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Limited Assurance Report issued by an assurance provider on
the Consolidated Non-Financial Information Statement and
Sustainability Information of International Consolidated
Airlines Group, S.A. and subsidiaries for 2025

To the Shareholders of International Consolidated Airlines Group, S.A.:

Limited Assurance Conclusion

Pursuant to article 49 of the Spanish Code of Commerce, we have performed a limited assurance
review of the accompanying Consolidated Non-Financial Information Statement (hereinafter, NFIS) of
International Consolidated Airlines Group, S.A. (hereinafter, the Entity) and its subsidiaries
(hereinafter, the Group) for the year ended 31 December 2025, which forms part of the Group’s
consolidated management report.

The NFIS includes additional information to that required by prevailing mercantile legislation
concerning non-financial information, namely the sustainability information prepared by the Group for
the year ended 31 December 2025 (hereinafter, the Sustainability Information) in accordance with
the provisions of Directive (EU) 2022/2464 of the European Parliament and of the Council of 14
December 2022 on Corporate Sustainability Reporting Directive (CSRD). This Sustainability
Information has also been subject to a limited assurance review.

Based on the procedures performed and the evidence obtained, nothing has come to our attention
that causes us to believe that:

a) the Group’s Non-Financial Information Statement for the year ended 31 December 2025 has
not been prepared, in all material respects, in accordance with prevailing mercantile legislation
and selected criteria of the European Sustainability Reporting Standards (ESRS), as well as
the other criteria described based on each subject area in section "Table of contents required
by Spanish Law 11/2018” of the aforementioned Statement;

b) the Sustainability Information as a whole has not been prepared, in all material respects, in
accordance with the sustainability reporting framework applied by the Group and identified in
the accompanying note “BP-1 General basis for preparation”, including:

* That the description of the process for identifying the sustainability reporting
information included in note “IRO-1 Description of the process to identify and assess
material IROs and to assess which ones are material; IRO-2 - Disclosure requirements
in ESRS covered by the undertaking’s Sustainability statement” is consistent with the
process carried out and that it identifies the material information to be disclosed in
accordance with the requirements of the ESRS.

* Compliance with ESRS.

* Compliance of the disclosure requirements, included in subsection “EU Taxonomy
Regulation” of the environment section of the Sustainability Information, with Article 8
of Regulation (EU) 2020/852 of the European Parliament and of the Council of 18
June 2020 on the establishment of a framework to facilitate sustainable investment.




JLPLWHG $VVXUDQFH 5HSRUW RQ &RQVROLGDWHG 1RQ )J)LQDQFLDO ,QI
DQGb6XVWDLQDELOLWRI@WVRQRBWLRQ

KPMG

Basis for Conclusion

We have performed our limited assurance engagement in accordance with generally accepted
professional standards applicable in Spain and specifically with the guidelines contained in the
Revised Guidelines 47 and 56 for assurance engagements on non-financial information issued by the
Spanish Institute of Registered Auditors (ICJCE) and considering the contents of the note published
by the Spanish Accounting and Audit Institute (ICAC) on 18 December 2024 (hereinafter, Generally
Accepted Professional Standards).

The scope of the procedures applied in a limited assurance engagement is less than those required
in a reasonable assurance engagement. Consequently, the level of assurance obtained in a limited
assurance engagement is lower than the level of assurance that would have been obtained had a
reasonable assurance engagement been performed.

Our responsibilities under this standard are further described in the Responsibility of the Assurance
Provider section of our report.

We have complied with the independence and other ethical requirements of the International Code of
Ethics for Professional Accountants (including International Independence Standards) issued by the
International Ethics Standards Board for Accountants (IESBA), which is founded on fundamental
principles of integrity, objectivity, professional competence and due care, confidentiality and
professional behaviour.

Our firm applies the International Standard on Quality Management (ISQM) 1, which requires the firm
to design, implement and operate a system of quality management including policies or procedures
regarding compliance with ethical requirements, professional standards and applicable legal and
regulatory requirements.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our
conclusion.

Directors’ Responsibility

The preparation of the NFIS included in the Group’s consolidated management report, and the
content thereof, is the responsibility of the Directors of International Consolidated Airlines Group,
S.A. The NFIS has been prepared in accordance with prevailing mercantile legislation and selected
criteria of the ESRS, as well as the other criteria described based on each subject area in section
"Table of contents required by Spanish Law 11/2018” of the aforementioned Statement.

This responsibility also encompasses the design, implementation and maintenance of internal control
deemed necessary to ensure that the NFIS is free from material misstatement, whether due to fraud
or error.

The Directors of International Consolidated Airlines Group, S.A. are also responsible for defining,
implementing, adapting and maintaining the management systems from which the information
required to prepare the NFIS was obtained.

In relation to the Sustainability Information, the entity's Directors are responsible for developing and
implementing a process for identifying the information to be included in the Sustainability Information
in accordance with the contents of the CSRD, the ESRS and Article 8 of Regulation (EU) 2020/852 of
the European Parliament and of the Council of 18 June 2020 and for disclosing information about this
process in the Sustainability Information in note “IRO-1 Description of the process to identify and
assess material IROs and to assess which ones are material; IRO-2 - Disclosure requirements in
ESRS covered by the undertaking’s Sustainability statement”. This responsibility includes:
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* understanding the context in which the Group’s business activities and relationships are
conducted, and its stakeholders, in relation to the Group’s impact on people and the environment.

* identifying actual and potential impacts (both negative and positive), and any risks and
opportunities that might affect, or could reasonably be expected to affect, the Group’s financial
position, financial performance, cash flows, access to financing and the cost of capital in the
short, medium or long term

» evaluating the materiality of the impacts, risks and opportunities identified; and

* making assumptions and estimates that are reasonable in the circumstances.

The Directors are also responsible for the preparation of the Sustainability Information, including the
information identified by the process, in accordance with the sustainability reporting framework
applied, including compliance of the CSRD, the ESRS and the disclosure requirements included in
subsection “EU Taxonomy Regulation” of the environmental section of the Sustainability Information
with Article 8 of Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June
2020 on the establishment of a framework to facilitate sustainable investment.

This responsibility includes:

* Designing, implementing and maintaining such internal control as the Directors consider
necessary to enable the preparation of sustainability information that is free from material
misstatement, whether due to fraud or error.

* Selecting and applying appropriate methods for sustainability information and making
assumptions and estimates that are reasonable in the circumstances for specific disclosures.

Inherent Limitations in preparing the information

In accordance with the ESRS, the Entity’s Directors are required to prepare prospective information
based on assumptions and hypotheses, which are to be included in the Sustainability Information,
regarding events that may occur in the future, as well as any possible future actions that the Group
may take. The actual outcome may differ significantly from the estimates, as future events often do
not occur as expected.

In determining sustainability disclosures, the Entity's Directors interpret legal and other terms that are
not clearly defined and may be interpreted differently by others, including the legal conformity of such
interpretations, and are therefore subject to uncertainty.

Responsibility of the Assurance Provider

Our objectives are to plan and perform the assurance engagement in order to obtain limited
assurance about whether the NFIS and Sustainability Information are free from material
misstatement, whether due to fraud or error, and to issue a limited assurance report that includes our
conclusions thereon. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the decisions of
users taken on the basis of this information.
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As part of a limited assurance engagement, we exercise professional judgement and maintain
professional scepticism throughout the engagement. We also:

* Design and implement procedures to assess whether the process for identifying the information
to be included in both the NFIS and Sustainability Information is consistent with the description of
the process followed by the Group and allows, where appropriate, for the identification of material
information to be disclosed in accordance with the requirements of the ESRS.

* Apply risk-based procedures, including obtaining an understanding of internal controls relevant to
the engagement in order to identify the disclosures where material misstatements are more likely
to arise, whether due to fraud or error, but not for the purpose of providing a conclusion about the
effectiveness of the Group’s internal control.

* Design and implement procedures that respond to disclosures in both the NFIS and the
Sustainability Information that are likely to contain material misstatements. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

Summary of Work Performed

A limited assurance engagement includes performing procedures to obtain evidence to support our
conclusions. The nature, timing and scope of the procedures selected depend on professional
judgement, including the identification of the disclosures in which material misstatements, whether
due to fraud or error, are likely to arise in the NFIS and the Sustainability Information.

Our work consisted of making inquiries of management, as well as of the different units and
components of the Group that participated in the preparation of the NFIS and the Sustainability
Information, reviewing the processes for compiling and validating the information presented in the
NFIS and the Sustainability Information and applying certain analytical procedures and sample
review tests, which are described below:

In relation to the NFIS assurance process:

* Meetings with the Group'’s personnel to gain an understanding of the business model, policies
and management approaches applied, the principal risks related to these matters and to obtain
the information necessary for the external review.

* Analysis of the scope, relevance and completeness of the content of the NFIS for 2025 based on
the materiality analysis performed by the Group and described in the note “IRO-1 Description of
the process to identify and assess material IROs and to assess which ones are material; IRO-2 -
Disclosure requirements in ESRS covered by the undertaking’s Sustainability statement”,
considering the content required by prevailing mercantile legislation.

* Analysis of the processes for compiling and validating the data presented in the NFIS for 2025.

¢ Review of the information relative to the risks, policies and management approaches applied in
relation to the material aspects presented in the NFIS for 2025.

* Corroboration, through sample testing, of the information relative to the content of the NFIS for
2025 and whether it has been adequately compiled based on data provided by the information
sources.
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In relation to the assurance work on the Sustainability Information:
* Making inquiries of Group personnel:

* to gain an understanding of the business model, policies and management approaches
applied, the principal risks related to these matters and to obtain information necessary for
the external review.

* to understand the source of information used by management (e.g. stakeholder interaction,
business plans and strategy documents) and review the Group’s internal documentation on
its process.

* Through inquiries of Group personnel, gaining an understanding of the Group’s processes for
collecting, validating and reporting information relevant to the preparation of its sustainability
information.

* Assessment of how consistent the evidence obtained from our procedures on the Group's
process for determining the information to be included in the Sustainability Information is with the
description of the process included in the Sustainability Information, and assessment of whether
the Group'’s process duly identifies the material information to be disclosed in accordance with
the requirements of the ESRS.

* Assessment of whether all the information identified in the Group’s process for determining the
information to be included in the Sustainability Information is effectively included.

* Assessment of how consistent the structure and presentation of the Sustainability Information is
with the provisions of the ESRS and the rest of the sustainability reporting framework applied by
the Group.

* Inquiries of relevant personnel and performance of analytical procedures on the information
disclosed in the Sustainability Information considering where material misstatements are likely to
arise, whether due to fraud or error.

* Performance, if applicable, of sample substantive procedures on information disclosed in the
Sustainability Information considering where material misstatements are likely to arise, whether
due to fraud or error.

*  Procurement, if applicable, of any reports issued by accredited independent third parties included
as an appendix to the consolidated management report in response to the requirements of
European regulations and, in relation to the information to which they refer and in accordance
with Generally Accepted Professional Standards, confirmation solely that the accreditation of the
assurance provider and the scope of the report issued is in line with European regulations.

* Procurement, if applicable, of any documents containing the information included by reference,
the reports issued by auditors or assurance providers on those documents and, in accordance
with Generally Accepted Professional Standards, confirmation solely that the document referred
to by such information included by reference meets the conditions described in the ESRS for
incorporating information by reference in the Sustainability Information.

*  Procurement of a representation letter from the Directors and management regarding the NFIS
and the Sustainability Information.
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Other Information

The Directors of International Consolidated Airlines Group, S.A. are responsible for other information.
Other information comprises the consolidated annual accounts and other information included in the
consolidated management report but does not include either the auditor's report on the consolidated
annual accounts or assurance reports issued by accredited independent third parties required by
European Union law on specific disclosures contained in the Sustainability Information included as
an appendix to the consolidated management report.

Our assurance report does not cover other information, and we do not express any assurance
conclusions on said information.

In connection with our engagement to provide assurance on the Sustainability Information, our
responsibility is to read the other information identified above and, in so doing, consider whether the
other information is materially inconsistent with the Sustainability Information or with the knowledge
we have acquired during the assurance engagement that could be indicative of material
misstatements in the Sustainability Information.

KPMG Auditores, S.L.

Marta Contreras Hernand
3 March 2026
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UHYLHZHG WR HQVXUH DOLJQPHQW ZLWK WKH *URXSDV VXVWDLQDELOLW\ VWUDWHJ\ DQG SULQ!
HQJDJHPHQW SODQV

5HIHU WR WKH &RUSRUDWH *RYHUQDQFH VHFWLRQ RI WKLV $QQXDO 5HSRUW IRU PRUH LQIRUPD
DQGbVXSHUYLVRU\ ERGLHV 5HOHYDQW IRUXPV DQG OHYHOV RI UHVSRQVLELOLW\ IRU VXVWDLQ

,$* VXVWDLQDELOLW\ JRYH

%RDUG

(QYLURQPHQW DQG &H D
S5HPXQHUDWLRQ &RP S H H 5HVSRQVLELOLW
(&5 &RPPLWWHH

WH$XGLW DQG &RPSOL
&RPPLWWHH

6XVWDLQDEOH $YLDWL
6WHHULQJ *URXS

. 6XVWDLQDELOL
. * € — * *
3HRSOH :RUNLQJ *UR 6WHHULQJ *URXS ,$*L *RYHUQDQFH &RP

,$* VXVWDLQDELOLW\ QHWZRUN

6XVWDLQDELOLW\ QHWZRUN ZRUNLQJ JURXSV

%RDUG PDQDJHPHQW FRPPLWWRHA RIWHQ VXVWDLGB¥YERQWLELOLW\ LQ UHODWLRQ WR VXVWDLQDELOLW\ DQG FRUSRU|
LQIRUPDWLRQ LV VKDUHG

HO (?BbDJHPHQW &RPPLY

%RDUG $W OHDVW TXDUBU®RYDO RI VWUDWHJI\ PDMRU LQYHVWPHQWY ULVN |
DQG UHYLHZ RI SURJUHVV DJDLQVW HQYLURQPHQW DQ
FOLPDWH UHODWHG JRDOV DQG WDUJHWYV

,$* (QYLURQPHQW DQG &KW SRUDWWHWKUHHGWEPMAHG RYHUVLJKW RI WKH *URXSDV VXVWDLQDELC

5HVSRQVLELOLW\ &RPPLWKWHKHDU DOLJQPHQW ZLWK VWUDWHJILF SULRULWLHY HQYLURQF
DSSURYDOV DQG UHYLHZ RI SURJUHVYV DJDLQVW HQYLU
SODQV 5HYLHZV DQG DSSURYHV WKH 6XVWDLQDELOLW
DQbXSGDWH RQ PDWHULDO VXVWDLQDELOLW\ LVVXHV L
.3,VbRQ D TXDUWHUO\ EDVLV 3URYLGHV D OLQN EHWZF
PDQDJHPHQW FRPPLWWHHY DQG WKH %RDUG 5HFHLYH!
RQ VXVWDLQDELOLW\ WRSLFV 6XSHUYLVHV WKH LPSOH
FRQFHUQLQJ VXVWDLQDELOLW\ LQ WKH YDOXH FKDLQ

,$* $XGLW DQG &RPSOLD®WHOHDVW TXDUWMKONY DSSURSULDWH SURFHVVHY DQG FRQWUROV DUH
&RPPLWWHH ZLWK UHOHYDQW UHJXODWLRQ DQG UHSRUWLQJ UHTXL
$QQXDO 5HSRUW DQG $FFRXQWYV S5HFHLYHV XSGDWHV |
FRPSOLDQFH DQWL FRUUXSWLRQ DQG DQWL EULEHU\ S
SURWHFWLRQ PHFKDQLVPV EHLQJ FRQGXFWHG E\ WKH

7KH UDQJH RI VNLOOV NQRZOHGJH DQG H[SHULHQFH R
PHPEHUV HQDEOHV WKHP WR DSSO\ WKH DSSURSULDWF
DVVHVVPHQW WR FRPSOLDQFH GHFLVLRQ PDNLQJ

,$* ODQDJHPHQW &RPPLWWHGHDVW TXDUSMHWULEBYYVY DQG FKDOOHQJHV EXVLQHVYVY FDVHV SXW IRUZ
*URXSDV VXVWDLQDELOLW\ SURJUDPPH 5HYLHZV WKH |
FRPSDQ\ VSHFLILF VXVWDLQDELOLW\ SURJUDPPHV ZLW|
LQFOXGLQJ SURJUHVY DJDLQVW VXVWDLQDELOLW\ WDU

2SHUDWLQJ FRPSDQLHVDIW OHDVW TXDUSMHWWEYYV DQG FKDOOHQJHY RSHUDWLQJ FRPSDQ\ VSHFL
PDQDJHPHQW FRPPLWWHHYV DQGbSHRSOH SURJUDPPHV




*HQHUDO UHT X LARHPWMIQUK\H G

6XVWDLQDELOLW\ JRYHUQDQFH

JRUXP JUHTXHQF\ Rl PHHWERBVSRQVLELOLW\ LQ UHODWLRQ WR VXVWDLQDELOLW\
,$* 6XVWDLQDELOLW\ 6 WSIW WOLHQDVW TXD USRPBQ\LVHY VHQLRU UHSUHVHQWDWLYHV IURP DFURVV
*URXSb 66* RYHUVLJKW RI HQYLURQPHQWDO DQG VRFLDO LQLWLDW

,$* 6XVWDLQDELOLW\ 1IHWRERWKO)6ADOOV&ZRRSULVHY PRUH WKDQ VXVWDLQDELOLW\ UHSUHVHQ
WKUHH LQ SHUVWR@&HDb*URXS 7KLV QHWZRUN VXSSRUWHG WKH *URXSDYV

ZRUNVKRSVY SHUDVVHVVPHQW UHYLHZ LQ E\ SURYLGLQJ YLHZV RQ W

DQQXP PDWHULDOLW\D RI LPSDFWV ULVNV DQG RSSRUWXQLWI

PHHWY PRQWKO\ WR SURYLGH XSGDWHV RQ WKH ZRUN

,52V 7KLV IRUXP UHSRUWYV LQKMWHR WKHMXBWBEQDELOLW\

DOVR DGPLQLVWHUV UHJXODU WUDLQLQJ WR LWV RSHU

GHYHORSPHQW RI H[SHUWLVH DFURVV WKH *URXS RQ P

,$*L *RYHUQDQFH &RPPLYW IOH DVW ELDQSHMMOIL®IAY SRWHQWLDO LQYHVWPHQWY WR FRQVLGHU HP}
DQG SDUWQHUVKLSY ZLWK VXVWDLQDELOLW\ VWDUWXS
&RPPHUFLDO 6WUDWHJ\ 2IILFHU &KLHI )LQDQFLDO DQG
DQG &KLHI ,QIRUPDWLRQ 3URFXUHPHQW G6HUYLFHV DQ

6XVWDLQDELOLW\ QHWZRUN ZRUNLQJ JURXSV FURVV *URXS

YRUXP JUHTXHQF\ RI PHHWERBVBRQVLELOLW\ LQ UHODWLRQ WR VXVWDLQDELOLW\
S5HSRUWLQJ DQG 'LVFORVRIQMWK O\ &RPSULVHV VXVWDLQDELOLW\ FROOHDJXHV DFURVV WKH
"RUNLQJ *URXS WR PRQLWRU UHJXODWRU\ UHTXLUHPHQWY RQ VXVWDL!

GLVFORVXUHV )RUXP IRU VKDULQJ EHVW SUDFWLFH DQ
DXGLW UHTXLUHPHQWYV IRU WKH UHSRUWLQJ RI HQYLUF
7UDFNVbNH\ PHWULFV WRZDUGV ,$*DV )OLJKWSDWK 1HV
SUHVHQWDWLRQ WR WKH ,61 66* DQG (&5 ,QFOXGHV D
RQbBELRGLYHUVLW\ LVVXHV

:DVWH :RUNLQJ *URXS ORQWKO\ 7KLV ZRUNLQJ JURXS LV IRFXVHG RQ LPSURYLQJ ZDVWH
IURP RXU RSHUDWLRQV DQG LPSOHPHQWLQJ ZDVWH UHC
SURMHFWYV WR PHHW ,$*DV WDUJHWYV ,Q WKLV ZRUN
XSGDWHV WR ,$*DV ZDVWH UHGXFWLRQ DQG UHF\FOLQJ
SURSRVLQJ QHZ WDUJHWYV WR

&DUERQ (IILFLHQF\ :RUNDR Q@ WKRX S JRUXP FRPSULVHV VXVWDLQDELOLW\ DQG IXHO PDQDJH
EHVW SUDFWLFH RQ IXHO HIILFLHQF\ LQLWLDWLYHV WR
LQ OLQH ZLWK WKH ,$* )OLIKWSDWK 1HW =HUR VWUDW'#

6RFLDO ,PSDFW :RUNLQJ$QAIRRS JRUXP WR GHYHORS LQLWLDWLYHY DQG WUDFN WKH YD

&OLPDWH 6WUDWHJI\ :RUNWQO HDRWSTXDUMHXP\IRU ,$* VXVWDLQDELOLW\ DQG KHDGV RI VXVWDL
IURPbRSHUDWLQJ FRPSDQLHV WR UHYLHZ GHOLYHU\ RI
1IHWb=HUR VWUDWHIJ\ DQG GLVFXVV VXVWDLQDELOLW\
XSGDWHV SURSRVHG WR ,$*DV 6FRSH DQG 6FRSH HP

1RQ &2:RUNLQJ *URXS $G KRF 3UHSDUHY DQG FRRUGLQDWHY *URXS DLUOLQH DFWLYL
QRQ &HPLVVLRQV XQGHU UHTXLUHPHQWYV RI WKH (8 (7€
SUDFWLFHV WR EHWWHU XQGHUVWDQG LWVbHQYLURQP
PLWLIJDWLRQ LQLWLDWLYHYV LQFOXGLQJ IOLJKW WULDC

6XVWDLQDEOH $YLDWLRQ )XHO 6%) *RYHUQDQFH

JRUXP JUHTXHQF\ RI PHHWERVBRQVLELOLW\ LQ UHODWLRQ WR VXVWDLQDELOLW\

,$* 6$) 6WHHULQJ *URXS$W OHDVW TXDUSMRPBO\LVHY VHQLRU UHSUHVHQWDWLYHYV IURP ILQDQFH
DFURVV WKH *URXS ZKR SURYLGH RYHUVLJKW RI 6%) VW
UHFRPPHQG QHZ SXUFKDVHV DQG LQYHVWPHQWYV IRU D
ODQDJHPHQW &RPPLWWHH DQG WKH %RDUG

,$* 6%) ODQDJIJHPHQW *URXBQWKO\ $ FURVV *URXS PHHWLQJ IRFXVLQJ RQ 6%) VWUDWHI\ S
5HSRUWV LQWR WKH ,$* 6%$) 6WHHULQJ *URXS

*RYHUQDQFH UHVSRQVLELOLWLHV

,QGLYLGXDO JUHTXHQF\ RI UHSRBWVY®RQVLELOLW\ LQ UHODWLRQ WR VXVWDLQDELOLW\

,$* &(2 $W OHDVW TXDUSKHDUOYV WKH ,$* ODQDIJHPHQW &RPPLWWHH XSGDWHV W
%RDUG OHYHO GHFLVLRQV DUH GLUHFWHG LQWR DFWLI

,$* &KLHI )LQDQFLDO DQ&W OHDVW TXDUSHIBROWY WR WKH ,$* &(2 $ PHPEHU RI WKH ,$* ODQDJHP

6XVWDLQDELOLW\ 2IILFHU &KDLUV WKH 66* DQG SURYLGHY DSSURYDO DQG GLUHFW

,$* 6XVWDLQDELOLW\ 'LUFHHFRWRDUO\ DV UFHBRUMOMWWR WKH ,$* &KLHI )LQDQFLDO DQG 6XVWDLQDE
DQG LV UHVSRQVLEOH IRU GHOLYHULQJ ,$*DV )OLJKWSD!'

,$* 3BHRSOH 'LUHFWRU 5HIJXODUO\ DV UFHBRWDMWWR WKH ,$* &(2 5HVSRQVLEOH IRU GHOLYHUL
DGGUHVV PDWHULDO VRFLDO LVVXHV LQ WKH *URXS




:LGHU JRYHUQDQFH

:LGHU JRYHUQDQFH SURFHVVHV LQWHJUDWH VXVWDLQDELOLW\ DVSHFWV $V SDUW RI WKH *URX
SHRSOH FXOWXUH DQG HPSOR\HH UHODWLRQV ULVNV DUH SUHVHQWHG ELDQQXDOO\ WR WKH $.
%RDUG 2QH \HDU ILQDQFLDO SODQV DQG WKUHH \HDU EXVLQHVV SODQV DUH FRRUGLQDWHG E\

JRU PRUH LQIRUPDWLRQ UHIHU WR WKH &RUSRUDWH *RYHUQDQFH VHFWLRQ RI WKLV $QQXDO 5|

*29 , QWHJUDWLRQ RI VXVWDLQDELOLW\ UHODWHG SHUIRUPDQFH LQ LQFHQ\

,$* KDV D QXPEHU RI VXVWDLQDELOLW\ OLQNHG DQQXDO LQFHQWLYHV IRU RYHU VHQLRU HJ
LQFOXGLQJ Rl ,$* VHQLRU H[HFXWLYHV 7KHVHbLQFHQWLYHY DUH GHVLJQHG WR VXSSRUW ,¥
RIbLWY RSHUDWLRQV

7KH LQFHQWLYHY DUH UHYLHZHG DQG GHYHORSHG DQQXDOO\ E\ WKH ,$* 6 XVWDLQDELOLW\ WHD
ILQDQFLDO LQFHQWLYHV ZKLFK DUH DSSURYHG E\ WKH %RDUG RI 'LUHFWRUV

8QLW ,QFHQWLYH VFRS$ODQDWLRQ
,$* VSHFLILF FDIBERONP &RYHUV XS WR 7KLV PHDVXUH UHIOHFWVY RXU SURJUHVV WRZDUG
HIILFLHQF\ PHDVXUH RIDWKH DQQXDOWERODMMY ,W PHDVXUHV WKH IXHO HIILFLHQF\ RI R

IRU VHQLRU H[HBXWRXBWLQJ IRU RXU QHWZRUN DLUFUDIW PL[ D¢
DQGbFDUJR ORDG IDFWRUV 7KLV .3, LV VHOHFWH
HIILFLHQF\ UHODWHG WR ,$*DV PRVW PDWHULDO
6FRSH HPLVVLRQV IURP MHW IXHO XVH

,Q VHOHFWHG RSHUDWLQJ FRPSDQLHV WKH FDUE
LV FRPELQHG ZLWK RWKHU .3,V UHOHYDQW WRDbR
UHGXFWLRQ LQLWLDWLYHV LQ ,$* &DUJR

5HIHU WR WKH 5HPXQHUDWLRQ &RPPLWWHH UHSRUW IRU PRUH LQIRUPDWLRQ

*29 6WDWHPHQW RQ GXH GLOLJHQFHPSDFW RQ RSHUDWLRQV DQG VWUDWHJ\

5HIHU WR WKH DSSHQGL[ WR WKH 6XVWDLQDEL@1\(/\Y‘(W§\EH9H‘§\NULVN DVVHVVPHQWYV LQIRUP V¢
WR EXVLQHVV RSHUDWLRQV DQG VWUDWHJI\ DQG

*29 5LVN PDQDJHPHQW DQG LQWHU QVRCHEWR.QORQBR@MDO ULVN PDQDJIJHPHQW ,$* LV FF

RYHU VXVWDLQDELOLW\ UHSRUWLQJ WKH LPSDFWV RI KD]JDUGY WKDW FRXOG KDYH QH

6XVWDLQDEOH DYLDWLRQ ULVNV DQG SHRSOH F%:%(bOVY/V%ﬂ%Yé_gm%PS%%WHﬁU SHRSOH

UHODWLRQV ULVNV DUH UHSRUWHG DV SULQFLSP D GRSMW BRHEDXWLRQDU\ PHDVXUHV WR PLWL
WDNLQJ HDUO\ SURDFEWLYH VWHSY WR XQGHUVW
7KHVH ULVNV DUH UHYLHZHG XQGHU WKH *URX S 5r X MRV BAF WA DLH IX® FHBIO DO
SURFHVV ZKLFK LV SUHVHQWHG ELDQQXDOO\ WR WK SR PR By wKH SUHFDXWLRODU\ SULOQ
&RPSOLDQFH &RPPLWWHH DQ@RRQQED ORU Iwa 8é’UHFDXWLRQDU\ SULQFLSOH LV DSSOLHG W]

RQ ULVN LGHQW'—'LFDWLR@Q@Q@WMVHWQBH@W%éﬁQQWLR&?v DOG WKH ODXQFK RI QHZ VHUYLFH)
W

EH IRXQG LQ WKH 5LVN PDQDJHPHQW DQG SULQRHSHHPFYY tOTWEWY FROQVLGHUDWLRQV LQWR
VHFWLRQ RI WKLV $QQXDO 5HSRUW SODQVbHDQG RQH \HDU ILQDQFLDO IRUHFDVWYV

$00 SULQFLSDO ULVNV DUH OLQNHG WR WKH *URXSBYRYWHOIHIL G ISHARYEW MWH xvH RI 62
6XVWDLQDELOLW\ ULVNV DQG RSSRUWXQLW L HW QGQRFRQPHLIWA PHPW B IHPHERWHE\VWHPV  (QY$

ULVNV DQG RSSRUWXQLWLHVY DUH DOVR LGHQWAYLWE @RIRBNDOH FVWIEVEPHQW LV WKH DLUOLQH
WKHb*URXS 6XVWDLQDELOLW\ WHDP LQ FRQMXJPWERQ zLWKHVKUWHKRKBWLRQDO VWDQGDUG IR
(50 WHDP DQG SUHVHQWHG WR WKH ,$* &KLHI PIDEQPIHPHRWQRIVWHPV ,(QY$ LV WDLORUHG VSHF
6XVWDLQDELOLW\ 2IILFHU DQG ,$* ODQDJHPHQW QR LNV LMWMAPHFRPSDWLEOH ZLWK WKH UHTXLUHP!

30DQVbWRbBPLWLIDWH ULVNV DUH GHYHORSHG Hg)d*xYé)BW BE MM RZQHBWUVE Ly WLILHG XQGHU W
LQbVSHFLILF DUHDV Rl WKH EXVLQHVV ZLWK DJIYHH L@ﬁ}_ﬁ?\/}&\ﬂb H%d—&%ﬂ)‘tgg@uzmv UHQHZHG
LQ UHOHYDQW RSHUDWLQJ FRPSDQ\ EXVLQHVV/ DQVD’S%I SHMN 81 UZD\W LOFRUSRUDWHG W
PLWLIJDWLRQ UHTXLUHV WLPH WR LPSOHPHQW VKR W W %:PGWHDS/BW@V PRGXOH ZKLEK KD
DUH DVVHVVHG DQG WKH WLPHOLQH WR ULVN R v¥ \]_VISDVML L IR%KE_'R REPT AW HOWY RI WKH %XF
ULVN DFFHSWDQFH LV GLVFXVVHG DQG DJUHHG BEHWBNWARROGS S Ny k0 5HVROXWLRQ WRbSUHY|
3HRSOH FXOWXUH DQG HPSOR\HH UHODWHG UWK\HLWYR @OWFUIWBWLRQ RI LOOHJIDO ZLOGOLIH S
E\bWKHb*URXSDV RSHUDWLQJ FRPSDQLHV DQG VXSHUYLVHG E\ WKH

,$*b1RPLQDWLRQV &RPPLWWHH WKH 5HPXQHUDWLRQ &RPPLWWHH

DQGbWKH %RDUG WKURXJK SHULRGLF UHSRUWV
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6WUDWHJ\

6%0 6WUDWHJ\ EXVLQHVV PRGHO DQG YDOXH FKDLQ
,$* IRFXVHV LWV VXVWDLQDELOLW\ VWUDWHI\ RQ DGGUHVVLQJ PDWHULDO LVVXHV WKRVH WKD
KDYHbWKH ELJJHVW H[WHUQDO LPSDFWYV

5HIHU WR WKH 6WUDWHJLF UHYLHZ VHFWLRQ RI WKLV $QQXDO 5HSRUW IRU PRUH LQIRUPDWLRQ

6%0 ,QWHUHVWY DQG YLHZV RI VWDNHKROGHUYV

,$* UHJXODUO\ HQJDJHV LWV VWDNHKROGHUY RQ VXVWDLQDELOLW\ LVVXHV ([WHUQDO VWDNHK
FRUSRUDWH FXVWRPHUVY HPSOR\HH UHSUHVHQWDWLYH JURXSVY SROLF\PDNHUV WUDGH DVVRF
,QWHUQDObVWDNHKROGHUV LQFOXGH %RDUG PHPEHUVY DOO ODQDJHPHQW &RPPLWWHH PHPEHU
VXVWDLQDELOLW\ UHSUHVHQWDWLYHYV 7KH UHVXOWY LQIRUP RQJRLQJ GLVFORVXUHYVY DQG VWL
RIbVWDNHKROGHUV LQ LWV GRXEOH PDWHULDOLW\ DVVHVVPHQW

30HDVH UHIHU WR WKH VWDNHKROGHU VHFWLRQ RI WKH ODQDJHPHQW UHSRUW IRU PRUH GHWD

6WDNHKROGHU $SSURDFK RI WKH GRXEOH PDWHULDOLW\ DVVHVVPHQW WR WKLV JURXS
&XVWRPHUV 7KH VDIHW\ VDWLVIDFWLRQ DQG RYHUDOO H[SHULHQFH RI ,$* FXV\
$IIHFWHG VWDNHKROG E\ WKH *URXSDV RSHUDWLRQV &XVWRPHU H[SHULHQFH HQFRPSDV

FRPIRUW VKDSHV WKHLU SHUFHSWLRQ DQG OR\DOW\ $GGLWLRQDC
FXVWRPHU KHDOWK DQG VDIHW\ HQVXUHV D VHFXUH WUDYHO HQYL
FRQILGHQFH LQ FKRRVLQJ ,$* IRU WKHLU WUDYHO QHHGV &XVWRP
LOWHUHVW LQ WKH *URXSDV DSSURDFK WRZDUGV UHGXFLQJ FDUER
RSSRUWXQLWLHY WR FRQWULEXWH WRZDUGV WKH *URXSDV DFWLY!I
SDUWLFLSDWLRQ LQ WKH ,$* /R\DOW\ VFKHPH WR HDUQ WLHU SRLQ
FRQWULEXWLRQV ZKLFK ODXQFKHG LQ ,Q RUGHU WR XQGHUVWI
LPSDFWHG E\ ,$*DV RSHUDWLRQV ZH FRQVXOWHG FRPPHUFLDO DQ
DFURVYV RXU RSHUDWLQJ FRPSDQLHY DQG LQFRUSRUDWHG WKH LQ\
UHYLHZV DQG DLUOLQHYV 136 VFRUHV

$IITHFWHG VWDNHKROG HPSOR\HHV FXVWRPHU VDWLVIDFWLRQ VXUYH\V DQG WKLUG SDUW
VRFLHWDO LVVXHV IRU ,$*DV GRXEOH PDWHULDOLW\ DVVHVVPHQW
UHYLHZ WKH ZRUN ,$* DQG LWV RSHUDWLQJ FRPSDQLHV VXSSRUW \
FRQWULEXWLRQV DQG LWV SDUWQHUVKLSV ZLWK FKDULWDEOH RUJ

6RFLHW\ @ ,QVLIKWV IURP LQWHUQDO GRFXPHQWDWLRQ VXFK DV 2UJDQLVDWL

$IIHFWHG VWDNHKROG PRWLYDWHG DQG HQJDJHG ZRUNIRUFH FULWLFDO IRU RSHUDWLRQ
DQGbZRUNLQJ FRQGLWLRQV DUH DVVHVVHG WR PDLQWDLQ IDLU FR
HQYLURQPHQW LQIOXHQFLQJ ERWK HPSOR\HH VDWLVIDFWLRQ DQG
'LYHUVLW\bDQG LQFOXVLRQ LV UHYLHZHG WRbIRVWHU D GLYHUVH :
DQG UHIOHFWLQJ VRFLHWDO YDOXHV (PSOR\HHV DUH SURYLGHG Z
PHWKRGY WR H[SUHVV WKHLU YLHZV LGHDV DQG FRQFHUQV ZLWK |
JRYHUQDQFH HQVXUHVY WUDQVSDUHQW DQG DFFRXQWDEOH GHFLVL
IRUBWUXVW DQG FUHGLELOLW\ LQ WKH ORQJ WHUP ,Q RUGHU WR X
EHbLPSDFWHG E\ ,$*DV RSHUDWLRQV ZH FRQVXOWHG H[SHUWV LQ
RSHUDWLQJ FRPSDQLHYV DQG LQFRUSRUDWHG LQVLJKWY IURP 2+,

(PSOR\HHV @ (PSOR\HH DWWUDFWLRQ UHWHQWLRQ DQG HQJDJHPHQW LV LPSRU\

$IIHFWHG VWDNHKROG DRBRFXUHPHQW H[SHUWYV IURP RXU RSHUDWLQJ FRPSDQLHV DQG LQ!

