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7DEOH RI FRQWHQWYV

%RDUG 5HSRUW 2XU EXVLQHVV J)LQDQFLDO VWDWHPHQWYV
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2XU EXVLQHVYV

'H FUHDWH YDOXH LQ D QXPEHU RDDUQWOWMOQG WUHQGV 'H DUH QRW D EDQN EURNHU RU LQYHVWPHQV
DQG QRQ ILQDQFLDO zZD\V IRU D YDULHW\ RI DQG GR QRW KDYH RXU RZQ $VVHWV XQGHU 0f
VWDNHKROGHUY 6XSSRUWHG E\ R3UW EXVLQHVV $X0 :H DOVR GR QRW GHYHORS RU PDNH SUF

QRW SURYLGH DQ\ VHUYLFHV DQG GR QRW KD
SURSULHWDU\ WHFKQRORJ\ SODWIRYIRy 34kkH ILUVW KDOI RI ZH KDG DERIWK MR PREIHHQWY 2XU YDOXH FKDLQ FRPS

SURYLGH OLTXLGLW\ LQ ILQDQFLDWKSBYRGWBWELQJI YHQXHV LQ FRXQW BlpHR\G P RRVGQG@ WK RXU LQVWLWXWLRQDO FRX
WKDW KHOSV FRQWULEXWH WR PRIRVPGILFISYBW-GH OLTXLGLWS IOQ RWHQIJYLPH EURNHUVY DQG UHJXODWRUV
PDUNHWYV E\ ORZHULQJ RYHUDOO WY PRCQR! HIFKDQJH ZKLFK LV RYHU  SHUFHQW RI DOO

FRVWV GHOLYHULQJ JUHDWHU H[HEXYWPRBPCO! 7KH (73 ODUNHW

TXDOLW\ DQG PDUNHW WUDQVSDUJZ—IIIQE\FK)LJ)QQUJH ZH SURYLGH OLTXLGLW\ LQR(¥HFRQWO\HDUV WKH (73 HFRV\VWHP KDV FF
RXU HPSOR\HHV ZH SURYLGH D FRRSEQAR &L TXxRWH EDVLV VoR/ @HW KWL RRWEUH DQG H[SHULHQFH VLIQLILFDQW JURZ\
DQG FRQVWDQWO\ HYROYLQJ ZRUNRXQWHUSDUWLHYV DFURVV WKH JOREH $XPFBDRELQYPEDHNR!I SURGXFWV *OREDO (73 $>
HQYLURQPHQW WKDW HQDEOHV WRMPHWRDQDJHUV SHQVLRQ IXQGV LQVXQDPHHFHVHG IURP ¥ ELOOLRQ DW WKH HQG

GHYHORS WR WKHLU IXO0 SRWHQWRPDIP QL Wy PO\ RIILFHV KHGJIH IXQ&Y DQBLRWKRQWW WKH HQG RI -XQH 07,
DQ DFWLYH LOQWHUHVW LQ WKH VRFIGH WEHA/QXBEHU LV LQFUHDVLQJ RQ DR WHIR/RNW IGTA @Y WKH PDUNHW UHFRYHU\ FRP

OV by WKH FRQWLQXHG JURZWK RI WKH (73 LQGXVW!
ZKLFK ZH RSHUDWH FRQWULEXWLRQJ WR ORFDO EHOLHYH WKHUH DUH D QXPEHU RI UHDVRQV |
OHDUQLQJ LQRLWLDWLYHV DQG FKDYLWLHY ro wr (73v zH SURYLGH oL TXRER WS 1t @I VAPRHU RQH LV WKDW LQYHVW

WKURXJK WKH )ORZ 7UDGHUV JRXQEPMWMPHPRQwv zKRVH YDOXH LV FRUUH\PIRGER BWHCOMR AW UDQVSDUHQW QDWXUH
$QG ZH FDUH IRU RXU LQYHVWRUVEED FKDQJH LQ WKH YDOXH RI XQGHUO\N@PRIHYHE KWK YR IROORZ FOHDUO\ KRZ WKH
IRFXVLQJ RQ JURZLQJ SURILWDEODWDMM® VYV VXFK DV IXWXUHV RU ERQGV XHFEYLWLHN, DUH SHUIRUPLQJ $QRWKHU UHD

SURYLGLQJ GLYLGHQG UHWXUQV BXUWY¥BXHGHWR LPSOHPHQW RXU GLYHUVISY AL RHTHG CuA W Oy ODEOH DW ORZ FR

F WKHU DVVHW FODVVHV DQG s UFRYUENGBREG VRAG HBYLP GXULQJ PDUNHW Ki
FUHDWLRQ PRGHO VKRZV KRz ZH FDUHJNHWHRPDNHU LQ ); IL[HG LQFRPH FRMFRYRRLHY WHRW (73V FDQ EH FRPSRVHG RI I

P
YDOXH DQG WKH LPSDFW RXU EXVL@U—%MKQ&BMHQF\ LQVWUXPHQWY IURP DOPRVW DQ\ DVVHW FOD\
RQ RXU VWDNHKROGHUYV ORFDWLRQ SURYLGLQJ LQYHVWRUV DFFHVV W
ZRXQG QRUPDOO\ EH GLIILFXOW WR UHDFK
,UUHVSHFWLYH RI ZKDW ZH WUDGH DV D OLTXLGLW\ SURYLGHU

ZH JHQHUDOO\ GR QRW KDYH D GLUHFWLRQDO RSLQLRQ RQ WKH
PDUNHW ,Q RWKHU ZRUGV RXU UHVXOWPEFR gRWHEuSsHEBQRPHQW

RQ WKH GLUHFWLRQ RI PDUNHW SULFHV.gZYply (+3 AR eHU 0DQDIHPHQW UHE
WKURXJK WKH VPDOO SULFH GLITHUHQF Ry WKPY, RUFL B ROLIHG S UL v O SUHGRPLODO!
EHWZHHQ EXILQJ DQG VHOOLQJ UHODWHBZ RR G Y B AP Qb cHUO\LQI DVVHW SULFHYV
DVVHWYV :KHWKHU WKDW LV EHWZHHQ WHRy % G IFgR IR bvvHwW LQIoRZYV *OREDO LG
VHOO DQG WKH SULFHV ZH SD\ RU UHFHELYH JRYWKH £ G0LRO LO WKH ILUVW KDO! R

XQGHUOILQJ RU UHODWHG ILQDQFLDO L@¥NWIKFHOWERW,R ELOOLRQ LQ WKH VDPH SHL
PLWLIDWH RXU ULVN RU WUDGLQJ ); SOLHM, DFFRUGLOJ WR (7)*

yI2: 75$'(56 _+$/) <($5 5(3257



7KH (73 PDUNHW HQYLURQPHQW GXULQJ)WRHA TUDVGCW IKWOHRHQWO\ H[SDQGHG LWWUDGCWQRDERQXPHY DQG YRODWLOLW\ 1RUPDC
ZDV FKDUDFWHUL]JHG E\ ORZHU OHYH®RWSES PDQWHW $3%$& DIWHU WKH UHFHLSI\WWWRWBEBH )KDWLEZIPYOOLR® YVPLOOLRQ LQ
DFWLYLW\ FRPSDUHG WR WKH ILUVW KDQQRIKLQD7TDPGIRBHQLQJ RI WKH 6KDQJKBL RIILFHWK 1RUPDOL]JHG EBNLF (3% RI

YROXPHV DFURVV PRVW UHJLRQV DQG DVVHW FODVVHYV Yo LQ + 7KH LQWHULP )< GLYLGHQG K
GHFOLQHG VLIQLILFDQWO\ \HDU RYHU \HP& B¥ PPHMHWY HUY L HZ EHHQ VHW DW %  SHU VKDUH YV WKH LQWH
DEVRUEHG WKH KHDGOLQH QHZV IURP WKH FRQIOLFW LQ GLYLGHQG RI %  SHU VKDUH

(DVWHUQ (XURSH WHQVLRQV LQ 6RXWKRHORW 7P GHBOEHWFRWGHG 1RUPDOL]HG 1HW 7UDGLQJ
VLIJQLILFDQW LQFUHDVHV LQ LQIODWLRQQU®EHF HWERDIO PBRORLRQ LQ WKH ILUVW KDOI RI
LQWHUHVW UDWHV RYHU WKH SDVW \HDU 9ROYDAWLOLRLMNOONVRQ LQ + UHIOHFWLQJ WKH
PHDVXUHG E\ WKH 9,; LQGH[ LQ WKH ILUWMHKDOP RPDUNHW DQG WUDGLQJ HQYLURQPHQW 1RUPDOL]HG
RQ DYHUDJH ZDV DOVR PXFK ORZHU2WKHd) L&A RRFLOOLRQ ZDV GHULYHG IURP WKH
WKH ILUVW KDOI RI RQ DYHUDJH VWHWIDRKH HIF LOYHVWPHQWY PROWLRQLRQ YV
OHYHOV LQ -XQH QRW VHHQ VLQFH EHIRYH &29,(XURSH RXU KRPH PDUNHW FRQWULEXWHG
WKH PRVW WR RXU 17, ZKLFK UHIOHFWV WKDW UHJLRQ V KLJK

7KH $PHULFDV UHPDLQV WKH ODUJHVW @HWHURLWRZ YLVLELOLWI DQG FRXQWHUSDUW\ DQG SURGXFW

JOREDOO\ ZKHUH WRWDO (73 PDUNHW YDROXIURUDEMF B DV WKH IDFW WKDW WKH JURZWK
Y WULOOLRQ LO WKH ILUVW KDOI RI EXW-RHVV DFWLYLWLHV DUH W\SLFDOO\ ORFDWHG DW RXU KHDG

WULOOLROQ LQ + JORZ 7UDGHUV Rz WRyb® $7YWHUGDP 7KHUH ZHUH DOVR VLIQLILFDQW
YDOXH WUDGHG LQ WK HY$ P HALIFOMRDDVQ VRIQWULEXWLRQV IURP WKH 86 DQG $3$& 7KH GLVFLSOLQHG
ILUVW KDOI RI % ¥VOOLROQ LOQ + H[HFXWLRQ Rl RXU VWUDWHJILF JURZWK DJHQGD PHDQW WKDW

'"HVSLWH WKH ORZHU PDUNHW WXUQRYHbBRYSHNNPHRWYu4HgDYH PDGH DUH \LHOGLQJ PHDQLQJIXO

FRQWLQXHG WR JURZ DQG GHHSHQ LWV BYWOHB8Y SUHVHQFH LQ
WKLV LPSRUWDQW PDUNHW DV H[HPSOLILHG E\ RXU
H[SDQGHG FRXQWHUSDUWLHY DQG QHZ QWK ARMWK YHGH 1RUPDOL]HG IL[HG RSHUDWLQJ
PDNH PDUNHWYV H[SHQVHV LQFUHDVHREL@W®&RLRQ LQ WKH SHULRG
YV % PLOOLRQ LQ + 7KH PDLQ GULYHUV RI
,Q(0($ WRWDO (73 PDUNHW YDOXH wuDMHE 2RFYHDVH LQ IL[HG H[SHQVHV DUH EDVH
WULOOLRO LQ WKH ILUVW KBV@ILROLRQYWORPSHQVDWLRQ LQFUHDVHV WHFKQRORJ\ LQYHVWPHQWYV WR
JORZ 7UDGHUV WRWDO (73 YDOXH WYDSREW, §Lbi¢/ VLILFDWLRQ LQLWLDWLYHV DV ZHOO DV QHZ
ZDW: ELOOLRQ LQ WKH ILUVW®%KDOI RI KLURN, )7(V LQFUHDSHEREIQW WR

ELOOLRO LO + 'H UHPDLQHG D WRS!BYPRO&GIHG YDULDEOH HPSOR\VHH H[SHQVHV GHFUHDVHG
SURYLGHU LQ (73V LQ (0($ DQG PDQDIHAVRR*IJFRP KRR YVPLOOLRQ LQ + ZKLFK

RQ DQG RII HFKDQJH SUHVHQFH IXUWKHBIOHFWV WKH GHFUHDVHG ILQDQFLDO SHUIRUPDQFH RI WKH
EXVLQHVV GXULQJ WKH SHULRG

,Q $3%& WKH (73 PDUNHW UHPDLQHG IUDJPHQWHG ZLWK
*
ODUJH GLITHUHQFHV LQ WUDGLQJ YROXPHVYH@YBIL\Gh FRRAPYT DQG FRVW GIQDPLFV JORZ 7UDGHUV

UHJXODWLRQ DQG PDWXULW\ DFURVV G LARRYHERF S WH®YPRRQVWUDWH VROLG RSHUDWLRQDO OHYHUDJH
7RWDO (73 PDUNHW YDO¥H WwwiGHEL gQVEGWK D 1IRUPDOLJHG (%,7'$ POLQIMNKRITLUVW

WKH ILUVW KDO| % WUWMOOLRO LQ + KDOI RI YV LQ + ZLWK 1RUPDOL]HG
2XU WRWDO (73 YDOXH WUDGHBELD® sRQDL@DvSyRI ¥ PLOOLR@ YV PLOOLRQ LQ +
WKH ILUVW KDOI RI ELXOLRO LQ + GHVSLWH WKH VLIJQLILFDQW GHFOLQH LQ PDUNHW
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1RUPDOL]HG 3HUIRUPDQFH ,)56 5 HFRQFLOLDWLRQ

JORZ 7UDGHUV PDNHV FHUWDLQ DGMXVWRHRRYxYWB QW RF X% uR )RU WKH VL[ PRQWKV HQGHG
,)56 H[SHQVH DQG SURILW PHDVXUHV WR GHULYH DQ

$OWHUQDWLYH 3HUIRUPDQFH OHDVXUHV 1RUPDOL]HG WRWDO LQFRPH

LV WR H[FOXGH RU DGMXVW LWHPV WKDy fﬂWBB%I‘-’i"é’&T”L’IQ‘?ﬁWPHQWV DGMXVWPHQW IURP HTXLW\ WR
EH VLIQLILFDQW LQ ERWK QDWXUH RU VIJi.bQG ZKHIR WKH

WUHDWPHQW DV DQ DGMXVWHG LWHP SURYLGHV VWDNHKROGHUYV

ZLWK XVHIXO LQIRUPDWLRQ WR DVVHYVv-_HMEOVEY, BRI LW DFFRXQWHG LQYHVWPHQWY
RU TXDUWHU RQ TXDUWHU XQGHUO\LQJ )38 WRWDO LQFRPH

WKLV EDVLV WKH IROORZLQJ LWHPV ZHUH DGMXVWHG RU

H[FOXGHG IRU WKH UHVXOWY UHSRU 1RUPDOLIHG (%.7'$

)DLU YDOXH 2&, LQYHVWPHQWY DGMXVWPHQW IURP HTXLW\ WR
@5HPRYDO RI ,)56 WUHDWPHQW RI VKD&WREDNVHRE ORVYV

SD\PHQWYV ZKLFK LQFOXGH WKH GHIHUDPOBIWR RRUMKRW\ DFFRXQWHG LQYHVWPHQWYV
RI WKH FXUUHQW \HDU VKDUH SODQV B¥%ZKPOHPYHQVHYV

UHFRIJQLWLRQ RI SULRU \HDUVT VKDUH $OHPLRWH K Mk D UH SODQV
DGMXVWPHQW SURYLGHV LQVLIJKWY LQWR WKH UHODWLR

VKLS
EHWZHHQ WKH FXUUHQW \HDU YDULDEF XOYHQAL\HRY VKD%H SODQ GHIHUUDO

H[SHQVHV DQG FXUUHQW \HDU WUDGLLRWDQ ,)56 (%,7'$

@2WKHU LQFRPH OLQH LQFOXGHV DOO WKH UHDOL]HG DQG
XQUHDOLIHG UHVXOWV RQ )ORZ 7UDG IR ihpoLIne Oniw SURILW
HTXLWA LQYHVWPHQWYV E\ LQFOXGLQ Iy ATEY Y wp[ )56 DGMXVWPHQWYV
LQYHVWPHQWY DFFRXQWHG IRU DV )D%Lé[QQDJ(‘)l)I(HUi_'V\(IQKFHHU
&RPSUHKHQVLYH ,QFRPH )92&, DQG 1HbLYaNdh
(TXLW\ DFFRXQWHG ,QYHVWPHQWYV LG 228 QHW SURILW
UHVXOW RI LQYHVWPHQW DFFRXQWHG IRU DV )DLU 9DOXH
3URILW DQG /RVV )93/

LQFOXGHG LQ™ b D0L]HG QHW WUDGLQJ LQFRPH

@;QERRPIT HISHOVHY RI % P SUHGRPLODHFQPVVLILFDWLRQ RI LQFRPH UHODWHG WR ORQJ WHUP
Q [SHQ y QD Yﬂ\/WPHQWV

UHODWHG WR SUHYLRXVO\ FDSLWDOL*RELrcetio il

LQFXUUHG DV SDUW Rl WKH EDODQFH-9=28 QHW WUDGLQJ LQ

ZRUN

@1HW WUDGLQJ LQFRPH LV QRUPDOL]JHG E\ UHFODVVLI\LQJ
LQFRPH UHODWHG WR ORQJ WHUP LQYHVWPHQWY WR RWKHU
LQFRPH

@7D[ H[SHQVHV DUH DGMXVWHG EDVHG XSRQ WKH SUH
WD[ DGMXVWPHQWY DQG RU H[FOXGHG LWHPV DERYH

6HH QRUPDOL]JHG WR ,)56 UHFRQFLOLDWLRQ
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(6%

6KDUHG YDOXH YORZ 7UDGHUV (6* PLVVLRQ DQG DPRZWURGHUV (6* DPELWLRQ LV WR HQVXUH W
YORZ 7UDGHUV ZDV IRXQGHG DOPRVW \HDUV DJR DQG IXQEWLRQLQJ RI PDUNAWY ZKLFK 2LOO DVVLY

&Y ¥ DUGV D VXVWDLQDEOH
LQ WKDW WLPH ZH KDYH GHYHORSHG DQ’ K ARMRPL ¥ Y PF&QJI VLIQLILFDQW FkoYEH MO UG WETFRUYBS Q

HQWUHSUHQHXULDO VSLULW WKDW HQDEOHWWP WP EFRZI HWEYH IRU RXU SHRSJ@ 0¥ Y WKL G RQRIM WUDGLQJ FDSDELOLWLH
H[SORUH QHZ PDUNHWYV :H UHFRJQL]H WPV @PWkRRPQ/ DQG LQWHUQDWLRQDO LQWHWRWWLWHNVOBQREOH LQYHVWPHQW SURGXF

JURZWK FRPH UHVSRQVLELOLWLHV WKDWSRUEFNRKISE #y1VH FKDOOHQIHV (YHU\ RUUDQH® WDRQOALDQ@G HIILFLHQWO!

FRUH EXVLQHVV DQG WKDW RXU DFWLYKRYHVWR PR MV R UROH LQ WKH W EBOARRRVRIQW RV IGH GULYH IRU IDLU DQG WUDQ

VRELHW\ LQ ZKLFK zH OLYH DQG RSHUDWKVWDLQDEOH VRFLHW\ GHSHQGLQJ RQ LWRUNHEBYWLQFRQWUQXRXV FROODERUDWLR
RSSRUWXQLWLHV ILQDQFLDO DQG LQYHVWPHQW FRPPXQLW\

$W WKH VDPH WLPH VRFLHW\ KDV D YHU\ UHDO LPSDFW RQ @2SHUDWLQJ ZLWK KLIK HWKLFDO VWDQGDUC
RF LWK ODZV DQG UHJXODW
RXU EXVLQHVV DQG RSHUDWLRQV %RWK Wk H QRe&xWVHrWRU FDQ EH DQ LPSRUW FREWO LB RWit £ Q

ULIKWYV
&RPPLWWHH DQG WKH %RDUG sD\ FoRVHYBWWIHQUWAREP @ %/ bV WDLQDELOLW\ DIHQG B IV W & QIURPIRIRH
ZLGH YDULHW\ RI GHYHORSPHOWY D06 WEHWBYARESW HBRRFH E\ LQFRUSRUDWRRY RRMURLBKGWRIRDEOH WDQJILEOH SUDF
SRVH HLWKHU D ULVN RU HQ RESFOMXQVYRFLDO DQG JRYHUQDQFH (6* IDFWRUV LBWR LR H/QW PIHQGWRZDUGYV RXU FRPPXQLW
ZRXOG EH WKH RSSRUWXQLW\ WKkDW FRFEHFEY WRQWONLR{ QG E\ VXSSRUWLQJ WKHVEHIG RILSRW IIRQERGHYHORSLQJ RXU SHRSO!
WR GLILWDOL]DWLRQ ZKLFK LV KHOSLQADPWMP AL ¥RoEXYYDLQDEOH LOQLWLDWLYHWXSSRUWLQJ RXU HFRVIVWHP

SURGXFWV DQG VHUYLFHVY PRUH ZLGHO\ DYDLODEOH WR
LQYHVWRUV DFURVYV VRFLHW\ JORZ 7TUDGHUV KDV D FULWLFDO DQG LPSRUWDQW UROH WR SOD\

LQ WKH JOREDO ILQDQFLDO HFRV\WVWHP DQG HQVXUHV WKDW

JRU XV (QYLURQPHQWDO 6RFLDO DQG *REPRELBRH RYNHWYV IXQFWLRQ LQ DQ RUGHUO\N PDQQHU  :H
LV DERXW FUHDWLQJ VKDUHG YDOXH 7R/ BEHWWWEKYHEO HFRQRPY E\ DOORZLQJ LQYHVWRUV
PDQDJH RXU LPSDFW DQG RXU QHHG WRLRIFPEWHAKBBRELRQ IXQGV DQG UHWDLO LQYHVWRUV WR
YDOXH ZH KDYH GLYLGHG RXU @tQRFXx\VBROAYWKHLU ULVNV E\ EHLQJ DEOH WR WUDGH DW DOO
PDLQ IRFXV DUHDV :H KDYH DOVR FRQQWERME WkANRFYHU PDUNHW PDNHUV VXFK DV RXUVHOYHV
QLQE* IRFXV DUHDV ZLWK WKUHH FRUUH\PSRYBRBYH LW PXFK FKHDSHU DQG PRUH HIILFLHQW WR
8QLWHG 1DWLRQV 6XVWDLQDEOH ‘HYHONSHPHIWWRBEWQ SUHYLRXV GHFDGHV ZKLFK EHQHILWV

6'*V WKDW ZH EHOLHYH DUH SDUWLEXODUA'BRBHYD LR NHY UROH )ORZ 7UDGHUV KDV D
JORZ 7UDGHUV UHVSRQVLELOLW\ WR FRQWULEXWH WR WKH ILQDQFLDO VWDELOLW\

DQG WKH VXVWDLQDEOH DJHQGD LQ WKH FRXQWULHV LQ ZKLFK

ZH RSHUDWHYV VHH )ORZ 7UDGHUVY YDOXH FUHDWLRQ

PRGHO $Vv D NH\ PDUNHW SDUWLFLSDQW DW WKH FRUH RI

WKH ILQDQFLDO HFRV\VWHP )ORZ 7UDGHUYV ZLOO VXSSRUW

WKH DFFHOHUDWLRQ RI WKH WUDQVLWLRQ WRZDUGV VXVWDLQDEOH
JURZWK DQG ILQDQFH QRWDEO\ E\ SURYLGLQJ OLTXLGLW\ LQ

WKH HYHU JURZLQJ VXLWH RI (6* (7)V
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6WDNHKROGHU H[SHFWDWLRQV DQG

PDWHULDOLW\ DQDO\VLYV

$V D ILUVW VWHS WRZDUGV WKH FUHDWLRQ RI RXU (6*
VWUDWHJI\ ZH SHUIRUPHG D PDWHULDOLW\ DQDO\VLV WR
LGHQWLI\ WKH (6* UHODWHG LVVXHV WKDW VKRXOG EH RXU
PDLQ DUHDV RI IRFXV %DVHG RQ LQWHUQDO DQG H[WHUQDO
GHYHORSPHQWY ZH GHWHUPLQHG D VKRUWOLVW RI UHOHYDQW
WRSLFV 7R GHWHUPLQH WKH SULRULW\ RI WKH UHOHYDQW
WRSLFV ZH ILUVW ODXQFKHG D VWDNHKROGHU FRQVXOWDWLRQ
SURFHVV WR LGHQWLI\ WKH (6* UHODWHG LVVXHV WKDW
YDULRXV VWDNHKROGHUV EHOLHYH VKRXOG EH RXU PDLQ
DUHDV RI IRFXV WKURXJK D VXUYH\ )ORZ 7UDGHUV KDV

KDG WKH IHHGEDFN IURP D ZLGH VHOHFWLRQ RI
VWDNHKROGHUV LQFOXGLQJ VKDUHKROGHUV FRXQWHUSDUWLHYV
DQG LVVXHUV DQG HPSOR\HHV 7KHVH VWDNHKROGHUYV

ZHUH VHOHFWHG EHFDXVH )ORZ 7UDGHUV GLUHFWO\
LQIOXHQFHV WKHLU LQWHUHVWY 7KHVH )ORZ 7UDGHUVT
VWDNHKROGHUV UHFRJQL]H WKDW ZH SOD\ D UROH LQ (6*

IURP QXPHURXV VWDQGSRLQWYV )ORZ 7UDGHUV DV D
SDUWLFLSDQW LQ WKH ILQDQFLDO PDUNHWVY HFRV\VWHP )ORZ
7UDGHUV DV D EXVLQHVV SURYLGLQJ VHUYLFHV DQG DV D
FRUSRUDWH DFWRU ,Q HDFK RI WKHVH UROHV )ORZ 7UDGHUV
KDV GLITHUHQW UH YV $RRRQUELOW\D WHRRHD G

ZLWK LQWHUQDO PDQDJHPHQW WR SULRULWL]H WKH LVVXHV
ZLWK ZKLFK )ORZ 7UDGHUV FDQ KDYH WKH PRVW

HFRQRPLF HQYLURQPHQWDO DQG VRFLHWDO LPSDFW DQG

RXU (6* UHSRUWLQJ DQG .3,V UHIOHFW WKLYV

7KH RXWFRPHV RI WKH VWDNHKROGHU DQG PDQDJHPHQW
SULRULWL]DWLRQ LV SUHVHQWHG LQ WKH PDWHULDOLW\ PDWUL[
EHORZ ZKLFK ZzDV YDOLGDWHG E\ ERWK WKH %RDUG

KHOSHG XV GHWHUPLQH RXU (6* SULRULWLHV 7KH [ D[LV
UHSUHVHQWY WKH SULRULWL]DWLRQ E\ LQWHUQDO PDQDJHPHQW
DQG WKH \ D[LV WKH SULRULWL]DWLRQ E\ VWDNHKROGHUV 2Q
WKH EDVLV RI WKH PDWHULDOLW\ PDWUL[ )ORZ 7UDGHUV KDV
LGHQWLILHG NH\ LVVXHV Rl ZKLFK ILYH DUH FRQVLGHUHG
KLIJKO\ PDWHULDO
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IXQFWLRQV DV ZHOO LQ WKH ODVW \HDUV 7KLV PHDQV RXU FXOW
&XOWXUH YDOXHYV DEFRUGLOIOL

7KHUHIRUH ZH ILQG LW YHU\ LPSRUWDQW WR UHJXODUO\ PRQLWR
‘H FRQVWDQWO\ HYROYH DQG HQKDQFH RXU FXKHWX EdiH FYR RPDQHHG WR HQKDQFH ,Q GRLQJ VR ZH FRQVWDQ

YORZ 7UDGHUV WKH EHVW SODFH WR ZRUN |RUFR%X’\UFFDQGVG@%UWWS\V’VELl:’V?ELSJULLQRV(V;FEFDDFOF(DF*\XS!RLQQ’FE;HZHF”;‘E
LQ D IDLU DQG HWKLFDO HQYLURQPHQW IRU DB YWE NHRRRBHII G Fxowxun

2XU &XOWXUDO PDQLIHVW ‘H VHH LW
3:H UH SDVVLRQDWH DERXW FUHDWLQJ DQ LQWHUQDWLRQD X% XHLBJI—Y
FXOWXUH ZKLFK LV IRFXVHG RQ WHDPZRUN FROODERUDWLRQ DQG IRV
SURXG RI RXU URRWY DQG \HDUYV I@I—PWI&/\Y/\HDJJG-IBWR/‘OD(LL\QUQ_.DLAgBD
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VW LPSRUWDQFH WKDW ZH NHHS QXUWXUL
Bo¥\ bv zHoO DV H[WHUQDOO\

HQW H UH

HRY PLVVLRQ VWDWHPHQW H[SODLQLQJ 2\
PLMMYLRY WKH YLVLRQ DQG PXOWLSOH \HD
L WokH PERYH OHDQV RQ WKH IRXQGDWLRC
XU YDOXHV ZKDW ZH DOVR OLNH WR VHH

