKWAL VI ¥XBR NKB X HKPGXRUYLQFOXGLQJ ZLWKRXW OLPLWD
*XDQJ]KRX +XDGXR UHTXLULQJ VKDUHKROGHU DSSURYDO XQGHU 35& ODZV DQG UHJXODW
DWWRUQH\ ZLOO UHPDLQ LQ IRUFH XQWLO WKH VKDUHKROGHU FHDVHV WR KROG DQ\ HTXL

([FOXVLYH 2tSMAHR@WSJU

8QGHU WKH H[FOXVLYH RSWLRQ DJUHHPHQW EHWZHHQ %HLMLQJ +XDQMX 6KLGDL HDF
VKDUHKROGHUYV LUUHYRFDEO\ JUDQWHG %HLMLQJ +XDQMX 6KLGDL RU LWV GHVLJQDWHG 1
DOO RU SDUW RI KLV RU LWV HTXLW\ LQWHUHVWY LQ *XDQJ]KRX +XDGXR %HLMLQJ +XDQWN
VXFK RSWLRQV HLWKHW KFRX®DW WL KU QUOS-MOROM XUAKEW B D FRQ VY QYW D UXXX@RRID & RX W X KE®RR V)J
RU RWKHUZLVH GLVSRVH WKHLU HTXLW\ LQWHUHVWY LQ *XDQJ]KRX +XDGXR 7KH WHUFRO
GLVFUHWLRQ
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(TXLW\HQW 130 HHGHIA-H IV

8QGHU WKH HTXLW\ LQWHUHVW SOHGJH DJUHHPHQW EHWZHHQ %HLMLQJ +XDQMX 6KLG
+XDGXR KDYH SOHGJHG DOO RI WKHLU HTXLW\ LQWHUHVWY LQ *XDQJ]JKRX +XDGXR WR %HI
VKDUHKROGHUVY SHUIRUPDQFH RI WKHLU UHVSHFWLYH REOLJDWLRQV XQGHU WKH H[FOXV
VXSSRUW DQG WHFKQRORJ\ VHUYLFHV, DIWHMHAKQ W DADC SRZHUYSY RU DWW REKQHHKROGHUV E
DIJUHHPHQWYV %HLMLQJ +XDQMX 6KLGDL DV WKH SOHGJHH ZLOO EH HQWLWOHG WR FHUVW
HIHFWLYH RQ WKH GDWH WKH SOHGJHG HTXLW\ LOQOWHUHVWYV ZHUH UHJLVWHUHG IHPWHKH YAHKK b
SOHGJRUV DUH QR ORQJHU WKH VKDUHKROGHUV RI *XDQJ]KRX +XDGXR

7TUDQVDFWLRQV ZLWK $IILOLDWHYV

,Q -XO0\ *XDQJ]KRX +XDGXR HQWHUHG LQWR D ORDQ DJUHHPHQW ZLWK =KXKDL 'DU
+XDGXR DJUHHG WR SURYLGH LQWHUHVW IUHH ORDQV RI XS WR 50% PLOOLRQ LQ WKH D
=KXKDL WREWLRQ *XDQJ]KRX +XDGXR KROGYV HTXLW\ LQWHUHVW LQ =KXKDL 'DUHQ =K
+XDGXR DQG 50% PLOWORROHE®PEHU =KXKDL 'DUHQ KDG UHSDLG WKH ORDQ LQ IXC

*XDQJ]JKRX +XDGXR DQG =KXKDL 'DUHQ KDYH RUDOO\ DJUHHG WR FRRSHUDWH ZLWK U}
'DUHQ DQG VKDUH UHYHQXHV JHQHUDWHG E\ WKH JDPH ,Q DGGLWLRQ LQ -DQXDU\ *.
XQGHU ZKLFK *XDQJ]JKRX +XDGXR DQG =KXKDL 'DUHQ DJUHHG WR FRRSHUDWH ZLWK UHVS}H
'DUHQ 8QGHU WKH DJUHHPHQW *XDQJ]JKRX +XDGXR DJUHHG WR SURPRWH DQG SURYLGH
SURYLGH VHUYLFHV UHODWLQJ WR UHVHDUFK GHYHORSPHQW XSJUDGH DQGDRIBLQWH QMX¢
DJJUHIJDWH RQOLQH JDPH UHYHQXHV VKDULQJ IURP =KXKDL 'DUHQ ZDV 50% PLOOLRQ 5

,Q DQG *XDQJ]KRX +XDGXR DQG *XDQJ]KR K FRKP@LFKD @R ,QI\RGPDRULRXODWJI]KRX 6KDQ:
FR ORFDWLRQ DJUHHPHQWY XQGHU ZKLFK *XDQJ]KRX 6KDQJKDQJ SURYLGHV *XIIHQUH QRXF+
&KLQD ,Q DGGLWLRQ *XDQJ]KRX +XDGXR DQG *XDQJ]JKRX 6KDQJKDQJ HQWHUHG LQWR WZ
*XDQJ]KRX 6KDQJKDQJ SURYLGHY FRQWHQW GHOLYHU\ QHWZRUN DFFHOHUDWLRQ V-KWQY LHL
FR IRXQGHU DQG FKDLUPDQ LQFOXGLQJ DSSUPRNMIP®WHDL Q E HQ H X B LBHLGHDRAAR), B)CWHN FAAURRD |
'"HFHPEHU DQG WKH EDQGZLGWK VHUYLFH WKDW *XDQJ]JKRX +XDGXR DFTXLUHG Il
PLOOLRQ DQ®LO®BDLRQ 86 PLOOLRQ UHVSHFWLYHO\

.LQJVRIW WKURXJK WKLUG SDUW\ DGYHUWLVLQJ DJHQFLHV KDV LQ WKH SDVW SODFH
VR LQ WKHIX@XUHWHEWO\ GHULYHG UHYHQXHYV WKURXJK VXFK WKLUG SDUW\ DGYHUWLVLQ
DQG ZKLFK DPRXQWHG WR 50% PLOOLRQ 50% PLOOLRQ D@UGX®%HL PROOWERQ RX® (
LV FXUUHQWO\ FKDLUPDQ QRQ H[HFXWLYH GLUHFWRU DQG PLQRULW\ VKDUHKROGHU RI .l

,Q -DQXDUXXDQJ]KRX +XDGXR HQWHUHG LQWR DQ DJUHHPHQWFW\W &QXHWWR 50%/%R PRIDIC
ZDV RZQHG/BHLOBKXKDL 4L $R SURYLGHYV SURIHVVLRQDO VHUYLFHYV DQG IDFLOLWLHV It}
LOQOWHUHVW LQ =KXKDL 4L $R LQ H[FKDQJH IRU D SD\PHQWLRI 50% PLOOLRQ 86 PLOOL

,Q JHEUXDUWXDQJ]KRX +XDGXR HQWHUHG LQWR DQ DJUHHPHQW WR HEKBRWFRBII&R P LD
. XDLNXDL ZKLFK ZDV LQGLUHFWO\ RZQHG E\ .LQJVRIW 8SRQ VXFK LQYHVWPHQW ZH F
UHVSHFWILWHKONKH UHPDLQLQJ HTXLW\ LQWBEKBYWXPZQMNOGLES DRWKGHE® BROWQH JDPH W
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,Q 1IRYHPEHUXDQJ]KRX +XDGXR HQWHUHG LQWR D BRO@RDRIN HMRH QMW G L W & KXKKOOKLD LH THT
*XDQJ]KRX +XDGXR ZDV WR SURYLGH DQ LQWHUHVW | UXGIDOLRDYH WRHK EB® L PHDX L RIQ 0LDQ FL
LOQWHUHVW LQ =KXKDL /HTX *XDQJ]JKRX +XDGXR SURYLGHG ORDQV WR =KXKDL /BIJ® E\ 50!
UHVSHFWHSBPHQW RI 50% PLOOLRQ 86 P L OB LLRHIG XEDN\G BRXHQ HPTIXG M/ \L RR PIGR RO R &RX

E\ WUDQVIHUULQJ RI LWV HTXLW\ LQWHUHVW ZH KHOG WR KQ\RO RRIX &GRXYW @Y R3 L'E
WKLV ORDQ DJUHHPHQW ZDV 50% PLOOLRQ 86 PLOOLRQ

,Q -XO0\ ZH VROG RXU HTXLMQJISGWQH U 8 VRF R QWER@[BROSDQ\ /LPLWHG WR ;LDRPL &F
RI 50% PLOOLRQ 86 /HLLOXOQLRRXUOER IRXQGHU DQG FKDLUPDQ LV FXUUHQWO\ FKDLUPI

,QYHVWRUV BHPKMW $JU

,Q FRQQHFWLRQ ZLWK RXU LVVXDQFH RI VHULHV $ % & DQG & SUHIHUUHG VKDUHV
ULJKW RI ILUVW UHIXVDO DQG FR MIHO HQLY HWWHPH\Q W LIK $X/I PVWHHPHQW ZDV HQWHUHRB @I
&KLQHVH HQWLWLHV FHUWDILRHG VU QPWIRA\GDR B OH[GFXMHEBHOR P4 L Q =K DRLIQ&GD®RU )DYRU 6V
ORUQLQJVLGH &KLQD 76®WHREGERDYBENYV $YUDQL\W H QWMREDH 8%9 /,,3 (QWUH S UH Q BRIGVH )X OGRE 8
<< +ROGLQJV

8QGHU WKH LQYHVWRUV ULJKWV DJUHHPHQW DQG RXU DPHQGHG DQG UHVWDWHG PHF
VKDUHKROGHUY DUH HOWLWOHG WR UHJLVWUDWLRQ ULJKWV DQG FHUWDLQ SUHIHUHQWLI
XSRQ WKH FRPSOHWLRQIRUIRXU LQLWLDO SXEOLF RI

SHILVWUDWLRQ 5LIKWV

3XUVXDQW WR RXU LQYHVWRUV ULJKWYV DJUHHPHQW ZH KDYH JUDQWHG FHUWDLQ UH
VKDUHY HQWLWOHG WR UHJLVWUDWLRQ ULJKWV SXUVXDQW WR WKH LQYHVWRUV
XQGHU WKH DJUHHPHQW

'"HPDQG 5HILVWUBWLIR@\ SMURWYROORZLQJ 0D\ XSRQ D ZULWWHQ UHTXHVW IURP
KHOG E\ RXU WKHQ SUHIHUUHG VKDUHKROGHUVY ZH VKDOO ILOH D UIHHIL \D\® GDW\DLARHY R/IVWADRAHE
VHFXULWLHY KHOG E\ WKH UHTXHVWLQJ VKDUHKROGHUY DQG RWKHIH KIR@IG HK WW.RH URHRI.K Wy

RI WKH WKHQ RXWVWDQGLQJ UHIJLVWUDEOHHRMHRXUSWILIHY \RR WIKW KSX BE@ D RQID\WE CRH B ) W/
PLOOLRQ 5HJLVWUDEOH VHFXULWLHV LQFOXGH DPRQJ RWKHUV RXU FRPPRQ VKDUHV QR
RI WKH SUHIHUUHG VKDUHV

+RZHYBEH DUH QRW REOLJDWHG WR SURFHHG ZLWK D GHPDQG UHJLUWWWBW LR Q HJILXNWKI
BHFXULWLHV $FW SXUVXDQW WR WKH H[HUFLVH RD YK W KR QG HKW W5R1 BBIQKSU Ul OLL\QN URJ WL B
RXU ERDUG Rl GLUHFWRUV GHWHUPLQHV LQ JRRG IDLWK WKDW WKH ILOLQJ RI D UHJLVWU
ULJKW PRUH WKDQ RQFH LQ DQ\ PRQWK SHULRG

JRUP ) 5HJLVWUDWHRQZHLDKWWHOLJLEOH IRU UHJLVWUDWLRQ RQ )RUP ) XSRQ D ZUL
E\ RXU WKHQ SUHIHUUHG VKDUHKROGHUV ZH VKDOO ILOHJIDQBJIV B WK RW MRCH VUMD WAHP H R By
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:H DUH QRW REHFW MDWHR® MR HUHILVWUDWLRQ DPRQJ RWKHU WKLQJVIHHAWHGKD YUHH JZ MV
WKH 6HFXULWLHV $FW SXUVXDQW WR WKH H[HUFLVH RI WKH KROGHUV )RUP ) UHJLVWUL
SXEOLF RI OHVV WKDH) 8BYH WKGOOWREW WR GHIHU ILOLQJ RI D UHJLVWUDWLRQ VWDWHPH
WKH GLUHFWRUY DSSRLQWHG E\LWKH SOREBOUHG ¥YKDBBOICRQGWUGHMNHUPLQHY LQ JRRG IDI
EH PDWHULDOO\ GHWULPHQWDO WR XV EXW ZH FDQQRW H[HUFLVH WKH GHIHUUDO ULJKW

3LJJ\EDFN 5HJLVWUDAWLBQRBIRKAVWR ILOH D UHJLVVAULR W I RQ R YD WRIPPRQ M RD UM & XRED [
RQO\ IRU UHJLVWUDEOHHVHKKOGWUMWIZHHBXVWUDIEOH VHFXULWLHY DQ RSSRUWXQLW\ WR
VHFXULWLHYV 7KH XQGHUZULMHUM KDFG\WIQH HU ZKWWWRH QLRILW WKH QXPEHU RI VKDUHYV Z
VWDWHPHQW VXEMHFW WR FHUWDLQ OLPLWDWLRQV

([SHQVHV RI 5HIJHVALODWIIIRQ@ OO H[SHQVHV UHODWLQJ WR DQ\ GHPDQG )RUP ) RU SL

7HUPLQDWLRQ RI: BEECKDO® KPQYW QRHRROD QD VBHP@ QR HRUP ) RU SLJJ\EDFN UHJLVWUI
RIHULQJ E LI LQ WKH RSLQLRQ RI FRXQWWOVWRKXWHJ DWW W IDEFWHR U H RXRJ MWK IHH K ROUWGRBLIR V H G
5XOH RU DQRWKHU VLPLODU H[HPSWLRQ XQGHU WKH 6HFXULWLHV $FW LQ RQH WUDQVL
HYHQW

(PSOR\PHQHM BHQ WV

6HH ,WHP 'LUHFWRUV 6HQLRU ODQDJHPHQW DQG (PSOR\HHM RbU \& RPSE BNMBWH. QW VR ||
GHVFULSWLRQ RI WKH HPSOR\PHQW DJUHHPHQWYV ZAZHFKNWH HQWHUHG LQWR ZLWK RXU VHC

BKMU,QFHQWLYHV

6HH ,WHP 'LUHFWRUV 6HQLRU ODQDJHPHQW DQG (PSOR\HHMW B6U \& RIRSHD \GHV ERIQ SRA L
FRPSHQVDWLRQ DZDUGV ZH KD YIHFHDWQNEG RRKRNULQIGUWEWRDUV IV D JURXS

6HH IRRWQRWH WR RXU ILQDQFLDO VWDWHPHQWYV IRU IXUWKHU LQIRUPDWLRQ DERX

& LOWHHV/WY RIE([SHUWV DQG &RXQVHO
1RW DSSOLFDEOH

7(0 ),1$1&,%$/ ,1)25081
$ &RQVROLGDWHG 6WDWHPHQWY DQG 2WKHU )LQDQFLDO ,QIRUPDWLRQ
6HH ,WHP JLODQFLDO 6WDWHPHQWYV

/HIDRBHHGLQJV

:H DUH QRW FXUUHQWO\ D SDUW\ WR DQ\ SHQGLQJ PDWHULDO OLWLIJDWLRQ RU RWKH!I
OHJDO SURFHHGLQJ WKDW PD\ KDYH D PDWHULDO DGY HWVPDLPFESD VWERIH R UVRXYD Q HR X VRC
DUH LQFLGHQWDO WR RXU RUGLQDU\ FRXUVH RI EXVLQHVV

'LYLGHQG 3ROLF\

:H KDYH QRW SDLG GLYLGHQG LQ WKH SDVW DQG GR QRW KDYH DR \FXUNWRQRQWD \S OPWQ HA
QRW DOO RI RXU DYDLODEOH IXQGVY DQG DQ\ IXWXUH HDUQLQJY WR RSHUDWH DQG H[SDQ
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:H DUH D KROGLQJ FRPSDQ\ LQFRUSRUTODN UG REIQLWH K- RDABBQ GVODRBW XU 35& VXEVLG
DQ\ SD\PHQW RI GLYLGHQGYVY WR RXU VKDUHKROGHUV 35& UHJXODWLRQV PD\ UHVWULFW \
LQIRUPDWLRQ ' 5LVN )DFWRUV 5LVNV 5HODWLQJ WR 2XU &RUSRUDWH 6WUXFWKXOHDMNHG 25
VXEMHFW WR UHVWULFWLRQV RQ SD\LQJ GLYLGHQGV RU PDNLQJ RWKHU SD\PHQWV WR XV
,QIRUPDWLRQ RQ WKH &RPSDQ\ % %XVLQHVV 2YHUYLHZ 35& 5HIXODWLRQ 5HIXODWLRQ RI

2XU ERDUG RI GLUHFWRUV KDV FRPSOHWH GLVFUHWLRQ RQ ZKHWKHU WR GLVWULEXW
GLUHFWRUV GHFLGHV WR SD\ GLYLGHQGV WKH IRUP ITUHTXHQF\ DQG DPRXQW ZLOO GHSH
JHQHUDO ILQDQFLDO FRQGLWLRQ FRQWUDFWXDO UHVWULFWLRQV DQG RWKHU IDFWRUV \
KROGHUV WR WKH VDPH H[WHRRWP PRQKRIOGWHHW RIXENMH R WR/ WKH WHUPV RI WKH GHSRVLW
WKHUHX@8HUWHP '"HVFULSWLRQ RI 6HFXULWLHVY 2WKHU WKDQ (TXLW\ 6HFXULW LFHRP P R®
VKDUHV Z2L100QEH SDLG LQ 8 6 GROODUYV

% O6LIQLILFDQW &KDQJHV

([FHSwW DV GLVFORVHG HOVHZKHUH LQ WKLY DQQXDO UHSRUW ZH KDYH QRW H[SHULH:!
VWDWHPHQWY LQFOXGHG LQ WKLY DQQXDO UHSRUW

,7(0 7+(2))(5 $1' /,67,1*
$ 211HULQJ DQG /LVWLQJ 'HWDLOV

6HH & ODUNHWY DQG ,WHP '"HVFULSWLRQ RI 6HFXULWLHV RWKHUHWKD® O XGLWD\OG |
VKDUH VWUXFWX$ H RRPRIQL N K ROHDWHDW H BWILQJ ULIJKWV WKDQ &0ODVV % FRPPRQ VKDUHV
ZKHUHDY% &8PFWRQ VKDUHVY DUH HDFK HQWLWOHG WR RQH YRWH 6HH ,WHP .H\ ,QIRUPDYV
FRPPRQ VKDUH VWHNRWWUHRIALMO)KI GLUKWY ZLOO OLPLW \RXU DELOLW\ WR LQIOXHQFH FRU
FRQWURO WUDQVDFWLRQYW PRRPRXKXRROBBIKYW RO ®R$U6 ¥ PIDMWLHZ DV EHQHILFLDO

% 30DQ RI 'LVWULEXWLRQ
1RW DSSOLFDEOH

& ODUNHWYV

2XU $'6V HDFK UHSUHVBB(WRP®R @/ XKOQWHEOPNYYH EHHQ OLVWHG RQ WKH 1DVGDT *OREL
VIPERO << 7KH IROORZLQJ WDEOH SURYLGHV WKH KLJK DQG ORZ WUDGLQJ SULFHV IRU R

7UDGLQJ SULFH

+LJK /IRZ
86 86

$QQXDO +LJK DQG /RZ

JLVFBO WK IURP 1RYHPEHU

A4XDUWHUO\ +LJKV DQG /RZV

JRXUWK )LVFDO 4XDUWHU RI IURP 1RYHPEHU

JLUVW )LVFDO 4XDUWHU RI

6HFRQG )LVFDO 4XDUWHU RI XQWLO $SULO

ORQWKO\ +LJKV DQG /RZV

1RYHPEHU IURP 1RYHPEHU

'"HFHPEHU

-DQXDU\

YHEUXDU\

ODUFK

$SULO XQWLO $SULO
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' 6HOO L CHKRKIIBHUV
1RW DSSOLFDEOH

( 'LOXWLRQ
1RW DSSOLFDEOH

) (I[SHQVHYVY RI WKH ,VVXH
1RW DSSOLFDEOH

,7(0 $'',7,21%/ ,1)250%21
$ 6KMHU&DSLWDO
1RW DSSOLFDEOH

% OHPRUDQGXP DQG $UWLFOHV RI $VVRFLDWLRQ

:H DUH D &D\PDQ ,VODQGND EFRVY DG\ DRYGH BAH@OE\ RXU PHPRUDQGXP DQG DUWLFOHV R
DPHQGHG RI WKH &D\PDQ ,VODQGV UHIHUAKHG| R/RORZ WRKIHD &RIP\E DR MY LHVZ FEIHOHREZWDLQ S
DVVRFLDWHIRY D) Il WKH GDWH RI WKLY DQQXDO UHSRUW LQVRIDU DV WKH\ UHODWH WR V

SHILHWHMUILFH DQG 2EMHFWYV

2XU UHJLVIWHUIHEG VRKH &D\PDQ ,VODQXXWWVEBRREDWHX&DWRBRGCGDAQLWHGCG &ULENHR[6TXDHU
&D\PDQ .<, &D\PDQ ,VODQGY 7KH PHPRUDQGXP RI DVVRFLDWLRQ SURYLGHV LQWHU DOLEL
DPRXQW IRUDWKH WLPH EHLQJ XQSDLG RQ WKH FRPPRQ VKDUHV 7KH REMHFWYV IRU ZKLFK
LQYHVWPHQW FRPSDQ\ DQG ZH VKDOO KDYH DQG EH FDSDEOH RI HIHUFLVLQJ DOO WKH I
SURYLGHG LQ VHFWLRQ RI WKH &RPSDQLHV /DZ DQG LQ ZH HZ RO \QRMW I\WEWN GMKIDQV VZKIHD
SHUVRQ ILUP RU FRUSRUDWLRQ H[FHSW LQ IXUWKHUDQFH RI RXU EXVLQHVV FDUULHG RQ

%RDUG RFWRUV
6HH ,WHP 'LUHFWRUV 6HQLRU ODQDJHPHQW DQG (PSOR\HHWHE&P % RD ULGJ B BIl/RWWF¥BI @ C

&RPPRQ BKDU
*HQHUDO

2XU FRPPRQ VKDUHV D U$ FRIPYAREM @ KBUWHR/ &M@V EODVV % FRBEBPRRPRFRDWKD UHRWO BB B V& RI
ZLOO KDYH WKH VDPH ULJKWV H[FHSW IRU YRWLQJ DQG FRQYHUVLRQ ULJKWV 7KH KROGH
WKHLU $'6V IRU FDQFHOODWLRQ DQG ZLWKGUDZD® HRRRPFP RUK N KITHERW DW B WKHOELIOQ W F ER UX
GHSRVLW DJUHHPHQW LQ RUGHU WR H[HUFLVHPRFPRXRRODBHY TKH KIS R Q LUWDMB HAVD @ IDV
FDXVH WR EH YRWHG $WARPPRQ XMXW RHWOBBVHVHQWHG E\ $'6V LQ DFFRUGDQFH ZLWK WKH
$'6V
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$00 RI RXU RXWVWDQGLQJ FRPPRQ VKDUHV DUH IXOO\ SDLG DQG QRQ DVVHVVDEOH &
VKDUHKROGHUV ZKR DUH QRQ UHVLGHQWYV RI WKH &D\PDQ ,vODQGV PD\ IUHHO\ KROG DQC

OHHWLQJV

6KDUHKROGHUV PHHWLQJV PD\ EH FRQYHQHG E\ D PDMRULW\ Rl RXU ERDUG RI GLUHF
UHTXLUHG IRU WKH FRQYHQLQJ RI RXU DQQXDO JHQHUDO PHHWLQJ DQG DQ\ RWKHU JHQH
FRQVLVWY RI DW OHDVW RQH RU PRURHUVKDRUMKIR GG MH RS DHWKIIMUH RROBHSWURHMLQJ D FRUSR
UHSUHVHQWLQJ QRW OHVV WKDQ RQH WKLUG LQ QRPLQDO YDOXH RI WKH WRWDO LVVXHG

IRWZLWKVWDQGLQJ WKDW D PHHWLQJ LV FDOOHG E\ VKRUWHU QRWILW H WK® & WV & B WPRP
GXO\ FDOOHG LI LW LV VR DJUHHG D LQ WKH FDVH RI D PHHWLQJ FDOOHG DV DQ DQQXD
DQG E LQ WKH FDVH RI DQ\ RWKHU PHHWLQJ E\ D PDMRULW\ LQ QXPEHU RI WKH VKDUHK
KROGLQJ QRW OHVV WKDQ LQ QRPLQDO YDOXH RI WKH LVVXHG VKDUHV JLYLQJ WKDW U

1R EXVLQHVV RWKHU WKDQ WKH DSSRLQWPHQW RI D FKDLUPDQ PD\ EH WUDQVDFWHG
EXVLQHVV WZAHDHVHQFH RI D TXRUXP ZLOO QRW SUHFOXGH WKH DSSRLQWPHQW RI D FKI
FKDLUPDQ SUHVLGLQJ PMHWQQYKDUHKROGHUYV

$ FRUSRUDWLRQ EHLQJ D VKDUHKROGHU VKDOO EH GHHPHG IRU WKH SXUSRVH RI RXU
UHSUHVHQWDWLYH EHLQJ WKH SHUVRQ DSSRLQWHG E\ UHVROXWLRQ RI WKH GLUHFWRUV
JHQHUDO PHHWLQJ RU DW DQ\ UHOHYDQW JHQHUDO PHHWLQJ RI DQ\ FODVV RI RXU VKDUH
SRZHUV RQ EHKDOI RI WKH FRUSRUDWLRQ WKDW KH UHSUHVHQWY DV WKDW FRUSRUDWLR

7KH TXRUXP IRU D VHSDUDWH JHQHUDO PHHWLQJ RI WKH KROGHUV RI D VHSDUDWH FO

2XU DUWLFOHV RI DVVRFLDWLRQ GR QRW DOORZ RXU VKDUHKROGHUYVY WR DSSURYH PD
ZLWKRXW D PHHWLQJ

SRWLQJ 5LIKWV

,Q UHVSHFW RI DOO PDWWHUV UHTXLSUERRB FCR § K\DKILHKHR O G HHIQW LWROWHHG WIRFR GO RWH D (
WHQ YRWHV YRWLQJ WRJHWKHU DV RQH FODVV $W DQ\ VKDUHKROGHUV PHHWL@ W KH AD
VKDUHKROGHU EHLQJ D FRUSRUDWLRQ E\ LWV GXO\ DXWKRUL]J]HG UHSUHVHQWDWLYHRUWV KI
FDVH RI D VKDUHKROGHU EHLQJ D FRUSRUDWLRQ E\ LWV GXO\ DXWKRUL]JHG UHSUHVHQWI
KROGHU

1R VKDUHKROGHU VKDOO XQOHVV WKH %RDUG RWKHUZLVH GHWHUPLQHV EH HQWLWC
VKDUHKROGHU LV GXO\ UHJLVWHUHG DV RXU VKDUHKROGHU DQG DOO FDOOV RU LQVWDO(

.1l D FOHDULQJ KRXVH RU LWV QRPLQHH VQJRD AR BiS Q W\ DRGHRIVID YWAE B R bl RIRIQBEAK S H
WKLQNV ILW WR DFW DV LWV UHSUHVHQWDWLYH V DW DQ\ PHHWLQJ RU DW DQ\ PHHWLQJ
FODVV RI VKDUHV LQ UHVSHFW RI ZKLFK HDFK VXFK SHUVRQ LV VR DXWKRUL]JHG $ SHUVR
FOHDULQJ KRXVH RU FHQWUDO GHSRVLWDU\ HQWLW\ RU LWV QRPLQHH V DV LI VXFK SH
GHSRVLWDU\ HQWLW\ RU LWV QRPLQHH V LQFOXGLQJ WKH ULJKW WR YRWH LQGLYLGXDC
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KLOH WKHUH LV QRWKLQJ XQGHU WKH ODZV RI WKH &D\PDQ ,VODQGV ZKLFK VSHFLILF
HOHFWLRQ RI GLUHFWRWNVVRQ RW WD FRRPGBEHBW WKDW LV DFFHSWHG DV D FRPPRQ SUDFWLFH
RXU DUWLFOHY RI DVVRFLDWLRQ WR DOORZ FXPXODWLYH YRWLQJ IRU VXFK HOHFWLRQV

&RQYHUVLRQ

(DFK &0DVV % FRPPRQ VKDUH L\ FR® PR QWILKEDOH LIDW R ROW L& 6 DBAVARIRIP RK@® & & B U HVKBIWH
LQWR &ODVV % FRPPRQ VKDUHV XQGHU DQ\ FLUFXPVWDQFHV 8SRQ DQ\ WUDQVIHU RIL®QD
VXFK KROGHU DQG ZKLFK LV QR\W. ODRDWHWRXRU RROUQIRKIQ\G RUVD \XBK &0DVV % FRPPRQ VKDL
LQWR WKH HTXLYDO$ G WP@RPEWKDRIH&ZODYWGGLWLRQ LI DW DQ\ WR®H%DBVAKDR DYGEGLYH
DILOLDWHY FROOHFWLYHO\ EHQHILFLDOO\ RZQ OHVV WKDQ RI WKH WRWDO QXPEHU RI W
% FRPPRQ VKDUH ZLOO EH DXWRPDWLFDOO\ BF®RRPRO G/KIDW HO D DREQAYHI ZWAG Q RW R \R\QXH &
)XUWKHUPRUH LI DW DQ\ WLPH PRUH WKDQ RI WKH XOWLPDWH EHQHILFLDO RZQHUVKL!
IRXQGHIUWLDWHY FKDQJHV HDFK VXFK &0DVV % FRPPRQ VKDUH ZLOO $ i FOPARRPDKMOED O O

&DOOV RQ 6KDUHV DQG )RUIHLWXUH RI 6KDUHV

6 XEMHFW WR RXU PHPRUDQGXP DQG DUWLFOHV RI DVVRFLDWLRQ RXU GLUHFWRUV PD
XQSDLG RQ WKH VKDUHV KHOG E\ WKHP 7KH VKDUHV WKDW KDYH EHHQ FDOOHG XSRQ DQ

BURWHFWLRQ RI OLQRULW\ 6KDUHKROGHUV

7KH &D\PDQ ,VODQGV FRXUWY RUGLQDULO\ ZRXOG EH H[SHFWHG WR IROORZ (QJOLVK |
UHSUHVHQWDWLYH DFWLRQ DJDLQVW RU GHULYDWLYH DFWLRQV LQ WKH QDPH RI WKH FRI
FROQVWLWXWHY D IUDXG DJDLQVW WKH PLQRULW\ DQG UHJDUGLQJIZK&GEGFK WHKH LAURI X®DHW
UHVROXWLRQ ZKLFK UHTXLUHV D TXDOLILHG RU VSHFLDO PDMRULW\

,Q WKH FDVH RI D FRPSDQ\ QRW EHLQJ D EDQN KDYLQJ LWV VKDUH FDSLWRONBGHYDG S
PHPEHUV KROGLQJ QRW OHVV WKDQ RQH ILIWK RI WKH VKDUHV RDMWKHRARPISD GRPGDOLYVRA
VXFK PDQQHU DV WKH *UDQG &RXUW RI WKH &D\PDQ ,VODQGVY VKDOO GLUHFW

$Q\ RI RXU VKDUHKROGHUV PD\ SHWLWLRQ WKH *UDQG &RXUW RI WKH &D\PDQ ,VODQG
,VODQGV LV RI WKH RSLQLRQ WKDW LW LV MXVDIW DG DHOVKHWQE® H YW KIb RD @ HRUACRIXDIGHXEEK RUT
RXULDLIUV LQ WKH IXWXUH E DQ RUGHU UHTXLULQJ XV WR UHIUDLQ IURP GRLQJ RU FRQW
VKDUHKROGHU SHWLWLRQHU KDV FRPSODLQHG ZH KDYH RPLWWHG WR GR F DQ RUGHU L
VKDUHKROGHU SHWLWLRQHU RQ VXFK WHUPV DV WKH *UDQG &RXUW RI WKH &D\PDQ ,VOD(
VKDUHKROGHUV E\ RWKHU VKDUHKROGHUV RU XV DQG LQ WKH FDVH RI D SXUFKDVH E\ XV

*HQHUDOOWLPV DIJDLQVW XV PXVW EH EDVHG RQ WKH JHQHUDO ODZV RI FRQWUDFW RU
HVWDEOLVKHG E\ RXU DUWLFOHV RI DVVRFLDWLRQ
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3UH (PSWLRQ 5LJKWV

7KHUH DUH QR SUH HPSWLRQ ULJKWY DSSOLFDEOH WR WKH LVVXH RI QHZ VKDUHV RI }
DVVRFLDWLRQ

ILTXLGDWLRQ 5LJKWV

6 XEMHFW WR DQ\ IXWXUH VKDUHV ZKLFK DUH LVVXHG ZLWK VSHFLILF ULJKWV D LI Z|
DUH PRUH WKBQWXR UHSD\ WKH ZKROH Rl WKH FDSLWDO SDLG XS DW WKH FRPPHQFHPH(
VKDUHKROGHUVY LQ SURSRUWLRQ WR WKH DPRXQW SDLG XS DW WKH FRPPKQGFHPHQWHRD W
DQG WKH DVVHWYV DYDLODEOH IRU GLVWULEXWLRQ W PARR) U MVSOH WKDOHU EKRO G HRU W B W B BIEIG L
VR WKDW DV QHDUO\ DV PD\ EH WKH ORVVHV VKDOO EH ERUQH E\ WKH VKDUHKROGHUV L
VKDUHV KHOG E\ WKHP UHVSHFWLYHO\

, ZH DUH ZRXQG XS ZKHWKHU WKH OLTXLGDWLRQ LV YROXQWDU\ RU E\ WKH FRXUW
VDQFWLRQ UHTXLUHG EGWXIHG&RPEPQLRXUDZKDUHKROGHUV LQ VSHFLH RU NLQG WKH ZKR
SURSHUW\ RI WKH VDR VIXFE& PAQSROYHM VHW VXFK YDOXH DV WKH OLTXLGDWRU GHHPV ID
GLYLVLRQ VKDOO EH FDUULHG RXWHNWH @ WWZAHHQY MAK R I VKKOJIHHKKRFOGEHHIWVR U KGLOLTXLGDWRU
WUXVWHHY XSRQ VXFK WUXVWV IRU WKH EHQHILW RI WKH VKDUHKROGHUY DV WKH OLTXL(
VKDUHV RU RWKHU VHFXULWLHYVY XSRQ ZKLFK WKHUH LV D OLDELOLW\

7KH FRQVLGHUDWLRQ UHFHL YH BRP\PRQRFKKIORIBIGHQGRD XRO®NYV RI D &0DVV % FRPPRQ V

ODULDWLRQ RI 5LIJIKWYV

$OWHUDWLRQV WR RXU PHPRUDQGXP DQG DUWLFOHYV RI DVVRFLDWLRQ PD\ RQO\ EH PI
FDVW DW D VKDUHKROGHUV PHHWLQJ

.l DW DQ\ WLPH RXU VKDUHHWBQW IF@® DV VEHW RE W& LDWWR BGQD RU DQ\ RI WKH WSKHERVLHDFO/
SURYLVLRQV RI WKHE&RPBDLHGMHYZ /YK WKH VDQFWLRQ RI D VSHFLDO UHVROXWLRQ SDVVHG
&RQVHTXWRMWOLIJKWY RI DQ\ FODVV RI VKDUHV FDQQRW EH GHWULPHQWDOO\ DOWHUHG Zl1
SURYLVLRQV RI RXU DUWLFOHVY Rl DVVRFLDWLRQ UHODWLQJ WR JHQHUDO PHHWLQJV VKD
SXUSRVHV RI DQ\ VXFK VHSDUDWH JHQHUDO PHHWLQJ RU DW WKH DGMRXUQHG PHHWLQJ
WKH UHOHYDQW PHHWLQJ QRW OHVV WKDQ RQH WKLUG LQ QRPLQDO YDOXH RI WKH LVVXF
RQH YRWH IRU HYHU\ VXFK VKDUH KHOG E\ VXFK KROGHU DQG WKDW DQ\ KROGHU RI VKDU

7KH ULJKWV FRQIHUUHG XSRQ WKH KROGHUV RI WKH VKDUHV RI DQ\ FODVV LVVXHG ZL
LVVXH RI WKH VKDUHV RI WKDW FODVV EH GHHPHG WR EH YDULHG E\ WKH FUHDWLRQ RU

$OWHUDWLRQ RI &DSLWDO

H PD\ IURP WLPH WR WLPH E\ RUGLQDU\ UHVROXWLRQ LQ DFFRUGDQFH ZLWK WKH &R
LQFUHDVH RXU FDSLWDO E\ VXFK VXP WR EH GLYLGHG LQWR VKDUHV RI VXFK DPR
FRQVROLGDWH DQG GLYLGH DOO RU DQN®RIDRRX W P UMKPBIS RWD & [ILYWR Q/IK DK BV HR/I
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FDQFHO DQ\ VKDUHV ZKLFK DW WKH GDWH RI WKH SDVVLQJ RI WKH UHVROXWLRQ K
Rl LWV VKDUH FDSLWDO E\ WKH DPRXQW RI WKH VKDUHVY VR FDQFHOOHG VXEMHFW

VXE GLYLGH RXU VKDUHV RU DQ\ RI WKHP LQWR VKDUHV RI VPDOOHU DPRXQW WKD
&RPSDQLHVRDZKDW WKH UHVROXWLRQ ZKHUHE\ DQ\ VKDUH LV VXE GLYLGHG PD\ Gt}
VXEGLYLVLRQ RQH RU PRUH RI WKH VKDUHV PD\ KDYRW®DV XPK I$ WEIFHU GHGHR U HRGA
VXFK UHVWULFWLRQV DV FRPSDUHG ZLWK WKH RWKHUV DV ZH KDYH SRZHU WR DW

GLYLGH VKDUHV LQWR VHYHUDO FODVVHY DQG ZLWKRXW SUHMXGLFH WR DQ\ VSHF
VKDUHV UHVSHFWLYHO\ DQ\ SUHIHUHQWLDO GHIHUUHG TXDOLILHG RU VSHFLDO U
GHWHUPLQDWLRQ LQ D JHQHUDO PHHWLQJ PD\ EH GHWHUPLQHG E\ RXU GLUHFWRU

:H PDE\ VSHFLDO UHVROXWLRQ VXEMHFW WR DQ\ FRQILUPBDGMRQ RRXUJ PRCDVWHL AD 8 HWDL
UHVHUYH LQ DQ\ PDQQHU DXWKRUL]JHG E\ ODZ

7UDQVIHU RI 6KDUHYV

6 XEMHFW WR DQ\ DSSOLFDEOH UHVWULFWLRQV VHW IRUWK LQ RXU DUWLFOHV RI DVVF
WUDQVIHU RI DQ\ VKDUH QRW EHLQJ D IXOO\ SDLG XS VKDUH WR D SHUVRQ RI ZKRP LW C
XSRQ ZKLFK D UHVWULFWLRQ RQ WUDQVIHU LPSRVHG WKHUHE\ VWLOO VXEVLVWY RU D W
DOO RU DQ\ RI KLV RU KHU VKDUHV E\ DQ LOQVWUXPHQW RI WUDQVIHU LQ WKH XVXDO RU F
WKDW RXU GLUHFWRUV PD\ DSSURYH

2XU GLUHFWRUV PD\ GHFOLQH WR UHJLVWHU DQ\ WUDQVIHU RI DQ\ VKDUH ZKLFK LV Q
DQ\ WUDQVIHU RI DQ\ VKDUH XQOHVYV

WKH LQVWUXPHQW RI WUDQVIHU LV ORGJHG ZLWK XV DQG LV DFFRPSDQLHG E\ WKF
GLUHFWRUV PD\ UHDVRQDEO\ UHTXLUH WR VKRZ WKH ULJKW RI WKH WUDQVIHURU \

WKH LQVWUXPHQW RI WUDQVIHU LV LQ UHVSHFW RI RQO\ RQH FODVV RI VKDUH
WKH LQVWUXPHQW RI WUDQVIHU LV SURSHUO\ VWDPSHG LQ FLUFXPVWDQFHV ZKHL

IHH RlI VXFK PD[LPXP VXP DV WKH 1DVGDT *OREDO ODUNHW PD\ GHWHUPLQH WR EH
UHTXLUH LV SDLG WR XV LQ UHVSHFW WKHUHRI

., RXU GLUHFWRUV UHIXWHKW R VKHDIXQ & WHLLVE MYUW RVHHUPRQWKY DIWHU WKH GDWH RQ Z
WUDQVIHURU DQG WKH WUDQVIHUHH QRWLFH RI VXFK UHIXVDO

7KH UHJLVWUDWLR®@ RN HUUBPRPIBUDN QA ZLWK DQ\ QRWLFH UHTXLUHPHQW RI WKH 1DVG
WLPHV DQG IRU VXFK SHULRGV DV RXU GLUHFWRUV PDWKDRP WKLH K W R WWLPIHWGE IRW HRU PW Q H (
UHJLVWHU FORVHG IRU PRUH WKDQ GD\V LQ DQ\ \HDU DV RXU GLUHFWRUV PD\ GHWHUPL

5HILVWHU RI OHPEHUYV

,Q DFFRUGDQFH ZLWK 6HFWLRQWKHRUWXH WRPS®IQRHFEMZY LV SULPD IDFLH HYLGHQFH
FRPSDRKHUHIRUH D SHUVRQ EHFRPHV D UHJLVWHUHG KROGHU RU PHPEHU RI VKDUHV RI !
GLUHFWRUV ZLOO PDLQWDLQ R QLU K HRJI L&) RIRPISPERNUXDTPW QVKHPRIWHG &ULENKWRI[ 6T X DA
&D\PDQ .< &D\PDQ ,VODQGV ZKLFK SURYLGHV XV ZLWKZEROSKRHWDIW H FD &@KHQE V R/FRJHDGAXLLYHHV \
LQ WKH UHJLVWHU RI PHBPEHUVLYWUHEXWULR®G RO &®OSLWDO DQG /LDELOLW\ RI OHPEHUV RI
DQG ZLOO HQVXUH WKDW WKH HQWULHV RQ WKH UHJLVWHU RI PHPEHUY DUH PDGH ZLWKR
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7KH GHSRVLWDU\ ZLOO EH LQFOXGHG LQ RXU UHJEWRIRBRRQ FKPBEHYVVXDG MUKH LRJOW KIR (
WKH $'6V DUH QRW VKDUHV LQ EHDUHU IRUP EXW DUH LQ UHJLVWHUHG IRUP DQG DUH QfF
FDQ RQO\ EH WUDQVIHUUHG RQ WKH ERRNV RI WKH FRPSDQ\ LQ DFFRUGDQFH ZLWK 6HFWL

,Q WKH HYHQW WKDW ZH IDLO WR XSGDWH RXU UHJLVWHU RI PHPEHUV WKH UHFRXUVI
ZKLFK LV JRYHURUK &XKHHEZHKSRVLWDU\ ZLOO KDYH UHFRXUVH DJDLQVW XV XQGHU WKH WH
HYLGHQFLQJ WKH GHSRVLWDU\ DV WKH UHJLVWHUI88 FR\RIARGHU RI1 WKBU&R/PXQ QHH ® \1DZJ SUKR
WR RXU LQYHVWRUV LQ FDVH ZH IDLO WR XSGDWH RXU UHJLVWHU RI PHPEHDVY W RHWIKH WL
PD\ DSSO\ IRU DQ RUGHU ZLWK WKH FRXUWV RI WKH &D\PDQ ,VODQGV IRU WKH UHFWLILFC

6KDUH 5HSXUFKDVHV

:H DUH HPSRZHUHG E\ WKH &RPSDQLHV /DZ DQG RXU DUWLFOHV RI DVVRFLDWLRQ WR
H[HUFLVH WKLV SRZHU RQ RXU EHKDBGXWRHEHMRBYWQEBERAVEE G RRPSO.GOHHW /®RIZDVVRFLDWLRQ [
WLPH WR WLPH E\ WKH 1DVGDT *OREDO ODUNHW WKH 6HFXULWLHY DQG ([FKDQJH &RPPLYV
VHFXULWLHY DUH OLVWHG

'LYLGHQGV

6 XEMHFW WR WKH RRP FRRSBHWRVDRDY D JHQHUDO PHHWLQJ RU RXU GLUHFWRUV PD\ GHFC
'LYLGHQGY PD\ EH GHFODUHG DQG SDLG RXW RI RXU SURILWY UHDOL]HG RU XQUHDOL]HG
ORQJHU QHHGHG 2XU ERDUG RI GLUHFWRUV PD\ DOVR GHFODUH DQG SD\ GLYLGHQGV RXV
IRU WKLV SXUSRVH LQ DFFRUGDQFH ZLWK WKH &RPSDQLHV /DZ

([FHSW LQ VR IDU DV WKH ULJKWV DWWDFKLQJ WR RU WKH WHUPV RI LVVXH RI DQ\ VI
WKH DPRXQWYV SDLG XS RQ WKH VKDUHV LQ UHVSHFW RI ZKLFK WKH GLYLGHQG LV SDLG E
SDLG XS RQ WKDW VKDUH DQG E DOO GLYLGHQGY VKDOO EH DSSRUWLRQHG DQG SDLG S
WKH SHULRG LQ UHVSHFW RI ZKLFK WKH GLYLGHQG LV SDLG