6XSSOLHUYV @ 7R XQGHUVWDQG KRZ VXSSOLHUV PD\ EH LPSDFWHG E\ ,$*DV RSHUI
UHSRUW XVHUV (FR9DGLVY VFRUHFDUGY D SURYLGHU RI EXVLQHVV (6* UDWLQJV

6KDUHKROGHUV OHQG D@6 UDWLQJY DQG IHHGEDFN DUH UHFHLYHG IURP VWDNHKROGHU JL
RWKHU ILQDQFLDO VW ROGHQUNY DQG WKURXJK RXU PDLOER[ 7KHVH KDYH EHHQ XVHG WR L
5HSRUW XVHUV PDWHULDOLW\ DVVHVVPHQW 6KDUHKROGHUV OHQGHUV DQG RWKHL

DV UHSRUW XVHUV LQ WKH GRXEOH PDWHULDOLW\ DVVHVVPHQW D
,52V WR NHHS WKHP XSGDWHG DQG LQIRUPHG

(QYLURQPHQW 7KH HQYLURQPHQW LV FRQVLGHUHG D CYLOHQWD VWDNHKROGHU
$IIHFWHG VWDNHKROG \DLVOMHHYWPHQW FRPSOHWHG LQ WKH ,$* VXVWDLQDELOLW\ WHDP
VWDNHKROGHU DQG LWV LQIOXHQFH RQ WKH PDWHULDOLW)\ RI ,52V 7R GR WKLV W

LQFRUSRUDWHG LQVLIKWYV IURP WKH *URXSDV 7&)' DVVHVVPHQW (
&OLPDWH 'LVFORVXUH 3URMHFW VXEPLVVLRQ ,$7% ,(QY$ VXEPLVVL
VXVWDLQDELOLW\ UHSRUWYVY ZKHUH DSSOLFDEOH ZHUH DOVR XVHC(

RUNLQJ ZLWK WKLUG SDUW\ H[SHUWV 7UDQVFHQGHQW ZH LGHQW
DQG DOLJQHG WKHVH WR D UHYLHZ RI H{WHUQDO DFDGHPLF OLWHU
LPSDFWV RI DYLDWLRQ RSHUDWRUV RQ WKH HQYLURQPHQW DQG D
FRPSDQ\ VXVWDLQDELOLW\ UHSRUWYV

JRYHUQPHQW DQG UH DWFRUDMVOHDJXHY DGKHUH WR ODZV DQG HWKLFDO VWDQGDUGV ZKLFK

$IITHFWHG VWDNHKROGHT DO@BWHJIULWN DQG SURWHFWLQJ FRQVXPHUV ORGHUQ VODYHU\ DQG ¥

UHSRUW XVHUV FRQFHUQ DV UHJXODWRUV HQIRUFH VWULFW PHDVXUHV WR HQVXU
VXSSO\ FKDLQV DUH IUHH IURP VXFK DEXVHVY SURWHFWLQJ KXPDQ
REOLJDWLRQV )LQDOO\ SROLWLFDO HQJDJHPHQW LV HYDOXDWHG
DFFRXQWDELOLW\ LQ HDFK DLUOLQHDYVY LQWHUDFWLRQV ZLWK JRYH
LQIOXHQFH DQG SURPRWLQJ IDLU SROLF\PDNLQJ

3XEOLF DGPLQLVWUDW 7KH ,$* /HIJDO DQG &RPSOLDQFH WHDP RYHUVHHV WKH ,$* &RGH RI




6%00 ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHY DQG LQWHUDFWLRQ

,52 '"HVFULSWLRQ RI WKH SURFHVV WR LGHQWLI\ DQG DVVHVV PDWHULDO ,52vV DQG WR D)
'LVFORVXUH UHTXLUHPHQWY LQ (656 FRYHUHG E\ WKH XQGHUWDNLQJ@V 6XVWDLQDELOLW:!
8QGHU WKH (656 PDWHULDOLW\ LV GHWHUPLQHG WKURXJK WKH LGHQWLILFDWLRQ DQG DVVHVV
IURP WKLV H[HUFLVH IUDPH WKH UHSRUWLQJ REOLJDWLRQV ZLWKLQ HIMKDRWIHRKEW656 FKDSWH!L

,$* SHUIRUPHG D UHYLHZ RI LWV GRXEOH PDWHULDOLW\ DVVHVVPHQW LQ EXLOGLQJ RQ WKH D'
WHDP ZRUNHG ZLWK VXVWDLQDELOLW\ H[SHUW ILUP 7TUDQVFHQGHQW WR GHWHUPLQH WKH PDWH
SHUVSHFWLYH DV UHTXLUHG E\ WKH &65' 7KH GRXEOH PDWHULDOLW\ DVVHVVPHQW ZDV FRQGX
RXWOLQHG EHORZ

:KDW LV D GRXEOH PDWH
DVVHVVPHQW" J)LOQODQFLDO PDWHUBMDOLWRSDFW PDWHULD(

&65' XVHV WKH FRQFHSW RI GR
PDWHULDOLW\ DV IROORZV IAG { @

JLOQDQFLDO PDWHULDOLW\
+RZ VXVWDLQDELOLW\ PDWWH
SHUIRUPDQFH DQG SURVSHFW ODWHULDO LVVXHV &RPSDQ\

*URXS V LPSDFW R

,PSDFW RQ *URXS

,PSDFW PDWHULDOLW\ SHUIRUPDQFH SURVSH
7KH LPSDFWV RI WKH DFWLYLW,
E\bWKHb*URXS RQ SHRSOH DQGC
HQYLURQPHQW 7KH LPSDFWYV
DVVHVVHG XQGHU WKH IROORZ
VWDNHKROGHU FDWHJRULHYV

vV VWDNHKROGHUV DQG VI

&XVWRPHUYV

(PSOR\HHYV

i .
@ &65

JLQDQFLDO PDWHULDOLW\ ,PSDFW PDWHULDOLW\

6XSSOLHUYV ,GHQWLILFDWLRQ DQG DVVHVVREBQWLIWADWNVRQ RI LPSDFWV RI

DQG RSSRUWXQLWLHYV WKDW PRQFBXRBOH RU WKH HQYLURQPHQ
6KDUHKROGHUV OHQGHU
YV 1IDQE IRMWIKTW ILQDQFLDO LPSDEWV. RQ ng I

ILQDQFLDO VWDNHKROGHBYRXS DQG LWV RSHUDWLRQYV WEE bY
UR

FRPPHUFLDO UHODWLRQV
3XEOLF DGPLQLVWUDWLRQ

JRYHUQPHQW DQG UHJXODWRUYV

IORZV DFFHVV WR ILQDQFLQJ R% £ Q S%URMFV\'/*G/XS';’ DVQVERC\;F':‘
@ (QYLURQPHQW FDSLWDO LQ WKH VKRUW PHGL%W %Gg&@yv %QG BRI
@ 6RFLHW\

OHWKRGRORJLHY DQG DVVXPSWLRQV

6FRSH DQG FRQVROLGDWLRQ

7KH *URXSDV GRXEOH PDWHULDOLW\ DVVHVVPHIHE FRONQ &/BDWHY MWK HURPVRRQ RSHUDWLQJ FRPSE
RIbDOODb,$*DV RSHUDWLQJ FRPSDQLHV ,W LGHQ@UWKLY B2VHVWEHOMOW QFOXGLQJ FROOHDJIXHYV
WRbBVSHFLILF EXVLQHVYV DFWLYLWLHY DW LWV BMESORFD'WYRQQMHBVLY IBXUYV )LQDQFH (50 &X
RSHUDWLRQV DURXQG WKH ZRUOG ,W DOVR FR *\/‘:ggl\J/EgHVt/J6HUiRRGV

DQGHVHUYLFHY SURYLGHG E\ ,$*DV YDOXH FKORD ' %/s Wk wkUHH \HDUV  PHGLXP WHUP [URP

7KH ,$* 6XVWDLQDELOLW\ WHDP DSSRLQWHG D \WRIGUIGQSW KM \ORXQUWD LVQHER OEMARQG ILYH \HDUV 1

FRQVXOWDQW 7UDQVFHQGHQW WR VXSSRUW WKW HIGHQ WHMAVPMIORD DUH FRQVLVWHQW ZLWK W

FDWHJRULVDWLRQ DQG FRQVXOWDWLRQ SURFHBYH\ LI) DROHNG LHQWKIBVVHVVLQJ WKH SRWHQW

GRXEOH PDWHULDOLW\ DVVHVVPHQW 7UDQVFHOLGMYWRBHE YW IGH @ D@ WKUHH \HDUV DJDLQVW R

LOQGHSHQGHQW UHYLHZ Rl WKH *URXSDV vwip% LW\ % SRUW

DQGbOHG D WDUJHWHG FRQVXOWDWLRQ H[HUF ‘%%% KR H (%YE'%%\@\S%[ Li/\WJHG VWDNHKROGHU

VWDNHKROGHUYV DFURVV ,$* DQG LWV RSHUDW gv %H%b\?{ G OR\ LQ WKH FRPSOHWLR

WRbDVVHVVbWKH LPSDFW PDWHULDOLW\ RI HD'E LDO DVVHVVPHQW DUH SURYLGHG LQ W
HORZ DQGbWKH 6WUDWHJ\ VHFWLRQ RI WKLV 6X

7R FRQVROLGDWH WKH ILQGLQJV RI WKH GRXEOH PDWHULDOLW\ DVVHVVPHQW

DW *URXS OHYHO WKH ,$* 6XVWDLQDELOLW\ WHDP GHVLJQHG DQG

DGRSWHG D ZHLJKWHG VFRULQJ VIVWHP UHODWHG WR WKH VKDUH RI

WKHb*URXSDV UHYHQXH E\ EXVLQHVV OLQH WR UHSUHVHQW WKH LQIOXHQFH

RI LWV DLUOLQHV DQG QRQ DLUOLQH EXVLQHVVHV LQ LWV DQDO\VLV
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BUHSDULQJ WKH GRXEOH PDWHULDOLW\ DVVHVVPHQW
,$*DV GRXEOH PDWHULDOLW\ DVVHVVPHQW IROORZHG D IRXU VWDJH SURFHVYV

(1] 2]

,GHQWLILFDWLRQ RI VXVWDLOQDELOGWQWREIFPWLRQ RI LPSDFWV| ULV
,$* FRPPLVVLRQHG 7UDQVFHQGHQW WR DVVDOW WKE SBRXEDXNQ LWLHV

UHYLHZ RI LWV VXVWDLQDELOLW\ LQIRUPDWERR PG 5 YRUPPWLBRQWLILHG XVLOJ D E
GLVFORVHG E\ RWKHU DYLDWLRQ VWDNHKRES&HYNVDWR LEHRWEI) RO LQSXW IURP ZRUNV
UHOHYDQW VXVWDLQDELOLW\ WRSLFV IRU WK EX¥XERMEW PORWRRWHRAUWY ZLWKLO |

VRXUFHV LQFOXGHG 2+, DQG HPSOR\HH HQIDIJiPHW WoY XHRPED QL HYV
UHVXOWV 7UDQVFHQGHQW SUHSDUHG D FRPSDUDWLYH DQDO\VLV

RIbDPDWHULDO WRSLFV UHSRUWHG E\ ,$* DQ% FRAFSSHKHRNUYH UHYLHZ LGHQWLILHG 5
WRbYDOLGDWH WKH WRSLFV LGHQWLILHG 79D\QVWHREMHGIWRBOVRPSDFWY ULVNV DQG
FRQVLGHUHG WKLUG SDUW\ VWDQGDUGV ZLR&SRKWXKQ I$W Ip)/c TRMHNVH ZHUH JURXSHG LQ
RSHUDWLQJ FRPSDQLHV FRPSO\ H J ,$37$DVXYWDLROENQWWOWRSLFV DFURVV WKH WH(
$VVHVVPHQW ,(QYS$ VWDQGDUGV DV GHILQHG E\ WKH (656

7KH ,$* 6 XVWDLQDELOLW\ WHDP UHYLHZHG WKH ILQGLQJV DQG
VXVWDLQDELOLW\ WRSLFV ZHUH GHILQHG DQG DOLJQHG ZLWK WKH &65"
WRSLFV 7KLV OLVW ZzDV SUHVHQWHG WR WKH 6DIHW\ (QYLURQPHQW
DQG &RUSRUDWH 5HVSRQVLELOLW\ &RPPLWWHH QRZ WKH
(QYLURQPHQW DQG &RUSRUDWH 5HVSRQVLELOLW\ &RPPLWWHH

(3]

$VVHVVPHQW RI ,52V

,PSDFW PDWHULDOLW\ JLQDQFLDO PDWHULDOLW\
7UDQVFHQGHQW OHG D FRQVXOWDWLRQ H[HUKLYHDMVIHMMA QW ZDV SHUIRUPHG WRS GR.
TXHVWLRQQDLUH WR PRUH WKDQ  VXEMHFWVKHiW VEHR) HPOIREW YV (DPURYE 6 XVWDLQDELOLYV
,$* DQG LWV RSHUDWLQJ FRPSDQLHV LQFOXGL H
IURP WKH 6XVWDLQDELOLW\ 3HRSOH *RYHU&LP\%%\Q%ﬁﬁlg;‘\EWgWLHV ZHUH VERUHG
(50 &XVWRPHU DQG /HJDO WHDPV R Y SRR D) R
PDWHULDOLW\ 7KH ILQDQFLDO PDWHULDOL'
,$* XWLOLVHG D SRLQWV EDVHG VFRULQJ VBRRE P WK EHBWHKOLEDHGLWXGH RI ILQDQFLDO
WRbLWV (50 ULVN DVVHVVPHQW (DFK LPSDFWKYIRXIK FK® YEHFWRPUHYHQXH FDSLWDO
FULWHULD WR LQIRUP WKH VHYHULW\ DQDORVYLRSBoBWMERH §[SHEOELWXWH DQG WKH SU
Rl RFFXUUHQFH ZDV VFRUHG DV D SHUFHQWDBRF&EXNWYWHIAKFRRAXVLQIJbWKH VFRULQJ V\VW
,PSDFWV VFRUHG DJDLQVW &65' HYDOXDWLRRUFWKWHBSH FRDRPWHULDOLW\ DVVHVVPHQ
RQbWKH DVVHVVPHQW RI WKH VFDOH WKH RA¥HOH @& \WR WKPIVFOWUWHIOAM DVVHVVPHQW

RU IXWXUH LPSDFW VFRSH QXPEHU RI LQG Elv P g Wi PDWHULDOLW!
F%E g%% | (g”_bYHUDJH ZLWK \
VAR oy

DIIHFWHG LUUHPHGLDELOLW\ OLPLW LQ %}5@5 g/
|
!h? L KLIKHVW LPSDFW

WKH DITHFWHG VLWXDWLRQ DQG SUREDEL NESY,
HDFK LPSDFW 7KH LPSDFW PDWHULDOLW\

DV DQ DYHUDJH ZLWK WRSLFV EHLQJ UHSUXMH®WY ® BWWKHIMHQWO\ FRYHUHG E\ ,$*DV
KLIKHVW LPSDFW VFRUH DVVHVVPHQW DQG IRU RSSRUWXQLWLHV Z|

LILFDWLR RI WKH EHQHILW RI DF\
1HJDWLYH LPSDFWV FRQFHUQ DQ\ QHJDWLY?—E< B% \Q/VPHQW ZDVQPDGH XVLQ.
UHSXWDWLRQDO RU YDOXH FKDLQ HIIHFWVIL Q|-I1l}|_ B g% DWLRQ ’
RSHUDWLRQV

3RVLWLYH LPSDFWV UHIHU WR WKH EHQHILFLDO HIIHFWV WKDW
DbFRPSDQ\DV RSHUDWLRQV KDYH RQ VRFLHW\ DQG WKH
HQYLURQPHQW 3RVLWLYH LPSDFWV FDQ LQFOXGH HQYLURQPHQWDO
EHQHILWY VXFK DV WKH UHGXFWLRQ RI FDUERQ HPLVVLRQV
LPSURYHPHQW RI ELRGLYHUVLW\ RU HQKDQFHPHQW RI HPSOR\HH
ZHOOEHLQJ ZKLOH VRFLDO EHQHILWV LQFOXGH WKH FUHDWLRQ
RIbKLJK TXDOLW\ MREV VXSSRUW IRU GLVDGYDQWDJHG UHJLRQV
RUbBFRPPXQLW\ HQJDJHPHQW LQLWLDWLYHV

— 0
'"HWHUPLQDWLRQ DQG FRPPXQLFDWLRQ RI PDWHULDO WRSLFV

$ FHQWUDO JURXS RI ,$* H[SHUWV UHSUHVHQWLQJ WKH ,$* )LODQFH (50 DQG 6XVWDL
&KLHIb)LQDQFLDO DQG 6XVWDLQDELOLW)\ 2IILFHU HYDOXDWHG WKH UHVXOWYV RIbWKH
VHOHFWHG CFULWLFDOD DV WKH DSSOLFDEOH WKUHVKROG IRU PDWHULDO LVVXHV XQ
FODVVLILFDWLRQ RIbCFULWLFDOD LQ ,$*DV (50 ULVN DVVHVVPHQW GHILQLWLRQV 7KL
WRSLF WKDW VFRUHG DV CFULWLFDOD EDVHG RQ LPSDFW PDWHULDOLW\ ILQDQFLDO
WKLVbVWDWHPHQW 7KH ILQDO UHVXOWY RI WKH GRXEOH PDWHULDOLW\ DVVHVVPHQW
E\bWKH ,$* (QYLURQPHQW DQG &RUSRUDWH 5HVSRQVLELOLW\ &RPPLWWHH DQG $XGLW
1RYHPEHU ,$* PHW ZLWK LWV (XURSHDQ :RUNV &RXQFLO RQ 1RYHPEHU WR S
PDWHULDOLW\ DVVHVVPHQW ZDV FRQGXFWHG DQG WKH PDWHULDO WRSLFV LGHQWLIL

>




$QQXDO UHYLHZ RI WKH GRXEOH PDWHULDOLW\ DVVHVVPHQW ILQGLQJV
'XULQJ WKH ,$* VXVWDLQDELOLW\ WHDP UHYLHZHG WKH ILQGLQJV RI WKH GRXEOH PDWH
RIbDQDO\VLYVY SURYLGHG E\ HHWHUQDO H[SHUWLVH 7UDQVFHQGHQW 7KH UHYLHZ LQYROYHG WHK

$VVHVVPHQW RI JOREDO WUHQGV LQ DIIHFWLQJ WKH GRX
LQFOXGLQJ XSGDWHV WR UHJXODWLRQ DQG D SHHU EHQFKPI
2XU REMHFWLYH ZDV WR FRQGXFW D UHYLHZ RI WKH GRXEOH PDWHULDO
UHOHYDQFH DQG LGHQWLI\ DQ\ QHZ ,52V RU ,52V WKDW UHTXLUH UHDVVHVYV

7R GR WKLV WKH DVVHVVPHQW FRPSULVHG RI WKUHH LQSXWYV

EOH PDW
DUNLQJ D

LW\ DVVHV)
PHQW

%RWWRP XS LQWHUQDO ZRUNVKRS ZLWK VXVWDLQDELOLWR U [\WHKHWWR OWRHB W
RIbLQVLIJKWYV IURP WKH GLIITHUHQW RSHUDWLQJ FRPSDQ\ UHSUHVHQWDWLYH
VXVWDLQDELOLW\ H[SHUWV IURP RSHUDWLQJ FRPSDQLHV WR LGHQWLI\ FXU
E\ VXVWDLQDELOLW\ WHDPV DFURVV WKH *URXS LQ WKH SDVW PRQWKYV

*OREDO WUHQGV DQG XSGDWHW IRQNGIDWRDWLRIXREDO DQG LQGXVWU\ WUHQ
DQG VXVWDLQDELOLW\ HIITRUWYV 7UDQVFHQGHQW LGHQWLILHG SRWHQWLDO
GRXEOH PDWHULDOLW\ DVVHVVPHQW UHVXOWY FRPELQLQJ DQDO\VLV RI SX
VXVWDLQDELOLW\ FROOHDJXHYV

*OREDO WUHQGYV LGHQWLILHG ZHUH UHODWHG WR JHRSROLWLFDO WHQVLRQ
WHFKQRORJLFDO GLVUXSWLRQV

$Q DQDO\VLV RI UHIJXODWLRQV DIIHFWLQJ ,$* DQG LWV RSHUDWLRQV FRQVLG

ZKLFK SURSRVHV D WZR SKDVH VLPSOLILFDWLRQ WR FRUSRUDWH VXVWDLQD

ZDV DOVR JLYHQ WR WKH FRPSHWLWLYHQHVV RI DLUOLQHV LQ (XURSH IURP
VWXGLHV SXEOLVKHG LQ

3HHU EHQFKPDUN RQ
UHVXOWV EHWZHHQ ,$* DQG LWV SHHUV WR LGHQWLI\ UHSRUWLQJ GLIIHUHQ

GRXEOHJPQWHHQOBOW\SUHVHQWHG DQ DQDO\VLV R

YRH)Z ,52 GH
V 7UDQVFI
UJHQW SULR

GV DIIHFW
GULYHUV R
EOLF PDWH

V HFRQRP/|

HUHG WKH
ELOLW\ UH
FOLPDWH ¢

I WKH GRXI
FHV

(2]

7TRS GRZQ UHYLHZ RI
6XVWDLQDELOLW\

ILQGLQJY DQG SURSRVDO GHYHORSPHQ

W

J)LQDQFH DQG (50 WHDPV UHYLHZHG WKH HYLGHQFH SUHVHQWHG E\

ZRUNVKRS ZLWK VXVWDLQDELOLW\ FROOHDJXHV IURP WKH *URXSDV RSHUDWLQJ FRPSD

WR WKH ,$* $XGLW DQG &RPSOLDQFH &RPPLWWHH

2QH QHZ LPSDFW ZDV LGHQWLILHG C%LRGLYHUVLW\ ORVV IURP 6%) SURGXF
DORQJ ZLWK WZR QHZ ULVNV C&KDQJHV WR 6$) PDQGDWHVD DQG C/DFN RI
KRZHYHU WKHVH ZHUH QRW DVVHVVHG DV PDWHULDO 5HIHU WR VHFWLRQ C(

WLRQD D Q
SROLF\ VX¢
&OLPDWI

RI WKLV 6XVWDLQDELOLW\ VWDWHPHQW IRU PRUH LQIRUPDWLRQ

BURSRVDO RI ILQGLQJV IRU ERDUG DSSURYDO

7KH ILQDO UHVXOWYV RI WKH UHYLHZ SURSRVHG QR FKDQJHV WR WKH PDWHULDO ,52V L
PDWHULDOLW\ DVVHVVPHQW 7KLV VFRSH ZDV DSSURYHG E\ WKH ,$* $XGLW DQG &RPSO

,$* PHW ZLWK LWV (XURSHDQ :RUNV &RXQFLO RQ 1RYHPEHU WR SUHVHQW WK
WKH GRXEOH PDWHULDOLW\ DVVHVVPHQW
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5HVXOWY RI WKH GRXEOH PDWHULDOLW\ DVVHVVPHQW
JLYH RI WKH WRSLFDO (6* VWDQGDUGY DV GHILQHG E\ WKH (656 KDYH EHHQ LGHQWLILHG DV P
WKH EDVLV IRU WKH GLVFORVXUH UHTXLUHPHQWY SURYLGHG LQ WKLV 6XVWDLQDELOLW\ VWDW/|

( (QYLURQPHQW 6 2ZQ ZRUNIRUFH 6 :RUNHUV * % XVLQHVV FR(
LQ WKH YDOXH \%

K&OLPDWH FKDQJHK'LYHUVLW\ DQG LQFOXVIHRVSRQVLEOHK&XVWRPHU K&RUSRUDWH JRYHUQD
DQG HPLVVLRQV K5HPXQHUDWLRQ DQG VXSSO\ FKDLQ H[SHULHQFH K(WKLFDO EXVLQHVV D!

PDQDJHPHQW ZRUNLQJ FRQGLWLRQV UHJXODWRU\ FRPSOLL
K(PSOR\HH DWWUDFWLRQ KORGHUQ VODYHU\ DQG
UHWHQWLRQ DQG HQJDJHPHQW KXPDQ WUDIILFNLQJ

K(PSOR\HH KHDOWK DQG VDIHW\

ODWHULDO VXVWDLQDELOLW\ UHODWHG ,52V
/IRFDWLRQ LQ

7TRSLF 1DPH RI ,52 ,52 WKH YDOXH FKDLQ
® (QYLURQPHQWDO
&OLPDWH FKDQJH (RQ®VLRQV RBBRSH DQG IURP DLU RSHUDWLRV 2ZQ RSHUDWLRQV
HPLVVLRQV PDQDJHPHQW
(PLVVLRQV UHGXFWLRQ WKURXJK WKH XVH RI 69) 2ZQ RSHUDWLRQV
DQG XSVWUHDP
(PLVVLRQV UHGXFWLRQ WKURXJK IOHHW UHQHZgp 2ZQ RSHUDWLRQV

(PLVVLRQV RIIVHW WKURXJK SDUWLFLSDWLRQ LOPDUNHWZIZII?\/RSHRJ-D:W/D@Q-I\X/
DQG XSVWUHDP

® 6RFLDO LQWHUQDO

(PSOR\HH DWWUDFWER®\HH HQJDJHPHQW DQG DGYRFDF\ (i 2ZQ RSHUDWLRQV
UHWHQWLRQ DQG
HQJIDJHPHQW 2UJDQLVDWLRQDO FXOWXUH DQG VHQVH RI EHO@RILQJ 2ZQ RSHUDWLRQV
"LYHUVLW\ ,QFOXVLYH FXOWXUH (i 2ZQ RSHUDWLRQV
DQG LQFOXVLR

Q Q Q | YHUVH ZRUNIRUFH (i 2ZQ RSHUDWLRQV

(TXDO RSSRUWXQLWLHV DQG HTXLW\ IRU DOO @ 2ZQ RSHUDWLRQV

(PSOR\HH KHDOWK(PSOR\HH KHDOWK DQG VDIHW\ (i 2ZQ RSHUDWLRQV
DQG VDIHW\
5HPXQHUDWLRQ D@BFLDO GLDORJXH DQG FROOHFWLYH EDUJDLQL@E) 2ZQ RSHUDWLRQV

ZRUNLQJ FRQGLWLR?V
)DLU VXVWDLQDEOH DQG FRPSHWLWLYH WHUPVﬂQG FROQARAMLRYNUDWLRQV

&XVWRPHU H[SHUL&RE@HFWLQJ SHRSOH EXVLQHVVHV DQG FRXQWELHV 'RZQVWUHDP
(QKDQFHG FXVWRPHU H[SHULHQFH WKURXJK LQ@VWPHQW RRQYMAEBDRGXFW\
(QKDQFHG FXVWRPHU H[SHULHQFH WKURXJK OR{@OW\ SURIRDPPHYHDP

,QIRUPHG FXVWRPHU GHFLVLRQV (i 'RZQVWUHDP
® %XVLQHVV FRQGXFW
(WKLFDO EXVLQHVYUR@GIFWLRQ RI ZKLVWOHEORZHUV (i 2ZQ RSHUDWLRQV
UHJXODWRU\ FRPSOLDQFH DQG XSVWUHDP
ORGHUQ VODYHU\ DRGHUQ VODYHU\ DQG KXPDQ WUDIILFNLQJ (i 2ZQ RSHUDWLRQV
KXPDQ WUDIILFNLQJ DQG XSVWUHDP
5HVSRQVLEOH VXSHOAXUDQFH RI HWKLFDO SUDFWLFHV RI VXSSOLI@V 8SVWUHDP

FKDL
Q 8QIDYRXUDEOH ZRUNLQJ FRQGLWLRQV LQ WKH \oSSO\ FKDAS)YWUHDP

'LVSDULWLHV LQ WUHDWPHQW DQG RSSRUWXQL-HV DPR@SVWSSDIPHU ZRUN|
9LRODWLRQ RI KXPDQ ULJKWV VWDQGDUGV ZLW{|fQ VXSSO8SPKDURY P
&RUSRUDWH JRYHB®DWPHQDELOLW\ HPEHGGHG LQWR RYHUDOO EXJLQHVV VWADWSHUDWLRQV
BURYLVLRQ RI LQWHUQDO VXVWDLQDELOLW\ JRPUQDQFH ERG REHUDWLRQV
JLQDQFLDO PDQDJHPHQW LQFHQWLYHV OLQNHG @R FDUERRZRIRFHHRWLRQV

© 3RVLWLYH LPE)FWHIDWLYH LP)FINSSRUWXQLWLVN



(QYLURQPHQW 30DQHW

O (QYLURQPHQW 30ODQHW

(8 7D[RQRP\ 5HIXODWLRQ
5HIHU WR WKH DSSHQGL[ WR WKLV 6XVWDLQDELOLW\ VWDWHPHQW IRU GLVFORVXUHV XQGHU 5H.
(656 ( & OLPDWH FKDQJH

6%0 ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHY DQG WKHLU LQWHU
,PSDFW ULVN

7RSLF 1DPH RUbBRSSRUWX@EWLSWLRQ /IRFDWLRQ

® (QYLURQPHQWDO

&OLPDWH FKD@IWVLRQV R6RRSH DQ 7KH UHOHDVHIRRRRERPEXVWLRQ RI IRVVLO IXHOV DQG 6$22QRPSBRDWDRAQV
DQG HPLVVLRQWRP DLU RSHUDWLRQV RSHUDWLRQ RI DLUFUDIW HQJLQHV JHQHUDWHG GXULQJ WD[L WDNH RII FUX
PDQDJHPHQW DVbZHOO DV RSHUDWLRQ RI WKH DX[LOLDU\ SRZHU XQLW $38 LQ IOLJKW FRC

LQFUHDVH RI JUHHQKRXVH HPLVVLRQV JOREDOO\ ZKLFK FRQWULEXWH WR JO
DQG UHSUHVHQWY D QHJDWLYH LPSDFW RQ WKH HQYLURQPHQW

(PLVVLRQV UHGXFWLR KURXJK 6$) GHULYHG IURP UHQHZDEOH VRXUFHV VXFK DV ELRPDR2Z\Q RBMWBWIRQWV RU

WKH XVH RI 6%) SURFHVVHV RIIHUV D PRUH VXVWDLQDEOH DOWHUQDWL DH) & R SN\RQYHDQRVLR QD
IXHOV %\ LQWHJUDWLQJ 6%) LQWR LWV IXHO VXSSO\ FKDLQ ,$* FDQ UHGXFH
RQbIRVVLO IXHOV DQG ORZHU LWV FDUERQ IRRWSULQW WRZDUGV PHHWLQJ W
LWV J)OLJKWSDWK 1HW =HUR VWUDWHJ\

(PLVVLRQV UHGXFWLRQ, KURXJK %\ UHSODFLQJ ROGHU OHVV IXHO HIILFLHQW DLUFUDIW ZZQ R QHZBIW LFRRG/H OV

IOHHW UHQHZDO UHGXFH LWV FDUERQ HPLVVLRQV DV WKHVH QHZHU DLUFUDIW W\SLFDOO\ IHE

WHFKQRORJLHY DQG DHURG\QDPLF GHVLJQV WKDW UHVXOW LQ LPSURYHG IX*t
(PLVVLRQV RIIVHW WK UZ¥JK 3DUWLFLSDWLRQ RI JURXS DLUOLQHV LQ PDUNHW EDVHG2R& RSHUDW VKGK DV
SDUWLFLSDWLRQ LQ PD@RHW EDVHG8.b(76 DQG WKH &256,3 KDV UHVXOWHG DQG ZLOO FRQWDQEBHXWRWILHHDFOW LQ
PHDVXUHV RI ILQDQFLDO IXQGV WR VXSSRUW FDUERQ UHGXFWLRQ PHDVXUHV &256,$ RII

UHTXLUHPHQWY ZLOO DOVR HQDEOH *URXS DLUOLQHV WR SURFXUH FDUERQ F
SURMHFWYV ZLWK DGGLWLRQDO VRFLDO EHQHILWY 7KH *URXSDV KHGJLQJ VW
FDUERQ FUHGLWYV WR EH SXUFKDVHG IRU IXWXUH \HDUDV REOLJDWLRQV DFF
HPLVVLRQ UHGXFWLRQV &DUERQ PDUNHW FRPSOLDQFH REOLJDWLRQV DSSO\
IXHO SURGXFWLRQ DV ZHOO DV *URXS DLUOLQHV 5HIHU WR ( IRU GHWDLOV
SURYLGHG WR ,$* WKURXJK WKH (8 )XHOV (OLJLEOH IRU (76 6XSSRUW )((76
SURJUDPPH

© 3RVLWLYH LPE)FWHIDWLYH LPSDFW

6WUDWHJ\

( = 7TUDQVLWLRQ SODQ IRU FOLPDWH FKDQIRDBPWSE MDRVQRE JHUR
,$* LV WDUJHWLQJ QHW JHUR HPLVVLRQV E\ Y OFKWRV S KW LYKRISHXSGDWHY WR LWV URDGPDS \
DQG HPLVVLRQV C1HW JHURD PHDQV DQ\ UH]\R_[IIXURJleFP'ILW\ZHRJBWFLLR/R/LRQV E\ HYHU\ \HDU

,$*DV RSHUDWLRQV LQ DQG ,$*DV VKDUH RI vv \L¢ P L
YDOXH FKDLQ DFWLYLWLHV ZLOO EH PLWLJDW %Pﬁ@ FQ\?}U_ UEEVEFB%@ HQWVDSV"(T{U\;EVJ F\eNll

RI & 2UHPRYHG IURP WKH DWPRVSKHUH YLDbFD GbEHIRUH DEWLYLW\ OHYHOV ZHU}

,$*DV 6FRSH HPLVVLRQV QHW ]JHUR WDUJHV\&ZSD.V LQS(D}QSBH{?CHFIQWO\
DVVHVVHG E\ WKH 7UDQVLWLRQ 3DWKZD\ ,QLWL Y
DV n& DOLJQHG DQGbRXU PHGLXP WHUP WHHUR DQG LWV DVVRFLD]
Db UHGXFWLRQ LQb6FRSH HPLVVLRQV E\ é(UHH Lo BXvlosvy s00og
BV 7HOO EHOR 7 8 ZLWKLQ WKH *URXSDV XSG
n& DOLJQHG 7KH 73, DVVHVV . ah e MR ORI SPY x5S
WKHbPLOHVWRQHV LQ WKHb ,$* URDGPDS ZL YV WG AR (

SDWKzZD\ PRGHOOHG E\ WKH ,QWHUQDWLRQDO 7QHULJR|$GPP©S\DQ$'R IRUPV D NH\ SDUW RI ,$*DV H
WDNLQJ UHPRYDOV FRPPLWPHQWYV LQWR DFFRXQWWDLQDELOLW\ FRPPLWPHQWY DV GHWDLOHG

,$* LV ZRUNLQJ WR GHOLYHU LWV DQQXDO Vo'V DL QRA EHWH SROLFA

WDUJHWY E\ FDUU\LQJ RXW HPLVVLRQ UHGXFW3RRJIUR VW LWPRVADUHIN CRIONYRULQJI HPLVVLRQ UHG X
LQ FROODERUDWLRQ ZLWK NH\ VWDNHKROGHUV DQ&b®RRD AMRILHEIOWRGRRER WS PNV VXVWDLQDELOLV
IRU VXSSRUWLYH JRYHUQPHQW SROLF\ DQG WHF$QWR\X@HWMMUQWXFWLRQ SURJUHVV DUH \

'H\ PHDVXUHV DQG DVVXPSWLRQV PRGHOOHG HP%\EW |H DV HQY;;’FSS:QDV:’(DD(EOVDXEVS‘
LQFOXGH IOHHW PRGHUQLVDWLRQ DQG RSHUD N \(/\%HHW
ZKLFK IDOO ZLWKLQ RXU RSHUDWLRQDO FRQWURO WKH XVH RI 6$) SDUWLFLSDWLRQ

LQ PDUNHW EDVHG PHDVXUHV DQG XVH RI FDUERQ UHPRYDOV ZKLFK
GHSHQG RQ DYDLODEOH SROLF\ VXSSRUW DQG PDUNHW FRQGLWLRQYV

73,DV PHWKRGRORJ\ WR DVVHVV QHW JHUR WDUJHWYV IRU WKH DYLDWLRQ VHFWRU LQYROYHV FRQYHUWLQJ H
JUDPV RI &MU UHYHQXH WRQQH NLORPHWUH 73, UHFDOFXODWHY WDUJHWV VHW E\ ,$* XVLQJ WKHLU PHWKR
ZLGH SDWKZD\V PRGHOOHG E\ WKH ,($
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6FRSH FDUERQ HPLVVLRQV UHGXFWLRQ URDGPDS
7KH 6FRSH HPLVVLRQV URDGPDS EHORZ LV WKH ODWHVW FRUH *URXS VFHQDULR

XSGDWHV DQG DVVXPSWLRQV
'XULQJ ZH KDYH PDGH XSGDWHV WR UHIOHFW WKH UHFRYHU\ RI SDVVHQJHU GHPDQG WR SUF
LVbDOLJQHG ZLWK WKH ORQJ WHUP JURZWK IRUHFDVWYV GLVFORVHG LQ QRWHV DQG RI WKH
LQFOXGH D FRPELQDWLRQ RI ,$*DV VKDUH RI PDQGDWHY RQ IXHO VXSSOLHUV WR VXSSO\ 6%) LQ

RXU DQG JRDOV 7KH YROXPH RI FDUERQ UHPRYDOV XVHG EHIRUH LV DOLJQHG WR IX\
FRPSOLDQFH REOLJDWLRQV LQ WKH 8. (76 (8 (76 DQG WKH &256,$ 7KH UROH RI DLUVSDFH PRGH
DLUFUDIW KDV EHHQ UHGXFHG WR WR UHIOHFW WKH ODWHVW UHJXODWRU\ XSGDWHV DQG V

.H\ VHQVLWLYLWLHYV

,Q FUHDWLQJ WKLY URDGPDS WKH *URXS KDV DSSOLHG DVVXPSWLRQV UHJDUGLQJ PDUNHW FRC
7KHVH DVVXPSWLRQV DUH RXWVLGH RI FRQWURO RI WKH *URXS DQG PD\ LPSDFW WKH GHOLYHU
7KH *URXS WKHUHIRUH UH HYDOXDWHYV LWV DVVXPSWLRQV RQ DQ DQQXDO EDVLV DQG XSGDWH\
FOLPDWH UHJXODWLRQ PXVW XSKROG WKH JOREDO FRPSHWLWLYHQHVY RI DOO DLUOLQHV 7KL\
WRbUHGXFH FDUERQ HPLVVLRQV DORQJVLGH LQFHQWLYHV WKDW VXSSRUW WKH GHOLYHU\ RI H

7KH HPLVVLRQV PRGHOOHG XQGHU RXU GHPDQG JURZWK VFHQDULR UHIOHFW WKH W\SLFDO WLF
DVVRFLDWHG CORFNHG LQD HPLVVLRQV DWWULEXWHG WR I0O\LQJ DFWLYLW\ ZLWK WKHVH DVVHW
7KLV LV FRQQHFWHG WR RXU DVVXPSWLRQV RQ IOHHW UHQHZDO ZKHUH D JUDGXDO FRQWLQXHG
WKDQ WKH DLUFUDIW WKH\ UHSODFH 7KHVH DVVXPSWLRQV DUH JXLGHG E\ WKH GHOLYHU\ WLI
DQGbVWDWHPHQWY PDGH E\ DLUFUDIW PDQXIDFWXUHUV

,$* 6FRSH HPLVVLRQV URDGPDS WR QHW JHUR
PLOOLRQ WRQUIHY &2

3HUFHQWDJHH&EXFWLRQV
63$) LV RI IXHO LQ

M 1HZ DLUFUDIW DQG RSHUDWLRQDO HIMFBEHRQF\
1HW UHGXFWLRQV (76 UHPRYDOV &Z 63HWHBREGRPWLRQV (76 DOORZDQFHV &256

= = 1HW HPLVVLRQV = *URVV HPLVVLRQV
— 'HPDQG JURZWK ® .$* QHW JHUR WDUJHW
- JURVV HPLVVLRQV QHW HPLVVLRQV

&DUERQ UHGXFWLRQ OHYHUV LQ ,$*DV WUDQVLWLRQ SODQ LQFOXGH

( $FWLRQV DQG UHVRXUFHY LQ UHODWLRQ WR FOLPDWH FKDQJHbSROLFLHYV

([SHFWHG ([SHFWHG
&DUERQ UHGXFWLRQ ([DPSOHV Rl YHQWXUH FRQWULEXWLRGRQRVULEXWLRQ W
OHYHU LQ WUBIQMUWIRIQW RSHUDWLRQDO H[SHQGLWXUHV RU@EDHSLWDQMSHQGLWX¥BREH HPLVVBRESH HPLVVLRQV
SoODQ UHTXLUHG IRU LPSOHPHQWDWLRQ RI SODQ NH\ LQQRYDWLRQ SDUWHBHKFWLRQV LQHGXFWLRQV LQ
1HZ DLUFUDS$WLY LQYHVWLQJ DWERX®ERQ EHWZHHEOHURSYLD K\GURJHQ
DQG RZQ DQG IRUQHZ HIILFLHQW $LUEXV D Q5L BRMHRIW PDQXIDFWXUHU
RSHUDWLR@@VYUFUDIW 30OHDVH UHIHU WR QRWHb »&H QW H G RQNWR OIXEHIDW H G

ILQDQFLDO VWDWHPHQW IRUbPRUH L Q PROWDIWPRIQW VRIWZDUH

6%) ,$* FRQWLQXHV WR PDNH LQYBHJWPHQWYHIBWWR VHFWLRQ (
SURGXFWLRQ FDSDFLW\ ,Q 6HSWHPEHIRU GHWDLQYHIWXY 6$)
DORQJ\R@ARUOG DOOLDQFH PHPEHU D ISDQMIPINUNEL SV
%UHDNWKURXJK (QHUJ\ 9HQWXUHYV % (9 WR ODXQFK D QHZ
LOYHVWPHQW IXQG GHVLJQHG WR DGGUHVV WKH OLPLWHG
DYDLODELOLW)\ DQG KLJK FRVW Rl WRGD\@V 6%)

&DUERQ ,Q %ULWLVK $LUZD\V ZRUNHG ZLWEKS8BSHPEBWKERQ UHPRYDO

UHPRYDOV RIb6XVWDLQDEOH $YLDWLRQ WR GHYHSBBWIRDIGYDQFHG
PDUNHW VLIJQDO SXUFKDVH IRU FDUERQ UHPRYDOV WR
VXSSRUWbIXUWKHU GHYHORSPHQW

ODUNHW EDMH® LQYROYHV WKH SXUFKDVH RI FDWERQ 2B 0O ORAD/MFPNUD Q G A
PHDVXUHV RIIVHW FUHGLWV WR PHHWbRXU FDUERQI?BWMWHW J®E O DIDI\RURQ V
DQGbFDUER®G YROXQWDU\ VFKHPHYV

RITVHWWLQJ




6FRSH FDUERQ HPLVVLRQV UHGXFWLRQ URDGPDS

,$* H[SDQGHG LWV FRPPLWPHQW WR GHOLYHU QHW JHUR HPLVVLRQV E\ WR LQFOXGH 6FRSH
ZKLFK UHSUHVHQW DSSUR[LPDWHO\ Rl ,$*DV WRWDO HPLVVLRQV IRRWSULQW 7KH PDMRULW\
IXHO SURGXFWLRQ 6FRSH DQG SXUFKDVHG JRRGV DQG VHUYLFHV 6FRSH DVVRFLDWHG Z

XSGDWHV DQG DVVXPSWLRQV
,$*DV 6FRSH URDGPDS EHORZ LV FUHDWHG XVLQJ GHPDQG JURZWK DVVXPSWLRQV DOLJQHG WEF

2XU YLHZ RI FDUERQ UHGXFWLRQV LQ RXU VXSSO\ FKDLQ LV IRUPHG IURP D OLWHUDU\ UHYLHZ |
RQ WKH HPLVVLRQ FDWHJRULHYVY WKDW UHSUHVHQW WKH PDMRULW\ RI 6FRSH HPLVVLRQV OLV