.YI-II'\II:YI(RHL}/\I/RD FGKLHYH RXU VWUDWHJ\ YLVLRQ DQ
DEOH ZLWKRXW RXU FXOWXUDO YD
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7KURXJK WKLY HQWUHSUHQHXULDO VSLULW WKH ILUP KDV J d'B8ERVR
WKDW ZRUN KHUH 7KLV UHVXOWV LQ D WUXO\ XQLTXH FxowxXU®W kiRAH¥ER
FRQQHFWLRQV DQG ZRUN WRJHWKHU DFURVV: HXBEWLRD D QG YHRIVY KK H\E
WRJHWKHU RQ QRW RQO\ ZRUN EXW DOVR RQ D sDVVLRQ IRPYERUWALYHESF
HYHQWWUH DOVR LQFUHGLEO\ SURXG RI WKH GLYHUVLW\ zHYEVWHRK VEbREBPRWUHVPRG V
FROOHDJXHV FDQ EH WKHPVHOYHV :LWK QDWLRQDOLWLHV WKLV LV D WUXO\ XQLTXH
&RPSDQ\ WR EH SORIMORDJIJXHV MRLQ WKH &RPSDQ\ DW GLIITHGHYAN WHNPPHVLRI WKHLRERYH PHDQV WKDW DOO )ORZ 7UDGHUV HF
FDUHHU IURP JUDGXDWHVY WR SURIHVVLRQDOV PDNLQJ )0oREHQFIYHUNVOD BQ® FH YkIUXS WR RXU YDOXHV 1RW RQO\ EHFDXVH L
FROOHDJXHV WR GHYHORS SHUVRQDOO\ SURIHVVLRQDOO\ D-&GLMIWXHRKQYOR AP WUR DKLHYH RXU JRDOV DQG PLVVLRQ ZH DO
FXOWXUH LV XQGHUSLQQHG ZLWK D VWURQJ VHW RI YDOXHV WKDW ZH WKULYH DFURVV RXU ILUP

‘H KDYH D ORW LQ SODFH WR IRVWHU RXU FXOWXU

JOREDO WUDGLQJ ILUP RQ D PLVVLRQ WR EULQJ JUHDWHU \N)
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2XU 9DOXHV

2XU FXOWXUH LV XQGHUSLQQHG ZLWK D VWURQJ VHW RI YDORLRWRPAM KH oWHVHWHURY P RELRXUWXULQJ RXU FXOWXUH L\
ILUP LPSRUWDQW WR HYHU\RQH DFURVV WKH RUJDQL]DWLRQ 7KLV

@)ORZ?UDGHLH\DGHUVKMSKURXJK WKH RUJDQL]DWLRQ RI ILUP ZLGF

@:H DUH RQH WHBKDYH VKDUHG LQFHQWLYHV DQG YDOXHV 2XQCcEBBRIRXHFpYHQIV DV ZHOO DV UHIXODU DOD FWDII XSGDW
KROHVW BBG R \HDUBQJIDJHPHQW VXUYH\ LV RITHUHG WR HQVXUH RSHQ FRPPXC
@:H DUH HQWUHSUHQHXWKDDYH RQ D FKDOOHQJH DQG DUH FUILRREBB MAIORIFY WR UDLVH WKHLU YRLFH 1H[W WR WKLV DO
‘H SXUVXH QHZ LGHDV DQG LQQRYDWLRQV WR VWUHQJWKHQPS§ERRRLFIHY HfubcHYYYIRQH FDQ VWHS LQWR ERDUGURRP F

@:H DUH GULY:HODUH GULYHQ WR H[FHO DQG FRQWLQXRXVO\ABEYRIHYVHCHFLH UWPHRMELQJ VSHFLILF WUDLQLQJV RU OHDUQL
FRQILGHQW DOG UHO\ RQ RXU VWUHQJIWKY WRZDUGV RXU SHRSOH WKURXJK ZKLFK ZH DFWLYHO\ VWLPXODYV

FDUHHU GHYHORSPHQW
2XU FXOWXUH LV QRW VHW LQ VWRQH )ORZ 7UDGHUV JUHZ V@ &RIOIQHADQXWON WK HR\DHEE RHINE LROVHW KH VWUHQJWK RI RXU FXOWX
WKH \HDUV VLQFH RXU &RPSDQ\ JUHZ PRUH WKDQ LQ KHOGPBRMN QW J MXGH LU RZQ HYHQWV FRPSHWLWLRQV DQG FKDULW
ZLWKLQ WKLV JURZWK WKH IXQFWLRQDO IRFXV Rl ZRUNIRUF &) pRNIRHMI G R BP L1\W P QWRVWDKEHES K KPRIWWILEY PXOWLSOH FKDULWL
7UDGLQJ GLYLVLRQ ZH ZLGHQHG RXU IRFXV RQ 7THFKQRORJLFDWKDRE PKXRX Q HRZ\Q 6)ORIRUMD GHUV )RXQGDWLRQ QRW RQO\ ILQD
RITHULQJ DFFHVV WR RXU NQRZH®MWGEJIH DQG H[SHUL
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7R JXDUDQWHH D VDIH DQG LQFOXVLYH HQYLURQPHQW )@RE L OLNGHMWR URWDWH EHWZHHQ GLIIHUHQW RIILFHV WR JURZ DQ
HPSKDVL]HV RQ VHYHUDO VWURQJ HQDEOHUV WR PDNH DOORKEB SRRNI R MIKPEHVW RI \RXU DELOLW\ ZLWK WKH ULJKW JU|

LQFOXGHG DQG VDIH ZH RIIHU @$ ZLGH UDQJH RI &RPSDQ\ DQG LQGLYLGXDO WUDLQLQJ RSSRUW
@$ JURXS RI LQWHUQDO DQG H[WHUQDO pWUXVWHG SHUVRQVFROOGRYXKYVVWRDORWHHG MWRDWYKH QHHGY DQG WHQXUH RI WKH
GLIILFXOWLHV LQ SULYDWH LQ FDVH GHVLUDEOH HYHU\RQH LV DEOH WR GHYHORS DQG JURZ WKHPVHOYHV DW Wk

@$ JHUR WROHUDQFH SROLF\ LQ FDVH RI XQDFFHSWDEOH EHR® RRX Y LUHUDYFKREPO ZRUNLQJ FXOWXUH LQ ZKLFK DOO HPSOR\

ZKDWVRHYHU DQG FO MR FRGG/REAOSGY DOO VWDNHKROGHUNDFK RWKHU ZLWKRXW DQ\ KLHUDUFKLFDO ERXQGDULHV HJ 9
@$ FOHDU '(, SROLF\ LQFOXGLQJ WDUJHWYV VHQLRU OHDGHUVKLS DUH DOZD\V DSSURDFKDEOH QR VHSDUDYV
@$ \HDUO\ JOREDO HPSOR\HH VDWLVIDFWLRQ VXUYH\ ZKLFK LGRROLXFYUELOOLN D RERHIUVKLS DQG DFFRXQWDELOLW\

ZKLFK UHVXOWYV DUH VKDUHG WUDQVSDUHQWO\ ZLWK DOO@%$ ZbRHHHUD QI B X SR BE IyH PR G VPIRFW O FRPSDQ\ HYHQWYV LQ ZKLF
@$ELOLW\ WR DOZD\V ZRUN LQ WKH RIILFH WR FRQQHFW DQG WKW EYH WRRNQGHUFDQ SDUWLFLSDWH LI WKH\ OLNH WR
@$ELOLW\ WR ZRUN IURP KRPH DW GHGLFDWHG PRPHQWV S EUS$ZRE N WRQPIHH B QW K QuKkiHVWI\OH IRU HPSOR\HHV WR SDUWLFLSD

IOH[LELOLW\ WR SHUIRUP LQ WKH EHVW ZD\ SRVVLEOH LI WKDBWSHWYRRPRUNLRN MRPUGUHVVHU PDVVDJHV KHDOWK\ NLWFI

UHPRWH ORFDWLRQ QXWULWLRQ DGYLVH HWF
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2XU ULVN PDQDJHPHQW

YORZ 7UDGHUVY (QWHUSULVH 5LVNKHUH SRVVLEOH ZH LGHQWLI\ DVVHVV2RBQEWRWHOSY XV WR HQVXUH WKDW ZH KDYH
ODQDJHPHQW )JUDPHZRUN (50) IRJPRRWLI\ DQG GRFXPHQW SRWHQWLDO WAVWWRK IDRKGDRRIQWUROV LQFOXGLQJ WKH PDC
WKH IRXQGDWLRQ Rl RXU DSSURDERK{HEIQW WR WUDGLQJ LQ DQ DXWRPDWXE @DINIGA WDNQQIFDSLWDO 7KLV LV GHOL)
ILUP ,Q WKH IDVW DQG G\QDPLF HQYLURF@RRNQWWRHQW FRQWLQXRXV DQG FDUHIXO PH\
PDQDJLQJ ULVNV 7KH (50) LV DXWRPDWHG WUDGLQJ ZH GHVLJQHG RXDQ6UHMY VXFKPDQDJILQJ DQG SULRULWLVLQJ F
GRFXPHQWHG LQ )ORZ 7UDGHUVY @WRSWEWHY UREXVW HIILFLHQW D QL) WWKCHO B Q WHQW RJQRXU *URXS V VWUDWHJLF
5LVN ODQDJHPHQW 3ROLF\ DQG LVWKH ILIXUH EHORZ ZH SUHVHQW WKH VWDNHKROGHUV WKDW
UHYLHZHG DQQXDOO\ E\ RXU ([HFXWYNHBHQ LQWHUHVW DQG SODFH YDOXH LQ KRZ RXU

'LUHFWRUV RI 7KH %RDUG ITUDPHZRUN RSHUDWHV
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(QWHUSULVH 5LVN ODQDJHPHQW

‘H DLP IRU D JRRG EDODQFH EHWZHHQ RXU EXVLQHVY DFWLYLWLHYVY UHWXUQ RQ FDSLWDO DQG UHODWHG ULVNV WDNHQ )OR?
HQVXUH WKDW RXU ULVN DSSHWLWH DQG SURILOH DUH LQWHJUDWHG LQ RXU GD\ WR GD\ RSHUDWLRQV DQG VWUDWHILF GHFL
GHULYH LWV EXVLQHVYVY WDUJHWYV DIWHU GHWHUPLQLQJ LWV VWUDWHJILF JRDOV %DVHG RQ WKHVH WDUJHWY DQG REMHFWLY}
7KH WDUJHWV REMHFWLYHV DQG ULVN DSSHWLWH JLYH GLUHFWLRQ WR WKH YDULRXV GHSDUWPHQWYV ZLWKLQ WKH &RPSDQ\
DFWLYLWLHY VHW RXW LQ RXU DQQXDO 5LVN ODQDJHPHQW F\FOH WR HQVXUH WKDW WKH UHVLGXDO ULVN SURILOH LV DQG Ul
ZH SHUIRUP ULVN FRQWURO VHOI DVVHVVPHQWY 5&6%$V WR DVVHVV FXUUHQW ULVNV DQG LGHQWLI\ ULVNV WKDW KDYH QHZO
%RDUG GHFLGH RQ WKH DSSURSULDWH ULVN UHVSRQVH

5LVN FDWHJIRXU HVVN WD[RQRP\ LV VSOLW LQWR ILYH EURDG ULVN FDWHJRULHV %XVLQHVV DQG VWUDWHJILF &RPSOLDQF}
HDFK ZLWK WKHLU RZQ VSHFLILF VXE ULVNV

5LVN '"HVFULSWLRQ

%86,1(66 $1' 675$7(*,&
5LVN WKDW PD\ DULVH IURP WKH SXUVXLW Rl )ORZ 7UDGHUV{V EXVLQHVYV SODQ IURP VWUDWHJILF FKDQJHV LQ !
BWUDWHJILF  VWUDWHJILF EXVLQHVYV GHFLVLRQV ODUNHW DFWLYLW\ ULVN LV SDUW RI WKLV ULVN DV RXU 17, DQG SURILWDE!
DFWLYLW\ RU WUDGLQJ YROXPHV LQ WKH ILQDQFLDO LQVWUXPHQWYV LQ ZKLFK ZH WUDGH

&RQFHQWUDWLBRUREDELOLW\ Rl ORVV DULVLQJ IURP KHDYLO\ ORSVLGHG H[SRVXUH WR D SDUWLFXODU JURXS RI FRXQWHUSDUYV
V)?SSOLHU GHSHQGHQF\ ULVNYV

SURMHFW

PDODIHPHQW 7KH ULVN RI LOQODFFXUDWH SURMHFW PDQDJHPHQW OHDGLQJ WR LQDGHTXDWH UHDOL]DWLRQ RI SURMHFW REMHI

6XVWDLQDELOLMH ULVN WKDW DQ HQYLURQPHQW VRFLDO RU JRYHUQDQFH UHODWHG LVVXH RU HYHQW ZLOO LPSDFW WKH H
(QYLURQPHQW RI VWUDWHILF REMHFWLYHV RI WKH HQWLW\

&203/,$1&( $1' (7+,8&$/

([WHUQDO IUDX$GFWV LQWHQGHG WR GHIUDXG PLVDSSURSULDWH DVVHWYVY GHFHLYH RU FLUFXPYHQW UHJXODWLRQV RU WKH OI

SDUW\ ZLWKRXW D GLUHFW UHODWLRQVKLS WR WKH HQWLW\ ZLWKRXW WKH LQYROYHPHQW RI DQ HPSOR\HH RU

$EFWV LOWHQGHG WR GHIUDXG PLVDSSURSULDWH DVVHWVY GHFHLYH RU FLUFXPYHQW UHJXODWLRQV WKH ODZ
,QWHUQDO IUDXG

WKH HQWLW\ E\ DQ LQWHUQDO SDUW\ LQFOXGLQJ LQVWDQFHV ZKHUH DQ HPSOR\HH RU DIILOLDWH LV DFWLQJ L

&RQGXFW J)DLOXUH WR DFW LQ DFFRUGDQFH ZLWK LQWHUQDO DQG H[WHUQDO VWDNHKROGHUVYT DQG VRFLHW\ V EHVW LQYV

JLODQFLDO FUL/KH ULVN RI PRQH\ ODXQGHULQJ VDQFWLRQV YLRODWLRQV EULEHU\ DQG FRUUXSWLRQ DQG .QRZ <RXU &XVWHF

5HIXODWRU\

FRPSOLDQFH J)DLOXUH WR FRPSO\ ZLWK DQ\ OHJDO RU UHJXODWRU\ REOLJDWLRQV WKDW DUH QRW FDSWXUHG WKURXJK RWKI

5HSXWDWLRQ 7KH UHSXWDWLRQ ULVN LV WKH ULVN RI ORVV UHVXOWLQJ IURP QHIJDWLYH H[SRVXUH WR VWDNHKROGHUV

), 1$1&,%/

&DSLWDO 7KH ULVN WKH HQWLW\ LV QRW DEOH WR FRYHU WKH FXPXODWLYH QHW FDVK RXWIORZ RU DYDLODEOH

/ILTXLGLW\ FHUWDLQ SHULRG

ODUNHW ODUNHW ULVN LV WKH ULVN WR DQ LQVWLWXWLRQ UHVXOWLQJ IURP PRYHPHQWY LQ PDUNHW SULFHV LQ SDUWL
DQG HTXLW\ DQG FRPPRGLW\ SULFHV

&UHGLW &UHGLW ULVN LV WKH ULVN RI D FRXQWHUSDUW\ DQG RU LVVXLQJ LQVWLWXWLRQ LQYROYHG LQ WUDGLQJ LQ RU
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23(5%$7,21%/

%XVLQHVV
FRQWLQXLW\

7KH ULVN RI IDLOXUH WR SURYLGH DQG PDLQWDLQ DSSURSULDWH EXVLQHVV FRQWLQXLW\ PDQDJHPHQW %&0

7UDGLQJ 7KH ULVN RI ORVVHV GXH WR HUURUV LQ WKH H[HFXWLRQ

H[HFXWLRQ

3HRSOH 7KH ULVN WKDW WKH HQWLW\ LV QRW DEOH WR GHYHORS UHWDLQ DQG DWWUDFW WKH QHFHVVDU\ VNLOOV DQC
REMHFWLYHV

ORGHO 7KH ULVN RI LQFRUUHFW PRGHO GHVLJQ LPSURSHU LPSOHPHQWDWLRQ RI D FRUUHFW PRGHO RU LQDSSURSULL

/HIDO 5LVN UHJDUGLQJ DSSOLFDELOLW\ HQIRUFHDELOLW\ DQG LQWHUSUHWDWLRQ RI FRQWUDFWY ODZV DQG UHJXOL

DFWLRQV DJDLQVW RU LQLWLDWHG E\ WKH HQWLW\

5HSRUWLQJ

7KH ULVN RI QRW EHLQJ DEOH WR UHSRUW DGHTXDWHO\ WR VWDNHKROGHUV HJ DQQXDO ILQDQFLDO UHSRUW

7D[DWLRQ

7KH ULVN RI XQH[SHFWHG WD[ FKDUJHV LQFOXGLQJ LQWHUHVW DQG SHQDOWLHY LQFOXGLQJ WD[ UHODWHG HY
ZLWK WKH WD[ DXWKRULWLHVY LQYHVWRUV HPSOR\HHV DQG WKH SXEOLF DW ODUJH

7KLUG SDUW\

7KH ULVN RI IDLOLQJ WR PDQDJH WKLUG SDUW\ UHODWLRQVKLSY DQG UHODWHG ULVNV DSSURSULDWHO\

7UDGH VHWWOHRRKHOQW.VN RI LQHIIHFWLYH WUDGLQJ OHDGLQJ WR ILQDQFLDO SHUIRUPDQFH YDULDELOLW\ DQG QRQ FRPSOLDQF

SK\WLFDO VHFXTKKMVWULVN RI GDPDJH WR WKH RUJDQLVDWLRQ V SK\VLFDO DVVHWY RU KDUPLQJ RI HPSOR\HHV DW WKH ZRUNSOD

7(&+12/2*< 5,6.6

7THFKQRORJ\
VWUDWHJ\

7KH ULVN WKDW WKH ,7 VWUDWHI\ LV QRW GHVFULEHG XQFOHDU RU LQFRPSOHWH DQG WKHUHE\ QRW VXIILFLH!
LQFOXGHV WKH ULVN RI WKH VWUDWHJ\ QRW EHLQJ SURSHUO\ H[HFXWHG

7THFKQRORJ\
VA\VWHP

5LVN RI ORVV RI LQIRUPDWLRQ FDXVHG E\ IDLOXUH ORVV RI FRQILGHQWLDOLW\ LQWHJULW\ DQG RU DYDLODEL

‘DWD
PDQDJHPHQW

7KH ULVN RI IDLOLQJ WR DSSURSULDWHO\ PDQDJH DQG PDLQWDLQ GDWD LQFOXGLQJ DOO W\SHV RI GDWD IRU
RUJDQLVDWLRQTY SURSULHWDU\ GDWD

SURMHFW GHOWKHJULVN RI LQDFFXUDWH SURMHFW PDQDJHPHQW OHDGLQJ WR LQDGHTXDWH UHDOL]J]DWLRQ RI SURMHFW REMH]
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(QWHUSULVH 5LVN ODQDJHPHQW FRQW G

SLVN FDWHJRULHYV

&DWHJIJRU\ '"HILQLWLRQ 5LVN $SSHWLWH

%XVLQHVV DQG VWUDVBHYINF WKDW PD\ DULVH IURP WKH SXUYGRYW RUIDGRUY LV SUHSDUHG WR WDNH ULVN LQ D UHVSRQVLEOH ZC

7TUDGHUYVY EXVLQHVY SODQ IURP VW UWDWDHNJH ik RFK®OHUWHY LAWHUHVWY LQWR DFFRXQW DQG LL LV FRQVLV\
WKH EXVLQHVV HQYLURQPHQW DQG REWMHFRVDGHWUVH
VWUDWHILF EXVLQHVV GHFLVLRQV

&RPSOLDQFH DQG HWK&RPSIONVDQFH ULVN ZRXOG FU\VWDOLVERQRYLDOREZLQUDWKHWIFYDQFH QRWLFH UHIJXODWHG ILUPV JHW IURP

SRWHQWLDO H[SRVXUH WR OHJDO ILQ®WZ ILIIXOL\Y DRYWQ DORZA HYUDGHUV KDV D ORZ ULVN DSSHWLWH IRU
DQG VXEVWDQWLDO ORVV UHVXOW L QLP SIORPNVMAR/X LD UBISU M DWRLREW ,W LV PLWLIJDWHG E\ RXU &RPSOLDQF#
DFFRUGLQJ WR LQGXVWU\ ODZV DQG QHIXOWIKIOROQWL R@W HIWED ®XSSRUWY DGKHUHQFH RQ 'D\ ZKHQ W}
SROLFLHV RU LQGXVWU\ EHVW SUDFW)XAHVK HWRRBBIO 2H. KR QG IRXNWVHOYHY UHVSRQVLEOH IRU DFWLQJ ZL!
WR GHDOLQJ ZLWK WKH QHJDWLYH FRUOQSAHSTEKAHV) FWW IRW RFWLSDUW RXU &RGH RI &RQGXFW LQ DGGLWLRQ
XQHWKLFDOO\ ODZV DQG UHJXODWLRQV LQ WKH MXULVGLFWLRQV WKDW ZH RSHUL

JLQDQFLDO ULVN

5LVN UHODWLQJ WR SRVLWLRQV LQ RXU FLN@BIHM RORRN.QDQFLDO ULVN FDUHIXOO\ E\ DSSO\LQJ D VWULF

LQFOXGLQJ ULVNV SULPDULO\ UHODWIHGW R DPW NRIQW 52IWVNK FRXQWHUSDUWLHY LVVXHUV DQG RWKHU UH

/LTXLGLW\ 5LVN DQG &UHGLW 5LVN ,Q DGGLWLRQ ZH PDQDJH RXU ILQDQFLDO SRVLWLRQV WKURXJK VR
SULQFLSOHYV DV VHW RXW LQ RXU ULVN PDQDJHPHQW SROLFLHV

2SHUDWLRQDO ULVN

7KH ULVN Rl ORVV UHVXOWLQJ IURP L@REHMXDOWH R UL VYDQDWREUDOO\ H[SRVHG WR RSHUDWLRQDO ULVN D'
LQWHUQDO SURFHVVHV SHRSOH DQGBEXVMHPW RRBEHUDPVLRQV $Q\ ILUP FDQ QRW FRPSOHWHO\ HOLPLQD\
H[WHUQDO HYHQWYV 7KLV GHILQLWLRQRMW PMOREZYDOHUPOWR W KLHYH LWV EXVLQHVV REMHFWLYHV 7KHV
EXW H[FOXGHV VWUDWHJILF DQG UHSXWIVWIRWBG WAMHSWHG RU GHIHUUHG

7THFKQRORJ\ ULVN

5LVN WR WHFKQRORJ\ RU GDWD RU DSEBXMDWLRQRXWKBWSOR\HHY ZRUN LQ RXU 7HFKQRORJ\ '"HSDUWPHQ
QHJDWLYHO\ LPSDFW )ORZ 7UDGHUV JWRISH EDWNRR®H RI )ORZ 7UDGHUV DQG OLHV LQ RQH RI LWV PDLQ FI
$V D UHVXOW RXU ULVN DSSHWLWH LV PRGHUDWH GXH WR WKH FR]
WKH WUDGLQJ YHQXHV ZH WUDGH DW $V SDUW RI RXU DFWLYH ULV
VSHQG VLJQLILFDQW HIIRUW WR PDLQWDLQ RXU UHVLGXDO WHFKQ
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5LVN ODQDJHPHQW *RYHUQDQFH

7KH HITHFWLYHQHVV RI ULVN PDQDJHPHQW LV OLQNHG WR
FRPPLWPHQW DQG LQWHJULW\ ,W LV WKHUHIRUH FUXFLDO WKDW
WKH %RDUG WKH JOREDO DQG ORFDO GHSDUWPHQW KHDGYV

DQG DOO HPSOR\HHV DUH DZDUH RI WKH ULVNV WKDW WKH
&RPSDQ\ IDFHV DQG WKHLU UHVSRQVLELOLWLHV LQ

PDQDJLQJ LW HIILFLHQWO\

2XU ULVN PDQDIHPHOQOW UMM EBQJ WKUHH OLQHV
RI GHIHQFH

7KH ILUVW OLQH RI GHIHQFH LV FRPSULVHG RI 7UDGLQJ
7THFKQRORJ\ DQG 2SHUDWLRQV 7KHVH GHSDUWPHQWYV DUH
FULWLFDO IRU PDQDJLQJ WKH FRUH SURFHVVHV ZLWKLQ )ORZ
7TUDGHUVY DQG DUH UHVSRQVLEOH IRU LQFRUSRUDWLQJ
SUHYHQWLYH DQG GHWHFWLYH FRQWUROV LQ WKH GD\ WR GD\
WUDGLQJ DQG ,7 SURFHVVHY DQG IRU WKH FRQWLQXRXV
PRQLWRULQJ RI )ORZ 7UDGHUVY VI\VWHPV DQG WUDGLQJ
FRQWUROV

7KH VHFRQG OLQH RI GHIHQFH LV UHVSRQVLEOH IRU
RYHUVLIJKW DQG PRQLWRULQJ RI ULVNV UXOHV DQG
UHTXLUHPHQWY 5LVN ODQDJHPHQW &RPSOLDQFH DQG

JLQDQFH PDQDJH ULVNV WKURXJK D FRPELQDWLRQ RI
SUHYHQWLYH DQG GHWHFWLYH FRQWUROV 7RJHWKHU WKH\ DUH
UHVSRQVLEOH IRU WKH FRQWLQXRXV ULVN PDQDJHPHQW RI
JORZ 7TUDGHUV

7KH WKLUG OLQH RI GHIHQFH LV IRUPHG E\ )ORZ 7UDGHUVY
,QWHUQDO $XGLW IXQFWLRQ ,$ 7KH\ SURYLGH
LQGHSHQGHQW DQG REMHFWLYH DVVXUDQFH DQG DGYLFH RQ
WKH DGHTXDF\ DQG HIIHFWLYHQHVV Rl JRYHUQDQFH ULVN
PDQDJHPHQW DQG FRQWURO V\VWHPV ,W DFKLHYHV WKLV
WKURXJK WKH FRPSHWHQW DSSOLFDWLRQ RI VIVWHPDWLF DQG
GLVFLSOLQHG SURFHVVHV H[SHUWLVH DQG LQVLJKW W
UHSRUWV LWV ILQGLQJV WR PDQDJHPHQW DQG WKH
JRYHUQLQJ ERG\ WR SURPRWH DQG IDFLOLWDWH FRQWLQXRXV
LPSURYHPHQW 7KH ,$ FDUULHV RXW LWV DXGLW ZRUN LQ
DFFRUGDQFH ZLWK WKH DSSURYHG DQG LPSOHPHQWHG

*URXS ,QWHUQDO $XGLW &KDUWHU
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(QWHUSULVH 5LVN ODQDJHPHQW URRGWOW® @&QXD0O EDVLVY WKH SDUDPHW KUAK XFH®J IREH LQFOXVLRQ RI ULVN PDQDJHP|
UHVSRQVLELOLWLHV WKHVH SURFHVVHY DQG WKH PHWKRGRORJD VB RSHAWHIGQ DOO VWUDWHJILF DQG RSHUEL
@WréH DFFXUDWH DQG WLPHO\ PRQLWRUL®DRLFHUWDLQ ULVN
TKH UROH RILWKH 5LVN &RPPLWWHH RI WK, aRDUSG kY R psruwDQFH @0oDLQWDLQLQJ DQG PRQLWRULQJ WKH HIIHF\
@6XSHUYLVH WKH ([HFXWLYH 'LUHFWRUDARE RPFEWEYYY FDSDELOLW\ WR LGHQWWIKHD QBDPEQRUN WR PDQDJH PRQLWRU DQG
&RPPLWWHH ZLWK UHVSHFW WR QHZ ULVN W\SHV ULVN
@,GHQWLI\LQJ DQG DQDO\VLQJ WKH ULVDY YR DG 6 Q\ PDWHULDO EUHDFKH@® REHOQWN\QQRPLWYG HYDOXDWLQJ WKH VLJIQLI
ZLWK WKH VWUDWHJ\ DQG DFWLYLWLHV Rd @ ik & BREHPIXDF\ RI SURSRVHG DFWLRHODWHG WR )ORZ 7UDGHUVY VWUDWHJ\
DQG LWV DIILOLDWHG HQWHUSULVH @O0RQLWRU WKH PDQQHU LQ ZKLFK WKH @RPSDXQVVQULFMNUUHQW ULVN GHYHORSPHQW\
@(VWDEOLVKLQJ WKH ULVN DSSHWLWH DRETMWHRW IXQFWLRQ LV SURYLGHG ZYWR @GELHIIIXDMMN FRPPLWWHH RI WKH ([HFXW
LQ SODFH WKH PHDVXUHV LQ RUGHU WR FROQRWHUWKHG DSSURSULDWH DFFHVYV &RP RIQVRWHHD WIKRIQ([HFXWLYH &RPPLWWHH L
ULVNV EHLQJ WDNHQ WR HQDEOH LW WR SHUIRUP LWV IXQFWIRADNHKROGHMHU\ZD@ELQ WKH ILUP WR UHSR
@'HVLIQLQJ LPSOHPHQWLQJ DQG PDLQWRIRQRBRARUGDQFH ZLWK WKH UHOHYDQW SH]RVAWLNQLURQDWON H[SRVXUHV
DGHTXDWH LQWHUQDO ULVN PDQDJHPHQWyBREDRRQRWUYRA 5LVN &RPPLWWHH VKDIHB ROWRQUHRIG WKH RXWFRPHV RI WKH ULV
VIVWHPYV XQGHU UHYLHZ WKDW WKH IXQFWLRQ KDPRDWRBHHPE QWK DWWLYLWLHY WR WKH 5LVN &F
@ORQLWRULQJ WKH RSHUDWLRQ RI WKH LRWEHWRAPOCHBEY DQG LV IUHH IURP PDQDWKR HORD DG G
PDQDJHPHQW DQG FRQWURO VI\VWHPV DR EPY YW RWULFWLRQV
RXW D VIVWHPDWLF DVVHVVPHQW RI WEHLHsHHML IR PRBVY UHFRPPHQGDWLRPARBJYDGHUVT 0DQDILQJI 'LUHFWRUV DUH UH
HITHFWLYHQHVYV DW OHDVW RQFH D \HDUs HKHBHUDWLRQV RQ LWV ILQGLQJV UHRBUGLQJ WKH
QHFHVVDU\ LPSURYHPHQWY VKRXOG EH&I?Q[ﬁ)Cghjd\(ﬁV LQWHUQDO ULVN PDQDJHP@WWMQJ ORFDO GHSDUWPHQW WDUJHWYV Df
LQWHUQDO ULVN PDQDJHPHQW DQG FRQ¥KURRYMMHIPWKH PHHWLQJIV RI WKH %RIDY © IRQHWKMW K &RPSDQ\ ZLGH REMHFWLYHV
@$FFRXQWLQJ IRU WKH HITHFWLYHQHVV R¢ WK iy GHR\WLRIQ W H H ZLWK WKH *OREDO +HDGV
DQG WKH RSHUDWLRQ RI WKH LQWHUQ@QHI UMY DQG ZKHUH DSSOLFDEOH PRQEBRBSRKWMLQJI WKH &RPSDQ\ LQ WKH LGHQWL
PDQDJHPHQW DQG FRQWURO VAVWHPV WRHRWKHYHZEWEP LWWHH-V UHVSRQVLYHQDYGWRQIKARQLWRULQJ RI ULVNV UHODWH:!

