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'‘DWH RI HYHQW UHTXLULQJ WKLV VKHOO FRPSDQ\ UHSRUW BBBB

&RPPLVVLRQ )LOH 1XPEHU
BBEBBBBBBBBBBBBBBBBBBBBBB

1$12%,27,; 6 $

([IDFW QDPH RI UHJLVWUDQW DV VSHFLILHG LQ LWV FKDUWHU
BBBBEBBBBBBBBBBBBBBBBBBBBB

JURFH
-XULVGLFWLRQ RI LQFRUSRUDWLRQ RU RUJDQL]DWLRQ

1IDQRELRWL[ 6 $
UXH GH :DWWLJQLHV
3DUDVUDQFH
$GGUHVV RI SULQFLSDO H[HFXWLYH RIILFHV

OU 3KLOLSSH ODXEHUQD
&KLHI )LQDQFLDO 2IILFHU
1IDQRELRWL[ 6 $
UXH GH :DWWLJQLHV
3DUDVDQFH
7HO YD
1DPH 7HOHSKRQH ( PDLO DQG RU )DFVLPLOH QXPEHU DQG $GGUHVV RI &R

6HFXULWLHY UHJLVWHUHG RU WR EH UHJLVWHUHG SXUVXDQW WR 6HFWLRQ E |

DVV 7UDGLQJ 6\PERO 1DPH RI HDFK H[FKDQJH RQ ZKLFK UHJLVWF

V HDIPK7UHSUHVHQDKMH. QDVGDT 6WRFN ODUNHW //&
DO YDOXH SHU

DO YDOXH SHU VKDKH 1DVGDT 6WRFN ODUNHW //&

1RW IRU WUDGLQJ EXW RQO\ LQ FRQQHFWLRQ ZLWK WKH UHJLVWUDWLRQ RI WKI



6HFXULWLHV UHJLVWHUHG RU WR EH UHJLVWHUHG SXUVXDQW WR 6HF!
1RQH

6BHFXULWLHV IRU ZKLFK WKHUH LV D UHSRUWLQJ REOLJDWLRQ SXUVXDQW
1RQH

BBBEBBBBBBEBBBBBBBBBBBBBBB

,QGLFDWH WKH QXPEHU RI RXWVWDQGLQJ VKDUHV RI HDFK RI WKH LVVXHUXV F
WKH FORVH RI WKH SHULRG FRYHUHG E\ WKH DQQXDO UHSRUW

2UGLQDU\ VKDUHVY QRPLQDO YDOXH DV FIH'WH KMHKBDRHHU

BBEBBBBBBBBBBBBBBBBBBBBBB

,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV D ZHOO NQRZQ VHDVRQHG LVV
<HVb 1Rd

,] WKLV UHSRUW LV DQ DQQXDO RU WUDQVLWLRQ UHSRUW LQGLFDWH E\ FKHFEN F
SXUXDOAMRG6HAMRQ RU G R \WWH 6 HRXUWV ( [ FKDQIH$ FWRI <Hvb 1Rd

1RWH O &KHFNLQJ WKH ER[ DERYH ZLOO QRW UHOLHYH DQ\ UHJLVWUDQW UHTXLU
WKH 6HFXULWLHV ([FKDQJH $FW RI IURP WKHLU REOLJDWLRQV XQGHU WKRVH

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG DOO UHSRU!
6HFXULWLHV ([FKDQJH $FW RI GXULQJ WKH SUHFHGLQJ PRQWKYV RU IRU VXF
UHTXLUHG WR ILOH VXFK UHSRUWYVY DQG KDV EHHQ VXEMHRMWIRKN XFK ILOLQJ

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLWWHG HOHFWU
VXEPLWWHG SXUVXDQW WR 5XOH RI 5SHIXODWLRQ 6 7 h R1I WKLY FKDSWHL
VXFK VKRUWHU SHULRG WKDW WKH UHJLVWUWMH@WMRODV UHTXLUHG WR VXEPLW VXF

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUDWH
DQ HPHUJLQJ JURZWK FRPSDQ\ 6HH GHILQLWLRQ RI UODUJH DFFHOHUDWHG ILOH
FRPSDQ\U LQ 5XOH E RI WKH ([FKDQJH $FW

/ D U JOAFHBIUDMG | LBUDb $ FFHEIDWMG | LB b
1RQ DFFHOHUDWHG ILOH (PHJICQY * IRZW &RP SDQ d

,1 DQ HPHUJLQJ JURZWK FRPSDQ\ WKDW SUHSDUHV LWV ILQDQFLDO VWDWHPHQW\
FKHFN PDUN LI WKH UHJLVWUDQW KDV HOHFWHG QRW WR XVH WKH H[WHQGHG WL
UHYLVHG ILQDQFLDO DFFRXQWLQJ VWDQGDUGYV P SURYLGHBG SXUVXDQW WR 6HFW

P 7KH WHUP UQHZ RU UHYLVHG ILQDQFLDO DFFRXQWLQJ VWDQGDUGU UHIHUV WR
6WDQGDUGYV %RDUG WR LWV $FFRXQWLQJ 6WDQGDUGYV &RGLILFDWLRQ DIWHU $SU

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG D UHSRUW RQ
WKH HITHFWLYHQHVYV RI LWV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ
8 6 & E E\ WKH UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP WKDW SUHSDUHG RL

,QGLFBWAKHFN PDUN ZKLFK EDVLV RI DFFRXQWLQJ WKH UHJLVWUDQW KDV XVHG V
LQ WKLV ILOLQJ

86 *$$3b ,QWHUQDWLRQDO )LQDQFL DV INYXH\G LEAI VGKEREHYG D U G V
, QMIDIRCDCS FFRXQIQY 6 \BQEDUBY YRS d

,| U2WKHUU KDV EHHQ FKHFNHG LQ UHVSRQVH WR WKH SUHYLRXV TXHVWLRQ LQ¢
P WH UHI MIDQNKDY HBRMG \R IRTRZ |, \MP b WP b

| WKLV LV DQ DQQXDO UHSRUW LQGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLV
WH ( [ FKDQIH$FW <HVb 1Rd

BBBEBBBBBBBBBBBBRBBBRBBBBBRBBBBBRBBBEBBBBBRBBBBBBRBBBBBBBBRBBBBBBBBBBBBBE
BEBEBBBBBBBBEBBEBBBBEBBEBBBBBEBBEBBEBBBBEBBEBBBBEBBEBBBBBEBBBEBBBBBBE
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3$57 ,
,WHP _GHQWLW\ RI 'LUHFWRUVY 6HQLRU ODQDJHPHQW DQG $GYLVHUV
WHP 2IIHU 6 WDWLVWLFVY DQG ([SHFWHG 7LPHWDEOH
WHP _H\ . QIRUPDWLRQ
WHP _QIRUPDWLRQ RQ WKH &RPSDQ\
WHP BQUHVROYHG 6WDII &RPPHQWYV
WHP 2SHUDWLQJ DQG )LQDQFLDO 5HYLHZ DQG 3URVSHFWYV
WHP ‘'LUHFWRUVYV 6HQLRU ODQDJHPHQW DQG (PSOR\HHYV
.WHP ODMRU 6KDUHKROGHUY DQG 5HODWHG 3DUW\ 7UDQVDFWLRQV
,WHP )JLODQFLDO ,QIRUPDWLRQ
MWHP 7KH 2I1IHU DQG /LVWLQJ
WHP $GGLWLRQDO ,QIRUPDWLRQ
MWHP A4XDOWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUHY DERXW ODUNHW 5LVN
MWHP 'HVFULSWLRQ RI 6HFEXULWLHY 2WKHU WKDQ (TXLW\ 6HFXULWLHYV
3$57 ,,
.WHP 'HIDXOWY 'LYLGHQG $UUHDUDJHYV DQG 'HOLQTXHQFLHV
.WHP ODWHULDO ORGLILFDWLRQV WR WKH 5LJKWV RI 6HFXULW\ +ROGHUYV DQG
MWHP &RQWUROV DQG 3URFHGXUHYV
WHP S5HVHUYHG
WHP $XGLW &RPPLWWHH )LQDQFLDO ([SHUW
WHP &RGH RI (WKLFV
WHP BULQFLSDO $FFRXQWDQW )HHV DQG 6HUYLFHV
WHP ([HPSWLRQV IURP WKH /LVWLQJ 6WDQGDUGV IRU $XGLW &RPPLWWHHYV
WHP 3XUFKDVHV RI (TXLW\ 6HFXULWLHY E\ WKH ,VVXHU DQG $IILOLDWHG 3XUF
WHP &KDQJH LQ 5HILVWUDQWxV &HUWLI\LQJ $FFRXQWDQW
WHP &RUSRUDWH *RYHUQDQFH
WHP ©8LQH 6DIHW\ 'LVFORVXUH
3$57 ,,,
MWHP JLQODQFLDO 6WDWHPHQWYV
WHP )JLODQFLDO 6WDWHPHQWYV
MWHP  ([KLELWYV




/DEOH RI &RQWHQWYV

,1752'8&7,21

8QOHVV RWKHUZLVH LQGLFDWHG RU WKH FRQWH[W RWKHUZLVH UHTXLUHV UHIF
UIDQRELRWL[ U RU WKH U&RPSDQ\U UHIHU WR 1DQRELRWL[ 6 $ DQG LWV FRQVR

‘H ZHUH LQFRUSRRFWEW D BRBR @ \PUHF K ‘H DUH UHJLVMWHHUME DIWGXKH 3DULYV
&RPPHUFH HW GHXQERFU GNKSHVQXPEHU 2XU SULQFLSDO H[HFEXWLYH F
UXH GH :DWWLJQLHV 3DULV )UDQFH DQG RXU WHOHSKRQH QXPEHU LV

SURFHVV LQ WKH 8QLWHG 6WDWHV LV RXU 8 6 VXEVLGLDU\ 1DQRELRWL[ &RUSR
ODVVDFKXVHWWYV

2XU RUGLQDU\ VKDUHV QRPLQDO YDOXH SHU VKDUH URUGLQDU\ VKDUHVU
(XURQH[W LQ 3DULV LQ 2FWREHU 2XU $PHULFDQ 'HSRVLWDU\ 6KDUHV HDFK
WUDGLQJ RQ WKH 1DVGDT *OREDO 6HOHFW ODUNHW RQ 'HFHPEHU 7TKURXJ
$'6V PHDQ $PHULFDQ 'HSRVLWRU\ 6KDUHV RU RUGLQDU\ VKDUHV UHSUHVHQWHG

‘H PDLQWDLQ D RWBNSLWHZRVOD QRELRIVMLU ARPUHQFH WR RXU ZHEVLWH LV DQ LQD
UHIHUHQFH RQO\ DQG WKH LQIRUPDWLRQ FRQWDLQHG LQ RU WKDW FDQ EH DFF
FLWHG LQ WKLV $QQXDO 5HSRUW LV QRW D SDUW RI WKLV $QQXDO 5HSRUW

2XU DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG
5HSRUWLQJ 6WDQGDUGYV U,)560 DV LVVXHG E\ WKH ,QWHUQDWLRQDO $FFRXQW
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHVHQWHG LQ HXURV DQG XQ
SUHVHQWHG LQ WKLV $QQXDO 5HSRUW DUH LQ HXURV $00 UHIHUHQFHV LQ WKL
86 GROODUV DQG DOO UHIHUHQFHV WR DOO UHIHUHQFHVY WR U U DQG UHXURVL

7TUDGHPDUNY DQG 6HUYLFH ODUNV

‘H RZQ YDULRXV WUDGHPDUN UHJLVWUDWLRQV DQG DSSOLFDWLRQV DQG XQUH.
UIDQRELRWL[ U U1%7;0 LQFOXGLQJ DPRQJ RWKHUV UHIHUULQJ WR 1%7;5 W
VHUYLFH PDUNV RI 1DQRELRWL[ 6 $ DSSHDULQJ LQ WKLV $QQXDO 5HSRUW DUH
VXEVLGLDULHV 6ROHO\ IRU FRQYHQLHQFH WKH WUDGHPDUNV VHUYLFH PDUNV
5HSRUW DUH OLVWHG ZLWKRXW WKH n DQG V\PEROV EXW VXFK UHIHUHQFHV V
WKHLU UHVSHFWLYH RZQHUV ZLOO QRW DVVHUW WR WKH IXOOHVW H[WHQW XQ!
WUDGHPDUNV WUDGH QDPHV DQG VHUYLFH PDUNV DSSHDULQJ LQ WKLV $QQXDC
RZQHUV :H GR QRW LQWHQG WR XVH RU GLVSOD\ RWKHU FRPSDQLHVXx WUDGHPL
ZLWK RU HQGRUVHPHQW RU VSRQVRUVKLS RI XV E\ DQ\ RWKHU FRPSDQLHV



/DEOH RI &RQWHQWYV

63(&,$/ 127( 5(*$5',1* )25:$5' /22.,1* 67$7(0(176

7KLV $QQXDO 5HSRUW FRQWDLQV UIRUZDUG ORRNLQJ VWDWHPHQWVU ZLWKLQ W
LQFOXGLQJ WKH 3ULYDWH 6HFXULWLHV /LWLIJDWLRQ 5HIRUP $FW RI $00 VW
DQG FRQGLWLRQV FRQWDLQHG LQ WKLV $QQXDO 5HSRUW LQFOXGLQJ VWDWHPH
ILQDQFLDO SRVLWLRQ EXVLQHVV VWUDWHJI\ SODQV DQG RXU REMHFWLYHV IRU
:KHQ XVHG LQ WKLV $QQXDO 5HSRUW WKH ZRUGY UDQWLFLSDWH U UEHOLHYH U
GHVLJQHG WR U UPD\ U UPLJKW U UsoDQ U USRWHQWLDO U USUHGLFW U UREMH
DQG VLPLODU H[SUHVVLRQV LGHQWLI\ IRUZDUG ORRNLQJ VWDWHPHQWV B6XFK V
DQG DFWXDO UHVXOWYV PD\ GLIIHU PDWHULDOO\ IURP WKRVH H[SUHVVHG RU LPS
YDULRXV IDFWRUV LQFOXGLQJ EXW QRW OLPLWHG WR WKRVH LGHQWLILHG XQ
7KHVH ULVNV DQG XQFHUWDLQWLHY LQFOXGH IDFWRUV UHODWLQJ WR

a RXU DELOLW\ WR VXFFHVVIXOO\ GHYHORS DQG FRPPHUFLDOL]H 1%7;5

a4 RXU DELOLW\ WR H[SDQG RXU SURGXFW SLSHOLQH E\ GHYHORSLQJ DQG FR
LQGLFDWLRQV LQFOXGLQJ LQ FRPELQDWLRQ ZLWK FKHPRWKHUDSLHV RU ,

Q-

RXU DELOLW\ WR FRPSHWH ZLWK LQVWLWXWLRQV ZLWK JUHDWHU ILQDQFL
GHYHORSPHQW SUHFOLQLFDO WHVWLQJ FOLQLFDO WULDOV PDQXIDFWXU

a WKH FRPSOHWLRQ RI DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU\ UHTXLUH
DSSURYDOV DQG FHUWLILFDWLRQV IRU RXU SURGXFWYV DQG SURGXFW FDQ
DFFHSWDQFH RI RXU SURGXFW FDQGLGDWHYV LQFOXGLQJ 1%7;5

a UHJXODWRU\ GHYHORSPHQWYV LQ WKH 8QLWHG 6WDWHV WKH (8 DQG RWKI

a WKH HIIHFWV RI WKH &29," SDQGHPLF RQ RXU EXVLQHVV RSHUDWLRQV D
SODQV

a WKH LQLWLDWLRQ WLPLQJ SURJUHVV DQG UHVXOWYV RI RXU SUHFOLQLFD!
EH FRQGXFWHG XQGHU RXU FROODERUDWLRQ ZLWK 0' $QGHUVRQ

Q-

WKH H[SHFWHG WLPHOLQH RI RXU FOLQLFDO WULDO FRPSOHWLRQ LQFOXC
FROODERUDWRUV WR VXFFHVVIXOO\ FRQGXFW VXSHUYLVH DQG PRQLWRU

a RXU DELOLW\ WR REWDLQ UDZ UHVRXUFHYVY DQG PDLQWDLQ DQG RSHUDWH
FDQGLGDWHYV

4%

RXU DELOLW\ WR PDQXIDFWXUH PDUNHW DQG GLVWULEXWH RXU SURGXFW
PDUNHWLQJ UHIJXODWRU\ UHTXLUHPHQWY VSHFLILFDOO\ 1%7;5

Q-

RXU DELOLW\ WR DFKLHYH WKH FRPPHUFLDOL]DWLRQ JRDOV IRU 1%7;5

a RXU DELOLW\ WR HQWHU LQWR HIIHFWLYH FROODERUDWLRQV RQ DWWUDF\
DQ\ XQGHU H[LVWLQJ DQG IXWXUH FROODERUDWLRQ DJUHHPHQWYV

4%

RXU DELOLW\ WR REWDLQ IXQGLQJ IRU RXU RSHUDWLRQV

Q-

RXU DELOLW\ WR DWWUDFW DQG UHWDLQ NH\ PDQDJHPHQW DQG RWKHU TX

a RXU JOREDO RSHUDWLRQV DQG H[SRVXUH WR JOREDO PDUNHWYV

a RXU DELOLW\ WR SURWHFW DQG PDLQWDLQ RXU LQWHOOHFWXDO SURSHUYV
WHFKQRORJLHYVY DQG RXU DELOLW\ WR RSHUDWH RXU EXVLQHVV ZLWKRXW
DQG SURSULHWDU\ WHFKQRORJLHV RI WKLUG SDUWLHV

a RXU DELOLW\ WR HIIHFWLYHO\ GHSOR\ WKH SURFHHGV IURP RXU *OREDO 2

a IXWXUH UHYHQXH H[SHQVHV FDSLWDO H[SHQGLWXUHY FDSLWDO UHTXLU
WUDGHG HTXLW\ VHFEXULWLHV

a RXU VWDWXV DV D IRUHLJQ SULYDWH LVVXHU DQG HPHUJLQJ JURZWK FRPS
UHTXLUHPHQWY DVVRFLDWHG ZLWK PDLQWDLQLQJ WKHVH VWDWXVHV DQC

RWKHU ULVNV DQG XQFHUWDLQWLHY LQFOXGLQJ WKRVH OLVWHG XQGHU

Q-



/DEOH RI &RQWHQWYV

$vV D UHVXOW Rl WKHVH IDFWRUV ZH FDQQRW DVVXUH \RX WKDW WKH IRUZDUG
SURYH WR EH DFFXUDWH )XUWKHUPRUH LI RXU IRUZDUG ORRNLQJ VWDWHPHQW
PDWHULDO ,Q OLJKW RI WKH VLIJQLILFDQW XQFHUWDLQWLHY LQ WKHVH IRUZDU!
VWDWHPHQWY DV D UHSUHVHQWDWLRQ RU ZDUUDQW\ E\ XV RU DQ\ RWKHU SHUYV
DQ\ VSHFLILHG WLPH IUDPH RU DW DOO :H XQGHUWDNH QR REOLJDWLRQ WR SX
ZKHWKHU DV D UHVXOW RI QHZ LQIRUPDWLRQ IXWXUH HYHQWYVY RU RWKHUZLVH
WKDW UZH EHOLHYHU DQG VLPLODU VWDWHPHQWY UHIOHFW RXU EHOLHIV DQG |
DUH EDVHG XSRQ LQIRUPDWLRQ DYDLODEOH WR XV DV RI WKH GDWH RI WKLV $Q
LQIRUPDWLRQ IRUPV D UHDVRQDEOH EDVLV IRU VXFK VWDWHPHQWY VXFK LQIR
VWDWHPHQWY VKRXOG QRW EH UHDG WR LQGLFDWH WKDW ZH KDYH FRQGXFWHC
SRWHQWLDOO\ DYDLODEOH UHOHYDQW LQIRUPDWLRQ 7KHVH VWDWHPHQWY DUF
WR XQGXO\ UHO\ XSRQ WKHVH VWDWHPHQWYV

<RX VKRXOG UHDG WKLV $QQXDO 5HSRUW DQG WKH GRFXPHQWYVY WKDW ZH UHIHL
HIKLELWY FRPSOHWHO\ DQG ZLWK WKH XQGHUVWDQGLQJ WKDW RXU DFWXDO I[X)
H[SHFW :H TXDOLI\ DOO RI RXU IRUZDUG ORRNLQJ VWDWHPHQWYVY E\ WKHVH FDX

ODUNHW ,QGXVWU\ DQG 2WKHU 'DWD

8QOHVV RWKHUZLVH LQGLFDWHG LQIRUPDWLRQ FRQWDLQHG LQ WKLV $QQXDO &
ZKLFK ZH RSHUDWH LQFOXGLQJ RXU JHQHUDO H[SHFWDWLRQV DQG PDUNHW SR
HVWLPDWHV LV EDVHG RQ LQIRUPDWLRQ IURP LQGHSHQGHQW LQGXVWU\ DQDO\
HVWLPDWHY ODQDJHPHQW HVWLPDWHY DUH GHULYHG IURP SXEOLFO\ DYDLODE¢
DQDO\WWY DQG WKLUG SDUW\ VRXUFHV DV ZHOO DV GDWD IURP RXU LQWHUQDC
XV EDVHG RQ VXFK GDWD DQG RXU NQRZOHGJH RI VXFK LQGXVWU\ DQG PDUNHW
DGGLWLRQ ZKLOH ZH EHOLHYH WKH PDUNHW RSSRUWXQLW\ LQIRUPDWLRQ LQFC
LV EDVHG RQ UHDVRQDEOH DVVXPSWLRQV VXFK GDWD LQYROYHV ULVNV DQG X
YDULRXV IDFWRUV LQFOXGLQJ WKRVH GLVFXVVHG XQGHU U,WHP ' 5LVN )DFWI



/DEOH RI &RQWHQWYV

3$57 ,
,7(0 ,'(17,7< 2) ',5(&7256 6(1,25 0$1$*(0(17 $1' $'9,6(56
1RW DSSOLFDEOH
,7(0 2))(5 67$7,67,&6 $1' (;3(&7(" 7,0(7%$%/(

1RW DSSOLFDEOH
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,7(0 (< ,1)250%$7,21
$ 6HOHFWHG )LQDQFLDO 'DWD

7KH IROORZLQJ VHOHFWHG VWDWHPHQW RI FRQVROLGDWHG RSHUDWLRQV GDWLC
DQG WKH VHOHFWHG VWDWHPHQW RI FRQVROLGDWHG ILQDQFLDO SRVLWLRQ
KDYH EHHQ GHULYHG IURP RXU DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDW!
7KH VHOHFWHG VWDWHPHQW RI FRQVROLGDWHG ILQDQFLDO SRVLWLRQ GDWD D
DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY QRW LQFOXGHG LQ WKLV $
VWDWHPHQWY KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWK ,)56 DV LVVXHG E\

7KH IROORZLQJ VXPPDU\ FRQVROLGDWHG ILQDQFLDO GDWD IRU WKH SHULRGV D
UHIHUHQFH WR DQG VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK RXU FRQVROLGI
RQ SDJH ) RI WKLV $QQXDO 5HSRUW DV ZHOO DV WKH VHFWLRQV WLWOHG U2S
LQFOXGHG HOVHZKHUH LQ WKLV $QQXDO 5HSRUW

2XU KLVWRULFDO UHVXOWY IRU DQ\ SULRU SHULRG GR QRW QHFHVVDULO\ LQGL

JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI (XURYV

BWDWHPHQW RI FRQVROLGDWHG RSHUDWLRQV GDWD
5HYHQXHV

2WKHU LQFRPH

7RWDO UHYHQXHY DQG RWKHU LQFRPH

5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV

BHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV
7RWDO RSHUDWLQJ H[SHQVHYV

2SHUDWLQJ LQFRPH ORVV

JLQDQFLDO LQFRPH

J)LOQDQFLDO H[SHQVHYV

JLQDQFLDO LQFRPH ORVYV

,QFRPH WD]

1HW ORVV IRU WKH SHULRG

%DVLF ORVV SHU VKDUH HXURV VKDUH

'LOXWHG ORVV SHU VKDUH HXURV VKDUH

:H DSSOLHG WKH QHZ ,)56 VWDQGDUG /HDVHV VWDUWLQJ -DQXDU\ IROORZLQJ
VWDWHPHQWY IRU WKH \HDU HQGHG 'HFHPEHU DUH QRW UHVWDWHG XQGHU WKH QH

$V RI '"HFHPEHU

LQ WKRXVDQGV RI (XURV

6WDWHPHQW RI FRQVROLGDWHG ILQDQFLDO SRVLWLRQ GDWD
&DVK DQG FDVK HTXLYDOHQWYV

7TRWDO DVVHWYV

7TRWDO VKDUHKROGHUV! HTXLW\

7TRWDO QRQ FXUUHQW OLDELOLWLHV

7TRWDO FXUUHQW OLDELOLWLHYV

% &DSLWDOL]DWLRQ DQG ,QGHEWHGQHVV
1RW DSSOLFDEOH
& 5HDVRQV IRU WKH 2IIl1HU DQG 8VH RI BURFHHGYV

1RW DSSOLFDEOH
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' 5LVN )DFWRUYV

2XU EXVLQHVV DQG RXU LQGXVWU\ DUH VXEMHFW WR VLJQLILFDQW ULVNV <RX
GHVFULEHG EHORZ WRJHWKHU ZLWK DOO RI WKH RWKHU LQIRUPDWLRQ LQ WKL)\
ILQDQFLDO VWDWHPHQWY DQG UHODWHG QRWHV 7KLV $QQXDO 5HSRUW DOVR L
DQG XQFHUWDLQWLHV 6HH UBSHFLDO 1RWH 5HJDUGLQJ )RUZDUG /RRNLQJ 6WDYV
RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ RSHUDWLQJ UHVXOWY DQG SURVSHFW\

6XPPDU\ RI

.H\ 5LVNYV

a 5LVNV 5HODWHG WR 2XU %XVLQHVV

}
}

2XU RSHUDWLQJ KLVWRU\ ZKLFK KDV IRFXVHG SULPDULO\ RQ UHVHD!
FOLQLFDO WULDO SURJUDP IRU 1%7;5 PDNHV LW GLIILFXOW WR DVV
‘H KDYH QRW JHQHUDWHG VLJQLILFDQW UHYHQXHV DQG KDYH LQFXU!
LQFHSWLRQ :KLOH WKH DPRXQW RI RXU IXWXUH QHW ORVVHV ZLOO (
RSHUDWLQJ H[SHQVHV DQG RXU DELOLW\ WR REWDLQ IXQGLQJ ZH D
VLIJQLILFDQW ORVVHV IRU WKH IRUHVHHDEOH IXWXUH

%HFDXVH HDFK RI RXU RQJRLQJ DQG FRQWHPSODWHG FOLQLFDO WUL
GHSHQGHQW RQ WKH VXFFHVVIXO GHYHORSPHQW DQG FRPPHUFLDOL]
‘H IDFH VLJQLILFDQW FRPSHWLWLRQ LQ RXU GLVFRYHU\ GHYHORSPH
FRPSHWLWRUV ZKR PD\ KDYH VLJQLILFDQWO\ JUHDWHU UHVRXUFHV V
7KH HIWHQW WR ZKLFK WKH &29," SDQGHPLF DQG UHVXOWLQJ GHW!
FRQGLWLRQV DGYHUVHO\ LPSDFWV RXU EXVLQHVV ILQDQFLDO FRQG
IXWXUH GHYHORSPHQWY ZKLFK DUH GLIILFXOW WR SUHGLFW

‘H ZLOO UHTXLUH DGGLWLRQDO IXQGLQJ ZKLFK PD\ QRW EH DYDLOD!
FHUWDLQ ILQDQFLQJ LQVWUXPHQWVOVXFK DV WKH ILQDQFH FRQWUD
LPSRVH FHUWDLQ UHVWULFWLRQV RQ WKH RSHUDWLRQ RI RXU EXVLC

a 5LVNV 5HODWHG WR WKH '"HYHORSPHQW RI 2XU B3URGXFW &DQGLGDWHV

}

}

2XU SURGXFW FDQGLGDWHVY PXVW XQGHUJR FOLQLFDO WULDOV WKDYV
RXWFRPHV RI ZKLFK DUH XQSUHGLFWDEOH DQG IRU ZKLFK WKHUH LV
VXVFHSWLEOH XQGHU D YDULHW\ Rl FLUFXPVWDQFHY WR DGGLWLRQTE
WHUPLQDWLRQV

'H UHO\ RQ WKLUG SDUWLHV WR DVVLVW LQ RXU GLVFRYHU\ GHYHOR
RI RXU SURGXFW FDQGLGDWHY DQG LVVXHV UHODWLQJ WR VXFK WKL
DGGLWLRQDO FRVWV DQG GHOD\V DQG KLQGHU RXU UHVHDUFK GHYF
,Q FRQQHFWLRQ ZLWK FROODERUDWLRQ DJUHHPHQWYV ZLWK WKLUG S
FRPPHUFLDOL]DWLRQ Rl RXU SURGXFW FDQGLGDWHY ZH PD\ EH XQD
SDUWQHUV DQG RQFH D FROODERUDWLRQ SDUWQHU LV VHFXUHG ZF
RXU FRPPHUFLDOL]DWLRQ SDUWQHU GHYRWHY WR RXU SURGXFW FDC

a 5LVNV 56HODWHG WR 2EWDLQLQJ 5HIXODWRU\ $SSURYDO RU &HUWLILFDWLF

2XU EXVLQHVV LV JRYHUQHG E\ D ULJRURXV FRPSOH[ DQG HYROYLQ.
VWULQJHQW FOLQLFDO WULDO UHJXODWLRQV SUH PDUNHWLQJ UHJX
FRVW FRQWDLQPHQW UHJXODWLRQV DQG ULJRURXV RQJRLQJ UHJXO
IUDPHZRUN UHVXOWYV LQ VLJQLILFDQW FRPSOLDQFH FRVWY PDNHV W
SURGXFW FDQGLGDWHV WLPH LQWHQVLYH DQG XQSUHGLFWDEOH DQ
DQG SURVSHFWV IRU RXU SURGXFW FDQGLGDWHYV

$ )DVW 7UDFN RU %UHDNWKURXJK 7KHUDS\ GHVLJQDWLRQ E\ WKH )'$
RU UHJXODWRU\ UHYLHZ RU DSSURYDO SURFHVV DQG GRHV QRW LQF
FDQGLGDWHY ZLOO UHFHLYH UHJXODWRU\ DSSURYDO

a 5LVNV 5HODWHG WR WKH 3URGXFWLRQ DQG ODQXIDFWXULQJ RI 2XU 3URGX

}

}

%HFDXVH ZH GHSHQG RQ WKLUG SDUWLHV IRU WKH VXSSO\ RI YDULR.
RXU SURGXFW FDQGLGDWHY IRU FOLQLFDO WULDOV WKH ORVV RI NH
RU GLVUXSWLRQV LQ PDQXIDFWXULQJ SURFHVVHY FRXOG LQFUHDVH
SURGXFW GHYHORSPHQW

2XU DQG RXU VXEFRQWUDFWRUVx PDQXIDFWXULQJ IDFLOLWLHY DUH
DQG DSSURYDOV DQG DQ\ FRPSOLDQFH IDLOXUHV FRXOG OHDG WR VI
SURGXFWV IRU FRPPHUFLDO VDOH RU FOLQLFDO WULDOV PD\ UHVXO
wWuUuLDO RU PD\ GHOD\ RU SUHYHQW ILOLQJ RU DSSURYDO RI PDUNHW
PDUNHWLQJ FHUWLILFDWLRQ SURFHGXUHVY DV DSSOLFDEOH IRU RXLU

a 5LVNV 5HODWHG WR WKH &RPPHUFLDOL]DWLRQ RI 2XU 3URGXFW &DQGLGD\

(YHQ LI ZH VXFFHVVIXOO\ FRPSOHWH FOLQLFDO WULDOV IRU FHUWDL
PD\ QRW EH FRPPHUFLDOL]HG RU DFKLHYH FRPPHUFLDO VXFFHVV IRU
RI DFFHSWDQFH E\ WKH PHGLFDO FRPPXQLW\ WKH LPSRVLWLRQ RI S|
FRVWY DQG EXUGHQV DVVRFLDWHG ZLWK SRVW PDUNHWLQJ UHJXODYV
ZLWK RXU SURGXFWV IROORZLQJ UHJXODWRU\ DSSURYDO
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} ,1 ZH DUH XQDEOH WR HVWDEOLVK VDOHV PDUNHWLQJ DQG GLVWULE
ZH PD\ QRW EH VXFFHVVIXO LQ FRPPHUFLDOL]LQJ WKRVH SURGXFW F
RU GXO\ &( PDUNHG

a 5LVNV 5HODWHG WR +XPDQ &DSLWDO ODQDJHPHQW

} :H PD\ HQFRXQWHU GLIILFXOWLHV LQ PDQDJLQJ RXU GHYHORSPHQW |
DVVRFLDWHG ZLWK RXU DELOLW\ WR DWWUDFW DQG UHWDLQ H[HFXW
PHPEHUV DV D 8 6 SXEOLF FRPSDQ\

} 2XU EXVLQHVV FRXOG EH KDUPHG LI ZH ORVH NH\ PDQDJHPHQW SHUV
FDQQRW DWWUDFW DQG UHWDLQ RWKHU TXDOLILHG SHUVRQQHO

} 2XU HPSOR\HHV PD\ HQJDJH LQ PLVFRQGXFW RU RWKHU LPSURSHU DI
UHJXODWRU\ VWDQGDUGY DQG UHTXLUHPHQWY RU HQJDJLQJ LQ LQVL
RXU EXVLQHVV

a 5LVNV 5HODWHG WR 2SHUDWLRQDO &RPSOLDQFH DQG 5LVN ODQDJHPHQW

} :H XVH KD]JDUGRXV FKHPLFDOV LQ RXU EXVLQHVV DQG DQ\ FODLPV U
RU GLVSRVDO Rl WKHVH PDWHULDOV FRXOG EH WLPH FRQVXPLQJ DQ

} 7KH ULVN RI SURGXFW OLDELOLW\ FODLPV LV LQKHUHQW LQ WKH GH)
SURGXFWV DQG SURGXFW OLDELOLW\ RU RWKHU ODZVXLWV FRXOG G
UHVXOW LQ VXEVWDQWLDO OLDELOLWLHY DQG UHGXFH WKH FRPPHUF

} :H DUH VXEMHFW WR H[WHQVLYH KHDOWKFDUH ODZV DQG UHJXODWLF
UHVHDUFK DQG SURSRVHG VDOHV PDUNHWLQJ DQG HGXFDWLRQ SUR
VXFFHVVIXOO\ FRPSOHWH DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU
VXEVWDQWLDO FRPSOLDQFH HIIRUWV $Q\ UHJXODWRU\ FRPSOLDQFH
VDQFWLRQV FLYLO SHQDOWLHV FRQWUDFWXDO GDPDJHV UHSXWDW
HDUQLQJV

a 5LVNV 5HODWHG WR ,QWHOOHFWXDO 3URSHUW\

} %HFDXVH RXU FRPPHUFLDO VXFFHVV GHSHQGV LQ SDUW RQ REWDLC
RXU DQG RXU OLFHQVRUVXx LQWHOOHFWXDO SURSHUW\ RXU DELOLW\
SURWHFWLRQ IRU RXU SURGXFWV SURGXFW FDQGLGDWHV SURFHVV
SURWHFW RXU LQWHOOHFWXDO SURSHUW\

} 2XU FRPSHWLWLYH SRVLWLRQ PD\ EH DGYHUVHO\ LPSDFWHG DV D UH
SRWHQWLDOO\ DGYHUVH GHWHUPLQDWLRQV RI FRPSOH[ OHJDO DQG
SDWHQW DSSOLFDWLRQV RU LQVXIILFLHQWO\ ORQJ SDWHQW OLIHVSE
LQWHOOHFWXDO SURSHUW\ SURWHFWLRQ

} %HFDXVH LW LV FRVW SURKLELWLYH WR VHHN LQWHOOHFWXDO SURS
SURSHUW\ SURWHFWLRQ LQ FHUWDLQ MXULVGLFWLRQV PDQ\ QRW EH
DGYHUVHO\ LPSDFW RXU FRPSHWLWLYH SRVLWLRQ

} 7KLUG SDUWLHV PD\ DVVHUW RZQHUVKLS RU FRPPHUFLDO ULJKWV WI
DV RXU RZQ RU DVVHUW WKDW RXU HPSOR\HHV RU FRQVXOWDQWV K
FRQILGHQWLDO LQIRUPDWLRQ RU PLVDSSURSULDWHG WUDGH VHFUH\

} $ GLVSXWH FRQFHUQLQJ WKH LQIULQJHPHQW RU PLVDSSURSULDWLRC
LQWHOOHFWXDO SURSHUW\ ULJKWV RI RWKHUV FRXOG EH WLPH FRQ\
FRXOG KDUP RXU EXVLQHVV

a 5LVNV 5HODWHG WR WKH 2ZQHUVKLS RI 2XU 2UGLQDU\ 6KDUHV DQG $'6V

} :H GR QRW FXUUHQWO\ LQWHQG WR SD\ GLYLGHQGV RQ RXU VHFXULW
RXU DELOLW\ WR GR VR LQ WKH IXWXUH

} +ROGHUV RI $'6V ZLOO QRW EH GLUHFWO\ KROGLQJ RXU RUGLQDU\ V}
WKH WUDQVIHU RI WKHLU $'6V DQG FHUWDLQ YRWLQJ DQG ZLWKGUD?Z
ZHOO DV OLPLWDWLRQV RQ WKHLU DELOLW\ WR H[HUFLVH SUHIHUHQ

} :H DUH DQ HPHUJLQJ JURZWK FRPSDQ\ DQG ZH FDQQRW EH FHUWDLQ
UHTXLUHPHQWY DSSOLFDEOH WR XV ZLOO PDNH RXU $'6V OHVV DWW

} $'6V KROGHUV PD\ QRW EH HQWLWOHG WR D MXU\ WULDO ZLWK UHVS
DJUHHPHQW ZKLFK FRXOG UHVXOW LQ OHVV IDYRUDEOH RXWFRPHV

a 5LVNV 5HODWHG WR 2XU 6WDWXV DV D 1RQ 8 6 &RPSDQ\

} 7KH ULJKWV Rl VKDUHKROGHUV LQ FRPSDQLHV VXEMHFW WR )UHQFK
IURP WKH ULJKWV Rl VKDUHKROGHUV Rl FRUSRUDWLRQV LQFRUSRUD'

} $V D IRUHLJQ SULYDWH LVVXHU ZH DUH H[HPSW IURP D QXPEHU RI U
WKH 1DVGDTxV FRUSRUDWH JRYHUQDQFH VWDQGDUGYV :H H[SHFW WF
UHODWLRQ WR FHUWDLQ FRUSRUDWH JRYHUQDQFH PDWWHUV ZKLFK
SURYLGHG LI ZH IXOO\ FRPSOLHG ZLWK WKH 1DVGDT UHTXLUHPHQWYV

} 2XU %\ ODZV DQG JUHQFK FRUSRUDWH ODZ FRQWDLQ SURYLVLRQV Wt
DWWHPSW

} ,1 ZH DUH GHWHUPLQHG WR EH D 3),& IRU DQ\ WD[DEOH \HDU WKHUH
FRQVHTXHQFHV WR 8 6 KROGHUYV

} 2XU LQWHUQDWLRQDO RSHUDWLRQV PD\ EH H[SRVHG WR IRUHLJQ H[F
DQG DGGLWLRQDO ULVNV DQG RXU H[SRVXUH WR WKHVH ULVNV ZLOC
H[SDQG
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S5LVNV 5 HODWHG WR 2XU %XVLQHVYV
2XU RSHUDWLQJ KLVWRU\ PDNHV LW GLIILFXOW WR DVVHVV RXU IXWXUH SURVSEH

2XU RSHUDWLQJ KLVWRU\ KDV EHHQ IRFXVHG SULPDULO\ RQ UHVHDUFK DQG GH"
SURJUDP IRU RXU OHDG SURGXFW FDQGLGDWH 1%7;5 $ NH\ HOHPHQW RI RXU V
WHFKQRORJ\ WR FRQWLQXH WR GHYHORS RXU LQQRYDWLYH SURGXFW FDQGLGD
DQG WR SURJUHVV WKHVH FDQGLGDWHYV WKURXJK FOLQLFDO GHYHORSPHQW IRL
676 KHDG DQG QHFN FDQFHUV OLYHU FDQFHUV SURVWDWH FDQFHU DQG UHFW
SURGXFW FDQGLGDWHY VSHFLILFDOO\ WKH XVH RI QDQR VL]HG UDGLDWLRQ HQ

$OWKRXJIK LQ $SULO ZH VXFFHVVIXOO\ FRPSOHWHG WKH DSSOLFDEOH FRQIF
PDUNLQJ WR RXU 1%7;5 GHYLFH IRU WKH WUHDWPHQW RI ORFDOO\ DGYDQFHG 6
WKH (XURSHDQ 8QLRQ WKH U(80 IRU VXFK LQGLFDWLRQ ZH KDYH QRW \HW FRF
UHYHQXHV IURP WKH VDOH RI DQ\ DSSURYHG SURGXFWV DQG ZH PD\ XOWLPDWH
IURP WKH FRPPHUFLDOL]DWLRQ RI DSSURYHG SURGXFWYV

‘H KDYH HQFRXQWHUHG DQG ZLOO FRQWLQXH WR HQFRXQWHU ULVNV DQG GLII
FRPSDQLHV LQ QHZ DQG UDSLGO\ HYROYLQJ ILHOGV SDUWLFXODUO\ DV ZH VHH
XQPHW WKHUDSHXWLF QHHGY LQ RQFRORJ\ &RQVHTXHQWO\ WKH DELOLW\ WR &
SURVSHFWV LV PRUH OLPLWHG WKDQ LI ZH KDG D SRUWIROLR RI DSSURYHG SUR

‘H PD\ QRW EH DEOH WR IXOO\ LPSOHPHQW RU H[HFXWH RQ RXU FRPPHUFLDO VYV
H[SHFWHG WLPH IUDPHVY WKH DQWLFLSDWHG EHQHILWY RI RXU JURZWK VWUDWI
LQ OLJKW RI WKH ULVNV DQG GLIILFXOWLHYVY ZH IDFH DV D JURZLQJ FRPSDQ\ IRF
DGYDQFHPHQW RI FOLQLFDO WULDOV

‘H KDYH LQFXUUHG VLIJQLILFDQW ORVVHVY DQG DQWLFLSDWH WKDW ZH ZLOO FRC
IRUHVHHDEOH IXWXUH

‘H KDYH QRW JHQHUDWHG VLJQLILFDQW UHYHQXHV DQG KDYH LQFXUUHG VLJQLI
RXU OLPLWHG UHYHQXHVY DQG RWKHU LQFRPH KDYH EHHQ GHULYHG SULPDULO\
DJUHHPHQW ZLWK 3KDUPD(QJLQH ZKLFK WHUPLQDWHG LQ ODUFK VHH LWHP
DJUHHPHQWVU IRU DGGLWLRQDO GHWDLOV DQG UHVHDUFK WD[ FUHGLWV :H K
VDOHV RU UR\DOWLHV DQG ZH GR QRW H[SHFW WR JHQHUDWH VLJQLILFDQW UH
RXU SURGXFW FDQGLGDWHY DUH VXFFHVVIXOO\ FRPPHUFLDOL]HG IROORZLQJ Ut
PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU 7KH DPRXQW RI RXU IXWXUH QF
RI RXU IXWXUH RSHUDWLQJ H[SHQVHYVY DQG WKH SDFH DW ZKLFK WKH\ DUH LQFX
FRPPHUFLDOL]DWLRQ DFWLYLWLHYVY WKURXJK HTXLW\ RU GHEW ILQDQFLQJV RU '
$V RI '"THFHPEHU RXU ORVVHV DUH SULPDULO\ DWWULEXWDEOH WR H[SHQC
QDQRWHFKQRORJ\ DQG RXU FOLQLFDO DQG SUHFOLQLFDO SURJUDPV :H H[SHFW
ORVVHV IRU WKH IRUHVHHDEOH IXWXUH :H DQWLFLSDWH WKDW VXFK H[SHQVHV
DV ZH

FROQWLQXH RXU SUHFOLQLFDO DQG FOLQLFDO SURJUDPYV FXUUHQWO\ LQ Sl
H[SDQG WKH VFRSH RI RXU FXUUHQW FOLQLFDO WULDOV DQG FRPPHQFH Q
DSSOLFDWLRQV IRU RXU QDQRWHFKQRORJ\

H[SDQG RXU PDQXIDFWXULQJ FDSDELOLWLHYV IRU WKH SURGXFWLRQ RI RXI
ZLWK DSSOLFDEOH PDQXIDFWXULQJ UHIXODWRU\ UHTXLUHPHQWYV

VHHN UHJXODWRU\ DQG PDUNHWLQJ DSSURYDOV RU LQLWLDWH WKH QHFH
DSSOLFDEOH IRU RXU SURGXFW FDQGLGDWHY WKDW VXFFHVVIXOO\ FRPSC
HVWDEOLVK D VDOHV PDUNHWLQJ DQG GLVWULEXWLRQ LQIUDVWUXFWXUH
VXFFHVVIXOO\ FRPSOHWH DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU\ UHT
DGYDQFH RXU UHVHDUFK DQG GHYHORSPHQW HIIRUWYV ZKLFK PD\ LQFOXG|
SURGXFWYV RU OLFHQVHYV

a PDLQWDLQ SURWHFW DQG H[SDQG RXU LOQWHOOHFWXDO SURSHUW\ SRUWI
a DWWUDFW QHZ DQG UHWDLQ H[LVWLQJ VNLOOHG SHUVRQQHO

Qs Q-

Q- Q- Q-

Q-

7KH QHW ORVVHV ZH LQFXU PD\ IOXFWXDWH VLIJQLILFDQWO\ IURP \HDU WR \HDU
UHVXOWY RI RSHUDWLRQV PD\ QRW EH D JRRG LQGLFDWLRQ RI RXU IXWXUH SHU
RSHUDWLQJ UHVXOWY FRXOG EH EHORZ WKH H[SHFWDWLRQV RI VHFXULWLHYV DC
RUGLQDU\ VKDUHYV DQG $'6V WR GHFOLQH

H DUH KHDYLO\ GHSHQGHQW RQ WKH VXFFHVVIXO GHYHORSPHQW DQG FRPPHUF

2XU EXVLQHVYVY DQG IXWXUH VXFFHVV GHSHQGYV KHDYLO\ RQ RXU DELOLW\ WR GF
FDQGLGDWH 1%7;5 IRU LQGLFDWLRQV IRU ZKLFK WKHUH LV DQ DWWUDFWLYH I
UHIJXODWRU\ UHTXLUHPHQWYV IRU LWV PDUNHWLQJ DQG VDOH 2XU GHYHORSPHQ
FDQFHU LQGLFDWLRQV DUH DW YDU\LQJ VWDJHV %HFDXVH HDFK RI RXU RQJRLC
RI WKHVH SUHFOLQLFDO RU FOLQLFDO WULDOV UHYHDOV VDIHW\ DQG RU WKHUL
SODWIRUP LWVHOI FRXOG EH TXHVWLRQHG ZKLFK FRXOG SRWHQWLDOO\ UHTXL!
GHYHORSPHQW WR DWWHPSW WR UHPHG\ WKH LVVXHY LGHQWLILHG 7KH GHYHO
VXEVHTXHQWO\ EH LPSDFWHG SRWHQWLDOO\ KDYLQJ D VLIQLILFDQW QHJDWLY|
DQG DQWLFLSDWHG JURZWK
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$OWKRXJIK ZH VXFFHVVIXOO\ FRPSOHWHG WKH DSSOLFDEOH FRQIRUPLW\ DVVHV
1%7;5 GHYLFH IRU WKH WUHDWPHQW RI ORFDOO\ DGYDQFHG 676 HQDEOLQJ WK
VXFK LQGLFDWLRQ 1%7;5 UHPDLQV LQ FOLQLFDO GHYHORSPHQW IRU RWKHU LC
ZLOO UHFHLYH UHJXODWRU\ DSSURYDO RU VXFFHVVIXOO\ FRPSOHWH WKH QHFH
DSSOLFDEOH RU EH VXFFHVVIXOO\ FRPPHUFLDOL]HG IRU DQ\ DGGLWLRQDO FDC
DSSOLFDEOH SUH PDUNHWLQJ UHIJXODWRU\ UHTXLUHPHQWY $Q\ IDLOXUH RU GH
1%7;5 FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU EXVLQHVV ILQDQFLD

H IDFH FRPSHWLWLRQ DQG RXU FRPSHWLWRUV PD\ KDYH VLJQLILFDQWO\ JUHDV
UHVRXUFHV WKDQ ZH GR ZKLFK PD\ UHVXOW LQ RWKHUV GLVFRYHULQJ GHYHOF
FRPPHUFLDOL]LQJ SURGXFWYV EHIRUH RU PRUH VXFFHVVIXOO\ WKDQ XV

7KH GHYHORSPHQW RI WUHDWPHQWYV IRU FDQFHU LV VXEMHFW WR UDSLG WHFK(
UHVHDUFK LOQVWLWXWLRQV JRYHUQPHQWDO DJHQFLHY DQG SXEOLF DQG SULYD
RI PHGLFLQDO SURGXFWV GHYLFHVY DQG RWKHU WKHUDSLHV WKDW WDUJHW WK
FRPSDQLHY DUH GHYHORSLQJ WUHDWPHQWYV WR LQFUHDVH VHQVLWLYLWLHV RI
XV WKHVH FRPSDQLHV DUH SXUVXLQJ YDULRXV WHFKQRORJLHV WKDW LQYROYH
LOQVLGH ZLWKRXW FDXVLQJ DGGLWLRQDO GDPDJH WR VXUURXQGLQJ KHDOWK\ W
FRPPHUFLDOL]H PD\ FRPSHWH ZLWK H[LVWLQJ WKHUDSLHV DV ZHOO DV QHZ WK
LQFOXGLQJ WKHUDSLHV ZLWK D PRGH RI DFWLRQ VLPLODU WR WKDW RI 1%7;5

0DQ\ Rl RXU FRPSHWLWRUV HLWKHU DORQH RU ZLWK WKHLU FROODERUDWLRQ ¢
UHVRXUFHV DQG H[SHUWLVH LQ UHVHDUFK DQG GHYHORSPHQW SUHFOLQLFDO \
WKDQ ZH GR )XWXUH FROODERUDWLRQV DQG PHUJHUV DQG DFTXLVLWLRQV PD\
VPDOOHU QXPEHU RI FRPSHWLWRUV 7KHVH FRPSHWLWRUV DOVR FRPSHWH ZLW]
DQG GHYHORSPHQW DQG PDQDJHPHQW SHUVRQQHO DQG HVWDEOLVKLQJ FOLQLF
WULDOV DV ZHOO DV LQ DFTXLULQJ WHFKQRORJLHVY FRPSOHPHQWDU\ WR RU Q
FRPSDQLHV PD\ DOVR SURYH WR EH VLJQLILFDQW FRPSHWLWRUV SDUWLFXODU
HVWDEOLVKHG FRPSDQLHYV

7KH NH\ FRPSHWLWLYH IDFWRUV DIITHFWLQJ WKH VXFFHVV RI 1%7;5 DQG DQ\ RW
DSSURYHG DUH OLNHO\ WR EH WKHLU HIILFDF\ VDIHW\ FRQYHQLHQFH SULFH L
JRYHUQPHQW DQG RWKHU WKLUG SDUW\ SD\RUV :H PXVW DOVR SURWHFW RXU ¢
RXU SURGXFW FDQGLGDWHYV 2XU FRPPHUFLDO RSSRUWXQLW\ FRXOG EH UHGXFF
SURGXFWV WKDW DUH PRUH HIIHFWLYH RU GHPRQVWUDWH D PRUH IDYRUDEOH V
6LPLODUO\ RXU FRPPHUFLDO RSSRUWXQLW\ FRXOG EH UHGXFHG LI ZH IDLO WR
VXFFHVVIXOO\ DJDLQVW WKLUG SDUWLHV ZKR LQIULQJH RXU SDWHQWYV RU RXU
SDWHQW FODLPV RU RXU OLFHQVRUVx SDWHQW FODLPV WR SURGXFH FRPSHWLW
WHFKQRORJLHVY WKDW IDOO RXWVLGH RI WKH VFRSH RI RXU RU RXU OLFHQVRUV
FRPSOHWH DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU\ UHTXLUHPHQWYV IRU WKH

7KH HIWHQW WR ZKLFK WKH &29," SDQGHPLF DQG UHVXOWLQJ GHWHULRUDWLR
DGYHUVHO\ LPSDFWV RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG RSHUDWLQJ
ZKLFK DUH GLIILFXOW WR SUHGLFW

,Q '"HFHPEHU D QHZ VWUDLQ RI FRURQDYLUXV 6%$56 &R9 LGHQWLILHG DV W
&29,' HPHUJHG 6LQFH WKHQ 6%$56 &R9 DQG WKH UHVXOWLQJ GLVHDVH &29
LOQFOXGLQJ HDFK RI WKH FRXQWULHV LQ ZKLFK RXU FOLQLFDO WULDOV DUH SOI

$V D UHVXOW RI WKH &29," SDQGHPLF JRYHUQPHQWDO DXWKRULWLHV KDYH L
QXPHURXV DQG UDSLGO\ HYROYLQJ PHDVXUHV WR WU\ WR FRQWDLQ WKH YLUXV
JDWKHULQJYV TXDUDQWLQHY VKHOWHU LQ SODFH RUGHUV DQG EXVLQHVV VKX\
LQ DFFRUGDQFH ZLWK JRYHUQPHQWDO RUGHUV ZH KDYH DOVR PRGLILHG RXU E
PHDVXUHV WR SURWHFW WKH KHDOWK DQG VDIHW\ RI HPSOR\HHV LQFOXGLQJ U
DUUDQJHPHQWY IRU QRQ ODERUDWRU\ HPSOR\HHV LPSOHPHQWLQJ VRFLDO GLV
IDFLOLWLHY DQG FDQFHOOLQJ DWWHQGDQFH DW LQ SHUVRQ HYHQWV DQG FRQ
RQ ZKRP ZH UHO\ KDYH PDGH VLPLODU PRGLILFDWLRQV 7KHUH LV QR FHUWDLQ
WKH ULVNV SRVHG E\ RU WKH LPSDFWV DQG GLVUXSWLRQV RI WKH &29," SDQ

$V D UHVXOW RI WKH &29,' SDQGHPLF ZH KDYH H[SHULHQFHG DQG H[SHFW W]
DGYHUVH LPSDFWV WR RXU EXVLQHVV LQFOXGLQJ GHOD\V LQ FHUWDLQ FOLQLF
&29,' SDQGHPLF RQ RXU EXVLQHVV LV QRW GHWHUPLQDEOH DW WKLV VWDJH
&29,' SDQGHPLF FRXOG EH PDWHULDO LQFOXGLQJ

a 'LVUXSWLRQV LQWHUUXSWLRQV RU GHOD\V RI RXU FOLQLFDO WULDO DFW
ZLWK RXU SDUWQHUV VXFK DV 0' $QGHUVRQ GXH LQ SDUWLFXODU WR GH
FKDOOHQJHV IURP TXDUDQWLQHYVY VLWH FORVXUHV VXSSO\ FKDLQ LQWHU
PDWHULDO UHVRXUFHVY QRUPDOO\ DOORFDWHG WR WKHVH FOLQLFDO WULL
SURFHVVLQJ PRUH OLPLWHG DFFHVV WR SK\VLFLDQV GHOD\V LQ UHFHLYL
QHFHVVDU\ IRU WKH SHUIRUPDQFH RI FOLQLFDO WULDOV RU WUDYHO UHV
DXWKRULWLHYV

a &KDQJHV LQ ORFDO UHJXODWLRQV GXH WR WKH PHDVXUHYVY WDNHQ LQ UHYV
UHTXLUH XV WR PRGLI\ WKH FRQGLWLRQV RI RXU FOLQLFDO WULDOV SRW
LOWHUUXSWLRQ RI RXU WULDOYV
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a 'HOD\V LQ REWDLQLQJ IURP UHJXODWRU\ DXWKRULWLHY WKH DSSURYDOV |

DV ZHOO DV GHOD\V LQ WKH QHFHVVDU\ LOWHUDFWLRQV ZLWK ORFDO DXW

SDUW\ SDUWQHUV

7KH UHIXVDO RI UHJXODWRU\ DXWKRULWLHVY VXFK DV WKH 8 6 )RRG DQG '

IDWLRQDOH GH OD 6OFXULWO® GX OOGLFDPHQW HW GHV 3URGXLWYV GH 6DQ

FHUWLILFDWLRQ ERGLHV VXFK DV WKH 1RWLILHG %RGLHV LQ WKH (8 WR DI

JHRIJUDSKLF DUHDV DIIHFWHG E\ WKH &29,* SDQGHPLF

a 2YHUDOO UHGXFHG RSHUDWLRQDO SURGXFWLYLW\ LQFOXGLQJ LQWHUUXS
UHVXOWLQJ IURP FKDOOHQJHY DVVRFLDWHG ZLWK UHPRWH ZRUN DUUDQJF
HPSOR\HHV ZRUNLQJ UHPRWHO\ RU

a &KDOOHQJHV LQ DFFHVVLQJ LQ D WLPHO\ PDQQHU RU RQ DFFHSWDEOH Wt
GLVORFDWLRQV LQ WKH FDSLWDO PDUNHWY OLTXLGLW\ FRQVWUDLQWYV R
GLVUXSWLRQV WR JOREDO DQG UHJLRQDO HFRQRPLHYV

Q-

:KLOH UHFUXLWPHQW DQG PRQLWRULQJ LQ RXU FOLQLFDO WULDOV KDYH VORZH
FLUFXPVWDQFHYV ZH H[SHFW WKDW WKH UHFHLSW DQG UHSRUWLQJ RI GDWD LQ
FOLQLFDO WULDOV WKDW ZHUH XQGHUZD\ SULRU WR WKH SDQGHPLF ZLOO JHQH
SDWLHQWY WKDW KDG DOUHDG\ EHHQ UHFUXLWHG :H DQWLFLSDWH WKDW DV D
SURWRFRO GHYHORSPHQW DQG UHYLHZ SURFHVVHY DQG HQUROOPHQW LQ WULTL
SURJUHVV PRUH VORZO\ WKDQ RULJLQDOO\ DQWLFLSDWHG ORUHRYHU JLYHQ U
WKHVH WULDOV HYHQ DIWHU UHJXODWRU\ FOHDUDQFH WR SURFHHG LV REWDLQ

7KH GHJUHH WR ZKLFK &29,' XOWLPDWHO\ LPSDFWV RXU EXVLQHVYV ZLOO GHSt
XQFHUWDLQ DQG FDQQRW EH SUHGLFWHG LQFOXGLQJ EXW QRW OLPLWHG WR
RXWEUHDN DQG WKH JOREDO QDWLRQDO DQG UHJLRQDO DFWLRQV WR FRQWDL
QRUPDO EXVLQHVVY RSHUDWLRQV DIWHU LOWHUUXSWLRQV FDXVHG E\ &29,' PD
Rl &29,' RQ XV RU RXU VXSSOLHUV DQG WKLUG SDUW\ VHUYLFH SURYLGHUV U
KDV VXEVLGHG ZH PD\ H[SHULHQFH PDWHULDO DQG DGYHUVH LPSDFWV DV D UH
&29,' RXWEUHDN

7KH LPSDFW RI &29,' PD\ DOVR H[DFHUEDWH RWKHU ULVNV GLVFXVVHG LQ WKI
PDWHULDO HIIHFW RQ XV 7KLV VLWXDWLRQ LV FKDQJLQJ UDSLGO\ DQG DGGLWL
FXUUHQWO\

‘XH WR RXU OLPLWHG UHVRXUFHY DQG DFFHVV WR FDSLWDO RXU GHFLVLRQV W
FDQGLGDWHYV RU FHUWDLQ LQGLFDWLRQV WR SXUVXH ZLWK WKH SURGXFW FDQC
DITHFW RXU EXVLQHVV SURVSHFWYV

%YHFDXVH ZH KDYH OLPLWHG UHVRXUFHYVY DQG DFFHVV WR FDSLWDO WR IXQG RX!|
FDQGLGDWHV WR SXUVXH DQG WKH DPRXQW RI UHVRXUFHVY WR DOORFDWH WR H
GHYHORSPHQW VXFK DV 1%7;5 ZH PXVW GHFLGH IRU ZKLFK LQGLFDWLRQV ZH |
WUHDWPHQW $V VXFK ZH DUH FXUUHQWO\ SULPDULO\ IRFXVHG RQ WKH GHYHOI
SDWLHQWY ZLWK ORFDOO\ DGYDQFHG KHDG DQG QHFN FDQFHUV ZKLOH DOVR H
UREXVW LPPXQR RQFRORJ\ SURJUDP 2XU GHFLVLRQV FRQFHUQLQJ WKH DOORFL
ILOQDQFLDO UHVRXUFHV WRZDUG SDUWLFXODU SURGXFW FDQGLGDWHYV RQFROR.
WKH GHYHORSPHQW RI YLDEOH FRPPHUFLDO SURGXFWYV DQG PD\ GLYHUW UHVR>
RSSRUWXQLWLHYV 6LPLODUO\ RXU SRWHQWLDO GHFLVLRQV WR GHOD\ WHUPLQ
RI RXU SURGXFW GHYHORSPHQW SURJUDPV PD\ DOVR SURYH QRW WR EH RSWLP
RSSRUWXQLWLHV ,1 ZH GR QRW DFFXUDWHO\ HYDOXDWH WKH FRPPHUFLDO SRW
FDQGLGDWH ZH PD\ UHOLQTXLVK YDOXDEOH ULJKWV WR WKDW SURGXFW FDQGL
DUUDQJHPHQWY LQ FDVHV LQ ZKLFK LW ZRXOG KDYH EHHQ PRUH DGYDQWDJHRX
FRPPHUFLDOL]DWLRQ ULJKWV ,I ZH PDNH LQFRUUHFW GHWHUPLQDWLRQV UHJD!
RU PLVUHDG WUHQGV LQ WKH ILHOG RI FDQFHU WUHDWPHQW RXU EXVLQHVV SU

‘H ZLOO UHTXLUH DGGLWLRQDO IXQGLQJ ZKLFK PD\ QRW EH DYDLODEOH RQ DFF
WKLV QHFHVVDU\ FDSLWDO ZKHQ QHHGHG PD\ IRUFH XV WR GHOD\ OLPLW RU W
RWKHU RSHUDWLRQV

7KH SURFHVV RI GHYHORSLQJ RXU SURGXFW FDQGLGDWHYV LV H[SHQVLYH OHQJ
GHYHORSPHQW H[SHQVHV WR LQFUHDVH VXEVWDQWLDOO\ DV ZH FRQWLQXH WR
SURJUDPYVY DQG LGHQWLI\ QHZ SURGXFW FDQGLGDWHYV IRU GHYHORSPHQW )XUW
HITRUWYV ZLWK UHVSHFW WR 1%7;5 DQG WKH FRVWVYV RI RSHUDWLQJ DV D 8 6 SX
DGPLQLVWUDWLYH H[SHQVHV ZLOO LQFUHDVH VLIJQLILFDQWO\ LQ WKH QH[W VHY

$V Rl '"HFHPEHU ZH KDG FDVK DQG FDVK HTXLYDOHQWYV RI PLOOLRQ

HTXLYDOHQWY ZLOO EH VXIILFLHQW WR IXQG RXU RSHUDWLRQV WKURXJK WKH V
RXU RQJRLQJ UHVHDUFK DQG GHYHORSPHQW HIIRUWY SXUVXH UHJXODWRU\ DS
FRPPHUFLDOL]DWLRQ HIIRUWY ZH ZLOO UHTXLUH VXEVWDQWLDO DGGLWLRQDO
FDQGLGDWH GHYHORSPHQW SODQV PD\ FKDQJH DV D UHVXOW RI PDQ\ IDFWRUV
VHHN DGGLWLRQDO IXQGYV VRRQHU WKDQ SODQQHG WKURXJK SXEOLF RU SULYCLC
WKLUG SDUW\ IXQGLQJ PDUNHWLQJ DQG GLVWULEXWLRQ DUUDQJHPHQWY DQG |
RU D FRPELQDWLRQ RI WKHVH DSSURDFKHYV
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7R WKH H[WHQW WKDW ZH UDLVH DGGLWLRQDO FDSLWDO WKURXJK WKH VDOH RI
RUGLQDU\ VKDUHV DQG $'6V ZLOO EH GLOXWHG DQG WKH WHUPV RI WKHVH VHF
WKDW DGYHUVHO\ DIIHFW WKH ULJKWV Rl RXU VKDUHKROGHUV 'HEW ILQDQFLQJ
REOLJDWLRQV DQG D SRUWLRQ RI RXU RSHUDWLQJ FDVK IORZV LI DQ\ EHLQJ G
VXFK LQGHEWHGQHVY ,Q DGGLWLRQ GHEW ILQDQFLQJ PD\ LQYROYH DJUHHPHQ
RSHUDWLQJ UHVWULFWLRQV VXFK DV UHVWULFWLRQV RQ WKH LQFXUUHQFH RI
H[SHQGLWXUHV RU WKH GHFODUDWLRQ RI GLYLGHQGV 7R WKH H[WHQW WKDW Z
UHVHDUFK DQG GHYHORSPHQW SDUWQHUV RU RWKHUZLVH ZH PD\ EH UHTXLUHG
FDQGLGDWHY RU UHYHQXH VWUHDPV OLFHQVH RXU WHFKQRORJLHV RU SURGXF
DJUHH WR WHUPV XQIDYRUDEOH WR XV $Q\ DGGLWLRQDO IXQGUDLVLQJ HITRUW)
GD\ WR GD\ DFWLYLWLHV ZKLFK PD\ DGYHUVHO\ DIIHFW RXU DELOLW\ WR GHYH(

,Q DGGLWLRQ ZH FDQQRW JXDUDQWHH WKDW IXWXUH ILQDQFLQJ ZLOO EH DYDL
XV LI DW DOO (YHQ LI ZH EHOLHYH ZH KDYH VXIILFLHQW IXQGV IRU RXU FXUUH
FDSLWDO LI PDUNHW FRQGLWLRQV DUH IDYRUDEOH RU LQ OLJKW RI VSHFLILF V\

,/] ZH DUH XQDEOH WR REWDLQ IXQGLQJ RQ D WLPHO\ EDVLVY RXU JURZWK SURV
VKDUHV DQG $'6V PD\ GHFOLQH DQG ZH PD\ EH UHTXLUHG WR DPRQJ RWKHU Wt

GHOD\ RU UHGXFH WKH QXPEHU RU H[WHQW RI RXU SUHFOLQLFDO DQG FOLl
JUDQW OLFHQVHV WR RXU WHFKQRORJ\ WR FROODERUDWLYH SDUWQHUV R
HOQWHU LOQOWR QHZ FROODERUDWLRQ DJUHHPHQWY XSRQ OHVV IDYRUDEOH
REWDLQ XQGHU GLIIHUHQW FLUFXPVWDQFHV

QD Qs Q-

&RYHQDQWYV LQ WKH )LQDQFH &RQWUDFW JRYHUQLQJ WKH (,% ORDQ LPSRVH UH
EXVLQHVV

7KH J)LQDQFH &RQWUDFW JRYHUQLQJ RXU ORDQ IURP WKH (XURSHDQ ,QYHVWPHC
FRYHQDQWV WKDW LPSRVH UHVWULFWLRQV RQ WKH RSHUDWLRQ RI RXU EXVLQH
UHVWULFWLRQV LQ WKH )LQDQFH &RQWUDFW OLPLW RXU DQG RXU VXEVLGLDULLI

GLVSRVH RI DQ\ SDUW RI RXU EXVLQHVV RU DVVHWV RXWVLGH RI DUPxV O
UHVWUXFWXUH RU PDNH VXEVWDQWLDO FKDQJHV WR WKH QDWXUH RI RXU
HQWHU LQWR FHUWDLQ PHUJHU RU FRQVROLGDWLRQ WUDQVDFWLRQV
GLVSRVH Rl RXU VKDUHKROGLQJV LQ RXU PDWHULDO VXEVLGLDULHV
SXUVXH DFTXLVLWLRQV RU LQYHVWPHQWYV

LQFXU DQ\ LQGHEWHGQHVV LQ H[FHVV RI PLOOLRQ LQ WKH DJJUHJDWH
SURYLGH JXDUDQWHHV LQ UHVSHFW RI OLDELOLWLHV RU RWKHU REOLJDW
HQJDJH LQ FHUWDLQ KHGJLQJ DFWLYLWLHV

JUDQW VHFXULW\ RYHU RXU DVVHWYV

SD\ GLYLGHQGV RU UHSXUFKDVH RXU VKDUHV DQG

LPSDLU RXU LQWHOOHFWXDO SURSHUW\ ULJKWYV

D QO O Q D QO D D D QD

$v D UHVXOW RI WKHVH FRYHQDQWY DQG UHVWULFWLRQV ZH DUH OLPLWHG LQ
LQ WKH )LOQDQFH &RQWUDFW FRQWDLQ VHYHUDO H[FHSWLRQV DQG FDUYH RXWYV
UHVWULFWLRQV ZH PD\ EH XQDEOH WR UDLVH DGGLWLRQDO ILQDQFLQJ RU SXU\
EH EHQHILFLDO WR RXU EXVLQHVV REMHFWLYHV

5LVNV 5 HODWHG WR WKH '"HYHORSPHQW RI 2XU 3URGXFW &DQGLGDWHV

2XU SURGXFW FDQGLGDWHYVY PXVW XQGHUJR FOLQLFDO WULDOV WKDW DUH WLPF
ZKLFK DUH XQSUHGLFWDEOH DQG IRU ZKLFK WKHUH LV D KLJK ULVN RI IDLOXUF
IDLO WR VDWLVIDFWRULO\ GHPRQVWUDWH VDIHW\ DQG HIILFDF\ ZH PD\ LQFXU L
FRPSOHWLQJ RU XOWLPDWHO\ EH XQDEOH WR FRPSOHWH WKH GHYHORSPHQW
FDQGLGDWHYV

,Q RUGHU WR REWDLQ UHTXLVLWH UHJXODWRU\ DSSURYDOV DQG WR VXFFHVVIX
SURFHGXUHV DV DSSOLFDEOH ZH FRQGXFW SUHFOLQLFDO DQG FOLQLFDO SUR.
XOWLPDWHO\ PDUNHWLQJ WKHUDSHXWLF VROXWLRQV WR WUDQVIRUP FDQFHU W
SURGXFW FDQGLGDWH LV FXUUHQWO\ EHLQJ HYDOXDWHG LQ D WRWDO RI HLJK}\
YDULRXV FDQFHU LQGLFDWLRQV ,Q -DQXDU\ ZH DQQRXQFHG D FROODERUDW
DSSUR[LPDWHO\ SDWLHQWV WR EH HQUROOHG DFURVV PXOWLSOH FOLQLFDO
1%7;5 DFURVV VHYHUDO FDQFHU W\SHV %HFDXVH ZH DUH FRQGXFWLQJ FOLQLF
LQGLFDWLRQV DQ XQIDYRUDEOH RXWFRPH LQ RQH RU PRUH WULDOV PD\ FDOO
UHVSHFW WR RWKHU FDQFHU LQGLFDWLRQV DQG SRWHQWLDOO\ XQGHUPLQH W|

YXUWKHU SUHFOLQLFDO WHVWLQJ DQG FOLQLFDO WULDOV DUH ORQJ H[SHQVLY
H[WHQVLYH GHOD\V :H FDQQRW JXDUDQWHH WKDW DQ\ FOLQLFDO WULDOV ZLOC
DW DOO )RU H[DPSOH RQH SDWLHQW ZKR SDUWLFLSDWHG LQ RXU FOLQLFDO W
FDQFHUV GLHG IURP KLV FDQFHU EHIRUH DQ\ REVHUYDWLRQ RI UHVSRQVH WR W
EH XQUHODWHG WR WKH WUHDWPHQW VXFK VHWEDFNV FRXOG FDXVH GHOD\V L
FRPSOHWH WKH SUHFOLQLFDO WHVWLQJ DQG FOLQLFDO GHYHORSPHQW QHFHVV
IDLOXUH FDQ RFFXU DW DQ\ VWDJH 7KH GHVLJQ RI D FOLQLFDO WULDO FDQ GH)
FHUWLILFDWLRQ RI D SURGXFW DV DSSOLFDEOH DQG IODZV LQ WKH GHVLJQ RI
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FOLQLFDO WULDO LV ZHOO DGYDQFHG $Q XQIDYRUDEOH RXWFRPH LQ RQH RU P
FDQGLGDWHY DQG IRU XV 'XH WR RXU OLPLWHG ILQDQFLDO UHVRXUFHV DQ XQ
XV WR GHOD\ UHGXFH WKH VFRSH RI RU HOLPLQDWH RQH RU PRUH SURGXFW G
DGYHUVH HIITHFW RQ RXU EXVLQHVV DQG ILQDQFLDO FRQGLWLRQ DQG RQ WKH Y

,Q FROQQHFWLRQ ZLWK FOLQLFDO WHVWLQJ DQG WULDOV ZH IDFH D QXPEHU RI |

Q-

D SURGXFW FDQGLGDWH LV LQHIIHFWLYH LQIHULRU WR H[LVWLQJ DSSURY
XQDFFHSWDEOH VLGH HIITHFWV ERWK LPPHGLDWH RU ORQJ WHUP
SDWLHQWYV PD\ GLH RU VXIIHU RWKHU DGYHUVH HIIHFWV IRU UHDVRQV WKI
FDQGLGDWH EHLQJ WHVWHG

HIWHQVLRQ VWXGLHY RQ ORQJ WHUP WROHUDQFH FRXOG LQYDOLGDWH WHK
WKH UHVXOWY PD\ QRW FRQILUP WKH SRVLWLYH UHVXOWY RI HDUOLHU WH
WKH LOQOGHSHQGHQW GDWD PRQLWRULQJ FRPPLWWHH DVVLIQHG WR UHYLH
IODZV LQ RU UHFRPPHQG DJDLQVW DGYDQFHPHQW RI RU DGMXVWPHQWYV V
WKH UHVXOwY PD\ QRW PHHW WKH OHYHO RI VWDWLVWLFDO VLJQLILFDQFt
HVYWDEOLVK WKH VDIHW\ DQG HIILFDF\ RI RXU SURGXFW FDQGLGDWHYV

D Q- Q-

Q-

7KH UHVXOWYV RI SUHFOLQLFDO VWXGLHV GR QRW QHFHVVDULO\ SUHGLFW FOLQ
QRW SURGXFH WKH VDPH UHVXOWY DV HDUOLHU VWDJH FOLQLFDO WULDOV 7R (
LQGLFDWLRQV KDYH JHQHUDWHG IDYRUDEOH GDWD KRZHYHU ZH PD\ KDYH GLII
DQG FHUWDLQ FOLQLFDO WULDOV KDYH RQO\ \LHOGHG SUHOLPLQDU\ GDWD $V |
SULRU FOLQLFDO WULDOV RU LQ RXU SUHOLPLQDU\ GDWD )UHTXHQWO\ SURGXEF
ELRSKDUPDFHXWLFDO DQG QDQRPHGLFLQH FRPSDQLHYVY KDYH VKRZQ SURPLVLQJ
WULDOV EXW KDYH VXEVHTXHQWO\ VXIIHUHG VLJQLILFDQW VHWEDFNV RU IDLO}
SURGXFWV RIWHQ UHYHDO WKDW LW LV QRW SRVVLEOH RU SUDFWLFDO WR FRQ\

‘H FDQQRW JXDUDQWHH WKDW RXU FXUUHQW RU IXWXUH SURGXFW GHYHORSPHC
DQWLFLSDWHG WLPH IUDPHV ,I ZH GR QRW VXFFHVVIXOO\ FRPSOHWH SUHFOLQL
SXUVXH UHTXLUHG PDUNHW DXWKRUL]DWLRQ WR PDUNHW DQG VHOO RXU SURGHX
VXFFHVVIXOO\ FRPSOHWH FOLQLFDO WULDOV WKRVH UHVXOWY DUH QRW QHFH\
QHHGHG EHIRUH VXEPLWWLQJ PDUNHWLQJ DSSOLFDWLRQV WR WKH )'$ RU LQLW
DV DSSOLFDEOH $OWKRXJK WKHUH DUH D ODUJH QXPEHU RI GUXJV DQG PHGLFCL
6WDWHY DQG RWKHU FRXQWULHYVY RQO\ D VPDOO SHUFHQWDJH UHVXOW LQ WKH
D FRQIRUPLW\ DVVHVVPHQW SURFHGXUH HYHQ IHZHU DUH DSSURYHG IRU FRPPI
ZLGHVSUHDG SK\VLFLDQ DQG FRQVXPHU DFFHSWDQFH IROORZLQJ UHJXODWRU\ |
FRQIRUPLW\ DVVHVVPHQW SURFHGXUH DV DSSOLFDEOH ,I RXU FOLQLFDO WULTL
DQG HIITHFWLYHQHVY RI RXU SURGXFW FDQGLGDWHY LQ GHYHORSPHQW ZH PD\ ¢
PDUNHWLQJ UHIJXODWRU\ UHTXLUHPHQWY IRU DQ\ RI WKHVH SURGXFW FDQGLGD
PDWHULDOO\ KDUPHG

'"HOD\V VXVSHQVLRQV DQG WHUPLQDWLRQV LQ RXU FOLQLFDO WULDOV FRXOG L
SUHYHQW RXU DELOLW\ WR JHQHUDWH UHYHQXHV

+XPDQ FOLQLFDO WULDOV DUH YHU\ H[SHQVLYH WLPH FRQVXPLQJ DQG GLIILFX
&RPPHQFHPHQW RI RXU FOLQLFDO WULDOV IRU RXU SURGXFW FDQGLGDWHYV PD\
LQ

oY

GHPRQVWUDWLQJ VXIILFLHQW SUHFOLQLFDO VDIHW\ DQG HIILFDF\ WR REW
WULDO

YDOLGDWLQJ WHVW PHWKRGY WR VXSSRUW TXDOLW\ WHVWLQJ RI WKH SUF
PDQXIDFWXULQJ VXIILFLHQW TXDQWLWLHV RI WKH SURGXFW FDQGLGDWH ¢
REWDLQLQJ LQVWLWXWLRQDO UHYLHZ ERDUG DSSURYDO WR FRQGXFW D F
GHWHUPLQLQJ GRVLQJ DQG FOLQLFDO WULDO GHVLJQ DQG

SDWLHQW HQUROOPHQW ZKLFK LV D IXQFWLRQ RI PDQ\ IDFWRUV LQFOXG!
WKH SURWRFRO WKH SUR[LPLW\ Rl SDWLHQWV WR FOLQLFDO WULDO VLWF
RQFRORJLFDO LQGLFDWLRQ DQG WKH HOLJLELOLW\ FULWHULD IRU WKH FO

QD Q- Q-

7KH FRPSOHWLRQ RI RXU FOLQLFDO WULDOV IRU RXU SURGXFW FDQGLGDWHYV PI
QXPEHU RI IDFWRUV LQFOXGLQJ

ODFN RI HIILFDF\ RI SURGXFW FDQGLGDWHY GXULQJ FOLQLFDO WULDOV
DGYHUVH HYHQWYV VDIHW\ LVVXHV RU VLGH HIIHFWV UHODWLQJ WR WKH S
XQDQWLFLSDWHG HYHQWY GXULQJ FOLQLFDO WULDOV UHTXLULQJ DPHQGP
LQDELOLW\ WR UDLVH DGGLWLRQDO FDSLWDO LQ VXIILFLHQW DPRXQWYV WI
SURJUDPV

WKH QHHG WR VHTXHQFH DQG SULRULWL]H FOLQLFDO WULDOV DV RSSRVH!
FRQVHUYH UHVRXUFHV

RXU LQDELOLW\ WR HQWHU LQWR FROODERUDWLRQV UHODWLQJ WR WKH G
FDQGLGDWHYV

RXU IDLOXUH WR FRQGXFW FOLQLFDO WULDOV LQ DFFRUGDQFH ZLWK UHJX
RXU LQDELOLW\ WR PDQXIDFWXUH RU REWDLQ IURP WKLUG SDUWLHV VXIIL
SUHFOLQLFDO VWXGLHY DQG FOLQLFDO WULDOV RU RI UDZ PDWHULDOV QF

D Q- Q-

Q-

Q-

Q-



/DEOH RI &RQWHQWYV

a JRYHUQPHQWDO RU UHJXODWRU\ GHOD\V DQG FKDQJHV LQ UHJXODWRU\ Ul
UHJXODWRU\ DXWKRULWLHV LQFOXGLQJ PDQGDWHG FKDQJHV LQ WKH VFR
VXSSOHPHQWDO LQIRUPDWLRQ ZLWK UHVSHFW WR FOLQLFDO WULDO UHVX

a GHOD\V LQ SDWLHQW HQUROOPHQW YDULDELOLW\ LQ WKH QXPEHU DQG W
ORZHU WKDQ DQWLFLSDWHG UHWHQWLRQ UDWHV IRU SDWLHQWYV LQ FOLQL

a GLIILFXOW\ LQ SDWLHQW PRQLWRULQJ DQG GDWD FROOHFWLRQ GXH WR ID
DQG

a YDU\LQJ LQWHUSUHWDWLRQV RI RXU GDWD E\ WKH 1RWLILHG %RG\ )'$ DQ

0DQ\ RI WKHVH IDFWRUV FRXOG DOVR XOWLPDWHO\ OHDG WR WKH GHQLDO RI R:
DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU\ UHTXLUHPHQWYV IRU 1%7;5 RU RXU
VXVSHQVLRQV RU WHUPLQDWLRQV LQ D FOLQLFDO WULDO WKH FRPPHUFLDO SU
DQG RXU DELOLW\ WR JHQHUDWH SURGXFW UHYHQXHV ZLOO EH GHOD\HG RU VX|

‘H UHO\ RQ WKLUG SDUWLHV WR DVVLVW LQ RXU GLVFRYHU\ DQG GHYHORSPHQW
XVHG LQ RXU SURGXFW FDQGLGDWHY DQG FRQGXFW RXU FOLQLFDO WULDOV DC
FRXOG KLQGHU RXU SURGXFW GHYHORSPHQW SURVSHFWY RU UHVXOW LQ FRVW)
VXFFHVVIXOO\ FRPPHUFLDOL]LQJ RXU SURGXFW FDQGLGDWHYV

‘H FXUUHQWO\ DQG H[SHFW WR FRQWLQXH WR GHSHQG RQ FROODERUDWLRQYV
KRVSLWDOV FOLQLFV DQG FDQFHU WUHDWPHQW FHQWHUV WR FRQGXFW VRPH
LQWR UHVHDUFK FROODERUDWLRQV ZLWK WKHVH LQVWLWXWLRQV RU LI DQ\ RQ
UHVHDUFK GHYHORSPHQW RU PDUNHWLQJ RI RXU SURGXFW FDQGLGDWHY SODQ
FDQFHOHG ,Q WKH HYHQW D FROODERUDWLRQ DJUHHPHQW LV WHUPLQDWHG RU
DFFHSWDEOH FRQGLWLRQV RXU GLVFRYHU\ DQG GHYHORSPHQW DFWLYLWLHV P

JXUWKHU ZH GHSHQG RQ RXU SURGXFWLRQ PHWKRG ZKLFK ZH GHYHORSHG LQW
$OWKRXJIJK ZH KDYH WUDLQHG RXU WKLUG SDUW\ PDQXIDFWXUHUV LQ WKH DSSO
PDLQWDLQ TXDOLW\ FRQWURO WKURXJK DPRQJ RWKHU WKLQJYV LPSOHPHQWDW
WKLUG SDUW\ PDQXIDFWXUHUVx LPSOHPHQWDWLRQ RI RXU SURGXFWLRQ PHWKR
VXFK WKLUG SDUW\ PDQXIDFWXUHUV ZLOO FRPSO\ ZLWK DOO QHFHVVDU\ VDIHW
SURGXFWLRQ PHWKRG $Q\ LOWHUUXSWLRQ LQ WKH SURGXFWLRQ RI QDQRSDUW
LQMXULHV RU VDIHW\ FRQFHUQV IURP WKH LPSOHPHQWDWLRQ WKHUHRI FRXOG
HITRUWYV

‘H UHO\ RU PD\ UHO\ RQ PHGLFDO LQVWLWXWLRQV FOLQLFDO LQYHVWLJDWRU\
DQG WR SHUIRUP GDWD FROOHFWLRQ DQG DQDO\VLYVY )RU H[DPSOH XQGHU RXU
FOLQLFDO WULDOV DUH FXUUHQWO\ EHLQJ UXQ E\ 0' $QGHUVRQ DQG 0' $QGHUV
WKH 0' $QGHUVRQ &ROODERUDWLRQ $JUHHPHQW DV WKH VSRQVRU IRU WKH UHP
DV SDUW RI WKLV FROODERUDWLRQ

2XU FOLQLFDO WULDOV FRQGXFWHG LQ UHOLDQFH RQ WKLUG SDUWLHV PD\ EH C

a WKH WKLUG SDUWLHV GR QRW GHYRWH D VXIILFLHQW DPRXQW RI WLPH RU
VXFFHVVIXOO\ FDUU\ RXW WKHLU FRQWUDFWXDO GXWLHV RU WR PHHW UH.

a ZH UHSODFH D WKLUG SDUW\ RU

a WKH TXDOLW\ RU DFFXUDF\ RI WKH GDWD REWDLQHG E\ WKLUG SDUWLHV L
FOLQLFDO SURWRFROV UHJXODWRU\ UHTXLUHPHQWY RU IRU RWKHU UHD\

‘H JHQHUDOO\ GR QRW KDYH WKH DELOLW\ WR FRQWURO WKH SHUIRUPDQFH RI \
FROOHFWLRQ DQG DQDO\VLYV 7KLUG SDUW\ SHUIRUPDQFH IDLOXUHYV PD\ LQFUHLEL
UHJXODWRU\ DSSURYDO RU VXFFHVVIXOO\ FRPSOHWH SUH PDUNHWLQJ FHUWLIL
FRPPHUFLDOL]DWLRQ RI RXU SURGXFW FDQGLGDWHYVY ,Q DGGLWLRQ RXU WKLUC
VXFK WKLUG SDUW\xV OLDELOLW\ VXFK WKDW ZH PD\ QRW EH DEOH WR REWDLQ
FROQQHFWLRQ ZLWK WKH WKLUG SDUW\xV SHUIRUPDQFH IDLOXUHYVY 8OWLPDWHO\
FOLQLFDO WULDOV LV FRQGXFWHG LQ DFFRUGDQFH ZLWK WKH DSSOLFDEOH SUF
UHOLDQFH RQ WKLUG SDUWLHV GRHV QRW UHOLHYH XV RI WKLV UHVSRQVLELOL
DOWHUQDWLYH VRXUFHV WR SURYLGH WKHVH VHUYLFHV LQ WKH HYHQW WKDW
HOQOWHU LOQWR UHSODFHPHQW DUUDQJHPHQWY ZLWKRXW LQFXUULQJ GHOD\V RU I
EDQNUXSWF\ RU VKXWGRZQ RI RU D GLVSXWH ZLWK D WKLUG SDUW\ ZH PD\ EH
DORWKHU WKLUG SDUW\ RQ FRPPHUFLDOO\ DFFHSWDEOH WHUPYV

‘H KDYH HQWHUHG DQG PD\ LQ WKH IXWXUH HQWHU LQWR FROODERUDWLRQ DJ
GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ RI RXU SURGXFW FDQGLGDWHV ZKLF}
UHYHQXHV

‘H KDYH OLPLWHG FDSDELOLWLHV IRU SURGXFW GHYHORSPHQW DQG PD\ VHHN V
GHYHORSPHQW DQG SRWHQWLDO FRPPHUFLDOL]DWLRQ RI RXU SURGXFW FDQGL
ZLWK UHVSHFW WR D SURVSHFWLYH GHYHORSPHQW SURJUDP ZH PD\ QRW EH DE
DEOH WR HQWHU LQWR DQ DJUHHPHQW RQ FRPPHUFLDOO\ UHDVRQDEOH WHUPYV
FROODERUDWRUV IRU WKH GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ RI RXU SU|
DUUDQJHPHQWY ZH KDYH OLPLWHG FRQWURO RYHU WKH DPRXQW DQG WLPLQJ \
GHYHORSPHQW RU FRPPHUFLDOL]DWLRQ RI RXU SURGXFW FDQGLGDWHYV
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7TKHVH FROODERUDWLRQV SRVH D QXPEHU RI ULVNV LQFOXGLQJ WKH IROORZLQ
a FROODERUDWRUV PD\ QRW KDYH VXIILFLHQW UHVRXUFHV RU GHFLGH QRW
FRQVWUDLQWY VXFK DV EXGJHW OLPLWDWLRQV ODFN RI KXPDQ UHVRXUF!
a FROODERUDWRUV PD\ EHOLHYH RXU LOQWHOOHFWXDO SURSHUW\ LV QRW YI
LQIULQJHY RQ WKH LQWHOOHFWXDO SURSHUW\ ULJKWV RI RWKHUV
a FROODERUDWRUV PD\ GLVSXWH WKHLU UHVSRQVLELOLW\ WR FRQGXFW GH"
WR WKH DSSOLFDEOH FROODERUDWLRQ LQFOXGLQJ WKH SD\PHQW RI UHO
a FROODERUDWRUV PD\ GHFLGH WR SXUVXH D FRPSHWLWLYH SURGXFW GHY'
a FROODERUDWRUV PD\ QRW EH DEOH WR REWDLQ RU EHOLHYH WKH\ FDQQF
FHUWLILFDWLRQV RU
FROODERUDWRUV PD\ GHOD\ WKH GHYHORSPHQW RU FRPPHUFLDOL]DWLRQ
RU FRPPHUFLDOL]LQJ DQRWKHU SDUW\xV SURGXFW FDQGLGDWH

Q-

7KXV FROODERUDWLRQ DJUHHPHQWYV PD\ QRW OHDG WR GHYHORSPHQW RU FRP
HITLFLHQW PDQQHU RU DW DOO

H DOVR IDFH FRPSHWLWLRQ LQ VHHNLQJ RXW FROODERUDWRUV I ZH DUH XQD
FROODERUDWRUxV REMHFWLYHVY DQG PHHW RXU H[SHFWDWLRQV ZH PD\ EH XQD
JHQHUDWH PHDQLQJIXO UHYHQXHYV

] FXUUHQW RU IXWXUH FROODERUDWLRQ SDUWQHUYV GR QRW IXOILOO WKHLU RE
GLVFRQWLQXDWLRQ RI SDUWQHU VSRQVRUHG FOLQLFDO WULDOV UHGXFHG UH

2XU FROODERUDWLRQ DJUHHPHQWY DQG WKRVH ZH PD\ HOQOWHU LQWR LQ WKH I
SDUWQHUV XVH FRPPHUFLDOO\ UHDVRQDEOH HIIRUWY WR DGYDQFH WKH GHYHO
SURGXFW FDQGLGDWHYV IRU FHUWDLQ LQGLFDWLRQVY DQG LQ VSHFLILHG JHRJUD
GHYHORSPHQW SODQ 6XFK FROODERUDWLRQ DJUHHPHQWY JHQHUDOO\ LQFOXG|
DQG RXU FROODERUDWLRQ SDUWQHUVY WR WHUPLQDWH WKH FROODERUDWLRQ X
PDWHULDO EUHDFK RI WKH DJUHHPHQW 7KH IDLOXUH RI DQ\ FROODERUDWLRQ ¢
DJUHHPHQW PD\ UHVXOW LQ GHOD\V LQ FOLQLFDO WULDO DFWLYLWLHV RU WKH
E\ RXU FROODERUDWLRQ SDUWQHU ZKLFK FRXOG OLPLW WKH JHRJUDSKLHV LQ
FRPPHUFLDOL]H RXU SURGXFW FDQGLGDWHYV

(DUO\ WHUPLQDWLRQ RI DQ\ FROODERUDWLRQ DJUHHPHQW FRXOG UHVXOW LQ D

RSSRUWXQLWLHYV )RU H[DPSOH LQ ODUFK LQ OLIJKW RI GLVDJUHHPHQWYV RY
GHYHORSPHQW RI 1%7;5 LQ WKH $VLD 3DFLILF UHJLRQ ZH DQG 3KDUPD(QJLQH |
DQG &ROODERUDWLRQ DJUHHPHQW WKDW ZH HQWHUHG LQWR LQ $XJXVW tK

FRPPHUFLDOL]DWLRQ RI 1%7;5 LQ WKH $VLD 3DFLILF UHJLRQ SXUVXDQW WR D |
WR PDNH SD\PHQWV WR 3KDUPD(QJLQH RI XS WR PLOOLRQ LQ WRWDO XSIURQ\
DGPLQLVWUDWLYH VWHSY LQ FRQQHFWLRQ ZLWK WKH ZLQGLQJ XS RI WKH FROO
VHFRQG UHJXODWRU\ DSSURYDO RI 1%7;5 LQ DQ\ MXULVGLFWLRQ RI WKH ZRUO(
3KDUPD(QJLQH DW ORZ VLQJOH GLJLW UR\DOW\ UDWHV ZLWK UHVSHFW WR VDOF
SHULRG FRPPHQFLQJ RQ WKH FRUUHVSRQGLQJ ILUVW GDWH RI VDOHV LQ WKH U
FROODERUDWLRQ DJUHHPHQW FRXOG UHVXOW LQ GLVSXWHV RYHU LQWHOOHFW
ULIJKWV ZLWK UHVSHFW WR IXWXUH UHYHQXH ZKLFK FRXOG OHDG WR DUELWUD
'LVSXWHV RU OLWLIJDWLRQ LQYROYLQJ D FROODERUDWLRQ SDUWQHU PD\ PDNH
DOQRWKHU WKLUG SDUW\ RQ FRPPHUFLDOO\ DFFHSWDEOH WHUPV

5LVNV 5SHODWHG WR 2EWDLQLQJ 5HIXODWRU\ $SSURYDO RU &HUWLILFDWLRQ IR
2XU EXVLQHVV LV JRYHUQHG E\ D ULJRURXV FRPSOH[ DQG HYROYLQJ UHJXODWI

7KH GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ RI WKHUDSHXWLF VROXWLRQV IR
FRPSOH[ DQG HYROYLQJ JOREDO UHJXODWRU\ HQYLURQPHQW 5HJXODWRU\ DXW
KDYH LPSRVHG VWULQJHQW UHTXLUHPHQWY RQ WKH DPRXQW DQG W\SHV RI GDV
RI SURGXFWV SULRU WR PDUNHWLQJ DQG VDOH ORUHRYHU DQ\ SURGXFWYV DSS
RI WKHLU SDWLHQW ULVN EHQHILW UDWLR RQ D UHJXODU EDVLV IROORZLQJ LQL
RU SRWHQWLDO SUREOHPV ZKLFK ZHUH QRW GHWHFWHG GXULQJ GHYHORSPHQW
WKH VXVSHQVLRQ RU ZLWKGUDZDO RI WKH SURGXFW IURP WKH PDUNHW DQG DQ
JOREDO UHJXODWLRQ KDV LQFUHDVHG WKH FRVW RI REWDLQLQJ DQG PDLQWDLC
FRVW RI VXFFHVVIXOO\ FRPSOHWLQJ WKH QHFHVVDU\ FRQIRUPLW\ DVVHVVPHQW
DQG WKHUHIRUH PD\ OLPLW WKH HFRQRPLF YDOXH RI D QHZ SURGXFW WKH SUR
FDQGLGDWHY KDYH EHHQ UHGXFHG

,Q DGGLWLRQ FOLQLFDO VWXGLHV IRU RXU SURGXFW FDQGLGDWHY DUH VXEMH
UHIJXODWRU\ DXWKRULWLHYV RI WKH FRXQWULHYV LQ ZKLFK WKH VWXGLHV ZLOO E
FOLQLFDO VWXG\ PD\ SURFHHG RQFH WKH )'$ QRWLILHY WKH DSSOLFDQW WKDW
VXEPLVVLRQ LV QRW SODFHG RQ KROG E\ WKH )'$ $ QHIJDWLYH RSLQLRQ IURP V
RXU FOLQLFDO GHYHORSPHQW SURJUDPV FRXOG VXVSHQG RU WHUPLQDWH VXFK
SURYLGHG WR UHJXODWRU\ DXWKRULWLHYV GXULQJ D FOLQLFDO WULDO SXUVXD
RFFXUUHQFH RI XQGHVLUDEOH VLGH HIIHFWV WKH UHJXODWRU\ DXWKRULWLHYV
FOLQLFDO WULDO
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1%7;5 KDV EHHQ FODVVLILHG DV D U&ODVV ,,, PHGLFDO GHYLFHU LQ WKH (8 DQ
FHUWLILFDWLRQ RUJDQL]DWLRQV U1RWLILHG %RGLHVU GHVLJQDWHG E\ WKH Q
6WDWHYV DQG FRPSDUDEOH UHJXODWRU\ DXWKRULWLHYV LQ RWKHU MXULVGLFWL
DSSOLFDEOH QHZ GUXJ RU KLJK ULVN PHGLFDO GHYLFH FDQGLGDWHY EHIRUH V
VROG LQ WKRVH MXULVGLFWLRQV :H PXVW SURYLGH WKHVH UHJXODWRU\ DXWK
WuUuLDOV WKDW GHPRQVWUDWH WKDW RXU SURGXFW FDQGLGDWHY DUH VDIH DQ(
DSSURYHG RU FHUWLILHG IRU FRPPHUFLDO GLVWULEXWLRQ :H PXVW SURYLGH ¢
VXEVWDQFH DQG SURGXFW :H PXVW DOVR DVVXUH WKH UHJXODWRU\ DXWKRULYV
FOLQLFDO EDWFKHV ZLOO EH UHSOLFDWHG FRQVLVWHQWO\ LQ WKH FRPPHUFLD!

7KH FRPSHWHQW DXWKRULWLHV RI (8 OHPEHU 6WDWHV FRXOG UHFRQVLGHU WKF
WKH (8 DQG GHFLGH WR UHFODVVLI\ LW DV D UGUXJ U ,I| RXU SURGXFW FDQGLGTE
FOLQLFDO GHYHORSPHQW ZRXOG EHFRPH VXEMHFW WR D PRUH FRPSOH[ UHJXOTL
FRPPHUFLDOL]DWLRQ SURFHVV ZRXOG WKHUHIRUH EH ORQJHU DQG PRUH FRVWC(
FODVVLILFDWLRQ ,Q DQ HIIRUW WR PLQLPL]H WKH LPSDFW RI D SRWHQWLDO UH
FRQGXFW RXU FOLQLFDO WULDOV LQ DFFRUGDQFH ZLWK WKH UHJXODWRU\ IUDP
GUXJV

,] RXU SURGXFW FDQGLGDWHY DUH QRW DSSURYHG IRU PDUNHWLQJ E\ DSSOLFD
FRPSOHWH RWKHU DSSOLFDEOH SUH PDUNHWLQJ UHIJXODWRU\ UHTXLUHPHQWYV

$V Rl WKH GDWH Rl WKLV $QQXDO 5HSRUW ZH DUH SULPDULO\ IRFXVLQJ RXU GF
RQ WKH (8 DQG WKH 8QLWHG 6WDWHY $OWKRXJK ZH DFKLHYHG D SURRI RI FRQF
SURFHVV IRU WKH &( PDUN RI 1%7;5 WKHUHE\ DOORZLQJ WKH SURGXFW WR EH
WUHDWPHQW RI ORFDOO\ DGYDQFHG 676 ZH DUH QRZ SULRULWL]LQJ WKH GHYH
IRU WKH WUHDWPHQW RI KHDG DQG QHFN FDQFHUV :H FDQQRW DVVXUH \RX WKI
FDQGLGDWHY ZLOO UHFHLYH DSSURYDO IURP WKH )'$ RU DQ\ RWKHU UHJXODWHF
DVVHVVPHQW SURFHGXUHV LQ WKH (8 2XU $SGRGIV QR\W BMRNVILGH IR Q\+BI\OWXUD Q
DGGLWLRQDO 1%7:5 SURGXFW FDQGLGDWHV ZLOO VXFFHVVIXOO\ FRPSOHWH VL
FRPSOHWH DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU\ UHTXLUHPHQWYV IRU DQ\
WKH 8QLWHG 6WDWHV RU WKH (8 ZH PD\ QHYHU REWDLQ DSSURYDO RU FRPPHU!
WR YDU\LQJ DSSURYDO SURFHGXUHV RU RWKHUZLVH ZKLFK ZRXOG OLPLW RXU |

6HYHUDO IDFWRUV ZLOO GHWHUPLQH ZKHWKHU ZH UHFHLYH )'$ DSSURYDO RU Z}
DVVHVVPHQW SURFHGXUHV LQ WKH (8 LQFOXGLQJ EXW QRW OLPLWHG WR

a4 RXU DELOLW\ WR FRQWLQXH WR GHYHORS RXU SURGXFW FDQGLGDWHV FXL
RXU SURGXFWV FXUUHQWO\ LQ SUHFOLQLFDO GHYHORSPHQW SKDVH WR D
QH[W

a RXU DELOLW\ RU WKH DELOLW\ RI D FRQWUDFWHG WKLUG SDUW\ WR VXFF
GHDGOLQHV DQG ZLWK WKH KXPDQ WHFKQLFDO DQG ILQDQFLDO UHVRXUF

,Q WKH HYHQW WKDW ZH GR QRW VXFFHVVIXOO\ FRPSOHWH DSSOLFDEOH SUH PI
FDQGLGDWHY HVWDEOLVKHG E\ WKH DSSOLFDEOH DXWKRULWLHYV RU ERGLHV LQ
FRPPHUFLDOL]H VXFK FDQGLGDWHYV

*RYHUQPHQW UHVWULFWLRQV RQ SULFLQJ DQG UHLPEXUVHPHQW DV ZHOO DV R
LQLWLDWLYHY PD\ QHIJDWLYHO\ LPSDFW RXU DELOLW\ WR JHQHUDWH UHYHQXH
SUH PDUNHWLQJ UHIJXODWRU\ UHTXLUHPHQWY WR PDUNHW D SURGXFW

2XU DELOLW\ WR FRPPHUFLDOL]H DQ\ SURGXFWV VXFFHVVIXOO\ DOVR ZLOO GHS
DGHTXDWH UHLPEXUVHPHQW IRU WKHVH SURGXFWY DQG UHODWHG WUHDWPHQW
JRYHUQPHQW KHDOWK DGPLQLVWUDWLRQ DXWKRULWLHVY SULYDWH KHDOWK LQ"
RUJDQL]DWLRQV 7KLUG SDUW\ SD\RUV GHWHUPLQH ZKLFK WKHUDSHXWLF WUHD
OHYHOV $VVXPLQJ ZH REWDLQ FRYHUDJH IRU D JLYHQ SURGXFW E\ D WKLUG SD
UDWHV PD\ QRW EH DGHTXDWH RU PD\ UHTXLUH FR SD\PHQWYVY WKDW SDWLHQWYV
RXU SURGXFWV XQOHVVY FRYHUDJH LV SURYLGHG DQG UHLPEXUVHPHQW LV DGHT
Rl RXU SURGXFWY DQG WKH WUHDWPHQW DVVRFLDWHG ZLWK XVH RI RXU SURGX
UHLPEXUVHPHQW LV FULWLFDO WR QHZ SURGXFW DFFHSWDQFH &RYHUDJH GHFI
VWDQGDUGY WKDW GLVIDYRU QHZ GUXJ SURGXFWYV ZKHQ PRUH HVWDEOLVKHG R
DYDLODEOH RU VXEVHTXHQWO\ EHFRPH DYDLODEOH

7KLUG SDUW\ SD\RUV DUH GHYHORSLQJ LQFUHDVLQJO\ VRSKLVWLFDWHG PHWKR
FRYHUDJH DQG WKH DPRXQW RI UHLPEXUVHPHQW IRU SDUWLFXODU WKHUDSHXW
UHTXLULQJ WKDW KHDOWKFDUH FRPSDQLHV SURYLGH WKHP ZLWK SUHGHWHUPL
FRYHUDJH DUH GHSOR\LQJ YDULRXV WHFKQLTXHV WR OHYHUDJH JUHDWHU GLVI
WKH SULFHV FKDUJHG IRU WKHUDSHXWLF SURGXFWYV ,Q DGGLWLRQ LQ WKH 8Q]
PDQXIDFWXUHUV LQ WKH IRUP Rl PDQGDWRU\ DGGLWLRQDO UHEDWHV DQG RU G
JUHDWHU WKDQ WKH &RQVXPHU 3ULFH ,QGH[ BUEDQ DQG WKHVH UHEDWHV DQG
LPSDFW RXU DELOLW\ WR UDLVH FRPPHUFLDO SULFHV )XUWKHU QR XQLIRUP SF
GUXJ SURGXFWV H[LVWV DPRQJ WKLUG SDUW\ SD\RUV LQ WKH 8QLWHG 6WDWHYV
SURGXFWV FDQ GLIIHU VLJQLILFDQWO\ I[URP SD\RU WR SD\RU $V D UHVXOW WK
FRQVXPLQJ DQG FRVWO\ SURFHVV WKDW ZLOO UHTXLUH XV WR SURYLGH VFLHQ\
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HDFK SD\RU VHSDUDWHO\ ZLWK QR DVVXUDQFH WKDW FRYHUDJH DQG DGHTXDW
REWDLQHG LQ WKH ILUVW LQVWDQFH

7TKH FROQWLQXLQJ HIITRUWYV RI WKLUG SDUW\ SD\RUV WR FRQWDLQ RU UHGXFH FR
FRPPHUFLDOL]DWLRQ SURVSHFWV LQFOXGLQJ

RXU DELOLW\ WR VHW D SULFH ZH EHOLHYH LV IDLU IRU RXU SURGXFWYV L
RXU DELOLW\ WR REWDLQ DQG PDLQWDLQ PDUNHW DFFHSWDQFH E\ WKH Pl
RXU DELOLW\ WR JHQHUDWH UHYHQXHY DQG DFKLHYH SURILWDELOLW\ DQ
WKH DYDLODELOLW\ RI FDSLWDO

QD QO Q-

‘H FDQQRW EH VXUH WKDW FRYHUDJH DQG UHLPEXUVHPHQW ZLOO EH DYDLODEGQG
FRPPHUFLDOL]H DQG LI UHLPEXUVHPHQW LV DYDLODEOH ZKDW WKH OHYHO RI

PD\ LPSDFW WKH GHPDQG IRU RU WKH SULFH RI DQ\ SURGXFW FDQGLGDWH IRU
PDUNHWLQJ UHJXODWRU\ UHTXLUHPHQWYV ,I| FRYHUDJH DQG UHLPEXUVHPHQW D
WR OLPLWHG OHYHOV ZH PD\ QRW VXFFHVVIXOO\ FRPPHUFLDOL]H DQ\ SURGXFW
DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU\ UHTXLUHPHQWYV

,Q WKH 8QLWHG 6WDWHYV WKH 3DWLHQW 3URWHFWLRQ DQG $IIRUGDEOH &DUH $
5HFRQFLOLDWLRQ $FW FROOHFWLYHO\ WKH U$&$0 KDV VLIJQLILFDQWO\ LPSDF!
SD\PHQW IRU KHDOWKFDUH 9DULRXV SURYLVLRQV RI WKH $&% ZHUH GHVLJQHG
SUHPLXPV SURYLGH LQFHQWLYHV IRU EXVLQHVVHVY WR SURYLGH KHDOWKFDUH
HILVWLQJ FRQGLWLRQV HVWDEOLVK KHDOWK LQVXUDQFH H[FKDQJHV DQG SUR®
UHJDUG WR WKHUDSHXWLF SURGXFWV VSHFLILFDOO\ WKH $&$% DPRQJ RWKHU W
GUXJV FRYHUHG XQGHU OHGLFDLG SURJUDPVY DQG PDGH FKDQJHV WR WKH FRYH
SUHVFULSWLRQ GUXJ EHQHILW

6LQFH LWV HQDFWPHQW WKHUH KDYH EHHQ PXOWLSOH FKDOOHQJHV WR FHUWD|
UHPDLQV UHJDUGLQJ WKH LPSOHPHQWDWLRQ DQG LPSDFW RI WKH $&$ )RU H[DF
HQG RI WKDW HOLPLQDWHG WKH LQGLYLGXDO PDQGDWHOD WD[ SHQDOW\ IR
LQVXUDQFH FRYHUDJHOEHJLQQLQJ LQ ,Q 'HFHPEHU D IHGHUDO GLVWUL]
RI VWDWH DWWRUQH\V JHQHUDO IRXQG WKH $&$% XQFRQVWLWXWLRQDO LQ LWV
PDQGDWH SURYLVLRQ WKHUH ZDV QR ORQJHU D EDVLV WR UHO\ RQ &RQJUHVVL
ODZ ,Q 'HFHPEHU D IHGHUDO DSSHDOV FRXUW DJUHHG WKDW WKH LQGLYLG
WKH FDVH EDFN WR WKH GLVWULFW FRXUW WR DVVHVV PRUH FDUHIX0OO\ ZKHWK
VXUYLYH ,Q ODUFK WKH 6XSUHPH &RXUW JUDQWHG D ZULW RI FHUWLRUDUL
DSSHDOV FRXUW 2UDO DUJXPHQW ZDV KHOG LQ WKH FDVH LQ 1RYHPEHU DC
FXUUHQW 6XSUHPH &RXUW WHUP HQGV LQ -XQH RI 3HQGLQJ DFWLRQ E\ WKH
WR D FRXUW EHORZ RU IXUWKHU OLWLJDWLRQ WKDW PD\ IROORZ ZKLFK FRXOG
RSHUDWLRQDO :H FDQQRW SUHGLFW WKH XOWLPDWH FRQWHQW WLPLQJ RU HII
UHIRUP HIIRUWV DQG WKHUH FDQ EH QR DVVXUDQFH WKDW DQ\ VXFK KHDOWK F
EXVLQHVV DQG ILQDQFLDO UHVXOWV

,Q DGGLWLRQ WR IXUWKHU MXGLFLDO UHYLHZ RI WKH $&% 8 6 IHGHUDO DQG VW
RI KHDOWK FRYHUDJH KHDOWK FDUH DQG SKDUPDFHXWLFDOV DOWKRXJK IXWXU
XQFOHDU FUHDWLQJ VLIJQLILFDQW ULVNV IRU WKH VHFWRU $W WKH IHGHUDO O
U%%$0 DPHQGHG WKH $&$ HIIHFWLYH -DQXDU\ WR FORVH WKH FRYHUDJ
LQFUHDVHG LQ WKH SHUFHQWDJH E\ ZKLFK D GUXJ PDQXIDFWXUHU PXVW GL\
SHUFHQW WR SHUFHQW

,Q DGGLWLRQ ERWK WKH %XGJHW &RQWURO $FW RI DQG WKH $PHULFDQ 7D[S
LOVWLWXWHG DPRQJ RWKHU WKLQJV PDQGDWRU\ UHGXFWLRQV LQ OHGLFDUH ¢

JXUWKHU WKHUH KDV EHHQ KHLIJKWHQHG JRYHUQPHQWDO VFUXWLQ\ RYHU WKH
PDUNHWHG SURGXFWYVY ZKLFK KDV UHVXOWHG LQ VHYHUDO UHFHQW 8 6 &RQJUF
DQG VWDWH OHJLVODWLRQ GHVLIQHG WR DPRQJ RWKHU WKLQJV EULQJ PRUH
EHWZHHQ SULFLQJ DQG PDQXIDFWXUHU SDWLHQW SURJUDPV UHGXFH WKH FRVYV
SURJUDP UHLPEXUVHPHQW PHWKRGRORJLHV IRU GUXJ SURGXFWV )HGHUDO UHJ
IXUQLVKHG XQGHU OHGLFDUH DQG OHGLFDUH $GYDQWDJH SODQV WKURXJK XWLC
LQFUHDVH SULFH WUDQVSDUHQF\ IRU VXFK GUXJV WKURXJK WKH SURKLELWLRQ
HITHFWLYH RQ -DQXDU\ 6LQFH PXOWLSOH VWDWHY HQDFWHG DQG HYH
OHJLVODWLRQ ZKLFK ZLOO UHTXLUH SULFH WUDQVSDUHQF\ DQG UHSRUWLQJ RI
DOQWLFLSDWHG WR FRQWLQXH ZKHUH OHJLVODWLRQ LV H[SHFWHG UHJDUGLQJ S
RWKHU PHDVXUHY UHODWHG WR SULFLQJ

,Q 1RYHPEHU WKH 8 6 '"HSDUWPHQW RI +HDOWK DQG +XPDQ 6HUYLFHV 2IILF
PRGLILFDWLRQV WR WKH 8 6 IHGHUDO $QWL .LFNEDFN 6WDWXWH GLVFRXQW VD
SURGXFWV WR FRQVXPHUV ZKLFK DPRQJ RWKHU WKLQJV ZLOO DIIHFW GLVFRXC
DQG SKDUPDF\ EHQHILW PDQDJHUV ZRUNLQJ ZLWK WKHVH RUJDQL]DWLRQV 7KH
XQGHU WKH $GPLQLVWUDWLYH B3URFHGXUH $FW ,Q UHVSRQVH WKH JRYHUQPHQ
WKH UXOH DGRSWHG E\ WKH SUHYLRXV DGPLQLVWUDWLRQ ,Q WKH LQWHULP W
QHZ OHJLVODWLYH DQG RU DGPLQLVWUDWLYH PHDVXUHYVY DQG RWKHU LQLWLDW|
DQ\ SURGXFW FDQGLGDWHY DQG JHQHUDWH UHYHQXHYV



/DEOH RI &RQWHQWYV

‘H H[SHFW WKDW WKH $&% DV ZHOO DV RWKHU KHDOWKFDUH UHIRUP PHDVXUHV
PRUH ULJRURXVY FRYHUDJH FULWHULD DQG ORZHU UHLPEXUVHPHQW DQG LQ DG
UHFHLYH IRU DQ\ DSSURYHG SURGXFW FDQGLGDWH $Q\ UHGXFWLRQ LQ UHLPEX
SURJUDPV PD\ UHVXOW LQ D VLPLODU UHGXFWLRQ LQ SD\PHQWV IURP SULYDWH
EHHQ IXUWKHU FRQVROLGDWHG E\ NH\ SULYDWH SD\RU RUJDQL]DWLRQV )RU LQ
WKH UROH RI LQWHJUDWHG SD\RU DUUDQJHPHQWY LQFOXGLQJ 3%0V ZKLFK LP¢
FRQVROLGDWLRQ PD\ IXUWKHU LPSDFW PDUNHW SULFLQJ LQ WKH IXWXUH WKUF
VLIQLILFDQW QHIJRWLDWLQJ SRZHU IRU FRPPHUFLDO DQG OHGLFDUH 3DUW " SOI
DJJUHVVLYHO\ SXUVXLQJ DQG LPSOHPHQWLQJ FRVW FRQWDLQPHQW WRROV GHYV
8QLWHG 6WDWHYV &RQJUHVV LV H[SHFWHG WR FRQWLQXH LWV IRFXV RQ SKDUPD
OHJLVODWLYH IRFXV IURP VWDWH DQG IHGHUDO ERGLHV LV DQWLFLSDWHG 7KH
VFUXWLQ\ DQG UHODWHG FRVW FRQWDLQPHQW PHDVXUHV RU RWKHU KHDOWKFL
UHYHQXH DWWDLQ SURILWDELOLW\ RU FRPPHUFLDOL]H RXU SURGXFWV ORUHR)
LOQLWLDWLYHY PD\ EH DGRSWHG LQ WKH IXWXUH

,Q VRPH IRUHLJQ FRXQWULHV WKH SURSRVHG SULFLQJ IRU D WKHUDSHXWLF SU
PDUNHWHG ,Q DGGLWLRQ LQ VRPH IRUHLJQ PDUNHWY WKH SULFLQJ RI WKHUD
UHLPEXUVHPHQW PD\ LQ VRPH FDVHV EH XQDYDLODEOH 7KH UHTXLUHPHQWYV JR
ZLGHO\ I[URP FRXQWU\ WR FRXQWU\ )RU H[DPSOH WKH (8 SURYLGHVY RSWLRQV I
WKHUDSHXWLF SURGXFWYV IRU ZKLFK WKHLU QDWLRQDO KHDOWK LQVXUDQFH VV\
RI WKHUDSHXWLF SURGXFWYV IRU KXPDQ XVH $ OHPEHU 6WDWH PD\ DSSURYH D \
UHIXVH WR UHLPEXUVH D SURGXFW DW WKH SULFH VHW E\ WKH PDQXIDFWXUHU
FRQWUROV RQ WKH SURILWDELOLW\ RI WKH FRPSDQ\ SODFLQJ WKH WKHUDSHXW
WKDW DQ\ FRXQWU\ WKDW KDV SULFH FRQWUROV RU UHLPEXUVHPHQW OLPLWDW
UHLPEXUVHPHQW DQG SULFLQJ DUUDQJHPHQWYV IRU 1%7;5 RU DQ\ RI RXU RWKH

+LVWRULFDOO\ WKHUDSHXWLF SURGXFWY ODXQFKHG LQ WKH (8 GR QRW IROOR;
WHQG WR KDYH VLJQLILFDQWO\ ORZHU SULFHYV

7KH VFRSH DQG QDWXUH RI SULFLQJ FRQWUROV YDU\ FRXQWU\ WR FRXQWU\ EX
SULFLQJ V\WVWHPDWLF SULFH UHGXFWLRQ IRUPXODULHY YROXPH OLPLWDWLRQ
VXEVWLWXWLRQ ,Q WKH 8QLWHG 6WDWHY DQG LQWHUQDWLRQDOO\ ZH EHOLHY
LQFOXGLQJ WKLUG SDUW\ UHYLHZ Rl SULFLQJ SUDFWLFHVY ZLOO FRQWLQXH DQC
RXU SRWHQWLDO SURGXFW FDQGLGDWHYVY WKDW PD\ EH DSSURYHG LQ WKH IXWX
ZKRP ZH PD\ FKRRVH WR FROODERUDWH

(YHQ LI ZH VXFFHVVIXOO\ FRPSOHWH DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU
RI RXU SURGXFW FDQGLGDWHY WKH WHUPV RI DSSURYDOV RU FHUWLILFDWLRQ"
OLPLW KRZ ZH PDUNHW RXU SURGXFWV ZKLFK FRXOG PDWHULDOO\ LPSDLU RXU

(YHQ LI ZH VXFFHVVIXOO\ FRPSOHWH DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU
SURGXFW FDQGLGDWH WKH UHVXOWLQJ DSSURYDO RU FHUWLILFDWLRQ PD\ FDL
WKH SURGXFW DW D FRPSHWLWLYH GLVDGYDQWDJH UHODWLYH WR DOWHUQDWL
WKH LOQGLFDWHG XVHV IRU ZKLFK ZH FDQ PDUNHW D SURGXFW RU WKH SDWLHQV

7TKHVH UHVWULFWLRQV FRXOG PDNH LW PRUH GLIILFXOW WR PDUNHW WKH SURG
FRPSOHWH DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU\ UHTXLUHPHQWY IRU WKH
ZH ZLOO FRQWLQXH WR H[SHQG WLPH PRQH\ DQG HIIRUW LQ DOO DUHDV RI UHJ

$ )DVW 7UDFN GHVLIJQDWLRQ E\ WKH )'$ PD\ QRW OHDG WR D IDVWHU GHYHORSP
SURFHVV DQG GRHV QRW LQFUHDVH WKH OLNHOLKRRG WKDW RXU SURGXFW FD(

,Q JHEUXDU\ WKH )'$ JUDQWHG )DVW 7UDFN GHVLJQDWLRQ IRU 1%7;5 DFWLY
FHWX[LPDE IRU WKH WUHDWPHQW RI SDWLHQWYV ZLWK ORFDOO\ DGYDQFHG KHD
IRU SODWLQXP EDVHG FKHPRWKHUDS\ ,I D SURGXFW LV LQWHQGHG IRU WKH WU
WKH SURGXFW GHPRQVWUDWHY WKH SRWHQWLDO WR DGGUHVV XQPHW PHGLFDC
DSSO\ IRU )'$ )DVW 7UDFN GHVLIJQDWLRQ 7KH )'$ KDV EURDG GLVFUHWLRQ ZKHYV
WKRXJK ZH KDYH UHFHLYHG )DVW 7UDFN GHVLJQDWLRQ IRU 1%7;5 ZH PD\ QRW
UHYLHZ RU DSSURYDO FRPSDUHG WR FRQYHQWLRQDO )'$ SURFHGXUHV 7KH )'$ |
EHOLHYHV WKDW WKH GHVLIJQDWLRQ LV QR ORQJHU VXSSRUWHG E\ GDWD IURP |
KDYH UHFHLYHG )DVW 7UDFN GHVLJQDWLRQ KDYH IDLOHG WR REWDLQ DSSURYD

$ YUHDNWKURXJK 7KHUDS\ GHVLJQDWLRQ E\ WKH )'$ HYHQ LI JUDQWHG IRU DQ\
OHDG WR D IDVWHU GHYHORSPHQW RU UHJXODWRU\ UHYLHZ RU DSSURYDO SURF
RXU SURGXFW FDQGLGDWHY ZLOO UHFHLYH UHJXODWRU\ DSSURYDO

‘H GR QRW FXUUHQWO\ KDYH %YUHDNWKURXJK 7KHUDS\ GHVLJQDWLRQ IRU DQ\ R/
IXWXUH $ %YUHDNWKURXJK 7KHUDS\ LV GHILQHG DV D SURGXFW WKDW LV LQWHC
SURGXFWV WR WUHDW D VHULRXV RU OLIH WKUHDWHQLQJ GLVHDVH RU FRQGLW
SURGXFW PD\ GHPRQVWUDWH VXEVWDQWLDO LPSURYHPHQW RYHU H[LVWLQJ WK
HQGSRLQWV VXFK DV VXEVWDQWLDO WUHDWPHQW HIIHFWV REVHUYHG HDUO\ L¢
GHVLIQDWHG DV %UHDNWKURXJK 7KHUDSLHV LQWHUDFWLRQ DQG FRPPXQLFDW
LGHQWLI\ WKH PRVW HIILFLHQW SDWK IRU GHYHORSPHQW
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'"HVLIQDWLRQ DV D %YUHDNWKURXJK 7KHUDS\ LV ZLWKLQ WKH GLVFUHWLRQ RI W
FRPSOHWLQJ HDUO\ FOLQLFDO WULDOV WKDW RQH RI RXU SURGXFW FDQGLGDW
7TKHUDS\ WKH )'$ PD\ GLVDJUHH DQG LQVWHDG GHFLGH QRW WR JUDQW WKDW G
%UHDNWKURXJK 7KHUDS\ GHVLIJQDWLRQ IRU D SURGXFW FDQGLGDWH PD\ QRW U
DSSURYDO FRPSDUHG WR SURGXFWV FRQVLGHUHG IRU DSSURYDO XQGHU FRQYH
XOWLPDWH DSSURYDO E\ WKH )'$ ,Q DGGLWLRQ HYHQ LI RQH RU PRUH RI RXU ¢
7TKHUDSLHV WKH )'$ PD\ ODWHU GHFLGH WKDW VXFK SURGXFW FDQGLGDWHV QR

5LVNV 5HODWHG WR WKH 3URGXFWLRQ DQG ODQXIDFWXULQJ RI 2XU 3URGXFW &L

:H PD\ QRW KDYH DFFHVV WR WKH UDZ PDWHULDOV DQG RWKHU FRPSRQHQWYV QI
SURGXFW FDQGLGDWHYV

‘H DUH GHSHQGHQW RQ WKLUG SDUWLHV IRU WKH VXSSO\ RI YDULRXVY PDWHULD
FDQGLGDWHV IRU FOLQLFDO WULDOV 6HH U,WHP % %XVLQHVV 2YHUYLHZOO0ODQ
DJUHHPHQWY UHODWHG WR WKH VXSSO\ RI WKH UDZ PDWHULDOV XVHG LQ WKH

EH UHGXFHG RU LOQWHUUXSWHG DW DQ\ WLPH ,Q VXFK FDVH ZH PD\ QRW EH DE
LQ DSSURSULDWH TXDQWLWLHY DW DQ DFFHSWDEOH FRVW ,I ZH ORVH NH\ VXSE¢
GLVFRQWLQXHG RU LQ WKH HYHQW RI D PDMRU RU LOWHUQDWLRQDO FULVLV LF
UHJLRQV ZH PD\ QRW EH DEOH WR FRQWLQXH WR GHYHORS PDQXIDFWXUH DQG
WLPHO\ DQG FRPSHWLWLYH PDQQHU ,Q DGGLWLRQ WKHVH PDWHULDOV DUH VX
ULJRURXV WHVWLQJ 'HOD\V LQ WKH FRPSOHWLRQ DQG YDOLGDWLRQ RI IDFLOLYV
FRXOG DGYHUVHO\ DIIHFW RXU DELOLW\ WR FRPSOHWH WULDOV DQG FRPPHUFLI
PDQQHU ,I ZH HQFRXQWHU GLIILFXOWLHV LQ WKH VXSSO\ RI WKHVH PDWHULDO
ZHUH QRW DEOH WR PDLQWDLQ RXU VXSSO\ DJUHHPHQWY RU HVWDEOLVK QHZ V
SURGXFWLRQ FRVWY DV D UHVXOW RI DQ\ RI WKH IRUHJRLQJ RXU SURGXFW GH"
VLIQLILFDQWO\ FRPSURPLVHG

Q ZH RSHQHG RXU RZQ PDQXIDFWXULQJ VLWH QHDU 3DULV WKDW ZH H[SHF!
FDSDFLW\ WR PRUH WKDQ GRVHV RI 1%7;5 SHU \HDUODQ DPRXQW WKDW Z|
DQG FRQWHPSODWHG FOLQLFDO WULDOV DQG WKH ILUVW IHZ \HDUV IROORZLQJ
PDQXIDFWXUHG VLJQLILFDQW GRVHV RI 1%7:5 DW WKLV VFDOH DQG PD\ QHYHU
FDSDELOLWLHV VXIILFLHQW WR PHHW RXU FOLQLFDO WULDO QHHGVY ORUHRYHU
RWKHU FRPSRQHQWY QHFHVVDU\ IRU WKH PDQXIDFWXULQJ RI RXU SURGXFW FD ¢
KDYH PRUH HVWDEOLVKHG UHODWLRQVKLSYV ZLWK VXSSOLHUV JUHDWHU ILQDQI
SXUFKDVLQJ VFDOH IRU PRUH HIILFLHQW SULFLQJ Rl UDZ PDWHULDOV 2XU PDQ:
RYHUUXQV XQH[SHFWHG GHOD\V HTXLSPHQW IDLOXUHV ODERU VKRUWDJHV Q
DQG QXPHURXV RWKHU IDFWRUV WKDW FRXOG SUHYHQW XV IURP UHDOL]LQJ WK
KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV

2XU PDQXIDFWXULQJ IDFLOLWLHY DV ZHOO DV RXU VXEFRQWUDFWRUQGV PDQXIDI
JRYHUQPHQW UHJXODWLRQV DQG DSSURYDOV ,I ZH RU RXU WKLUG SDUW\ PDQX
UHIJXODWLRQV RU PDLQWDLQ WKHVH DSSURYDOV RXU EXVLQHVV ZLOO EH PDWF

'H FRQWUDFW WKH SURGXFWLRQ RI 1%7;5 IRU XVH LQ FOLQLFDO WULDOV WR KL

ZH H[SDQGHG RXU RZQ PDQXIDFWXULQJ FDSDELOLWLHV E\ RSHQLQJ DQ LQW!
RXWVLGH RI 3DULV )UDQFH :H DQG RXU WKLUG SDUW\ PDQXIDFWXUHUV DUH VX
E\ WKH QDWLRQDO FRPSHWHQW DXWKRULWLHV RI WKH (8 OHPEHU 6WDWHV )'$ D
*RRG ODQXIDFWXULQJ 3UDFWLFHV UF*030 DQG LQWHUQDWLRQDO RUJDQL]DWLF
$Q\ IDLOXUH WR IROORZ DQG GRFXPHQW RXU RU WKHLU DGKHUHQFH WR VXFK F°
PD\ OHDG WR VLJQLILFDQW GHOD\V LQ WKH DYDLODELOLW\ Rl SURGXFWV IRU FF
WHUPLQDWLRQ RI RU D KROG RQ D FOLQLFDO WULDO RU PD\ GHOD\ RU SUHYHQ
FRPSOHWLRQ RI SUH PDUNHWLQJ FHUWLILFDWLRQ SURFHGXUHV DV DSSOLFDEO
YDLOXUH WR FRPSO\ ZLWK DSSOLFDEOH UHJXODWLRQV FRXOG DOVR UHVXOW LQ
WDNLQJ RU FDXVLQJ WR EH WDNHQ YDULRXV DFWLRQV LQFOXGLQJ

OHY\LQJ ILQHV DQG RWKHU FLYLO SHQDOWLHYV

LPSRVLQJ FRQVHQW GHFUHHV RU LQMXQFWLRQV

UHTXLULQJ XV WR VXVSHQG RU SXW RQ KROG RQH RU PRUH RI RXU FOLQLF
VXVSHQGLQJ RU ZLWKGUDZLQJ UHJXODWRU\ DSSURYDOV RU FHUWLILFDWL
GHOD\LQJ RU UHIXVLQJ WR DSSURYH SHQGLQJ DSSOLFDWLRQV RU VXSSOH
UHTXLULQJ XV WR VXVSHQG PDQXIDFWXULQJ DFWLYLWLHV RU SURGXFW VI
UHTXLULQJ XV WR FRPPXQLFDWH ZLWK SK\VLFLDQV KRVSLWDOV DQG RWK
RU SRWHQWLDO VDIHW\ HIILFDF\ DQG RWKHU LVVXHV LQYROYLQJ RXU SUI
RUGHULQJ RU UHTXLULQJ SURGXFW UHFDOOV RU VHL]LQJ SURGXFWYV
LPSRVLQJ RSHUDWLQJ UHVWULFWLRQV DQG

VHHNLQJ FULPLQDO SURVHFXWLRQV

QD QO QW D

Q-

$Q\ RI WKH IRUHJRLQJ DFWLRQV FRXOG EH GHWULPHQWDO WR RXU UHSXWDWLR
JXUWKHUPRUH RXU NH\ VXSSOLHUV PD\ QRW FRQWLQXH WR EH LQ FRPSOLDQFH
FRXOG UHVXOW LQ RXU IDLOXUH WR SURGXFH RXU SURGXFWYV RQ D WLPHO\ EDV
EHIRUH DQ\ SURGXFWYV ZRXOG EH FRQVLGHUHG IRU PDUNHWLQJ LQ WKH 8QLWHC
KDYH WR SDVV bQ bXGLW E\ WKH DSSOLFDEOH UHJXODWRU\ DIJHQFLHV :H DUH (
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WR SDVV VXFK DXGLWYVY DQG WKH DXGLWV DQG DQ\ DXGLW UHPHGLDWLRQ PD\ E
RXU VXSSOLHUV ZRXOG DIIHFW RXU DELOLW\ WR FRPPHUFLDOL]H RXU SURGXFW

5LVNV 5 HODWHG WR WKH &RPPHUFLDOL]DWLRQ RI 2XU 3URGXFW &DQGLGDWHYV
7KH FRPPHUFLDO VXFFHVV RI RXU SURGXFWY LV QRW JXDUDQWHHG

7R GDWH ZH KDYH WKH ULJKW WR &( PDUN DQG WKHUHIRUH WR FRPPHUFLDOL]}
FDQGLGDWHYV WKIEUIDQG QDPH IRU 1%7;5 IRU WKH WUHDWPHQW Rl ORFDOO\ D¢
RI RXU RWKHU SURGXFW FDQGLGDWHY ZLOO UHFHLYH DBISOU® YHEHRYHFRBBHRFD
FRPPHUFLDOL]DWLRQ LQ DQ\ RWKHU MXULVGLFWLRQV ,Q DGCGLMNQAR M YHQHIQ WK F
UHFHLYH DGGLWLRQDO DSSURYDOV WR FRPPHUFLDOL]H DQ\ Rl RXU SURGXFW FL
ZH ZLOO QHHG WR JDLQ WKH DSSURYDO RI WKH PHGLFDO FRPPXQLW\ FDUH SUH
FRPPHUFLDO VXFFHVV 'HVSLWH WKH IDFW WKDW ZH KDYH VXFFHVVIXOO\ FRPSO
FRPPHUFLDOLTHQHRVRSBH ZH KDYH QRW \HW XQGHUWDNHQ DQ\ FRPPHUFLDOL]D
WKH UHVXOWV IURP 6WXG\ DQG 1$125%< ZH LOQWHQG WR XQGHUWDNH D VW
EHOLHYH ZH DUH EHVW SRVLWLRQHG WR SXUVXH FRPPHUFLDOL]DWLRQ LQFOXG
+HQWVLI\

(YHQ LI WKH PHGLFDO FRPPXQLW\ DFFHSWV D SURGXFW DV VDIH DQG HIILFDFLR
UHVWULFW WKH XVH RI WKH SURGXFW LI ZH DUH XQDEOH WR GHPRQVWUDWH WK
SURILOHVY DQG RWKHU IDFWRUV RXU SURGXFW LV SUHIHUDEOH WR DQ\ DOWHUQ
RI PDUNHW DFFHSWDQFH RI DQ\ SURGXFW FDQGLGDWH WKDW VXFFHVVIXOO\ FRF
UHTXLUHPHQWY ZKLFK ZLOO GHSHQG RQ D QXPEHU RI IDFWRUV LQFOXGLQJ E>

WKH SHUFHLYHG WKHUDSHXWLF EHQHILW RI WKH SURGXFW E\ FDUH SUHVF
WKH SRWHQWLDO RFFXUUHQFH RI XQDQWLFLSDWHG RU KDUPIXO VLGH HIIF
WKH HDVH RI LQWHJUDWLRQ RI WKH SURGXFW LQ FXUUHQW FDUH WUHDWP
WKH DGYDQWDJHYVY DQG GLVDGYDQWDJHV RI WKH SURGXFW FRPSDUHG WR |
WKH DELOLW\ RI SK\VLFLDQV WR FRUUHFWO\ DQG HIIHFWLYHO\ DGPLQLVWI
WKH FRVW RI WUHDWPHQW DQG FRYHUDJH DQG UHLPEXUVHPHQW SROLFLFL
SD\RUV SHUWDLQLQJ WR WKH SURGXFW

RXU DELOLW\ WR HGXFDWH WKH PHGLFDO FRPPXQLW\ DERXW WKH VDIHW\
VXSSRUW IURP WKH PHGLFDO FRPPXQLW\ LQ WKH RQFRORJ\ ILHOG DQG
WKH GHYHORSPHQW RI RQH RU PRUH FRPSHWLQJ SURGXFWYV IRU WKH VDPF
ZLWK D PRGH RI DFWLRQ VLPLODU WR WKDW RI 1%7;5

QD QO @ D

D Q Q-

(YHQ LI RXU SURGXFWY DUH DEOH WR LPSURYH FXUUHQW WKHUDSHXWLF UHVSR
PRUH RI WKH IDFWRUVY OLVWHG DERYH FRXOG KDYH D QHIJDWLYH LPSDFW RQ R>
GLUHFWO\ RU LQGLUHFWO\ FRPSHWH ZLWK RXU SURGXFWY FRXOG DOVR KLQGHL
REVROHWH 6LPLODUO\ WR WKH H[WHQW D FDQFHU WUHDWPHQW PHWKRG LV VK
UDGLRWKHUDS\ RXU EXVLQHVVY ZRXOG EH DGYHUVHO\ DIIHFWHG 'HVSLWH RXU I
GHYHORSPHQW RI RXU SURGXFW FDQGLGDWHY ZLOO UHVXOW LQ VXFFHVVIXO FR
UHTXLUHPHQWY IRU FRPPHUFLDOL]DWLRQ RU WKDW HYHQ LI ZH GR FRPSOHWH
DFFHSWHG E\ WKH PDUNHW DQG H[SHULHQFH FRPPHUFLDO VXFFHVV

(YHQ LI ZH VXFFHVVIXOO\ FRPSOHWH FOLQLFDO WULDOV RI RXU SURGXFW FDQG
FRPPHUFLDOL]HG VXFFHVVIXOO\ IRU RWKHU UHDVRQV

(YHQ LI ZH VXFFHVVIXOO\ FRPSOHWH FOLQLFDO WULDOV IRU RQH RU PRUH RI R>
UHJXODWRU\ UHTXLUHPHQWY WKRVH FDQGLGDWHYV PD\ QRW EH FRPPHUFLDOL]H

IDLOLQJ WR UHFHLYH UHJXODWRU\ FOHDUDQFHYV UHTXLUHG WR PDUNHW W
EHLQJ VXEMHFW WR SURSULHWDU\ ULJKWV KHOG E\ RWKHUV

IDLOLQJ WR REWDLQ FOHDUDQFH IURP UHIJXODWRU\ DXWKRULWLHV IRU WK
EHLQJ GLIILFXOW RU H[SHQVLYH WR PDQXIDFWXUH RQ D FRPPHUFLDO VFD(
KDYLQJ DGYHUVH VLGH HIITHFWV WKDW PDNH WKHLU XVH OHVV GHVLUDEOH
IDLOLQJ WR FRPSHWH HIIHFWLYHO\ ZLWK SURGXFWV RU WUHDWPHQWYV FRF
IDLOLQJ WR VKRZ WKDW WKH ORQJ WHUP EHQHILWY RI RXU SURGXFWV H[F
FKDQJHVY WR RXU RYHUDOO GHYHORSPHQW SULRULWLHV RU

VKLIWLQJ RXU FRPPHUFLDOL]DWLRQ VWUDWHJ\ EDVHG XSRQ RXU YLHZ WKI
FRPPHUFLDOL]DWLRQ RI D SDUWLFXODU SURGXFW FDQGLGDWH RU IRU D S

QD O O D D D D D QD

$Q\ Rl RXU SURGXFW FDQGLGDWHYV IRU ZKLFK ZH REWDLQ DXWKRUL]JDWLRQ IRU |
SRVW PDUNHWLQJ UHVWULFWLRQV RU ZLWKGUDZDO IURP WKH PDUNHW DQG ZH
IDLO WR FRPSO\ ZLWK UHIJXODWRU\ UHTXLUHPHQWY RU H[SHULHQFH XQDQWLFLSE
DSSURYDO

$Q\ RI RXU SURGXFW FDQGLGDWHV IRU ZKLFK ZH VXFFHVVIXOO\ FRPSOHWH DSS
FRPPHUFLDOL]DWLRQ VXFK DV &( PDUNLQJ IRU 1%7;5 IRU WKH WUHDWPHQW RI
PDQXIDFWXULQJ SURFHVVHV SRVW DSSURYDO VWXGLHV DQG PHDVXUHV DQG O
SURGXFWY DPRQJ RWKHU WKLQJV ZLOO EH VXEMHFW WR FRQWLQXDO UHTXLUH
FRPSHWHQW DXWKRULWLHV RI (8 OHPEHU 6WDWHYV )'$ DQG RWKHU UHJXODWRU\
VXEPLVVLRQV RI VDIHW\ DQG RWKHU SRVW PDUNHWLQJ LQIRUPDWLRQ DQG UHSHF
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UHTXLUHPHQWY UHODWLQJ WR PDQXIDFWXULQJ TXDOLW\ FRQWURO TXDOLW\ D
DQG GRFXPHQWY UHTXLUHPHQWYVY UHJDUGLQJ WKH GLVWULEXWLRQ RI VDPSOHYV
VXFFHVVIXOO\ FRPSOHWH DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU\ UHTXLUHF
RU FHUWLILFDWLRQ DV DSSOLFDEOH PD\ EH VXEMHFW WR OLPLWDWLRQV RQ W
RU WR WKH FRQGLWLRQV RI DSSURYDO LQFOXGLQJ DQ )'$ UHTXLUHPHQW WR LP
HQVXUH WKDW WKH EHQHILWY RI D GUXJ SURGXFW RXWZHLJK LWV ULVNYV

7KH )'$ DQG RWKHU UHJXODWRU\ ERGLHVY PD\ DOVR LPSRVH UHTXLUHPHQWYV IR
DQG VXUYHLOODQFH WR PRQLWRU WKH VDIHW\ RU HIILFDF\ RI D SURGXFW VXFK
RWKHU 8 6 DJHQFLHVY LQFOXGLQJ WKH 8 6 'HSDUWPHQW RI -XVWLFH FORVHO\
DQG SURPRWLRQ RI WKHUDSHXWLF SURGXFWV WR HQVXUH WKDW WKH\ DUH PDQ
DSSURYHG LQGLFDWLRQV DQG LQ DFFRUGDQFH ZLWK WKH SURYLVLRQV RI WKH |
RI (8 OHPEHU 6WDWHV DQG )'$ LPSRVH VWULQJHQW UHVWULFWLRQV RQ PDQXIDF
DQG LI ZH GR QRW OLPLW WKH PDUNHWLQJ RI DQ\ RI RXU SURGXFW FDQGLGDWH
ZDUQLQJV RU HQIRUFHPHQW DFWLRQ IRU RIl ODEHO PDUNHWLQJ 6LPLODUO\ ZH
DSSOLFDEOH SUH PDUNHWLQJ UHIJXODWRU\ UHTXLUHPHQWY 9LRODWLRQ RI WKF
UHODWHG VWDWXWHYV PD\ OHDG WR LQYHVWLIJDWLRQV RU DOOHJDWLRQV RI YL/
ObDzv DQG VWDWH FRQVXPHU SURWHFWLRQ ODZV

,] ZH DUH XQDEOH WR HVWDEOLVK VDOHV PDUNHWLQJ DQG GLVWULEXWLRQ FDSES
LW EH DQ LOQOWHUQDO LQIUDVWUXFWXUH RU DQ DUUDQJHPHQW ZLWK D FRPPHUFI
FRPPHUFLDOL]LQJ WKRVH SURGXFW FDQGLGDWHYV LI DQG ZKHQ WKH\ DUH DSSUF

‘H GR QRW FXUUHQWO\ KDYH D VDOHV RU PDUNHWLQJ LQIUDVWUXFWXUH DQG KI
GLVWULEXWLRQ RI GUXJ RU PHGLFDO GHYLFH SURGXFWYVY :H DUH FXUUHQWO\ Sl
6WDWHY DQG WKH (8 IRU WKH WUHDWPHQW RI KHDG DQG QHFN FDQFHUV ZKLOH
WUHDWPHQW RI YDULRXY RWKHU LQGLFDWLRQV DQG EXLOGLQJ RXW D UREXVW |
FRPPHUFLDO VDOHV ZLWK UHVSHFW WR DQ DSSURYHG SURGXFW FDQGLGDWH Z|
UHVRXUFHY DQG DWWHQWLRQ WR PDUNHWLQJ DQG GHYHORSLQJ D VDOHV IRUFH
SDUWQHUV :H PD\ HOWHU LQWR DUUDQJHPHQWY ZLWK SDUWQHUV IRU IXWXUH F
SURGXFWYVY ZKLOH DOVR LPSOHPHQWLQJ RXU RZQ VDOHY DQG PDUNHWLQJ RUJD
SDUWQHUV PD\ QRW DWWDLQ JRDOV VSHFLILHG LQ DJUHHPHQWY ZH HQWHU LQW
WKH WLPLQJ RI SURGXFW FRPPHUFLDOL]DWLRQ DPRXQW RI VDOHVY DQG SD\PHQ
LOYROYHG ZLWK HVWDEOLVKLQJ RXU RZQ VDOHV PDUNHWLQJ DQG GLVWULEXW!|
VDOHV IRUFH LV H[SHQVLYH DQG WLPH FRQVXPLQJ DQG FRXOG GHOD\ DQ\ SURG
FDQGLGDWH IRU ZKLFK ZH UHFUXLW D VDOHYVY IRUFH DQG HVWDEOLVK PDUNHWLC
UHDVRQ ZH ZRXOG KDYH SUHPDWXUHO\ RU XQQHFHVVDULO\ LQFXUUHG WKHVH |
DQG RXU LQYHVWPHQW ZRXOG EH ORVW LI ZH FDQQRW UHWDLQ RU UHSRVLWLRC

J)DFWRUV WKDW PD\ LQKLELW RXU HIIRUWYV WR FRPPHUFLDOL]H SURGXFWV RQ R:

a RXU LQDELOLW\ WR UHFUXLW WUDLQ PDQDJH PRWLYDWH DQG UHWDLQ D
SHUVRQQHO

a4 WKH IDLOXUH RI DQ DGHTXDWH QXPEHU RI SK\WLFLDQV WR DGRSW DQ\ IXW

4 XQIRUHVHHQ FRVWV DQG H[SHQVHV DVVRFLDWHG ZLWK FUHDWLQJ DQ LQG

,] ZH DUH XQDEOH WR HVWDEOLVK RXU RZQ VDOHV PDUNHWLQJ DQG GLVWULEX
WKLUG SDUWLHV WR SHUIRUP WKHVH VHUYLFHV RXU UHYHQXH DQG RXU SURILW
VHOO PDUNHW DQG GLVWULEXWH DQ\ SURGXFWV WKDW ZH GHYHORS RXUVHOYH

5LVNV 5HODWHG WR +XPDQ &DSLWDO ODQDJHPHQW

‘H ZLOO QHHG WR GHYHORS DQG H[SDQG RXU FRPSDQ\ DQG ZH PD\ HQFRXQWHU
GHYHORSPHQW DQG H[SDQVLRQ ZKLFK FRXOG GLVUXSW RXU RSHUDWLRQYV

$V Rl '"HFHPEHU ZH KDG IX0OO WLPH HPSOR\HHV DQG ZH H[SHFW WR LQF
H[SDQG WKH VFRSH DQG ORFDWLRQ RI RXU RSHUDWLRQV 7R PDQDJH RXU DQWL
DGGLWLRQDO H[SHQVHV LQFOXGLQJ WKH GHYHORSPHQW DQG SRWHQWLDO FRP
FRQWLQXH WR LPSOHPHQW DQG LPSURYH RXU PDQDJHULDO RSHUDWLRQDO DQC
FRQWLQXH WR UHFUXLW DQG WUDLQ DGGLWLRQDO TXDOLILHG SHUVRQQHO OHP
GLVSURSRUWLRQDWH DPRXQW RI WKHLU DWWHQWLRQ DZD\ IURP WKHLU GD\ WR
WR PDQDJLQJ WKHVH GHYHORSPHQW DFWLYLWLHV 'XH WR RXU OLPLWHG UHVRX
H[SDQVLRQ Rl RXU RSHUDWLRQV RU UHFUXLW DQG WUDLQ DGGLWLRQDO TXDOLI
LQIUDVWUXFWXUH JLYH ULVH WR RSHUDWLRQDO PLVWDNHV ORVV RI EXVLQHV\
SURGXFWLYLW\ DPRQJ UHPDLQLQJ HPSOR\HHV 7KH SK\VLFDO H[SDQVLRQ RI RXL
PD\ GLYHUW ILQDQFLDO UHVRXUFHV IURP RWKHU SURMHFWV VXFK DV WKH GHY
PDQDJHPHQW LV XQDEOH WR HIIHFWLYHO\ PDQDJH RXU H[SHFWHG GHYHORSPHQ
PRUH WKDQ H[SHFWHG RXU DELOLW\ WR JHQHUDWH RU LQFUHDVH RXU UHYHQX
LPSOHPHQW RXU EXVLQHVV VWUDWHJI\ 2XU IXWXUH ILQDQFLDO SHUIRUPDQFH D
FDQGLGDWHYV LI DSSURYHG DQG FRPSHWH HIIHFWLYHO\ ZLOO GHSHQG LQ SDU
GHYHORSPHQW DQG H[SDQVLRQ RI RXU FRPSDQ\
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‘H GHSHQG RQ NH\ PDQDJHPHQW SHUVRQQHO DQG DWWUDFWLQJ DQG UHWDLQLC
EXVLQHVV FRXOG EH KDUPHG LI ZH ORVH NH\ PDQDJHPHQW SHUVRQQHO RU FDQ
SHUVRQQHO

2XU VXFFHVV GHSHQGV WR D VLJQLILFDQW GHJUHH XSRQ WKH WHFKQLFDO VNLC
PDQDJHPHQW WHDP SDUWLFXODUO\ /IDXUHQW /HY\ 3K ' RXU &KDLUPDQ RI WKH
DQ\ PHPEHU RI RXU PDQDJHPHQW WHDP FRXOG KDYH D PDWHULDO DGYHUVH HII

2XU VXFFHVV ZLOO DOVR GHSHQG XSRQ RXU DELOLW\ WR DWWUDFW DQG UHWDL
WHFKQLFDO DQG VDOHV DQG PDUNHWLQJ HI[HFXWLYHYVY DQG SHUVRQQHO 7KH ILC
DGGLWLRQDO VNLOOHG DQG TXDOLILHG SHUVRQQHO FRXOG KDYH D PDWHULDO
SHUVRQQHO DJDLQVW QXPHURXV FRPSDQLHV LQFOXGLQJ ODUJHU PRUH HVWDE
UHVRXUFHVY WKDQ ZH SRVVHVVY ,Q DGGLWLRQ IDLOXUH WR VXFFHHG LQ RXU SU
FKDOOHQJLQJ WR UHFUXLW DQG UHWDLQ TXDOLILHG SHUVRQQHO 7KHUH FDQ E|
RU UHWDLQLQJ VXFK SHUVRQQHO DQG WKH IDLOXUH WR GR VR FRXOG KDYH D P
FROQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

%HLQJ D SXEOLF FRPSDQ\ UHTXLUHV VLIQLILFDQW UHVRXUFHVY DQG PDQDJHPHQ
DWWUDFW DQG UHWDLQ H[HFXWLYH PDQDJHPHQW DQG TXDOLILHG VXSHUYLVRU\

$V D SXEOLF FRPSDQ\ LQ ERWK WKH 8QLWHG 6WDWHV DQG JUDQFH ZH LQFXU VL
H[SHQVHV ,Q WKH 8QLWHG 6WDWHVY ZH DUH VXEMHFW WR WKH ([FKDQJH $FW L
WKH 6DUEDQHV 2[OH\ $FW WKH 'RGG )UDQN :DOO 6WUHHW 5HIRUP DQG &RQVXPt
JRYHUQDQFH UHTXLUHPHQWY DQG RWKHU DSSOLFDEOH VHFXULWLHV ODZV UXO
DQG UHJXODWLRQV ZLOO LQFUHDVH RXU OHJDO DQG ILQDQFLDO FRPSOLDQFH F
FRQVXPLQJ RU FRVWO\ DQG LQFUHDVH GHPDQG RQ RXU V\VWHPV DQG UHVRXUFI
HPHUJLQJ JURZWK FRPSDQ\

3XUVXDQW WR 6HFWLRQ RI WKH 6DUEDQHYV 2[OH\ $FW ZH ZLOO EH UHTXLUHG
LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LQFOXGLQJ DQ DWWHVWDW
E\ RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP +RZHYHU ZKLO
QRW EH UHTXLUHG WR LQFOXGH WKLY DWWHVWDWLRQ UHSRUW RQ LQWHUQDO F
UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP :KHQ RXU LQGHSHQGHQW UHJLVWHUHG
DVVHVVPHQW RI RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ WKH F
LQFUHDVH DQG PDQDJHPHQWxV DWWHQWLRQ PD\ EH GLYHUWHG IURP RWKHU EX
EXVLQHVV DQG UHVXOWV RI RSHUDWLRQV :H PD\ QHHG WR KLUH PRUH HPSOR\H
FRPSO\ ZLWK WKHVH UHTXLUHPHQWYV ZKLFK ZLOO IXUWKHU LQFUHDVH RXU FRV
UHTXLUHPHQWY RI 6HFWLRQ LQ WKH UHTXLUHG WLPHIUDPH ZH PD\ EH VXEM*F
DXWKRULWLHV LQFOXGLQJ WKH 6(& DQG 1DVGDT )XUWKHUPRUH LI ZH DUH XQT
ILQDQFLDO UHSRUWLQJ LV HIIHFWLYH ZH FRXOG ORVH LQYHVWRU FRQILGHQFH
UHSRUWV WKH PDUNHW SULFH RI RXU $'6V FRXOG GHFOLQH DQG ZH FRXOG EH
DXWKRULWLHV )DLOXUH WR LPSOHPHQW RU PDLQWDLQ HIIHFWLYH LQWHUQDO F
UHVWULFW RXU IXWXUH DFFHVV WR WKH FDSLWDO PDUNHWYV ,Q DGGLWLRQ HQ!
VWDQGDUGY UHODWLQJ WR FRUSRUDWH JRYHUQDQFH DQG GLVFORVXUH IRU SXE
FRPSOLDQFH FRVWY DQG PDNH VRPH DFWLYLWLHY PRUH WLPH FRQVXPLQJ

2XU HPSOR\HHV PD\ HQJDJH LQ PLVFRQGXFW RU RWKHU LPSURSHU DFWLYLWLHYV
UHJXODWRU\ VWDQGDUGY DQG UHTXLUHPHQWY RU HQJDJLQJ LQ LQVLGHU WUDG
EXVLQHVYV

‘H DUH H[SRVHG WR WKH ULVN RI HPSOR\HH IUDXG RU RWKHU PLVFRQGXFW 0LV
IDLOXUHV WR FRPSO\ ZLWK OHJDO UHTXLUHPHQWY RU WKH UHTXLUHPHQWYV RI W
6WDWHV )'$ DQG RWKHU JRYHUQPHQW UHJXODWRUYVY SURYLGH DFFXUDWH LQIRL
FRPSO\ ZLWK IUDXG DQG DEXVH DQG RWKHU KHDOWKFDUH ODZV DQG UHJXODWL
LQIRUPDWLRQ RU GDWD DFFXUDWHO\ RU GLVFORVH XQDXWKRUL]JHG DFWLYLWLH
DUUDQJHPHQWY LQ WKH KHDOWKFDUH LQGXVWU\ DUH VXEMHFW WR H[WHQVLYH
PLVFRQGXFW NLFNEDFNV VHOI GHDOLQJ DQG RWKHU DEXVLYH SUDFWLFHV 7Kl
UDQJH RI SULFLQJ GLVFRXQWLQJ PDUNHWLQJ DQG SURPRWLRQ VDOHV FRPPLYV
EXVLQHVY DUUDQJHPHQWY (PSOR\HH PLVFRQGXFW FRXOG DOVR LQYROYH WKH
REWDLQHG LQ WKH FRXUVH RI FOLQLFDO WULDOV ZKLFK FRXOG UHVXOW LQ UH.

