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, URQL AV, (F

([DFW QDABLRWWDQW DV VSHFLILHG LQ LWV FKDUWHU

'"HODHDU
SVDMRURKHUNKUNGIRARD ,56 (P S H
R IQFRBRIDIRY , GOMIFDARQ1 R

7\VRQV 2QH6XQWHH

OF/HD@S
$ GALHVR SUCASDCH HHXWYHR LR =IS&RH
5HJLVWUW B WK S KR QHQE ®KBHQRIRDBH
6HRXUMEVUHIMHG SXOKDQMRGHMRY  E R WHS FW
7MBIR HORK FDW 7\nDaQ) 1D0P HR HORKH FKDQIH
6\ P EROV RQZ KIFK (HWIMMHG
&RPPRQ 6WREFNOZBU VKBHU 517 7KH 1KRUN 6 WRFN ([FKDQJH
. DUUDQWFKWRHSKEPPRQ VWRFN ,517:6 7KH 1KRUN 6 WRFN ([FKDQUJH

,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUWD GW! ILQHIE 2HO®DX D @ B E GRINGNMRER @ HH X U WXLHHY
,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV QRW UHTXLUH&F WRILIRBH UHSRUWYV SXUVXDQW WR 6HFWLRQ RU G RI WKH

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG D@PWRSRUWSXUHQX WK SOR/ BH |PRIQG/ KV 6RBWRRQV X FRUVKI
WR ILOH VXFK UHSRUWV DQG KDV EHHQ VXEMHEMEWR VXFK ILOLQJ UHTXLUHPHQW IRU WKH SDVW GD\V

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLWWHG HOHFWURQLFDOO\ HHU\Q D WK H DFFUHIPHHG LW D ) B B WKV )

WKDW WKH UHJLVWUDQW ZDV UHTXLUHG WR VXEPLW VXFK ILOHV
<H¥ 1R

,QGLFDWH E\ FKHFN PDUN ZKHW OH & FNDKHIID@ BLE/AM Q@R MG IFORHERD VY P W 6 G H U OUHHE RWWARIRIURIRIRRZCK FHRHP S\CKQH G H | LJGIL WY RH)O/HRJIDVDHD @
SDFFHOHUDWH®D OLGHW UH SR IDWICQIHRWRBLRYWK FRPSDQ\" LQ 5XOHFWE RI WKH ([FKDQJH

/DIUH DFFHOHYPAFHGHUGRMHG ILOHU
1RQ DFFHOH&BMHGOH O WBHSRBWLQJ FRPSDQ\
(PHILQJ JURZWKe FRPSDQ\

.| DQ BIPUJIURZWK FR®ISPIQVH E\ FKHFN PDUN LI WKH UHJLVWUDQW KDV HOHFWHG QRW WR XVH WKH H[WHQGHG WUDQVLWLRQ SH
RI WKH ([BRWQJH

QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW K DDA MHVHG BIGURHRIRYIKME HR BV DR GL VW W B W\M D '@ D R QF R/GW.WRVO PROYQHDU Hi PG QVEIE VO
86 & E E\ WKH UHJLVWHUHG SXEOLF DFFRXQWL®J ILUP WKDW SUHSDUHG RU LVVXHG LWV DXGLW UHSRUW

, 0 VHFXULWLHV DUH UHJLVWHUH &F3WUMX®ICAD WHR B\HFMHRN PDEN RZIKWWHHU WKH ILQDQFLDO VWDWHPHQWY RI WKH UHJLVWUDQW L
e

,QGLFDWH E\ FKHFN PDUN ZKHWKHU DQ\ RI WKRVH HUURU FRUUHFWLRQV DUH UHVWDWHPHQWYV WKD W [BiFf KMLBE¥HORIG ¥ HE®Y MWK HD QH
SHULRG SXUVXDQW &R 1 ' E
,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D$VWHHE A BRPSDQ\ DV GHILQHG LQ 5XOH E RI WKH ([FKDQJH

$V RI -XO\ WKH ODVW GD\ RI WKH UHJLVWUDQW W KPR B\WJ UH FBI\G W ®@'D BERIPS\O M VGICH VRIFW® B YIRWF D@L TXM®AR R Q EXDRWM IGQR G RWKAR |
VKDUH RQ -XO\ ZDV DSSORLRP®WHO\

7KHUH ZHUH VKDUHV RI &RPPRQ 6WRFN SDU YDOXH SHU VKDUH RXWVWDQGLQJ DV RI 0D\
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JWHPV DQG RI 3DSOWQXDRISWERYW RQ JRUP . DUH LQFRUSRWDBVHR BV H B W WRQWH LIV B R UWPK H U BYIRMKWW D@ISN QU LRV Y D @
&RPPLVVLRQ QR ODWHU WKDQ G DVVI DYWHO W R K H R % HRIHG KB\ WHKILW Wi S RWWY

,1752'8&25< 127(

2@BXIXVW WKH 3% XVLQHVV &RPELQDWLRQ &QRVLDJHDOWHD U H WBRRQUISHRA BWE HEQV MEBHRIEKRN LIRIRIGI WR U $*/ D '"HODZDUH BRW\E R BBV
6XE ,QF D 'HODZDUH FRUSRUDWLRQ DQ&0BKRIOENER Z QAR VXERDWIHBUWRH/FORVLQJ R B WKHH WHQ\G VIDFOVRRIQ @ VRE REM BEIS0 BHUDE RV ¢

E\ DQG DPRQJHYU 6XHUDQG ,URQ1HWP HR\G DH G WIHEG HFWHRQ W D Q G B@LD Q VRIL RaR RAIDGN GIKEN DX/ VR WKH 39 XV ISQHM M FRHRPW L Q B WU R)
WHUPV RI WKH %XVISQHMMRFRPE L QDEXIVRQHVV FRPELQ D WAMRDHR W/HIG CEN\MUK R QABHING OB G LMW/K DQG LQWR /HIDF\ ,URQ1HW ZLWK /HJDF'
VXEVLGLDUWKIH/#%XVLQHVV &RPELQDWLRQ" )ROORZLQJ WKH FRQVXPPDWLRQ RI WKH %RKDQHME &RNEQ B RMVBBRRR/Q LW IR @6 X RIUGH

8QOHVV WKH FRQWH[W LQGLFDWRQXDMOKHWZRVW R NHRUIWHPQ FHWIRQIWKRIQ/IHW “~ 3ZH ~ 3XV ~ 3RXU" WKH 3&RBSDOWHPWOG/ VWP RQDER WS U
FRQVROLGDWHG VXEVLGLDULHV LQFOXGLQJ /HJDF\ ,URQ1HW B5HIHUHQFHV WR 3/*/" UHIHU WR WKH SUHGHFHVVRU FRPSDQ\ SULR
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7TKISXBBSRYRUP . LQF O XTLVQKIRXAW WADMDL WY EXRISWEN D GI0Q & D J HW HQRKIVY QREDD O R D QSFR.OQ G LDADER § XFOR/B\H U D WLLGRFIDWRGHAD U G © W/ WLHGRIF
Z LW WLIKAH D QR B Bl F W LIRROW 611 F X USFANLQE F W L(RROW K FFK D GFRFK HVRIUZDU G U WD WLHERIEDRL WS M Q \E LWIKKERITR UZ D U G /RIRINY L QURIFRODGKZHR D EBH O L H Y H
SHV W L PADUH ¥ L'STHWERY YL Q W HEOD EAD (3 Z L 0@ R W H @ SWLMHSINAG B FRIGW IREX K R XRW @1 D FI0 WHK 8 HU D R/@ WHY 1D W L DRABLRRRGE\D WADHELORH. TR G R BIRID R

DV V X UADKIIRMAXHD\CX D@UBAVD W H (GLLBI DGR S WD WE REIKW D W i B I QEUEMGHRON. P WVBHAN W D W K PIHO@MWIRIXIVE L QVIRR Q V X PIPQIVE Al X L \RIBWIRIQV L € RV F L QDR Q
RWKHU VWDWHPHQWY WKDW DUH QRW7WW DM NRHIYWWHP R Q WX UG EOR/B EQRIG-R B B DIVEDRIE GMYWH LE 2\ VDHF WDCD000 U B X XOWVR/ YW LARX Y 1D FW

t RXU DELOLW\ WR FRQVXPRDABRWILIRQ 3DRSKRVIMGHG EHORZ ZLWK &
RXU IXWXUH RSHUDWLQJ RU ILQDQFLDO UHVXOWYV

FKDQJHV LQ RMUNXWHIREHMUDWLRQY ILQDQFLDO SRVLWLRQ HVWLPDWHG UHYHQXHV DQG ORVVHV SURMHFWHG FRVWYV
WKH LPSOHPHQWDWLRQ PDUNHW DFFHSWDQFH DQG VXFFHVV RI RXU EXVLQHVV PRGHO DQG JURZWK VWUDWHJ\

RXU H[SHFWDWLRQV DQG IRUHFDVWV ZLWK UHVSHFW WR WKH VL]H DQG JURZWK RI WKH F\EHUVHFXULW\ LQGXVWU\ DQ
WKH DELOLW\ RI RXU SURGXFWYV DRRS @H D @ EFHNQW RUPIH K 0/DRKR/WW RPHHHIG/ Y

RXU DELOLW\ WR FRPSHWH ZLWK RWKHUV LQ WKH F\EHUVHFXULW\ LQGXVWU\

RXU DELOLW\ WR UHWDLQ SULFLQJ SRZHU ZLWK RXU SURGXFWV

RXU DELOLW\ WR JURZ RXU PDUNHW VKDUH

RXU DELOLW\ WR DWWUDFW DQG UHWDLQ TXDOLILHG HPSOR\HHYV DQG PDQDJHPHQW

RXU DELOLW\ WR DGDSW WR FKDQJHV LQ FRQVXPHU SUHIHUHQFHV SHUEHSWY @ 6 J6 VB RQGNE W KDFEFHEW D Q EHGRIY ROB
GHYHORSPHQWY DQG SURMHFWLRQV UHODWLQJ WR RXU FRPSHWLWRUV DQG LQGXVWU\

RXU DELOLW\ WR GHYHORS DQG PDLQWDLQ RXU EUDQG DQG UHSXWDWLRQ

GHYHORSPHQWY DQG SURMHFWLRQV UHODWLQJ WR RXU FRPSHWLWRUV DQG LQGXVWU\

WKH LPSDFW RI KHDOWK HSLGHPLFV LQFOXGLQJ WKH &29," SDQGHPLF RQ RXU EXVLQHVV DQG RQ WKH HFRQRP\ LQ
RXU H[SHFWDWLRQV UHJDUGLQJ RXU DELOLW\ WR REWDLQ DQG PDLQWDLQ LQWHOOHFWXDO SURSHUW\ SURWHFWLRQ [
H[SHFWDWLRQV UHJDUGUQQ RXUWRZWEWRP BV Q3GVB@EHU WKH -2%6

RXU IXWXUH FDSLWDO UHTXLUHPHQWY DQG VRXUFHV DQG XVHV Rl FDVK

RXU DELOLW\ WR REWDLQ IXQGLQJ IRU RXU RSHUDWLRQV DQG IXWXUH JURZWK DQG

RXU EXVLQHVV H[SDQVLRQ SODQV DQG RSSRUWXQLWLHYV

7KHR WDAU G O RRWD Y B R IQOWR WKELG/Q Y6BIE FRUPR U P . D UEHD VRIG XX U UHH § MF WD QEE-RIGER QVF H QA REIN H O R B RV& @ B/RAW HIQIWERIG®V) X W XGUHH H O R BIRHHFQWL Q
X WP D\Q REAMW K RAVKIDHNK D YOHQ W L F Z K BIWRHLGZ D U G @ R/NVLHDRFY @IBQVEP ERIU L VXIQ F H U W B R GRAZKHLVIDKUEHH \ R R ISR Q WDLGREW OH/LY X P S\ KARIIWY/D X B WX IDDR QW \
SHUIRUWRE@DHW H (GLLBI O BUIDRW K RIV SIU HR IPIS® EMVEK HRBZD U G 0 W R WHKHHQ WINDGQ F H U W IDIF@EEMZHRON. P LWWRM IGR Y FIMGRHIAF (XIGEGHBEHT D GEQY R FW R U\
LGDUWWH® L QVKHLQ/QCEBI S RUMR UP . 6K R XROIQRIE R LRHW K WL NRNWQ F H U WPIDLVORWLB-WE RPBIQRE IR XDV V X P SSAULRRYQHZ R LDUFHWERKD\OR O WY U ® D W HIUH \DSTHIRW X R V F
SURMHGMKHEBZDUG ©WRMIHRMN QW N OWRENH JWRIGRWHYRYKRUZDUG ©W R MWHZRHQWKBUH VRIQMEZ Q | R U P DYWMRWH R W K H IH EVIBRD E U H TXX Q B @ U
DSSOLFDEOH VHEXVHWILNW\WWDBOG RWKHUV GHVFULEHG XQGHU 35LVN )DFWRUV" PD\ QRW EH H[KDXVWLYH

%\ WKHLU QDWXUH IRUZDUG ORRNLQJ VWDWHPHQWY LQYROYH ULVNV DQG XQFHUWDLQWLHV EHEBXMHXWKRQ UR R DWKH W RRHZIDQ\G
QRW JXDUDQWHHV RI IXWXUH SHUIRUPDQFH DQG WKDW RXU DBW®&D®HYHDRGWN QRN \R § 8 WDKAH. R Q @ DEMMRIDOAER MBOIBREQ 7 RRSRAKERR 8 PD
IRUZDUG ORRNLQJ VWDWS$®@ERINY FHRORWUHN RIPG) RQPWKLY,Q DGGLWLRQ HYHQ LI RXU UHNVQG VGEW RHIORSH BIDW/IVR QY W K 8 DL@QFDD\ONER Q @
WKH IRUZDUG ORRNLQJ VW BRGRHQ &N SRRQWRQQRGRQ WKMNKRVH UHVXOWYV RU GHYHORSPHQWYV PD\ QRW EH LQGLFDWLYH RI UHVX

HOH H H H H H H o H H o H H H o H A
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WP 0 DUNHWRUS FIAEQW&RP P RQ( TXW 5 HIDMGE\RANKRTEHLO. DARY DG, WHXHUBXUFKDAVRL ( TXWY 6HRXUMEY
WP S5 HHYHE®
WP 0 DIIHP HMY WAXWIRQDIGS CDOMVR ) LDGADORREAMRDJGS HXWR 2 SHIIRY/
WP $ 4 XDQUBYHDQGA XODUAH' DVFBRXUVS ERVD DB N
WP ) LCOCADOS\BKP HOVDQG6XSSBP QWY ' DU
WP &KDQH/IQDG' MU HQVZ WS FFIRXQERQVRO$ FFRXQINY O0G) LADADD WFRKUY
WP $ &RURYOG3URHUA
WP % 2 \MHU, QRIP DIRD
WP & ' VRRKUH5 HIDEQ) ) RUAIQ- XUMARIRQADBUYHWQSHARD/
3$57,,,
WP LHRRY ([ HDUWWYH2 [1IFHYDQG&RSRIDM* RYHDEH
WP ([ HPAYHERP SHODIRY
WP GHRUW2 Z QKIS R &HWIQYHH LADCR Z GHYDJG0 DEIHP HMDQGS5 HIMWGE\RRNKRTHI0 DY
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([ KEW ) LCDGRADOB\BA HV6 FKHEXBV
YRP . 6XPPIV
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%HORZ LV D VXPPDU\ Rl PDWHULDO IDFWRUV WKDW P DN H, PSR UQMHUWWPHKPW DO BRI W R DB IGHM V 8 HFX® BIGASKW BB WNE NAQ\GF X Q¥ |

DQG XQFHUWDLQWLHV VXPPDUL]HE ZG QWK DW RIMKHID BWRNVVX@EBDXQAFHUWDLQWLHY WKDW ZH IBEBXBDQ5 HERBRWQRBGKREA R 2\KXP P B

TXDOLILHG LQ LWV HQWLUHW\ E\ WKDW PRUH FRRER®HAKR QO FPRQALIRIH B | RDXFKI XUQ O N W D) G DVNAVH D /6 XV HHWY D LSGVQLXHD\O GHINGRUWLVE H
. DV SDUW RI \RXU HYDOXDWLRQ RI DQ LQYHVWPHQW LQ RXU VHFXULWLHYV

t H KDYH D KLVWRU\ Rl ORVVHV DQG ZH PD\ QRW EH DEOH WR DFKLHYH RU VXVWDLQ SURILWDELOLW\ LQ WKH IXWXUH
% 7KHUH FDQ EH QR DVVXUDQFH WKDW7dH @\LDROVERQVXIPVR K \& HRMKWEIRRVAFROH ®WRGRMMGE G KHUHLQ LI FRQVXPPDWHG ZL
XQFHUWDLQW\ UHJDUGLQJ WAKID @XDWRARIPRIQRR DN KOHG SHRIYROK G PSDFW RXU EXVLQHVYV DQG UHVXOWV RI RSHUDWLRQV

% H PXVW UHJDLQ FRPSROUM @MRENWK-KBRJH UHTXLUHPHQWYVY IRU WKH FRQWLQXHG OLVWLQJ RI RXU FRPPRQ VWRFN

t ,Q WKH HYHQW ZH SXUVXH EDQNUXSWF\ SURWHFWLRQ ZH ZLOO EH VXEMHFW WR WKH ULVNV DQG XQFHUWDLQWLHV D\

% .l RDQL]DWLRQV GR QRW DGRSW FORXG HQDEOHG DQG RU VRIWZDUH DV D VHUYLFH 6DD6 GHOLYHUHG F\EHUVHFXU
UHVXOWYV RI RSHUDWLRHFWMIZ EH DGYHUVHO\ DI

% &RPSHWLWLRQ IURP H[LVWLQJ RU QHZ FRPSDQLHV FRXOG FDXVH XV WR H[SH WILHYFHVE R ZIQZDAL® SW H WARX Wi NRH) (S&Y.B GV
ORVV RI PDUNHW VKDUH

% .l RXU VROXWLRQV IDLO RU DUH SHUFHLYHG WR IDLO WR GHWHFW RU SUHYHQW LQFLGHQWY RU KDYH RU DUH SHURHE\
RXU EXVLQHVV DQG UHVXOWV RI RSHUDWLRQV

% H UHO\ RQ WKLUG SDUW\ GDWD FHQWHUV DQG RXU RZQ FRORFDWLRQ GDWD FHQWHUV WR KRVW DQG RSHEWWRKRBXIES
PDLQWDLQ WKH SHUIRUPDQFH DQG UHOLDELOLW)\ RIIRXU SODWIRUP ZKLFK FRXOG FDXVH RXU EXVLQHVV WR VXI

% 2XU IXWXUH VXFFHVV ZLOO EH VXEVWDQWLDOO\ GHSHQGHQW RQ RXU DELOLW\ WR DWWUDFW UHWDQQ]DMWJ® ® RWQ & DW
PRUH NH\ HPSOR\HHV RU DQ LQDELOLW\ WR DWWUDFW DQG UHWDLQ KLJKO\ VNLOOHG HPSOR\HHV FRXOG KDUP RXU EX

% .| ZH DUH XQDEOH WR PDLQWDLQ VXFFHVVIXO UHODWLRQVKLSY ZLWK RXU GLVWULEXWLRQ SDUWQHUV RU LIIRRUH@MWG
OLPLWHG DQG RXU EXVLQHVV ILQDQFLDO SRVLWLRQ DQG UHVXOWV Rl RSHUDWLRQV ZLOO EH KDUPHG

% 2XU EXVLQHVV GHSHQGV LQ SDIDWLFOWVRQW VDR MYQUQAFD@W FKDQJIHYV LQ WKH PIRQW]DMAVRIQY/] ARRUX OLG/HIKEMWY 1S @ @DELGHEN
UHVXOWV RI RSHUDWLRQV

% 7KH VXFFHVV RI RXU EXVLQHVV ZLOO GHSHQG LQ SDUW RQ RXU DELOLW\ WR SURWHFW DQG HQIRUFH RXU LQWHOOHFW

t :H DUH VXEMHFW WR ODZV DQG UHJXODWLRQV LQFOXGLQJ JRYHUQPHQWDO H[SRUW DQG LPSRUW FRQWUROV VDQFWI
ZH DUH QRW LQ IXOO FRPSOLDQFH ZLWK DSSOLFDEOH ODZV

t 2XU PDQDJHPHQW KDV LGHQWLILHG PDWHULDO ZHDNQHVVHYV LQ RXU LQWHUQDO FRQWURO RYHU ILQDQFLD QO HRSIRUHN'
LQWHUQDO FRQWUROV ZKLFK PD\ UHVXOW LQ PDWHULDO PLVVWDWHPHQWYVY RI RXU ILQDQFLDO VWDWHPHQWYV RU FDX\

t 2XU LQWHUQDWLRQDO RSHUDWLRQV DQG SODQV IRU IXWXUH LQWHUQDWLRQDO H[SDQVLRQ H[SRVH XV WR VLJQLILFDQ

3$57 ,

,7(0 %86,1(66
2YHUYLHZ
:H DWHWQVIRUPLQJ &XEHEXB{IF)&LRLOIUH%WN‘LIQJHRMQ\E—HKDYLRUDO DQDO\WLFV WHFKQRORJ\

:H FRPSHWH LQ WKH 1HWZRUN 'HWHFW L R LOFKGL ¥HIY SR @ Z HQ 3 1D5/'S HFIOWY IR JEPURG BIKIIGF I GVR H YV SLLLAVOIX GHFRDMWYU FRPSHWLWRHYH QXYWL ¥
LV RXU ,URQ1HW &ROOHFWLYH '"HIHQVH SODWIRUP &ROOKMPWLYGGHLHGHW 2W K H FORLGIMY WD (/G 462 G E) LHIFAKR YD RIGVWIRP 2 D G R Q
&RPPDQG LQ 8 8/ HUMWHWRDV D YDOXDEOH EXVLQHVV GHYHORSPHGQ@WUUHEYWXWSH LR H B QW RIERCPIEVKER R QINHRE RRVILR/E X ¥ U $1\D & LWHKY € Q M H
DQG ,URQ'RPHE SURGXFWV ZKLFK FRPELQHG FUHDWH WKH ,URQ1HW &ROOHFWLYH 'HIHQVH SODWIRUP JDRQ HDIW QR/® VL ¥ LIV R HDWRZR
F\EHU VWBFRODWIRUP XVHD UWRQLALBQVIHJWHOOLJHQFH 3$,” PDFKLQH OHDUQLQJ 30/° EHKDYLRUDO DQDO\WLFV DQG RSHUDW
RI PDOLFLRXV WKUHDWV (QULFKHG E\ RXU F\EHU WUDGHFUDIW NQRZOHGJH DOHUWYV SURGXFHG E\ RXU FRPSDQ\ KHOS DQDO\VYV
FOLHQWY DFURVV D YDULHW\ RI LQGXVWULHV QDWLRQ VWDWH OHYHO GHIHQVLYH FDSDELOLWLHYVY WR UHGXFH F\EHU ULVN ,Q
SURDFWLYHO\ GHWHFW DQG EORFN FRPPDQG DQG FRQWURIHUKQJ ZQWKD B WIROPQERH EW)IREHIIBGNERDF R | DGO WG LW RXU R

:H WDNIH DHRWLDWHG DQG SRWHQWLDOO\ WUDQVIRUPDWLRQDDQDR SBW RBEWMRRMEGRAHED & H Q ¥ HE K H UWN SXURED\HW KD A DI SRAHIG EU L
RXU WHDP RI H[SHUWV KDV GHYHORSHG D VROXW L REB W RBW LLDWHR PQ\G HVKDBIQ G WDFFOWH\F W QiR E DKIGLIHX B F RXOG KRFRFHGXUHV LQ RU
WKDW NQRZOH G JXRILGE B § BVEIDONIRNG (PP NBIGVORIIGH UWR QVRIRINV Bl FROOHFWLYH GHIHQVH PREIVEGI QWD RABS B L WWI/D VWIR QM 9 LHIQWRIX SEOROMVHI
SURWHFWLR®%7DUWKQMW DIQH FKQR O R J\

&\EHUVHFXULW\ KDV DGYDQFHG IURP D QLFKH WHFKQIIFQLJ DARIOFGW @ INCROD R D1HOW WQ @ DL AR VEIF WIRW VR @ HRXYURW\ SURWHFWLRC(
PLJKW DULVH LQ UHVSRQVH WR D F\AEHU WKUHDW 3RZHU FRPSDQLHV ILQDQFLDO VHUYLFHV ILUPV



KHDOWKFDUH FRPSDQLHV VSDPQLGBIWHRREPEHQW®W JRYBIWPHQRUDIHQFLHY WKXV KDYH WKH JUHDWHVW QHHG IRU VHFXULW\ SURYV

7KH SULPDU\ VHFXULW\ RIKOMAPHYURQAW LMREKH FRRSOH[LW\ WKDW KDV HYR®SSGLEQ WKRHQ W\ AHD DREXWL QH VW HRRV J RNQHISRA QWY HE
VSUDZO DV WKH FRVWYV DVVRFLDWHG ZLWTRKERPISXWY Q8 RUDYOHD G WRIXHDNRRUG FVOIRIQG IEBVR® @QQIUDVWUXFWXUH DQG 6DD6 EDVHG DSS
IRU QHDUO\ HYHU\ SXUSRVH LPDJLQDEOH

ORGHUQ@®UDWLRQV PXVW WKHUHIRUH GHYHORS VHFXULW\ SURWHFWLRQV WKDW DGGUBQVDBGLWIRRDWDKF RR WG I0F BWQ RQHILW & K
GHWHUPLQHG FDSDEOH DGYHUVDULHV RIWHQ IXQGHG RU RWKHUZLVH EDFNHG E\ FULPLQDO JURXSV RU QDWLRQ VWDWHV 6HUI
VXFK FDSDEOH WKUHDW DFWRUV

$Q DGGLWLRQDO GLPHQVLRQ LV WKDW WKH YHORFLW\ DVVRFLDWHG ZLWHK GRPEXWI\) B U R FHIVWN U XIFVDXWHD IV § GQ WX il D WDXWHR\E IDDW
VHUYLFHV DQG KDFNHUV XVH DXW R RWIVGHIGQ SLOIDWW B X P W XAJRGERE RVEHD BVG TMBIL @H HQW FMQAUXMWU HTXLUH FRQWUROV WKDW DUH DXWRPD
FRQWUROOHG SRLQW VROXWLRQV QR ORQJHU VWRS WKUHDWYV

$ IXUWKHU FRPSOLFDWLRQ LV WKH PDVVLYH DQG LQFUHDVLQUHUFDQW HIUW/SARFLN FMDHGEFAZQHVE R H NVVS W HRA W WWB/BIR FIWRSR-ED WIRGA WO
PDLQWHQDQFH IL[HG FRQILJXUDWLRQV DQG VLPSOH DVVHW PDQDJHPHQW )XID/QKHDWRRGYV WREB RIQ\0BHOVIFHRHRKMTNNHEEIWIQD B/D |
FRPSOLFDWHV WKH FKDOOH QJBHRY FEIHDH. WHWVQUQIHFXULW\ LQ D ODU

,Q UHVSRQVH WR WKHVH FKDOOHQJHV IPRIBUVW Q & KRNI , QMR F R WRRQHIHFE@EHGWM VRIBOR QG BQG LPSOHPHQWLQJ D ZRUNDEOH VHFXU
WKH\ IRFXMWWHLHUKDIYH FRPH WR UHFRJQL]H WKDW WKH\ FDQQRW DGGUHVV WKH F\EHUVHFXULW\ FKDOOHQJH RQ WKHLU RZQ .,V
H[WHUQDO DVVLVWDQFH FRRUGLQDWLRQ DQG FRRSHUDWLYH JXLGDQFH

6R P RIW KRWL V WIDREYL R6XW L Q U B UGIDY HVDIRISEZ @ H F XW RWEXWD WEKH U RPH Q GRRIVG MRXYMQ VW R BERDHF L O DQIR\U PDRDLIBIGRMKDVHP BB/ RX S SIRRIRG H U D W
G LV F X \EWLYRAERY'S H MW K H UG RRRIGIW U RANRXUIN WIKERWY L Q Bl QIBHIQ B IHHMRR UNR J HWBG-LHFY E/H U V HAF I W R BVEMVD X H V W Q R QL MKIRGY KRE/M H F DEQHE HB WK L H Y H ¢
7KLV LV RQH RI WKH FKDOOHQJHV DGGUHVVHG E\ ,URQ1HW

%DFRXQG RQ1HW

:H DUH D JOREDO F\EHUVHFXULW)\ FIR@ S]DQ LRIQPWROKFMKILRQ WK BUUKREWIDRUNV E\ GHOLYHULQJ WKH ILUVW HYHF\EROOHFWUYW\' RIS+
RIHQVLYH DQG GHIHQVLYH F\EHU H[SHULHQFH ZH LQWHJUDWH GHHS WUDGHFUDIW NQRZOHGJH LQWR RXU$SIOHIRQWHU ORPQGEGE §
LQ WR VROYH WKH PDMRU F\EHUVHFXULW\ SUREOHP KH ZLWQH\D\HZG IR R G GAIQIL @R 6 PXQUAIQU RIRHK GAEEEH H @R DR D © @ UWK MEKE) 20X\
LQQRYDWLYH DSSURDFK SURY LBMHYLYDKVL B B VOZMN K RQ \DXIRKGY KRIDRIQ VVHIRRMRH] IRRS DPRIXYR W\HH GHWHFW DQG GHIHQG DJDLQVW VR
HYHU EHIRUH

H KDYH GHILQHG D QHZ PDUNHW FDWWMKH FDO\OW G RRHIDH & WY HIHE HIDHQHRIRHG RXU &ROOHFWLYH 'HIHQVH SODWIRUP WKH ILUVV
DQRPDORXV SRWHQWLDOO\ VXVSLFLRXV RU PDOLFLRXV EHKDYLRUV RQ FRPSXWHU QHWZRUNV DQG VKDUH WKLV LQWHOOLJHQF
FRPSULVH JURRSMRILRQYV WKDW KDYH FRPPRQ ULVNV VXFK DV D VXSSO\ BKDWQ W E R K LE] HF REHBHIA/BHE/ WP FRROGFBNDIURRG I ETDGH U D VR
DOHUWYV DQG WKUHDW 1BWHQD HIHQHFBSRQ VIHWQHDFRNRUNBUDQG IXQFWLRQV DV DQ HDUO\ ZDUQLQJ GHWHFWLRQ V\VWHP IRU DOO |

7KLV QHZ SODWIRUM MDAGUKYYBYHN IO@PUFRPSRXQG SUREOHP OLPLWHG WKUHDW YLVLELOLW\ IRU LQFUHDVHRWQY H RWGHUIDW W\Q R
DFURVV FRPSDQLHVY DQG VHFWRUV DQG D ZHR VW RBHRIQH LRYDOR DFEVW RRRREHQNE FZXWKVPDUNHW G\QDPLFV OLNH WKH LQFUHDVH‘
TXDOLILHG KXPDQ FDSLWDO KDYH VHW RXU PLVVLRQ WR WUDQVIRUP KRZ F\EHUVHFXULW\ LV ZDJHG

8QGHUVWDQGLQJ &RIDIGIPIMLY H &\EHU

,GHDOO\ WKH 8 6 *RYHUQPHQW FRXOG GHIHQG WKH QDWLRQ DJDLQVW F\EHUDWWDFNV VLPLODU WR ZKWW H D¥ LGOH Y\H O/RFS HH® DR W
ZRXOG OLNHO\ UHTXLUH OLPLWLQJ SBBWRQBIQN H X G BHRIZVR@D W OR@® @W PIIUVQHW WKDWRQDO IUHHGRPV ZRXOG OLNHO\ EH FKDOOHQ
IXWXUH$LY OKREHUVSDFH 6RODULXP &RPPLVVLRQ UHSRUW FRQWDLQV RYHU ZLWKFR®@ R HQ G\DKHIPR DN LW R 6 G K B R QU KM SIRVXAYEA B O B/

35DLVLQJ WKH EDVHOLQH OHYHO RI VHFXULW\ DFURVV WKH F\EHU HFRV\VWHP2WKH SHRSOH SURFHVVHV ®PFWDY DWQIGHW HEXIQ®&R O\R
WKH I[UHTFR@H DQG VFDOH RI WKHLU F\EHU RSHUDWLRQV %HFDXVH WKH YDVW FENMRUQWXR IVW KXV LMFARF/N\D\@ N PS DW \R Q@I H G QI QA \
WR SURGXFH SRVLWLYH RXWFRPHV ~

7KH ,URQ1HW &ROOHFWLYH 'HIHQVH SODWIRUP LV D PHDQV IRU WKH SULYDWH VHFWRU WR 3UDLVH WKHYEDWHIWDA MW F O H{DHFOWE R PV
SRUWIROHWRLRURI PDNLQJ XV RQH RI WKH IHZ FRPSDQLHV WKDW KDV WKH ZD\V HQGV DQG PHDQV WR HQDFW WKLV WUDQVIRUPD\

7R XQGHUVWDQG RXU SODWIRUP DQG VROXWLRQ DSSURDFK LW LV EHVW WR EHJIQUIRWIK] DK ERQW S § Q R DFIKKRE QAR O\ MFQIE B DRIQ
EHJLQQLQJ WR VKDUH GDWD WKURXJK YDULRBRWDOUBRRG I WER @Y H, QaRH RDKWAL RLQ) \6 W DR R UDHBUE RH H 8 GDW R HQ GRRHIV@VRWR WDNH |
FRQFHSW

7TRZDUG D &ROOHHW.QWH&\EHU

% XVLQBQEBHVQELBR® FRRSHUDRHO HFk BH LY VH RN MOWMKIWRA D Q L @ HIX N LVORRZVR F L D WHEP L W WHIGYOR D O P R &M V L G H ¥ Y \DLURHQ GEIXOVDH VFDOH
F\EHUV HRXWUR @&X® B GHHEQ HRIBWR O O HGFHNV H ®®&ID P H/OKM\\E W R W IFW HE @ UANX FEH WAKHW K HQ Y REDZY I H D QRIHQ W H O O L VHL GE @ GMA X ER WH U IRIHN L Q J
WRIJHWKHU RQ F\AEHUVHFXULW\ WKXV LQWURGXFHVY FOHDU EHQHILWYV IRU SDUWLFLSDQWYV

IHYHUWKHOHVV FRRSHUDWLRQ EHWZHHQ EXVLQHVVHV DJHQFLHV DQG RWKHU JURXSV PXVW DGGUHVV WZR HQGV RI WKH VSHF
FDQ EH PDGHIJWKDAD OIRUL @DDVWUXFWXUH ERWK EHQHILWY DQG ULVNV FDQ FDVFDE&B WSHW KW & ¥ HOAWQWI\RFAHFERHHRRQIML BHDUD R HIPIRWVHH
DFURVV QHWZRUNV DQG V\VWHPV

: LWKLQHDRRQPU]IDWLRQ FROOHFWLYH SURWHFWLRQ DFURVV EXVLQHVV XQLWV FDQ KDWWVFR® S DIUFDTEX® M LEAHLGRHY Y WZ KSHDWHY D F KR DR \
WRJHWKHU GLVSDUDWH GDWD VRXUFHV GHIHQVLYH SHUVSHFWLYHV DQG SURWRIRN [RW LRMD M FDUPUMRW RBXAMRPBRR RHUHQRE1I



7KH SULPDU\ EHQHILWYV RI DJRARCF@®HAHNVENEHH G Kl H IG\OH HR Z IO-DW K R B EVL\@ bl 16 WERHKVA CHBRIURNVBNVRIOSUWE FRMBRERPELQHG DFURVV W& AOBOGH. QMKW

(DUODUQLQJ 6\VWHRPBI@WURQ FDQ GHNW DR WDRPUHE BIWQLQJI VIVWHP LI RWKHU JURXSV VKDUH WKHLU LQGLFDWRUV LQ UHDO WLF
HDUO\ ZDUQLQJ WKDW D FDVFDGLQJ DWWDFN PLJKW EH XQGHUZD\

%URDGWILELOLW\2%\ ZRUNLQJ WRIJHWKHU ZLWK RWKHU JURXSV WIQF ORGEDQ@JVIHF X B SWR WH® X G QB VIWD\Q CULRR RU KRG HWR ¥ D\OL BIQGL
‘16 UHODWHG PLJKWHRDV¥DGH WR RWKHU WDU

6WUHQJWK LQ 1XPEHUV27KH IDFW WKDW FRRSHUDWLRQIJD@RYB\WVRY W EZKREERR BN UWLQWHR DL WK HYWHKIQHDIOWIBREQV KD \WEOH WR Ol
VHFXULW\ VXSSRUW

7KH FRUUHVSRQGLQJ ULVNV WKDW PXVW BEH REFEQDHBRIRG MUKMHVGE M M HIDLR BPGIIHP HRQ W QR @ FUEHUVHFXULW\ LQFOXGH WKH IROORZLQ

BULYDF\ RI 6KDUHG 'DWD2YHKW WRUWLEKOUWQ HRPRURUPDWLRQ ZLWK D FRRSHUDWLYH PLJKW UHVXOW LQ OHDNHG GDWD RU D VHUL
EXVLQHVVHV WR VRPH UHJXODWRU\ ULVN DOWKRXJK WKLV LV SDUWLDOO%PWWRIJDWHIG BAKAHHG VW DQL 8 URRWI VALUIRROSH R D W B § RSQ ERHL &
OHJDO UHTXLUHPHQWY &RQWUROV PXVW EH LQ SODFH WR HQVXUH WKDW FRRSHUDWLQJ WHDPV DUH QRW H[SRVHG WR WKLV UL

$WWULEXWLRQ RI ,QFLGHQWV23XEOLF DWWULEXWLRQ RI DQ HPEDUUDVVLQJ RU SUREOHPDWLF FUDHILYB WX RIQW D QGF R B/HGIW W RV R
LQIRUPDWLRQ DERXW VRPHWKLQJ WKDW PAKIKW LWHO® N FWD @ RRAYVXHRI® UWWKRIQ 0 HRAQL B AVAHRIGQ VHVQUABWHRBQWHG DFURVV WKH EXV

&RPSHWLWLYH 5HODWLRQVKLS27KH ULVN Rl RQH FRPSDQ\ GLUHFWO\ DVVLVWLQEY [7WDW ¥ R¥PHSIH QR QV RRU W K Q R X DHIRSOBRUNERLLISIDITVNRL VIR VE H
LIQRUKHIE OHIJDO DQG PDUNHWLQJ YDHORYWUR®@\S DR WA G LEHD BLQYH R @GRSV DWU @ QY HVIK@EV HDQPIX)W XD O IRFXV RQ VDIHW\ KHO

7KH EHQHILWY DQG ULVNWY RFERRSHEBWVYRRXIRWNODBURVYV KHWHURJHQRXV JURXSV PXARWR RHVADUHAROOHEWO DIV HD® H GG M M MAOVRLSH
ZRQGHUL@JILRKDWIRU WKHP DQG KRZ SRWHQWLDO SUREOHPV PLJKW EH DYRLGHG 2QH RI RXU PDLQ YDOXH SURSRVLWLRQV LV \
SURYLGHU ZLWK D ZRUOG FODVYV SODWIRUP

5ROH RI *RYHUQPHQW LQ &ROOHFWLYH "HIHQVH

2QH FKDOOHQJH IHGHUDO JRYHUQPHQWYV KDYH LQ VXIS ERWWQE Y \FIR\D O B FWPXYGMELY EDNDWAG RVKIKIW HZ K 1/ OMK Q@ BWR R\ @ B0 OLH FEDHUWLH P Q.
+XDZHL LV &KLQHVH VXFK DOOHJLDQFH PXW W KDGGIKIRO\G WEKSK DYWW U M VRVW HRQ W KX DREAHIDQMRRG E\ JRYHUQPHQW DJHQFLHV ZKR

JHGHUDO JRYHUQPHQWYVY DOVR KDYH WKH DGGLWLRQDQ]DRARRY QRIK G BWWQ © DRKE NLRFE D/ B VRS G-EWEIOHFRIDMW JRYHUQPHQW F
F\AEHUVHPXWOWDVW WR WKH H[WHQW WKDW JRYHUQPHQWYV DUH SHUPIQAYWDHG RIRV UARIXO® WHK XE\D \E M GK R ¥ LYARIOQM) WIRUV. O D Vi D QH BULPQ
UHSRUWHG LQFLGHQW PLJKW OHDG WR UHJXODWRU\ LQYHVWLJDWLRQ

7KH ELJJHVW FKDODW@XDWRZKHH ROMRULW\ RI FULWLFDO LQIUD VWKW XRISHOIL W \R Z\GKHDGY D\GHELRBIMRIIW H G IESHW/ERL CB\UZLY DQULH YV ZW @&
HYHQ IRU PDQ\ PLOLWDU\ DSSOLFDWLRQVKDg G DEFh HYVR MHHIR QRWQRH QMUY PMRIRG. WL AFVWL]IHQV DQG SR QHWLFDO B \F VKR WEKFLGUARD\
XVXDOO\ MXVW QRW SUDFWLFDOO\ IHDVLEOH

*RYHUQPHQW PXVW ZRUN KDUG WR VKDUH WKH LQIRUPDWLRQ LW XQLTXHO\ FRQWUROV VXFK DV FODVVLILHG LQGLFDWRUV WKD
%XVLQHVVHV PXVW DOVR UHFRJQL]JH WKDW WKHLUKR¥ QHBRVIORQW. R QU IQEEWE A RARG G UWDXW MY MD R PAKICQRHKR Q G HARKHL B WY W QL Q WRIHIBHIV Y
RXU SODMWIRWRI RI

2YHUYLHZ B EAREW 211HULQJIV
7KH &ROOHFWLYH '"HIHQVH SODWIRUP FRPSULVHV WZR IODJVKLS SURGXFWV

JRQ'HIHOVEBQ DGYDQFHG 1'5 $RCXNWYIRQ BHICDN XRAUHD/O DQDO\WLFV WR GHWHFW DQG S UL WIHAIH b DD 6 RINENIIRXEDI @ F, W WNHLOND LU @ QIFGIHO
3¢, 0/ DOJRULWKPV WR GHWHFW SUHYLRXVO\ XQNQRZQ WKUHDWYV WKDW KDYH QRW EHHQ LGHQWLILHG DQG 3ILQJHUSULQWHG"
VHYHULW\ RI WKH EHKDYLRUV2DOO DW PDFKLQH VSHHG DQG FORXG VFDOH

,RQ'RAW D WKUHDW VKDULQJ VROXWLRQ WKDW IDFLOLWDWHYV D FURZGVRXUFH OLNH HQYLURQPHQW LQ ZKLFK WKH ,URQ'HIHQVF
FRQVLVWLQJ RI RXU FXVWRPHUV ZKR KDYH HOHFWHG WR SHUPLW WKHLU LQIRUPDWLRQ WR EH DQRQ\PRXVO\ VKDUHG DQG FURYV
EURDG DWWDFN SDWWHUQV DQG SURYLGHYV DQRQ\PL]JHG LQWHOOLJHQFH EDFN WR DOO FRPPX{XNWR FPIH? i @ UAK DQ LWDHIDIDF WR PY WK h
FRPPXQLW\ HQDEOHV IDVWHU GHWHFWLRQ RI DWWDFNV DW HDUOLHU VWDJHV

2XU &ROOHFWLYH '"HIHQVH SODWIRUP LVIBHWYJQHIBUW RX&IMIRPHLU PRQVRILE RWWEIRUNWWHWKUHDW GDWD DQRQ\PRXVO\ LQWR WKH
RUDQL]IDWHREROODERUDWLYH DVSHFW RI &ROOHFWLYH '"HIHQVH DQG WKH HHO$UWICGEUHYMR WKW LNDQWFEZRQSEREOHKE WY BHIDVHGNVRIQ'
DQDO\VWYV

2XU &ROOHFWLYH "HIBQOYHFORXWE I BHB QR\BGWQG LV VFDODEOH WR LQFOXGH VPDOO WR PHGLXP EXM.K K&ROHWHBWGY SIX'EHOH Q@ WH B\W
FXVWRPHUV RQ SUHPLVH DQG LQ K\EULG HGWURM@EGRH QWR/ EK\QWWIR@ DHOF APEBFHUWW HF XULW\ VHUYLFHV VXFK DV LQFLGHQW UHVSRQVH [
JRYHUQDQFHDBWHDG\QHVY 2XU &XVWRPHU 6XFFHVV &6 VHUYLFHV DUH GHVLJQHGHWR GW HDW HQV KXOW HER B RRQUKW H UFR EHXURFHHF
FXVWRPHUV DV ISDUWQ HFRY DXO@BWRDIWLYH DQG VHUYLFH FDSDELOLWLHY EH\RQG LPSOHPHQWDWLRQ

2XU &ROOHFWLYH '"HIHQVH SODWIRUP LV D VXEVFULSWLRQ EDVHG SULFLQJ DQG IOH[LEOH GHOLYHU\ PRGHO ZLWK $PR]R®E U
6HUYLFHV 8QWLO 'HFHPEHU ZH DOVR VX SS$IREU VQHIED ¥ WLLNORMWHK B B R X4, R W X FSHDVERXQWBIQL[ DV ZHOO DV RQ SURHPDWHI H@YDV RE
IRU FXVWRPHUV WR DGG &ROOHFWLYH 'HIHQVH LQW B S/BIOH ED W[ RQWI QR JVUBPRU QW \, § WB BND FZHV E X$0,W DWKEFW WQWEIH LQWHJUDW
DQG HYHQW PDQDJHPHQW 36,(0° VHFXULW\ RUFKHVWUDWLRQ DXWRPDWLRQ DQG UHVSRQVH 362$5° HQGSRLQW GHWHFWLRQ
SURYLGHUV

,RQ5DGDDBURGNAVY RLQWURGXFHG LQ PLG LYV DQ HDV\ WR LQVWDOO WKUHDW LQWHOOLJHQFH IHHG WKDW HQDEOHV F\EHU"
RIHULQJ ZLWK D VROXQIR @ BVQD\BOREPHFWRRQV RI DOO VL]HV ,Q WKH IXWXUH ZH EHOLHYH WKLV SURGXFW FDQ EH SULPDULO\ VF

:H GHVFULEH RXU JR WR PDUNHW VWUDWHJ\ IRU WKH ,URQIHW &ROOHFWLYH 'HIHQVH SODWIRUP DV GULYLQJ D FULWLFDO SXEO
VLORHG DSSURDFK WR F\EHU GHIHQVH LV QR ORQJHU SUDFWLFDO DQG GHWHFWLRQ DQG UH\VSRENVED R K \WH EMRUHDQWL WHBYD WQFP
DQG WKHLU VXSSO\ FKDLQV DV ZHOO DV



ODHW SULYDWB YHPWRBQ®WZLWK D VRSKLVWLFDWHG F\EHU VWDFN DQG IUHTXHQWO\ EXVLQHVVHV WKDW VXSSRUBQEJDLWLRQ® ROQI
LQGXVWUVWBMMHRWESSDON FKDLQ RU WDLORUHG EXVLQHVV HFRV\VWHP VXFK WKDW DV HDFK &ROOHFWLYH '"HIHQVH FRPPXQLW\ Jl
H[SDQGV ERWK WHFKQLFDOO\ DQG FRPPHUFLDOO\

6RPH RI WKRHOZERAD ERWHUSULVBDYLIBWHEQRPHRMW RBURILOH EUDQGY DQG JRYHUQPHQWYV WUXVW XV WR SURWHFW WK HALRIP @ M Q/IZRR
JRYHUQPHQW VSDFH GHYHORSPHQW ILQDQFLDO VHUYLFHV DQG KHDOWKF DIDH L R W LY@\ I$ SRR IS RW L W Il FEQ) LSV IURADLCF X Q DULBDV WJUHX/R

2YHU WLPH ZH KDYH EHHQ UHFRJQL]HG LQ WKH FAEHUVHFXULW\ LQGRY WHYAEH UGN SIDQE K WRWE L U @ FSIDXGA QD Q RO)\W WX CLDE X &L
UDWLQJ IRUWSGQWRBBGLEHFXULW\ 1'5 '"HWHFWLRQ ,Q 'HFHPEHU ZH DQQRXQFHG ZH$KIK EHIHQ V8 UR @ WIDVDID HEP B QWK RQUIYR G3 )8
$XWKRULW\ WR72SHURW WV KB VERRQW]DW LR Q PKRIDIRD O -B% W KHJRIGDFORY WR JURZ WKH XVH Rl VHFXUH FORXG WHFKQRORJLHV LQ X
WKH JRYHUQPHQW VHFXUHV DQG DXWKRUL]JHV FO RXG KVHH K QR QR DVANR QURR KNME R \GUS RAMERMWIV }HHG SBE BIO DVPWIQWHG GDWD LQ FOR>

,QG X VW U\RKDRENJU
&\EHUVHFXULW\ WUHQGYV

7KHUH DUH D QXPEHU RI NH\ WUHQGV GULYLQJ WKH QHHG IRU D QHZ DSSURDFK WR F\EHUVHFXULW\
QFUHDVHG YHORFLW\ Rl VRSKLVWLFDWHG DWWDFNV

,QFUHDVR®YBUVDULHV DUH ZHOO WUDLQHG SRVVHVV VLIJQLILFDQW W H BK@RIGRLQ FDKGIE B GI/MNADBIK WHRVGRD UFBIQ J HD QUER B UPH. @& L WIOQAL
IXQGHG QDWLRQ VWDWHYVY DR VPOSKILR/QWL PIRW/H & DAVUH 8 LEADIQ GRIQ FLDO JDLQYV WR KD FRKH ¥ WORDYGH DY DIL@.D B HOGW O D Q & DU DBIED H YOROY
UHJLRQDO FORXG LQIUDVWUXFWXUH RU FRPSURPLVHG VHUYHUV WR ODXQFK DWW D FNM PDHGW. & PRXWO R L VSRV D DG HUIRWR X H F Xt
DELOLW\ WR EUHDFK FXUUHQW F\EHUJGELHRQWHR QR | RO PRYMUQOHE@WWHUSULVH RU

5HDU IDFLQJIDRIGI Q@VWRROV

*DUW@KULQGXVWU\ UHVHDUFK ILUP HVWLPDWHYV WKDW ZRUOGZLGH VSHQGLQJ RQ JOREDO LQIRUPDW LR @HFXEMN.W\WR XA PROPEN KD
LPSURYIHGK PXOWLSOH KHDGOLQH PDNLQJ EUHDFKHV RFFXUULQJ LQ LW LV QRW VXUSULVLQJ WKDW V HFXHD MK H/HF R P HRIQQ PYOX
KRZHYBIQG DUH PXFK PRUH HYHQO\ VSUHDG LQ IUHTXHQF\ DPRQJ H[WHUQDO DWWMKBFG B F K RV W VX\DROGDH Q/ B & K IHWWWL FLOQWHHU VKO H D)W
SHQHWUDWH QHWZRQBVI PR PKFEKHERQRIGIYLQJ WKUHDW ODQGVFDSH KDV UHQGHUHG W UDGLWL\RIQRO@V CHIBIQAHWDSG S VR D RIQHW DOER§

7KH FXUUHQW JHQHUDWLRQ RI VHFXULW\ SURGXFWV IRFXVHV RQ VLIQDWXUH EDVHG DSSURDFKHV WKDW RIWH Q HW HY & l\PQ WHRG
LQFUHDVLQJO\ G\QDP ZK IWKIUGPWK G@B\) GAFADGEHNV LRQDO DQG QH[W JHQHUDWLRQ ILUHZDOOV ,QWUXVLRQ 'HWHFWLRQ DQG 3UHYHQ
WUIDA DQG UHMFRQJIUWRUHDW LQWHOOLJHQFH LQGLFDWRBDLRIVFRPGH RAWKH V¥, R@ & R WEKWHIGYR DQBW XU M EDN MR WQIW & G D B HIQFHO KU
DGYDQFHEHQRUWHVHHQ 3XQNQRZQ XQNQRZQ' F\EHU WKUHDWV LQ D WLPHO\ DQG VFDODEOH IDVKLRQ

7KH ERUGHUOHVV HQWHUSULVH ZKHUH WKH QHWZRUN LV QR ORQJHU WKH SHULPHWHU

&ORXGD(RY 6DD6 DSSOLFDWLRQV KDYH H[SDQGHG WHKH RWAMPINWRYUDDMH) BRIGDFEHAR Y X B8 Q¥ ZRBICOA N IGHHV ZHUH UHPRWH D PL[ RI
ZRUNIRUAHUHDOLW\ RI WKH ERUGHUOHVV HQWHUSULVH ZLOO IXQGDPHQWDOO\ FKDQJH QHWZRUN F\EHU GHIHQVHV IURP D FHQW!
GHWHFW DQG UHVSRQGHUW QBMWHRIX WAHDMWRIXWH® HGAHW U\ GDWD DFURVYV QHWZRUNJHHQEBG®RH GMKDEF QRBUORI Y QAR LIVF VRIUR Q B EXOUHL WQ

6FDUFLW\ RI TXDOLILHG KXPDQ FDSLWDO

(YHQ ZLWK WKH PR VE VRIS& LFAWHBDWHIRK QRORJ\ LQ SODFH WKH KXPDQ HOHPHQW RI F\EHUVHFXULW\SMIR KV V& RIDOHFR/QL WU HDH B V
GHWHFWLQJ DQG SULRULWL]LQJ DQRPDOLHV WKH DQDO\WWY DQG WKUHDW KXQWHUV DUH XOWLPDMWHQD\®HR QE LMU HZ KIREAKRINOFIG
WKLV DUHDDKREKHNHWDWLR RI WK HLFROKPWHXR | VORI @ X B B HWURII F\EH UV HFXLELMWA WIS IFUB O L \OR\S WILRS D@ DK NHX O WD QJ WIGRE H B U H\D P 23
EXUQRIARUGLQJ WR *DUWQHU V PRVW UHFHQRBA SUH @IDFRMKL R Q W DIGHSQ WWR B X X RBHUMHFXUMWY LOO EH UHMSIRQVLE®& a Rl ER-NRHUN REKUTE
6WX@KLFK SURYLGHV WZR FULWLFDO PHDVXUHV RI W:KRHU R\VRHE WHEXWLLADWSHU R:IGRGS WALHRHD Rt BAHBLEY Y XEKBLMIWAR 7 X UWREDO F\EHUVHFXULW
DQG WKH @BBG]DRWLRQY WR KDYH IUHVK SHUVSHFWLYHYV DERXW KLULQJ FRUSRUDWH FXOWXUH MRE VDWLVIDFWLRQ FDUHHU S