2XU GLUHFWRUV PD\ DOVR SD\ LQWHULP GLYLGHQGYVY ZKHQHYHU RXU ILQDQFLDO SRVL

2XU GLUHFWRUV PD\ GHGXFW IURP DQ\ GLYLGHQG RU ERQXV SD\DEOH WR DQ\ VKDUHK
DFFRXQW RI FDOOV RU RWKHUZLVH

1R GLYLGHQG RU RWKHU PRQH\ SD\DEOH E\ XV RQ RU LQ UHVSHFW RI DQ\ VKDUH VKDO

,Q UHVSHFW RI DQ\ GLYLGHQG SURSRVHG WR EH SDLG RU GHFODUHG RQ RXU VKDUH F
ZKROO\ RU LQ SDUW LQ WKH IRUP RI DQ DOORWPHQW RI VKDUHV FUHGLWHG DV IXOO\ SDL
VXFK GLYLGHQG RU SDUW WKHUHRI LI RXU GLUHFWRUV VR GHWHUPLQH LQ FDVK LQ OLH?>
HOHFW WR UHFHLYH DQ DOORWPHQW RI VKDUHVY FUHGLWHG DV IXOO\ SDLG XS LQ OLHX RI
PD\XSRQ WKH UHFRPPHQGDWLRQ RI RXU GLUHFWRUV E\ RUGLQDU\ UHVROXWLRQ UHVROY
GLYLGHQG PD\ EH VDWLVILHG ZKROO\ LQ WKH IRUP RI DQ DHWLRN PIH@QWJI RJ KWK INURH V KFDUHHEKLR/
GLYLGHQG LQ FDVK LQ OLHX RI VXFK DOORWPHQW
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$Q\ GLYLGHQG LQWHUHVW RU RWKHU VXP SD\DEOH LQ FDVK WR WKH KROGHU RI VKDU
UHJLVWHUHG DGGUHVY RU DGGUHVVHG WR VXFK SHUVRQ DQG DW VXFK DGGUHVVHV DV W
RWKHUZLVH GLUHFW EH PDGH SD\DIE® W KWHR FMDR/HH RU GHRUL RW VKRID BROG HWRWKH RUGHU RI \
UHVSHFW RI VXFK VKDUHV DQG VKDOO EH VHQW DW KLV RU WKHLU ULVN DQG SD\PHQWJR
WR XV

$00 GLYLGHQGV XQFODLPHG IRU RQH \HDU DIWHU KDYLQJ EHHQ GHFODUHG PD\ EH LQ
FRPSDQ\ XQWLO FODLPHG $Q\ GLYLGHQG XQFODLPHG DIWHU D SHULRG RI VL[ \HDUV IURP

:KHQHYHU RXU GLUHFWRUV KDYH UHVROYHG WKDW D GLYLGHQG EH SDLG RU GHFODUH
E\ WKH GLVWULEXWLRQ RI VSHFLILF DVVHWV RI DQ\ NLQG DQG LQ SDUWLFXODU RI SDLG
RWKHU FRRSD®\DQRX®W\ DULVHV ZLWK UHJDUG WR VXFK GLVWULEXWLRQ RXLR®UUHFIMHEW
LVVXH IUDFWLRQDO FHUWLILFDWHY LJQRUH IUDFWLRQV DOWRJHWKHU RU URXQG WKH VD
WKDW FDVK SD\PHQWYV VKDOO EH PDGH WR DQ\ Rl RXU VKDUHKROGHUV XSRQ WKH IRRWLQ
VSHFLILF DVVHWY LQ WUXVWHHV DV PD\ VHHP H[SHGLHQW WR RXU GLUHFWRUV DQG DSSF
EHKDOI RI WKH SHUVRQV HQWLWOHG WR WHFHWGEIYL B @ Q G LDIALLFKJ DRSS R IXQWWAKHDQMA KO ® KUK/ H

8QWUDFHDEOH 6KDUHKROGHUV
:H DUH HQWLWOHG WR VHOO DQ\ VKDUHV RI D VKDUHKROGHU ZKR LV XQWUDFHDEOH

DOO FKHFNV RU ZDUUDQWY LQ UHVSHFW RI GLYLGHQGNMBIDWQXFKXWVPKDIMHWD EQRIW. @ HLC
VKDUHY KDYH UHPDLQHG XQ FDVKHG IRU D SHULRG RI \HDUV SULRU WR WKH SXE
WKLUG EXOOHW SRLQW EHORZ

ZH KDYH QRW GXULQJ WKDW WLPH UHFHLYHG DQ\ LQGLFDWLRQ RI WKH ZKHUHDERX
EDQNUXSWF\ RU RSHUDWLRQ RI ODZ DQG

ZH LI VR UHTXLUHG E\ WKH UXOHV RI WKH 1DVGDT *OREDO ODUNHW KDYH FDXVHG
DSSOLFDEOH UXOHV JLYLQJ QRWLFH RI RXU LQWHQWLRQ WR VHOO WKHVH VKDUHV
DSSOLFDEOH UXOHVY KDV HODSVHG VLQFH VXFK DGYHUWLVHPHQW

7KH QHW SURFHHGV RI DQ\ VXFK VDOH VKDOO EHORQJ WR XV DQG ZKHQ ZH UHFHLYH
DPRXQW HTXDO WR VXFK QHW SURFHHGV

,QVSHFWLRQ RI %RRNV DQG 5HFRUGYV

+ROGHUV RI RXU FRPPRQ VKDUHV ZLOO KDYH QR JHQHUDO ULJKW XQGHU &D\PDQ ,VOD
UHFRUGV +RZBNYBGIO SURYLGH RXU VKDUHKROGHUV ZLWK DORXRZO@XGCQWISGELYDLARIDIDO, W

& ODWHULDO &RQWUDFWYV

:H KDYH QRW HQWHUHG LQWR DQ\ PDWHULDO FRQWUDFWYV RWKHU WKDQ LQ WKH RUGL
,QIRUPDWLRQ RQ WKH &RPSDQ\ %WERXVLOHWRURZBKDYHKROGBQV MWICR RN O% WEHBED B MYUHWS | FADQMA
HOVHZKHUH LQ WKLY DQQXDO UHSRUW
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" ([FKDQJH REGQWU
6HH ,WHP ,QIRUPDWLRQ RQ WKH &RPSDQ\ % %XVLQHVV 2YHUYLHZ 35& 5HIXODWLRQ

'LVWULEXWLRQ

( ID[DWLRQ
&D\PDQ ,VIDIRWVRQ

6HH ,WHP 2SHUDWLQJ DQG )LQDQFLDO 5HYLHZ DQG 3URVSHFWV $ 2SHUDWLQI[BW\WX
&D\PDQ ,VODQGV

SBHRSOHHSXEOLF R[BWLROQ 7

8QGHU WKH H[LVWLQJ WD[ ODZV LQ WKH 35& ZHHDDHHIBDICROIGH® D ¥RP QRQ\ W Q¥ RBISRW
KROGLQJ FRPSDQ\ LQGLUHFWO\ KROGV RI WKH HTXLW\ LQW HRAHN B @ @ QNRRTP 138 Bl G/ XBXAL
RSHUDWLRQV DUH SULQFLSDOO\ FRQGXFWHG WKURXJKORBW B B5&HOVEMY GH B U T K B [BEXE (R /G
LPSOHPHQWDWLRQ UXOHVIHERW K HR R DKAFKXPWEDPH HISURYLGH WKDW &KLQD VRXUFHG LQF
35& VXEVLGLDU\ WR LWV RYHUVHDV SDUHQW WKDW LV QRW D 35& UHVLGHQW HQWHUSULYV
DW D UDWH RI

| WKH 35& WD[ DXWKRULWLHY GHWHUPLQH WKDW I« DQF5 & RMHY BK®MNRMNQ H Q@ W/BHQ G Y LKRO G-
RXU ZRUOG ZLGH LQFRPH FRXOG EH VXEMHFW WR 35& WD[ DW D UDWH RI ZKLFK FRXOC
HOQWHUSULVH LQFRPH WD[ UHSRUWLQJ REOLJDWLRQV )XUWKHUPRUH DOWKRXJK GLYLGHC(
HI[HPSW LQFRPH XQGHU WKHDBSEDWHDGQRWHDQ¥RPH YRX WKDW GLYLGHQGV E\ RXU 35& !
QRW EH VXEMHFW WR D ZLWKKROGLQJ WD[ DV WKH 35& IRUHLJQ H[FKDQJH FRQWURO D
DXWKRULWLHY KDYH QRW \HW LVVXHG JXLGDQFH ZLWK UHVSHFW WR WKH SURFHVVLQJ RI
HQWHUSULVH LQFRPH WD[ SXUSRVHVY ,Q DGGLWLRQ $'6 KROGHUV PD\ EH VXEMHFW WR 35
RWKHU GLVSRVLWLRQ RI $'6V RU FRPPRQ VKDUHV LI WKH 35& WD[ DXWKRULWLHYV GHWHUF
HOQWHUSULVH LQFRPH WD[ SXUSRVHV 6HH 5LVN )DFWRUV 5LVNV 5HODWLQJ WRH RIDQ JEW XA
Dv D 35& UHVLGHQW HQWHUSULVH ZKLFK FRXOG UHVXOW LQ XQIDYRUDEOH I\WBWFR®@ \REXT
RSHUDWLRQV DQG WKH YDOXH RI \RXU LQYHVWPHQW

ODWHULDO 8QLWHG 6W DWH&RH\GHEHUD WALRRPWH 7

7KH IROORZLQJ LV D VXPPDU\ Rl WKH PDWHULDO 8QLWHG 6WDWHV IHGHUDO LQFRPH W
$'6V RU FRPPRQ VKDUHV E\' D 8 6 KROGHU DV GHILQHG EHORZ WKDW ZLOO DFTXLUH RXU
DVVHWYV JSQRIIDOWN KHOG IRU LQYHVWPHQW XQGHU WKH 8QLWHG 6WDWHV ,QWHUQDO 5
H[LVWLQJ 8QLWHG 6WDWHYKHBKHUD O LEWREPW LWBRIGUSD HWDWLRQV RU FIKFQJH KIRVWXEPD I
GLVFXVV DOO DVSHFWV Rl 8QLWHG 6WDWHV IHGHUDO LQFRPH WD[DWLRQ WKDW PD\ EH LP
LQFOXGLQJ LQYHVWRUV VXEMHFW WR VSHFLDO WD[ UXOHV |R3HB DS\ HW UIDGEHQURLDQ Y aF
PDUN WR PDUNHW PHWKRG RI DFFRXQWLQJ IRU WKHLU VHFXDRQW]LHVL BOW WQHFOKIGLLI)] BUG
ZKR DUH QRW 8 6 KROGHUV KIRJQDGILHBHWF \ERR \REZ QX BW UHIHF®A\O\ RU PRUH RI RXU YRWLQJ VWI
FRPPRQ VKDUHV DV SDUW RI D VWUDGGOH KHGJH FRQYHUVLRQ FRQVWUXFWLYH VDOH F
LQYHVWRUV WKDW KDYH D IXQFWLRQDO FXDO® @A\ ZARW RHRUD WE B ¥ X\EVHH 8QX. WIR)GN ©W DYAE & \G B
VXPPDUL]JHG EBGRBIZWLRQ H[FHSW WR WKH. \H WKXHP®@ W UG HKO\RFHM. E)HRGV EGHLO/EX VY DQ\ QRQ 8QLWH
(DFK 8 6 KROMSGIWRVFRQVXOW LWV WD[ DGYLVRU UHJDUGLQJ WKH 8QLWHG 6WDWHV IHGHU
DQ LQYHVWPHQW LQ RXU $'6V RU FRPPRQ VKDUHYV
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*HQHUDO

JRU SXUSRVHV RI WK&L V¥ VWKPP®OHY LV D EHQHILFLDO RZQHU RI RXU $'6V RU FRPPRQ VKI
L DQ LQGLYLGXDO ZKR LV D FLWL]HQ RU UHVLGHQW RI WKH 8QLWHG 6WDWHYV LL D FRU
SXUSRVHV FUBD@YWHEA XQBUHWBRWKH ODZ RI WKH 8QLWHG 6WDWHVY RU DQ\ VWDWH WKHUHR
LQFOXGLEOH LQ JURVV LQFRPH IRU 8QLWHG 6WDWHY IHGHUDO LQFRPH WD[ SXUSRVHV UH
SULPDU\ VXSHUYLVLRQ RI D 8QLWHG 6WDWHV FRXUW DQG ZKLFK KDV RQH RU PRUH 8QLWF
WuUXxXxvw RU % WKDW KDV RWKHUZLVH HOHFWHG WR EH WUHDWHG DV D 8QLWHG 6WDWHV ¢

,] D SDUWQHUVKLS RU RWKHU HQWLW\ WUHDWHG DV D SDUWQHUVKLS IRU 8QLWHG 6W
WKH WD[ WUHDWPHQW RI D SDUWQHU LQ WKH SDUWQHUVKLS ZLOO JHQHUDOO\ GHSHQG X¢
$'6V RU FRPPRQ VKDUHV DQG SDUWQHE WIRQFRXQNKK S I/ UWIQHHLUWY WIDFVDBYHVRWY UHJDUGLQJ D

JRU 8QLWHG 6WDWHYV IHGHUDO LQFRPH WD[ SXUSRVHV 8 6 KROGHUV RI $'6V ZLOO EH
$'6V $FFRUGHBRPYLWY RU ZLWKGUDZDOV RI FRPPRQ VKDUH IRU $'6V ZLOO QRW EH VXEMH

3DVVLYH )RUHLJQ ,QYHVWPHQW &RPSDQ\ &RQVLGHUDWLRQV

$ QRQ 8QLWHG 6WDWHV FRUSRWDWDRBH ¥OBK DM IRHG PR PSBEWVVLRH 1B & LJIIQR U BOH WWHE
LQFRPH WD[ SXUSRVHV LRWDQKHWUWD [DEOHRWPRUH RI LWV JURVV LQFRPH IRU VXFK \HDU F
PRUH RI LWV DYHUDJH TXDUWHUO\ DVVHWY DV GHWHUPLQHG RQ WKH EDVLV RI IDLU PDUI
JRU WKLV SXUSRVH FDVK DQG DVVHWYVY UHDGLO\ FRQYHUWLEOWH XQERR RBGKLDQWHD @& DMEHDIHRRWL
GHWHUPLQLQJ WKH YDDXGHOREHWAMBVWHWWOY RZQLQJ RXU SURSRUWLRQDWH VKDUH RI WK
RWKHU FRUSRUDWLRQ LQ ZKLFK ZRURMZQYKGRUHFVEDOY RO XH) GRIUWRKWOA\WRFN

$OWKRXIK WKH ODZ LQ WHKLWUHDIW U & DLQ/J KKRPO HEERG RR B B GQW HRIAWQIHGE E\ XV IRU 8QLWH(
SXUSRVHV QRW RQO\ HHFOLWYH FR G\WIRR R HU WKH RSHUDWLRQ RI VXFK HQWLWLHV EXW
EHQHILWY DQG DV D UHVXOW ZH FRQVROLGDWH WKHLU RSHUDWLQJ UHVXOWY LQ RXU FI

$OWKRXJIJK ZH GR QRW EHOLHYH WKDW ZH ZHUH FODVVLILHG DV D 3),& IRU 8QLWHG 6W

WKHUH LV D ULVN WKDW ZH ZLOO EHFRPH D 3),& IRU RXU FXUUHQW WD[DEOH \HDU HQ
EDODQFHY DQG EHFDXVH WKH YDOXH RI RXU DVVHWYV I[IRU SXUSRVHV RI WKH 3),& WHVW :
FRPPRQ VKDUHV BFFRWELYILEQV LQ WKH PDUNHW SULFH RI RXU $'6V DQG FRPPRQ VKDUH'
IXWXUH WD[DEOH \HDUV ,W LV DOVR SRVVLEOH WKDW WKH ,QWHUQDO 5HYHQXH 6HUYLFH
LQWDQJLEOHY ZKLFK PD\ UHVXBDMFRRLRXUFERFYDQ\HEBEHDYI RB),& IRU WKH FXUUHQW RU IX
ZLOO EH RU EHFRPH D 3),& ZLOO DOVR GHSHQG LQ SDUW XSRQ WKH QDWXUH RI RXKHQIR
EH QR DVVXUDQFH RXU EXVLQHVV SODQVIHEWOR®RV3)F & D/V¥AWHWOQV D Y%@HDRDOM/UH WKKIHW HZ IDQUGH IXIC
UXOHV DQG 3),& VWDWXV LV D IDFW LQWHQVLYH GHWHUPLQDWLRQ PDGH RQ DQ DQQXDO E
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7KH GLVFXVVLRQ EHORZ XQGHU 'LYLGHQGVY DQG 6DOH RU 2WKHU 'LVSRVLWLRQ RI $'1
DV D 3),& IRU 8QLWHG 6WDWHY IHGHUDO LQFRPH WD[ SXUSRVHV 7KH 8QLWHG 6WDWHYV IH
WD[DEOH \HDU RU DQ\ VXEVHTXHQW WD[DEOH \HDU DUH JHQHUDOO\ GLVFXVVHG EHORZ X(

'LYLGHQGYV

BXEMHFW WR WKH 3),& URQH ¥ DO/AK BXVWUG EXXWREZQV LQFOXGLQJ WKH DPRXQW RI DQ\ V
RXU FXUUHQW RU DFFXPXODWHG HDUQLQJV DQG SURILWY DV GHWHUPLQHG XQGHU 8QLWI
RI D86 KROGHU DV GLYLGHQG LQFRPH RQ WKH GD\ DF WX® @/&\HRAD F R QRAWFIRPPWR QY W 10D ILUGGHW
FDVH RI $'6V %HFDXVH ZH GR QRW LQWHQG WR GHWHUPLQH RXU HDUQLQJV DQG SURILWV
ZLOO JHQHUDOO\ EH UHSRUWHG DV D GLYLGHQG IRU 8QLWHG 6WDWHV IHGHUDO LQFRPH
WR WD[ RQ GLYLGHQG LQFRPH IURP D TXDOLILHG IRUHLJQ FRUSRUDWILR®ODWD) UB®EKFH
WR RUGLQDU\ LQFRPH SURYLGHG WKDW FHUWDLQ KROGLQJ SHULRG UHTXLUHPHQWYV DUH

$ QRQ 8QLWHG 6WDWHY FRUSRUDWLRQ RWKHU WKDQ D FRUSRUDWLRQ WKDW LV FODV
WD[DEOH \HDU ZLOO JHQHUDOO\ EH FRQVLGHUHG WR EH D TXDOLILHG IRUHLJQ FRUSRUD\
ZKLFK LV UHDGLO\ WUDGDEOH RQ DQ HVWDEOLV®HGKWHFKRQ W LW K DPAD WNKHHWF R® SIDIQH BQ LOMH
(QWHUSULVBI[ /@Q2ARRH FRPSDQ\ LV HOLJLEOH IRU WKH EH@B M KR/XRK \@ RHD&YXW B G FHWD R\VH VE:
H[SHFWHG WR EH UHDGLO\ WUDGDEOH RQ WKH 1DVGDT *OREDO ODUNHW ZKLFK LV DQ HVV
FRPPRQ VKDUHV ZLOO EH OLVWHG RQ HVWDEOLVKHG VHFXULWLHYV PDUNHWV LW LV XQFO
FXUUHQWO\ PHHW WKH FRQGLWLRQV UHTXLUHG IRU WKHVH UHGXFHG WD[ UDWHV 7KHUH
VHFXULWLHY PDUNHW LQ WKH FXUUHQW WD[DEOH \HDU RU IXWXUH WD[DEOH \HDUV

'LYLGHQGY UHFHLYHG RQ WKH $'6V RU FRPPRQ VKDUHVY DUH QRW H[SHFWHG WR EH HO
KROGHU LV DGYLVHG WR FRQVXOW LWV WD[ DGYLVRU UHJDUGLQJ WKH UDWH RUWMPH LW KW

‘'LYLGHQGY JHQHUDOO\ ZLOO EH WUHDWHG DV LQFRPH IURP IRUHLJQ VRXUFHV IRU 8QL
FDWHJRU\ LQFRPH $ 8 6 KROGHU PD\ EH HOLJLEOH VXEMHFW WR D QXPEHU RI FRPSOH] ¢
WD[HV LPSRVHG RQ GLYLGHQGYV UHFHLYHG RQ $'6V RU FRPPRQ VKDUHV $ 8 6 KROGHU ZK
LQVWHDG FODLP D GHGXFWLRQ IRU 8QLWHG 6WDWHYV IHGHUDO LQFRPH WD[ SXUSRVHV Lt
GR VR IRU DOO FUHGLWDEOH IRUHLJQ LQFRPH WD[HV 7KH UXOHV JRYHUQLQJ WKH IRUHLJ
UHJDUGLQJ WKH DYDLODELOLW\ RI WKH IRUHLJQ WD[ FUHGLW XQGHU WKHLU SDUWLFXODL
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6DOH RU 2WKHU 'LVSRVLWLRQ Rl $'6V RU &RPPRQ 6KDUHYV

6XEMHFW WR WKH 3),& URGBH& &RWOFRHAY KB @EHIORYO\ ZLOO UHFRJQL]JH FDSLWDO JDLQ RLU
VKDUHVY LQ DQ DPRXBWHFXDOHWE HHIQHWSKH DPRXQW UHDOL]HGVXBRQXW WH G IWBREDWILR Q 4
VKDUHV $Q\ FDSLWDO JDLQ RU ORVV ZLOO EH ORQJ WHUP LI WKH $'6V RU FRPPRQ VKDUH
JDLQ RU ORVV IRU 8QLWHG 6WDWHYV IRUHLJQ WD[ FUHGLW SXUSRVHV 7KH GHGXFWLELOLYV
LWV WD[ DGYLVRU UHJDUGLQJ WKH WD[ FRQVHTXHQFHV LI D IRUHLJQ WD[ LV LPSRVHG RQ
WD[ FUHGLW XQGHU WKHLU SDUWLFXODU FLUFXPVWDQFHYV

3DVVLYH )RUHLJQ ,QYHVWPHQW &RPSDQ\ 5X0OHV

.l ZH DUH FODVVLILHG DV D 3),& IRU DQ\ WD[DEOH \HDU GXULQJ ZKLFK D 8 6 KROGHU
WR PDUNHW HOHFWLRQ DV GHVFULEHG EHORZ WKH 8 6 KROGHU ZLI®IGEWHQHUDO®O HEWVVR
UHPDLQ D 3),& RQ L DQ\ H[FHVV GLVWULEXWLRQ WKDW ZH PDNH WR WKH 8 6 KROGHU Z
WKDW LV JUHDWHU WKDQ RI WKH DYHUDJH DQQXDO GLVW VK RWMHHRIGW SRROGGHLIQ WKHHUW R
RU FRPPRQ VKDUHV DQG LL DQ\JDLQ UHDOL]HG RQ WKH VDOH RU RWKHU GLVSRVLWLR(
8QGHU WKH 3),& UXOHV

VXFK H[FHVV GLVWULEXWLRQ DQG RU JDLQ ZNOIRBIG IDPIOKRFOMRHG IRDWDKEHD $'RY HRU W

VXFK DPRXQW DOORFDWHG WR WKH FXUUHQW WDNMEBBGHQU PHGCLRPQ\SWDRRDEWR WK
DUH FODVVLILHG DV D 3ZRKOBGWEBUHDIDROW DY RUGLQDU\ LQFRPH

VXFK DPRXQW DOORFDWHG WW KIHDUF KV B D QR ZSNOHPCHEE IGENXIBDRIB FW W R W DI[HDFW I B B OKLULRID
8 6 KROGHU IRU WKDW \HDU DQG

DQ LQWHWHHYWMQRKD®O\ DSSOLFDEOH WR XQGHUSD\PHQWYV RI WD[ ZLOO HERHNVIKRHSR WH
3),& \HDU

,] ZH DUH D 3),& IRU DQ\ WD[DEOH \HDU GXULQJ ZKLFK D 8 6 KROGHU KROGV RXU $'6V
3),& VXFK 8 6 KROGHU ZRXOG EH WUHDWHG DV RZQLQJ D SURWRKMKW BR,&DDNHS ZFRROCBNE HE \V?
GHVFULEHG DERYH RQ FHUWDBDWA G 13y V&UD @ BWL BQV SRVDL WIRF@ R), & KDYUHH VRK DX OR Z/EKBEK 8 6
SURFHHGVY RI WKRVH GLVWULEXWLRQV RU GLVSRVLWLRQV (DFK 8 6 KROGHU LV DGYLVHG
VXEVLGLDULHYV

$v DQ DOWHUQDWLYH WR WKH IRUHJRLQJ UXOHV D 8 6 KROGHU RI PDUNHWDEOH VWI
VWRFN WR HOHFW RXW Rl WKH WD[ WUHDWPHQW GLVFXVVHG DERYH 7KH PDUN WR PDUNH
WKDQ GH PLQLPLY TXDQWLWLHYV RQ DW OHDVW GD\V GXULQJ HDFK FDOHQGDU TXDUWHU
8QLWHG BWDWHM UHIJXODWLRQV 2XU $'6V DUH OLVWHG RQ WKH 1$6'$4 ZKLFKDQWDFLT$D®U
$'6V VKRXOG TXDOLI\ DV EHLQJ UHJXODUO\ WUDGHG EXW QR DVVXUDQFHV PD\ EH JLYHQ
LQWHUHVWVWDHDQ3)XRZWKDW ZH RZQ D 8 6 +ROGHU PD\ FRQWLQXH WR EH VXEMHFW WR
KHOG E\ XV WKDW DUH WUHDWHG DV DQ HTXLW\ LQWHUHVW LQ D 3),& IRU 8QLWHG 6WDWH
JHQHUDOO\ L LQFOXGH DV RUGLQDU\ LQFRPH IRU HDFRIWDKBEI®H UHTDUW WKWV W ZEXHURI '8
\HDU RYHU WKH DGMXVWHG WD[ EDVLV RI VXFK $'6V DQRI WIKHGBGM R WWHGDWDR E®LNQ B R | OA
YDOXH RI VXFK $'6V KHOG DW WBXHVHR®BGOR WVRKW KWIDH DWE B @ WHRDIUWKH QHW DPRXQW SUHYLRX
HOHFWLRQ 7KW BGMXRWIBG WD[ EDVLV LQ WKH $'6V ZRXOG EH DGMXVWHG WR UHIOHFW D(

. D86 KROGHU PDNHV D PDUN WR PDUNHW HOHFWLRQ LQ UHVSHFW RI D FRUSRUDWL
8 6 KROGHU ZLOO QRW EH UHTXLUHG WR WDNH LQWR DFFRXQW WKH PDUN WR PDUNHW JD
3),&
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H GR QRW LQWHQG WR SURYLGH LQIRUPDWLRQ QHFHVVDU\ IRU 8 6 KROGHUV WR PDN
WUHDWRHHUIHWWUURP DQG JHQHUDOO\ OHVV DGYHUVH WKDQ WKH JHQHUDO WD[ WUHDWPF

,] D86 KROGHU RZQV RXU $'6V RU FRPPRQ VKDUHYV GXULQJ DQ\ WD[DEOH \HDU WKDW
VXFK LQIRUPDWLRQ DVHDKKBQLIHEHDEG WRIBDQW W D\ UHTXLUH DQG PD\ EH UHTXLUHG WR ILOH
FRQVXOW LWV WD[ DGYLVRUV UHJDUGLQJ WKH SRWHQWLDO WD[ FRQVHTXHQFHV WR VXFK
PDUN WR PDUNHW HOHFWLRQ

,QIRUPDWLRQ 5HSRUWMKXKROQG UIFNXS :

8 6 KROGHUV PD\ EH VXEMHFW WR LQIRUPDWLRQ UHSRUWLQJ WR WKH ,QWHUQDO 5HY
GLVSRVLWLRQ RI RXU $'6V RU FRPPRQ VKDUHYVY 'LYLGHQG SD\PHQWYV ZLWK UHVSHFW WR R
RXU $'6V RU FRPPRQ VKDUHYVY DUH QRW JHQHUDOO\ VXEMHFW WR 8QLWHG 6WDWHYV EDFNX¢
8 6 KROGHU LV DGYLVHG WR FRQVXOW ZLWK LWV WD[ DGYLVRU UHJDUGLQJ WKH DSSOLFEC
SDUWLFXODU FLUFXPVWDQFHYV

,QGLYLGXDOV ZKR DUH 8 6 +ROGHUV DQG ZKR KROG VSHFLILHG IRUHLJQ ILQDQFLDO
DFFRXQW PDLQWDLQHG E\ D 8 6 ILQDQFLDO LQVWLWXWLRQ ZKRVEHDUBUTNIDWGE WIERODXW WA
WKH \HDU FHUWDLQ VSHFLILHG LQIRUPDWLRQ $Q LQGLYLGXDO ZKR IDLOV8WRR WREOEBU VXD
LQGLYLGXIHEGY WR i XQVXOW WKHLU WD[ DGYLVRUV UHJDUGLQJ WKHLU UHSRUWLQJ REOLJD

) LYLGHQGV_DQG 3D\LQJ $JHQWYV
1RW DSSOLFDEOH

* 6WDWHPHQW E\ ([SHUWYV
1RW DSSOLFDEOH

+ 'REXPHQWY RQ 'LVSOD\

:H SUHYLRXVO\ ILOHG ZLWK WKH 6(& D UHJLVWUDWLRQ VWDWHPHQW RQHRU®J) RIXRIGF
FRPPRQ VKDUHV UHSUHVHQWHG E\ $'6V

:H DUH VXEMHFW WR WKH SHULRGLF UHSRUWLQJ DQG RWKHU LQIRUPDWLRQDO UHTXLI
(IFKDQJH $FW ZH DUH UHTXLUHG WR ILOH UHSRUWYV B8 ® BMW KT XIQU R G PDRY LIRMH ZD G XW B
DIWHU WKH HQG RI HDFK ILVFDO \HDU ZKLFK LV '"HF HWAEHURY WK B V6 (RRRED. DML QM SIR @ WE/V L
RWKHU LQIRUPDWLRQ UHJDUGLQJ UHJLVWUDQWY WKDW PDNH HOHFWURQLF ILOLQJV ZLWK
PD\ DOVR EH LQVSHRAWBGGZPWKEXVWEWDUQHG DW SUHVFULEHG UDWHY DW WKH SXEOLF UH
5RRP DVKLQJWRQ ' & 7KH SXEOLF PD\ REWPKQQIWRQP DWW L BRRQEOH FDIHI HQH Q/KH 5RF
6 (& $V D IRUHLJQ SHLYDMW H[E\PSXWHUURP WKH UXOHV XQGHU WKH ([FKDQJH $FW SUHVFL
VWDWHPHOQWWUDQGLRIHFWRUYV DQG SULQFLSDO VKDUHKROGHUV DUH H[HPSW IURP WKH UH
WKH ([FKDQJH $FW

:H ZLOO IXUQLVK "HXWVWY RIRHP SAID@ANSPHULFDV WKH GHSRVLWDU\ RI RXU $'6V ZLWK RXU
DQG DQQXDO DXGLWHG FRQVROLGDWHG ILQDQFLDO \DWGBWHPH QW W ISAFHVS RU M & DLUH KR Q GRHF
FRPPXQLFDWLRQV WKDW DUH PDGH JHQHUDOO\ DYDLODEOH WR RXU VKDUHKROGHUV 7KH
$'6V DQG XSRQ RXU UHTXHVW ZLOO PDLO WR DOO UHFRUG KROGHUV RI $'6V WKH LQIRUP
GHSRVLWDU\ IURP XV
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, BXEVLGLDU\ .QIRUPDWLRQ
J)RU D OLVWLQJ RI RXU VXEVLGLDULHY VHH JDIQR]DWQRRUP®WWRYROXWKHH &RPSDQ\ &

,7(0 48$17$7,9( $1' 48$/.%7,9( ',6&/2685(6 $%287 0$5.(7 5,6.
JRUHLJQ ([FKDQJH 5LVN

7KH UHYHQXHYV DQG H[SHQVHV RI RXU VXXEWLDAALDE IHOMWD Q/E B\ & B R QWHRGILUDDO/ON G BQ R P L
OLDELOLWLHY DUH GHQRPLQDWHG LQ SHQPLQEL 2XU ILQDQFLQJ DFWLYLWLHY DUH GHQRTF

7R GDWH ZH KDYH QRW HQWHUHG LRUMR VKR GH®XF\W URDQV B FSRIMVRXQ\H LMPRDIR BH LJQ FXUUH
IRUHLJQ H[FKDQJH ULVNV LV JHQHUDOO\ OLPLWHG WHKHWHIEO K H VRK H R KLEDQY HV WEB W & VE HL Y 2
5HQPLQEL EHFDXVH WKH YDHRMLRHRX G HEQGRPQEDWHE HQ 5HQPLQEL ZKLOH RXU $'6V ZLOO

7KH 5HQPLQEL LV QRW IUHHO\ FRQYHUWLEOH LQWR IRUHLJQ FXUUHQFLHV 5HPLWWDQ
5HQPLQEL UHTXLUH DSSURYDO E\ IRUHLJQ H[FKDQJH DGPLQLVWUDWLYH DXWKRULWLHYV D(
XQGHU WKH DXWKRUWDQRIRVKKBRSOMOQWUROV WKH FRQYHUVLRQ RI 5HQPLQEL LQWR RW

7KH YDOXH RI WKH 5HQPLQEL DJDLQVW WKH 8 6 G RIGIFIVH 6 8IS QR VWRVHKUHEIX W K HQ JFAL §i R KD,
DQG HFRQRPLF FRQGLWLRQV 7KH FRQYHUVLRQ RI 5HQPLQEL LQWR IRUHLJQ/ PXDQN @QRF L&
35& JRYHUQPHQW DOORZHG WKH 5HQPLQEL WR DSSUHFLDWH E\ PRUH WKDQ DJDLQVW W

WKLV DSSUHFLDWLRQ KDOWHG DQG WKH H[FKDQJH UDWH EHWZHHQ WKH 5HQPLQEL DC
JRYHUQPHQW KDV DOORZHG WKH 5HQPLQEL WR DSSUHFLDWH VORZO\ DJDLQVW WKH 8 6 G
DJDLQVW WKH 5HQPLQEK®W WIROSUHW®LEW &KIRZ PDUNHW IRUFHV RU 35& RU 8 6 JRYHUQPHQ
DQG WKH 8 6 GROCRDW KK W WHI QXWWHEBW7ZH QHHG WR FRQYHUW 816lUGR® @ QWAR BHH QPIERIEL |
DSSUHFLDWLRQ Rl WKH 5HQPLQEL DJDLQVWHFKWHR 6W KR GE QB LARX OGP RXQHV IZ GIFHWLY B H
GHFLGH WR FRQYHUW WKH 5HQPLQEL LQWR 8 6 GROODUV IRU WKH SXUSRVH RI PDNLQJ SI
SXUSRVHV DSSUHFLDWLRQ RI WKH 8 6 GROODU IBFIML @ QWNVWHK B HH GRLOYXED UZ R X R SQRADW B YD |

,QWHUHVW 5DWH 5LVN

2XU H[SRVXUH WR LQWHUHVW UDWH ULVN SULPDULO\ UHODWHY WR WKH LQWHUHVW L(
,QWHUHVW HDUQLQJ LQVWUXPHQWYV HF KDYHDQ&MWJI BHH @ H[SRWVHIBHWWR UDRVWHGWRLEZN DQWLFLSI
LQ PDUNHW LQWHU MY UWOWXWH +RIHYHUVW LQFRPH PD\ IDOO VKRUW RI H[SHFWDWLRQV G
SRLQW GHFUHDVH LQ LQWHUHVW UDWHVY ZRXOG KDYH UHVXOWHG LQ D GHFUHDVH RI DSSL

,7(0 "(6&5,37,21 2) 6(&85,7,(6 27+(5 7+$1 (48,7< 6(&85,7,(6
$ _“HEW BHEXULWLHV
1RW DSSOLFDEOH
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% - DUUDOQWV DQG 5LIKWV
1RW DSSOLFDEOH

& 2WKHU 6HFXULWLHYV
1RW DSSOLFDEOH

' $PHULFDQ 'HSRWHMWDU\ 6KDU
JHHV DQG &KDUJHV 2XU $'6 KROGHUV 0D\ +DYH WR 3D\
$vV DQ $'6 KR®OGHAUOO EH UHTXLUHG WR SD\ WKH IROORZLQJ VHUYLFH IHHV WR WKH GH!

6HUYLFH JHHV
VVXDQFH RI $6V LQFOXGIBGJWR/ VXD GEHN SUHUXONH®J
IURP D GLVWULEXWLRQ RI VKDUHV RU ULJKWV RU RWKHU
SURSHUW\

&DQFHOODWLRQ RI $'6V L@SOWBLQJ BKH BDBVHDRIFHOOHG
WHUPLQDWLRQ Rl WKH GHSRVLW DJUHHPHQW

'LVWULEXWLRQ RI FDVK GL8EGHR GV RIHR WK K HDE K
GLVWULEXWLRQV

'LVWULEXWLRQ RI $'6V SXUSXWRW WRSHHDE'18 KHOG
GLYLGHQGV IUHH VKDUH GLVWULEXWLRQV RU H[HUFLVH RI
ULJKWYV

'LVWULEXWLRQ RI VHFXULV$LHWH RW KHYDW KDW $WVR/ RKIH IHH WKDW ZRXOG EH SD\DE
ULJKWV WR SXUBKWIVVH DGGLWKP@HY DQG WKH FRPPRQ VKDUHV KOPBEVEHHQ GHSRVLW

'"HSRVLWDU\ VHUYLFHV 8S WR SHU $'6 KHOG RQ WKH DSSOLFDEOH UHFRUG
7UDQVIHU RI $'5V SHU FHUWLILFDWH SUHVHQWHG IRU WUDQVIHU

$vV DQ $'6 KR®OGHAUOO DOVR EH UHVSRQVLEOH WR SD\ FHUWDLQ IHHV DQG H[SHQVHV LQ
FKDH)V VXFK DV

JHHV IRU WKH WUDQVIHU DQG UH JHGWE\DMKLIR @ HRI LFRWPLPIRWY D/E® WHMD BR/DU DIHQW IR
XSRQ GHSRVLW DQG ZLWKGUDZDO RI FRPPRQ VKDUHYV

([SHQVHV LQFXUUHG IRU FRQYHUWLQJ IRUHLJQ FXUUHQF\ LQWR 8 6 GROODUYV
([SHQVHV IRU FDEOH WHOH[ DQG ID[ WUDQVPLVVLRQV DQG IRU GHOLYHU\ RI VHFXI

7D[HV DQG GXWLHV XSRQ WKH WUDQVIHU RI VHFXULWLHV LQHIU/XBULQZLWRKRSGSOQBL
FRPPRQ VKDUHYVY DUH GHSRVLWHG RU ZLWKGUDZQ IURP GHSRVLW

JHHV DQG H[SHQVHV LQFXUUHG LQ FRQQHFWLRQ ZLWK WKH GHOLYHU\ RU VHUYLFL!¢

YHHV DQG H[SHQVHV LQFXUUHG LQ FRQQHFWLRQ ZLWK FRPSO\LQJ ZLWK H[FKDQJH
FRPPRQ VKDUHV GHSRVLWHG VHFXULWLHV $'6V DQG $'5V

$Q\ DSSOLFDEOH IHHV DQG SHQDOWLHV WKHUHRQ
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7KH GHSRVLWDU\ IHHV SD\DEOH XSRQ WKH LVVXDQFH DQG FDQFHOODWLRQ RI $'6V DU
UHFHLYLQJ WKH QHZO\ LVVXHG $'6V IURP WKH GHSRVLWDU\ EDQN DQG E\ WKH EURNHUV F
FDQFHOODWLRQ 7KH E WRNHMH THGWWROQWHKHOLW FOLHQWY 'HSRVLWDU\ IHHV SD\DEOH LQ F
DQG WKH GHSRVLWDUJHGI BY MWFKIV GHiFS PWWIHVBKUID LEDQN WR WKH KROGHUV RI UHFRUG RI $'6V

7KH GHSRVLWDU\ [HHV SD\DEOH IRU FDVK GLVWULEXWLRQV DUH JHQHUDOO\ GHGXFWH
SD\ WKH IHHV ,Q WKH FDVH Rl GLVWULEXWLRQV RWKHU WKDIHVFDNVNKH IDEHS OLKDEID H5 LM HGME
KROGHUV FRQFXUUHQW ZLWK WKH GLVWULEXWLRQ ,Q WKH FDVH RI $'6V UHJLVWHUHG LQ
WKH GHSRVLWDU\ EDQN VHQGYV LQYRLFHVY WR WKH DSSOLFDEOH UHFRUG GDWH $'6 KROGH
GHSRVLWDU\ EDQN JHQHUDOO\ FROOHFWYV LWV IHHV WKURXJK WKH VA\VWHPYVY SURYLGHG E!
EURNHUV DQG FXVWRGLDQV KROGLQJ $'6V LQ WKHLU '7& DFFRXQWYVY 7KH EURNHUVHDW & HL
FOLHQWY DFFRXQWV WKH DPRXQW RI WKH IHHVY SDLG WR WKH GHSRVLWDU\ EDQNYV

,Q WKH HYHQW RI UHIXVDO WR SD\ WKH G HXKRWHWWHH I WHW PW KH &K S RGEH B/MWAWE DQ N HRHI
SD\PHQW LV UHFHLUYWBHRDPRX\QWHWIRVKH GHSRVLWDU\ IHHV IURP DQ\ GLVWULEXWLRQ WR

JHHVY DQG 2WKHU 3D\PHQWY ODGH E\ WKH '"HSRVLWDU\ WR 8V

"HXWVFKRAU%DWNRPSDQ\ $PHULFDWDDNDRIXWY I6G S\ UMDREXUVH XV IRU D SRUWLRQ RI F
HVWDEOLVKPHQW DQG PDLQWHQDQFH RI WKH $'5 SURJUDP LQFOXGLQJ LQYHVWRU UHODW
ZLOO UHLPEXUVH XV EXW WKH DPRXQW RI UHLPEXUVHPHQW DYDLODEOH WR XV LV @KW U
GHSRVLWDU\ KDV DJUHHG WR UHLPEXUVH XV FHUWDLQ IHHV SD\DEOH WR WKH GHSRVLWDI
EH PDGH DYDLODEOH WR XV EHFDXVH L WKH QXPEHU RI $'6V WKDW ZLOBCG W RWRHGEGHD ¥
LLL RXU UHLPEXUVDEOH H[SHQVHVY UHODWHG WR WKH SURJUDP DUH QRW NQRZQHDWQW IGL
WKH \BBW LG QRW UHFHLYH DQ\ 8QLWHG 6WDWHV ZLWKKROGLQJ WD[ IURP WKH GHSRVLWD
HVWDEOLVKPHQW DQG PDLQWHQDQFH RI WKH $'6 SURJUDP
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3$57 ,,
,7(0 "($8/76 ',9,'(1' $55($5$*(6 $1' '(/,148(1&,(6
1RQH
,7(0 0%(5,$/ 02',),&%,216 7 7+( 5,*+76 2) 6(&85,7< +2/'(56 $1' 86( 2) 352&(('6
6HH ,WHBGLWLRQDO ,QIRUPDWLRQ IRU D GHVFULSWLRQ RI WKH ULJKWV RI VHFXULWI

7KH IROORZLQJ 8VH RI 3URFHHGYV LQIRUPDWLRQ UHODWHVY WR WKH UHJLVWUDWLRQ \

SXEOIHURQJ RI $'6V UHSUHVHGWARPIPRQ VKDUHODZKLFK UHJLVWUDHWFMRQY WWDWHKHA H
1RYHPEHU

JRU WKH SHUL RHEGF WIRMH VGOIWHIRT WKH UHJLVWUDWLRQ VWDWHPHQW WR '"HFHPEHU
LQFXUUHG H[SHQVHVY DQG SDLG WR RWKHUV 86 PLOOLRQ IRU XQGHUZULWLHUBENERX®@"
SURFHHGY RI DSSUR[LPDWHO\ 86 PLHOWOLLRIQ IURP RXU LQLWLDO SXEOLF RI

JRU WKH SHUL RGFWIRMH VEODWWHIWR '"HFHPEHU ZH GLG QRW XVH D VXEVWDQWLDO ¢
RIHULQJ

,7(0 &21752/6 $1' 352&('85(6
(YDOXDWLRQ RI&RRBNRIYRBHSBN U

2XU PDQDJHPHQW ZLWK WKH SDUWILEEBSDW IDRXG RFIKRMUHHEENDHY AHUMIHRFORMHIGY B (R HHYFDACLY THWY IHR
GLVFORVXUH FRQWUROV DQG SURFHGXUHYV DV GHILQHG LQ 5XOH D H XQGHU WKH ([Ft
D E XQGHU WKH ([FKDQJH $FW %DVHG RQ WKDW HYDOXDWLRQ RXU PDQDJHPHQW KD\
SURFHGXUHWWHYH HRU WKH UHDVRQV VHW IRUWK LQ ,QWHUQDO &RQWURO RYHU )LQDQFI

ODQDJHPHRAWQ XDO 5HSRUW RRO ®RWHUQDQD&RQWO 5HSRUWLQJ

7KLV DQQXDO UHSRUW GRHV QRWVLDFOKGH B QM JRIUW URE LRDQIYWMRH QO FRQWURO RY!
FRPSIVQUHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP GXH WR D WUDQVLWLRQ SHULRG HVWDEO!I

,QWHUQDROE&RGWU) LQDQFLDO 5HSRUWLQJ

ULRU WR RXU LHUWMQLID IOQSXREYOH FFERIIU ZH ZHUH D SULYDWH FRPSDQ\ ZLWK OLPLWHG
DGGUHVYV RXU LQWHUQDO FRQWUROV DQG SURFHGXUHV 2XU LQGHSHQGHQW UHJLVWHUHC
UHSRUWLQJLOREZRIQAMFWLRQ ZLWK WKH SUHSDUDWLRQ DQG H[WHUQDO DXGLW RI RXU FRCQC
DQG ZH DQG RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP LGHQWLILHG W
LQ WKH VWDQGDUGY HVWDEOLVKHG E\ 3&%$2% 7KH WZR PDWHULDO ZHDNQHWG®EF &(KOWWSHR
UHTXLUHPHQWYV ODFN RI FRPSUHKHQVLYH 8 6 *$$3 DFFRXQWLQJ SROLFLHV DQG ILQDQ!I