‘H KDYH DGRSWHG D &RGH RI %XVLQHVV &RQGXFW DQG (WKLFV EXW LW LV QRW
PLVFRQGXFW DQG WKH SUHFDXWLRQV ZH WDNH WR GHWHFW DQG SUHYHQW WK
XQPDQDJHG ULVNV RU ORVVHV RU LQ SURWHFWLQJ XV IURP JRYHUQPHQWDO LQ®
IURP D IDLOXUH WR FRPSO\ ZLWK WKHVH ODZV RU UHJXODWLRQV ,lI DQ\ VXFK D
VXFFHVVIXO LQ GHIHQGLQJ RXUVHOYHV RU DVVHUWLQJ RXU ULJKWV WKRVH DF
LQFOXGLQJ WKH LPSRVLWLRQ RI VLJQLILFDQW FLYLO FULPLQDO DQG DGPLQLVYV
LQGLYLGXDO LPSULVRQPHQW SRVVLEOH H[FOXVLRQ IURP JRYHUQPHQW IXQGHG
OHGLFDLG DGGLWLRQDO UHSRUWLQJ UHTXLUHPHQWY DQG RYHUVLJKW LI VXEME
DJUHHPHQW WR UHVROYH DOOHJDWLRQV RI QRQ FRPSOLDQFH ZLWK WKHVH ODZ
GLPLQLVKHG SURILWV DQG IXWXUH HDUQLQJYV DQG FXUWDLOPHQW RI RXU RSHU
RSHUDWLRQYV
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S5LVNV 5SHODWHG WR 2SHUDWLRQDO &RPSOLDQFH DQG 5LVN ODQDJHPHQW

:H XVH KD]JDUGRXV FKHPLFDOV LQ RXU EXVLQHVV $Q\ FODLPVY UHODWLQJ WR LP
WKHVH PDWHULDOV FRXOG EH WLPH FRQVXPLQJ DQG FRVWO\

2XU UHVHDUFK DQG GHYHORSPHQW SURFHVVHV LQYROYH WKH FRQWUROOHG VW
PDWHULDOV QRWDEO\ UDGLRDFWLYH VXEVWDQFHV LQFOXGLQJ WR[LQV DQG F|
DFFLGHQWDO FRQWDPLQDWLRQ RU GLVFKDUJH DQG DQ\ UHVXOWDQW LQMXU\ IU
FRQWDPLQDWLRQ WKDW UHVXOWYV IURP RXU XVH RU WKH XVH E\ WKLUG SDUWLH
LQVXUDQFH FRYHUDJH DQG RXU WRWDO DVVHWV (8 DQG 8 6 IHGHUDO VWDWH
WKH XVH PDQXIDFWXUH VWRUDJH KDQGOLQJ DQG GLVSRVDO RI WKHVH KD]DUC
ZHOO DV WKH GLVFKDUJH RI SROOXWDQWY LQWR WKH HQYLURQPHQW DQG KXPD
HQYLURQPHQWDO ODZV DQG UHJXODWLRQV PD\ EH H[SHQVLYH DQG PD\ LPSDLU
WR FRPSO\ ZLWK WKHVH UHTXLUHPHQWY ZH FRXOG LQFXU VXEVWDQWLDO FRVW
XS FRVWV RU FDSLWDO H[SHQGLWXUHV IRU FRQWURO HTXLSPHQW RU RSHUDWLF
FRPSOLDQFH

,Q DGGLWLRQ ZH FDQQRW SUHGLFW WKH LPSDFW RQ RXU EXVLQHVV RI QHZ RU
FKDQJHV LQ WKH ZD\ HI[ILVWLQJ DQG IXWXUH ODZV DQG UHJXODWLRQV DUH LQWI

BURGXFW OLDELOLW\ DQG RWKHU ODZVXLWYV FRXOG GLYHUW RXU UHVRXUFHV U
FRPPHUFLDO SRWHQWLDO RI RXU SURGXFW FDQGLGDWHYV

7KH ULVN WKDW ZH PD\ EH VXHG RQ SURGXFW OLDELOLW\ FODLPV LV LQKHUHQW
WKHUDSHXWLF SURGXFWYV 6LGH HIIHFWV RI PDQXIDFWXULQJ GHIHFWV LQ RU L
GHYHORS FRXOG UHVXOW LQ WKH GHWHULRUDWLRQ RI D SDWLHQWxV FRQGLWLF
VRXJKW DIWHU E\ SDWLHQWY SDUWLFLSDWLQJ LQ FOLQLFDO WULDOV GXH WR X
RXU SURGXFWV 2QFH D SURGXFW VXFFHVVIXOO\ FRPSOHWHY DSSOLFDEOH SUH
FRPPHUFLDOL]HG WKH OLNHOLKRRG RI SURGXFW OLDELOLW\ ODZVXLWYV LQFUHI
XV E\ SDWLHQWY SK\VLFLDQV UHJXODWRU\ DXWKRULWLHV SKDUPDFHXWLFDO |
PDUNHWLQJ RXU SURGXFWYV 7KHVH DFWLRQV FRXOG LQFOXGH FODLPV UHVXOWI
OLFHQVHHVY DQG VXEFRQWUDFWRUV RYHU ZKLFK ZH KDYH OLWWOH RU QR FRQW
SXUVXLQJ RXU EXVLQHVYV VWUDWHJI\ DQG PD\ EH FRVWO\ WR GHIHQG ,Q DGGLW|
PD\ LQFXU VXEVWDQWLDO OLDELOLWLHY DQG PD\ EH IRUFHG WR OLPLW RU IRUJ
$Q\ VXFK DGYHUVH RXWFRPHV LQ IXWXUH OHJDO SURFHHGLQJVY FRXOG DOVR GD
KDYH DQ DGYHUVH HIITHFW RQ RXU DELOLW\ WR FRPPHUFLDOL]H RXU SURGXFWYV

‘H PDLQWDLQ SURGXFW OLDELOLW\ LQVXUDQFH FRYHUDJH IRU RXU FOLQLFDO W
FOLQLFDO WULDOV 1HYHUWKHOHVV RXU LQVXUDQFH FRYHUDJH PD\ EH LQVXIIL
PD\ VXIIHU ,Q DGGLWLRQ LQ WKH IXWXUH ZH PD\ QRW EH DEOH WR REWDLQ RL
DFFHSWDEOH FRVW RU WR RWKHUZLVH SURWHFW DJDLQVW SRWHQWLDO SURGXF
RXU FROODERUDWLRQ SDUWQHUY OLFHQVHHV RU VXEFRQWUDFWRUV ZKLFK FR
VDOH RI DQ\ RI RXU SURGXFW FDQGLGDWHYVY WKDW FRPSOHWH DSSOLFDEOH SUH

‘H DUH VXEMHFW WR KHDOWKFDUH ODZV DQG UHJXODWLRQV ZKLFK PD\ UHTXLUL
H[SRVH XV WR FULPLQDO VDQFWLRQV FLYLO SHQDOWLHV FRQWUDFWXDO GDPD
DQG IXWXUH HDUQLQJYV DPRQJ RWKHU SHQDOWLHYV

+HDOWKFDUH SURYLGHUV SK\VLFLDQV DQG RWKHUV ZLOO SOD\ D SULPDU\ UROI
WUHDWPHQW UHJLPHV RI RXU SURGXFWV LI DSSURYHG DQG GXO\ &( PDUNHG 2
RXU DUUDQJHPHQWY ZLWK FOLQLFDO LQYHVWLIJDWRUV KHDOWKFDUH SURYLGHI
XV WR EURDGO\ DSSOLFDEOH IHGHUDO DQG VWDWH IUDXG DQG DEXVH DQG RWK
RWKHU WKLQJV RXU UHVHDUFK SURSRVHG VDOHV PDUNHWLQJ DQG HGXFDWLR
VXFFHVVIXOO\ FRPSOHWH DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU\ UHTXLUHF
VWDWH DQG IRUHLJQ KHDOWKFDUH ODZV DQG UHJXODWLRQV LQFOXGH EXW DU

a WKH 8 6 IHGHUDO $QWL .LFNEDFN 6WDWXWH ZKLFK SURKLELWY DPRQJ R\
DQG ZLOOIXOO\ VROLFLWLQJ RIIHULQJ UHFHLYLQJ RU SURYLGLQJ UHPXQ|
GLUHFWO\ RU LQGLUHFWO\ LQ FDVK RU LQ NLQG WR LQGXFH RU UHZDUG

IRU RU WKH SXUFKDVH OHDVH RUGHU RU UHFRPPHQGDWLRQ RI DQ\ LWH
PD\ EH PDGH XQGHU IHGHUDO KHDOWKFDUH SURJUDPV VXFK DV OHGLFDUH
86 IHGHUDO FLYLO DQG FULPLQDO IDOVH FODLPV ODZV DQG FLYLO PRQH)
&ODLPV $FW ZKLFK FDQ EH HQIRUFHG E\ LQGLYLGXDOV WKURXJK FLYLO Zt
LQGLYLGXDOV RU HQWLWLHYV IURP DPRQJ RWKHU WKLQJV NQRZLQJO\ SUH
SD\PHQW WKDW DUH IDOVH RU IUDXGXOHQW RU PDNLQJ D IDOVH VWDWHPH
SD\ PRQH\ WR WKH IHGHUDO JRYHUQPHQW

a WKH 8 6 IHGHUDO +HDOWK ,QVXUDQFH 3RUWDELOLW\ DQG $FFRXQWDELOL!'
IHGHUDO FULPLQDO VWDWXWHY ZKLFK SURKLELWY DPRQJ RWKHU WKLQJV
GHIUDXG DQ\ KHDOWKFDUH EHQHILW SURJUDP RU NQRZLQJO\ DQG ZLOOLQ.
PDWHULDO IDFW RU PDNLQJ IDOVH VWDWHPHQWY UHODWLQJ WR KHDOWKF
+,3%$ DV DPHQGHG E\ WKH +HDOWK ,QIRUPDWLRQ 7THFKQRORJ\ IRU (FRQRP
LPSOHPHQWLQJ UHIJXODWLRQV ZKLFK LPSRVH FHUWDLQ UHTXLUHPHQWYV R
SURYLGHUV KHDOWK SODQV DQG KHDOWKFDUH FOHDULQJKRXVHYVY DQG Wtk
WKDW SHUIRUP IXQFWLRQV RU DFWLYLWLHV WKDW LQYROYH LQGLYLGXDO((

Q-

Q-
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HQWLWLHVY LQFOXGLQJ PDQGDWRU\ FRQWUDFWXDO WHUPV ZLWK UHVSHF)
WUDQVPLVVLRQ RI LQGLYLGXDOO\ LGHQWLILDEOH KHDOWK LQIRUPDWLRQ

a WKH ODZV DQG UHJXODWLRQV UHODWLQJ WR WKH SURWHFWLRQ RI SHUVR
RI $SULO RU WKH *HQHUDO 'DWD 3URWHFWLRQ 5HJXODWLRQ U*'350
DFWLYLWLHV WKDW LQYROYH WKH SURFHVVLQJ RI USHUVRQDO GDWDU L F
LGHQWLILDEOH QDWXUDO SHUVRQ DV ZHOO DV DQ\ QDWLRQDO LPSOHPHQ
IROORZLQJ GDWD SURFHVVLQJ DFWLYLWLHV PXVW EH MXVWLILHG E\ D OH
FKDUDFWHULVWLFV RI WKH SURFHVVLQJ Rl WKHLU SHUVRQDO GDWD DGHT
FRQWUDFWXDO UHODWLRQVKLSYV ZLWK GDWD SURFHVVRUV DQG WUDQVIHU
IRUPDOL]JHG DQG SHUIRUPHG LQ FRPSOLDQFH ZLWK GDWD SURWHFWLRQ U
WR GDWH UHFRUGV Rl GDWD SURFHVVLQJ DFWLYLWLHVY GDWD SULYDF\ LP
FHUWDLQ FLUFXPVWDQFHV SHUVRQDO GDWD EUHDFKHV PXVW EH QRWLILH
FDUULHG RXW E\ H{WHUQDO H[SHUWV RQ RXU EHKDOI DQG ZH DUH LQ WKH
DFWLRQV VXJJHVWHG WR XV WR EH WDNHQ

86 IHGHUDO WUDQVSDUHQF\ UHTXLUHPHQWY XQGHU WKH 3K\VLFLDQ 3D\P
$&% WKDW UHTXLUH DSSOLFDEOH PDQXIDFWXUHUV RI FRYHUHG GUXJV GH
SD\PHQW LV DYDLODEOH XQGHU OHGLFDUH OHGLFDLG RU WKH &KLOGUHQ:
H[FHSWLRQV WR WUDFN DQG DQQXDOO\ UHSRUW WR &06 SD\PHQWV DQG R
DQG WHDFKLQJ KRVSLWDOV DQG FHUWDLQ RZQHUVKLS DQG LQYHVWPHQW
IDPLO\ PHPEHUV DQG

DQDORJRXV VWDWH RU IRUHLJQ ODZV DQG UHJXODWLRQV VXFK DV VWDW
DSSO\ WR LWHPV RU VHUYLFHV UHLPEXUVHG E\ DQ\ WKLUG SDUW\ SD\RU L
DQG RU WUDQVSDUHQF\ ODZV DSSOLFDEOH WR PDQXIDFWXUHUV WKDW PD\
UHTXLUHPHQWY VWDWH ODZV WKDW UHTXLUH ELRSKDUPDFHXWLFDO FRPS
LQGXVWU\xV YROXQWDU\ FRPSOLDQFH JXLGHOLQHY DQG WKH UHOHYDQW F
JRYHUQPHQW VWDWH DQG ORFDO ODZV WKDW UHTXLUH WKH UHJLVWUDWL
VWDWH ODZV JRYHUQLQJ WKH SULYDF\ DQG VHFXULW\ Rl KHDOWK LQIRUPE
GLIIHU IURP HDFK RWKHU LQ VLJQLILFDQW ZD\V DQG PD\ QRW KDYH WKH V
FRPSOLDQFH HIIRUWYV

Q-
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(QVXULQJ WKDW RXU EXVLQHVV DUUDQJHPHQWY ZLWK WKLUG SDUWLHV FRPSO\
OLNHO\ EH FRVWO\ ,W LV SRVVLEOH WKDW JRYHUQPHQWDO DXWKRULWLHV ZLOC
FXUUHQW RU IXWXUH VWDWXWHVY UHJXODWLRQV RU FDVH ODZ LQYROYLQJ DSSC
UHJXODWLRQV ,I RXU RSHUDWLRQV DUH IRXQG WR EH LQ YLRODWLRQ RI DQ\ RI
PD\ DSSO\ WR XV ZH PD\ EH VXEMHFW WR VLJQLILFDQW FLYLO FULPLQDO DQG I
GLVJRUJHPHQW LQGLYLGXDO LPSULVRQPHQW SRVVLEOH H[FOXVLRQ IURP JRYH
OHGLFDUH DQG OHGLFDLG DGGLWLRQDO UHSRUWLQJ UHTXLUHPHQWYV DQG RYHU
DJUHHPHQW RU VLPLODU DJUHHPHQW WR UHVROYH DOOHJDWLRQV RI QRQ FRPS
UHSXWDWLRQDO KDUP GLPLQLVKHG SURILWY DQG IXWXUH HDUQLQJV DQG FXU\
VXEVWDQWLDOO\ GLVUXSW RXU RSHUDWLRQV ,I WKH SK\VLFLDQV RU RWKHU SU
DUH IRXQG QRW WR EH LQ FRPSOLDQFH ZLWK DSSOLFDEOH ODZV WKH\ PD\ EH V
LQFOXGLQJ H[FOXVLRQV IURP JRYHUQPHQW IXQGHG KHDOWKFDUH SURJUDPV

5LVNV 5 HODWHG WR ,QWHOOHFWXDO 3URSHUW\
2XU DELOLW\ WR FRPSHWH PD\ GHFOLQH LI ZH GR QRW DGHTXDWHO\ SURWHFW F

2XU FRPPHUFLDO VXFFHVV GHSHQGV LQ SDUW RQ REWDLQLQJ DQG PDLQWDLQL
LQWHOOHFWXDO SURSHUW\ DV ZHOO DV VXFFHVVIXOO\ GHIHQGLQJ WKHVH ULJK!
SURWHFW RXU SURGXFWV SURGXFW FDQGLGDWHV SURFHVVHV DQG WHFKQROR
H[WHQW WKDW YDOLG DQG HQIRUFHDEOH SDWHQWV RU HIIHFWLYHO\ SURWHFW
SURWHFWLRQ IRU RXU SURGXFWV SURGXFW FDQGLGDWHV SURFHVVHV DQG WH
LQFOXGLQJ

a ZH RU RXU OLFHQVRUV PD\ QRW KDYH EHHQ WKH ILUVW WR LQYHQW WKH W
DSSOLFDWLRQV RU LVVXHG SDWHQWYV

a ZH FDQQRW EH FHUWDLQ WKDW ZH RU RXU OLFHQVRUV ZHUH WKH ILUVW W
SURGXFW FDQGLGDWHYV SURFHVVHV RU WHFKQRORJLHVY DV SDWHQW DSSC
FRXQWULHY DUH FRQILGHQWLDO IRU D SHULRG RI WLPH DIWHU ILOLQJ

a RWKHUV PD\ LQGHSHQGHQWO\ GHYHORS LGHQWLFDO VLPLODU RU DOWHUC

WHFKQRORJLHV

WKH GLVFORVXUHV LQ RXU SDWHQW DSSOLFDWLRQV RU RXU OLFHQVRUYVXx

VWDWXWRU\ UHTXLUHPHQWY IRU SDWHQWDELOLW\

DQ\ RU DOO RI RXU SHQGLQJ SDWHQW DSSOLFDWLRQV RU RXU OLFHQVRUV

LVVXHG SDWHQWYV

ZH RU RXU OLFHQVRUV PD\ QRW VHHN RU REWDLQ SDWHQW SURWHFWLRQ |

SURYLGH XV D VLIQLILFDQW EXVLQHVV RSSRUWXQLW\

a DQ\ SDWHQWYV LVVXHG WR XV RU RXU OLFHQVRUV PD\ QRW SURYLGH D EDV

FDQGLGDWHYVY SURFHVVHV DQG WHFKQRORJLHV PD\ QRW SURYLGH DQ\ FR

FKDOOHQJHG E\ WKLUG SDUWLHV ZKLFK PD\ UHVXOW LQ RXU SDWHQW FOL

QDUURZHG LQYDOLGDWHG RU KHOG XQHQIRUFHDEOH

RXU RU RXU OLFHQVRUVx SURGXFWV SURGXFW FDQGLGDWHYV SURFHVVHYV

4%
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a RWKHUV PD\ GHVLJQ DURXQG RXU SDWHQW FODLPV RU RXU OLFHQVRUVXx S
SURGXFW FDQGLGDWHY SURFHVVHV DQG WHFKQRORJLHV WKDW IDOO RXW
SDWHQWYV

RWKHUV PD\ LGHQWLI\ SULRU DUW RU RWKHU EDVHV XSRQ ZKLFK WR FKDO
OLFHQVRUVx SDWHQWYV RU RWKHUZLVH UHQGHU WKHP XQHQIRUFHDEOH D¢
RXU HPSOR\HHV PD\ FODLP LQWHOOHFWXDO SURSHUW\ ULJKWV RYHU RU C
WKH\ KHOSHG WR GHYHORS

Q-

Q-

(YHQ LI ZH KDYH RU REWDLQ SDWHQWY FRYHULQJ RXU SURGXFWV SURGXFW FD!
EH EDUUHG IURP PDNLQJ XVLQJ DQG VHOOLQJ RXU SURGXFWV SURGXFW FDQGL
SDWHQW ULJKWV RI RWKHUV 2WKHUV PD\ KDYH ILOHG DQG LQ WKH IXWXUH PD\
FDQGLGDWHY SURFHVVHV RU WHFKQRORJLHV WKDW DUH VLPLODU RU LGHQWLF
DQG SHQGLQJ SDWHQW DSSOLFDWLRQV RZQHG E\ RWKHUV H[LVW LQ WKH FDQFH
SURGXFWYV

7TKHVH FRXOG PDWHULDOO\ DIIHFW RXU DELOLW\ WR GHYHORS DQG FRPPHUFLDC
DSSURYHG %HFDXVH SDWHQW DSSOLFDWLRQV FDQ WDNH PDQ\ \HDUV WR LVVXH
XQNQRZQ WR XV WKDW PD\ ODWHU UHVXOW LQ LVVXHG SDWHQWY WKDW RXU SU
PD\ LQIULQJH 7KHVH SDWHQW DSSOLFDWLRQV PD\ KDYH SULRULW\ RYHU SDWHC
DSSOLFDWLRQV LQ )UDQFH DUH RQO\ SXEOLVKHG PRQWKY DIWHU WKHLU SULR
DSSOLFDWLRQV DUH QRW SXEOLVKHG XQWLO WKH JUDQW RI WKH SDWHQW LWVFE

2EWDLQLQJ DQG PDLQWDLQLQJ D SDWHQW SRUWIROLR HQWDLOV VLJQLILFDQW
SHULRGLF PDLQWHQDQFH IHHV UHQHZDO IHHV DQQXLW\ IHHV YDULRXV RWKHU
GXH RYHU WKH FRXUVH RI VHYHUDO VWDJHV RYHU WKH OLIHWLPH RI SDWHQWYV
FRPSO\LQJ ZLWK QXPHURXV SURFHGXUDO SURYLVLRQV GXULQJ WKH SDWHQW D¢
QRW FKRRVH WR SXUVXH RU PDLQWDLQ SURWHFWLRQ IRU SDUWLFXODU LQYHQW
PDNH FHUWDLQ SD\PHQWYV RU QRQFRPSOLDQFH ZLWK FHUWDLQ UHTXLUHPHQWYV
ODSVH RI D SDWHQW RU SDWHQW DSSOLFDWLRQ UHVXOWLQJ LQ SDUWLDO RU F
ZH FKRRVH WR IRUJR SDWHQW SURWHFWLRQ RU DOORZ D SDWHQW DSSOLFDWLR
FRPSHWLWLYH SRVLWLRQ FRXOG VXIIHU

/HIDO DFWLRQV WR HQIRUFH RXU SDWHQW ULJKWYV FDQ EH H[SHQVLYH DQG PD\
WLPH ,Q DGGLWLRQ WKHVH OHJDO DFWLRQV FRXOG EH XQVXFFHVVIXO DQG FR.
ILQGLQJ WKDW WKH\ DUH XQHQIRUFHDEOH :H PD\ RU PD\ QRW FKRRVH WR SXUV
KDYH LQIULQJHG RQ RXU SDWHQWYV RU XVHG WKHP ZLWKRXW DXWKRUL]DWLRQ

RI PROQLWRULQJ WKHVH DFWLYLWLHV 1 ZH IDLO WR SURWHFW RU WR HQIRUFH F
FRPSHWLWLYH SRVLWLRQ FRXOG VXIIHU ZKLFK FRXOG KDUP RXU UHVXOWYV RI R

,Q DGGLWLRQ WR SDWHQW SURWHFWLRQ EHFDXVH ZH RSHUDWH LQ WKH KLJKO\
QDQRWHFKQRORJ\ ZH UHO\ LQ SDUW RQ WUDGH VHFUHW SURWHFWLRQ LQ RUGH
+RZHYHU WUDGH VHFUHWY DUH GLIILFXOW WR SURWHFW ORQLWRULQJ XQDXWK
NQRZ ZKHWKHU WKH VWHSV ZH KDYH WDNHQ WR SURWHFW RXU SURSULHWDU\ W
WKDW RXU WUDGH VHFUHWY DQG RWKHU SURSULHWDU\ DQG FRQILGHQWLDO LQI
RWKHUZLVH JDLQ DFFHVV WR RXU WUDGH VHFUHWY ‘H HQWHU LQWR QRQ GLVF(
RXWVLGH FROODERUDWRUYV VSRQVRUHG UHVHDUFKHUV DQG RWKHU DGYLVRUYV
SDUW\ NHHS FRQILGHQWLDO bQG QRW GLVFORVH WR WKLUG SDUWLHY DOO FRQ|
NQRZQ WR WKH SDUW\ E\ XV GXULQJ WKH FRXUVH RI WKH SDUW\xV UHODWLRQVE
PD\ EUHDFK WKH DJUHHPHQWY DQG GLVFORVH RXU SURSULHWDU\ LQIRUPDWLRQ
DEOH WR REWDLQ DGHTXDWH UHPHGLHVY IRU VXFK EUHDFKHY 7KHVH DJUHHPHQ'
FRQFHLYHG E\ WKH SDUW\ LQ WKH FRXUVH RI UHQGHULQJ VHUYLFHV WR XV ZLO
DJUHHPHQWY PD\ EH EUHDFKHG RU KHOG XQHQIRUFHDEOH DQG PD\ QRW HIIHFW
SDUWLFXODU VXFK SDUWLHV PD\ HQWHU LQWR RWKHU DJUHHPHQWY ZLWK WKLL
FRQWUDFWXDO UHODWLRQVKLSY DQG KRZ WKH\ SURWHFW RXU FRQILGHQWLDO 1

,Q DGGLWLRQ WR FRQWUDFWXDO PHDVXUHV ZH WU\ WR SURWHFW WKH FRQILGH
DQG WHFKQRORJLFDO VHFXULW\ PHDVXUHV 6XFK PHDVXUHV PD\ QRW SURYLGH

LQIRUPDWLRQ )RU H[DPSOH RXU VHEFEXULW\ PHDVXUHV PD\ QRW SUHYHQW DQ H
IURP PLVDSSURSULDWLQJ RXU WUDGH VHFUHWY DQG SURYLGLQJ WKHP WR D FR
VXFK PLVFRQGXFW PD\ QRW SURYLGH DQ DGHTXDWH UHPHG\ WR SURWHFW RXU

LOOHJDOO\ GLVFORVHG RU PLVDSSURSULDWHG D WUDGH VHFUHW FDQ EH GLIILF
XQSUHGLFWDEOH ,Q DGGLWLRQ FRXUWV RXWVLGH WKH 8QLWHG 6WDWHV PD\ E

JXUWKHUPRUH RXU SURSULHWDU\ LQIRUPDWLRQ PD\ EH LQGHSHQGHQWO\ GHYH
OHJDO UHFRXUVH E\ XV

.l DQ\ RI RXU FRQILGHQWLDO RU SURSULHWDU\ LQIRUPDWLRQ LQFOXGLQJ RXU "
RU LI DQ\ VXFK LQIRUPDWLRQ ZDV LQGHSHQGHQWO\ GHYHORSHG E\ D FRPSHWLYV
RXU EXVLQHVV FRXOG EH PDWHULDOO\ DQG DGYHUVHO\ DIIHFWHG
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SDWHQWY DQG SDWHQW DSSOLFDWLRQV LQYROYH KLJKO\ FRPSOH[ OHJDO DQG |
DGYHUVHO\ WR XV FRXOG QHJDWLYHO\ LPSDFW RXU FRPSHWLWLYH SRVLWLRQ

7KH SDWHQW SRVLWLRQV Rl FRPSDQLHY GHYHORSLQJ RQFRORJ\ WKHUDSHXWLF
QDQRPHGLFLQH FRPSDQLHVY DQG RWKHU DFWRUV LQ RXU ILHOGV RI EXVLQHVV |
FRPSOH[ VFLHQWLILF OHJDO DQG IDFWXDO DQDO\VHV ,Q SDUWLFXODU WKH LQ
SDWHQWY FRYHULQJ WKHUDSHXWLF FRPSRVLWLRQV PD\ EH XQFHUWDLQ DQG GL
E\ WKH IDFWV DQG FLUFXPVWDQFHV WKDW SHUWDLQ WR WKH SDWHQWHG FRPSR
RI WKH 8QLWHG 6WDWHV 3DWHQW DQG 7UDGHPDUN 2IILFH WKH U863720 DQG IF
FRXOG FKDQJH LQ WKH IXWXUH &RQVHTXHQWO\ WKH LVVXDQFH DQG VFRSH RI
LI LVWXHG PD\ EH FKDOOHQJHG LQYDOLGDWHG QDUURZHG RU FLUFXPYHQWHG
VXEMHFW WR LQWHUIHUHQFH SURFHHGLQJVY DQG 8 6 SDWHQWYV PD\ EH VXEMHF
LQWHU SBYMHEZY RU RWKHU DGPLQLVWUDWLYH SURFHHGLQJV LQ WKH 86372 )RUE
RSSRVLWLRQ RU FRPSDUDEOH SURFHHGLQJV LQ FRUUHVSRQGLQJ IRUHLJQ SDWH}
DSSOLFDWLRQV RU RXU OLFHQVRUVx SDWHQWY DQG SDWHQW DSSOLFDWLRQV L
DSSOLFDWLRQV RU RXU OLFHQVRUVx SDWHQW DSSOLFDWLRQV RU WKH ORVV RU
UHH[DPLQDWLRQ SRV@WHWDGMYWHILRESRVLWLRQ SURFHHGLQJY DQG RWKHU DG
EH FRVWO\ DQG LQYROYH WKH GLYHUVLRQ RI VLIJQLILFDQW PDQDJHPHQW WLPH
OLFHQVRUVXx SDWHQWY PD\ QRW SURYLGH XV ZLWK VXIILFLHQW SURWHFWLRQ D
GHQLDO RU UHGXFWLRQ LQ VFRSH RI DQ\ Rl VXFK SDWHQWY DQG SDWHQW DSSO
EXVLQHVYV

JXUWKHUPRUH HYHQ LI QRW FKDOOHQJHG RXU SDWHQWY DQG SDWHQW DSSOLF
DSSOLFDWLRQV PD\ QRW DGHTXDWHO\ SURWHFW RXU SURGXFW FDQGLGDWHYV S
GHVLIQLQJ WKHLU SURGXFWV RU WHFKQRORJ\ WR DYRLG EHLQJ FRYHUHG E\ RX
EUHDGWK RU VWUHQJWK RI SURWHFWLRQ SURYLGHG E\ WKH SDWHQWYV ZH RZQ F
FDQGLGDWHYV SURFHVVHV RU WHFKQRORJLHV LV WKUHDWHQHG LW FRXOG GLWV
DQG FRXOG WKUHDWHQ RXU DELOLW\ WR VXFFHVVIXOO\ FRPPHUFLDOL]H RXU S|
JXUWKHUPRUH IRU 8 6 SDWHQW DSSOLFDWLRQV LQ ZKLFK FODLPV DUH HQWLW(
LOWHUIHUHQFH SURFHHGLQJ FDQ EH SURYRNHG E\ D WKLUG SDUW\ RU LQVWLW)
ILUVW WR LQYHQW DQ\ RI WKH VXEMHFW PDWWHU FRYHUHG E\ VXFK SDWHQW FC

,Q DGGLWLRQ FKDQJHV LQ RU GLIITHUHQW LQWHUSUHWDWLRQV RI SDWHQW OD
RWKHUV WR XVH RXU GLVFRYHULHVY RU WR GHYHORS DQG FRPPHUFLDOL]H RXU ¢
WHFKQRORJLHVY ZLWKRXW SURYLGLQJ DQ\ QRWLFH RU FRPSHQVDWLRQ WR XV R
RXU OLFHQVRUV DUH DEOH WR REWDLQ 7KH ODZV RI VRPH FRXQWULHYV GR QRW
DV 8 6 ODZV DQG WKRVH FRXQWULHY PD\ ODFN DGHTXDWH UXOHV DQG SURFHG.

,] ZH RU RXU OLFHQVRUV IDLO WR REWDLQ DQG PDLQWDLQ SDWHQW SURWHFWLI
FDQGLGDWHYV SURFHVVHV DQG WHFKQRORJLHV ZH FRXOG ORVH RXU FRPSHWLW
LQFUHDVH SRWHQWLDOO\ UHGXFLQJ UHYHQXHYV DQG KDYLQJ D PDWHULDO DGYF

7KH OLYHV RI RXU SDWHQWY PD\ QRW EH VXIILFLHQW WR HIIHFWLYHO\ SURWHFV

3DWHQWYV KDYH D OLPLWHG OLIHVSDQ ,QGLYLGXDO SDWHQW WHUPV H[WHQG IR
ILOLQJ Rl WKH SDWHQW DSSOLFDWLRQ WKH GDWH RI SDWHQW LVVXDQFH DQG
DUH REWDLQHG ,Q WKH 8QLWHG 6WDWHV WKH QDWXUDO H[SLUDWLRQ RI D SDW
GDWH ,Q DGGLWLRQ DOWKRXJK XSRQ LVVXDQFH LQ WKH 8QLWHG 6WDWHV D SC
FDXVHG E\ WKH 86372 WKLV LQFUHDVH FDQ EH UHGXFHG RU HOLPLQDWHG EDVH
DSSOLFDQW GXULQJ SDWHQW SURVHFXWLRQ +RZHYHU WKH DFWXDO SURWHFW|
EDVLV IURP FRXQWU\ WR FRXQWU\ DQG GHSHQGV XSRQ PDQ\ IDFWRUV LQFOXC
WKH DYDLODELOLW)\ Rl OHJDO UHPHGLHYV LQ D SDUWLFXODU FRXQWU\ DQG WKH
OLFHQVRUV GR QRW KDYH VXIILFLHQW SDWHQW OLIH WR SURWHFW RXU SURGXF
RI RSHUDWLRQV ZLOO EH DGYHUVHO\ DIIHFWHG

,1 ZH GR QRW REWDLQ SURWHFWLRQ XQGHU WKH +DWFK :D[PDQ $PHQGPHQWYV D
HIWHQGLQJ WKH WHUP RI SDWHQWY FRYHULQJ HDFK RI RXU SURGXFW FDQGLGD
KDUPHG

'HSHQGLQJ XSRQ WKH WLPLQJ GXUDWLRQ DQG FRQGLWLRQV RI )'$ PDUNHWLQJ
RI RXU 8 6 SDWHQWYV PD\ EH HOLJLEOH IRU OLPLWHG SDWHQW WHUP H[WHQVLR
5HVWRUDWLRQ $FW RI UHIHUUHG WR DV WKH +DWFK :D[PDQ $PHQGPHQWV 7
SDWHQW WHUP H[WHQVLRQ RI XS WR ILYH \HDUV IRU D SDWHQW FRYHULQJ DQ D
WHUP ORVW GXULQJ SURGXFW GHYHORSPHQW DQG WKH )'$ UHIJXODWRU\ UHYLH?Z
H[WHQVLRQ LI ZH IDLO WR DSSO\ ZLWKLQ DSSOLFDEOH GHDGOLQHYV IDLO WR DS
IDLO WR VDWLVI\ DSSOLFDEOH UHTXLUHPHQWY ORUHRYHU WKH OHQJWK RI WKt
XQDEOH WR REWDLQ SDWHQW WHUP H[WHQVLRQ RU WKH WHUP RI DQ\ VXFK H[WI
ZKLFK ZH FDQ HQIRUFH RXU SDWHQW ULJKWV IRU WKDW SURGXFW ZLOO EH VKR!
PDUNHW FRPSHWLQJ SURGXFWV VRRQHU $V D UHVXOW RXU UHYHQXH IURP DSS
PDWHULDOO\
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‘H ZLOO QRW VHHN WR SURWHFW RXU LQWHOOHFWXDO SURSHUW\ ULJKWV LQ DC
QRW EH DEOH WR DGHTXDWHO\ HQIRUFH RXU LQWHOOHFWXDO SURSHUW\ ULJKW
SURWHFWLRQ

J)LOLQJ SURVHFXWLQJ DQG GHIHQGLQJ SDWHQWYV RQ RXU SURGXFWV SURGXFW
FRXQWULHY DQG MXULVGLFWLRQV WKURXJKRXW WKH ZRUOG ZRXOG EH SURKLEL
VRPH FRXQWULHV RXWVLGH WKH 8QLWHG 6WDWHY FRXOG EH OHVV H[WHQVLYH \
DUH REWDLQHG LQ WKH 8QLWHG 6WDWHV &RPSHWLWRUV PD\ XVH RXU WHFKQR(
QRW SXUVXH DQG REWDLQ SDWHQW SURWHFWLRQ WR GHYHORS WKHLU RZQ SUR
SURGXFWV WR WHUULWRULHY ZKHUH ZH RU RXU OLFHQVRUV KDYH SDWHQW SUR
OLFHQVRUVx SDWHQW ULJKWV LV QRW DV VWURQJ DV LQ WKH 8QLWHG 6WDWHYV
SDWHQWYV RU RWKHU LQWHOOHFWXDO SURSHUW\ ULJKWYV PD\ QRW EH HIIHFWLY#
SXUVXH DQG REWDLQ LVVXHG SDWHQWYV LQ SDUWLFXODU MXULVGLFWLRQV RXU
EH HIIHFWLYH RU VXIILFLHQW WR SUHYHQW WKLUG SDUWLHV IURP VR FRPSHWLC

,Q DGGLWLRQ WKH ODZV RI VRPH IRUHLJQ FRXQWULHY GR QRW SURWHFW LQWH
IHGHUDO DQG VWDWH ODZV LQ WKH 8QLWHG 6WDWHY 3DWHQW SURWHFWLRQ P X
H[SHQVLYH DQG WLPH FRQVXPLQJ SURFHVV ZLWK XQFHUWDLQ RXWFRPHV $FFRL
VHHN SDWHQW SURWHFWLRQ LQ FHUWDLQ FRXQWULHV DQG ZH ZLOO QRW KDYH
DGGLWLRQ WKH OHJDO V\VWHPV RI VRPH FRXQWULHY SDUWLFXODUO\ GHYHOR
DQG RWKHU LQWHOOHFWXDO SURSHUW\ SURWHFWLRQ HVSHFLDOO\ WKRVH UHO
UHTXLUHPHQWY IRU SDWHQWDELOLW\ GLIITHU LQ YDU\LQJ GHJUHHV IURP FRXQV
GR QRW SURWHFW LQWHOOHFWXDO SURSHUW\ ULJKWYVY LQFOXGLQJ WUDGH VHFL
8QLWHG 6WDWHYV $V D UHVXOW PDQ\ FRPSDQLHVY KDYH HQFRXQWHUHG VLJQLIL
LOWHOOHFWXDO SURSHUW\ ULJKWV LQ FHUWDLQ IRUHLJQ MXULVGLFWLRQV 6XF
LQIULQJHPHQW PLVDSSURSULDWLRQ RU RWKHU YLRODWLRQ RI RXU RWKHU LQW
FRXQWULHY KDYH FRPSXOVRU\ OLFHQVLQJ ODZV XQGHU ZKLFK D SDWHQW RZQH
PDQ\ FRXQWULHY OLPLW WKH HQIRUFHDELOLW\ RI SDWHQWY DJDLQVW WKLUG S
FRQWUDFWRUV ,Q WKHVH FRXQWULHYV SDWHQWYV PD\ SURYLGH OLPLWHG RU QR
KDYH OLPLWHG UHPHGLHV LI SDWHQWY DUH LQIULQJHG RU LI ZH RU RXU OLFHQ"'
ZKLFK FRXOG PDWHULDOO\ GLPLQLVK WKH YDOXH RI WKRVH SDWHQWV 7KLV FR.

$FFRUGLQJO\ RXU DQG RXU OLFHQVRUVx HIIRUWYV WR HQIRUFH LOQWHOOHFWXDOC
REWDLQ D VLIJQLILFDQW FRPPHUFLDO DGYDQWDJH IURP WKH LQWHOOHFWXDO S|
VHFUHWY DUH GLVFORVHG LQ D IRUHLJQ MXULVGLFWLRQ FRPSHWLWRUV ZRUOG
DQG ZH PD\ EH ZLWKRXW VDWLVIDFWRU\ UHFRXUVH 6XFK GLVFORVXUH FRXOG K

ORUHRYHU RXU DELOLW\ WR SURWHFW DQG HQIRUFH RXU LQWHOOHFWXDO SURE
FKDQJHV LQ IRUHLJQ LQWHOOHFWXDO SURSHUW\ ODZzV

JXUWKHUPRUH SURFHHGLQJV WR HQIRUFH RXU OLFHQVRUVx DQG RXU SDWHQW
MXULVGLFWLRQV FRXOG UHVXOW LQ VXEVWDQWLDO FRVWY DQG GLYHUW RXU HI
FRXOG SXW RXU RU RXU OLFHQVRUVx SDWHQWY DW ULVN RI EHLQJ LQYDOLGDW|
SDWHQW DSSOLFDWLRQV DW ULVN RI QRW LVVXLQJ DQG FRXOG SURYRNH WKLUC
PD\ QRW SUHYDLO LQ DQ\ ODZVXLWV WKDW ZH LQLWLDWH DQG WKH GDPDJHV RL
FRPPHUFLDOO\ PHDQLQJIXO ZKLOH WKH GDPDJHV DQG RWKHU UHPHGLHV ZH PD
VLIQLILFDQW ,Q DGGLWLRQ FKDQJHV LQ WKH ODZ DQG OHJDO GHFLVLRQV E\ F
DIIHFW RXU DELOLW\ WR REWDLQ DGHTXDWH SURWHFWLRQ IRU RXU WHFKQRORJ

$FFRUGLQJO\ RXU OLFHQVRUVx DQG RXU HIIRUWY WR HQIRUFH RXU LQWHOOHF\
WR REWDLQ D VLIJQLILFDQW FRPPHUFLDO DGYDQWDJH IURP WKH LQWHOOHFWXD

7KLUG SDUWLHV PD\ DVVHUW RZQHUVKLS RU FRPPHUFLDO ULJKWV WR LQYHQWL
RZQ

7KLUG SDUWLHYVY PD\ LQ WKH IXWXUH PDNH FODLPV FKDOOHQJLQJ WKH LQYHQWR
SURSHUW\ :H KDYH ZULWWHQ DJUHHPHQWYV ZLWK FROODERUDWRUV WKDW SURY
IURP RXU FROODERUDWLRQV 7KHVH DJUHHPHQWY SURYLGH WKDW ZH PXVW QHJ
FROODERUDWRUV ZLWK UHVSHFW WR MRLQW LOQYHQWLRQV RU LQYHQWLRQV PDC
FROODERUDWLRQ ,Q VRPH LQVWDQFHV WKHUH PD\ QRW EH DGHTXDWH ZULWWH
LOWHOOHFWXDO SURSHUW\ ULJKWV WKDW PD\ DULVH IURP D FROODERUDWLRQ
DQG FRPPHUFLDO ULJKWV WR WKH LQYHQWLRQV WKDW UHVXOW IURP RXU XVH R
RU LI GLVSXWHV RWKHUZLVH DULVH ZLWK UHVSHFW WR WKH LQWHOOHFWXDO S|
OLPLWHG LQ RXU DELOLW\ WR FDSLWDOL]JH RQ WKH IXOO PDUNHW SRWHQWLDO |
SDUWLHV WKDW RXU DJUHHPHQWY ZLWK HPSOR\HHVY FRQWUDFWRUV RU FRQVXO
XV DUH LQHIIHFWLYH RU LQ FRQIOLFW ZLWK SULRU RU FRPSHWLQJ FRQWUDFW X
RZQHUVKLS GLVSXWHV UHJDUGLQJ LQWHOOHFWXDO SURSHUW\ ZH KDYH GHYHOR
WR FDSWXUH WKH IXOO FRPPHUFLDO YDOXH RI VXFK LQYHQWLRQV /LWLJDWLRQ
DQG LI ZH DUH QRW VXFFHVVIXO ZH PD\ EH SUHFOXGHG IURP XVLQJ FHUWDLQ L
SURGXFW FDQGLGDWHYVY SURFHVVHV DQG WHFKQRORJLHV RU PD\ ORVH RXU UL
FRXOG KDYH DQ DGYHUVH LPSDFW RQ RXU EXVLQHVV
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7KLUG SDUWLHV PD\ DVVHUW WKDW RXU HPSOR\HHV RU FRQVXOWDQWYV KDYH ZU
LQIRUPDWLRQ RU PLVDSSURSULDWHG WUDGH VHFUHWYV

‘H FXUUHQWO\ HPSOR\ DQG LQ WKH IXWXUH PD\ HPSOR\ LQGLYLGXDOV ZKR ZHL
ELRWHFKQRORJ\ SKDUPDFHXWLFDO RU QDQRPHGLFLQH FRPSDQLHV LQFOXGLQJ
ZH WU\ WR HQVXUH WKDW RXU HPSOR\HHVY DQG FRQVXOWDQWY GR QRW XVH WKl
WKHLU ZRUN IRU XV ZH PD\ EH VXEMHFW WR FODLPV WKDW ZH RU RXU HPSOR\H
LOQDGYHUWHQWO\ RU RWKHUZLVH XVHG RU GLVFORVHG LQWHOOHFWXDO SURSHL
RI D IRUPHU HPSOR\HU RU RWKHU WKLUG SDUWLHV /LWLJDWLRQ PD\ EH QHFHV\
GHIHQGLQJ DQ\ VXFK FODLPV LQ DGGLWLRQ WR SD\LQJ PRQHWDU\ GDPDJHV ZH
SHUVRQQHO RU GDPDJH RXU UHSXWDWLRQ (YHQ LI ZH DUH VXFFHVVIXO LQ GHIt
VXEVWDQWLDO FRVWY DQG EH D GLVWUDFWLRQ WR PDQDJHPHQW DQG RWKHU H

$ GLVSXWH FRQFHUQLQJ WKH LQIULQJHPHQW RU PLVDSSURSULDWLRQ RI RXU LQ
SURSHUW\ ULJKWV RI RWKHUV FRXOG EH WLPH FRQVXPLQJ DQG FRVWO\ DQG DC
EXVLQHVYV

7TKHUH LV VLIQLILFDQW OLWLIJDWLRQ LQ WKH ILHOGV RI SKDUPDFHXWLFDO DQG
LOWHOOHFWXDO SURSHUW\ ULJKWV :KLOH ZH DUH QRW FXUUHQWO\ VXEMHFW W
DZDUH RI DQ\ VXFK WKUHDWHQHG OLWLJDWLRQ ZH PD\ EH H[SRVHG WR IXWXUH
SURGXFWV SURGXFW FDQGLGDWHY SURFHVVHV WHFKQRORJLHV RU DFWLYLWL

,] RXU GHYHORSPHQW DFWLYLWLHY DUH IRXQG WR LQIULQJH DQ\ VXFK SDWHQW
OLFHQVHV WR VXFK SDWHQWY $ SDWHQWHH FRXOG SUHYHQW XV IURP XVLQJ Wi
PD\ QHHG WR UHVRUW WR OLWLJDWLRQ WR HQIRUFH D SDWHQW LVVXHG WR XV

DQG YDOLGLW\ RI WKLUG SDUW\ SURSULHWDU\ ULJKWV ,I ZH LQLWLDWH RU WKL
SURYRNH WKLUG SDUWLHVY WR DVVHUW FODLPV DJDLQVW XV RU RXU OLFHQVRU\
LOQOWHUSUHWHG QDUURZO\ )URP WLPH WR WLPH ZH PD\ KLUH VFLHQWLILF SHUV/
FRPSDQLHV LQYROYHG LQ RQH RU PRUH DUHDV VLPLODU WR WKH DFWLYLWLHYV |
VXEMHFW WR DOOHJDWLRQV RI WUDGH VHFUHW PLVDSSURSULDWLRQ RU RWKHU
LOQYROYHG LQ OLWLIJDWLRQ LW FRXOG FRQVXPH D VXEVWDQWLDO SRUWLRQ RI |
ZKHWKHU ZH ZLQ RU ORVH :H PD\ QRW EH DEOH WR DIIRUG WKH FRVWV RI OLWL
DGYHUVH UXOLQJ LQ GHIHQGLQJ RXUVHOYHYVY DJDLQVW WKHVH FODLPV FRXOG K
DFWLRQ DJDLQVW XV RU RXU FROODERUDWRUYV FRXOG OHDG WR

a SD\PHQW RI GDPDJHVY SRWHQWLDOO\ WUHEOH GDPDJHV LI ZH DUH IRXQG
ULJKWYV

a LQMXQFWLYH RU RWKHU HTXLWDEOH UHOLHI WKDW PD\ HIITHFWLYHO\ EORF
VHOO SURGXFWV RU

a XV RU RXU FROODERUDWRUYV KDYLQJ WR HOQWHU LQWR OLFHQVH DUUDQJHF
DFFHSWDEOH WHUPV LI DW DOO

$Q\ RI WKHVH RXWFRPHV FRXOG KXUW RXU FDVK SRVLWLRQ DQG ILQDQFLDO FRC(
RXU SURGXFW FDQGLGDWHYV

.| RXU WUDGHPDUNY DQG WUDGH QDPHV DUH QRW DGHTXDWHO\ SURWHFWHG ZF
LQ RXU PDUNHWYV RI LQWHUHVW DQG RXU EXVLQHVYVY PD\ EH DGYHUVHO\ DIIHFWH

2XU UHJLVWHUHG RU XQUHJLVWHUHG WUDGHPDUNV RU WUDGH QDPHV PD\ EH FK
JHQHULF RU GHWHUPLQHG WR EH LQIULQJLQJ RQ RWKHU PDUNV :H PD\ QRW EH
WUDGH QDPHV RU PD\ EH IRUFHG WR VWRS XVLQJ WKHVH QDPHY DQG WUDGHPD
SRWHQWLDO SDUWQHUV RU FXVWRPHUV LQ RXU PDUNHWYV RI LOQOWHUHVW || ZH O
WUDGHPDUNY DQG WUDGH QDPHYV ZH PD\ QRW EH DEOH WR FRPSHWH HIIHFWLY}

5LVNV 5HODWHG WR 2ZQHUVKLS RI 2XU 2UGLQDU\ 6KDUHY DQG $'6V

7KH PDUNHW SULFH RI RXU HTXLW\ VHFXULWLHY PD\ EH YRODWLOH RU PD\ GHFC
SHUIRUPDQFH

7KH WUDGLQJ SULFH RI RXU $'6V PD\ IOXFWXDWH VXEVWDQWLDOO\ 7KH WUDGLG
IDFWRUV LQFOXGLQJ WKRVH GHVFULEHG LQ WKLV U,WHP ' 5LVN )DFWRUVU P
IOXFWXDWLRQV LQ WKH PDUNHW SULFH DQG GHPDQG IRU RXU RUGLQDU\ VKDUH
RXU DFWXDO RSHUDWLQJ SHUIRUPDQFH ZKLFK PD\ OLPLW RU SUHYHQW KROGH!L
RWKHUZLVH QHJDWLYHO\ DIIHFW WKH OLTXLGLW\ RI RXU RUGLQDU\ VKDUHV RU
QDQRPHGLFLQH FRPSDQLHV LQ SDUWLFXODU KDYH H[SHULHQFHG H[WUHPH SUL
XQUHODWHG RU GLVSURSRUWLRQDWH WR WKH RSHUDWLQJ SHUIRUPDQFH RI WK

‘H GR QRW FXUUHQWO\ LOQWHQG WR SD\ GLYLGHQGYV RQ RXU VHFXULWLHYV ,Q DG
GLYLGHQGY ZH DUH DEOH WR GLVWULEXWH

‘H KDYH QHYHU GHFODUHG RU SDLG DQ\ FDVK GLYLGHQGVY RQ RXU RUGLQDU\ VK
IRUHVHHDEOH IXWXUH H FXUUHQWO\ LQWHQG WR LQYHVW RXU IXWXUH HDUQLC
RUGLQDU\ VKDUHVY DUH QRW OLNHO\ WR UHFHLYH DQ\ GLYLGHQGV RQ VXFK RUG
WKH VXFFHVV RI DQ LQYHVWPHQW LQ RUGLQDU\ VKDUHV RU $'6V ZLOO GHSHQG
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&RQVHTXHQWO\ LQYHVWRUV PD\ QHHG WR VHOO DOO RU SDUW RI WKHLU KROGL
ZKLFK PD\ QHYHU RFFXU DV WKH RQO\ ZzD\ WR UHDOL]H DQ\ IXWXUH JDLQV RQ W
RUGLQDU\ VKDUHV RU $'6V ZLOO DSSUHFLDWH LQ YDOXH RU HYHQ PDLQWDLQ W
WKHP ,QYHVWRUV VHHNLQJ FDVK GLYLGHQGY VKRXOG QRW SXUFKDVH RXU $'6V

YXUWKHU XQGHU )UHQFK ODZ WKH GHWHUPLQDWLRQ Rl ZKHWKHU ZH KDYH EHH
WKH EDVLV RI RXU VWDWXWRU\ ILQDQFLDO VWDWHPHQWY SUHSDUHG DQG SUHYV
DSSOLFDEOH LQ JUDQFH ,Q DGGLWLRQ SD\PHQW RI GLYLGHQGV PD\ VXEMHFW >

% OHPRUDQGXP DQG $UWLFOHV RI $VVRFLDWLRQO.H\ 3URYLVLRQV RI 2XU %\ O
6KDUHVO5LIKWY 3UHIHUHQFHV DQG 5HVWULFWLRQV $WWDFKLQJ WR 2UGLQDU\
DELOLW\ WR GHFODUH DQG SD\ GLYLGHQGV 7KHUHIRUH ZH PD\ EH PRUH UHVWL
FRPSDQLHV QRW EDVHG LQ )UDQFH

,Q DGGLWLRQ H[FKDQJH UDWH IOXFWXDWLRQV PD\ DIITHFW WKH DPRXQW RI HXU
8 6 GROODUV WKDW RXU VKDUHKROGHUVY UHFHLYH XSRQ WKH SD\PHQW RI FDVK
LQ HXURV LI DQ\ 7KHVH IDFWRUV FRXOG KDUP WKH YDOXH RI WKH $'6V

JXWXUH VDOHV RI RUGLQDU\ VKDUHV RU $'6V E\ H[LVWLQJ VKDUHKROGHUV FRXO
DQG RUGLQDU\ VKDUHYV

‘H EHOLHYH WKDW DGGLWLRQDO FDSLWDO PD\ EH QHHGHG WR FRQWLQXH RXU S
FOLQLFDO WULDOV PDQXIDFWXULQJ DQG FRPPHUFLDOL]DWLRQ HIIRUWYV H[SDQ
DVVRFLDWHG ZLWK RSHUDWLQJ DV D SXEOLF FRPSDQ\ 6DOHV RI DGGLWLRQDO [
WKHVH VDOHV FRXOG RFFXU FRXOG FDXVH WKH PDUNHW SULFH RI RXU $'6V WR

. RXU H[LVWLQJ VKDUHKROGHUY VHOO RU LQGLFDWH DQ LQWHQW WR VHOO V>
SULFH RI RXU $'6V DQG RUGLQDU\ VKDUHV FRXOG GHFOLQH VLIQLILFDQWO\ ,Q I
DELOLW\ WR UDLVH FDSLWDO WKURXJK WKH VDOH RI DGGLWLRQDO HTXLW\ VHF>

$V Rl '"HFHPEHU ZH KDG RUGLQDU\ VKDUHV RXWVWDQGLQJ 2XWVW
LQFOXGLQJ RXU VXSHUYLVRU\ ERDUG PHPEHUY DQG H[HFXWLYH ERDUG PHPEHU'
UHTXLUHPHQWY RI 5XOH XQGHU WKH 6HFXULWLHV $FW LQFOXGLQJ WKH YRO:
$00 RXWVWDQGLQJ $'6V KHOG E\ QRQ DIILOLDWHYV PD\ EH UHVROG ZLWKRXW UH

+ROGHUV RI RXU $'6V PD\ QRW EH DEOH WR H[HUFLVH WKHLU ULJKW WR YRWH W

+ROGHUV RI $'6V PD\ HIHUFLVH YRWLQJ ULJKWV ZLWK UHVSHFW WR WKH RUGLQI
DFFRUGDQFH ZLWK WKH SURYLVLRQV RI WKH GHSRVLW DJUHHPHQW DQG QRW D\
SURYLGHVY WKDW XSRQ UHFHLSW RI QRWLFH RI DQ\ PHHWLQJ RI KROGHUV RI RX
GDWH IRU WKH GHWHUPLQDWLRQ RI $'6 KROGHUVY ZKR VKDOO EH HQWLWOHG WR
WLPHO\ UHFHLSW RI QRWLFH IURP XV LI ZH VR UHTXHVW WKH GHSRVLWDU\ VKL
WKH QRWLFH RI WKH PHHWLQJ RU VROLFLWDWLRQ RI FRQVHQW RU SUR[\ VHQW |
LOQVWUXFWLRQV PD\ EH JLYHQ E\ WKH KROGHUV

+ROGHUV RI $'6V PD\ LQVWUXFW WKH GHSRVLWDU\ RI WKHLU $'6V WR YRWH WKH
+ROGHUV RI $'6V ZLOO QRW EH DEOH WR H[HUFLVH YRWLQJ ULJKWV XQOHVV WK
WKH\ KROG +RZHYHU D KROGHU RI $'6V PD\ QRW NQRZ DERXW WKH PHHWLQJ ID
RUGLQDU\ VKDUHV ,I ZH DVN IRU D KROGHU RI $'6Vx LQVWUXFWLRQV WKH GHSF
KHU RI WKH XSFRPLQJ YRWH DQG DUUDQJH WR GHOLYHU RXU YRWLQJ PDWHULD(
$'6V WKDW KH RU VKH ZLOO UHFHLYH WKH YRWLQJ PDWHULDOV LQ WLPH WR HQ\
KLV RU KHU RUGLQDU\ VKDUHV RU WR ZLWKGUDZ KLV RU KHU RUGLQDU\ VKDUHYV
GRHY QRW UHFHLYH WLPHO\ YRWLQJ LQVWUXFWLRQV IURP D KROGHU RI $'6V LV
YRWH WKH RUGLQDU\ VKDUHV XQGHUO\LQJ KLV RU KHU $'6V ,Q DGGLWLRQ WKH
IDLOLQJ WR FDUU\ RXW YRWLQJ LQVWUXFWLRQV RU IRU WKH PDQQHU RI FDUU\L
$'6V PD\ QRW EH DEOH WR H[HUFLVH KLV RU KHU ULJKW WR YRWH DQG WKHUH F
VKDUHV XQGHUO\LQJ KLV RU KHU $'6V DUH QRW YRWHG DV KH RU VKH UHTXHVW

+ROGHUV RI $'6V ZLOO QRW EH GLUHFWO\ KROGLQJ RXU RUGLQDU\ VKDUHV

$ KROGHU RI $'6V ZLOO QRW EH WUHDWHG DV RQH RI RXU VKDUHKROGHUYV DQG :
JRYHUQV RXU VKDUHKROGHU ULJKWV 7KH GHSRVLWDU\ WKURXJK WKH FXVWRG]I
WKH RUGLQDU\ VKDUHVY XQGHUO\LQJ $'6V KHOG E\ KROGHUV RI $'6V +ROGHUV R
RWKHU WKLQJV $'6 KROGHU ULJKWV GR QRW SURYLGH IRU GRXEOH YRWLQJ ULJ
RUGLQDU\ VKDUHVY KHOG LQ D VKDUHKROGHUV QDPH IRU D SHULRG RI DW OHDYV
GHSRVLWDU\ DQG KROGHUV RI $'6V DQG DOO RWKHU SHUVRQV GLUHFWO\ DQG L
DV ZHOO DV WKH ULJKWYVY DQG REOLJDWLRQV RI XV DQG WKH GHSRVLWDU\

7KH ULJKW DV D KROGHU RI $'6V WR SDUWLFLSDWH LQ DQ\ IXWXUH SUHIHUHQWL
GLYLGHQGV LQ VKDUHV PD\ EH OLPLWHG ZKLFK PD\ FDXVH GLOXWLRQ WR WKH |

$FFRUGLQJ WR )UHQFK ODZ LI ZH LVVXH DGGLWLRQDO VHFXULWLHV IRU FDVK F
VXEVFULSWLRQ ULJKWV IRU WKHVH VHFXULWLHY RQ D SUR UDWD EDVLV XQOHV\
RXU VKDUHKROGHUV E\ D WZR WKLUGY PDMRULW\ YRWH RU LQGLYLGXDOO\ E\ I
8QLWHG 6WDWHYV ZLOO QRW EH HQWLWOHG WR H[HUFLVH RU VHOO VXFK ULJKWYV
WKH ULJKWVY UHODWH XQGHU WKH 6HFXULWLHYV $FW RU DQ H[HPSWLRQ IURP WKI
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GHSRVLW DJUHHPHQW SURYLGHV WKDW WKH GHSRVLWDU\ ZLOO QRW PDNH ULJK
XQOHVVY WKH GLVWULEXWLRQ WR $'6 KROGHUV RI ERWK WKH ULJKWY DQG DQ\ U|
6HFXULWLHYV $FW RU H[HPSWHG IURP UHJLVWUDWLRQ XQGHU WKH 6HFXULWLHV ¢
WKH RSWLRQ WR UHFHLYH GLYLGHQGY LQ HLWKHU FDVK RU VKDUHV XQGHU WK
VDWLVIDFWRU\ DVVXUDQFHV IURP XV WKDW H[WHQGLQJ WKH RIITHU WR KROGHUYV
VHFXULWLHY XQGHU WKH 6HFXULWLHYV $FW EHIRUH PDNLQJ WKH RSWLRQ DYDLO
ILOH D UHJLVWUDWLRQ VWDWHPHQW ZLWK UHVSHFW WR DQ\ VXFK ULJKWV RU VI
VWDWHPHQW WR EH GHFODUHG HIIHFWLYH ORUHRYHU ZH PD\ QRW EH DEOH WR
6HFXULWLHYV $FW $FFRUGLQJO\ $'6 KROGHUV PD\ EH XQDEOH WR SDUWLFLSDWF
GLYLGHQGY LQ VKDUHVY DQG PD\ H[SHULHQFH GLOXWLRQ LQ WKHLU KROGLQJV
DUH QRW H[HUFLVHG RU QRW GLVWULEXWHG RU LI WKH VDOH LV QRW ODZIXO RI
ZKLFK FDVH KROGHUV RI RXU $'6V ZLOO UHFHLYH QR YDOXH IRU WKHVH ULJKWYV

+ROGHUV RI $'6V LQ WKH 8QLWHG 6WDWHV PD\ EH VXEMHFW WR OLPLWDWLRQV |
ZLWKGUDZDO RI WKH XQGHUO\LQJ RUGLQDU\ VKDUHV

$'6V ZKLFK PD\ EH HYLGHQFHG E\ $PHULFDQ 'HSRVLWDU\ 5HFHLSWV U$'5VvU D
GHSRVLWDU\ +RZHYHU WKH GHSRVLWDU\ PD\ FORVH LWV ERRNV DW DQ\ WLPH F
FROQQHFWLRQ ZLWK WKH SHUIRUPDQFH RI LWV GXWLHY 7KH GHSRVLWDU\ PD\ UF
$'6V JHQHUDOO\ ZKHQ RXU ERRNV RU WKH ERRNV RI WKH GHSRVLWDU\ DUH FOR)
LV DGYLVDEOH WR GR VR EHFDXVH RI DQ\ UHTXLUHPHQW RI ODZ JRYHUQPHQW [
WKH GHSRVLW DJUHHPHQW RU IRU DQ\ RWKHU UHDVRQ VXEMHFW WR D KROGHU
WKH XQGHUO\LQJ RUGLQDU\ VKDUHVY 7HPSRUDU\ GHOD\V LQ WKH FDQFHOODWLR
VKDUHV PD\ DULVH EHFDXVH WKH GHSRVLWDU\ KDV FORVHG LWV WUDQVIHU ERR
WUDQVIHU RI RUGLQDU\ VKDUHYVY LV EORFNHG WR SHUPLW YRWLQJ DW D VKDUHK
RUGLQDU\ VKDUHVY ,Q DGGLWLRQ D KROGHU RI $'6V PD\ QRW EH DEOH WR FDQF
RUGLQDU\ VKDUHV ZKHQ KH RU VKH RZHV PRQH\ IRU IHHV WD[HV DQG VLPLODU
ZLWKGUDZDOV LQ RUGHU WR FRPSO\ ZLWK DQ\ ObZV RU JRYHUQPHQWDO UHJXO|
RUGLQDU\ VKDUHV RU RWKHU GHSRVLWHG VHFXULWLHYV

:H DUH DQ HPHUJLQJ JURZWK FRPSDQ\ DQG ZH FDQQRW EH FHUWDLQ LI WKH UHC
DSSOLFDEOH WR XV ZLOO PDNH RXU $'6V OHVV DWWUDFWLYH WR LQYHVWRUYV

‘H DUH DQ UHPHUJLQJ JURZWK FRPSDQ\ U DV GHILQHG LQ WKH -2%6 $FW $V DQ
DGYDQWDJH RI FHUWDLQ H[HPSWLRQV IURP YDULRXV UHSRUWLQJ UHTXLUHPHQV
DUH QRW UHPHUJLQJ JURZWK FRPSDQLHV U LQFOXGLQJ EXW QRW OLPLWHG WR
DWWHVWDWLRQ UHTXLUHPHQWYVY RI 6HFWLRQ RI WKH 6DUEDQHV 2[OH\ $FW DC
QRQELQGLQJ DGYLVRU\ YRWH RQ H[HFXWLYH FRPSHQVDWLRQ DQG VKDUHKROGH
SUHYLRXVO\ DSSURYHG

‘H FDQQRW SUHGLFW LI LQYHVWRUV ZLOO ILQG RXU $'6V OHVV DWWUDFWLYH EH
ILQG RXU $'6V OHVV DWWUDFWLYH DV D UHVXOW WKHUH PD\ EH D OHVV DFWLY}
$'6v PD\ EH PRUH YRODWLOH :H LQWHQG WR WDNH DGYDQWDJH RI WKHVH UHSR
HPHUJLQJ JURZWK FRPSDQ\ :H ZLOO UHPDLQ DQ HPHUJLQJ JURZWK FRPSDQ\ XQ
\HDU LQ ZKLFK ZH KDYH WRWDO DQQXDO JURVV UHYHQXH RI ELOOLRQ RU PF
ZH KDYH LVVXHG PRUH WKDQ ELOOLRQ LQ QRQFRQYHUWLEOH GHEW GXULQJ
ZH bUH GHHPHG WR EH D ODUJH DFFHOHUDWHG ILOHU XQGHU WKH UXOHV RI WK
FRPSDQ\ ZH PD\ FRQWLQXH WR DYDLO RXUVHOYHV RI WKH DFFRPPRGDWLRQV D'
ORQJ DV ZH TXDOLI\ DV VXFK

$'6V KROGHUV PD\ QRW EH HQWLWOHG WR D MXU\ WULDO ZLWK UHVSHFW WR FO
ZKLFK FRXOG UHVXOW LQ OHVV IDYRUDEOH RXWFRPHVY WR WKH SODLQWLIIV LQ |

7KH GHSRVLW DJUHHPHQW JRYHUQLQJ WKH $'6V UHSUHVHQWLQJ RXU RUGLQDU\
SHUPLWWHG E\ ODZ $'6 KROGHUV LQFOXGLQJ KROGHUV ZKR DFTXLUH $'6V LQ W
WULDO RI DQ\ FODLP WKH\ PD\ KDYH DJDLQVW XV RU WKH GHSRVLWDU\ DULVLQJ
GHSRVLW DJUHHPHQW LQFOXGLQJ DQ\ FODLP XQGHU WKH 8 6 IHGHUDO VHFXUL

.1 ZH RU WKH GHSRVLWDU\ RSSRVHG D MXU\ WULDO GHPDQG EDVHG RQ WKH ZDL
ZDV HQIRUFHDEOH EDVHG RQ WKH IDFWV DQG FLUFXPVWDQFHV RI WKDW FDVH L
ODZ 7R RXU NQRZOHGJH WKH HQIRUFHDELOLW\ RI D FRQWUDFWXDO SUH GLVSX
XQGHU WKH IHGHUDO VHFXULWLHY ODZV KDV QRW EHHQ ILQDOO\ DGMXGLFDWHC
EHOLHYH WKDW D FRQWUDFWXDO SUH GLVSXWH MXU\ WULDO ZDLYHU SURYLVLR
6WDWH RI 1HZ <RUN ZKLFK JRYHUQ WKH GHSRVLW DJUHHPHQW E\ D IHGHUDO R
QRQ H[FOXVLYH MXULVGLFWLRQ RYHU PDWWHUYV DULVLQJ XQGHU WKH GHSRVLW
FROQWUDFWXDO SUH GLVSXWH MXU\ WULDO ZDLYHU SURYLVLRQ FRXUWYV ZLOO J
DQG YROXQWDULO\ ZDLYHG WKH ULJKW WR D MXU\ WULDO :H EHOLHYH WKDW W
WKH $'6V ,W LV DGYLVDEOH WKDW KROGHUV RI RXU $'6V FRQVXOW OHJDO FRXQ
DFTXLULQJ $'6V DQG WKHUHE\ HQWHULQJ LQWR WKH GHSRVLW DJUHHPHQW

.l KROGHUV RI RXU $'6V RU DQ\ RWKHU EHQHILFLDO RZQHUV RI $'6V EULQJ D FOI
ZLWK PDWWHUV DULVLQJ XQGHU WKH GHSRVLW DJUHHPHQW RU WKH $'6V LQFO)
QRW EH HQWLWOHG WR D MXU\ WULDO ZLWK UHVSHFW WR VXFK FODLPV ZKLFK |
DJDLQVW XV DQG WKH GHSRVLWDU\ I D ODZVXLW LV EURXJKW DJDLQVW HLWKH
DJUHHPHQW LW PD\ EH KHDUG RQO\ E\ D MXGJH RU MXVWLFH RI WKH DSSOLFDE
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WR GLITHUHQW FLYLO SURFHGXUHV DQG PD\ UHVXOW LQ GLIITHUHQW RXWFRPHYV '
FRXOG EH OHVV IDYRUDEOH WR WKH SODLQWLIIV LQ DQ\ VXFK DFWLRQ

IHYHUWKHOHVV LI WKLV MXU\ WULDO ZDLYHU SURYLVLRQ LV QRW SHUPLWWHG
WHUPV RI WKH GHSRVLW DJUHHPHQW ZLWK D MXU\ WULDO 1R FRQGLWLRQ VWL
VHUYHV DV D ZDLYHU E\ DQ\ KROGHU RU EHQHILFLDO RZQHU RI $'6V RU E\ XV RU
VHFXULWLHY ODZV DQG WKH UXOHV DQG UHJXODWLRQV SURPXOJDWHG WKHUHX

5LVNV 5 HODWHG WR 2XU 6WDWXV DV D 1RQ 8 6 &RPSDOQ\

7KH ULJKWV RI VKDUHKROGHUV LQ FRPSDQLHV VXEMHFW WR )UHQFK FRUSRUDW
ULJKWV RI VKDUHKROGHUY RI FRUSRUDWLRQV LQFRUSRUDWHG LQ WKH 8QLWHG

‘H DUH D )UHQFK FRPSDQ\ ZLWK OLPLWHG OLDELOLW\ 2XU FRUSRUDWH DIIDLUV
JRYHUQLQJ FRPSDQLHV LQFRUSRUDWHG LQ )UDQFH 7KH ULJKWV RI VKDUHKROG
HI[HFXWLYH ERDUG DQG VXSHUYLVRU\ ERDUG DUH LQ PDQ\ ZD\V GLIITHUHQW IURP
FRPSDQLHY JRYHUQHG E\ WKH ODZV Rl 8 6 MXULVGLFWLRQV )RU H[DPSOH LQ \
DQG VXSHUYLVRU\ ERDUG DUH UHTXLUHG E\ )UHQFK ODZ WR FRQVLGHU WKH LQ\
HPSOR\HHV DQG RWKHU VWDNHKROGHUV UDWKHU WKDQ VROHO\ RXU VKDUHKRC
SDUWLHYV ZLOO KDYH LOWHUHVWY WKDW DUH GLITHUHQW IURP RU LQ DGGLWLRC

)XUWKHU LQ DFFRUGDQFH ZLWK J)UHQFK ODZ GRXEOH YRWLQJ ULJKWV DXWRPD
OLVWHG RQ D UHJXODWHG PDUNHW VXFK DV WKH UHJXODWHG PDUNHW RI (XUR!
WKDW LV KHOG RI UHFRUG LQ WKH QDPH RI WKH VDPH VKDUHKROGHU IRU D SHU
IRUWK LQ D FRPSDQ\xV E\ ODZV 2XU %\ ODZV FXUUHQWO\ GR QRW H[FOXGH VXF
3UDFWLFHVO&RUSRUDWH *RYHUQDQFH 3UDFWLFHVU DQG U,WHP % OHPRUDQG)
KHOG LQ WKH IRUP RI $'6V DUH QRW EH HOLJLEOH IRU GRXEOH YRWLQJ ULJKWYV

86 LQYHVWRUV PD\ KDYH GLIILFXOW\ HQIRUFLQJ FLYLO OLDELOLWLHY DJDLQVYV
VHQLRU PDQDJHPHQW DQG WKH H[SHUWY QDPHG LQ WKLYV $QQXDO 5HSRUW

&HUWDLQ PHPEHUV RI RXU H[HFXWLYH ERDUG VXSHUYLVRU\ ERDUG DQG VHQLR
$QQXDO 5HSRUW DUH QRQ UHVLGHQWYV Rl WKH 8QLWHG 6WDWHV DQG DOO RU D
VXFK SHUVRQV DUH ORFDWHG RXWVLGH WKH 8QLWHG 6WDWHV $V D UHVXOW L\
SHUVRQV RU XV LQ WKH 8QLWHG 6WDWHV RU WR HQIRUFH MXGJPHQWY REWDLQF
OLDELOLW\ SURYLVLRQV Rl WKH VHFXULWLHY ODZV RI WKH 8QLWHG 6WDWHV $C
FODLPV LQ DFWLRQV RULJLQDOO\ LQVWLWXWHG RXWVLGH RI WKH 8QLWHG 6WDYV
ODZ FODLP EHFDXVH IRUHLJQ FRXUWYV PD\ QRW EH WKH PRVW DSSURSULDWH IR
IRUHLJQ FRXUW DJUHHV WR KHDU D FODLP LW PD\ GHWHUPLQH WKDW WKH ODZ
DQG QRW 8 6 ODZ LV DSSOLFDEOH WR WKH FODLP )XUWKHU LI 8 6 ODZ LV IRX
ODZ PXVW EH SURYHG DV D IDFW ZKLFK FDQ EH D WLPH FRQVXPLQJ DQG FRVWO
ZRXOG VWLOO EH JRYHUQHG E\ WKH ODZ RI WKH MXULVGLFWLRQ LQ ZKLFK WKH
DV WR ZKHWKHU J)UHQFK FRXUWV ZRXOG UHFRJQL]H DQG HQIRUFH FHUWDLQ FLY
DFWLRQV RU MXGJPHQWYV RI 8 6 FRXUWV EDVHG XSRQ WKHVH FLYLO OLDELOLW)
DFWLRQV EURXJKW LQ WKH 8QLWHG 6WDWHV RU HOVHZKHUH PD\ EH XQHQIRUFH
XQGHU WKH 8 6 VHFXULWLHV ODZV ZRXOG EH FRQVLGHUHG SXQLWLYH LI LW GR
GDPDJH VXIIHUHG EXW LV LQWHQGHG WR SXQLVK WKH GHIHQGDQW )UHQFK ODZ
VKDUHKROGHUV PD\ LQLWLDWH D OHJDO DFWLRQ WR VHHN LQGHPQLILFDWLRQ |
LQWHUHVW LI LW IDLOV WR EULQJ VXFK OHJDO DFWLRQ LWVHOI ,I VR DQ\ GDPE
DQ\ OHJDO IHHV UHODWLQJ WR VXFK DFWLRQ PD\ EH ERUQH E\ WKH UHOHYDQW

7KH HQIRUFHDELOLW\ RI DQ\ MXGJPHQW LQ )UDQFH ZLOO GHSHQG RQ WKH SDUW
WUHDWLHV LQ HIIHFW DW WKH WLPH 7KH 8QLWHG 6WDWHY DQG )UDQFH GR QRW
HQIRUFHPHQW RI MXGJPHQWY RWKHU WKDQ DUELWUDWLRQ DZDUGV LQ FLYLO |

2XU %\ ObzV DQG JUHQFK FRUSRUDWH ODZ FRQWDLQ SURYLVLRQV WKDW PD\ GH

SBURYLVLRQV FRQWDLQHG LQ RXU %\ ODZV DQG )UHQFK FRUSRUDWH ODZ FRXOG
HYHQ LI GRLQJ VR PLIKW EH EHQHILFLDO WR RXU VKDUHKROGHUV ,Q DGGLWLR(
YDULRXV SURFHGXUDO DQG RWKHU UHTXLUHPHQWY ZKLFK FRXOG PDNH LW PRU
DFWLRQV 7KHVH SURYLVLRQV LQFOXGH WKH IROORZLQJ

a4 SURYLVLRQV RI JUHQFK ODZ DOORZLQJ WKH RZQHU RI RI WKH VKDUH FD
IRUFH RXW WKH PLQRULW\ VKDUHKROGHUV IROORZLQJ D WHQGHU RIIHU PC
FRPSDQLHV OLVWHG RQ D UHJXODWHG PDUNHW RU D PXOWLODWHUDO WULC
VWDWH SDUW\ RI WKH (XURSHDQ (FRQRPLF $UHD $JUHHPHQW LQFOXGLQJ
WKHUHIRUH EH DSSOLFDEOH WR XV RQO\ LI ZH FRQWLQXH WR GXDO OLVW
D PHUJHU LH LQ D )UHQFK ODZ FRQWH[W D VWRFN IRU VWRFN H[FKDQJt
ZLWKRXW EHLQJ OLTXLGDWHG LQWR WKH DFTXLULQJ HQWLW\ DQG RXU VKI
DFTXLULQJ HQWLW\ RI RXU FRPSDQ\ LQWR D FRPSDQ\ LQFRUSRUDWHG LQ
H[HFXWLYH ERDUG DV ZHOO DV D WZR WKLUGV PDMRULW\ RI WKH YRWHV F
SUR[\ RU YRWLQJ E\ PDLO DW WKH UHOHYDQW PHHWLQJ

a D PHUJHU RI RXU &RPSDQ\ LQWR D FRPSDQ\ LQFRUSRUDWHG RXWVLGH RI V

DSSURYDO RI RXU VKDUHKROGHUYV

Q-
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Q-

XQGHU JUHQFK ODZ D FDVK PHUJHU LV WUHDWHG DV D VKDUH SXUFKDVH L
SDUWLFLSDWLQJ VKDUHKROGHU

a4 RXU VKDUHKROGHUV KDYH JUDQWHG DQG PD\ JUDQW LQ WKH IXWXUH WR R
LQFUHDVH RXU VKDUH FDSLWDO RU WR LVVXH DGGLWLRQDO RUGLQDU\ VKI
RXU VKDUHKROGHUV WKH SXEOLF RU TXDOLILHG LQYHVWRUV LQFOXGLQJ
WHQGHU RIIHU IRU RXU VKDUHYV

RXU VKDUHKROGHUV KDYH SUHIHUHQWLDO VXEVFULSWLRQ ULJKWV SURSR!
LVVXDQFH E\ XV Rl DQ\ DGGLWLRQDO VKDUHV RU VHFXULWLHV JLYLQJ ULJI
FDVK RU D VHW RIlI Rl FDVK GHEWV ZKLFK ULJKWV PD\ RQO\ EH ZDLYHG E\
PHHWLQJ E\ D WZR WKLUGV PDMRULW\ YRWH RI RXU VKDUHKROGHUV RU F
4 RXU VXSHUYLVRU\ ERDUG KDV WKH ULJKW WR DSSRLQW QHZ PHPEHUV WR

GHDWK RI D PHPEHU VXEMHFW WR WKH DSSURYDO E\ WKH VKDUHKROGHUYV
PHHWLQJ ZKLFK SUHYHQWVY VKDUHKROGHUV IURP KDYLQJ WKH VROH ULJK!
WKH PHPEHUV RI RXU H[HFXWLYH ERDUG DUH DSSRLQWHG E\ RXU VXSHUYL
VXSHUYLVRU\ ERDUG RU E\ WKH VKDUHKROGHUVx JHQHUDO PHHWLQJ

a4 RXU VXSHUYLVRU\ ERDUG FDQ RQO\ EH FRQYHQHG E\ LWV FKDLUPDQ E\ LV
MRLQWO\ RU RQ D UHDVRQHG UHTXHVW H J ZKHQ QR ERDUG PHHWLQJ KI
PRQWKV E\ PHPEHUV UHSUHVHQWLQJ DW OHDVW RQH WKLUG RI WKH W
ERDUG RU D PHPEHU RI WKH H[HFXWLYH ERDUG

RXU VXSHUYLVRU\ ERDUGxV PHHWLQJV FDQ RQO\ EH UHJXODUO\ KHOG LI D
SK\VLFDOO\ RU E\ ZD\ Rl YLGHRFRQIHUHQFH RU WHOHFRQIHUHQFH HQDEO
WKHLU HIITHFWLYH SDUWLFLSDWLRQ LQ WKH VXSHUYLVRU\ ERDUGxXxV GHFLV
RXU RUGLQDU\ VKDUHV DUH QRPLQDWLYH RU EHDUHU LI WKH OHJLVODWLF
FKRLFH

XQGHU J)UHQFK ODZ D DQ\ QRQ JUHQFK FLWL]HQ E DQ\ )UHQFK FLWL]HQ
HQWLW\ RU G DQ\ )UHQFK HQWLW\ FRQWUROOHG E\ RQH Rl WKH DIRUHPH:
GHFODUDWLRQ IRU VWDWLVWLFDO SXUSRVHV ZLWK WKH %DQN RI JUDQFH

IROORZLQJ WKH GDWH RI FHUWDLQ GLUHFW IRUHLJQ LQYHVWPHQWYV LQ XV
VXFK ILOLQJV DUH UHTXLUHG LQ FRQQHFWLRQ ZLWK LQYHVWPHQWYV H[FHH
DW OHDVW RI RXU VKDUH FDSLWDO RU YRWLQJ ULJKWV RU FURVV VXFK
DQG $UWLFOHV RI $VVRFLDWLRQO.H\ 3URYLVLRQV RI 2XU %\ ODZV DQG )UH
JRUP +ROGLQJ DQG 7UDQVIHU Rl 6KDUHVO2ZQHUVKLS RI 6KDUHV DQG $'6V
XQGHU JUHQFK ODZ FHUWDLQ LQYHVWPHQWY LQ DQ\ HQWLW\ JRYHUQHG E
LOQGXVWULHV VXFK DV UHVHDUFK DQG GHYHORSPHQW LQ ELRWHFKQRORJL
DFWLYLWLHV E\ LQGLYLGXDOV RU HQWLWLHY QRW JUHQFK QRW UHVLGHQ\
UHVLGHQW LQ JUDQFH DUH VXEMHFW WR SULRU DXWKRUL]JDWLRQ RI WKH 0
DQG $UWLFOHV RI $VVRFLDWLRQO/LPLWDWLRQV $IIHFWLQJ 6KDUHKROGHU\
DSSURYDO RI DW OHDVW D PDMRULW\ Rl WKH YRWHV FDVW E\ VKDUHKROG
PDLO DW WKH UHOHYDQW RUGLQDU\ VKDUHKROGHUVx JHQHUDO PHHWLQJ I
ERDUG ZLWK RU ZLWKRXW FDXVH

DGYDQFH QRWLFH LV UHTXLUHG IRU QRPLQDWLRQV WR WKH PHPEHUV RI W
EH DFWHG XSRQ DW D VKDUHKROGHUVx PHHWLQJ H[FHSW WKDW D YRWH W
VXSHUYLVRU\ ERDUG FDQ EH SURSRVHG DW DQ\ VKDUHKROGHUVx PHHWLQ.
SXUVXDQW WR J)UHQFK ODZ RXU %\ ODZV LQFOXGLQJ WKH VHFWLRQV UHO
PHPEHUV DQG HOHFWLRQ DQG UHPRYDO RI D PHPEHU RI WKH VXSHUYLVRU
D UHVROXWLRQ DGRSWHG E\ D WZR WKLUGY PDMRULW\ YRWH RI RXU VKDU
E\ PDLO DW WKH PHHWLQJ

a LQ WKH HYHQW ZKHUH FHUWDLQ RZQHUVKLS WKUHVKROGYV ZRXOG EH FUR\V
WKH UHOHYDQW VKDUHKROGHU DQG FDQ LPSRVH FHUWDLQ REOLJDWLRQV
$VVRFLDWLRQO.H\ 3URYLVLRQV RI 2XU %\ ODZV DQG JUHQFK /DZ $IIHFWLQ.
&URVVLQJ RI 2ZQHUVKLS 7KUHVKROGVU DQG

WUDQVIHUV RI VKDUHV VKDOO FRPSO\ ZLWK DSSOLFDEOH LQVLGHU WUDGL
ODUNHW $EXVH 'LUHFWLYH DQG 5HJXODWLRQ GDWHG $SULO
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2XU EXVLQHVV PD\ EH H[SRVHG WR IRUHLJQ H[FKDQJH ULVNYV

‘H LQFXU VRPH RI RXU H[SHQVHV DQG PD\ LQ WKH IXWXUH GHULYH UHYHQXHV
DV ZH H[SDQG RXU RSHUDWLRQV DQG FRQWLQXH WR FRQGXFW FOLQLFDO WULDZ¢
H[SHQVHV LQ 8 6 GROODUV $V D UHVXOW ZH PD\ EH H[SRVHG WR IRUHLJQ FXU
DQG FDVK IORZV ZRXOG EH VXEMHFW WR IOXFWXDWLRQV LQ IRUHLJQ FXUUHQF\
KHGJLQJ WUDQVDFWLRQV WR SURWHFW DJDLQVW XQFHUWDLQW\ LQ IXWXUH H[F
WKH HXUR

7KHUHIRUH IRU H[DPSOH DQ LQFUHDVH LQ WKH YDOXH RI WKH HXUR DJDLQVW
UHYHQXH DQG HDUQLQJV JURZWK DV 8 6 GROODU UHYHQXH DQG HDUQLQJV LI I
'H FDQQRW SUHGLFW WKH LPSDFW RI IRUHLJQ FXUUHQF\ IOXFWXDWLRQV DQG I
DGYHUVHO\ DIIHFW RXU ILQDQFLDO FRQGLWLRQ UHVXOWV Rl RSHUDWLRQV DQG
1DVGDT *OREDO 6HOHFW ODUNHW ZKLOH RXU RUGLQDU\ VKDUHV WUDGH LQ HXU
ILQDQFLDO VWDWHPHQWY DUH SUHSDUHG LQ HXURV 7KHUHIRUH IOXFWXDWLRQ
GROODU ZLOO DOVR DIIHFW DPRQJ RWKHU PDWWHUV WKH YDOXH RI RXU RUGL
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2XU LQWHUQDWLRQDO RSHUDWLRQV LQYROYH DGGLWLRQDO ULVNV DQG RXU HJ
EXVLQHVV FRQWLQXHV WR H[SDQG

‘H RSHUDWH LQ D QXPEHU RI MXULVGLFWLRQV DQG LQWHQG WR FRQWLQXH WR |
RXU GHYHORSPHQW DQG SODQQHG FRPPHUFLDOL]DWLRQ HIIRUWV RQ WKH (8 DQ
,QWHUQDWLRQDO RSHUDWLRQV DUH VXEMHFW WR WKH OHJDO SROLWLFDO UHJ
WKH MXULVGLFWLRQV LQ ZKLFK WKH\ DUH FRQGXFWHG S5LVNV LQKHUHQW WR LC

FXUUHQF\ H[FKDQJH UHVWULFWLRQV RU FRVWYVY DQG H[FKDQJH UDWH IOXF\
HISRVXUH WR ORFDO HFRQRPLF RU SROLWLFDO LQVWDELOLW\ WKUHDWHQ
JHQHUDO

FRPSOLDQFH ZLWK YDULRXV ODZV DQG UHIJXODWRU\ UHTXLUHPHQWY UHOL
HFRQRPLF VDQFWLRQVY GDWD FRQWHQW GDWD SURWHFWLRQ DQG SULYDF
VDIHW\

GLIILFXOWLHYVY LQ DWWUDFWLQJ DQG UHWDLQLQJ TXDOLILHG HPSOR\HHV L
VWDIILQJ DQG RSHUDWLRQV GXH WR LQFUHDVHG FRPSOH[LW\ GLVWDQFH
GLIILFXOW\ LQ HQIRUFLQJ DJUHHPHQWY MXGJPHQWY DQG DUELWUDWLRQ
LQDELOLW\ WR REWDLQ PDLQWDLQ RU HQIRUFH RXU LQWHOOHFWXDO SUR

Q- Q- Qs Q-

Qs Q-

‘H EHOLHYH WKDW RXU RYHUDOO VXFFHVV DV D JOREDO EXVLQHVV GHSHQGV RC
HFRQRPLF VRFLDO DQG SROLWLFDO VLWXDWLRQV DQG FRQGLWLRQV :H PD\ QF
DQG VWUDWHJILHY LQ HDFK MXULVGLFWLRQ ZKHUH ZH PD\ FRQGXFW RSHUDWLRC

7KH 3XEOLF &RPSDQ\ $FFRXQWLQJ 2YHUVLJIJKW %RDUG RU 3&%2% LV FXUUHQWO
SUDFWLFHV RI DXGLWRUV RSHUDWLQJ LQ )UDQFH LQFOXGLQJ RXU DXGLWRU

2XU DXGLWRU (UQVW <RXQJ HW $XWUHV LV UHJLVWHUHG ZLWK WKH 3XEOLF &
8QLWHG 6WDWHV 7KH 3&%$2%xV FRRSHUDWLYH DUUDQJHPHQW ZLWK WKH )UHQFk
H[SLUDWLRQ RI WKLY FRRSHUDWLYH DUUDQJHPHQW SUHYHQWYVY LQVSHFWLRQV R
FRQFOXGHG 6XFK LQVSHFWLRQV DVVHVV D UHJLVWHUHG ILUPxV FRPSOLDQFH Z
FRQQHFWLRQ ZLWK WKH SHUIRUPDQFH RI DXGLWV RI ILQDQFLDO VWDWHPHQWV
UHDOL]JH WKH SRWHQWLDO EHQHILWV RI VXFK LQVSHFWLRQV XQWLO D QHZ FRR
QHJRWLDWLRQ LV HQWHUHG LQWR DQG LQVSHFWLRQV LQ JUDQFH UHVXPH 7KH
RI DXGLWRUV LQ )UDQFH DOVR PDNHV LW PRUH GLIILFXOW WR HYDOXDWH WKH
FRQWURO SURFHGXUHV DV FRPSDUHG WR DXGLWRUV RXWVLGH Rl JUDQFH WKDW

$vV D IRUHLJQ SULYDWH LVVXHU ZH DUH H[HPSW IURP D QXPEHU RI UXOHV XQGH
SHUPLWWHG WR ILOH OHVV LQIRUPDWLRQ ZLWK WKH 6(& WKDQ D 8 6 FRPSDQ\ °
KROGHUV RI $'6V DQG RUGLQDU\ VKDUHV

‘H DUH D IRUHLJQ SULYDWH LVVXHU DV GHILQHG LQ WKH 6(&xV UXOHV DQG UHJ
DOO RI WKH GLVFORVXUH UHTXLUHPHQWY DSSOLFDEOH WR SXEOLF FRPSDQLHYV
DUH H[HPSW IURP FHUWDLQ UXOHV XQGHU WKH ([FKDQJH $FW WKDW UHJXODWH
UHODWHG WR WKH VROLFLWDWLRQ RI SUR[LHV FRQVHQWY RU DXWKRUL]DWLRQ
$FW LQFOXGLQJ WKH 8 6 SUR[\ UXOHV XQGHU 6HFWLRQ RI WKH ([FKDQJH $FW
VXSHUYLVRU\ ERDUG PHPEHUV DUH H[HPSW IURP WKH UHSRUWLQJ DQG UVKRUW
WKH ([FKDQJH $FW DQG UHODWHG UXOHV ZLWK UHVSHFW WR WKHLU SXUFKDVHV
FXUUHQWO\ PDNH DQQXDO DQG VHPL DQQXDO ILOLQJV ZLWK UHVSHFW WR RXU
DQG H[SHFW WR ILOH ILQDQFLDO UHSRUWY RQ DQ DQQXDO EDVLV ZLWK WKH 6(&
WKH 6(& ZH ZLOO QRW EH UHTXLUHG WR ILOH SHULRGLF UHSRUWY DQG ILQDQFI
SURPSWO\ DV 8 6 SXEOLF FRPSDQLHV DQG ZLOO QRW EH UHTXLUHG WR ILOH TX
JRUP . XQGHU WKH ([FKDQJH $FW $FFRUGLQJO\ WKHUH ZLOO EH OHVV SXEOLF
WKDQ WKHUH ZRXOG EH LI ZH ZHUH QRW D IRUHLJQ SULYDWH LVVXHU

$v D IRUHLJQ SULYDWH LVVXHU ZH DUH SHUPLWWHG DQG ZH H[SHFW WR IROOR
WR FRUSRUDWH JRYHUQDQFH PDWWHUV WKDW GLIIHU VLIQLILFDQWO\ IURP 1DV (
SUDFWLFHV PD\ DITRUG OHVV SURWHFWLRQ WR VKDUHKROGHUV WKDQ WKH\ ZRX
FRUSRUDWH JRYHUQDQFH VWDQGDUGYV

$v D IRUHLJQ SULYDWH LVVXHU OLVWHG RQ WKH 1DVGDT *OREDO 6HOHFW ODUN
JRYHUQDQFH VWDQGDUGYV +RZHYHU 1DVGDT UXOHV SURYLGH WKDW IRUHLJQ S|
FRUSRUDWH JRYHUQDQFH SUDFWLFHV LQ OLHX RI 1DVGDTxV FRUSRUDWH JRYHU
WR 1DVGDT RI WKH LQWHQWLRQ WR WDNH DGYDQWDJH RI VXFK HI[HPSWLRQV &F
ZKLFK LV RXU KRPH FRXQWU\ PD\ GLIIHU VLIQLILFDQWO\ IURP 1DVGDT FRUSRUL
LQ WKLV $QQXDO 5HSRUW ZH FXUUHQWO\ LQWHQG WR FRPSO\ ZLWK WKH FRUSR
HIWHQW SRVVLEOH XQGHU )UHQFK ODZ +RZHYHU ZH PD\ FKRRVH WR FKDQJH VX
FRXQWU\ SUDFWLFHV LQ WKH IXWXUH

$V D UHVXOW RI WKH DFFRPPRGDWLRQV IRU IRUHLJQ SULYDWH LVVXHUV RXU V|
WKH\ RWKHUZLVH ZRXOG KDYH XQGHU 1DVGDTxV FRUSRUDWH JRYHUQDQFH VWD
RYHUYLHZ RI RXU FRUSRUDWH JRYHUQDQFH SUDFWLFHYVY VHH U,WHP & %RDUG
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‘H PD\ ORVH RXU IRUHLJQ SULYDWH LVVXHU VWDWXV LQ WKH IXWXUH ZKLFK FR
HI[SHQVH

:KLOH ZH FXUUHQWO\ TXDOLI\ DV D IRUHLJQ SULYDWH LVVXHU WKH GHWHUPLQL
RQ WKH ODVW EXVLQHVV GD\ RI bQ LVVXHUxV PRVW UHFHQWO\ FRPSOHWHG VHF
GHWHUPLQDWLRQ ZLOO EH PDGH ZLWK UHVSHFW WR XV RQ -XQH ,Q WKH |
VWDWXV LI ZH IDLO WR PHHW WKH UHTXLUHPHQWY QHFHVVDU\ WR PDLQWDLQ R>
GHWHUPLQDWLRQ GDWH )RU H[DPSOH LI PRUH WKDQ Rl RXU VHFXULWLHV DL
RXU H[HFXWLYH ERDUG PHPEHUV RU VXSHUYLVRU\ ERDUG PHPEHUY DUH UHVLGFH
ORVH RXU IRUHLJQ SULYDWH LVVXHU VWDWXV $V RI '"RXHREHNVWDQGLRS SRURGLP
DUH KHOG E\ 8 6 UHVLGHQWYV

7KH UHJXODWRU\ DQG FRPSOLDQFH FRVWV WR XV XQGHU 8 6 VHFXULWLHV ODZ\
PRUH WKDQ FRVWV ZH LQFXU DV D IRUHLJQ SULYDWH LVVXHU ,I ZH DUH QRW D
SHULRGLF UHSRUWY DQG UHJLVWUDWLRQ VWDWHPHQWY RQ 8 6 GRPHVWLF LVV}
H[WHQVLYH LQ FHUWDLQ UHVSHFWYV WKDQ WKH IRUPV DYDLODEOH WR D IRUHLJC
6(& UXOHV WR SUHSDUH RXU ILQDQFLDO VWDWHPHQWY LQ DFFRUGDQFH ZLWK 8
RXU SROLFLHV WR FRPSO\ ZLWK FRUSRUDWH JRYHUQDQFH SUDFWLFHV DVVRFLD
RXU ILQDQFLDO VWDWHPHQWY WR 8 6 *$$3 ZRXOG LQYROYH VLJQLILFDQW WLPH
XSRQ H[HPSWLRQV IURP FHUWDLQ FRUSRUDWH JRYHUQDQFH UHTXLUHPHQWYV RQ
SULYDWH LVVXHUV VXFK DV WKH RQHV GHVFULEHG XQGHU U,WHP 'LUHFWRUYV
3UDFWLFHV &RUSRUDWH *RYHUQDQFH 3UDFWLFHVU DQG H[HPSWLRQV IURP SUF
SUR[LHV

$OWKRR®RW IUHH IURP GRXEW ZH GR QRW EHOLHYH WKDW ZH ZHUH D USDVVLYH
IRU 8 6 IHGHUDO LQFRPH WD[ SXUSRVHV IRU WKH WD[DEOH \HDU HQGHG 'HFHPE
NQRZQ ZKHWKHU ZH ZLOO EH D 3),& IRU WKH WD[DEOH \HDU HQGLQJ '"HFHPEHU
,] ZH DUH GHWHUPLQHG WR EH D 3),& IRU DQ\ WD[DEOH \HDU WKHUH PD\ EH DG
FRQVHTXHQFHV WR 8 6 KROGHUV DV GHILQHG LQ WKH VHFWLRQ RI WKLV $QQXI
ODWHULDO 8 6 )HGHUDO ,QFRPH 7D[ &RQVLGHUDWLRQVU

$ QRQ 8 6 FRUSRUDWLRQ ZLOO EH FRQVLGHUHG D 3),& IRU DQ\ WD[DEOH \HDU L
VXFK \HDU LV SDVVLYH LQFRPH RU DW OHDVW RI WKH YDOXH RI LWV DVVH)
WKH DVVHWYV GXULQJ VXFK \HDU LV DWWULEXWDEOH WR DVVHWY WKDW SURGXI

3DVVLYH LQFRPH IRU WKLV SXUSRVH JHQHUDOO\ LQFOXGHV DPRQJ RWKHU WKL
FRPPRGLWLHYVY DQG VHFXULWLHY WUDQVDFWLRQV DQG JDLQV IURP DVVHWYV WKI
IRUHLJQ FRUSRUDWLRQ LV D 3),& D SUR UDWD SRUWLRQ RI WKH LQFRPH DQG D!
RULQGLUHFWO\ DW OHDVW D LQWHUHVW E\ YDOXH LV WDNHQ LQWR DFFRX
ZH ZHUH D 3),& IRU WKH WD[DEOH \HDU HQGHG 'HFHPEHU +RZHYHU LW L\
IRU WKH WD[DEOH \HDU HQGLQJ 'HFHPEHU RU LQ VXEVHTXHQW WD[DEOH \
IDFW VSHFLILF DQG D VHSDUDWH GHWHUPLQDWLRQ PXVW EH PDGH HDFK WDI[DE
FORVH RI HDFK VXFK WD[DEOH \HDU 2XU VWDWXV DV D 3),& GHSHQGV RQ WKH |
UHLPEXUVHPHQWY RI FHUWDLQ UHIXQGDEOH UHVHDUFK WD[ FUHGLWYV ZLOO FRQ
WHVW DQG WKH FRPSRVLWLRQ DQG YDOXH RI RXU DVVHWYV 7KH YDOXH RI RXU

WR WKH PDUNHW YDOXH RI WKH $'6V DQG RXU RUGLQDU\ VKDUHV ZKLFK PD\ IOX
DOVR GHSHQG LQ SDUW XSRQ KRZ TXLFNO\ ZH XWLOL]H WKH FDVK SURFHHGV 1U
RWKHU IXQG UDLVLQJ DFWLYLWLHYV LQ RXU EXVLQHVV

,1] ZH DUH D 3),& IRU DQ\ WD[DEOH \HDU GXULQJ ZKLFK D 8 6 KROGHU KROGV $'6
WD[ FRQVHTXHQFHYV LQFOXGLQJ WKH WUHDWPHQW RI DOO RU D SRUWLRQ RI
DSSOLFDWLRQ RI DQ LQWHUHVW FKDUJH ZLWK UHVSHFW WR VXFK JDLQ DQG FHL
UHSRUWLQJ UHTXLUHPHQWY (DFK 8 6 KROGHU LV VWURQJO\ XUJHG WR FRQVXO
DYDLODEOH HOHFWLRQV WR PLWLIJDWH VXFK WD[ FRQVHTXHQFHVY 6HH U,WHP

&RQVLGHUDWLRQV U

,QYHVWPHQWY LQ RXU VHFXULWLHYV PD\ EH VXEMHFW WR SULRU JRYHUQPHQWNDC
LOQYHVWPHQW FRQWURO UHJLPH

3XUVXDQW WR WKH SURYLVLRQV RI WKH JUHQFK ORQHWDU\ DQG )LQDQFLDO &RG
DQ\ QRQ JUHQFK FLWL]HQ DQ\ )UHQFK FLWL]HQ QRW UHVLGLQJ LQ J)UDQFH DQ\
E\ RQH Rl WKH DIRUHPHQWLRQHG SHUVRQV RU HQWLWLHY WKDW ZLOO UHVXOW
UHJLVWHUHG LQ J)UDQFH E DFTXLULQJ DOO RU SDUW RI D EXVLQHVV OLQH RI I
QRQ (($ LQYHVWRUV FURVVLQJ GLUHFWO\ RU LQGLUHFWO\ DORQH RU LQ FRQF#}
UHJLVWHUHG LQ J)UDQFH LQ HDFK FDVH FRQGXFWLQJ DFWLYLWLHV LQ FHUWDL
SURWHFWLQJ SXEOLF KHDOWK DV ZHOO DV ELRWHFKQRORJ\ UHODWHG UHVHDUF
ZH RSHUDWH LV VXEMHFW WR WKH SULRU DXWKRUL]JDWLRQ RI WKH )UHQFK 0LQ|
FRQGLWLRQHG RQ FHUWDLQ XQGHUWDNLQJV

,Q WKH FRQWH[W RI WKH RQJRLQJ &29,GOFYB@GHP LFGW\WH GH-FKWH H DV DPHC
WKH 'HFRGIFHU G W GDWHG 6HSWHPEHU KDV FUHDWHG XQWLO 'HFHPEHL
RI WKH YRWLQJ ULJKWV IRU WKH QRQ (XURSHDQ LQYHVWPHQWY LQ OLVWHG FRF
WKUHVKROG
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2Q 1RYHPEHU WKH J)UHQFK OLQLVWU\ RI (FRQRP\ LQIRUPHG XV WKDW RXU
GHVFULEHG IRUHLJQ LQYHVWPHQW FRQWURO UHJLPH 7KHUHIRUH DQ\ LQYHVWF
SDUW RI RXU EXVLQHVYV ZLWK WKH HIITHFW Rl FURVVLQJ WKH DSSOLFDEOH VKDU
DQG )LQDQFLDO &RGH ZLOO KDYH WR UHTXHVW WKLV SULRU JRYHUQPHQWDO DX
$'6V

‘H FDQQRW JXDUDQWHH WKDW VXFK LQYHVWRU ZLOO REWDLQ WKH QHFHVVDU\ L
EH JUDQWHG VXEMHFW WR FRQGLWLRQV WKDW GHWHU D SRWHQWLDO SXUFKDVt!
RXU VHFXULWLHYV FRXOG KDYH D QHJDWLYH LPSDFW RQ RXU DELOLW\ WR UDLVH
IDLOXUH WR FRPSO\ ZLWK VXFK PHDVXUHV FRXOG UHVXOW LQ VLJQLILFDQW FRC
WR EH GHHPHG QXOO DQG YRLG 6XFK PHDVXUHV FRXOG DOVR GHOD\ RU GLVEFR
ZKHWKHU WKHVH PHDVXUHY ZLOO UHVXOW LQ D ORZHU RU PRUH YRODWLOH PDL

JRU PRUH GHWDLOV RQ WKH )UHQFK IRUHLJQ LQYHVWPHQW FRQWURO UHJLPH VI
$VVRFLDWLRQ /LPLWDWLRQV $IIHFWLQJ 6KDUHKROGHUV RI D J)UHQFK &RPSDQ\
SHVLGHQWVU

*HQHUDO 5LVN )DFWRUYV

‘H PXVW PDLOQWDLQ HITHFWLYH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWL
DQG WLPHOLQHVV RI RXU ILQDQFLDO UHSRUWLQJ PD\ EH DGYHUVHO\ DIIHFWHG
LOQYHVWRU FRQILGHQFH DQG GHSUHVV WKH PDUNHW SULFH RI RXU VHFXULWLHYV

‘H PXVW PDLOQWDLQ HIIHFWLYH LQWHUQDO FROQWURO RYHU ILQDQFLDO UHSRUWL
RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ ,Q DGGLWLRQ DV D SXEOLF FRPSDQ
UHTXLUHVY DPRQJ RWKHU WKLQJV WKDW ZH DVVHVV WKH HIIHFWLYHQHVV RI RX
RI HDFK ILVFDO \HDU :H DUH ILUVW UHTXLUHG WR LVVXH PDQDJHPHQWxV DQQX
SXUVXDQW WR 6HFWLRQ Rl WKH 6DUEDQHYV 2[OH\ $FW LQ FRQQHFWLRQ ZLWK
VWDWHPHQWY DV RI DQG IRU WKH \HDU HQGLQJ '"HFHPEHU DQG WKH ILOLC
ZKLFK ZLOO EH UHTXLUHG RQ RU EHIRUH $SULO

7KH UXOHV JRYHUQLQJ WKH VWDQGDUGY WKDW PXVW EH PHW IRU RXU PDQDJHP
UHSRUWLQJ SXUVXDQW WR 6HFWLRQ RI WKH 6DUEDQHYV 2[OH\ $FW DUH FRPSC
DQG SRVVLEOH UHPHGLDWLRQ 7KHVH VWULQJHQW VWDQGDUGY UHTXLUH WKDW
RQ PDQDJHPHQWxV UHYLHZ RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWL
DQG WHVWLQJ WKH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ UHTXLUH
FRQVXPLQJ FRVWO\ DQG FRPSOLFDWHG ,Q DGGLWLRQ RXU LQGHSHQGHQW UH
DWWHVW WR WKH HITHFWLYHQHVV Rl RXU LQWHUQDO FRQWUROV RYHU ILQDQFLI
GDWH RQ ZKLFK ZH DUH QR ORQJHU DQ HPHUJLQJ JURZWK FRPSDQ\ ZKLFK PD\ E
WKH FRPSOHWLRQ RI RXU 8 6 2IIHULQJ 2XU PDQDJHPHQW PD\ QRW EH DEOH WR
SURFHGXUHV WKDW DGHTXDWHO\ UHVSRQG WR WKH LQFUHDVHG UHJXODWRU\ FF
DSSOLFDEOH WR XV DV D SXEOLF FRPSDQ\ OLVWHG LQ WKH 8QLWHG 6WDWHV I
DGHTXDWHO\ RU PDLQWDLQ LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ
XV DV D SXEOLF FRPSDQ\ OLVWHG LQ WKH 8QLWHG 6WDWHV RXU EXVLQHVV DQC
RUGLQDU\ VKDUHV DQG $'6V PD\ GHFOLQH )XUWKHUPRUH LQYHVWRU SHUFHSWI
FDXVH D GHFOLQH LQ WKH PDUNHW SULFH RI RXU VHFXULWLHV

2XU LQWHUQDO FRPSXWHU VA\VWHPV RU WKRVH RI RXU WKLUG SDUW\ VXEFRQWL
VHFXULW\ EUHDFKHV ZKLFK FRXOG UHVXOW LQ D PDWHULDO GLVUXSWLRQ RI R

'"HVSLWH WKH LPSOHPHQWDWLRQ RI VHFEXULW\ PHDVXUHV RXU LQWHUQDO FRPS
UHO\ DUH YXOQHUDEOH WR GDPDJH IURP FRPSXWHU YLUXVHVY PDOZDUH XQDX\
WHOHFRPPXQLFDWLRQ DQG HOHFWULFDO IDLOXUHV F\EHU DWWDFNV RU F\EHU
SHUVRQV LQVLGH RXU RUJDQL]DWLRQ RU SHUVRQV ZLWK DFFHVV WR VA\VWHPYV |
RFFXU DQG FDXVH LQWHUUXSWLRQV LQ RXU VIVWHPYVY LW FRXOG UHVXOW LQ D |
ORVV RI FOLQLFDO WULDO GDWD IRU RXU SURGXFW FDQGLGDWHY FRXOG UHVXO
FRPPHUFLDOL]DWLRQ HIIRUWY DQG VLIJQLILFDQWO\ LQFUHDVH RXU FRVWV WR U
UHGXQGDQF\ PD\ EH LQHIIHFWLYH RU LQDGHTXDWH DQG RXU GLVDVWHU UHFRY
HYHQWXDOLWLHY 7R WKH H[WHQW WKDW DQ\ GLVUXSWLRQ RU VHFXULW\ EUHDF
DSSOLFDWLRQV RU RWKHU GDWD RU DSSOLFDWLRQV UHODWLQJ WR RXU WHFKQ!|
FRQILGHQWLDO RU SURSULHWDU\ LQIRUPDWLRQ ZH FRXOG LQFXU OLDELOLWLH'
RI RXU SURGXFW FDQGLGDWHY FRXOG EH GHOD\HG ,Q DGGLWLRQ ZH PD\ QRW |
IRU DQ\ ORVVHV DVVRFLDWHG ZLWK VXFK HYHQWYV

8VH Rl VRFLDO PHGLD E\ WKLUG SDUWLHYVY PD\ PDWHULDOO\ DQG DGYHUVHO\ LP¢

7KHUH KDV EHHQ D PDUNHG LQFUHDVH LQ WKH XVH Rl VRFLDO PHGLD SODWIRUF
VRFLDO PHGLD ZHEVLWHVY DQG RWKHU IRUPV Rl ,QWHUQHW EDVHG FRPPXQLFDW
DXGLHQFH RI LQWHUHVWHG SHUVRQV 7KH PHGLFDO FRPPXQLW\ DQG FDUH SUH\
LQIRUPDWLRQ FRQFHUQLQJ RXU SURGXFWV RU SURGXFW FDQGLGDWHY DQG PD\
LOQYHVWLIJDWLRQ DXWKHQWLFDWLRQ DQG ZLWKRXW UHJDUG WR LWV DFFXUDF\
WKH FRQWHQW WKHLU VXEVFULEHUYV DQG SDUWLFLSDQWY SRVW RIWHQ ZLWKR >

7KH RSSRUWXQLW\ IRU GLVVHPLQDWLRQ RI LQIRUPDWLRQ LQFOXGLQJ LQDFEXU
FRQFHUQLQJ RU DIIHFWLQJ XV LQFOXGLQJ LQIRUPDWLRQ UHJDUGLQJ RXU SURGC
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QDQRWHFKQRORJ\ PD\ EH SRVWHG E\ WKLUG SDUWLHYVY RQ VXFK SODWIRUPV DQ
LOQDFFXUDWH DQG DGYHUVH WR XV DQG LW PD\ KDUP RXU EXVLQHVV RU UHSXW
DIIRUGLQJ XV DQ RSSRUWXQLW\ IRU UHGUHVV RU FRUUHFWLRQ )XUWKHU VXFK
GHIHQVLYH PHGLD FDPSDLJQ ZKLFK PD\ GLYHUW RXU PDQDJHPHQWXV DWWHQW|
SODWIRUPY DOVR FRXOG EH XVHG IRU WKH GLVVHPLQDWLRQ RI WUDGH VHFUHW
DVVHWY DQ\ Rl ZKLFK FRXOG KDUP RXU EXVLQHVV

H PD\ DFTXLUH EXVLQHVVHV RU SURGXFWV RU IRUP VWUDWHJILF DOOLDQFHV L
EHQHILWYV RI VXFK DFTXLVLWLRQV

:H PD\ GHFLGH WR DFTXLUH FRPSDQLHVY RU WHFKQRORJLHV IDFLOLWDWLQJ DFFt
VROXWLRQV QHZ UHVHDUFK SURMHFWYVY RU QHZ JHRJUDSKLFDO DUHDV RU HQD
RSHUDWLRQV ,I VXFK DFTXLVLWLRQV ZHUH WR EHFRPH QHFHVVDU\ RU DWWUDF
DSSURSULDWH WDUJHWY RU PDNH DFTXLVLWLRQV XQGHU VDWLVIDFWRU\ FRQGL
DGGLWLRQ ZH PD\ EH XQDEOH WR REWDLQ WKH ILQDQFLQJ IRU WKHVH DFTXLVL
ILQDQFH WKHVH DFTXLVLWLRQV XVLQJ RXU H[LVWLQJ FDVK UHVRXUFHV WKDW F
HILVWLQJ EXVLQHVYV DFWLYLWLHV I ZH DFTXLUH EXVLQHVVHV ZLWK SURPLVLQ.
UHDOL]H WKH EHQHILW RI DFTXLULQJ VXFK EXVLQHVVHV LI ZH DUH XQDEOH WR
RSHUDWLRQV DQG FRPSDQ\ FXOWXUH :H PD\ HOQFRXQWHU QXPHURXYV GLIILFXOW
DQ\ QHZ SURGXFWYV UHVXOWLQJ IURP D VWUDWHJILF DOOLDQFH RU DFTXLVLWLR(
EHQHILWY RU HQKDQFLQJ RXU EXVLQHVV ‘H FDQQRW DVVXUH KROGHUV RI RXU
DFTXLVLWLRQ ZH ZLOO DFKLHYH WKH H[SHFWHG VI\QHUJLHV WR MXVWLI\ WKH W
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,7(0 ,1)250$7,21 21 7+( &203$1<
$ +LVWRU\ DQG 'HYHORSPHQW RI WKH &RPSDQ\

2XU OHJDO DQG FRPPHUFLDO QDPH LV 1DQRELRWRF 6OV © HD RER@HRIHQFRU S R @ B VRH C

WKH JUHQFK 5HSXEOLF RQ O0DUFK IRU D SHULRG RI S5HBDWWUHHGXUH UHJLV\

&RPPHUFH HW GHXQERFU OWKSVQXPEHU 2XU SULQFLSDO H[HFXWLYH RIILF

‘:DWWLJQLHV 3DULV )UDQFH DQG RXU WHOHSKRQH QXPEHU LV

LQ WKH 8QLWHG 6WDWHV LV RXU 8 6 VXEVLGLDU\ 1DQRELRWL[ &RUSRUDWLRQ

ODVVDFKXVHWWYV 2XU RUGLQDU\ VKDUHV EHJDQ WUDGLQJ RQ WKH UHJXODYV
2XU $'6V EHJDQ WUDGLQJ RQ WKH 1DVGDT *OREDO 6HOHFW ODUNHW RQ 'HFF

‘H ZHUH IRXQGHG DV D VSLQ RII IURP WKH 6WDWH 8QLYHUVLW\ RI 1HZ <RUN %X
RI HISHULHQFH GHYHORSLQJ RXU WHFKQRORJ\ DQG EHOLHYH WKDW ZH DUH D SI
‘H KDYH EXLOW DQ LQWHJUDWHG PXOWLGLVFLSOLQDU\ WHDP WKDW FRPELQHYV
FRUSRUDWH KHDGTXDUWHUY DQG PDQXIDFWXULQJ IDFLOLWLHY DUH ORFDWHG L
&LW\ 1HZ <RUN DQG &DPEULGJH ODVVDFKXVHWWYV

2XU FDSLWDO H[SHQGLWXUHY DQG DGGLWLRQV WR LQWDQJLEOH DVVHWYV IRU W
WRIHWKHU DPRX®WHGL VR PLOOLRQ DQG PLOOLRQ UHVSHFWLYHO\ 7KH
FRQVLVWHG RI WKH PDQXIDFWXULQJ OLQH LPSI®HRSQRMND WKR G DRIGVBIOLH HWH R [GBLC
LQFUHDVH LQ DEVROXWH WHUPV LQ WKH QHDU WHUP DV ZH FRQWLQXH WR DGYLCL
JURZ RXU RSHUDWLRQV ‘H DQWLFLSDWH RXU FDSLWDO H[SHQGLWXUH LQ W F
HTXLYDOHQWY RQ KDQG 3ULPDULO\ WKHVH FDSLWDO H[SHQGLWXUHV ZLOO EH
GHYHORSPHQW IDFLOLWLHY DUH FXUUHQWO\ ORFDWHG

7KH 6(& PDLQWDLQVY DQ ,QWHUQHW VLWH WKDW FRQWDLQV UHSRUWYV SURJ[\ DQC
UHJDUGLQJ LVVXHUV WKDW ILOH HKOH¥SVU R RI REHIFOIRYRWHD WEW DL RVWDWESHEVLWH D
27272 QDQRELRWLFKRRIHIHUHQFH WR RXU ZHEVLWH LV DQ LQDFWLYH WH[WXDO Ul
FRQWDLQHG LQ RU WKDW FDQ EH DFFHVVHG WKURXJK RXU ZHEVLWH RU DQ\ RV
SDUW RI WKLV $QQXDO 5HSRUW

% %XVLQHVV 2YHUYLHZ

‘H DUH D FOLQLFDO VWDJH ELRWHFKQRORJ\ FRPSDQ\ IRFXVHG RQ GHYHORSLQJ
SURSULHWDU\ QDQRWHFKQRORJ\ WR WUDQVIRUP FDQFHU WUHDWPHQW E\ LQF
SURGXFW FDQGLGDWH 1%7;5 LV DQ DTXHRXV VXVSHQVLRQ RI IXQFWLRQDOL]
GHVLIJQHG IRU LQMHFWLRQ GLUHFWO\ LQWR D PDOLJQDQW WXPRU SULRU WR
UDGLDWLRQ 1%7;5 DPSOLILHV WKH ORFDOL]HG LQWUDWXPRU NLOOLQJ HIIHF\
LPPXQH UHVSRQVH WR ILIJKW WKH FDQFHU 1%7;5 LV GHVLIJQHG WR HQKDQFH \
UHVXOWLQJ LQ DGGLWLRQDO VLGH HIITHFWV RQ WKH VXUURXQGLQJ KHDOWK\ WL

$vV Rl '"HFHPEHU ZH KDYH DGPLQLVWHUHG 1%7;5 WR PRUH WKDQ S
FROODERUDWRU WKH 8QLYHUVLW\ RI 7H[DV 0' $QGHUVRQ &DQFHU &HQWHU U0’
FOLQLFDO WULDOV ZRUOGZLGH WR HYDOXDWH 1%7;5 DV D SRWHQWLDO WUHDYV
FROODERUDWRUYV KDYH FROOHFWHG GDWD IURP YDULRXV RWKHU FRPSOHWHG W
LOQOWR D FROODERUDWLRQ ZLWK 0' $QGHUVRQ SXUVXDQW WR ZKLFK ZH LQWHQG
VHYHUDO FDQFHU W\SHV LQ WKH 8QLWHG 6WDWHYV ZLWK D WRWDO RI DSSURJ[L
WKHVH FOLQLFDO WULDOV 7KH ILUVW WZR FOLQLFDO WULDOV XQGHU WKLV F
DGYDQFHG RU ERUGHUOLQH UHVHFWDEOH SDQFUHDWLF FDQFHU DQG D 3KDV
HVRSKDJHDO FDQFHU KDYH ERWK FRPPHQFHG HQUROOPHQW ZLWK WKH ILUVW
FDQFHU DQG LQ -DQXDU\ IRU HVRSKDJHDO FDQFHU

‘H DFKLHYHG D PDMRU SURRI RI FRQFHSW PLOHVWRQH IRU 1%7;5 ZLWK WKH F
3KDVH ,, ,,, FOLQLFDO WULDO LQ WKH (XURSHDQ 8QLRQ WKH U(80 IRU WKH V
WLVVXH VDUFRPD U6760 RI WKH H[WUHPLWLHY DQG WUXQN ZDOO 7KLV WULL
FRPSOHWHG WKH UHIJXODWRU\ SURFHVV IRU WKH &( PDUN RI 1%7;5 WKHUHE\ D
WKH (8 FRXQWULHV IRU WKH WUHDWPHQW RI ORFDOO\ DGYDQFHG 676 XQGHU

‘H DUH FXUUHQWO\ SULRULWL]LQJ WKH GHYHORSPHQW Rl 1%7;5 LQ WKH 8QL\
SDWLHQWY ZLWK ORFDOO\ DGYDQFHG KHDG DQG QHFN FDQFHUV LQHOLJLEOH
VLIQLILFDQW RSSRUWXQLW\ IRU 1%7;5 EHFDXVH RI WKH KLIJK LQFLGHQFH RI WK
QHHG IRU VXFK SDWLHQWY ORUH WKDQ KDOI RI ORFDOO\ DGYDQFHG KHDG DQ
ZKLFK PD\ LQYDGH XQGHUO\LQJ VWUXFWXUHYV VSUHDG WR UHJLRQDO QRGHV RI
ZLWK ORFDOO\ DGYDQFHG KHDG DQG QHFN FDQFHU ZKR DUH XQDEOH WR UHFHL

PRQWKV IURP WKH VWDUW RI UDGLRWKHUDS\ )XUWKHU EHFDXVH WUHDWPH (
FDQFHU RUGLQDULO\ UHTXLUHV DJJUHVVLYH FRQFHUWHG PHDVXUHV WKH VXE
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IURP OLPLWHG WKHUDSHXWLF RSWLRQV $FFRUGLQJO\ ZH EHOLHYH 1%7;5 FRX(
SRSXODWLRQ ZLWK WKH SRWHQWLDO WR H[WHQG VXUYLYDO DQG LPSURYH TXD
ORFDOO\ DGYDQFHG KHDG DQG QHFN FDQFHUV LQHOLJLEOH IRU FKHPRWKHUD
UBWXG\ (VFDODWLRQU DQG 3KDVH , H[SDQVLRQ UBWXG\ ([SDQVLRQU
WROHUDWHG DQG SUHOLPLQDU\ GDWD IURP WKH BWXG\ ([SDQVLRQ KDV VE
UHVSRQVH UDWH LQ HYDOXDEOH SDWLHQWYV

5DGLRWKHUDS\ DOVR FDOOHG UDGLDWLRQ WKHUDS\ LQYROYHV WKH XVH RI ;
FDQFHU FHOOV LQ WXPRUV ,W LV DPRQJ WKH PRVW FRPPRQ FDQFHU WUHDW
FRPELQDWLRQ ZLWK VXUJHU\ FKHPRWKHUDS\ RU ELRORJLFDO WKHUDSLHV ,Q (
DSSUR[LPDWHO\ R1 DOQ L BHB HHD''M LH@Q@GLWWVRWKHUDS\ DW OHDVW RQFH HLWE
FRPSOH[ WUHDWPHQW SURWRFRO 1HYHUWKHOHVV PDQ\ RI WKHVH SDWLHQW)\
EHFDXVH DPRQJ RWKHU UHDVRQV WKH\ DUH QRW DEOH WR UHFHLYH D KLJK HGQ
WXPRU ZLWKRXW UHVXOWLQJ LQ DQ XQDFFHSWDEOH OHYHO RI GDPDJH WR V.
PLWLIDWLQJ WKHVH OLPLWDWLRQV 1%7;5 PD\ LPSURYH WKH VXUYLYDO UDWH I

2XU SLRQHHULQJ DSSURDFK XVHV QDQRSK\VLFV WR EULQJ D SK\VLFDO PRGH
WUDGLWLRQDO FKHPRWKHUDSLHY RU ELRORJLFV 1%7;5 KDV D EURDGO\ DSSOL!
WR EH XVHG LQ WKH WUHDWPHQW RI DOO VROLG WXPRU W\SHV LQ FRQMXQFWL
HOHFWURQ GHQVLW\ ZKLFK DOORZV D WXPRU WKDW FRQWDLQV 1%7;5 WR DE
DEVRUEHG E\ WKH FDQFHU FHOOV DORQH 7KLV FRQWUROOHG FRQFHQWUDWLR
GHVWUXFWLRQ :KHQ H[SRVXUH WR UDGLDWLRQ FHDVHV WKH QDQRSDUWLFOHYV
1%7;5 xV PRGH RI DFWLRQ FRXOG LPSURYH RXWFRPHV IRU SDWLHQW SRSXOD!'
WUHDWHG ZLWK UDGLRWKHUDS\ 7KHVH SDWLHQW SRSXODWLRQV UHSUHVHQV
ORUHRYHU ZH EHOLHYH 1%7;5 FRXOG EULQJ QHZ RSSRUWXQLWLHV WR SDWL
WUHDWHG ZLWK UDGLRWKHUDS\ EHFDXVH Rl WKH UDGLRVHQVLWLYLW\ RU RWK
WKUHH PRVW DGYDQFHG LQGLFDWLRQV IRU ZKLFK ZH KDYH DQQRXQFHG SRVLWL
IRU ZKLFK ZH FDQ DOUHDG\ OHJDOO\ FRPPHUFLDOL]H 1%7;5 LQ WKH (8 ORFD
ZKLFK WKH )'$ KDV JUDQWHG )DVW 7UDFN GHVLJQDWLRQ IRU WKH WUHDWPHQW
FKHPRWKHUDSLHVY D SDWLHQW SRSXODWLRQ EHLQJ HQUROOHG LQ D JOREDO 3K

‘H LQLWLDOO\ HYDOXDWHG DQG HVWDEOLVKHG RXU SURRI Rl FRQFHSW ZLWK 1
DGYDQFHG 676 2XU 3KDVH ,, ,,, FOLQLFDO WULDO DFKLHYHG LWV SULPDU\ HQG!
SDWLHQWYVY ZKR UHFHLYHG 1%7;5 SOXV UDGLRWKHUDS\ DFKLHYHG D SDWKRORL.
OHVV WKDQ UHVLGXDO YLDEOH FDQFHU FHOOV LQ WKH WXPRU FRPSDUHG WI
UHVXOW ZDV VWDWLVWLFDOO\ VLIQLILFDQW DQG VHUYHG DV WKH EDVLV WR RI
WKH (8 ,Q $SULO ZH FRPSOHWHG WKH UHJXODWRU\ SURFHVV IRU WKH &
SURGXFW WR EH FRPPHUFLDOL]HG LQ WKH (8 FRXQWULHV IRU WKH WUHDWPH
FKHVW ZDOO :H DUH FXUUHQWO\ SUHSDULQJ WR FRQGXFW D SRVW UHJLVWUDW
WKH VDIHW\ DQG HIILFDF\ Rl 1%7:;5 QRZ DSSURYHG IRU FRPPHUFLDO VDOH IRU
WKH (8 XQGHU WKH EUDQG QDPH +HQVLI\n DQG SURYLGH SDWLHQWV ZLWK DFFI
UHVXOWV IURP 6WXG\ DQG 1$125%$< ZH LQWHQG WR XQGHUWDNH D VWUD\
EHOLHYH ZH DUH EHVW SRVLWLRQHG WR SXUVXH FRPPHUFLDOL]DWLRQ LQFOXC
+HQVLI\n

2XU FXUUHQW VWUDWHJILF SULRULW\ LV WKH GHYHORSPHQW RI 1%7;5 LQ WKH
SDWLHQWYV ZLWK ORFDOO\ DGYDQFHG KHDG DQG QHFN FDQFHUV ,Q ZH FRQ
3KDVH , FOLQLFDO WULDO LQ HOGHUO\ SDWLHQWV ZLWK ORFDOO\ DGYDQFH:«
FKHPRWKHUDS\ RU LQWROHUDQW WR FHWX[LPDE D SDWLHQW SRSXODWLRQ WK
LQLWLDO SKDVH RI WKH WULDO QLQH RXW RI WKH HYDOXDEOH SDWLHQWYV Z
FRPSOHWH UHVSRQVH DFFRUGLQJ WR WKH UHVSRQVH HYDOXDWLRQ FULWHULD
UXOHV WKDW GHILQH ZKHWKHU WXPRUV LQ FDQFHU SDWLHQWYV KDYH LPSURYHC
21 WKH VHYHQ SDWLHQWYV ZKR UHFHLYHG UDGLDWLRQ SOXV WKH WZR KLJKHVW
PRQWK FXW RIl GDWH ILYH RI VHYHQ SDWLHQWY ZHUH VWLOO DOLYH DW PR
1%7;5 LQ WKLV WULDO DOVR KDYH QRW H[SHULHQFHG DQ\ VHULRXV DGYHUVH
WKHVH HQFRXUDJLQJ UHVXOWYV ZH FRPPHQFHG 6WXG\ (ISDQVLRQ WR REWDL
$XIXVW WKHUH ZHUH HYDOXDEOH SDWLHQWYV LQ WKH 6WXG\ ([SDQVL

,Q DGGLWLRQ ZH KDYH GHVLJQHG D JOREDO 3KDVH ,,, FOLQLFDO WULDO IRU H
SODWLQXP EDVHG FLVSODWLQ FKHPRWKHUDS\ U1$125$%$< U ,Q JHEUXDU\

IURP WKH )'$ IRU 1%7;5 IRU WKH WUHDWPHQW RI ORFDOO\ DGYDQFHG KHDG DQ
SURFHVV GHVLJQHG WR IDFLOLWDWH GHYHORSPHQW DQG DFFHOHUDWH WKH UF
WKH SRWHQWLDO WR DGGUHVV XQPHW PHGLFDO QHHGV :H DUH LQ WKH SUR
UHVSRQVH WR )'$ IHHGEDFN DQG LQWHQG WR LQLWLDWH 1$1258%< LQ WKH 8QL
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‘H DUH DOVR FXUUHQWO\ HYDOXDWLQJ LQGHSHQGHQWO\ DQG WKURXJK RXU
WKHUDS\ IRU WKH WUHDWPHQW RI SDWLHQWYV DFURVV VIHY HMUKHO SFOW K U DFSIKQ W
Ul%7;5 '"HYHORSPHQW 3LSHOLQHU EHORZ

$ORQJVLGH RXU FRUH 1%7;5 GHYHORSPHQW SURJUDP ZH DUH DOVR SXUVXLQ.
WKH XVH RI UDGLRWKHUDS\ DFWLYDWHG 1%7;5 LQ FRPELQDWLRQ ZLWK LPPXQ
WXPRU LQGLFDWLRQV ,Q UHFHQW \HDUV VLJQLILFDQW DWWHQWLRQ KDV EHHQ
WUHDWPHQWY DQG LQ SDUWLFXODU FKHFNSRLQW LQKLELWRUV &KHFNSRLQW
EORFN SURWHLQV WKDW VWRS WKH LPPXQH V\VWHP I[URP DWWDFNLQJ FDQFHU F
WR UHFRJQL]H FDQFHU FHOOV WKDW ZRXOG RWKHUZLVH EH LQYLVLEOH WR LPF
QR UHVSRQVH WR FKHFNSRLQW LQKLELWLRQ WKHVH WXPRUV DUH UHIHUUHG W
UHVXOWV VXJIJHVW WKDW 1%7;5 SOXV UDGLRWKHUDS\ PD\ SULPH WKH LPPXQH
WXPRUV PRUH SURQH WR UHFRJQLWLRQ E\ WKH SDWLHQWxV LPPXQH V\VWHP
SRWHQWLDOO\ PRUH UHVSRQVLYH WR , 2 WUHDWPHQWY VXFK DV FKHFNSRLQW L

$V SDUW RI RXU FKHFNSRLQW LQKLELWRU FRPELQDWLRQ GHYHORSPHQW SURJL
1%7;5 LQ FRPELQDWLRQ ZLWK WKH DQWL 3' FKHFNSRLQW LQKLELWRUV QLYRO
SDWLHQWYVY ZLWK ORFRUHJLRQDO UHFXUUHQW U/550 RU UHFXUUHQW DQG PF
FDUFLQRPD U+16&&0 RU ZLWK OXQJ RU OLYHU PHWDVWDVHV IURP DQ\ SULPDU
UBWXG\ 0 :H SUHVHQWHG WKH ILUVW FOLQLFDO UHVXOWV IURP 6WXG\ !
6,7& WK $QQXDO OHHWLQJ LQ 1RYHPEHU ‘H EHOLHYH WKDW WKHVH ILUV
SRWHQWLDO WR LQFUHDVH WKH SURSRUWLRQ RI SDWLHQWV WKDW UHVSRQG W
HYHQWYV ZHUH UHSRUWHG DV EHLQJ SRVVLEO\ UHODWHG WR 1%7:5 DQG ZHUH F
&OLQLFDO 3URJUDPVO+16&& /XQJ OHWDVWDVLV RU /LYHU OHWDVWDVLVO IRU
FROODERUDWLRQ ZLWK 0' $QGHUVRQ ZH SODQ WR HYDOXDWH 1%7;5 LQ FRPELC
3 DQWL 3'/ DQG DQWL &7/$ LQ SDWLHQWVY DFURVV VHYHUDO LQGLFDWLR
KHDG DQG QHFN FDQFHU 50 +16&& DGYDQFHG VROLG WXPRUV DQG PHWDVWD\

1%7;5 '"HYHORSPHQW 3LSHOLQH

$V D UHVXOW RI QHDUO\ WZR GHFDGHV Rl H[SHULHQFH GHYHORSLQJ RXU WHF
$QGHUVRQ ZH KDYH D UREXVW GHYHORSPHQW SLSHOLQH 7KH FKDURWXEHORZ K
RQJRLQJ FOLQLFDO WULDOV DQG FOLQLFDO WULDOV FXUUHQWO\ EHLQJ FRQC
FXUUHQ®IOAFKVLRQV ZLWK 0' $QGHUVRQ WR GHWHUPLQH WKH LQGLFDWLRQV
UHJDUGLQJ RXU PRVW DGYDQFHG FOLQLFDO WULDOV LV SURYLGHG XQGHU WKH

1$1258$< D JOREDO 3KDVH ,,, FOLQLFDO WULDO IRU HOGHUO\ SDWLHQWV ZLV
DUH LQHOLJLEOH IRU SODWLQXP EDVHG FLVSODWLQ FKHPRWKHUDS\ ZLOO
1$125%< ZLOO FRPPHQFH DV D 3KDVH ,,, WULDO ZH KDYH UHSUHVHQWHG LW
HYDOXDWLRQ RI 1$125%$< WKH )'$ KDV DFFHSWHG WKH DYDLODEOH GDWD IU
BWXG\ (VFDODWLRQ 1%7;5 IRU WKH WUHDWPHQW RI ORFDOO\ DGYDQFHG KI
GHVLJQDWLRQ IURP WKH )'$ LQ )HEUXDU\ DQG LQWHQG WR LQLWLDWH 1$125¢
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,Q DGGLWLRQ WKUHH 1%7;5 FOLQLFDO WULDOV FRQGXFWHG E\ RXU IR
UBKDUPD(QJLQHU DUH FXUUHQWO\ EHLQJ FRQGXFWHG LQ $VLD DQG DUH LQ \
6HH U,WHP % %XVLQHVV 2YHUYLHZ &ROODERUDWLRQV DQG 5HVHDUFK $JUHHF

7KH ILUVW FOLQLFDO WULDO XQGHU RXU FROODERUDWLRQ ZLWK 0' $QGHUVR(
UHVHFWDEOH SDQFUHDWLF FDQFHU GRVHG LWV ILUVW SDWLHQW LQ 6HSWHPEH
HVRSKDJHDO FDQFHU GRVHG LWV ILUVW SDWLHQW LQ -DQXDU\ 7KH )'$ KDV
FOLQLFDO WULDOV XQGHU WKLV FROODERUDWLRQ IRU QRQ VPDOO FHOO OXQJ
SURJUDP DQG LQRSHUDEOH /55 +16&& , 2 SURJUDP UHVSHFWLYHO\ PD\ SURF
DGYDQFHG VROLG WXPRUV ZLWK OXQJ RU OLYHU PHWDVWDVLV LV LQ WKH HDU
FR GHYHORSPHQW ZLWK 0' $QGHUVRQ RI DGGLWLRQDO FOLQLFDO WULDOV LV R(
SDWLHQWYV

:KLOH ZH H[SHFW HDFK Rl WKH RWKHU FOLQLFDO WULDOV LGHQWLILHG LQ WKH
$QGHUVRQ WR FRPPHQFH LQ WKH QH[W PRQWKVY WKH DQWLFLSDWHG FOLQLFLC
SRWHQWLDO LPSDFW RI &29,' RQ RXU EXVLQHVV DQG PD\ EH GHOD\HG DV D
PRUH LQIRUPDWLRQ DERXW WKH ZD\V LQ ZKLFK ZH PD\ EH LPSDFWHG E\ &29,"

2XU 6WUDWHJ\

2XU JRDO LV WR EHFRPH D OHDGHU LQ WKH ELRWHFKQRORJ\ LQGXVWU\ ZLWK D
V\VWHPDWLF FRPELQDWLRQ RI 1%7;5 DQG UDGLRWKHUDS\ HLWKHU DORQH RU L
FKHPRWKHUDSLHV LQ WKH WUHDWPHQW RI VROLG WXPRUV 7KH NH\ HOHPHQWYV
IROORZLQJ

a &RPSOHWH WKH GHYHORSPHQW RI DQG VDWLVI\ DSSOLFDEOH (8 DQG 8
1%7;5 IRU WKH WUHDWPHQW RI ORFDOO\ DG Y DRIFHEG KRIQ G @RX QBIFINQ B DLQ
IURP BWXG\ (VFDODWLRQ ZH KDYH FRPPHQFHG WKH 6WXG\ (ISDQVLR
HIILFDF\ GDWD ,Q DQ LQWHULP DQDO\VLV RI HIILFDF\ GDWD IRU HY DO X
SUHVHQWHG LQ 2FWREHU DW WKH DQQXDO PHHWLQJ RI WKH $PHULFDQ
UHVHDUFKHUV REVHUYHG D KLJK REMHFWLYH UHVSRQVH UDWH DFF
HYDOXDWLRQ WLPH RI ILYH PRQWKV DIWHU 1%7;5 ZDV DGPLQLVWHUHG
(VFDODWLRQ GDWD LQ PLG DQG FRXOG SRWHQWLDOO\ XVH SRVLWLYH
WR &( PDUN DQG WKHUHIRUH WR FRPPHUFLDOL]H RQ DQ DFFHOHUDWHG
FODVVLILHG DV D PHGLFDO GHYLFH DW VXFK WLPH

,Q WKH 8QLWHG 6WDWHYV ZKHUH 1%7;5 KDV EHHQ FODVVLILHG DV D GUXJ
D JOREDO 3KDVH ,,, FOLQLFDO WULDO IRU HOGHUO\ SDWLHQWYV ZLWK KHD(
EDVHG FKHPRWKHUDS\ ,Q JHEUXDU\ ZH UHFHLYHG )DVW 7UDFN GHVLJ
WKH WUHDWPHQW RI ORFDOO\ DGYDQFHG KHDG DQG QHFN FDQFHUV ZKI
FOLQLFDO GHYHORSPHQW :H H[SHFW DSSUR[LPDWHO\ SDWLHQWYV WR E
LQLWLDO UHDGRXW ZLOO EH EDVHG RQ HYHQW GULYHQ SURJUHVVLRQ IUH
EDVHG RQ RYHUDOO VXUYLYDO U260 $ IXWLOLW\ DQDO\VLYV LV H[SHFYV
UDQGRPL]JHG DQG WKH LQWHULP DQDO\VLV IRU 3)6 VXSHULRULW\ LV H[SHF
UHSRUW RQ 3)6 DQG 26 :H PD\ DOVR SRWHQWLDOO\ SXUVXH %UHDNWKURX
1%7;5 LQ WKLV LQGLFDWLRQ +RZHYHU WKHUH FDQ EH QR DVVXUDQFH W]
HYHQ LI ZH GR LW ZLOO OHDG WR D IDVWHU GHYHORSPHQW RU UHJXODW
OLNHOLKRRG WKDW 1%7;5 ZLOO UHFHLYH UHJXODWRU\ DSSURYDO

4%

&RPSOHWH SRVW DSSURYDO WULDOV IRU 1%7;5 IRU WKH WUHDWPHQW R
JROORZLQJ SRVLWLYH UHVXOWYV IURP RXU 3KDVH ,, ,,, FOLQLFDO WULDO
UDGLRHQKDQFHU WR KDYH D &( PDUN DOORZLQJ LW WR EH FRPPHUFLDOI
676 XQGHU WKH EUDQG QDPH +HQVLI\n :H DUH FXUUHQWO\ SUHSDULQJ 6V
DQG HIILFDF\ ZKLOH SURYLGLQJ SDWLHQWY LROWRHE L(@JZH WKXOXBPRMHMQVRR ¥
IURP 6WXG\ DQG 1$125%< ZH LQWHQG WR XQGHUWDNH D VWUDWHJILF
EHOLHYH ZH DUH EHVW SRVLWLRQHG WR SXUVXH FRPPHUFLDOL]DWLRQ L
UHVSHFW WR +HQVLI\n

3%

([SDQG WKH RSSRUWXQLW\ IRU 1%7;5 DV D WUHDWPHEBWE HRW HWYRO WK DVX
1%7;5 xV SK\WLFDO PRGH Rl DFWLRQ FRXOG PDNH LW EURDGO\ DSSOLFD
LQGLFDWLRQV ,Q DGGLWLRQ WR KHDG DQG QHFN FDQFHUV DQG 676 ZH
1%7;5 IRU RWKHU LQGLFDWLRQV DQG ZH KDYH DOUHDG\ JDWKHUHG GDW!I
(8 DQG SURVWDWH FDQFHU LQ WKH 8QLWHG 6WDWHV ,Q 'HFHPEHU ZH
$QGHUVRQ DV SDUW RI ZKLFK ZH LQWHQG WR FRQGXFW PXOWLSOH FOLC
1%7;5 SOXV UDGLRWKHUDS\ LQFOXGLQJ LQ FRPELQDWLRQ ZLWK LPPXQF
VHYHUDO FDQFHU W\SHV ,I ZH DUH DEOH WR GHPRQVWUDWH WKH DSSOLI
RXU FXUUHQW DQG SODQQHG FOLQLFDO WULDOV ZH EHOLHYH ZH ZRXOG
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SRSXODWLRQ RI 1%7;5 WR HQFRPSDVV D VLIJQLILFDQW SRUWLRQ RI WKH
RI WKHLU VROLG WXPRU FDQFHU WUHDWPHQW

a (VWDEOLVK 1%7;5 DV D FRPSOHPHQWDU\ SURGXFW W LIPPKK GR FEKFW S Q 1L (
DQG FRQWLQXH WR IXUWKHU GHYHORS D JOREDO , 2 GHYHORSPHQW SUF
FRPSOHPHQW WR LPPXQH FKHFNSRLQW LQKLELWRUV DFURVV VHYHUDO VF
1%7;5 DFWLYDWHG E\ UDGLDWLRQ WKHUDS\ LQ FRPELQDWLRQ ZLWK LPP
SRWHQWLDO WR FRQYHUW FKHFNSRLQW LQKLELWRU QRQ UHVSRQGHUV LQ
FRQWURO DQG LQFUHDVH VXUYLYDO :H DUH FRQGXFWLQJ 6WXG\ D
FRPELQDWLRQ ZLWK DQWL 3' FKHFNSRLQW LQKLELWRUV LQ SDWLHQWV Z
PHWDVWDVHV IURP DQ\ SULPDU\ FDQFHU HOLJLEOH IRU DQWL 3' WKHUD
I[URP 6WXG\ DW 7KH 6RFLHW\ IRU ,PPXQRWKHUDS\ Rl &DQFHU 6,7&

‘H EHOLHYH WKDW WKHVH ILUVW UHVXOWYV VXJJHVW WKDW 1%7;5 KD\
Rl SDWLHQWV WKDW UHVSRQG WR LPPXQH FKHFNSRLQW LQKLELWRUV 6HI
3URJUDPVO+16&& /XQJ OHWDVWDVLV RU /LYHU OHWDVWDVLVU IRU DGGLW
FROODERUDWLRQ ZLWK 0' $QGHUVRQ ZH DUH SODQQLQJ WR HYDOXDW!
FKHFNSRLQW LQKLELWRUV DQWL 3' DQWL 3'/ DQG DQWL &7/$ DFURV!

Q-

%XLOG DQ HIIHFWLYH FOLQLFDO GHYHORSPHQW SURJUDP DQG HVWDEOL\
IRU 1%7;5H KDYH FRQGXFWHG FOLQLFDO WULDOV LQYROYLQJ PXOWLSOH \
BWDWHY DQG WKH (8 LQ ZKLFK PRUH WKDQ SK\VLFLDQV KDYH EHHQ LOQ
VFLHQFH OLDLVRQ WHDP KDV FRQVXOWHG FORVHO\ ZLWK D QXPEHU RI
WUHDWPHQW FHQWHUV LQ WKH 8QLWHG 6WDWHYV DQG NH\ (XURSHDQ PD!
FOLQLFLDQV DQG LQVWLWXW LIRFFR DRICY WCR WD LSOROUQ 1WR ;5RFXV RXU FRPP]
PDUNHWLQJ HIIRUWV IRU 1%7:;5 LQ (XURSH DQG WKH 8QLWHG 6WDWHV LI
DQG FRPPHUFLDOL]H 1%7;5 LQ RWKHU VSHFLILF UHJLRQV LQGHSHQGHQW:

&XUUHQW FDQFHU WUHDWPHQW RSWLRQV DQG OLPLWDWLRQV

,Q JHQHUDO WKHUH DUH IRXU FRPPRQO\ XVHG FDQFHU WUHDWPHQW PHWKRG
WDUJHWHG WKHUDSLHV LQ ZKLFK GUXJV WDUJHW VSHFLILF PROHFXOHV RI Wt
LQGLYLGXDOO\ RU LQ FRPELQDWLRQ ZLWK RQH DQRWKHU

6XUJHU\ UHPDLQV WKH SULPDU\ PHWKRG IRU WKH HUDGLFDWLRQ RI VROLG FL
6XUJHU\ DLPV WR UHPRYH QRW RQO\ WKH WXPRU IURP WKH ERG\ EXW DOVR D |
DV WKH VXUJLFDO PDUJLQ WR WU\ WR HQVXUH WKDW DOO RI WKH FDQFHU LV
RQ D SDWLHQWxV KHDOWK RU WKH FKDUDFWHULVWLFV Rl WKH SDWLHQWxV FDQ
RU PHWDVWDVL]HG VXUJHU\ DORQH PD\ QRW EH DGHTXDWH WR UHPRYH WKH F
FRPELQHG ZLWK UDGLRWKHUDS\ RU FKHPRWKHUDS\ HLWKHU EHIRUH WKH VXUJH
VR WKDW LW LV HDVLHU WR UHPRYH ZLWK FOHDQ PDUJLQV RU DIWHU WKH VXU
5DGLRWKHUDS\ LV WKH DGPLQLVWUDWLRQ RI LRQL]JLQJ UDGLDWLRQ ZKLFK DL
JDPPD UD\V HOHFWURQ EHDPV RU SURWRQV WR GHVWUR\ RU GDPDJH FDQFHU
DQG PXOWLSO\ 5DGLRWKHUDS\ LV GHOLYHUHG RYHU D SHULRG RI ZHHNV DW
IUDFWLRQ RI WKH GRVH SHU GD\ 7KH GXUDWLRQ DQG GRVDJH Rl UDGLRWKHUD
WKH FDQFHU LQGLFDWLRQ

5DGLRWKHUDS\ LV WA\SLFDOO\ PHDVXUHG LQ JUD\V U*\U D XQLW RI LRQL]JLQJ
DEVRUSWLRQ RI RQH MRXOH RI HQHUJ\ SHU NLORJUDP ,Q GHYHORSHG FRXQW!

RI DOO FDQFHU SDWLHQWY ZLOO UHFHLYH UDGLRWKHUDS\ DW OHDVW RQFH
WUHDWPHQW SURWRFRO

7KH SULPDU\ JURZWK GULYHUV IRU WKH UDGLRWKHUDS\ PDUNHW JOREDOO\ DUF
JURZLQJ DGRSWLRQ RI UDGLRWKHUDS\ GHYLFHV DQG SURFHGXUHV ,PSURYLQJ
UDGLDWLRQ HQKDQFHV WKH HIILFDF\ Rl UDGLRWKHUDS\ DQG UHGXFHV WKH VL
WLVVXHV ZKLFK KDV OHG WR JUHDWHU DGRSWLRQ RI WKHVH WHFKQLTXHV E\ W
DPRQJ FDQFHU SDWLHQWY %HFDXVH KLJK GRVH UDGLRWKHUDS\ FDQ EH GHOLY
WDUJHW WXPRUV WKDW ZHUH SUHYLRXVO\ LQDFFHVVLEOH VXFK DV EUDLQ WX|
DGGLWLRQDO SDWLHQW SRSXODWLRQV ,Q DGGLWLRQ QHZ WHFKQRORJLHV WK
FHOOV FDQ QRZ EH XVHG LQ SDWLHQWYV ZKR PD\ SUHYLRXVO\ KDYH EHHQ FRQVL

'HVSLWH WKHVH WHFKQRORJLFDO DGYDQFHPHQWY DQG WKH LQFUHDVLQJ XVH |
VLIJQLILFDQW OLPLWDWLRQV WR LWV XVH $OWKRXJK UDGLRWKHUDS\ LV D ORF
KHDOWK\ WLVVXHVY DQG PD\ QRW EH DQ HIIHFWLYH WUHDWPHQW IRU FDQFHUYV
SK\VLFLDQV PD\ GHFLGH WR ZLWKKROG UDGLRWKHUDS\ EHFDXVH D KLJK HQRX
XQDFFHSWDEOH GDPDJH WR VXUURXQGLQJ KHDOWK\ WLVVXHY DQG FDXVH RWKH
,Q DGGLWLRQ WKH , 2 WUHDWPHQW DSSURDFK KDV HPHUJHG DV DQ RSWLRQ IR
LV D UHODWLYHO\ QHZ DSSURDFK WR ILJKWLQJ FDQFHU WKDW GRHV QRW GLUH
DQG DFWLYDWH WKH SDWLHQWxV RZQ LPPXQH VA\VWHP DOORZLQJ LW WR UHFRJ
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KDYH GHPRQVWUDWHG HIILFDF\ LQ WKH WUHDWPHQW RI PDQ\ W\SHV RI FDQFHL
SURVWDWH FDQFHU VNLQ FDQFHU FDQFHU RI WKH GLJHVWLYH V\VWHP RYDU
SDWLHQWY PD\ EHQHILW IURP , 2 WKHUDS\ , 2 WKHUDS\ PD\ EH LQHIIHFWLYH ZI
WKH FDQFHU HLWKHU KDV QRW EHHQ UHFRJQL]J]HG RU KDV QRW SURYRNHG D VYV
VI\IVWHP 7KH FKDOOHQJH UHPDLQV WR ILQG QHZ ZzD\V WR WXUQ D FROG WXPRU |
, 2 WUHDWPHQW DSSURDFKHYV

1%7;5 $GGUHVVLQJ WKH FKDOOHQJHV RI UDGLRWKHUDS\ DQG , 2

‘H KDYH GHVLJQHG 1%7;5 WR DGGUHVV OLPLWDWLRQV LQKHUHQW LQ UDGLRWK
WUHDWPHQW DSSURDFKHV

a %\ DPSOLI\LQJ WKH LQWUDWXPRU NLOOLQJ HIIHFW RI WKH UDGLDWLRQ GF
JLYH D UDGLDWLRQ GRVH JUHDWHU HIILFDF\

a %\ ORFDOL]LQJ WKH UDGLDWLRQ GRVH ZLWKLQ WKH WXPRU 1%7;5 LV
UDGLRWKHUDS\ ZLWKRXW UHVXOWLQJ LQ DGGLWLRQDO WR[LFLWLHV RQ W

:LWK UHVSHFW WR , 2 WUHDWPHQW DSSURDFKHV WR ILJKWLQJ FDQFHU RXU S
1%7;5 SOXV UDGLRWKHUDS\ PD\ SULPH WKH LPPXQH UHVSRQVH WKHUHE\ UHQG
UHFRJQLWLRQ E\ WKH SDWLHQWxV LPPXQH V\VWHP DQG WKHUHIRUH SRWHQWL
FKHFNSRLQW LQKLELWRUYV

2XU 1%7;5 WHFKQRORJ\

‘H DUH H[SORULQJ WKH SRWHQWLDO IRU QDQRWHFKQRORJLHV WR SURYLGH VRO
SLRQHHULQJ DSSURDFK XVHV QDQRSK\VLFV WR EULQJ D SK\VLFDO PRGH RI DFW
XVHG LQ FRQMXQFWLRQ ZLWK UDGLRWKHUDS\ RXU 1%7;5 QDQRSDUWLFOHV I
UDGLDWLRQ WKHUHE\ IRFXVLQJ DQG DPSOLI\LQJ WKH GRVH ORFDOO\ ZLWKLQ D
GDPDJH WR VXUURXQGLQJ KHDOWK\ WLVVXHV ,Q DPSOLI\LQJ WKH HIIHFW RI Wk
LPSURYHVY WKH EHQHILW ULVN UDWLR RI UDGLRWKHUDS\ IRU SDWLHQWYV

7KH DPRXQW RI HQHUJ\ WKDW FDQ EH GHSRVLWHG LQ D FHOO WKURXJK UDGLRYV
WKH UDGLDWLRQ ZKLFK GHSHQGV RQ WKH DPRXQW DQG IRUP RI HQHUJ\ XVH(
PROHFXOHV $ FHOO LV SULPDULO\ FRPSRVHG RI ZDWHU ZKLFK KDV D YHU\ C
DSSUR[LPDWHO\ QDQRPHWHUV LQ GLDPHWHU RXU QDQRSDUWLFOHYVY DUH GL
VWDQGDUG UDGLRWKHUDS\ DQG FDQ EH LQWHUQDOL]J]HG LQWR WKH FHOO WKUR
LQHUW QDQRSDUWLFOHYV KDYH DQ LQRUJDQLF FRUH RI FU\WVWDOOL]JHG KDIQLXF
H[SRVHG WR UDGLDWLRQ WKH KLIJK HOHFWURQ GHQVLW\ RI WKH QDQRSDUWLF
WKDQ ZRXOG RWKHUZLVH EH DEVRUEHG E\ WKH ZDWHU PROHFXOHV LQ WKH
QDQRSDUWLFOHYV LV HVVHQWLDO IRU WKHLU HIITHFWLYH LQWHUDFWLRQ ZLWK U]
QRW FDXVH LQFUHPHQWDO GDPDJH WR VXUURXQGLQJ KHDOWK\ WLVVXHV

7KH IROORZLQJ LPDJH LV D WUDQVPLVVLRQ HOHFWURQ PLFURJUDSK RI D FURVYV
LOQMHFWLRQ

1%7;5 LV D QRYHO DSSURDFK WR WKH ORFDO WUHDWPHQW RI FDQFHU WKDW
OLPLWDWLRQ RI UDGLRWKHUD S\ DQ LQDELOLW\ WR GHOLYHU VXIILFLHQW DPR?
ORZ UDGLDWLRQ WROHUDQFH RI WKH VXUURXQGLQJ KHDOWK\ WLVVXHV 7KH IR
LQ WKH UDGLDWLRQ GRVH DEVRUEHG DURXQG WKH 1%7;5 QDQRSDUWLFOHY DGHF
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ORGH RI $FWLRQ RI 1%7;5 1DQRSDUWLFOHYV

'XULQJ UDGLRWKHUDS\ WKH LQWHUDFWLRQ EHWZHHQ WKH UDGLDWLRQ DQG W
HOHFWURQV IURP WKH RUELW RI WKH DWRPV 7KHVH HOHFWURQV GLVVLSDWH W
PROHFXOHV SURGXFLQJ IUHH UDGLFDOV ZKLFK DUH KLJKO\ UHDFWLYH LRQL]H
SULPDULO\ UHVSRQVLEOH IRU WKH HITHFWLYHQHVV RI UDGLRWKHUDS\ LQ FDXVL
7KH PRGH RI DFWLRQ RI 1%7;5 QDQRSDUWLFOHY FDQ EH GHVFULEHG LQ IRXU V\

6WDJH $FWLYLW\ QDFWLYLW\ B3ULQFLSOH

2XU QDQRSDUWLFOHYV DUH LQHUW PHDQLQJ WKDW WKH\ SURGXFH QR HIIHFW
UDGLDWLRQ D QXPEHU RI SKHQRPHQD RFFXU )LUVW WKH UDGLDWLRQ LV LC
QDQRSDUWLFOHY %HFDXVH WKH FRUH RI WKH QDQRSDUWLFOH KDV D VLJQLIL
DEVRUE VLJQLILFDQWO\ PRUH HQHUJ\ WKDQ D WXPRU FHOO FRXOG ZLWKRXW
DEVRUSWLRQ JHQHUDWHY PRUH HOHFWURQV DQG XOWLPDWHO\ PRUH IUHH UDG

6WDJH &HOO 'DPDJH

7KH HOHFWURQV JHQHUDWHG LQ WKH HQHUJ\ DEVRUSWLRQ GLVSHUVH WKURXJ
PXOWLSOH LQWHUDFWLRQV ZLWK VXUURXQGLQJ PROHFXOHY FUHDWLQJ IUHH U
WR GHVWUR\ WKH FRYDOHQW OLQNV RI WKH PROHFXOHYVY WKH\ LOQWHUDFW ZLWk
FDXVH VHYHUH DQG LUUHSDUDEOH '1$ GDPDJH PDLQO\ UHVSRQVLEOH IRU WKH ¢
IUHH UDGLFDOV WKHUHIRUH LQFUHDVH WKH ORFDOL]J]HG FDQFHU FHOO GHVWUXF

6WDJH 6XEVHTXHQW $FWLRQ LQ WKH &HOOV

7KH GHVWUXFWLYH HIIHFW Rl WKH I[UHH UDGLFDOV LV DPSOLILHG DQG ORFDOL
JHQHUDWH D FRQWUROOHG FRQFHQWUDWLRQ RI HQHUJ\ ZLWKLQ WKH WXPRU ,F
UHSHDWHGO\ EHFDXVH WKH\ UHWXUQ WR WKHLU LQDFWLYH LQHUW VWDWH DI
UDGLRWKHUDS\ FDQ EH DGPLQLVWHUHG WR D WXPRU WKDW KDV UHFHLYHG D VL

6WDJH ,PPXQH $SFWLYDWLRQ

,Q RXU SUHFOLQLFDO VWXGLHY DQG RXU HDUO\ FOLQLFDO GDWD WKH WUHDW
EHHQ REVHUYHG WR WULJJHU GHVWUXFWLRQ RI PHWDVWDWLF FHOOV GXH WR
LPPXQH V\VWHP %DVHG RQ WKHVH REVHUYDWLRQV ZH EHOLHYH WKDW RXU Q
UHVSRQVH UHQGHULQJ WXPRUV PRUH SURQH WR UHFRJQLWLRQ E\ D SDWLHC
FOXVWHUV RI 1%7;5 QDQRSDUWLFOHY DUH LQMHFWHG LQWR WKH FHOO DQG ZK
FDQFHU FHOOV GXH WR WKH KLJK HQHUJ\ DEVRUSWLRQ 7KLV GHVWUXFWLRQ
VWUHVV WR WKH FHOOV LPPXQRJHQLF FHOO GHDWK D VSHFLILF IRUP RI FHOO
67,1* SDWKZD\ DFWLYDWLRQ DQ LPPXQH VHQVLQJ PHFKDQLVP 7KLV UHVXOWYV
GHQGULWLF FHOOV 2QFH DFWLYDWHG WKH GHQGULWLF FHOOV WULJJHU DC
DFWLYDWLRQ RI O\PSKRF\WHV RU ZKLWH EORRG FHOOV LQ WKH LPPXQH V\VWt
FHOOV DQG &' F\WWRWRI[LF 7 FHOOV 7KLV DFWLYDWLRQ RI O\PSKRF\WHV KDV \
DEOH WR EHWWHU UHFRJQL]H DQG NLOO FDQFHU FHOOV
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2YHUYLHZ RI 1%7;5

1%7;5 D VWHULOH DTXHRXV VXVSHQVLRQ RI IXQFWLRQDOL]J]HG FU\VWDOOLQH
WKURXJK D VLQJOH LPDJH JXLGHG ORFDO LQMHFWLRQ GLUHFWO\ LOQWR WKH W
GRVDJH RI LOMHFWHG 1%7;5 LV EDVHG RQ D SHUFHQWDJH RI WKH WXPRU YROX
RI WKH UHVSHFWLYH FOLQLFDO WULDO IRU GLIITHUHQW LQGLFDWLRQV 1%7;5 QI
ZKLFK DOORZV WKHP WR LQWHUDFW ZLWK WKH VXUIDFH RI WKH WXPRU DQG

GHVLIQHG WR UHQGHU WKH WDUJHWHG WXPRU PRUH RSHUDEOH RU KHOS GHVW

1%7;5 FDQ HDVLO\ EH LQFRUSRUDWHG LQWR WKH FXUUHQW VWDQGDUG RI FDUFL
ZKHUH UDGLRWKHUDS\ LV GHOLYHUHG GR QRW QHHG DQ\ QHZ HTXLSPHQW RU W
LQ QHZ WHFKQRORJ\ LQ RUGHU WR WUHDW SDWLHQWYV ZLWK 1%7;5

‘H DUH FXUUHQWO\ SULRULWL]LQJ WKH GHYHORSPHQW RI 1%7;5 LQ WKH 8QLW*F
DQG QHFN FDQFHUV DOWKRXJK ZH DUH DOVR VWXG\LQJ RU KDYH VWXGLHG 1
LQFOXGLQJ ORFDOO\ DGYDQFHG VRIW WLVVXH VDUFRPD SULPDU\ DQG VHFRQ(
FDQFHU HVRSKDJHDO FDQFHU DQG QRQ VPDOO FHOO OXQJ FDQFHU :H EHOLH)
WXPRUV ZKHUH UDGLRWKHUDS\ FDQ EH XVHG :H KDYH DOVR REVHUYHG WKDW
PRGXODWH WKH DQWLWXPRU LPPXQH UHVSRQVH VXSSRUWLQJ WKH UDWLRQE
SRWHQWLDOO\ LQ FRPELQDWLRQ ZLWK , 2 WUHDWPHQWYVY :LWK UHVSHFW WR
LQGLFDWLRQV IRU 1%7:5 LQ FRPELQDWLRQ ZLWK LPPXQR RQFRORJ\ WKHUDSL
FRPELQDWLRQV DUH KHDG DQG QHFN FDQFHUV LQFOXGLQJ UHFXUUHQW
FDUFLQRPD DQG DGYDQFHG VROLG WXPRUV IURP DQ\ SULPDU\ FDQFHU DV ZHO
FDQFHU HOLJLEOH IRU DQWL 3' WKHUDS\

JRU FHUWDLQ FDQFHU LQGLFDWLRQV 1%7;5 FDQ EH FRPELQHG ZLWK D JHO WR
DV 1%7;5 JHO IRU GLUHFW DSSOLFDWLRQ LQ WKH WXPRU FDYLW\ IROORZLQJ
LOQGLFDWLRQV IRU 1%7;5 JHO LQFOXGH FHUWDLQ W\SHV RI EUHDVW FDQFHU R
UHWURSHULWRQHDO 676

2XU &OLQLFDO 3URJUDPV

1%7;5 KDV EHHQ DQG LV FXUUHQWO\ EHLQJ HYDOXDWHG LQ VHYHUDO FOLQL
SRSXODWLRQV

,Q '"HFHPEHU ZH HQWHUHG LQWR D ODUJH VFDOH FRPSUHKHQVLYH 1%7:5 F.
7KH FROODERUDWLRQ LV H[SHFWHG WR VXSSRUW PXOWLSOH FOLQLFDO WULDOV
LQFOXGLQJ KHDG DQG QHFN SDQFUHDWLF OXQJ HVRSKDJXV FDQFHUV DQG
SDWLHQWYV
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7KH ILUVW FOLQLFDO WULDO XQGHU RXU FROODERUDWLRQ ZLWK 0' $QGHUVR(
UHVHFWDEOH SDQFUHDWLF FDQFHU GRVHG LWV ILUVW SDWLHQW LQ 6HSWHPEH
HVRSKDJHDO FDQFHU GRVHG LWV ILUVW SDWLHQW LQ -DQXDU\ 7KH )'$ KDV
FOLQLFDO WULDOV XQGHU WKLV FROODERUDWLRQ IRU QRQ VPDOO FHOO OXQJ
SURJUDP DQG LQRSHUDEOH /55 +16&& , 2 SURJUDP UHVSHFWLYHO\ PD\ SURF
DGYDQFHG VROLG WXPRUV ZLWK OXQJ RU OLYHU PHWDVWDVLV LV LQ WKH HDU
FR GHYHORSPHQW ZLWK 0' $QGHUVRQ RI DGGLWLRQDO FOLQLFDO WULDOV LV
$IJUHHPHQWYV 2WKHU &ROODERUDWLRQV 1%7;5 &OLQLFDO &ROODERUDWLRQ
WKH WHUPV RI WKH FROODERUDWLRQ

,Q $XIXVW ZH HQWHUHG LQWR DQ H[FOXVLYH OLFHQVH DQG FROODERUD\
GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ RI 1@ D;BURK WKHL§VQDJIEDF RIL 5 LL/HDLL
RYHU D QXPEHU RI LVVXHV ZLWK UHVSHFW WR WKH GHYHORSPHQW RI 1%7;
3KDUPD(QJLQH PXWXDOO\ DJUHHG WR WHUPLQDWH WKH /LFHQVH DQG &ROODER
FRQGXFWHG E\ 3KDUPD(QJLQH DUH FXUUHQWO\ EHLQJ FRQGXFWHG LQ $VLD DC
WHUPLQDWHWHBHPM %XVLQHVV 2YHUYLHZ &ROODER UD\WURDYGDQ/G RSOV 6 DEHAK DiL

5HIHU WR WKH U1%7;5 'HYHORSPHQW 3LSHOLQHU DERYH IRU RXU RQJRLQJ DQG
XQGHUWDNHQ DQG FRQWHPSODWHG E\ 0' $QGHUVRQ RXU SULQFLSDO FROODER!