DOLJQHG WR ,$*DV 6%$) H[SHFWDWLRQV DQG FRUUHVSRQG WR D GHFUHDVLQJ YROXPH RI HPLVVL
MHW NHURVHQH

JRU UHVLGXDO 6FRSH HPLVVLRQV IURP VKDUH RI VXSSO\ FKDLQ HPLVVLRQV ZH H[SHFW WR XV
H[SHFWV WR XVH WRZDUGV PLWLJDWLQJ UHVLGXDO HPLVVLRQV IURP LWV GLUHFW RSHUDWLRQ\

.H\ VHQVLWLYLWLHYV

2XU PRGHOOLQJ RI FDUERQ UHGXFWLRQV LQ RXU VXSSO\ FKDLQ LV DOLJQHG WR WKH SROLF\ VX
7KHbXVH Rl FDUERQ UHPRYDOV WR PLWLJDWH UHVLGXDO HPLVVLRQV IURP RXU VKDUH RI VXSSO
FRQGLWLRQV DQG DSSURSULDWH JRYHUQPHQW SROLF\ VXSSRUW

,$* 6FRSH HPLVVLRQV URDGPDS WR QHW JHUR
PLOOLRQ WRQQHM &2

M &DUERQ UHGXFWLRQV LQ RXL VXIBIRRFRKDH@RYDOV
= = 1HW HPLVVLRQV — 'HPDQG JURZWK
= *URVV HPLVVLRQV - HPLVVLRQV

&DUERQ UHGXFWLRQ OHYHUV LQ ,$*DV WUDQVLWLRQ SODQ LQFOXGH

( 7DUJHWV UHODWHG WR FOLPDWH FKDQJH PLWLIJDWLRQ DQG DGDSWDWLRQ

([SHFWHG ([SHFWHG
FRQWULEXWLRGRQRVULEXWLRQ W
([IDPSOHV RI YHQWXUBFRSH JURVVGB6FRSH JURVYV
&DUERQ UHGXFWBERDQQHYHWQW RSHUDWLRQDO H[SHQGLWXUHV R U GDS\LWBHQM[S NG LW X UHRLVVLRQV HPLVVLRQV
LQ WUDQVLWLRQ BOIXQ UHG IRU LPSOHPHQWDWLRQ RI SODQ LQQRYDWLRQ SDUWRGXFWLRQV LWHGXFWLRQV LQ
&DUERQ UHGXKWLR®Y VXSSOLHUV WKRVH ZKLFK UHEGRRP\DHEQW WKH
LQ RXU VXSSO\*URXSDV KLJKHVW VSHQG DQG RSHUDBX\R@HYVFULWLFDOLW\
FKDLQ KDYH VXEPLWWHG VFRUHFDUGYV RQ (&*% 8 WWDILIRQUIPEDLGHAHV \
K6XSSOLHU FRQWUDFW FODXVH RQ VXVBAULQDELOLW\
K'HYHORSLQJ WKH PHWKRGRORJ\ IRU 6BR/$IH)VKIDGERQ
HPLVVLRQV PHDVXUHPHQW LQ SDUWQH®RMKWLISRDMV K
:DWHUVKHG WR SULRULWLVH FDUERQUUBRYPAWOQRQ HIIRUWYV
DFURVV WKH YDOXH FKDLQ SODWIRUP
K3XUFKDVH DJUHHPHQWYV IRU WKH XVH RI 6$%$) UHIHU WR
WKH 6FRSH HPLVVLRQV URDGPDS ZLOO UHGXFH OLIHF\FOH
DQDO\VLYV /&% HPLVVLRQV DVVRFLDWHG ZLWK IXHO
SURGXFWLRQ DV LW OHDGV WR D FRUUHVSRQGLQJ UHGXFWLRQ
Rl SURGXFWLRQ RI IRVVLO IXHO MHW NHURVHQH

&DUERQ UHPRY¥BI®MW WR WKH 6FRSH HPLVVLRQV URBBPDFDUERQ
UHPRYDO SODWIRUP
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,PSDFW 5LVN DQG 2SSRUWXQLW\ ODQDJHPHQW

&OLPDWH UHODWHG ILQDQFLDO GLVFORVXUHYV

&OLPDWH UHODWHG DQDO\VLV VXPPDU\

,$* DSSOLHV WKH 7&)' JXLGDQFH LQ DFFRUGDQFH ZLWK /LVWLQJ 5XOH ZKLFK GHILQHV WKH L
5HSRUW DQG $FFRXQWV ,$* KDV DOLJQHG LWV FOLPDWH ULVN GLVFORVXUHV ZLWK WKH (656 IU
DQG VWDQGDUGY DYDLODEOH XQGHU WKH ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGYV
WKH 7&)' UHFRPPHQGDWLRQV LQ -XO\ DV ZHOO DV WKH 8.DV /LVWLQJ 5XOHV

*RYHUQDQFH 6WUDWHJ\ 5LVN PDQDJHPHQW OHWULFV DQG WDU

'LVFORVH WKH RUJDQLVDWIRMHWKH DFWXDO'DVF®O RVH KRZ WKH RUJDYEORWHRWKH PHWULFV
JRYHUQDQFH RQ FOLPDSWWHQWLDO LPSDFWV RGHQWADMWHY DVVHVVHDOD Q@QEWCWVWDUJIHWY XVHG WR D
UHODWHG ULVNV DQG RSHSERDWHK@ LWL NVHNY DQG REBERLIVAXQRWIADMWH UHODWEH BDWIDVIMVUHOHYD QW

RQ WKH RUJDQLVDWLRQDV F@P DWW LHDVMAG UMNV DQG
EXVLQHVVHV VWUDWHI\ DQG RSSRUWXQLWLHYV ZKHUH V
ILOQDQFLDO SODQQLQJ ZKHUH VXFK LQIRUPDWLRQ LV PDWHULL

LQIRUPDWLRQ LV PDWHULDO

&XUUHQW DFWLYLWLHYV

%RDUG RYHUVLIJKW YLDHOLYHULQJ WKH )OLJKB)SDODMWKLQDEOH DYLDWLRQ ULVNV
(QYLURQPHQW DQG &RUSRVUIDWHR VWUDWHI\ DRBHbWUHDWHG DV D SULQFLSDO ULVN
5HVSRQVLELOLW\ &RPPODWIVGIHHUVKLS .3,V RQHDDRQ@GHJIXODUO\ UHYLHZHG ZLWKLQ
DQGb$XGLW DQG &RPSONBPQHH \HDU ILQDQFLD@5D@IJRFHVVHV ,$* XVHV

&RPPLWWHH UREXVW JEXWULQBYNFHSODQV WKDW XDWHUWDWHYH PRGHOOLQJ

GRXEOH PDWHULDOLW\\DWMDINV@BRMW LW\ DV S HFRHWW XBHBRUYWHUWY DVVHVVPHQWYV

FRPSOHWHG LQ DQGRI VXVWDLQDEOH SURFXOHBH®PWWULFY DQG WDUJHWYV

UHYLHZHG LQ SURJUDPPH ZKLFK LQFORGH V DQG
VXVWDLQDELOLW)\ FRQVBWHDAW HODXIVIHOLPDWH UHODWHG
IRU VXSSOLHUV UHPXQHUDWLRQ IRU VHQLRU

HI[HFXWLYHY DQG PDQDJHUYV

30DQQHG IXWXUH DFWLYLWLHV

B3URFHVV DQG FRQWUROQFUHDVLQJ 6%) SURFXORPHQ@WHWDLOHG ZRUN R@ WUMHWW DIDLQVW H[LVWL(

FKDQJHVbWR LPSURYH RHYIRUYLYFHQDULR DQDPSVIEWYV WR DQG WDUJHWYVY DQG HQVXUH

DFFXUDF\ DQG PHHW FRPISOLBDRIFHI JIXLGDQFH MFG/LRQV WR PD[LPLVHWDUPBDWW UHPDLQ LQ OLQ!

REOLJDWLRQV HYLGHQFH RQ SDWKZD\WHVLOLHQFH ULVN PLWIHDWIORD@W L3Y,M UHTXLUHPH
WRbVXSSRUW n& WUDQVLWLRQ

FOLPDWH UHODWHG VFHQDULR DQDO\VLW®XU FOLPDWH UHODWHG DVVHVVPHQW LQ ZDV
Q ,$* UHSHDWHG D FOLPDWH UHODWHG VFRQDUULWDMNQYO\\GILWFXVVLRQ RI SRWHQWLDO FOLP

EXLOGLQJ IURP LWV SUHYLRXV 7&)' DOLJQHG VEXQIDQHWRVHJHYBERWWHV XVLQJ WKH ODWHVW HY L(

UHSXWDEOH VRXUFHV OLNH WKH 81 (852&21752/
7KH DQDO\VLV FRPSULVHV DOO EXVLQHVV DUHPYVR U WEHLORES 59K G &0OLPDWH $FWLRQ

oL
b i
LWV PDLQ RSHUDWLRQDO KXEV )RU WKH *URXSBY Ph UOLHHYo WKY RS0 HERBERAINHG LQ OLQH ZLW

QHWZRUN DQG LWV SRWHQWLDO H[SRVXUH WR \\\QhBRWHUH@BWHC LNV v EDVHG RQ WKH 7&)°
DUHbDOVR WDNHQ LQWR DFFRXQW /LNHZLVH R¥ERR %K ESPERHE Lo

LQFOXGHG LQ RUGHU WR DVVHVV SRWHQWLDO FOLPDWH UHODWHG ULVNV
JRU WKLV DQDO\VLVY D 5HSUHVHQWDWLYH &RQFH
AHV VWHSYV WDNHQ LQ WKLV DVVHVVPHQW LQFOX%GH wHPSHUDWXUH VFHQDULR ZDV FKRVHQ IRU

K7KH ,$* 6XVWDLQDELOLW\ WHDP DQG WKH (50L@8BPRRIRLWARR do$*DV FOLPDWH WDUJHWV D
FOLPDWH UHODWHG ULVNV DQG RSSRUWXQLWEKN DREQYRIWHI v KHIY i pAsIDHE WWR XS RSHUDWHYV 2
WR DQG 7KH LPSDFWV Rl SULQFLSDO MGRXRWRAG LRI WKH DLPV RI WKH 3DULV $JUHHPF
ULVNV DUH TXDQWLILHG DV SDUW RI WKH &RPSD\Q':\HRQ;LHLSSOHTXLYDOHQW WR OLPLWLQJ JORED
SURFHVY WKDW UHFHLYHV %RDUG RYHUVLJKW D VWURQJ JOREDO FRRSHUDWLRQ IRU WKH G

K2SHUDWLQJ DLUOLQHY PRGHOOHG FRPSOLDQFPHWIHEMEBE PRPWYUHV LV H[SHFWHG ZKLFK FDC
LQFOXGLQJ IURP WKH 8. DQG (8 (76 DQG &256GHRPWERQLVDWLRQ RI WKH HFRQRP\ $Q LQWHUP

K$ FOLPDWH UHODWHG VFHQDULR DQDO\VLV zDVHRBELFWKEE zL wRUPLQJ VFHQDULR ZDV FKRV
DV WKH PDLQ WLPH UHIHUHQFH ULVNV'  EDVHG RQ WKH ODWHVW 81 SURMHFWLRQ

K,Q ZH XQGHUWRRN LPSDFW DQDO\VLYV DWFPRRRE WK Pd WedRMLURR SODQV DUH H[SHFWHG E
WR HDFK Rl RXU RSHUDWLQJ KXEV LQ UHODWYR® WH & V¥R ILEPDFWYV RI FOLPDWH FKD

FOLPDWH UHODWHG ULVNV DQG RSSRUWXQLWLHYFHQDULR ZDV XVHG WR KHOS XV XQGHUVWDQ

K2QJRLQJ DQDO\VLV ZDV FDUULHG RXW RQ WKW RHPHOPIOWR PHARYQGRZKHUH RXU RSHUDWLRQ)
VWUDWHJI\ WR DQG VLUJQLILFDQWO\V GXH WR YHU\ KLJK WHPSHUDWXU

K2QJRLQJ DOLJQPHQW EHWZHHQ WKH GRXEOH PRPWMLITHWMN LK/ ¢V HHWWKHU FRQGLWLRQV
DQG (50 ILQGLQJV 7KH \HDU ZDV FKRVHQ DV WKH PDLQ WLPHIUD

7KLV VFHQDULR ZRUN LQIRUPV VWUDWHJI\ SODEHWN'O IS PW RSB YSY WHPHRPELOLWY ULVN DVVHVVPI

DQG ILQDQFLDO PDQDJHPHQW 7KH FOLPDWH UHODWHG DVVHVVPHQW H[HUFLVH L

,$* WDNHV D SURDFWLYH DSSURDFK WR PDQDJL(?QR—{?%WMR@IﬂH Wb 6B WEPEGHY FROOHDJIXHV TURP
ULVNV DQG RSSRUWXQLWLHY DQG LV FRPPLWWE MK RSHYPWHLURENHLWQRDQFH *RYHUQPHQW $I11I

UHJXODWRU\ UHSXWDWLRQDO ILQDQFLDO PDURRANRED8IwHFKHRGRY TVERWHWRQV 3HRSOH (50
DQGb,$* /R\DOWY DV ZHOO DV VXVWDLQDELOLW\

DOO RSHUDWLQJ DLUOLQHYV



7KH *URXS 6XVWDLQDELOLW\ WHDP FROODWHG,$QERQVL GHUNKLMY/BRLWLIDWLRQ VWUDWHJI\ IRU
UHYLHZHG E\ WKH ,$* 6XVWDLQDELOLW)\ 6W HH U3@H DR X$ IHYGWRKMW KH C&OLPDWH UHODWHG UL\
(QYLURQPHQW DQG &RUSRUDWH 5HVSRQVLELO RS SRWRWRQWW/IHH/D WDEOH IRUbPRUH LQIRUPDWLI

7KH *URXS UHPDLQV UHVLOLHQW WR WKH PRVW PIONADUBRG O HBXWW LRHOWWHGHWYV LQ WKH )OLJIKV
LPSDFWWHVH KDYH EHHQ TXDQWLILHG DQG P LW LDJDKV WK NOD PHDRAXUHYV IRU DVVHVVLQJ WKH PLW
HDFK LPSDFW KDYH EHHQ HPEHGGHG LQWR L Q DA MDICH BB GJ VWNAMD WHIRGJ ZLWK FRQVLGHUDWLRQ
SODQQLQJ ,QGXVWU\ ZLGH FKDQJHV DOVR FUH DRY¥HR DDROUFH XILRFIHHAMW HY 7KH H[WHUQDO ULVNbH:
IRUbBWKHb*URXS WR EHFRPH PRUH UHVLOLHQW WKDQVINWV FRWSBHIMWRYWFWLRQV DQG WKHb.3,V |
7RbDGGUHVV VLIQLILFDQW XQFHUWDLQW)\ D UR XIENIXROMW B SR OEMLHZHG UHJXODUO\
WHFKQRORJ\ DQG PDUNHW WUHQGV ,$* LV UHSHDWLOJ WKLY FOLPDWH

UHODWHG DQDO\VLYV DQQXDOO\ :H ZLOO NHHS Jl*%?brg%ﬁ \W/LFd*%%?FZW%E\géngBbWNV DVVHVVHG WKU

b5 R

LQ FRPLQJ \HDUV WR IXUWKHU LPSURYH UHVLOLY SR Wkbs \DVVHVVPHQW  7KH P
bU LETULVNV “5UVN WLPHIUDPHV DOLJIQ ZL\

5LVNV DQG RSSRUWXQLWLHV SODQQLQJbWLPHOLQHYV

&OLPDWH UHODWHG ULVNV DUH DVVHVVHG DQG RN PDHINIE JHYBWH Y RS $RUWXQLWLHY DUH LGHQV
I[UDPHZRUN DV GHVFULEHG LQ WKH 5LVN PDQDJGERK@WHP REWHUIIQTGEWO DVVHVVPHQW FRQGXFWHC
ULVN IDFWRUV VHFWLRQ RI WKLV $QQXDO 5HSRUWY XRAG+H IWWKH SULQRALP RESRUWXQLWLHV UHIHU
ULVNbCVXVWDLQDEOH DYLDWLRQD 7UDQVLWLRORPL Wik WiV 1S HH-PR U LN (PUYHFGVI DRBONRH GHSOR\P.
DFWLYLW\ EHWZHHQ (XURSHDQ GHVWLQDWLRQVWRKPEK DIFWHDOEEBBWHEW WR WKH HIITHFWV RI F
EDVHG RQ IOLJKWV FRYHUHG E\ WKH (8 (76 8. (P& PWRCURNIMK UA¥RXUFH DQG FRVW HIILFLHQF\ W
7KLV UHSUHVHQWHGRD URXQG6FRSH HPLVVLRQYWROLVDWLRQ RI ORZ HPLVVLRQ WHFKQRORJLHV
3K\VLFDO ULVNV FRXOG DIIHFW ,$*DV RSHUDWLRQYOPZURYN LW YORE® ¥ HUYLFHY DQG UHLQIRU
QHWZRUN UHIOHFWLQJ WKH JOREDO QDWXUH RWKALPDYEH FERBIB 2SSRUWXQLWLHY DUH LGHQVW
,$* FRQVLGHUV WKH UHOHYDQW ULVN IDFWRUVRERBRPRWEEHPWRARQ BWLH*URXS OHYHO WR UH
ULVN E\ UHJLRQ DQG WLPHVFDOH 6XFK YDULDEPGPRWHDYHUPYE GulRp/NV - 7KH RSSRUWXQLWL H\
IUDJPHQWHG SROLF\ GHILQLWLRQ VFRSH DQG %%‘@6#‘#‘?@WDW@L¢Q}WL'LHG LQb,$*DV GRXEOH PDW
FKDQJHDEOH PDUNHW SHUFHSWLRQV ODFN RI ?%&)}BVWU)PIQIP)QUQ ghWKLQ WKH RSHUDWLQJ FRP.
XQSUHGLEFWDEOH GHOLYHU\ RIbQHZ WHFKQRORJVIFFREMNRwH® WoklvtivH 2

&OLPDWH UHODWHG ULVN DVVHVVPHQW

6FHQDULR
&OLPDWH ULBNWM\EHVFULSWLRQ 7LPHIUDPH 7UHQG GHSHQGHQF\

3K\WLFDO 5HVLOLHQFH WR DFXWH ZHDWKHU HYHQWYV 0 6WDEJUHPSHUDWXUH
5HVLOLHQFH RI URXWHY DQG DVVHWV WR FKURQLF FOLPDWH FKBWDHEOHPSHUDWXUH

ODUNHW &XVWRPHU VSHQG GXH WR SHUFHSWLRQV RI (6* SURJUHVYV LQ6,$* RREWKH DXDLPWIVWRICR Q@

BHUFHLYHG TXDOLW\ RI RIIVHW DQG UHPRYDO SURMHFWYV 0 'RZQ 7UDQVLWLRQ
$FWLYLVP DQG GLUHFW DFWLRQ SURWHVWYV IRU FOLPDWH LODFWWDEOH7UDQVLWLRQ
6XSSO\ FKDLQ UHDGLQHVV / 6WDEOH7UDQVLWLRQ

6$) GHOLYHU\ DJDLQVW FRPPLWWHG RIIWDNH DJUHHPHQW YROXBWWEOH7UDQVLWLRQ

3ROLF\ /[LWLIJDWLRQ DJDLQVW FODLPHG FDUERQ UHGXFWLRQV IURPG6RIIVHWMWLQIJFUDQVLWLRQ

'"HPDQG LPSDFW RI (8 DQG 8. FOLPDWH SROLF\ / 6WDEOH7UDQVLWLRQ
5HVLOLHQFH WR FKDQJHV LQ (76 &256,$ SULFLQJ 0 8s 7UDQVLWLRQ
3ROLF\ DV\PPHWU\ DFURVV UHJLRQV 0 'RZQ 7UDQVLWLRQ
(IWUD UHJXODWLRQ RQ DFWLYLW\ UDWKHU WKDQ HPLVVLRQVW 6WDEOH7UDQVLWLRQ
/DFN RI 6$) LQIUDVWUXFWXUH SROLF\ VXSSRUW 0 8s 7UDQVLWLRQ
/IDFN RI FDUERQ UHPRYDO SROLF\ VXSSRUW 0 8s 7UDQVLWLRQ
&KDQJHV WR 6%$) PDQGDWHYV 0 6WDEOH7UDQVLWLRQ
5HIXODWLRQ RQHORHFW¥ 0 'RZQ 7UDQVLWLRQ

7HFKQRORSFFHVYV WR DQG UHDGLQHVYV IRU ORZHU HPLVVLRQ WHFKQRORJLBWDEOH7UDQVLWLRQ
'"HOLYHU\ Rl FRQWUDFWHG 63%) VXSSO\ 6 'RZQ 7UDQVLWLRQ

&OLPDWH UHODWHG RSSRUWXQLW\ DVVHVVPHQW
7KH RSSRUWXQLWLHYVY OLVWHG EHORZ DUH GHULYHG IURP ,$*DV GRXEOH PDWHULDOLW\ DVVHVV

&OLPDWH UHODWHG 6FHQDULR
RSSRUWXQLWS®REINWXQLW\ GHVFULSWLRQ 7LPHIUDPH 7UHQG GHSHQGHQF\
ODUNHW B6WUDWHJILF LQYHVWPHQW LQ 68%) 6 6WDEOH7UDQVLWLRQ
,QFRUSRUDWLRQ RI QHZ DQG PRUH HIILFLHQW IOHHW 0 6WDEOH7UDQVLWLRQ
7HFKQRORJOYHVWPHQW LQ ORZHU HPLVVLRQ WHFKQRORJLHV 6 'RZQ 7UDQVLWLRQ

BWUDWHJILF FDSLWDO LQYHVWPHQW DQG VWDUWXS HQJDJHDPBHQ VWMWSIIRAIMTPIPGWL WL R Q
,QYHVWLQJ LQ SURGXFW LQQRYDWLRQ DQG VXVWDLQDEOH P D W HUWIEO WUDIOAMMALIRRQ

.H\ VKRUW WHUP 6 LV WR \HDUV PHGLXP WHUP 0 LV XS WR \HDUV ORQJ WHUP / LV PRUH WKDQ \HD!

5LVNV RU RSSRUWXQLWLHV PLIKW EH LQFUHDVLQJ XS GHFUHDVLQJ GRZQ RU VWDEOH IURP D EXVLQHVV
VWUDWHJ\ PRGHOOLQJ DQG HFRQRPLF IRUHFDVWLQJ DQG WKH WUHQG VKRZQ LV EDVHG RQ DQ HQG RI \HDU

7KH VFHQDULR GHSHQGHQF\ GHVFULEHV ZKHWKHU WKH FRVW LPSDFW IRU HDFK ULVN GHVFULSWLRQ UHOLH
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&OLPDWH UHODWHG VFHQDULR DQDO\VLYV

,$* FROQWLQXHV WR DQDO\VH ULVN DQG WUDQVLWLRQ VFHQDULRYVY WR LQIRUP PLWLJDWLRQ SOD(

OLVWHG EHORZ EDVHG RQ 81 &OLPDWH $FWLRQ 7UDFNHU &%$7 WKH 8. &OLPDWH &KDQJH &RPF
XQGHU UHYLHZ

3K\VLFDO ULVN SDUDPHWHUYV &XUUHQW SURMHBWIORZ n& VFHQDULR n& VFHQDULR n& VFHQDULR
*OREDO VFHQDULR WR n& 5&3 5&3 5&3
$GPLQLVWHULQJ DXWKRULW\ 7UDQVLWLRQ ULVN SDUDRXWHH@W SROLFLHV SYRMHRWLWOVHMWNOLIQHG VFHQDU
81 ,QWHUJRYHUQPHQWDO 3DQHO RQ

&OLPDWH &KDQJH ,3&& *OREDO HPLVVLRQV YV

8. *RYHUQPHQW 8. HPLVVLRQV YV

(8 &RPPLVVLRQ (8 HPLVVLRQV YV YLD )LW IRU

86 *RYHUQPHQW 86 HPLVVLRQV YV

,&%$2 $YLDWLRQ QHW HPLVVLRQV YVLD &256,%

5HSUHVHQWDWLYH &RQFHQWUDWLRQ 3DWKZD\ 5&3 D JOREDOO\ UHFRJQLVHG VFHQDULR IRU SK\VWLFDO FKTC
$ GURS E\ UHSUHVHQWY DQ RUGHUO\ WUDQVLWLRQ 7KH ,3&& DOVR UHSUHVHQWYV D GLVRUGHUO\ WUD
UHGXFWLRQV WR UHTXLUH UDSLG FDUERQ UHGXFWLRQV DIWHU WR UHWXUQ WR n& E\

&OLPDWH UHODWHG ULVN LPSDFWV DQG PLWLIJDWLRQ RSSRUWXQLWLHYV
S5LVNV LGHQWLILHG IURP WKH *URXSDVY FOLPDWH UHODWHG DVVHVVPHQW DUH PDSSHG WR ,52V
DVVHVVPHQW DQG ULVNV LQFOXGHG LQ WKH (50 1R ULVNV ZHUH LGHQWLILHG DV ILQDQFLDOO\

5HODWHG GRXEOH PDWHMUIPDQWI\WURXS RSHUDWLQJ
DVVHVVPHQW WRSLF FRPSDQ\ DFWLYLW\ H[SRVHG

&OLPDWH FKDQJH G
‘8’ HPLVVLRQV PDQDJH H(%VUOLQHV

?E 5HVSRQVLEOH VXS$3\ FRDIOQV\ EXVLQHVVHV

(WKLFDO EXVLQHVVEPQG,
E-T-Z UHIXODWRU\ FRPsOLDOEHEPUIR

&, (DVWH PDQDJHPHQW DQG
S FLUFXODU HFRQRP\

S3K\VLFDO

5HODWHGULPDU\ *URXS
GRXEOH RSHUDWLQJ

PDWHULF®PWDQ\
BRWHQWLDO XQPLWLIJDWHG ILQPRELBOLIWBDWWIDWLQJ 7&)' DVVHVVPHQW VXPPDU\ WRSLF H[SRVHG

5HVLOLHQFH WR DFXWH ZHDWKHU HYHQWYV

'D\V RI ORVW UHYHQXH GXH.WWRLQJ RSHUDWLRQDO5HWYVHD IRH QWFKiH H[SRVXU@RI *st
DGGLWLRQDO IOLJKW GLVEIXBMHRWHUVF®Q PLQLPLVAWWIUWLHY WR WHPSR U\ F PDWLF
DVVRFLDWHG PLWLIJDWLRQID/QXSWLRQ IRU H[DPSIGWSDFWYV WKDW PD\ DIIHFW RXU
SDVVHQJHU FRPSHQVDWLEBQWRASMWLRQ FDXVHG E\DEXOEWO MRHPHR SHUDWH ([DPSOHYV
GXULQJ IOLJKWYV LQFOXGH VHYHUH ZHDWKHU HYHQWYV
WXUEXOHQFH GHSUHVVLRQV KLJK
SUHFLSLWDWLRQ WKDW DOWHU IOLJKW
VFKHGXOHVY DQG OHDG WR
FDQFHOODWLRQV RU GLYHUWHG IOLJKWYV

5HVLOLHQFH RI URXWHV DQG DVVHWV WR FKURQLF FOLPDWH FKDQJHV

5HYHQXH FKDQJHV UHVXOMFADXIHI DRE IOH[LELOLWVRRBRDWLRWHEDVHG DVVH HQ |
DbGLITHUHQW URXWH QHWZRWERRRJIWN MDOORZV IRU DIGLMJX(VW_PVI-NQWHVWLQDWL\I@% VX HSWLEOH
GLIITHUHQW IUHTXHQF\ Rl Q@ WIKRMOWWWPROWHULDO LPSMIRFWKMRLBOSDRWY RIbFKURQLF FOLPDWH
FOLPDWH DIIHFWHG GHVW$IQDPAWDRWVWOUH PRELOH MWQGHWWRRVIBWMHULF FKDQJHYV
FKDQJHV LQ RSHUDWLRQDEDQ EH PRYHG WR GLIIHEWWOQHWVVPHQW RI DLUSRUWYV ZLWK
PDLQWHQDQFHbFRVWYV ORFDWLRQV WR WDNH LQWHRDMWHHRXQEIRVXUH WR ULVLQJ VHD
IRUbH[DPSOH DbKLJKHUOHYMHGH@KDW PD\ DIIHFW RXU DELOLW\
RIbDKXUULFDQHV LQ WKHW®D RISBEEHDMH WKHUH RU VHOO KROLGD\V
WR UHODWHG GHVWLQDWLRQV OHDVXUHG
DV UHYHQXH ORVV DQGbLQFUHDVHG
RSHUDWLQJ FRVW WR WKH EXVLQHVYV




ODUNHW

5HODWHGULPDU\ *URXS
GRXEOH RSHUDWLQJ
PDWHULDF®PWDQ\

3BRWHQWLDO XQPLWLIDWHG ILQBPRELBO LMW BDWWIDWLQJ 7&)' DVVHVVPHQW VXPPDU\ WRSLF H[SRVHG
&XVWRPHU VSHQG GXH WR SHUFHSWLRQV RI (6* SURJUHVV LQ ,$* RU WKH DYLDWLRQ VHF\
&XVWRPHUV FKDQJH IUHTXH@MHULQJ HPLVVLRQV $WHWGEXNMWMGRWKH LPSDFW SR W)L DO

RIbBIO\LQJ GXUDWLRQ Rl WUSBYGRQYYVENYWRPHU FRVW LQFUHDVHV RI VXVWDLQDGEJ

OHVV UHODWLYH WR RWK IfB FIXUQLUADINLROYY VXSS\RHUMW LFHY IRU FXVWRPHUV DQG OR\DOW\

RWKHU WUDYHO PRGHYV IRUbJOREDO SROLFLHV &RBBLRY GXH WR WKH FRQQHFWLRQ ZLWK
ZRUNLQJ YLD WUDGH DVWRFLEBWRRGWKURXJK VKDUHG YDOXHYV
WRbDGYDQFH VROXWLRQV

SBHUFHLYHG TXDOLW\ RI RIIVHW DQG UHPRYDO SURMHFWV

(ISRVXUH WR VXGGHQ YDULRPIQFLWO SODQQLQJ WRIPDRDHKE DV DQ LQFUHINHG
LQbSULFHY FRVW RI &256S$ FRHHGRWDWLOLW\ JRRSHYDQAHWRRVW EDVH Q IRUHFDVW
VFDOH RI JURZWK LQ FRVW®WAUH RIIVHW TXDOLWD VY HNPRYOW R &256,$ PDUNHW
GXH WR DYDLODEOH YR O XPRIDISIPDISPERDADIOG/ RQ H[WSWLFDH® DQG ,$* &256,$ REOLJDWLRQV
WR GHOLYHU QHWb]JHUR HYLGHQFH DGYRFDF\ IRU SROLF\

VXSSRUW DQG PRQLWRULQJ UHJLPHV

$FWLYLVP DQG GLUHFW DFWLRQ SURWHVWY IRU FOLPDWH LQDFWLRQ

5LVN RI VKDUHKROGHU DFWSEOHWPHQWDWLRQ RI LQBHVWHVWHG WKH OLNHOL RG R
ZKHUHDb1*2V RU DFWLYLVWVHPWHLSUDFWLFHY DQG DHWRIMWRUDLQVW WKH LDWLRQ VHFWRU
OHJDOO\bFKDOOHQJH WKHBRRSDHRHQWYV RI WKH FRRXKDWUEHMQ D NH\ SOD\HU LQ
IRUbSHUFHLYHG FOLPDWHLRO@RPERWARQH RSHUDWH L QFUXHDYREIQII] WKH DGRSWLRQ RI
SRWHQWLDOO\ UHVXOWLQW UDQOWEOWEQEHRDQQ IR WDPEWWR® XV JRDOV ZLWKLQ WKH VHFWRU
EDWWOHY DQG UHSXWDWIWRRHERX G FRLHQOWY DQG \DWQBNAKR@WBUYY D YHU\ DFWLYH
DQG PDLQWDLQLQJ DFWIUHWODWLRQVKLS ZLWK LWV NH\ VWDNHKROGHUYV
FRPPXQLFDWLRQ ZLWK WKHP

6 XSSO\ FKDLQ UHDGLQHVV

6XVWDLQDELOLW\ FRPSOLDEFSISRU WKBKQRXRIWDLQDEDYXWHG DV DQ LQFUHEFHG WO e
FKDQJH FDXVHV DQ XQSOBQRMHGDPPH ZKLFK LQFORIBBRRGY DQG VHUYLFHwsSXUFRDVHG"
FKDQJH LQ WKH FRVW Rl JRRGAFPQFDUGY DQG VXESS®LHWRP LWV VXSSOLHUV

VHUYLFHV SURYLGHG WR IBIVNDVFUHHQLQJ

6$) GHOLYHU\ DIJDLQVW FRPPLWWHG RIIWDNH DJUHHPHQWV

6$) GHOLYHULHYV IURP DJWHHFRULQJ 6%$) GHDOV DQBHIHDANLRG WKH FRVW RM) XV%J
FRPPLWPHQWY IDLO WR PHWXILADOQWDUO\ VWDIHPBURMWFSWLFHY WR DFKEHYH ,$*DV
GXHbWR ZHDN PDUNHW VXSSHOUHRUHOHYDQW ORQLWRB&DWOR)IHW

IDLOHGbSURMHFW GHYHORSRNGWW GHYHORSPHQW DQG VHHNLQJ

H[SRVLQJ ,$* WR PDUNHW SYRIPPHGH6BERYH WDUJHW OHYHOV

EX\RXW SHQDOWLHY RU FDUERQ FRVWYV

3ROLF\

S5HODWHGULPDU\ *URXS
GRXEOH RSHUDWLQJ
PDWHULF®PWD Q\

SRWHQWLDO XQPLWLIDWHG ILQBRELBOLMWBDWWIDWLQJ 7&)' DVVHVVPHQW VXPPDU\ WRSLF H[SRVHG
/ILWLIJDWLRQ DJDLQVW FODLPHG FDUERQ UHGXFWLRQV IURP RIIVHWWLQJ
/ILWLIDWLRQ IRU WKH XVH)XH BUBPGIMQYFH FRQGXFWWGBHVVHG XVLQJ DQDO\YRAV RI H
WRZDUGYV YROXQWDU\ RU RRPSDUPREG RIIVHWWLQJFPRYVRMHHFMHAWQW OLWLJID Q DIFHFWLQJ

RITVHWWLQJ WKDW GR QRIVQGHOQWHW QDO JXLGDQWKHSDMEDWHRQ VHFWRU DQG D YLHZ
FODLPHG HPLVVLRQ UHGXRRWLRRNHUQDO FRPPXQLRDWILRQVWR ,$*
DQGbOHDG WR OHJDO FRVW

'HPDQG LPSDFW RI (8 DQG 8. FOLPDWH SROLF\
3DVV WKURXJK RI LQGXVWBSZE®WN RRHWPWYUILQJ SRADFWXUHG FDUERQ PDU W DQﬂIXHO

DIIHFWV WLFNHW SULFHV D\Q\GH WKIBUBIVRUHUW R GFRRYIWHW DWHD SHUFHQWDJHN RI ,$¥'WRWDO
GHPDQG ILQDQFLDO SODQQLQJ DG WRAWDW HQ\

5HVLOLHQFH WR FKDQJHV LQ &256,$% (76 SULFLQJ

([SRVXUH WR ORQJ WHUP SWGBFHQJ VWUDWHJI\ WR BGRGSPWMEKADUERQ PDUYNW S H

LQFUHDVHV DIIHFWV FRP SIPISDFMH FIRYWMVWH YRODWROHWDVYWWLEO WKH *URXSDV URXWH
FDUERQ SULFHV LQ IOHHMHWRRBUNQDQFLDO
SODQQLQJ

3ROLF\ DV\PPHWU\ DFURVV UHJLRQV

&KDQJLQJ QXPEHUV RI FX$®RRPHMA IRU JOREDO VROWAMMWRHXG/ E\ UHYLHZLQ LITH QW
UHODWLYH WR RWKHU FDWXEFKUVVZWRHD UHE2 /RQJ UHURODWRU\ REOLJDWL§EV E\ XQWU\
XQGHU PRUH IDYRXUDEOH$RELRDWH RQDO *RDO DIDGEGCGHWHUPLQLQJ WKHLU
UHVWULFWLYH SROLF\ UHDIQRG1¥%256,% LPSOLFDWLRQV IRU ,$*
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(IWUD UHJXODWLRQ RQ DFWLYLW\ UDWKHU WKDQ HPLVVLRQV

,QGXVWU\ ZLGH WD[HV RUDPOGHUREBF\ LQ VXSSRUW $VVHVVHG WKH SRWHQ oL FW R
LQFUHDVH RSHUDWLQJ FRRIWMPLYS LKKIMWHUH G X FL QU PHIWDWRIWY\ UHTXLUHPAGWY ET'SROLF\
SRWHQWLDO GHPDQG LPSDEWN 66HPRGGDJIJDLQVW BGRQRPUED®ICAWLRQ

PDQDJHPHQW PHDVXUHV HTXOWHRLHQW PHDVXUHY OLNHbWD[HV

WRbORVW UHYHQXH 1RLVH UHVWULFWLRQV

DUH QRW LQFOXGHG LQ WKLV ULVN EXW

DUHbUHYLHZHG DV DbVHSDUDWH ULVN

WKURXJK WKH (50 IUDPHZRUN

IDFN RI VXSSRUWLQJ 6%$) LQIUDVWUXFWXUH RU SROLF\

+LJKHU SULFHV RI 6%) LOQBFRYRFDF\ IRU 6$) SROLF$VVHVVHG RXU H[SRVXUJWR
PDUNHWY GXH WRbODFN RH 1 QYHDWER H@W =HUR 70P\DNUNRIWFIBULFHG 6%) UH WLY R
LQb6%) SURGXFWLRQ RUbHARYGROMWERERWMJI\ WR S RXRIOWDHE 6@) W\ WR FRQWULEXWH WR WKH
LQbUHJLRQV ZKHUH VXSSRYWORBPHQW RI DSSURSULDWH 68%)
SROLF\ H[LVWYV SROLF\ DQG WKH GHVLJQ RI HIIHFWLYH
6$) LQOFHQWLYH VFKHPHV

/IDEN RI FDUERQ UHPRYDO SROLF\ VXSSRUW

+LJKHU FRVWV Rl FRPSOLBQFRPDEG HRIU DSSURS U LIDMWH \PDHIE RVKH FRVW RI UER
FDUERQ PDUNHWYV VXFK DVHPRI BO B@®LF\ LQFOXGHRRYDOV DV SDUW RI ,$*DV FOUERQ
(8 (76 GXH WR KLJK FUHGL®FBQWAMHY IRU FDUER®DWHMRY REOLIJDWLRQV

WHFKQRORJLHV DQG ILQDQFLDO

FRQWULEXWLRQV IURP DOO VHFWRUYV

ZLWKbD IXWXUH FDUERQ UHPRYDO

UHTXLUHPHQW

&KDQJHV WR 6%$) PDQGDWHYV

,PSDFW RQ ,$*DV VWUDW HYG YW BE\RIRUUBSSURSULDWHWSIG WKH ILQDQFL LPS DWLRQV
6$) LQ UHJLRQV ZKHUH VXSB®RIUFVLMH YLD 8. -HW RHBRDI@®MW WR WKH 8.b (8 6

SROLF\ H[LVWYV DQG LQFU}MDWHY BQIEVD XMIMUDW HJIPWQAGCGIWRIFX IRH) ,$*DVbVWUDWH J\

IRU DOWHUQDWLYH HPLVVASRQ Q HIGINEWQR@KHUH VXSSRUWLYH

PHDVXUHV VXFK DV GHPDG&OLF\ H[LVWYV

PDQDJHPHQW

5HIXODWLRQ RQ IQIRIQF&

3RWHQWLDO PXOWLSOLH U [RQb § B D6 LFRWHADVU F KV X3V N W WWHNEX W WH SRWHQV\ﬁQo FRYW
ORVW UHYHQXH GXH WR URXRMHIOLJKWY FRXOG DFERX@MWDRWLRQV Rl QRQ
UHVWULFWLRQV RU RSHUDWRIRIODSD FBBWRFDF\ YWHJXODWLRQV RQ *URXS RSHUDWLRQV
GXHbWR QRPD&DIHPHQW WUDGH DVVRFLDWLRQV YWHRFPRQYSRWWH WR VXSSRUW UHVHDUFK
PRQLWRULQJ DQG WDUJHQYHGLDRAXWVRQKDW KHOS LPSURYH
VXFK DVbURXWH RSWLPLWRMDRIGHUVWDQGLQJ RI QRQ &2
DQGb6$) XSWDNH 3DUWLPISOFWIVRRQ WKH FOLPDWH
LQbPRQLWRULQJ UHSRUWLQJ DQG
YHULILFDWLRQ UHTXLUHPHQWY XQGHU
WKH (8 (76 DQG IOLJKW WULDOV