:H WKHQ LPSOHPHQWHG D QXPEHU RI PHDVXUHV WR DGGUH VY HVES &RIL Q) DWARGY GHDIDV ZAHOL
RILFHU RI RXU FRPSDQ\ WR OHDG RWUFI k& DZDRL SO HoYH RXWWIR BEKW FID B 1 £ QD Q ENNY & BRF R P8 I
ILQDQFLDO UHSRUWLQJ H[SHULHQFH DQG ZRUN H[SHULHQ AH KLQWRO Y RQJ VK6 FI$GQ B QFOHG GRS
IRUPHUO\ ZRUNHG LQ %LJ3)RX®\ Q\YBUZKRWKLROH @ & 3H $i$Q HSHI® HH W FHHW QDO DFFRXQWLQJ F
*$$3 DFFRXQWLQJ FDSDELOLW)\ DQG ILQDQFLDO UHSRUWLQJ SURFHGXUHV )LQDQFLDO GH:
H[WHUQDO DQG LQWHUQDO 8 6 *$$3 H[SHUWV WR LPSURYH WKHLU NQRZB H®MH RIH 8 60 RS
LPSOHPHQWHG D IXOO VHW RI 8 6 *$$3 DFFRXQWLQJ SROLFLHV DQG ILQDQFLDO UHSRUWL

$V D UHVXOMRRW VX ¥ K BB TIKRI@WHFAWLRQ ZLWK WKH SUHSDUDWLRQ DQG UHYLHZ RI RXU
6HSWHPEHU ZH DQG RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP L
LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJKBIVVG HOLQHD Q@ \& K HL ¥ WG DG\ WY |
*$$3 DFFRXQWLQJ SROLFLHV DQG ILQDQFLDO UHSRUWLQJ SURFHGXUHYV

7R IXUWKHU UHPHG\ WKH YHJRDWH BIQWDGHG F[WBE\QDO FRQVXOWDQWY ZLWK H[WHQVLY
SROLFLHV DQG ILQDQFLDO UHSRUWLQJ SURFHGXUHVY DQG SURYLGHG KW \ZW\W K CUWKRIFP B QC
GHSDUWPHQW DQG KLUHG LQWH U QD BDHX\GLL WF B WRIl RWV 8 RBQ DEHE ALMBKR BVBL @B H[SHULHQFHYV
WHVWLQJ WR HQVXUH SURSHU LPSOHPHQWDWLRQ RI RXU B KIRXD IVS §RI ERVBHLE 508)G WDHZG 61K
H[WHQVLYH 8 6 *$$3 DQG 8 6 OLVWHG FRPSDQ\ H[SHULHQFHV WR VHUYH DV FKDLUPDQ R

BXEVHTXHQWRQQHFWLRQ ZLWK WKH SUHSDUDWLRQ DQG H[WHUQDO DXGLW RI RXU FRC
RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP LGHQWLILHG QR PDWHULDOH
SODQ WR FRQWLQXDOO\ HQKDQFH DQG LPSURYH RXU DFFRXQWLQJ SROLFLHV DQG ILQDQF
REOLJDWLRQV DV DQ 8 6 OLVWHG FRPSDQ\

$V RXU FRPERQLQHVV LV HYROYLQJ ZH PD\ LGHQWLI\ FRQWURO GHILFLHQFLHV LQ WKt
WKHP DV VRRQ DV SUBFMRFMEOMHG WR WDNLQJ DSSURSULDWH NMWH,SWHFRU UHP,IQGR D AD R Q
5LVNV 5HODWLQJ WR 2XU %XVLQHVV ,|1 ZH IBE® MR MRS O HPHRIW QW B URDIL@ WR Q @ DROW! ZH
UHVXOWV RI RSHUDWLRQV RU SUHYHQW IUDXG RU IDLO WR PHHW RXU UHSRUWLQJ REOLJEL
D G Y H U MHFON HDG



7CEGIR & ROMON

&KDQJHV LQ ,QWRIOUDNYHU RQWQEFLDO 5HSRUWLQJ

([FHSW IRU WKH PDWWHUY GHVFULEHG DERYH WR LPSURYH RXU LQWHUQDO FRQWURO
UHSRUWLQJ WKDW RFFXUUHG GXULQJ WKH SHULRG FRYHUHIGIEWWE&LRWOQQUNKDUWLHDWEBR OWERK
RXU LOWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ

7(0 >5(696'@

,7(0 $ $8',7 &200,77(( ), 1%1&,%/ (iB(5

2XU ERDUG RI GLUHFWRUYV XDVHEHWHUMHD BEKWRUW IOW RXU DXGLW FRPPLWWHH ILQDQI
VWDQGDUGY VHW IRUWK LQ 1DVGDT 6WRFN ODUNHW 5XOH6FKORVYV DQ & KXORK D U PRIQWRIHR(

J7(0 % &2'( 2) (7+,&6

2XU ERDUG Rl GLUHFWRUV KDV DGRSWHG D FRGH RV HIPISIOFRRA FAHAD IVQIBS B OHL @& W W R. @ KD X(
VSHFLILFDOO\ DSSO\ WRLRXU \F KEKIL H [ HRKBQAHRE HUFIHAK Q] RVH KO RARH KRKUHVLGHQWY DQ(
ZKR SHUIRUP VLPLODUHIXIQFMA REY FRRGMVRI:EXVLQHVYV FRQGXFW DQG HWKLFV DV ([KLELW
ZKLFK ZDV RULJLQDOO\ ILOHG ZLWK WKH 6(& RQ 2FWREHU D Q GHVKIE Y i THRVOWHG\ D FFHR
EXVLQHVV FRQGXFW DQG HWKLFV R®RPXURZHENMIGF BWIRWWS LQYHVWRUV \\
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7(0

3UL

& 35,18/35&&281F17 )((6 $1' 605&(6

7KH IROORZLQJ WDEOH VHWV IRUWK WKH DJJUHJDWH IHHV E\ FDWHJRULHV VSHFLILHG
FHZDWHUKRXVHORBEBUV LAKIR® ERPEDLQGHSHQGHQW UHJLVWHUHG SXEOLF BHFE6R& QRVY

RWKHU IHHV WR RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP GXULQJ WKH

JRUVKHID(QGHG 'HFHPEHU

LQ 50% WKRXVDQGV
$XGLW IHHV

$XGLW UHODWHG IHHV
7D[ IHHV

$XGLW IHHV PHDQV WKH DJJUHJDWH IHHV ELOOHG IRU SURIHVVLRQDO VHUYLFHV UHC
DQQXDO ILQDQFLDO VWDWHPHQWY DQG WKH UHYLHZ RI RXU FRPSDUDWLYH LQWHULP |
$XGLW UHODWHG IHHV UHSUHVHQWY DJJUHJDWH IHHV ELOOHG IRU SURIHVVLRQDO Vt
ZKLFK PDLQO\ LQFOXGHG WKH DXGLW DQG UHYLHZ RI ILQDQFLDO VWDWHPHQW VI DI R

DQG UHYLHZ DQG FRPPHQW RQ LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ
7D[ IHHV UHSUHVHQWY WKH DJJUHJDWHG IHHV ELOOHG IRU SURIHVVLRQDO VHUYLFHYV
WD[ DGYLFH DQG WD[ SODQQLQJ

7KH SROLF\ RI RXU bXGLW FRPPLWWHH LV WR SUH DSSURYH DOO DXGLWLD Q$X & RRL /XE

&RPSDQQFOXGLQJ DXGLW VHUYLFHVY DXGLW UHODWHG VHUYLFHV WD[ @H UPYLLQMHRU YIORGH R \E
DSSURYHG E\ WKH DXGLW FRPPLWWHH SULRU WR WKH FRPSOHWLRQ RI WKH DXGLW 2XU D
WKH \HDU HQGHG 'HFHPEHU

7(0

,7(0

7(0

7(0

7(0

" (;(037,216 )520 7+( /,67,1%1685'6 )25 $8',7 &200,77((6
1RW DSSOLFDEOH

( 385&+$6(6 2) (48,7< 6(&85,77¢6 %668(5 $1' $)), 7.6 3858&+$6(56
1RW DSSOLFDEOH

) &+$1*( ,1 5(*,675%$17 678(S5,1* $&&28%$17
1RW DSSOLFDEOH

* &25325% *29(51$1&(
:H KDYH IROORZHG DQG LQWHQG WR FRQWLQXH WR IROORZ WKH DSSOLFDEOH FRUSRL

+ 0,1( 6$)(7< ',6&/2685(
1RW DSSOLFDEOH



7CEGIR & ROMON

3%$57 ,,,

7(0 ),1$1&,$/$670(176
:H KDYH HOHFWHG WR SURYLGH ILQDQFLDO VWDWHPHQWYV SXUVXDQW WR ,WHP

,7(0 ),1$1&,$/$670(176
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY RI << ,QF DUH LQFOXGHG DW WKH HQC

7(0 (;+,%.,76

([KLELW

1XPEHU 'HVFULSWLRQ RI 'RFXPHQW
6HFRQG $PHQGHG DQG 5HVWDWHG OHPRUDQGXP DQG $UWLFOHV RI $VVRFLDWLRQ |
UHJLVWUDWLRQ VWDWHPHQW RQ )RUP ) DV DPHQGHG )LOH 1R LQLWLD

S5HILVWWBLBRWLPHQ $PHULFDQ 'HSRVLWDU\ 5GHFHLSW LQFRUSRUDWHG KHUHLQ E\ UF

DPHQGHG )LOH 1R LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKD(
5HILVWWBLBSRWLPHQ &HUWLILFDWH IRU &RPPRQ 6KDUHVY LQFRUSRUDWHG KHUHLQ E\
DPHQGHG )LOH 1R LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHYV DQG ([FKD(

JRUP RI '"THSRVLW $JUHHPHQW DPRQJ WKH 5HIJLVWUDQW WKH GHSRVLWDU\ DQG KR
UHIHUHQFH WR ([KLELW WR WKH UHJLVWUDWLRQ VWDWHPHQW RQ )RUP ) DV D
([FKDQJH &RPPLVVLRQ RQ 2FWREHU

,QYHVWRUV 5LJKWV $JUHHPH P @MW\ K H6 B IS WHVMEHIUQW DQG RWKHU SDUWLHV QDP
([KLELW WR WKH UHJLVWUDWLRQ VWDWHPHQW RQ )RUP ) DV DPHQGHG )LOH 1
&RPPLVVLRQ RQ 2FWREHU

6KDUH ([FKDQJH $JUHHPHQW GDWOIBWILHEWMREKRZDQ (QWHUWDLQPHQW &RUS LQF
WKH UHJLVWUDWLRQ VWDWHPHQW RQ )RUP ) DV DPHQGHG )LOH 1R

(PSOR\HH (TXLW\ ,QFHQWLYH 6FKHPH RI WKH 5HILVWUDQW DV DPHQGHG DQG
UHJLVWUDWLRQ VWDWHPHQW RQ )RUP ) DV DPHQGHG )LOH 1R LQLWLE

6KDUH ,QFHQWLYH 30DQ DQG $PKDGH HQMHQRVLYWRBOKM Rl WKH 5HILVWUDQW L
WR WKH UHJLVWUDWLRQ VWDWHPHQW RQ )RUP ) DV DPHQGHG )LOH 1R
2FWREHU

JRUP Rl ,QGHPQLILFDWLRQ $JUNH®HOQWF \ZIRWN UNG @ GHRUSWUDWWG KHUHLQ E\ UHIHL
VWDWHPHQW RQ )RUP ) DV DPHQGHG )LOH 1R LQLWLDOO\ ILOHG ZLWK
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([KLELW

1XPEHU '"HVFULSWLRQ RI 'REXPHQW
JRUP RI (PSOR\PHQW $JUHHPHQW EHWZHHQLWHKYH BHWRKMN DWW VWOEQIN HQHRX\E RV
WR WKH UHJLVWUDWLRQ VWDWHPHQW RQ )RUP ) DV DPHQGHG )LOH 1R
2FWREHU

(QJOLVK WUDQVODWLRQ RI ([FOXVLYH %XVLQHVV &RRSHUDWLRQ $JUHHPHQW GDW}
(QWHUWDLQPHQMFKRDIRORDWRKRIQMLQJ &RPSDQ\ /LPLWHG DQG *XDQJ]KRX +XDGXR
UHJLVWUDWLRQ VWDWHPHQW RQ )RUP ) DV DPHQGHG )LOH 1R LQLWLD

(QJOLVK WUDQVODWLRQ RI 6XSSOHPHQWDWRS$JEBMNFHQK SO IDE MR RIRREHW DW LR Q
DQG *XDQJ]KRX +XDGXR LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH WR ([KLELW Wi
LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ RQ 2F

(QJOLVK WUDQVODWLRQ RI &RQILUPDWIR @ [ FOXW HYVHGRPXWH.® HRY RRIRIRRBBHUDWLRQ $JL
*XDQJ]JKRX +XDGXR LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH WR ([KLELW WR WK
LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ RQ 2FWREHL

(QJOLVK WUDQVODWRERQRPIRJF OXYBRYROBRQG6HUYLFHYV $JUHHPHQW GDWHG $XJXVW
*XDQJ]KRX +XDGXR LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH WR ([KLELW WR WK
LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ RQ 2FWREHL

(QJOLVK WUDQVODWLRQ RI 6XSSOHPHQWDWRS$JEBONHFKRPRORDWEXERRYMCEGWE6HUYLF
EHWZHHQ +XDQMX 6KLGDL DQG *XDQJ]KRX +XDGXR LQFRUSRUDWHG KHUHLQ E\ UH
DPHQGHG )LOH 1R LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKDQC

(QJOLVK WUDQVODWLRQ RI &RQILUP DWLR Q[ DONFW SR ORI W 633 BRYRPBOG6HUYLFHV $
+XDQMX 6KLGDL DQG *XDQJ]KRX +XDGXR LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH W
JLOH 1R LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHV DQG ([FKDQJH &RPPL’

(QJOLVK WUDQVODWLRQ RI 3RZHUV RI BWAWXRGQMR GRXWEIKBX6 BSMGTPLEBUHDFK RI WKH
LQFRUSRUDWHG KHUHLQ E\ WRIWWHH QUWFHHI WWVRWU RMWEIRY) VWDWHPHQW RQ )RUP ) DV
WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ RQ 2FWREHU

(QJOLVK WUDQVODWLRQ RI ([FOXVLYH 2SWLP®RQU HKXPIQWX V6 IGIDADH.G *6X4-TBQM HKPREX! U X [
VKDUHKROGHUV RI *XDQJ]KRX +XDGXR LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH WR
1R LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ

(QJOLVK WUDQVODWLRQ RI (TXLW\ ,QWHUHVW EWHMZHHRIYXBIEO MR V8K LGDW HAE) 6 HEWH
*XDQJ]JKRX +XDGXR LQFRUSRUDWHG KHWRLWKEH UHIHVWQBHIWVROQ(MWLEWMPHQW RQ )
LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ RQ 2FWREHL
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([KLELW

1XPEHU '"HVFULSWLRQ RI 'REXPHQW
(QJOLVK WUDQVODWLRQ RI &RQVHQW YHKKW® HEY WRW NEORNKIREEBHUYV RI *XDQJ]KRX +
WR ([KLELWR WKH UHJLVWUDWLRQ VWDWHPHQW RQ )RUP ) DV DPHQGHG )LOH 1R
&RPPLVVLRQ RQ 2FWREHU

(QJOLVK WUDQVODWLRQ RI ([FOXVLYH %XVLQHVV &RRSHUDWLRQ $JUHHRE DR WL QBRU
KHUHLQ E\ UHIHUHQFH WR ([KLELW WR WKH UHJLVWUDWLRQ VWDWHPHQW RQ )
DQG ([FKDQJH &RPPLVVLRQ RQ 2FWREHU

(QJOLVK WUDQVODWLRQ RI 6XSSOHPHQWDWRS$JEBNFHQA 9SO IQE MR RIRREHW DW LR Q
DQG HXGDQLIQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH WR ([KLELW WR WKH UHJL
LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ RQ 2FWREHL

(QJOLVK WUDQVODWLRQ RI &RQILUPDWIR [ FOXW HYUHGRPXWH.®@ HRY RRIRIRRBBHUDWLRQ $JL
%HLMX®@D 7LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH WR ([KLELW WR WKH UHJLVW
LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ RQ 2FWREHL

(QJOLVK WUDQVODWRERQ@RPIRJIF OXYERAROBRQG6HUYLFHYVY $JUHHPHQW GDWHG 'HFHPEL
%HLMXQ@D 7LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH WR ([KLELW WR WKH UHJLVW
LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ RQ 2FWREHL

(QJOLVK WUDQVODWLRQ RI 6XSSOHPHQWDWRS$J[EBHNFKQRORDW6XSBRYMCBE@GC6HUYLF
EHWZHHQ +XDQMX 6KLiGDLLOFR UBHRIMMIHG KHUHLQ E\ UHIHUHQFH WR ([KLELW \
YLOH 1R LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHV DQG ([FKDQJH &RPPL’

(QJOLVK WUDQVODWLRQ RI &RQILUPDWLR Q[ FOMEHYURGRW\HEXISBREREORPG6HUYLFHV S
+XDQMX 6KLGDLXBO®G UHFIRUSRUDWHG KHUHLQ E\ UHIHUHQFH WR ([KLELW WR W
LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ RQ

(QJOLVK WUDQVODWLRQ RI 3RZHUVLRV % W& RARQHX DEDWIHGKQBDL E\ HDFKGD W IQH RAKS
KHUHLQ E\ UHIHUHQFH WR ([KLELW WR WKH UHJLVWUDWLRQ VWDWHPHQW RQ )
DQG ([FKDQJH &RPPLVVLRQ RQ 2FWREHU

(QJOLVK WUDQVODWLRQ RI ([FOXVLYH 2SOVLR@I $:DUMHHNP X @ WAGD MVPIEBHBIER RT7 WKH V
7XGD LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH WR ([KLELW WR WKH UHJLVWUDW
ZLWK WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ RQ 2FWREHU

(QJOLVK WUDQVODWLRQ RI (TXLW\ ,QWH U HENWZ®! H@J HXDIUM X B K Q @/IVL CCOQNGH 1§ D-FIOaRD
LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH WR ([KLELW WR WKH UHJLVWUDWLRQ \
WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ RQ 2FWREHU

(QJOLVK WUDQVODWLRQ RI &RQVHQM VKM@ HEY WER W WE DLRN &R E 86 B URSIRY B IWNHLGY K HU
(IKLELW WR WKH UHJLVWUDWLRQ VWDWHPHQW RQ )RUP ) DV DPHQGHG )LOH
&RPPLVVLRQ RQ 2FWREHU
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([KLELW
1XPEHU 'HVFULSWLRQ RI 'RFXPHQW
(QJOLVK WUDQVODWLRQ RI -RLQW 2SHEBWZRBQS WKHHBKXKD GEWBHGFK @I *XDQJ
7HFKQRORJ\ &R /WG LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH WR ([KLELW
LQLWLDOO\ ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRC

/LVW RI 6LJQLILFDQW 6XEVLGLDULHV
$PHQGHG &RGH RI %XVLQHVV &RQGXFW DQG (WKLFV RI WKH 5HJLVWUDQW
&HUWLILFDWLRQ E\ 3ULBRUSIU VXEGWLWR @HFWLRQ Rl WKH 6DUEDQHV 2[OF
&HUWLILFDWLRQ E\ 3ULLRHU SXO Y XQ QQF WIRO6HIFWLRQ Rl WKH 6DUEDQHYV 2[OH
&HUWLILFDWLRQ E\ 3ULBRFUSIU VXEGWLWR @HFWLRQ RI WKH 6DUEDQHV 2[OF
&HUWLILFDWLRQ E\ 3ULLRHU SXO Y XQ QQF WIRO6HIFWLRQ Rl WKH 6DUEDQHYV 2[OH
&RQVHQW RI &RQ\HUV 'LOO 3HDUPDQ
&RQVHQW RI =KRQJ /XQ /DZ )LUP
&RQVHQW RI ,QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP

.16 %5/ ,QVWDQFH 'RFXPHQW

6&+ %5/ D[RQRP\ ((WHQVLRQ 6FKHPD 'RFXPHQW

&$/ %5/ D[RQRP\ ((WHQVLRQ &DOFXODWLRQ /LQNEDVH 'RFXPHQW

() %5/ D[RQRP\ ([ WHQVLRQ 'HILQLWLRQ /LQNEDVH 'RFXPHQW

1$% %5/ D[RQRP\ ((WHQVLRQ /DEHOV /LQNEDVH 'REXPHQW

35( %5/ D[RQRP\ ((WHQVLRQ 3UHVHQWDWLRQ /LQNEDVH 'RFXPHQW

JLOHG ZLWK WKLV DQQXDO UHSRUW RQ )RUP )

JXUQLVKHG ZLWK WKLY DQQXDO UHSRUW RQ )RUP )

%5/ H;WHQVLEOH %XVLQHVV 5HSRUWLQJ /DQJXDJH LQIRUPDWLRQ LV IXUQLVKHG DQC
6HFWLRQW Rl WKH 6HFXULWLHV $FW RI DV DPHQGHG LV GHHPHG QRW ILOHG IRU
RWKHUZLVH LV QRW VXEMHFW WR OLDELOLW\ XQGHU WKHVH VHFWLRQV
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6,*1%85(6

7KH UHJLVWUDQW KHUHE\ FHUWLILHY WKDW LW PHHWYV DOO RI WKH UHTXLUHPHQWV IR
VLJQ WKLV DQQXDO UHSRUW RQ LWV EHKDOI

'DWH $SULO << ,1&

%\ V 'DYLG ;XHOLQJ /L
IDPHDYLG ;XHOLQJ /L
ILWOHUHFWRU DQG &KLHAHWYHFXWLYH 21
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<< ,1&
J1'(; 72 &2162/,'%(" ),1$1&,$/ &7(0(176

&RQWHQWYV 3DJt
S5HSRUW RI . QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP )
&ROVROLGDWHG %DODQFH 6KHBI®& DV RI '"HFHPEHU )

&RQVROLGDWHG 6WDWHPHQWY RI 2SHUDW L RGHMDOG (RBPSUHKHPEHDHH GRVY ,QFRPH IRU V
&RQVROLGDWHG 6WDWHPHQWY RI &KDQJHV IHD BKDNDHKHREO'GHHFBPEHBAGLWY (TXLW\ IRU WK
&RQOVROLGDWHG 6WDWHPHGMWYWRI[Q@EONE )ORFIFEHRIOQWKH < )
1RWHV WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV )

)
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5HSRUW Rl ,QGHSHOG BRIWOLAHIEWAMRKWQWLQJ )LUP
7R WKH %RDUG RI 'LUHFWRUV DQG 6KDUHKROGHUV RI << ,QF

,Q RXU RSLQLRQ WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWV DQG WKH UHODW
LQ VKDUHKROGHUV HTXLW\ GHILFLWIM DQG RDWBH\UK DORZNV SHFHWHWQWKIDUUQDQFLDO SRVL
DW 'HFHPEHU DRGGNVKH UHVXOWYV RI WKHLU RSHUDWLRQV DQG WKHLU FDVK IORZV IR!
FRQIRUPLW\ ZLWK DFFRXQWLQJ SULQFLSOHV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG &WD
PDQDJHPHQW 2XU UHVSRQVLELOLW\ LV WR H[SUHVV DQ RSLHERQ ®QFW KB VRIXIL @XG EMDO RV
DFFRUGDQFH ZLWK WKH VWDQGDUGV Rl WKH 3XEOLF &RPSDQ\ $FFRXQWLQJ 2YHUVLJKW %]
REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU WKH ILQDQFLDO VWDWHPHQWY DUH |
VXSSRUWLQJ WKH DPRXQWV DQG GLVFORVXUHV LQ WKH ILQDQFLDO VWDWHPHQWY DVVHYV
HYDOXDWLQJ WKH RYHUDOO |LQHD @FRIORG WHY YW Bl W HROW DXKHELMQMWDWRIYRGH: D UHDVRQDEOH E

V 3ULFHZDWHUKRXVYD&RRI HRIMVHCR QR S D Q\
6KDQJKDL WKHHIXE®OQH RI &KLQD

$SULO
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&2162/,'S (" %$/$1&( 6+((76 $6 2) '(&(0%(5 $1°
$00 DPRXQWV LQ WKRXVDQGV H[FHSW VKDUH $'6 SHU VKDUH DQG SHU $'6 GDWD

$V RI '"HFHPEHU

1RWHV
50% 50% 86
1RWH

$VVHWYV

EXWHWYW DVVHWYV
&DVK DQG FDVK HTXLYDOHQWYV
6KRUW WHUP GHSRVLWYV
$FFRXQWY UHFHLYDEOH QHW
$PRXQW GXH IURP D UHODWHG SDUW\
BUHSD\PHQWY DQG RWKHU FXUUHQW DVVHWYV
'"HIHUUHG WD[ DVVHWYV

TRWDOHRXWDVVHWYV

1RQ FXQW DVVHWYV

'"HIHUUHG WD[ DVVHWV
,QYHVWPHQWYV
BURSHUW\ DQG HTXLSPHQW QHW
,QWDQJLEOH DVVHWYV QHW
*RRGZLOO

2WKHU QRQ FXUUHQW DVVHWYV

7JRWDO QR QW DWW HW YV

7TRWDO DVVHWYV

/ILDELOLWLHNKRPRQGHWUD LHTXLW\
EXWHRDW OLDELOLWLHYV
$FFRXQWY SD\DEOH LQFOXGLQJ DFFRXQWV SD\DEOH RI WKH FRQVROLGDWHG YDULDEC(

WKH &RPSDQ\ RI 50% DQG 50% DVQRG 'HFHPEWSHFWLYHO\

'"HIHUUHG UHYHQXH LQFOXGLQJ GHIHUUHG UHYHQXH RI WKH FRQVROLGDWHG YDULDEC
&RPSDQ\ RI 50% DQG 50% DV RDQMSFHPEHHBVSHFWLYHO\

$GYDQFHV IURP XVHUV LQFOXGLQJ DGYDQFHV IURP XVHUV RI WKH FRQVROLGDWHG YL
UHFRXUVH WR WKH &RPSDQ\ RI 50% DQG 5D®G D W R V SHHFFHWRIEYHHUO \

,QFRPH WD[HV SD\DEOH LQFOXGLQJ LQFRPH WD[HV SD\DEOH RI WKH FRQVROLGDWHG °
UHFRXUVH WR WKH &RPSDQ\ RI 50% DQG 5@ G D W R V SHHFFHAPLEYHHO \

$FFUXHG OLDELOLWLHY DQG RWKHU FXUUHQW OLDELOLWLHYV LQFOXGLQJ DFFUXHG OLI
FRQVROLGDWHG YDULDEOH LQWHUHVW HQWLW\ ZLWKRXW UHFRXUVH WR WKH &RPSD!

'HFHPEHU DQG UHVSHFEWLYHO\
$PRXQWYV GXH WR UHODWHG SDUWLHV LQFOXGLQJ DPRXQWV GXH WR UHODWHG SDUWI
HQWLW\ ZLWKRXW UHFRXUVH WR WKH &RPSDQ\ RI 50B0QG DQG 50% DV RI '"HFHPEHL

UHVSHFWLYHO\

TRWDOHRXWOLDELOLWLHV

1RQ FXQW OLDELOLWLHYV
'"HIHUUHG UHYHQXH LQFOXGLQJ GHIHUUHG UHYHQXH RI WKH FRQVROLGDWHG YDULDEO
&RPSDQ\ RI 50% DQG 50% DV RDCHFHPEHIHVSHFWLYHO\

7TRWDO OLDELOLWLHV

&RPPLWPHQWY DQG FRQWLQJHQFLHYV
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$00 DPRXQWV LQ WKRXVDQGV H[FHSW VKDUH $'6 SHU VKDUH DQG SHU $'6 GDWD

$V RI '"HFHPEHU

1RWHV
50% 50% 86
1RWH |
OH]]DQLQH HTXLW\
6HULHY $ FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG VKDUHV 86 SDU YDOXH
LVVXHG DQG RXWVWDQGLQJDIQGRYROFHHREWVWDQGLQJ DV Rl '"HFHPEHU
6HULHYV % FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG VKDUHV 86 SDU YDOXH
LVVXHG DQG RXWVWDQGLQJDIMGROROFHHREWVWDQGLQJ DV Rl '"HFHPEHU
6HULHY & FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG VKDUHV 86 SDU YDOXH
LVVXHG DQG RXWVWDQGLQJDIGRYROFHREWVWDQGLQJ DV Rl '"HFHPEHU
6HULHY & FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG VKDUHV 86 SDU YDOXH

LVVXHG DQG RXWVWDQGLQJIJDIMGRY RPHHREWVWDQGLQJ DV RI '"HFHPEHU
6KMHKROGHUYV GHILFLWY HTXLW\

&OBVFWRPPRQ VKDUHV 86 SDU YDOXH QRQH DQG VKDUHV DXWKRUL]JHG QF
VKDUHV LVVXHG DQG RXWVWDRGGQJ DW RY SHHFFRPLEYHHD \

&ODVV % FRPPRQ VKDUHV 86 SDU YDOXH DQG VKDUHV DXWKRUL
DQG VKDUHV LVVXHG DQG RXW\WDMBQGLQJ DV Rl '"HFHPEHU

UHVSHFWLYHO\
$GGLWLRQDO SDLG LQ FDSLWDO
$FFXPXODWHG GHILFLWV
$FFXPXODWHG RWKHU FRPSUHKHQVLYH ORVYV

TRWDOH¥RDGHUYVY GHILFLWY HTXLW\

7TRWDO OLDELOLWLHYV PHHORQQHUNT XGWILFQ® W KHDTUX LW\

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKHVH FRQVROLGDWHG ILQDQFLD
)
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$00 DPRXQWV LQ WKRXVDQGV H[FHSW VKDUH $'6 SHU VKDUH DQG SHU $'6 GDWD

JRU WKH \HDU HOGHG 'HFHPEHL

1RWH

50% 50% 50% 86
1RWH t

THWYHQXHV
,QWHUQHW YDOXH DGGHG VHUYLFH

2QOLQH JDPH

<< PXVLF

2WKHUV
2QO0LQH DGYHUWLVLQJ

7R W D OH@ H @ XWH
&RVW RI UHYHQXHYV

*UR V VRSIULW

2SHUDWLQJ H[SHQVHYV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV
6DOHV DQG PDUNHWLQJ H[SHQVHYV
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

7JRWDO RSHUDWLQJ H[SHQVHYV
*RYHUQPHQW JUDQWYV

2SHUDWLQJ ORVV LQFRPH

*DLQ RQ GLVSRVDO RI DQ HTXLW\ LQYHVWPHQW
*DLQ RQ GLVSRVDO RI D FRVW LQYHVWPHQW
JRUHLJQ FXUUHQF\ H[FKDQJH ORVVHV JDLQV QHW
,QWHUHVW LQFRPH

/RVV LQFRRH. @FRRY WD[ H[SHQVHV

,QFRPH WD[ H[SHQVHYV

/IRVV LQFRRHGRMRUJIJDLQ LQ HTXLW\ PHWKRG LQYHVWPHQWY QHW RI LQFRPH WD[HV

/IRVV JDLQ LQ HTXLW\ PHWKRG LQYHVWPHQWY QHW RI LQFRPH WD[HV

1HW ORVV LQFRPH DWWULEXWDEOH WR << ,QF

$FFUHWLRQ GHFUHWLRQ WR FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG VKDUHV UHGHPSW
$OORFDWLRQ RI QHW LQFRPH WR SDUWLFLSDWLQJ SUHIHUUHG VKDUHKROGHUYV

1HW ORVV LQFRPH DWWULEKRD®DEDOHVWR FRPPRQ VKDU

1HW ORVV LQFRPH
2WKHU FRPSUHKHQVLYH ORVYV
JRUHLJQ FXUUHQF\ WUDQVODWLRQ DGMXVWPHQWYV QHW RI QLO WD]

&RPHKHQVLYH ORVV LQFRPH DWWULEXWDEOH WR << ,QF

)
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$00 DPRXQWVY LQ WKRXVDQGYVY H[FHSW VKDUH $'6 SHU VKDUH DQG SHU $'6 GDWD

JRU WKH \HDU HQGHG 'HFHPEHU

1RWH
50% 50 % 50% 86
1RWH H
1HW ORVV LQFRPH SHU $'6
EDVLF
GLOXWHG

:HLIJKWHG DYHUDJH QXPEHU RI $'6 XVHG LQ FDOFXODWLQJ EDVLF ORVV LQFRPH SHU $'6
:HLIJKWHG DYHUDJH QXPEHU RI $'6 XVHG LQ FDOFXODWLQJ GLOXWHG ORVV LQFRPH SHU
1HW ORVV LQFRPH S#HU FRPPRQ VKDU

EDVLF

GLOXWHG

:HLIKWHG DYHUDJH QXPEHU RI FRPPRQ VKDUHV XVHG LQ FDOFXODWLQJ EDVLF ORVV LQ
FRPPRQ VKDUH

:HLIKWHG DYHUDJH QXPEHU RI FRPPRQ VKDUHV XVHG LQ FDOFXODWLQJ GLOXWHG ORVYV
FRPPRQ VKDUHV

(DFK $'6 UHSUHVEBOAVRWVP P RQODWIVUH V
6KDUH EDVHG FRPSHQVDWLRQ ZDV DOORFDWHG LQ FRVW RI UHYHQXHY DQG RSHUDWL(

JRU WKH \HDU HQGHG 'HFHPEHU

50% 50% 50% 86

1RWH H
&RVW RI UHYHQXHYV

5HVHDUFK DQG GHYHORSPHQW H[SHQVHV
6DOHY DQG PDUNHWLQJ H[SHQVHV
*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV

7KH DFFRPSDQ\LQJ QRWHYV DUH DQ LQWHJUDO SDUW Rl WKHVH FRQVROLGDWHG ILQDQFLD
)
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$00 DPRXQWV LQ WKRXVDQGV H[FHSW VKDUH $'6 SHU VKDUH DQG SHU $'6 GDWD

&R IRXQGHU $FFXPXODWHG
FRPPRQHPAKDU &RPPRQ N¥XDU $GGLWLRQDO RWKHU 7RWDO
IXPEHU IXPEHU SDLG LGFFXPXODWRIGHKMHQVIWKEKROG F
1RWHVRI VKFU $PRXQW RI VKMU $PRXQWFDSLWDOGHILFLWV ORVV GHILFLW
1TRWH 50 % TRWH 50 % 50% 50% 50 % 50 %

%DODQFH DV RI '"HFHPEHU
7JUDQVIHU RI &R IRXQGHU FRPPRQ VKDUHV LQWR
FRPPRQ VKDUHYV
6KDUH EDVHG FRPSHQVDWLRQ UHVWULFWHG VKDUHV
,VVXDQFH RI UHVWULFWHG VKDUHV WR WKH &(2 DQG
&KDLUPDQ
,VVXDQFH Rl UHVWUDFWMG VKDUHV WR 1HR7
IRXQGHUV
7JUDQVIHUUHG IURP PDWXUHG OLDELOLW\ DZDUG IRU
1IHROWNV IRXQGHUYV
$FFUHWLRQ RI 6HULHYV $ FRQYHUWLEOH UHGHHPDEOH
SUHIHUUHG VKDUHV WR UHGHPSWLRQ YDOXH
$FFUHWLRQ RI 6HULHV % FRQYHUWLEOH UHGHHPDEOH
SUHIHUUHG VKDUHV WR UHGHPSWLRQ YDOXH
$FFUHWLRQ RI 6HULHY & FRQYHUWLEOH UHGHHPDEOH
SUHIHUUHG VKDUHV WR UHGHPSWLRQ YDOXH
&RPSRQHQWYV Rl FRPSUHKHQVLYH ORVYV
1HW ORVV
JRUHLJQ FXUUHQF\ WUDQVODWLRQ DGMXVWPHQW
QHW RI QLO WD]

%DODQFH DV RI '"HFHPEHU
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$00 DPRXQWV LQ WKRXVDQGV H[FHSW VKDUH $'6 SHU VKDUH DQG SHU $'6 GDWD

&R IRXQGHU $FFXPXODWHG
FRPPRQHAKDU &RPPRQ M¥DU $GGLWLRQDO RWKHU 7RWDO
IXPEHU IXPEHU SDLG LBFFXPXODWRIGHKHQVIWKEKROGF

1IRWRVVKDBPRXQW RI VKDU $PRXQWFDSLWDOGHILFLWY ORVYV GHILFLW
IRWH 50% IRWH 50 % 50 % 50% 50 % 50 %

%DODQFH DV RI '"HFHPEHU

,VVXDQFH Rl FRPPRQ VKDUHYV

([HUFLVH Rl ZDUUDQW E\ DQ LQGHSHQGHQW LQVWLWXWLRQDO
LQYHVWRU

6KDUH EDVHG FRPSHQVDWLRQ VKDUH RSWLRQV

6KDUH EDVHG FRPSHQVDWLRQ UHVWULFWHG VKDUHYV

6KDUH EDVHG FRPSHQVDWLRQ UHVWULFWHG VKDUH XQLWYV

6KDUH EDVHG FRPSHQVDWWRY/ ZDUUDQWY WR 1HR7Y
IRXQGHUYV

6KDUH EDVHG FRPSHQVDWLRQ UHVWULFWHG VKDUHV WR WKH
&(2 DQG &KDLUPDQ

7JUDQVIHUUHG IURP PDWXUHBVOMELOLW\ DZDUG IRU 1HR?7Y
IRXQGHUYV

5HFODVVLILFDWLRQ RI OLDELOLW\ FODVVLILHG VKDUH EDVHG
DZDUGV LQWR HTXLW\ FODVVLILHG DZDUGV IRU ZDUUDQWV WR
1HROWNV IRXQGHUYV

5HFODVVLILFDWLRQ RI OLDELOLW\ FODVVLILHG VKDUH EDVHG
DZDUGV LQWR HTXLW\ FODVVLILHG DZDUGV IRU VKDUH
RSWLRQV

$FFUHWLRQ Rl 6HULHV $ FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG
VKDUHVY WR UHGHPSWLRQ YDOXH

$FFUHWLRQ RI 6HULHV % FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG
VKDUHV WR UHGHPSWLRQ YDOXH

$FFUHWLRQ Rl 6HULHV & FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG
VKDUHVY WR UHGHPSWLRQ YDOXH

&RPSRQHQWV RI FRPSUHKHQVLYH ORVYV

1HW ORVYV
JRUHLJQ FXUUHQF\ WUDQVODWLRQ DGMXVWPHQW QHW RI QLO
WD

%DODQFH DV RI '"HFHPEHU
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$00 DPRXQWYV LQ WKRXVDQGV H[FHSW VKDUH $'6 SHU VKDUH DQG SHU $'6 GDWD

$FFXPXODWHG

&ODWE&RPPRQHAMKDWKRODVYV % &RPRRQ ¥KEWWLRQDO RWKHU 7TRWDO

1XPEHU 1XPEHU SDLG LQ$FFXPXODWRIRBEKHQVLWKEKROGE
IRWHRI VHPU $PRXQW RI VHPU $PRXQW FDSLWDO GHILFLWV ORVV HTXLW\

1RWH 50% 1RWH 50% 50% 50% 50% 50%

%DODQFH DV RI '"HFHPEHU

,VVXDQFH Rl FRPPRQ VKDUHYV

,VVXDQFH Rl FRPPRQ VKDUHV IRU YHVWHG UHVWULFWHG
VKDUHYV

6KDUH EDVHG FRPSHQVDWLRQ VKDUH RSWLRQV

6KDUH EDVHG FRPSHQVDWLRQ UHVWULFWHG VKDUHYV

6KDUH EDVHG FRPSHQVDWLRQ UHVWULFWHG VKDUH
XQLWV

6KDUH EDVHG FRPSHQVDWLRQ UHVWULFWHG VKDUHV WR
WKH &(2 DQG &KDLUPDQ

7JUDQVIHUUHG IURP 6HULHV $ FRQYHUWLEOH
UHGHHPDEOH SUHIHUUHG VKDUHV XSRQ WKH
FRPSOHWLRQ Rl WKHULQUWLDO SXEOLF RI

7JUDQVIHUUHG IURP 6HULHV % FRQYHUWLEOH
UHGHHPDEOH SUHIHUUHG VKDUHV XSRQ WKH
FRPSOHWLRQ Rl WKHULQUWLDO SXEOLF RI

7JUDQVIHUUHG IURP 6HULHY & FRQYHUWLEOH
UHGHHPDEOH SUHIHUUHG VKDUHV XSRQ WKH
FRPSOHWLRQ Rl WKHULQUWLDO SXEOLF RI

'HFUHWLRQ Rl 6HULHV $ FRQYHUWLEOH UHGHHPDEOH
SUHIHUUHG VKDUHV WR UHGHPSWLRQ YDOXH

'"HFUHWLRQ RI 6HULHY % FRQYHUWLEOH UHGHHPDEOH
SUHIHUUHG VKDUHV WR UHGHPSWLRQ YDOXH

'"HFUHWLRQ RI 6HULHVY & FRQYHUWLEOH UHGHHPDEOH
SUHIHUUHG VKDUHV WR UHGHPSWLRQ YDOXH

&RPSRQHQWV RI FRPSUHKHQVLYH LQFRPH

1HW LQFRPH
YRUHLJQ FXUUHQF\ WUDQVODWLRQ DGMXVWPHQW
QHW RI QLO WD]

%DODQFH DV RI '"HFHPEHU

7KH DFFRPSDQ\LQJ QRWHYV DUH DQ LQWHJUDO SDUW RI WKHVH FRQVROLGDWHG ILQDQFLD
)
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$00 DPRXQWV LQ WKRXVDQGV

JRU WKH \HDU HOQGHG 'HFHP

IRWHV
50% 50% 50% 86
1RWH

&DVK IORE\RBIHUDWLQJ DFWLYLWLHV
1HW ORVV LQFRPH
$GMXVWPHQWY WR UHFRQFLOH QHW ORVV LQFRPH WR QHW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHV
'"HSUHFLDWLRQ RI SURSHUW\ DQG HTXLSPHQW
$PRUWL]DWLRQ RI DFTXLUHG LQWDQJLEOH DVVHWYV
$0O0ORZDQFH IRU GRXEWIXO DFFRXQWYV
/RVV JDLQ RQ GLVSRVDO RI SURSHUW\ DQG HTXLSPHQW
,PSDLUPHQW RI HTXLW\ LQYHVWPHQWYV
,PSDLUPHQW RI FRVW LQYHVWPHQW
,PSDLUPHQW RI LQWDQJLEOH DVVHWYV
6KDUH EDVHG FRPSHQVDWLRQ
6KDUH RI ORVV JDLQ RI HTXLW\ LQYHVWPHQWYV
*DLQ RQ GLVSRVDO RI DQ HTXLW\ LQYHVWPHQW
*DLQ RQ GLVSRVDO RI D FRVW LQYHVWPHQW
'"HIHUUHG LQFRPH WD[HV QHW
JRUHLJQ H[FKDQJH ORVVHV JDLQV QHW
&KDQJHV LQ RSHUDWLQJ DVVHWY DQG OLDELOLWLHY QHW
$FFRXQWYV UHFHLYDEOH
3UHSD\PHQWY DQG RWKHU FXUUHQW DQG QRQ FXUUHQW DVVHWYV
$PRXQWYV GXH IURP UHODWHG SDUWLHV
$PRXQWYV GXH WR UHODWHG SDUWLHV
$FFRXQWV SD\DEOH
"HIHUUHG UHYHQXH
$GYDQFHV IURP XVHUV
,QFRPH WD[ SD\DEOH
$FFUXHG OLDELOLWLHY DQG RWKHU FXUUHQW OLDELOLWLHV

1HW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHV

&DVK IOREML QY HVWLQJ DFWLYLWLHV

B3ODFHPHQWY RI VKRUW WHUP GHSRVLWV

ODWXULWLHV RI VKRUW WHUP GHSRVLWV

3XUFKDVH RI SURSHUW\ DQG HTXLSPHQW

3XUFKDVH RI LQWDQJLEOH DVVHWYV

&DVK SDLG IRU HTXLW\ LQYHVWPHQWYV

&DVK SDLG IRU D FRVW LQYHVWPHQW

&DVK UHFHLYHG IURP GLVSRVDO RI D FRVW LQYHVWPHQW
&DVK UHFHLYHG IURP GLVSRVDO RI DQ HTXLW\ LQYHVWPHQW
&RQVLGHUDWLRQ SDLG LQ FRQQHFWLRQ ZLWK EXVLQHVV DFTXLVLWLRQ
/RDQ WR D UHODWHG SDUW\

/RDQ WR D WKLUG SDUW\

5HSD\PHQW RI ORDQ IURP UHODWHG SDUWLHYV

/IRDQV WR HPSOR\HHV

5HSD\PHQW RI ORDQV IURP HPSOR\HHV

BURFHHGV IURP GLVSRVDO RI SURSHUW\ DQG HTXLSPHQW

1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV

&DVK IOREMLUQDQFLQJ DFWLYLWLHV
3URFHHGV IURP LVVXDQFH RI FRPPRQ VKDUHV QHW RI LVVXDQFH FRVWYV
3URFHHGYV IURP LBUWQDOQHNEBLK@GHUZULWHUY FRPPLVVLRQV RI 86
3D\PHQWYV RI OLVWLQJ H[SHQVHV

5HSXUFKDVH RI FRPPRQ VKDUHV DQG ZDUUDQWYV

5HSXUFKDVH Rl VKDUH RSWLRQV

1HW FDVK XVHG LQ SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV

1HW GHFUHDVH LQFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV
&DVK DQG FDVK HTXLYDOHQWY DW WKH EHJLQQLQJ RI WKH \HDU
(IHFW RI H[FKDQJH UDWH FKDQJHV RQ FDVK DQG FDVK HTXLYDOHQWV

&DVK DQG FDVK HTXLYDOHQWY DW WKH HQG RI WKH \HDU

6 XSSOHPHQWMBORGE IFNDAMKRMNOREZYVY LQIRUPDWLRQ
$FTXLVLWLRQ RI SURSHUW\ DQG HTXLSPHQW LQ IRUP RI DFFRXQWYV SD\DEOH
(PSOR\HH ORDQV VHWWOHG E\ UHSXUFKDVH RI YHVWHG VKDUH RSWLRQV
,QFRPH WD[HV SDLG