/IRFDOO\ DGYDQFHG VRIW WLVVXH VDUFRPD

%DENJURXQG DQG 2SSRUWXQLW\

676V DUH UDUH FDQFHUV WKDW GHYHORS LQ GLIIHUHQW W\SHV RI VRIW WLVVX
DQG EORRG YHVVHOV $OWKRXJK 676 FDQ GHYHORS DW DQ\ DQDWRPLF VLWH 1
DSSUR[LPDWHO\ RI FDVHV 7KH $PHULFDQ &DQFHU 6RFLHW\ HVWLPDWHYV
DSSUR[LPDWHO\ SDWLHQWYVY ZLOO EH GLDJQRVHG ZLWK 676 DQG DSSURJ[LF
FDQFHU ,Q WKH (8 RYHU SDWLHQWY DUH GLDJQRVHG ZLWK 676 HDFK \HDL
WKDW WKH ILYH \HDU VXUYLYDO UDWH IRU 676 SDWLHQWYV LV DSSUR[LPDWHO
DGYDQFHG PHWDVWDWLF 676 LV HYWLPDWHG WR EH PRQWKY 5DGLRWKHU
WUHDWPHQW UHJLPHQ IRU 676 SDWLHQWYV LQ (XURSH

$FKLHYLQJ ORFDO FRQWURO RI WKH WXPRU LV FULWLFDO WR LPSURYLQJ VXUYL
SDWLHQWYVY ZLWK ORFDOO\ DGYDQFHG 676 DUH KLJK ULVN SDWLHQWYV DQG KDY
ORFDO FRQWURO &RQVHTXHQWO\ LQQRYDWLYH WUHDWPHQWYVY WR LPSURYH FI
UHVHFWLRQ DUH QHHGHG 1%7;5 ZKHQ DFWLYDWHG E\ UDGLRWKHUDS\ LV GH
ERWK E\ GHVWUR\LQJ PRUH WXPRU FHOOV DQG UHQGHULQJ WKH WXPRU PRU
LPSURYLQJ SDWLHQW RXWFRPHV

3KDVH ,, ,,, 7ULDO '"HVLJQ

JROORZLQJ WKH SRVLWLYH UHVXOWYVY RI RXU 3KDVH , WULDO GHVFULEHG EHC
UHJLVWUDWLRQ 6WXG\ ZKLFK ZH DOVR UHIHU WR DV WKH $FW ,Q 6DUF
SUHRSHUDWLYH 1%7;5 DFWLYDWHG E\ UDGLRWKHUDS\ DV FRPSDUHG WR UD
DGYDQFHG 676 7R EROVWHU WKH DYDLODEOH GDWD IRU WKH $FW ,Q 6DUF W
&ROODERUDWLRQ $JUHHPHQW ZLWK 3KDUPD(QJLQH WR SURYLGH WKDW 3KDU
$FW ,Q 6DUF WULDO LQ $VLD 7KH $FW ,Q 6DUF WULDO ZDV FRQGXFWHG DW PRI

(XURSH DQG VHYHQ VLWHV LQ WKH $VLD 3DFLILF UHJLRQ 7KH 3KDVH ,, ,,, FOlL
ZLWK WKH SKDVH ,,, WULDO LQ WKH $VLD 3DFLILF UHJLRQ FRQWLQXHG E
VFKHGXOHG IRU WKH ILUVW KDOI RI ZKLFK ZLOO RFFXU DV SODQQHG
7TKURXJK WKH FRXUVH RI WKH $FW ,Q 6DUF VWK D3R FID @/ QRWDOY BQFH® GX 6 W | SW KVH.
WUXQN ZzDOO ZHUH UDQGRPL]HG DW D UDWLR WR WUHDWPHQW XQGHU RQF
1%7;5 DW WKH UHFRPPHQGHG GRVH RI' WKH WXPRU YROXPH IROORZHG
Ul%7;5 DUPU RU LL ILYH ZHHNV Rl UDGLRWKHUDS\ DORQH WKH UFRQWURC
IROORZHG E\ VXUJLFDO UHVHFWLRQ RI WKH WXPRU 21 WKH SDWLHQWYV UHF

SULPDU\ HQGSRLQW LQ WKH LQWHQGHG WR WUHDW IXOO DQDO\VLV WKUHH SD
SDWLHQW zZDV IRXQG WR EH LQHOLJLEOH IRU SUH RSHUDWLYH UDGLRWKHUDS\

7KH SULPDU\ HQGSRLQW RI WKH 3KDVH ,,,,, WULDO ZDV DQ LQFUHDVH LQ W
LOWUDWXPRUDO LQMHFWLRQ RI 1%7;5 DFWLYDWHG E\ HIWHUQDO EHDP UDGLDW
DORQH 7KH SULPDU\ HQGSRLQW ZDV HYDOXDWHG LQ DFFRUGDQFH ZLWK (XURS
RI' &DQFHU JXLGHOLQHVY E\ D FHQWUDOL]HG JURXS RI SDWKRORJLVWV ZKR 7
VHFRQGDU\ HQGSRLQWY ZHUH WR HYDOXDWH WKH VDIHW\ SURILOH RI 1%7;5 DF
RI WXPRU VXUJHU\ ZLWK 5 PDUJLQV PHDQLQJ QR FDQFHU FHOOV FRXOG EH VH
WKH SHUFHQWDJH RI WXPRU QHFURVLY LQIDUFWLRQ OLPE DPSXWDWLRQ UDWH)
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S5HVYXOWYV
SDWKRORJLFDO FRPSOHWH UHVSRQVH UDWH

7KH WULDO DFKLHYHG LWV SULPDU\ HQGSRLQW ZLWK RI SDWLHQWV LQ Wk
UHVSRQVH GHILQHG DV OHVV WKDQ Rl UHVLGXDO YLDEOH FDQFHU FHOOV LQ
FRQWURO DUP 7KH GLIIHUHQFH ZDV VWDWLVWLFDOO\ VLJQLILFDQW ZLWK D S
LQ ILJXUHV LQ WKLV $QQXDO 5HSRUW DV US U LV WKH OLNHOLKRRG RI ILQGLQ
VLIQLILFDQW GLIIHUHQFH LQ WHUPV RI UHVSRQVH IRU SDWLHQWYV UHFHLYLQ.
UHFHLYLQJ UDGLRWKHUDS\ DORQH ZKHQ D EDVHOLQH RXWFRPH LV DVVXPHG W
UDGLRWKHUDS\ DQG SDWLHQWVY UHFHLYLQJ UDGLRWKHUDS\ DORQH ERWK KD
FRQVLGHUV D S YDOXH RI OHVV WKDQ RU HTXDO WR WR GHPRQVWUDWH V\V
DFFHSW WKH REVHUYHG RXWFRPH DV UHDVRQDEOH HYLGHQFH WR QRW DFFHSW

,Q DGGLWLRQ LQ WKH VXEJURXS RI SDWLHQWYV ZLWK D KLJKHU KLVWRORJ\ J
UHSUHVHQWHG WKH PDMRULW\ RI SDWLHQWYV LQ WKH WULDO SDWKRORJLFDO F
SDWLHQWYV LQ WKH 1%7;5 DUP FRPSDUHG WR SDWLHQWYV LQ WKH FRQWUR
SHUFHQWDJH RI SDWLHQWYV LQ HDFK DUP EDVHG RQ ZKHWKHU WKH\ ZHUH FRQV
7KH UHPDLQLQJ SDWLHQWYV LQ HDFK DUP RI WKH WULDO KDG WXPRUV RI XQNQR.
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SDWLHQWYV LQ WKH 1%7;5 DUP ZHUH PRUH OLNHO\ WR KDYH D SDWKRORJLFDO
7KH SRUWLRQ RI SDWLHQWY ZLWK SDWKRORJLFDO UQHDUO\JU FRPSOHWH UHVS
FDQFHU FHOOV LQ WKH WXPRU DQG SDWKRORJLFDO UHVSRQVH ZLWK RU OHV

UHVSHFWLYHO\ LQ SDWLHQWYV LQ WKH 1%7;5 DUP DV FRPSDUHG WR DC
FROQWURO DUP

5 UHVHFWLRQ PDUJLQ

7KH PDLQ VHFRQGDU\ HQGSRLQW RI WKH WULDO WKH UDWH RI WXPRU VXUJHU
PDUJLQ ZDV REVHUYHG LQ Rl WKH SDWLHQWYV LQ WKH 1%7;5 DUP FRPSDUH
7KLV GLIIHUHQFH ZDV VWDWLVWLFDOO\ VLIQLILFDQW ZLWK D S YDOXH RI

7XPRU QHFURVLYV LQIDUFWLRQ

%DVHG RQ KLVWRORJLF DQDO\VLY ZH REVHUYHG WKDW WKH PHDQ SHUFHQWL
IRU SDWLHQWYV LQ WKH 1%7;5 DUP FRPSDUHG WR IRU SDWLHQWYV LQ W
VWDWLVWLFDOO\ VLIJQLILFDQW ZLWK D S YDOXH RI

6DIHW\ SURILOH VLPLODULW\ EHWZHHQ 1%7;5 DQG FRQWURO DUPV

6LPLODU VDIHW\ SURILOHYV ZHUH REVHUYHG LQ WKH 1%7;5 DUP DQG WKH FRQ
ZRXQG FRPSOLFDWLRQV 1%7;5 GLG QRW LPSDLU WKH SDWLHQWVx DELOLW\ WI
LQ WKH WDEOH EHORZ ,Q WKH 1%7;5 DUP RI SDWLHQWYVY H[SHULHQFHG J
ZHUH PDQDJHDEOH DQG RI VKRUW GXUDWLRQ )XUWKHU 1%7;5 VKRZHG D JRR
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KDYH DQ\ LPSDFW RQ WKH VHYHULW\ RU LQFLGHQFH RI UDGLRWKHUDS\ UHODV
/IRQJ WHUP SDWLHQW IROORZ XS LV FXUUHQWO\ RQJRLQJ WR HYDOXDWH WKH
UHFXUUHQFH UDWHV DW DQG PRQWKY 7KH WDEOHV EHORZ VXPPDUL]H VHO
WKH WULDO

$UP $

$UP %
6DIHW\ ° 3KDVH ,, ,,, LQ 676 1%7:5
DEWLYDWHG E\ §“7l DORQH
1

3DWLHQWYV ZLVDK DQ\ 7($(
3DWLHQWYV ZLWK DQ\ 197;5 UHODWHG 7($L$

SDWLHQWYV ZLWK DQ\ 7($( OHDGLQJ WR|GHDWK GHDWK |UH
RI WKH FDXvVDQLW\ DVVHVYPHQW

SDWLHQWYV ZLWK DIQ\ VHULRXV| 7 ($(
SDWLHQWYV ZLWK DQ\ VHULRXV 1%7;5 UHODWHLS 7 ($(
SDWLHQWYV ZLWK DQ\ VHULRXV 7($( UHODWH{G WR UDGLDWLR|IQ WKHUDS
SDWLHQWYV ZLWK BQ\ VHULRXY $(
SDWLHQWYV ZLWKGUDZQ IURP YWXG\ WUHOWPHQW GXH WR| 7($(

D 7TUHDWPHQW (PHUJHQW $(V DUH $( REVHUYHG GXULQJ WKH RQ WUHDWPHQW St
E 6HULRXV $(V DUH DGYHUVH HYHQWV UHSRUWHG GXULQJ WKH ZKROH VWXG\ SH
1$ QRW DSSOLFDEOH

7KH WULDO UHVXOWY ZHUH SUHVHQWHG LQ 2FWREHU DW WKH (XURSHDQ 6
&RQJUHVYVY DQG WKH $PHULFDQ 6RFLHW\ IRU 5DGLDWLRQ 2QFRORJ\ WK $QQXDO
LQ WKH SHHU UHYLHZHG MRXUQDO 7KH /IDQFHW 2QFRORJ\ LQ -XO\

%DVHG RQ WKHVH UHVXOWV LQ $SULO ZH FRPSOHWHG WKH UHJXODWRU\ ¢
DOORZLQJ WKH SURGXFW WR EH FRPPHUFLDOL]HG IRU WKH WUHDWPHQW RI ORF
XQGHU WKH EUDQG QDPH +HQVLI\n LQ WKH (8 FRXQWULHV ,Q OLJKW RI RXU
SUHVHQWO\ LQWHQG WR SXUVXH FRPPHUFLDOL]DWLRQ IRU 1%7;5 IRU WKH \
H[WUHPLWLHY DQG WUXQN ZDOO LQ DGGLWLRQDO MXULVGLFWLRQV :H DUH FXL
WKDW ZLOO FRQWLQXH HYDOXDWLQJ WKH VDIHW\ DQG HIILFDF\ RI +HQVLI\n DQC
%DVHG RQ WKH H[SHFWHG WLPLQJ RI GLVFXVVLRQV ZLWK *0(' UHJDUGLQJ WKH
&29," SDQGHPLF RQ FOLQLFDO GHYHORSPHQW WLPHOLQHV ZH GR QRW H[SHI
JROORZLQJ HYDOXDWLRQ RI WKH UHVXOWYV IURP BWXG\ DQG 1$125%<
UHYLHZ DQG WR GHWHUPLQH ZKHUH ZH EHOLHYH ZH DUH EHVW SRVLWLRQHG
FRPPHUFLDOL]DWLRQ VWUDWHJI\ ZLWK UHVSHFW WR +HQVLI\n

7KH $FW LQ 6DUF WULDO IROORZHG SRVLWLYH UHVXOWY RI RXU LQLWLDO 3KDVI
DQG IHDVLELOLW\ RI LQFUHDVLQJ GRVHV RI 1%7;5 E\ LQWUDWXPRUDO LQMH
SDWLHQWY ZLWK ORFDOO\ DGYDQFHG 676 RI WKH H[WUHPLW\ 7KURXJK WKH FR

SDWLHQWY DW WZR VLWHV LQ )J)UDQFH ZLWK D VLQJOH LQWUDWXPRUDO LQU
VHVVLRQ

3KDVH , 7ULDO 'HVLJQ

7KH SULPDU\ HQGSRLQWV RI WKH 3KDVH , WULDO ZHUH WR HYDOXDWH WKH IHD
GRVH OLPLWLQJ WR[LFLWLHVY DQG WROHUDQFH RI 1%7;5 7KH VHFRQGDU\ HQG S
1%7;5 DFWLYDWHG E\ UDGLRWKHUDS\ PHDVXUHG LQ WHUPV RI WKH GHVWUXFYV
UDWH WR 1%7;5 DFWLYDWHG E\ UDGLRWKHUDS\ E\ PHGLFDO LPDJLQJ DQG FKD
ERG\ RYHU WLPH

S5HYXOWYV

,QLWLDO GDWD IURP WKH 3KDVH , WULDO FRQILUPHG 1%7;5 xV ORQJ WHUP LC
OHDNDJH WR VXUURXQGLQJ KHDOWK\ WLVVXHV :H REVHUYHG SHUVLVWHQFH RI
ILYH ZHHNV Rl UDGLRWKHUDS\ FRQILUPLQJ WKH IHDVLELOLW\ Rl ORFDO LQMH
VLQJOH LQMHFWLRQ $ VLQJOH LQMHFWLRQ ZDV VXIILFLHQW WR DFKLHYH ORQJ
DQG VL]JHV IRU WKH VDUFRPDV 1R JUDGH WKUHH RU IRXU DGYHUVH HYHQWYV :

7KH LQLWLDO GDWD HVWDEOLVKHG IHDVLELOLW\ IRU RXU 1%7;5 WKHUDSH:
WDUJHW SDWLHQW SRSXODWLRQ IRU WKH WULDO DPHQGLQJ WKH UHVHDUFK SU
WUXQN ZDOO
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7KH ILQDO 3KDVH , WULDO UHVXOWV ZHUH SRVLWLYHORQ DYHUDJH ZH REVHUY
DYHUDJH SDWKRORJLFDO UHVSRQVH RI LQ WXPRUV NQRZQ WR EH WUHDWPHOQ
LOQFOXGLQJ XQGLIITHUHQWLDWHG VDUFRPD UKDEGRP\RVDUFRPD DQG VI\QRYLD
S\UH[LD DEGRPLQDO SDLQ LQMHFWLRQ VLWH UHDFWLRQ DQG SRVW RSHUDWLY
1%7;5 DQG WZR VHULRXV DGYHUVH HYHQWV RI LQMHFWLRQ VLWH SDLQ DQG

UHODWHG $00O0 SDWLHQWV WKDW SDUWLFLSDWHG LQ WKH WULDO XQGHUZHQW |
ZDV WKH WKHUDSHXWLF DLP &RPSOHWH WXPRU UHVHFWLRQ LV RSWLPDO EHF
LPSURYHV SURJQRVLV DQG VXUYLYDO UDWHV 7KH IROORZLQJ JUDSKLF GHSLF
SDWLHQW LQ WKH WULDO DIWHU ILYH ZHHNV RI WUHDWPHQW

/RFDOO\ DGYDQFHG KHDG DQG QHFN FDQFHUV

%DFNJURXQG DQG 2SSRUWXQLW\

+HDG DQG QHFN FDQFHUV LQFOXGH FDQFHUV RI WKH RUDO FDYLW\ WRQJXH

VWUXFWXUHV SOD\ D FULWLFDO UROH LQ D KXPDQxV DELOLW\ WR VZDOORZ |
HVWLPDWHV WKDW LQ LQ WKH 8QLWHG B6WDWHY DSSUR[LPDWHO\ S
RURSKDU\QJHDO FDQFHU DQG DSSUR[LPDWHO\ SDWLHQWYV ZLOO GLH IURP
WKH *OREDO &DQFHU 2EVHUYDWRU\ SDUW RI WKH :RUOG +HDOWK 2UJDQL]DW
&DQFHU DURXQG SDWLHQWY DUH GLDJQRVHG JOREDOO\ HDFK \HDU ZLWK
UDWH IRU SDWLHQWV ZLWK RUDO DQG RURSKDU\QJHDO FDQFHU LV DSSUR[LPDV
KHDOWK FRQFHUQ

&KHPRWKHUDS\ LQ FRPELQDWLRQ ZLWK FRQFRPLWDQW UDGLDWLRQ LV WKH VW
QHFN FDQFHUV LQ ERWK WKH 8QLWHG 6WDWHYV DQG WKH (8 +RZHYHU LW LV R
XQDEOH WR HQGXUH WKH SK\WLFDO VWUDLQ LQKHUHQW LQ FKHPRWKHUDS
FKHPRUDGLDWLRQ LV FHWX[LPDE LQ FRPELQDWLRQ ZLWK UDGLRWKHUDS\ EXW
SDWLHQWY DUH HVWLPDWHG WR DFFRXQW IRU DSSUR[LPDWHO\ RI SDWLHQW)
DW WKH OXOWLGLVFLSOLQDU\ +HDG DQG 1HFN &DQFHUV 6\PSRVLXP HOGHUO
UDGLRWKHUDS\ LQ FRPELQDWLRQ ZLWK FHWX[LPDE KDG D PHGLDQ 3)6 RI PR
WXPRUV ZKR UHFHLYH UDGLDWLRQ DOVR JHQHUDOO\ KDYH VKRUW 26 UDWHV F
RQ RXU UHYLHZ DQG VXE JURXS DQDO\VLV RI VFLHQWLILF OLWHUDWXUH UHO
HISHULHQFH SRRU TXDOLW\ RI OLIH DV WKH\ KDYH OLPLWHG WKHUDSHXWLF RS

7KH IROORZLQJ WDEOH VXPPDUL]HVY GDWD IURP FHUWDLQ SXEOLVKHG VFLHQW
WULDOV HYDOXDWLQJ UDGLRWKHUDS\ FRPELQHG ZLWK WKH LGHQWLILHG FKHPR
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$EEUHYLDWLRQV +39 KXPDQ SDSLOORPDYLUXV 236&& RURSKDU\QJHDO V1
VWDQGDUGL]HG PHDVXUHOUDQJLQJ IURP WR ORI D SDWLHQWxV OHYHO RI IXQ
KHUVHOI FDUU\ RXW GDLO\ DFWLYLW\ DQG HQJDJH LQ SK\VLFDO DELOLW\ D

IXQFWLRQ .36 D VWDQGDUGL]HG PHDVXUHOUDQJLQJ IURP WR ORI D SDWLF
DELOLW\ WR FDUH IRU KLP KHU VHOI FDUU\ RXW GDLO\ DFWLYLW\ DQG HQJDJH

LV EHWWHU DEOH WR IXQFWLRQ

7KLV KLVWRULFDO OLWHUDWXUH LV SUHVHQWHG VROHO\ WR LOOXVWUDWH \
DSSOLFDWLRQ RI WKH VWDQGDUG WUHDWPHQW FKHPRWKHUDSLHV LQ FRPELQ
ORFDOO\ DGYDQFHG KHDG DQG QHFN FDQFHUV %HFDXVH RI WKH XQLTXH GHVL
SRSXODWLRQV QR FRPSDULVRQ ZLWK DQ\ RI RXU FOLQLFDO WULDOV LV SR
EDFNJURXQG GDWD
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3KDVH ,,, 5SHJLVWUDWLRQ 7ULDO 'HVLJQ U1$125%< 0]

,Q )HEUXDU\ ZH VXEPLWWHG WR WKH )'$ IRU UHYLHZ WKH 1$125%< SURWGF
LQ HOGHUO\ SDWLHQWYV ZLWK ORFDOO\ DGYDQFHG KHDG DQG QHFN FDQFHU Z
FKHPRWKHUDS\ :H DUH LQ WKH SURFHVV RI PDNLQJ ILQDO SURWRFRO UHILQHP
WR LQLWLDWH 1$125%< LQ WKH 8QLWHG 6WDWHV LQ

7KH FOLQLFDO WULDO ZLOO EH DQ LQYHVWLIJDWRUxV FKRLFH GXDO DUP DQG
HOGHUO\ KHDG DQG QHFN FDQFHU SDWLHQWY ZKR DUH LQHOLJLEOH IRU SODWL
FRQWURO DUP ZLOO UHFHLYH UDGLDWLRQ WXWHHNDVELIDIWRU RW R RALKRIX WD RHEBW X
WUHDWPHQW DUP ZLOO UHFHLYH 1%7;5 DFWLYDWHG E\ UDGLDWLRQ WKHUDS\ Z
7KH wWULDO LV H[SHFWHG WR EH FRQGXFWHG DW PRUH WKDQ VLWHV ZRUOG?Z
SDWLHQWYV

7KH LQLWLDO UHDGRXW ZLOO EH EDVHG RQ HYHQW GULYHQ 3)6 DQG WKH ILQDC
ZLOO EH SRZHUHG WR GHPRQVWUDWH WKH 26 VXSHULRULW\ RI 1%7;5 DFWLYD
UHVSRQVH UDWH ZLOO EH HYDOXDWHG DV D VHFRQGDU\ HQGSRLQW DQG TXDO
RXWFRPH

$ IXWLOLW\ DQDO\VVLV LV H[SHFWHG PRQWKY DIWHU WKH ILUVW SDWLHQW LV
LV H[SHFWHG DW PRQWKYV DQG ILQDO DQDO\WLY ZLOO UHSRUW RQ 3)6 DQC
LQLWLDO UHDGRXW ZH SODQ WR DSSO\ IRU FRQGLWLRQDO UHJLVWUDWLRQ RI 1

,Q JHEUXDU\ ZH UHFHLYHG )DVW 7UDFN GHVLJQDWLRQ IURP WKH )'$ IRU 1
7TUDFN GHVLIJQDWLRQ LV D SURFHVV GHVLJQHG WR IDFLOLWDWH WKH GHYHOR S
VHULRXV FRQGLWLRQV DQG WKDW KDYH WKH SRWHQWLDO WR DGGUHVV XQPH)
%UHDNWKURXJK 7KHUDS\ GHVLIJQDWLRQ +RZHYHU WKH )'$ KDV EURDG GLVFUH
DQG HYHQ LI ZH EHOLHYH 1%7;5 LV HOLJLEOH IRU %UHDNWKURXJK 7KHUDS\ G
WKH )'$ ZRXOG GHFLGH WR JUDQW LW

3KDVH , UBWXG\ (VFDODWLRQU DQG 3KDVH , ([SDQVLRQ UBWXG\ ([SDQVLE

‘H DUH FRQGXFWLQJ D 3KDVH , FOLQLFDO WULDO RI 1%7;5 DFWLYDWHG E\ LQW
ZLWK ORFDOO\ DGYDQFHG VTXDPRXV FHOO FDUFLQRPD RI WKH RUDO FDYLW\ R
IURQWOLQH FKHPRWKHUDS\ GUXJ IRU DGYDQFHG KHDG DQG QHFN FDQFHUV RU

XVHG DV SDUW RI WDUJHWHG FDQFHU WKHUDS\ LQ KHDG DQG QHFN FDQFHUV

EHHQ GHWHUPLQHG LQ WKH BWXG\ (VFDODWLRQ :H DUH LQ WKH SURFHVV R
WULDO DW WKH 53 ' 7KH 6WXG\ ([SDQVLRQ LV EHLQJ FRQGXFWHG DW VLW
DGPLQLVWHUHG GRVDJH ZDV HVFDODWHG ZLWK SDWLHQWV UHFHLYLQJ DQ
PRGXODWHG UDGLDWLRQ WKHUDS\ *\ LQ WRWDO RU *\ SHU GD\ ILYH GD\V D
VWDQGDUG PHGLFDO SUDFWLFH FRPPHQFLQJ RQH WR ILYH GD\V DIWHU 1%7;5 L
7KH SULPDU\ HQGSRLQW RI 6WXG\ (VFDODWLRQ ZDV WR HYDOXDWH WKH
UHFRPPHQGHG 3KDVH ,, GRVH RI 1%7;5 DFWLYDWHG E\ UDGLRWKHUDS\ DQG W
([SDQVLRQ DUH WR FRQILUP WKDW WKH UHFRPPHQGHG GRVH LV VDIH DQG WR
REVHUYLQJ WKH REMHFWLYH UHVSRQVH UDWH DQG FRPSOHWH UHVSRQVH UDW
5(&,67

7KH VHFRQGDU\ HQGSRLQWYV RI ERWK SKDVHV ZHUH WR HYDOXDWH WKH VDIHW
RYHUDOO UHVSRQVH UDWH DQG WKH FRPSOHWH UHVSRQVH UDWH EDVHG RQ W
DQG JHQHUDO 3)6 DVVHVV WKH IHDVLELOLW\ RI ORFDO DGPLQLVWUDWLRQ E\ L«
WKH ERG\ NLQHWLFV RI 1%7;5 DGPLQLVWHUHG E\ LOQOWUDWXPRUDO LQMHFWLRQ

8QGHU WKH 5(&,67 FULWHULD L FRPSOHWH UHVSRQVH RU &5 UHIHUV WR
SDUWLDO UHVSRQVH RU 35 UHIHUV WR D GHFUHDVH RI DW OHDVW RI WDUJF
&5 DQG 35 WDNHQ WRJHWKHU LY SURJUHVVLYH GLVHDVH RU 3' UHIHUV WR C
WKH DSSHDUDQFH RI RQH RU PRUH QHZ OHVLRQV Y VWDEOH GLVHDVH RU 6
TXDOLI\ IRU 35 EXW DOVR D ODFN RI VXIILFLHQW LQFUHDVH WR TXDOLI\ IRU 3°
OHVLRQV WKDW VWLOO UHTXLUH D FRQILUPDWRU\ VFDQ DW D VXEVHTXHQW WLP
'RVH (VEDODWLRQ 5HVXOWYV

3KDVH , (VFDEDMWQUIRMLDOO\ SUHVHQWHG SUHOLPLQDU\ HIILFDF\ DQG VDIHW\ U
JHEUXDU\ DW WKH 0OXOWLGLVFLSOLQDU\ +HDG DQG 1HFN &DQFHUV 6\PSRVL)
FRQGXFWHG WKURXJK $SULO 1%7;5 ZDV ZHOO WROHUDWHG LQ WKH WULDC
DV HTXLYDOHQW WR RI WXPRU YROXPH 3UHOLPLQDU\ UHVXOWYV LQFOXGHG
DGYHUVH HYHQWY UHODWHG WR 1%7;5 REVHUYHG DQG IHDVLELOLW\ RI LQMHF
ZLWK QR OHDNDJH WR VXUURXQGLQJ KHDOWK\ WLVVXHV
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7KH IROORZLQJ JUDSKLF GHSLFWV VKULQNDJH RI WKH WXPRU LQ D UHSUHVH(
WUHDWPHQW 7KH WXPRU FRQWLQXHG WR VKULQN DIWHU WKH HQG RI WUHDWP|
DW VHYHQ PRQWKYV

$V RI $SULO QLQH RXW RI WKH RU HYDOXDEOH SDWLHQWYV ZKR UHFI
UDGLRWKHUDS\ KDG DFKLHYHG D FRPSOHWH UHVSRQVH RI WKH LQMHFWHG O
FRPSOHWH UHVSRQVH LQFOXGLQJ QRQ LQOMHFWHG OHVLRQV ZDV REVHUYHG L
UHVSRQVH UDWH ZDV REVHUYHG LQ RlI WKH SDWLHQWV RU 21 WKH VHY
GRVHV RI 1%7;5 SOXV UDGLRWKHUDS\ DQG ZHUH DOLYH DW WKH PRQWK FXW
PRQWKYV IROORZLQJ WUHDWPHQW 21 WKH HYDOXDEOH SDWLHQWY UHFHLYLQJ

DQG QLQH SDWLHQWV RU DFKLHYHG D FRPSOHWH UHVSRQVH RI WK
SDWLHQWY UHPDLQV RQJRLQJ :H DUH HQFRXUDJHG E\ WKH SUHOLPLQDU\ UHVX
WR H[WHQG VXUYLYDO DQG LPSURYH TXDOLW\ RI OLIH LQ WKLY DGYDQFHG FDQ
IROORZ XS GDWD RI WKH WUHDWHG SDWLHQWY DW WKH YDULRXV 1%7;5 GRVH
W\SH RI FDQFHU WXPRU JUDGH DJH DQG KXPDQ SDSLOORPD YLUXV VWDWXYV IR

SDWLHQW )ROORZ XS LQ 6WXG\ (VFDODWLRQ /RFDOM $GYDQFHG +HDG DQG 11|
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7KH IROORZLQJ FKDUW VKRZV WKH EHVW REVHUYHG UHVSRQVH IURP EDVHOLQH

SDWLHQWVx %HVW 5HVSRQVH LQ 6WXG\ (VEDODWLRQ /RFDOO\ $GYDQFHG +HD

'RVH ([SDQVLRQ 5HVXOWYV

3KDVH , ([SDTRH RIPSDQVLRQ FRKRUW XWLOL]HV WKH KLJKHVW GRVH OHYHO
SRWHQWLDOO\ VWUHQJWKHQ SUHOLPLQDU\ HIILFDF\ GDWD IURP WKDW LQLWLDO

‘H SUHVHQWHG SUHOLPLQDU\ HIILFDF\ DQG VDIHW\ UHVXOWYV IURP 6WXG\ (
PHHWLQJ RI WKH $PHULFDQ 6RFLHW\ IRU 5DGLDWLRQ 2QFRORJ\ U$6752U $V R
UHFHLYHG 1%7;5

$PRQJ WKH HYDOXDEOH SDWLHQWY RYHUDOO UHVSRQVH UDWH DFFRUGLQJ W

FRQVLVWLQJ RI SDWLHQWYV ZLWK RYHUDOO FRPSOHWH UHVSRQVH DQ
7KH RWKHU ILYH SDWLHQWYV ZHUH FRQVLGHUHG WR KDYH RYHUDOO VWDE
SDWLHQWYV KDG DFKLHYHG D FRPSOHWH UHVSRQVH RI WKH LQMHFWHG OH

ILYH PRQWKYV VLQFH DGPLQLVWUDWLRQ RI 1%7;5 $PRQJ SDWLHQWYV ZLWK R
QHJDWLYH +39 VWDWXV REMHFWLYH UHVSRQVH UDWH RI WKH WDUJHW OHVLR

SDWLHQWYV ZLWK FRPSOHWH UHVSRQVH DQG SDWLHQW ZLWK SDUWLDO U
RURSKDU\QJHDO KHDG DQG QHFN FDQFHU SDWLHQWV ZLWK SRVLWLYH +39 VWD
ZDV RXW RI SDWLHQWYV FRQVLVWLQJ RI SDWLHQWYV ZLWK FRPSOHWH

SDWLHQWY DUH HDUO\ LQ WKHLU IROORZ XS WKHUH LV SRWHQWLDO IRU WKH U
RI WLPH DV VHHQ LQ WKH GRVH HVFDODWLRQ SDUW )LQDO UHVXOWYVY PLJKW GL

7KH IROORZLQJ FKDUW VKRZV WKH EHVW REVHUYHG UHVSRQVH IURP EDVHOLQ
$XIXVW

1RWH (YDOXDEOH 3RSXODWLRQ IRU 2EMHFWLYH 7XPRU 5HVSRQVH KDV LQFOXG
WKH LOWHQGHG LQWUDWXPRUDO GRVH RI 1%7;5 DQG *\ Rl ,057 DQG WKH UHT
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WDUJHW OHVLRQV DVVHVVPHQWY DW EDVHOLQH DQG DW OHDVW RQFH SRVW
ERWWRP RI WKH JUDSK LQ PRQWKY HODSVHG VLQFH 1%7;5 DGPLQLVWUDWLRQ

'"HSHQGLQJ RQ WKH IDYRUDELOLW\ RI WKH ILQDO 6WXG\ ([SDQVLRQ GDWD
UHJXODWRU\ SURFHVV LQ WKH (8

1%7;5 KDV FRQWLQXHG WR EH ZHOO WROHUDWHG LQ 6WXG\ (ISDQVLRQ 2QH
WRQJXH ZDV GHHPHG WR EH UHODWHG WR WKH LQMHFWLRQ RQH 6$( RI D VZR(
WKH LQOMHFWLRQ DQG WKH DGPLQLVWUDWLRQ RI 1%7;5 DQG WZR 6$(V PXFRV
UHODWHG WR UDGLRWKHUDS\ ZHUH REVHUYHG DQG FRQVLGHUHG WR EH UHOD)
DGYHUVH HYHQWV $(V DQG 6$(V DUH VHW IRUWK LQ WKH WDEOH EHORZ

,QFOXGHVY HYHQWY GHHPHG WR EH XQUHODWHG WR WUHDWPHQW VXFK DV HY
GLVHDVH

7KUHH SDWLHQWYV LQ WKH WULDO GLHG DV D UHVXOW RI WKH UDGLRWKHUDS\ R/
GXH WR QRQ RQFRORJLF RU RWKHU UHDVRQV 1RQH ZHUH GHHPHG WR EH UHOD)

/ILYHU &DQFHUV

$FFRUGLQJ WR WKH :RUOG +HDOWK 2UJDQL]DWLRQ OLYHU FDQFHU LV FXUUHQW
LQ WKH ZRUOG DQG LV HVWLPDWHG WR KDYH FDXVHG RYHU GHDWKYV LQ
WKDW LQ LQ WKH 8QLWHG 6WDWHYV SHRSOH ZRXOG EH GLDJQRVHG ZLW
RI WKH GLVHDVH ,Q (XURSH DQ HVWLPDWHG SDWLHQWYV GLH RI OLYHU FD
SDWLHQWY ZLWK ORFDOL]J]HG OLYHU FDQFHU LV DSSUR[LPDWHO\ RQFH WKH F
VXUYLYDO UDWH GURSV WR DSSUR[LPDWHO\

7ZR W\SHV RI OLYHU FDQFHU DUH KHSDWRFHOOXODU FDUFLQRPD U+&&U w
VHFRQGDU\ OLYHU FDQFHU RU OLYHU PHWDVWDVLVY ZKLFK RFFXUV ZKHQ FDQF
OLYHU 6XUJLFDO UHVHFWLRQ LV RIWHQ QRW DQ RSWLRQ IRU SDWLHQWYV ZLWE
SDWLHQWYV VXIIHULQJ IURP +&& RU OLYHU PHWDVWDVHV W\SLFDOO\ KDYH X
PDOLJQDQFLHY ORFDO DQG VA\WVWHPLF WUHDWPHQW RSWLRQV DUH IHZ LQ QXPE
UDGLDWLRQ WKHUDS\ U6%570 OD KLJK SUHFLVLRQ UDGLDWLRQ WKHUDS\ GH
SUHYDOHQW DOWHUQDWLYH WKHUDS\ WKDW KDV EHHQ VKRZQ WR LPSURYH RX
wuLDOV KDYH REVHUYHG D GLUHFW FRUUHODWLRQ EHWZHHQ KLJKHU GRVHV R
6%57 GRVDJH LV OLPLWHG GXH WR SRWHQWLDO WR[LFLW\ WR VXUURXQGLQJ WI
FOLQLFDO WULDO GHVFULEHG EHORZ HYDOXDWHG 1%7;5 LQ SDWLHQWV ZLWK
ZKHQ VWDQGDUG FDUH SURWRFROV HLWKHU FRXOG QRW EH XVHG RU GLG Q
DGPLQLVWHUHG 6%57 GRVH ZLWKLQ WKH WXPRU LWVHOI ZLWKRXW FDXVLQJ D(
DQG FDXVLQJ PRUH HIIHFWLYH WXPRU GHVWUXFWLRQ ZH EHOLHYH 1%7;5 F
SRSXODWLRQ

3KDVH , ,, 7ULDO 'HVLJQ UBWXG\ 0]

‘H FRPSOHWHG D 3KDVH , RI D 3KDVH , ,, FOLQLFDO WULDO WR HYDOXDWH WEK
FDQFHUV 7KH 3KDVH , WULDO ZDV FRQGXFWHG DW VL[ VLWHV LQ WKH (8 )RU
UHFUXLWHG SDWLHQWYV GLYLGHG LQ WZR VXEJURXSY SDWLHQWYV ZLWK SULP
OLYHU FDQFHU OLYHU PHWDVWDVHYV

7KH HQGSRLQW RI WKH 3KDVH , SDUW RI WKH WULDO ZDV WR GHWHUPLQH WKF
HDUO\ VLJQV RI DQWL WXPRU DFWLYLW\ ,Q WKLV SRUWLRQ RI WKH WULDO ¢
1%7;5 DW LQFUHDVLQJ GRVH OHYHOV LQ HDFK FDVH DFWLYDWHG E\ 6%57
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S5HVYXOWYV

)LOQDO GDWD ZLWK UHVSHFW WR WKH 3KDVH , SDUW RI 6WXG\ ZDV SUHVHQWH
$PHULFDQ 6RFLHW\ IRU 5DGLDWLRQ 2QFRORJ\ $6752 DQG LQ -DQXDU\
*DVWURLQWHVWLQDO &DQFHUV 6\PSRVLXP $6&2 *,

5HVXOWYV IURP WKH 3KDVH , SDUW RI 6WXG\ VKRZHG IHDVLELOLW\ RI LQMHFW

DQG ZLWK QR OHDNDJH WR VXUURXQGLQJ KHDOWK\ WLVVXHV 2
GHHPHG WR EH UHODWHG WR 1%7;5 DQG QR GRVH OLPLWLQJ WR[LFLWLHV ZHU
53 ' KDV EHHQ VHW DW

,Q SDWLHQWY HYDOXDEOH IRU HIILFDF\ HDUO\ GDWD VKRZHG D WDUJHW OHV|
+&& SDWLHQWY DQG D WDUJHW OHVLRQ REMHFWLYH UHVSRQVH UDWH RI LQ

JRU +&& SDWLHQWY SUHOLPLQDU\ UHVXOWY VKRZHG WKDW RXW RI HOHYHQ HY
DQG ILYH RI WKH HOHYHQ SDWLHQWYV UHDFKHG FRPSOHWH UHVSRQVH

'"HWDLOV IRU WKH WRWDO +&& SDWLHQWY HQUROOHG LQ 6WXG\ DUH VHW IR

1RWH 3DWLHQWYV DUH UHFUXLWHG DW GLIITHUHQW SRLQWYV LQ WLPH GXULQJ W
KDYH UHFHLYHG WKH ORZHVW DPRXQW RI IROORZ XS

,Q WKH PHWDVWDWLF VHWWLQJ RXW RI WKH VHYHQ SDWLHQWY HYDOXDWHG IR
DQG WZR SDWLHQWYV SUHVHQWHG VWDEOH GLVHDVH ,Q WKH PHWDVWDWLF VHW
ILYH SDWLHQWY SUHVHQWHG D SDUWLDO UHVSRQVH DQG WZR SDWLHQWY SUHV|

‘H EHOLHYH WKHVH UHVXOWYV VXJJHVW PHDQLQJIXO SRWHQWLDO WR DGGUHV)
WASLFDOO\ HIWUHPHO\ SRRU SURJQRVLV S$OWKRXJK WKLV GDWD LV SUHOLPLQD
1%7;5 DFURVV PXOWLSOH VROLG WXPRU LQGLFDWLRQV

7KH IXUWKHU GHYHORSPHQW LQ WKLV LQGLFDWLRQ LQFOXGLQJ WKH QH[W VW
WKH ODXQFK RI 1$125$<

SURVWDWH FDQFHU

%DENJURXQG DQG 2SSRUWXQLW\

SURVWDWH FDQFHU LV WKH VHFRQG OHDGLQJ FDXVH RI GHDWK IURP FDQFHU D
WKH 8QLWHG 6WDWHV LQ PHQ 7KH $PHULFDQ &DQFHU 6RFLHW\ HVWLPDWHYV WHK

SHRSOH ZLOO EH GLDJQRVHG ZLWK SURVWDWH FDQFHU DQG DSSUR[LPDW!I
:RUOGZLGH WKHUH ZHUH DSSUR[LPDWHO\ PLOOLRQ QHZ FDVHV LQ 30
UHJLRQDOL]J]HG SURVWDWH FDQFHU EXW IRU SURVWDWH FDQFHU WKDW KDV VSl
UDWH LV DSSUR[LPDWHO\

$FKLHYLQJ ORFDO FRQWURO LV NH\ IRU WUHDWPHQW RI SURVWDWH FDQFHU W
GLVHDVH 3URVWDWH FDQFHU SDWLHQWYV W\SLFDOO\ UHFHLYH RQH RI WZR I}
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FRPELQHG ZLWK (%57 7KLUG SDUW\ FOLQLFDO GDWD KDV VKRZQ WKDW UDGLR
UDGLDWLRQ GRVH GHOLYHUHG VLJQLILFDQWO\ LPSURYHV ORFDO FRQWURO
PHWDVWDVLV

3KDVH , ,, 7ULDO 'HVLJQ UBWXG\ U
‘H LQLWLDWHG D 3KDVH , ,, FOLQLFDO WULDO RI 1%7;5 WR HYDOXDWH WKH VD]
WXPRUV UHVXOWLQJ IURP SURVWDWH FDQFHU 6WXG\ HQUROOHG SDWLHQW)

ZKR ZHUH HOLJLEOH WR UHFHLYH RQH RI WZR UDGLRWKHUDS\ VWDQGDUGV RI |
HYDOXDWHG 1%7;5 LQ FRQMXQFWLRQ ZLWK (%57 GHOLYHUHG DV LQWHQVLW\ P
HYDOXDWHG 1%7;5 LQ FRPELQDWLRQ ZLWK EUDFK\WKHUDS\ DQG (%57

7KH WULDO DGPLQLVWHUHG 1%7;5 WR ILYH SDWLHQWYV LQ 3KDVH , 1R 6$(V ZHU

7KH SULPDU\ HQGSRLQWYV Rl WKH 3KDVH , GRVH HVFDODWLRQ WULDO ZHUH WR (
DQG HDUO\ GRVH OLPLWLQJ WR[LFLWLHV RI 1%7;5 DFWLYDWHG E\ (%57 RU E\ E
VLIQV RI DQWL WXPRU DFWLYLW\ 7KH VHFRQGDU\ HQGSRLQWYV ZHUH WR HYDO)
HYDOXDWH WKH FRPSOHWH UHVSRQVH UDWH RI 1%7;5 HYDOXDWH WKH ORFDO
WKH IHDVLELOLW\ Rl ORFDO 1%7;5 DGPLQLVWUDWLRQ E\ LQWUDWXPRUDO LQM
DFWLYDWLRQ E\ LOWHQVLW\ PRGXODWHG UDGLDWLRQ WKHUDS\

‘H KDYH VWRSSHG WKLV WULDO DV ZH IRFXV RQ DGYDQFLQJ WKH GHYHORSPFH
DGYDQFHG KHDG DQG QHFN FDQFHUV +RZHYHU ZH FRQWLQXH WR HYDOXDWH
RYHUDOO GHYHORSPHQW SURJUDP IRU 1%7;5 LQ WKH WUHDWPHQW RI VROLG W]

3DQFUHDWLF FDQFHU 0' $QGHUVRQ 7ULDO

%DENJURXQG DQG 2SSRUWXQLW\

S3DQFUHDWLF FDQFHU LV D UDUH GHDGO\ GLVHDVH :RUOGZLGH WKHUH ZHUH
*LYHQ WKDW VXUJHU\ ZLWK 5 UHVHFWLRQ L H PDFURVFRSLFDOO\ FRPSOHW
VXUJLFDO PDUJLQV UHPDLQV WKH RQO\ KRSH IRU ORQJ WHUP VXUYLYDO FOLC
VWUDWHILHYV ZKHUHLQ SDWLHQWY UHFHLYH DQWL FDQFHU GUXJV RU UDGLDW
SRSXODWLRQ ZKLOH DOVR LQFUHDVLQJ WKH 5 UHVHFWLRQ UDWH $FFRUGLQJ
SDQFUHDWLF FDQFHU FRPELQHG WKH RQH \HDU UHODWLYH VXUYLYDO UDWH LV

,Q VXSSRUW Rl WKH UDWLRQDOH IRU QHRDGMXYDQW WKHUDS\ D UHWURVSHFW
SDQFUHDWLF GXFWDO DGHQRFDUFLQRPD U3'$&0 SDWLHQWV ZKR XQGHUZHQW
WR WKH LQFUHDVHG SURSRUWLRQ Rl ERUGHUOLQH UHVHFWDEOH SDQFUHDWLF
VXUJHU\ DV D UHVXOW Rl QHRDGMXYDQW LQWHUYHQWLRQ ,PSRUWDQWO\ W]
SDQFUHDWLF FDQFHU U/$3&0 SDWLHQWV EHLQJ FRQVLGHUHG IRU VXUJLFDO
*LYHQ WKH SRRU SURJQRVLV RI 3'$& WKHUDSHXWLF UHJLPHQV DEOH WR LQF
SDWLHQWY HOLJLEOH IRU VXUJHU\ FRXOG LPSURYH VXUYLYDO RXWFRPHV LQ WK
3KDVH , 7ULDO 'HVLJQ

7KH WULDO LV DQ RSHQ ODEHO VLQJOH DUP SURVSHFWLYH SKDVH , VWXG\ |
GHWHUPLQH WKH 53 ' DQG LL H[SDQVLRQ DW 53"

7TKH SDWLHQW SRSXODWLRQ ZLOO LQFOXGH DGXOWV DJH 9 \HDUV ZLWK %
PHWDVWDWLF DW VFUHHQLQJ DQG WKDW KDYH QRW SUHYLRXVO\ UHFHLYHG U
7KH QXPEHU RI SDUWLFLSDQWYVY HQUROOHG ZLOO EH GHWHUPLQHG EDVHG RQ
53 "' 8S WR VXEMHFWY ZLOO EH HQUROOHG LQFOXGLQJ D PD[LPXP RI WZHO\)
SDUW 7ZHOYH DGGLWLRQDO VXEMHFWYV ZLWK HLWKHU /$3& RU %53& ZLOO EH H(

(QUROOPHQW KDV FRPPHQFHG DQG WKH SODQQHG HQUROOPHQW SHULRG LV
LQ 6HSWHPEHU 7KH REMHFWLYHV Rl WKH VWXG\ DUH WKH GHWHUPLQDWLRQ
GRVH DQG WKH 53

/XQJ FDQFHU 0' $QGHUVRQ 7ULDO

%DENJURXQG DQG 2SSRUWXQLW\

$FFRUGLQJ WR WKH :RUOG +HDOWK 2UJDQL]DWLRQ OXQJ FDQFHU LV FXUUHQW(C
ZRUOG DQG LV HVWLPDWHG WR KDYH FDXVHG RYHU GHDWKYV LQ $FFR

LW LV HVWLPDWHG WKDW WKHUH ZLOO EH DSSUR[LPDWHO\ QHZ FDVH
6WDWHY ,W LV HVWLPDWHG WKDW LQ WKH 8QLWHG 6WDWHYVY WKHUH ZLOO EH D¢
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1RQ VPDOO FHOO OXQJ FDQFHU 16&/& LV WKH PRVW FRPPRQ W\SH RI OXQJ FD(
GLDJQRVHV 7KH ILYH \HDU UHODWLYH VXUYLYDO UDWH IRU 16&/& DW DOO VWDJ

3KDVH , 7ULDO 'HVLJQ UBWXG\ 0

7KH WULDO LV DQ RSHQ ODEHO WZR FRKRUW SURVSHFWLYH SKDVH , VWXG\ FR
OHDG LQ DQG 1%7;5 DFWLYDWHG E\ UDGLDWLRQ WKHUDS\ GRVH ILQGLQJ WR G
ZLWK WR[LFLW\ PRQLWRULQJ

7KH SDWLHQW SRSXODWLRQ ZLOO LQFOXGH DGXOWV DJH 9 ZLWK LQRSHUDE
OXQJ FDQFHU 16&/& VWDJH ,$ WR ,,,& WKDW DUH UDGLRJUDSKLFDOO\ QRQ Pl
UHFHLYHG GHILQLWLYH UDGLDWLRQ WKHUDS\ 7KH QXPEHU RI SDUWLFLSDQWYV |
QXPEHU UHTXLUHG WR HVWDEOLVK WKH 53 ' &RKRUW ZLOO HYDOXDWH WKH
U,0570 PRQRWKHUDS\ LQ SDWLHQWY XVLQJ DQ DSSURDFK VLPLODU WR D
VDIH FRKRUW ZLOO WHVW WKDW UHJLPHQ ZLWK 1%7;5 DFWLYDWHG E\ ,057 $(
WR KDYH H[FHVVLYH WR[LFLW\ D *\ LQ IUDFWLRQV UHJLPHQ ZLOO EH XVHG
WR VXEMHFWY ZLOO EH HQUROOHG LQ FRKRUW LQFOXGLQJ D PD[LPXP RI
DGGLWLRQDO VXEMHFWYVY ZLOO EH HQUROOHG IRU WKH 1%7;5 53 ' H[SDQVLRQ

7KH )'$ KDV LQGLFDWHG WKDW RXU 3KDVH , FOLQLFDO WULDO RI 1%7;5 ZLWK
UHFHLYLQJ UH LUUDGLDWLRQ PD\ SURFHHG 7KH VWXG\ LV H[SHFWHG WR ODX
HQUROOPHQW SHULRG LV PRQWKYV

(VRSKDJHDO &DQFHU 0' $QGHUVRQ 7ULDO

%DFEFNJURXQG DQG 2SSRUWXQLW\

$FFRUGLQJ WR WKH :RUOG +HDOWK 2UJDQL]DWLRQ HVRSKDJHDO FDQFHU LV FX
GHDWK LQ WKH ZRUOG DQG LV HVWLPDWHG WR KDYH FDXVHG RYHU GHD
HVWLPDWHV WKDW LQ LQ WKH 8QLWHG 6WDWHV WKHUH ZLOO EH DSSURII
GLDIJQRVHG DQG DSSUR[LPDWHO\ GHDWKY GXH WR HVRSKDJHDO FDQFHU
HVRSKDJHDO FDQFHU DW OHDVW ILYH \HDUV DIWHU GLDJQRVHYV

3KDVH , 7ULDO 'HVLJQ UBWXG\ O

7KLV WULDO LV DQ RSHQ ODEHO VLQJOH DUP SURVSHFWLYH SKDVH , VWXG\
GHWHUPLQH WKH 53 " RI 1%7;5 DFWLYDWHG E\ UDGLRWKHUDS\ ZLWK FRQFXUL
53 "' ZLWK WR[LFLW\ PRQLWRULQJ

7TKH SDWLHQW SRSXODWLRQ ZLOO LQFOXGH DGXOWYV DJH ! \HDUV ZLWK VWD
WUHDWPHQW QD YH DQG UDGLRJUDSKLFDOO\ QRQ PHWDVWDWLF DW VFUHHQL
GHWHUPLQHG EDVHG RQ WKH PD[LPXP QXPEHU UHTXLUHG WR HVWDEOLVK WK
WKHUDS\ 8S WR VXEMHFWY ZLOO EH HQUROOHG LQFOXGLQJ D PD[LPXP RI
DGGLWLRQDO VXEMHFWY ZLOO EH HQUROOHG IRU WKH 53 ' H[SDQVLRQ
(QUROOPHQW KDV FRPPHQFHG DQG WKH SODQQHG HQUROOPHQW SHULRG LV
LQ -DQXDU\ 7KH REMHFWLYHV RI WKH VWXG\ DUH WKH GHWHUPLQDWLRQ RI
GRVH DQG 53"

,PPXQR 2QFRORJ\ 0, 2U 3URJUDP 7ULDOV

%DENJURXQG DQG 2SSRUWXQLW\

,Q UHFHQW \HDUV VLJQLILFDQW DWWHQWLRQ KDV EHHQ IRFXVHG RQ WKH S
FKHFNSRLQW LQKLELWRUV &KHFNSRLQW LQKLELWRUV DUH D W\SH RI LPPXQRW
LPPXQH V\VWHP IURP DWWDFNLQJ FDQFHU FHOOV ,Q GRLQJ VR WKH\ HQDEOH \
RWKHUZLVH EH LQYLVLEOH WR LPPXQH DWWDFN +RZHYHU PDQ\ WXPRUV ZKLF
RU QR UHVSRQVH WR FKHFNSRLQW LQKLELWLRQ

&DQFHU LPPXQRWKHUDS\ LV EHFRPLQJ D PDMRU WUHDWPHQW SDUDGLJP IRU D
HVSHFLDOO\ WKH XVH RI LPPXQH FKHFNSRLQW LQKLELWRUV KDV DFKLHYHG F
UHVLVWDQFH WR , 2 WUHDWPHQWY ,Q IDFW SXEOLVKHG VFLHQWLILF GDWD VKF
SDWLHQWYV DQG Rl KHDG DQG QHFN VTXDPRXV FHOO FDUFLQRPD SDWL
LQKLELWRUV ‘H EHOLHYH WKDW 1%7;5 DFWLYDWHG E\ UDGLRWKHUDS\ LQ FRPE
WKH SRWHQWLDO WR XQORFN WKH SRWHQWLDO RI , 2 WUHDWPHQWYVY E\ FRQ
UHVSRQGHUYV
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6XSSRUWLQJ 5DWLRQDOH IRU , 2 7TUHDWPHQW $SSURDEFK

2XU SUHFOLQLFDO DQG HDUO\ FOLQLFDO WULDO UHVXOWYV VXJIJHVW WKDW 1%7
UHVSRQVH WKHUHE\ UHQGHULQJ RWKHUZLVH FROG WXPRUV PRUH SURQH WR U
WKHUHIRUH PRUH UHVSRQVLYH WR , 2 WUHDWPHQWYV VXFK DV FKHFENSRLQW LQK
OOFROGxx WXPRU WR EHFRPH OOKRW xx

,Q SUHFOLQLFDO H[SHULPHQWYV ZH REVHUYHG 1%7;5 DFWLYDWHG E\ UDGLRW
UDGLRWKHUDS\ DORQH OHDGLQJ WR WKH UHOHDVH RI D JUHDWHU QXPEHU RI
H[SHULPHQWY SHUIRUPHG RQ GLIIHUHQW KXPDQ FDQFHU FHOO OLQHV ZH RE
HQKDQFH WKH H[SUHVVLRQ RI PDUNHUV RI LPPXQRJHQLF FHOO GHDWK DV ZHO(
FRPSRQHQW RI WKH LPPXQH V\VWHP WKDW GHWHFWVY WXPRU GHULYHG '1%$ DQ
7TKHVH UHVXOWYV VXJJHVW WKDW 1%7;5 DFWLYDWHG E\ UDGLRWKHUDS\ FRXOG
FHOOYV

‘H DOVR REVHUYHG 1%7;5 DFWLYDWHG E\ UDGLRWKHUDS\ LQ YLYR JHQHUDWH
PHWDVWDVHYV EXUGHQ RXWVLGH WKH LUUDGLDWHG DUHD 7KLV DEVFRSDO HI
O\PSKRF\WH LQILOWUDWHY 7 O\PSKRF\WHV WKDW ZRUN WR NLOO PDOLJQDQW
LQGXFHG E\ 1%7;5 DFWLYDWHG E\ WKH UDGLRWKHUDS\

,Q RXU 3KDVH ,, ,,, ORFDOO\ DGYDQFHG 676 FOLQLFDO WULDO EDVHG RQ LPPX
1%7;5 DFWLYDWHG E\ UDGLRWKHUDS\ LQFUHDVHG WKH GHQVLW\ RI &' 7 FHOO
7UHJ UHJXODWRU\ 7 FHOOV WKDW ZRUN WR VXSSUHVV LPPXQH UHVSRQVH F|
ZKLOH PDFURSKDJH QXPEHU UHPDLQHG UHODWLYHO\ FRQVWDQW

,Q ODUFK UHVHDUFKHUV IURP RXU FROODERUDWRU 0' $QGHUVRQ VKDUHG

WKH $PHULFDQ $VVRFLDWLRQ RI &DQFHU 5HVHDUFK $$&5 9LUWXDO 6SHFLDC
OHGLFLQH 7KLV VWXG\ H[DPLQHG 1%7;5 DFWLYDWHG E\ UDGLRWKHUDS\ LQ FR
DQG /$* LQKLELWRUV LQ DQ LQ YLYR DQWL 3 UHVLVWDQW PRXVH PRGHO 6 4
WKHUDS\ RI 1%7;5 UDGLRWKHUDS\ DQWL 3' DQWL /$* DQWL 7,*,7 &RPER
SUROLIHUDWLRQ DFWLYLW\ RI & 7 FHOOV LPSURYHG ORFDO DQG GLVWDQW W
WXPRU HIILFDF\ RI WKH &RPER WKHUDS\ ZzDV KHDYLO\ GHSHQGHQW RQ &' DQG
FXUHG PLFH PDLQWDLQHG VLIQLILFDQWO\ KLJKHU SHUFHQWDJHV RI PHPRU\ &'

WXPRU LPPXQH DFWLYLWLHVY WKDQ FRQWURO DQG WKRVH IURP WKH JURXSV WL
LOQMHFWLRQV RI WXPRU FHOOV )XUWKHU LQ WKLV SUHFOLQLFDO VWXG\ WKH .
LUUDGLDWHG DQG XQLUUDGLDWHG DEVFRSDO WXPRUV

7TRIHWKHU WKHVH GDWD VXJJHVW WKDW 1%7;5 DFWLYDWHG E\ UDGLRWKHUD
LPPXQH UHVSRQVH DQG WUDQVIRUP WKH WXPRU LQWR DQ LQ VLWX YDFFLQH Z]
SURJUDP

$GGLWLRQDO 'HYHORSPHQW LQ , 2 ZLWK 0' $QGHUVRQ

7KHUH DUH FXUUHQWO\ WKUHH FOLQLFDO WULDOV DV SDUW RI RXU , 2 SURJUDP

L D 3KDVH ,, WULDO Rl UHLUUDGLDWLRQ ZLWK 1%7:5 FRPELQHG ZLWK DQWL
DQG QHFN FDQFHU DQG LL D 3KDVH ,, WULDO IRU 1%7:5 IRU UHFXUUHQW PH\
H[SUHVVLRQ HDFK RI ZKLFK WKH )'$ KDV LQGLFDWHG PD\ SURFHHG 7KH WKLUC
DQWL &7/$ DQG DQWL 3' RU 3'7° IS©@SWWDBOMRSEZOWK DGYDQFHG VROLG WXP
PHWDVWDVHV LV LQ WKH HDUO\ VWDJHV Rl WKH UHJXODWRU\ UHYLHZ SURFHVV

+16&& /XQJ OHWDVWDVLV RU /LYHU OHWDVWDVLYV

3KDVH , %DVNHW 7ULDO 'HVLJQ UBWXG\ 0

‘H LQLWLDWHG D 3KDVH , SURVSHFWLYH PXOWL FHOQWHU RSHQ ODEHO QRQ U|
HIILFDF\ Rl 1%7;5 DFWLYDWHG E\ UDGLDWLRQ WKHUDS\ FRPELQHG ZLWK DQW
SHPEUROL]XPDE 7KH WULDO ZLOO LQFOXGH WKUHH SDWLHQW SRSXODWLRQV
RU PHWDVWDWLF KHDG DQG QHFN VTXDPRXV FHOO FDUFLQRPD DPHQDEOH V
PHWDVWDVHV IURP DQ\ SULPDU\ FDQFHU HOLJLEOH IRU DQWL 3' WKHUDS\ U/X
SULPDU\ FDQFHU HOLJLEOH IRU DQWL 3 WKHUDS\ U/LYHU OHWDVWDVHV &R
FRQVHFXWLYH SKDVHVY GRVH HVFDODWLRQ IROORZHG E\ GRVH H[SDQVLRQ 7K
UHFRPPHQGHG 3KDVH ,, GRVH RI 1%7;5 DFWLYDWHG E\ UDGLRWKHUDS\ LQ FRF
RQJRLQJ DQG LV EHLQJ FRQGXFWHG DW VLWHV LQ WKH 8QLWHG 6WDWHV Z
SDWLHQWYVY LQ WKH WULDO

7KH GRVH HVFDODWLRQ SKDVH LV EDVHG RQ D FODVVLFDO GHVLJQ PHDQLQJ
WKH LQLWLDO GRVH OHYHO ZLWK WUHDWPHQW HVFDODWHG WR WKH QH[W
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RFFXUUHQFHVY LQ RUGHU WR LGHQWLI\ WKH DSSURSULDWH GRVH RI 1%7;5 WR
EH HVFDODWHG EXW WKH DQWL 3" DQWLERG\ GRVH ZLOO UHPDLQ FRQVWDQW

3ULPDU\ DQG VHFRQGDU\ HQGSRLQWYV ZLOO GHWHUPLQH WKH UHFRPPHQGHG
UDGLRWKHUDS\ DQG HYDOXDWH VDIHW\ DQG HIILFDF\ ZKLOH H[SORUDWRU\ HQ
LOQGXFHG JHQH H[SUHVVLRQ LQFOXGLQJ HQULFKHG F\WRNLQH DFWLYLW\ DQG F
UHFHSWRU VLJQDOLQJ SDWKZD\V

S5HVYXOWYV

‘H SUHVHQWHG ILUVW FOLQLFDO UHVXOWYV IURP 6WXG\ DW WKH 6,7& WK
UHVXOWY VXJIJHVW WKDW 1%7;5 DGPLQLVWUDWLRQ KDV EHHQ IHDVLEOH DQG Z
6WXG\ 7XPRU UHJUHVVLRQ ZDV REVHUYHG LQ HLJKW RI QLQH SDWLHQWYV L

H[KLELWHG UHVLVWDQFH WR DQWL 3 7KUHH RXW RI VHYHQ SDWLHQWYV ZKR H|
RYHUDOO SDUWLDO UHVSRQVH )RXU RI WKH VHYHQ SULRU DQWL 3 QRQ UHVS
IRXU SDWLHQWY H[SHULHQFHG WXPRU UHJUHVVLRQ LQ ORFDO DQG RU GLVWDC
KDYH UHFHLYHG ORZ GRVH UDGLDWLRQ GXH WR WKHLU YLFLQLW\ WR WDUJHW
DQWL 3°' H[SHULHQFHG GHOD\HG WXPRU UHJUHVVLRQ ZKLFK LV DQ DGGLWLRC
EHHQ DLGHG E\ 1%7;5 DFWLYDWHG E\ UDGLDWLRQ WKHUD S\

'"HWDLOV IRU WKH QLQH HYDOXDEOH SDWLHQWY FXUUHQWO\ HQUROOHG LQ 6WX!

7R GDWH ILUVW UHVXOWYV VKRZ WKDW D WRWDO RI $(V UHODWHG WR 1%7;5
UHSRUWHG LQ IRXU SDWLHQWYV WZR HDFK LQ WKH +1& &RKRUW DQG WKH /LYH
&RKRUW H[SHULHQFHG IRXU 6%$(V UHODWHG WR DQWL 3° QLYROXPDE 7ZR R1
UHODWHG WR 1%7;5 *UDGH K\SHUJO\FHPLD DQG *UDGH SQHXPRQLWLYVY DQG
3QHXPRQLWLY LV D NQRZQ DGYHUVH HYHQW DVVRFLDWHG ZLWK QLYROXPDE 7K
QRU WUHDWPHQW UHODWHG 6$(V LQ DQ\ RI WKH SDWLHQWY WUHDWHG LQ WKH

$OWKRXIK WKLV GDWD LV SUHOLPLQDU\ ZH EHOLHYH WKHVH UHVXOWV VXJJt
WKHUDS\ WR LPSURYH WUHDWPHQW RXWFRPHV IRU SDWLHQWYV E\ LQFUHDVLQJ
FKHFNSRLQW LQKLELWRUYV 5HFUXLWPHQW LQ 6WXG\ UHPDLQV RQJRLQJ DQ
WKH VHFRQG TXDUWHU RI

3KDUPD(QJLQH 7ULDOV

,Q $XIXVW ZH HQWHUHG LQWR DQ H[FOXVLYH OLFHQVH DQG FROODERUD\
GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ RI 1@ D;BURK WKHL®VQDJIEDF RIL 5 LLHDULL
RYHU D QXPEHU RI LVVXHV ZLWK UHVSHFW WR WKH GHYHORSPHQW RI 1%7;
3KDUPD(QJLQH PXWXDOO\ DJUHHG WR WHUPLQDWH WKH /LFHQVH DQG &ROODER
LQFOXGLQJ FHUWDLQ $VLD 3DFLILF VLWHV IRU WKH $FW LQ 6DUF WULDO FRQG
EHLQJ FRQFOXGHG RU WHUPLQDWHG DQG ZH UHWDLQ DOO ULJKWV WR WKH GH
$VLD 3DFLILF UHJLRQ SXUVXDQW WR WKH WHUPV RI D 7THUPLQDWLRQ DQG 5t
3KDUPD(QJLQH LQ ODUFK
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+HDG DQG 1HFN &DQFHUV 7UHDWHG ZLWK 5DGLRWKHUDS\ SOXV &KHPRWKHUD S\

7ULDO 'HVLJQ U3(3 +1 U

,Q DGGLWLRQ WR RXU FRQWHPSODWHG 3KDVH ,,, DQG RQJRLQJ 3KDVH , FOLQLF
BKDUPD(QJLQH LV FRQGXFWLQJ D 3KDVH , ,, FOLQLFDO WULDO RI 1%7;5 IRU S
WUHDWHG E\ UDGLRWKHUDS\ SOXV FLVSODWLQ 7KH SULPDU\ HQGSRLQWV RI V
GRVH DQG WR DVVHVV WKH SUHOLPLQDU\ VDIHW\ DQG HIILFDF\ RI 1%7;5 DC
FRPELQDWLRQ ZLWK UDGLRWKHUDS\ SOXV FKHPRWKHUDS\ 7KH WULDO ZKLFK 1
SDWLHQWY LQ WKH 3KDVH , GRVH HVFDODWLRQ SDUW ZDV H[SHFWHG WR WUHD
WKH HDUO\ WHUPLQDWLRQ DQG ZLQG GRZQ RI WKLV FOLQLFDO WULDO ZKLFK Z
LQ DFFRUGDQFH ZLWK JRRG FOLQLFDO SUDFWLFH JXLGHOLQHYV

SHFWDO &DQFHU

7ULDO 'HVLJQ U3(3 5& 0]

3KDUPD(QJLQH LV FRQGXFWLQJ DQ RSHQ ODEHO 3KDVH , ,, FOLQLFDO WULDO R
FKHPRWKHUDS\ IRU SDWLHQWVYV ZLWK XQUHVHFWDEOH UHFWDO FDQFHU 3ULPDU
SURILOH DQG GHWHUPLQH WKH GRVH OLPLWLQJ WR[LFLW\ HYDOXDWH WKH UHF
E\ HYDOXDWLQJ WKH UHVSRQVH UDWH RI 1%7;5 DGPLQLVWHUHG E\ LQWUDWXP
UDGLDWLRQ ZLWK FRQFXUUHQW FKHPRWKHUDS\ WUHDWPHQW LQ SDWLHQWYV 2z
EHLQJ FRQGXFWHG DW RQH VLWH LQ 7DLZDQ ZDV H[SHFWHG WR WUHDW XS WI
HDUO\ WHUPLQDWLRQ DQG ZLQG GRZQ Rl WKLV FOLQLFDO WULDO LQ DFFRUGDQ
EH GHHPHG FRPSOHWHG ZKHQ DOO HQUROOHG SDWLHQWY KDYH UHDFKHG UHC
VWXG\ UHSRUW LQ DFFRUGDQFH ZLWK JRRG FOLQLFDO SUDFWLFH JXLGHOLQHV

SHVXOWYV

3KDUPD(QJLQH SUHVHQWHG ILUVW FOLQLFDO UHVXOWV IURP 6WXG\ 3(3 5&
2QFRORJ\ *DVWURLQWHVWLQDO &DQFHUV 6\PSRVLXP LQ -DQXDU\ ,QWUDW X
IHDVLEOH DQG WKH SURGXFW FDQGLGDWH ZDV ZHOO WROHUDWHG DW DOO GR
DGYHUVH HYHQWV 6%$(V DVVRFLDWHG ZLWK 1%7;5 ZHUH REVHUYHG LQ WKH V\
ZLWK WKH LQMHFWLRQ SURFHGXUH ZDV REVHUYHG XULQDU\ WUDFW LQIHFWLR
DSSUR[LPDWHO\ OHXNRSHQLD DSSUR[LPDWHO\ DQG GHUPDWLWLYV DS¢S
RQH RU JUDGH WZR

ORUH WKDQ RI SDWLHQWYV LQ WKH VWXG\ VKRZHG REMHFWLYH WXPRU UHV
XQGHUZHQW WRWDO PHVRUHFWDO H[FLVLRQ VXUJHU\ DQG DFKLHYHG SD\
SDWLHQWY UHFHLYLQJ VXUJHU\ LQ WKH VWXG\ KDG JRRG WXPRU UHJUHVVLRQ
PRGLILHG 5\DQ VFKHPH 7KH 53 ' ZDV HVWDEOLVKHG IRU WKH RQJRLQJ SKDV!
YROXPH

2XU 3UHFOLQLFDO 3URJUDP IRU 1%7;5 JHO

:H DUH GHYHORSLQJ 1%7;5 JHO 1%7;5 LQ D JHO IRUPXODWLRQ IRU GLUHFW
WXPRU DEODWLRQ RU UHVHFWLRQ VXUJHU\ EHIRUH ZRXQG FORVXUH $V LOOXYV
WKH VXUJLFDO VLWH IRU SRVWRSHUDWLYH UDGLRWKHUDS\ DGMXYDQW WUHD\
UHPRYHG GXULQJ VXUJHU\
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7KLV XQLTXH SURGXFW FDQGLGDWH KDV GXDO DLPV HIIHFWLYH GHVWUXFWLF
HOQKDQFHPHQW RI WXPRU FDYLW\ UDGLDWLRQ E\ ORFDOL]LQJ WKH UDGLDWLRQ

7KH LQLWLDO FDQFHU LQGLFDWLRQV ZH DUH H[SORULQJ IRU 1%7;5 JHO DUH F
FDQFHUV YHUWHEUDO PHWDVWDVHVY DQG UHWURSHULWRQHDO 676

7KH &XUDGLJP 3ODWIRUP
%H\RQG 1%7;5 ZH DUH DOVR HYDOXDWLQJ VHYHUDO DGGLWLRQDO SRWHQWLDO

,Q -XO\ ZH IRUPHG D QHZ ZKROO\ RZQHG VXEVLGLDU\ &XUDGLJP 6$6 C
OHYHUDJLQJ RXU H[SHUWLVH DQG NQRZ KRZ EH\RQG RQFRORJ\ WR H[SDQG WU|
FODVVHV E\ LQFUHDVLQJ GUXJ ELRDYDLODELOLW\ ZKLOH GHFUHDVLQJ XQLQWH
WR[LFLWLHV

JRU PRVW WKHUDSHXWLFV WRGD\ RQO\ D VPDOO SRUWLRQ RI WKH PHGLFLQH C
PRYHV WKURXJK WKH SDWLHQWxV FLUFXODWRU\ VI\VWHP ZLWKLQ WKH EORRG
WKH UHPDLQGHU LV HLWKHU FOHDUHG IURP WKH ERG\ RU DFFXPXODWHYV SRW
OLYHU RU VSOHHQ

/HYHUDJLQJ RXU GHHS H[SHUWLVH LQ QDQRWHFKQRORJ\ &XUDGLJP LV GHYHOT
SULPH WKH ERG\ IRU WKHUDSHXWLF WUHDWPHQW 7KH 1DQRSULPHU LV SURSI
OLFHQVHG WR &XUDGLJP IRU GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ ,QMHF
KDYH EHHQ GHVLIJQHG ZLWK VSHFLILF SK\VLFR FKHPLFDO SURSHUWLHV WKDW

UHVSRQVLEOH IRU WKHUDSHXWLF FOHDUDQFH 'HOLYHUHG LQWUDYHQRXVO\ LI
WHFKQRORJ\ DFWV WR SUHYHQW UDSLG FOHDUDQFH WKHUHE\ LQFUHDVLQJ

WKHUDSHXWLFV LQ WKH WDUJHWHG WLVVXHV $V D UHVXOW D JUHDWHU SRUW
DFFUXDO LQ WKH WDUJHW WLVVXH WKHUHE\ LQFUHDVLQJ WKHUDSHXWLF DFWLF

‘H EHOLHYH WKDW WKH &XUDGLJP WHFKQRORJ\ FRXOG KDYH EURDG LPSOLFDWL
WKH HIILFDF\ RI WKHUDSHXWLFVY DW WKHLU FXUUHQW GRVH ORZHULQJ WKH QH
DQG DOORZLQJ IRU QRYHO WKHUDSHXWLF DSSURDFKHV DQG QHZ DSSURDFKF
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HYDOXDWLQJ &XUDGLJPxV FRQFHSW KDV EHHQ JHQHUDWHG FRPELQLQJ WKH !
IDPLOLHV VXFK DV VPDOO PROHFXOHY DQG QXFOHLF DFLGY DQG KDV EHHQ SXEC(

*LYHQ WKDW WKH 1DQRSULPHU LV D FRPELQDWLRQ SURGXFW FDQGLGDWH WKDYV
ZLWK 1DQRELRWL[ H[SHFWV WKDW WKH WHDP DW &XUDGLJP ZLOO FRQWLQXF
SDUWLFXODUO\ ZLWK 51$ EDVHG WKHUDSLHVY 7R VXSSRUW WKH GHYHORSPHQW
IXQGLQJ RSSRUWXQLWLHV LQFOXGLQJ ZLWKRXW OLPLWDWLRQ SDUWQHUYV
RSSRUWXQLWLHY DQG RU VDOHV RI &XUDGLJP VHFXULWLHYV WR WKLUG SDUW\ L(

&XUDGLJP &ROODERUDWLRQ ZLWK 6DQRIL

,Q -DQXDU\ D UHVHDUFK SURMHFW LQYROYLQJ &XUDGLJPxV 1DQRSULPHU W
$zZDUGVY 3URJUDP DV D KLJKO\ SURPLVLQJ RSWLRQ WR VLJQLILFDQWO\ LPSURY!
VHOHFWLRQ &XUDGLJP ZLOO HQWHU LQWR D QHZ RQH \HDU FROODERUDWLRQ
DQG VFLHQWLILF H[FKDQJHVY 7KH JRDO RI WKH SURMHFW LV WR HVWDEOLYV
FRPELQDWLRQ SURGXFW WKDW FRXOG LPSURYH WUHDWPHQW RXWFRPHV IRU JH

ODQXIDFWXULQJ

‘H FRQWUDFW WKH SURGXFWLRQ RI 1%7;5 WR KLJK SUHFLVLRQ PDQXIDFWXUL
SDUWLHY JHQHUDOO\ SURYLGH WKDW WKH PDQXIDFWXULQJ SDUWQHU PD\ QRW \
FRYHUHG 7KH FRQWUDFWY SURYLGH WKDW ZH UHWDLQ H[FOXVLYH RZQHUVKI
SURSHUW\ ULJKWV DQG NQRZ KRZ GHULYHG IURP DQG UHODWHG WR WKH VHU
SDUWQHUV DUH UHTXLUHG WR SHUIRUP WKHLU REOLJDWLRQV LQ DFFRUGDQFH
WKH *RRG ODQXIDFWXULQJ B3UDFWLFHV JXLGHOLQHV LVVXHG E\ WKH ,QWHUQDW I

,Q 1IRYHPEHU ZH RSHQHG D QHZ IDFLOLW\ WR H[SDQG RXU PDQXIDFWXULQJ
RI'1%7;5 IRU RXU FOLQLFDO WULDO QHHGVY DQG SUHSDUH IRU SRWHQWLDO FRP
LQ WZR VWDJHV U'UXJ 6XEVWDQFHU DQG U'UXJ 3URGXFWU IROORZLQJ UHJXC
IDFLOLW\ LV ORFDWHG LQ WKH 9LOOHMXLI %LR3DUN D VFLHQWLILF UHVHDUEFK |
H[SHFW WKDW WKH IDFLOLW\ ZLOO H[SDQG RXU SURGXFWLRQ FDSDFLW\ WR PRI
ZH EHOLHYH ZLOO EH VXIILFLHQW WR SURGXFH 1%7;5 IRU RXU FXUUHQW DQG
\HDUV IROORZLQJ D FRPPHUFLDO ODXQFK :H KDYH GHVLJQHG RXU PDQXIDFWX
OLQHV FDQ EH DGGHG ZLWKRXW VLJQLILFDQW FDSLWDO LQYHVWPHQW

&RPPHUFLDOL]DWLRQ

‘H KDYH QRW \HW GHYHORSHG FRPPHUFLDO LQIUDVWUXFWXUH LQ HLWKHU WKH
EURDG FRPPHUFLDOL]DWLRQ VWUDWHJI\ ‘H LQWHQG WR SXUVXH FRPPHUFLD
FRPPHUFLDO LQIUDVWUXFWXUH E\ EXLOGLQJ RXU RZQ FRPPHUFLDO FDSDELOLW
JROORZLQJ HYDOXDWLRQ RI WKH UHVXOWYVY IURP 6WXGLHV DQG 1$125%< Z
LQ RUGHU WR GHWHUPLQH ZKHUH ZH EHOLHYH ZH DUH EHVW SRVLWLRQHG
FRPPHUFLDOL]DWLRQ VWUDWHIJI\ ZLWK UHVSHFW WR +HQVLI\n 1%7;5

‘H EHOLHYH WKDW RXU FRPPHUFLDO LQIUDVWUXFWXUH ZKHQ HVWDEOLVKHG Z]
NH\ VSHFLDOLVWY LQ GLDJQRVLQJ DQG WUHDWLQJ WKH SDWLHQW SRSXODWLR
HOWHU LQWR DGGLWLRQDO GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ DJUHH
WHUULWRULHY IRU DQ\ RI RXU SURGXFW FDQGLGDWHV WKDW VXFFHVVIXOO\
UHTXLUHPHQWY LQ RUGHU WR RSWLPL]H VDOHV

‘H DOVR SODQ WR EXLOG D PDUNHWLQJ DQG VDOHVY PDQDJHPHQW RUJDQL]DWLR
IRU DQ\ SURGXFWYVY WKDW ZH PDUNHW WKURXJK RXU RZQ VDOHY RUJDQL]DWLRQ
UHVSRQVLELOLWLHYVY RI WKH PDUNHWLQJ RUJDQL]DWLRQ ZRXOG LQFOXGH GH
DSSURYHG SURGXFWYV DQG HVWDEOLVKLQJ UHODWLRQVKLSY ZLWK OHDGHUV LQ

&RPSHWLWLRQ

7KH GHYHORSPHQW RI WUHDWPHQWY IRU FDQFHU LV VXEMHFW WR UDSLG WHF
UHVHDUFK LQVWLWXWLRQV JRYHUQPHQWDO DJHQFLHV DQG SXEOLF DQG SL
GHYHORSPHQW RI PHGLFLQDO SURGXFWV GHYLFHV DQG RWKHU WKHUDSLHYV
WDUJHWLQJ

$SSUR[LPDWHO\ RI DOO FDQFHU SDWLHQWY XQGHUJR UDGLRWKHUDS\ DW V
&XUUHQW UHVHDUFK LQ UDGLRWKHUDS\ IRFXVHV SULPDULO\ RQ PHWKRGV W

PHWKRGVY WR SURWHFW KHDOWK\ WLVVXHV IURP UDGLDWLRQ ,Q DGGLWLRQ
HQKDQFH WKH ERG\xV LPPXQH UHVSRQVH WKHUHE\ PDNLQJ D SUHYLRXVO\ XQV>
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&RPSDQLHV WKDW DUH GHYHORSLQJ WUHDWPHQWY WR LQFUHDVH VHQVLWLYL
HQHUJ\ LQFOXGH ODJ)RUFH $* 1+ 7KHU$JXL[ 1DQRVSHFWUD %LRVFLHQFHV ,QF
/ILNH XV WKHVH FRPSDQLHYV DUH SXUVXLQJ YDULRXV WHFKQRORJLHV WKDW LQ"
ZRUNV WR GHVWUR\ WKH WXPRU FHOOV ZLWKRXW FDXVLQJ DGGLWLRQDO GDP
FDQGLGDWHY WKDW ZH RU WKH\ GHYHORS DQG FRPPHUFLDOL]H PD\ FRPSHW!
WKHUDSLHYVY WKDW PD\ EHFRPH DYDLODEOH LQ WKH IXWXUH LQFOXGLQJ WKH
1%7;5

0bQ\ RI RXU FRPSHWLWRUV HLWKHU DORQH RU ZLWK WKHLU FROODERUDWLRC
UHVRXUFHV DQG H[SHUWLVH LQ UHVHDUFK DQG GHYHORSPHQW SUHFOLQLFI
PDUNHWLQJ WKDQ ZH GR )XWXUH FROODERUDWLRQV DQG PHUJHUV DQG DF
FRQFHQWUDWLRQ DPRQJ D VPDOOHU QXPEHU RI FRPSHWLWRUV 7KHVH FRPSH\
UHWDLQLQJ TXDOLILHG UHVHDUFK DQG GHYHORSPHQW DQG PDQDJHPHQW SHU
SDWLHQW UHJLVWUDWLRQ IRU FOLQLFDO WULDOV DV ZHOO DV LQ DFTXLULQJ
SURJUDPV 6PDOOHU RU HDUO\ VWDJH FRPSDQLHV PD\ DOVR SURYH WR EH V
FROODERUDWLYH DUUDQJHPHQWY ZLWK PRUH HVWDEOLVKHG FRPSDQLHYV

7KH NH\ FRPSHWLWLYH IDFWRUV DIIHFWLQJ WKH VXFFHVV Rl 1%7;5 DQG DQ\ R\
DSSURYHG DUH OLNHO\ WR EH WKHLU HIILFDF\ VDIHW\ FRQYHQLHQFH SULF
JRYHUQPHQW DQG RWKHU WKLUG SDUW\ SD\RUV :H PXVW DOVR SURWHFW RXU
RI' RXU SURGXFW FDQGLGDWHYV 2XU FRPPHUFLDO RSSRUWXQLW\ FRXOG EH
FRPPHUFLDOL]H SURGXFWV WKDW DUH PRUH HIIHFWLYH RU GHPRQVWUDWH D PR
ZH PD\ GHYHORS 6LPLODUO\ RXU FRPPHUFLDO RSSRUWXQLW\ FRXOG EH UHG
LOWHOOHFWXDO SURSHUW\ ULJKWV VXFFHVVIXOO\ DJDLQVW WKLUG SDUWLH\
FRPSHWLWRUV GHVLJQ DURXQG RXU RU RXU OLFHQVRUVx SDWHQW FODLPV WR
SURFHVVHVY DQG WHFKQRORJLHV WKDW IDOO RXWVLGH RI WKH VFRSH RI RXU RI
VXFFHVVIXOO\ FRPSOHWH DSSOLFDEOH SUH PDUNHWLQJ UHJXODWRU\ UHTXLUHF

,QWHOOHFWXDO SURSHUW\

‘H DUH LQQRYDWRUYVY LQ RQFRORJ\ UHODWHG QDQRWHFKQRORJ\ :H UHO\ RQ D
DQG WUDGH VHFUHW ODZV LQ WKH 8QLWHG 6WDWHY DQG RWKHU MXULVGLFWLR
SDWHQW RU WUDGHPDUN LV PDWHULDO WR RXU EXVLQHVYV DV D ZKROH

‘H VHHN WR SURWHFW DQG HQKDQFH RXU SURSULHWDU\ WHFKQRORJ\ SURGXFV
DUH FRPPHUFLDOO\ LPSRUWDQW WR WKH GHYHORSPHQW RI RXU EXVLQHVV E\ VI
ZKHWKHU GHYHORSHG LQWHUQDOO\ RU OLFHQVHG IURP WKLUG SDUWLHV :H ZL(
WKURXJK RUSKDQ GUXJ GHVLIJQDWLRQ GDWD H[FOXVLYLW\ PDUNHW H[FOXVLYL

7R DFKLHYH WKLV REMHFWLYH ZH PDLQWDLQ D VWUDWHJILF IRFXV RQ LGHQ\
SURWHFWLRQ DQG VHUYH DV DQ RSWLPDO SODWIRUP WR HQKDQFH RXU LQV
WHFKQRORJ\ DQG SURGXFW FDQGLGDWHV DUH SURWHFWHG E\ PRUH WKDQ
DSSOLFDWLRQV LQ RYHU SDWHQW IDPLOLHV DFURVV WKH ZRUOG :H KROG NH
WKH FRQFHSWV SURGXFWV DQG XVHV Rl QDQRSDUWLFOHV DFWLYDWHG E\ LRQL
QHZ DSSOLFDWLRQV LQ QDQRPHGLFLQH

6XPPDUL]HG EHORZ DUH RXU PDWHULDO SDWHQWY DQG SDWHQW DSSOLFDWLRQ

7THFKQRORJIJN1IXPEHU RI|S(PDSMHUDOPW LR ® GDMRKXKOQRMWWILHY LQ ZKLFK 3OWHQWYV DU
IDPLOLHWDFK SDWH|IQW IDPLO\

JUDQFH $XVWUDOLD &DQIDGD &KLQTE

1DQR;UD\ 7HFK[QRORJ\ FRXQWU\ (XURSH FRXQWULHV ,V
-DSDQ B6RXWK .RUHD OH[LFR 6RXWK
.RQJ

8QLWHG 6WDWHYV

& $XVWUDOLD &DQDGD &KUQD $OJHUL
FRXQWULHYVY (XURSH FRXQWULHV
,VUDHO ,QGLD -DSDQ 6RXWK .RUHD

OH[LFR 1HZ =HDODQG 6RXWK $IULFD

.RQJ 6LQJDSRUH

8QLWHG 6WDWHYV
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$XVWUDOLD &DQDGD &KL
(XURSH FRXQWULHV ,Q
-DSDQ B6RXWK .RUHD ORU
=HDODQG 8QLWHG 6WDWH

+RQJ .RQJ %UD]JLO H[SH

DD (XUDVLE
GRQHVLD
RFFR OH[LF
6LQJIDSRL
FWHG 4

&KLQD (XURSH FRXQ
8QLWHG 6WDWHYV

WULHV  -DS

$XVWUDOLD &DQDGD &KL
(XURSH FRXQWULHV ,Q
-DSDQ 6RXWK .RUHD ORU
=HDODQG 6LQJDSRUH 8N
6RXWK $IULFD

QD (XUDVL
GRQHVLD

RFFR OHI[LF
UDLQH 8QL

&& $XVWUDOLD &KLQD (XURSH FRX(
,QGRQHVLD -DSDQ OH[LFR| 1HZ =HDO
8NUDLQH 8QLWHG 6WDWHV| (XUDVLD

.RQJ B6RXWK $IULFD 6RXWK .RUHC
$XVWUDOLD &KLQD (XURSH FRX(
,QGRQHVLD ,VUDHO -DSD® OH[LFR 1
6LQIJDSRUH 6RXWK $IULFP +RQJ .RQ
.RUHD (XUDVLD FRYQWU\
-DSDQ 8QLWHG 6WDWHV (JURSH H[SF
8QLWHG 6WDWHV -D[SDQ
& && VUDHO $xvwuDoUD

2WKHU WHFKQRORJLHV
FDQGLGDW

HV

$XVWUDOLD ,QGLD ,QGRQ
=HDODQG 8NUDLQH 8QLW
6RXWK $IULFD

8QLWHG 6WDWHYV

HVLD OH[LF
HG 6WDWH'

(XURSH FRXQWULHYV

-DSDQ

8QLWHG 6WDWHYV

-DSDQ 8QLWHG 6WDWH

V 6LQJDSF

7KH 1DQR;UD\ WHFKQRORJ\ FRYHUV DPRQJ RWKHU WKLQJV WKUHH SURGXFW F

FRUH 7KH JRDO RI

HDFK RI WKHVH WKUHH SURGXFW FDQGLGDWHYV LV WR KHOS SDWLHQ

ZLWKLQ WXPRU FHOOV ZLWKRXW LQFUHDVLQJ WKH GRVH WR VXUURXQGLQJ KHDOWK\ WL
ZKLFK KDYH EHHQ GHYHORSHG IRU WKUHI
DSSOLFDWLRQV 7KH PRVW DGYDQFHG SURGXFW FDQGLGDWH LQ WKH 1DQR;UD\ SRUWIROL
LOMHFWDEOH 1%7;5

QDQRSDUWLFOH FRDWLQJ RU

IRUPXODWLRQ

3DWHQW IDPLO\ RZQHG E\ &XUDGLJP 6 $ 6

7KLV H[SLUDWLRQ \HDU GRHV QRW WDNH LQWR DFFRXQW VXSSOHPHQWDU\ SDWt

8QLWHG 6WDWHYV

(XURSH DQG RWKHU FRXQWULHYV ([SLUDWLRQ GDWHV IRU 8

6 SDWHQW)

3DWHQW DSSOLFDWLRQ SHQGLQJ LQ DW OHDVW RQH FRXQWU\ MXULVGLFWLRQ
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& SDWHQW IDPLO\ FRYHULQJ WKH VSHFLILF FRPSRVLWLRQ XWLOL]JHG LQ 1%7;5 L
XVH RI PHWDO R[LGH QDQRSDUWLFOHYV ZLWK D VSHFLILF GHQVLW\ IRU NLOOLQJ WXPRU F
1%7;5 LQ RQFRORJ\ LV FRYHUHG E\ WKLV SDWHQW IDPLO\

&& SDWHQW IDPLO\ FRYHULQJ WKH VSHFLILF FRPSRVLWLRQ XWLOL]JHG LQ LQMHFWD
LOQOMHFWDEOH XVH RI PHWDO R[LGH QDQRSDUWLFOHV ZLWK D VSHFLILF GHQVLW\ IRU NL!
HOHFWURQV DUH GHOLYHUHG WR WKH WDUJHWHG WXPRU 7KH LQMHFWDEOH XVH RI DQ HI

&&& 3SDWHQW IDPLO\ FRYHULQJ WKH VSHFLILF FRPSRVLWLRQ XWLOL]JHG LQ 1%7;5 L
XVH Rl 1%7;5 DV D WKHUDSHXWLF YDFFLQH XVHG WR LQGXFH DQ LPPXQH UHVSRQVH LQ
RWKHU FKHFEFNSRLQW LQKLELWRUYV

,Q DGGLWLRQ WR SDWHQW SURWHFWLRQ ZH KDYH WUDGHPDUN SURWHFWLRQ
IDQRELRWL[ ORJR :H RZQ RYHU WUDGHPDUN UHJLVWUDWLRQV DQG DSSO
FDQGLGDWHY SURFHVVHY DQG WHFKQRORJ\ ZRUOGZLGH 7UDGHPDUN UHJLVWU
\HDUV DQG DUH UHQHZDEOH LQGHILQLWHO\ :H DQWLFLSDWH ZH ZLOO DSSO\ IRL
WKH IXWXUH DV ZH GHYHORS QHZ SURGXFWV SURGXFW FDQGLGDWHVY SURFHVYV

‘H DOVR UHO\ RQ WUDGH VHFUHWY WR GHYHORS DQG PDLQWDLQ RXU SURSULH
WKDW DUH QRW DPHQDEOH WR RU WKDW ZH GR QRW FRQVLGHU DSSURSULDMW
SURSULHWDU\ WHFKQRORJLHV LQ SDUW WKURXJK FRQILGHQWLDOLW\ DJUHH]I
DGYLVRUV FRQWUDFWRUV DQG RWKHUV ZLWK DFFHVV WR RXU SURSULHWDU\ 1
WKDW WKHVH DJUHHPHQWY ZLOO SURYLGH PHDQLQJIXO SURWHFWLRQ RU DGH’
VHFUHWY ZLOO QRW RWKHUZLVH EHFRPH NQRZQ RU EH LQGHSHQGHQWO\ GLVFR

2XU FROODERUDWLRQ DJUHHPHQWYV

‘H KDYH HQWHUHG LQWR FROODERUDWLRQ DJUHHPHQWY LQ RUGHU WR HQDEO!
GHYHORSPHQW SRWHQWLDOO\ JHQHUDWH UHYHQXH DQG PDLQWDLQ OLPLWHG U

0' $QGHUVRQ &DQFHU &HQWHU RI WKH 8QLYHUVLW\ RI 7H[DV

2Q 'HFHPEHU ZH HQWHUHG LQWR D VWUDWHJILF FROODERUDWLRQ DJL
DPHQGHG DQG UHVWDWHG LQ -DQXDU\ DV DPHQGHG DQG UHVWDWHG WKH
3XUVXDQW WR WKH 0' $QGHUVRQ &ROODERUDWLRQ $JUHHPHQW ZH DQG 0
FRPSUHKHQVLYH 1%7;5 FOLQLFDO FROODERUDWLRQ WR LPSURYH WKH HIILFDF\
FROODERUDWLRQ LQLWLDOO\ LV H[SHFWHG WR VXSSRUW PXOWLSOH FOLQLFD
1%7;5 IRU XVH LQ WUHDWLQJ VHYHUDO FDQFHU W\SHV :H H[SHFW WR HQURC
FOLQLFDO WULDOV

2EOLJDWLRQV RI WKH 3DUWLHYV

8QGHU WKH 0' $QGHUVRQ &ROODERUDWLRQ $JUHHPHQW 0" $QGHUVRQ ZLOO SL
VXSSOLHV IDFLOLWLHY DQG UHVRXUFHV IRU HDFK WULDO DQG ZH ZLOO SURY
DGGLWLRQ ZH KDYH FRPPLWWHG WR SURYLGH ILQDQFLQJ RI DSSUR[LPDWHO
FROODERUDWLRQ :H PDGH DQ LQLWLDO PLOOLRQ SD\PHQW DW WKH FRPPHQ
PLOOLRQ SD\PHQW RQ )HEUXDU\ $GGLWLRQDO SD\PHQWYV ZLOO EH SDL(
FROODERUDWLRQ RQ WKH EDVLV RI SDWLHQWY HQUROOHG GXULQJ WKH UHOHY
RI WKH ILQDO SDWLHQW IRU DOO VWXGLHYV

‘H DUH DOVR UHTXLUHG WR PDNH DQ DGGLWLRQDO RQH WLPH PLOHVWRQH SD\P|
E\ WKH )'$ IRU 1%7;5 DQG LL WKH GDWH RQ ZKLFK D VSHFLILHG QXPEHU RI SI
WuUuLDOV LQ WKH 8QLWHG 6WDWHY 7KH PLOHVWRQH SD\PHQWY LQFUHDVH RQ D
PLOOLRQ $FFRUGLQJO\ GHSHQGLQJ RQ ZKHQ WKH UHTXLVLWH FRQGLWLRQV D

PLOOLRQ LQ VXFK PLOHVWRQH SD\PHQW LI WKH FRQGLWLRQV ZHUH QRW VD

7KH SURWRFRO VFKHGXOH PRQLWRULQJ WHUPLQDWLRQ DQG UHSODFHPHQW |
DJUHHPHQW EHWZHHQ 0' $QGHUVRQ DQG XV DQG 0' $QGHUVRQ KDV JUDQWHG »
FRQQHFWLRQ ZLWK WKH FOLQLFDO WULDOV

,QWHOOHFWXDO 3URSHUW\

‘H KDYH JUDQWHG 0' $QGHUVRQ D QRQ H[FOXVLYH OLFHQVH ZLWK UHVSHFW WR
JRYHUQHG E\ WKH 0' $QGHUVRQ &ROODERUDWLRQ $JUHHPHQW :H ZLOO EH WK}
LQWHUHVW LQ DQG WR DQ\ DQG DOO LQYHQWLRQV RU GLVFRYHULHV PDGH LQ [
UHODWLQJ WR 1%7;5 WKRXJK ZH KDYH DJUHHG WR JUDQW 0' $QGHUVRQ D QRQ
XVH DQ\ VXFK LQYHQWLRQV IRU DFDGHPLF RU QRQ SURILW UHVHDUFK SXUSRVE
WKH FRXUVH RI D WULDO ZLOO EH WKH SURSHUW\ Rl WKH LQYHQWRU 1DQRELR\
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$QGHUVRQ REWDLQ RZQHUVKLS RI DQ\ VXFK RWKHU LQYHQWLRQ RU GLVFRYHU\
UR\DOW\ IUHH OLFHQVH DV ZHOO DV DQ H[FOXVLYH RSWLRQ WR QHJRWLDWF
VSHFLILHG WLPH SHULRG )XUWKHU ZH DQG 0' $QGHUVRQ ZLOO EH FR RZQHUV
WULDOV ZLWK 0' $QGHUVRQxV XVH Rl VXFK GDWD OLPLWHG WR DFDGHPLF RU
SRVVHVVHV D ILUVW ULJKW WR SXEOLVK DQG RU SXEOLFO\ GLVFORVH GDWD DQ

5HVSRQVLELOLW\

3IXUVXDQW WR WKH 0' $QGHUVRQ &ROODERUDWLRQ $JUHHPHQW WKH FROODERL
MRLQW VWHHULQJ FRPPLWWHH FRPSULVLQJ WKUHH UHSUHVHQWDWLYHV RI F
UHVROXWLRQ E\ D 6HQLRU 9LFH 3UHVLGHQW RI 0' $QGHUVRQ DQG RXU &KDLU
$QGHUVRQ KDYH DJUHHG WR SURYLGH FXVWRPDU\ LQGHPQLILFDWLRQ WR RQH
REOLJDWLRQV XQGHU WKH DJUHHPHQW DQG ZH KDYH DJUHHG WR PDLQWDLQ D
OLDELOLW\

7HUP DQG 7HUPLQDWLRQ

7KH 0' $QGHUVRQ &ROODERUDWLRQ $JUHHPHQW ZLOO UHPDLQ LQ HIIHFW XQWL
FOLQLFDO WULDOV (LWKHU SDUW\ PD\ WHUPLQDWH WKH DJUHHPHQW LI WKH RV
SXUVXDQW WR WKH WHUPV Rl WKH DJUHHPHQW ZLWKLQ GD\V RI QRWLILFDWLR
FOLQLFDO WULDO LQ WKH HYHQW RI D PDWHULDO EUHDFK Rl WKH RWKHU SDU\
1%7;5 RU WKH FOLQLFDO WULDOxXV SURFHGXUHV RU LI WKH SDUWLHV DUH XQ
LQYHVWLIJDWRU RU LI WKH SULQFLSDO LQYHVWLJDWRU GRHV QRW DFFHSW WK
$QGHUVRQ &ROODERUDWLRQ $JUHHPHQW GRHV QRW DIIHFW WKH FRQGXFW RI R
WHUPLQDWLRQ RI D VSHFLILF WULDO DV GHVFULEHG LQ WKH SUHFHGLQJ VHQ\
WKH HYHQW RI D ZLWKGUDZDO RU UHMHFWLRQ RI UHTXLVLWH UHJXODWRU\ DSS!

3KDUPD(QJLQH

,Q $XIXVW WKH &RPSDQ\ HQWHUHG LQWR D OLFHQVH DQG FROODERUDWLR
EDVHG FRPSDQ\ IRU WKH GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ RI 1%7;5

FRXQWULHV LQ WKH $VLD 3DFLILF UHJLRQ 8QGHU WKLV DJUHHPHQW 3KDUPD
QRQ FOLQLFDO DQG FOLQLFDO UHVHDUFK DQG PDUNHWLQJ RI 1%7;5 DFU
3KDUPD(QJLQH ZDV UHTXLUHG WR PDNH SD\PHQWV WR WKH &RPSDQ\ EDVHG R:
FRPPHUFLDOL]DWLRQ PLOHVWRQHV IRU 1%7;5 7KH &RPSDQ\ UHFHLYHG DQ XS|
WKH DJUHHPHQW DQG WKURXJK 'HFHPEHU UHFHLYHG PLOOLRQ LQ WZR

,Q ODUFK LQ OLJKW RI GLVDJUHHPHQWY RYHU D QXPEHU RI LVVXHV ZLWK U]
$VLD 3DFLILF UHJLRQ ZH DQG 3KDUPD(QJLQH PXWXDOO\ DJUHHG WR WHUPLQD
WKDW ZH HQWHUHG LQWR LQ $XJIXVW $FFRUGLQJO\ RQ ODUFK ZH
7HUPLQDWLRQ DQG 5HOHDWSH AHUPH®BW LR QVEHI BKHFOHQ WXUVXDQW WR WKH 3( 7
$JUHHPHQW ZH ZLOO UHWDLQ DOO ULJKWV WR WKH GHYHORSPHQW DQG FRPPH!
ZH DJUHHG WR PDNH SD\PHQWV WR 3KDUPD(QJLQH RI XS WR PLOOLRQ LQ WR\
YDULRXV DGPLQLVWUDWLYH VWHSV LQ FRQQHFWLRQ ZLWK WKH ZLQGLQJ XS RI
XSRQ D VHFRQG UHJXODWRU\ DSSURYDO RI 1%7;5 LQ DQ\ MXULVGLFWLRQ RI W
UR\DOWLHV WR 3KDUPD(QJLQH DW ORZ VLQJOH GLJLW UR\DOW\ UDWHV ZLWK UH
IRUD \HDU SHULRG FRPPHQFLQJ RQ WKH FRUUHVSRQGLQJ ILUVW GDWH RI VD¢

,Q DFFRUGDQFH ZLWK WKH 3( THUPLQDWLRQ $JUHHPHQW 3KDUPD(QJLQH ZLOO U
PDQXIDFWXUH FRPPHUFLDOL]DWLRQ DQG H[SORLWDWLRQ RI 1%7;5 LQ WKH $VL
GDWD UHJXODWRU\ PDWHULDOV DQG DOO UHJXODWRU\ DSSURYDOV WKDW DUH

‘H DQG 3KDUPD(QJLQH DOVR DJUHHG WR D PXWXDO UHOHDVH RI DOO FODLPV
DIILOLDWHYV

2XU UHVHDUFK DJUHHPHQWYV

‘H KDYH HVWDEOLVKHG VWUDWHJLF SDUWQHUVKLSYV ZLWK D QXPEHU RI KRVSI
JUDQFH DQG DEURDG 7KHVH DJUHHPHQWY SURYLGH WKDW ZH PD\ QHJRWLD
FROODERUDWRUY ZLWK UHVSHFW WR MRLOQW LQYHQWLRQV RU LQYHQWLRQV PDC
FROODERUDWLRQ

8QGHU WKH SUHFOLQLFDO UHVHDUFK DJUHHPHQWYV IRU WKHVH FROODERUDW
LQYHQWLRQV PDGH VROHO\ E\ XV $Q\ LQYHQWLRQ PDGH VROHO\ E\ D UHVHDUF
UHVHDUFK LQVWLWXWLRQ EXW ZRXOG EH VXEMHFW WR RSWLRQ WR REWDLQ D
SXUSRVHVY DQG UR\DOW\ EHDULQJ IRU FRPPHUFLDO DFWLYLWLHYV ,QYHQWLRQV
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EH MRLQWO\ RZQHG $V RI 'HFHPEHU QR LQYHQWLRQV XQGHU WKHVH ¢
UHVHDUFK LQVWLWXWLRQ RU MRLQWO\ E\ XV DQG D UHVHDUFK LQVWLWXWLRQ

‘H KDYH HQWHUHG LQWR DQ DJUHHPHQW ZLWK ,QVWLWXW *XVWDYH 5RXVV\ |
LQVWLWXWHY DQG WKH ODUJHVW FDQFHU FHQWHU LQ )UDQFH IRU UDGLRELROF
3IXUVXDQW WR WKH DJUHHPHQW ZH FRQGXFW VWXGLHV DW ,QVWLWXW *XVW!
DOQOWLWXPRU DFWLYLW\ RI QDQRSDUWLFOHY DFWLYDWHG E\ LRQL]JLQJ UDGLDW
VWXGLHY KRZHYHU ,QVWLWXW *XVWDYH 5RXVV\ PD\ XVH WKH UHVXOWYV ZLWK
DFDGHPLF UHVHDUFK

'H KDYH DOVR SDUWQHUHG ZLWK 7KH 8QLYHUVLW\ RI 7H[DV 0' $QGHUVRQ &DQF
LPPXQRWKHUDSHXWLF SUHFOLQLFDO UHVHDUFK LQ OXQJ FDQFHU FRPELQLQJ 1
SDUWQHUVKLS ZLWK 0' $QGHUVRQ RQH RI WKH ZRUOGxV OHDGLQJ RQFRORJLF]
FROODERUDWLRQ ZLWK 0' $QGHUVRQ LV LQWHQGHG WR HQDEOH XV WR JHQHU
UDGLRWKHUDS\ SOXV DQWL 3' QLYROXPDE PXULQH YHUVLRQ RI 2SGLYR RU R
&7/$ DQWL 7,*,7 DQG DQGWL /$*

*RYHUQPHQW UHJXODWLRQ SURGXFW DSSURYDO DQG FHUWLILFDWLRQ

*RYHUQPHQW DXWKRULWLHV LQ WKH 8QLWHG 6WDWHY DW WKH IHGHUDO VWDW
FRXQWULHY H[WHQVLYHO\ UHJXODWH DPRQJ RWKHU WKLQJVY WKH UHVHDUFK
FROQOWURO DSSURYDO ODEHOLQJ SDFNDJLQJ VWRUDJH UHFRUG NHHSLQJ SU
PRQLWRULQJ DQG UHSRUWLQJ PDUNHWLQJ DQG H[SRUW DQG LPSRUW RI SURG.
DQG bQ\ RWKHU WKHUDSHXWLF FDQGLGDWHYVY WKDW ZH GHYHORS PXVW EH DS
PDUNHWHG LQ WKH 8QLWHG 6WDWHV DQG PXVW FRPSOHWH WKH FRQIRUPLW\
EHIRUH WKH\ PD\ EH OHJDOO\ PDUNHWHG LQ WKH (8 ,Q DGGLWLRQ LQ WKH (>
SURWHFWLRQ UXOHV )LQDOO\ WKH *URXSxV DFWLYLWLHYVY PD\ EH TXDOLILHG D
WKH IRUHLJQ LQYHVWPHQW FRQWURO UHJLPH LQ )UDQFH

SHIXODWLRQ LQ WKH 8QLWHG 6WDWHYV
8QLWHG 6WDWHY 'UXJ '"'HYHORSPHQW 3URFHVV

,Q WKH 8QLWHG 6WDWHV WKH )'$ UHIJIXODWHYV GUXJV XQGHU WKH )HGHUDO )R
UHJXODWLRQV 'UXJV DUH DOVR VXEMHFW WR RWKHU IHGHUDO VWDWH DQG
REWDLQLQJ UHIJXODWRU\ DSSURYDOV DQG VXEVHTXHQW FRPSOLDQFH ZLWK DS
UHJXODWLRQV UHTXLUH WKH H[SHQGLWXUH RI VXEVWDQWLDO WLPH DQG ILQDQ
8 6 UHTXLUHPHQWY DW DQ\ WLPH GXULQJ WKH SURGXFW GHYHORSPHQW SUREF
VXEMHFW DQ DSSOLFDQW WR DGPLQLVWUDWLYH DQG RU MXGLFLDO VDQFWLRQ
UHIXVDO WR DSSURYH SHQGLQJ DSSOLFDWLRQV ZLWKGUDZDO RI DQ DSSURYDO
ZLWKGUDZDOV IURP WKH PDUNHW SURGXFW VHL]XUHV WRWDO RU SDUWLDO V
ILQHV UHIXVDOV RI JRYHUQPHQW FRQWUDFWY UHVWLWXWLRQ GLVJRUJHPHQW
HQIRUFHPHQW DFWLRQ FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ XV

7KH SURFHVV UHTXLUHG E\ WKH )'$ EHIRUH D GUXJ PD\ EH PDUNHWHG LQ WK
IROORZLQJ

4%

&RPSOHWLRQ RI H[WHQVLYH SUHFOLQLFDO ODERUDWRU\ WHVWV SUHFOL
DFFRUGDQFH ZLWK DSSOLFDEOH UHJXODWLRQV LQFOXGLQJ JRRG ODERUD
6XEPLVVLRQ WR WKH )'$ RI DQ ,1' ZKLFK PXVW EHFRPH HIIHFWLYH EHIRUH
3HUIRUPDQFH RI DGHTXDWH DQG ZHOO FRQWUROOHG KXPDQ FOLQLFDC
UHJXODWLRQV LQFOXGLQJ FXUUHQW JRRG FOLQLFDO SUDFWLFH U*&30 |
RI WKH GUXJ FDQGLGDWH IRU LWV SURSRVHG LQGLFDWLRQ
6XEPLVVLRQ WR WKH )'$ RI D QHZ GUXJ DSSOLFDWLRQ U1'$0 IRU D QHZ G
$ GHWHUPLQDWLRQ E\ WKH )'$ ZLWKLQ GD\V RI LWV UHFHLSW RI DQ 1'$
DQG WKHUHDIWHU EHJLQ D VXEVWDQWLYH UHYLHZ Rl WKH DSSOLFDWLRQ
6DWLVIDFWRU\ FRPSOHWLRQ RI DQ )'$ LQVSHFWLRQ RI WKH PDQXIDFWXU
SURGXFHG WR DVVHVV FRPSOLDQFH ZLWK F*03 UHJXODWLRQV WR DVVXUF
DUH DGHTXDWH WR SUHVHUYH WKH GUXJxV LGHQWLW\ VWUHQJWK TXDOL)
a 3RWHQWLDO )'$ DXGLW Rl WKH SUHFOLQLFDO DQG RU FOLQLFDO WULDO VL
DQG
a4 )'$ UHYLHZ DQG DSSURYDO RI WKH 1'$ SULRU WR DQ\ FRPPHUFLDO PDUNH
6WDWHV

Qs Q-

Q-

3%
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%HIRUH WHVWLQJ DQ\ FRPSRXQGV ZLWK SRWHQWLDO WKHUDSHXWLF YDOXH L
SUHFOLQLFDO WHVWLQJ VWDJH 3UHFOLQLFDO WHVWV LQFOXGH ODERUDWRI
IRUPXODWLRQ DV ZHOO DV DQLPDO VWXGLHV WR DVVHVV WKH SRWHQWLDO VD
RI WKH SUHFOLQLFDO WHVWV PXVW FRPSO\ ZLWK IHGHUDO UHJXODWLRQV DQC
PXVW VXEPLW WKH UHVXOWYV RI WKH SUHFOLQLFDO WHVWYV WRJHWKHU ZLWK PL
FOLQLFDO GDWD RU OLWHUDWXUH DQG D SURSRVHG FOLQLFDO SURWRFRO WHF
DXWKRUL]DWLRQ IURP WKH )'$ WR DGPLQLVWHU DQ LQYHVWLJIJDWLRQDO GUXJ ¢
VXEPLVVLRQ LV RQ WKH JHQHUDO LQYHVWLIJDWLRQDO SODQ DQG WKH SURWEF
EHFRPHV HIIHFWLYH GD\V DIWHU UHFHLSW E\ WKH )'$ XQOHVV WKH )'$ UDL)
SURSRVHG FOLQLFDO WULDOV DQG SODFHV WKH ,1' RQ FOLQLFDO KROG ZLWKL(
WKDW WKH FOLQLFDO WULDO PD\ SURFHHG ,Q WKH FDVH RI D FOLQLFDO KRO«
RXWVWDQGLQJ FRQFHUQV EHIRUH WKH FOLQLFDO WULDO FDQ EHJLQ 7KH )'$
FDQGLGDWH DW DQ\ WLPH EHIRUH RU GXULQJ FOLQLFDO WULDOV GXH WR VD
FDQQRW EH VXUH WKDW VXEPLVVLRQ RI DQ ,1' ZLOO UHVXOW LQ WKH )'$ DOOR.:
LVVXHV ZLOO QRW DULVH WKDW FDXVH XV RU )'$ WR VXVSHQG RU WHUPLQDWH \

&OLQLFDO WULDOV DUH FRQGXFWHG XQGHU SURWRFROV GHWDLOLQJ DPRQJ R\
SURFHGXUHV VXEMHFW VHOHFWLRQ DQG H[FOXVLRQ FULWHULD DQG WKH SDU
DVVHVV HIILFDF\ (DFK SURWRFRO DQG DQ\ VXEVHTXHQW DPHQGPHQWYVY WR WK
SDUW RI WKH ,1' )XUWKHU HDFK FOLQLFDO WULDO PXVW EH UHYLHZHG DQG LC
ERDUG®WU DW RU VHUYLFLQJ HDFK LQVWLWXWLRQ DW ZKLFK WKH FOLQLFDO W
SURWHFWLQJ WKH ZHOIDUH DQG ULJKWV RI WULDO SDUWLFLSDQWY DQG FRQVL
SDUWLFLSDWLQJ LQ WKH FOLQLFDO WULDOV DUH PLQLPL]JHG DQG DUH UHDVRQ
DSSURYHV WKH LQIRUPHG FRQVHQW IRUP WKDW PXVW EH SURYLGHG WR HD
UHSUHVHQWDWLYH DQG PXVW PRQLWRU WKH FOLQLFDO WULDO XQWLO FRPS(
UHSRUWLQJ RI RQJRLQJ FOLQLFDO WULDOVY DQG FRPSOHWHG FOLQLFDO WULDO

+XPDQ FOLQLFDO WULDOV DUH W\SLFDOO\ FRQGXFWHG LQ WKUHH VHTXHQWLDO

a 3KDVH/ KH GUXJ LV LQLWLDOO\ LQWURGXFHG LQWR KHDOWK\ KXPDQ VXEMH
DEVRUSWLRQ PHWDEROLVP GLVWULEXWLRQ DQG H[FUHWLRQ WKH VLGH
SRVVLEOH WR JDLQ HDUO\ HYLGHQFH RI HIITHFWLYHQHVY ,Q WKH FDVH RI
GLVHDVHV HVSHFLDOO\ ZKHQ WKH SURGXFW PD\ EH WRR LQKHUHQWO\
YROXQWHHUV WKH LQLWLDO KXPDQ WHVWLQJ LV RIWHQ FRQGXFWHG LQ S

a 3KDVH7KH GUXJ LV HYDOXDWHG LQ D OLPLWHG SDWLHQW SRSXODWLRQ WR

ULVNV WR SUHOLPLQDULO\ HYDOXDWH WKH HIILFDF\ RI WKH SURGXFW IRL

GHWHUPLQH GRVDJH WROHUDQFH RSWLPDO GRVDJH DQG GRVLQJ VFKHGX(

3KDVH &QLQLFDO WULDOV DUH XQGHUWDNHQ WR IXUWKHU HYDOXDWH G

H[SDQGHG SDWLHQW SRSXODWLRQ DW JHRJUDSKLFDOO\ GLVSHUVHG FOLQ

WR HVWDEOLVK WKH RYHUDOO EHQHILW ULVN UDWLR RI WKH SURGXFW DQ

*HQHUDOO\ WZR DGHTXDWH DQG ZHOO FRQWUROOHG 3KDVH ,,, FOLQLFDO

DQ 1'$ 3KDVH ,,, FOLQLFDO WULDOV XVXDOO\ LQYROYH VHYHUDO KXQGUH(

3%

3RVW DSSURYDO VWXGLHV RU 3KDVH ,9 FOLQLFDO WULDOV PD\ EH FRQGXFWH
DUH XVHG WR JDLQ DGGLWLRQDO H[SHULHQFH IURP WKH WUHDWPHQW RI SDWLF
LOQVWDQFHYVY WKH )'$ PD\ PDQGDWH WKH SHUIRUPDQFH RI 3KDVH ,9 VWXGLHYV

3URJUHVVY UHSRUWY GHWDLOLQJ WKH UHVXOWYVY RI WKH FOLQLFDO WULDOV PXV
,1' VDIHW\ UHSRUWV PXVW EH VXEPLWWHG WR WKH )'$ DQG WKH LQYHVWLJDWRL
DQ\ ILQGLQJ IURP WHVWY LQ ODERUDWRU\ DQLPDOV WKDW VXJJHVWYV D VLJQLIL
3KDVH ,,, FOLQLFDO WULDOV PD\ IDLO WR EH FRPSOHWHG VXFFHVVIXOO\ ZLWKL
WKH VSRQVRU PD\ VXVSHQG RU WHUPLQDWH D FOLQLFDO WULDO DW DQ\ WLPF
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UHVHDUFK VXEMHFWYV RU SDWLHQWY DUH EHLQJ H[SRVHG WR DQ XQDFFHSWDE
WHUPLQDWH DSSURYDO RI D FOLQLFDO WULDO DW LWV LQVWLWXWLRQ LI WKH |
,5%xV UHTXLUHPHQWY RU LI WKH GUXJ KDV EHHQ DVVRFLDWHG ZLWK XQH[SHFW
FOLQLFDO WULDOV DUH RYHUVHHQ E\ DQ LQGHSHQGHQW JURXS RI TXDOLILHG H
DV D GDWD VDIHW\ PRQLWRULQJ ERDUG RU FRPPLWWHH 7KLV JURXS SURYLGH
PRYH IRUZDUG DW GHVLJQDWHG FKHFNSRLQWY EDVHG RQ DFFHVV WR FHUWDLC
WHUPLQDWH D FOLQLFDO WULDO EDVHG RQ HYROYLQJ EXVLQHVV REMHFWLYHYV |

&RQFXUUHQW ZLWK FOLQLFDO WULDOV FRPSDQLHV XVXDOO\ FRPSOHWH DGC
DGGLWLRQDO LQIRUPDWLRQ DERXW WKH FKHPLVWU\ DQG SK\VLFDO FKDUDFWH!
PDOQXIDFWXULQJ WKH SURGXFW LQ FRPPHUFLDO TXDQWLWLHY LQ DFFRUGDQFL!
SURFHVV PXVW EH FDSDEOH RI FRQVLVWHQWO\ SURGXFLQJ TXDOLW\ EDWFKHYV
PXVW LQFOXGH GHYHORSHG PHWKRGVY IRU WHVWLQJ WKH LGHQWLW\ VWUHQJW
DSSURSULDWH SDFNDJLQJ PXVW EH VHOHFWHG DQG WHVWHG DQG VWDELOLW\ \
GUXJ FDQGLGDWH GRHV QRW XQGHUJR XQDFFHSWDEOH GHWHULRUDWLRQ RYHU

)'$ 5HYLHZ DQG $SSURYDO 3URFHVYV

7KH UHVXOWY RI SURGXFW GHYHORSPHQW SUHFOLQLFDO VWXGLHV DQG F(
PDQXIDFWXULQJ SURFHVVY DQDO\WLFDO WHVWV FRQGXFWHG RQ WKH FKHPLVWU
LQIRUPDWLRQ DUH VXEPLWWHG WR WKH )'$ DV SDUW RI DQ 1'$ UHTXHVWLQJ DS
PXVW LQFOXGH QHJDWLYH RU DPELJXRXV UHVXOWYVY RI SUHFOLQLFDO DQG FOL
FRPH IURP FRPSDQ\ VSRQVRUHG FOLQLFDO WULDOV LQWHQGHG WR WHVW WKH
IURP D QXPEHU RI DOWHUQDWLYH VRXUFHV LQFOXGLQJ VWXGLHV LQLWLDWHG
GDWD VXEPLWWHG PXVW EH VXIILFLHQW LQ TXDOLW\ DQG TXDQWLW\ WR H'
LOQYHVWLIDWLRQDO GUXJ SURGXFW WR WKH VDWLVIDFWLRQ RI WKH )'$ 7KH VX
VXEVWDQWLDO XVHU IHHV D ZDLYHU RI VXFK IHHVY PD\ EH REWDLQHG XQGHU FH

,Q DGGLWLRQ XQGHU WKH 3HGLDWULF 5HVHDUFK (TXLW\ $FW U35($0 DQ 1'$ F
WR DVVHVV WKH VDIHW\ DQG HIIHFWLYHQHVV RI WKH GUXJ IRU WKH FODLPHG L
DQG WR VXSSRUW GRVLQJ DQG DGPLQLVWUDWLRQ IRU HDFK SHGLDWULF VXESR:
7KH )'$ PD\ JUDQW GHIHUUDOV IRU VXEPLVVLRQ Rl GDWD RU IXO0O RU SDUW
UHJXODWLRQ 35($ GRHV QRW DSSO\ WR DQ\ GUXJ IRU DQ LQGLFDWLRQ IRU Z
+RZHYHU LI RQO\ RQH LQGLFDWLRQ IRU D SURGXFW KDV RUSKDQ GHVLJQDWLRC
DQ\ DSSOLFDWLRQV WR PDUNHW WKDW VDPH SURGXFW IRU WKH QRQ RUSKDQ LC

7KH )'$ UHYLHZVY WKH FRPSOHWHQHVV RI HDFK 1'$ VXEPLWWHG EHIRUH DFFHSW
LQIRUPDWLRQ UDWKHU WKDQ DFFHSWLQJ WKH 1'$ IRU ILOLQJ 7KH )'$ PXVW PDN
UHIXVLQJ WR ILOH ZLWKLQ GD\V Rl UHFHLSW 2QFH WKH VXEPLVVLRQ LV DF
UHYLHZ RI WKH 1'$ 8QGHU WKH JRDOV DQG SROLFLHV DJUHHG WR E\ WKH )'$ X
WKH GD\ ILOLQJ GDWH LQ ZKLFK WR FRPSOHWH LWV LQLWLDO UHYLHZ RI D V
PRQWKYV IURP WKH GD\ ILOLQJ GDWH IRU D SULRULW\ 1'$ 7KH )'$ GRHV QRW
VWDQGDUG DQG SULRULW)\ 1'$V DQG WKH UHYLHZ SURFHVV LV RIWHQ VLJQLILI
LQIRUPDWLRQ RU FODULILFDWLRQ

7KH )'$ UHYLHZV HDFK 1'$ WR GHWHUPLQH DPRQJ RWKHU WKLQJV ZKHWKHU W
IRU LWV LQWHQGHG XVH DQG ZKHWKHU WKH SURGXFW LV EHLQJ PDQXIDFWX
SUHVHUYH WKH SURGXFWxV LGHQWLW\ VWUHQJWK TXDOLW\ DQG SXULW\ 7KH
RU GUXJ SURGXFWYV ZKLFK SUHVHQW GLIILFXOW TXHVWLRQV RI VDIHW\ RU HIILF
LQFOXGHV FOLQLFLDQV DQG RWKHU H[SHUWV IRU UHYLHZ HYDOXDWLRQ DQG
VKRXOG EH DSSURYHG DQG XQGHU ZKDW FRQGLWLRQV 7KH )'$ LV QRW ERXQ(
FRPPLWWHH EXW LW FRQVLGHUV VXFK UHFRPPHQGDWLRQV FDUHIXOO\ ZKHQ PD

%HIRUH DSSURYLQJ DQ 1'$ WKH )'$ ZLOO LQVSHFW WKH IDFLOLWLHYV DW ZKLFK
DSSURYH WKH SURGXFW XQOHVV LW GHWHUPLQHV WKDW WKH PDQXIDFWXULQ.
F*03 UHTXLUHPHQWY DQG DGHTXDWH WR DVVXUH FRQVLVWHQW SURGXFWLRQ
$GGLWLRQDOO\ EHIRUH DSSURYLQJ DQ 1'$ WKH )'$ PD\ LQVSHFW RQH RU PRU
*&3 UHTXLUHPHQWYV

$IWHU WKH )'$ HYDOXDWHV WKH DSSOLFDWLRQ PDQXIDFWXULQJ SURFHVV D(
DSSURYDO OHWWHU RU D &RPSOHWH 5HVSRQVH /HWWHU $Q DSSURYDO OHWWH
VSHFLILF SUHVFULELQJ LQIRUPDWLRQ IRU VSHFLILF LQGLFDWLRQV $ &RPSOHW
RI WKH DSSOLFDWLRQ LV FRPSOHWH DQG WKH DSSOLFDWLRQ LV QRW UHDG\ |
GHVFULEHYV DOO RI WKH VSHFLILF GHILFLHQFLHY LQ WKH 1'$ LGHQWLILHG E\ WE
DGGLWLRQDO FOLQLFDO GDWD DQG RU DQ DGGLWLRQDO SLYRWDO 3KDVH ,,,
FRQVXPLQJ UHTXLUHPHQWY UHODWHG WR FOLQLFDO WULDOV SUHFOLQLFDO VW
LV LVVXHG WKH DSSOLFDQW PD\ HLWKHU UHVXEPLW WKH 1'$ DGGUHVVLQJ DC
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ZLWKGUDZ WKH DSSOLFDWLRQ (YHQ LI VXFK GDWD DQG LQIRUPDWLRQ LV VXE
1'$ GRHV QRW VDWLVI\ WKH FULWHULD IRU DSSURYDO 'DWD REWDLQHG IURP F
)’$ PD\ LQWHUSUHW GDWD GLITHUHQWO\ WKDQ ZH LQWHUSUHW WKH VDPH GDWD

,] D SURGXFW UHFHLYHV UHJXODWRU\ DSSURYDO WKH DSSURYDO PD\ EH VLJ
SRSXODWLRQV DQG GRVDJHV RU WKH LQGLFDWLRQV IRU XVH PD\ RWKHUZLVH
YDOXH RI WKH SURGXFW )XUWKHU WKH )'$ PD\ UHTXLUH WKDW FHUWDLQ FF
LOQFOXGHG LQ WKH SURGXFW ODEHOLQJ RU PD\ FRQGLWLRQ WKH DSSURYDO RI V
GHYHORSPHQW RI DGHTXDWH FRQWUROV DQG VSHFLILFDWLRQV RU D FRPPLWP
RU FOLQLFDO WULDOV )RU H[DPSOH WKH )'$ PD\ UHTXLUH 3KDVH ,9 WHVWLQJ
DVVHVV D GUXJ VDIHW\ DQG HIIHFWLYHQHVY DQG PD\ UHTXLUH WHVWLQJ DQG
DSSURYHG SURGXFWV WKDW KDYH EHHQ FRPPHUFLDOL]HG 7KH )'$ PD\ DOVR
PLWLJDWLRQ VWUDWHJ\ U5(06U LV QHFHVVDU\ WR DVVXUH WKH VDIH XVH RI
QHHGHG WKH VSRQVRU RI WKH 1'$ PXVW VXEPLW D SURSRVHG 5(06 DQG WKH )
DSSURYHG 5(06 'HSHQGLQJ RQ )'$xV HYDOXDWLRQ RI D GUXJxV ULVNV D 5(
SK\VLFLDQ FRPPXQLFDWLRQ SODQV RU HOHPHQWV WR DVVXUH VDIH XVH VXFK
UHJLVWULHYVY DQG RWKHU ULVN PLQLPL]DWLRQ WRROV )ROORZLQJ DSSURYDO R
IRU PDUNHWLQJ WKH GUXJ LQ FRPSOLDQFH ZLWK WKH 5(06 DQG PXVW VXEPLW S

3RVW $SSURYDO 5HTXLUHPHQWYV

$Q\ GUXJ SURGXFWV IRU ZKLFK ZH UHFHLYH )'$ DSSURYDOV DUH VXEMHFW WR
DPRQJ RWKHU WKLQJV UHFRUG NHHSLQJ UHTXLUHPHQWY UHSRUWLQJ RI DGYH
)'$ ZLWK XSGDWHG VDIHW\ DQG HIILFDF\ LQIRUPDWLRQ SURGXFW VDPSOLQJ D
ZLWK )'$ SURPRWLRQ DQG DGYHUWLVLQJ UHTXLUHPHQWY ZKLFK LQFOXGH DPR
FRQVXPHU DGYHUWLVLQJ UHVWULFWLRQV RQ SURPRWLQJ GUXJV IRU XVHV RU I
GUXJxV DSSURYHG ODEHOLQJ NQRZQ DV URII ODEHO XVHU OLPLWDWLRQV R
DFWLYLWLHVY DQG UHTXLUHPHQWY IRU SURPRWLRQDO DFWLYLWLHYVY LQYROYL
OHJDOO\ DYDLODEOH GUXJV IRU RIIl ODEHO XVHV PDQXIDFWXUHUV PD\ QRW PDL

,Q DGGLWLRQ TXDOLW\ FRQWURO DQG PDQXIDFWXULQJ SURFHGXUHV PXVW FF
UHTXLUHPHQWY DIWHU DSSURYDO :H UHO\ DQG H[SHFW WR FRQWLQXH WR UHO
FRPPHUFLDO TXDQWLWLHV RI RXU SURGXFWV LQ DFFRUGDQFH ZLWK F*03 UHJXO
WKLQJVY TXDOLW\ FRQWURO DQG TXDOLW\ DVVXUDQFH DV ZHOO DV WKH F
GRFXPHQWDWLRQ DQG WKH REOLJDWLRQ WR LQYHVWLIJDWH DQG FRUUHFW DQ
RWKHU HQWLWLHYV LQYROYHG LQ WKH PDOQXIDFWXUH DQG GLVWULEXWLRQ R
HVWDEOLVKPHQWY ZLWK WKH )'$ DQG FHUWDLQ VWDWH DJHQFLHV DQG DUH VXI
)’$ DQG FHUWDLQ VWDWH DJHQFLHV IRU FRPSOLDQFH ZLWK F*03 DQG RWKHU OD
WR H[SHQG WLPH PRQH\ DQG HIIRUW LQ WKH DUHD RI SURGXFWLRQ DQG TXI
'LVFRYHU\ RI SUREOHPV ZLWK D SURGXFW DIWHU DSSURYDO PD\ UHVXOW LQ UH
DQ DSSURYHG 1'$ LQFOXGLQJ DPRQJ RWKHU WKLQJV UHFDOO RU ZLWKGUDZD
FKDQJHVY WR WKH PDQXIDFWXULQJ SURFHVV DUH VWULFWO\ UHJXODWHG DQG
UHTXLUH SULRU )'$ DSSURYDO EHIRUH EHLQJ LPSOHPHQWHG 2WKHU W\SHV RI
DGGLQJ QHZ LQGLFDWLRQV DQG DGGLWLRQDO ODEHOLQJ FODLPV DUH DOVR VX

7KH )'$ DOVR PD\ UHTXLUH 3KDVH ,9 WHVWLQJ DQG VXUYHLOODQFH WR PRQLWR
FROQGLWLRQV RQ DQ DSSURYDO WKDW FRXOG UHVWULFW WKH GLVWULEXWLRQ F
SUREOHPV ZLWK D SURGXFW RU WKH IDLOXUH WR FRPSO\ ZLWK DSSOLFDEOH )'$
LQFOXGLQJ DGYHUVH SXEOLFLW\ MXGLFLDO RU DGPLQLVWUDWLYH HQIRUFHPHGQ
DGYHUWLVLQJ RU FRPPXQLFDWLRQV DQG FLYLO RU FULPLQDO SHQDOWLHYV DP
RU HIITHFWLYHQHVYVY GDWD PD\ UHTXLUH FKDQJHV WR D SURGXFWxV DSSURYHG (
DQG FRQWUDLQGLFDWLRQV DQG DOVR PD\ UHTXLUH WKH LPSOHPHQWDWLRQ F
5(06 $OVR QHZ JRYHUQPHQW UHTXLUHPHQWY LQFOXGLQJ WKRVH UHVXOWLQJ
WKH )'$xV SROLFLHV PD\ FKDQJH ZKLFK FRXOG GHOD\ RU SUHYHQW UHJXC
GHYHORSPHQW

&RYHUDJH DQG 5HLPEXUVHPHQW

$ SKDUPDFHXWLFDO PDQXIDFWXUHUxV DELOLW\ WR FRPPHUFLDOL]H DQ\ DSSUR
RQ WKH HI[WHQW WR ZKLFK FRYHUDJH DQG DGHTXDWH UHLPEXUVHPHQW IRU VX
DYDLODEOH IURP WKLUG SDUW\ SD\RUV LQFOXGLQJ JRYHUQPHQW KHDOWK DG
KHDOWK PDLQWHQDQFH RUJDQL]DWLRQV DQG RWKHU RUJDQL]JDWLRQV 7KLUG ¢
WUHDWPHQWY WKH\ ZLOO FRYHU DQG HVWDEOLVK UHLPEXUVHPHQW OHYHOV $V
D WKLUG sDUW\ SD\RU WKH UHVXOWLQJ UHLPEXUVHPHQW SD\PHQW UDWHYV PD
WKDW SDWLHQWYV ILQG XQDFFHSWDEO\ KLJK 3DWLHQWY DUH XQOLNHO\ WR XVF
SURGXFW XQOHVV FRYHUDJH LV SURYLGHG DQG UHLPEXUVHPHQW LV DGHTXDW
RI WKH GUXJ SURGXFW DQG DVVRFLDWHG WUHDWPHQW 7KHUHIRUH FRYHUDJH
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GUXJ SURGXFW DFFHSWDQFH &RYHUDJH GHFLVLRQV PD\ GHSHQG XSRQ FOLQLF
GUXJ SURGXFWV ZKHQ PRUH HVWDEOLVKHG RU ORZHU FRVW WKHUDSHXWLF DO
EHFRPH DYDLODEOH

7KLUG sDUw\ SD\RUV DUH GHYHORSLQJ LQFUHDVLQJO\ VRSKLVWLFDWHG PHWK
OLPLWLQJ FRYHUDJH DQG WKH DPRXQW RI UHLPEXUVHPHQW IRU GUXJ SURGXF\
JRYHUQPHQW VWDWH OHJLVODWXUHYVY DQG IRUHLJQ JRYHUQPHQWY KDYH FRQW
LOQFOXGLQJ SULFH FRQWUROV UHVWULFWLRQV RQ UHLPEXUVHPHQW DQG UHTXL
QR XQLIRUP SROLF\ UHTXLUHPHQW IRU FRYHUDJH DQG UHLPEXUVHPHQW IRU GU
WKH 8QLWHG 6WDWHYV

7KHUHIRUH FRYHUDJH DQG UHLPEXUVHPHQW IRU GUXJ SURGXFWV FDQ GLIIHU V
FRYHUDJH GHWHUPLQDWLRQ SURFHVV LV RIWHQ D WLPH FRQVXPLQJ DQG FR
PDQXIDFWXUHUV WR SURYLGH VFLHQWLILF DQG FOLQLFDO VXSSRUW IRU WKH X
QR DVVXUDQFH WKDW FRYHUDJH DQG DGHTXDWH UHLPEXUVHPHQW ZLOO EH |
LQVWDQFH

+HDOWKFDUH /DZV

+HDOWKFDUH SURYLGHUV SK\VLFLDQV DQG RWKHUV ZLOO SOD\ D SULPDU\ URC(
LOQOWR WUHDWPHQW UHJLPHV RI GUXJ SURGXFWV LI DSSURYHG $ SKDUPDFHXYV
8QLWHG 6WDWHYVY DQG LWV DUUDQJHPHQWY ZLWK FOLQLFDO LQYHVWLJIJDWRUYV
DQG SDWLHQWYVY H[SRVH LW WR EURDGO\ DSSOLFDEOH IHGHUDO DQG VWDWH Il
obzv PD\ LPSDFW DPRQJ RWKHU WKLQJV UHVHDUFK SURSRVHG VDOHV PDUI
FDQGLGDWHYV WKDW REWDLQ PDUNHWLQJ DSSURYDO O5HVWULFWLRQV XQGHU
KHDOWKFDUH ODZV DQG UHJXODWLRQV LQFOXGH EXW DUH QRW OLPLWHG WR V
a WKH 86 IHGHUDO $QWL .LFNEDFN 6WDWXWH ZKLFK SURKLELWY DPRQJ
NQRZLQJO\ DQG ZLOOIXOO\ VROLFLWLQJ RIIHULQJ UHFHLYLQJ RU SURYLC
RU UHEDWH GLUHFWO\ RU LQGLUHFWO\ LQ FDVK RU LQ NLQG WR LQGXFI
DQ LQGLYLGXDO IRU RU WKH SXUFKDVH OHDVH RUGHU RU UHFRPPHQGDYV
ZKLFK SD\PHQW PD\ EH PDGH XQGHU IHGHUDO KHDOWKFDUH SURJUDPV VXI
86 IHGHUDO FLYLO DQG FULPLQDO IDOVH FODLPV ODZV DQG FLYLO PRQF
&ODLPV $FW ZKLFK FDQ EH HQIRUFHG E\ LQGLYLGXDOV WKURXJK FLYLO
SURKLELW LQGLYLGXDOV RU HQWLWLHY IURP DPRQJ RWKHU WKLQJV NQF
FODLPV IRU SD\PHQW WKDW DUH IDOVH RU IUDXGXOHQW RU PDNLQJ D IDC
DQ REOLJDWLRQ WR SD\ PRQH\ WR WKH IHGHUDO JRYHUQPHQW
a +,3%% ZKLFK FUHDWHG DGGLWLRQDO IHGHUDO FULPLQDO VWDWXWHV ZKL
DWWHPSWLQJ WR H[HFXWH D VFKHPH WR GHIUDXG DQ\ KHDOWKFDUH EH
IDOVLI\LQJ FRQFHDOLQJ RU FRYHULQJ XS D PDWHULDO IDFW RU PDNLQ
PDWWHUV
+,3%$ DV DPHQGHG E\ WKH +HDOWK ,QIRUPDWLRQ 7HFKQRORJ\ IRU (FRQRI
LPSOHPHQWLQJ UHJXODWLRQV ZKLFK LPSRVH FHUWDLQ UHTXLUHPHQW!
KHDOWKFDUH SURYLGHUV KHDOWK SODQV DQG KHDOWKFDUH FOHDULC
LQGLYLGXDOV DQG HQWLWLHV WKDW SHUIRUP IXQFWLRQV RU DFWLYLW
LQIRUPDWLRQ RQ EHKDOI RI FRYHUHG HQWLWLHV LQFOXGLQJ PDQGD\
VDIHIJXDUGLQJ WKH SULYDF\ VHFXULW\ DQG WUDQVPLVVLRQ RI LQGLYLGXI
86 IHGHUDO WUDQVSDUHQF\ UHTXLUHPHQWY XQGHU WKH 3K\VLFLDQ 3D\P
$&$ WKDW UHTXLUH DSSOLFDEOH PDQXIDFWXUHUV RI FRYHUHG GUXJV G
ZKLFK SD\PHQW LV DYDLODEOH XQGHU OHGLFDUH OHGLFDLG RU WKH &K
VSHFLILF HIFHSWLRQV WR WUDFN DQG DQQXDOO\ UHSRUW WR &06 SD\PHC
SK\VLFLDQV DQG WHDFKLQJ KRVSLWDOV DQG FHUWDLQ RZQHUVKLS DQG
WKHLU LPPHGLDWH IDPLO\ PHPEHUV DQG
a DQDORJRXV VWDWH RU IRUHLJQ ODZV DQG UHJXODWLRQV VXFK DV VWDW
PD\ DSSO\ WR LWHPV RU VHUYLFHV UHLPEXUVHG E\ DQ\ WKLUG SDUW\ SD
PDUNHWLQJ DQG RU WUDQVSDUHQF\ ODZVY DSSOLFDEOH WR PDQXIDFWXU}
IHGHUDO UHTXLUHPHQWY VWDWH ODZV WKDW UHTXLUH ELRSKDUPDF}
ELRSKDUPDFHXWLFDO LQGXVWU\xV YROXQWDU\ FRPSOLDQFH JXLGHOLQ!
SURPXOJDWHG E\ WKH IHGHUDO JRYHUQPHQW VWDWH DQG ORFDO ODzV W
VDOHVY UHSUHVHQWDWLYHVY DQG VWDWH ODZV JRYHUQLQJ WKH SULYDF\
FLUFXPVWDQFHV PDQ\ Rl ZKLFK GLIIHU IURP HDFK RWKHU LQ VLJQLILFDQ
DV +,3%5$ WKXV FRPSOLFDWLQJ FRPSOLDQFH HIIRUWYV

3%

Q-

4%

(QVXULQJ EXVLQHVYVY DUUDQJHPHQWY ZLWK WKLUG SDUWLHYV FRPSO\ ZLWK DSSC
W LV SRVVLEOH WKDW JRYHUQPHQWDO DXWKRULWLHY ZLOO FRQFOXGH WKDW I
VWDWXWHY UHJXODWLRQV RU FDVH ODZ LQYROYLQJ DSSOLFDEOH IUDXG DQG I
SKDUPDFHXWLFDO PDQXIDFWXUHUxV RSHUDWLRQV DUH IRXQG WR EH LQ YL
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JRYHUQPHQWDO UHJXODWLRQV WKDW PD\ DSSO\ WR LW LW PD\ EH VXEMHFW
SHQDOWLHVY GDPDJHV ILQHV GLVJRUJHPHQW LQGLYLGXDO LPSULVRQPHQW

KHDOWKFDUH SURJUDPV VXFK DV OHGLFDUH DQG OHGLFDLG DGGLWLRQDO UHS
VXEMHFW WR D FRUSRUDWH LQWHJULW\ DJUHHPHQW RU VLPLODU DJUHHPHQW \
ObzZzvV FRQWUDFWXDO GDPDJHV UHSXWDWLRQDO KDUP GLPLQLVKHG SURILWV D

+HDOWKFDUH 5HIRUP

,Q WKH 8QLWHG 6WDWHV WKH $&$ LV VLIQLILFDQWO\ LPSDFWLQJ WKH SURYI
SURYLVLRQV RI WKH $&$ ZHUH GHVLJQHG WR H[SDQG OHGLFDLG HOLJLELOL)
LOQFHQWLYHV IRU EXVLQHVVHY WR SURYLGH KHDOWKFDUH EHQHILWY SURKLELYV
HVWDEOLVK KHDOWK LQVXUDQFH H[FKDQJHV DQG SURYLGH DGGLWLRQDO V;
WKHUDSHXWLF SURGXFWVY VSHFLILFDOO\ WKH $&$% DPRQJ RWKHU WKLQJV H[SI
FRYHUHG XQGHU OHGLFDLG SURJUDPV DQG PDGH FKDQJHV WR WKH FRYHUDJH U
GUXJ EHQHILW

6LQFH LWV HQDFWPHQW WKHUH KDYH EHHQ MXGLFLDO DQG OHJLVODWLYH FKD
H[HFXWLYH EUDQFK HIIRUWV WR UHSHDO RU UHSODFH FHUWDLQ DVSHFWV RI V
VRXJKW WR EROVWHU WKH $&$% WKURXJK H[HFXWLYH RUGHU

:KLOH &RQJUHVV KDV QRW SDVVHG FRPSUHKHQVLYH UHSHDO OHJLVODWLRQ W
WD[HV XQGHU WKH $&%$ KDYH EHHQ VLJQHG LQWR ODZ 7KH 7D[ &XWV DQG -REV
HITHFWLYH -DQXDU\ WKH WD[ EDVHG VKDUHG UHVSRQVLELOLW\ SD\PHQW
ZKR IDLO WR PDLQWDLQ TXDOLI\LQJ KHDOWK FRYHUDJH IRU DOO RU SDUW RI D
PDQGDWH U 7KH )XUWKHU &RQVROLGDWHG $SSURSULDWLRQV $FW VLIQHG
FHUWDLQ $&$ PDQGDWHG IHHV LQFOXGLQJ WKH VR FDOOHG U&DGLOODFU W
LQVXUDQFH SODQV WKH PHGLFDO GHYLFH H[FLVH WD[ DQG HIIHFWLYH IRU

LQVXUDQFH SURYLGHUV EDVHG RQ PDUNHW VKDUH 7KH %%$ DPRQJ RWKHU WK

WR LQFUHDVH IURP WR WKH SRLQW RI VDOH GLVFRXQW WKDW LV RZI
SDUWLFLSDWH LQ OHGLFDUH 3DUW ' DQG WR FORVH WKH FRYHUDJH JDS LQ PRV
WKH UGRQXW KROH U ,Q -XO\ &06 SXEOLVKHG D ILQDO UXOH SHUPLWWLQJ

FHUWDLQ $&$% TXDOLILHG KHDOWK SODQV DQG KHDOWK LQVXUDQFH LVVXHUV XC
WR WKH RXWFRPH RI IHGHUDO GLVWULFW FRXUW OLWLJDWLRQ UHJDUGLQJ WKH

,Q '"HFHPEHU DIHGHUDO GLVWULFW FRXUW LQ D FKDOOHQJH EURXJKW E\ D
$&%$ XQFRQVWLWXWLRQDO LQ LWV HQWLUHW\ EHFDXVH RQFH &RQJUHVV UHSHD
7D[ &XWV DQG -REV $FW WKHUH ZDV QR ORQJHU D EDVLV WR UHO\ RQ &RQJUHV
WKH ODZ ,Q 'HFHPEHU D IHGHUDO DSSHDOV FRXUW DJUHHG WKDW WKH L
UHPDQGHG WKH FDVH EDFN WR WKH GLVWULFW FRXUW WR DVVHVV PRUH FDU
VHYHUDEOH DQG FRXOG VXUYLYH ,Q ODUFK WKH 6 XSUHPH &RXUW JUDQWHG
MXGIJPHQW RI WKH IHGHUDO DSSHDOV FRXUW 2UDO DUJXPHQW ZDV KHOG LQ \
H[SHFWHG E\ WKH WLPH WKH FXUUHQW 6XSUHPH &RXUW WHUP HQGV LQ -XQH R
DQG DQ\ UHPDQG RI WKH DFWLRQ WR D FRXUW EHORZ RU IXUWKHU OLWLJDWL]|
SHULRG RI WLPH WKH $&$% UHPDLQV RSHUDWLRQDO :H FDQQRW SUHGLFW WKH
WR WKH $&% RU RWKHU IHGHUDO DQG VWDWH UHIRUP HIIRUWY DQG WKHUH F
UHIRUPV ZLOO QRW DGYHUVHO\ DIIHFW RXU IXWXUH EXVLQHVV DQG ILQDQFLDO

,Q DGGLWLRQ ERWK WKH %XGJHW &RQWURO $FW RI DQG WKH $75% KDYH
UHGXFWLRQV LQ OHGLFDUH SD\PHQWV WR FHUWDLQ SURYLGHUV

JXUWKHU WKHUH KDV EHHQ KHLJKWHQHG JRYHUQPHQWDO VFUXWLQ\ RYHU WK
WKHLU PDUNHWHG SURGXFWV ZKLFK KDV UHVXOWHG LQ VHYHUDO UHFHQW 8
HQDFWHG IHGHUDO DQG VWDWH OHJLVODWLRQ GHVLIQHG WR DPRQJ RWKHU
UHYLHZ WKH UHODWLRQVKLS EHWZHHQ SULFLQJ DQG PDQXIDFWXUHU SDWLHC
OHGLFDUH DQG UHIRUP JRYHUQPHQW SURJUDP UHLPEXUVHPHQW PHWKRGRORJL}

$GGLWLRQDOO\ RQ 0D\ WKH 5LJKW WR 7U\ $FW ZDV VLJQHG LQWR ODZ
IHGHUDO IUDPHZRUN IRU FHUWDLQ SDWLHQWV WR DFFHVV FHUWDLQ LQYHVWL,
3KDVH , FOLQLFDO WULDO DQG WKDW DUH XQGHUJRLQJ LQYHVWLJIJDWLRQ IRU )
SDWLHQWY FDQ VHHN WUHDWPHQW ZLWKRXW HQUROOLQJ LQ FOLQLFDO WULDO
HISDQGHG DFFHVV SURJUDP 7KHUH LV QR REOLJDWLRQ IRU D SKDUPDFHXWLF
DYDLODEOH WR HOLJLEOH SDWLHQWY DV D UHVXOW RI WKH 5LJKW WR 7U\ $FW

5HIJXODWLRQ LQ WKH (8

,Q WKH (8 KHDOWK SURGXFWV TXDOLI\ W\SLFDOO\ DV PHGLFLQDO SURGXFV
UHTXLUHPHQWY DSSOLFDEOH WR HDFK RI WKHVH W\SHV RI SURGXFWYV YDU\ VLJC



[znEos 1L dRQWHQWY

7KH GHPDUFDWLRQ EHWZHHQ WKH GHILQLWLRQV RI UPHGLFDO GHYLFHU DQG U
GLIILFXOW WR GUDZ IRU VRPH SURGXFWV UHIHUUHG WR DV UERUGHUOLQH SL
FRQVWLWXWHY D GHYLFH RU D PHGLFLQDO SURGXFW D QXPEHU RI IDFWRUV P
UHJDUGLQJ WKH IXQFWLRQ RI WKH SURGXFW WKH PRGH RI DFWLRQ RQ WKH K>
WKH SURGXFW &ODVVLILFDWLRQ GHFLVLRQV DUH WDNHQ DW D QDWLRQDO OHY
DUH EDVHG RQ D QXPEHU RI SULQFLSOHV WKDW DUH KDUPRQL]JHG DFURVV WK
LQWHUSUHWHG GLIIHUHQWO\ RQ D FDVH E\ FDVH EDVLV DQG DV D UHVXOW D S
RQH OHPEHU 6WDWH DQG DV D PHGLFDO GHYLFH LQ DQRWKHU 2XU SURGXFW
WKH (8 7KLV FODVVLILFDWLRQ LV VXSSRUWHG E\ WKH FRQIRUPLW\ DVVHVVPHQ
%RG\ ZKLFK OHG WR WKH GUDZLQJ XS Rl WKH (8 '"HFODUDWLRQ RI &RQIRUPLW\
DQG LQ E\ WKH QDWLRQDO FRPSHWHQW DXWKRULWLHV RI ,UHODQG DQG
FODVVLILHG DV PHGLFLQDO SURGXFWV WKH\ ZRXOG EH VXEMHFW WR D GLIIHL
VWULQJHQW SUH PDUNHW DXWKRUL]JDWLRQ UHTXLUHPHQWYV WKDW GLIIHU VLJQ]
WKDW DUH DSSOLFDEOH WR PHGLFDO GHYLFHYV

$Q (YROYLQJ 5HIXODWRU\ )UDPHZRUN

7KH UHJXODWLRQ RI PHGLFDO GHYLFHV LQ WKH (8 LV FXUUHQWO\ HYROYLQJ IUF
Uo"'U WR QHZ UXOHV ZKLFK ZLOO KDYH D GLUHFW LPSDFW RQ RXU EXVLQHVV

WKH OHGLFDO 'HYLFHV 5HJXODWLRQ 5HJXODWLRQ (8 WKH U0'50
WUDQVLWLRQ SHULRG 7KH 0'5 ZLOO SURJUHVVLYHO\ UHSODFH WKH 0'"" DQG L
UHJXODWRU\ UHJLPH DSSOLFDEOH WR PHGLFDO GHYLFHYV

8QGHU WKH WUDQVLWLRQDO SURYLVLRQV RI WKH 0'5 XQWLO 0D\ WKH
PDUNLQJ RI PHGLFDO GHYLFHV FDQ EH FDUULHG RXW DW WKH PDQXIDFWXUHU x
DFFRUGDQFH ZLWK WKH 0'" 6KRXOG D PDQXIDFWXUHU HOHFW WR SHUIRUP F
FRQQHFWLRQ ZLWK RXU 1%7;5 SURGXFW IRU WKH WUHDWPHQW RI 676 WKH U
HDUOLHU RI D WKH HQG RI WKH SHULRG LQGLFDWHG RQ WKH FHUWLILFDWH V

7KH PHGLFDO GHYLFHV WR ZKLFK WKHVH FHUWLILFDWHY DSSO\ PD\ RQ
FRPSO\ ZLWK WKH 0" DQG SURYLGHG WKDW QR VLJQLILFDQW FKDQJHV DUH EL
SXUSRVH ORUHRYHU WKH PDQXIDFWXUHUV RI WKRVH GHYLFHV WKDW DUH FHU
QXPEHU RI UHTXLUHPHQWY RI WKH 0'5 H J WKRVH UHODWLQJ WR SRVW PDUNH
DEOH WR VHOO VXFK GHYLFHV RQO\ XS XQWLO 0D\ DW WKH ODWHVW $IWt
WR EH IXOO\ FRPSOLDQW ZLWK WKH 0'5

8QGHU WKH 0'5 DOO GHYLFHV LQFRUSRUDWLQJ RU FRQVLVWLQJ Rl QDQRPDWH L
D KLJK RU PHGLXP SRWHQWLDO IRU LQWHUQDO H[SRVXUH 7KH 0'5 LQWURGXFI
&ODVV ,,, GHYLFHV ,Q SDUWLFXODU PDQXIDFWXUHUV ZLOO EH UHTXLUHG WR ¥
QRW KDYH UVXIILFLHQWO FOLQLFDO GDWD WR VXSSRUW WKH VDIHW\ SHUIRUPI
FDQQRW JXDUDQWHH WKDW RXU RQJRLQJ WULDOV IRU RXU SURGXFW FDQGLGD!
ZLOO EH FRQVLGHUHG DV UVXIILFLHQWU XQGHU WKH 0'5

7KH 0'5 DOVR LOQWURGXFHV LQFUHDVHG VFUXWLQ\ RI FRQIRUPLW\ DVVHVVPHQW
GHYLFHV )RU VXFK GHYLFHV WKH 0'5 UHTXLUHV WKDW UHOHYDQW (XURSHDQ &
WKH FRQIRUPLW\ DVVHVVPHQW SURFHGXUH WKH FOLQLFDO DVVHVVPHQW RI Wt
IXUWKHU VXEMHFW WR D PHFKDQLVP DOORZLQJ FRPSHWHQW DXWKRULWLHV RI
'HYLFH &RRUGLQDWLRQ *URXS WR VFUXWLQL]H WKH GRFXPHQWDWLRQ VXEPI
GRFXPHQWDWLRQ SURGXFHG E\ WKH 1RWLILHG %RG\ DQG WKH UHOHYDQW HJ:
FRQIRUPLW\ DVVHVVPHQW SURFHGXUH

,Q DGGLWLRQ XQGHU WKH 0'5 PDQXIDFWXUHUV RI &0ODVV ,,, GHYLFHV ZLOO
UHTXLUHPHQW FDOOHG WKH 3HULRGLF 6DIHW\ 8SGDWH 5HSRUW U3685U DLPH!
VXUYHLOODQFH GDWD JDWKHUHG LQFOXGLQJ GDWD IURP WKHLU 3RVW ODUNHW

7KH DPRXQW RI JXLGDQFH DYDLODEOH RQ WKHVH QHZ UHTXLUHPHQWYV LV F
&RPPLVVLRQ LV VHW WR DGRSW D QXPEHU RI GHOHJDWHG DQG LPSOHPHQWLQJ
DQG REOLJDWLRQV XQGHU WKH 0'5 :H DUH LQ WKH SURFHVV RI DVVHVVLQJ WKF
JXLGDQFH RQ RXU EXVLQHVV EXW ZLOO EH DEOH WR FRPSOHWH VXFK DVVHV\
IRUPDOO\ DGRSWHG 'XH WR WKHVH QHZ UHJXODWRU\ UHTXLUHPHQWY FRQIRL
HISHULHQFH GHOD\V

&( ODUNLQJ 5HTXLUHPHQWYV
$V PDOQXIDFWXUHUV RI PHGLFDO GHYLFHV LQ WKH (8 ZH DUH UHTXLUHG XQGH!