&ORXG LPSDFW RQ HQWHUSULVH F\EHU GHIHQVHV

$V GLIJLWDO WUDQVIRUPDWLRQ KDV DFFHOHUDWHG LQ DOO LQGXVWULHV WUDGLWLRQDO VHFXULW\ FRQWHROQYW®'S CRHP WEW HX\
LQIUDVWUXFWXUH DQG RSHUDW LRIQOHWRK W KD BXE AIVF GFORX @ B® @\FR] BBBIGIVE B QL0 61V VXKW EB WHIQWHIWERW LVRQYGLWH BRD WR B WBIBPVEF
DFFHVV WR WKH XQGHUO\LQJ QHWZRUNV RU ORJV DQG WKH PHDIRRYH KORKGOSEBRWHGHYIW KBLY®ILMWQVWRY F@RKEGLQRUDVAIUX Q@ ® XEDH/ L F
WKHVH UHTXLUH DGGLWLRQDO WKLUG SIDBEMHQRNW GHMMR/M V¥ DEBDEX QLWL MMQ\GR 8V KOLYGH DWXWHPSWHG WR ILOO WKH VHFXULW\ JDS
WHFKQRORJLHV EXW WKHVH DUH RIWHQ FORXG EROW RQV WKDW SURYLGH OLPGWHGO®HWR FAF DRG@ DELGL WMWQ i LVOR VP D LRRUVPQR X G G

/ILPLWDWLRQV RI H[LVWLQJ SURGXFWV
([LVWLQJ GHWHFWLRQ DQG WKUHDW VKDULQJ PHWKRGYV KDYH D QXPEHU RI OLPLWDWLRQV LQFOXGLQJ
/HIDF\ VIH EDWRGXFWV

6LIQDWXUH EDVHG SURGXFWV DUH GHVLJQHG WR GHWHFW NQRZQ DWWDFNV XVLQJ D UHSRVLWRU\ Rl SUHYLRXVO\ LGHQWLILHG
HQGSRLQW6EYVHNXDQW\RWKHU VWDQGDUG GHIHQVH LQ GHSWK F\EHUVHFXULW\ VROXWLRQV DV D FRUH GHWHFWLRQ PHWKRG WKH
WR GHWHFW D SUHYLRXVO\ XQNQRZQ RU PRGLKLIG ¥)UVHRQ RV HF 8 QR OIRIX YT\ NHPRLQ@ HIWWHEWLDO WKHUH ZHUH VHYHUDO QRW
DQG FROOHJHV DV ZHOO DV KHDOW KEDWW D) G NHFKQ PQREIEERBSHREWY OLNEHQG LW LV QRW VXUSULVLQJ WKDW VHFXULW\ SURI

/RJ DQG HYHQW MRIBXFIWHPHQW SU



6,(0V DQG VLPLODU ORJ PDQDJHPHQW SURGXFWYV DUH GHVLJQHG IRU FRPSOLDQFH UHSRUWLQJ DQG VHFXULW\ LQFLGHQW PDQI
FDSDELOLWLHY DFURVV FXUUHQW DQG KLVWRULFDO G:IXW O HNR KGH WM HVAWWOHFZV RRURR GG H. M & HY M O VAARWWH R IDMWQ RDQFW 8D HDOMMW LHYV \
VA\VWHPV IRU FHQWUDO DJJUHWDRWNR @/ ISRL QDM\G IRDVARPDNQ@WRAEPHQW UDWKHU WKDQ IRU GHWHFWLRQ

JLUVW JHQHUDWLRQ QHWZRUNRBXFMG/ EHKDYLRUDO DQDO\VLV SU

JLUVW JHQHUDWLRQ QHWZRUN EDVHG EHKDYLRUDO DQDO\VLV SURGXFWYV SURYLGH D EDVLF OHYHO RI RXWOLHU GHWHFWLRQ XV
VROXWLRQV WKHVH VROXWLRQV ODFN WKH VFDOH FRUUHODWLRQ RU DQDO\VLV FDSDELOLW LHW GHNGHGS WIRVBYW VW HWW WKR KD
RI DSSOLFDWLRQV PXOWLSOH SK\VLFDO VLWHV DQG PXOWL FORXG DUFKLWHFWXUHV

,QIUDVWPRFQUXMRULQJ QHWZRUN SHUIRUPDQFHRBRGUWWRULQJ DQG GLDJQRVWLF EDVHG SU

7UDGLWLRQDO QHWZRUN UG W DY WWDXMNXXUFNY B UR YARGHUVRRILQJ SURGXFWY GHVLIJQHG WR LGHQWLI\ QHWZR UW KEHRMAWCGHHGBHRANW KIDQYG
F\EHUVHFXULW\ FDSDELOLWLHV @KW®RRINY ZURKL G WWVHWF GU VW R WHHR RY Y & FARVPW UXH WZHR N WK VW IEHCOLOM\RULWKPLF DQDO\VLY QHHG
RU WKH IRUHQVLF FDSDELOLWLHYV UHTXLUHG E\ VHFXULW\ RSHUDWLRQV WHDP WR LQYHVWLJDWH WULDJH DQG UHVSRQG WR D¢

7KHIDW LQWHOOLRBXFMVVKDULQJ SU

7KUHDW LQWHOOLJHQFH SURGXFWYV DUH GHVLJQHG WR VKDUH PDVVLYH DP®E QMW RV @RYEG VGERIFD LIQR \R1J 1§ Q RVAQ MV E D M B & \ RIBQYGWR
WKH FRQWIOEXWAKHR@DFN RI WLPHOLQHVYV RU VSHFLILFLMWFW RYBIQ H\DW R U S IHV Y K\DHIWHHEU HQNRQIPADMWR @ KBRHPI D F\AEHU GHIHQVH SH
ZHHNV RU PRQWKV DIWHU DQ DWWDFN D VRSKLVWLFDWHG DWWDFNHU RQO\ QHHGYV WR VOLJKWO\ PRGLI\JW WHIIG HFQMWHKRSUWL E H ¥ K
QDWLRQV

,QIRUPDWLRQ $E&DOWNWQLNVDEHRWHUV 3, 6iRW "V IDRMEGS@ W KB U WKU

7KUHDW VKDULQHG PRXIFV WHKRHHQ \HDUV DJR DV D ZD\ IRU VHFXULW\ WHDPV WR ZRUN WRJHWKHU WR FROOHMVE HD@ILHONHHW R D\G L\WM
VWHS LQ WKH ULJKWWWHHFW VK@ UK R HLY@E MX\HR/ @ ¥ U RXBW XUHOEHQ WDIUF WKUHDW LQWHOOLJHQFH SODWIRUPVY WKDW VWUXJJOH Z
FRPPXQLFDWLRQ VXFK DV HPDLO DQG RQO\ ZLWK D VXEVHW RI VHFXULW\ GHIHQGHUV ZLWKJDIQRPDMQ QWD OEXW KIX\H D Q8-HHIG/ RGTFA
HQDEOH WKHP WR VKDUH FRQWH[WXDO UHOHYDQW DQG WLPHO\ LQIRUPDWLRQ LQ UHDO WLPH DFURVV WKH IXOO FRPPXQLW\

&UHDWLQJ D QHZ PDUNHW VHIJPHQW &ROOHFWLYH 'HIHQVH

:H DUH FUHDWLQJ D QHZ PDUNHW F DMMK RXUZ & & SHFWOHHWEYHQMHHQ@BWIRUP ZH GHYHORSHG WKH ILUVW DQG WR RXU NQRZC
QHWZRUN DQG VKDUH WKLV DQRQ\PL]JHG WKUHDW LQWHOOLJHQFH DPRQJ &ROOHFWLYH 'HIHQVH FRPPXQLW\ PHPEHUV ZKR PD\ F

7KH SRZHU Rl &ROOHFWLYH '"HIHQVH LV WKDW PXOWLSOH FRPSDQLHYVY FDQ HVVHQWLDOO\ ZRUN 7IK\L \b HGALH D BV MWCRW G I WEHSFSU R FSK GHO
*DLQ UHDO WLPH YLVLELOLW\ DFURVV WKH WKUHDW ODQGVFDSH

2XU &ROOHFWLYH '"HIHQVH SODWIRUP OHYHUBJMHBK®LHHE HKDUWR\RW D Q FO@\ P O \MG FVDUBVE KB YSDLGFD VEHDGV BY KMURH D /W QWVH DWW R/\W B B WAL
HQWHUSULVH DQG VIZKGDSWOMWIEDF HK®O®WERBY GHVLIQHG WR GHOI1HWUQU VX S\O\P HKDILDLMVE LIOQ GW VRN LIFLE M U WK URQ W VRW COQ\ FXVWR

5HGXFH LPSDFW RI F\EHU DWWDFNV ZLWK KHOS IURP IHOORZ F\EHU GHIHQGHUV

2XU &ROOHFWLYH 'HIHQVH HFRV\VWHP DFWV DV D FROODERUDWLRQ KXE WR HQDEOH SDUWLFLSDQWYV WR DXWRPDWLFDOO\ VKDU
JURXKKHQ VXVSLFLRXV EHKDYLRUV DUH RGHPWLDXMREDWQF POIGEMKDUHY D SURDFWLYH ZDUQLQJ WR DOO PHPEHUV DW PDFKLQH
WKUHDW

,PSURYMFMILYHQHVV RI H[LVWLQJ F\AEHUVHFXULW\ LQYHVWPHQWYV

7KUHDW LQWHOOLJHQFH LV YDOXDEOH DFWLRQDEOH DQG UHOHYDQW RQO\ ZKHQ UHFHLYHG LQ WLPH EHIRUH D WKUHDW HQWF
XUHQW WKUHDWNVQ HQWERIQYJVRRI SULRULWL]H WK U7 KDW VQD R G PEXVIORQ DF B Q RECHE PLWHME. G H DN ER/ERY HWQGSRLQW RU RWKHU VHFXULW
UHWWLQJ WKHLU DWWDFN

7KH IROORZLQJ GLDJUDP \GHBEHFWE HWMZHKHWQ @ BIDF\ DSSURDFKHVY DQG RXU QHZ DSSURDFK



2XWBROXWKRRQ1IHW &ROOHFWLYH '"HIHQVH 30DWIRUP
2XU DQRQ\PL]JHG ,URQ1IHW &ROOHFWLYH 'HIHQVH SODWIRUP FRPSULVHV WZR WLJKWO\ LQWHJUDWHG SURSULHWDU\ WHFKQRORJL

2XU SODWHBVMPMRAIQLILHG VHW RI WHFKQRORJLHYVY WKDW SRZHUV D ZLGH UDQJH RI QHWZRUN VEKKIBD¥WRWKIDUGQ W HFWA BQ H VY HEF2&U D@
FDSDELOLWLHV %\ IRFXVLQJ RQ FORXG GHSOR\PHRMWW HAH B bli$ ®E\OIH WX P FXN WRBHG O\ BPQGLERQWHI WV RI ZKLFK E\ UHYH(
H[SDQGLQJ WBW RDIQRSSHERV\VWHP LQWHJUDWLRQV HQDEOH XV WR DGG QHZ VRXUFHV RI GDWD IRU EHKDMIWRIED B\ BIQWD ®W WAD BI\G ¢

$UPHG ZLWK HOLWH GHWHFWLR & Q\DLSIHE RS HW DMAR D QHG SHRIALEHLQOAHHGDRY WKH KLJKHVW OHYHO RI WKH 8 6 JRYHUQPHQW RXU IRXQG!H
RU DOUHDG\ LG WRHE LHWZRUIMIROLR Rl SURSULHWDU\ DQDO\WLFV IRUPV WKH EDFNERQH RI ,URQ'HIHQVH

+RZHYBKLOHFWILYH LQ GHWHFWLQJ XQNQRZQ DQRPDALRAVH@WKIDY PREGHY @ QQRLW\ DW\EY RWNWIKHWH @QRPDOLHY DUH FRPPRQ DQ
1'5 YHQGRUV LQ WKHH IMREXWWLRQ LV WR WXQH WKHLU DQDO\WLFV WR EH OHVV VHQVLWLYH LQ RUGHU W R HSKQ G Wi WHRHEQOF B/GV LDX
WR PHHW WKLM EQDVQRIBYFHG RXU H[SHUW VI\VWHP VFRULQJ DOJRULWKPV VXSSRUWHG E\ RXU HOLWH F\EHU KXQWHUV WR LQFU

3RZHUHG E\ ,UR®/KUMOWHGHWHFWLRQV ,URQ'RPH ZKLFK ZH LQWURGXFHG LQ LV WKH IRXQGDWLRQ RI RXU &ROOHFWLYH 'HI
DQDO\]LQJ DQG FRUUHODWLQJ WKUHDW VDIRW PRQIDUELARK VD\RREX BR § W H MAVGDD DRV HIKWHE B/&RL D W W QRIEN VWRPUWKHUH LV DEOH WR SUF
&ROOHFWLYH 'HIHQVH HFRV\VWHP

7KHIGIWMIHQWLDWHG YDOXH RI RXU &ROOHFWLYH '"HIHQVH SODWIRUP LV LWV DELOLW\ WR EXLOG D G\QDPLF FRPSUHKHQVLYH SLF
DFURVV DQ\ SDUWLFLSDWLQJ PHPEHU HQYLURQPHQWV ,W DOVR SURYLGHV VLWXDWLRQDO FRQWH[W DQG SHHU LQVLJKWYV IRU J

,BXIXVW ZH DQQRXQFHG RXU PHPEHUVKLS LQ WKH -RLQW &\EHU 'HIHQVH &ROODERUDWL$BHQR\'& & BOGC WQR UKD H PIHR W UPLDN
&ROOHFWLYH '"HIHQVH SODWIRUP WR KHOS WKH DJHQF\ GHIHQG DJDLQVW LQFUHDVHG JOREDO F\EHU WKUHDWV ,Q JHEUXDU\

DQDO\VWYV DQIGHWKKH QROHO LV LQWHQGHG WR IDFLOLW DWG@J D/ KMLFY BIWAR CHODDEERQLDOA LR\WQ VRR M Q RZQP DWIGHH RH B 7 RAUKRUKH) BOVWV BLE W ISYKLBVD\L E
SDUWQHUVKLS RXU DQRQ\PL]HG ,URQ'RPH GDWD LQ DGGLWLRQ WR RXU ,URQ5DGDU YLVLELOLW\ LQWR NH\ WKUHDW UHODWHG

&RUUHODWHG DOHUWYV IRU WKUHDW GHWHFWLRQ HDUOLHU LQ WKH LQWUXVLRQ F\FOH

:H DUH QRW DZDUH RI DQ\ RWKHU YHQGRU LQ WKH RPHQ@HWMKR KWK FRPPXIQQBMY PSBERDV KE WIRQB\EHUYBIBERWIEWQHWZRUN HQYLURQPI
'"HIHQVH HFRV\VWHP FRUUHODWHG WKUHDWV VWDQG RXW JLYHQ WKDWIJWWHLBGYHUVDULDO EHKDYLRUV DUH W\SLFDOO\ FRQVLV

2XU &ROOHFWLYH 'HIHQVH SODWIRUP FRPSULVHV WZR IODJVKLS SURGXFWV
JURQ'HIHQVH

LURQ'HIHQVH LV DQ DGYDQFHG 1'5 VEOXW GRIMLKDHY BORO) @/ ¥\EBKWDWKRUQHWZRUN OHYHO WR GHWHFW DQRPDORXV DFWLYLW\ [
QHWZRUBHYHU 3] H IRMIRAW LWKPV WR GHOLYHU KLJK ILGHOLW\ DQDO\WLFV UHTXLUHG WR GHWHFW SUHYLRXVOVXQNQREZ @ \WWBHIRC
ZKLFK KDV EHHQ GHVLJQHRD PAROBINKICHY HORZIKDBNVH SRVLWLYH UDWHV DQG IZKS WV RWHZOYOL GIRELH DWA @ RWIRUMNGY WRHGHD Q B\ FDEBXI®R

ORVW FXUUHQW F\EHUVHFXULW\ WRROV IBAWY R H5H RVIHEQ/\L @ I K W DR @ D OGHDEWILIR G DRQL @ WY HDVLHU EXW WKH LQVLJKWYV FRPH
QHWZRUN WR H[ILOVRWDMAHF RBASAOD. VKWRHDIOH B PDOLFLRXY REMHFWLYHV ,URQ'HIHQVA K§ HVKBIGFQINWRREH B QDR VG IHRQWH DV Bl G RRP@ ® R X
LQWUXVLRQ NLOO FKDLQ

.H\ FRPSRQHQWV Rl ,URQ'HIHQVH LQFOXGH



,BQ'HIHQVH EHKDYLRUDO DQDO\VLV HQJLQH

JURQ'HIHQVH OHY HEDD/HG/ EQI® IPRIRUHODWLRQ EDVHGHGH\Y B AR GR(YW WIRH I GIHIGVERPB R QHEWWDMDAL HU LQ WKH LQWUXVLRQ F\FOH |
XQNQRZQ WKUHDWYV RU FXVWRPL]DWLR®W VFRPWDIMW W\D E QHW K HZ LXOWD XIUFHS C2HKRH MK BYRL RIIDDIO DQDO\WLFV DUH EXLOW X SRIQHD @URU L
FRPSXWDWLRQDOO\ GHVLIJQHG WR XQGHUVWDQG QRUPDO QHWZRUN EHKDNIFREDEXVWDISSQVLIQY W KN VOH WRRHNH DAWHHE \E H @ KPRRINOR
WUIDA EHKDYLRU WR PLQLPL]H DOHUWLQJ DQG @HRWZRWN\ D VW @' HH QQWH ZH QKD Q F\W R H GFM V VI R PA-DULVATK LQFOXGH WKH DELOLW\ WI
PDQDJHG DQG XQPDQDJHG GHYLFHV BBRP PDOZDUH UDQVRPZDUH DQG

JBQ'HIHQVH ([SHUW 6\VWHP

,URQ'HIHQVH LQFOXGHV DQ ([SHUW 6\VWHP WKDW DXWRPDWHV VHFXULW\ RSHUDWLRQV SOD\ERRNV RI KRZ WRS F\EHU RSHUDWL
SURFHVV DQG DSSOLHV LW WR WKH ULVN VFRULQTKR V DHRPEOH \H X \G W\R HFFUWHH/GH EY LLRWHY , B R R DHYIHRQWIHOVD@IDW HFIWL RQ DFFXUDF\ ZLWI
ZLVGRP RI RXU HOLWH F\EHU KXQWHUV WULDJLQJ WKRXVDQGV RI DOHUWYV IURP UHDO ZRUOG HQYLURQPHQWYV 2XU ([SHUW 6\VW
UHGXFLQJ DOHUW IDWLJXH DQG DOORZLQJ VHFXULW\ WHDPV WR VTRHXY FRHU WHBAFRIGIEL IO MRRQ WILIXKXDOWON B 8§ W HFIW H B QWIKQ RVKIHKL B DH
RXWFRPHV E\ RXU F\AEHU KXQWHUV XVLQJ ,URQ'HIHQVH

LJBRQ'HIHQUWO PRWHB® WRULQH

7KUHDW DQDO\VWYV DQG KXQWHUV VSHQG D VLJQLILFDQW SRUWLRQ RI WKHLU WLPH WULDJLQJ LQGLYLGXDO DOHUWYV E\ LGHQWL
DXWRPDWHG FRUUHODWLR@& R WEHWBWW.RILWY B PR ®GOGHVWWEYHUVDU\ DWWDFN WHFKQLTXHYVY DQG SUH FRUUHODWHY DQRPDORXV L[
GUDPDWLFDOO\ UHKGXFW\ \DWHR W KWRDUDJIHY D PXOWL SDVV VIVWHP WKDW ILUVW RSWLPL]JHV IRU GHWHFWLQJ DV PDQ\ SRWHQWLD
RWKHU H[WHUQDO DQG LQWHUQDO GDWD VRXUFHV WR RSWLPL]JH IRU GHWHFWLRQ SUHFLVLRQ (YHQWYV DUH IXUWKHU DJJUHJDW
ULVN WR WKH HQWHUSULVH

JBQ'HIHQWHWWKXQWLQJ LQWHUIDFH

JURQ'HIHQVH LQFOXGHV D WKUHDW KXQWLQJ LQWHUIDFH EXLOW E\ RXU HOLWH F\EHU KXQWHUV WR HPSRZHU VHFXULW\ RISH KXG
LQWHUIDFH HPSRZHUV VHFXULW\ DQD OL¥WYHWZ R QN HPVHWLDI G BWM DD FURRMWY W6 O MWW U BIDWD DQG FROOHFWLYH WKUHDW LQWHOO!
QHWZRUN IORZV ,Q ODUFK 2H KXQQUD @ PG OV KRHU SH[DWHIRGIIRG KX QW FDSDELOLWLHV H[SDQGLQJ WKH LQYHVWLJDWLRQ ZLQGRZ
WKH DVVRFLDWHG SDFNHWKEYD $W%DHUUI MR Q LGIBWMDXVWRPHUV D IXO0O\ LQWHJUDWHG KXQW SODWIRUP GHVLJQHG DRAY RIBMD) VBH & RA/
SURYLGLQJ PRUH WLPH WR UHVS RGIG M & GVWRIUDFHD & (WHIEO RQ 0 RQEHKLVWRULFDO FRQWH[W

JRQ'HIHQVH VHQVRUV

JURQ'HIHQVH VHQVRUV DUH FORXG YLUWXDO DQG SK\VLFDO VHQVRUYV M K DA VWDHIHY GLHISADHRY B G M I HWKZHR (DR WY IWPRUESLUSRERN \GRBHE WHRDWAMITR
VHQVRUV DUH DYDLODEOH IRU SXEOLRLFORBW H G Y UHIR QRN QWR/PW R | UQ VWWUAK SR VHEIBVE 06 16 H Y Y& H M DF BIDW R D OF Q R M FBUIGW RGRH[W U D
QHWZRUN VHVVLRQ PHWIDE VOB NWHRE@GWKIHVUWIR WXDIEHKDYLRU DQDO\VLV H @ EKHQH RRUHS K Q ¥ H WWH. QW RIKYGDKDNER! [FNR EWS\DEF K R X/ DD [EERER
LQVSHFWLRQ GXULQJ KXQWLQJ RSHUDWLRQV

,BQ'HIHQWHWGEDWD LQJHVW

,URQ'HIHQVH KDV WKH DELOLW\ WR XWLOL]JH D ZLGH UDQJH RI| GHHVMH WG\BWMD DREUNHOHRHFWKG B DAWD GG B BB WOHNRIW B IR RN 2 DK LR DRI
ORJ IRUPDWYV VXFK DV %52 =((. RU 1HW)ORZ 93&RX G GRRGLGC HRW GRFYRKEKVMDRIV DQG DSSOLEPAVLRQ ORJV VXFK DV 21

,URQ'RPH

,URQ'RPH LV D WKUHDW H[FKDQJH VROXWLRQ WKDW IDFLOLWDWHYV D FURZGVRXUFHG OLNH HQYLURQPHQW LQ ZKLFK WKH ,URQ'F
HQWLWLHY VXFK DV SRUWIROLR FRPSDQLHV VXSSO\ FKDLQV LQGXVWULHV RU QDWLRQV IRU FRUUHODWLRQ DQG IXUWKHU DQ
LQWHOOLJHQFH EDFN WR DOO FXVWRPHUV LQ UHDO WLPH VHUYLQJ DV DQ HDUO\ ZDUQLQJ VI\VWHP IRU DOO

,URQ'RPH HQDEOHV &ROOHFWLYH '"HIHQVH PHPEHU HQWHUSULVHV WR DFWLYHO\ H[FKDQJH LQGLYLGXKXQ\W RRRDEILJHGCNVK\EE ORYYRF
LGHQWLI\ VWHDOWK\ DWWDFNHUV HDUOLHU LQ WKH DWWDFN F\FOH ZKHQ PDQ\ RI WKHLU PHWKRGV IDOO EHRWRZEHWKMHQW B UHWK R B
GDWD

.H\ FRPSRQHQWV RI ,URQ'RPH LQFOXGH
,BQ'RPH &ROOHFWLYH 'HIHQVH FRPPXQLWLHV

,URQ'R®KUH P WD RQWBRHD Q L ENBR P P X Q R W IQHWH UBSDMRVGV\K B XV L QIIF RV \ VIVQIEX YW UIRWQ D W (RWG H U & D BWHH/P E HRURVX O WHSPORHX QEVVRIGVKNKD UL QJ
SUHIHDQ®@KVHKDWI HHEBW X VW R B RS WULRAWKQH W ZHR K IRVIH D BIG G L VHIQRADHDEDS U MM HALB CR/QIY&IBACTO H A WHLOBI®HD WA RO @ S O KEHU H [DGMEK SRMLWED WDV H W
DQG LQWHOOLJHQFH

,BQ'RPH FROGBMWILQWHMOKOLIHQFH H[FKDQJH

,URQ'RPH OLQNV WRJHWKHU FRPPXQLWLHV RI HQWHUSULVHV WR SURYLGH FRQWH[WXDO LQVLJKWYV LQWR WKH WKUHDW ODQGVF
RXWFRPHYV DQG LQVLIJKWY UHODWHEGHQOW KRIVHDSURXW\D QD VWOV D @AW WUWILDJIJHG VLPLODU WKUHDWYV LQ WKHLU HQYLURQPHQW ©5H
GHWHFWLRQ LQVLIJKWV WKDW DOORZ PHPERHWMWR MWPKHIGL DYEXOVYWHD B QY GWRRD BWMXN W MKHHDW VG WIHQ VHV WR FRPEDW WKH WKUH

,BQ'RPH &\EHWHBBLGDU 9

JURQ'RPH FUHDONMW Y LHYGRIUF\EHUVSDFH WKDW OLQNV SULYDWH DQG SXEOLFKWHEDAWRLE R /DG ISIRYG B HV DQ W Q R QUPE RIO® I DY W
HQWHVUSEXWIHIHVV HFRVA\VWHP WRXUSSBILFRK@®LQ LQGXVWU\

&DOOHG &ROOHFWLYH '"HIHQVH FRPPXQLWLHV V$BQUJOMOLRHG BEQ QPR Q IRPHHUFRWRIGHVE B RSO BE RIBRRMG VWU D FRPFEDDQAD ZHDOWK F
SRUWIROLR FRP SEDQAHG/ FB O/GIFRFRRIDWLYH RXAKQDWQES ZRWKDL @ HOMVHFWRU IRUPDWLRQ VWDWHY DQG FRXQWULHV DQG SULYD

,Q HDFK &ROOHFWLYH RHABNHVFRPBHBIWMR VKDUH DQRQ\PL]HG GDWD DERXW WKUHDWYV GHWHFWHG \R @ RIDIGHLAER UQ GILWLHG B B © URIDW
WKH VFULSW" RQ DWWDFNHUV E\ UDLVLQJ W,K H RSUHUHQ D MYHHGFIDG B B WYL V@ 8 \D RIWDUQ\E X VH RS BEXFMHG RQ EHKDYLRUV VXJJHVW WKDW
VKDUH WKUHDW LQIRUPDWLRQ ZLWK



WKH JRYHUQPHQW IRU F\EHU GHIHQVH RQ D QDWLRQDO VFDOH DV QHHGHG WR GHIHQG WKH QDWLRQ

7KH &ROOHFWLYH 'HIHQVH SODWIRUP LV SULPDULO\ GHSOR\HG LQ FORXG HQYLURQPHQWYV: HW WR\S K B@RR W KHD/AHOG DY DR TPIHEOM R
FXVWRPHUV LQ 'HRHPERIWOHFWLYH 'HIHQVH 3ODWIRUP LV VFDODEOH WR LQFOXGH VPDOO PHGLXP EXVLQHVVHV DV ZHOO DV PXC

7KUHDW ,QWHOOLJHQFH
8VLQJ LQIRUPDWLRQ GHULYHG IURP WKH &ROOHFWLYH 'HIHQVH 30DWIRUP ZH DOVR SURYLGH RXU FXVWRPHUV ZLWK WKUHDW L
,URQ1IHW 7KUHDW ,QWHOOLJHQFH 5XOHV

:H DXJPHQW WKLUG SDUW\ VLIQDWXUH EDVHG GHWHFWLRQ UXOHV ZLWK WKKH\DH GHOMWHFADLLRI® QRO HX ORY G R VB ¥ R UBRD \HHGS B RL\QIW
SURDFWLYHO\ SURWHFW WKHPVHOYHV DJDLQVW NQRZQ WKUHDWYV WKURXJK PRUH VHFXUH FRQWUROV

,JBRQIHWDWUQWHOOLJHQFH %ULHI

7KH PRQWKO\KWHRMWHQYWHOOLJHQFH %ULHI SURYLGHVY WRS REVHUYHG WKUHDWVY DFURVV RXU &ROOHFWLYH '"HIHQVH FRPPXQLWL
VXVSLFLRXV RU PDOLFLRXV E\ XA, 5D @GVRW S\DKIRWW. RISHRQWEQD 6 RMMWWHODWHG DOHUWY DQG WKUHDW UHVHDUFK KLJKOLJKWYV

,URQS5DGDU

,URQ5DGDU LV D WKUHDWDIQQWHODLRRIQW QHHH NHRG WRRULRPBURYH WKHLU F\AEHUVHFXULW\ SRVWXUH E\ EHFRPLQJ PRUH SURDFWLYH D
DQG EHIRUH WKH\ DUH XVHG LQ VRSKLVWLFDWHG F\EHU DWWDFNV & LQIUDVWUXFWXUHVY DUH WKH 3EUDLQ" EHKULQWGKHWXFB & GVDX\
DV H[DRS/OBIVMQJHURXV F\EHU ZHDSRQV & LQIUDVWUXFWXUHV DUH XVHG E\ F\EHU FULPLQDOV WR FRPPXQLFDWH QHIDULRXV FRF
ILQJHUSULQWY D VHUYHU DQG GHWHUPLQHY ZKHWKHU LW LV DGYHUVDU\ LQIUDVWUXFWXUH ZKLOH WKRVH VHUYHUV DUH EHLQJ
XSGDWHV IRU SURDFWLYHO\ EORFNLQJ DGYHUVDULDO LQIUDVWUXFWXUH

"HOLYHUHG Y830 DURRESOVMGM U FDQ EH FRQVXPHG E\ D ILUHZDOO D 6,(0 D WKUHDW L\WWHG BO-DUNI B P& WRHD B @ \QRRMK R Q QN KWRY D W J KIX
EORFN WKH DWWDFN EHIRUWH QW] XWVRIQ LPSDFW RQ WKH RU

8VLQJ WKH GDWD IURP WKH IHHG 62& DQDO\VWV FDQ TXHU\ WKHLU 6,(0 GDWD WR ILQG FRPPXQLFDWLRQ WR DGYHUVDU\ LQIUDV
QHZ DGYHUVDU\ LQIUDVWUXFWXUH GXULQJ WKH FULWLFDO LQFLS L7HKQ\WDAMW BHNHDURFE5WVEDE FREOLFKHEP H VDD WKHPRQLRLRUVZ W K N
&REDOW 6WULNH

H\ %HQHILWFRRIX2KURQV

2XU VROKWIDRRXRI FXVWRPHUV VHYHUDO EHQHILWY LQFOXGLQJ
b GLHUHQWLDWHG EXVLQHVYV YDOXH WKDW LQFOXGHY EHKDYLRUDO DQDO\WLFV ZKLFK ILQG WKUHDWV WKDW RWKHU WF
t UHDO WLPH WKUHDW VKDULQJ DFURVV FRPPXQLWLHV DQG
¥ YDOXH WR WKH &ROOHFWLYH 'HIHQVH HFRV\VWHP WKURXJK LQWHJUDWLRQV

%HKDYLRUDO DQDO\WLFV WKDW ILQG WKUHDWV WKDW RWKHU WRROV FDQQRW GHWHFW

6XSHUMHUWNWHHKDYLRU GHWHFWDRQ@ WR VHH XQNQRZQ WKU

,URQ'HIHQVH H[DPLQHYPMKHVRABW ZRUN KWUD IPXFK KDUGHU IRU DQ DWWDFNHU WR HYDGH RU PDQLSXODWHS,, 0/RIH WIHHFWV IHR @ KRDHSDWE
E\ WRS F\EHU VXEMHFW PDWWHU H[SBQW\ SFOWVV\VRRHPWNY QB WXIYSBEH3HYV WKH MXG/JWHRGW EQE® 8 H DHEQHG-HIDY W DSI0D LERRHNM B WW & HF \
WKDW LPSURYHV VSHHG DQG GHSWK RI LQYHVWLJDWLRQV

ILVLEL RVW\WHKHK IXOO0 HQVWIDWS G HWH PR LRMR YHHSW K U

,URQ'HIHQVH QHWZRUN GHWHFWLRQV |LDIL AK HVNBHRIZ@J YCRALGH L\G RVKHHH DXNY \YQRZ QL QIRWH O W RKIH E\R @ GRHOF W K WHQ' HWZERWUHN SADKDDW RRUP K
WR SURYLGH FRPSUHKHQVLYH YLVLELOLW\ DFURVV WKH WKUHDW ODQGVFDSH

&RJQLWLYH GHWEWWRRQ DBRUSU L R U H\G X]FOHAGL RIO ¥ @ CERWLVE VY IRRW U

2XU &ROOHFWLYH 'HIHQVH SODWIRUP FROOHFWY SURFHVVHV FRUUHODWHV DQG DQDO\]HV KLJK ILGHOLW\ GDWD IURP FXVWRP
DOHUWY LQ WKH &ROOHFWHYV H WHQMWHGIRP D XYOR WROWLQXDOO\ WUDLQ DQG HQKDQFH RXU ,URQ'HIHQWXI) ERIRDF LIRWW O ANYDDL\WK FI
DQDOYWLBXWRPDWLFDOO\ FKDLQ DQG VFRUH UHODWHG HYHQWYV LQWR VLIJQDOV WR LQFUHDVH DQDO\VW YLVLELOLW\

'‘DWD LQJHVW D WD\GRDUD M LIHRRA BRIV BRIOH @/ \KRD S H

,URQ'HIHQVH JDWKHUV GDWD VWUHDPV IURP D YDULHW\ RI VRXUFHV WR EXLOG D PRUH FRPSUHKHQVLYH SLFWXUH RI WKUHDWYV
DFWLYHWVRUN ORJV SURYLGH DVVHW GLVFRYHU\ DQG GHYLFH PHWDGDWD IRU HYHQW HQULFKPHQW DQG FRQWH[WXDOL]DWLRQ
SURYLGH HQWLW\ DQG XVHU RSHUDWLRQDO VWDWH ZKLFK VXSSOHPHQWY QHWZRUN DQG FORXG GDWD FROOHFWHG

7KH RQO\ UHDO WLPH WKUHDW VKDULQJ FDSDELOLW\ DFURVYV FRPSDQLHV IRU VWURQJHU GHIHQVH
7KH DELOLW\ WR GHIHQGFHHWWHU DV D FROOHFWLYH IRU

2XU &ROOHFWLYH '"HIHQVH SODWIRUP RUFKHVWUDWHYV WKUHDW VKDULQJ DQG FROODERUDWLRRWIQQU HXG SMON\PHKVIRQEHOQGHXV WB |
FXVWRP &ROOHFWLYH '"HIHQVH FRPPXQLW\ WR UHGXFH LPSDFW RI F\EHU DWWDFNV ZLWK KHOS IURP IHOORZ F\EHU GHIHQGHUV
RXWFRPHV WKUHDW LQGLFDWRUV DQG RWKHU LQVLIJKWYV ZLWK PHPEHUV RI WKHLU &ROOHFWLYH '"HIHQVH FRPPXQLW\

)DVWHU ZD UMM SRQIVRIGFDSDELOLWLHV

:KHQ VXVSLFLRXV EHKDYLRUV DU RGHRPWLDXMNREDWQFPOI@EMKDUHY D SURDFWLYH ZDUQLQJ WR DOO PHPEHUYV DW PDFKLQH VSH
7KLV FDSDELOLW\ DOORZV FRPSDQLHV WR LGHQWLI\ VWHDOWK\ DWWDFNHUV HDUOLHU LQ WKH DWWDFN F\FOH ZKHQ PDQ\ Rl WK
KLJKMWGHU DQDO\VHV DFKR\OODRERVW YXSHRDWY RSW LQ DQRQ\PL]JHG VKDULQJ ZLWK JRYHUQPHQWYV IRU QDWLRQDO UHVSRQVH

5HDO WLPH VKDULQJ RR@GHHU GNHQIKMV IRU VWU



2XU &ROOHFWLYH 'HIHQVH SODWIRUP DOORZV FRPPXQLW\ PHPEHUV WR VKDUH WKUHDW FRQWHDW\W BB 8 YIBFO HAQUWBIIS WQ & WH P8\E H WVH
EDQGLQJ WRJHWKHU DQG ZRUNLQJ WRIJHWKHU ZLWK SHHUV &ROOHFWLYH 'HIHQVH FRPPXQLW\ PHPEHUV DUH EHWWHU DEOH WR
DQG FRXQWHUDFW F\EHU DWWDFNHUV

'HHS VXEMHFW PDWWRMHH{SWWRERNMH WRIHRSYY

:H KDYH DQ HOLWH F\EHU RSHUDWLRQV WHBXUZ R NV IQD PG/L WHRF@/HOW H EW K V¥ X IV BVIRHP HOHE UHH DRIECG AU WNERDEPPG BIRPH RVHIGVER RVEM LP I
HPSOR\HHV WKDW KDYH GLUHFWHQWHGOR\BEHUFH[ERPRKQEW\ED@® RFHG ZLWK LQGXVWU\ SURIHVVLRQDOV ZLWK H[SHULHQFH LQ |

$IFBH PXOWLSOLHU HIIHFW WR KHOS VWUDLQHG 62& WHDPV

2XU GHHS 60( NQRZOHGJH HRPWARVYV N HPYHOUWHBOMWUDHIQHG 62& DQDO\WWYV ZKR FDQ OHYHUDJH LQVLJKWYV IURP RXU VHFXULW\ D¢
&ROOHFWLYH "HIHQMH BRSFEBRIRDIAMK\ DGGUHVVHY WKH F\EHUF W DOHDHY W KRR W& WHH D P'% IDRYA. @B WKMLHIQJ WRROV DQG KXPDQ UHVRXL
SURYLGH DXWRQRPRXV LGHQWLILFDWLRQ SULRULWL]DWLRQ DQG UHFRPPHQGDWLRQ WR DFFHOHUDWH LQFLGHQW LQYHVWLJDW

$GGHG YDOXH WR WKH F\AEHUVHFXULW\ HFRV\VWHP
(DV\ WR XVH GHSOR\PHQW IRU IDVWHU WLPH WR YDOXH

2XU &ROOHFWLYH 'HIHQVH SODWIRUP KDV EHHQ GHVLJQHG WR EH HDV\ WR SURYLVLRQ FRQI$3XWUWRDQGUNDEDLY HZ RUMRFE VHD |
LQWHJUDWLRQV SURYLGH D QDWXUDO FRP SO HF H\QML R V, H RXQUH S MMVIMGVBIRX G GMNR UFHH & KAHR XWH OHD UQ DQ\WKLQJ DQG FDQ VHH

6HFXULW\ IRRQPEQWQYLU

:H KDYH KLVWRULFDOO\ SURYLGHG VHFXULW\ SURWHFWLRQ DFURVYV FORKGH@®®Q GHHB NV HKREZEBEORNYXR W \HE VY UHRGIRKGWDN VRR \D»
SXEOLF FORXG 2XU SXE® L7/K A GRRX S USDRLW B HAH B R\P H QHW RS VDIVR R L' M FP BHRWQ JHUDRIG ZH DUH ZRUNLQJ WR WUDQVLWLRQ OHJDF\

JPSRINHG HIITHFWLYHQHVYV RI H[LVWLQJ VHFXULW\ LQYHVWPHQWYV
JURQ'HIHQVH DXWRPDWHV PDQ\ RI WKH WLPH FRQVXPLQJ WKUHDW GLVFRYHU\ RRIG EXQWERBNRUVDWY FQ Y WBSWY BEIG LIVQRIQRD IVH D WK
,QGXVWU\ 5HFRJQLWLRQ 'HVLJQDWLRQV DQG &HUWLILFDWLRQV

,Q J)HEUXDU\ ZH ZHUH WHVWHG E\ 6( /DEV /WG D SULYDWH LQGHSHQGHQWO\ RZQHG DQG UXQ WHVWLQJ FRPSBQY DVMKMH\G DV
6HFXULW\ 1'5 '"HWHFWLRQ

,Q ODUFK ZH ZHUH QDPHG E\ WKH 8 6 'HSDUWPHQW R I UHRAPHIDWQ\G| R:HHP MG\ ERO D PEFPUEBW BROQ WIREIKAE GES\HDUV ZLWK NH\ LQQF
JHQHUDWLRQ RI F\EHUVHFXULW\ SXEOLF SULYDWH SDUWQHUVKLSY LQFOXGLQJ ZKHQ DV DQ LQLWLDWLQJ PHPEHU LQ LQ WKI
,Q '"HFHPEHU ZH DQQRXQFHG ZH KDG EHHQ SULR U$MW KRG E\DWK R @ @ D\ B GHEPW RDWH3/U RHIG DB D ©REPG WRKHE €I SHRAD © XRJI VX KS-D RBI G DF0 & V

JURZ WKH XVH RI VHFXUH FORXG WHFKQRORJLHV LQ XVH E\ JRYHUQPHQW DJHQFLHV DQG HQK D @®FBIUW KSX UWVDXRRZIR)BING- FHAOZRK_LL E K DWWk
SURWHFW WKW BRYWUOHPHOIWILYH XQFODVVLILHG GDWD LQ FORXG FRPSXWLQJ HQYLURQPHQWYV

'HSDUWPHQW RI +RPHODQG 6HFXULW\ &RQWLQXRXV 'LDJQRVWLFV ORQLWRULQJ

:H DUH UHJLYRMHUHSD BMWPKIQW RI +RPHODQG 6HFXULW\ 3'+6° &RQWLQXRXV 'LDJQRVWLFV ORQLWRULQJ 3&'0" SURJUDP UHFRJQ
FRQIRUPDQFH ZLWK 6HFWLRQ IHGHUDO OLFHQV B XWR WWH PHLGY & WZAHF K@ ISPL® W H TDXH RHESSMBRHGY 3RSIKEADWO M. VRW IR K HU R ‘&' 0H
DQG ,URQ'RPH ,52

*'35 FRPSOLDQW
:H DUH FRPPLWWHG WR GDWD SULYDF\ DQG DUH FRPSOLDQW XQGHU WKH (XURSHDQ 8QLRQ 3(8" *HQHUDO 'DWD 3URWHFWLRQ 5
62 ,(&

.62 LV DQ LQWHUQDWLRQDO VWDQGDUG IRUQQBRUP D WAHRWDMLHIERQM WR @ GEIP RPHQID WHMWWRD W ZH K RDH) DI®GULIRDY Bl G GVIKGH RR)
VHFXWWAHW PDQDJHPHQW KXFSXQVUFDRXUEE \HYMEERBWKQWIDWVREXNQ®\RSHUDWLRQV PDQDJHPHQW DFFHVV FRQWURO LQIRUI
EXVLQHVV FRQWLQXLW\ PDQDJHPHQW DQG FRPSOLDQFH

62& \BH

:H DUH DOMBH62&FHUWLILHG GHPRQVWAFEDW Y@ O MAKH R SROUD WRQ QD@ OV W R YFAOH HOVIE BNQOH. B RUQ W E REILIRAFRIY WALIOH Y B RMXHUIWME W\ SULQFLSO
2XUHFKQRORJ\
&ORXG QDWLYH DUFKLWHFWXUH

2XU SODWIRUP LV GHVLIJQHG WR EH VHFXUH KLJKO\ VFDODEOH UHGXQGDQW UHVLOHBQHRDRGHK LGS HIUH RILERAH & HWE EWH RIQQ B
DQG WKH FRUUHODWLRQ DQG VKDULQJ RI WKRVH LQVLIJKWYV ZLWK WKHLU EURDGHU &ROOHFWLYH '"HIHQVH FRPPXQLWLHV

JOH[LEFKH VIHWIFRXWD OO HQWHUSULVH QHWZRUNV

2XU &ROOHFWLYH '"HIHQVH SODWIRUP HQDEOHV HQWHUSULVHY WR DGG EHKDYLRUDO GHWHFWLRQ DQG &ROOHFWLYH 'HIHQVH WI
SURYLGHUV DQG RQ SUHPLVH SK\VLFDO DQG YLUWXDO QHWZRUNV IURP D VUQB CDH) 6 QUDIE:RRUBED | DXL 1& B D DH FI WAL Q1 BOGRAVQSORD RBAH B
FORXG LQIUDMWWUXFWHQWHUSULVHYV FDQ DSSO\ WKH SRZHLUQ RID VW QXA W X8RO D@ 6 WIKYDH) HH FFRR\CH PARLW K FALKUHDW LQW H O O Il BIMQRH -
WKHLU FRPPXQLW\

$3,V LQWHJUDWLRQV
7KH &ROOHFWLYH '"HIHQVH SODWIRUP DQG $3 ¥ KLQWWHHFGURHIEG QURGERTMDOVHD U R RQ 6 OH B H DKV VIHWG RI[SDQG D



FXVWRPHUVWLQJ VHFXULW\ LQIUDVWUXFWXVHUVKFK PV @®@DIHP HBW 31,760° ,ZRUNIORZ WRROVKHG® BRW KHIP ARG A VE WKWHF K IUQ
ZLWK WKHVH WRROV DOORZLQJ FXVWRPHUV DQG SDUWQHUV WR LQWHJUDWH LWV GHWHFWLRQ LQWR WKHLU VHFXULW\ RSHUDW
&ROOHFWLYH 'HIHQVH SODWIRUP ZH DOICFRRH @KIMHNFXVAMR FBDOXNWRIB B IWKHLIWKHBXULW\ LQYHVWPHQWY )RU H[DPSOH ZH LQWHJU
&URZG6WULNH LQIRUPDWLRQ WR SURYKGHDIR ¥ WQGH\WQD LAQWIHQY WKH WR G'HOHLFEWHY D VHDPOHVYV VHFXULW\ RSHUDWLRQV H[SHULHC

'DWD FHQWHU RSHUDWLRQV

7KH &ROOHFWLYH 'HIHQVH SODWIRUP XWLOL]JHV D FRPELQDWLRQ RI JOREDO DQG FXVWRPHU LQIUDVWUXFWXUH WR GHOLYHU WK
&ROOHFWLYH "HIHQVH FRPPXQLW\$06H & B @/ D FIHRQ\W B WV ROR E ¥ WIRG W B &EKGIDIQD. WH G VO MDWWR I ® &SR RRXMOLQWHUQDWLRQDO EXVL
WKH Xvéi RHVRXUFHV SURYLGHV XV ZLWK D GLVWULEXWHG DQG VFDODEOH DUFKLWHFWXUH RQ D JOREDO VFDOH

2XWHUYLFHV
&\EHU 2SHUDWLRQV &HQWHU 3&\2&"

JURQ'HIHQVH FXVWRPHUV FDQ H[WHQG WKHLU 62& ZLWK RIXQ\GLHGIL BI\G HIH &N D&/ MYHHD P\ EZKULVFHKF K RIR B/ LR/SHUBMBRIUW ZRIWK H[SHULHQ
VRSKLVWLFDWHG WKUHDWYV )URP PRQLWRULQJ WR WKUHDW KXQWLQJ ZH HQKDQFH ,URQ'HIHQVH FDSDELOLWLHV E\ SURYLGLQJ
WLPH IRFXVLQJ RQ VWUDWHJILF WDVNV

2XU F\AEHUVHFXULW\ RSHUDWRUYVY DGG WR WKH SRZHU RI ,URQ'HIHQVH E\ OHYHUDJLQJ EHVW SUDFWLFHV WR GHOLY HItH BV LY\DH) FIBI(
WKH\ SURYLGH FRPSOHWH UHDO WLPH YLVLELOLW\ LQWR WKH QHWZRUN

&\2& VHUYLFHV LQFOXGH WKH IROORZLQJ
+XQW FROODERUDWLRQ

2XU +XHDWP FRPSULVHV KLIJKO\ WHFKQLFDO VHFXULW\ DQDO\VWV ZLWK UHDO ZRUOG RSHUDWLRQDO H[SHULHQFH LQ GHIHQGLQJ k
VLGH E\ VLGH ZLWKFRXVWRRIBHUDWLRQV SHUVRQQHO WR GHWHFW DQG PLWLJDWH WKUHDWY LGHQWLILHG LQ WKH FXVWRPHU QF

7KHIDW QRWLILFDWLRQV

7KH &\2& WHDP FRQWLQXDOO\ PRQLWRUV DQG UHVHDUFKHYH YHRQI\H WX DW R P B 0 L3R WRX@ G . @ VAHKG/ WRP G RWIHWRZRUWWRP WUV RI
QHWZRUN 1RWLILFDWLRQ LV GLVWULEXWHG WR PHPEHUV GHWHUPLQHG E\ WKH FXVWRPHU DQG LQFOXGHV IXO0 HYHQW DQDO\V

5XOH GHSOR\PHQW

7K I8\ 2 &7 K U HQ W H O (DLQIBICRAH/SFROMY R BLHRIW E RQAR Y LRERL@WWHRIDVQ XDXERWS H U DINQERIPAU L DK M/ H S B R G WAEHAONRKULHGD RVU PWRMRWR @M W RQERY ' HIHQ\
WKURXUKHDW ,QWHOOLJHQFH 5XOH XSGDWHYV EDVHG RQ FXU U H QW QJXW K IUHIRW W B QiEDRIF® L ALQRX W HR&D W U RRQ ' B A M HOQUALK KEW \R X I PRI

S5HDFKEDFN VXSSRUW
7KH &\2& WHDFM RHPRWH HYHQW FROODERUDWLRQ LQFLGHQW UHVSRQVH F\EHUVHFXULW\ H[SHUWLVH DQG SODWIRUP VXSSRUW
5HSRUWLQJ

BHULRGLF LQVLIJKW UHSRUWY DUH SURYLGHG WR F¥VQHRW AR VNRTIMBKN HFBNSRW WH/Q SWRFR G B HOCPR 1B G LWWHRGWIKGGFX VW RFPPGDEOH ,R&V C
WR WKH$ 7% '"HWHFWLRQ IUDPHZRUN WR LGHQWLI\ WHKHH VW DHE RQ\G VS D 8 ¥ RHMVYRGXJIG R GHESID RMIKLEHIGR G IXWW RP UH Y ROWD@QFHV RI

&XVWRP KXQW WUDFNLQJ

,QWURGXFWRU\ DQG DGYDQFHG WUDLQLQJ IRU HQG XVHUV RQ DQDO\WLFV DOHUWV HQWLW\ HQULFKPHQW KXQWLQJ DQG QHW
DQG UHYLHZ RI QHZO\ LPSOHPHQWHG SURGXFW IHDWXUHV DUH DOVR DYDLODEOH

'"HWHFWLRQ (QJLQHHULQJ

$ UHSHDWDEOH SURFHVV WR HQDEOH GHWHFWLRQ RI DGYHUVDU\ WDFWLFV WHFKQLTXHV DQUOGHDURBHEKOHVK WABIVP RQG I RUANVI
2SHUDWLRQV WHDP WR FUHDWH UXOHW K3 QNG HLYDIRDX D WNHHMWFKRHBEIMIL @ XQWABDRW Y AFRRUNVISIXWY ZH FDQ HQJLQHHU QHZ GHWHFWLRQV W
REVHUYHG JRLQJ IRUZDUG DFURVV RXU HQWLUH FXVWRPHU EDVH

&XVWRPHU BRPFHVV 7

7KURXJK RXU FRUH SURGXFWV DQG VHUYLFHVLEIHOVWHK N QURR LW R H DK/ BIHDXW GFXQ N\RPIHSH/ fUHG XFH MKMW LPIS Q AWVRR IDF SIRIMUH/GW X D O\
WKH ZD\V ZH GR WKLV LV ZLWL @KU/ B P& LYRDRNGR® MHPMOKMP RRU H[SHUW &XVWRPHU 6XFFHVV FDUH ZH WQWOK\GHDFWHRQ WR) RXXG&E&
&XVWRPHU 6XFFHVV 0DQDJHU IRU WKH OLIH RI WKH VXEVFULSWLRQ

$W WKH RQVHW RI D QHZ GHSOR\PHQW RXU &6 WHDP ZRUNV ZLWK FXVWRPHU VWDNHKROGHUV WR PDS RXW ZKDW VXFFHVV ORRI
SDUWQHUVKLS

*RYHUQDQFH DQG ODWXULW\ 6HUYLFHV

7KHVH VHUYLFHV PHDVXUH DGKHUHQFH WR VSHFLILF UHJXODWRU\ RU FRQW U DF@/IX DAAVETH Y HARHQWAVFDG B ESWWR WIGH PHDV X UDE(
&\EHUVHFXULW\ 5HDGLQHVYV 6HUYLFHV

*LYHQ WKDW WKUHDW DFWRUV FRQWLQXRXVO\ FKDQJH WKHLU WDFW LIDWQ LWHFKRQ VXMHYH $Q & SIURFG GRW KWK HVE BIW H WM IDYQE HAR DW
,QFLGHQW 5HVSRQVH 6HUYLFHV

:H SURYLGH LQFLGHQW UHVSRQVH DQG GLJLWDO IRUHQVLF LQYHVWLJDHRVYSH RO AHM SRZRIVIHEL @Y D Q FLIGARPVE QIHAKIRR WHi DR) G
FRPSDQLHV RI DOO VLIHW & D)@UVQNQHRP RRPSIIQIHD WIRRERDOOHU RU

7UDLQLQJ



/HYHUDJLQJ GHFDGHV RI FAEHUVHFXULW\ H[SHULHQFH RXU UHVXOWYV IRFXVHG W U:DH @IGRISSWU R HDPFVHRO® DGI$ FR L AKR AWHRUE X\WV @ GX (
RSHUDWLRQDO FRQILGHQFH XVLQJ LQGXVWU\ EHVW SUDFWLFHVRIQFHYHYRHMERWEE MRUDOQ QN IQRVW R B K\GH AXHIMVL QRONXKEMOK 3 B QVFPIH W
RSHUDWLRQV H[HFXWLYH HGXFDWLRQ DQG FXVWRP F\EHU WKUHDW VHPLQDUV