THEKQRORJ\

5HODWHGULPDU\ *URXS

GRXEOH RSHUDWLQJ

PDWHULF®PWDQ\
BRWHQWLDO XQPLWLIJDWHG ILQPRELBOLIWBDWWIDWLQJ 7&)' DVVHVVPHQW VXPPDU\ WRSLF H[SRVHG

$FFHVV WR DQG UHDGLQHVY IRU ORZHU HPLVVLRQ WHFKQRORJLHV

+LJKHU (76 FRVWY LI WHFKIQRORDWXUHYV WHDP DGIVMHVVHG WKH PDUJLQ FRV &

DFFHVV LVbUHVWULFWHG RHWVWBBRR FD@RGIZRUN ZLRIKWGKHUHQW FDUERQ PRYDDO —°

GHYHORSPHQW LV VORZ )OLJKWSDWK 1HW =HUR VWWBR@RORJILHY DQG WKH UROH WKH\
PD\ SOD\ LQ ,$*DV FOLPDWH
WUDQVLWLRQ SODQ

'"HOLYHU\ RI FRQWUDFWHG 6%$) VXSSO\

([SRVXUH WR FKDQJLQJ X@HWXSYWORHES) GHDOV DQHVWHDWLKE WKH VWDWH mJOR O 6%)
RIb6%) LQ FRUH PDUNHWVHTXLW\ LQ HDUO\ VWDJHVXBROHBQ@E VXSSO\ FKDLQ ORJ WLFV

ZKHUH UHOHYDQW ZLWK YROXPHV UHTXLUHG WR GHOLYHU
,$*DV VKDUH RI 6%$) PDQGDWHYV
DQGb,$*DV 6%) WDUJHW
6RXUFHG IURP 7HRK 5 (QJEHUJ = ©6FKXPDQQ 8 9RLIJW & G6KDSLUR 0 5RKV 6 DQG 6WHWWOHU 0 (

WR $WPRV &KHP 3K\V A KWWSV GRL RUJ DFS



&OLPDWH UHODWHG RSSRUWXQLWLHY DQG ILQDQFLDO LPSDFWV
%HORZ ZH KDYH GHWDLOHG RSSRUWXQLWLHYV LGHQWLILHG IURP WKH *URXSDV FOLPDWH UHODYV
LGHQWLILHG WKURXJK ,$*DV GRXEOH PDWHULDOLW\ DVVHVVPHQW

ODUNHW

3RWHQWLDO ILQDQFLDO LPSDFWYV &OLPDWH UHODWHG DVVHVVPHQW VXPPDU\
6WUDWHJILF LQYHVWPHQW LQ 68%)

6HFXULQJ YROXPHV RI 6%) WR PHHW LGQPJHWH@MHEG WKG PDUNHW WR LGHQW VXS UWLYH SROL
UHJXODWRU\ WDUJHWYV QRW RQO\ UHGXQFHH\Q VWIDPN VWV O/IRPBYMHEOH D JUHHQ DQVLWLRQ ZKLFK Z
LPSDFW EXW DOVR RIIHUV VLIJQLILFDRMOSR WHQMAOUWH RSHSBIDW IDQUG DYRLG PDUNHW SULFH
FRVW UHGXFWLRQ SHU \HDU DJDLQVWHMNKRV XWRIXSDV FDUERQ

PDUNHWbLREOLJDWLRQV RU SRWHQWLDO 6%) PDQGDWH

SHQDOWLHVY SDVVHG WKURXJK IURP IXHO VXSSOLHUYV

UHJXODWHG XQGHU WKH (8 DQG 8. 6%) PDQGDWHYV

,QFRUSRUDWLRQ RI QHZ DQG PRUH HIILFLHQW IOHHW

%\ LQWURGXFLQJ QHZ PRUH IXHO HIIIBBIGDYWH 6 LLFWBWYDO FDUERQ SULF PRGHOOLQJ WR
DQG HQJLQHV WR WKH IOHHW *URXS DVVEVEHVKBIUFMRQEBOH BWRVLRQ Rl QHZYPRUH'IXHO HIILFLHC
PLWLJDWH FRPSOLDQFH FRVWV LQF X WDULHGE XmI@HW FDIUERY GHOLYHULQJ ,$*DV FOLPDWH REMHFW
PDUNHWYV ZKLFK UHJXODWH FDUERQ BPIGV WIKRHQU HEX MKIHRQ LQ DVVRFLDWHG RSHUDWLRQDO FR
URXWHV WKH\bRSHUDWH

7HFKQRORJ\

3RWHQWLDO ILQDQFLDO LPSDFWV &OLPDWH UHODWHG DVVHVVPHQW VXPPDU\
y,QYHVWPHQW LQ ORZHU HPLVVLRQV WHFKQRORJLHYV

,PSOHPHQWLQJ QHZ WHFKQRORJLHV $RPO\DMHGMWKWISRVLWLYH FROQWULEYWLRQ ZOWHFKQRO

RQ ERDUG HTXLSPHQW RU VRIWZDUH WRLEOQD BRI EIHIMFWURSHUDWLRQV GXFLOY FXHO

PDWFKLQJ RI IXHO YROXPHV WR LQ |OERRWXPISMERQSDOIE ZOWWH JHQHUDWLRQ IRU H[DPSOH

DQ RSSRUWXQLW)\ IRU KLJKHU IXHO HIRQMADYR\R XKLEKDIBIQVROXWLRQV VXFK DV VWUDSYV DQG

KHOS UHGXFH RSHUDWLQJ FRVWYV SDOOHW GHVLJQ $VVHVVHG WKH LPSDFW RI LQYHVWPHQV
LQbFDUERQ UHPRYDOV IRU GHYHORSLQJ WKH PDUNHW
VLIJQDO QHHGHG WR VFDOH XS IXWXUH VXSSO\

6WUDWHJILF FDSLWDO LQYHVWPHQW DQG VWDUWXS HQJDJHPHQW SURJUDPPHYV

,Q LWV SXUVXLW RI QHW JHUR FDUERGWWPHVVHBQNKEN\ FRQWULEXWLRQ RI ITHU w

,$* KDV D VLIJQLILFDQW ILQDQFLDO R SRR\ HY lLQYHHX/lWR(S.HUDWLR@,WRZ GV DFKLHYL
LQ LQQRYDWLYH VROXWLRQV WR DGGRMKVV OWRNDMWPH \REINRKHDPW ZXHY VXFK DV ,$*DV FROODERUDW
LQYROYHV H[SORULQJ SDUWQHUVKLSVZIDQIG FAXWREYQD MRIH[SORUH SRWHQWLDO IRU K\GURJHQ
WHFKQRORJLHY WR DFFHOHUDWH SURSRHANYHGRE DWREWD WK IWHFKDAR OR J\

,QYHVWLQJ LQ SURGXFW LQQRYDWLRQ DQG VXVWDLQDEOH PDWHULDOV WUDQVLWLRQ

%\ GHYHORSLQJ QHZ SURGXFWV VXFKsDVHWKRGHMRIFX WPIS®FW RI VXSSRUWPRQJ S XF -
RQ RQ ERDUG ZDVWH UHGXFWLRQ ,$*UFD/HBDBKWmMGLEHYHORSPHQW IRU H WUDOVLWLROQ
RQbFRQVXPHU GHPDQG IRU VXVWDLQMERZDDGW IRBQBWLWHWDLQDEOH VXSSO\ FKDLQV
DQGbUHGXFH RSHUDWLRQDO FRVWYV LQ WKH ORQJ UXQ

( = 3BROLFLHVY UHODWHG WR FOLPDWH FKDR JRIUNLWIL IWRVHRYXUH WKDW RXU HQYLURQPHQWI
DQGbDGDSWDWLRQ DQGbWDUJHWYV DUH DOLJQHG ZLWK WKH ODWHYV
(QYLURQPHQWDO VXVWDLQDELOLW\ SROLF\ XQGHUVWDQGLQJ RI LPSDFWYV

7KH HQYLURQPHQWDO VXVWDLQDELOLW\ SROLKE&GHIPWRRIDEPINAQHVV RI RXU HQYLURQPHQWD
FRPPLWPHQW WR UHFRJQLVH PDQDJH DQG UHG XXV X\ VVEPBERKROGHUV

RQbWKH SODQHW 7KLV LQFOXGHV FRQGXFWLQYK N X PFYHRRLIWRpGULYH FKDQJH DQG FUHDW!
HQYLURQPHQWDOO\ UHVSRQVLEOH PDQQHU D QGDPRAEIEH ¢ R SXW WU\

UHOHYDQW HQYLURQPHQWDO OHJDO UHTXLUHPH@PWH? DIEVRW A PP REBE Y WWRQYHVHDUFK SURJUD

7KLV GRFXPHQW LV DYDLODEOH WR YLHZ RQ WKHKQHEHIUWDPQEFLQJ RODRIMWERZLPSDFWY DQG SRWHF
PLWLJDWLRQ RSWLRQV

H HPEHG VXVWDLQDELOLW\ LQWR RXU EXVLQHVV VWUDWHJI\ DQG

GHFLVLRQV DQG DUH FRPPLWWHG WR B3URSRVHG WLPHVFDOHV IRU WKH GHOLYHU\ RI W|

DPELWLRQV DUH VHW RXW LQ WKH HQYLURQPHQV

K8VLQJ 6%) DQG FDUERQ PDUNHW SURJUDPPHVD®HR \WOSLIRUWR WKH WUDQVLWLRQ SODQ GHWDLO
UHGXFWLRQV LQ RXU FDUERQ HPLVVLRQV VWDWHPHQW 7KH HQYLURQPHQWDO VXVWDLQDE!
K5HIJXODUO\ HQJDJLQJ ZLWK NH\ VWDNHKROGHW VpPWM R FDOHIW VRRXYFRRRY WR DGGUHVV WKH LPS

PDWHULDO LVVXHYV IURP RXU RSHUDWLRQV
KOLQLPLVLQJ QHIJDWLYH HQYLURQPHQWDO LPSDFWV YLD WKH HIILFLHQW

XVH Rl UHVRXUFHV DQG HQHUJ\ DQG UHGXFLGI HENVEVEZ¥QW O RRPHRLWPHQWY XQGHU WKLV SR

DQG ZDVWH ZKHUH SRVVLEOH DYDLODEOH SROLF\ VXSSRUW DQG PDUNHW FRQG
K,PSOHPHQWLQJ HQYLURQPHQWDO PDQDJHPHERYLYWHIPY DoBIFLOO SHUIRUP DQ XSGDWH RI W
WRb,62 DQG UREXVW HQYLURQPHQWDO JRYHRQWYPH WDRRPEQPEWY JRYHUQDQFH

KORQLWRULQJ UHSRUWLQJ DQG UHFHLYLQJ HDWHUQD %Y HYLIEFDWEBQ
RIbRXU PDWHULDO HQYLURQPHQWDO LPSDFWVg. | yyxy *URXS LQVWUXFWLRQV WR LWV RSHUI

K(QVXULQJ UREXVWQHVV DQG WUDQVSDUHQF\ @ Ry XEBFWLRQV WRZDUGV GHOLYHULQJ RXU
ILQDQFLDObBGLVFORVXUHV PLWLJDWLR%LB G.DGDSWDWLRQ VWUDWHJI\ 7KH

K(QVXULQJ RXU H[WHUQDO SRVLWLRQV UHIOHRW,RX\ #HW ROVLEOH IRU VHWWLOJ WKLV °
LVVXHVbDQGbWDUJHWYV DSSURYDO RI WKH &KLHI )LQDQFLDO DQG 6XVWDL



(QYLURQPHQW RRO@\WYHYXH G

WKH &(2 ZLWK RYHUVLJKW E\ WKH (QYLURQP H W DIQWL ¥R $ERZDWHUHFHLYHG QHZ DLUFUDIW LQ
5HVSRQVLELOLW\ &RPPLWWHH 7KH KHDGV RI VXWWDPQODBHULVEKLRY BB PH YMHIWRXS ®RXHO HIILFL
RSHUDWLQJ FRPSDQ\ UHSRUW WR ,$* TXDUWHUOWRRQQPWWH WLIUF UBD,MV LW LV GHVLVRRGWVRDXIS C
XVHG WR PHDVXUH ,$*DV SURJUHVV 7KH *URXS DQVWWXIFW LRHAWHRQF ORGIR DQG ILYH $ QHR D
JXLGDQFH IRU WKH FRVW DFFRXQWLQJ RI VXVWD&Q PR QOLWAHGH /\KXUBI® ORRBIWQRQ RIWR 9XHOLQ
DQGbHLPSDFWV LQ WKH FRPSOHWLRQ RI EXVLQHVAKEPI QQHQUF OHGXRRE WR EH GHOLYHUHG IURF
WRDHQJDJIH ZLWK VXSSOLHUV RQ VXVWDLQDELOLW) LVVXHYb GHW

WKH V(\?KLUG SDUW\ FRGH RI FRQ%XFW VLQ?:Hb Hg’%%‘g“,\(ééTx[?g% E%QQ’H;G?ﬁDBGSH%'{/\';;'—JHUQRFXLHC;/ E:KF
SUHGHFHVVRU WKH VXSSOLHU FRGHbRIbFRQGX¥ Q

8QGHU WKH ,$* FRGH RI FRQGXFW ,$* DQG LWVH‘%"IQUBW‘LF'—JHIQREF\ JAPPPH

DUH FRPPLWWHG WR LPPHGLDWHO\ UHSRUWLQJ(B K\PLW)@L&\QHR'%@ WhRRHEFLHQF\ SURJUDPP!
SRVH D ULVN WR WKH HQYLURQPHQW 7KLVbXO ZKLFK HQDEOHV SLO
WR HQVXULQJ WKH KHDOWK VDIHW\bDQG VHF X UhhHFR QWU'?HJ'NWFY %'HW KLIK VDIHW\ VWDQGDU

WR FRPSO\LQJ ZLWK DSSOLFDEOH HQYLURQPHQ e HHEkbBHALRBYSORIVHG EV RXUbDLU
HYHU\ZKHUH ZHbRSHUDWH WRbPLQLPLVH RXU H'@lelle BH\RIbAP ¥gH WL QJ DQG GHODILQJ HQJLC

&
N
<o

HPLVVLRQV SULRU WR WDNH RIl ,$*bEUL
( = $FWLRQV DQG UHVRXUFHV LQ UHODWLR®WW® LFCOLEPLIW W\ FROOHDJXHV IXHO PDQDJHPH(
FKDQJHbSROLFLHV WKH &DUERQ (IILFLHQF\ :RUNLQJ *URXS WRbOHYF

,$*DV HQYLURQPHQWDO VXVWDLQDELOLW\ SRORPRGVVKRDU R XBAH RWISBBEWRBHKWR GHYHORS IXHO F
WR PRQLWRULQJ FRPSOLDQFH ZLWK HQYLURQPWMRBRIDIE ¥ R FIPW BRG WHRGXFWLRQ REMHFWLYHV

ZH DSSURDFK DVVRFLDWHG ULVNV DQG WKHLU PDQDJ
*URXS EXVLQHVVHV $FWLRQV WDNHQ XQGHU \l\{B ’-g\lﬂl—' %Fggg&ﬁ DX8|-\|]ZRIIDXOH|2| PV?NQUDHJSJPVl\I-lIS

WKH LPSDFWV RI FOLPDWH FKDQJH LQFOXGH IXHO HIILFLHQF\ SURJUDPPH 7KH DGRSWLRQ RI V
K2XU $XGLW DQG &RPSOLDQFH &RPPLWWHH RYWBVHQKDGFHHRQJIDIJHPHQW ZLWK IOLJKW FUHZV E
ILQDQFLDO GLVFORVXUHV RSHUDWLRQDO LQVLIJKWY ZKLOH GHOLYHULQJ IX
K6XVWDLQDEOH DYLDWLRQ ULVNV KDYH EHHQ WKHPAWYXISHR BW b BUYIQFHA YIS RUWLQJI DFURVV R
ULVN DQG DUH UHYLHZHG DQG DVVHVVHG DV BHOUWMVHRIDE QU ¥ WRKI$ "URMHSDY DLUOLQHV WR SURY
(50 SURFHVVHV WR FRPSO\ ZLWK FDUERQ PDUNHW UHTXLUHPHQW
K7KH ,$* &RGH RI &RQGXFW DQG WKLUG SDUW\(BRGH HRREROEPEGWS5H)XHO(8 SROLFLHV 7KURXJK
VHW RXW RXU FRPPLWPHQW WR GRLQJ EXVLQWWVHWMKHOHE SURJUDPPH ZH FDOFXODWH WK
WUDQVSDUHQWO\ DQG ZLWK LQWHJULW\ DQG WRWI) XL YPFHGWBEGE UGVDFKLHYHG E\
RI VXVWDLQDELOLW\ :H ZDQW WR ZRUN ZLWKVD>‘($§@V|-DF\KIZWQH@KDQH
RXU FROOHDIXHV 8% KDV HPEHGGHG VXV WD SOael Aty yi,év HULPLHQF) SURIUDPPH ZH DOV
L/ HOS HQKDQFH WKH SHUIRUPI
JRYHUQDQFH LQWR WKH *URXS

K2XU %RDUG RI 'LUHFWRUV SURYLGHV RYHUVL b%%% ,F:)EBVF\{’;F;?\ ESQXIDQFXV'V*)?ULSS :
IRUBHQYLURQPHQWDO SURJUDPPHV WKURXJK LXV|\£ Q LO IXHO FROVXPSWLRQ E\
K7KH ,$* ODQDJHPHQW &RPPLWWHH SURYLGHV I% % GUDJ RQ DLUFUDIW WKURXJK WKH
IRUDUHYLHZLQJ DQG FKDOOHQJLQJ WKHVH S % w QLOP ZLWK PLEUR ULEOHWY WKDW P

VHWWLQJbVWUDWHJ\

K7KH ,$* 6XVWDLQDELOLW\ 6WHHULQJ *URXS REXW@DRUDEOH DYLDWLRQ IXHOV
UHSUHVHQWDWLYHV IURP DFURVYV WKH EXVLQY VB WRKH. GBY R WHHWWL XKWG E\ WKH DYLDWLRQ L
RI VXVWDLQDELOLW\ VWUDWHJ\ WDUJHWV LQLYROWRONHOQW GRIUORDIUPRGHKVVLO GHULYHG D

K7KH ,$* VXVWDLQDELOLW\ VWUDWHJI\ VHWV RXW FHIRQUFHGIY$7$ WHUP IRU WKLV W\SH RI IXHO DC
DQGbREMHFWLYHYV VWUDWHJI\ WDUJHWV SHRMKRDEWHUPHMUFK DV VXVWDLQDEOH DOWHUQT
DQGbRXU DSSURDFK WR ULVN PDQDJHPHQW PRVSKULOQWHYIHQBHW IXHO UHQHZDEOH MHW IXHC
VWDNHKROGHU HQJDJHPHQW DQG LQbJHQHUDO WKH VDPH LQWHQW LV PHDQW

K7KH ,$* 6XVWDLQDELOLW\ WHDP DQQXDOO\ UHYLHZV WKH_ *URX
GHFDUERQLVDWLRQ URDGPDS DQG XSGDWHYV W&H%ﬁ WLH_I\_’V%WLEQ%OIQ\ UHIHUV WR IXHOV SURG?
HDFK GHFDUERQLVDWLRQ OHYHU UHIOHFWL%M é’FB\R?H PERRLW DQLPDO PDWHULDO +RZ

LPSOHPHQWHG DQG WKH LOQLWLDWLYHV DSSU 95)1\]@% KD WR EH SURGXFHG 1UR
HV OFOXGLO S QRO ELRORJILFDO UHVRXUF

$V FDWHJRULVHG XQGHU RXU WUDQVLWLRQ SO@IGDVFQQ.CSWIHPNPR@H@)LLQ/ XXM G
JOLIKWSDWK 1HW =HUR VWUDWHJ\ WKH DFWLR?W"(WDNHQ WR DGGUHVV WKH

LPSDFWV Rl FOLPDWH FKDQJH DUH IRFXVHG RQ AKRBORA ¥REUHPYLFDO FKDUDFWHULVWLF\
GHQWLFDO WR WKRVH RI FRQYHQWLRQDO MHW I

1HZ DLUFUDIW DQG RSHUDWLRQDO HIILFLHQF\ PL[HG ZLWK WKH ODWWHU WR YDU\LQJ GHJUHHV
1HZ DLUFUDIW LQIUDVWUXFWXUH DQG GR QRW UHTXLUH WKH DG
,$* LV LQYHVWLQJ DER®OGR® EHWZHHQ DQEQJLQHV )XHOV ZLWK WKHVH SURSHUWLHV DUH
IRUb QHZ HIILFLHQW DLUFUDIW 7KHVH DLUFUDIXHDNV®DO L GIF UKNPOY WKBW X EH DXWRPDWLFDO
HIILFLHQF\ RI ,$*DV RSHUDWLRQV FRPSDUHG WH[M/KH Q1 IDAWSIRUWKBKHOOLQJ VIVWHPYV 7KLV GF
UHSODFH ,$* LV DOVR VXSSRUWLQJ WKH GHYHWREP,8QWZRIEGH®WHDYLDWLRQ
WHFKQRORJLHV ZKLFK LQFOXGHV LQYHVWPH
DQOHDGLQJ GHYHORS?—lU RI K\GU%JHQ HOH%%@&H*ﬁfLX%%\/\YHQBF\NKHVH IXHOV FXUUHQWO\
D LQJ RLOL @ BAKRHUE @2RZWK F\FOH E
H[DPSOHV RI HPLVVLRQ UHGXFWLRQV DFKLMMHG IRCRPERBZY UHF\FOHG LQWR IXHO DQG WKH:
DLUFUDIW LQFOXGH IOLJKW 6$) SURGXFHV VLPLODU OHYHOV RI FDUE

WLR DYLDWLRQ IXHOV ZKHQ EXUQHG
K,EHULD DQG $HU /LQJXV DGYDQFHG WKHLU |og||_-| §'l,[)gj8 Q Q Q

WHRQL v DOUHDG\ SDUW RI WKH F
SURJUDPPH ZLWK WKH LQWURGXFWLRQ RI WKJ ByVKH JURXQG VSHELILEDOOL IRU

QHZ JHQHUDWLRQ ORQJ UDQJH DLUFUDIW WKP&VL '_I!’%LDYd'UJWR(lﬁA)N)BVLQJ 6$) UHVXOWV LQ D UHG
KLI KHUIXHOHI IFLHQF\ DQG UHGXFHG &2 €HP WRQV FRP SDUHG HPLVVIROV FRPSDUHG WR WKH WUDGLWLRQDO M

WR SUHYLRXV PRGHOV EDVHG RQ WKH PDQXIQpRWHHYPESS R P¥KH IXHO



7KHUH DUH FXUUHQWO\ HLJKW FHUWLILHG SDWHKCIBRUMWR. @D DIGYDRFHG 6$) SDWKZD\V

EDVHG RQ XVH RI VSHFLILF WHFKQRORJLHV DQG*FROWWEXNY WK IFPDMNH GLUHFW LQYHVWPHQWYV L
SURFHVVHY DUH FHUWLILHG WR LQWHUQDWLR@GBD SWRBAEWURY MO BIRIMAK\U HE DVKDHO\VLQJ WKH ZLG
IXHOV DUH VDIH WR XVH ,$* UHTXLUHV LWV 6$53y P FRRISW\ ZKMAKHVIVOY IHRAWPHQWY DUH W\SLFDOO
VXVWDLQDELOLW\ FHUWLILFDWLRQ VFKHPHV SXUFKDVH DJUHHPHQWYV ZKLFK DUH FULWLFDO WR

(PLVVLRQ UHGXFWLRQV IURP WKH XVH RI 6%) Dg '13 §6 €| G&(V\%VI'%LHRGQHE?aeFlytv:/)\(Q'gLﬁQﬂsu\Aék;(%Eé

UHGXFWLRQ RI FDUERQ HPLVVLRQV RQ D *+* O LIJ: F&' Y R QBRIGOBORAANVD Q AH P HP

W\SLFDOO\ E\ RU PRUH FRPSDUHG ZLWK WK 0)(( L XQFK D QHZ LQYHVWPHOQ\V

UHSODFHV 6%$) DOVR FRQWDLQV IHZHU LPSXUL K \))O B \I§g BB LODELOLW\ DQG KLJK

ZKLFK HQDEOHVY DQ HYHQ JUHDWHU UHGXFWLR LQ UX él\{( G [L 6%

SDUWLFXODWH PDWWHU HPLVVLRQV WKDQ IRVVYV$OLEDXRIGNIDXQHOYLWK WHFKQRORJ\ GHYHORSHUYV
Rl1 6$) VXSSO\ RSWLRQV LQFOXGLQJ WKH SURMHF

6$) SDUWQHUVKLSYV

3URGXFHU 6LWH ORFDWLRQ $QWLFLSDWHG VXSS®$ )V WDRIGXEWWRIQ SDWKZD\

% 3 (XURSH &KLQD 6LQFH +\GURWUHDWHG HVWHUV DQG IDV
+()$ DQG FR SURFHVVHG

1HVWH )LQODQG 6LQJDSRUMLQFH +()$

3KLOOLSV +XPEHU 8. 6LQFH &R SURFHVVHG

5HSVRO &DUWDJHQD 6SDLQ 6LQFH +()%

ORHYH IRUPHUO\ &HSXBOYD 6SDLQ 6LQFH &R SURFHVVHG

(FR&HUHV 6KDQJKDL &KLQD 6LQFH +()$

67 *RWKHQEXUJ 6ZHGH®LQFH +()$

/DQ]D-HW *HRUJLD 86 6LQFH $OFRKRO WR MHW

7ZHOYH ‘DVKLQJWRQ 86 6LQFH 3RZHU WR OLTXLG

9DOHUR 7H[DV 86 6LQFH +()$

RUOG (QHUJ\ &DOLIRUQLD 86 6LQFH +()$

$HPHWLYV &DOLIRUQLD 86 +()$

,QILQLXP 7H[DV 86 3RZHU WR OLTXLG

'DVWHIURQW 6XQGHUODQG 8. 7\UH S\URO\VLV RLO

/DQ]D-HW 7HHVLGH 8. $OFRKRO WR MHW

1RYD 3DQJDHD 7HHVLGH 8. $GYDQFHG ELRHWKDQRO

&R SURFHVVHG 6$%$) LQYROYHV UHQHZDEOH RLOV +()$ ZKLFK DUH IHG LQWR D WUDGLWLRQDO SHWUROHXP U
H[LVWLQJ K\GURSURFHVVLQJ XQLWV WR FRQYHUW ERWK VWUHDPV LQWR MHW IXHO DQG RWKHU SURGXFWV 7
EXLOGLQJ D VHSDUDWH ELRIXHO SODQW W\SLFDOO\ PDNLQJ LW FKHDSHU DQG IDVWHU WR VFDOH

5ROH RI 6%) LQ WKH ,$* WUDQVLWLRQ SODQ 6XSSRUWLQJ HPLVVLRQV UHGXFWLRQV IRU RXU F
6$) LV DQ LPSRUWDQW SDUW RI ,$*DV WUDQVLWRRXSSORPQWV\WRKIH-FKEDOH XBWRI 6$) SURGXFWLRQ
JHUR HPLVVLRQV E\ ,Q WKH *URXS VHWFRVYWRE HUW WIKXIVRIRUWXQLWN WR FRQWULEXWF

6%$) D \HDU E\ GHSHQGHQW RQ DSSURSULDX\SSBRRYWHWERPHQVWRZQ 6FRSH HPLVVLRQ UHGXFW
SROLF\ VXSSRUW ,$* FROQWLQXHV WR PRQLWRUZ WK SWRW ARWERQONMWH EXVWRPHUV ,$* LV DEOH
DYDLODEOH SROLF\ VXSSRUW WR GHOLYHU WKDWQ ®& DUHLXWH7LKALY BRROXGHWLVVLRQV DFFRXQWL
,$*DV VKDUH Rl PDQGDWHYV RQ IXHO VXSSOLHUVHEGKVWERBRQV 8®)RPQ6$S) RQ D OLIHF\FOH EDVLV &
WKHb(8 DQG WKH 8. DQG WKH VXLWDELOLW\ RIZAKRUSKWFRRYB L6B) BRERSH HPLVVLRQ FHUWLILFD
IRUbYROXQWDU\ 6$) XVH DERYH RXU VKDUH RI WHKGXHWRRQGEDMRADUGY WKHLU 6FRSH OLIHF\FO!

$*bH[SHFWV WR XVH 6$) IRU  RI LWV WRWDOL&GéVﬂNU\ PREPHQVXIDWH WR D SURSRUWLRQ R
' [ ) IATG3"FKHVH DUH WISLFDOO\ XVHG WR UHGXFH
ZKLFKbZLOO FRQWULBXGNPMRDQ LQ OLIHF\FORErsy FDWHJRU\ XSVWUHDP WUDQVSRUWDWL
&2 bHPLVVLRQV LQ WKH VDPH \HDU RU  EXVLOHVV WUDYHO

'HOLYHULQJ RQ RXU FRPPLWPHQW ,Q $SULO ,$* HIWHQGHG RXU FR IXQGHG SXUF
Q URXS DLUOLQHV XVHG PRURQWKUQRI 6$) 2y 63) ZLWK OLFURVRIW E\ ILYH \HDUV LQFUHDYV
DQ LQFUHDVHYRUVXV 7KLV VDYHG PRUH WKR® g\ WRQQHY HTXDWLOJ WR D UHGXFWLRG

W&2RQ DbOLIHF\FOH EDVLV FRPSDUHG WREHtVEIG HPLVVLRQV E\ DSSUR[LPDWEHULD DOW &2
FRQYHQWLRQDO DYLDWLRQ IXH®I DEFRRX W IWMDIY B K HG D GHGLFDWHG 6$) LQLWLDWLYH GHVL.

6$) JRYHUQDQFH LQ ,$* FROODERUDWLRQ DPRQJ LWV FRUSRUDWH FXVWR

7KH *URXS DGPLQLVWHUV D 6$) ODQDJHPHQW *ORXERERPAHUN #RG (QG XVHUVD RI WKLV 6XVWD
RIbDFROOHDJXHV IURP ,$* 6XVWDLQDELOLW\ *URX5BRYPIEHRMFPWLRQ

UHSUHVHQWDWLYHV IURP HDFK RSHUDWLQJ FRPSDQ\ 7KH 68%)

ODQDJHPHQW *URXS PHHWV PRQWKO\ DQG UHSRUWY WR WKH 6$%)

6WHHULQJ *URXS 5HIHU WRbVHFWLRQ C(656 *HQHUDO 'LVFORVXUHVD

RIbDWKLY 6XVWDLQDELOLW\ VWDWHPHQW IRU PRUH GHWDLOV
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&DUERQ UHPRYDOV &DUERQ UHGXFWLRQV LQ RXU VXSSO\ FKDLQ
,$* VXSSRUWV WKH LQFOXVLRQ RI FDUERQ UHPRY® ®V WEH QIEXBWODDUV Rl WKH ,$*DV 6XSSO\ &1
GHFDUERQLVDWLRQ SDWKZD\V DQG H[WH UQDO DMIHNDWPPHQMRYE X %DV HR® DFKLHYLQJ RXU 6FRSH
RQbWKH ODWHVW URDGPDS WKH *URXS H[SHFWY, WR XVH DSSUR[LPDWHO

07 RI FDUERQ UHPRYDOV EHWZHHQ DQG TWRD Mg? w%DngKHG BVXSSO\FKDLQFDUEE
LWV 6FRSH HPLVVLRQV FRQGLWLRQDO RQFOW%HDggd b %kgg\ﬂﬁ PHQWLQJ PDWHULDO 6FR:
YHULILFDWLRQ DQGTXDOLW\VWDQGDUGVIRU@%WH DAY 5 gﬁ &%bh&HQWL”LQJWKH VX

Dhg J9 PLIRE,

DWW HAP L KH VWUDWHJI\ DLPV WR
SROLF\ VXSSRUW VXFK DV LQFOXVLR L HPLVYV UDGLL
Q Qe F Rog UHG IfJWLRQ LQLWLDWLYHY DFURVYV WKH

%\ ,$* ZLOO RQO\ XVH FDUERQ UHPRYDOV W R SRARWILIDIWWKHQTXDOLW\ RI HPLVVLRQ UHSRUWL!
UHVLGXDO HPLVVLRQV IURP LWV RSHUDWLRQV \DXE® VKXISSOD BHIFIDUJERQLVDWLRQ HIIRUWYV E\ FRC
FRQWLQXHV WR HQFRXUDJH VXSSOLHUV WR UHBXIPHVHRQVVIDRFFQWRD®PG66() YLD &'3 DVNLQJ VXSS
WUDQVLWLRQ IURP RIIVHWY WR UHPRYDOV E\ LRKOAGDGNH) WDWYHWXW\UDLQ@EGOAIWIK ,$*DV QHW ]H
FODXVH WR DOO FRQWUDFWYV ZLWK VXSSOLHUWDISDHFOAX\G LEXILOBQEZIHG RU

DPHQGHG FRQWUDFWY DFURVYV WKH *URXS $V SDUW RI ,$*DV 6XSSO\ &KDLQ 6XVWDLQDELOLW
6XSSRUWLQJ WKH GHYHORSPHQW RI FDUERQ UABRYMIRWP DOVR NLFNHG RII D 6XSSOLHU (QJDJH
7KH *URXS FRQWLQXHV WR DGYRFDWH IRU HITHFWLYH Z2BLEKSHR@QERXHDIHV VXSSOLHUV WR VKDU
WKDWbVXSSRUW WKH GHYHORSPHQW RI FDUERBRPIRRRPHQ WWHPBPKQEGERPRUERY UHGXFWLRQ HITRUW\
‘H UHVSRQGHG WR WKH 8.DV FRQVXOWDWLRQ FQDQWBHUDPWLEBWVDOPERYRWHQWLDO FROODERUD
UHPRYDOV LQ WKH 8. (76 LQ DQG FRQWULEXRNDHOG/ W,R WKH ,$SGDWRVIRUP H[SDQGHG WKH SUFR
RI'$ (DV C'HVWLQDWLRQ D URDGPDS ZKLFK ZDDWHGQXEOLQ/XKXKHBAGWMKQVXSSOLHUV DFURVYVY WKH IROC
JHEUXDU\ DQG RXWOLQHV LQGXVWU\ H[SHFWDWHBRRYLHW WKHFKYDYHWV VHDWY HQJLQHV ORJLV
RIbFDUERQ UHPRYDOV WRZDUGV RXU QHW JHUR JRDO ,$* DOVR

UHVSRQGHG WR D 8. FDOO IRU HYLGHQFH IRU
RQ JUHHQKRXVH JDV UHPRYDOV DQG FRQWLQ
RQ WKH UROH RI FDUERQ UHPRYDOV LQ VFLHQ
GHYHORSPHQW E\ WKH 6%7L DQG ,62

7KH 8. 6%) PDQGDWH LV D JUHHQKRXVH JDV ED
ZKLFKbUHZDUGY SURMHFWV WKDW FDRUFMRBRW®KX
FDUERQ DV SDUW RI WKH RYHUDOO SURGXFWL
WKDW WKLV LV WKH EHVW URXWH IRU DYLDWLR
RI FDUERQ UHPRYDOV LQ WKH QHDU WHUP :H
WRbHQJDJH ZLWK UHJXODWRUV WR KLJKOLJK
QHHGHG WR DOORZ DYLDWLRQ WR SOD\ LWV S
VXSSO\ RI JUHHQKRXVH JDV UHPRYDOV

,Q %ULWLVK $LUZD\V ZRUNHG ZLWK PHPEH
$YLDWLRQ WR GHYHORS DQ DGYDQFHG PDUNH
IRUbFDUERQ UHPRYDOV WR VXSSRUW IXWXUH

*URXS DLUOLQHYVY FRQWLQXH WR RIIHU FXVWR
PDNH DbILQDQFLDO FRQWULEXWLRQ WR VXSSR

GHU ,
LQJ R
QW D
ITHUH
6HYH
DOVR

QWLI\
WKH L
GXFH
RVDO
DQG V



OHWULFV DQG WDUJHWYV

( = 7bUJHWY UHODWHG WR FOLPDWH FKDQJH PLWLJDWLRQ DQG DGDSWDWLRQ
,$*DV WUDQVLWLRQ SODQ IRFXVHV RQURPGMHAMQ IXBIO KKFAFOBV&W KLY UHSUHVHQWYV RYHU RI 6F
7KH *URXS PHDVXUHV LWV IXOO FDUERQ IRRWSULQW DQG WUDFNV PXOWLSOH PHWULFV HDFK T>

,$*DV HPLVVLRQ UHGXFWLRQ WDUJHWYVY DUH VHW RXW LQ WKH HQYLURQPHQWDO VXVWDLQDELOL
7KHVH WDUJHWYV DUH UHYLHZHG RQ D UHJXODU EDVLY DJDLQVW DYDLODEOH SROLF\ VXSSRUW L
FRPSHWLWLYH ZLWK LWV SHHUV ,$* FRQWLQXHV WR DGYRFDWH EDODQFHG UHJXODWLRQ WKDW
HFRQRPLF DQG VRFLDO LPSRUWDQFH 5HIHU WR VHFWLRQ ( IRU PRUH LQIRUPDWLRQ

7KH IROORZLQJ WDUJHWV DUH VHW WR PLWLJDWH ,$*DV PDWHULDO LPSDFWV DV LGHQWLILHG E

%DVH \HDU WDUJHW WDUJHW WDUJHW
*URVV 6FRSH *+* HPLYWLRQV UHGXFWLRQ LQ QHWLBRRBHUR 6FRSH DQG
W& H HPLVVLRQV WR P L OHORIRQY MFRIDQBFURVY RXU 1XC

7KLV HTXDWHV WR D URSHBWWRAQ®M DQG VXSSO\ F
JURVV HPLVVLRQV WR &DUEIRMOWRPBRYDOV IRU DQ\ |

WRQQHYV HPLVVLRQV 7KLV HTXDWHYV
*URVV 6FRSH *+* HPLYVALRQV UHGXFWLRQ LQ QHWPEPRIGKFWLRQ RIDJURVV HP
W& H HPLVVLROQV WR PLOMRO WREBRAYRQ WRQQHYV
(QHUJ\ HIILFLHQF\ DQG UHGXFWLRQ LQ FDUERQ UHGXFWLRQ LQ FDUERQ
FRQVXPSWLRQ UHGXFWIGRQHQVLW\ WSNPJ&2 LQWHQVLW\
IOLJKW RQO\ FDUERQ LQWHQVLW\
LQFOXVLYH RI 6%) &2
UHGXFWLRQV
)XHO VZLWFKLQJ 6$) IXHO 63) XVH E\ 13
FRQVXPHG
(OHFWULILFDWLRQ 1RW PDWHULDO 1RW PDWHULDO 1RW PDWHULDO
8VH Rl UHQHZDEOH HQHRW PDWHULDO 1RW PDWHULDO 1RW PDWHULDO
3KDVH RXW VXEVWLWXWMWRRDWHULDO 1RW PDWHULDO 1RW PDWHULDO
RUBPRGLILFDWLRQ RI SURGXFW
3KDVH RXW VXEVWLWXWRWRRDWHULDO 1RW PDWHULDO 1RW PDWHULDO
RUDPRGLILFDWLRQ RI SURFHVV
2WKHU C E\ D ZDVWH UHGXHWHRQLRQ RI ZDVWH WH®SXFWLRQ

DQG UHF\FOLQJ WDUJHMWQ/G UHF\FOLQJ WDUJHWV WR
LQFOXGLQJ D UHGXFWLRQ
LQbYLUJLQ 683 SHU $6.