WKH 0'5 WR DIIL[ D &( PDUNLQJ RI FRQIRUPLW\ D U&( PDUNU WR RXU SUR!
OHPEHU 6WDWHV RI WKH (8
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7KH &( PDUN LV D VIPERO WKDW GHPRQVWUDWHV FRQIRUPLW\ WR FHUWDLQ H'
PDQGDWHG LQ WKH 0'"" DQG WKH 0'5 ZKLFK DUH UHIHUUHG WR DV WKH U(VVHQ\
&( PDUNHG SURGXFWV PD\ EH VROG ZLWKLQ WKH (($ DV ZHOO DV LQ RWKHU FFR
PDUN

'"HYLFHV LQ WKH (8 DUH FODVVLILHG LQ IRXU GLIIHUHQW FODVVHV , ,,D ,,E D
XVHU %RWK WKH 0" DQG WKH 0'5 LQFOXGH VSHFLILF UXOHV RQ FODVVLILFD
SDUDJUDSK WLWOHG U7KH OHGLFLQDO 'HYLFHV 5HJXODWLRQU IRU D PRUH GHW
GLUHFW LPSDFW RQ RXU EXVLQHVV LQ WKH QHDU IXWXUH 7\SLFDOO\ WKH KLJ
DUH GHHPHG WR SUHVHQW WKH KLJKHVW ULVN DQG DUH WKHUHIRUH VXEMHFW \

(8 ' HYHORSPHQW 3URFHVYV

JRU &ODVV ,,, GHYLFHV VXFK DV 1%7;5 DQG IRU LPSODQWDEOH GHYLFHV LW
LQYHVWLIDWLRQ WR GHPRQVWUDWH WKDW WKH SURGXFW FRPSOLHV ZLWK WKH

&OLQLFDO LQYHVWLJDWLRQVY DUH XQGHUWDNHQ WR DVVHVV WKH VDIHW\ DQG
ZKHWKHU WKH SURGXFW LV VXLWDEOH IRU WKH SXUSRVH V DQG SRSXODWLRQ
PXVW IROORZ D SURSHU ULVN PDQDJHPHQW SURFHGXUH WR DYRLG XQGXH ULV
DQG UHIJXODWRU\ UHTXLUHPHQWYV EH DSSURSULDWHO\ GHVLJQHG DQG IROORZ

&OLQLFDO LQYHVWLJDWLRQV PXVW WDNH LQWR DFFRXQW VFLHQWLILF SULQFL
FRQGXFWHG LQ DFFRUGDQFH ZLWK JRRG FOLQLFDO SUDFWLFHV DV RXWOLQH

DQG FRQVLVWHQW ZLWK WKH +HOVLQNL 'HFODUDWLRQ DGRSWHG E\ WKH
7KLV PHDQV WKDW IRU H[DPSOH DOO UHVHDUFK VXEMHFWV PXVW KDYH SURYL
LQ DQ\ FOLQLFDO LQYHVWLJDWLRQ

(DFK FOLQLFDO LQYHVWLJIJDWLRQ PXVW EH VXEPLWWHG IRU FRQVLGHUDWLRQ
HWKLFV FRPPLWWHHY DQG FRPSHWHQW QDWLRQDO DXWKRULWLHV

%RWK WKH 0'" DQG WKH 0'5 VSHFLILFDOO\ UHTXLUH WKDW DOO VHULRXV DGYHU'
WR DOO FRPSHWHQW DXWKRULWLHV RI WKH (8 OHPEHU 6WDWHV LQ ZKLFK W
THUPLQDWLRQ RI D FOLQLFDO LQYHVWLJDWLRQ PXVW DOVR EH QRWLILHG WR VX
WKDW WKH UHVXOWY RI FOLQLFDO LQYHVWLIJDWLRQV LQFOXGLQJ D FULWLFDO
VLIQHG E\ WKH DXWKRUL]JHG SHUVRQ UHVSRQVLEOH DQG LQFOXGHG RU UHIH
GHYLFH

7KH 0'5 VSHFLILHVY FRQGLWLRQV UHTXLUHG IRU WKH FROOHFWLRQ RI GDWD I
GHYLFHV

7KHVH UHTXLUHPHQWY ODUJHO\ DOLJQ ZLWK WKRVH DSSOLFDEOH WR FOLQLFI
UXOHV RQ LQIRUPHG FRQVHQW DQG WKH SURWHFWLRQ RI YXOQHUDEOH SHUVR
ZRPHQ DQG GLVDEOHG SHUVRQV

&OLQLFDO WULDOV FRQGXFWHG LQ VHYHUDO (XURSHDQ FRXQWULHV DUH HJ¢
DVVHVVPHQW

7KH FRQGXFW RI D FOLQLFDO LQYHVWLIJDWLRQ LV DOVR VXEMHFW WR (8 OHPE
WKHUH DUH VSHFLILF UXOHV JRYHUQLQJ WKH SURWHFWLRQ RI SDWLHQWYV FRQ)\

7TUDFNLQJ

7KH 0'5 LOQOWURGXFHV D V\VWHP IRU WKH UHJLVWUDWLRQ RI GHYLFHV DQG WK
UHSUHVHQWDWLYHY LQ RUGHU WR HQVXUH WKH WUDFHDELOLW\ RI GHYLFHV W
,GHQWLILFDWLRQ 8', VI\VWHP 7KH SXUSRVH RI WKLV VI\VWHP LV WR HQDEOH DI
SUREOHP

IRWLILHG %REBROHRUPQ®/\ $VVHVVPHQW 3URFHGXUHYV

7R GHPRQVWUDWH FRPSOLDQFH ZLWK WKH DSSOLFDEOH (VVHQWLDO 5HTXLUHF
IROORZ D FRQIRUPLW\ DVVHVVPHQW SURFHGXUH ZKLFK YDULHV DFFRUGLQJ \
FODVVLILFDWLRQ ([FHSW IRU ORZ ULVN PHGLFDO GHYLFHV PRVW &ODVV , G
W\SLFDOO\ UHTXLUHV WKH LQWHUYHQWLRQ RI DQ LQGHSHQGHQW FHUWLILFD\
DVVHVVPHQWY NQRZQ DV D U1RWLILHG %RG\ U 8QGHU WKH FRQIRUPLW\ DVVHV)\
RXU SURGXFWV RXU 1RWLILHG %RG\ ZLOO DXGLW DQG H[DPLQH WKH WHFKQL
PDQXIDFWXUH GHVLJQ DQG ILQDO LQVSHFWLRQ RI RXU SURGXFWV I ZH VXFFF
IRWLILHG %RG\ ZLOO LVVXH DQ (& &HUWLILFDWH RI &RQIRUPLW\ 7KLV FHUWLIL
WR LWV PHGLFDO GHYLFHV DIWHU KDYLQJ SUHSDUHG DQG VLJQHG D U(& 'HFOL
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'HFODUDWLRQ RI &RQIRUPLW\U XQGHU WKH 0'5 LQGLFDWLQJ WKDW WKH SURGC
FHUWLILFDWH LV YDOLG IRU D PD[LPXP RI ILYH \HDUV DQG PD\ EH HIWHQGHG R
:KLOH ZH KDYH VXFFHVVIXOO\ FRPSOHWHG WKH PHQWLRQHG UHJXODWRU\ SU
WUHDWPHQW RI 676 ZH FDQQRW JXDUDQWHH WKDW DOO RXU SURGXFW FDQGLG

.| ZH PRGLI\ VXEVWDQWLYHO\ RXU GHYLFHV ZH PD\ QHHG WR EURDGHQ RU UH
PDUNLQJ RI WKH PRGLILHG SURGXFW 7KH (& (8 &HUWLILFDWH RI &RQIRUPLW\ F|
IRWLILHG %RG\ ILQGV WKDW SHUWLQHQW UHTXLUHPHQWY RI WKH 0" RU 0'5 L
LPSOHPHQWHG DSSURSULDWH FRUUHFWLYH PHDVXUHYVY 7KH VDPH PD\ EH WUXH
WKH IXWXUH

7KH 0'5 VWUHQJWKHQV WKH UXOHV RQ WKH GHVLJQDWLRQ RUJDQL]DWLRQ DQ
WKDW DVVHVV WKH FRQIRUPLW\ RI PHGLFDO GHYLFHV WKDW SUHVHQW D PRGH
RQ WKH PDUNHW 7KHVH 1RWLILHG %RGLHV PXVW PHHW WKH VDPH KLJK TXDOL
QHFHVVDU\ VWDII WR FDUU\ RXW WKHLU FRQIRUPLW\ DVVHVVPHQW WDVNV ,Q
ZKLFK DUH XQDQQRXQFHG PXVW EH FDUULHG RXW DQG DVVHVVPHQWV RI FF
LQGHSHQGHQW H[SHUW JURXSV HVWDEOLVKHG DW WKH (8 OHYHO

3RVW ODUNHW 9LJLODQFH

2QFH &( PDUNHG DQG SODFHG RQ WKH (($ PDUNHW PHGLFDO GHYLFHV DUH
DFFRUGDQFH ZLWK WKHVH UHTXLUHPHQWYV PDQXIDFWXUHUV PXVW UHSRUW L
UHTXLUHG WR WDNH U)LHOG 6DIHW\ &RUUHFWLYH $FWLRQVU U)6&$VU WR UHG
VWDWH RI KHDOWK DVVRFLDWHG ZLWK WKH XVH RI D PHGLFDO GHYLFH WKDW L
PXVW DOVR EH FRPPXQLFDWHG WR FXVWRPHUV DQG HQG XVHUV WKURXJK )LHOC

,Q DGGLWLRQ WR UHSRUWLQJ REOLJDWLRQV IRU PDQXIDFWXUHUV UHJDUGLQJ V
VHULRXV WKH 0'5 LQWURGXFHV DQ REOLJDWLRQ IRU (8 OHPEHU 6WDWHYV
SURIHVVLRQDOV XVHUV DQG SDWLHQWYVY WR UHSRUW VXVSLFLRXV LQFLGHQWYV I

BULFLQJ DQG 5HLPEXUVHPHQW

6DOHV RI RXU SURGXFWV LQ WKH (($ ZLOO EH ODUJHO\ LQIOXHQFHG E\ WKH
QHIJRWLDWLRQV ZLWK WKH QDWLRQDO DXWKRULWLHV RI HDFK RI WKH (($ OHPE
IXQGY 7KHVH WKLUG SDUW\ SD\RUV DUH LQFUHDVLQJO\ OLPLWLQJ FRYHUDJH
VHUYLFHV ,Q DGGLWLRQ (($ JRYHUQPHQWY KDYH FRQWLQXHG LPSOHPHQWLQ.
FRQWUROV UHVWULFWLRQV RQ UHLPEXUVHPHQW DQG UHTXLUHPHQWY IRU VXE
FROQOWUROV DQG FRVW FRQWDLQPHQW PHDVXUHV DQG DGRSWLRQ RI PRUH UH
FROQWUROV DQG PHDVXUHV FRXOG IXUWKHU OLPLW RXU QHW UHYHQXH DQG UF
RXU SURGXFWYVY RU D QHJDWLYH RXWFRPH RI RXU UHLPEXUVHPHQW QHJRWLDWLI
RQFH DSSURYHG DQG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU VDOHV UHVX

ODUNHWLQJ $GYHUWLVLQJ DQG 7UDQVSDUHQF\

,Q WKH (8 WKH PDUNHWLQJ DQG DGYHUWLVLQJ RI PHGLFDO GHYLFHV LV VXEM
SURKLELW L WKH SURPRWLRQ RI VXFK SURGXFWYV IRU XVHV WKDW ZHUH QRW
XQGHUO\LQJ WKH SURGXFWVx &( PDUNLQJ DQG LL WKH SURPRWLRQ RI QRQ &(
SURKLELW PLVOHDGLQJ DQG XQIDLU DGYHUWLVLQJ RI PHGLFDO GHYLFHV 7KH
(8 OHPEHU 6WDWH QDWLRQDO ODZV ZKLFK PD\ IXUWKHU UHVWULFW RU SURKLE
LOQWHUDFWLRQV EHWZHHQ PHGLFDO GHYLFH PDQXIDFWXUHUV DQG KHDOWKFD
WUDQVIHUV Rl YDOXH O DUH VWULFWO\ UHIJXODWHG WKURXJKRXW WKH (8 ZLWK
EH PLVXVHG WR LQIOXHQFH SXUFKDVLQJ GHFLVLRQV WKURXJK XQGXH RU LPS
SURKLELWHG WKURXJKRXW WKH (8 O DQG E WR HQVXUH WKDW VXFK LQWHUDF\
XVH RU UHFRPPHQGDWLRQ RI DQ\ VSHFLILF SURGXFWYV

)LQDOO\ LQFUHDVLQJ WUDQVSDUHQF\ UHTXLUHPHQWY DUH PDQGDWHG XQGHU
Rl FRQGXFW 8QGHU WKHVH UHTXLUHPHQWYV PDQXIDFWXUHUV RI KHDOWK SU
WUDQVIHUV RI YDOXH ZKHWKHU LQ NLQG RU LQ FDVK WKH\ SURYLGH WR
RUJDQL]DWLRQV

$vV D UHVXOW RI WKH DERYH UHTXLUHPHQWY PDQXIDFWXUHUV RI ERWK PHGLF
PRQLWRULQJ RI WKHLU SURPRWLRQDO DFWLYLWLHV $Q\ EUHDFK RI WKH DSSOL
FULPLQDO FLYLO RU DGPLQLVWUDWLYH VDQFWLRQV GHSHQGLQJ RQ WKH DIIHF)\
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'DWD BURWHFWLRQ 5XOHV

7KH 5SHIXODWLRQ NQRZQ DV WKH *HQHUDO 'DWD 3URWHFWLRQ 5HIJXODWL
QDWLRQDO OHJLVODWLRQV DSSO\ WR WKH FROOHFWLRQ DQG SURFHVVLQJ RI S
FRPSDQLHVY ORFDWHG LQ WKH (8 RU LQ FHUWDLQ FLUFXPVWDQFHV E\ FRPSDQ
SHUVRQDO LQIRUPDWLRQ RI LQGLYLGXDOV ORFDWHG LQ WKH (8

7TKHVH ODZV LPSRVH VWULFW REOLJDWLRQV RQ WKH SURFHVVLQJ RI SHUVRQLEL
SDUWLFXODU LQ UHODWLRQ WR WKHLU FROOHFWLRQ XVH GLVFORVXUH DQG W!I

$OVR LQ FHUWDLQ FRXQWULHV LQ SDUWLFXODU )UDQFH WKH FRQGXFW RI F
SURYLVLRQV RI WKH $FW 1R R -DQXDU\ RQ ,QIRUPDWLRQ 7HFKQROR
DPHQGHG DQG LQ SDUWLFXODU &KDSWHU ,; UHODWLQJ WR WKH SURFHVVLQJ
SURYLVLRQV UHTXLUH DPRQJ RWKHUV WKH ILOLQJ RI FRPSOLDQFH XQGHUWD|
WKH JUHQFK 'DWD 3URWHFWLRQ $XWKRULW\ WKH U&1,/0 RU LI QRW FRPSO\L
&1,/

7KH PRVW FRPPRQ VWDQGDUG PHWKRGRORJLHY DUH WKH IROORZLQJ

a 'HFLVLRQ 1R RI 0D\ FRQFHUQLQJ WKH DSSURYDO RI D VWDQG
SHUVRQDO GDWD LQ WKH FRQWH[W RI UHVHDUFK LQ WKH ILHOG RI KHDOW!|
WKH SHUVRQ LQYROYHG PHWKRGRORJ\ 05

a 'HFLVLRQ 1R RI 0D\ FRQFHUQLQJ WKH DSSURYDO RI D VWI
SURFHVVLQJ RI SHUVRQDO GDWD FDUULHG RXW ZLWKLQ WKH FRQWH[W R
UHTXLUHV WKH H[SUHVV FRQVHQW RI WKH SHUVRQ LQYROYHG VWDQGDUG

,Q FHUWDLQ VSHFLILF FDVHV HQWLWLHV SURFHVVLQJ KHDOWK SHUVRQDO GD\
JUHQFK 3XEOLF +HDOWK &RGH ZKLFK LPSRVHV FHUWDLQ FHUWLILFDWLRQV IRU \

YRUHLJQ LQYHVWPHQW FRQWURO UHJLPH LQ JUDQFH

2YHU WKH SDVW IHZ \HDUV WKH JUHQFK JRYHUQPHQW KDV VWUHQJWKHQHG LW
WKH GDWH RI WKLV $QQXDO 5HSRUW DQ\ LQYHVWPHQW

a E\ D DQ\ QRQ JUHQFK FLWL]JHQ E DQ\ JUHQFK FLWL]JHQ QRW ILVFDOO\
HQWLW\ RU G DQ\ )UHQFK HQWLW\ FRQWUROOHG E\ RQH Rl WKH DIRUHPH:
a WKDW ZLOO UHVXOW LQ WKH UHOHYDQW LQYHVWRU D DFTXLULQJ FRQWU
RU SDUW RI D EXVLQHVYV OLQH RI DQ HQWLW\ UHJLVWHUHG LQ JUDQFH RU
GLUHFWO\ RU LQGLUHFWO\ DORQH RU LQ FRQFHUW D WKUHVKROG RI
DQG
ZKHUH WKLV HQWLW\ UHJLVWHUHG LQ )UDQFH LV GHYHORSLQJ DFWLYLWLF
RU VHQVLWLYH DFWLYLWLHY UHODWHG WR D DFWLYLW\ OLNHO\ WR SUH
H[HUFLVH RI RIILFLDO DXWKRULW\ RU DUH OLNHO\ WR SUHMXGLFH SXEOL
GRXEOH XVH LWHPV ,7 VIVWHPV FU\SWRORJ\ GDWH FDSWXULQJ GHYLFF
GDWD E DFWLYLWLHV UHODWLQJ WR HVVHQWLDO LQIUDVWUXFWXUH
WUDQVSRUWDWLRQ VSDFH WHOHFRP SXEOLF KHDOWK IDUP SURGXFWYV
DFWLYLW\ UHODWHG WR FULWLFDO WHFKQRORJLHV LQFOXGLQJ ELRWHFK(
DGGLWLYH PDQXIDFWXULQJ VHPLFRQGXFWRUV TXDQWXP WHFKQRORJLHV
VXEMHFW WR WKH SULRU DXWKRUL]DWLRQ RI WKH )UHQFK OLQLVWU\ [
FRQGLWLRQHG RQ FHUWDLQ XQGHUWDNLQJV

3%

$GGLWLRQDOO\ LQ WKH FRQWH[W Rl WKH RQJBOGU@R9, S®MWEHEBLKOWKH 'HFU

DV DPHQGHG E\ WE®F'GEWHH GDWHG 6HSWHPEHU KDV FUHDWHG XQWL

D QHZ WKUHVKROG RI WKH YRWLQJ ULJKWV IRU WKH QRQ (XURSHDQ LQYHVYV
DERYH PHQWLRQHG WKUHVKROG

2Q 1RYHPEHU WKH J)UHQFK OLQLVWU\ RI (FRQRP\ LQIRUPHG XV WKDW RX

LQYHVWPHQW FRQWURO UHJLPH GHVFULEHG DERYH 7KHUHIRUH LQYHVWPHQW

VXEMHFW WR SULRU DXWKRUL]JDWLRQ E\ WKH J)UHQFK OLQLVWU\ RI (FRQRP\

$ IDVW WUDFN SURFHGXUH VKDOO DSSO\ IRU DQ\ QRQ (XURSHDQ LQYHVWRU H|
QRWLI\ WKH OLQLVWHU RI (FRQRP\ ZKR ZLOO WKHQ KDYH GD\V WR GHFLGH ZKl
WR IXUWKHU H[DPLQDWLRQ

,Q WKH DEVHQFH RI VXFK DXWKRUL]DWLRQ WKH UHOHYDQW LQYHVWPHQW VKD
PD\ EH IRXQG FULPLQDOO\ OLDEOH DQG PD\ EH VDQFWLRQHG ZLWK D ILQH QRW
L WZLFH WKH DPRXQW RI WKH UHOHYDQW LQYHVWPHQW LL RI WKH DQQX!
LLL PLOOLRQ IRU D FRPSDQ\ RU PLOOLRQ IRU D QDWXUDO SHUVRQ
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5HIJXODWLRQ LQ $VLD

$IWHU WHUPLQDWLRQ Rl WKH FROODERUDWLRQ TRNA\HHPH QWK HZ LUK K WD WPPD (G
FRPPHUFLDOL]H 1%7;5 LQ WKH $VLD 3DFLILF UHJLRQ :H DQWLFLSDWH WKDW Wi
RI 1%7;5 LQ WKH $VLD 3DFLILF UHJLRQ ZRXOG LQLWLDOO\ WDUJHW 7DLZDQ &KL
7DLZDQ

,Q 7DLZDQ 1%7:;5 KDV EHHQ WHQWDWLYHO\ FODVVLILHG DV D GUXJ IRU UHJXOD

/DLZDQ 'UXJ 'HYHORSPHQW 3URFHVYV

7KH 7DLZDQ OLQLVWU\ Rl +HDOWK DQG :HOIDUH U02+:0 DGPLQLVWHUV WKH ¢
02+: GHOHJDWHV RYHUVLJKW Rl GUXJ DQG PHGLFDO GHYLFH DSSURYDOV WR
U7)'$0 SXUVXDQW WR WKH 3KDUPDFHXWLFDO $IIDLUV $FW )RUHLJQ FRPSDQLH
LQ 7DLZDQ PXVW UHFHLYH D SULRU GUXJ SHUPLW OLFHQVH IURP 02+: 6LPLOL
BWDWHYV DQG WKH (8 WKH GUXJ GHYHORSPHQW SURFHVV LQ 7DLZDQ LQYROYH\
DQG SRVW PDUNHW PRQLWRULQJ (DFK VWDJH LV VXEMHFW WR VFUXWLQ\ E\
,QWHUQDWLRQDO &RQIHUHQFH RQ +DUPRQL]DWLRQ RI 7HFKQLFDO 5HTXLUHPH
+XPDQ 8VH WKH U,&+0 JXLGHOLQHV LQ WKH QHZ GUXJ UHYLHZ DQG DSSURYDO

7)'$ 5SHYLHZ DQG $SSURYDO 3URFHVYV

7KH UHJXODWRU\ SURFHVVHV LQ 7DLZDQ DUH JHQHUDOO\ VLPLODU ZLWK WKRVH

Q-

(IWHQVLYH SUHFOLQLFDO ODERUDWRU\ WHVWV SUHFOLQLFDO DQLPDO VW

DSSOLFDEOH UHJXODWLRQV

a 6XEPLVVLRQ WR WKH 7)'$ RI DQ ,1' ZKLFK PXVW EH DSSURYHG E\ WKH 7)'¢
EHJLQ

a +XPDQ FOLQLFDO WULDOV LQ 7DLZDQ W\SLFDOO\ LQFOXGH

a 3KDVH , WULDOV 7KH QHZ GUXJ SURGXFW LV LQLWLDOO\ LQWURGXFHG LQ
GRVDJH WROHUDQFH DEVRUSWLRQ PHWDEROLVP DQG VLGH HIIHFWV DV\
HDUO\ HYLGHQFH RI HIIHFWLYHQHVV Rl WKH QHZ GUXJ SURGXFW LV FROOF

a 3KDVH ,, WULDOV 7KH QHZ GUXJ SURGXFW LV HYDOXDWHG IRU LWV HIILFD
SRSXODWLRQ DV ZHOO DV LWV DGYHUVH HIIHFWV DQG VDIHW\ ULVNV

a 3KDVH ,,, WULDOV 7KH QHZ GUXJ SURGXFW LV IXUWKHU HYDOXDWHG IRU
H[SDQGHG SDWLHQW SRSXODWLRQ

a 6XEPLVVLRQ WR WKH 7)'$ RI DQ 1'$ ZKLFK JHQHUDOO\ UHTXLUHV WZR 3KD

TXDOLILHV IRU HIHPSWLRQV DV SURYLGHG E\ WKH 7)'$

,Q DGGLWLRQ WR LQIRUPDWLRQ DQG GDWD FROOHFWHG IURP WKH SUHFOLQLFD
GDWD DQG LQIRUPDWLRQ UHJDUGLQJ PDQXIDFWXULQJ DQG FRQWUROV VHUYH [
WKH 7)'$ UHYLHZ DQG DSSURYDO SURFHVV :KHUH D QHZ GUXJ SURGXFW ZLOC
7DLZDQ WKH 7)'$ KDV WKH DXWKRULW\ WR LQVSHFW DQG DVVHVV FRPSOLDQ}
RSHUDWLRQ 6FKHPH *03 UHJXODWLRQV WR HQVXUH WKDW WKH IDFLOLWLHV PH
GUXJxV LGHQWLW\ VWUHQJWK TXDOLW\ DQG SXULW\ )XUWKHU WKH 7)'$ PD\ C
JHQHUDWHG WKH GDWD LQ VXSSRUW RI WKH 1'$ )LQDOO\ WKH 7)'$ PXVW UF
FRPPHUFLDO PDUNHWLQJ RU VDOH RI WKH GUXJ LQ 7DLZDQ

B3HRSOH@WYV 5HSXEOLF RI &KLQD

,Q WKH 3HRSOHxV 5HSXEOLF Rl &KLQD H[FOXGLQJ +RQJ .RQJ ODFDX DQG 7DLZI
DV WR ZKHWKHU 1%7;5 ZLOO EH FODVVLILHG DV D GUXJ RU PHGLFDO GHYLFH IR
(IWHQVLYH GDWD GHULYHG IURP SUHFOLQLFDO ODERUDWRU\ WHVWY DQG SUHF
&KLQHVH ODZ DUH UHTXLUHG WR VXSSRUW WKH JUDQWLQJ RI DSSURYDO E\
U10330 IRU D QHZ GUXJ RU PHGLFDO GHYLFH SURGXFW WR SURFHHG ZLWK FOL
WKDW WKH SURGXFW LV VDIH DQG HIIHFWLYH WKH 103% ZLOO LVVXH DSSURYD
8QLWHG 6WDWHV DQG WKH (8 WKH SURFHVV IRU REWDLQLQJ VXFK PDUNHWLC
JRYHUQPHQW KDV UHFHQWO\ PDGH HIIRUWYV WR UHGXFH WKH WLPH UHTXLUHG
PDUNHWLQJ DSSURYDO WKH PDUNHWLQJ DSSURYDO KROGHU PXVW FRQGXFW S|
WKH XVH RI WKH SURGXFW IRU SXUSRVHV RI UHSRUWLQJ LWV GHPRQVWUDWH
PDUNHWLQJ DSSURYDO KROGHU PXVW FORVHO\ PRQLWRU DQ\ DGYHUVH HYHQW)\
HYHQWV RU LVVXHV WR WKH 103%$ DV ZHOO DV SRWHQWLDOO\ WR RWKHU JRYHU
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-DSDQ

,Q -DSDQ QR GHWHUPLQDWLRQ KDV \HW EHHQ PDGH DV WR ZKHWKHU 1%7;5 ZL!
IRU UHJXODWRU\ SXUSRVHYV

7KH OLQLVWU\ RI +HDOWK /DERXU DQG :HOIDUH WKH UO0+/:0 UHJIXODWHV C
SKDUPDFHXWLFDOV DQG OHGLFDO 'HYLFHV $FW WKH U30' $FWU DQG LWV LPSO
Ssbuw RI WKH RYHUVLJKW WR WKH 3KDUPDFHXWLFDOV DQG OHGLFDO 'HYLFI
DGPLQLVWUDWLYH LQVWLWXWLRQ ,Q RUGHU WR PDUNHW D GUXJ RU D KLJK!
DXWKRUL]DWLRQ PXVW EH REWDLQHG LQ DGYDQFH )RUHLJQ FRPSDQLHV WKDYV
-DSDQ PXVW EH UHJLVWHUHG ZLWK WKH 0+/: WKURXJK D VHSDUDWH SURFHV
DXWKRUL]DWLRQ LQFOXGHV SUHFOLQLFDO WHVWV FOLQLFDO WULDOV DQG |
DXWKRUL]J]DWLRQ E\ WKH 30'$ $IWHU PDUNHWLQJ DXWKRUL]DWLRQ LV REWDLQ
FROQWLQXLQJ UHIJXODWLRQV XQGHU WKH 30" $FW )RU H[DPSOH D QHZ GUXJ L
0+/: DQG WKH PDUNHWLQJ DXWKRUL]JDWLRQ KROGHU PXVW FRQWLQXH WR F
UHH[DPLQDWLRQ SHULRG ,Q DGGLWLRQ WKH PDUNHWLQJ DXWKRUL]JDWLRQ KRC
LQIRUPDWLRQ UHJDUGLQJ WKH HIILFDF\ DQG VDIHW\ RI LWV SURGXFW LQFOXGL

& 2UJDQL]DWLRQDO 6WUXFWXUH
IDQRELRWL[VR$LEOWO DRRIDPHIHG XQGHU WKH ODZV RI WKH J)UHQFK 5HSXEOLF

7KH IROORZLQJ FKDUW VKRZV RXU RUJDQL]DWLRQDO VWUXFWXUH DV RI '"HFHPEL

6XEVLGLDU\ 1DPH -XULVGLFWLRQ RI 2UJD(€E]%%\§@‘L%WEF¥V;QJ  QWHUHVW
1DQRELRWL[ &RUS 'HODZDUH KHOG GLUHFWO\
1DQRELRWL[ *HUPDQ\ *PEHIPDQ\ KHOG GLUHFWO\
1DQRELRWL[ 6SDLQ 6 / SDLQ KHOG GLUHFWO\
&XUDGLJP 6 $ 6 YUDQFH KHOG GLUHFWO\

, KHOG LQGLUHFWO\ WKURXJK
&XUDGLJP &RUS HODZDUH &XUDGLJP 6 $ 6

" 3URSHUW\ 30DQW DQG (TXLSPHQW

2XU FRUSRUDWH KHDGTXDUWHUV LV ORFDWHG LQ 3DULV )UDQFH ZKHUH ZH OH|
VSDFH 7KH OHDVH RI RXU 3DULV KHDGTXDUWHUV FRQWLQXHV WKURXJK -XQH

:DWWLIJQLHYVY LQ WKH WK DUURQGLVVHPHQW RI 3DULV IRU ZKLFK ZH VLIQHG D
DQG DQ DPHQGPHQW SXUVXDQW WR ZKLFK ZH OHDVHG DGGLWLRQDO VSDFH ZLV

2XU DSSUR[LPDWHO\ VTIXDUH PHWHU PDQXIDFWXULQJ IDFLOLW\ LV ORFDWHC
DQG LQQRYDWLRQ FHQWHU MXVW RXWVLGH RI 3DULV )UDQFH 7KH OHDVH IRU
\HDUV H[SLULQJ RQ -XQH 7KH IDFLOLW\ ZKLFK ZH RSHQHG LQ 1RYHPEHL
SURGXFWLRQ FDSDFLW\ WR PRUH WKDQ GRVHV Rl 1%7;5 SHU \HDU ZKLFK
1%7;5 IRU RXU FXUUHQW DQG FRQWHPSODWHG FOLQLFDO WULDOV DQG WKH ILU
KDYH GHVLJQHG RXU PDQXIDFWXULQJ SURFHVV VR WKDW DGGLWLRQDO SURGXF
LQYHVWPHQW

‘H DOVR UHQW RIILFH VSDFH LQ 1HZ <RUN &LW\ 1HZ <RUN DQG UHQW RIILFH VSL
8 6 VXEVLGLDU\ LQ &DPEULGJH ODVVDFKXVHWWY LQ HDFK FDVH RQ D PRQWK

‘H KDYH QR OHDVH FRPPLWPHQWY ZLWK UHVSHFW WR RXU IRUHLJQ VXEVLGLDUL
WKH 8QLWHG 6WDWHV DQG *HUPDQ\

‘H EHOLHYH WKDW RXU H[LVWLQJ IDFLOLWLHYV DUH DGHTXDWH IRU RXU QHDU WF
RU DOWHUQDWLYH RIILFH DQG PDQXIDFWXULQJ VSDFH ZLOO EH DYDLODEOH DV
WHUPV

,7(0 D 815(62/9(' 67%)) &200(176

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

<RX VKRXOG UHDG WKH IROORZLQJ GLVFXVVLRQ RI RXU RSHUDWLQJ DQG ILQDQ
DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKH UHODWHG QRWH
DGGLWLRQ WR KLVWRULFDO LQIRUPDWLRQ WKH IROORZLQJ GLVFXVVLRQ DQG
UHIOHFW RXU FXUUHQW SODQV HVWLPDWHY H[SHFWDWLRQV DQG EHOLHIV DQC
DQG WKH WLPLQJ RI HYHQWYV FRXOG GLIIHU PDWHULDOO\ IURP WKRVH DQWLFLS
YDULRXV IDFWRUV )DFWRUV WKDW FRXOG FDXVH RU FRQWULEXWH WR WKHVH
GLVFXVVHG EHORZ DQG HOVHZKHUH LQ WKLV $QQXDO 5HSRUW SDUWLFXODUO\
5HJDUGLQJ )RUZDUG /RRNLQJ 6WDWHPHQWV U

2YHUYLHZ

‘H DUH D FOLQLFDO VWDJH ELRWHFKQRORJ\ FRPSDQ\ IRFXVHG RQ GHYHORSLQJ
SURSULHWDU\ QDQRWHFKQRORJ\ WR WUDQVIRUP FDQFHU WUHDWPHQW E\ LQF
SURGXFW FDQGLGDWH 1%7;5 LV DQ DTXHRXV VXVSHQVLRQ RI IXQFWLRQDOL]
GHVLJQHG IRU LQMHFWLRQ GLUHFWO\ LQWR D PDOLJQDQW WXPRU SULRU WR
UDGLDWLRQ 1%7:;5 DPSOLILHV WKH ORFDOL]JHG LQWUDWXPRU NLOOLQJ HIIHF\
LPPXQH UHVSRQVH WR ILJKW WKH FDQFHU 1%7:;5 LV GHVLJQHG WR HQKDQFH
UHVXOWLQJ LQ DGGLWLRQDO VLGH HIIHFWV RQ WKH VXUURXQGLQJ KHDOWK\ WL

$V Rl WKH GDWH RI WKLV $QQXDO 5HSRUW ZH KDYH DGPLQLVWHUHG 1%7:;5 WR
FROODERUDWRU 0' $QGHUVRQ DUH FXUUHQWO\ FRQGXFWLQJ VHYHUDO FOLQ
SRWHQWLDO WUHDWPHQW LQ YDULRXV FDQFHU LQGLFDWLRQV DQG ZH DQG R
RWKHU FRPSOHWHG WULDOV RU FRPSOHWHG WULDO SKDVHV ,Q 'HFHPEHU
$QGHUVRQ SXUVXDQW WR ZKLFK ZH LQWHQG WR ODXQFK PXOWLSOH 1%7:;5 FOL
8QLWHG 6WDWHV ZLWK D WRWDO RI DSSUR[LPDWHO\ SDWLHQWY H[SHFWHG \
WZR FOLQLFDO WULDOV XQGHU WKLV FROODERUDWLRQOD 3KDVH , VWXG\ LQ SD
SDQFUHDWLF FDQFHU DQG D 3KDVH , VWXG\ IRU WKH WUHDWPHQW RI SDWLHQW:
HQUROOPHQW ZLWK WKH ILUVW SDWLHQW GRVHG LQ 6HSWHPEHU IRU SDQFU
FDQFHU

‘H DFKLHYHG D PDMRU SURRI RI FRQFHSW PLOHVWRQH IRU 1%7;5 ZLWK WKH F
3KDVH ,, ,,, FOLQLFDO WULDO LQ WKH (8 IRU WKH WUHDWPHQW RI SDWLHQWYV Z
WKH H[WUHPLWLHVY DQG WUXQN zZDOO 7KLV WULDO \LHOGHG SRVLWLYH UHV X(
SURFHVV IRU WKH &( PDUN RI 1%7;5 WKHUHE\ DOORZLQJ WKH SURGXFW WR EH
WKH WUHDWPHQW RI ORFDOO\ DGYDQFHG 676 XQGHU WKH EUDQG QDPH +HQVLI\I

‘H DUH QRZ SULRULWL]LQJ WKH GHYHORSPHQW RI 1%7;5 LQ WKH 8QLWHG 6WD!'
ZLWK ORFDOO\ DGYDQFHG KHDG DQG QHFN FDQFHUV LQHOLJLEOH IRU FKHPRW
RSSRUWXQLW\ IRU 1%7;5 EHFDXVH RI WKH KLJK LQFLGHQFH RI WKHVH FDQFHU\
VXFK SDWLHQWY ORUH WKDQ KDOI RI ORFDOO\ DGYDQFHG KHDG DQG QHFN FD
LQYDGH XQGHUO\LQJ VWUXFWXUHYV VSUHDG WR UHJLRQDO QRGHV RU ERWK OR
DGYDQFHG KHDG DQG QHFN FDQFHU ZKR DUH XQDEOH WR UHFHLYH FKHPRWKHU!
IURP WKH VWDUW RI UDGLRWKHUDS\ )XUWKHU EHFDXVH WUHDWPHQW RI ORF
RUGLQDULO\ UHTXLUHV DJJUHVVLYH FRQFHUWHG PHDVXUHV WKH VXESRSXOL
OLPLWHG WKHUDSHXWLF RSWLRQV $FFRUGLQJO\ ZH EHOLHYH 1%7;5 FRXOG |
SRSXODWLRQ ZLWK WKH SRWHQWLDO WR H[WHQG VXUYLYDO DQG LPSURYH TXDC

$V RI '"THFHPEHU ZH KDG FDVK DQG FDVK HTXLYDOHQWYV RI PLOOLRQ
5HVRXUFHVU EHORZ IRU DGGLWLRQDO LQIRUPDWLRQ )RU WKH GIHPUYLRQGHG 'HF
UHYHQXH :H KDYH QRW JHQHUDWHG VLIQLILFDQW UHYHQXHV WR GDWH IURP SU
WR JHQHUDWH VLIJQLILFDQW UHYHQXHV IURP SURGXFW VDOHV RU UR\DOWLHV X
DSSURYHG IRU PDUNHWLQJ DQG DUH VXFFHVVIXOO\ FRPPHUFLDOL]HG +LVWRUL
JURZWK WKURXJK LVVXDQFHV RI QHZ VKDUHV UHIXQGV RI UHVHDUFK WD[ FUHGI
E\ JRYHUQPHQWDO DJHQFLHVY DV ZHOO DV EDQN ORDQV IURP WLPH WR WLPH )L
ZH KDYH UHFHLYHG PRUH WKDQ PLOOLRQ LQ ILQDQFLQJ LQ WKH IRU
UHSD\DEOH DGYDQFHV 6HH OOO/LTXLGLW\ DQG &DSLWDO 5HVRXUFHVxx EHORZ
6LQFH RXU LQFHSWLRQ ZH KDYH UHFRUGHG RSHUDWLQJ ORVVHV HYHU\ \HDU
HISHQVHV LQFXUUHG LQ FRQQHFWLRQ ZLWK RXU HIIRUWY WR DGYDQFH RXU GH
ZHUH PLOOLRQ PLOOLRQ DQG PLOOLRQ IRU WKH \HDUV HQGHG
UHVSHFWLYHO\ 2XU QHW ORVVHV PD\ IOXFWXDWH VLJQLILFDQWO\ IURP \HDU W
DQG RXU H[SHQGLWXUHV RQ RWKHU UHVHDUFK DQG GHYHORSPHQW DFWLYLWL
UHTXLUHPHQWY ZLOO LQFUHDVH VXEVWDQWLDOO\ LQ FRQQHFWLRQ ZLWK RXU R

a DGYDQFH RXU RQJRLQJ FOLQLFDO WULDOV RI 1%7;5
a LQLWLDWH DQG FRQGXFW DGGLWLRQDO SODQQHG FOLQLFDO WULDOV RI 1¢
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FROQWLQXH WKH UHVHDUFK DQG GHYHORSPHQW RI RWKHU SURGXFW FDQGL
VHHN UHJXODWRU\ DSSURYDOV IRU DQ\ SURGXFW FDQGLGDWHYV WKDW VXF
VFDOH XS RXU PDQXIDFWXULQJ FDSDELOLWLHV WR VXSSRUW WKH ODX
FRPPHUFLDOL]DWLRQ RI RXU SURGXFW FDQGLGDWHY LI DSSURYHG
HVWDEOLVK D VDOHV DQG PDUNHWLQJ LQIUDVWUXFWXUH IRU WKH FRPF
DSSURYHG

PDLQWDLQ H[SDQG DQG SURWHFW RXU LQWHOOHFWXDO SURSHUW\ SRUWI
KLUH DGGLWLRQDO FOLQLFDO TXDOLW\ FRQWURO DQG VFLHQWLILF SHUVF
DGG RSHUDWLRQDO ILQDQFLDO DQG PDQDJHPHQW LQIRUPDWLRQ V\VWH
VXSSRUW RXU SURGXFW GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ HIIRUW

Q- QD Q-

QD Q-

8QWLO VXFK WLPH WKDW ZH FDQ JHQHUDWH VXEVWDQWLDO UHYHQXH IURP SUR
DQG RXU RSHUDWLQJ DFWLYLWLHY WKURXJK RXU H[LVWLQJ OLTXLGLW\ ,lI ZH DI
DFFRUGDQFH ZLWK RXU H[SHFWHG WLPHIUDPHYV DQG LQ WKH DPRXQWYV ZH H[SH
WR IXQG RXU RSHUDWLQJ DFWLYLWLHV ZH ZLOO QHHG WR UDLVH DGGLWLRQDO
HTXLW\ RU GHEW ILQDQFLQJV RU WKURXJK FROODERUDWLRQV RU SDUWQHUVKL:
DGGLWLRQDO IXQGY RU HQWHU LQWR VXFK DUUDQJHPHQWY ZKHQ QHHGHG RQ
QHJDWLYH LPSDFW RQ RXU ILQDQFLDO FRQGLWLRQ DQG FRXOG IRUFH XV WR G
SURJUDPV RU FRPPHUFLDOL]DWLRQ HIIRUWYV RU JUDQW WR RWKHUV ULJKWV W
ZRXOG RWKHUZLVH SUHIHU WR GHYHORS DQG PDUNHW RXUVHOYHV )DLOXUH
FHDVH RSHUDWLRQV LQ SDUW RU LQ IX0OO

$OWKRXJIK LW LV GLIILFXOW WR SUHGLFW IXWXUH OLTXLGLW\ UHTXLUHPHQWYV

ZLOO EH VXIILFLHQW WR IXQG RXU FXUUHQW RSHUDWLRQV WKURXJK WKH VHFR
RQ DVVXPSWLRQV WKDW PD\ SURYH WR EH ZURQJ DQG ZH FRXOG XVH RXU FI
H[SHFW ,Q DQ\ HYHQW ZH ZLOO QHHG DGGLWLRQDO FDSLWDO WR SXUVXH SU
DSSURYDO IRU DQG WR FRPPHUFLDOL]H RXU SURGXFW FDQGLGDWHYVY 2XU DELGC
GHSHQGHQW XSRQ DFKLHYLQJ D OHYHO RI UHYHQXHYVY DGHTXDWH WR VXSSRUW
ZLOO HYHU EH SURILWDEOH RU JHQHUDWH SRVLWLYH FDVK IORZ IURP RSHUDWL

‘H RSHUDWH LQ D VLQJOH RSHUDWLQJ VHJPHQW IRU DFFRXQWLQJ SXUSRVHV
KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWK ,)56 ,QWHUQDWLRQDO $FFRXQ
,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUGYV %RDUG U,$6%0 DV ZHOO DV LQW
&RPPLWWHH U,)56 ,&0 DQG WKH 6WDQGDUG ,QWHUSUHWDWLRQV &RPPLWWHH

-DQXDU\ 7KH DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH DO

&29,' 8SGDWH

$V SUHYLRXVO\ UHSRUWHG ZKLOH LPSOHPHQWLQJ KHDOWK DQG VDIHW\ PHDVX
UHVHDUFK DQG GHYHORSPHQW SURJUDPV $V ZH FRQWLQXH WR DFWLYHO\ DGYD
FROWDFW ZLWK RXU SULQFLSDO LQYHVWLJDWRUY DQG FOLQLFDO VLWHV DQG D
GHYHORSPHQW WLPHOLQHVY DQG FRVWYV RI RXU FOLQLFDO WULDOYV

,Q OLJKW RI WKH VHYHULW\ DQG GXUDWLRQ RI WKH &29,' SDQGHPLF WKH IRF:
DGGUHVVLQJ &29,' DQG FRQVLVWHQW ZLWK WKH )'$xV XSGDWHG LQGXVWU\ J>
RQ ODUFK ZH KDYH H[SHULHQFHG GHOD\V LQ WKH HQUROOPHQW RI SDWLI

DQG RXU SUHFOLQLFDO VWXGLHV ,Q DGGLWLRQ WKH DELOLW\ WR FRQGXFW SD
&29,' SDQGHPLF

7KH H[DFW WLPLQJ RI GHOD\V DQG RYHUDOO LPSDFW RI WKH &29,' SDQGHPLF
WULDOV DQG PDQXIDFWXULQJ IDFLOLW\ LV FXUUHQWO\ XQNQRZQ DQG ZH DUH F
HYROYH 7KH RYHUDOO LPSDFW WR RXU EXVLQHVV ZLOO EH GHSHQGHQW RQ IXW
GLIILFXOW WR SUHGLFW 6HH 3DUW ,, ,WHP ' U5LVN )DFWRUU RI WKLV $QQXD(
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J)LQDQFLDO 2SHUDWLRQV 2YHUYLHZ
5HYHQXHV DQG 2WKHU ,QFRPH
5HYHQXHV

2XU OLPLWHG UHYHQXHV GXULQJ WKH \HDUV HQGHG 'HFHPEHU DQG
FKDUJLQJ EDFN RI H[WHUQDO FRQWUDFW UHVHDUFK RUJDQL]DWLRQ FRVWV W
FRQQHFWLRQ ZLWK GHYHORSPHQW VXSSRUW UHFHLYHG DV SDUW RI RXU ¢
3KDUPD(QJLQH ,Q ODUFK ZH HQWHUHG LQWR D 7HUPLQDWLRQ DQG 5HOHD\
3KDUPD(QJLQH DJUHHG WR GLVFRQWLQXH RXU FROODERUDWLRQ

2WKHU ,QFRPH
2XU RWKHU LQFRPH FRQVLVWY RI JUDQWYV DQG VXEVLGLHV IURP JRYHUQPHQW D
*UDQWY DQG 6XEVLGLHYV

‘H KDYH UHFHLYHG YDULRXV JUDQWY DQG RWKHU DVVLVWDQFH IURP WKH JRYHL
LQFOXGLQJ WKURXJK %SLIUDQFH IRUPHUO\ 26(2 ,QQRYDWLRQ VLQFH RXU LQF
RSHUDWLRQV RU VSHFLILF SURMHFWV *UDQWY DQG VXEVLGLHV DUH UHFRJQL]
LQFXUUHG DQG LQGHSHQGHQWO\ Rl FDVK IORZV UHFHLYHG

5S5HVHDUFK 7D[ &UHGLWV

7KH JUHQFK WD[ DXWKRULWLHV JU DSQMD G W HO/@H,PSFW WRRKRBFEBEOWHY LQ RUGH
HQFRXUDJH WKHP WR FRQGXFW WHFKQLFDO DQG VFLHQWLILF UHVHDUFK &RP
UHVHDUFK H[SHQGLWXUHV WKDW PHHW WKH UHTXLUHG FULWHULD LQ JUDQFH F
RU WKH (XURSHDQ (FRQRPLF $UHD WKDW KDYH VLJQHG D WD[ WUHDW\ ZLWK )U
FODXVH UHFHLYH D WD[ FUHGLW WKDW PD\ EH XVHG IRU WKH SD\PHQW RI WKH
H[SHQGLWXUHV ZHUH LQFXUUHG DQG GXULQJ WKH WKUHH ILVFDO \HDUV WKHUH
DPRXQW RI WKH WD[ FUHGLW DW WKH HQG Rl WKH WKUHH \HDU SHULRG WKH G
YUHQFK WD[ DXWKRULWLHYV

7KH PDLQ FKDUDFWHULVWLFV RI WKH UHVHDUFK WD[ FUHGLWY DUH DV IROORZV

a WKH UHVHDUFK WD[ FUHGLWY UHVXOW LQ D FDVK LQIORZ WR XV IURP WKH
WKH SD\PHQW RI FRUSRUDWH WD[ RU WKURXJK D GLUHFW SD\PHQW WR XV
a RXU LQFRPH WD[ OLDELOLW\ GRHVY QRW OLPLW WKH DPRXQW RI WKH UHVH
DQ\ LQFRPH WD[ FDQ UHTXHVW GLUHFW FDVK SD\PHQW RI WKH UHVHDUFK
a WKH UHVHDUFK WD[ FUHGLW LV QRW LQFOXGHG LQ WKH GHWHUPLQDWLRQ

‘H DSSO\ IRU WKH UHVHDUFK WD[ FUHGLW IRU UHVHDUFK H[SHQVHV LQFXUUHG
FODLPHG LQ WKH VDPH ILVFDO \HDU :H KDYH FRQFOXGHG WKDW WKH UHVHDUFF
JUDQW DV GHILQHG LQ ,$6 $FFRXQWLQJ IRU *RYHUQPHQW *UDQWYV DQG 'LVFC
UHVXOW LW KDV EHHQ FODVVLILHG DV U2WKHU LQFRPHU ZLWKLQ RSHUDWLQJ L
2SHUDWLQJ ([SHQVHV

2XU RSHUDWLQJ H[SHQVHYVY DUH SULPDULO\ LQFXUUHG IRU UHVHDUFK DQG GHYH
SXUSRVHV IRU WKH PRVW SDUW LQ )UDQFH

5HVHDUFK DQG '"HYHORSPHQW ([SHQVHYV

SHVHDUFK DQG GHYHORSPHQW DFWLYLWLHV DUH FHQWUDO WR RXU EXVLQHVYV
EHHQ DOORFDWHG WR UHVHDUFK DQG GHYHORSPHQW 7KHVH H[SHQVHV LQFOXG

4%

VXE FRQWUDFWLQJ FROODERUDWLRQ DQG FRQVXOWDQW H[SHQVHV WKD
FRQWUDFWRUV VXFK DV FRQWUDFW UHVHDUFK RUJDQL]DWLRQV WKDW FR¢
HPSOR\HH UHODWHG FRVWYV IRU HPSOR\HHV LQ UHVHDUFK DQG GHYHORSP|
H[SHQVHV UHODWLQJ WR SUHFOLQLFDO VWXGLHV DQG FOLQLFDO WULDOV
PDQXIDFWXULQJ FRVWV IRU SURGXFWLRQ RI 1%7;5 WR VXSSRUW FOLQLFD
FHUWDLQ LQWHOOHFWXDO SURSHUW\ H[SHQVHYV

H[SHQVHV UHODWLQJ WR UHJXODWRU\ DIIDLUV DQG

H[SHQVHV UHODWLQJ WR WKH LPSOHPHQWDWLRQ RI RXU TXDOLW\ DVVXUD

QO Q@ W



[ZDEQH RI dRQWHQWYV

BURGXFW FDQGLGDWHY LQ ODWHU VWDJHV RI FOLQLFDO GHYHORSPHQW JHQHU
HDUOLHU VWDJHV SULPDULO\ GXH WR WKH LQFUHDVHG VL]H DQG GXUDWLRQ
UHVHDUFK DQG GHYHORSPHQW H[SHQVHYV ZLOO FRQWLQXH WR LQFUHDVH LQ W
GHYHORSPHQW RI 1%7;5

‘H FDQQRW GHWHUPLQH ZLWK FHUWDLQW\ WKH GXUDWLRQ DQG FRPSOHWLRQ FF
RXU SURGXFW FDQGLGDWHYVY RU LI ZKHQ RU WR ZKDW H[WHQW ZH ZLOO JHQHU
RI DQ\ RI RXU SURGXFW FDQGLGDWHV WKDW REWDLQ UHJXODWRU\ DSSURYDO
DSSURYDO IRU DQ\ SDUWLFXODU SURGXFW FDQGLGDWH 7KH GXUDWLRQ FRVWYV
SURGXFW FDQGLGDWHY ZLOO GHSHQG RQ D YDULHW\ RI IDFWRUV LQFOXGLQJ

Q-

WKH VFRSH UDWH Rl SURJUHVV DQG H[SHQVH Rl RXU RQJRLQJ DQG SODQ
RWKHU UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHYV

FOLQLFDO WULDO DQG HDUO\ VWDJH UHVXOWYV

WKH WHUPV DQG WLPLQJ Rl UHIJXODWRU\ DSSURYDOV

WKH H[SHQVH RI ILOLQJ SDWHQW DSSOLFDWLRQV DQG PDLQWDLQLQJ D
SURSHUW\ ULJKWV DQG GHIHQGLQJ DJDLQVW FODLPV RU LQIULQJHPHQWYV
WKH DELOLW\ WR PDUNHW FRPPHUFLDOL]H DQG DFKLHYH PDUNHW DFFH
FDQGLGDWH WKDW ZH PD\ GHYHORS LQ WKH IXWXUH

D Q-

Q-

$ FKDQJH LQ WKH RXWFRPH RI DQ\ RI WKHVH YDULDEOHV ZLWK UHVSHFW WR WHK
FDQGLGDWH WKDW ZH GHYHORS FRXOG PHDQ D VLJQLILFDQW FKDQJH LQ WKH F
RI 1%7;5 RU VXFK RWKHU SURGXFW FDQGLGDWHYV )RU H[DPSOH LI WKH )'$ RU |
WR UHTXLUH XV WR FRQGXFW SUHFOLQLFDO VWXGLHV DQG FOLQLFDO WULDO\
UHTXLUHG IRU WKH FRPSOHWLRQ RI FOLQLFDO GHYHORSPHQW RU LI ZH H[SHUL
WULDOV ZH FRXOG EH UHTXLUHG WR VSHQG VLJQLILFDQW DGGLWLRQDO ILQDQF

BHOOLQJ *HQHUDO DQG $GPLQLVWUDWLYH 6* $ ([SHQVHV

6* $ H[SHQVHV PDLQO\ FRPSULVH DGPLQLVWUDWLYH SD\UROO FRVWYV RYHUKHD
DQG FRVWYV VXFK DV DFFRXQWLQJ OHJDO KXPDQ UHVRXUFHV FRPPXQLFDWLRQ

‘H DQWLFLSDWH WKDW RXU 6* $ H[SHQVHV ZLOO LQFUHDVH LQ WKH IXWXUH D
H[SHFWHG JURZWK LQ RXU UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHY DQG W
DOVR DQWLFLSDWH LQFUHDVHG H[SHQVHYV DVVRFLDWHG ZLWK EHLQJ D SXEOLF |
SXEOLF RIITHULQJ LQ '"HFHPEHU LOQFOXGLQJ FRVWY UHODWHG WR DXGLW OH
DVVRFLDWHG ZLWK PDLQWDLQLQJ FRPSOLDQFH ZLWK 1DVGDT OLVWLQJ DQG 6(&
SUHPLXPV DQG LQYHVWRU UHODWLRQV FRVWYV ,Q SDUWLFXODU ZH ZLOO QHHG
ZLWK WKH 6DUEDQHYV 2[OH\ $FW RI LQ WKH 8QLWHG 6WDWHV ZKLFK ZLOO UH
LOWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ

1HW )LQDQFLDO ,QFRPH /RVV

1HW ILQDQFLDO LQFRPH ORVV FRPSULVHV PDLQO\ LQWHUHVW LQFRPH RQ VKR!
WKH (,% ORDQ IRUHLJQ H[FKDQJH JDLQV DQG ORVVHV DQG VLQFH -DQXDU\
WKH DSSOLFDWLRQ RI ,)56 6HH 1RWH RI RXU DXGLWHG FRQVROLGDWHG
UHJDUGLQJ WKH ,)56 OHDVH OLDELOLWLHYV

&ULWLFDO $FFRXQWLQJ 3ROLFLHVY DQG (VWLPDWHYV

6RPH RI WKH DFFRXQWLQJ PHWKRGY DQG SROLFLHV XVHG LQ SUHSDULQJ RXU |
FRPSOH[ DQG VXEMHFWLYH DVVHVVPHQWY E\ RXU PDQDJHPHQW RU RQ HVW
DVVXPSWLRQV GHHPHG UHDOLVWLF DQG UHDVRQDEOH EDVHG RQ WKH FLUEXP
DVVHWY OLDELOLWLHV DQG VKDUHKROGHUVx HTXLW\ DQG RI RXU ORVVHV FRX(
LI FRQGLWLRQV FKDQJHG DQG WKHVH FKDQJHV KDG DQ LPSDFW RQ WKH DVVX
VLIJQLILFDQW PDQDJHPHQW MXGJPHQWY DQG DVVXPSWLRQV LQ WKH SUHSDUDW!
YRU IXUWKHU GHWDLOV VHH 1RWHV WR RXU FRQVROLGDWHG ILQDQFLDO VWDWF
UHIHUHQFH KHUH

5HYHQXH 5HFRJQLWLRQ OLFHQVH DQG FROODERUDWLRQ DJUHHPHQW ZLW
6KDUH %DVHG 3D\PHQWV VHH 1RWHV DQG

&OLQLFDO 7ULDO $FFUXDOV VHH 1RWHYV DQG

)DLU 9DOXH Rl )LQDQFLDO /LDELOLWLHV O (,% /RDQ DQG DVVRFLDWHG UR\

Q- Q-



[ZDEQH RI dRQWHQWYV

$ 2SHUDWLQJ UHVXOWYV

H KDYH RQH RSHUDWLQJ VHIPHQW ZKLFK LV WKH UHVHDUFK DQG GHYHORSPHAQ
QDQRWHFKQRORJ\ WR WUDQVIRUP FDQFHU WUHDWPHQW

&RPSDULVRQ RI WKH \HDUV HQGHG DV RI '"HFHPEHU DQG

2XU UHVXOWYV RI RSHUDWLRQV IRU WKH \HDUV HQGHG DV RI '"HFHPEHU
EHORZ

JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURYV

5HYHQXHVY DQG RWKHU LQFRPH
SHYHQXHYV

2WKHU LQFRPH

7RWDO UHYHQXHY DQG RWKHU LQFRPH
5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV
6HOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV
7RWDO RSHUDWLQJ H[SHQVHYV
2SHUDWLQJ LQFRPH ORVV

J)LOQDQFLDO LQFRPH

JLQDQFLDO H[SHQVHV

JLODQFLDO LQFRPH ORVYV

,QFRPH WD]

1HW ORVV IRU WKH SHULRG

‘H DSSOLHG WKH QHZ ,)56 VWDQGDUG /HDVHV VWDUWLQJ -DQXDU\ IROORZLQJ V
VWDWHPHQWY IRU WKH \HDU HQGHG 'HFHPEHU DUH QRW UHVWDWHG XQGHU WKH QH
SHYHQXHV DQG 2WKHU ,QFRPH
SHYHQXHV DQG RWKHU LQFRPH UHPDLQHG VWDEOH DW PLOOLRQ IRU WKH \F
UHYHQXHY DQG RWKHU LQFRPH GHFUHDVHG E\ PLOOLRQ RU IURP P

WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU

7KH FRPSRQHQWY RI RXU UHYHQXHY DQG RWKHU LQFRPH DUH VHW IRUWK LQ WK
JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGYV RI HXURV

6HUYLFHYV

2WKHU VDOHYV

7TRWDO UHYHQXHV

5S5HVHDUFK WD[ FUHGLW

6 XEVLGLHYV

2WKHU

7TRWDO RWKHU LQFRPH

7TRWDO UHYHQXHY DQG RWKHU LQFRPH

S5HYHQXHYV

$00 RI RXU UHYHQXHV RI WKH \HDUV HQGHG 'HFHPEHU DQG DQG
UHFRJQL]JHG LQ WKH \HDU HQGHG 'HFHPEHU ZHUH GHULYHG IURP WKH FKELC

RUJDQL]DWLRQ FRVWY LQ FRQQHFWLRQ ZLWK GHYHORSPHQW VXSSRUW SURYL(
FROODERUDWLRQ DJUHHPHQW

2WKHU LQFRPH

2WKHU LQFRPH UHPDLQHG UHODWLYHO\ VWDEOH EHWZHHQ WKH \HDU HQGHG 'HF
+RZHYHU WKH UHVHDUFK WD[ FUHGLW GHFUHDVHG E\ WKRXVDQG |
'"HFHPEHU WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU PDLQ



[ZDEQH RI dRQWHQWYV

H[SHQGLWXUHYV EHFDXVH RI ODERUDWRULHV VKXWGRZQV GXH WR WKH &29,' b
GRZQ UHTXLUHPHQWY DV ZHOO DV UHVWULFWLRQV RQ WKH VFRSH RI H[SHQGLW
JUHQFK WD[ DXWKRULWLHV

7KLV GHFUHDVH LQ UHVHDUFK WD[ FUHGLWY ZDV RIIVHW E\ WKH LQFUHDVH RI
IRU WKH \HDU HQGHG 'HFHPEHU WR WKRXVDQG IRU WKH \HDU HQG
DPRXQWV SURYLGHG E\ WKH )UHQFK 6WDWH DV SDUW RI WKH OOSDUWLDO XQ
FRPSDQLHYV IDFLQJ HFRQRPLF FKDOOHQJHYV SRVHG E\ WKH &29,"' SDQGHPLF Wi
HPSOR\HHVx QHW VDODULHV IURP WKH J)UHQFK 6WDWH 7KHVH VXEVLGLHV ZHUH
DQG DPRXQWHG WR WKRXVDQG 6XEVLGLHVY DOVR LQFOXGHG WKH 'HHS 7HFK
ZKLFK ZDV UHFRJQL]J]HG DV UHYHQXH LQ WKH \HDU HQGHG '"HFHPEHU

7KH GHFUHDVH LQ RWKHU LQFRPH IRU WKH \HDU HQGHG '"HFHPEHU ZDV S
FUHGLW ZKLFK GHFUHDVHG E\ WKRXVDQG IURP PLOOLRQ IRU WKH \HDU
IRU WKH \HDU HQGHG 'HFHPEHU 7KLY GHFUHDVH UHVXOWHG IURP WKH )L
RI WKH H[SHQGLWXUHYVY HOLJLEOH IRU UHVHDUFK WD[ FUHGLW UHIXQGV LQ

6XEVLGLHY GHFUHDVHG E\ WKRXVDQG IURP WR DPRXQWLQJ WR WK

5HVHDUFK DQG '"HYHORSPHQW ([SHQVHV

5HYVHDUFK DQG GHYHORSPHQW H[SHQVHV IRU WKH \HDUV HQGHG 'HFHPEHU
EHORZ

JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURYV

3XUFKDVHV VXE FRQWUDFWLQJ DQG RWKHU H[SHQVHV
3D\UROO FRVWV LQFOXGLQJ VKDUH EDVHG SD\PHQWYV
'HSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHYV
7RWDO UHVHDUFK DQG GHYHORSPHQW H[SHQVHV

7TKH WRWDO DPRXQW RI H[SHQVHV LQFXUUHG ZLWK UHVSHFW WR UHVHDUFK C
PLOOLRQ RU IURP PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU W
'"HFHPEHU 7KLV QHW GHFUHDVH ZDV PDLQO\ GXH WR

a 3XUFKDVHV VXE FRQWUDFWLQJ DQG RWKHU H[SHQVHV GHFUHDVHG E\
'"HFHPEHU DV FRPSDUHG ZLWK WKH VDPH SHULRG LQ 7KLV UHIO
GHFUHDVH FRVWYV ZKLOH PDLQWDLQLQJ FOLQLFDO WULDOV GHYHORSPHQW
D GHFUHDVH RI PLOOLRQ RU LQ SD\UROO FRVWV ZKLFK ZDV PDL
DQG GHYHORSPHQW VWDII IRU WKH \HDU HQGHG 'HFHPEHU DV FRPS
$V Rl '"HFHPEHU RXU ZRUNIRUFH LQFOXGHG UHVHDUFK DQG GHYH
WRWDO RI DV RI '"HFHPEHU DQG
a D GHFUHDVH RI WKRXVDQG LQ GHSUHFLDWLRQ DPRUWL]DWLRQ DQG S|
WKRXVDQG SD\PHQW UHODWHG WR D SURYLVLRQ IRU GLVSXWHV IRU WKH \
ZDV WKRXVDQG IRU WKH VDPH SHULRG LQ

Q-

7KH WRWDO DPRXQW RI H[SHQVHV LQFXUUHG ZLWK UHVSHFW WR UHVHDUFK DQC
RU IURP PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU WR PLOO
7KLV LQFUHDVH ZDV PDLQO\ GXH WR

a DQ LQFUHDVH RI PLOOLRQ RU LQ SXUFKDVHV VXE FRQWUDFW
FRPSULVLQJ FOLQLFDO WULDO H[SHQVHV IRU 1%7;5 DQG UHVHDUFK FR
SUHFOLQLFDO VWXGLHY DQG FOLQLFDO WULDOV

4 DQ LQFUHDVH RI PLOOLRQ RU LQ SD\UROO FRVWV UHODWHG
GHYHORSPHQW VWDII DQG VDODU\ LQFUHDVHV DPRQJ H[LVWLQJ UHVHDUF
RXU ZRUNIRUFH LQFOXGHG UHVHDUFK DQG GHYHORSPHQW VW
SRVLWLRQV FUHDWHG GXULQJ WKH \HDU HQGHG 'HFHPEHU 7KHVH O
LQ VDODU\ ZDJHV DQG SD\UROO WD[HV $GGLWLRQDOO\ WKH VKDUH EDVH
FRQWULEXWLRQ LQFUHDVHG E\ PLOOLRQ IURP PLOOLRQ IRU WKH
PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU DQG
4 DQ LQFUHDVH RI PLOOLRQ LQ GHSUHFLDWLRQ DPRUWL]DWLRQ DQG

DSSOLFDWLRQ RI WKH ,)56 VWDQGDUG LQ



[ZDEQH RI dRQWHQWYV

BHOOLQJ *HQHUDO DQG $GPLQLVWUDWLYH U6* $U ([SHQVHYV

6* $ H{SHQVHV IRU WKH \HDUV HQGHG 'HFHPEHU DQG DUH VXPPDUL

JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURYV

3XUFKDVHV IHHV DQG RWKHU H[SHQVHV

3D\UROO FRVWV LQFOXGLQJ VKDUH EDVHG SD\PHQWYV
'HSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHYV
7RWDO 6* $ H[SHQVHYV

2XU 6* $ H[SHQVHV GHFUHDVHG E\ PLOOLRQ RU IURP PLOOLRQ IRU
WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU 7KLV ZDV SULPDULO\ G»
a D GHFUHDVH LQ SXUFKDVHV IHHV DQG RWKHU H[SHQVHV RI PLOOLRQ
JHQHUDO DQG DGPLQLVWUDWLYH FRVWY LQ OLJKW RI WKH &29,' SDQGHP

a D GHFUHDVH RI PLOOLRQ RU LQ SD\UROO FRVWYV GXH WR D GHFUHE

ZH HPSOR\HG 6* $ VWDII DV FRPSDUHG ZLWK DV RI '"THFHPEHU

'HSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHVY LQFUHDVHG IURP
SULPDULO\ GXH WR WKH DGGLWLRQDO DPRUWL]DWLRQ RI QHZ IDFLOLW\ OHDV
$QWRLQH URDG

2XU 6* $ HI[SHQVHV LQFUHDVHG E\ PLOOLRQ RU IURP PLOOLRQ IRU
WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU 7KH LQFUHDVH ZDV SUL

a4 WKH LQFUHDVH LQ UHQW IHHV DQG RWKHU H[SHQVHV E\ PLOOLRQ
UHFUXLWPHQW OHJDO DQG FRPPXQLFDWLRQV VHUYLFHV IHHV LQ LQ
WUDQVDFWLRQ FRVWV UHODWHG WR RXU 8 6 LQLWLDO SXEOLF RIIHULQJ
WKRXVDQG LQ WKDW ZHUH LQLWLDOO\ UHFRUGHG DV D UHGXFWLR(
WKHQ UHYHUVHG WR 6* $ H{SSHQVHV XSRQ WKH GHWHUPLQDWLRQ E\ PDQD
EH GHOD\HG DQG FRVWV DVVRFLDWHG ZLWK D FKDQJH LQ WKH H[HFXWLY
DQ LQWHUQDO UHRUJDQL]DWLRQ 7KHVH LQFUHDVHV LQ IHHV DQG RWK
GHFUHDVH LQ UHQWDO H[SHQVHV IROORZLQJ WKH DSSOLFDWLRQ RI ,)56
a WKH SD\UROO FRVWV UHODWHG WR RXU DGPLQLVWUDWLYH VWDII PHPE}
UHVXOWLQJ IURP WKH LQFUHDVH LQ VKDUH EDVHG SD\PHQW H[SHQVHV H
PLOOLRQ IURP PLOOLRQ LQ WR PLOOLRQ LQ $W '"HFHPEHU
VWDII ZKLFK LQFOXGHG VL[ SRVLWLRQV WKDW ZHUH FUHDWHG GXULQJ WK

'"HSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHV LQFUHDVHG IURP
SULPDULO\ GXH WR WKH DSSOLFDWLRQ RI ,)56 VWDQGDUG VLQFH -DQXDU\

2SHUDWLQJ ,QFRPH /RVV

2XU RSHUDWLQJ ORVV GHFUHDVHG E\ PLOOLRQ RU IURP PLOOLRQ

WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU 7KLV GHFUHDVH LV PL

H[SHQVHV GXULQJ WKH &29,' SDQGHPLF DORQJ ZLWK WKH FKDQJHV WR RWKF

H[SHQVHV GHVFULEHG DERYH

$W 'HFHPEHU RXU ZRUNIRUFH WRWDOHG HPSOR\HHV ZKLFK LV SRVL

WKH VDPH SHULRG LQ

2XU RSHUDWLQJ ORVV LQFUHDVHG E\ PLOOLRQ RU I[URP PLOOLRQ |
PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU 7KH LQFUHDVH ZDV SULPD

WKH SURJUHVVLRQ RI RXU FOLQLFDO SURJUDPV SDUWLFXODUO\ LQ KHDG DQG
SDWLHQWYV IRU FOLQLFDO WULDOV XQGHUWDNHQ LQ

$W 'HFHPEHU RXU ZRUNIRUFH WRWDOHG HPSOR\HHV LQFOXGLQJ HL.

1HW )LQDQFLDO ,QFRPH /RVV

I1HW ILQDQFLDO LQFRPH FKDQJHG E\ PLOOLRQ IURP D PLOOLRQ ORVYV IR
LQFRPH RI PLOOLRQ IRU WKH \HDU HQGHG '"HFHPEHU 7KH LQFUHDVH Z
LPSDFW RI D PLOOLRQ GHFUHDVH LQ LQWHUHVW FRVWY UHVXOWLQJ IURP |



[ZDEQH RI dRQWHQWYV

VHH 1RWH RI RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV IRU WKH \HI

PLOOLRQ LQWHUHVW H[SHQVH IRU WKH \HDU HQGHG 'HFHPEHU SDUYV
IRUHLJQ H[FKDQJH ORVVHV 7KH LQFUHDVH LQ IRUHLJQ H[FKDQJH ORVVHV ZDV
PLOOLRQ IURP WKH JURVY SURFHHGY RI RXU JOREDO RIIHULQJ ZKLFK LQFOXG

EDQN DFFRXQW PLOOLRQ DV RI '"HFHPEHU DQG WKH LPSDFW DV\
DFFRXQW

1HW ILQDQFLDO ORVV LQFUHDVHG E\ PLOOLRQ IURP PLOOLRQ IRU WKH \
IRU WKH \HDU HQGHG 'HFHPEHU 7KH LQFUHDVH ZDV SULPDULO\ GXH WR
UHODWHG PDLQO\ WR WKH (,% ORDQ DQG WR D OHVVHU H[WHQW D PLOOL!

IROORZLQJ WKH ILUVW DSSOLFDWLRQ RI WKH QHZ VWDQGDUG LQ
% /LTXLGLW\ DQG &DSLWDO 5HVRXUFHV
,QWURGXFWLRQ

6LQFH RXU LQFHSWLRQ ZH KDYH FRQVLVWHQWO\ JHQHUDWHG QHJDWLYH RSHU
RXU RSHUDWLRQV DQG JURZWK WKURXJK

a WKH LVVXDQFH DQG VDOH RI RUGLQDU\ VKDUHV SULPDULO\ LQFOXGLQJ
SXEOLF RITHULQJ RQ WKH (XURQH[W PDUNHW LQ 3DULV LQ 2FWREHU
SODFHPHQW FDSLWDO LQFUHDVH LQ $SULO PLOOLRQ LQ QHW SU
LQFUHDVH LQ -XO\ DQG PLOOLRQ PLOOLRQ DV RI '"HFHPEHU
JOREDO RIITHULQJ LQFOXGLQJ RXU 8 6 LQLWLDO SXEOLF RIIHULQJ LQ 'HF

Q-

ORDQV FRQGLWLRQDO DGYDQFHV DQG JUDQWY DZDUGHG E\ JRYHUQPHQW!
} RXU (,% ILQDQFH FRQWUDFW DQG UR\DOWLHV DJUHHPHQW JUDQWHG
GUHZ L WKH LQLWLDO WUDQFKH RI PLOOLRQ UHSD\DEOH LQ
VDWLVI\LQJ WKH UHTXLVLWH GRFXPHQWDU\ FULWHULD LQ 2FWREHU
PLOOLRQ UHSD\DEOH LQ VHPL DQQXDO LQVWDOOPHQWV RI SULQFL
SHULRG LQ ODUFK XSRQ DFKLHYLQJ WKH UHTXLVLWH SHUIRUPDQ

WKH 3KDVH ,,, FOLQLFDO EHQHILW ULVN UDWLR RI 1%7;5 IRU WKH W
ERG\ FRYHULQJ PHGLFDO GHYLFHV *0(' DQG WKH VXFFHVVIXO LGF
1%7;5 GRVDJH LQ RXU ORFDOO\ DGYDQFHG KHDG DQG QHFN FDQFHU\

} D PLOOLRQ UHSD\DEOH DGYDQFH UHFHLYHG IURP %SLIUDQFH L
,QGXVWULDO ,QQRYDWLRQ SURJUDP DQ LQWHUHVW IUHH LQQRYDW
UHFHLYHG LQ 6HSWHPEHU DQG D QRQ GLOXWLYH PLOOLRQ IL

DV SDUW RI %SLIUDQFHxV 'HHS 7HFK SURJUDP LQ RUGHU WR \
WHFKQRORJ\

} DQ DJJUHJDWH RI PLOOLRQ LQ VWDWH JXDUDQWHHG ORDQV U3U?
WR D PLOOLRQ 3*( DJUHHPHQW ZLWK +6%& )UDQFH WKH U+6%& 3*(
PLOOLRQ 3*( DJUHHPHQW ZLWK %SLIUDQFH LQ -XO\ WKH U%SLIUC

7THUPV RI 2XU 3ULPDU\ )LQDQFLQJ $JUHHPHQWYV
(,% )LQDQFH &RQWUDFW DQG 5R\DOW\ $JUHHPHQW

,Q -XO0\ ZH DQG (,% HQWHUHG LQWR D ILQDQFH FRQWUDFW DQG D UR\DOW\ [
WKUHH SRWHQWLDO GLVEXUVHPHQW WUDQFKHV HDFK GUDZDEOH LQ WKH DEVH
VXEMHFW WR RXU DFKLHYLQJ VSHFLILHG GRFXPHQWDU\ DQG RU SHUIRUPDQFH F
DQG ZDUUDQWLHV

$V QRWHG DERYH ZH GUHZ WKH LQLWLDO WUDQFKH LQ 2FWREHU DQG WKH V
WKH (,% ORDQ SURYLGH IRU D ILQDO PLOOLRQ WKLUG WUDQFKH LI ZH VDWL
- X0\ 7KH GLVEXUVHPHQW RI WKH WKLUG WUDQFKH LV GHSHQGHQW RQ WZ
1%7;5 DQG DFKLHYLQJ WKH SULPDU\ HQGSRLQW RI WKH SLYRWDO 3KDVH ,,, FOL
ORFDOO\ DGYDQFHG KHDG DQG QHFN FDQFHUVY DQG LL RXU UDLVLQJ RI QHZ HT
$SULO FDSLWDO LQFUHDVH 7KH GHDGOLQH IRU WKH VDWLVIDFWLRQ RI WKH
LQLWLDOO\ -XO\ ZDV HI[WHQGHG WR SURYLGH DQ DGGLWLRQDO \HDU WR \
WKH WKLUG WUDQFKH ,1 GUDZQ WKH WKLUG WUDQFKH ZRXOG EH UHSD\DEOH L«
SHULRG WKURXJK WKH GDWH WKDW LV ILYH \HDUV DIWHU GLVEXUVHPHQW

3ULRU WR UHSD\PHQW DW PDWXULW\ RU HDUOLHU SUHSD\PHQW LQWHUHVW RC(
DQQXDOO\ ZLWK VXFK LQWHUHVW EHLQJ FDSLWDOL]J]HG DQG DGGHG WR WKH RX
LOQVWDOOPHQW RI SULQFLSDO LQWHUHVW RQ WKH VHFRQG WUDQFKH DW D Il

IL[HG UDWH LV SD\DEOH IROORZLQJ WKH DSSOLFDEOH JUDFH SHULRG VHPL
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UHVSHFW WR HDFK WUDQFKH LV GXH ILYH \HDUV IURP WKH GDWH RI LWV GLVEX!
DFFUXHV DW DQ DQQXDO UDWH HTXDO WR WKH KLJKHU Rl WKH DSSOLFDEOH UD\
‘H PD\ UHSD\ LQ ZKROH RU LQ SDUW DQ\ WUDQFKH WRJHWKHU ZLWK DFFUXHG
WKH SD\PHQW RI D FXVWRPDU\ SUHSD\PHQW IHH (,% PD\ UHTXLUH XV WR SUHSD
ORDQ LQ FRQQHFWLRQ ZLWK FHUWDLQ HYHQWV LQFOXGLQJ D VXEVWDQWLDO U
GHYHORSPHQW SURJUDP D SUHSD\PHQW RI FHUWDLQ QRQ (,% ILQDQFLQJ FHUW
/HY\ FHDVLQJ WR EH RXU SULQFLSDO H[HFXWLYH RIILFHU RU FHDVLQJ KROG D V
GLVSRVLWLRQV RI DVVHWY UHODWHG WR RXU 1%7;5 GHYHORSPHQW SURJUDP L
FXVWRPDU\ SUHSD\PHQW IHH

(,% PD\ DOVR UHTXLUH LPPHGLDWH UHSD\PHQW WRJHWKHU ZLWK DFFUXHG LQW
FROQQHFWLRQ ZLWK WKH RFFXUUHQFH RI DQ\ HYHQW Rl GHIDXOW ZLWK UHVSHFV
SD\ DQ\ DPRXQWV GXH XQGHU WKH (,% ORDQ D GHWHUPLQDWLRQ RI D PDWHULEL
UHSUHVHQWDWLRQ RU ZDUUDQW\ DQ\ FURVV GHIDXOW LQYROYLQJ WKH DFFHOH
OHDVW RU SXUVXDQW WR DQ\ RWKHU ORDQ IURP (,% FHUWDLQ EDQNUXSYV
DQ\ PDWHULDO DGYHUVH FKDQJH RU DQ\ IDLOXUH WR FRPSO\ ZLWK DQ\ RWKHU
UHPDLQV XQFXUHG IRU EXVLQHVV GD\V

B3UHSD\PHQW IHHV LI UHTXLUHG DUH FDOFXODWHG DV D SHUFHQWDJH RI WKH L
RYHU WLPH

7KH WHUPV RI WKH (,% ORDQ LPSRVH UHVWULFWLRQV RQ XV DQG RXU VXEVLGLE
EXVLQHVV LQFOXGLQJ DPRQJ RWKHUV UHVWULFWLRQV RQ L WKH GLVSRVLWL
DUPxV OHQJWK RUGLQDU\ FRXUVH WUDQVDFWLRQV LL UHVWUXFWXULQJ RU PC
EXVLQHVV LLL HQWHULQJ LQWR FHUWDLQ PHUJHU RU FRQVROLGDWLRQ WUDQ
RXU PDWHULDO VXEVLGLDULHV Y SXUVXLQJ DFTXLVLWLRQV RU LQYHVWPHQW\
PLOOLRQ LQ WKH DJJUHJDWH YLL SURYLGLQJ JXDUDQWHHV LQ UHVSHFW R
LQ FHUWDLQ KHGJLQJ DFWLYLWLHV L[ JUDQWLQJ VHFEXULW\ RYHU RXU DVVHW
RU [L LPSDLULQJ RXU LQWHOOHFWXDO SURSHUW\ ULJKWV 3XUVXDQW WR WKH
+6%& 3*( /RDQ DV GHILQHG EHORZ DQG WKH %SLIUDQFH 3*( /RDQ ZKLFK UHSUF
PLOOLRQ

$Q\ RI RXU VXEVLGLDULHV ZKRVH JURVV UHYHQXHV WRWDO DVVHWV RU (%,7'$ |
JURVV UHYHQXHV WRWDO DVVHWYV RU (%,7'$ LV UHTXLUHG WR JXDUDQWHH RXU

3XUVXDQW WR WKH UR\DOW\ DJUHHPHQW ZH DOVR FRPPLWWHG WR SD\ UR\DOW
SHULRG RI VL[ \HDUV EHJLQQLQJ RQ -DQXDU\ DQG SD\DEOH ZLWK UHVSHFW
GXULQJ WKH SHULRG IURP WKURXJK 7KH DPRXQW Rl UR\DOWLHV SD\DEO
UR\DOW\ UDWHV ZKLFK YDU\ DFFRUGLQJ WR WKH QXPEHU RI WUDQFKHV WKDW K
VDOHV WXUQRYHU

,Q WKH HYHQW WKDW ZH HOHFW WR SUHSD\ D WUDQFKH RI WKH (,% ORDQ (,% U
FRQQHFWLRQ ZLWK DQ HYHQW RI GHIDXOW RU RWKHU SUHSD\PHQW HYHQW XQG
HYHQW RFFXUV IROORZLQJ WKH PDWXULW\ RI WKH (,% ORDQ (,% LV HQWLWOHG
KLIKHVW RI L WKH QHW SUHVHQW YDOXH RI DOO IXWXUH UR\DOWLHV DV GHWE
UHTXLUHG IRU (,% WR UHDOL]H DQ LQWHUQDO UDWH RI UHWXUQ RI RQ WKH (,
RYHUGXH DPRXQWYV DFFUXHV DW DQ DQQXDO UDWH HTXDO WR

3*( /IRDQV

7KH +6%& 3*( /RDQ LV JXDUDQWHHG E\ WKH )UHQFK 6WDWH DQG KDV DQ LQLW
EHDUV QR LQWHUHVW $W WKH HQG RI WKLV LQLWLDO WHUP ZH KDYH DQ RSWLF
DGGLWLRQDO SHULRG RI XS WR ILYH \HDUV GXULQJ ZKLFK WKH +6%& 3*( /RDQ 2
+6%& J)UDQFHxV UHILQDQFLQJ FRVWV :H PXVW SD\ D JXDUDQWHH IHH HTXDO WR
DW WKH HQG RI WKH LQLWLDO PRQWK WHUP ,I ZH GHFLGH WR DPRUWL]H WKH
KDYH WR SD\ DQ DGGLWLRQDO JXDUDQWHH IHH RYHU VXFK DPRUWL]DWLRQ SHU|
WKH GXUDWLRQ Rl WKH DPRUWL]DWLRQ SHULRG EHLQJ SHU DQQXP IRU WKt
DQQXP IRU WKH WKLUG IRXUWK DQG ILIWK \HDU Rl DPRUWL]DWLRQ 7KH +6%& 3
RFFXUUHQFH RI FXVWRPDU\ HYHQWV RI GHIDXOW

7KH %SLIUDQFH 3*( /RDQ KDV D VL[ \HDU WHUP DQG LV JXDUDQWHHG E\ WKH )
ZLOO EHDU QR LQWHUHVW IRU WKH ILUVW PRQWK SHULRG EXW IROORZLQJ VX
\HDUV ZLOO EHDU DQ LQWHUHVW UDWH RI SHU DQQXP LQFOXVLYH RI DQ D¢
DQQXP 7KH SULQFLSDO DQG LQWHUHVW RI WKH %SLIUDQFH 3*( ORDQ ZLOO EH L
2FWREHU XQWLO -XO\ 7KH %SLIUDQFH 3*( /RDQ PXVW EH UHSDLG X:
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HYHQWYV RI GHIDXOW
%SLIUDQFH $GYDQFHV DQG /RDQV

([FHSW LQ WKH HYHQW ZH DUH XQDEOH WR FRPPHUFLDOL]JH 1%7;5 ZH KDYH XQf
PLOOLRQ DGYDQFH XQGHU WKH 6WUDWHJLF ,QGXVWULDO ,QQRYDWLRQ SURJ

PLOOLRQ QR ODWHU WKDQ 'HFHPEHU PLOOLRQ QR ODWHU WKDQ 'HFHI

'"HFHPEHU DQG WKH UHPDLQLQJ EDODQFH QR ODWHU WKDQ 'HFHPEHU

‘H KDYH XQGHUWDNHQ WR UHSD\ WKH PLOOLRQ LQWHUHVW IUHH LQQRYDWLF
RI WKRXVDQG HDFK EHJLQQLQJ LQ 6HSWHPEHU $FFRUGLQJO\ ZH UHSDL

'XH WR &29," %SLIUDQFH DOORZHG XV WR GHIHU WZR TXDUWHUO\ SD\PHQ
ZKLFK ZLOO EH GXH ZLWKRXW IHHV RU SHQDOWLHY DW WKH HQG RI WKH LQLW]|

&XUDGLJIPxV PLOOLRQ ILQDQFLQJ DJUHHPHQW XQGHU %SLIUDQFHxXV '"HHS 7HI
ZKLFK VXSSRUWV &XUDGLJPxV GHYHORSPHQW Rl 1DQRSULPHU WHFKQRORJ\ FRF
DGYDQFH WKH ILUVW WKRXVDQG RI ZKLFK ZDV IXQGHG DW VLJQLQJ DQG WK
FRPSOHWLRQ RI D SURMHFW UHODWHG WR D QDQRPHGLFLQH WKHUDS\ DW RXU

WKRXVDQG RI ZKLFK ZDV IXQGHG DW VLJQLQJ DQG WKH UHPDLQGHU RI ZKLFI
SURMHFW UHODWHG WR D QDQRPHGLFLQH WKHUDS\ DW RXU UHTXHVW &XUDGL.
WKRXVDQG FRQGLWLRQDO DGYDQFH LQ -XQH DQG LL WKRXVDQG RI WKt}
ZKLFK ZDV UHFRJQL]JHG DV UHYHQXH LQ GXULQJ WKH \HDU HQGHG 'HFHPEHU
FRPSRQHQW RI WKH ILQDQFLQJ LV UHSD\DEOH HDFK TXDUWHU FRPPHQFLQJ 0DU
'"HFHPEHU

+LVWRULFDO &KDQJHV LQ &DVK )ORZV

7KH WDEOH EHORZ VXPPDUL]JHVY RXU FDVK LQIORZVY DQG RXWIORZV IRU WKH \HD!

JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURV

1HW FDVK IORZV IURP XVHG LQ RSHUDWLQJ DFWLYLWLHV
1HW FDVK IORZV IURP XVHG LQ LQYHVWLQJ DFWLYLWLHYV
1HW FDVK IORZV IURP ILQDQFLQJ DFWLYLWLHYV

(I"HFW Rl HIFKDQJH UDWHV FKDQJHV RQ FDVK

1HW LQFUHDVH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV

&DVK )ORZV IURP XVHG LQ RSHUDWLQJ DFWLYLWLHV

2XU QHW FDVK IORZV XVHG LQ RSHUDWLQJ DFWLYLWLHYV ZDV PLOOLRQ DQG
DQG UHVSHFWLYHO\

7KH QHW FDVK XVHG LQ HDFK RI WKHVH SHULRGV SULPDULO\ UHIOHFWV WKH (

PLOOLRQ IURP PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU WR
'"HFHPEHU UHVXOWLQJ SULPDULO\ IURP WKH GHFUHDVH RI PLOOLR
LPSDFW RI ORZHU WKDQ XVXDO SD\UROO FRVWY DQG LQFUHDVHG FOLQLFDO H|
GHYHORSPHQW LQ VSLWH RI WKH SDQGHPLF

&DVK )ORZV IURP XVHG LQ LQYHVWLQJ DFWLYLWLHV

2XU QHW FDVK IORZV XVHG LQ LOQYHVWLQJ DFWLYLWLHV ZDV WKRXVDQG IRU
FRPSDUHG WR PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU 7KH GHFUHD\
WKRXVDQG GHFUHDVH LQ IL[HG DVVHW DFTXLVLWLRQV DV PLOOLRQ ZDV VSt

RXU RIILFHVY WKDW \HDU
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&DVK )ORZV IURP XVHG LQ ILQDQFLQJ DFWLYLWLHYV

2XU QHW FDVK IORZV IURP ILQDQFLQJ DFWLYLWLHV ZHUH PLOOLRQ DQG
'"HFHPEHU DQG UHVSHFWLYHO\

1HW FDVK IORZV IURP ILQDQFLQJ DFWLYLWLHV IRU WKH \HDU HQGHG 'HFHPEHU

a PLOOLRQ RI JURVV SURFHHGV UHFHLYHG LQ -XO\ DV D UHVXOW
SODFHPHQW RI RUGLQDU\ VKDUHV

a PLOOLRQ RI +6%& 3*( ORDQ UHFHLYHG LQ -XQH DQG PLOOLRQ %3,

a WKRXVDQG FRQGLWLRQDO DGYDQFH XQGHU &XUDGLJPxV 'HHS 7THFK )XQ

a PLOOLRQ RI QHW SURFHHGV DIWHU GHGXFWLQJ XQGHUZULWLQJ FRP

86 LOQLWLDO SXEOLF RIIHULQJ LQ '"HFHPEHU
7TKHVH IXQGY ZHUH SDUWLDOO\ RIIVHW E\

PLOOLRQ RI WUDQVDFWLRQ FRVWV UHVXOWLQJ IURP WKH -XO\ FDSL
PLOOLRQ SD\PHQWV Rl OHDVH OLDELOLWLHY DQG LQWHUHVW SD\PHQW
$ WKRXVDQG UHSD\PHQW WR %SLIUDQFH RI D FRQGLWLRQDO DGYDQFH
$ WRWDO RI PLOOLRQ RI WUDQVDFWLRQ FRVWY UHODWHG WR WKH 'HFH
7KH UHSD\PHQW Rl WKH OHDVH OLDELOLWLHY DQG UHODWHG LQWHUHVWYV

QD Q-

1HW FDVK IORZV IURP ILQDQFLQJ DFWLYLWLHV IRU WKH \HDU HQGHG 'HFHPEHU

a PLOOLRQ RI JURVV SURFHHGVY UHFHLYHG LQ $SULO DV D UHVXOV
SODFHPHQW RI RUGLQDU\ VKDUHV DQG
a 7KH UHFHLSW RI PLOOLRQ IURP WKH VHFRQG WUDQFKH RI WKH (,% ORI

7TKHVH IXQGV ZHUH SDUWLDOO\ RIIVHW E\
a PLOOLRQ RI WUDQVDFWLRQ FRVWY UHVXOWLQJ IURP WKH $SULO FD
a PLOOLRQ RI UHSD\PHQWY UHODWHG WR RXU FRQGLWLRQDO DGYDQFH'
LOQWHUHVWYV

7KH FDUU\LQJ YDOXH DQG DFWLYLW\ RI RXU UHSD\DEOH DGYDQFHYVY DQG ORDQV

0 uuoéﬂﬁinVW &XUDGLIR o e ohsLIUD
quKRXVDQGVRleu@ YDQ%BUUDb%#RD§2$53%§%$ 3% (% Ulvbo
ORDQ
$V Rl -DQXDU\
BULQFLSDO UHFHLYHG
,PSDFW RI GLVFRXQWLQJ DQG DFFUHWLRQ
$FFXPXODWHG IL[HG LQWHUHVW H[SHQVH
DFFUXDO
$FFXPXODWHG YDULDEOH LQWHUHVW H[SHQVH
DFFUXDO
5HSD\PHQW
$V Rl '"HFHPEHU
BULQFLSDO UHFHLYHG
,PSDFW RI GLVFRXQWLQJ DQG DFFUHWLRQ
$FFXPXODWHG IL[HG LQWHUHVW H[SHQVH
DFFUXDO
$FFXPXODWHG YDULDEOH LQWHUHVW H[SHQVH
DFFUXDO
5HSD\PHQW
$V Rl '"HFHPEHU
/HDVHV OLDELOLWLHYV
‘H DGRSWHG ,)56 /HDVHV XVLQJ WKH OOPRGLILHG UHWURVSHFWLYH PHWKRC

ULJKWV RI XVH DVVHWV DQG OHDVH OLDELOLWLHYVY IRU WKH DPRXQWYV RI WKF
UHPDLQGHU RI RXU OHDVHV 7KH DPRXQW Rl WKH OHDVH OLDELOLWLHYV RQ LQL
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IXWXUH FDVK SD\PHQWYV LQ FRQQHFWLRQ ZLWK WKH RXWVWDQGLQJ OHDVHV L
'"HFHPEHU QHW OHDVH OLDELOLWLHVY GHFUHDVHG E\ PLOOLRQ WR
1RWH Rl RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY IRU GHWDLOV UHJD

/ILTXLGLW\ DJUHHPHQW

&RQVLVWHQW ZLWK FXVWRPDU\ SUDFWLFHV LQ WKH JUHQFK VHFXULWLHV PDUN
ZLWK *LOEHUW 'XSRQW DQ LQYHVWPHQW FRPSDQ\ LQ )UDQFH ZKLFK DJUHHPI
PDUNHW SXUFKDVHV DQG VDOHV RI RXU VKDUHV RQ WKH UHJXODWHG PDUNHW
IRU WKH WUDGLQJ PDUNHW VXFK DJUHHPHQW KDV EHHQ DPHQGHG RQ 1RYH
'"HFHPEHU DQG WKH \HDU HQGHG 'HFHPEHU ZH GLG QRW FRQWULE
VKDUHV WR WKH OLTXLGLW\ DFFRXQW 7KH FDVK DQG WKH YDOXH RI WKH RU
FODVVLILHG LQ RWKHU QRQ FXUUHQW ILQDQFLDO DVVHWYV LQ RXU VWDWHPHQV

D WRWDO RI RUGLQDU\ VKDUHV DQG WKRXVDQG ZHUH DOORFDW
'XSRQW $V RI '"HFHPEHU D WRWDO RI RUGLQDU\ VKDUHV DQG
RUGLQDU\ VKDUHV DQG WKRXVDQG DV RI '"HFHPEHU ZHUH DOORFDWE

'XSRQW 7KH OLTXLGLW\ DJUHHPHQW KDV DQ DXWRPDWLFDOO\ UHQHZDEOH WH
HLWKHU SDUW\

2SHUDWLQJ &DSLWDO S5SHTXLUHPHQWYV

$OWKRXJK LW LV GLIILFXOW WR SUHGLFW IXWXUH OLTXLGLW\ UHTXLUHPHQWYV
ZLOO EH VXIILFLHQW WR IXQG RXU FXUUHQW RSHUDWLRQV WKURXJK WKH VHFR
RQ DVVXPSWLRQV WKDW PD\ SURYH WR EH ZURQJ DQG ZH FRXOG XVH RXU FI
H[SHFW ,Q DQ\ HYHQW ZH ZLOO QHHG DGGLWLRQDO FDSLWDO WR SXUVXH SU
DSSURYDO IRU DQG WR FRPPHUFLDOL]H RXU SURGXFW FDQGLGDWHV

8QWLO ZH FDQ JHQHUDWH D VXIILFLHQW DPRXQW RI UHYHQXH IURP RXU SURGX
RSHUDWLQJ DFWLYLWLHVY WKURXJK D FRPELQDWLRQ RI HTXLW\ RIIHULQJV G|
JRYHUQPHQW VXEVLGLHV DQG SRWHQWLDO PLOHVWRQH SD\PHQWY XQGHU WKL

EH DYDLODEOH RQ UHDVRQDEOH WHUPV LI DW DOO ,I ZH DUH XQDEOH WR UD
WHUPV DFFHSWDEOH WR XV ZH PD\ KDYH WR VLJQLILFDQWO\ GHOD\ VFDOH
FRPPHUFLDOL]DWLRQ RI RQH RU PRUH RI RXU SURGXFW FDQGLGDWHV ,I ZH U

DGGLWLRQDO GHEW RU HTXLW\ VHFXULWLHY LW FRXOG UHVXOW LQ GLOXWLRC
REOLJDWLRQV DQG WKHVH VHFXULWLHYVY PD\ KDYH ULJKWYV VHQLRU WR WKRVH R
FRXOG EHFRPH VXEMHFW WR FRYHQDQWYV WKDW ZRXOG UHVWULFW RXU RSHUL
VXFK DV OLPLWDWLRQV RQ RXU DELOLW\ WR LQFXU DGGLWLRQDO GHEW OLI
LOWHOOHFWXDO SURSHUW\ ULJKWV DQG RWKHU RSHUDWLQJ UHVWULFWLRQV \
EXVLQHVV $Q\ RI WKHVH HYHQWYV FRXOG VLJQLILFDQWO\ KDUP RXU EXVLQHVYV

2XU SUHVHQW DQG IXWXUH IXQGLQJ UHTXLUHPHQWYV ZLOO GHSHQG RQ PDQ\ IDF

WKH VL]JH SURJUHVV WLPLQJ DQG FRPSOHWLRQ RI RXU FOLQLFDO WULDO
WKH QXPEHU RI SRWHQWLDO QHZ SURGXFW FDQGLGDWHV ZH LGHQWLI\ DQ
WKH FRVWV LQYROYHG LQ ILOLQJ SDWHQW DSSOLFDWLRQV DQG PDLQWDL
FODLPV RU LQIULQJHPHQWY UDLVHG E\ WKLUG SDUWLHYV
WKH WLPH DQG FRVWV LQYROYHG LQ REWDLQLQJ UHJXODWRU\ DSSURYDO
PD\ HQFRXQWHU DV D UHVXOW RI HYROYLQJ UHJXODWRU\ UHTXLUHPHQW:
WKHVH SURGXFW FDQGLGDWHYV
VHOOLQJ DQG PDUNHWLQJ DFWLYLWLHV XQGHUWDNHQ LQ FRQQHFWLRQ ZL
DQG DQ\ RWKHU FXUUHQW RU IXWXUH SURGXFW FDQGLGDWHY DQG FRVWYV
DQG PDUNHWLQJ RUJDQL]DWLRQ
a WKH DPRXQW RI UHYHQXH LI DQ\ ZH PD\ GHULYH HLWKHU GLUHFWO\ RU L
I[URP RXU H[LVWLQJ RU IXWXUH SDUWQHUVKLS RU FROODERUDWLRQ DJUHH
a WKH VHYHULW\ GXUDWLRQ DQG LPSDFW RI WKH &29," SDQGHPLF ZKLFK
EXVLQHVV DQG FOLQLFDO WULDOV

Q- QD Qs Q-

Q-

&DSLWDO ([SHQGLWXUHYV

JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURV

,QFUHDVHV LQ VRIWZDUH DQG RWKHU LQWDQJLEOH DVVHWYV
,QFUHDVHV LQ SURSHUW\ SODQW DQG HTXLSPHQW

7TRWDO LQFUHDVHY LQ FDSLWDO H[SHQGLWXUHV




[ZDEQH RI dRQWHQWYV

JRU WKH \HDU HQGHG 'HFHPEHU RXU FDSLWDO H[SHQGLWXUHVY ZHUH FRPSL
DFTXLVLWLRQV RI WHFKQLFDO HTXLSPHQW DQG WKRXVDQG RI QHZ RIILFH DQ
JRU WKH \HDU HQGHG 'HFHPEHU RXU FDSLWDO H[SHQGLWXUHV ZHUH FRPSL
WKH LPSOHPHQWDWLRQ RI D QHZ KXPDQ UHVRXUFHV VRIWZDUH DQG RI W KR
RIILFH IDFLOLWLHV

JRU WKH \HDU HQGHG 'HFHPEHU RXU FDSLWDO H[SHQGLWXUHV ZHUH FF
LPSURYHPHQWY WR RXU H[LVWLQJ RIILFH IDFLOLWLHYV DQG PLOOLRQ LQ FRF

QHZ HPSOR\HHV
& 5HVHDUFK DQG GHYHORSPHQW SDWHQWY DQG OLFHQVHYV

2XU UHVHDUFK DQG GHYHORSPHQW WHDPV XWLOL]JH RXU GHHS H[SHUWLVH WR F
\HDUV HQGHG 'HFHPEHU DQG ZH VSHQW PLOOLRQ PLOOLI
UHVSHFWLYHO\ RQ

UHVHDUFK DQG GHYHORSPHQW )RU D GLVFXVVLRQ RI RXU UHVHDUFK DQG GHYH
2YHUYLHZU DQG U,WHP $ 2SHUDWLQJ 5HVXOWV U

' 7UHQG LQIRUPDWLRQ

YRU D GLVFXVVLRQ RI WUHQGV VHH U,WHP % %XVLQHVV 2YHUYLHZ U U,WHP $
DQG &DSLWDO 5HVRXUFHV U 2WKHU WKDQ DV GLVFORVHG LQ WKHVH VHFWLRQV
GHPDQGV FRPPLWPHQWY RU HYHQWV VLQFH '"HFHPEHU WKDW DUH UHDVR!
HITHFW RQ RXU UHYHQXHYV LQFRPH SURILWDELOLW\ OLTXLGLW\ RU FDSLWDO U
LQIRUPDWLRQ WR EH QRW QHFHVVDULO\ LQGLFDWLYH RI IXWXUH RSHUDWLQJ Ut

( 21l %YDODQFH 6KHHW $UUDQJHPHQWYV

'H KDYH QR RIl EDODQFH VKHHW DUUDQJHPHQWY WKDW KDYH KDG RU DUH UHD\V
RQ RXU ILQDQFLDO FRQGLWLRQ FKDQJHV LQ ILQDQFLDO FRQGLWLRQ UHYHQ.
FDSLWDO H[SHQGLWXUH RU FDSLWDO UHVRXUFHYV

) 7DEXODU GLVFORVXUHV RI FRQWUDFWXDO REOLJDWLRQV

7KH WDEOH EHORZ SUHVHQWY DJJUHJDWH LQIRUPDWLRQ RQ PDWHULDO FRQW!U

ZKLFK SD\PHQWY DUH GXH EDVHG RQ FRQWUDFWXDO DJUHHPHQWY LQ SODFH D\
GLIITHU I[URP WKH HVWLPDWHY EHORZ DV D UHVXOW RI IXWXUH HYHQWYV

$V RI '"HFHPEHU

0 0
LQ WKRXVDQGV RI HXURYV /HVV WKDQA)H\V%'iPHUS A)FD\A\?ESUS OmC\DJ:HD\L/JVVKDQ
/IRQJ WHUP GHEW REOLJDWLRQV
/HDVH OLDELOLWLHV
7TRWDO
,Q WKH IL[HG LQWHUHVW DFFUXDO UHIHUV WR JXDUDQWHH IHH RI R1 WKH SULQF
DGGHG WR D IL[HG LQWHUHVW UDWH RI IRU WKH %SLIUDQFH 3*( ORDQ UHVSHFWLYHO'

7KH REOLJDWLRQV SUHVHQWHG LQ WKH WDEOH DERYH DUH DVVRFLDWHG ZLWK
VSHFLI\ DOO WKH WHUPV DQG FRQGLWLRQV WKHUHRI LQFOXGLQJ IL[HG UDWH
YDULDEOH LQWHUHVW LV QRW LQFOXGHG DV GHVFULEHG EHORZ

7KH ORQJ WHUP GHEW REOLJDWLRQV UHODWH WR WKH IL[HG UDWH LQWHUHVW
%SLIUDQFH DQG (,% ORDQ DJUHHPHQWY DQG LQFOXGH PLOOLRQ UHODWHG V
WHUP RI WKH ORDQ DV FDOFXODWHG DV RI '"HFHPEHU 7KH EDODQFH GRE
SRWHQWLDO UR\DOWLHV DFFRXQWHG IRU DV YDULDEOH UDWH LQWHUHVW ZKL
WKH FRQVROLGDWHG IRUHFDVWHG VDOHV ZH IRUHFDVW WR JHQHUDWH GXULQJ
1RWH RI RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

7KH OHDVH OLDELOLWLHY PDLQO\ UHODWH WR RXU KHDGTXDUWHUYV ORFDWHG

3DULV IRU ZKLFK ZH VLIJQHG D OHDVH RQ -XO\ IRU D WHUP RI \HDUV DQC
OHDVHG DGGLWLRQDO VSDFH ZLWK UHWURDFWLYH HIIHFW IURP -DQXDU\
VRXWK RI 3DULV IRU ZKLFK WKH OHDVH EHJDQ RQ -XO\ IRU D WHUP F

FRPPHQFHG GXULQJ WKH \HDU HQGHG 'HFHPEHU RQH RQ 2EHUNDPSI 5RD
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)DXERXUJ 6DLQW $QWRLQH LQ 3DULV )UDQFH UHSUHVHQWLQJ D OHDVH OLDEL
DPRUWL]HG RYHU \HDUYV

‘H KDYH QR OHDVH FRPPLWPHQWYV ZLWK UHVSHFW WR RXU IRUHLJQ VXEVLGLDL
WKH 8QLWHG 6WDWHY DQG *HUPDQ\

‘H DOVR VLIQHG DQ DJUHHPHQW ZLWK 0' $QGHUVRQ IRU WKH GHYHORSPHQW D
$V SDUW RI WKH IXQGLQJ IRU WKLY FROODERUDWLRQ ZH KDYH FRPPLWW
FHUWDLQ H[SHQVHV IRU WKRVH FOLQLFDO WULDOV GXULQJ WKH FROODERUDYV
SD\PHQW $GGLWLRQDO SD\PHQWV ZLOO EH SDLG GXULQJ WKH FRXUVH RI WKH
GXULQJ WKH UHOHYDQW SHULRG LQ WKH VL[ PRQWKYV IROORZLQJ WKH SDWLH
HQUROOPHQW RI WKH ILQDO SDWLHQW IRU DOO VWXGLHV $V RI '"HFHPEHU
FROODERUDWLRQ DJUHHPHQW ZLWK 0' $QGHUVRQ IRU PLOOLRQ 3OHDVH Ul
DQG 5HVHDUFK $JUHHPHQWVxx DQG WR QRWHYV DQG RI RXU FRQVROLG
GHVFULSWLRQ RI FROQOWUDFWXDO REOLJDWLRQV DQG FRPPLWPHQWYV

,Q DGGLWLRQ SXUVXDQW WR WKH 3( 7THUPLQDWLRQ $JUHHPHQW ZH KDYH DJUH]
WR PLOOLRQ LQ WRWDO XSIURQW SD\PHQWYV XSRQ WKH FRPSOHWLRQ RI YDUL
ZLQGLQJ XS RI WKH FROODERUDWLRQ PLOOLRQ LQ IXWXUH SD\PHQWYV XSRQ
DQ\ MXULVGLFWLRQ RI WKH ZRUOG IRU DQ\ LQGLFDWLRQ DQG WR SD\ WLHUHG U
UDWHV ZLWK UHVSHFW WR VDOHV RI 1%7;5 LQ WKH $VLD 3DFLILF UHJLRQ IRU D
FRUUHVSRQGLQJ ILUVW GDWH RI VDOHV LQ WKH UHJLRQ

* 6DIH +DUERU

7KLV $QQXDO 5HSRUW FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWY ZLWKLQ WKH
6HFWLRQ ( RI WKH ([FKDQJH $FW DQG DV GHILQHG LQ WKH 3ULYDWH 6HFXULWL
1RWH 5HJDUGLQJ )RUZDUG /RRNLQJ 6WDWHPHQWYV U

,7(0  ',5(&7256 6(1,25 0$1$*(0(17 $1' (03/2<((6
$ 'LUHFWRUV DQG 6HQLRU ODQDJHPHQW

&RUSRUDWH *RYHUQDQFH

‘H KDYH D WZR WLHU FRUSRUDWH JRYHUQDQFH V\VIMHHPF AVRRRNIHVKY L'Q U RNV B R QH/[IHE
IRU PDQDJLQJ WKH &RPSDQ\ DQG&R QAXSIH & IHYV RXIWAEHRIBEKICEYOHWHV HHY WKH H[HFXWL

([HFXWLYH %RDUG DQG 6XSHUYLVRU\ %RDUG OHPEHUV
7KH IROORZLQJ WDEOH VHWYV IRUWK LQIRUPDWLRQ UHJDUGLQJ RXU FXUUHQW H]

PHPEHUV 7KH DGGUHVV IRU RXU VXSHUYLVRU\ ERDUG PHPEHUY DQG H[HFXWLYF
3bUuLV )UDQFH

1DPH $JH 3RVLWLRQ V
(IHFXWLYH %RDUG OHPEHUV
'U /DXUHQW /HY\ 3K ' &KDLUPDQ RI WKH ([HEXWLYHBWhRBUSDDQGHER WR X 6 GH

OU 3KLOLSSH ODXEHUQD &KLHI )LQDQRUOA®@RLEFOYLQDQFLDO 2IILFHU
OV $QQH -XOLHWWH +HUPD&KWHI 3HRSOH 2IILFHU

6XSHUYLVRU\ %RDUG OHPEHUV

OU /DXUHQW &RQGRPLQH &KDLUPDQ

OV $QQH ODULH *UDIILQ 9LFH &KDLUZRPDQ

'U $0DLQ +HUUHUD 0 ' OHPEHU

0OU (QQR 6SLOOQHU OHPEHU

0OU &KULVWRSKH 'RXDW 2EVHUYHU

7KH IROORZLQJ LV D EULHI VXPPDU\ RI WKH EXVLQHVYV H[SHULHQFH RI WKH PHPI

'U /DXUHQW /HYW SWKH FR IRXQGHU RI 1DQRELRWL[ DQG KDV VHUYHG DV RXU &K
VLQFH ODUFK +H ZDV ILUVW DSSRLQWHG DV &KDLUPDQ RI WKH H[HFXWLYH E
KDV H[WHQVLYH H[SHULHQFH LQ VFLHQFHY DQG WHFKQLTXHV UHODWHG WR QDQ
PRUH WKDQ \HDUV +LV UHVHDUFK DW WKH IURQWLHU Rl ELRWHFKQRORJ\ DQG
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GHYHORSPHQW RI D QXPEHU RI FRQFUHWH DSSOLFDWLRQV VXFK DV 1DQR;UD\ Z
WUHDWPHQW 3ULRU WR MRLQLQJ 1DQRELRWL[ IURP WR KH VHUYHG DV
ZRUNHG RQ WKH GHYHORSPHQW RI DSSOLFDWLRQV RI QDQRWHFKQRORJLHV ZLW
DQG 5KRGLD 6 $ DV ZHOO DV IRU HDUO\ VWDJH ELRWHFKQRORJ\ FRPSDQLHV +

ERDUG RI 9DOELRWLYV 6 $ (XURQH[W 3DULV $/9%$/ VLQFH ODUFK DV D IRXQG
7TUDQVODWLRQ $GYLVRU\ %RDUG VLQFH -XQH DQG DV YLFH FKDLUPDQ RI WKF
7THFKQRORJ\ 3B0ODWIRUP RQ 1DQRPHGLFLQH IURP '"HFHPEHU WR -XQH +H L\

LQWHUQDWLRQDO VFLHQWLILF SXEOLFDWLRQV DQG FRPPXQLFDWLRQV KDV DSS
WRSLF Rl XVLQJ QDQRSDUWLFOHV WR ILJKW FDQFHU LQFOXGLQJ DW D UHFHQW
&KHPLVWU\ VSHFLDOL]LQJ LQ QDQRPDWHULDOV IURP WKH 3LHUUH DQG ODULH .
ODULH &XULH LQ 3DULV DQG IURP WKH &($ &RPPLVVDULDW Ox%QHUJLH $WRPI
DGYDQFHG VWXGLHVY DQG GLSORPDV LQ 3K\VLFV RI FRQGHQVHG PDWWHU IURP
&KHPLVWU\ +LJKHU (GXFDWARQD ¥ X Q@ WILMNOUMLEBE SK\VLTXH HW GH FKLPLH LQGX
3DUL®39, (63&, IROORZHG E\ D SRVW GRFWRUDO IHOORZVKLS DW WKH ,QVWLW:
681< 6WDWH 8QLYHUVLW\ RI 1HZ <RUN %XIIDOR 86$

OU 3KLOLSSH OBPXEHWHIDYHG DV RXU &KLHI )LQDQFLDO 2IILFHU VLQFH 0D\

PHPEHU VLQFH $XJXVW OU ODXEHUQD KDV DOVR VHUYHG DV RZQHU DQG Gl
6HSWHPEHU 3ULRU WR WKDW KH VHUYHG DV JHQHUDO PDQDJHU RI OLWU\
VFLHQFHV DW &DSJHPLQL &RQVXOWLQJ IURP WR DQG LQ VHQLRU ILQDQF
IURP WR $Q H[SHUW LQ PDQDJHPHQW DQG GHYHORSPHQW RI ILQDQF

SKDUPDFHXWLFDO LQGXVWU\ 0U ODXEHUQD KDV EHHQ LQYROYHG LQ VHYHUDO
$IULFD DQG ,QGRQHVLD +H KDV DOVR EHHQ KHDYLO\ LQYROYHG LQ ILQDQFLD
VPDOO DQG PHGLXP VL]JH HQWHUSULVH GHYHORSPHQW $V D FRQVXOWDQW KF
VXSSRUW IRU (XURSHDQ SKDUPDFHXWLFDO FRPSDQLHV GXULQJ WKHLU GHYHC
PDVWHUxXxV GHJUHH LQ ILQDQFH PDQDJHPHQW DGPLQLVWUDWLRQ DQG HFRQR
$66$6 DQG KLV VSHFLDOL]HG PDVWHUxV LQ ILQDQFH PDUNHWLQJ DQG ODZ
H[WHQGHG E\ PDQDJHPHQW WUDLQLQJ IURP ,16($' HDFK LQ 3DULV

0V $QQH -XOLHWWBWNUPYE® DV RXU &KLHI 3HRSOH 2IILFHU VLQFH $SULO D
PHPEHU VLQFH -XO\ OV +HUPDQW EULQJV RYHU \HDUV LQ WDOHQW PDQDJ
GLIIHUHQW HQWLWLHV DW $;$ D PXOWLQDWLRQDO ILUP HQJDJHG LQ JOREDO LQ
ILQDQFLDO VHUYLFHV 6KH ZRUNHG DW $;$ 3DUWQHUV IURP 6HSWHPEHU WR ¢
'HYHORSPHQW &XOWXUH DQG &RUSRUDWH 5HVSRQVLELOLW\ %HIRUH $;$ 3DUWC
2IILFHU RI WKH $;$ *URXS DQG ZDV WKH )RXQGHU DQG +HDG RI WKH $;$ 5SHVHDUF
*URXS WR VXSSRUW IURQWLHU VFLHQFH LQ DOO ILHOGY UHODWHG WR DQ XQGH

WR OV +HUPDQW KROGV D 3K ' LQ JUHQFK OLWHUDWXUH IURP WKH (FRO
3ROLWLFV DW 6FLHQFHV 3R 3DULV

7KH IROORZLQJ LV D EULHI VXPPDU\ RI WKH EXVLQHVYVY H[SHULHQFH RI WKH PHPI

OU /DXUHQW &RROBRFNHMYHG DV &KDLUPDQ RI RXU VXSHUYLVRU\ ERDUG VLQFH
FRQVXOWDQW IRU $'/ 0U &RQGRPLQH MRLQHG ,&, 3BKDUPD )UDQFH LQ ZKF
&KLHI )LQDQFLDO 2IILFHU DQG &RPPHUFLDO 'LUHFWRU EHIRUH EHLQJ SURPRWH
KH EHFDPH 9LFH 3UHVLGHQW RI %XVLQHVVY '"HYHORSPHQW RI ,&, 3/& DW WK
KH ZzDV LQYROYHG LQ ,&,xV GH PHUJHU FUHDWLQJ =HQHFD 3/& ZKHUH KH KF
NH\ UROH LQ WKH PHUJHU ZLWK $VWUD FUHDWLQJ $VWUD=HQHFD 3/& ZKHU|

'"HYHORSPHQW XQWLO +H KDV D PDVWHUxV GHJUHH LQ (FRQRPLFV LV DC
,16($"

OV $QQH ODULHKPUDVIHQYHG DV D VXSHUYLVRU\ ERDUG PHPEHU VLQFH DV Fk
DSSRLQWPHQWY DQG FRPSHQVDWLRQ FRPPLWWHH VLQFH DQG DV 9LFH &KDL

6KH KDV RYHU \HDUV RI H[SHULHQFH LQ OLIH VFLHQFHY DQG SKDUPDFHXV
QRQ H[HFXWLYH ERDUG PHPEHU RI 9DOQHYD 6( 1DQWHV )5 O 9LHQQD $7 VLQF
6$ $XEDJQH )5 O *R«WWLQJHQ *HU VLQFH OV *UDIILQ KDV H[SHUWLVH LQ
VWUDWHJILHY DQG GULYLQJ ELRWHFKQRORJ\ FRPSDQLHVx JURZWK 6KH KDV EHH
VLQFH GHYHORSLQJ PDQ\ LQLWLDWLYHV ZLWKLQ WKH LQQRYDWLRQ DQG VW
VWDUWXSV ZLWK PDMRU (8 YHQWXUH FDSLWDO ILUPV DQG LQYHVWRUV 3UHYLR.
06' D (XURSHDQ OHDGHU LQ WKH YDFFLQH ILHOG DQG DFWHG DV D PHPEHU RI
DW 6DQRIL 3DVWHXU 06' VKH ZRUNHG IRU ILYH \HDUV DW 52& DV LQWHUQDWLRC
IURP (66(& %XVLQHVV 6FKRRO 3DULV

'U $0DLQ +HUWDUWDVEUYHG DV D VXSHUYLVRU\ ERDUG PHPEHU VLQFH ‘U +H
Rl H{SSHULHQFH LQ WKH SKDUPDFHXWLFDO LQGXVWU\ ZLWK D VWURQJ IRFXV LQ
+HUUHUD FXUUHQWO\ ZRUNV DW $ODLQ 2QFRORJLH &RQVXOWLQJ DQ RQFRORIJ\
+HUUHUD KDV VHUYHG DV +HDG RI & RUSRUDWH 'HYHORSPHQW O0DQDJLQJ 'LUHFYV
DV WKH KHDG Rl WKH 2QFRORJ\ EXVLQHVV DW 6DQRIL $YHQWLV IRU \HDUV +H
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*OREDO 2QFRORJ\ %XVLQHVYV 6WUDWHJI\ DQG '"HYHORSPHQW IURP DQG +HI
IURP :KLOH DW 6DQRIL $YHQWLYV KH FRQWULEXWHG WR WKHDDREBUOGZLGH
5DVEXULFDVH " )M WXMWWHAROO DV WKH *DVWULF DQG +HDG 1HFN LQGUERWLRQV
WR 6DQRIL $YHQWLY KH VHUYHG DV &KDLUPDQ RI &KLURQ 7KHUDSHXWLFV (XUR
2QFRORJ\ /DERUDWRULHY DQG +HDG RI WKH 2QFRORJ\ 3ODWIRUP DW 5RJHU %HC
VHUYHG DV D +HPDWRORJLVW &RQVXOWDQW DW $QWRLQH %HFOHUH +RVSLWDO

OU (QQR 6SKDQOQ@HMWYHG DV D VXSHUYLVRU\ ERDUG PHPEHU DQG FKDLUPDQ RI W
KDV \HDUV RI H[SHULHQFH LQ WKH OLIH VFLHQFH LQGXVWU\ DQG FXUUHQWO\

WKH ODQDJHPHQW %RDUG DW *HUPDQ ELRWHFK FRPSDQ\ (YRWHF 6( )URP ODUFK
&KDLUPDQ RI WKH ODQDJHPHQW %RDUG &KLHI ([HFXWLYH 2IILFHU DQG &KLHI )L
BHSWHPEHU WR ODUFK KH DFWHG DV &KLHI )LQDQFLDO 2IILFHU RI 6& $*

LQGXVWU\ FDUHHU DV +HDG RI )LQDQFH DQG 0DQDJLQJ 3DUWQHU RI WKH OXQLF
ZDV DOVR 0DQDJLQJ 'LUHFWRU RI WZR SRUWIROLR FRPSDQLHV $&7,3%& %LRV\V\
%LRPDWHULDOV *PE+ 3ULRU WR PRYLQJ LQWR WKH OLIH VFLHQFH ILHOG KH ZD
OU 6SLOOQHU HDUQHG KLV 'LSO .DXIPDQQ GHJUHH ODVWHUV LQ %XVLQHVV DV

0U &KULVWRSKHURKDWYVY D VXSHUYLVRU\ ERDUG REVHUYHU DQG LV HQWLWOHG
RI WKH VXSHUYLVRU\ ERDUG LQ D QRQ YRWLQJ FDSDFLW\ 0U 'RXDW SUHYLRXV(
IURP XQWLO DQG IURP WR ZKHQ KH ZDV WKH OHDG LQYHVWRU +H
0('&/ (XURQH[W D SKDUPDFHXWLFDO FRPSDQ\ WKDW VSHFLDOL]JHV LQ GUXJ Gt
WKH YHQWXUH FDSLWDO FRPSDQ\ ODWLJQRQ ,QYHVWLVVHPHQW *HVWLRQ IURP
UDQJH Rl FRPSDQLHV DQG FRIRXQGHG ODWLJQRQ 7HFKQRORJLHV ,, RQH RI (XU
OU 'RXDW LV DOVR DQ DOXPQXV Rl WKH %RVWRQ &RQVXOWLQJ *URXS +H JUDG>
HQJLQHHULQJ J)UHQFK U*UDQGH (FROHU DQG KROGV D PDVWHUxXV RI VFLHQFH LC

)DPLO\ 5HODWLRQVKLSV

7KHUH DUH QR IDPLO\ UHODWLRQVKLSV DPRQJ DQ\ Rl RXU H[HFXWLYH ERDUG PF
% &RPSHQVDWLRQ

&RPSHQVDWLRQ RI 6XSHUYLVRU\ %RDUG DQG ([HFXWLYH %RDUG OHPEHUYV

7KH DJJUHIJDWH FRPSHQVDWLRQ SDLG DQG EHQHILWY LQ NLQG JUDQWHG E\ XV \
VXSHUYLVRU\ ERDUG PHPEHUV LQFOXGLQJ VKDUH EDVHG FRPSHQVDWLRQ IRU"

3XUVXDQW WR WKH UVD\ RQ SD\U UHJLPH DSSOLFDEOH WR FRPSDQLHV OLVWHG
SD\PHQW RI FRPSHQVDWLRQ ZKHWKHU IL[HG YDULDEOH RU H[FHSWLRQDO DWYV
VXSHUYLVRU\ RU H[HFXWLYH ERDUG LV VXEMHFW WR DSSURYDO DW WKH QH[W R
RU HI[FHSWLRQDO FRPSHQVDWLRQ IRU WKH \HDU HQGHG 'HFHPEHU GHWDL
DQQXDO FRPELQHG VKDUHKROGHUVx PHHWLQJ WR EH KHOG RQ $SULO

([HEXWLYH %RDUG &RPSHQVDWLRQ

7KH IROORZLQJ WDEOH VHWYV IRUWK LQIRUPDWLRQ UHJDUGLQJ WKH FRPSHQVDW
VHUYLFH RQ RXU H[HFXWLYH ERDUG GXULQJ WKH \HDU HQGHG 'HFHPEHU

L[HG 0 2WKH
1DPH &RP)SIEIQVDWLOI-(QBQ%V JYUHH 6KD8WRFEK 2SW§B§%HQ§VDWE}MQ@ K

‘U /DXUHQW /HY\ 3K '
OV $QQH -XOLHWWH +HUPDQW
OU 3KLOLSSH ODXEHUQD

&RPSHQVDWLRQ HDUQHG IRU KLV FRUSRUDWH RIILFH &KDLUPDQ RI WKH H[HFXWLYH ERD
&RPSHQVDWLRQ HDUQHG XQGHU DQ HPSOR\PHQW DJUHHPHQW

5HIOHFWV FRPSHQVDWLRQ HDUQHG IRU WKH DFKLHYHPHQW RI VSHFLILHG LQGLYLGXD(
SHUIRUPDQFH FULWHULD UHSUHVHQWLQJ WKH UHPDLQLQJ WRIJHWKHU WKH #VWUDV
DQQXDOO\ ZKLFK DUH UHYLHZHG E\ WKH DSSRLQWPHQWY DQG FRPSHQVDWLRQ FRPPLWWFE

5HIOHFWV WKH YDOXDWLRQ RI IUHH VKDUHY JUDQWHG GXULQJ WKH \HDU HQGHG 'HI
5HIOHFWV WKH YDOXDWLRQ RI VWRFN RSWLRQV JUDQWHG GXULQJ WKH \HDU HQGH
S5HIOHFWV WKH YDOXDWLRQ RI VWRFN RSWLRQV JUDQWHG GXULQJ WKH \HDU HQGHG

5HIOHFWV WKH YDOXH RI SUHPLXPV SDLG IRU DQ XQHPSOR\PHQW LQVXUDQFH SROLF\ ZL
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6XSHUYLVRU\ %RDUG &RPSHQVDWLRQ

7KH PHPEHUV DQG REVHUYHUV LI DQ\ RI WKH 6XSHUYLVRU\ %RDUG DUH HQWL
JOREDO DQQXDO DPRXQW VHW E\ WKH VKDUHKROGHUVx PHHWLQJ FRPSHQVDW
HDFK RI WKH FRPPLWWHHY VHW XS E\ WKH 6XSHUYLVRU\ %RDUG O IRUPHUO\ N
JHQHUDO PHHWLQJ GDWHG $SULO VHW VXFK FRPSHQVDWLRQ WR DQ DQQ
EHLQJ VSHFLILHG WKDW WKH VKDUHKROGHUVx PHHWLQJ FRQYHQHG RQ $SULO
IRU WKH ILQDQFLDO \HDU DQG IRU HDFK VXEVHTXHQW ILQDQFLDO \HD
E\ WKH VKDUHKROGHUV RI WKH &RPSDQ\ DW DQ RUGLQDU\ VKDUHKROGHUV PHH

7KH 6XSHUYLVRU\ %RDUG GHWHUPLQHV ZLWKLQ WKH UDQJH RI OLPLWV YRWHG
DZDUGHG WR HDFK PHPEHU DQG REVHUYHU LI DQ\ EDVHG RQ WKH SULQFLSOHV

L DQ DPRXQW QRW H[FHHGLQJ PD\ EH JUDQWHG WR WKH &KDLUPDQ RI WK
LL DQ DPRXQW QRW H[FHHGLQJ PD\ EH JUDQWHG WR HDFK PHPEHU RI WK|
&KDLUPDQ EXW LQFOXGLQJ WKH REVHUYHU V LI DQ\

LLL DQ DGGLWLRQDO DPRXQW QRW H[FHHGLQJ PD\ EH JUDQWHG WR WKH
FRPSHQVDWLRQ FRPPLWWHH DQG

LY DQ DGGLWLRQDO DPRXQW QRW H[FHHGLQJ (85 PD\ EH JUDQWHG WR W

(DFK RI WKH PHPEHUY DQG REVHUYHUV LI DQ\ RI WKH 6XSHUYLVRU\ %RDUG P X}
6XSHUYLVRU\ %¥RDUG DQG FRPPLWWHHV RI WKH 6XSHUYLVRU\ %RDUG DV DSSOL

,Q DGGLWLRQ PHPEHUV DQG REVHUYHUV LI DQ\ RI WKH 6XSHUYLVRU\ %RDUG F
DVVLIQPHQWY WKDW PD\ EH GHOHJDWHG WR WKHP E\ WKH 6XSHUYLVRU\ %RDUG
DJUHHPHQWY SXW WR WKH YRWH DW WKH VKDUHKROGHUVx PHHWLQJ 7KH DPRX
6XSHUYLVRU\ %¥RDUG EDVHG RQ WKH QDWXUH RI WKH VSHFLILF DVVLIQPHQW HQ
DV DSSOLFDEOH

) XUWKHUPRUH WUDYHO H[SHQVHV DUH UHLPEXUVHG IRU HDFK SK\VLFDO DWWHC(

/IDVWO\ WKH PHPEHUV RI WKH VXSHUYLVRU\ ERDUG PD\ EH RITHUHG WKH RSWLR
VKDUH VXEVFULSWLRQ ZDUUDQWY WKH LVVXH SULFH RI ZKLFK ZLOO EH GHWHU!
WKH EDVLV RI WKHLU FKDUDFWHULVWLFV LI QHFHVVDU\ ZLWK WKH DVVLVWDQF|

7KH IROORZLQJ WDEOH VHWV IRUWK LQIRUPDWLRQ UHJDUGLQJ WKH FRPSHQVDW
DQG RXU VXSHUYLVRU\ ERDUG REVHUYHU IRU VHUYLFH RQ RXU VXSHUYLVRU\ ER

1DPH JHHV HDUQHG KTXLW\ ,QFHQWLYHWRWDO K
OU /DXUHQW &RQGRPLQH

OV $QQH ODULH *UDIILQ

‘U $0ODLQ +HUUHUD O '

0OU (QQR 6SLOOQHU

0OU &KULVWRSKH 'RXDW

5HIOHFWV WKH YDOXDWLRQ RI ZDUUDQWYV %6$ JUDQWHG GXULQJ WKH \HDU HQG
&RQGRPLQH SDLG WKH &RPSDQ\ D WRWDO DPRXQW RI K IRU WKHVH %6$

5HIOHFWV WKH YDOXDWLRQ RI ZDUUDQWYV %6$%$ JUDQWHG GXULQJ WKH \HDU HQGH
*UDIILQ SDLG WKH &RPSDQ\ D WRWDO DPRXQW RI K IRU WKHVH %6%

S5HIOHFWV WKH YDOXDWLRQ RI ZDUUDQWYV %6$ JUDQWHG GXULQJ WKH \HDU HQGH(
SDLG WKH &RPSDQ\ D WRWDO DPRXQW RI K IRU WKHVH %6$

5HIOHFWV WKH YDOXDWLRQ RI ZDUUDQWYV %6$ JUDQWHG GXULQJ WKH \HDU HQGH(
SDLG WKH &RPSDQ\ D WRWDO DPRXQW RI K IRU WKHVH %6%

5HIOHFWV WKH YDOXDWLRQ RI ZDUUDQWYV %6$% JUDQWHG GXULQJ WKH \HDU HQGH
'RXDW SDLG WKH &RPSDQ\ D WRWDO DPRXQW RI K IRU WKHVH %6%

8QHPSOR\PHQW ,QVXUDQFH

‘H SXUFKDVHG RIILFHU XQHP SIDVRARH R @F HQI/HKKW\WI B F3HZ H P S O R LI B R )G &IKIHDUPW Q O

RI WKH ([HFXWLYH %RDUG 'U /DXUHQW /HY\ IRU HDFK RI WKH DQG ||
DQG UHVSHFWLYHO\

6HYHUDQFH 3D\
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2Q 0D\ DQG -XO\ RXU VXSHUYLVRU\ ERDUG DSSURYHG WHUPV IRU VF
&KDLUPDQ RI WKH ([HFXWLYH %RDUG 'U /DXUHQW /HY\ 7KH WHUPV SURYLGH W
HLWKHU RI WKH IROORZLQJ FLUFXPVWDQFHYV

a GLVPLVVDO RU QRQ UHQHZDO RI H[HFXWLYH ERDUG PHPEHUVKLS IRU DQ\ L
ZLOOIXO PLVFRQGXFW UIDXWH ORXUGHU DV GHILQHG XQGHU JUHQFK FDVF

a4 UHVLJQDWLRQ ZLWKLQ VL[ PRQWKYV IROORZLQJ D FKDQJH Rl FRQWURO ZL\
JUHQFK &RPPHUFLDO &RGH GXH WR D VLJQLILFDQW UHGXFWLRQ LQ GXWLE
LQFOXGLQJ IL[HG FRPSHQVDWLRQ EHQHILWY LQ NLQG YDULDEOH FRPSHC
ZRUNSODFH WR DQRWKHU FRXQWU\ LQ HDFK FDVH ZLWKRXW FRQVHQW

,Q VXFK FLUFXPVWDQFH DV DSSOLFDEOH 'U /HY\ LV HQWLWOHG WR VHYHUDQF
JURVV FRPSHQVDWLRQ IL[HG DQG YDULDEOH KH UHFHLYHG GXULQJ WKH \HDU ¢

7KH SD\PHQW RI VHYHUDQFH LV VXEMHFW WR FDOFXODWLRQ RI WKH UDYHUDJH
SHUIRUPDQFH REMHFWLYHYVY DQG LV XVHG WR FDOFXODWH WKH YDULDEOH FRPSI
\HDUV SUHFHGLQJ GHSDUWXUH ,I| WKH DYHUDJH DFKLHYHPHQW UDWH LV OHVV \
DYHUDJH DFKLHYHPHQW UDWH IDOOV EHWZHHQ DQG VHYHUDQFH LV SD\D
LQFOXGH OHJDO LQGHPQLWLHYV EXW H[FOXGH FRPSHQVDWLRQ GXH XQGHU DQ\ ¢
OLPLWDWLRQV

+RZHYHU WKH VHYHUDQFH WR EH SDLG WRJHWKHU ZLWK FRPSHQVDWLRQ XQGH
VHSDUDWHO\ GXH PD\ QRW H[FHHG WZLFH WKH DQQXDO JURVV FRPSHQVDWLRQ
UHVLJQDWLRQ GLVPLVVDO RU QRQ UHQHZDO RI HIHFXWLYH ERDUG PHPEHUVKLE

1R VHYHUDQFH SD\PHQW ZLOO EH SD\DEOH LI IROORZLQJ UHVLJQDWLRQ GLVPL
PHPEHUVKLS 'U /HY\ EHFRPHVY DQ HPSOR\HH DQG KLV GXWLHV UHVSRQVLELOL)\
UHGXFHG QRU KDV KH EHHQ UHTXLUHG WR WUDQVIHU KLV ZRUNSODFH WR DQRW

(PSOR\PHQW $JUHHPHQW ZLWK 3KLOLSSH ODXEHUQD

2Q 0D\ ZH HQWHUHG LQWR D SHUPDQHQ®® WP B OR\ BXQ W HDAIQBH REKQW L Q © H
&KLHI )LQDQFLDO 2IILFHU DQG PHPEHU RI RXU H[HFXWLYH ERDUG 0OU 3KLOLSSF
UHYLVHG E\ DQ DPHQGPHQW DXWKRUL]JHG E\ WKH VXSHUYLVRU\ ERDUG RQ $SUL
8QGHU WKH HPSOR\PHQW DJUHHPHQW OU ODXEHUQD ZDV HQWLWOHG WR DQ DQ
YDULDEOH FRPSHQVDWLRQ LQ DQ DPRXQW XS WR RI WKH DQQXDO EDVH VDOTC
VSHFLILHG SHUIRUPDQFH REMHFWLYHV ,Q OU ODXEHUQD ZDV HQWLWOHG W
YDULDEOH FRPSHQVDWLRQ LQ DQ DPRXQW XS WR RI WKH DQQXDO EDVH VDOTC
VSHFLILHG SHUIRUPDQFH REMHFWLYHV ,Q OU ODXEHUQD ZDV HQWLWOHG W
YDULDEOH FRPSHQVDWLRQ LQ DQ DPRXQW XS WR RI WKH DQQXDO EDVH VDOTC
VSHFLILHG SHUIRUPDQFH REMHFWLYHV 7KH DJUHHPHQW SURYLGHV IRU D  PRC
WHUPLQDWLRQ RI HPSOR\PHQW 0U ODXEHUQD LV HQWLWOHG WR PRQWKO\ FRP
WKLUGV RI KLV JURVV PRQWKO\ FRPSHQVDWLRQ IRU KLV ODVW PRQWK RI VHUYL
SURYLGHV IRU DQ H[FOXVLYLW\ XQGHUWDNLQJ GXULQJ WKH WHUP RI WKH DJUH!I
WHUP RI WKH DJUHHPHQW DQG \HDUV WKHUHDIWHU 7KLV HPSOR\PHQW DJUHH
ODXEHUQD DQG XV XQGHU WKH FRQGLWLRQV SURYLGHG IRU E\ UHJXODWLRQ DQ
WKH HPSOR\HH DQG VXEMHFW WR D WKUHH PRQWK SULRU QRWLFH

(PSOR\PHQW $JUHHPHQW ZLWK $QQH -XOLHWWH +HUPDQW

2Q $SULO ZH HQWHUHG LQWR D SHUPFROQW DMP S ORX B & B WIDEE W K B RS H
3HRSOH 2I1ILFHU DQG PHPEHU RI RXU H[HFXWLYH ERDUG OV $QQH -XOLHWWH +F
DQQXDO EDVH VDODU\ RI LQ DQG LQ UHVSHFWLYHO\ DQG YL

DPRXQW XS WR RI WKH DQQXDO EDVH VDODU\ GHSHQGLQJ RQ WKH DFKLHYHP
7KH DJUHHPHQW SURYLGHV IRUD PRQWK QRQ FRPSHWH SHULRG IROORZLQJ W
LV HQWLWOHG WR PRQWKO\ FRPSHQVDWLRQ GXULQJ WKH QRQ FRPSHWH SHULRC
IRU KHU ODVW PRQWK RI VHUYLFH ZLWK WKH &RPSDQ\ )XUWKHU WKH DJUHHPH
WKH WHUP RI WKH DJUHHPHQW DQG D FRQILGHQWLDOLW\ XQGHUWDNLQJ IRU W|
7KLV HPSOR\PHQW DJUHHPHQW PD\ EH WHUPLQDWHG E\ ERWK 0V +HUPDQW DQG
UHJXODWLRQ DQG WKH FROOHFWLYH ODERU DJUHHPHQW DSSOLFDEOH WR WKH |
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/LPLWDWLRQV RQ /LDELOLW\ DQG ,QGHPQLILFDWLRQ ODWWHUV

8QGHU JUHQFK ODZ SURYLVLRQV RI %\ ODZV WKDW OLPLW WKH OLDELOLW\ RI G
JUHQFK ODZ/RPIORE®YV DOZRARRAWUDFW IRU DQG PDLQWDLQ OLDELOLW\ LQVXUDQ
E\ DQ\ Rl WKHLU GLUHFWRUV DQG RIILFHUV LQYROYHG LQ D WKLUG SDUW\ DFWL
WKHLU FDSDFLWLHV DV GLUHFWRUV RU RIILFHUV Rl WKH FRPSDQ\ &ULPLQDO OL
ZKHWKHU GLUHFWO\ E\ WKH FRPSDQ\ RU WKURXJK OLDELOLW\ LQVXUDQFH 6XFK
PHPEHUYV

‘H H[SHFW WR PDLQWDLQ FXVWRPDU\ OLDELOLW\ LQVXUDQFH FRYHUDJH IRU RXL
ERDUG PHPEHUV LQFOXGLQJ LQVXUDQFH DJDLQVW OLDELOLW\ XQGHU WKH 6HF;
FRYHUDJH LV QHFHVVDU\ WR DWWUDFW TXDOLILHG VXSHUYLVRU\ ERDUG PHPEH!

(TXLW\ ,QFHQWLYHV

‘H EHOLHYH WKDW RXU DELOLW\ WR JUDQW LQFHQWLYH DZDUGV LV D YDOXDEOF
DWWUDFW DQG UHWDLQ WKH EHVW DYDLODEOH SHUVRQQHO IRU SRVLWLRQV RI
WR HPSOR\HHV DQG SURPRWH WKH VXFFHVV RI RXU EXVLQHVV 'XH WR )UHQFK F
KDYH KLVWRULFDOO\ JUDQWHG DQG PD\ FRQWLQXH WR JUDQW LQ WKH IXWXUH
VXSHUYLVRU\ ERDUG PHPEHUV H[HFXWLYH ERDUG PHPEHUV H[HFXWLYH RIILFH

a4 IRXQGHUVx ERQWD®WVRXVFULSWLRQ GH SDUWRWY Go F8(© DIIDXQW & @ HRIQMDU HAB
HPSOR\HHV DQG PHPEHUV RI RXU H[HFXWLYH ERDUG :H FDQ QR ORQJHU L
a4 ZDUUDERMW GH VRXVFULSRW RGBS ZDFIMQWEHE RQO\ WR QRQ HPSOR\HH VXSH
PHPEHUV DQG VHUYLFH SURYLGHUV QRW HOLJLEOH IRU HLWKHU IRXQGHUV
UHVWULFWHGDFWR RIQ X QRWWXHMW MKDUHV RU $*$ JHQHUDOO\ JUDQWHG WR
FRUSRUDWH RIILFHUV LQFOXGLQJ PHPEHUV RI WKH H[HFXWLYH ERDUG DG
RXU VXEVLGLDULHV DQG
a VWRFN RBWWRRAQV GH VRXVFULSWLRQRHMW2 RX GIFHIAKILIN G\PDFMQWBE WR Wk
RI RXU VXEVLGLDULHYV

Q-

2XU H[HEXWLYH ERDUGxV DXWKRULW\ WR JUDQW WKHVH HTXLW\ LQFHQWLYH LQ:
EH JUDQWHG XQGHU WKHVH LQVWUXPHQWY PXVW EH DSSURYHG E\ D WZR WKLUC
SUHVHQW UHSUHVHQWHG RU YRWLQJ E\ DXWKRUL]JHG PHDQV DW WKH UHOHYDG
DSSURYHG E\ RXU VKDUHKROGHUV RXU H[HFXWLYH ERDUG FDQ ZLWK WKH SULF
ZDUUDQWYV %6%$ IRU XS WR PRQWKV DQG IUHH VKDUHV WKH JUHQFK HTXLYD¢
RSWLRQV IRU XS WR PRQWKV LQ HDFK FDVH IURP WKH GDWH Rl WKH DSSOLFL
H[HFXWLYH ERDUG WR JUDQW HTXLW\ LQFHQWLYHV PD\ EH H{WHQGHG RU LQFUH
PHHWLQJV $V D UHVXOW ZH W\SLFDOO\ UHTXHVW WKDW RXU VKDUHKROGHUV D
DW HYHU\ DQQXDO VK D UHRZRH/GHRWWZL. WKNWDQ@GLQJ DQ\ VKDUHKROGHU DXWKRUL]
ODZ ZH DUH QR ORQJHU HOLJLEOH WR LVVXH IRXQGHUVx ZDUUDQWV %63&(

$V RI '"THFHPEHU IRXQGHUVXx ZDUUDQWYV ZDUUDQWYV HPSOR\HH VWRFN RS
DOORZLQJ IRU WKH LVVXDQFH RU SXUFKDVH RI DQ DJJUHJDWH RI RUGLQIL
LOQVWUXPHQWVx YHVWLQJ FRQGLWLRQV DUH PHW DW D Z$SHUKRWUHE @QPFUHUDKB UHH

JRXQGHUVEZ :DUUDQWYV %63&(

+LVWRULFDOO\ ZH KDYH LVVXHG IRXQGHUVx ZDUUDQWYV WR FHUWDLQ RI RXU HF
VKDUHKROGHU DXWKRUL]DWLRQ XQGHU DSSOLFDEOH ODZ ZH FDQ QR ORQJHU 1
PHHWLQJ WKH FULWHULD WR GR VR )RXQGHUVx ZDUUDQWYV ZHUH JUDQWHG RQC
UHVLGHQWY DV WKH\ SURYLGHG IDYRUDEOH WD[ DQG VRFLDO VHFXULW\ WUHDYV
FRXOG KDYH DOVR EHHQ JUDQWHG WR RXU FRUSRUDWH RIILFHUV KDYLQJ DQ HP
ZDUUDQWY ZHUH JUDQWHG 6LPLODU WR VWRFN RSWLRQV IRXQGHUVx ZDUUDQYV
XQGHUO\LQJ YHVWHG VKDUHVY DW DQ H[HUFLVH SULFH SHU VKDUH GHWHUPLQHG
IDLU PDUNHW YDOXH RI DQ RUGLQDU\ VKDUH RQ WKH GDWH RI JUDQW

$GPLQLVWUDWLRQ

2XU VKDUHKROGHUVY RU SXUVXDQW WR GHOHJDWLRQV JUDQWHG E\ RXU VKDUHEK
DSSURYDO RI WKH VXSHUYLVRU\ ERDUG WKH UHFLSLHQWY RI WKH IRXQGHUVx Z
SULFH RI WKH IRXQGHUVx ZDUUDQWY WR EH JUDQWHG WKH QXPEHU RI VKDUHYV
DQG FHUWDLQ RWKHU WHUPV DQG FRQGLWLRQV RI WKH IRXQGHUVx ZDUUDQWYV

YHVWLQJ VFKHGXOH $V VWDWHG DERYH ZH DUH QR ORQJHU HOLJLEOH WR LVV)
OHJDO OLPLWDWLRQ WR WKH VL]H RI WKH IRXQGHUVx ZDUUDQW SRRO )RXQGHU
VROG SOHGJHG DVVLIQHG K\SRWKHFDWHG WUDQVIHUUHG RU GLVSRVHG RI LC
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GHVFHQW RU GLVWULEXWLRQ DQG PD\ EH H[HUFLVHG GXULQJ WKH OLIHWLPH R
HPSOR\HH ZDUUDQW KROGHU

7THUP

7KH WHUP RI HDFK IRXQGHUVx ZDUUDQW LV \HDUV IURP WKH GDWH RI JUDQW
QRW H[HUFLVHG E\ WKLY GDWH ZLOO EH DXWRPDWLFDOO\ ODSVH ,Q DGGLWLRC
DQG WKH VXSHUYLVRU\ ERDUG IRXQGHUVx ZDUUDQWY PD\ EH H[HUFLVHG E\ WK
GHDWK RU GLVDELOLW\ RI WKH KROGHU RU LL WKH WHUPLQDWLRQ RI WKH KRO
JURXS IDLOLQJ ZKLFK WKH IRXQGHUxV ZDUUDQW ZLOO ODSVH

%\ zD\ RI HIFHSWLRQ WKH H[HFXWLYH ERDUG GHFLGHG WR OLIW IRU WKUHH RI
IRUPHU PHPEHU RI WKH H[HFXWLYH ERDUG WKH FRQWLQXHG VHUYLFH FRQGLWL
FRQGLWLRQV WR ZKLFK WKH H[HUFLVH RI FHUWDLQ IRXQGHUVx ZDUUDQWYV ZDV
HPSOR\PHQW DJUHHPHQW RU FRUSRUDWH RIILFH

&KDQJH LQ &RQWURO

7KH WHUPV RI WKH IRXQGHUVx ZDUUDQWY XVXDOO\ SURYLGH WKDW XQOHVV RV
ERDUGY LQ WKH HYHQW RI D PHUJHU LQWR DQRWKHU FRUSRUDWLRQ RU RI WKH
RU LQ FRQFHUW RI RXU &RPSDQ\ WR RQH RU VHYHUDO WKLUG SDUWLHV RI D QX
U/LTXLGLW\ (YHQWU WKH ULJKW RI KROGHUV WR H[HUFLVH RXWVWDQGLQJ IRX¢
VXFK VKDUHV PD\ EH H[HUFLVHG ZLWK HIIHFW LPPHGLDWHO\ SULRU WR WKH FRF
IRXQGHUVx ZDUUDQW QRW H[HUFLVHG IRU DQ\ UHDVRQ RQ RU SULRU WR WKH G|
ZLOO DXWRPDWLFDOO\ ODSVH

$V RI '"THFHPEHU WKH IROORZLQJ WASHV RI IRXQGHUVx ZDUUDQWYV WKDW Z
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%63&( %63&(

%638&( %63&( %63&( %63&( %63&( %63&( %638 (
ubQw 3HUIRUP DZFGL QD U\
DWH RI W
VKDURKROBhyy -XQH -XQH  -XQH -XQH -XQH 4oy -XQH  -XQH

PHHWLQJ
*UDQW GD\IK}E'HPEI-HSU(JXVW6HSWHPEH-HEJUXDUXQH JHEUXDUHEUXDUYDQXDUYDQXDU\

7RWDO QXPEHU
RI %63&(
DXWKRUL]HG

7RWDO QXPEHU
RI %63&(
JUDQWHG

6WDUWLQ
WKH H[HU

‘é—L(F—{/HHWE'—&JXVW6HSWHPE}H1EJUXDUXQH JHEUXDWYHNEUXDUYDQXDUYDQXDU\

WKH %63&(

%63&( H[SIHARHPEHIXJIJXVW6HSWHPEHEUXDUXQH JHEUXDUHEUXDUYDQXDUYDQXDU\
GDWH

g[ﬁb’ﬁ,/c';g/?,”&(su'-ﬁ"' K K K K K K K K

XPE
KDU
?(EV

o<k

HU

HV
FUL

"HFHP

R
EHG DV
EHU

7RWDO QXPEHU
RI %63&(V
ODSVHG RU
FDQFHOOHG DV RI
"HFHPEHU

—X
ss

O OXPEHU
W%VGLQJDV
gy

"HFHP

7TRWDO QXPEHU

RlI VKDUHYV
DYDLODEOH IRU
VXEVFULSWLRQ DV
Rl '"HFHPEHU

OD[PLPXP WRWDO

SX EHU RI

KDUHV WKDW FDQ

EH LVVXHG

$00 VXFK %63&( FDQ EH H[HUFLVHG

7TKH %63&( BHUIRUPDQFH PD\ EH H[HUFLVHG DV IURP WKHLU GDWH RI JUDQW VXEMHF
XS WR RI WKH %63&( PD\ EH H[HUFLVHG LI WKH QXPEHU RI SDWLHQWV XQGHU WU

DGGLWLRQDO RI WKH %63&( PD\ EH H[HUFLVHG LI WKH QXPEHU RI SDWLHQWV XQC
DGGLWLRQDO RI WKH %63&( PD\ EH H[HUFLVHG LI WKH QXPEHU RI SDWLHQWV XQC

WKH EDODQFH L H RI WKH %63&( PD\ EH H[HUFLVHG LI WKH QXPEHU RI SDWL
'"HFHPEHU RI WKH %63&( BHUIRUPDQFH FDQ EH H[HUFLVHG LW EHLQJ
ERDUG GHFLGHG WR OLIW WKH SHUIRUPDQFH FRQGLWLRQV WR ZKLFK WKH H[HUFLVI
ZDV VXEMHFW $FFRUGLQJO\ DOO RI OU %HUQG OXHKOHQZHJ!V %63&( 3HUIRUPD

6HH DOVR # )RXQGHUV! :DUUDQWYV %63&( 7HUP$ DQG # )RXQGHUV! :DUUDQWV %63

:DUUDQWV %6%$

:DUUDQWY DUH W\SLFDOO\ JUDQWHG E\ RXU H[HFXWLYH ERDUG WR WKLUG SDUW
VXSHUYLVRU\ ERDUG QRW HOLJLEOH IRU HLWKHU IRXQGHUVx ZDUUDQWYV RU VW]
D KROGHU WR H[HUFLVH WKH ZDUUDQWYV IRU WKH XQGHUO\LQJ YHVWHG VKDUHYV
HIHFXWLYH ERDUG WKDW LV PHDQW WR UHIOHFW WKH IDLU PDUNHW YDOXH RI D

VXFK
WKH

H[HUFLVH SULFH ZDUUDQWY DUH VXEVFULEHG IRU DW D SULFH GHWHUPLC
IDLU PDUNHW YDOXH RI WKH DSSOLFDEOH ZDUUDQWYV RQ WKH JUDQW GDWE
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$GPLQLVWUDWLRQ

2XU VKDUHKROGHUVY RU SXUVXDQW WR GHOHJDWLRQV JUDQWHG E\ RXU VKDUHEK
DSSURYDO RI WKH VXSHUYLVRU\ ERDUG GHWHUPLQH WKH UHFLSLHQWYV RI WKH
H[HUFLVH SULFH RI WKH ZDUUDQWYV WR EH JUDQWHG WKH QXPEHU RI VKDUHV L
FHUWDLQ RWKHU WHUPV DQG FRQGLWLRQV RI WKH ZDUUDQWY LQFOXGLQJ WKH
VFKHGXOH

7KHUH LV QR OHJDO OLPLWDWLRQ WR WKH VL]H RI WKH ZDUUDQW SRRO
THUP

7KH WHUP RI ZDUUDQWY JUDQWHG EHIRUH -XQH DQG WEBR\WZH O ODIMWWW & H W65 - X O
RQZDUGYV LV \HDUV IURP WKH GDWH RI JUDQW E\ WKH ([HFXWLYH %RDUG

7KH WHUP RI ZDUUDQWY JUDQWHG IURP -XQH WR ODUFK H[FHSW DV
LV ILYH \HDUV IURP WKH GDWH RI JUDQW

,Q DGGLWLRQ XQOHVV RWKHUZLVH GHFLGHG E\ RXU VXSHUYLVRU\ DQG H[HFXWI
ZKLFK ODSVHG RQ )HEUXDU\ DQG WKH RQHVY JUDQWHG RQ -DQXDU\
PRQWKYV IURP L WKH GHDWK RU GLVDELOLW\ RI WKH KROGHU RU L WKH WHUP|
DQ\ RI RXU DIILOLDWHY GXULQJ VXFK \HDU SHULRG IDLOLQJ ZKLFK WKH %6%$V

&KDQJH LQ &RQWURO

7KH WHUPV RI WKH ZDUUDQWY JUDQWHG RQ )HEUXDU\ JHEUXDU\ ZK
WKRVH JUDQWHG IURP -DQXDU\ RQZDUGV SURYLGH WKDW XQOHVV RWKHU
HIHFXWLYH ERDUGY LQ WKH HYHQW RI D /LTXLGLW\ (YHQW WKH ULJKW RI DQ\ K
DFFHOHUDWHG VR WKDW DOO VXFK ZzDUUDQWYV PD\ EH HIHUFLVHG ZLWK HIIHFW |
/ILTXLGLW\ (YHQW VXEMHFW LI DSSOLFDEOH WR FRQWLQXHG VHUYLFH E\ WKH
UHDVRQ RQ RU SULRU WR WKH GDWH RI FRPSOHWLRQ RI WKH UHOHYDQW /LTXLG

7KH WHUPV RI WKH ZDUUDQWY JUDQWHG RQ -XQH SURYLGH WKHLU KROGH
ZDUUDQWY LQ WKH HYHQW RI D FKDQJH RI FRQWURO L H WKURXJK D PHUJHU
VKDUH FDSLWDO RU OLTXLGDWLRQ

$V Rl '"HFHPEHU WKH IROORZLQJ W\SHV RI ZDUUDQWYV WKDW ZH KDYH LVYV



[ZDEQH RI dRQWHQWYV

%6$ %6$  %6% %6  %es 6% geg %6% %68 %6s 063 WES g eq  gpg
.
UDQW D ,ucLQARUIRUPDQFH
Duyl 181 WL 0D\ -XQH -XQH -XQH -XQH -XQH -XQH -XQH -XQH 0D\ 0D\  $SULO

VKDUHKROGHUV
PHHWLQJ

-XQH

*UDQW GDW?—{D\ $SULOBHSWHPEHEUXDUXQH )JHEUXDUNMEUXDURYHPEHDQXDIDUFKODUFK -XO\ ODUFKODUFK

7TRWDO QXPEHU
RI %6$
DXWKRULJHG

7TRWDO QXPEHU
RI %6% JUDQWHG

6WDUWLQJ
WKH H[HUFE%WJULOGHSWHPE—IEUXDUXQH JHEUXDU)HEUXDURYHPEHDQXDIDUFKODUFK -XO\ ODUFKODUFK

WKH %6%$

%6$% H[SLU\ OD\ $SULO6HSWHPEHHEUXDUXQH )HEUXDUNMEUXDURYHPEHDQXDIDUFKODUFK -XO\ ODUFKODUFK
GDWH

([HUFLVH SULFH
SHU %6$

1XPEHU RI
VKDUHV
VXEVFULEHG DV
RI '"HFHPEHU

K K K K K K K K K K K K K

7TRWDO QXPEHU
RI IRUIHLWHG RU
FDQFHOOHG %6%$V
DV RI "HFHPEHU

7TRWDO QXPEHU
RI %6$V
RXWVWDQGLQJ DV
Rl '"HFHPEHU

7TRWDO QXPEHU

RI VKDUHV
DYDLODEOH IRU
VXEVFULSWLRQ DV
RI '"HFHPEHU

OD[LPXP WRWDO
QXPEHU RI
VKDUHV WKDW FDQ
EH LVVXHG

(DFK %6% JLYHV WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HG SULFH RI
LV H[HUFLVHG WKH UHOHYDQW EHQHILFLDU\ ZKHQ D VXSHUYLVRU\ ERDUG PHPEHU KDV
GXULQJ WKH SHULRG SUHFHGLQJ WKH H[HUFLVH RI WKH ZDUUDQWY RU DV WKH FDVH PD\

(DFK %6$%$ JLYHV WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HG SULFH RI K
LV H[HUFLVHG WKH UHOHYDQW EHQHILFLDU\ ZKHQ D VXSHUYLVRU\ ERDUG PHPEHU KDV
GXULQJ WKH SHULRG SUHFHGLQJ WKH H[HUFLVH RI WKH ZDUUDQWY RU DV WKH FDVH PD\

(DFK %6% JLYHV WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HG SULFH RI |
%6%$ LV HIHUFLVHG L WKH UHOHYDQW EHQHILFLDU\ ZKHQ D VXSHUYLVRU\ ERDUG PHPEFH
KHOG GXULQJ WKH SHULRG SUHFHGLQJ WKH H[HUFLVH RI WKH ZDUUDQWYVY RU DV WKH FD
DQG LL WKH PDUNHW YDOXH RI D VKDUH VKDOO EH DW OHDVW HTXDO WR K

(DFK %6%$ JLYHV WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HG SULFH RI
%6%$ LV HI[HUFLVHG L WKH UHOHYDQW EHQHILFLDU\ ZKHQ D VXSHUYLVRU\ ERDUG PHPEFH
KHOG GXULQJ WKH SHULRG SUHFHGLQJ WKH H[HUFLVH RI WKH ZDUUDQWYV RU DV WKH FD
DQG LL WKH PDUNHW YDOXH RI D VKDUH VKDOO EH DW OHDVW HTXDO WR K

(DFK %6% D JLYHV WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HG SULF}
WKH %6%$ LV H[HUFLVHG WKH PDUNHW YDOXH RI D VKDUH VKDOO EH DW OHDVW HTXDO WR

(DFK %6$% 2UGLQDU\ JDYH WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HGC
WKH GD\ WKH %6%$ LV H[HUFLVHG L WKH UHOHYDQW EHQHILFLDU\ ZKHQ D VXSHUYLVRU\
PHHWLQJY KHOG GXULQJ WKH SHULRG SUHFHGLQJ WKH H[HUFLVH RI WKH ZDUUDQWYV RU I
JURXS DQG LL WKH PDUNHW YDOXH RI D VKDUH VKDOO EH DW OHDVW HTXDO WR K $0C

(DFK %6% 3HUIRUPDQFH JDYH WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH |
DFKLHYHPHQW RI WKH IROORZLQJ WDUJHWYV
(XS WR RI WKH %6% PD\ EH H[HUFLVHG LI WKH QXPEHU RI SDWLHQWY XQGHU WUHDW

(DGGLWLRQDO RI WKH %6% PD\ EH H[HUFLVHG LI WKH QXPEHU RI SDWLHQWYV XQGHU
(DGGLWLRQDO RI WKH %6% PD\ EH H[HUFLVHG LI WKH QXPEHU RI SDWLHQWYV XQGHU

(DGGLWLRQDO RI WKH %6$ PD\ EH H[HUFLVHG LI WKH QXPEHU Rl SDWLHQWV XQGH
RI WKH %6$ 3HUIRUPDQFH L H FRXOG EH H[HUFLVHG +RZHYHU L
YHEUXDU\
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(DFK %6$% JLYHV WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HG SULFH RI
%6%$ LV HI[HUFLVHG WKH PDUNHW YDOXH RI D VKDUH VKDOO EH DW OHDVW HTXDO WR K
(DFK %6$% JLYHV WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HG SULFH RI

%6%$ LV HIHUFLVHG L WKH UHOHYDQW EHQHILFLDU\ ZKHQ D VXSHUYLVRU\ ERDUG PHPEF
KHOG GXULQJ WKH SHULRG SUHFHGLQJ WKH H[HUFLVH RI WKH ZDUUDQWY RU DV WKH FD
DQG LL WKH PDUNHW YDOXH RI D VKDUH VKDOO EH DW OHDVW HTXDO WR K

(DFK %6$% JLYHV WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HG SULFH RI
%6%$ LV HIHUFLVHG L WKH UHOHYDQW EHQHILFLDU\ ZKHQ D VXSHUYLVRU\ ERDUG PHPEF
KHOG GXULQJ WKH SHULRG SUHFHGLQJ WKH H[HUFLVH RI WKH ZDUUDQWY RU DV WKH FD
DQG LL WKH PDUNHW YDOXH RI D VKDUH VKDOO EH DW OHDVW HTXDO WR K

(DFK %6$% JLYHV WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HG SULFH |
WKH %6%$ LV H[HUFLVHG WKH PDUNHW YDOXH RI D VKDUH VKDOO EH DW OHDVW HTXDO WR

(DFK %6% JLYHV WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HG SULFH F
WKH %6%$ LV H[HUFLVHG WKH PDUNHW YDOXH RI D VKDUH VKDOO EH DW OHDVW HTXDO WR

(DFK %6$% JLYHV WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HG SULFH |
WKH %6%$ LV H{HUFLVHG

"WKH UHOHYDQW EHQHILFLDU\ ZKHQ D VXSHUYLVRU\ ERDUG PHPEHU KDV DWWHQGHG D!
SHULRG SUHFHGLQJ WKH H[HUFLVH RI WKH ZDUUDQWY RU DV WKH FDVH PD\ EH WKH GDW
YDOXH RI D VKDUH VKDOO EH DW OHDVW HTXDO WR K

(DFK %6% JLYHV WKH ULJKW WR VXEVFULEH WR RQH VKDUH DW WKH IL[HG SULFH RI
%6%$ LV HIHUFLVHG L WKH UHOHYDQW EHQHILFLDU\ ZKHQ D VXSHUYLVRU\ ERDUG PHPEF
KHOG GXULQJ WKH SHULRG SUHFHGLQJ WKH H[HUFLVH RI WKH ZDUUDQWY RU DV WKH FD
DQG LL WKH PDUNHW YDOXH RI D VKDUH VKDOO EH DW OHDVW HTXDO WR K

6HH DOVR # :DUUDQWYV %6$ 7HUPS$ DQG # :DUUDQWV %6%$ &KDQJH LQ &RQWURO $
6WRFN 2SWLRQV 26%

'H KDYH JUDQWHG VWRFN RSWLRQV WR RXU HPSOR\HHV DQG WKH HPSOR\HHV R
SODQV :H FXUUHQWO\ KDYH RQH SODQ WKH BWRFN 2SWLRQ 30DQ U 301
ERDUG RQ )HEUXDU\ DQG ZLOO EH VXEPLWWHG IRU DSSURYDO E\ RXU V
VKDUHKROGHUVXx PHHWLQJ WR EH KHOG RQ $SULO 2XU H[HFXWLYH ERDUC
2SWLRQ 30DQ WKH //< 30DQ WKH BWRFN 2SWLRQ 30DQ WKH 6WRFN
30DQ FROOHFWLYHO\ WKH U)RUPHU 30DQVU DQG WRJIJHWKHU ZLWK WKH 30C

6WRFN RSWLRQV PD\ EH JUDQWHG WR DQ\ LQGLYLGXDO HPSOR\HG E\ XV RU RXU
JUDQWHG WR WKH PHPEHUV RI RXU HI[HFXWLYH ERDUG ,QFHQWLYH VWRFN RSWI
PRUH RI RXU VKDUH FDSLWDO

8QGHU JUHQFK ODZ WKH PD[LPXP QXPEHU RI VKDUHV LVVXDEOH XSRQ WKH H[HL
H[FHHG RQH WKLUG RI WKH RXWVWDQGLQJ VKDUH FDSLWDO RQ D QRQ GLOXWHG
JUDQWHG XQGHU WKH 30DQ XQWLO

$GPLQLVWUDWLRQ

2XU H[HFXWLYH ERDUG KDV WKH DXWKRULW\ WR DGPLQLVWHU DQG LQWHUSUHW
FRQGLWLRQV RI WKH 6WRFN 2SWLRQ 30DQV RXU H[HFXWLYH ERDUG ZLWK WKH
GHWHUPLQHVY WKH UHFLSLHQWYVY JUDQW GDWHV H[HUFLVH SULFHV QXPEHU RI |
FRQGLWLRQV RI WKH VWRFN RSWLRQV LQFOXGLQJ WKHLU SHULRGV RI H[HUFLV
ERDUG LV QRW UHTXLUHG WR JUDQW VWRFN RSWLRQV ZLWK YHVWLQJ DQG H[HU
7KH WHUP RI HDFK VWRFN RSWLRQ JUDQWHG XQGHU WKH 6WRFN 2SWLRQ 30DQV

2XU H[HFXWLYH ERDUG KDV WKH DXWKRULW\ WR DPHQG DQG PRGLI\ VWRFN RSW
LQFOXGLQJ WKH DXWKRULW\ WR HIWHQG WKH SRVW WHUPLQDWLRQ H[HUFLVH S|
WKH RSWLRQHHY KROGLQJ VXFK RSWLRQV LI VXFK DPHQGPHQWY RU PRGLILFDW

(PSOR\HH 6WRFN 2SWLRQV

7KH 6BWRFN 2SWLRQ 30DQV SURYLGH IRU WKH JUDQW RI LQFHQWLYH VWRFN RSW
,QWHUQDO 5HYHQXH &RGH RI DV DPHQGHG WKH U&RGHU DQG QRQ VWDWX

7KHVH HPSOR\HH VWRFN RSWLRQV DUH JUDQWHG SXUVXDQW WR HPSOR\HH VWR
ERDUG 7KH H[HFXWLYH ERDUG GHWHUPLQHV WKH H[HUFLVH SULFH IRU DQ HPSC
FROQGLWLRQV RI WKH DSSOLFDEOH 6WRFN 2SWLRQ 30DQ SURYLGHG WKDW WKH
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JHQHUDOO\ FDQQRW EH OHVV WKDQ WKH SHU VKDUH IDLU PDUNHW YDOXH RI RX
VWRFN RSWLRQV JUDQWHG XQGHU WKH 6WRFN 2SWLRQ 30DQV YHVW DW WKH UL

,Q DFFRUGDQFH ZLWK J)UHQFK /DZ RXU VXSHUYLVRU\ ERDUG GHFLGHG WKDW WK
FRQWLQXH WR KROG DW OHDVW Rl WKH VKDUHYVY DFTXLUHG E\ WKHP XSRQ H[H
RI WKHLU UHVSHFWLYH WHUP RI RIILFH

BWRFN RSWLRQV DUH QRW WUDQVIHUDEOH H[FHSW E\ VXFFHVVLRQ DQG PD\ QR
WUDQVIHUUHG RU GLVSRVHG RI LQ DQ\ PDQQHU RWKHU WKDQ E\ ZLOO RU E\ OD
H[HUFLVHG GXULQJ WKH OLIHWLPH Rl WKH RSWLRQHH RQO\ E\ WKH RSWLRQHH

THUP

7KH WHUP RI HDFK HPSOR\HH VWRFN RSWLRQ LV \HDUV IURP WKH GDWH RI JUI
RSWLRQHH GXULQJ VXFK \HDU SHULRG VL[ PRQWKV IURP WKH GDWH RI VXFK (

8QOHVV D ORQJHU SHULRG LV VSHFLILHG LQ WKH QRWLFH RI JUDQW RU RWKHUZ
VWRFN RSWLRQ VKDOO UHPDLQ H[HUFLVDEOH E\ WKH RSWLRQHH RU KLV RU KHU
IROORZLQJ DQ RSWLRQHHxV GHDWK GLVDELOW\ RU WHUPLQDWLRQ IURP FRQWL
U,QFHQWLYH 6WRFN 2SWLRQU DV VXFK WHUP LV GHILQHG LQ WKH 6WRFN 2SWLF
IROORZLQJ DQ RSWLRQHHxV WHUPLQDWLRQ IURP FRQWLQXRXV HPSOR\PHQW

%\ ZzD\ Rl HIFHSWLRQ WKH VWRFN RSWLRQV JUDQWHG XQGHU WKH //< 30DQ |
HPSOR\PHQW FRQGLWLRQ QRU ZLOO WKH\ ODSVH LQ WKH HYHQW RI GHDWK RU (
DQG VL[ PRQWKY DIWHU WKH GHDWK RU GLVDELOLW\ RI WKH RSWLRQHH ,Q DGG
RXU HPSOR\HHV WKH FRQWLQXHG VHUYLFH FRQGLWLRQ WR ZKLFK WKH H[HUFL\
QRWZLWKVWDQGLQJ WKH WHUPLQDWLRQ RI WKHLU HPSOR\PHQW DJUHHPHQW

&KDQJH LQ &RQWURDO

3IXUVXDQW WR WKH 6WRFN 2SWLRQ 30DQV LQ WKH HYHQW RI D /LTXLGLW\ (YHQ
HPSOR\HH VWRFN RSWLRQV JRYHUQHG E\ DQ\ VXFK SODQV ZLOO EH DFFHOHUDW
DQG XQYHVWHG HPSOR\HH VWRFN RSWLRQV LPPHGLDWHO\ SULRU WR WKH FRPS
RSWLRQ WKDW LV QRW H[HUFLVHG IRU DQ\ UHDVRQ RQ RU SULRU WR WKH FRPS(

86 7D[/LPLWDWLRQV RQ ,QFHQWLYH 6WRFN 2SWLRQV

7KH DJJUHJDWH IDLU PDUNHW YDOXH GHWHUPLQHG DW WKH WLPH RI JUDQW RI
VWRFN RSWLRQV WKDW DUH H[HUFLVDEOH IRU WKH ILUVW WLPH E\ DQ RSWLRQH
2SWLRQ 30DQV PD\ QRW H[FHHG (PSOR\HH VWRFN RSWLRQV RU SRUWLRC
JHQHUDOO\ EH WUHDWHG DV QRQ VWDWXWRU\ VWRFN RSWLRQV 1R LQFHQWLYH
WKH WLPH RI JUDQW RZQV RU LV GHHPHG WR RZQ VKDUHV UHSUHVHQWLQJ PRU
RU WKDW RI DQ\ Rl RXU DIILOLDWHV XQOHVV WKH H[HUFLVH SULFH LV DW OH|
VXEMHFW WR WKH HPSOR\HH VWRFN RSWLRQ RQ WKH GDWH RI JUDQW DQG Wl
H[FHHG ILYH \HDUV IURP WKH GDWH RI JUDQW

$V RI '"HFHPEHU WKH IROORZLQJ W\SHV RI VWRFN RSWLRQV WKDW ZH KDY
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7KH 26% 3HUIRUPDQFH PD\ EH H[HUFLVHG DV IURP WKHLU GDWH RI JUDQW VXEMHFW
( XS WR Rl WKH 26%$ PD\ EH H{HUFLVHG LI WKH QXPEHU RI SDWLHQWV XQGHU WUHD
( DQ DGGLWLRQDO Rl WKH 26%$ PD\ EH H[HUFLVHG LI WKH QXPEHU RI SDWLHQWYV XQ
( DQ DGGLWLRQDO Rl WKH 26%$ PD\ EH H[HUFLVHG LI WKH QXPEHU RI SDWLHQWYV XQ
(

WKH EDODQFH L H Rl WKH 26%$ PD\ EH H[HUFLVHG LI WKH QXPEHU RI SDWLHQ
'HFHPEHU RI WKH 26% SHUIRUPDQFH L H 26% SHUIRUPDQFH F
$00 RI WKH 26% PD\ EH H[HUFLVHG
$00 RI WKH 26% 2UGLQDU\N PD\ EH H[HUFLVHG
7KH 26% PD\ EH H[HUFLVHG DV IROORZV
( XS WR RQH WKLUG RI WKH 26% DV IURP ODUFK
( DQ DGGLWLRQDO RQH WKLUG RI WKH 26% DV IURP ODUFK DQG
( WKH EDODQFH L H RQH WKLUG RI WKH 26% DV IURP ODUFK VXEMHFW WR
IRWZLWKVWDQGLQJ WKH IRUHIJRLQJ DOO RI WKH 26% JUDQWHG WR RQH RI RXU HF
7KH 26% PD\ EH H[HUFLVHG DV IROORZV
( XS WR WZR WKLUGV RI WKH 26% DV IURP ODUFK DQG
( WKH EDODQFH L H RQH WKLUG RI WKH 26% DV IURP ODUFK VXEMHFW Wi
7TKH 26% //< PD\ EH HIHUFLVHG XQGHU WKH IROORZLQJ FRQGLWLRQV
( RI WKH 26$% //< PD\ EH H[HUFLVHG ZKHQ WKH PDUNHW YDOXH RI D VKDUH RQ
K
( DQ DGGLWLRQDO Rl WKH 26% //< PD\ EH H[HUFLVHG ZKHQ WKH PDUNHW YDOXI

3DULV UHDFKHV K
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( DQ DGGLWLRQDO RI WKH 26% //< PD\ EH H[HUFLVHG ZKHQ WKH PDUNHW YDOXI
3DULV UHDFKHV K
( WKH EDODQFH L H RI WKH 268% //< PD\ EH H[HUFLVHG ZKHQ WKH PDUNHW YDO

3DULV UHDFKHV K DQG

( LW EHLQJ VSHFLILHG WKDW LQ WKH HYHQW RI D /LTXLGLW\ (YHQW WKH SHUIRUPDC
RQ WKH UHJXODWHG PDUNHW RI (XURQH[W LQ 3DULV ZLOO EH DXWRPDWLFDOO\ ZDL

7KH 26% PD\ EH H[HUFLVHG DV IROORZV
( XS WR RQH WKLUG RI WKH 26% DV IURP ODUFK
( DQ DGGLWLRQDO RQH WKLUG RI WKH 268% DV IURP ODUFK DQG
( WKH EDODQFH L H RQH WKLUG RI WKH 26% DV IURP ODUFK VXEMHFW WR
7KH H[HUFLVH RI WKH 26% JUDQWHG WR PHPEHUV RI WKH H[HFXWLYH ERDUG DQG RQ
SRVLWLYH UHVXOWYV LQ WKH VWXG\ LQ 7KH VDWLVIDFWLRQ RI WKLV SHUIRUPDQFI

DSSURYDO RI WKH VXSHUYLVRU\ ERDUG RQ ODUFK
6HH DOVR # 6WRFN 2SWLRQV 26% 7HUPS$ DQG # 6WRFN 2SWLRQV 26% &KDQJH LQ &RQWL

JUHH 6KDUHV $*$%

‘H KDYH JUDQWHG IUHH VKDUHV WR RXU HPSOR\HHV HPSOR\HHV RI RXU VXEVLG
SXUVXDQW WR RXU IUHH VKDUH SODQV WKH U$*$ 30DQVU

JUHH VKDUHYV PD\ EH JUDQWHG WR DQ\ LQGLYLGXDO HPSOR\HG E\ XV RU E\ DQ\ I
FRQGLWLRQV RI DQ HPSOR\PHQW FRQWUDFW )UHH VKDUHV PD\ DOVR EH JUDQW
+RZHYHU QR IUHH VKDUHV PD\ EH JUDQWHG WR D EHQHILFLDU\ KROGLQJ PRUH '
EHQHILFLDU\ ZKR ZRXOG KROG PRUH WKDQ RI RXU VKDUH FDSLWDO DV D UHV

$GPLQLVWUDWLRQ

2XU HIHFXWLYH ERDUG KDV WKH DXWKRULW\ WR DGPLQLVWHU DQG LQWHUSUHW
RI WKH $*$ 30DQV RXU H[HFXWLYH ERDUG ZLWK WKH SULRU DSSURYDO RI WKH
RI' JuUbDQW WKH QXPEHU RI I[UHH VKDUHV WR EH JUDQWHG DQG WKH WHUPV DQG
OHQJWK RI WKHLU DFTXLVLWLRQ SHULRG SHULRG VWDUWLQJ RQ WKH GDWH RI
DFTXLUH VKDUHV IRU IUHH EXW GRHV QRW FXUUHQWO\ KROG DQ\ VKDUHV DQG
VWDUWLQJ DW WKH HQG RI WKH DFTXLVLWLRQ SHULRG ZKHQ WKH VKDUHYV DUH 1
QRW EH WUDQVIHUUHG ZLWKLQ WKH OLPLW GHWHUPLQHG E\ WKH VKDUHKROGH!