6DOHYV DQG ODUNHWLQJ

‘XULQJ WKH VHFRQG KDOI RI ILVFDO \HDU HQGHG -DQXDU\ ZH VLIQLILFD.GHWWOH IRIF & X A B GD RXRD BRMHIDRQ E HIRZFRR QMW VE |
WDHWLQHUWBSXEOLF DQG BQLY]DWH R/G\F WRWKRD PRUH :VHR EHKIOL LY FHD MHH & IBFY W HD G/ PELOLW\ WR FRQYHQH &(2V &, 62VV)ORKG DRAWHKGIRIL
FRPSDQ\ & 2XDYH D VDOHV WHDP SUHVHQFH LQ WKH 8QLWHG 6WDWHV DV ZHOO DV VDOHV OHDGHUVKLS LQ (0($

2XU PDUNMHMWQIQDWURQ HPSOR\V KLJK WHFK PXOWLFKDQQHO GLJLWDO DQG FRQWHQW PDUNHWLQJ IRU OHDG JHQHUDWLRQ SXEOI
SURJUDP KDV UHVXOWHG LQ FRYHUDJH LQ EXVLQHVV SUHVV F\EHUVHFXULW\ WUDGH PHGLD DQG LQGXVWU\ WUDGH PHGLD

2XU HYHQW SURJUDP LV IRFXVHG RQ H[SRVXUH WR DXG L H & FLHM/F RIKDHRU D Wi [DOR RIBEIGQ W W VRRKUL Rb NEHRAVKY EZGLEBVFRXQUHAG LVRMMIIEY Q@G NHHW 1
DOORZ XV WR FDSWXUH OHIDIGOWRXDWHE BRVIVORPHUM WHG WKRXJKW OHDGHUVKLS SURJUDP ZKHUHLQ ZH KRVW PRQWKO\ ZHELQDU
SDUWQHU KRVWHG ZHELQDUV 3®E UNMFXWKGEGHRGISRILMUXQLWLHY H J

:H IRFXV RQ SURYLGLQJ FRPSHOOLQJ FRQWHQW IRU ERWK GHADHDANJ HQQWHHIDOLLIRIQ PH) G UDLZHDIW F\QH-PVAVD B K | HD BVIKQH , 220U [PQRE B K &/ W
RI RWKHU RSHUDWLRQV DQDO\VWYV LQ WKH F\AEHUVHFXULW\ VSDFH 2XU WKUHDW UHVHDUFKHUV SURGXFH LQ G HSW/\ DFND GRULM F
LPSOLFDWLRQV RI WK HDENG BMQKH BXWRBDFAD ZKLFK KDY H HE HEHH@ UL H B W/ XMKH.G/ IKGI @ $I\G IEDX IRXGV BHIMG/LELO LW\ ZLWK WKH VHFXULW\ DQD

2XWBDUWQHUVKLS (FRV\VWHP
2XU SDUWQHU HFRV\VWHFPDRR DM VRVYVRW OBIW KWMHREHHQ FDUHIXOO\ VHOHFWHG WR KHOS XV GHOLYHU WKH SRZHU Rl &ROOHFWL
7THFKQRORJ\ SDUWQHUYV

KHQ XVHG WVRRIHWBHWQHU LQWHJUDWLRQV OHYHUDJH RXU FROOHFWLYH WKUHDW LQWHOOLJHQFH WR UHDFW LQ UHDO WLPH D\
GHYLFHV 2XU LQWHJUDWLRQVIDEHHQHRYV RIQ/HF XWR WQ RAGRKIEMIHIZW YWHK AR DNJ Q@ REDV EXLOW WKURXR K WREORBWQ MHMK K UTHDNU WQWV B IODD) IH
SURFHVVHV ,URQ'HIHQVH FDQ LQWHJUDWH ZLWK D QXPEHU RI VHFXULW\ SURGXFWV LQFOXGLQJ

¥ 6,(0 WRROV WR UHWULHYH ORJV VKDUH GHWHFWLRQV DQG UHWULHYH DQDO\VW IHHGEDFN
¥ 62%$5 WRROV WR VKDUH GHWHFWLRQV UHWULHYH DQDO\VW IHHGEDFN DQG DXJPHQW H[LVWLQJ SOD\ERRNV
t ('5 SODWIRUPV WR LQJHVW HQGSRLQW HYHQW DQG HQWLW\ FRQWH[W DQG LQLWLDWH UHVSRQVH WR PDOLFLRXV DFWL
¥ 1*): SURGXFWV WR G\QDPLFDOO\ EORFN PDOLFLRXV DFWLYLW\ DQG LQJHVW ORJV IRU DQDO\VLV
&XUUHQW DQG SODQQHG$BXWXKQRWWWHHIUDWLRQV DQG
&ORXG
¥ $:6
6,(0
¥ 6SOXQN
¥ ,%0 45DGDU
¥ OLFURYRUM 6HQWLQHO
¥ /IRISK\WKP
62%5
¥ &RUWHJ[ ;62$5 IRUPHUO\ '"HPLVWR
¥ 6SOXQN 3KDQWRP
t 6ZLPODQH
,760
¥ 6HUYLFH1RZ
('5
¥ &URZGG6WULNH
¥ &DUERQ %ODFN
¥ 6HQWLQHO2QH
1*):
¥ 3D@RWR 1HWZRUNV
1 &KHFNSRLQWHERIWRZDRIH. HV
6$&( &$6%
¥ =VFDOHU

5HVIFEUDQG 'HYHORSPHQW



2XU SURGXFW DQG HQJLQHHULQJ WHDPV DUH UHVSRQVLEOH IRU WKH DUFKLWHFWXUH DQG LPSOHPBIQQUDWKRQDRV BNV HORUF®H W
FRQWLQXDOO\ LPSURYH WKH DQDO\WLFV ZKLFK GULYH ,URQ'HIHQVH 2XU &ORXG ,QIUDVWUXFWXUH DQG 6HQVRU WHDPV DUH GH
,URQ'RPH ZKLFK SURYLGHV IXUWKHU QRYHO GHWHFWLRQ DV ZHOO DV SURDFWLYH UHVSRQVH DQG WKUHDW LQWHOOLJHQFH XSG

:H DUH EXLOW XSRQ LQQRYDWLR@QGWQRYF\EHQUN ARRWIWQXRWXFHKEBORYHPHQW LQ GHWHFWLRQ DQG PLWLIJDWLRQ RI WKUHDWYV 2XU
GHVLJQ RI RXU VROXWLRQV DOORZLQJ XV WR [H G RV HQ YWHYWHTHQW DFRQE D/MN\RHIHIDAWH. R Q/@ BIGEMQWHBHGDWD VFLHQFH WR NHHS
JOREDO VHFXULWYXOBQBNEEBHRN IURP RXU FXVWRPHUV DQG FKDQQHO SDUWQHUV DV ZHOO DV VWXGLHV RI PDUNHW QHHGV WR

:H KDYH D UHJXODU ZHHNO\ FDGHQFH WR UHSRUW LQWHUQDOO\ RQ RXU RZQ LQIUDVWUXFWXUH DQG VHFXULW\ RSHUDWLRQV D
HQYLURRPGIQW. RAIDXMH RXU 178 B/ WRD®HEHBUP SHULRGLF WHVWLQJ DQG YXOQHUDELOLW\ VFDQV IRU DOO RXU HQYLURQPHQWYV

&RPSHWLWLRQ

7KH PDUNHW IRU RXU SURGXFWV DQG VHUYLFHV LV LQWHQVHO\ FRRSWRPIHWLY HTIXQ G HFK-DQM ¥ WHQIE | B'G BT @ 0D @IGLICES S HERHERN-AIR
ZLWK D UDQJH RI HVIWDBOMHWAOHE WQBROPHULRQ YHQGRUV &RQGLWLRQV LQ RXU PDUNHW FRXOG FKDQJH UDSLGO\ DQG VLJQLILFL
FRQWLQXLQJ PDUNHW FRQVROLGDWLRQ DQG ZH H[SHFW WKH FRPSHWLWLYH HQYLURQPHQW WR UHPDLQ LQWHQVH

2XU FRPSHWLWRUV LQFOXGH WKH IROORZLQJ E\ JHQHUDO FDWHJRU\
t ILUVW JHQHUDWLRQ 1'5 WH@FGEREW WIXAK \UYRHONBRZROR SIURGXFWY EDVHG RQ %D\HVLDQ DQDO\VLV RXWOLHU DQDO\VLYV

¥ QHWZRUN VHFXULW\ YHQGREGVWRXIFHKWIZ\R &NVFRQFQGZBRBORUH VXSSOHPHQWLQJ WKHLU FRUH QHWZRUN VHFXULW\ DGGLW
WKUHDW LQWHOOLJHQFH DQG VHFXULW\ RSHUDWLRQV VROXWLRQV

t OHJDF\ QHWZRUN LQIUDVWUXFWXUH DQG SHUIRUP DSUAN W R QUHMRZRLONIVF ZRKRDIWH \D 8 BEK DVHFWUDWR S\DHQ 6DVHV WR WKI
i OHJDF\ LQIUDVWUXFWXUH GHWHFWLRQ DQG SURWHFWLRQ SURGXFWYV ,'36 DQG 6DQGER[ IURP FRPSDQLHV VXFK DV
:H FRPSHWH RQ WKH EDVLV RI D QXPEHU RI IDFWRUV LQFOXGLQJ EXW QRW OLPLWHG WR RXU DELOLW\ WR
t GHWHFW DGYDQFHG QHWZRUN WKUHDWYV DQG WR SUHYHQW VHFXULW\ EUHDFKHV
t DQRQ\PRXVO\ FRUUHODWH DQG VKDUH WKUHDWYV LQ UHDO WLPH DFURVV D FRPPXQLW\ Rl SHHU HQWHUSULVHV
t VKDUH KXPDQ LQWHOOLJHQFH DFURVYV D &ROOHFWLYH '"HIHQVH FRPPXQLW\ RQ KRZ SHHU HQWHUSULVHYV KDYH UDWHG
t LQWHJUDWH ZLWK RWKHU SDUWLFLSDQWYV LQ WKH VHFXULW\ HFRV\VWHP
:H DOVR FRPSHWH RQ RXU
E: WLPH WR YDOXH SULFH DQG WRWDO FRVW RI RZQHUVKLS
t EUDQG DZDUHQHVY UHSXWDWLRQ DQG WUXVW LQ RXU VHUYLFHV
t VWUHQJWK RI VDOHV PDUNHWLQJ DQG FKDQQHO SDUWQHU UHODWLRQVKLSV DQG
t FXVWRPHU VXFFHVV F\EHU KXQW DQG F\EHU DGYLVRU\ VHUYLFHV

$OWKRXJIK VRPH RI RXU FRPSHWLWRUV HQMR\ JUHDWHU U H\QRXYHAHRX U KWIKHIR B WY @ JARE WRIAHILR BD ERWR DREW B RIDH) PHD R X UH LQW
ZH FRPSHWH IDYRUDEO\ ZLWK UHVSHFW WR WKHVH IDFWRUV

,QWHO O HRRBMXI 3U

:H EHOLHYH WKDW RXU LQWHOOHFWXDO SURSHUW\WHULHRWR @ WH YGBRXDERW B HBRSRUWRQW WK VRX UNVEXVE B HAKWFUHWVY OLFHQV
FRQILGHQWLDOLW\ SURFHGXUHV QRQ GLVFORVXUH DJUHHPHQWY DQG HPSOR\HH QRQ GLVFORMRXIK 28 G HQY i Q WSIDRIQV DVSR.Q QP K
SURWHFWLRQV ZH EHOLHYH WKDW IDFWRUV VXFK DV WKH VNLOOV DQG LQJHQXLW\ RI JRHUJFHRRSADURL B KW FLQVG WARK R XM Q/FXWF ER @ B QLIQA

$V BBULO ZH KDG ILYH LVVXHG 8 6 SDWHQWYV DQG HLJKW SHQGLQJ DSSOLFDWLRQV LQ WKH 8QLWHG 6WDWHV FRYHULQJ |
LQWHUQDWLRQDO SDWHQW D9 SCGOAFWWRRQ VD ®G ZKLEHK ILOH@D B&7H[SLUHG 2XU LVVXHG SDWHQWYV H[SLUH EHWZHHQ DQG
$V BBULO ZH KDG ILYH UHJLVWHUHG EUDQGV LQ WKH 8QLWHG 6WDWHYV FRPSULVLQJ IRXU VLQJOH FODVV WUDGHPDUN UH

UHJLVWHUHG LQWEHGQDWILRQDDHRZQ SHQGLQJ PXOWL FODVV FRPELQHG WUDGHPDUM \EHHOYIHYHH PVDKIEV B SIS D 1 LADWML IRV BMRIQDY
SURWHFWLRQ IRU: BOIOQ WIHR)GUVWER) BEGBVXH DGGLWLRQDO LQWHOOHFWXDO SURSHUW\ ISIFRWLMAWLRQ WR WKH H[WHQW ZH EHOLHYH

'"HVSLWHRRMWVHWR SURWHFW RXU LQWHOOHFWXDO SURSHUW\ ULJKWV WKH\ PD\ QRW EH UHVSHFWHG LQ WKH IXWXBHQX® FPHDY RH
SDWHQWYV DQG IUHTXHQW FODLPV DQG UHODWHG OLWLJDWLRQ EDVHG RQ DO O:HH EMIOR @Y HR WKDWHRR\P § B WILVQR HF HZQ\W (R W RWW R LG
SURGXFWVY DQG WKDW PD\ LQIULQJH RXU LQWHOOHFWXDO SURSHUW\ ULJKWV 2XU FRPSHWLWRUV RU RWKHU WKLUG SDUWRIPHV P
FRPSDQLHV LQ RXU LQGXVWU\ PD\ KDYH H[WHQVLYH SDWHQW SRUWIROLRV )URP WLPH WR WLPH WKLUG SDUWLHV PD\ LQ WKH I
RXU FXVWRPHUV ZLWK ZKRP RXU DJUHHPHQWY PD\ REOLJDWH XV WR LQGHPQLI\ DIJDLQVW WKHVHQRIOPH B W D& XQF § H RGXFON O R M [
DOWHUQDWH QRQ LQZKLBHKLERXWBFKRARH VLIQLILFDQW WLPH DQG GPHUWL QIXUE WIHX FZHREROFOVG/ RH WRIDEXOH. RVGRV F RIGIW X QXX H XWR VRR
RQ UHDVRQDEOH WHUPV RU DW DOO RU IRUFH XV WR SD\ VXEVWDQWLDO GDPDJHV UR\DOWLHV RU RWKHU IHHV

*RYHUQPHQW 5HJXODWLRQ
2XU EXVLQHVV DFWLYLWLHV DUH VXEMHFW WR YDULRXV IHGHUDO VWDWH ORFDO DQG IRUHLJQ ODZV UXOHV D QG HFHW XOPD WXE

FDSLWDO H[SHQGLWXUHV UHVXOWV RI RSHUDWLRQV DQG FRPSHWLWLYH SRVLWLRQ DV FRPSDUHG WR SULRU SHULRGV 1HYHUW
JOREDO WUDGH FRQVXPHU DQG GDWD



SURWHFWLRQ DQG WD[HV FRXOG KDYH D PDWHULDO LPSDFW RQ RXU EXVLQHVV LQ VXEVHTKR®WWQSHUMR GXV LRB \P\R UHH HQWRUHP B k
FRQWDLQHG LQ BDWRIQMNXMNHPHSRUW RQ )RUP

(PSOR\HHV DQG +XPDQRHINWSLWDO 5HVRXU

2XU HPSOR\HHV ZRUOGZLGH SRZHU RXU LQQRYDWLRQ FRQWULEXWLQJ XQLTXH SHUVSHFWLYHYVH QGHDFRPPZWHRVAGOE R H®VWR & U
ZRUNSODFH WKDW DWWUDFWV KOWRX UKH R Q IRVQH[ AR SW RRHHD G HWIHOHRGWHQW FRPSUHKHQVLYH FRPSHQVDWLRQ DQG EHQHILWY DQ
HPSOR\HHV LQ DOO DVSHFWV RI WKHLU OLYHV VRQWHKHASRIXY & RV R/ KNHLH) &YW ZRDQG HFHRUU\2ZH. QPGB HPHQWHG VLIQLILFDQW FKDQ
KDYLQJ HYROYHG WR D UHPRWH FXOWXUH D SUDFWLFH ZH KDYH UHWDLQHG

$V RI -DQXDU\ ZH KDG IXOO WLPH HPSOR\HHV 21 WKHVH HPSOR\HHV CBUKDY® ORW 308 WHICH QWB ®/ HR IDNQ @ VHR SEWJIBV HD
JRRG

"LYHUVLW\ DQG ,QFOXVLRQ

,QQRYDWLRQ DW RXU FRPSDQ\ FRPHV IURP WKH GLYHUVH SHUVIS WRWILLYHY WRQFRZFHIMVEH HD @ QG FIDPS\WHLYLH @ R H N RO CRAHU ZHKFHESJEHR SHBHR\S @ |
UHFUXLWPHQW SUDFWLFHV WR VRXUFH GLYHUVH FDQGLGDWHV DQG PLWLIJDWH SRWHQWLDO ELDV

&RPSHQVDWLRQ : 8 QHIHWYIDQG

H RHU FRPSHWLWLYH FRPSHQVDWLRQ D Q GREHQDIQ Q/ ZRAGH® WX\ QSR LN RKQWHEEWR\RKVYIVKRUW DQG ORQJ WHUP REMHFWLYHV F
VKRUW WHUP LQFHQWLYHV DQG RS S RiURAXQEMQ HNM WRULQR QX GUHUIPFRPBHIGIK HQNWY.YH KHDOWK DQG ZHOIDUH LQV X DI B HPRPYD GV
LQVXUDQFH 3QVPBWRQFH 3URJUDP WR LQFOXGH FRXQVHOLQJ RSSRUWXQLWLHY OHJDO DGYLFH SDUHQWDO OHDYH GLVFRXQ

(QYRQPHQWRO W RQWU

7KH ODZV Rl VHYHUDO MXULVGLFWLRSRVH\WQ FOXKBILQDEB BQGHRY FL®LODALDELOLW\ RQ DQ\ SHUVRQ RU FRPSDQ\ WKDW FRQWDPLQEL
FRPPXQLW\ RU HQRODRQRIQRY HQYLURQPHQWDO ODZV FDQ L ® YHRG WIF VP FRRQMWWFEBIQR/ QBOGED  IGU HFFSWRLW\R @FRHBRW SO\ ZLWK DOO DSSO
WKH EXVLQHVV RI WKH &RPSDQ\

$QWL GLVFULPRQDWLRQ &RQWU

,Q RUGHU WR SURYLGH HTXDO HPSOR\PHQW DQG DGYDQFHPHQW RSSRUWXQLWLHV WR D:OHD GR @RW. GX.IVG U L PIPGDW HP HQ W FeSHOFR\\PL-
RQ WKH EDVLV RHODREFHR @ ROHRU VH[XDO RUDRMDGM RYD R QR WIHIQ G H DIWIHRYMWEAMI DFELNOH. WHDVRQDEOH DFFRPPRGDWLRQW KRV SRDQEILH
JRYHUQV DOO DVSHFWV Rl HPSOR\PHQW LQFOXGLQJ VHOHFWLRQ MRE DVVLJQPHQW FRPSHQVDWLRQ GLVFLSOLQH WHUPLQDW
DUH HQFRXUDJHG WR EULQJ WKHVH LVVXHV WR WKH DWWHQWLRQPBDRWHHW APQ HIEILYW H R & 5 H U ® V/VIRQ GR B QNRIHR-ERRHTE QUIREE B R
XQODZIXO GLVFULPLQDWLRQ ZLOO EH VXEMHFW WR GLVFLSOLQDU\ DFWLRQ XS WR DQG LQFOXGLQJ WHUPLQDWLRQ RI HPSOR\P}

$YDLODEOH ,QIRUPDWLRQ

2XU ,QWHUQHW DEBQRWWLRRPZ2XU LQYHVWRU UHO DLW RRMH WHERMK\WIEK BV SFRADWRG PRWRW W SUXDUWWHUO\ 5HSRUWYV RQ )RUP 4
6WDWHPHQWYV DQG DQ\ DPHQGPHQWY WR WKHVH UHSRUWYV D U DI¥ DA IBD ZGIHI MOKH RKHP RLW K QY IV \& F5U BHHFOMM! W @1 V' HD HMESYLL(WORYD T
6(& DUH DOVR DYDLY ZEHE M LR\H VOIRH B YOW ZZ7Z

:H DQQRXQFH PDWHULDO LQIRUPDWLRQ WR WKH SXEOLF WKURXJK D YDULHWURQ@HNQNR A EP®X G LRUHIV D IUHIVHDIMHK WSKNE 6 (& ERX
ZZZLURQQHW FRP DQG WKH LQYHVWRU UHODRQG@BW VRPW L RQDRIGR YL Z® BAVR WHK HAM WKW Q QHOV ZH ZLOO FRQWLQXH MW K\KH MV KR
FKDQQHOV WR FRPPXQLFDWH ZLWK LQYHVWRU\E DRGX\WWN X0V A IDEHEXM FREKHE RRPISDEPOUDWH U YHVWRUV WKH PHGLD DQG RWK
LQIRUPDWLRQ ZH PDNH SXEOLF LQ WKHVH ORFDWLRQV DV VXFK LQFRUBBRWDR/@® FRX6 G EMHQGE HHRH 8 UPR \E HRR)D W B B OX G LLARJI ARUKRID MR
FRQGXFW DQG HWKLFV DQG FRPPLWWHH FKDUWHUV LV DOVR DYDLODEOH RQ LQYHVWRU UHODWLRQV VHFWLRQ RI RXU ZHEVLW

7KH FRQWHQW RQ RU DFFHVVLEOH WKURXJK RXU ZBRQXDWVS5BISRWRWQ QREPSRUBWH®@ PQURIWKHQRHEQWW RWKIGRFXPHQW ZH IL
LQWHQGHG WR EH LOQDFWLYH WH[WXDO UHIHUHQFHV RQO\
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5,6. B&R56
,QYHVWLQJ LQ RXU FRPPRQ WW RRANRIXYNRRMBISOMOKE RIQ \GIHIWU WKH ULVNYV DQG XQFHUWDLQWLHY GHVFULEHG EHORZ WRJHWKHU Z
RWKHU LQIRUPDWLR@GRQW BHGREW R Y KRVYP . LQFOXG LIQO CRXK G LGGRVOH V. [DES & IPKIQEHIANSIIQHE) RQ )RUP . DQG LQ WK HVERFY

DQ¥QDO\VLYV RI )LQDQFLDO &RQGLWLRQHD®EFEBY RO WAR RIQYSH/WD WQ RQW FRIPFIFRRIQ VWRFN 1 DQHRW RV R RHIE QR D RN 15 ¥ RIS/ R MY
ILQDQFLDO FRQGLWLRQ MRXD W WXGIHQI M A IFDCRXU FRPPRQ VWRFN FRXOG GHFOLQH DQG \RX FRXOG O R WHQRGW WRKH SOQU R QH
$GGLWLRQDO ULVNV D B @HQFGIUMDR DV WHY GUREW BM O D WYZHHWR EW LPPDWHULDO PD\ DOVR DGYHUVHO\ DIITHFW RXU EXVLQHVV

5LVNV 5HODWANGYWRHZNUDQG ,QGXVWU\
:H KDYH D KLVWRU\ Rl ORVVHV DQG PD\ QRW EH DEOH WR DFKLHYH RU VXVWDLQ SURILWDELOLW\ LQ WKH IXWXUH

H KDYH LQFXUUHG QHW ORVVHV L H)OHIH HIQREGG \QLHMF HIDROWRHMIRHG W LRQPLOOLRQ IRU ILVFDO \HD®V RIDRGXMVYFDO \HDUH KD@
GHILFLW RI  : HFFLDOQOQMRW SUHGLFW ZKHQ RU ZKHWKHU ZH :ZH @QOOHY B O \URH B R R \R UQIXBIL @ W DLIQF W R/ILLVQD ELLFODLQMAF \R SRHXULD WH QX CHY &/ HRI'
WRWDO UHYHQXH :GR AN QQRRW LIDPWHD HRX WKDW ZH ZLOO DFKLHYH LQFUHDVHYV LQ RB D @\RRV B DS H FIW HQR H. QRAUX U P\SILURQYLH IPFHIRQWAY . @ (¢
H[SHQVHV DV D SXEOLB@®SHULDWUAIWRRYFQYHDVH RXU UHYHQXH DV ZH LQYHVW LQ RXU EXVLQHVV RU WR PDQDJH RXU FRVWV FF

7KHUH LV VXEVWDQWLDO GRXEW DERXW RXU DELOLW\ WR FRQWL QXIH D\D W RRLIA 6 R Y ¥ - QMG KRG EM BAR IR Q WK D G 8 PWR R QD/OR F
ZKLFK FDSLWDO PD\ QRW EH DYDLODEOH RQ WHUPV DFFHSWDEOH WR XV RU DW DOO DQG ZKLFK FRXOG UHGXFH RXU DELOLW\ \

2XU KLVWRU\ Rl ORVVHV DQG QHJDWLYH FDVK IORZV UDLVH VXEVWDQWLDO GRXEW UHJDUGLQJ RXU DELOLW\ WR FRQWLQXH DV |
ZH PD\ KDYH WR OLTXLGDWH RXU DVVHWYV DQG PD\ UHFHLYH OHVV WKDQ WKH YDOXH DW ZKLFK WKRVH DVVHWYV DUH MDKHJBHG FH
ZH PD\ EH XQDEOH WR FRQWLQXH DV D JRLQJ FRQFHUQ PD\ LPSHGH RXU DELOLW\ WR SXUVXH VW UBVRKXIL F RRES B D X RD & IR-EVO RIUD
UHPDLQV VXEVWDQWLDO GRXEW DERXW RXU DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ LQYHVWRUV RU RWKHU ILQDQFLQJ V
QRW EH DEOH WR DFFHVV D SRUWLRQ RI RXU H[LVWLQJ FDVK FDVK HTXLYDOHQWY DQG LQYHVWPHQWY GXH WR PDUNHW FRQGL\
UHFHLYHU IOELK\LBRQN 369%  ,| RWKHU EDQNV DQG ILQDQFLDO LQVWLWXWLRQV HQWHU UHEHEWH QV KK HR B DESHNALRIHVA QW R © YOHT
WR DFFHVV RXU H[LVWLQJ FDVK FDVK HTXLYDOHQWYV DQG LQY HVAMFAW @Y R R D\ EBH MIKHMD B/QIG! HIGENQEHFEROX 6 B QEL YWLRR TR-IFW H H LID®G
DFFHVV RXU H[LVWLQJ FDVK FDVK HTXLYDOHQW\P D\V@ GR L QAYHHLY FMLR-DQWAHY R K B XROSGH URDWAFLER BV WPRD IGHH OXOWWKHU UHGXFWLRQV LQ RXU Z
%DQNUXSWF\ SURWHFWLR® | X\KGH&IQ& MIHONVEMIDW HRWU % DQNUXSWF\ &RGH

,Q WKH DEVHQFH RI DGGLWPRP@DO HRXUFHWQRILOLS B WEHMVWKDW RXU H[LVWLQJ FDVK DQG FDVK HTKEYBDQ@W QWR PLHHGV DROVWIL R B §I\D W
PHDQLQJIXO SHULRG RI WLPH IROORZLQJ WKH ILOLQJ RI WKLV UHSRUW

:H ZLOO OLNHO\ QHHG WR HQJDJH LQ HTXLW\ RU GHEW ILQDQFLQJV WR VHFXUH DGGLWLRQDO IXQGV ,I ZH UDLVH DGGLWLRQDO
VLIQLILFDQW QXPEHU RI VKDUHV RI FRPPRQ VWRFN DQG WKH PDUNHW SULFH RI WKH FRPPRQ VWRFN FRXOG GHFOLQH 2XU FXU
KROGHUV RI GHEW ZRXOG KDYH SULRULW\ RYHU WKH KROGHUV RI FRPPRQ VWRFN DQG ZH PD\ EH UHTXLUHG WR DFFHSW WHUPV
EH LQ WKH LQWHUHVWV RI WKH GHEW KROGHUV ,Q DGGLWLRQ DGYHUVH PDFURHFRQRPLF GHYHORSPHQWYV LQFOXGLQJ ZLWKR?>
DELOLW\ WR DFFHAVRY XW¥KHFDERWIHD ®RXOG KDUP RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

,Q WKH HYHDORRM. MKW W G/XLWLRQDO IXQGY DUH QRW REWDLQHG WKURXJK VDOHV RI VHFXULWLHV IXQGLQJ IDFLOLWLHV ERUURZL!
UHGXFWLRQ RU FXUWDLOPHQW RI RXU SURMHFWY RU IXUWKHU UHGXFWLRQRUHRRMWAH IRR QIRANL RIBAMIHNQ DVXG KO G BIGQ WIVRIQMWD L IRK@
WR FRQWLQXH DV D JRLQJ FRQFHUQ DQG WKHUH LV LQFUHDVHG ULVN RI LQVROYHQBV RQGVKSE @B WWHRWHDH @ R VAH R4 DLYQHY D RW/ PRI QW
FRQGXFWHG D YDOXDWLRQ RI RXU SURSHUWLHV WR GHWHUPLQH ZKHWKHU RXU GHEWV H[FHHG WKH IDLU YDOXH RI RXU SURSHU
VHFXULWLHV PD\ ORVH WKH HQWLUH YDOXH RI WKHLU LQYHVWPHQW

7KHUH FDQ EH QR DVVXUDQFHV WKDW ZH ZLIQBLHQ W EPRWERWDRVHRDGGYWUREDE RIHSUAVD RUL@WXDOO ,I ZH DUHUDFEQBR®HDW R XDV
DFFHSWDEOH WR XV ZH PD\ KDYH WR VLJQLILFDQWO\ UHGXFH H[SHQ\8XW VXHODQDL NV HXLY L B/R W@ RW IRIXQOR FDA/S QO MW D BHRDFVH WK
VWRFNKROGHUV ILOH IRU EDQNUXSWF\ RU VHHN RWKHU SURWHFWLRQ IURP FUHGLWRUV RU OLTXLGDWH DOO RI RXU DVVHWV

7KHUH FDQ EH QR DVVXUDQFH WKDW ZH ZLOO FRQVXPPDWH WKH SURSRVHG DFTXLVLWLRQ WUDQVDFWLRQ ZLWK & RU WKDW WK
WKH RXWFRPH RI WKH SURSRVHG WUDQVDFWLRQ PD\ DGYHUVHO\ LPSDFW RXU EXVLQHVV DQG UHVXOWV RI RSHUDWLRQV

,Q '"HFHPEHU ZH DQQRXQFHG WKDW ZH KDG EHJXQ QHJRWLDWLQJ ZLWK & D SRWHQWLDO WUDQVDFW L R QUBE\QAKILHWLER RDFRAKXLEX
QHIJRWLDWH GHILQLWLYH DJUHHPHAHDQW ZEWKROQN WREHWHIER BIHKBQRBDRYRVYB@FH RI WKH WHUPV WLPLQJ RU VWUXFWXUH RI DQ\ WU
WUDQVDFWLRQ LV VXEMHF¥W K B URFHNWY DRI QU K @ EHEIVQN IDF WM IBY PERVHGY ROYH VLIQLILFDQW UHVRXUFHVUDQG FIRWMWRQ R D BBXWH. R

¥ GLVUXSWLRQ RI RXU EXVLQHVV

GLLFXOW\ LQ PDLQWDLQLQJ RU QHIJRWLDWLQJ DQG FRQVXPPDWLQJ QHZ EXVLQHVV RU VWUDWHJILF UHODWLRQVKLSV RU
GLYHUVLRQ RI WKH DWWHQWLRQ RI PDQDJHPHQW

LQFUHDVHG VWRFN SULFH YRODWLOLW\

LQFUHDVHG FRVWY DQG DGYLVRU\ IHHV DQG

HOH H H

FKDOOHQJHV LQ KLULQJ DQG UHWDLQLQJ NH\ HPSOR\HHV




,] ZH DUH XQDEOH WR PLWLJDWH WKHVH RU RWKHU SRWHQWLDO ULVRYDQNOBW HRBQW RWV R B\ XGLAHIXE VL R WU EXX Y IREWER R MR B KEDMWE
DQG UHVXOWV RI RSHUDWLRQV LQ IXWXUH SHULRGV

2XU DELOLW\ WR FRPEOIQWEBFWKIR GURISRYXHERDUG Rl GLUHFWRUV GHFLGHV WR SXUVXH LW ZLOO GHSHQG RQ QXPHURXV IDFWRL
DYDLODELOLW\ RI ILQDQFLQJ WR & DQG RWKHU SRWHQWLDO EXIBQVIRFQVERBPIHUFRE S O H W FIGH SMWKIHELO-H AV ) UBPH/ Q(RY DY \LK BADKQIRE @ /RIS
YDOXH 2XU ERDUG RI GLUHFWRUV PD\ DOVR GHWHUPLQH WKDW QW WU R Q WDFMU\R Q LIQV ZIKIDVD KL FAM E/RQW @ W HIUDR FRRWHKIREL VSARRAFHNG\R DI
SXUVXH DQ\ SRWHQWLDO WUDQVDFWLRQ PD\ KDYH RQ RXU VWRFN SULFH EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV R

:H PXVW UHJDLQ FRPSRUDN GMHRENWKFKBDDIH UHTXLUHPHQWY IRU WKH FRQWLQXHG OLVWLQJ RI RXU FRPPRQ VWRFN

2Q 2FWREHU ZH UHFHLYHG WKH ,QLWLDO 1RWLFH IURP WKH 1<6( LQGLFDWLQJ WKDW ZH DUH QR ORQJHU LQ FRPSOLDQFFk
EHFDXVH WKH DYHUDJH FORVLQJ SULFH RI RXU FRPPRQ VWRFN ZDV OHVV WKDQ SHU VKDUH RYHU D SHULRG RI FRQVHFXW
ORQJHU LQ FRPSOLDQFH ZLWK WKH 1<6( FRQWLQXHG OLVWLQJ VWDQGDUGY VHW IRUWK LQ 6HFWLRQ ( RI WKH 1<6( /LVWHG

2Q -DQXDU\ Z A KULHH LR WG PMKIWRP WKH 1<6( LQGLFDWLQJ WKDW ZH DUH QR ORQJHU LQ FRPSOLDQFH ZLWK WKH 1<6( |
0DQXDO EHFDXVH RXU DYHUDJH JOREDO PDUNHW FDSLWDOL]DWLRQ RYHU D FRQVHFXWLYH W UDGLTXL WD Z B M ULHR\GV 20 K D@QH V V AL

7KH 1RWLFHV KDYH QR LPPHGLDWH LPSDFW RQ WKH OLVWLQJ RI RXU FRPPRQ VWRFN DQG RXU FRPPRQ VWRFN ZLOO FRQWLQXH
VXEMHFW WR RXU FRQWLQXHG FRPSOLDQFH ZLWK WKH SODX@®WQG W WH H¢ 60 LG/ DU PLLIYTHM. WHDMQ WH KRD YK H HLKDBL(Q M B ZFHR/MSIO LD Q F
GHVLJQDWLRQ RI %& WR LQGLFDWH WKDW WKH VWDWXV Rl RXU FRPPRQ VWRFN LV EHORZ FRPSOLDQFH ZLWK WKH 1<6( FRQW

7KH 1RWLFHV DQG FRPSOLDQRRW IRXK WKWLRGNY BBHUDWDRQV RU RXU UHSRUWLQJ REOLJDWLRQV ZLWK WKH 6HFXULWLHV DQG |
PDWHULDO GHEW RU RWKHU DJUHHPHQWYV )DLOXUH WR PDLQWDLQ RXU 1<6( OLVWLQJ FRXOG QHJDWLYHO\ LPSDFW XV DQG RXU
OLTXLGLW\ DQG WUDGLQJ RI RXU FRPPRQ VWRFN OLPLWHG DYDLODEKBY W \GRIIYSIOIRS-P fl ®RW DRDL RDQON FD @ B TXH G K FEHBRQ@ HDV INQI® ®IC
UXOHV DQG PD\ OLPLW RXU DELOLW\ WR UDLVH FDSLWDO E\ LVVXLQJ DGGLWLRQDO VKDUHV LQ WKH IXWXUH 'HOLVWLQJ PD\ DG"
EXVLQHVV ZLWK XV ,Q DGGLWLRQ WKH SHUFHLYHG GHFUHDVH GINBPWXHHRIHN F SIOR HHIH R X ¥ DWI Q.1 5 H Q WRIUYAHD Q E B UGG PN WHGWER Q

,Q WKH HYHQW ZH SXUVXH EDQNUXSWF\ SURWHFWLRQ ZH ZLOO EH VXEMHFW WR WKH ULVNV DQG XQFHUWDLQWLHYV DVVRFLDWH

,Q WKH HYHQW ZH ILOH IRU UHOLHI XQGHU WKH 8QLWHG 6WDWHV %DQNUXSWF\ &RGH RXU RSHUDWLRQV RXU DELOLW\ WR GHYF
DVVRFLDWHG ZLWK EDQNUXSWF\ SURFHHGLQJV LQFOXGLQJ DPRQJ RWHHWYD W KR QD B K VK\L YWKR FHRIWVW X WRH EFDRQQN U M B VD). GS B R GLMMLBIR
ILQDQFLQJ WR DIHORIZRRVE W@NHXISW F\ DQG H[HF X Whi RKH BXQGE @HYVDEQO QWS RW RV APPSO\ ZLWK WHUPV DQG FRQGLWLRQV RI WKDW
DELOLW\ WR PDLQWDLQ RXU UHODWLRQVKLSV ZLWK RXU FXVWRPHUV EXVLQHVV SDUWQHUV FRXQWHUSDUWLHYV HPSOR\HHV DQ
DFFHSWDEOH WHUPV DQG FRQGLWLRQV RXU DELOLW\ WR DWWUDFW PRWLYDWH DQG UHWDLQ NH\ HPSOR\HHV WKH DELOLW\ RI
ILUVW VHHNLQJ %DQNUXSWF\ &RXUW DSSURYDO WKH DELOLW\ Rl WKLUGSIRFWHIEBY QUR [RUG W KK WRWLROR DINES &MLV BRIV HRH &R
LQWHUHVWYV LQ RXU EDQNUXSWF\ SURFHHGLQJV WKDW P D$ @EHGLHIFIR VLY \R M Q VE ZQ WEXSXWF R S H R DMH RIQDIY I @ G OOV QHRHIDIY O E &
IJURP EDQNUXSWF\ SURFHHGLQJV DQG PD\ LQFUHDVH RXU FRVWVY DVVRFLDWHG ZL\W®&WRK H HE Z & X 0% SOHHN G WRKFH 8 U LR IDH\SURW L@
RXWVLGH WKH RUGLQDU\ FRXUVH RI EXVLQHVV GXULQJ WKH FRXUVH RI DQ\ EDQNUXSWF\ SURFHHGLQJV ZKLFK PD\ OLPLW RXU L
XQFHUWDLQWLHY DVVRFLDWHG ZLWK DQ\ EDQNUXSWF\ SURFHHGLQJV ZH FDQQRW DFFXUDWHO\ S¥HGHFMD @ LE fl X®R) WX.D\UW R M/ KX IV
SURWHFWLRQHEHWRP®@®%BENUXSWF\ SURWHFWLRQ DV D JRLQJ FRQFHUQ RU WKDW KROGHUV RI RXU FRPPRQ VWRFN ZLOO UHFHLYI

,Q WKH HYHQW ZH DUH XQDEOH WR SXUVXH %D QWIHX 8 Q/IFW I3 G REWHDFANHL\VR 2 DXQUIGUHRBEEY KD ERFBEY VRUO O\ HPHUJH IURP VXFK SURFHHGLQ.
SURWHFWLRQ XQGHU &KDSWHU Rl WKH 8QLWHG 6WDWHV %DQNUXSWF\ &RGH IRU DOO RU D SDUW RI RXU EXVLQHVVHV

,Q WKH HYHQW ZH DUH XQDEOH WR SXUV XHR% WEMUSKGW\FHN G & RAVD MW L FERXQNDCHERY & K BHR BWHRIAK W OR KHBHBFHHGLQJV LW PD\ EH QHFH\
SURWHFWLRQ XQGHU &KDSWHU RI WKH 8QLWHG 6WDWHV %DQNUXSWF\ &RGH IRU DOO RU D SDUW RI RXU EXVLQHVVHV ,Q VXFK
SULRULWLHV HVWDEOLVKHG E\ WKH EMHONHEG H WEWWVO% DXQINGDVEMWFQ ERGHU &KDSWHU ZRXOG UHVXOW LQ VLIQLILFDQWO\ VPDO(

SULPDULO\ EHFDXVH RI WKH OLNHOLKRRG WKDW WKH DVVHWV ZRXOG KDYH WR EH VROG RU RWKHUZLVH GLVSRVHG RI LQ D GL

:H KDYH D FRQVLGHUDEOH DPRXQW RI GHEW ZKLFK PD\ OLPLW RXU DELOLW\ WR IXOILOO RXU REOLJDWLRQV DQG RU WR REWDL

$V RI WKH GDWH RI WKLV UHSRUW ZH KDYH PLOOLRQ RI LQGHEWHGQHVV RXWVWDQGLQJ 2XU FDSLWDO VWUXFWXUH DQG U}
+ 7KH WHUPV RI RXU LQGHEWHGQHVV UHVWULFW RXU DELOLW\ WR LQFXU DGGLWLRQDO LQGHEWHGQHVV LQ FHUWDLQ LC
1 I IXWXUH FDVK IIOFRRENQ WU H ®DXIQRW EH DEOH WR PDNH SULQFLSDO RU LQWHUHVW SD\PHQWV RQ RXU GHEW REOLJDW
XQGHU RQH RU PRUH RI WKRVH GHEW LQVWUXPHQWV
1 2XU OHYHUDJH OHYHO FIRRXIMGN PIRMWHX VWWRRWBIWAIMI\ RXU REOLJDWLRQV WR RXU OHQGHUV UHVXOWLQJ LQ SRVVLEOH GH
t 2XU OHYHUDJH OHYHO FRXOG SODFH XV DW D FRPSHWLWLYH GLVDGYDQWDJH FRPSDUHG WR DQ\ FRPSHWLWRUV WKDW
ZLWKVWDQG HFRQRPLF GRZQWXUQV
t 2XU LQGHEWHGQHV VHIEDW RW KIH G E@HQD @ XU IOH[LELOLW\ WR UHDFW WR FKDQUHRW RXVLIQQD\MBIEED REB Y B V VDIV

CRPRROUERL RAVIE
DGGLWLRQDO ILQDQFLQJV PD\ EH KLIJKHU WKDQ RXU FXUUHQWO\ RXWVWDQGLQJ GHEWHIFQW WX X FEKYW@ HRAY KILLEBQFWEO
RSHUDWLRQV DQG FDVK IORZV

¥ ODUNHW FRQGLWERQRXRRBPEHUV WR FDSLWDO PDUNHWYV UHVWULFW RXU DELOLW\ WR VHFXUH ILQDQFLQJ WR PDHNFHWSE
EXVLQHVV ILQDQFLDO FRQGLWLRQ FDVK IORZV DQG UHVXOWV RI RSHUDWLRQV




] WKH BURDRWHDEWLRQ LV QRW FRQVXPPDWHR BQW EBVXRIQRIW JHE@@HUD VW WQDEOH WR UHSD\ RXU VHFXUHG FRQYHUWLEOH SUR

.| WKH 3UBBRVBEWLRQ LV QRW FRQVXPPDWHG ZH ZLOO QHHG WR UHSD\ RXU VHFXUHG FRQYHUWLEOH SURPLVVRU\ QRWHV LQ I>
FDSLWDO UHVRXRIAHMWDWR UGEDON RXU FRQYHUWLEOH SURPLVVRU\ QRWHV ZKHQ WKH\ PDWXUH ZH PD\ KDYH WR XQGHUWDNH DO’
VHHNLQJ WR UDLVH BGC®IWIRWQ EG PESHVWEDR UHILQDQFH RXU GHEW RU DQ\ UHILQDQFLQJ RI RXU GHEW FRXOG EH DW KLJKHU LQ'
EXVLQHVYV RSHUDWLRQV 2XU DELOLW\ WR LPSOHPHQW VXFFHVVIXOO\ DQ\ VXFK DOWHUQDWLYH ILQDQFLQJ SODQV ZLOO GHSHQ(
PDUNHWYV JHQMWXNGIOWR UHSD\ RU UHILQDQFH RXU VHFXUHG FRQYHUWLEOH SURPLVVRU\ QRWHYV DW RU SULRU WR PDWXULW\ ZR>X

2XU UHFHQW LQLWLDWLYHV WR UH EDODQFH RXU FRVW VWUXFWXUH LQFOXGLQJ VLJQLILFDQW ZRUNIRUFH UHGXFWLRQV PD\ QF
RXU EXVLQHVV

%HWZHHQ 6HSWHPEHU DQG 1RYHPEHU ZH UHBX® R'GI RX U UKHELGRRHMOML @I D SABRAR DL RW H O\ RI RXU ZRUNIRU FHK HDWH SUDHIGAK
IRUFH DUH H[SHFWHG WR UHVXOW LQ DSSUR[LPDWHO\ . PO LRQ FRIUDQQE D\U L R{® 6 R\ HVDMQ D\R WQF W R WHDV @ R ERQMHP SO D W
H[DPSOH WKH UHGXFWLRQV LQ IRUFH PD\ KDYH D IXWXUH LPSDFW RQ RWKHU DUHDVKRH R®Q XD.MIE HGLARWW DDRGLRED DKV HRY QAL P
DVVXPSWLRQV DQG DIFW XMIWHHNBDOWIR WDV RO L]H LQ IXO0 RU LQ SDUW WKH DQWLFLSDWHG EHQ HIEWOWLGE VONOQQIY RWRPQWMKS
XQDEOH WR UHDOL]H W KIH. FHI$ ® F MHVG DRISGH B R WWRVIDYQ GV I[URP WKH DQQRXQFHG UHGXFWLRQV LQ | RMFWH B X UQRSE G DWILRQ WZHV R D'
DGGLWLRQDO ZRUNIRUFH UHGXFWLRQV RU UHVWUXFWXULQJ DFWLYLWLHV LQ WKH IXWXUH )XUWKHUPRUH RXU LQLWLDWLYHV W
UHGXFWLRQV FRXOG \LHOG XQDQWLFLSDWHG FRQ W HBTGXH QMR VMOERKO BN BIVIMIBQLERW U RED E MR G® \S R BIQOINVELRY B 1D Q G U H GMHFFHAGH B PEB\O
UHGXFWLRQV LQ IRUFH VHHN DOWHUQDWLYH HPSOR\PHQW WKLV FRXOG UHVXOW LQ X\2 ¥ R UQJ RARHWWHDG XWFRAIL R B Y SIRRIVD G VD (X,
TXDOLILHG SHUVRQQHO ZKR HQWHIBUQ WA DDRWRNVRXID EWVRQ HMWDLQ TXDOLILHG SHUVRQQHO FRXOG SUHYHQWINFW URPU VEORFIHYNV

2XU OLPLWHG RSHUDWLIQF X0WWRR \HF DIOXYD WW BXU FXUUHQW EXVLQHVYVY DQG RXU IXWXUH SURVSHFWV DQG PD\ LQFUHDVH WKH L

:H ZHUH IRXQGHG LQ DQG ZH ODXQFKHG RXU ILUVW F\EHUVHFXULW\ QHWZRUN GHWHFWLRQ DQG UHVSRQVH SURGXFW ,URQ'
GLLFXOW WR HYDOXDWH RXU FXUUHQW EXVLQHVV RXU IXWXUH SURVSHFWV: BQX® RA KB B RXQMMHIN GL QFQX & HQZ MNOU FEREDEE

JUHTXHQWO\ H[SHULHQFHG E\ UDSLGO\ JURZLQJ FRPSDQLHV LQ HYROYLQJ LQGXVWULHY LQFOXGLQJ RXU DELOLW\ WR DFKLHYH
DGGLWLRQDO FXVWRPHUV JUHRRZWIIEHDEQ 6 IDWXG SNOWRRMSE@AHE 6 LDQFH SURJUDPY DQG PDQDJH LQFUHDVLQJ H[SHQVHV DV ZH FRQ\
XQFHUWDLQUWAXOMDGE BGXEBHVXMKQBYY DQG UHVXOWV RI RBH KDWHRI\P ZWEIG KHVDRIPIHD O X UGKGIFL D O 6D Wb DU Bl @ & ORS HU@WSHU HE L
IXWXUH UHYHQXH DQG H[SHQVHV PD\ QRW EH DV DFFXUDWH DV WKH\ ZRXOG EH LI ZH KDG D ORQJHU RSHUDWLQJ KLVWRU\ RU R¢

:HDNHQHG JOREDO HFRQRPLF FRQGIEXNVRQW\PD D RBUPHR X W CRIVRSIHLUDWLRQV

2XU RYHUDOO SHUIRUPDQFH GHSHQGV LQ SDUW RQ ZRUOGZLGH HFRQRPLF FRQGLWLRQV *OREDO ILQDQFLDO GH Y HO R SPHQRADW P
LQFOXGLQJ GXH WR GLVUXSWLRQ VDREWU QIHWWUR FAR KRIQBMEY WRKIBYWHIDE € R \E B GTRWKHU NH\ LHPMHLEQ DNRIPR WY D DHHW R QURIPR.HH \E \K [DYGHO E 8 Bi |
VHUYLFHV UHVWULFW HGHBXHF 6 BWF RSRSRIUNDRACHY &/E BWWADIEQ GIUWGLW HTXLW\ DQG IRUHLJQ H[FKDQJH PDUNHWYV GLVUXSWLRQV LQ
RXWEUHDNV RI &29," DQG WKH UHVXOWLQJ LPSDFW RQ EXVLQHVV FRQWLQXLW\ DQG WUDYHO L@KOXG\L @ ZILQVICDIRH\XEHUVEIMER QAR VW
H[DPSOH LQIODWLRQ UDWHYV SDUWLFXODUO\ LQ WKH 8QLWHG 6WDWHV KDYH LQFUHDVHG UHFHQWO\ WR OHYHOV QRW VHHQ LQ
LQFOXGLQJ RXU ODERU FRVWVY UHGXFHG OLTXLGLW\ DQG OLPLWYV RQ RXU DELOLW\ WR DFFHVV FUHGLW RU RWKHUZLVH UDLVH
ZKLFK FRXSOHG ZLWK UHGXFHG JRYHUQPHQW VSHQGLQUIHF@GRYRXODWKBUWQEQ HDYDQ F LR @ R B NFH WEYGH-IM WRIDDFEDIA K ) G IR B U J KW/ QD
H[SHULHQFHG YRODWLOLW\ IROORZLQJ WKH LQYDVLRQ RI 8NUDLQH E\ 5XVVLD LQ J)HEUXDU\ ,Q UHVSRQVH WR WKH LQYDVLRC(
5XVVLDQ EDQNV DQG FHUWDLQ 5XVVLDQ LQGLYLGXDOV DQG PD\ LPSOHP H/W DX3G1L WER QR P LV DMEFE/ VRE Y DROU LW B & AW XRJIVWKKIH \BIXQ@F
SXQLWLYH PHDVXUHV WKDW PD\ EH LPSOHPHQWHG DV ZHOO DV WKH FRXQWHU PHDVXUHV LPSRVHG E\ 5XVVLD LQ DGGLWLRQ V
UHJLRQ UHPDLQV XQEFRMK KM RR@HYHW DQG UHODWHG VDQFWLRQV KDYH UHVXOWHG DQG FRX-UGAL \W RIDDIEDRHE MOR_ SUBHOW XFKW) LIETR K
(XURSH DQG DQ@BIO/OLQWURGXFHG VLJIQLILFDQW WIQH HUGAMBMIYRIHYQKL R FERED OF ADEMGWIQ XH WR GHYHORS DQG SRWHQWLDOO\ V
FXVWRPHUV PD\ EH QHJDWLYHO\ LPSDFWHG ZKLFK LQ WXHRW DX EDKWIHSWKRE WHRQGIO D\ (SXW A KIS Q (RIBHIHMOBAYRIEIGES UR XYV RXVL
RSHUDWLRQV PD\IHEFWHGY BUWH®\ PQJRLQJ FRQIOLFW EHWZHHQ 8NUDLQH DQG 5XVVLD SDUWLFXODUO\ WR WKH H[WHQWHLKD M WFD,
DQG SRWHQWLDO QHZ FXVWRPHUV WKURXJKRXW (XURSH ,| HFRQRPLF FRQGLWLRQV LQ (XURSH PQQ \RAMXK/MLR R HU ¥ PN HOM\D DR (R &
VSHQGLQJ

,Q DGGLWLRQ SULRU WR O0DUFK ZH KID/GRD W B @ NALADR VX ®I DRV LAY R QS ODIWFK 69 % ZH KHOG DSSUR[LPDWHO\ PLOOLRQ L
UHSUHVHQWHG DSSUR[LPDWHO\ RlI RXU WRWDO FDVK FDVK HTXLYDOHQWYV DQG LQYHVWPHQWY DV RI WKDW GDWH 69% ZDV F
)''& DV UHFRHLWBUFK TUMIOWY BUE HUDO 5HVHUYH DQG )',& DQQRXQFHG WKDW 69% GHSRVLWRUV ZRXOG KDYH DFFHVV WR DOO

PLOOLRQ LQ FDVK FDVK HTXLYDOHQWYV DXQ® H @QHHKDWPH QR W KIHOEUDMQRHGVEQRORVEBM LQ VXFK DFFRXQWYV WKH UHFHQW ID
WKH )',& Rl WKH UHVROXWLRQ RI 69% LQ D PDG@QQHWHWIQDWKIKXGQREHRW RF WHI®D QI BHISRVVRRK\RI RXU GHSRML DV RAMR W WERW XRO@H.
FUHGLW DUUDQJHPHQWY LQ DPRXQWY DGHTXDWH WR ILQDQFH RU FDSLWDOL]JH RXU FXUUHQMWFDQXGVS WKMHIEW B Q AXDWX U ) VAW IVW @ W
DUUDQJHPHQWUY WKHWHEWDQFLDO VHUYLFHV LIQEXN WORVWRRIUN FIRRORCPG L Q RIGIXQGIH DPRQJ RWKHUV HYHQWYV VXFK DV OLTXLGLW\ FRQ
ILQDQFLDO FUHGLW RU OLTXLGLW\ DJUHHPHQWYVY RU DUUDQJHPHQWYV GLVUXSWLRQV RU LQVWDELOLW\ LQ WKH ILQDQFLDO VHU"
VHUYLFHV7KGGEKVWWBWRUY FRXOG LQYROYH ILQDQFLDO LQVWLWXWLRQV RU ILQDQFLDO VHUYLFHV LQGXVWU\ FRPSDQLHV ZLWK Z
ILQDQFLDO VHUYLFHV LQGXVWU\ JHQHUDOO\