WKH $XGLW &RPPLWWHH UHSRUWV ILQGLQJY DQG UHFRPPHQG DWRERMMN/F RIL WKW
@$GYLVH DQG ZKHUH DSSOLFDEOH VXSHUWEXLVH sWHKK 211LFHU @,GHQWLI\LQJ DQG HYDOXDWLQJ WKH VLJIQLII
([HFXWLYH 'LUHFWRUV DQG ([HFXWLYH &RPPLWWHH UHODWHG WR RXU REMHFWLYHV DQG RSHUD
ZLWK UHVSHEW WR 7KH UROH RI WKH $XGLW &RPPLWWHH RI@/KHQ¥ ROGYLWNHMR VN VHOI DVVHVVPHQW F\F
@WKH &RPSDQ\TV RYHUDOO ULVN DSSHVRKEHWY ROV RW&RH ([HEXWLYH &RPPLWWHHWALMGL Q B \0SIQPWLQJ 'LUHFWRUYV
DQG VWUDWHJ\ WR GLVFXVVLQJ WKH HITHFWLYHQHVV @IOWRHWRHMLQGD IQELVNY UHODWHG WR RXU RE
@WKH FXUUHQW ULVN H[SRVXUHV DQG IXVSW YWY NQ RI WKH LQWHUQDO ULVN EDIURMNPHIW DGBLFH DQG IROORZ XS RQ ULVI
VWUDWHJ\ FRQWURO V\WVWHPV PHDVXUHV
@WKH LQWHQGHG DSSRLQWPHQW DQG RU UHPRYDO RI WKH @SHSRUWLQJ RQ ULVNV DQG ULVN PDQDJHPH
&KLHI 5LVN 2IILFHU 7KH (IHFXWLYH 'LUHFWRUV DQG ([HFXWLYHy&RPAEHWMMHIHY H & RPPLWWHH

@5HYLHZ LQ UHODWLRQ WR WKH &RP S DMK WHYWRQQIDEO U LNRNY

PDQDJHPHQW DQG FRQWURO V\VWHPV@6HWWLQJ &RPSDQ\ ZLGH REMHFWLYHVWORZ 7UDGHUVY *OREDO /RFDO +HDGV DUH UH’
@WKH &RPSDQ\TV RYHUDOO ULVN DVVH\@BHRWLIRERNYEBULHY IRU ULVN WDNLRY E\

WKDW LQIRUP WKH ([HFXWLYH &RPPLWWHRIANXQUEDWRE RXU ULVN DSSHWLWH@GHWWLQJ JOREDO ORFDO GHSDUWPHQW WD

PDNLQJ HQVXULQJ ERWK TXDOLWDWLW¥Hs RREHVVIXOO\ SURPRWLQJ VSRQVRUL RPREEwWLYHY LQ OLQH ZLWK &RPSDQ\ ZLGH
TXDQWLWDWLYH PHWULFV DUH XVHG FRRUGLQDWLQJ WKH GHYHORSPHQW RI D ULVN

PDQDJHPHQW FXOWXUH WKURXJKRXW WKH &RPSDQ\
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@3HUIRUPLQJ DQQXDO ULVN VHOI DVVHVARHBWRCGHRVT .QWHUQDO $XGLW )XQFWQRR LVDGHWBRIQNREOR\HHV DUH UHVSRQVLEO
LGHQWLI\ DVVHVV DQG GRFXPHQW H[LNAWLQJ DQG QHZ @*LYLQJ LQSXW WR DQQXDO ULVN VHOI DVVH
ULVNV DQG WKHLU LPSDFW RQ SURSRVB@' BOPQWLQJ ULVN H[SRVXUH UHODWLQJLWR @FKINHDNRHEW QG GRFXPHQW H[LVWLQJ

@7KH DGRSWLRQ RI ULVN PDQDJHPHQW S ®RDMKIHFRWIDQLIDWLRQYYV VWUDWHJILF REMMRW IDYQH& WKHLU LPSDFW RQ SURSRVHG S

@$ZDUHQHVV DQG WUDLQLQJ RQ ULVN FDQRQHWHRQWQJ DQG HYDOXDWLQJ WKH HOHFMQWHRQHYY RUHDV ZKHUH ULVN PDQDJHPH

@7KH UHVXOWV RI ULVN PDQDJHPHQW DFWQREWUBDGHUV *URXSTV ULVN PDQDJHPHRWDFWLFHYV VKRXOG EH DGRSWHG DQG DUH

UHOHYDQW WR WKHLU DUHD RI UHVSRQ\SERPHWAH V WKHLU VXSHUYLVRUV DFFRUGLQJO\
@5HSRUWLQJ RQ ULVNV DQG ULVN PDQDJHPHQW WRZDUGYV

WKH 5LVN '"HSDUWPHQW WKH ORFDO 0DQDJLQJ 7KH EHORZ ILIJXUH VKRZV WKH (50 F\FOH RI )O

'LUHFWRUV DQG RU *OREDO +HDG 7UDGHUV

JORZ 7UDGHUVY 5LVN '"'HSDUWPHQW LV UHVSRQVLEOH IRU

@ORQLWRULQJ LPSURYLQJ DQG GHYHORSLQJ WKH (50

@7ULJIJHULQJ ULVN VHOI DVVHVVPHQWYV IRU DOO
GHSDUWPHQWYV

@*DWKHULQJ WKH QHFHVVDU\ LQIRUPDWLRQ DQG FUHDWLQJ
ULVN UHSRUWYVY IRU LQWHUQDO VWDNHKROGHUV DQG WKH
(IHFXWLYH &RPPLWWHH
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7KH DQQXDO ULVN PDQDJHPHQW F\FOH IROORZV WKH EHORZ

ULVN PDQDJHPHQW IUDPHZRUN

)/2:

75%'(56
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(YHU\ \HDU WKH ([HFXWLYH &RPPLWWHH VHWYV
EXVLQHVV WDUJHWV IROORZLQJ WKH VWUDWH
VWUDWHJILF JRDOV DUH JHQHUDOO\ IRUPXODW
I1RYHPEHU '"HFHPEHU 7KH %RDUG DSSURYHV W
VWUDWHILF JRDOV DQG EXVLQHVVY WDUJHWYV

$GGLWLRQDOO\ WKH %RDUG LV LQYROYHG LQ
VHWWLQJ H[HUFLVH %DVHG RQ WKHVH ORQJ \
VKRUW WHUP WDUJHWV DUH GHWHUPLQHG 7K
DUH WKHQ WUDQVODWHG LQWR DQQXDO &RPS
GHSDUWPHQWDO DQG LQGLYLGXDO JRDOV DQC
DQ DQQXDO PHHWLQJ ZLWK WKH ([HFXWLYH &F
DQG DOO UHOHYDQW 0DQDJLQJ 'LUHFWRUV

%DVHG RQ WKH WDUJHWYVY DQG REMHFWLYHV \
&RPPLWWHH IRUPXODWHYVY WKH ULVN DSSHWLW
&RPSDQ\ 7KH WDUJHWV REMHFWLYHY DQG UL
JLYH GLUHFWLRQ WR WKH YDULRXY GHSDUWP
JORZ 7TUDGHUY DQG DUH XVHG WR GHULYH WKI
VWUDWHEVNF U

JORZ 7UDGHUVY 5LVN ODQDJHPHQW F\FOH LV
LPSOHPHQWHG WR PDQDJH RXU UHVLGXDO UL\
UHPDLQ LQ OLQH ZLWK RXU ULVN DSSHWLWH
WKLV ZH SHUIRUP 5LVN 6HOI $VVHVVPHQWYV W
DQG DVVHVV FXUUHQW RU HPHUJLQJ ULVNV )]
5LVN 6HOI $VVHVVPHQWY GHSDUWPHQW KHDG
FRRSHUDWLRQ ZLWK WKH ([HFEXWLYH &RPPLWYV
GHFLGH RQ WKH DSSURSULDWH ULVN UHVSRQ\
Rl WKH FKRVHQ ULVN UHVSRQVHYV ZLOO EH PR
WKH DFWXDO UHVLGXDO ULVN SURILOH ZLOO &
WKH DSSHWLWH DQQXDOO\



5LVN UHSRUWLQJ JRU PRUH LQIRUPDWLRQ RQ WKH UHVSRQDIUENOWWLHW LRMILRMAUULYVN EXVLQHVV ULVN

SLVN &RPPLWWHH SOHDVH VHH WKH FKRRWHY K BXH SURILWDELOLW\ DUH SULPDULO\ |

O, 10 K o o aetes s SRTRUMGEIY ki I i WUDGLOS ST LY LT U WoDG
Q Q Q WKH ILQDQFLDO LQVWUXPHQWY LQ ZKLFK ZH V

[E)X‘(’;LS:L‘J’\‘/’VD[L’QGPE‘;EFHRUF’VSLF’““WKGHRX:"F;?NRLE%H EE&E[;H 'ujLLVJ\'m WKH &RPSDO\IV LOWHE @VS VEUMDGY ZKLFK ODUJHO\ GHWHUPLQ

Q Q (I P ngFSHP \0% QG FRQWURO V\VWHPV ZBR®Q S\KH WRMXDVGH RU PDUJLQV ZH FDSWXUH
LGHQWLILHG DV D SULRULW\ 7KLV LV D MRLQW UHVSRQVLELOLW\ RI

$VLGH IURP UHJXODU RQJIRLQJ FRPPXQLRFRWLRRD YK BYE Ly FRPPLWWHHYV *RREBEROYHROKPMY LQ VHEXULWLHY GHULYDW

DIRUPDO PRQWKO\ PHHWLQJ LQ ZKLFK L GLVEFYN BEE WKH %RDUG FRQWLQXHEWB URYGHIWWH FRPPRGLWLHY GLJLWDO DVVHW

ULVN DVVHVVPHQWYV DQG ULVN SURSRVDSQJ\hbJL'ﬁWﬁ'& WERLY PDWWHU ILQDQFLDO LQVWUXPHQWY RQ H[FKDQJHV DQG
SRVLWLRQ OLPLWYV VWUDWHJILHVY SURFHGXUHV OLTXLGLW\ DQG WUDGLQJ YHOXHV ZRUOGZLGH DUH GLUHFWO\

FDSLWDO UHTXLUHPHQWY DQG RWKHU UHT VWYV U P
| FRQWURO LQFOXGLQJ F
EURNHUV DQG GXH WR PDUNHW GHYHOR?%éW:\gs{P LQ—FO%IQIDQF{N WR HDFK RI WKH IDFERMRWWEH\R @E \R X H Q Q Q
8

WLRQV EURDG WUHQGV L
PDWHULDO FKDQJH WR RXU ULVN SUR”—E%Z{Q_E\% RQLWRUHG LQ WKH 5LVN &8RO LWWHHO RARICH Q Q Q
HV%V

V_P W KDW WKH UHOHYDQ@DIQFHP W NHW RWRUNQHTXLUHPHQWY DFWLI
VWUDWHJILHY DQG OLPLWV PXVW VXEVH DEFHN?i?%%SgUYR%LVLRQ Rl WKHERRWSYR DOMVMHFKDQJHY LQ WKH PDUNHWYV LQ ZK

*RYHUQDQFH &RGH KDYH EHHQ GLVFXVVWG DEQ WDK-RV RROW @ FF XU

Dv DOO PHPEHUV RI WKH %RDUG DUH PHPEHUV

LQ
'Q DGGLWLRQ WR WKLV VWDQGLQJ SLVNZRERHEWG ¢ &P KON W HH 7R FRSH ZLWK SHULRGV Rl ORZ PDUNHW DFWL
D 5LVN &RPPLWWHH RI WKH %RDUG $00 PHPEHUV RI WKH GLYHUVLILHG RXU WUDGLQJ LOWR GLIIHUHQW

0,
([ Q DUH QRW RYHUO\ GHSHQGHQW RQ PDUNHW DF

WKH %RDUG DERXW WKH HIIHFWLYHQHV\) iR Wk bRWKHUQDO ULVN SDUWLFXODU DVVHW FODVV RU SURGXFW W\St}
O e, T e BT OXEILIWen uuvw w1 omuy uniowics e

H°PDUNHW PRYHPHQWV LQ,%RYiRYY SHHW N
VIVWHPY GR QRW FRQWDLQ DOV PDWHULRODLQREXRSPRTHVISuLFH wKDW PDV UHVXOW, [ QP R PRELOR Lv GHILOHG DV WKH ULV

ORVV IRU LWV KROGHU
7KH WDVNV Rl WKH 5LVN &RPPLWWHH Rl WKH %RDUG ITURP LQDGHTXDWH RU IDLOHG LQWHUQDO SUR
VIVWHPV RU HIWHUQDO HYHQWYV 2SHUDWLRQLE

LQFOXGHV VXSHUYLVLRQ DQG PRQLWRUYRY o2V RYBWLRO wkH YDOXH RI D HERIF P H RV MY BEBHQW HIUDO SDUW RI )ORZ
DEYLVLOY WKH ([HFXWLYH &RPRLWWHE BE\WEX PSRN ERPDXVH RI FKDQIHV L Q) oRF WROW VR K/ RNV HPV 2XU RSHUDWLRQDO U
RI WKH &RPSDQITV LQWHUQDO ULVN PDQPIARACY, PRy FxuuHQFy ubwHY IXWXYhIPE HDWAHTER B\ WHFKQRORJ\ UHODWHG HYHQW

FRQWURO VI\VWHPV 7KH 5LVN &RPPLWWHHsL\- PO
HIS RQV LQWHUHVW UDWHV DQG L

UHVSRQVLEOH IRU SURYLGLQJ DGYLFH WR WKH ( XWLYH HYROPYIHUL WG EVFOHDUL QY PHPEHUV 7KHUHIR

OHYHO RI RXU LQYHVWPHQW LQ WHFKQRORJ\ |

R
[=
&RPPLWWHH RQ WKH &RPSDQ\TV GHYHOI? PH
SHUIRUPDQFH DQG VXVWDLQDELOLW\ R %b{/ﬁ%ﬂé‘ﬁf YWUDWHJILHV WASLFDOO\ PRSIAHBWRIWMICRFHIDVVRFLDWHG ULVNV DV ZHC

VWUDWHJILHV DV ZHOO DV UHYLHZLQJ WKH DTYR'R B! XQGHUOILQJ VHFXULWUHV )G YWD @O DREXVW LQWHUQDO VIVWHPY
&RPSDO\ CYDWLYHV DORQJ ZLWK RXU FRQWLQXRXV PRQLWRULQJ R

QV DLP WR PLQLPLVH WKLV URYNUDWH DQ LQWHJUDWHG LQ KRXVH GHY|
PSRONTY SHUIRUPDQFH DQG FXVWRPLVHG WHFKQRORJ\
KLORVRSK\ LV WKDW ZH KH@RH RXUXHQW DQG FRQWUROOHG GHSOR\PH
SHUIHFWO\ DV SRVVLE O BMRGR DQHP b\pks RRWW Z D U H

H[SRVXUHYV

E\ WKH ([HFXWLYH &RPPLWWHH

,W DOVR PDLQWDLQV UHJXODU FRQWDF ZLWK WK
7UDGLQJ DQG 5LVN DQG 2SHUDWLRQV G

O X
c <0G
)
;UIU
Qc®
SoT
= U<co Pl
< P
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2XU LQIUDVWUXFWXUH KDV D PRGXODU GRIY IH[Q ZKQAKRXU SUH WUDGH >ULVN@ PRQWYRODKWHPUMKHUHQWO\ OHVV LQVWLWXWLR
DOORZV XV WR UDSLGO\ WHVW DQG LPSCHRHO@HG WR SUHYHQW WKH WUDGLQJ NRSHYNVVHBPWKDQ UHJXODWHG SODWIRUPV L
LPSURYHPHQWY LQ ERWK KDUGZDUH DQG®HREWZD THRQHFQVKDW GHYLDWH [URP RKRIQRPH HIHILQHG
RQJRLQJ EDVLV &RQWUROOHG UHOHDVHM\RN KDUGPBWH DY G7KHVH LQFOXGH SULFH DQG YROXPH
VRIWZDUH HQKDQFHPHQWYV SURYLGH IRWPRRQWRD@KLFK DUH VHW E\ RXU 5LVN 0DQD¥P\R® U\ ULV N
GLVUXSWLRQ WR RXU EXVLQHVYV GHSDUWPHQW 7KLV NHHSV RXU RUGHULQJR WHDGLQY PRGVWLWXWLRQDO FRXQWHUSD
SRVLWLRQV ZHOO ZLWKLQ RXU SUHVHW $RQH ERQFAHYAYWPROW XY UuYLFHY RU DQFLOO
7KH HQYLURQPHQW LQ ZKLFK RXU WUDGEBYWRYWREUHH R WRULQJ WRROV LQFOWEH,WIYHUYIWPHYHRXU PDUNHWVY DQG QHDUO\
XSGDWHV RI RXU WUDGLQJ VRIWZDUH LYHARQAILEBHRWERQHE SULFHV DQG SRVLWLRQMDIBHUYVD WK RYHKRN\ UHIXODWHG :KHUI
LV VWULFWO\ VHSDUDWHG IURP WKH HQRKUR"Q[IEIKQ@/JHCY PRGI®ULPH EURNHUYV HQWLWLHV IRUPLQJ SDUW RI RXU *URXS KDYH
VXFK WUDGLQJ VRIWZDUH RSHUDWHY LQ SURGXFWLRQ $FFHVV UHJXODWRU\ OLFHQVHYV DQG DSSURYDOV QHH
WR WKH VRXUFH FRGH LV VWULFWO\ FRQWURD OMGNBRE D UPLWHHIXODUO\ VXEMHRWHE WBHJIXODWHG EXVLQHVVHYV
SHQHWUDWLRQ WHVWYV E\ HIWHUQDO H[SHUWV :H KDYH D
3ULRU WR DQ\ UHOHDVHV UHODWLQJ WRFRRSWHAKHQVEYH 7 VHEXULWN VAIVWHP WKPW LY; SEYLVQHPubGLQI RSHUDWLRQV DUH H
VRIWZDUH RU DQ XSGDWH LQWR RXU SURRBERMIHFW XV IURP DWWDFENV ERWK TY{RR LRWHWRARGOBWRRBDO MXULVGLFWLRQV ZL
HQYLURQPHQW DQ\ HOHPHQW RI RXU WHDPEHEIRRRPVZDUH LV HVWDEOLVKHG LQ /RBBGRIYY/ 0LIOF® JR
VXEMHFWHG WR D UHYLHZ RI LWV FRGH WHVWLQJ LQ D 6KDQJKDL DQG $RDHDRXS ZH FXUUHQWO\ WUD
GHYHORSPHQW HQYLURQPHQW WKDW LV:KHSEWMVKDMRE RMHFKQLFDO LQWHUID FiQZk WiHL @ ¥XWEOW X WIHRQDM YV ZRUOGZLGH DV ZHC
SURGXFWLRQ HQYLURQPHQW YDOLGDWLWVXKEK @\ORXIWSIELPH EURNHUY DQG H[FKR@HUDOWYIOH RQ QXPHURXV RWKHU YHQXHV WK
SURGXFWLRQ SURFHVVLQJ D VWULFWO\LQWHWH® \QRPBHKW FRQQHFWLRQ EHW ZHHR WKW \¥NHBMIX®®BWRU\ ODQGVFDSH LV EL
WUDGHV RQ RQH WUDGLQJ GHVN LQ UHWSKH WDRVIWVWBOWQUVDEHLQJ H[FKDQJHG LbVKEMK M PR\ SYRRURQO\ ZLWK RXU ORFDO |
VLQJOH ILQDQFLDO LQVWUXPHQW IROORRBEGREPPREH WHVWLQJ DQG FRQWLQXREXW ROMERMKRIWUDGLQJ UXOHV RI DOO YHQX
HIWHQVLYH WHVWLQJ DFURVV PXOWLSOH GHVNV DQG RU WUDGH
WUDGLQJ PXOWLSOH ILQDQFLDO LQVWUXBHRIHEWREKGHWHSWLRQV DUH IODJJHG DQG LQYHVWLIDWHG
PXVW EH FRPSOHWHG EHIRUH WKH QH[W. R @@ PR XBYH D GLVDVWHU UHFRYHU\ SODQ V@DIHAHDQG UHIXODWRUV ZRUOGZLGH |
DSSURSULDWHOV GREXPHQWHG ZKLFK ZH FRQWLQXRXVO\ UHYLHZ WR HRYRVYHAWXSHUYLVH WKH ZRUOG ILQDQFLDO F
DGHTXDWHO\ FDSWXUHV UHOHYDQW VFHAQAWEKRYH RIHWBWH 7KLV SODFHV VLIJQLILFDQ
‘H KDYH D PRQLWRULQJ V\VWHP LQ SODRHWRRRRQMKIRD ZH KDYH OHDUQW IURP YO &2DGHUV WR PDLQWDLQ D SURIHVVLRQD
XQGLVUXSWHG WUDGLQJ DFWLYLWLHV LOOREDO WDRRIEHPXEWZ® KXDBYWH DOUHDG\ PREH WPENWMPR WEBOFRPSOLDQW RUJDQLVDWLR
PRQLWRULQJ LV HPSOR\HG WR DYRLG HFKRQVHWW®R® REU JOREDO DSSURDFK WR RXU VLWH
HUURU GRHV RFFXU WKH UHOHYDQW W HIDRDDHPHQW 2XU &RPSOLDQFH GHSDUWPHQW VXSSRUWV PO
LPPHGLDWHO\ QRWLILHG YLD PXOWLSOH GLIIHUHQW FKDQQHOV DQG RSHUDWLRQV DW *URXS DQG ORFDO OHYF
H UHO\ RQ PXOWLSOH WKLUG SDUW\ VHUY kiy YR NLEDNWHYGIROERDUGLQJ SURF HIGHGW LEHIRI FDBNW LVLQJI RQ UHYLHZLQJ DQG |
EXVLQHVV DQG PDUNHW GDWD ZKLFK LW oWW SWIBEROI RQ DQ\ QHZ SODWIRUPYH IRFOWERQY ,W DOVR VHHNV WR PDLQWDLQ
ZKDW LV PRQLWRUHG SODWIRUPV GHVLJQDWHG IRU WUDGLQJ S%VLYROVDVY VMO GKHOW WKURXJIK VWDII WUL
PDQ\ RI WKHVH SODWIRUPV UHPDLQ XQUpR®POWWHICQ IPDR\RUGHU WR PDQDJH WKH *URX
2XU ULVN PDQDJHPHQW VAVWHP LV IXOOKRQMW NWIDRQHO\ZLRMSURYHG WKHLU RZQ RRBRRYEDIQPH ZLWK LWV UHIJXODWRU\ REOLJD
RXU SURSULHWDU\ WHFKQRORJ\ SODW I R&WPR PHEXUMVQUQBHPRXQWHUSDUW\ LGHQWLILFDWLRQ
WLPH SULFLQJ GDWD DQG LV GHVLJQHGSWRFHG@XXHY WKDWHRZHW EHOLHYH RXU RZQ SURFHGPHP WRIHWKHU ZLWK 3XEOLF $11DLU\
RUGHU DFWLYLW\ LV FRQGXFWHG ZLWKLRUWMWILEWQIUMKH XQUHIXODWHG VWDWRXY\RIVYEFWH, IRUWKFRPLQJ UHIXODWLRQV W
GHWHUPLQHG WUDGLQJ DQG SRVLWLRQ ®OBPUWRUPY DQG WKHLU ORFDWLRQ LQ HPHUJLQJ HFRQRPLHYV
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LPSDFW XV 'XULQJ WKLV LQFOXGHG DPPRIPDMWL RWEKMNUGHYHORSHG IROORZLQJWBYOGDMDILERIHRQ WKH UHPXQHUDWLRQ RI WKH
PDWWHUYV UHJXODWRU\ UHTXLUHPHQWY JXLGHOLQ@HHWP EHRIN FDWNER IRXQG LQ WKH FKDSWHU

@7KH (& UHYLHZ RI WKH (XURSHDQ &H QRX\WORHMLHMY IBRSG LRGXVWUN EHVW SUBHAWXRHWUDWLRQ
'"HSRVLWRULHV 5HIJXODWLRQ WKDW zD\¥YRWiHeHyYyY LW LV ZRUWK UHPHPEHULQJ WKDW ODZV DQG
ODUFK $PHQGPHQWY RQ WKH PDQEDWMRIWLRQY DUH VXEMHFW WR FKDQJIJHQBQE® ROEPAFWDO ULVN
EX\ LQ UHJLPH LQ WKH 6HWWOHG 'LVFt@YHYR BHYWHEGLITHUHQWON LQ SUDFWLRHRY HYRWLRIbGHUV FRQVLGHUV LWV RYHUDC
6'5 E\ SURSRVLQJ D WZR VWHS DSSURDFK :H WKH HQYLURQPHQW WR EH ORZ GXH WR WKH R
ZLOO FRQWLQXH WR PRQLWRU WKH IX$PWXDOPRBMMW RHIHG QRQ FRPSOLDQFH @GbWK PH RPIRFOEGKVLQHVY ZH KDYH QRQHWKF
PDQGDWRU\ EX\ LQV DQG WR PDQDJH WRAVWRAR WHIXODWRU\ UHTXLUHPHQWYV FRXPGEWR GLYHA ¥HOWDLQ HQYLURQPHQWDO ULVN

IORZ Rl FDVK SHQDOWLHV IRU IDLOHGDWUHB B VRXW URKIGKWDWLRQ DQG LQ WXUQ@Lz%\\QLWOWLUR PHQWDO ULVNV VXFK DV

SURILWDELOLW\ DQG IXWXUH EXVLQHVYV NRAEVD N VIRBN VW ILUHY DQG 1ORRGV
@7KH RIILFLDO UHVSRQVH IURP WKH (3 VRV ® &l o¥H FDVH WR D OHVVHU GHJUHH ARY GLIHUHAQREL ER rxu sk\VLFDO LQIUDV