2XU H[HFXWLYH ERDUG KDV WKH DXWKRULW\ WR PRGLI\ DZDUGY RXWVWDQGLQJ
WKH EHQHILFLDU\ LI VXFK PRGLILFDWLRQ LV GHWULPHQWDO WR KLP KHU LQFO»
FRQWLQXHG VHUYLFH FRQGLWLRQ GXULQJ WKH DFTXLVLWLRQ SHULRG DIWHU W|
VHUYLFH FRQGLWLRQ VHH DOVR UO9HVWLQJU

9HVWLQJ

7KH IUHH VKDUHV JUDQWHG XQGHU WKH $*$ 30DQV ZLOO EH GHILQLWLYHO\ DFT;
E\ RXU H[HFXWLYH ERDUG $W WKH HQG RI WKH DFTXLVLWLRQ SHULRG WKH EHC
GXULQJ WKH KROGLQJ SHULRG DV VHW E\ RXU H[HFXWLYH ERDUG LI DQ\ WKH
7KH VXP RI WKH GXUDWLRQ RI WKH DFTXLVLWLRQ DQG KROGLQJ SHULRGV PXVW
SURYLVLRQV RI $UWLFOH / RI WKH )UHQFK &RPPHUFLDO &RGH

8QOHVV RWKHUZLVH GHFLGHG E\ RXU VXSHUYLVRUUDQ®W HGEHRFVODWH K RDUGV DW
ZKLFK DUH DW WKH GDWH RI WKH $QQXDO 5HSRUW GHILQLWLYHIDQWHEXRQHG D

ODUFK DQG WKH $*$ JUDQWHG RQ ODUFK DUH VXEMHFW WR FRQWLQ)
SHULRG L H IRU WEWI$O$S0DUFK IRU )UHQFK WD[ UHVLGHQWY DQG ODUFK
UHVLGHQWY IRU WEWIL$3$0DUFK IRU )UHQFK WD[ UHVLGHQWY DQG ODUFK
UHVLGHQWY DQG IRQWLHO®EYFK LW EHLQJ VSHFLILHG WKDW IDLOLQJ \

EHQHILFLDU\ GHILQLWLYHO\ DQG LUUHYRFDEO\ ORVHV KLWRU RHWBSBLIKW WR DI

,Q DFFRUGDQFH ZLWK WKH $*$ 30DQV WKH H[HFXWLYH ERDUG GHFLGHG WR OLI!
OXHKOHQZHJ D IRUPHU H[HFXWLYH ERDUG PHPEHU WKH FRQWLQXHG VHUYLFH |
WKHLU $*$QG RU $*$DV DSSOLFDEOH LV VXEMHFW QRWZLWKVWDQGLQJ WKH WH
DJUHHPHQW RU FRUSRUDWH RIILFH 7KH H[HFXWLYH ERDUG DOVR GHFLGHG WR |
%HUQG 0OXHKOHQZHJIxV $*$

8QOHVV RWKHUZLVH GHFLGHG E\ RXU VXSHUYLVRU\ DQG H[HFXWLYH ERDUGV LC(
EHIRUH WKH HQG RI WKH DFTXLVLWLRQ SHULRG WKH UHOHYDQW IUHH VKDUHYV
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RI GLVDELOLW\ RU WKH GDWH RI WKH UHTXHVW RI DOORFDWLRQ PDGH E\ KLV Rl
SURYLGHG WKDW VXFK UHTXHVW LV PDGH ZLWKLQ VL[ PRQWKYV IURP WKH GDWH

&KDQJH ,Q &RQWURO

,Q WKH HYHQW RI D /LTXLGLW\ (YHQW XQOHVV RWKHUZLVH GHFLGHG E\ WKH HJl
VKDUHVY VKDOO EH FRPSOHWHO\ DQG GHILQLWHO\ DFTXLUHG

a )RU J)UHQFK WD[ UHVLGHQWYV L LI WKH /LTXLGLW\ (YHQW RFFXUV EHIRUH
RQ VXFK DQQLYHUVDU\ GDWH DQG LL LI WKH FKDQJH RI FRQWURO RFFXU
GDWH RI FRPSOHWLRQ RI WKH /LTXLGLW\ (YHQW LW EHLQJ VSHFLILHG WKI
WKHQ EH VXEMHFW WR D KROGLQJ SHULRG XQWLO WKH VHFRQG DQQLYHU\

a4 )RU IRUHLJQ WD[ UHVLGHQWYV LI WKH /LTXLGLW\ (YHQW RFFXUV EHIRUH W
ILUVW DQQLYHUVDU\ Rl WKH JUDQW LW EHLQJ VSHFLILHG WKDW WKH UHO|
ORQJ KROGLQJ SHULRG DV IURP WKHLU GDWH RI DFTXLVLWLRQ

$V Rl '"HFHPEHU WKH IROORZLQJ WA\SHV RI IUHH VKDUHV WKDW ZH KDYH L'
"UDQW $*$ $*$ $*$ $*$

‘DWH RI WKH VKDUHKROGHUV!-XIQHWLQJ 0D\ 0D\ $SULO

*UDQW GDWH ODUFK -X0\ ODUFK ODUFK

7TRWDO QXPEHU RI IUHH VKDUHVY DXWKRUL]JHG
7TRWDO QXPEHU RI I[UHH VKDUHV JUDQWHG

‘DWH RI DFTXLVLWLR HQG RI WKH DFTXL LR ODUFK
SHULRG E © -XbY E
'XUDWLRQ RI WKH KROGLQJ SHULRG \HDU \HDU

1XPEHU RI VKDUHV DFTXLUHG DV RI '"HFHPEHU
HU RI l[IUHH VKDUHY ODSVHG RU FDQFHOOHG DV
HU RI IJUHH VKDUHV RXWVWDQGLQJ DV RI

ODL'L P WRWDO QXPEHU RI VKDUHV WKDW PD\ EH
FUHDWHG

7TKH $*$ JUDQWHG WR J)UHQFK WD[ UHVLGHQWY ZHUH GHILQLWHO\ DFTXLUHG RQ OI
SHULRG WKDW HQGHG RQ ODUFK 7KH $*$ JUDQWHG WR IRUHLJQ WD[ UHVLGHQV
VXEMHFW WR DQ\ KROGLQJ SHULRG +HQFH DV RI WKH GDWH RI WKH $QQXDO 5HSRUW DO

7KH GHILQLWLYH DFTXLVLWLRQ RI WKH $*% JUDQWHG WR WKH PHPEHUV RI WKH H[F
VWUDWHILF REMHFWLYHVY LQ WKH KHDG DQG QHFN LQGLFDWLRQ WKH FRPSOHWLRQ RI ZK
ODUFK 2Q -XO\ WKH H[HFXWLYH ERDUG GHFLGHG WKDW WKH WZR WKLUGV R

$*$ ZRXOG EH GHILQLWLYHO\ DFTXLUHG RQ ODUFK 7KH EDODQFH L H
FOLQLFDO WULDO VXSSO\ FRQWUDFW EHIRUH ODUFK $V WKLV SHUIRUPDQFH FRQGL

7TKH $*$ JUDQWHG WR J)UHQFK WD[ UHVLGHQWY ZHUH GHILQLWHO\ DFTXLUHG RQ OI
SHULRG HQGLQJ RQ ODUFK 7TKH $*$ JUDQWHG WR IRUHLJQ WD[ UHVLGHQWYV ZL
EH VXEMHFW WR DQ\ KROGLQJ SHULRG 7KH DFTXLVLWLRQ RI WKH $*$ JUDQWHG W
UHFHLYLQJ WKH &( PDUN EHIRUH -XQH 7KH VDWLVIDFWLRQ RI WKLV SHUIRUPDQFH |
SULRU DSSURYDO RI WKH VXSHUYLVRU\ ERDUG RQ $SULO

7KH DFTXLVLWLRQ RI WKH $*$ JUDQWHG WR OV +HUPDQW LV FRQGLWLRQHG XSRQ W
VDWLVIDFWLRQ RI WKLV SHUIRUPDQFH FRQGLWLRQ ZDV DFNQRZOHGJHG E\ WKH H[HFXWL
ODUFK

6HH DOVR # )UHH 6KDUHV $*$ 9HVWLQJ$ DQG # JUHH 6KDUHV $*$ &KDQJH ,Q &RQWURO
& %RDUG 3UDFWLFHV
%RDUG 6WUXFWXUH

2XU WZR WLHU ERDUG VWUXFWXUH FRQVLVWY RI DQ HI[HFXWLYH ERDUG DQG D V
ERDUG DQG WKH LQWHUDFWLRQV EHWZHHQ WKHP DUH GHVFULEHG EHORZ



[ZDEQH RI dRQWHQWYV

([HEXWLYH %RDUG

‘H DUH PDQDJHG E\ DQ H[HFXWLYH ERDUG XQGHU WKH FRQWURO RI D VXSHUYLV
ERDUG GHWHUPLQH WKH EURDG OLQHV RI RXU EXVLQHVY DFWLYLWLHY DQG HQV
SRZHUV H[SUHVVO\ YHVWHG LQ WKH VKDUHKROGHUVx PHHWLQJV DQG LQVRIDU
ZLWK DOO PDWWHUYV UHODWLQJ WR WKH FRQGXFW RI RXU EXVLQHVV 7KH H[HFX
DFW LQ DOO FLUFXPVWDQFHVY RQ RXU EHKDOI ZLWKLQ WKH OLPLWYV RI RXU FRU
WKH VKDUHKROGHUVx PHHWLQJ DQG VXSHUYLVRU\ ERDUG

2XU H[HFXWLYH ERDUG PXVW EH FRPSRVHG RI EHWZHHQ WZR DQG VHYHQ PHPEH
HIHFXWLYH ERDUG LQ LWV HQWLUHW\ LV DSSRLQWHG E\ WKH VXSHUYLVRU\ ER/|
VXSHUYLVRU\ ERDUG ([HFXWLYH ERDUG PHPEHUV PD\ EH GLVPLVVHG DW WKH R
VXSHUYLVRU\ ERDUG ,Q WKH FDVH RI D YDFDQF\ EHWZHHQ DQQXDO PHHWLQJV

PRQWK SHULRG DSSRLQW D WHPSRUDU\ PHPEHU WR ILOO WKH YDFDQF\ RU PXVW
PHPEHUV

‘H FXUUHQWO\ KDYH WKUHH PHPEHUV RI WKH H[HFXWLYH ERDUG 7KH IROORZLQ
RI WKH H[HFXWLYH ERDUG WKH \HDU RI WKHLU LQLWLDO DSSRLQWPHQW DV PHF
GDWH RI WKHLU FXUUHQW WHUP

1DPH &XUUHQW 3RVIQMIDRIQRI ,QLWLDO&KIMRH@QWFHQW ([SLUDWLR
‘U /DXUHQW /HY\ 3K ' &KDLUPDQ
OU 3KLOLSSH ODXEHUQDHPEHU
OV $QQH -XOLHWWH +HORBR®MU

6XSHUYLVRU\ %RDUG

7KH PHPEHUV Rl WKH VXSHUYLVRU\ ERDUG H[HUFLVH FRQWURO RYHU WKH PDQD
VXSHUYLVRU\ ERDUG RSHUDWHYV SXUVXDQW WR D VHSDUDWH FKDUWHU DGRSWH

8QGHU )UHQFK ODZ RXU VXSHUYLVRU\ ERDUG PXVW EH FRPSRVHG RI EHWZHHQ

UbDQJH WKH QXPEHU RI PHPEHUV LV GHWHUPLQHG E\ RXU VKDUHKROGHUV )XUW
UHTXLUH WKDW WKH QXPEHU RI PHPEHUV RI HDFK JHQGHU QRW EH OHVV WKDQ

HLIJIKW RU OHVV PHPEHUV WKH QXPEHU RI PHPEHUV RI RQH JHQGHU FDQQRW H[
E\ PRUH WKDQ WZR

$Q\ DSSRLQWPHQWY PDGH LQ YLRODWLRQ RI WKHVH OLPLWDWLRQV DUH QXOO D
PHPEHU RI WKH ERDUG ZLOO EH VXVSHQGHG XQWLO DQ\ VXFK YLRODWLRQ LV Ul

OHPEHUV RI RXU VXSHUYLVRU\ ERDUG DUH HOHFWHG UH HOHFWHG DQG PD\ EH
VKDUHKROGHUY JHQHUDO PHHWLQJ ZLWK D VLPSOH PDMRULW\ YRWH RI RXU VKI
PHPEHUV RI RXU VXSHUYLVRU\ ERDUG DUH HOHFWHG IRU VL[ \HDU WHUPV ,Q DF
SURYLGH WKDW DQ\ YDFDQF\ RQ RXU VXSHUYLVRU\ ERDUG UHVXOWLQJ IURP WK
WKHUH DUH DW OHDVW WKUHH PHPEHUV UHPDLQLQJ PD\ EH ILOOHG E\ D PDMRU
WKDW WKHUH KDV EHHQ QR VKDUHKROGHUYV PHHWLQJ VLQFH VXFK GHDWK RU Ut
YDFDQF\ DUH HOHFWHG E\ WKH VXSHUYLVRU\ ERDUG IRU WKH UHPDLQLQJ GXUD\
7KH DSSRLQWPHQW PXVW WKHQ EH UDWLILHG DW WKH QH[W VKDUHKROGHUV JH
ZRXOG EH FRPSRVHG RI OHVV WKDQ WKUHH PHPEHUV DV D UHVXOW RI D YDFDQF
FRQYHQH D VKDUHKROGHUYV JHQHUDO PHHWLQJ WR HOHFW RQH RU VHYHUDO QH
VHUYLQJ RQ WKH VXSHUYLVRU\ ERDUG LQ DFFRUGDQFH ZLWK J)UHQFK ODZ ,Q D
WKH JHQGHU HTXDOLW\ UXOH GHVFULEHG DERYH WKDW LV QRW UHPHGLHG ZLW}
YRLG

‘H FXUUHQWO\ KDYH IRXU PHPEHUV RI WKH VXSHUYLVRU\ ERDUG DQG RQH REVH
QDPHV RI WKH PHPEHUVY DQG REVHUYHU RI WKH VXSHUYLVRU\ ERDUG WKH \HDU
REVHUYHU RI WKH VXSHUYLVRU\ ERDUG DQG WKH H[SLUDWLRQ GDWHV RI WKHLU
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1DPH &XUUHQW 3RV LMDRIQRI ,QLWLDO&KISRH@WRFHQW®W ([SLUDWLR
0U /DXUHQW &RQGRPL@KDLUPDQ
OV $QQH ODULH *UDIIAIFH &KDLUZRPDQ
'U $0ODLQ +HUUHUD 0 'OHPEHU
OU (QQR 6SLOOQHU OHPEHU
0U &KULVWRSKH 'RXDW2EVHUYHU

OU &KULVWRSKH 'RXDW SUHYLRXVO\ VHUYHG DV PHPEHU RI WKH VXSHUYLVRU\ ERDUG
VHUYHG DV DQ REVHUYHU DQG LV HQWLWOHG WR DWWHQG DOO PHHWLQJV RI WKH VXSHU)

6XSHUYLVRU\ %RDUG OHPEHU ,QGHSHQGHQFH

$V D IRUHLJQ SULYDWH LVVXHU XQGHU WKH OLVWLQJ UHTXLUHPHQWYVY DQG UXO
LQGHSHQGHQW PHPEHUV RQ RXU VXSHUYLVRU\ ERDUG H[FHSW ZLWK UHVSHFW
KDV XQGHUWDNHQ D UHYLHZ Rl WKH LQGHSHQGHQFH RI LWV PHPEHUV DQG FRQ)\
UHODWLRQVKLS ZLWK XV WKDW FRXOG FRPSURPLVH KLV RU KHU DELOLW\ WR HJ
KHU UHVSRQVLELOLWLHVY %DVHG XSRQ LQIRUPDWLRQ UHTXHVWHG IURP DQG S|
FRQFHUQLQJ VXFK PHPEHUxV EDFNJURXQG HPSOR\PHQW DQG DIILOLDWLRQV L«
ERDUG GHWHUPLQHG WKDW DOO RI LWV PHPEHUV TXDOLI\ DV ULQGHSHQGHQW G
1DVGDT DQG WKH LQGHSHQGHQFH UHTXLUHPHQWY FRQWHPSODWHG E\ 5XOH $
GHWHUPLQDWLRQV RXU VXSHUYLVRU\ ERDUG FRQVLGHUHG WKH FXUUHQW DQG
KDG ZLWK RXU FRPSDQ\ DQG DOO RWKHU IDFWV DQG FLUFXPVWDQFHV WKDW RX
GHWHUPLQLQJ WKHLU LQGHSHQGHQFH LQFOXGLQJ WKH EHQHILFLDO RZQHUVKL:
RU KHU DIILOLDWH HQWLWLHV LI DQ\

JXUWKHUPRUH WKH OLGGOH1H[W &RUSRUDWH *RYHUQDQFH &RGH LV D UHIHUHQ
WKDW LV VSHFLILFDOO\ WDLORUHG IRU VPDOO DQG PLG FDS FRPSDQLHV /LVWH
FRUSRUDWH JRYHUQDQFH SURYLVLRQV RI JHQHUDO FRUSRUDWH ODZ DQG PD\ D
JRYHUQDQFH FRGH VXFK DV WKH OLGGOH1H[W &RUSRUDWH *RYHUQDQFH &RGH

JRYHUQDQFH FRGH PXVW GLVFORVH ZKHWKHU WKHLU JRYHUQDQFH SUDFWLFHYV

VXFK UHIHUHQFH FRGH 7KH OLGGOH1H[W &RUSRUDWH *RYHUQDQFH &RGH VHWYV
HYDOXDWH WKH LQGHSHQGHQFH RI VXSHUYLVRU\ ERDUG PHPEHUV ZKLFK DUH F
VLIQLILFDQW ILQDQFLDO FRQWUDFWXDO RU IDPLO\ UHODWLRQVKLS OLNHO\ WR
VXSHUYLVRU\ ERDUG PHPEHU

a PXVW QRW EH D VDODULHG HPSOR\HH RU FRUSRUDWH RIILFHU Rl XV RU DQ
VXFK D SRVLWLRQ ZLWKLQ WKH ODVW ILYH \HDUV

a PXVW QRW EH LQ D VLJQLILFDQW EXVLQHVV UHODWLRQVKLS ZLWK XV RU D

FRPSHWLWRU SURYLGHU FUHGLWRU EDQNHU HWF DQG PXVW QRW KDYF

\HDUV

PXVW QRW EH D UHIHUHQFH VKDUHKROGHU RU KROG D VLJQLILFDQW QXPE

PXVW QRW KDYH FORVH UHODWLRQVKLSYV RU IDPLO\ WLHV ZLWK DQ\ RI RXL

DQG

PXVW QRW KDYH EHHQ RXU DXGLWRU ZLWKLQ WKH ODVW VL[ \HDUV

QD Q-

Q-

2XU VXSHUYLVRU\ ERDUG EHOLHYHV WKDW DOO RI LWV PHPEHUYVY DUH LQGHSHQC
OLGGOH1H[W &RUSRUDWH *RYHUQDQFH &RGH

5ROH RI WKH 6XSHUYLVRU\ %RDUG LQ 5LVN 2YHUVLJKW

2XU VXSHUYLVRU\ ERDUG LV UHVSRQVLEOH IRU WKH RYHUVLJKW RI RXU ULVN PI
DXGLW FRPPLWWHH WKH UHVSRQVLELOLW\ WR DVVLVW RXU VXSHUYLVRU\ ERDU(
VI\IVWHP RI GLVFORVXUH FRQWUROV DQG SURFHGXUHY DQG LQWHUQDO FRQWURC
ILQDQFLDO OLDELOLWLHV $GGLWLRQDOO\ WKH DXGLW FRPPLWWHH UHYLHZV D¢
RXU HQWHUSULVH ULVN PDQDJHPHQW DFWLYLWLHY LQFOXGLQJ PDQDJHPHQWXxV
VWHSY WDNHQ WR PRQLWRU DQG PDQDJH WKRVH H[SRVXUHV

:KLOH RXU VXSHUYLVRU\ ERDUG RYHUVHHVY RXU ULVN PDQDJHPHQW RXU H[HFXYV
ULVN PDQDJHPHQW SURFHVVHV 2XU VXSHUYLVRU\ ERDUG H[SHFWV RXU H[HFXW
PDQDJHPHQW LQ HDFK EXVLQHVYVY GHFLVLRQ DQG WR SURDFWLYHO\ GHYHORS DC
SURFHVVHV IRU GD\ WR GD\ DFWLYLWLHYVY :H EHOLHYH WKLV GLYLVLRQ RI UHVSI
DGGUHVVLQJ WKH ULVNV ZH IDFH
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&RUSRUDWH *RYHUQDQFH 3UDFWLFHV

$V D JUNWRFKL OWO© DQRWQWAKE RQ WKH UHJXODWHG PDUNHW RI (XURQH[W LQ 3DULV
FRUSRUDWH JRYHUQDQFH UHTXLUHPHQWYV XQGHU JUHQFK ODZ ,Q DGGLWLRQ D
*OREDO 6HOHFW ODUNHW ZH DUH VXEMHFW WR WKH 1DVGDT FRUSRUDWH JRYHU
OLVWLQJ VWDQGDUGVY SHUPLW IRUHLJQ SULYDWH LVVXHUV WR IROORZ KRPH FR
1DVGDT UXOHV ZLWK FHUWDLQ H[FHSWLRQV &HUWDLQ FRUSRUDWH JRYHUQDQF
WKH 1DVGDT FRUSRUDWH JRYHUQDQFH OLVWLQJ VWDQGDUGV )RU H[DPSOH QH
ODZV UHTXLUH WKDW L D PDMRULW\ RI RXU GLUHFWRUV EH LQGHSHQGHQW LI
LQGHSHQGHQW GLUHFWRUV RU LLL RXU LQGHSHQGHQW GLUHFWRUV KROG UH.
GLUHFWRUV DUH SUHVHQW 2WKHU WKDQ DV VHW IRUWK EHORZ ZH FXUUHQWO\
OLVWLQJ VWDQGDUGV RI 1DVGDT WR WKH H[WHQW SRVVLEOH XQGHU JUHQFK OD
SUDFWLFHV WR IROORZ KRPH FRXQWU\ SUDFWLFHV LQ WKH IXWXUH

(YHQ DV D IRUHLJQ SULYDWH LVVXHU ZH DUH UHTXLUHG WR FRPSO\ ZLWK 5XOH
FRPPLWWHH FRPSRVLWLRQ DQG UHVSRQVLELOLWLHY 5XOH $ SURYLGHV WKD
UHVSRQVLELOLW\ IRU WKH QRPLQDWLRQ FRPSHQVDWLRQ DQG FKRLFH RI RXU D
RI WKH DXGLWRUxV GXWLHVY PDQDJHPHQW RI FRPSODLQWY PDGH DQG VHOHFW
RI' D IRUHLJQ SULYDWH LVVXHUxV KRPH FRXQWU\ UHTXLUH WKDW DQ\ VXFK PDW
VKDUHKROGHUV RI WKH FRPSDQ\ WKH DXGLW FRPPLWWHHxV UHVSRQVLELOLWLF
LQVWHDG EH DGYLVRU\

8QGHU )UHQFK ODzZ WKH DXGLW FRPPLWWHH PD\ RQO\ KDYH DQ DGYLVRU\ UROH
LQ SDUWLFXODU PXVW EH DSSURYHG E\ RXU VKDUHKROGHUV DW RXU DQQXDO F

$ RXU DXGLW FRPPLWWHH RQO\ KDV DQ DGYLVRU\ UROH ZLWK UHVSHFW WR
JUHQFK ODZ DQ DXGLW FRPPLWWHH PD\ KDYH RQO\ WZR PHPEHUV ZKHUHDV 1D
PHPEHU DXGLW FRPPLWWHH :H FXUUHQWO\ KDYH RQO\ WZR PHPEHUV RQ RXU D.
ObzZz 2QH REVHUYHU FXUUHQWO\ DWWHQGV WKH DXGLW FRPPLWWHH LQ D QRQ Y

JUHQFK ODZ GRHV QRW UHTXLUH RXU LQGHSHQGHQW GLUHFWRUV WR KROG UHJ.
LQGHSHQGHQW GLUHFWRUV DUH SUHVHQW :H FXUUHQWO\ IROORZ KRPH FRXQW
LQGHSHQGHQW GLUHFWRUV GHFLGH WR PHHW LQ VXFK H[HEXWLYH VHVVLRQV W
,Q DGGLWLRQ 1DVGDT UXOHV UHTXLUH WKDW D OLVWHG FRPSDQ\ VSHFLI\ WKDYV
VKDUH FDSLWDO EH DW OHDVW RI WKH RXWVWDQGLQJ VKDUHV Rl WKH FRP
JUHQFK KRPH FRXQWU\ SUDFWLFH UDWKHU WKDQ FRPSO\LQJ ZLWK WKLV 1DVGD
SURYLGH WKDW ZKHQ ILUVW FRQYHQHG JHQHUDO PHHWLQJV RI VKDUHKROGHUV
SUHVHQW RU UHSUHVHQWHG KROG DW OHDVW RI WKH VKDUHV HQWLWOHG
RU RI DQ H[WUDRUGLQDU\ JHQHUDO PHHWLQJ ZKHUH VKDUHKROGHUV DUH YRWL
UHVHUYHV SURILWV RU VKDUH SUHPLXP RU RI WKH VKDUHV HQWLWOHG W
JHQHUDO PHHWLQJ ,I VXFK TXRUXP UHTXLUHG E\ )UHQFK ODZ LV QRW PHW WKF
UHTXLUHPHQW XQGHU UHQFK ODZ ZKHQ DQ RUGLQDU\ JHQHUDO PHHWLQJ RU D¢
VKDUHKROGHUV DUH YRWLQJ RQ D FDSLWDO LQFUHDVH E\ FDSLWDOL]DWLRQ RI
EXW WKH UHFRQYHQHG PHHWLQJ PD\ FRQVLGHU RQO\ TXHVWLRQV WKDW ZHUH R
DQ\ RWKHU H[WUDRUGLQDU\ JHQHUDO PHHWLQJ LV UHFRQYHQHG WKH UHTXLUH
HQWLWOHG WR YRWH ,I D TXRUXP LV QRW PHW DW D UHFRQYHQHG PHHWLQJ UH
DGMRXUQHG IRU D PD[LPXP Rl WZR PRQWKY 6HH WKH VHFWLRQ RI WKLV $QQXD(
$UWLFOHV Rl $VVRFLDWLRQO.H\ 3URYLVLRQV RI RXU %\ ODZV DQG JUHQFK /DZ $

JXUWKHU 1DVGDT UXOHV UHTXLUH WKDW OLVWHG FRPSDQLHV KDYH D FRPSHQV
LOQGHSHQGHQW GLUHFWRUV DQG WKDW GLUHFWRU QRPLQHHV EH VHOHFWHG VR
ZLWK WKLV 1DVGDT UXOH EXW PD\ LQ WKH IXWXUH HOHFW WR IROORZ )UHQFK k

J)LQDOO\ 1DVGDT UXOHV UHTXLUH VKDUHKROGHU DSSURYDO ZKHQ D SODQ RU R
HVWDEOLVKHG RU PDWHULDOO\ DPHQGHG 8QGHU )UHQFK ODZ RXU VKDUHKROGH
JHQHUDO PDWWHU

+RZHYHU ZH IROORZ RXU )UHQFK KRPH FRXQWU\ SUDFWLFH DQG DVN RXU VKDU
LQFHQWLYH HTXLW\ DQG GHILQH WKH ILQDO WHUPV RI DQ\ HTXLW\ FRPSHQVDWL
‘H PD\ IURP WLPH WR WLPH DVN IRU RXU VKDUHKROGHUVx VXEVHTXHQW DSSUR
LQ RUGHU WR REWDLQ DGYDQWDJHRXV WD[ WUHDWPHQW RU RWKHUZLVH ,Q DG!
REWDLQ WKH SULRU DSSURYDO RI RXU VKDUHKROGHUYV EHIRUH HVWDEOLVKLQJ
H[FHHG WKH OLPLWV RI WKH JUDQWHG GHOHJDWLRQ

6XSHUYLVRU\ %RDUG &RPPLWWHHYV

2XU VXSHUYLVRU\ ERDUG KDV HVWDEOLVKHG DQ DXGLW FRPPLWWHH DQG DQ DS
Rl ZKLFK RSHUDWHYVY SXUVXDQW WR D VHSDUDWH FKDUWHU
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,Q DFFRUGDQFH ZLWK J)UHQFK ODZ FRPPLWWHHV RI RXU VXSHUYLVRU\ ERDUG Z
PDNH UHFRPPHQGDWLRQV WR RXU VXSHUYLVRU\ ERDUG $V D UHVXOW GHFLVLR
LQWR DFFRXQW QRQ ELQGLQJ UHFRPPHQGDWLRQV Rl WKH UHOHYDQW ERDUG FR
$XGLW &RPPLWWHH

2XU DXGLW FRPPLWWHH PRQLWRUV WKH TXHVWLRQV UHODWLQJ WR WKH SURFH)
LQIRUPDWLRQ 7R WKLV HQG LW HQVXUHV WKH TXDOLW\ RI RXU LQWHUQDO FRQ
VKDUHKROGHUYV DQG ILQDQFLDO PDUNHWYV

7KH GXWLHV VSHFLILFDOO\ DVVLIJQHG WR WKH DXGLW FRPPLWWHH E\ RXU VXSH!

PRQLWRULQJ WKH ILQDQFLDO UHSRUWLQJ SURFHVYV

PRQLWRULQJ WKH HITHFWLYHQHVV RI LQWHUQDO FRQWURO DQG ULVN PDQ
PRQLWRULQJ WKH OHJDO DXGLW RI WKH DQQXDO DQG FRQVROLGDWHG DFF
PDNLQJ UHFRPPHQGDWLRQV UHJDUGLQJ WKH VHOHFWLRQ RI RXU VWDWXW
VKDUHKROGHUV GHWHUPLQLQJ WKHLU FRPSHQVDWLRQ DQG HQVXULQJ WK
PDNLQJ UHFRPPHQGDWLRQV UHJDUGLQJ WKH VHOHFWLRQ RI DQ\ DFFRXQW
WR EH DSSRLQWHG IRU QRQ DXGLW VHUYLFHYV

H[DPLQLQJ RXU SURFHGXUHV IRU WKH UHFHLSW UHWHQWLRQ DQG WUHDW
DFFRXQWLQJ LQWHUQDO DFFRXQWLQJ FRQWUROV RU DXGLWLQJ PDWWHU\
VXEPLVVLRQV E\ RXU HPSOR\HHV Rl FRQFHUQV UHJDUGLQJ TXHVWLRQDEO/
J JHQHUDOO\ DGYLVLQJ WKH VXSHUYLVRU\ ERDUG DQG PDNLQJ UHFRPPHQGI
DERYH

O Tmo

I

7KH DXGLW FRPPLWWHH PD\ PHHW RU FRQVXOW ZLWK DQ\ PHPEHU RI RXU H[HFX
HIWHUQDO GXH GLOLJHQFH UHYLHZV ZLWK UHVSHFW WR DQ\ PDWWHU WKDW PD\
ORQJ DV RXU VXSHUYLVRU\ ERDUG DQG WKH FKDLUPDQ RI RXU H[HFXWLYH ERDU
DXGLW FRPPLWWHH KDV WKH ULJKW WR LQWHUYLHZ WKH SHUVRQV LQYROYHG L
VWDWHPHQWY LQFOXGLQJ RXU &KLHI )LQDQFLDO 2IILFHU DQG WKRVH SHUVRQV
ILQDQFLDO GHSDUWPHQW

2XU DXGLW FRPPLWWHH VKDOO EH FRPSULVHG RI DW OHDVW WZR PHPEHUYV IURF
DIWHU FRQVXOWDWLRQ ZLWK RXU DSSRLQWPHQWY DQG FRPSHQVDWLRQ FRPPLW
DFFRUGDQFH ZLWK 1DVGDT V OLVWLQJ UXOHV DQG 5XOH $ RI WKH ([FKDQJH ¢
OLGGOH1H[W &RUSRUDWH *RYHUQDQFH &RGH $W OHDVW RQH PHPEHU VKDOO KL

JXUWKHU XQGHU )UHQFK ODZ DQ DXGLW FRPPLWWHH PD\ RQO\ KDYH WZR PHPEF
PHPEHU DXGLW FRPPLWWHH :H FXUUHQWO\ KDYH WZR PHPEHUV RQ RXU DXGLW

&XUUHQWO\ RXU DXGLW FRPPLWWHH LV FRPSULVHG RI WZR PHPEHUV O0U (QQR
DQG OU /DXUHQW &RQGRPLQH LQGHSHQGHQW PHPEHU DQG RQH REVHUYHU 0l
YRWLQJ FDSDFLW\ 2XU VXSHUYLVRU\ ERDUG KDV GHWHUPLQHG WKDW 0U 6SLOC
GHILQHG E\ 6(& UXOHV DQG UHIJXODWLRQV DQG WKDW HDFK PHPEHU TXDOLILHV
OLVWLQJ UXOHYV

2XU DXGLW FRPPLWWHH PHW VHYHQ WLPHV LQ
$SSRLQWPHQWY DQG &RPSHQVDWLRQ &RPPLWWHH

2XU DSSRLQWPHQWY DQG FRPSHQVDWLRQ FRPPLWWHH SURYLGHV UHFRPPHQGD)
VXSHUYLVRU\ ERDUG PHPEHUV RQ WKH FRPSRVLWLRQ DQG FRPSHQVDWLRQ SRO
DQG DOVR SUHSDUHY DQ\ UHODWHG UHSRUWYVY WR EH SURYLGHG E\ XV

7KH SULQFLSDO GXWLHY DQG UHVSRQVLELOLWLHV RI RXU DSSRLQWPHQWYV DQG
OLPLWHG WR

a PDNLQJ UHFRPPHQGDWLRQV RQ WKH FRPSRVLWLRQ RI WKH H[HFXWLYH DQ
ERDUGxXxV FRPPLWWHHYV
a4 DQQXDOO\ HYDOXDWLQJ LQGHSHQGHQFH DQG VXEPLWWLQJ WR RXU VXSHU
TXDOLI\ DV LQGHSHQGHQW PHPEHUV EDVHG RQ 1DVGDT V OLVWLQJ UXOHV
ZHOO DV WKH FULWHULD VHW IRUWK LQ WKH OLGGOH1H[W &RUSRUDWH *RY
HVWDEOLVKLQJ D VXFFHVVLRQ SODQ IRU RXU H[HFXWLYH RIILFHUV DQG D\
VHOHFWLRQ DQG HYDOXDWLRQ RI HIHFXWLYH DQG VXSHUYLVRU\ ERDUG P}
a4 UHYLHZLQJ WKH PDLQ REMHFWLYHV UHFRPPHQGHG E\ PDQDJHPHQW UHJDU
QRQ H[HFXWLYH RIILFHUV RI WKH &RPSDQ\ LQFOXGLQJ XQGHU IUHH VKDUF
4 UHYLHZLQJ HTXLW\ LQFHQWLYH SODQV LQFOXGLQJ IUHH VKDUH SODQV DQ
SHQVLRQ DQG FRQWLQJHQF\ VFKHPHY DQG EHQHILWV LQ NLQG IRU QRQ HJ

Q-
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3%

PDNLQJ UHFRPPHQGDWLRQV WR RXU VXSHUYLVRU\ ERDUG UHJDUGLQJ
} WKH FRPSHQVDWLRQ SHQVLRQ DQG FRQWLQJHQF\ VFKHPHV EHQHIL)
SHFXQLDU\ ULJKWV LQFOXGLQJ WHUPLQDWLRQ RI WKH PHPEHUV RI
PDNHV UHFRPPHQGDWLRQV RQ WKH DPRXQW DQG VWUXFWXUH RI H[H
WDNLQJ LQWR DFFRXQW VWUDWHJ\ REMHFWLYHV RXWFRPHV DQG JI
} WKH IUHH VKDUH DQG VWRFN RSWLRQ SODQV DV ZHOO DV DQ\ VLPLC
SDUWLFXODU WKH DOORFDWLRQ WR PHPEHUV RI WKH H[HFXWLYH ER
PDNLQJ UHFRPPHQGDWLRQV WR RXU VXSHUYLVRU\ ERDUG UHJDUGLQJ FRP
FRPSHQVDWLRQ DQG H[SHQVH UHLPEXUVHPHQW IRU WKH PHPEHUV RI WKH
FRUSRUDWH JRDOV DQG REMHFWLYHV DQG SHUIRUPDQFH RI VXSHUYLVRU\
REMHFWLYHYV
a4 SUHSDULQJ DQG SUHVHQWLQJ WKH UHSRUWY SURYLGHG IRU LQ WKH VXSH
a PDNLQJ DQ\ RWKHU UHFRPPHQGDWLRQ WKDW PLJKW EH UHTXHVWHG E\ RX!
FRPSHQVDWLRQ DQG
a JHQHUDOO\ DGYLVLQJ WKH VXSHUYLVRU\ ERDUG DQG PDNLQJ UHFRPPHQGI
DERYH

4%

2XU DSSRLQWPHQWY DQG FRPSHQVDWLRQ FRPPLWWHH VKDOO EH FRPSULVHG RI
WKH VXSHUYLVRU\ ERDUG &XUUHQWO\ RXU DSSRLQWPHQWY DQG FRPSHQVDWLI
OV $QQH ODULH *UDIILQ FKDLUZRPDQ 'U $0DLQ +HUUHUD DQG OU /DXUHQW &
2XU DSSRLQWPHQWY DQG FRPSHQVDWLRQ FRPPLWWHH PHW ILYH WLPHV LQ
&RGH Rl %XVLQHVV &RQGXFW DQG (WKLFV

'H KDYH DGRSWHG D &RGH RI %XVLQHVV &RQGXFW DQG (WKLFV U&RGH RI &RQG
RXU VXEVLGLDULHV HPSOR\HHV H[HFXWLYH ERDUG PHPEHUV DQG VXSHUYLVRI
DYDLODEOH RQ RZZ DHDRMRELHREWURRPSHUYLVRU\ ERDUG LV UHVSRQVLEOH IRU R
&RQGXFW DQG LV UHTXLUHG WR DSSURYH DQ\ ZDLYHUV RI WKH &RGH Rl &RQGXF
DQG VXSHUYLVRU\ ERDUG PHPEHUV :H H[SHFW WKDW DQ\ DPHQGPHQWYV WR WKF
UHTXLUHPHQWY ZLOO EH GLVFORVHG RQ RXU ZHEVLWH

' (PSOR\HHV

$V Rl "HFHPEHU ZH KDG IXOO WLPH HPSOR\HHV 2] RXU IXOO WLPH HPS(
DQG GHYHORSPHQW DQG KROG D GRFWRUDWH LQ PHGLFLQH SKDUPDF\ RU VFI

$V RI '"HFHPEHU RI RXU HPSOR\HHVY ZHUH ORFDWHG LQ J)UDQFH DQG R
8QLWHG 6WDWHYV 1RQH RI RXU HPSOR\HHV LV VXEMHFW WR D FROOHFWLYH EDU

‘H FRQVLGHU RXU UHODWLRQVKLS ZLWK RXU HPSOR\HHV WR EH JRRG
( 6KDUH 2ZQHUVKLS

JRU LQIRUPDWLRQ UHJDUGLQJ WKH VKDUH RZQHUVKLS RI RXU VXSHUYLVRU\ DQC
&RPSHQVDWLRQU DQG U,WHP $ ODMRU 6KDUHKROGHUV U

,7(0 0$-25 6+$5(+2/'(56 $1' 5(/$7(' 3$57< 75$16$&7,216
$ ODMRU 6KDUHKROGHUYV

7KH IROORZLQJ WDEOH VHWV IRUWK LQIRUPDWLRQ ZLWK UHVSHFW WR WKH EHQ
IRU

3%

HDFK SHUVRQ RU JURXS RI DIILOLDWHG SHUVRQV NQRZQ E\ XV WR EHQHI
RXWVWDQGLQJ RUGLQDU\ VKDUHV

HDFK RI RXU VXSHUYLVRU\ ERDUG PHPEHUV DQG H[HFXWLYH ERDUG PHPEH
DOO RI RXU VXSHUYLVRU\ ERDUG PHPEHUV DQG H[HFXWLYH ERDUG PHPEHL!L

QD Q-

%YHQHILFLDO RZQHUVKLS LV GHWHUPLQHG LQ DFFRUGDQFH ZLWK WKH UXOHV RI
EHQHILFLDO RZQHUVKLS RI VHFXULWLHYVY WR SHUVRQV ZKR SRVVHVYVY VROH RU VI
UHVSHFW WR WKRVH VHFXULWLHY DQG LQFOXGH RUGLQDU\ VKDUHV WKDW FDQ |
SHUFHQWDJH RZQHUVKLS LQIRUPDWLRQ VKRZQ LQ WKH WDEOH LV EDVHG XSRQ
$SULO ,Q FRPSXWLQJ WKH QXPEHU RI RUGLQDU\ VKDUHV EHQHILFLDOO\ R.
RZQHUVKLS RI WKDW SHUVRQ ZH GHHPHG RXWVWDQGLQJ RUGLQDU\ VKDUHV VX
RSWLRQV KHOG E\ WKDW SHUVRQ WKDW DUH LPPHGLDWHO\ HIHUFLVDEOH RU HJl
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KDYH DVVXPHG QR YHVWLQJ RI RXWVWDQGLQJ I[UHH VKDUHYV :H GLG QRW GHHP
SXUSRVH RI FRPSXWLQJ WKH SHUFHQWDJH RZQHUVKLS RI DQ\ RWKHU SHUVRQ

([FHsSw DV RWKHUZLVH LQGLFDWHG LQ WKH IRRWQRWHY EHORZ WKH WDEOH ZH

WKDW WKH SHUVRQV QDPHG LQ WKH WDEOH EHORZ KDYH VROH YRWLQJ DQG LQ"

EHQHILFLDOO\ RZQHG E\ WKHP VXEMHFW WR DSSOLFDEOH FRPPXQLW\ SURSHUW

QHFHVVDULO\ LQGLFDWLYH RI EHQHILFLDO RZQHUVKLS IRU DQ\ RWKHU SXUSRVFE
J RI WKH 6HFXULWLHYV $FW

7KH LQIRUPDWLRQ LQ WKH WDEOH EHORZ LV EDVHG RQ LQIRUPDWLRQ IXUQLVKH
PDGH E\ WKH VKDUHKROGHUV LQ )UDQFH ([FHSW DV RWKHUZLVH LQGLFDWHG LC
ERDUG PHPEHUV H[HFXWLYH ERDUG PHPEHUV DQG QDPHG EHQHILFLDO RZQHUYV
:DWWLJIJQLHV 3bUuLV )UDQFH

1DPH RI %HQHILFLDO 2ZQHU ZUGug?gﬁgDUHV‘%HQH“

1XPEHU

6KDUHKROGHUYV
(QWLWLHV DIILOLDWHG ZLWK ,QYXV 3XEOLF (TXLWLHV / 3
%DLOOLH *LIIRUG &R
4ADWDU +ROGLQJ //&
6XSHUYLVRU\ %RDUG DQG ([HFXWLYH %RDUG OHPEHUV
IDXUHQW /HY\ 3K '
3KLOLSSH ODXEHUQD > @
$QQH -XOLHWWH +HUPDQW
/IDXUHQW &RQGRPLQH
$0DLQ +HUUHUD 0 '
&KULVWRSKH 'RXDW
$QQH ODULH *UDIILQ
(QQR 6SLOOQH
$00 6XSHUYLVRU\ %RDUG DQG ([HFXWLYH %RDUG PHPEHUV DV D JURX

V V. V V V

@
@
@
@
@
S

SHUVI

5HSUHVHQWY EHQHILFLDO RZQHUVKLS RI OHVV WKDQ

&RQVLVWYV RI RUGLQDU\ VKDUHV DQG $'6V GLUHFWO\ KHOG E\ ,QYXV 3XEOL
HQWLWLHYV DIILOLDWHG ZLWK ,QYXV ZHUH UHSRUWHG SXUVXDQW WR D 6FKHGXOH * DPH
7KH UHJLVWHUHG RIILFH RI WKH HOQWLWLHYV DIILOLDWHG ZLWK ,QYXV LV /HILQIJWRQ $YF

&RQVLVWV RI RUGLQDU\ VKDUHV DQG $'6V $PRXQWV EHQHILFLDOO\ RZQHG
6FKHGXOH * ILOHG ZLWK WKH 6(& RQ -DQXDU\ E\ %DLOOLH *LIIRUG &R 7KH DGG!
5RZ (GLQEXUJK (+ $1
&RQVLVWV RI $'6V 7KH DGGUHVV RI 4DWDU +ROGLQJ //& LV 2RUHGRR 7RZHU %
=RQH 'RKD 3 2 %R] 4ADWDU
&RQVLVWV RI RUGLQDU\ VKDUHV DQG RUGLQDU\ VKDUHV LVVXDEOH XSRQ H[H
&RQVLVWV RI RUGLQDU\ VKDUHV DQG RUGLQDU\ VKDUHV LVVXDEOH XSRQ H[H
&RQVLVWV RI RUGLQDU\ VKDUHY XSRQ H[HUFLVH RI IRXQGHUV! ZDUUDQWYV DQG VWR
&RQVLVWV RI RUGLQDU\ VKDUHV KHOG E\ 6&, 7TRXFRQGR Rl ZKLFK HQWLW\ 0U &R
VKDUHV LVVXDEOH XSRQ H[HUFLVH Rl ZDUUDQWYV
&RQVLVWYV RI RUGLQDU\ VKDUHV KHOG E\ 6&, 7TRXFRQGR Rl ZKLFK HQWLW\ OU &RQGRPLQH

XSRQ H[HUFLVH RI ZDUUDQWYV
&RQVLVWYV RI RUGLQDU\ VKDUHV LVVXDEOH XSRQ H[HUFLVH RI ZDUUDQWYV

&RQVLVWYV RI RUGLQDU\ VKDUHV DQG RUGLQDU\ VKDUHV LVVXDEOH XSRQ H[HUFLVH F
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% 5HODWHG 3DUW\ 7UDQVDFWLRQV

,W LV WKH SROLF\ Rl WKH VXSHUYLVRU\ ERDUG WKDW LQ RUGHU WR PLWLJDWH
ZKHQHYHU D PDWWHU FRPHV EHIRUH WKH VXSHUYLVRU\ ERDUG IRU LWV FRQVLG
ERDUG PHPEHU KDV D SRWHQWLDO LQWHUHVW VXFK PHPEHU VKDOO EH UHFXVH
YRWLQJ LQ DQ\ GHFLVLRQV RQ VXFK PDWWHU

$JUHHPHQWYV ZLWK 2XU 'LUHFWRUV DQG ([HFXWLYH 2IILFHUV

'LUHFWRU DQG ([HFXWLYH 2IILFHU &RPSHQVDWLRQ

6HH U,WHP % &RPSHQVDWLRQ RI 'LUHFWRUV DQG ([HFXWLYH 2IILFHUVUO IRU LQ
GLUHFWRUV DQG H[HFXWLYH RIILFHUV

(TXLW\ $ZDUGV

6LQFH -DQXDU\ ZH KDYH JUDQWHG HTXLW\ DZDUGV WR FHUWDLQ RI RXU G

a 2Q ODUFK ZH JUDQWHG VWRFN RSWLRQV DQG IUHH VKDUH
HIHFXWLYH ERDUG

a 2Q ODUEFK ZH JUDQWHG ZDUUDQWYV WR PHPEHUV RI RXU VXSHUY

6HH U,WHP $ ODMRU 6KDUHKROGHUVU IRU LQIRUPDWLRQ UHJDUGLQJ HTXLW\ D
5HODWHG 3HUVRQ 7UDQVDFWLRQV 3ROLF\

‘H KDYH DGRSWHG D UHODWHG SDUW\ WUDQVDFWLRQ SROLF\ WKDW VHWYV IRUWI
FRQVLGHUDWLRQ DQG DSSURYDO RU UDWLILFDWLRQ RI UHODWHG SDUW\ WUDQV
SDUW\ WUDQVDFWLRQ LV GHILQHG DV D WUDQVDFWLRQ DUUDQJHPHQW RU Ul
DUUDQJHPHQWY RU UHODWLRQVKLSYVY LQ ZKLFK ZH DQG DQ\ UHODWHG SDUWLH'
KDYH D GLUHFW RU LQGLUHFW LQWHUHVW LQ ZKLFK WKH DPRXQW LQYROYHG H
WUDQVDFWLRQ XQGHU J)UHQFK ODZ ZKLFK IDOOV ZLWKLQ WKH VFRSH RI $UWLFO
SXUSRVHV RI WKLV SROLF\ D UHODWHG SDUW\ LV DQ\ H{HFXWLYH ERDUG PHPEH
RZQHU RI PRUH WKDQ ILYH SHUFHQW RI DQ\ FODVV RI RXU YRWLQJ VHFXULW
LPPHGLDWH IDPLO\ PHPEHUVY DQG DQ\ HQWLW\ RZQHG RU FRQWUROOHG E\ VXFK

8QGHU WKH SROLF\ UHODWHG SDUW\ WUDQVDFWLRQV PXVW EH UHSRUWHG WR
KDV EHHQ LGHQWLILHG DV D UHODWHG SDUW\ WUDQVDFWLRQ LQFOXGLQJ DQ\ V
ZKHQ RULJLQDOO\ FRQVXPPDWHG RU DQ\ WUDQVDFWLRQ WKDW ZDV QRW LQLWL]
FRQVXPPDWLRQ RXU PDQDJHPHQW PXVW SUHVHQW LQIRUPDWLRQ UHJDUGLQJ W
ERDUG IRU UHYLHZ FRQVLGHUDWLRQ DQG DSSURYDO RU UDWLILFDWLRQ &HUW
FRPPLWWHH ZKLFK PD\ PDNH UHFRPPHQGDWLRQV WR WKH VXSHUYLVRU\ ERDUG
WUDQVDFWLRQ LQ DQ\ FDVH WKH UHODWHG SDUW\ WUDQVDFWLRQ ZLOO EH VX
FRQVLGHUDWLRQ DQG DSSURYDO RU UDWLILFDWLRQ 7KH SUHVHQWDWLRQ PXVV
PDWHULDO IDFWV WKH LQWHUHVWVY LQ WKH WUDQVDFWLRQ GLUHFW DQG LQGL
WUDQVDFWLRQ DQG ZKHWKHU WKH WUDQVDFWLRQ LV RQ WHUPV WKDW DUH FRP
FDVH PD\ EH DQ XQUHODWHG WKLUG SDUW\ RU WR RU IURP HPSOR\HHV JHQHUD
WKDW ZH GHHP UHDVRQDEO\ QHFHVVDU\ IURP HDFK PHPEHU RI RXU H[HFXWLYH
H[WHQW IHDVLEOH VLJQLILFDQW VKDUHKROGHU WR HQDEOH XV WR LGHQWLI\ D
WR HIITHFWXDWH WKH WHUPV RI WKH SROLF\

'H FRPSO\ ZLWK JUHQFK ODZ UHJDUGLQJ DSSURYDO Rl WUDQVDFWLRQV ZLWK UF
DUWLFOHV / HW VHT RI WKH J)UHQFK &RPPHUFLDO &RGH RXU H[HFXWLYH E
VXSHUYLVRU\ ERDUG RI DQ\ DJUHHPHQW RU VLPLODU WUDQVDFWLRQ XQGHU )UF

RI WKH JUHQFK &RPPHUFLDO &RGH HQWHUHG LQWR GXULQJ WKH SDVW ILVF
WKH SXUSRVH DQG ILQDQFLDO FRQGLWLRQV RI WKHVH DJUHHPHQWYV DQG FRQIL
DJUHHPHQWY PHDQLQJ DJUHHPHQWYV UHODWLQJ WR FXUUHQW RSHUDWLRQV DQ
DFFRUGDQFH ZLWK $UWLFOH / RI WKH JUHQFK &RPPHUFLDO &RGH ZH VKL
UHODWHG WR DQ\ UHODWHG SDUW\ WUDQVDFWLRQ HQWHUHG LQWR E\ QR ODWH

,Q DGGLWLRQ ZH KDYH DGRSWHG D &RGH RI %XVLQHVV &RQGXFW DQG (WKLFV ¢
PHPEHUV RI RXU VXSHUYLVRU\ DQG H[HFXWLYH ERDUGY KDYH DQ DIILUPDWLYH |
UHODWLRQVKLS WKDW UHDVRQDEO\ FRXOG EH H[SHFWHG WR JLYH ULVH WR D FI

,Q FRQVLGHULQJ UHODWHG SDUW\ WUDQVDFWLRQV RXU VXSHUYLVRU\ ERDUG Z
FLUFXPVWDQFHY LQFOXGLQJ EXW QRW OLPLWHG WR
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WKH EHQHILWY DQG SHUFHLYHG EHQHILWYV WR XV

WKH RSSRUWXQLW\ FRVWV RI DOWHUQDWLYH WUDQVDFWLRQV

WKH PDWHULDOLW\ DQG FKDUDFWHU RI WKH UHODWHG SDUW\xV LQWHUHV!
WKH DFWXDO RU DSSDUHQW FRQIOLFW RI LOWHUHVW RI WKH UHODWHG SD
WKH WHUPVY DYDLODEOH WR RU IURP DV WKH FDVH PD\ EH XQUHODWHG W
JHQHUDOO\

Q@ W Q-

7KH SROLF\ UHTXLUHV WKDW LQ GHWHUPLQLQJ ZKHWKHU WR DSSURYH UDWLI\
VXSHUYLVRU\ ERDUG PXVW FRQVLGHU LQ OLJKW RI NQRZQ FLUFXPVWDQFHV ZK
ZLWK RXU EHVW LQWHUHVWY DQG WKRVH RI RXU VKDUHKROGHUV DV RXU VXSH
H[HUFLVH RI LWV GLVFUHWLRQ

$00 RI WKH WUDQVDFWLRQV UHIHUUHG WR DERYH ZHUH HQWHUHG LQWR SULRU
WUDQVDFWLRQ SROLF\ EXW DOO ZHUH DSSURYHG E\ RXU VXSHUYLVRU\ ERDUG W
JUHQFK ODZ

& ,QWHUHVWV RI ([SHUWV DQG &RXQVHO

1RW DSSOLFDEOH

,7(0 ),1$1&,%$/ ,1)250%$7,21

$ &RQVROLGDWHG 6WDWHPHQWY DQG 2WKHU )LQDQFLDO ,QIRUPDWLRQ
&RQVROLGDWHG )LQDQFLDO VWDWHPHQWYV

2XU DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH DSSHQGHG DW WK
DQG IRUP D SDUW KHUHRI

/HIDO 3URFHHGLQJV

JURP WLPH WR WLPH ZH PD\ EH LQYROYHG LQ YDULRXV FODLPV DQG OHJDO SUR
RSHUDWLRQV :H DUH QRW FXUUHQWO\ D SDUW\ WR DQ\ OHJDO SURFHHGLQJV W
WR KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVVY S5HJDUGOHVV RI RXW
XV EHFDXVH RI GHIHQVH DQG VHWWOHPHQW FRVWY GLYHUVLRQ RI PDQDJHPHQ\

'LYLGHQG 'LVWULEXWLRQ

‘H KDYH QHYHU GHFODUHG RU SDLG DQ\ FDVK GLYLGHQGV RQ RXU RUGLQDU\ VK
GLYLGHQGY RQ RXU HTXLW\ VHEXULWLHY LQ WKH IRUHVHHDEOH IXWXUH DQG LQ
HDUQLQJV IRU XVH LQ WKH RSHUDWLRQ DQG H[SDQVLRQ RI RXU EXVLQHVYV

6XEMHFW WR WKH UHTXLUHPHQWY RI )UHQFK ODZ DQG RXU %\ ODZV GLYLGHQG
SURILWY SOXV DQ\ DPRXQWV KHOG LQ RXU DYDLODEOH UHVHUYHV ZKLFK DUH |
UHVHUYHY DQG WKH UHYDOXDWLRQ VXUSOXV 7KH VHFWLRQ RI WKLV $QQXDO 5¢
DQG 2WKHU )LQDQFLDO ,QIRUPDWLRQO'LYLGHQG 'LVWULEXWLRQU SURYLGHV IXL
GHFODUH DQG SD\ GLYLGHQGV 'LYLGHQG GLVWULEXWLRQV LI DQ\ ZLOO EH PD(
UHVSHFW WR WKH $'6V DV SURYLGHG LQ WKH GHSRVLW DJUHHPHQW

$SSURYDO RI 'BXUGMODQW WR )UHQFK ODZ RXU H[HFXWLYH ERDUG PD\ SURSRVH
GLVWULEXWLRQ IRU DSSURYDO E\ WKH VKDUHKROGHUVY DW WKH DQQXDO RUGLQ
VWDWHPHQWY RI 1DQRELRWL][ 6 $

8SRQ UHFRPPHQGDWLRQ RI RXU H[HFXWLYH ERDUG RXU VKDUHKROGHUV PD\ GH
GLVWULEXWDEOH SURILWYV WR VSHFLDO RU JHQHUDO UHVHUYHV WR FDUU\ WKH
RU WR DOORFDWH WKHP WR WKH VKDUHKROGHUYV DV GLYLGHQGV +RZHYHU GLY
VXFK GLVWULEXWLRQ RXU QHW DVVHWYVY DUH RU ZRXOG EHFRPH ORZHU WKDQ Wi
WKH OHJDO UHVHUYHV ZKLFK XQGHU )UHQFK ODZ PD\ QRW EH GLVWULEXWHG V
SOXV WKH DPRXQW RI RXU OHJDO DQG RWKHU UHVHUYHV ZKLFK PD\ QRW EH GL\
'"HFHPEHU ORUHRYHU WKH VWDWXWRU\ DFFXPXODWHG GHILFLW LV > (

2XU H[HFXWLYH ERDUG PD\ GLVWULEXWH LQWHULP GLYLGHQGYV DIWHU WKH HQG
ILQDQFLDO VWDWHPHQWY IRU WKH UHOHYDQW ILVFDO \HDU ZKHQ WKH LQWHULP
H[DPLQHG E\ DQ DXGLWRU UHIOHFWV WKDW ZH KDYH HDUQHG GLVWULEXWDEOH
UHFRJQL]JLQJ WKH QHFHVVDU\ GHSUHFLDWLRQ DQG SURYLVLRQV DQG DIWHU GH
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DOORFDWHG WR UHVHUYHV DV UHTXLUHG E\ ODZ RU WKH %\ ODZV DQG LQFOXC
LQWHULP GLYLGHQGY PD\ QRW H[FHHG WKH DPRXQW RI WKH SURILW VR GHILQH(
'LVWULEXWLRQ RIYLGHGBY@OWH GLVWULEXWHG WR VKDUHKROGHUV SURSRUWLR!
WKH FDVH Rl LQWHULP GLYLGHQGY GLVWULEXWLRQV DUH PDGH WR VKDUHKROG
WKH PHHWLQJ LQ ZKLFK WKH GLVWULEXWLRQ RI LQWHULP GLYLGHQGV LV DSSUF
E\ WKH VKDUHKROGHUYV DW DQ RUGLQDU\ JHQHUDO VKDUHKROGHUVx PHHWLQJ F
GHFLVLRQ E\ WKH VKDUHKROGHUV 6KDUHKROGHUV WKDW RZQ VKDUHV RQ WKH
'LYLGHQGV PD\ EH SDLG LQ FDVK RU LI WKH VKDUHKROGHUVx PHHWLQJ VR GHFI
UHFHLYH D ZKROH QXPEHU RI DVVHWV Rl WKH VDPH QDWXUH SDLG LQ OLHX RI F
GHFLVLRQ Rl WKH VKDUHKROGHUVx PHHWLQJ WDNHQ E\ RUGLQDU\ UHVROXWLRQ
UHFHLYH KLV GLYLGHQG LQ FDVK RU LQ VKDUHYV

% 6LIJQLILFDQW &KDQJHV

1RQH

,7(0  7+( 2))(5 $1' /,67,1*

$ 21IHU DQG /LVWLQJ 'HWDLOV

2XU $'6V KDYH EHHQ OLVWHG RQ 1DVGDT *OREDO 6HOHFW ODUNHW XQGHU WKH
3ULRU WR WKDW GDWH WKHUH ZDV QR SXEOLF WUDGLQJ PDUNHW IRU RXW $'6V
UHJXODWHG PDUNHW RI (XURQH[W LQ 3DULV XQGHU WKH V\PERO U1$120 VLQFH
SXEOLF WUDGLQJ PDUNHW IRU RXU $'6V RU RXU RUGLQDU\ VKDUHV 1R VLJQLIL]
SULRU WKUHH \HDUV

% 30DQ RI 'LVWULEXWLRQ

1RW DSSOLFDEOH

& ODUNHWYV

JRU LQIRUPDWLRQ UHJDUGLQJ WKH VWRFN H[FKDQJHV DQG UHJXODWHG PDUNHMW
OLVWHG VHH U,WHP $ 2IIHU DQG /LVWLQJ 'HWDLOV U

' 6HOOLQJ 6KDUHKROGHUYV
1RW DSSOLFDEOH

( 'LOXWLRQ

1RW DSSOLFDEOH

) ([SHQVHV RI WKH ,VVXH

1RW DSSOLFDEOH

,7(0 $'',7,21%/ ,1)250%$7,21

$ 6KDUH &DSLWDO

1RW DSSOLFDEOH

% OHPRUDQGXP DQG $UWLFOHV RI $VVRFLDWLRQ

.H\ BURYLVLRQV RI 2XU %\ ODZV DQG JUHQFK /DZ $IIHFWLQJ 2XU 2UGLQDU\ 6KDU
7KH GHVFULSWLRQ EHORZ UHIOHFWV WKH WHUPV RI RXU %\ ODZV DQG VXPPDUL
RUGLQDU\ VKDUHV XQGHU )UHQFK ODZ 30HDVH QRWH WKDW WKLV LV RQO\ D VX

IXUWKHU LQIRUPDWLRQ SOHDVH UHIHU WR WKH IXOO YHUVLRQ RI RXU %\ ODzV
5HSRUW
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&RUSRUDWH 3XUSRVH $UWLFOH RI WKH %\ ODZV

2XU FRUSRUDWH SXUSRVH HLWKHU GLUHFWO\ RU LQGLUHFWO\ LQ SDUWLFXOD!L
LQ JUDQFH DQG DEURDG LV

a4 WKH UHVHDUFK DQG GHYHORSPHQW LQ QDWXUDO DQG SK\VLFDO VFLHQFH\
a WKH ILOLQJ VWXG\ DFTXLVLWLRQ JUDQWLQJ RI DQ\ SDWHQWYV OLFHQVH)
VSHFLDOL]HG NQRZOHGJH FRQQHFWHG RU UHODWLQJ LQ DQ\ ZD\ WR WKH |
SXUSRVH
WKH GHVLJQ GHYHORSPHQW SURGXFWLRQ PDUNHWLQJ LPSRUWDWLRQ |
GUXJV SKDUPDFHXWLFDO VSHFLDOWLHY PHGLFDO GHYLFHV DQG RWKHU k
a WKH FUHDWLRQ DFTXLVLWLRQ UHQWDO OHDVH PDQRDJEYHHVFRP BB OFEX V
OHDVH LQVWDOODWLRQ RSHURWYGRQGRI FORAD HWRHD EMD\W \DKPPGH QRWNVKRSV L
DQ\ Rl WKH VSHFLILHG DFWLYLWLHYV
a4 WKH SDUWLFLSDWLRQ LQ DQ\ WUDQVDFWLRQV WKDW PD\ UHODWH WR RXU
VXEVFULELQJ RU SXUFKDVLQJ VHEXULWLHY RU FRUSRUDWH ULJKWV PHUJI
PRUH JHQHUDOO\ DOO ILQDQFLDO FRPPHUFLDO LQGXVWULDO WUDQVDFW
PRYDEOH SURSHUWLHY UHODWLQJ GLUHFWO\ RU LQGLUHFWO\ WR DQ\ RI W
VLPLODU RU UHODWHG SXUSRVH LQ RUGHU WR SURPRWH WKHLU GHYHORS

Q-

3%

6XSHUYLVRU\ %RDUG &RQVHLO GH VXUYHLOODQFH
4XRUXP DQG YRWLQJ $SUWLFOH RI WKH %\ ODzZV

7KH VXSHUYLVRU\ ERDUG PD\ RQO\ GHOLEHUDWH LI DW OHDVW KDOI RI WKH PHP
PDQQHU SURYLGHG IRU LQ RXU %\ ObDZV ,Q SDUWLFXODU )UHQFK ODZ DQG WKH
PHPEHUV WR DWWHQG PHHWLQJV RI WKH VXSHUYLVRU\ ERDUG LQ SHUVRQ RU W
YLGHRFRQIHUHQFH RU RWKHU WHOHFRPPXQLFDWLRQV DUUDQJHPHQWY ,Q DGGL
JUDQW DQRWKHU VXSHUYLVRU\ ERDUG PHPEHU D SUR[\ WR UHSUHVHQW KLP RU
QR PHPEHU FDQ KROG PRUH WKDQ RQH SUR[\ DW DQ\ PHHWLQJ ORUHRYHU VLQF
E\ WKH VKDUHKROGHUVx PHHWLQJ KHOG RQ 0D\ WKH PHPEHUV RI WKH VX
FHUWDLQ VSHFLILF GHFLVLRQV E\ ZULWWHQ FRQVXOWDWLRQ VXFK DV FRQYHQI
DSSRLQWPHQWYV WR WKH VXSHUYLVRU\ ERDUG LQ DFFRUGDQFH ZLWK $UWLFOH /
'"HFLVLRQV RI WKH VXSHUYLVRU\ ERDUG DUH DGRSWHG E\ WKH PDMRULW\ Rl WKI
UHSUHVHQWHG LW EHLQJ VSHFLILHG WKDW LQ FDVH RI D YRWH VSOLW WKH FK
GHFLGLQJ YRWH

6XSHUYLVRU\ ERDUG PHPEHUV®Z® YRWLQJ SRZHUV RQ SURSRVDOV DUUDQJHPHQMW
PDWHULDOO\ LOQOWHUHVWHG $UWLFOH RI WKH %\ ODZV

8QGHU )UHQFK ODZ DQ\ DJUHHPHQW HQWHUHG LQWR GLUHFWO\ RU WKURXJK D
RXU VXSHUYLVRU\ ERDUG WKDW LV QRW HQWHUHG LQWR LQ WKH RUGLQDU\ F
DQG FRQGLWLRQV LV VXEMHFW WR WKH SULRU DXWKRUL]JDWLRQ RI WKH VXSHUY
PHPEHU

7KH IRUHJRLQJ UHTXLUHPHQWY DOVR DSSO\ WR DJUHHPHQWY EHWZHHQ XV DQG
DJUHHPHQWY EHWZHHQ XV DQG DQRWKHU FRPSDQ\ SURYLGHG WKDW WKH FRPS
VXEVLGLDULHV LI RQH RI WKH PHPEHUV RI RXU H[HFXWLYH RU VXSHUYLVRU\ ER
GLUHFWRU JHQHUDO PDQDJHU RU PHPEHU RI WKH H[HFXWLYH RU VXSHUYLVRU\
DJUHHPHQWY LQ ZKLFK RQH RI WKH PHPEHUV RI RXU H[HFXWLYH RU VXSHUYLVR

6XSHUYLVRU\ ERDUG PHPEHUV@ FRPSHQVDWLRQ

7KH DJJUHJDWH DPRXQW RI IHHV Rl WKH VXSHUYLVRU\ ERDUG LV GHWHUPLQHG
PHHWLQJ 7KH VXSHUYLVRU\ ERDUG WKHQ GLYLGHV DOO RU SDUW DW WKH VXS
DPRXQW DPRQJ VRPH RU DOO RI LWV PHPEHUV E\ D VLPSOH PDMRULW\ YRWH ,Q
H[FHSWLRQDO FRPSHQUDWILRIORQYV H[WRSMORIXQEAOBVWHPEHUV RQ D FDVH E\ FD
VSHFLDO DQG WHPSRUDU\ DVVLIJQPHQWY 7KH VXSHUYLVRU\ ERDUG PD\ DOVR D}
WUDYHO DQG DFFRPPRGDWLRQ H[SHQVHV DV ZHOO DV RWKHU H[SHQVHV LQFXU
YXUWKHUPRUH 6XSHUYLVRU\ ERDUG PHPEHUV PD\ EH RIITHUHG WKH RSWLRQ RI V.
ZDUUDQWY WKH LVVXH SULFH Rl ZKLFK ZLOO EH GHWHUPLQHG RQ WKH GD\ RI L
FKDUDFWHULVWLFV LI QHFHVVDU\ ZLWK WKH DVVLVWDQFH RI DQ LQGHSHQGHQ\
HPSOR\HG E\ XV UHFHLYH VHSDUDWH FRPSHQVDWLRQ DV RIILFHUV RU HPSOR\HF
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6XSHUYLVRU\ ERDUGYY ERUURZLQJ SRZHUYV

7TKHUH DUH FXUUHQWO\ QR OLPLWYV LPSRVHG E\ RXU %\ ODZV RQ WKH DPRXQWYV
VXSHUYLVRU\ ERDUG PD\ DSSURYH

6XSHUYLVRU\ ERDUGYYV FRPSRVLWLRQ $UWLFOH RI WKH %\ ODzZV

2XU VXSHUYLVRU\ ERDUG PXVW EH FRPSRVHG RI DW OHDVW WKUHH PHPEHUV E;
WKH VXSHUYLVRU\ ERDUG DUH DSSRLQWHG DQG KDYH WKHLU WHUPV UHQHZHG F
6XSHUYLVRU\ ERDUG PHPEHUV PD\ EH QDWXUDO SHUVRQV RU OHJDO HQWLWLHV
ERDUG PXVW GHVLJQDWH D SHUPDQHQW UHSUHVHQWDWLYH ,I D VXSHUYLVRU\ I
PHHWLQJV WKH VXSHUYLVRU\ ERDUG PD\ DSSRLQW D WHPSRUDU\ PHPEHU WR IL
QH[W RUGLQDU\ JHQHUDO PHHWLQJ RU LI VXFK YDFDQF\ UHVXOWY LQ D QXPEHL
HI[HFXWLYH ERDUG PXVW FDOO DQ RUGLQDU\ JHQHUDO PHHWLQJ LQ RUGHU WR |
6XSHUYLVRU\ ERDUG PHPEHUV® DJH OLPLWYV $UWLFOH RI WKH %\ ODZV

1R PRUH WKDQ RQH WKLUG RI WKH VXSHUYLVRU\ ERDUG PHPEHUV VKDOO EH RO
PHHWLQJ WR EH KHOG RQ $SULO RXU VKDUHKROGHUYV ZLOO EH DVNHG WHR
\HDUV ROG

7HUP RI VXSHUYLVRU\ ERDUG PHPEHU RIILFH $UWLFOH RI WKH %\ ODzV

6XSHUYLVRU\ ERDUG PHPEHUY DUH HOHFWHG IRU VL[ \HDU WHUPV
(PSOR\HH VXSHUYLVRU\ ERDUG PHPEHU OLPLWYVY $UWLFOH RI WKH %\ ODzZV

1R PRUH WKDQ RQH WKLUG Rl WKH VXSHUYLVRU\ ERDUG PHPEHUV PD\ EH SDUW\
6XSHUYLVRU\ ERDUG PHPEHUV®@ VKDUH RZQHUVKLS UHTXLUHPHQWYV

1RQH

([HEXWLYH %RDUG

4XRUXP DQG YRWLQJ $UWLFOH RI WKH %\ ODZV

1R TXRUXP LV UHTXLUHG IRU WKH H[HFXWLYH ERDUG WR GHOLEHUDWH 7KH H[H
D SUR[\ WR UHSUHVHQW WKHP DW D PHHWLQJ RI WKH H[HFXWLYH ERDUG 'HFLVL
PDMRULW\ Rl WKH YRWLQJ ULJKWV KHOG E\ WKH PHPEHUV SUHVHQW LW EHLQJ
RI WKH H[HFXWLYH ERDUG VKDOO QRW KDYH WKH GHFLGLQJ YRWH

([HFXWLYH ERDUG PHPEHUV®Y YRWLQJ SRZHUV RQ SURSRVDOV DUUDQJHPHQWYV
PDWHULDOO\ LQWHUHVWHG

6HH UO6XSHUYLVRU\ ERDUG PHPEHUVx YRWLQJ SRZHUV RQ SURSRVDOV DUUDQ:
PDWHULDOO\ LQWHUHVWHG U

([HFEXWLYH ERDUG PHPEHUV® FRPSHQVDWLRQ

7KH VXSHUYLVRU\ ERDUG GHWHUPLQHY HDFK H[HFXWLYH ERDUG PHPEHUXV FRP:
HI[HFXWLYH ERDUG ([HFXWLYH ERDUG PHPEHUV ZKR DUH HPSOR\HG E\ XV UHFHL
HPSOR\HHV

([HFXWLYH ERDUG@YY ERUURZLQJ SRZHUV $UWLFOH RI WKH %\ ODbzV

7KHUH DUH FXUUHQWO\ QR OLPLWYV LPSRVHG E\ RXU %\ ODZV RQ WKH DPRXQWYV
ERDUG PD\ H[HFXWH

([HFXWLYH ERDUGYY FRPSRVLWLRQ $UWLFOH RI WKH %\ ODzZV

2XU HIHFXWLYH ERDUG PXVW EH FRPSRVHG RI DW OHDVW WZR PHPEHUV EXW PI
WKH H[HFXWLYH ERDUG DUH DSSRLQWHG DQG WKHLU WHUPVY DUH UHQHZHG E\ W
PD\ EH GLVPLVVHG DW WKH RUGLQDU\ JHQHUDO PHHWLQJ DQG E\ WKH VXSHUYL)
DQQXDO PHHWLQJV WKH VXSHUYLVRU\ ERDUG PXVW ZLWKLQ D WZR PRQWK SHU
YDFDQF\ RU PXVW FKDQJH WKH QXPEHU RI HIHFXWLYH ERDUG PHPEHUV
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([HFXWLYH ERDUG PHPEHUV®Y DJH OLPLWY $UWLFOH RI WKH %\ ODzZV
1R PHPEHU RI RXU H[HFXWLYH ERDUG VKDOO EH PRUH WKDQ \HDUV ROG
7THUP RI HITHFXWLYH ERDUG PHPEHU RIILFH $UWLFOH RI WKH %\ ODbzV

7KH H[HFXWLYH ERDUG DV D ZKROH LV HOHFWHG IRU D IRXU \HDU WHUP DQG W
PHPEHU VKDOO H[SLUH RQ WKH VDPH GDWH

(PSOR\HH H[HFXWLYH ERDUG PHPEHU OLPLWV

$ PHPEHU FDQ RQO\ ZRUN DV DQ HPSOR\HH LI KLV RU KHU FRQWUDFW FRUUHVSR
([HFXWLYH ERDUG PHPEHUV®@ VKDUH RZQHUVKLS UHTXLUHPHQWYV

1RQH

5LJKWV 3UHIHUHQFHY DQG 5HVWULFWLRQV $WWDFKLQJ WR 2UGLQDU\ 6KDUHYV
'LYLGHQGV $UWLFOHV DQG RI WKH %\ ODZV

‘H PD\ RQO\ GLVWULEXWH GLYLGHQGV RXW RI RXU UGLVWULEXWDEOH SURILWV |
VKDUHKROGHUYV GHFLGH WR PDNH DYDLODEOH IRU GLVWULEXWLRQ RWKHU WKD
PDLQWDLQHG E\ ODZ U'LVWULEXWDEOH SURILWVU FRQVLVW RI RXU VWDWXWRU
DFFRUGDQFH ZLWK DFFRXQWLQJ VWDQGDUGY DSSOLFDEOH LQ )UDQFH DV LQFU
IRUZDUG IURP SULRU \HDUV OHVV DQ\ FRQWULEXWLRQV WR WKH UHVHUYH DFFF
5HVHUYHU

/HIDO 5HVHUYH $UWLFOH RI WKH %\ ODzV

3XUVXDQW WR )UHQFK ODZ ZH PXVW DOORFDWH DW OHDVW RlI RXU VWDWXWR
IXQG EHIRUH GLYLGHQGYV PD\ EH SDLG ZLWK UHVSHFW WR WKDW \HDU 6XFK DOC
OHJDO UHVHUYH LV HTXDO WR RI WKH DJJUHJDWH SDU YDOXH RI RXU LVVXHG

$SSURYDO RI 'LYLGHQGY $UWLFOH RI WKH %\ ODzZV

3XUVXDQW WR JUHQFK ODZ RXU H[HFXWLYH ERDUG PD\ SURSRVH D GLYLGHQG I
RUGLQDU\ JHQHUDO PHHWLQJ

8SRQ UHFRPPHQGDWLRQ RI RXU H[HFXWLYH ERDUG RXU VKDUHKROGHUV PD\ GH
GLVWULEXWDEOH SURILWYV WR VSHFLDO RU JHQHUDO UHVHUYHV WR FDUU\ WKH
RU WR DOORFDWH WKHP WR WKH VKDUHKROGHUY DV GLYLGHQGV +RZHYHU GLY
VXFK GLVWULEXWLRQ RXU QHW DVVHWYV DUH RU ZRXOG EHFRPH ORZHU WKDQ W
WKH OHJDO UHVHUYHV ZKLFK XQGHU )UHQFK ODZ PD\ QRW EH GLVWULEXWHG VW

2XU H[HFXWLYH ERDUG PD\ GLVWULEXWH LQWHULP GLYLGHQGYV DIWHU WKH HQG
ILQDQFLDO VWDWHPHQWY IRU WKH UHOHYDQW ILVFDO \HDU ZKHQ WKH LQWHULP
H[DPLQHG E\ DQ DXGLWRU UHIOHFWV WKDW ZH KDYH HDUQHG GLVWULEXWDEOH
UHFRJQL]JLQJ WKH QHFHVVDU\ GHSUHFLDWLRQ DQG SURYLVLRQV DQG DIWHU GH
DOORFDWHG WR UHVHUYHV DV UHTXLUHG E\ ODZ RU WKH %\ ODZV DQG LQFOXC
LQWHULP GLYLGHQGY PD\ QRW H[FHHG WKH DPRXQW RI WKH SURILW VR GHILQH(

'LVWULEXWLRQ RI 'LYLGHQGV $UWLFOH RI WKH %\ ODzV

'LYLGHQGY DUH GLVWULEXWHG WR VKDUHKROGHUY SURSRUWLRQDOO\ WR WKHL
GLYLGHQGYV GLVWULEXWLRQV DUH PDGH WR VKDUHKROGHUV RQ WKH GDWH VHYV
WKH GLVWULEXWLRQ RI LQWHULP GLYLGHQGV LV DSSURYHG 7KH DFWXDO GLYL(
DQ RUGLQDU\ JHQHUDO VKDUHKROGHUVx PHHWLQJ RU E\ RXU H[HFXWLYH ERDUC
VKDUHKROGHUYV 6KDUHKROGHUV WKDW RZQ VKDUHV RQ WKH DFWXDO SD\PHQW

'LYLGHQGV PD\ EH SDLG LQ FDVK RU LI WKH VKDUHKROGHUVx PHHWLQJ VR GHFI
UHFHLYH D ZKROH QXPEHU RI DVVHWYVY Rl WKH VDPH QDWXUH SDLG LQ OLHX RI F
GHFLVLRQ RI WKH VKDUHKROGHUVx PHHWLQJ WDNHQ E\ RUGLQDU\ UHVROXWLRQ
UHFHLYH KLV GLYLGHQG LQ FDVK RU LQ VKDUHYV
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7LPLQJ RI 3D\PHQW $UWLFOH RI WKH %\ ODzZV

3XUVXDQW WR JUHQFK ODZ GLYLGHQGV PXVW EH SDLG ZLWKLQ D PD[LPXP SHUL
UHOHYDQW ILVFDO \HDU $Q H[WHQVLRQ RI VXFK WLPHIUDPH PD\ EH JUDQWHG E
ZLWKLQ D SHULRG RI ILYH \HDUV DIWHU WKH SD\PHQW GDWH ZLOO EH GHHPHG V

9RWLQJ 5LIKWV $UWLFOH RI WKH %\ ODzZV

(DFK RI RXU RUGLQDU\ VKDUHVY HQWLWOHV LWV KROGHU WR YRWH DQG EH UHSU
DFFRUGDQFH ZLWK )UHQFK ODZ DQG RXU %\ ODZVUSYRH RZWHR D¥KHS WD QFHKRUR X
%\ ODZV DQG DQ\ GHFLVLRQ RI RXU VKDUHKROGHUYV

,Q JHQHUDO HDFK VKDUHKROGHU LV HQWLWOHG WR RQH YRWH SHU VKDUH DW |
PDMRU VKDUHKROGHUYV GR QRW KDYH GLIITHUHQW YRWLQJ ULJKWV WKDQ RWKHU
JUHQFK ODZ D GRXEOH YRWLQJ ULJKW LV DWWDFKHG WR HDFK UHJLVWHUHG VK
VKDUHKROGHU IRU DW OHDVW WZR \HDUV +RZHYHU $'6V DUH QRW HOLJLEOH IR
RUGLQDU\ VKDUHVY DUH XQOLNHO\ WR PHHW WKH UHTXLUHPHQWYVY WR KDYH GRXE
E\ WKHP

8QGHU )UHQFK ODZ WUHDVXU\ VKDUHV RU VKDUHVY KHOG E\ HQWLWLHYV FRQWUR
QRW WDNHQ LQWR DFFRXQW IRU SXUSRVHV RI TXRUXP FDOFXODWLRQ

5LJKWV WR 6KDUH LQ 2XU 3URILW $UWLFOH RI WKH %\ ODzZV

8QGHU )UHQFK ODZ HDFK RUGLQDU\ VKDUH HQWLWOHYV LWV KROGHU WR D SRUW
WR WKH DPRXQW RI VKDUH FDSLWDO UHSUHVHQWHG WKHUHE\

5LJKWV WR 6KDUH LQ WKH 6XUSOXV LQ WKH (YHQW RI /LTXLGDWLRQ $UWLFOHV

,] ZH DUH OLTXLGDWHG DQ\ DVVHWYVY UHPDLQLQJ DIWHU SD\PHQW RI RXU GHEWYV
REOLJDWLRQV ZLOO ILUVW EH XVHG WR UHSD\ LQ IXOO WKH SDU YDOXH RI RXU
GLVWULEXWHG DPRQJ VKDUHKROGHUVY LQ SURSRUWLRQ WR WKH QXPEHU RI RXU

5HSXUFKDVH DQG 5HGHPSWLRQ RI 6KDUHV

8QGHU )UHQFK ODZ ZH PD\ DFTXLUH RXU RZQ VKDUHV 6XFK DFTXLVLWLRQ PD\ I
DEXVH UHJXODWLRQV +RZHYHU ODUNHW $EXVH 5HIJXODWLRQ (8 1R RI $
UHJXODWLRQV U0$50 SURYLGHV IRU VDIH KDUERU H[HPSWLRQV ZKHQ WKH DFT
WR EH DXWKRUL]JHG E\ WKH VKDUHKROGHUV LQ DFFRUGDQFH ZLWK WKH SURYLV|
&RPPHUFLDO &RGH DQG ZLWK WKH *$QWRDIONZEH X DRDLIRFASDRIUI MG FLHUMRU RQF
RI WKH IROORZLQJ SXUSRVHV ZKLFK VKDOO EH SURYLGHG IRU LQ WKH EX\ EDFN

a WR GHFUHDVH RXU VKDUH FDSLWDO SURYLGHG WKDW VXFK D GHFLVLRQ L
RIIHU LV PDGH WR DOO VKDUHKROGHUV RQ D SUR UDWD EDVLV ZLWK WKH
HIWUDRUGLQDU\ JHQHUDO PHHWLQJ LQ WKLV FDVH WKH VKDUHV UHSXUFI
IURP WKHLU UHSXUFKDVH GDWH

a WR PHHW REOLJDWLRQV DULVLQJ IURP GHEW VHFXULWLHY WKDW DUH H[FK

a WR PHHW RXU REOLJDWLRQV DULVLQJ IURP VKDUH RSWLRQ SURJUDPV RU
RU WR RXU PDQDJHUV RU WKH HPSOR\HHV RU PDQDJHUV RI RXU DIILOLDW}
EH GLVWULEXWHG ZLWKLQ PRQWKYV IURP WKHLU UHSXUFKDVH DIWHU ZK

,Q DGGLWLRQ ZH EHQHILW IURP D VLPSOH H[HPSWLRQ ZKHQ WKH DFTXLVLWLRQ
ZLWK WKH JHQHUDO UHJXODWLRQV RI DQG PDUNHW SUDFWLFHVY DFFHSWHG E\
$00 RWKHU SXUSRVHV DQG HVSHFLDOO\ VKDUH EX\ EDFNV PDGH IRU H[WHUQDC

RI WKH )UHQFK &RPPHUFLDO &RGH ZKLOH QRW IRUELGGHQ PXVW EH SXU
PDQLSXODWLRQ DQG LQVLGHU GHDOLQJ UXOHYV

8QGHU 0$5 DQG LQ DFFRUGDQFH ZLWK WKH *HQHUDO 5HJXODWLRQV RI WKH $0)

WKH HQG RI WKH VHYHQWK GDLO\ PDUNHW VHVVLRQ IROORZLQJ WKH GDWH RI W
UHODWLQJ WR WKH EX\ EDFN SURJUDP LQ D GHWDLOHG IRUP DQG LQ DQ DJJUHJ
$0) RQ D PRQWKO\ EDVLV DQG WR WKH SXEOLF RQ D ELDQQXDO EDVLV D VXPF
OLTXLGLW\ FRQWUDFW

,Q DQ\ FDVH QR VXFK UHSXUFKDVH RI VKDUHV PD\ UHVXOW LQ XV KROGLQJ GLI
EHKDOI PRUH WKDQ L RI RXU LVVXHG VKDUH FDSLWDO RU LL RI RXU LV
VKDUHV WR EH XVHG LQ SD\PHQW RU LQ H[FKDQJH LQ WKH FRQWH[W RI D PHUJH
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6KDUHVY UHSXUFKDVHG E\ XV FRQWLQXH WR EH GHHPHG ULVVXHGU XQGHU )UHQF
YRWLQJ ULJKWV VR ORQJ DV ZH KROG WKHP GLUHFWO\ RU LQGLUHFWO\ DQG ZH
ULJKWV DWWDFKHG WR WKHP

BLQNLQJ )XQG 3URYLVLRQV
2XU %\ ODZV GR QRW SURYLGH IRU DQ\ VLQNLQJ IXQG SURYLVLRQV
JLDELOLW\ WR )XUWKHU &DSLWDO &DOOV

6KDUHKROGHUY DUH OLDEOH IRU FRUSRUDWH OLDELOLWLHY RQO\ XS WR WKH S
IXUWKHU FDSLWDO FDOOV

SHTXLUHPHQWYV IRU +ROGLQJV ([FHHGLQJ &HUWDLQ 3HUFHQWDJHYV

7KHUH DUH QR VXFK UHTXLUHPHQWYV H[FHSW DV GHVFULEHG LQ UO)RUP +ROGL
6KDUHV DQG $'6V E\ 1RQ JUHQFK 3HUVRQV U
$FWLRQV 1HFHVVDU\ WR ORGLI\ 6KDUHKROGHUV®@ 5LJKWYV

6KDUHKROGHUVx ULJKWV PD\ EH PRGLILHG DV SHUPLWWHG E\ )UHQFK ODZ 2QO\
DXWKRUL]JHG WR DPHQG DQ\ bDQG DOO SURYLVLRQV RI RXU %\ ObzV ,W PD\ QRW
FRPPLWPHQWY ZLWKRXW WKH SULRU DSSURYDO RI HDFK VKDUHKROGHU

6SHFLDO 9RWLQJ 5LJKWV RI :DUUDQW +ROGHUV

8QGHU )UHQFK ODZ WKH KROGHUV RI ZDUUDQWV RI WKH VDPH FODVV L H ZDU
ZLWK WKH VDPH ULJKWV LQFOXGLQJ IRXQGHUVx ZDUUDQWYV %63&( DQG ZDUUI
FODVV DW D JHQHUDO PHHWLQJ RI WKDW FODVV RI ZDUUDQW KROGHUV XQGHU F
DQ\ SURSRVHG PRGLILFDWLRQ RI WKH WHUPV DQG FRQGLWLRQV RI WKH FODVYV |
SUHIHUUHG VKDUHV RU DQ\ PRGLILFDWLRQ RI WKH ULJKWV RI DQ\ RXWVWDQGLQ

5XOHV IRU $GPLVVLRQ WR DQG &DOOLQJ $QQXDO 6KDUHKROGHUV@ OHHWLQJV D
OHHWLQJV

$FFHVV WR 3DUWLFLSDWLRQ LQ DQG 9RWLQJ 5LJKWYV DW 6KDUHKROGHUV@ OHH\

7KH ULJKW WR SDUWLFLSDWH LQ D VKDUHKROGHUVx PHHWLQJ LV JUDQWHG WR
WKH\ KROG ZKRVH VKDUHV DUH SDLG XS RU IRU ZKRP D ULJKW WR DWWHQG D V
UHJLVWUDWLRQ RI WKH VKDUHYVY LQ DQ DFFRXQW LQ WKH QDPH RI WKH VKDUHKR
EHKDOI RQ WKH VHFRQG EXVLQHVV GD\ SULRU WR WKH VKDUHKROGHUVx PHHWI
UHJLVWHUHG VKDUH DFFRXQWYVY KHOG E\ XV RU LQ WKH EHDUHU VKDUH DFFRXQ

(DFK VKDUHKROGHU KDV WKH ULJKW WR DWWHQG WKH PHHWLQJY SDUWLFLSDYV
JUDQWLQJ D SUR[\ WR DQ\ LQGLYLGXDO RU OHJDO HQWLW\ RI KLV FKRRVLQJ
EHQHILFLDU\ LQ ZKLFK FDVH VXFK SUR[\ VKDOO EH FDVW LQ IDYRU RI WKH UHYV
E\ FRUUHVSRQGHQFH ,Q DGGLWLRQ VKDUHKROGHUV PD\ DWWHQG PHHWLQJ
WHOHFRPPXQLFDMWMPBRUWHMH PHDVXUHV IRU $QQXDO 6KDUHKROGHUY OHHWLQJV
%RDUG OPHHWLQJV GXH WR &29,' FULVLV

6KDUHKROGHUV PD\ LQ DFFRUGDQFH ZLWK OHJDO DQG UHJXODWRU\ UHTXLUHPF
FRS\ RU YLD WHOHFRPPXQLFDWLRQV PHDQV 7KH ILQDO GDWH IRU UHWXUQLQJ \
DQG GLVFORVHG LQ WKH QRWLFH RI PHHWLQJ SXEOLVKHG LQ WokHD QUMK G R X U
$QQRQFHV /©JDOHV REOWHBSVWRLURAKLY GDWH FDQQRW EH HDUOLHU WKDQ DW ¢

PHHWLQJ LQ WKH FDVH RI KDUG FRSLHV E\ S P 3DULV WLPH RQ WKH GI
HOHFWURQLF YRWHV E\ HPDLO DQG E\ S P 3DULV WLPH RQ WKH GD\ EHIF
SUR[LHV

6KDUHKROGHUV VHQGLQJ WKHLU YRWH ZLWKLQ WKH DSSOLFDEOH WLPH OLPLW
SXUSRVH DUH GHHPHG SUHVHQW RU UHSUHVHQWHG DW WKH VKDUHKROGHUVXx F
FDOFXODWLRQ

7KH YRWLQJ E\ FRUUHVSRQGHQFH IRUP DGGUHVVHG WR D VKDUHKROGHU LV RQ(
PHHWLQJY FRQYHQHG ZLWK WKH VDPH DJHQGD
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I1RWLFH RI $QQXDO 6KDUHKROGHUV®Y OHHWLQJV

6KDUHKROGHUVx PHHWLQJV DUH FRQYHQHG E\ RXU H[HFXWLYH ERDUG RU IDLO
DXGLWRUV E\ D FRXUW DSSRLQWHG DJHQW RU OLTXLGDWRU LQ FHUWDLQ FLUF:
YRWLQJ ULJKWV IROORZLQJ D FKDQJH LQ FRQWURO OHHWLQJV DUH KHOG DW R
LQGLFDWHG LQ WKH FRQYHQLQJ QRWLFH

$ ILUVW FRQYHRYQV QGRWIEPHPUWREH SXEOLVKHG LQ WKH %$/2 DW OHDVW  GD\V ¢
DV RQ RXU ZHEVLWH DW OHDVW GD\V SULRU WR WKH PHHWLQJ 7KH FRQYHQLC
DQG WKH GUDIW UHVROXWLRQV WKDW ZLOO EH SUHVHQWHG DW WKH PHHWLQJ

WKH DJHQGD PXVW EH DGGUHVVHG WR WKH FRPSDQ\ LQ DFFRUGDQFH ZLWK )UH«

6XEMHFW WR VSHFLDO OHJDO SURYLVLRQV SURYIDYHE BH)BRQPRKNMIMNE RV\QKH HQ Q"
DW OHDVW GD\V EHIRUH WKH GDWH RI WKH PHHWLQJ E\ PHDQV RI D QRWLFH |
DOQQRXQFHPHQW EXOOHWLQ RI WKH UHJLVWHUHG RIILFH GHSDUWPHQW RI WKH &
DW OHDVW D PRQWK DW WKH WLPH RI WKH ODWHVW LQVHUWLRQ RI WKH QRWLFF}
E\ UHJLVWHUHG OHWWHU LI WKH VKDUHKROGHUY VR UHTXHVW DQG LQFOXGH DC
DGGUHVV 7KLV QRWLFH WR UHJLVWHUHG VKDUHKROGHUV PD\ DOVR EH WUDQVP
LQ OLHX RI DQ\ VXFK PDLOLQJ WR DQ\ UHOHYDQW VKDUHKROGHU UHTXHVWLQJ
DFNQRZOHGJHPHQW RI UHFHLSW LQ DFFRUGDQFH ZLWK OHJDO DQG UHJXODWRU
VKDUHKROGHU PD\ UHTXHVW DW DQ\ WLPH E\ UHJLVWHUHG OHWWHU WR WKH F
HOHFWURQLF PHDQV RI WHOHFRPPXQLFDWLRQ LV QR ORQJHU DFFHSWDEOH DQG

7KH FRQYHQLQJ QRWLFH PXVW DOVR LQFOXGH WKH FRQGLWLRQV XQGHU ZKLFK
KRZ WKH\ FDQ REWDLQ YRWLQJ IRUPV E\ PDLO

KHQ WKH VKDUHKROGHUVx PHHWLQJ FDQQRW GHOLEHUDWH GXH WR TXRUXP QR
DW OHDVW GD\V LQ DGYDQFH DQG LQ WKH VDPH PDQQHU DV WKH ILUVW QRWL

$JHQGD DQG &RQGXFW RI $QQXDO 6KDUHKROGHUV@ OHHWLQJV $UWLFOH RI W

7KH DJHQGD RI WKH VKDUHKROGHUVx PHHWLQJ VKDOO DSSHDU LQ WKH FRQYHQ
DXWKRU RI WKH QRWLFH 7KH VKDUHKROGHUVx PHHWLQJ PD\ RQO\ GHOLEHUDW
UHPRYDO RI PHPEHUV RI RXU VXSHUYLVRU\ ERDUG DQG WKH DSSRLQWPHQW RI \
DQ\ VKDUHKROGHU GXULQJ DQ\ VKDUHKROGHUVx PHHWLQJ 2QH RU PRUH VKDUH
FDSLWDO UHTXLUHG E\ )UHQFK ODZ L H R1 RXU VKDUH FDSLWDO DQG DFWLC
ZLWKLQ DSSOLFDEOH WLPH OLPLWY PD\ UHTXHVW WKH LQFOXVLRQ RI LWHPV R
PXVW EH UHFHLYHG QR ODWHU WKDQ GD\V EHIRUH WKH VKDUHKROGHUVx PHH'
DIWHU WKH DQQRXQFHPHQW RI WKH VKDUHKROGHUVx PHHWLQJ

6KDUHKROGHUVXx PHHWLQJY DUH FKDLUHG E\ WKH FKDLUPDQ RI WKH VXSHUYLVR
SUHVLGHQW RI WKH VXSHUYLVRU\ ERDUG )DLOLQJ WKDW WKH PHHWLQJ LWVHO
E\ WKH WZR PHPEHUV RI WKH PHHWLQJ ZKR DUH SUHVHQW DQG DFFHSW VXFK G>
EHKDOI RU DV SUR[LHV WKH JUHDWHVW QXPEHU RI YRWHV

2UGLQDU\ 6KDUHKROGHUVZ OHHWLQJ $UWLFOH RI WKH %\ ODzZV

2UGLQDU\ VKDUHKROGHUVx PHHWLQJY DUH WKRVH PHHWLQJY FDOOHG WR PDNH
PRGLILFDWLRQ RI RXU %\ ODZV ,Q DGGLWLRQ SXUVXDQW WR DQ $0) UHFRPPHQ
FRPSDQLHV PD\ EH UHTXLUHG WR FRQGXFW D FRQVXOWDWLRQ Rl WKH RUGLQDU
WKH PDMRULW\ Rl WKHLU DVVHWV XQGHU FHUWDLQ FLUFXPVWDQFHYV

$Q RUGLQDU\ VKDUHKROGHUVx PHHWLQJ VKDOO EH FRQYHQHG DW OHDVW RQFH
\HDU LQ RUGHU WR DSSURYH WKH DQQXDO DQG FRQVROLGDWHG DFFRXQWYV IRU
SRVWSRQHPHQW ZLWKLQ WKH SHULRG HVWDEOLVKHG E\ FRXUW RUGHU 8SRQ Il
LIl WKH VKDUHKROGHUY SUHVHQW UHSUHVHQWHG E\ SUR[\ RU YRWLQJ E\ PDLO |
WR YRWH 8SRQ VHFRQG QRWLFH QR TXRUXP LV UHTXLUHG 7KLV GLIIHUV IURP
VKDUHKROGHUYV EH SUHVHQW DW D PHHWLQJ 'HFLVLRQV DUH PDGH E\ D PDMRU
SUHVHQW UHSUHVHQWHG E\ SUR[\ RU YRWLQJ E\ PDLO 7KH YRWHYV FDVW GR QI
WKH VKDUHKROGHU GLG QRW SDUWLFLSDWH LQ WKH YRWH DEVWDLQHG YRWHC

(I WUDRUGLQDU\ 6KDUHKROGHUVZ OHHWLQJ $UWLFOH RI WKH %\ ODzZV

2Q0\ DQ H[WUDRUGLQDU\ VKDUHKROGHUVx PHHWLQJ LV DXWKRUL]HG WR DPHQG
VKDUHKROGHUVXx FRPPLWPHQWY ZLWKRXW WKH DSSURYDO Rl HDFK VKDUHKROG!|
VKDUH FDSLWDO LQFUHDVHV IURP UHVHUYHV SURILWVY RU VKDUH SUHPLXPV W}
YDOLG RQO\ LI WKH VKDUHKROGHUV SUHVHQW UHSUHVHQWHG E\ SUR[\ RU YRW|
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VKDUHVY HOQOWLWOHG WR YRWH XSRQ ILUVW QRWLFH RU RQH ILIWK XSRQ VHFRQC
VHFRQG PHHWLQJ PD\ EH SRVWSRQHG WR D GDWH QR ODWHU WKDQ WZR PRQWK
'"HFLVLRQV DUH PDGH E\ D WZR WKLUGV PDMRULW\ YRWH FDVW E\ WKH VKDUHKR
E\ PDLO 7KH YRWHV FDVW GR QRW LQFOXGH WKRVH DWWDFKHG WR VKDUHV IRU
YRWH DEVWDLQHG YRWHG EODQN RU WKH YRWH LV RWKHUZLVH YRLG

,Q DGGLWLRQ WR WKH ULJKW WR REWDLQ FHUWDLQ LQIRUPDWLRQ UHJDUGLQJ X
ZKLFK D VKDUHKROGHUVx PHHWLQJ LV FRQYHQHG XQWLO WKH IRXUWK EXVLQHV
PHHWLQJ VXEPLW ZULWWHQ TXHVWLRQV UHODWLQJ WR WKH DJHQGD IRU WKH P
LV UHTXLUHG WR UHVSRQG WR WKHVH TXHVWLRQV GXULQJ WKH PHHWLQJ

7THPSRUDU\ PHDVXUHV IRU $QQXDO 6KDUHKROGHUVY OHHWLQJYV DQG ([HFXWLYH D
WR &29,' FULVLV

,Q DQG GXH WR WKH &29,' SDQGHPLF WKH J)UHQFK JRYHUQPHQW DGRSV
DGDSWLQJ WKH UXOHV JRYHUQLQJ PHHWLQJY DQG GHOLEHUDWLRQV RI VKDUHKI
XQWLO -XO\ 7KH RUGLQDQFHY DQG GHFUHHYVY SURYLGH WKH SRVVLELOLW\

VXSHUYLVRU\ ERDUGY UHPRWHO\ IRU DOO GHFLVLRQV WKDW SUHYLRXVO\ UHTXIL
DQG GHFUHHY SURYLGH WKDW JHQHUDO PHHWLQJV RI VKDUHKROGHUV FDQ EH K
WHOHFRQIHUHQFH RU DXGLR YLVXDO FRQIHUHQFH FDOO

%\ GHFLVLRQ RI WKH H[HFXWLYH ERDUG WKH JHQHUDO PHHWLQJKRLVYKDUHKROC
FORM H ZLWKRXW WKH VKDUHKROGHUV RU WKHLU SUR[LHV DQG DQ\ RWKHU St
DV WKH VWDWXWRU\ DXGLWRUVY DQG WKH HPSOR\HH UHSUHVHQWDWLYHV EHLQ.
PHHWLQJ EHKLQG FORVHG GRRUV UHTXLUHV WKDW RQ WKH GDWH RI WKH PHHW
WKH GDWH RI WKH PHHWLQJ DQ DGPLQLVWUDWLYH PHDVXUH UHVWULFWLQJ RU
KHDOWK UHDVRQV SUHYHQWYV WKH SK\VLFDO SUHVHQFH DW VXFK PHHWLQJ RI L\
ORQJHU LQ HIIHFW RQ WKH GDWH RI WKH PHHWLQJ $V RI WKH GDWH RI WKH $Q¢(
VWLOO LQ IRUFH GHFUHH 1R RI 2FWREHU DV DPHQGHG SURKLELW
EDUULHU PHDVXUHY FDQQRW EH LPSOHPHQWHG DQG LQ DOO SODFHV DQG XQGH
FHUWDLQ H[FHSWLRQV DQ\ PHHWLQJ LQYROYLQJ PRUH WKDQ VL[ SHRSOH VLP X
SURKLELWHG ,Q WKLV FDVH VKDUHKROGHUV ZLOO EH DEOH WR YRWH UHPRWH
E\ WKH XVXDO PHDQVY DYDLODEOH WR GDWH L H YRWH E\ FRUUHVSRQGHQFH E

7KH DERYH OHJLVODWLRQ SURYLGHY WKDW VKDUHKROGHUY DQG DOO WKH SHU
VKDUHKROGHUYVY PD\ SDUWLFLSDWH LQ WKH PHHWLQJ E\ PHDQV RI D WHOHFRQI}
FRQIHUHQFH DOORZV IRU WKH LGHQWLILFDWLRQ RI WKH SDUWLFLSDQWYVY WUDQ
WKH FROQWLQXRXV DQG VLPXOWDQHRXV UHWUDQVPLVVLRQ RI WKH GHEDWHYV

BURYLVLRQV +DYLQJ WKH (IIHFW RI '"HOD\LQJ 'HIHUULQJ RU 3UHYHQWLQJ D &KD

BURYLVLRQV FRQWDLQHG LQ RXU %\ ODZV DQG WKH FRUSRUDWH ODZV RI )UDQF
DFTXLUH XV HYHQ LI GRLQJ VR PLIJKW EH EHQHILFLDO WR RXU VKDUHKROGHUYV
ODZV LPSRVH YDULRXVY SURFHGXUDO DQG RWKHU UHTXLUHPHQWY ZKLFK FRXOG
FHUWDLQ FRUSRUDWH DFWLRQV 7KHVH SURYLVLRQV LQFOXGH WKH IROORZLQJ

a SURYLVLRQV RI )UHQFK ODZ DOORZLQJ WKH RZQHU RI Rl WKH VKDUH FD
WR IRUFH RXW WKH PLQRULW\ VKDUHKROGHUYV IROORZLQJ D WHQGHU RIIHI
WR FRPSDQLHY OLVWHG RQ D UHJXODWHG PDUNHW RU D PXOWLODWHUDO
D VWDWH SDUW\ RI WKH (XURSHDQ (FRQRPLF $UHD $JUHHPHQW LQFOXGLQ
ZLOO WKHUHIRUH EH DSSOLFDEOH WR XV RQO\ LI ZH FRQWLQXH WR GXDO |

a D PHUJHU L H LQ D )UHQFK ODZ FRQWH[W D VWRFN IRU VWRFN H[FKDQJ}

GLVVROYHG ZLWKRXW EHLQJ OLTXLGDWHG LQWR WKH DFTXLULQJ HQWLW\

VKDUHKROGHUV RI WKH DFTXLULQJ HQWLW\ RI RXU &RPSDQ\ LQWR D FRPS

WKH DSSURYDO RI RXU H[HFXWLYH ERDUG DV ZHOO DV D WZR WKLUGV PDM

SUHVHQW UHSUHVHQWHG E\ SUR[\ RU YRWLQJ E\ PDLO DW WKH UHOHYDQW

D PHUJHU RI RXU &RPSDQ\ LQWR D FRPSDQ\ LQFRUSRUDWHG RXWVLGH RI V

DSSURYDO RI RXU VKDUHKROGHUV

XQGHU )UHQFK ODZ D FDVK PHUJHU LV WUHDWHG DV D VKDUH SXUFKDVH I

SDUWLFLSDWLQJ VKDUHKROGHU

a RXU VKDUHKROGHUV KDYH JUDQWHG DQG PD\ JUDQW LQ WKH IXWXUH WR R

LQFUHDVH RXU VKDUH FDSLWDO RU WR LVVXH DGGLWLRQDO RUGLQDU\ VKI

WR RXU VKDUHKROGHUV WKH SXEOLF RU TXDOLILHG LQYHVWRUV LQFOXG

ODXQFKLQJ RI D WHQGHU RIIHU IRU RXU VKDUHYV

RXU VKDUHKROGHUVY KDYH SUHIHUHQWLDO VXEVFULSWLRQ ULJKWV SURSRI

WKH LVVXDQFH E\ XV RI DQ\ DGGLWLRQDO VKDUHV RU VHFXULWLHYV JLYLQJ

VKDUHV IRU FDVK RU D VHW RII RI FDVK GHEWYV ZKLFK ULJKWV PD\ RQO\ E

3%

Q-

3%
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VKDUHKROGHUVx JHQHUDO PHHWLQJ E\ D WZR WKLUGY PDMRULW\ YRWH |
E\ HDFK VKDUHKROGHU

RXU VXSHUYLVRU\ ERDUG KDV WKH ULJKW WR DSSRLQW QHZ PHPEHUV WR

GHDWK RI D PHPEHU VXEMHFW WR WKH DSSURYDO E\ WKH VKDUHKROGHUYV
VKDUHKROGHUVXx PHHWLQJ ZKLFK SUHYHQWYV VKDUHKROGHUV IURP KDYLQ
VXSHUYLVRU\ ERDUG

a4 WKH PHPEHUV RI RXU H[HFXWLYH ERDUG DUH DSSRLQWHG E\ RXU VXSHUYL
RXU VXSHUYLVRU\ ERDUG RU DW WKH VKDUHKROGHUVx JHQHUDO PHHWLQJ
RXU VXSHUYLVRU\ ERDUG FDQ RQO\ EH FRQYHQHG E\ LWV FKDLUPDQ RU E
UHTXHVW HJ ZKHQ QR ERDUG PHHWLQJ KDV EHHQ KHOG IRU PRUH WKDQ

PHPEHUV UHSUHVHQWLQJ DW OHDVW RQH WKLUG RI WKH WRWDO QXPEHU F
PHPEHU RI WKH H[HFXWLYH ERDUG

a4 RXU VXSHUYLVRU\ ERDUGXxV PHHWLQJV FDQ RQO\ EH UHJXODUO\ KHOG LI D
SK\VLFDOO\ RU E\ ZD\ Rl YLGHRFRQIHUHQFH RU WHOHFRQIHUHQFH HQDEO
HQVXULQJ WKHLU HIIHFWLYH SDUWLFLSDWLRQ LQ WKH VXSHUYLVRU\ ERDU
RXU VKDUHV DUH QRPLQDWLYH RU EHDUHU LI WKH OHJLVODWLRQ VR SHUF
XQGHU )UHQFK ODZ D DQ\ QRQ JUHQFK FLWL]HQ E DQ\ )UHQFK FLWL]HQ
JUHQFK HQWLW\ RU G DQ\ )UHQFK HQWLW\ FRQWUROOHG E\ RQH Rl WKH C
WR ILOH D GHFODUDWLRQ IRU VWDWLVWLFDO SXUSRVHV ZLWK WKH %DQN |
GD\V IROORZLQJ WKH GDWH RI FHUWDLQ GLUHFW IRUHLJQ LQYHVWPHQW L
SDUWLFXODU VXFK ILOLQJV DUH UHTXLUHG LQ FRQQHFWLRQ ZLWK LQYHV\
DFTXLVLWLRQ RI DW OHDVW RI RXU VKDUH FDSLWDO RU YRWLQJ ULJKW)
+ROGLQJ DQG 7UDQVIHU RI 6KDUHV 2ZQHUVKLS RI 6KDUHV DQG $'6V E\ 1RQ
XQGHU )UHQFK ODZ FHUWDLQ LQYHVWPHQWY LQ DQ\ HQWLW\ JRYHUQHG E
LQGXVWULHV VXFK DV UHVHDUFK DQG GHYHORSPHQW LQ ELRWHFKQRORJL
DFWLYLWLHV E\ LQGLYLGXDOV RU HQWLWLHY QRW JUHQFK QRW UHVLGHQ\
QRW UHVLGHQW LQ )UDQFH DUH VXEMHFW WR SULRU DXWKRUL]DWLRQ RI V
OHPRUDQGXP DQG $UWLFOHV Rl $VVRFLDWLRQO/LPLWDWLRQV $IIHFWLQJ 6
a DSSURYDO RI DW OHDVW D PDMRULW\ RI WKH YRWHYV KHOG E\ VKDUHKROGH
E\ PDLO DW WKH UHOHYDQW RUGLQDU\ VKDUHKROGHUVx JHQHUDO PHHWLQ
VXSHUYLVRU\ ERDUG ZLWK RU ZLWKRXW FDXVH

DGYDQFH QRWLFH LV UHTXLUHG IRU QRPLQDWLRQV WR WKH PHPEHUV RI W
PDWWHUV WR EH DFWHG XSRQ DW D VKDUHKROGHUVx PHHWLQJ H[FHSW W
RI RXU VXSHUYLVRU\ ERDUG FDQ EH SURSRVHG DW DQ\ VKDUHKROGHUVx P
SXUVXDQW WR )UHQFK ODZ RXU %\ ODZV LQFOXGLQJ WKH VHFWLRQV UHO
ERDUGxV PHPEHUV DQG HOHFWLRQ DQG UHPRYDO RI D PHPEHU RI WKH VXS
PRGLILHG E\ D UHVROXWLRQ DGRSWHG E\ D WZR WKLUGV PDMRULW\ YRWH
D SUR[\ RU YRWLQJ E\ PDLO DW WKH PHHWLQJ

a LQ WKH HYHQW ZKHUH FHUWDLQ RZQHUVKLS WKUHVKROGYV ZRXOG EH FUR\V
PDGH E\ WKH UHOHYDQW VKDUHKROGHU DQG FDQ LPSRVH FHUWDLQ REOLJ
2ZQHUVKLS 7KUHVKROGVU DQG

WUDQVIHUV RI VKDUHV VKDOO FRPSO\ ZLWK DSSOLFDEOH LQVLGHU WUDGL
WKH 0$5

Q-

3%

D/ Q-

3%

4%

Q-

Q-

'HFODUDWLRQ RI &URVVLQJ RI 2ZQHUVKLS 7KUHVKROGYV

6XEMHFW WR UHTXLUHPHQWYV RI JUHQFK ODZ RXU %\ ODZV GR QRW UHTXLUH DQ
FURVV RZQHUVKLS WKUHVKROGV ZLWK UHVSHFW WR RXU VKDUH FDSLWDO H[FH
RI 6KDUHV 2ZQHUVKLS RI 6KDUHV DQG $'6V E\ 1RQ J)UHQFK 3HUVRQV U

7KH DEVHQFH RI VSHFLILF UHTXLUHPHQWY LQ RXU %\ ODZV LV ZLWKRXW SUHMX
DSSOLFDEOH WR XV LQ DFFRUGDQFH ZLWK )UHQFK OHJDO DQG UHJXODWRU\ SUF
VXPPDU\ ZKLFK LV QRW LQWHQGHG WR EH D FRPSOHWH GHVFULSWLRQ RI DSSOL

$Q\ LQGLYLGXDO RU OHJDO HQWLW)\ UHIHUUHG WR LQ $UWLFOHV / / D
FRPLQJ WR GLUHFWO\ RU LQGLUHFWO\ RZQ RU FHDVH WR RZQ DORQH RU LQ FF
RI RXU FDSLWDO RU YRWLQJ ULJKWV JUHDWHU RU HTXDO WR

VKDOO LQIRUP XV DV ZHOO DV WKH $0) Rl WKH WRWDO QXPEHU RI VKDUHV DQ
DFFHVV WR WKH FDSLWDO RU YRWLQJ ULJKWV WKDW LW RZQV LPPHGLDWHO\ RU
WKH FURVVLQJ RI WKH VDLG KROGLQJ WKUHVKROGYV

7KLV REOLJDWLRQ DOVR DSSOLHV ZKHQ FURVVLQJ HDFK Rl WKH DERYH PHQWLR
,Q FDVH RI IDLOXUH WR GHFODUH VKDUHV RU YRWLQJ ULJKWV H[FHHGLQJ WKH I
VKDUHV VKDOO EH GHSULYHG RI YRWLQJ ULJKWV DW VKDUHKROGHUVx PHHWLQJ
RI D SHULRG RI WZR \HDUV IURP WKH GDWH RI UHJXODUL]DWLRQ RI WKH QRWLIL
JUHQFK &RPPHUFLDO &RGH $GGLWLRQDO VDQFWLRQV PD\ DSSO\ SXUVXDQW WR
J)LOQDQFLDO &RGH
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,Q DGGLWLRQ DQ\ VKDUHKROGHU FURVVLQJ DORQH RU DFWLQJ LQ FRQFHUW W
GHFODUDWLRQ ZLWK WKH $0) SXUVXDQW WR ZKLFK LW VKDOO H[SRVH LWV LQWF
QRWDEO\ ZKHWKHU LW LQWHQGY WR FRQWLQXH DFTXLULQJ RXU VKDUHV LW LQ
VWUDWHJI\ IRU XV

JXUWKHU DQG VXEMHFW WR FHUWDLQ H[HPSWLRQV DQ\ VKDUHKROGHU FURVVL
VKDOO ILOH D PDQGDWRU\ SXEOLF WHQGHU RIIHU ZLWK WKH $0) $OVR DQ\ VKD
EHWZHHQ DQG Rl WKH FDSLWDO RU YRWLQJ ULJKWV DQG ZKR LQ OHVV WK
KHU LWV KROGLQJ RI FDSLWDO RU YRWLQJ ULJKWV E\ DW OHDVW RI RXU FDSL
WHQGHU RIIHU

&KDQJHV LQ 6KDUH &DSLWDO
,QFUHDVHV LQ 6KDUH &DSLWDO

3XUVXDQW WR )UHQFK ODZ RXU VKDUH FDSLWDO PD\ EH LQFUHDVHG RQO\ ZLWK
JHQHUDO VKDUHKROGHUVx PHHWLQJ IROORZLQJ WKH UHFRPPHQGDWLRQ RI RXU
GHOHJDWH WR RXU H[HFXWLYH BRD®A HALMWKH G W RERPBXOMEERERWD WLRQ GH SRXY|
WR FDUU\ RXW DQ\ LQFUHDVH LQ VKDUH FDSLWDO LQ DFFRUGDQFH ZLWK DSSOL

,QFUHDVHV LQ RXU VKDUH FDSLWDO PD\ EH HIITHFWHG E\

LVVXLQJ DGGLWLRQDO VKDUHYV

LQFUHDVLQJ WKH SDU YDOXH RI H[LVWLQJ VKDUHV

FUHDWLQJ D QHZ FODVV RI HTXLW\ VHEXULWLHV DQG

H[HUFLVLQJ WKH ULJKWV DWWDFKHG WR VHFXULWLHYV JLYLQJ DFFHVV WR

D Q@ Q-

,QFUHDVHV LQ VKDUH FDSLWDO E\ LVVXLQJ DGGLWLRQDO VHFXULWLHYV PD\ EH H

LVVXDQFHYVY LQ FRQVLGHUDWLRQ IRU FDVK

LVVXDQFHYVY LQ FRQVLGHUDWLRQ IRU DVVHWYV FRQWULEXWHG LQ NLQG
LVVXDQFHVY WKURXJK DQ H[FKDQJH RIIHU

LVVXDQFHV E\ FRQYHUVLRQ RI SUHYLRXVO\ LVVXHG GHEW LQVWUXPHQWYV
LVVXDQFHV E\ FDSLWDOL]DWLRQ RI SURILWY UHVHUYHV RU VKDUH SUHPL:
VXEMHFW WR FHUWDLQ FRQGLWLRQV LVVXDQFHV E\ ZzD\ RI RIIVHW DJDLQV

QD QO O Qs

'HFLVLRQV WR LQFUHDVH WKH VKDUH FDSLWDO WKURXJK WKH FDSLWDOL]DWLRC
VKDUHKROGHUVx DSSURYDO DW DQ H{[WUDRUGLQDU\ JHQHUDO VKDUHKROGHUYV x
UHTXLUHPHQWY DSSOLFDEOH WR RUGLQDU\ VKDUHKROGHUVx PHHWLQJV ,QFUH!
SDU YDOXH RI VKDUHV UHTXLUH XQDQLPRXV DSSURYDO RI WKH VKDUHKROGHUYV
SURILWY RU VKDUH SUHPLXP $00 RWKHU FDSLWDO LQFUHDVHYV UHTXLUH VKDUH
VKDUHKROGHUVx PHHWLQJ DFWLQJ XQGHU WKH UHJXODU TXRUXP DQG PDMRULW

S5HGXFWLRQ LQ 6KDUH &DSLWDO

3XUVXDQW WR )UHQFK ODZ DQ\ UHGXFWLRQ LQ RXU VKDUH FDSLWDO UHTXLUHV
JHQHUDO VKDUHKROGHUVx PHHWLQJ IROORZLQJ WKH UHFRPPHQGDWLRQ RI RXU
UHGXFHG HLWKHU E\ GHFUHDVLQJ WKH SDU YDOXH RI WKH RXWVWDQGLQJ VKDU
VKDUHV 7KH QXPEHU RI RXWVWDQGLQJ VKDUHY PD\ EH UHGXFHG E\ WKH UHSXU
HDFK FODVV RI VKDUHV PXVW EH WUHDWHG HTXDOO\ XQOHVYVY HDFK DIIHFWHG VI

SUHIHUHQWLDO 6XEVFULSWLRQ 5LJKW

$FFRUGLQJ WR )UHQFK ODZ LI ZH LVVXH DGGLWLRQDO VKDUHV RU VHFXULWLHYV
VKDUHV IRU FDVK FXUUHQW VKDUHKROGHUV ZLOO KDYH SUHISUR QHEONVIOVVXEVF
SUHIHUHQWLDO VXEVFULSWLRQ ULJKWYV HQWLWOH WKH LQGLYLGXDO RU HQWLW
QXPEHU RI VKDUHVY KHOG E\ WKHP WR WKH LVVXDQFH RI DQ\ VHFXULWLHYV LQFUE
VKDUH FDSLWDO E\ PHDQV RI D FDVK SD\PHQW RU D VHW RII RI FDVK GHEWYV 7K
WUDQVIHUUHG DQG RU VROG GXULQJ WKH VXEVFULSWLRQ SHULRG UHODWLQJ W
SUHIHUHQWLDO VXEVFULSWLRQ ULJKWV ZLOO EH WUDQVIHUDEOH GXULQJ D SHU
WKH VXEVFULSWLRQ SHULRG DQG HQGLQJ WZR EXVLQHVV GD\V SULRU WR WKH F
VSHFLILHG WKDW LI WKH EXVLQHVYV GD\ VWDUWLQJ RQH RI WKLV SHULRGV LV QF
SUHFHGLQJ WUDGLQJ GD\

7KH SUHIHUHQWLDO VXEVFULSWLRQ ULJKWV ZLWK UHVSHFW WR DQ\ SDUWLFXOL
PHHWLQJ E\ D WZR WKLUGY YRWH RI RXU VKDUHKROGHUV RU LQGLYLGXDOO\ E\
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LOQGHSHQGHQW DXGLWRUYV DUH UHTXLUHG E\ )UHQFK ODZ WR SUHVHQW UHSRUW
DGGUHVYVY DQ\ SURSRVDO WR ZDLYH WKH SUHIHUHQWLDO VXEVFULSWLRQ ULJKW)

JXUWKHU WR WKH HIWHQW SHUPLWWHG XQGHU )UHQFK ODZ ZH PD\ VHHN GXUL
PHHWLQJ WKH DSSURYDO RI WKH VKDUHKROGHUV WR ZDLYH WKHLU SUHIHUHQW
HI[HFXWLYH ERDUG WR LVVXH DGGLWLRQDO VKDUHVY DQG RU RWKHU VHFXULWLH'

JRUP +ROGLQJ DQG 7UDQVIHU RI 6KDUHV
JRUP Rl 6KDUHYV

3XUVXDQW WR RXU %\ ObDzV RXU VKDUHV PD\ EH KHOG LQ UHJLVWHUHG RU EHD
JXUWKHU LQ DFFRUGDQFH ZLWK DSSOLFDEOH ODZV ZH PD\ UHTXHVW DW DQ\ W
KROGLQJ RXU VKDUHVY RU GLUHFWO\ WR RQH RU VHYHUDO LQWHUPHGLDULHV OL
JLODQFLDO &RGH LQIRUPDWLRQ UHJDUGLQJ WKH RZQHUV RI RXU VKDUHV RU VH
ULJKWV DW RXU VKDUHKROGHUVx PHHWLQJYVY LQ DFFRUGDQFH ZLWK $UWLFOH /

+ROGLQJ RI 6KDUHV $UWLFOH RI WKH %\ ODZV

,Q DFFRUGDQFH ZLWK JUHQFK ODZ FRQFHUQLQJ WKH UGHPDWHULDOL]DWLRQU R
DUH UHSUHVHQWHG E\ ERRN HQWULHV LQVWHDG Rl VKDUH FHUWLILFDWHYV 6KD!
PDLQWDLQHG E\ XV RU E\ DQ DXWKRUL]HG LQWHUPHGLDU\ GHSHQGLQJ RQ WKH
WKH UHOHYDQW VKDUHKROGHU LQ WKH QDPH RI HDFK VKDUHKROGHU DQG DUH |
VKDUHKROGHUxXxV DFFRXQW VKRZV WKH QDPH Rl WKH UHOHYDQW VKDUHKROGHU

2ZQHUVKLS RI 6KDUHV DQG $'6V E\ 1RQ JUHQFK 3HUVRQV

IHLWKHU WKH J)UHQFK &RPPHUFLDO &RGH QRU RXU %\ ODZV SUHVHQWO\ LPSRVH
UHVLGHQWY RU QRQ J)UHQFK VKDUHKROGHUV WR RZQ DQG YRWH VKDUHV

+RZHYHU D DQ\ QRQ JUHQFK FLWL]JHQ E DQ\ )UHQFK FLWL]HQ QRW UHVLGLQJ
DQ\ JUHQFK HQWLW\ FRQWUROOHG E\ RQH Rl WKH DIRUHPHQWLRQHG SHUVRQV F
VWDWLVWLFDO SXUSRVHV Z% V& TW K HG % DOINVORAHPUW QB W\ EXVLQHVV GD\V IROOR?:
FHUWDLQ GLUHFW IRUHLJQ LQYHVWPHQWYVY LQ XV LQFOXGLQJ DQ\ SXUFKDVH RI
FRQQHFWLRQ ZLWK LQYHVWPHQWY H[FHHGLQJ WKDW OHDG WR WKH DFT
RU YRWLQJ ULJKWV RU FURVV VXFK WKUHVKROG 9LRODWLRQ RI WKLV ILOLQ.
LPSULVRQPHQW DQG D ILQH RI XS WR WZLFH WKH DPRXQW RI WKH UHOHYDQW L«
LI WKH YLRODWLRQ LV PDGH E\ D OHJDO HQWLW\

ORUHRYHU XQGHU )UHQFK ODZ FHUWDLQ LQYHVWPHQWY LQ DQ\ HQWLW\ JRYHU
LQGXVWULHV VXFK DV UHVHDUFK DQG GHYHORSPHQW LQ ELRWHFKQRORJLHV D¢
DFWLYLWLHV E\ LQGLYLGXDOV RU HQWLWLHY QRW JUHQFK QRW UHVLGHQW LQ )
UHVLGHQW LQ )UDQFH DUH VXEMHFW WR SULRU DXWKRUL]DWLRQ RI WKH OLQLV\
6KDUHKROGHUV RI D )JUHQFK &RPSDQ\ U

$VVLIJQPHQW DQG 7UDQVIHU RI 6KDUHYV

6KDUHY DUH IUHHO\ QHJRWLDEOH VXEMHFW WR DSSOLFDEOH OHJDO DQG UHJXC
SURKLELWLRQ RQ LQVLGHU WUDGLQJ

(TXLW\ ,QFHQWLYHV

6HH U,WHP % &RPSHQVDWLRQO(TXLW\ ,QFHQWLYHVU IRU D GHVFULSWLRQ RI VI
IRXQGHUV RIILFHUV HPSOR\HHV DQG RWKHU VHUYLFH SURYLGHUYV

/ILPLWDWLRQV $IIHFWLQJ 6KDUHKROGHUV RI D J)UHQFK &RPSDQ\
2ZQHUVKLS RI $'6V RU 6KDUHV E\ 1RQ )UHQFK 5HVLGHQWYV

I1HLWKHU WKH J)UHQFK &RPPHUFLDO &RGH QRU RXU %\ ODZV SUHVHQWO\ LPSRVH
UHVLGHQWY RU QRQ J)UHQFK VKDUHKROGHUV WR RZQ DQG YRWH VKDUHV

+RZHYHU D DQ\ QRQ JUHQFK FLWL]JHQ E DQ\ )UHQFK FLWL]HQ QRW UHVLGLQJ
DQ\ JUHQFK HQWLW\ FRQWUROOHG E\ RQH Rl WKH DIRUHPHQWLRQHG SHUVRQV F
VWDWLVWLFDO SXUSRVHV Z% V& TW K HG % DONVORAHPUW QB W\ EXVLQHVV GD\V IROOR?
FHUWDLQ GLUHFW IRUHLJQ LQYHVWPHQWYVY LQ XV LQFOXGLQJ DQ\ SXUFKDVH RI
FRQQHFWLRQ ZLWK LQYHVWPHQWY H[FHHGLQJ WKDW OHDG WR WKH DFT
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VKDUH FDSLWDO RU YRWLQJ ULJKWV RU FURVYV VXFK WKUHVKROG 9LRODWLR
ILYH \HDUV RI LPSULVRQPHQW DQG D ILQH RI XS WR WZLFH WKH DPRXQW RI WKF
LQFUHDVHG ILYHIROG LI WKH YLRODWLRQ LV PDGH E\ D OHJDO HQWLW\

YXUWKHU DQ\ LQYHVWPHQW

L E\ D DQ\ QRQ JUHQFK FLWL]HQ E DQ\)UHQFK FLWL]JHQ QRW UHVLGLQJ LQ
JUHQFK HQWLW\ FRQWUROOHG E\ RQH Rl WKH DIRUHPHQWLRQHG SHUVRQV RU H
LL WKDW ZLOO UHVXOW LQ WKH UHOHYDQW LQYHVWRU D DFTXLULQJ FRQWUR
SDUW RI D EXVLQHVV OLQH RI DQ HQWLW\ UHJLVWHUHG LQ JUDQFH RU F IRU Q
LQGLUHFWO\ DORQH RU LQ FRQFHUW D WKUHVKROG RI YRWLQJ ULJKWV LQ LC
LLL GHYHORSLQJ DFWLYLWLHV LQ FHUWDLQ VWUDWHJLF LQGXVWULHYV UHODW#F
LQWHUHVWYV SDUWLFLSDWLQJ LQ WKH H[HUFLVH RI RIILFLDO DXWKRULW\ RU DU
LQFOXGLQJ ZHDSRQV GRXEOH XVH LWHPV ,7 VIVWHPV FU\SWRORJ\ GDWH FDS
VWRUDJH Rl GDWD E DFWLYLWLHY UHODWLQJ WR HVVHQWLDO LQIUDVWUXFW>
WUDQVSRUWDWLRQ VSDFH WHOHFRP SXEOLF KHDOWK IDUP SURGXFWV RU PH
UHODWHG WR FULWLFDO WHFKQRORJLHV LQFOXGLQJ F\EHUVHFXULW\ DUWLILFL
VHPLFRQGXFWRUV TXDQWXP WHFKQRORJLHV HQHUJ\ VWRUDJH RU ELRWHFKQR
LV VXEMHFW WR WKH SULRU DXWKRUL]DWLRQ RI WKH J)UHQFK OLQLVWU\ RI (FRQ
FHUWDLQ XQGHUWDNLQJV

,Q WKH FRQWH[W RI WKH RQJRLQJ &29," SDQGHPLF WKH 'HFUHH GOFUHW Qp
DPHQGHG E\ WKGCHEEWH GDWHG 6HSWHPEHU KDV FUHDWHG XQWLO 'HFHP
WKUHVKROG Rl WKH YRWLQJ ULJKWV IRU WKH QRQ (XURSHDQ LQYHVWPHQWYV LQ
PHQWLRQHG WKUHVKROG 2Q 1RYHPEHU WKH JUHQFK OLQLVWU\ Rl (FRQRP
VXEMHFW WR WKH IRUHLJQ LQYHVWPHQW FRQWURO UHJLPH GHVFULEHG DERYH
HITHFW Rl FURVVLQJ WKH DERYH WKUHVKROGV E\ LQYHVWRUV PHHWLQJ WKH DE
WKH JUHQFK OLQLVWU\ Rl (FRQRP\

$ IDVW WUDFN SURFHGXUH VKDOO DSSO\ IRU DQ\ QRQ (XURSHDQ LQYHVWRU H[F
QRWLI\ WKH OLQLVWHU RI (FRQRP\ ZKR ZLOO WKHQ KDYH GD\V WR GHFLGH ZKt
WR IXUWKHU H[DPLQDWLRQ

,Q WKH DEVHQFH RI VXFK DXWKRUL]DWLRQ WKH UHOHYDQW LQYHVWPHQW VKDO
PD\ EH IRXQG FULPLQDOO\ OLDEOH DQG PD\ EH VDQFWLRQHG ZLWK D ILQH QRW
L WZLFH WKH DPRXQW Rl WKH UHOHYDQW LQYHVWPHQW LL RI WKH DQQXD
LLL PLOOLRQ IRU D FRPSDQ\ RU PLOOLRQ IRU D QDWXUDO SHUVRQ

JRUHLJQ ([FKDQJH &RQWUROV

8QGHU FXUUHQW JUHQFK IRUHLJQ H[FKDQJH FRQWURO UHJXODWLRQV WKHUH DU
WKDW ZH PD\ UHPLW WR UHVLGHQWYV RI IRUHLJQ FRXQWULHV /DZV DQG UHJXOD
KRZHYHU UHTXLUH WKDW DOO SD\PHQWV RU WUDQVIHUV RI IXQGY PDGH E\ D )U
GLYLGHQG SD\PHQWYV EH KDQGOHG E\ DQ DFFUHGLWHG LQWHUPHGLDU\ $00 UHJ
LQVWLWXWLRQV LQ J)UDQFH DUH DFFUHGLWHG LQWHUPHGLDULHYV

$YDLODELOLW\ RI B3UHIHUHQWLDO 6XEVFULSWLRQ 5LJKWYV

2XU VKDUHKROGHUV ZLOO KDYH WKH SUHIHUHQWLDO VXEVFULSWLRQ ULJKWV Gl
OHPRUDQGXP DQG $UWLFOHV Rl $VVRFLDWLRQO.H\ 3URYLVLRQV RI 2XU %\ ODZV
6KDUHVO&KDQJHV LQ 6KDUH &DSLWDOO3UHIHUHQWLDO 6XEVFULSWLRQ 5LJKW U
SUHIHUHQWLDO ULJKWV WR VXEVFULEH IRU FDVK LVVXHV Rl QHZ VKDUHV RU RW
QHZ VKDUHV RQ D SUR UDWD EDVLV +ROGHUV RI RXU VHFXULWLHV LQ WKH 8QL\
$'6V PD\ QRW EH DEOH WR H[HUFLVH SUHIHUHQWLDO VXEVFULSWLRQ ULJKWV IR
XQGHU WKH 6HFXULWLHV $FW LV HIIHFWLYH ZLWK UHVSHFW WR VXFK ULJKWV RL
LPSRVHG E\ WKH 6HFXULWLHV $FW LV DYDLODEOH :H PD\ IURP WLPH WR WLPH

ULJKWV WR DFTXLUH DGGLWLRQDO QHZ VKDUHV VXFK DV ZDUUDQWV DW D WLP
QR 6HFXULWLHV $FW H[HPSWLRQ LV DYDLODEOH ,I VR KROGHUV RI RXU VHFXUL
DQ\ SUHIHUHQWLDO VXEVFULSWLRQ ULJKWY DQG WKHLU LQWHUHVWYV ZLOO EH G
UHJLVWUDWLRQ VWDWHPHQW LQ FRQQHFWLRQ ZLWK DQ\ LVVXDQFH RI QHZ VKDL
WKH WLPH RI DQ\ ULJKWV RIITHULQJ WKH FRVWY DQG SRWHQWLDO OLDELOLWLHYV
LQGLUHFW EHQHILWY WR XV Rl HQDEOLQJ WKH H[HUFLVH E\ KROGHUV RI VKDUH
VXEVFULSWLRQ ULJKWV DQG DQ\ RWKHU IDFWRUV ZH FRQVLGHU DSSURSULDWH
ZKHWKHU WR UHJLVWHU WKH ULJKWV :H FDQQRW DVVXUH \RX WKDW ZH ZLOO IL

JRU KROGHUV RI $'6V UHSUHVHQWLQJ RXU VKDUHVY WKH GHSRVLWDU\ PD\ PDNH
$'6 KROGHUV ,I| WKH GHSRVLWDU\ GRHVY QRW PDNH WKH ULJKWY DYDLODEOH WR
WR VHOO WKH ULJKWV LW PD\ DOORZ WKHVH ULJKWV WR ODSVH ,Q WKDW FDVH
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/ILVWLQJ

2XU $'6V KDYH EHHQ OLVWHG RQ WKH 1DVGDT *OREDO ODUNHW XQGHU WKH V\PE
EHHQ OLVWHG RQ WKH UHJXODWHG PDUNHW RI (XURQH[W LQ 3DULV XQGHU WKH

7UDQVIHU $JHQW DQG 5HJLVWUDU

7KH WUDQVIHU DJHQW DQG UHJLVWUDU IRU RXU $'6V LV &LWLEDQN 1 $ 7KH WU
VKDUHV LV &,& 6HFXULWLHV

& ODWHULDO &RQWUDFWYV

YJRU DGGLWLRQDO LQIRUPDWLRQ RQ RXU PDWHULDO FRQWUDFWY HQWHUHG LQW
RI WKH ILOLQJ RI WKLV $QQXDO 5HSRUW SOHDVH UHIHU WR U,WHP % %XVLQH\
7UDQVDFWLRQVU RI WKLV $QQXDO 5HSRUW

' ([FKDQJH &RQWUROYV

8QGHU FXUUHQW )UHQFK IRUHLJQ H[FKDQJH FRQWURO UHJXODWLRQV WKHUH DU
WKDW ZH PD\ UHPLW WR UHVLGHQWYV RI IRUHLJQ FRXQWULHYVY /DZV DQG UHJXOD
KRZHYHU UHTXLUH WKDW DOO SD\PHQWV RU WUDQVIHUV RI IXQGV PDGH E\ D )U
GLYLGHQG SD\PHQWVY EH KDQGOHG E\ DQ DFFUHGLWHG LQWHUPHGLDU\ $00 UH]J
LOVWLWXWLRQV LQ J)UDQFH DUH DFFUHGLWHG LQWHUPHGLDULHYV

( 7D[DWLRQ
ODWHULDO 8 6 )HGHUDO ,QFRPH 7D[ &RQVLGHUDWLRQV

7KH IROORZLQJ LV D GLVFXVVLRQ RI WKH PDWHULDO 8 6 IHGHUDO LQFRPH WD][
$'6V 7KLV VXPPDU\ GRHVY QRW DGGUHVYV DQ\ DVSHFW RI 8 6 IHGHUDO QRQ LQFR
DQG JLIW WD[ ODzZzV RU VWDWH ORFDO RU QRQ 8 6 WD[ ODZV DQG GRHV QRW !
RI WKH 8 6 WD[ FRQVLGHUDWLRQV WKDW PD\ EH UHOHYDQW WR SDUWLFXODU K

7KH GLVFXVVLRQ DSSOLHV WR \RX RQO\ LI \RX KROG WKH $'6V DV FDSLWDO DVYV
JHQHUDOO\ IRU LQYHVWPHQW 7KLV VHFWLRQ GRHVY QRW DSSO\ WR \RX LI \RX
VXEMHFW WR VSHFLDO WD[ UXOHV LQFOXGLQJ

a D EURNHU

a4 D GHDOHU LQ VHFXULWLHV FRPPRGLWLHV RU IRUHLJQ FXUUHQFLHYV

a4 D WUDGHU LQ VHFXULWLHV WKDW HOHFWV WR XVH D PDUN WR PDUNHW PH

a D EDQN RU RWKHU ILQDQFLDO LQVWLWXWLRQ

a D WD[ H{HPSW RUJDQL]DWLRQ RU JRYHUQPHQWDO RUJDQL]DWLRQ

a DQ LQVXUDQFH FRPSDQ\

a D UHIJXODWHG LQYHVWPHQW FRPSDQ\ RU UHDO HVWDWH LQYHVWPHQW WU

a D86 H[SDWULDWH IRUPHU 8 6 FLWL]HQ RU IRUPHU ORQJ WHUP UHVLGHQ

a D PXWXDO IXQG

a4 DQ LQGLYLGXDO UHWLUHPHQW RU RWKHU WD[ GHIHUUHG DFFRXQW

a4 D KROGHU OLDEOH IRU DOWHUQDWLYH PLQLPXP WD]|

a4 D KROGHU WKDW DFWXDOO\ RU FRQVWUXFWLYHO\ RZQV RU PRUH E\ YR
VWRFN UHSUHVHQWHG E\ $'6V

a D SDUWQHUVKLS RU RWKHU SDVV WKURXJK HQWLW)\ IRU 8 6 IHGHUDO LQFF

a D KROGHU WKDW KROGV $'6V DV SDUW RI D VWUDGGOH KHGJLQJ FRQVWU

WUDQVDFWLRQ IRU 8 6 IHGHUDO LQFRPH WD[ SXUSRVHV RU
a D86 KROGHU DV GHILQHG EHORZ ZKRVH IXQFWLRQDO FXUUHQF\ LV QRW

7KLV VHFWLRQ LV EDVHG RQ WKH ,QWHUQDO 5HYHQXH &RGH RI DV DPHQGHC
LQFRPH WD[ UHJXODWLRQV LVVXHG XQGHU WKH &RGH OHJLVODWLYH KLVWRU\
WKHUHRI DOO DV RI WKH GDWH RI WKLV $QQXDO 5HSRUW $00 RI WKH IRUHJRL(
FKDQJH FRXOG EH UHWURDFWLYH DQG FRXOG DIIHFW WKH DFFXUDF\ Rl WKLV GL
LQWHUSUHWDWLRQ Rl FHUWDLQ DVSHFWV Rl WKH SDVVLYH IRUHLJQ LQYHVWPHC
WKH LVVXDQFH RI UHIJXODWLRQV ZKLFK LQ PDQ\ LQVWDQFHV KDYH QRW EHHQ S
HIIHFW 7KHUH FDQ EH QR DVVXUDQFH WKDW DQ\ Rl WKHVH UHJXODWLRQV ZLOO
WKH\ ZLOO WDNH RU WKH HIITHFW WKDW WKH\ PD\ KDYH RQ WKLV GLVFXVVLRQ 7
5HYHQXH 6HUYLFH RU ,56 RU WKH FRXUWV 1R UXOLQJ KDV EHHQ RU ZLOO EH \
SRVLWLRQV DQG LVVXHV GLVFXVVHG KHUHLQ DQG WKHUH FDQ EH QR DVVXUDQI
SRVLWLRQ FRQFHUQLQJ WKH 8 6 IHGHUDO LQFRPH WD[ FRQVHTXHQFHV RI DQ L
SRVLWLRQ ZRXOG QRW EH VXVWDLQHG
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<RX DUH D U8 6 KROGHUU LI \RX DUH D EHQHILFLDO RZQHU RI $'6V RU DUH WUH

a D FLWL]JHQ RU UHVLGHQW RI WKH 8QLWHG 6WDWHYV

a D FRUSRUDWLRQ RU RWKHU HQWLW\ WUHDWHG DV D FRUSRUDWLRQ IRU 8
RUJDQL]JHG XQGHU WKH ODZV RI WKH 8QLWHG 6WDWHV DQ\ VWDWH WKHUH

a DQ HVWDWH ZKRVH LQFRPH LV VXEMHFW WR 8 6 IHGHUDO LQFRPH WDJ[ UH.

a D WUXVW LI D86 FRXUW FDQ H[HUFLVH SULPDU\ VXSHUYLVLRQ RYHU W

86 SHUVRQV DUH DXWKRUL]JHG WR FRQWURO DOO VXEVWDQWLDO GHFLVLE
HIITHFW XQGHU DSSOLFDEOH 8 6 7UHDVXU\ UHJXODWLRQV WR EH WUHDWHZC
SXUSRVHYV

,Q DGGLWLRQ WKLV GLVFXVVLRQ LV OLPLWHG WR KROGHUV ZKR DUH QRW UHVL

EHWZHHQ WKH 8QLWHG 6WDWHV DQG JUDQFH

,] D SDUWQHUVKLS LQFOXGLQJ IRU WKLV SXUSRVH DQ\ HQWLW\ WUHDWHG DV D
D EHQHILFLDO RZQHU RI WKH $'6V WKH 8 6 WD[ WUHDWPHQW RI D SDUWQHU LQ
VWDWXV RI WKH SDUWQHU DQG WKH DFWLYLWLHV RI WKH SDUWQHUVKLS $ KRO(
VXFK D SDUWQHUVKLS VKRXOG FRQVXOW WKHLU RZQ WD[ DGYLVRUV FRQFHUQLC
SXUFKDVLQJ RZQLQJ DQG GLVSRVLQJ RI $'6V

$ UQRQ 8 6 KROGHUU LV D EHQHILFLDO RZQHU RI $'6V WKDW LV QHLWKHU D 8 6
LQFRPH WD[ SXUSRVHV

*HQHUDOO\ KROGHUV RI $'6V VKRXOG EH WUHDWHG IRU 8 6 IHGHUDO LQFRPH W
UHSUHVHQWHG E\ WKH $'6V $FFRUGLQJO\ QR JDLQ RU ORVV ZLOO EH UHFRJQL]
$'6V RU DQ H[FKDQJH RI $'6V IRU RUGLQDU\ VKDUHV 7KH 8 6 7UHDVXU\ KDV H[S
WKH FKDLQ Rl RZQHUVKLS EHWZHHQ WKH KROGHU RI DQ $'6 DQG WKH LVVXHU RI
WDNLQJ DFWLRQV WKDW DUH LQFRQVLVWHQW ZLWK WKH FODLPLQJ RI IRUHLJQ \
FUHGLELOLW\ RI IRUHLJQ WD[HV LI DQ\ DV GHVFULEHG EHORZ FRXOG EH DIIHF
FKDLQ Rl RZQHUVKLS EHWZHHQ WKH KROGHU RI DQ $'6 DQG WKH FRPSDQ\

3),& &RQVLGHUDWLRQV

7KH &RGH SURYLGHVY VSHFLDO UXOHV UHJDUGLQJ FHUWDLQ GLVWULEXWLRQV U}t
H[FKDQJHV DQG RWKHU GLVSRVLWLRQV LQFOXGLQJ SOHGJHV RI VKDUHV RI VV
$'6V LQ D 3),& $ QRQ 86 FRUSRUDWLRQ ZLOO EH WUHDWHG DV D 3),& IRU DQ\

RI LWV JURVV LQFRPH LV USDVVLYH LQFRPHU RU DW OHDVW RI LWV JUR
WKH DYHUDJH RI WKH IDLU PDUNHW YDOXHV RI WKH DVVHWY GHWHUPLQHG DW V
DVVHWV U ZKLFK JHQHUDOO\ PHDQV WKDW WKH\ SURGXFH SDVVLYH LQFRPH RU
3DVVLYH LQFRPH IRU WKLV SXUSRVH JHQHUDOO\ LQFOXGHV DPRQJ RWKHU WKL:
IURP FRPPRGLWLHY DQG VHFXULWLHY WUDQVDFWLRQV DQG JDLQV IURP DVVHW
ZKHWKHU D IRUHLJQ FRUSRUDWLRQ LV D 3),& D SUR UDWD SRUWLRQ RI WKH LQ
RZQV GLUHFWO\ RU LQGLUHFWO\ DW OHDVW D LQWHUHVW E\ YDOXH LV WD

$OWKRXJIK QRW IUHH IURP GRXEW ZH GR QRW EHOLHYH WKDW ZH ZHUH D 3),& IF
1R DVVXUDQFHV PD\ EH JLYHQ DW WKLV WLPH DV WR RXU 3),& VWDWXV IRU WKH
VXEVHTXHQW WD[DEOH \HDUV 2XU 3),& VWDWXV PXVW EH GHWHUPLQHG DQQXDC
%HFDXVH WKLY GHWHUPLQDWLRQ LV PDGH DQQXDOO\ DW WKH HQG RI HDFK WD[
IDFWRUV VRPH RI ZKLFK DUH EH\RQG RXU FRQWURO LQFOXGLQJ WKH DPRXQW
UHLPEXUVHPHQWY RI FHUWDLQ UHIXQGDEOH UHVHDUFK WD[ FUHGLWYV ZLOO FRQ
LQFRPH WHVW DV ZHOO DV RQ WKH PDUNHW YDOXDWLRQ RI RXU DVVHWYV DQG

EHFDXVH FHUWDLQ DVSHFWV Rl WKH 3),& UXOHVY DUH QRW HQWLUHO\ FHUWDLQ

3),&& WKDW ZH DUH QRW RU ZLOO QRW EHFRPH D 3),& RU WKDW WKH ,56 ZLOO D.
VWDWXV 1 ZH DUH QRW D 3),& GXULQJ DQ\ WD[DEOH \HDU LQ ZKLFK \RX KROG $
XQGHU U7D[DWLRQOODWHULDO 8 6 Y)HGHUDO ,QFRPH 7D[ &RQVLGHUDWLRQV U R>
PD\ EH UHOHYDQW WR \RX 8 6 KROGHUV VKRXOG FRQVXOW WKHLU WD[ DGYLVR

$86 KROGHU WKDW KROGV $'6V GXULQJ DQ\ WD[DEOH \HDU LQ ZKLFK ZH TXDOL
ZLWK UHVSHFW WR D DQ\JDLQ UHDOL]HG RQ WKH VDOH H[FKDQJH RU RWKHU (
GLVWULEXWLRQU E\ WKH FRUSRUDWLRQ WR WKH KROGHU XQOHVV WKH KROGHU
IXQGU 4() RU PDNHV D UPDUN WR PDUNHWU HOHFWLRQ HDFK DV GLVFXVVHG E
RI D GLVWULEXWLRQ ZLWK UHVSHFW WR $'6V WKDW H[FHHGYV RI WKH DQQXDC
SUHFHGLQJ WKUHH \HDU SHULRG RU LI VKRUWHU WKH 8 6 KROGHUxV KROGLQJ
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JDLQV RQ WKH VDOH H[FKDQJH RU RWKHU GLVSRVLWLRQ RI $'6V RI D FRUSRUDYV
8 6 KROGHUxV KROGLQJ SHULRG DUH DOORFDWHG UDWDEO\ WR HDFK GD\ RI WK
WR WKH WD[DEOH \HDU LQ ZKLFK WKH GLVSRVLWLRQ RFFXUV DQG DPRXQWYV DO
SHULRG EHIRUH WKH ILUVW GD\ RI WKH ILUVW WD[DEOH \HDU WKDW WKH FRUSR!
UDWKHU WKDQ FDSLWDO JDLQ HDUQHG LQ WKH WD[DEOH \HDU RI WKH GLVSRVL
\HDUV LQ WKH 8 6 KROGHUxV KROGLQJ SHULRG DUH QRW LQFOXGHG LQ JURVV 1
VXEMHFW WR WKH KLIKHVW RUGLQDU\ LQFRPH WD[ UDWHV LQ HIIHFW IRU LQGLY
\HDU DQG WKH LQWHUHVW FKDUJH JHQHUDOO\ DSSOLFDEOH WR LQFRPH WD[ GH|
DWWULEXWDEOH WR HDFK \HDU 7KH WD[ OLDELOLW\ IRU DPRXQWY DOORFDWHG
GLVWULEXWLRQU FDQQRW EH RIIVHW E\ DQ\ QHW RSHUDWLQJ ORVVHV IRU VXFK
VDOH RI WKH $'6V FDQQRW EH WUHDWHG DV FDSLWDO HYHQ LI D 8 6 KROGHU K

,] ZH DUH D 3),& IRU DQ\ WD[DEOH \HDU GXULQJ ZKLFK D 8 6 KROGHU KROGYV $'6
WUHDWHG DV D 3),& ZLWK UHVSHFW WR WKH KROGHU IRU DOO VXFFHHGLQJ \HDL
ZH QR ORQJHU VDWLVI\ HLWKHU WKH SDVVLYH LQFRPH RU SDVVLYH DVVHW WHYV
WHUPLQDWHYV WKLV GHHPHG 3),& VWDWXV E\ PDNLQJ D UGHHPHG VDOHU HOHFW
EH GHHPHG WR KDYH VROG WKH $'6V DW WKHLU IDLU PDUNHW YDOXH RQ WKH OI
D 3),& DQG DQ\ JDLQ IURP VXFK GHHPHG VDOH ZRXOG EH VXEMHFW WR WKH H[F
$IWHU WKH GHHPHG VDOH HOHFWLRQ WKH $'6V ZLWK UHVSHFW WR ZKLFK WKH (
WUHDWHG DV VKDUHV LQ D 3),& XQOHVYV ZH VXEVHTXHQWO\ EHFRPH D 3),&

.l ZH DUH RU EHFRPH D 3),& WKH H[FHVV GLVWULEXWLRQ UXOHV PD\ EH DYRLGH}
HITHFWLYH EHJLQQLQJ ZLWK WKH ILUVW WD[DEOH \HDU LQ WKH KROGHUxXV KROG
UHVSHFW WR VXFK KROGHU $ 8 6 KROGHU WKDW PDNHV D 4() HOHFWLRQ ZLWK
LQFRPH LWV SUR UDWD VKDUH Rl WKH 3),&xV RUGLQDU\ HDUQLQJV DQG QHW FD
UHVSHFWLYHO\ VXEMHFW WR D VHSDUDWH HOHFWLRQ WR GHIHU SD\PHQW RI W
,Q JHQHUDO D 8 6 KROGHU PDNHV D 4() HOHFWLRQ E\ DWWDFKLQJ D FRPSOHW#F
DFFRXQW DQ\ H{IWHQVLRQV 8 6 IHGHUDO LQFRPH WD[ UHWXUQ IRU WKH \HDU El
HIITHFWLYH ,Q FHUWDLQ FLUFXPVWDQFHVY D 8 6 KROGHU PD\ EH DEOH WR PDNH
FDQ EH UHYRNHG RQO\ ZLWK WKH FRQVHQW RI WKH ,56 ,Q RUGHU IRU D 8 6 KR
86 FRUSRUDWLRQ PXVW DQQXDOO\ SURYLGH RU PDNH DYDLODEOH WR WKH KRC
GHWHUPLQHG ZKHWKHU ZH ZLOO SURYLGH WR 8 6 KROGHUV WKH LQIRUPDWLRQ
FXUUHQWO\ PDNH QR XQGHUWDNLQJ WR SURYLGH VXFK LQIRUPDWLRQ

$V DQ DOWHUQDWLYH WR PDNLQJ D 4() HOHFWLRQ D 8 6 KROGHU PD\ PDNH D U
$'6V LI WKH $'6V PHHW FHUWDLQ PLQLPXP WUDGLQJ UHTXLUHPHQWY DV GHVFUL
PDUN WR PDUNHW HOHFWLRQ IRU WKH ILUVW WD[DEOH \HDU LQ ZKLFK VXFK KRO
FRUSRUDWLRQ DQG IRU ZKLFK VXFK FRUSRUDWLRQ LV GHWHUPLQHG WR EH D 3)
WKH 3),& UXOHV GHVFULEHG DERYH LQ UHVSHFW RI LWV $'6V ,QVWHDG D 8 6 K
ZLOO EH UHTXLUHG WR LQFOXGH LQ LQFRPH HDFK \HDU DQ DPRXQW HTXDO WR \
$'6V WKDW WKH KROGHU RZQV DV Rl WKH FORVH RI WKH WD[DEOH \HDU RYHU Wk
86 KROGHU ZLOO EH HQWLWOHG WR D GHGXFWLRQ IRU WKH H[FHVV LI DQ\ RI

WKH IDLU PDUNHW YDOXH RI WKH $'6V DV RI WKH FORVH RI WKH WD[DEOH \HDU

OLPLWHG WR WKH H[WHQW RI DQ\ QHW PDUN WR PDUNHW JDLQV ZLWK UHVSHFW
HOHFWLRQ IRU SULRU WD[DEOH \HDUV 7KH 8 6 KROGHUXV EDVLV LQ WKH $'6V Z
RU GHGXFWHG SXUVXDQW WR WKH HOHFWLRQ $PRXQWV LQFOXGHG LQ LQFRPH !
JDLQ RQ WKH VDOH H[FKDQJH RU RWKHU GLVSRVLWLRQ RI WKH $'6V ZLOO EH W
SRUWLRQ RI DQ\ PDUN WR PDUNHW ORVV DV ZHOO DV ORVV RQ D VDOH H[FKDQ
WKDW WKH DPRXQW RI VXFK ORVV GRHVY QRW H[FHHG QHW PDUN WR PDUNHW JD|
DV RUGLQDU\ ORVVY ,I D 86 KROGHU PDNHV D YDOLG PDUN WR PDUNHW HOHFW!I
ZKLFK ZH DUH D 3),& ZRX0OG JHQHUDOO\ EH VXEMHFW WR WKH UXOHV GLVFXVVH
H[FHSW WKH ORZHU UDWH DSSOLFDEOH WR TXDOLILHG GLYLGHQG LQFRPH ZRXO
KROGHU KDV D PDUN WR PDUNHW HOHFWLRQ LQ HIIHFW JDLQ RU ORVV UHDOL]H
FDSLWDO JDLQ RU ORVV DQG WD[HG LQ WKH PDQQHU GHVFULEHG EHORZ XQGHU
'LVSRVLWLRQ RI $'6V 0

7KH PDUN WR PDUNHW HOHFWLRQ DSSOLHV WR WKH WD[DEOH \HDU IRU ZKLFK W
\HDUV XQOHVV WKH $'6V FHDVH WR PHHW DSSOLFDEOH WUDGLQJ UHTXLUHPHQW
UHYRFDWLRQ 7KH H[FHVV GLVWULEXWLRQ UXOHV JHQHUDOO\ GR QRW DSSO\ WF
WR PDUNHW HOHFWLRQ LV LQ HIIHFW I ZH DUH D 3),& IRU DQ\ \HDU LQ ZKLFK W
WR PDUNHW HOHFWLRQ LV PDGH WKH LQWHUHVW FKDUJH UXOHV GHVFULEHG DI
UHFRJQL]JHG LQ WKH \HDU WKH HOHFWLRQ LV PDGH

$ PDUN WR PDUN HOHFWLRQ LV DYDLODEOH RQO\ LI WKH $'6V DUH FRQVLGHUHG
PDUNHWDEOH LI WKH\ DUH UHJXODUO\ WUDGHG RQ D QDWLRQDO VHFXULWLHV H
1DVGDT *OREDO 6HOHFW ODUNHW RU RQ D QRQ 8 6 H[FKDQJH RU PDUNHW WKD\
HQVXUH WKDW WKH PDUNHW SULFH UHSUHVHQWY D OHJLWLPDWH DQG VRXQG ID



[ZDEQH RI dRQWHQWYV

FRQVLGHUHG UHJXODUO\ WUDGHG GXULQJ DQ\ FDOHQGDU \HDU GXULQJ ZKLFK P
WUDGHG RQ DW OHDVW GD\V GXULQJ HDFK FDOHQGDU TXDUWHU $Q\ WUDGHYV
UHTXLUHPHQW ZLOO EH GLVUHJDUGHG (DFK 8 6 KROGHU VKRXOG DVN LWV RZQ
LYV DYDLODEOH RU GHVLUDEOH

.1 ZH DUH D 3),& IRU DQ\ \HDU LQ ZKLFK D 8 6 KROGHU KROGV $'6V VXFK 8 6 KR

DQQXDOO\ $8 6 KROGHU PXVW DOVR SURYLGH VXFK RWKHU LQIRUPDWLRQ I
'"HSDUWPHQW LI WKH 8 6 KROGHU UHFHLYHV FHUWDLQ GLUHFW RU LQGLUHFW
D GLUHFW RU LQGLUHFW GLVSRVLWLRQ RI $'6V RU PDNHV FHUWDLQ HOHFWLI
HOHFWLRQ UHSRUWDEOH RQ ,56 )RUP

,] ZH DUH D 3),& WKHQ XQGHU DWWULEXWLRQ UXOHV 8 6 KROGHUV RI RXU $'6V
VKDUHV RI RXU VXEVLGLDULHVY WKDW DUH 3),&V LI DQ\ ,W LV SRVVLEOH WKDW
3),& 7KLV GHWHUPLQDWLRQ LV PDGH DQQXDOO\ DW WKH HQG RI HDFK WD[DEOH
VRPH RI ZKLFK DUH EH\RQG RXU FRQWURO LQFOXGLQJ WKH DPRXQW DQG QDWX
YDOXDWLRQ DQG QDWXUH RI D VXEVLGLDU\xV DVVHWY ,Q WKH HYHQW WKDW ZH
3),& DVVXPLQJ D 86 KROGHU GRHV QRW UHFHLYH IURP VXFK VXEVLGLDU\ WKH
PDNH D 4() HOHFWLRQ ZLWK UHVSHFW WR VXFK D VXEVLGLDU\ D 8 6 KROGHU Jt
WKH VKDUHV RI VXFK ORZHU WLHU 3),& DQG PD\ LQFXU OLDELOLW\ IRU D GHIHU!
GLVWULEXWLRQ IURP RU GLVSRVH RI DOO RU SDUW RI RXU LQWHUHVW LQ RU W
RI DQ LQWHUHVW LQ WKH ORZHU WLHU 3),& HYHQ WKRXJK WKH 8 6 KROGHU KD
GLVWULEXWLRQV RU GLVSRVLWLRQV GLUHFWO\ 7KHUH LV QR DVVXUDQFH WKDW
VXFK ORZHU WLHU 3),& RU WKDW ZH ZLOO FDXVH WKH ORZHU WLHU 3),& WR SUF
PDNH D PDLQWDLQ D 4() HOHFWLRQ ZLWK UHVSHFW WR WKH ORZHU WLHU 3),& ,
ZRXOG QRW EH DYDLODEOH ZLWK UHVSHFW WR VXFK D ORZHU WLHU 3),& DQG F
HOHFWLRQ ZLWK UHVSHFW WR RXU $'6V \RX FRXOG EH VXEMHFW WR WKH 3),& U
WKH YDOXH RI ZKLFK DOUHDG\ KDG EHHQ WDNHQ LQWR DFFRXQW LQGLUHFWO\ Y
DGYLVHG WR FRQVXOW ZLWK WKHLU WD[ DGYLVRUV UHJDUGLQJ WKH WD[ LVVXH"’

8 6 KROGHUV DUH XUJHG WR FRQVXOW WKHLU WD[ DGYLVRUV DV WR RXU VWDW
3),& DV WR WKH HITHFW RQ WKHP RI DQG WKH UHSRUWLQJ UHTXLUHPHQWYV ZLW
GHVLUDELOLW\ RI PDNLQJ DQG WKH DYDLODELOLW\ RI HLWKHU D 4() HOHFWLR
WR RXU $'6V

7TD[DWLRQ RI 'LYLGHQGYV

8 6 +ROGEXNEMHFW WR WKH 3),& UXOHV GHVFULEHG DERYH XQGHU U03),& &RQVL
\RX PXVW LQFOXGH LQ \RXU JURVV LQFRPH WKH JURVYVY DPRXQW RI DQ\ GLVWULE
SUR UDWD GLVWULEXWLRQV RI $'6V ZLWK UHVSHFW WR $'6V WR WKH H[WHQW V
DFFXPXODWHG HDUQLQJV DQG SURILWY DV GHWHUPLQHG IRU 8 6 IHGHUDO LQF
WKH GLYLGHQG DV RUGLQDU\ LQFRPH DW WKH WLPH RI DFWXDO RU FRQVWUXFW
DFFXPXODWHG HDUQLQJV DQG SURILWY DV GHWHUPLQHG IRU 8 6 IHGHUDO LQF
WD[DEOH UHWXUQ RI FDSLWDO WR WKH H[WHQW RI \RXU EDVLV LQ WKH $'6V DQC
HI[FKDQJH RI VXFK $'6V 1RWZLWKVWDQGLQJ WKH IRUHJRLQJ ZH GR QRW LQWHQ
DQG SURILWY DV GHWHUPLQHG IRU 8 6 IHGHUDO LQFRPH WD[ SXUSRVHV &RQVFE
UHSRUWHG DV GLYLGHQG LQFRPH IRU 8 6 LQIRUPDWLRQ UHSRUWLQJ SXUSRVHYV
GLYLGHQGYV UHFHLYHG GHGXFWLRQ JHQHUDOO\ DOORZHG WR 8 6 FRUSRUDWLRC
FRUSRUDWLRQYV

6XEMHFW WR WKH 3),& UXOHV GHVFULEHG DERYH XQGHU U03),& &RQVLGHUDWLR
JHQHUDOO\ ZLOO EH WD[HG DW WKH SUHIHUHQWLDO WD[ UDWHY DSSOLFDEOH W
D VXFK QRQ 8 6 FRUSRUDWLRQ LV HOLJLEOH IRU WKH EHQHILWV Rl FHUWDLQ
86 FRUSRUDWLRQ ZLWK UHVSHFW WR VWRFN WKDW LV UHDGLO\ WUDGDEOH RQ
BWDWHY E WKH 8 6 KROGHU UHFHLYLQJ VXFK GLYLGHQG LV DQ LQGLYLGXDO
VKDUHV WKDW KDYH EHHQ KHOG E\ VXFK 8 6 KROGHU IRU DW OHDVW  GD\V GX
EHIRUH WKH UH[ GLYLGHQG GDWH U DQG G ZH DUH QRW D 3),& LQ WKH \HDU RI
\HDU ,I WKH UHTXLUHPHQWYV Rl WKH LPPHGLDWHO\ SUHFHGLQJ SDUDJUDSK DUH
FRUSRUDWLRQ WR D 8 6 KROGHU LQFOXGLQJ D 8 6 KROGHU WKDW LV DQ LQGL
RUGLQDU\ LQFRPH WD[ UDWHV DQG QRW DW WKH SUHIHUHQWLDO WD[ UDWHV D:
DERYH XQGHU U03),& &RQVLGHUDWLRQV U LW LV QRW \HW NQRZQ ZKHWKHU ZH .
'"HFHPEHU 7KH GLYLGHQG UXOHV DUH FRPSOH[ DQG HDFK 8 6 KROGHU VI
UHJDUGLQJ WKH GLYLGHQG UXOHYV

7KH DPRXQW RI GLYLGHQG ZLOO LQFOXGH DQ\ DPRXQWV ZLWKKHOG E\ WKH &RP
DSSOLFDEOH OLPLWDWLRQV VRPH RI ZKLFK YDU\ GHSHQGLQJ XSRQ WKH 8 6 KR
GLVFXVVLRQ DERYH UHJDUGLQJ FRQFHUQV H[SUHVVHG E\ WKH 8 6 7UHDVXU\ )U
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RQ $'6v DW D UDWH QRW H[FHHGLQJ WKH UDWH SURYLGHG E\ WKH 7UHDW\ ZLOO
IHGHUDO LQFRPH WD[ OLDELOLW\

'LYLGHQGV UHFHLYHG JHQHUDOO\ ZLOO EH LQFRPH IURP QRQ 8 6 VRXUFHV ZKL
IRUHLJQ WD[ FUHGLW OLPLWDWLRQ 6XFK QRQ 8 6 VRXUFH LQFRPH JHQHUDOO\
FDVHV UJHQHUDO FDWHJRU\ LQFRPHU RU UIRUHLJQ EUDQFKU LQFRPH ZKLFK LV
IRU SXUSRVHV Rl FRPSXWLQJ WKH IRUHLJQ WD[ FUHGLW DOORZDEOH WR \RX 7K
FRPSOH[ DQG LQYROYH WKH DSSOLFDWLRQ RI UXOHV WKDW GHSHQG XSRQ D 8 6
FRQVXOW \RXU RZQ WD[ DGYLVRU WR GHWHUPLQH WKH IRUHLJQ WD[ FUHGLW LP

1RQ 8 6 +ROGMRW DUH D QRQ 8 6 KROGHU GLYLGHQGV SDLG WR \RX JHQHUDOO
XQOHVV WKH GLYLGHQGY DUH UHIIHFWLYHO\ FRQQHFWHGU ZLWK \RXU FRQGXFW
DQG WKH GLYLGHQGY DUH DWWULEXWDEOH WR D SHUPDQHQW HVWDEOLVKPHQW
EXVLQHVV WKDW \RX PDLQWDLQ LQ WKH 8QLWHG 6WDWHV LI WKDW LV UHTXLUH
IRU VXEMHFWLQJ \RX WR 8 6 WD[DWLRQ RQ D QHW LQFRPH EDVLV ,Q VXFK FDVI
PDQQHU DV D 8 6 KROGHU RWKHU WKDQ ZLWK UHVSHFW WR WKH OHGLFDUH 7D]
86 KROGHU UHIIHFWLYHO\ FRQQHFWHGU GLYLGHQGV PD\ XQGHU FHUWDLQ FLL
SURILWVY WD[U DW D UDWH RU D ORZHU UDWH LI \RX DUH HOLJLEOH IRU WKH |
ORZHU UDWH

7D[DWLRQ RI 6DOH ([FKDQJH RU RWKHU 'LVSRVLWLRQ RI $'6V

8 6 +ROGEHNMAMHFW WR WKH 3),& UXOHV GHVFULEHG DERYH XQGHU U03),& &RQVL
DQG \RX VHOO H[FKDQJH RU RWKHUZLVH GLVSRVH RI \RXU $'6V \RX JHQHUDOO\
IHGHUDO LQFRPH WD[ SXUSRVHV HTXDO WR WKH GLITHUHQFH EHWZHHQ WKH YDC
WKRVH $'6V *DLQ RU ORVV UHFRJQL]JHG RQ VXFK D VDOH H[FKDQJH RU RWKHU (
WHUP FDSLWDO JDLQ LI \RX KDYH KHOG WKH $'6V IRU PRUH WKDQ RQH \HDU /RQC
LQGLYLGXDOV DV ZHOO DV FHUWDLQ WUXVWV DQG HVWDWHY DUH JHQHUDOO\
JHQHUDOO\ EH LQFRPH RU ORVV IURP VRXUFHVY ZLWKLQ WKH 8QLWHG 6WDWHYV II
LV DWWULEXWDEOH WR DQ RIILFH RU RWKHU IL[HG SODFH RI EXVLQHVV RXWVL
PHW <RXU DELOLW\ WR GHGXFW FDSLWDO ORVVHV LV VXEMHFW WR OLPLWDWLR
&RQVLGHUDWLRQV U LW LV QRW \HW NQRZQ ZKHWKHU ZH ZLOO EH D 3),& IRU WL

1RQ 8 6 +ROGMHMRI¥W DUH D QRQ 8 6 KROGHU \RX ZLOO QRW EH VXEMHFW WR 8 6 |
RQ WKH VDOH H[FKDQJH RU RWKHU GLVSRVLWLRQ RI \RXU $'6V XQOHVYV

a WKH JDLQ LV UHIIHFWLYHO\ FRQQHFWHGU ZLWK \RXU FRQGXFW RI D WUDG
JDLQ LV DWWULEXWDEOH WR D SHUPDQHQW HVWDEOLVKPHQW RU LQ WKH
WKDW \RX PDLQWDLQ LQ WKH 8QLWHG 6WDWHV LI WKDW LV UHTXLUHG E\ D
VXEMHFWLQJ \RX WR 8 6 WD[DWLRQ RQ D QHW LQFRPH EDVLV RU

a \RX DUH DQ LQGLYLGXDO \RX DUH SUHVHQW LQ WKH 8QLWHG 6WDWHV IRU
VDOH H[FKDQJH RU RWKHU GLVSRVLWLRQ DQG FHUWDLQ RWKHU FRQGLWL