7KH IDFWRUV GLVFXVVHG DERYH KDYH DQG FEDMKPRAQIRHIDXIH W B 0\Q WOHKXHDWF B R U HFEN WIR® SHPP QG IRU RXU SODWIRUP DQG VHUYLF
OLPLW RU GHOD\ H[SHQGLWXUHV DQG SUHVHUYH FDSLWDO DQG OLTXLGLW)\ DAKW KHR B R/® LR RRX JOURHEDHIQ FIR/ QIRP G FS RRVH®IMMILRRD ¥ |
IRU RXU SODWIRUP DQ® QG EXIVAW VM QHSIHIREO P D,QDD & B HQYWRDS R LFB VMO XHYV DUH GHSHQGHQW R QGWHHQQ XPFERHQR R L K \GHRIZWY W X B &
UHGXFWLRQV LQ VSHQGLQJ RQ FAEHUVHFXULW\ DV ZHOO DV SUHVVXUH IRU H{WHQGHG ELOOLQJ WP R RW BIH B R QY I JE\RFEABKEMIAR
UDWH RI F\AEHUVHFXULW\ VSHHFMQ RPQG FRXOG DGYHUVHO\ DI




FXVWRBBUNIW\ RU ZLOOLQJQHVV WR VXEVFULEH WSXBRKDWHQY LEGHNL\VAHROQN\ SIHRE\KFHHFW K M HY B XONR/RRUKH @K D W LURTDWRHIVW R B IOU RY XZE0MFF
UHVXOWYV

,l RUJDQL]DWLRQV GR QRW DGRSW FORXG HQDEOHG DQG RU 6DD6 GHOLYHUHG F\EHUVHFXULW\ VROXWLRQV WKDW PD\ EH EDVH
DIHFWHG

2XU IXWXUH VXFFHVV GHSHQGYV RQ WKH JURZWK LQ WKH PDUNHW |RKHFRRK G HGDED M B OXNA RQ V6 IVR6 POBDE HHMEG. f5GEAHRINVEMD IS WG
LV IGEXOW WR SUHGLFW RXU SRWHQWLDO JURZWK FXVWRPHU DGRSWLRQ DQG UHWHQWLRQ UDWHQA HPS\DWRRRQ G® FRXQUGPIRWN RIXL
IDFWRUV LQFOXGLQJ WKH FRVW SHUIRUPDQFH DQG SHUFHLYHG YDOXH DVVRFLDWHG ZLWK RXU VROXWLRQV DQG WKRVH RI RXL
ODFN RI FXYWRPHU DFFHSWDQFH WHFKQRORJLFDO FKDOOHQJHV FRPSHWLQJ SURGXFWV SULYDF\ RU RWKHU OLDE LIGIEW\ FEERW) Et
UHVXOWYV RI RSHUDWLRQV DQG ILQDQFLDO UHVXOWV UHVXOWLQJ IURP VXFK WKLQJV DV HDUO\ WHUPLQDWLRQV UHGXFHG FXV\
DEURDG LQFOXGLQJ FRQGLWLRQV UHVXOWLQJ IURP ILQDQFLDO DQG FUHGLW PDUNHW IOXFWXDWLRQV DQG LQIODWLRQ FRXQG
QHJDWUMAW\VDKH UDWH Rl JURZ\GR RRRXNQRA/ZAHWKHU WKH WUHQG LQ DGRSWLRQ Rl FORXG HQDEOHG DQG RU 6DD6 GHOLYHUH
JXUWKHUPRUH LI ZH RU RWKHU 6DD6 VHFXULW\ SURYLGHUV H[SHULHQFH VHFXRUWR W R UGHRED HO RV W KRHU POIMFOR VK U s RD 6 X/ RV
VROXWLRQV FRXQBFEBHHQHJDWLYHO\ DI

,Q DGGLWLRQ WR UHOLDQFH RQ D FORXG HQDEOHGI HQIA RW %W D6 LGH ®LYRYHG PRGHWH RXW LMIEGUPHEXUSSWRDIFK WR FROOHFWLY
ZLWK XV 6RPH RI WKDW UDZ FXVWRPHU LQIRUPDWLRQ PD\ FRQWDLQ SHUVRQDO RU FRQILGHQWLDO LQIRUPDWLRQ RU GDWD SH
GHOLYHU WKUHDW NQRZOHGJH DQG QHWZRUN LQWHOOLJHQFH DW PDFKLQH VSHHG DFURVV D ZLGH YDULHW\ RI LQGXVWULHV %
FXVWRPHU LQIRUPDWLRQ PD\ YLRODWH RU EH SHUFHLYHG DV SRWHQWLDOO\ Y$\R ®DWHMXIO\E UV RP FI\ FOXOZVHRW RUR S UG VS H DWHRPS
SURGXFWV RU VKDUH DQ\ FXVWRPHU LQIRUPDWLRQHBEWNKRMDEM RIQEPKHEIVYD QAHG RR KM G GR K DRV @WHUBEWH@KMHV RU LQDGHTXDWH LQI
HIHFWLYH ,Q DGGLWLRQ XQFHUWDLQWLHV DERXW WKH UHJXODWRU\ HQYLURQPHQW FRQFHUQLQJ SHUVRQDO LQIRUPDWLRQ DQ¢

+LVWRULBDROWADWLRQ VKDULQJ UHODWHG WR F\EHUVHFXULW\ KDV EHHQ D YHBX@WO\WRDEF S G WHMEQMR Q@ HSSU/D FWR F HD WR PIRDJGIMH\F T
F\EHU LQIRUPDWLRQ ZLWK RWKHU HQWLWLHVS$GWH KR XWH WIR E K g W R/KHIUDIGY R Q WDWH R R IZ R0 QIRWIR. DRV M K D Q H GF RIQW B VR MVKHW LRIU i
RXU VROXWLRQV ZLWK WKH JRDO RI UHPRYLQJ DQ\ VHQVLWLYH RERHW ZRQ I/OL QORRIPBIWL RRIQJ HW V SWHKUIFHFEGY LRLQWK PZDK R-P[ IWRKD VK R )
FRXQWULHV RI WKH FRPSDQLHV ZLWK ZK L FAKR @/KHIUIQV FRU A} WMAR QQIHRWY SRMH @ 'W L PXOU MVHWR PHUV PD\ H[LVW UHODW H G H/QRI WK FDE
UHMHFWLRQ RI LQIRUPDWLRQ VKDULQJ RU VSHFLILF PDUNHW VNHSWLFLVP Rl RXU DSSURDFK WR FROOHFWLYH GHIHQVH ZKLFK

,Q DGGLWLRQ WR WKH SRWHQWLDO FRQFHUQV UHODWHG WR VKDULQJ VHQVLWLYH LQIRUPDWLRQ LQ D VIVWHP FRQVLVWLQJ RI F
LQ WKH FROOHFWLYH GHIHQVH HFRV\VWHP )URP D FRPPHUFLDO SHUVSHFWLYH EFRPH® QICHSH UFAA S WQR@Y WKIZWL @ IKRH B R WH. B QPHK
DFWLRQ DJDLQVW WKH FRPSDQLHV RU WR RWKHUZLVH XWLGIXFHKLSH UG HB Wh R WK IFR X0 G @ HDSR FRIPPXAK- EREG SO HW LW R O/IRD WISV
WKHLU UHODWLRQ VKB BPZIOMRNH Q PMERWNWEWWFXVWRPHUV PD\ EH XQDEOH WR SURSHRB O \VKWDRIFH X V H X DKL Q DRAUP R V18 IQRVR 1D W[ N\ \F
FRXOG OHDG WR UHGXFHG VDOHV RU FRQWULEXWH WR D ODFN Rl FXVWRPHU DFFHSWDQFH ,Q DGGLWLRQ WKH PHUH LQYROYHP

,] ZH DUH XQDEOH WR DWWUDFW QHZ FXVWRPHUV RXU IXWXUH UHVXOWV RI RSHUDWLRQV FRXOG EH KDUPHG

7R H[SDQG RXU FXVWRPHU EDVH ZH ZLOO QHHG WR FRQYLQFH SRWHQWLDO FXVWRPHUV WR DOORFDWWHYDKERHWLRG & ILYKROY HX
FXVWRPHUV DERXW WKH XVHV DQG EHQHILWV RI RXU SODWIRUP DQG VROXWLRQV (QWHUSULVHV DQG JRYHUQPHQWY WKDW XVH
HQGSRLQW WHFKQRORJLHV PD\ EH KHVLWDQW WR SXUFKDVH RXU SODWIRURHF\A ¥R OXWRRIGEH LV XER/MM DEH/DLLHY &\ WWKKCHWV O R BIDIF\Q\
D OHYHO RI F\EHUVHFXAUQW \WRKPMHMW WKHLU QHHGV

:H PD\ KDYARX®W\ FRQYLQFLQJ SURVSHFWLYH FXVWRPHUV RI WKH YDOXH RI DGRSWLQJ RXU VROXWLRQV (YHQ LI ZH DUH VXFFH)
F\EHUDWWDFNV WKH\ PD\ QRW GHFLGH WR SXUFKDVH RXU SODWIRUP DQG VROXWLRQV IRU D YDULHW\ RI UHDVRQV VRPH RI ZKI
DQG SURVSHFWLYH FXVWRPHUV WRFKXKWOWKRQY RSHQDBQQJV WX VWFOEE&WY PD\ IDOO GLVSURSRUWLRQDWHO\ R FO®RW GHE/D \DH)GS
VSHQGLQJ RQ VHRBHUDW LR@E FD\ UHVXOW LQ GHIHFMD RN G UHVYNXQWHN RQ ® DHENDIGEH@IL B ID B/KGIQ DO L®HQFRIQFGILMMERQDWWDFENV ZHLU
JRYHUQPHQWY SHUFHLYH WKDW WKH JHQHUDO OHYHO RU UHODWLYH ULVN RI F\AEHUDWWDFNV KDV GHFOLQHG RXUW B BDQILWMWR
QRW FRQWLQXH WR DGRSW RXU SODWIRUP DQG VROXWLRQV RXU VDOHV ZLOO QRW JURZ DV TXLFNO\ DV DQWLFLSDWHG RU DW

, I RXU FXVWRPHUV GR QRW UHQHZ WKHLU VXEVFULSWLRQV IRU RXU SURGXFWV RXU IXWXUH UHVXOWV RI RSHUDWLRQV FRXOG

,Q RUGHU IRU XV WR PDLQWDLQ RU LPSURYH RXU UHVXOWV RI RSHUDWLRQV LW LV LPSRUWDQW WKDW RXU FXVWRPHUV UHQHZ
UHODWLRQVKLSV ZLWK RXU H[LVWLQJ FXVWRPHUV E\ VHOOLQJ DGGLWLRQDO VXEVFULSWLRQV 2XU FXVWRPHUV KDYH QR REOLJ
DQG LQ WKH QRUPDO FRXUVH RI EXVLQHVV V,RP B GRGOWWRRH LRX K DFXH/ W8 A R WW @ M\RWH VIRZUIRQHZKRUWHU FRQWUDFW VXEVFULSWLF
PD\ GHFOLQH RU IOXFWXDWH DV D UHVXOW RI| UDQWIPHEBBWIURQ FALRKVR X Q MO-DUXILEG H R X BRAOHURFVHUNGDWHG WR RXU FXUUHQW ILQ
QHWZRUNLQJ LVVXHYV DQG UHVSHQBRRQ\®MYRDW EXBTKRNUWLRQV LQYROYLQJ RXU FXVWRPHUV LQGXVWU\ GHYHORSPHQWYV FRF
VXEMHFW WR EXGJHWDU\ FAFOHV DQG IXQGLQJ DXWKRUL]JDWLRQV DQG IXQGLQJ UHGXFWLR®&D YR HIEB DLW ¢ BOGUWHNKDWD OQRG MAXIE
ZKLFK KDV GHOD\HG RXU DELOLW\ WR JURZ RXU DQQXDO UHFXUULQJ UHYHQXH DQG WKHUHIRUH UHG XHFRGW\W WHQXBI VQBE\HII RZ CRXG
UHODWLRQVKLSYV ZLWK RXU H[LVWLQJ FXVWRPHUV DUH QRW VXFFHVVIXO RXHWUEXVLQHVV UHVXOWV RI RSHUDWLRQV DQG ILQD(

$V D ILUVW PRYHU LQ FROOHFWLYH GHiIHQV HDIRH W.KR LARPPRQWFQDDHERMAWR O\ Di) PQ\H X]QDEQ@EHOMEWHIIXDUG RXU FOLHQWVY

:H DUH WKH ILUVW PDMRU H®R DRHHQIGDW R HQGRRHI&VRWR WDNH IXOO DGYDQWDJH RI WKH FROOHFWLYH GHIHQMWH &R QMBS WX WWRE
LQIRUPDWLRQ LV QRW VKDUHG ZLW K RMAK HLLD /MWW QB D Q Q (R WKBIWH\E UMW DRXY@GMWIWRQV ZLWKLQ RXU VROXWLRQ ZLWK WKH JRDO
FRXOG EH DFFHVVHG E\ WKLUG SDUWLHV LQFOXGLQJ FRPSHWIHFRULY HRO \RXQ RO P HHWW K HWKKUIRKH & G O W/IDO K U HD R I DR X H VSKUDRAF RR GAKAIHF
H[WHQW ZH DUHH@ RWYBBDQ H @/MRQNP L]H D Q G GIWRIV HFHN PRX LE H XAXE RIBIFRW WR OLDELOLW\




FRXOG DGWHUW HRXWDEXVLQHVY UHVXOWYV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ ,Q DGGLWLRQ JLYHQ WKH QRYHOW\ RI |
XQDZDUH

&RPSHWLWLRQ IURP H[LVWLQJ RU QHZ FRPSDQLHV FRXOG FDXVH XV WR H[SHULHQFH GRZQZDUG SUHVVXUH RQ SULFHV IHZHU F:
PDUNHW VKDUH

7KH PDUNHW IRU FAEHUVHFXULW\ VROXWLRQV LV LQWHQVHO\ FRPSHWLFMXWWR PBILJIB HQXVHE PBIQG/ ¥ KDQ G KWW UL NMVEDEAGIDIUSANG ERB (
LOQWURGXFWLRQV RI QHZ RU LPSURYHG: HURGKFWVWW RF RRRMEDQX H/ MR U MH WKWHOQWH FRPSHWLWLRQ IURP RXU FXUUHQW FRPSHWI
UHDFW WR WKHVH FKDOOHQJHV RXU FRPSHWLWLYH SRVLWLRQ FRXOG ZHDNHQ DQG ZH FRXOG H[SHULHRFW BXGHERVDGHMY UHYQ
UHVXOWV RI7TRBHIED\WLRQWHF WRPEBWHLBIO GHSHQG XSRQ QXPHURXV IDFWRUV PDQ\ Rl ZKLFK DUH EH\RQG RXU FRQWURO LQFOX

¥ SURGXFW FDSDELOLWLHV LQFOXBL®XS W RW PDWHF HLD QG XGHQUDEXD MAUYLFHY DQG IHDWXUHYV SDUWLFXODUO\ LQ WKF

¥ RXU DERQGWWKH DELOLW\ RI RXU FRPSHWLWRUV WR LPSURYH H[LVWLQJ SURGXFWV VHUYLFHV DQG IHDWXUHV RU WR

¥ RXU DELOLW\ WR DWWUDFW UHWDLQ DQG PRWLYDWH WDOHQWHG HPSOR\HHV

¥ RXU DELOLW\ WR HVWDEOLVK FDSLWDOL]H RQ PDLQWDLQ DQG JURZ UHODWLRQVKLSVY ZLWK GLVWULEXWLRQ DQG WH

¥ WKH VWUHQJWK RI RXURWDWWYVDIRQEE PDUNHWLQJ HI

¥ DFTXLVLWLRQV RU FRQVROLGKOW KRRD ¥ UMK X@ \R XD LRRGHXH WRUIMNPLGDEOH FRPSHWLWRUV

¥ 2XU FRPSHWLWRUV LQFOXGH WKH IROORZLQJ FRPSDQLHV E\ JHQHUDO FDWHJRU\

¥ ILUVW JHQHUDWLRQ 1'5 WHEFGEREW WX AK\DYRHONBRZROR SIURGXFWY EDVHG RQ %D\HVLDQ DQDO\WLV RXWOLHU DQDO\VLYV

¥ QHWZRUN VHFXULW\ YHQGREOVWRXIFHKWZX\R &NV FRQFQGZBRBOIRUH VXSSOHPHQWLQJ WKHLU FRUH QHWZRUN VHFXULW\ DGGLW
DQG VHFXULW\ RSHUDWLRQV VROXWLRQV

¥ OHJDF\ QHWZRUN LQIUDVWUXFWXUH DQG SHUIRUP DSUAH W R QUHMRZRIUNVF ZKKDMUHW S BEKR DVHFWUDWR X\DHQEDVHYV WR WKFH

¥ OHJDF\ LQIUDVWUXFWXUH GHWHFWLRQ DQG SURWHFWLRQ SURGXFWYV ,'36 DQG 6DQGER[ IURP FRPSDQLHV VXFK DV &L

0DQ\ RI WKHVH FRPSHWLWRUYV KDYH JUHDWHU ILQDQFLDO WHFKQLFDO PDUNHWLQJ VDOHV DQBURBIXWHHU RIHRMRXAI R RN \PUDH KEDWH
GHYRWH JUHDWHU UHVRXUFHV WR WKH GHYHORSPHQW SUIRRR®RRQU BQGFY DO WAR B BHRHY GRID Y XWWBUIHMDENHH B DUH VORXG MHVHIRAD URV H L
WKH SURYLVLRQ RI FXVWRPHU VXSSRUW DQG WKH SXUVXLW RI DFTXLVLWLRQV BRHUWARSHIN LKADRYUHV RKADKYHHU VIX \DWQ B QDVQ. DW B F EQ IRF
RIHULQJV DV ZHOO DV URXWHV WR PDUNHW ZKLFK PD\ DOORZ WKHP WR OHYHUDJH WKHLU UHODWLRQVKLSV EDVHG RQ RWKHU S
SXUFKDVLQJ RXU SURGXFWYV

&RQGLWLRQV LQ RXU PDUNHW FRXOG FKDQJH UDSLGO\ DQG VLJQLILFDQWO\ DV D UHVXOW Rl WHFKQRORJLFDO DGYDQFHPHQWYV
KDYH PDGH RU FRXOG PDNH DFTXLVLWLRQV RI EXVLQHVVHV RU HWVPREOH VAL BR ROV F\R P8 H W IH\VD DYWHL R Q G KE B K SWHRLEHABQRUI GBI DVGRECRXY
QHZ WHFKQRORJLHV D®&E8WXKY¥RRPHW LQHHEVSUHVVXUHV LQ WHKHAWILDYHIHW R\UURXYX OML Q Q@ USHJ WFRH RRHPPGXIFVHL R Q V L QH/Z H Q) RWBIHUH/G  (QHH(
PDUNHW VKD P Q\XRRWPSHW LWRUV WKDW VSHFLDOL]H LQ SURYLGLQJ SURWHFWLRQ IURBHIDHGV VFXDUWNX\SHR QX FWHFE XWR. WK W KUDHJL
WR FRQYDQEHDRMMLRQV WKDW WKHVH PRUH OLPLWHG SURGXFWV PHHW WKHLU QHHGYV

(YHQ LI WKHUH LV VLJQLILFDQW GHPDQG IRU FORXG EDVHG VHFXULW\ VROXWLRQV OLNH RXUV RU LI RXU FRPSHWLWRUV LQFOXC
DFFHSWHG DV QHFHVVDID@FRBSRERWYW M RIULQ \RDU F K L\MHBW@XW H QAU RDV KQX WIGH IPDUNHW SHQHWUDWLRQ RIIRXW G ED W VRKIHPU N\XH
RSHUDWLRQV SHBRNQWHDQG VPRUKM OLPLWHG WKDQ WKL ]|RQYEW QR QCDO LMO HFIWR WIR HEFBFWSRW P XRK OLPLWHG IXQFWLRQDOLW\ LQ OLH:
FRPSHWH VXRPHVNEXMIQHVYV ILQDQFLDO FRQGLWLRQ DQIGHEWMEOWY RI RSHUDWLRQV ZRXOG EH DGYHUVHO\ DI

&RPSHWLWLYH SULFLQJ SUHVVXUH PD\ UHBWFRIXUURW\D Q BRDIONYVHNVFOGWEYHUVHO\ DI

, /] ZH DUH XQDEOH WR PDLQWDLQ RXU SULFLQJ GXHIMWRWRPSHEW LWHGHH B G HIVY/X IRFKKW RU RWK S URID MWWR EXVR@HVAD WHVKHFMAMKE! RS
VXEVFULSWLRQ SULFHV IRU RXU SODWIRUP VROXWLRQV DQG SURIHVVLRQDO VHUYLFHV PD\ GHFOLQH IRU D YDULHW\ RI UHDVR
SURPRWLRQDOHIWRBIEDRYV RU RXU FRPSHWLWRUV &RPSHWLWLRQ FRQWLQXHV WR LQFUHDVH LQ WKH PDUNHW JWHU FR @ B/WWLLQN RKIIN
GLYHUVH SURGXFMUDQUGV VRDUIYUWHE XFIH WKH SULFH RI SURGXFWV RU VXEVFULSWLRQV WKDW FRPSHVRK WX LWHRK &b YN UDU HP DM KEX Q GHO[H
KDUGHU IRU QHZHU FRPISPWLUNOOVERRASHWHNR HI

,I RXU VROXWLRQV IDLO RU DUH SHUFHLYHG WR IDLO WR GHWHFW RU SUHYHQW LQFLGHQWY RU KDYH RU DUH SHUFHL YHRENWRX K [
EXVLQHVY DQG UHVXOWV RI RSHUDWLRQV

5HDO RU SHUFHLYHG GHIHFWV HUURUV RU YXOQHUDELOLWLHV LQ RXU SODWIRUP DQG VROXWLRQV WKH IDLOXUH RI RXU SODW
RU LQDFWLRQV E\ HPSOR\HHV RU FRQWUDFWRUV WKDW FUHDWH YXOQHUDELOLWLHV LQ RXU SODWIRUP RU VROXWLRQV I HREW WRKKH
EXVLQHVV ILQDQFLDO SRVLWLRQ DQG UHVXOWV RI RSHUDWLRQV %HFDXVH RXU FORXG HQDEOHG VHFXWIABQYRIWDR YR UN \RRP'
GHWHFW DOO F\EHUDWWDFNV HVSHFLDOO\ LQ OLJKW RI WKH UDSLGO\ FKDQJLQJ VHFXULW\ WKUHDW ODQGVFDSH WKDW RXU VR
PLVFRQILJXUDWLRQV RI RXU VROXWLRQV RXU VROXWLRQV FRXOG EHFRPH YXOQHUDEOH WR VHFXULW\ LQFLGHQWYV ERWK IURP
DGGLWLRQ EHFDXVH WKH WHFKQLTXHV XVHG E\ FRPSXWHU KDFNHUV WR DFFHVV RU VDERW DJHW HWZHRUH ¥ VF B DQLNAN | WH DXV @ VB
RXU FORXG HQDEOHG VHFXULW\ SODWIRUP LV XQDEOH W RI HSFHWWHG W) RRW HS[ DR B 10 ®I W PHQW/IDD. @ IMRPLS X\W AW R D RMH URX P IVIR P H WK DIIRIU D
JHQHUDOO\ GHILQHG DV VRYHUHLJQ WHUULWRULHYV ZLWK LQGLYLGXDOV ZKREWHKWDH CRRPPRG L @BWLRQC/ WBW HV ZGWR VK LY
QHWZRUN QRUPV PD\ HPSOR\ SDUWLFXODUO\ VRSKLVWLFDWHG DQG H[SHULHQFHG DFWRUV ZKR IRFXV RQ EHLDQKLYHDYVQRWH § WF K
DWWDFNHUV WR GHYHORS H[SDQVLYH DWWDFN SOD\ERRNV DQG DFFHVRW R R K WO/Q DG/ WEFRI B/DEKEEROIRW L RVG \ IVFDLVD i VIDDWWHD BUNKHHUL




VXFFHVVIXOO\ DWWDFN XV RU RXU FXVWRPHUV $#XG&EFW LFARXICEYD W) R ILLF PQW 0D GMHIA RRQ G LFDSKW D WARIQUDWWDFN RU WKW HRWWWK
VROXWLRQV

ORUHRYWURXU FORXG HQDEOHG VHFXULW\ SODWIRUP LV DGRSWHG E\ DQ LQFUHDVLQJ QRREHMWRIRQY VEHKSE QIGV B @ YCDQU- B YHEEG B B
ZD\V WR GHIHDW RXU VHFXULW\ SODWIRUP ,I WKLV KDSSHQV R XU WHGNEP U WW GFWXEWF D QESWHRXQO BEX Y MARPHW . @ RYXXADG H H DVES HOALLWIL
SODWIRUP DQG FRHPW RBY HIUHSKAUDDNLRQ DV D SURYLGHU RI VHFXULW\ VROXWLRQV %HFDXVH ZH KRVW FXVWRPHU GDWD RQ RX
SRWHQWLDOO\ FRQILGHQWLDO LQIRUPDWLRQ D VHFXULW\ FRPSURPLVH RU DQ DFFLGHQWDO RU LQWHQWLRQDO PLVFRQILJXUD)
FXVWRPHUVLI)PUWKKWBURILOH VHFXULW\ EUHDFK RFFXUV ZLWK UHVSHFW WR DQRWKHU QH[W JHQHUDWLRQ RU FORXG H@XEB6ERB)>
HQDEOHG VHFXULW\ VROXWLRQV LQ SDUWLFXODU

2UDQL]DWLRQV DUH LQFUHDVLQJO\ VXEMHFW WR D ZLGH YDULHW\ RI DWWDFNV RQ WKHLU QHWZRUNV V\VWHPV DQG HQGSRLQW
QHWZRUN RU RWKHUZLVH SHUBKHUHD AMROQD GD EVWHZ KW XW WIL@RBRVMGHIQMUH RXU VROXWLRQV GHWHFW DWWD FNWX IDRID EQXW CD FIDRWHR XV
WR HUURQHRXVO\ EHOLHYH WHMBWL RN U5HDOX RAUL BRI ZHHIUYHH Q RWH FXHUW WR LENVH B RKIOVG FFIDR X H BEXVWREWURO® RU GDPDJH WR WKHLU QH
QHJIJDWLYH SXEOLFLW\ WR XV GDPDJH WR RXU UHSXWDWLRQHMBW RRWHKHYHQVWBEBUUHNRXOW VRRIVRISHIOHVL QMG PD\ DGYHUVHO\

$V D F\EHUVHFXWHVP BURN LIGWDUJHW RI F\AEHUDWWDFNV ,I RXU LQWHUQDO QHWZRUNV V\VWHPV RU GDWD DUH RU DUH SHUFHL
QHIDWUKMADHBGI

$V D SURYLGHU RI VHFXULW\ VROXWLRQ@WWRDIC ES CEOVG! PFW R DV B R WY B WL DIFFNDOIOQ WHDQGHG WR FLUFXPYHQW RXU VHF XHQ @&/$ FEIDSW ¥
RU VIVWHPV , @ HSPLXWIHFXBIKDYH EHHQ LQY R QI\DHG |IHEG W KEHH UG B QMLQ DRDMWR.@GQ @DWURQ VW D WRIUBVRWR\UWR ZKIL ¥ DAL E B W\HKGH P E B M HFGMW
RXU VIVWHPV RU O H:YHH DD HHDRYXR D/FFHHS WLEOH WR LQDGYHUWHQW FRPSURPLVHV RI RXU VIVWHBW DRORH GDWD D\ WOXGELRU RAKRI
XV RU RXU FXIVWIRRHUUVEVXOWY LQ DQ LQWHUUXSWLRQIRFWHRQ IRPH FRRSHOUED WR RIQ D WIHISQUWIDAD IQRAQ Q H.IDDAQLFYLHD BIHU Y@ X R WHIY V \DXQUGH \
RXURUWY WR PDQDJH MIKMWL U VN ZSOFOWEHFWLQJ XV IURP VXFK DWWDFNV

W LV YLUWXDOO\ LPSRVVLEOH WR HQWLUHO\ HOLPLQDWH WKH ULVN RIHMFKQRERRSW R R HILY QIDEOW MM HFBGMRRIQ G DWQE/NZHIF W F\M R FDU Z
QHWZRUNV V\WWHPV DQG HQGSRLQWV DQG WHFKQLTXHV XVHG WR VDERWDJH RU WR REWDLQ XQDXWK R U)X W KHUFRHR/WHW R FGBHO/R2
PDOLFLRXV DFWLYLW\ FRXOSY FRBEY RO UW HZ HW\D V EHWHPYEOH WR DQWLFLSDWH WKHVH WHFKQLTXHV RU LPSOHPHQW DGHTXDWH F
FXVWRPHU GDWD LQWHOOHFWXDO SURSHUW\ LQFOXGLQJ DFFHVV WR RXU VRXUFH FRG Hi FALG HQHRAYPRWR RIQ) \DERXWL ROV Q R U DEH
RI RXU FX\QWRWZHRUMIV | DQ\ RI WK HWIKHIYX FRW 8 & KGDH DRI RKFIUXUHODWLRQVKLSV Z L WHE W XRIQFRX W R EH O I/ WD\ QUERF B W VG [BIEDAY HED (i (3 I Y
ZH DQWLFLSDWH ZH ZLOO FRQWLQXH WR H[SH R WLWARL SLLFHDYGHAD W PARFKFAU Y. VD\QBU DV R KV FIMQYGL R WDKHH IVHF X ULW\ LQFLGHQWYV LPSDF
VHFXULW\ VHUYLFHV WR RXU FXVWRPHUYV 1B ®WLFQUXRXOU RILQ BHHWRHLY WGV WHFPW RW \GIQFDGHQ &DMWD RI LWV FXVWRPHUV ZRXOG EH H

,Q DGGLWLRQ ZKLOH ZH PDLQWDLQ DQG ZH ZLOO FRQWLQXH WR PDLQWDLQ LQVXUDQFH SROLFLHV WKDW PD\ FRYHU FHUWDLQ
OLDELOLWLHY DFWXDOO\ LQFXUUHG WKDW LQVXUDQFH ZLOO FRQWLQXH WR EH DYDLODEOH WR XV RQ7KRIPY K EFH 1 0I0X\0 UB\DWHRIQVD
ODW FODLPV WKDW H[FHHG DYDLODEOH LQVXUDQFH FRYHUDJH RU WKH RFFXUUHQFH R IR K®DHGXMVWLE Q& VRW B R E @ VSRIDLGHR H W HITXR
HIHFW RQ RXU EXVLQHVV LQFOXGLQJ RXU ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWLRQV DQG UHSXWDWLRQ

:H UHO\ RQ WKLUG SDUW\ GDWD FHQWHUV DQG RXU RZQ FRORFDWLRQ GDWD FHQWHUV WR KRVW DQG RSHUDWHWRRXNUSDBEMARWP !
SHUIRUPDQFH DQG UHOLDELOLW\ RI RXU SODWIRWUWP ZKLFK FRXOG FDXVH RXU EXVLQHVV WR VXI

2XU FXVWRPHUV GHSHQG RQ WKH FRQWHQRRMM D WIDL\ DRV LIRIK\URS (RXW I RO WIRG® RV HUYHV RXU FXV3VR PHQV SWILE@D DLPU[ IR U VRKILU B
FHQWHUV KRVWHG LQ FRORFDAHLRD\ IBHF MOBEMHAW SMRRQVHUXHRAW GLVUXSWLRQV DV ZHOO DV IDLOXUHV WR: SIURD\L B[S 1B GIHTX DRV HQW
DQG RXWDJHV LQ VHUYLFH DQG DYDLODELOLW\ IURP WLPH WR WLPH GXH WR D YDULHW\ RI IDFWRUV LQFOXGQQR LRXYVDRWHNFW
WKH VDPH ULVN IDFWRUV DV VRPH RI WKHP KRVW RXU VROXWLRQV LQ WKHLU RZQ GDWD FHQWHUV

7KH IROORZLQJ IDFWRUV PDQ\ RI ZK LI & UWHKEHBRHDEORBENCTIRAW SRO | FDRDDIFH RI RXU SODWIRUP
¥ WKH GHYHORSPHQW DQG PDLQWHQDQFH RI WKH LQIUDVWUXFWXUH RI WKH LQWHUQHW
¥ WKH SHUIRUPDQFH DQG DYDLODELOLW\ RI WKLUG SDUW\ SURYLGHUV RIDFRDR X6 AOQU UW V WRUX BW R Y HGV QU YULHF® VDZELOMK L\Y Wi

GHFLVLRQV E\ WKH RZQHUV DQG RSHUDWRUV RI WKH GDWD FHQWHUV ZKHUH RXU FORXG LQIUDVWUXFWXUH LV GHSOR\
VHUYLFH OHYHOV OLPLW EDQGZLGWK IGHFIDRWKHNQIWXWWHY RU SULRULWL]H WKH WUDI

SK\VLFDO RU HOHFWURQLF EUHDN LQV DFWV RI ZDU RU WHUURULVP KXPDQ HUURU RU LQWHUIHUHQFH LQFOXGLQJ E’
F\EHUDWWDFNV LQFOXGLQJJIGHMWMH® O W IXWH RKLF & DMWIWBHRIWHWBURU WKH LQIUDVWUXFWXUH RI WKH LQWHUQHW
IDLOXUH E\ XV WR PDLQWDLQ DQG XSGDWH RXU FORXG LQIUDVWUXFWXUH WR PHHW RXU GDWD FDSDFLW\ UHTXLUHPHC
HUURUV GHIHFWV RU SHUIRUPDQFH SUREOHPV LQ RXU VRIWZDUH LQFOXGLQJ WKLUG SDUW\ RU RSHQ VRXUFH VRIWZ
LPSURSHU GHSOR\PHQW RU FRQILIJXUDWLRQ RI RXU VROXWLRQV

WKH IDLOXUH RI RXU UHGXQGDQF\ VIVWHPV LQ WKH HYHQW RI D VHUYLFH GLVUXSWLRQ DW RQH RI RXU GDWD FHQWH
WKH IDLOXUH RI RXU GLVDVWHU UHFRYHU\ DQG EXVLQHVV FRQWLQXLW\ DUUDQJHPHQWYV DQG

HIHFWV Rl WKLUG SDUW\ VRIWZDUH XSGDWHV ZLWK KLGGHQ PDOZDQ&BVVLPLODU WR WKH VXSSO\ FKDLQ DWWDFN WKDV

7KH DG YHEWY HRII DQ\ VHUYLFH LQWHUUXSWLRQV RQ RXU UHSXWDWLRQ UHVXOWYV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRG
WROHUDQFH IRU LQWHUUXSWLRQV RI DQ\ GXUDWLRQ ,QWHUUXSWLRQV RU IDLOXUHV LQ RXU VHUYLFH GHOLYHU\ FR @G UMVKQE
LQWHUUXSWLRQV RU IDLOXUHV LQ RXU VHUYLFH FRXOG FDMFW EX\QWMRE P BUYDWRI W HIPG KDW A RXKE IDE VXIEW F WLRS W WRNM FDAG Q # F VA
WKDW D FORXG HQDEOHG DQG RU 6DD6 G HO:LF HPUDK Gi [FS\HE b IUNVGIFF B WIHAY Y R B X\@ MRHQ U X SVQLURHEDV. DEEH
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RWKHU SHUIRUPDQFH SUREOH P/ & RHF XR) DHQIFBIL R WD @\ RD FAVWKRHWWH IDFWRUNMNFRMLYHOWIL YV WXFKEDBURR W B B LRRWK D@ G FAIREVOH AV W K D
QHIJDWUMA®W\RNU UHODWLRQVKLS ZLWK RXU FXVWRPHUV RU RWKHUZLVH KDUP RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV DQG IL

./ ZH GRIGRWLNHO\ WUDLQ RXU GLUHFW VDOHV IRUFH ZH PD\ EH XQDEOH WR DGG QHZ FXVWRPIHEWRG LQFUHDVH VDOHV WR HJ[L

:H GHSHQG RQ RXU GLUHFW VDOHV IRUFH WR REWDLQ QHZ FXVWRPHUV DQG LQFUHDVH VDOHV ZH \® B LHYL \RQL R X LF X' XWRHPHW VI Q EW H
QXPEHUV RI VDOHV SHUVRQQHO SDUMHENQANUONIQQ ILENGIW GIRW SRIQD.W PRYNRWVDOHY SHUVRQQHO ZLWK WKH VNLOOV DQG WHFI
VLIQLILFDQW WLPH EHIRUH WKH} @ PKIHYEH®D O LYURBRHHFQWLXDWHG E\ RXU ORQJ VDOHV F\FOHV 2XU KLUHV PD\ QRW EHFRPIQWUR
Rl TXDOLILHG LQGLYLGXDOV LQ WKH PDUNHWYV ZKHUH ZHHGRHENHIQIMIYIHRRI KRG D QWD W R VERUEXVILY HZ WR IRKGL BRXRIQY HV 0 MU BWMHY(
RXU PRUH VHDVRQHG VDOHV SHUVRQQHO )XUWKHUPRUH KLULQJ VDOHV SHUVRQQHO LQ QHZ FRXQWULHV RU H[SDQGLQJ RXU H
IXO0 SURGXRZW LYW M X Q D E OLH IWHR) W LQDNIRGEE W UWRI WDOHV SHUVRQQHO RU WKH VDOHV SHUVRQQHO ZH KLUH DUH QRW VXFFHVVIXO L(
DQG UHVXOWYV RI RSHUDWHLFRQWGZLOO EH DGYHUVHO\ DI

%HFDXVH ZH UHFRJQL]JH UHYHQXH IURP VXEVFULSWLRQV WR RXU SODWIRUP DQG RWKHU IRUPV RI SURYLGLQJ FXVWRPHUV ZLWK
QRW EH LPPHGLDWHO\ UHIOHFWHG LQ RXU UHVXOWV RI RSHUDWLRQV

:H JHQHUDOO\ UHFRJQL]JH UHYHQXH IURP FXVWRPHUV UDWDEO\ RYHU WKH WHUPV RI WKHLU VXEVFULSWLR®VRL BFRQXN\OND FIV WKHEW
WKH UHYHQXH WKDW ZH UHSRUW LQ HDFK SHULRG LV DWWULEXWDEOH WR WKH UHFRJQLWLRQ RI ®HIHUQHGHDN ¥ HRX & HIFHGDLBML 0C
DQ\ RQH SHULRG ZLOO QRW EH LPPHGLDWHGQU N DOFHKF AW [ i RRCAIBAIBIMRMUX H H R H QUX IKDEAD F8 X GVIMRKES B UR RGRZQWXUQV RU XSWXUQV
FKDQJHV LQ RXU UDWH RI UHQHZDOV PD\ QRW EH IXOO\ UHIOHFWHG LQ RXU UHVXOWV RI RSHUDWLRQV XQWLO IXWXUH SHULRGV

$ OLPLWHG QXPEHU RI FXVWRPHUV UHSUHVHQW D VXEVWDQWLDO SRUWLRQ RI RXU UHYHQXH ,I ZH IDLO WR UHWDLQ WKHVH FXV

:H GHULYH D VXEVWDQWLDO SRUWLRQ RI RXU UHYHQXH IURP D OLPLWHG QXPEHU RI FXVWRPHUV )RU WKH ILVFDO \HDU VL[
JRU ILVFDO \HDU HLIKW FXVWRPHUV DFFRXQWHG IRU RI RXU UHYHQXH ZLWK WZR RI WKRVH FXVWRPHUV DFFRXQWLQJ IRI

$V D UHVXOW Rl RXU FXVWRPHU FRQFHQWUDWLRQ ZKLFK FDQ YDU\ IURP SHULRG WR SHULRG RXU UHYHQXH FRXOG IOXFWXDWF
RWKHU VLIJQLILFD@W\IRWRXNH PXYQIRPFHDQW FXVWRPHUV PD\ GHFLGH WR SXUFKDVH OHVV WKDQ WKH\ KDYH LQ WKH SDVW PD\ D(
RXU SURGXFWV DW DOO DQ\ Rl ZKLFK FRXOG HBRWHRRXUI IUGHYGRLOD WR CHADLREG DQG DBYXUWMMRIIRSHUDWLRQV ,I ZH GR QRW |
DVVRFLDWHG ZLWK FXVWRPHU FRQFHQWUDWLRQ

2XU UHVXOWYV RI RSHUDWLRQV PKHLFIKO KRWG G WHD NVH JRM I E RAVPAWBR (BHMCILWW ®IQG FRXOG FDXVH RXU UHVXOWYV RI RSHUDWLRQV WR

2XU UHVXOWV Rl RSHUDWLRQV KDYH YDULHG VLJQLILFDQWO\ IURP SHULRG WR SHULRG DQG ZH H[SHFW WKDW RXU UHVXOWV RI
GLLFXOW WR SUHGLFW LQFOXGLQJ

RXU DELOLW\ WR DWWUDFW QHZ DQG UHWDLQ H[LVWLQJ FXVWRPHUYV

WKH EXGJHWLQJ F\FOHV VHDVRQDO EX\LQJ SDWWHUQV DQG SXUFKDVLQJ SUDFWLFHV RI FXVWRPHUV

WKH WLPLQJ DQG OHQJWK RI RXU VDOHV F\FOHV

FKDQJHV LQ FXVWRPHU RU GLVWULEXWLRQ SDUWQHU UHTXLUHPHQWY RU PDUNHW QHHGV

FKDQJHV LQ WKH JURZWK UDWH RI RXU PDUNHW

WKH WLPLQJ DQG VXFFHVV RI QHZ SURGXFW DQG VHUYLFH LQWURGXFWLRQV E\ XV RU RXU FRPSHWLWRUV RU DQ\ RWK
WKH OHYHO RI DZDUHQHVV RI F\AEHUVHFXULW\ WKUHDWYV SDUWLFXODUO\ DGYDQFHG F\EHUDWWDFNV DQG WKH PDUNH
GHFLVLRIPWE)MDRMLRQV WR SXUFKDVH NBPRUH WVWRERWVYRIDE VHER WD YHHIXERBN RV YHREB RMKWHLU SULPDU\ ,7

FKDQJHV LQ RXU SULFLQJ SROLFLHV RU WKRVH RI RXU FRPSHWLWRUV

DQ\ GLVUXSWLRQ LQ RXU UHODWLRQVKLS ZLWK GLVWULEXWLRQ SDUWQHUYV

LQVROYHQF\ IRBXFOMAIGHW FRIQ | U R Q WH. RW LRXIUWKNMWRPBUYLWI WR SXUFKDVH RU SD\ IRU RXU VROXWLRQV

VLIJQLILFDQW VHFXULW\ ELFXIDAKIHNNYRZ L WH RKQLG WO W BUXSWLRQV WR WKH XVH RI RXU SODWIRUP

H[WUDRUGLQDU\ H[SHQVHV VXFK DV OLWLJDWLRQ RU RWKHU GLVSXWH UHODWHG VHWWOHPHQW SD\PHQWV RU RXWFRF
ULVLQJ LQIODWLRQ DQG RXU DELOLW\ WR FRQWURO FRVWY LQFOXGLQJ RXU RSHUDWLQJ H[SHQVHV

JHQHUDO HFRQRPLF FRQGLWLRQV ERWK LQ GRPHVWLF DQG IRUHLJQ PDUNHWYV

IXWXUH DFFRXQWLQJ SURQRXQFHPHQWY RU FKDQJHV LQ RXU DFFRXQWLQJ SROLFLHV RU SUDFWLFHV

QHIJDWLYH PHGLD FRYHUDJH RU SXEOLFLW\

SROLWLFDO HYHQWV LQFOXGLQJ WKH RQJRLQJ FRQIOLFW EHWZHHQ 5XVVLD DQG 8NUDLQH

WKH DPRXQW DQG WLPLQJ RI RSHUDWLQJ FRVWYV DQG FDSLWDO H[SHQGLWXUHV UHODWHG WR WKH H[SDQVLRQ RI RXU
LQFUHDVHV RU GHFUHDVHV LQ H[SHQVHV FDXVHG E\ IOXFWXDWLRQV LQ IRUHLJQ FXUUHQF\ H[FKDQJH UDWHYV

,Q DGGLWLRQ ZH H[SHULHQFH VHDVRQDO IOXFWXDWLRQV LQ RXU ILQDQFLDO UHVXOWYV DV ZH FDQ UHFHLYH D KLJKHU SHUFHQW
DV FRPSDUHG WR RWKHU TXDUWHUV GXH WR WKH DQQX¥RO FEIXWEHW PEB¥HRPB®W RBU\RFIHYFLRLERRO RV RY U G XWKMRBBUWHIDWH PD\ L
IURP SHULRG WR SHULRG

HoH H H H H H H H H H H o H H R




$V D UHVXOW RI WKUVKYBWRNEIFOIONVHVXOWY RI RSHUDWLRQV VKRXOG QRW EHWKHOLHBUXBEQORW D D QA® & DFPMWW IGR G VRD H K O/ IXW H FRHXI
RU WKH H[SHFWDWLRQV RI LQYHVWRUV RU DQDO\VWV IRU DQ\ SHULRG ,I ZH IDLO WR PHBDW & ZHKFRPSGIE WDMH. RRVWR U O\DKHAXH W VY
VXLWV

2XU VDOHV F\FOHV FDQ EH ORQJ DQGRXQSUUBLRKWDIEBGRQUVGHRDE VD OHWPHIDQG H[SHQVH

2XU UHYHQXH UHERXQMWNVWRQSUHGILFW EHFDXVH RI WKH OHQJWK DQG XQSUHGLFWD E LOH WURL] DM HR\QIVOMQ GF YRO'HH URWP HRXW 8 Q VW YR
VXEVFULSWLRQ WR RXU SODWIRUP DV D VLJQLILFDQW VWUDWHILF GHFLVLRQ DQG DV D UHVXOW IUHTXHQWO\ UHTXLUH FRQVLC
/DUIH HQWHUSULVHY DQG JRYHUQPHQW HQWLWLHV LQ SDUWLFXODU RIWHQ XQGHUWDNH D VLIJQLILFDQW HYDOXDWLRQ SURFHVV \

2XU GLUHFW VDOHV WHDP GHYHORSY UHODWLRQVKLSYV ZLWK RXU FXVWRPHUV DQG ZRUNV ZLWK RXU GLVVWULENQYERXBSDW IVQW Ul
RQ RXU MDWOMYW HIWKRXW DQ\ IRUMXWZQEP WHRWXRKMUDHMDOH 6HFXULW\ VROXWLRQ SXUFKDVHV DUH IUHTXHQWO\ VXEMHFW WR EX
GHO®VYVD UHVXOWF XDW M/RGIWHGLFW ZKHWKHU D QKHZ KoH.@ XDUNRDRWRZNB BM BAXARRPBDEBWWHWB® IWHU LQYHVWLQJ UHVIRFW RX W @& X0V ORIV
RSHUDWLRQV

,] ZH DUH XQDEOH WR DWWUDFW DQG UHWDLQ TXDOLILHG SHUVRQQHO RXU EXVLQHVV FRXOG EH KDUPHG

7KHUH LV VLIJQLILFDQW FRPSHWLWLRQ IRU SHUVRQQHO ZLWK WKH VNLOP\Y¥ HWDGHVHBSKQRIFADQLRQRDOVEUMLWKD W @6 26O 0QUNTNKLD
SHUVRQQHMVKQQUKHRQ ' & PHWUR DUHD ZKHUH RXU FRUSRUDWH KHDGTXDUMHUR U R VORKDMHG RIRHEUDY R WIK\H B RPBHMLMRQN\H Z K|
HQJLQHHUYV DQG GDWD VFLHQWLVWYV H[SHULHQFHG BQVBKRN.JIK RYU DFXE UGHHY W QURHSPLRQA H- VERHJUNV H DX W U Q P R QMZ DUFHLOLWDWHYV RXU C
WR WLPH H[SHULHQFHG DQG ZH H[SIHFWOWR F® QWU QY H D\QRG H] B WDILIQBH HPSOR\HHV ZLWK DSSURSULDWH TXDOLILFDWLRQV 0DQ
UHVRXUFHV WKDQ XV 2XU FRPSHWLWRUV DOVR PD\ EH VXFFHVVIXO LQ UHFUXLWLQJ DQIG KLQWQR B HAE WRVI IRQ R XX LADMDA H

FRPSHWLWLYH WHWPPDY DROWRVEHWOREMHFW WR DOOHJDWLRQV WKDW HPSOR\HHV ZH KLUH KDYH EHHQ LPSURSHUO\ VROLFLWHG R
VXFK HPSQRWHOMLRQV RU RWKHU ZRUN SURGXFW RU WKDW WKH\ KDYH EHHQ KLUHG LQ YLRODWLRQ RI QRQ FRPSHWH SURYLVL

,Q DGGLWLRQ MRE FDQGLGDWHY DQG H[LVWLQJ HPSOR\HHV RIWHQ FRQVLGHU W KR OID/DIXAHL RN\ W K HO B FXLRV\ DHDIRG P NEKFHA B! RHOLE
DWWUDFW DQG UHWDLQ NH\ HPSOR\HHV 6RPH Rl RXU HPSOR\HHV ZLOO EHFRPH YHVWHG LQ D VXE W\ D W DD @ [D\PH K BX\D RU HRTXAK W
PRWLYDWH WKHVH HPSOR\HHWF VD Q\K WKL \G & AIDVO\VRIQ RERXEV ZIK HW K B Q\ R D LOORW HVW R\ VDRFFM V@ XHOW R MRWN DRW XWVQWHJUDWH RU UH
FRXOG DGWYHW RRXWUDEXVLQHVY UHVXOWV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

.1 ZH DUH QRW DEOH WR PDLQWDLQ DQG HQKDQFH RXU IEB D B\GFDEMU R K B XWH S\ WRWD XR\Q DYVD BX R ELXG/H Q@ HRY VK BIKEK HVXOWYV RI RSt

:H EHOLHYH WKDW PDLQWDLQLQJ DQG HQKDQFLQJ RXIUFBEBD B\E MQ\GH R X U LI SWKRACDMMLARGD 0 \L \D FSLLRAYILISCHA VRR HRDIK BIHODWLRQVKLS
DWWUDFW QHZ FXVWRHFHUWWF DIR\GY 500 WQRIRRWLRQ Rl RXU EUDQG ZLOO GHSHQG RQ DIRMWEH RRU [DEFLVOR WX W R FGRQGLIQUIXRIXW RL G WM
RXU DELOLW\ WRHWFEW VD VWK @XGLSODWIRUP IURP FRPSHWLWLYH FORX® X DEQ 8 GVWR UNRHG B ;A HVERVESRINCGKMR RFRDZMADE/R ) \EMIE @ GLDM/ QWD I
WKHVH EUDQG SURPRWLRQ DFWLYLWLHV PD\ QRW EH VXFFHVVIXO RU \LHOG LQFUHDVHG UHYHQXH

,Q DGGLWLRQ LQGHSHQGHQW LQGXVWU\ RU ILQDQFLDO DQDO\WWYV DQG UHVHDUFK ILUPV RIWHQ WHVW RXU VROXWLRQV DQG SU
PD\ EH VLJQLILFDQWO\ LQIOXHQFHG E\ WKHVH UHYLHZV ,I WKHVH UHYLHZV SURGRAWNW RXKH ERUD QIBVRID & BEHL2IXNG Y HRIDAK\E R B U UAHDG v
WKUHDWV LQ DQ\ SDUWLFXODU WHVW IRU D QXPEHIW MR FY HRD VRRXQV WR IODX W/ LPRDQ \R U QR DMHQHB Y [FEUHOQBM EIRMHHER QIR WK W RPHUV LQGXV
RFFXUUHQFH RI D IDLOXUH WR GHWHFW RU SUHYHQW DQ\ SDUWLFXODU WKUHDW LV D IODZ RU LQGLFDWHV WKDW RXU VROXWLR
EH KDWRBHGEWLRQICHOSONMUIRUPDQFH RI RXU GH¥WUREX W URQ@ G DUMEQUHII/XMMWULURQ LI FXVWRPHUV GR QRW KDYH D SRVLWLYH H[SHUL
FRQWLQXH WR ZRUN ZLWK KLJK SURILOH FXVWRPHUV DQG WR DNNVV\VAR WK DIQWDKO VXRK BRGWRHPRHHIG/L D VG GFA EKH U R VB W R ANOVH PAD E H UIR
SXEOLEQWOXGLQJIDERKXWOWE&HJHOLDELOLW\ RI RXWLYOWDWRR U PS ULRRX H \SWLAREODFOVVHRIYLFHYV DQG WKH FXVWRPHEW RN ZRUIS XXWDHNW L RY

,] ZH DUH XQDEOH WR PDLQWDLQ VXFFHVVIXO UHODWLRQVKLSV ZLWK RXU GLVWULEXWLRQ SDUWQHUV RU LI RXUI LG\ W.EXILR
DQG RXU EXVLQHVV ILQDQFLDO SRVLWLRQ DQG UHVXOWV RI RSHUDWLRQV ZLOO EH KDUPHG

,Q DGGLWLRQ WR RXU GLUHFW VDOHV IRUFH ZH UHO\ RQ FH U %@ ILQ ANUH DOALQN UDERAQ W (R 5 B X W 1D 0V W RO RE O/DK D @ & J K XFS)S R GW VRAKUW
WR FRQWLQXH WR JURZ |R\G GUKML FRBDHODGAH DHE@W HM WX W WR DQG ZH LQWHQG WR FRQWLQXH WR HQWHU LKQWER 8D IRW Q@ HVUVENM\S B @
GLVWULEXWLRQ SDUWQHUV RU WKH IDLOXUHIWRWURXU XLHW DG\ V WRLI RRQSCH B VWU RIQW UXVX LF BXQ G LG WHR \DHFGL BYH UHYHQXH JURZWK
UHODWLRQVKLSYV ZLWK RXU GLVWULEXWLRQ SDUWQHUV DQG LQ WU D LKRE\G I YWHION FP BVGRD L @ GRXSH B BVGW QY WO ®I \D 6 K DEHSRA ARUULS
WKH RUGHUV IRU RXU VROXWLRQV RU LILEHHQW QRQMEHDH RN R UIKF U X DW LIQ G5 UWWIDILEX BV VK@ SDUWQHUV ZKR DUH PRWLYDWHG WR
KDUPHG

2XU EXVLQHVV GHSHQGYV LQ SDUW RQ VDOHV WR JRYHUQPHQW RUJDQL]DWLRQV DQG VLJQLILFDQW FKDQJHFW @ Q RB UF [EQ WILQDH
RSHUDWLRQV