$EVROXWH HPLVVLRQ UHGXFWLRQ WDUJHWYV &DUERQ LQWHQVLW\ UHGXFWLRQ WDUJHWYV

,$* KDV D UHGXFWLRQ WDUJHW IRU LWV QHWQFRSH$* WHW\DLRV@QWIHW WR UHGXFH WKH FDUEF
E\b FRPSDUHG WR OHYHOV DQG LV ZRUNDQU MURZ WURYHQBW LRQV E\ IURP LWM 2 EDVH(
JHUR HPLVVLRQV E\ 'LUHFW HPLVVLRQV DVSRPEDWHG7XLWEW®IDIWHW ZDV ILUVW DFKLHYHG L(
GLUHFW RSHUDWLRQV LQFOXGH HPLVVLRQV IURP WHW YRS GLHYHYCUBHEGVEVRIORQ LQ HPLVVLRQV
QDWXUDO JDV DQG KDORQV 6RXUFHV RI WKHVARPEBIDWHER WRLQFOXEBHHU WR VHFWLRQ ( IRU PR
DLUFUDIW HQJLQHVY ERLOHUV $38V DQG JURX@®G YHK|$OBILRgIWRHOFKLHYH D UHGXFWLRQ LQ
,$*DV WDUJHW WR UHGXFH 6FRSH HPLVVLRQVLQWIOXGIHV\ UHGKUFMOL\RIGM W R E\

IURP WKH XVH RI 6$) LQ LWV JURVV HPLVVLRQV EDOFXODWLRO TKH 8

QHW 6FRSH HPLVVLRQ UHGXFWLRQ WDUJHW HI¥BWHWRRIHWA, USIQDRTG WR FOLPDWH FKDQJH

W&H E\ RU PLOOHRIQQWEXLYDOHQW JURYYDPSWDWLRQ

6ERSHb HPLVVLRQV 6$) LV SDUW RI ,$*DV WUDQVLWLRQ SODQ WR UHC
Db*+* OLIHF\FOH EDVLV W\SLFDOO\ E\ RU PRU

JQGLUHFW HPLVVLRQV DVVRFLDWHG ZLWK HOHF WU EF LAWV\OOH MIQW URK QG LIWF UBISWIDREY |, Q L $

OLNH RIILFHV ORXQJHV GDWD FHQWUHV DQG &$)QX DD YHURIG O HHIOWHOBIVYRVYV LWVbIOHHW E\

WKDQ RI WRWDO ,$* HPLVVLRQV DQG WKHURIRMIHSSER SRHDWHRIRYHUQPHQW SROLF\ VXSSRU\
VHWbD QHDU WHUP WDUJHW IRU WKH UHGXFWLRRURIHWKHYVIISBP LMY LRROWLQXHYV WR DGYRFDWH |
,$*bPRQLWRUV WKH XVH RI UHQHZDEOH HOHFWUWRBAQP BURWWH MWRVHRBHNIDMWIR@I W\ Rl DIIRUGDEO
DQG ZH DUH FRPPLWWHG WR QHW JHUR 6FRSH WHRHVVYHRDOQMIEW OLIHF\FOH HPLVVLRQ UHGXFWLR

@ .5* 2DV WKH ILUVW DLUOLQH JuRXs zRUBRIGBNWEAAREHE QAL EQUXIILELHOW oLwLDwl
RI QHW JHUR 6FRSH HPLVVLRQV E\ 7KLV Z U L§ }1—|\9 Q—b LOWURGXFLQJ PHFKDQLVPV -
E\ D WDUJHW RI D UHGXFWLRQ LQ QHW 6FRS gl—lf L \_

brERRYWY P

FRPSDUHG WR D EDVHOLQH 7KHVH WD VH WK:: XVH RIY?-|$L}\JROIREEISV(\3IS\PE[
GHOLYHUHG LQ FROODERUDWLRQ ZLWK VXSSO %%%@%%VHPLVVLRQ UHG
E\ PRQLWRULQJ VXSSOLHU VXVWDLQDELOLW\ SHU LQ
ZLWK VXSSOLHUV RQ WKHLU VXVWDLQDELOLW\9%\ODQV, QB[ $IPEWME LR XVH 6$) IRUDb RI WRWDO
FOLPDWH UHTXLUHPHQWY LQWR VXSSOLHU FRQWbBHDG WRFOPXAVMHYWIHIEGWR VXSSRUWLQJ D YDULHW
SURGXFW VSHFLILFDWLRQV UHPRYDO VROXWLRQV DQG E\ ZLOO XVH FDUE

WR PLWLIJDWH DQ\ UHVLGXDO HPLVVLRQV IURP L\



(QYLURQPHQW RRO@\WYHYXH G

( = (QHUJ\ FRQVXPSWLRQ DQG PLJ[
,$*DV PDWHULDO HQHUJ\ FRQVXPSWLRQ LV IURP WKH XVH RI MHW IXHO ZKLFK DFFRXQWV IRU P/

5HIHU WR ( A *URVV 6FRSH DQG WRWDO *+* HPLVVLRQV IRU HPLVVLRQV LQWHQVLW\ SHU
(QHUJ\ FRQVXPSWLRQ DQG PL[ 8QLW YO\
(QHUJ\ FRQVXPSWLRQ IURP IRVVLO VRXUFHYV

)JXHO FRQVXPSWLRQ IURP FRDO DQG FRDO SURGXFWYV 0:K A A A

)JXHO FRQVXPSWLRQ IURP FUXGH RLO DQG SHWUROHXP SURGKFWYV

Rl ZKLFK LV I[URP MHW IXHO 0:K

Rl ZKLFK LV I[URP JDV RLO IRU JHQHUDWRUV 0:K A A A

Rl ZKLFK LV IURP JDV RLO IRU DLUSRUW YHKLFOHV *DVROHRK%

Rl ZKLFK LV IURP GLHVHO IRU JHQHUDWRUYV 0:K A A A

Rl ZKLFK LV IURP GLHVHO IRU YHKLFOHV *DVROHR $
RI' ZKLFK LV I[URP SHWURO

)XHO FRQVXPSWLRQ IURP QDWXUDO JDV

)XHO FRQVXPSWLRQ IURP RWKHU IRVVLO VRXUFHV A A A
&RQVXPSWLRQ RI SXUFKDVHG RU DFTXLUHG HOHFWULFLW\ KHDW VWHDP DQG FRROLQJ

O O o o
A XXX

IURP IRVVLO VRXUFHYV 0:K
7TRWDO IRVVLO HQHUJ\ FRQVXPSWLRQ FDOFXODWHG DV WKHHKVXP RI OLQHV WR
6KDUH RI IRVVLO VRXUFHV LQ WRWDO HQHUJ\ FRQVXPSWLRQ SWV
&RQVXPSWLRQ IURP QXFOHDU VRXUFHYV 0:K A A A
6KDUH RI FRQVXPSWLRQ IURP QXFOHDU VRXUFHV LQ WRWDO HQHUJ\ FRQAVXPSWLRQ A

(QHUJ\ FRQVXPSWLRQ IURP UHQHZDEOH VRXUFHYV

)JXHO FRQVXPSWLRQ IURP UHQHZDEOH VRXUFHV LQFOXGLQJ ELRPDVV DOVR FRPSULVLQJ
LQGXVWULDO DQG PXQLFLSDO ZDVWH RI ELRORJLF RULJLQ ELRIRV UHQHZDEOH K\GURJHQ HWF

Rl ZKLFK LV IURP 69%) 0:K

&RQVXPSWLRQ RI SXUFKDVHG RU DFTXLUHG HOHFWULFLW\ KHDW VWHDP DQG FRROLQJ
IURP UHQHZDEOH VRXUFHYV 0:K

7KH FRQVXPSWLRQ Rl VHOIl JHQHUDWHG QRQ IXHO UHQHZDEKH HQHUA\ A A

7TRWDO UHQHZDEOH HQHUJ\ FRQVXPSWLRQ FDOFXODWHG DV WKH VXP RI OLQHV WR
LQFOXGLQJ 68%) 0:K
6KDUH RI UHQHZDEOH VRXUFHV LQ WRWDO HQHUJ\ FRQVXPSWLRQ SWV
7TRWDO HQHUJ\ FRQVXPSWLRQ FDOFXODWHG DV WKH VXP RI QLKQHYV DQG
6KDUH RI UHQHZDEOH HOHFWULFLW\ SwWV
(QHUJ\ LQWHQVLW\ SHU QHW UHYHQXH 8QLW YO\

7TRWDO HQHUJ\ FRQVXPSWLRQ IURP DFWLYLWLHYV LQ KLJK FOLPDWH LPSDFW VHFWRUV
SHUbQHW UHYHQXH IURP DFWLYLWLHYV LQ KLJK FOLPDWH LPBEBF®W VHFWRUV

7R FDOFXODWH WKH HQHUJ\ LQWHQVLW\ SHU QHW UHYHQXH DOO IXHO FRQVXPSWLRQ DVVRFLD'
DV D KLJK FOLPDWH LPSDFW VHFWRU DQG FODVVLILHG DV SDUW RI WKH *URXSDV 6FRSH HPL)
( = *URVV 6FRSH DQG WRWDO *+* HPLVVLRQV

YHUVXV
8QLW YO\

BFRSH *+* HPLVVLRQV
7RWDO JURVV 6FRSH *+* HPLVVLRQV NW&i

(PLVVLRQ UHGXFWLRQV IURP WKH XVH RI 6%) NW&2 QD
YOLJKW RQO\ FDUERQ LQWHQVLW\ WHBOFWLYRHIE R 65N R 2

JOLJKW RQO\ FDUERQ LQWHQVLW\ UHGKEXWMIRGIMR 6)P& 2

(PLVVLRQ UHGXFWLRQ LQLWLDWLYHV YROXPH RINMRLYVLRQV UHGXFHG

&2 SHU UHYHQXH WRQQH NLORPHWUH J&2H 57.

1HW 6FRSH HPLVVLRQ UHGXFWLRQV

SHUFHQWDJH RI 6FRSH *+*
HPLVVLRQV IURP UHJXODWHG HPLVVLRQ WUDGLQJ VFKHPHYV SWV SWV

(76 FDOFXODWHG DV HPLVVLRQV DERYH WKH VKDW&HERI WKH (76 FDS
&256,% GDWD H[SHFWHG E\ 2FWREHU NW & QD
I9ROXQWDU\ RIIVHWY H[FOXGLQJ FXVWRPHU FROWWRBIEXWLRQV
7TRWDO QHW 6FRSH *+* HPLVVLRQV NW &R

2WKHU HPLVVLRQV IURP 6FRSH DFWLYLWLHYV

OHWKDQH &+ NW&+

ILWURXYV R[LGHV NW12

O O
O O




YHUVXV

8QLW YO\
6FRSH *+* HPLVVLRQV
*URVV ORFDWLRQ EDVHG 6FRSH *+* HPLVVLRQWW&H
*URVV PDUNHW EDVHG 6FRSH *+* HPLVVLRQV NW&H#
6FRSH FDUERQ LQWHQVLW\ ORFDWLRQ J&2 0:K
6FRSH *+* HPLVVLRQV
7RWDO JURVV LQGLUHFW 6FRSH *+* HPLVVLRRW&H
&DWHJRU\ 3XUFKDVHG JRRGV DQG VHUYLFHV Nw&#
&DWHJRU\ &DSLWDO JRRGYV NW & A A A A A
&DWHJRU\ )XHO DQG HQHUJ\ UHODWHG SURGXRWILRQ
&DWHJRU\ 8SVWUHDP WUDQVSRUWDWLRQ DQGNM&INULEXWLRQ
&DWHJRU\ :DVWH JHQHUDWHG LQ RSHUDWLRQWW&H
&DWHJRU\  %XVLQHVV WUDYHO NW &
&DWHJRU\ (PSOR\HH FRPPXWLQJ NW &id
&DWHJRU\ 8SVWUHDP OHDVHG DVVHWYV NW &id A A A A A
&DWHJRU\ 'RZQVWUHDP WUDQVSRUWDWLRQ D QW &EVWULEBXWLR QA A A A
&DWHJIRU\ 3URFHVVLQJ RI VROG SURGXFWV NW&H A A A A A
&DWHJIRU\ 8VH Rl VROG SURGXFWYV NW&H
&DWHJIRU\ (QG RI OLIH WUHDWPHQW RI VROG BWRBXFWYV A A
&DWHJIRU\ '"RZQVWUHDP OHDVHG DVVHWYV NW & A A
&DWHJRU\ YJUDQFKLVHV NW &
&DWHJRU\ ,QYHVWPHQWYV NW &id
727%$/ HPLVVLRQV
6FRSH 6FRSH ORFDWLRQ EDVHG 6FRSH NW&H A
727%$/ HPLVVLRQV 6FRSH 6FRSH PDUNHW EDVNMB&IBFRSH A

OHWULFV ZLWK DQ DVVRFLDWHG WDUJHW A SOHDVH UHIHU WR C( 7DUJHWY UHODWHG WR FOLPDWH FKDQJ}

'LVFORVHG IRU WKH SXUSRVH RI WKLUG SDUW\ FRUSRUDWH UHSRUWLQJ 7KLV FDUERQ LQWHQVLW\ ILIJXUH LV

*UDPPHV RI &U SDVVHQJHU NLORSNPWUN DWDQGDUG LQGXVWUN PHDVXUH RI IOLJKW IXHO HIILFLHQF\ W I
XVH E\ WRWDO SDVVHQJHU NP DVVXPLQJ RQH FDUJR WRQQH NP LV HTXLYDOHQW WR SDVVHQJHU NP WKH
7KLVbFDOFXODWLRQ H[FOXGHV WKH MHW IXHO XVHG E\ IUDQFKLVHHV FDUJRbFDUULHG RQ RWKHU DLUOLQH
ZLWK LQGXVWU\ JXLGDQFH 7KLV FDUERQ LQWHQVLW\ FDOFXODWLRQ LV XVHG IRU FDORKROLWWLRQ BHGXDPW LA
DFKLHYHG IURP 6%) 6%) UHGXFWLRQV DUH FDOFXODWHG XVLQJ DFWXDO OLIHF\FOH DQDO\VLV /&% FDUERQ
*URXS DQG VXEWUDFWLQJ WKH DFKLHYHG HPLVVLRQ UHGKFRM/BQVQWRP RXU WRWDO 6FRSH &2

(PLVVLRQV FRYHUHG XQGHU WKH &256,%$ ZLOO EH LQFOXGHG LQ RXU 6FRSH QHW HPLVVLRQV FDOFXODWLRQ
XQLWV E\ *URXS DLUOLQHV LV FRPSOHWHG )RU HPLVVLRQV IURP SKDVH FRYHULQJ VFKHPH \HDUV
(PLVVLRQ YROXPHV UHSRUWHG LQ UHIOHFW ILQDO RIIVHWWLQJ REOLIJDWLRQV FRPPXQLFDWHG E\ UHJXO
J)DFWRUD E\ ,&%$2 (PLVVLRQ YROXPHV IRU ZLOO EH FRQILUPHG E\ 1RYHPEHU

7KH VFRSH Rl DFWLYLWLHY DQG HPLVVLRQV UHSRUWHG LV FRQVLVWHQW ZLWK SUHYLRXV \HDU\
DQG HQHUJ\ XVH E\ DSSURSULDWH FRQYHUVLRQ IDFWRUV WKDW DUH DOLJQHG ZLWK WKH ,3&& )
FRQYHUVLRQ IDFWRUV DUH DSSOLHG DFURVV WKH *URXS DV WKHVH DUH GHHPHG WR EH WKH PR)
RUJDQLVDWLRQV UHSRUWLQJ RQ 8. RSHUDWLRQV DV SHU WKH 'HSDUWPHQW IRU (QYLURQPHQW
JRUbBFRSH HPLVVLRQV RQO\ D PDUNHW EDVHG IDFWRU KDV EHHQ XVHG IRU 6SDQLVK ORFDWLR
2WKHUbDHPLVVLRQV IDFWRUV VXFK DV WKHb,($ HPLVVLRQV IDFWRUV DUH XVHG LQ VSHFLILF FD

)XHO PHWULFV LQ PRUH GHWDLO
7KH IROORZLQJ PHWULFVY EHORZ GHWDLO RXU MHW IXHO FRQVXPSWLRQ LQFOXGLQJ PDQGDWHG

J)XHO PHWULF 8QLW YO\ YHUVXV
7RWDO MHW IXHO FRQVXPHG 07 IXHO

7RWDO 6$%) FRQVXPHG .7 IXHO A

21 ZKLFK LV PDQGDWHG .7 IXHO QD SWV QD

21 ZKLFK LV YROXQWDU\ .7 IXHO QD SWV QD

(8 (76 DGGLWLRQDO DOORZDQFHY8URBEHLYHG A oD A o D
WKURXJK WKH )((76 SURJUDPPBHOORZDQFHV

)XHOV (OLJLEOH IRU (76 6XSSRUW )((76

,Q ODUFK WKH *URXS DLUOLQHV DSSOLHG IRU WKH (8 6$) VXSS Boinsin LODEOH
WKH (8 (76 WKURXJK WKH )((76 5HIXODWLRQ 7KLV VXSSRUW PHFK-theEum ea:Union RWH WKI
XSWDNH RI 6$) E\ JUDQWLQJ (8 (76 HPLVVLRQ DOORZDQFHV WR DL P RI 6$) R

URXWHV ZLWKLQ WKH VFKHPH 7KH DOORZDQFHV KHOS EULGJH WKH SULFH JDS EHWZHHQ FRQYF
IXHO DQG 6$) RQ IOLJKWV FRYHUHG E\ (8 (76 FDUERQ SULFLQJ

'XULQJ *URXS DLUOLQHV XSOLIWHBRRRHY WKB®) RI ZKLFK WRQQHV TXDOLILHG IRU (8 (
%DVHG RQ WKLY YROXPH WKH *URXS DoV DHPADAYVGERQ@YV DOORZDQFHYV LQ 6HSWHPEHU ZKLFK YI
WR HDFK DLUOLQHDYV (8 (76 UHJLVWU\ DFFRXQW %DVHG RQ WKH ZHLJKWHG DYHUDJH SULFH
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'"HOHJDWHG 5HIJXODWLRQ (8 DV SXEOLVKHG RQ WKH FRPPRQ DXFWLRQ SODWIRUP Q
ILQDQFLDO VXSSRUW RI Q 5HIHU WR QRWH RI WKH FRQVROLGDWHG ILQDQFLDO VWDWH
IRU (8 (76 DOORZDQFHYV

'XH WR WKH UHWURVSHFWLYH QDWXUH RI WKLV SURJUDPPH WKH *URXS DLUOLQHYV ZLOO UHFHL

IRUb6$) YROXPHV XSOLIWHG LQ DV SDUW RI WKHLU (8 (76 FRPSOLDQFH F\FOH

*URVV HPLVVLRQV E\ FRXQWU\ RI DFWLYLW\

7KH WDEOH EHORZ VKRZV *+* HPLVVLRQV DJJUHJDWHG E\ PDLQ FRXQWU\ Rl RXU RSHUDWLRQ\
RI KXE RSHUDWLRQV

IRFDWLRQ 8QLW 6FRSH 6FRSH ORFDWLRQ ED6HR=SH PDUNHW EDVH(
,UHODQG NW &id

6SDLQ NW &

8QLWHG .LQJGRP NW &

2WKHU NW & A A

%LRIJHQLAHEBRVVLRQV

7KH WDEOH EHORZ VKRZV WKH YROXPH RI ELRIJHQLF HPLVVLRQV HQEOXIGRH®V Z DW KW QI BWBHNG E\ VE
%LRIJHQLF HPLVVLRQV DUH WUHDWHG XQGHU WKH *+* 3URWRFRO DV HPLVVLRQV WKDW DUH FRQ
WKHbFRPEXVWLRQ RU GHFRPSRVLWLRQ RI ELRPDVYV

/IRFDWLRQ 8QLW 6FRSH 6FRSH

%LRIJIHQLHRBRRVVLRQV NW &HE

(PLVVLRQV LQWHQVLW\ SHU QHW UHYHQXH
(QHUJ\ LQWHQVLW\ LV FDOFXODWHG E\ GLYLGLQJ WRWDO *URXS UHYHQXH E\ WKH VXP Rl 6FRSH

*+* SHU QHW UHYHQXH 8QLW YO\

7TRWDO UHYHQXH DV SHU WKH ILQDQFLPQO/NLRWYHPHQWV

7RWDO *+* HPLVVLRQV ORFDWLRQE®ONHEOOLRQ Q
SHU QHW UHYHQXH

7TRWDO *+* HPLVVLRQV PDUNHW EDWMHBG PLOOLRQ Q
SHU QHW UHYHQXH

6FRSH HPLVVLRQV $V PRUH GDWD IURP VXSSOLHUV EHFRPHYV DYDLOD
,$* TUDQVIRUP ILUVW SDUWQHUHG ZLWK :DWHUMKHEH DHAXWBMBHGD BPIO@WL WQ\ PDWHULDO UHVWDW
SODWIRUP LQ WR LPSURYH UHSRUWLQJ RI | DIXWRRESHUHSRUWY ZLWKbH[SODQDWLRQV SUR)

&DWHJIRU\ SXUFKDVHG JRRGV DQG VHUYLFHVIURPDOWKISSS@LHWYV LV QRW DYDLODEOH VWDQGDU
,$* DVVHVVHG DOO FDWHJRULHV Rl 6FRSH HPULWWMHEBY DV GHILQHG

E\ WKH JOREDO *+* 3URWRFRO 7KH VFRSH RI b/
LV EDVHG RQ PDWHULDO SURFXUHPHQW FDWHJERLyg,ﬁg ﬁgIXS%%%Wi%YVHVTEVV';%%VH;’;S
PRVW PDWHULDO FDWHJRULHV EHLQJ MHW IXH &8 Q

DQG VHUYLFHV UHSRUWHG XQGHU 6FRSH DQG(@FR§H GHMSHEWHGHJCR’\RGV DQG VHUYLFHV HI
'XULQJ ZRUN KDV FRQWLQXHG WR LPSURYH \8 GDWD IUKRHPUXXDVY/VXDSLSQODLEHLUO:EEV\\/ lGJLH\é
RIb6FRSH HPLVVLRQ FDOFXODWLRQV IURP ,$*D Q A WHUQDO YHULI
8QGHUbBWKH WKLUG SDUW\ FRGH RI FRQGXFW VX u Foo En Ve TKL
WR SURYLGH ,$* ZLWK VSHFLILF HPLVVLRQ LQIRU A
$* UHYLHZV WKH TXDOLW\ RI WKH LQURIYE B IMLER) EL' va FDOFXODWLRQV XVLQI D v
WKH VXSSOLHUDV PHWKRGRORJ\ IURPDZHDO WR W o Y WR LOFUHDVH WK X
LQFRUSRUDWLQJ WKHP LQWR WKH IRRWSULQW 55

*URXS VHHNV WR UH FDWHJRULVH HPLVVLRQV

iDXGLWDEOH
&DWHJRU\ WR RWKHU 6FRSH HPLVVLRQ FD JV UHODWHG DFWLYL!

DSSURSULDWH DFWLYLW\ :KLOH WKH PHWKRGR URGiExER/&$EF§\yHE§%V'DVJ
LPSURYH WKH *URXS PD\ LQFOXGH HPLVVLRQV I g Q Q

RI VXSSOLHUV DFURVYV GLIIHUHQW 6FRSH HPLX%& ? DP WUDQVSRUWDWLRQ DQG G

HPLVVLRQV XVH DFWLYLW\ GDWD E\ UHO\LQJ RQC
SURYLGHUDV VKLSPHQWY GHWDLOYV

( = &DUERQ UHPRYDOV DQG PLWLJDWLRQ SURMHFWYVY ILOQDQFHG WKURXJK FDUERQ FUHGL
&DUERQ UHPRYDO VROXW LRQWYHHD[®\ULDF W &2 DWPRVSKHUH DQG VWRUH LW LQ ELRORJLFDO RU JH
UHPRYDOV DQG FDUERQ FUHGLWYVY YLD PDQGDWHG XVH WRZDUGV REOLJDWLRQV LQ FDUERQ PD!
WKHbGHOLYHU\ Rl WKH *URXSDV QHW JHUR HPLVVLRQV WDUJHW ,$* GRHVY QRW SURGXFH FDUER
RSHUDWLRQV ([DPSOHV RI SODQQHG FDUERQ UHPRYDO XVH LQ RXU WUDQVLWLRQ SODQ LQFOX(

K1DWXUH EDVHG VROXWLRQV 1%6 A LQFOXGH FUHDWLQJ QHZ IRUHVWY DQG SHDWODQG

K%LRHQHUJ\ FDUERQ FDSWXUH DQG VWRUDJH % (&&6 A FDSWXULQJ ELRJHQLF FDUERQ IURP LQ
XQGHUJURXQG DTXLIHUV

K&DUERQ FDSWXUH DQG VWRUDJH &&6 ZLWK 6%$) SURGXFWLRQ A DV DERYH DQG LQFOXGRGJ WK

K'LUHFW DLU FDSWXUH '$& A@BEMRYEQQUU&KP WKH DLU XVLQJ D FDWDO\VW



&DUERQ UHPRYDOV ZLWKLQ RXU URDGPDS

,$* FDUERQ UHPRYDOV URDGPDS
PLOOLRQ WRQQHM &2

—— 7RWDO UHPRYDO&&6 6%) M 1%6 MW %(&&6 M '$&

,$* FRQVLGHUV FDUERQ DYRLGDQFH SURMHFWY DV D NH\ WUDQVLWLRQDO VROXWLRQ HQ URXWF
FDUERQ UHPRYDOV WR PHHW DQ LQFUHDVLQJ VKDUH RI LWV &256,%$ REOLIJDWLRQV EHWZHHQ
DQG VXSSRUWYV ZLGHU JXLGDQFH RQ KRZ WR WUDQVLWLRQ WR UHPRYDOV VXFK DV WKDW SURYLG

&DUERQ FUHGLW SURMHFW ILQDQFLQJ
,$* LV FRPPLWWHG WR VXSSRUWLQJ D YDULHW\ RI LQQRYDWLYH FDUERQbUHPRYDO VROXWLRQV
DYDLODEOH DQG LQGHSHQGHQWO\ YHULILHG WRGD\ DVbZHOO DV PRUH LQQRYDWLYH WHFKQRO
WHFKQRORJLHV PD\ LQYROYH D FRPELQDWLRQ RI IRUZDUG GHOLYHU\ SURFXUHPHQW DQG SURM]|
RIBFDUERQ UHPRYDO WHFKQRORJLHYV DORQJVLGH UHOHYDQW JRYHUQPHQW VXSSRUW

:KHQ ,$* RU LWV RSHUDWLQJ FRPSDQLHY FKRRVH WR YROXQWDULO\ SXUFKDVH FUHGLWYV IURP F
ZRUN LQ FROODERUDWLRQ ZLWK NH\ SDUWQHUV FDUU\ RXW GXH GLOLJHQFH WRbVHOHFW UHSX
DQG DOLJQ ZLWK YHULILHG TXDOLW\ VWDQGDUGYV VXFK DV *ROG 6WDQGDUG 3XUR 6WDQGDUG |

7KH *URXS FRQWLQXHV WR DGYRFDWH SROLFLHV WKDW ZLOO DFFHOHUDWH JOREDO XSWDNH RI
(PLVVLRQV DQG RWKHU WUDGH DVVRFLDWLRQV DQG VXSSRUWY WKH LQFOXVLRQ RI UHPRYDOV L
LQFOXVLRQ UHPDLQV IDLU IRU DOO PDUNHW SDUWLFLSDQWYV

&DUERQ FUHGLWY FDQFHOOHG LQ

'"HWDLOV RI FDUERQ FUHGLWY FDQFHOOHG E\ WKH *URXS DQG LWV RSHUDWLQJ FRPSDQLHV LQ
&DUERQ FUHGLWY FDQFHOOHG LQ WKH UHSRUWLQJ \HDU YO\
7TRWDO HW&2

6KDUH IURP UHPRYDO SURMHFWYV

6KDUH IURP UHGXFWLRQ SURMHFWYV A

6KDUH RI SURMHFWYV IURP D YHULILHG FDUERQ VWDQGDUG A
6KDUH IURP SURMHFWYV ZLWKLQ WKH (8 A A
6KDUH RI FDUERQ FUHGLWYV WKDW TXDOLI\ DV FRUUHVSRQGLQJ DGMXVWPHAQWYV

&DUERQ FUHGLWY SODQQHG WR EH FDQFHOOHG LQ WKH IXWXUH E\

7RWDO MV&2
VXP Rl WRWDO FDUERQ FUHGLWY FDQFHOOHG LQ WKH UHSRUWLQJ \HDU DQG FDUERQ FUHGLWV
WR EH FDQFHOOHG LQ WKH IXWXUH

7KH YROXPH RI FDUERQ FUHGLWY UHWLUHG IURP ELRJHQLF VLQNV RU IURP ODQG XVH FKDQJH
UHVWRUDWLRQ XUEDQ WUHH SODQWLQJ DJURIRUHVWUWH ERLOGLQKH RROXMDH RR @ D WDR/Q F U HG&
WHFKQRORJLFDO HJ GLUHFW DLU FDSWXUH RUFR\EWXGHHH QGEVWRQBUHL @DWK 8&X 2

,Q DGGLWLRQ WR WKHVH YROXPHV %ULWLVK $LUZD\VD AX\MWRPHUKURGVR FRQWULEXWHRSQV P /G
&KRRRVH SODWIRUP 5HIHU WR VHFWLRQ ( IRU IXWXUH FDUERQ FUHGLW FDQFHOODWLRQV HIS
REOLJDWLRQV XQGHU &256,% 7KHVH YROXPHV DUH QRW LQFOXGHG LQ WKH WDEOH DERYH

( = ,QWHUQDO FDUERQ SULFLQJ
,$* DSSOLHV FDUERQ SULFHV WR ILQDQFLDO SODQQLQJ DQG IXWXUH VFHQDULR DQDO\VLV 7KH
UHSUHVHQW Rl RXU 6FRSH HPLVVLRQV DUHbODUJHO\ UHJXODWHG E\ H[SOLFLW FDUERQ SUI
LQFOXGLQJ WKH (8 (76 8. (76 DQG &256,$ 6XFK UHJXODWLRQV GR QRW DSSO\ IRU DFWLYLWLHV

7KH ,$* )OHHW WHDP XVHV XSGDWHG LQWHUQDO FDUERQ SULFH IRUHFDVWYV IRU VKRUW KDXO D
PDUNHW YDOXHVY DQG UHSXWDEOH H[WHUQDO VRXUFHV 7KH *URXS DLUOLQHV XVH FDUERQ SUL
DQG SLORWYV XVH FDUERQ SULFHV LQ RSHUDWLRQDO GHFLVLRQV DERXW IXHO XSWDNH

,QWHUQDO FDUERQ SULFH IRUHFDVWYV DUH SUHSDUHG EDVHG RQ FDOFXODWHG SULFHV GHULYH
JRU WKH SHULRG W R 8. (76 SULFHV RAWE6ASUMRRY RI Q M DOWRZ256,$ SULFHV RI & A W
ZHUH XVHG IRU PRGHOOLQJ FRPSOLDQFH FRVWV DQG WR LQIRUP LQWHUQDO FDUERQ SULFHV X\
SULFHV DUH EDVHG RQbPDUNHW SULFHV DQG WKH 8. '"HSDUWPHQW IRU 7UDQVSRUW $YLDWLRQ )
DQDO\VLV DQG ,&$2 LQGXVWU\ SULFH IRUHFDVWYV



(QYLURQPHQW RRO@\WYHYXH G

$GGLWLRQDO HQYLURQPHQWDO GLVFORVXUHY UHTXLUHG XQGHU 6SDQLVK /D
1RLVH

*5‘

,$* LV UHSRUWLQJ WKH IROORZLQJ PHWULFV XQGHU WKH WUDQVLWLRQDO UHTXLUHPHQWYV RI 6
DFFRUGDQFH ZLWK *5, 6WDQGDUGV ,Q ,$* PHW LWV WDUJHW WR UHGXFH QRLVH SHU /72 E\
,$* RQO\ UHSRUWV RQ WKH PRVW VWULQJHQW ,&$2 DQG ,&%$2 &RPPLWWHH RQ $YLDWLRQ (QYLUR
DLUFUDIW 7KH *URXS LV RYHU FRPSOLDQW ZLWK ,&$2 &KDSWHU DQG &$(3 &KDSWHU VWDQ
OHWULF 8QLW YHUVXV &RPPHQWDU\

1RLVH SHU /72 4& [72 7KH LPSURYHPHQW VLQFH LV GXH WR WKH

TXLHWHU DLUFUDIW 9DOXHV FDQ IOXFWXDWH
IDFWRUV VXFK DV WKH PL[ RI VKRUW KDXO DQ

12[ SHU /72 NJ /72 'DWD UHPDLQV FRPSDUDEOH WR SUHYLRXV \H
LQ IOLJKW RSHUDWLRQV VXFK DV UHGXFWLR
OHQJIJWK ZKLFK W\SLFDOO\ LQFUHDVH 12[ SHL
EDODQFHG E\ WKH LQWURGXFWLRQ RI QHZ DL
UHGXFH 12[ SHU /72

,&%$2 &KDSWHU RI IOHHW DW &RPSOLDQFH ZLOO FRQWLQXH WR LPSURYH D
VWDQGDUG DUH LQWURGXFHG WR WKH IOHHW DQG IROOR
ROGHU DLUFUDIW
&$(3 &KDSWHU RI IOHHW DW 7KH LPSURYHPHQW LV GULYHQ E\ IOHHW PRGFt
VWDQGDUG GHOLYHULHV RI QHZ DLUFUDIW LQ LQFOX(
$ /5
&$(3 &KDSWHU RI IOHHW DW 7KH LPSURYHPHQW LV GULYHQ E\ IOHHW PRGF
VWDQGDUG GHOLYHULHYVY RI QHZ DLUFUDIW LQ LQFOX(
$ /5
:DVWH PDQDJHPHQW
*5’
,$* LV UHSRUWLQJ WKH IROORZLQJ PHWULFV XQGHU WKH UHTXLUHPHQWY RI 6SDQLVK /DZz
ZDVWH UHGXFWLRQ WDUJHWYV E\ FRPSDUHG WR D EDVHOLQH DQG DUH UHSRUWHG LQ DFI
GHVFULSWRUVY DQG ZDVWH GLVSRVDO GHVFULSWRUV DUH SURYLGHG LQ WKH DSSHQGL[ WR WKL
OHWULF 8QLW EDVH WDUJHW YO\
7TRWDO ZDVWH JHQHUDWHG WRQQHV QD
:DVWH UHFRYHUHG RU UHF\FOHG WRQQHV QD
2Q ERDUG ZDVWH SHU SDVVHQJHU NJ SD]
2IILFH ZDVWH SHU IXO0O WLPH HPSOR\NMH)7(
ODLQWHQDQFH ZDVWH SHU XQLW RN.DBWUYIRQ\ KU A

&DUJR ZDVWH SHU XQLW RI FDUJRFWROGIKE FDUJR

2Q ERDUG ZDVWH DW KXEV UHF\FOHG UHFRYHUHG

2I1lLFH ZDVWH UHF\FOHG UHFRYHUHG A
ODLQWHQDQFH ZDVWH UHF\FOHG UHFRYHUHG

&DUJR ZDVWH UHF\FOHG UHFRYHUHG

7TRWDO ZDVWH UHFRYHUHG RU UHF\FOHG Q D A

,Q ,$* UHYLHZHG LWV ZDVWH VWUDWHJI\ DQG HIWHQGHG WKLY SODQ WR VHWWLQJ QHZ WD
ZDVWH SUDFWLFHV IROORZLQJ WKH &29,' SDQGHPLF DQG RSHUDWLRQDO FKDQJHV LQFRUSRUDYV
IRU GHOLYHU\ E\ FRPSDUHG WR D EDVHOLQH 7KHVH DUH WR

KSBHGXFH YLUJLQ 683 E\ RQ D NJ $6. EDVLV
K5HGXFH WKH JHQHUDWLRQ RI WRWDO ZDVWH SHU XQLW RI DFWLYLW\ LQ HDFK EXVLQHVV E\
K'LVSRVH RI DW OHDVW Rl WKH ZDVWH JHQHUDWHG E\ RXU DFWLYLWLHYVY DSSURSULDWHO\ WR

7KHVH REMHFWLYHV ZLOO KHOS GULYH ZDVWH PDQDJHPHQW DFURVV ,$*DV RSHUDWLRQV XQOR
DQGbVXSSRUWLQJ FRPSOLDQFH ZLWK 8. DQG (8 UHIJXODWLRQV
2ZWKHU HQYLURQPHQWDO PHWULFV

,$* LV UHSRUWLQJ WKH IROORZLQJ PHWULFV XQGHU WKH WUDQVLWLRQDO UHTXLUHPHQWYV RI 6S
PDWHULDOLW\ DVVHVVPHQW ILQGLQJV

OHWULF *5, 6WDQGDUG 8QLW YO\
$YHUDJH IOHHW DJH QD \HDUV




6RFLDO 3HRSOH DQG SURVSHULW\

O6RFLDO 3HRSOH DQG SURVS

(656 6 2ZQ ZRUNIRUFH

6%0 ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHY DQG WKHLU LQWHU|

,$*DV RZQ ZRUNIRUFH FREHUNFWO\ HPSOR\HG FROOHDJXHVY DFURVV RXU RSHUDWLQJ FRPSDQLH'
CLQbWKHbDLUD SLORWY DQG FDELQ FUHZ DQG CRQ WKH JURXQGD DLUSRUW RSHUDWLRQV FR
PDWHULDO ,52V DIIHFWLQJ RXU ZRUNIRUFH DUH VHW RXW EHORZ

,PSDFW ULVN

7RSLF 1DPH RUDRSSRUWXQLMWYFULSWLRQ IRFDWLRQ
® 6RFLDO LQWHUQDO
(PSOR\HH (PSOR\HH HQJDJHPHQW G (PSOR\HH VDWLVIDFWLRQ DQG HQJDJHPHQW LV FHQWUDQ2QRREKHDWRRQDV V
DWWUDFWLRQDGYRFDF\ HPSOR\HHV DUH VDWLVILHG ZLWK WKHLU UROHV DQG H[SHULHQFHV ZLWKLQ V
UHWHQWLRQ DQG WKH\ DUH PRUH OLNHO\ WR IHHO HQJDJHG PRWLYDWHG DQG IXOILOOHG LQ W
HQJDJHPHQW RSHUDWLQJ FRPSDQ\ SURYLGHV D FRPSHOOLQJ SHRSOH SURSRVLWLRQ WR HC
DEOH WR DWWUDFW GHYHORS UHWDLQ DQG HQJDJH HPSOR\HHV
2UJDQLVDWLRQDO FXO H DQG $ VWURQJ RUJDQLVDWLRQDO FXOWXUH LQFUHDVHV HPSQR\GI REB W\ VRIQR/I EH
VHQVHbRI EHORQJLQJ FRQWULEXWLQJ WR D SRVLWLYH ZRUNSODFH HQYLURQPHQW ZKLFK FDQ WUD!
KLIJKHUbHPSOR\HH UHWHQWLRQ DQG SURGXFWLYLW\
'LYHUVLW\ DOQ@QFOXVLYH FXOWXUH o JRVWHULQJ DQ LQFOXVLYH DQG GLYHUVH ZRUNLQJ HQY LPR@ RISEW DSNVIRRPRW H V
LQFOXVLRQ FROODERUDWLRQ DQG HPSOR\HH OR\DOW\ GULYLQJ RUJDQLVDWLRQDO VXFFt

D SRVLWLYH ZRUNSODFH FXOWXUH

'LYHUVH ZRUNIRUFH o JRVWHULQJ GLYHUVLW\ HQULFKHV D FRPSDQ\ V ZRUNIRUEHAQ RSHHQMORRHV R |
SHUIRUPDQFH
(TXDO RSSRUWXQLWLH\o BURYLGLQJ HTXDO RSSRUWXQLWLHY DQG WUHDWLQJ SHRZQHRIDHWDW LR R LW
GLVFULPLQDWLRQ DQG FUHDWH D GLYHUVH EXVLQHVV
(PSOR\HH KHD(®WR&R\HH KHDOWK DQG ITHW\ BULRULWLVLQJ HPSOR\HH KHDOWK DQG VDIHW\ HQKDQFHAMZ @ RRES N D W V RBDFW L R
DQG VDIHW\ RYHUDOO SHUIRUPDQFH GULYLQJ RUJDQLVDWLRQDO VXFFHVV DQG IRVWHULC

ZRUNSODFH HQYLURQPHQW 7DNLQJ FDUH RI HPSOR\HHVD KHDOWK UHGXFHV '
LQMXU\ HQVXUHV D VDIH ZRUNLQJ HQYLURQPHQW DQG OHDGV WR KLJKHU OH
PRWLYDWLRQ DQG UHVLOLHQFH 7KLV HQDEOHV HPSOR\HHV WR SHUIRUP WKH
HITHFWLYHO\ DQG HIILFLHQWO\

SHPXQHUDWLR®FLDO GLDORJXH DQG OOHFWLYHRVWHULQJ FRQVWUXFWLYH VRFLDO GLDORJXH ZLWK HP22Q\RSHWHSLHRHQ W T

DQG ZRUNLQJEDUJDLQLQJ WRbD KDUPRQLRXV ZRUNSODFH DQG ORQJ WHUP RUJDQLVDWLRQDO VXFFHVV
FRQGLWLRQV )DLU VXVWDLQDEOH DQ RPSHWLWBYRYLGLQJ VXVWDLQDEOH DQG FRPSHWLWLYH UHPXQHUDWEZRQRBAVRUWH\R @\D O H
WHUPV DQG FRQGLWLRQ MRE VDWLVIDFWLRQ DQG PDLQWDLQV KLJK OHYHOV RI HPSOR\HH HQJDJHPHQW |