,Q WKH ILUVW FDVH WKH QRQ 8 6 KROGHU ZLOO EH WD[HG LQ WKH VDPH PDQQ'
WKH OHGLFDUH 7D[ GHVFULEHG EHORZ ,Q WKH VHFRQG FDVH WKH QRQ 8 6 KR
WD[ DW D UDWH RI RQ WKH DPRXQW E\ ZKLFK VXFK QRQ 8 6 KROGHUxV 8 6 V
KROGHUxV 8 6 VRXUFH FDSLWDO ORVVHV

.,/ \RX DUH D FRUSRUDWH QRQ 8 6 KROGHU UHIIHFWL'YHO\ FRQQHFWHGU JDLQV
FLUFXPVWDQFHY EH VXEMHFW WR DQ DGGLWLRQDO UEUDQFK SURILWY WD[U DW
WKH EHQHILWY RI DQ LQFRPH WD[ WUHDW\ WKDW SURYLGHV IRU D ORZHU UDWH

OHGLFDUH 7D]

&HUWDLQ 8 6 KROGHUV ZKR DUH LQGLYLGXDOV HVWDWHV RU WUXVWV DUH UHT
RI WKDW KROGHUxV UQHW LQYHVWPHQW LQFRPH U ZKLFK LQFOXGHV DPRQJ RW
VDOH RU RWKHU WD[DEOH GLVSRVLWLRQ RI WKH $'6V VXEMHFW WR FHUWDLQ C
VKRXOG FRQVXOW WKHLU RZQ WD[ DGYLVRUV UHJDUGLQJ WKH HIITHFW LI DQ\ R
WKH $'6V

,QIRUPDWLRQ ZLWK 5HVSHFW WR )RUHLJQ )LQDQFLDO $VVHWYV

86 KROGHUV WKDW DUH LQGLYLGXDOV DQG WR WKH H[WHQW SURYLGHG LQ U}
IRUHLJQ ILQDQFLDO DVVHWV U LQFOXGLQJ SRVVLEO\ WKH $'6V ZLWK DQ DJJUH.
UHTXLUHG WR ILOH ,56 )RUP ZLWK LQIRUPDWLRQ UHJDUGLQJ VXFK DVVHWYV

WKUHVKROG DPRXQWYV PD\ DSSO\ 6SHFLILHG IRUHLJQ ILQDQFLDO DVVHWV LQFO
ILQDQFLDO LQVWLWXWLRQV DV ZHOO DV DQ\ RI WKH IROORZLQJ EXW RQO\ LI W
LQVWLWXWLRQV L VWRFNV DQG VHFXULWLHV LVVXHG E\ QRQ 8 6 SHUVRQV L
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LOQYHVWPHQW WKDW KDYH QRQ 8 6 LVVXHUV RU FRXQWHUSDUWLHY DQG LLL L¢
VXEMHFW WR WKLV LQIRUPDWLRQ UHSRUWLQJ UHJLPH WKH IDLOXUH WR WLPHO
SHQDOWLHVY ,Q DGGLWLRQ WR WKHVH UHTXLUHPHQWY 8 6 KROGHUV PD\ EH UH
5HSRUW RI )RUHLJQ %DQN DQG )LQDQFLDO $FFRXQWV ZLWK WKH 8 6 'HSDUWPI
HQFRXUDJHG WR FRQVXOW WKHLU RZQ WD[ DGYLVRUV ZLWK UHVSHFW WR WKHYV
WR WKHLU DFTXLVLWLRQ RI WKH $'6V

%DFNXS :LWKKROGLQJ DQG ,QIRUPDWLRQ 5HSRUWLQJ

,Q JHQHUDO LQIRUPDWLRQ UHSRUWLQJ UHTXLUHPHQWY ZLOO DSSO\ WR GLVWU
WR D QRQ FRUSRUDWH 8 6 KROGHU DQG WR WKH SURFHHGV IURP WKH VDOH H]
$'6V E\ D QRQ FRUSRUDWH 8 6 KROGHU WR RU WKURXJK D 8 6 RIILFH RI D EURN
GLVSRVLWLRQV HIIHFWHG DW DQ RIILFH RXWVLGH WKH 8 6 ZLOO EH VXEMHFW
,Q DGGLWLRQ 8 6 KROGHUV PD\ EH VXEMHFW WR EDFNXS ZLWKKROGLQJ ZLWK L
VDOH H[FKDQJH RU RWKHU GLVSRVLWLRQ RI WKH $'6V $ SD\LQJ DJHQW ZLWKLQ
DW WKH DSSOLFDEOH VWDWXWRU\ UDWH FXUUHQWO\ LQ UHVSHFW RI DQ\ SLC
WKH GLVSRVLWLRQ RI $'6V ZLWKLQ WKH 8QLWHG 6WDWHY WR D 8 6 KROGHU R\
EDFNXS ZLWKKROGLQJ bQG SURSHUO\ FHUWLI\ WKHLU H[HPSWLRQ LI WKH KROG
QXPEHU RU RWKHUZLVH IDLOV WR FRPSO\ ZLWK DSSOLFDEOH EDFNXS ZLWKKROC
WR HVWDEOLVK WKHLU H[HPSW VWDWXV JHQHUDOO\ PXVW SURYLGH D SURSHUO

%DFNXS ZLWKKROGLQJ LV QRW DQ DGGLWLRQDO WD[ $PRXQWV ZLWKKHOG DV E
KROGHUxV 8 6 IHGHUDO LQFRPH WD[ OLDELOLW\ $8 6 KROGHU JHQHUDOO\ PD\
WKH EDFNXS ZLWKKROGLQJ UXOHV E\ ILOLQJ WKH DSSURSULDWH FODLP IRU UHI
DQUHTXLUHG LQIRUPDWLRQ 8 6 KROGHUV DUH DGYLVHG WR FRQVXOW ZLWK WK
WKH 8QLWHG 6WDWHYV LQIRUPDWLRQ UHSRUWLQJ UXOHV WR WKHLU SDUWLFXOD

$ QRQ 8 6 KROGHU JHQHUDOO\ PD\ HOLPLQDWH WKH UHTXLUHPHQW IRU LQIRUPI
SURYLGLQJ FHUWLILFDWLRQ RI LWV QRQ 8 6 VWDWXV WR WKH SD\RU XQGHU St
: %(1 ( DV DSSOLFDEOH <RX VKRXOG FRQVXOW \RXU RZQ WD[ DGYLVRU DV WR
EDFNXS ZLWKKROGLQJ bQG WKH SURFHGXUHV IRU REWDLQLQJ WKH H[HPSWLRQ

7KH IRUHJRLQJ GRHVY QRW SXUSRUW WR EH D FRPSOHWH DQDO\VLV Rl WKH SRW|
RZQHUVKLS DQG GLVSRVLWLRQ RI WKH $'6V 3URVSHFWLYH LQYHVWRUV VKRXOG
WKH SDUWLFXODU WD[ FRQVLGHUDWLRQV DSSOLFDEOH WR WKHP UHODWLQJ WR
LQFOXGLQJ WKH DSSOLFDELOLW\ RI 8 6 IHGHUDO VWDWH DQG ORFDO LQFRPH \
WD[ ODZV DQG DQ\ FKDQJHV LQ DSSOLFDEOH WD[ ODZV LQFOXGLQJ WKH 7D[ &X'
SURSRVHG OHJLVODWLRQ RU UHJXODWLRQV

ODWHULDO )UHQFK ,QFRPH 7D[ &RQVLGHUDWLRQYV

7KH IROORZLQJ GHVFULEHV WKH PDWHULDO JUHQFK LQFRPH WD[ FRQVHTXHQFH\
SXUSRVHV Rl WKLV VHFWLRQ RI SXUFKDVLQJ RZQLQJ DQG GLVSRVLQJ RI WKH ¢
GLVEXVVLRQ LV WKH RSLQLRQ RI -RQHV 'D\ RXU J)UHQFK WD[ FRXQVHO LQVRIDU
OHJDO FRQFOXVLRQV ZLWK UHVSHFW WR WKRVH PDWWHUYV

7KLV GLVFXVVLRQ GRHV QRW SXUSRUW WR EH D FRPSOHWH DQDO\VLV RU OLVWI
RZQHUVKLS RU GLVSRVLWLRQ RI RXU $'6V WR DQ\ SDUWLFXODU LQYHVWRU DQG
IURP UXOHV RI JHQHUDO DSSOLFDWLRQ RU WKDW DUH JHQHUDOO\ DVVXPHG WR
VXEMHFW WR FKDQJH 6XFK FKDQJHV FRXOG DSSO\ UHWURDFWLYHO\ DQG FRXOC
,Q JUDQFH LOWURGXFHG D FRPSUHKHQVLYH VHW RI QHZ WD[ UXOHV DSSOLF
IRUHLJQ WUXVWYV 7KHVH UXOHV DPRQJ RWKHU WKLQJVY SURYLGH IRU WKH LQF!
SXUSRVH RI DSSO\LQJ WKH )UHQFK UHDO HVWDWH ZHDOWK WD[ IRU WKH DSSOL
DVVHWVY KHOG LQ WUXVW IRU D VSHFLILF WD[ RQ FDSLWDO RQ WKH JUHQFK DV\
JUHQFK UHDO HVWDWH ZHDOWK WD[ DQG IRU D QXPEHU RI )UHQFK WD[ UHSRUWL
GLVFXVVLRQ GRHV QRW DGGUHVV WKH )UHQFK WD[ FRQVHTXHQFHY DSSOLFDEO'}
VHFXULWLHY DUH KHOG LQ WUXVW WKH JUDQWRU WUXVWHH DQG EHQHILFLDU\
WKH VSHFLILF WD[ FRQVHTXHQFHV RI DFTXLULQJ RZQLQJ DQG GLVSRVLQJ RI VF

7KH GHVFULSWLRQ RI WKH JUHQFK LQFRPH WD[ DQG ZHDOWK WD[ FRQVHTXHQFH
EHWZHHQ WKH *RYHUQPHQW Rl WKH 8QLWHG 6WDWHV RI $PHULFD DQG WKH *RY|
$YRLGDQFH RI 'RXEOH 7D[DWLRQ DQG WKH 3UHYHQWLRQ RI )LVFDO (YDVLRQ ZLW
$XIXVW ZKLFK FDPH LQWR IRUFH RQ 'HFHPEHU DV DPHQGHG E\ DQ\
WKH SURWRFRO RI -DQXDU\ DQG WKH WD[ JXLGHOLQHV LVVXHG E\ WKH )
KHUHRI RU WKH 7UHDW\
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JRU WKH SXUSRVHV RI WKLV GLVFXVVLRQ RI )UHQFK LQFRPH WD[ FRQVHTXHQFH"
RZQHU RI $'6V WKDW LV DQ LQGLYLGXDO ZKR LV D 8 6 FLWL]HQ RU UHVLGHQ\
86 GRPHVWLF FRUSRUDWLRQ RU FHUWDLQ RWKHU HQWLWLHV FUHDWHG RU RU.
VWDWH WKHUHRI RU WKH 'LVWULFW RI &ROXPELD RU RWKHUZLVH VXEMHFW
EDVLV LQ UHVSHFW RI $'6V

.,/ D SDUWQHUVKLS RU DQ\ RWKHU HQWLW\ WUHDWHG DV SDUWQHUVKLS IRU 8 6
WUHDWPHQW RI D SDUWQHU JHQHUDOO\ ZLOO GHSHQG XSRQ WKH VWDWXV RI W|
86 +ROGHU LV D SDUWQHU LQ D SDUWQHUVKLS WKDW KROGV $'6V VXFK KROGH
UHJDUGLQJ WKH VSHFLILF WD[ FRQVHTXHQFHV RI DFTXLULQJ RZQLQJ DQG GLVS

7KLV GLVFXVVLRQ DSSOLHV RQO\ WR LQYHVWRUV WKDW KROG RXU $'6V DV FDSL
IXQFWLRQDO FXUUHQF\ WKDW DUH HQWLWOHG WR 7UHDW\ EHQHILWV XQGHU Wk
7UHDW\ DQG ZKRVH RZQHUVKLS RI WKH $'6V LV QRW HIIHFWLYHO\ FRQQHFWHG \
LQ )JUDQFH &HUWDLQ 8 6 +ROGHUV LQFOXGLQJ EXW QRW OLPLWHG WR 8 6 H]J
DV SDUWQHUVKLSV IRU 8 6 IHGHUDO LQFRPH WD[ SXUSRVHV EDQNV LQVXUDQF
FRPSDQLHV WD[ H[HPSW RUJDQL]DWLRQV ILQDQFLDO LQVWLWXWLRQV SHUVRQ
ZKR DFTXLUHG WKH $'6V SXUVXDQW WR WKH H[HUFLVH RI HPSOR\HH VKDUH RSW
WKDW RZQ GLUHFWO\ LQGLUHFWO\ RU E\ DWWULEXWLRQ RU PRUH RI RXU YR
FDSLWDO GHDOHUV LQ VHFXULWLHV RU FXUUHQFLHV SHUVRQV WKDW HOHFW W
LQFRPH WD[ SXUSRVHV DQG SHUVRQV KROGLQJ $'6V DV D SRVLWLRQ LQ D V\QW}#
WUDQVDFWLRQ PD\ EH VXEMHFW WR VSHFLDO UXOHV QRW GLVFXVVHG EHORZ

86 +ROGHUV DUH XUJHG WR FRQVXOW WKHLU RZQ WD[ DGYLVRUV UHJDUGLQJ W
DQG GLVSRVLWLRQ RI $'6V LQ OLJKW RI WKHLU SDUWLFXODU FLUFXPVWDQFHV |
%HQHILWVU SURYLVLRQ

(VWDWH DQG *LIW 7D[HV

,Q JHQHUDO D WUDQVIHU RI $'6V E\ JLIW RU E\ UHDVRQ RI GHDWK RI D 8 6 +RO
JUHQFK JLIW RU LQKHULWDQFH WD[ UHVSHFWLYHO\ ZLOO QRW EH VXEMHFW WR
EHWZHHQ WKH *RYHUQPHQW RI WKH 8QLWHG 6WDWHV RI $PHULFD DQG WKH *RY|
$YRLGDQFH RI 'RXEOH 7D[DWLRQ DQG WKH 3UHYHQWLRQ RI J)LVFDO (YDVLRQ ZLW
DQG *LIWV GDWHG 1RYHPEHU DV DPHQGHG E\ WKH SURWRFRO GDWHG IU
RU WKH WUDQVIHURU LV GRPLFLOHG LQ J)UDQFH DW WKH WLPH RI PDNLQJ WKH J
ZHUH XVHG LQ RU KHOG IRU XVH LQ WKH FRQGXFW RI D EXVLQHVV WKURXJK D
JUDQFH

JLQDQFLDO 7UDQVDFWLRQV 7D]

3XUVXDQW WR $UWLFOH WHU =2 RGMWKBQOUHROKGRM BREMN& SXUFKDVHV RI FI
VHFXULWLHV LVVXHG E\ D )UHQFK FRPSDQ\ LQFOXGLQJ $'6V ZKLFK DUH OLVWH
IRUHLJQ UHJXODWHG PDUNHW IRUPDOO\ DFNQRZOHGJHG E\ WKH $0) LQ HDFK FIL
ORQHWDU\ DQG )LQDQFLDO &RGH RU WKH )0)& DUH VXEMHFW LQ )UDQFH WR D
)77 SURYLGHG LQWHU DOLD WKDW WKH LVVXHUxV PDUNHW FDSLWDOL]DWLRQ H|
SUHFHGLQJ WKH WD[DWLRQ \HDU

$ OLVW RI )UHQFK UHOHYDQW FRPSDQLHVY ZKRVH PDUNHW FDSLWDOL]DWLRQ HI[F
SUHFHGLQJ WKH WD[DWLRQ \HDU ZLWKLQ WKH PHDQLQJ RI $UWLFOH WHU ="' F
WKH J)UHQFK WD[ DXWKRULWLHV $V RI '"HFHPEHU RXU PDUNHW FDSLWDOL]
*OREDO 6HOHFW ODUNHW LV QRW FXUUHQWO\ DFNQRZOHGJHG E\ WKH $0) EXW W
$vV D UHVXOW WKH $'6V DUH QRW FXUUHQWO\ ZLWKLQ WKH VFRSH RI WKH )77 3.
VXEMHFW WR WKH )77 LI RXU PDUNHW FDSLWDOL]DWLRQ H[FHHGV ELOOLR
D IRUHLJQ UHJXODWHG PDUNHW IRUPDOO\ DFNQRZOHGJHG E\ WKH $0)

SHILVWUDWLRQ '"XWLHV

,Q WKH FDVH ZKHUH WKH )77 LV QRW DSSOLFDEOH WUDQVIHUV RI VKDUHV LV
D UHJXODWHG RU RUJDQL]HG PDUNHW ZLWKLQ WKH PHDQLQJ RI WKH )0)& DUH V
UDWH RI LI WKH WUDQVIHU LV HY L @OFQAH B FE\WH & UHLMMKHHQ L\§DWBOARB WU R XV
ZKHUHDV WUDQVIHUV RI VKDUHV LVVXHG E\ D )JUHQFK FRPSDQ\ ZKLFK DUH QR
ZLWKLQ WKH PHDQLQJ RI WKH )0)& DUH VXEMHFW WR XQFDSSHG UHJLVWUDWLRC
H[LVWHQFH RI D ZULDVWHQ VWDWHPHQW

$V RUGLQDU\ VKDUHV RI 1DQRELRWL[ DUH OLVWHG RQ WKH UHJXODWHG PDUNHYV
PDUNHW ZLWKLQ WKH PHDQLQJ RI WKH )0)& WKHLU WUDQVIHU VKRXOG EH VXEM
VXEMHFW WR WKH H[LVWHQFHODRWB ZULWWHQ DJUHHPHQW
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$OWKRXJK WKHUH LV QHLWKHU FDVH ODZ QRU RIILFLDO JXLGHOLQHV SXEOLVKH
WUDQVIHUV RI $'6V VKRXOG QRW EH VXEMHFW WR WKH DIRUHPHQWLRQHG UH
HDOWK 7D][

7KH JUHQFK ZHIPGWW B/MBM[VROLGDULWOWEHHID URJSMDXQHG E\ WKH RLQGKFH ELOO
ILQDQFHYV SREDWHG '"HFHPEHU ,W XVHG WR DSSO\ RQO\ WR LQGLYLGXDO\
$'6V KHOG E\D 8 6 UHVLGHQW DV GHILQHG SXUVXDQW WR WKH SURYLVLRQV RI
QRW RZQ GLUHFWO\ RU LQGLUHFWO\ PRUH WKDQ RI WKH LVVXHUxV ILQDQFLD
EXVLQHVYVY SURSHUW\ RI D SHUPDQHQW HVWDEOLVKPHQW RU IL[HG EDVH LQ )UD(

6LQFH -DQXDU\ LW KDV EHHQ UHSODFHG IER DV WX W IDMO! RV W0 @K ZRKPIREW &
DSSOLHV RQO\ WR LQGLYLGXDOV RZQLQJ JUHQFK UHDO HVWDWH DVVHWV RU UL.
HQWLWLHY DQG ZKRVH QHW WD[DEOH DVVHWY DPRXQW WR DW OHDVW

JUHQFK UHDO HVWDWH ZHDOWK WD[ PD\ RQO\ DSSO\ WR 8 6 +ROGHUV WR WKH F

DUH QRW DOORFDWHG WR LWV RSHUDWLRQDO DFWLYLW\ IRU WKH IUDFWLRQ RI

DVVHWY DQG VKRXOG QRW JHQHUDOO\ DSSO\ WR VHFXULWLHVY KHOG E\ DQ HOL

SXUVXDQW WR WKH SURYLVLRQV RI WKH 7UHDW\ SURYLGHG WKDW VXFK 8 6 +R!
RI WKH LVVXHUXxV ILQDQFLDO ULJKWYV

7D[DWLRQ RI 'LYLGHQGV

'LYLGHQGV SDLG E\ D JUHQFK FRUSRUDWLRQ WR QRQ UHVLGHQWYV Rl JUDQFH DU
D UDWH RI IRU FRUSRUDWH ERGLHV RU RWKHU OHJDO HQWLWLHV LQ SULQF
RU IRU LQGLYLGXDOV 'LYLGHQGV SDLG E\ D )JUHQFK FRUSRUDWLRQ LQ D QR
WKH OLVW UHIHUUHG WR LQ $UWLFOH $ RI WKH )7& RWKHU WKDQ WKRVH PH!
RI WKH )7& ZLOO JHQHUDOO\ EH VXEMHFW WR J)UHQFK ZLWKKROGLQJ WD[ DW D

+RZHYHU HOLJLEOH 8 6 +ROGHUV RWKHU WKDQ LQGLYLGXDOV VXEMHEW WR W
HQWLWOHG WR 7UHDW\ EHQHILWV XQGHU WKH U/LPLWDWLRQ RQ %HQHILWVU SU
DV GHILQHG SXUVXDQW WR WKH SURYLVLRQV RI WKH 7UHDW\ ZLOO QRW EH VXE
PD\ EH VXEMHFW WR WKH ZLWKKROGLQJ WD[ DW D UHGXFHG UDWH DV GHVFULE

8QGHU WKH 7UHDW\ WKH UDWH RI )UHQFK ZLWKKROGLQJ WD[ RQ GLYLGHQGV SC
UHVLGHQW DV GHILQHG SXUVXDQW WR WKH SURYLVLRQV RI WKH 7TUHDW\ DQG Zk
FROQQHFWHG ZLWK D SHUPDQHQW HVWDEOLVKPHQW RU IL[HG EDVH WKDW VXFK &

WR RU WR LI VXFK 8 6 +ROGHU LV D FRUSRUDWLRQ DQG RZQV GLUHFWO\ R
RI WKH LVVXHU VXFK 8 6 +ROGHU PD\ FODLP D UHIXQG IURP WKH JUHQFK WD[ D
RI WKH 7UHDW\ UDWHYV RI RU LI DQ\

JRU 8 6 +ROGHUV WKDW DUH QRW LQGLYLGXDOV EXW DUH 8 6 UHVLGHQWYV DV
WKH UHTXLUHPHQWY IRU HOLJLELOLW\ IRU 7UHDW\ EHQHILWY LQFOXGLQJ WKH
WKH U/LPLWDWLRQ RQ %HQHILWVU SURYLVLRQ RI WKH 7UHDW\ DUH FRPSOH[ D!
UHTXLUHPHQWY E\ WKH SURWRFRO RI -DQXDU\ 8 6 +ROGHUV DUH DGYLVE
UHJDUGLQJ WKHLU HOLJLELOLW\ IRU 7JUHDW\ EHQHILWY LQ OLJKW RI WKHLU RZC

,Q WKH HYHQW WKDW GLYLGHQGYV DUH SDLG E\ XV GLYLGHQGV SDLG WR DQ HOL
WKH UHGXFHG UDWHV RI RU SURYLGHG WKDW

a VXFK KROGHU HVWDEOLVKHV EHIRUH WKH GDWH RI SD\PHQW WKDW LW LV |
DQG SURYLGLQJ WKH GHSRVLWDU\ ZLWK WUHDW\ IRUPV )RUPV DQG

a WKH GHSRVLWDU\ RU RWKHU ILQDQFLDO LQVWLWXWLRQ PDQDJLQJ WKH 8 €
SURYLGHV WKH JUHQFK SD\LQJ DIJHQW ZKLFK ZLOO FRPSOHWH )RUPV D
GRFXPHQW OLVWLQJ FHUWDLQ LQIRUPDWLRQ DERXW WKH 8 6 +ROGHU DQC(
ILQDQFLDO LQVWLWXWLRQ PDQDJLQJ WKH 8 6 +ROGHUxXxV VHFXULWLHV DFI
DFFXUDF\ RI WKH LQIRUPDWLRQ SURYLGHG LQ WKH GRFXPHQW

2WKHUZLVH GLYLGHQGY SDLG WR D 8 6 +ROGHU WKDW LV D OHJDO SHUVRQ RU
DQG EHIRUH WKH GLYLGHQG SD\PHQW GDWH ZLOO EH VXEMHFW WR )UHQFK Z
DQ\ 8 6 +ROGHU LI SDLG LQ D QRQ FRRSHUDWLYH 6WDWH RU WHUULWRU\ DV VI
)7& RWKHU WKDQ WKRVH PHQWLRQHG LQ p RI ELV RI WKH VDPH $UWLFOH {
WKDW QHLWKHU WKH SXUSRVH QRU WKH HIITHFW RI SD\LQJ WKH GLYLGHQG LQ W
LOQOWHQW RI WD[ HYDVLRQ RU DYRLGDQFH WKH 8 6 +ROGHU WR EH ORFDWHG LQ
ODWHU GDWH WR RU SURYLGHG WKDW VXFK KROGHU GXO\ FRPSOHWHYV DQ
JRUPV DQG EHIRUH '"HFHPEHU RI WKH VHFRQG FDOHQGDU \HDU IROORZL
LV SDLG
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&HUWDLQ TXDOLI\LQJ SHQVLRQ IXQGV DQG FHUWDLQ RWKHU WD[ H[HPSW HQWLYV
UHTXLUHPHQWY DV RWKHU 8 6 +ROGHUV H[FHSW WKDW WKH\ PD\ KDYH WR VXSS
HQWLWOHPHQW WR WKHVH EHQHILWYV

JRUPV DQG WRIJHWKHU ZLWK DSSURSULDWH LQVWUXFWLRQV ZLOO EH Sl
UHJLVWHUHG ZLWK WKH GHSRVLWDU\ 7KH GHSRVLWDU\ ZLOO DUUDQJH IRU WKH
IRUPV SURSHUO\ FRPSOHWHG DQG H[HFXWHG E\ 8 6 +ROGHUV RI $'6V DQG UHW>
WKDW WKH\ PD\ EH ILOHG ZLWK WKH J)UHQFK WD[ DXWKRULWLHV EHIRUH WKH GL
ZLWKKROGLQJ WD[ UDWH 2WKHUZLVH WKH GHSRVLWDU\ PXVW ZLWKKROG WDJ[ C
WKDW FDVH WKH 8 6 +ROGHUV PD\ FODLP D UHIXQG IURP WKH )UHQFK WD[ DXW
WKH ZLWKKROGLQJ WD[ UDWH DSSOLFDEOH XQGHU )UHQFK GRPHVWLF ODZ WR 8
WKH FDS SURYLGHG LQ WKH 7UHDW\ L H WKH UDWH VKDOO DSSO\ ZLW
7TUHDW\

6XEMHFW WR FHUWDLQ VSHFLILF FRQGLWLRQV D FRUSRUDWH 8 6 +ROGHU ZKLF
ZKLFK WKH GLYLGHQG LV UHFHLYHG PD\ EH HQWLWOHG WR D GHIHUUDO UHJLPH

7D[ RQ 6DOH RU 2WKHU 'LVSRVLWLRQ

$v D PDWWHU RI SULQFLSOH XQGHU )UHQFK WD[ ODZ D 8 6 +ROGHU VKRXOG Q
JDLQ IURP WKH VDOH H[FKDQJH UHSXUFKDVH RU UHGHPSWLRQ E\ XV RI $'6V S|
WD[ UHVLGHQW IRU )UHQFK WD[ SXUSRVHV DQG KDV QRW KHOGGRRUWWERERR R
EOQOILFHVOWBRWLDR)N WLPH GXULQJ WKH SUHFHGLQJ ILYH \HDUV HLWKHU GLUHF\
LQGLYLGXDOV DORQH RU ZLWK UHODWLYHV DV DQ H[FHSWLRQ D 8 6 +ROGHU
FRRSHUDWLYH 6WDWH RU WHUULWRU\ DV VHW RXW LQ WKH OLVW UHIHUUHG WR
LQ p RI ELV RI WKH VDPH $UWLFOH $ RI WKH )7& VKRXOG EH VXEMHFW WR
VXFK FDSLWDO JDLQ UHJDUGOHVV RI WKH IUDFWLRQ RI WKH GLYLGHQG ULJKWYV

8QGHU WKH 7UHDW\ D 8 6 +ROGHU ZKR LV D 8 6 UHVLGHQW IRU SXUSRVHV RI W
QRW EH VXEMHFW WR JUHQFK WD[ RQ DQ\ VXFK FDSLWDO JDLQ IURP WKH VDOH

RWKHU WKDQ UHGHPSWLRQ SURFHHGV ZKLFK PD\ XQGHU FHUWDLQ FLUFXPVWD
GLYLGHQGV XQGHU JUHQFK GRPHVWLF WD[ ODZ RU DGPLQLVWUDWLYH JXLGHOLG
EXVLQHVV SURSHUW\ RI D SHUPDQHQW HVWDEOLVKPHQW RU IL[HG EDVH WKDW \
RZQ $'6V WKURXJK 8 6 SDUWQHUVKLSY WKDW DUH QRW UHVLGHQW IRU 7UHDW\

DGYLVRUV UHJDUGLQJ WKHLU JUHQFK WD[ WUHDWPHQW DQG WKHLU HOLJLELOL\
FLUFXPVWDQFHV $ 8 6 +ROGHU WKDW LV QRW D 8 6 UHVLGHQW IRU 7UHDW\ SX
ERWK FDVHV LV QRW UHVLGHQW HVWDEOLVKHG RU LQFRUSRUDWHG LQ D QRQ F
UHIHUUHG WR LQ $UWLFOH $ Rl WKH )7& RWKHU WKDQ WKRVH PHQWLRQHG L
)7& DQG KDV KHOG PRUH WKDQ RI RXUGGLRLLVEWH Q@ & [ ULQ K @MDAM @RIZRIAVDIPXY G X U L |
WKH SUHFHGLQJ ILYH \HDUV HLWKHU GLUHFWO\ RU LQGLUHFWO\ DQG DV UHOTC
VXEMHFW WR D OHY\ LQ JUDQFH DW WKH UDWH RI WKH VWDQGDUG FRUSRUDWH |
SURJUHVVLYHO\ GHFUHDVHG WR LQ LI VXFK 8 6 +ROGHU LV D OHJDO SH!
LQGLYLGXDO

6SHFLDO UXOHV DSSO\ WR 8 6 +ROGHUV ZKR DUH UHVLGHQWV Rl PRUH WKDQ R
7KH GLVFXVVLRQ DERYH LV D VXPPDU\ Rl WKH PDWHULDO JUHQFK WD[ FRQVHTXF
DQG LV EDVHG XSRQ ODZV DQG UHOHYDQW LQWHUSUHWDWLRQV WKHUHRI LQ HII
VXEMHFW WR FKDQJH SRVVLEO\ ZLWK UHWURDFWLYH HIITHFW ,W GRHV QRW FRY
LPSRUWDQFH WR D SURVSHFWLYH LQYHVWRU (DFK SURVSHFWLYH LQYHVWRU L\
DERXW WKH WD[ FRQVHTXHQFHV WR LW RI DQ LQYHVWPHQW LQ $'6V LQ OLJKW R
) 'LYLGHQGYV DQG 3D\LQJ $JHQWV

1RW DSSOLFDEOH

* BWDWHPHQW E\ ([SHUWYV

1RW DSSOLFDEOH

+ 'RFXPHQWV RQ 'LVSOD\

‘H DUH VXEMHFW WR WKH LQIRUPDWLRQ UHSRUWLQJ UHTXLUHPHQWYV RI WKH ([F
DQG XQGHU WKRVH UHTXLUHPHQWY ILOH UHSRUWYV ZLWK WKH 6(& 7KRVH UHSRL

ORFDWLRQV GHVFULEHG EHORZ $V D IRUHLJQ SULYDWH LVVXHU ZH DUH H[HPSV
WR WKH IXUQLVKLQJ DQG FRQWHQW RI SUR[\ VWDWHPHQWY DQG RXU VXSHUYLYV
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VKDUHKROGHUV DUH H[HPSW IURP WKH UHSRUWLQJ DQG VKRUW VZLQJ SURILW L
([FKDQJH $FW ,Q DGGLWLRQ ZH DUH QRW UHTXLUHG XQGHU WKH ([FKDQJH $FW
VWDWHPHQWY ZLWK WKH 6(& DV IUHTXHQWO\ RU DV SURPSWO\ DV 8QLWHG 6WDV
XQGHU WKH ([FKDQJH $FW 1HYHUWKHOHVV ZH ILOH ZLWK WKH 6(& DQ $QQXDO !
KDYH EHHQ H[DPLQHG DQG UHSRUWHG RQ ZLWK DQG RSLQLRQ H[SUHVVHG E\ D
ILUP DQG ZH VXEPLW TXDUWHUO\ LQWHULP FRQVROLGDWHG ILQDQFLDO GDWD \
‘H PDLQWDLQ D FRUSRAZZWGID DIREV RWH [DPRPHQG WR SRVW RXU $QQXDO 5HSRUW F
SURPSWO\ IROORZLQJ LW EHLQJ ILOHG ZLWK WKH 6(& ,QIRUPDWLRQ FRQWDLQH
ZHEVLWH GRHVY QRW FRQVWLWXWH D SDUW Rl WKLV $QQXDO 5HSRUW :H KDYH L
5HSRUW VROHO\ DV DQ LQDFWLYH WH[WXDO UHIHUHQFH

7KH 6(& PDLQWDLQV D ZHEVLWH KWWS ZZZ VHF JRY WKDW FRQWDLQV UHSRUYV
LQIRUPDWLRQ UHJDUGLQJ UHJLVWUDQWY VXFK DV 1DQRELRWL[ WKDW ILOH HO
:LWK UHVSHFW WR UHIHUHQFHV PDGH LQ WKLV $QQXDO 5HSRUW WR DQ\ FRQWUL
UHIHUHQFHY DUH QRW QHFHVVDULO\ FRPSOHWH DQG \RX VKRXOG UHIHU WR WKI
WKLV $QQXDO 5HSRUW IRU FRSLHV RI WKH DFWXDO FRQWUDFW RU GRFXPHQW

, 6XEVLGLDU\ ,QIRUPDWLRQ

1RW DSSOLFDEOH

,7(0 48$17,7$7,9( $1' 48%/,7$7,9( ',6&/2685(6 $%287 0$5.(7 5,6.
JRUHLJQ &XUUHQF\ ([FKDQJH 5LVN

‘H XVH WKH HXUR DV RXU IXQFWLRQDO FXUUHQF\ DQG WKH VXEVWDQWLDO PDMF
$W WKLV VWDJH LQ RXU GHYHORSPHQW ZH DUH H[SRVHG WR PLQLPDO IRUHLJQ
WUDQVDFWLRQV RXWVLGH WKH HXUR]JRQH LQ WKH QRUPDO FRXUVH RI EXVLQHV)

$vV RI WKH GDWH RI WKLV $QQXDO 5HSRUW ZH KDYH QRW XVHG KHGJLQJ WR
IOXFWXDWLRQV +RZHYHU D VLJQLILFDQW LQFUHDVH LQ EXVLQHVV DFWLYLW\
HXUR DUH XVHG FRXOG OHDG WR JUHDWHU H[SRVXUH WR FXUUHQF\ ULVN $V
H[FKDQJH ORVVHV IRU DQ DPRXQW RI PLOOLRQ VHH 1RWHV DQG Rl RXU
LPSDFW ZDV ILUVW DULVLQJ I[URP UHWDLQLQJ PLOOLRQ RI JURVV SURFHH(
EDQN DFFRXQW $IWHU GHGXFWLRQ RI WKH WUDQVDFWLRQ FRVWYVY WKLV DPR
WUDQVDFWLRQ H[SHQVHV $V RI '"HFHPEHU WKH SURFHHGV IURP WKLV L
GROODUV RQ RXU FXUUHQW DFFRXQW IRU D WRWDO DPRXQW RI PLOOLRQ D
7KH UHPDLQLQJ IDFWRUV IRU WKLY LQFUHDVH LQ IRUHLJQ H[FKDQJH ULVN LV W
WKH UHDVRQV IRU WKHVH IRUHLJQ H[FKDQJH ORVVHV ZHUH UHODWHG WR R(
DVVHVVPHQW RI WKLV ULVN IRU WKH \HDU VHH 1RWH RI RXU FRQVROLGDW

,QWHUHVW 5DWH 5LVN

2XU H[SRVXUH WR LQWHUHVW UDWH ULVN LV SULPDULO\ UHODWHG WR RXU FDV}
RI PRQH\ PDUNHW PXWXDO IXQGV 6,&$9V :H KDG FDVK DQG FDVK HTXLYDOHQW

DV FRPSDUHG ZLWK PLOOLRQ DV RI '"HFHPEHU DQG PLOOLRQ
DPRXQWV DW HDFK GDWH FRQVLVWHG RI EDQN DFFRXQWV DQG VKRUW WHUP G|
LPSDFW RQ WKH LQWHUHVW HDUQHG IURP WKHVH LQYHVWPHQWY DQG WKH FDV
LQ LQWHUHVW LQFRPH KDYH QRW EHHQ VLJQLILFDQW

,Q -X0O\ ZH HQWHUHG LQWR DQ DJUHHPHQW IRU WKH (,% ORDQ XQGHU ZKLFk
GLYLGHG LQWR WKUHH GLVEXUVHPHQW WUDQFKHV WZR RI ZKLFK ZHUH UHFHL
SD\DEOH XQGHU WKH ORDQ DJUHHPHQW LV D IL[HG UDWH EDVHG RQ WKH DSSC

PDWXULW\ SD\DEOH VHPL DQQXDOO\ DQG SD\DEOH VHPL DQQXDOO\ IR
UHVSHFWLYHO\ :H DOVR FRPPLWWHG XQGHU D UR\DOW\ DJUHHPHQW HQWHUHG
RI VL[ \HDUV EHJLQQLQJ RQ -DQXDU\ WR SD\ DGGLWLRQDO LQWHUHVW LQ

WKH QXPEHU RI WUDQFKHV WKDW KDYH EHHQ ZLWKGUDZQ DQG LQGH[HG RQ R
ZRXOG EH GXH E\ -XQH RI WKH \HDU IROORZLQJ VXFK VDOHV ,Q WKH HYHQW
FKDQJH Rl FRQWURO DIWHU UHSD\PHQW RI WKH ORDQ WKH (,% LV HQWLWOHG
SUHVHQW YDOXH RI WKH UR\DOWLHV DV GHWHUPLQHG E\ DQ LQGHSHQGHQW F
PLOOLRQ $V WKH YDULDEOH UDWH RI DQ\ VXFK UR\DOWLHV GXH ZLOO GHSHQC
EXW RQ RXU SHUIRUPDQFH RXU H[SRVXUH WR LQWHUHVW UDWH DQG PDUNHW U

2Q -XQH &XUDGLJP H[HFXWHG WKH 'HHS 7HFK )XQGLQJ 7KH 'HHS 7HFK )
LPSDFW RQ RXU LQWHUHVW UDWH ULVN



[ZDEQH RI dRQWHQWYV

2Q -XQH WKH &RPSDQ\ HQWHUHG LQWR D PLOOLRQ 3*( ZLWK +6%& )UIL
+6%& 3*( /RDQ GLG QRW KDYH D PDWHULDO LPSDFW RQ RXU LQWHUHVW UDWH Ul

2Q -XO\ WKH &RPSDQ\ HQWHUHG LQWR D PLOOLRQ 3*( ZLWK %SL)UDQ
%SL)UDQFH 3*( /RDQ GLG QRW KDYH D PDWHULDO LPSDFW RQ RXU LQWHUHVW UI

,Q WKH RUGLQDU\ FRXUVH RI EXVLQHVY ZH PD\ HQWHU LQWR FRQWUDFWXDO D[
UDWH ULVNV +RZHYHU ZH GR QRW EHOLHYH WKDW D FKDQJH LQ FXUUHQW L
RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

/ILTXLGLW\ ULVN

*LYHQ WKH DPRXQW RI FDVK DQG FDVK HTXLYDOHQWY KHOG E\ WKH &RPSDQ\ D
&RPSDQ\ GRHVY QRW EHOLHYH WKDW LW LV H[SRVHG WR VKRUW WHUP OLTXLGLW
&UHGLW ULVN

&UHGLW ULVN DULVHV IURP FDVK DQG FDVK HTXLYDOHQWY GHULYDWLYH LQVWI
LOQVWLWXWLRQV DV ZHOO DV IURP H[SRVXUH WR FXVWRPHU FUHGLW LQ S
FRPPLWPHQWYV

7KH FUHGLW ULVN UHODWHG WR FDVK DQG FDVK HTXLYDOHQWY DQG WR FXUU
TXDOLW\ RI WKH UHOHYDQW ILQDQFLDO LQVWLWXWLRQV

&XVWRPHU FUHGLW ULVN LV OLPLWHG GXH LQ SDUW WR ORZ WUDGH UHFHLY!|
FXVWRPHUVx KLJK FUHGLW UDWLQJ IRU RWKHU UHFHLYDEOHYV

,7(0 '(6&5,37,21 2) 6(&85,7,(6 27+(5 7+$1 (48,7< 6(&85,7,(6

$ 'HEW 6HFXULWLHV

1RW DSSOLFDEOH

% :DUUDQWYV DQG 5LJKWV

1RW DSSOLFDEOH

& 2WKHU 6HFXULWLHYV

1RW DSSOLFDEOH

' $PHULFDQ 'HSRVLWDU\ 6KDUHYV

&LWLEDQN 1 $ DV GHSRVLWDU\ IRU RXU $'6V UHJLVWHUV DQG GHOLYHUV $'6V
GHSRVLWHG ZLWK &LWLEDQN (XURSH 3/& ORFDWHG DW *UHHQZLFK 6WUHHW
FXVWRGLDQ IRU WKH GHSRVLWDU\ (DFK $'6 ZLOO DOVR UHSUHVHQW DQ\ RWKHU
KHOG E\ WKH GHSRVLWDU\ LQ UHVSHFW RI WKH GHSRVLWDU\ IDFLOLW\ 7KH GHS
ZLOO EH DGPLQLVWHUHG LV ORFDWHG DW *UHHQZLFK 6WUHHW 1HZ <RUN 1H
$ GHSRVLW DJUHHPHQW DPRQJ XV WKH GHSRVLWDU\ DQG WKH $'6 KROGHUV VH\
ULJKWV DQG REOLJDWLRQV RI WKH GHSRVLWDU\ 1HZ <RUN ODZ JRYHUQV WKH G
$JUHHPHQW LV LQFRUSRUDWHG E\ UHIHUHQFH DV DQ H[KLELW WR WKLV $QQXDO
)RU DGGLWLRQDO LQIRUPDWLRQ RQ RXU $'6V SOHDVH UHIHU WR ([KLELW U'H
YHHV DQG &KDUJHV

$v DQ $'6 KROGHU \RX ZLOO EH UHTXLUHG WR SD\ WKH IROORZLQJ IHHV XQGHU
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6HUYLFH JHHV
,VVXDQFH RI $'6V H J DQ LVVXDQFH RI $'6 V XSRQ D GHSRVLW RI
RUGLQDU\ VKDUHV XSRQ D FKDQJH LQ WKH $'6 V WR RUGLQDU\ VKDUHYV
UDWLR RU IRU DQ\ RWKHU UHDVRQ H[FOW&V[%JJ $ .6 LV%}%(I% F\ﬁ'\é\,\@}/ a/
UHVXOW RI GLVWULEXWLRQV RI RUGLQDU §|\;3 sXu % 6 %FN
GLYLGHQGY RU RWKHU IUHH VWRFN GLVWULEXWLRQV RU WR WKH H[HUFLVH RI
ULIJKWV WR SXUFKDVH DGGLWLRQDO $'6V

, VVXDQFH RI $'6V H J DQ LVVXDQFH RI $'6 V XSRQ D GHSRVLW RI

RUGLQDU\ VKDUHV XSRQ D FKDQJH LQ WKH $'6 V WR RUGLQDU\ VKDUHYV
UDWLR RU IRU DQ\ RWKHU UHDVRQ H[Fog%?&vl%j $ .6 LV%/ %Fw\é\/'% \%
UHVXOW RI GLVWULEXWLRQV RI RUGLQDU ’8-|\;3 sXu ?S‘X (y\'/: QPNG
GLYLGHQGV RU RWKHU IUHH VWRFN GLVWULEXWLRQV RU WR WKH H[HUFLVH RI
ULJKWV WR SXUFKDVH DGGLWLRQDO $'6V

,VVXDQFH RI $'6V HJ DQ LVVXDQFH RI $'6 V XSRQ D GHSRVLW RI

RUGLQDU\ VKDUHV XSRQ D FKDQJH LQ WKH $'6 V WR RUGLQDU\ VKDUHV
UDWLR RU IRU DQ\ RWKHU UHDVRQ H[Fog%;&vt% $'6 Lv%ﬁ% F\/@'Yﬁa D

UHVXOW RI GLVWULEXWLRQV RI RUGLQDU BV sfu % \AWR F N
GLYLGHQGV RU RWKHU IUHH VWRFN GLVWULEXWLRQV RU WR WKH H[HUFLVH RI
ULJKWV WR SXUFKDVH DGGLWLRQDO $'6V

,VVXDQFH RI $'6V HJ DQ LVVXDQFH RI $'6 V XSRQ D GHSRVLW RI

RUGLQDU\ VKDUHV XSRQ D FKDQJH LQ WKH $'6 V WR RUGLQDU\ VKDUHV
UDWLR RU IRU DQ\ RWKHU UHDVRQ H[Fog)s/G&vE%j $16 LV%/?S' F‘ﬁ'ﬁ,@ D

UHVXOW RI GLVWULEXWLRQV Rl RUGLQDU BV s Uk Qé \AW R F N
GLYLGHQGV RU RWKHU IUHH VWRFN GLVWULEXWLRQV RU WR WKH H[HUFLVH RI
ULJKWV WR SXUFKDVH DGGLWLRQDO $'6V

. VVXDQFH RI $'6V H J DQ LVVXDQFH RI $'6 V XSRQ D GHSRVLW RI
RUGLQDU\ VKDUHV XSRQ D FKDQJH LQ WKH $'6 V WR RUGLQDU\ VKDUHYV

UDWLR RU IRU DQ\ RWKHU UHDVRQ H[FO@?&VS{} $ .6 LV%}%(I%%F\E%VFES D

UHVXOW RI GLVWULEXWLRQV RI RUGLQDU ﬁ\p s¥u \?\NRFN
GLYLGHQGY RU RWKHU IUHH VWRFN GLVWULEXWLRQV RU WR WKH H[HUFLVH RI
ULIKWV WR SXUFKDVH DGGLWLRQDO $'6VWR SXUFKDVH DGGLWLRQDO $'6V

. VVXDQFH RI $'6V H J DQ LVVXDQFH RI $'6 V XSRQ D GHSRVLW RI

RUGLQDU\ VKDUHV XSRQ D FKDQJH LQ W L6\ R R U \'%

UDWLR RU IRU DQ\ RWKHU UHDVRQ HI[F 8$\}§: ﬁ@%&i&%@f@hl—b WKET VE\)IE
UHVXOW RI GLVWULEXWLRQV RI RUGLQDU ﬁ g DOQW \H |!€<Il—:|l\?
GLYLGHQGV RU RWKHU IUHH VWRFN GLVW WLRQV RU WR WKH H[HUFLVH RI

ULIJKWV WR SXUFKDVH DGGLWLRQDO $'6V

,VVXDQFH RI $'6V H J DQ LVVXDQFH RI $'6 V XSRQ D GHSRVLW RI

RUGLQDU\ VKDUHV XSRQ D FKDQJH LQ WKH $'6 V WR RUGLQDU\ VKDUHYV
UDWLR RU IRU DQ\ RWKHU UHDVRQ H[FOg%/G&VI%:J] $ 6 LV%}%(I%%FW BW
UHVXOW RI GLVWULEXWLRQV RI RUGLQDU |3|\;s sXu \\<le FH_'—IHUHG
GLYLGHQGY RU RWKHU IUHH VWRFN GLVWULEXWLRQV RU WR WKH H[HUFLVH RI
ULIKWV WR SXUFKDVH DGGLWLRQDO $'6VWR SXUFKDVH DGGLWLRQDO $'6V

,VVXDQFH RI $'6V H J DQ LVVXDQFH RI $'6 V XSRQ D GHSRVLW RI

RUGLQDU\ VKDUHV XSRQ D FKDQJH LQ WKH $'6 V WR RUGLQDU\ VKDUHYV
UDWLR RU IRU DQ\ RWKHU UHDVRQ H[Fog%?&v[%j $ 6 LV%/@I%%FF\&/@ %
UHVXOW RI GLVWULEXWLRQV RI RUGLQDU ﬁ\? sXu (y\)( HWNHG
GLYLGHQGY RU RWKHU IUHH VWRFN GLVWULEXWLRQV RU WR WKH H[HUFLVH RI
ULIJKWV WR SXUFKDVH DGGLWLRQDO $'6V

$V DQ $'6 KROGHU \RX ZLOO DOVR EH UHVSRQVLEOH WR SD\ FHUWDLQ FKDUJHV
34 WD[HV LQFOXGLQJ DSSOLFDEOH LQWHUHVW DQG SHQDOWLHV DQG RWKHL
WKH UHJLVWUDWLRQ IHHV DV PD\ IURP WLPH WR WLPH EH LQ HIIHFW IRU W
UHJLVWHU DQG DSSOLFDEOH WR WUDQVIHUV RI RUGLQDU\ VKDUHV WR RU
RU DQ\ QRPLQHHV XSRQ WKH PDNLQJ Rl GHSRVLWYV DQG ZLWKGUDZDOV UF
FHUWDLQ FDEOH WHOH[ DQG IDFVLPLOH WUDQVPLVVLRQ DQG GHOLYHU\ H
WKH IHHV H[SHQVHV VSUHDGV WD[HV DQG RWKHU FKDUJHV Rl WKH GHSR
LQ FRQQHFWLRQ ZLWK WKH FRQYHUVLRQ RI IRUHLJQ FXUUHQF\ VXFK IHHV
FKDUJHV WR EH GHGXFWHG IURP WKH IRUHLJQ FXUUHQF\
DQ\ UHDVRQDEOH DQG FXVWRPDU\ RXW RI SREFNHW H[SHQVHV LQFXUUHG LH
KROGHUV DQG EHQHILFLDO RZQHUV RI $'6V LQ FRPSO\LQJ ZLWK FXUUHQF\
UHTXLUHPHQWYV DQG
a WKH IHHV FRVWV DQG H[SHQVHV LQFXUUHG E\ WKH GHSRVLWDU\ WKH FX\
WKH VHUYLFLQJ RU GHOLYHU\ Rl GHSRVLWHG SURSHUW\

D Q

Q-

Q-
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$'6 IHHVY DQG FKDUJHV SD\DEOH XSRQ GHSRVLW RI RUGLQDU\ VKDUHV DJDLQV
$'6V IRU FDQFHOODWLRQ DQG ZLWKGUDZDO RI RUGLQDU\ VKDUHY DUH FKDUJHG
LQ WKH FDVH RI $'6 LVVXDQFHV DQG WR WKH SHUVRQ ZKR GHOLYHUV WKH $'6

FDQFHOODWLRQV ,Q WKH FDVH RI $'6V LVVXHG E\ WKH GHSRVLWDU\ LQWR '7& |
$'6 LVVXDQFH DQG FDQFHOODWLRQ IHHV DQG FKDUJHV PD\ EH GHGXFWHG IURP
EH FKDUJHG WR WKH '7& SDUWLFLSDQW V UHFHLYLQJ WKH $'6V RU WKH '7& SDU
FDQFHOODWLRQ DV WKH FDVH PD\ EH RQ EHKDOI RI WKH EHQHILFLDO RZQHU V
WR WKH DFFRXQW V RI WKH DSSOLFDEOH EHQHILFLDO RZQHU V LQ DFFRUGDQF
SDUWLFLSDQW V DV LQ HIIHFW DW WKH WLPH $'6 IHHV DQG FKDUJHV LQ UHVSH
FKDUJHG WR WKH KROGHUV DV RI WKH DSSOLFDEOH $'6 UHFRUG GDWH ,Q WKH I
DSSOLFDEOH $'6 IHHV DQG FKDUJHV LV GHGXFWHG IURP WKH IXQGV EHLQJ GLVW
WKDQ FDVK DQG WKH $'6 VHUYLFH IHH KROGHUV DV RI WKH $'6 UHFRUG GDWI|
IHHVY DQG FKDUJHV DQG VXFK $'6 IHHVY DQG FKDUJHV PD\ EH GHGXFWHG IURP GL
$'6V KHOG WKURXJK '7& WKH $'6 IHHV DQG FKDUJHV IRU GLVWULEXWLRQV RWKH
EH GHGXFWHG IURP GLVWULEXWLRQV PDGH WKURXJK '7& DQG PD\ EH FKDUJHG

WKH SURFHGXUHY DQG SUDFWLFHYVY SUHVFULEHG E\ '7& DQG WKH '7& SDUWLFLSEC
IHHVY DQG FKDUJHV WR WKH EHQHILFLDO RZQHUV IRU ZKRP WKH\ KROG $'6V

,Q WKH HYHQW RI UHIXVDO WR SD\ WKH GHSRVLWDU\ IHHV WKH GHSRVLWDU\ PD
UHIXVH WKH UHTXHVWHG VHUYLFH XQWLO SD\PHQW LV UHFHLYHG RU PD\ VHW R
GLVWULEXWLRQ WR EH PDGH WR WKH $'6 KROGHU

7KH IHHV DQG FKDUJHV \RX PD\ EH UHTXLUHG WR SD\ PD\ YDU\ RYHU WLPH DQG
GHSRVLWDU\ <RX ZLOO UHFHLYH SULRU QRWLFH RI VXFK FKDQJHV 7KH GHSRVL
LQFXUUHG E\ XV LQ UHVSHFW RI WKH $'5 SURJUDP E\ PDNLQJ DYDLODEOH D SR
WKH $'5 SURJUDP RU RWKHUZLVH XSRQ VXFK WHUPV DQG FRQGLWLRQV DV ZH D
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3$57 ,,
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1RW DSSOLFDEOH
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,QLWLDO 3XEOLF 2I1IHULQJ

2Q '"HFHPEHU ZH VROG QHZ RUGLQDU\ VKDUHV LQFOXGLQJ |
RUGLQDU\ VKDUH QRPLQDO YDOXH LQ RXU LQLWLDO SXEOLF RIIHULQJ LQ V
SHU $'6 DQG RUGLQDU\ VKDUHV LQ D FRQFXUUHQW RIIHULQJ RI RUGL
RXWVLGH Rl WKH 8QLWHG 6WDWHY WR FHUWDLQ LQYHVWRUV WKH U(XURSHDQ 2
U*OREDO 21IHULQJU DW D FRUUHVSRQGLQJ RIIHULQJ SULFH RI SHU RUGLQLE
DSSUR[LPDWHO\ PLOOLRQ 2Q 'HFHPEHU LQ FRQQHFWLRQ ZLWK WKH |
RSWLRQ WR SXUFKDVH DGGLWLRQDO VKDUHV ZH VROG DQ DGGLWLRQDO
$'6 UHVXOWLQJ LQ DGGLWLRQDO JURVV SURFHHGV RI PLOOLRQ :H LQFXUUH
DSSUR[LPDWHO\ PLOOLRQ DQG H[SHQVHV RI DSSUR[LPDWHO\ PLOOLRQ U
DSSUR[LPDWHO\ PLOOLRQ 1R SD\PHQWV ZHUH PDGH GLUHFWO\ RU LQGLUH!
PHPEHU RI RXUV RU WR WKHLU DVVRFLDWHVY SHUVRQV RZQLQJ WHQ SHUFHQW F
DQ\ Rl RXU DIILOLDWHVY 7KH RIIHULQJ FRPPHQFHG RQ 'HFHPEHU DQG GLG
VHFXULWLHV UHJLVWHUHG LQ WKH UHJLVWUDWLRQ VWDWHPHQW ZHUH VROG 7K
IRU RXU LQLWLDO SXEOLF RIIHULQJ ZDV 'HEHPEHU -HIIHULHV //&
MRLQW ERRN UXQQLQJ PDQDJHU IRU WKH *OREDO 2IIHULQJ DQG (YHUFRUH *UR>
MRLQW ERRN UXQQLQJ PDQDJHUV IRU WKH 8 6 2IIHULQJ *LOEHUW 'XSRQW DFW]I

,7(0 &21752/6 $1' 352&('85(6
'LVFORVXUH &RQWUROV DQG 3URFHGXUHV

2XU PDQDJIJHPHQW ZLWK WKH SDUWLFLSDWLRQ RI RXU &KDLUPDQ RI WKH ([HFXW
FKLHI ILQDQFLDO RIILFHU SULQFLSDO ILQDQFLDO RIILFHU KDV HYDOXDWHG W
SURFHGXUHV DV GHILQHG LQ 5XOHV D H DQG G H XQGHU WKH ([FKDQJH
FRYHUHG E\ WKLV $QQXDO 5HSRUW RQ )RUP )

%DVHG RQ WKH IRUHJRLQJ RXU &KDLUPDQ RI WKH ([HFXWLYH %RDUG SULQFLSI
SULQFLSDO ILQDQFLDO RIILFHU KDYH FRQFOXGHG WKDW DV RI 'HFHPEHU
ZHUH HIIHFWLYH DQG HQVXUH WKDW LQIRUPDWLRQ UHTXLUHG WR EH GLVFORVH
([FKDQJH $FW LV DFFXPXODWHG DQG FRPPXQLFDWHG WR RXU PDQDJHPHQW LQF
%RDUG SULQFLSDO H[HFXWLYH RIILFHU DQG FKLHI ILQDQFLDO RIILFHU SULQFI
UHJDUGLQJ UHTXLUHG GLVFORVXUH DQG LV UHFRUGHG SURFHVVHG VXPPDUL]F
VSHFLILHG E\ WKH 6(&xV UXOHV DQG IRUPV

ODQDJHPHQWxV $QQXDO 5HSRUW RQ ,QWHUQDO &RQWURO RYHU )LQDQFLDO 5HS
7KLV $QQXDO 5HSRUW GRHV QRW LQFOXGH D UHSRUW RI PDQDJHPHQWxV DVVHV

UHSRUWLQJ GXH WR D WUDQVLWLRQ SHULRG HVWDEOLVKHG E\ UXOHV RI WKH 6l
FRPSDQLHV

$WWHVWDWLRQ 5HSRUW Rl WKH 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP

7KLV $QQXDO 5HSRUW GRHV QRW LQFOXGH DQ DWWHVWDWLRQ UHSRUW RI WKH

WUDQVLWLRQ SHULRG HVWDEOLVKHG E\ UXOHV Rl WKH 6HFXULWLHY DQG ([FKDG
EHFDXVH 1DQRELRWL[ LV DQ HPHUJLQJ JURZWK FRPSDQ\ XQGHU WKH -2%6 $FW

&KDQJHV LQ &RQWURO RYHU )LQDQFLDO 5HSRUWLQJ

7KHUH KDV EHHQ QR FKDQJH LQ RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSE
WKDW KDV PDWHULDOO\ DIIHFWHG RU LV UHDVRQDEO\ OLNHO\ WR PDWHULDOO\
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,7(0 5(6(59("
1RW DSSOLFDEOH
,7(0 $ $8',7 &200,77(( ),1%$1&,$/ (;3(57

&EXUUHQWO\ RXU DXGLW FRPPLWWHH LV FRPSULVHG RI WZR PHPEHUV 0U (QQR
&RQGRPLQH DQG RQH REVHUYHU O0OU &KULVWRSKH 'RXDW ZKR DWWHQGV LQ D
KDV GHWHUPLQHG WKDW 0OU 6SLOOQHU LV DQ UDXGLW FRPPLWWHH ILQDQFLDO
DQG WKDW HDFK PHPEHU TXDOLILHVY DV ILQDQFLDOO\ VRSKLVWLFDWHG XQGHU \
&RQGRPLQH DQG 'RXDW DUH LOQOGHSHQGHQW DV VXFK WHUP LV GHILQHG LQ 5XOF
WKH OLVWLQJ VWDQGDUGY RI WKH 1DVGDT 6WRFN ODUNHW

,7(0 % &2'(2) (7+,&6

‘H KDYH DGRSWHG D &RGH RI &RQGXFW WKDW LV DSSOLFDEOH WR DOO RI RXU I
ERDUG PHPEHUV DQG VXSHUYLVRU\ ERDUG PHPEHUV 7KH &RGH RI &RQGXFW LV
Z2ZZ QDQRELRVEXURPRPSHUYLVRU\ ERDUG LV UHVSRQVLEOH IRU RYHUVHHLQJ WKH
DSSURYH DQ\ ZDLYHUV RI WKH &RGH RI &RQGXFW IRU HPSOR\HHV H[HFXWLYH E
PHPEHUV :H H[SHFW WKDW DQ\ DPHQGPHQWV WR WKH &RGH RI &RQGXFW RU DQC
GLVFORVHG RQ RXU ZHEVLWH

,7(0 & 35,1&,3$/ $&&2817%$17 )((6 $1' 6(59,&(6

(UQVW <RXQJ HW $XWUHV RU (UQVW <RXQJ KDV VHUYHG DV RXU LQGHSHQGH
DQG 2XU DFFRXQWDQWY ELOOHG WKH IROORZLQJ IHHV WR XV IRU SURIHVVL

<HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURYV
$XGLW )HHV

$XGLW 5HODWHG )HHV
7D[ )HHV

2WKHU YHHV

7RWDO

U$XGLW JHHVU DUH WKH DJJUHJDWH IHHV ELOOHG IRU WKH DXGLW RI RXU DQQX
LQFOXGHYV VHUYLFHV WKDW JHQHUDOO\ WKH LQGHSHQGHQW DFFRXQWDQW SUR)
UHYLHZ RI GRFXPHQWYV IL@QHG DIQWKLWKH 6(&$XGLW )HHVU DOVR LQFOXGHV IHHV
VHUYLFHV UHJDUGLQJ RXU LQLWLDO SXEOLF RIIHULQJ

U$XGLW 5HODWHG )HHVU DUH WKH DJJUHJDWH IHHVY ELOOHG IRU DVVXUDQFH DQ
WKH SHUIRUPDQFH RI WKH DXGLW DQG DUH QRW UHSRUWHG XQGHU $XGLW )HHV

U7D[ )HHVU DUH WKH DJJUHJDWH IHHV ELOOHG IRU SURIHVVLRQDO VHUYLFHV Ut
FRPSOLDQFH WD[ DGYLFH DQG WD[ SODQQLQJ UHODWHG VHUYLFHV

U2WKHU )HHVUO UHODWH WR VHUYLFHY SURYLGHG ZLWK UHVSHFW WR RXU UHJLV
$XGLW DQG 1RQ $XGLW 6HUYLFHV 3UH $SSURYDO 3ROLF\

7KH DXGLW FRPPLWWHH KDV UHVSRQVLELOLW\ IRU DSSRLQWLQJ VHWWLQJ FRP
LOGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP ,Q UHFRJQLWLRQ RI WK
SROLF\ JRYHUQLQJ WKH SUH DSSURYDO RI DOO DXGLW DQG SHUPLWWHG QRQ D>
UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP WR HQVXUH WKDW WKH SURYLVLRQ RI V
UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUPXV LQGHSHQGHQFH IURP XV DQG RXU PD
SURYLGHG E\ RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP KDV L
FRPPLWWHH LW UHTXLUHV VSHFLILF SUH DSSURYDO E\ WKH DXGLW FRPPLWWHH
H[FHVV RI SUH DSSURYHG FRVW OHYHOV UHTXLUHV VSHFLILF SUH DSSURYDO E\
VHUYLFHVY UHQGHUHG E\ RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ
FRPPLWWHH

3XUVXDQW WR LWV SUH DSSURYDO SROLF\ WKH DXGLW FRPPLWWHH PD\ GHOHJIL
FKDLUSHUVRQ RI WKH DXGLW FRPPLWWHH 7KH GHFLVLRQV RI WKH FKDLUSHUVR
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WKH IXOO bXGLW FRPPLWWHH DW LWV QH[W VFKHGXOHG PHHWLQJ 7KH DXGLW I
SUH DSSURYH VHUYLFHV WR WKH PDQDJHPHQW

7KH DXGLW FRPPLWWHH KDV FRQVLGHUHG WKH QRQ DXGLW VHUYLFHV SURYLGH
EHOLHYHV WKDW WKH\ DUH FRPSDWLEOH ZLWK PDLQWDLQLQJ (UQVW <RXQJxV
SXEOLF DFFRXQWLQJ ILUP

,7(0 ' (;(037,216 )520 7+( /,67,1* 67$1'$5'6 )25 $8',7 &200,77((6

1RW DSSOLFDEOH

,7(0 ( 385&+$6(6 2) (48,7< 6(&85,7,(6 %< 7+( ,668(5 $1' $)),/,$7(' 385&+$6(56
1RW DSSOLFDEOH

,7(0 ) &+$1*( ,1 5(*,675%$17x6 &(57,)<,1* $&&2817$17

1RW DSSOLFDEOH

,7(0 * &25325$7( *29(51$1&(

$V D )UNW@RFFHLOW© D@MR/WAB RQ WKH UHJXODWHG PDUNHW RI (XURQH[W LQ 3DULV
FRUSRUDWH JRYHUQDQFH UHTXLUHPHQWY XQGHU )UHQFK ODZ ,Q DGGLWLRQ D
*OREDO 6HOHFW ODUNHW ZH ZLOO EH VXEMHFW WR WKH 1DVGDT FRUSRUDWH JF
1DVGDT OLVWLQJ VWDQGDUGY SHUPLW IRUHLJQ SULYDWH LVVXHUV WR IROORZ |
RI WKH 1DVGDT UXOHV ZLWK FHUWDLQ H[FHSWLRQV &HUWDLQ FRUSRUDWH JRY
VLIJQLILFDQWO\ IURP WKH 1DVGDT FRUSRUDWH JRYHUQDQFH OLVWLQJ VWDQGDU
JUDQFH QRU RXU %\ ODZV UHTXLUH WKDW L D PDMRULW\ RI RXU GLUHFWRUYV E|
LQFOXGH RQO\ LQGHSHQGHQW GLUHFWRUV RU LLL RXU LQGHSHQGHQW GLUHF
LOQGHSHQGHQW GLUHFWRUV DUH SUHVHQW 2WKHU WKDQ DV VHW IRUWK EHORZ
JRYHUQDQFH OLVWLQJ VWDQGDUGY RI 1DVGDT WR WKH H[WHQW SRVVLEOH XQG|
FKDQJH VXFK SUDFWLFHV WR IROORZ KRPH FRXQWU\ SUDFWLFHV LQ WKH IXWXU

(YHQ DV D IRUHLJQ SULYDWH LVVXHU ZH DUH UHTXLUHG WR FRPSO\ ZLWK 5XOH
FRPPLWWHH FRPSRVLWLRQ DQG UHVSRQVLELOLWLHY 5XOH $ SURYLGHV WKD
UHVSRQVLELOLW\ IRU WKH QRPLQDWLRQ FRPSHQVDWLRQ DQG FKRLFH RI RXU D
RI WKH DXGLWRUxV GXWLHY PDQDJHPHQW RI FRPSODLQWY PDGH DQG VHOHFW
RI' D IRUHLJQ SULYDWH LVVXHUxV KRPH FRXQWU\ UHTXLUH WKDW DQ\ VXFK PDW
VKDUHKROGHUV RI WKH FRPSDQ\ WKH DXGLW FRPPLWWHHxV UHVSRQVLELOLWLF
LOQVWHDG EH DGYLVRU\

8QGHU )UHQFK ODZ WKH DXGLW FRPPLWWHH PD\ RQO\ KDYH DQ DGYLVRU\ UROH
LQ SDUWLFXODU PXVW EH DSSURYHG E\ RXU VKDUHKROGHUV DW RXU DQQXDO F

$ RXU DXGLW FRPPLWWHH ZLOO RQO\ KDYH DQ DGYLVRU\ UROH ZLWK UHVSHI
JUHQFK ODZ DQ DXGLW FRPPLWWHH PD\ KDYH RQO\ WZR PHPEHUV ZKHUHDYV 1D
PHPEHU DXGLW FRPPLWWHH :‘H FXUUHQWO\ LQWHQG WR KDYH RQO\ WZR PHPEH!
JUHQFK ODZ

JUHQFK ODZ GRHV QRW UHTXLUH RXU LQGHSHQGHQW GLUHFWRUV WR KROG UHJ:
LQGHSHQGHQW GLUHFWRUV DUH SUHVHQW :H LQWHQG WR IROORZ KRPH FRXQW
LQGHSHQGHQW GLUHFWRUV GHFLGH WR PHHW LQ VXFK H[HFXWLYH VHVVLRQV W

,Q DGGLWLRQ 1DVGDT UXOHV UHTXLUH WKDW D OLVWHG FRPSDQ\ VSHFLI\ WKDYV
VKDUH FDSLWDO EH DW OHDVW RI WKH RXWVWDQGLQJ VKDUHYV RI WKH FRP
JUHQFK KRPH FRXQWU\ SUDFWLFH UDWKHU WKDQ FRPSO\LQJ ZLWK WKLV 1DVGD
SURYLGH WKDW ZKHQ ILUVW FRQYHQHG JHQHUDO PHHWLQJV RI VKDUHKROGHUYV
SUHVHQW RU UHSUHVHQWHG KROG DW OHDVW RI WKH VKDUHVY HQWLWOHG
RU RI DQ H{IWUDRUGLQDU\ JHQHUDO PHHWLQJ ZKHUH VKDUHKROGHUYV DUH YRWL
UHVHUYHV SURILWYV RU VKDUH SUHPLXP RU Rl WKH VKDUHV HQWLWOHG W
JHQHUDO PHHWLQJ ,I VXFK TXRUXP UHTXLUHG E\ )UHQFK ODZ LV QRW PHW WKF
UHTXLUHPHQW XQGHU )UHQFK ODZ ZKHQ DQ RUGLQDU\ JHQHUDO PHHWLQJ RU D(
VKDUHKROGHUY DUH YRWLQJ RQ D FDSLWDO LQFUHDVH E\ FDSLWDOL]DWLRQ RI
EXW WKH UHFRQYHQHG PHHWLQJ PD\ FRQVLGHU RQO\ TXHVWLRQV WKDW ZHUH R
DQ\ RWKHU H[WUDRUGLQDU\ JHQHUDO PHHWLQJ LV UHFRQYHQHG WKH UHTXLUH
HQWLWOHG WR YRWH I D TXRUXP LV QRW PHW DW D UHFRQYHQHG PHHWLQJ UH
DGMRXUQHG IRU D PD[LPXP RI WZR PRQWKY 6HH WKH VHFWLRQ RI WKLV $QQXD
.H\ BURYLVLRQV RI RXU %\ ODZV DQG )UHQFK /DZ $IIHFWLQJ 2XU 2UGLQDU\ 6KDU
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JXUWKHU 1DVGDT UXOHV UHTXLUH WKDW OLVWHG FRPSDQLHV KDYH D FRPSHQV
LOQGHSHQGHQW GLUHFWRUV DQG WKDW GLUHFWRU QRPLQHHV EH VHOHFWHG VR
ZLWK WKLV 1DVGDT UXOH EXW PD\ LQ WKH IXWXUH HOHFW WR IROORZ )UHQFK k

J)LQDOO\ 1DVGDT UXOHV UHTXLUH VKDUHKROGHU DSSURYDO ZKHQ D SODQ RU R
HVYWDEOLVKHG RU PDWHULDOO\ DPHQGHG 8QGHU )UHQFK ODZ RXU VKDUHKROGH
JHQHUDO PDWWHU +RZHYHU ZH LOQWHQG WR IROORZ RXU )UHQFK KRPH FRXQWL
WKHLU DXWKRULW\ WR LVVXH LOQFHQWLYH HTXLW\ DQG GHILQH WKH ILQDO WHUF
WR RXU H[HFXWLYH ERDUG :H PD\ IURP WLPH WR WLPH DVN IRU RXU VKDUHKR(
FRPSHQVDWLRQ DUUDQJHPHQW LQ RUGHU WR REWDLQ DGYDQWDJHRXV WD[ WUH
ODZ RXU H[HFXWLYH ERDUG PXVW REWDLQ WKH SULRU DSSURYDO RI RXU VKDUI
RU DUUDQJHPHQW WKDW ZRXOG H[FHHG WKH OLPLWV RI WKH JUDQWHG GHOHJD

,7(0 + 0,1( 6%$)(7< ',6&/2685(

1RW DSSOLFDEOH
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1RW DSSOLFDEOH
,7(0 (;+,%,76
([KLELW ,QGH]

7KH IROORZLQJ H[KLELWYV DUH ILOHG DV SDUW RI WKLV $QQXDO 5HSRUW

(IKLELW 1XPEHU 'HVFULSWLRQ-HH(EE IEB(&HNOH IXPEHIKLELW )LOH 'DWH

[@A0RZV VWDWXV] RI WKH UHILVWUDQW
(Q101 VK WIUDQVODWLRQ ) Q 1RYHPEHU

DRUP RI 'HSRVIW $JUHHPHQW 1RYHPEHU

w&lﬁ% SRVLWDU\ 5HFHLSW ,QFOXG

LQEOXGHG 1IQ ([KLELW H&RPEHU
LHVEULSWIRQ PRI SHFXULWLHY UHJLVWHUHG

XQGHU GHEWIRQ Rl WKH ([FKDQJH $FW JLOHG KHUHZLWK

E\ DQG EHWZHHQ WKH

&A 1RYHPEHU
&A 1RYHPEHU
&A 1RYHPEHU
1RYHPEHU
1RYHPEHU

[EXPPDU\ RI $%h6$% 30DQV

1RYHPEHU

)
l6XPPDU\ Rl %b3&( 30DQV ) 1RYHPEHU
[ GWREN 29WLRQ 30DQ ) 1RYHPEHU
[ BWREN 2$WLRQ 30DQ ) 1IRYHPEHU
[ GWREN 29dWLRQ 30DQ ) 1RYHPEHU
[ BWREN 2SIWLRQ 30DQ ) 1RYHPEHU
[ BWREN 2dWLRQ 30DQ ) 1RYHPEHU
[L< GWREN ASWLRQ 30DQ 1RYHPEHU
[6XPPDU\ RIJUHH 6KDUH 30pPQV 1IRYHPEHU
[ GWREN 29WLRQ 30DQ JLOHG KHUHZLWK
leXPPDU\ R11%66% 30DQ JLOHG KHUHZLWK
[6XPPDU\ RI)UHH 6KDUH 30DQ JLOHG KHUHZLWK

LLvw BRI BXEVIGLDUIHYV RI WKH 5HILVWUDQW 1RYHPEHU




[znEos 1L dRQWHQWY

([KLELW 1XPEHU'HVFULSWLRQQ@%@%%QﬁMﬂ+1XPEHmLELW JLOH 'DWH

WLYH 2IILFHU

QJH $FW
JLOHG KHUHZLWK
RI WKH
DO )LQDQFLDO
HV ([FKDQJH
v JLOHG KHUHZLWK
RI WKH
QFLSDO ([HFXWLYH
FWLRQ
HEWLRO JLOHG KHUHZLWK

JLOHG KHUHZLWK

R1 WKH 6DUEDQHVI2[OH\

F R
[RROVHOQW RI (UQVW <RXQJ H $XWUHYV JLOHG KHUHZLWK

,QGLFDWHY D GRFXPHQW SUHYLRXVO\ ILOHG ZLWK WKH 6(&

& 3RUWLRQV RI WKLV H[KLELW KDYH EHHQ UHGDFWHG LQ FRPSOLDQFH ZLWK 5HIXODWLRC(
ZRXOG OLNHO\ FDXVH FRPSHWLWLYH KDUP WR WKH UHJLVWUDQW LI SXEOLFO\ GLVFORVHC

A &HUWDLQ H[KLELWY DQG VFKHGXOHY KDYH EHHQ RPLWWHG SXUVXDQW WR ,WHP D
VXSSOHPHQWDOO\ D FRS\ RI bQ\ RPLWWHG H[KLELW RU VFKHGXOH XSRQ UHTXHVW E\ WKH

,QGLFDWHVY D PDQDJHPHQW FRQWUDFW RU DQ\ FRPSHQVDWRU\ SODQ FRQWUDFW RU DUL



[znEos 1L dRQWHQWY

J1'(; 72 &2162/,'$7(" ),1$1&,%/ 67$7(0(176

$QQOXDO &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV IRU WKH <HD3Lb\{J|_(|QGHG '"HFH

BEHSRUW RL _QGHSHQGHQW BHILVWHUHG 3XEOLF $FFRXQWLQJ )LUP

[EWDWHPHQWY BRI RRQVROIGDWHG )IQDQEIDO 3RVMILWLRQ DV Rl '"HFHPEHU

EWDWHPHQWY RL &RQVROLGDWHG 2SHUDWIRQV IRU WKH <HDUV (RQGHG 'HFHPEH

W WK)H <HDUV (QGH!
WUVX)HXLW\ IRU WI
DQG

EWDWHPHQWY R1L &RQVROILGDWHG &DVK JORZV IRU WKH <HOUV (QBHG 'HFHPEHU

WPH%WV DV RI 'HFH
WKH\HDUY HQGHG 'HEHPFHLU DQG




[ZDEQH RI dRQWHQWYV

5(3257 2) ,1'(3(1'(17 5(*,67(5(' 38%/,& $&&2817,1* ),50
7R WKH 6XSHUYLVRU\ %RDUG DQG 6KDUHKROGHUY RI 1DQRELRWL[ 6 %
2SLQLRQ RQ WKH )LQDQFLDO 6WDWHPHQWYV

‘H KDYH DXGLWHG WKH DFFRPSDQ\LQJ VWDWHPHQWY RI FRQVROLGDWHG ILQDQF
DV Rl '"HFHPEHU DQG DQG WKH UHODWHG VWDWHPHQWY RI FRQVROLG]|
FRPSUHKHQVLYH ORVV FRQVROLGDWHG FDVK IORZV DQG FRQVROLGDWHG FKDQ
\HDUV HQGHG 'HFHPEHU DQG WKH UHODWHG QRWHV FROOHFWLYHO\ UHIt
VWDWHPHQWVU ,Q RXU RSLQLRQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQ
SRVLWLRQ Rl WKH &RPSDQ\ DW 'HFHPEHU DQG DQG WKH UHVXOWV RI

IORZV IRU HDFK RI WKH WKUHH \HDUV LQ WKH SHULRG HQGHG 'HFHPEHU |
5HSRUWLQJ 6WDQGDUGYV DV LVVXHG E\ WKH ,QWHUQDWLRQDO $FFRXQWLQJ 6WD:

&KDQJH LQ $FFRXQWLQJ 3ULQFLSOH

$V GLVFXVVHG LQ QRWH WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
IRU OHDVHV HIIHFWLYH -DQXDU\ GXH WR WKH DGRSWLRQ RI ,)56 U/HDV

%DVLV IRU RSLQLRQ

7KHVH ILQDQFLDO VWDWHPHQWY DUH WKH UHVSRQVLELOLW\ Rl WKH &RPSDQ\xV
RSLQLRQ RQ WKHVH ILQDQFLDO VWDWHPHQWY EDVHG RQ RXU DXGLWV :H DUH C
&RPSDQ\ $FFRXQWLQJ 2YHUVLJKW %RDUG 8QLWHG 6WDWHV 3&$2% DQG DUH U
WKH &RPSDQ\ LQ DFFRUGDQFH ZLWK WKH 8 6 IHGHUDO VHFXULWLHV ODZV DQG
BHFXULWLHY DQG ([FKDQJH &RPPLVVLRQ DQG WKH 3&%$2%

‘H FRQGXFWHG RXU DXGLWV LQ DFFRUGDQFH ZLWK WKH VWDQGDUGYV RI WKH 3&:
SHUIRUP WKH DXGLW WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU Wi
PLVWWDWHPHQW ZKHWKHU GXH WR HUURU RU IUDXG 7KH &RPSDQ\ LV QRW UHT
DQ DXGLW RI LWV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ $V SDUW
XQGHUVWDQGLQJ RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ EXW QR
HITHFWLYHQHVV Rl WKH &RPSDQ\ V LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSR
2XU DXGLWV LQFOXGHG SHUIRUPLQJ SURFHGXUHV WR DVVHVV WKH ULVNV RI PD
ZKHWKHU GXH WR HUURU RU IUDXG DQG SHUIRUPLQJ SURFHGXUHV WKDW UHVSH
H[DPLQLQJ RQ D WHVW EDVLV HYLGHQFH UHJDUGLQJ WKH DPRXQWY DQG GLVF
DOVR LQFOXGHG HYDOXDWLQJ WKH DFFRXQWLQJ SULQFLSOHV XVHG DQG VLJQLI
HYDOXDWLQJ WKH RYHUDOO SUHVHQWDWLRQ Rl WKH ILQDQFLDO VWDWHPHQWV
IRU RXU RSLQLRQ

V (5167 <281* HW $XWUHV
‘H KDYH VHUYHG DV WKH &RPSDQ\xV DXGLWRU VLQFH

3DULV )UDQFH
$SULO
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67$7(0(176 2) &2162/,'$7(' ),1$1&,%/ 326,7,21
$PRXQWV LQ WKRXVDQGV RI HXURV

$V RI '"HFHPEHU

IRWHV

$66(76
1RQ FXUUHQW DVVHWV
,QWDQJLEOH DVVHWYV
3URSHUW\ SODQW DQG HTXLSPHQW
1RQ FXUUHQW ILQDQFLDO DVVHWYV
7RWDO QRQ FXUUHQW DVVHWYV
&XUUHQW DVVHWYV
7UDGH UHFHLYDEOHYV
2WKHU FXUUHQW DVVHWV
&DVK DQG FDVK HTXLYDOHQWYV
7RWDO FXUUHQW DVVHWYV
727%/ $66(76

$V RI " HFHPEHU

1RWHYV
/,$%,/,7,(6 $1' 6+$5(+2/'(5!6 (48,7<

BKDUHKROGHUV! HTXLW\

6KDUH FDSLWDO

3UHPLXPV UHODWHG WR VKDUH FDSLWDO

$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH

7UHDVXU\ VKDUHYV

5HVHUYH

1HW ORVV IRU WKH SHULRG

7RWDO VKDUHKROGHUV! HTXLW\

1RQ FXUUHQW OLDELOLWLHYV

1RQ FXUUHQW SURYLVLRQV

1RQ FXUUHQW ILQDQFLDO OLDELOLWLHYV

7RWDO QRQ FXUUHQW OLDELOLWLHYV

&XUUHQW OLDELOLWLHYV

&XUUHQW SURYLVLRQV

&XUUHQW ILQDQFLDO OLDELOLWLHYV

7UDGH SD\DEOHV DQG RWKHU SD\DEOHYV

2WKHU FXUUHQW OLDELOLWLHYV

7RWDO FXUUHQW OLDELOLWLHYV

727$/ 1,$%,/,7,(6 $1' 6+$5(+2/'(56! (48,7<

7KH DFFRPSDQ\LQJ QRWHV IRUP DQ LQWHJUDO SDUW RI WKHVH DXGLWHG
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$PRXQWYV LQ WKRXVDQGV RI HXURV H[FHSW SHU VKDUH QXPEH!

JRU WKH \HDU HQGHG 'HFHPEHU

IRWHYV

5HYHQXHVY DQG RWKHU LQFRPH
SHYHQXHYV

2WKHU LQFRPH

7RWDO UHYHQXHY DQG RWKHU LQFRPH
5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV
BHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV
7RWDO RSHUDWLQJ H[SHQVHYV
2SHUDWLQJ LQFRPH ORVV

JLQDQFLDO LQFRPH

JLQDQFLDO H[SHQVHV

JLODQFLDO LQFRPH ORVYV

,QFRPH WD]

1HW ORVV IRU WKH SHULRG
%DVLF ORVV SHU VKDUH HXURV VKDUH
'LOXWHG ORVV SHU VKDUH HXURV VKDUH

7KH &RPSDQ\ DSSOLHG WKH QHZ VWDQGDUG ,)56 /HDVHV VWDUWLQJ -DQXDU\
FRPSDUDWLYH ILQDQFLDO VWDWHPHQWY DUH WKHUHIRUH QRW UHVWDWHG VHH 1RWH
/HDVHYV

7KH DFFRPSDQ\LQJ QRWHV IRUP DQ LQWHJUDO SDUW RI WKHVH DXGLWHG
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$PRXQWV LQ WKRXVDQGV RI HXURV

JRU WKH \HDU HQGHG 'HFHPEHU

IRWHYV

1HW ORVV IRU WKH SHULRG
$FWXDULDO JDLQV DQG ORVVHV RQ UHWLUHPHQW EHQHILW
REOLJDWLRQV ,$6

7D[ LPSDFW

2WKHU FRPSUHKHQVLYH ORVV WKDW ZLOO QRW EH UHFODVVLILHG
VXEVHTXHQWO\ WR LQFRPH RU ORVYV

&XUUHQF\ WUDQVODWLRQ DGMXVWPHQW

7D[ LPSDFW

2WKHU FRPSUHKHQVLYH LQFRPH WKDW PD\ EH UHFODVVLILHG
VXEVHTXHQWO\ WR LQFRPH RU ORVYV
7RWDO FRPSUHKHQVLYH ORVYV

7KH DFFRPSDQ\LQJ QRWHV IRUP DQ LQWHJUDO SDUW RI WKHVH DXGLWHG
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$PRXQWV LQ WKRXVDQGV RI HXURV H[FHSW QXPEHU RI VKDUH\

6KDUH FDSLWDO
2UGLQDU\ VKDUHYV
BUHPLXBNVFXPXODWHG

XPEHU ODWHGRWKHU 7UHDV
1RWQVVKDUﬁ%hXQ

1HW ORVAMRWDO

>§>1|\/HUYIRU WXKDUHKROGHUV!
VKDUHWRPSUHKH¥XDYH SHULRGHTXLW\

FDSLWDQFRPH ORVYV

$V RI -DQXDU\
1HW ORVV IRU WKH SHULRG

&XUUHQF\ WUDQVODWLRQ
DGMXVWPHQWYV

$FWXDULDO JDLQV DQG ORVVHYV
,$6

7TRWDO FRPSUHKHQVLYH ORVV

$OORFDWLRQ RI SULRU SHULRG
ORVYV

6XEVFULSWLRQ RI ZDUUDQWYV
6KDUH EDVHG SD\PHQW
7TUHDVXU\ VKDUHV

86 ,QLWLDO SXEOLF RIIHULQJ
FRVWYV

$V Rl '"HFHPEHU
1HW ORVV IRU WKH SHULRG

&XUUHQF\ WUDQVODWLRQ
DGMXVWPHQWYV

$FWXDULDO JDLQV DQG ORVVHYV
,$6

7TRWDO FRPSUHKHQVLYH ORVYV

$OORFDWLRQ RI SULRU SHULRG
ORVYV

&DSLWDO LQFUHDVH QHW
%63&( HIHUFLVH
6XEVFULSWLRQ RI ZDUUDQWYV
6KDUH EDVHG SD\PHQW
7UHDVXU\ VKDUHV

86 ,QLWLDO SXEOLF RIIHULQJ
FRVWYV RIIVHW

$V Rl '"HFHPEHU
1HW ORVV IRU WKH SHULRG

&XUUHQF\ WUDQVODWLRQ
DGMXVWPHQWYV

$FWXDULDO JDLQV DQG ORVVHYV
,$6

7TRWDO FRPSUHKHQVLYH ORVYV

$OORFDWLRQ RI SULRU SHULRG
ORVYV

&DSLWDO LQFUHDVH QHW

6XEVFULSWLRQ RI ZDUUDQWYV

6KDUH EDVHG SD\PHQW
7TUHDV XU\ VKDUHV
$V RI '"HFHPEHU

7KH DFFRPSDQ\LQJ QRWHV IRUP DQ LQWHJUDO SDUW RI WKHVH DXGLWHG |
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$PRXQWV LQ WKRXVDQGV RI HXURV

JRU WKH \HDU HQGHG 'HFHPEHU

I1RWHV

&DVK IORZV XVHG LQ RSHUDWLQJ DFWLYLWLHV
1HW ORVV IRU WKH SHULRG

(OLPLQDWLRQ RI RWKHU QRQ FDVK QRQ RSHUDWLQJ LQFRPH
DQG H[SHQVHV

'HSUHFLDWLRQ DQG DPRUWL]DWLRQ

3URYLVLRQV

([SHQVHV UHODWHG WR VKDUH EDVHG SD\PHQWYV
&RVW RI QHW GHEW

/RVV RQ GLVSRVDOV

86 ,QLWLDO SXEOLF RIIHULQJ FRVWV UHYHUVDO

,PSDFW RI GHIHUUHG LQFRPH UHODWHG WR ILQDQFLDO OLDELOLWLHV
GLVFRXQWLQJ HIIHFW

2WKHU FKDUJHV ZLWK QR LPSDFW RQ FDVK

&DVK IORZV XVHG LQ RSHUDWLRQV EHIRUH WD[ DQG FKDQJHV
LQ ZRUNLQJ FDSLWDO

,QFUHDVH 'HFUHDVH LQ WUDGH UHFHLYDEOHYV
'"HFUHDVH LQ 5HVHDUFK WD[ FUHGLW UHFHLYDEOH
,QFUHDVH LQ RWKHU UHFHLYDEOHYV

,QFUHDVH 'HFUHDVH LQ WUDGH DQG RWKHU SD\DEOHYV
,QFUHDVH LQ RWKHU FXUUHQW OLDELOLWLHV

&KDQJHV LQ RSHUDWLQJ ZRUNLQJ FDSLWDO

1HW FDVK IORZV XVHG LQ RSHUDWLQJ DFWLYLWLHV

&DVK IORZV IURP XVHG LQ LQYHVWLQJ DFWLYLWLHV
$FTXLVLWLRQV RI LQWDQJLEOH DVVHWV

$FTXLVLWLRQV RI SURSHUW\ SODQW DQG HTXLSPHQW
$GGLWLRQ LQ QRQ FXUUHQW ILQDQFLDO DVVHWV

1HW FDVK IORZV IURP XVHG LQ LQYHVWLQJ DFWLYLWLHYV
&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHYV

&DSLWDO LQFUHDVHYV

:DUUDQWV VXEVFULSWLRQ

7UDQVDFWLRQ FRVWV

,QFUHDVH LQ ORDQV DQG FRQGLWLRQDO DGYDQFHYV
'HFUHDVH LQ ORDQV

3D\PHQW RI OHDVH OLDELOLWLHV

,QWHUHVW SDLG

1HW FDVK IORZV IURP ILQDQFLQJ DFWLYLWLHYV

(I'THFW RI H[FKDQJH UDWHV FKDQJHV RQ FDVK

1HW LQFUHDVH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV
1HW FDVK DQG FDVK HTXLYDOHQWY DW EHJLQQLQJ RI SHULRG
1HW FDVK DQG FDVK HTXLYDOHQWY DW HQG RI SHULRG

7KH &RPSDQ\ DSSOLHG WKH QHZ VWDQGDUG ,)56 /HDVHV VWDUWLQJ -DQXDU\
FRPSDUDWLYH ILQDQFLDO VWDWHPHQWY DUH WKHUHIRUH QRW UHVWDWHG VHH 1RWH
/HDVHV

/HDVH FRQWUDFWYVY LQ WKH ,)56 VFRSH VHH 1RWH IRU IXUWKHU GHWDLOV RQ WKH L
-DQXDU\

7KH DFFRPSDQ\LQJ QRWHV IRUP DQ LQWHJUDO SDUW RI WKHVH DXGLWHG F
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1RWH&RPSDQ\ LQIRUPDWLRQ
3UHVHQWDWLRQ RI WKH &RPSDQ\

IDQRELRWL[ 6 $ ZDV LQFRUSRUDWHG LQ DV D VSLQ RII IURP WKH 6WDWH
IDQRELRWL[ 6 $ WRJIJHWKHU ZLWK LWV VXEVLGLDULHV WKH U&RPSDQ\U LV KH

7KH &RPSDQ\ LV D FOLQLFDO VWDJH ELRWHFKQRORJ\ FRPSDQ\ IRFXVHG RQ GHY
XVH SURSULHWDU\ QODQRWHFKQRORJ\ WR WUDQVIRUP FDQFHU WUHDWPHQW DV
OHDG SURGXFW FDQGLGDWH 1%7;5 LV DQ DTXHRXV VXVSHQVLRQ RI IXQFWL
DSSUR[LPDWHO\ QDQRPHWHUYV ELOOLRQWKY RI D PHWHU LQ GLDPHWHU
WXPRU :KHQ H[SRVHG WR LRQL]JLQJ UDGLDWLRQ 1%7;5 DPSOLILHV WKH ORFDO
1%7;5 LV GHVLIQHG WR HQKDQFH WKH RYHUDOO HIILFDF\ RI UDGLRWKHUDS\ ZL
VXUURXQGLQJ KHDOWK\ WLVVXHYV

$ORQJIJVLGH WKH &RPSDQ\xV FRUH 1%7;5 GHYHORSPHQW SURJUDP WKH &RPS
SURJUDP WR H[SORUH WKH XVH RI UDGLRWKHUDS\ DFWLYDWHG 1%7;5 LQ FRP
DFURVV VHYHUDO VROLG WXPRU LQGLFDWLRQV

7KH &RPSDQ\ LV OLVWHG RQ WKH (XURQH[W UHJXODWHG PDUNHW LQ 3DULV X
)5 R %ORRPEHUJ FRGH 1%$12 )3 DQG RQ WKH 1DVGDT *OREDO 6HOHFW OI
Ul%7;U

6LIQLILFDQW HYHQWY RI WKH SHULRG

&UHDWLRQ RI WKH VXEVLGLDU\ &XUDGLJP &RUS LQ -DQXDU\

,Q -DQXDU\ &XUDGLJP &RUS D ZKROO\ RZQHG VXEVLGLDU\ RI &XUDGLJP 6
'"HODZDUH LQ WKH 8QLWHG 6WDWHV RI $PHULFD VHH 1RWH &XUDGLJP &F
ODVVDFKXVHWWY PDLQO\ RSHUDWHV LQ WKH 8QLWHG 6WDWHYV

I1DQRELRWL[ SURYLGHYVY XSGDWHV RQ FOLQLFDO GHYHORSPHQW FRQWLQXLW\ LQ

7KH VWUDLQ RI FRURQDYLUXV 6%$56 &RY ZKLFK UHVXOWYV LQ &RURQDYLUXYV (

‘RUOG +HDOWK 2UJDQL]DWLRQ RU :+2 LQ -DQXDU\ 2Q ODUFK &29,"
WKH :+2

2Q $SULO WKH &RPSDQ\ DQQRXQFHG XSGDWHV WR WKH &RPSDQ\xV RSHU
OLJKW RI WKH &29," SDQGHPLF 7KH &RPSDQ\xV SULRULW\ LV WR SURWHFW LW

VWDNHKROGHUV ,Q OLJKW RI WKH H[FHSWLRQDO FLUFXPVWDQFHV WKH &RPSD(
KHDOWK DQG VDIHW\ Rl HPSOR\HHV LQFOXGLQJ UHVWULFWLQJ HPSOR\HH WUD"
ODERUDWRU\ HPSOR\HHV LPSOHPHQWLQJ VRFLDO GLVWDQFLQJ DQG HQKDQF
FDQFHOOLQJ DWWHQGDQFH DW LQ SHUVRQ HYHQWY DQG FRQIHUHQFHV

7KH &RPSDQ\ EHQHILWHG IURP DQ H[FHSWLRQDO PHDVXUH LPSOHPHQWHG E\ W
&29," SDQGHPLF UHIHUUHG WR DV WKH OOSDUWLDO XQHPSOR\PHQW PHDV
%SLIUDQFHxV HPHUJHQF\ IXQG IRU FRPSDQLHV DIIHFWHG E\ &29," WZARSLIUDQT
TXDUWHUO\ SD\PHQWYV RI UHSD\DEOH 26(2 %SLIUDQFH ORDQ DGYDQFHV RWKHU
GHIHUUHG ZLWKRXW IHHV RU SHQDOWLHY WR WKH HQG RI WKH LQLWLDO UHLPE

$V D UHVXOW RI WKH &29,' SDQGHPLF WKH &RPSDQ\ KDV H[SHULHQFHG DQ
GLVUXSWLRQV DQG DGYHUVH LPSDFWV WR LWV EXVLQHVV LQFOXGLQJ GHOD\
XOWLPDWH LPSDFW RI WKH &29,' SDQGHPLF RQ WKH &RPSDQ\xV EXVLQHVV LV
QRW EHHQ PDWHULDO GLVUXSWLRQV WR WKH &RPSDQ\xV JOREDO GHYHORSPHQ
DQG LPPXQR RQFRORJ\ , 2 SURJUDPV



[ZDEQH RI dRQWHQWYV

1DQRELRWL[ REWDLQV PESURB@ GLRXWLYH 3*( ORDQ ILQDQFLQJ

2Q -XQH WKH &RPSDQ\ UHFHLYHG ILQDQFLQJ DSSURYDO IURP ERWK +6%&
D WRWD®RIALRWFKH IRUP RI VWDWH JXDUDQWHHG ORDQV 0OO3U2WV *DUDQWLV
ZLOO JXDUDRWWKH DPRXQWYV GXH XQGHU HDFK RI WKH 3*(

2Q -XQH WKH &RPSDQ\ HQW HRIHBRIR @ RWKKHE & YWDQFH WKH OO0+6%& 3*
7KH +6%& 3*( /RDQ KDV PRQWKWPD®XULQJ ZKLFK LW EHDUV QR LQWHUHVW $W V
&RPSDQ\ KDV DQ RSWLRQ WR UHSD\ WKH SULQFLSDO RU WRILD/AR MDY LIQW RY H!
ZKLFK WKH +6%& 3*( /RDQ ZRXOG EHDU LQWHUHVW DW D UDWH QRW WR H[FH
&RPSDQ\ PXVW SD\ D JXDUDQWHHMRIHHWKRTODDURMRFLSDO DPRXQW DW WKH HQG R
PRQWKHUP ,1 WKH &RPSDQ\ GHFLGHV WR DPRUWL]H WKH SULQFLSDO RYHU DC
DGGLWLRQDO JXDUDQWHH IHH RYHU VXFK DPRUWL]DWLRQ SHULRG DW D OHJDO
WKH DPRUWL]DWLRQ SHIMB® QEHLRMIRU WKH ILUVW WZR \HISUHW R QEPHPU MRIL DVKLH
WKLUG IRXUWK DQG ILIWK \HDU RI DPRUWL]DWLRQ 6HH 1RWH

2Q -XO\ WKH &RPSDQ\ HQWHUH @ LIOM#R QKBIQVHIFRR @ SLIUDQFH )LQDQF!
OO%SLIUDQFH 3*( /RDQxx 7KH %SWVILJEQWH BP(DQ0 QWD PWHHG E\ WKH )UHQFK
7KH %SLIUDQFH 3*( /RDQ ZLOO EHDU @R Q\® WUHLLRD/ W XI\R U | G &RIVBKNALRIK D Q G
IRU WKH VXEMHTXHRMWOO EHDU DQ LQWHBHVW QQXH RQFOXVLYH RI DQ DQQXDO
IHH Rl SHU DQQXP 7KH SULQFLSDO DQG LQWHUHVW Rl WKH %SNXDD®WFH G ( C
LQVWDOOPHQWY DV IURP 2FWREHU XQWLO -XO\ 6HH 1RWH

3ULYDWH SODFHPHQW RI RUGLQDU\ QHZ VKDUHV ZLWK 86 DQG (XURSHDQ LQYHV

2Q -XO0\ WKH &RPSDQ\ UDLVHG DP RGN RORXIKWDRI DFFHOHUDWHG ERRNE?>
RUGLQDU\N VKDUHV VHH QRWH IRU GHWDLOV DERXW WKLV ERRNEXLOG RIIHULC

SHLPEXUVHPHQW RI WKH DQG UHVHDUFK WD[ FUHGLW

,Q JHEUXDU\ WKH &RPSDQRIUWKHLYHGQHVHDUFK WDPEOEBLGREQ LH-XO\
WKH &RPSDQ\ UHFHLO/GRE Q WV UHVHDUFK WD[ FUHGLW VHH QRWHV DQG

IDQRELRWL[ FORVHG LWV JOREDO RIIHULQJ LQFOXGLQJ LWV LQLWLDO SXEOLF

2Q '"HFHPEHU IDQRELRWL[ DQQRXQFHG WKH VWDUW RI URDGVKRZV DV SDU
LWV 8 6 LQLWLDO SXEOLF RIIHULQJ DQG 1DVGDT OLVWLQJ 7KH &RPSDQ\ V $PHL
WuUubDGLQJ RQ WKH 1DVGDT *OREDO 6HOHFW ODUNHW RQ 'HFHPEHU XQGHU

IDQRELRWL[ DQQRXQFHG WKH IXOO H[HUFLVH RI WKH RYHU DOORWPHQW RS
RITHULQJ EULQJLQJ WKH JURVV SURFHHGV RP MOV R REDMOHR I HRIW GIHWR LBO® DEI
RITHULQJ

IDQRELRWL[ VXEVLGLDU\ RXOUDOGERRPDWIRREDUHHPHQW ZLWK 6DQRIL IRFXVHG R

&XUDGLJP KDV EHHQ VHOHFWHG DV SDUW RI WKH 6DQRIL L7HFK $ZDUG 3URJUDP
WHFKQRORJ\ LV FRQVLGHUHG D YHU\ SURPLVLQJ RSWLRQ WR LPSURYH WKH JH
WKLV VHOHFWLRQ &XUD G RIRMHDDIU HHHPMHHUN LDWWRK IBDQRIL LQFOXGLQJ GLUHFW
H[FKDQJHV 7KLV FROODERUDWLRQ RIIHUV WKH RSSRUWXQLW\ WR HVWDEOLVK
FDQ HQKDQFH WKH EHQHILWV RI JHQH WKHUDSLHV DQG LPSURYH WKHUDSHX
DJUHHPHQW ZDV VLJQHG RQ 'HFHPEHU WK B XOVIDEE/ BDVDER XWQWQRILFDQW LF
WKH &RPSDQ\xV UHYHQXHV LQ DV WKH DPRXQW ZLOO EH UHFRJQL]HG RYHU
RI RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
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IRWHHQHUDO ,QIRUPDWLRQ 6WDWHPHQW RI &RPSOLDQFH DQG %DVLV RI 3UHVFE
*HQHUDO SULQFLSOHYV

7KH VWDWHPHQW RI FRQVROLGDWHG ILQDQFLDO SRVLWLRQ DV RI '"HFHPEHU
FRQVROLGDWHG RSHUDWLRQV WKH VWDWHPHQWY RI FRQVROLGDWHG FRPSI
VKDUHKROGHUVx HTXLW\ DQG VWDWHPHQWY RI FRQVROLGDWHG FDVK IORZV IR

ZHUH SUHSDUHG XQGHU PDQDJHPHQWxV VXSHUYLVLRQ DQG ZHUH DSSURY H(
WKH U([HFXWLYH %RDUGU DQG UHYLHZHG E\ WKH 6XSHUYLVRU\ %RDUG RI WKH

$00 DPRXQWYV SUHVHQWHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
RWKHUZLVH 6RPH ILJXUHV KDYH EHHQ URXQGHG $FFRUGLQJO\ WKH WRWDOV
FRPSRQHQW LWHPYV

7TKH SUHSDUDWLRQ RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQ DFI
6WDQGDUGV 00,)56xx UHTXLUHV WKH XVH RI HYWLPDWHY DQG DVVXPSWLRQV \
LQ WKH ILQDQFLDO VWDWHPHQWY VHH 1RWH IRUDGGLWLRQDO LQIRUPDWLR(
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG XVLQJ V
HIFHSWLRQ RI ILQDQFLDO DVVHWY DQG OLDELOLWLHYV ZKLFK DUH PHDVXUHG DV

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ZHUH SUHSDUHG RQ D JRLQJ FR
LV DSSURSULDWH WR DSSO\ D JRLQJ FRQFHUQ DVVXPSWLRQ EHFDXVH WKH &
LQQRYDWLYH QDWXUH RI WKH SURGXFWV LW LV GHYHORSLQJ ZKLFK QHFHVVLW
VHYHUDO \HDUV :LWK FDVK DQG FDVKVKRXVYDDGHQWFHREHU LQFOXGLQ
SURFHHGV IURP WKH 86 LQLWLDO SXEOLF RIQHUILFDIQWD MY FHRMEWH B/ IK W KL MIHH U L RVGK |
&RPSDQ\ EHOLHYHV LW KDV VXIILFLHQW UHVRXUFHV WR FRQWLQXH RSHUDWI
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWVx SXEOLFDWLRQ

6WDWHPHQW RI &RPSOLDQFH DQG %DVLV RI S3UHVHQWDWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG LQ DFI
6WDQGDUGY U,$60 DV LVVXHG E\ WKH ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQG
LVVXHG E\ WKH ,)56 ,QWHUSUHWDWLRQV &RPPLWWHH U,)56 ,&0 DQG WKH 6WD
ZKLFK DSSOLFDWLRQ LV PDQGDWRU\ DV RI '"HFHPEHU 7KH FRQVROLGDWH
ZLWK ,)56 DV DGRSWHG E\ WKH (XURSHDQ 8QLRQ

7KH DFFRXQWLQJ SULQFLSOHV XVHG WR SUHSDUH WKH FRQVROLGDWHG ILQDQF
DUH LGHQWLFDO WR WKRVH XVHG IRU WKH SUHYLRXV \HDU H[FHSW IR
DGRSWLRQ LQ

$SSOLFDWLRQ RI 1HZ RU $PHQGHG 6WDQGDUGY DQG ,QWHUSUHWDWLRQV

7KH &RPSDQ\ DGRSWHG WKH IROORZLQJ VWDQGDUGY DPHQGPHQWY DQG LQWHL
IRU SHULRGV EHJLQQLQJ RQ RU DIWHU -DQXDU\

$PHQGPHQWV WR ,$6 )56 DQG ,)56 UHODWHG WR WKH LQWHUHVW UD\
$PHQGPHQWYV WR ,)56 %XVLQHVV FRPELQDWLRQV GHILQLWLRQ RI D EXV
$PHQGPHQWY WR&RBEGSHODWHG UHQWIFR® FHVVLRQ

$PHQGPHQWY WR 5HIHUHQFHV WR WKH &RQFHSWXDO )UDPHZRUN LQ ,)5
$PHQGPHQWYV WR ,$6 3UHVHQWDWLRQ RI ILQDQFLDO VWDWHPHQWYV DC
DFFRXQWLQJ SROLFLHV FKDQJH LQ DFFRXQWLQJ HVWLPDWHY DQG HUUF
SHULRGV EHJLQQLQJ DIWHU -DQXDU\

D Q@ Q-

7KH DSSOLFDWLRQ RI WKHVH VWDQGDUGYV KDG QR LPSDFW RQ WKH FRQVROLGD\
$SSOLFDWLRQ RI 1HZ RU $PHQGHG 6WDQGDUGY DQG ,QWHUSUHWDWLRQV HDUO\

7KH &RPSDQ\ HOHFWHG WR HDUO\ DGRSW QR QHZ VWDQGDUGY DPHQGPHQWV D
\HW PDQGDWRU\ IRU WKH \HDU HQGHG 'HFHPEHU



[ZDEQH RI dRQWHQWYV

$SSOLFDWLRQ RI 1HZ RU $PHQGHG 6WDQGDUGYV DQG ,QWHUSUHWDWLRQV QRW \}

7KH DSSOLFDWLRQ RI WKH IROORZLQJ QHZ VWDQGDUGYV DPHQGPHQWYV DQG LQV
HQGHG 'HFHPEHU

a ,)56 ,QVXUDQFH MROBNUWEWWHG DPHQGPHQWY 1R LPSDFW H[SHFWHG RQ
a $PHQGPHQW WERODSVLILFDWLRQ RI /LDELOLWLHYRDVLERU LLHFQW VR W PLIROF & XK
RQ WKH ILQDQFLDO VWDWHPHQWYV
$PHQGPHQW WRQKMBRXV &RQWUDFWYV O &RVW RBR)XOIQOQREQDW & R §IVFIND FHWY
RQ WKH ILQDQFLDO VWDWHPHQWYV

3%

a $PHQGPHQW WRRGBEHSWXDO IURPHZIRUNLFDQW LPSDFW H[SHFWHG RQ WKH
a $PHQGPHQWYV ,)56 .$6 ,)56 ,)56 DQG ,)56 SKDVH 1R VLIQLILFD(
ILQDQFLDO VWDWHPHQWYV
,PSDFW RI ,)56 ILUVW DSSOLFDWLRQ
7KH &RPSDQ\ KDV DGRSWBIGHMG &RI -DQXDU\ XVLQJ WKH PRGLILHG UHWURV:

DGRSWLRQ WKH &RPSDQ\ UHFRUGHG

a D ULJKW RI XVH DVVHW HTXLYDOHQW WR WKH LQLWLDO GHEW QHW RI DQ\
a D OHDVH OLDELOLW\ IRU WKH GLVFRXQWHG OHDVH SD\PHQWYV RXWVWDQGL
WHUP

7KH &RPSDQ\xV HTXLW\ ZDV QRW LPSDFWHG E\ WKH ILUVW DSSOLFDWLRQ RI ,
LPSDFW RQ WKH &RPSDQ\xV FDVK DQG FDVK HTXLYDOHQWYV

7KH PDLQ RSHUDWLQJ OHDVHV IDOOLQJ ZLWKLQ WKH VFRSH RI ,)56 DUH W
KHDGTXDUWHUV DQG UHVHDUFK EXLOGLQJV

7KH &RPSDQ\ XVHG WKH IROORZLQJ SUDFWLFDO H[SHGLHQWYV

WKH XVH RI D VLQJOH GLVFRXQW UDWH WR D SRUWIROLR RI OHDVHV ZLWK
WKH UHOLDQFH RQ SUHYLRXV DVVHVVPHQWY RQ ZKHWKHU OHDVHV DUH RC
WKH H[FOXVLRQ RI SD\PHQWYV UHODWHG WR RSHUDWLQJ OHDVHV ZLWK D |
ZLWKRXW RSWLRQ WR EX\ VKRUW WHUP OHDVHV DQG OHDVHV UHODWH
H[SHQVHVY DV XQGHU ,$6
a WKH H[FOXVLRQ RI LQLWLDO GLUHFW FRVWYVY IRU WKH PHDVXUHPHQW RI
DSSOLFDWLRQ DQG
a WKH XVH RI KLQGVLIJKW LQ GHWHUPLQLQJ WKH OHDVH WHUP ZKHUH WK
WHUPLQDWH WKH OHDVH

QD Q-

2Q DGRSWLRQ RI ,)56 ~ WKH &RPSDQ\ UHFRJQLJHG WKH UOHDVH OLDELOLWLH®
EHHQ FODVVLILHG DV URSHUDWLQJ OHDVHVU XQGHU WKH SULQFLSOHV RI ,$6
SUHVHQW YDOXH RI WKH UHPDLQLQJ OHDVH SD\PHQWV GLVFRXQWHG XVLQJ V
-DQXDU\

7KH GLVFRXQW UDWH XVHG DW WKH WUDQVLWLRQ GDWH FRUUHVSRQGV WR WK|
IRU D ORDQ HQWHUHG LQWR IRU DQ HTXLYDOHQW SHULRG DV WKH UHPDLQLQ.
WUDQVLWLRQ GDWH )RU IXWXUH FRQWUDFWV DQG LQ WKH DEVHQFH RI DQ L
ZHLJKWHG DYHUDJH LQFUHPHQWDO ERUURZLQJ UDWHV DSSOLHG WRIRWKH OHD
WUDQVSRUW HTXLSRRQVEXLO®ELQJIV

$V WKH &RPSDQ\ DSSOLHG ,)56 IROORZLQJ WKH PRGLILHG UHWURVSHFWLYH P
DV RI bQG IRU WKH \HDU HQGHG 'HFHPEHUKH |IRO RIH QR W DE-ODWWVDGHMEDLO WK
,)56 DV RI WKH GDWH RI ILUVW DSSOLFDWLRQ



[ZDEQH RI dRQWHQWYV

5HFRQFLOLDWLRQ EHWZHHQ WKH &RPSDQ\@Q@V RSHUDWLQJ OHDVHV FRPPLWPHQ
OLDELOLW\ DV RI -DQXDU\

LQ WKRXVDQGYV RI HXURYV
2SHUDWLQJ OHDVH FRPPLWPHQWY GLVFORVHG DV DW 'HFHPEHU
5HQW UHHYDOXDWHG ZLWK WKH LQGH]

FRQWUDFWY QRW SUHYLRXVO\ LQFOXGHG LQ FRPPLWPHQWYV
'LVFRXQWLQJ LPSDFW RI OLQHV DERYH
BUHSDLG H[SHQVHY UHODWHG WR ,)56 FRQWUDFWY DV RI '"HFHPEHU
/HDVH OLDELOLWLHY UHFRJQL]JHG DV DW -DQXDU\
2l ZKLFK
&XUUHQW OHDVH OLDELOLWLHYV
1RQ FXUUHQW OHDVH OLDELOLWLHYV

$V RI -DQXDU\ WKH OHDVH SD\PHQWV ZHUH XSGDWHG WR WDNH LQWR DFFRXQV

DJUHHPHQWY EDVHG RQ YDULRXV LQGLFHV 7KLV DPRXQW FRUUHVSRQGVY WR WKH LPSDFW
GLVFORVHG DV RI '"HFHPEHU

$W WKH GDWH RI ILUVW WLPH DSSOLFDWLRQ XQGHU WKH PRGLILHG UHWURVS]I
UHVHUYHV 'XULQJ DQG WKH &RPSDQ\ UHFRUGHG LQ WKH LQFRPH VWD\
ZLWK WKH OHDVHYVY DV D ILQDQFLDO FKDUJH VHH 1RWH DQG WKH DPRUWLI]D

,PSDFW RI ,)56 ILUVW DSSOLFDWLRQ RQ WKH VWDWHPHQW RI ILQDQFLDO SR\
DSSOLFDWLRQ -DQXDU\

$V RI 'HFHPEH)U56 $V RI -DQXDU\

LPSDFWV
LQ WKRXVDQGYV RI HXURYV $V SXEOLVKHG ,

$66(76

7RWDO QRQ FXUUHQW DVVHWYV

21 ZKLFK 3URSHUW\ SODQW DQG HTXLSPHQW
7RWDO FXUUHQW DVVHWYV

21 ZKLFK 2WKHU FXUUHQW DVVHWYV

727%/ $66(76

)56 UHVWDWHG

/,$%,/,7,(6 $1' 6+$5(+2/'(56! (48,7<

7RWDO VKDUHKROGHUV! HTXLW\

7RWDO QRQ FXUUHQW OLDELOLWLHV

21 ZKLFK 1RQ FXUUHQW ILQDQFLDO OLDELOLWLHV
7RWDO FXUUHQW OLDELOLWLHYV

21 ZKLFK &XUUHQW ILQDQFLDO OLDELOLWLHV

21 ZKLFK 2WKHU FXUUHQW OLDELOLWLHYV

727$1 1,$%,/,7,(6 $1' 6+$5(+2/'(56! (48,7<
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I1RWH&RQVROLGDWLRQ SULQFLSOHYVY DQG PHWKRGYV
%DVLV RI FRQVROLGDWLRQ
$FFRXQWLQJ SROLF\

,Q DFFRUGDQFH ZL®AKQVYBR®LGOWHG )L QD QB QDHQEW. BW HFHROWROLGDWHG ZKHQ
WKH &RPSDQ\ 7KH &RPSDQ\ KDV GHFLVLRQ PDNLQJ DXWKRULW\ RYHU WKH IL
VXEVLGLDULHV DQG KROGV JUHDWHU WKDQ RI WKH YRWLQJ ULJKWV RI HDFK
VXEVLGLDULHV KDV EHHQ IXOO\ FRQVROLGDWHG IURP WKH GDWH RQ ZKLFK WK
ZRXOG EH GHFRQVROLGDWHG DV Rl WKH GDWH RQ ZKLFK WKH &RPSDQ\ QR ORQJ

$00 LQWUD &RPSDQ\ EDODQFHV WUDQVDFWLRQV XQUHDOL]JHG JDLQV DQG OR
DQG DOO LQWUD &RPSDQ\ GLYLGHQGY DUH HOLPLQDWHG LQ IX0O0

7KH DFFRXQWLQJ PHWKRGV RI WKH &RPSDQ\xV VXEVLGLDULHY DUH DOLJQHG ZL

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHVHQWHG LQ HXURV Zk
FXUUHQF\ RI WKH SDUHQW FRPSDQ\ 1DQRELRWL[ 6 $ 7KH ILQDQFLDO VWDWHPH
IXQFWLRQDO FXUUHQF\ LV QRW WKH HXUR DUH WUDQVODWHG LQWR HXURV IRL
H[FKDQJH UDWH DW WKH GDWH RI WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ
FRPSUHKHQVLYH ORVV DQG VWDWHPHQW RI FDVK IORZ LWHPV DW WKH DYHUDJH
PHWKRG FDQQRW EH DSSOLHG GXH WR VLJQLILFDQW H[FKDQJH UDWH IOXFWXD
HXUR H[FKDQJH UDWH XVHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQW:!
VXEVLGLDU\ ZHWH RI 'HFHPEHU DQG DQ DYHRWDWHKHRNHDU HQGHG 'HFHPE
VRXUFH %DQTXH GH )UDQFH FRRE®DUHGIRUWK DQG DQG IRU
UHVSHFWLYHO\ 7KH UHVXOWLQJ FXUUHQF\ WUDQVODWLRQ DGMXVWPHQWYV DUH
FXPXODWLYH FXUUHQF\ WUDQVODWLRQ DGMXVWPHQW

&RQVROLGDWHG HQWLWLHV

$V RI 'HFHPEHU WKH &RRIOVDUHQWROYGPWLW\ UIDQREBRRQDP\6 BZWHBQG
VXEVLGLDULHY 1DQRELRWL[ &RUS LQFRUSRUDWHG LQ WKH 6WDWH RI 'HODZ
1DQRELRWL[ *HUPDQ\ *PE+ LQFRUSRUDWHG LQ *HUPDQ\ LQ 2FWREHU 1DQ
6SDLQ LQ 'HFHPEHU &XUDGLJP 6 $6 LQFRUSRUDWHG RQ -XO\ DQG OR
D ZKROO\ RZQHG VXEVLGLDU\ RI &XUDGLJP 6 $6 LQFRUSRUDWHG LQ WKH 6W
KHDGTXDUWHUHG LQ %RVWRQ ODVVDFKXVHWWYV

$FFRUGLQJO\ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DV RI DQG IRU
RSHUDWLRQV RI HDFK RI WKHVH VXEVLGLDULHV IURP WKH GDWH RI WKHLU LQFR

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DV RI DQG IRU WKH \HDU HQGH
HDFK RI WKHVH VXEVLGLDULHV IURP WKH GDWH RI WKHLU LQFRUSRUDWLRQ HI[F

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DV RI DQG IRU WKH \HDU HQGH
HDFK RI WKHVH VXEVLGLDULHV IURP WKH GDWH RI WKHLU LQFRUSRUDWLRQ HII
ZHUH UHVSHFWLYHO\ FUHDWHG LQ DQG

8VH RI MXGJHPHQW HVWLPDWHY DQG DVVXPSWLRQV

7KH SUHSDUDWLRQ Rl FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQ DFFRUGD(
DVVXPSWLRQV WKDW DIIHFW WKH DPRXQWV DQG LQIRUPDWLRQ GLVFORVHG L
MXGJPHQWY XVHG E\ PDQDJHPHQW DUH EDVHG RQ KLVWRULFDO LQIRUPDWLRQ
DERXW IXWXUH HYHQWV FRQVLGHUHG WR EH UHDVRQDEOH JLYHQ WKH FLUFXP\
WKH FLUFXPVWDQFHV RQ ZKLFK WKH\ DUH EDVHG FKDQJH &RQVHTXHQWO\ DFV
HVWLPDWHVY XQGHU GLIIHUHQW DVVXPSWLRQV RU FRQGLWLRQV 7KH PDLQ LWt
EDVHG SD\PHQWV GHIHUUHG WD[ DVVHWV FOLQLFDO WULDOV DFFUXDOV UH
LQVWUXPHQWYV

OHDVXUHPHQW RI VKDUH EDVHG SD\PHQWYV

7KH &RPSDQ\ PHDVXUHVY WKH IDLU YDOXH RI VWRFN RSWLRQV 26% IRXQGHUVXx
VKDUHV $*$ JUDQWHG WR HPSOR\HHV PHPEHUV RI WKH 6XSHUYLVRU\ %RDUG L
7TKHVH DFWXDULDO PRGHOV UHTXLUH WKDW WKH &RPSDQ\ XVH FHUWDLQ FDOFX!
RI WKH JHDOWIWWLQJ WHUPV DRG APSHFHWHGDMDUH YRODWLOLW\ VHH 1RWH
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'"HIHUUHG WD[ DVVHWYV

'"HIHUUHG WD[HV DUH UHFRJQL]JHG IRU WHPSRUDU\ GLIITHUHQFHY DULVLQJ IURP
DFFRXQWLQJ EDVLV RI WKH &RPSDQ\xV DVVHWV DQG OLDELOLWLHV WKDW D¢
WHPSRUDU\ GLIITIHUHQFHY DUH UHODWHG WR WKH WD[ ORVVHV WKDW FDQ EH
MXULVGLFWLRQ (QDFWHG WD[ UDWHV DUH XVHG WR PHDVXUH GHIHUUHG WD[HV

7KH GHIHUUHG WD[ DVVHWY DUH UHFRUGHG LQ WKH DFFRXQWYV RQO\ WR WKH H
EH VXIILFLHQW WR DEVRUE WKH ORVVHV WKDW FDQ EH FDUULHG IRUZDUG RU
ZKLFK GRHV QRW DOORZ LQFRPH SURMHFWLRQV MXGJHG WR EH VXIILFLHQWC
UHFRJQL]J]HG GHIHUUHG WD[ DVVHWYV LQ UHODWLRQ WR WD[ ORVVHV FDUU\IRUZ
SRVLWLRQ

&OLQLFDO WULDO DFFUXDOV

&OLQLFDO WULDO H[SHQVHV DOWKRXJK QRW \HW ELOOHG LQ IXOO DUH HVW
UHFRJQL]HG DFFRUGLQJO\ 6HH 1RWH IRU LQIRUPDWLRQ UHJDUGLQJ WKH F
DQG

5HYHQXH UHFRJQLWLRQ

,Q RUGHU WR GHWHUPLQH WKH DPRXQW DQG WLPLQJ RI UHYHQXH XQGHU WKH
UHTXLUHG WR XVH VLIJQLILFDQW MXGJPHQWY PDLQO\ ZLWK UHVSHFW WR LGHQ\
GHWHUPLQLQJ WKH WLPLQJ RI VDWLVIDFWLRQ RI VXSSRUW VHUYLFHV SURYLGH(

6HH 1RWH IRUDGGLWLRQDO GHWDLO UHJDUGLQJ WKH &RPSDQ\xV DFFRXQWLQ
)DLU YDOXH RI ILQDQFLDO DVVHWY DQG OLDELOLWLHYV

7KH IDLU YDOXH PHDVXUHPHQW Rl WKH ORDQ JUDQWHG E\ (XURSHDQ ,QYHVWHF
DVVHVV WKH DPRXQW RI DGGLWLRQDO LQWHUHVW UUR\DOWLHVU DV GHILQHG
DFFRUGLQJ WR WKH ORDQ DJUHHPHQW GXULQJ D UR\DOW\ FDOFXODWLRQ SHUL
GXH GXULQJ WKLV SHULRG ZLOO EH GHWHUPLQHG DQG FDOFXODWHG EDVHG RQ
DQG ZLOO EH LQGH[HG WR WKH &RPSDQ\xV DQQXDO VDOHV WXUQRYHU )RU WKI
ORDQ WKH &RPSDQ\ IRUHFDVWV WKH VDOHV WKDW LW H[SHFWV WR JHQHUDWH
WKH RSHUDWLRQDO DVVXPSWLRQV VXFK DV PDUNHW UHOHDVH GDWHV RI WKH
PDUNHW VHH QRWHYV DQG IRU GHWDLOV DERXW WKLV ORDQ DQG WKH DFF}F
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1RWH6LJQLILFDQW WUDQVDFWLRQV
3KDUPD(QJLQH

,Q $XIXVW WKH &RPSDQ\ HQWHUHG LQWR DQ ([FOXVLYH /LFHQVH DQG &ROO
WKH OO/LFHQVH DQG &ROODERUDWLRQ $JUHHPHQWxx ZLWK 3KDUPD(QJLQH D
GHYHORSPHQW RI QHZ GUXJV IRU WKH WUHDWPHQW RI FDQFHU LQ $VvLD 8QGH
$JUHHPHQW 3KDUPD(QJLQH ZLOO UHFHLYH WKH H[FOXVLYH ULJKW WR IXUWKHU
OHYHUDJH WKH GDWD JHQHUDWHG E\ WKH &RPSDQ\xV GHYHORSPHQW DFWLYL
FRXQWULHV WKURXJKRXW WKH $VLD 3DFLILF UHJLRQ 8QGHU WKH VDPH $JU
GHYHORSLQJ QRQ FOLQLFDO DQG FOLQLFDO UHVHDUFK DQG FRPPHUFLDOL]LQ.
PDNLQJ FHUWDLQ GHYHORSPHQW DQG PLQLPXP FRPPHUFLDO PLOHVWRQH SD\PI
/ILFHQVH DQG &ROODERUDWLRQ $JUHHPHQW LQFOXGH

a $Q H[FOXVLYH SHUSHWXDO OLFHQVH JUDQWHG WR 3KDUPD(QJLQH ZLWK
WHFKQRORJ\ LQ RUGHU WR H[SORLW RU KDYH 1%7;5 H[SORLWHG DQG XVt
ZLWK WKH H[SORLWDWLRQ RI 1%7;5 LQ WKH FRQWUDFWXDO WHUULWRU
GHYHORSLQJ REWDLQLQJ DQG PDLQWDLQLQJ UHJXODWRU\ DSSURYDO F
PDUNHWLQJ

a 7KH &RPSDQ\xV FRPPLWPHQW WR IXUQLVK 3KDUPD(QJLQH ZLWK NQRZ KRZ

FRPPHUFLDOL]H 1%7;5 LQ WKH FRQWUDFWXDO WHUULWRU\ NQRZ KRZ PHI

SUH FOLQLFDO FOLQLFDO DQG QRQ FOLQLFDO WULDO GDWD E\ SURYLGLQ

SODWIRUP DQG

7KH &RPSDQ\xV FRPPLWPHQW WR VXSSO\LQJ RU KDYLQJ VXSSOLHG 3KDUP

UHTXLUHG DQG XVHG E\ 3KDUPD(QJLQH IRU FOLQLFDO WHVWLQJ DQG VX

UHJXODWRU\ DSSURYDOV DUH REWDLQHG

3%

,Q UHWXUQ 3KDUPD(QJLQH FRPPLWYV WR XVH FRPPHUFLDOO\ UHDVRQDEOH HII
WHUULWRU\ DW 3KDUPD(QJLQHXxV FRVW

8QGHU WKH /LFHQVH DQG &ROODERUDWLRQ $JUHHPHQW WKH &RPSDQ\ KDV UHF

$ PLOXISRIWNRQW SD\PHQW RQ VLJQDWXUH RI WKH FRQWUDFW [IXOO\ UHF
3D\PHQWV XSRQ WKH DFKLHYHPHQW RI GHYHORSPHQW PLOHVWRQHV LQFC
ILUVW ILOLQJ IRU UHJXODWRU\ DSSURYDO DQG ILUVW UHJXODWRU\ DSSUF
3D\PHQWV XSRQ WKH DFKLHYHPHQW RI FRPPHUFLDO PLOHVWRQHV EDVHG |
8S WR GRXEOH GLJLW UR\DOWLHV EDVHG RQ QHW SURGXFW VDOHV LQ WKF
3D\PHQWYV IRU WKH VXSSO\ RI 1%7;5

QD Q-

Q- Q-

SRWHQWLDO GHYHORSPHQW DQG FRPPHUFLDO PLOHVWRQH SD\PHQWYV LQFOXGL
XS WRPLOOLRQ

7TKH &RPSDQ\ DQG 3KDUPD(QJLQH DPHQGHG WKH DJUHHPHQW LQ 2FWREHU
DJUHHG

a 7R MRLQ WKH JOREDO SLYRWDO FOLQLFDO WULDO RI 1%7;5 IRU WKH WUHI
E\ WKH &RPSDQ\ LQ WKH $VLD 3DFLILF DUHD ZLWK HDFK SDUW\ FRPPLWW
RUGHU WR LQFUHDVH WKH WHVWHG SRSXODWLRQ DQG WR DFFHOHUDWH JU
7R SD\ WKH ILUVW GHYHORBPOQUMRIGHOMN & FEQHVKH &RPSDQ\ LQ DQG V
FOLQLFDO UHVHDUFK RUJDQL]DWLRQ FRVWV FKDUJHG WR WKH &RPSDQ\ LG
SDWLHQW SRSXODWLRQ LQFOXGHG LQ WKH FOLQLFDO WULDO DQG

a 7R SD\ WKH GHYHORSPH®WOPLBIBWHWWRIQE E\ WKH &RPSDQ\ LQ UHODWHC

WKH ILUVW 3KDVH ,, Rl WKH SLYRWDO VWXG\

3%

$V RI 'HFHPEHU PLOKLIRQ EHHQ UHFHLYHG VLQFH WKH VLJQDWXUH RI WKH
$JUHHPHQW 7KH QH[W SRWHQWLDO PLOHVWRQH SD\PHQW XQGHU WKH DJUHHPI
ILOHV D FRPPHUFLDOL]DWLRQ DXWKRUL]DWLRQ RI 1%7;5 LQ WKHLU UHJLRQ

,Q 1RYHPEHU IDQRELRWL[ QRWLILHG 3KDUPD(QJLQH RI D PDWHULDO EUF
&ROODERUDWLRQ DJUHHPHQW :KLOH ERWK 1DQRELRWL[ DQG 3KDUPD(QJLQH E}
WUHDWPHQW RXWFRPHV IRU SDWLHQWY ZLWK FDQFHU WKH SDUWLHV KDYH KD
GHYHORSPHQW LQ WKH $VLD 3DFLILF UHJLRQ $V VXFK DIWHU GLVFXVVLRQ
B3KDUPD(QJLQH KDYH PXWXDOO\ DJUHHG WR GLVFRQWLQXH WKH FROODERUDWLI
&ROODERUDWLRQ DJUHHPHQW UHSUHVHQWY D IXOO0O UHVROXWLRQ RI RXWVWDC(
UHVSHFW WR WKH GHYHORSPHQW RI 1%7;5 LQ WKH $VLD 3DFLILF UHJLRQ 6HH
GHWDLO UHJDUGLQJ WKH FROODERUDWLRQ RI WKH WHUPLQDWLRQ DQG VHH 1R
SROLF\ DSSOLHG WR WKH /LFHQVH DQG &ROODERUDWLRQ $JUHHPHQW



[ZDEQH RI dRQWHQWYV

J)LODQFLQJ $JUHHPHQW ZLWK WKH (XURSHDQ ,QYHVWPHQW %DQN U(,%0

,Q -XO0\ WKH &RPSDQ\ VLIQHG D QRQ GLOXWLYH ILQDQFLQJ PLOWHRIOQW ZL
RUGHU WR IXQG LWV UHVHDUFK GHYHORSPHQW DQG LQQRYDWLRQ DFWLYLW
LQGLFDWLRQV VXEMHFW WR DFKLHYLQJ D VHW RI DJUHHG XSRQ SHUIRUPDQI
WUDQFKHYV

a D ILUVW WUD Q@RI IBRHEHLYHG LQ 2FWREHU | L K& MUHDFVAH VDR ® WKDW ZLO
UHSDLG IZYWKIHDIUSG/LVEXUVHPHQW

a D VHFRQG WUD @RI BRIGHLYHG LQ ODUFK N XHE® UFDW W RWIKDW ZLWK UH
EHIJLQQKQJ DQG FRQWLQXLQJ LQWR DQG

a D ODVW WUDRERIOWEMHFW IWRH® LOQWHUHVW UDWH WKDW ZLOOLEH IXOO\
\HDUY¥YKLFK EHIL@RWQHLMNWMRUREWDLQLQJ LW 7KH &RPSDQ\ KDV QRW \HW PH'
WKLV WUDQFKH

,Q FRQQHFWLRQ ZLWK WKLV ILQDQFLQJ DJUHHPHQW WKH &RPSDQ\ DOVR HQWH
WR ZKLFK WKH &RPSDQ\ LVVUHABNURMO WXEDLQBEXMDWLRQ SHULRG FRPPHQFLQJ F
SD\ RQ HDFK -XQH ZLWK UHVSHFW WR WKH SUHFHGLQJ \HDU ZLWKLQ WKH FD
Rl UR\DOWLHV SD\DEOH LV FDOFXODEOH EDVHG RQ ORZ VLQJOH GLJLW UR\DO
WUDQFKHY WKDW KDYH EHHQ GUDZQ DQG LQGH[HG RQ WKH &RPSDQ\xV DQQXDO

7KH PLOOMHRRERQG WUDQFKH ZKLFK ZDV UHFHLYHG LQ ODUFK ZDV GLVEXU'

IROORZLQJ FULWHULD

a 'HWHUPLQDWLRQ RI WKH UHFRPPHQGHG GRVH DW RI WKH WXPRU YROXP
IROORZLQJ WKH HQG RI WKH 3KDVH , FOLQLFDO WULDO ZLWK 1%7;5 DQG

a 3RVLWLYH HYDOXDWLRQ RI WKH FOLQLFDO EHQHILW ULVN UDWLR RI 1%7;
VDUFRPDV E\ WKH FOLQLFDO H[SHUW PDQGDWHG E\ WKH J)UHQFK QRWLILHC

6HH 1RWH IRU GLVFXVVLRQ RI UR\DOWLHYVY WKDW PD\ EH GXH LQ WKH FDVH F
UHSD\PHQW RI WKH ORDQ

&ROODERUDWLRQ $JUHHPHQW ZLWK WKH 8QLYHUVLW\ RI 7H[DV 0' $QGHUVRQ

,Q -DQXDU\ WKH &RPSDQ\ DQG WKH 8QLYHUVLW\ RI 7H[DV 0' $QGHUVRQ &DQ
UHVHDUFK HGXFDWLRQ SUHYHQWLRQ DQG FDUH IRU FDQFHU SDWLHQWYV DQQR:

7KH FROODERUDW LFRXD WIDBHAHEXOTRUW,, FOLQLFDO WULBOW LOYWY YZIQN KD URQF R B!
ILUVW LQ FODVV DJHQW 1%7\5HY RBDQFH U QVWSHWD® LRIGFOXGLQJ KHDG DQG QHFN
OXQJ JDVWURLQWHVWLEDQFBIQE JHQLWRXULQDU\

$V SDUW RI WKH IXQGLQJ IRU WKLV FROODERUDWLRQ 1DQREORNRRR WK RARPP L\
FOLQLFDO WULDOV GXULQJ WKH FROO D ERLIDOAIRREH QIVQ G WP DA\GKHH OFQR ALRH.QVALHDRH Q
FROODERUDWLRQ DQRL D CMBRERI@A RQ )HEUXDU\ $GGLWLRQDO ¥DRIPHQWYV
PRQWIRWORZLQJ SDWLHQWY HQUROOPHQW ZLWK WKH EDODQFH SD\DEOH XSRQ

1DQRELRWL[ PD\ DOVR EH UHTXLUHG WR SD\ DQ DGGLWLRQDO RQH WLPH PLC
UHJXODWRU\ DSSURYDO E\ WKH )RRG DQG 'UXJ $GPLQLVWUDWLRQ LQ WKH 8QLV
QXPEHU RI SDWLHQWVY KDYH EHHQ HQUROOHG LQ WKH FOLQLFDO WULDOV 7KH
UDQJLQJ IURPOGMRQ PLOOLRQ

$V Rl '"HFHPEHU DQG WKH &RPSDQ\ UHFRJQL]HG CCOLEREY LBL & DA HR@V HV
UHVSHFWLYHO\ ([SHQVHV ZLOO EH UHFRUGHG GXULQJ WKH FRXUVH RI WKH F
RSHUDWLRQV EDVHG RQ WKH SDWLHQWY HQUROOHG GXULQJ WKH UHOHYDQW St
DVVHWYV



[ZDEQH RI dRQWHQWYV

IRWHQWDQJLEOH DVVHWYV

$FFRXQWLQJ SROLFLHYV

,Q DFFRUGDQFH ZQWKD GBLEOCH GWOKWVEOH DVVHWY DUH FDUULHG DW WKHLU DF’
SHVHDUFK DQG '"HYHORSPHQW FRVWYV

5HVHDUFK FRVWV DUH UHFRUGHG LQ H[SHQVHV LQ WKH SHULRG,GWDIQQ 1 EZKH FK
$VVHWHYHORSPHQW FRVWV PD\ RQO\ EH FDSLWDOL]JHG DV LQWDQJLEOH DVVHW:

Q-

LW LV WHFKQLFDOO\ IHDVLEOH WR FRPSOHWH WKH GHYHORSPHQW RI WKF
XVH RU VDOH

WKH &RPSDQ\ LQWHQGYV WR FRPSOHWH WKH GHYHORSPHQW RI WKH LQWDQ
WKH &RPSDQ\ KDV WKH DELOLW\ WR XVH RU VHOO WKH LQWDQJLEOH DVVH
LW LV SUREDEOH WKDW WKH LQWDQJLEOH DVVHW ZLOO JHQHUDWH IXWXUF
DGHTXDWH WHFKQLFDO ILQDQFLDO DQG RWKHU UHVRXUFHV DUH DYDLC
LQWDQJLEOH DVVHW DQG

WKH &RPSDQ\ LV DEOH WR UHOLDEO\ PHDVXUH WKH H[SHQGLWXUHV DWWU
DVVHW

Q-

Q-

7KH &RPSDQ\ EHOLHYHV WKDW EHFDXVH RI WKH ULVNVY DQG XQFHUWDLQWLHV U
FRPPHUFLDOL]DWLRQ RI LWV SURGXFW FDQGLGDWHYV WKH WHFKQLFDO IHDVLEIL
EH GHPRQVWUDWHG ZKHQ UHTXLVLWH DSSURYDOV DUH REWDLQHG IRU WKH FRF
WR ,$6 WKH &RPSDQ\ KDV UHFRJQL]J]HG DOO RI LWV UHVHDUFK DQG GHYHORS
DQG SULRU SHULRGYV

SDWHQWYV

&RVWYV LQFXUUHG E\ WKH &RPSDQ\ LQ FRQQHFWLRQ ZLWK WKH ILOLQJ RI SDWI
XQWLO VXFK WLPH DV WKH UHOHYDQW SDWHQWY DUH REWDLQHG LQ OLQH ZLV
2QFH WKH SDWHQWY DUH REWDLQHG IURP UHOHYDQW DXWKRULWLHVY WKHLU U
EDVLY RYHU WKH SDWHQW SURWHFWLRQ SHULRG 7KH XVHIXO OLIH RI WKH SDW

6RIWZDUH

7KH FRVWYV RI DFTXLULQJ VRIWZDUH OLFHQVHY DUH UHFRJQL]JHG DV DVVHWYV R(
LPSOHPHQW WKH VRIWZDUH WR ZKLFK WKH OLFHQVH UHODWHYV 7KHVH FRVWYV I
Rl WKH OLFHQVH

5HFRYHUDEOH DPRXQW RI LOQWDQJLEOH DVVHWYV

,QWDQJLEOH DVVHWYV ZLWK D GHILQLWH XVHIXO OLIH DUH WHVWHG IRU LPS
FLUFXPVWDQFHY WKDW LQGLFDWH WKDW WKH DVVHW PLJKW EH LPSDLUHG I
DPRXQW RI DQ LQWDQJLEOH DVVHW ZLWK LWV UHFRYHUDEOH DPRXQW 7KH UHF
IDLU YDOXH OHVV FRVWV WR VHOO DQG LL LWV YDOXH LQ XVH ,I WKH UHFR
DPRXQW DQ LPSDLUPHQW ORVV LV UHFRJQL]J]HG WR UHGXFH WKH FDUU\LQJ DPR



[ZDEQH RI dRQWHQWYV

'"HWDLO RI LQWDQJLEOH DVVHWYV

7KH FKDQJH LQ LQWDQJLEOH DVVHWY EUHDNVY GRZQ DV IROORZV

$V RI $V RI
LQ WKRXVDQGYV RI HXURYV -DQXDU\ ,QFUHDVH¥UHDVHWDQVIHHFHPEHU
SDWHQWYV
6RIWZDUH

,QWDQJLEOH DVVHWYV LQ SURJUHVYV

*URVV ERRN YDOXH RI LQWDQJLEOH DVVHWYV
3DWHQWYV
6RIWZDUH
$FFXPXODWHG GHSUHFLDWLRQ RI LQWDQJLEOH DVVHWYV
1HW ERRN YDOXH RI LQWDQJLEOH DVVHWYV

([SHQVHV IRU WKH SHULRG DUH GHWDLOHG LQ 1RWH '"HSUHFLDWLRQ DPRUWL]DWLRC
$V RI $V RI
LQ WKRXVDQGV RI HXURYV -DQXDU\ ,QFUHDVHM¥UHDVHWDQVIHHFHPEHU
3DWHQWYV
6RIWZDUH

,QWDQJLEOH DVVHWYV LQ SURJUHVV

*URVV ERRN YDOXH RI LQWDQJLEOH DVVHWYV
SDWHQWYV
6RIWZDUH
$FFXPXODWHG GHSUHFLDWLRQ RI LQWDQJLEOH DVVHWYV
1HW ERRN YDOXH RI LOWDQJLEOH DVVHWYV

([SHQVHV IRU WKH SHULRG DUH GHWDLOHG LQ 1RWH '"HSUHFLDWLRQ DPRUWL]DWLRC(

7KH LQFUHDVH LQ LQWDQJLEOH DVVHWYV LQ SURJUHVV LV GXH WR WKH ¢

<

5HVRXUFHV VRRWEZSDIHUPHQW ORVVHV ZHUH UHFRJQL]HRG D RQUP 8 QO RIS WRKEIVRY |, $
SHULRGYV SUHVHQWHG



[ZDEQH RI dRQWHQWYV

IRWHSURSHUW\ SODQW DQG HTXLSPHQW
$FFRXQWLQJ SROLFLHYV

BURSHUW\ SODQW DQG HTXLSPHQW DUH UHFRUGHG DW WKHLU DFTXLVLWLRQ FF
WR EULQJ DQ DVVHW WR WKH ZRUNLQJ FRQGLWLRQ IRU LWV XVH DV LQWHQGHG
FRVW Rl UHSDLUV PDLQWHQDQFH DQG RWKHU UHQRYDWLRQ ZRUN LV H[SHQVHG

B3URSHUW\ SODQW DQG HTXLSPHQW DUH GHSUHFLDWHG RQ D VWUDLJKW OLQH
UHOHYDQW DVVHWYV

7KH GHSUHFLDWLRQ SHULRGV XVHG DUH DV IROORZV
a *HQHUDO IL[WXUHV DQG ILWMWR.QHNUEXLOGLQJ ZRUN
a 7THFKQLFDO LQVWDOODWLRQV HTXLWRHRWUDMQG LQGXVWULDO WRROLQJ
a 2IILFH DQG ,7 HTXLSPHQWROQHED KXW QLWXUH

5HFRYHUDEOH DPRXQW RI SURSHUW\ SODQW DQG HTXLSPHQW

BURSHUW\ SODQW DQG HTXLSPHQW ZLWK D GHILQLWH XVHIXO OLIH DUH WHVWF
LQ FLUFXPVWDQFHV WKDW LQGLFDWH WKDW WKH DVVHW PLJKW EH LPSDLUHG
WKH FDUU\LQJ DPRXQW RI WKH DVVHW RYHU LWV UHFRYHUDEOH DPRXQW 7KH
KLJKHU RI' L LWV IDLU YDOXH OHVV FRVWY WR VHOO DQG LL LWV YDOXH LQ X!
'"HWDLO Rl SURSHUW\ SODQW DQG HTXLSPHQW

7KH FKDQJH LQ SURSHUW\ SODQW DQG HTXLSPHQW LV DV IROORZYV

$V RI 2ZWKHU UHQF\$V R
LQ WKRXVDQGV RI HXUPWQXDU\,QFUHDVHFUHDWHRWHPH MES&HU
wWubDQV QVo

JLIWXUHV ILWWLQJY DQG LQVWDOODWLRQV
SLIKW RI XVH %XLOGLQJV

THFEFKQLFDO HTXLSPHQW

2II1LFH DQG ,7 HTXLSPHQW

7TUDQVSRUW HTXLSPHQW

5LIJKW RI XVH 7TUDQVSRUW HTXLSPHQW
7TDQJLEOH DVVHWYV LQ SURJUHVV
BUHSD\PHQWYVY RQ WDQJLEOH DVVHWYV
*URVVY ERRN YDOXH RI WDQJLEOH DVVHWYV
JLIWXUHV ILWWLQJYVY DQG LQVWDOODWLRQV
5LJKW RI XVH % XLOGLQJV

THFKQLFDO HTXLSPHQW

2IILFH DQG ,7 HTXLSPHQW

7TUDQVSRUW HTXLSPHQW

5LJKW RI XVH 7TUDQVSRUW HTXLSPHQW

$FFXPXODWHG GHSUHFLDWLRQ RI WDQJLEOH
DVVHWYV

1HW ERRN YDOXH RI WDQJLEOH DVVHWYV

([SHQVHV IRU WKH SHULRG DUH GHWDLOHG LQ 1RWH '"HSUHFLDWLRQ DPRUWL]DWLRC(

7KH WKRXVIDQFAWHDVH LQ 5LJKW RI XVH O %XLOGLQJVY PDLQO\ UHODWHV WR

Q-

WZRHZ OHDVH FRQWUDFWVY RQH LQ 2EHUNDPSI| GWKRKNINQICH BIKIHWI ) QL
)DXERXUJ 6DLQW $QWRLQH LQWRRXVDRQUDQFH IRU

WKH WHUPLQDWLRQ RI D OHDVH FRQWKRKW EQ & XUDGLJP 6$6 IRU

7KH DGGLWLRQ RI D SDUNLQJ XQGHU WKH OMDXRXNVDRQG WKH 9LOOHMXLI ID
WKH LPSDFW Rl DQ DQQXDO UHQW DGMXVWPHQW IRU WKH :DWWLJQLHV
1IDWLRQDO ,QVWLWXWH Rl 6WDWLVWLFV DQG WRRRPDE ®SHRBALHWHQQGH][ |

D Q-
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$V RI 2WKHU $V RI
LQ WKRXVDQGV RI HXURV -DQXDU\QFUHDWHWVYHDYRYHPHQWWHPEHU
WUDQVIHU

JLIWXUHV ILWWLQJY DQG LQVWDOODWLRQV
5LJKW RI XVH %XLOGLQJV

7HEKQLFDO HTXLSPHQW

21ILFH DQG ,7 HTXLSPHQW

7UDQVSRUW HTXLSPHQW

5LJKW RI XVH 7UDQVSRUW HTXLSPHQW
7DQJLEOH DVVHWY LQ SURJUHVYV
3UHSD\PHQWY RQ WDQJLEOH DVVHWYV
*URVV ERRN YDOXH Rl WDQJLEOH DVVHWV
JLIWXUHV ILWWLQJY DQG LQVWDOODWLRQV
5LJKW RI XVH %XLOGLQJV

7HFKQLFDO HTXLSPHQW

21ILFH DQG ,7 HTXLSPHQW

7UDQVSRUW HTXLSPHQW

5LJKW RI XVH 7UDQVSRUW HTXLSPHQW
$FFXPXODWHG GHSUHFLDWLRQ RI WDQJLEOH DVVHWYV
1HW ERRN YDOXH RI WDQJLEOH DVVHWYV

([SHQVHV IRU WKH SHULRG DUH GHWDLOHG LQ 1RWH '"HSUHFLDWLRQ DPRUWL]DWLRQ
$V RI -DQXDU\ WKH &RPSDQ\ DSSOLHG WKH QHZ VWDQGDUG ,)56 VHH
LPSDFW RI ,)56 ILUVW DSSOLFBWLGRORYI/KXKKHVUHRIR¥HWH DVVHWY KDYH EHHQ DFF

RSHQLQJ VWDWHPHQW RI ILOQDQFLDO SRVLWLRQ MMORRQD MMDHJWHODWH® I WKL
EXLOGLQJY OHDVH FRQWUDFWYV

Q WKH LQFUHBVEGMRRULPDULO\ GXH WR WKH QHZ OHDVH FRQWUDFW RI 1D
WKHYORRU RI UXH GH :DWWLJQLHV ZKLFK U HWRKROXWREIE®GW W HRIDDIX L V LWL RV
DQG LQVWDOODWLRQV DQG DQ D®GOWLRQDO ULJKW RI XVH RI

,Q WKH &RPSDQ\ DOVR DFTXLUHG RIILFH ,7 DQG WHFKQLFDO HTXLSPHQW W
OHYHO
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1RWHIRQ FXUUHQW ILQDQFLDO DVVHWYV
$FFRXQWLQJ SROLFLHV
1RQ FXUUHQW ILQDQFLDO DVVHWYVY DUH UHFRJQL]HG D®QGDRHDL\DXOU HB/ WQ OFHFQW S

3XUVXDQW WR ,)56 O JLQDQFLDO ,QVWUXPHQWYVY ILQDQFLDO DVVHWY DUH FOD'
DQG WKH LQWHQWLRQ RI PDQDJHPHQW

JLQDQFLDO DVVHWYVY DW IDLU YDOXH WKURXJK SURILW DQG ORVV DQG
JLODQFLDO DVVHWYVY DW DPRUWL]HG FRVW

jsig

$00 UHJXODU ZD\ SXUFKDVHV DQG VDOHV RI ILQDQFLDO DVVHWY DUH UHFRJQL]
JLODQFLDO DVVHWY DW IDLU YDOXH WKURXJK SURILW RU ORVYV

7KLV FDWHJRU\ LQFOXGHYVY PDUNHWDEOH VHFXULWLHYV FDVK DQG FDVK HTXLYELC
WUDGLQJ SXUSRVHV L H DVVHWY DFTXLUHG E\ WKH &RPSDQ\ WR EH VROG LQ
DQG FKDQJHV LQ IDLU YDOXH DUH UHFRJQL]JHG LQ WKH FRQVROLGDWHG VWD
H[SHQVH DV DSSOLFDEOH

JLQDQFLDO DVVHWY DW DPRUWL]HG FRVW

7KLV FDWHJRU\ LQFOXGHV RWKHU ILQDQFLDO DVVHWVY QRQ FXUUHQW WUDGHF
UHODWHG DFFRXQWV FXUUHQW 2WKHU ILQDQFLDO DVVHWV QRQ FXUUHQW
JXDUDQWHHV JUDQWHG WR WKLUG SDUWLHV DV ZHOO DV WHUP GHSRVLWYV DQG
HTXLYDOHQWYV

7KH\ DUH QRQ GHULYDWLYH ILQDQFLDO DVVHWV ZLWK IL[HG RU GHWHUPLQDEOF
7KH\ DUH LQLWLDOO\ UHFRJQL]J]HG DW IDLU YDOXH SOXV WUDQVDFWLRQ FRVWYV \
RI WKH ILQDQFLDO DVVHW H[FHSW WUDGH UHFHLYDEOHV WKDW DUH LQLWLDOO

$IWHU LQLWLDO UHFRJQLWLRQ WKHVH ILQDQFLDO DVVHWY DUH PHDVXUHG D
PHWKRG ZKHQ ERWK RI WKH IROORZLQJ FRQGLWLRQV DUH PHW

a 7KH ILQDQFLDO DVVHW LV KHOG ZLWKLQ D EXVLQHVV PRGHO ZKRVH REME}
FROOHFW FRQWUDFWXDO FDVK IORZV DQG

a 7KH FRQWUDFWXDO WHUPV RI WKH ILQDQFLDO DVVHW JLYH ULVH RQ VS
SD\PHQWYV RI SULQFLSDO DQG LQWHUHVW RQ WKH SULQFLSDO DPRXQW RX!