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKHVH FRQVROLGDWHG ILQDQFLD
)
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$00 DPRXQW LQ WKRVDQGVSHUGBREM VKDAHVY RWKHUZLVH VWDWHG

2UJDQL]DWLRQ DQG SULQFLSDO DFWLYLWLHYV
D 3ULQFLSDO DFWLYLWLHV

<< ,QF WKH &RPSDQ\ WKURXJK LWV VXEVLGLDULHYV DQ®&KWV*YBNEDEIOHSILQWIHUSN:
DQ RQOLQH VRFLDO SODWSKE® LK) RVKKBEBSWHKH 35& RU &KLQD WKURXJIK <¥WRBQG
'‘XRZDQ FRP

E 5HRUJDQL]DWLRQ
7KH &RPSDQ\ ZDV LQFRUSRUDWHG LQ WKH &D\PDQ ,VODQGV RQ -XO\

7KH *URXS EHJDQ LWV RSHUDWLRQV LQ WKH 35& LQ $%DQ0]K R XWHXUDRGXKIAK KLOIRWY BREENSGRRPPSH
*XDQJ]JKRX +XDGXR ZKLFK ZDV'IBY.IUG FXWOO LROZIQM. G VEK B U)R X Q G HAX QRAH W KMK I (& R D RXG(
&KDLUPDQ *XDQJ]KRX +XDGXR KROGV WKH QHFHVVDU\ OLFHQVHY DQG DSSURYDOV \

JRU WKH SHULRG EHWZHHQ -XO\ DQG $SIDIQL]DW LRIQH WIKRXLY DUMGRHBMARE 8 B VUMIREO L’

"XRZDQ /LPLWHG DQ LQYHVWPHQW KROGLQJ FRPSDQ\ XQGHU WKH ODZV RI WKH %9,
LQFRUSRUDWHG FRPSDQ\ ZKROO\ RZQHG E\ 'XRZDQ /L PHAKH® ORQ G &K D QW|& R X *XRZ D& R
RZQHG IRUHLJQ HQWHUSULVH :2)( LQ WKH 35& RZQHG E\ 'XRZDQ +RQJ .RQJ FROO}
5SHRDQL]DWLRQ ZDV QHFHVVDU\ WR FRPSO\ ZLWK 35& ODZV DQG UHJXODWLRQV ZKLFK
FRQWHQW VHUYLFHV LQ WKH 35& ZKHUH OLFHQVHV DUH UHTXLUHG

%\ HQWHULQJ LQWR D VHULHV RI BVWKH & R H GXHEHKRX) AXBIEY¥RXQGBU*XDQJ]KRX UXRZDQ
DJUHHPHQWY  *XDQJ]KRX +XDGXR EHFDPH D 9,( Rl *XDQJ]KRX 'XRZDQ *XDQJ]KRX 'XR

,Q 1IRYHPEHU 'XRZDQ (QWHUWDLQPHQW &RUSRUDWLRQ LIUXRZVPQD®RE,Y ZQWDQYFRUS
HVWDEOLVKHG 'XRZDQ (QWHBWOQRQRB\Q W HQ MRUPRIDWRRSDQ\ /LPLWHG 'XRZDQ (QWHUWI
RZQHG VXEVLGLDU\ RI 'XRZDQ %9, 7KHJDURXS WIQRQH UMWKIHR Y60 BIRHIFER® 16 RIHRAH E\ WKH )L
WKH )RXWQIGH &R | RXMBGHKRX +XDGXR DQG *XDQJ]KRX 'XRZDQ ZHUH WHUPLQDWHG6BEORQ
DJUHHPHQWY ZHUH VLJQHAKB PR IRNRBHRRR GKDGXR DQG 'XRZDQ (QWHUWDLQPHQW
EHFDPH WKH SULPDU\ EHQHHERM.IDYH BRGWHJROFRYHG WKH RSHUDWLRQV RI *XDQJ]JKRX +
RI WKH *URXS

,Q $XIXVW 'XRZDQ (QWHUWDLQPHQW SXUFKDVHG DOO WKH HTXLW\ LQWHUHVWYV LC(

,Q '"HFHPEHU WKH *URXS X0QGQHIIDMWRRN DWRMWADIWIERRAH RWQG DFTXLUHG DODWVWRQH
IHRB¥ NV D &D\PDQ ,VODRIGWERKRRSDLIQVK LWV ZKRBA®N R Z QPMIGNHGCE VLLBBYNDWNQ WHR QDWLF
THFKQRORJ\ %HLMLQUDVaR/ % WIGM L 9JH RAHQ B CQVEFLH HRK QRGRT\ &R /LPXWBG %HLMLC

,Q -X0O\ *XDQJ]JKRX 'XRZDQ ZDV UHQDPHG BDNKORKDI &R ZDWG QI RKXKWLRRRZDQ
)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

2UJDQL]DWLRQ DQG SULQFLSDO DFWLYLWLHV FRQWLQXHG
E 5HRUJDQL]DWLRQ FRQWLQXHG

,Q '"HFHPEHU DQRWKHU VHULHV RI PKLDGUH HPHQWHWP FRW Y H AHILVHBQWHUHG LQWR
7XGD DQG 'XRZDQ (QWHUWDLQPHQW D QD QW KXW LIRRP STIKHMR XQK WKH DKR U BGRS-ERAH RIAHG D
SULPDU\ EHQHILFLDU\ LV 'XRZDQ (QWHUWDLQPHQW

,Q 'HFHPEHU 'XRZDQ %9, HVWD ECGKOROR I KXRPEDRRZDRL WHHF KGRRRDL 'XRKIDRX LV !
RZQHG E\ 'XRZDQ %9,

2Q 6HSWHPEHBXUVXDQW WR D VKDUH VZDS DJUHHPHQW DOO WKH WKHQ H[LVWLQJ VK
WKH 6HULHV $ 6HULHV % 6HULHV & DQG 6HULHV & 3UHIHUUHG 6KDUHV RI 'XRZDQ !
UHVXOW 'XRZDQ %9, EHFDPH D ZKROO\ RZQHG VXEVLGLDU\ RI WKH &RPSDQ\ DQG LW D

,Q 0D\ 'XRZDQ (QWHUWDLQPHQW ZDAFKEBRORHB'G ® W LAKIDIIM X BREBOL /LPLWHG  %HLNM

,Q BHSWHPEHU = KDFKKIDLIR OXRIADZDY UHQDPHG DV *XDQJ]KRX KQXPQRNR &RPGDIQ\GLRU WD
+XDQMX 6KLGDL

7KH )LUVNWQEHRWLRQ WEBQAHBRQRB G HE R L7JPMILAR HRYG WKH 6KDQH]PROR @ HRU HH QR &/Q WLk
FRQWURO DQG KDYH EHHQ DFFRXQWHG IRU LQ D PDQQHKURNUR MVRVDZERROL RYZ @ H G QWX
H[LVWHQFH DQG EHHQ WKH SULPDU\ EHQHILFLDU\ RI WKH 9,(V WKURXJKRXW WKH SHUL
DUUDQJHPHQWY WKKIRERR SVQ\ ZKROO\ RZQHG VXEVLGLDULHV LV FRQVLGHUHG WKH S
7XGD DQG DFRWRWEUQUBVXOWY RI RSHUDWLRQ DQG ILQDQFLDO FRQGLWLRQV DUH FRQ\

F ,QLWLDO 3XEOLF 2IIHULQJ

7KH &RPSDQ\ FRPSOHWHIGH UWQYJL Q,I3W L DROQ SNEYHFFER U RQ WKH 1$6'$4 *OREDO 0DU
H[HUFLVHG DVMKGIRWRYPW RSWLRQ RQ 'HFHPEHU 7KH &RPSDQ\ LVVXHG DQG VROG
WKHVH WUDQVDFWLRQV UHSURPPRWLOKDUHYV (D RO B\6VU HSRRF/RHROQV V KB DG W \S&IRF VWA (
WKH &RPBDMQNU GHGXFWLQJIFARRPUVNV[SRH®W BY GDRRXQWHG WR DSSUR[LPDWHO\ 86
&RPSDQ\ RXWVWDQGLQJ SUHIHUUHG VKDUHV DQG RXWVWDQGLQJ FRPPF
LPPHGLDWHO\ DV Rl WKH VDPH GDWH
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

2UJDQL]DWLRQ DQG SULQFLSDO DFWLYLWLHV FRQWLQXHG

G 6XEVLGLDULHV DQG 9,(V
7KH GHWDLOV RI WKH VXEVLGLDULHY DQG 9,(V DV RI '"THFHPEHU

1DPH

6XEVLGLDULHYV
'XRZDQ (QWHUWDLQPHQW &RUSRUDWLRQ

IHROWVNV ,QFDVNNRY7
IHROWVNV /LPLWHG

+XDQMX GKAKIIDROR J\

6KLGDL RU

'XRZDQ RU

*XDQJ]KRX +XDQMX 6K HFIXIQ RIDIRUPHORPLIRONY /L PLFEH G
*XDQJ]KRX +XDQMX 6KLGDL

9DULDEOHVM WHWLWLHYV
*XDQJ]KRX +XDGXRFKIQWRDRUN &RPSDQ\ /LPLWHG35&XDQJ]KR&SULO

+XDGXR

%HLMXQ@D BFLHQGHFKQ@RGRI\ &RPSDQ\ /LRGWHG 3b6BLMLQJ 7-XQH

LOFRUSRUDWLRQFRUSRUDWRRQHUVKLS

VHW RXW Et

BULQFLSDO D

'XRZON BhlBY ) 1RYHPEHU

,VODQGYV
&D\PDQ ,VOBYGINO
&RPSDQ\ /LPLWIbG

%BHLMLQJ % H L M LOQIUFXD Q M X

'XRZDQ (QWHUWDLQPHQW

=KXKDL 'XRZDQ ,QFRUFPROORIR@ERPSDQ\ /LPLWHG35&KXKDL
*XDQJ]KRX 'XRZDQ

"HFHPEHU

,QYHVWPHQ

L, QYHVWPHQ
,QYHVWPHQ
,QYHVWPHQ

2QOLQH DG
DQG VRIWZEL
GHYHORSPH

6RIWZDUH
GHYHORSPH

+ROGHU RI |
FRQWHQW S
OLFHQVHV T
LOWHUQHW
VHUYLFHV

+ROGHU RI |
FROWHQW S
OLFHQVHYV
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

2UJDQL]DWLRQ DQG SULQFLSDO DFWLYLWLHV FRQWLQXHG

H DBULDEOHVMW WHWLWLHV

7R FRPSO\ ZLWK 35& ODZV DQG UHJXODWLRQV WKDW SURKLELW RU UHVWULFW IRUHLJ(
VXEVWDQWLDOO\ DOO LWV RSHUDWLRQVXWRURKURKK* XRQJ K RXKHXDGW R UDIHIN %rHDLOLHD D G
VXFK LQWHUQHW VHUYLFHV LQ WKH 35& %HLMLQJ +XDQMX 6KLGDL HOQWHUHG LQWR D
DQG WKHLU OHJDO VKDUHKROGHUV %HLMLQJ +XDQMX 6KLGDL DOVR HQWHUHGXGDND(
%HLMXGQW OHIJDO VKDUHKROGHUYV

*XDQJJKRX +XDGXR
7KH &RPSDUHODWLRQVKLSV ZLWK *XDQJ]KRX +XDGXR DQG LWV VKDUHKROGHUY DUH JR
([FOXVHFKQRORJI\ 6 XISBRUMOBRQG6HUYLFHYV $JUHHPHQW

8QGHU WKH H[FOXVLYH WHFKQRORJ\ VXSSRUW DQG WHFKQRORJ\ VHUYLFHV DJUHHPHQ
KDV WKH H[FOXVLYH ULJKW WR SURYLGH WR *XDQJ]KRX +XDGXR WHFKQRORJ\ VXSSRU\
%HLMLQJ +XDQMX 6KLGDL RZQV WKH H[FOXVLYH LQWHOOHFWXDO SURSHUW\ ULJKWV F
*XDQJ]JKRX +XDGXR WR %HLMLQJ +XDQMX 6KLGDL LV GHWHUPLQHG E\ YDULRXV IDFWRL
VHUYLFHV DQG *XDWQ UHREKQHXHDG XKH WHUP RI WKLY DJUHHPHQW ZLOO H[SLUH IMQZUL WV
FRQILUPDWLRQ SULRU WR WKH H[SLUDWLRQ GDWH %HLMLQJ +XDQMX 6KLGDL LV HQWL
WR *XDQJ]KRX +XDGXR

([FOXVLYH %XVLQHVV &RRSHUDWLRQ $JUHHPHQW

8QGHU WKH H[FOXVLYH EXVLQHVV FRRSHUDWLRQ DJUHHPHQW EHWZHHQ %HLMLQJ +XD
ULJKW WR SURYLGH WR *XDQJ]KRX +XDGXR WHFKQRORJ\ VXSSRUW EXVLQHVV VXSSRU
+XDGXR WKH VFRSH RI ZKLFK LV WR EH GHWHUPLQHG E\ %HLMLQJ +XDQMX 6KLGDL IUI
SURSHUW\ ULJKWYV FUHDWHG DV D UHVXOW RI WKH SHUIRUPDQFH RI WKLV DJUHHPHQW
FHUWDLQ SHUFHQWDJH RI LWV HDUQLQJYV 7KH WHUP RI WKLV DJUHHPH QW ZZLOONHI[G LFU
SULRU WR WKH H[SLUDWLRQ GDWH %HLMLQJ +XDQMX 6KLGDL LV HQWLWOHG WR WHUP
*XDQJ]JKRX +XDGXR

([FOXVLYH 2SWLRQ $JUHHPHQW

7KH SDUWLHV WR WKH H[FOXVLYH RSWLRQ DJUHHPHQW DUH %HLMLQJ +XDQMX 6KLGDL
WKH H[FOXVLYH RSWLRQ DJUHHPHQW HDFK Rl WKH VKDUHKROGHUV RI *XDQJ]KRX +XD
UHSUHVHQWDWLYH V DQ H[FOXVLYH RSWLRQ WR $XUWF RDVSD UVR RV KH. \H [RAUH QWYY SHHTUXPLLWY
%HLMLQJ +XDQMX 6KLGDL RU LWV GHVLJQDWHG UHSUHVHQWDWLYH V KDYH \LRVKH XGW &
+XDQMX BKLUERU ZULWWHQ FRQVWY QWD UXXRI &R X W XEKEBR VQFON H/ R0 (R WKHLJZVYMHI G LV S|
*XDQJ]JKRX +XDGXR 7KH WHUP Rl WKLV DJUHHPHQW LV WHQV\NROW Q& FRWEHR & [WHQ(

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

2UJDQL]DWLRQ DQG SULQFLSDO DFWLYLWLHV FRQWLQXHG
H DDULDEOHVW WWLWLHY FRQWLQXHG

3RZHUV RI $WWRUQH\

3XUVXDQW WR WKH LUUHYRFDEOH SRZHU RI DWWRUQH\ H{HFXWHG E\ HDFK VKDUHKRO"
DV LWV DWWRUQH\ LQ IDFW WR H[HUFLVH VXFK VKDUHKROGHUV ULJKWV LQ *XDQJ]KR?
PDWWHUV RI *XDQJ]KRX +XDGXR UHTXLULQJ VKDUHKROGHU DSSURYDO XQGHU 35& ODZ
SRZHU RI DWWRUQH\ ZLOO UHPDLQ LQ IRUFH XQWLO WKH VKDUHKROGHU FHDVHV WR K

6KDUH 30HGJH $JUHHPHQW

3XUVXDQW WR WKH VKDUH SOHGJH DJUHHPHQW EHWZHHQ %HLMLQJ +XDQMX 6KLGDL D
+XDGXR KDYH SOHGJHG DOO RI WKHLU HTXLW\ LQWHUHVWY LQ *XDQJ]KRX +XDGXR WR
LWV VKDUHKROGHUYVY SHUIRUPDQFH RI WKHLU UHVSHFWLYH REOLJDWLRQV XQGHU WKF
WHFKQRORJ\ VXSSRUW DQG WHFKQRORJ\ VHUIYDFHYJIDPKRX HKXKBGWRDRQGGS RE HWWW R KIDAMW F
REOLJDWLRQV XQGHU WKRVH DJUHHPHQWYV %HLMLQJ +XDQMX 6KLGDL DV SOHGJHH Z
LQWHUHVWYV

SHLMXQD 7
7KH &RPSDJHODWLRQVKLSEDZDWK WWNVMWKDUHKROGHUY DUH JRYHUQHG E\ WKH IROORZ
([FOXVHFKQRORJ\ 6 XISBRUMOBRQG6HUYLFHYV $JUHHPHQW

3XUVXDQW WR WKH H[FOXVLYH WHFKQRORJ\ VXSSRUW DQG WHFKQRORKIXD/HAUNILMHEJIDY.
KDV WKH H[FOXVLYH ULJKVW GIWR/BERQROGRJIWR XGIBSRMMWDQ@G WHFKQRORJ\ VHUYLFHYV UHO
+XDQMX 6KLGDL RZQV WKH H[FOXVLYH LQWHOOHFWXDO SURSHUW\ ULJKWV FUHDWHG L
7XGD WR %HLMLQJ +XDQMX 6KLGDL LV GHWHUPLQHG E\ YDULRXV IDFWRUV LQFOXGLQJ
%HLMX@GDW UHYHQXHY 7KH WHUP RI WKLY DJUHHPHQW ZLOO H[SLUH MQZULVDWIBQPPR @H. U
WKH H[SLUDWLRQ GDWH %HLMLQJ +XDQMX 6KLGDL LV HQWLWOHG WR WHUPLQDWHS /K

([FOXVLYH %XVLQHVYVY &RRSHUDWLRQ $JUHHPHQW

3XUVXDQW WR WKH H[FOXVLYH EXVLQHVV FRRSHUDWLRQ X>GDH¥HAHRQIWQHEHWDIQWMX % KIL®&ID
WR SURYLGHXWR WHEMODRORI\ VXSSRUW EXVLQHVV VXSSRUW DQG FRQVXXOG\OL QY KHHV FI
ZKLFK LV WR EH GHWHUPLQHG E\ %HLMLQJ +XDQMX 6KLGDL IURP WLPH WR WLPH %HLDM
UHVXOW RI WKH SHUIRUPDQFH RI WKLV DJUHX®HB QWWR %KH WIHQUIY +t KB QMM 6 RLGHQ HL ¥ \DY%MH-
WHUP RI WKLV DJUHHPHQW ZLOO H[SLUH LQ DQE EZDLWMW HOWRRXAE HGPDIWLKR @ KB IUNL RQJ
+XDQMX 6KLGDL LV HQWLWOHG WR WHUPLQDWH WKH DJUHHPHQWXGW® DQ\ WLPH E\ SUR

)
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$00 DPRXQW LQ WKRVDQGVSHUGBREM MKDAHVY RWKHUZLVH VWDWHG

2UJDQL]DWLRQ DQG SULQFLSDO DFWLYLWLHV FRQWLQXHG
H DDULDEOHVW WHWLWLHY FRQWLQXHG

([FOXVLYH 2SWLRQ $JUHHPHQW

7KH SDUWLHV WR WKH H[FOXVLYH RSWLRQ DJXGE B MHIGBVHDFK R HUWKLIHQ Y KkOGMOKIRIOEHHUOMDIR
RSWLRQ DJUHHPHQW HDFK RI WM MKWDRHRKRICEGH UW RQ WHGMAKUMLQJ +XDQMX 6KLGDL
RSWLRQ WR SXUFKDVH WR WKH H@G W SBUR. WKLY RYGCIHWVKIGH & 3aVAMLQWHNMB QWX BR
UHSUHVHQWDWLYH V KDYH VROH GLVFUHWLRQ DV WR EZWHK® XWR %iHH ME QX K+WIRHW RUIFE\RN\E
%HLMX@WD VKDUHKROGHUV VKPBGOVQFOW H RO (R WKIHU@ZV MHJ G LV SRV N GADK H/LIKUIH HATEKU WV \R L QWAKHL
\HDUV DQG PD\ EH HIWHQGHGVDWR @ H LOVIMFU HMOD.RIPX 6 KLGDL

BRZHUV RI $WWRUQH\

3IXUVXDQW WR WKH LUUHYRFDEOH SRZHU RI DWWRWQ HHI\DHF [KH F X WK & KED IHHDKFRKOGKHIUU Bl & 8 ®L
DWWRUQH\ LQ IDFW WR H[HUFLVH VXFRXOVKQBEKEDGH UM WKRKW\LRLWHDWLRYYJ WKH SR
7XGD UHTXLULQJ VKDUHKROGHU DSSURYDO XQGHU 35& ODZV X@® UHIPKO HRVAHW R IDOMVEW
IRUFH XQWLO WKH VKDUHKROGHU FHDVEXMGEVR KROG DQ\ HTXLW\ LQWHUHVW LQ %HLML

6KDUH 30HGJH $JUHHPHQW

8QGHU WKH VKDUH SOHGJH DJUHHPHQW EHWZHHQ %HLMGQJ WXBQWKO B K IKGAREDE K EBY R KHC
RI WKHLU HTXLW\ LQ\EBUMR WoH LK) L% H LAKIDQUMK 6KLGDL WR JXGWDMDOG HWWK ¥ KDHIHRR® G E
UHVSHFWLYH REOLJDWLRQV XQGHU WKH H[FOXVLYH EXVLQHVV FRRSHUDWLRQ DJUHHP
VHUYLFHV DJUHHPHQW DQ GtSRERMD\R R ILIWWRKDYHKROGHUY EUHDFK WKHLU FRQWUDFW
6KLGDL DV SOHGJHH ZLOO EH HQWLWOHG WR FHUWDLQ ULJKWV LQFOXGLQJ WKH ULJ

7KURXJK WKH DIRUHPHQWLRQHG FRQWUDFW XD O X0GL FDRHH DR LGKIDIQH BK B X 4 X R CDXFRF B @«
$FFRXQWLQJ 3ULQFLSOHV LQ WKH 8QLWHG 6WWDRNHRX J K8 B% HILIE L QB HAXDXQNHXWEHKH. RRIP 8D @ \'

H[HUFLWHWHIYH FRQWURO RYHU *XDQGIKRX +XDGXR RU %HLMLQJ 7

UHFHLYH VXEVWDQWLDOO\ DOO RI WKH HFRQRPLF EHQHILWY DQG UHVLGXDO UHWX
ZHUH WKHLU VROH VKDUHKROGHU DQG

KDYH DQ H[FOXVLYH RSWLRQ WR SXUFKDVH DOO RI WKH HTXLW\ LOQOWHUHVWYV LQ WI

ODQDIJHPHQW HYDOXDWHG WKH UHODMLIMR@MKLSY QIR QK LVEIPDH QRIRIIDPQ\ DQG FRQFOXGH
EHQHILFLDU\ RI WKH 9,(V $V D UHVXOW WKH 9,(V UHVXOWY RI RSHUWOWRRQRO DV WW
VWDWHPHQWY 7KH DGRSWLRQ RI WHRWQWH FIR@QYVRWLGDWLEQGCYRRBD REBMPH R QVKRIQ* FR XS

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

2UJDQL]DWLRQ DQG SULQFLSDO DFWLYLWLHV FRQWLQXHG
H DDULDEOHVW WWLWLHY FRQWLQXHG

$V Rl '"HFHPEHU WKH WRWDO DVVHWY RI WKH FRQVROLGDWHG 9,(V ZHUH 50%
SUHSD\PHQWY DQG RWKHU FXUUHQW DVVHWY LQYHVWPHQW SURSHUW\ DQG HTXLSPH
OLDELOLWLHV RI WKH FRQVROLGDWHG 9,(V ZHUH 50% PDLQO\ FRPSULVLQJ DFFR>
OLDELOLWLHV WD[ SD\DEOH DQG DGYDQFHV IURP XVHUV

,Q DFFRUGDQFH ZLWK WKH DIRUHPHQWLRQHG DJUHHPHQWY WKH &RPSDQ\ KDV SRZHU
7TKHUHIRUH WKH &RPSDQ\ FRQVLGHUYVY WKDW WKHUH LV QR DVVHW LQ WKH FRQVROLGD

IRU UHJLVWHUHG FDSLWDO RI WKH 9,(V DPRXQWLQJ WR 50% DV RI 'HFHPEHU
FRPSDQLHV XQGHU WKHWE& ERPSLQAR/DZ GR QRW KDYH UHFRXUVH WR WKH JHQHUDO F
9,(V

&EXUUHQWO\ WKHUH LV QR FRQWUDFWXDO DUUDQJHPHQW WKDW FRXOG UHTXLUH WKH .
FROQGXFWLQJ LWV 35& LOQOWHUQHW YDOXH DGGHG VHUYLFHV EXVLQHVV WKURXJK WKH ¢
WKH IXWXUH ZKLFK FRXOG H[SRVH WKH &RPSDQ\ WR D ORVYV

7KHUH LV QR 9,( ZKHUH WKH &RPSDQ\ KDV YDULDEOH LQWHUHVW EXW LV QRW WKH SU

| 6KDBSOLW

2Q '"HFHPEHU WKH ERDUG RI GLUHFWRUV Rl 'XRZDQ %9, DSSURYHG D WR VK
DGMXVWPHQW WR WKH H[LVWLQJ FRQYHUVLRQ UDWDRW IRKDHBIFK KBIUHHRSR/ILRQHD QR GUS
SUHVHQWHG LQ WKHVH FRQVROLGDWHG ILQDQFLDO VWDWHPKHHUMVDB@ O LFDW B WK WH
DGMXVWPHQW RI WKH SUHIHUUHG VKDUHY FRQYHUVLRQ UDWLR

BULQFLSDO DFFRXQWLQJ SROLFLHV
D %DVLVHRNHRWDWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG RQ D KLVWRULF
DFFRUGDQFH ZLWK WKH 86 *$$3

E &RQVROLGDWLRQ

7KH *URX¥RQVROLGDWHG ILQDQFLDO VWDWHPHQWYV LQFOWGENBEVKEB UDQ DWW DG VWDWH P
VXEVLGLDU\ LV WKH SHO.@® DV DEHVDHIWERMUWA DQ G E DLONDWQ ¥ M ¥ VILIGR Q U MHWH DR S Q¥ 9, (V KI
FRQVROLGDWLRQ

7KH J)LUVWQGHBWLRQ WEBQAH B RQ & IDREEIDMRPDWLRQ DV GHVFULEHG LQ 1RWH KDYH I
DVVHWY DQG OLDELOLWLHV RI *X®D JKR X RRNEGOR OIVGHERHLQ/AMED 78 RIDIDHPHQWY DW FI
FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV DQG FRPSUHKHQVLYH ORVV LQFRPH
FDVK IORZV Rl WKH *URXS DV LI WKH FXUUHQW JURXS VWUXFWXUH KDG EBBQ LQ HRIUV\
WKHLU UHVSHFWLYH GDWHV Rl LQFRUSRUDWLRQ 7KH DFFRPSDQ\LQJ FRQVROLGDWHG
RI '"HFHPEHU DQG DV LI WKH FXUUHQW JURXS VWUXFWXUH KDG EHHQ LQ H[LVWHQFI

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM MKDAHVY RWKHUZLVH VWDWHG

G

BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG
&RQVROLGDWLRQ FRQWLQXHG

$ VXEVLGLDU\ LV DQ HQW L WG LIUH EWIOR KRRIRQYWEEFIBPWRUH WKDQ RQH KDOI RI WKH YRWL
UHPRYH WKH PDMRULW\ RI WKH PHPEHUV RI WKH ERDUG RI GLUHFWRUV RU WR FDVW |
ILQDQFLDO DQG RSHUDWLQJ SROLFLHV Rl WKH LQYHVWHH XQGHU D VWDWXWH RU DJU

$ 9,(LVDQ HQWLW)\ LQ ZRUW AKNW WHWEWRIRSIDKUFRQWUDFWXDO DJUHHPHQWY EHDUV WKH I
ZLWK RZQHUVKLORGWKKHH WM WKH &RPSDQ\ RU LWV VXEVLGQOQD®NWWUWPKI ISQUL ZB HWI
LWV VXEVLGLDULHV DUH WKH &SRRPDOQN ERIQWIGHUIDHGE ZKHWKHU LW KDV WKH SRZHU WR
SHUIRUPDQFH DQG MORMROWKXHN&RBSWR\DEVRUE ORVVHV RI WKH 9,( WKDW FRXOG SRWEFH
IURP WKH 9,( WKDW FRXOG SRWHQWLDOO\ EH VLJQLILFDQW WR WKH 9,( %HLMLQJ +XD
DQG KDV EHHQ GHWHUPLQHG WR EH WKH SULPDU\ EHQHILFLDU\ RI WKH 9,(V

8VH RI HVWLPDWHYV

7KH SUHSDUDWLRQ/ FIRUK R GIRPEEWIRE ILOQDQFLDO VWDWHPHQWY LQ FRQIRUPLW\ ZLWK 8
DVVXPSWLRODAWWKBOM DHSRUWHG DPRXQWYVY RI DVVHWY DQG OLDELOLWLHY DQG GLVFOR
DQG WKH UHSRUWHG DPRXQWYV RI UHYHQXHY DQG H[SHQVHV BRWIHYL WMK®\ UHBR UW\XER J+
EHOLHYHVY WKDW OLYHV RI WKH JDPH DQG OLYHV RI WKH XVHU UHODWLRQVKLS UHODW
HOHPHQW UHYHQXH FRQWUDFWY VDOHV UHEDWH WR DGYHUWLVLQJ DIJHQFLHV LQFRP
H[SHQVHV LPSDLUPHQW DVVHVVPHQW RI JRRGZLOO ORQJ OLYHG DVVHWYVY DQG LQWDC
MXGIJPHQWY DQG HVWLPDWHYV XVHG LQ WKH SUHSDUDWLRQ RI LWV FRQVROLGDWHG IL

ODQDJHPHQW EDVHV WKH HVWLPDWHY RQ KLVWRULFDO H[SHULHQFH DQG RQ YDULRXV
EDVLV IRU PDNLQJ MXGJPHQWY DERXW WKH FDUU\LQJ YDHUXHWVRRIVDRK/NWWHRV ¥ \D/QLGP DWBIE/L (

YRHLJQ FRBUWUDQVODWLRQ

7KH *URXS XVHVY 5HQPLQEL 50% DKHLWQ BWERQIWQ FXBXYXHOHRORY WKH &RPSDQ\ DQG L
,VODQGV L%BUQ WOB®GEY DQG +RQJ .RQJ LV 8QLWHG 6WDWHYV GROODU 86 ZKLOH Wt
50% ZKLFK LV WKHLU UHVS® RWKLH H RDRFDOLEPWHR FA\QDQFLDO VWDWHP HIOQOWY VWKWL E1Q
9,(V ZKLFK XVH 86 DV WKHLKDIXK EWHRQW O DFXNVUAHPHE LQWR 50% $VVHWYV DQG OLDEL
VKHHW GDWH HTXLW\ DPRXQWY DUH WUDQVODWHG DW KLVWRULFDO H[FKDQJH UDWHYV
UDWH IRU WWKIHQOS BDMR&R Q7 DGMXVWPHQWY DULVLQJ IURP WKHVH DUH UHSRUWHG DV IRL
RWKHU FRPSUHKHQVLYH LQFRPH RU ORVV LQ WKH VWDWHPHQW RI RSHUDWLRQV DQG |

YRUHLJQ FXUUHQF\ WUDQVDFWLRQV GHQRPLQDWHG LQ FXUUHQFLHVY RWKHU WKDQ IXQ
SUHYDLOLQJ DW WKH GDWHV Rl WKH WUDQVDFWLRQV ORQHWDU\ DVVHWY DQG OLDELC
DSSOLFDEOH UDWHMFRN B /¥ KDKQOIW GQWH )RUHLJQ H[FKDQJH JDLQV DQG ORVVHV UHVX
UHPHDVXUHPHQW DWH\HBBRJQL]HG LQ IRUHLJQ FXUUHQF\ H[FKDQJH JDLQV ORVVHV

)
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$00 DPRXQW LQ WKRVDQGVSHUGBRED VKDAHVY RWKHUZLVH VWDWHG

BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG

H &RQYHQLHQFH WUDQVODWLRQ

7TUDQVODWLRQV RI DPRXQWYV IURP 50% LQWR 86 IRU WKH FRQYHQLHQFH RI WKH UHDGI
'"HFHPEHU DV VHW IRUWK LQ WKH + VWDWLVWLFDO UHOHDVH RI WKH 8 6 )HGH
KDYH EHHQ RU FRXOG EH FRQYHUWHG LQWR 86 DW VXFK UDWH

I )DLU YDOXH RI ILQDQFLDO LQVWUXPHQWYV

7TKH *URXISQDQFLDO LQVWUXPHQWY FRQVLVW SULQFLSDOO\ RI FDVK DQG FDVK HTXLYD
IURP WR UHODWHG SDUWLHV DFFRXQWYVY SD\DEOH DQG RWKHU SD\DEOHV 7KH FDUU\
VKRUW WHUP QDWXUH RI WKHVH EDODQFHYV

J &DVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWY UHSUHVHQW FDVK RQ KDQG GHPDQG GHSRVLWYVY DQG K
ZLWKGUDZDO RU XVH DQG ZKLFK KDYH RULJLQDO PDWXULWLHYVY RI WKUHH PRQWKYV RU

K 6KRUW WHUP GHSRVLWYV

6KRUW WHUP GHSRVLWY UHSUHVHQW WLPH GHSRVLWY SODFHG ZLWK EDQNYV, QWW K HRUN
UHFRUGHG DV LQWHUHVW LQFRPH LQ WKH FRQVROLGDWHG VWDWHPHQWY RI RSHUDWL

L $FFRXGWNLYDEOH QHW

$FFRXQWYVY UHFHLYDEOH DUH SUHVHQWHG QHW RI DOORZDQFH IRU GRXEWIXO DFFRXQV
FLUFXPVWDQFHY LQGLFDWH WKDW FROOHFWLRQ LV GRXEWIXO DQG D ORVV LV SUREDE
UHVXOWLQJ LQ DQ LPSDLUPHQW RI WKHLU DELOLW\ WR PDNH SD\PHQWY DGGLWLRQDC

M (TXLWN LQYHVWPHQW

7KH HTXLW\ LQYHVWPHQW LV FRPSULVHG RI LQYHVWPHQWY LQ SULYDWHO\ KHOG FRPS
LQIOXHQFH EXW GRHV QRW RZQ D PDMRULW\ HTXLW\ L @KH 8BIR XS ROV R MAKHHZ L WH/ FHRTM
WHPSRUDU\ LPSDLUPHQW E\ FRQVLGHULQJ IDFWRUV LQFOXGLQJ EXW QRW OLPLWHG W
FRPSDQLHV LQFOXGLQJ FXUUHQW HDUQLQJV WUHQGY DQG XQGLVFRXQWHG FDVK IOR:
SDUWLFXODUO\ IRU LQYHVWPHQW LQ SULYDWHO\ KHOG FRPSDQLHV UHTXLUHV MXGJP|
DQG DVVXPSWIHRFQW WRNF® OFXODWLRQ RI WKH IDLU YDOXH RI WKH LQYHVWPHQW KDXG
WHPSRUDU\
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BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG

N &RVW LQYHVWPHQW

7KH FRVW LQYHVWPHQW LV FRPSULVHG RI LQYHVWPHQWY LQ SULYDWHO\ KHOG FRPSD
IDLU YDOXH XVLQJ WKH FRVW PHWKRG 8QGHU WKH FRVW PHWKRG WKH LQYHVWPHQW
LQFRPH ZKHQ GLYLGHQGY DUH UHFHLYH® HRPQWEHVGIZYW U URXWS LRHURRGIKHD QQY HWY\ B
DFFRXQWHG IRU XQGHU WKH FRVW PHWKRG RI DFFRXQWLQJ DQG DQ\ LPSDLUPHQW LV

O B3BRSHUW\ DQG HTXLSPHQW

BURSHUW\ DQG HTXLSPHQW DUH VWDWHG DW KLVWRULFDO FRWSUMHVYYD W ER X PLXO B BMHRSX
OLQH PHWKRG RYHU WKHLU HVWLPDWHG XVHIXO OLYHV 5HVLGXDO UDWH LV GHWHUPL
OLYHV DV D SHUFHQWDJH RI WKH RULJLQDO FRVW

(VWLPDWHG XVHIXO OLYH¥HVLGXDO UDWH

6HUYHUV FRPSXWHUYVY DQG HTXLSPHQW \HDUV
JXUQLWXUH L[FMHXHAXD Q B HRYIW \HDUYV
ORWRU YHKLFOHYV \HDUV
/IHDVHKROG LPSURYHPHQW 6KRUWHU RI OHDVH WHUP RU \HDUV

([SHQGLWXUHV IRU PDLQWHQDQFH DQG UHSDLUV DUH H[SHQVHG DV LQFXUUHMGHGRH HE
WKH QHW VDOHY SURFHHGYVY DQG WKH FDUU\LQJ DPRXQW RI WKH UHOHYDQW DVVHWYV C

$00 GLUHFW DQG LQGLUHFW FRVWYV WKDW DUH UHODWHG WR WKH FRQVWUXFWLRQ RI

FDSLWDOL]HG DV FRQVWUXFWLRQ LQ SURJUHVV &RQVWUXFWLRQ LQ SURJUHVV LV WU
FRPPHQFHV ZKHQ WKH\ DUH UHDG\ IRU WKHLU LQWHQGHG XVH

P %XVLQHVV FRPELQDWLRQV

7KH *URXS DFFRXQWYVY IRU DFTXLVLWLRQV RI HQWLWLHV WKDW LQFOXGH LQSXWV DQG
DOORFDWHV WKH SXUFKDVH SULFH RI WKH DFTXLVLWLRQ WR WKH WDQJLEOH DVVHWYV
YDOXHV 7KH H[FHVV RI WKH SXUFKDVH SULFH RYHU WKRVH IDLU YDOXHV LV UHFRUGH

Q ,QWDQJLEOH DVVHWV QHW

,QWDQJLEOH DVVHWY PDLQO\ FRQVLVW RI VRIWZDUH DQG GRPDLQ QDPHV SXUFKDVHG
OHVV DFFXPXODWHG DPRUWL]DW)RQLWMHGOLKFIEL UR WOWIQEOW DVDHWY DUH WHVWHG |F
$PRUWL]DWLRQ RI ILQLWH OLYHG LQWDQJLEOH DVVHWYV LV FRPSXWHG XVLQJ WKH VWL

(VWLPDWHG XVHIXO OLYHV
6RIWZDUH \HDUV
7THFKQRORJ\ \HDUV
'RPDLQ QDPH \HDUV
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BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG

R ,PSDLUPHQW RI ORQJ OLYHG DVVHWYV DQG LQWDQJLEOH DVVHWYV

JRU RWKHU ORQJ OLYHG DVVHWYVY LQFOXGLQJ DPRUWL]DEOH LQWDQJLEOH DVVHWYV WK
LQGLFDWH WKDW WKH FDUU\LQJ DPRXQW RI DQ DVVHW PD\ QR ORQJHU EH UHFRYHUDE
FDUU\LQJ YDOXH RI WKH ORQJ OLYHG DVVHWYVY WR WKH HVWLPDWHG XQGLVFRXQWHG I.
GLVSRVLWLRQ 6XFK DVVHWYVY DUH FRQVLGHUHG WR EH LPSDLUHG LI WKH VXP RI WKH
LPSDLUPHQW WR EH UHFRJQL]HG LV PHDVXUHG E\ WKH DPRXQW E\ ZKLFK WKH FDUU\L(C

S *RRGZLOO

*RRGZLOO UHSUHVHQWY WKH H[FHVV RI WKH SXUFKDVH SULFH RYHU WKH DPRXQWYV D\
DFTXLUHG EXVLQHVV 1RWH

T $QQXDO WHVW IRU LPSDLUPHQW RI JRRGZLOO

*RRGZLOO DVVHVVPHQW IRU LPSDLUPHQW LV SHUIRUPHG RQ DW OHDVW DQ DQQXDO EI
FDUU\LQJ YDOXH RI WKH DVVHW PD\ QRW EH UHFRYHUDEOH 7KH *URXS SHUIRUPV D W
HDFK UHSRUWLQJ XQLW WR LWV FDUU\LQJ DPRXQW LQFOXGLQJ JRRGZLOO ,I WKH IDL
LPSDLUHG DQG WKH VHFRQG VWHS ZLOO QRW EH UHTXLUHG ,I WKH FDUU\LQJ DPRXQW
IDLU Y DO XIHH RW MX K DIR UIRVR®QILOQLWR WKH FDUU\LQJ YDOXH RI WKDW JRRGZLOO 7KH I
VLPLODU WR DFFRXQWLQJ IRU D EXVLQHVYVY FRPELQDWLRQ ZLWK WKH DOORFDWLRQ RI
UHSRUWLQJ XQLW 7KH H[FHVV RI WKH IDLU YDOXH RI WKH UHSRUWLQJ XQLW RYHU WK
7KLY DOORFDWLRQ SURFHVV LV RQO\ SHUIRUPHG IRU SXUSRVHV RI HYDOXDWLQJ JRRG
OLDELOLWLHV $Q LPSDLUPHQW ORVV LV UHFRJQL]JHG IRU DQ\ H[FHVV LQ WKH FDUU\LC
HVWLPDWLQJ WKH IDLU YDOXH RI UHSRUWLQJ XQLWYV LQFOXGHYVY HVWLPDWLQJ IXWXUH
&KDQJHV LQ WKHVH HVWLPDWHYV DQIBFBWWXPSGHWR GV FAHROO/MGEL RDWH UKD OD IDU YDOXH RI

1R JRRGZLOO LPSDLUPHQW ORVVHV ZHUH UHFRJQL]HBQI®RU WKH \HDUV HQGHG 'HFHPEH

U 2SHUDWLQJ OHDVHV

/HDVHV LQ ZKLFK D VLJQLILFDQW SRUWLRQ RI WKH ULVNV DQG UHZDUGV RI RZQHUVKL
XQGHU RSHUDWLIHIGOWR WHKBIUFRRKNROLGDWHG VWDWHPHQWY RI RSHUDWLRQV RQ D VW

V S5HYHQXAFRUQLWLRQ

7KH *URXS JHQHUDWHYV UHYHQXHV IURBE QWE G QRO YQID DK DISIGWEY \DAUHY 5 A BMQ HEWH BU R
<< PXVLF PHPEHUVKLS VXEVF%a SR HH B & YCHUGV RWIKHIUUR Y HQ X HV D Ul IBRIQ WDIRILUAP\VJ R
RQ WKHVWBRPOWIRUP 5HYHQXH LV UHFRJQL]HG ZKHQ SHUVXDVLYH HYLGHQFH RI DQ DU
GHWHUPLQDEOH DQG FROOHFWLRQ LV UHDVRQDEO\ DVVXUHG 5HYHQXH LV GHIHUUHG

)
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BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG
V S5HYHQKARUQLWLRQ FRQWLQXHG

,Q 2FWREHU WKH )LQDQFLDO $FFREDW LYY $M® QCPHG ¥X%bBDQEH WIRHD EGUHVV WKH
DUUDQJHPHQWYV 7KLVHEMWZL YN LSSDRQFHEWIHYHO\ LQ ILVFDO \HDUV EHJLQQLQJ XSRQ RU
*URXS KDV HOHFWHG HDUO\ DGRSWLRQ Rl WKLV QHZ JXLGDQFH WKURXJK D UHWURVSFH
ILQDQFLDO VWDWHPHQWYV

L , QWHUQHW YDOXH DGGHG VHUYLFHV

7KH *URXS RSHUDWHY D YLUWXDO FXUUHQF\ VIVWHP XQGHUYZKMWXD OV KW EKWV\FREND KR €& C
FRPPXQLW\ FKDQQHOV RU SD\ PHPEHUVKLS VXEVFULSWLRQ IHHV YLD RQOLQH SD\PHQ\
LQWHUQHW GHELW FUHGLW FDUG SD\PHQW DQG RWKHU WKLUG SDUW\ SD\PHQW V\VWH
SXUFKDVH YLUWXDO LWHPV LQ RQOLQH JDPHV ERWK GHYHORSHG E\ WKLUG SDUWLHYV
RQOLQH FRPPXQLW\ FKDQQHOV RU XVHG WBWDD @ FREKHUBQKL S/ RREBEVEXNWSGR\WW QHWHRR QV
$GYDQFHV IURP XVHUV DQG XSRQ FRQYHUVLRQ RU EHLQJ XVHG LV UHFRJQL]JHG DV U
DGGUHVVHG EHORZ

2Q 0L QHHMHQXH
7KH *URXS JHQHUDWH W WHYIHQXHWXIDR R WRHPV LQ RQOLQH JDPHVY GHYHORSHG E\ WKL W
PDMRULW\ Rl RQOLQH JDPH UHYHQXHV IRU WKHDMQIGUHH ZHH GHUGN G GHIFHRPPEWW LU G ST

8VHUV SOD\ JDPHV WK SRDIKI RUKRIIRUMRY® IDAKD BRD B XUFKDVHVY Rl YLUWXDO LWHPV LQFC
ZKLFK FDQ EH XWLOL]HG LQ WKH RQOLQH JDPHV WR HQKDQFH WKHLU JDPH SOD\LQJ H|
VSHFLILF XVHU ZLWKLQ D VSHFLILHG SHULRG Rl WLPH 3HUSHWXDO LWHPV UHSUHVHQ
JDPH $00 RI WKH RQOLQH JDPHV FDQ EH DFFHV\SH0D WORSU 8 O \W K REAWH Q B 2QGHRID/G R Q JWM

7KH *URXS UHFRJQL]JHV UHYHQXH ZKHQ UHFRJQLWLRQ FULWHULD GHILQHG XQGHU 86 *
SURYLGHG WR WKW KD ¥ IURXS XIDWHBHWHUPLQHG WKDW DQ LPSOLHG REOLJDWLRQ H[LVV
VXFK WKDW WKH XVHUV FDQ XWLOL]H WKH YLUWXDO LWHPV SXUFKDVHG E\ JDPH/ V8RN
EHFDXVH WKHLU JDPH WRNHQV YLUWXDO LWHFV]DPFPEGDFFRX WVWRILE DB WSHRY BIXRUAL
LQ JDPH YLUWXDO LWHPVWHSWRMHHUVIPPE BEWKXQWAKEBU SXUFKDVLQJ JDPHVWSONHIR RRJ
FRQYHUWLEOH LQWR JDPH WRNHQV EDVHG RQ D SUHGHWHUPLQHG H[FKDQJH UDWH DJ