© 3RVLWLYH LPSDFW

6 = 3BROLFLHY UHODWHG WR RZQ ZRUNIRU BHVLIRQW WHWULFV DQG WDUJHWYV

DQGbLQFOXVLRQ ‘H YDOXH GLYHUVLW\ DQG PHDVXUH SURJUHVV E\
SHOHYDQW VWDQGDUGV *5, FRPSRVLWLRQ DQG H[SHULHQFH RI RXU ZRUNIRUF}
2XU DSSURDFK DQG SROLFLHV SURFHVVHV WR HQVXUH IDLUQHVV 2XU JRDO LV

:H DUH SURXG Rl RXU FROOHDJXHV DFURVV WKIP RUGHHYVEWRKE RI EHORQJLQJ DQG LQFOXVLRC

ZKRVHbBGLYHUVH SHUVSHFWLYHV DQG H[SHULHQé:Hv VIV B QUMY D REUV L RO WR LQFUHDVH WKH
LQQRYDWLRQ UHVLOLHQFH DQG ORQJ WHUP VREFRYY vaxd REPOHPWRUVKLS DQG LQ ZH VH\

SURYLGH D IDLU LQFOXVLYH DQG UHVSHFWIXOFZ d"c? B |L|-|UHV HYVWKQLFLW\ 6LQFH WK
FROOHDJXH KDV DFFHVV WR WKH VDPH RSSRUV\{éQ Wb A M¥HU RI VHQLRU ZRPHQ D
RIDEDFNJURXQG RU LGHQWLW\ DQG ZKHUH GHELMLROW RBY ,_ xu VXFFHVVLRQ SLSHOLQH |
RQbPHULW :H ZDQW FROOHDJXHV WR JURZ GHY, qﬁ_' PR G F B Fy FXMH 2| RXU DHBLZRPBEDGH |
PHDQLQJIXOO\ VXSSRUWHG E\ IDLU DQG WUDQIy% ,Q)gg REFISEHUY LGHQWLIN DV PLORUL)
WRbUHFUXLWPHQW GHYHORSPHQW DQG SURJUHVVLRQ :H KROG

RXUVHOYHV WR KLJK VWDQGDUGY RI HWKLFV D/@B NLFRRRQWDEEOIZMWYZLOO GHPRQVWUDWH FRPPLW
‘HbH[SHFW EHKDYLRXUV WKDW EXLOG WUXVW MRXRMWHRRQDQ LWQHMYRD®EH QWFOXVLRQ HQVXULQ
ZKHUH GLVFULPLQDWLRQ KDV QR SODFH DQG H¥VRUWREH/ BPPH BEBRRIWXQLWLHY PDNLQJ GHFLVLF
DWbWKHLU EHVW :H YDOXH GLIIHUHQFH DQG VHH GLYHOXLQI BYHHAWUD® WRLTXH GLIIHUHQFHYV
RXU FXOWXUH DQG SHUIRUPDQFH 2XRRRROW/QHBIMRZRBWHRIDQHPHQW DFWLYLWLHV ZH UDLVH DZDUH
VSHDN GR]JHQV RI ODQJXDJHY DQG UHSUHVHQW @ IRXHUEHQW QFROMWXUHVSHFLDOO\ IRU XQGHUUHSU
LGHQWLWLHY EDFNJURXQGV VNLOOV DQG ZD\WRIDWE&LQHVYLHR @G WR FROOHDJXH IHHGEDFN WR |

] . , IDLUHU DOG PRUH LOFOXVLYH :H HQVXUH RXU SF
‘H KDYH D *URXS ZLGH 'LYHUVLW\ DQG ,QFOXYV SRREER P DYRYHSPE o X VLY H DQG IDLU DQG PR

Zb WIKE cof RRDUIE  GEYLICES W WEE R '$*Q¥<(b%‘11|%'39HF\/RB & WGDWHYV DUH WUHDWHG IDI
WR IDLUQHVV HTXDO RSSRUWXQLWLHV GLYHUML Wk RF X ARR YRIEHE RXU DSSURDFK WR HO\
VWURQJ VHQVH RI EHORQJLQJ DFURVV WKH *URXS ABQMIH LRI TRY BU P HoWY DOG UHSRUWLQJ RE
VWDNHKROGHU LV WUHDWHG ZLWK GLJQLW\ YDOXHG IR0 WKHLU GLIIHURGEHY

DQG DEOH WR WKULYH )XUWKHU HDFK RSHUDWRQD DRRSIDQN KDY RVGLYHUVLW\ DQG LQFOXVL
RZQ GLYHUVLW\ DQG LQFOXVLRQ SROLF\ DQG S®1DY¥ 'D¥BURNWG3DQEO KDV UHSUHVHQWDWLYHV |
RYHUVHHQ E\ WKH RSHUDWLQJ FRPSDQ\DV VH QRMRRIS DRMHHWQDKIRH. B8R EHVW SUDFWLFHY DQG OHD
LH LWV %RDUG DQG RU ([HFXWLYH &RPPLWWBQCD‘KFIEISI-OFLHFQ‘E/OM/LRQ Rl QHZ LQLWLDWLYHYV

7KLVbWDNHV LQWR DFFRXQW WKH FRPSDQ\DV OHJDO DQG FXO
FRQWH[WV DQG UHJXODWRU\ UHTXLUHPHQWYV Rl E\W/Q‘WRQ(H\'NWBH%DUWQHU ZLWK :RPHQ LQ +RVS

RIbBRSHUDWLRQ A DQG WDNHV VWHSV WR EULQﬁI_gv\QSIQ/H s FPRY RWK WKH . QWHUQDWLRQDO 7
DUH FRPPLWWHG WR ZRUNLQJ DFURVYV

WRbUDLVH DZDUHQHVYVY DERXW FDUHHUV LQ DYLD
IRUbXQGHUUHSUHVHQWHG JURXSV



6RFLDO 3HRSOH DQG FRIRVISGIXH @\

&R SDUHQWLQJ UHVSRQVLELOLWLHV ,$* LPSOHPHQWHG D QHZ KXPDQ ULJKWV SROLF\ L
5HOHYDQW VWDQGDUGV *5, RXU FRPPLWPHQW WR XSKROGLQJ KXPDQ ULJKWYV
2XU DSSURDFK DQG SROLFLHV EXVLQHVYV LQ D PDQQHU WKDW UHVSHFWV WKH U

7KH *URXSDV RSHUDWLQJ FRPSDQLHV VXSSRUWMHRRPHO WK\FRRUNUBYVIWKH *URXSDV FRPPLWPHOQ\
EDODQFH HVSHFLDOO\ LQ WKH FRQWH[W RI FR D0UH@W 3YIL QRVSRBV IREQ SAXWMLRHVY DQG +XPDQ ¢
7KH\ RIITHU D UDQJH RI SROLFLHV LQFOXGLQJ MREWHKH 8Lb W HD WHWORQN 7KH +XPDQ S5LIKWV 3R
DGRSWLRQ SDWHUQLW\ DQG VKDUHG SDUHQWDDUGRBYHOMN NHEK RABSORMHPVYLWY HTXDO RSSRU\
P DQDJH FR SDUHQWQJ FRP P VP HQW 2 SHUIDWQJ FRP SDQIHV DOR VWDQGDUGY IUHHGRP RI DVVRFLDWLRQ IRUFHG
SURYLGH DGGLWLRQDO VXSSRUW WKURXJK RQBREGH $© yw RUHI) PQE EKPIDRDWUDIILFNLQJ

UHVRXUFHV WKDW RIIHU YDOXDEOH LQIRUPDWLRQ LR EFRLQWELQ K01 F\ vXSSRUWY ,$*DV ZLGH
DbKHDOWK\ ZRUN OLIH EDODQFH IUDPHZRUN DQG LV IXOO\ DOLJQHG ZLWK WKH C6

8QLYHUVDO DFFHVVLELOLW)\ IRU SHRSOH ZLWX GLVDPEPEBEWHMYHG D QXPEHU RI DOOHJDWLRC
5HOHYDQW VWDQGDUGV *5, SRWHQWLDO KXPDQ ULJKWY YLRODWLRQV )RU D
2XU DSSURDFK DQG SROLFLHV KDYH FRQFOXGHG QR VXEVWDQWLDWHG FDVHV K

7KH *URXS DGKHUHV WR DOO SHUWLQHQW OHJEREYWYWHOKBbYEWHHL SRVLWLRQ LQ

XQLYHUVDO DFFHVV IRU ERWK HPSOR\HHV DQG §XVW BRI ZWMMISY WR SUHYHQW LQFLGHQWYV
GLVDELOLWLHV $FFHVVLELOLW\ ODZV DUH IROQRZHG BF IR VY RO DB ELOEWAVY LWV VXSSO\ FKE
DQG RSHUDWLRQV DQG +XPDQ 7UDIILFNLQJ 6WDWHPHQW RXWOLQHYV

2XU RSHUDWLQJ FRPSDQLHV DQG EXVLQHVVHV DDV RRMPL Y WHEDWARRQ WR WKLV DUHD DQG LV L
VXSSRUWLQJ LQGLYLGXDOV ZLWK DFFHVVLELOEWEFOHE VI BEBG Y DWEPHQW Y PDGH XQGHU WK

WKURXJKRXW WKH HQWLUH HPSOR\PHQW OLIHF\OWHpBRBWHEPELWRHARWVR WDNLQJ VZLIW DQG
SUDFWLFHV DQG PDNLQJ UHDVRQDEOH DGMXVWRHQWYFHXYLEO d WK KR LWBIDYHU\ KXPDQ WUDII

SURFHVV WR IRVWHULQJ DQ DFFHVVLEOH ZRUNQ R X bURQA W v SROLEXISSO\ FKDLQ LV LGHQWLII
UDQJH RI VXSSRUW LV RITHUHG LQFOXGLQJ DVVLVWLYH WHFKQRORJLHV

IOH[LEOH ZRUN DUUDQJHPHQWY DQG RQJRLQJ ¥XWEROW WRVEWHDWPHQRG WDUJIJHWYV
DQbLQFOXVLYH ZRUNSODFH IRU DOO ,$* DQG WKH IURQWOLQH HPSOR\HHV LQ RXU RSH
DQG VXSSO\ FKDLQ DUH WDNLQJ SUDFWLFDO VWF
(DFK RI RXU RSHUDWLQJ DLUOLQHV LV FRPPLWWHES WRNEBRY LSl HUDWLQJ DLUOLQHV ZRUN FC
DbSRVLWLYH FXVWRPHU H[SHULHQFH LQFOXG eV WRHRMW $RY WAKRWVHZKLFK WKH\ RSHUDWH WF
ZLWK GLVDELOLWLHV VXVSHFWHG WUDIILFNLQJ RQ RXU IOLJKWV LV LG
*HDOWK VDIHW\ DQG ZHOOEHLQJ D$Q7(§EL(J3I-|-||\|/D§(\DNX€VLLVI\?I2|(<Q %Sl-isQURRXSQUFLLDQVgHKOX\Pb%*V?ISI\D/IRILVFXN
5HOHYDQW VWDQGDUGV *5, '
2XU DSSURDFK DQG SROLFLHV *XLGHOLQHV IRU 5HSRUWLQJ 7UDIILFNLQJ LQ 3HL

Q H ,ﬁ*ﬁ%\! RQH RI WKH IRXQGLQJ SDUWL
7KH KHDOWK VDIHW\ VHFEXULW\ DQG ZHOOEHL%;%‘%&??(\%P%%lé | F\F)US RQ &RPEDWWLQJ 7UDIILFEN
+:

RXUbFXVWRPHUY DQG VXSSOLHUV LV RXU WRS 763 DO IQMUDDARCDOMRIONOGXWI  UH) XOVRU

‘H DGKHUH WR DOO DSSOLFDEOH VDIHW\ DQG VHFFRUI WAKO WZ ¥ DV HIK®@ DWRL WEW DGRSWLRQ RI 7KH
DQG SURFHGXUHV DQG FRQWLQXH WR IRFXV R @ RRED WOWLHQIW7 UQ IW.KMN LDQUHIDQ 3HUVRQV LQ WKH $
Rl KHDOWK DQG ZHOOEHLQJ &KDLQ &LU DW WKH ,&%$2 *HQHUDO $VVHPEO\

(DFK RSHUDWLQJ FRPSDQ\ PDLQWDLQV KHDOWRI QP WDHWILUOLQHYVY DOVR UXQ DZDUHQHVV WU
PDQDJHPHQW V\VWHPV XQGHUSLQQHG E\ SROLBUDVFWRKDRAIPKEWDWHH IRU VWDII WR UHFRJQLVH

JRYHUQDQFH SURFHVVHYV SRWHQWLDO KXPDQ WUDIILFNLQJ VLWXDWLRQV D
IRU UHSRUWLQJ ZKHUH DQ\ FDVHV DUH VXVSHFW]|

$FWLRQV PHWULFV DQG WDUJHWYV FORVHO\ ZLWK WKH FKDULWDEOH VHFWRU LQ WK

‘RUNSODFH DFFLGHQWYV LQFUHDVHG LQ FRERREGLER AN PHYLYHG VXSSRUW RUJDQLVDWLF

IQRYHUDOKHDGFRXQW7 KH ®WWIP HIQNW /7, TLHTXHQR LDVWA PLVVLRQ WR VWDPS RXW KXPDQ WUDIILFNLQJ

LQFUHDVHG ILRP WRLO UHIOHFWLQJ LPSURYHG

UHSRUWLQJ SUDFWLFHV :KLOH /7, IUHTXHQF\ L Q/KULHYVBQGG/FRPISOHDIQWAH

GHFUHDVHG |URP WR LQ 7KLV PHDQV WKDW DSSURDFK DQG SROLFLHV

DOWKRXJK PRUH LQFLGHQWY ZHUH UHSRUWHG , $% KNLIERPPS BIRVH G QVR HARRANG X FWLQJ LWV EXVLQHV

RIBWLPH RIlI ZRUN ZDV OHVV VHYHUH DQG LQ IXOO FRPSOLDQFH ZLWK DOO DSSOLFDEO

ULVN DVVHVVPHQWY ZRUNIRUFH DQG HPSOR\H
HQJDJHPHQW FRPPXQLFDWLRQ DQG PDQGDWRU\

‘KHUH KHDOWK DQG VDIHW\ LVVXHV GR DULVH:§|¥ %%ggg}gbgé)& WR HQ;%%ig\b\S/qu\xvgﬁFKvL?KQ;
Yy

*X L GHG. E\ SULOFLSOHV WKH *URXS VWUL
6HQLRU OHYHO FRPPLWWHHV ZLWKLQ HDFK RS\? qﬁ/,l_; E (5& \d‘e? b U\ OHYHO RI WKH RU
WKDW WKH ULVNV DUH PDQDJHG DQG FRQWURO H @5 Qi+ HQ%—F&%NR DEW ZLWK LO

F %D b PWk"WKH oDZV RI WKH FRXQWULH\

UNV
FRPSDQ\ KDV GHWDLOHG SURFHVVHV IRU UHSR 97 pbd %‘&b% UV LOFOXGLQJ HPSOR\
PDWWHUV WUHQG DQDO\VLY DQG UHPHGLDWLREQy "OHyy SDUWQHUV DQG FRPPXQLWLHV .Q

+XPDQ ULJKWV DQG PRGHUQ VODYHU\ DbQHZ DQWL PRQH\ ODXQGHULQJ SROLF\ WR VWU
2XU DSSURDFK DQG SROLFLHV WR LGHQWLI\LQJ SUHYHQWLQJ DQG PDQDJLQJ PF
7KH SULQFLSOHV RI IDLU DQG HTXDO WUHDWP H \HRb‘é%@E\NJ@B@LQﬂWL% WL IUDXG SROLF\ ZDV
FRPSOLDQFH ZLWK WKH ODZ DQG UHVSHFW IRUFRRMBH WK %Y LR SV DQG UHVSRQVLELOLWL
WKHbFHQWUH RI RXU FRGH Rl FRQGXFW ,$*DV %WkLLYFL\)N[SgbRFHzﬁ’D%'bQ VH VWDQGDUGYV DQG H(
IUDPHZRUN DQG WKLUG SDUW\ FRGH RI FRQGXFWPSRLDQFRRBRQGDWRU\ RQOLQH WUDLQLQJ ZD
RIbD&RQGXFW DSSOLHV WR DOO HPSOR\HHV DQ& QU ¥RPRWURPSPRRYN VW KHLQIRUFLQJ RXU FRPPL
*URXS DQG LV FRPPXQLFDWHG DQG VKDUHG zZLBRB\QRPYBRMWLRQFH WR IUDXG

DUHbBHTXLSSHG ZLWK FRPSUHKHQVLYH WUDLQLQJ HQVXULQJ WKH\

DUHbZHOO YHUVHG LQ WKH DUHDV FRYHUHG E\ RXU FRGH Rl FRQGXFW



JROORZLQJ WKH DSSURYDO RI WKH UHYLVHG ,$6 &RGHIRIRHRQGXFWRU HQJDJLQJ ZLWK RZQ ZRU
E\bWKH %RDUG RI 'LUHFWRUV LQ IXUWKHU X8 G b WRIYNIHMWH@GP DEIS UHVHQWDWLYHY DERXW L
GXULQJ WR WKH DQWL EULEHU\ DQG FRUUX&M@d RRDDMO vl DD WRY  *5,

WKH FRPSHWLWLRQ ODZ SROLF\ VWUHQJIWKHQ2RQYJ RSRYDPRPSPFRREHQLHY DFWLYHO\ HQJDJH Z
I[UDPHZRUN DQG UHLQIRUFLQJ RXU FRPPLWPHQWRWWRHEWKHFEROBOEHEHYYUHHPHQWY WKDW HQV X

SUDFWLFHV DFURVV WKH *URXS DQG VXVWDLQDEOH UHPXQHUDWLRQ /RFDO HPSO
$GGLWLRQDOO\ LQ 1RYHPEHU ,$*DV PRGH@%@&Q#ﬁ@\VD%’@Y'—GH ERWK IRUPDO FKDQQHOV IR
KXPDQ WUDIILENLQJ SROLF\ zDV XSGDWHG XxQBROEWREFYSP FHWHQXHV IRU UDLVLQJI LVVXHV DQ

FRPPLWPHQW WR DGGUHVVLQJ IRUFHG ODERXU DQs RMRPFRWRYRURKH DFURVY WKH *URXS LV FR)

ZLWKLQ LWV RSHUDWLRQV DQG VXSSO\ FKDLQ g SROLFY BOU QY bW i

LQWHUQDWLRQDO VWDQGDUGY DQG VHWVY RXW RXU DSSURDFK WR LGHQWLI\LQJ

PLWLIJDWLQJ DQG DGGUHVVLQJ PRGHUQ VODYHSt b8 BSIOAPYQZLWK WKH ,QWHUQDWLRQDO /DERX

WUDIILFNLQJ DFURVY WKH *URXS FRQYHQWLRQV 7KHVH FRQYHQWLRQV FRYHU IXQ
DQG ULJKWV DW ZRUN IUHHGRP RI DVVRFLDWLRC

,Q UHVSRQVH WR WKH HYROYLQJ UHIJXODWRU\ QDREMABRPIRBAE WKHUJLOYW WR FROOHFWLYH EC

ULVNV WKH $XGLW DQG &RPSOLDQFH &RPPLWWHH FBR@WRIPNRWRRBEHEVERIE FRPSXOVRU\ ODERXU

WKH LPSOHPHQWDWLRQ RI WKH WKUHH \HDU HWKEBRLY PR® FREWPRBAFF UHVSHFW RI HPSOR\PHQ!
SODQ DSSURYHG LQ 'XULQJ WKH *URXS DGYDQFHG NH\

LQLWLDWLYHV XQGHU WKLV SODQ UHLQIRUFL@®HE LW NVROEHWH G VWIS URDPWWRSHDQ :RUNV &RXQF
WRbSURFHGXUHV FRQWUROV DQG JRYHUQD Q F A RAPRHEH\APWWL RAK 1 HYRHHUIHEQ HPSOR\HHY DQG PDQLE
Rl 'LUHFWRUV PDLQWDLQHG IXOO YLVLELOLW\ WUSQRNRAPWMRREE (HPRDEHNQ PDWWHUV W LQFO:
FRPPLWWHG WR HPEHGGLQJ D FXOWXUH RI LQWWRB  WKH 6 B! KWK QM ¢XURSHDQ (FRQRPLF $UHD

GHFLVLRQ PDNLQJ DFURVV WKH RUJDQLVDWLRBHH®Y I0Q&H HHIPDO UPLEGDWKURXIKRXW WKH \HDU WR
FRGHbRI FRQGXFW ZKHUH DSSURSULDWH FRQVXOWHG RQ WUDQVQD

6HHbC(PSOR\HHVD ZLWKLQ WKH 6WDNHKROGHU (
,$* LV FRPPLWWHG WR HQFRXUDJLQJ D FXOWXUWH Rk MSHPIET ¥i§sRAGY

GRHV QRW WROHUDWH DQ\ UHWDOLDWLRQ DJDLQVW LQGLYLGXDOV UHSRUWLQJ

FRQFHUQV RU FRQWULEXWLQJ WR LOQWHUQDO LPHRWRIDNLREW YHIORFRBAW

RIDFRQGXFW DQG WKH C6SHDN 8SD SROLF\ RXW IFRIQWURWHMRLRQWHNMW LQ WKH VNLOOV RI RXL
ZKLVWOHEORZHUV WR HQVXUH WKDW LQGLYLGXbB8 D LA RABIRVMHIER Y RHYWYRAIHVVLRQDO GHYHOR
LQ JRRG IDLWK DUH SURWHFWHG IURP UHWDOLWWISRY Wk BRCEEBPBXHYSDbQ FDUUILQJ RXW WKF
SROLF\ DQG WKH SURFHGXUH WKDW UHJXODWHRQORARMMFXKDVXESHY RSHUDWLRQV GLIJLWDOLVD
ZKLVWOHEORZLQJ LQYHVWLJDWLRQV SURYLGHIEHWHU B @ XYV KRZY WRWPHERW W

FRQFHUQV DQG HVWDEOLVK WKH IUDPHZRUN WR, H \Y

DQGbFRQVLVWHQW DSSURDFK WR DGGUHVV LV} ng/w i R V>@SQSURHUDV\\,/VLLQQJJVXAKRHE\?HLYQHYOHR
DFWLRQ ZKHQHYHU QHFHVVDU\ ORUH GHWDLO ég }ﬁﬂ LOR Q{F D QG HQYLURQPHQ
LQbVHFWLRQ C* A %XVLQHVV &RQGXFWD RI WKLVS (3/ 5 é‘mﬁ H LQ HPSOR\PHC
$QWL EULEHU\ DQG DQWL PRQH\ ODXQGHULQYNLOOV SUHSDUH WKHP IRU SRWHQWLDO FDUHH
5HIHU WR C* A 3UHYHQWLRQ DQG GHWHFWLRERMRODMJUK BWELRYLRQGVHFWRU A WKURXJK ZRUN

EULEHU\D IRU LQIRUPDWLRQ RQ DQWL EULEHU\ bQ® HOMKPRYHR DPHEMAHYKLSY DQG JUDGXDWH
FDVHV  WKHVH DOVR RSHQ XS GLIIHUHQW HQWU\ U
$FWLRQV PHWULFV DQG WDUJHWYV

,$* HQFRXUDJHV HPSOR\HHV WR UDLVH FRQFH DERXW ROPWQFDHODUH UHTXLUHG WR UXQ P
EHKDYLRXU RU RUJDQLVDWLRQDO LQWHJULW\ WYRL8SRVHERXKYVY RQ WRSLFV VXFK DV WKH FR
TXHVWLRQV DERXW WKH ULJKW WKLQJ WR GR RRPSONRATN £l WK FRRSHWYHWLRQ ODZV DQWL EI
XQHWKLFDO RU LOOHJDO FRQGXFW WKH\ FDQ BRRROEPREH \PRK HE ? WMPxDWLRRF ! VHFEXULWA DQG

ZLWK WKHLU OLQH PDQDJHU RU FRQWDFW D PHPEHU R{j WEKI\/AAL D Gy eWKLFY G L DWH QHJIJDWLYH L
DQG &RPSOLDQFH RU +XPDQ 5HVRXUFH WHDPYV

WKALU FROFHUQV xVLgy WK s+0v cosion ssBRRMANANERIIRLEES SrutinuEs i ooty
VXSSOLHUVY DUH HQFRXUDJHG WR FRQWDFW W |%\|B DQG WKHLU UHSUHVHQW!
ZLWKLQ WKH EXVLQHVV 5HJDUGOHVV WKH ZKLV ¥£ Q%Y)QGH LOWHUQDO JULHYDQ]
LVbDYDLODEOH IRU HYHU\RQH ZKR ZLVKHV WR lyi% é s JK HYWDEOLVKHG LQGXVWUL
ODQGDWRU\ FRGH RI FRQGXFW WUDLQLQJ DQG FRREXBLEDPWRIRBYWEWLYWOHHEWRZLQJ FKDQQHOV

DUH FDUULHG RXW ZLWK GLUHFWRUV DQG HPSGRWMHIHODODWRWM EVHPIZBDAEYHRQY D FRQILGHQWLDO R

DQG XQGHUVWDQGLQJ RI WKH SULQFLSOHV WKDW ,J K E G W,
*URXS $ QHZ FRGH RI FRQGXFW WUDLQLQJ PR(& %B L% WLELHF\};ZVI}T_%V:QHV?LF;\,S(%%JQW
ODVW \HDU WR HQVXUH WKDW HPSOR\HHV IURP III h% L V\ﬁ@gmu GRLQJ VR 7KH F
EXVLQHVY ZLOO EH DOZD\V SUHSD U HREL WY@ D N RLD%I \'/_|DQG WKHLU UHSUHVHQWDWLYHV

SXEOLFLVHG DQG LQ VRPH FDVHV DJUHHG ZLWK

OHWULE BQLYY YO\ RUbHPSOR\HH UHSUHVHQWDWLYHV
;ﬁEEFHRUsz)E\?Vsl-i%RI\D%%VXDO ,$* ZRUNLQJ LQ FORVH FROODERUDWLRQ ZLWK W
FRGH RI FROGXFW WUDLQLOJ WHDPV Rl LWV RSHUDWLQJ FRPSDQLHV PRQLWRL

DQG IUHTXHQF\ RI FRQFHUQV UDLVHG VR WKDW

UHPHGLDO DFWLRQ WKDW LV UHTXLUHG
1XPEHU RI HPSOR\HHV

ZKR FRPSOHWHG WKH DQQXDO
DQWL EULEHU\ WUDLQLQJ

'"HQRWHV WRWDO WUDLQLQJ FRPSOHWHG RYHU D SHULRG RI \HDUV



6RFLDO 3HRSOH DQG FRIRVISGIXH @\

6 = 7DNLQJ DFWLRQ RQ PDWHULDO LPSH FOMYGRMSBUR XRKUHWMRUE PDQDJLQJ PDWHULDO UL\
PDWHULDO RSSRUWXQLWLHY UHODWHG WR RZQ ZRUNIRUFH DQG HIIHFWLYHQHVV RI WKRYV
PDWHULDO QHJDWLYH LPSDFWV DGYDQFLQJ SRVLWLYH LPSDFWV DQG PDQDJLQJ PDWHULEL
5HOHYDQW VWDQGDUGV *5,

JRU GHWDLO RI DFWLRQV PHWULFV DQG WDUJHWV WRZDUGY DGGUHVVLQJ PDWHULDO ULVNV LGHQ
HWKLFV DQG FRPSOLDQFH KHDOWK VDIHW\ DQG ZHOOEHLQJ DQG KXPDQ ULJKWV DQG PRGHUQ VO

6 = &KDUDFWHULVWLFV RI WKH XQGHUWDNLQJ@V HPSOR\HHV

$YHUDJH KHDGFRXQW E\ JHQGHU
3HUPDQHQW FRQWUDFWYV

7THPSRUDU\ FRQWUDFWYV

OHWULF YO\

YO\

OHQ
‘RPHQ

7RWDO

)XOO WLPH FRQWUDFWYV

3DUW WLPH FRQWUDFWYV

OHWULF YO\

YO\

0HQ
'RPHQ

7TRWDO

$YHUDJH KHDGFRXQW E\ DJH
3HUPDQHQW FRQWUDFWYV

7THPSRUDU\ FRQWUDFWYV

OHWULF YO\

YO\

8QGHU
A
2YHU

7TRWDO

)XOO WLPH FRQWUDFWYV

3DUW WLPH FRQWUDFWYV

OHWULF YO\

YO\

8QGHU
A
2YHU

7TRWDO

$YHUDJH KHDGFRXQW E\ HPSOR\HH FODVVLILFDWLRQ
3HUPDQHQW FRQWUDFWYV

7THPSRUDU\ FRQWUDFWYV

OHWULF YO\

YO\

$LUSRUW RSHUDWLRQV
&DELQ FUHZ
&RUSRUDWH IXQFWLRQV
ODLQWHQDQFH

3LORWYV

7TRWDO

)XOO WLPH FRQWUDFWYV

3DUW WLPH FRQWUDFWYV

OHWULF YO\

YO\

$LUSRUW RSHUDWLRQV

&DELQ FUHZ A
&RUSRUDWH IXQFWLRQV
ODLQWHQDQFH

3LORW

7TRWDO

'"HVFULSWLRQ

$YHUDJH KHDGFRXQW QXPEHUV IRU HDFK HPSOR\PHQW FRQWUDFW LQ ZKLFK WKH HPSOR\HHDV |
SURUDWHG IRU SHULRG HPSOR\HG ZLWK PD[LPXP YDOXH RI RQH

&RPPHQWDU\
$YHUDJH KHDGFRXQW LQAUHDVHWRE\ UHIOHFWLQJ JURZWK LQ WKH EXVLQHVY DQG RXU RQJRLQ.
FDSDFLW\ HQKDQFLQJ VHUYLFH DQG EXLOGLQJ UHVLOLHQFH



7KH UHGXFWLRQ LQ HPSOR\HHV RQ WHPSRUDU\ DQG SDUW WLPH FRQWUDFWY ZLWKLQ DLUSRUW
WRbRSHUDWLRQDO QHRGVHDKH LQ SDUW WLPH HPSOR\HHV DJHG XQGHU LV ODUJHO\ GULYHQ
ZKHUH SDUW WLPH UROHV FRPPRQO\ VHUYH DV DQ HQWU\ SRLQW

7TRWDO QXPEHU DQG GLVWULEXWLRQ RI HPSOR\HHV E\ JHQGHU

+HDGFRXQW +HDGFRXQW
OHWULF YO\ YO\
0HQ A SWV
'RPHQ A SWV
7RWDO A SWV

7TRWDO QXPEHU DQG GLVWULEXWLRQ RI HPSOR\HHV E\ UHJLRQ FRXQWU\

+HDGFRXQW +HDGFRXQW

OHWULF YO\ YO\

(XURSH A SWV

8QLWHG .LQJGRP A SW

6SDLQ SW

,UHODQG A SWV

5HVW RI (XURSH A SWV

$IULFD OLGGOH (DVW DQG 6RXWK $VLD A SWV

1RUWK $PHULFD A SWV

/IDWLQ $PHULFD DQG &DULEEHDQ A SWV A A
$VLD 3DFLILF A SWV A A
7TRWDO A SWV

'"HVFULSWLRQ

7KH VKDUH RI KHDGFRXQW DFURVV WKH *URXS E\ JHQGHU DQG E\ UHJLRQ FRXQWU\ RQ '"HFHPE
RI WKH FRXQWULHV ZKHUH ZH RSHUDWH ZH DUH XQDEOH WR FROOHFW DQG UHSRUW GDWD RQ |
LQFOXVLYLW\ DQG ZLOO XSGDWH RXU SUDFWLFHYVY DV ODZV HYROYH

&RPPHQWDU\

7KH JHQGHU GLVWULEXWLRQ DFURVV WKH *URXS UHPDLQHG VWDEOH LQ ZLWK GLIITHUHQFHYV
H GFMQ) IXQFVRQ VSHFLLLE FKDQJ HY SDUAEXDUD Z IVKIQ P DIQWAQDQFH DQG SIBRWRGN

7TRWDO KHDGFRXQW LQMURHDVHBLBAK JURZWK DFURVYV NH\ PDUNHWYV LQ WKH 8 .L GGRWH DV B QLG b$ HLOL
WKH OLGGOH (DVW DQG 6RXWK $VLD ZDV ODUJHO\ GULYHQ E\ WKH FRQWLQXHG H[SDQVLRQ RI F>

7TRWDO QXPEHU RI HPSOR\HHV E\ FRQWUDFW W\SH SHUPDQHQW WHPSRUDU\ DQG E\ JHQGHU

BHUPDQHQW FRQWUDFWV 7THPSRUDU\ FRQWUDFWYV
OHWULF YO\ YO\
0HQ
"RPHQ A
7RWDO

'"HVFULSWLRQ

&RPSRVLWLRQ LV D EUHDNGRZQ RI KHDGFRXQW DV DW '"HFHPEHU $ WHPSRUDU\ HPSOR\PH
,$*bGRHV QRW FXUUHQWO\ HPSOR\ DQ\ ZRUNHUV RQ QRQ JXDUDQWHHG KRXUV FRQWUDFWYV

&RPPHQWDU\

7KHUH ZDV DQ LQFUHDVH LQ ERWK SHUPDQHQW DQG WHPSRUDU\ FRQWUDFWYV LQ SHUPDQHC

GLVFRQWLQXRXV WHUPV D VSHFLILF 6SDQLVK FRQWUDFWXDO DUUDQJHPHQW IRU VHDVRQDO ZF
FRPSRVLWLRQ E\ UROH

7TRWDO QXPEHU DQG GLVWULEXWLRQ RI HPSOR\HHV E\ SURIHVVLRQDO FODVVLILFDWLRQ

+HDGFRXQW +HDGFRXQW
OHWULF YO\ YO\
$LUSRUW RSHUDWLRQYV ASWYV
&DELQ FUHZ ASWV
&RUSRUDWH IXQFWLRQV A ASWYV
ODLQWHQDQFH ASWV
3LORWYV ASWYV
7RWDO ASWYV

'"HVFULSWLRQ

7KH HPSOR\HH FDWHJRU\ EUHDNGRZQ VKRZV WKH GLVWULEXWLRQ RI WKH PDMRU JURXSV ZLWKIL
FUHZ DQG DRQ WKH JURXQGD DLUSRUW FRUSRUDWH DQG PDLQWHQDQFH DV DW 'HFHPEHU



6RFLDO 3HRSOH DQG FRIRVISGIXH @\

&RPPHQWDU\

,Q WKH GLVWULEXWLRQ RI HPSOR\HHV E\ UROH UHPDLQHG VWDEOH FRPSDUHG ZLWK WKH SUL
DUHDV ZKLOH FRUSRUDWH IXQFWLRQV UHPDLQHG VWDEOH

7TRWDO QXPEHU RI OHDYHUV DQG WXUQRYHU UDWH E\ JHQGHU
9ROXQWDU\ OHDYHUV 9ROXQWDU\ DWWULWLRQ UMRWHYROXQWDU\ OHDYHURQ YROXQWDU\ DWWULWLRQ

OHWULF YO\ YO\ YO\ YO\

OHQ SWV SWV
RPHQ SWV SWV
7TRWDO SW; SWV

7TRWDO QXPEHU RI OHDYHUV DQG WXUQRYHU UDWH E\ DJH
9ROXQWDU\ OHDYHUV 9ROXQWDU\ DWWULWLRQ UMRWHYROXQWDU\ OHDYHURQ YROXQWDU\ DWWULWLRQ

OHWULF YO\ YO\ YO\ YO\
8QGHU SWV SWV
A SwWV SwWV
2YHU SW; SWV
7TRWDO SW; SWV

7TRWDO QXPEHU RI OHDYHUV DQG WXUQRYHU UDWH E\ HPSOR\HH FDWHJRU\
9ROXQWDU\ OHDYHUV 9ROXQWDU\ DWWULWLRQ UDQVMROXQWDU\ OHDYHIWRWY YROXQWDU\ DWWULWLRC

OHWULF YO\ YO\ YO\ YO\
$LUSRUW

RSHUDWLRQV SWV SWV
&DELQ FUHZ SW; SWV
&RUSRUDWH

IXQFWLRQV SWV SWV
ODLQWHQDQFH SWV SWV
3LORWYV SWV SWV
7RWDO SW; SWV

'"HVFULSWLRQ

7KH QXPEHU RI OHDYHUV LQFOXGHY HPSOR\HHV ZKR OHDYH YROXQWDULO\ RU GXH WR GLVPLVV
DWWULWLRQ RFFXUV ZKHQ HPSOR\HHV FKRRVH WR OHDYH H J UHVLIJIQDWLRQ UHWLUHPHQW Y
RFFXUV ZKHQ HPSOR\HHVY OHDYH IRU UHDVRQV RWKHU WKDQ D SHUVRQDO GHFLVLRQ H J FRPS

HPSOR\HHV RQ WHPSRUDU\ FRQWUDFWYVY 7KH DWWULWLRQ UDWH LV EDVHG RQ WKH QXPEHU RI (
RIb*URXS HPSOR\HHV LQ WKH \HDU ;

&RPPHQWDU\

,Q WKHUH ZHUBHDYHUV UHVXOWLQJ LQ DQ RYH U RO & N UH AR\ UFDW HO RIW YROXQWDULO\
DQGb OHIW WKURXJK QRQ YROXQWDU\ DWWULWLRQ &RPSDUHG WR S HURFOXDMIDIGA HRALVG W
ZKLOH QRQ YROXQWDU\ DWW U ISMIUFE® QW B XEFREERREEMAY DMIMRQ Z DV KL KHULQ VIKH SURU\ HDUGXH VR B4 DO

HP S®\ HH WDQM HY DWRFIDWAG Z IMC WH $ ( 1$ @FHQFH DZ DUGV | RUVKILG SDUN KDQG@ VHUYLEHY D6 SDQIMK DILSRUV

7TRWDO QXPEHU RI HPSOR\HHV E\ FRQWUDFW W\SH IXOO WLPH SDUW WLPH DQG E\ JHQGHU

)XOO WLPH FRQWUDFWYV 3IDUW WLPH FRQWUDFWYV
OHWULF YO\ YO\
0HQ
'"RPHQ A
7RWDO

7TRWDO QXPEHU RI HPSOR\HHV E\ FRQWUDFW W\SH IXOO WLPH SDUW WLPH DQG E\ UHJLRQ FRX

)XOO WLPH FRQWUDFWV 3DUW WLPH FRQWUDFWYV
YO\

OHWULF YO\
(XURSH

8QLWHG .LQJGRP

6SDLQ

,UHODQG

5HVW RI (XURSH

$IULFD OLGGOH (DVW DQG 6RXWK $VLD
1RUWK $PHULFD A
/DWLQ $PHULFD DQG &DULEEHDQ

$VLD 3DFLILF

7RWDO




'"HVFULSWLRQ

&RPSRVLWLRQ LV D EUHDNGRZQ RI KHDGFRXQW DV DW '"HFHPEHU )XOO WLPH HPSOR\HHV D
KRXUV DV DW '"HFHPEHU

&RPPHQWDU\

,Q WKH *URXS VDRHAUHDVH LQ IXOO0O WLPH FB@WUDFWY LDOOEDDW WLPH FRQWUDFWYVY 7KH PRV
RFFXUHG 1Q 6 SDIQ Z KHWH SDUMWP H LRGV | HQE\ DORQJVLGH D FRUUHVERR GIQQUWXOO WLPH FRQWUDFWYV UHIO

WDQMMRQRI J IRXQG KDQGOY HP SE\ HHV IQVR | X@WP H LRGN 1Q TH Z VK WIQXUH & RQUDFWP [ 1Q RWKHUUHJ IRQV UHP DIQHG ELRDGO
FRQVLVWHQW ZLWK WKH SULRU \HDU

RUNLQJ KRXUV

7LPH ZRUNHG DQG KROLGD\V DUH GLIIHUHQW LQ HDFK RSHUDWLQJ FRPSDQ\ DV SHU WKH UHVSH
ZRUNLQJ WLPH GLUHFWLYHV

6 = &ROOHFWLYH EDUJDLQLQJ FRYHUDJH DQG VRFLDO GLDORJXH
'LVWULEXWLRQ RI HPSOR\HHV FRYHUHG E\ FROOHFWLYH EDUJDLQLQJ DJUHHPHQWY DQG VRFLDC
&ROOHFWLYH EDUJDLQLQJ FRYHUDJH 6RFLDO GLDORJXH

(PSOR\HHV A (($ IRU FRXQWULHV(RPBWR\HHV A 1RQ (($ HVWLRDWSOIRFH UHSUHVHQWDWLRQ (($ |

HPSOR\HHV UHSUHVHQWLQBJILRQWMWMD®OK ! HPSOR\HHV UHSUHVHARWQWWULHYV ZLWK ! HPSOR\
&RYHUDJH UDWH HPSOR\HHV !