*DLQVY bDQG ORVVHYVY DUH UHFRUGHG LQ WKH FRQVROLGDWHG VWDWHPHQWYV RI R
PRGLILFDWLRQ RI FRQWUDFWXDO FDVK IORZVY DQG RU LPSDLUHG

)56 GLQDQFLDO ,QWMIUMRHYWNQ HQWLW\ WR UHFRJQL]JH D ORVV DOORZDQFH
ILQDQFLDO DVVHW DW DPRUWL]JHG FRVW DW HDFK 6WDWHPHQW RI )LQDQFLDO 3
H[SHFWHG FUHGLW ORVVHV HTXDOV L WKH PRQWK H[SHFWHG FUHGLW ORV
7KH ODWWHU DSSOLHV LI FUHGLW ULVN KDV LQFUHDVHG VLJQLILFDQWO\ VLQF
LPSDLUPHQW LV UHFRJQL]HG ZKHUH DSSOLFDEOH RQ D FDVHOE\OFDVH EDVL
ZKLFK DUH OLNHO\ WR RFFXU EDVHG RQ LQIRUPDWLRQ DYDLODEOH DW WKH WLF

'LVSXWHG UHFHLYDEOHV DUH ZULWWHQ RIl ZKHQ FHUWDLQ DQG SUHFLVH HYL
H[LVWLQJ FUHGLW ORVV DOORZDQFH DUH UHOHDVHG

JLODQFLDO DVVHWY DQG OLDELOLWLHY DUH PRQLWRUHG IRU DQ\ LQGLFDWLRQ |
EDVHG RQ WKH DFFRXQWLQJ RQ H[SHFWHG FUHGLW ORVVHV GXULQJ WKH OLIH F
LI LWV FUHGLW ULVN GHWHUPLQHG ZLWK ERWK KLVWRULF DQG SURVSHFWLYH
7KH ORVYVY ZLOO LPSDFW WKH QHW LQFRPH ORVV UHFRUGHG WR WKH VWDWHPH



[ZDEQH RI dRQWHQWYV

'HWDLO Rl QRQ FXUUHQW ILQDQFLDO DVVHWYV

7KH FKDQJH LQ QRQ FXUUHQW ILQDQFLDO DVVHWYVY EUHDNV GRZQ DV IROORZV

2WKHU ORQJ
/ILTXLGLW\ WHUP XULW\
LQ WKRXVDQGYV RI HXURV FRQWUDFMQYHVWPI%%\/A};} VLWV SE%\&{DO
&DVK DFFR$SQWMGJIHG
FROODWHUDO

1HW ERRN YDOXH DV RI '"HFHPEHU
$GGLWLRQV

'"HFUHDVHYV

1HW ERRN YDOXH DV RI '"HFHPEHU
$GGLWLRQV

'"HEUHDVHYV

&XUUHQF\ WUDQVODWLRQ DGMXVWPHQWV
1HW ERRN YDOXH DV Rl '"HFHPEHU

6HH QRWH 7UHDV XU\ VKDUHV

Q QRQ FXUUHQW ILQDQFLDO DWR/RIXWIDRGESMDWHEY M&R E\  ,Q QRQ FXUUHQ
DVVHWYV GHFUHDWHIGRXEYBRBSDUHG WR Q WKH BHFXULW\ GHSRVLWYV

WKRXVPQGQO\ GXH WR WKRXYBHSRVLW SDLG LQ FRQOQHFWLRQ ZLWK WKH KHD
DGGHQGXP VLJQHG LQ -DQXDU\ IRU WKH OHDVH RI DGGLWLR QD& RMS\IIFGIG SD U
ZRUWK Rl GHSRVLWYV IRU D PLQRU PDQXIDFWXULQJ VLWH

7KH GHFUHDVH Rl WKH OLTXLGLW\ FRQWUDFW O FDVK DFFRXQW FRUUHVSRQGV )\
LV UHFRUGHG DV FDSLWDO RQ WKH WUHDVXU\ VKDUHVY OLQH LQ WKH VWDWHPFH



[ZDEQH RI dRQWHQWYV

1RWH 7TUDGH UHFHLYDEOHY DQG RWKHU FXUUHQW DVVHWYV
$FFRXQWLQJ SROLFLHV IRU WUDGH UHFHLYDEOHY DQG RWKHU FXUUHQW DVVHW

7TUDGH UHFHLYDEOHYV

7UDGH UHFHLYDEOHV UHODWH PDLQO\ WR LQYRLFHV LVVXHG WR 3KDUPD(QJLQH
H[WHUQDO FOLQLFDO UHVHDUFK RUJDQL]JDWLRQ FRVWY XQGHU WKH /LFHQVH DC
IRU PRUH GHWDLO RQ WKH /LFHQVH DQG &ROODERUDWLRQ $JUHHPHQW

$V RI '"HFHPEHU

LQ WKRXVDQGV RI HXURV
7TUDGH UHFHLYDEOHYV
7TUDGH UHFHLYDEOHYV

7UDGH UHFHLYDEOHYVY EUHDN GRZQ DV IROORZYV

$V Rl '"HFHPEHU

LQ WKRXVDQGV RI HXURV
'XH LQ PRQWKV RU OHVV

'XH EHWZHHQ DQG PRQWKYV
'XH EHWZHHQ DQG PRQWKV
'XH DIWHU PRUH WKDQ PRQWKYV
7UDGH UHFHLYDEOHYV

2ZWKHU FXUUHQW DVVHWYV

2WKHU FXUUHQW DVVHWY EUHDN GRZQ DV IROORZV

$V Rl '"HFHPEHU

LQ WKRXVDQGV RI HXURYV
5HVHDUFK WD[ FUHGLW UHFHLYDEOH
9$7 UHFHLYDEOH

BUHSDLG H[SHQVHV

2WKHU UHFHLYDEOHYV

2WKHU FXUUHQW DVVHWYV

$V Rl '"HFHPEHU SUHSDLG H[SHQVHV PDLQO\ UHODWH O\RVRHW KB UWFK DJ
$QGHUVRQ DJUHHPHQWLJIHHLERWW WAUDQVDFWLRQV

$V RI 'HFHPEHU SUHSDLG H[SHQVHV ZHUH PDLQO\ GXHP MJRO URGIOGIEXI D J

PLOOGUHR@MDWHG WR WKH FROODERUDWLRQ DJUHHPHQWVERWKP®RESQGHNGE R Q
PLVFHOODQHRXV SUHSDLG H[SHQVHV VXFK DV FRQVXOWDQF\ IHHV LQVXUDQFH\
IRU DQ LQGLYLGXDO DPWXBWVDKGY WKDQ

2WKHU UHFHLYDEOHYV PDLQOS PR®B WXSE® IDHEUND Q ® HW KW KIRPRHVOVEVWKIR XV D Q G
DV RI '"HFHPEHU DQG

SHVHDUFK WD[ FUHGLW

7KH &RPSDQ\ UHFHLYHVY D UHVHDUFK WD[ FUHGLW &UOGLW Gx,PS"W 5HFKHUFK
6HH 1RWH IRUDGGLWLRQDO GHWDLOV RQ WKH &,5 UHVHDUFK WD[ FUHGLW

7KH UHVHDUFK WD[ FUHGLWLQRULR® ZDWRRQLDQRELRWL[ WERRQYBQG&XUDGLJIP
6$6 ZKLOH WKH DPRXQW IRUWOOLRZPIMO ORRQLDQRELRWL[ 8VERRVYBQG&XUDGLJIP
6$6

7KH UHVHDUFK WD[ FUHGLW ZDV FROOHFWHG E\ WKH &RPSDQ\ LQ -XO\
FROOHFWHG LQ )HEUXDU\
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7KH FKDQJH LQ UHVHDUFK WD[ FUHGLW UHFHLYDEOHYV EUHDNV GRZQ DV IROORZ
LQ WKRXVDQGV RI HXURYV
S5HFHLYDEOH DV RI -DQXDU\

UHVHDUFK WD[ FUHGLW 1DQRELRWL[ 6% &XUDGLJP 6%6
SHFHLYDEOH DV RI '"HFHPEHU

S5HIXQG RI UHVHDUFK WD[ FUHGLW 1DQRELRWL][ 6%
5HIXQG RI UHVHDUFK WD[ FUHGLW 1DQRELRWL][ 6%
5HIXQG RI UHVHDUFK WD[ FUHGLW &XUDGLJP 6%6

UHVHDUFK WD[ FUHGLW 1DQRELRWL][ 6%
UHVHDUFK WD[ FUHGLW &XUDGLJP 6%6
SHFHLYDEOH DV RI '"HFHPEHU
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1RWH&DVK DQG FDVK HTXLYDOHQWYV

$FFRXQWLQJ SROLF\

&DVK HTXLYDOHQWY DUH KHOG IRU WKH SXUSRVH RI PHHWLQJ VKRUW WHUP FI
RWKHU UHDVRQV 7KH\ DUH HDVLO\ FRQYHUWHG LQWR NQRZQ DPRXQWV RI FD
FKDQJHV LQ YDOXH &DVK DQG FDVK HTXLYDOHQWYV FRQVLVW Rl OLTXLG DVV
GHSRVLWYV

&DVK HTXLYDOHQWY DUH PHDVXUHG DW DPRUWL]HG FRVW

'HWDLO RI FDVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQW EUHDN GRZQ DV IROORZV

LQ WKRXVDQGYV RI HXURV $V Rl '"HFHP\EIRU '"HFHPEHU

6KRUW WHUP EDQN GHSRVLWYV
&DVK DQG EDQN DFFRXQWYV
1HW FDVK DQG FDVK HTXLYDOHQWYV

6KRUW WHUP EDQN GHSRVLWYV PDLQO\ FRPSULVH LOQWHUHVW EHDULQJ WHUP G
PDQDJHPHQW VWUDWHJ\ WKDW PD\ EH FRQYHUWHG WR FDVK ZLWKRXW DQ\ VXEV

$V RI "HFHPEHU &DVK DQG EDQN DFFRXQYWRXMPMUBFROPSDAUJ ES ZLWK 'HFHPI
PDLQO\ GXH WR

a WKH FORVLQJ RI WKH 8 6 LQLWLDO SXEOLF RIIHULQJ RQ WKH 1DVGDT DC

RSWLRQ WR SXUFKDVH DGGLWLRQDO $'6V LQ 'HFHPEHU ZKLFK UHVXC
GHGXFWLQJ XQGHUZULWLQJ FRPPLVVLRQV DQG RIIHULQJ H[SHQ@HRQSD\L
P L OO LCRYG

a WKH PLO@UHRMQ SURFHHGY IURP WKH SULYDWH SODFHPHQW FDSLWDO LQFU
a WKH WRWD®ALRQJ ORDQ REWDLQHG IURP +6%& DQG %SLIUDQFH LQ -XQH D
$00 VKRUW WHUP EDQN GHSRVLWV ZHUH FRQYHUWHG LQWR FDVK GXULQJ WKF
&RPSDQ\ GRHV QRW KDYH DQ\ VKRUW WHUP EDQN GHSRVLWV DV RI 'HFHPEHU
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1RWHG6KDUH &DSLWDO

&DSLWDO LVVXHG
$FFRXQWLQJ SROLFLHYV
2UGLQDU\N VKDUHYVY DUH FODVVLILHG LQ VKDUHKROGHUVx HTXLW\ 7KH FRVW RI |
WKH LVVXH RI QHZ VKDUHV RU RSWLRQV LV UHFRJQL]JHG LQ VKDUHKROGHUVx
LVVXH

'"HWDLO RI VKDUH FDSLWDO WUDQVDFWLRQV

LQ WKRXVDQGV RU DRUOH ﬁgfé@(PV UHXPWHIG R
QXPEHU RI VKDUHYV 1DWXUH RI WUDQVDFeK &b DUH F DWK WWDHV

-DQXDU\

0DUFK *UDQW RI IUHH VKDUHV

$SULO &DSLWDO LQFUHDVH

$SULO &RVW Rl FDSLWDO LQFUHDVH

$SULO ([HUFLVH RI IRXQGHU!V ZDUUDQWV

0D\ 6XEVFULSWLRQ RI ZDUUDQWV

0D\ 6XEVFULSWLRQ RI ZDUUDQWV

-XQH 6XEVFULSWLRQ RI ZDUUDQWYV

-XQH 6XEVFULSWLRQ RI ZDUUDQWYV

-XQH 6XEVFULSWLRQ RI ZDUUDQWYV

X0\ ([HUFLVH RI IRXQGHU!V ZDUUDQWV

'HFHPEHU 8 6 ,QLWLDO SXEOLF RIIHULQJ FRVWYV UHYHUVDO

'"HFHPEHU

0DUFK &DSLWDO LQFUHDVH

-XQH 6XEVFULSWLRQ RI ZDUUDQWV

-XQH 6XEVFULSWLRQ RI ZDUUDQWYV

-XQH 6XEVFULSWLRQ RI ZDUUDQWYV

-XQH 6XEVFULSWLRQ RI ZDUUDQWYV

X0\ &DSLWDO LQFUHDVH

X0\ 3ULYDWH SODFHPHQW &DSLWDO LQFUHDVH

o\ 3ULYDWH SODFHPHQW &DSLWDO LQFUHDVH
WUDQVDFWLRQ FRVWYV

. 8 6 ,QLWLDO SXEOLF RIIHULQJ LQLWLDO GHDO K

HFHPEHU  © 5 2L QJ LQ

. 8 6 ,QLWLDO SXEOLF RIIHULQJ LQLWLDO GHDO

HFHPEHU  © 8 9L QILQ

HEHPEHY £ 6 QLWLDO SXEOLF RIIHULQJ JUHHQ VKRH

'HFHPEHU 8 6 ,QLWLDO SXEOLF RIIHULQJ FRVWYV

'"HFHPEHU

$V Rl '"HFHPEHU WKH VKDUH FDSIGKBDGHERY LQWR XOO\ SDLG LQ RUGLQDU\

HDFK ZLWK D SDU YDUXHARREDUHG ZLWK WKH VKDUHM EDISEMW® Q RWR XO O\

SDLG LQ RUGLQDU\ VKDUHVY HDFK ZDLQMX WKBEDU YDIOXBIHRFDSLWGDYRGEHG LQWR
IXOO\ SDLG LQ RUGLQDU\ VKDUHY HDFK ZLWK D SDU YDOXH RI

Q WKH LQFUHDVH LQ VKDUH FDSLWDO LV PDQ®Q@\RIUHAMWH G WKR WWHWH ZLL\WWEKK 1D
| HDFK DW DQ LVVXH SWH¥MKORMLQJ LQ D FDSLWDKRX\DEFQE\D\DH SRIHPLXP R
PLOOLRQ
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,Q WKH LQFUHDVH LQ VKDUH FDSLWDO LV PDLQO\ UHODWHG WR WKH 8 6 L
,Q WKH JOREDO RITHULQJRDGARWDOWIDUHY ZDV LVVXHG DV IROORZV

a RUGLQDU\ VKDUHV LQ WKH IRUP RI $'6V ZHUH LVEMHG'EQ WKH 8QLW

a RUGLQDU\ VKDUHV ZHUH LVVXHG WKURXJK D FRQFXUUHQW RIIHULQ

8QLWHG 6WDWHV WR FHUWBHQ RQOGHQWBUVKDVMH DQG
WKH XQGHUZULWHUV IRU WKH JOREDO RIIHULQJ H[HUFLNMGGLWL RQD® W'IENL
DW WKH VDPH SXEOLF RITHQOHW$'SULFH RI

3%

$V Rl '"HFHPEHU WKH WUDQVDFWLRQ FRVWY UHODWHG WR WKH GHOD\HG
ZHUH LQLWLDOO\ UHFRUGHG DV D UHGXFWLRQ WR SUHPLXPV UHODWHG WR VKL
ZULWWHQ RII WR H[SHQVH DQG LQFOXGHG ZLWKLQ VHOOLQJ JHQHUDO DQG
RSHUDWLRQV

$V Rl '"HFHPEHU PLORURQUDQVDFWLRQ FRVWYV K IPG ERHRZKWLIFRRIHEHG UHODWH
WKH LQLWLDO SXEOLF RIIHULQJ LQ WKH 8QLWHG 6WDWHV DQG DUH UHFRJQL]HC
7KRVH WUDQVDFWLRQ FRVWY DUH DO RRRX\EDRFGN HG DQODF ZR WEXWRQEOD\DEOH DV
7ZUHDVXU\ VKDUHYV
2Q 'HFHPEHU WKH &RPSDQAUKBO®®U\ VKDUHV XQGHU D OLTXLGLW\ FRQWL
WUHDVXU\ VKDUHV DV Rl 'HFHPEHU 7KLV OLTXLGLW\ FRQWUDFW FRPSC
PDUNHW SUDFWLFHY DFFHSWHG E\ WKH )UHQFK )LQDQFLDO ODUNHWV $XWKRUL
JUHQFK LQLWLDO SXEOLF RIIHULQJ LQ 7KHVH VKDUHV ZHUH GMIGROEWDHIGS |UR |
DQG WKRXVDWE&! 'HFHPEHU DQG UHVSHFWLYHO\
JRXQGHUVx ZDUUDQWYV ZDUUDQWY VWRFN RSWLRQV DQG IUHH VKDUHV
$FFRXQWLQJ SROLFLHV
$FFRXQWLQJ SROLFLHV IRU VKDUH EDVHG SD\PHQWYV DUH GHVFULEHG LQ 1RWH
'"HWDLO RI FKDQJH LQ IRXQGHUV@ ZDUUDQWY ZDUUDQWY VWRFN RSWLRQV DQG

$V Rl '"HFHPEHU DQG WKH &RPSDQ\ KDG WKH IROORZLQJ W\SH RI HT:
SODQV IRXQGHUVx ZDUUDQW %63&( SODQV VWRFN RSWLRQ 26% SODQV DQG

7KH IROIORDE@HY VXPPDUL]H DFWLYLW\ LQ WKHVH SODQV GXULQJ WKH \HDUV H(



[znEos 1L dRQWHQWY

%6$

([HUFLV

7\SH *UDQW GDSAWH FH

2XWVWDQ
5&%XXRQGE96%M%WUFLVHBMHLWBW'HFHP?ﬁ%%HU R
LQ HXURRR

UHV LVVXDEOH

0 0D\

%63 $SULO
N 6HSW
%6 YHEUXD U\
%63$ p X QH

%6$ g XQH

. YHEUXD U\
%65 1RYHPEHU
o -DQXDU\
%6$ 0DUFK
I -X 0\

%6 0DUFK
3G 0DUFK

7TRWDO




[ZDEQH RI dRQWHQWYV

7\SH *UDQM/G%%%EEé%%&ﬂRQGE96%M&HUFLVHEMHLwééwmwgaﬁﬁﬁawﬂSLXDEOH
%69 0D\
%65 $SULO
%6s 6HSW
%63 YHEUXDU\
- YHEUXDU\
%6$ p XQH
%6$ g XQH
%6 s YHEUXD U\
%69 1RYHPEHU
%63 “DQXDU\
%6s 0DUFK
%63 X0\
- 0DUFK
7RWDO
%638&(
cupow ([HUFLVERXWVWDQGLQ) 2XWVWDQGXREHU RI
7\SH oy SULFH DW -DQXDUAVXHEHUFLVHBUIHLWB® 'HFHPERAKDUHV
LQ HXURYV LVVXDEOH
OB "HFHPEHU
%638 ( $XIXVW
— 6HSWHPEHU
%638/ YHEUXDU\
%638 ( Rl
%38l YHEUXDU\
o -DQXDU\

7RWDO
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“UDQW ([HUFLVEEXWVWDQGLQJ 2XWVWDQGKREHU RI
7\SH GDWH SULFH DW -DQXDWVXHG[HUFLVHBUIHLWB® 'HFHPEHAWKDUHV
LQ HXURV LVVXDEOH
%63&( Ut
%638 ( '"HFHPEHU
%63&( $SULO
%638&( $XIXVW
%638 ( 6HSWHPEHU
%638 ( YHEUXDU\
%63&( -XQH
%638 YHEUXDU\
%63 ( -DQXDU\
7RWDO
26%
([HUFLV

é—IXWVWDQGL’Q\‘})H_'V&[ ZXWVWDQ%H %JEHU R1

* '
7\SH UDQW GDSMH FH HUFLVHBUIHLWBW HFHP\I;K UHV LVVXDEOH

LQ HxURRR XD UL

D60 YHEUXDU\

26% 1RYHPEHU

DEG -DQXDU\

263 ODUFK

oy O0DUFK

268 /i< 2FWREHU

s 0DUFK

7RWDO
(IHUFLVAXWVWDQGLQJ DW 2XWVWDQGIXPEHU RI

7\SH *UDQW GDSMHFH -DQXDU\ ,VVXHGHUFLVBHBUIHLWBW 'HFHPEHWKDUHYV

LQ HXURV LVVXDEOH

D50 YHEUXDU\

26$ 1RYHPEHU

DEe -DQXDU\

263 ODUFK

DR 0DUFK

268 /i< 2FWREHU

7RWDO
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$*$
([HUFLVAXWVWDQGLQJ DW 2XWVWDQGLUXPEHU RI
7\SH *UDQW GDSMHFH -DQXDU\ ,VVXHG[HUFLVHRBUIHLWBW 'HFHPEHWKDUHYV
LQ HXURV H[HUFLVDEOH
oy 0DUFK oD
$rg -X 0\ oD
o 0DUFK QD
. 0DUFK 0D
7RWDO
([HUFLVAXWVWDQGLQJ DW 2XWVWDQGLUXPEHU RI
7\SH *UDQW GDSMH FH -DQXDU\ ,VVXHG[HUFLVHBUIHLWBW 'HFHPEHWKDUHYV
LQ HXURV H[HUFLVDEOH
o5 0DUFK oD
oy -X 0\ 0D
o 0DUFK oD
7RWDO
:DUUDQW SODQV
$W D PHHWLQJ RQ ODUFK WKH ([HFXWLYH %RDUG DFWLQJ SXUVXDQW WF

UHVROXWLRQ RI WKH DQQXDO VKDUHKROGHUV PHHWLQJ GDWHG $SULO

6XSHUYLVRU\ %RDUG RQ ODUFK ZDUUDWDDNWWER PHPEHUV RI WKH 6XSHUYLVRU\
WKH KROGHU WR VXEVFULEH WR D GHILQHG QXPEHU RI BWGDL GNUFNRKRIHHY ZLW
KROGHUV VXEVFULEHG WR WKH ZDUUDQWY SULRU WR WKH HQG RI WKH VXEVFUL

$W D PHHWLQJ RQ ODUFK WKH ([HFXWLYH %RDUG DFWLQJ SXUVXDQW WHEF
UHVROXWLRQ RI WKH DQQXDO VKDUHKROGHUV PHHWLQJ GDWHG 0D\ D
6XSHUYLVRU\ %YRDUG RQ -DQXDU\ ZDUUDQWYWWR PHPEHUV RI WKH 6XSHUYL'
HOQWLWOLQJ WKH KROGHU WR VXEVFULEH WR D GHILQHG QXPHEHMHW R I|SRUWU6E6HQMIU

7KH KROGHUV VXEVFULEHG WR WKH ZDUUDQWYV DW WKH HQG RI WKH VXEVF

6WRFN RSWLRQ SODQV

$W D PHHWLQJ RQ ODUFK WKH ([HFXWLYH %RDUG DGRSWHG WKH 6 WR
WKH DXWKRUL]DWLRQ JUDQWHG E\ WKH WKLUW\ VHFRQG UHVROXWLRQ RI WKH
JUDQWHG VWRFN RSWLRQV WKH UX6I$ZKLBK WR PHPEHUV Rl WKH ([HFXWLYH %R
'RVWLH DQG WKH UHPWRQHRIOR\HHV RI WKH &RPSDQ\ XQGHU VXFK 6WRFN

HQWLWOHV LWV KRPRGHRUGULRDAXEYKDUEHHRI WKH &RPSDQ\ ZDWKD) $FDHHUFLYU K}
SULFH RI LVVXH SUHPLXP LQFOXGHG

7TKH 26% PD\ EH H[HUFLVHG DV IROORZV
a XS WR RQH WKLUG RI WKH 26% DV IURP ODUFK
a DQ DGGLWLRQDO RQH WKLUG RI WKH 26% DV IURP ODUFK DQG
a WKH EDODQFH L H RQH WKLUG RI WKH 26% DV IURP ODUFK \Y

FRQWLQXHG VHUYLFH FRQGLWLRQ

,Q DGGLWLRQ WKH ([HFXWLYH %RDUG GHFLGHG WKDW WKH H[HUFLVH RI WKH

%RDUG DQG 0OU $0ODLQ 'RVWLH ZRXOG DOVR EH VXEMHFW WR WKH DFKLHYHPHQ
7KH VDWLVIDFWLRQ RI WKLY SHUIRUPDQFH FRQGLWLRQ ZDV DFNQRZOHGJHG E\
VXSHUYLVRU\ ERDUG RQ ODUFK

$W D PHHWLQJ RQ ODUFK WKH ([HFXWLYH %RDUG DFWLQJ SXUVXDQW W
VHYHQWK UHVROXWLRQ RI WKH DQQXDO VKDUHKROGHUVYVWRHWRGW CGRM GNEKDH

U WR WKH HPSOR\HHV RI WKH &RPSDQ\ XQGHU WKH 6WRFN 2SWLRQ 30D
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%RDUG RQ )HEUXDU\ (DFK 26% H QW L WREHR/U GW § DKUR OVGKHDW AV R | VWX K W F&JR
ZLWK D SDU YDODW RIQ H[HUFLVH SUY¥MHRBUHPLXP LQFOXGHG
7KH 26% PD\ EH H[HUFLVHG DV IROORZV
a XS WR WZR WKLUGV RI WKH 26% DV IURP 0DUFK DQG
a4 WKH EDODQFH L H RQH WKLUG RI WKH 26%$ DV IURP O0DUFK Y
FRQWLQXHG VHUYLFH FRQGLWLRQ
$W D PHHWLQJ RQ 2FWREHU WKH ([HEFEXWLYH %RDUG DFWLQJ SXUVXDQW
VL[WK UHVROXWLRQ DW WKH DQQXDO VKDUHKROGHUV PHHWLQJ GDWHG $SULO
DQG JUDQWHG/WRFN RSWLRQV WKH U26$ //< U0 WR /DXUHQW /HY\ FKDLUPDC
&RPSDQ\ XQGHU VXFK //< BWRFN 2SWLRQ 30DQ (DFK 26%$ //< HQWLWOHV
VKDUH Rl WKH &RPSDQ\ ZLWK D8 DWW YJEXNHALRIH SWMVXHREIUHPLXP LQFOXGHG
7KH 26% //< PD\ EH H[HUFLVHG XQGHU WKH IROORZLQJ FRQGLWLRQV
a RI WKH 268% //< PD\ EH H[HUFLVHG ZKHQ WKH PDUNHW YDOXH RI D V
(XURQH[W LQ 3DULV UHDFKHYV
a DQ DGGLWLRRIDWKH 26% //< PD\ EH H[HUFLVHG ZKHQ WKH PDUNHW YD
UHJXODWHG PDUNHW RI (XURQH[W LQ 3DULV UHDFKHV
a DQ DGGLWLRRIDWKH 26% //< PD\ EH H[HUFLVHG ZKHQ WKH PDUNHW YD
UHJXODWHG PDUNHW RI (XURQH[W LQ 3DULV UHDFKHV
a4 WKH EDODQFHRILWKH 26$ //< PD\ EH H[HUFLVHG ZKHQ WKH PDUNHW YI

UHJXODWHG PDUNHW RI (XURQHPMQGQ 3DULV UHDFKHV

LW EHLQJ VSHFLILHG WKDW LQ WKH HYHQW RI D PHUJHU LQWR DQRWKHL
VKDUHKROGHUVY DFWLQJ DORQH RU LQ FRQFHUW RI WKH &RPSDQ\ WR R
VKDUHV UHVXOWLQJ LQ D FKDQJH RI FRQWURO WKH SHUIRUPDQFH FRQGI
VKDUH SULFH RQ WKH UHJXODWHG PDUNHW RI (XURQH[W LQ 3DULV ZLOO E

3%

7KH WHUP Rl HDFK VWRHNURMRWLWRHLGDWH RI JUDQW RU H[FHSW IRU WKH 26$%
GHDWK RU GLVDELOLW\ RI WKHHDSWURRE P REXWER WKXFEDWH RI VXFK GHDWK RU

,Q DFFRUGDQFH ZLWK WKH UHOHYDQW VWRFN RSWLRQ SODQV WKH ([HEXWLYF
&RPSDQ\ WKH FRQWLQXHG VHUYLFH FRQGLWLRQ WR ZKLFK WKH H[HUFLVH RI W
WHUPLQDWLRQ RI WKHLU HPSOR\PHQW DJUHHPHQW

JUHH VKDUH SODQV

$W D PHHWLQJ RQ ODUFK WKH ([HEXWLYH %RDUG DFWLQJ SXUVXDQW WR
UHVROXWLRQ RI WKH DQQXDO VKDUHKROGHUVx PHHWIHH \GIDVUHE $EKHOU$*$
ZLWK D SDU YDOMRH M $QQH -XOLHWWH +HUPDQW D PHPEHU RI WKH ([HFXWLYH

,Q DGGLWLRQ WR WKH DFTXLVLWLRQ DQG KROGLQJ FRQGLWLRQV GHWDLOHG El
+HUPDQW LV FRQGLWLRQHG XSRQ WKH DFKLHYHPHQW RI SRVLWLYH UHVXOWV
SHUIRUPDQFH FRQGLWLRQ ZDV DFNQRZOHGJHG E\ WKH ([HFXWLYH %RDUG ZLW
ODUFK

$W D PHHWLQJ RQ ODUEK WKH ([HFXWLYH %RDUG DFWLQJ SXUVXDQW WR
UHVROXWLRQ RI WKH DQQXDO VKDUHKROGHUVx PHHWHMH \KDUHE OWKH U$*$ JULC
WR WKH PHPEHUV RI WKH ([HFXWLYH %RDUG DQG HPSOR\HHV RI WKH &RPSDQ\ F

,Q DGGLWLRQ WR WKH DFTXLVLWLRQ DQG KROGLQJ FRQGLWLRQV GHWDLOHG E
([HEXWLYH %RDUG PHPEHUV ZDV VXEMHFW WR 1%7;5 UHFHLYLQJ WKH &( PDUN |
WKLV SHUIRUPDQFH FRQGLWLRQ ZDV DFNQRZOHGJHG E\ WKH ([HFXWLYH %RDU
ERDUG RQ $SULO

JUHH VKDUH YHVWLQJ FRQGLWLRQV

7KH $*$ DQG $*$ DUH VXEMHFW WR |RW 2RHDOFR X U [ W HR/Q GIRHAM. R G DD Q C
\HDKROGLQJ SHULRG DQG IRU IREHHMEDWXLYHWLEBQIWWLRG 7KH IUHH VKDUF
&RPSDQ\ DUH GHILQLWLYHO\ DFTXLUHG DW WKH HQG RI WKH DFTXLVLWLRQ SHL
VXFK SHULRG WKH EHQHILFLDU\ LV WKH RZQHU RI WKH VKDUHV +RZHYHU GXU
%RDUG LI DQ\ WKH VKDUHV PD\ QRW EH VROG WUDQVIHUUHG RU SOHGJHG

8QOHVV RWKHUZLVH GHFLGHG E\ WKH VXSHUYLVRU\ DQG H[HFXWLYH ERDUGV R
DUH VXEMHFW WR FRQWLQXHG VHUYLFH GXULQJ WKH DFTXLVLWLRQ SHULRG
JUHQFK WD[ UHVLGHQWYV DQG ODUFK IRU IRUHLJQ WD[ UHVLGHQWV DQG
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EHLQJ VSHFLILHG WKDW IDLOLQJ VXFK FRQWLQXHG VHUYLFH WKH EHQHILFLDL
WR DFTXLUH WKH UHOHYDQW $*$ RU $*$

8QOHVV RWKHUZLVH GHFLGHG E\ WKH VXSHUYLVRU\ DQG H[HFXWLYH ERDUGYV |
GHDWK RI D EHQHILFLDU\ EHIRUH WKH HQG Rl WKH DFTXLVLWLRQ SHULRG WKH
UHVSHFWLYHO\ WKH GDWH RI GLVDELOLW\ RU WKH GDWH RI WKH UHTXHVW R
IUDPHZRUN RI WKH LQKHULWDQFH SURYLGHG [WHKRDQWRXRPMKWHHERM\HWVRILNGAD &/ Z L

$W D PHHWLQJ RQ 6HSWHPEHU WKH ([HFXWLYH %RDUG DFNQRHAHABMHGIHG
VKDUHV JUDQWHG RQ -XO\ WZRHDBREOTORZXLWLBQ SHULRG WKXV DFNQRZOHGJL
FDSLWDO LQFUHDVH RI

,Q DFFRUGDQFH ZLWK WKH WHUPV RI WKH IUHH VKDUHV WKH ([HFXWLYH %RDUG
DQG D IRUPHU ([HFXWLYH %RDUG PHPEHU WKH FRQWLQXHG VHUYLFH FRQGLWLF
VKDUHV LV VXEMHFW QRWZLWKVWDQGLQJ WKH WHUPLQDWLRQ RI WKHLU HPSOI
VKDUH EDVHG SD\PHQWV RQ LQFRPH LV GLVFXVVHG LQ 1RWH $V RI '"HFHPEHU
HVYWLPDWHG YHVWLQJ RI WKH IRXQGHUVx ZDUUDQWY WKH ZDUUDQWY DQG SHI
1RWH



[ZDEQH RI dRQWHQWYV

1RWH3URYLVLRQV
$FFRXQWLQJ SROLFLHYV
BURYLVLRQV IRU FROQWLQJHQFLHY DQG FKDUJHV

BURYLVLRQV IRU FRQWLQJHQFLHY DQG FKDUJHV UHIOHFW REOLJDWLRQV UHVX
GDWHVY DQG DPRXQWY DUH XQFHUWDLQ WKDW WKH &RPSDQ\ PD\ IDFH DV SDUW

$ SURYLVLRQ LV UHFRJQL]JHG ZKHQ WKH &RPSDQ\ KDV D SUHVHQW REOLJDWLR(
HYHQW ZKHUH LW LV SUREDEOH WKDW DQ RXWIORZ RI UHVRXUFHV HPERG\LQJ
REOLJDWLRQ DQG D UHOLDEOH HVWLPDWH FDQ EH PDGH RI WKH DPRXQW RI WKt

7KH DPRXQW UHFRUGHG LQ SURYLVLRQV LV D EHVW HVWLPDWH RI WKH RXWIOF
REOLIJDWLRQ GLVFRXQWHG LI UHTXLUHG DW \HDU HQG

SURYLVLRQV IRU UHWLUHPHQW REOLJDWLRQV
&RPSDQ\ HPSOR\HHVY UHFHLYH WKH UHWLUHPHQW EHQHILWY SURYLGHG IRU E\ O

a /XPS VXP UHWLUHPHQW EHQHILW SDLG E\ WKH &RPSDQ\ WR HPSOR\HHV X
DQG

a 3HQVLRQ EHQHILWV SDLG E\ VRFLDO VHFXULW\ DJHQFLHV ZKLFK DUH IL
FRQWULEXWLRQV 6WDWH GHILQHG FRQWULEXWLRQ SODQ

7KH FRVW Rl UHWLUHPHQW EHQHILWY SD\DEOH XQGHU GHILQHG EHQHILW SODQ
PHWKRG

%DVHG RQ WKLY PHWKRG WKH FRVW RI UHWLUHPHQW LV UHFRUGHG LQ LQFRPH
WKH WHUP RI WKH HPSOR\HHxV FDUHHU 3DVW VHUYLFH FRVW UHODWHG WR Q
LQFUHDVH LQ WKH EHQHILWY JUDQWHG RU DV LQFRPH UHGXFWLRQ LQ WKH
FXUWDLOPHQW RFFEXUV $FWXDULDO JDLQV DQG ORVVHV DUH UHFRJQL]JHG GLU
ORVV XQGHU HTXLW\

SHWLUHPHQW EHQHILW REOLJDWLRQV DUH PHDVXUHG DW WKH SUHVHQW YDO X
PDUNHW \LHOGV RQ KLJK TXDOLW\ FRUSRUDWH ERQGV ZLWK D PDWXULW\ HTXLY
XVHV H[SHUWV WR FDUU\ RXW DQ DQQXDO YDOXDWLRQ RI WKH SODQV 7KH &RI
DUH UHFRJQL]JHG DV H[SHQVHV LQ HDFK SHULRG WR ZKLFK WKH\ UHODWH

$V Rl '"HFHPEHU DQG WKH &RPSDQ\ XSGDWHG WKH SDUDPHWHUV IRU
EHQHILW SODQ WR WDNH UHFHQW FKDQJHV LQWR DFFRXQW 7KH VDODU\ LQFUF
XSGDWHG VHH 1RWH IRU IXUWKHU GHWDLOV RQ DVVXPSWLRQV XVHG

$V RI-DQXle\ '"HFHPEHU

LQ WKRXVDQGV RI HXURV FUHDVHH’FUHDV&\\// R

/IXPS VXP UHWLUHPHQW EHQHILWYV
1RQ FXUUHQW SURYLVLRQV
SBURYLVLRQV IRU GLVSXWHYV
BURYLVLRQ IRU FKDUJHV
&XUUHQW SURYLVLRQV
7TRWDO SURYLVLRQV
6HH 6WDWHPHQW RI FRQVROLGDWHG FDVK IORZV DQG 1RWH IRU WKH QDWXUH RI WK
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$V RI -DQXD’Lb\ \\/ Rl "HFHPEHU

LQ WKRXVDQGYV RI HXURV FUHDVHH’FUHDV&

/IXPS VXP UHWLUHPHQW EHQHILWV
1RQ FXUUHQW SURYLVLRQV
SBURYLVLRQV IRU GLVSXWHYV
BURYLVLRQ IRU FKDUJHV
&XUUHQW SURYLVLRQV

7TRWDO SURYLVLRQV

6HH 6WDWHPHQW RI FRQVROLGDWHG FDVK IORZV DQG 1RWH IRU WKH QDWXUH RI WK

&XUUHQW SURYLVLRQV
BURYLVLRQV IRU GLVSXWHV FRPSULVH HPSOR\HH GLVSXWHV LQ SURJUHVYV
WKRXVID@Q&G WKRXVDA8SHFWLYHO\ ZHUH GXH WR SD\PHQWV WKDW RFFXUUHG
LOQFUHDVHWKIRXVIDQRG FRUUHVSRQGHG WR D QHZ HPSOR\HH GLVSXWH

BURYLVLRQV IRU FKWWKRHXWBRQBGH UHODWHG WR WHUPLQDWLRQ FRVWVYV DFFRXQV
HPSOR\HH GHSDWKRXNDHQUEH SDLG LQ

1RQ FXUUHQW SURYLVLRQV

&RPPLWPHQWYV IRU UHWLUHPHQW EHQHILWYV

LQ WKRXVDQGV RI HXURV $V RI '"HFHP\EIRU 'HFHPEHU

BURYLVLRQ DV RI EHJLQQLQJ RI SHULRG

&RVW RI VHUYLFHYV

,QWHUHVWY GLVFRXQWLQJ FRVWYV

(ISHQVH IRU WKH SHULRG

*DLQV RU ORVVHV UHODWHG WR H[SHULHQFH

*DLQV RU ORVVHV UHODWHG WR FKDQJH LQ GHPRJUDSKLF DVVXPSWLRQV
*DLQV RU ORVVHV UHODWHG WR FKDQJH LQ ILQDQFLDO DVVXPSWLRQV
$FWXDULDO JDLQV RU ORVVHV UHFRJQL]HG LQ RWKHU FRPSUHKHQVLYH LQFRPH
BURYLVLRQ DV RI HQG RI SHULRG

7KH DVVXPSWLRQV XVHG WR PHDVXUH OXPS VXP UHWLUHPHQW EHQHILWY DUH D

OHDVXUHPHQW GDWH '"HFHPEHU "HFHPEHU

ODQDJHPHQW $0BQDJHPHQW $JH

SHWLUHPHQW DVVXPSWLRQV 1RQ PDQDJHPHQMRQ$BPBQDJIJHPHQW $JH

6RFLDO VHFXULW\ FRQWULEXWLRQ UDWH
'LVFRXQW UDWH

ORUWDOLW\ WDEOHV 5HIJXODWRU\ WDFHIKODWRU\ WDEOH
16 (( 16 ((
6DODU\ LQFUHDVH UDWH LQFOXGLQJLQIFéHF &LYH
? t XWLYH
6WDIl WXUORYHU &RQVWDQW DYHURQNWDGMA RYHUDJH UD
'XUDWLRQ \HDUV \HDUV

7KH ULJKWV JUDQWHG WR &RPSDQ\ HPSOR\HHVY DUH GHILQHG LQ WKH &ROOHFW
PDOQXIDFWXULQJ DQG VDOHV RI SKDUPDFHXWLFDO SURGXFWYV

7KH VWDII WXUQRYHU UDWH ZDV GHWHUPLQHG XVLQJ D KLVWRULFDO DYHUDJH F



[ZDEQH RI dRQWHQWYV

1RWH)LQDQFLDO OLDELOLWLHYV

$FFRXQWLQJ SROLFLHYV
7KH &RPSDQ\ UHFHLYHV DVVLVWDQFH LQ WKH IRUP RI JUDQWY FRQGLWLRQDO C

8QGHU ,)56 D UHSD\DEOH DGYDQFH WKDW GRHV QRW UHTXLUH WKH SD\PHQW
LOQOWHUHVW IUHH ORDQ 7KH GLIIHUHQFH EHWZHHQ WKH DPRXQW RI WKH DGYDQ
DW WKH &RPSDQ\ V DYHUDJH ERUURZLQJ UDWH LV FRQVLGHUHG WR EH D JRYH!
WKH HVWLPDWHG GXUDWLRQ RI WKH SURMHFWY WKH\ ILQDQFH

7KH ORQJ WHUP PRUH WKDQ RQH \HDU SRUWLRQ RI FRQGLWLRQDO DGYDQFHYV
DQG WKH VKRUW WHUP SRUWLRQ LQ FXUUHQW ILQDQFLDO OLDELOLWLHYV

*UbQwvy DUH UHFRJQL]HG DV *UDQWY UHFHLYDEOH DV VRRQ DV WKH DVVXUDQF
DQG QRW ZKHQ DFWXDO SD\PHQW LV PDGH $ SRUWLRQ RI WKH JUDQWYV LV WKt
WKDW WKH UHODWHG H[SHQGLWXUHYVY KDYH QRW \HW EHHQ PDGH

1RQ UHSD\DEOH FRQGLWLRQDO ORDQV DUH WUHDWHG DV JRYHUQPHQW JUDQW
&RPSDQ\ ZLOO FRPSO\ ZLWK WKH FRQGLWLRQV IRU QRQ UHSD\PHQW 2WKHUZLVI

*RYHUQPHQW JUuDQWY PDGH DYDLODEOH WR RIIVHW H[SHQVHV RU ORVVHV D
DVVLVWDQFH WR WKH &RPSDQ\ ZLWK QR IXWXUH UHODWHG FRVWY DUH UHFRJC
DOORFDWHG

J)LOQODQFLDO OLDELOLWLHV DUH UHFRJQL]HG DQG RPHONV@EHIO L@ \DEDRBDBEQHREH Z
OLDELOLWLHV LQFOXGLQJ WUDGH DQG RWKHU SD\DEOHV DUH YDOXHG DW DPRL

JLQDQFLDO OLDELOLWLHY DW DPRUWL]HG FRVW

/IRDQV DQG RWKHU ILQDQFLDO OLDELOLWLHY DUH UHFRJQL]JHG DQG PHDVXUHG L
7KH\ DUH UHFRJQL]JHG DW DPRUWL]HG FRVW ZKLFK LV GHILQHG XQGHU ,)56
OLDELOLW\ DIWHU GHGXFWLRQ RI UHLPEXUVHPHQW Rl SULQFLSDO LQFUHDVH
FDOFXODWHG XVLQJ WKH HIITHFWLYH LQWHUHVW UDWH PHWKRG

7TUDQVDFWLRQ FRVWY GLUHFWO\ DWWULEXWDEOH WR WKH DFTXLVLWLRQ RU L
ILQDQFLDO OLDELOLWLHV 7KH FRVWY DUH WKHQ DPRUWL]HG RQ DQ DFWXDULD
LOWHUHVW UDWH QDPHO\ WKH UDWH WKDW H[DFWO\ GLVFRXQWY HVWLPDWHG
ILQDQFLDO OLDELOLW\ LQ RUGHU WR GHWHUPLQH LWV DPRUWL]JHG FRVW

'"HWDLOV RI ILQDQFLDO OLDELOLWLHYV

LQ WKRXVDQGV RI HXURV $V RI '"HFHP\EIRU '"HFHPEHU

/HDVH OLDELOLWLHYV 6KRUW WHUP

5SHSD\DEOH DGYDQFHV 26(2 %3,IUDQFH ORDQ 6KRUW WHUP
3% (

(,% ORDQ 6KRUW WHUP

7RWDO FXUUHQW ILQDQFLDO OLDELOLWLHYV

/HDVH OLDELOLWLHV /RQJ WHUP

5HSD\DEOH 26(2 %SLIUDQFH ORDQ DGYDQFHV /RQJ WHUP
3%(

(,% ORDQ /RQJ WHUP

7RWDO QRQ FXUUHQW ILQDQFLDO OLDELOLWLHYV

7RWDO ILQDQFLDO OLDELOLWLHYV

$3*($RU LQ JUHQFK #3U2WV JDUDQWLY SDU O!(WDW$ DUH VWDWH JXDUDQWHHG ORDQV
%SLIUDQFH DQG 26(2 FRQGLWLRQDO DGYDQFHYV
7KH &RPSDQ\ UHFHLYHY UHSD\DEOH DGYDQFHV IURP %DQTXH 3XEOLTXH Gx,QY

,QQRYDWLRQ 7KH DGYDQFHYVY DUH LQWHUHVW IUHH DQG DUH IXOO\ UHSD\DEO
VXFFHVV | Q WKH &RPSDQ\ ZzDV LQIRUPHG WKDW WKH LQLWLDO GDWH RI
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DGYDQFH ZDV GHIHPROWMNKKRUDPRXQW WR EH UHLPEXUVHG FRUUHVSRQGV WR W
PLOOLRRUHDVHG E\ WKH LQWHUHVW DPRXQW VHH 1RWH

,Q -XQH &XUDGLJP 6$6 RBMROQHIR@EGLWLRQDO DGYDQFH IWRRXVRIKIGDQFH

ZKLFK ZDV UHFHLYHG DW WKH VLJQDWXUH GDWH ZKLOH WKH UHPDLQLQJ DPRXQ

ZRUN DV RI ODUFK DW WKH ODWHVW

(,% ORDQ

,Q -XO0\ WKH &RPSDQ\ REWDLQHG D IL[HG UDWH ORDQ IURP WKH (,% 7KH C
PLOOGRYLOMIGUMBIDQFKHY 7KH ILUVW WUDQFKH RILOVXZR @ B R E & DVHGDIOX 12 FRN F
DQG ZLOO EH UHSDLG LQ IX0O0 LQ 7KH DFFXPXODWHG IL[HG UDWH LQWH

VDPH WLPH 7KH VHFRQG WUDQFKH ZRMWXOER®RBEH®GHBDYWHIOX® R UFK DQG ZLC

EHWZHHQ DQG 7KH DFFXPXODWHG IL[HG UDWH LQWHUHVW UHODWHG WR

WRIJHWKHU ZLWK WKH SULQFLSDO GXH

7KH WKLUG WUDQFKH ZKLFK DELGHV E\ VSHFLILF FRQGLWLRQV 1%7;5 VKRXOG
DQG UHDFK WKH PDLQ SHUIRUPDQFH FULWHULD IRU WKH 3KDVH ,,, SLYRW IRU
UHTXHVWHG E\ WKH &RPSDQ\ \HW 7KH GHDGOLQH IRU UHTXHVWLQJ WKLV WKLU:(
ZDV GHOD\HBREAWKR -XO\

3XUVXDQW WR WKH WHUPV RI WKH ORDQ WKH ¥RMDUR\DOWD ORMRO BXTXWURG
FRPPHQFLQJ RQ -DQXDU\ WR SD\ RQ HDFK -XQH ZLWK UHVSHFW WR WK
SHULRG DGGLWLRQDO LQWHUHVW LQ WKH IRUP Rl UR\DOWLHYV FDOFXODWHG
ZLWKGUDZQ DQG LQGH[HG RQ WKH DQQXDO VDOHV WXUQRYHU VHH 1RWH
IXWXUH UR\DOWLHV EDVHG RQ LWV IRUHFDVW RI IXWXUH DQQXDO VDOHV WXUQ
DPRUWL]HG FRVW Rl WKH ORDQ :KHQ WKH &RPSDQ\ UHYLVHV LWV IRUHFDVWYV F
OLDELOLW)\ LV VXEVHTXHQWO\ DGMXVWHG EDVHG RQ WKH UHYLVHG HVWLPDWH
HIITHFWLYH LQWHUHVW UDWH 7KH UHODWHG LPSDFW RQ WKH FDUU\LQJ YDOXH
H[SHQVH DV DSSOLFDEOH 'XH WR WKH GHOD\ FDXVHG E\ &29," LQ FOLQLFDO
GHYHORSPHQW SODQ WKH VDOHV IRUHFDVWV ZHUH XSGDWHG UHVXOWLQJ LQ
1RWH RI RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY IRU GHWDLOV DERX\
LQFUHDVH Rl WKH HVWLPDWHG IXWXUH QHW VDOHV ZRXOG UHVXOW LQ DQ LPPD
RI '"HFHPEHU

3*( ORDQ

7KH &RPSDQ\ DQQRXQFHG LQ -XQH WKDW LW KDV UHFHLYHG DSSURYDO IRU |
PLOGHIRRK LQ WKH IRUP Rl VWDWH JXDUDQWHHG ORDQV U3U2WV PDODQRQV SI

IURP +6%& WKH O00+6%& 3*( /RDQxx ZDV UHFHLYHG LQ -XQH 7KLV ORDQ

PLQLPXP RRQWXYG DOORZV WKH &RPSDQ\ WR GHOD\ WR & WDERIDRE BWRVHPHQOW RI W
7KH &RPSDQ\ LQWHQGV WR XVH WKLV RSWLRQ D Q\G BBXYDD W K M XUDHA P B V HIPRHROX
EHHQ LQFOXGHG LQ QRQ FXUUHQW ILQDQFLDO OLDELOLWLHVY RQ WKH VWDWHF
DSSOLFDEOH WR WKH &RPSDQ\ IRU WKH ILUVW \HDU LV

2Q -XO0\ WKH &RPSDQ\ HQWH UHRL © QQWR@RIDI) ZHRMRQ &SLIUDQFH WKH 00
/IRDQxx 7KH %SLIUDQFH \3*(H/RDHU R DIVQEB I UDQWHHG E\ WKH JUHQFK 6WDWH
3*( /RDQ ZLOO EHDU QR LQWHRRYWBKIRLR GV KK WL URW ORZQ BK VXEF® DQG IRU Wk
VXEVHTXN@QMU¥YLOO EHDU DQ LQWHSHWWDQRWR RIQFOXVLYH RI DQ DQQXDO 6WD

SHU DQQXP 7KH SULQFLSDO DQG LQWHUHVW RI WKH %SLTXDWURHHBO\ OF
LQVWDOOPHQWY DV IURP 2FWREHU XQWLO -XO\

/HDVH /LDELOLWLHV

6LQFH -DQXDU\ WKH &RPSDQ\ DSSOLHVY WKH QHZ VWDQGDUG ,)56 O /HD
UHODWHG ,)5,& DQG 6,& LOQOWHUSUHWDWLRQV 7KLV VWDQGDUG HOLPLQDWHYV WK
DQG UHTXLUHV OHDVHV EH UHFRJQL]J]HG LQ WKH EDODQFH VKHHW 7KH DFFRXQYV
ZKLOH UHFRUGLQJ D OLDELOLW\ IRU WKH YDOXH RI WKH GLVFRXQWHG UHQWDO\

$V PHQWLRQHG LQ 1RWH RQ -DQXDU\ IRU HDFK RQJRLQJ RSHUDWL
'"HFHPEHU WKH &RPSDQ\ UHFRUGHG D ULJKW RI XVH DVVHW DQG D FRUUF
GLVFRXQWHG DPRXQW WR EH SDLG RYHU WKRVH OHDVH WHUPV :KLOH QR LP
UHFRUGHG DW ILUVW WLPH DSSOLFDWLRQ XQGHU WKH PRGLILHG UHWURVSHF
DGRSWLRQ WKH IROORZLQJ LPSDFW ZLOO EH ERRNHG

a 7KH ULJKW RI XVH DPRUWL]DWLRQ DPRXQW FRPSXWHG RQ D VWUDLJKW Ol
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a $ ILQDQFLDO H[SHQVH IRU WKH LQWHUHVW FRPSRQHQW DVVRFLDWHG ZLW
UHGXFLQJ WKH OHDVH OLDELOLW\

$IWHU DGRSWLRQ DOO QHZ OHDVH FRQWUDFWY QRW IDOOLQJ XQGHU D SUDFWI

OHDVHV RU ORZ YDOXH OHDVHYVY ZLOO EH WUHDWHG ZLWK WKH VDPH DFFRXQWI

LPSDFW RI WKH OHDVH OLDELOLW\ DW ILUVW WLPH DSSOLFDWLRQ DQG WKH UF
DQG

&RQGLWLRQDO DGYDQFH EDQN ORDQ DQG ORDQV IURP JRYHUQPHQW DQG S)

7KH WDEOH EHORZ VKRZV WKH GHWDLO Rl OLDELOLWLHVY UHFRJQL]JHG RQ WKH V
DGYDQFHVY DQG ORDQV IURP JRYHUQPHQW DQG SXEOLF DXWKRULWLHYV

&RQGLWLRQDO DGYDQFHV DQG ORDQV IURP JRYHUQPHQW DQG SXEOLF DXWKRUL

&XUDGLJP

%SLIUDQRMWHUHVW, IUH )
LQ WKRXVDQGV RI HXURV [0 So o st b o H oRbElQDQ /SéblgggHFwRWDo

$V RI -DQXDU\
BULQFLSDO UHFHLYHG
,PSDFW RI GLVFRXQWLQJ DQG DFFUHWLRQ

$FFXPXODWHG IL[HG LQWHUHVW H[SHQVH
DFFUXDO

$FFXPXODWHG YDULDEOH LQWHUHVW H[SHQVH
DFFUXDO

5HSD\PHQW

$V Rl '"HFHPEHU

3ULQFLSDO UHFHLYHG

,PSDFW RI GLVFRXQWLQJ DQG DFFUHWLRQ

$FFXPXODWHG IL[HG LQWHUHVW H[SHQVH
DFFUXDO

$FFXPXODWHG YDULDEOH LQWHUHVW H[SHQVH
DFFUXDO

5HSD\PHQW
$V RI '"HFHPEHU

7KH LPSDFW RI GLVFRXQWLQJ PIQGCODRODMWIGRW RWKH (,% ORDQ ILUVW UHIOHF
PHWKRGU LPSDFW FRPSXWHG IROORZLQJ D GHFUHDVH LQ WKH &RPSDQ\xV UHY
VLQFH WKH YDULDEOH SDUW RI WKH (,% ILQDQFLDO FKDUJHV UHODWH WR UR
UHYHQXH H[SHFWDWLRQV :KHQ WKH &RPSDQ\ UHYLVHV LWV IRUHFDVWV RI HV
OLDELOLW\ LV VXEVHTXHQWO\ DGMXVWHG EDVHG RQ WKH UHYLVHG HVWLPDWH
HIITHFWLYH LQWHUHVW UDWH 7KH UHODWHG LPSDFW RQ WKH FDUU\LQJ YDOXH
H[SHQVH DV DSSOLFDEOH 7KH UHVW Rl WKH FDWFK XS LPSDFW LV SUHVHQWHG

&RQVLGHULQJ WKH ODVW DYDLODEOH GHYHORSPHQW DQG PDUNHWLQJ SODQ
UHYHQXH IRUHFDVW ERWK WKH WLPLQJ DQG PHDVXUHPHQW DQG DGMXVWHG W
LQWHUHVW SD\PHQWYVY DFFRUGLQJO\ 7KH H[SHFWHG UR\DOW\ SD\PHQWV WR E

PLOKIDR(H EHHQ XSGDWHGOCMAMQ! '"HFHPEHU 7TKHUHIRUH WKH FRUUHVS
WKH ILQDQFLDO OLDELOLW\ LV D GHRPULKODR B @KW KH I PHOQLEOHG OHL MH PREIH U



[ZDEQH RI dRQWHQWYV

%DQN ORDQ

+6%& %SLIUDQFH
LQ WKRXVDQGV RI HXURV 43%($ #3%($ 7TRWDO

$V RI -DQXDU\

JLODQFLDO H[SHQVHV RQ OLDELOLWLHV
5HSD\PHQW RI SULQFLSDO

3D\PHQW RI LQWHUHVW

$V RI '"HFHPEHU

BULQFLSDO UHFHLYHG

,PSDFW RI GLVFRXQWLQJ DQG DFFUHWLRQ
$FFXPXODWHG IL[HG LQWHUHVW H[SHQVH DFFUXDO
$V RI '"THFHPEHU

$3*($RU LQ )UHQFK #3U2WV JDUDQWLYVY SDU O!/(WDW$ DUH VWDWH JXDUDQWHHG ORDQV

,Q WKH IL[HG LQWHUHVW DFFUXD® |UWKHHU 8 UW R FIOSIDUWD R WWHKHHHER& 3*( ORDQ DQG W
DGGHG WR D IL[HG LQWHUWYXW %SBWIKHNRQFH 3*( ORDQ UHVSHFWLYHO\

/HDVH OLDELOLWLHYV

7KH WDEOH EHORZ VKRZV WKH GHWDLO Rl FKDQJHV LQ OHDVH OLDELOLWLHYV L
RYHU WKH SHULRGV GLVFORVHG

LQ WKRXVDQGV RI HXURV /HDVH OLDELOLWLI
$V RI '"THFHPEHU
,PSDFW RI ,)56 ILUVW DSSOLFDWLRQ

$V RI -DQXDU\

1HZ OHDVH FRQWUDFWYV

,PSDFW RI GLVFRXQWLQJ RI WKH QHZ OHDVH FRQWUDFWYV
J)L[HG LQWHUHVW H[SHQVH

5HSD\PHQW RI OHDVH

(DUO\ WHUPLQDWLRQ RI OHDVH FRQWUDFWYV

$V Rl '"HFHPEHU

1HZ OHDVH FRQWUDFWYV

,PSDFW RI GLVFRXQWLQJ RI WKH QHZ OHDVH FRQWUDFWYV
JLIHG LQWHUHVW H[SHQVH

5HSD\PHQW RI OHDVH

(DUO\ WHUPLQDWLRQ RI OHDVH FRQWUDFWYV

$V Rl '"HFHPEHU

6HH QRWH ,PSDFW RI ,)56 ILUVW DSSOLFDWLRQ IRU IXUWKHU GHWDLOV
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'XH GDWHV RI WKH ILQDQFLDO OLDELOLWLHYV

7KH GXH GDWHV IRU UHSD\PHQW Rl WKH DGYDQFHVY ORDQV DQG OHDVH OLDELGC
UDWH LOWHUHVW DUH DV IROORZV

$V RI '"HFHPEHU

HHQ % MWEBHHQ ORQE WKDQ
uv \HDUV \HDUV

0
LQ WKRXVDQGYV RI HXURV /HVV WKDQ/OH\V%E‘.)

%SLIUDQFH
,QWHUHVW IUHH %SLIUDQFH ORDQ

&XUDGLJP LQWHUHVW IUHH %SLIUDQFH DGYDQFH

+6%& #3*($
%SLIUDQFH #3*($

(,% IL[HG UDWH ORDQ
/HDVH OLDELOLWLHYV
7RWDO

$7KH &RPSDQ\ SODQV WR UHLPEXUVH WKH WZR #3*($RU #3U2WV JDUDQWLV SDU O!(WDW
\HDU ODVW UHLPEXUVHPHQW EHLQJ LQ IRU WKH UHDVRQV PHQWLRQHG LQ WKH SDUD

7KH ORQJ WHUP GHEW REOLJDWLRQV UHODWH WR WKH IL[HG UDWH LQWHUHVW
LOWHUHVW IUHH %SLIUDQFH ORDQ (,% ORDQ 3*( ORDQV DQG WKH OHDVH Ol
GLVFRXQWLQJ LPSDFW EXW RQO\ UHIOHFW WKH FRPPLWWHG DPRXQWYV XQGHU \

7KH RXWVWDQGLQJ EDODQFH RI WKH (,% ORDQ L QFALODXDYR® ILH MHKREMWD EOH DER
LQFOXGL@PLO®IRWRWDO IL[HG UDWH LQWHUHVW WR EH SDLG R YH.WD GMIBRAQ WHUP
DFFUXHG DV RI 'HFHPEHU 7KH EDODQFH LQ WKH WMBIEMHRP @R YWH. FIRMIN GQ
YDULDEOH UDWH LQWHUHVW EDVHG RQ WKH FRQVROLGDWHG IRUHFDVWHG VDO
WKH VL[ \HDU SHULRG EHJLQQLQJ -DQXDU\ VHH 1RWHYV DQG

$V Rl '"HFHPEHU WKH &RPSDQ\ KDV QRW \HW VHQW WR +6%& LWV GHEW U
XVHG IRU WKH GXH GDWHV RI WKH ILQDQFLDO OLDELOLWLHY DERYH LV WKDW
SDFH DV WKH %SLIUDQFH RQH 7KH LOWHUHVWY WKDW ZLOO EH DSSOLFDEOH E
LOQWHUHVW FRVWY ZHUH WDNHQ LQWR DFFRXQW KHUH



[ZDEQH RI dRQWHQWYV

1RWH7UDGH SD\DEOHVY DQG RWKHU FXUUHQW OLDELOLWLHYV
7TUDGH DQG RWKHU SD\DEOHV
$FFRXQWLQJ SROLFLHYV

$FFRXQWLQJ SROLFLHV IRU 7UDGH DQG RWKHU SD\DEOHV DUH GHVFULEHG LQ 1F
$FFUXHG H[SHQVHYV

7TDNLQJ LOWR DFFRXQW WKH WLPH ODJ EHWZHHQ WKH WLPH DW ZKLFK WUHDWIF
DQG WKH WLPH DW ZKLFK VXFK FRVWY DUH LQYRLFHG WKH &RPSDQ\ HVYWLPDW|
WKH ILQDQFLDO VWDWHPHQWY DW HDFK UHSRUWLQJ GDWH

7KH WUHDWPHQW FRVWYV IRU SDWLHQWY ZHUH HVWLPDWHG IRU HDFK VWXG\ E
FHOWHUV FRQGXFWLQJ WKH WULDOV WDNLQJ LQWR DFFRXQW WKH OHQJWK RI \
7KH WRWDO DPRXQW HVWLPDWHG IRU HDFK VWXG\ KDV EHHQ UHGXFHG E\ WKH C

'"HWDLOV RI WUDGH DQG RWKHU SD\DEOHV

$V RI '"HFHPEHU

LQ WKRXVDQGV RI HXURV
$FFUXHG H[SHQVHVY FOLQLFDO WULDOV
2WKHU WUDGH SD\DEOHV

7TRWDO WUDGH DQG RWKHU SD\DEOHYV

7UDGH SD\DEOHV DUH QRW GLVFRXQWHG DV QRQH RI WKH DPRXQWYV ZHUH GXH

2WKHU WUDGH SD\DEOMKRXYRP@QBEENWY UHODWLQJ WR WKH 8 6 LQLWLDO SXEOL
'"HFHPEHU

2ZWKHU FXUUHQW OLDELOLWLHYV

$V RI '"HFHPEHU

LQ WKRXVDQGV RI HXURV

7D[ OLDELOLWLHYV

3D\UROO WD[ bDQG RWKHU SD\UROO OLDELOLWLHYV
2WKHU SD\DEOHYV

2WKHU FXUUHQW OLDELOLWLHYV

3D\UROO WD[ DQG RWKHU SD\UROO OLDELOLWLHY FRQVLVW SULPDULO\ RI SD\UF
VKDUHVY DFFUXHG ERQXVHV YDFDWLRQ GD\V DQG UHODWHG VRFLDO FKDUJHV

3D\UROO WD[ DQG RWKHU SDV\UROO PLOGURRBWLPLO ODREHDWIFE PEHU WR
PLOMM®!I '"HFHPEHU DV D UHVXOW RI LQFUHDVHG VRFLDO FKDUJHYV
GHIHUUDO RI WKRVH FKDUJHVY JUDQWHG E\ WKH 6WDWH GXULQJ WKH &29,' FUL

&KDQJH LQ RWKHU SD\DEOHV EHWZHHQ 'HFHPEHU DQG PDLQO\ LQFOXG

a4 $ GHIHUUHG LQFRWHRXIVBRGBUHVSRQGLQJ WR WKH WKERWYRQIEQ W M&K HV R
&XUDGLJP 6% LQ LQ FRQQHFWLRQ ZLWK WKH %SLIUDQFH 'HHS 7HFK )XGQ

DQG

$ GHIHUUHG LQFRWHRRIVBRGUHVSRQGLQJ WRR MHOUD-BUHPYYK DJUHHPHQW

6DQRIL REWDLQHG LQ EXW QRW \HW LQFXUUHG VHH 1RWH DQG

$ GHIHUUHG LQFRPKRRVPRWUIHVSRQGLQJ WR WKH SRUWLRQ RI WKH UHPDL

IURP 1DQRELRWL[ 6$ IURP %SL)UDQFH QRW LQFXUUHG \HW VHH 1RWH

4%

Q-



[ZDEQH RI dRQWHQWYV

1RWH)LQDQFLDO LQVWUXPHQWY LQFOXGHG LQ WKH VWDWHPHQW RI ILQDQFLDO

$FFRXQWLQJ SROLFLHV

$FFRXQWLQJ SROLFLHV IRU ILQDQFLDO LQVWUXPHQWY LQFOXGHG LQ WKH VWD

DUH GHVFULEHG LQ 1RWH OO1RQ FXUUHQW ILQDQFLDO DVVHWVxx 1RWH O
OO&DVK DQG FDVK HTXLYDOHQWVxx DQG 1RWH OO)LQDQFLDO OLDELOLWLH

'"HWDLO RI ILQDQFLDO LQVWUXPHQWY LQFOXGHG LQ WKH VWDWHPHQWY RI ILQD¢

$V RI " HFHPEHU

%RRN YDOXI—? @me-goD@y W\yDQG OLDELOLWLHV
LQ WKRXVDQGV RI HXURWDWHPHQ | U ) G DW DRRUW Y]IH@GX H
ILQDQFLDO S W§<U ORV RVW

1RQ FXUUHQW ILQDQFLDO DVVHWYV

1RQ FXUUHQW ILQDQFLDO DVVHWYV
7UDGH UHFHLYDEOHYV

&DVK DQG FDVK HTXLYDOHQWYV

7RWDO DVVHWYV

J)LOQDQFLDO OLDELOLWLHYV

1RQ FXUUHQW ILQDQFLDO OLDELOLWLHYV
&XUUHQW ILQDQFLDO OLDELOLWLHYV
7UDGH SD\DEOHV DQG RWKHU SD\DEOHYV
7RWDO OLDELOLWLHV

7KH IDLU YDOXH RI FXUUHQW DQG QRQ FXUUHQW OLDELOLWLHV LQFOXGH ORDQV UHS
%SLIUDQFH VWDWH JXDUDQWHHG ORDQV UHFRUGHG DW DPRUWL]JHG FRVW ZDV DVVHVVHG
IDLU YDOXH

$V Rl '"HFHPEHU

%RRN YDO HH \y8§{%/ OLDELOLWLHV
L

LQ QFLDOE
LQ WKRXVDQGYV RI HXUWRWH VWDW % Wg’nﬁ\g\% D PRIVLUIN Y PHOXX H
Vv

ILQDQFLDO FRVW

1RQ FXUUHQW ILQDQFLDO DVVHWYV

1RQ FXUUHQW ILQDQFLDO DVVHWYV
7UDGH UHFHLYDEOHYV

&DVK DQG FDVK HTXLYDOHQWYV

7RWDO DVVHWYV

JLQDQFLDO OLDELOLWLHYV

1RQ FXUUHQW ILQDQFLDO OLDELOLWLHYV
&XUUHQW ILQDQFLDO OLDELOLWLHYV
7UDGH SD\DEOHV DQG RWKHU SD\DEOHYV
7RWDO OLDELOLWLHV

7KH IDLU YDOXH RI FXUUHQW DQG QRQ FXUUHQW OLDELOLWLHYVY LQFOXGH ORDQV UHSD\I
FRVW ZDV DVVHVVHG XVLQJ XQREVHUYDEOH #OHYHO $ LQSXWV LQ WKH ,)56 FODVVLILF



[ZDEQH RI dRQWHQWYV

7KH LPSDFW RQ LQFRPH ORVV LV DV IROORZV

JRU WKH \HDU HQGHG 'HFHPE

LQ WKRXVDQGV RI HXURV

&RVW RI JURVV GHEW

,QFRPH IURP FDVK HTXLYDOHQWYV

7TRWDO IDLU YDOXH WKURXJK SURILW RU ORVV

ODQDJHPHQW RI ILQDQFLDO ULVNYV

7KH SULQFLSDO ILQDQFLDO LQVWUXPHQWY KHOG E\ WKH &RPSDQ\ DUH LQVWU>
7KHVH LOQVWUXPHQWY DUH PDQDJHG ZLWK WKH REMHFWLYH Rl HQDEOLQJ WKH
&RPSDQ\ V SROLF\ LV WR QRW XVH ILQDQFLDO LQVWUXPHQWYV IRU VSHFXODWL
LQVWUXPHQWYV

7KH SULQFLSDO ULVNV IDFHG E\ WKH &RPSDQ\ DUH OLTXLGLW\ IRUHLJQ FXUUHC
/ILTXLGLW\ ULVN

*LYHQ WKH DPRXQW RI FDVK DQG FDVK HTXLYDOHQWY KHOG E\ WKH &RPSDQ\ D
&RPSDQ\ GRHV QRW EHOLHYH WKDW LW LV H[SRVHG WR VKRUW WHUP OLTXLGLW

JRUHLJQ &XUUHQF\ ([FKDQJH 5LVN

7KH IXQFWLRQDO FXUUHQF\ Rl 1DQRELRWL[ 6 $ LV WKH HXUR ([SRVXUH WR IRU
HQWLUHO\ IURP LQWUDJURXS WUDQVDFWLRQV EHWZHHQ 1DQRELRWL[ 6 $ DQG
FXUUHQF\ LV WKH 8 6 GROODU DV ZHOO DV WUDGH UHODWLRQV ZLWK FXVWRPF

$W WKLV VWDJH RI LWV GHYHORSPHQW WKH &RPSDQ\ GRHV QRW XVH KHGJLQJ
IOXFWXDWLRQV +RZHYHU D VLJQLILFDQW LQFUHDVH LQ LWV EXVLQHVV DFWL
FXUUHQF\ H[FKDQJH ULVN ,I WKLV RFFXUV WKH &RPSDQ\ PD\ LPSOHPHQW D \

WKH &RPSDQ\ KDG IRUHLJQ H[FKDQJH ORV YV HPL OROW RNEK B RW/RIW WY @ LDPIRXFLVD (R |
LQFRRH RXU FRQVROLGDWLRQ ILQDQFLDO VWDWHPHQWY 7KLV LPSDFW ZDV SU
LQ '"HFHPEHU ZKLFK ZDV UHDOL]HG LQ 8 6 PERORIROQWVRWHBXBGWHRG VL QWKH
FUHDWLQJ D RQH WLPH LPSDFW RQ IRUHLJQ H[FKDQJH ORVVHV ORUHRYHU W
RITHULQJ DUH FXUUHQWO\ KHOG LQ 8 6 GROODUV LQ WKH &RPSDQ\xV FXUUH!¢
LQFUHDVH LQ IRUHLJQ H[FKDQJH ULVN LV WKH RQH WLPH LPSDFW RI WKH FORV
UHDVRQV IRU WKHVH IRUHLJQ H[FKDQJH ORVVHV ZHUH UHODWHG WR RQH WLPF
DVVHVVPHQW RI WKLV ULVN IRU WKH \HDU

7KH IROORZLQJ WDEOH VKRZVLQWIHHDVEDFW EGHFRYJHDVH LQ WKH H[FKDQJH UDWH |

8 6 GROODU FDOFXODWHG RQ WKH DPRXQWV RI FDSLWDO FRQWULEXWLRQV D¢
'"HFHPEHU DQG

JRU WKH \HDU HQGHG 'HFHPEHU

,PSDFW 1HW LQFRPH (TXLW\

LQ WKRXVDQGV RI HXURYV ,QFUHDVH'HFUHDVH ,QFUHDVH'HFUHDVH
86' (XUR H[FKDQJH UDWH

TRWDO

JRU WKH \HDU HQGHG 'HFHPEHU
,PSDFW I1HW LQFRPH (TXLW\
LQ WKRXVDQGV RI HXURV ,QFUHDVH'HFUHDVH ,QFUHDVH'HFUHDVH
86' (XUR H[FKDQJH UDWH
7TRWDO




[ZDEQH RI dRQWHQWYV

&UHGLW ULVN

&UHGLW ULVN DULVHV IURP FDVK DQG FDVK HTXLYDOHQWY GHULYDWLYH LQVWI
LQVWLWXWLRQV DV ZHOO DV IURP H[SRVXUH WR FXVWRPHU FUHGLW LQ S
FRPPLWPHQWYV

7KH FUHGLW ULVN UHODWHG WR FDVK DQG FDVK HTXLYDOHQWY DQG WR FXUU
TXDOLW\ RI WKH UHOHYDQW ILQDQFLDO LQVWLWXWLRQV

&XVWRPHU FUHGLW ULVN LV OLPLWHG GXH LQ SDUW WR ORZ WUDGH UHFHLY!|
FXVWRPHUVx KLJK FUHGLW UDWLQJ IRU RWKHU UHFHLYDEOHYV

,QWHUHVW UDWH ULVN

7KH &RPSDQ\ V H[SRVXUH WR LQWHUHVW UDWH ULVN LV SULPDULO\ UHODWHG
ZKLFK FRQVLVW RI PRQH\ PDUNHW PXWXDO IXQGV 6,&%9V &KDQJHV LQ LQWHUL
HDUQHG IURP WKHVH LQYHVWPHQWY DQG WKH FDVK IORZV JHQHUDWHG

,Q WKH &RPSDQ\ HOQWHUHG LQWR DQ DJUHHPHQW ZLWK WKH (,% SXUVXDQW
XS WRPLOOGRYLGMIGUBN® D Q WKHRM ZKLFK ZHUH UHFHLYHG WKURXJK '"HFHPEHU
WKH IL[HG LQWHUHVW UDWH WKH &RPSDQ\ DOVR FRPPLWWHG IRU D SHULRG O
LQ WKH IRUP RI UR\DOWLHY LQGH[HG WR WKH &RPSDQ\xV DQQXDO VDOHV WXUQ
LOWHUHVW UDWH RQ WKH ORDQ GRHV QRW GHSHQG RQ PDUNHW SHUIRUPDQFH
PDUNHW ULVN LV GHHPHG ORZ VHH 1RWH

)DLU YDOXH

7KH IDLU YDOXH RI ILQDQFLDO LQVWUXPHQWY WUDGHG RQ DQ DFWLYH PDUNHW
7KH PDUNHW SULFHV XVHG IRU WKH ILQDQFLDO DVVHWY KHOG E\ WKH &RPSD
PHDVXUHPHQW GDWH

7KH FDUU\LQJ YDOXH RI UHFHLYDEOHY DQG FXUUHQW OLDELOLWLHYV LV DVVXPH



[ZDEQH RI dRQWHQWYV

IRWHS5HYHQXHY DQG RWKHU LQFRPH

$FFRXQWLQJ SROLFLHYV

SHYHQXHV

S5HYHQXH LV UHFRJQL]JHG LQ DFFRUGDQFH ZLWK ,)56

8QGHU ,)56 UHYHQXH LV UHFRJQL]JHG ZKHQ WKH &RPSDQ\ VDWLVILHV D SH
GLVWLQFW JRRG RU VHUYLFH RU D GLVWLQFW EXQGOH RI JRRGV DQG RU VHUY
FRQWURO RI WKHVH JRRGV RU VHUYLFHV $Q DVVHW LV WUDQVIHUUHG ZKHQ
VHUYLFH

*LYHQ WKH ZLGH VSHFWUXP RI WKHUDSHXWLF UHVHDUFK DQG GHYHORSPHQW
&RPSDQ\ LQWHQGY WR UHVHDUFK DQG GHYHORS ZLWK LWV RZQ VFLHQWLILF DQ
DQG H[SHFWV WR HQWHU LQWR OLFHQVH DQG FROODERUDWLRQ DJUHHPHQWYV :
JHQHUDWHG RU ZLOO JHQHUDWH UHYHQXH

7TKHUHIRUH HDFK DJUHHPHQW KDV EHHQ DQG ZLOO EH DQDO\]HG RQ D FDVH
DUUDQJHPHQW FRQWDLQV SHUIRUPDQFH REOLJDWLRQV WR WKH RWKHU SDU\
SHUIRUPDQFH REOLJDWLRQV LQ RUGHU WR GHWHUPLQH WKH DSSURSULDWH DF
WKDW WKH &RPSDQ\ KDV UHFHLYHG RU LV HQWLIWOHG WR UHFHLYH IURP WKH R\

a 'HYHORSPHQW VHUYLFHV SHUIRUPHG E\ WKH &RPSDQ\ WR FUHDWH RU HQl
E\ WKH FOLHQW IRU ZKLFK UHYHQXH LV UHFRJQL]HG RYHU WLPH ZKHQ VH

a $ WUDQVIHU RI FRQWURO RI DQ H[LVWLQJ LQWHOOHFWXDO SURSHUW\ RI \
WKH WLPH VXFK FRQWURO LV WUDQVIHUUHG

a $ OLFHQVH

} ., WKH OLFHQVH LV DVVHVVHG WR EH D ULJKW WR DFFHVV WKH &RP
WKURXJKRXW WKH OLFHQVH SHULRG UHYHQXH LV UHFRJQL]JHG RYHU
} .1 WKH OLFHQVH LV D ULJKW WR XVH WKH &RPSDQ\xV LQWHOOHFWXD

IXQFWLRQDOLW\ UHYHQXH LV UHFRJQL]JHG ZKHQ WKH RWKHU SDUV
OLFHQVH RU
BURGXFW VXSSO\ IRU ZKLFK WKH UHYHQXH LV UHFRJQL]JHG RQFH WKH I
WUDQVIHUUHG

Q-

&RQWLQIJHQW UHYHQXH DULVLQJ IURP VXFFHVVIXO PLOHVWRQHV RU VDOHV E
UHODWHG PLOHVWRQH KDV EHHQ UHDFKHG RU VDOH KDV RFFXUUHG

$SSOLFDWLRQ WR WKH OLFHQVH DQG FROODERUDWLRQ DJUHHPHQW ZLWK 3KDU|

8QGHU WKH /LFHQVH DQG &ROODERUDWLRQ $JUHHPHQW WKH &RPSDQ\xV DQG
DQG ILQDQFLDO WHUPV DUH GHILQHG LQ WKH FRQWUDFW 7KH FRQWUDFW KDV
KDYH EHHQ DIIHFWHG E\ WKH WHUPV RI WKH FRQWUDFW DQG WKH &RPSDQ\ K
IXWXUH FRQVLGHUDWLRQ LQ H[FKDQJH IRU WKH JRRGV DQG VHUYLFHV WUDQVIH

7KH &RPSDQ\ LGHQWLILHG WKUHH SHUIRUPDQFH REOLJDWLRQV LQ WKH /LFHQVE
1RWH DERYH

WKH OLFHQVH RI WKH ULJKW WR XVH WKH &RPSDQ\xV SDWHQW DQG NQRZ |
WKH VXSSRUW SURYLGHG E\ WKH &RPSDQ\ WR 3KDUPD(QJLQH XQWLO WK
3KDUPD(QJLQHxV WHUULWRU\ WKDW WKH &RPSDQ\ YLHZV DV D VHULHV RI
DQG H[SHULHQFH WKDW LV VDWLVILHG RYHU WLPH DQG

a WKH VXSSO\ RI 1%7;5 WR 3KDUPD(QJLQH

Qs Q-

$Q XSIURQW SD\PHOMWO®ARWY IXOO\ UHFRJQL]JHG DV UHYHQXH ZKHQ WKH OLF}
3KDUPD(QJLQH LQ

'HYHORSPHQW PLOHVWRQHV FRQVWLWXWH YDULDEOH SD\PHQWY WKDW DUH UH
ZDV GHILQHG WR UHIOHFW WKH HIIRUWV RI ERWK SDUWLHY RYHU WLPH DQG ZH!
GHYHORSPHQW SODQ WKH &RPSDQ\ FRQFOXGHG WKDW WKH WHUPV RI YDULD
SHUIRUPDQFH REOLJDWLRQ UHODWHG WR HDFK GHYHORSPHQW SKDVH DQG WK
ZRXOG UHODWH WR WKH OLFHQVH ZRXOG LPSDFW WKH WLPLQJ RI UHFRJQLWI
UHTXLUHPHQW 2Q WKLV EDVLV WKH IRU®@XBBOHVWRDW SOHPRQWKH ILUVW DF
DOORZHG 3KDUPD(QJLQH WR EHQHILW IURP WKH UHVXOWV RI WKH &RPSDQ\>
LQGLFDWLRQ DQG WKH VHFRQG PLOOVUREGQWH SDWRLHQW xRI LQMHFWLRQ ZLWK 1
VDUFRPD VWXG\ LQ $VLD ZHUH UHFHLYHG DQG UHFRJQL]HG LQ DQG Ut



[ZDEQH RI dRQWHQWYV

UHFHLYHG IROORZLQJ WKH ILUVW ILOLQJ IRU UHJXODWRU\ DSSURYDO IRU PDU!
KDG QRW RFFXUUHG DV RI '"HFHPEHU

5R\ADOWLHY DUH FRQVLGHUHG DW PDUNHW FRQGLWLRQV DQG ZLOO EH IXOO\ UHI

,Q WKH \HDUV HQGHG 'HFHPEHU DQG QR SD\PHQW ZDV UHFHLYHG
IRU WKLY FRQWUDFW 7KH QH[W SD\PHQWV H[SHFWHG LQ WKHLRWBUPDOQJILQF
BXEVHTXHQWRHRMHQWWRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

*UDQWYV

'XH WR LWV LQQRYDWLYH DSSURDFK WR QDQRPHGLFLQH WKH &RPSDQ\ KDV U]
IURP WKH JRYHUQPHQW RI| )UDQFH DQG J)UHQFK SXEOLF DXWKRULWLHV VLQFH L
RSHUDWLRQV RU VSHFLILF UHFUXLWPHQWY *UDQWY DUH UHFRJQL]JHG LQ LQFR
DQG LQGHSHQGHQWO\ RI FDVK IORZV UHFHLYHG

5HVHDUFK WD[ FUHGLW

7KH JUHQFK WD[ DXWKRULWLHV J&DOQ®LW GHV, R B WFRGMEK HEUFHKGRV FRPSDQLHV LQ
HQFRXUDJH WKHP WR FRQGXFW WHFKQLFDO DQG VFLHQWLILF UHVHDUFK &RP
UHVHDUFK H[SHQGLWXUHV WKDW PHHW WKH UHTXLUHG FULWHULD UHVHDUFK H
FRXQWULHV LQ WKH (XURSHDQ &RPPXQLW\ RU WKH (XURSHDQ (FRQRPLF $UHD
FROQWDLQLQJ DQ DGPLQLVWUDWLYH DVVLVWDQFH FODXVH UHFHLYH D WD[ FUH
LQFRPH WD[ GXH RQ WKH SURILWYV RI WKH ILQDQFLDO \HDU GXULQJ ZKLFK WKH
WKUHH \HQUXQXVHG SRUWLRQ RI WKH FUHGLW LV WKHQ UHIXQGHG E\ WKH )U
TXDOLILHG DV VPDOO DQG PHGLXP VL]JHG HQWHUSULVHV LQ JUDQFH WKH U30
UHPDLQLQJ WD[ FUHGLW ZLWKR¥WWIHIS®RIGFDWLRQ RI WKH

7KH &RPSDQ\ KDV UHFHLYHG UHVHDUFK WD[ FUHGLWYV VLQFH LWV FUHDWLRQ 7k
LQ WKH ILVFDO \HDU LQ ZKLFK WKH FRUUHVSRQGLQJ FKDUJHV RU H[SHQVHV ZF
H[SHQVHV LV GHGXFWHG IURP WKH DPRXQW RI FDSLWDOL]JHG H[SHQVHV RQ WK}
DPRUWL]DWLRQ FKDUJHV IRU WKHVH H[SHQVHV RQ WKH VWDWHPHQWY RI RSHUD
'"HWDLO RI UHYHQXHYV DQG RWKHU LQFRPH

7KH IROORZLQJ WDEOH VXPPDULJHV WKH &RPSDQ\xV UHYHQXHV DQG RWKHU |
'"HFHPEHU DQG

JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURV

6HUYLFHYV

2WKHU VDOHYV

7TRWDO UHYHQXHV

5SHVHDUFK WD[ FUHGLW

6 XEVLGLHYV

2WKHU

7TRWDO RWKHU LQFRPH

7TRWDO UHYHQXHVY DQG RWKHU LQFRPH

7KH &RPSDQ\xV UHYW®RMN VXD G WKRXVIDDG DQGWKRXVID®RG ZHUH GHULYHG
PDLQO\ IURP WKH FKDUJLQJ EDFN Rl VKDUHG H[WHUQDO FOLQLFDO UHVHDUF
GHYHORSPHQW VXSSRUW SURYLGHG E\ WKH &RPSDQ\ WR 3KDUPD(QJLQH DV SDU
/LFHQVH DQG &ROODERUDWLRQ $JUHHPHQW ,Q 'RPHAPBROODERXDIGRIP V1UBI
ZLWK 6DQRIL IRU D WRWDKRBEPPRBSWOQRILFDQW (YHQWIQRIRMKH SRHURRG FRQVROI
ILQDQFLDO VWDWHPHQWY IRU VHUYLFHV WKDW ZLOO EH UHFRJQL]JHG RYHU WL
WKH FRQWUDFW VWDUWHG LQ QR LPSDFW ZDV ERRNHG LQ UHYHQXHV VR ID
UHYHQXHV LQ

RI WKH UHYHQXHV UHFRJQL]JHG LQ RI VDK WPPHRYUHQ WHK\D W HFRJQL]JHG LQ
GHULYHG IURP WKH DUUDQJHPHQW ZLWK 3KDUPD(QJLQH VHH 1RWH



[ZDEQH RI dRQWHQWYV

,Q WKH &RPSDQ\xV RWKHU LQFRPH RWKHU WKDQ WKH UHVHDUFK WD[ FUHG|
R WKRXVOQRYLGHG DV SDUW RI WKH OOSDUWLDO XQHPSOR\PHQW PHDVXUH
IDFLQJ HFRQRPLF FKDOOHQJHV GXULQJ WKH &29,' FULVLV WR UHFRLYH IURF

VSHFLILF HPSOR\HHVx QHW VD OMDKR X VWHFEHQ OHDLY EWKKKUDGLIJP LQ FRQQHFWLRQ -
'HHS 7THFK )XQGLMMKRXVWIQAXLFK ZDV UHFRJQL]J]HG DV UHYHQXH IRU WKH \HDUV HC(



[ZDEQH RI dRQWHQWYV

1RWH 2SHUDWLQJ H[SHQVHV

$FFRXQWLQJ SROLFLHYV

/HDVHV LQFOXGHG LQ WKH SUDFWLFDO H[SHGLHQWYV XQGHU WKH ,)56 VWDQGI
DQG VKRUW WHUP OHDVHVY DUH UHFRJQL]JHG LQ RSHUDWLQJ H[SHQVHV 3D\PHQ!'
DQ\ LQFHQWLYHVY RQ D VWUDLJKW OLQH EDVLV RYHU WKH FRQWUDFW WHUP VH
$FFRXQWLQJ SROLFLHV IRU UHVHDUFK DQG GHYHORSPHQW H[SHQVHV DUH GHVF

5HVHDUFK DQG GHYHORSPHQW H[SHQVHYV

JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURYV
3XUFKDVHV VXE FRQWUDFWLQJ DQG RWKHU H[SHQVHV
3D\UROO FRVWV LQFOXGLQJ VKDUH EDVHG SD\PHQWYV
'HSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHYV
7RWDO UHVHDUFK DQG GHYHORSPHQW H[SHQVHV

VHH QRWH '"HSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHV

3XUFKDVHVY VXE FRQWUDFWLQJ DQG RWKHUOHIB@ MHAY VEKIFUHDVH3O EHG '"HFHPE
DV FRPSDUHG ZLWK WKH VDPH SHULRG LQ 7KLV UHIOHFWV WKH &RPSD
PDLQWDLQLQJ FOLQLFDO WULDOV GHYHORSPHQW GXULQJ WKH &29,' SDQGHPL

3D\UROO FRVWYV GHFUWBRMNSBH)G IRU WKH \HDU HQGHG 'HFHPEHU DV FRP

VDPH SHULRG LQ 7KLV YDULDWLRQ LV BDDMWDIGKHRW R ID' (BFHHFRIBHDU/ H R | WR
DV RI '"HFHPEHU

$V Rl '"HFHPEHU WKH &RPSDQ\xV ZRWNHWRNEPHUFKPRQQ VEHHGE HMORR S R\HARW VWD 1|
DGGLWLRQDO SRVLWLRQV FUHDWHG GXULQJ WKH VUHDINUB DHGFE&EHBQ'G FGHPERWR S P H C
LOQFOXGDGBIGLWLRQDO SRVLWLRQV FUHDWHG GXULQJ WKH \HDU HQGHG '"HFHPEHL

7KH LPSDFW RI VKDUH EDVHG SD\PHQWV H[FOXGLQJ HPSOR\HUxV FRQWULEXWI
DPRXQWHG WIRR XVIDR G DV FRPSDUH® ERWWDR G DQGWKRXVIDR G

6HOOLQJ *HQHUDO DQG $GPLQLVWUDWLYH 6* $ H[SHQVHV

JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURV

3XUFKDVHV IHHV DQG RWKHU H[SHQVHV
3D\UROO FRVWYV LQFOXGLQJ VKDUH EDVHG SD\PHQWYV
'"HSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHYV
7TRWDO 6* $ H{[SHQVHYV

VHH QRWH '"HSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHV

,Q SXUFKDVHV IHHV DQG RWKHU H[SMAWXWBBEGURDWHGHEHDUY HQGHG 'HFH

DV FRPSDUHG ZLWK WKH VDPH SHULRG MWZRDLQ KPS DPWYDWIUR/QV UMK E HP\W
'"HFHPEHU WKWKRXWDOQBQVDFWLRQ FRVWY UHODWHG WR WKH LQLWLDO S»>
UHGXFWLRQ WR SUHPLXPV UHODWHG WR VKDUH FDSLWDO ZHUH ZULWWHQ RII D
D UHJLVWHUHG SXEOLF RIIHULQJ 7KH VHFRQG PDLQ LPSDFW UHODWHV WR WK

HQGHDYRU WR GHFUHDVH VHOOLQJ JHQHUDO DQG DGPLQLVWUDWLYH FRVWYV
&29,' SDQGHPLF

,Q WKH LQFUHDVH LQ 5HQW IHHV DRQA® RRRERPE SHIEHQNEQ \Z IEW K UHVXOWHG

Q-

WKH PLORIRWUDQVDFWLRQ FRVWY UHODWHG WR WKH 8 BLAQQ@IHRMHD O SXE
UHFRUGHG LQ WIKREX VID@ G DV D UHGXFWLRQ RI SUHPLXPV UHODWHG W]
UHYHUVHG WR 6* $ HISHQVHVY XSRQ WKH GHWHUPLQDWLRQ E\ PDQDJHPHC
GHOD\HG

a WKH PLOQOF@QHDVH LQ JHQHUDO FRQVXOWLQJ IHHV PRVWO\ UHODWHG WR

4 WKH LQFUHDVH LQ UHFUXLWPHQW IHHV FRPPXQLFDWLRDDR@QE'O LRV D
DQG PLOOWRWSHFWLYHO\
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7KHVH LQFUHDVHYV LQ IHHVY DQG RWKHU H[SHQVHV ZHUH SDUWLDOO\ RIIVHW E\
DSSOLFDWLRQ RI ,)56 IRU WKH \HDU HQGHG 'HFHPEHU

3D\UROO FRVWYV GHFRIIHD®REX EQ GXH WR WKH UHYHUVDO RI D SURYLVLRQ IR
IROORZLQJ WKH DFTXLVLWLRQ E\ EHQHILFLDULHV RI WKHLU IUHH VKDUHV

$V Rl '"HFHPEHU WKH &RPSDQ\xV ZRUNIRUVAHDDPRXFWRASDWRVRQ ZLWK D ¢

ZRUNIRUFIB*R$ VWDII LQMBGCAWUIRQDO SRVLWLRQV FUHDWHG GXULQJ WKH \HDU
&RPSDQ\xV ZRUNIRUFNWDII LQMEEEMUIRQDO SRVLWLRQV FUHDWHG GXULQJ WKI

7KH LPSDFW RI VKDUH EDVHG SD\PHQWV H[FOXGLQJ HPSOR\HUxXxV FRQWULE X
PLOORDR@ERPSDUHG ZILOVKQRQ DQGPLOQ@BRQ

1RWH 3D\UROO FRVWYV

JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURV

':DJHV DQG VDODULHYV

3D\UROO WD[HV

6KDUH EDVHG SD\PHQWYV
5HWLUHPHQW EHQHILW REOLJDWLRQV
7RWDO SD\UROO FRVWYV

$YHUDJH KHDGFRXQW

(QG Rl SHULRG KHDGFRXQW

$V Rl '"HFHPEHU WKH &RPSDQ\xV HZRIJNRRHHW W R RVSDDOHHEBsH P EW K
DQG DV RI '"HFHPEHU

,Q ZDJHV VDODULHV DQG SD\UROO FRVWRLOMRRHWRRIES D U B 8 RZ2QVKA ERW R
7KLV LV PDLQO\ GXH WR D GHFUHDVH LQ VWDII RYHU WKH SHULRG EHFDX

UHYHUVDO RI D SURYLVLRQ UHODWHG WR HPSOR\HUxV FRQWULEXWLRQ IROORZ
VKDUHYV

,Q ZDJHV DQG VDODULHV DQG SD\UROO WIDJBBORYW RHW K H W& RPEBSIDRX VG JUR Z W
UHODWHG LQFUHDVH LQ WKH QXPEHU RI HPSOR\HHV GXULQJ WKH \HDU HQGHG

LWV FRPSHQVDWLRQ SROLF\ ,Q FRPSDULVRQ ZDJHV DQG VDO PUIHORBQGKBD\UR
\HDU HQGHG 'HFHPEHU

,Q DFFRUGDQFH ZLWK ,)56 O 6KDUH EDVHG 3D\PHQW WKH VKDUH EDVHG SD\PH
RI RSHUDWLRQV UHIOHFWV WKH H[SHQVH DVVRFLDWHG ZLWK ULJKWV YHVWLQJ
EDVHG FRPSHQVDWLRQ SODQV 7KH VKDUH EDVHG SDRPEQRRG\WIHQ VHNUDIRPQRE G

'"HFHPEHU DV FRPSDUMH® ®MWMW&I 'HFHPEHU PLOQ@MRRI '"HFHPEHU
VHH 1RWH

1RWH '"HSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHYV

'HSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHV E\ IXQFWLRQ DUH Gl

JRU WKH \HDU HQGHG 'HFHPEHU
LQ WKRXVDQGV RI HXURV 5" 6* $ 7TRWDO

$PRUWL]DWLRQ H[SHQVH RI LQWDQJLEOH DVVHWYV

$PRUWL]DWLRQ H[SHQVH Rl WDQJLEOH DVVHWYV

8WLOL]DWLRQ RI SURYLVLRQ IRU GLVSXWHYV

BURYLVLRQ IRU FKDUJHYV

5HYHUVDO RI SURYLVLRQ IRU GLVSXWHYV

7RWDO GHSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHV




[ZDEQH RI dRQWHQWYV

)RU WKH \HDU HQGHG 'HFHPEHU
LQ WKRXVDQGV RI HXURYV 5 6* $ 7RWDO
$PRUWL]DWLRQ H[SHQVH RI LQWDQJLEOH DVVHWYV
'"HSUHFLDWLRQ H[SHQVH RI SURSHUW\ SODQW DQG HTXLSPHQW
S8WLOL]DWLRQ RI SURYLVLRQ IRU FKDUJHV
BURYLVLRQ IRU FKDUJHV
7RWDO GHSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHV

JRU WKH \HDU HQGHG 'HFHPEHU
LQ WKRXVDQGV RI HXURV 5" 6* $ 7TRWDO
$PRUWL]DWLRQ H[SHQVH RI LQWDQJLEOH DVVHWV
'"HSUHFLDWLRQ H[SHQVH RI SURSHUW\ SODQW DQG HTXLSPHQW
S8WLOL]DWLRQ RI SURYLVLRQ IRU FKDUJHV
7TRWDO GHSUHFLDWLRQ DPRUWL]DWLRQ DQG SURYLVLRQ H[SHQVHYV
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1RWH6KDUH EDVHG SD\PHQWYV
$FFRXQWLQJ SROLF\

7KH &RPSDQ\ KDV DGRSWHG D QXPEHU Rl FRPSHQVDWLRQ SODQV VLQFH LWV
&RPSDQ\ ®BDGH RXWVWDQGLQJ IRXQGHUWXHNAHHBIOQWNOQBQQYJ ¥YBYHRQM BPWQV

RSWLRQ SODKQWHBREWVWDQGLQJ IUHH VKDUHV SODQV 7KHVH VKDUH EDVHG FI
HTXLW\ LQVWUXPHQWY 7KH &RPSDQ\ KDV DSSOLHG ,)56 O 6KDUH EDVHG 3D\P
HPSOR\HHV VLQFH $V UHTXLUHG E\ ,)56 O 6KDUH EDVHG 3D\PHQW WKH FR
HTXLW\ LQVWUXPHQWY LV UHFRJQL]JHG DV DQ H[SHQVH ZLWK D FRUUHVSRQG
YHVWLQJ SHULRG GXULQJ ZKLFK WKH ULJKWV ZLWK UHVSHFW WR WKH HTXLW\ L
LQVWUXPHQWY JUDQWHG WR HPSOR\HHV LV PHDVXUHG XVLQJ WKH %ODFN 6FKR

'"HWDLO RI VKDUH EDVHG SD\PHQWYV

7KH &RPSDQ\ KDV JUDQWHG VWRFN RSWLRQV ZDUUDQWY IRXQGHUVx ZDUUD
HPSOR\HHVY DQG PHPEHUV RI WKH 6XSHUYLVRU\ %RDUG DQG FRQVXOWDQWYV ,C
ZDUUDQWYV LV VXEMHFW WR SHUIRUPDQFH FRQGLWLRQV 7KH &RPSDQ\ KDV QF
RSWLRQV LQ FDVK

7KH &RPSDQ\ KDV JUDQWHG VWRFN RSWLRQV RSWLRQ VXU DFWLRQV 0026%$x
OO0%6$xx IRXQGHUVXx ZDUUDQWY ERQV GH VRXVFULSWLRQ GH SDUWV GH FU:
DWWULEXWLRQV JUDWXLWHV GxDFWLRQV O0$*$xx WR FRUSRUDWH RIILFHUV
FRQVXOWDQWY ,Q FHUWDLQ FDVHV H[HUFLVH RI WKH RSWLRQV DQG ZDUUD
&RPSDQ\ KDV QR OHJD ®RQLFROYWR® MRXBD\ WKH RSWLRQV LQ FDVK

7KH QXPEHU RI RSWLRQV DQG ZDUUDQWYV RXWVWDQGLQJ RQ '"HFHPEHU DC
EHORZ

JRXQGHUVZ ZDUUDQWYV

3UH IRXQGHUV! ZDUUDQW SODQV
%63&( %63&( %63&( %63&( %N63&(
7\SH Rl XQGHUO\LQJ DVVHW 1HZ VKDUMY VKDUMYZ VKDUMYZ VKDUMZ VKDUHV

1XPEHU RI IRXQGHU!V ZDUUDQWYV JUDQWHG

'DWH RI VKDUHKROGHUV UHVROXWLRQ DSSURYLQJ WKH SODQ

*UDQW GDWH

&RQWUDFWXDO H[SLUDWLRQ GDWH

*UDQW SULFH

(I[HUFLVH SULFH K K K K K

1XPEHU RI IRXQGHUV! ZDUUDQWYV DV RI 1XPEHU RI IRXQGHUV!
ZDUUDQWY DV RI '"HFHPEHU

1XPEHU RI IRXQGHUV! ZDUUDQWYVY H[HUFLVHG
,QFOXGLQJ IRXQGHUV! ZDUUDQWY H[HUFLVHG GXULQJ WKH SHULRG
1XPEHU RI IRXQGHUV! ZDUUDQWY ODSVHG RU FDQFHOOHG

,QFOXGLQJ IRXQGHUV! ZDUUDQWY ODSVHG RU FDQFHOOHG GXULQJ WKH
SHULRG
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3UH IRXQGHUV! ZDUUDQW SODQV

0,
%63 &( % 63&( %63&( %63&(
2UGLQDUY,  ruppFy 2UGLQDU

7\SH RI XQGHUO\LQJ DVVHW 1HZ VKDUHMHZ VKDUHMHZ VKDUHMHZ VKDUHYV
1XPEHU RI IRXQGHU!V ZDUUDQWY JUDQWHG

'DWH Rl VKDUHKROGHUV UHVROXWLRQ DSSURYLQJ WKH SODQ

*UDQW GDWH

&RQWUDFWXDO H[SLUDWLRQ GDWH

*UDQW SULFH

(I[HUFLVH SULFH K K K K
1XPEHU RI IRXQGHUV! ZDUUDQWYV DV RI '"HFHPEHU

1XPEHU RI IRXQGHUV! ZDUUDQWYV H[HUFLVHG

,QFOXGLQJ IRXQGHUV! ZDUUDQWYVY H[HUFLVHG GXULQJ WKH SHULRG

1XPEHU RI IRXQGHUV! ZDUUDQWY ODSVHG RU FDQFHOOHG

,QFOXGLQJ IRXQGHUV! ZDUUDQWY ODSVHG RU FDQFHOOHG GXULQJ WKH
SHULRG

:DUUDQWYV
3UH ZDUUDQW SODQV
%6% %6% %6% %6% %6% %6%$ %6$
D E RUGLQDU\
7\SH Rl ZDUUDQWYV 1HZ VKDUHWZ VKDUHKWVY VKDUHNY VKDUHNY VKDUHYZ VKDUHYHZ VKDUHV
1XPEHU RI ZDUUDQWY JUDQWHG
'DWH RI VKDUHKROGHUY UHVROXWLRQ DSSURYLQJ
WKH SODQ
*UDQW GDWH
&RQWUDFWXDO H[SLUDWLRQ GDWH
*UDQW SULFH K K K K K K K
([HUFLVH SULFH K K K K K K K
1XPEHU RI ZDUUDQWYV DV RI '"HFHPEHU
1XPEHU RI ZDUUDQWY H[HUFLVHG
,QFOXGLQJ ZDUUDQWYV H[HUFLVHG GXULQJ WKH
SHULRG
1XPEHU RI ZDUUDQWY ODSVHG RU FDQFHOOHG
JQFOXGLQJ ZDUUDQWYV ODSVHG RU FDQFHOOHG
GXULQJ WKH SHULRG
3UH ZDUUDQW SODQV
0,
%63 %6$ %6$ %6$ %6$ %6$
SHUIRUPDQFH
7\SH Rl ZDUUDQWYV 1HZ VKDUMHVZ VKDUMY VKDUMY VKDUHNZ VKDUHMHZ VKDUHV

1XPEHU Rl ZDUUDQWYV JUDQWHG

'DWH Rl VKDUHKROGHUVY UHVROXWLRQ DSSURYLQJ WKH SODQ

*UDQW GDWH

&RQWUDFWXDO H[SLUDWLRQ GDWH

*UDQW SULFH K K K K K K
1XPEHU Rl ZDUUDQWYV DV RI ([HUFLVH SKLFH K K K K K
1XPEHU Rl ZDUUDQWYVY DV RI 'HFHPEHU

1XPEHU Rl ZDUUDQWY H[HUFLVHG

QFOXGLQJ ZDUUDQWY H[HUFLVHG GXULQJ WKH SHULRG

1XPEHU Rl ZDUUDQWYV ODSVHG RU FDQFHOOHG

,QFOXGLQJ ZDUUDQWY ODSVHG RU FDQFHOOHG GXULQJ WKH SHULRG
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ZDUUDQWYV
%6$

7\SH Rl ZDUUDQWV 1HZ VKDUHV

1XPEHU RI ZDUUDQWYV JUDQWHG

'‘DWH RI VKDUHKROGHUV UHVROXWLRQ DSSURYLQJ WKH SODQ
*UDQW GDWH

&RQWUDFWXDO H[SLUDWLRQ GDWH

*UDQW SULFH K

1XPEHU RI ZDUUDQWY DV RI ([HUFLVHK SULFH

1XPEHU RI ZDUUDQWYV DV RI '"HFHPEHU

1XPEHU RI ZDUUDQWY H[HUFLVHG

,QFOXGLQJ ZDUUDQWY H[HUFLVHG GXULQJ WKH SHULRG
1XPEHU RI ZDUUDQWY ODSVHG RU FDQFHOOHG

,QFOXGLQJ ZDUUDQWY ODSVHG RU FDQFHOOHG GXULQJ WKH
SHULRG

6WRFN RSWLRQV

3UH VWREN RSWLRQ SODQV
263 268 263 268 268 268
3HUIRUPDQFH 2UGLQDU\ I<

7\SH Rl XQGHUO\LQJ DVVHWZ VKDUHNZ VKDUHMNZ VKDUBHNZ VKDUHNZ VKDUHNZ VKDUHV
1XPEHU RI RSWLRQV JUDQWHG

'DWH RI VKDUHKROGHUV UHVROXWLRQ
DSSURYLQJ WKH SODQ

*UDQW GDWH

&RQWUDFWXDO H[SLUDWLRQ GDWH

*UDQW SULFH

(I[HUFLVH SULFH K K K K K K
1XPEHU RI RSWLRQV DV Rl 'HFHPEHU

1XPEHU RI RSWLRQV H[HUFLVHG

1XPEHU RI RSWLRQV DV RI ,QFOXGLQJ
RSWLRQV H[HUFLVHG GXULQJ WKH SHULRG

1XPEHU RI RSWLRQV ODSVHG RU FDQFHOOHG

,QFOXGLQJ RSWLRQVY ODSVHG RU FDQFHOOHG
GXULQJ WKH SHULRG

VWRFN RSWLRQ SODC
26%

7\SH RI XQGHUO\LQJ DVVHW 1HZ VKDUHYV
1XPEHU RI RSWLRQV JUDQWHG

'DWH RI VKDUHKROGHUV UHVROXWLRQ DSSURYLQJ WKH SODQ

*UDQW GDWH

&RQWUDFWXDO H[SLUDWLRQ GDWH

*UDQW SULFH

(I[HUFLVH SULFH K
1XPEHU RI RSWLRQV DV Rl 'HFHPEHU

1XPEHU RI RSWLRQV H[HUFLVHG

1XPEHU RI RSWLRQV DV Rl ,QFOXGLQJ RSWLRQV H[HUFLVHG GXULQJ WKH SHULRG
1XPEHU Rl RSWLRQV ODSVHG RU FDQFHOOHG

,QFOXGLQJ RSWLRQV ODSVHG RU FDQFHOOHG GXULQJ WKH SHULRG
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JUHH VKDUHV

3UH IUHH VKDUHV SODQ QRWE%WQYVMHH(E/
$*$ $*$ $*$ $*$
7\SH Rl XQGHUO\LQJ DVVHWYV 1HZ VKDUHMHZ VKDUHVMHZ VKDUHMHZ VKDUHYV

1XPEHU RI IUHH VKDUHV JUDQWHG

'DWH RI VKDUHKROGHUV UHVROXWLRQ DSSURYLQJ WKH SODQ

*UDQW GDWH

*UDQW SULFH

([HUFLVH SULFH

1XPEHU RI IUHH VKDUHV DV Rl '"HFHPEHU

1XPEHU RI IUHH VKDUHV H[HUFLVHG

,QFOXGLQJ IUHH VKDUHV H[HUFLVHG GXULQJ WKH SHULRG

1XPEHU RI IUHH VKDUHY ODSVHG RU FDQFHOOHG

,QFOXGLQJ IUHH VKDUHY ODSVHG RU FDQFHOOHG GXULQJ WKH SHULRG

%63&( %6$ 26% $*$ 7TRWDO

7TRWDO QXPEHU RI VKDUHV XQGHUO\LQJ JUDQWYV
RXWVWDQGLQJ DV RI '"HFHPEHU

%63&( %6$ 26% $*$ 7TRWDO

7TRWDO QXPEHU RI VKDUHV XQGHUO\LQJ JUDQWYV
RXWVWDQGLQJ DV RI '"HFHPEHU

%63&( %6%$ 26% $*$ 7TRWDO

7RWDO QXPEHU RI VKDUHV XQGHUO\LQJ JUDQWV
RXWVWDQGLQJ DV RI '"HFHPEHU

7KH PHDVXUHPHQW PHWKRGV XVHG WR HVWLPDWH WKH IDLU YDOXH RI VWRFN F
EHORZ

Q-

7KH VKDUH SULFH RQ WKH JUDQW GDWH LV HTXDO WR WKH H[HUFLVH SUL
SULFH ZDV VHWDINWQJ LQWR DFFRXQW ERWK WKH OPHSIDHHHGK QU HVEUIL FBIDI
GDWH DQG WKH H[SHFWHG GHYHORSPHQW SHUVSHFWLYHV RI WKH &RPSDQ
7KH ULVN IUHH UDWH ZDV GHWHUPLQHG EDVHG RQ WKH DYHUDJH OLIH RI V
9RODWLOLW\ ZDV GHWHUPLQHG EDVHG RQ D VDPSOH RI OLVWHG FRPSDQL
GDWH DQG IRU D SHULRG HTXDO WR WKH OLIH RI WKH ZDUUDQW RU RSWLR

Qs Q-

7KH SHUIRUPDQFH FRQGLWLRQV IRU DOO RI WKH SODQV ZHUH DVVHVVHG DV IRC

Q

3HUIRUPDQFH FRQGLWLRQV XQUHODWHG WR WKH PDUNHW ZHUH DQDO\]JHG
ZDUUDQWY DQG RSWLRQV DQG H[SHQVH ZDV UHFRUGHG DFFRUGLQJO\ EL
ZRXOG EH PHW DQG

a ODUNHW UHODWHG SHUIRUPDQFH FRQGLWLRQV ZHUH GLUHFWO\ LQFOXGH
LQVWUXPHQWYV

([FHSW IRU WKH IRXQGHUVXx ZDUUDQWY WKH IDLU YDOXH RI WKH ZDUUDQW
6FKROHV PRGHO

7KH IDLU YDOXH RI IRXQGHUVXx ZDUUDQWY ZDV GHWHUPLQHG XVLQJ WKH
DFFRXQW WKH H[HUFLVH FRQGLWLRQV ZKLFK GHSHQG RQ WKH UHDOL]JHG JDLQ
SULFH

$V Rl '"HFHPEHU WKH DVVXPSWLRQV RQ WKH SUREDELOLW\ WKH SHUIRUPI
%63&( %6%$ DQG 26% SHUIRUPDQFH SODQV ZHUH XSGDWHG
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%63&(

%63 &(
%63&(

%63 &(
%63&(
%63 &(

%63&(

%638&(

%63&(

%638&(
%638&(
%638&(

%63 &
%638&(
%638&(

([SHQVH[SHQVH[SHQVH
U WKHRU WKHRU WKH

6KDUHHUFLVH

LQ

HXURWXURYV

L9QDL?NXLHD é%g}l}b 8 \HDU \HDU
SULFI—BULFERODWBLBMUEW\XN IU'ﬂHOG LO HQGHGHQGHG

LQ DUWDWH™

WKRXVDQGY LQ Lo
RITHXURY R X vV MK&X V IVKRK VD Q G V
RI HXURY HXURM HXURYV

2UGLQDU\

SHUIRUPDQFH

2UGLQDU\

SHUIRUPDQFH

SURMHFW

TRWDO %63&( Q D

QD QD QD QD QD Q D
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%6$

%6$
%6%
%6%

%6$

%6%$

%6$

%6$
%6%
%6%
%6%

%63$

%6$

%6%$

%6$

(ISHQVH (FHQVH (FBHQVH IRU
9DOXH RWKH \HDWKH \HDWKH \HDU

6KDUHHUFLVH
SULFISULFH WU BWEN TUHH LQLWLDO BQBAG HQGHG HQGHG
LQ LOQ RODW%%Q%DUWDWH< HOG LQ
HXURWXLRY WKRXVDQGWQ LQ LQ
RI HXURWKRXVD Q@R XVD@ERXVDQGV
RI HXURWI HXURWI| HXURYV

7RWDO %6$ QD QD QD QD QD QD QD

26%

26%
26%

([SHQVH([IRHQ V H([RHWQVH IRU
9DOXH R¥KH \HDMWKH \HDWKH \HDU
6KDUK[HUFLVH
SULFHSULF%RODW%@@%EHWW'QTHOEQTgLDomgnﬂy HQGHG HQGHG
LQ LQ VHD WD WH
HXURWMXURY WKRXVD QGM LQ LQ
RI HXURAWKR XV DWIGR/X VDWQIGR'XVD QG V
Rl HXURRI HXURR/I HXURV

2UGLQDU\

SHUIRUPDQFH

269%

26%
26%

2UGLQDU\

SHUIRUPDQFH

269%

26%

26%
26%

QD
QD

7RWDO 26$% QD QD QD QD QD QD QD
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(ISHQVH (FBHQVH[SHQVH
6KDUH([HUFLVH 9DOXH RWKH \HDIRU WKHRU WKH

LQLWLDOHSD®HGBHDU HQBEGB HQGHG

$*$ SII._JLFH SULFI—bRODWEBQWWUBW\YN IUFy_L'HOG L0
Q LQ L D UWD W H
HXURV HXURYV WKRXVDQGNQ LQ LQ
RI HXURWKR XV DWIGR/XVDMIGR/XVDQ GV
Rl HXURRI HXURRM HXURV

$*$ QD QD
$*$ QD QD
$*3$ QD Q D QD
$*$ QD QD
7RWDO $*$ Q D QD Q D Q D Q D QD QD
LQ WKRXVDQGV RI HXURYV %63 &( %6% 26% $*% 7TRWDO

([SHQVH IRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGYV RI HXURYV %63&( %6$ 26% $*$ 7TRWDO

([SHQVH IRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURYV %63&( %6$ 26% $*$ 7TRWDO

([SHQVH IRU WKH \HDU HQGHG 'HFHPEHU
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I1RWHI1IHW ILQDQFLDO LQFRPH ORVV

JRU WKH \HDUV HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURV

,QFRPH IURP FDVK DQG FDVK HTXLYDOHQWYV
YRUHLJQ H[FKDQJH JDLQV

2WKHU ILQDQFLDO LQFRPH

7RWDO ILQDQFLDO LQFRPH

,QWHUHVW FRVW

,)56 UHODWHG LQWHUHVWYV

JRUHLJQ H[FKDQJH ORVVHYV

7RWDO ILQDQFLDO H[SHQVHYV

1HW ILQDQFLDO LQFRPH ORVV

,QFOXGLQJ (,% OKRDQPLQRIHRIGIWG\LQWHUHVWY RIIKHW FEL OBDILRHOA LIDFEFOX-Q WQRIHUH VWYV FD
GLVFRXQWLQJ LPSDFW LQ DV FRPSRUHGLDOLR® RO E®WRXNOQWGW EQVWXBLQJ IL[HG
YDULDEOH LQWHUHVWY DV ZHOO DV FDWFK XS DQG GLVFRXQWLQJ LPSDFW

JRU WKH \HDU HQGHG 'HFHPEHU WKH LQWHUHVW PR ©MWRBRV VIDDSRWVILMNAOYHX
WR WKH (,% ORDQ LQWHUHVWY DQG GLVFRXQWLQJ LPSDFW VHH 1RWH &RQG
JRYHUQPHQW DQG SXEOLF DXWKRULWLHVPIZKXQBREZDUWDQUMVXQMRRHWKH (,% UR
VDOHV UHIRUHFDVW FDWFK XBLOIQHPRWFWIRVIW EL[HG LQWHUHVWY DQG WKH DFI
FRVW

,Q WKH &RPSDQ\ KDG IRUHLJQ H[FKDQJH ORVFHYORRYWKH IR DDVDIR R X QWD |
IURP UHWDLQPQOOUR® WKH JURVV SURFHHGV RI WKH JOREDO RIIHULQJ LQ D 86
'"HFHPEHU WKH SURFHHGV IURP WKLV LQLWLDO SXEOLF RIIHULQJ DUH VW|
DFFRXQW IRU D WRWDPLDRRR®WLRIO EH XVHG WR SD\ VHUYLFHV LQYRLFHG LQ 8¢
IDFWRUV IRU WKLV LQFUHDVH LQ IRUHLJQ H[FKDQJH ULVN LV WKH RQH WLPH FO
UHDVRQV IRU WKHVH IRUHLJQ H[FKDQJH ORVVHV ZHUH UHODWHG WR RQH WLPH

DVVHVVPHQW RI WKLV ULVN IRU WKH \HDU VHH 1RWH Rl RXU FRQVROLGDW



[ZDEQH RI dRQWHQWYV

1RWH ,QFRPH WD]J
$FFRXQWLQJ SROLF\
7KH &RPSDQ\ DQG LWV VXEVLGLDULHV DUH VXEMHFW WR LQFRPH WD[ LQ WKHLU

'"HIHUUHG WD[HV DUH UHFRJQL]JHG RQ D IXOO SURYLVLRQ EDVLV XVLQJ WKH ¢
EHWZHHQ WKH WD[ EDVLY DQG DFFRXQWLQJ EDVLV RI DVVHWY DQG OLDELOLWLI

7KH PDLQ WHPSRUDU\ GLIIHUHQFHV UHODWH WR WD[ ORVV FDUU\IRUZDUGV 7K
GDWH DUH XVHG WR GHWHUPLQH GHIHUUHG WD[HV 'HIHUUHG WD[ DVVHWYV
FDUU\IRUZDUGV DUH RQO\ UHFRJQL]HG WR WKH H[WHQW WKDW LW LV SUREDEC
WKH IXWXUH DJDLQVW ZKLFK WR RIIVHW WKH WD[ ORVV FDUU\IRUZDUGV RU WK}
MXGJPHQW WR GHWHUPLQH VXFK SUREDELOLW\ *LYHQ WKH &RPSDQ\xV FXUUHI
HDUQLQJV RXWORRN WKH &RPSDQ\ LV XQDEOH WR PDNH VXIILFLHQWO\ UHOLDI|
GHIHUUHG WD[ DVVHWVY KDYH QRW EHHQ UHFRJQL]HG DQG RIIVHW RQO\ WR WK
WD[DEOH HQWLWLHYV

'"HWDLO RI LQFRPH WDJ[

$V Rl '"HFHPEHU LQ DFFRUGDQFH ZLWK WKH DSSOLFPEOBR®RRYIIMOLWHRQ
WD[ ORVVHV LQ )UDQFH LQ FFRPROINDEWERQ PLOYERIRMPYHUIJUHHQ WD[ ORVVHV LQ )L
'HFHPEHU DQG UHVSHFWLYHO\ )RU ILVFDO \HDUV HQGHG RQ RU DIW

ORVV FDUU\IRUZDUGYV LQ )UDRIFMHOB® BV 85 MK BWRUWLRQ RI SURILWY LQ H[FHVV

7KH FXPXODWLYH WD[ ORVV FDUU\IRUZDUGYV IRU WKH PBLO @WRBILVYWHFRPEHKWH &RP

PLO®MRRI '"HFHPEHU PLOQAQAORWKH 8QLWHG 6WDWHYV DV RI '"HFHPEHU
ORVV FDUU\IRUZDUGYV WKDW ZHUH JHQHUDWHG \HBIRWWH-ID XXHI\ZHUH ZHOQUB VS E
JHQHUDWHG DIWHU WKDW GDWH KDYH DQ LQGHILQLWH FDUU\NIRUZDUG 7KH WD
IHGHUDO DQG HDFK VWDWHXxV 1HW 2SHUDWLQJ /RVV U12/0 UXOHV XSGDWHG E\

7KH IROORZLQJ WDEOH UHFRQFLOHV WKH &RPSDQ\xV WKHRUHWLFDO WD[ H[SHQ

JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURV
1HW ORVYV

(IITHFWLYH WD[ H[SHQVH

5HFXUULQJ ORVV EHIRUH WD]

7KHRUHWLFDO WD[ UDWH VWDWXWRU\ UDWH LQ JUDQFH
7KHRUHWLFDO WD[ EHQHILW H[SHQVH

6KDUH EDVHG SD\PHQW

2WKHU WHPSRUDU\ GLIITHUHQFHV

2WKHU QRQ WD[DEOH LWHPV

8QUHFRJQL]HG WD[ ORVVHYV

(IITHFWLYH WD[ H[SHQVH

(IIHFWLYH WD[ UDWH

7KH QHW XQUHFRJQL]JHG GHIHUUHG WDPLDD/QVERV DPERQWGHEBRW®IRQ QHW
RSHUDWLQJ ORVV FDUU\IRUZDUGVPLQ IS D ULYRQXGPRR RIRQ QHW RSHUDWLQ
ORVV FDUU\IRUZDWPGO®@IQRY) LQFOXGRROM®IRQ QHW RSHUDWLQJ ORVV FDUU\IRL

7KH GHIHUUHG WD[ UDWH RI WRH &R PRIBQ\LIQV DQG EDVHG RQ HQDFWHG W
UHGXFWLRQV LQ IXWXUH \HDUV



[ZDEQH RI dRQWHQWYV

I1RWHG6HJIJPHQW UHSRUWLQJ

,Q DFFRUGDQFH ZL®&HU)BWLQO 6HIURERWWLQJ E\ RSHUDWLQJ VHIJPHQW LV GHU
RUJDQL]JDWLRQ RI WKH &RPSDQ\xV DFWLYLWLHV LW UHIOHFWV PDQDJHPHQW x\
UHSRUWLQJ XVHG E\ WKH FKLHI RSHUDWLQJ GHFLVLRQ PDNHU WKH &RPSDQ\x\
(IHFXWLYH %RDUG DQG Rl WKH 6XSHUYLVRU\ %RDUG WR DOORFDWH UHVRXUF
RSHUDWHV LQ D VLQJOH RSHUDWLQJ VHIJPHQW UHVHDUFK DQG GHYHORSPHQW
SK\WVLFV WR WUDQVIRUP FDQFHU WUHDWPHQW 7KH DVVHWV OLDELOLWLHV DG
JUDQFH

S5HYHQXH LQ DQG ZDV GHULYHG PDLQO\ IURP WKH FKDUJLQJ EDFN F
RUJDQL]DWLRQ FRVWYV LQ FRQQHFWLRQ ZLWK WKH GHYHORSPHQW VXSSRUW SL
RI WKH &RPSDQ\ V /LFHQVH DQG &ROODERUDWLRQ $JUHHPHQW LQ $VLD E\ 1DC
DQDO\WLYVY SXUSRVHV PDQDJHPHQW DOORFDWHVY UHYHQXH EDVHG RQ WKH SOD
ZKLFK VHUYLFHVY DUH SURYLGHG



[ZDEQH RI dRQWHQWYV

1RWH /RVV SHU VKDUH

$FFRXQWLQJ SROLF\

/IRVV SHU VKDUH LV FDOFXODWHG E\ GLYLGLQJ WKH QHW ORVV GXH WR VKDUHEk
QXPEHU RI RUGLQDU\ VKDUHV RXWVWDQGLQJ GXULQJ WKH SHULRG 7KH GLOXYV
UHVXOWYV E\ WKH ZHLJKWHG DYHUDJH QXPEHU RI FRPPRQ VKDUHV LQ FLUFXODW
VKDUHYVY 7KH GLOXWLYH SRWHQWLDO FRPPRQ VKDUHV LQFOXGH LQ SDUWLFXO
DQG IRXQGHU VXEVFULSWLRQ ZzDbUuubQwV DV GHWDLOHG LQ 1RWH 'LOXWLRQ
DQ LQFUHDVH RI ORVV SHU VKDUH :KHQ WKH H[HUFLVH RI RXWVWDQGLQJ VKL
VKDUH WKH\ DUH FRQVLGHUHG WR EH DQWL GLOXWLYH DQG H[FOXGHG IURP WK

JRU WKH \HDU HQGHG 'HFHPEHU

1HW ORVYV IRU WKH SHULRG LQ WKRXVDQGV RI HXURV
HLIJKWHG DYHUDJH QXPEHU RI VKDUHYV

%DVLF ORVV SHU VKDUH LQ HXURV

'LOXWHG ORVYVY SHU VKDUH LQ HXURYV

,QVWUXPHQWY SURYLGLQJ GHIHUUHG DFFHVV WR WKH FDSLWDO VWRFN RSWLR
UHVXOW LQ D GHFUHDVH LQ WKH ORVY SHU VKDUH 7KHUHIRUH GLOXWHG ORVV
HTXLW\ LQVWUXPHQWY LVVXHG SRWHQMWLBDQWDQGELWLRQDO RUGLQDU\ VKDUHV

DOQWLGLOXWLYH



[ZDEQH RI dRQWHQWYV

1RWH&RPPLWPHQWYV

2EOLJDWLRQV XQGHU WKH ORDQ DJUHHPHQW ZLWK WKH (,%
,Q WKH HYHQW WKH (,% ORDQ LV UHSDLG HDUO\ RU LQ WKH HYHQW RI D FKD!
DPRXQW RI UR\DOWLHVY GXH ZLOO EH HTXDO WR WKH QHW SUHVHQW YDOXH R
H[SHUW VXFK DPRXQW QRW MWMROBHRIHVV WKDQ

7KH (,% ILQDQFH FRQWUDFW FRQWDLQV FRYHQDQWY WKDW LPSRVH UHVWULFW
EXW QR ILQDQFLDO FRYHQDQWY WKDW WKH &RPSDQ\ LV UHTXLUHG WR FRPSO\ Z

2EOLJDWLRQV XQGHU WKH WHUPV RI WKH UHQWDO DJUHHPHQWY SDUW RI WK

7KH REOLJDWLRQV RI WKH &RPSDQ\ UHODWHG WR WKH OHDVHV IDOOLQJ XQGH!
YDOXH DVVHWY DQG VKRUW WHUP OHDVHV DUH DV IROORZ

2QHWKRUW WHUP OHDVH IRU DQ RIILFH E\ 1DQRELRWLW&ERXYSD@® ZKLFK WK|
/HDVHV UHODWHG WR ORZ YDOXH DVVHWYV IRU 1DQRELRWL[ 6%xV SULQW
WKRXVDQG

QD Q-

2EOLJDWLRQV UHODWHG WR WKH 0' $QGHUVRQ DJUHHPHQW

,Q -DQXDU\ WKH &RPSDQ\ DQG WKH 8QLYHUVLW\ RI 7H[DV 0' $QGHUVRQ &DQ
UHVHDUFK HGXFDWLRQ SUHYHQWLRQ DQG FDUH IRU FDQFHU SDWLHQWYV DQQR;

7KH FROODERUDW LR WIDHAHEXBTYRUW,, FOLQLFDO WULBOW LYWV YZIQN KD URF R BI
ILUVW LQ FODVV DJHQW 1%7:5 IRU XVH LQ WUHDWLQJ VHYHUDO FDQFHU W\SHV
OXQJ JDVWURLQWHVWLQDO DQG JHQLWRXULQDU\ FDQFHUYV

$V SDUW RI WKH IXQGLQJ IRU WKLV FROODERUDWLRQ 1D QREORNRRD WK RARPP L\
FOLQLFDO WULDOV GXULQJ WKH FROO D ERLIDOAIRREH QIVQ G WP DAVGKHH DFQR ALRH.QVALHDRH Q
FROODERUDWLRQ DQBLD GERERQXN RQ )HEUXDU\ $GGLWLRQDO SD\PHQWYV
PRQWIRWORZLQJ D SDWLHQW HQUROOPHQW DQG H[SHQVH LV UHFRUGHG LQ WK
WKH FRXUVH Rl WKH FROODERUDWLRQ RQ WKH EDVLV Rl SDWLHQWY HQUROOHG
XSRQ HQUROOPHQW RI WKH ILQDO SDWLHQW IRU DOO VWXGLHV 1DQRELRWLJ F
PLOHVWRQH SD\PHQW XSRQ L JUDQW RI WKH ILUVW UHJXODWRU\ DSSURYDO E
BWDWHYV DQG LL WKH GDWH RQ ZKLFK D VSHFLILHG QXPEHU RI SDWLHQWV |
PLOHVWRQH SD\PHQW LQFUHDVHV RQ DQ DPRIQXMMR GDNLOOZRBIDORXNQRPZLOO E
GHWHUPLQHG RQ WKH EDVLV Rl SDWLHQWV HQUROOHG LQ WKH FOLQLFDO WL
LQFUHDVHY HYHU\ \HDU DQG FIDAUQIHRIQE HKADZGH EEHQ SD\DEOHPIL@ OLREDABEOH LQ

$V RI '"HFHPEHU PLOOKRYH DOUHDG\ EHHQ LQYRLFHG VLQFH WKH EHJLQQLC
PLOQUHRFRPLQ LQ SUHSDLG H[SHQVHV $Q DGGLWLRQDO SD\PHQW ZLOO DOVF
UHJLVWUDWLRQ RI 1%7;5 ZLWK WKH )'$



[ZDEQH RI dRQWHQWYV

1RWH5HODWHG SDUWLHYV
.H\ PDQDJHPHQW SHUVRQQHO FRPSHQVDWLRQ

7KH FRPSHQVDWLRQ SUHVHQWHG EHORZ JUDQWHG WR WKH PHPEHUV RI WKH (
UHFRJQL]JHG LQ H[SHQVHVY RYHU WKH SHULRG VKRZQ

JRU WKH \HDU HQGHG 'HFHPEHU

LQ WKRXVDQGV RI HXURYV

6DODULHY ZDJHV DQG EHQHILWV

6KDUH EDVHG SD\PHQWYV

6 XSHUYLVRU\ %RDUG!V IHHV

7TRWDO FRPSHQVDWLRQ WR UHODWHG SDUWLHYV

7KH PHWKRGV XVHG WR PHDVXUH VKDUH EDVHG SD\PHQWY DUH SUHVHQWHG LQ



[ZDEQH RI dRQWHQWYV

IRWHGBXEVHTXHQW HYHQWYV
$FFRXQWLQJ SROLF\

7KH VWDWHPHQWY RI FRQVROLGDWHG ILQDQFLDO SRVLWLRQ DQG VWDWHPHQWV
FORVLQJ HYHQWYV SULRU WR WKH DSSURYDO RI WKH ILQDQFLDO VWDWHPHQWYV |
RI WKH DPRXQWYV SUHVHQWHG DW WKH FORVLQJ GDWH RI WKH VWDWHPHQW R |

'"HWDLO RI VXEVHTXHQW HYHQWYV
IDQRELRWL[ DQG 3KDUPD(QJLQH PXWXDOO\ DJUHH WR FRQFOXGH FROODERUDW|

,Q 1RYHPEHU IDQRELRWL[ QRWLILHG 3KDUPD(QJLQH RI D PDWHULDO EUF
&ROODERUDWLRQ DJUHHPHQW ,Q D OHWWHU GDWHG 'HFHPEHU SKDUF
QRWLILFDWLRQ RI PDWHULDO EUHDFK GHQ\LQJ D PDWHULDO EUHDFK RI WKH /L
FHUWDLQ PDWHULDO EUHDFKHV RI WKDW DJUHHPHQW E\ 1DQRELRWL]

7KH /LFHQVH DQG &ROODERUDWLRQ DJUHHPHQW SURYLGHG 3KDUPD(QJLQH H[F
1%7;5 LQ WKH $VLD 3DFLILF UHJLRQ :KLOH ERWK 1DQRELRWL[ DQG 3KDUPD(QJ
LPSURYH WUHDWPHQW RXWFRPHV IRU SDWLHQWYV ZLWK FDQFHU WKH SDUWLH
VWUDWHJI\ IRU GHYHORSPHQW LQ WKH $VLD 3DFLILF UHJLRQ $V VXFK DIWHU ¢
DQG 3KDUPD(QJLQH KDYH PXWXDOO\ DJUHHG WR GLVFRQWLQXH WKH FROODERLU
DQG &ROODERUDWLRQ DJUHHPHQW UHSUHVHQWY D IXO0 UHVROXWLRQ RI RXWV
UHVSHFW WR WKH GHYHORSPHQW RI 1%7;5 LQ WKH $VLD 3DFLILF UHJLRQ 3)
DJUHHPHQW LQ ODUFK 1DQRELRWL[ ZLOO UHWDLQ DOO ULJKWV WR WKH GH
WKH $VLD 3DFLILF UHJLRQ 3KDUPD(QJLQH LV WR PLIORHRAARIDD PH @WK Q RV WRF
RI YDULRXV DGPLQLVWUDWLYH VWHSV LQ FRQQHFWLRQ ZLWK WKH ZLQGLQJ XS
ZLOO EH HQWLWOHG WR UHFHQ &ISRDSD \PHRORQB8IUHIXODWRU\ DSSURYDO RI 1%7;
RI WKH ZRUOG IRU DQ\ LQGLFDWLRQ XQOHVV WKH &RPSDQ\ DQQRXQFHV D FROC
UHJLRQ ZIPRIQWKIVWKH HIITHFWLYH GDWH RI WKH DJUHHPHQW ,I WKDW RFFXUV
LPPHGLDWRLOGIIROHQW DQG ZLOO EH HOLJLEOH WR UHFHLPHD OLBROP MOMK R1 W
VHFRQG UHJXODWRU\ DSSURYDO RI DQ 1%7;5 FRQWDLQLQJ SURGXFW 7KH &RF
3KDUPD(QJLQH DW ORZ VLQJOH GLJLW UR\DOW\ UDWHV ZLWK UHVSHFW WR VDOF



[ZDEQH RI dRQWHQWYV

6,*1$785(6

7KH UHJLVWUDQW KHUHE\ FHUWLILHY WKDW LW PHHWY DOO RI WKH UHTXLUHPH(
DQG DXWKRUL]J]HG WKH XQGHUVLJQHG WR VLJQ WKLV DQQXDO UHSRUW RQ LWV E

1$12%,27,; 6 $

V /$85(17 /(9<
%\ /DXUHQW /HY\ 3K '
7LWRHKDLUPDQ RI WKH ([HFXWLYH

'DWH $SULO



([KLELW

([KLELW
"(6&5,37,21 2) 6(&85,7,(6
5(*,67(5(" 81'(5 6(&7,21 2) 7+( (;&+$1*( $&7

$V Rl '"HFHPEHU 1DQRELRWL][ 6 $ WKH U&RPSDQ\ U UZH U UXV U DQG URXUI
UHJLVWHUHG SXUVXDQW WR 6HFWLRQ E RI WKH ([FKDQJH $FW

7LWOH Rl (DFK &ODNMMGLQJ 6\PER® RI HDFK H[FKDQJH RQ ZKLFK UHJ

$PHULFDQ GHSRVLWDU\ VKDUHV HDFK
UHSUHVHQWLQJ RQH RUGUQAIYY\ VKDUH1$6'$4 *OREDO 6HOHFW ODUNHW
QRPLQDO YDO SHU VKDUH

J
XH
2UGLQDU\ VKDUHVY QRPLQDO YDOXH .

SHU VKDUH 1$6'$4 *OREDO 6HOHFW ODUNHW

I1RW IRU WUDGLQJ EXW RQO\ LQ FRQQHFWLRQ ZLWK WKH UHJLVWUDWLRQ RI

$PHULFDQ 'HSRVLWDU\ 6KDUHV U$'6VU HDFK UHSUHVHQWLQJ RQH RUGLQDU\ VKL
1DQRELRWL[ 6 $ WKH URUGLQDU\ VKDUHVU KDYH EHHQ DYDLODEOH LQ WKH 8QL
SHFHLSW U$'50 SURJUDP 7KLV SURJUDP ZDV HVWDEOLVKHG SXUVXDQW WR WKH

WKH U'HSRVLW $JUHHPHQWU WKDW ZH HQWHUHG LQWR ZLWK &LWLEDQN 1 $
RXU LQLWLDO SXEOLF RIIHULQJ LQ WKH 8QLWHG 6WDWHYV &LWLEDQNxXxV GHSRVLWI
<RUN 1HZ <RUN (DFK $'6 UHSUHVHQWY RQH RUGLQDU\ VKDUH GHSRVLWHG ZL!'
1RUWK :DOO 4XD\ 'XEOLQ ,UHODQG RU DQ\ VXFFHVVRU DV FXVWRGLDQ IRU WKH

2XU $'6V KDYH EHHQ OLVWHG RQ WKH 1$6'$4 *OREDO 6HOHFW ODUNHW U1$6'$40
XQGHU WKH VI\PERO 1%7; ,Q FRQQHFWLRQ ZLWK WKLV 1$6'$4 OLVWLQJ EXW QRW

6HFWLRQ E RI WKH ([FKDQJH $FW 7KH WUDQVIHU DJHQW DQG UHJLVWUDU IRU F
KDYH EHHQ WUDGLQJ RQ WKH UHJXODWHG PDUNHW RI (XURQH[W LQ 3DULV XQGHU
WR WKDW GDWH WKHUH ZDV QR SXEOLF WUDGLQJ PDUNHW IRU RXU RUGLQDU\ VKI
RUGLQDU\ VKDUHV LV &,& 6HFXULWLHYV

7KLV HI[KLELW FRQWDLQV D GHVFULSWLRQ RI WKH ULJKWV RI L WKH KROGHUV RI
XQGHUO\LQJ WKH $'6V DUH KHOG E\ &LWLEDQN WKH GHSRVLWDU\ DQG KROGHUYV |
VKDUHYV

7KH IROORZLQJ VXPPDULHY DUH QRW LQWHQGHG WR EH H[KDXVWLYH DQG LQ WKF
VXEMHFW WR DQG TXDOLILHG LQ LWV HQWLUHW\ E\ 1DQRELRWL[xV %\ ODZV DQG
VXPPDU\ LV VXEMHFW WR DQG TXDOLILHG LQ LWV HQWLUHW\ E\ WKH WHUPV RI W
DGGUHVY DOO RI WKH SURYLVLRQV RI WKH %\ ODZV RU )UHQFK ODZ RU RI WKH "HS
FRPSOHWH 2XU %\ ODZV DQG WKH '"HSRVLW $JUHHPHQW DUH HDFK DWWDFKHG DV
&DSLWDOL]J]HG WHUPV QRW RWKHUZLVH GHILQHG LQ WKLV H[KLELW KDYH WKH PHD
RQ )RUP ) IRU ZKLFK WKLV H[KLELW LV SURYLGHG WKH U$QQXDO 5HSRUWU

25',1$5< 6+$5(6

7KH GHVFULSWLRQ EHORZ UHIOHFWYV FHUWDLQ WHUPV RI RXU %\ ODZV DQG VXPP|
RUGLQDU\ VKDUHVY XQGHU )UHQFK ODZ

*HQHUDO
$V RI '"HFHPEHU RXU RXWVWDQGLQJ VKDUH FDSLWDO FRQVLVWHG RI D WRW
RUGLQDU\ VKDUHV ZLWK QRPLQDO YDOXH SHU VKDUH :H KDYH QR SUHIHUUHC

5LJKWV 3UHIHUHQFHY DQG 5HVWULFWLRQV $WWDFKLQJ WR 2UGLQDU\ 6KDUHYV

'LYLGHQGYV :H PD\ RQO\ GLVWULEXWH GLYLGHQGY RXW Rl RXU UGLVWULEXWDEOH
WKDW WKH VKDUHKROGHUV GHFLGH WR PDNH DYDLODEOH IRU GLVWULEXWLRQ RV
WR EH PDLQWDLQHG E\ ODZ U'LVWULEXWDEOH SURILWVU FRQVLVW RI RXU VWDW X
DFFRUGDQFH ZLWK DFFRXQWLQJ VWDQGDUGY DSSOLFDEOH LQ )UDQFH DV LQFUHLEL



([KLELW

IRUZDUG IURP SULRU \HDUV OHVV DQ\ FRQWULEXWLRQV WR WKH UHVHUYH DFFRX
/[HIDO 5HVHUYHU

/IHIDO 5HVBXYWXDQW WR )UHQFK ODZ ZH PXVW DOORFDWH DW OHDVW RI RXU VYV
OHJDO UHVHUYH IXQG EHIRUH GLYLGHQGV PD\ EH SDLG ZLWK UHVSHFW WR WKDW
DPRXQW LQ WKH OHJDO UHVHUYH LV HTXDO WR RI WKH DJJUHJDWH SDU YDOXH
$SSURYDO RI 'LYLGHQGV 3XUVXDQW WR )UHQFK ODZ RXU H[HFXWLYH ERDUG PD\
VKDUHKROGHUY DW WKH DQQXDO RUGLQDU\ JHQHUDO PHHWLQJ

8SRQ UHFRPPHQGDWLRQ RI RXU H[HFXWLYH ERDUG RXU VKDUHKROGHUV PD\ GHFL
SURILWYV WR VSHFLDO RU JHQHUDO UHVHUYHV WR FDUU\ WKHP IRUZDUG WR WKH
WKHP WR WKH VKDUHKROGHUYV DV GLYLGHQGYVY +RZHYHU GLYLGHQGV PD\ QRW EH
GLVWULEXWLRQ RXU QHW DVVHWY DUH RU ZRXOG EHFRPH ORZHU WKDQ WKH DPRX
OHJDO UHVHUYHV ZKLFK XQGHU )UHQFK ODZ PD\ QRW EH GLVWULEXWHG WR VKD

2XU H[HFXWLYH ERDUG PD\ GLVWULEXWH LOQWHULP GLYLGHQGY DIWHU WKH HQG R
ILQDQFLDO VWDWHPHQWY IRU WKH UHOHYDQW ILVFDO \HDU ZKHQ WKH LQWHULP E
H[DPLQHG E\ DQ DXGLWRU UHIOHFWV WKDW ZH KDYH HDUQHG GLVWULEXWDEOH S
UHFRJQL]LQJ WKH QHFHVVDU\ GHSUHFLDWLRQ DQG SURYLVLRQV DQG DIWHU GHGX
DOORFDWHG WR UHVHUYHV DV UHTXLUHG E\ ODZ RU WKH %\ ODZV DQG LQFOXGL(
LOQWHULP GLYLGHQGV PD\ QRW H[FHHG WKH DPRXQW RI WKH SURILW VR GHILQHG

'LVWULEXWLRQ RLYLBH®HYGCGKVUH GLVWULEXWHG WR VKDUHKROGHUV SURSRUWLRQL
WKH FDVH RI LQWHULP GLYLGHQGY GLVWULEXWLRQV DUH PDGH WR VKDUHKROGH!
WKH PHHWLQJ LQ ZKLFK WKH GLVWULEXWLRQ RI LOQOWHULP GLYLGHQGV LV DSSURY
WKH VKDUHKROGHUY DW DQ RUGLQDU\ JHQHUDO VKDUHKROGHUVx PHHWLQJ RU E\
GHFLVLRQ E\ WKH VKDUHKROGHUV 6KDUHKROGHUV WKDW RZQ VKDUHV RQ WKH DF
'LYLGHQGV PD\ EH SDLG LQ FDVK RU LI WKH VKDUHKROGHUVx PHHWLQJ VR GHFLG
UHFHLYH D ZKROH QXPEHU RI DVVHWYV RI WKH VDPH QDWXUH SDLG LQ OLHX RI FD\
GHFLVLRQ RI WKH VKDUHKROGHUVx PHHWLQJ WDNHQ E\ RUGLQDU\ UHVROXWLRQ |
UHFHLYH KLV GLYLGHQG LQ FDVK RU LQ VKDUHYV

7LPLQJ RI 3DBSXH@WDQW WR )UHQFK ODZ GLYLGHQGV PXVW EH SDLG ZLWKLQ D PDJ
IROORZLQJ WKH HQG RI WKH UHOHYDQW ILVFDO \HDU $Q H[WHQVLRQ RI VXFK WLP
WKDW DUH QRW FODLPHG ZLWKLQ D SHULRG RI ILYH \HDUV DIWHU WKH SD\PHQW G
JUHQFK VWDWH

9RWLQJ 5(DEWWRI RXU RUGLQDU\ VKDUHY HQWLWOHYV LWV KROGHU WR YRWH DQG E
PHHWLQJV LQ DFFRUGDQFH ZLWK )UHQFK ODZ DQG RXU %\ ODZV 7KH RZQHUVKLS
DFFHSWDQFH RI RXU %\ ODZV DQG DQ\ GHFLVLRQ RI RXU VKDUHKROGHUYV

,Q JHQHUDO HDFK VKDUHKROGHU LV HQWLWOHG WR RQH YRWH SHU VKDUH DW DQ
PDMRU VKDUHKROGHUV GR QRW KDYH GLITHUHQW YRWLQJ ULJKWV WKDQ RWKHU V
JUHQFK ODZ D GRXEOH YRWLQJ ULJKW LV DWWDFKHG WR HDFK UHJLVWHUHG VKDL
VKDUHKROGHU IRU DW OHDVW WZR \HDUV +RZHYHU $'6V DUH QRW HOLJLEOH IRU

8QGHU )UHQFK ODZ WUHDVXU\ VKDUHV RU VKDUHVY KHOG E\ HQWLWLHY FRQWURO((
QRW WDNHQ LOQWR DFFRXQW IRU SXUSRVHV RI TXRUXP FDOFXODWLRQ

5LIJKWV WR 6KDUH 8QGHW )YHRIERW ODZ HDFK RUGLQDU\ VKDUH HQWLWOHV LWV KR
SURILWY DQG DVVHWY SURSRUWLRQDO WR WKH DPRXQW RI VKDUH FDSLWDO UHSU

5LJKWV WR 6KDUH LQ WKH 6XUSOXV,L@QHVBEBH YOHQWLBDM AKL ®mMW DR/IHWY UHPDLQL
RXU GHEWY OLTXLGDWLRQ H[SHQVHV DQG DOO RI RXU UHPDLQLQJ REOLJDWLRQV
RXU RXWVWDQGLQJ VKDUHV $Q\ VXUSOXV ZLOO WKHQ EH GLVWULEXWHG DPRQJ V
VKDUHV WKH\ KROG

5HSXUFKDVH DQG 5HGHPSSMIRHURUEBKFKHYDZ ZH PD\ DFTXLUH RXU RZQ VKDUHV 6
FKDOOHQJHG RQ WKH JURXQG RI PDUNHW DEXVH UHJXODWLRQV +RZHYHU ODUNH
DQG LWV UHODWHG GHOHJDWHG UHJXODWLRQV U0$50 SURYLGHV IRU VDIH
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PDGH L XQGHU D EX\ EDFN SURJUDP WR EH DXWKRUL]JHG E\ WKH VKDUHKROGHUV
/ RI WKH J)UHQFK &RPPHUFLDO &RGH DQG ZLWK WKH *HQHUDO 5HJXODWLRQYV
$XWKRULW\ $XWRULW® GHV PDUFKOV ILQDQFLHUV RU U$0)U DQG LL IRU RQH RI
IRU LQ WKH EX\ EDFN SURJUDP

a WR GHFUHDVH RXU VKDUH FDSLWDO SURYLGHG WKDW VXFK D GHFLVLRQ L
RITHU LV PDGH WR DOO VKDUHKROGHUVY RQ D SUR UDWD EDVLV ZLWK WKH DSSUR)
PHHWLQJ LQ WKLV FDVH WKH VKDUHV UHSXUFKDVHG PXVW EH FDQFHOOHG ZLWKI

a WR PHHW REOLJDWLRQV DULVLQJ IURP GHEW VHFXULWLHY WKDW DUH H[FK

a WR PHHW RXU REOLJDWLRQV DULVLQJ IURP VKDUH RSWLRQ SURJUDPV RU
HPSOR\HHV RU WR RXU PDQDJHUV RU WKH HPSOR\HHV RU PDQDJHUV RI RXU DIILOI
PXVW EH GLVWULEXWHG ZLWKLQ PRQWKYV IURP WKHLU UHSXUFKDVH DIWHU ZKLI

,Q DGGLWLRQ ZH EHQHILW IURP D VLPSOH H[HPSWLRQ ZKHQ WKH DFTXLVLWLRQ L
WKH JHQHUDO UHJXODWLRQV RI DQG PDUNHW SUDFWLFHVY DFFHSWHG E\ WKH $0)
EDFNV PDGH IRU HIWHUQDO JURZWK RSHUDWLRQV LQ SXUVXDQFH RI $UWLFOH /

QRW IRUELGGHQ PXVW EH SXUVXHG LQ VWULFW FRPSOLDQFH RI PDUNHW PDQLSX:

8QGHU 0%$5 DQG LQ DFFRUGDQFH ZLWK WKH *HQHUDO 5HIJXODWLRQV RI WKH $0) Zt
WKH HQG RI WKH VHYHQWK GDLO\ PDUNHW VHVVLRQ IROORZLQJ WKH GDWH RI WKF
UHODWLQJ WR WKH EX\ EDFN SURJUDP LQ D GHWDLOHG IRUP DQG LQ DQ DJJUHJD
$0) RQ D PRQWKO\ EDVLV DQG WR WKH SXEOLF RQ D ELDQQXDO EDVLV D VXPPD
OLTXLGLW\ FRQWUDFW

,Q DQ\ FDVH QR VXFK UHSXUFKDVH RI VKDUHY PD\ UHVXOW LQ XV KROGLQJ GLUH
PRUH WKDQ L RI RXU LVVXHG VKDUH FDSLWDO RU LL RI RXU LVVXHG VKDU
EH XVHG LQ SD\PHQW RU LQ H[FKDQJH LQ WKH FRQWH[W RI D PHUJHU GLYLVLRQ F
XV FRQWLQXH WR EH GHHPHG ULVVXHGU XQGHU )UHQFK ODZ EXW DUH QRW HQWLV
ZH KROG WKHP GLUHFWO\ RU LQGLUHFWO\ DQG ZH PD\ QRW H[HUFLVH WKH SUHIH
6LQNLQJ )XQG 3URYLVLRQV 2XU %\ ODZV GR QRW SURYLGH IRU DQ\ VLQNLQJ IXQG

/ILDELOLW\ WR )XUWKHU &DSLWDO &DOOV 6KDUHKROGHUY DUH OLDEOH IRU FRUSF
WKH\ KROG WKH\ DUH QRW OLDEOH IRU IXUWKHU FDSLWDO FDOOV

S5HTXLUHPHQWYV IRU +ROGLQJV ([FHHGLQJ &HUWDLQ 3HUFHQWDJHY 7KHUH DUH QR
XQGHU UO)RUP +ROGLQJ DQG 7UDQVIHU RI 6KDUHVO2ZQHUVKLS RI 6KDUHV DQG $'

$FWLRQV 1HFHVVDU\ WR ORGLI\ 6KDUHKROGHUV@ 5LJKWYV

6KDUHKROGHUVx ULJKWV PD\ EH PRGLILHG DV SHUPLWWHG E\ )UHQFK ODZ 2QO\ W
DXWKRUL]JHG WR DPHQG DQ\ DQG DOO SURYLVLRQV RI RXU %\ ODzZV ,W PD\ QRW K
FRPPLWPHQWY ZLWKRXW WKH SULRU DSSURYDO RI HDFK VKDUHKROGHU

6SHFLDO 9RWLQJ 5LJKWV RI :DUUDQW +ROGHUYV

8QGHU )UHQFK ODZ WKH KROGHUV RI ZDUUDQWY RI WKH VDPH FODVV L H ZDUUL
ZLWK WKH VDPH ULJKWV LQFOXGLQJ IRXQGHUVx ZDUUDQWYV %63&( DQG ZDUUDQ
FODVVY DW D JHQHUDO PHHWLQJ RI WKDW FODVV RI ZDUUDQW KROGHUV XQGHU FH
DQ\ SURSRVHG PRGLILFDWLRQ RI WKH WHUPY DQG FRQGLWLRQV RI WKH FODVV RI
VKDUHV RU DQ\ PRGLILFDWLRQ RI WKH ULJKWV RI DQ\ RXWVWDQGLQJ FODVV RU V|

5XOHV IRU $GPLVVLRQ WR DQG &DOOLQJ $QQXDO 6KDUHKROGHUV®Z OHHWLQJV DQC
OHHWLQJV

$FFHVV WR 3DUWLFLSDWLRQ LQ DQG 9RWLQJ 5LJKWV DW 6KDUHKROGHUVx OHHWL
PHHWLQJ LV JUDQWHG WR DOO VKDUHKROGHUYVY UHJDUGOHVV RI WKH QXPEHU RI \
ZKRP D ULJKW WR DWWHQG D VKDUHKROGHUVx PHHWLQJ LV HVWDEOLVKHG E\ UHJ
RI WKH VKDUHKROGHU RU WKH LQWHUPHGLDU\ UHJLVWHUHG RQ KLV RU KHU EHKD
VKDUHKROGHUVXx PHHWLQJ DW PLGQLJKW 3DULV WLPH HLWKHU LQ WKH UHJLVW
VKDUH DFFRXQWYV KHOG E\ WKH DXWKRUL]J]HG LOQWHUPHGLDU\
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(DFK VKDUHKROGHU KDV WKH ULJKW WR DWWHQG WKH PHHWLQJY SDUWLFLSDWH

JUDQWLQJ D SUR[\ WR DQ\ LQGLYLGXDO RU OHJDO HQWLW\ RI KLV FKRRVLQJ E!

EHQHILFLDU\ LQ ZKLFK FDVH VXFK SUR[\ VKDOO EH FDVW LQ IDYRU RI WKH UHVRC
E\ FRUUHVSRQGHQFH

6KDUHKROGHUYV PD\ LQ DFFRUGDQFH ZLWK OHJDO DQG UHJXODWRU\ UHTXLUHPHQ
RU YLD WHOHFRPPXQLFDWLRQV PHDQV 7KH ILQDO GDWH IRU UHWXUQLQJ VXFK YR
GLVFORVHG LQ WKH QRWLFH RI PHHWLQJ SXEOLVKHG LQ WKH JUHQFK -RXUQDO RI
$QQRQFHV /©JDOHV 2EOLJDWRLUHV RU U%$/20 7KLV GDWH FDQQRW EH HDUOLHL
PHHWLQJ LQ WKH FDVH RI KDUG FRSLHYV E\ S P 3DULV WLPH RQ WKH GD\
HOHFWURQLF YRWHYV E\ HPDLO DQG E\ S P 3DULV WLPH RQ WKH GD\ EHIRI
SUR[LHV ,Q DGGLWLRQ VKDUHKROGHUV PD\ DWWHQG PHHWLQJV E\ YLGHRFRQIHU
VHH 7HPSRUDU\ PHDVXUHV IRU $QQXDO 6KDUHKROGHUY OHHWLQJVY DQG ([HFXWLY
&29,' FULVLYV LW EHLQJ VSHFLILHG WKLV RSWLRQ PD\ EHFRPH SHUPDQHQW DV
$SULO ZLOO EH DVNHG WR DSSURYH WKH DPHQGPHQW RI WKH E\ODZV WR LQ
VKDUHKROGHUYV LQ WKH VKDUHKROGHUVx PHHWLQJV E\ VXFK PHDQV RI WHOHFRPP
%RDUG

6KDUHKROGHUYV VHQGLQJ WKHLU YRWH ZLWKLQ WKH DSSOLFDEOH WLPH OLPLW X\
SXUSRVH DUH GHHPHG SUHVHQW RU UHSUHVHQWHG DW WKH VKDUHKROGHUVx PH
FDOFXODWLRQ

7KH YRWLQJ E\ FRUUHVSRQGHQFH IRUP DGGUHVVHG WR D VKDUHKROGHU LV RQO\
PHHWLQJV FRQYHQHG ZLWK WKH VDPH DIJHQGD 7R EHWWHU XQGHUVWDQG WKH YR
$PHULFDQ 'HSRVLWDU\ 6KDUHVU EHORZ

IRWLFH RI $QQXDO 6KDUHKROGHUVx OHHWLQJY 6KDUHKROGHUVx PHHWLQJV DUH
WKDW E\ RXU VXSHUYLVRU\ ERDUG RXU VWDWXWRU\ DXGLWRUV E\ D FRXUW DSS
FLUFXPVWDQFHVY RU E\ WKH PDMRULW\ VKDUHKROGHU LQ FDSLWDO RU YRWLQJ UL
KHOG DW RXU UHJLVWHUHG RIILFHVY RU DW DQ\ RWKHU ORFDWLRQ LQGLFDWHG LQ
GH UOXQLRQ PXVW EH SXEOLVKHG LQ WKH %%$/2 DW OHDVW GD\V SULRU WR WKF
GD\V SULRU WR WKH PHHWLQJ 7KH FRQYHQLQJ QRWLFH PXVW LQFOXGH WKH PHHYV
EH SUHVHQWHG DW WKH PHHWLQJ $ UHTXHVW WR LQFOXGH DQ\ LVVXHV RU GUDIW
WKH FRPSDQ\ LQ DFFRUGDQFH ZLWK )UHQFK ODZ 6XEMHFW WR VSHFLDO OHJDO S|
FRQYHQLQJ QRWLFH DYLV GH FRQYRFDWLRQ PXVW EH JLYHQ DW OHDVW GD\V
QRWLFH LQVHUWHG LQ WKH )UHQFK %%$/2 DQG D OHJDO DQQRXQFHPHQW EXOOHWL
&RPSDQ\ )XUWKHU KROGHUV Rl UHJLVWHUHG VKDUHV IRU DW OHDVW D PRQWK DYV
VKDOO EH VXPPRQHG LQGLYLGXDOO\ E\ UHJXODU OHWWHU RU E\ UHJLVWHUHG OH
DGYDQFH RI H[SHQVHV VHQW WR WKHLU ODVW NQRZQ DGGUHVYV

7KLV QRWLFH WR UHJLVWHUHG VKDUHKROGHUV PD\ DOVR EH WUDQVPLWWHG E\ HC
DQ\ VXFK PDLOLQJ WR DQ\ UHOHYDQW VKDUHKROGHU UHTXHVWLQJ LW EHIRUHKD(
UHFHLSW LQ DFFRUGDQFH ZLWK OHJDO DQG UHJXODWRU\ UHTXLUHPHQWYV VSHFLI
UHTXHVW DW DQ\ WLPH E\ UHJLVWHUHG OHWWHU WR WKH FRPSDQ\ ZLWK DFNQRZ
WHOHFRPPXQLFDWLRQ LV QR ORQJHU DFFHSWDEOH DQG VKRXOG EH UHSODFHG E\
LQFOXGH WKH FRQGLWLRQV XQGHU ZKLFK VKDUHKROGHUV PD\ YRWH E\ FRUUHVSR
E\ PDLO

KHQ WKH VKDUHKROGHUVx PHHWLQJ FDQQRW GHOLEHUDWH GXH WR TXRUXP QRW
DW OHDVW GD\V LQ DGYDQFH DQG LQ WKH VDPH PDQQHU DV WKH ILUVW QRWLFH

$JHQGD DQG &RQGXFW RI $QQXDO 6KDUHKROGHUVXx OHHWLQJV 7KH DJHQGD RI WK
FRQYHQLQJ QRWLFH RI WKH PHHWLQJ DQG LV VHW E\ WKH DXWKRU RI WKH QRWLF
RQ WKH LWHPV RQ WKH DJHQGD H[FHSW IRU WKH UHPRYDO RI PHPEHUV RI RXU VX
VXFFHVVRUV ZKLFK PD\ EH SXW WR YRWH E\ DQ\ VKDUHKROGHU GXULQJ DQ\ VKDU
VKDUHKROGHUV UHSUHVHQWLQJ WKH SHUFHQWDJH Rl VKDUH FDSLWDO UHTXLUHG
DQG DFWLQJ LQ DFFRUGDQFH ZLWK OHJDO UHTXLUHPHQWY DQG ZLWKLQ DSSOLFD]
RU SURSRVHG UHVROXWLRQV RQ WKH DJHQGD 6XFK UHTXHVW PXVW EH UHFHLYHG
VKDUHKROGHUVx PHHWLQJ DQG LQ DQ\ HYHQW QR ODWHU WKDQ GD\V DIWHU W|
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6KDUHKROGHUVx PHHWLQJY DUH FKDLUHG E\ WKH &KDLUPDQ RI WKH VXSHUYLVRU!
SUHVLGHQW RI WKH VXSHUYLVRU\ ERDUG )DLOLQJ WKDW WKH PHHWLQJ LWVHOI
WKH WZR PHPEHUV RI WKH PHHWLQJ ZKR DUH SUHVHQW DQG DFFHSW VXFK GXWLH
RU DV SUR[LHV WKH JUHDWHVW QXPEHU RI YRWHV

2UGLQDU\ 6KDUHKROGHUVXx OHHWLQJ 2UGLQDU\ VKDUHKROGHUVx PHHWLQJV DUH

GHFLVLRQV WKDW GR QRW UHVXOW LQ D PRGLILFDWLRQ RI RXU %\ ODZV ,Q DGGL
-XQH JUHQFK OLVWHG FRPSDQLHYV PD\ EH UHTXLUHG WR FRQGXFW D FRQVX
PHHWLQJ SULRU WR WKH GLVSRVDO RI WKH PDMRULW\ RI WKHLU DVVHWY XQGHU

PHHWLQJ VKDOO EH FRQYHQHG DW OHDVW RQFH D \HDU ZLWKLQ VL[ PRQWKV RI W
WKH DQQXDO DQG FRQVROLGDWHG DFFRXQWVY IRU WKH UHOHYDQW ILVFDO \HDU R
HYVWDEOLVKHG E\ FRXUW RUGHU 8SRQ ILUVW QRWLFH WKH PHHWLQJ PD\ YDOLGO
UHSUHVHQWHG E\ SUR[\ RU YRWLQJ E\ PDLO UHSUHVHQW DW OHDVW RQH ILIWK RI
QR TXRUXP LV UHTXLUHG 7KLV GLIIHUV IURP 1DVGDT UXOHV WKDW UHTXLUH T

'"HFLVLRQV DUH PDGH E\ D PDMRULW\ RI WKH YRWHYV FDVW E\ WKH VKDUHKROGHUYV
PDLO 7KH YRWHV FDVW GR QRW LQFOXGH WKRVH DWWDFKHG WR VKDUHV IRU ZKL
DEVWDLQHG YRWHG EODQN RU WKH YRWH LV RWKHUZLVH YRLG

(IWUDRUGLQDU\ 6KDUHKROGHUVXx OHHWLQJ 2QO\ DQ H[WUDRUGLQDU\ VKDUHKROG
obzv ,W PD\ QRW KRZHYHU LQFUHDVH VKDUHKROGHUVXx FRPPLWPHQWY ZLWKR X\
WKH OHJDO SURYLVLRQV JRYHUQLQJ VKDUH FDSLWDO LQFUHDVHV IURP UHVHUYHV
H[WUDRUGLQDU\ PHHWLQJ ZLOO EH YDOLG RQO\ LI WKH VKDUHKROGHUYV SUHVHQW
DW OHDVW RQH IRXUWK RI DOO VKDUHV HQWLWOHG WR YRWH XSRQ ILUVW QRWLFI
LV QRW UHDFKHG WKH VHFRQG PHHWLQJ PD\ EH SRVWSRQHG WR D GDWH QR ODW
ZDV LQLWLDOO\ FDOOHG 'HFLVLRQV DUH PDGH E\ D WZR WKLUGY PDMRULW\ YRWH
E\ SUR[\ RU YRWLQJ E\ PDLO 7KH YRWHV FDVW GR QRW LQFOXGH WKRVH DWWDFK
SDUWLFLSDWH LQ WKH YRWH DEVWDLQHG YRWHG EODQN RU WKH YRWH LV RWKH

,Q DGGLWLRQ WR WKH ULJKW WR REWDLQ FHUWDLQ LQIRUPDWLRQ UHJDUGLQJ XV
ZKLFK D VKDUHKROGHUVx PHHWLQJ LV FRQYHQHG XQWLO WKH IRXUWK EXVLQHVV
PHHWLQJ VXEPLW ZULWWHQ TXHVWLRQV UHODWLQJ WR WKH DJHQGD IRU WKH PHI
2XU H[HFXWLYH ERDUG LV UHTXLUHG WR UHVSRQG WR WKHVH TXHVWLRQV GXULQJ

7THPSRUDU\ PHDVXUHV IRU $QQXDO 6KDUHKROGHUY OHHWLQJYVY DQG ([HFXWLYH DQ(
&29,' FULVLYV

,Q DQG GXH WR WKH &29,' SDQGHPLF WKH )UHQFK JRYHUQPHQW DGRSWH
DGDSWLQJ WKH UXOHV JRYHUQLQJ PHHWLQJY DQG GHOLEHUDWLRQV RI VKDUHKRO
XQWLO -XO\ 7KH RUGLQDQFHVY DQG GHFUHHYVY SURYLGH WKH SRVVLELOLW\ R

VXSHUYLVRU\ ERDUGY UHPRWHO\ IRU DOO GHFLVLRQV WKDW SUHYLRXVO\ UHTXLU
DQG GHFUHHY SURYLGH WKDW JHQHUDO PHHWLQJV RI VKDUHKROGHUY FDQ EH KH(
WHOHFRQIHUHQFH RU DXGLR YLVXDO FRQIHUHQFH FDOO

%\ GHFLVLRQ RI WKH H[HFXWLYH ERDUG WKH JHQHUDO PHHWLQJ RI VKDUHKROGH
LH ZLWKRXW WKH VKDUHKROGHUV RU WKHLU SUR[LHV DQG DQ\ RWKHU SHUVRQ
VWDWXWRU\ DXGLWRUVY DQG WKH HPSOR\HH UHSUHVHQWDWLYHV EHLQJ SK\VLFEDC
EHKLQG FORVHG GRRUV UHTXLUHV WKDW RQ WKH GDWH RI WKH PHHWLQJ DQQRXC
WKH PHHWLQJ DQ DGPLQLVWUDWLYH PHDVXUH UHVWULFWLQJ RU SURKLELWLQJ W
SUHYHQWY WKH SK\VLFDO SUHVHQFH DW VXFK PHHWLQJ RI LWV PHPEHUV HYHQ L
RQ WKH GDWH RI WKH PHHWLQJ $V Rl WKH GDWH RI WKH $QQXDO 5HSRUW PHDVX
GHFUHH 1R RI 2FWREHU DV DPHQGHG SURKLELWY DV JHQHUDO UX
PHDVXUHYV FDQQRW EH LPSOHPHQWHG DQG LQ DOO SODFHV DQG XQGHU DOO FLUF
H[FHSWLRQV DQ\ PHHWLQJ LQYROYLQJ PRUH WKDQ VL[ SHRSOH VLPXOWDQHRXVO!
WKLY FDVH VKDUHKROGHUV ZLOO EH DEOH WR YRWH UHPRWHO\ DQG SULRU WR W
PHDQVY DYDLODEOH WR GDWH L H YRWH E\ FRUUHVSRQGHQFH EODQN SURJ[\ RU ,

7KH DERYH OHJLVODWLRQ SURYLGHY WKDW VKDUHKROGHUV DQG DOO WKH SHUVF
VKDUHKROGHUV PD\ SDUWLFLSDWH LQ WKH PHHWLQJ E\ PHDQV RI D WHOHFRQIHU
FRQIHUHQFH DOORZV IRU WKH LGHQWLILFDWLRQ RI WKH SDUWLFLSDQWYVY WUDQVF
WKH FRQWLQXRXV DQG VLPXOWDQHRXV UHWUDQVPLVVLRQ RI WKH GHEDWHYV
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BURYLVLRQV +DYLQJ WKH (IIHFW RI '"HOD\LQJ 'HIHUULQJ RU B3UHYHQWLQJ D &KDQJ

BURYLVLRQV FRQWDLQHG LQ RXU %\ ODZV DQG WKH FRUSRUDWH ODZV RI JUDQFH
DFTXLUH XV HYHQ LI GRLQJ VR PLJKW EH EHQHILFLDO WR RXU VKDUHKROGHUV
ODZV LPSRVH YDULRXV SURFHGXUDO DQG RWKHU UHTXLUHPHQWY ZKLFK FRXOG P
FHUWDLQ FRUSRUDWH DFWLRQV 7KHVH SURYLVLRQV LQFOXGH WKH IROORZLQJ

4 SURYLVLRQV RI )JUHQFK ODZ DOORZLQJ WKH RZQHU RI RI WKH VKDUH FD
FRPSDQ\ WR IRUFH RXW WKH PLQRULW\ VKDUHKROGHUV IROORZLQJ D WHQGHU RII
WR FRPSDQLHV OLVWHG RQ D UHJXODWHG PDUNHW RU D PXOWLODWHUDO WUDGLC
SDUW\ RI WKH (XURSHDQ (FRQRPLF $UHD $JUHHPHQW LQFOXGLQJ WKH PDLQ )UHQ
DSSOLFDEOH WR XV RQO\ LI ZH FRQWLQXH WR GXDO OLVW LQ )UDQFH

aDPHUJHU LH LQD)UHQFK ODZ FRQWH[W D VWRFN IRU VWRFN H[FKDQJ}
GLVVROYHG ZLWKRXW EHLQJ OLTXLGDWHG LQWR WKH DFTXLULQJ HQWLW\ DQG RX
DFTXLULQJ HQWLW\ RI RXU &RPSDQ\ LQWR D FRPSDQ\ LQFRUSRUDWHG LQ WKH (8
ERDUG DV ZHOO DV D WZR WKLUGY PDMRULW\ Rl WKH YRWHY FDVW E\ WKH VKDUH|
E\ PDLO DW WKH UHOHYDQW PHHWLQJ

a D PHUJHU RI RXU &RPSDQ\ LQWR D FRPSDQ\ LQFRUSRUDWHG RXWVLGH RI V
DSSURYDO RI RXU VKDUHKROGHUYV

a4 XQGHU UHQFK ODZ D FDVK PHUJHU LV WUHDWHG DV D VKDUH SXUFKDVH I
SDUWLFLSDWLQJ VKDUHKROGHU

a4 RXU VKDUHKROGHUV KDYH JUDQWHG DQG PD\ JUDQW LQ WKH IXWXUH WR R
LQFUHDVH RXU VKDUH FDSLWDO RU WR LVVXH DGGLWLRQDO RUGLQDU\ VKDUHV RL
VKDUHKROGHUV WKH SXEOLF RU TXDOLILHG LQYHVWRUV LQFOXGLQJ DV D SRVVL
RITHU IRU RXU VKDUHV

a4 RXU VKDUHKROGHUYV KDYH SUHIHUHQWLDO VXEVFULSWLRQ ULJKWV SURSR!
WKH LVVXDQFH E\ XV RI DQ\ DGGLWLRQDO VKDUHV RU VHFXULWLHV JLYLQJ ULJKW
FDVK RU D VHW RIlI RI FDVK GHEWV ZKLFK ULJKWV PD\ RQO\ EH ZDLYHG E\ WKH H]
E\ D WZR WKLUGV PDMRULW\ YRWH RI RXU VKDUHKROGHUY RU RQ DQ LQGLYLGXD

a4 RXU VXSHUYLVRU\ ERDUG KDV WKH ULJKW WR DSSRLQW QHZ PHPEHUV WR
GHDWK RI D PHPEHU VXEMHFW WR WKH DSSURYDO E\ WKH VKDUHKROGHUV RI VXF
PHHWLQJ ZKLFK SUHYHQWYV VKDUHKROGHUV IURP KDYLQJ WKH VROH ULJKW WR IL

a WKH PHPEHUV Rl RXU H[HFXWLYH ERDUG DUH DSSRLQWHG E\ RXU VXSHUYL
RXU VXSHUYLVRU\ ERDUG RU DW WKH VKDUHKROGHUVx JHQHUDO PHHWLQJ

a4 RXU VXSHUYLVRU\ ERDUG FDQ RQO\ EH FRQYHQHG E\ LWV FKDLUPDQ RU E\
UHTXHVW HJ ZKHQ QR ERDUG PHHWLQJ KDV EHHQ KHOG IRU PRUH WKDQ WZR FR
UHSUHVHQWLQJ DW OHDVW RQH WKLUG RI WKH WRWDO QXPEHU RI PHPEHUV RI RX
H[HFXWLYH ERDUG

a4 RXU VXSHUYLVRU\ ERDUGxV PHHWLQJVY FDQ RQO\ EH UHJXODUO\ KHOG LI D
SK\WLFDOO\ RU E\ ZD\ Rl YLGHRFRQIHUHQFH RU WHOHFRQIHUHQFH HQDEOLQJ WKt
HITHFWLYH SDUWLFLSDWLRQ LQ WKH VXSHUYLVRU\ ERDUGxV GHFLVLRQV

a4 RXU VKDUHV DUH QRPLQDWLYH RU EHDUHU LI WKH OHJLVODWLRQ VR SHUF

a4 XQGHU JUHQFK ODZ D DQ\ QRQ JUHQFK FLWL]JHQ E DQ\ )UHQFK FLWL]JHG
JUHQFK HQWLW\ RU G DQ\ )UHQFK HQWLW\ FRQWUROOHG E\ RQH Rl WKH DIRUHPH
GHFODUDWLRQ IRU VWDWLVWLFDO SXUSRVHV ZLWK WKH %DQN Rl )UDQFH %DQTXt}
GDWH RI FHUWDLQ GLUHFW IRUHLJQ LQYHVWPHQW LQ XV LQFOXGLQJ DQ\ SXUFKD
UHTXLUHG LQ FRQQHFWLRQ ZLWK LQYHVWPHQWY H[FHHGLQJ WKDW OHDG
VKDUH FDSLWDO RU YRWLQJ ULJKWV RU FURVV VXFK WKUHVKROG VHH U2ZQHU
3HUVRQVU

a4 XQGHU )UHQFK ODZ FHUWDLQ LQYHVWPHQWY LQ DQ\ HQWLW\ JRYHUQHG E
LQGXVWULHV VXFK DV UHVHDUFK DQG GHYHORSPHQW LQ ELRWHFKQRORJLHY DQG
E\ LQGLYLGXDOV RU HQWLWLHYV QRW JUHQFK QRW UHVLGHQW LQ UDQFH RU FRQW
JUDQFH DUH VXEMHFW WR SULRU DXWKRUL]DWLRQ RI WKH OLQLVWU\ RI (FRQRP\

a4 DSSURYDO RI DW OHDVW D PDMRULW\ RI WKH YRWHYV KHOG E\ VKDUHKROG!|
E\ PDLO DW WKH UHOHYDQW RUGLQDU\ VKDUHKROGHUVXx JHQHUDO PHHWLQJ LV UH
ERDUG ZLWK RU ZLWKRXW FDXVH

4 DGYDQFH QRWLFH LV UHTXLUHG IRU QRPLQDWLRQV WR WKH PHPEHUV RI W
PDWWHUVY WR EH DFWHG XSRQ DW D VKDUHKROGHUVx PHHWLQJ H[FHSW WKDW D \
VXSHUYLVRU\ ERDUG FDQ EH SURSRVHG DW DQ\ VKDUHKROGHUVx PHHWLQJ ZLWKR

a SXUVXDQW WR JUHQFK ODZ RXU %\ ODZV LQFOXGLQJ WKH VHFWLRQV UHO
ERDUGxV PHPEHUVY DQG HOHFWLRQ DQG UHPRYDO RI D PHPEHU RI WKH VXSHUYLVF
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E\ D UHVROXWLRQ DGRSWHG E\ D WZR WKLUGY PDMRULW\ YRWH RI RXU VKDUHKRO
PDLO DW WKH PHHWLQJ

aLQ WKH HYHQOW ZKHUH FHUWDLQ RZQHUVKLS WKUHVKROGYV ZRXOG EH FURV
PDGH E\ WKH UHOHYDQW VKDUHKROGHU DQG FDQ LPSRVH FHUWDLQ REOLJDWLRQV
7KUHVKROGVU DQG

a4 WUDQVIHUV RI VKDUHV VKDOO FRPSO\ ZLWK DSSOLFDEOH LQVLGHU WUDGL
WKH 0$5

'HFODUDWLRQ RI &URVVLQJ RI 2ZQHUVKLS 7KUHVKROGYV

6 XEMHFW WR UHTXLUHPHQWY RI )UHQFK ODZ RXU %\ ODZV GR QRW UHTXLUH DQ\ !
RZQHUVKLS WKUHVKROGY ZLWK UHVSHFW WR RXU VKDUH FDSLWDO H[FHSW DV GH
6KDUHVO2ZQHUVKLS RI 6KDUHV DQG $'6V E\ 1RQ J)UHQFK 3HUVRQV U

7KH DEVHQFH RI VSHFLILF UHTXLUHPHQWY LQ RXU %\ ODZV LV ZLWKRXW SUHMXGL
DSSOLFDEOH WR XV LQ DFFRUGDQFH ZLWK J)UHQFK OHJDO DQG UHJXODWRU\ SURY
VXPPDU\ ZKLFK LV QRW LOQWHQGHG WR EH D FRPSOHWH GHVFULSWLRQ RI DSSOLFL

$Q\ LQGLYLGXDO RU OHJDO HQWLW\ UHIHUUHG WR LQ $UWLFOHV / / DQG
FRPLQJ WR GLUHFWO\ RU LQGLUHFWO\ RZQ RU FHDVH WR RZQ DORQH RU LQ FRQ
RlI RXU FDSLWDO RU YRWLQJ ULJKWV JUHDWHU RU HTXDO WR

VKDOO LQIRUP XV DV ZHOO DV WKH $0) RI WKH WRWDO QXPEHU RI VKDUHV DQG
WR WKH FDSLWDO RU YRWLQJ ULJKWV WKDW LW RZQV LPPHGLDWHO\ RU RYHU WLP
FURVVLQJ RI WKH VDLG KROGLQJ WKUHVKROGYV

7KLY REOLJDWLRQ DOVR DSSOLHV ZKHQ FURVVLQJ HDFK Rl WKH DERYH PHQWLRQF
RI IDLOXUH WR GHFODUH VKDUHV RU YRWLQJ ULJKWV H[FHHGLQJ WKH IUDFWLRQ V
EH GHSULYHG RI YRWLQJ ULJKWV DW VKDUHKROGHUVx PHHWLQJV IRU DQ\ PHHWLC
Rl WZR \HDUV IURP WKH GDWH Rl UHJXODUL]DWLRQ RI WKH QRWLILFDWLRQ LQ DFF
&RPPHUFLDO &RGH $GGLWLRQDO VDQFWLRQV PD\ DSSO\ SXUVXDQW WR $UWLFOH
&RGH

,Q DGGLWLRQ DQ\ VKDUHKROGHU FURVVLQJ DORQH RU DFWLQJ LQ FRQFHUW WK
GHFODUDWLRQ ZLWK WKH $0) SXUVXDQW WR ZKLFK LW VKDOO H[SRVH LWV LQWHQ
QRWDEO\ ZKHWKHU LW LOQWHQGY WR FRQWLQXH DFTXLULQJ RXU VKDUHV LW LQWE
VWUDWHIJ\ IRU XV

JXUWKHU DQG VXEMHFW WR FHUWDLQ H[HPSWLRQV DQ\ VKDUHKROGHU FURVVLQJ
VKDOO ILOH D PDQGDWRU\ SXEOLF WHQGHU RIIHU ZLWK WKH $0) $OVR DQ\ VKDUF
EHWZHHQ DQG RI WKH FDSLWDO RU YRWLQJ ULJKWV DQG ZKR LQ OHVV WKD(
LWV KROGLQJ RI FDSLWDO RU YRWLQJ ULJKWV E\ DW OHDVW RI RXU FDSLWDO R!
RIITHU

&KDQJHV LQ 6KDUH &DSLWDO

,QFUHDVHV LQ 6KDUH &DSLWDO 3XUVXDQW WR )UHQFK ODZ RXU VKDUH FDSLWDO
DSSURYDO DW DQ HIWUDRUGLQDU\ JHQHUDO VKDUHKROGHUVx PHHWLQJ IROORZLC
7KH VKDUHKROGHUV PD\ GHOHJDWH WR RXU H[HFXWLYH ERDUG HLWKHU WKH DXW|
GOOO©JDWLRQ GH SRXYRLU WR FDUU\ RXW DQ\ LQFUHDVH LQ VKDUH FDSLWDO LQ

,QFUHDVHV LQ RXU VKDUH FDSLWDO PD\ EH HIIHFWHG E\
a LVVXLQJ DGGLWLRQDO VKDUHYV
a LQFUHDVLQJ WKH SDU YDOXH RI H[LVWLQJ VKDUHYV
a FUHDWLQJ D QHZ FODVV RI HTXLW\ VHFEXULWLHVY DQG
a H{IHUFLVLQJ WKH ULJKWV DWWDFKHG WR VHFEXULWLHYV JLYLQJ DFFHVV WR

,QFUHDVHV LQ VKDUH FDSLWDO E\ LVVXLQJ DGGLWLRQDO VHFXULWLHYV PD\ EH HIII
a LVWXDQFHV LQ FRQVLGHUDWLRQ IRU FDVK
a LVWXDQFHV LQ FRQVLGHUDWLRQ IRU DVVHWYV FRQWULEXWHG LQ NLQG
a LVVXDQFHY WKURXJK DQ H[FKDQJH RIIHU
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a LVVXDQFHY E\ FRQYHUVLRQ Rl SUHYLRXVO\ LVVXHG GHEW LQVWUXPHQWYV
a LVVXDQFHY E\ FDSLWDOL]DWLRQ RI SURILWY UHVHUYHV RU VKDUH SUHPL;
a VXEMHFW WR FHUWDLQ FRQGLWLRQV LVVXDQFHV E\ ZD\ RI RIIVHW DJDLQV

'"HFLVLRQV WR LQFUHDVH WKH VKDUH FDSLWDO WKURXJK WKH FDSLWDOL]DWLRQ F
VKDUHKROGHUVx DSSURYDO DW DQ HIWUDRUGLQDU\ JHQHUDO VKDUHKROGHUVx P|
UHTXLUHPHQWY DSSOLFDEOH WR RUGLQDU\ VKDUHKROGHUVx PHHWLQJYV ,QFUHDYV
SDU YDOXH RI VKDUHV UHTXLUH XQDQLPRXV DSSURYDO RI WKH VKDUHKROGHUV X
SURILWY RU VKDUH SUHPLXP $00 RWKHU FDSLWDO LQFUHDVHV UHTXLUH VKDUHKI
VKDUHKROGHUVx PHHWLQJ DFWLQJ XQGHU WKH UHJXODU TXRUXP DQG PDMRULW\
5HGXFWLRQ LQ 6KDUH &DSLWDO 3XUVXDQW WR )UHQFK ODZ DQ\ UHGXFWLRQ LQ |
DSSURYDO DW DQ HIWUDRUGLQDU\ JHQHUDO VKDUHKROGHUVx PHHWLQJ IROORZLC
7KH VKDUH FDSLWDO PD\ EH UHGXFHG HLWKHU E\ GHFUHDVLQJ WKH SDU YDOXH RI
QXPEHU RI RXWVWDQGLQJ VKDUHV 7KH QXPEHU RI RXWVWDQGLQJ VKDUHYV PD\ EH
FDQFHOODWLRQ RI VKDUHVY +ROGHUV RI HDFK FODVV RI VKDUHV PXVW EH WUHDW
DJUHHV RWKHUZLVH

SUHIHUHQWLDO 6XEVFULSWLRQ 5LJKWV $FFRUGLQJ WR )UHQFK ODZ LI ZH LVVXH
LPPHGLDWHO\ RU LQ WKH IXWXUH WR QHZ VKDUHV IRU FDVK FXUUHQW VKDUHKRC
WKHVH VHFXULWLHY RQ D SUR UDWD EDVLYV 3UHIHUHQWLDO VXEVFULSWLRQ ULJK!
VXEVFULEH SURSRUWLRQDOO\ WR WKH QXPEHU RI VKDUHVY KHOG E\ WKHP WR WKH
PD\ UHVXOW LQ DQ LQFUHDVH RI RXU VKDUH FDSLWDO E\ PHDQV RI D FDVK SD\PH
VXEVFULSWLRQ ULJKWV PD\ EH WUDQVIHUUHG DQG RU VROG GXULQJ WKH VXEVFU|
3XUVXDQW WR )UHQFK ODZ WKH SUHIHUHQWLDO VXEVFULSWLRQ ULJKWYV ZLOO EH
GD\V SULRU WR WKH RSHQLQJ RI WKH VXEVFULSWLRQ SHULRG DQG HQGLQJ WZR E
VXEVFULSWLRQ SHULRG LW EHLQJ VSHFLILHG WKDW LI WKH EXVLQHVYV GD\ VWDU\V
UHOHYDQW SHULRG VKRXOG VWDUW WKH SUHFHGLQJ WUDGLQJ GD\

7KH SUHIHUHQWLDO VXEVFULSWLRQ ULJKWV ZLWK UHVSHFW WR DQ\ SDUWLFXODU
PHHWLQJ E\ D WZR WKLUGV YRWH RI RXU VKDUHKROGHUV RU LQGLYLGXDOO\ E\ H|
LQGHSHQGHQW DXGLWRUY DUH UHTXLUHG E\ )UHQFK ODZ WR SUHVHQW UHSRUWYV
DGGUHVY DQ\ SURSRVDO WR ZDLYH WKH SUHIHUHQWLDO VXEVFULSWLRQ ULJKWYV

JXUWKHU WR WKH H[WHQW SHUPLWWHG XQGHU )UHQFK ODZ ZH PD\ VHHN GXULQ.
PHHWLQJ WKH DSSURYDO RI WKH VKDUHKROGHUV WR ZDLYH WKHLU SUHIHUHQWLI
H[HFXWLYH ERDUG WR LVVXH DGGLWLRQDO VKDUHY DQG RU RWKHU VHFXULWLHYV |

JRUP +ROGLQJ DQG 7UDQVIHU RI 6KDUHYV

JRUP RI 6KDUHV 3XUVXDQW WR RXU %\ ODzZV RXU VKDUHV PD\ EH KHOG LQ UHJLYV
GLVFUHWLRQ

JXUWKHU LQ DFFRUGDQFH ZLWK DSSOLFDEOH ODZV ZH PD\ UHTXHVW DW DQ\ WLP
KROGLQJ RXU VKDUHV RU GLUHFWO\ WR RQH RU VHYHUDO LQWHUPHGLDULHYV OLVYV
JLQDQFLDO &RGH LQIRUPDWLRQ UHJDUGLQJ WKH RZQHUV RI RXU VKDUHV RU VHEF)
ULJKWV DW RXU VKDUHKROGHUVx PHHWLQJY LQ DFFRUGDQFH ZLWK $UWLFOH /

+ROGLQJ Rl 6KDUHV ,Q DFFRUGDQFH ZLWK )UHQFK ODZ FRQFHUQLQJ WKH UGHPDYV
ULJKWV RI VKDUHKROGHUY DUH UHSUHVHQWHG E\ ERRN HQWULHV LQVWHDG RI VK
LQGLYLGXDO DFFRXQWY PDLQWDLQHG E\ XV RU E\ DQ DXWKRUL]JHG LQWHUPHGLDU
DSSRLQWHG E\ XV RU WKH UHOHYDQW VKDUHKROGHU LQ WKH QDPH RI HDFK VKDU
ObDz (DFK VKDUHKROGHUxXxV DFFRXQW VKRZV WKH QDPH RI WKH UHOHYDQW VKDUH

2ZQHUVKLS RI 6KDUHV DQG $'6V E\ 1RQ )UHQFK 3HUVRQV 1HLWKHU WKH )UHQFK &
SUHVHQWO\ LPSRVH DQ\ UHVWULFWLRQV RQ WKH ULJKW RI QRQ )UHQFK UHVLGHAQ\
VKDUHYV

+RZHYHU D DQ\ QRQ JUHQFK FLWL]JHQ E DQ\)UHQFK FLWL]JHQ QRW UHVLGLQJ L
DQ\ JUHQFK HQWLW\ FRQWUROOHG E\ RQH RI WKH DIRUHPHQWLRQHG SHUVRQV RU
VWDWLVWLFDO SXUSRVHV ZLWK WKH %DQN RI JUDQFH %DQTXH GH J)UDQFH ZLWKL
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FHUWDLQ GLUHFW IRUHLJQ LOQYHVWPHQWY LQ XV LQFOXGLQJ DQ\ SXUFKDVH RI R>
FRQQHFWLRQ ZLWK LQYHVWPHQWY H[FHHGLQJ WKDW OHDG WR WKH DFTXIL
YRWLQJ ULJKWV RU FURVV VXFK WKUHVKROG 9LRODWLRQ RI WKLV ILOLQJ UHT?
LPSULVRQPHQW DQG D ILQH RI XS WR WZLFH WKH DPRXQW RI WKH UHOHYDQW LQY
LIl WKH YLRODWLRQ LV PDGH E\ D OHJDO HQWLW\

YXUWKHU DQ\ LQYHVWPHQW

L E\ D DQ\ QRQ JUHQFK FLWL]JHQ E DQ\)UHQFK FLWL]JHQ QRW UHVLGLQJ LQ )U
JUHQFK HQWLW\ FRQWUROOHG E\ RQH Rl WKH DIRUHPHQWLRQHG SHUVRQV RU HQW
LL WKDW ZLOO UHVXOW LQ WKH UHOHYDQW LQYHVWRU D DFTXLULQJ FRQWURO
RI D EXVLQHVV OLQH RI DQ HQWLW\ UHJLVWHUHG LQ J)UDQFH RU F IRU QRQ (8 RUL
LQGLUHFWO\ DORQH RU LQ FRQFHUW D WKUHVKROG Rl YRWLQJ ULJKWV LQ DQ
LLL GHYHORSLQJ DFWLYLWLHV LQ FHUWDLQ VWUDWHJILF LQGXVWULHV UHODWHG
LQWHUHVWYV SDUWLFLSDWLQJ LQ WKH H[HUFLVH RI RIILFLDO DXWKRULW\ RU DUH
LQFOXGLQJ ZHDSRQV GRXEOH XVH LWHPV ,7 VIVWHPV FU\SWRORJ\ GDWH FDSW
VWRUDJH Rl GDWD E DFWLYLWLHY UHODWLQJ WR HVVHQWLDO LQIUDVWUXFWXU
WUDQVSRUWDWLRQ VSDFH WHOHFRP SXEOLF KHDOWK IDUP SURGXFWV RU PHGL
UHODWHG WR FULWLFDO WHFKQRORJLHV LQFOXGLQJ F\EHUVHFXULW\ DUWLILFLD
VHPLFRQGXFWRUV TXDQWXP WHFKQRORJLHV HQHUJ\ VWRUDJH RU ELRWHFKQROR
LV VXEMHFW WR WKH SULRU DXWKRUL]JDWLRQ RI WKH JUHQFK OLQLVWU\ RI (FRQRP
FHUWDLQ XQGHUWDNLQJV

,Q WKH FRQWH[W RI WKH RQJRLQJ &29,' SDQGHPLF WKH 'HFUHH GOFUHW Qp

E\ WKH '"HFUHH GOFUHW Qp GDWHG 6HSWHPEHU KDV FUHDWHG XQWLO 'HF
RI WKH YRWLQJ ULJKWV IRU WKH QRQ (XURSHDQ LQYHVWPHQWY LQ OLVWHG FRPSI
WKUHVKROG 2Q 1RYHPEHU WKH )UHQFK OLQLVWU\ RI (FRQRP\ LQIRUPHG XV
IRUHLJQ LQYHVWPHQW FRQWURO UHJLPH GHVFULEHG DERYH 7KHUHIRUH LQYHVW
WKH DERYH WKUHVKROGYV E\ LQYHVWRUV PHHWLQJ WKH DERYH FULWHULD DUH VXI
Rl (FRQRP\

$ IDVW WUDFN SURFHGXUH VKDOO DSSO\ IRU DQ\ QRQ (XURSHDQ LQYHVWRU H[FHH
WKH OLQLVWHU RI (FRQRP\ ZKR ZLOO WKHQ KDYH GD\V WR GHFLGH ZKHWKHU RU
IXUWKHU H[DPLQDWLRQ

,Q WKH DEVHQFH RI VXFK DXWKRUL]DWLRQ WKH UHOHYDQW LQYHVWPHQW VKDOO
PD\ EH IRXQG FULPLQDOO\ OLDEOH DQG PD\ EH VDQFWLRQHG ZLWK D ILQH QRW Wi
L WZLFH WKH DPRXQW RI WKH UHOHYDQW LQYHVWPHQW LL Rl WKH WDUJHW
LLL PLOOLRQ IRU D FRPSDQ\ RU PLOOLRQ IRU D QDWXUDO SHUVRQ

$VVLIQPHQW DQG 7UDQVIHU Rl 6KDUHVY 6KDUHV DUH IUHHO\ QHJRWLDEOH VXEMH
SURYLVLRQV LQFOXGLQJ LQ SDUWLFXODU WKH SURKLELWLRQ RQ LQVLGHU WUD(

'LITHUHQFHV LQ &RUSRUDWH /DZ

7KH ODZV DSSOLFDEOH WR )UHQFK VRFLOW®OV DQRQ\PHV GLIIHU IURP ODZV DSSOL
VKDUHKROGHUYV 6HW IRUWK EHORZ LV D VXPPDU\ RI FHUWDLQ GLIITHUHQFHYV EHWZ
&RGH DSSOLFDEOH WR XV DQG WKH '"HODZDUH *HQHUDO &RUSRUDWLRQ /DZ UHODWV
7KLV VXPPDU\ LV QRW LQWHQGHG WR EH D FRPSOHWH GLVFXVVLRQ RI WKH UHVSH
UHIHUHQFH WR '"HODZDUH ODZ DQG )UHQFK ODZ
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'(6&5,37,21 2) $0(5,&%$1 '(326,7$5< 6+$5(6

7KH GHVFULSWLRQ EHORZ UHIOHFWV FHUWDLQ WHUPV RI WKH '"HSRVLW $JUHHPHQ
Rl RXU $'6V

*HQHUDO

(DFK $'6 UHSUHVHQWY WKH ULJKW WR UHFHLYH DQG WR H[HUFLVH WKH EHQHILFL
GHSRVLW ZLWK WKH GHSRVLWDU\ DQG RU &XVWRGLDQ $Q $'6 DOVR UHSUHVHQWYV
EHQHILFLDO LQWHUHVWY LQ DQ\ RWKHU SURSHUW\ UHFHLYHG E\ WKH GHSRVLWD
WKH $'6 EXW WKDW KDV QRW EHHQ GLVWULEXWHG WR WKH RZQHUV RI $'6V EHFDX)
FRQVLGHUDWLRQV 7KH &XVWRGLDQ WKH GHSRVLWDU\ DQG WKHLU UHVSHFWLYH |
EHQHILW RI WKH KROGHUY DQG EHQHILFLDO RZQHUV RI $'6V 7KH GHSRVLWHG SUFR
DVVHWVY RI WKH GHSRVLWDU\ WKH &XVWRGLDQ RU WKHLU QRPLQHHYV

%HQHILFLDO RZQHUVKLS LQ WKH GHSRVLWHG SURSHUW\ ZLOO XQGHU WKH WHUPYV
EHQHILFLDO RZQHUV RI WKH $'6V 7KH GHSRVLWDU\ WKH &XVWRGLDQ DQG WKHLU
KROGHUV RI WKH GHSRVLWHG SURSHUW\ UHSUHVHQWHG E\ WKH $'6V IRU WKH EHQ
FRUUHVSRQGLQJ $'6V $ EHQHILFLDO RZQHU RI $'6V PD\ RU PD\ QRW EH WKH KROG
$'6V ZLOO EH DEOH WR UHFHLYH DQG WR H[HUFLVH EHQHILFLDO RZQHUVKLS LQW!|
WKH UHJLVWHUHG KROGHUV RI WKH $'6V WKH UHJLVWHUHG KROGHUV RI WKH $'6V
WKURXJK WKH GHSRVLWDU\ DQG WKH GHSRVLWDU\ RQ EHKDOI RI WKH RZQHUV RI
WKURXJK WKH &XVWRGLDQ RU WKHLU UHVSHFWLYH QRPLQHHYVY LQ HDFK FDVH XSR

$Q RZQHU RI $'6V ZLOO QRW EH WUHDWHG DV RQH RI RXU VKDUHKROGHUV DQG ZL
GHSRVLWDU\ ZLOO KROG RQ VXFK RZQHUxV EHKDOIl WKH VKDUHKROGHU ULJKWYV D
RZQHUxV $'6V $FFRUGLQJO\ DQ RZQHU RI $'6V ZLOO EH DEOH WR H[HUFLVH WKH \
UHSUHVHQWHG E\ VXFK RZQHUxV $'6V WKURXJK WKH GHSRVLWDU\ RQO\ WR WKH H
7R H[HUFLVH DQ\ VKDUHKROGHU ULJKWV QRW FRQWHPSODWHG LQ WKH '"HSRVLW $.
WKH FDQFHOODWLRQ RI VXFK RZQHUxV $'6V DQG EHFRPH D GLUHFW VKDUHKROGH!