7KH SURFHHGYV IURP WKH\WXUBKD\H RAXWKHG@BRXWY UHFRUGHG DV DGYDQFHV IURP XVH
IRUP RI WKWH Y URXSDO FXUUHQF\ QRW \HW FRQYHUWHG LQWR JDPH VSHFLILF/WRNMXD (
RU XSRQ WKH GLUHFW SXUFKDVH RI D JDPH WRNHQ ZKLFKHYHU LV DSSOLFDEOH WKH
EDVHG RQ D SUHGHWHUPLQHG FRQWUDFWXDO UDWLR *DPH WRNHDWV DIAH PR BRENAKR X
JDPH GHYWOSBBHHHGY LV UHFRUGHG DV GHIHUUHG UHYHQXH DQG DPRUWL]HG DFFRBVdHE
W\SLFDOO\ GR QRW FRQYHUW WKH YLUWXDO FXUUHQF\ LQWR JDPH WRNHQV RU SXUFK

)
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BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG
V S5HYHQKARUQLWLRQ FRQWLQXHG
L ,QWHUQHW YDOXH DGGHG VHUYLFHV FRQWLQXHG

2Q0LQHHMHHXH FRQWLQXHG
7KEBDUW\ GHYHORSHG RQOLQH JDPHV

3XUVXDQW WR FRQWUDFWY VLIQHG EHWZHHQ WKH *URXS DQG WKH UHVSHFWLYH JDPH
SXUFKDVH RI LQ JDPH YLUWXDO LWHPV IURP RQOLQH JDPHV GHYHORSHG E\ WKLUG SD
DJUHHG UDWLR IRU HDFK JDPH 7KHVH UHYHQXH VKDULQJ FRQWUDFWY W\SLFDOO\ OD\

7KH WKLUG SDUW\ GHYHORSHG JDPHV DUH DOO XQGHU QRQ H[FOXVLYH OLFHQVLQJ FR
JDPH GHYHORSHUVVWR \EW RPKIK V UIRXG F R QML\GHRUAN WEKLHD £ WRKEJ X @ 6 Al H QMK ZHWVREC SV KIHH U [
FHUWDLQ VWDQGDUG SURPRWLRQV WKDW LQFOXGH SURYLGLQJ DFFHVV WR WKH SODW
RQ WKH << SODWIRUP 7KH GHWHUPLQDWLRQ Rl ZKHWKHU WR UHFRUG WKHVH UHYKBX
SULPDU\ IDFWRUV DUH ZKHWKHU WKH I'HURDQS) MHDFIWAHQ WR WKH SDPBFR.GD\GI LY RU DV
UHTXLUHPHQW RI HDFK FRQWUDFW 7KH *URXS GHWHUPLQHG WKDW IRU WKLUG SDUW\
GHYHORSHUV GHVLJQ DQG GHY HOWRSGW K B Y2H B HD W R QDHEWDH. BHDWRW XGH WR HVWDEOLVK
PDLQWDLQLQJ DQG XSJUDGLQJ WKH JDPH FRXW HQ W X SDQIEF RIUEGW XPD@OLL\Y H PAD PEH BIRILY G ¢
VKDULQJ RI WKH UHYHQXHV ZLWK WKH JDPH GHYHORSHUV

*LYHQ WKDW WKLUG SDUW\ GHYHORSHG JDPHV DUH PDQDJHG DQG DGPLQLVWHUHG E\"
WKH FRQVXPSWLRQ GHWDLOV VXFK DV ZKHQ WKH JDPH WRNHQ LV VSHQW RQ WKH YLU’
E\ HDFK LQGLYLGXDPRZHDMHIIS ODRXS PDLQWDLQV KLVWRULFDO GDWD RQ WLPLQJ RI WKl
DQG WKH DPRXQW RI SXUFKDVHV RI JDPH WRNHQV DRHRERXE WHEB QHW RV WKH WDIPW VG
GHYHORSHUV VHUYLFHV WR WKH XVHUV 7KH *URXS KDV DGRSWHG D SROLF\ WR UHFR
HVWLPDWHG XVHU UHODWLRQVKLS ZLWK WKH *URXS RQ D JDPH E\ JDPH EDVLV ZKLFK
SDWWHUQNWUPDAMR®PLKLVWRULFDO XVDJH SDWWHUQV DQG WKHUHIRUH WKH HVWLPDWHG :

:KHQ WKH *URXS ODXQFKHVY D QHZ JDPH LW HVWLPDWHYV WKH XVHU UHODWLRQVKLS E
LWV RZQ RKWWRBXS FRQVLGHUV WKH JBIMHE XGIRHQOH DGV UWHEMKRSHHHNDNOCHIPARR BSOS K UV F
WKH XVHU UHODWLRQVKLS SHULRG

7KH HYWLPDWH XVHU UHODWLRQVKLS SHULRG LV EDVHG RQ GDR B \F\R DROIHW W MG HURWPHW
WKH *URXS PDLQWDLQV D VRIWZDUH V\VWHP WKDW FDSWXUHV WKH IROORZLQJ LQIRUF
*URXSSODWIRUP DQG E WKH DPRXQW DQG WKHHVKIPY. RU RKHAK BQPW KWARMNHOQUN FRIQ YHB'
SHULRG IRU D SDUWLFXODU JDPH WR EH WKH GDWH D SOD\HU SXUFKDVHV RU FRQY|
WKH XVHU SOD\V WKH JDPH IRU WKH ODVW WLPH 7KLV FRPSXWDWLRQ LV FRPSOHWHG
GHWHUPLQH RQH HVWLPDWHG HQG XVHU UHODWQRQVYPKLSDSPIHQWE IIRWHHWHKRJ PR HH G DREY
FDOFXODWHG IRU WKDW JDPH
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BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG

V S5HYHQXAFRUQLWLRQ FRQWLQXHG

L ,QWHUQHW YDOXH DGGHG VHUYLFHV FRQWLQXHG
2QOLQHHMHQXH FRQWLQXHG

7KH FRQVLGHUDWLRQ RI XVHU UHODWLRQVKLSVZEMAMWHIB ¥ W IRRDANLH) MV K D RvH WL IV NEHD/V HGWRRQ
LQIRUPDWLRQ DW WKH WLPH RI DVVHVVPHQW 7KH *URXS DVVHVVHV WKH HVWLPDWHG
WKH XVHU UHODWLRQVKLS DV D UHVXOW Rl QHZ LQIRUPDWLRQ ZLOO EH DFFRXQWHG C
DQG (UURU &RUUHFWLRQV

6HOl GHYHORSHG JDPHV

5HYHQXHV GHULYHG IURP VHOI GHYHORSHG JDPHV DUH UHFRUGHG RQ D JURVYV EDVLV
PDLQWDLQ LQIRUPDWLRQ RQ FRQVXPSWLRQ GHWDLOV RI LQ JDPH YLUWXDO LWHPV D(
GHYHORSHG JDPHV *LYHQ WKDW FHUWDLQ KLVWRULFDO GDWD LV QRW DYDLODEOH W
JDPLQJ H[SHULHQFH DQG VDOHV WR GHWHUPLQH WKH HVWLPDWHG SHULRG RI XVHU Ul
WKH *VRX80I GHYHORSHG JDPHVY DUH DSSUR[LPDWHO\ IRXU PRQWKYV IRU WKH SHULRGYV

<< PXMHYFHOQ XH

7KH *URXS FUHBDWHYLDAMXRBRO LWHPV WR EH XVHG E\ XVHUV RQ << PXVLF FKDQQHOV Zk
RIHUHG IUHH RUFKROG WRUMNIHW Y PWIGLHG SULFHV DV SUWK GKXWHUWPH QHQXEH MRCH RRWF S
8VHUV SXUFKDVH FRQVXPDEOH YLUWXDO LWHPV IURP WKH *URXS DQG SUHVHQW WKHP
LWHPV ZKLFK SURYLGH XVHUV ZLWK UHFRJQL]JHG VWDWXV VXFK DV SULRULW\ VSHDN
,Q RUGHU WR DMAW WXAHNV*MRME WKUDUHYV ZLWK FHUWDLQ SRSXODU SHUIRUPHUV DQG FKD
ZLWK WKH *URXS D SRUWLRQ RI WKH UHYHQXHV WKH *URXS GHULYHV IURP VXFK LQ F
DV FRVW RI UHYHQXH 3HUIRUPHUYV DQG FKDQQHO RZQHUV ZKR GR QRW KDYH UHYHQX
GHULYHG IURP WKH YLUWXDO LAWHPS/ W R X& HEG/OWMKLUWRAKX BLC0 R WIHAPH R4 R S HBID WK *BARM B
UHFRJQL]JH DQ\ UHYH@XH UBHRPYRUWXDO LWHPV QRU VKDUH DQ\ UHYHQXH ZLWK SHUIRU
SHUIRUPHUV E\ WKH X¥HOXV BFRRHYGHQXIOLY UHFRJQL]JHG IRU WKH VDOH RI YLUWXDO L
LWHP LV D FRQWXWKEOMDRY RI WLPH EDVHG YLUWXDO LWHPY UHFRJQL]JHG UDWDERLMR
GRHV QRW H[FHHKG RQRX\H BRHY QRW KDYH IXUWKHU REOLJDWLRQVLUWWXWDIOHLXYANHPY DPIDW |
LQGLYLGXDOO\ RU EXQGOHG LOQWR RANHUWMBRUARRBQMW PXOHWMDLWEBH YURWXDO LWHPV EX
HYDOXDWHYV VXFK DUUDQJHPHQWY XQGHU $6& OXOWLSOH (OHPHQW $UUDQJHPHQV
GHWHUPLQHYV LI VXFK HOHPHQWY PHHW WKH FULWHULD WR EH DFFRXQWHG IRU DV VH!
VHSDUDWH XQLWYV RI DFFRXQWLQJ EDVHG RQ WKHLU UHODWLYH VHOOLQJ SULFH 7KH

HDFK HOHPHQW YHQGRU VSHFLILF REMHFWLYH HYLGHQFH 962( WKLUG SDUW!
WKDW WKH 962( RI WKH VHOOLQJ SULFH FDQQRW EH GHWHUPLQHG WKH *URXS KDWHDE
YLUWXDO LWHP HOHPHQWY EDVHG RQ WKH 73( RI VHOOLQJ SULFH RU WKH % (63 IRU HLC
VROG LQ D EXQGOH EDVHG RQ VLPLODBSGIWIGUPVEDVRIGGROHWRHDVMHA! REHVKHOLQJ

LWHPV ZLWKRXW VLPLODU SURGXFWY VROG VHSDKBWHO63 RQ JHKOHHYD GODBMDRHEB RQVW &
HOHPHQWYV RI D VLPLODU QDWXUH ZKHQ WKH\ DUH VROG WR XVHUV RQ D VWDQG DORC
HOHPHQW KDV QRW SUHYLRXVO\ EHHQ VROG RQ D VWDQG DORQH EDVLV

)
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LL

BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG

5HYHQFRUQLWLRQ FRQWLQXHG

,QWHUQHW YDOXH DGGHG VHUYLFHV FRQWLQXHG
<< PXHIYHQXH FRQWLQXHG

7TKHVH HVWLPDWHY DUH JHQHUDOO\ GHWHUPLQHG EDVHG RQ SULFLQJ VWUDWHJILHV P
YLUWXDO LWHP HOHPHQW LQ DFFRUGDQFH ZLWK WKH DSSOLFDEOH UHYHQXH UHFRJQL

2WKHYUH@ X H

2WKHU UHYHQXH PDLQO\ UHSUHVHQWYV PHPEHUVKLS VXEVFULSWLRQ UHYHQXH VHUYH
SODWIRUP VXFK DV JDPH EURDGFDVWLQJ FKDQQHOV HWF DQG RWKHU PLVFHOODQHR

7KH *URXS RSHUDWHY D PHPEHUVKLS VXEVFULSWLRQ SURJUDP ZKHUH VXEVFUL3WHRQ
PHPEHUVKLS IHH LV FROOHFWHG XS IURQW IURP VXEVFULEHUV 7KH UHFHLSW RI WKH
UDWDEO\ RYHU WKH SHULRG RI WKH VXEVFULSWLRQ DV VHUYLFHYVY DUH UHQGHUHG 8Q
WHUP GHIHUUHG UHYHQXH

6HUYHU UHQWDO LQFRPH LV UHFRJQL]JHG RQ D VWUDLJKW OLQH EDVLV RYHU WKH UHQ

5HYHQXH IURP VDOHV RI YLUWXDO LWHPV LQ YDULRXV FKDQQHOV LV UHFRJQL]JHG RQ |
UHYHQXH

$GYHUWHYHQXHV

$GYHUWLVLQJ UHYHQXHVY DUH GHULYHG SULQFLSDOO\ IURP DGYHUWLVLQJ DUUDW®Q B-OTH
LQ IGIUHQW IRUPDWY RYHU D SDUWLFXODU SHULRG RI WLPH 6XFK IRUPDWY JHQHUDOO
$GYHUWLVHPHQWVYVSRO® WIKH PUIRKXIBHIG QQQUWB KID \EPK/DY RI GXUDWLRQ DQG DGYHUWLVLQJ
WKH DGYHUWLVLQJ VHUYLFHVY WR EH SURYLGHG :KHUH FROOHFWDELOLW\ LV UHDVRQI
RYHU WKH FRQWUDFW SHULRG RI GLVSOD\

7KH *URXS HQWHUV LQWR DGYHUWLVLQJ FRQWUDFWY GLUHFWO\ ZLWK DGYHUWLVHUYV
UDQJH IURP WR PRQWKV %RWK WKLUG SDUW\ DGYHUWLVLQJ DIJHQFLHYV DQG GLUHF
GXH XVXDOO\ ZLWKLQ PRQWKYV

KHUH FXVWRPHUV SXUFKDVH PXOWHEAQW GYNSW®DVISGUVRGV¥HWQ MWK \GCOLPH FRQWUDFYV
YDULRXV DGYHUWLVLQJ HOHPHQWY EDVHG RQ WKH UHODWHYH QW GHODLHPIH WLV IR YPHIWV WR
SHULRGVY 7KH IROORZLQJ KLHUDUFK\ VKRXOG EH IROORZHG ZKHQ GHWHUPLQLQJ WKH
HYLGHQFH 962( WKLUG SDUW\ HYLGHQFH  73( DQG EHVW HVWLPDWH RI VHC
FDQQRW EH GHWHUPLQHG WKH *URXS KDV DGRISIWHG VD BROHBWWWRLDO GHIROFHPWIQ WK HE D |
RI HDFK DGYHUWLVHPHQW ZLWKLQ WKH FRQWUDFW WDNLQJ LOQWR FRQVLGHUDWLRQ W
RQ WKH HOHPHQWYV GHOLYHUHG DQG GHIHUV WKH UHFRJQLWLRQ RI UHYHQXH IRU WKH
VDWLVILHG :KHUH DOO RI WKH HOHPHQWYV ZLWKLQ DQ DUUDQJHPHQW DUH GHOLYHUH!
EDVLV RYHU WKH FRQWUDFW SHULRG
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\%

BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG
5HYHQKAFRUQLWLRQ FRQWLQXHG

LL S GYHUWHYHQXKHYV FRQWLQXHG

w

7TUDQVDFWLR® Y XUWK DVGRIHUWLVLQJ DIHQFLHYV

JRU FRQWUDFWY HQWHUHG LQWR ZLWK WKLUG SDUW\ DGYHUWLVLQJ DJHQFLHV WKH W
5HYHQXH LV UHFRJQL]HG UDWDEO\ RYHU WKH FRQWUDFW SHULRG RI GLVSOD\ EDVHG F

7KHUH LV SHUVXDVLYH HYLGHQFH WKDW DQ DUUDQJHPHQW H[LVWV WKH *URXS ZLC
DJHQFLHV VSHFLI\LQJ SULFH DGYHUWLVLQJ FRQWHQW IRUPDW DQG WLPLQJ

B3ULFH LV IL[HG RU GHWIHEG WRDWE®H SGIYHUWKMUQJ DIHQFLHY DUH VSHFLILHG LQ W
6HUYLFHY DUH UHQGHUHG WKH *URXS UHFRJQL]JHVY UHYHQXH UDWDEO\ DV WKH HOH

&ROOHFWDELOLW\ LV UHDVRQDEO\ DVVXUHG WKH *URXS DVVHVVHV FUHGLW KLVWR
DJUHHPHQWYV ,I| WKH FROOHFWDELOLW\ IURP WKH DJHQFLHV LV DVVHVVHG DV QRW
UHFHLYHG DQG DOO WKH RWKHU UHYHQXH FULWHULD DUH PHW

7KH *URXS SURYLGHYV VDOHV LQFHQWLYHV LQ WKH IRUPV RI GLVFRXQWY DQG UHEDWH
DIJHQFLHY DUH YLHZHG DV WKH FXVWRPHUV LQ WKHVH WUM®GYYRWIRR\DIJHIQFHB X H QW
SURYLGHG WR WKH DJHQFLHVY 6DOHV LOQFHQWLYHY DUH HVWLPDWHG DQG UHFRUGHG I
VDOHV YROXPH EDVHG RQ KLVWRULFDO H[SHULHQFH

7JUDQVDFWLRQV ZLWK DGYHUWLVHUV

7KH *URXS DOVR HQWHUV LQWR DGYHUWLVHPHQW FRQWUDFWYV GLUHFWO\ ZLWK DGYH!L
UHFRJQL]JHY UHYHQXH UDWDEO\ DV WKH HOHPHQWV7BEHHWGEHHE@NVYBIQE G RY 8 UWLRID \F RIOQW
WR WKH FRQWUDFW EHWZHHQ WKH *URXS DQG WKH DGYHUWLVHUV 7KH *URXS DOVR S
5HYHQXH LV UHFRJQL]HG EDWWVGI GVRWWHKHD OGPRYYWVHUDNU QHW RI GLVFRXQWYV

$GYDQRPVXVYHUV DRGHE H HXHJ

$GYDQFHV IURP XVHUV DUH SUHSD\PHQW W NJLRPVXDHUFXIUQ MK MRIJPWR D WH H) RWRXEW FF
XSRQ WKH FRQVXPSWLRQ RU FRQYHUVLRQ DUH UHFRJQL]JHG DV UHYHQXH DFFRUGLQJ
SULPDULO\ FRQVLVWY Rl WKH XQDPRUWL]HG JDPH WRNHQV DQG SUHSDLG VXEVFULSW|
ZKHUH WKHUH LV VWLOO DQ LPSOLHG REOLJDWLRQ WR EH SURYLGHG E\ WKH *URXS Z
PHW
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BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG

X &RVWHRHQXHV

$PRXQWV UHFRUGHG DV FRVW RI UHYHQXH UHODWH$W B @G WDHFYWH BIWSLH/Q \DH WU HY FXQWXXWHH G
LQFXUUHG &RVW RI UHYHQXHV FRQVLVWY SULPDULO\ RI L EDQGZLGWK FRVWV LL C
LQWDQJLEOHY GLUHFWO\ UHODWHG WR RSHUDWLQJ WKH SODWIRUP LLL SHUVRQQHO
LY SD\PHQW KDQGOLQJ FRVW Y EXWLQARXOWWD POV ®HYGIOROPMGWE MMUFKDUUHYHQXH
RZQHUVY DQG SHUIRUPHUV LQ << PXVLF FKDQQHOV WKRVH HQWLSWIHGI RURP UM X HIQ O W
LQ OLYH JDPH EURDGFDVWLQJ DQG FRQWHQW RZQHUV RI WKH SURGXFWY VROG LQ <<
DUUDQJHPHQWY EHWZHHQ WKH DQRBX Y IDLQ R WKHUFRRQWWU SDUW\

,Q WKH 35& EXVLQHVV WD[HV DUH LPSRVHG E\ WKH JRYHUQPHQW RQ UHYHQXHV UHSR
WUDQVIHU RI LQWDQJLEOH DVVHWY DQG VDOHV RI LPPRYDEOH SURSHUWLHY LQ WKH 3
LV bOVR VXEMHFW WR FXOWXUDO GHYHORSPHQW IHH DW D WD[ UDWH RI RQ VHUYLF

2Q -DQXDU\ D SLORW SURJUDP WKH 3LORW 3URJUDP ZDV ODXQFKHG RQ &KID/®I
GHULYHG IURP FHUWDLQ SLORW LQGXVWULHV WKH 3LORW ,QGXVWULHV RWKHU WKL
IURP 6KDQJKDL WR HLJKW RWKHU FLWLHV DQG SURYLQFHV LQ WKH 35 & XEYEGKDB UQH Wl
LQFRUSRUDWHG DQG KDYH RSHDDBWHE®V WLRH UHLYH @XH DQRBXBQOLQH JDPH UHYHQXH C
EHFDPH VXBEMWKWNMUMEWLYIH IURP 1IRYHPEHU DQG 'HFHPEHU 7KH *DRXB WHBWHHRUH
DGYHUWLVLQJ UHYHQXH DQG QWKE H BDIRRKUN R HVQRKHM FLHMOWR IBS B OW BUBH WHRQHUHR WEIXKGIY HIUF
UHYHQXHV HDUQHG IURP H[WHUQDO FXVWRPHUV ZHUH VXEMHFW WR EXV L Q HYGMWD HHV |
HQGHG 2FWREHU BQBHW K & XH RO QEG IURP HIWHUQDO FXVWRPHUV ZHUH VXEMt
HQGHG 'HFHPEHU DQG H[FHSW WKPQOWEH JDRKSIUIHYHQXH $FHRDQ WRP B H Q/RXEMH F\W

7KH *URXS LV VXEMNFRN BRVY QY BKDMOFHK DO PDOFXODWHG EDVHG RQ $¥Q$D\D R
WKH \HDUV HQGHG '"HFHPRKU UHVSHFWLYHO\

7KH *URXS UHSRUWHG EXVHYH\D\Q & FMOMXQ® & XGHYKDOR S P HQ W K H HEK V. RE M U VU HAGD HRPV FAIRQY(
FXOWXUDO GHYHORSPHQW IHHV LQFOXGHG LQ FRVW RI DRGHQ X H\WH URIUSDKH \HB0Y HQ C
50% UHVSHFWLYHO\

%DVHG RQ WKHRHSRYDWH VWUXFWXUH DQG WKH FR§VE5 R FAXEDN OGLIDUNDE WH BNEGWMKBIR B Q
WKH *URDHFWY.YHO\ VXEMHFW WR WKH 35& EXVL®HDQ G DHD QIMNEGRIXWER DY XM ¥ MHPW
VXEVLGLDULHV MJRRQMKID EWRODSDO DUUDQAJKEPIWQWY ZLWK WKH *URXS

)



7CEGIR & ROMON

127(6 2 7+( &2162/,®(" ),1$1&,%$/ &7(0(176
$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG

Y S5HVHBWQG GHYHORSPHQW H[SHQVHV

5HVHDUFK DQG GHYHORSPHQW FRVWV FRQVLVW SULPDULO\ RI L VDODU\ DQG EHQHIL
RILFH SUHPLVH DQG VHUYHUV XWLOL]J]HG E\ WKH UHVHDUFK DQG GHYHORSPHQW SHUVF
GHYHORS WKH ZHEVLWHV QHZ VHUYLFHV DQG IHDWXUHV DUH H[SHQVHG DV LQFXUUH

&RVWYV LQFXUUHG GXULQJ WKH UHVHDUFK VWDJH DUH H[SHQVHG DV LQFXUUHG &RVW'
IHDVLEZOLFMK LV ZKHQ D ZRUNLQJ PRGHO LV DYDLODEOH DUH H[SHQVHG ZKHQ LQFXUU

'"HYHORSPHQW FRVWYV LQFXUUHG IRU WKHD@OGUV HQIGIHVE ZHRHHPEXDOLILHG IRU FDSLWDC

Z 6DOHV DQG PDUNHWLQJ H[SHQVHYV

6DOHV DQG PDUNHWLQJ H[SHQVHW RRPSV\VRIQS WIWRRN E\DRHGDERPBHQVDWLRQ H[SHQV
SHUVRQQHO DQG DGYHUWLVLQJ DQG PDUNHW SURPRWLRQ H[SHQVHV 7KH DGYHUWLVL
50% DQG 50% GXULQJ WKH \HDUV HQIEHG 'HF HMBASB FWLYHO\

[ *HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHYV

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHVY FRQVLVW SULPDULO\ RI VDODU\ DQG EHQF
SURIHVVLRQDO VHUYLFH IHHV OHJDO H[SHQVHVY DQG RWKHU DGPLQLVWUDWLYH H[SHC(

\ *RYHUQPHQW JUDQWYV

*RYHUQPHQW JUDQWY UHSUHVHQW FDVK VXEVLGLHV UHFHLYHG IURP WKH 39RY HRQHPHT
DUH RULJLQDOO\ UHFRUGHG DV GHIHUUHG UHYHQXH ZKHQ UHFHLYHG XSIURQW $IWHU
UHFRJQL]JHG DV RSHUDWLQJ RU QRQ RSHUDWLQJ LQFRPH EDVHG RQ WKH QDWXUH RI W

] 6KMUEDVHG FRPSHQVDWLRQ

7KH &RPSDQ\ JUDQWYV VWRFN EDVHG DZDUG VXFK DV EXW QRW OLPLWHG WR VKDUH
HPSOR\HHAMMHWM GLUHFWRUV DQG QRQ HPSOR\HH FRQVXOWDQWYV

$ZDUGV JUDQWHG MW RHHRS DRAEHM UMMFWRUY DUH LQLWLDOO\ DFFRXQWHG IRU DV HTXLV
H[SHQVHY DUH PHDVXUHG DW WKH JUDQW GDWH IDLU YDOXH RI WKH DZDUG DQG DUH I
WKH UHTXLVLWH VHUYLFH SHULRG ZKLFK LV JHQHUDOO\ WKH YHVWLQJ SHULRG 'XRU(
JUDQWHG WR QRQ HPSOR\HHV DUH LQLWLDOO\ PHDVXUHG DW IDLU YDOXH RQ WKH JUELC
FRPPLWPHQW GDWH RU WKH GDWH WKH VHUYLFH LV FRPSOHWHGGOWQBUWHHER JRH.DN & LRHYG
XVLQJ WKH IDLU YDOXH DV DW HDFK SHULRG HQG XQWLO WKH PHDVXUHPHQW GDWH J
YDOXH EHWZHHQ WKH LQWHULP UHSRUWLQJ GDWHYV DUH DWWULEXWHG FRQVLVWHQW .

)
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BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG
] 6KMUEDVHG FRPSHQVDWLRQ FRQWLQXHG

$V D UHVXOW RV'MNRBXQPKDVHYV RIIFRHH®RIQQ DZD AGRWRH | FHUWDLQ LQLWLDOO\ HTXL"
HPSOR\HH DZzDUGY KDG EHHQ UHFODVVLILHG DV D OLDELOLW\ FODVVLILHG DzZzDUG DV
DzZzDbuGY DUH UH PHDVXUHG DW WKH HQG RI HDFK UHSRUWLQJ SHULRG XQWLO HLWKHU
WR WKH PDUNHW YDOXH IOXFWXDWLRQ RI WKH XQGHUO\LQJ VKDUHV IRU D UHDVRQDE(
XQH[HUFLVHG

2Q 6HSWHPEHWKH ERDUG RI GLUHFWRUV RI WKH &RPSDQ\ UHVROYHG QRW WR XQGHU\
DZzDUGV H[FHSW XQGHU WKRVH FRQGLWLRQV VSHFLILHG LQ WKH UHOHYDQW DZDUG V
XQYHVWHG VKDUH EDVHG FRPSHQVDWLRQ DZDUGY VKRXOG EH DSSURYHG E\ WKH PDM|I
VSHFLILFDOO\ FRPPXQLFDWHG WR DOO HPSOR\HHV ZLWK RU ZLWKRXW WKH DZDUGV $
XQGHUVWDQGLQJ E\ D ZULWWH® KHR @ OW\WPDIWILIRMW SR QRRIGCGWKRBOAOLDELOLW\ FODVVLILHG

6KDUH EDVHG FRPSHQVDWLRQ H[SHQVH LV UHFRUGHG QHW RI HVWLPDWHG IRUIHLWXU
YHVW )RUIHLWXUHVY DUH HVWLPDWHG DW WKH WLPH RI JUDQW EDVHG RQ KLVWRULFD(
GLHU I[IURP WKRVH HVWLPDWHYV

3ULRU WR WKH [H@IL\@ I DED B/E QLIRFVRII WKH %LQRPLDO RSWLRQ SULFLQJ PRGHO ZDV X
GHWHUPLQDWLRQ RIIWRWHDBLE\ YWKHXMKZIDUMDHDSULFH DV ZHOO DV DVVXPSWLRQV UHJDUG
WKH H[SHFWHG VKDDHVSXD6 H QRBODWRNMHMNVHG HPSOR\HH DQG QR QLWMSIQR\H H QW B U H VR
GLYLGHQGV 7KH XVH RI WKH %LQRPLDO RSWLRQ SULFLQJIPRIGHD GG XLRIG \H PI$W R GHH.
IRU WKH UHODWLYH SUREDELOLW\ HYWLPDWLRQ SXUSRVH DQG D QXPEKRK JRUIFRW STCHY
VKDUH EDVHG DZDUGV LV EDVHG RQ VWRFN SULFH Rl WKH &RPSDQ\ LQ WKH 1$6'$4 *OR

DD,QFRPH WD[HV

&XUUHQW LQFRPH WD[HV DUH SURYLGHG RQ WKH EDVLV RI QHW LQFRPH IRU ILQDQFLD
DVVHVVDEOH RU GHGXFWLEOH IRU LQFRPH WD[ SXUSRVHV LQ DFFRUGDQFH ZLWK WKH
IRU XVLQJ DQ DVVHW DQG OLDELOLW\ PHWKRG 8QGHU WKLV PHWKRG GHIHUHHBQRKH\F
DSSO\LQJ HQDFWHG VWDWXWRU\ UDMUHMN BB 8 CEHH\WD E I H QUWMR KIEX WXQUIHQ FH.DWV VWD W HIPH QW |
DVVHWY DQG OLDELOLWLHV 7KH WD[ EDVH RI DQ DVVHW RU OLDELOLWHNHARW W&H BRRXJ
FKDQJH LQ WD[ UDWHV LV UHFRJQL]HG LQ VWDWHPHQW RI RSHUDWLRQV DQG FRPSUHK
UHGXFH WKH DPRXQW RI GHIHUUHG WD[ DVVHWYV LI LW LV FRQVLGHUHG PRUH OLNHO\"

)
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BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG

DD,QFRPH WD[HV FRQWLQXHG

EE

FF

8QFHUWDLQ WD[ SRVLWLRQV

7KH JXLGDQFH RQ DFFRXQWLQJ IRU XQFHUWDLQWLHVY LQ LQFRPH WD[HV SUHVFULEHV
PHDVXUHPHQW RI D WD[ SRVLWLRQ WDNHQ RU H[SHFWHG WR EH WDNHQ LQ D WD[ UHW
OLDELOLWLHVY FODVVLILFDWLRQ Rl FXUUHQW DQG GHIHUUHG LQFRPH WD[ DVVHWYV DQ
DFFRXQWLQJ IRU LQFRPH WD[HV LQ LQWHULP SHULRGV DQG LQFRPH WD[VGX@FE& R WDWLE
SRVLWLRQV DQG GHWHUPLQLQJ LWV SURYLVLRQ IRU LQFRPH W@GHW D RHUSURX $ [SHRR/]
OLDELOLWLHY RQ LWV EDODQFH VKHHW DQG XQGHU RWKHU H[SHQVHV LQ LWV VWDWHI
DVVRFLDWHG ZLWK XQFHUWDLQ WD[ SRVLWLRQUQRBU WKHWVIRDUNFHEEHG ' MFKHP BUREX S G
DQ\ VLIJQLILFDQW XQUHFRJQL]JHG XQFHUWDLQ WD[ SRVLWLRQV

(PSOR\HH VRFLDO VHAXBEHOHIDW® ZHOIDU

(PSOR\HHV RI WKH *URXS LQ WKAH®3R UHJ HHHOQHWILWWO HQ PR /WD SHQVLRQ ZRUN UHODW
LQVXUDQFH XQHPSOR\PHQW EHQHILW DQG KRXVLQJ IXQG SODQV WKURXJK D 35& JRY}F
UHTXLUHG WR DFFUXH IRU WKHVH EHQHILWY EDVHG RQ FHUWDLQ SHUFHQWDJHV RI WEk
7KH *URXS LV UHTXLUHG WR PDNH FRQWULEXWLRQV WR WKH SODQV RXW RI WKH DPRX
SHQVLRQ OLDELOLW\ WR EH SDLG WRBOKHDW IHRPGB\O R\HH @ ILPQ® MK IVRURKE DPRXQWYV FF
FROQWULEXWLRQV PDGH (PSOR\HH VRFLDO VHFXULW\ DQG ZHOIDUH EHQHILWY LQFOXG
50% 50% DQG 50% IRU WKH \HDUV HQGRG 'HFHBEMESHFWLYHO\

6 W D W XHAVRHUAY B V
7KH *URXXEVLGLDULHY DQG 9,(V HVYWDEOLVKHG LQ WKH 35& DUH UHTXLUHG WR PDNH

,Q DFFRUGDQFH ZLWK WKHWPRWYHD $Q Q QF KO MERWEKQWKEEVEGLYHV HW KIHH FURMWMBUHG DV
%HLMLQJ +XDQMX 6KLGDL =KXKDL 'XRZDQ DQG *XDQJ]KRX +XDQWX &SKURIDW KDY & HWRH
$FFRXQWLQJ 6WDQGDUGV IRU %XVLQHVV (QWHUSULVHY DV S5H8RKOUP WH&KH\QWK H3 b &Q*
IXQGYVY LQFOXGLQJ JHQHUDBRWKWHD@8 PHDAD DK GXWWDI7TKH DSSURSULDWLRQ WR WKAVDL
SURILWY FDOFXODWHG LQ DRBERURSQEBWILRMX BB RMIUIHTXLUHG LI WKH UHVHUYH IXQ(
FRPSDRSSURSULDWLEQOMXKN WRB YWOIDUH IXMGLMF DAMWWR®E® FRPSDQ\

,Q DGGLWLRQ LQ DFFRUGDQFH ZLWK WKH &RPSDQ\ /DZV RI WKH 35& WKH 9,(V RI WKH
%HLMXQ@D 7PXVW PDNH DSSURSWID) V$IURQVW WDR/P CHWWHDIPLIPH G XQGHU WKH 35& *$$3 WR Q
VWDWXWRU\ VXUSOXV IXQG DQG D GLVFUHWLRQDU\ VXUSOXV IXQG 7KH DS®%WDR SWIRD W
GHWHUPLQHG XQGHUYSBKRIBEDWERQ LV QRW UHTXLUHG LI WKH VXUSOXV IXQG KDV UH
$SSURSULDWLRQ WR WKH GLVFUHWLRQDU\ VXUSOXV IXQG LV PDGH DW WKH GLVFUHWL

)
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FF

BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG
6 WD WXHWRHUIAYBHY FRQWLQXHG

7KH XVH RI WKH JHQHUDO UHVHUYH IXQG VWDWXWRU\ VXUSOXWHW®GQUIQRE G RWRHAWRU
WKH UHVSHFWEKHIVRRAEZIDWD QG ZHOIDUH IXQG LV D OLDELOLW\ LQ QDWXUH DO@® GV RIH"
FROOHFWLYH ZHOIDUH RI HPSOR\HHV $00 WKHVH UHVHUYHV DUH QRW DOORZHG WR E
WKH\ EH GLVWULEXWHG H[FHSW XQGHU OLTXLGDWLRQ

7KH *URXS GLG QRW PDNH DQ\ DSSURSULDWLRQ WR LWV JHQHUDO UHVHUYH RQXy MQQ
IXQG IRU WKH \HDUV HQGHG DHFHPEHWHYV PHFWKWHI®E& VXEVLGLDULHYV DQG 9,(V UHSRU'

GG5HODWHG SDUWLHV

HH

JJ

3DUWLHY DUH FRQVLGHUHG WR EH GHOBDMMG IRWARQEHR QDVHIARIDAW X WKW KDHEWL GIDWW )\ RU HJI
RWKHU SDUW\ LQ PDNLQJ ILQDQFLDO DQG RSHUDWLQJ GHFLVLRQV 3DUWLHV DUH DOV
LQIOXHQFH VXFK DV D IDPLO\ PHRFREHD RERHOMHOBDE ERH SRKDWHRRO GHHBH DOVR 1RWH IR

'LYLGHQGV

'LYLGHQGY DUH UHFRJQL]HG ZKHQ GHFODUHG 1R GLYLGHQGYV ZHUWH G H F ODHMIBH FRWURH
GRHV QRW KDYH DQ\ SUHVHQW SODQ WR SD\ DQ\ GLYLGHQGYV RQ FRPPRQ VKDUHV LQ W
DQG DQ\ IXWXUH HDUQLQJY WR RSHUDWH DQG H[SDQG LWV EXVLQHVV

/IRVV LQFRPH SHU VKDU

%DVLF ORVV LQFRPH SHU VKDUH LV FRPSXWHG E\ GLYLGLQJ QHW ORVV DWWULEXWD'
IHDWXUH GHHPHG GLYLGHQG WR SUHIHUUHG VKDUHKROGHUVY DQG DPRUWL]DWLRQ RI
1RWH E\ WKH ZHLJKWHG DYHUDJH QXPEHU RI FRPPRQ VKDUHVY RXWVWDQGLQJ GXU
LQFRPH LV DOORFDWHG EHWZHHQ FRPPRQ VKDUHY DQG RWKHU SDUWLFLSDWLQJ VHFX
SDUWLFLSDWLQJ VHFXULWLHYV LI EDVHG RQ WKHLU FRQWUDFWXDO WHUPV WKH\ DUH Q

'LOXWHG ORVV LQFRPH SHU VKDUH LV FDOFXODWHG E\ GLYLGLQJ QHPWORN & LCOXXWU Y E
HTXLYDOHQW VHEKDWKHN ZHLDORWHG DYHUDJH QXPEHU RI FRPPRQ DQG GLOXWLYH FRPPRQ
HTXLYDOHQW VKDUHV FRQVLVW RI FRPPRQ VKDUHYV LVVXDEOH XSRQ WKH FRQYHUVLRC
WKH H[HUFLVH RI VKDUH RSWLRQV XVLQJ WKH WUHDVXU\ VWRFN PHWKRG &RPPRQ HT:
FDOFXODWLRQ ZKHQ LQFOXVLRQ RI VXFK VKDUH ZRXOG EH DQWL GLOXWLYH

&RPHKHQVLYH ORVV LQFRPH

&RPSUHKHQVLYH ORVV LQFRPH LV GHILQHG DV WKH FKDQJH LQ HTXLW\ RI WKH &RPSI
FLUFXPVWDQFHV H[FOXGLQJ WUDQVDFWLRQV UHVXOWLQJ IURP LQYHVWPHQWYV E\ VKDI
UHSRUWHG LQ WKH FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV DQG FRPSUHKHQV
IRUHLJQ FXUUHQF\ WUDQVODWLRQ DGMXVWPHQWYV

)
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BULQFLSDO DFFRXQWLQJ SROLFLHV FRQWLQXHG

KK6HIJPHBSRUWLQJ

LL

2SHUDWLQJ VHIJPHQWY DUH GHILQHG DV FRPSRQHQWY RI DQ HQWHUSULVH HQJDJLQJ L
UHJXODUO\ HYDOXNVNWHKGHE\RBKIHDWRYS GHFLVLRQ PDNHUV LQ GHFLGLQJ KRZ WWRRHKQER
RSHUDWLQJ GHFLVLRQ PDNHU KDV EHHQ EEAHKEWLH IYH 8 ZD/V FR QN RA&LLEGD \WHE XWWHWXDO MV ZK
UHVRXUFHY DQG DVVHVVLQJ SHUIRUPDQFH RI WKH *URXS 7KH *URXS KDV LQWHUQDO
UHSRUWYV FRVWY DQG H[SHQVHV E\ QDWXUH DV D ZKROH 7KH *URXS GRHV QRW GLVWL
WKH *URXS KDV RQO\ RQH RSHUDWIR®RU VCHIYHD BV N WWKB QG RMHSYHQXH DUH VXEVWDQW
JHRJUDSKLFDO VHIPHQWY DUH SUHVHQWHG

,QWHUQDO Xt%H VRIWZDU

7KH &RPSDQ\ UHFRJQL]JHV LOQWHUQDO XVH VRIWZDUH GHYHORSPHQW FRVWYV L IRF RUY
FDSLWDOL]DWLRQ RI TXDOLI\LQJ FR\D\E 8 QA IOFFDXW IURHG GHKYH QR SPKIQWRVWRDHH QG WR HI[S
SUHOLPLQDU\ SURMHFW DQG SRVW LPSOHPHQWDWLRQ RSHUDWLRQ VWDJHV 7KH &RPS
HQGHG '"HFHPEHU DQG UHVSHFWLYHO\

MMSEHFHQWO\ LVVXH® QRERRKBMHQW \8 U

,Q -XO0\ $WKHVIVXHG DQ DFFRXQWLQJ VWDQGDUGY XSGDWH ZKLFK DOORZV DQ HQWL
WR SHUIRUP D TXDQWLWDWLYH LPSDLUPHQW WHVW RQ LOQGHILQLWH OLYHG LQWDQJLE
UHTXLUHG WR FDOFXODWH WKH IDLU YDOXH RI DQ LQGHILQLWH OLYHG LQWDQJLEOH D
OLNHO\ WKDQ QRW WKH LQGHILQLWH OLYHG LOQWDQJLEOH DVVHW LV LPSDLUHG 7KH [
FRQGXFWLQJ WKH TXDOLWDWLYH DNNMWVYRHQRW DTXOXDPHIG P HQWH WDLUWPHLRISDLUPHQW W
6HSWHPEHU HDUO\ DGRSWLRQ LV SHUPLWWHG 7KH DGRSWLRQ RI $68 ZLO

&HUWDLQ ULVNV DQG FRQFHQWUDWLRQ
35& WJXODWLRQV

JRUHLJQ RZQHUVKLS RI LQWHUQHW EDVHG EXVLQHVVHV LV VXEMHFW WR VLJQLILFDQW
UHJXODWHY LQWHUQHW DFFHVV WKH GLVWULEXWLRQ RI RQOLQH LQIRUPDWLRQ DQG !
RWKHU JRYHUQPHQW UHJXODWLRQV 7KHVH ODZV DQG UHJXODWLRQV DOVR OLPLW IRL
VHUYLFHV 6SRBHILRKDAPQHUVKLS LQ DQ LQWHUQHW LQIRUPDWLRQ SURYLGHU RU RWKI

YRUHLJQHUV RU IRUHLJQ LQYHVWHG HQWHUSULVHV DUH FXUUHQWO\ QRW DEOH WR
&RPSDQ\ LV LQFRUSRUDWHG LQ WKH WBY RRP,YDQQIGW AR/ DERBEHGLIM ®\ IRUHLJQ LQY

,Q RUGHU WR FRPSO\ ZLWK WKH 35& ODZV UHVWULFWLQJ IRUHLJQ RZQHUVKLS LQ WKH
WKURXJK FRQWUDFWXDO DUUDQJHPHQW X @D WW KN DV)BRRKR, X V+ XS/GKIR' 1D RHGP BHY M G Q X H QLU
&(2 0UXQ /HL &KDLUPDQ RIZTR/G\HYRLRP SR QHRF RKREIRFHRU-LQ &DR *HQHUDO @BPQIDWHU HID
DQG %HXGD@ZD DSSUR[LPDWHO\ DQGV HTRLWXDQWK R XK B G M-RAHPHEFHA
OU 'DYLG ;XHOLQJ 7RQ&(®LQU=KDRFRXREIRFHROG 0D &DR *HQHUDOEVR@DIHHSRUWPHQW
DQG Rl %HEW HPXLW\ LQWHUHVWY UHVSHFWLYHO\

)
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$00 DPRXQW LQ WKRVDQGVSHUGBRED VKDAHVY RWKHUZLVH VWDWHG

&HUWDLQ ULVNV DQG FRQFHQWUDWLRQ FRQWLQXHG
D 35& WWIXODWLRQV FRQWLQXHG

7KH 9,(V KROG WKH OLFHQVHY DQG SHUPLWV QHFHVVDU\ WR FRQGXFW LWV LQWHUQHYV
KDG GLUHFW RZQHUVKLS RI WKH 9,(V LW ZRXOG EHHFBMO HKWR H{ ¥ WKL WH H VEWR MU GKRM VGI
DIHFW FKDQJHVY DW WKH PDQDJHPHQW OHYHO VXEMHFWQWR W @\KBISEXOULEFBE WHF R@GW B DB
WKH 9,(V DQG LWV VKDUHKROGHUV SHUIRUPDQ FIHHRW MWKH E B (AR Q RVQJ D, PWEB@WREDBEII K\
KDYH WHUPV UDQJH IURP WR \HDUV ZKLPK XQLHO B WHEN D WWHR PAKDIDWLIORIQ+ X D DKMAXK @K
%HLMLQJ +XDQMX 6KLGDL ZLOO SURYLGH VHUYLFHV LQFOXGLQJ WHFKQRORJ\ VXSSBD\
DQG *XDQJ]JKRX +XDGXR LQ H[FKDQJH IRU VHUYLFH IHHV 7KH DPRXQW RI VHUYLFH IHH
%HLMX@D DQG *XDQJIXRMH¥KREKR RU HDUQLQJY DQG E WKH H[SHQVHV WKDW %HLML
+XDQMX 6KLGDH RPOWHKDU Rl WKH LOFERPPBQQ IIQMIRQR X7 +XDGXR DQG D PXOWLSOH RI
VHUYLFHVY DV GHWHUPLQHG E\ %HLMLQJ +XDQMX 6KLGDL IX&P WQ B H X\DRQ W KREX 7 KIMHGWKHK
6KLGDL DUH GHWHUPLQHG WR EH XS WRGD DRGWKB GBI RRDWVXRPRIGWR HZWKMW KB TWLPLQJ
VROH GLVFUHWLRQ RI %HLMLQJ +XDQNMRGBKLGCGDAHSMLRIIJ HRBDRPEMXU6KLGDL GHWHUPLQHG
UHWDLQHG EGCGBHILQMA QID/QI]KRX +XDBHXKRD XM ERMKLY HO\KDG DFFXPXODWHG ORVVHV V
UHFRUGHG LQ DQ\ LQWHUFRPSDQ\ SD\DEOH DFFRXQWV 1R VHUYLFH IHH ZDV SDLG SUL
&RPSDQ\ DQG WKH RSHUDWLQJ FRPSDQLHY HFRQRPLF SHUIRUPDQFH EHFDRV(VN LMAHEYO
LQFXUUHG ZRXOG EH UHPLWWHG VXEMHFW WR IXUWKHU 35& UHVWULFWLRQV 1RQH R
H[SLUDWLRQ GDWH XQOHVV XQGHU UHPRWH FLUFXPVWDQFHV VXFK DV D PDWHULDO E
DIJUHHPHQWY DQG WKHLU DPHQGPHQW