0L),5 UHYLHZ WKDW ZDV DQQRXQFHG ERVYIYHWDWLRQ RU ODFN RI WLPHO\ RU; FRY S QHIRR W FxobuO\ UHOHYDQW WR RXU
KDV EHHQ SXEOLVKHG 7KLV UHYLHZSBHPVIQWDWLRQ RI UHIXODWRUN UHTXLUHERQWY oy 7zKLFK DUH GLVWULEXWHG JOR
IXUWKHU LPSURYH WKH IUDPHZRUN LQWURGXFHG E\ FKDQJH ZLOO OLNHO\ OHDG DQ LQFUHDVH L
oL)," ., 2QH RI WKH NH\ FRPSRQHQWYV GDVQWWHRIRWWRXOG LQFOXGH ILQHV SHQDOWAWKHU HYHQWYV LQ WKH IXWXUH :H KDYH
WUDGH FRQVROLGDWHG WDSH WKDW VGHRXBGIER W ® QWEFHQVXUHV VXVSHQVLR QR Wi XPMURELYN E\ KDYLQJ D ZLGHO\ ¢
DQG QRW LQFOXGH DQ\ GHIHUUDOV IWRRMWDBRELRIYHQXHV RU WKH UHYRFDWLRQURH PLBIWPWNHRELRFWXUH ZLWK D KLIK GH.
HQJDJHG ZLWK UHJXODWRUV DQG YDURRRVFHQVHV VIVWHP UHGXQGDQF\
VWDNHKROGHUV WR FRQWLQXH RXU SXVK IRU @)XWXUH UHIXODWLRQ PD\ DOVR DIIHFW )OR:
WUDQVSDUHQF\ LQ DOO PDUNHWYV ZH DHUBUPFWRYMLQQPLVH VXFK ULVNV E\ IRFXVHQIDQFLDOO\ E\ SXWWLQJ D SULFH RQ &2 D
FRQVLGHUDEOH PDQDJHPHQW DWWHQWLR YKH
@'LILWDO $VVHWYV DQG UHODWHG IRUWKRBRLBdSURSULDWH VWUDWHILF DSSURD%@%T&&R?\E?KDYHH[F;(;VLVPLSR[?FVW 'SQD}SRGZL\\,,V,:ES
UHJXODWLRQV VXFK DV WKH SUXGHQWIEEQ #503DRIFYk 0\ TXDOLILHG FRPSOLDQFH RQG RXMNFDUERQ IRRWSULOW LQ WKH FR
0L&S$ DQG '25% UHPDLQ D WRSLF WKDWg RYQ@QI\MRQDOV WR DOORZ WKH GHSOR\PHQW RI VWDII
VLJQLILFDQW DWWHQWLRQ 7KHUH LV\WW3QH §3VIRIARALFILHQWO\ XSGDWH RI (RWH BQQ OWMRIMINQJ DQG
DSSURDFKHV WDNHQ E\ YDULRXV JRYHUQERLQWNY PRIYWHPV DQG WR EH DEOH W RH®R AW HARKXOO\LQWHUFRQQHFWHG QDWX U
UHJXODWRUV IURP DURXQG WKH JOREHYIRIXWHWH'WKH LPSDFW RI FXUUHQW DQEGQHSFRAIQRPDUNHWY HFRV\VWHP ZH DUH D SD
GHYHORSLQJ DVVHW FODVV $V D ZRUQGIROBWM RGVRE RXU RSHUDWLRQV WRUIkREIWKHHRE WBRDVKRXOG DQ\ RI WKH ULVNV
SURYLGHU ZH FRQWLQXH WR IROORZLEBWKKWNVRHHYROYH RXU SURFHVVHYV ZLWKLQ WKLV VHFWLRQ PDWHULDOLVH WKHUI
GHYHORSPHQWY FORVHO\ DQG UHPDLQ DQ DFWLYH QHIDWLYH LPSDFW RQ YDULRXV H[WHUQDO W

FRQWULEXWRU WR NH\ UHJXODWRU\ FRQYXOWMBMWHROY L 0 VXFK HITRUWY DQG JLYHQ WKH KLJKO\

DQWLFLSDWH WKH UHJXODWRU\ XQFHYW PLONY 146 b QW LR XEIX U EXVLQHVV 63HBIHRBDO OAX PNWRMW DQG RSHUDWLRQDO U
IRU LQWR DQG EH\RQG :H DUH HQPILRGHWH DQG PRUH WDUJHWHG LQARRXOGHYHIQ® DYWHGAWMP SDFW NH\ SDUWLHV ZLV
UHJXODWRUV RQ D JOREDO DQG ORFDQ Rp XY WRREHVKURYXODWRUV DOG RXBKDUDRGO@PPMAQRMY FRXQWHUSDUWLHY DQG R
D FOHDU DQG IDLU UHJXODWRU\ IUDPHZRUNRMEMP W) VXFK LOTXLULHV DUH GRURNKOW WKHRHEHHRROEQG OLPLW RXU FRXQWHU
VKRXOG OHDG WR D PDWXUH HFRVA\VWHEZBEWEDIH KRZHYHU ZH DLP WR EH DWW WDWQD/GHD ZHYW XV RU VHWWOHPHQW WUDGH:
VXVWDLQDEOH JURZWK IRU WKLV DVVHY &OPWVEOH LQ WKH VSLULW Rl FRRSHWRWHRY BMR UIPFDAUWRWHIUD WKH YDULRXV SULI

EHWWHU X%GHUVWDQGLQJ Rl KRZ ZH PDRQHD IR WNWVWORVHO\ ZLWK FRXOG DOVR EH H[SR\
7KH &RPSOLDQFH 5LVN DQG 2SHUDWLRQV GHSDUWPHQWYV VLPLODU ULVNV

KDYH SURPXOJDWHG DQG LPSOHPHQWHG FRQWUROV
LQWHUQDO UXOHV DQG SURFHVVHVY WKDW KDYH EHHQ

)I2: 75$'(56 _+$/) <($5 5(3257



&RPSOLDQFH DQG WUDQVSDUH@FROVR KDYH DQWL EULEHU\ DQWL FRUW{SWIR® PQ& DIQW\V
PRQH\ ODXQGHULQJ $0/ SROLFLHV LQ SODFH WKDW DSSO\

VWDIT :H H[SHFW RXU FRXQWHRLIDUWRAVWR RXU EXOWXUH RI RSHQQHVV
JREXV RQ DQWL EULEHUY DQWL F%%%S’% %UWQHUV LQWHUPHGLDULH% ROWHUAVBHY BRE 21 DOVR KDYH DQF?DWX‘
W

DQG DQWL PRQH ODXQGHULQJ VXEFRQWUDFWRUV WR DGKHUH WR WKH v BLVM%Q%QV%YDHEORZHU 3ROLF\ LQ SODFH
JORZ 7UDGHUV FRQWLQXHV WR EH D vw@ﬁ'&&%b'ﬂzé"ﬁ@ﬁ’\bww ULVN RI EULEHU\ RY CB‘EJW&%VVE)F&%'—&’B BV B YHBML Y H
HITHFWLYH HIILFLHQW DQG HTXDO UHJIX®BPWIRE e 27HGR QRW KROG RU PDQDJLUHQW\EQJV\’/ RRUKRHRHBRDUG

FRQWULEXWH WR WKH UHJXODWRU\ GLDB\W%M"Y RWURGH ILQRDQRFLDO LQVWUXPHQWYV IRU RXU RZQ

MXULVGLFWLRQV WR FDPSDLJQ IRU PDURﬁ\?\R/X\QW PR PpR 60 li\bVVLm\/R???J\VRHXSI?HQURBWZ PIQ%L \E}L'-BQ B IUHH WR UDLVH LVVXHV DQG k
WUDQVSDUHQW DQG IXQFWLRQLQJ LQ Dé%%%w%L\RI%\}REhB HVSRQVLELOLW\ WR UHSRUW PLVFRQGXFW D!
DQ\ UHDVRQDEOQH VXVSLFLRQV

‘H FRPPLW WR FRPSO\LQJ ZLWK DOO UHéﬂVHHW\Kd'E?ﬁVVB %XSXVSV\‘/’V?_'; UEFF:;L;S/VSVXJLLJ)F\LN?_;%JVL D\(/?V\}’("l';

UHIXODWLRQV WKDW DSSO\ WR XV ZKH@%#EUL&H%%WBSD}K%‘ e UHLQ IRQUFH WKH$ p Fb\ff'l'i'\ﬁlDUH UHTXLUHG WR SDUWLFLS

(VSHFLDOO\ LPSRUWDQW DUH WKH UXo0HYRPYx 6B-XE&WA Q AR Wk R KLVWOHEORZHU 3ROLF\ DV

M ®BRbEHWY

FRUUXSWLRQ DQWL EULEHU\ DQG DQwLPRY LQJ )ORZ $FDGHP\ WR FUHDWH DZDUHQHVV DQG J
WR GHDO ZLWK PLVFRQGXFWV DQG LQFLG

J,QWHJULW\ DQG WUDQVSDUHQF\ LV FHQWUDWRWR W PR WS\ EMf EHUN DQG DQWL FRéW\?ﬁ:SLY\UE'THQ;% OYFRAZYUDGHUV ZKLVWOHEORZH

UXQ RXU EXVLQHVV UHJDUGOHVV RI RQHYKPNORRGEWR RV RKRERXQWHUSDUWLHY WKDW ZH ZRUN ZLWK

[e

<

7KH &RPSDQ\ HQFRXUDJHV HYHUWRPU G UHP REYHU EH SODFHG LQ DQ XQFRPIRUWDEOH, SRWWERCL b\ buLVH wkpw FDXVH DO |
WR DOO RXU VWDII WR VSHDN XS DQG SDUWLFLSDWH LQ RXU IHHO LOVHE U RU XQVDIH WR WKH H[WHQW W
ILUP V RSHQ FXOWXUH 7KLV LQFOXVLYH KRBWRYH vRESRUIMY QRU IDYRXUV WKDY\R §D) WRRXYVH WKHLU XVXDO UHSRUWLQJ

RXU HPSOR\HHV LQ FRPSO\LQJ ZLWK WKPBE oIk PSSHDUDQFH WR OHDG WR REQLIPWLRQAVGBH\HHY ZLWK D VDIH ZD\ RI UHSF

K
ODZV UHJXODWLRQV DQG RXU LQWHUQD®BROYUPVNVDQ! UHFLSLHQW DQG QR JL{WY QRYy P BXYVRRYeXxFW ZLWKLQ RXU RUJIDQI
DQ\ VXEVWDQWLDO YDOXH PD\ EH JLYHQRWR (RRY

REXVW SURWHFWLRQ WR WKHP
‘H EHOLHYH WKDW HDFK HPSOR\HH RI )ORYV YDA K oW FRXQWHUSDUWLHV WKDW zH LQWHUDFW zLWK
DQ LQGLYLGXDO DV zHOO DV FROOHFWLYR' URVEBRYVLELOLWPWYRQ SDI\PHQWYV DUH WU;\&V%E SBRN. U 3ROLF\ KDV ZLGH DSSOL.

ZLWKLQ WKH &RPSDQ\ 2XU &RGH Rl &RQGEXERW PRGKHFXUULQJ JXLGDQFH RQ D UHJIX O DOWL PRQH\ ODXQGHUL

IRUPV SDUW RI RXU HPSOR\PHQW GREXPHEBMWHYSHEW wk H EULE

\GLK

HQVXULQJ DQ KRQHVW DQG HWKLFDO FRUEMHWWHEXNYRBHY L Q! FLUFXPVWDQFHLU%,:Q(%%&JQQ \9 SHEW Rl WRSLFV VXFK DV |
H

HU QRXULQJ WKH RUJDQLVDWLRQ

\

IRUPDOLVDWLRQ RI RXU EHKDYLRXUDO YDOXHV SROLEF\
$V SDUW RI RXU FRQVWDQW PRQLWRULQ,\J/K 9 A

D RWKHU VWUXFWXUDO PLVFRQ
(QVXULQJ DGKHUHQFH ZLWK RXU &RGH RIFERHL ¥XHOR WL MR HIWHUQDO SDUWLHV DUH FKHENH

R
E'E HJULW\ DQG SURSHU EX

UHVSRQVLELOLW\ RI WKH ([HFXWLYH &R¥HQLFYFORAIHUY DQG HPSORIVHAY PXVW WWRWH WKH oy 3ROLF\ DOVR SURYLGHV
UHSRUWHG SRWHQWLDO EUHDFKHV DUH TQYSRNL PRFHEI LGS RW RIDQ HISHQVE '\ o uE ORZHU ZLWK DQRO\PLW\ FRQILGHQ!

WKH ([HFXWLYH &RPPLWWHH DQG RWKHU PHPEHUV RI RXU KH &RPS \ ZLOO QRW LPSRVH VDQFWLRQV
VHQLRU PDQDJHPHQW WHDP LQ DFFRUG D) Kp yhl WRUR WROHUDQFH DSSURDFK WRFEQLb(WHE\l,{,L §YHPSOR\HHIV OHJDO SRVLWLRQ
H[LVWLQJ FOHDUO\ ODLG RXW SURFHGXPIRE FF&GE ERIVFRRVOQG ZH DFWLYHO\ HQNXKUYHWKDP W QR YHRKD VvXVSHFWHG PLVFRQGX|
2XU &RGH Rl &RQGXFW FDQ EH IRXQG RERKRYZRXYLARFRDVHV RI EULEHU\ RU FRIBH%%W%%HVV WKH HPSOR\HH LV LQYROYHG
ZZZ IORZWUDGHUV FRP ZHUH UHSRUWHG LQ WKDW LV EHLQJ UHSRUWHG :H UHVSHFW D QR

SROLF\ ZKHQ D VXVSHFWHG PLVFRQGXFW LV U
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2XU :KLVWOHEORZHU 3ROLF\ FDQ EH IRXZX& ROQRROSU,QWHUQDO $XGLW &KDUWHU GHILQHV WKH ,$1V

ZHEVLWH ZZZ IORZWUDGHUV FRP SXUSRVH DXWKRULW\ UHVSRQVLELOLW\ DQG SRVLWLRQ ZLWKLQ
WKH RUJDQLVDWLRQ 7KLV FKDUWHU LV DOLJQHG ZLWK WKH
QWHUQDO DXGLW &RUSRUDWH *RYHUQDQFH &RGH DQG ZLWK JXLGDQFH

SURYLGHG E\ WKH ,QVWLWXWH RI ,QWHUQDO $XGLWRUV

7KHQWHUQDO $XGLW ,\$HHXNYFWRRHRQKDQFH

DQG SURWHFW RUJDQLVDWLRQDO YDOXH e S%MFW RQUEYNPQ LQWHJIUDO SDUW RI RXU UHSRUWLQJ

EDVHG DQG REMHFWLYH DVVXUDQFH DGY[PH § HYQPO SXCLW )XQFWLRQ UHSRUWV WR WKH

$Q HIILFLHQW DQG HIIHFWLYH ,$ FRQWU?E?W’M\F‘ PPJ\7 WRH,PQC WR WKH &(2 W DOLIQV LWV HIIRUWV
LQWHUQDO FROWUROV DQG WR D UREXVAFW I&@F)'(ﬁl%l-b[ HPQDO DXGLWRU DQG UHSRUWYV LWV DXGLW UHVXOWYV

VWUXFWXUH ZKLFK FDQ DGGUHVV NH\ VI YR PG WG vV H SXCLW &RPPLWWHH DQG LQIRUPYV WKH

HIWHUQD DXGLWRU
p

o
7KH VFRSH RI ,$ V ZRUN LQFOXGHV WKH H D WLR

QD ({&
HYDOXDWLRQ RI WKH DGHTXDF\ DQG HIIH ‘%(PH'?QLHQ’/\P\Q\W? MV WKH ZD\ LQ ZKLFK WKH ,3 IXQFWLRQ
ULVN PDODIHPHOW FROQWURO DQG JRYHJ VLWV UHVSRQVLELOLW\ DQQXDOO\ DQG WDNHV WKH

SURFHVVHV ,W DOVR LQFOXGHV TxDoLWSHbOVREDHFNMKZTRBKCGLW &RPPLWWHH LQWR DFFRXQW

UHYLHZLQJ RXU SHUIRUPDQFH LQ FDUU\LQJ RXW DVVLJQHG

UHVSRQVLELOLWLHY WR DFKLHYH RXU VWRWH&DRHBBY JQEHUQDO $XGLW )XQFWLRQ FRQIRUPV WR WKH

REMHEWLYHV ,QWHUQDWLRQDO 3URIHVVLRQDO 3UDFWLFH )UDPHZRUN ,33)
RI WKH ,QVWLWXWH RI ,QWHUQDO $XGLWRUV ,,$ DQG ZDV
H[WHUQDOO\ FHUWLILHG LQ
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6WDWHPHQW E\ WKH I( [HARWB\L YWKH % RDUG

$V UHTXLUHG E\ VHFWLRQ G RI WKH '"XWFK

JLODQFLDO 6XSHUYLVLRQ $FW :HW RS KHW ILQDQFLHHO

WRH]LFKW ZH VWDWH WKDW DFFRUGLQJ WR WKH EHVW RI
RXU NQRZOHGJH

@WKH LQWHULP ILQDQFLDO VWDWHPHQWY SUHVHQW D
WUXH DQG IDLU YLHZ RI WKH DVVHWV WKH
OLDELOLWLHV WKH ILQDQFLDO SRVLWLRQ DQG SURILW RU
ORVV Rl JORZ 7UDGHUV /WG DQG WKH FRPSDQLHV
LQFOXGHG LQ WKH FRQVROLGDWLRQ DQG

@WKH LQWHULP ILQDQFLDO VWDWHPHQWY SURYLGH D
WUXH DQG IDLU YLHZ RI WKH LQIRUPDWLRQ UHTXLUHG
SXUVXDQW WR DUWLFOH G SDUDJUDSK DQG
RI WKH 'XWFK J)LQDQFLDO 6XSHUYLVLRQ $FW :HW
RS KHW ILQDQFLHHO WRH]LFKW

5HJDUGV

OLNH .XHKQHO
JRONHUW -ROLQJ
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&21'(16(' &2162/,'$7(' 67$7(0(17 2) ),1$1&,$/ 326,7,21 ,Q WKRXVDQGV Rl HXPR sw -xQH SW 'HEHPEHU

$VVHWV

&DVK DQG FDVK HTXLYDOHQWYV

JLQDQFLDO DVVHWV KHOG IRU WUDGLQJ

7UDGLQJ UHFHLYDEOHYV

2WKHU DVVHWY KHOG IRU WUDGLQJ

2WKHU UHFHLYDEOHYV

,QYHVWPHQWY PHDVXUHG DW IDLU YDOXH WKURXJK 2&,
,QYHVWPHQWY PHDVXUHG DW IDLU YDOXH WKURXJK 3/
,QYHVWPHQWY LQ DVVRFLDWHYV

BURSHUW\ DQG HTXLSPHQW

,QWDQJLEOH DVVHWYV

&XUUHQW WD[ DVVHWYV

'"HIHUUHG WD[ DVVHWYV

7RWDO DVVHWYV

/[LDELOLWLHV

JLODQFLDO OLDELOLWLHY KHOG IRU WUDGLQJ
7UDGLQJ SD\DEOHYV

2WKHU OLDELOLWLHY KHOG IRU WUDGLQJ
/[HDVH OLDELOLWLHV

2ZWKHU OLDELOLWLHV

&XUUHQW WD[ OLDELOLWLHV

'"HIHUUHG WD[ OLDELOLWLHYV

7RWDO OLDELOLWLHYV

(TXLW\

6KDUH FDSLWDO

6KDUH SUHPLXP

7UHDVXU\ VKDUHYV

6KDUH EDVHG SD\PHQWYV UHVHUYH
5HWDLQHG HDUQLQJV

&XUUHQF\ WUDQVODWLRQ UHVHUYH
)DLU YDOXH UHVHUYH

7RWDO HTXLW\

7TRWDO HTXLW\ DQG OLDELOLWLHYV

7KH VHFWLRQ QRWHV WR WKH FRQGHQVHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH DQ LQWHJUDO SDUW RI WKHVH FRC
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&21'(16(" &2162/,"$7(' 67$7(0(17 2) 352),7 25 /266 $1' 27+(5 &2035(+(16,9( ,1&20( ,Q
WKRXVDQGV RI HXUR YRU WKH VL[ PRQWKY HQGHG  -XQH

1RWH

*URVV WUDGLQJ LQFRPH
JHHY UHODWHG WR WKH WUDGLQJ DFWLYLWLHYV
1HW ILQDQFLDO H[SHQVHVY UHODWHG WR WKH WUDGLQJ DFWLYLWLHV

I1HW WUDGLQJ LQFRPH

2ZWKHU LQFRPH

7TRWDO LQFRPH

(PSOR\HH H[SHQVHYV

'"HSUHFLDWLRQ Rl SURSHUW\ DQG HTXLSPHQW
$PRUWLIDWLRQ RI LQWDQJLEOH DVVHWYV
ULWH RIl R LQ WDQJLEOH DVVHWYV

2WKHU H[SHQVHV

2SHUDWLQJ H[SHQVHYV

2SHUDWLQJ UHVXOW
5HVXOW LPSDLUPHQW RI HTXLW\ DFFRXQWHG LQYHVWHHV

SURILW EHIRUH WD]J

7D[ H[SHQVH

SBURILW IRU WKH \HDU DWWULEXWDEOH WR WKH RZQHUV Rl WKH &RPSDQ\

2WKHU FRPSUHKHQVLYH LQFRPH ORVYV

,WHPV WKDW DUH RU PD\ EH UHFODVVLILHG WR SURILW RU ORVV
JRUHLJQ FXUUHQF\ WUDQVODWLRQ GLIITHUHQFHY IRUHLJQ RSHUDWLRQV
,WHPV QRW UHFODVVLILHG WR SURILW RU ORVV

&KDQJHV LQ IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH

2WKHU FRPSUHKHQVLYH LQFRPH IRU WKH \HDU QHW RI WD|[

I1HW RWKHU FRPSUHKHQVLYH LQFRPH IRU WKH \HDU DWWULEXWDEOH WR WKH RZQHUV RI WKH &RPSDQ\

(DUQLQJV SHU VKDUH
%DVLF HDUQLQJV SHU VKDUH
'LOXWHG HDUQLQJV SHU VKDUH

7KH VHFWLRQ QRWHV WR WKH FRQGHQVHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH DQ LQWHJUDO SDUW RI WKHVH FRQ
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&21'(16(" &2162/,'$7(' 67$7(0(17 2) &+$1*(6 ,1 (48,7< ,Q WKRXVDQGV RI HXUR

6KDUH EDVH&XUUHQF\

6KDUH 6KDUH  7UHDVXU\ )DLU YDOXHHWDLQHG
SD\PHQWVWUDQVODWLR 7RWDO
FDSLWDO SUHPLXP  VKDUHV = 00 00 s CRVHUYH HDUQLQUIV

%DODQFH DW -DQXDU\
3URILW + + + + + +
7RWDO RWKHU FRPSUHKHQVLYH LQFRPH + + + +
7RWDO FRPSUHKHQVLYH LQFRPH IRU WKH SHU&RG + + +
7UDQVDFWLRQV ZLWK RZQHUV RI WKH &RPSDQ\
'LYLGHQGYV + + + + + +
5HSXUFKDVH RI VKDUHV + + + + +
6KDUH EDVHG SD\PHQWV + + +
7RWDO WUDQVDFWLRQV ZLWK RZQHUV RI WKH F#RPSDQ\ + +
%DODQFH DW  -XQH
&21'(16(' &2162/,'$7(' 67$7(0(17 2) &+$1*(6 ,1 (48,7< ,Q WKRXVDQGV RI HXUR

6KDU 6KDU 7UHDV)6KISDI;J\HP|_I|EQD\ Wié%‘i/kg )DLU YD 5HWD L CRWDO

(

FDSL\  SUHPLX VKDU Dy DV UHVHL HDUQL
%DODQFH DW -DQXDU\
3URILW 2 2 2 2
7RWDO RWKHU FRPSUHKHQVLYH LQFRPH 2 2 2 2
7RWDO FRPSUHKHQVLYH LQFRPH IRU WKH SHULRG 2 2 2
7UDQVDFWLRQV ZLWK RZQHUV Rl WKH &RPSDQ\
'LYLGHQGYV 2 2 2 2 2 2
5HSXUFKDVH RI VKDUHV 2 2 2 2 2 2
6KDUH EDVHG SD\PHQWYV 2 2 2 2
7RWDO WUDQVDFWLRQV ZLWK RZQHUV RI WKH2FRPSDQ\ 2 2

%DODQFH DW  -XQH

7KH VHFWLRQ QRWHV WR WKH FRQGHQVHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH DQ LQWHJUDO SDUW RI WKHVH FRC
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&21'(16(" &2162/,'$7(' 67$7(0(17 2) &$6+ )/2:6 ,Q WKRXVDQGV RI HXUR JRU WKH VL[ PRQWKY HQGHG  -XQH

1RWH

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHYV

3URILW IRU WKH \HDU

$GMXVWHG IRU

'"HSUHFLDWLRQ Rl SURSHUW\ DQG HTXLSPHQW

$PRUWL]DWLRQ RI LQWDQJLEOH DVVHWYV

ULWH RIl R LQ WDQJLEOH DVVHWYV

5HVXOW LPSDLUPHQW RI HTXLW\ DFFRXQWHG LQYHVWHHV QHW RI WD|
5HVXOW LPSDLUPHQW RILQYHVWPHQWYV )93/

6KDUH EDVHG SD\PHQW WUDQVDFWLRQV

7D[ H[SHQVH

&KDQJHV LQ ZRUNLQJ FDSLWDO

@LQFUHDVH GHFUHDVH ILQDQFLDO DVVHWYV KHOG IRU WUDGLQJ
@ LQFUHDVH GHFUHDVH WUDGLQJ UHFHLYDEOHYV

@ LQFUHDVH GHFUHDVH RWKHU DVVHWYVY KHOG IRU WUDGLQJ

@ LQFUHDVH GHFUHDVH RWKHU UHFHLYDEOHYV

@LQFUHDVH GHFUHDVH ILQDQFLDO OLDELOLWLHYVY KHOG IRU WUL
@LQFUHDVH GHFUHDVH WUDGLQJ SD\DEOHV

@LQFUHDVH GHFUHDVH RWKHU OLDELOLWLHY KHOG IRU WUDGLQ
@LQFUHDVH GHFUHDVH RWKHU OLDELOLWLHYV

@&RUSRUDWH LQFRPH WD[ SDLG

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHV

&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHV
,QYHVWPHQWY DQG DFTXLVLWLRQV RI ILQDQFLDO DVVHWVY KHOG DW )92&,

,QYHVWPHQWY DQG DFTXLVLWLRQV RI ILQDQFLDO DVVHWYV KHOG DW )93/ 2
,QYHVWPHQWY DQG DFTXLVLWLRQV RI ILQDQFLDO DVVHWYV KHOG DW DVVRFLDWHY DQG MRLQW YHQWXURV
'LVSRVDOV RU VDOHV RI ILQDQFLDO DVVHWYVY KHOG DW )92&, 2

'LVSRVDOV RU VDOHV RI ILQDQFLDO DVVHWV KHOG DW )93/ 2

'LVSRVDOV RU VDOHV RI ILQDQFLDO DVVHWYV KHOG LQ DVVRFLDWHY DQG MRLQW YHQWXUHYV 2
$FTXLVLWLRQ RI SURSHUW\ DQG HTXLSPHQW

$FTXLVLWLRQ RI LQWDQJLEOH DVVHWYV 2

&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHYV
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&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHYV
'LYLGHQG SDLG

3D\PHQWYVY Rl OHDVH OLDELOLWLHYV
5HSXUFKDVHV VDOHV RI VKDUHYV
&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHYV

(I'THFW RI PRYHPHQWY LQ H[FKDQJH UDWHV RQ FDVK DQG FDVK HTXLYDOHQWYV
&KDQJH LQ FDVK DQG FDVK HTXLYDOHQWV

&KDQJH LQ FDVK DQG FDVK HTXLYDOHQWYV
&DVK DQG FDVK HTXLYDOHQWY DW RSHQLQJ
&DVK DQG FDVK HTXLYDOHQWY DW FORVH
&KDQJH LQ FDVK DQG FDVK HTXLYDOHQWYV

JRU WKH SHULRG HQGHG -XQH WKH LQWHUHVW SDLG DPRXQWHG WR % PLOOLRQ Ya PLOOLRQ ZKLFK LQFOXGFE
WUDGLQJ LQFRPH DQG ¥» PLOOLRQ Ya PLOOLRQ WR RWKHUV 7KH LQWHUHVW UHFHLYHG IRU WKH SHULRG -XQH LY

7KH VHFWLRQ QRWHV WR WKH FRQGHQVHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LV DQ LQWHJUDO SDUW RI WKHVH FRQG
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IRWHV WRFW@EBHQVHG FRQVROLGDWHG ILQD(C FWK® LQIRUPDWLRQ UHTXLUHG IRU D FRPSOHWH VHW RI ,QWHUQD
VWDWHPHQWYV 6WDQGDUGV ,)56 ILQDQFLDO VWDWHPHQWY +RZHYHU VHOHFWE

$00 DPRXQWV LQ WKRXVDQGV RI HXUR XQOHVV VWDWHG RWKHUZLVH LQFOXGHG WR H[SODLQ HYHQWV DQG WUDQVDFWLRQV WKDW DUH
XQGHUVWDQGLQJ Rl WKH FKDQJHV LQ WKH *URXSTV ILQDQFLDO S
5HSRUWLQJ HQWLW\ VLQFH WKH ODVW DQQXDO FRQVROLGDWHG ILQDQFLDO VWDWHPH

HQGHG 'HFHPEHU
)ORZ 7UDGHUV /WG UHIHUUHG WR DV WKH 3&RPSDQ\" LV DQ H[HPSWHG FRPSDQ\

OLPLWHG E\ VKDUHV UHJLVWHUHG XQGHU WKH &RPSDQLH\ $FW %I "/w gg
DPHQGHG WKH 3&RPSDQLHV $FW"~ )JORZ 7UDGHUV /WG ZDV LQ RULJ_g UIE (? BX)G FRQWLQXDWLRQ DFFRXQWLQJ
-DQXDU\ ZLWK LWV UHJLVWHUHG RIILFH DW &DQRQ V & I XIDW& K DILFAWR WLRD FSRVWUUSRIVWD VBRI VWU XFW XUH

%R[ +0 *DPLOWRQ +0  %HUPXGD 7KH &RPSDQ\ V SULOFLSPO SHPBHIURI WKH *URXS FRPSOHWHG WKH XSGDWH WR LWV
EXVLQHVV LV ORFDWHG DW -DFRE %RQWLXVSODDWYV I SRYWHFWSOH WKkdy IROORZHG UHFHLSW RI VKDUHKROGHU DSSURY
IHWKHUODQGY )ORZ 7UDGHUV /WG LV UHIJLVWHUHG ZLWK WK#Q'%M/[E@ GHQWuéJHRH\OVéHFUQRI'HFHPEHU DQG IXOILOPHQW RI I
WKH &KDPEHU RI &RPPHUFH XQGHU QXPEHU DV D FRPSRAKIRVRRO®RPDU\ FORVLQJ FRQGLWLRQV $V D UHVXOW RI WKH
UHJLVWHUHG *DRURBDIEO EXLWHQODQGVH NDSLWIDRKIN ¥R IWWERIOESI Q) FRPSDQ\ LV QRZ )ORZ 7UDGHUV /WG 7KH XSGDWH RI Wk
UHIHUUHG WR LQ WKH 'XWFK &RPSDQLHV )RUPDCOHVBHIS V\/HWYRHY REWRPDE HEWEOHY )ORZ 7ZUDGHUV WR EHFRPH PRUH FRPSHWL