7KLV VXPPDU\ GHVFULSWLRQ DVVXPHV $'6V DUH RZQHG GLUHFWO\ E\ PHDQV RI DQ
DQG DV VXFK VXFK RZQHU LV UHIHUUHG WR DV WKH UKROGHU U $'6V PD\ DOVR E
RZQHUxV QDPH WKURXJK D EURNHUDJH RU VDIHNHHSLQJ DFFRXQW RU WKURXJK
VXFK RZQHUxV QDPH UHIOHFWLQJ WKH UHJLVWUDWLRQ RI XQFHUWLILFDWHG $'6V
FRPPRQO\ UHIHUUHG WR DV WKH GLUHFW UHJLVWUDWLRQ V\VWHP RU '56

'LYLGHQGYV DQG 'LVWULEXWLRQV

$ KROGHU RI $'6V JHQHUDOO\ KDV WKH ULJKW WR UHFHLYH WKH GLVWULEXWLRQV
&XVWRGLDQ $ KROGHUxV UHFHLSW RI WKHVH GLVWULEXWLRQV PD\ EH OLPLWHG
OLPLWDWLRQV +ROGHUV RI $'6V ZLOO UHFHLYH VXFK GLVWULEXWLRQV XQGHU WK
WKH QXPEHU RI RUGLQDU\ VKDUHV UHSUHVHQWHG E\ WKH $'6V KHOG E\ VXFK KRO(
GHGXFWLRQ RI WKH DSSOLFDEOH IHHVY WD[HV DQG H[SHQVHV

'LVWULEXWLRQV RI &DVK

"KHQHYHU ZH PDNH D FDVK GLVWULEXWLRQ IRU WKH VHFXULWLHY RQ GHSRVLW ZL
WKH &XVWRGLDQ 8SRQ UHFHLSW RI FRQILUPDWLRQ RI WKH GHSRVLW RI WKH UHT.
IXQGY WR EH FRQYHUWHG LQWR 8 6 GROODUYV DQG IRU WKH GLVWULEXWLRQ RI W
ODzZV DQG UHIJXODWLRQYV

7KH FRQYHUVLRQ LQWR 8 6 GROODUYV ZLOO WDNH SODFH RQO\ LI SUDFWLFDEOH D
6WDWHYVY 7KH GHSRVLWDU\ ZLOO DSSO\ WKH VDPH PHWKRG IRU GLVWULEXWLQJ Wt
XQGLVWULEXWHG ULJKWV KHOG E\ WKH &XVWRGLDQ LQ UHVSHFW RI VHFXULWLHYV

7KH GLVWULEXWLRQ RI FDVK ZLOO EH PDGH QHW RI WKH IHHV H[SHQVHV WD[HV I
XQGHU WKH WHUPV RI WKH '"HSRVLW $JUHHPHQW 7KH GHSRVLWDU\ ZLOO KROG DQ
QRQ LOWHUHVW EHDULQJ DFFRXQW IRU WKH EHQHILW RI WKH DSSOLFDEOH KROGF



([KLELW

GLVWULEXWLRQ FDQ EH HIITHFWHG RU WKH IXQGVY WKDW WKH GHSRVLWDU\ KROGV
DFFRUGDQFH ZLWK WKH ODZV RI WKH UHOHYDQW VWDWHV RI WKH 8QLWHG 6WDWH

'LVWULEXWLRQV RI 6KDUHYV

:KHQHYHU ZH PDNH D I[UHH GLVWULEXWLRQ RI RUGLQDU\ VKDUHV IRU WKH VHFXUL
GHSRVLW WKH DSSOLFDEOH QXPEHU RI RUGLQDU\ VKDUHV ZLWK WKH &XVWRGLDQ
WKH GHSRVLWDU\ ZLOO HLWKHU GLVWULEXWH WR KROGHUV QHZ $'6V UHSUHVHQW
$'6 WR RUGLQDU\ VKDUH UDWLR LQ ZKLFK FDVH HDFK $'6 D KROGHU KROGV ZLOO
DGGLWLRQDO RUGLQDU\ VKDUHVY VR GHSRVLWHG 2QO\ ZKROH QHZ $'6V ZLOO EH G
DQG WKH SURFHHGV RI VXFK VDOH ZLOO EH GLVWULEXWHG DV LQ WKH FDVH RI D |

7KH GLVWULEXWLRQ RI QHZ $'6V RU WKH PRGLILFDWLRQ RI WKH $'6 WR RUGLQDU\
VKDUHV ZLOO EH PDGH QHW RI WKH IHHV H[SHQVHV WD[HV DQG JRYHUQPHQWDO
Rl WKH '"HSRVLW $JUHHPHQW ,Q RUGHU WR SD\ VXFK WD[HV RU JRYHUQPHQWDO F|
SRUWLRQ RI WKH QHZ RUGLQDU\ VKDUHYVY VR GLVWULEXWHG

1R VXFK GLVWULEXWLRQ RI QHZ $'6V ZLOO EH PDGH LI LW ZRXOG YLRODWH D ODZ
RSHUDWLRQDOO\ SUDFWLFDEOH ,I| WKH GHSRVLWDU\ GRHY QRW GLVWULEXWH QH:
VKDUHY UHFHLYHG XSRQ WKH WHUPV GHVFULEHG LQ WKH 'HSRVLW $JUHHPHQW DQC
WKH FDVH RI D GLVWULEXWLRQ RI FDVK

'LVWULEXWLRQV RI 5LIJKWYV

KHQHYHU ZH LQWHQG WR GLVWULEXWH ULJKWV WR SXUFKDVH DGGLWLRQDO RUGI
ZDUUDQWVY ERQV GH VRXVFULSWLRQ GxDFWLRQV O%6%$V ZH ZLOO JLYH SULRU Q
GHSRVLWDU\ LQ GHWHUPLQLQJ ZKHWKHU LW LV ODZIXO DQG UHDVRQDEO\ SUDFWL
$'6V WR KROGHUV

7KH GHSRVLWDU\ ZLOO HVWDEOLVK SURFHGXUHV WR GLVWULEXWH ULJKWV WR SX
VXFK KROGHUV WR H[HUFLVH VXFK ULJKWV LI LW LV ODZIXO DQG UHDVRQDEO\ SUL
$'6V DQG LI ZH SURYLGH DOO RI WKH GRFXPHQWDWLRQ FRQWHPSODWHG LQ WKH

DGGUHVV WKH ODZIXOQHVV RI WKH WUDQVDFWLRQ $ KROGHU PD\ KDYH WR SD\ It
FKDUJHV WR VXEVFULEH IRU WKH QHZ $'6V XSRQ WKH H[HUFLVH RI VXFK KROGHU x
HYVWDEOLVK SURFHGXUHV WR IDFLOLWDWH WKH GLVWULEXWLRQ DQG H[HUFLVH E\
RWKHU WKDQ LQ WKH IRUP RI $'6V

7KH GHSRVLWDU\ ZLOO QRW GLVWULEXWH WKH ULJKWV WR D KROGHU LI
aZH GR QRW WLPHO\ UHTXHVW WKDW WKH ULJKWV EH GLVWULEXWHG WR KR
GLVWULEXWHG WR KROGHUV RU
a ZH IDLO WR GHOLYHU VDWLVIDFWRU\ GRFXPHQWY WR WKH GHSRVLWDU\ R
alLwLV QRW UHDVRQDEO\ SUDFWLFDEOH WR GLVWULEXWH WKH ULJKWV

7KH GHSRVLWDU\ ZLOO VHOO WKH ULJKWV WKDW DUH QRW H[HUFLVHG RU QRW GL
SUDFWLFDEOH 7KH SURFHHGV RI VXFK VDOH ZLOO EH GLVWULEXWHG WR KROGHU
GHSRVLWDU\ LV XQDEOH WR VHOO WKH ULJKWV LW ZLOO DOORZ WKH ULJKWV WR

(OHFWLYH 'LVWULEXWLRQV

:KHQHYHU ZH LQWHQG WR GLVWULEXWH D GLYLGHQG SD\DEOH DW WKH HOHFWLRQ
VKDUHV ZH ZLOO JLYH SULRU QRWLFH WKHUHRI WR WKH GHSRVLWDU\ DQG ZLOO 1
EH PDGH DYDLODEOH WR KROGHUV ,Q VXFK FDVH ZH ZLOO DVVLVW WKH GHSRVLYV
ODZIXO DQG SUDFWLFDEOH

7KH GHSRVLWDU\ ZLOO PDNH WKH HOHFWLRQ DYDLODEOH WR KROGHUV RQO\ LI LV
DOO RI WKH GRFXPHQWDWLRQ FRQWHPSODWHG LQ WKH '"HSRVLW $JUHHPHQW ,Q V
SURFHGXUHV WR HQDEOH KROGHUV WR HOHFW WR UHFHLYH HLWKHU FDVK RU DGC
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'"HSRVLW $JUHHPHQW

,] WKH HOHFWLRQ LV QRW PDGH DYDLODEOH WR KROGHUV VXFK KROGHUV ZLOO U
ZKDW D VKDUHKROGHU LQ )UDQFH ZRXOG UHFHLYH XSRQ IDLOLQJ WR PDNH DQ HO
$IJUHHPHQW

2WKHU "LVWULEXWLRQV

:KHQHYHU ZH LOQWHQG WR GLVWULEXWH SURSHUW\ RWKHU WKDQ FDVK RUGLQDU\
VKDUHV ZH ZLOO QRWLI\ WKH GHSRVLWDU\ LQ DGYDQFH DQG ZLOO LQGLFDWH ZKt
KROGHUV ,I VR ZH ZLOO DVVLVW WKH GHSRVLWDU\ LQ GHWHUPLQLQJ ZKHWKHU V
UHDVRQDEO\ SUDFWLFDEOH

,/ LWLV UHDVRQDEO\ SUDFWLFDEOH WR GLVWULEXWH VXFK SURSHUW\ WR KROGH!
FROQWHPSODWHG LQ WKH 'HSRVLW $JUHHPHQW WKH GHSRVLWDU\ ZLOO GLVWULEX
SUDFWLFDEOH

7KH GLVWULEXWLRQ ZLOO EH PDGH QHW RI IHHV H[SHQVHV WD[HV DQG JRYHUQP
WHUPV RI WKH '"HSRVLW $JUHHPHQW ,Q RUGHU WR SD\ VXFK WD[HV DQG JRYHUQP|
DOO RU D SRUWLRQ RI WKH SURSHUW\ UHFHLYHG

7KH GHSRVLWDU\ ZLOO QRW GLVWULEXWH WKH SURSHUW\ WR KROGHUVY DQG ZLOO
a ZH GR QRW UHTXHVW WKDW WKH SURSHUW\ EH GLVWULEXWHG WR KROGHU
WR KROGHUV RU
aZH GR QRW GHOLYHU VDWLVIDFWRU\ GRFXPHQWY WR WKH GHSRVLWDU\ ED
a WKH GHSRVLWDU\ GHWHUPLQHVY WKDW DOO RU D SRUWLRQ RI WKH GLVWUL

7KH SURFHHGV RI VXFK D VDOH ZLOO EH GLVWULEXWHG WR KROGHUV DV LQ WKH ¥
5HGHPSWLRQ

:KHQHYHU ZH GHFLGH WR UHGHHP DQ\ RI WKH VHFEXULWLHY RQ GHSRVLW ZLWK WK
DGYDQFH ,I LW LV SUDFWLFDEOH DQG LI ZH SURYLGH DOO RI WKH GRFXPHQWDWL
GHSRVLWDU\ ZLOO SURYLGH QRWLFH RI WKH UHGHPSWLRQ WR WKH KROGHUV

7KH &XVWRGLDQ ZLOO EH LQVWUXFWHG WR VXUUHQGHU WKH VKDUHV EHLQJ UHGH
UHGHPSWLRQ SULFH 7KH GHSRVLWDU\ ZLOO FRQYHUW WKH UHGHPSWLRQ IXQGV U
'"HSRVLW $JUHHPHQW DQG ZLOO HVWDEOLVK SURFHGXUHV WR HQDEOH KROGHUV W
XSRQ VXUUHQGHU RI WKHLU $'6V WR WKH GHSRVLWDU\ +ROGHUV PD\ KDYH WR SD
JRYHUQPHQWDO FKDUJHV XSRQ WKH UHGHPSWLRQ RI WKHLU $'6V ,I OHVV WKDQ D
UHWLUHG ZLOO EH VHOHFWHG E\ ORW RU RQ D SUR UDWD EDVLVY DV WKH GHSRVL!

&KDQJHV $IIHFWLQJ 2UGLQDU\ 6KDUHV

7KH RUGLQDU\ VKDUHY KHOG RQ GHSRVLW IRU D KROGHUxV $'6V PD\ FKDQJH IURP
FKDQJH LQ QRPLQDO RU SDU YDOXH D VSOLW XS FDQFHOODWLRQ FRQVROLGDWL
UHFDSLWDOL]DWLRQ UHRUJDQL]DWLRQ PHUJHU FRQVROLGDWLRQ RU VDOH RI DV

, ] DQ\ VXFK FKDQJH ZHUH WR RFFXU VXFK KROGHUxV $'6V ZRX0OG WR WKH H[WHQ'
UHFHLYH WKH SURSHUW\ UHFHLYHG RU H[FKDQJHG LQ UHVSHFW RI WKH RUGLQDU\
VXFK FLUFXPVWDQFHY GHOLYHU QHZ $'6V WR VXFK KROGHU DPHQG WKH '"HSRVLW
UHJLVWUDWLRQ VWDWHPHQW V RQ )RUP ) FDOO IRU WKH H[FKDQJH RI VXFK KRC
DQ\ RWKHU DFWLRQV WKDW DUH DSSURSULDWH WR UHIOHFW DV WR WKH $'6V WKH
GHSRVLW IRU VXFK KROGHUxV $'6V ,I| WKH GHSRVLWDU\ EDQN PD\ QRW ODZIXOO\
GHSRVLWDU\ PD\ VHOO VXFK SURSHUW\ DQG GLVWULEXWH WKH QHW SURFHHGV Wi
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,VVXDQFH RI $'6V XSRQ '"HSRVLW RI 2UGLQDU\ 6KDUHV

7KH GHSRVLWDU\ PD\ FUHDWH $'6V RQ D KROGHUxV EHKDOI LI VXFK KROGHU RU V)
ZLWK WKH &XVWRGLDQ 7KH GHSRVLWDU\ ZLOO GHOLYHU WKHVH $'6V WR WKH SHU
SD\V DQ\ DSSOLFDEOH LVVXDQFH IHHVY DQG DQ\ FKDUJHV DQG WD[HV SD\DEOH IRU
&XVWRGLDQ $ KROGHUxV DELOLW\ WR GHSRVLW RUGLQDU\ VKDUHY DQG UHFHLYH
FRQVLGHUDWLRQV DSSOLFDEOH DW WKH WLPH RI GHSRVLW

7KH LVVXDQFH RI $'6V PD\ EH GHOD\HG XQWLO WKH GHSRVLWDU\ RU WKH &XVWRG|
DSSURYDOV KDYH EHHQ JLYHQ DQG WKDW WKH RUGLQDU\ VKDUHYVY KDYH EHHQ GXC

7KH GHSRVLWDU\ ZLOO RQO\ LVVXH $'6V LQ ZKROH QXPEHUV

:KHQ D KROGHU PDNHV D GHSRVLW RI RUGLQDU\ VKDUHVY VXFK KROGHU ZLOO EH
WR WKH GHSRVLWDU\ $FFRUGLQJO\ VXFK KROGHU ZLOO EH GHHPHG WR UHSUHVH

a 7KH RUGLQDU\ VKDUHYVY DUH GXO\ DXWKRUL]JHG YDOLGO\ LVVXHG IXOO\ S[

a $00 SUHHPSWLYH DQG VLPLODU ULJKWV LI DQ\ ZLWK UHVSHFW WR VXFK
H[HUFLVHG

a 6XFK KROGHU LV GXO\ bDXWKRUL]J]HG WR GHSRVLW WKH RUGLQDU\ VKDUHV

a 7KH RUGLQDU\ VKDUHV SUHVHQWHG IRU GHSRVLW DUH IUHH DQG FOHDU RI
FKDUJH PRUWJDJH RU DGYHUVH FODLP DQG DUH QRW DQG WKH $'6V LVVXDEOH X
VHFXULWLHVU DV GHILQHG LQ WKH '"HSRVLW $JUHHPHQW

a 7KH RUGLQDU\ VKDUHV SUHVHQWHG IRU GHSRVLW KDYH QRW EHHQ VWULS!
, ] DQ\ RI WKH UHSUHVHQWDWLRQV RU ZDUUDQWLHY DUH LQFRUUHFW LQ DQ\ ZD\ 7
DQG H[SHQVH WDNH DQ\ DQG DOO DFWLRQV QHFHVVDU\ WR FRUUHFW WKH FRQVH

7UDQVIHU &RPELQDWLRQ DQG 6SOLW 8S RI $'5V

$Q $'5 KROGHU ZLOO EH HQWLWOHG WR WUDQVIHU FRPELQH RU VSOLW XS VXFK K
JRU WUDQVIHUV RI $'5V D KROGHU ZLOO KDYH WR VXUUHQGHU WKH $'5V WR EH W
a HQVXUH WKDW WKH VXUUHQGHUHG $'5 LV SURSHUO\ HQGRUVHG RU RWKHU
a SURYLGH VXFK SURRI RI LGHQWLW\ DQG JHQXLQHQHVV RI VLIQDWXUHYV DV
a SURYLGH DQ\ WUDQVIHU VWDPSVY UHTXLUHG E\ WKH 6WDWH RI 1HZ <RUN R
a SD\ bOO DSSOLFDEOH IHHV FKDUJHV H[SHQVHV WD[HV DQG RWKHU JRYH!
SXUVXDQW WR WKH WHUPV RI WKH '"HSRVLW $JUHHPHQW XSRQ WKH WUDQVIHU RI

7R KDYH $'5V HLWKHU FRPELQHG RU VSOLW XS D KROGHU PXVW VXUUHQGHU WKH
KROGHUxV UHTXHVW WR KDYH WKHP FRPELQHG RU VSOLW XS DQG VXFK KROGHU |
H[SHQVHV SD\DEOH E\ $'5 KROGHUV SXUVXDQW WR WKH WHUPV RI WKH 'HSRVLW $
$'5V

:LWKGUDZDO RI 2UGLQDU\ 6KDUHVY 8SRQ &DQFHOODWLRQ RI $'6V

$ KROGHU ZLOO EH HQWLWOHG WR SUHVHQW VXFK KROGHUxV $'6V WR WKH GHSRV
FRUUHVSRQGLQJ QXPEHU RI XQGHUO\LQJ RUGLQDU\ VKDUHVY DW WKH &XVWRGLDQ>
RUGLQDU\ VKDUHVY KHOG LQ UHVSHFW RI WKH $'6V PD\ EH OLPLWHG E\ 8 6 DQG )U
WLPH RI ZLWKGUDZDO ,Q RUGHU WR ZLWKGUDZ WKH RUGLQDU\ VKDUHV UHSUHVH(
UHTXLUHG WR SD\ WR WKH GHSRVLWDU\ WKH IHHV IRU FDQFHOODWLRQ RI $'6V DQ
WUDQVIHU RI WKH RUGLQDU\ VKDUHV EHLQJ ZLWKGUDZQ +ROGHUV DVVXPH WKH U
ZLWKGUDZDO 2QFH FDQFHOHG WKH $'6V ZLOO QRW KDYH DQ\ ULJKWV XQGHU WKF

.| D KROGHU KROGV $'6V UHJLVWHUHG LQ VXFK KROGHUXxV QDPH WKH GHSRVLWDU
LGHQWLW)\ DQG JHQXLQHQHVV RI DQ\ VLIQDWXUH DQG VXFK RWKHU GRFXPHQWV D
LW ZLOO FDQFHO VXFK KROGHUxXV $'6V 7KH ZLWKGUDZDO RI WKH RUGLQDU\ VKDUI
GHOD\HG XQWLO WKH GHSRVLWDU\ UHFHLYHV VDWLVIDFWRU\ HYLGHQFH RI FRPSO
GHSRVLWDU\ ZLOO RQO\ DFFHSW $'6V IRU FDQFHOODWLRQ WKDW UHSUHVHQW D Z}

$ KROGHU ZLOO KDYH WKH ULJKW WR ZLWKGUDZ WKH VHFXULWLHV UHSUHVHQWHG
a WHPSRUDU\ GHOD\V WKDW PD\ DULVH EHFDXVH WKH WUDQVIHU ERRNV |
FORVHG RU RUGLQDU\ VKDUHVY DUH LPPRELOL]J]HG RQ DFFRXQW RI D VKDUHKRO
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a REOLJDWLRQV WR SD\ IHHV WD[HV DQG VLPLODU FKDUJHV RU
a UHVWULFWLRQV LPSRVHG EHFDXVH RI ODZV RU UHJXODWLRQV DSSOLFDEO
GHSRVLW

7KH '"HSRVLW $JUHHPHQW PD\ QRW EH PRGLILHG WR LPSDLU D KROGHUxV ULJKW W
KROGHUxV $'6V H[FHSW WR FRPSO\ ZLWK PDQGDWRU\ SURYLVLRQV RI ODZ

9RWLQJ 5LIKWV

$ KROGHU JHQHUDOO\ KDV WKH ULJKW XQGHU WKH '"HSRVLW $JUHHPHQW WR LQVW
IRU WKH RUGLQDU\ VKDUHVY UHSUHVHQWHG E\ VXFK KROGHUXV $'6V

$W RXU UHTXHVW WKH GHSRVLWDU\ ZLOO GLVWULEXWH WR KROGHUV DQ\ QRWLFF}
ZLWK LQIRUPDWLRQ H[SODLQLQJ KRZ WR LQVWUXFW WKH GHSRVLWDU\ WR H[HUFL
$'6V

, ] WKH GHSRVLWDU\ WLPHO\ UHFHLYHV YRWLQJ LQVWUXFWLRQV IURP D KROGHU R
SHUVRQ RU E\ SUR[\ UHSUHVHQWHG E\ WKH KROGHUXxV $'6V LQ DFFRUGDQFH ZLWHK

7KH DELOLW\ RI WKH GHSRVLWDU\ WR FDUU\ RXW YRWLQJ LQVWUXFWLRQV PD\ EH
WHUPV RI WKH VHFXULWLHYVY RQ GHSRVLW :H FDQQRW DVVXUH WKH KROGHUV RI $'
PDWHULDOV LQ WLPH WR HQDEOH VXFK KROGHU WR UHWXUQ YRWLQJ LQVWUXFWL|
, ] WKH GHSRVLWDU\ UHFHLYHV YRWLQJ LQVWUXFWLRQV IURP D KROGHU RI $'6V Wl
GHSRVLWDU\ LV WR YRWH WKH GHSRVLWDU\ ZLOO GHHP VXFK KROGHU XQOHVV R
KROGHUV WR KDYH LQVWUXFWHG WKH GHSRVLWDU\ WR YRWH LQ IDYRU RI DOO Ut
VXSHUYLVRU\ ERDUG :LWK UHVSHFW WR VHFXULWLHY UHSUHVHQWHG E\ $'6V IRU .
E\ WKH GHSRVLWDU\ IURP WKH KROGHU WKH GHSRVLWDU\ ZLOO XQOHVV RWKHUZ
GHHP VXFK KROGHU WR KDYH LQOVWUXFWHG WKH GHSRVLWDU\ WR JLYH D GLVFUHYV
WKH VHFEXULWLHV +RZHYHU QR VXFK GLVFUHWLRQDU\ SUR[\ ZLOO EH JLYHQ E\ W
YRWHG XSRQ DV WR ZKLFK ZH LQIRUP WKH GHSRVLWDU\ WKDW ZH GR QRW ZLVK V)
H[LVWV RU WKH ULJKWV RI KROGHUV RI VHFEXULWLHYV PD\ EH PDWHULDOO\ DGYHU"

$V ORQJ DV SXUVXDQW WR )UHQFK ODZ D GRXEOH YRWLQJ ULJKW LV DWWDFKHG
IRUP LQ WKH QDPH RI WKH VDPH VKDUHKROGHU IRU DW OHDVW WZR \HDUV RUGLQ
QRW EH HQWLWOHG WR GRXEOH YRWLQJ ULJKWV 7KHUHIRUH KROGHUV RI $'6V ZK
VXUUHQGHU WKHLU $'6V ZLWKGUDZ WKH GHSRVLWHG VKDUHVY DQG WDNH WKH QH
UHJLVWHUHG IRUP LQ WKH KROGHUxV QDPH IRU DW OHDVW WZR \HDUV

JHHY DQG &KDUJHV

+ROGHUV ZLOO EH UHTXLUHG WR SD\ FHUWDLQ IHHV XQGHU WKH WHUPV RI WKH 'H
DGYDQFH RI DOO DSSOLFDEOH IHHV E\ XV RU WKH GHSRVLWDU\

+ROGHUV ZLOO DOVR EH UHVSRQVLEOH WR SD\ FHUWDLQ IHHVY DQG H[SHQVHV LQF
JRYHUQPHQWDO FKDUJHV VXFK DV
a WD[HV LQFOXGLQJ DSSOLFDEOH LQWHUHVW DQG SHQDOWLHY DQG RWKHL
a WKH UHJLVWUDWLRQ IHHV DV PD\ I[IURP WLPH WR WLPH EH LQ HIIHFW IRU W
VKDUH UHJLVWHU DQG DSSOLFDEOH WR WUDQVIHUV RI RUGLQDU\ VKDUHV WR RU I
DQ\ QRPLQHHY XSRQ WKH PDNLQJ RI GHSRVLWY DQG ZLWKGUDZDOV UHVSHFWLYH
a FHUWDLQ FDEOH WHOH[ DQG IDFVLPLOH WUDQVPLVVLRQ DQG GHOLYHU\ H
a WKH H[SHQVHY DQG FKDUJHV LQFXUUHG E\ WKH GHSRVLWDU\ LQ WKH FRQY
a WKH IHHVY DQG H[SHQVHV LQFXUUHG E\ WKH GHSRVLWDU\ LQ FRQQHFWLRQ
UHJXODWLRQV DQG RWKHU UHIJXODWRU\ UHTXLUHPHQWY DSSOLFDEOH WR RUGLQEL
a WKH IHHVY DQG H[SHQVHV LQFXUUHG E\ WKH GHSRVLWDU\ WKH &XVWRGLDC
VHUYLFLQJ RU GHOLYHU\ RI GHSRVLWHG SURSHUW\

$'6 IHHV DQG FKDUJHV SD\DEOH XSRQ GHSRVLW RI RUGLQDU\ VKDUHYV DJDLQVW
$'6V IRU FDQFHOODWLRQ DQG ZLWKGUDZDO RI RUGLQDU\ VKDUHYVY DUH FKDUJHG W
LQ WKH FDVH RI $'6 LVVXDQFHVY DQG WR WKH SHUVRQ ZKR GHOLYHUV WKH $'6 IR
FDQFHOODWLRQV ,Q WKH FDVH RI $'6V LVVXHG E\ WKH GHSRVLWDU\ LQWR '7& RU
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$'6 LVVXDQFH DQG FDQFHOODWLRQ IHHVY DQG FKDUJHV PD\ EH GHGXFWHG IURP GL
EH FKDUJHG WR WKH '7& SDUWLFLSDQW V UHFHLYLQJ WKH $'6V RU WKH '7& SDUW
FDQFHOODWLRQ DV WKH FDVH PD\ EH RQ EHKDOI RI WKH EHQHILFLDO RZQHU V L
WKH DFFRXQW V Rl WKH DSSOLFDEOH EHQHILFLDO RZQHU V LQ DFFRUGDQFH ZLW
SDUWLFLSDQW V DV LQ HIIHFW DW WKH WLPH $'6 IHHVY DQG FKDUJHV LQ UHVSHFV
FKDUJHG WR WKH KROGHUV DV RI WKH DSSOLFDEOH $'6 UHFRUG GDWH ,Q WKH FD
DSSOLFDEOH $'6 IHHV DQG FKDUJHV LV GHGXFWHG IURP WKH IXQGV EHLQJ GLVWU
WKDQ FDVK DQG WKH $'6 VHUYLFH IHH KROGHUV DV RI WKH $'6 UHFRUG GDWH
IHHY DQG FKDUJHV DQG VXFK $'6 IHHVY DQG FKDUJHV PD\ EH GHGXFWHG IURP GLVYV
$'6V KHOG WKURXJK '7& WKH $'6 IHHV DQG FKDUJHV IRU GLVWULEXWLRQV RWKHU
GHGXFWHG IURP GLVWULEXWLRQV PDGH WKURXJK '7& DQG PD\ EH FKDUJHG WR W
SURFHGXUHVY DQG SUDFWLFHYVY SUHVFULEHG E\ '7& DQG WKH '7& SDUWLFLSDQWYV L¢
DQG FKDUJHV WR WKH EHQHILFLDO RZQHUV IRU ZKRP WKH\ KROG $'6V

,Q WKH HYHQW RI UHIXVDO WR SD\ WKH GHSRVLWDU\ IHHVY WKH GHSRVLWDU\ PD\
UHIXVH WKH UHTXHVWHG VHUYLFH XQWLO SD\PHQW LV UHFHLYHG RU PD\ VHW RII
GLVWULEXWLRQ WR EH PDGH WR WKH KROGHU

7KH GHSRVLWDU\ PD\ UHLPEXUVH XV IRU FHUWDLQ H[SHQVHV LQFXUUHG E\ XV LQ
DYDLODEOH D SRUWLRQ RI WKH $'6 IHHV FKDUJHG LQ UHVSHFW RI WKH $'5 SURJUL
FRQGLWLRQV DV ZH DQG WKH GHSRVLWDU\ DJUHH IURP WLPH WR WLPH

$PHQGPHQWYV DQG 7THUPLQDWLRQ

:H PD\ DJUHH ZLWK WKH GHSRVLWDU\ WR PRGLI\ WKH '"HSRVLW $JUHHPHQW DW DQ'
XQGHUWDNH WR JLYH KROGHUYV GD\Vx SULRU QRWLFH RI DQ\ PRGLILFDWLRQV W
VXEVWDQWLDO ULJKWV XQGHU WKH 'HSRVLW $JUHHPHQW :H ZLOO QRW FRQVLGHU
ULJKWV DQ\ PRGLILFDWLRQV RU VXSSOHPHQWY WKDW DUH UHDVRQDEO\ QHFHVVD!
6HFXULWLHV $FW RU WR EH HOLJLEOH IRU ERRN HQWU\ VHWWOHPHQW LQ HDFK F|
FKDUJHV KROGHUV DUH UHTXLUHG WR SD\ ,Q DGGLWLRQ ZH PD\ QRW EH DEOH WHF
PRGLILFDWLRQV RU VXSSOHPHQWYV WKDW DUH UHTXLUHG WR DFFRPPRGDWH FRPS!

+ROGHUV ZLOO EH ERXQG E\ WKH PRGLILFDWLRQV WR WKH '"HSRVLW $JUHHPHQW L
PRGLILFDWLRQV WR WKH '"HSRVLW $JUHHPHQW EHFRPH HIIHFWLYH 7KH 'HSRVLW $
KROGHUV IURP ZLWKGUDZLQJ WKH RUGLQDU\ VKDUHVY UHSUHVHQWHG E\ WKHLU $'€

‘H KDYH WKH ULJKW WR GLUHFW WKH GHSRVLWDU\ WR WHUPLQDWH WKH "HSRVLW
FLUFXPVWDQFHY RQ LWV RZQ LQLWLDWLYH WHUPLQDWH WKH '"HSRVLW $JUHHPHQW
WKH KROGHUV DW OHDVW GD\V EHIRUH WHUPLQDWLRQ 8QWLO WHUPLQDWLRQ |
XQDIIHFWHG

$IWHU WHUPLQDWLRQ WKH GHSRVLWDU\ ZLOO FRQWLQXH WR FROOHFW GLVWULE>
XQWLO D KROGHU UHTXHVWY WKH FDQFHOODWLRQ RI VXFK KROGHUxV $'6V DQG P
VDOH WKH GHSRVLWDU\ ZLOO KROG WKH SURFHHGV IURP VXFK VDOH DQG DQ\ RW
QRQ LQWHUHVW EHDULQJ DFFRXQW $W WKDW SRLQW WKH GHSRVLWDU\ ZLOO KD)
DFFRXQW IRU WKH IXQGVY WKHQ KHOG IRU WKH KROGHUV RI $'6V VWLOO RXWVWDQ
H[SHQVHV

%RRNV RI '"THSRVLWDU\

7KH GHSRVLWDU\ ZLOO PDLQWDLQ KROGHU UHFRUGY DW LWV GHSRVLWDU\ RIILFH
GXULQJ UHJXODU EXVLQHVV KRXUV EXW VROHO\ IRU WKH SXUSRVH RI FRPPXQLFD)
EXVLQHVV PDWWHUY UHODWLQJ WR WKH $'6V DQG WKH '"HSRVLW $JUHHPHQW

7KH GHSRVLWDU\ ZLOO PDLQWDLQ LQ 1HZ <RUN IDFLOLWLHVY WR UHFRUG DQG SUR
XS DQG WUDQVIHU RI $'6V 7KHVH IDFLOLWLHVY PD\ EH FORVHG IURP WLPH WR WLP
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/ILPLWDWLRQV RQ 2EOLJDWLRQV DQG /LDELOLWLHYV

7KH '"HSRVLW $JUHHPHQW OLPLWYV RXU REOLJDWLRQV DQG WKH GHSRVLWDU\xV RE

a:HDQG WKH GHSRVLWDU\ DUH REOLJDWHG RQO\ WR WDNH WKH DFWLRQV V
ZLWKRXW QHJOLJHQFH RU EDG IDLWK

a 7TKH GHSRVLWDU\ GLVFODLPVY DQ\ OLDELOLW\ IRU DQ\ IDLOXUH WR FDUU\ R
D YRWH LV FDVW RU IRU WKH HIIHFW RI DQ\ YRWH SURYLGHG LW DFWV LQ JRRG II
'"HSRVLW $JUHHPHQW

a 7TKH GHSRVLWDU\ GLVFODLPVY DQ\ OLDELOLW\ IRU DQ\ IDLOXUH WR GHWHUF
IRU WKH FRQWHQW RI DQ\ GRFXPHQW IRUZDUGHG WR KROGHUV RQ RXU EHKDOI RL
GRFXPHQW IRU WKH LQYHVWPHQW ULVNV DVVRFLDWHG ZLWK LQYHVWLQJ LQ RUG!
RUGLQDU\ VKDUHV IRU WKH PDUNHW YDOXH RI DQ\ RUGLQDU\ VKDUHV RU WKH PD
YDOXH RI DQ\ GLVWULEXWLRQ RQ DQ\ RUGLQDU\ VKDUHV IRU DQ\ LOQWHUHVW RQ F
LOQWHUHVW DFWXDOO\ UHFHLYHG E\ WKH GHSRVLWDU\ IRU DQ\ WD[ FRQVHTXHQFt
FUHGLW ZRUWKLQHVYV RI DQ\ WKLUG SDUW\ |IRU DOORZLQJ DQ\ ULJKWV WR ODSVH
WLPHOLQHVY RI DQ\ RI RXU QRWLFHVY RU IRU RXU IDLOXUH WR JLYH QRWLFH

a:HDQG WKH GHSRVLWDU\ ZLOO QRW EH REOLJDWHG WR SHUIRUP DQ\ DFW
'"HSRVLW $JUHHPHQW

a:HDQG WKH GHSRVLWDU\ GLVFODLP DQ\ OLDELOLW\ LI ZH WKH FXVWRGLD
IRUELGGHQ IURP RU VXEMHFW WR DQ\ FLYLO RU FULPLQDO SHQDOW\ RU UHVWUDL
DQ\ DFW RU WKLQJ UHTXLUHG E\ WKH WHUPV RI WKH '"HSRVLW $JUHHPHQW E\ UHD
ODZ RU UHJXODWLRQ RU E\ UHDVRQ RI SUHVHQW RU IXWXUH SURYLVLRQ RI DQ\ S
JRYHUQLQJ WKH VHFXULWLHV RQ GHSRVLW RU E\ UHDVRQ RI DQ\ DFW RI *RG RU Z

a:HDQG WKH GHSRVLWDU\ GLVFODLP DQ\ OLDELOLW\ E\ UHDVRQ RI DQ\ H[H!
GLVFUHWLRQ SURYLGHG IRU LQ WKH '"HSRVLW $JUHHPHQW RU LQ RXU %\ ODZV RU
RQ GHSRVLW

a:HDQG WKH GHSRVLWDU\ IXUWKHU GLVFODLP DQ\ OLDELOLW\ IRU DQ\ DFW
LQIRUPDWLRQ UHFHLYHG IURP OHJDO FRXQVHO DFFRXQWDQWY DQ\ SHUVRQ SUH’
RlI $'6V RU DXWKRUL]JHG UHSUHVHQWDWLYHV WKHUHRI RU DQ\ RWKHU SHUVRQ EH(
FRPSHWHQW WR JLYH VXFK DGYLFH RU LQIRUPDWLRQ

a:HDQG WKH GHSRVLWDU\ DOVR GLVFODLP OLDELOLW\ IRU WKH LQDELOLW\
RITHULQJ ULJKW RU RWKHU EHQHILW WKDW LV PDGH DYDLODEOH WR KROGHUV RI
'"HSRVLW $JUHHPHQW PDGH DYDLODEOH WR KROGHUV

a:HDQG WKH GHSRVLWDU\ PD\ UHO\ ZLWKRXW DQ\ OLDELOLW\ XSRQ DQ\ ZUl
EHOLHYHG WR EH JHQXLQH DQG WR KDYH EHHQ VLIQHG RU SUHVHQWHG E\ WKH S

a:HDQG WKH GHSRVLWDU\ DOVR GLVFODLP OLDELOLW\ IRU DQ\ DFWLRQ RU
VI\VWHP DQG DQ\ SDUWLFLSDQW RI VXFK VA\IVWHP IRU WKH RUGLQDU\ VKDUHV RU

a:HDQG WKH GHSRVLWDU\ DOVR GLVFODLP OLDELOLW\ IRU DQ\ FRQVHTXHQ
WKH WHUPV RI WKH '"HSRVLW $JUHHPHQW

a IRWKLQJ LQ WKH "HSRVLW $JUHHPHQW JLYHV ULVH WR D SDUWQHUVKLS R
UHODWLRQVKLS DPRQJ XV WKH GHSRVLWDU\ EDQN DQG KROGHUYV

a 1RWKLQJ LQ WKH GHSRVLW DJUHHPHQW SUHFOXGHV &LWLEDQN RU LWV DI
ZKLFK SDUWLHY DGYHUVH WR XV RU WKH KROGHUY KDYH LOQOWHUHVWY DQG QRWK|
GLVFORVH WKRVH WUDQVDFWLRQV RU DQ\ LQIRUPDWLRQ REWDLQHG LQ WKH FRX!
WR DFFRXQW IRU DQ\ SD\PHQW UHFHLYHG DV SDUW RI WKRVH WUDQVDFWLRQV

a 1R GLVFODLPHU RI DQ\ 6HFXULWLHV $FW OLDELOLW\ LV LQWHQGHG E\ DQ\

7D[HV

$ KROGHU ZLOO EH UHVSRQVLEOH IRU WKH WD[HVY DQG RWKHU JRYHUQPHQWDO FK
UHSUHVHQWHG E\ WKH $'6V :H WKH GHSRVLWDU\ DQG WKH &XVWRGLDQ PD\ GHGX
JRYHUQPHQWDO FKDUJHV SD\DEOH E\ KROGHUV DQG PD\ VHOO DQ\ DQG DOO SURS
JRYHUQPHQWDO FKDUJHV SD\DEOH E\ KROGHUV $ KROGHU ZLOO EH OLDEOH IRU D
WKH WD[HVY WKDW DUH GXH

7KH GHSRVLWDU\ PD\ UHIXVH WR LVVXH $'6V WR GHOLYHU WUDQVIHU VSOLW DQ(
GHSRVLW XQWLO DOO WD[HV DQG FKDUJHV DUH SDLG E\ WKH DSSOLFDEOH KROGH
UHDVRQDEOH DGPLQLVWUDWLYH DFWLRQV WR REWDLQ WD[ UHIXQGY DQG UHGXFH
EHKDOI +RZHYHU D KROGHU PD\ EH UHTXLUHG WR SURYLGH WR WKH GHSRVLWDU
DQG UHVLGHQFH DQG VXFK RWKHU LQIRUPDWLRQ DV WKH GHSRVLWDU\ DQG WKH &



([KLELW

$ KROGHU LV UHTXLUHG WR LQGHPQLI\ XV WKH GHSRVLWDU\ DQG WKH &XVWRGLD
DQ\ WD[ EHQHILW REWDLQHG IRU VXFK KROGHU

JRUHLJQ &XUUHQF\ &RQYHUVLRQ

7KH GHSRVLWDU\ ZLOO DUUDQJH IRU WKH FRQYHUVLRQ RI DOO IRUHLJQ FXUUHQF\
SUDFWLFDO DQG LW ZLOO GLVWULEXWH WKH 8 6 GROODUV LQ DFFRUGDQFH ZLWk
KDYH WR SD\ IHHVY DQG H[SHQVHV LQFXUUHG LQ FRQYHUWLQJ IRUHLJQ FXUUHQF\

FRPSO\LQJ ZLWK FXUUHQF\ H[FKDQJH FRQWUROV DQG RWKHU JRYHUQPHQWDO UHT

, ] WKH FRQYHUVLRQ RI IRUHLJQ FXUUHQF\ LV QRW SUDFWLFDO RU ODZIXO RU LI L
DW D UHDVRQDEOH FRVW RU ZLWKLQ D UHDVRQDEOH SHULRG WKH GHSRVLWDU\ P
a FRQYHUW WKH IRUHLJQ FXUUHQF\ WR WKH H{WHQW SUDFWLFDO DQG ODZIX
IRU ZKRP WKH FRQYHUVLRQ DQG GLVWULEXWLRQ LV ODZIXO DQG SUDFWLFDO
a GLVWULEXWH WKH IRUHLJQ FXUUHQF\ WR KROGHUV IRU ZKRP WKH GLVWUL
a KROG WKH IRUHLJQ FXUUHQF\ ZLWKRXW OLDELOLW\ IRU LQWHUHVW IRU W

*RYHUQLQJ /DZ :DLYHU RI -XU\ 7ULDO
7KH '"HSRVLW $JUHHPHQW DQG WKH $'5V ZLOO EH LQWHUSUHWHG LQ DFFRUGDQFH

ULJKWV Rl KROGHUV RI RUGLQDU\ VKDUHV LQFOXGLQJ RUGLQDU\ VKDUHV UHSUH\
YUDQFH
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6XPPDU\ RI %6% 30DQ

:DUUDQWYV RU %6%$V ERQV GH VRXVFULSWLRQ GxDFWLRQV PD\ EH JUDQWHG E\ R
SURYLGHUV DQG PHPEHUV RI RXU VXSHUYLVRU\ ERDUG WKDW DUH QRW HOLJLEOH
H[HUFLVH WKH ZzDUUDQWYV IRU WKH XQGHUO\LQJ YHVWHG VKDUHV DW DQ H[HUFLVE
ERDUG WKDW ZLOO EH DW OHDVW HTXDO WR WKH IDLU PDUNHW YDOXH RI DQ RUGI
H[HUFLVH SULFH ZDUUDQWY DUH VXEVFULEHG IRU DW D SULFH GHWHUPLQHG E\ W
IDLU PDUNHW YDOXH RI WKH DSSOLFDEOH ZDUUDQWY RQ WKH JUDQW GDWH

$GPLQLVWWDWVRKQOQW WR VKDUH GHOHJDWLRQV JUDQWHG DW RXU JHQHUDO PHHW
ERDUG ZLWK WKH SULRU DSSURYDO RI WKH VXSHUYLVRU\ ERDUG GHWHUPLQHV W
QXPEHU DQG H[HUFLVH SULFH RI WKH ZzDUUDQWV WR EH JUDQWHG WKH QXPEHU R
ZDUUDQWY DQG FHUWDLQ RWKHU WHUPV DQG FRQGLWLRQV RI WKH ZDUUDQWYV LC
YHVWLQJ VFKHGXOH 7KHUH LV QR OHJDO OLPLWDWLRQ WR WKH VL]H RI WKH ZDU
GHOHJDWLRQ

:DUUDQWYVY 7THWHAWHUP RI ZDUUDQWY LV GHWHUPLQHG E\ WKH H[HFXWLYH ERDUG ~
JUDQWHG E\ WKH VKDUHKROGHUVY 7KH WHUP RI RXU ZDUUDQWY PD\ QRW H[FHHG \
IURP WKH GDWH RI JUDQW 7KH VXSHUYLVRU\ DQG H[HFXWLYH ERDUGYV PD\ GHFLG|
PRQWKYV IURP L WKH GHDWK RU GLVDELOLW\ RI WKH KROGHU RU LL WKH WHUPL
R1 RXU DIILOLDWHYV GXULQJ WKH WHUP RI WKH ZDUUDQWYV

&KDQJH LQ &REANOIHRLOY RWKHUZLVH GHFLGHG E\ RXU VXSHUYLVRU\ DQG H[HFXWLYH
LQWR DQRWKHU FRUSRUDWLRQ RU WKH VDOH E\ RQH RU VHYHUDO VKDUHKROGHU\
RQH RU VHYHUDO WKLUG SDUWLHYVY RI D QXPEHU RI VKDUHYVY UHVXOWLQJ LQ D FKDC
KROGHU WR H[HUFLVH RXWVWDQGLQJ ZzDUUDQWYV ZLOO EH DFFHOHUDWHG VR WKD!'
LPPHGLDWHO\ SULRU WR WKH FRPSOHWLRQ RI WKH UHOHYDQW /LTXLGLW\ (YHQW

ZDUUDQW KROGHU 8QOHVV RWKHUZLVH GHFLGHG E\ RXU VXSHUYLVRU\ DQG H[HFX
UHDVRQ SULRU WR WKH GDWH RI FRPSOHWLRQ RI WKH UHOHYDQW /LTXLGLW)\ (YHC

6SHFLILHG ([HUFLVH TBRUUVRR¥GEMHFRPH H[HUFLVDEOH SXUVXDQW WR D YHVWLQJ"
FRQGLWLRQV WR EH GHFLGHG E\ RXU H[HFXWLYH ERDUG

9HVWLQJ SBMERIGIFW WR DQ\ VSHFLILHG FRQGLWLRQV DQG WKUHVKROGY HVWDEOL
YHVW DFFRUGLQJ WR D VFKHGXOH GHFLGHG E\ RXU H[HFXWLYH ERDUG

7UDQVIMHYWHG ZDUUDQWYV PD\ EH WUDQVIHUUHG WR DQ\ IDPLO\ PHPEHU RI WKH K
IRU YDOXH DQG LV SHUPLVVLEOH LQ DFFRUGDQFH ZLWK DSSOLFDEOH ODZ LQFOX
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6XPPDU\ RI )UHH 6KDUH $*$ 30DQ

JUHH VKDUHV RU $*$ DFWLRQV JUDWXLWHYV PD\ EH JUDQWHG E\ RXU H[HFXWLYH
VXEVLGLDULHY DQG PHPEHUV RI RXU H[HFXWLYH ERDUG

$GPLQLVWWBDWNVRKQ@QW WR GHOHJDWLRQV JUDQWHG DW RXU JHQHUDO PHHWLQJ RI
XSRQ UHFRPPHQGDWLRQ RI WKH FRPSHQVDWLRQ FRPPLWWHH DQG ZLWK WKH DSSIH
UHFLSLHQWY GDWHV RI JUDQW WKH QXPEHU RI I[UHH VKDUHV WR EH JUDQWHG DC
LQFOXGLQJ WKH OHQJWK RI WKHLU YHVWLQJ SHULRG DQG DV WKH FDVH PD\ EH (
VKDUHKROGHUYV

*UDQWHH VKDUHV DUH VKDUHV RI 1DQRELRWL[ 6 $ WKH U&RPSDQ\U WKDW DUH .
HPSOR\HG E\ XV RU E\ DQ\ DIILOLDWHG FRPSDQ\ XQGHU WKH WHUPV DQG FRQGLWI
PD\ DOVR EH JUDQWHG WR PHPEHUV RI RXU HI[HFXWLYH ERDUG +RZHYHU QR IUHH
KROGLQJ PRUH WKDQ RI RXU VKDUH FDSLWDO RU WR D EHQHILFLDU\ ZKR ZRXOC
D UHVXOW RI VXFK JUDQW

9HVWLQJ SHKHRIGHH VKDUHVY JUDQWHG XQGHU RXU IUHH VKDUH SODQ ZLOO EH GH
SHULRG VWDUWLQJ RQ WKH GDWH RI JUDQW GXULQJ ZKLFK WKH EHQHILFLDU\ KRC
FXUUHQWO\ KROG DQ\ VKDUHV DV VHW E\ RXU H[HFXWLYH ERDUG $W WKH HQG RI
RZQHU RI WKH VKDUHV +RZHYHU GXULQJ WKH ORFN XS SHULRG SHULRG VWDUWL
VKDUHVY DUH GHILQLWLYHO\ DFTXLUHG DQG LVVXHG DV VHW E\ RXU H[HFXWLYH E
WUDQVIHUUHG RU SOHGJHG 7KH VXP RI WKH GXUDWLRQ RI WKH YHVWLQJ DQG OR
DFFRUGDQFH ZLWK WKH SURYLVLRQV RI $SUWLFOH / RI WKH JUHQFK &RPPHL

JUHH VKDUHV ZH JUDQW WR )UHQFK WD[ UHVLGHQWYV YHVW DIWHU D YHVWLQJ SHU
VXEMHFW WR D ORFN XS SHULRG RI DW OHDVW RQH IXUWKHU \HDU )UHH VKDUF
YHVWLQJ SHULRG RI D PLQLPXP RI WKUHH \HDUV DQG DUH QRW VXEMHFW WR D¢

8QGHUO\LQJ 2KDUHE DUH QHZ RUGLQDU\ VKDUHV RI RXU &RPSDQ\ WKDW DUH LVVX
8QWLO WKH\ DUH YHVWHG WKH QXPEHU RI $*$ WR ZKLFK HDFK EHQHILFLDU\ KDV L
GRZQZDUGY DV D UHVXOW RI FHUWDLQ FRUSRUDWH WUDQVDFWLRQV VXFK DV UL

6WDQGDUG 8sMHOUMHPW RWKHUZLVH GHFLGHG E\ RXU VXSHUYLVRU\ DQG H[HFXWLYH EF
LVVXHG IROORZLQJ D YHVWLQJ SHULRG DW WKH HQG RI ZKLFK WKH EHQHILFLDU\ F
FRQVROLGDWHG VXEVLGLDULHV VXEMHFW WR H[FHSWLRQV DQG DV WKH FDVH P
FRQGLWLRQV WKDW DUH DVVHVVHG E\ RXU H[HFXWLYH ERDUG )DLOLQJ VXFK FRQ'
LUUHYRFDEO\ ORVHV KLV RU KHU ULJKW WR DFTXLUH WKH UHOHYDQW $*$

8QOHVV RWKHUZLVH GHFLGHG E\ RXU VXSHUYLVRU\ DQG H[HFXWLYH ERDUGV LQ V
EHIRUH WKH HQG Rl WKH DFTXLVLWLRQ SHULRG WKH UHOHYDQW $*$ VKDOO EH Gt
GLVDELOLW\ RU WKH GDWH RI WKH UHTXHVW RI DOORFDWLRQ PDGH E\ KLV RU KHL
SURYLGHG WKDW VXFK UHTXHVW LV PDGH ZLWKLQ VL[ PRQWKYV IURP WKH GDWH RI

&KDQJH LQ FRQWWKRIOHYHQW RI D PHUJHU LOQWR DQRWKHU FRUSRUDWLRQ RU RI WK
DFWLQJ DORQH RU LQ FRQFHUW RI RXU &RPSDQ\ WR RQH RU VHYHUDO WKLUG SDlI
RI FRQWURO D OO/LTXLGLW\ (YHQWxx XQOHVV RWKHUZLVH GHFLGHG E\ WKH HI[H
VKDUHV VKDOO EH FRPSOHWHO\ DQG GHILQLWHO\ DFTXLUHG DV IROORZV

a )RU )UHQFK WD[ UHVLGHQWYV L LI WKH /LTXLGLW\ (YHQW RFFXUV EHIRUH RI
DQG LL LI WKH FKDQJH RI FRQWURO RFFXUV DIWHU WKH ILUVW DQQLYHUVD
/ILTXLGLW\ (YHQW LW EHLQJ VSHFLILHG WKDW LQ ERWK FDVHV WKH UHOHY
KROGLQJ SHULRG XQWLO WKH VHFRQG DQQLYHUVDU\ RI WKH JUDQW

a )RU IRUHLJQ WD[ UHVLGHQWYV LI WKH /LTXLGLW\ (YHQW RFFXUV EHIRUH WKH
DQQLYHUVDU\ RI WKH JUDQW LW EHLQJ VSHFLILHG WKDW WKH UHOHYDQW I
KROGLQJ SHULRG DV IURP WKHLU GDWH RI DFTXLVLWLRQ
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1$12%.,27,;

672&. 237,21 3/%1
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1$12%,27,;
672&. 237,21 3/%1

385326(6 2) 7+( 3/%$1

$FFRUGLQJ WR WKH DXWKRUL]J]DWLRQ JUDQWHG SXUVXDQW WR WKH HOHYHQWK DQ
VKDUHKROGHUVXx JHQHUDO PHHWLQJ RI 1RYHPEHU WKH H[HFXWLYH ERDUG
FRPSOLDQFH ZLWK WKH SURYLVLRQV RI DUWLFOHYV / HW VHT RI WKH JUHQF
VWRFN RSWLRQ SODQ RI 1$12%,27,; WKH WHUPV DQG FRQGLWLRQV RI ZKLFK DUH

7KH SXUSRVHV RI WKH 30DQ DUH
a WR DWWUDFW DQG UHWDLQ WKH EHVW DYDLODEOH SHUVRQQHO IRU SRVLWLI
a WR SURYLGH DGGLWLRQDO LQFHQWLYH WR %HQHILFLDULHY DQG
a WR SURPRWH WKH VXFFHVV RI WKH &RPSDQ\xV EXVLQHVV

2SWLRQV JUDQWHG XQGHU WKH 30DQ WR 8 6 %HQHILFLDULHY DUH LQWHQGHG WR
6WRFN 2SWLRQV DV GHWHUPLQHG E\ WKH $GPLQLVWUDWRU DW WKH WLPH RI JUD!
ZLWK 86 $SSOLFDEOH /DZV LQ RUGHU WKDW 8 6 %HQHILFLDULHYV PD\ EHQHILW IUR

'().1.,7.,216

D $GPLQLVWUHDRY WKH H[HFXWLYH ERDUG RI WKH &RPSDQ\ ZKLFK VKDOO DGPLQ
6HFWLRQ Rl WKH 30DQ

E $UILOLDWHG BRPAHEDI@M D FRPSDQ\ ZKLFK FRQIRUPV ZLWK WKH FULWHULD VHW IRL
&RPPHUFLDO &RGH DV IROORZV
a4 FRPSDQLHV RI ZKLFK DW OHDVW WHQ SHU FHQW RI WKH VKDUH FDSLWDC
LQGLUHFWO\ E\ WKH &RPSDQ\
a4 FRPSDQLHV ZKLFK RZQ GLUHFWO\ RU LQGLUHFWO\ DW OHDVW WHQ SHU FHQV
WKH &RPSDQ\ DQG
a4 FRPSDQLHV RI ZKLFK DW OHDVW ILIW\ SHU FHQW RI WKH VKDUH FDSLWD
LQGLUHFWO\ E\ D FRPSDQ\ ZKLFK RZQV GLUHFWO\ RU LQGLUHFWO\ DW OHDV"
YRWLQJ ULJKWV RI WKH &RPSDQ\

FWHQHILBLPWDQV WKH SUHVLGHQW DQG WKH PHPEHUV RI WKH H[HFXWLYH ERDUG
RU DV WKH FDVH PD\ EH WKH SUHVLGHQW RI WKH ERDUG RI GLUHFWRUV SUOGOVLG
PDQDJHU GLUHFWHXU JOQOUDO DQG WKH GHSXW\ JHQHUDO PDQDJHUV GLUHFWE
ZHOO DV DQ\ LQGLYLGXDO HPSOR\HG E\ WKH &RPSDQ\ RU E\ DQ\ $IILOLDWHG &RPS
HPSOR\PHQW FRQWUDFW LW EHLQJ VSHFLILHG WKDW D WHUP RI RIILFH RI PHPEH!
GLUHFWRU RI DQ $IILOLDWHG &RPSDQ\ UHPXQHUDWHG RU QRW VKDOO QRW EH G

G YWRDU®HDQV WKH H[HFXWLYH ERDUG Rl WKH &RPSDQ\
H&RPPHUFLDO RGBYV WKH JUHQFK &RPPHUFLDO &RGH
| 8RPSDOQ\PHDQV 1$12%,27,; 6 $ D FRUSRUDWLRQ RUJDQL]HG XQGHU WKH ODZV R

J 8RQWLQXRXV 6WDWXV DVPBEDAHQBYVLBHDDUGY WKH SUHVLGHQW DQG WKH PHPEH!
RU DV WKH FDVH PD\ EH WKH SUHVLGHQW RI WKH ERDUG RI GLUHFWRUV WKH JH
WKDW WKH WHUP RI WKHLU RIILFH KDV QRW EHHQ WHUPLQDWHG DQG DV UHJDUG\
EHWZHHQ WKH %HQHILFLDU\ DQG WKH &RPSDQ\ RU DQ\ $IILOLDWHG &RPSDQ\ LV QF
%HQHILFLDU\ VKDOO QRW EH FRQVLGHUHG WHUPLQDWHG LQ WKH FDVH RI L DQ\
DSSURYDO IURP WKH &RPSDQ\ RU UHTXLULQJ QR SULRU DSSURYDO XQGHU 8 6 OD
&RPSDQ\ RU EHWZHHQ WKH &RPSDQ\ RU DQ\ $IILOLDWHG &RPSDQ\ RU WKH FRQWUL
DQRWKHU $IILOLDWHG &RPSDQ\ /HDYHV RI DEVHQFH ZKLFK PXVW UHFHLYH D SUL
WHUPLQDWLRQ RI WKH &RQWLQXRXV 6WDWXV DV D %HQHILFLDU\ VKDOO LQFOXGH
RU FRQGLWLRQV DERXW ZKLFK WKH HPSOR\HH KDV DGYDQFH NQRZOHGJH PLOLWD
SXUSRVHV RI 8 6 %HQHILFLDULHY DQG ,QFHQWLYH 6WRFN 2SWLRQV QR VXFK OHEL
UHHPSOR\PHQW XSRQ H[SLUDWLRQ RI VXFK OHDYH LV JXDUDQWHHG E\ VWDWXWH

XSRQ H[SLUDWLRQ RI D OHDYH RI DEVHQFH DSSURYHG E\ WKH &RPSDQ\ LV QRW VF
DQ\ ,QFHQWLYH 6WRFN 2SWLRQ KHOG E\' D 8 6 %HQHILFLDU\ VKDOO FHDVH WR EH
VKDOO EH WUHDWHG IRU 8 6 WD[ SXUSRVHVY DV D 1RQ 6WDWXWRU\ 6WRFN 2SWLRC

1DQRELRWL[ O 6BWRFN RSWLRQ *UDQW $JUHHPHQW
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K 'DWH Rl ‘UPEWQV WKH GDWH RI WKH GHFLVLRQ Rl WKH %RDUG WR JUDQW WKH :

L'UWDELDPWDQV D GLVDELOLW\ GHFODUHG IXUWKHU WR D PHGLFDO H[DPLQDWLRC
JUHQFK /DERXU &RGH RU SXUVXDQW WR DQ\ VLPLODU SURYLVLRQ DSSOLFDEOH WHF

M([BKDQJHBPWDQV WKH 8QLWHG 6WDWHY 6HFXULWLHV ([FKDQJH $FW RI DV D

N)DLU 0DUNHGW POHDIDQXH WKH YDOXH IRU RQH 6KDUH DV GHWHUPLQHG LQ JRRG IDLW
WKH IROORZLQJ SURYLVLRQV DV SURYLGHG LQ WKH 6KDUHKROGHU $XWKRUL]DWL

L WKH %YRDUG PD\ GHWHUPLQH WKH VXEVFULSWLRQ RU SXUFKDVH SULFH RI D
WKH ODZ +RZHYHU WKH SXUFKDVH RU VXEVFULSWLRQ SULFH VKDOO LQ QR FD
WKH DYHUDJH RI WKH FORVLQJ VDOHYV SULFH IRU D VKDUH DV TXRWHG RQ VWRI
WuUDGLQJ GD\V SULRU WR WKH GD\ RI WKH %YRDUGxV GHFLVLRQ WR JUDQW WKH

LL IRU 86 %HQHILFLDULHYVY WKH VXEVFULSWLRQ RU SXUFKDVH SULFH VKDOO Q
6KDUHV RQ WKH 'DWH RI *UDQW GHWHUPLQHG DV IROORZV D LI WKH 6KDUHYV |
H[FKDQJH WKH YDOXH ZLOO EH GHHPHG WR EH WKH FORVLQJ RU ODVW RIIHU S
SULQFLSDO H[FKDQJH XSRQ ZKLFK VXFK VHFXULWLHY DUH WUDGHG RU TXRWHG
WUDGLQJ GD\ RQ WKH ODVW PDUNHW WUDGLQJ GD\ SULRU WR VXFK GDWH DQC
WUDGLQJ RQ DQ H[FKDQJH WKH IDLU PDUNHW YDOXH RI WKH 6KDUHV DV GHWH!
UHTXLUHPHQWY RI 6HFWLRQV ZLWK UHVSHFW WR ,QFHQWLYH 6WRFN 2SWLRCQ
2SWLRQV QRW LQWHQGHG WR EH ,QFHQWLYH 6WRFN 2SWLRQV LW EHLQJ VSHFL
SXUFKDVH VKDUHV SUHYLRXVO\ UHSXUFKDVHG E\ WKH &RPSDQ\ WKH H[HUFLVH
SURYLVLRQV DQG LQ DFFRUGDQFH ZLWK DSSOLFDEOH ODZ PD\ QRW EH OHVV W
E\ WKH &RPSDQ\ IRU DOO VKDUHVY VR SUHYLRXVO\ UHSXUFKDVHG

7KLY SULFH VHWWOHG IRU WKH VXEVFULSWLRQ RU SXUFKDVH RI 6KDUHV VKDOC
2SWLRQ PD\ EH H{[HUFLVHG +RZHYHU LI WKH &RPSDQ\ PDNHV RQH RI WKH RSH
Rl WKH )UHQFK &RPPHUFLDO &RGH LW PXVW WDNH DOO QHFHVVDU\ PHDVXUHYV
FRQGLWLRQV SURYLGHG IRU E\ DUWLFOH / RI WKH JUHQFK &RPPHUFLDO &R
JUDQWLQJ WKH FRPPRQ VWRFN DFFHVV DV ZHOO DV LQ FDVH RI &RPSDQ\xV PH
IRUD OLPLWHG SHULRG RI WLPH WR VXVSHQG WKH H[HUFLVDELOLW\ RI WKH 2¢

O, QFHQWLYH 6WRFNHDRWLRQ 2SWLRQ LQWHQGHG WR TXDOLI\ DV DQ LQFHQWLYH V
6HFWLRQ RI WKH 86 &RGH DQG WKH UHJXODWLRQV SURPXOJDWHG WKHUHXQGH !

P 1IRQ 6WDWXWRU\ 60WRAD QBWIOQRDSWLRQ ZKLFK GRHV QRW TXDOLI\ DV DQ ,QFHQW

Q 1BWLFH RU*PPR®V D ZULWWHQ QRWLFH HYLGHQFLQJ WKH PDLQ WHUPV DQG FR(
7KH 1RWLFH RI *UDQW LV SDUW Rl WKH 2SWLRQ $JUHHPHQW

R 26WIRPHDQV DQ RSWLRQ WR SXUFKDVH RU VXEVFULEH 6KDUHV JUDQWHG SXUV
S 26WLRDRARHDQV D %HQHILFLDU\ ZKR KROGV DW OHDVW RQH RXWVWDQGLQJ 2SWL
T 28WLRQ $JUHHMHDI@W D ZULWWHQ DJUHHPHQW HQWHUHG LQWR EHWZHHQ WKH &
WKH WHUPV DQG FRQGLWLRQV RI DQ LQGLYLGXDO 2SWLRQ JUDQW 7KH 2SWLRQ $
RI WKH 30DQ

U28WLRQ ([FKDQJHU3PRDQNMPD SURJUDP ZKHUHE\ RXWVWDQGLQJ 2SWLRQV DUH VX
2SWLRQV ZLWK GLIITHUHQW H[HUFLVH FRQGLWLRQV

V 3D UHIQMHDQV D USDUHQW FRUSRUDWLRQU ZKHWKHU QRZ RU KHUHDIWHU H[LVW
&RGH

W3 @WIWQPHDQV WKH 6WRFN 2SWLRQ 30DQ DV DSSURYHG E\ WKH %RDUG RQ )HEU
X 66KDUHPHDQV D VKDUH RI FRPPRQ VWRFN DFWLRQ RUGLQDLUH RI WKH &RPSDQ\

Y 6MDUHKROGHUV $XW RPRDIJY WIKRQBXWKRUL]DWLRQV JLYHQ E\ WKH VKDUHKROGH!
HIWUDRUGLQDU\ JHQHUDO PHHWLQJ KHOG RQ 1RYHPEHU SXUVXDQW WR WK

1DQRELRWL[ O 6BWRFN RSWLRQ *UDQW $JUHHPHQW
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LQFUHDVHG RU DPHQGHG IURP WLPH WR WLPH E\ D IXUWKHU JHQHUDO PHHWLQJ R
JUDQW 6WRFN 2SWLRQV
Z KDUH &MWSPWDQV WKH LVVXHG DQG SDLG XS FDSLWDO RI WKH &RPSDQ\

[ BXEVLGUL PUADQV D UVXEVLGLDU\ FRUSRUDWLRQU ZKHWKHU QRZ RU KHUHDIWHU
WKH 86 &RGH

\ 86 $SSOLFDEOHPHIXYV IRU WKH 86 WKH OHJDO UHTXLUHPHQWY UHODWLQJ WR W
SODQV XQGHU VWDWH FRUSRUDWH DQG VHFXULWLHY ODZV DQG WKH 86 &RGH LQ |

] 96 %HQHIUFRIPDQV D %HQHILFLDU\ RI WKH &RPSDQ\ RU DQ $IILOLDWHG &RPSDQ
RWKHUZLVH VXEMHFW WR 8QLWHG 6WDWHVx ODZV UHJXODWLRQV RU WD[DWLRQ

DD8G &RGHPHDQV WKH 8QLWHG 6WDWHYV ,QWHUQDO 5HYHQXH &RGH RI DV DPH

EES(B 2SWLR®HBPQV DQ 2SWLRQHH UHVLGLQJ LQ WKH 8QLWHG 6WDWHV RU RWKH!
UHJXODWLRQV RU WD[DWLRQ

6+$5(6 68%-(&7 72 7+( 3/%1

6 XEMHFW WR WKH SURYLVLRQV RI 6HFWLRQ Rl WKH 30DQ DQG SXUVXDQW WR Wtk
DJJUHIJDWH QXPEHU RI 6KDUHV ZKLFK PD\ EH RSWLRQHG DQG LVVXHG XQGHU WKH

6KDUHVY XQGHU WKH DXWKRUL]DWLRQ JUDQWHG SXUVXDQW WR WKH HOHYHQ
PHHWLQJ KHOG RQ 1RYHPEHU DQG D PD[LPXP RI 6KDUHV XQGHU WKH
WR WKH ILIWHHQWK UHVROXWLRQ RI WKH HIWUDRUGLQDU\ VKDUHKROGHUVx PHHW
IRUHJRLQJ IRU U,QFHQWLYH 6WRFN 2SWLRQVU WKH PD[LPXP QXPEHU RI 6KDUHV
WR 7KH 6KDUHV RSWLRQHG DQG LVVXHG XQGHU WKH 30DQ PD\ EH QHZO\ 1
6KDUHVY SXUFKDVHG RQ WKH RSHQ PDUNHW

6KRXOG WKH 2SWLRQ H[SLUH RU EHFRPH XQH[HUFLVDEOH IRU DQ\ UHDVRQ ZLWKR.
XQVXEVFULEHG 6KDUHV ZKLFK ZHUH VXEMHFW WKHUHWR VKDOO XQOHVV WKH 30I
DJDLQ IRU IXWXUH JUDQW XQGHU WKH 30DQ

$'0,1,675%$7,21 2) 7+( 3/%1

D 3URFHGXUH
7KH 30DQ VKDOO EH DGPLQLVWHUHG E\ WKH $GPLQLVWUDWRU
E 3RZHUV RI WKH $GPLQLVWUDWRU

6 XEMHFW WR WKH SURYLVLRQV RI WKH &RPPHUFLDO &RGH WKH 6KDUHKROGHUYV $
/IDZV WKH $GPLQLVWUDWRU VKDOO KDYH WKH DXWKRULW\ LQ LWV GLVFUHWLRQ
L WR GHWHUPLQH WKH )DLU ODUNHW 9DOXH RI WKH 6KDUHV LQ DFFRL

LL WR GHWHUPLQH WKH %HQHILFLDULHV WR ZKRP 2SWLRQV PD\ EH JU

LLL WR VHOHFW WKH %YHQHILFLDULHY DQG GHWHUPLQH ZKHWKHU DQG
KHUHXQGHU

LY WR DSSURYH RU DPHQG IRUPV RI DJUHHPHQW IRU XVH XQGHU WKH

Y WR GHWHUPLQH WKH WHUPVY DQG FRQGLWLRQV RI DQ\ 2SWLRQV JUD
FRQGLWLRQV LQFOXGH EXW DUH QRW OLPLWHG WR WKH H[HUFLVH SU
H[HUFLVHG ZKLFK PD\ EH EDVHG RQ SHUIRUPDQFH FULWHULD DQ\ YH'
IRUIHLWXUH UHVWULFWLRQV DQG DQ\ UHVWULFWLRQ RU OLPLWDWLRQ
WKHUHWR EDVHG LQ HDFK FDVH RQ VXFK IDFWRUV DV WKH $GPLQLVWL
GHWHUPLQH ZLWK WKH H[FHSWLRQ RI WKH H[HUFLVH SULFH LW EHLQJ
GLVFUHWLRQ UHPDLQV VXEMHFW WR WKH UXOHV DQG OLPLWDWLRQV V|
&RGH

YL WR FRQVWUXH DQG LOQOWHUSUHW WKH WHUPV RI WKH 30DQ DQG 2S5\

1DQRELRWL[ O 6BWRFN RSWLRQ *UDQW $JUHHPHQW
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YLL WR SUHVFULEH DPHQG DQG UHVFLQG UXOHV DQG UHJXODWLRQV
UHJXODWLRQVY UHODWLQJ WR VXE SODQV HVWDEOLVKHG IRU WKH SXUS
XQGHU IRUHLJQ WD[ ODbzV

YLLL WR PRGLI\ RU DPHQG HDFK 2SWLRQ VXEMHFW WR WKH SURYLVLE
LQFOXGLQJ WKH GLVFUHWLRQDU\ DXWKRULW\ WR HIWHQG WKH SRVW W
WKH WHUPLQDWLRQ RI WKH HPSOR\PHQW DJUHHPHQW RU WKH HQG RI V
RWKHUZLVH SURYLGHG IRU LQ WKH 30DQ

L[ WR DXWKRUL]JH DQ\ SHUVRQ WR H[HFXWH RQ EHKDOI RI WKH &RPSD
WKH JUDQW RI DQ 2SWLRQ SUHYLRXVO\ JUDQWHG E\ WKH $GPLQLVWUD\

[ WR LPSOHPHQW DQ 2SWLRQ ([FKDQJH 3URJUDP
[L WR GHWHUPLQH WKH WHUPVY DQG UHVWULFWLRQV DSSOLFDEOH WR
[LL WR PDNH DOO RWKHU GHWHUPLQDWLRQVY GHHPHG QHFHVVDU\ RU I
F (IITHFW RI $GPLQLVWUDWRUxV "HFLVLRQ
7KH $GPLQLVWUDWRUXVY GHFLVLRQV GHWHUPLQDWLRQVY DQG LQWHUSUHWDWLRQV

/,0,7$7.216

D ,Q WKH FDVH RI 8 6 %HQHILFLDULHVY HDFK 2SWLRQ VKDOO EH GHVLIQDWHG LC(
6WRFN 2SWLRQU RU DV D U1IRQ 6WDWXWRU\ 6WRFN 2SWLRQU ,QFHQWLYH 6WRFN
WKH &RPSDQ\ RU D 6XEVLGLDU\ ZKR PHHW WKH GHILQLWLRQ RI UHPSOR\HHVU XQG

IHYHUWKHOHVY WKH DJJUHJDWH )DLU ODUNHW 9DOXH RI WKH 6KDUHV FRYHUHG E
30DQ RU DQ\ RWKHU VWRFN RSWLRQ SURJUDP RI WKH &RPSDQ\ RU DQ\ 3DUHQW R
H[HUFLVDEOH IRU WKH ILUVW WLPH LQ DQ\ FDOHQGDU \HDU VKDOO QRW H[FHHG 8
ODUNHW 9DOXH RI VXFK 6KDUHV H[FHHGV 8 6 WKH 2SWLRQV FRYHULQJ WKR
ZKLFK FDXVHV WKH DJJUHJDWH )DLU ODUNHW 9DOXH RI DOO VXFK 6KDUHV WR EH |
1RQ 6WDWXWRU\ 2SWLRQV ,QFHQWLYH 6WRFN 2SWLRQV VKDOO EH WDNHQ LQWR
DQG WKH DJJUHJDWH )DLU ODUNHW 9DOXH RI WKH 6KDUHV VKDOO EH GHWHUPLQH ¢

E 7KH 2SWLRQV DUH JRYHUQHG E\ DUWLFOHYV / DQG IROORZLQJ RI WKH &RF
HPSOR\PHQW DJUHHPHQW RU RI WKH RIILFH ZKLFK KDV DOORZHG WKH 2SWLRQHH '
FRQVWLWXWH DQ HOHPHQW RI WKH 2SWLRQHHXxV UHPXQHUDWLRQ

1HLWKHU WKH 30DQ QRU DQ\ 2SWLRQ VKDOO FRQIHU XSRQ DQ 2SWLRQHH DQ\ ULJI
HPSOR\PHQW RU KLV WHUP RI RIILFH ZLWK WKH &RPSDQ\ RU DQ\ $IILOLDWHG &RP S
WKH 2SWLRQHHxV ULJKW RU WKH &RPSDQ\xV RU $IILOLDWHG &RPSDQ\xV ULJKW D
HPSOR\PHQW RU VXFK WHUP RI RIILFH DW DQ\ WLPH ZLWK RU ZLWKRXW FDXVH

F 2WKHU WKDQ DV H[SUHVVO\ SURYLGHG KHUHXQGHU QR PHPEHU RI WKH ERDUG
VXSHUYLVRU\ ERDUG LQ WKH HYHQW RI FKDQJH RI PDQDJHPHQW IRUPXOD RI WKH
ERG\ RI DQ $IILOLDWHG &RPSDQ\ VKDOO EH DV VXFK HOLJLEOH WR UHFHLYH 2SWL

7(50 2) 3/%1
7KH 30DQ VKDOO EH HIIHFWLYH DQG 2SWLRQV PD\ EH JUDQWHG DV RI )HEUXDU\
2SWLRQV PD\ EH JUDQWHG KHUHXQGHU XQWLO -DQXDU\ , W VKDOO FRQWLQ

WKH ODVW 2SWLRQ LQ IRUFH XQOHVV WHUPLQDWHG HDUOLHU XQGHU 6HFWLRQ

7(50 2) 237,216

7KH WHUP RI HDFK 2SWLRQ VKDOO EH VWDWHG LQ WKH 1RWLFH RI *UDQW DV WHQ
ZLWK WKH 6KDUHKROGHUV $XWKRUL]DWLRQV RU LQ FDVH RI GHDWK RU 'LVDELOL\

PRQWKYV IURP WKH GHDWK RU 'LVDELOLW\ RI WKH 2SWLRQHH LQ DFFRUGDQFH Z
WKH DYRLGDQFH RI GRXEW WKDW QR 2SWLRQ JUDQWHG WR DQ\ 8 6 2SWLRQHH V¥
WKH 'DWH RI *UDQW

1DQRELRWL[ O 6BWRFN RSWLRQ *UDQW $JUHHPHQW
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237,216 (;(5&,6( 35.&( $1' &216,'(5%$7,21

D 6XEVFULSWLRQ RU SXUFKDVH 3ULFH

7KH SHU 6KDUH VXEVFULSWLRQ RU SXUFKDVH SULFH IRU WKH 6KDUHV WR EH LVVX
VKDOO EH GHWHUPLQHG E\ WKH $GPLQLVWUDWRU RQ WKH EDVLV RI WKH )DLU 0DU

L ,Q WKH FDVH RI DQ U,QFHQWLYH 6WRFN 2SWLRQU JUDQWHG WR D 8
,QFHQWLYH 6WRFN 2SWLRQ LV JUDQWHG RZQV VWRFN UHSUHVHQWLQJ
YRWLQJ ULJKWV RI DOO FODVVHV RI VWRFN RI WKH &RPSDQ\ RU DQ\ 3D
DQG WR WKH H[WHQW VXFK %HQHILFLDU\ LV SHUPLWWHG E\ WKH &RPP
[ WKH SHU 6KDUH VXEVFULSWLRQ RU SXUFKDVH SULFH VKDOO EH QR «
9DOXH SHU 6KDUH RQ WKH 'DWH RI *UDQW DV GHILQHG LQ 6HFWLRQ N
WKH 2SWLRQ VKDOO QRW H[FHHG \HDUV

LL ,Q WKH FDVH RI D UIRQ 6WDWXWRU\ 6WRFN 2SWLRQU RU U,QFHQW!|
6HFWLRQ D L DERYH JUDQWHG WR DQ\ 8 6 %HQHILFLDU\ WKH SHU &€
VKDOO EH QR OHVV WKDQ RI WKH )DLU ODUNHW 9DOXH SHU 6KDUH R
6HFWLRQ N LL

E ([HUFLVH 'DWHV

$W WKH WLPH DQ 2SWLRQ LV JUDQWHG WKH $GPLQLVWUDWRU VKDOO IL[ WKH SHU
VKDOO GHWHUPLQH DQ\ FRQGLWLRQV ZKLFK PXVW EH VDWLVILHG EHIRUH WKH 2SV
$GPLQLVWUDWRU PD\ VSHFLI\ WKDW DQ 2SWLRQ PD\ QRW EH H[HUFLVHG XQWLO W
&RPSDQ\ RU DQ $IILOLDWHG &RPSDQ\

F JRUP RI &RQVLGHUDWLRQ

7KH FRQVLGHUDWLRQ WR EH SDLG IRU WKH 6KDUHV WR EH LVVXHG RU SXUFKDVHG
PHWKRG RI SD\PHQW VKDOO EH GHWHUPLQHG E\ WKH $GPLQLVWUDWRU 6XFK FR(
LQ (XUR FRUUHVSRQGLQJ WR WKH H[HUFLVH SULFH ZKLFK VKDOO EH SDLG E\ ZLUH

KHUH WKH H[HUFLVH RI DQ 2SWLRQ ZRXOG OHDG WKH &RPSDQ\ WR EH OLDEOH IR
WR FKDUJHV RI DQ\ QDWXUH ZKDWVRHYHU LQ SODFH RI WKH 2SWLRQHH VXFK 2S\
IXOO SD\PHQW IRU WKH 6KDUHV ZLWK UHVSHFW WR ZKLFK WKH 2SWLRQ LV H[HUFL
2SWLRQHH SURYLGHV WKH &RPSDQ\ ZLWK HLWKHU WKH UHFHLSW VWDWLQJ WKH S
FKDUJH DV DERYH GHVFULEHG WKDW ZRXOG RWKHUZLVH EH SDLG E\ WKH &RPSDQ
WKH 2SWLRQHH RU WKH IXOO SD\PHQW XQGHU WKH VDPH FRQGLWLRQV RI DQ\ D
EH ERUQH E\ WKH &RPSDQ\

(G(5&.6(2) 237,216

D 3URFHGXUH IRU ([HUFLVH 5LJKWV DV D 6KDUHKROGHU

$Q\ 2SWLRQ JUDQWHG KHUHXQGHU VKDOO EH H[HUFLVDEOH DFFRUGLQJ WR WKH W
VXFK FRQGLWLRQV DV GHWHUPLQHG E\ WKH $GPLQLVWUDWRU DQG VHW IRUWK LQ
$Q 2SWLRQ PD\ QRW EH H[HUFLVHG IRU D IUDFWLRQ RI D 6KDUH

$Q 2SWLRQ VKDOO EH GHHPHG H[HUFLVHG ZKHQ WKH &RPSDQ\ UHFHLYHYV L zZuL
WKH SURYLVLRQV RI WKH 2SWLRQ $JUHHPHQW WRJHWKHU ZLWK D VKDUH VXEVFU|
RX GxDFKDW GXO\ HIHFXWHG E\ WKH SHUVRQ HQWLWOHG WR H[HUFLVH WKH 2SWL
UHVSHFW WR ZKLFK WKH 2SWLRQ LV H[HUFLVHG )XOO SD\PHQW PD\ FRQVLVW RI |
DXWKRUL]J]HG E\ WKH $GPLQLVWUDWRU DQG SHUPLWWHG E\ WKH 2SWLRQ $JUHHPHC

KHUH WKH H[HUFLVH RI DQ 2SWLRQ ZRXOG OHDG WKH &RPSDQ\ WR EH OLDEOH IR
WR FKDUJHV RI DQ\ QDWXUH ZKDWVRHYHU LQ SODFH RI WKH 2SWLRQHH VXFK 2S\
IXOO SD\PHQW IRU WKH 6KDUHV ZLWK UHVSHFW WR ZKLFK WKH 2SWLRQ LV H[HUFL
2SWLRQHH SURYLGHV WKH &RPSDQ\ ZLWK HLWKHU WKH UHFHLSW VWDWLQJ WKH S
FKDUJH DV DERYH GHVFULEHG WKDW ZRXOG RWKHUZLVH EH SDLG E\ WKH &RPSDQ
WKH 2SWLRQHH RU WKH IXOO SD\PHQW XQGHU WKH VDPH FRQGLWLRQV RI DQ\ D
EH ERUQH E\ WKH &RPSDQ\

1DQRELRWL[ O 6BWRFN RSWLRQ *UDQW $JUHHPHQW
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8SRQ H[HUFLVH RI DQ 2SWLRQ WKH 6KDUHV LVVXHG RU VROG WR WKH 2SWLRQHH
WKH &RPSDQ\ RI WKH VDPH FODVVY DQG VKDOO EH HQWLWOHG WR GLYLGHQGV RQF
GXULQJ ZKLFK WKH 2SWLRQ LV H[HUFLVHG

,Q WKH HYHQW WKDW D %HQHILFLDU\ LQIULQJHV RQH Rl WKH DERYH PHQWLRQHG |
DQ\ FRQVHTXHQFHV UHVXOWLQJ IURP VXFK LQIULQJHPHQW IRU WKH &RPSDQ\ DQG
UHVSHFW RI DOO DPRXQWYV SD\DEOH E\ WKH &RPSDQ\ LQ FRQQHFWLRQ ZLWK VXFK
*UDQWLQJ RI DQ 2SWLRQ LQ DQ\ PDQQHU VKDOO UHVXOW LQ D GHFUHDVH LQ WKH
DYDLODEOH IRU SXUSRVHV RI WKH 30DQ E\ WKH QXPEHU RI 6KDUHV DV WR ZKLFK

E 7THUPLQDWLRQ RI WKH 2SWLRQHHXxV &RQWLQXRXV 6WDWXV DV %HQHILFLD

8SRQ WHUPLQDWLRQ RI DQ 2SWLRQHHxV &RQWLQXRXV 6WDWXV DV D %YHQHILFLDU!
'LVDELOLW\ WKH 2SWLRQHH PD\ HIHUFLVH KLV RU KHU 2SWLRQV EXW RQO\ ZLWKI
I1RWLFH RI *UDQW DQG RQO\ IRU WKH SDUW RI WKH 2SWLRQV WKDW WKH 2SWLRQt
WHUPLQDWLRQ EXW LQ QR HYHQW ODWHU WKDQ WKH H[SLUDWLRQ RI WKH WHUP F
8QOHVV D ORQJHU SHULRG LV VSHFLILHG LQ WKH 1RWLFH RI *UDQW RU RWKHUZLV
H[HUFLVDEOH IRU VL] PROQWKY IROORZLQJ WKH 2SWLRQHHxVY WHUPLQDWLRQ RI
RI DQ U,QFHQWLYH 6WRFN 2SWLRQU VXFK D SHULRG FDQQRW H[FHHG WKUHH P
&RQWLQXRXV 6WDWXV DV D %YHQHILFLDUN I DW WKH GDWH RI WHUPLQDWLRQ W|
2SWLRQV WKH 6KDUHV FRYHUHG E\ WKH XQH[HUFLVDEOH SRUWLRQ RI 2SWLRQV V
2SWLRQHH GRHV QRW H[HUFLVH DOO RI KLV RU KHU 2SWLRQV ZLWKLQ WKH WLPH \
WHUPLQDWH DQG WKH 6KDUHV FRYHUHG E\ VXFK 2SWLRQV VKDOO UHYHUW WR WK

F 'LVDELOLW\ RI 2SWLRQHH

,Q WKH HYHQW WKDW DQ 2SWLRQHHxV &RQWLQXRXV 6WDWXV DV D %HQHILFLDU\ W
XQOHVV RWKHUZLVH UHVROYHG E\ WKH %RDUG WKH 2SWLRQHH PD\ H[HUFLVH KLV
PRQWKV IURP WKH GDWH RI VXFK WHUPLQDWLRQ EXW RQO\ WR WKH H[WHQW WKH
WHUPLQDWLRQ EXW LQ QR HYHQW ODWHU WKDQ WKH H[SLUDWLRQ RI WKH WHUP F
,] DW WKH GDWH Rl WHUPLQDWLRQ WKH 2SWLRQHH LV QRW HQWLWOHG WR H[HUF
WKH XQH[HUFLVHG SRUWLRQ RI 2SWLRQV VKDOO UHYHUW WR WKH 30DQ , I DIWH
KLV RU KHU 2SWLRQV ZLWKLQ WKH WLPH VSHFLILHG KHUHLQ WKH 2SWLRQV VKDO
2SWLRQV VKDOO UHYHUW WR WKH 30DQ

G 'HDWK RI 2SWLRQHH

,Q WKH HYHQW RI WKH GHDWK RI DQ 2SWLRQHH GXULQJ WKH WHUP RI WKH 2SWLR(
2SWLRQV PD\ EH H[HUFLVHG DW DQ\ WLPH ZLWKLQ VL] PRQWKY IROORZLQJ WKH
D SHUVRQ ZKR DFTXLUHG WKH ULJKW WR H[HUFLVH WKH 2SWLRQ E\ EHTXHVW RU L
DUH H{[HUFLVDEOH DW WKH WLPH RI GHDWK I DW WKH WLPH RI GHDWK WKH 2SW
2SWLRQV WKH 6KDUHV FRYHUHG E\ WKH XQH[HUFLVHG SRUWLRQ RI 2SWLRQV VKD
GHDWK WKH 2SWLRQHHxVY HVWDWH RU D SHUVRQ ZKR DFTXLUHG WKH ULJKW WR H
GRHVY QRW H[HUFLVH WKH 2SWLRQV ZLWKLQ WKH WLPH VSHFLILHG KHUHLQ WKH 2
E\ VXFK 2SWLRQV VKDOO UHYHUW WR WKH 30DQ

121 75$16)(5%$% ./, 7< 2) 237,216

$Q 2SWLRQ PD\ QRW EH VROG SOHGJHG DVVLJQHG K\SRWKHFDWHG WUDQVIHUUI
ZLOO RU E\ ODZV RI GHVFHQW RU GLVWULEXWLRQ DQG PD\ EH HI[HUFLVHG GXULQ.
2SWLRQHH

$'-8670(176 8321 &+$1*(6 ,1 &$3,7%/,=%$7.,21 ',662/87,21

D &KDQJHV LQ FDSLWDOL]DWLRQ

,Q WKH HYHQW RI WKH FDUU\LQJ RXW E\ WKH &RPSDQ\ RI DQ\ RI WKH ILQDQFLDO F
&RPPHUFLDO &RGH DV IROORZV

DPRUWL]DWLRQ RU UHGXFWLRQ RI WKH VKDUH FDSLWDO

DPHQGPHQW RI WKH DOORFDWLRQ RI SURILWYV

GLVWULEXWLRQ RI lJUHH VKDUHYV

FDSLWDOL]DWLRQ RI UHVHUYHV SURILWV LVVXDQFH SUHPLXPV

1DQRELRWL[ O 6BWRFN RSWLRQ *UDQW $JUHHPHQW
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WKH LVVXDQFH RI VKDUHV RU VHFEXULWLHYV JLYLQJ ULJKW WR VKDUH)

RIl RI HILVWLQJ LQGHEWHGQHVV RIIHUHG H[FOXVLYHO\ WR WKH VKDUH

WKH &RPSDQ\ VKDOO WDNH WKH UHTXLUHG PHDVXUHV WR SURWHFW WKH LQWHUH
DUWLFOH / RI WKH &RPPHUFLDO &RGH

E 'LVVROXWLRQ RU /LTXLGDWLRQ

,Q WKH HYHQW RI WKH SURSRVHG GLVVROXWLRQ RU OLTXLGDWLRQ RI WKH &RPSD
SUHYLRXVO\ H{HUFLVHG LW ZLOO WHUPLQDWH LPPHGLDWHO\ SULRU WR WKH FRQ'
$GPLQLVWUDWRU PD\ LQ WKH H[HUFLVH RI LWV VROH GLVFUHWLRQ LQ VXFK LQVW
RI D GDWH GHWHUPLQHG E\ WKH $GPLQLVWUDWRU DQG JLYH HDFK 2SWLRQHH WKH
6KDUHV IRU ZKLFK WKH 2SWLRQV ZRXOG QRW RWKHUZLVH EH H[HUFLVDEOH

F &KDQJH LQ &RQWURDO
1R ODWHU WKDQ LPPHGLDWHO\ SULRU WR WKH FRPSOHWLRQ RI WKH UHOHYDQW /L

LQ WKH HYHQW RI D PHUJHU RI WKH &RPSDQ\ LQWR DQRWKHU FRUSRUDWLRQ RU
DFWLQJ DORQH RU LQ FRQFHUW RI WKH &RPSDQ\ WR RQH RU VHYHUDO WKLUG SD
RlI PRUH WKDQ ILIW\ SHU FHQW Rl WKH 6KDUHV Rl WKH &RPSDQ\ WR VDLG WKL
2SWLRQHHXxV ULJKW WR H[HUFLVH WKH 2SWLRQV ZLOO EH DFFHOHUDWHG VR WKDYV
LPPHGLDWHO\ SULRU WR WKH FRPSOHWLRQ Rl WKH UHOHYDQW /LTXLGLW\ (YHQW

WKH 2SWLRQV WKDW PD\ EH HIHUFLVHG VKDOO KDYH WR EH HIHUFLVHG QR ODWF
UHOHYDQW /LTXLGLW\ (YHQW LW EHLQJ VSHFLILHG WKDW WKH &RPSDQ\ VKDOO LC
(YHQW DW OHDVW GD\V SULRU WR WKH FRPSOHWLRQ WKHUHRI DQG

DQ\ 2SWLRQV QRW H[HUFLVHG IRU DQ\ UHDVRQ RQ RU SULRU WR WKH GDWH RI FI
ODSVH

JRU ,QFHQWLYH 6WRFN 2SWLRQV DOO DVVXPSWLRQV VXEVWLWXWLRQV DQG DGM:
6HFWLRQV DQG Rl WKH 86 &RGH DQG WKH UHJXODWLRQVY SURPRIJDWHG WKHU
86 %HQHILFLDULHY LQ DFFRUGDQFH ZLWK WKH 6HFWLRQ Rl WKH 86 &RGH

*58$17

7KH 'DWH Rl *UDQW RI DQ 2SWLRQ VKDOO EH IRU DOO SXUSRVHV WKH GDW|
JUDQW VXFK 2SWLRQ $ QRWLFH RI JUDQW VKDOO EH SURYLGHG WR HDFK 2SWLRC
*UDQW

,Q WKH HYHQW RI DQ\ WD[ OLDELOLW\ DULVLQJ RQ DFFRXQW RI WKH JUDQW
VKDOO EH WKDW RI WKH %YHQHILFLDU\ DORQH
7KH %HQHILFLDU\ VKDOO HQWHU LQWR VXFK DJUHHPHQWYV RI LQGHPQLW\ DQG HI[H
PD\ VSHFLI\ IRU WKLV SXUSRVH LI VR UHTXLUHG DW WKH 'DWH RI *UDQW DQG DW
&RPSDQ\ RQ VXFK WHUPV DQG FRQGLWLRQV DV WKH &RPSDQ\ PD\ WKLQN ILW IRU
%HQHILFLDU\

$0(1'0(17 $1' 7(50,1%$7.,21 2) 7+( 3/%1

D $PHQGPHQW DQG 7HUPLQDWLRQ
7KH $GPLQLVWUDWRU PD\ DW DQ\ WLPH DPHQG DOWHU VXVSHQG RU WHUPLQDWH
E 6KDUHKROGHUVx DSSURYDO
7KH &RPSDQ\ VKDOO REWDLQ VKDUHKROGHUVXx DSSURYDO RI DQ\ 30DQ DPHQGPHQ
FRPSO\ ZLWK 86 $SSOLFDEOH /DZV LQFOXGLQJ WKH UHTXLUHPHQWYV RI DQ\ H[FKD

PD\ WKHQ EH OLVWHG RU TXRWHG 6XFK VKDUHKROGHUY DSSURYDO LI UHTXLUH
VXFK D GHJUHH DV LV UHTXLUHG E\ WKH DSSOLFDEOH ODZ UXOH RU UHJXODWLRQ

1DQRELRWL[ O 6BWRFN RSWLRQ *UDQW $JUHHPHQW
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F (IITHFW RI DPHQGPHQW RU WHUPLQDWLRQ
1R DPHQGPHQW DOWHUDWLRQ VXVSHQVLRQ RU WHUPLQDWLRQ RI WKH 30DQ VKD
PXWXDOO\ DJUHHG RWKHUZLVH EHWZHHQ WKH 2SWLRQHH DQG WKH $GPLQLVWUDW
VLIQHG E\ WKH 2SWLRQHH DQG WKH &RPSDQ\

&21',7,216 8321 ,668%$1&( 2) 6+$5(6

D /HIJDO &RPSOLDQFH

6KDUHVY KHOG E\ D 86 %YHQHILFLDU\ VKDOO QRW EH VROG RU LVVXHG SXUVXDQW W
RlI VXFK 2SWLRQ DQG WKH LVVXDQFH RU VDOH DQG GHOLYHU\ RI VXFK 6KDUHV VK
LQFOXGLQJ ZLWKRXW OLPLWDWLRQ WKH &RPPHUFLDO &RGH WKH UBHFXULWLHYV
UXOHVY DQG UHJXODWLRQV SURPXOJDWHG WKHUHXQGHU 86 $SSOLFDEOH /DZV DQ(
TXRWDWLRQ VI\VWHP XSRQ ZKLFK WKH 6KDUHV PD\ WKHQ EH OLVWHG RU TXRWHG

E ,QYHVWPHQW 5HSUHVHQWDWLRQYV
$V D FRQGLWLRQ WR WKH H[HUFLVH RI DQ 2SWLRQ E\ D 86 %HQHILFLDU\ WKH &RP
2SWLRQ WR UHSUHVHQW DQG ZDUUDQW DW WKH WLPH RI DQ\ VXFK H[HUFLVH WKD
RQO\ IRU LQYHVWPHQW DQG ZLWKRXW DQ\ SUHVHQW LQWHQWLRQ WR VHOO RU GL
WKH &RPSDQ\ VXFK D UHSUHVHQWDWLRQ LV UHTXLUHG

[,$%./,.7< 2) &203%$1<

7KH LQDELOLW\ RI WKH &RPSDQ\ WR REWDLQ DXWKRULW\ IURP DQ\ UHJXODW
LV GHHPHG E\ DQ\ FRXQVHO WR WKH &RPSDQ\ WR EH QHFHVVDU\ WR WKH ODZIXO |
VKDOO UHOLHYH WKH &RPSDQ\ RI DQ\ OLDELOLW\ LQ UHVSHFW RI WKH IDLOXUH WI
UHTXLVLWH DXWKRULW\ VKDOO QRW KDYH EHHQ REWDLQHG

7KH &RPSDQ\ DQG LWV $IILOLDWHG &RPSDQLHV PD\ QRW EH KHOG UHVSRQVL
UHDVRQ QRW DWWULEXWDEOH WR WKH &RPSDQ\ RU LWV $IILOLDWHG &RPSDQLHV =
6KDUHV

6+$5(+2/'(5x6 $33529%/

7KH 30DQ VKDOO EH VXEMHFW WR DSSURYDO E\ WKH VKDUHKROGHUV RI WKH &RP
30DQ LV DGRSWHG E\ WKH %RDUG 6XFK VKDUHKROGHU DSSURYDO VKDOO EH REV
XQGHU WKH &RPPHUFLDO &RGH DQG 86 $SSOLFDEOH /DZV

/$: -85.,6"',&7,21

7KLV 30bQ VKDOO EH JRYHUQHG E\ DQG FRQVWUXHG LQ DFFRUGDQFH ZLWK WKH C
7KH UHOHYDQW FRXUW RI WKH UHJLVWHUHG RIILFH RI WKH &RPSDQ\ VKDOO EH HJI
GLVSXWH DULVLQJ LQ FRQQHFWLRQ KHUHZLWK

7KH JUDQW RI 2SWLRQV XQGHU WKLV 30DQ VKDOO HQWLWOH WKH &RPSDQ\ WR UH
UHTXLUHPHQWY RI ODZ DV PD\ EH QHFHVVDU\ LQ WKH 2SWLRQV RI WKH &RPSDQ\ I
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>2SWLRQQHHxXV 1DPH DQG $GGUHVV@

<RX KDYH EHHQ JUDQWHG 2SWLRQV WR VXEVFULEH RUGLQDU\ 6KDUHV RI WKH &RP
WKH 6WRFN 2SWLRQ 30DQ WKH U30DQU DQG WKLV 2SWLRQ $JUHHPHQW 2SW
DQG IROORZLQJ RI WKH JUHQFK &RPPHUFLDO &RGH 7KH\ DUH QRW SDUW RI WKH |
KDV DOORZHG WKH 2SWLRQHH WR EH JUDQWHG WKH 2SWLRQV 1HLWKHU GR WKH\
UHPXQHUDWLRQ 8QOHVV RWKHUZLVH GHILQHG KHUHLQ WKH WHUPV GHILQHG LQ
LQ WKLV 2SWLRQ $JUHHPHQW

'‘DWH RI *UDQW > @

IHVWLQJ &RPPHQFHPHRW @WH

([HUFLVH 3ULFH SHU 6KDUH (85BBBBBBBBBBBBBBB
7TRWDO 1XPEHU RI 6KDUHYV *UDQWHG > @

7TRWDO ([HUFLVH 3ULFH (85BBBBBBBBBBBB
7\SH RI 2SWLRQV 1RQ VWDWXWRU\ 6WRFN 2SWLRQV

7THUP ([SLUDWLRQ 'DWH @

GDWH RI WKH ERDUG PHHWLQJ KDYLQJ DOORFDWHG WKH 2SWLRQ

GDWH FKRVHQ E\ WKH %RDUG DV WKH 9HVWLQJ &RPPHQFHPHQW 'DWH IDLOLQJ \

IRU8 6 %HQHILFLDULHYV RQO\

GDWH RI WHUPLQDWLRQ RI WKH 2SWLRQ DUWLFOH Rl WKH 30DQ ZKLFK VKDO(
RZQHU DQG \HDUV IRU D 8 6 2SWLRQHH

:KHUH WKH H[HUFLVH RI DQ 2SWLRQ DV GHVFULEHG XQGHU $UWLFOH D RI WKH
DQ\ SD\PHQW ZKHWKHU GXH WR IHHV WD[HV RU WR FKDUJHV RI DQ\ QDWXUH ZKD
2SWLRQ VKDOO EH GHHPHG GXO\ HIHUFLVHG ZKHQ WKH IXOO SD\PHQW IRU WKH 6K
H[HUFLVHG LV H[HFXWHG E\ WKH 2SWLRQHH DQG WKH 2SWLRQHH SURYLGHV WKH &
SD\PHQW E\ WKH 2SWLRQHH RI DQ\ VXFK IHH WD[ RU FKDUJH DV DERYH GHVFULEI
&RPSDQ\ XSRQ H[HUFLVH RI WKH 2SWLRQ LQ SODFH RI WKH 2SWLRQHH RU WKH IX
DQ\ DPRXQW GXH XSRQ WKH H[HUFLVH RI WKH 2SWLRQ WR EH ERUQH E\ WKH &RPS

,Q WKH HYHQW WKDW \RX LQIULQJH WKH DERYH PHQWLRQHG FRPPLWPHQW \RX VK
UHVXOWLQJ IURP VXFK LQIULQJHPHQW IRU WKH &RPSDQ\ DQG XQGHUWDNH WR LQ¢
DPRXQWYV SD\DEOH E\ WKH &RPSDQ\ LQ FRQQHFWLRQ ZLWK VXFK LQIULQJHPHQW
9DOLGLW\ RI WKH 2SWLRQV

7KH 2SWLRQV ZLOO EH YDOLG DV IURP WKH 'DWH RI *UDQW

9HVWLQJ 6FKHGXOH

8QOHVV RWKHUZLVH GHWHUPLQHG RU DGDSWHG E\ WKH %RDUG WKH 2SWLRQV PD
WKH IROORZLQJ LQLWLDO YHVWLQJ VFKHGXOH VXEMHFW WR WKH FRQGLWLRQ SUH
UHWXUQHG WR WKH &RPSDQ\ WKH GRFXPHQWY UHIHUUHG WR XQGHU VHFWLRQ R
GXO\ LQLWLDOHG DQG VLJIQHG

XS WR RQH WKLUG RI WKH 2SWLRQV DV RI > @

WKHQ XS WR DQ DGGLWLRQDO WUDQFKH HTXDO WR RQH WKLUG RI WKH 2SWLRQV
> @ IRU RQH WKLUG DQG DV RI > @ IRU WKH ODVW WKLUG DQG VXEMHFW IRU
2SWLRQHH LQ WKH JURXS GXULQJ WKH FRUUHVSRQGLQJ UHIHUHQFH SHULRG

DW WKH ODWHVW ZLWKLQ WHQ \HDUV DV IURP WKH 'DWH Rl *UDQW RU LQ FDV
VXFK WKHQ \HDU SHULRG VL] PRQWKY DV IURP WKH GHDWK RU 'LVDELOLW\
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IRU WKH DYRLGDQFH RI GRXEW WKDW QR 2SWLRQ JUDQWHG WR DQ\ 8 6 2SWLRQQ
DQQLYHUVDU\ RI WKH 'DWH RI *UDQW

7KH QXPEHU RI 2SWLRQV WKDW FRXOG EH H[HUFLVHG SXUVXDQW WR WKH DERYH )
WKH QHDUHVW IXO0 QXPEHU

, ] WKH 2SWLRQHH IDLOV WR H[HUFLVH WKH 2SWLRQV LQ ZKROH RU LQ SDUW ZLWK|
HIWHQGHG WR VL[ PRQWKYV IURP WKH GHDWK RU 'LVDELOLW\ RI WKH 2SWLRQHH

THUPLQDWLRQ 3HULRG

8QOHVV RWKHUZLVH GHFLGHG E\ WKH %RDUG LQ FDVH Rl WHUPLQDWLRQ RI WKH :
WKH 2SWLRQV H[HUFLVDEOH DW WKH WLPH Rl WHUPLQDWLRQ PD\ EH H[HUFLVHG I
6WRFN 2SWLRQV DIWHU VXFK WHUPLQDWLRQ EHLQJ VSHFLILHG WKDW DOO RWKHL
WHUPLQDWLRQ

8QOHVYVY RWKHUZLVH GHFLGHG E\ WKH %RDUG XSRQ WKH GHDWK RI WKH 2SWLRQH
SHULRG RI VL] PRQWKY DV SURYLGHG LQ WKH 30DQ

6DYH DV SURYLGHG LQ WKH 30DQ LQ QR HYHQW VKDOO WKH 2SWLRQV EH H[HUFL)\
SURYLGHG DERYH 6KRXOG WKH 2SWLRQV H[SLUH RU EHFRPH XQH[HUFLVDEOH IRL
LQ IXOO WKH XQVXEVFULEHG 6KDUHV ZKLFK ZHUH VXEMHFW WKHUHWR VKDOO XC
EHFRPH DYDLODEOH IRU IXWXUH JUDQW XQGHU WKH 30DQ

%\ KLV VLIQDWXUH DQG WKH VLIQDWXUH RI WKH &RPSDQ\xV UHSUHVHQWDWLYH E
WKH 2SWLRQV DUH JUDQWHG XQGHU bDQG JRYHUQHG E\ WKH WHUPVY DQG FRQGLWL
2SWLRQHH KDV UHYLHZHG WKH 30DQ DQG WKLV 2SWLRQ $JUHHPHQW LQ WKHLU HC
DGYLFH RI FRXQVHO SULRU WR H[HFXWLQJ WKLV 2SWLRQ $JUHHPHQW DQG IXOO\ X
$JUHHPHQW 7KH 2SWLRQHH KHUHE\ DJUHHY WR DFFHSW DV ELQGLQJ FRQFOXVL)Y
WKH $GPLQLVWUDWRU XSRQ DQ\ TXHVWLRQV UHODWLQJ WR WKH 30DQ DQG 2SWLR
QRWLI\ WKH &RPSDQ\ XSRQ DQ\ FKDQJH LQ WKH UHVLGHQFH DGGUHVV LQGLFDWHC
A
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*UDQW RI 2SWLRQV

7KH $GPLQLVWUDWRU RI WKH &RPSDQ\ KHUHE\ JUDQWYV WR WKH 2SWLRQH|
DV 3DUW , Rl WKLV $JUHHPHQW WKH U2SWLRQHHU > @ RSWLRQV WKH U2SWLR!
DV VHW IRUWK LQ WKH 1RWLFH RI *UDQW DW WKH H[HUFLVH SULFH SHU 6KDUH VH
3ULFHU VXEMHFW WR WKH WHUPV DQG FRQGLWLRQV Rl WKH 30DQ ZKLFK LV LQF

,Q WKH HYHQW RI D FRQIOLFW EHWZHHQ WKH WHUPV DQG FRQGLWLRQV RI WKH 30
$JUHHPHQW WKH WHUPV DQG FRQGLWLRQV RI WKH 30DQ VKDOO SUHYDLO

,] GHVLIQDWHG LQ WKH 1RWLFH RI *UDQW DV DQ ,OFHQWLYH 6WRFN 2SWLRQ WKL
6WRFN 2SWLRQ XQGHU 6HFWLRQ RI WKH 86 &RGH DOWKRXJK WKH &RPSDQ\ PDNI
Rl WKH 2SWLRQ +RZHYHU LI WKLV 2SWLRQ LV LQWHQGHG WR EH DQ ,QFHQWLYH

8 6 UXOH RI 86 &RGH 6HFWLRQ G WKH H[FHVV VKDOO EH WUHDWHG DV D

$Q 2SWLRQ ZLOO EH YDOLG DV IURP WKH 'DWH RI *UDQW

,Q WKH HYHQW RI DQ\ WD[ OLDELOLW\ DULVLQJ RQ DFFRXQW RI WKH *UDQ
WD[HV VKDOO EH WKDW RI WKH %HQHILFLDU\ DORQH 7KH %HQHILFLDU\ VKDOO HC(
H[HFXWH DQ\ DQG DOO GRFXPHQWY DV WKH &RPSDQ\ PD\ VSHFLI\ IRU WKLV SXUSR
DQG DW DQ\ RWKHU WLPH DW WKH GLVFUHWLRQ RI WKH &RPSDQ\ RQ VXFK WHUPV
IRU UHFRYHU\ RI WKH WD[ GXH IURP WKH %HQHILFLDU\

([HUFLVH RI 2SWLRQV

D5LJKW WR ([MQF2Z¥YWLRQ LV HIHUFLVDEOH GXULQJ LWV WHUP LQ DFFRUGDQFH ZL
I1RWLFH RI *UDQW DQG WKH DSSOLFDEOH SURYLVLRQV RI WKH 30DQ DQG WKLV 2S
SUHFHGHQW WKDW WKH 2SWLRQHH VKDOO KDYH SUHYLRXVO\ UHWXUQHG WR WKH
FRQGLWLRQV VHW IRUWK LQ $UWLFOH EHORZ

3buUw , DQG 3DbUW ,, RI WKH 6WRFN 2SWLRQ *UDQW $JUHHPHQW ([KLELW GXO\ L
DQG VLIQHG VLIQDWXUH SDJH
,Q WKH HYHQW RI 2SWLRQHHxVY GHDWK 'LVDELOLW\ RU RWKHU WHUPLQDWLRQ RI ¢
H[HUFLVDELOLW\ RI DQ 2SWLRQ LV JRYHUQHG E\ WKH DSSOLFDEOH SURYLVLRQV R

EOHWKRG RI ([HMQFRPSWLRQ LV H[HUFLVDEOH E\ GHOLYHU\ RI DQ H[HUFLVH QRWLFF
U([HUFLVH 1RWLFHU VWDWLQJ WKH HOHFWLRQ WR H[HUFLVH WKH 2SWLRQ WKH Q
EHLQJ H[HUFLVHG WKH U([HUFLVHG 6KDUHVU DQG VXFK RWKHU UHSUHVHQWDWL
&RPSDQ\ SXUVXDQW WR WKH SURYLVLRQV Rl WKH 30DQ 7KH ([HUFLVH 1RWLFH Vk
GHOLYHUHG LQ SHUVRQ RU E\ FHUWLILHG PDLO WR WKH &RPSDQ\ RU LWV GHVLJQI
LPPHGLDWHO\ FRQILUPHG E\ FHUWLILHG PDLO WR WKH &RPSDQ\ 7KH ([HUFLVH 1R
WKH DJJUHJDWH ([HUFLVH 3ULFH DV WR DOO ([HUFLVHG 6KDUHV $Q 2SWLRQ VKD
WKH &RPSDQ\ Rl VXFK IXOO\ H[HFXWHG ([HUFLVH 1RWLFH DFFRPSDQLHG E\ WKH SL
([HUFLVH 3ULFH

1R 6KDUH VKDOO EH LVVXHG SXUVXDQW WR WKH H[HUFLVH RI DQ 2SWLRQ XQOHVYV
UHOHYDQW SURYLVLRQV RI ODZ DV VHW RXW XQGHU 6HFWLRQ D RI WKH 30DQ

8SRQ H[HUFLVH RI DQ 2SWLRQ WKH 6KDUHV LVVXHG WR WKH 2SWLRQHH VKDOO Et
&RPSDQ\ DQG VKDOO EH HQWLWOHG WR GLYLGHQGV IRU WKH ILVFDO \HDU LQ FRX

OHWKRG RI 3BBDRARRRQW RI WKH DJJUHJDWH ([HUFLVH 3ULFH VKDOO EH PDGH E\
H[HFXWLRQ RI WKH FRUUHVSRQGLQJ HI[FKDQJH FRQWUDFW

KHUH WKH H[HUFLVH RI DQ 2SWLRQ ZRXOG OHDG WKH &RPSDQ\ WR EH OLDEOH IR
WR FKDUJHV RI DQ\ QDWXUH ZKDWVRHYHU LQ SODFH RI WKH 2SWLRQHH VXFK 2S\
WKH IXO0 SD\PHQW IRU WKH 6KDUHV ZLWK UHVSHFW WR ZKLFK WKH 2SWLRQ LV HJ
2SWLRQHH SURYLGHV WKH &RPSDQ\ ZLWK HLWKHU L WKH UHFHLSW VWDWLQJ WK
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FKDUJH DV DERYH GHVFULEHG WKDW ZRXOG RWKHUZLVH EH SDLG E\ WKH &RPSDQ
WKH 2SWLRQHH RU LL WKH IXOO SD\PHQW XQGHU WKH VDPH FRQGLWLRQV RI D
WR EH ERUQH E\ WKH &RPSDQ\

7KH &RPSDQ\ DQG LWV $IILOLDWHG &RPSDQLHVY PD\ QRW EH KHOG UHVSRQVLEOH L
UHDVRQ QRW DWWULEXWDEOH WR WKH &RPSDQ\ RU LWV $IILOLDWHG &RPSDQLHV
SXUFKDVH WKH 6KDUHYVY 7KH SD\PHQW IRU WKH SXUFKDVH RI WKH VKDUHV VKDOO
KHU RZQ UHVSRQVLELOLW\ DFFRUGLQJ WR WKHVH 7HUPVY DQG &RQGLWLRQV

1RQ 7UDQVIHUDELOL%Q RSWEWQRD\ QRW EH WUDQVIHUUHG LQ DQ\ PDQQHU R
WKH ODZV Rl GHVFHQW RU GLVWULEXWLRQ DQG PD\ EH H[HUFLVHG GXULQJ WKH O
7KH WHUPV RI WKH 30DQ DQG WKLV 2SWLRQ $JUHHPHQW VKDOO EH ELQGLQJ XSRQ
VXFFHVVRUV DQG DVVLJQV Rl WKH 2SWLRQHH

7HUP RI 2SWABREMWHFW DV SURYLGHG LQ WKH 30DQ DQ 2SWLRQ PD\ EH H[HUFL
WKH 1RWLFH RI *UDQW DQG PD\ EH H[HUFLVHG GXULQJ VXFK WHUP RQO\ LQ DFFR!
2SWLRQ $JUHHPHQW

(QWLUH $JUHHPHQW *R¥HIQ0QQO /DZ LQFRUSRUDWHG KHUHLQ E\ UHIHUHQFH
$IJUHHPHQW FRQVWLWXWH WKH HQWLUH DJUHHPHQW RI WKH SDUWLHV ZLWK UHVS
WKHLU HQWLUHW\ DOO SULRU XQGHUWDNLQJYV DQG DJUHHPHQWY RI WKH &RPSDQ\
KHUHRI DQG PD\ QRW EH PRGLILHG DGYHUVHO\ WR WKH 2SWLRQHHXV LQWHUHVW
&RPSDQ\ DQG 2SWLRQHH 7KLV DJUHHPHQW LV JRYHUQHG E\ WKH ODZV RI WKH 5F

$Q\ FODLP RU GLVSXWH DULVLQJ XQGHU WKH 30DQ RU WKLV $JUHHPHQW VKDOO E
FRPSHWHQW IRU WKH SODFH RI WKH UHJLVWHUHG RIILFH RI WKH &RPSDQ\

7D[ 2EOLJDWHRQVGOHVV RI DQ\ DFWLRQ WKH &RPSDQ\ RU 2SWLRQHHxXxV HPSO
UHVSHFW WR DQ\ RU DOO LQFRPH WD[ VRFLDO LQVXUDQFH SD\UROO WD[ RU RWI
2SWLRQHH DFNQRZOHGJHV WKDW WKH XOWLPDWH OLDELOLW\ IRU DOO 7D[ 5HODW|
2SWLRQHHXxV UHVSRQVLELOLW\ DQG WKDW WKH &RPSDQ\ DQG RU WKH (PSOR\HU
UHJDUGLQJ WKH WUHDWPHQW RI DQ\ 7D[ 5SHODWHG ,WHPV LQ FRQQHFWLRQ ZLWK L
JuUbQwW YHVWLQJ RU HI[HUFLVH RI WKH 2SWLRQ WKH VXEVHTXHQW VDOH RI VKDUH
H[HUFLVH DQG WKH UHFHLSW RI DQ\ GLYLGHQGV DQG GR QRW FRPPLW WR VWU
WKH 2SWLRQ WR UHGXFH RU HOLPLQDWH 2SWLRQHHxV OLDELOLW\ IRU 7D[ 5HODW

B3ULRU WR H[HUFLVH RI WKH 2SWLRQ 2SWLRQHH ZLOO SD\ RU PDNH DGHTXDWH DU
WKH (PSOR\HU WR VDWLVI\ DOO ZLWKKROGLQJ REOLJDWLRQV RI WKH &RPSDQ\ DQ
2SWLRQHH DXWKRUL]JHV WKH &RPSDQ\ DQG RU WKH (PSOR\HU WR ZLWKKROG DOO |
E\ 2SWLRQHH IURP 2SWLRQHHXV FRPSHQVDWLRQ SDLG WR 2SWLRQHH E\ WKH &RPE¢
WKH VDOH RI 6KDUHV $OWHUQDWLYHO\ RU LQ DGGLWLRQ LI SHUPLVVLEOH XQG't
WKH VDOH RI 6KDUHV WKDW 2SWLRQHH DFTXLUHV WR PHHW WKH ZLWKKROGLQJ RE
ZLOO SD\ WR WKH &RPSDQ\ RU WKH (PSOR\HU DQ\ DPRXQW RI 7D[ 5SHODWHG ,WHPV
UHTXLUHG WR ZLWKKROG DV D UHVXOW RI 2SWLRQHHxVY SDUWLFLSDWLRQ LQ WKH
EH VDWLVILHG E\ WKH PHDQV SUHYLRXVO\ GHVFULEHG 7KH &RPSDQ\ PD\ UHIXVH
WKH 6KDUHV LVVXDEOH XSRQ H[HUFLVH RI WKH 2SWLRQV LI 2SWLRQHH IDLOV WR |
ZLWK WKH 7D[ 5SHODWHG ,WHPV DV GHVFULEHG LQ WKLV VHFWLRQ

IDWXUH RI *QDBCFWHSWLQJ WKH JUDQW 2SWLRQHH DFNQRZOHGJHV WKDW

D WKH 30DQ LV HVWDEOLVKHG YROXQWDULO\ E\ WKH &RPSDQ\ LW LV GLVF
DPHQGHG VXVSHQGHG RU WHUPLQDWHG E\ WKH &RPSDQ\ DW DQ\ WLPH XQOHVV F
$IJUHHPHQW

E WKH JUDQW RI WKH 2SWLRQ LV YROXQWDU\ DQG RFFDVLRQDO DQG GRHV
UHFHLYH IXWXUH JUDQWY RI RSWLRQV RU EHQHILWY LQ OLHX RI RSWLRQV HYHQ
SDVW

F DOO GHFLVLRQV ZLWK UHVSHFW WR IXWXUH RSWLRQ JUDQWYV LI DQ\ ZLC

G 2SWLRQHHxV SDUWLFLSDWLRQ LQ WKH 30DQ VKDOO QRW FUHDWH D ULJK

VKDOO QRW LQWHUIHUH ZLWK WKH DELOLW\ RI WKH (PSOR\HU WR WHUPLQDWH 2S\
ZLWKRXW FDXVH
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H 2SWLRQHH LV YROXQWDULO\ SDUWLFLSDWLQJ LQ WKH 30DQ

| WKH 2SWLRQ LV DQ H[WUDRUGLQDU\ LWHP WKDW GRHV QRW FRQVWLWXWF
NLQG UHQGHUHG WR WKH &RPSDQ\ RU WKH (PSOR\HU DQG ZKLFK LV RXWVLGH WK
DQ\

J WKH 2SWLRQ LV QRW SDUW RI QRUPDO RU H[SHFWHG FRPSHQVDWLRQ RU
OLPLWHG WR FDOFXODWLQJ DQ\ VHYHUDQFH UHVLIJQDWLRQ WHUPLQDWLRQ UHC
VHUYLFH DZDUGY SHQVLRQ RU UHWLUHPHQW EHQHILWYV RU VLPLODU SD\PHQWYV D
FRPSHQVDWLRQ IRU RU UHODWLQJ LQ DQ\ ZzD\ WR SDVW VHUYLFHV IRU WKH &RPS

K WKH 2SWLRQ JUDQW ZLOO QRW EH LQWHUSUHWHG WR IRUP DQ HPSOR\PH
RU DQ\ 6XEVLGLDU\ RU DIILOLDWH RI WKH &RPSDQ\

L WKH IXWXUH YDOXH RI WKH XQGHUO\LQJ 6KDUHV LV XQNQRZQ DQG FDQQF
M LI WKH XQGHUO\LQJ 6KDUHVY GR QRW LQFUHDVH LQ YDOXH WKH 2SWLRQ

N LI 2SWLRQHH H[HUFLVHV 2SWLRQHHXxV 2SWLRQ DQG REWDLQV 6KDUHV W|
H[HUFLVH PD\ LQFUHDVH RU GHFUHDVH LQ YDOXH HYHQ EHORZ WKH H[HUFLVH SU

O LQ FRQVLGHUDWLRQ RI WKH JUDQW RI WKH 2SWLRQ QR FODLP RU HQWLYV
DULVH IURP WHUPLQDWLRQ RI WKH 2SWLRQ RU GLPLQXWLRQ LQ YDOXH RI WKH 2S"
2SWLRQ UHVXOWLQJ IURP WHUPLQDWLRQ RI 2SWLRQHHXxV HPSOR\PHQW WKH &RPS
ZKDWVRHYHU DQG 2SWLRQHH LUUHYRFDEO\ UHOHDVHV WKH &RPSDQ\ DQG WKH (P
LI QRWZLWKVWDQGLQJ WKH IRUHJRLQJ DQ\ VXFK FODLP LV IRXQG E\ D FRXUW RI
VLIQLQJ WKLV $IJUHHPHQW 2SWLRQHH VKDOO EH GHHPHG LUUHYRFDEO\ WR KDYH
FODLP DQG

P LQ WKH HYHQW RI WHUPLQDWLRQ RI 2SWLRQHHXxV HPSOR\PHQW 2SWLRQF
WKH 2SWLRQ XQGHU WKH 30DQ LI DQ\ ZLOO WHUPLQDWH HIIHFWLYH DV RI WKH G
UHJDUGOHVV RI ZKHQ VXFK WHUPLQDWLRQ LV HIITHFWLYH IXUWKHUPRUH LQ WKH
ULJKW WR H[HUFLVH WKH 2SWLRQ DIWHU WHUPLQDWLRQ RI HPSOR\PHQW LI DQ\ 2
2SWLRQHH UHFHLYHV QRWLFH RI WHUPLQDWLRQ WKH &RPSDQ\ VKDOO KDYH WKH
2SWLRQHH LV QR ORQJHU DFWLYHO\ HPSOR\HG IRU SXUSRVHV RI 2SWLRQHHXxV 2S\V
FRPSHQVDWLRQ LQ OLHX RI VXFK QRWLFH WKDW LV JLYHQ RU RXJKW WR KDYH EH
ODZ RU FLYLO ODZ VKDOO EH H[FOXGHG

'DWD 3ULYSPYLRQHH KHUHE\ H[SOLFLWO\ DQG XQDPELJXRXVO\ FRQVHQWYV WR
HOHFWURQLF RU RWKHU IRUP RI 2SWLRQHHXxV SHUVRQDO GDWD DV GHVFULEHG L¢
(PSOR\HU WKH &RPSDQ\ DQG LWV VXEVLGLDULHYV DQG DIILOLDWHV IRU WKH H[FO X
DQG PDQDJLQJ 2SWLRQHHxV SDUWLFLSDWLRQ LQ WKH 30DQ

2SWLRQHH XQGHUVWDQGY WKDW WKH &RPSDQ\ DQG WKH (PSOR\HU PD\ KROG FHU\
LQFOXGLQJ EXW QRW OLPLWHG WR 2SWLRQHHxV QDPH KRPH DGGUHVV DQG WHO
QXPEHU RU RWKHU LGHQWLILFDWLRQ QXPEHU VDODU\ QDWLRQDOLW\ MRE WLWO
&RPSDQ\ GHWDLOV RI DOO RSWLRQV RU DQ\ RWKHU HQWLWOHPHQW WR VKDUHV R
XQYHVWHG RU RXWVWDQGLQJ LQ 2SWLRQHHxV IDYRU IRU WKH H[FOXVLYH SXUSR\
WKH 30DQ U'DWDU

2SWLRQHH XQGHUVWDQGY WKDW WKH UHFLSLHQWY RI WKH 'DWD PD\ EH ORFDWHG
RXWVLGH WKH (($ DQG WKDW WKH UHFLSLHQWVx FRXQWU\ HJ WKH 8QLWHG 6W|
SURWHFWLRQV WKDQ 2SWLRQHHXxV FRXQWU\ 2SWLRQHH XQGHUVWDQGV WKDW 2S
DGGUHVVHV RI DQ\ SRWHQWLDO UHFLSLHQWY RI WKH 'DWD E\ FRQWDFWLQJ 2SWLF

2SWLRQHH DXWKRUL]JHV WKH &RPSDQ\ DQG DQ\ RWKHU SRVVLEOH UHFLSLHQWYV ZK
WKH IXWXUH ZLWK LPSOHPHQWLQJ DGPLQLVWHULQJ DQG PDQDJLQJ WKH 30DQ W
'DWD LQ HOHFWURQLF RU RWKHU IRUP IRU WKH VROH SXUSRVH RI LPSOHPHQWL(
SDUWLFLSDWLRQ LQ WKH 30DQ 2SWLRQHH XQGHUVWDQGY WKDW 'DWD ZLOO EH K
DGPLQLVWHU DQG PDQDJH 2SWLRQHHxV SDUWLFLSDWLRQ LQ WKH 30DQ 2SWLRQI
YLHZ WKH 'DWD UHTXHVW DGGLWLRQDO LQIRUPDWLRQ DERXW WKH VWRUDJH SUR
DPHQGPHQWY WR 'DWD RU UHIXVH RU ZLWKGUDZ WKH FRQVHQWY KHUHLQ LQ DQ\
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2SWLRQHHxV ORFDO KXPDQ UHVRXUFHV UHSUHVHQWDWLYH 2SWLRQHH XQGHUVW
2SWLRQHHXxV FRQVHQW PD\ DITHFW 2SWLRQHHXxV DELOLW\ WR SDUWLFLSDWH LQ W
FRQVHTXHQFHV RI 2SWLRQHHXV UHIXVDO WR FRQVHQW RU ZLWKGUDZDO RI FRQVH
FRQWDFW 2SWLRQHHXxV ORFDO KXPDQ UHVRXUFHV UHSUHVHQWDWLYH

(OHFWURQLF "OH.&%RBSDQ\ PD\ LQ LWV VROH GLVFUHWLRQ GHFLGH WR GHO
WKH 2SWLRQ DQG SDUWLFLSDWLRQ LQ WKH 30DQ RU IXWXUH RSWLRQV WKDW PD\
WR UHTXHVW 2SWLRQHHxV FRQVHQW WR SDUWLFLSDWH LQ WKH 30DQ E\ HOHFWUF
VXFK GRFXPHQWYV E\ HOHFWURQLF GHOLYHU\ DQG LI UHTXHVWHG WR DJUHH WR ¢
HOHFWURQLF VA\VWHP HVWDEOLVKHG DQG PDLQWDLQHG E\ WKH &RPSDQ\ RU DQRW

6HYHUDEZRHWURYLVLRQV Rl WKLV $JUHHPHQW DUH VHYHUDEOH DQG LI DQ\
GHWHUPLQHG WR EH LOOHJDO RU RWKHUZLVH XQHQIRUFHDEOH LQ ZKROH RU LQ
EH ELQGLQJ DQG HQIRUFHDEOH

237,21(( 1$12%,27,;

6LIQDWXUH
BBBBBBBBBBBBBBBBBB®%BBBBBBBBBBBBBBBBBBBBBBBB
3ULQW 1DPH BRBWBOBBBBBBBBBBBBBBBB
BBEBBBBBBBBBBBBBBBBBBB

> B @

BBEBBBBBBBBBBBBBBBBBBB

1DQRELRWL[ O 6BWRFN RSWLRQ *UDQW $JUHHPHQW



(IKLELW

1$512%,27,;
6RFLOWO® $QRQ\PH GLUHFWRLUH HW FRQVHLO GH VXUYHLOODQFH KDYLQJ
5HILVWHUHG RIILFH >BBB@
> @5 &6 >BB@

672&. 237,21 3/%1
(;(5&,6( 127,&(
6KDUH VXEVFULSWLRQ IRUP

1$12%,27,;
>BBBBBB@
>BBBBBB@
YUDQFH
>BBBBBBBBBBBBBBB@ >BB@
$WWHQWLRQ >BBBBBBBBBBBB@

([HUFLVH RI 2SWLHRFQWNLYH DV RI WRGD\ BBBBBBB WKH XQGHUVLIJQHG U2SW
VXEVFULEH BBBBBBBBBBBBBBBBBBBBBBB BBBBBB RUGLQDU\ VKDUHV WKH U6KDU
1$12%,27,; WKH U&RPSDQ\U XQGHU DQG SXUVXDQW WR WKH &RPSDQ\xV 6WRF
WKH ERDUG RQ -DQXDU\ >BBBB@ DQG WKH 6WRFN 2SWLRQ $JUHHPHQW GDWHG
$JUHHPHQWU 7KH VXEVFULSWLRQ SULFH IRU WKH 6KDUHVY VKDOO EH (85 BBBBB

'"HOLYHU\ RI 3SIDPPSHWMIVRQHH KHUHZLWK GHOLYHUV WR WKH &RPSDQ\ WKH IXOO

5HSUHVHQWDWLRQV RKRSQBWRRIPHH DFNQRZOHGJHV WKDW 2SWLRQHH KDV Ul
XQGHUVWRRG WKH 30DQ DQG WKH 2SWLRQ $JUHHPHQW DQG DJUHHV WR DELGH E\

5LJKWV DV 6KDUBRRQOGHMKH LVVXDQFH DV HYLGHQFHG E\ WKH DSSURSULDW
&RPSDQ\ RI WKH 6KDUHV WKH 2SWLRQHH VKDOO KDYH DV DQ 2SWLRQHH QR ULJ
ULJKWV DV D VKDUHKROGHU VKDOO H[LVW ZLWK UHVSHFW WR WKH 2SWLRQHG 6WHF
VKDUHKROGHU RI WKH &RPSDQ\ 1R DGMXVWPHQW ZLOO EH PDGH IRU ULJKWYV LQ
LVVXDQFH GDWH IRU WKH 6KDUHV H[FHSW DV SURYLGHG LQ 6HFWLRQ RlI WKH 3¢

7D[ FRQVXOWDKMLREWLRQHH XQGHUVWDQGY WKDW 2SWLRQHH PD\ VXIIHU DG
UHVXOW RI 2SWLRQHHxV VXEVFULSWLRQ RU GLVSRVLWLRQ RI WKH 6KDUHV 2SWL
DQ\ WD[ FRQVXOWDQWY 2SWLRQHH GHHPVY DGYLVDEOH LQ FRQQHFWLRQ ZLWK WKF
2SWLRQHH LV QRW UHO\LQJ RQ WKH &RPSDQ\ IRU DQ\ WD[ DGYLFH

(QWLUH $JUHHPHQW *RYKH@IODIQ/DNG 2SWLRQ $JUHHPHQW DUH LQFRUSRUD
UHIHUHQFH 7KLV ([HUFLVH 1RWLFH WKH 30DQ DQG WKH 2SWLRQ $JUHHPHQW FR(
ZLWK UHVSHFW WR WKH VXEMHFW PDWWHU KHUHRI DQG VXSHUVHGH LQ WKHLU HQ
&RPSDQ\ DQG 2SWLRQHH ZLWK UHVSHFW WR WKH VXEMHFW PDWWHU KHUHRI DQG
2SWLRQHHXV LQWHUHVW H[FHSW E\ PHDQV RI D ZULWLQJ VLIJQHG E\ WKH &RPSDQ\
E\ WKH ODZV Rl WKH 5HSXEOLF RI JUDQFH

7KLV ([HUFLVH QRWLFH LV GHOLYHUHG LQ WZR RULJLQDOV RQH RI ZKL
WR WKH 2SWLRQHH

6XEPLWWHG E\ $FFHSWHG E\

237,21(( 1$12%,27,;
BBBBBBBBBBBBBBBBBBB BBBEBBBBBBBBBBBBBBBB
6LIQDWXUH 6LIQDWXUH
BBBBBBBBBBBBBBBBBBB ,WV BBBBBBBBBBBBBBB
3ULQW 1DPH

>BBBB@

$GGUHVV

BBEBBBBBBBBBBBBBBBBB

7KH VLIQDWXUH RI WKH 2SWLRQHH PXVW EH SUHFHGHG E\ WKH IROORZLQJ PDQX
LUUHYRFDEOH VXEVFULSWLRQ RI >BBBBBBBBBBBBBBBBBB@ RUGLQDU\ 6KDUHVU

1DQRELRWL[ O 6BWRFN RSWLRQ *UDQW $JUHHPHQW



(IKLELW

&HUWLILFDWLRQ E\ WKH 3ULQFLSDO )LQDQFLDO 2IILFHU SXUVXDC
BHEXULWLHV ([FKDQJH $FW 5XOHVY D D DQG G D
DV DGRSWHG SXUVXDQW WR 6HFWLRQ RI WKH 6DUEDQHV 2[OH\ $FW

, 3KLOLSSH ODXEHUQD FHUWLI\ WKDW
, KDYH UHYLHZHG WKLY DQQXDO UHSRUW RQ )RUP ) Rl 1DQRELRWL[ 6 $ Wt

%DVHG RQ P\ NQRZOHGJH WKLV UHSRUW GRHV QRW FRQWDLQ DQ\ XQWUXH \
D PDWHULDO IDFW QHFHVVDU\ WR PDNH WKH VWDWHPHQWY PDGH LQ OLJKW
VWDWHPHQWY ZHUH PDGH QRW PLVOHDGLQJ ZLWK UHVSHFW WR WKH SHULR

%DVHG RQ P\ NQRZOHGJH WKH ILQDQFLDO VWDWHPHQWY DQG RWKHU ILQDC
IDLUO\ SUHVHQW LQ DOO PDWHULDO UHVSHFWYVY WKH ILQDQFLDO FRQGLWLRQ
&RPSDQ\ DV RI DQG IRU WKH SHULRGYV SUHVHQWHG LQ WKLV UHSRUW

7KH &RPSDQ\xV RWKHU FHUWLI\LQJ RIILFHU V DQG , bUH UHVSRQVLEOH IRU
FRQWUROV DQG SURFHGXUHV DV GHILQHG LQ ([FKDQJH $FW 5XOHV D H |
KDYH

D 'HVLIQHG VXFK GLVFORVXUH FRQWUROV DQG SURFHGXUHV RU FDXVHG
SURFHGXUHVY WR EH GHVLIJQHG XQGHU RXU VXSHUYLVLRQ WR HQVXUH
&RPSDQ\ LQFOXGLQJ LWV FRQVROLGDWHG VXEVLGLDULHV LV PDGH NC
HOQOWLWLHY SDUWLFXODUO\ GXULQJ WKH SHULRG LQ ZKLFK WKLV UHSR

E (YDOXDWHG WKH HIITHFWLYHQHVYV RI WKH &RPSDQ\xV GLVFORVXUH FRQ!
WKLV UHSRUW RXU FRQFOXVLRQV DERXW WKH HIITHFWLYHQHVV RI WKH
WKH HQG RI WKH SHULRG FRYHUHG E\ WKLY UHSRUW EDVHG RQ VXFK H

F 'LVFORVHG LQ WKLV UHSRUW DQ\ FKDQJH LQ WKH &RPSDQ\xV LQWHUQD
RFFXUUHG GXULQJ WKH SHULRG FRYHUHG E\ WKH DQQXDO UHSRUW WK!
UHDVRQDEO\ OLNHO\ WR PDWHULDOO\ DIIHFW WKH &RPSDQ\xV LQWHUC

7KH &RPSDQ\xV RWKHU FHUWLI\LQJ RIILFHU V DQG , KDYH GLVFORVHG EDVE
LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ WR WKH &RPSDQ\xV DXC
&RPSDQ\xV ERDUG RI GLUHFWRUV RU SHUVRQV SHUIRUPLQJ WKH HTXLYDOH
D $00 VLJQLILFDQW GHILFLHQFLHY DQG PDWHULDO ZHDNQHVVHV LQ WKH
RYHU ILQDQFLDO UHSRUWLQJ ZKLFK DUH UHDVRQDEO\ OLNHO\ WR DGY}
UHFRUG SURFHVV VXPPDUL]H DQG UHSRUW ILQDQFLDO LQIRUPDWLRQ

E $Q\ IUDXG ZKHWKHU RU QRW PDWHULDO WKDW LQYROYHV PDQDJHPHQ
VLIJQLILFDQW UROH LQ WKH &RPSDQ\xV LQWHUQDO FRQWURO RYHU ILQ

'DWH $SULO

V 3+,/,33( 0$8%(51$%

%\ 3KLOLSSH ODXEHUQD

TLWGHKLHI )LQDQFLDO 2IILFHU
BULQFLSDO )LQDQFLDO 2IILFHU



(IKLELW

&HUWLILFDWH RI 3ULQFLSDO ([HFEXWLYH 2IILFHU SXUVXDQW WR
BHEXULWLHV ([FKDQJH $FW 5XOHVY D D DQG G D
DV DGRSWHG SXUVXDQW WR 6HFWLRQ RI WKH 6DUEDQHV 2[OH\ $FW

, IDXUHQW /HY\ FHUWLI\ WKDW
, KDYH UHYLHZHG WKLY DQQXDO UHSRUW RQ )RUP ) Rl 1DQRELRWL[ 6 $ Wt

%DVHG RQ P\ NQRZOHGJH WKLV UHSRUW GRHV QRW FRQWDLQ DQ\ XQWUXH \
D PDWHULDO IDFW QHFHVVDU\ WR PDNH WKH VWDWHPHQWY PDGH LQ OLJKW
VWDWHPHQWY ZHUH PDGH QRW PLVOHDGLQJ ZLWK UHVSHFW WR WKH SHULR

%DVHG RQ P\ NQRZOHGJH WKH ILQDQFLDO VWDWHPHQWY DQG RWKHU ILQDC
IDLUO\ SUHVHQW LQ DOO PDWHULDO UHVSHFWYVY WKH ILQDQFLDO FRQGLWLRQ
&RPSDQ\ DV RI DQG IRU WKH SHULRGYV SUHVHQWHG LQ WKLV UHSRUW

7KH &RPSDQ\xV RWKHU FHUWLI\LQJ RIILFHU V DQG , bUH UHVSRQVLEOH IRU
FRQWUROV DQG SURFHGXUHV DV GHILQHG LQ ([FKDQJH $FW 5XOHV D H |
KDYH

D 'HVLIQHG VXFK GLVFORVXUH FRQWUROV DQG SURFHGXUHV RU FDXVHG
SURFHGXUHVY WR EH GHVLIJQHG XQGHU RXU VXSHUYLVLRQ WR HQVXUH
&RPSDQ\ LQFOXGLQJ LWV FRQVROLGDWHG VXEVLGLDULHV LV PDGH NC
HOQOWLWLHY SDUWLFXODUO\ GXULQJ WKH SHULRG LQ ZKLFK WKLV UHSR

E (YDOXDWHG WKH HIITHFWLYHQHVYV RI WKH &RPSDQ\xV GLVFORVXUH FRQ!
WKLV UHSRUW RXU FRQFOXVLRQV DERXW WKH HIITHFWLYHQHVV RI WKH
WKH HQG RI WKH SHULRG FRYHUHG E\ WKLY UHSRUW EDVHG RQ VXFK H

F 'LVFORVHG LQ WKLV UHSRUW DQ\ FKDQJH LQ WKH &RPSDQ\xV LQWHUQD
RFFXUUHG GXULQJ WKH SHULRG FRYHUHG E\ WKH DQQXDO UHSRUW WK!
UHDVRQDEO\ OLNHO\ WR PDWHULDOO\ DIIHFW WKH &RPSDQ\xV LQWHUC

7KH &RPSDQ\xV RWKHU FHUWLI\LQJ RIILFHU V DQG , KDYH GLVFORVHG EDVE
LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ WR WKH &RPSDQ\xV DXC
&RPSDQ\xV ERDUG RI GLUHFWRUV RU SHUVRQV SHUIRUPLQJ WKH HTXLYDOH
D $00 VLJQLILFDQW GHILFLHQFLHY DQG PDWHULDO ZHDNQHVVHV LQ WKH
RYHU ILQDQFLDO UHSRUWLQJ ZKLFK DUH UHDVRQDEO\ OLNHO\ WR DGY}
UHFRUG SURFHVV VXPPDUL]H DQG UHSRUW ILQDQFLDO LQIRUPDWLRQ

E $Q\ IUDXG ZKHWKHU RU QRW PDWHULDO WKDW LQYROYHV PDQDJHPHQ
VLIJQLILFDQW UROH LQ WKH &RPSDQ\xV LQWHUQDO FRQWURO RYHU ILQ

'DWH $SULO

V /$85(17 /(9<

%\ IDXUHQW /HY\ 3K

TLWHKDLUPDQ RI WKH ([HFXWLYH %RDUG
BULQFLSDO ([HFXWLYH 2IILFHU



(IKLELW

&RQVHQW RI ,QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LL

‘H FRQVHQW WR WKH LQFRUSRUDWLRQ E\ UHIHUHQFH LQ WKH IROORZLQJ 5HJLVWL
SHUWDLQLQJ WR WKH KLVWRULFDO %6% 30DQV D 2UG
KLVWRULFDO %63&( 30DQV

SHUIRUPDQFH 2UGLQDU\ KLVWRULFDO )UHH 6KDUH 3¢
KLVWRULFDO 6WRFN 2SWLRQ 30DQV /1< %6% 30DQ )UH
6WRFN 2SWLRQ 30DQ RI 1DQRELRWL[ 6 $ RI RXU UHSRUW GDWHG $SULO ZLV
VWDWHPHQWY RI 1DQRELRWL[ 6 $ LQFOXGHG LQ WKLY DQQXDO UHSRUW )RUP
'HFHPEHU

V (5167 <281* HW $XWUHV

3bULV /D '©IHQVH )UDQFH
$SULO



(IKLELW

&HUWLILFDWLRQ E\ WKH 3ULQFLSDO ([HFXWLYH 2IILFHU SXUVXDQ
8 6 & 6HFWLRQ DV DGRSWHG SXUVXDQW WR
6HFWLRQ RI WKH 6DUEDQHYV 2[OH\ $FW RI

,Q FRQQHFWLRQ ZLWK WKH $QQXDO 5HSRUW RI 1DQRELRWL[ 6 $ WKH U&RPSDQ\U

'"HFHPEHU DV ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ RQ
BKLOLSSH ODXEHUQD &KLHI )LQDQFLDO 2IILFHU FHUWLI\ SXUVXDQW WR 8 6 &
Rl WKH 6DUEDQHV 2[OH\ $FW RI WKDW WR P\ NQRZOHGJH

7KH 5HSRUW IXOO\ FRPSOLHV ZLWK WKH UHTXLUHPHQWY RI 6HFWLRQ D RU
DV DPHQGHG DQG

7KH LQIRUPDWLRQ FRQWDLQHG LQ WKH 5HSRUW IDLUO\ SUHVHQWY LQ DOO PD\
RI RSHUDWLRQV RI WKH &RPSDQ\

'DWH $SULO

V 3+,/,33( 0$8%(51$%
%\ 3KLOLSSH ODXEHUQD

TLWGHKLHI )LQDQFLDO 2IILFHU
BULQFLSDO )LQDQFLDO 2IILFHU




(IKLELW

&HUWLILFDWLRQ E\ WKH 3ULQFLSDO ([HFXWLYH 2IILFHU SXUVXDQ
8 6 & 6HFWLRQ DV DGRSWHG SXUVXDQW WR
6HFWLRQ RI WKH 6DUEDQHYV 2[OH\ $FW RI

,Q FRQQHFWLRQ ZLWK WKH $QQXDO 5HSRUW RI 1DQRELRWL[ 6 $ WKH U&RPSDQ\U

'"HFHPEHU DV ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ RQ
IDXUHQW /HY\ &KDLUPDQ RI WKH ([HFXWLYH %RDUG FHUWLI\ SXUVXDQW WR 8 ¢
Rl WKH 6DUEDQHV 2[OH\ $FW RI WKDW WR P\ NQRZOHGJH

7KH 5HSRUW IXOO\ FRPSOLHV ZLWK WKH UHTXLUHPHQWY RI 6HFWLRQ D RU
DV DPHQGHG DQG

7KH LQIRUPDWLRQ FRQWDLQHG LQ WKH 5HSRUW IDLUO\ SUHVHQWY LQ DOO PD\
RI RSHUDWLRQV RI WKH &RPSDQ\

'DWH $SULO

V /$85(17 /(9<

%\ IDXUHQW /HY\ 3K

TLWHKDLUPDQ RI WKH ([HFXWLYH %RDUG
BULQFLSDO ([HFXWLYH 2IILFHU
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