2XU IXWXUH JURZWK GHSHQGV LQ SDUW DRQ]D@RRDN LB P /O® HI RE RDBRMHDE BV BWREQ XQSUHGLFWDEOH VXEMHFW WR EXGHHYDI
PDGH VLJQLILFDQW LQYHVWPHQWYV WRW ZI& FBDD\ K HD VR X HH QR M QMWK D WFWIRKHVH LQYHVWPHQWY ZLOO EH VXFFHVVIXO RUQNIKNWDI

DQG VHYHUDO FRQWUDFWY WKDW ZH SUHYLRXVDQH|[BWER®\G RRXIO @ EW VHWQRIBWHUN I O RMEUQRHQWR RNQGLQJ GHOD\V 6L
DFFRXQWH@BGIRD\ QHYHUDDVERXIQWFDRUV SRUWLRQ RI RXU UHYHQXH 8 6 IHGHUDO VWDWH DQG ORFDO JRYHUQPHQW VDOHV DUH
JRYHUQPHQW HQWLWLHV LQFOXGH WKH IROORZLQJ ULVNV

¥ VHOOLQJ WR JRYHUQPHQWDO DJHQFLHV FDQ EH KLJKO\ FRPSHWLWLYH H[SHQVLYH DQG WLPH FRQVRBWYJZROWHM QHT
¥ JRYHUQPHQW FHUWLILFDWLRQ UHTXLUHPHQWY DSSOLFDEOH WR RXU SURGXFWV PD\ FKDQJH DQG LQ GRLQJ VR UHVW
¥ JRYHUQPHQW GHPDQG DQG SD\PHQW IRU RXU SODWIRUP PD\ EH LPSDFWHG E\ SXEOLF VHFWRU EXIGAWLDMU\SFXEOHN DIOR

SODWIRUP




¥ JRYHUQPHQWY URXWLQHO\ LQYHVWLJDDAGP D@LG/ W X G MW YIHR SHRIRE PN @ WVF D@ UDEWRQIDIY RUDEOH DXGLW FRXOG UHVXOW |
DGYHUVHO\ LPSDFW RXU UHYHQXH DQG UHVXOWV RI RSHUDWLRQV RU LQVWLWXWH ILQHV RU FLYLO RU FULPLQDO OLLC

t LQWHUDFWLRQV ZLWK WKH 8 6 IHGHUDO JRYHUQPHQW PD\ EH OLPLWHG E\ SRVW HPSOR\PHQW HWKLFV UHVWULFWLRQ
t IRUHLJQ JRYHUQPHQWYV PD\ KDYH FRQFHUQV ZLWK SXUFKDVLQJ VHPSORVN HBUMRMEOGRR/IZ KURKR MDD RAHSIDQ LW KDWLRBHE RA W
1 JRYHUQPHQWY PD\ UHTXLUH FHUWDLQ SURGXFWV WR EH PDQXIDFWXUHG KRVWHG RU DFFHVVHG VROHO\ LQ WKHLU FI

ORFDWLRQV WKDW PHHWRPWLDVUHRY K TXE UBIPMQWR VIHOO WKHVH SURGXFWV WR JRYHUQPHQWDO DJHQFLHV

:H KDYH EHHQ SULRULWL]HG E\ WK HX8QK RWH.GDSMLIRVY HOD HGH B BIQ \§ LAANR D QP | U RPGWEKAB - $ W RZ SW K WX KIHDJ & 8I0J KV R WIF\W XN'Y Y )HHGG & $ (Z3H
JHG5%$08B8LIJK VWDWXV VXFK FHUWLILFDWLRQ LV FRVWO\ WR PDLQWDLQ DQG LI ZH ZHUH WR ORVH VXFK D FHUWLILFDWLRQ LQ WK
FHUWLILFDWLRQV VXFK DV WKH &\EHUVHFXULW\ ODWXULW\ ORGHO &HUWLILFDWLRQ ZLOO EH UHTXLUHG WR H[SDQG SDUWLFLSTL

7KH RFFXUUHQFH RI DQ\ RI WKH IRUHJRLQJ FRXOG FDXVH JRYHUQPHQWY DQG JRYHUQPHQWDO DJHQFLHNFWRR@HRXU R XVUIQIRNDWL @
RSHUDWLRQV

:H PD\ QRW VFDOH DQG DGDSW RXU H[LVWIIHFWWWHH KLORMRI R PSRRHM RRDR IDEPFGN AHRMEM BV KHU UHTXLUHPHQWYV

2XU IXWXUH JURZWK ZLOO EH GHSHQGHQW XSRQ RXU DELOLW\ WR FRQWLQXH WR PHHW WKH QHHGV RI @WZRRKXVAMKR/RMHRPH D@ G DLK
ZLWK RXU VROXWLRQV WKH QXPEHU RI HYHQWYV WKH DPRXQW RI GDWD WUDQVIHUUHG SURFHVVHG DQG VWRUHG E\ RXU VROX
IXWXUH H[SD@GRUBHIE @R PHHW WKH SHUIRUPDQFH DQG RWKHU UHTXLUHPHQWY RI RXU FXVWRPHUV ZH LQWHQG WR FRQWLQXI
VHUYLFH DQG FORXG L QVHBVW UXHRKQRORSHMWYD WIKREK LQFOXGH GDWDEDVHYV DSSOLFDWLRQV DQG VHUYHU RSWLPL]DVICR R Y W
PD\ QRW EH VXFFHVVIXO LQ GHYHORSLQJ RU LPSOHPHQWLQJ WKHVH WHFKQRORJLHV ,Q DGGLWLRQ LW WDNHV D VLIJQLILFDQW
DFFXUDWHO\ IRUHFDVW GHPDQG RU SUHGLFW W K HRUWYXON W i & W MEKEDAN HAHEDG ] FIRGR HY X B KRISRHSUDRWIHPGAQ WR PHHW WKH QHHGV RI
RXU FXVWRPHUV H[SDQG WKHLU XVH RI RXU VROXWLRQV ZH PD\ QRW EH DEOH WR JURZ DV TXLFNO\ DV D QWHFW 5EDMINGD F&X \RXRP
UHVXOWYV RI RSHUDWLRQV PD\ EH KDUPHG

$GGLWLR®@DKIOWH PDGH DQG ZH ZLOO FRQWLQXH WR PDNH VXEVWDQWLDO LQYHVWPHQWY WR VXSSRUW JURZWK DW RXU GDWD F
RU SULFLQJ SUHVVXUH FDXVHV SULFH PRYHPHQWYV RXW RI SURSRUWLRQ ZLWK FKDQJHV LQ XQLW IR$%MIUEBMWLRIXJ K RAHNV N [ SROEW BX K D
VLPLODU VHUYLFHV IURP RWKHU WKLUG SDUWLHV LI DQ\ Rl RXU DUUDQJHPHQWYV ZLWK WKLUG SDUW\ SURYLGHUVY DUH WHUPLQL
DV GHOD\V DQG DGGLWLRQDO H[SHQVHV LQ DUUDQJLQJ DOWHUQDWLYH FORXG LQIUDVWUXFWXUH VHUYLFHV 2QJRLQJ LPSURYHI
FRVWV RU WKH H[SHFWHG SHUIRUPDQFH EHQHILWY ,Q DGGLWLRQ ZH PD\ EH UHTXLUHG WR UH LQYHVW DQ\ FRVW VDYLQJV DFK
UHTXLUHG E\ RXHd PRVWRWHEN DEOH WR PDLQWDLQ RU DFKLHYH FRVW VDYLQJV IURP RXU LQYHVWPHQWYV ZKLFK FRXOG KDUP RX

7KH VXFFHVV RI RXU EXVLQHVV ZLOO GHSHQG LQ SDUW RQ RXU DELOLW\ WR SURWHFW DQG HQIRUFH RXU LQWHOOHFWXDO SURES

:H EHOLHYH WKDW RXU LQWHOOHFWXDO SURSHUW\ LV DQ HVVHQWLDO DVVHW RI RXU EXVLQHVV DQGHRKIYWXFHE VN XD 6 EAHRA
D FRPELQDWLRQ RI SDWHQW FRS\ULJKW WUDGHPDUN DQG WUDGH VHFUHW ODZV DV ZHOO DV FRQILGHQWLDOLW\ SURFHGXUH\
ZKLFK SURYLGH RQO\ TXIHHRWWGE ZHRWHNAMIBRHQ WR SURWHFW RIXRLHQW HRRIDHWFWXQG BX B SHWMMG HFD UNR/W FRSEMXUJKWY DQG SDWHER
FDQQRW DVVXUH \RX WKDW DQ\ SDWHQWYV ZLOO EH LVVXHG ZLWK UHVSHFW WR RXU FXUUHQWO\ SHQGLQJ SDWHQW DSSOLFDWLF
WR XV ZLOO QRW EH FKDOOHQJHG KDY OLGHGY HREU RS.D WIHIFW ¥ IHOOW K 8QLWHG 6 WDWHY DQG LQ FHUWDLQ QRQ 8 6 MXULVGLFWL
ZKLFK ZH ZLOO VHHN WR HQIRUFH LQWHOOHFWXDO SURSHEXOW WRWQ | RUFW KH [SQMDHHQARWMXDOH{DRSBHWP QY KRAWHR DQ EFHR XGQW L
PXVW JUDQW OLFHQVHV WR WKLUG SDUWLHV XQGHU FHUWDLQ FLUFXPVWDQFHYV ,Q DGGLWLRQ PDQ\ FRXQWULHV OLPLW WKH H(
FRXQWULHYV SDWHQWYV PD\ SURYLGHH PPDLVQHGEGE ® W R RH ES-HYXHG LG DIRWIHRYM® UHVRXUFHV WR GHIHQG RXU LQWHOOHFWXDO SURSH
DGYHUMHON BXU SODQV IRU LQWHUQDWLRQDO H[SDQVLRQ 2XU FXUUHQWO\ LVVXHG SDWHQWY DQG DQ\ SDWHQWIL FLKDQW @DE ERL
RU WKH\ PD\ QRW SURYH WR EH HQIRUFHDEOH LQ DFWLRQV DJDLQVW DOOHJHG LQIULQJHUV

:H PD\ QRIMAMLMH LQ SROLFLQJ XQDXWKRUL]H® & WY RQ RX Z H GRH®HWM F PAX D@ BQRWHR@NY OLWLIDWLRQ PD\ EH QHFHVVDU\ WR H(
LQWHOOHFWXDO SURSHUW\ ULJKWV WHFKQROR JLFAX®DWW R & B bW LFXRODULO-A WRIRUPY\UHLG) HRVE V- INIFUHADBSQHAQIGHE®) M/ D D MYGOLIQ FOX GLQJ OLWLJIDW
H[SHQVLYH DQG FRXO G/ ®W W H@WIRED JHPIHEWIR XOG KDUP RXU E X DMQMNKSIVQYGWERH MRORUE R IUR S K W WLIDQ \Q VX WWKK WG SDUWLHV FF
LQWHOOHFWXDO SURSHUW\ RU RWKHU ULJKWV DJDLQVW XV RU FKDOOHQJH RXU LQWHOOHFWXDO SURSHUW\ ULJKWYV ZKH AIQ BRK
DGHTXDWHO\ SURWHFW DQG HQIRUFH RXU LQWHOOHFWXDO SURSHUW\ DQG RWKHU SURSULHWDU\ ULJKWV FRXOG VHULRXVO\ KD
FDQQRW DVVXUH \RX WKDW VXFK ULJKWV ZLOO SURYLGH XV ZLWK FRPSHWLWLYH DGYDQWDJHV RU GLVWLQJXLVK RXUGXHOVYEBM\
WHFKQRWRGHVLIQ DURXQG RXU SDWHQWYV

&ODLPV E\ RWKHUV WKDW ZH LQIULQJH WKHLU SURSULHWDU\ WHFKQRORJ\ RU RWKHU LQWHOOHFWXDO SURSHUW\ ULJKWV FRXO(

&ODLPV E\ RWKHUV WKDW ZH LQIULQJH RU PLVDSSURSULDWH WKHLU SURSULHWDU\ WHFKQRORJ\ RU RWKHU LQWHOOHFWXDO SU
FRS\ULJKW WUDGH VHFUHW DQG RWKHU LQWHOOHFWXDO SURSHUW\ ULJKWV HQWHULQJ LQWR OLW LZIDONL RIF H DL\QHG® RV D Q O i RP
WKH SRVVLELOLW\ RI LQWHOOHFWXDO SURSHYWGGLW\WQ FOBLWKH BHDWER'QW ZW KRXYXGGEHOVRQQ@WRA IURP FRPSHWLWRUV ZH PD\ E
FRQILGHQWLDO LQIRUPDWLRQ RI FRPSHWLWRUV WR XV )JURP WLPH WR WLPH WKLUG SDUWLHV SOWEBRXHBK W KODH PO RH LEHHQQQF
XV WR GDWH WKHUH FDQ EH QR DVVXUDQFH WKDW VXFK FODLPV PD\ QRW EH PDGH LQ WKH IXWXUH

7KLUG SDUWLHYV PD\ LQ WKH IXWXUH DOVR DVVHUW FODLPV DJDLQVW RXU FXVWRPHUV RU GLVWULEXWLRQ SDUWQHUV ZKRP RX!
SURSHUW\ ULJKW¥VRW KHK IQX® SHDWWLEBWRGXFWY DQG FRPSHWLWRUV LQ W KHOPWEHW R H E R UWMQ IJMHPBIQNW R DFL$HDWRIS/UD Q & LRRYH UBDDGS !
LQFUHONMIH ZH LQWHQG WR LQFUHDVH WKH VL]H RI RXU SDWHQW SRUWIROLR PDQ\ RIHRXD R PRHW LRADRAUX/U Bl QSED R\W R MU S RRIDN IRR




WKDQ ZH KDYH ,Q DGGLWLRQ IXWXUH OLWLIJDWLRQ PD\ LQYROYH QRQ SUDFWLFLQULRQW RWLBINY H@RS DG D J R UQRWK HKIR$DRWHIQ
QR GHWHUUHQF$QR B GRJIRPWRIFMQWROOHFWXDO SURSHUYWQ LDQ FUDLOQLIH P HVY WREWDPW K L WG BPXIMWA FDXVH XV WR LQFXU VXEVWDQWLDO
RXU EXVLQHVV DQG FRXOG UHTXLUH XV WR FHDVH XVH RI VXFK LQWHOOHFWXDO SURSHUW\

$GGLWLRXNOIRVXUDQFH PD\ QRW FRYHU LQWHOOHFWXDO SURSHUW\ ULJKWV LQIULQJHPHQW FODLPV WKDW PD\ EH PDGH ,Q WK
VHFXUH D MXGJPHQW RU RWKHUZLVH UHTXLUH SD\PHQW RI OHJDO IHHV VHWWOHPHQW SD\PHQWV RQUHRULIQQIJUFRHDOWLE W HRULY RFH
EH UHTXLUHG WR REWDLQ D OLFHQVH ZKLFK PD\ QRW EH DYDLODEOHHR® WH BVYRY B BDWH @&/ HWRK XK UQ@W BOW DNGP\B W B ORHE
DOWHUQDWLYH QRQ LDHUER ARXOWHFKTDRQRIVLIQLILFDQW WLPH GXUHQJIREHEWK G H/ IF R X DFEHE R Q B BOR S\AHRY F RQ /Q Q XAD WRORN L P D

$OWKRXJK WKLUGHSDUWLFHNQNVI WR WKHLU WHFKQRWRH\ VR URW KRH GD QQ WH@\OH PWX Q @ V8 EERISBIIFMHMS WDEOH DQG WKH IDLOXUH WR R
FDXVH RXU EXVLQHVV ILQDQFLDO FRQGLW L RIG PWQIEGU HY XCOB/GL K L RRG HUBRMH. RQ ¥ HQR/ HEV AIB\ YEH QIRQ\HDFOXVLYH DQG WKHUHIRUH R
WKLUG SDUWHN G KNVDQRIW RQVH WR LWV WHFKQRORJ\ RU RWKHU LQWHOOHFWXDO SURSHUW\ RQ UHDVR&WD BOHHWXOWYV ZR UP D WEBIOW
DOWHUQDWLYH QRQ LDKUER FRXOWHFHKRQRIVLIQLILFDQW WLPH GXUHQJRBHEBK GHBRERBWAH X R D EOUSAR GREQBNVR MQMHHWERQRH B D ¢
VXFFHYQIX WKHVH HYHQWYV FRXOG KDUP RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV

:H OLFHQVH WHFKQRORJ\ IURP WKLUG SDUWLHV DQG RXU LQDELOLW\ WR PDLQWDLQ WKRVH OLFHQVHV FRXOG KDUP RXU EXVLQ

:H FXUUHQWO\ LQFRUSRUDWH DQG ZLOO LQ WKH IXWXUH LQFRUSRUDWH WHFK:QHR 6B Q\QW WDEH ZAHH O WIH.@V W K D RPRW K LOQJIGF B Q U R/UL W
SURSHUW\ ULJKWV RI WKLUG SDUWLHYV RIUF WHK@W RXIK \G VMR WRKH KIDMHHQRH & ILQW KO®HPWXDO SURSHUW\ LQ DOO MXULVGLFWLRC
WHUPLQDWHG E\ WKHP IRU FRQYHQLHQFH RU RWKHUZLVH SURYLGH IRU D OLPLWHG WHUP ,I ZH DUH XQDEOH WR FRQWLQXH WR
DJDLQVW XV RU LI ZH DUH XQDEOH WR FRQWLQXH WKH OLFHQVH DJUHHPHQWY RU HQWHU LQWR QHZ OLFHQVHV RQ FRPPHUFLDC
RXU EXVLQHVV FREGGVWEHRQIERHNE! XQDEOH WR OLFHQVH WHFKQRORJ\ IURP WKLUG SDUWLHXK IZAK FZIM EBI\ | R KH® BVRHDW RXE R H @ U
RU DW DOO DQG PD\ UHTXLUH XV WR XVH DOWHUQDW L YH MVHF R R® G RJl\ PRIWO R @ HIH TXHDZRED \ FEFRELR. SSHHW L RVULRY TRQ\F IR OSWWIR GLGHWVUREQAE QLR)HRID
VKDUH DQG UHVXOWV RI RSHUDWLRQV FRXOG EH VLJQLILFDQWO\ KDUPHG

,] ZH DUH QRW DEOH WR VDWL\SIVIGMM\WGG &RWRW K FIRLYRHQU QPHROW LIYQ G LQGXVWU\N VSHFLILF UHTXLUHPHQWY RU UHJXODWLRQV RXU

3HUVRQDOGIOMBDSFURWHFWLRQ WRORFREPWKRQFDMFAXAQWUHIXODWLRQYV DQG RWKHU ODZV UHJXODWLRQV DQG LQGXVWU\ VWDQ(
LQIRUPDWLRQ DUH VLJQLILFDQW LVVXHV LQ WKH 8QLWH G I6:W DRXHIVV ROXR\EHR QD/Q G Q MO\ KIRQGNM & FIZMHS \EEHE PEEMMEW ZKHH B R QZOIHRE W
WR D YDULHW\ Rl ODZV DQG UHJXODWLRQV LQFOXG&HQS aJHMHCHUDIORDREH Y QB HRXW DRYGH Y QB HRXW DIWRWHHYQG IRUHLJQ JRYHUQP
GLVWULEXWLRQ XVH DQG VWRUDJH RI FHUWDLQ FDWHJRULHV Rl LQIRWBBWILRG WLVSHY IRV &D\RD LQGETXKGX Q@ \E XKH R 8 WHKOR @ HRWUHX
&RPPLVVLRQ DQG XQGHU WKH SURYLVLRQV RBIFWK B R B S W HIFEQUEBIAR MRRDEQ £ A D W WKQ, GV KB B R @ VEEBMOD FIGO W\ H D Q O BFE WH D B K \%DQ G +
RXWVLGH WKH 8QLWHG 6WDWHV DQG SDUWLFXODUO\ LQ (XURSH RIWHQ DUH PRUH UHVWULFWLYH WKDQ WKRVH LQ WKH 8QLWH(
DFFHVV FRUUHFW DQG GHOHWH SHUVRQDO LQIRUPDWLRQ VWRUHG RU P DLHPMWD WEHEESMNFR ERE SO0 RH P D WQIFRQ FDRIQES H Y RIRGE
FHUWDLQ SXUSRVHV ,Q DGGLWLRQ VRPH IRUHLJQ JRYHUQPHQWYV UHTXLUH WKDW DQ\ LQIRUPDWLRQ Rl FHUWDLQ FDWHIBYR H\D
QHFHVVDU\ RU GHVLUDEOH WR MRLQ LQGXVWU\ RU RWKHU VHO! UHJXOD@IR DWE R G VHW KUV RWHKTHEKUL UL ) IARRIAPPION IDRQGF W HZE XWKL W K R UUGU
SURWHFMNVDREBQR PD\ EH ERXQG E\ DGGLWLRQDO PRUH VWULQJHQW FRQWUDFWXDO REOLJDW L RQHV FIDHYMIRWML QHWNV® HRAKHIU PR Q B HAFKAH.
UHJXODWLRQV VWDQGDUGV RU SHUFHSWLRQ RI WKHLU UHTXLUHPHQWYV PD\ KDYH RQ RXU EXVLQHVV )RU H[DPSOH WKH (XURS
FHUWDLQ SHUVRQDO GDWD RI GDW I3 WHKIE MH W \F R B SWKH GXWR SHIHY (RRYBPIGDWD SURWHFWLRQ ODZ LQ WKH (XURSHDQ 8QLRQ W
LQFUHDVHV VXEVWDQWLDOO\ WKH SHQDOWLHV WR ZKLFE @M. ORX® G EMLY KEIN B AW LRU WK \W B HQ W LAR ODQN LAY FKRFGSHOL IVGKFHH* '35 F [
DQQXDO UHYHQXH IRU IKKH KSHY.IRW HYKBIPIK HFXUUHG VXEVWDQWLDO H[SHQVH LQ FRPSO\LQJ ZLWK WKH REOLJDWLRQV LPSRVHG
VLIQLILFDQW FKDQJHV LQ RXU EXVLQHWFRSRXDWHRYGQ XEKD B IS CRAXUNERGIDMHED/X RDEOBOWR SUHGLFW KRZ REOLJDWLRQV XQGHU V
"HVSLWHRUWVYHNR DWWHPSW WR FRPSO\ ZLWK WKH *'35 D UHJXODWRU PD\ GHWHUPLQH WKDW D FXVWRPHU KDV QRW GRQH VR D

$PRQJ RWKHU UHTXLUHPHQWY WKH *'35 UHJXODWHYV WUDQVIHUV RI SHUVRQDO GDWD VXEMHFW WR WKH *'35 WR WKLUG FRX&Q/Y
XQGHUWDNHRUMHW WRLERRIQIRUP WUDQVIHUV \WRR S\HKH/ B Q D\U HEGED BWDDIWRY WEE RWKHU MXULVGLFWLRQV EDVHG RQ RXU XQGHUVWDQC
'"HVSLWH WKLV ZH PD\ EH XQVXFFHVVIXO LQ HVWDEOLVKLQJ RU PDLQWDLQLQJ FRQIRUPLQJ PHDQV RI WUDQVIHUULQJ VXFK GDW
H[DPSOH LQ -XO\ WKH (XURSHDQ &RXUW RI -XVWLFH 3(&-" LQYDGE&®BWFHIGHWEH G8BLY LRQLYDVR6E6KD HOHGL DX B VOMIFR YV RIE RRDW
DOWHUQDWLYHV WR WKH (8 8 6 3ULYDF\ 6K\ HBW® QGDRIHO & RVKW UXE\WIZBEO0 @@RRVHVV IDROET (8 UHIXODWRUV KDYH LVVXHG DGGLWLR
FRPSDQLHV PXVW FRQVLGHU DQG XQGHUWDNH ZHCHMQKRXUQ IWKKH(& \W D § GRHY R@W WE DF XD O HMD TRX VFHRD@L D B DWW XIDGOWFHUBDOWH VY HDWW
6KLHOG DQG WKH 6WDQGDKIB &R ®MWRILD/AR RQDIDQ&OMWKHY UHIXODWRU\ JXLGDQFH RU GHYHORSPHQWY RWKHUZLVH PD\ LPSRVH DGC
6ZLW]JHUODQG WR WKH 8QLWHG 6WDWHV HDFK RI ZKLFK FRXOG UHVWULFW RXU DFWLYLWLHV LQ WKRVH MXULVGLFWLRQV OLPL'
XSRQ RXU DIEFOHWYWWRWUDQVIHU SHUVRQDO GDWD IURP WKH (8 DQG 6ZLW]JHUODQG WR WKH 8QLWHG 6WDWHV

YXUWHRMKIH H[LW RI WKH 8QLWHG .LQJGRP 8. IURP WKH (8 RIWHQ UHIHUUHG WR DV %UH[LW KDV FUK-HD B/, HHE LYQHF Gl WWKIHL (BWR @ |- DV & >
WUDQVLWLRQ SHULRG WK D VK IHIGHG W& HH BMECE WURIW H F WA RRQW 3LPSOHPHQWY DQG FRPSOWREWWQVORKN *'35 DIDRUH Y WG BRWEKIBI 8 QLW
XQFOHDU ZKHWKHU WUD QW RUWKIHGIQU W HER A QKGR P(ZLOO UHPDLQ :0LWZK XVOKIHQ HWKIHJ DWQ R QVR U WV K@ GHUD Q@ $EWLRQ SHULRG FRPSD!
LQFRUSRUDWHG LQWR 8QLWHG F.KKIIBR A/ IQH WERQD\W\ O\DZ VHSDUDWHO\ ILQH XS WR 2QKHKQHBHDWHU RIKH (X URLSHDLR @ RPLP L VR L R Q RIEC
FRQFOXGLQJ WKDW WKH 8. HQUXUHYV DQ HTXLYDOHQW OHYHO RI GDWD SURWHFWLRQ WR WKH *'35 ZWRFW KSH B Y LERPH VVRPAH U WDIL
DV WKLV DGHTXDF\ GHWHUPLQDWLRQ PXVW EH UHQHZHG DIWHW IRNQ QR U OQ\GSRIBI\GE I VB R Z\WWKEH & D VAN B B RMGRIMK WD H .L G DAM D L
PD\ GHYHORS LQ WKH PHGLXRHFR D RGIGHAY S8VHAP DRV N KEDHIFH UHJDUGLQJ KRZ GDWD WUDQVIHUV WR DQG IURP WKH 8. ZLOO EF




7KH LPSOHPHQWDWLRQ RI WKH *'35 KDV OHG RWKHU MXULVGLFWLRQV WR HLWKHU DPHQG RU SURSRVH OHJLVODWLRQ WR DPHQ
H[DPSOH RQ -XQH &DOLIRUQLD DGRSWHWG RMKH & BRQEZ ERB R LIH QRRWQRRR UB XIDKBIF&LKBDY EHHQ FKDUDFWHUL]JHG DV WKH ILUV
HQDFWHG LQ WKH 8QLWHG 6WDWHVY EHFDXVH LW FRQWDLQV D QXPEHU RI SURYLVLRQWNWPRDDU VRRI RHBUVEIZEY 8 GRELZDR QM B Q IM

7KH &3PPHQGV WERHFBBDWLQJ DGGLWLRQDO SULYDF\ ULJKWV IRU &DOLIRUQLD FRQVXPHUV DQG DGGLWLRQDO REOLJDWLRQV
FODLPV DQG FRP P HAKH. B O MRDIEAL D 8WRMMY KRGIF W RRN- BIQ XDKH &&BQG &BRKXOG PDUN WKH EHJLQQLQJ RI D WUHQG WRZDUG PRUH V
RWKHU VWDWHV RU WKH IHGHUDOVJRHB GQPRI® WQFRAHIRVID B D R\ B EVRIRQD fRU 8 6 AUMVQGH @RV XR b UH [SDAMEOZBK FGHIDALERRDH-ID Q X DW k
VLIJQHG LQWR ODZ DQG RQ -XQH & R CSEWD G/RE H @B R WHKG DVDKHAF SIRINGHOMR BR 3U LY D F\

(YROYLQJ DQG FKDQJLQJ GHILQLWLRQV Rl SHUVRQDO GDWD DQG SHUVRQDO LQIRUPDWLRQ ZLWKLQ DAGGHU (RU/RISH (PO BIQL@K) LW KE\
DQG RWKHU LQIRUPDWLRQ PD\ OLPLW RU LQKLELW RXU DELOLW\ WR RSHUDWH RU H[SDQG ROHUPDX VELRVBN ¢ H\QH ORGY QY JOQ R WMWREY
WKH FRQFHSW WKDW GDWD FROOHFWHG LQ D SDUWLFXODU MXULVGLFWLRQ PXVW EH HLWKQMUD &KBWQFNQGHBDLQW BRQEGE WIQRW X [F
LQ ZKLFK LW ZDV FROOHFWHG ,Q OLJKW Rl FXUUHQW UHJXODWRU\ WUHQGV VXFK GDWD VRYHUHLJQW\ UHTXLUHPHQWYV PD\ LQF
EXVLQHVV LQ VXFK MXULVGLFWLRQ

(YHQ WKH SHUFHSWLRQ RI SULYDF\ RU VHFXULW\ FRQFHUQV ZKHWKHU RU QRW YDOLG PD\ KDUP RXU UHSXWDWLRQ LQKLELW D
WDOHQW ,Q DGGLWLRQ FKDQJHV LQHFMW WRH XWH X0 DMK H Q @ WHWDQ\H /G Y BB RN G GQLIP S D EW RPHEISEWANQ@HMBIAW Q- XYWUQ O IOMZV  UHJX
LQWHUSUHWHG LQ QHZ PDQQHUV LQ WKH IXWXUH )XWXUH ODZV UHJXODWLRQV VWDQGDUGY DQG RWKHU REOLJDWLRQV DQG
VROXWLRQV UHVWULFW RXU EXVLQHVV RSHUDWLRQV LQFUHDVH RXU FRVWYV DQG LPSDLU RXU DELOLW\ WR PDLQWDLQ DQG JUR

%H\RQG EURDGHU GDWD SHRWHQVLRMXUUEXN X D@MMR QVKBI FAEHUVHFXULW\ LQGXVWU\ PD\ IDFH GLUHFW UWJXOWDW IFRBH U@ H F X UBIW)JO
PDQGDWLQJ WKDW SURYLGHUV RI VSHFLILF W\SHV RI LQFLGHQW UHVSRQVH VHUYLFHV UHFHLYH D JRYHUQPHQW JDIQAHRWHREHIRU
EDUULHUV RI HQWU\ LQWR QHZ PDUNHWYV

$OWKRXJK ZH KDYH ZRUNHG DQG ZLOO FRQWLQXH WR ZRUN WR FRPSO\ ZLWK DSSOLFDEOH ODZV DQG UHJXODWLRQV FHUWDLQ I
VWDQGDUGY DQG REOLJDWLRQV DUH HYROYLQJ DQG PD\ EH PRGLILHG LQWHUS DQWHREDD R QDS §PWHR BE GIQML@RTRMK N WRHIMWE R Q
UHTXLUHPHQWY RU OHJDO REOLJDWLRQV WKDW DSSO\ WR RXU EXVLQHVV RU WX H/ XK XDH W'D QHDRWK D K V XOUHG RGHIRY. IQRH/RW 8 O WD R ¥
DQG REOBINWRRQX¥UH RU SHUFHLYHG IDLOXUH E\ XV RU RXU HPSOR\HHV UHSUHVHQWDWLYHV FRQWUDFWRUV GLVWULEXWLRQ
LQGXVWU\ VWDQGDUGY WKDW ZH UHSUHVHQW FRPSOLDQFH ZLWK RU W K DS\D B ID\QERFOWV K/ iU \& 1D @/ DV B LDLYDF\ I R G G DRUD WRI FEORPISON U
QRWLFHV RU SROLFLHV FRXOG UHVXOW LQ HQIRUFHPHQWLIDFOWLRQE QFMINGERQVXQHV FDMS BV IFRQF @ R MORE WREFCSKRWWIRIB B B D JHQV
JRRGZLOO ERWK LQ UHODWLRQ WR H[LVWLQJ FXVWRPHUV DQG SURWSMFRQ YRX BXRS\HRFHVIVR QI Q \ LRY DZAXPLFIKQ DEX O IRAPDRIGIKH BIPRHE]
UHSUHVHQWDWLYHY FRQWUDFWRUV GLVWULEXWLRQ SDUWQHUV DJHQWV LQWHUPHGLDULHV RU RWKHU WKLUG SDUWLHV WR |
REOLJDWLRQV FRXOG UHVXOW LQ DGGLWLRQDO FRVW DQG O L DHEEW LR UWERX X 1/ Q B DV IDIHG RXHIV I 1B SWWRIWALRHU D\gKRBVW VDOHV DQ!

)DL OWRR P ZQ.V0K D\GU H J X O D8 BRQWREBXV L @ R XWDGE NKWERY Q Bl §SH Q D O QGRINDE D X X W/ @ R KXV W RLRW KB E @ HIF /@ H J D WLLIPYSHRAW E L QVIRR Q WZLLIVFKA
SXEOLF VHFWRU

2XU EXVLQHVV LV VXEMHFW WR UHJXODWLRQ E\ YDULRXV IHGHUDO VWDWH ORFDO DQG IRUHLJQ JRYHUQPHQWDO DJHQFLHV L(
ODERU ODZV ZR BNREGEXFHHEDIHYROQPHQWDO ODZV FRQVXPHU SURWHFWLRQ ODZV DQWL EULEHU\ ODZV LPSRUW DQG H[SRUW FR
UHTXLUHPHQWYV PD\ EH PRUH VWULQJHQW WKDQ LQ WKH 8QLWHG 6WDWHV 1RQFRPSOLDQFH E\ XV RXU HPSOR\HHV UHSUHVHQW
UHTXLUHPHQWYV FRXOG VXEMHFW XV WR

¥ LQYHVWLIDWLRQV HQIRUFHPHQW DFWLRQV DQG VDQFWLRQV

PDQGDWRU\ FKDQJHV WR RXU SODWIRUP

GLVIRRRIHQW RI SURILWV ILQHV DQG GDPDJHV

FLYLO DQG FULPLQDO SHQDOWLHV RU LQMXQFWLRQV

FODLPV IRU GDPDJHV E\ RXU FXVWRPHUV RU GLVWULEXWLRQ SDUWQHUV
WHUPLQDWLRQ RI FRQWUDFWYV

ORVV RI LQWHOOHFWXDO SURSHUW\ ULJKWV DQG

WHPSRUDU\ RU SHUPDQHQW GHEDUPBIQWDWRRQAMOHYV WR JRYHUQPHQW RU

.1 DQ\ JRYHUQPHQWDO VDQFWLRQV DUH LPSRVHG RU LI ZH GR QRW SUHYDLO LQ DQ\ SRVVLEOH FLYLO RIBiFWHBLQQ ® GCWWIRWLf
DFWLRQ ZLOO OLNHO\ UHVXOW LQ DW DI\QA HGAB QR\WQ CLQY G WHMRRX B F D QRQIHPBQWFUHDVH LQ SURIHVVLRQDO IHHV (QIRUFHPHQW C
FRQGLWLRQ

:H HQGHDYRU WR SURSHUO\ FODVVLI\ HPSOR\HHV DV $OWRE8WJIKHMK KV H)BQHHQHRP SWQXGCQ@H IR D SBIOULFDWEIQ® PDWHULDO FODLPV F
FODVVLILHG DV H[HPSW WKH SRVVLELOLW\ H[LVWV WKDW VRPH RI RXU FXUUHQW RU IRUPHU HPSOR\HHV FRXOG KDYH EHHQ LQF

7KHVH ODZV DQG UHJXODWLRQV ZLOO LPSRVH DGGHG FRVWY RQ RXU EXVLQHVV DQG IDLOXUH E\ XV RXU HPSOR\HHV UHSUHVH
DSSOLFDEOH UHJXODWLRQV DQG UHTXLUHPHQWY FRXOG OHDG WR FODLPV IRU GDPDJHV SHQDOWLHV WHUPLQDWLRQ RI FRQWU
FROQWUSEWY.REK GDPDJHV SHQDOWLHV GLVUXSWLRQV RU OLPLWDWLRQV LQ RXU DELOLW\ WR GR EXVLQHVV ZLWK WHSXSWEVDILFKQ
SHQDOWLHV DQG RWKHU VDQFWLRQV DQ\ RI ZKLFK FRXOG KDUP RXU EXVLQHVV UHSXWDWLRQ DQG UHVXOWV RI RSHUDWLRQV

:H DUH VXEMHFW WR ODZV DQG UHJXODWLRQV LQFOXGLQJ JRYHUQPHQWDO H[SRUW DQG LPSRUW FRQWUROV VDQFWLRQV DQG
IXO0 FRPSOLDQFH ZLWK DSSOLFDEOH ODZV

:H DUH VXEMHFW WR ODZV DQG UHJXODWLRQV LQFOXGLQJ JRYHUQPHQWDO H[SRUW FRQWUROV WKDW FRXOG VXEMHFW XV WR
"HSDUWPHQW RV &[SBBHALBDHYWUDWLRQ 5HIJXODWLRQV DQG ZH DQG RXU HPSOR\HHV

HooH H H H o H




UHSUHVHQWDWLYHV FRQWUDFWRUV DJHQWYV LQWHUPHGLDULHV DQG RWKHU WKLUG SDUW ZBINDYXH \D'G '8 RAUWNKIE NRGI WIR\MHRWAOD &R R)
RWKHU JRYHUQPHQWD@FBRXWRBDWWNWLHWVDQGDUG HQFU\SWLRQ DOJRULWKPV LQWR RXBHSHRGRAPMWH/G RKIWWKL ®H RQ W EKHWSK 6W R I X\QLLH
LQFOXGLQJ E\ OLFHQVH OLFHQVH H[FHSWLRQ RU RWKHU DSSURSULDWH JRYHUQPHQW DXWKRUL]DWLRQV ZKLFK PD\ UHTXLUH W
VDQFWLRQV SURKLELW WKH VKLSPHQW RI FHUWDLQ FORXGQ BEWWIBGEV B 06X W IDRIFW IWRQNR X R WHULLGIF'H Q RADHOU Q R HXQOADWY LDRIQG RS HWUK/IR Q 7 S
UHTXLUHG LPSRUW RU H[SRUW DXWKRUL]JDWLRQ IRU RXU SURGXFWV XQGHU WKH ODZV RI WKH 8QLWHFWWIWHWYHR b GX@K H)R B RHX §
LPSRUW UHVWULFWLRQV QHZ OHJLVODWLRQ RU VKLIWLQJ DSSURDFKHV LQ WKH HQIRURMWRIGQRA RN PKF R 8 B XRIDW L R @Y Q B RIMHIE QDN
RU LQ RXU GHFUHDVHG DELOLW\ WR H[SRUW RXU SURGXFWV WR H[LVVWOQD FRAUX 5 RWRHQ /@ O B JF)GV WIRRFGHUW LR R R \W R QB FR/ EVERINQ I
ILODQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV

9DULRXV FRXQWULHV UHJXODWH WKH L PLSROX ®IL FH WW D RE@ JHKQLFRS B WWRSH WPIFW CROR DL FHQVH UHTXLUHPHQWY DQG KDYH HQDFW
FXVWRBEHU®EW\ WR LPSOHPHQW RXU SURGXFWV LQ WKRVH FRXQWULHV &KDQJHV LQ RXU SURGXFWV RU FKDQJHV LQ H[SRUW DQ
FXVWRPHUV ZLWK LQWHUQDWLRQDO RSHUDW LRQWRIRI FIBHSO R\UB Y HRQW WHRGHKB\R Y WCREDP®R RW R1 RXU SURB®X KD QUR EQUNM[B R
UHJXODWLRQV HFRQRPLF VDQFWLRQV RU UHODWHG OHJLVODWLRQ VKLIW LQ WKH HQIRUFHPHQW RHMWMFR &M \RA AK] LUIHA X@.D Wi RXQC
XVH RI RXU S RRIGIXFWXWEGHFUHDVHG DELOLW\ WR H[SRUW RU VHOO RXU SURGXFWV WR H[LVWLQJ RU SRWHQWLDO FXVWRPHUV ;
JRYHUQLQJ RXU RSHUDWLRQV YDULRXV JRYHUQPHQW DJHQFLHV PD\ VHHN WR LPSRVH PRGLILFDWLRQV WR EXVLQHVV SUDFWLF
PRGLILFDWLRQV WR FRPSOLDQFH SURJUDPV ZKLFK PD\ LQFUHDVH FRPSOLBQFKH FRYMWYVH® & \AD RV REMHFWR & X PMWR/ IR @ HOL PS MW@MC
ZRXOG OLNHOIHFGW RMVHEXVRIQHVY UHVXOWV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

:H DUH DOVR VXEMHFW WR WKH$$W RRUHBJJRBRHUX SKW\EEBEWARHYPMW LEBQG RWKHU DQWL FRUUXBQYWR QP RGIHI FOVCLR@GE/H WDLQN LDELE
6BWDWHV DQG RWKHU FRXQWULHMW WY ERIUAKX BW LFR® 6 N BWQIWAWEYLBHWWVODZY ZKLFK KDYH BSHIRE LHEQM FRPG DQ I H M VD/Q G HAOK FLQGHE
DQG RWKHU WKLUG SDUWLHV IURP SHEPQV LI URSMKRSDE & QWD R UQRIWRUHDED ¥ HXQ@QHE LRVWK W B\ B QUHANGHFUSQ WY RIWIHUGHEIMRML HY  LQF O
GLVWULEXWLRQ SDUWQHUV WR FRQGXFW RXU EXVLQHVV LQ WKH 8QLWHG 6WDWHV DQG DH DRIEGWWRVHHG K LWXGE § B U WA \M VRRDA W R
ZLWKLRLDOV DQG HPSOR\HHV RI JRYHUQ P HQMDIHE AQNWL WU HMWDQGH FRRIAQEHS KRHOBIOLDEOH IRU WKH FRUUXSW RU RWKHU LOOHJDC
UHSUHVHQWDWLYHV FRQWUDFWRUV GLVWULEXWLRQ SDUWQHUV DJHQWV LQWHUPHGLDULHV DQG RWKHU WKLUG SDUWLHV H®

‘KLOH ZH KDYH DQG ZH ZLOO FRQWLQXH WR KDYH SROLF LWV LERE® \S QB FRIEKH H \D H/IKROD SBEGIV \D @ R/R SFRBEMDIDPIVEHRNIK DY@ HUILRQ VD @
DVVXUH \RX W K DMW RVWKF\HZ LROUD VEKIDAMM DO O RI RXU HPSOR\HHV UHSUHVHQWDWLYHV FRQWUDFWRUV GLVWULEXWLRQ SDUWQHUV
DSSOLFDERY DFK ZH PD\ EH XOWLBD W HC\QEHGI® WH RSRQMIEBHQDWLRQDO VDOHY DQG EXVLQHVYV RXU ULVNV XQGHU WKHVH O
VHYHUH FULPLQDO RU FLYLO VDQFWLRQV VHWWOHPHQWYV SURVHFXWLRQ ORVV RI H[SRUW SULYLORHAW RIXSERQWRQVR IQGE HET
FLYLO DQG FULPLQDO SHQDOWLHV RU LQMXQFWLRQV ZKLVWOHEGRZHQ ¥FRVE 0 DLW IWR/Q \D GDYAHW IVRIQR/H @& IUD VADRQFHNULCRIGHV DRRX @ &/ KKHDW FE
ILQDQFLDO FRQGLWLRQ

:H DOVR FROOHFW LQIRUPDWLRQ DERXW F\EHU WKUHDWV IURP RSHQ VRXUF H VK LLGHVHH) KiDG HDIUR $HYH MIGWWM IGL B 6 US\COULQL § WY RW K B W
ODZV DQG UHJXODWLRQV LQ FRQQHFWLRQ ZLWK WKH FROOHFWLRQ RI WIKIPWIL@HR B BDMKIRY ZZHH KD QKW ® BDXWH. HRVX RKDWR WEKIR
UHJXODWLRQV LQ WKLV UHJDUG )DLOXUH E\ XV RU RXU HPSOR\HHV UHSUHVHQWDWLYHV FRQWUDFWRUV GLVWULEXWLRQ SDU\
LQIRUPDWLRQ DOVR FRXOG KDYH QHJDWLYH FRQVHTXHQFHV LQFOXGLQJ UHSXWDWLRQDO KDUP JRYHUQPHQW LQYHVWLJDWLRG

$OWKRXJK ZH KDYH WDNHQ SUHFDXWLRQV WR SUHYHQW RXU LQIRUPDWLRQ FROOHFWLRQ SUDFWLFHVY DQG VHUYLFHV IURP EHLC
LQ WKH IXWXUH EH SURYLGHG LQ YLRODWLRQ RI VXFK ODZV ,I ZH RU RXU HPSOR\HHV UHSUHVHQWDWLYHV FRQWUDFWRUV Gl
VXEMHFW WR FLYLO RU FULPLQDO SHQDOWLHV LQFOMGNJIDWKR &RVEEEBD B VHROWWXRIKHUFHRBXW BWLROOKDI KU WDRQ O RMYHRI DFFHVV W
DXWKRUL]DWLRQV LQFOXGLQJ DQ\ UHTXLUHG OLFHQVH IRU D SDUWLFXODU WUDQVDFWLRQ PD\ EH WLPH FRQVXPLQJ LV QRW J

6RPH RI RXU WHFKQRORJ\ LQFRUSRUDWHYV *RSHQ MRPW RK'UVIREWZDWH WRKY RO ¢ RXWGSQDIDIR UPHIDQ ® VXEMHFW XV WR SRVVLEOH C

2XU SURGXFWYVY DQG VXEVFULSWLRQV FRQWDLQ WKLUG SDUW\ RSHQ VRXUFH VRIWZDUH FRPSRQHQWY DQG IDLOXUH WR FRPSO\
VXEVFUIZEKWLRWOQY DQG GLVWULEXWLRQ RI RSHQ VRXUFH VRIWZDUH PD\ HQWDLO JUHDWHU ULVNV WKDQ WKH XVH RI WKLUG SDUW
UHJDUGLQJ LQIULQJHPHQW FODLPV RU WKH TXDOLW\ RI WKH FRGH 0DQ\ RI WKH ULVNV DVWRALCRXKWGEZXVWE@& HWWWH R) RSIBQ WIRRKQ FW
XVHG LQ RXU VROXWLRQV FRXOG H[SRVH XV WR VHFXULW\ YXOQHUDELOLWLHV

6RPH RSHQ VRXUFH OLFHQVHV FRQWDLQ UHTXLUHPHQWY WKDW ZH PDNH DYDLODEOH VRXUFH FRGH IRU PRGLILFDWLRQV RU GHL
RSHQ VRXUFH VRIWZDUH HQF R XRH WKMIGH B DFRHUMWD LQ RSHQ VRXUFH OLFHQVHV EH UHTXLUHG WR UHOHDVH WKH VRXUFH FRGH RI
RWKHUZLVH EH OLPLWHG LQ WKH OLFHQVLQJ RI RXU VHUYLFHV HDFK RI ZKLFK FRXOG SURYLGH DQ DGYDQWDJH WR RXU FRPSH\
SRUWLRQ RI RXU SODWIRUP DQG FRXOG UHGKEW RRXBGLPOQRW®Y HR XUK A RFISNHL W IR R X UW\RH BY H B RMHWV D BIGOW U PSHU B G & PWOWZ P W IDR\Z F

7KH WHUPV RI PDQ\ RSHQ VRXUFH OLFHQVHV KDYH QRW EHHQ LQWHUSUHWHG E\ 8 6 FRXUWV DQG WKHUH LV D ULVN WKDW WKF
FRPPHUFLDOL]H SURGXFWV DQG VXEVFULSW L RZQHV FIDGQFQRRRVE FOUW/DAX U®IJ\ R X P K\DRNY WRZXDUU iU R RV RIFW URU FRQWUROOLQJ RXU XVH RI RS
HIHFWLYH )URP WLPH WR WLPH ZH PD\ IDFH FODLPV IURP WKLUG SDUWLHYV DVVHUWLQJ RZQHUVKLS RI RU GHPDQGLQJ UHOHDV
SURSULHWDU\ VRXUFH FRGH RU RWKHUZLVH VHHNLQJ W R KV R UFGD WAK\H FARKKIDREY URH Wi IORV DLS)S O L W B D W LRRSCH Q LWIRIXEUDINR. @ GREFHEUMIS X%
DQG ILQDQFLDO FRQGLWLRQ RU UHTXLUH XV WR GHYRWH DGGLWLRQDO UHVHDUFK DQG GHYHORSPHQW UH VR XU FHY) NRGEKDQIR |
GLVFRYHULQJ FHUWDLQ RSHQ VRXUFH VRIWZDUH FRGH LQ RXU SODWIRUP RU D ILQGLQJ WKDW ZH KDYH EUHDFKHG WKH MPHRQRVI
WKLQJV

¥ UHVXOWLQJ LQ WLPH FRQVXPLQJ DQG FRVWO\ OLWLIJDWLRQ
¥ GLYHUWLQJ RDWDRHPHIGNOWWHQWLRQ IURP GHYHORSLQJ RXU EXVLQHVV
¥ UHTXLULQJ XV WR SD\ PRQHWDU\ GDPDJHV RU HQWHU LQWR UR\DOW\ DQG OLFHQVLQJ DJUHHPHQWYV WKDW ZH ZRXOG (




FDXVLQJ GHOD\V LQ WKH GHSOR\PHMM RIVRW B BR®D VWIRWPRRHWWHUYLFH RI

UHTXLULQJ XNUWRJIVMRBWILQ VHUYLFHV RU IHDWXUHV RI RXU SODWIRUP

UHTXLULQJ XV WR UHGHVLJQ FHUWDLQ FRPSRQHQWYV RI RXU SODWIRUZK XA @ R XO@GV H H QKRN B (IR @ [ISRDIDM® HIQJ RU QR
UHTXLULQJ XV WR GLVFORVH RXU VRIWZDUH VRXUFH FRGH DQG WKH GHWDLOHG SURJUDP FRPPDQGV IRU RXU VRIWZDL
SURKLELWLQUKXYJIORPHXWDH IHHV IRU WKH SURSULHWDU\ VRIWZDUH WKDW XVHV FHUWDLQ RSHQ VRXUFH DQG
UHTXLULQJ XV WR VDWLVI\ LQGHPQLILFDWLRQ REOLJDWLRQV WR RXU FXVWRPHUV

:H SURYLGH VHUYLFH OHYHO FRPPLWPHQWYV XQGHU VRPH RI RXU FXVWRPHU FRQWUDFWV ,I ZH IDLO WR PHHW WKHVH FIRIQWUDF

&HUWDLQ RI RXU FXVWRPHU DJUHHPHQWY FRQWDLQ VHUYLFH OHYHO FRPPLWPHQWYV ZKI$EK FRXDIHQRY SRHF GIIL¥FDX\E\R QR/QUW RDRIXG
SHUIRUPDQFH RI RXU SODWIRUP DQG WKH DYDLODELOLW)\ RI VHUYLFHV WR FXVWRFAHUV[W,HQE HGJ B HUQLIREO/HRW B FPRIH \& HRIX B WPD W |
PD\ EH FRQWUDFWXDOO\IREW HIED MHNGVWRHSURXILBK DHUYLFH FUHGLWYV IRU IZRWIW H/ XVE K F U HSKAD\R Q R WD BISH @ @ FPHOUMHIULLQ G DD H B X L
GR QRW FXUUHQWO\ KDYH DQ\ PDWHULDO OLDELOLWLHV DFFRXHG HRYMH@XH ED/OKHF B WAKKGIW/YI R U R/SKHF K DVRIPAPQ WHELD @ W U [RERPEH@RBHUFL
GRZQWLPH WKDW H[FHHGV WKH VHUYLFH OHYHO FRPPLWPHQWYV XQGHU RXU DJUHHPHQWYV ZLWK RXU FXVWRPHUV

:H PD\ EHFRPH LQYROYHG LQ OLWHFMWXRQ WKDW PD\ DGYHUVHO\ DI

H PD\ EH VXEMHFW WR FODLPV VXLWV DQG JRYHUQPHQW LQYHVW L FDWVRQVF I/Q 8 RUEHIHMMR/HD REREGIEEK B\ \G D@ DOK G0 Q E FBID \U B G W PS
FRPSOLDQFH ZLWK ODZV DQG UHJXODWRU\ UHTXLUHPHQWY DQG RWKHU PDWWHUV DQG ZH PD\ EHFRPH VXEMHFIH VER OIGHGLHV WKE
FRPSOLDQFH LQ DOO PDWHULDO UHVSHFWV ZLWK DSSOLFDEOH DQWLWUXVW ODZV VXFK LQYHVWLJDWLRQ DV ZHOO DV DQ\ RWK
XQFHUWDLQ DQG WKHLU UHVXOW V 5AIQQ R HVHY SRU HRGOWR WRIRGH Z DK RHWWBYBWI\SHY Rl OHJDO SURFHHGLQJV FRXOG KDYH DQ DGY
UHVRXUFHV DQG FRXOG FDXVH XV WR LBQGKHJUWIRIAD [FDY B DEQVD GIGS HIDMRIVQR W LR@ EDR Q GWRU U H K K LIS B @ WM RR F KO0 QWLH) IRW U REQX B QEBHW K H6
WR SHULRG OOW WR HVWLPDWH VXEMHFWHW® RKDQUHVXQ® ¥ RX (RS PGYWURE®\ DV LV SRVVLEOH WKDW D UHVROXWLRQ RI RQH RLU
SHQDOWLHV WKDWHFRX @ & UD BXWIUYHI\OM CFRQVROLGDWHG ILQDQFLDO SRVLWLRTKHMH %0 RNVHRIGR QHY FR XRGVD RWRFDN K XIOW 2\Q LIQHIS |
RUGHUV UHTXLULQJ D FKDQJH LQ RXU EXVLQHVV SUDFWLFHV %HFDXVH RIURKHBRMW MWERMLDDHU MHVWW @ HS 8 QVSINWHYG KQHF G W B UG
WR VHWWOHPHQW DJUHHPHQWYVY %HFDXVH OLWLJDWLRQ LV LQKHUHQWO\ XQSUHGLFWDEOH |ZH W DRI R WUDE/X\KIUQHHVRX  W.IQD\Y AL R I
DQG SURVSHFWYV