GH IRUPHHO EXLWHQODQGVH Y HAXQRRWHDKD\S 8H@" &RPSDC\ LYYRYLGHU SDUWLFXODUO\ LQ UHODWLRQ WR UHJXODWRU\ FDSLV
GHHPHG D 'XWFK UHVLGHQW FRPSDQ\ IRU FRUSRUDWH UHS RUWLQJ SXUSRVHV LQ

DFFRUGDQFH ZLWK DSSOLFDEOH "XWFK ODZzV $V SDUW RI WKH FKDQJH RI LWV FRUSRUDWH KROGLQJ VWUXFW X1

HQWHUHG LQWR D FURVV ERUGHU OHJDO PHUJHU LQ ZKLFK L DC
7TKHVHRQGHQVHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV BRR/SWY HOWK HLORMARR RRPKWY REOLIDWLRQV DQG RWKHU OHJ
LWV VXEVLGLDULHV WRJHWKHU UHIHUUHG WR DV WKH u*LURXS\YT)OoRZz 7UDGHUV 6 $ LQFRUSRUDWHG XQGHU WKH ODZV RI /X[HP

7UDGHUV 1 9 FHDVHG WR H[LVW DQG LLL HDFK 6KDUHKROGHU U
7KH *URXS LV D OHDGLQJ WHFKQRORJ\ HQDEOHG JOREDO ’XQWD®VWWHW $ OWRNUGILMAL GIDWK )ORZ 7UDGHUV 1 9 VKDUH )ROOR]
SURYLGHU ZLWK LWV FRUH EXVLQHVV LQ ([FKDQJH 7UDGH 3URGBEAWY 6(33 FRDWHYMMG LQWR D %HUPXGD OLPLWHG FRPSDQ\ [
H[SDQGLQJ LQ IL[HG LQFRPH ); FRPPRGLWLHY DQG GLJLW DOQUBYVHWIUHEEGLIGGUHVV WR %HUPXGD
VI\VWHPLFDOO\ LQFUHDVLQJ LWV SUHVHQFH LQ WKH JOREL O HFRV\VWHP WKURXJK VWUDWHJILF

SDUWQHUVKLSY DQG LQYHVWPHQWYV 7KH FKDQJH LQ WKH *URXS V FRUSRUDWH KROGLQJ VWUXFWXUH |
SURILW DQG ORVV RU HTXLW\ RI WKH &RPSDQ\ $ SUHGHFHVVRU

%DVLV RI SUHSDUDWLRQ GHWHUPLQH WKH FDUU\LQJ YDOXH RI DOO DVVHWYV DQG OLDELOL
WKH PHUJHU $V DW  -DQXDU\ WKH DVVHWY DQG OLDELOLWL

D 6WDWHPHQW RI FRPSOLDQFH 19 DUH FRQVROLGDWHG LQ WKH ILQDQFLDO VWDWHPHQWYV RI )O
7KH *URXS DSSOLHV ,QWHUQDWLRQDO )LQDQFLDO SHSRUWLQFBRNRLRGPHFENXMVOER SWKIG EbWH LQ DFFRUGDQFH ZLWK WKH St
WKH (XURSHDQ 8QLRQ 1,)56 (81 DQG WLWOH ERRN RI "XWEKp&loDHPo&ReH FRPE OB DWLYH QXPEHUV DPRXQWV DUH UHVWDW}

SURYLGHV VHYHUDO RSWLRQV LQ DFFRXQWLQJ SULQFLSONV (! WHRKDTYE PFER BANVWRYE EHILQQLQJI RI WKH HDUOLHVW FRPSD
SULQFLSOHV ,)56 (8 DQG LWV GHFLVLRQV UHJDUGLQJ WKH RSWLRQW PYPFODEGHPUH VHW RXW

LQ WKH VHFWLRQ pVLIQLILFDQW DFFRXQWLQJ SROLFLHVY EHORZ

7KH SRROLQJ RI LQWHUHVWY PHWKRG LV JHQHUDOO\ FRQVLGHUH
7KHVH FRQGHQVHG FRQVROLGDWHG LQWHULP ILQDQFLDO /WBMIHWHQW ¥ i RGHSEHNA SWHEHHEI WK H\ KDG DOZD\V EHHQ FRPE

LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGCQHEYLYESHI HRMWMMLPFFRXQWYV IRU WKH WUDQVDFWLRQ IURP WK
)LQDQFLDO 5HSRUWLQJ DV DGRSWHG E\ WKH (XURSHDQ 8QLRQ 7KH\ GR QRW LQFOXGH DOO
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ZKLFK WKH FRPELQDWLRQ RFFXUV LUUHVSHFWLYH RI LW\ DRWXROHGHERDH/ LVYE BHODWWWHMWLHY LQ WKH 1HWKHUODQGYV ZLWK

FRPSDUDWLYHV WR LQFOXGH DOO FRPELQLQJ SDUWLHYV DFWLYLWLHV LQ JUDQFH 8. ,WDO\ WUDGLQJ DFWLYLWLHV LQ -H
5RPDQLD $PHULFDV FRQVLVWYVY RI WKH VXEVLGLDULHV LQ WKH 8¢
E &DSLWDO PDQDJHPHQW VXEVLGLDULHV LQ +RQJ .RQJ DQG 6LQJDSRUH DQG D &KLQHVH Ut

'LITHUHQW FDSLWDO UHTXLUHPHQWY DSSO\ IROORZLQJ WkKH )?gglg\?bh(ﬂDI!?I Mkk[ﬁ'géw }H GLUHFV\iRUV RI WKH ERDUG FRQVLGHU
VWUXFWXUH ZKLFK DUH H[SHFWHG WR H[SDQG )ORZ 7UDGI1U\}J|_{/%Y6)V9IY|V V\{: 6%9\%% QI\PLCE?&I A #URXS IL\QDQFLDO SHUIRUTDQF
JXUWKHUPRUH LW FUHDWHV D PRUH OHYHO SOD\LQJ ILHOG ZW EUDVQVWR-léQ\(;%E%J/ S/HgvMSU}:EIB\L/JLRPHV:gES >.(]VI;IEGRI)E(WPI§('
WR WKH UHJXODWRU\ FDSLWDO IUDPHZRUN )ORZ 7UDGHU /1 UI—F&BB%%% I-"&\R/ }—||6 Iﬁéjg%* I;(E'gNF%HDVXUH\Q/ UHVX%WV RO D
EH VXEMHFW WR VXSHUYLVLRQ E\ WKHLU UHVSHFWLYH UHIJIXOD RWV %ﬂ??lﬂ\ﬁ? ljwl!\???U QbR
ZLOO QR ORQJHU EH VXEMHFW WR FRQVROLGDWHG ,)5 ,)' /XSV¥|U|_\|(LVY/FIQ_WB \&IESH%P}_U?DV& 'lj XOWV RQ QHW WUDGLQJ LQFRPH SURI

C

REWDLQHG DQ XQFRQGLWLRQDO GHFODUDWLRQ RI QR RENHF E]IQ Il‘ H? V%U&%V%yﬁs%ﬁé)é?ssi%%?/vﬁp1VFEE25HE§VJFR":])L(JEG
%DQN "1% LQ FRQQHFWLRQ ZLWK WKH XSGDWH RI WKH FFIUS LU'DP IEH OGL?J}I_'\O XIRNXHE Q Q Q

[S QVHV VXFK DV HPSOR\HH FRPSHQVDWLRQ FRPPXQLFDWLRQ

YHORSPHQW D(?_G DWD SURFHVVLQJ DQG RYHUKHDG FRVWYV IR

30HDVH UHIHU WR SDJH IRU GHWDLOV UHODWLQJ WR *U Qx%@@@LBBéPQI—FL?YS

M{ROWR DIILOLDWHG RSHUDWLQJ FRPSDQLHV ¢
UHTXLUHPHQWYV

UHFKDUJH LQFRPH DQG H[SHQVHYV

F &RPPRQ FRQWURO 7KH *URXSfV WUDGLQJ DVVHWY DQG OLDELOLWLHY DWWULEXWDE
$V )ORZ 7UDGHUV 1 9 DQG )ORZ 7UDGHUV 6 $ DUH XQGHU FRPPRRUWHEVWR P DO DWHKFHQW RQ WKH EDVLV RI QHW WUDGLQJ FD
WLPH WKH\ HOQOWHUHG LQWR WKH FURVV ERUGHU OHJDO PHUJHMSR)BWH G WMRLRBHIYWVVHWY LQ HDFK VHIPHQW DUH QHW RI WKH
&RPELQDWLRQV LV QRW DSSOLFDEOH OLDELOLWLHV KHOG IRU WUDGLQJ WUDGLQJ SD\DEOHV DQG RWK

1HZ VWDQGDUGY DQG LQWHUSUHWDWLRQV

$00 DFFRXQWLQJ SROLFLHV DUH WKH VDPH DV WKRVH DS30LHG LQ WKH *URXSfV FRQVROLGDWHG
ILQDQFLDO VWDWHPHQWYV IRU WKH \HDU HQGLQJ 'HFHPEHU ,Q DGGLWLRQ WR WKH
SROLFLHVY GLVFORVHG DV SDUW RI WKH DQQXDO UHSRUW YORZ 7UDGHUV KDV DSSOLHG LWV
DFFRXQWLQJ SROLF\ ZLWK UHVSHFW WR SUHGHFHVVRU DCG FRQWLQXDWLRQ DFFRXQWLQJ DV
RXWOLQHG LQ QRWH

1HZ DPHQGPHQWY DQG LQWHUSUHWDWLRQV DSSO\ IRU WKH ILUVW WLPH LQ EXW GR
QRW KDYH D PDWHULDO LPSDFW RQ WKH LQWHULP FRQGH )VHG FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWYV RI WKH *URXS

2SHUDWLQJ VHIPHQWYV

7KH H[HFXWLYH GLUHFWRUV RI WKH ERDUG H[DPLQH WKH *URXS SHUIRUPDQFH IURP D
UHJLRQDO SHUVSHFWLYH DQG KDYH LGHQWLILHG WKUHH UHSRUWDEOH VHIJIPHQWYV RI LWV JOREDO
WUDGLQJ EXVLQHVV (XURSH WKH $PHULFDV DQG $VLD
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6(*0(17 5(3257,1* YRU WKH VL[ PRQWKY HQGHG

-XQH*0(17 5(3257,1* JRU WKH VL[ PRQWKVY HQGHG -XQH

(XURSH$PHULFDV$VLD 7RWDO (XURSH$PHULFDVS$VLD 7RWDO
*URVV WUDGLQJ LQFRPH *URVV WUDGLQJ LQFRPH
YHHV UHODWHG WR WKH WUDGLQJ DFWLYLWLHV JHHV UHODWHG WR WKH WUDGLQJ DFWLYLWLHYV
1HW ILQDQFLDO H[SHQVHV UHODWHG WR 1HW ILQDQFLDO H[SHQVHV UHODWHG WR
WKH WUDGLQJ DFWLYLWLHV WKH WUDGLQJ DFWLYLWLHV
1HW WUDGLQJ LQFRPH 1HW WUDGLQJ LQFRPH
2WKHU LQFRPH + 2WKHU LQFRPH + +
7RWDO ,QFRPH 7RWDO ,QFRPH
,QWHUFRPSDQ\ UHFKDUJH + + ,QWHUFRPSDQ\ UHFKDUJH + +
7RWDO UHYHQXHV 7RWDO UHYHQXHV
(PSOR\HH H[SHQVHYV 3HUVRQQHO H[SHQVHV
,QWHUFRPSDQ\ UHFKDUJH + ,QWHUFRPSDQ\ UHFKDUJH +
2WKHU H[SHQVHYV 2WKHU H[SHQVHYV
7RWDO RSHUDWLQJ H[SHQVHV 7RWDO RSHUDWLQJ H[SHQVHV
(%,7'$ (%,7'$
'"HSUHFLDWLRQ RI SURSHUW\ DQG '"HSUHFLDWLRQ RI SURSHUW\ DQG
HTXLSPHQW HTXLSPHQW
$PRUWL]DWLRQ RI LQWDQJLEOH DVVHWYV $PRUWL]DWLRQ RI LQWDQJLEOH DVVHWYV
‘ULWH RIl R LQ WDQJLEOH DVWHWYV + ‘ULWH RIl R LQ WDQJLEOH DVWHWYV
2SHUDWLQJ UHVXOW 2SHUDWLQJ UHVXOW
5HVXOW LPSDLUPHQW RI 5HVXOW LPSDLUPHQW RI HTXLW\
HTXLW\ DFFRXQWHG LQYHVWHHYV + DFFRXQWHG LQYHVWHHV +
3URILW EHIRUH WD]J 3URILW EHIRUH WD]
7D[ H[SHQVH 7D[ H[SHQVH
3URILW IRU WKH \HDU 3URILW IRU WKH \HDU
)7 ( )7 (
6(*0(17 5(3257,1* $wW -XQH 6(*0(17 5(3257,1* $w '"HFHPEHU
$VVHWV $VVHWYV

/[LDELOLWLHV

/LDELOLWLHV

&DSLWDO H[SHQGLWXUH

&DSLWDO H[SHQGLWXUH
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)DLU YDOXHV RI ILQDQFLDO LQVWUXPHQWY DQC RTKKHURXS XMHWWZD@HO\ UHFRJIQL]HG YDOXDWLRQ WHFKQLTXHV D

OLDELOLWLHVY KHOG IRU WUDGLQJ GHWHUPLQLQJ WKH IDLU YDOXH RI FRPPRQ VLPSOH ILQDQFLDO L
RQO\ REVHUYDEOH PDUNHW GDWD DQG UHTXLUH OLWWOH PDQDJ}

J)DLU YDOXHV KDYH EHHQ GHWHUPLQHG IRU PHDVXUHPHQW DRGWYb ElvY RORVEVH FYYERYBULFHY RU PRGHO LQSXWV XVHG LQ
EDVHG RQ WKH IROORZLQJ PHWKRGV :KHQ DSSOLFDEOH IXUMWHIKERIBYIRWERR BERW ¥b bUN LOWHUHVW UDWHY DQG FU.
DVVXPSWLRQV PDGH LQ GHWHUPLQLQJ IDLU YDOXHV LV GLVFQRYHEDWA § X8 QLERRY W UHWHS WRQG DQG HTXLW\ SULFHV IRUE

WKDW DVVHW RU OLDELOLW\ UDWHV HTXLW\ DQG HTXLW\ LQGH[ SULFHV DQG H[SHFWHG SULFF
FRUUHODWLRQV ZKLFK DUH XVXDOO\ DYDLODEOH LQ WKH PDUNH
9DOXDWLRQ PRGHOV VHFXULWLHV H[FKDQJH WUDGHG GHULYDWLYHV DQG VLPSOH RYF

7KH REMHFWLYH Rl YDOXDWLRQ WHFKQLTXHV LV WR DUUL /H ®MUD YIDWU YYHVO XY P HOVKIWMHPHQRM REVHUYDEOH PDUNHW SULFHV |
WKDW UHIOHFWV WKH SULFH WKDW ZRXOG EH UHFHLYHG V/R WHOIOQWHKE DRAY IR W QU HMH GWVR XVBUB PN DQG HVWLPDWLRQ DQG
WKH OLDELOLW\ LQ DQ RUGHUO\ WUDQVDFWLRQ EHWZHHQ L QGHSHHGHIQQW P DYNRWL S WHGLELWBQQGHWHUPLQLQJ IDLU YDOXHV $
DW WKH PHDVXUHPHQW GDWH PDUNHW SULFHV DQG LQSXWV YDULHV GHSHQGLQJ RQ WKH SURG

SURQH WR FKDQJHV EDVHG RQ VSHFLILF HYHQWYV DQG JHQHUDO |

7KH *URXS PHDVXUHV IDLU YDOXHV XVLQJ WKH IROORZLQJ IDILRRBBIKXHOKE RY N W\
GHSHQGLQJ RQ WKH LQSXWV XVHG IRU PDNLQJ WKH PHDV> UHPHQWYV
:KHQ WKH *URXS PHDVXUHV SRUWIROLRV RI ILQDQFLDO DVVHWYV |

@/HYHO IDLU YDOXH RI ILQDQFLDO LQVWUXPHQWY EDVEG QQR\%_‘KL’-%EQMIR/V RI&D%\BLJ-HSRVXUHV WR PDUNHW ULVNV LW DSSOL

TXRWHG XQDGMXVWHG PDUNHW SULFHV LQ DFWLYH PDUN SFSDUdQSULDWH SRUWIROLR OHYHO DGMXVWPHQWYV
FK DGMXV PHOWY DUH GHULYHG IURP REVHUYDEOH ELG DVN V

LQVWUXPHQWYV
@/HYHO LQSXWV RWKHU WKDQ TXRWHG SULFHV LQFOXGHG ?LVVVVKUL@PWQY%%DQ\%KDDQNMéﬁwHG IRUIDFWRUV VSHFLILE WR WKH <

REVHUYDEOH HLWKHU GLUHFWO\ L H DV SULFHV RU LCGLUHFWO\ L H GHULYHG IURP

SULFHV 7KLV FDWHJRU\ LQFOXGHV LQVWUXPHQWYV YDOXH%W'VQBH’%X%VVHH% WKEBNHRXS PHDVXUHV SRUWIROLRV RI ILQDQFL
SULFHV LQ DFWLYH PDUNHWV IRU VLPLODU LQVWUXPHQ vV OFREWRAANSHVERQ YREH LBR\GW LR B8HW HISRVXUH WR WKH FUHGLW
RU VLPLODU LQVWUXPHQWY LQ PDUNHWY WKDW DUH QR N FF \QLV&WEJ%%UMEWEW HV RYHYWHEWR DFFRXQW DQV H[LVWLQJ DUUDC
YDOXDWLRQ WHFKQLTXHV LQ ZKLFK DOO VLJQLILFDQW LQsk BWHUSV Y HEWRBY RYUHL dleL uRRWHRY QHWWLQJ DIJUHHPHQWYV ZL
REVHUYDEOH IURP PDUNHW GDWD

@/HYHO LQSXWV WKDW DUH XQREVHUYDEOH 7KLV FDWHJIRUAH QYRS KPWEE HYWMPELEMEWE FRQWURO IUDPHZRUN ZLWK UH
IRU ZKLFK WKH YDOXDWLRQ WHFKQLTXH LQFOXGHV XQR =V IEUPYXEYHARHGW WY WkEw RB8XHVD 7KLV ITUDPHZRUN LQYROYHV ERW
VLIQLILFDQW HIIHFW RQ WKH LQVWUXPHQW TV YDOXDWLRQZ2IRYPW bR e SBIVORKEQW ZKLFK DUH LQGHSHQGHQW RI WKH 7L
LQVWUXPHQWYV WKDW DUH YDOXHG EDVHG RQ TXRWHG SULFHVRRY GILAHINCOL MRV K P, #RDUG  7KH SLVN DQG 2SHUDWL
EXW IRU ZKLFK VLJQLILFDQW XQREVHUYDEOH DGMXVWP 41Q RV HIP 8 2 VP EHRRWE bYW IRU LQGHSHQGHQWO\ YHULINLQJ WKH

UHTXLUHG WR UHIOHFW GLIIHUHQFHV EHWZHHQ WKH LQ /WY kPRIWRP QW RS pSOEX KRR WHEH PHQWY 7KH GDLO\ UHFRQFLO
HTXLW\ VHEXULWLHV SULFHV EHWZHHQ WKH SULPH EURNHUV DQG WKH 7UDGLQJ GHSD!

LPSRUWDQW

7KH IDLU YDOXHV RI ILQDQFLDO DVVHWYV DQG ILQDQFLDO OLDELOLWLHY WKDW DUH WUDGHG LQ

DFWLYH PDUNHWV DUH EDVHG RQ SULFHV REWDLQHG GLUHFWDY |l GRPOIFQ HEFKPRQVH \RQ ZXOBKOLDELOLWLHY KHOG IRU WU
WKH LQVWUXPHQWY DUH WUDGHG RU REWDLQHG IURP D EJRNHU WKDW SURYLGHV DQ

XQDGMXVWHG TXRWHG SULFH IURP DQ DFWLYH PDUNHW IRU U/EHQWLEFPROWLERWRIXWHB ®VRIRBRPIOWHLRQY ERWK ORQJ DQG VKRL
RWKHU ILQDQFLDO LQVWUXPHQWY WKH *URXS GHWHUPLQ 4V Fb U NBHIAH WR PP WKWMYDGHG SULFHV IURP LGHQWLFDO LQVW
YDOXDWLRQ WHFKQLTXHV
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DW WKH UHSRUWLQJ GDWH 6XFK ILQDQFLDO DVVHWY DQG OLWERERQWILXHY DQE POBWODVNGIDNG HDWHILHY HO RU OHYHO FRQGL
DYDLODELOLW\ RI TXRWHG FORVLQJ ELG SULFHV

$ VXEVWDQWLDO SDUW RI WKH ILQDQFLDO DVVHWYV DQG O .DEEQOWIHVVKFIE G WRWU WHID B XQUHAX LFW DDH U YDOXH WKURXJK S
FDUULHG DW IDLU YDOXH DUH EDVHG RQ WKHRUHWLFDO SJLFHV ZKLFK FDQ GLIIHU IURP TXRWHG

PDUNHW SULFHV 7KH WKHRUHWLFDO SULFHV UHIOHFW su _FH B IBAHVPROW RIULG DY WP HEYYHBHDVXUHG DW IDLU YDOXH WK
E\ WKH IDFW WKDW WKH *URXS FROQWLQXRXVO\ SULFHV LWV |IPHYTMBDRBG VWA BYE @B Y B WKW TXRWHG FORVLQJ ELG SU
EDVHG RQ DOO DYDLODEOH LQIRUPDWLRQ 7KLV LOQFOXGH/ sBYFAHVRIKRYHEW CHYHTEBERH VLRI D YDOXDWLRQ WHFKQLTXFE
LGHQWLFDO SRVLWLRQV DV ZHOO DV WKH SULFHV IRU VH :xUBWTAYV XQGHUO\LQJ WKH *URXSYTV

SRVLWLRQV RQ RWKHU H[FKDQJHV WKDW DUH RSHQ DIWH J WKH H[FKDQJH RQ ZKLFK WKH

ILQDQFLDO DVVHW RU OLDELOLW\ LV SULPDULO\ WUDGHG =ORNVAW KKK *DMMHWVSWMO:@QGRU WUDGLQJ

2SHUDWLRQV GHSDUWPHQWYV FKHFNV WKH WKHRUHWLFDO SULEH |_ GHSHQGH WO\ V SDU

WKHLU UHYLHZ WKH\ PRQLWRU ZKHWKHU DOO SULFH DGM (VV%W \/D}ég%di) LQH UIP\ﬁll:lg‘] FRPSULVHV WKH DPRXQW RI
EL

*
ZLWK PDUNHW LQSXWV &RQVHTXHQWOL VXFK ILQDQFLDO DVV QG WKHVH DUH PHDVXUHG C?D'FV'VDI?DT?J J;OHXHUEVXKSUE)?JSISLSTJVRII?\?V DIR
FODVVLILHG DV /HYHO Q

XVHV LWV RZQ IDLU YDOXH PRGHOV EDVHG RQ TXRWHG SULFHV R

WKH YDOXDWLRQ RI WKH GLJLWDO DVVHWYV WKHVH DVVHWYV DUH
JRU RIITVHWWLQJ GHOWD QHXWUDO SRVLWLRQV WKH *URXS XVHV PLG PDUNHW SULFHV WR

GHWHUPLQH IDLU YDOXH
I 2WKHU OLDELOLWLHY KHOG IRU WUDGLQJ

E 7UDGLQJ UHFHLYDEOHY DQG SD\DEOHV JURP WLPH WR WLPH WKH &RPSDQ\ ERUURZV GLJLWDO DVVHWYV C
7UDGLQJ UHFHLYDEOHY DQG SD\DEOHV DUH PHDVXUHG RQ D VONWDWHOIX H7KDVERUMUREHG GLILWDO DVVHWYV SD\DEOHV DUH PHD
GHVLJQDWHG DW IDLU YDOXH WKRXJK SURILW DQG ORVV Q WKMRIGBEEURIILWRWRRVVVYRXPYV WKH &RPSDQ\V XVHV LWV RZQ IDL
$FFRXQWLQJ 3ROLF\ RI WUDGH GDWH DFFRXQWLQJ IRU UH JX&RSU TZXRWH®D 8§ Wd e \s XREKIBDYHUDEOH LOQSXWV RU XQREVHUYDEOH L
WUDQVDFWLRQV VDOHV SXUFKDVH WUDQVDFWLRQV DZDL\VLMNKHHRRVYREZHGWE UHSVHY PYWHWY WKHVH OLDELOLWLHV DUH FO
DPRXQWV UHFHLYDEOH SD\DEOH IRU VHFXULWLHV VROG SCUFKDVHG EXW QRW \HW VHWWOHG DV

DW WKH UHSRUWLQJ GDWH 5HFHLYDEOHV IURP DQG SD\DEOHNV WR.BDRNHY IGHR 0 BWM K\

LQFOXGLQJ FDVK EDODQFHV KHOG DW WKH *URXSYTV FOHD JLQJ ILUPV DQG WKH QHW DPRXQW

UHFHLYDEOH RU SD\DEOH IRU VHFXULWLHV WUDQVDFWLRCV SKBAROP R AWM MPHON VKR Y Wk ERBUILQJ DPRXQWYV DQG IDLU
LQ WKLV FDWHJRU\ 7KH *URXS PDLQWDLQV SRUWIROLR ILIDB¥VHNVMPLRSL REREFLALIW WP SARPELQI WR WKHLU IDLU YDOXH K
EURNHUV WR IDFLOLWDWH LWV WUDGLQJ DFWLYLWLHV WR ILQDQFH WKH SXUFKDVH DQG VHWWOHPHQW

RI ILQDQFLDO LQ7KHVH ILQDQFLDO OLDELOLWLHY DUH LQI'OXGHG DW DPRUWL]HG

FRVWDLQV DQG ORVVHV LQFOXGLQJ RQ GHUHFRJQLWLRQ LQWHUHVW H[SHQVH DQG IRUHLJQ

H[FKDQJH JDLQV DQG ORVVHV DUH UHFRJQL]HG LQ SURILW RU ORVV

F  QYHVWPHQWY PHDVXUHG DW IDLU YDOXH WKUF XJK RWKHU
FRPSUHKHQVLYH LQFRPH 2&,

7KH IDLU YDOXH RI LQYHVWPHQWY PHDVXUHG DW IDLU YDOXH WKURXJK RWKHU
FRPSUHKHQVLYH LQFRPH LV GHWHUPLQHG E\ UHIHUHQFH \WR WKHLU TXRWHG FORVLQJ ELG
SULFH DW WKH UHSRUWLQJ GDWH RU LI XQTXRWHG GHWFUPLQHG XVLQJ D YDOXDWLRQ
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)DLU YDOXH KLHUDU FK\

$W

$W

'"HFHPEHU

/IHYHO

/HYHO

/HYHO

/RQJ SRVLWLRQV LQ
HTXLW\ VHFXULWLHV
WUDGLQJ

/RQJ SRVLWLRQV LQ
GHEW VHFXULWLHYV
WUDGLQJ

ODUN WR PDUNHW
GHULYDWLYHV DVVHWV

I+

I+

I+

I+

/HYHO

/HYHO

/HYHO

7TRWDO

/RQJ SRVLWLRQV LQ
HTXLW\ VHFXULWLHV
WUDGLQJ

/RQJ SRVLWLRQV LQ
GHEW VHFXULWLHYV
WUDGLQJ

ODUN WR PDUNHW
GHULYDWLYHV DVVHWYV

I+

I+

I+

I+

JLQDQFLDO DVVHWYV
KHOG IRU WUDGLQJ

I+

JLQDQFLDO DVVHWYV
KHOG IRU WUDGLQJ

I+

7UDGLQJ UHFHLYDEOHYV
2WKHU DVVHWV KHOG IRU
WUDGLQJ +
,QYHVWPHQWYV
PHDVXUHG DW IDLU
YDOXH WKURXJK 3/ +
,QYHVWPHQWYV
PHDVXUHG DW IDLU
YDOXH WKURXJK 2&, +

I+

I+

I+

7UDGLQJ UHFHLYDEOHYV
2WKHU DVVHWV KHOG IRU
WUDGLQJ +
,QYHVWPHQWYV
PHDVXUHG DW IDLU
YDOXH WKURXJK 3/ +
,QYHVWPHQWYV
PHDVXUHG DW IDLU
YDOXH WKURXJK 2&, +