JXUWKMHH *URXS EHOLHYHV WKDW WKH FRQWUDFWXDO DUUDQJHPHQWY DPRQJ %HLMLC
ODzZz bQG DUH OHJDOO\ HOKR U¥F5H&D EROYH HFRZHYWUP D\ LVVXH IURP WLPH WR WLPH QHZ OD
WKLV LQEE-XINWDWRUN ULVN DOVR HQFRPSDVVHV WKH LQWHUSUHWDWL®®JEOWRHUWPW BI
RSHUDWLRQV LQ WKH 35& ZKLFK FRXOG EH VXEMHFW WR IXVUWIEHO LWAVWR IFFRIGR(FW U
35& JRYHUQPHQW PD\ DOVR UHTXLUH WKWY R&RSD QL RVGRY URHY W IUXH @AXIU HL W K H Q*GI\R XABK D W
ZLWK DSSOLFDEOH ODZV DQG UHIJXODWLRQW EX¥UW KMV FORUGH RISW UFRXIO@J WOH YFRINDH AWK HU 1
RSHUDWLRQV UHVWULFW LWV ULJKW WR FROOHFW UHYHQXHVY EORFN LWV ZHEVLWH
ZKLFK WKH *URXS PD\ QRWILEW DE® HRWRHBRRPBOXODWRU\ RU HQIRUFHPHQW DFWLRQV D!
LPSRVLWLRQ RI DQ\ RI WKHVH SHQDOWLHIN PW \ RCH VRK@&\E ILIARIXE \ PV RV IF BVQ [BCK VEVD GV \RNG Y, I BDX @
LPSRVLWLRQ RI DQ\ RI WKHVH SHQDOWLHYV FDXVHV WKH *URXS WR ORVH WKH ULJKWV
*URXS ZRXOG QR ORQJHU EH DEOH WR FRQVROLGDWH WKH 9,(V 7KH *URXS GRHV QRW
ZRXOG UHVXOW LQ WKH OL WHIGVDWURIX BQ WX 1 KAFRFELD @\Q G WKH 9,(V

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM MKDAHVY RWKHUZLVH VWDWHG
&HUWDLQ ULVNV DQG FRQFHQWUDWLRQ FRQWLQXHG

D 35&HJXODWLRQV FRQWLQXHG

7KH IROORZLQJ FRQVROLGDWHG ILYDPQAL BIOF DYRIUPIDWK R Q RW WK HF /BB LIGN. DRV 2\ \X E
DFFRPSDQ\LQJ FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DV RI DQG IRU WKH \HDUV H

'"HFHPEHU

50% 50%
$VVHWYV

&EXWHWYW DVVHWYV

&DVK DQG FDVK HTXLYDOHQWYV

6KRUW WHUP GHSRVLWYV

$FFRXQWYVY UHFHLYDEOH QHW

$PRXQW GXH IURP D UHODWHG SDUW\
BUHSD\PHQWY DQG RWKHU FXUUHQW DVVHWYV
'"HIHUUHG WD[ DVVHWYV

TRWDOHRXWDVVHWV

1RQ FXQW DVVHWYV

'"HIHUUHG WD[ DVVHWYV
,QYHVWPHQWYV

BURSHUW\ DQG HTXLSPHQW QHW
,QWDQJLEOH DVVHWYV QHW

7TRWDO QRQW DWW HWYV

7TRWDO DVVHWYV

/ILDELOLWLHYV

EXWHODW OLDELOLWLHV

$FFRXQWYVY SD\DEOH

'"HIHUUHG UHYHQXH

$GYDQFHV IURP XVHUV

,QFRPH WD[HV SD\DEOH

$FFUXHG OLDELOLWLHY DQG RWKHU FXUUHQW OLDELOLWLHYV
$PRXQWV GXH WR UHODWHG SDUWLHV

TRWDOHRXWOLDELOLWLHV

1RQ FXQW OLDELOLWLHYV
'HIHUUHG UHYHQXH

7TRWDO OLDELOLWLHV

JRU WKH \HDU HQGHG 'HFHPE

50% 50% 50%

IHW UHYHQXH
1HW ORVV LQFRPH

JRU WKH \HDU HQGHG 'HFHPE

50% 50% 50%
1HW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHYV

1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV
1HW FDVK SURYLGHG XVHG LQ E\ ILQDQFLQJ DFWLYLWLHV
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

LL

&HUWDLQ ULVNV DQG FRQFHQWUDWLRQ FRQWLQXHG

JRHLJQ H[FKDQJH ULVN

7KH UHYHQXHV DQG H[YHOQVEHA KL DMKHH YV URXS 9,(V LQ WKH 35& DUH JHQHUDOO\ GHQRPL
GHQRPLQDWHG LQ Y0RPhQDIQHFFQRDFWLYLWLHY DUH GHQRPLQDWHG LQ 8 6 GROODUV 7t
SHPLWWDQFHV RI IRUHLJQ FXUUHQFLHV LQWR WKH 35& DQG H[FKDQJH RI IRUHLJQ FXU
DXWKRULWLHY DQG FHUWDLQ VXSSRUWLQJ GRFXPHQWDWLRQ 7KH 6WDWM %®RIN) RV &K
FRQWUROV WKH FRQYHUVLRQ RI 50% LQWR RWKHU FXUUHQFLHV

&RQFHQWUDWLRQ RI ULVNV
&RQFHQWUDWLRQ RYRQXOHQH JDPH U

2Q0LQH JDPH UHYHQXHV DFFRXQW IRU DQG RI WRWDO UBQIEQ XHV 7IIRW AWIRK S H
VXFFHVV RI D OLPLWHG QXPEHU RI RQOLQH JDPHV WR JHQHUDWH UHYHQXH 7KH WRS
\HDUV HQGHG 'HFHPEHWG UHVSHFWLYHO\

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH JDPHV WKR®OD RHRXIPWH IRIY PRIXH W KD Q R

)RU WKH \HDU HQGHG
"HFHPEHU

2QOLQH JDPH

LS AR AR

&RQFHQWUDWLRQ RI RIQY®IQXH DGYHUWLVLQJ U

2Q0LQH DGYHUWLVLQJ UHYHQXHV DFFRXQW IRU DQG RI WRWDRG UHY HE&KHW RR
RQ D OLPLWHG QXPEHU RI FXVWRPHUV IRU RQOLQH DGYHUWLVLQJ UHYHQXHV 7KH WR
UHYHQXHV IRU WKH \HDUV HQGBQ@GHFHPEHWSHFWLYHO\

7KH IROORZLQJ WDEOH VXPPDUL]HNRQIOH G WDFEHGW VILH/ RQ WHKHYHUIRXKEY [ URP FXVWRPHU
UHYHQXHYV

JRU WKH \HDU HQGHG
'"HFHPEHU

&XVWRPHU

%
%
%
%
%
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

F

&HUWDLQ ULVNV DQG FRQFHQWUDWLRQ FRQWLQXHG
&RQFHQWUDWLRQ RI ULVNV FRQWLQXHG

LLIERQFHQWUDWLRAFRILFPERXQWY U

7KH *URXS FROOHFWV DFBRXJHWWY QXH HURB BFERRFO ORHFWLRQ DJHQFLHY DQG DFFRXQWYV U}
7KH *URXS GHSHQGV RQ SD\PHQWYV IURP D OLPLWHG QXPEHU RI WKH FROOHFWLRQ DJF
DQG RI WKH WRWDO DFFRXQWYV UHFHLDYQGEOH DVHVMSHFWEREHO\

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH SHUFHQWDJH RI DFFRXQWY UHFHLYDEOH IUR

"HFHPEHU
&ROOHFWLRQ DIJIHQFLHVY DQG FXVWRPHUV
%
%
%
%
%
/IHVV WKDQ
G &BIGLW ULVN
$V Rl ' HFHPEHWDQG VXEVWDQWLDOPBD\DKOD @RI WIKHK*HRXISYDOHQWY DQG VKRUW WHL

LOQWHUQDWLRQDO ILQDQFLDO LQVWLWXWLRQ ODQDJHPHQW FKRRVHV WK H\QHS L\V@ K M/LLIW b
FDVK UHVHUYHV DQG PDQDJHPHQW SHULRGLFDOO\ UHYLHZV WKHVH LQVWLWXWLRQYV

DGGLWLRQDO LQVWLWXWLRQV WKDW WKH *URXS XVHV IRU LWV FDVK DQG EDQN GHSR)
LQVXUHG VLQFH LW LV QRW D PDUNHW SUDFW LR LQ/ WKIH XI5&H G HY KW OH PRIR/FVHX G GBIO
FDVK GHSRVLWVY VKRXOG PDLQWDLQ D FHUWDLQ SHUFHQWDJH RI WRWDO FXVWRPHU G
LOQWHUHVWYV LQ GH5SRED@NNG PROQMXEMHFW WR D VHULHV RI ULVN FRQWURO UHJXODWR
RYHU WKH RSHUDWLRQ DQG PDQDJHPHQW RI DQ\ 35& EDQN WKDW IDFHV D PDWHULDO

ILQDQFLDO LQVWLWXWLRQV DUH HLWKHU 35& EDRUNGRW U@WH QQD WULRP RQ HE RYNKRW KT
KDV QRW H[SHULHQFHG DQ\ ORVVHV RQ LWV GHSRVLWV Rl FDVK DQG FDVK HOQGY D O I9¢
EHOLHYHV LWV FUHGLW ULVN WR EH PLQLPDO

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

%XVLQHVV FRPELQDWLRQ

2Q 0ODUFK WKH *URXS DFTXLUHG D PDMRULW\ RZKLKK DVMVHWWKRH BDROVLQWWY RH R
IRU FDVK FRQVLGHUDWIMDR BHBRE®W Rl WKH DFTXLVLWLRQ WKH *URXS REWDLQHG WKF
<< &0LHQW 7KH DFTXLVLWLRQ ZDV UHFRUGHG XVLQJ WKH DFTXLVLWLRQ PHWKRG RI D
IROORZV

50%

3URSHUW\ DQG HTXLSPHQW
,QWDQJLEOH DVVHWV
7THFKQRORJ\
6RIWZDUH
*RRGZLOO

7TRWDO

7KH EXVLQHVV FRPELQDWLRQ ZDV FRPSOHWHG RQ 0DUFK DQG WKHUH ZDV QR IX
SULFH RYHU WDQJLEOH DVVHWV DQG LGHQWLILDEOH LQWDQJLEOH DVVHWY DFTXLUHG
GHGXFWLEOH IRU WD[ SXUSRVHV $FTXLVLWLRQ UHODWHG FRVWV ZHUH LPPDWHULDO
'"HFHPEHU

3UR IRUPD UHVXOWY RI RSHUDWLRQVY UHODWHG WR WKH DFTXLVLWLRQGERQVROLRGWVEHGE
RSHUDWLRQV DQG FRPSUHKHQVLYH ORVV LQFRPHORYJ WKH \HDUV HQGHG '"HFHPEHU

6LQFH WKH DFTXLUHG EXVLQHVV KDV ENHEX IXUHRW EWWUQ BWH 6 | MGHWWRWKKHD&ER R 5D IQW L
VWDQGDORQH UHYHQXH DQG HDUQLQJV DIWHU WKH DFTXLVLWLRQ

&DVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWY UHSUHVHQW FDVK RQ KDQG GHPDQG GHSRVLWYV SODFl!
WKUHH PRQWKYVY RU OHVV &DVK DQG FDVK HTRIQXD OHGWY FHDWO DY FROQVLRW HRAHRPEHURO

"HFHPEHU "HFHPEHU
50% 50%
$PRXQW HTXLYDOHQIPRXQW HTXLYDOHQW
50%
86
7TRWDO

6KRUW WHUP GHSRVLWYV

BKRUW WHUP GHSRVLWVY UHSUHVHQW GHSRVLWY SODFHG ZLWK EDQNV ZL&KKR BW LWIHYPC
DOO GHQRPLQDWHG LQ 50%

$FFRXQWNLYDEOH QHW

"HFHPEHU

50% 50%

$FFRXQWY UHFHLYDEOH JURVYV
/IHVV DOORZDQFH IRU GRXEWIXO UHFHLYDEOHYV

$FFRXQWYV UHFHLYDEOH QHW
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

$FFRXGWNLYDEOH QHW FRQWLQXHG
7KH IROORZLQJ WDEOH SUHVHQWVY PRYHPHQW Rl WKH DOORZDQFH IRU GRXEWIXO UHFI

JRUWKH WHDP®HG 'HFHPEHU

50% 50% 50%
%DODQFH DW WKH EHJLQQLQJ Rl WKH \HDU

$GGLWLRAE® MKODIHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV
: ULWHGRULQJ WKH \HDU

%DODQFH DW WKH HQG RI WKH \HDU

,QYHVWPHQWYV

"HFHPEHU
50% 50%
(TXLW\ LQYHVWPHQWY 1RWH L
&RVW LQYHVWPHQWY I1RWH LL LLL
7RWDO _
L 2Q -XO\ WKH *URXS GLVSRVHG RI LQYYSHDYLWR (DQ WHHRIDIAMKAGLH RAKIDEIRPISIDRD Q LV
FKDLUPDQ RI WKH UM DIMHIG YARPGD (RU FDVK FRQVLGHUDWLRQ RI 50% 7KH QHW ER
LL 2Q YHEUXDU\ WKH *URXS GLVSRVHG RI D FRVW LQYHVWPHQW WR WKH &KDLUPDQ
50 %
LLLSV Rl '"HFHPEHURQH Rl WKH OYRX®PHQWY UHSUHVHQWY DQ HTXLVSV LSDUMURY W KRH VKD
DJUHHPHQW WKH *URXS LV HQWLWOHG WR UHFHLYH DQ DPRXQW HTXDO WR RI LWV

VKDUHKROGHUV $V D UHVXOW WKH LQYHVWPHQW ZDV QRW DQ LQYHVWPHQW LQ FRPF
PHWKRG RI DFFRXQWLQJ ,W ZDV DFFRXQWHG IRU WKH LQYHVWPHQW XQGHU WKH FRV\
FRPSDQ\ RQ 6HSWHPEHU DQG WKH OLTXLGDWLRQ SURFHGXUHV KDG EHHQ VXEV
UHFHLYH DQ DPRXQW HTXDO WR RI LWV RULJLQDO LQYHVWPHQW RI 50% 7KH Ql
VLIJQLILFDQW ILQDQFLDO LPSDFW LV H[SHFWHG

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG
BRSHUW\ DQG HTXLSPHQW QHW
B3URSHUW\ DQG HTXLSPHQW FRQVLVWVY RI WKH IROORZLQJ

"HFHPEHU

50% 50%

*URVV FDUU\LQJ DPRXQW

6HUYHUV FRPSXWHUYV DQG HTXLSPHQW
/IHDVHKROG LPSURYHPHQW

JXUQLWXUH IIL[AMHX H AXD Q B HRIW

ORWRU YHKLFOHYV

&RQVWUXFWLRQ LQ SURJUHVYV

7TRWDO
/IHVV DFFXPXODWHG GHSUHFLDWLRQ

3URSHUW\ DQG HTXLSPHQW QHW

'"HSUHFLDWLRQ H[SHQVH IRU WKH \HDWWQ 8QGHBHUIHHREH U 50% DQG 50% UH

,QWDQJLEOH DVVHWV QHW
7KH IROORZLQJ WDEOH WXP®W D RJH\E K 1D VURWY

"HFHPEHU

50% 50%

*URVV FDUU\LQJ DPRXQW
6RIWZDUH

THFKQRORJ\

'RPDLQ QDPH

7RWDO RI JURVV FDUU\LQJ DPRXQW

/IHVV DFFXPXODWHG DPRUWL]DWLRQ
6RIWZDUH

7THFKQRORJ\

'RPDLQ QDPH

7RWDO RI DFFXPXODWHG DPRUWL]DWLRQ

/IHVV LPSDLUPHQW
6RIWZDUH

,QWDQJLEOH DVVHWV QHW

$PRUWL]DWLRQ H[SHQVH IRU WKH \HDWDWEQGHBH'UIHF HPEHU D50G650 % UHVSHFWLYH
)
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$00 DPRXQW LQ WKRVDQGVSHUGBREM MKDAHVY RWKHUZLVH VWDWHG
,QWDQJLEOH DVVHWV QHW FRQWLQXHG
7KH HVWLPDWHG DPRUWL]DWLRQ H[SHQVHV IRU HDFK Rl WKH IROORZLQJ ILYH \HDUV D

'RPDLQ QDPH 7HFKQRORJ\ 6RIWHDU
50% 50% 50%

7KH ZHLJKWHG DYHUDJH DPRUWL]DWLRQ SHULRGWD®G LQWDQHLEWD EHO/RHWY DV RI '"HFF

'"HFHPEHU
'RPDLQ QDPH \HDUV \HDUV
THFKQRORJ\ \HDUV

6RIWZDUH \HDUV \HDUYV
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM MKDAHVY RWKHUZLVH VWDWHG

*RRGZLOO
'XRZDQ %9, DFTXLUHG H T DLW L QWHUNMNXRW LK) 1HRYQG D PDMRULW\ RI WKH DVVHWYV
*RRGZLOO RI 50% UHSUHVHQWYVY WKH H[FHVV RI WKH SXUFKDVH SULFH RYHU WKH H'

DFTXLUHG *RRGZLOO LV QRW GHGXFWLEOH IRU WD[ SXUSRVHV 7KH *UR%® VHGE IRQ PVK
WHVWV SHUIRUPHG QR LPSDLUPHQW RI JRRGZLOO ZDV UHFRUGHG IRU DOO SHULRGYV ¢

'"HIHHGHY HQ X H

'"HEHPEHU
50% 50%
"HIHHGHY HQ X HH (A U U
2QO0LQH JDPH
OHPEHUVKLS VXEVFULSWLRQ
<< PXVLF
*RYHUQPHQW JUDQW
2WKHUV
7JRWDO FXUUHQW GHIHUUHG UHYHQXH
'"HIHHGHY HQXH QRQNFXUU
OHPEHUVKLS VXEVFULSWLRQ
*RYHUQPHQW JUDQW
7RWDO QRQ FXUUHQW GHIHUUHG UHYHQXH
$FFUXHG OLDELOLWHEW MDQ6 FRWKWW HWXK U U
'"HFHPEHU
50% 50%

$FFUXHG VDODULHY DQG ZHOIDUH
$FFUXHG UHYHQXH VKDULQJ IHHV
$FFUXHG EDQGZLGWK FRVWYV

9DOXH DGGHG WD[HV SD\DEOH

%XVLQHVYVY DQG RWKHU WD[HV SD\DEOH
$FFUXHG OLVWLQJ H[SHQVHYV

$FFUXHG WHFKQRORJ\ VHUYLFH IHH
'"HSRVLWV IURP DGYHUWLVLQJ FXVWRPHUV
2WKHUV

7TRWDO
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM MKDAHVY RWKHUZLVH VWDWHG

&RVWHRHQXH

JRU WKH \HDU HOQGHG '"HFHPEHU

50% 50% 50%
%DQGZLGWK FRVWYV
S5HYHQXH VKDULQJ IHHV
6DODU\ DQG ZHOIDUH
%XVLQHVV WDIHVQG VXUFKDU
'"HSUHFLDWLRQ DQG DPRUWL]DWLRQ
3D\PHQW KDQGOLQJ FRVWYV
6KDUHG EDVHG FRPSHQVDWLRQ
2WKHU FRVWYV
7RWDO
*RYHUQPHQW JUDQWV
,Q WKH *URXS HDUQHG DQG UHFHLYHG FDVK VXEVLGLHV RI 50% IURP WKH 35&

,QFRPH WD]

L &D\PDQ ,VODQGV &D\PDQ

8QGHU WKH FXUUHQW WD[ ODZV RI &D\PDQ ,VODQGVY WKH &RPSDQ\ DQG LWV VXEVLGL/
GLYLGHQGV E\ WKH &RPSDQ\ WR LWV VKDUHKROGHUV QR &D\PDQ ,VODQGV ZLWKKROG
LL %ULM/IQVWODQGVY %9,

'XRZDQ %9, LV H[HPSW IURP LQFRPH WD[ RQ LWV IRUHLJQ GHULYHG LQFRPH LQ WKH %

LLL +RQJ .RQJ SURILWYV WD][

(QWLWLHYVY LQFRUSRUDWHG LQ +RQJ .RQJ DUH VXEMHFW WR +RQJ .RQJ SURILWYV WDJ[ D'

'"HFHPEHU DQG 1R +RQJ .RQJ SURILWY WD[ KBWEEWIQGEDRYHE H® PN QK H VYR X
.RQJ
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$00 DPRXQW LQ WKRVDQGVSHUGBRED VKDAHVY RWKHUZLVH VWDWHG

,QFRPH WD[ FRQWLQXHG

LY 35& (QWHUSDLVH,7QFRPH 7

&XUUHQW WD[DWLRQ SULPDULO\ UHSUHVHQWHG WKH SURYLVLRQ IRU (,7 IRU VXEVLGLI
HVWDEOLVKHG LQ WKH 35& ZHUH JHQHUDOO\ VXEMHFRWRWD WWHWR U\ DUPA 8 R FRODQF PQS
ODUFK WKH 35& IWWRRQUDBOVIHRIRMHXOIDWHG WERH/DEZ WKWHWUBDB L(VH /0 R AAHKHAW K
-DQXDU\ 7KN ¥ RESD@LDULHV DQG 9,(V DUH VXEMHFW WR (,7 RQ WKHLU WD[DEOH
VWDWHPHQWY DGMXVWHG LQ DFFRUGDQFH ZLWK WKH UHOHYDQW WD[ ODZV DQG UHJX
DUH VXEMHFW WR (,7 DW *XDQWKRX +XDEXR KDV EHHQ TXMHFKQRGRIVY 0QWHUIUK DIQVG 1 HiZ
/IDZ TKHUHIRUH LW LV HQWLWOHG WR D WRBHIHUMQ@QG/EZDO ONPR QWMWHXRIWR HXRNWR\ WKH S
FROWLQXHV WR EH TXDOLILHG DV +17( GXULQJ VXFK SHULRG

$FFRUGLQJ WR D SROLF\ SURPXXUBDX & EW MHK K/56XHD QUBR F | RQzDUGY HQWHUSULVHV
DFWLYLWLHY DUH HQWLWOHG WR FODLP RI WKH UHVHDUFK DQG GHYHORSPHQW HJ¢
DVVHVVDEOH SURILWVYV IRU WKDW \HDU 6XSHU '"HGXFWLRQ *XDQJ]KRX +XDGXR KDG |
SHULRGV UHSRUWHG =KXKDL 'XRZDQ VWDUWHG WR FODLP 6 XSHIUKHG XMWWVROQ U\QHIEY WH
UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHYV

,Q DGGLWLRQ DFFRUGLQJ WR WKH 1HZ (,7 /DZ DQG LWV LPSOHPHQWDWLRQ UXOHV IR
GLYLGHQGY LQWHUHVW UHQWV UR\DOWLHY DQG RWKHU LQFRPH LQFOXGLQJ FDSLW
D IXUWKHU UHGXFHG :+7 UDWH PD\ EH DYDLODEOH DFFRUGLQJ WR WKH DSSOLFDEC
GLYLGHQGY WR EH GLVWULEXWHG IURP %HLMLQJ +XDQMX 6KLGDL DQG *XDQJ]KRX +XD
VXEVLGLDULHY DQG *XDQJ]KRX +XDQMX 6KLGDL GHULYHG DIWHU -DQXDU\

8S WR 'HFHPEHU WKH *URXS GRHV QRW KDYH DQ\ SUHVHQW SODQ WR SD\ RXW \
7KH *URXS FXUUHQWO\ LQWHQGY WR UHWDLQ WKH DYDLODEOH IXQGV D QR D/X\F KX WX Uk
DFFUXHG

7KH FXUUHQW DQG GHIHUUHG SRUWLRQV RI LQFRPH WD[ H[SHQVH LQFOXGHG LQ WKH I

JRUWVKH WHP®WHG '"HFHPEHU

50% 50% 50%

&XUUHQW LQFRPH WD[ H[SHQVHYV
'"HIHUUHG LQFRPH WD[ EHQHILWYV

,QFRPH WD[ H[SHQVH IRU WKH \HDU
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$00 DPRXQW LQ WKRXVDQ G VS HLGBKEDR \KKDAHVV RWKHUZLVH VWDWHG
,QFRPH WD[ FRQWLQXHG
LY 35& (QWHUSDLVH,7QFFERWLQXHG
7KH UHFRQFLOLDWLRQ Rl WRWDO WD[ H[SHQVH FRPSXWHG E\ DSSO\LQJ WKH UHVSHFW

)RU WKH \HDU HQGHG
'"HFHPEHU

35& VWDWXWRU\ LQFRPH WD[ UDWH

(IHFW RI SUHIHUHQWLDO WD[ UDWH

(IHFW RI WD[ HI[HPSW HQWLWLHYV

3HUPDQHQUWA GRH V

&KDQJH LQ YDOXDWLRQ DOORZDQFH

(HIHFW RI 6XSHU '"HGXFWLRQ DYDLODEOH WR WKH *URXS
$GMXVWPHQWY RI GHIHUUHG WD[ IRU FKDQJHV LQ WD[ UDWHV

(IHFWLYH LQFRPH WD[ UDWH

SHUPDQHQUW @GRHY PDLQO\ DULVH IURP H[SHQVHV QRW GHGXFWLEOH IRU WD[ SXUSRVH)
LQFXUUHG E\ VXEVLGLDULHYV DQG 9,(V

'"HIHUUHG WD[HV ZHUH PHDVXUHG XVLQJ WKH HQDFWHG WD[ UDWHYV |IRMFWKHRS NUH HARBERIA
WKDW JLYH ULVH WR WKH GHIHUUHG WDDRGVHW EDH DY FRYO ORZR1 '"HFHPEHU

"HFHPEHU

50% 50%
'"HIHHG WD[ DVV¥IRWY FXUU

'"HIHUUHG UHYHQXH

$OORZDQFH IRU GRXEWIXO DFFRXQWY UHFHLYDEOH DFFUXHG H[SHQVH DQG RV
IRU WD[ SXUSRVHV

ODOXDWLRQ DOORZDQFH

7RWDO FXUUHQW GHIHUUHG WD[ DVVHWYVY QHW

'"HIHHG WD[ DVVHWE@WQRQ FXUU

7D[ ORVV FDUULHG IRUZDUG

'"HIHUUHG UHYHQXH

,PSDLUPHQW RI DQ HTXLW\ LQYHVWPHQW
,PSDLUPHQW RI D FRVW LQYHVWPHQW
9DOXDWLRQ DOORZDQFH

7ZRWDO QRQ FXUUHQW GHIHUUHG WD[ DVVHWYV QHW

)




7CEGIR & ROMON

127(6 2 7+( &2162/,®(" ),1$1&,%$/ &7(0(176
$00 DPRXQW LQ WKRVDQG VS HUGBREDM MKDAHVY RWKHUZLVH VWDWHG

,QFRPH WD[ FRQWLQXHG
LY 35& (QWHUSDLEVH,7QFFFRRIDWLQXHG

7KH *URXS RSHUDWHY WKURXJK PXOWLSOH VXEVLGLDULHYVY DQG 9,(V DQG WKH YDOXDW
$V Rl '"HFHPEHU WKH *URXS SURYLGHG YDOXDWLRQ DOORZDQFH IRU WKH JURXS
GHULYHG WD[DEOH SURILW KR DURXE WHHVVHNVNREOAG VWWIOHW HDUQLQJ KLVWRU\N DQG WKH S
FRQFOXGHG WKDW GHIHUUHG LQFRPH WD[ RI =KXKDL 'XRZDQ ZRXOG EH UHDOL]JHG LQ
LQ ORVV SRVLWLRQV LQ WKH *URXS SURYLGHG IXOO YDOXDWLRQ DOO®ORIZOQDKRD FX
XWLOL]J]HG DOO RI WKH WD[ ORVVHV FDUULHG IRUZDUG DQG KDG UHSRUWHG WD[DEOH
LQFRPH RI *XDQJ]KRX +XDGXR FRQFOXGHG WKDW GHIHUUHG LQFRPH WD[ RI *XDQJ]KR
YDOXDWLRQ DOORZDQFH7XKHVR0WKRHYUL GRB8IDNVLHY RWKHU WKDQ *XDQJ]JKRX +XDGXR DRG
IXOO YDOXDWLRQ DOORZDQFH ZDV SURYLGHG $V RI '"HFHPEHU FRPSDQLHV RWK
DQG IXOO YDOXDWLRQ DOORZDQFH ZDV SURYLGHG ,I| HYHQWYV RFFXU LQ WKH IXWXUH
UHFRUGHG DPRXQWYV DQ DGMXVWPHQW WR WKH YDOXDWLRQ DOORZDQFHYV ZLOO UHVX

$V Rl '"HFHPEHU WKH *URXS KDG WD[ ORVV FDUU\ IRUZDUGYV RI DSSHR[LROWUID \V
LQFRPH 7KH QHW RSHUDWLQJ WD[ ORVV FDUU\ IRUZDUGY ZLOO EHJLQ WR H[SLUH DV I

$PRXQW
50%

TRWDO -

,Q DFFRUGDQFH[ZLMPL GE¥WUDWLRQ /DZ RQ WK B [HW \ MKIHDIBG SRDP MKAMKIRRIL W LAV JHQF
EDFN XQGHUSDLG WD[ SOXV SHQDOWLHY DQG LQWHUHVW IRU 35& HQWLWLHYV WIH UHOL
OLPLWDWLRQ RQ WKH WD[ \HDUV RSWQHIRBB&L B ® W\ WILHYW MRYJ \$IDRRUGIRPIO\  WR UH
DXWKRULWLHV 7KHUH ZHUH QR RQJRLQJ H[DPLQDWLRQV E\ WD[ DXWKRULWLHV DV RI

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM MKDAHVY RWKHUZLVH VWDWHG

&RPPRQ NXDU
&RPPRQ 6KDUHV

,Q -DQXDU\XRZDQ %9, HQWHUHG LQWR D FRPPRQ VKDUH DQG ZDUUDQW SXUFKDVH DJU
LVVXDQFH DQG VDOH RI FRPPRQ VKDUHV DW DQ DJJUHJDWH FRQVLGHUDWLRQ
FRPPRQ VKDUHV IRU DQ DJJUHJDWH SXUFKDVH SULFH RI 86 BHULHV ' &RPPRQ 6K
86 RI ZKLFK 86 SHU VKDUH UHODWHV WR WKH IDLU YDOXH RI WKH ZDWKHD QW
LQVWLWXWLRQDO LQYHVWRU H[HUFLVHG WKH ZDUUDQW WR DFTXLUH FRPPRQ \

2Q 2ZFWREHU VHYHUDO H[HFXWLYHV RI WKH FRPSDQ\ FRQYHUWHG LQ DJJUHJDW

8SRQ WKH FRPSOHWLRQ3R | RDKHRERIPEBIQ\ 1RWH VKDUWK H & B R SDEYERBHER QOWKD &8
% FRPPRQ VKDUHV SDU YDOXH RI 86FRPPRQ+ROGHNW RQ G E&MDWYV % FRPPRQ VKDUHV KI
DQG FRQYHUVLRQ ULJSWRPPRQGHWIDWRY &AUMMQWLWOHG WR RQH YRWH SHU VKDUH LQ
VKDUHY DUH HQWLWOHG WR WHQ YRWHVY SHU VKDUH (P FRROPDY W KD BRPFPWR @ §K DAL H \
&0ODVV % VKDUHKROGH $VFRKMRIG RIKZKH®HD &B VW FRQYHUWLEOH LQWR &0ODVV % FRP
GLYLGLQJ$RD @® BOWDVV % FRPPRQV VKDUHV KDV EHHQ W R VSIRDE @ IVYWHDX FWHN O H ALV HVG KLH
VWDWHPHQWYV

$V RI '"HFHPEHUWKHUH ZHWYH-REPRXOVBNDUHY DQG &0ODVV % FRPPRQ ¥ KIRWPHRG
VKDUHYV DQG &ODVV % FRPPRQ VKDUHVY KDG EHHQ LVVXHG DQG RXWVWDQGLQJ
$V RI '"HFHPEHU WKHUH ZHYHRPPRQV VKOQBHWVD QG &ODVV % FRPPRQ V

&ODVRPPRQ VKDUHV DQG &ODVV % FRPPRQ VKDUHY KDG EHHQ LVVXHC
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

&RQYHUWGHB R Dl 0HU VKD U

'XULQJ WKHI)LDQVMWMWHRQ 'XRZDQ /LPLWHG LVVXHG 6HULHW$HAIRQUYH G WIKDQH & U
WKLUG SDUW\ LQYHVWRU 6HULHV $ ,QYHVWRU LQ H[FKDQJH IRU DQ DJJUHJDWH SXU
5HRDQL]DWLRQ LQ -XQH 'XRZDQ %9, LVVXHG DQ DGGLWLRQDO 6HULHV $ FR
SXUFKDVH SULFH RI 50% 7KH UHODWHG LVVXDQFH FRVWYV ZHUH 50%

,Q $XIXVW 'XRZDQ %9, LVVXHG 6HULHYVY % FRQYHUWLEOH UHGHHPDEOH SU|
FRQVLGHUDWLRQ RI 50% DQG LVVXDQFH FRVWYV RI 50%

,Q 1IRYHPEHU 'XRZDQ %9, LVVXHG 6HULHVY & FRQYHUWLEOH UHGHHPDEOH

& FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG VKDUHV 6HULHV & 3UHIHUUHG 6KDUHYV
IRU DJJUHJDWH FDVK FRQVLGHUDWLRQV RI %0% LHYV QU 50U UHGUGHHKRBIHHFW LYMODQFH F

6HULBVYKMIHUUHG 6KDUHYVY 6HULHV % 3UHIHUUHG 6KDUHYVY DQG 6HULHV & 3UHIHUUHG 6K

$vV RI '"HFHPEHUWKH &RPSDQ\ KDV GHWHUPLQHG WKDW WKH 3UHIHUUHG 6KDUHV VKRXC
FRQWLQJHQWO\ UHGHHPDEOH E\ WKH KROGHUV LQ WKH HYHQW WKDW D TXDOLILHG ,3:
UHGHPSWLRQ GDWH

7KH &RPSDQ\ GHWHUPLQHG WKDW WKHUH ZHUH QR HPEHGGHG GHULYDWLYHV UHTXLUL
UHGHPSWLRQ IHDWXUHYV HPEHGGHG GHULYDWLYH LQVWUXPHQW DUH QRW FOHDUO\ DQ
VKDUHVY DUH QRW UHDGLO\ FRQYHUWLEOH LQWR FDVK DV WKHUH LV QR D PDUNHW PHF

$vV RI '"HFHPEHUWKH 3UHIHUUHG 6KDUHVY FRPSULVHG RI WKH IROORZLQJ

SRFHHBWF IU

6 K HY ,VVXH ,VVXDQFH 1HW
,VVXHG DQG B3ULFH 3HURI ,VVXDQFH &DUU\LQJ
6HULHV ,VVXDQFH 'DWH 2XWVWDQGLQBKMU 86 &RVWYV 86 $PRXQW 50%
$ '"HFHPEHU
$ -XQH
% $XIXVW
& 1RYHPEHU

& 1RYHPEHU
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

&RQYHUWGHBOHADEIOHE VKW UFRQWLQXHG
$00 B3UHIHUUHG 6KDUHV SDU YDOXH LV 86 7KH ULJKWV SUHIHUHQFHYVY DQG SUL

&RQYHUVLRQ

(DFK 3UHIHUUHG 6KDUH ZDV FRQYHUWLEOH DW WKH RSWLRQ RI WKH KROGHUV DW DC(
FRPPRQ VKDUHVY DFFRUGLQJ WR D FRQYHUVLRQ SULFH (DFK VKDUH RI 6HULHV $ 6HUL
ZDV VXEMHFW WR DGMXVWPHQWY IRU FHUWDLQ HYHQWY LQFOXGLQJ EXW QRW OLPLW
FRPELQDWLRQV RU FRQVROLGDWLRQ RI FRPPRQ VKDUHV 7KH FRQYHUVLRQ SULFH LV
VKDUHY DW D SULFH SHU VKDUH WKDW LV OHVV WKDQ VXFK FRQYHUVLRQ SULFH ,Q V>

(DFK 3UHIHUUHG 6KDUH ZDV DXWRPDWLFDOO\ FREWHUNW ABQLYHW R LFRRP BRIQ FHKDIUWMK D MV
FORVLQJ RI D 4XDOLILHG ,32 RU LL DW WKH HOHFWLRQ RI WKH PDMRULW\ 6HULHV $
VHSDUDWH FODVV

$V Rl '"HFHPEHU WKH 4XDOLILHG ,32 LV GHHWHG RV PRARPQFRIRE UWW HRQ W IS BRARLF
KDV EHHQ UHJLVWHUHG XQGHU WKH 6HFXULWLHV $FW DQG RQ D RIHNF BRIQRAN G [¥HKBXYUHV
SXEOIHURQJ RI FRPPRQ VKDUHV LQ D MXULVGLFWLRQ DQG RQ D UHFRJQL]JHG VHFXULW
+RQJ .RQJ 6WRFN ([FKDQJH SURYLGHG WKDW D WKH PDUNHW FDSLWDOHUJDQLR® RO OV
WKDQ 86 DQG VMBK@IXBQGFWKH DJJUHIJDWH SURFHHGY EHIRUH GHGXFWLRQ RI X
E\ PDMRULW\ RI WKH ERDUG RLGPDWEWR UFR QMMHIOX RLQUKWKADDIRULW\ RI WKH 6HULHV ¢
E VXFK SXEQDRE RQG WKH DJJUHJDWH SURFHHGV EHIRUH GHGXFWLRQ RI XQGHUZULW
ERDUG RI GLUHFWRIWLY PDQFOXGERQ WHIKQHWDR | HDFK RI WKH 3UHIHUUHG 6K D UHVUIGLU H¥ \P
HTXLYDOHQW SULFH DQHULIQHOSWRARAXIGWDDE G W RHUH L VHWH DXIO B WRWH TIXSHSMR YADRO WK 6
JLODQFLQJ LQ -DMX¥DWXDOLILHG ,32 LV GHILQHG DHURQLWRA FRP P RWPHDW IB\X RO WFKRIl & R
KDV EHHQ UHJLVWHUHG XQGHU WKH 6HFXULWLHV $FW DQG RQ D<RIH¥F RWRANQ[FKBRUHV
SXEOIHURQJ RI FRPPRQ VKDUHV LQ D MXULVGLFWLRQ DQG RQ D UHFRJQL]JHG VHFXULW
+RQJ .RQJ 6WRFN ([FKDQJH SURYLGHG WKDW D WKH PDUNHW FDSLWDOHUYDQLR® RO OV
WKDQ 86 DQG VKFKQSXEQEFPVKIH DJJUHIJDWH SURFHHGY EHIRUH GHGXFWLRQ RI :
E\ PDMRULW\ RI WKH %RDUG RIILUWRBHWMWRU ¥R DY FHQXG RO W WK HP D MR W URL HA/KHK HLHBUHLBHAFR
'LUHFWRU DQG WKH 6HULHV ' GIHUHFON RIQ GRWK IE DUXBK JDVEWM ISURFHHGY EHIRUH GHGXF
H[SHQVHV LV DSSURYHG E\ PDMRULW\ Rl WK BWRDVIE RR QNHORW R U W D E GUARIHX\GH € LIGH Wifkid-
BHULHV & 'LUHFWRU DQG WHKIS SBUEBEOHLUBDIG@ BWRYLGHGLIXUMWKRD GHKDW DX FHKTSXEDC
HTXLYDIGWQQWIRSURFHHGY DQG WKHUH LVHWHIDXNODWRU\ DSSURYDO IRU VXFK RI

2Q 6HSWHPEHU WKH ERDUG RI GLUHFWRUV RI WKH &RPSDQ\ UHVROYHG WR DSS
RIHULQJ RI LWV VKDUHV LQ WKH 8QLWHG 6WDWHV RI $PHULFD DV D 4XDOLILHG ,32
8SRQ WKH FRPSOHWLRQ RI WKH ,32 RQ 1RYHPEHU HDFK BUHIHUUHG 6KDUH ZDV

&0ODVV % FRPPRQ VKDUHV ZHUH LVVXHG DQG WKH EDODQFH RI 3UHIHUUHG 6K
FDSLWDO RQ WKDW GDWH
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

&RQYHUWGHBOHADEIOHE VKW UFRQWLQXHG

SHGHPSWLRQ 5LJKW

$V RI '"HFHPEHU DwWw DQ\ WLPH DIWHU WKH GDWH WKDW LV WKH HDUOLHU RI' L W
IROORZLQJ WKH 6HULHV & RULJLQDO LVVXH GDWH DQG 6HULHV & RULJLQDO LVVXH
DOO RU DQ\ OHVVHU SRUWLRQ RI LWV WKHQ RXWVWDQGLQJ 3UHIHUUHG 6K INUHR/U SR'BIDI
VWUXFWXUH DV D ZKROH LQFOXGLQJ ZLWKRXW OLPLWDWLRQ WKH 9,( GRFXPHQWRR XY
RWKHWIRDO JRYHUQPHQWDO ERG\ DV D UHVXOW RI WKH @ §&8QIIQOFCAWLLR® FZIL RIK MOWAHESW
JLODQFLQJ LQ -DMX¥DWHIDXOW 5HGHPSWLRQ (YHQW ZDV UHPRYHG DQG WKH UHGHPSWLF

7KH UHGHPSWLRQ GDWH DERYH LV VXEMHFW WR SRVWSRQHPHQW XQWLO WKH &RPSDQ
HTXLYDOHQWYV RQ WKH EDODQFH VKHHW RU WKH &RPSDQ\ KDV JHQHUDWHG RYHU 86

7KH UHGHPSWLRQ SULFH RI 6HULHV $ BUHIHUUHG 6KDUHV LV HTXDO WR L WKH IDLU F
LL Rl WKH RULJLQDO LVVXH SULFH Rl 6HULHV $ BUHIHUUHG 6KDUHV SOXV DOO Gt
DPRXQW WKDW ZRXOG JLYH WKH KROGHUV RI WKH 6HULHV $ 3UHIHUUHG 6KDUHYV DQ L(C

7KH UHGHPSWLRQ SULFH RI 6HULHV % 3UHIHUUHG 6KDUHV LV HTXDO WR L WKH IDLU
LL RULJLQDO LVVXH SULFH RI 6HULHV % 3UHIHUUHG 6KDUHVY SOXV DOO GHFODUH
DPRXQW WKDW ZRXOG JLYH WKH KROGHUV RI WKH 3UHIHUUHG 6KDUHY DQ LQWHUQDO

7KH UHGHPSWLRQ SULFH Rl 6HULHV & 3UHIHUUHG 6KDUHV LV HTXDO WR L WKH IDLU F
LL RULJLQDO LVVXH SULFH RI 6HULHV & RU & 3UHIHUUHG 6KDUHV SOXV DOO G
DQ DPRXQW WKDW ZRXOG JLYH WKH KROGHUV Rl WKH 6HULHVY & RU & 3UHIHUUHG 6K

ORGLILFDWLRQ

8SRQ LWV LVVXDQFH 6HULHV $ 3UHIHUUHG 6KDUHV ZHUH FODVVLILHG DV SHUPDQHQW
BUHIHUUHG 6KDUHV LQ $XJXVW 6HULHV $ B3UHIHUUHG 6KDUHV ZHUH JUDQWHG UHG
UHFODVVLILHG DV PH]]IDQLQRAKHHTXRWS RQ WHRDQ&RRSBIG\WKDW WKH DGGLWLRQ RI WKH U
WKH WHUPV RI WKH 6HULHV $ 3UHIHUUHG 6KDUHV 7KH LQFUHPHQWDO YDOXH UHFHLY!
D ZHDOWK WUDQVIHU EHWZHHQ WKH SUHIHUUHG VHKEBGHKR OGHKUW DRGDW KD E & PLRR £ D\6K

8SRQ LWV LVVXDQFH 6HULHV % 3UHIHUUHG 6KDUHV KDG D UHGHPSWLRQ ULJKW EHJLC
3UHIHUUHG 6KDUHV ,Q DVVRFLDWLRQ RI WKH LVVXDQFH RI 6HULHV & B3UHIHUUHG 6KD!
DORQJ ULJKWYV ZHUH DPHQGHG 7KH &RPSDQ\ FRQFOXGHG DPHQGPHQW RI WKH UHGHP:
6HULHV % 3UHIHUUHG 6KDUHV 7KH LQFUHPHQWDO YDOXH UHFHLYHG E\ 6HULHV $ DQG
UHVSHFWQGHOX GHHPHG WR EH D ZHDOWK WUDQVIHU EHWZHHQ WKH SUHGHWR HGS 8 KWU |
FDSLWDO
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