2XU DELOLW\ WR PDLQWDLQ FXVWRPHU VDWLVIDFWLRQ ZLOO GHSHQG LQ SDUW RQ WKH TXDOLW\ RI RXU FXVWRPHU VXSSRUW

2QFH RXU SODWIRUP LV GHSORW/MZRUMK L ® RX B XKW RRRPHW GHSHQG RQ RXU FXVWRPHU VXSSRUW VHUYLFHV WR UHVROYH DQ\ LV
HIHFWLYH RQJRLQJ VXSSRUW RXU DELOLW\ WR VHOO DGGLWLRA{FMWNHEXEYE UROSW URGQ X WIRWH R W L @ K FRWWWHRTAMULR QZ R BO\OVE REH (0D ¥ IRl
QHWZRUNV DQG UHTXLUH KLJKHU OHYHOV RI VXSSRUW WKDQ VPDOOHU FXVWRPHUV )DHGW RQVRXRDERQW.MIHY K L UK T X0 WVWR | FRKS/K

: HP D'Q H M@ D LDVGHG L WEIDRSQUEID @ Q \U QIBRS BRXRIS H U DMVQIEQNH@ WY R O X VI KR B S [PVD EREMD Y D L (RIDE B WFAE H S WRRAIHY OOOQ K L FIR XIOKEG R KBIE L QVIRR P S |
DQG FRXOG KDUP RXU EXVLQHVV

5HWDLQLQJ RU H[SDQGLQJ RXU FXUUHQMUQEYW®D\RU ISTHUMRQREGLINQ R CDRGXEWY WR UHVSRQG WR EXVLQHVV FKDOOHQJHV LQF
RXU RSHUDWLQJ LQIUDVWUXFWXUH RU DFTXL UH H RBSOXP i QWRDWD IEKH/ IDEHMWHR Q QG IMHFLK/QIR® RILHAMQHUDWH WKH VLIQLILFDQW
UHGXFH RXU DELOLW\ WR FRPSHWFFRQ G LER)®DG @EHB RHRUHEXNDLIGHVY DGGLWLRQDO HTXLW\ RU GHEW ILQDQFLQJV WR VHFXUH DC
VLIQLILFDQW GLOXWLRQ RI WKHLU RZQHUVKLS LQWHUHVWY DQG WKH PDUNHW SULFH RI WKH FRPPRQ VWRFN FRXOG GHFOLQH ,
UHTXLUHG WR DFFHSW WHUPV WKDW UHVWULFW RXU RSHUDWLRQV RU RXU DELOLW\ WR LQFXU DGGS$Q\LRQWEH QG REW HFRH B GVKRI
RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

2XU EXVLQHVV LV VXEMHFW WR WKH ULVNV RI ZDU DREWS FFO®XPW GHIRE WAWW WRHAVYHRE RIUBBXYFWLYHBEGBLWMFWY LQ RXU VROXWL
SURYLVLRQV LQ YDULRXV DJUHHPHQWY SRWHQWLDOO\ H[SRVH ZH WR VXEVWDQWLDO OLDELOLW\ IRU LQWHOOHFWXDO SURSHUW

H PD\ EH VXEMHFW WR OLDELOLW\ FODLPV IRU G D RsDRBIW HIHLDIOWEIIGD WIRO H WU K 0D IRFU RAH RIWFKAHW LROF R X U UWHRIPEWW R QW KDUPYV RXU Ut
EXVLQHVV DQG UHV®COMKR RJ KR & H WY HRI@W O\ KDYH OLPLWDWLRQV Rl OLDELOLW\ SURYLVLRQVHE® RKHIOWSURW BR\E ¥R QGR W ER@VY
ORFDO ODZV RU RUGLQDQFHV RU XQIDYRUDEOH MX G L7ALHVCH GSHURLWLL\RLGR\Q Y GP IV\K Bl OBVGRL &/ i G 18 WWATMWLIGDWHY IRFCK NEVARRY 12 ED UHVIRQQIT ARXYSHSTRV VL R 1K
ULVN RI SURGXFW OLDELOLW\ FODLPV

$GGLWLRXNOMAWHHPHQWY ZLWK FXVWRPHUV DQG RWKHU WKLUG SDUWLHV W\SLFDOO\ LQFOXGH LQGHPQLILFDWHREG ®R B R WKHUW S
FODLPV UHJDUGLQJ LQWHOOHFWXDO SURSHUW\ LQIULQSHRMQ®M EQGE IVHE RWU IDWU RH P H QMW LLRQF\D XGLLR)Q DRRLCR Q GRH QDABISIDAIFWBEOH ODZ
RU RWKHU OLDELOLWLHV UHODWLQJ WR RU DULVLQJ I0RRVRIXERWREDFAMAD DQSU RMUVYILREYV RRW HRQV K K U YOLFW VWERNUZRHP @ R W IR @VMRHI i R
SRVVLELOLW\ RI WKHVH FODLRW ROGGHPAW WV REOQOIDYEROYVHEKHDWKHU IRU LQWHOOHFWXDO SURSHUW\ RU RWKHU FODLPV FRXO

$GGLWLRXNOADWIRUP DQG VROXWLRQV PD\ EH XVHG E\ RXU FXVWRPHUV DQG RWKHU WKLUG SDUWLHV ZKR REWDLQ DFFHVV WF
PLVXVHG E\ D FXVWRPHU WR PRRQLWRUL RX U @ DS PRQHHN WHKDYD F\L B O DIWMWHWV XQIGH H IDSSCBROHHDIEOH OD Z

‘XULQJ WKH FRXUVH RI SHUIRUPLQJ FHUWDLQ VROXWLRQ UHODWHG VHUYLFHV DQ® W RRHNNLRQRW EFH UNXLUFHH W KROXW DV 8 DY YU RKDWK
RI VXFK DFFHVV ZKLFK PD\ PDNH RXU FXVWRPHUV Y X OfH WDEXHPWWRXK BIOR.IF RR X VS DBW/L R UW \ FIRIX\DXGF K HHWPXS@R FIM@ RMH W ISKKV B WH R 'Q
KDUP WR RXU EXVLQHVV UHSXWDWLRQ DQG UHVXOWV RI RSHUDWLRQV

HoH H H H H




:H PDLQWDLQ LQVXUDQFH WR SURWHFW DJDLQVW FHUWDLQ FODLPV DVVRFLDWHG ZLWK WKH XVH RI RXU SURGXFWV EXW RXU L
XQVXFFHVVIXO FRXOG UHVXOW LQ WKH H[SHQGVWXLPH R QG&QREVKHY QHWVRXOW HRQ DRIGY KD WP PROXQD EXRHQWYV DQG UHSXWDWLRQ

JXWXUH DFTXLVLWLRQV VWUDWHILF LQYHVWPHQUXWOW & RUMGGHHUWLK L DVQ GR U QDADHILLIDQNFH VAR HQEGV BHKELDWWHQWLRQ RI NH\ PDQDJHF
DIHFW RXU UHVXOWYV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

$V SDUW RI RXU EXAH GBYW V@ WDKMHSDVW FRPSOHWHG LQYHVWPHQWY LQ DQG RU DFTXLVLWRRQ WD RUCARP\S\W R PIHRQNY DU M FORGRGS D Q WH
WHFKQRORJLHV LQ D VXFFHVVIXO PDQB HW L QRVK IE HXWBOHHWR QR YXDWDEWHH®YHVWPHQW DQG RU DFTXLVLWLRQ FDQGLGDWH
IDYRUDEOH WHUPV LI DW DOO ,I ZH GR FRPSOHWH LQYHVWPHQWY DQG RU DFTXLVLWLRQV ZH PD\ QRW XOWLPDWHO\ VWUHQJW
FRPSOHWH FRXOG EH YLHZHG QHJDWLYHO\ E\ RXU FXVWRPHUV RU LQYHVWRUV ,Q DGGLWLRQ LI ZH DUH XQVXFFHVVIXO DW LQW
FRXOG EH DIGI¥NEREIOQVDHIUDWLRQ SURFHVV PD\ UHTXLUH VLJQLILFDQW WLPH DQG UHVRIXPBEHQRWQEGXER DI RAOA B DE OBIVWHRRRID
SHUVRQQHO RU DFFXUDWHO\ IRUHFDVW WKH ILQDQFLDO LPSDFW RUBQHLBIYH K I/PH QWR S0 \DFITXK VL WERQ GHEVQ RIJFMWMARH H@ K DW L
ZKLFK FRXOG IMGYWEXHAL@DQFLDO FRQGLWLRQ DQG WKKH VACDOUMN R WHSTXILFH RIURDMY XKBOPR RNV WREW WR ILQDQFH DQ\ VXFK L@KHVW
LQFXUUHQFH RI LQGHEWHGQHVV ZRXOG UHVXOW LQ LQFUHDVHG IL[HG REOLJDWLRQV DQG FRXOG DOVR LQFOXGH FRYHQDQWV R

$GGLWLRQDO ULVNV ZH PD\ IDFH LQ FRQQHFWLRQ ZLWK LQYHVWPHQWY DQG RU DFTXLVLWLRQV LQFOXGH
¥ GLYHUVLRQ RI PDQDJHPHQW WLPH DQG IRFXV IURP RSHUDWLQJ RXU EXVLQHVV WR DGGUHVVLQJ DFTXLVLWLRQ LQWHJI

% FRRUGLQDWLRQ RI HQJLQHHULQJ DQDO\WLFV UHVHDUFK DQG GHYHORSPHQW RSHUDWLRQV DQG VDOHV DQG PDUNH!

% LQWHJUDWLRQ RI SURGKGYWDQG VHUYLFH RI

t UHWHQWLRQ RI NH\ HPSOR\HHV IURP WKH DFTXLUHG FRPSDQ\

t FKDQJHV LQ UHODWLRQVKLSV ZLWK VWUDWHJILF SDUWQHUV DV D UHVXOW RI SURGXFW DFTXLVLWLRQV RU VWUDWHJILF

t FXOWXUDO FKDOOHQJHV DVVRFLDWHG ZLWK LQWHJUDWQRDWRKQR\HHYV IURP WKH DFTXLUHG FRPSDQ\ LQWR WKH RU

% LQWHJUDWLRQ RI W KHDFFRXQWIGQERPOQOWHPHQW LQIRUPDWLRQ KXPDQ UHVRXUFHV DQG RWKHU DGPLQLVWUDWLYH V

% WKH QHHG WR LPSOHPHQW RU LPSURYH FRQWUROV SURFHGXUHV DQG ISR DH @HFON IBWH IF EQWURDWY SUKDRH GXURY V@RGWS

% ILQDQFLDO UHSRUWLQJ UHYHQXH UHFRJQLWLRQ RU RWKHU ILQDQFLDO RU FRQWURO GHILFLHQFLHV RI WKH DFTXLUHC

t OLDELOLW\ IRU DFWLYLWLHV RI WKH DFTXLUHG FRPSDQ\ EHIRUH WKH DFTXLVLWLRQ LQFOXGLQJ LQWHOOHFWXDO SUR
OLDELOLWLHYV

% XQDQWLFLSDWRGJEHWDWDI) R I

% OLWLJDWLRQ RU RWKHU FODLPV LQ FRQEBRWLRQ ZQWIKP W Kbl RIPF WXIUPH® FWPSDIQR SOR\HHYV FXVWRPHUV IRUPHU VWRFN

7KH IDLOXUH WR DGGUHVV WKHVH ULVNV RU RWKHU SUREOHPV HQFRXQWHUHG LQ FRQQHFWLRQ ZLWK DFTXLVLWLRQV DQG LQYH
XQDQWLFLSDWHG OLDELOLWLHV DQG KDUP RXU EXVLQHVV JHQHUDOO\

2XU LQWHUQDWLRQDO RSHUDWLRQV H[SRVH XV WR VLJQLILFDQW ULVNV DQG IDLOXUH WR PDQDJH WKRVH ULVNV FRXOG DGYHU

:H GHULYHG DQG RI RXU WRWDO UHYHQXH IURP RXU LQWHUQDWLRQDDXBXMMNRZRKUVWR D WLIHIFR D@ X BHHR/J EDDSEKA IR QEOC\QHABRY |
VXFKRRHIWYV ZLOO EHKWWXH AHWHYQDWLRQDO RSHUDWLRQV ZLOO UHTXLUH VLIJQLILFDQW PDQDJHPHQW DWWHQWLRQ DQG ILQDQFLD

¥ JUHDWIHRXGWN LQ QHIJRWLDWLQJ FRQWUDFWYV ZLWK VWDQGDUG WHUPV HQIRUFLQJ FRQWUDFWYVY DQG PDQDJLQJ FROOF

t KLJKHU FRVWV Rl GRLQJ EXYEQKGE VQIQMRHUND WQ RXQUDDHG L Q. FHY W S B BH VKQ @ HDRIGS P B QWIRIUQLQW RUQDWLRQDO RSHUDWI
DSSOLFDEOH

PDQDJHPHQW FRPPXQLFDWLRQ DQG LQWHJUDWLRQ SUREOHPV UHVXOWLQJ IURP FXOWXUDO DQG JHRJUDSKLF GLVSHU\
ULVNV DVVRFLDWHG ZLWK WUDGH UHVWULFWLRQV DQG IRUHLJQ OHJDO UHTXLUHPHQWY LQFOXGLQJ DQ\ LPSRUWDWLF
JUHDWHU ULVN RI XQH[SHFWHG FKDQJHV LQ DSSIOL BIEOW DR OHLZM) DADE W UHDM OHDW RU\ SUDFWLFHY WDULI

FRPSOLDQFH ZLWK DQWL EULEHWKE DK R FOOXE WERAWKMWILERGDWLRQV RI ZKLFK FRXOG OHDG WR VLJQLILFDQW ILQHV ¢

KHLIKWHRKG | RUBR U IEXSM QG HD ¥ WE HHQUIDR JUDBEREHR S U RSIWD X G X D @)W D Q J WKRDIWAR/S D E @D QAL \DEDQ WH/VIX@ MW W D \R HPUHQUAN X OQ
ILQDQFLDO VWDWHPHQWYV

WKH XQFHUWDLQW\ RI SURWHFWLRQ IRU LQWHOOHFWXDO SURSHUW\ ULJKWV LQ VRPH FRXQWULHV

JHQHUDO HFRQRPLF DQG SROLWLFDO FRQGLWLRQV LQ WKHVH IRUHLJQ PDUNHWYV

IRUHLJQ H[FKDQJH FRQWUROV RU WD[ UHIJXODWLRQV WKDW PLJKW SUHYHQW XV IURP UHSDWULDWLQJ FDVK HDUQHG R
SROLWLFDO DQG HFRQRPLF LQVWDELOLW\ LQ VRPH FRXQWULHYV

WKH SRWHQWLDO IRU IRUHLJQ JRYHUQPHQW GHPDQGV IRU DFFHVV WR LQIRUPDWLRQ RU FRUSRUDWH SURSHUW\
GRXEOH WD[DWLRQ RI LQWHUQDWLRQDO HDUQLQJYVY DQG SRWHQWLDOO\ DGYHUVH WD[ FRQVHTXHQFHV GXH WR FKDQJH
XQH[SHFWHG FRVWV IRU WKH ORFDOL]DWLRQ RI VHUYLFHV LQFOXGLQJ WUDQVODWLRQ LQWR IRUHLJQ ODQJXDJHV DQ"

H oo+ H H
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UHTXLUHPHQWY WR FRPSGC DLW IS URWHRWLRQL YIDFEG LQIRUPDWLRQ VHFXULW\ ODZV DQG UHJXODWLRQV DQG WKH ULVN"'
JUHDWHARXGWN LQ LGHQWLI\LQJ DWWUDFWLQJ DQG UHWDLQLQJ ORFDO TXDOLILHG SHUVRQQHO DQG WKH FRVWYV DQG |
JUHDWHRXGWN LGHQWLI\LQJ TXDOLILHG GLVWULEXWLRQ SDUWQHUV DQG PDLQWDLQLQJ VXFFHVVIXO UHODWLRQVKLSV .
GLHULQJ HPSOR\PHQW SUDFWLFHVY DQG ODERU UHODWLRQV LVVXHV DQG

¥ GLLFXOWLHV LQ PD@JILQW BDOQOONWRQO A RFUHDVHG WUDYHO LQIUDVWUXFWXUH DQG OHJDO FRPSOLDQFH FRVWYV DVV

$GYHUVH FKDQJHV LQ JOREDO UHJLRQDO RU ORFDO HFRQRPLF FRQGLWLRQV LQFOXGLQJ UHFHVVLRQ RU VORZLQJ JUREZWK D\GKI
KLIKHU LQWHUHVW UDWHV WLJKWHU FUHGLW LQIODWLRQ | WRAHWXFMNSLWHD Q. Gif § HOQ 8 HW X QHX Qi PESYOWR\® H QWH VD QEGF O R BHFIFRQ VX 6
VXSSO\ FKDLQ H[SHQVHV GULYHQ LQ SDUW E\ LQIODWLRQ KDYH QHJDWLYHO\ LPSDFWHG RXU UHVXOWV RI RSHUDW HPGD R\GIG Pl
DQG LQIUDVWUXFWXUH FRVWYV GHFUHDVHG GHPDQG IRR \RKH NHWUNQWHVXE®Q ¢ ROCDMLIRIL WR Q QY LVOKKEHNQ @ D@EEHIDO WD RINFHEARMWER Q R B
RI RSHUDWLRQV

$GGLWLP®DORN RXU VDOHV FRQWUDFWYV DUH FXU U HQWWDU HQUQ\RPH @IDQWHRE MK B 8 66 RBRMIDIDW FRXBGHILQFUHDVH WKH FRVW RHRWUWR
EXVLQHVV DQG UHVXOWV RI RSHUDWLRQV ,Q DGGLWLRQ DQ LQFUHDVLQJ SRUWLRQ RI RSHUDWLQJ H[SHQVHV LV H[SHFWHG WR
FKDQJHV LQ IRUHLJQ FXUUHQF\ H[FKDQJH UDWHV ,I ZH EHFRPH PRUH H[SRVHG WR FXUUHQF\ IOXFWXDWLRQV DQG DUH QRW DEC
D G Y H U VHFON HXG

,Q DGGLWLRQ LQWHUQDWLRQDO QDWLRQ VWDWHV FRQWLQXH WR LQFUHDVH WKHLU WKUHDWYV RI DFWLRQ DJDLQVW RWKHU FRX
UHFHQW PLOLWDU\ DR LYEW\WIQDSNBDBILSQHRYLGH SURGXFWY DQG VHUYLFHV WR KLJK SURILOH FXVWRPHUV LQ PDQ\ RI WKH FRXQ
PDNH WKRVH FXVWRPHUMW\Q GR X VDSRVWIHQW LDLOWKBVH QDWLRQ VWDWHY DQG WKHLU SUR[LHV FUHDMWIYHIODPGGLWLRQDO ULVNV WR

HooH H

2XU VXFFHVV ZLQE 6BSWQRQLRXO DRE L O LHFWWI R HI0Q WP IDRQL IFIBHW WHHB@® WILIRQN R | RXU LQWHUQDWLRQDO RSHUDWLRQV DQG HQWU\ LQWF
DWWHQWLRQ DQG ILQDQFLDO UHVRXUFHV 2XU IDLOXUH WR VXFFHVVIX0OO\ PDQDJH LQWHUQDWLRQDO RSHUDWLRQV DQG WKH DV

2XU DELOLW\ WR XVH RXU QHW RSHUDWLQJ ORVV FDUU\IRUZDUGY DQG FHUWDLQ RWKHU WD[ DWWULEXWHY PD\ EH OLPLWHG

$V RI -DQXDU\ DQG -DQXDU\ ZH KDG DJJUHJDWH 8 6 IHGHUBPDODQEB Y WQ®H QH W LFROAKLRBEV RIOHIVESHR RDWAIFHIRUDLK VIRNUUMIRWEDN C
LQFRPH WD[ SXUSRVHV

86 IHGHUDO QHW RSHUDWLQJ ORVV FDUU\IRUZDUGY JHQHUDWHG LQ WD[DEOH \HEHW EXWIXQGL YD DHEGHH QERREUBQGHU RDDTERHI
&XWV DGEWRBIKHH W DV PRGLILHG E$L\EK 3 AU Q D ®IGU XFRFUR PWK 16 I$&RB([6WB\ 6 IHGHUDO QHW RSHUDWLQJ ORVVHV JHQHUDWHG L¢
FDUULHG IRUZDUEXWQWKH.GQHEXBWLELOLW\ RI VXFK QHW RSHUDWLQJ ORVYV FDUU\IRUZDUGY LQ WD[DEOH \HDUV EHJLQQLQJ DIWH
ZLOO FRQIRUP WKHLU WD[ ODBVW ®G WH$RK @SN ERQV WR WKH

, I QRW XWLOLJHG PLOOLRQ RI RXU 8 6 IHGHUDO QHW RSHUDWLQJ ORVV FDUU\IRUZDUGYV H[SLUH RQ YDULBKXY GO YWV RQKRIRY
RSHUDWLQJ ORVV FDUU\IRUZDUGY GHSHQGV RQ IXWXUH WD[DEOH RQERHH VINQ Q IWHTHUH IRW DDUIGWN ARKDW H{ 3 HQHL K @ M VIHRK\RHIWY EIES
LQFRPH WD[ OLDELOLWLHVHEWLRKUFRXOEODEW RURSGUDWLRQV

,Q DGGLWLRQ XQGHU 6HFWLRQV DQG RI WKH ,QWHUQDO 5HYHQXMHRER@THRRZQH DVKRBHEXDHGE HW KIHH @&RI®H O\ LG HJI LRRHUG RV DN
E\' ® SHUFHQW VKDUHKROGHUV® RYHU D URODEIQJILWK WHH XHB R % H WBURG F KK A RUSW IRBBW UQVL QJ ORN W RXWUSRYMU FKID@G HR WEKHRIP
:H PD\ H[SHULHQFH RZQHUVKLS FKDQJHV LQ WKH IXWXUH DV D UHVXOW RI VKLIWV LQ RXU VWRFN RZQHUVKLS ZKLFK PD\ EH RX'
FDUU\IRUZDUGV LV VXVSHQGHG RU RWKHUZLVH OLPLWHG ZKLF&VFRXMEXOFWHOHDBD WD RQY GHW PWRQHEW 8 \ LIQEFRPHHD \RHK V VDIE W 6! L WHWI
8 6 IHGHUDO WD[DEOH LQFRPH PD\ EH VXEMHFW WR OLPLWDWLRQV ZKLFK FRXOG SRWHQWLDOO\ UHVXOW LQ LQFUHDVHG IXWXLl

7D[L @YW KR PDW IXH¥ H VY VXY@ @I KR XOGEHR O O R BYWWHEW X KR X& 06 U B GDHNGV M D OXGIGRIGL P LVO D B @ GH- R XBRE X E NMAHBAMD EA LOM BV YV SNHEFDVR WX W X/ D 2K\ F
FRXOG DG YHRW HRXWUDUHVXOWY RI RSHUDWLRQV

:H GR QRW FROOHFW VDOHV DQG XVH YDOXH DGGHG RU VLPLODU WD[HV LQ DOO MXULVGLFWLRQV LQ ZKLFK ZH KDYH VDOHV EH
DGGHG DQG VLPLODU WD[ ODZV DQG UDWHYV YDU\ JUHDWO\ E\ MXULVGLFWLRQ &HUWDLQ MXULVGLFWLRQV LQ ZKLFK ZH GR QRW
XV RU RXU FXVWRPHUV IRU WKH SDVW DPRXQWV DQG ZH PD\ EH UHTXLUHG WR FROOHFW VXFK WD[HV LQ WKH IXWXUH ,I ZH DU}
DIHFW RXU UHVXOWV RI RSHUDWLRQV

2XU RSHUDWLRQV DQG LQWHUFRPSDQ\ DUUDQJHPHQWYV ZLOO EH VXEMHFW WR WKH WD[ ODZV RI YDULRXV MXULVGLFWLRQV DQC

:H SODQ WR H[SDQG RXU LQWH WD WXE8EMOWRE KU EWNVR Q W VDD EQBIAGBNWHW R DW LZRHQ DIOO BDIHNHWD OO\ FRQGXFW LQWHUQDWLRQDO RS
UHSRUW RXU WD[DEOH LQFRPH LQ YDULRXV MXULVGLFWLRQV ZRUOGZLGH EDVHG XSRQ RXU EXVLQHVV RSHUDWLRQV LQ WKRVH |
DXWKRULWLHV LQ YDHH RXRWR MXW LR/GW BINHHROW MK WIQVGLFWLRQV PD\ GHSHQG RQ WKH DSSOLFDWLRQ RI WKH WD[ ODZV RI WKH YDU
FKDQJHV LQ WD[ UDWHV QHZ RU UHYLVHG WD[ ODZV RU LQWHUSUHWDWLRQV RI H[LVWLQJ WD[ ODZV DQG SROLFLHV DQGRKU D
UHOHYDQW WD[LQJ DXWKRULWLHYV PD\ GLVDJUHH ZLWK RXU GHWHUPLQDWLRQV DV WR WKH LQPRBHRXQGS R VI MQ\RQV ZDW WILRE XWX D
SD\ DGGLWLRQDO WD[HV LQWHUHVW DQG SHQB®QWHKIHN FIL MK W R K O G WHHW XIDOMG X@ HR3 ADW KPIKD VD BRBUORZHU RYHUDOO SURILWD

:H ZLOO EH VXEMHFW WR 8 6 IHGHUDO VWDWH DQG ORFDO LQFRPH VDOHV DQG RWKHU WD[HV LQ WKH 8QLWHG 6WDWHV DQG
HYDOXDWLQJ RXU WD[ SRVLWLRQV DQG RXU ZRUOGZLGH SURYLVLRQ IRU WD[HV 'XULQJ WKH RUGLQDU\ FRXUVH RI RXU EXVLQHYV
WD[ REOLJDWIFR\QW B QW HUDWH YV IHFXWHEG EN PIGYRIUHAH OQ DVKH UHOHYDQW WD[ DFFRXQWLQJ DQG RWKHU ODZV UHJXODWLRQV Sl
ORVVHV RU ORZHU WKDQ DQWLFLSDWHG HDUQLQJV LQ MXULVGLFWLRQV ZKHUH ZH KDYH ORZHU VWDWXWRU\ UDWHV DQG KLJKHL
RU E\ FKDQJHV LQ WKH YDOXDWLRQ RI RXWP BDHEHUDXGLWEBL DWWV MIVVWLBRE® RKDEVGLWWHRQV DQG VXFK MXULVGLFWLRQV PD\ DVVH




DJDLQVW LW (YHQ LI ZH EHOLHYH RXU WD[ HYWLPDWHY DUH UHDVRQDEOH WAKH{ QD DIDR B HRAXHIUKRIL\DVD RALIRRD & | DI\ SWIR[YD X G R WK FEG
RXU UHVXOWY RI RSHUDWLRQV RU FDVK IORZV LQ WKH SHULRG RU SHULRGV IRU ZKLFK D GHWHUPLQDWLRQ LV PDGH

, RXU HVYWLPDWHY RU MXGJPHQWYVY UHODWLQJ WR RXU FULWLFDO DFFRXQWLQJ SROLFLHV SURYH WR EH LQFRUUHHFRMWRIG ILQDQFI

7KH SUHSDUDWLRQ RI ILQDQFLDO VWDMWHRHGW W DQ IFRHPIRQWLW R ZPLDMNKI *H BAM. PDRAFH U PIRX® W V VXPSRUW RE WX RWUDFRQVROL G D W K®
KLVWRULFDOO\ EDVHG RXU HVWLPDWHY RQ KLVWRULFDO H[SHULHQFH DQG RQ YDULRXV RWKHU DVVXPSWLRQVLWRDWFRODOBDIOH ¥
JLOQDQFLDO &RQGLWLRQ D QMK HHWMX\OVOW R | RISWK BWH RYWLPDWHY IRUP WKH EDVLV IRU PDNLQJ M XGI® MKWHVDPRROQW WK K HF DRIQ XIHQC
UHDGLO\ DSSDUHQW IURP RWKHU VRXUFHV 6LJQLILFDQW DVVXPSWLRQV DQG HVWLPDWHYV XVHG LQ SUHSDULQJ RXU FRQVROLGD
GRXEWIXO DFFRXQWV FRVWV WR REWDLQ RU IXOILOO D FRQWUDFW YDOXDWLRQ RI FRPPRQ VWRFN YDOXDWLRQ RI VWRFN EDV
UHODWHG GHIHUUHG WD[HV 2XU UHYVKORWAH B | LR SRXUD BN\LRQR/S WRL\R B B & B BHIW HROR ADIMDKFRAEHD DQF R ¥ B XPWWWKIPGMH\R QY| ZKLFK FRXOG FL
H[SHFWDWLRQV RI LQGXVWU\ RU ILQDQFLDO DQDO\WWY DQG LQYHVWRUV UHVXOWLQJ LQ D GHFOLQH LQ WKH PDUNHW SULFH RI

$GGLWLRODOMO UHIJXODUO\ PRQLWRU RXU FRPSOLDQFH ZLWK DSSOLFDEOH ILQDQFLDO UHSRUWSQ.D WHYQXG W BN CHZGYWHDYQ GIZ UG
VWDQGDUGY DQG FKDQJHV LQ WKHLU LQWHUSUHWDWLRQ ZH PLJKW EH UHTXLUHG WR FKDQJH RXU DFFRXQWLQJ SROLFLHV DOV
UHSRUWLQJ VWDQGDUGYV RU ZH PD\ EH UHTXLUHG WR UHVWDWH RXU SXEOLVKHG ILQDQFLDO VW D WIHRFMQRQY R6OUF Kl HFSOWQD MAL RAGR
DQG SURILW RU FDXVH DQ DGYHUVH GHYLDWILHRQVI URCL RK P D\HF H QDX\M LY ® G \RISAHSLODAWL R X LS WIRQDVW ALDO UHVXO WV

2XU EXVLQHVV ZLOO EH VXEMHFW WR WKH ULVNV RI QDWXUDO FDWDVWURSKLF HYHQWYV DQG WR LOQWHUUXSWLRQ E\ PDQ PDGH ¢

$ VLIQLILFDQW QUWKK DU BQVIDVUMAKITXDNH D ILUH D IORRG RU VLJQLILFDQW SRZHU RXWDJH FRXOG KDYH D PDWHULDO DHFWH &
SHUVRQQHO GDWD FHQWHUV VXSSO\ FKDLQ PIDEQXXIDWWW R LRURYHGERRIW RULORIL DWW GFYHIURYRGHIUWILFHYV VXFK DV PDQXIDFWXL
FKDQJH FRXOG UHVXOW LQ DQ LQFUHDVH LQ WKH IUHTXHQF\ RU VHYHULQVR B P MW WRXQ DVH BH.Q R U R/H UWA V VOHW ¥ HR bl YPHDEQVX 1\ KW WUZ ) R
HYHQWV GLVFXVVHG DERYH ZH FRXOMVUNXYRROW\ QHPYNYKE LIEUD @ CIMIAMVRID XFRIPE X WBUWHWD ZDUH YLUXVHV DQG FRPSXWHU KDFNI
PRUH SUHYDOHQW LQ WKHG@ERNVHFQWHWQDRQGRVWHPV PD\ EH YLFWLPL]HG E\ VXFK DWWDFNV /LNHZLVH ZH FRXOG EH VXEMHF
WKH RQJRLQJ FRQIOLFW EHWZHHQ 5XVVLD DQG 8NUDLQH

$OWKRXJK ZH PDLQWDLQ LQFLGHQW PDQDJHPHQW DQG GLVDVWHU UHVSRQVH SODQV LQ WKH HYHQW RI D PDMRU GLVUXSWLRQ
LQWHUUXSWLRQV UHSXWDWLRQDO KDUP GHOD\V LQ RXU GHYHORSPHQW DFWLYLWLHY OHQJWK\ LQWHUUXSWLRQV LQLFHWQYWFW
FRPSHQVDWH LW IRU WKH SRWHQW LR R L MOH ULLFFDLQLW FO B @ GHRWZKH B DAHIRQ SROLWLFDO XQUHVW FRXOG DOVR FDXVH GLVUXSWLRC
SDUWQHUV RU FXVWRPHUV RQ\ WKWUKXBRQR WR RXKRXBSO\ FKDLQ PDQXIDFWXUHUV ORJLVWLFV SURYLGHUV SDUWQHUV RU F
RQ RXU ILQDGROL®D G IUWKK MWRUHPHQWLRQHG ULVNV PD\ EH IXUWKHU LQFTZRHIVKHGHLW B QWD WW B W DIR RRYl WK 15 ®ER Y HS U R R M OMGR UBHHY X (
GHOD\ LQ WKH PDQXIDFWXUH GHSOR\PHQW RU VKLSPHQW RI RXU SURGXFWV RXUHEXMM®HVV ILQDQFLDO FRQGLWLRQ DQG UH\

2XU PDQDJHPHQW SUHYLRXVO\ LGHQWLILHG PDWHULDO ZHDNQHVVHV LQ RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQ
,Q WKH IXWXUH ZH PD\ LGHQWLI\ DGGLWLRQDO PDW HURW DY HHD\WHY @B ® R B QRWKRQ RIVWHU | DLIQD Y/RL B D LOMERIWQWH Q) ZKLFK PD\ UH
WR IDLO WR PHHW RXU SHULRGLF UHSRUWLQJ REOLJDWLRQV

,Q FRQQHFWLRQ ZLWK WKH SUHSDUDWLRQ DQG DXGLW RI RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV IRU WKH ILVFDO \HDU
LQWHUQDO FRQWURO R YHHDUN H QLD ZHi® NGISRW DV RRREEHIQ BMH@®R). Rl GHILFLHQFLHY LQ LQWHUQDO FRQWURO RYHU ILQDQFLDO UH
DQQXDO RU LQWHULP ILQDQFLDO VWDWHPHQWV ZLK G QR W REM ISOUNHD MIQWIHCE RU B H SHHIFWRHIBQ R Q RLWIKPBIQ \DBSBWIRSULDWH GHJUHH F
WUDLQLQJ WR DSSURSULDWHO\ DQDO\]JH UHFRUG DQG GLVFORVH DFFRXQWLQJ PDWWHUV FRPPHQVXUDWH ZLWK RXU DFFRXQWL!
UHVSRQVLELOLWLHYV LQ SXUVXLW RKRXUP DMWHIQALMD® @ HIHBRHWWL DR RE MIHEEXW. NG WR WKH IROORZLQJ DGGLWLRQDO VHSDUDWLRQ R
SRVW MRXUQDO HQWULHV ZLWKLQ RXU JHQHUDO OHGJHU VH WH® QIRWG G HIV L SIGHESTIGY Hi IBLEDGWD U R OMIZR Y FI DR XQINR ULPHDRVR IQRFQ. QAL HD RAKLGRRQOY
VIVWHPV WKDW DUH UHOHYDQW WR WKH SUHSDAH WIL& QQ RWRXHVILLIWD QG GDRDY YW WHP H QWS URSHBRI ERDQOM PDQDJHPHQW FRQWUR
DQG GDWD IFHEMNQIHVIDOPBSPLBEOWILRQYV DQG XQGHUO\LQJ DFFRXQWLQJ UHFRUGY DUH LGHQWLILHG WHVWHG DXWKRUL]JHG DQG LI
DQG WKDW DGHTXDWHO\ UHVWULFW XVHU DQG SULYLOHJHG DFFHVV WR ILQDQFLDO DSSOLFDWLRQV SURJUDPV DQG GDWD WR D
LY WHVWLQJ DQG DSSURYDO FRQWUROV IRU SURJUDP GHYHORSPHQW W R HTQVOULHR MEK\B VIQ R W ZG\HR/IIWI RpDRBIGE I DAHREWBLPRAIGHN RLWH D O
EDVHG FRPSHQVDWLRQ PRGLILFDWLRQV

$V GLVFXVVHG LQ WKH )RUP $BVLIQOHGS$BWWRR WKHSKX@ULRR&RPPLWWHH RI WKH %RDUG RI 'LUHFWRUV WKH 3$XGLW &RPPLWWHH"
UHFRPPHQGDWLRQ RI PDQDJHPHQW WKDW RXU XQDXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG UHODWHG GLVFORYV
6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ WKH 3%6(& RQ 'HFHPEHU 7KH HVKRNOI® QR RORYHMXEW BRH OMKHE &RSRID GX B RVR [DSB BIR 8L
FRPSHQVDWLRQ DZDUGV WKDW ZHXHXMWW XHG D QW KRHX W RADHIG ERIVWBHM HRQ WHKH RHRP SD KDY ® YHUVMDWR®@ HOQW UHODWHV WR VWRFI
WKH &RFSRXQWIVWDQGLQJ UHVWULFWHG VWRFN XQLWW 3568WRRBN D Q WHIEWE G HHEXMDM® PW R G HIFV W R QUKINV JR U P 4 ZLWK WKH 6(&

:LWK WKH RYHUVLJKW RI VHQLRU PDQDJHPHQW ZH KDYH LQVWLWXWHG DQG FRQWLQXH WR H[HFXWH RQ SODQV WR UHPHGLDWH
DFFRXQWLQJ SHUVRQQHO ZLWK SXEOLF FRPSDQ\ UHSRUWLQJ DQG DFFRXQWLQJ RSHUDWLRQV H[SHULHQFH LPSOHPHQWLQJ WKF
DFFRXQW UHFRQFLOLDWLRQV DQG IRUPDOL]LQJ WKH GRFXPHQWDWLRQ DQG SHUIRUPDQFH RI LQIRUPDWLRQ WHFKQRORJ\ JHQH!

:KLOH ZH LPSOHPHQW DQG H[HFXWH RQ RXU SODQ WR UHPHGLDWH WKH PDWHULDO ZHDNQHVVHV GHVFULEHG DERYH ZH FDQQR\
LQVXALHQW WR UHPHGLDWH WKH PDWHULDO ZHDNQHVVHWFMXEFHWJIWOOQDQGFRYWHRBDLRMHW WRDQIFLD ® QG PRUWYW WL QVHKIH UHOL
FRPPRQ VWRFN FRXOG EH P DWW HMBOIDQ DIQYCHDEERY BUVKHODQFH WKDW WKH LPSOHPHQWDWLRQ RI WKLV SODQ ZLOO UHPHGLDWH Wk
ZHDNQHVVHV RU VLJQLILFDQW GHILFLHQFLHV LQ RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ ZLOO QRW EH LGHQWL




IXWXHWH IDLOXUH WR LPSOHRPHQW BQ@WBUQWOLRKREWURO RYHU ILQDQFLDO UHSRUWLQJ FRXOG UHVXOW LQ HUURUV LQ RXU ILQD
RXU UHSRUWLQJ REOLJDWLRQV

:H PD\ H[SHQG VXEVWDQWLDO IXQGV LQ FRQQHFWLRQ ZLWK WKH WD[ OLDELOLWLHVY WKDW DURVH XSRQ WKH VHWWOHPHQW RI L

:H PD\ H[SHQG VXEVWDQWLDO IXQGV WR VDWLVI\ PLQLPXP VWDWXWRU\ WD[ ZLWKKROGLQJ DQG UHPLWWDQFH REOLJDWLRQV WK
WKH VHWWOHPHQW GDWHV IRU RXU 568V ZH KDYH XQGHUWDNHQ VHOO WR FRYHU WUDQVDFWLRQV ZKHUH D SRUWLRQ RI WKH V!
DQG VXEVHTXHQWO\ UHPLWWHG WR WKH UHOHYDQW WD[ DXWKRULWLHV WR FRYHU FHUWDLQ WD[ OLDELOLWLHV RQ EHKDOI RI W
FRPPRQ VWRFN ZKLFK ZH UHIHU WR DV D QHW VHWWOHPHQW ,Q FRQQHFWLRQ ZLWK WKHVH QHW VHWWOHPHQWY ZH ZLWKKROC(

W KDV FRPH WR RXU DWWHQWLRQ WKDW FHUWDLQ WD[ OLDELOLWLHV SHUWDLQLQJ WR 568V WKDW ZHUH QHW VHWWOHG LQ FDC(
UHOHYDQW WD[ DXWKRULWLHV LQFGKX0UGJILW KMK I & bl R RH\OV 5RiIlY FIRUKXEIHERDYQBFHWMOCEWHH F WUWR B V. QURHEBINYW DQG SHQDOW LIHY WZRQFR
EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV Rl RSHUDWLRQV

5LVNV 5HODWHG WR 26ZHFAXUWMKMISHR | 2 XU

7KH PDUNHW SULFH RI RXU VHFXULWLHV KDV EHHQ DQG LV OLNHO\ WR EH KLJKO\ YRODWLOH DQG \RX PD\ QRW EH DEOH WR UH"
YRODWLOH DQG \RX FRXOG ORVH DOO RU SDUW RI \RXU LQYHVWPHQW

7KH IROORZLQJ IDFWRUV LQ DGGLWLRQ WR RWKHU IDFWRUV GHVF{QEKBOLRHE R UW B QVNR PIPF W R UR/D \VKIE WH. PQV D QWL LIGFFOIXE H 8 SHE
WKUHDWHQHG RU DFWXDO OLWLJDWLRQ RU JRYHUQPHQW LQYHVWLIJDWLRQV

WKH RFFXUUHQFH RI VHYHUH ZHDWKHU FRQGLWLRQV DQG RWKHU FDWDVWURSKHV

SXEOLFDWLRQ RI UHVHDUFK UHSRUWYV RU QHZV VR/R SRAN \BERK R UK 'Q HR B W IERHP SIHHW R WIRHIY GDWR R Q L @G XAWMKG UDZDO R
WKH SXEGIDFWLRQ WR RXU SUHVV UHOHDVHV RXU RWKHU SXEOLF DQQRXQFHPHQWY DQG RXU ILOLQJV ZLWK WKH 6(&
DQQRXQFHPHQWYVY E\ XV RU RXU FRPSHWLWRUV RI DFTXLVLWLRQV EXVLQHVV SODQV RU FRPPHUFLDO UHODWLRQVKLS\
DQ\ PDMRU FKDQJH LQ RXU %RDUG RU VHQLRU PDQDJHPHQW

DGGLWLRQDO VDOHV RI RXU VHFXULMEHV\E R ¥ VS (ROQF IGS DG FAWRIFW KIR[GIG MW\ YH RI

DGYHUVH PDUNHW UHDFWLRQ WR DQ\ LQGHEWHGQHVV ZH PD\ LQFXU RU VHFXULWLHV ZH PD\ LVVXH LQ WKH IXWXUH
VKRUW VDOHV KHGJLQJ DQG RWKHU GHULYDWLYH WUDQVDFWLRQV LQ RXU VHFXULWLHV

H[SRVXUH WR FDSLWDO PDUNHW ULVNV UHODWHG WR FKDQJHV LQ LQWHUHVW UDWHV UHDOL]HG LQYHVWPHQW ORVVH
RXU FUHGLWZRUWKLQHVV ILQDQFLDO FRQGLWLRQ SHUIRUPDQFH DQG SURVSHFWYV

RXU GLYLGHQG SROLF\ DQG ZKHWKHU GLYLGHQGV RQ RXU FRPPRQ VWRFN KDYH EHHQ DQG DUH OLNHO\ WR EH GHFOI
SHUFHSWLRQV Rl WKH LQYHVWPHQW RSSRUWXQLW\ DVVRFLDWHG ZLWK RXU VHFXULWLHV UHODWLYH WR RWKHU LQYH)\
UHJXODWRU\ RU OHJDO GHYHORSPHQWYV

FKDQJHV LQ JHQHUDO PDUNHW HFRQRPLF DQG SROLWLFDO FRQGLWLRQV

FRQGLWLRQV RU WUHEBYUIDS RXHVLRG KXWWRPHUV DQG

FKDQJHV LQ DFFRXQWLQJ VWDQGDUGYV SROLFLHV JXLGDQFH LQWHUSUHWDWLRQV RU SULQFLSOHV

, QD G G L AU RABEU 1D IDME X V VDB WPFDUQVH J D WOLIM FAGKRHD U 1S K WWAEIRIX\UH F X UUL MVOLCHORGROXIIFWVRE Bl O DSHLLQ R U MIHEEFFHAERY RRXGUR Q B DR D XR/ KWW FSEINVEGIH F QIDGEHDGX
XQH[S H F, QDHZEE QWY RSED VR P S DY KHIIVWHH S H U L MR © B I GPHDAIS I WEENY K W WURIDNEHH QL E NWRFFWE X UFLONDMFV RVS L BIVG/HL R UL Y KikS J BO R F H H G H © RIMRKILIV'S |
L@SULO DSX U S R EGENSWH RR)S OZIDLM DIHG@KYILLR O DRAN IRKYG/HVUHIFOX LOLDAZVHMD U WR 6 HH Q G D Q RVO/XALQRH U R B XX U DHGBAU PH{ B F XRIL F H LRV Q W\ @K1 H/QK
P D WYY HRUU REXXQR\W L RIMAKWR/RMA [ S H QY QRERIXIDHEVDRDVE V WIDRQMVQBLOY H IRWPLIRGD J HVDHQWHPROGH V R XZUKAHRR XIODEDHD G Y HHUNARWR XEUX V L Q@ HYIY GFRLDCOLIHLVRE
RSHUDWLRQVS$RY BGRMEMAWBMHWHUPLQDWLRQ LQ OLWLIJDWLRQ FRXOG DOVR VXEMHFW XV WR VLJQLILFDQW OLDELOLWLHYV

$ VPDOO QXPEHU RI VWRFNKROGHUYV ZLOO FRQWLQXH WR KDYH VXEDBALDQW LR ARQ &/XIHR@FR YHRU R U DKLH © PW WEIIUR/L /QREWE H @ DX VR

2XU GLUHFWRUNFH[HFXDMY EHRQHILFLDO RZQHUV RI RU PRUH RILRKDWHRW LEHQWH E KIUD OV \H R ZAE&E WLKH WK K HDMS H HWRLWiH DD SSUR[L

7KLV VLIQLILFDQW FRQFHQWUDWLRQ RI RZQHUVKLS PD\ KDYH D QHJDWLYH LPSDFW RQ WKH WUDGLQJ SULFH IRU RXU FRPF
VWRFNKROGHUV ,Q DGGLWLRQ WKHVH VWRFNKROGHUV ZLOO EH DEOH WR H[HUFLVH LQIOXHQFH RYHU DOO PDWWHUWHU TR RIW
RI RXU FRPSDQ\ RKNLRXARQV¥MRWVYDWLRQ RI RZQH WD/ELLGL WR XDRG LAYU B IXW /FMHR F R K & B GHRWWH A DAAHVOHDY IVQD QRGJ FSDAHKYTIYQHV W@ H [ HFERQVHR O ¢
RU RWKHU EXVLQHVV FRPELQDWLRQ RU GLVFRXUDBIUQR WD RSVRMWHHUAW V Bl OD VRMTEXKR 8 WU Q U RVIR FROENL QU QD FR R@/GHRWD RHYHQ LI WKDW FKDQ

7KHUH FDQ EH QR DVVXUDQFH WKDW ZH ZLOO EH DEOH WR FRPSO\ ZLWK WKH FRQWLQXHG OLVWLQJ VWDQGDUGV RI WKH 1<6(

,1 1<6( GHOLVWYV RXU VHFXULWLHV IURP WUDGLQJ IRU IDLOXUH WR PHHW WKH OLVWLQJ VWDQGDUGV ZH DQG RXU VWRFNKROGH
OLPLWHG DYDLODELOLW\ RI PDUNHW TXRWDWLRQV IRU RXU VHFXULWLHV

D GHWHUPLQDWLRQ WKDW RXU FRPPRQ VWRFN LV D 3SHQQ\ VWRFN" ZKLFK ZLOO UHTXLUH EURNHUV WUDGLQJ LQ RXU
SRVVLEO\ UHVXOWLQJ LQ D UHGXFHG OHYHO RI WUDGLQJ DFWLYLW\ LQ WKH VHFRQGDU\ WUDGLQJ PDUNHW IRU VKDUH
D OLPLWHG DPRXQW RI DQDO\VWW FRYHUDJH DQG

D GHFUHDVHG DELOLW\ WR LVVXH DGGLWLRQDO VHFXULWLHVY RU REWDLQ DGGLWLRQDO ILQDQFLQJ LQ WKH IXWXUH

HoOH H H H H H H o H H R R H

H o+ H H




,] RXU RSHUDWLQJ DQG ILQDQFLDO SHUIRUPDQFH LQ DQ\ JLYHQ SHULRG GRHV QRW PHHW WKH JXLGDQFH SURYLGHG WR WKH SX

:H PDEXW DUH QRW REOLJDWHG WR SURYLGH SXEOLF JXLGDQFH RQ$RX W XHEHKWE 6 QFIHUIDWA G R @RI/ W ®RD QR URDUGHYRA WNVQIR VYV
GHVFULEMQQXODWKIH/SRUW RQ )RUP . DQG LQ RXU RWKHU SXEOLF ILOLQJV DQG SXEOLF VWDWHPHQWYV 2XU DFWXDO UHVXOWYV
XQFHUWDLIQWWKH IXWXUH RXU RSHUDWLQJ RU ILQDQFLDO UHVXOWYV IRU D SDUWLFXODU SHULRG GR QRW PHHW DQ\ JXLGDQFH !
RXU FRPPRQ VWRFN PD\ GHFOLQH DV ZHOO (YHQ LI ZH GR LVVXH SXEOLF JXLGDQFH WKHUH FDQ EH QR DVVXUDQFH WKDW ZH ZI|

: HTXDORYM QHPH U JIUWRIZAVRR SDRYHO @3V P D QSR FREQ QK K H G XFXEBRP S WR\S W UG X L U DB QWWRE & H JIURIZFVRE SD Q QP D OUHBIR FREQDRDK
PDNH RXU FRPPRQ VWRFN OHVV DWWUDFWLYH WR LQYHVWRUV

:H TXDOLI\ DYLRQ® JHRAWK FRPSDQ\'$ X QEGHHRGRIURG WK FHR PIMHQSHUPLWWHG DQG SODQ WR UHO\ RQ H[HPSWLRQV IURP FHUWDLQ
WKDW DUBILQRWURZMK FRIPEID GIURWLVLRQV LQFOXGH EXW DUH QRW OLPLWHG WR DQ H[HPSWLRQ IURP FRPSOLDQFH ZLWK WK
SXUVXDQW WR 6HFWLRQ RRODEEDQ@HYHRTRHUHG WR FRPSO\ ZLWK DQ\ UHTXLUHPHQW WKDW PD\ EH DGRSWHG E\WWKHSFU$WYS UR
DGGLWLRQDO LQIRUPDWLRQ DERXW WKH DXGLW DQG WKH ILQDQFLDO VWDWHPHQWYV UHGXFHG GLVFORVXUH REOLJDWLRQV U
H[HPSWLRQV IURP WKH UHTXLUHPHQWY RI KROGLQJ D QRQELQGLQJ DGYLVRU\ YRWH RQ H[HFXWLYH FRPSHQVIHEMR@®® QG & W RRN
H[HPSWVLIQRHIWRZWK FRPSDQLHV IURP EHLQJ UHTXLUHG WR FRPSO\ ZLWK QHZ RU UHYLVHG ILQDQFLDO BFWRXQWVQIUDWD R Q DG
HIHFWLYH RU GR QRW KDYH D FODVV RI VHFWU DWHHYHTKLINAGHW R G RRSG\UZWW K (Y K KD@H B KR-U - 0#48\ \SHUR Y ILG BIQ FW B O VD IDF RR BS\DL@\J A\
H[WHQGHG WUDQVLWLRQ SHULRG DQG FRPSO\ JIQVUK] WKHMKHF KPR 5 B @ HRW E XWMK D@\ D/XFE\W\DRH BNR/QREDR W B/ K- WQR X WP DWW U Bl Q MIYHR KD RO
LQIRUPDWLRQ WKDW LV DYDLODEOH ZLWK UHVS$SHEWJIW R ZRWKKFRPSPBQHY FRPSDQLHV WKDW DUH QRW HPHU

:H DUH DOVR D 3VPDOOHU UHSRUWLQJ FRPSDQ\$FIWH GPHDIL @ R G VE\ BXXHD W R EEH DI WAKOHO JR K DUDHI$IRUW L Q U IF®RP S DR ¥ W K: HARAPIS\G D NA-H [DGS
FHUWDLQ RI WKH VFDOHG GLVFORVXUHY DYDLODEOH WR VPDOOHU UHSRUWLQJ FRPSDQLHV DQG ZLOO EH DEOH MR LWWNHY D& YDH
PLOOLRQ PHDVXUHG RQ WKH ODVW EXVRUHRXUGDQ RXRXW NHHQRG LVVEBOVTWBEDWQ H U PLOOLRQ GXULQJ WKH PRVW UHFHQWO\ FI
DILOLDWHV LV OHVV WKDQ PLOOLRQ PHDVXUHG RQ WKH ODVW EXVLQHVV GD\ RI RXU VHFRQG ILVFDO TXDUWHU

:H FDQQRW SUHGLFW ZKHWKHU LQYHVWRUV ZLOO ILQG RXU VHFXULWLHY OHVV DWWUDFWLYH EHFDXVH ZH ZLOO UHO\ RQ WKHVt
SULFHV RI RXU VHFXULWLHYV PD\ EH ORZHU WKDQ WKH\ RWKHUZLVH ZRXOG EH WKHUH PD\ EH OHVV DFWLYH WUDGLQJ PDUNHW 1|

:H KDYH QR FXUUHQW SODQV WR SD\ FD¥K B IUWH\GHIMEG VVRIR RIKKIRBRGAHARQ P\DW RRW UHFHLYH DQ\ UHWXUQ RQ LQYHVWPHQW XQOHV'

:H KDYH QR FXUUHQW SODQV WR SD$@\LM\EXQH G R HRXPL GRWRRQ WRRFM GLYLGHQGV ZLOO EH PDGH DW WKH GLVFUHWLRQ RI W
RXU ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWLRQV FDSLWDO UHTXLUHPHQWV FRQWUDFWXDO OHJDO WD[ DQG UHJXODWF
FDVK GLYLGHQGYV PD\ EH UHVWULFWHG E\ WKH WHUPV Rl GHEW ILQDQFLQJ DUUDQJHPHQWYV DV DQ\ IXWXUH GHEW ILQDQFLQJ DU
FRPPRQ $WRFMHVXOW VWRFNKROGHUV PD\ QRW UHFHLYH DQ\ UHWXUQ RQ DQ LQYHVWPHQW LQ RXU FRPPRQ VWRFN XQOHVV WK