I+

I+

I+

7TRWDO ORQJ SRVLWLRQV

7TRWDO ORQJ SRVLWLRQV

6KRUW SRVLWLRQV LQ
HTXLW\ VHFXULWLHV
WUDGLQJ

6KRUW SRVLWLRQV LQ
GHEW VHFXULWLHYV
WUDGLQJ

ODUN WR PDUNHW
GHULYDWLYHV OLDELOLWLHV

I+

I+

I+

I+

6KRUW SRVLWLRQV LQ
HTXLW\ VHEXULWLHV
WUDGLQJ

6KRUW SRVLWLRQV LQ
GHEW VHFXULWLHV
WUDGLQJ

ODUN WR PDUNHW
GHULYDWLYHYV OLDELOLWLHYV

I+

I+

I+

I+

JLQDQFLDO OLDELOLWLHYV
KHOG IRU WUDGLQJ

I+

JLQDQFLDO OLDELOLWLHYV
KHOG IRU WUDGLQJ

I+

7UDGLQJ SD\DEOHYV
2WKHU OLDELOLWLHV KHOG
IRU WUDGLQJ *

I+

7UDGLQJ SD\DEOHYV
2WKHU OLDELOLWLHYV KHOG
IRU WUDGLQJ +

I+

7TRWDO VKRUW
SRVLWLRQV

7TRWDO VKRUW
SRVLWLRQV
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'XH WR WKH VKRUW KROGLQJ SHULRG EHWZHHQ DFTXLVLWLR® HG®I VFOIOGIHW KHUWMHVYWHP WEBWY LQ IRUHLJQ RSHUDWLRQV

WUDQVIHUVY EHWZHHQ /HYHO DQG /HYHO

Q QR WUDQVIHUV LQ RU RXW RI OHYHO
WDEOH VKRZV WKH PRYHPHQW LQ OHYHO
7KH IDLU YDOXH RI WKH OHYHO

WRRN SODFH
DVVHWYV SOHD'/H RIOFRHURNI MKW R HMRWEYHVWPHQW LQ WKH 8QLWHG 6WDWHYV DQG |
LQYHVWPHQWYV LV GHWHUPLZXHGEGKERDNE RRWWKHINOPMMHMYODO FXUUHQF\ LQ 86' 7KLV ERUURZL

GXULQJ WKH ULHSRUWLQJ SHULRG

,QFOXGHG LQ ILQDQFLDO OLDELOLWLHY KHOG IRU WUDGLQJ DW
RI 8L0 7HKIHOR®RQRZLQIBE' PLOOLRQ ZKLFK KDV EHHQ GHVLJ

WUDQVDFWLRQ SULFH 7KH IDLU YDOXH LV UHDVVHVVHG EDVHKE R@ MWRWHHUIRXKS M\ M LSIRVY XRIHWKRI WKH 86' IRUHLJQ H[FKDQJH UL

LOQOYHVWPHQWY PLOHVWRQH SHUIRUPDQFH DQG UXQZD\

& KD QQNW\L\QPWM QW X QIRIFOAMMH RYDERPHWHY RQ WKH UHWUDQVODWLRQ RI W|

LQSXWV XVHG WR GHWHUPLQH IDLU YDOXH PD\ UHVXOW LO D@WUQEVHIMHB WERHFWHKHAVH RS DHKWHQVLYH LQFRPH WR RIIVHW D

YDOXH

,QYHVWPHQWYV $W  -XQH
Y93/ )92&, 7RWDO

1HW ERRN DPRXQW -DQXDU\

$GGLWLRQV

'LVSRVDOV + + +

8QUHDOL]HG JDLQ ORVYV

(ITHFW RI PRYHPHQW LQ IRUHLJQ

H[FKDQJH GLIIHUHQFHYV

1HW ERRN DPRXQW DW SHULRG HQG

,QYHVWPHQWYV $W  'HFHPEHU
)93/ )92&, 7RWDO

1HW ERRN DPRXQW
$GGLWLRQV
'LVSRVDOV
8QUHDOL]HG JDLQ ORVYV

(IIHFW Rl PRYHPHQW LQ IRUHLJQ
H[FKDQJH GLIIHUHQFHYV

-DQXDU\

1HW ERRN DPRXQW DW SHULRG HQG

WUDQVODWLRQ RI WKH QHW LQYHVWPHQWY LQ WKH VXEVLGLDULI

7KHUH LV DQ HFRQRPLF UHODWLRQVKLS EHWZHHQ WKH KHGJHG L
LQVWUXPHQW DV WKH QHW LQYHVWPHQW FUHDWHY D WUDQVODW
IRUHLJQ H[FKDQJH ULVN RQ WKH 86' ERUURZLQJ 7KH *URXS KDV
KHGJH UDWLR RI DV WKH XQGHUO\LQJ ULVN RI WKH KHGJLQJ L
WR WKH KHGJHG ULVN FRPSRQHQW 7KH KHGJH LQHIIHFWLYHQHV:
DPRXQW RI WKH LQYHVWPHQW LQ WKH IRUHLJQ VXEVLGLDU\ EHFF
DPRXQW RI WKH ERUURZLQJ 7KH KHGJLQJ JDLQ UHFRJQL]JHG LQ
LQFRPH EHIRUH WD[ LV HTXDO WR WKH FKDQJH LQ IDLU YDOXH X\
HITHFWLYHQHVYV 7KHUH LV QR LQHIIHFWLYHQHVV UHFRJQL]HG LQ
RI WKH KHGJLQJ LQVWUXPHQW UHFRUGHG LQ ILQDQFLDO OLDELO
VWDWHPHQW RI ILQDQFLDO SRVLWLRQ LV DV IROORZV
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JRUHLJQ FXUUHQF\ GHQRPLQDWHG ERUURZLQJV (DUQLQJYVY SHU VKDUH

JRU WKH VL[ PRQWKV HQGHG  -X2H 7k FDOFXODWLRQ RI WKH EDVLF HDUQLQJV SHU VKDUH LV EDVH
IRWLRQDO DPRXQWDUU\LQJ DPRXQW&KDQJH LQ IDLU YDOXH HXM\FULEXWDEOH WR RUGLQDU\ VKDUHKROGHUY DQG WKH QXPEHL

86 Ya IRU PHDVXULQJ RXWVWDQGLQJ
LQHIIHFWLYHQHVV IRU WKH
SHULRG Y%

7KH ZHLJKWHG DYHUDJH QXPEHU RI VKDUHV WDNHV LQWR DFFRX

DYHUDJH HIIHFW RI FKDQJHV LQ WUHDVXU\ VKDUHV GXULQJ WKH

JRUHLJQ FXUUHQF\ GHQRPLODWHG ERUURZLQJV '"LOXWHG HDUQLQJV SHU VKDUH LV GHWHUPLQHG E\ DGMXVWLQJ

TRU WKH \HDU HOGHG HFHPEH) VKDUH IRU WKH HITHFWV Rl DOO GLOXWLYH VKDUH EDVHG SD\PHG

IRWLRQDO DPRXQWDUU\LQJ DPRXQW&KDQJH LQ IDLU YDOXH XVHG

86 Ya IRU PHDVXULQJ JRU WKH VL[ PRQWKY HQGHG -XQH
LQHIITHFWLYHQHVV IRU WKH
SHULRG % BURILW IRU WKH \HDU

BURILW DWWULEXWDEOH WR RUGLQDU\

VKDUHKROGHUYV

IHW LQYHVWPHQW LQ IRUHLJQ VXEVLGLDULHYV

JRU WKH VL[ PRQWKY HQGHG -XQH :HLIJKWHG DYHUDJH QXPEHU RI RUGLQDU\

&KDQJH LQ IDLU YDPROWHILIQ FXUUHQF\ VKDUHYV

XVHG IRU PHDVXUMQUDQVODWLRQ UHVHUYH'L®XWLYH HIIHFW RI VKDUH EDVHG SD\PHQWYV

LOQHIIHFWLYHQHVV Y ‘HLJKWHG DYHUDJH QXPEHU RI RUGLQDU\
,QYHVWPHQW LQ IRUHLJQ VKDUHV IRU GLOXWHG QHW SURILW

VXEVLGLDULHV

%DVLF HDUQLQJV SHU VKDUH

IHW LQYHVWPHQW LQ IRUHLJQ VXEVLGLDULHYV

'LOXWHG HDUQLQJV SHU VKDUH
JRU WKH \HDU HQGHG '"HFHPEHL) QLQ

&KDQJH LQ IDLU YPROXHHLIQ FXUUHQF\
XVHG IRU PHDVXUMQUDQVODWLRQ UHVHUYH @“%HW WUDGLQJ LQFRPH
LQHIIHFWLYHQHVV Y

*URVV WUDGLQJ LQFRPH FRPSULVHVY WKH UHDOL]JHG DQG XQUHDO

' QYHVWPHQW LQ IRUHLJQ LQVWUXPHQWYV GLJLWDO DVVHWYV DQG FHUWDLQ IHHV ZKLFK WKF

VXEVLGLDULHYV

OLTXLGLW\ SURYLGHU IURP H[FKDQJHY DQG LVVXHUV RI SURGXFV

JHHV UHODWHG WR WKH WUDGLQJ DFWLYLWLHV FRQVLVW RI H[SH
FOHDULQJ IHHV DQG RWKHU WUDGLQJ UHODWHG IHHV 1HW ILQDC
WKH WUDGLQJ DFWLYLWLHY PDLQO\ UHODWH WR LQWHUHVW H[SH
ZLWK WKH SULPH EURNHUV FDOFXODWHG RQ WKH GUDZQ DPRXQW
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2WKHU LQFRPH JROORZLQJ WKH XSGDWH WR WKH *URXS V FRUSRUDWH VWUXFWX

Fi\/g‘”é) V&/KH VV\& %RIWKH VKDUHV IURP J)ORZ 7UDGHUV 1 9
e o G S e s Tk PEY O R CoRI [T Frsoal’ omaoo Viow b 6,1 1
lé-l?_YLHFB LFIQQV\I/\ﬂ? \%t')H EDVHG SD\PHQWYVY 7KH *URXS PHDVXUF

WKH RXWVWDQGLQJ VKDUH RSWLRQV EDVHG RQ WKH FORVLQJ VK

(PSOR\HH H[SHQVHYV DQG FRQFOXGHG WKDW WKLV FKDQJH ZDV D QRQ EHQHILFLDO
FRQWLQXHG WR PHDVXUH WKH IDLU YDOXH DW RULJLQDO JUDQW

JRU WKH VL[ PROWKY HOGHG = -KE$HQVHV UHODWHG WR WKH IDLU YDOXH RI WKH VKDUH RSWLRQ

ORVV
:DJHV DQG VDODULHYV JRU WKH VL[ PRQWK
6RFLDO VHFXULW\ FKDUJHV 6KDUH EDVHG SD\PHQWV SHU SODQ -XQF
5HFUXLWPHQW DQG RWKHU HPSOR\PHQW FRVWYV
9DULDEOH FRPSHQVDWLRQ SDLG LQ FDVK 9DULDEOH UHPXQHUDWLRQ VKDUH SODQV
9DULDEOH FRPSHQVDWLRQ SDLG LQ VKDUHV &RPSDQ\ OR\DOW\ DQG VLJQ RQ SDFNDJH VKDUH

7RWDO SODbQV

7RWDO H[SHQVHV DULVLQJ IURP HTXLW\ VHWWOHG

VKDUH EDVHG SD\PHQWYV
7KH ZDJHV DQG VDODULHW @F WHCH MBRES )7( GHYHORSBNQN YRR QVHY DULVLQJ IURP FDVK VHWWOHG VKDUH EDVHG
SHU 'HFHPEHU WIRV SHU  -XQH 2YHUDOO HPSOR\VHH &ihSiQy Wy

GHFUHDVHG EDV D UHVXOW RI WKH RYHUDOO GHFUHDVH LO YDEWREOH FRRSHRYPWLERS URP FDVK VAWWOHG
DQG ZDJHV DQG VDODULHV SDLG WR HPSOR\HHV 7KH GHF JHDMh R YO BB thHowy

FRPSHQVDWLRQ LV DOVR UHIOHFWHG LQ WKH GHFUHDVH LQ R¥RKFHL AHRRRANEFY L VS DORP K BEUH EDVHG
YDULDEOH FRPSHQVDWLRQ SD\DEOH LV EDVHG RQ WKH RSHURWIRQOPSURILW RI"WKH
&RPSDQ\

9DULDEOH FRPSHQVDWLRQ FRVWV DUH EDVHG RQ H[LVWLCJ YDULDEOH FRPSHQVDWLRQ

REOLJDWLRQV DV ZHOO DV H[SHFWHG YDULDEOH FRPSHQVDWEIRQ DRUWWEKHHSHULRGV $W  -XOH SW HEHPEHU
RXWVWDQGLQJ SHU SODQ

6KDUH EDVHG SD\PHQWYV 9DULDEOH UHPXQHUDWLRQ VKDUH

7KH &RPSDQ\ DZDUGV LWV HPSOR\HHV ZLWK VKDUHV DV SOHUWSRP®XHLU YDULDEOH

FRPSHQVDWLRQ 6KDUH DZDUGV DV SDUW Rl WKH YDULDEOH RBRFPSHQVYRLROWUMNQR RYYQ RQ

DZDUGV ZKLFK HQWDLOV WKDW WKH HPSOR\HH LQFRPH W D[ FPEd&NDWLRIOBUBUHOWRVEH SDLG

RXW RI WKHVH DZDUGV 7KH VKDUHV DZDUGHG XQGHU WKt OR/OWN DG Q 1 JIPWRYHYDL RIGDH A G

VKDUH SODQV DUH DZDUGHG EDVHG RQ D QHW EDVLV ZKL=K HQWDLOV WKDW WKH &RPSDQ\

LV OLDEOH IRU WKH HPSOR\HH LQFRPH WD[ GXH IRU WKHVH SODQV

,Q HLWKHU FDVH WKH *URXS LV UHVSRQVLEOH IRU ZLWKKF OGLQJ ZDJH WD[HV XSRQ YHVWLQJ
LQ WKH 1IHWKHUODQGY DQG LQ PRVW RWKHU FRXQWULHV I RSHUDWLRQV 7KH HVWLPDWHG
DPRXQW RI ZzDJH WD[HV FDQ EH XS WR IRU ZKLFK IXWX JH FDVK RXWIORZV PD\EH
FRYHUHG E\ WKH VDOH RI WUHDVXU\ VKDUHV
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D 9DULDEOH UHPXQHUDWLRQ VKDUH SODQV HTXLW\ VHWEV@RBSDQ\ OR\DOW\ DQG VLJQ RQ SDFNDJH VKDUH SODQV H
8QGHU WKH YDULDEOH UHPXQHUDWLRQ VKDUH SODQV VKDUHV \DHWWOBG@WHG WR HPSOR\HHV

DV SDUW RI WKHLU YDULDEOH FRPSHQVDWLRQ 7KH VKDULFV ¥B¥WU W KRXYIRPEDIDHY OR\DOW\ DQG VLIQ RQ SDFNDJH VKDUH SOD
LOQVWDOPHQWY GXULQJ WKH ILUVW TXDUWHU RI WKH VXEVHTXHRMWHE b R OHYDR WHULRGURD ERHVFRPSHQVDWLRQ WR FHUWDLQ
\HDUV VXEMHFW WR WKH FRQGLWLRQ WKDW WKH HPSOR\H A1 UHPDK RY HB SPBHUE R M KFHQOH WR ILYH \HDUV GHSHQGLQJ RQ WK
YHVWLQJ GDWH DIJUHHPHQW ZLWK WKH HPSOR\HH VXEMHFW WR WKH FRQGLWLRQ

UHPDLQV HPSOR\HG RQ WKH YHVWLQJ GDWH

$W \HDU HQG HPSOR\HHV DUH JUDQWHG VKDUHV EDVHG RO D IL[HG PRQHWDU\ YDOXH

7KH QXPEHU RI VKDUHV DUH HVWLPDWHG EDVHG RQ WKH FRQHWD B\ Y DYI3X AL ILEKRE ¥ KDUH RSWLRQV LV HVYWLPDWHG DW WKF
WKH IDLU YDOXH RI WKH VKDUH SULFH DW JUDQW GDWH 7KHpPD¥RDPFIRXDEUYBOXKDAMHYKDUHY JUDQWHG GXULQJ WKH SHULRG
JUDQWHG DUH GHWHUPLQHG EDVHG RQ WKH YROXPH ZHLJ{WHGDYHUDJIHySULFH7 @SB [IRUFLVH SULFH RI WKH VKDUH RSWLRQ L

WKH ILUVW RSHQ SHULRG RI WKH IROORZLQJ \HDU UHVXONLRP URHIR U ERWH GWRPOFFORWARQ RVKDUHV RQ WKH GDWH RI JU
WKH VKDUHY DZDUGHG DV LV VKRZQ LQ WKH WDEOHV EHC RZUHFRJQL]HG GXULQJ WKH PHDO ZDY Y PLOOLRQ

3ULRU \HDU YDULDEOH UHPXQHUDWLRQ SODQV KDYH EHHC DGMXVWHG DV IROORZV

$W  -XQH $W  'HFHPEHU
1XPEHU RI VKDUHV

2XWVWDQGLQJ DW -DQXDU\

9DULDEOH UHPXQHUDWLRQ VKDUH
SODQ \HDU

*UDQWHG GXULQJ WKH \HDU
&KDQJHV GXH WR GLYLGHQG
UHLQYHVWPHQW

JLIHG PRQHWDU\ YDOXH
)DLU YDOXH VKDUH SULFH DW JUDQW

GDWH Ya Ya Ya
9:$3 VKDUH SULFH RI ILUVW RSHQ 9HVWHG GXULQJ WKH \HDU
SHULRG Y, Y, Y, JRUIHLWHG GXULQJ WKH \HDU

2XWVWDQGLQJ DW SHULRG HQG

7KH IROORZLQJ WDEOH LOOXVWUDWHY WKH QXPEHU RI VKODUHV DQG PRYHPHQWY LQ VKDUH

DZDUGV GXULQJ WKH \HDU 7KH H[SHQVH UHFRJQL]HG GXULQF VKD VMDD SZAOIMMHLDWLRQ ULIKWYV FDVK VHWWOHG

PLOOLRQ MLOOLRQ &HUWDLQ HPSOR\HHVY DUH DZDUGHG VKDUH DSSUHFLDWLRQ ULJK
YDULDEOH FRPSHQVDWLRQ VHWWOHG LQ FDVK 7KH 6$5V YHVW L
D SHULRG RI IRXU WR ILYH \HDUV VXEMHFW WR WKH FRQGLWLRQ
HPSOR\HG RQ WKH YHVWLQJ GDWH 7KH OLDELOLW\ IRU WKH 6%$5\
DQG DW WKH HQG RI HDFK UHSRUWLQJ SHULRG XQWLO VHWWOHG
6$5V 7KH FDUU\LQJ DPRXQW RI WKH OLDELOLW\ UHODWLQJ WR W
ZDV Y% PLOOLRQ 'HFHPEHU PL@&OLRQ 7KH H[SHQVH UHFRJQL
GXULQJ WKH SHULRBLDDVY RQ -XQH PLBOLRQ

1XPEHU RI VKDUHYV $W  -XQH $W 'HFHPEHU
2XWVWDQGLQJ DW -DQXDU\

*UDQWHG GXULQJ WKH \HDU

&KDQJHV GXH WR GLYLGHQG

UHLQYHVWPHQW

9HVWHG GXULQJ WKH \HDU

JRUIHLWHG GXULQJ WKH \HDU

&KDQJHV LQ VKDUHV UHFDOFXODWHG

EDVHG RQ ILQDO 9:%$3

2XWVWDQGLQJ DW SHULRG HQG
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2WKHU H[SHQVHYV

JRU WKH VL[ PRQWKY HQGHG

7HFKQRORJ\

+RXVLQJ

$GYLVRUV DQG DVVXUDQFH
BWUDWHJILF DGYLVRU\ FRVWYV
5HJXODWRU\ FRVWYV

JL[HG H[FKDQJH FRVWYV
7UDYHO H[SHQVHV

9DULRXV H[SHQVHYV

2WKHU H[SHQVHYV

5HFRQFLOLDWLRQ RI WKH ZHLJKWHG DYHUDJH VWDWXWRU\ LQFR!
HITHFWLYH LQFRPH WD[ UDWH LV DV IROORZV

JRU WKH VL[ PRQWKY HQGHG  -XQH

.>(QI—|

3URILW EHIRUH WD]

"XWFK VWDQGDUG WD[ UDWH
,QFRPH WD[ H[SHFWHG
$FWXDO LQFRPH WD[ FKDUJH
,Q SHUFHQWDJH
"LIIHUHQFH LQ WD[ H[SHQVH

YRU WKH VL[ PRQWKY HQGHG  -XQH

Y Y

7THFKQRORJ\ H[SHQVHV IRU WKH ILUVW KDOI RI WKH \HDU | QF UXWMOAKH\GW® R DR WQDLIWILDDMHL Y HV W R

RSWLPL]H RXU LQIUDVWUXFWXUH
FRVWYV LQ

7D[DWLRQ

JRU WKH VL[ PRQWKY HQGHG

7D[ UHFRJQLVHG LQ SURILW RU ORVYV
&XUUHQW WD[ H[SHQVH

ORYHPHQW LQ GHIHUUHG WD[ DVVHW
ORYHPHQW LQ GHIHUUHG WD[ OLDELOLW\
$GMXVWPHQW IRU SULRU \HDUV

7D[ H[SHQVH H[FOXGLQJ VKDUH RI WD][
RI HTXLW\ DFFRXQWHG LQYHVWHHYV

)/2:

75%'(56

7KH &RPSDQ\ LQFXUUHC VL1QIHUHDQWZWWIXONHI IDFYBEGPIMR U\
LQ UHODWLRQ WR RSWLPL]DWLRQ RI WKH *UIXS/YWBWXONRQWUWYWEB Q@G UHRXSODWRU\
VWUXFWXUH DQG IXUWKHU EDODQFH VKHHW UHYLHZ HIIRUWV QFRPH SDUWO\

H[HPSWHG
2WKHU QRQ GHGXFWLEOH FRVWYV
6XEWRWDO

XQH!/HFWLYH WD[ UDWH

7KH HIITHFWLYH WD[ UDWH GLIIHUV IURP WKH QRPLQDO VWDWXW
GLIIHUHQFH LV PDLQO\ FDXVHG E\ DSSO\LQJ WKH SDUWLFLSDWLR
LOQQRYDWLRQ ER[ UHJLPH ,Q DGGLWLRQ WKH HIIHFWLYH WD[ UDV
GHGXFWLEOH VKDUH SODQ FRVWV WKDW RFFXU LQ HDFK UHJLRQ

(I'HFWLYH WD[ UDWH SHU UHJLRQ
$Q RYHUYLHZ RI WKH HIIHFWLYH WD[ UDWH SHU UHJLRQ LV SUHV|

JRU WKH VL[ PRQWKY HQGHG -XQH
6WDWXWRU\ WD[IUDDFWH.YH WD[ UDWH

(XURSH
$PHULFDV
$VLD
*URXS
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JRU WKH VL[ PRQWKYVY HQGHG

-XJH WUDQVDFWHG LQ WKH RYHUxWKH+*FRXQWHU PDUNHW 6zZzDSV DUH

GWDWXWRU\ WD [ [UBFMHYH WD[ UD VHEHWZHHQ WZR SDUWLHV WR H[FKDQJH VWUHDPV Rl SD\PHQWYV RY

(XURSH
$PHULFDV
$VLD
*URXS

&DVK DQG FDVK HTXLYDOHQWYV

$W -XQH $W '"HFHPEHU

(XURSH
$PHULFDV
$VLD

7TRWDO FDVK DQG FDVK
HTXLYDOHQWYV

VSHFLILHG QRWLRQDO DPRXQWV LQ UHODWLRQ WR PRYHPHQWYV
LQGH[ 7KH *URXSTV GHULYDWLYH DVVHWV DQG ILQDQFLDO OLDE
RIIVHW LQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ XQOHVV W
PHW 7KH *URXSYV WUDGLQJ FDSLWDO H[SRVXUHV LQFOXGLQJ GH
PRQLWRUHG RQ GDLO\ EDVLV DV SDUW RI LWV RYHUDOO ULVN PD

7UDGLQJ UHFHLYDEOHYV

W  'HFHPEHU
$W  -XQH ¢

S5HFHLYDEOHV IRU VHFXULWLHYV VROG
'XH ITURP EURNHUV DQG H[FKDQJHV
ODUN WR PDUNHW GHULYDWLYHV DVVHWYV

7TRWDO WUDGLQJ UHFHLYDEOHYV

&DVK DQG FDVK HTXLYDOHQWYV LQFOXGH D EDQN JXDUDQWHH RIDBAFRPGOQERZLMK RVKHFHURXSTV SROLF\ RI WUDGH GDWH DFFI
UHQW Ya PLOOLRQ 7KH RWKHU FDVK DQG FDVK HT KLWDEHQWYGDEIXUBFKDVOIDWOBQR@FWLRQV UHFHLYDEOHV IRU VHFEXUI

GHPDQG

JLQDQFLDO DVVHWYV KHOG IRU WUDGLQJ

$W_ -XQH S$W

"HFHPEHU

/IRQJ SRVLWLRQ LQ HTXLW\ VHFXULWLHY WUDGLQJ
/IRQJ SRVLWLRQ LQ GHEW VHFXULWLHY WUDGLQJ

ODUN WR PDUNHW GHULYDWLYHV DVVHWYV

7RWDO ILQDQFLDO DVVHWY KHOG IRU WUDGLQJ

DPRXQWYV RI UHFHLYDEOHV IRU VHFXULWLHV WKDW DUH VROG E>
UHSRUWLQJ GDWH DQG DPRXQWY GXH IURP EURNHUV DQG H[FKDC
UHFHLYDEOHY DUH PHDVXUHG DW IDLU YDOXH

2ZWKHU DVVHWY KHOG IRU WUDGLQJ

W  "HFHPEHU
$W  -XQH $

2ZWKHU DVVHWY KHOG IRU WUDGLQJ

7TRWDO RWKHU DVVHWY KHOG IRU WUDGLQJ

3HU SHULRG HQG WKH *URXS KHOG RWKHU DVVHWM. ZQOWKQD WRWL

JLQDQFLDO DVVHWV KHOG IRU WUDGLQJ UHODWH WR VHW\/OHEBWSRVHWHRENUD QG WY FIORY HOALFK LV FRPSULVHG RI GLJLWDO

UHODWHG WR ILQDQFLDO OLDELOLWLHYV KHOG

IRU WUDGLOJ

WUDGLQJ UHFHLYDEOHVY WUDGLQJ

SD\DEOHV RWKHU DVVHWY KHOG IRU WUDGLQJ DQG RWKHJ OLDELOLWLHY KHOG IRU WUDGLQJ 7KH
VXP RI WKHVH SRVLWLRQV LV RXU QHW WUDGLQJ FDSLWDO SRVLWLRQ DW RXU SULPH EURNHUYV
DQG WRIJHWKHU ZLWK FDVK XVHG LQ WKH PDQDJHPHQW UFSRUW DV WUDGLQJ FDSLWDO 7KH

*URXS HQWHUV LQWR GHULYDWLYH FRQWUDFWYV VXFK DV IXWXUHV IRUZDUGVY VZDSV DQG
SXUSRVHV )XWXUHV FRQWUDFWY DUH
WUDQVDFWHG DW VWDQGDUGL]HG DPRXQWYV RQ UHJXODWF G H[FKDQJHY DQG DUH VXEMHFW WR
FDVK PDUJLQ UHTXLUHPHQWY 7KH WDEOH DERYH VKRZV VWKH IDLU YDOXHV RI GHULYDWLYH

RSWLRQV IRU WUDGLQJ DQG HFRQRPLF KHGJH

ILQDQFLDO LQVWUXPHQWY UHFRUGHG DV DVVHWYV

)/2:

JRUZDLGY DUH FXVWRPLVHG FRQWUDFWV

75%$'(56 _+$/) <($5 5(3257



2ZWKHU UHFHLYDEOHYV WKH EDODQFH VKHHW ZKLOH WKH UHPHDVXUHPHQW JDLQ ORVV
SW "HEHPEHU VHSDUDWH OLQH LWHP XQGHU FKDQJHV LQ IDLU YDOXH WKURXJK
$w -XQH LQFRPH RQ WKH FRQGHQVHG FRQVROLGDWHG VWDWHPHQW RI SU

BUHSD\PHQWYV

'LYLGHQG ZLWKKROGLQJ WD]
6HFXULW\ GHSRVLWYV
5HFHLYDEOH IURP HPSOR\HHV
2WKHU UHFHLYDEOHYV

7RWDO RWKHU UHFHLYDEOHV

'XULQJ WKH SHULRG HQGHG  -XQH 0(0; FRPSOHWHG D VWUD
URXQG RI IXQGLQJ UHVXOWLQJ LQ DQ XQUHDOL]HG JDLQ LQ WKH
LQYHVWPHQW LQ 0(0;