WRWDO HPSOR\HHVHSUHVHQWLQJ ! WRWDO HPS
A A A A
A A A A
A A A A
A A A A
A 6SDLQb 8QLWHG .LQJGRPbD 6SDLQb

'"HVFULSWLRQ

&ROOHFWLYH EDUJDLQLQJ DJUHHPHQWY FRYHU D EURDG UDQJH RI HPSOR\PHQW PDWWHUV LQF
RFFXSDWLRQDO KHDOWK DQG VDIHW\ 7KH FRYHUDJH UDWH SUHVHQWHG LQ WKLV VHFWLRQ UHI
E\bRQH RU PRUH FROOHFWLYH DJUHHPHQWY 7KLV PHWULF LV FDOFXODWHG XVLQJ KHDGFRXQW
&RPPHQWDU\

RI RXU HPSOR\HHY DUH FRYHUHG E\ FROOHFWLYH EDUJRQQWEH 3JUBHESMVOVD QQF 0 X6 DQL

&RYHUDI H LDVWAV 1Q VIKHVH FRUH P DUNHW KDYH UHP DIQHG WIDE®! \ HDURQ \ HDU LH GFVQ) BQJ WIQGLQ) VRFIDOGID®RI XH VAKFWWUHY DQG
HVWDEOLVKHG VHFWRUDO DUUDQJHPHQWYV

.Q ,$* DQG HPSOR\HH UHSUHVHQWDWLYHV VLIJQHG D (XURSHDQ :RUNV &RXQFLO (:& DJUHHF
7KH (:& SURYLGHV D IRUPDO IUDPHZRUN IRU LQIRUPDWLRQ DQG FRQVXOWDWLRQ RQ WUDQVQDW
HQJDJHPHQW EHWZHHQ HPSOR\HHY DQG PDQDJHPHQW DFURVV WKH *URXS

6 = 'LYHUVLW\ PHWULFV

7RWDO QXPEHU DQG GLVWULEXWLRQ RI VHQLRU OHDGHUV E\ JHQGHU

+HDGFRXQW +HDGFRXQW
OHWULF YO\ YO\
O0HQ SW
"RPHQ S
7RWDO A SWV

7TRWDO QXPEHU DQG GLVWULEXWLRQ RI ,$* ODQDJHPHQW &RPPLWWHH DQG GLUHFW UHSRUWYV E\

+HDGFRXQW +HDGFRXQW
OHWULF YO\ YO\
0HQ SWV
‘RPHQ SWV
7RWDO A SWV

'"HVFULSWLRQ

‘H GHILQH VHQLRU OHDGHUV DV HPSOR\HHV LQ ,$* JUDGHYV DQG RU HTXLYDOHQW UROHV D
ZKR UHSRUW GLUHFWO\ WR ,$*DV &(2 :H DOVR UHSRUW WKH WRWDO QXPEHU DQG JHQGHU GLVW
&RPPLWWHH DQG WKHLU GLUHFW UHSRUWYV $00 ILJXUHV DUH SUHVHQWHG DV DW 'HFHPEHU

&RPPHQWDU\

6HQLRU OHDGHU QXPEHUV DW ,$* JUDGHV DQG UHPDLQHG VWDEOH LQ :KLOH RYHUDOO
\ HDURQ\ HDULHGXFVRQ 1Q WMH SIRSRWRQRI Z RP HQ UH BFQI QRWP DCP RYHP HQW Z IMKIQ VP DOVHQIRUBIDGHUSRSXOMRQV DQG FKDQJI HV

LQ WHDP FRPSRVLWLRQ GXULQJ WKH \HDU :H FRQWLQXH WR WDNH D PHULW EDVHG DSSURDFK \
,$* DQG H[WHUQDOO\ IRU PRVW UROHV

,Q WKHUH ZzDV DOVR D VOLJKW UHGXFWLRQ LQ WKH UHSUHVHQWDWLRQ RI ZRPHQ ZLWKLQ W
UHSRUWY UHIOHFWLQJ WKH WLPLQJ RI DSSRLQWPHQWY DQG QDWXUDO WXUQRYHU :H UHPDLQ
DQGbVXSSRUWLQJ D PHULW EDVHG DSSURDFK
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7TRWDO QXPEHU DQG GLVWULEXWLRQ RI HPSOR\HHV E\ DJH

+HDGFRXQW +HDGFRXQW

OHWULF YO\ YO\

8QGHU A SWV

A A SWV

2YHU A A SWV

7RWDO A SWV
'"HVFULSWLRQ
7KH VKDUH RI KHDGFRXQW DFURVV WKH *URXS E\ DJH XQGHU A DQG RYHU DV DW  'HF
&RPPHQWDU\
+HDGFRXQW LQFUHDVHG DFURVV DOO DJH JURXSV LQ DQG WKH RYHUDOO DJH GLVWULEXWL

7KHSWRSRWMRQRI HP S&®\ HHVDIHG RYHU  GHFUHDVHG V) KV®  HIGIFVQI QDWKDADWMMRQ U HO Z IWKIQ J LIRXQG KDQGM RGNV
5HSUHVHQWDWLRQ DPRQJ HPSOR\HHV XQGHU DQG WKRVH DJHG A UHPDLQHG VWDEOH

6 = $GHTXDWH ZDJHV
$W ,$* ZH DUH FRPPLWWHG WR HQVXULQJ WKDW DOO RXU HPSOR\HHV UHFHLYH DQ DGHTXDWH 7
Rl FROOHDJXHV FRYHUHG E\ FROOHFWLYH DJUHHPHQWY WKDW HQVXUH SD\ UDWHV DUH FRP:
ERWK IL[HG DQG YDULDEOH HOHPHQWY DV LV FRPPRQ LQ RXU VHFWRU DQG UHIOHFWV WKH G\(
DQG LQ WKH DLU &ROOHDJXHV DUH DOVR HOLJLEOH IRU D UDQJH RI DWWUDFWLYH EHQHILWYV L
FDOFXODWLRQV RI UHPXQHUDWLRQ XQGHUVWDQGDEO\ FRPSOH[ 2SHUDWLQJ FRPSDQLHV KDYH
HOHPHQWY RI UHPXQHUDWLRQ LQ WKH FRQWH[W RI WKH PLQLPXP ZDJH OHJLVODWLRQ DQG ZKH
WDNH DFWLRQ DV QHFHVVDU\ WR DGGUHVV WKH VSHFLILF LVVXH DQG URRW FDXVH 7KLV LQFOX
WR HQVXUH DFFXUDF\ RI UHSRUWHG KRXUV ZRUNHG DQG UHPXQHUDWLRQ SDLG

6 = 3HUVRQV ZLWK GLVDELOLWLHV

7RWDO QXPEHU DQG GLVWULEXWLRQ RI HPSOR\HHV ZLWK D GLVDELOLW\
+HDGFRXQW +HDGFRXQW

OHWULF YO\ YO\

(PSOR\HHV ZLWK D GLVDELOLW\ SWV

'"HVFULSWLRQ
(PSOR\HHV ZLWK GLVDELOLWLHY DUH UHSRUWHG DV D SHUFHQWDJH RI WRWDO KHDGFRXQW DW

LVbQRW D OHJDO UHTXLUHPHQW LQ WKH 8. RU ,UHODQG XQOLNH LQ 6SDLQ $V D UHVXOW GLVLE
1Q 6 SDIQ DQG VHD GHFOUHG LQ DORVKHUMUVGLIFVIRQY

&RPPHQWDU\
7KH SHUFHQWDJH RI HPSOR\HHV ZLWK D GLVDELOLWQ LQFWHDVIHEG VOLIKWQ\SIWRPLRXV \HDUV WK
Rl HP S&\ HHV LHFRUWGHG 1Q WKLY FDWAJ RY DUH HWKHUEDVHG IQWH 8. Z KHUH GIVF&VXUH LV VHO GHFOWHG RUKDYH D P HGIFD@ FHUAILHG
GLVDELOLW\ LQ 6SDLQ ZKHUH IRUPDO UHJLVWUDWLRQ SURFHVVHV DSSO\
6 = +HDOWK DQG VDIHW\ PHWULFV

Rl HPSOR\HHVY DFURVV ,$* DUH FRYHUHG E\ FRPSUHKHQVLYH KHDOWK DQG VDIHW\ PDQDJHPF
DQGbFRPSOLDQFH ZLWK OHJDO UHTXLUHPHQWY DQG UHFRJQLVHG VWDQGDUGV
RUNSODFH IDWDOLWLHV

1XPEHU RI LQVWDQFHV

OHWULF
$LUSRUW RSHUDWLRQV A
&DELQ FUHZ A A
&RUSRUDWH IXQFWLRQV A
ODLQWHQDQFH A A
3LORWYV A A
7RWDO
/IRVW WLPH LQMXULHV /7,

:RUNSODFH DFFLGHQWYV /7, VHYHULW\ UDWH /7, IUHTXHQF\ UDWH

OHWULF YO\ YO\ YO\
$LUSRUW RSHUDWLRQV

&DELQ FUHZ

&RUSRUDWH IXQFWLRQV

ODLQWHQDQFH

3LORWYV

7RWDO




:RUNSODFH DFFLGHQWYV /7, VHYHULW\ UDWH /7, IUHTXHQF\ UDWH
OHWULF YO\ YO\ YO\

OHQ
‘RPHQ

7TRWDO

2FFXSDWLRQDO LOOQHVV
1XPEHU RI LQVWDQFHV
OHWULF YO\

0HQ
'RPHQ

7TRWDO

$EVHQWHHLVP

+RXUV DEVHQW $EVHQWHHLVP UDWH

OHWULF YO\ YO\

$LUSRUW RSHUDWLRQYV SWV
&DELQ FUHZ SWV
&RUSRUDWH IXQFWLRQV A A SWV
ODLQWHQDQFH A SWV
3LORWYV SWV
7RWDO SWV

&RPPHQWDU\

7TKHUH RODMWHFRUGHG IDWDOLW\ LQ UHODWHG WR D URDG WUDIILF LQFLGHQW LQ 6SDLQ GXU
DOVR UHFRQ@QBRPEG XWQJ WHDWAG |IDVDON 8 QGHUG SDQAWK @Z DFFIGHQW WDWRFFXUZ KLGBI WDYH@J VR RUIWRP VIKH Z RINSOFH
DUHbFODVVLILHG DV ZRUNSODFH DFFLGHQWYV

,Q WKHUH ZHUAHRUNSODFH DFFLGHQWYRODNSIWHHRDFFLGHQWY SHU RQH PLOOLRQ KRXUV ZRU
bZRUNSODFH DFFLGHQWYV WKDW UHVXOWHG LQ ORVW ZRUNLQJ WLPH
TKHA®WWP HIOWW /7, [HTXHQR DWW LOFUHDVHG | LRP LQ WRLQ 7KLV PRYHPHQW UHIOHFWYV LPSURYHPE

SUDFWLFHVY UDWKHU WKDQ D GHWHULRUDWLRQ LQ VDIHW\ SHUIRUPDQFH 'XULQJ WKH \HDU ZH
WKHbUHSRUWLQJ RI PLQRU LQFLGHQWY VXSSRUWLQJ EHWWHU LGHQWLILFDWLRQ RI SRWHQWLD

7KH VHYHULW\ UDWH GHFWHR VHIQ AUF®PWLQJ WKDW ZKLOH PRUH LQFLGHQWY DUH EHLQJ UHSRUYV
Z RINQJ IP H RWV7 KLY VXJ J HW VWKDWRXUIP SLIRYHG LHSRUAMQJ SURFHWHVY DLH FDSVXUQJ D ELRDGHUWDQI H RI ®Z HUVHYHUW FDVHV

7TKHUH ZHUHHFRUGHG LQVWDQFHV RI RFFXSDWLRQDO LOOQHVV LQ EURDGO\ LQ OLQH ZLWK \
RIBQWBQFHY RYHWD@\ HDURQ \ HDUP RYHP HQW DIH VHQUMYYH VR LQGLYIGXDOFDVHY DQG GR QRWQGIFDVA D P DVAUDCFKDQJ H 1Q XQGHUD LQJ
WUHQGY $00 UHSRUWHG FDVHV DUH PDQDJHG LQ OLQH ZLWK HVWDEOLVKHG KHDOWK DQG VDIF

7KH DEVHQWHHLVP UDWH GHFUGDVHW®RURP Z WK LHGXFMRQV REVHUWYHG DFLRW D@WRE RGNV 7KLY\ HDURQ\ HDU
GHFUHDVH UHIOHFWYV IHZHU KRXUV ORVW WR VLFNQHVY DQG RXU FRQWLQXHG IRFXV RQ VXSSRU
PD\ KDYH KLJKHU DEVHQFH UHSRUWLQJ UDWHV GXH WR WKH UHTXLUHPHQWY RI WKHLU UROH UF
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'"HVFULSWLRQ DQG PHWKRGRORJ\

OHWULF 'HVFULSWLRQ JRUPXIRIBDOFXODWLRQ
/7, VHYHULWXKLY PHDVXUHV WKH LPSDFW RI RFFXSDWLRQDO DFFLGHUWY @IVGILHMOEBRWWG LRPW HI
UDWH ZRUN E\ WKH DIIHFWHG ZRUNHUV RIb/7,V
/7, IUHTXHQBWQ /7, LV D QRQ IDWDO LQMXU\ DULVLQJ RXW RI RU GXUIXPEHARURN /ZKVFK+RXDGV WF
UDWH DbORVVbRIDSURGXFWLYH ZRUN WLPH ZRUNHG [

7KH XQLW RI PHDVXUHPHQW LV /7,V SHU KRXUV ZRUNHG XVLQJ DFWXDO

KRXUV ZRUNHG

+RXUV DEVHRW WKH SXUSRVH RI WKLV PHWULF RQO\ XQSODQQHG6EXP XIQMXWKBEVMB® DEVHQF!
ZKLFK PHDQV HPSOR\HHV PLVVLQJ SDUWLDO RU ZKROH GD\V RI ZRUN A DUH LQFOXC
([DPSOHV LQ VFRSH DUH VKRUW WHUP DQG ORQJ WHUP VLFNQHVV WLPH RII GXH WF
LQMXULHVY DQG QR VKRZV A DEVHQFHV ZLWKRXW OHDYH RU SHUPLVVLRQ

$EVHQWHHLVKH DEVHQWHHLVP UDWH LV FDOFXODWHG DV WRWDO HXPER\H IR IDERKQ\F DE \GH Y WG H

UDWH WRWDO VFKHGXOHG KRXUV LQ WKH UHSRUWLQJ SHULRAXREFHUHRV K8 XOUW D/ BKIRHIGKQ M
,Q JHQHUDO PRVW *URXS FRPSDQLHVY UHFRUG DEVHQFH LQ KRXUV :KHUH GD\V
DUHbUHFRUGHG PRVWO\ LQ SLORWV DQG FDELQ FUHZ FDWHJRU\ GD\V DUH FRQYH
WR KRXUV DW D UDWH RI KRXUV SHU GD\ *URXS DYHUDJH IXOO GD\

2FFXSDWLR@MORFFXSDWLRQDO LOOQHVV LV D PHGLFDO FRQGLWLRQXPE i6WU \RH DRFAF WKIDWL B 8 DBO R

LOOQHVY JUDGXDOO\ RYHU WLPH DV D UHVXOW RI ZRUN SHUIR U PHGODM \RHV B PSHFGVDEDHD ®ARGUL DV,
IDFWRUV LQ WKH ZRUNSODFH 7KH LOOQHVV PXVW EH FRQILUPHG E\ D PHGLFDO GLD
2FFXSDWLRQDO LOOQHVVHV LQ VFRSH IRU WKH 8. IROORZ 5HSRUWLQJ Rl ,QMXULHV
'LVHDVHV DQG 'DQJHURXV 2FFXUUHQFHV 5HIJXODWLRQV 5,"'25 VWDQGDUGYV
DQGbFDQ EH IRXQG RQ WKH +HDOWK DQG 6DIHW\ ([HEFXWLYHDV +6( ZHEVLWH
2FFXSDWLRQDO LOOQHVVHV LQ VFRSH IRU 6SDLQ DUH SXEOLVKHG LQ 5R\DO '"HFUHH

)DWDOLWLHVRUN UHODWHG IDWDOLWLHYVY OLQNHG WR DQ RFFXSDWILRRBULRIODRHYN BRHOGWH® VB
7R DOLJQ ZLWK *5, JXLGDQFH IDWDOLWLHYV DV D UHVXOW RI FRPPXWLQJ DFFLGHQW
RQO\ LQFOXGHG LQ FDVHV ZKHUH WKH WUDQVSRUW KDV EHHQ RUJDQLVHG E\ WKH
EXVLQHVV VXFK DVbYLD D FRPSDQ\ RU FRQWUDFWHG EXV RU YHKLFOH 7KH H[FHSW
LV HPSOR\HHV LQb6SDLQ ZKHUH LQFOXVLRQ RI WKHVH W\SHV RI IDWDOLWLHV LV D
UHTXLUHPHQW

6 = 5HPXQHUDWLRQ PHWULFV SD\ JDS DQG WRWDO UHPXQHUDWLRQ
$YHUDJH UHPXQHUDWLRQ E\ JHQGHU DJH DQG MRE FDWHJRU\ A VDODU\ JDS
2YHUDOO 0OHQ 'RPHQ 6DODU\ JDS

&DWHJRU\ YO\ YO\ YO\ YO\
6HQLRULBNQLRU

H[HFXWLYHV SWV

2WKHU

PDQDJHPHQW SWV

$00 RWKHU

HPSOR\HHV SWV A

7RWDO

ZRUNIRUFH A SWV
$IJH JURXS SWV

A A SWV

! SWV

7RWDO

ZRUNIRUFH A SWVv

7KH GLIITHUHQFH EHWZHHQ WKH JHQGHU SD\ JDS DQG SD\ HTXLW\
7KH JHQGHU SD\ JDS LV D PHDVXUH EDVHG RQ DYHUDJH SD\ DFURVYVY DQ RUJDQLVDWLRQ ,W GRF}
SHRSOH RFFXS\

3D\ HTXLW\ LV WKH SULQFLSOH WKDW SHRSOH GRLQJ WKH VDPH ZRUN VKRXOG UHFHLYH WKH VL
DVbWHQXUH SHUIRUPDQFH DQG H[SHULHQFH

,W LV SRVVLEOH IRU DQ RUJDQLVDWLRQ WKDW SD\V LWV HPSOR\HHV IDLUO\ DQG HTXLWDEO\ LQ
7TKHbH[LVWHQFH RI D JHQGHU SD\ JDS GRHVY QRW QHFHVVDULO\ LQGLFDWH D SUREOHP ZLWK SD!'

'"HVFULSWLRQ

5HPXQHUDWLRQ GDWD LV SUHVHQWHG DW WKH PHGLDQ IRU JHQGHU DJH DQG VHQLRULW\ SRSX
RIbDUHPXQHUDWLRQ FRQWLQXH WR LQFOXGH EDVLF VDODU\ VKLIW SD\ DOORZDQFHV HPSOR\HL
LQFHQWLYHV SURYLGLQJ D FOHDU YLHZ RI RYHUDOO WRWDObUHPXQHUDWLRQ



"XULQJ WKH SUHVHQWDWLRQ Rl UHPXQHUDWLRQ YDOXHY DQG WKHbSRSXODWLRQ LQFOXGHC

K$0OO YDOXHV DUH FDOFXODWHG RQ DQ KRXUO\ UDWH DQG VKRZQ RQ DQbDQQXDOLVHG EDVLV

K$0OO YDOXHV DUH VKRZQ RQ D IXOO WLPH HTXLYDOHQW EDVLV

K9DOXHV DUH RQO\ UHSRUWHG IRU WLPH ZRUNHG 5HPXQHUDWLRQ UHFHLYHG IRU QRW ZRUNLQ.

K7R HQVXUH FRQVLVWHQF\ DQG QRQ HXUR UHPXQHUDWLRQ KDV EHHQ UHVWDWHG XVLQ.

K7KH UHSRUWHG VDODU\ JDS IRU HDFK SRSXODWLRQ FRQWLQXHV WR UHSUHVHQW WKH GLIIHUHQ
H[SUHVVHG DV D SHUFHQWDJH RI PHQDV UHPXQHUDWLRQ DQG

K5HJDUGLQJ VHQLRULW\ SRSXODWLRQ JURXSLQJV CVHQLRU H[HFXWLYHVD LQFOXGHV *URXS 0DQ
PDQDJHPHQW FRPPLWWHH PHPEHUV GLUHFWRUV DQG RWKHU VHQLRU H[HFXWLYH SRVLWLRQV C
UROHV LQFOXGLQJ SLORWY DW WKH FDSWDLQ VHQLRULW\ OHYHO 7KH C$00 RWKHU HPSOR\H|
LQFOXGLQJ WKH PDMRULW\ RI SLORWYV DQG FDELQ FUHZ

&RPPHQWDU\

'LWKLQ ,$*DV RSHUDWLQJ PRGHO RSHUDWLQJ FRPSDQLHY DUH UHVSRQVLEOH IRU UHZDUG IUDP
WRbORFDO PDUNHWY DQG UROHV WR HQVXUH WKH\ UHPDLQ VXVWDLQDEOH DQG FRPSHWLWLYH |
RIbHPSOR\HHY DUH FRYHUHG E\ FROOHFWLYH EDUJDLQLQJ DJUHHPHQWY 6HQLRU OHDGHU UHPX
DQGbORQJ WHUP LQFHQWLYHVY WR DOLJQ OHDGHUVKLS FRPSHQVDWLRQ ZLWK SHUIRUPDQFH DQC
6HQLRUbOHDGHU UHPXQHUDWLRQ GHFLVLRQV WDNH LQWR DFFRXQW SHUIRUPDQFH PDUNHW FR

6DODU\ JDS DQDO\VLV

,Q KHDGFRXQW LQFUHDVHG DQG WKH ZRUNIRUFH FRPSRVLWLRQ VKLIWHG LQ ZD\V WKDW PR
ZRPHQ 3LORW DQG PDLQWHQDQFH KHDGFRXQW JUHZ IDVWHU WKDQ RWKHU UROHV UHVXOWLQJ
VKDUH RI WKH ZRUNIRUFH $V SLORW DQG PDLQWHQDQFH UROHV W\SLFDOO\ H[KLELW KLJKHU Jt
FRP SRUMRQ @U HO H SOIQVVIKH\ HDURQ\ HDUP RYHP HOWQ VIKH * RXSIY VDDU J DS

$W *URXS OHYHO WKLV FRQWULEXWHG WR DQ LQFUHDVHQQ WWIR PHGRDQ VDOOD UQ MISH PRIDQ VI
JDS IURP WR

3LORW SD\ UHPDLQV WKH PRVW VLJQLILFDQW GULYHU RI WKH JHQGHU SD\bJDS UHIOHFWLQJ ER
Rl VHQLRULW\ 7KH JHQGHU SD\ JDS LQ WKH CRWKHU PDQDJHPHQWD FDWHJRU\ LV GULYHQ E\ W|
ZLWKLQ WKLV JURXS ,Q RYHU FDGHW SLORW WUDLQLQJ SRVLWLRQV ZHUH RSHQHG DFUR
7TKHVHbSURJUDPPHV SURYLGH ILQDQFLDO VXSSRUW KHOSLQJ WR UHPRYH EDUULHUV WR HQWU\

2SHUDWLQJ FRPSDQLHVY FRQWLQXH WR UHYLHZ SHRSOH SURFHVVHV WR HQVXUH WKH\ DUH LQFC
GHFLVLRQV DUH PHULW EDVHG bRSHQ WUDQVSDUHQW DQG IDLU HQFRXUDJLQJ DSSOLFDWLRQV

JXUWKHU GHWDLOV RQ WKH VWHSV ,$* LV WDNLQJ WR SURPRWH GLYHUVLW\ DQG LQFOXVLRQ DF
6XVWDLQDELOLW\ VWDWHPHQW

%RDUG DQG ODQDJHPHQW &RPPLWWHH UHPXQHUDWLRQ
$YHUDJH UHPXQHUDWLRQ Rl %RDUG PHPEHUVY DQG 0ODQDJHPHQW &RPPLWWHH LQFOXGLQJ YDUL
LQGHPQLW\ FRQWULEXWLRQV WR SHQVLRQ DQG ZHOIDUH V\VWHPV DQG DQ\ RWKHU DVSHFWV R

YO\

%RDUG

0HQ

‘RPHQ

ODQDJHPHQW &RPPLWWHH

2YHUDOO

'"HVFULSWLRQ
K7KH FRPSRQHQWV RI UHPXQHUDWLRQ LQFOXGH
K([HFXWLYH GLUHFWRUV %DVLF VDODU\ WD[DEOH EHQHILWY FRPSDQ\ FDU DQG SULYDWH KH
DQQXDO LQFHQWLYHYV SDLG LQ WKH UHSRUWLQJ SHULRG DQG ORQJ WHUP LQFHQWLYHV YHVW
DQG OLIH LQVXUDQFH
K1RQ H[HFXWLYH GLUHFWRUV $00 IHHV %RDUG &KDLU FRPPLWWHH PHPEHUVKLS HWF DQG
K8VLQJ WKH PHWKRGRORJ\ HYWDEOLVKHG LQ SUHYLRXV \HDUV RQO\ GLUHFWRUV RUbODQDJHP}
IRUBWKH IXOO \HDU UHSRUWLQJ SHULRG DUH LQFOXGHG LQ WKH \HDU RQ \HDU FRPSDULVRQ
K$V SHU SUHYLRXV \HDUV WKH UHPXQHUDWLRQ RI WKH ,$* &(2 LVbDRPLWWHG IURP ODQDJHPHQMW
RQ WKH EDVLV WKDW LW LV DOUHDG\ UHSRUWHG DV SDUW RI %RDUG GLUHFWRU UHPXQHUDWL
K7KHVH ILJXUHV DUH GHULYHG IURP WKH PHWKRGRORJ\ XVHG LQbWKHbUHPXQHUDWLRQ UHSRUYV

([SODQDWLRQ IRU %RDUG UHPXQHUDWLRQ

7KH KLJKHU OHYHO RI DYHUDJH UHPXQHUDWLRQ SDLG WR PDOH GLUHFWRUV FRPSDUHG WR IHPI
LQFXPEHQWY KROGLQJ WKH KLJKHU UHPXQHUDWHG &(2 DQG &KDLUPDQ UROHV :KHUH PDOH DQC
WKHbVDPH UHVSRQVLELOLWLHY WKH OHYHO RI UHPXQHUDWLRQ SDLG LV HTXLYDOHQW LQ OLQF
IHHbIUDPHZRUN

Q WKH UHPXQHUDWLRQ RI VHYHQ QRQ H[HFXWLYH GLUHFWRUV DQG WKH ,$* &(2 LV LQFOXG
IHPDOH QLQH QRQ H[HFXWLYH GLUHFWRUV DQG WKH ,$* &(2 ZLWK ILYH PDOH DQG ILYH IH
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7KH NH\ IDFWRUV LQIOXHQFLQJ WKH LQFUHDVHG UHPXQHUDWLRQ IRU GLUHFWRUV DUH

K7KH LQFUHDVH LQ ,%$* &(2 UHPXQHUDWLRQ IURP WR GULYHQ E\ IROORZLQJ IDFWRUYV
K$Q LQFUHDVH RI LQ EDVLF VDODU\ IRU
K3D\PHQW RI DSSURYHG DQQOXDO LOQFHQWLYH DZDUG DQG
K7KH LQFOXVLRQ RI DQ HVWLPDWHG YDOXH RI WKH 563 DZDUG ZKLFK ZLOO YHVW LQ IX0OO
RIbPBWKHbQRUPDO WZR \HDU KROGLQJ SHULRG
K1RQ H[HFXWLYH GLUHFWRUVD IHHV UHPDLQHG XQFKDQJHG LQ %\ FRQWUDVW HIIHFWLYH

WKH $XGLW DQG &RPSOLDQFH &RPPLWWHH DQG WKH 5HP XQHU B MLHFW EQ P RALKAHWHRIP 3 19 bl L IWQ FOUQ-
FRPPLWPHQW LQYROYHG LQ WKHVH UROHV

K7KHUH ZDV DQ LQFUHDVH LQ WKH WDNH XS Rl SHUVRQDO IOLJKW EHQHILWYV

KORUH JHQHUDOO\ IHPDOH GLUHFWRU UHPXQHUDWLRQ LV OHVV YRODWLOH DV WKHUH DUH QR

JXUWKHU GHWDLO RI %RDUG UHPXQHUDWLRQ LV VHW RXW LQ WKH GLUHFWRUDV UHPXQHUDWLR

(ISODQDWLRQ IRU ODQDJHPHQW &RPPLWWHH UHPXQHUDWLRQ

%RWK WKH FRPSRQHQWYV RI UHPXQHUDWLRQ DQG WKH RSSRUWXQLW\ DVVRFLDWHG ZLWK WKRVH
UHPDLQHG XQFKDQJHG IURP WR 7KH LQFUHDVH LQ DYHUDJH ODQDJHPHQW &RPPLWWHH P
E\ IDFWRUV VXFK DV

K7KH UHOHDVH IURP WKH KROGLQJ SHULRG RI KLVWRULFDO VKDUHbDZDUGV

K3D\PHQW RI WKH DSSURYHG $QQXDO ,QFHQWLYH $ZDUG

K7KH YHVWLQJ LQ R1 WKH SHVYWULFWHG 6KDUH 30DQ 563 DQG

K7KH YHVWLQJ RI )XOO 3RWHQWLDO ,QFHQWLYH 30DQ )W\WUHWHIKOBRWIRJUPW & AHD WLUHHMPH RV R
,Q DQG WKHUH ZHUH ODQDJHPHQW &RPPLWWHH PHPEHUV VHYHQ PDOH DQG WKUHH IH

IRUbFRQILGHQWLDOLW\ UHDVRQV JLYHQ WKH IHPDOH GDWD VHW UHODWHV WR RQO\ WKUHH HP

7KH ,$* 5SHPXQHUDWLRQ &RPPLWWHHDYV WHUPV RI UHIHUHQFH VWDWH WKDW WKH &RPPLWWHH R
5HPXQHUDWLRQ 3ROLF\ IRU WKH ODQDJHPHQW &RPPLWWHH

$QQXDO WRWDO UHPXQHUDWLRQ UDWLR
7KLV UDWLR FRPSDUHV WKH WRWDO DQQXDO UHPXQHUDWLRQ Rl WKH KLJKHVW SDLG LQGLYLGX
HPSOR\HHV H[FOXGLQJ WKH KLJKHVW SDLG LQGLYLGXDO 7KH WDEOH EHORZ VHWYV RXW ,$*DV

<HDU &(2 VLQJOH ILJXUH O®IGLDQ SD\ UDWLR

7KH LQIRUPDWLRQ LQ WKLY WDEOH IROORZV WKH &65' PHWKRGRORJ\ 7KH &(2 SD\ UDWLRbVKRZ
&RUSRUDWH *RYHUQDQFH VHFWLRQ UHIOHFWYV WKH 8. PHWKRGRORJ\

6 = ,QFLGHQWV FRPSODLQWY DQG VHYHUH KXPDQ ULJKWVbLPSDFWYV

'LVFULPLQDWLRQ DQG KXPDQ ULJKWYV

,$* LV FRPPLWWHG WR SURPRWLQJ D ZRUN HQYLURQPHQW IUHH IURP GLVFULPLQDWLRQ ZKHUH
DQGbUHVSHFW UHJDUGOHVV RI DJH VH[ GLVDELOLW\ UDFH UHOLJLRQ RU EHOLHI PDULWDO R
VH[XDO RULHQWDWLRQ JHQGHU RU DQ\ RWKHU SURWHFWHG FKDUDFWHULVWLF 2XU SULQFLSO}
DQGbUHVSHFW IRU KXPDQ ULJKWV DUH VHW RXW LQ WKH ,$* &RGH RI &RQGXFW ZKLFK DSSOLHV

‘H PRQLWRU FRQFHUQV UHSRUWHG WKURXJK IRUPDO FKDQQHOV DQG WDRRPSIDULRSM RW B LIVAFW LR (
UHODWLQJ WR HPSOR\HHV DFURVV WKH *URXS WKDW DUH HLWKHU XQGHU LQYHVWLJDWLRQ RU :
bLQFLGHQWY ZHUH IRXQG WR EH VXEVWDQW LARPISG DT QWNVFRESWDBWEZDWKG LQFLGHQWYV LQ

7KH LQFUHDVH LQ UHSRUWHG FDVHV UHIOHFWYV VWUHQJIJWKHQHG UHSRUWLQJ FKDQQHOV HQKDC
HPSOR\HHVY DQG WKLUG SDUWLHYV IHHO FRQILGHQW WR UDLVH FRQFHUQV 2YHU WKH SDVW FRXS
DQG HQKDQFHG WUDLQLQJ ZLWK FRQWLQXHG HPSKDVLV RQ WKH 6SHDN 8S SURFHVV KHOSLQJ
DQG WUXVWHG

:KHUH DSSOLFDEOH ZH WDNH DSSURSULDWH DFWLRQ WR DGGUHVV LVVXHV LGHQWLILHG ZKLFK
,Q ,$* SDLG QR ILQHVY SHQDOWLHV RU FRPSHQVDWLRQ UHODWé&G WR LQFLGHQWYV RI GLVFUL

7KHUH ZHUH QR UHSRUWHG LQFLGHQWYV RI VHYHUH KXPDQ ULJKWV EUHDFKHY FRQQHFWHG ZLWt
ILQHY SHQDOWLHVY RU FRPSHQVDWLRQ



$GGLWLRQDO VRFLDO GLVFORVXUHV UHTXLUHG E\ 6SDQLVK /DZ
5HOHYDQW VWDQGDUGV *5,

6 = 7UDLQLQJ DQG VNLOOV GHYHORSPHQW PHWULEYV
7UDLQLQJ E\ JHQGHU
7UDLQLQJ KRXUV FRPSOHWHG Rl HPSOR\HHV WUDLQHG $YHUDJH WUDLQLQJ KRXUV
OHWULF YO\ YO\ YO\
0HQ SWV
‘RPHQ SWV
7RWDO SWV

7UDLQLQJ E\ HPSOR\HH FDWHJRU\

7UDLQLQJ KRXUV FRPSOHWHG Rl HPSOR\HHV WUDLQHG $YHUDJH WUDLQLQJ KRXUV
OHWULF YO\ YO\ YO\
$LUSRUW RSHUDWLRQYV SWV
&DELQ FUHZ SwW
&RUSRUDWH IXQFWLRQV A SWV
ODLQWHQDQFH A SWV
3LORWYV A SWV
7RWDO SWV

'"HVFULSWLRQ

$00 PDQGDWRU\ DQG QRQ PDQGDWRU\ WUDLQLQJ LV LQFOXGHG ZLWKLQ VFRSH DQG FRYHUV D :
DQWL FRUUXSWLRQ IOLJKW VLPXODWRU WUDLQLQJ DQG H OHDUQLQJ FRXUVHV 7KH SHUFHQWD
RIbBHPSOR\HHV ZKR FRPSOHWHG WUDLQLQJ GXULQJ WKH UHSRUWLQJ SHULRG $YHUDJH WUDLQL
KRXUV FRPSOHWHG GLYLGHG E\ WKH DYHUDJH KHDGFRXQW DQG SURUDWHG WR IX0O0 WLPH HTX

&RPPHQWDU\

$YHUDJH WUDLQLQJ KRXUV GHFOLQHG LQ ODUJHO\ UHIOHFWLQJ D UHWXUQ WR PRUH W\SLFI
LQbWKH SULRU \HDU ,Q WUDLQLQJ KRXUV ZHUH HOHYDWHG E\ KLJIKHU UHFUXLWPHQW DGG!|
VSHFLLF RSHIDMRQDAQMDWYHV VKDVWAP SRUDUO® LOFUHDVHG WDIQIQJ QHHGV ,Q IHZ HUQHZ  HOADQWFRXU/HY VKRWHUGXUDARQV

IRUbFHUWDLQ PDQGDWRU\ PRGXOHV DQG VHDVRQDO YDULDWLRQV LQ RSHUDWLRQDO WUDLQLQJ
WKHbSHUFHQWDJH RI HPSOR\HHVY WUDLQHG LQFUHDVHG \HDU RQ \HDU LQGLFDWLQJ EURDGHU S
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(656 6 :RUNHUV LQ WKH YDOXH FKDLQ
6%0 ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHY DQG WKHLU LQWHU

,PSDFW ULVN

7TRSLF 1DPH RUDRSSRUWXQIHVFULSWLRQ /IRFDWLRQ

(WKLFDO EXVLQBWRWHFWLRQ RI o LWKRXW SURWHFWLRQ IRU ZKLVWOHEORZHUV WKH SSMWHOHKRP® GVRZY HP
UHJXODWRU\ ZKLVWOHEORZHUV ZRXOG FRPH IRUZDUG ZLWK UHSRUWYV Rl XQHWKLFD@® SHUDWMLIRIDO EHKDYLR
FRPSOLDQFH VHYHUHO\ GHFUHDVHG 7KLV FRXOG OHDG WR SRRUHU GHWHFWLRQ RI DQG

SUHYHQWLRQ RI FRUSRUDWH PLVFRQGXFW 7KLV FRXOG OHDG WR OHJDO D¢
UHSXWDWLRQDO FRQVHTXHQFHV IRU VXSSOLHUV DQG ,$*

ORGHUQ VODYHWRBEGBQ VODYHU\ DQ XPDQ 9LRODWLQJ KXPDQ ULJKWV SDUWLFXODUO\ WKURXJ&SKIWHW R | DKX® RZ QV U D

KXPDQ WUDIILFNWGQDIILFNLQJ PRGHUQ VODYHU\ KDV SURIRXQG DQG IDU UHDFKLQR $HIHFWMRRY LQGLYLG X
FRPPXQLWLHV DQG VRFLHW\

5HVSRQVLEOH VXSWOIDQFH RI HWKLQO ([ WHUQDO DXGLWYV HQWDLO UHYLHZLQJ ODERXU FR@BMWIRHDPDQG HQYLUR

FKDLQ SUDFWLFHV RI VXSS&PHUV SUDFWLFHV DPRQJ RWKHU WKLQJV ZKLFK HQVXUHV WKDW VXSSOLHUV RSH

HWKLFDOO\ DQG UHVSRQVLEO\ )DLOXUH WR GR VR FDUULHV UHSXWDWLRQLE

8QIDYRXUDEOH ZRU J 7KH YLRODWLRQ Rl WKH WKLUG SDUW\ FRGH Rl FRQGEFWUHDIMUGLQJ SHRS(

FRQGLWLRQV LQ WK XSSO0\ ZRUNSODFH VWDQGDUGY UHVXOWV LQ VLIQLILFDQW QHJDWLYH LPSDFWV 7

FKDLQ EUHDFKHV LQ DUHDV VXFK DV KHDOWK VDIHW\ DQG VHFXULW\ SURWRFROV

HPSOR\PHQW SUDFWLFHV B8QIDYRXUDEOH ZRUNLQJ FRQGLWLRQV FDQ UHGX
SURGXFWLYLW\ DQG QHIJDWLYHO\ LPSDFW ,$*DV JRRGV DQG VHUYLFHV W I
SUHVHQWY D UHSXWDWLRQDO ULVN WR WKH *URXS