:H PD\ LVVXH DGGLWLRQDO VKDUHV RI FRPPRQ VWRFN RU RWKHU HTXLW\ VHFXULWLHV ZLWKRXW \RXU DSSURYDO ZKLFK ZRXOG

:H PD\ LVVXH DGGLWLRQDO VKDUHV RI FRPPRQ VWRFN RU RWKHU VHFXULWLHV LQ WKH IXWXUH ZLWKRXW \RXU DSSURYDO )RU I
H[HUFLVH RI FXUUHQWO\ RXWVWDQGLQJ VWRFN RSWLRQV DQG VHWWOHPHQW RI FXUUHQWO\ RXWVWDQGLQJ UHVWULFWHG VWRF
WKHVH SODQV ,Q DGGLWLRQ WKH QXPEHU RI VKDUHV DYDLODEOH IRU LVVXDQFH XQGHU RXU HTXLW\ LQFHQWLYH SODQV DXWR

: HPD'\D ONMRVWD G G L WIKRO@IFGR P P R @/ FRABNW KIF M /W F X IRIMVIDHDEDH QUR Q @V K KW K @R Q Q HEMNDRP@® @ W K\HKLL QW R B A X L VR W H B Q MRHRQOW V WIDQRGSH. E)\YZLOAK
VWRFNKROGHU DSSURYDO LQ D QXPEHU RI FLUFXPVWDQFHV

7KH LVVXDQFH RI DGGLWLRQDO VKDUHV RU RWKHU HTXLW\ VHFRWVYWLHV RI HTXDO RU VHQLRU UDQN ZRXOG KDYH WKH IROORZLC(

¥ HI[LVWLQJ VWRFRKROMIHRIYIWH RZQHUVKLS LOQWHUHVW LQ RXU FRPSDQ\ ZLOO GHFUHDVH

¥ WKH DPRXQW RI FDVK DYDLODEOH SHU VKDUH LQFOXGLQJ IRU SD\PHQW RI GLYLGHQGV LQ WKH IXWXUH PD\ GHFUHDV
¥ WKH UHODWLYH YRWLQJ VWUHQJWK RI HDFK VKDUH Rl SUHYLRXVO\ RXWVWDQGLQJ FRPPRQ VWRFN PD\ EH GLPLQLVKH(
¥ WKH PDUNHW SULFH RI RXU FRPPRQ VWRFN PD\ GHFOLQH

BURYLVLRQV LQ RXU RUJDQL]DWLRQDO GRFX\PEIQADA RQGS HHR MOQW. M@VDFITWIKWH.WERQ E\ D WKLUG SDUW\ WKDW FRXOG RWKHUZLVI

2XU DPHQGHG DQG UHVWDWHG FHUWLILFDWH RI LQFRUSRUDWLRQ WKH 3&KDUWHU" DQG LRXW WPRD G HH Q @ GY B HIRW COVW & LE\A® DV
ZLWKRXW WKH DSSURMDEA BURNKIH ERROW EKHFK @W\ RAHGHEW BN U VDL W HRIQS WRHOQEROWHVW RU RWKHU WUDQVDFWLRQ WKDW VWRFNKR

¥ WKH GLYLVLRQ RI WKH %RDUG LQWR WKUHH FODVVHV DQG WKH HOHFWLRQ RI HDFK FODVV IRU WKUHH \HDU WHUPV
DGYDQFH QRWLFH UHTXLUHPHQWY IRU VWRFNKROGHU SURSRVDOV DQG GLUHFWRU QRPLQDWLRQV

SURYLVLRQV OLPLWEQO VMWRWRKRIOIBHVSHFLDO PHHWLQJV RI VWRFNKROGHUV WR UHTXLUH VSHFLDO PHHWLQJV RI VW
UHVWULFWLRQV RQ EXVLQHVV FRPELQDWLRQV ZLWK LQWHUHVWHG VWRFNKROGHUV

LEHEWBD QWY SURKRO @WHIGW H \CHYHDIVQY R W KHR WRDWE R R W R/HK D H @ W WRE WEQU DLARD KHHD H FRAGLIRUH E WERE) M T X ILRMHNGR F N KRBOGGREBEW | (
UHSHDO WKH E\ODZV RU DPHQG RU UHSHDO FHUWDLQ SURYLVLRQV RI WKH &KDUWHU

% QR FXPXODWLYH YRWLQJ DQG

HooH H




¥ WKH DELOLW\ RI WKH %RDUG WR GHVLJQDWH WKH WHUPV RI DQG LVVXH QHZ VHULHV RI SUHIHUUHG VWRFN ZLWKRXWW
RI VLIQLILFDQWO\ GLOXWLQJ WKH VWRFN REZQHOV &US YRH QWERW HDE WX D\VOL WRRQYVCEH BRFKLWHWXLUHU

7KHVH SURYLVLRQV RI WKH &KDUWHU DQG DPHQGHG DQG UHVWDWHG E\ODZV FRXOG GLVFRXUDJH SRWHQWLDO WDNHRYHU DWW|
FRXOG UHGXFH WKH PDUNHW SULFH RI WKH FRPPRQ VWRFN

7K1I$ WR V BRRX &K D UWHHIX LHJ[IF@Q XY H @ M@V KR X R VK D Q AHW Y6V IRWHIO D Z D QW K H G HEIDVOK B X FBVEV\K8HD L V8 VEIR B M U WD SRRIT D Z VD W YWHKHHH FRAWG LV F R X L
ODZVXLWYV DJDLQVIWFGIUWHFWRUY DQG RI

2XU &KDUWHU SURYLGHV WKDW XQOHVV ZH FRQVHQW LQ ZULWLQJ WR WKH VHOHFWLRQ RI DQ DOWHUQDWLYH IRUXP WKH &RXU
EURXJKW RQ EHKDOIl RDRXWFWPBQQVXLW RU SURFHHGLQJ DVVHUWLQJ D FOMLIFM B IREUWW R NRK R DG XIFL IVR\ \8 XM FRP2 B B GR\ R R B U Ut
DULVLQJ SXUVXDQW WR DQ\ SURYLVLRQ RI WKH '*&/ WKH &KDUWHU RU RXU DPHQGHG DQG UMMDGRKGA BAICOTHIW H U X Q WB FIW LROR §
FRQVHQW LQ ZULWLQJ WR WKH VHOHFWLRQ RI DQ DOWHUQ®RHLYIH DRUKEP O & KW R HEHIH DX00 GEHAX MM tH P\M/HTEIRM S NHP R RAMWMKRHG! 80 L QUIKES (6 MAL
FDXVH RI DFWLRQ DULVI$S®WKIQ GHIOW K HY&HH FRAWMRVEB D XVHY GHVFULEHG DERYH VKDOO QRW DSSO\ W WX RW VDB ARXV K MU WFRD BIQR R B
KDYH H[FOXVLYS$OMMRIIKLAWWHRE SURYLVLRQV DUH H[SHFWHG WR EHQHILW XV E\ SURYLGLQJ LQFUHDVHG FR @AKLH/ & BIR¥L \LIGR QNKIHP
RI GLVFRXUDJLQJ ODZVXLWWVFBAOH GANWVRE IEHIIDEW 8 UW\DFRIGV RPLODU FKRLFH RH URX B FRWRINL R RMVF R @ SIRW DML F@ KDD/QEHM® FKDOOH
ZKHWKHU D FRXUW ZRXOG HQIRUFH VXFK SURYLVLRQV ,Q DGGLWLRQ LQYHVWRUV FDQQRW ZDN YN SRFYQE D@ RMKDIW KL O KEHR QHGIH
EURXJKW DJDLQVW XV D FRXUW FRXOG ILQG WKH FKRLFH RI IRUXP SURYLVLRQV FRQWDLQHG LQ WKH &KDUWHU WR EH LQDSSOL
MXULVGLFWLRQV ZKLFK FRXOG KDUP RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ RU UHVXOWV RI RSHUDWLRQV

*HQHUDO 5LVN )DFWRUV
:H ZLOO FRQWLQXH WR LQFXU VLJQLILFDQW FRVWB @G/ XU HAVX@MN HRR HRGW ZD. W DQRRMW D (9®HE WIRF GRPBWR\VXEVWDQWLDO WLPH WR

$V D SXEOLF FIREKSYQ\LQFXUUHG DQG ZLOO FRQWLQXH WR LQFX$V VL BXHOE B W FOBIMH@VOKX EVAHFRX QWRL W K 1D QG SRRAUSWALUD BINSHHH IBLVEE WG

WKH 36DUEBOWY 2/0kH 'RE®G QUDMWHHW 5HIRUP D Q$F WRQVXPHWOIDRWHBWVRIGRSWHG DQG WR EH DGRSWHG E\ WKH 6(& DQG
GHYRWH D VXEVWDQWLDO DPRXQW RI WLPH WRVRRF 8 OU X KWK DAKGH U H JXHTDW URI@W @W YV H ORUFHRMHAHG DQG ZLOO FRQWLQXH WR LQ
WLPH FRQVXPLQ@EH QGFRRADWGE\G FRVWY PD\ LQFUHDVH RXU QHW ORVV )RIWLAOWSDGG W RKWHHUKHOGIWL B 8 G RUFE X CIIRD EE @QAD/PD INGIVIKM
IRUFHG WR DFFHSW UHGXFHG SROLF\ OLPLWV RU LQFXU VXEVWDQWLDOO\ KLIKHU FRVW V7 KRV P DUQOVL Q@ Q\GK H H/IDXROHD W U RWQ\P IDQUDHU F
LQWHUSUHWDWLRQV LQ PDQ\ FDVBQ G XBIVWR UMK/EIOUINO VKN RU VSISPOIWLEBMWMIRQ LQ SUDFWLFH PD\ HYROYH RYHMKL W ERN MG/ QHHZX DXL C
UHJDUGLQJ FRPSOLDQFH PDWWHUV DQG KLJKHU FRVWYV QHFHVVLWDKH GPEDRWJRL @K H WM LWH RXQLW WRHQEWE G/RIRAIGK DY ®  DRWHLU DD
SHUVRQV WR VHUYH RQ RXU %RDUG RXU IERBWEDFRPPQ WANFHRWSRHQ REO R XIWWHHE FXRY GYHHY RORBVD Y8 POWGW QDQ FRRIHIRDQ R HHU IL
PDLQWDLQ WKH DGHTXDF\ RI WKHVHIHEWHQQBUWRQWRRO\GARFBGQHRXH GRBEDQ\ DQG DV D UHVXOW WKH YDOXH RI VKDUHV R

3XUVXDQW WR 6HFWLRQ $FRN WEHFMILED® QHYV Z®HWUH UHTXLUHG WR IXUQLVK D UHSRUW E\ RXU PDQDJHPHQW RQ RXU LQWHUQD
ILQDQFLDO UHSRUWLQJ LVVXHG E\ RXU LQGHB HDE @M LLH FRPE BUBGFHXEIOWR PAFRX@®@LQJ ZHURQJDJH LQ D SURFHVV WR GRFXPH
FRVWO\ DQG FKDOOHQJLQJ ,Q WKLV UHJDUG ZH ZLOO QHHG WR FRQWLQXH WR GHGLFDWH LQWHUQDO UHVRXUFHV HQJDJH RXW
ILQDQFLDO UHSRUWLQJ FRQWLQXH VWHSV WR LPSURYH FRQWURO SURFHVVHV DV DSSURSULDWH YDOLGDWH WKURXJK WHVWLQ
FRQWURO RYHU ILQDQFLDIR WWSRWWHQH LNVSIMMNRWEKDHW QHLWKHU ZH QRU RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF HFWRXIQ U
UHTXLUHG E\ 6HFWLRQ

, ZH DUH XQDEOH WR FRQFOXGH WKDW RXU LQMFWILQYMO RBQWEROV. REHSHQGBEQW. DE JUN B/RIWWMIGQS XEWDH HDFFRXQWLQJ ILUP GHWF
FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ ZH FRXOG ORVH LQYHVWRU FRQILGHQFH LQ WKH DFFXUDF\ DQG FRPSOHWHQHVV RI RX
LQYHVWLIJDWLRQV E\ 1<6( WKH 6(& RU RWKHU UHJXODWRU\ DXWKRULWLHYV )DLOXUH WR UHPHG\ DQ\ PDWHEWDRYHZARQQHRYD MYVR
SXEOLF FRPSDQLHV FRXOG DOVR QHJDWLYHO\ LPSDFW RXU DELOLW\ WR DFFHVV WR WKH FDSLWDO PDUNHWYV

,Q DGGLWERQYHIGLVFORVXUH FRQWUROV DQG SURFHGXUHV HQDEOH XV WR PDNH WLPHO\ DQG DFFXWDM B XELONFOIRREXSABI @R VIEQ B Y
DQG SURFHGXHMHWLYHH 2 RD\ EH XQDEOH WR UHSRUW RXU ILQDQFLDO UHVXOWY RU PDNH RWKHU GLVFORVXUHV DFFXUDWHO\ R(
DQG UHVXOW LQ WKH ORVV RI LQYHVWRU FRQILGHQFH DQG FDXVH WKH PDUNHW SULFH RI VKDUHV RI RXU FRPPRQ VWRFN WR GF

, 0 VHFXULWLHV RU LQGXVWU\ DQDO\WWV GR QRW SXEOLVK UHVHDUFK RU UHSRUWYV DERXW RXU EXVLQHVV RU SXEOLVK QHJDWLY

7KH WUDGLQJ PDUNHW IRU RXU FRPPRQ VWRFN ZLOO EH LQIOXHQFHG E\ WKH UHVHDUFK DQG UHSRUWY WKDW LQGXVWU\ RU VHF
WKH ILQDQFLDO PDUNHWYV ZKLFK LQ WXUQ FRXOG FDXVH WKH PDUNHWLS$ RIOFHH RW PRWEHGR QW K IR MXQFCHD R VRWK E KFRR FRR @ WV W\R FE\R MR (
PHHW WKHLU H[SHFWDWLRQV WKH PDUNHW SULFH RI WKH FRPPRQ VWRFN FRXOG GHFOLQH

,7(0 % 815(6%2( 67)) &200(176
1RW DSSOLFDEOH
,7(0  3523{5(6

2XU FRUSRUDWH KHDGTXDUWHUV RFFXSTDRQ@UIR QP WDADW RUQVWERQUH §HRWWWORSROLWDQ UHJLRQ I XQKBIYHDDOGIDW B WHO@WHHI[ FIRU
S5HVWRIR QLD DQG ZH:b QMR DXRWIDDA JHORXG VHUYLFHY ORFDWHG DURXQG WKH ZRUOG IRU RXU VWRUDJH QHHGV DQG WR KHOS GHC

$V D QRZ SULPDULO\ UHPRWZAHDERG HH DKV W& IF\R PREODQIH FLHVMQ IRID RODOL WX HYV HOQUH XHGY DQG WKDW VXLWDEOH DGGLWLRQDO RU V
RXU IXWXUH QHHGV

,7(0  /(*$/352&((',1%6




JURP WLPH WR WLPH ZH PD\ EHFRPH LQYROYHG LQ OHJDO SURFHHGLQJV DUIAH QUHQWWHFRUGHQMOD\ AR %D VMW \RW R XDUQ E R\DIVQHHLY/ VD
SHQGLQJ RU WKUHDWHQHG OHJDO SURFHHGLQJ DIBEW®W VR XRX W KXW LOHEZWOR BMHDARXQLE WDNXO DY BGYIHQURAIDO FRQGLWLRQ

6HFXULWLHV /LWLIJDWLRQ

2@sSULO D IHGHUDO VHFXULWLHV FODVV DFWLRQ ODZVXLW ZDV ILOHG E\ D SXUSRUQIHIG WKRFERROWHU 2Q WION 8QLWHW® K
SODLOQRMLWKH DFWLRQ DQG RUGHUHG WKDW WKH DFWLRQ EHDU WKH FDSW§R®XJ XMW, URQ1HW K ) R IBMHG XQQDE DN GIHEL FRWER D L ¢
FODVV FRQVLVWLQJ RI WKRVH ZKR DFTXLUHG RXU VHFXULWIKH DEFHHQZGHHI) FERPSS/OHDR BN Q D P HV DXQMGE REABXIBPEBRWR @ W R ISHKILLHF HE3HE bRvX
IRUPHU &KLHI )LRDYBMWMWGHIHQGDQWY DQG DVVHUWYV FODLPV XQGHUSEMFRILRQVSFWE DOIQMVGDPIBQ &H @&/ KIHR 8 HOFXXQ/H WH.G1 WP I( VRKHDBQUIHHY H Q\
UHJDUGLQJ RXU ILQDQFLDO JXLGDQFH IRU ILVAFOOMKHEW DD @® HDQRMHIE. PI XK GO I8 HF® MRUIDGEQJ RQ PDWHULDO QR®KNEDAHQIGH B
FRPSODLQW VHHNV DQ XQVSHFLILHG DPRXQW RI GDPDJHV RQ EHKDOI RI WKH SXWDWIHW FODVV DQG DQ DZDUG RI FRVWYV DQG H

2Q 2FWREHU WKH GHIHQGDQWYV ILOHG D PRWLRQ WR GLVPLVV WKHCHG Q QHES ERFE®WDR QW2 Q QHIFRIPHEREH U W KMK 8 HOHQ (
GLVPLVV

:H EHOLHYH WKH FODLPV DUH ZLWKRXW PHDIQW KDYWHQRBW BHGFRIH®HEGWXK B LHCALHD YW RIHROODMOM G WR WKLV ODZVXLW EHFDXVH DW
WR HVWLPDWH UHDVRQDEO\ SRVVLEOH ORVVHV

,7(0  0,1( 6$)(7'<6&/2685(6
1RW DSSOLFDEOH
3$57 ,,
,7(0  0$5.(7)25 &20021 (48,7%1' 5(/$7(' 62&.+2/'(5 0$77(5631' ,668(5 385&+$6(6(2P,7<6(&85,7,(6
ODUNHW ,QIRUPDWLRQ
2XU FRPPRQ VWRFN DQG SXEOLF ZDUUDQW D WU @MWFKDVUH FREPRQW®\RG NV WHKE RIQF 1 <66 XQEMEHFWH WNPEROV 2,517 DQG 2,517
+ROGHUV
$V BBULO WKHUH ZHUH KROGHUV RI UHFRUG RI WKHDRRPIPRRVWWRFN DQG ILYH KROGHUV RI UHFRUG RI RXU
'LYLGHQG 3ROLF\

:H KDYH QHYHU GHFODUHG RU SDLG DQ\ GLYH @GV RED WKD WK D \R IZRIXZL BRPP R IRM)RIFGHOL R VR RSW X D MW HDQ QIQEIW[ED QQLRQ R
SD\LQJ FDVK GLYLGHQGV L¥QWE&H FRWHRVHMWREGHFIXIMXH B QG SD\ GLYLGHQGV LQ WKH IXWXUH ZLOO EH PDGH DW WKH VROH GLVFU
UHTXLUHPHQWY ILQDQFLDO FRQGLWLRQ FRQWUDFWXDO UHVWULFWLRQV DQG RWKHU IDFWRUV WKDW RXU %RDUG PD\ GHHP UH

5HFHQW 6D GIHVWRGHBRIBXULWLHV

%HWZHHQ 1RYHPEHU DQG 'HFHPEHWKD UMMHWRDXHEHILQHG EHORZ DV SBHIRHEQWHQWG HOW VEKIH L RPUGPEGIMRIH &BISILWDO &RPPLWW
IRU PRUH GHWDLO U HS DUWHGH RPHKGWWK HV 3ODWFFD R H/WKIHRY B DAK BlJHHVV'SWRIURP UHJLVWUDWLRQ SXUBWKWQW WR 6HFWLRQ D RI WKH 6HF

,Q DGGLWLRQ LQ 'HFHPEHU ZH LVVXHG VKDUHV WR L DV GHILQHG EHORZ DV SDUWLDO SD\PHQW XQGHU WKH &RQY}
PRUH GHWDLO UHJDUGLQTKWHKH ¥ RQQHW WLBKHYRWHKWDWUHY WR L ZDV H[HPSW IURP UBBWWUDWLRQ SXUVXDQW WR 6HFWLRQ D

,7(0 B(6(59('@
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7KH IROORZLQJ GLVFXVVLRQ DQG DQDGWLOWM RKR I HQ MNIERIY FMKRMKVGERQ MR ELWK WKH DQQXD & CFIRWN 8 GULRAVDMAH G QIE Q © @ EDIDR BBA
5HSRUW RQ )RUP . 7KH FRQVROLGDWSRUWENDHFWH G V1Y [BWeH RIFQEENIGL & REBIKWKRHO/WD QG ZLWK WKH D/PRXG WWVE Q@ QORDIBV0 B Q PLUGIPGIR
DQG 5HVXOWYV RI 2SH URDVOQIGRHIY WIRVWIK WHHDK) R IHDRRJLGHIQIREYY ZRHWKH WDEOHYV EHWZHHQ WRWDOV DQG RXMQGRQWKH DPRXQWYV OLVW

7KH IROORZLQJ GLVFX\GVDR® FIRQMDW QW HRBRMY WKDW LQYRGIYKQUWVNARRQG EROM MKV DB LR IR RV QR 8/ WRDAMI BBHQWY )DFWR

FRQWULEXW HH/®DE MWK HY HOXIGHHW K RVE WKWFX Y QNG ERRRYR O L G DMHIEWIN G IQRAL B0 VQWOXISAHEQMQY 3DV Y, ,WHP RS RWKW W)RNW®H G .3 &0

5HJGUQJ )RUZDRNLQJ 6WDWHPHQWYV  DQG *5LVN )DFWRUV 2XU ILVFDO $DUCHQG-XW\DQRBPWREHDQG RRG HDWPDIUV XD 2WH UMNVIFQG F
DHUHJ HHUGU WIRLIQHD)V  ILVFDO \HDU D GI& S H.AAWR DYOH\BAD U U

%XVLQHVV &RPELQDW LHRGHQW® WIIRQ V RI 3U

©H ZHUH RULJLQDO G\ \\WQHRZIX IDAML WELRQ &RWBXIXVW 2Q FRONXPPDWHG WKH %XVLQHVV &RPELQIWLRQHZDWK , WRR@IHW &S K H Y X B DXW 1
$JUHHPHQWJIAUKH JHHOF\ ,URQ1HWI KX IDWL DHAXK RVE®\ RAQHG VXEVLGLDU\ RI /*/ ,Q JFHRIY QFHEMQIRHIDG ZLWWK QABRPYHARBBFRVR L/@ A1 VIRL RAQK & ROHSDK\M R
OHUHU ZDV DFFRXQWHG IRU DV D UHYHUVH UHFDSLWDOL]DWLRQ WKH 26M WAWNBIWGHHG DS W R B LEIDATIXRQ H G 8 G& R 5 DVQK LDIQISHM B B B\ RU B!
SXUSR¥XHVSHYHUVH 5HFDSLWDOL]DWLRQ ZDV WUHDWHG DV WKH HTXLYDOHQW RI /HIDF\ ,URKH H¥ WVIYXVIRAHY VWREW H B UD W KKL QW WUD ¥
RWKHU LQWDQJLEOH DVVHWY UHFRUGHG

$V D UHVXOW RI /HIJDF\ ,URQIHW EHLQJ MUMKBAERPQWLDO D FABRIIMYU ILQ MCK BLOWHKU W K H HY&DEAMHWSUH & R B 8B QD W X E WHHITDFH Q WRWQ R HWK H V(
&RPSDIKH KLVWRULFDO RSHUDWLRQV RI /HIDF\ ,URQ 16\H DLRAV B H H.R)H W KMR DEEH RAPKSAD\QH LRI WDKQH) & R B SFRQVROLGDWHG ILQDQFLDO VWE

$V D SXEOLF FRKOYG\EHHQ DQG ZLOO FRQWLQXH WR EH UHTXLUHG WR LPSOHPHQW SURFHGXUHV DQG :SURFSHPVMWW FE RCG\GUGIXN &
H[SHQVHV DV D SXEOPR @R RS\DKH U RAUBDIQELR HO VY BEMRVW\WVIIQVXUDQFH GLUHFWRU IHHVY DQG DGGLWLRQDO LQWHUQDO DQG H[WHUQD(

2YHUYLHZ

*(1 .HLWKOM[DQGHU 5HW IRXQGHG RXU FRPSDQ\ LQ WR VROYH WKH PDMRU F\EHUVHFXULW\ BQREI®KD &IHQZ LARPH\D\GHIH D (RERE 18
FDWIGHIHQG DJDLQ VW WHKHJ HDW VL GRIRFD@AYH DSSURDFK SN@L]IDGH\R @/\KAZ IDEK DQ WDIQE B Q & B RWBY \RAWRMAH] RAUS PRIXG W W\HH GHWHFW DC
F\EHU DWWDFNV HDUOLHU DQG IDVWHU WKDQ HYHU EHIRUH

,URQ1HW KDV GHILQHG D QHZ PDUNHW FDWHJRU\ FDOOHG &ROOHFWLYH 'HIHQVH ,URQ1HW KDV GHYHORSHG WKH &ROOHFWLYH 'HI
QHWZRUNV DQG VKDUH WKLV LQWHOOLJHQFH DQRQ\PRXVO\ DQG LQ UHDO WLPH DPRQJ &ROOHBWQ Y} WAL R Q V HVKRR\P X Q IY\W \ FIRHPFPERHQU ¢
EXVLQHVV HFRV\VWHP RU DIF WRWDMWBIQ RKILAYX FREGQUVBIF WRIULW\ P RGO ROIDEGHUD QWA FRQW H[W XD O D O HIHMWL Q@ 8 6 QUAKHIIHDWL \L i) \@ H &/d R+
ZDUQLQJ GHWHFWLRQ VI\VWHP IRU DOO FRPPXQLW\ PHPEHUV

7KLV QHZ SODWIRUWM MD®EGUKYYBYH OPUFRPSRXQG SUREOHP OLPLWHG WKUHDW YLVLELOLW\ IRU LQFUHDVHRWQY B RUIGHUIDM W\Q R RGE
FRPSDQLHV DQG VHFWRUV DQG D 3JR IZWHVHRRSIH DBEURQPR WRSV\EFRPEHLRXHG WLWK PDUNHW G\QDPLFV OLNH WKH LQFUHDVHG YHO
FDSLWDO KDYH VHW RXU PLVVLRQ WR WUDQVIRUP KRZ F\AEHUVHFXULW\ LV ZDJHG

2XWObXVLQHVV

:H KDYH IRFXVHG RQ WKH GHYHORSPHQW DQG GHOLYHU\ RI D VXLWH RI DGYDQFHG F\EHUVHFXULW\ FDSDELOLWLHV IRU GHWHFWL
DGGLWLRQ WR RXU &ROOHFWLY H HHMIHQIVBIOS/RDMQ RORG R X D SURGHKFW RQWHOOLJHQFH IHHG VROG SULPDULO\ WKRXJK RXU SDUWQHL
:H FRPSOHPHQW WKHVH FDSDELOLWLHYV GHOLYHUHG WR ERWK FRPPHUFLDO DQG SXEOLF VHFWRU HQWHUSULVHV ZLWK SURIHVVI

SRGXFW 6XEVFULSWLRQ DQG 6XSSRUW 5HYHQXH

2XU SULPDU\ OLQH RI EXVLQHVV LV WKH GHOLYHU\ RI LQWHJUDWHTKM RS &/ Z RIURW P IS\DIHR QDLL] Y WH R QWK B RW B KD RIXRJU &R FOIDW X WH. YFN E'H U @1 ¥
IODJVKLS SURGXFWV

JRQ'HIHOVBHQ DGYDQFHG 1HWZRUN 'HWHFWLRQ $HESRQNE@ EHKD YV RORX® LORYD OVWDWVF\XWHRVGHWHFW DQG SULRULWL]H DQRPIDMRXV DF
DOJRULWKPV WR GHWHFW SUHYLRXVO\ XQNQRZQ WKUHDWV ZKLFK DUH WKRVH WKDW KDYH QRW EHHQ LGHQWLILHG DQG 3ILQJHUS
Rl WKH EHKDYLRUV2DOO DW PDFKLQH VSHHG DQG FORXG VFDOH

,RQ'RAW D WKUHDW VKDULQJ VROXWLRQ WKDW IDFLOLWDWHYV D FURZGVRXUFH OLNH HQYLURQPHQW LQ ZKLFK WKH ,URQ'HIARQWLY
RlI RXU FXVWRPHUV ZKR KDYH HOHFWHG WR SHUPLW WKHLU LQIRUPDWLRQ WR EH DQRQ\PRXVO\ VKDUHG DQG FURVV FRUUHODWHG
SURYLGHYV DQRQ\PL]HG LQWHOOLJHQFH EDFN WR DOO FRPPXQLW\ PHPEHUV LQ BNIV& RDLVPHG MKD QUQOIF B RV K HUKHHOHR@O HBW L ¥ KW
DWWDFNV DW HDUOLHU VWDJHV

2XU &ROOHFWLYH 'HIHQVH SODWIRUP LVIBHWYJQ¥HIBUW RXFMARPHILU APRQWROLE RWWERUNWHWKUHDW GDWD DQRQ\PRXVO\ LQWR WKH FI
RUDQL]DWKHRGROODERUDWLYH DVSHFW Rl &ROOHFWLYH 'HIHQVH DQG WKH HH®%0WLEGEUSHYVIVRWKWLIDWZRQSERPOHR \RY SDIVHGVRIQ W

2XU &ROOHFWLYH 'HIHQVH SODWIRUP LV FORXG GHSOR\HG DQG LV VFDODEOH WR LQFOXGH VPDIOKW &RFO 8 HEWXF HE XWIHIHAMY B QO MWIR L
RQ SUHPLVH DQG LQ K\EULG HQYLURQPURMLG KK QW R OH VAWAHRREHW F\AEHUVHFXULW\ VHUYLFHV VXFK DV LQFLGHQW UHVSRQVH DQG WKL
PDWXWQMG UHDGLQHVV 2XU F\AEHUVHFXULW\ VHUYLFHV DUH GHVLJQHG WRHEWHQMWALBDWKQU XS OFRRPI RVHKUHPU VR EFHHIWAH PXWDMX U M M (ZG RUK
RIHULQJ FRQVXOWDWLYH DQG VHUYLFH FDSDELOLWLHYVY EH\RQG LPSOHPHQWDWLRQ

2XU &ROOHFWLYH 'HIHQVH SODWIRUP LV D VXEVFULSWLRQ EDVHG SULFLQJ DQG IOH[LEOH GHOLYHU\ PRGHO ZLWK $:RIT7ARRD NUHH Y
HDV\ DV SRVVLEOH IRU FXVWRPHUV WR DGG &ROOHFWLYH 'HIHQ¥$B, Y QWD W KHIDNEBH LW WHI VB WX RIOW\ ALWKFYXW DI KDY E ¥ MERRID WY \Ud
QDWLYH ORJV IURP WKH PDMRU SXEOLF FORXG SURYLGHUYV

,RQ5DANVUD WKUHDW VKDULQJ VROXWLRQ WKDW SURDFWLYHO\ DQG DXWRPDWLFDOO\ XSGDWHV FXVWRPHU F\EHAKWHKXDH VD\DW Q RIOK
ILVFDO \HDU HQGHG -DQXDU\ LV LQWHQGHG WR EURDGHQ RXU PDUNHW UHDFK WR FRPSDQLHV RI DOO



VLIHV LQFOXGLQJ WKRVH ZLWK OHVV VRSKLVWLFDWHG F\EHUVHFXULW\ LQIUDVWUXFWXUH DQG OHYHUDJH RXU NH\ SDUWQHU UH!
ILQJHUSULQWLQJ VHUYHUV WR GHWHUPLQH ZKHWKHU WKH\ DUH & LQIUDVWUXFWXUW®AKZKLWKUEHL\Q JGHWRIR @/ IXFEQ HDYOHEQ UHHIRRIGIVEI FR
LQIUDVWUXFWXUH DQG LV EXLOW IURPDMKR I UWRXQBYX $RWRVBRAXHDLW\WRHBPSAOR LQWHIJUDWH? ,8 RBDBQG LIQUARZ THQ ICVRWINDR) HVDRFRIGA \ID\C
2QFH VHW XS ,URQ5DGDU LV UHJXODUO\ XSGRV WHGEX QG DIWREUVRLED VR SHER D DW/IRY B CAX K QVRRAPNL BAKHIQHOLW V| R Q DVBFORDQUIL WD\WVWIIVPWH v
IRU SXUFKDVH DV DQ DQQXDO VXEVFUISSOWLRONBI®G ®DAMR VROG GLUHFWO\ IURP WKH

SRIHVVLRQDO 6HUYLFHV

:H VHOO SURIHVVLRQDO VHUYLFHV LQFOXGLQJ GHYHORSPHQW RI QDWWRI@LQLREHUNEBRAXHDR\ VQ\RLGW QW W VB\EGWHRE @ G DMDLIRXRU
VHUYLFHV LV UHFRJQL]JHG DV WKH VHUYLFHV DUH GHOLYHUHG

JLQDQFLQJ WR 'DWH
+LVWRUEZRADIDOAH ILQDQFHG RXU RSHUDWLRQV SULPDULO\ WKURXJK SULYDWH SODFHPHQWV Rl FRPPRQ VWRFN LVVXDQFH RI GHEW

,Q FRQQHFWLRQ ZLWK WKHUMH[HARWQRQ RIQWRBHIHBI SXUFKDVHUV HDFK D 36XEVFULEHU" SXUFKDVHG DQ DJJUHJDWH RI \%
DQG DQ DJJUHIJDWH SXUFKD$M B ULHWXRMWHRE WPREWRIRIGIFHLYHG PLOOLRQ KHOG LQ /HJDF\ /*/ V WUXVW DFFRXQW IURP BUIRFHMHR
FRVWY UHODWHG WR WKH LVVXDQFH RI WKH WUXVW VKDUHV ZHUH PLOOLRQ

2Q 6HSWHPEHU ZH LVVXHG D VHQLRU XQVHFXUHG IRRQN® DWIEBHD SWHR 8 UV QR US IR \W A RKR WL RI3 PLOOLRQ QHW RI GHEW G
/JLTXLGLW\ DQG &HSLWRBRGWNBWWEOH '"HEW )DFLOLW\

,Q '"HFHPEHU ZH LVVXHG DQG VROG VHQLRU VHFXUHG SURPLVVRU\ QRWHV LQ DQ DJJUHJDWH SULQFLSDO DPRXQIWORID W$WALGD |
ZH LVVXHG DQG VROG DQ DGGLWLRQDO 'LUHFWRU 1RM 8 LIDQVW & HZ DWR XRQW RILUHFLROY.RQ WR WKH OHQGHU QRW DI

%HWZHHQ 'HFHPEHU DQG 0D\ ZH LVVXHG DQG VROG VHQLRU VHFXUHG FRQYHUWLEOH SURPLVVRU\ QRWHV LQ DQ DJJUHJDW
/LTXLGLW\ DQG &B S MFOV®R 5B VR BH /RDIWLQXH WR QHJRWLDWH ZLWK & DV WR D SRWHQWLDO DFTXLVLWLRQ RI RXU7T6BR@SDBWER®

‘XULQJ ILVFDO \HDU ZH LQFXUDHG PQQ RW ZKR¥K RI PLOOLRQ UHODWHG WR QRQ FDVK H[SHQVH UHODWHG WR V$WRRN -DIKHE \F
ZH KDG PLOOLRQ Rl FDVK RQ KDQG WR FRQWLQXH WR IXQG RSHUDWLRQV

5HFHQW 'HYHORSPHQWYV
*RLQJ FRQFHUQ

ODQDJHPHQW H[SHFWV WKDW RSHUDWLQJ ORVVHVY DQG QHJDWLYH FDVK IORZV IURP RSHUDWLQJ DFWRY EWQKDUALOO F R QWKIHQXH LIVQ
RXU DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ ZLWKLQ RQH \HDU IURP WKH LVVXDQFH RI RXU FRQVROLGDWHG ILQDQFLDO VWL

%DVHG RQ RXU FXUUHQW SODQQHG RSHUDWLRQV AMQW KiPBIRWH Q BV RF LISMGW MWL RIED® \RROUU A HW WL QL TPOMKL WQ G FD VK H TIXALY-DQOM QW
RSHUDWLQJ DQG OLTXLGLW\ QHHGV IRU DQ\ PHDQLQJIXIOHEMHUIL\R @ R IDWV RH D @B RZKIW WHKE DLIORQQ VR IZWEO VE H HBRRWWWR REWDLQ D
UHTXLUHG IXQGV LI DYDLODEOH ZLOO EH DYDLODEOH RQ DW WHFIWF W QYRIXW HJ BV WRLLD WV K DAR AN K HR\O TGLHOUOY/ Q FONWKKIHY H YIH @ W0 @ HI IGR-DADHAU K
RU ZLOO QRW DOORZ XV WR PHHW RXU REOLJDWLRQV DV WKH\ EHFRPH GXH ZH PD\ QHHG WR ILOH D YRO XQW DD\WSHRVQL V¥ RKQ WRWUXL
OLTXLGDWLRQ

SHGXFWLRQV LQ IRUFH
%HWZHHQ 6HSWHPEHU DQG 1RYHPEHU R XU KH DHEFFROXRWHAD \R U HDGSSRHRG LIP\DIWG-SQAR [L RO VWREK@\ ZRUNIRUFH DV SDUW RI RXU LQL\

:H GR QRW H[SHFW WR LQHXULKX\WRKQ 8 HMMLHRWQL B DWHKKAKK N WHU B 6 K P RRY VL QOIRRBEAHDUH H[SHFWHG WR UHVXOW LQ D:SH@R\LIP@FMXHOL
H[SHQVHV QRW FXUUHQWO\ FRQWHPSODWHG GXH TR HDYHDXDD DW\GRFRP W HMD ¥ L I KV WDKUHH UIHH/GAXLAPVD VWRHQW D @GI R/ X EE WIHHEF W DVRH D L@XOFCRH U

1RWLFH RI IDLOXUH WR VDWLVI\ FRQWLQXHG OLVWLQJ UXOHV

2Q 2FWREHU ZH UHFHLYHG D ZULWWHQ QRRNVINNEWWRERN ¢[RHLIMQRDHO WRKWMLFIKG ((URKIMHEHAHWUH QR ORQJHU LQ FRPSOLDQFH ZLW
Rl WKH 1<6( /LVWHG &RPSDQ\ 0DQXDO EHFDXVH WKH DYHUDJH FORVLQJ SULFH RI RXU FRPPRQ VWRFN ZDV OHVV WKDQ SHU VK
WKH 36HFRQG 1RWLFH" IURP WKH 1<6( WKDW ZH DUH QR ORQJHU LQ FRPSOLDQFH ZLWK WKH 1<6( FRQWLQXHG OLVWLQJ VWDQGD!
5HSRUW RQ )RUP 4 IRU WKH SHULRG HQGHG 2FWREHU 2Q -DQXDU\ ZH UHFHLYHG D WKLUG ZULWWHQ QRWLFH WKH
QR ORQJHU LQ FRPSOLDQFH ZLWK WKH 1<6( FRQWLQXHG OLVWLQJ VWDQGDUGY VHW IRUWK LQ 6HFWLRQ % RI WKH 1<6( /LVWH
OHVV WKDQ PLOOLRQ DQG DW WKH VDWHXWWPHDRXWHUBWWKDBSRUWH® YKPQHKROGHUVT

7KH 1RWLFHV KDYH QR LPPHGLDWH LPSDFW RQ WKH OLVWLQJ RI RXU FRPPRQ VWRFN ZKLFK ZLOO FRQWLQXH WR EH OLVWHG DQG
DIJUHHPR@MB\GUHVY WKLV LVVXH ZH LQWHQG WR PRQLWRU WKH WUDGLQJ SULFH RI RXU OLVWHG VHFXULWLBQ® QG HPRIGIVLEHEVQ
WR UHJDLQ FRPSOLDYQFHR Q@ WW R XHIGH OLLW\WILDH I ®ADR GQ LFRRW P XQLFDWLRQ ZLWK WKH 1<6( UHJDUGLQJ RXU SODQ VbR Y N HIBPWR UYJ 7KRil
HIDLQ FRPSOLD @A BIWRE N KFPKIPR QMW YW IRU WKH FRQWLQXH Gl W \DVBIGRIWR R QW@ E R PRRRD W R BN’

7XPLP 3XUFKDVH 1RWLFHV

%HWZHHQ 1RYHPEHU DQG 'HFHPEHU ZH LVVXHG D VHUXRAVPR6VERQ A KON/SLALEPD L §MN 2 KRS 3XR) FAKKOHY MV B B WS B HHVRIR © VR ¢
33XUFEDWHHPHQW  ZH HQ@WRHLPHR QL PHER) ZDWRKXUVXDQW WR WKH 3XUFKDVHVKPWHVHR| RXUL VAPRE @D §W RN MIRFHG DJJUHJDWH SURFH
JRU PRUH LQIRUPDW LRXQJ RBPW QM BXHFKWYEHQG &H KALP 6 WRQMXYDSLWDO &RPPLWWHG (TXLW\ )LQDQFLQJ ~

'LUHFWRU DQG & /RDQV

%HWZHHQ 'HFHPEH®SULO DQG ZH LVVXHG VHQLRU VHFXUHG SURPLVVRU\ QRWHV LQ DQ DJJUHJDWH SULQFLSDO DPRXQW RI P
DILOLDWHYV 2Q -DQXDQXDU\ YHEUXDU\ $SYHBU XD U\



0D\ DQG 0D\ ZH LVVXHG VHFXUHG FRQYHUWLEOH SURPLVVRU\ QRWHMLQ WWKG DLW K HJ D \W HE B Q HQLFALLSIDAD FDZARARHKWD W1 FPIR U H
JRU PRUH LQIRVUIPDM/IGR® \VB @G &B ¥ IHFBVR B HVRXE& /RDQV

& 6WUDWBIQVBPFWLRQ

2Q '"HFHPEHU ZH HQWHUHG LQWR DQ DJUHHPHQW ZLWK & SXUVXDQW WR ZKLFK ZH DJUHHG WR D PXWXDO H[FOXV LINMWUNE\S& L
DFTXLUH DOO RI WKH RXWVWDQGLQJ FRPPRQ VWRFN RI WKH LSORDIWDHM QWRRIDDBADFSRWHE R 2@ R 8 HQ FH PIH@GV FRHIUWVIOH. G [RFIOXW VYRLW\ S H
ILQDQFLQJ GHVFULEHF WRR YBIQGQEKHRBE Y XVLYLW\ SHULRG ZDV VXEVHTXHQWO\ HIWHQGHG RQ P:XQ®WH SZHH QRF PRWQLIRQV UIIRDMIRY XQG
ZLWK & ZH DUH FRQWLQXLQJ WR QHJRWLDWH GHILQLWUDRVDRWHPGQWY ZLWK & ZLWK UHVSHFW WR WKH 3URSRVHG

.H\ % XVLQHVV OHWULFV
:H PRQLWRU WKH IROORZLQJ NH\ PHWULFV WR PHDVXUH RXU SHUIRUPDQFH LGHQWLI\ WUHQGYV IRUPXODWH EXVLQHVV SODQV DQ
S5HFXUULQJ 6RIWZDUH &XVWRPHUV

:H EHOLHYH WKDW RXU DELOLW\ WR LQFUHDVH WKH QXPEHU RI VXEVFULSWLRQ DQG RWKHU UHFXUULQJ FRQWUDFW W\SH FXVWRP
RSSRUWXQLWLHYV 2XU UHFXUULQJ VRIWZDUH FXVWRPHUV LQFOXGH FXVWRPHUV ZKR KDYHKBVHHFEDWLRU AR Q WH D BEF W B KHINWHEHAK |
SXUFKDVHG RQ D VKNBQROORRIHQEDWVDEFOH VHWV IRUWK WKH QXPEHU RI UHFXUULQJ VRIWZDUH FXVWRPHUV DV RI WKH GDWHV SUHYV

JLVABIO(QGHG -DQXDU\

S5HFXUULQJ 6RIWZDUH &XVWRPHUV
<HDR)Y MWDU JURZWK

2XU UHFXUULQJ VRIWZDUH FXVWRPHU FRXQW ZDV QHJDWLYHO\ LPSDFWHG LR BWKG®LMWMMHARRIGDKMD R X R IDIENVE DWW\ \WR U W U HEQ RXKHRX B XU
RXU FXVWRPHU UHWHQWLRQ DQG QHW QHZ FXVWRPHU DFTXLVLWLRQ ,Q DGGLWLRQ WKH ILVFDO \HDU FXVWRPHU FRXQW DER)Y
PXOWLSOH HQWLWLHV7EM FXOWRB8E8H FRXQ@WPIRWVILVFDO \HDU ZRXOG EH XVLQJ WKH VDPH PHWKRGRORJ\

$QQXDO 5HFXUULQJ 5HYHQXH 3$55°

$55 LV FDOFXODWHG DW D SDUWLFXODU PHDVXUHPHQW GDWH DV WKH DQQXDOL]JHG YDOXH RI RXU WKHQ H[LVWLQJ FXVWRPHU VXE
FRQWUDFWYV DQG WKDWDNVMNPALIQVLDQHERQRVUBRWZWKDW H[SLUHV GXULQJ WKH PRQWKYV IRIOO RZQ QR 2N IQH  WHDEESHHD W IR QUWVIRE) DBNOHR BAX

JLVKBIO(QGHG -DQXDU\

$QQXDO UHFXUULQJ UHYHQXH
<HDRJY HWDU JURZWK

$55 GHFUHDVHG LQ ILVFDO \HDU DV D UHVXOW Rl WKH GHFUHDVH LQ UHFXUULQJ VRIWZDUH FXVWRPHU FRXQW LQ WKH VHFRQG
'ROODU &DBIWHGH &RQWUDFW /HQJWK

2XU GEODOBG DYHUDJH FRQWUDFW OHQJWK LV FDOFXODWHG IURP D VHW RI FXVWRPHUV DJDLQVW WKH VDPH PHWULF DV RI D SULF
WKDQ PRQWKY WKLV PHWULF SURYLGHV D PHDQV RI DVVHVVLQJ WKH GHJUHH RI EXLOW LQ UHYHQXH UHSHWLWLRQ WKDW H[LVV

:H FDOFXODWHDRNG GRPODWH FRQWUDFW OHQJWK DV IROORZV
D 1XPHUDWRPXOWLSO\ WKH DYHUDJH WRWDO OHQJWK RI WKH FRQWUDFWYV PHDVXUHG LQ \HDUV RU IUDFWLRQV WK

E '"HQRPLQDHVRWH WKH UHYHQXH DWWULEXWDEOH WR VRIWZDUH DQG SU R BGKIPVMAHAX ¥ WHRP\HWI SIRHV HY WY OMKHD WHY HDRC
WKRVH FXVWRPHUV

'ROCHEDWHG DYHUDJH FRQWUDFW OHQJWK LV REWDLQHGXE\ GREVHEQIYWK B IJHKPRQ W RBVWE\OW QBWK QRFLIUHDWRIG IURP WR \HDUV
7KH UHJHRHAH Rl ORQJHU WHUP FRQWUDFWYV LQ RXU DYHUDJH KDV OHG WR WKH LQFUHDVH LQ RXU DYHUDJH FRQWUDFW OHQJWK D

JLVEBIO(QGHG -DQXDU\

LQ \HDUV
'"ROCHDWVHG DYHUDJH FRQWUDFW OHQJWK

&DOFXODWHG %LOOLQJV

&DOFXODWHG ELOOLRQUQNLD®RRADS¥BH WKDW ZH EHOLHYH LV D NH\ PHWULF WR PHDVXUH RXU SHULRGLF SHUIRUPDQFH &DOFXGQC
ELOOLQJV LQ DQ\ SDUWLFXODU SHULRG DLPV WR UHIOHFW DPRXQWYV LQYRLFHG RU LQYRLFHDEOH WR FXVWRPHUV WR DFFHVV RXL
VHUYLFHV IRU RXU QHZ D@GVHSL¥VWOQJ ERYRIRFAHBXU FXVWRPHUV RQ PXOWL \HDU RU DQQXDO FRQWUDFWYV LQ DGYDQFH HLWKHU

&DOFXODWHG ELOOLQJV GHFUHDVHG PLOOLRQ RU : HRIW[ SIlVAAVD OV KHDDWU F D O B XIGHIRW IS @ UEHL G\CKLIR) WWMVEFIDQDD \FEIBRMIWHULQJ LQWR DJ
ELOOLQJV LQ HDFK UHSRUWLQJ SHULRG DV ZH W\SLFDOO\ LQYRLFH FXVWRPHUV PXOWL \HDU RU DQQXDOO\ LQ DGYDQFH DQG WR

:KLOH ZH EHOLHYH WKDW FDOFXODWHG ELOOLQJV PD\ EH KHOSIXO WR LQYHVWRUV EHFDXVH LW SURYLGHV LQVLJKW LQWR WKH FI
DQG WKHUHIRUH KDV D QXPEHWRT XL B WHDMRIRDHRIP\S D UDWWDLIUWHH U



PHDVXUH ,Q DGGLWLRQ RWKHU FRPSDQLHRD\LRFOKGRRQW H R/R P D QPR DWW QUHKOGHINIR RROW B B3 XVH RWKHU PHDVXUHVY WR HYDOXDWH W
XVHIXOQHVV RI RXU PHWULF RI FDOFXODWHG ELOOLQJV DV D WRRO IRU FRPSDULVRQ %HFDXVH RI WKH YV H LDQPGE RMDXH U HOWLPQ WD W L

7KH IROORZLQJ WDEOH SUHVHQWYV D UHFRQFLOLDWLRQ RI UHYHQXH WKH PRVWVRLEBG WO CARIFS CELMDEAKIVQDQFLDO PHDVXUH FDC

JLVRBIOUQGHG -DQXDU\

YV

LQ PLOOLRQV
5HYHQXH
$GGRWDO 'HIHUUHG UHYHQXH HQG RI SHULRG
/HVIRWDO 'HIHUUHG UHYHQXH EHJLQQLQJ RI SHULRG
&DOFXODWHG ELOOLQJV

$GMXVWHG 1HW /RVV

7KH IROORZLQJ WHISEMOX WHKIRSZ VHR\X UR WP DIV )QURHD fR®3ILVFDO \HDUV ZKDRXGH[FOXHVHIHAWWHYIHROBDFWV RI VWRFN EDVHG FR P DHQN\DIMMLR ¢
WKHLU FDVKOHVV H[HUFLVH DQG WU D QWIF WIRRRQRPRV YNW ORMWHG UHODWHG WR WKH OHU

JLVEBIO(QGHG -DQXDU\

LQ WKRXVDQGV
1HW ORVV
6WRFN EDVHG FRPSHQVDWLRQ H[SHQVH
&KDQJH LQ IDLU YDOXH RI ZDUUDQW OLDELOLWLHV

7UDQVDFWLRQ FRVWYV H[SHQVH 2

$GMXVWHG 1HW /RVV
7RWDO VWRFN EDVHG FRPSHQVDWLRQ IRU ILVFDO \HDU RI PLOOLRQ ZDV UHFRUGHG RQ WKH VWDWHPHQW RI RS

PLOOLRQ ZLWKLQ JHQHUDO TRQ® @ &/RLROAN \H D DMWE YHR PSSIYDVAVLRQ IRU ILVFDO \HDU RI PLOOLRQ ZDV UHFERL

GHYHORSPHQW PLOOLRQ ZLWKLQ VDOHV DQG PDUNHWLQJ DQG PLOOLRQ ZLWKLQ JHQHUDO DQG DGPLQLVWUD
1R WUDQVDFWLRQ FRVWV ZHUH LTWDXQMDFG GRQ LFRV W \H{BEQMBY IRU ILVFDO \HDU ZHUH UHFRUGHG ZLWKLQ JHQHUD

&RPSRQHQWSHMXIXMWY Rl 2SHUDWLRQV

5HYHQXH

2XU UHYHQXHV DUH GHULYHG IURP VDOHV Rl SURGXFW VXEVFULSWLRQV VXEVFULSWLRQ OLNH VRIWZDUH SURGXFWV DQG VRIWZI

RXU UHYHQXH LQ ILVFDO \HDU DQG IRU Rl RXU UHYHQXH LQ ILVFDO \HDU 3URIHVVLRQDO VHUYLFHV UHYHQXHV DFFRXQW

2XU W\SLFDO FXVWRPHU FRQWUDFWYV DQG VXEWESILEMA®QVQYRQEH LFXNRER B FRWRDIQ@KNDOOHOOLIHQFH GHSHQGHQW KDUGZDUH DQC
GHOLYHUDEOHV ZLWK WKH UHODWHG WKUHDW LQWHOOLJHQFH DQG VXSSRUW DQG PDLQWHQDQFH DV D VLQJOH SHUIRUPDQFH REC
FROOHFWLYH GHIHQVH VRIWZDUH VROXWLRQ WKDW SURYLGHV WKHP DFFHV\HWR RKIQEROOHEWQXH R HAQKAH 1MQIQIDOMNV 8 B B WRULPHD QF
WKH FX$WRRPAWY WKDW KDYH EHHQ LQYRLFHG DUH UHFRUGHG LQ GHIHUUHG UHYHQXH RU WKH\ DUH UHFRUGHG LQ UHYHQXH LI Wk
UHQHZDO RSWLRQV DVVRFLDWHG ZLWK RXU FRQWUDFWYV

3URIHVVLRQDO VHUYLFHV UHYHQXHV DUH JHQHUDOO\ VROG VHSDUDWHO\ IURP RXU SURGXFWV DQG LQFOXGHNVWHUWQILRHYV WKXE KWIHD |
DQG WDLORUHG PDWXULW\ DVVHVVPHQWY 5HYHQXH GHULYHG IURP WKHVH VHUYLFHV LV UHFRJQL]JHG DV WKH VHUYLFHV DUH GHOQ

&RVW RI SHYHQXH

&RVW RI SURGXFW VXEVFULSWLRQ DQG VXSSRUW UHYHQXH LR B @DE&MWH W ESHHFHH \H B 8 0 R W HGUW 8 DRAXHIGK RR/YWH\G R/IHRE XU LAX YV WRIR\HAD UD
DOORFDWHG SRUWLRQ RI DGPLQLVWUDWLYH FRVWV WKH DPRUWL]DWLRQ RI GHIHUUHG FRVWYV DQG H[SHQVH UHODWHG WR HVWD

&RVW RI SURIHVVLRQDO VHUYLFHV UHYHQXH FRQVLVWYV SULPDULO\ RI HPSOR\HH UHODWHG FRVWV VXFK DV VDODULHV ERQXVHV
*URVV 3URILW

*URVV SURILW FDOFXODWHG DV WRWDIHBEWWEBOEHYOHVRXWRIWBW RFFRRW W\Q RO XNGLYHRWHHWDPLQJ RI RXU DFTXLVLWLRQ RI QHZ FXVWE
DVVRFLDWHG ZLWK RSHUDWLQJ RXU FORXG SODWIRUP JDIQH HD[WIHRQQV IWRGZ W KHK H M/ HQSADI @R R R B FX Y RORP UK REQRIPEW WRIE HDIUDVV
LPSURYHFOMRNVZH YLHZ RXU SURIHVVLRQDO MHUEXFHE H\QVWIQHG ARQ IV MDD B | RIQHODWRU IRU SRWHQWLDO IXWXUH SURGXFW VDOHYV
WLPH