, QYHVWPHPRMDWVXUHG DW IDLU YDOXH WKURXJK SUI

ORVV
JRU PRUH LQIRUPDWLRQ RQ WKH PDWXULW\ DQDO\VLV RI FWKHU URFALCYDEOHRV SOHRDVH UHTHU SW _ _HFHPEHU
WR RXU IX0O0 ,)56 DQQXDO UHSRUW $w -XQH
1HW ERRN DPRXQW -DQXDU\
,QYHVWPHPRMD/N XUHG DW IDLU YDOXH WKURXIJK $OEKWIURQV
FRPSUHKHQVLYH LQFRPH 'LVSRVDOV 2
,PSDLUPHQWYV 2 2
SW  -XOH $W 'HFHPEHU 8QUHDOL]HG JDLQ ORVV
(IlHEW RI PRYHPHQW LQ IRUHLJQ H[FKDQJH
1HW ERRN DPRXQW -DQXDU\ 1HW ERRN DPRXQW DW SHULRG HQG
$GGLWLRQV
'LVSRVDOV z 'XULQJ WKH SHULRG HQGHG -XQH WKH *URXS PDGH RQH QH?
,PSDLUPHQWYV 2 2 PHDVXUHG DW IDLU YDOXH WKURXJK SURILW DQG ORVV $Q LQYH
8QUHDOL]HG JDLQ ORVYV HDUOLHU WKLV \HDU ,Q DGGLWLRQ WR WKLV WKH *URXS PDGH D
(IITHFW Rl PRYHPHQW LQ IRUHLJQ H[FKDQJH 6(, /IDEV 7KH *URXS KROGYV RQH LQYHVWPHQW LQ DQ XQOLVWHG
1HW ERRN DPRXQW DW SHULRG HQG LV SODQQLQJ WR OLVW LQ

7KH LQYHVWPHQWY RI WKH *URXS LQ YDULRXV H[FKDQJHV WEKERXJIK %6OWYHA ELEBVIRIQNVRORVVHY DUH ODUJHO\ GULYHQ E\ ID
S3PHPEHU VHDWV" DQG ORQJ WHUP VWUDWHJILF LQYHVWPHQWWRY VKR PISHHHW PHRAW. Q@ WKXH XQOLVWHG GLJLWDO DVVHWV WU)
WKH GLJLWDO DVVHWY HFR VIVWHP DUH FODVVLILHG DV LQYHRW®HQARNBHBVRUHOBWIHQWGULYHQ E\ IDLU YDOXH UHYDOXDW
YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH OHPEHL VMBWVXQPRYMWHGDEFHAWDWRDVVHWY WUXVWYV

YDULRXV H[FKDQJHV 7KHVH LQYHVWPHQWY DUH PHDVXUH3 DW IDLU YDOXH GHWHUPLQHG

RQ WKH ODVW DYDLODEOH ELG EHIRUH \HDU HQG LQ WKH RUBNUL® FXMKH QHUHR & KIQF&KHBU H - X Q H WKH *URXS UHFRJQL]HG .
WUDQVODWHG WR HXURV DW H[FKDQJH UDWHV DW WKH UHSRPMOQUR®DWH QLO RQ LQYHVWPHQW LQ 6(, /DEV KHOG DW IDLU

DQG ORVYV

.Q WKH *URXS KDG QR VDOHV RU GLVSRVDOV RI LQYHV NPHQWY PHDVXUHG DW IDLU
YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH 5HPHDVXUHPHQWY Rl WKH LQYHVWPHQWY DUH UHFRUGHG DV D O

,OYHVWPHQWY DW IDLU YDOXH WKURXJK SURILW DQG ORVV RQ W
SHPHDVXUHPHQWY RI WKH LQYHVWPHQWY DUH UHFRUGHG DVU3 Bl BUXUWIRH Y IPLQ ORVYV DUH UHFRJQL]JHG DV D VHSDUDWH
,QYHVWPHQWY PHDVXUHG DW IDLU YDOXH WKURXJK RWKH ) FREERRKHK REQVWKH FRERRPRGDWHG VWDWHPHQW RI SURILW DQG OR
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,QYHVWPHQWY LQ DVVRFLDWHYV 7UDGLQJ SD\DEOHV

$W 'HFHPEHU

. $W  -XQH
$W _XOH $W HFHPEHU
3D\DEOHV IRU FDVK PDUNHW SURGXFWYV
1HW ERRN DPRXQW -DQXDU\ %RUURZLQJV
s, QYHVWPHQWYV z ODUN WR PDUNHW GHULYDWLYHV OLDELOLWLHV
&DVK GLVWULEXWLRQ 7RWDO WUDGLQJ SD\DEOHV

,PSDLUPHQW

5HVXOW IURP DVVRFLDWHYV

(I'THFW RI PRYHPHQW LQ IRUHLJQ H[FKDQJH
GLIITHUHQFHV

30HDVH DOVR UHIHU WR QRWH DQG

3D\DEOHV IRU VHEXULWLHV ERXJKW
1HW ERRN DPRXQW DW SHULRG HQG

,Q DFFRUGDQFH ZLWK WKH *URXSYV SROLF\ RI WUDGH GDWH DFFI
7KH *URXS UHFRJQL]HG DQ LY SDRLUPHLQRQ RROORZLQJ IDLU YDBRAH DQG SXUFKDVH WUDQVDFWLRQV SD\DEOHV IRU VHFEXULWLF
UHYDOXDWLRQ RI LWV SRUWIROLR 7KH FDUU\LQJ DPRXQW RIDRRMQWY H\DWPEHQMW IRDYWHHENHQWLHY WKDW ZHUH SXUFKDVHG E
DGMXVWHG WR WKHLU UHFRYHUDEOH DPRXQWYV DQG WKH D UNKHQUHBRR¥WOWOV GIDVOHEWKH DPRXQW SD\DEOH LV EDVHG RQ WKH
PRQLWRUHG IRU DQ\ IXUWKHU LQGLFDWLRQV RI LPSDLUPHQWSHWH QHBDL QP HQ@W VKIDN XFHHR®

UHFRJQL]HG LQ WKH VWDWHPHQW RI SURILW RU ORVV

%RUURZLQJV
'XULQJ WKH SHULRG HQGHG -XQH WKH UHVXOWLQJ C RVVKHHV IURP RXU HTXL

DFFRXQWHG LQYHVWPHQWYV 1) DRIVRELRYHYW DV HFHPEHU *URXS PDLQWDLQV SRUWIROLR ILQDQFLQJ IDFLOLWLHV ZLWK
v, IDFLOLWDWH WKH WUDGLQJ DFWLYLWLHV L H WR ILQDQFH WKH

ILQDQFLDO LQVWUXPHQWY 7KH GUDZQ DPRXQWV RQ WKHVH IDFI

IOXFWXDWH EDVHG RQ RXU WUDGLQJ SRVLWLRQV DW DQ\ JLYHQ |
JLODQFLDO OLDELOLWLHV KHOG IRU WUDGLQJ

$W  HFHPEHU 7KH *URXS HQWHUHG LQWR LQWHUHVW EHDULQJ FUHGLW IDFLOL\

W -XQH %DON 19 $$&% WRWDOOLQJ % PLOOLRQ SHU SHULRG HQG
6KRUW SRVLWLRQV LQ HTXLW\ VHEXULWLHV GHQRPLQDWHG IDFLOLW\ RI % PLOOLRQ DQG D 86' GHQRPLQD\
WUDGLQJ PLOOLRQ ,Q DGGLWLRQ WKH *URXS HQWHUHG LQWR LQWHUHVW
6KRUW SRVLWLROV LO GHEW VHEXULWLHY WUDGLQJ SRUWIROLR PDUJLQ ILODQFLQJ ZLWK %DQN RI $PHULFD OHUULOO
O0DUN WR PDUNHW GHULYDWLYHY OLDELOLWLHY 6DFKV %DUFOD\V %DQN OLJUDKL 7HIDKRW %DQN 7KHVH IDFLOLV
ZRWDO ILODOFLDO OLDELOLWLHY KHOG 1RU WHUPLQDWHG DW DQ\ WLPH 7KH IDFLOLWLHYV DUH H[FOXVLYHO\ |
WUDGLOJ SRVLWLRQV Rl WKH ILODQFLDO LQVWUXPHQWY WUDGHG LQ WKH |

WUDGLQJ DFWLYLWLHY XVLQJ WKH YDULRXV SULPH EURNHUV
30HDVH DOVR UHIHU WR QRWH DQG

2XU SULPH EURNHUV UHTXLUH WKH *URXS WR SRVW FDVK WR FRY
UHTXLUHPHQWY UHSUHVHQWLQJ D PLQRU SRUWLRQ RI RXU SRUW
YDULDEOH DQG FDOFXODWHG RQ D GDLO\ EDVLVY GHSHQGLQJ RQ
FRPSRVLWLRQ LQ FDVK RU VHFXULWLHY DV VHFXULW\ IRU RXU S
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UHOHYDQW SULPH EURNHU 7KH SRVLWLRQV DUH VXEMHFW WR SOHGWH B QGOARDDIDWIHWYD 6 \/
DUUDQJHPHQWYV

$W XQH oW
&RYHQDQWYV "XQ "HFHPEHU

3XUVXDQW WR WKH PDLQ FRYHQDQWY LQFOXGHG LQ RXU IDFLOLWLHY WKH *URXS LV UHTXLUHG

WR FRPSO\ ZLWK D QHW WUDGLQJ FDSLWDO EDODQFH WKCW HPRF¥PHY Y UPk 4PB DERHWFRE S HRYPWHBQ SD\DEOH
E\ WKH SULPH EURNHU %RWK WKH QHW WUDGLQJ FDSLWD > E®ODWRY DD KD IFXhW QW HOLDELOLWLHYV
YDULDEOH DQG FDOFXODWHG RQ D GDLO\ EDVLV GHSHQG .QJ RQ SRUWIROLR VL]H DQG

FRPSRVLWLRQ 7KH PDLQ FRYHQDQWY SUHVFULEH FHUWDLQ PDpPIHPX P GR YW LR.MIER W R RPFSIHR VDWLRQ SD\DEOH
VLIH YDULDEOH DQG FDOFXODWHG RQ D GDLO\ EDVLV GHSHQBLQY W Q [STOUWERMILR

FRPSRVLWLRQ ,Q DGGLWLRQ IRU RXU $VLDQ RSHUDWLRCV WKH\GYWRUW B XY tMF PRHOWDLQ D

VROYHQF\ UDWLR RI DW OHDVW FDOFXODWHG E\ VKDUHKRG&EWRWHYLEN UG ®HSLBELOLWLHV
FUHGLW OLPLW 7RWDO RWKHU OLDELOLWLHV

7KH PDLQ FRYHQDQWY DOVR UHTXLUH WKH *URXS WR VXS$O0\RXUSULP i EYR BBYEYEX WK ow YDULDEOH FRPSHQVDWLRQ SD\DE
ILQDQFLDO VWDWHPHQWYV DQG RWKHU LQIRUPDWLRQ LQFDOXGLQY &Qﬁ%%%QWLEQS%%@ImL{/WHWHFW Rl WKH YDULDEOH FDVK
DFWLYLWLHV DQG WUDGLQJ FRXQWHUSDUWLHV DQG SHUF'-V¥|5$|9EW5VL92V§'D\/FKV¥| )ﬁLfEFgﬁ%NMCPQIQDUHV DSSUHFLDWLRQ ULJKWYV
UHFRUGV )XUWKHUPRUH WKH\ UHTXLUH XV WR PDLQWDLC D@QWHOHYBR W Py W KRULIDWIROVOEoH FDVK FRPSHQVDWLRO DQG
DQG PHPEHUVKLSV UHTXLUHG LQ RUGHU WR FRQGXFW RXU EXYVLRHEY H@%FL%Dggb%vgg),pQSVWDOPHQWV | WKH *URXS IDFH

DSSOLFDEGH ODZV UXOHV DQG UHJXODWLRQV DQG SODFH UWBWH&EWHPFQ%&QQ WL*\?UQ HPRFPHQWY DUH UHGXFHG RU IRUIHLW
GLVSRVLWLRQ RI RXU DVVHWV RXWVLGH WKH RUGLQDU\ FRXYUMH RInRYY EXVLQHV

2WKHU OLDELOLWLHV KHOG IRU WUDGLQJ (TXLW\

$W  'HFHPEHU 6KDUH FDSLWDO DQG VKDUH SUHPLXP
$00 RUGLQDU\ VKDUHV UDQN HTXDOO\ ZLWK UHJDUG WR WKH &R

$W  -XQH

2WKHU OLDELOLWLHV KHOG IRU WUDGLQJ 7KHUH DUH QR SUHIHUUHG VKDUHKROGHUYV
7RWDO RWKHU OLDELOLWLHV KHOG IRU WUDGLQJ

$W -XQH $W 'HFHPE
3HU SHULRG HQG WKH *URXS KDG RWKHU OLDELOLWLHV KIHHOG IRU WUDGLQJ ZLWK D WRWDO YDOXH
RI Y PLOOLRQ '"HFHPEFRWU PLOOLRQ FRPSULVLQJ RI ORDQ
GHQRPLQDWHG LQ GLJLWDO FXUUHQFLHV RU KHOG ZLWK CLJI7 aB\PX IJ_%y'_I?\I}IHUV

2XWVWDQGLQJ DW SHULRG HQG

2UGLQDU\ VKDUHV
+ROGHUV RI WKH &RPSDQ\fV RUGLQDU\ VKDUHY DUH HQWLWOHG
HOWLWOHG WR RQH YRWH SHU VKDUH DW JHQHUDO PHHWLQJV RI
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2Q 'HFHPEHU WKH &RPSDQ\ LQFUHDVHG WKH LVVXHG DQ®&EDEDLGDXBXWKDHHWHUYH

FDSLWDO IURP Y% WR Y ZLWRK KDUHV ZLWK D 7KH IDLU YDOXH UHVHUYH FRPSULVHV WKH IDLU YDOXH PRYHPHQ
QRPLQDO YDOXH RI ¥ HDFK LQVWHDG RI % HDFK 7K A4 VKDNHXPBISLWADIQFYBEDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQF
ZDV FDUULHG RXW DJDLQVW WKH &RPSDQ\ V VKDUH SUHPLXP DFFRXQW 'XULQJ WKH \HDU

HQGHG 'HFHPEHU WKH DXWKRUL]JHG FDSLWDO RI WKF &RPSDQQ\K@(\HBQEQWEQJHQW OLDELOLWLHYV
IURP % PLOOLRQ WR ¥% PLOOLRQ FRQVLVWLQJ RI PLCOLRQ FRPPRQ VKDUHV RI
ZKLFK VKDUHV DUH LVVXHG &ODLPV

7KH *URXS LV QRW LQYROYHG LQ DQ\ VLIJQLILFDQW DQG PDWHULI

30HDVH UHIHU WR QRWH IRU GHWDLOV RI WKH FKDQJH L) WAQCRY SEPL-VVFRUSRUDWH
KROGLQJ VWUXFWXUH DQG WKH LPSDFW RQ LWV VKDUH FCSLWDO
JLVFDO XQLW\

7UHDVXWKDUHYV 7KH *URXS FRQVWLWXWHV D ILVFDO XQLW\ ZLWK PRVW RI LWV IX
$V DW  -XQH JORZ 7UDGHUV /WG DQG LWV VXEVLGLDU LHYXENEGLDULHV IRU 'XWFK FRUSRUDWH LQFRPH WD[ SXUSRVHV Of
'"HFHPEHU RI RUGLQDU\ VKDUHV WUHDVXU\ VKDUHW %JRHFYX,RDUW RI D ILVFDO XQLW\ IRU 987 SXUSRVHV FRYHULCG

VKDUHV KHOG E\ WKH *URXS DUH QRW FDQFHOOHG DQG DUH UYiRRS 0f P FRE SRR &8 WKH ILVFDO XQLW\ DUH MRLQWO\ DQG
GHGXFWHG IURP HTXLW\ 1R JDLQ RU ORVV LV UHFRJQLJHC L& RIKRED WV IWkRVsku WKk VFDO XQLWA

VDOH LVVXH RU FDQFHOODWLRQ RI WKH *URXSYV RZQ HTY> LW\ LOVWUXPHQWYV $Q\

GLIIHUHQFHV EHWZHHQ WKH FDUU\LQJ DPRXQW DQG WKH I'R QD \GK LW HRW LY HU S INWRNUHGH G W R HPSOR\HHV

UHFRJQL]JHG LQ HTXLW\ 7KH SXUFKDVHV RI WUHDVXU\ VKL UH8/SRDRWK® P QG NHW®IGLQJ HPSOR\HHV KDG WKH SRVVLELOLMW
LQWHQGHG IRU KHGJLQJ RI RXU HPSOR\HH VKDUH SODQ RIOLHPSNORGWH RQARQVWDBSHVEDOQ DQG DUH HOLJLEOH WR D FDVK LQFt}
PDQDJHPHQW SXUSRVHV VKDUH SRVLWLRQ LQ WKH &RPSDQ\ 2QH RI WKH FRQGLWLRQV IRL

WKDW WKH HPSOR\HH QHHGV WR EH HPSOR\HG DW WKH &RPSDQ\
6KDUHDVHG SD\PHQWYV UHVHUYH SD\PHQW RI WKH FDVK LQFHQWLYH 3D\PHQWYVY ZLOO EH PDGH LQ

7KH VKDUH EDVHG SD\PHQWYV UHVHUYH LV XVHG WR UHFRJQLYHWK® JBX5BWKcBY{H g W< \HDU RI WKH SODQ %DVHG RQ ,$6 F
YDOXH RI VKDUHV LVVXHG WR HPSOR\HHV WKH JUDQW GD NHFDYE YORIWQWh YEHARUBRYW EH UHFRJIQL]HG XQWLO WKH HPSOR\H?
VKDUHV JUDQWHG WR HPSOR\HHV EXW QRW \HW YHVWHG [V RFOSIBWHWKR JKHYVLRWH Y KHVH FRVWVYV ZLOO EH UHFRJIQLJHG LQ
GLYLGHQGV IRU WKH XQYHVWHG VKDUHV IRU HPSOR\HHV bW QR ciRo VKU RY hWigieH N3 v -XQH WKH/ZRPEOQLREGIFRIQL]
WR WKH HPSOR\HHV WKH VKDUHV ZLOO EH UHFODVVLILHG UHGKR¥VY VWP WKBY Y B DVKley SODPLOGCKRE

SD\PHQWV UHVHUYH DQG LQFUHDVLQJ WKH VKDUH SUHPLXP DFFRXQW 3OHDVH DOVR UHIHU

WR QRWH $V IURP FHUWDLQ HPSOR\HHV UHFHLYH SDUW RI WKHLU YDULI
VKDUH DSSUHFLDWLRQ ULJKWV 6$5V 7KH 6$5V YHVW LQ HTXDO
&XUUHQF\ WUDQVODWLRQ UHVHUYH SHULRG RI IRXU WR ILYH \HDUV VXEMHFW WR WKH FRQGLWLRQ W

7KH WUDQVODWLRQ UHVHUYH FRPSULVHV DOO IRUHLJQ FxUUHBEPRYHAHBRQENY bIYVLES @RYH 635V DUH FDVK VHWWOHG DQ
WKH WUDQVODWLRQ RI WKH ILODQFLDO VWDWHPHQWYV RI IRUMYVPIVREHOYWR RBOVREHNY RB ARV LQ OLQH ZLWK ,)56  VHH QRWH

LQFOXGHV WKH KHGJH UHVXOWYV
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7KH FRQWLQJHQW OLDELOLW\ I[URP WKHVH SODQV DUH DV IR®ODOBAWPHQWY UHYHUVH VDOH DQG UHSXUFKDVH DJUHHPHQWYV V|
VHFXULWLHY OHQGLQJ DJUHHPHQWY )LQDQFLDO LQVWUXPHQWYV

GHSRVLWYV DUH QRW GLVFORVHG LQ WKLV SDUDJUDSK XQOHVV W

7TRWDO
685V > > VWDWHPHQW RI ILQDQFLDO SRVLWLRQ
655V 2
6$5V 7KH ,6'$ DQG VLPLODU PDVWHU QHWWLQJ DUUDQJHPHQWY GR QR
ZTRWDO RITVHWWLQJ LQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ 7KLYV

ULJKW WR RIIVHW UHFRJQL]JHG DPRXQWV IRU WKH SDUWLHV WR W
HQIRUFHDEOH RQO\ IROORZLQJ DQ HYHQW RI GHIDXOW LQVROYH
*XDUDQWHHV *URXS RU WKH FRXQWHUSDUWLHV RU IROORZLQJ RWKHU SUHGHW
YORZ 7UDGHUV % 9 DQG )ORZ 7UDGHUV 86 +ROGLQJ //& KDYH SURYLGHG VHYHUDO

JXDUDQWHHV IRU WKH REOLJDWLRQV RI JORZ 7TUDGHUV 86 ,QVWDWEWWRROOWKIPGURX /&8 MRLWY FRXQWHUSDUWLHY GR QRW L

H[WHUQDO FRXQWHUSDUWLHV LQ UHODWLRQ WR WUDGLQJ UH®WVRAVWRSVYHPEAVIPWKROYQEWY WEE VHWWOH WKH OLDELOL
JXDUDQWHHV UHTXLUH )ORZ 7UDGHUV % 9 DQG )ORZ 7UDCHUV 86 +ROGLQJ //& WR IXOILO

FODLPV RI JORZ 7UDGHUV 86 ,QVWLWXWLRQDO 7UDGLQJ /7 RRPEH Ak XD X AR Wxivh @ RQUFHS RRBoDbWHUDO PDQDIHPHQW WR LW\
RI LWV REOLJDWLRQV GLUHFWO\ UHODWHG WR WKH WUDG -QJ;UHQPWI RRVEKISY o WKENE oW HBBW 1BV KH IRUP RI FDVK DQG P

DUH LQ HIITHFW IRU SHULRGV UDQJLQJ IURP \HDU WR DQ [Q GHULQUAHL I WiHY PRDYS RE MWKHW UDQVDFWLRQV

VLIQLQJ GDWH RI WKH DJUHHPHQW ZKLFK FDQ EH ZLWKGUDZ@GhWLYD%VHLYI}I_'\QRWLFH

VDOH DQG HSXU KDVH D%G UHYHUVH VDOH DQG UHSXUFKDVF
JORZ 7TUDGHUV % 9 SURYLGHG JXDUDQWHHV IRU WKH REO .JD

3WH /WG 6LQJDSRUH IRUD \HDU SHULRG IRU WZR SULPH

lv'ﬁ?%Lﬁ'V\)E) 5H g Y ERUURZLQJ

URNHUV LQ UHOD LR

WUDGLQJ UHODWLRQVKLSYV 7KH *URXS UHFHLYHV DQG JUDQWY FROODWHUDO LQ WKH IRUP RI
VHFXULWLHVY DV VHW RXW LQ QRWHYV DQG LQ UHVSHFW RI GH
6LIJQLILFDQW UHVWULFWLRQV VZDSV 6XFK FROODWHUDO LV VXEMHFW WR VWDQGDUG LQGXVW

7KH *URXS GRHV QRW KDYH VLJQLILFDQW UHVWULFWLRQV RQDSWVRSULPAWH W D BH&YHEBE WK EHRUW $QQH[ 7KLV PHDQV WK
DVVHWY DQG VHWWOH LWV OLDELOLWLHVY RWKHU WKDQ W (RVWH b %idGy 60 Q Wik P HF RROHPWWHYRO\FDQ EH SOHGJHG RU VROG
IUDPHZRUNV ZLWKLQ ZKLFK LWV VXEVLGLDULHYV RSHUDWH 3&HPVH DEVWHR U REWWHKRY ELWREH UHWXUQHG RQ PDWXULW\ RI WK
ODQDJHPHQW VHFWLRQ RI WKLV UHSRUW IRU PRUH LQIRUFDWAL®RWR JLYH HDFK SDUW\ WKH ULJKW WR WHUPLQDWH WKH UHODW!
FRXQWHUSDUW\YV IDLOXUH WR SRVW FROODWHUDO

2IVHWWLQJ ILODQFLDO DVVHWY DQG ILQDQFLDO OLDELOLWLHYV

7KH GLVFORVXUHV VHW RXW LQ WKLV SDUDJUDSK LQFOXGAH ILQDQFLDO DVVHWY DQG ILQDQFLDO
OLDELOLWLHV WKDW

@DUH RITVHW LQ WKH *URXSTV VWDWHPHQW RI ILQDQFLDO SRVLWLRQ RU

@DUH VXEMHFW WR DQ HQIRUFHDEOH PDVWHU QHWWLQJ J)UUDQJHPHQW RU VLPLODU
DJUHHPHQW WKDW FRYHUV VLPLODU ILQDQFLDO LQVWUI(PHQWYVY LUUHVSHFWLYH RI ZKHWKHU
WKH\ DUH RIITVHW LQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ

7KH VLPLODU DJUHHPHQWY LQFOXGH GHULYDWLYH FOHDU .QJ DJUHHPHQWY JOREDO PDVWHU
UHSXUFKDVH DJUHHPHQWY DQG JOREDO PDVWHU VHFXUL'WLHVY OHQGLQJ DJUHHPHQWYV
6LPLODU ILQDQFLDO LQVWUXPHQWY LQFOXGH GHULYDWLYAV VDOHV DQG UHSXUFKDVH
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2IIVHWWLQJ

7KH *URXS KDV YDULRXV QHWWLQJ DJUHHPHQWY LQ SODFH ZLWK FRXQWHUSDUWLHV WR

PDQDJH WKH DVVRFLDWHG FUHGLW ULVNV 6XFK DUUDQJHPHQWY SULPDULO\ LQFOXGH
VHFXULWLHYVY ERUURZLQJ DQG OHQGLQJ DUUDQJHPHQWY DQG RYHU WKH FRXQWHU DQG
H[FKDQJH WUDGHG GHULYDWLYHVY 7KHVH QHWWLQJ DJUHHPHQWY DQG VLPLODU

DUUDQJHPHQWY JHQHUDOO\ HQDEOH WKH FRXQWHUSDUWLHVY WR VHW RIl OLDELOLWLHY DJDLQVW
DYDLODEOH DVVHWVY UHFHLYHG LQ WKH RUGLQDU\ FRXUVH RI EXVLQHVY DQG RU LQ WKH HYHQW
RI WKH FRXQWHUSDUW\{V GHIDXOW 7KH RIITVHWWLQJ ULJKW LV D OHJDO ULJKW WR VHWWOH RU
RWKHUZLVH HOLPLQDWH DOO RU D SRUWLRQ RI DQ DPRXQW GXH E\ DSSO\LQJ DQ DPRXQW
UHFHLYDEOH IURP WKH VDPH FRXQWHUSDUW\ DJDLQVW LW WKXV UHGXFLQJ FUHGLW

H[SRVXUH +RZHYHU WKH RIIVHWWLQJ FULWHULD LQ ,)56 DUH QRW PHW LQ DOO FDVHV

21 IVHWWLQJ WDEOH

$W  -XQH
blzb\/gWIV?( S&/WHQWLDO QRW UH?}\;QVEgVI\:Ii]VH—NgF\QNV\I/? OD[LPXP
21 ITVHWWLQJ UHFRJQL]JHG RQ WKH EDO H Jl]]_2 H[SRVXUH WR
Fb WKH EDODQFH VKHHMAWWLQJ ULVN

DUUDQJHPHQWYV

SRVLWLRQV

FURVV DVVHWNVHWWLQ ZlgEVRSSX]LHWGLEgV ITHWWLQJ FSRRQV\|/_IYVGLHRUQDVW[I)_|E;NQ'—$§’D\£II;VI\\/IItiistWQRR\{\J/HFRJQL]HG - RQ$\}\IiV(:|HUUDWLRQ
OLDELOLWLIHRVV OLDEL QLWL b wHpPHQW RIRWHOQWLDO QHWWLQJ QHwwLogy WKH VWDWHPHQW Ry, \wwigy
EHIRUH RIIVHW,$6 ILQDQFLDO
ILQDQFLDO SRVLWLRQ SRWHQWLDO DUUDQIHPHQWYV 0/ Y " SRWHQWLDO
JLQDQFLDO DVVHWYV
/IRQJ SRVLWLRQV FDVK PDUNHW
SURGXFWYV DQG DPRXQWYV
UHFHLYDEOH IURP FOHDULQJ DJHQW
2WKHU DVVHWYV KHOG IRU WUDGLQJ
7RWDO ILQDQFLDO DVVHWYV
JLQDQFLDO OLDELOLWLHV
6KRUW SRVLWLRQV FDVK PDUNHW
SURGXFWV DPRXQWV SD\DEOH WR
FOHDULQJ DIJHQWYV DQG ERUURZLQJV 2 2
2WKHU OLDELOLWLHY KHOG IRU WUDGLQJ
7RWDO ILQDQFLDO OLDELOLWLHV 2
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21 IVHWWLQJ WDEOH FRQW G

$W 'HFHPEHU

$VVHWV QRW

21IVHWWLQY UHFRIQLING RQ Wik 00 BEN WALGRYHOWLDO QRW UNERBRLRE W HISRVXUH W
DUUDQJHPHQWYV ULV
W SRVLWLRQV SRVLWLRQV DIWBBVLWLRQV RW3RVLWLRQV $IWHU
*USIY[;/ETZ\:\TV?LLVR\;VHVWgVLLDQEJLZE:Q/ER QL]JHG Rg IHWWLQJ FRQVLGHUQDWLRQ PVIXEMHFSV WQRWLIJ(:F\?\‘/]VQDI;/\]/:EHLg QRVLGHUDWLRQ
EHIRUM RIIVHW.S6 DWHPHQW R3IRWHQWLDO QHWWLQJ QHWWLQJ LODOFLDO évavaQJ
ILQDQFLDO SRVLWLRQ SRWHQWLDO DUUDQJHPHQWYV SRVLWLRQ SRWHQWLDO
JLQDQFLDO DVVHWYV
/IRQJ SRVLWLRQV FDVK PDUNHW
SURGXFWYV DQG DPRXQWYV
UHFHLYDEOH IURP FOHDULQJ DJHQW
2WKHU DVVHWY KHOG IRU WUDGLQJ
7TRWDO ILQDQFLDO DVVHWYV
JLQDQFLDO OLDELOLWLHV
6KRUW SRVLWLRQV FDVK PDUNHW
SURGXFWY DPRXQWY SD\DEOH WR
FOHDULQJ DJHQWYV DQG ERUURZLQJV 2 2
2WKHU OLDELOLWLHY KHOG IRU WUDGLQJ
7TRWDO ILQDQFLDO OLDELOLWLHV 2
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SHODWHG SDUWLHYV *URXS FRPSDQLHV