&RQYHUWGHBOHADEIOHE VKW UFRQWLQXHG

$FFUHWLRQ 'HFUHWLRQ

'XH WR WKH UHGHPSWLRQ IHDWXUHV GHVFULEHG DERYH WKH &RPSDQ\ FODVVLILHG W
VKHHWY 7KH &RPSDQ\ UHFRJQL]J]HG WKH FKDQJHVY LQ WKH UHGHPSWLRQ YDOXH LPPHG
6KDUHVY WR HTXDO WKH UHGHPSWLRQ YDOXH DW WKH HQG RI HDFK UHSRUWLQJ SHULR
ZzDbV JUHDWHU WKDQ WKH UHGHPSWLRQ YDOXH DV RI '"HFHPEHU DQG ZKLOH \
l1RYHPEHU ZDV ORZHU WKDQ WKH UHGHP $W IDR Q HWDX@OXWH BDAK R I&RIFSIPEHUHFRUGHG
UHGHPSWLRQ YDOXH LPPHGLDWHO\ DQG DGMXVWHG WKH FDUU\LQJ DPRXQW RI WKH LC
DFFUHWLRQ ZDV UHFRUGHG DJDLQVW UHWDLQHG HDURQQLD DMDRQ VW DVKGIL B/ERQPEOH SIL €
SDLG LQ FDSLWDO KDV EHHQHV KBIXNHWUHHGF ROUGEGHIGVER QQPUHKDDALQJ DFFXPXODWHG GHILF
DFFUHWLRQ RULJLQDOO\ UHFRJQL]J]HG LQ UHWDLQHG HDUQLQJVY RU DGGLWLRQDO SDLC

7KH IROORZLQJ WDEOH VHWYV IRUWK WKH FKDQJHV RI HDFK RI WKH FRQYHUWIDEXdH UHC
6HULH\WHHB® 6 KD U

JRU WKH \HDU HQGHG 'HFHPEHU

50% 50% 50%
%HJLQQLQJ EDODQFH
$FFUHWLRQ GHFUHWLRQ WR UHGHPSWLRQ YDOXH
&RQYHUVLRQ Rl FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG VKDUHV LQWR &ODVV % F

(QGLQJ EDODQFH

6HULHW I%HE 6 KW U

JRU WKH \HDU HOQGHG 'HFHPEHU

50% 50% 50%
%HJLQQLQJ EDODQFH
$FFUHWLRQ GHFUHWLRQ WR UHGHPSWLRQ YDOXH
&RQYHUVLRQ RI FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG VKDUHV LQWR &ODVV % F

(QGLQJ EDODQFH
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$00 DPRXQW LQ WKRVDQGVSHUGBREM MKDAHVY RWKHUZLVH VWDWHG

&RQYHUWGHBOHADEIOHB VKW UFRQWLQXHG
6HULHWIHB® 6 KM U

JRUVKH WHD®HG 'HFHPEHU

50% 50% 50%

%HJLQQLQJ EDODQFH
$FFUHWLRQ GHFUHWLRQ WR UHGHHPDEOH YDOXH
&RQYHUVLRQ RI FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG VKDUHV LQWR &ODVV % F

(QGLQJ EDODQFH

3ULRU WR WKH FRPSOHWLRQ RI WKH ,32 WKH &RPSDQ\ HQJDJHG DQ LQGHSHQGHQW YI
DQG FRPPRQ VKDUHV ZKLFK ZHUH HVWLPDWHG DV Rl WKH GDWH RI LVVXDQFH DQG DW
OHWKRG  WKHUDQVDFWICRQ70HWKRG DQG WKH %DFNVROYH OHWKRG ZKHUH PHWKR(
FXUUHQW ZRUNLQJ GUDIW RI WKH $PHULFDQ ,QV W LOB/G WIHWR. IR QHRIWAU L M BVBXE O i A GG FRRX
DV &RPSHQNKMW DR GUWDQQYBFWLRQ OHWKRG LV D IRUP RI PDUNHW DSSURDFK EDVHGVRRXZ{
HTXLW\ WUDQVDFWLRQV FORVH WR WKH YDOXDWLRQ GDWH 7KH %DFNVROYH OHWKRG
RQH W\SH RI HTXLW\ VHFXULW\ H J FRPPRQ HTXLW\ IURP D FRQWHPSRUDQHRXV WUD
'LVFRXQWHG &DVK )ORZ OHWKRG D IRUP RI LQFRPH DSSURDFK HVWLPDWHYV WKH IDLU
IROORZLQJV DUH DVVXPSWLRQV LQ WKH 'LVFRXQWHG &DVK JORZ OHWKRG

"HFHPEHU

5LVN IUHH LOQWHUHVW UDWH
9RODWLOLW\

'LYLGHQG \LHOG

'LVFRXQW UDWH

7KH &RPSDQ\ HVYWLPDWHG WKH ULVN IUHH LOQWHUHVW UDWH EDVHG RQ \LHOG WR PDW
PDWXULWLHV VLPLODU WR WKH 3UHIHUUHG 6KDUHYV 7KH &RPSDQ\ HYWLPDWHG YRODW
FRPSDUDEOH FRPSDQLHV 7KH V&R S/MDEPHKIDQ/GARWUVWRU\ RU H[SHFWDWLRQ RI SD\LQJ G
HVWLPDWHG E\ ZHLJKWHG DYHUDJH FRVW RI FDSLWDO DV DW HDFK DSSUD SVWRM i&BWLHR
SHUIRUPDQFH ZHUH DOVR IDFWRUHG LOWR WKH GHWHUPLQDWLRQ RI WKH IDLU YDOXH

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

&RQYHUWGHBOHADEIOHE VKW UFRQWLQXHG

/ILTXLGLW\ BUHIHUHQFH

,Q WKH HYHQW RI DQ\ OLTXLGDWLRQ GLVVROXWLRQ RU ZLQGLQJ XS Rl WKH &RPSDQ\
3UHIHUUHG 6KDUHV DQG 6HULHV & 3UHIHUUHG 6KDUHV ZHUH HQWLWOHG WR UHFHLYH
DFFUXHG RU GHFODUHG DQG XQSDLG 6HULHV $ 3UHIHUUHG 6KDUHV ZHUH HQWLWOHG
DOO GHFODUHG RU DFFUXHG EXW XQSDLG GLYLGHQGV

,] WKH DVVHWYVY DQG IXQGYV GLVWUILEXWR® DWR QB WWPH.HN WRIOKGBDVPBEQM LRIWKKH I XOO SUL
3UHIHUUHG 6KDUHVY VKDOO EH HQWLWOHG WR EH SDLG ILUVW IROORZHG LQ VHTXHQF
SD\PHQW RI WKH IXOO DPRXQWY IURP DERYH WKH UHPDLQLQJ DVVHWV RI WKH &RPSD
SUHIHUUHG VKDUHVY DQG FRPPRQ VKDUHV LQ SURSRUWLRQ WR WKH QXPEHU RI RXWVW

'LYLGHQGV

(DFK KROGHU RI 3UHIHUUHG 6KDUHV ZDV HQWLWOHG WR UHFHLYH GLYLGHWQGR Q@KHEHQ W
6KDUHV ZHUH RXWVWDQGLQJ WKH &RPSDQ\ PLIKW QRW SD\ DQ\ GLYLGHQG WR FRPPR!
VKDUHKROGHUV KDG EHHQ SDLG ,Q WKH HYHQW WKH &RPSDQ\ VKDOO GHFODUH D GLY
3UHIHUUHG 6KDUHVY VKDOO EH HQWLWOHG WR D SURSRUWLRQDWH VKDUH RI VXFK GLY

SRWLQJ ULIJKWYV
(DFK 3UHIHUUHG 6KDUH FRQYH\V WKH ULJKW WR WKH VKDUHKROGHU RI RQH YRWH IRU

6KIHUEDVHG FRPSHQVDWLRQ
D 6KHURSWLRQV

3UH 6FKHPH 2SWLRQV

*UDQW RI RSWLRQV

%HIRUH WKH DGRSWLRQ RI WKH (PSOR\HH (TXLW\ ,QFHQWLYH 6FKHPH WKH ,QFHQ'
HPSOR\HHV WKURXJK LQGLYLGXDOO\ VLIQHG VKDUH RSWLRQ DJUHHPHQWYV UHVSHFWL
-DQXDU\ DQG ,Q DGGLWLRQ RQ -DQXDU\ VKDUH RSWLRQV ZHUH

VHUYLFHVY WR WKH *URXS FROOHFWLYHO\ GHILQHG DV 3UH 6FKHPH 2SWLRQV
)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM MKDAHVY RWKHUZLVH VWDWHG
6KMMUEDVHG FRPSHQVDWLRQ FRQWLQXHG

D 6KMMURSWLRQV FRQWLQXHG

3UH 6FKHPH 2SWLRQV FRQWLQXHG

9HVWLQJ Rl RSWLRQV

7KHVH 3UH 6FKHPH 2SWLRQV ZLOO YHVW RYHU D IRXU \HDU VHUYLFH SHULRG ZLW
LQFHSWLRQ GDWH DQG WKH UHPDLQLQJ LQ VL[ HTXDO LQVWDOOPHQWY RYHU WKH |

FRQGLWLRQV DQG D SHUIRUPDQFH FRQGLWLRQ DUH PHW 7KH ISHWIRU ADRQ FR FFRMIGW MR
PHHWLQJ FHUWDLQ FULWDIQLDWIRQDRULQWHU PROXHRDU\ ZLQGLQJ XS RI 'XRZDQ %9,
RI D ILQDQFLQJ IXOILOOLQJ FHUWDLQ FULWHULD ZDV PHW LQ -XQH RU 1RYHPEHU

RIHULQJ ZDV PHW LQ 1RYHRERIVHVWH® RBWHLRQV DUH H[HUFLVHG IRU WKH \HDU HQGH(

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH DFWLYLWLHV RI WKH 3UH 6FKHPH 2SWLRG
DQG

: HLJKWHG
S HLIJKWHG DYHUDJH $JIMIDWH
DYHUDJH (HPDLQLQJ LQWULQVLF
1XPEHU RI H[HFWVH FRQWUDFWXDO ®DIMHXH
RSWLRQV SULFH 86 \HDUV 86
2XWVWDQGLQJ 'HFHPEHU
(I[HUFLVHG 5HSXUFKDVHG

JRUIHLWHG

2XWVWDQGLQJ 'HFHPEHU
([HUFLVHG 5HSXUFKDVHG
JRUIHLWHG

2XWVWDQGLQJ 'HFHPEHU
JRUIHLWHG

2XWVWDQGLQJ YHVWHG DQG H[HUFLVDEOH 'HFHPEHU
)
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$00 DPRXQW LQ WKRVDQGVSHUGBRED VKDAHVY RWKHUZLVH VWDWHG

6KIHUEDVHG FRPSHQVDWLRQ FRQWLQXHG
D 6KHURSWLRQV FRQWLQXHG

,Q FRQQHFWLRQ ZLWK WKH LVVXDQFH RI WKH 6HULHV & 3UHIHUUHG 6KDUHV RI 'XRZD
WULJIJHUHG WKH H[LW FRQGLWLRQ RI WKH 3UH 6FKHPH 2SWLRQV WR EH PHW IRU D
JLYHQ WKH RSSRUWXQLW\ WR FDVK VHWWOH WKHLU YHVWHG RSWLRQV DQG ZHUH VLP.
UHFHLYHG IURP WKH LVVXDQFH Rl WKH 6HULHV & 3UHIHUUHG 6KDUHV HDKH EHSNAHHKE
H[HUFLVH SULFH RI WKH 3UH 6FKHPH 2SWLRQ DQG 86 ZKLFK ZDV WKH SHU VKD
3UH 6FKHPH 2SWLRQV ZHUH UHSXUFKDVHG E\ 'XRZDQ %9, IRU FDVK FRQVLGHUDWLF
FDQFHOOHG LPPHGLDWHO\ DIWHU WKH UHSXUFKDVH WKH )LUVW 5HSXUFKDVH 7KH ¢
WKH 3UH 6FKHPH 2SWLRQ KROGHUV LQFOXGLQJ HPSOR\HHV RI WKH *URXS DQG WK
RSWLRQV IURP WKH RSWLRMKKRWGHUV 6FKHPHG2ZRWORQYV ZHUH GHHPHG WR EH WDLQW F
EXW OLDELOLW\ FODVVLILHG DZDUGV 6XFK UH GHVLJQDWLRQ Rl WKH DZDUGV ZDV DS¢
VKDUHKROGHUV Rl WKH 6HULHV & SUHIHUUHG VKDUHV RQ 1RYHPEHU ZKLFK FRP
RXWVWDQGLQJ 3UH 6FKHPH 2SWLRQV KDG WR EH UH PHDVXUHG DW WKH HQG RI HD
WKH KROGHUV ZHUH H[SRVHG WR IOXFWXDWLRQ WKH PDUNHW YDOXH Rl WKH VKDUHV
XQH[HUFLVHG

,Q FRQQHFWLRQ ZLWK WKH 6HULHV ' &RPPRQ 6KBHHWDQRQFRKRAD R IHRWWHD Q GL @/ K Bl QXPQ \H
WR FDVK VHWWOH WKHLU YHVWHG RSWLRQV 7KH UH 8 XU BEBVEHSVZLHHQRW K B FANVDIWHAGH K
6FKHPH 2SWLRQ DQG 86 ZKLFK ZDV WKH SHU VKDUH LVVXDQFH$SWRMDBIRWKH FRF
6FKHPH 2SWLRQV ZHUH H[HUFLVHG UHSXUFKDVHG E\ 'XRZIDIQG¥D\, 'KRE P Q \WK9IF RTKH. X9 GD
ZHUH FDQFHOOHG LPPHGLDWHO\ DIWHU WKH UH SKU RZKODN PID ®/H K\ 6XIKRIDG % Bl S WIRF W B W HC

6FKHPH 2SWLRQV EXW WKDW QRQIHBSOR\HH GLG QRW WDNH XS WKH RI

2Q 6HSWHPEHUNKH ERDUG RI GLUHFWRUV Rl WKH &RPSDQ\ UHVROYHG QRW WR XQGHU\
DZDUGV H[FHSW XQGHU WKRVH FRQGLWLRQV VSHFLILHG LQ WKH UHOHYDQW DZDUG VI
XQYHVWHG VKDUH EDVHG FRPSHQVDWLRQ DZDUGV VKRXOG EH DSSURYHG E\ WKH PDMI
VSHFLILFDOO\ FRPPXQLFDWHG WR DOO HPSOR\HHV ZLWK RU ZLWKRXW WKH DZDUGV $
XQGHUVWDQGLQJ E\ D ZULWWH®Q KR G OL\P\DIWILRMW SR ORRIGW RBOILDELOLW\ FODVVLILHG
UHODWHG OLDELOLW\ KDG EHHQ UHFODVVLILHG WR DGGLWLRQDO SDLG LQ FDSLWDO R

JRUIHLWXUHY DUH HVWLPDWHG DM W KHWXIUAHHY ROIUWH D@ WLV HGQHREHVXEUMTUX HIRWP SHKUWRMHG
7KH DJJUHJDWH LQWULQVLF YDOXH IIHUW&HHWEHOAH B BRW KHUH 8 WH P BVYRAREP PORLGY \GHDDOUXHHV F
'"HFHPEHU WRHF&RPRODQYKDUHY DV RIDRBHPEHW G WKH H[HUFLVH SULFH

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM MKDAHVY RWKHUZLVH VWDWHG
6KMMUEDVHG FRPSHQVDWLRQ FRQWLQXHG

D 6KMMURSWLRQV FRQWLQXHG

3ULRU WR WKH FRPSOHWLRQ RI WKH ,32 WKH %LQRPLDO RSWLRQ SULFLQJ PRGHO LV !
QRQ HPSOR\HH 7KH IDLU YDOXHV RI VKDUH RSWLRQV JUDQWHG RU WHIRHD M X WH 68 DGAKHUG
IROORZLQJ DVVXPSWLRQV

3UH 6FKHPH 2SWLRQV JUDQWHG WR HPSOR\HHV DQG D QRQ HPSOR\HH

5LVN IUHH LOWHUHVW UDWH

([SHFWHG WHUP \HDUV \HDUV
9RODWLOLW\ UDWH

'LYLGHQG \LHOG

7KH ULVN IUHH LOQWHUHVW UDWH RI SHULRGYV ZLWKLQ WKH FRQWUDFWXDO OLIH RI WKI
7KH H[SHFWHG WHUP LV WKH FRQWUDFW OLIH RI WKH RSWLRQ

([SHFWHG YRODWLOLW\ LV HVYWLPDWHG EDVHG RQ WKH DYHUDJH RI KLVWRULFDO YROI
'XRZDQ %9, DQG WKH &RPSDQ\ KDYH QR KLVWRU\ RU H[SHFWDWLRQ RI SD\LQJ GLYLGHC(
RQ WKH &RMHYBRFWHG GLYLGHQG SROLF\ RYHU WKH H[SHFWHG WHUP RI WKH RSWLRQ

8SRQ WKH FRPSOHWLRQ RI WKH ,32 WKH IDLU YDOXH Rl VKDUH RSWLRQV JUDQWHG W I
YDOXH RI WKWH RRFPFSHO@VKDUH 7KHVH VKDUH RSWLRQV ZHUH UWFRPYRQHGKDWHWIKWH RAW

7KH WRWDO LQWULQVLF YDOXH RI RSWLRQV H[HUFLDIG G X UD B R XQKWH G MR HQ GHGG' MG
UHVSHFWLYHO\

JRU WKH \HDUV HQGHG '"HFHPE&EHU WKH &RPSDQ\ UHFRUGHG VKDUH EDVHG FRPSHQVDYV
EHQHILW RI 50% X¥WV@EHWKHYHODGHG YHVWLQJ DWWULEXWLRQ PHWKRG IRU HPSOR\H

$V Rl '"HFHPEHU WKH 3UH 6FKHPH 2SWLRQV JUDQWHG WR HPSOR\HHVY DQG QI
VKDUH EDVHG FRPSHQVDWLRQ H[SHQVH UHODWLQJ WR 3UH 6FKHPH 2SWLRQV JUDQ

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM MKDAHVY RWKHUZLVH VWDWHG

6KIHUEDVHG FRPSHQVDWLRQ FRQWLQXHG

E S5HVWULFWWG VKDU

6LQFH -DQXDU\ 'XRZDQ %9, JUDQWHG UHVWULFWHG VKDUHV WR HPSOR\H
,QFHQWLYH 6FKHPH $V RI '"HFHPEHU WKH UHVWULFWHG VKDUHY JUDQWHG W

HVWLAYWUUFWWHG VKDU

7KH UHVWULFWHG VKDUHVY KDYH YHVWLQJ FRQGLWLRQV DQG ZLOO YHVW DIWHU P
RYHU WKH QH[W PRQWKY 8QGHU WKH UHVWULFWHG VKDUHYV DJUHHPHQW QR VKDUH
WKH UHVSHFWLYH UHVWULFWHG VKDUH DJUHHPHQWY DV L D OLVWLQJ RQ DQ\ UHFRJ:
LLL D VDOH RI DOO RI WKH LVVXHG FDSLWDO RI 'XRZDQ %9, RU LY SDVVLQJ IRU FRXI

,| WKH HPSOR\HH WHUPLQDWHY HPSOR\PHQW WKH VHUYLFH YHVWHG SRUWLRQ RIVWRKH
GLVFUHWLRQ E\ 'XRZDQ %9, DW IDLU YDOXH RI FRPPRQ VKDUHV RI 'XRZDQ %9, ZKLFK
YDOXDWLRQ FRPSDQ\ RU LL EH KHOG E\ D SHUVRQ ZKR LV DQ H[LVWLQJ HPSOR\HH R
WR D SURSHUO\ VLIJQHG HVFURZ DJUHHPHQW WR KROG VXFK VKDUHV IRU DQG RQ KLV
'XRZDQ %9, ZLWKLQ GD\V IURP UHFHLSW Rl WKH QRWLILFDWLRQ IURP 'XRZDQ %9, V.

7KH IROORZLQJ WDEOH VXPPDUL]HV WKH UHVWULFWHG VKDDG® DFWLYLW\ IRU WKH \HI

: HLIJKWHG
1XPEHU RI DYHUDJH
WHVWULFWHG JUDQW GDWH
VKBV IDLWDOXH 86

2XWVWDQGLQJ -DQXDU\
*UDQWHG
JRUIHLWHG

2XWVWDQGLQJ 'HFHPEHU
*UDQWHG

JRUIHLWHG

I9HVWHG

2XWVWDQGLQJ 'HFHPEHU
JRUIHLWHG
I9HVWHG

2XWVWDQGLQJ 'HFHPEHU
([SHFWHG WR YHVW DW '"HFHPEHU

)
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$00 DPRXQW LQ WKRVDQGVSHUGBRED VKDAHVY RWKHUZLVH VWDWHG

6KIHUEDVHG FRPSHQVDWLRQ FRQWLQXHG
E S5SHVWULFWWHGFRROMLQXHG

JRUIHLWXUHYV DUH HVWLPDWHG DMR W K HWXLLPHY RO UWH D@ WL VHGQ HFEH VX EUMTX HIRP SHKWRMHG

JRU WKH \HDUV HQGHG 'HFHP&EHU WKH &RPSDQ\ UHFRUGHG VKDUH EDVHG FRPSHQVDYV
UHVSHFWYYQOWKH JUDGHG YHVWLQJ PHWKRG IRU HPSOR\HHY DQG QRQ HPSOR\HH

$V RI '"HFHPEHU WRWDO XQUHFRJQL]JHG FRPSHQVDWLRQ H[SHQVH UHODWLQJ WF
UHFRJQL]JHG RYHU D ZHLJKWHG DYHUDJH SHULRG RI \HDUV XVLQJ WKH JUDGHG YH\

F 6KMUEDVHG DZDUGV JUDQWHG WR &(2 DQG &KDLUPDQ RI WKH &RPSDQ\

2Q )HEUXDU\ WKH &(2 DQG WKH BR&DR WGADMH RW RMKWH BRE SSIKPWHKROGHUYV ZHUH JU
VKDUHV UHVEHRMKIMHRARDQHY KDYH D VHUYLFH FRQGLWLRQ WKDW YHVW RYHU D IRXU
WKHUHDIWHU V% RWX WKHIVEK RDUPIVMQ@UH VXEMHFW WR D SHUIRUPDQFH FRQGLWLRQ ZK
<< &0OLHQW 6XFK SHUIRUPDQFH FRQGLWLRQ zZzDV PHW DV DW 'HFHPEHU

3XUVXDQW WR WKH SURYLVLRQV VWLSXODWHG LQ WKH JUDQW GRFXPHQW UHODWLQJ "
UHVWULFWHG VKDUHY JUDQWHG WR WKH &KDLUPDQ ZRXOG DOVR EHFRPH IXOO\ YHVWI
VXEVWDQWLDOO\ bDOO RI WKH LVVXHG VKDUH FDSLWDO RI 'XRZDQ %9, LLL D VDOH E\
HIHFWLYH UHVROXWLRQ RU WKH PDNLQJ RI DQ RUGHU RI D FRPSHWHQW FRXUW IRU WK

7KH IROORZLQJ WDEOH VXPPDUL]HV LQIRUPDWLRQ UHJDUGLQJ WKH UHVWULFWHG VKD

: HLIJKWHG

1XPEHU RI DYHUDJH
WHVWULFWHG JUDQW GDWH
VKBV IDLWDOXH 86

2XWVWDQGLQJ -DQXDU\

*UDQWHG

9HVWHG

2XWVWDQGLQJ 'HFHPEHU DQG

9HVWHG

2XWVWDQGLQJ 'HFHPEHU

7KH IDLU YDOXH Rl WKH VKDUH EDVHG DZDUGY DERYH ZDV GHWHUPLQHG DW WKH UHV
YDOXDWLRQ FRPSDQ\
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM MKDAHVY RWKHUZLVH VWDWHG

6KIHUEDVHG FRPSHQVDWLRQ FRQWLQXHG
F 6KMUEDVHG DZDUGV JUDQWHG WR &(2 DQG &KDLUPDQ RI WKH &RPSDQ\ FRQWLQXHG

7KH &RPSDQ\ UHFRJQL]HG WKHVH DZDUGY DV HPSOR\HH VKDUH EDVHG FRPSHQVDWLRC(

WKH SHUIRUPDQFH FRQGLWLRQ ZDV PHW VKH¥WRREHRQYWOBWLKRIQU H VS HRQW HXIROQ\ WIKIF R
IRU WKH &KDHYRDUWQLFWHG VKDUHV LV UHFRJQL]HG RYHU WKH UHTXLVLWH VHUYLFH SHL
UHVWULFWHG VKDUHYVY JUDQWHG WR WKH &KDLUPDQ ZHUH IXOO\ YHVWHG DQG DOO UHI

7KH WRWDO IDLU YDOXH RI UHVWULFWHG VKDUHYV YH/OWGIG GRPRAODWKE WO BOHQGHG 1
UHVSHFWLYHO\

6KDUH EDVHG FRPSHQVDWLRQ H[SHQVHV UHODWHG WR WKH DZDUGV JUDQWHG WR WKI
LQ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV LQ WKH FRQVROLGDWHGDWQWDWHPHQW\

$V RI '"HFHPEHU WKHUH ZDV QLO RI WRWDO XQUHFRJQL]JHG FRPSHQVDWLRQ FRYV

G 6KMUEDVHG DZDUGV |IPWNRUHPHIJORNRAYV

2Q 'HFHPEHU 'XRZDQ %9, JUDQWHIO/M\KH WZR | RZOQUEHWQMWR/I WRRIFTXLUH FRPPRQ
ZLWK WIDWNWRFTXLVLWLRQ IRU SRVW FRPELQDWLRQ VHUYLFHY DW DQ H[HUFLVH SULF
UHVWULFWHG VKDUHV KDYLQJ WKH VDPH ULJKWYV DQG YHVWIR) L EROCAMIADY QU BIKBA QH
FRQYHUVLRQ 7KH VKDUHV ZHUH LVVXHG WR WKH KROGHUV DQG OHJDOO\ UHJLVWHUH!(

7KH DZDUGV VKDOO YHVW RYHU WKH HDUOLHU RI L D WKUHH \HDU SHULRGE UXRMKXIRBRRI
OLTXLGDWLRQ RU OLVWLQJ RI 'XRZDQ %9, RU WKH VDOH E\ "¥RIGY IR/ RM BROIOQ B Y WK E

7KH IROORZLQJ WDEOH VXPPDUL]JHV LQIRUPDWLRQ UHJDUGLQJ WKH VKDUH EDVHG DZD
1XPEHU RI
WHVWULFWHG
VKBV
2XWVWDQGLQJ 'HFHPEHU
9HVWHG

2XWVWDQGLQJ 'HFHPEHU
IHVWHG

2XWVWDQGLQJ 'HFBI@EHU
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$00 DPRXQW LQ WKRVDQG VS HUGBREDA VKDAHVY RWKHUZLVH VWDWHG

6KIHUEDVHG FRPSHQVDWLRQ FRQWLQXHG
G 6KMUEDVHG DZDUGV |IPYNRUPHIIORNRAYV FRQWLQXHG

,Q FRQQHFWLRQ ZLWK WKH )LUVW 5HSXUFKDVH RFFXUUHG LQ 1RYHPEHU 'XRZDQ %
SRUWLRQ RI WKH SURFHHGY REWDLQHG IURP WKH 6HULHV & SUHIHUUHG VKDUHV LVVX
HI[SHFWDWLRQ WRDNVIGH MRBROBHRRXRIGHUYV WKDW LW ZDV D SUDFWLFH RI 'XRZDQ %9, WR
7TKHZpUGYV WODRVNMRRXQGHUV ZHUH GHHPHG WR EH WDLQWHG DQG WKH\ ZHUH QR OHRQUIH
IURP 1RYHPEHU 7KH DZDUGV ZRXOG EH UH PHDVXUHG DW WKH HQG RI HDFK UHSRL
DzDUGV KROGHUV ZHUH H[SRVHG WR IOXFWXDWLRQ RI WKH PDUNHW YDOXH RI WKH VK
H[SLUH XQH[HUFLVHG

2Q 6HSWHPEHWKH ERDUG RI GLUHFWRUV RI WKH &RPSDQ\ UHVROYHG QRW WR XQGHU\
DzDUGV H[FHSW XQGHU WKRVH FRQGLWLRQV VSHFLILHG LQ WKH UHOHYDQW DZDUG VI
XQYHVWHG VKDUH EDVHG FRPSHQVDWLRQ DZDUGYV VKRXOG EH DSSURYHG E\ WKH PDMI
VSHFLILFDOO\ FRPPXQLFDWHG WR DOO HPSOR\HHV ZLWK RU ZLWKRXW WKH DZDUGV $
XQGHUVWDQGLQJ E\ D ZULWWH® KR @ O\PDIWILRW SR ORRIGHKQBOOLDELOLW\ FODVVLILHG
UHODWHG OLDELOLW\ ZDV UHFODVVLILHG WR DGGLWLRQDO SDLG LQ FDSLWDO RQ WKH

7KH IDLU YDOXH RI WKH UHVWULFWHG VKDUHNFWERHHI URF WKW HWHPGEMGI QWAL RID RJIDN
UH PHDVXUHG DW WKH HQG RI HDFK UHSRUWLQJ GDWH E\ WKH &RPSBE\FAKDNX W K& DV
UHFRJQL]JHG LQ WKH FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV $IWHU WKH DzZDl
YDOXH RI WKH DZDUGV RQ@ @& SWKHPBHHHQVHY WR EH UHFRJQL]JHG RYHU WKH UHPDLQLQ
DWWULEXWLRQ PHWKRG

6KDUH EDVHG FRPSHQVDWLRQ H[SHQVHY UHODWHG WR WKH DERYH VKDUH EDVHG DZD
H[SHQVHV LQ WKH FRQVROLGDWHG VWDWHPHQWYV RI RSHUDMMSRHAWIRWMHO\KH \HDUV HQC

$vV RI '"HFHPEHUWKH FRPSHQVDWLRQ FRVWY UH®@D/WN @D TR UHWWIRGWHG EKBQHWYXORY U

H S5HVWULFWH® BWVU

2Q 6HSWHPEHWKH %RDUG RI WKH 'LUHFWRUV RI6WRHH RPESH@QW DS BRDIPC ZKHIFK SHUP
UHVWULFWHG VKDUHY DQG UHVWULFWHG VKDUH XQLWYV RI XS WR VKDUHV WR
&RPSDQY WKH VDPH GDWH WKH &RPSDQ\ JUDQWHG UHVWULKDNUHHG , ¥ K B Q W XYQH. W/ ¢
WR YHVWLQJ RYHU D IRXU WR ILYH \HDU SHULRG 'XULQJ WKH \HDU HQGHG 'HFHPEHU

SXUVXDQW WRDWKH QFHQWLYH 30DQ ZKLFK DUH VXEMHFW WR YHVWLQJ RYHU D WZR V
HPSOR\HHV XS WR '"HFHPEHU

,Q 2FWREHU WKH %RDUG RI 'LUHFWRUV RI WKH &RPSDQ\ UHVFRPRRG WKDUWH W K K LK
SXUVXDQW WR DOO DZOQRHQWAQEHIFKMHHARH VKDOO EH SOXV DQ DQQXDO LQFUHD\

EHIJLQQLQJ IURP RU V XFK$ORHRAARY DFRUHV BV EOHDWMUPLQHG EV WKH %RDUG RI 'LU
)
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$00 DPRXQW LQ WKR XV DQ G VS HLGBKEDR \KKDAH VYV RWKHUZLVH VWDWHG
6KMMUEDVHG FRPSHQVDWLRQ FRQWLQXHG
H 5HVWULFWH®IBWBUFRQWLQXHG
7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH UHVWULFWHG VKDQK XQLWYV DFWLYLW\ IRU W

: HLIJKWHG
1XPEHU RI DYHUDJH
HVWULFWHG JUDQW GDWH
VKBV IDLWUDOXH 86

2XWVWDQGLQJ -DQXDU\
*UDQWHG
JRUIHLWHG

2XWVWDQGLQJ 'HFHPEHU

*UDQWHG
JRUIHLWHG

2XWVWDQGLQJ 'HFHPEHU
([SHFWHG WR YHVW DW 'HFHPEHU

JRU WKH \HDUV HQGHGDRBHPEHWKH &RPSDQ\ UHFRUGHG VKDUH EDVHG FRPSHQVDWLR:
YHVWLQJ DWWULEXWLRQ PHWKRG

$V Rl '"HFHPEHU WRWDO XQUHFRJQL]JHG FRPSHQVDWLRQ H[SHQVH UHODWLQJ WF
UHFRJQL]JHG RYHU D ZHLJKWHG DYHUDJH SHULRG RI \HDUV XVLQJ WKH JUDGHG YH\

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG
6KMHUEDVHG FRPSHQVDWLRQ FRQWLQXHG

| ORYHPHQWYV RI HTXLW\ FODVVLILHG DQG OLDELOLW\ FODVVLILHG DzZDUGYV

7KH WDEOH EHORZ VKRZV WKH PRYHPHQWY DQG GHWDLOV RI YDULRXV HTXLW\ FODVVL
QRQ HPSOR\HH IRU WKH \HDUV HQBEG 'HFHPEHU

(TXLW\ FOD¥NVUGHGE $ /LDELOLW)\ BODWEM% HG
QFHQWLYMRFHQWLYH
3B 6FKHPH 6FKHPH G6KBUEDVH$DUGV WR 3 $ZDUGV WR
6FKHPH WHVWULFWHOWULFWHBUGY WRLERIVNYV 6FKHPH 1HRWNV

RSWLRQVVKBW VKEUXQLWM)G &KDLURXQGHBXE WRWBBOWLRQWXQGHUMKE WRWDV&WDO

%DODQFH DV DW -DQXDU\
6KDUH EDVHG FRPSHQVDWLRQ H[SHQVHYV
([HUFLVHG 5HSXUFKDVHG
SHFODVVLILFDWLRQV
JURP OLDELOLW\ DZDUGV WR
FRPPRQ VKDUH
JRUHLJQ FXUUHQF\ WUDQVODWLRQ DGMXVWPHQW

%DODQFH DV DW '"HFHPEHU

%DODQFH DV DW -DQXDU\
6KDUH EDVHG FRPSHQVDWLRQ H[SHQVHV
(IHUFLVHG 5HSXUFKDVHG
5HFODVVLILFDWLRQV
JURP OLDELOLW\ DZDUGV WR
FRPPRQ VKDUH
JURP OLDELOLW\ DZDUGV WR
HTXLW\ DZDUGYV
YRUHLJQ FXUUHQF\ WUDQVODWLRQ DGMXVWPHQW

%DODQFH DV DW '"HFHPEHU

%DODQFH DV DW -DQXDU\
6KDUH EDVHG FRPSHQVDWLRQ H[SHQVHYV

%DODQFH DV DW '"HFHPEHU

'XULQJ WKH \HDU HQGHG '"HFHMBHUUHVWUDRVWWHM® VKR X Q8 HUN ZHRVHN X H R GCQEB\HIHWR TR U PR
WKHUHIRUH WKH UHODWHG DZDUGYV DPRXQWLQJ WR 50% DQG 50% ZHUH UHFO
$V GHWDLOHG LQ 1RWH D DQG G WKH VKDDWNR/SMRXR®GWHDQ & MWUKH UHAODY IVEWHHG M K
HTXLW\ FODVVLILHG DZDUWFFRQBHBEWMPEHU

)
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$00 DPRXQW LQ WKRVDQGVSHUGBREM MKDAHVY RWKHUZLVH VWDWHG

%DVLF DQG GLOXWHG QHW ORVV LQFRPH SHU VKDU
%DVLF DQG GLOXWHG QHW ORVV LQFRPH SHU VKIDUHGIRU WKH FIDDEFEWX GIOVEHG DH/F HRPGE®

JRU WKH \HDU HQGHG 'HFHPEHU

50% 50% 50%
I1XPHUDWRU

1HW ORVV LQFRPH DWWULEXWDEOH WR WKH &RPSDQ\
$FFUHWLRQ GHFUHWLRQ WR FRQYHUWLEOH UHGHHPDEOH SUHIHUUHG VKDUHV UH
$OORFDWLRQ RI QHW LQFRPH WR SDUWLFLSDWLQJ SUHIHUUHG VKDUHKROGHUV

IXPHUDWRU RI EDVLF QHWHORVV LQFRPH SHU VKDU
'LOXWLHAWHRI SUHIHUUHG VKDUHV

I1XPHUDWRU IRU GLOXWHGHORVYVY LQFRPH SHU VKDU

'"HQRPLQDWRU

'"HQRPLQDWRU IRU EDVLF FDOFXODWLRQ Z$HDIXWHG DYHUDJH QXPEHU RI &0DVV
&0ODVV % FRPHP\RAXWKDOWDQGLQJ

'"LOXWLHFAWHRI SUHIHUUHG VKDUHYV

'"LOXWLHFAWHR| VKDUH RSWLRQV

"LOXWLHFAWHRI UHVWULFWHG VKDUHYV

"LOXWLHFAWHRI UHVWULFWHG VKDUH XQLWYV

'LOXWLHFAWHR| VKDUH EDVHG DZDUGYV JUDQWHG WR &(2 DQG &KDLUPDQ

'HQRPLQDWRU IRU GLOXWHG FDOFXODWLRQ

%DVLF QHW ORVV $ @RRP & GSIHWV &0 BFRPPRQ VKDU
'LOXWHG QHW ORVVS$ LDQF®R RO SWW % GHRPWPRQ VKDU
%DVLF QHW ORVV LQFRPH SHU $'6

'LOXWHG QHW ORVV LQFRPH SHU $'6

7KH &RPSDQ\ ZDV OLVWHG RQ 1RYHPEHU ZLWK LVVXEBEQEGJRSWLMWHRWDO RI SHU $'¢
UHSUHVHQWWVRPBRQVWKDUHY 7KH QHW ORVV LQFRPH SHU $'6 IPW®& KH \HDWH FHXGCEAHK®
VDPH FRQYHUVLRQ UDWLR DVVXPLQJ WKH $'6V KDG EHHQ LQ H[LVWHQFH GXULQJ WKH\

7KH &RPSEBQMHIHUUHG VKDUHYV DUH SDUWLFLSDWLQJ VHFXULWLHY DQG DV VXFK ZRXOC
PHWKRG $FFRUGLQJ WR WKH FRQWUDFWXDO WHUPV RI WKH SUHIHUUHG VKDUHV WKH
&RPSD@KHUHIRUH QR ORVYV ZDV DOORFDWHG WR WKH SUHIHUUHG VKDUHV LQ WKH FRP

1HW LQFRPH ZDV DOORFDWHG WR WKH SUHIHUUHG VKDUHY LQ WKH FRPSXWDWLRC

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG
%DVLF DQG GLOXWHB GRWYVWIRQXYHSHU VKDU

7KH 3UHIHUUHG 6KDUHV VKDUH BEYNWG PZORGMHVRWKRUPKDUMHHEDVHG DZDUGYV JUDQWEH
UHVWULFWHG VKDUHY UHVWULFWHG VKDUH XQLWY DQG ZDUUDQWY WR DQ LQGHSHQG
FRPPRQ VKDUH IRU WKH \HDUV HQG HG FBXKNMHEHQYFOXGLQIQWKHP ZRXOZFWDYKHKDRODR O
VXPPDUL]HV LQIRUPDWLRQ UHJDUGLQJ ZHLJKWHG DYHUDJH RI FRPPRQ VKDUHV HTXLY|

JRU WKH \HDU HQGHG '"HFHPEHU

SUHIHUUHG VKDUHV ZHLJKWHG DYHUDJH

6KDUH EDVHG DZDWNGN DRUXLMRWLRQ ZHLIJKWHG DYHUDJH

6KDUH EDVHG DZDUGY JUDQWHG WR &(2 DQG &KDLUPDQ ZHLJKWHG DYHUDJH
6KDUH RSWLRQV ZHLJKWHG DYHUDJH

5HVWULFWHG VKDUHV ZHLJKWHG DYHUDJH

S5HVWULFWHG VKDUH XQLWYV ZHLJKWHG DYHUDJH

- DUUDQWY WR DQ LQGHSH QAHQ WWHOG/ WY WXBIHR QDO LQYHVWRU

5HODWHG SDUW\ WUDQVDFWLRQV
7KH WDEOH EHORZ VHWV IRUWK WKH UHODWHG SDUWLHY DQG WKHLU UHODWLRQVKLS)\

5HODWHG 3DUW\ S5HODWLRQVKL&XEWK WKH *U

=KXKDL 'DUHQ BRRRPGRWRI &@RPSDQ\ /LPLWHG =KKKOLWDUHHVWPHQW

*XDQJ]KRX 6KDQJKD QHFKQREPO WRR Q/W G 6KDQIKDQLILFDQW LQIOXHQFH H[HUFLVHG |
VKDUHKROGHU

=KXKDL HFIKQRORJI\ &R /WG =KXKDL /HTX (TXLW\ LQYHVWPHQW

 LDRPL &RUSRUDWLRQ i LDRPL 6LJQLILFDQW LQIOXHQFH H[HUFLVHG I
&KDLUPDQ

'XULQJ WKH \HDUV HQGHG 'HFI®PEHU VLJQLILFDQW UHODWHG SDUW\ WUDQVDFWLRQV Z

JRUVKH VWHO®HG 'HFHPEHU

50% 50% 50%

2Q0LQH JDPH UHYHQXH VKDULQJ IURP =KXKDL 'DUHQ
OHPEHUVKLS VXEVFULSWLRQ IHH UHYHQXH IURP ;LDRPL
%DQGZLGWK VHUYLFH SURYLGHG E\ 6KDQJ KDQJ
,QWHUHVW IUHH ORDQ WR =KXKDL 'DUHQ

5HSD\PHQW RI LQWHUHVW IUHH ORDQ IURP =KXKDL 'DUHQ
,QWHUHVW IUHH ORDQ WR =KXKDL /HTX

5HSD\PHQW RI LQWHUHVW IUHH ORDQ IURP =KXKDL /HTX

'LVSRVDO RI D FRVW LQYHVWPHQW WIRRWKMHDEKLR. DP®IQU B OW RUR R R YXKGIH U
&RPSDQ\

'LVSRVDO RI DQ HTXLW\ LQYHVWPHQW WR ;LDRPL
)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM VKDAHVY RWKHUZLVH VWDWHG

5HODWHG SDUW\ WUDQVDFWLRQV FRQWLQXHG
$V RI '"HFHPEHWAQG WKH DPRXQWYV GXH IURP WR UHODWHG SDUWLHYVY ZHUH DV IROC

'"HFHPEHU

50% 50%
$PRXQW BRHHIODWHG SDUW\

2WKHU UHFHLYDEOHV IURP =KXKDL 'DUHQ
2WKHU UHFHLYDEOHYVY IURP =KXKDL /HTX

TRWDO

$PRXQWYV GXHWWHRGUSDUWLHYV
$FFRXQW SD\DEOHV WR =KXKDL 'DUHQ
2WKHU SD\DEOHV WR 6KDQJKDQJ

TRWDO _

7KH RWKHU UHFHLYDEOHYV SD\DEOHV IURP WR UHODWHG SDUWLHY DUH XQVHFEXUHG L¢(

)DLU YDOXHMPHDWXU

)DLU YDOXH UHIOHFWV WKH SULFH WKDW ZRXOG EH UHFHLYHG IURP VHOOLQJ DQ DVVlH
DW WKH PHDVXUHPHQW GDWH :KHQ GHWHUPLQLQJ WKH IDLU YDOXH PHDVXUHPHQWYV |
*URXS FRQVLGHUV WKH SULQFLSDO RU PRVW DGYDQWDJHRXV PDUNHW LQ ZKLFK LW ZF
SULFLQJ WKH DVVHWYV RU OLDELOLWLHYV

7KH *URXS DSSOLHV D IDLU YDOXH KLHUDUFK\ WKDW UHTXLUHYVY DQ HQWLW\ WR PDJ[LPL
PHDVXULQJ IDLU YDOXH \$ FDOVHYRULODQDMONRQUXIPMIOMWN) WKH IDLU YDOXH KLHUDUFK\ LV E
IDLU YDOXH PHDVXUHPHQW 7KLV JXLGDQFH VSHFLILHV D KLHUDUFK\ RI YDOXDWLRQ W
REVHUYDEOH RU XQREVHUYDEOH 7KH KLHUDUFK\ LV DV IROORZV

/IHYHO DOXDWLRQ WHFKQLTXHYVY LQ ZKLFK DOO VLJQLILFDQW LQSXWY DUH XQDGMXVWH:!
WKH DVVHWY RU OLDELOLWLHY EHLQJ PHDVXUHG

/IHYHO DOXDWLRQ WHFKQLTXHYV LQ ZKLFK VLIJQLILFDQW LQSXWV LQFOXGH TXRWHG SUL
OLDELOLWLHY EHLQJ PHDVXUHG DQG RU TXRWHG SULFHV IRU DVVHWY RU OLDELOLWLEH
WKDW DUH QRW DFWLYH $OVR PRGHO GHULYHG YDOXDWLRQV LQ ZKLFK DOO VLJQLILI
YDOXDWLRQ WHFKQLTXHV

/IHYHO DOXDWLRQ WHFKQLTXHYVY LQ ZKLFK RQH RU PRUH VLIJQLILFDQW LQSXWV RU VLJIQ
WHFKQLTXH LQSXWYV WKDA) WDHIDHFWVWRKGV*DERIW WKH DVVXPSWLRQV WKDW PDUNHW

)
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$00 DPRXQW LQ WKRVDQG VS HUGBREDM MKDAHVY RWKHUZLVH VWDWHG

)DLU YDOXHFPHPWXUFRQWLQXHG

7KH IDLU YDOXH JXLGDQFH GHVFULEHY WKUHH PDLQ DSSURDFKHV WR PHDVXUH WKH II

FRVW DSSURDFK 7KH PDUNHW DSSURDFK XVHV SULFHVY DQG RWKHU UHOHYDQW LQI
DVVHWY RU OLDELOLWLHYV 7KH LQFRPH DSSURDFK XVHV YDOXDWLRQ WHFKQLTXHV WR
RQ WKH YDOXH LQGLFDWHG E\ FXUUHQW PDUNHW H[SHFWDWLRQV DERXW WKRVH IXWX
UHTXLUHG WR UHSODFH DQ DVVHW