2SHUDWLQJ ([SHQVHV
S5HVARWLWQG GHYHORSPHQW

2XU UHVHDUFK DQCRGWYHDRSE PHOWGHDW FRQWLQXLQJ WR GHYHORS DQG UHILQH RXU SURGXFW VD QG RIXEOL.@RLRQG GALIQH XQWHIZEIHDLWX LF
GHYHORSPHQW FRVWV SULPDULO\ LQFOXGH SHUVRQQHO UHODWHG FRVWV DQG DFTXLUHG VRIWZDUH FRVWYV 5HVHDUFK DQG GHY}F

6DOHV DQG PDUNHWLQJ

6DOHV DQG PDUNHWLQJ H[SHQVHV FRQVLVW SULPDULO\ Rl HPSOR\HH FRPSHQVDWLRQ DQG UHODWHG H[SHQVHV LQFOXGLQJ VDOL
WKH SHULRG RI EHQHILW PDUNHWLQJ SURJUDPV WUDYHO DR G BSUWHDLOA DH. RXRIQWAD 6 HSH RR/FIR/L \DWQ.® @\O O R EDUWHHFR RY H BIK\M R GPFRV MY

*HQHUDO DQG DGPLQLVWUDWLYH



*HQHUDO DQG DGPLQLVWUDWLYH FRVWV LQFOXGH VDODULHV VWRFN EDVHG FRPSHQVDWLRQ H[SHQVHV DQG EHQHILWV IRU SHUV
SURIHVVLRQDO VHUYLFHV DQG IHHV DQG RYHUKHDG H[SHQVHYV

QWMNW H[SHQVH

,QWHUHVW H[SHQVH FRQVLVWYV RI LQWHUHVW H[SHQVH LQFXUUHG

2WKHU LQFRPH

2WKHU LQFRPH FRQVLVWYV SULPDULO\ RI LQWHUHVW LQFRPH DQG IRUHLJQ FXUUHQF\ JDLQV
2WKHU H[SHQVH

2WKHU H[SHQVH FRQVLVWYV SULPDUHHWN RO MNKHDVBDWOQMMRHEDA\R/INDY SEBWWHU RI ILVFDO \HDU ORVVHV RQ WKH GLVSRVDO RI IL|
Rl WKH &RPPLWPHQW )HH GHULYDWLYH D\$VHMWHRWY WEIDQ WHIHERS 6 QEUWRHI WHRE MVOK HHBPXUU FKDWR UHIOHFW LWV IDLU YDOXH DW WKH HC

&KDQJH LQ IDLU YDOXH RI ZDUUDQWY OLDELOLWLHV
7KH FKDQJH LQ IDLU YDOXH RI ZDUUDQW OLDELOLWLHY LQFOXGHV WKH DGMXVWPHQWY WR WKH ZDUUDQW OLDELOLW\ WR UHIOHF)
3BRYLVLRQ IRU LQFRPH WDI[HV

BURYLVLRQ IRU LQFRPH WD[HV FRQVLVWYV RI IHGHUDO DQG VWDWH LQFRPH WD[HV LQ WKH 8QLWHG 6WDWHW PQGQVQFRP H \WOJGB VYD
RXU 8 6 IHGHUDO DQG VWDWH GHIHUUHG WD[ DVVHWYV

5HVXOWV RI 2SHUDWLRQV
&RPSDULVRQ<®RD YLV FOI0Q GHDVFDO

7KH IROORZLQJ WDEOHV VHW IRUWK RXU FRQVROLGDWHG VWDWHPHQWYV RI RSHUDWLRQV LQ GROODU DPRXQWYV DQG DV D SHUFHQ
SHUFHQWDJH

JLVKBIO(QGHG -DQXDU\ YV
3HEHQWDJH RI 3HEHQWDJH RI
5HYHQXH 5HYHQXH &KDQJH &KDQJH

LQ WKRXVDQGV
3URGXFW VXEVFULSWLRQ DQG VXSSRUW UHYHQXH
3URIHVVLRQDO VHUYLFHV UHYHQXH
7RWBI®HRQ X H
&RVW RI SURGXFW VXEVFULSWLRQ DQG VXSSRUW UHYHQXH
&RVW RI SURIHVVLRQDO VHUYLFHV UHYHQXH
7RWDO FRYWAWQRH U
*UR V VRSILW
2SHUDWLQJ H[SHQVHV
5HVHDUFK DQG GHYHORSPHQW
6DOHV DQG PDUNHWLQJ
*HQHUDO DQG DGPLQLVWUDWLYH
7RWDO RSHUDWLQJ H[SHQVHYV
2SHUDWLQJ ORVV
JQWHUHVW H[SHQVH
2WKHU LQFRPH
2WKHU H[SHQVH
&KDQJH LQ IDLU YDOXH RI ZDUUDQW OLDELOLWLHV
/RVV EMIRQFRPH WD[HV
3URYLVLRQ IRU LQFRPH WD[HV
1HW ORVV

SHYHQXH
7RWDO UHYHQXH GHFUHDVHG E\ PLOOLRQ RU LQ ILVFDO \HDU FRPSDUHG WR ILVFDO \HDU

BURGXFW VXEVFULSWLRQ DQG VXSSRUW UHYHQXH LQFUHBPWHE RXU WRID@QY/ILRWQ RQ |UBK IFROQULOD BWY WRDWKKDGHARBI UHFXUULQJ +
IRUPV WKDW ZHUH GHVLJQHG WR IXOO\ UHQHZ ZLWK OHJDF\ FXVWRPHUV DQG VLJQLQJ QHZ FXVWRPHUV

BURIHVVLRQDO VHUYLFHVY UHYHQXH GHFUHDVHG E\ PLOOLRQ RU LQ ILVFDO \HDU FRPSDUHG WR ILVFDO \HDU SULPDI!I
&RVW RI UHYHQXH
7RWDO FRVW RI UHYHQXH LQFUHDVHG E\ PLOOLRQ RU LQ ILVFDO \HDU FRPSDUHG WR ILVFDO \HDU &RVW RI SURGXF\

7KH LQFUHDVH ZDV SULPDULO\ GXH WR DQ LQFUHDVH LQ FORXG VXEVFULSWLRQ FXVWRPHUV FRVWV LQFXUUHG WR IXOO\ UDP!
DQ LQFUHDVH LQ DOORFDWHG ODERU FRVWYV UHIHDMWM IGDWRRWR M ZMHGH Z\KX FHR MU WU QLFXVWE REOVFW WL YMLAMKIDRQHG IURP WKH
DQ LQYHQWRU\ UHVHUYH GXULQJ ILVFDO \HDU

&RVW RI SURIHVVLRQDO VHUYLFH UHYHQXH GHFUHDVHG E\ PLODKRWQ GRGUFUHDYH LAIFD SUHPDU L O\ BXMSW B HIG GNARE WIHVDADHO L\GI IXWBI D G F
SURYLGHG WR FXVWRPHUV

*URVV 3URILW DQG *URVV 0DUJLQ

&HUWDLQ EXVLQHVYV GHFLVLRQV UHODWHG WR FRVW RI UHYHQXH UHQXWRHG L@ ID\GHDFU HDD/H LQ FZKR 6K PR YVXE \KOWIHS WHRQ [IDSBW R
H[SHQVH LQFXUUHG UHODWHG WR HVWDEOLVKLQJ DQ LQYHQWRU\ UHVHUYH DV FRPIDUM®R WRLQ LQ/FDWOFDHODWHDU DV FIR@G UQH CRW
RYHU SHULRG GHRUHRNVWRIY PDWH ZDV SULPDULO\ WKH UHVXOW RI FORXG FRVWV IRU D VLIJQLILFDQW UHYHQXH \FXWVDRW RBFXKDWG
FXVWRPHUV WUDQVLWLRQHG IURP WKHLU RQ SUHPLVHV WR FORXG KRVWHG GHSOR\PHQW IRUPDWV WKH HVWDEOLVKPHQW RI DQ



UHVHUYH GXULQJ ILVFDO \HDU DQG DQ LQFUHDVH LQ DOORFDWHG OD ERQY AR/ NV RUHNDIDOXHGWRREWRY W@ D WH O/EK $ RRWW Y HW WL R HA
7KH IROORZLQJ WDEOHV VKRZ UQ RV M VSSUHRFIW SYEREGEX B WR WX P\DRULSWLRQ DQG VXSSRUW UHYHQXH DQG SURIHVVLRQDO VHUYLFHV UH?

JLVKBIO(QGHG -DQXDU\ YV
&KDQJH &KDQJH

LQ WKRXVDQGYV
3URGXFW VXEVFULSWLRQ DQG VXSSRUW JURVV SURILW
3URIHVVLRQDO VHUYLFHV JURVV SURILW
7RWDO JURVV SURILW

JLVKBIOUQGHG -DQXDU\
&KDQJH

BURGXFW VXEVFULSWIL®Q DQG VXSSRUW PDU
BURIHVVLRQDAQLMHUYLFHV PDU
7TRWDO JURQV PDU

2SHUDWLQJ H[SHQVHYV
5HVARWQG GHYHORSPHQW

5HVHDUFK DQG GHYHORSPHQW H[SHQVHVY GHFUHDVHG E\ PLOOLRQ RU LQ ILVFDO \HDU DV FRPSDUHG WR ILVFDO \HDU
WULJIJHUHG E\ WKH PRGLILFDWLRQ RI UHVWULFWHG VWRFN XQIKWWVJ HP®IQ L QD VGHRERFMWHGRW R PLROGIARIR DW\Q AUV FBQ EHDWU GHF
UHODWHG WR VRIWZDUH VXSSRUW VHUYLFHV DQG FRVW VDYLQJ DFWLRQV

6DOHV DQG PDUNHWLQJ

6DOHV DQG PDUNHWLQJ H[SHQVIRVY GHEQHRDVABCE\HDU PLOOWVRERPSDUHG WR ILVFDO \HDU SULPDULO\ GXH WR QRQ FDVK VWRF
PRGLILFDWLRQ RI 568V DV FRPSDUHG WRH UHPIDO@ULRQ GO FUWDD/AM \RIDU PLOOLRQ ZDV GULYHQ E\ WKH GHFUHDVH LQ KHDGFRXQW

*HQHUDO DQG DGPLQLVWUDWLYH

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV GHFUHDVHG E\ PLOOLRQ RU LQ ILVFDO \HDU DV FRPSDUHG WR ILVFDO \HDL
E\ WKH PRGLILFDWLRQ RI 568V DV FRPSDUHXKMWRHPDLRULWJILRQFUG DMVHFRD \HDRLOOLRQ ZDV SULPDULO\ GULYHQ E\ WKH GHFUHDVH

,QWNW H[SHQVH

7KH LQFUHDVH LQ LQWHUHVW H[SHQVH RI PLOOLRQ LV GXH WR LQWHUHVW H[SHQVH LQFXUUHG RQ WKH &RQYHUWLEOH 1RWH
LQ ILVFDO \HDU U HQ DDMH @& K\HR GIDRAEH) R ISWK & BH U

2WKHU LQFRPH

2WKHU LQFRPH LQFUHDVHG E\ PLOOLRQ RU LQ ILVFDO \HDU DV FRPSDUHG WR ILVFDO \HDU SULPDULO\ GXH WR KLV
2WKHU H[SHQVH

2WKHU H[SHQVH LQFUHDVHG E\ PLOOLRQ RU LQ ILVFDO \HDU DV FRPSDUHG WR ILVFDO \HDU SULPDULO\ DV WKH U

$JUHHPHQW HQWMPHREG LQWR ZLWK

&KDQJH LQ IDLU YDOXH RI ZDUUDQWY OLDELOLWLHYV

&KDQJH LQ IDLU YDOXH RI ZDUUDQW OLDELOLWLHV DWYUWRQM VWUV RILWKBOH{HDBLVH RQG WKHKWEKRQ BULYDWHU YDOXH
BBYLVLRQ IRU LQFRPH WDJ[HV

7KH SURYLVLRQ IRU LQFRPH WD[HV GHFUHDVHG E\ PLOOLRQ SULPDULO\ GXH WR RXVHRMRWQMWAR XB G XPMAL FOR VW SRYDYERQ WKH [
ILTXLGLW\ DQG &DSLWDO 5HVRXUFHYV

%DVHG RQ RXU FXUUHQW SODQQHG RSHUDWLRQV ARIQW KHPBRWH Q RNV RF [E®GUHWL RED®/ \RROUUAHW WL QL TPOMKXLWQ G FDVK HTXALYHDEOM QWM
RSHUDWLQJ DQG OLTXLGLW\ QHHGV IRU DQ\ PHDQLQJ7X® WBH WU VREGRRD WWIXRHD QRFFGIOWR K D@/J PDIQHD BHORWH) W I 2V RIOVELHHBROMW WR REWDLQ DG
UHTXLUHG IXQGV LI DYDLODEOH ZLOO EH DYDLODEOH RQ DWWHFIWF W QYRIXW H]PVWRLLO W K BAR AN K IR\O BLHOUO/ Q RIWWKKIHY H YIH @ I @ HI IGRHD/QMWU k
RU ZLOO QRW DOORZ XV WR PHHW RXU REOLJDWLRQV DV WKH\ EHFRPH GXH ZH PD\ QHHG WR ILOH D YROXQ@W DJDWSHRVWQL W RK@ WRWXL
OLTXLGDWLRQ

3ULRU WR ODUFK ZH KDG D ED®W RQ WKHOPMRMAQMK RS ZI% R @ 90D UFK ZH KHOG DSSUR[LPDWHO\ PLOOLRQ LQ FDVK
DSSUR[LPDWHO\ RI RXU WRWDO FDVK FDVK HTXLYDOHQWY DQG LQYHVWPHQWY DV RI WKDW GDWH 69% ZDV FORVHG RQ ODUFK
2Q ODUFK TWHBIV&KHGHUDO 5HVHUYH DQG )',& DQQRXQFHG WKDW 69% GHSRVLWRUV ZRXOG KDYH DFFHVV WR DOO RI WKHLU P

FDVK HTXLYDOHQWY DQG LQYHVVKRBBAWWH KOG QW VR B \§KURKQK KOG Q\ ORVVHYV LQ VXFK DFFRXQWY WKH UHFHQW IDLOXUH RI 69%
RI 69% LQ D PDQQHU WKDW IXO @&\ DBUIHR WG FVKHIGSD® 6 FOVSRV IMMR QW IHUULQJ VRPH RI RXU GHSRVLWV WR PXOWLSOH EDQNV WR OLPL

6REKHV RI /LTXLGLW\

H KDYH LQFXUUHG ORVVHV DQG QHJDWLYH FKWKRXORZDQURP\RSHUDWLRED WH QX & AHGF RSWLREHUDWLRQV ZLWK SURFHHGV IURP VI
SURFHHGV UHODWHG WR WKH SAXKEDWFZW UK VUM FKIDYHHY KXW SGG BW /RI WKH UHFDSLWDOL]DWLRQ WKH VDOH Rl &RQYHUWLEOH 1RWHV
RXU SURGXFWV DQG VHUYLFHV WR FXVWRBPHUV-RQXWKH RUG L QDH \KPRXENWKRD EX WFIDQHKVNTXLYDOHQWYV RI PLOOLRQ PLOOLRC
LQ FRQYHUWLEOH GHEW RXWVWDQGLQJ XQGHU WKH & 1RWHV DQG PLOR IGOQVIHQ RBXIE \S LROPW YWD RGU R RQ G HUXWEHW L BB FWERHH q
ZH DUH VHHNLQJ DGGLWLRQDO GHEW IXQGLQJ LQ RUGHU WR



FRQWLQXH RXU RSHUDWLRQV 2XU FXUUHQW LQGHEWHGQHVY PDWXUHV RQ -XQH DQG ZH ZLOO QHHG WR HLWKHU H[WHQG W
LQGHEWHGQHVYV

7XPLP 6WRQH &DSLWDO &RPPLWWHG (TXLW\ )LQDQFLQJ

2Q )HEUXDU\ ZH HQWHUHG LQWR MPKHHIRRIEWEBXHYV XD QW WRKDRLFRPPLWWHG WR SXUFKDVH XS WRWD®PREBOPRY RHFWRPP R \RXRFGIL
VXEMHFW WR WKH VDWLVIDFWLR®JBHMWEBHEQFR Q QLWERQD I\ MKW HIXHG KDW-R D UHJ L WWRIDAW IWRIQH P15 HIW VDU BIW B R @ BB\ J RIMWKVY XD QW WF
6(& D UHJLVWUDWLRQ VWDWHPHQW W R$BWJWKW HIK DRIH Y HRV [FGRHP IXRY(@® NN RVEHRH XEEEH RATKIHE i M B/AUIQOMVGBW B VXD QW WR $WKHHPHQRW B WWKH
VLIQHG WKHJIBXHPKHDOM DQG W KH $BIHIHNRMHDOW LRH) SDUEWVFDVK IHH7RWDO RREPEZRPHRONV WROQVKBHUDWLRQ IRU LWV FRPPLWPHQW W
WKH 3X$FKDNPMHQW

7KH VDOHV RI FRPP R PLW RENG EUXWIWARI KB AIQIW HO D BH VXEMHFW WR FHUW DUR POWR PW DMA. RVQ WP D Q@& RXURFRR®H GLVFUHWLRQ RYHU
XSRQ WKH GDWH RI LQLWLDO VORLIPMSXAM KR FR R B0 DJ BR/Q & QU INGHW RVRHR) MUK Y HQWKKIHUZ X W MK BV QRW WKH REOLJDWLRQ 7XBPRP W RPSXY
FHUWDLQ DPRXQWV RI RXU FRPPRQ VWRFN VXEMHFW \8RUFHHPWMQMY WHWDWUZIF WISRIGY ID QG SXR P KWEDMWQ B Q W MY RWHERQIKHDODHFXL Y K BK'
33XUFKDVH  6KDUHV Rl FRPPR®PULWRPM HELW®HIH DL VIV XHG MWRERXQW WR WKH DYHUD B3 G RILONKHR 6K P PRIH N KRFHNG GDXNUH. QD JW KSHU WHKH H.
WKDW D SXUFKDVH QRWLFH ZLWK UH¥B3FW MRVE $RWWHEHXQIRGCHCE)FRUBBHEGIRADVH  RU LL G LV FRXB\E XWR QUKW KR WHNWW HE BR Q)
IURP WKH D WH3 WK VH 1RWLFH ZLWK UHVSHFW W RXP S UNQ. F X O & BERXIRFKIINHDL: b IBHKE EXHDWY i AR R FH. @/® VSHFLI\ ZKHWKHU WKH
YRUZDUE3 3XUFKD GO WH INBHEXHFKDVH DQG ZXFL® GXURRWVWKBMH DSSOLFDEOH QXPEHU RI VKDUHV RAHARP PR Q RVKBEM D\D WKW R
7XPLP FRXOG EH REOLJDWHG WR SD\ IRU \§KWHFHEPRIRG YMINFR BN K GG HBHWSHUIXKEFKB\RY FRPPRQ VWRFN WR EH VRO DBQLQDDN & RQF KIHFHD
FDVK GLYLGHQG VWRFN VSOLW UHYHUVH VWRFN VSOLW RU RWKHU VLPLODU WUDQVDFWLRQ

7TKURXJK -DQXDU\ ZMK\DRIKW® LWRRU JURVV SURFHHGV RI SR IUGHGIIPRI@® W Q & R ZIHWHK 1) B WUFXIDWHQW O\ DEOH WR VH@OP DB XIQMEIHRIQY
3XUFKBDVHHPHQW

L &RQYHUWLEOH 'HEW )DFLOLW\

2Q 6HSWHPEHU ZH HQWHUH & JIUGW R HQ 8% PIZMIMWKE 3LV B QG AKIDAKILFK ZH DJUHHG WR VHOO DQG LVVXH VHQLRU XQVHFXUHG FRQ’
SULQFLSDO DPRXQW RI XS WR DSSUR[LPDWHO\ PLOOLRQ ZKLFK DUH FRQYHUWLEOH LQWR VKDUHV RI RXU FRPPRQ VWRBNLWX
PDWXULW\ GDWH RI ODUFK LQ WKH DJJUHJDWH SULQFLSDO DPRXQW RI PLOOLRQ IRU QHW FDVK SURFHH$W KODWHKUD & HEWR
PHW ZH PD\ LVVXH DQ DGGLWLRQDO &RQYHUWLEOH 1RWH LQ WKH SULQFLSDO DPRXQW RI PLOOLRQ DW D VHFRQG FORVLQJ

7KH &RQYHUWLEOH 1RWHV EHDU LQWHUHVW DW DQ DQQXDO UDWH RI SHU DQQXP SD\DEOH PRQWKO\ RQ WKH ILUVW RI HDFK F
DQG RU VKDUHV RI FRPPRTX KW RN LDHA \R XUD RI$MAIRID LQFUHDVH WR DQ DQQXDO UDWH RI SHU DQQXP XSRQ WKH REFFXUUHQFH
1RWH LVVXHG SX%¥YXOQVKDWR WKHDEBBXULW\ GDWH Rl PRQWKV IURP LVVXDQFH ZKLFK PD\ EH H{WHQGHG DW WKH RSWLRQ RI L LQ

7KH &RQYHUWLEOH 1RWHV SURYLGH D FRQYHUVLRQ ULJKW LQ ZKLFK L PD\ FRQYHUW DQ\ SRUWLRQ RI WKH SULQFLSDO WRJHWKH
VXEMHFW WR DGMXVWPHQWY LQ DFFRUGDQFH ZL\EK IMKIHO WVHRWP V \RV X\M KIHQ& R/GDHIBIW LFEEIOFR PRWE W WREK WHBRQ FRQYHUVLRQ RI DQ\ &F
WRJHWKHU ZLWK DQ\ FRPPRQ VWRF N D\QGX WK H QVERQY B FW L R @ ROBIGY MFRHMEBVH G WK FMKHDEDHV H[FHSW WKDW VXFK OLPLWDWLRQ VK
VWRFNKROGHUV DV UHTXLUHG E\ WKH DSSOLFDEOH UXOHV RI WKH 1<6 (7 KRHU &IR/QYWHDOW HE ORHl VA H M \D R M R RFFRPFRQDV. W R F\U R LW/[IFRIQY'Y \R
H[FHSWLRQV WR UHTXLUH WKH &RPSDQ\ WR UHGHHP7RIO\0 FRY BHIRVIVEIORQ | R D WX B H& R QY HEWWM QE BIH XLURFDHWHIGQI BRF KWKH KRVW FRQWU

2Q HDFK PRQWKO\ ,QVWDOOPHQW 'DWH ZH VKDOO UHSD\ WKH OHVVHU RI PLOOLRQ DQG WKH SULQFLSDO DPRXQW WKH Qs RRKXQA
,Q FHUWDLQ LQVWDQFHV L ZLOO DOVR KDYH WKH ULJKW WR DFFHO HRRXQWY KB HGRI QVWK > RRWPK B\ VKIS DNRHRIWE REPR QDWW RBN WAL
OHVVHU RI D DQG E WKH JUMDBWHQY WKH ILYHRWWBIEIORZEPW LPPHGLDWHO\ SULRU WR VXFK FRQYHUVLRQ DQG \ D 3lORRU
WKH &RQYHUWLEOH 1RWHP\RX)®W BRLGQWNVBIMOP HQKH SULFH SDLG ZPRXEW HTXDO WR RI WKH ,QVWDOOPHQW

2Q 6HSWHPEHU LQ FRQQHFWBRQ@H DWK R XQ W R WHG ILQWRUE KRHBGWWALIWKL R.Q W KIFTREW B PG WD W B Q \5X.D R W VWRI WHKHHP SHHIW V WH) D'
ZLWK WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ WKH 26(&" ZLWKLGIJUARBOHQW®D D @B\ VRQUMRZIIRYY VWKBIWGTPMIQ \R | AR K H BIHJ L WK
FRQYHUVLRQ RI WKH RXWVWRO\G URJ IRQY W WRE O/AVDRWMRWQW ZDV ILHHFGVRRHIR\YWREHE & RQ 1RQPEHBODUHG HI

'XULQJ WKH \HDU HQGHG -DQXDU\ ZH HCRRWWGE WRHSDQ FOQN KRIPEE R\QQW YOBRXDERHDPHRME LQDWLRQ RI FDVK DQG WKH LVVXDQF
VKDUHV RI FRPPRQ VWRFN IRU DQ DJJUHJD®WRIFRQXBUVLRQ DPRNQW R | PED@QRRMQLQ SULQFLSDO DQG DFFUXHG DQG XQSI

'LUHFWRU DQG & /RDQV

%HWZHHQ 'HFHPEHU DQG 'HFHPEHU ZH LVVXHG DQG VROG VHQLRU VHFXUHG SURPLVVRU\ QRWHV LQ DQ DJJUHJDWH S

OHQGHUV ZKR DUH HLWKHULRXUWD \G HGHFWRU R XRU GLQWEWRHW DEXEVHTXHQWO\ ZH DQG WKH KROGHUV RI WKH ,QLWLDO 'LUHFWRU 1R
WR & WKH 3'LUHKWRWRRYGERHQW DQG UHVWDWHPHQM@ RIFF XU U HGI RYVRIRE MG VROG DQ DGGLWLRQDO 'LUHFWRILQRIWAHLE) 2ZW WHK B
7KH 'LUHFWRU 1RWHV EHDU LQWHUHVW DW D UDWH RI SHU DQQXP IURP WKH UHVSHFWLYH GDWHV RI WKHR]QDWKXDW\'LUHFWRAH
PLOOLRQ LQ SULQFLSDO DQG DFFUXHG LQWHUHVW RXWVWDQGLQJ UHODWHG WR WKH 'LUHFWRU 1RWHYV

2Q '"HFHPEHU ZH LVVXHG D VHQLRU VHFXUHG FRQYHUWLEOH SURPLVVRU\ QRWGLDW W RH & U LZKAIFKDDDY PIRXHQ\G R G D CBL DM\
UHVWDWHG WKH 35HVWDWHG & 1RWH" 2Q -DQXDUWSULO )HEUXDRM\ DR BUXD\U\ ZH LVVXHG DGGLWLRQDO VHQLRW HAHRX
WRJIJHWKHU ZLWK WKH 5HVWDWHG & 1RWH WKH 3& 1RWHV" LQ SULQFLSDO DPRXQWYV RI PLOOURRK RI WWHID@LR@WHYV PHDWO ILRG
DQQXP IURP WKH GDWH RI LVVXDQFH RU LQ WKH FDVH RI WKH 5HVWDWHG & 1RWH IURP WKH GDWH RI WKH ,QLWLDO & 1RWH D¢

2XU REOLJDWLRQV XQGHU WKH 'LUHFWRU 1RWHV DQG WKH & 1RWHV DUH VHFXUHG E\ VXEVWDQWLDOO\ DOO RI RXU DVVHWV HJ[FC

7KH & 1RWHV SURYLGH & ZLWK WKH ULJKW DW DQ\ WLPH RQ RWR IMRHUY WKW CO®WHR WBRRW SRUWY R QF RO WXG DJJ GUDH Y DSAUH. RSW MR- PP
LQWHUHVW DQG DQ\ RWKHU XQSDLG DPRXQWV LQWR VKDUHV RI RXU FRPPRQ VWRFN DW D FRQYHUVLRQ SULFH



R SHU VKDUH ,Q WKH HYHQW WKDW DQ\ VKDUHV RI FRPPRQ VWRFN DUH LVVXHG XSRQ FRQYHUVLRQ RI WKH & 1RWHV ZH KD\
$V RI -DQXDU\ ZH KDG PLOOLRQ LQ SULQFLSDO DQG DFFUXHG LQWHUHVW RXWVWDQGLQJ UHODWHG WR WKH & 1RWHYV
IRQJHBOP /LTXLGLW\ SHTXLUHPHQWYV

%DVHG RQ RXU FXUUHQW RSHUDWLQJ SODQ PIDRALBIHP HQW KE Bl Q G HFYDHWK VHKIXWYDHD B RWOR WOQKR Y@ G/ WIR VXSSRUW RXU FXUUHQW RSHUL
ODQDJHPHQW KDV FRQFOXGHG WKDW WKHUH LV VXEVWDQWLDO GRXEW DERXW RXU DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ

:H UHTXLUH DGGLWLRQDO HTXLW\ RU GHEW |ILQDRDALQRW (E R DEDB WR FRROQWHQ XK€ DRXAL @B ROQDWHBRBY DFFHSWDEOH WR XV RU DW DC
OLNHO\ QHHG WR GHFODUH EDQNUXSWF\ RU ZLQG GRZQ RXU RSHUDWLRQV

&DVK )ORZV
YJRU )LWHFDO DQGHDVFDO
7KH IROORZLQJ WDEOH VXPPDUL]HV RXU FDVK IORZV IRU WKH SHULRGV SUHVHQWHG

JLVRBIO(QGHG -DQXDU\

LQ PLOOLRQV
1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHV
1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV
1HW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV

2SHUDMWMWLY LWLHV

1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHV GXULQJ ILVFDO \HDU PLODPDRQ S PLRIDOILR]Y GKILFHKQU B\ XIORZHCK | UR © DONGIIEWR S RV B VR Q.
QRQ FDVKWRDU PLOOLRQ DQG QHW FDVK RXWIORZV RI PLOOLRQ IURPHRKOQUMNVULQ \RERIQYDOMMOHGD RV HW V PIL@® IO R OLWR NV F
GHSUHFLDWLRQ DQG DPRUWL]DWLRQ H[SHQVH PLOOLRQ RI EDG GHEW H[SHQVH DQG D PLOOLRQ H[FHVV LQYHQWRU\ DGMX\
RI PLOOLRQ DQ LQFUHDVH LQ DFFRXQWV SD\DEOH RI PLOOLIRG BPQD GRFIUGMIWVHDYVE GEISUHSBLEHY[ISGRQN HRY Rl PL®QDROQRQQ
WKH UHVXOW RI WLPLQJ Rl QHZ FXVWRPHU FRQWUDFWYV

1HW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHV GXULQJ ILVFDO \HDU ZDV PLOOLRQ ZKLFK UHVXOWHG IURP D QHW ORVV RI
FDVK H[SH®WHVZDY DOVR DQ LQFUHDVH LQ WKH IDRILODYDRRHDRIGZDE U DG WNDMHD ZIDOBARAIEK\D® | H [BHUAMHAM LQ DFFRXQWYV UHFHLYDEOF
XVXDO PXOWL \HDU FDVK SUHSD\PHQWY UHFHLYHG L@ QLG/ PIOL\GFIUH D V HD VQF R® B BIGHERVYAR IV K HG FEQBBRYGY LBDWHUYLFHYV UHYHQXH D

DSSUR[LPDWHO\ PLOOLRQDOAWREN FXRAVRRHHMVK OO\ RQOLQH GXULQJ ILVFDO \HDU

,QYHWWWQYLWLHV

1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV GXULQJ ILVFDO \HDU RI PLOOLRQ ZDV SULPDULO\ D UHVXOW RI FDSLWDOL]HG
1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV GXULQJ ILVFDO \HDU RI PLOOLRQ ZDV SULPDULO\ D UHVXOW RI SXUFKDVHV RI
JLQDQSEWILYLWLHV

1HW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV RI PLOOLRQ GXULQJ ILVFDO \HDU ZDV SULPDULO\ GXH WR QHW FDVK SUR
QHW FDVK SURFHHGYV UHFHLYHG WR IXQG HPSOR\HHV WD[ ZLWKKROGLQJ REOLJDWLRQV DVVRA\DVEH® RHWK YAH\CUDR BZ5 BHEDA REKHWHR/
IHH LQ FRQQHFWLRQ ZLWK WKH HTXLW\ OLQH DQG PLOOLRQ LQ UHSD\PHQWYV RI GHEW

1HW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV RI PLOOLRQ GXULQJHUVEBPD\SDWD OL]P DN FBQ LIRAID UL OR IGXMH. V@ DQRVIWSXRBH F
UHODWHG WR WKH$JRB@ FCHIBN6 WFKKH LBR% % ULGJH  ZL WX ,69 % 3RIQ R Y D WILI/GILREH GIDVP)HXQW®DRI DBB3WKH 69% %ULGJIH RI PLOOLRQ

&RQWUDFWXDO 2EOLJDWLRQYV

2XU SULQFLSDO FRPPLWPHQWYV FRQVLVW RI WKH REOLJDWLRQV WR UHSD\ DPRXQWV ERUURZHG XQGHU L WKH &RQYHUWLEOH 1R\
'LUHFWRU 1RWHV DQG LLL WKH & 1RWHV )RU PRUH LQIRUPDWLRQ UHJDUGLQJ RXU LQGHEWHGQHVYV VHH 1RWH WR RXU FRQVI

:H DOVR KDYH FRPPLWPHQWYV FRQ VILM L\QS DRFIH OHPGE HH RELCBIRIDOWL RYRUIRBEURH LQIRUPDW L RV®R WREXID BRQ @ B QRIXAD HHIEV H @R B Q E 1 D & MVRAQD/W

:H KDYH PDGH DQG ZKLOH QRW FRQWUDFWXDOO\ FRPPLWWHG ZH H[SHFW WR FRQWLQXH WR PDNH DGGLWLRQRO Q@ ¢ ROV REKGIWWR
VRIWZDUH V\VWHPV WR VFDOH ZLWK RXU RYHUDOO JURZWK

&ULWHFHRXQWLQJ 3ROLFLHV DQG (VWLPDWHYV

2XU ILQDQFLDO VWDWHPHQWY DUH SH¥HSDWHID UQ WIFFR IRG DMKFHHVELMIRD®FI DO VWDWHPHQWW FRUM TWKH) K EKYRW R/ G NDHP RIX @M B DRV HDW DI
ZHOO DV UHODWHGI GLURORHXRXY HVWLPDWHY DQG DVVXPSWLRQV RQ DQ RQJRLQJ EDVLV 2XU HVWLPDWHY DUH EDVHG RQ KLVWR
DFWXDO UHVDXUWVY FFR X\WKG GH IHVWLPDWHV

7KH FULWLFDO DFFRXQWLQJ SROLFLHV DVVXPSWLRQV DQG MXGJPHQWY WKDW ZH EHOLHYH KDYH WKH PRVW VLJQLILFDQW LPSDF)
5HYHQXH 5HFRJQLWLRQ

2XU UHYHQXHV DUH GHULYHG IURP VDOHV Rl SURGXFW VXEW VDSWLVRQRX ¥V S$$HSR B WPDQG HP B EQWHQMIGRFGY WRGURIWR HQL VHH WYALYFHHX H
WHUP ZLWK WKH FXVWRPHU

SHYHQXH LV UHFRJQL]JHG ZKHQ DOO RI WKH IROORZLQJ FULWHULD DUH PHW

,GHQWLILFDWLRQ R F RQXWM ULRFQUWU ZR %Y KRRQAXWBVRWP FUWK D FXVWRPHU WR DFFRXQW IRU H[LVWV ZKHQ L ZH HQWHWLUIQW
UHJDUGLQJ WKH JRRGV RU VHUYLFHV WR EH WUDQVIHUUHG DQG LGHQWLILHV WKH SD\PHQW WHUPV UHODWHG WR WKH
GHWHUPLQH WKDW FROOHFWLRQ RI



VXEVWDQWLDOO\ DOO FRQVLGHUDWLRQ WR ZKLFK ZH ZLOO EH HQWLWOHG LQ H[FK®QU®WMRQW FOR)GV CRELL @ HW Y WHH 8 DN KADR

,GHQWLILFDWLRQ RI WKH SHUIRUPDQHRHIREG DIIPMLRRBWLUQ WLKRH ¥ RQMBD¥WG LQ D FRQWUDFW DUH LGHQWLILHG EDVHG
FDSDEOH RI EHLQJ GLVWLQFW ZKHUHE\ WKH FXVWRPHU FDQ EHQHILW IURP WKH JRRGV RU VHUYLFH HLWKHU RQ LWV I
FRQWH[W RI WKH FRQWUDFW ZKHUHE\ WKH WUDQVIHU RI WKH JRRGV RUWR/WK¥L R HW HQWV B SHRULDMUHDAWL G €& RO GLHD/E P XIOIW
MXGJPHQW WR GHWHUPLQH ZKHWKHU SURPLVHG JRRGV RU VHUYLFHV DUH FDSDEOH RI EHLQJ GLVWLQFW DQG GLVWLQ
FRPELQHG SHUIRUPDQFH REOLJDWLRQ

"HWHUPLQDWLRQ Rl WRAKMUWQN Q¥ WEWQRRUEBEHFH LV GHWHUPLQHG EDVHG RQ WKH FRQVLGHUDWLRQ WR ZKLFK ZH ZLO

$OORFDWLRQ RI WKH WUDQVDFWLRQ SULFH W R2W KHD®HIR R\ B Q¥ KHR\E O DLDAMDERVQ R Q@ (B WIKAH APRROWDBKVBHUIRUPDQFH REC
UHFHLYHG LQ H[FKDQJH IRU WUDQVIHUULQWXHRERQMQLD ¥ WUFNR.G WD VWOR/ \BK\HL A8 W BSAHHIURUPDQFH REOLJDWLRQ WKH HQ'

S5HFRIQLWHRHORHWZDWQ ZRWDWLVI\ SHUIRUPBQHHVREOLSBWIRRIPWQFH REOLJDWLRQV HLWKHU RYHU WLPH RU DW D SRLC
SHUIRUPDQFH REOLJDWLRQ LV VDWLVILHG E\ WUDQVIHUULQJ D SURPLVHG JRRG RU VHUYLFH WR D FXVWRPHU

&RVWV WR 2EWDIOD RRU&RQWUDFW

H FDSLWDOL]H LQFUHPHQWDO FRVWV RI REWDLQLQJ D QRQ FDQFHODEOH VXEVFULSWLRQ DQGKHE5B UWDWHYHG X0 RRQ WV IFRW \DLQ
SDLG WR RXU G LIKH WD\BL &/H\O LRWE KD PRXQWY DUH UHFRYHUDEOH WKURXJK I XWX US$IPRHWH.QXW LR URIDPIYSX Q/®DUL |BIG OF R RW VF DAKH_HF & DR
VDOHV DQG PDUNHWLQJ H[SHQVH LQ WKH DFFRPSDQ\LQJ FRQVROLGDWHG VWDWHPHQWY RI RSHUDWLRQV &RQWUDFW IXOILOOPHQ
DUH DOVR EFHSDWROW]IHB RXU FRQWUDFW IXOILOOPHQW FRVWYV UDWDEO\ RYHU WKH FRQWUDFW WHUP LQ D PDQQHU FRQVLVWHQW

6WRFN EDVHG &RPSHQVDWLRQ

BWRFN FRPSHQVDWLRQ H[SHQVH IRU VWRFN RSWLRQV LV UHFRJQL]JHG RQ D VWUDLJKW OLQH EDVLV DQG ZLWK D SURYLVLRQ IRU |
WKH 30DQ ZKLFK FRQWDLQ ERWK VHUYLFH DQG SHUIRUPDQFH FRQGLWLRQV LV UHFRJQL]JHG RQ D JUDGHG VFDOH EDVLV PDWI
30DQ KDYH RQO\ VHUYLFH YHVWLQJ FRQGLWLRQV ([SHQVH ZLOO EH UHFRJQL]HG RQ D VWUDLJKW OLQH EDVLV IRU DOO 568 DZDU!
568V JUDQWHG XQGHU HLWKHU 30DQ WKH IXO0 DPRXQW RI WKH XQYHVWHG SRUWKRQ RIUMKMOXEDRIG5 B B @ Q \E E DANHF®R RILL MWIGHDID DU |
WKH JUDQW

:H XVH WKH %ODFN 6FKROHV SULFLQJ PRGHO WR HVWLKRH W¥HWRIHDI ¥ D X D'W KR QR P RS W@ RIGHVT RIQU WK HP BE@D\OHH IRH Q WD\@RV PDN H BHD QWL
RSWLRQV DW H[HUFLVH SULFHV GHWHUPLQHG HTXDO W R7WIH HDIDU LY Y DK HR IRR X B FFFRRPQ R/QV R AR RIQ WK HH TBFKVRIHDIVW K H PHDWQ VE DWH LV
YDOXDWLRQV RXU KLVWRULFDO ILQDQFLDO SHUIRUPDQFH DQG REVHUYDEOH DUPV OHQJWK VDOHV RI RXU F D $iLMADWDL Y WW FINDIQQ A D
UDWH IRU VWRFN RSWLRQV ZKLFK LV IDFWRUHG LQWR WKH %ROQHWYPQ QW WD R QXIS W R BNL ¥ DELHGH € RFPG KVGKVHD WIL\RWQRHI[ISAHDQDY B Q BKIHP 8 D'
IUHH LQWHUHVW UDUWHD VX BOWHE RRXSBQ LVVXHV ZLWK D UHPDLQLQJ WHUP HRXD®LWIRGWRB M[B B BWSHG) BH QHVD VM X AH 31 DRV BAHKEHD XG\DF
LQWHQG WR GR VR LQ WKH IXWXUH

7KHVH HVWLPDWHY LQYROYH LQKHUHQMQXWQ B MV XWHE\Q WRGW IGK IV KH XNWXRIWGLG LQ VHURFANWE DAMRPGWRHP HHP @ XDQW/ VR Q HHF FSH®@HE W KD W

$V Rl -DQXDU\ WKHUH ZDV PLOOLRQ Rl XQUHFRJQL]JHG FRPSHQVDW L R® H RYWJ KW BWHG WRI B QYHP\DW B G Q56 & ¥ \ZW WE R % W U
/HDVHV
,Q JHEUXDU\ VR ARX QW QG 1 6V D G6 % U GIMRARIB® GW1)QJ 6WDQGDUGYV 8SGDWH RSEB’” 1 R6$ FMIDRKBHDQ/GIVH QWH6 BRARKBWLQJ 6WDQGE

7KH VWDQGDUG UHTXLUHV OHVVHHV WR UHFRJQL]H WKH DVVHWV DQG OLDELOLWLHV DULVLQJ IURKHOHADBNYV LRQFWWHRED 60 QW H WM+
ILQDQFH OHDVHV DQG RSHUDWLQJ OHDVHV DUH VXEVWDQWLDOO\ VLPLODU WR WKH FODVVLILFDWLR® BWGRESNMHE® WKL \G VYWDLQUEIXU &
WKH ILUVW TXDUWHU RI ILVFDO XVLQJ WKH PRGLILHG UHWURVSHFWLYH DSSURDFK

7KH PRGLILHG UHWURVSHFWLYH DSSURDFK SURYLGHV D PHWKRG IRU UHFRUGLQJ :H{ LWOH QN HIH I/ K VS DWW NIDG R SR LIRUCD E WW R DDD R[S X
ZKHWKHU DQ\ H[SLUHG RU H[LVWLQJ FRQWUDFWY DUH RU FRQWDLQ OHDVHYV WKH OHDVH FODVVLILFDWLRQIHFW DYQHHBEWERH B ORHL
SUDFWLFDO H[SHGLHQW OHDVH FRQVLGHUDWLRQV WR QRW DOORFDWH OHDWN WRGKLEHDODWH\RQVWVEHWABNE PRIQVHGHYG WIRRQ U HDL
IRU DFFRUGLQJO\

:H DSSOLHG D SRUWIRBPW R YIHSS URDFARX YW HRU WKH OHDVH O IHD H [FOAXVAHH D D QGHY LZ KWKRD X \LIQ LOMICDVAH WNVATRELFPRQWKY RU OHVV U

$GRSWLRQ RI WKH QHZ VWDQGDUG UHVXOWHG LQ WKH UHFRUGLQJ RI PLOOLRQ DQGDQGPLO®LR® IRR G X QUAHRUW HD\HDR/FHE® DG BUIHGU
EHWZHHQ WKH DSSUR[LPDWH YDOXH RI WKH ULJKW RI XVH OHDVH DVVHWY DQG OHDVH OLDELOLWLHV LYKBHWXPXEXOWMOLEGHFWERQGH I
DFFXPXODWHG GHILFLW ZDV PIRGQE R® HOXH 2D WRHP D &RISWD R QL FRRODFWVR RIQGW Wi G R/RSMWMPHQW RI RSHUDWLRQV RU FRQVROLGD
SUHVHQWHG LQ DFFRUGDQFRISZIFWK OHJDF\ JXLGDQFH LQ

5HFHQWOBF¥RXQ®LQJ 6WDQGDUGV
5HIHU WR 1RWH RI WKH QRWHV WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGHG LQ WKLV )RUP . IRU RXU DVVHVV
(PHUJLQRZWK &RPSDQ\ 3(*& B6WDWXV

“H DUH DQQUPHWR ZWK FR B3I QY HG SLRWW EQIGH bBF WH BP®&E JURZWK FRPSDQLHY FDQ GHOD\ DGRSWLQJ QHZ RU UHYLVHG DFFRMUYWX QY
WKRVH VWDQGDUGYV DSSON WRYSUHDBWW H®RMSD RVHWEKLY HIWHQGHG WUDQVLWLRQ SHULRG IRU FRB B QM QAL ZH VGO WHYWR UGS REE LEEL
WKH HDUOLHU RI WKH GDWH ZH IL UPDK QRHOR QLHU LJQ KY&R RDE QL RBW RXW R WK H $SHFWWH Q GIHHGY XAOD QR/X. W ERQ \SRIQJILRBWSHIR VLL@GHEF L €
FRPSDUDEOH WR FRPSDQLHV WKDW FRPSO\ ZLWK QHZ RU UHY HHFW DF R RXDMWHL\J SURQRXQFHPHQWYV DV RI SXEOLF FRPSDQLHVTY



,7(0 $ 4XDQWLWDWLYH DQG H X DERXMWVADY BN HWFBIRMK U

:H KDYH RSHUDWLRQV LQ WKH 8Q DW KB GZ BWDDMAHN[ HR\GH GQW/RI PQDWHRQDIOWN LQ WKH RAFGU\Q B U\ RFFREKIUMH FRKIURIXIQ EX MLV XD WQ R Q X GQIC
TXDOLWDWLYH GLVFORVXUHV DERXW WKHVH PDUNHW ULVNV LV VHW IRUWK EHORZ

JRUHLJQ &XUUHQF\ 5LVN

7KH VLIQLILFDQW PDMRULW)\ RI RXU VDOHV FRQWUDFWYV DUH GHQRPLQDWHG LQ 8$6S FELRWDICFOQ R | RXWKRIS HWPDW DQQ X-P[BHQ \RH F RQW UL
GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHY DQG VXEMHFW WR IOXFWXDWLRQV GXH WR FKDQUHW LIMK IRRR G TS )8 WMOHIGDROBER RADLGRIGD (O ID\
IOXFWXDWLRQV LQ IRUHLJQ FXUUHQF\ H[FKDQJH UDWHV PD\ FDXVH XV WR UHFRJQKJH WFWD RN D FRASR QY KBWQFDIQ G FROHW ILQ RRWH
WR RXU EXVLQHVV ZRX0OG QRW KDYH D PDWHULDO LPSDFW RQ RXU KLVWRULFDOWRK YR SDEWWH GRIUB DLF EXO WGPV HiPFHIQDA\ HRWD M
RSHUDWLQJ UHVXOWYV ZH KDYH QRW HQWHUHG LQWR GHULYDWLYH RU KHGJLQJ WUDQVDFWLRQV EXW ZH PD\ GR VR LQ WKH IXWX
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5HSRUW RI ,QGHSHG B RIVOBMIDVWAIQU )LUP

7R WKH %RDUG RI 'LUHFWRUV DQG 6WRFNKROGHUV RI ,URQL1HW ,QF
2SLQLRQ RQ WKH )LQDQFLDO 6WDWHPHQWYV

:H KDYH DXGLWHG WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWV RI ,URQ1HW ,QF DQG LWV VXEVLGLDULHV WKH 3&RPSI
FKDQJHV LQ VWRHANRRWGHUXYW\ DQG RI FDVK IORZV IRU WKH \HDUV WKHQ HQGHG LQFOXGLQJ WKH UHODWHG QRWHV FROOHFWLY
SUHVHQW QDDLOO\WPDWHULDO UHVSHFWYV WKH ILQDQFLDO SRVLWLRQ RI WKH &RPSDQ\ DV RI -DQXDU\ DQG DQG WKH UHVX!
JHQHUDOO\ DFFHSWHG $RHWKHD8QLWHG 6WDWHV RI

6XEVWDQWLDO 'RXEWVHERXMWVWWR &REIDA\XH DV D *RLQJ &RQFHUQ

7KH DFFRPSDQ\LQJ FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY KDYH EHHQ W B&DEX\GY B GVXP LRWW K DMR WWKH 8FRRRB\DRD LA MVDHER QL@ D
ORVV FDVK RXWIORZV IURP RSHUDWLQJ DFWLYLWLHV DQG DQ DFFXPXODWHG GHILFLW WKSODQNLYVG WK ENWD Q\R LY K HGRIX EDWTHERX
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY GR QRW LQFOXGH DQ\ DGMXVWPHQWYV WKDW PLJKW UHVXOW IURP WKH RXWFRPH RI WK

%DVLV IRU 2SLQLRQ

7KHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH WKH UHVSRQVLELOLW\ RI WK HV&RPGDRO VG B IVGIIE] HLFQHIYE L ©X0U VK-V IRl BRIV @ RIEQ
DFFRXQWLQJ ILUP UHJLVWH U BBF RIXVQ KV MGKIH 23 HEO/ILD R\R PEMMUG 8QLWHG 6WDWHV 3&%$2% DQG DUH UHTXLUHG WR EH LQGHSHQGHQ
DSSOLFDEOH UXOHV DQG UHJXODWLRQV RI WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ DQG WKH 3&$2%

:H FRQGXFWHG RXU DXGLWV Rl WKHVH FRQVROLGDWHG ILQDQF /KR WHVBWERBQWE VL. Q HOTRARIHGW Q BW ZIHVEKOW RHD\)VEDSHED BB R WIK W K
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH IUHH RKFDV/RPSIDIA PV \QRWD W H PXIQUM GZ WHRWKKCHYLH G ® R UN RH i i URH HRQU DUBIGGW R SV S IR
RI RXU DXGLWV ZH DUH UHTXLUHG WR REWDLQ DQ XQGHUVWDQGLQJ RI LQWHUQDO FR QKFAURIO RY H VUV LRY D/QKH R RISISR\UW L Q W B X'\W DI
$FFRUGILAHWBG{SUHVV QR VXFK RSLQLRQ

2XU DXGLWV LQFOXGHG SHUIRUPLQJ SURFHGXUHV WR DVVHVV WKH ULVNV RI PDWHULDO PLVVWDWHPHQW Rl WKH FRQVROLGDWHG
LQFOXGHG H[DPLQLQJ RQ D WHVW EDVLY HYLGHQFH UHJDUGLQJ WKH DPRXQWV DQG GLVFORVXUHV LQ WKH FRQVROLGDWHG ILQD
PDQDJHPHQW DV ZHOO DV HYDOXDWLQJ WKH RYHUDO O: 8 UHV®IGHY BIWL RDWR R WK D ¥ RIQVR GIURDWE B DL Q B Q¥ RQO E/GHD BBPIHQMRY RX U F

6LIJQLILEDQWDFWLRQV ZLWK 5HODWHG 3DUWLHYV
$V GLVFXVVHG LQ 1RWH WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY WKH &RPSDQ\ KDV HQWHUHG LQWR VLJQLILFDQW O
VBULFHZDWHUKRXVH&RRSHUYV //3

:DVKLQJWRQ 'LVWULFW RI &ROXPELD

0D\
:H KDYH VHUYHG DV WKH &RPSDQ\ V DXGLWRU VLQFH



LRQ1IHW ,QF
&RQVROLGDWHG %DODQFH 6KHHWYV
LQ WKRXVDQGV HHGRHEBIV SHU VKDU

-DQXDU\ -DQXDU\
$VVHWV
&XWHQW DVVHWYV
&DVK DQG FDVK HTXLYDOHQWYV
$FFRXQWYV UHFHLYDEOH
8QELOOHG UHFHLYDEOHV
5HODWHG SDUW\ UHFHLYDEOHV 2
$FFRXQWY DQG UHODWHG SDUW\ UHFHLYDEOHV
,QYHQWRU\
"HIHUUHG FRVWYV
3UHSDLG ZDUUDQW\
3UHSDLG H[SHQVHV
2WKHU FXUUHQW DVVHWYV
7TRWDOHRXW DVVHWV
‘"HIHUUHG FRVWYV
3URSHUW\ DQG HTXLSPHQW QHW
3UHSDLG ZDUUDQW\
"HSRVLWY DQG RWKHU DVVHWYV
7RWDO DVVHWV
/LDELOLWLHYV D Q GGHWIRFNK RHOTGKH WA
&XWHQW OLDELOLWLHV
$FFRXQWV SD\DEOH
$FFUXHG H[SHQVHV
‘"HIHUUHG UHYHQXH
"HIHUUHG UHQW 2
5HODWHG SDUW\ QRWHV SD\DEOH 2
&RQYHUWLEOH QRWHV SD\DEOH 2
&RQYHUVLRQ IHDWXUHV RQ FRQYHUWLEOH QRWHYV SD\DEOH 2
,QFRPH WD[ SD\DEOH
2WKHU FXUUHQW OLDELOLWLHYV
7TRWDOHBDXWOLDELOLWLHYV
"HIHUUHG UHYHQXH
"HIHUUHG UHQW 2
:DUUDQWYV 2
2WKHU ORQJ WHUP OLDELOLWLHV 2
7RWDO OLDELOLWLHV
6WRFNKRGGEHLALW HTXLW\
3UHIHUUHG VWSTDAN YDOXH/ KDUHV DRWRRWIXHG RU RXWVWDQGLQJ 2 2
&RPPRQ VWRFISDU YDOXHKDUHV DXWKRDQPFHG VKDUHV LVVXHG DQG RXWVWDQGLQJ DW -DQXDU\ DQG -DQXDU\ UHVS

$GGLWLRQDO SDLG LQ FDSLWDO
$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH
$FFXPXODWHG GHILFLW

7TRWDO VWRFEKR®TGWUWT XLW\

7RWDO OLDELOLWLHY DQG VWRFNKROGHUV GHILFLW HTXLW\

7KH DFFRPSDQ\LQJ QRWHV DUH DQ LQWHJUDO SDUW Rl WKHVH ILQDQFLDO VWDWHP




































































































