*HQHUDO 68%6,",$5,(6
7KH H[HFXWLYH DQG QRQ H[HFXWLYH GLUHFWRUV Rl WKH 'URXS DUH FRQVLGHUHG WKH &RXQWU\ R2ZZQHUVKLS LQWHUHVW
SHUVRQV UHVSRQVLEOH IRU PDQDJLQJ FRQWUROOLQJ DQG VXSHUYLVLQJ WKH *URXS LQFRUSRUDWLRQ
sw  -xqp W

JORZ 7UDGHUV )RXQGDWLRQ HFHPEHU
$V VRPH RI )ORZ 7UDGHUVY ERDUG PHPEHUV VLW RQ WKH ZRDUG RI WKH )ORZ 7UDGHUYV
JRXQGDWLRQ 3)RXQGDWLRQ" WKH IRXQGDWLRQ LV FRQV .GHWHRZ 3 WHODDUWHE $DUW\ IHWKHUODQGYV

JORZ 7TUDGHUV 7THFKQRORJLHIMHWKHUODQGYV
,Q JORZ 7TUDGHUV HVWDEOLVKHG WKH )ORZ 7UDGHUV )IXQGDW&RBLWDOKHUL W\ RU IHWKHUODQGYV

JRXQGDWLRQ 36WLFKWLQJ" WR EHWWHU VWUXFWXUH LW\ KL\VORR ULWEDSGILD/I H® HIOWWY PG Q WWIHMIBW RO D Q G V
RWKHUV LQ VRFLHW\ ZKR QHHG ILQDQFLDO KHOS 'XULQJ )Q®RRZ/UDBGKHYV+RDGISKIWV/AEQ 86%

SODFH WKH IXQGLQJ WR PDNH VXUH WKDW D VLIQLILFDQW ILQORE l7D® EBY V8 KD - EBIEQQQBES VR

WKDW WKH )RXQGDWLRQ KDV WKH ILQDQFLDO PHDQV WR P DNHoRRW REEON PR D AXPO EXWggs

DOVR D VWUXFWXUDO LPSDFW DQG PHHWYV LWV SXUSRVH JORZ 7UDGHUV 8 6 ,QVWLWXWLRQDO 7UDGLQJ

/& 86%
'XULQJ WKH SHULRG HQGHG -XQH JORZ 7TUDGHUV FRQWU}&%W%@D%WMM%%W RAIGLQJDSRUH
Ya PLOOLRQ Ya PLOOLRQ UHODWHG WR WKH PXOW'\H?gR%L;GWG\MB\P§I§ !',IQ,}-[\}IQJ /WERQJ .RQJ

FKDULWLHVY WKH )RXQGDWLRQ VXSSRUWY DV WKH PDLQ VI<LU\£|/ \é%R7 VRUI:BgD ' Flﬁ
+ R . HYR HR
SURIHVVLRQDO IRRWEDOO FOXE )RU Ya PLOOLRQ RI WK © Y BEIS' H 6 QJ 6HY (E\?VHGQWG

UHPXQHUDWLRQ SRRO IRU HPSOR\HHV ZDV UHVHUYHG IRU GRRYM™RVLRAODIGHUYV 8. 6HUYLFHV }Sﬁ

v,  PLOOLRQ QJGRP

LWH
JORZ 7TUDGHUV /RQGRQ /WG 8Q G

.LQJGRP
,Q DGGLWLRQ DV SDUW RI GRQDWLRQ DJUHHPHQWY EHWZA4AHQ VRPH RI WKH ER Q

DUG
PHPEHUV ZLWK WKH JRXQGDWLRQ WKH JRXQGDWLRQ LV R :0UDWHEREHLY AVGKRRBRILHBREDQLD
GRQDWLRQV UHFHLYHG IURP WKHVH PHPEHUV LQWR VKDUNHV RY BAKAYURGKYY Q@ YHVWRHQWVHLLPHWHG
JRXQGDWLRQ UHFHLYHG D GRQDWLRQ RI % PLOOLRQ IURP FHAOREDIYWPHREY S PHpEHUY  /X[HPERXUJ
ZKLFK LW XVHG WR SXUFKDVH VKDUHV LQ )ORZ 7UDGHUV)7WE BH&DLQVW D VKDUH 86%
SULFH RI %

$VVRFLDWHYV
7KH *URXS KDV HOQOWHUHG LQWR WUDQVDFWLRQV ZLWK DVVVRFLDWHV UHIHUHQFH LV PDGH WR
QRWH
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2ZWKHU EUDQFKHYV $XWKRUL]DWLRQ RI FRQGHQVHG FRQVROLGDWHG |

7KH *URXS KDV WKH IROORZLQJ EUDQFKHYV VWDWHPHQWV
% UDQFK &RXQWU\ 7UDGLQJ 1DPH $PVWHUGDRXO\
/IRQGRQ 8QLWHG .LQJ®REZ 7UDGHUV % 9 /RQGRQ %UDQFK
3DULV JUDQFH JORZ 7UDGHUV % 9 3DULV %UDQJFK[HFXWLYH 'LUHFWRUV 1RQ ([HFXWLYH 'LUHFWRUV
oLobQ WD O\ JORZ TUDGHUV % 9 0LODQ %UDQFK@DOLNH .XHKQHO &KLHI ([HFXWLYR5XIGRRHUHUVFKD &KDLUPDQ
6KDQJKDL &KLQD YORZ 7UDGHUV +RQJ .RQJ /WG GKD@KRDOLNHUW ROLQI &KLHI 7UD S @902 1 KBRU. X LMN
- (o5 .
)ORZ 7UDGHUV $VLD 3WH /WG .RU Q QY PR

.RUHD .RUHD %UDQFK @'HOILQ 5HXGD

@3DX0 +LOJHUV
&DSLWDO PDQDJHPHQW @/LQGD +RYLXV
5HIJXODWRU\ FDSLWDO UHTXLUHPHQWYV @.puHQ $ )UDQN

$V D UHVXOW Rl WKH FRUSRUDWH UHVWUXFWXULQJ SHU -DQXDU\ WKH *URXS LV QRW
VXEMHFW WR FRQVROLGDWHG FDSLWDO UHTXLUHPHQWY XQGHU WKH (8 'LUHFWLYH ,QYHVWPHQW
JLUP 5HJXODWLRQ ,)5 DQG ,QYHVWPHQW )LUP 'LUHFWLYH ,)' 5HJXODWHG )ORZ

7UDGHUV VXEVLGLDULHV GR FRPSO\ ZLWK WKH ORFDO FDSLWDO UHTXLUHPHQW UHJXODWLRQV DV
PRQLWRUHG E\ WKHLU UHVSHFWLYH 1DWLRQDO &RPSHWHCF\ $XWKRULW\ 1&$

7KH %RDUG PRQLWRUV WKH UHWXUQ RQ FDSLWDO DV ZHOD DV WKH OHYHO RI GLYLGHQGV WR
VKDUHKROGHUV ZKLOH FRPSO\LQJ ZLWK SULPH EURNHU DOG UHJXODWRU\ FDSLWDO
UHTXLUHPHQWY 7KH DYDLODEOH FDSLWDO LQ WKH WUDGI QJ FRPSDQLHV LV PRQLWRUHG RQ D
GDLO\ EDVLV WR HQVXUH WKDW UHTXLUHPHQWY DUH PHW DW DOO WLPHV DQG VXIILFLHQW
FDSLWDO LV DYDLODEOH WR VXSSRUW WKH *URXSTV VWULWHJ\ 7UDGLQJ FDSLWDO DV DW
-XQH ZDV Y PLOOLRQ -XQH Y, PLOOLRQ

30HDVH UHIHU WR QRWH IRU IXUWKHU GHWDLOV RI WKH =KDQJH LQ RXU FRUSRUDWH KROGLQJ
VWUXFWXUH DQG WKH LPSDFW RQ FDSLWDO PDQDJHPHQW

6XEVHTXHQW HYHQWYV
1R PDWHULDO VXEVHTXHQW HYHQWY KDYH RFFXUUHG VLQ -H - X0\ WKDW UHTXLUH
UHFRIJQLWLRQ RU GLVFORVXUH LQ WKLV \HDUYfV FRQGHQ\HG FRQVROLGDWHG LQWHULP ILQDQFLDO
VWDWHPHQWYV
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,QGHSHQGHQW DXGLWRUYTV UHSRUW

2XU FRQFOXVLRQ 'XWFK 6WDQGDUG LV D OLPLWHG DV\2XWDQWWSRQVLELOLWLHY IRU WKH UHYLHZ RI \
HOJRJHRHAW 2XU UHVSRQVLELOLWLHV KRGWROWEDWHG LQWHULP ILQDQFLDO LQIRUPI

‘H KDYH UHYLHZHG WKH DFFRPSDQ\LQJ 5%%(—?%(%%/){1%{%[)5’_‘ IXUWKHU GHVFULEHG LQ WKH 2XU
L

FRQVROLGDWHG LQWHULP ILQDQFLDO LQIRD WO R

H L IRU WKH UHYLHZ RI
7UDGHUV /WG EDVHG LQ $PVWHUGDP ZL KQb U u o WK i) r RQENAMEH © LW\ LV WR SODQ DQG SHUIR
%U U

oWV IIWrHY QDQ > UV K R R R

Ke'L LP ILQDQFLDO L P Vi R |

%HUPXGD IRU WKH SHULRG IURP -DQXD s QIR BPEYGHRIRUVIW KW IWRBORBIRZV XV WR REWDLQ V
"X QH HSRUW DSSURSULDWH DVVXUDQFH HYLGHQFH IRU RXL

L HSHQGHQW RI )ORZ 7TUDGHUV7(MGOHYHO RI DVVXUDQFH REWDLQHG LQ D UH

BRIEW & WK WKH 9HURUGHQLQJ LRJBNIHEHQW LV VXEVWDQWLDOO\ OHVV WKDQ

1K <§ SILIMNK%LG Y§Q DFFRXQWD QWY \FXYDREUXREWHHQHG LQ DQ DXGLW FRQGXF)
%#ngo%fg &R ri (WKLFV IRU BPRRIOEVIFFROPOL WK WKH 'XWFK 6WDQGDUGV RC

X D UHJXODWLRQ ZLWK UHMFHRIMW VORI O\ ZH GR QRW H[SUHVV DQ DXGLW
%I& GHQFH DQG RWKHU UHOHYDQW LQGHSHQGHQFH
0

g@&%HEHRﬁV FQ WKH ITHWKHUODQGV )AL WKHY RRYHEEY P EBRIHVVLRQDO MXGIHPHC

Wk wkH 9HURUGHQLQY JHCHDIY\WwBROHG SURIHVVLRQDO VNHSWLFLVP WK
RHSVUHJHOV DFFRXQWDQWYV 9%*%$ | K\Whk, &R

%DVHG RQ RXU UHYLHZ QRWKLQJ KDV FBE
DWWHQWLRQ WKDW FDXVHV XV WR EHOLH\;|
FRQGHQVHG FRQVROLGDWHG LQWHULP I'!2

WR  -XQH LV QRW SUHSDUHG L%
PDWHULDO UHVSHFWV LQ DFFRUGDQFH
3, QWHULP )LQDQFLDO 5HSRUWLQJ DV D
(XURSHDQ 8QLRQ

f G BRFRUGDQFH ZLWK 'XWFK 6WDQGE

L
7KH FRQGHQVHG LQWHULP ILQDQFLDO LQIRUPDWLRQ

FRPSULVHV 2XU UHYLHZ LQFOXGHG DPRQJ RWKHUV
‘H OLHYH WKH DVVXUDQFH HYLGHQFH ZH KDYH

EH

REWDLQHG LV VXIILFLHQW DQG DSSURS 3

@7KH FROGHOVHG FRQVROLGDWHG VWO R G Q Q @B WEHDWR G RXUGHIBHUVWDQGLQJ Rl WKH HQ
L U RXU FRQFOXVLRQ HQYLURQPHQW LQFOXGLQJ LWV LQWHUQDO

ILQDQFLDO SRVLWLRQ DV DW  -XQH
@7KH IROORZLQJI FRQGHQVHG FRQVROLGD\%HRG VQNEDLV(\)/E\TV}ES\W\F/U WKH ERDUG IRU Wgﬁgmzzz%l_\;gasg\?v|_||L\QDDUQHFLI>_\?CiQU|\—/|vSKRHU|\:NRL§GJ|-|IE
IRU WKH SHULRG IURP -DQXDU\ =X
SURILW RU ORVV DOG RWKHU FrPERRYRBLEFOWHG LQWHULP ILQDQFLDO LQIFFRRDMRIORGDWHG LQWHULP ILQDQFLDO LQIRL
LOFRPH FKDQJHV LQO HTXLW\ DOG FDVK IORZV PDWHULDO PLVVWDWHPHQWY DUH OLNHO\ W
@7KH QRWHV FRPSULVLQJ RI D vXPpPDUV K WARPUG LV UHVSRQVLEOH IRU WKH SUHYBYBEWILRGWRY GHVLIQLQJ DQG SHUIRUPI
VLJQLILFDQW DFFRXQWLQJ SROLFLHV HHYHRAWRMLRE R WKH FRQGHQVHG FRQVIRORGDWHE A QWRURWKHU UHYLHZ SURFHGXI
H[SODQDWRU\ LQIRUPDWLRQ ILODQFLDO LQIRUPDWLRQ LQ DFFRUGDQFHDBAGWWH Ve WKRVH DUHDV DQG REWDLQLQJ D
3, QWHULP )LQDQFLDO 5HSRUWLQJ DV DGRIEWHEAHQ@FMW MKDW LV VXIILFLHQW DQG DSSUF
(XURSHDQ 8QLRQ )XUWKHUPRUH WKH %RBUKRYLVGH D EDVLV IRU RXU FRQFOXVLRQ
%DVLV IRU RXU FRQFOXVLRQ UHVSRQVLEOH IRU VXFK LQWHUQDO FRQ®UZRY DLMQLWIGHIVKHQBHYNWDQGLQJI RI LQWHUC
LV QHFHVVDU\ WR HQDEOH WKH SUHSDUDWMRQHIDVWHY WR WKH SUHSDUDWLRQ RI LQYV
‘H FRQGXFWHG RXU UHYLHZ LQ DFFRUGDI®K}EGHOWK GXMRFRAKVROLGDWHG LQWHULP ILQUDIRRUPOWQRRUPDWLRQ
ODZ LQFOXGLQJ WKH 'XWFK 6WDQGDUGWKDW+HWIUHH IURP PDWHULDO PLVVWDVRHPHQW JZKHWKKHUHY Rl PDQDJHPHQW DQG RW

<L

EHRRUGHOHQ YDQ WXVVHQWLMGVH ILQ DS sPr! 1D RE RUWHHU R U ZLWKLQ WKH HQWLW\

GRRU GH DFFRXQWDQW YDQ GH HQWLWHLW" S5HYLHZ RI @$SSO\LQJ DQDO\WLFDO SURFHGXUHV ZLWK L
LOQWHULP ILQDQFLDO LQIRUPDWLRQ SHUIRUPHG E\ WKH LQIRUPDWLRQ LQFOXGHG LQ WKH FRQGHQVHI
LQGHSHQGHQW DXGLWRU RI WKH HQWLW\ $ UHYLHZ RI FRQVROLGDWHG LQWHULP ILQDQFLDO LQIRL

LOQWHULP ILQDQFLDO LQIRUPDWLRQ LQ DFFRUGDQFH ZLWK WKH
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@2EWDLQLQJ DVVXUDQFH HYLGHQFH WKDW WKH FRQGHQVHG
FRQVROLGDWHG LQWHULP ILQDQFLDO LQIRUPDWLRQ DJUHHYV
ZLWK RU UHFRQFLOHV WR WKH HQWLW\TV XQGHUO\LQJ
DFFRXQWLQJ UHFRUGYV

@(YDOXDWLQJ WKH DVVXUDQFH HYLGHQFH REWDLQHG

@&RQVLGHULQJ ZKHWKHU WKHUH KDYH EHHQ DQ\

FKDQJHV LQ DFFRXQWLQJ SULQFLSOHV RU LQ WKH

PHWKRGV RI DSSO\LQJ WKHP DQG ZKHWKHU DQ\ QHZ
WUDQVDFWLRQV KDYH QHFHVVLWDWHG WKH DSSOLFDWLRQ RI
D QHZ DFFRXQWLQJ SULQFLSOH

@&RQVLGHULQJ ZKHWKHU WKH %RDUG KDV LGHQWLILHG DOO
HYHQWYV WKDW PD\ UHTXLUH DGMXVWPHQW WR RU
GLVFORVXUH LQ WKH FRQGHQVHG FRQVROLGDWHG LQWHULP
ILQDQFLDO LQIRUPDWLRQ

@&RQVLGHULQJ ZKHWKHU WKH FRQGHQVHG FRQVROLGDWHG
LQWHULP ILQDQFLDO LQIRUPDWLRQ KDV EHHQ SUHSDUHG
LQ DFFRUGDQFH ZLWK WKH DSSOLFDEOH ILQDQFLDO
UHSRUWLQJ IUDPHZRUN DQG UHSUHVHQWY WKH
XQGHUO\LQJ WUDQVDFWLRQV IUHH IURP PDWHULDO
PLVVWDWHPHQW

$PVWHUGDP -X 0\
(UQVW <RXQJ $FFRXQWDQWYV //3

$ 6QDDN
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7KLV GRFXPHQW FRQWDLQV *IRUZDUG ORRNLQJ VWDWHPHQWYV  ZKLFK UHODWH WR ZLWKRXWKQUPEWEXNPLROW RRGVEOD®W  IREMBBUWLYRNNLQJ VWDWHPHQWY  ZKLFK UHODWH WR ZLV
VWUDWHJILHV IXWXUH RSHUDWLRQDO SHUIRUPDQFH DQG DQWLFLSDWHG GHYHORSPHQWYV L@ WUGHVHQGKWY WIK\WIXQ HZ KRLFHKU B W IRREGOUD WHUIRUPDQFH DQG DQWLFLSDWHG GHYHORSPHQ
7KHVH IRUZDUG ORRNLQJ VWDWHPHQWYV DUH FKDUDFWHUL]JHG E\ ZRUGV VXFK DV *DQWLFLSDWAHKHVHVIWURDWE 0 RRMQ QH WA/ DW RMHEMEY DUH FKDUDFWHUL]JHG E\ ZRUGV VXFK DV 3DQWLF
3SODQ° 3SUHGLFW’ 3PD\" 3ZLOO  3ZRXOG  3VKRXOG  3*FRQWLQXH  3H[SHFW  DQG VLPLOGSUDHISUFBYHREW EXMO\WKHMIDO  2ZRXOG' 3VKRXOG  3*FRQWLQXH  3H[SHFW  DQG

H[SUHVVLRQV DUH QRW WKH H[FOXVLYH PHDQV RI LGHQWLI\LQJ VXFK VWDWHPHQWYV 6XFK IRUIDUIBVE RRY ¥ QIUUWDPRN RHQWIN[EQXRIOMH PHDQV RI LGHQWLI\LQJ VXFK VWDWHPHQWYV 6X|
NQRZQ DQG XQNQRZQ ULVNV XQFHUWDLQWLHYV DQG RWKHU LPSRUWDQW IDFWRUV WKDW FRX®® FDX W) & LIUF NG K WO QRN R UX B X H UDFMXOPLHY DQG RWKHU LPSRUWDQW IDFWRUV WKDW
UHVXOWV SHUIRUPDQFH RU DFKLHYHPHQWV WR EH PDWHULDOO\ GLIIHUHQW IURP DQ\ IXMAXUHW FLUFKPNRWPQBRM RIHVXOMWWUYHPHQWY WR EH PDWHULDOO\ GLIIHUHQW IURP

SHUIRUPDQFH RU DFKLHYHPHQWYV H[SUHVVHG RU LPSOLHG E\ VXFK VWDWHPHQWYV 6XFK IDFW RWHW ILRQUFIDEHH R B RIFK RMMHAH BWVOHM UHVVHG RU LPSOLHG E\ VXFK VWDWHPHQWY 6XFK

UHGXFHG OHYHOV RI RYHUDOO WUDGLQJ YROXPH DQG ORZHU PDUJLQV GHSHQGHQFH XSRQ SUHRK EH®R MOHYH O R L RWHUDO OVWBBEEQROJ YROXPH DQG ORZHU PDUJLQV GHSHQGHQFH XS
FRXQWHUSDUWLHV &&3V DQG FXVWRGLDQV ORVLQJ DFFHVV WR DQ LPSRUWDQW H[FKDQJH RURRYWHU IDHWINGHYI ¥ K QX H QRF EXV WIRGEHQV ORVLQJ DFFHVV WR DQ LPSRUWDQW H[FKD(
RI D VIVWHPLF PDUNHW HYHQW LQFXUUHQFH RI WUDGLQJ ORVVHV IDLOXUHV RU GLVUXSWLRQ B&IVRXW HW UP GIDUIN A XDMMROW RUQRXUURYFH RI WUDGLQJ ORVVHV IDLOXUHV RU GLVU)
WKLUG SDUW\ WHFKQLFDO LQIUDVWUXFWXUH ULVNV DVVRFLDWHG ZLWK RSHUDWLRQDO HQHAHGWID RW\RWH FEXOVIEQDY VY QP@BY WWPRRALRUH ULVNYVY DVVRFLDWHG ZLWK RSHUDWLRQL
JHQHUDOO\ LQHIIHFWLYH ULVN PDQDJHPHQW V\VWHPV SURFHVVHV DQG VWUDWHJILHV LQWHRYHUDRFPES\HW DW LIRI@ W.QY R XWL EX VALIXIYMI PHQW V\VWHPV SURFHVVHV DQG VWUDWHJILHV
GHSHQGHQFH RQ FRQWLQXHG DFFHVV WR VRXUFHV RI OLTXLGLW\ FDSDFLW\ FRQVWUDLQWVGRS$HGRE®SIWH IRO® FR FRPGXREFDMWLHRQN WR VRXUFHV RI OLTXLGLW\ FDSDFLW\ FRQVWUD
VI\VWHPV GHSHQGHQFH RQ WKLUG SDUW\ VRIWZDUH LQIUDVWUXFWXUH RU DYDLODELOLW\ RI VHUWHPLQ & R BWMOBHD MMV RG!I RWK LOBP ®B Y WARVRIWZDUH LQIUDVWUXFWXUH RU DYDLODELOL\
RXU UHSXWDWLRQ DQG WKH UHSXWDWLRQ RI RXU LQGXVWU\ ORVV RI NH\ VWDIlI RU IDLOXURXWY RJ D SWMDFMNR @ @R & HWKDH- @ FRIKMHIUW K REIK®Y RXU LQGXVWU\ ORVV RI NH\ VWDII RU ID
VNLOOHG SURIHVVLRQDOV FKDQJHV WR DSSOLFDEOH UHJXODWRU\ UHTXLUHPHQWY FRPSONDQGEHGZEWKIHBOBRFOEPH FRDOYVHPQWR DSSOLFDEOH UHJXODWRU\ UHTXLUHPHQWYV

UHJXODWRU\ UHTXLUHPHQWY LQFOXGLQJ WKRVH VSHFLILF WR RXU LQGXVWU\ HQKDQFHG PHGHDXDPG R YV XOWRWN DHVOMHQWORQ XIEL® L WKRVH VSHFLILF WR RXU LQGXVWU\ HQKDQFH
LPSDFW XSRQ SXEOLF SHUFHSWLRQ RI XV RU RI FRPSDQLHV LQ RXU LQGXVWU\ DQG RWKHUDHWNYSRIKHXRUZPUSHORRIWQRQ RI XV RU RI FRPSDQLHV LQ RXU LQGXVWU\ DQG
VWDWHPHQWYV FRQWDLQHG LQ WKLV GRFXPHQW DUH EDVHG RQ DVVXPSWLRQV EHOLHIV DQG W\SIHF WEOMORQ E RGP @ H X DY HWRRGHGREXPHQW DUH EDVHG RQ DVVXPSWLRQV EHOLHIV
OLJKW RI RXU H[SHULHQFH LQ WKH LQGXVWU\ DV ZHOO DV RXU SHUFHSWLRQV RI KLVWRULFDO®LWUMH KRG R XHX H [BHUW HRFHG L &/ WRKHY L8 ESHAWMHG DV ZHOO DV RXU SHUFHSWLRQV RI KLVWF
IXWXUH GHYHORSPHQWYV DQG RWKHU IDFWRUV ZH EHOLHYH DUH DSSURSULDWH XQGHU WKH FXWKXRVEYPRQRHERSBRAVWRXIBGZ RVEKPUHBEWRUY ZH EHOLHYH DUH DSSURSULDWH XQGHU
WKDW WKH H[SHFWDWLRQV UHIOHFWHG LQ VXFK IRUZDUG ORRNLQJ VWDWHPHQWYV DUH UH DV R\QMED v RMW MY EHY¥ WOLRHR QW F B IR DY VLOQUUXFK IRUZDUG ORRNLQJ VWDWHPHQWY DUH L
\RX WKDW VXFK H[SHFWDWLRQV ZLOO SURYH WR EH FRUUHFW *LYHQ WKH ULVNV DQG XQFHRW DU RMW HVX DK VR EHFWIH®/ IZROAK AROBDYGRYH WR EH FRUUHFW *LYHQ WKH ULVNV DQG
ORRNLQJ VWDWHPHQWY \RX DUH FDXWLRQHG QRW WR SODFH XQGXH UHOLDQFH RQ VXFK IRRERUGIORRDNWRP VOWDW HRKQ BYH GORNVLRQHG QRW WR SODFH XQGXH UHOLDQFH RQ V
IRUZDUG ORRNLQJ VWDWHPHQWY VSHDN RQO\ DV RI WKH GDWH RQ ZKLFK WKH\ DUH PDGH $FARUZDbQ&00 RRWKHY VWKDWQHPWHQWUXLEIHIEN RQO\ DV RI WKH GDWH RQ ZKLFK WKH\ DUH PDGI
E\ DSSOLFDEOH ODZ RU WKH UXOHV RI WKH VWRFN H[FKDQJH RQ ZKLFK RXU VHFXULWLHV DU#\ ®S\EWH 6D ZBHGRDI RMU XRGH UWONY RRWKH VWRFN H[FKDQJH RQ ZKLFK RXU VHFXULWLF
REOLJDWLRQ WR XSGDWH RU UHYLVH DQ\ RI WKHP ZKHWKHU DV D UHVXOW RI QHZ LQIRUPDW LFREO L XDVAXIURHQ HW R QX 6 [RW HR RAK IBZ LW BQV RI WKHP ZKHWKHU DV D UHVXOW RI QHZ LQIRU
IRUZDUG ORRNLQJ VWDWHPHQWY VKRXOG QRW EH UHJDUGHG DV D UHSUHVHQWDWLRQ RU ZD UIRUQWU E\ XRWRRIU QIQV R MK H P HSHWW R RL@K QRW EH UHJDUGHG DV D UHSUHVHQWDWLRQ R
UHVSHFW WR WKH DFKLHYHPHQW RI WKH UHVXOWV VHW RXW LQ VXFK VWDWHPHQWYV RU WKDW HWKH{ PX\Q GAHRU QA @ ID P K VX P 8 WH @ W VRX WWHGH ZUIPWOXOWYV VHW RXW LQ VXFK VWDWHPHQWYV RU
LQ IDFW EH WKH FDVH ,I DQ\ RI WKHVH ULVNV DQG XQFHUWDLQWLHYV PDWHULDOL]JH RU LI RQ\IBFW XdH XQIGH FEOWIRJ, DB\OX PIWWRAVH ULVNV DQG XQFHUWDLQWLHV PDWHULDOL]H R
SURYH WR EH LQFRUUHFW RXU DFWXDO UHVXOWV RI RSHUDWLRQV RU ILQDQFLDO FRQGLWLRRY I RMR GE 16 LI HWKR PRI LR RO \ DIFVRPD WY KPWW X OWV RI RSHUDWLRQV RU ILQDQFLDO FR
GHVFULEHG KHUHLQ DV DQWLFLSDWHG EHOLHYHG HVWLPDWHG RU H[SHFWHG 6WDWHPHQW\GHVPDUGHQ IKWKHLBDYWHWWILEEGENWHE DEBOLHYHG HVWLPDWHG RU H[SHFWHG 6WDWHP
WUHQGV LQFOXGLQJ WKH ); PDUNHW DQG GHYHORSPHQW LQ (73 $VVHWV XQGHU 0DQDJHPHQW WU RQHW WRIFQ YOIUNHWNKH (7;3PORMHW DQG GHYHORSPHQW LQ (73 $VVHWV XQGHU 0DQDJ}t
WUDGHG LQ FHUWDLQ PDUNHWV DQG )ORZ 7UDGHUVY FRPSHWLWLYH SRVLWLRQ DUH EDVHG RQWRMW WICG HQGEHUIWVDRG NVBYNHMWYW DQG )ORZ 7UDGHUVY FRPSHWLWLYH SRVLWLRQ DUH EDVHI
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