'KHQ DYDLODEOH WKH *URXS XVHV TXRWHG PDUNHW SULFHVX®RR K& W B URH@HSW KFHD I
ZLOO PHDVXUH IDLU YDOXH XVLQJ YDOXDWLRQ WHFKQLTXHV WKDW XVH ZKHQ SRVVLE
LQWHUHVW UDWHV DQG FXUUHQF\ UDWHV 7KH *URXS GLG QRW KDYH DQ\ ILQDQFLDO L
'"HFHPEHU DQG

7KH *URXISQDQFLDO LQVWUXPHQWY FRQVLVW SULQFLSDOO\ RI FDVK VKRUW WHUP GHE
SD\DEOH DQG FHUWDLQ DFFUXHG H[SHQVHV 7KH UHFRUGHG YDOXHV RI FDVK DFFRXQ
DFFUXHG H[SHQVHV DUH UHFRUGHG DW FRVW ZKLFK DSSUR[LPDWHV IDLU YDOXH

&RPPLWPHQWY DQG FRQWLQJHQFLHYV
D 2SHUDWLQJ OHDVH FRPPLWPHQWYV

7KH *URXS OHDVHV IDFLOLWLHV LQ WKH 35& XQGH U HYRQMD G B WG®D BD P RO WWDX\QL®H UO
D VWUDLJKW OLQH EDVLV RYHU WKH SHULRGV Rl WKH UHVSHFWLYH OHDVHYV

7TRWDDFRIUHQWDO H[SHQVHV XQGHU DOO RSHUDWLQJ OHDVHV ZHUH 50% 50% DQ@
UHVSHFWLYHO\
$V RI '"HFHPEHU IXWXUH PLQLPXP SD\PHQWV XQGHU QRQ FDQFHOODEOH RSHUD\

211 LFHQWDO
50%

DQG WKHUHDIWHU

E &DSLWDO FRPPLWPHQW
$V RI '"HFHPEHU WKH *URXS GLG QRW KDYH DQ\ FDSLWDO FRPPLWPHQW

F /LWLIJDWLRQ

7KH *URXS LV QRW FXUUHQWO\ D SDUW\ WR QRU LV DZDUH RI DQ\ OHJDO SURIHFMGRQ
*URXSEXVLQHVYV ILQDQFLDO FRQGLWLRQ UHVXOWY RU RSHUDWLRQV RU FDVK IORZYV

)
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$00 DPRXQW LQ WKRVDQGVSHUGBRED VKDAHVY RWKHUZLVH VWDWHG

6XEVHTXHQW HYHQWYV
7KH *URXS HYDOXDWHG VXEVHTXHQW HYHQWYV WKURXJK $SULO ZKLFK ZDV WKH

2Q 0ODUFK WKH *URXS JUDQWHG UHVWULFWHG VREFUR WORY.MVGRAMR RO LOKIE OB
UHVWULFWHG VKDUH XQLWY DW WKH JUDQW GDWH ZDV 86 SHU VKDUH

5HVWULFWHG QHW DVVHWYV

5SHOHYDQW 35& ODZV DQG UHJXODWLRQV SHUPLYE \SIDGP B Q WHN RI QG YWIGH Q GV EQ MRUS RW
UHWDLQHG HD DQLHEWHIUPRLQHG LQ DFFRUGDQFH ZLWK 35& DFFRXQWLQY VW BQICODLUDGN. H
9,(V LQ WKH 35& DUH UHTXLUHG WR DQQXMDJ\LDFRPRISW RDWHIH V VRD WHKW R U \ QIHH\® HDU W & U
GLYLGHQGVY XQOHVV VXFK UHVHUYH IXQGV KDYH UHDFKHG RI WKHLU UHVSHFWLYH
UHJXODWLRQW VWEKWLELPXSHY DQG WKH 9,(V LQFRUSRUDWHG LQ WKH 35& DUH UHVWUL
&RPSDQ\ HLWKHU LQ WKH IRUP RI GLYLGHQGYV ORDQV RU DGYDQFHV ZKLFK UHVWULF)\
50% DQG 50% DV RI '"HFHPEHIQG UHV SHKHW HYBIGN WRFEVI EHWZHHQ 86 *$$3 DQG
VWDQGDUGY LQ FRQQHFWLRQ ZLWK WKH UHSRUWHG QHW DVVHWV RI WKH OHJDOO\ RZ
QRW UHTXLUH DQ\ VXFK GLYLGHQGV ORDQV RU DGYDQFHV IURP WKH 35& HQWLWLHV |
UHTXLUH DGGLWLRQDO FDVK UHVRXUFHV IURP WKHP GXH WR FKDQJHV LQ EXVLQHVV F
SD\ GLYLGHQGYV RU GLVWULEXWLRQV WR RXU VKDUHKROGHUV ([FHSW IRU WKHWERYH
VXEVLGLDULHY DQG WKH 9,(V WR VDWLVI\ DQ\ REOLJDWLRQV Rl WKH &RPSDQ\

7KH &RPSDQ\ SHUIRUPHG D WHVW RQ WKH UHVWULFWHG QHW DVVHWYV RI FRQVROLGDW
5HIXODWLRQ 6 ; 5XOH H *HQHUDO 1RWHV WR )LQDQFLDO 6WDWHPHQWY DQG F
FRQVROLGDWHG QHW DVVHWYV RI WKH &RPSDQ\ DV RI '"HFHPEHU DQG WKH FRQGH

)



([KLELV
/ILVW RI 6LIJQLILFDQW 6XEVLGLDULHYV

-XULVGLFWLRQ RI

1DPH LQFRUSRUDWLRQ 5HODWLRQVKHS IALWWKDWMH U

"XRZDQ (QWHUWDLQPHQW &RUS %9, :KROO\ RZQHG VXEVLGLDU\

1HROWVNV ,QF &D\PDQ:KROO\ RZQHG VXEVLGLDU\
,VODQGYV

1HROWNV /LPLWHG +RQJ .ROQKROO\ RZQHG VXEVLGLDU\

*XDQJ]JKRX +XDQMX 6K HFKIQ RORUWPORPLFRON Y /LBBBHG:KROO\ RZQHG VXEVLGLDU\
+XDQMX 6HHKEDRORI\ %HLMLQJ &RPSDQ\ /LPLVBE& :KROO\ RZQHG VXEVLGLDU\
=KXKDL 'XRZDQ ,QIFKUFPRODONRIR@ERPSDQ\ /LPLWHG35& :KROO\ RZQHG VXEVLGLDU\
%HLMXQ@D BFLHQGFKQ@RGRI\ &RPSDQ\ /LPLWHG 35& 9DULDEOH LOQWHUHVW HQWLW\
*XDQJ]KRX +XDGXRFKIQDRDRUN &RPSDQ\ /LPLWH®&5& 9DULDEOH LOQWHUHVW HQWLW\
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7KLV &RGH Rl %XVLQHVV &R®GXFRQMDA QW KIHQYH WKHJIJXLGHOLQHV IRU FRQGXFWLQJ W
DQG LWV VXEVLGLDVUKRY SPREREFUWMWHQW ZLWK WKH KLIKHVW VWDQGDUGV RI EXVLQHVV
WKH PHDQLQJ RI 6HFWLRQ RI WKH 6DUEDQHYV 2[OH\ $FR WKH H DAHIQ W KW KU X O&-R/G S URHPTOO
UHTXLUHG E\ FRPPHUFLDO SUDFWLFH RU DSSOLFDEOH ODZV UXOHV RU UHJXODWLRQV Zt

7KLV &RGH LV GHVLJQHG WR GHWHU ZURQJGRLQJ DQG WR SURPRWH

KRQHVW DQG HWKLFDO FRQGXFW LQFOXGLQJ WKH HWKLFDO KDQGOLQJ RI DFWXDC

IXOO DPEYUDWBQWDLDPH®NUVWDQGDEOH GLVFORVXUH LQ UHSRUWY DQG GRFXPHQW!
([FKDQJH &RPPLYVERDQWKIY RWKHU SXEOLF FRPPXQLFDWLRQV PDGH E\ WKH &RPSTL

FRPSOLDQFH ZLWK DSSOLFDEOH ODZV UXOHV DQG UHJXODWLRQV
SURPSW LOQWHUQDO UHSRUWLQJ RI YLRODWLRQV RI WKH &RGH DQG
DFFRXQWDELOLW\ IRUDGKHUHQFH WR WKH &RGH

., $33/,&%%,/,7<

7KLV &RGH DSSOLHVIIWR D\O O @3 WIPB\WRUWVHARRWWKH WKMS ZRUN IRU WKH &RPSDQ\ RQ C
WHPSRUDU\ ED WIP\SE OHRIIAKG F® O OMIEWSEPROHBMUWDLQ SURYLVLRQV Rl WKH &RGH D SHEGHUSIH
ILQDQFLPKMURQLRU ILBBARRHVRIREB BWHVLGHQWY DQG DQ\ RWKHU SHUVRQV ZKR SWNWI®RURPUYV I
RIILFHUQG FRO OHAMQLYRIWRIILFHUV

7KH %RDUG RI 'LUHFWRUVW/RIDWE&B\WRBSB QQ WWHMEHSAKKH 1& R FOEBEAHDM W KH &IRFFHSUDO L@ MK B
WKERPSOLDQFH 2IIARHWKKDYH DQ\ TXHVWLRQV UHJDUGLQJ WKH &RGH RU ZRXOG OLNH WRH
DW RU H PDLO KFIRPPDW MXEDR#\\

., &21)/,&76 2) ,17(5(67



,GHQWLI\LQJ &RQIOLFWV Rl ,QWHUHVW

$ FRQIOLFW RI LQWHUHVWWBEBEBXYPWHKHQWRWHPSORHHHUIHUHY RU DSSHDUV WR LQWH
ZKROH $Q HPSOR\HH VKRXOG DFWLYHO\ DYRLG DQ\ S UDLEIDOKNVL @MRHAHY W QNN R W IPOW HB SV
GLLFXOW WR SHUIRWERVUKNHREMHIFWEHWHYH OQYCQGHHUIDO WKH IROORZLQJ VKRXOG EH FRQVLGH!

&RPSHWLQJ RWMRSHO/RAHH PD\ EH HPSOR\HG E\ D EXVLQHVV WKDW FRPSHWHV ZLWK

RSSRUWXQLW\ WKDW ZRXOG RWKHUZLNM® HFSDYD HE DEIOH RVRH WK D EXERQEOIWVW QRISGH U
EXVLQHVV WKURXJK WKWH SXORISIRUIWR K ADRIPEE@ RU SRVLWLRQ WKH HPSOR\HH PXVW IL
&RPSDQ\ EHIRUH SXUVXLQJ WKH RSSRUWXQLW\ LQ \RXU LQGLYLGXDO FDSDFLW\

)LODQFLDO ,QWHUHVWYV
L 1R HPSOR\HH PD\ KDYH DQ\ ILQDQFLDO LQWHUHVW RZQHUVKLS RU RWKHU:

PHPEHW DQ\ RWKHU EXVLQHVV RU HQWEWYV IW KE/HEPHEQ RABHIAD! § WH DRE YGEXUW HIDW
&RPSDRY UHTXLUHYV WKH HPSOR\HH WR GH YRR MLLPH KR UWW BB WIKH &KIFE

LL 1R HPSOR\HH PD\ KROG DQ\ RZQHUVKLS LQWHUHVW LQ D SULYDWHO\ KHOG

LLL$SQ HPSOR\HH PD\ KROG XS WR RZQHUVKLS LOQWHUHVW LQ D SXEOLFO\ WL
WKDW LI WKHRZRSORAKIHS LOQWHUHVW LQ VXFK SXEOLFO\ WUDGHG FRPSDQ\
UHSRUW VXFK RZQHUVKL$ MR WKH &RPSOLDQFH 21

LY 1R HPSOR\HH PD\ KROG DQ\ RZQHUVKLS LQWHUHVW LQ D FRPSDQ\ WKDW KI
GXWLHV DW WKH &RPSDQ\ LQFOXGH PDQEXMADRYWNEBDWLR@\I KK &RRS)
Y 1RWZLWKVWDQGLQJ WKH RWKHU SURYLVLRQV RI WKLV &RGH
D D GLUHFWRU RU DQ\ LPPHGLDWH IDPLO\'PHPERU R I| VEE BDVGHHUPHRW RRJ DFJ

LPPHGLDWH IDPLO\ PHPHHRHRI ¥FREWINEHIRHIRIPDD WRIWLQXH WR KROG KL
RWKHU ILQDQFLDO LQWHUHYV@WHNIWH & X% K WIKONWRU HQWLW\ DQ



ZDV PDGH RU REWDLQHG HLWKHU [ EHIRUH WKH &RPSDQ\ LQYHVWH(
\ EHIRUH WKH GLUHFAMRV RUQMBMRH & RPSDQ\ IRU WKH DYRLGDQFH RI Gl
KDG QRW DOUHDG\ LQYHVWHG LQ RU RWKHUZLVH EHFRPH LQWHUHNVWHIG MK
WKH &RPSDQ\ RU

PD\ LQ WKH IXWXUH EH PDGH RU REWMDHSQHRY [EG HACK W GDLW HORW RAK IR W V P
ILQDQFLDO LQWHUHVW LV PDGH RU REWDLQHG WKH &RPSDQ\ KDV QRW \HV

SURYLGHG WKDW VXFKLBEHUHRRKDBOW KBU WHIRWRH \R¥YIFK LQYHVWPHQW RU RWKH

E DQ LQOWHUHVWHGIIGAHIHFWROOGRUMHQLRUWRRP SDUWLFLS DIWIHQN LRI BVE\HG
UHODWLQJ WR DQ ,QWHUHVWHG %XVLQHVV DQG VKDOO QRW EH LQYROYHG
%XVLQHVV DQG

F EHIRUH DQ\ILOUBDMHRRWGLDWH L LQYHVWY RU RWKHUZLVH DFTXLUHYV
EXVLQHVV RU HOQOWLW\ WKDW LV LQ FRPSHWLWLRQ ZLWK WKH &RRBDUHOBW
VHQLRBHU VKDOO REWDLQ SULRU DSSURYDO IURP WKH $XGLW &RPPLWWHEF

JRU SXUSRVHV RI WKLV &RGH D FRPSDQ\ RU HQWLW\ LV GHHPHG WR EH NQEXKR®H
SURYLGLQJ SULYDWH HGXFDWLRQDO VHUYLFHV DQG RU DQ\ RWKHU EXVLQHVV LQ ¢

/IRDQV RU 2WKHIDDNWOPORWRILBSDR\HH PD\ REWDLQ ORDQV RU JXDUDQWHHYV RI SHUVR
ILQDQFLDO WUDQVDFWLRQ ZLWK DQ\ VFRBSDQM W RDW RV SIH WDAR/ULBDIOBVKDV. @ IR PGRUQY
OHQJWK WUDQVDFWLRQV ZLWK UHFRJQL]J]HG EDQNVY RU RWKHU ILQDQFLDO LQVWLW.

6HUYLFH RQ %RDUGVIBQHP 8 RPHMW WKIBIOO VHUYH RQ D ERDUG RI GLUHFWRUV RU WL
QRWSBRILW ZKRVH LOQWHUHVWY FRXOG UHDVRQDEO\ EKPI3CRI\FHMN G° XW\RWF R R WCOLLFQV S
%RDUG EHIRUH DFFHSWLQJ DQ\ VXFK ERDUG RU FRPPLWWHH SRVLWLRQ 7KH &RPSI
ZKHWKHU DQV HRSORWHHLQ VXFK SRVLWLRQ LV VWLOO DSSURSULDWH

7KH DERYH LV LQ QR ZzD\ D FRPSOHWH OLVW RI VLWXDWLRQV ZKHUH FRQIOLFWYV RI LQ!
DVVHVVLQJ D SRWHQWLDO FRQIOLFW RI LQWHUHVW VLWXDWLRQ QRW VSHFLILFDOO\ DGGL



.,V WKH DFWLRQ WR EH WDNHQ OHJDO"
, VLW KRQHVW DQG IDLU"
, VLW LQ WKH EHVW LQWHUHVWYV RI WKH &RPSDQ\"

'LVFORVXUH RI &RQIOLFWV RI ,QWHUHVW

7KH &RPSDQ\ UHTXLUHVY WKDW HPSOR\HHV IXOO\ GLVFORVH DQ\ VLWXDWLRQV WKDW F
VXVSHFWYV WKDW KH RU VKH KDV D FRQIOLFW RI LQWHUHVW RU D VLWXDWLRQ WKDW RWK
LPPHGLDWHO\ WR WKHH&R@ISOAIFWOMFRI2ZLQWHUHVW PD\ RQO\ EH ZDLYHG E\ WKH %RDUG RU
GLVFORVHG WR WKH SXEOLF WR WKH H[WHQW UHTXLUHG E\ ODZ DQG DSSOLFDEOH UXOHV

)DPLO\ OHPEHRBRUYND QG :

7KH DFWLRQV RI IDPLO\ PHPEHUV RXWVLGH WKH ZRUNSODFH PD\ DOVR JLY H/ RENHHWW® L
PDNLQJ GHFLVLRQV RQ EHKDOAHPIEWKHRE& DRASPROO RMHHQWHUHVWHG LQ GRMXHEKWILWH VY DZ
HQWHU LQWR RU FRQWLQXH WKH EXVLQHVYV UHODWLRQVKLS DQG WKH WHUPV DQG FRQGL)
WKDW ZRXOG DSSO\ WR DQ XQUHODWHG SDUW\ VHHNLQJ WR GR EXVLQHVV ZLWK WKH &RP

(PSOR\HHV VKRXOG UHSRUW DQ\ VLWXDWLRQ LQYROYLQJ IDPLO\ PHPEHUV WKDW FRXO
RU WKH &RPISGHIBQFEXUSRVHY Rl WKLV &RGH IDPLO\ PHPERIUOA RQ F BN BENBR RV SEWNIHERD H(
ODZV DQG FKLOGUHQ

L9 *)76 $1' (17(B$,10(17

7KH JLYLQJ DQG UHFHLYLQJ Rl DSSURSULDWH JLIWV PD\ EH FRQVLGHUHG FRPPRQ EXV
FRXUWHVLHV GHVLJQHG WR EXLOG UHODWLRQVKLSV DIQGWXQIEAIE \HV) DVHBLVOD L DPRIQIVEXK/R B (
FRPSURPLVH DWQDELSAMHWR PDNH REMHFWLYH DQG IDLU EXVLQHVV GHFLVLRQV

W LV WKH UHVSRQVLELOLW\ Rl HPSOR\HHV WR XVH JRRG MXGJPHQW LQ WKLV DUHD $
FXVWRPHUV RU VXSSOLHUV RQO\ LI WKH JLIW RU HQWNUNDLQPBIQW LY D RPRPE DLI® PR X |
RI DQ\ DFWLRQ E\ WKH UHFLSLHQW $00 JLIWV DQG HQWHUWDLQPHQW H[SHQVHV PDGH R(

H HQFRXUDJH HPSOR\HHV WR VXEPLWKLOMWYWHNVHQRWGP /RCWKHRERWIRDQXEPLW VPDOC
VXEPLWWHG LPPHGLDWHO\ WR WKH DGPLQLVWUDWLRQ GHSDUWPHQW RI WKH &RPSDQ\



%ULEHYV DQG NLFNEDFNV DUH FULP L Q0 HPROR \ N WIB KBAWOH FBARFRBILIFEWVRG BMH OHDLZY H D Q\
DQ\ZKHUH LQ WKH ZRUOG

9 )&3 &203/,$1&(

7KH 8 6 )RUHLJQ &RUUXSW 38DRWILEFHVVSEMYLQJ DQ\WKLQJ RWRLRRR B VGUUIREWQI R U R
SROLWLFDO FDQGLGDWHV LQ RUGHU WR REG/MPHY RRWI R YO\ @ LECERVQH RV EK \& RRBDFRVERQVRU
RIHQVH XQGBKLF&S WKH &RPSDQ\ LV VIXEWIHFW 7WRR HA SIGIR\ MK MKDOO JLYH RU DXWKRUL]JH GL
JRYHUQPHRIW RV R DK LERX BKER)EE LQ FHUWDLQ OLPLWHG FLUFXPVWDQFHVY DOORZ QRP|
PXVW EH GLVFXVVHG ZLWK D QWG \DXSSHIRYLH/®R B \LRQDIGK DPOQEWHEHIRUH LW FDQ EH PDGH

9, 3527(&7,21 $1' 86( 2) &808 $66(76
(PSOR\HHV VKRXOG SUWRW M ¥ WWWK B QSR IEFREHTUM XWKHH LRIUHO H J L W L P DRAKHH IBAK VIE QBN @ HSHDMUSHRY
GLUHFW LPSDFW R WRIHWIRIPISMA R WKH IXQGV RU DNMWWM URIRUKSIHORRED® JDLQ RU QRV
SXUSRVH LV VWULFWO\ SURKLELWHG
7R HQVXUH WKH SURWHFWLRQ DWQDBVYHRGH UHBRFK R P SUXRI R VKIRK\O G
([HUFLVH UHDVRQDEOH FDUH WR SUHYHQW WKHIW GDPDJH RU PLVXVH RI &RPSDQ\
3URPSWO\ UHSRUW DQ\ DFWXDO RU VXVSHFWHG WKHIW GDPDJH RU PLVXVH RI &RP
6DIHJXDUG DOO HOHFWURQLF SURJUDPV GDWD FRPPXQLFDWLRQV DQG ZULWWHQ
8VH &RPSDQ\ SURSHUW\ RQO\ IRU OHJLWLPDWH EXVLQHVV SXUSRVHV
(IFHSW DV DSSURYHG LQ DGYDQIEHHY WK H K KH H)LQDFRAWVDOHEERP 8BRS DQ\ SURKLELWYV ¢
GLUHFWO\ RU WKURXJK WUDGH DVVRFLDWLRQ2URKDBL VPG GR\GIHWR @ DEH K B Q WRIIL BKWM L&RRP
DQ\ FRQWULEXWLRQ@VIRQ GWK R & RWKHQ\ DVVHWY IRU SROLWLFDO SXUSRVHV
HQFRXUDJLQJ LQGLYLGXDO HPSOR\HHV WR PDNH DQ\ VXFK FRQWULEXWLRQ DQG
UHLPEXUVLQJ DQ HPSOR\HH IRU DQ\ SROLWLFDO FRQWULEXWLRQ

9,, ,17(//(&78$/ 3523 (B< $1' &21),'(17,$/,7<

$00 LQYHQWLRQV FUHDWLYH ZRUNV FRPSXWHU VRIWZDUH DQG WHFKQLFDO RU W
HPSORAMBEKWLHY RU SULPDULO\ WKUWRXDMYMWM RYHIR NV RXKHFERPSOL@H ZRUNLQJ DW W
&RPSDQ\



(PSOR\HHV VKRXOG PDLQWDLQ WKH FRQILGHQWLDOLW\ RI LQIRUPDWLRQ HQWUXVW
UHODWLRQV H[FHSW ZKHQ GLVFORVXUH LV DXWKRUL]J]HG RU OHJDOO\ PDQGDWHG
WR FRPSHWLWRUV RU KDUPIXO WR WKH FRPSDQ\ RU LWV FXVWRPHUV LI GLVFORYV

7KH &RPSDQ\ PDLQWDLQV D VWXLAW F R Q| MEGVSQWRHRD HP'S 6 R ORLHFQ W WK M/ I R\SKOHR &HRHP §/1
ZLWK DQ\ DQG DOO ZULWWHQ RU XQZULWWHQ UXOHV DQG SROLFLHV FRQFHUQLQJ
FRQILGHQWLDOLW\ DSSOLFDEOH WR WKH HPSOR\HH

,Q DGGLWLRQ WR IXOILOOLQJ WKH UHVSRQVLELODW LHHR/S DRVRF \DDID® ZLRWK KILW KR
WKH &RPSDQORORVH DQQRXQFH RU SXEOLVK WUDGH VHFUHWYV RU QRRUK M K DFIRA) D@ HH®
FRQILGHQWLDO LQIRUPDWLRQ RXWVLGH WKH FRXUVH Rl KLV GXWLHV WR WKH &RP¢

(YHQ RXWVLGH WKH ZRUN HQYLURQPHQW DQ HPSOR\HH PXVW PDLQWDLQ YLJLODQ
RU LWV EXVLQHVV EXVLQHVV DVVRFLDWHV RU HPSOR\HHV

$Q HPSORGKW\ RI FRQILGHQWLDOLW\ ZLWK UHVSHFW WR WKH FRQILGHQWLDO ¥QIR
HPSOR\PHQW ZLWK WKH &RPSDQ\ IRU DQ\ UHDVRQ XQWLO VXFK WLPH DV WKH &RPS
EHFRPHY DYDLODEOH LQ WKH SXEOLF VSKHUH WKURXJK QR IDXOW RI WKH HPSOR\}

8SRQ WHUPLQDWLRQ RI HPSOR\PHQW RU DW VXFK WLPH DV WKH &RPSDQ\ UHTXHV\
H[FHSWLRQ LQFOXGLQJ DOO IRUPV RI PHGLXP FRQWDLQLQJ FRQILGHQWLDO LQIRU

9,,,$&&85%&< 2) ),1%$1&,$/ 5(@B%1' 27+(5 38%/,& &200871,&%6

8SRQ WKH FRPSOHWLRQ QU WL EIRXEIODLHFBKRH &RPSDQ\ ZLOO EH UHTXLUHG WR UHSRUW L
DERXW LWV EXVLQHVV WR WKH SXEWWSROIQF3 WRHSBRP SWA\VGWKXHORRMSDREXUDWH DQG FRP
FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV (PSOR\HHV PXVW VWULFWO\ FRPSO\ ZLWK DO
UHSRUWLQJ RI WUDQVDFWLRQV HVWLPDWHY DQG IRUHFDVWY ,QDFFXUDWH LQFRPSOHW!
UHVXOW LQ OHJDO OLDELOLW\



(PSOR\HHV VKRXOG PWER@GURPEWARUHSRUW DQ\ SRVVLELOLW\ RI LQDFFXUDWH RU LQ
WR

JLQDQFLDO UHVXOWYV WKDW VHHP LQFRQVLVWHQW ZLWK WKH SHUIRUPDQFH RI WK}
7TUDQVDFWLRQV WKDW GR QRW VHHP WR KDYH DQ REYLRXV EXVLQHVYVY SXUSRVH DC(
S5HTXHVWV WR FLUFXPYHQW RUGLQDU\ UHYLHZ DQG DSSURYDO SURFHGXUHYV

7KH &RPSDMHQLRU IILFBIQNLDQGRRWKHU HPSOR\HHV ZRUNLQJ LQ WKH ILQDQFH GHSDUW

&RPSDQAQDQFLDO GLVFORV¥XYHDWH HWXPKWONDIQG XQGHUVWDQGDEOH $Q\ SUDFWLFH RU
UHSRUWHG WR WKIHFRWRPSOLDQFH 21

(PSOR\HHVY DUH SURKLELWHG IURP GLUHFWO\ RU LQGLUHFWO\ WDNLQJ DQ\ DFWLRG H\&F
DXGLWRUV IRU WKH SXUSRVH RI UHQGHULQJ WKH ILQDQFLDO VWDWHPHQWY RI WKH &RPSI

LVVXLQJ RU UHLVVXLQJ DVUHQRQWLRQ WWDBVERPIEQWY WKDW LV QRW ZDUUDQWHG L(
*$$3 JHQHUDOO\ DFFHSWHG DXGLWLQJ VWDQGDUGY RU RWKHU SURIHVVLRQDO RU |

QRW SHUIRUPLQJ DXGLW UHYLHZ RU RWKHU SURFHGXUHV UHTXLUHG E\ JHQHUDOGO
QRW ZLWKGUDZLQJ DQ LVVXHG UHSRUW ZKHQ ZLWKGUDZDO LV ZDUUDQWHG XQGHU
QRW FRPPXQLFDWLQJ PDWWHUV UHTXLUHRGS$WE&LE\H SFRAPFPDYQW HBIWHG WR WKH &RPSDC

i &203%1< 5(&25'6

$FFXUDWH DQG UHOLDEOH UHFRW BXVRQH \FW ORL® ORWR WKH ERPSW @I LWV HDUQLQJV V
WKH SXEOLF NKMHRRPE®WDUH D VRXUFH Rl HYVHQWLDO GDWD WKDW JXLGHV EXVLQHVV G
QRW OLPLWHG WR ERRNLQJ LQIRUPDWLRQ SD\UROO WLPHFDUGY WUDYHO DQG H[SHQVH
HOHFWURQLF GDWD ILOHV DQG DOO RWKHU UHFRUGY PDLQWDLQHG LQ WKH RUGLQDU\ FR:

$00 &RPSDQ\ UHFRUGV PXVW EH FRPSOHWH DFFXUDWH DQG UHOLDEOH LQ DOO PDWH
HQWULHVY 8QGLVFORVHG RU XQUHFRUGHG IXQGY SD\PHQWV RU UHFHLSWV DUH VWULFWO
&RPSDQUHFRUGNHH$SQQAIPSRE®LAAH VKRXOG FRQWHHWLWKH &RP\SIOH KQFHDDI\ TXHVWLRQV UHJ



. &203/,$1&( :,7+ /% $1' 5(*8/$7,216

(DFK HPSOR\HH KDV DQ REOLJDWLRQ WR FRPSO\ ZLWK WKH ODZV RI WKH FLWLHV SUR
ZLWKRXW OLPLWDWLRQ ODZV FRYHULQJ FRPPHUFLDO EULEHU\ DQG NLFNEDFNOH FIRSADGL
UHFHLYLQJ JUDWXLWLHY HPSOR\PHQW KDUDVVPHQW HQYDOR & PRUQ WD\ B D B WGIF WLRIQ FRA
FRUSRUDWH DVVHWYV DQG IRUHLJQ FXUUHQF\ H[FKDQJH DFWLYLWLHV (PSOR\HHV DUH H[S
WKHLU SRVLWLRQVI W \WKRIXERPSODLYWY DERXW ZKHWKHU D FRXUVH RI DFWLRQ LV ODZIXO
2IILFHU

s ',6&5,0,1%,21 $1' +$5%$660(17

7KH &RPSDQ\ LV ILUPO\ FRPPLWWHG WR SURYLGLQJ HTXDO RSSRUWXQLW\ LQ DOO DVS
KDUDVVPHQW EDVHG WRHD UDFRHD BNAKIIAILWQ DO RULJLQ RU DQ\ RWKHU SURWHFWHG FODVV
&RPSOLDQFHUW2!I

e )$,5 '($/,1*

(DFK HPSOR\HH VKRXOG HQGHDYRU W K >GHDROP HOUL\W O X2 SAOK fiMK\H ERPSBQLWRUV DQG HF
DQ\RQH WKURXJK PDQLSXODWLRQ FRQFHDOPHQW DEXVH RI SULYLOHJHGS HQ ORUQRIDSWLIRFV

Taay F(SIT7T+ $1 63)(7<

7KH &RPSDQ\ VWULYHV WR SURYLGH HPSOR\HHV ZLWK D VDIH DQG KHDOWK\ ZRUN HQY
ZRUNSODFH IRU RWKHU HPSOR\HHV E\ IROORZLQJ HQYLURQPHQWDO VDIHW\ DQG KHDOWK
RU FRQGLWORQ¥H9RU WKUHDWY Rl YLROHQFH DUH QRW SHUPLWWHG

(DFK HPSOR\HH LV H[SHFWHG WR SHUIRUP KLV R UQRMUXEGHUWRKW K ISKORASDFH RQ DOV R
VXEVWDQFHV 7KH XVH RI LOOHJDO GUXJV RU RWKHU FRQWUROOHG VXEVWDQFHV LQ WKH

1,9 9,2/$7,216 2) 7T+( &2'(

$00 HPSOR\HHV KDYH D GXW\ WR UHSRUW DQ\ NQRZQ RU VXVSHFWHG YLRODWLRQ RIV
WR WKH &BASBQWLQJ D NQRZQ RU VXVSHFWHG YLRODWLRQ RI WKLV &XGHDEK) RPWHRY WIRC
UHSXWDWLRQ DQG LQWHJULW\ RI WKH &RPSDQ\ DQG LWV HPSOR\HHV

.l DQ HPSOR\HH NQRZV RI RU VXVSHFWV D YLR @HWBRQ\RIEW® LW \&WR & H. PLPW G VDWKH®&\ HURHE
2ILFHAKR ZLOO ZRUN ZLWK WKH HPSOR\HH WR LQYHVWLJDWH KLV RU KHU FRQFHUQ $00 T
ZLWK VHQVLWLYLW\ DQG GLVERHWDRG WKH &RPSO DD ZEW @RSURBHEW LW RHWAPS R RVKH H[WF
ODZ DQG WKM QRPISDWR LQYHVWL FIRWQFHWIQH HPSOR\HH



W LV WKHV&BRSGDRWWKDW DQ\ HPSOR\HH ZKR YLRODWHY WKLV &RGH ZLOO EH VXEMHF!
XSRQ WKH IDFWV DQG FLUFXPVWDQFHV RIVHERREGXEFWW ILFX.OD G RHW ® B W LIRRQP SEI) A P& ®& RWHKHH
FRQVHTXHQFHV IRU ERWK WKH HPSOR\HH DQG WKH &RPSDQ\

7KH &RPSDQ\ VWULFWO\ SURKLELWY UHWDOLDWLRQ DJDLQVW DQ HPSOR\HH ZKR LQ JI
LQIOLFWLQJ UHSULVDO RU UHWDOLDWLRQ DJDLQVW DQRWKHU HPSOR\HH IRU UHSRUWLQJ
RI HPSOR\PHQW

79 1 $,9(56 2) 7T+( &2'(

:DLYHUV RI WKLV &RGH ZLOO EH JUDQWHG RQ D FDVH E\ PDVHBDRLWER DG &OXH PQ\HH}
%RDUG RU WKH DSSURSULDWH FRPPLWWHH Rl WKH %RDUG DQG PD\ EH SURPSWO\ GLVFO
1DVGDT

79, &21&/86,21

7KLV &RGH FRQWDLQV JHQHUDO JXLGHOLQHV IRU FRQGXFWLQJ WKH EXVLQHVV RI WKH
KDYH DQ\ TXHVWLRQV DERXW WKHVH JXLGHOLIGHM M[ISH\FWKB®O GH P R Q RABIFW W RHD &RKMIIGIL I
VHSDUDWHO\ UHVSRQVLEOH IRU KLV RU KHU DFWLRQV &RQGXFW WKDW YLRODWHV WKH O
VRPHRQH LQ KLJKHU PDQDJHPHQW SRVLWLRQV ,I DQ HPSOR\HH HQJDJHV LQ FRQGXFW SU
RXWVLGH WKH VFRSH RI \RXU HPSOR\PHQW 6XFK FRQGXFW ZLOO VXEMHFW WKH HPSOR\HI



([KLELW

&HUWLILFDWLRQ E\ WKH 3ULQFLSDO ([HFXWLYH 2IILFHU
3IXUVXDQW WR 6HFWLRQ RI WKH 6DUEDQHYV 2[OH\ $FW RI
, 'DYLG ;XHOLQJ /L FHUWLI\ WKDW
, KDYH UHYLHZ WKLY DQQXDO UHSRUW RQ )RUP ) Rl << ,QF

%DVHG RQ P\ NQRZOHGJH WKLY UHSRUW GRHV QRW FRQWDLQ DQ\ XQWUXH VWDWHPH(
VWDWHPHQWY PDGH LQ OLJKW RI WKH FLUFXPVWDQFHYV XQGHU ZKLFK VXFK VWDWHPH

%DVHG RQ P\ NQRZOHGJH WKH ILQDQFLDO VWDWHPHQWY DQG RWKHU ILQDQFLDO LQI
FRQGLWLRQ UHVXOWYV RI RSHUDWLRQV DQ®& KB\VSIHULRLGW RBIUWMKH GWRGSDLIA) WY LIRM UHG® U

7KH FRP$IROAMKHU FHIAMUIWQD@®E , DUH UHVSRQVLEOH IRU HVWDEOLVKLQJ DQG PDLQWEL
$FW 5XOHV D H DQG G H DQG KDYH

D 'HVLJQHG VXFK GLVFORVXUH FRQWUROV DQG SURFHGXUHV RU FDXVHG VXFK G|
HQVXUH WKDW PDWHULDO LQIRUP@®RMODRGEL Q 5 @ /W LKRIQW R OLGID WRBSWDXEVLGLDULHY LV P
SDUWLFXODUO\ GXULQJ WKH SHULRG LQ ZKLFK WKLY UHSRUW LV EHLQJ SUHSDUHG

E >LQWHQWLRQDOO\ RPLWWHG@

F (YDOXDWHGMWKHOHNY RV WKWHWHFPRFXNG\FRQWUROV DQG SURFHGXUHY DQG SUHVH
HIHFWLYHQHVY RI WKH GLVFORVXUH FRQWUROV DQG SURFHGXUHV DV RI WKH HQG RI

G 'LVFORVHG LQ WKLV UHSR UW LI HAK@IA H R Q WWUKRHD FRRPHSWD QLQDQFLDO UHSRUWLQ
DQQXDO UHSRUW WIKIFW K® V RAD WAH U HD® & \Q D EHDR VO LW K B8YPRG@\SFEDQAHDUOL BRQWDIRO RYHU L

7KH FRP$BROMKHU FHIAMUIWQDQ@G , KDYH GLVFORVHG EDVHG RQ RXU PRVW UHFHQW HYI
FRPSIWQDXGLWRUYV DQG WKH DXGLW FRPPGWW IH I”RH AWKRHU ¥ RREDSHUVRQV SHUIRUPLQJ W

D $00 VLJQLILFDQW GHILFLHQFLHY DQG PDWHULDO ZHDNQHVVHYV LQ WKH GHVLJQ
OLNHO\ WR [HFY\HW\KHHOR BDES D QW\ WR UHFRUG SURFHVV VXPPDUL]JH DQG UHSRUW ILQD(

E $Q\ IUDXG ZKHWKHU RU QRW PDWHULDO WKDW LQYROYHV PDQDJHPHQ@WHURD
RYHU ILQDQFLDO UHSRUWLQJ

'DWH $SULO

%\ V 'DYLG ;XHOLQJ /L
IDPHDYLG ;XHOLQJ /L
TLWO&KLHI ([HFXMWFIHYWH 21




([KLELW

&HUWLILFDWLRQ E\ WKH 3ULQFLSDO )LQDQFLDO 2IILFHU
3IXUVXDQW WR 6HFWLRQ RI WKH 6DUEDQHYV 2[OH\ $FW RI
, (ULF +H FHUWLI\ WKDW
, KDYH UHYLHZHG WKLY DQQXDO UHSRUW RQ )RUP ) Rl << ,QF

%DVHG RQ P\ NQRZOHGJH WKLY UHSRUW GRHV QRW FRQWDLQ DQ\ XQWUXH VWDWHPH(
VWDWHPHQWY PDGH LQ OLJKW RI WKH FLUFXPVWDQFHYV XQGHU ZKLFK VXFK VWDWHPH

%DVHG RQ P\ NQRZOHGJH WKH ILQDQFLDO VWDWHPHQWY DQG RWKHU ILQDQFLDO LQI
FRQGLWLRQ UHVXOWYV RI RSHUDWLRQV DQ®& KB\VSIHULRLGW RBIUWMKH GWRGSDLIA) WY LIRM UHG® U

7KH FRP$IROAMKHU FHIAMUIWQD@®E , DUH UHVSRQVLEOH IRU HVWDEOLVKLQJ DQG PDLQWEL
$FW 5XOHV D H DQG G H DQG KDYH

D 'HVLJQHG VXFK GLVFORVXUH FRQWUROV DQG SURFHGXUHV RU FDXVHG VXFK G|
HQVXUH WKDW PDWHULDO LQIRUP@®RMODRGEL Q 5 @ /W LKRIQW R OLGID WRBSWDXEVLGLDULHY LV P
SDUWLFXODUO\ GXULQJ WKH SHULRG LQ ZKLFK WKLY UHSRUW LV EHLQJ SUHSDUHG

E >LQWHQWLRQDOO\ RPLWWHG@

F (YDOXDWHGMWKHOHNY RV WKWHWHFPRFXNG\FRQWUROV DQG SURFHGXUHY DQG SUHVH
HIHFWLYHQHVY RI WKH GLVFORVXUH FRQWUROV DQG SURFHGXUHV DV RI WKH HQG RI

G 'LVFORVHG LQ WKLV UHSR UW LI HAK@IA H R Q WWUKRHD FRRPHSWD QLQDQFLDO UHSRUWLQ
DQQXDO UHSRUW WIKIFW K® V RAD WAH U HD® & \Q D EHDR VO LW K B8YPRG@\SFEDQAHDUOL BRQWDIRO RYHU L

7KH FRP$BROMKHU FHIAMUIWQDQ@G , KDYH GLVFORVHG EDVHG RQ RXU PRVW UHFHQW HYI
FRPSIWQDXGLWRUYV DQG WKH DXGLW FRPPGWW IH I”RH AWKRHU ¥ RREDSHUVRQV SHUIRUPLQJ W

D $00 VLJQLILFDQW GHILFLHQFLHY DQG PDWHULDO ZHDNQHVVHYV LQ WKH GHVLJQ
OLNHO\ WR [HFY\HW\KHHOR BDES D QW\ WR UHFRUG SURFHVV VXPPDUL]JH DQG UHSRUW ILQD(

E $Q\ IUDXG ZKHWKHU RU QRW PDWHULDO WKDW LQYROYHV PDQDJHPHQ@WHURD
RYHU ILQDQFLDO UHSRUWLQJ

'DWH $SULO

%\ V (ULF +H
1IDPH(ULF +H
7LWO&KLHI )LQDRFHDO 21




([KLELW

&HUWLILFDWLRQ E\ WKH 3ULQFLSDO ([HFXWLYH 2IILFHU
3IXUVXDQW WR 6HFWLRQ RI WKH 6DUEDQHYV 2[OH\ $FW RI

,Q FRQQHFWLRQ ZLWK WKH $QQXDO 5HSRUW RI << ,QF WKH &RPSDQ\ RQ )RUP ) IF
([FKDQJH &RPPLVVLRQ RQ WKH GDWH KHUHRI WKH S5HSRHW RI W KHK & ® P EB GEHQIY KD GW LW R
6HFWLRQ DV DGRSWHG SXUVXDQW WR 6HFWLRQ Rl WKH 6DUEDQHYV 2[OH\ $FW RI

7KH 5SHSRUW IXOO\ FRPSOLHV ZLWK WKH UHTXLUHPHQWYV RI 6HFWLRQ D RU G
7KH LQIRUPDWLRQ FRQWDLQHG LQ WKH 5HSRUW IDLUO\ SUHVHQWY LQ DOO PDWHU
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SXUVXDQW WR 6HFWLRQ RI WKH 6DUEDQHYV 2[OH\ $FW RI

,Q FRQQHFWLRQ ZLWK WKH $QQXDO 5HSRUW RI << ,QF WKH &RPSDQ\ RQ )RUP ) IF
([FKDQJH &RPPLVVLRQ RQ WKH GDWH KHUHRI W KLH H3H B R W\ HF & R EEROKYHD QK WHR ) L @ D6Q& L B
DGRSWHG SXUVXDQW WR 6HFWLRQ Rl WKH 6DUEDQHYV 2[OH\ $FW RI WKDW WR P\ NQ

7KH 5HSRUW IXOO\ FRPSOLHV ZLWK WKH UHTXLUHPHQWYV RI 6HFWLRQ D RU G
7KH LQIRUPDWLRQ FRQWDLQHG LQ WKH 5HSRUW IDLUO\ SUHVHQWY LQ DOO PDWHU
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*XDQJ]KRX

7KH 3HRSBIBXEOLF Rl &KLQD
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H UHIHU WR WKH DQQXDO UHSRUW RI WKH &RPSDQ\ RQ )RUP ) ILOHG SXUVXDQW WR 6H
WKRUP )

*H FRQVHQW WR WKH ILOLQJ Rl WKLV OHWWHU DV DQ H[KLELW WR WKH DQQXDO UHSRUW
LQFOXVLRQ WKHUHLQ RI WKH UHIHUHQFH WR RXU QD PH RWLRMJIH & D R DK ODQED @ QJ MSRL
DSSHDU

,Q JLYLQJ VXFK FRQVHQW ZH GR QRW KHUHE\ DGPLW WRDW KH & 8 H 6HH[BEXWMWWM. A VVWIKMWQ WKI
FDWHJRU\ RI SHUVRQV ZKRVH FRQVHQW LV UHTXLUHG XQGHU 6HFWLRQ Rl WKH 6HFXULW
WKHUHXQGHU
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'HDU 6LUV ODGDP

:H FRQVHQW WR WKH UHIHUHQFH WR RXU ILUP XQGHU WKH KHDGLQJV RI ,WHP ' 5LVN )D
$QQXDO 5HSRUW RQ )RUP ) IRU WKH \HDU HQGHG 'HFHPEHU ZKLFK ZLOO EH ILOHC

‘H DOVR FRQVHQW WR WKH UHIHUHQFH WR RXU ILUP LQ WKH IROORZLQJ VHQWHQFH X!
&RQVROLGDWLRQ

$V DGYLVHG E\ RXU 35& FRXQVHO =KRQJ /XQ /DZ )LUP WKH FRQWUDFWX®D QY& DYIMHPKD
WKH FRQWUDFWXDO DUUDQJHPHQWY DPRQJ %HLMLQJ +XDQMX 6KLGDL DIQUH*XDQUGKREL @ B
HQIRUFHDEOH DQG GR QRW YLRFMWMVH 35& ODZV FXUUHQWO\ LQ HI

:H FRQVHQW WR WKH ILOLQJ ZLWK WKH 6(& RIVWKQLY XDROQ ¥ H RV W HRAQMHRW B V D) Q R KA E H W HEB
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:H KHUHE\ FRQVHQW WR WKH LQFRUSRUDWLRQ E\ UHIHUHQFH LQ WKH 5HJLVWUDWLRQ 6W
UHODWLQJ WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ZKLFK DSSHDUV LQ WKLV |
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