'"LVSDULWLHV LQ WURWPHQW 'LVSDULWLHYV LQ WUHDWPHQW DQG RSSRUWXQLWLH®DARQHIDPXSSOLHUV H[V

DQGbRSSRUWXQLWL DPRQJ YDULRXV GLPHQVLRQV LQFOXGLQJ JHQGHU WUDLQLQJ DQG GHYHORSPHQW

VXSSOLHU ZRUNHUV DQG LQFOXVLRQ RI SHUVRQV ZLWK GLVDELOLWLHV 7KLV FRXOG QHJDWLYH
JRRGV DQG VHUYLFHV UHFHLYHG E\ ,$*

9LRODWLRQ RI KXPD(”JLJKWV 7KH YLRODWLRQ Rl KXPDQ ULJKWV VWDQGDUGV ZLWKSQWUXESO\ FKDLQV UH

VWDQGDUGV ZLWKL XSSO0\ LQVWDQFHV ZKHUH VXSSOLHUV IDLO WR XSKROG IXQGDPHQWDO KXPDQ ULJ

FKDLQV SULQFLSOHV VXFK DV FKLOG RU IRUFHG ODERXU 7KLV SUHVHQWYVY D UHSXW

OHJDO ULVN WR ,$*

5HIHU WR VHFWLRQ C(656 * %XVLQHVV FRQGXFWD IRU GLVFORVXUH UHTXLUHPHQWY UHODWLQJ WR C3URWHF
RI VXSSOLHUVD

© 3RVLWLYH LPE)FYWHIDWLYH LPSDFW

2YHUYLHZ 5HVSRQVLEOH VXSSO\ FKDLQ

7KH 6WDNHKROGHU HQJDJHPHQW VHFWLRQ RI WXUWSQQRDOK;EHRUMNR O QL HV

C6%0 ,QWHUHVWY DQG WKH YLHZV RI VWDNHKK®GHUVODMHARUR GXRNWDKQWELOLWY WHDP IRFXVE
6XVWDLQDELOLW\ VWDWHPHQW GHVFULEH WKHWWH3SM X$DW DINSBW WIRFK WRZDUGV VXVWDLQDEO
LGHQWLI\ DQG PDQDJH PDWHULDO LPSDFWV UHAOMNKbQbIVRBD & RN HQW X QHWKKIDW VXVWDLQDELOL'
YDOXH FKDLQ DV SUHVHQWHG LQ RXU GRXEOH OWHKDNML. QUWS HFLWH R QRHMPMM RVY WKH *URXS

7KH PDMRULW\ RI WKHVH LPSDFWV H[LVW XSVWUHDP R WLRQV

LQ VHFWRUV DV OLVWHG SHU WKH VFRSH RI RxﬁFWb%Q\Z '%zbl‘?’\lskg%\g PEPWYRgIHWY
L

C%3 *HQHUDO EDVLV IRU SUHSDUDWLRQ RI WKLY 6xvWHRYWDEP E¥WD W iREHWWE DVVHVVPHQW
SURFXUHPHQW SUDFWLFHV WR*XQGHUVWDQG KR?2

7R DGGUHVV PDWHULDO LVVXHV LQ LWV VXSSOD FKFR®V,ISCHPSOHRHAWN VXSSOLHU VHOHFWLRQ
DbSURDFWLYH ULVN PDQDJHPHQW DSSURDFK LGWRQWWNWWHMVKY XK/ WDV DEJORQY DFURVY WKH FRPS
DQG LQGXVWULHYV ZKHUH VXFK LPSDFWV DUH PIRUAHORGNNO\ WRbRFFXU

;$* TUDQVIRUP ODXQFKHG LWV VXSSO\ FKDLQ VoXSBDLADEVLOVLWDLQDELOLW\ VFRULQJ
SURJUDPPH LQ WR LGHQWLI\ PRUH SUHYDOHRW REHOWKYWHLYENELOLW\ DW WKH HDUOLHVW
LQbDUHDV VXFK DV XQLIRUPV FDWHULQJ KRWHMRXDRICQBE ERPNEVSUBRXEVWYRFXUHPHQW LQFOX
7KLV LQIRUPDWLRQ KDV JXLGHG ,$*DV HQJDJH RIOQM bAk WH WSHE\OH HU HYDOXDWLRQ

VXSSOLHU FDWHJRULHVY WR EHWWHU XQGHUVWDQG WKHLU ODERXU DQG WKDW

RI WKHLU VXSSO\ FKDLQV 7KH SURJUDPPH DLPSXWWDEQREELPYWORRRYUDFW FODXVH
FRRSHUDWLRQ ZLWK WKHVH NH\ VWDNHKROGHU¥ WRVPEWYHJOWHHWKIR DGGLWLRQDO CVXVWDLQD/
PDWHULDO LPSDFWV LGHQWLILHG DQG DLPV WRHGIHFWL IRIREERU WX OWRL@RELOLWN SURJUDPPH 2
WKDW FRXOG GHOLYHU UHFLSURFDO EHQHILWWIRMKK-WKbEG &DWN\! FRGH RI FRQGXFW 7KH FOI
ORQJ WHUP ZRUNLQJ UHODWLRQVKLSY FHQWUR@OHPG RFQWBDFWYGZLWK VXSSOLHUV LQFOXGLQJ
SURDFWLYHbFRQWUDFW PDQDJHPHQW VKDUHG BRMMNPDWE PRWKHOWKH *URXS

EUDQG DVVRFLDWLRQ 7KH FODXVH KLJKOLJKWV WKH VXSSRUW RI WKH \

,$* DOVR FRQGXFWHG D WKLUG SDUW\ UHYLHZ Ar®W¥ WRDWRIHWyRI @RW JHUR 6FRSH HPLVVLRQV E
LPSURYH RXU DQDO\VLY DQG DVVHVVPHQW RI RYGBILPKWDY IHINERK D UHGXFWLRQ RI 6FRSH

VWDQGDUGY 7KH UHYLHZ GHOLYHUHG DQ RYHUWLH@FOXGKY PRvWWbEHRH QW SODQ WR VKDUH
ULVN GRPDLQ DQG DFWLYLWLHV UHJDUGLQJ SURVEEFFRMREAXNIVES Iy R UyXHBWBERHY SURYLGHG WF
PHDQV RI HQJDJLQJ VXSSOLHUV VXFK DV TXHWWMMHEGEOXGHY DQ LOQYLWDWLRQ WR SDUWLFLSDW
DSSURDFKHY UHG OLQHV DQG PLWLJDWLRQ PHDBEH WV WRLAPMMHVYVPHQWY VXFK DV (FR9DGLYV

WKDWb,$*DV VXVWDLQDELOLW\ FRPPLWPHQWYV PUH, QR FfPERRRALNHEROG XFW
DQG LGHQWLILHG SROLFLHV SURFHGXUHV DQG (RWIHHYE PHWKRGYRIRYHpSskpvLy RQ LWV SRVLWL

WKHDRSHUDWLRQDOLVDWLRQ RI VXVWDLQDELOKWZREGRYXMHYG! Bk F XD 06 VX SSO\ FKDLO
WKLUG SDUWLHYV LPSRUWDQFH Rl VKDUHG YDOXHV WKURXJKRXW W
,$* SXEOLVKHG D QHZ WKLUG SDUW\ FRGH RI FRQ
6XSSOLHUV DUH UHTXLUHG WR DGKHUH WR W

FRGH RI FRQGXFW ZKLFK UHTXLUHV VXSSOLHUYV
DQGbOHJDO VWDQGDUGY WR WKHLU HPSOR\HHV I



6XSSOLHU VXVWDLQDELOLW\ DVVHVVPHQWYV 6XSSOLHU HQJDIJHPHQW LQLWLDWLYHYV

6XSSOLHU VXVWDLQDELOLW\ DVVHVVPHQWY DUAKBD NMH\7TEPRSRRUBWXRIWDLQDELOLW\ WHDP HQJD
,$*DV 6 XVWDLQDEOH 3URFXUHPHQW 3URJUDPPH6*7 WHRGH DN BAVYREFMQWMH YDOXH FKDLQ WRJHWKH
HQDEOH XV WR LGHQWLI\ SRWHQWLDO (6* ULVNWBLWXUL\QDWRB EMBDAX\H MDY DFURVYV WKH *URX
XQGHUVWDQG FKDOOHQJHV IDFHG E\ VXSSOLHWR WHHYHOQFRQWD@XRXW RXU IRFXV LV WR LGHQW
LPSURYHPHQW DQG PDNH PRUH LQIRUPHG EXVIUHHGMWGWHRDVILROWLDWLYHY DFURVV WKH YDOXH F
E\bLQWHJUDWLQJ VXVWDLQDELOLW\ FULWHULDUHIMR WRRU VXS SEOWHRYHORBWLRORXUFHY LQ UH(

DQG HYDOXDWLRQ SURFHVVHV FKDQJH SROLFLHYV
5LVN EDVHG DVVHVVPHQW 8QIDYRXUDEOH ZRUNLQJ FRQGLWLRQV LQ WKH
,Q ZH LGHQWLILHG IRFXV DUHDV FDWHJIRYUHYS DVROBPUW RE SROLFLHV

DbKXPDQ ULJKWV ULVN DVVHVVPHQW DQG LGHQMLI3OHEHNHD WXBSROQAHHPSKDVLY RQ LWV SRVLWLF
LQbHDFK FDWHJRU\ IRU IROORZ XS HQJDJHPHQWR ,2R PDISSHE @ WX IWKBOXH DQG VXSSO\ FKDLQ
VXSSOLHUV LQ HDFK FDWHJRU\ DQG FDUULHG RXW/ HPJU B {WHUG LAV W RVKRXWEHS O\ FKDLQ VXVWDLQ
IXUWKHU LQIRUPDWLRQ IURP SODWIRUPV LQFOXG GHWIFIROMEG XM GBHIG M{KH UHVSRQVLEOH VXSSO\
DQG ORRG\DV LQGLFHVY WR VXSSRUW RXU DVVHSNWPHMOMODELOLW\ VWDWHPHQW

,Q UHVSHFW RI PLWLJDWLQJ PRGHUQ VODYHU\ $ WK HRMR XSHKDM. FRFXYEGVDUJHW V
RQ WKH IROORZLQJ DUHDV JURXQG KDQGOLQJ, s*FDWhHEMAR QW WRIBPYGY PLWLIDWLQJ QHIDWLYH
KRWHOV RQ ERDUG SURGXFWV DLUFUDIW DQGXHDIVYRXYD EXHHOZ FWONIDQILPRQGLWLRQV LQ WKH YI

DJHQF\ ZRUNIRUFH OR\DOW\ FDOO FHQWUHYV D%G , 7 VHUYLFHV
K&ROODERUDWLQJ ZLWK WKLUG SDUW\ RUJDQLVL

,QGHSHQGHQW VXSSOLHU VXVWDLQDELOLW\ DVVIMHLVZRHUMW U HQIJDJHPHQW DQG KXPDQ ULJKWV L
:KHUH WKH DIRUHPHQWLRQHG IUDPHZRUN VWLO® )SW KN HQWLM P Q@ QCKHUIHQWLHV

ULVN LQ RXU YDOXH FKDLQ DQ LQGHSHQGHQWKWRFFQMHAH YNV W R LLADELIOZ M)\ DFFHVVLEOH FKDC
DVVHVVPHQW LV FRQGXFWHG YLD (FR9DGLV DQ (& RDERBLVD RVUHHT BIQYD WHROMQVXULQJ UHPHGLDWLR
(6% DXGLWYV LPSDFWV LGHQWLILHG 7KH *URXS PDLQWDLQV |

.Q ,$* 7TUDQVIRUP REWDLQHG [IQ’GD)(Q;D_@/\VF%;PHFKDQLVP

GRZQbIURPDXGLWYV REWDLQHG LQ 7KH DXG \é/(j ﬂ::gﬁ{?u'\' %R VWUH%JEVSVHDQUXVHKV\'?HGU%éz%\éé
ZHUHbDQDO\VHG DQG UHPHGLDO DFWLRQV ZHUHZ gw%é' W %%INQ'I\?DUHDV LOGXVWULHY
DQG HVFDODWHG ZLWK LGHQWLILHG VXSSOLHUV 2L H TR SR EW RY

*URXS BURFXUHPHQW 9LRODWLRQ RI KXPDQ ULJKWV VWDQGDUGV ZL

(FRO9DGLV 2XU DSSURDFK DQG SROLFLHV

,$* KDV SDUWQHUHG ZLWK (FR9DGLV WR SURYLGH." %\)S( BEWRAWE P 'q_l HWR DGGUHVV KXI
UDWLQJV DFURVV IRXU NH\ WKHPHV HQYLURQF é& Q\)< DQG KXPDQ WUDIIL
ULJKWVY HWKLFV DQG VXVWDLQDEOH SURFXUHB Vv \ FK RXODG OHDG WR VLJQLILFD

WDWLRQDO FRQVHTXHQFHV 6XFK YLRODWLE
$00 VXSSOLHUV WKHbYLFWLP DQG WKHLU IDPLOLHYV DQG FRXOG D
7KH WRWDO QXPEHU RI VFRUHFDUGY UHFHLYHGHRDOWLHW FRPSOLDQFH FKDOOHQJHV VRFLDO
21bWKHVH ZHUH UHDVVHVVHG ODVW \HDU DQGQW HRW WKSHPLRFEW RQIEGGDPDIH WR ,$*DV UHSXWD

WKHLU VFRUHV ZLWK DQ DYHUDJH LQFUHDVH |%‘(H ng\R(VI\_IMGL%B\{\JIWWLFLhGH RI FRQGXFW H[SUHVV
(FRODGLV RYHUDOO VFRUH XVHbRI FKLOG ODERXU DQG DQ\ IRUP RI VODYH E

.H\ VXSSOLHUV LQYROXQWDU\ SULVRQ ODERXU DQG KXPDQ WUD
,Q ZH LPSOHPHQWHG D QHZ VWUDWHIJI\ IRFX¥LOORR)LPSOH\PHQWHG D VWDQGDORQH KXPDQ |
VXSSOLHUV A WKRVH UHSUHVHQWLQJ WKH KLJKHVW W@RQ&VH G & RIHUBWIVAMYIBI FRGH RI FRQGXFW
FULWLFDOLW\ 'XULQJ WKH UHSRUWLQJ \HDU ZARGHFRILFRGGXHFWHQ QHZ
T e ik s o v o SR AL R S pag wouaHwy

) QDG FGHQFH RI KXPDQ ULJKWV Y
7KURXJK WKH XVH RI (FR9DGLV VXSSOLHUV ZKWKHbYXSIRUPEKIFIHQ IRU H[DPSOH IURP H[WHUQD
IDOOVbEHORZ WKH DFFHSWHG WKUHVKROG RXY WQHLISBXOLWDNVQDBLOLWYKFKHFXGYWE8 DQG
DVVHVVPHQW UHFHLYH D UHTXHVW WR FRPSOHMNH BHRRVWRHQWE WO YKXBPWLRIQKWY YLRODWLRQV DL
30DQ &$3 DFWLRQV WKDW ZH DUH WUDFNLQJ WR UHVROXW|

,$* FROODERUDWHY ZLWK LWV NH\ VXSSOLHUV ZQ GHFEXYVLQJIDEXDBYGHW IHVYSRUW YLD 6('(; ,$* O
DQG SURYLGLQJ WDUJHWHG VXSSRUW DQG VSHFOQUR WHFAMWMIRON UM RHOQKIBQ@HRK) LWV RZQ DXGLW W
SHUIRUPDQFH 7KH ,$* 7TUDQVIRUP VXSSO\ FKD V@ HWXMWD WREHIFOD®WE VHYHULW\ 7KH LQGHSHQGF
SURJUDPPH FRQWLQXHVY WR SULRULWLVH HQJDDHPHIOGY FRAWKHRWUYH DFWLRQV ZLWK WDUJHW GI
NH\bVXSSOLHUV 8QWLO WKLV GDWH ,$* WUDFNV SURJUHVV RQ WK

$Q\bDFWLRQV WKDW JR EH\RQG WKH DJUHHG GDW

DVbRYHUGXH DQG ,$* UHDFKHV RXW WR WKHVH \

DODWH RXU FRQFHUQV 7KLV ZRUN LV SHUIRL
,$7% 6 XVWDLQDEOH 3URFXUHPHQW 3URJUD€I¥%$.L% HG SURFXUHPHQW OHDGV DQG ,$* 7UD

,Q ,$* 7UDQVIRUP %ULWLVK $LUZD\V DQG, EHBLOIERUNKE

ZLWK ,$7%$ DQG RWKHU LQGXVWU\ SDUWQHUV LQ D SLORW SURJUDPPH

WR GHYHORS WKH ILUVW DYLDWLRQ VHFWRU ¥UBIBHUIQF WXV WIDUQDB@HKXPDQ WUDIILFNLQJ
SURFXUHPHQW FHUWLILFDWLRQ +XPDQ WUDIILFNLQJ LV D SDUWLFXODU ULVN LQ \
5HSUHVHQWDWLYHV IURP %ULWLVK $LUZD\V Qé R W QYD,OEHFFKDLQV 'HW\"\QUVSSFY%T(L\JNV\L;L%S\SLL:
7UDQVIRUP SDUWLFLSDWHG LQ WKH SLORW W QQ% gﬂg\&g 9@%@?@%.4@

DQOG LGHQWLI\ OHDUQLQJV WR DOLJQ WKH ,$* U [ VLS

FKDLQ VXVWDLQDELOLW\ SURJUDPPH WR WKH, ¥ WDXQIERUMNW W K H ,$7% UHVROXWLRQ GHQRX(
UHTXLUHPHQWYV 7KHVH HIIRUWV ZHUH IRUP D GQ)DUHFRLQUVBGCDWKMKK $2 *XLGHOLQHYV IRU 5HS
ODXQFK RI WKH FHUWLILFDWLRQ SURFHVV GXUQEIHWKRIQV EN)TBLIKW DQG &DELQ &UHZ ,$* KDV |
'RUOG 6XVWDLQDELOLW\ 6\PSRVLXP LQ +RQJ VRRWKS*,&$2 $G +RF :RUNLQJ *URXS RQ &RPEDWV
UHFHLYHG D WKDQN \RX SODTXH IURP ,$7% IR W)&RGSSD RRIDNUH: EX ¥8 8 RED LOMODMRODOMIOMOGXAN



6RFLDO 3HRSOH DQG FRIRVISGIXH @\

UHJXODWRU\ JURXS ZKLFK KDV OHG WR WKH *X$‘GHIOO @ HW IIRMV XLQJ PRUH FRUUHFWLYH DFWLRQ

&RPEDWWLQJ 7UDIILFNLQJ LQ 3HUVRQV LQ WKH/IASRZWNUDWRDVEKEFELYHG LQ DV QHFHVVDU
&KDLQ &LU WKDW ZHUH DSSURYHG E\ WKH P&HZ KIRHGR@WMX IRU REWDLQLQJ DQG VFKHGXOLQJ
$VVHPEO\ LQ RIbDLWVbVXSSOLHUV XVLQJ FRXQWU\ DQG FDWHIR

/$* ZLOO WDNH VZLIW DQG UREXVW DFWLRQ LI DY HAGRGERWHRYRARY KK ULVN VXSSOLAUY

WRbVODYHU\ RU KXPDQ WUDIILFNLQJ LQ RXU EXWRHYVWXE\S QQFWEHQWUHDWPHQW RI DQG RS
LVbLGHQWLILHG 2SHUDWLQJ DLUOLQHV WUDLQ NWDd! WRINHERJQLVH DQG

UHVSRQG WR WKH VLJQV RI SRWHQWLDO KXPDQ WUBRSHFNLRR ¥ o\WXDVWILRQ Vv

DQG SURYLGH SURFHGXUHV IRU UHSRUWLQJ ZKHUH\DRAFDMAWHG WR SURPRWLQJ IDLU WUHDWP

DUHbVXVSHFWHG LQbLWYV VXSSO\ FKDLQ 7KH WKLUG SDUW\ FRGH F
,Q VXVSHFWHG LQFLGHQWYV RI WUDIILFNLYEP 2RBUYHYR UMW UH QRQ GLVFULPLQDWLRQ |
E\bRXU HPSOR\HHV $00 VXVSHFWHG LQFLGHQWIYGHUH BREWURY SLYHUVLWY LQ WKHLU HPSOR\
WRbWKHbUHOHYDQW DXWKRULWLHYV 6XSSOLHUV PXVW FRPSO\ ZLWK DOO DSSOLFDEOF
$FWLRQV PHWULFV DQG WDUJHWYV UHJXODWLRQV LQFOXGLQJ WKRVH UHODWHG WR

,$* KDV GHYHORSHG VHYHUDO ZRUNVWUHDPV WK EP'OLRYWUHRYPHRYS bV

XQGHUVWDQGLQJ DQG LGHQWLILFDWLRQ RI SR¥WHQWIRO KXRRQ FWLBKW VWD UJIHW Vv

YLRODWLRQV LQ WKH YDOXH FKDLQ LQFOXGLQH{HDFWLEBRQ¥UMRDWARE LHYM WKIHPHZRUN WR DVVHV
SRWHQWLDO LPSDFWV RI PRGHUQ VODYHU\ DQ&JX ARG WRRKYFNLPEY GHILQHG E\ WKH *URXS 7
DVbGHVFULEHG DERYH ORGHUQ 60DYHU\ $FW FRPSOLDQFH FRQIRUPDQF

,$* UHIUHVKHG LWV PRGHUQ VODYHU\ DQG KXPHOPWUH} N EEKEHP sSKROLFEILQG LWD C)L[ LWD DQG

LQ IROORZLQJ WKH XSGDWH RI WKH ORGHURXXAOBYPHYRHAUPMMWBMVHVVPHQW FRQVLVWYV RI SUF
LQb 7KH ,$* VODYHU\ DQG KXPDQ WUDIILFNLQHYWPRFPHIQN MWR VXSSOLHUV KROGLQJ LQ St
DYDLODEOH RQ WKH ,$* ZHEVLWH DQG FRPSOLKY ZRNP VHF WIWRX FwW SPHI GREXPHQW DQDO\VLYV

Rl WKH 8. ORGHUQ 60DYHU\ $FW DQG 6HFWAHFRQHEDWFGVLDRELWY DQG SXEOLFO\ DYDLODEO!
WKH JLIJIKWLQJ $JDLQVW )RUFHG /DERXU DQG &{hQ & BFERXVYVIPY EWS FOVXPPDU\ UHSRUW LV SURG
&KDLQV $FW DQG UHOHYDQW OHJLVODWLR QK@ gaPXPs@R PR VRFLDO SHUIRUPDQFH DQG LQ
$XVWUDOLD DFWLRQV DUH UHTXLUHG

;$* DOVR RITHUV WUDLQLQJ WR LWV HPSOR\HHW\P QB UW JKI W/N PREWPERRXV LPSURYHPHQW SU
WR KHOS WKHP UHFRJQLVH VLJQV RI KXPDQ WURBFNRQWPRFHRWKEY GHYHORSHG IRU LGHQWL
KXPDQ ULJKWV YLRODWLRQV 7KH WUDLQLQJ LRkPXPHORBOENBE UKSHPRIGHU RQ ERDUGLQJ ZLWHK
UHSRUWLQJ SURFHVVHV TXHVWLRQQDLUHV LQFUHDVLQJ DZDUHQHVV FDP

DQG VKDULQJ EHVW SUDFWLFHV DFURVV WKH LQ¢

OHWULF YO\
7TRWDO QXPEHU RI (FR9DGLV VXVWDLQDELOLW\ DVVHVVPHQWYV
$YHUDJH RYHUDOO (FR9DGLV VFRUH RI ,$*DV VXSSOLHUV

7TRWDO QXPEHU RI NH\ VXSSOLHUV LGHQWLILHG A QD
7TRWDO QXPEHU RI NH\ VXSSOLHUV ZLWK DQ (FR9DGLV VFRUHFDUG A QD
$YHUDJH RYHUDOO (FR9DGLV VFRUH RI ,$*DV NH\ VXSSOLHUV A QD

&ULWLFDO VXSSOLHUV XQGHU UHJXODU ILQDQFLDO ULVN PRQLWRULQJ
,QGHSHQGHQW (6* DXGLWV UHFHLYHG WKURXJK 6('(;

JRU PRUH LQIRUPDWLRQ UHJDUGLQJ RXU HQJDJHPHQW ZLWK VXSSO\ FKDLQ VWDNHKROGHUV RQ
PDWHULDOLW\ DVVHVVPHQW SOHDVH UHIHU WR WKH 6WDNHKROGHU HQJDJHPHQW VHFWLRQ RI



(656 6 &RQVXPHUV DQG HQG XVHUYV

6%0 ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHY DQG WKHLU LQWHUD
,PSDFW ULVN

7TRSLF 1DPH RUDRSSRUWXQIHVFULSWLRQ IRFDWLRQ
&XVWRPHU &RQQHFWLQJ SHRSO JRVWHULQJ JOREDO LQWHUDFWLRQV EHWZHHQ SHRZQNWWHEXVILRHVVHY DQG F
H[SHULHQFH EXVLQHVVHYV DQG F WULHV ZRUOGZLGH %\ FRQQHFWLQJ GLYHUVH GHVWLQDWLRQV DFURVV QXPHURXV

FRXQWULHV SDVVHQJHU DQG FDUJR DLUOLQHY FRQWULEXWH WR HFRQRPLF
FXOWXUDO H[FKDQJH DQG LQWHUQDWLRQDO FRRSHUDWLRQ

(QKDQFHG FXVWRPHD 1HZ SURGXFW DQG VHUYLFH GHYHORSPHQWYV JHQHRDQWWD IRV LWLYH LPSDI
H[SHULHQFH WKURX QHZ RQbFXVWRPHU H[SHULHQFH OHDGLQJ WR JUHDWHU FXVWRPHU DWWUDFWLF

SURGXFWV DQG LQYHVWPHQWYV VDWLVIDFWLRQ
(QKDQFHG FXVWRPH” /R\ADOW\ SURJUDPPHV HQKDQFH FXVWRPHU VDWLVIREQNL'WQHDPRIIHULQJ
H[SHULHQFH WKURX OR\DOW\ SHUVRQDOLVHG UHZDUGY DQG XQLTXH H[SHULHQFHV ZKLFK LQ WXUQ
SURJUDPPHV VWUHQJWKHQV WKHLU OR\DOW\ WR WKH EUDQG DQG IRVWHUV D PRUH VROL
HQGXULQJ UHODWLRQVKLS

,QIRUPHG FXVWRPH *LYLQJ FXVWRPHUV DFFHVV WR PRUH LQIRUPDWLRRZIQQ/W WF®DIHADUHU ZD\ DOO
GHFLVLRQV WKHP WR PDNH PRUH FRQILGHQW GHFLVLRQV

© 3RVLWLYH LPSDFW

2YHUYLHZ $SSURDFK DQG SROLFLHV

,$*DV GRXEOH PDWHULDOLW\ DVVHVVPHQW IRFXXW & XRQVRRH FKDWRPHHULQMWUDO WR WKH VXFFHVV
LQFOXGLQJ UHFUHDWLRQDO DQG EXVLQHVV SDWRRIRMH XW FRIUSIRWIDDNHRU RXU HWHQVLYH QHWZ
FXVWRPHUV ITUHLJKW FXVWRPHUV DQG FXVWRPKWGW ZKRDXYHDWHKH\ WUXVW RXU EUDQGV :H IO\ |
ZLWKb*URXS DLUOLQHV WKURXJK SDUWLFLSDWRERQW.LQRWEWNVNU TKRIRR®IK\ RXU ZLGH UDQJH RI SDUYV
SURJUDPPHV $00 FXVWRPHUV ZKR HQJDJH ZLWKV WONVHEYVREKFMYW IURP DQ HYHQ ODUJHU JOR
DQG VHUYLFHVY DUH FRYHUHG E\ WKH SRVLWLYRARRWS FRXPWWIHMDQLWKH ZRUOG 2XU FRPPLWPFL
WRSLFV LGHQWLILHG RXWOLQHG XQGHU 6%0 LOVERNMEH BMOHW WROWKRU RXU FXVWRPHUV LQ WK
6WDNHKROGHU (QJDJHPHQW DQG 6WUDWHJILF W-N:WV\LERLQQ\/DELW_WIL\VWDGDYDLODEOH RQ WKH ,$

5HSRUW IRU PRUH GHWDLOV UHJDUGLQJ WKH H JD%? WLDWLY&MVVHV 566 ERXOWL
HPSOR\HG WR DGGUHVV WKH PDWHULDO LPSDFY WQﬁ_ <fDﬁL% Q Q
WRBRXU EXVWRPHUV ZRUNSURYLGHV SSRUWXQLWLHV IRU S

WR FRQQHFW 7KLV LV LPSRUWDQW IRU ,$*DV SHI
$FURVV WKH *URXS LQLWLDWLYHV WR PDQDJHKW K HDP 5 RNHLUN IDYOH LIPFSO-FYW RQ WKH HFRQRPLHV LQ
LGHQWLILHG DERYH DUH LPSOHPHQWHG DQG PHWIDIWGRE) BMRKRVIWM KERQYRPLHY VXSSRUWV MREV
RSHUDWLQJ FRPSDQLHV IRU WKH EHQHILW RI WKHBDLWY V¥ XI\OWREP BOY

,QLWLDWLYHV WKDW FRQFHUQ FXVWRPHU HQJDJHPRHOMN. RD HQNMRRIQEP HHHWDOLRQV
VVXHV LQFOXGLQJ HPLVVLRQ UHGXFWLRQV DUHDLHSWEVEHIA LIQAHRXWKHY,BDOHG FXVWRPHU SUF
66* DQG WKH (QYLURQPHQW DQG &RUSRUDWH FH\SFRRIWIRELIR. WA ZRUOG FODVV EUDQGY WDUJHW
&RPPLWWHH DV UHTXLUHG 7KH ,$* &(2 KROGV XQWHhPPWIiH®ERRYQWHE IRCAAMDWVLRQV 'HOLYHULQJ R.
IRU WKH GD\ WR GD\ RSHUDWLRQV RI WKH *URXYSHQERBEH@WREODO OHYHOV RI WKH EXVLQHVV |
WUDQVIRUPDWLRQ SODQ WR GHOLYHU EHWWHW?X)/WRPBU Q[ PHWINHFISRVLWLRQ
7TKLVDLQFOXGHYV D FXVWRPHU VDWLVIDFWLRQ UHODWHG PD

\%kML\Q{\b%XVWRPHUV DFFHVV WR PRU

LQFHQWLYH DV VHW E\ WKH %RDUG DW WKH EHOR
IROORZLQJ D UHFRPPHQGDWLRQ E\ WKH 5HPXQR} Q V WKHP WR PDNH PRUH FR
W[,@pfs HiR§ W,I&Lj/DIXgﬁOXGHV SURYLGLQJ FXVWI

7KH .3, IRU WKLV LQFHQWLYH LV PHDVXUHG XVL
WKH OR\DOW\ DQG H[SHULHQFH RI WKH *URXSDWRXVIFHRPRY WRSBRERBYVW) SWRIUDPPH RI HDFK F
W LV FDOFXODWHG EDVHG RQ VXUYH\ UHVSRQ¥M VWKW kHHO! NS GDWLQJ LWV HIIRUWV W
WRbUHFRPPHQG E\ VXEWUDFWLQJ WKH SHUF H QW [P R Q¥ WMMPNEY WV FRPPLWPHQW WR VXVWI
ZKR DUH CGHWUDFWRUVD IURP WKH SHUFHQWDH®YR P RRVWR PPy UAMSRQVLELOLWY WR FXVWRPH
DUEBSURPRWHUVD ,$* XVHV WKLV .3, WR UHIOHFWERPRRPRU ERREH DR RDMRI WKLY VWDNHKROGHU

DQG RWKHU IHHGEDFN LQ LWV DQDO\VLV 30Hd#HﬂHﬂH9 W GHFLVLRQV LQFOXGL

®
RIBWKH 5HPXQHUDWLRQ &RPPLWWHH IRU PRUHY RRR Y B DWW VRMPLQDELOLWY SURJUDPPH

$) FRC
LWLV
ZLWK
IRU L
YLRV |

SXUF
HPSRZ
H FKRI
GLQJ
H *UR




6RFLDO 3HRSOH DQG FRIRVISGIXH @\

(QKDQFHG FXVWRPHU H[SHULHQFH WKURXJK QAR KDRGOHNVFXVWRPHU FRPSODLQWYV ,$* DLUOLQ
DQGbLQYHVWPHQWYV FXVWRPHU UHODWLRQV WHDPV ZKR DUH VSHFLDC
,QYHVWLQJ LQ SURGXFW HQKDQFHPHQWYV WR HQFHOOWRW FXVWRPHU VHUYLFH DQG UHVROYH L
H[SHULHQFH DOLJQV ZLWK WKH EUDQG SURSRWWWDHYDP WLUWRAWBRXBDQQHU 7KURXJK WKHLU F
DLUOLQHV DQG IRVWHUV JUHDWHU FXVWRPHU DAWWDUIIOW QRIY D/AWMLYHOFWIUEN DQG PRQLWRU U
DQGbOR\DOW\ DPRQJ SDVVHQJHUV (DFK DLU O LFRP S\DDIORWY XMUDMHPHWULFV ZKLFK LQFOXGH W
HQKDQFHPHQWY WR PHHW VSHFLILF FXVWRPHUFBRSIGNL QRUEM[IDPBEOHFHLYHG DQG WKH ILUVW FR
WKH *URXSDV DLUOLQHV KDYH FDWHUHG WRbVERFNIMRGUKW BEYY WRPIHURYFMKH QXPEHU RI FDV
VXFK DV YHJDQ PHQXV GHPRQVWUDWLQJ RXU ERPRLWPRFFHW VIXOO\ FORVHG

WRbDFFRPPRGDWLQJ RXU FXVWRPHU QHHGV D%%&yé—t‘l%lﬂUBEB\I{iV DOVR SURYLGH IDFLOLWLHYV IF

(QKDQFHG FXVWRPHU H[SHULHQFH WKURXJK ORMBBMI BURIWY PMWRIVWODLP FRPSHQVDWLRQ XQGHL
7KH *URXSDV DLUOLQHY UHFRJQLVH RXU PRVWIRRADO FXWRWWKHUMBREHDQ 3DUOLDPHQW DQG R
RIITHU OR\DOW\ SURJUDPPHV WR HQDEOH FXVWRPHUMBEFRXBPOUQ UHYWPEWLVKLQJ FRPPRQ UXOHV
RQ D EURDG UDQJH RI LWHPV ZKHQ 10\LQJ ZLWR&EX DWW Q@KHDWR SDVVHQJIHUV LQ WKH HYHQ
SDUWQHUV 'RLQJ VR FUHDWHY YDOXH IRU ERWKD ZE& RO ¢ RYXHOG/MRIPRQWRU ORQJ GHOD\ RI IOLJK!
DQG EXLOGY WKLV UHODWLRQVKLS ,$* /R\DOWD @B IoW Iz OPHFrEHUEO/K WR XVH WKH ,$* DLUOLQHYV
$YLRV EDVHG OR\DOW\ SURJUDPPHV WR FROOH¥XEBQW PPV IBYLARWDQFLDO FRPSHQVDWLRQ
OHPEHUV FDQ XQORFN UHZDUGV E\ UHGHHPLQILRFILFIBHRNVIORIKXKWWKHU RXW RI SRFEFNHW H[SHQVI
KRWHOV DQG DGGLWLRQDO SURGXFWYV DVVHVVHG DQG UHVROYHG E\ ,$*DV FXVWRPHU Ul

$FWLRQV PHWULFV DQG WDUJHWYV *URXS DLUOLQHV PHDVXUH FXVWRPHU IHHGEDFN

$FWLRQV WDNHQ LQ DGGLWLRQ WR WKRVH SUR¢EEGNERWHWIMReMUBWRH FX¥FYLQHVY SULRULWLHYV
VHFWLRQ Rl WKH $QQXDO 5HSRUW LQFOXGH SODQQLQJ VWDJH DQGbSULRULWLVH LQWHUQDO L

VDWLVIDFWLRQ LPSURYHPHQWY 7KH 136 IHHGED
&RQQHFWLQJ SHRSOH EXVLQHVVHV DQG FRXQWWVHYHVV SULRULWLHY GXULQJ WKH EXVLQHVV &
,$* FRPPLVVLRQHG D VWXG\ ZLWK FRQVXOWDQWNQ@MEH.XB,V DVVHVV RXU HIILFLHQF\ HIIHFWLYHQ
WRbDQDO\VH ,$*DV HFRQRPLF LPSDFW DFURVV XKW RPBQE BWHUDFWLRQV &6%$7 HQIJDJHPHQW U

7TKHbVWXG\ WRRN DV WKH UHIHUHQFH SHULRGHRV. MGFAH RV WHIXRRXFKSRLQWY LQ WKHLU FX
\HDU RI 10\LQJ EHIRUH WKH SDQGHPLF 3Z& IRXQG WKDW ,$* VXSSRUW

v
PRUH WKDQ MREV LQ WKH UHJLRQ GLUHFW%BYhOEBHRW G PWoKXPDQ ULJKWV LQYROYLQJ F
FROQWULEXWLQJ QHDUO\ Q ELOOLRQ WR WKH DY QRRHUBSRYWEG IRU

,$* YLHZV ZRUN H[SHULHQFH DV D YDOXDEOH ZOHWULF WDUJHW

ORFDO HPSOR\PHQW E\ HQJDJLQJ \RXQJ SHRSOH, ZLWK ,$*DV

RSHUDWLQJ FRPSDQLHV DQG SODWIRUP EXVLQW’
VNLOOV DQG SUHSDULQJ WKHP IRU SRWHQWLDO EDUHHUV_ 0DQ\ RIbRXU

RSHUDWLQJ FRPSDQLHV RIIHU SURJUDPPHV DQDQEGB[)%\R’T V\/FB(W»-Y%/QQ\FV"K'%VWSHULHQFH WKURXJK QHZ

VXSSRUW WKLV DLP LQYHVWPHQWYV
7KH *URXSDV RSHUDWLQJ FRPSDQLHV FRQWLQXH

,QIRUPLQJ FXVWRPHU GHFLVLRQV SURGXFWV WR LPSURYH WKH FXVWRPHU H[SHULH
,$* DLPV WR SURYLGH FOHDU FRPPXQLFDWLRQ LRY® NH\ X VRDIOQDEHQKWRFHG WKH $YLRV DSS ZL
LVVXHV VXFK DV HPLVVLRQV UHGXFWLRQV WKURKDW WKB SSAXWORBAUYWDVLO\ ILQG $YLRV UHG
RI HPLVVLRQV GDVKERDUGY DQG WKH H[SDQVLRRURWRKRPE SUHABWURG URXWHV DQG VHW SHUVR
FKDQQHOV 7KLV LQFOXGHV SXEOLFDWLRQ Rl WXNALDL ®DIERV HWUQHORYU WV
DWb*URXS OHYHO DQG E\ VRPH RI RXU DLUOLQHYV *URXS DLUOLQHV DOVR

SURYLGH FXVWRPHUV ZLWK LQIRUPDWLRQ RQ WKRY U BHEGUR M F & WKRE R Y\ o ERFNUOLR @) KW REHG

WKHP GXULQJ WKHLU MRXUQH\ WKURXJK VHUYRRHARYWER WL, GHYLYRHG WR SURPRWH FROODI

$LUZD\VD C&XVWRPHU &RPPLWPHQWD ,EHULDE\BV%%VPWFFF?ﬁDVﬁ’YB\/PPHHLbL\(NWR ZRUN WRJHWKHU WR

$HU /LQJIXVDV H[SHULHQFH DQG VXSSRUW ZHE55|§3H7/K'§>I<JH|$§|§ BpWKLV LQLWLDWLYH LV WR PDNH
X

C+HOSIXO LQIRD DQG /(9(/DV KHOS FHQWUH zZHESD)®L W VHFWRUV WR SDUWLFLSDWH 1Q
OCQN WKH XVH RI 6$) WR D SRUWLRQ RI WKH HPL

7KURXJK WKHVH FKDQQHOV DORQJ ZLWK RQ ERIKWE P BXVL@HWY WUDYHO DQG IUHLJKW WUDQVS

DQGbDLUSRUW ORXQJH LQIRUPDWLRQ GHVNV WKH *URXSDV RIITHU

FXVWRPHUV WKH RSSRUWXQLW\ WR OHDUQ PRUHKERYW XY ¥ Hlp HULHQFH WKURXJK ORI\L
x PR SHULHQFHG VLIQLILFDQW JU

DQG VXVWDLQDELOLW\ SURJUDPPH *URXS DLU(ﬂ_gHV’
WRbRIIHU FXVWRPHUV WKH RSSRUWXQLW\ WR FRYW B PEXWERWER ZLWK LWV SURJUDPPHV

FOLPDWH SURMHFWV LQFOXGLQJ FDUERQ UHPRYD%R/UIB'@GY %,! 9%@ UHBRHAMEKDQ LQ 7KLV JU
FRPPXQLW\ SURMHFWV ZDV GULYHQ E\ YDULRXV HQKDQFHPHQWYV WR WKI

OR\DOW\ SURJUDPPHYV

T

8VLQJ FXVWRPHU IHHGEDFN

,$* DLUOLQH FXVWRPHUV DUH DEOH WR SURYLGY AHERDEN %QMFHBSB(SVG QHZ ZD\V WR HDUQ
RI FRPSODLQWYV LQ PXOWLSOH zD\V LQFOXGLQJI9URI-)FURWWPREFHehERFEIUY RI WKH %ULWLYV
E\ PDLO RU E\ SKRQLQJ FXVWRPHU FRQWDFW FH HRYRWVLHY SRLQWV DQG $YLRV E\ FRQ!
RIBFXVWRPHU FRPSODLQWY UHFHLYHG YDU\ vLYDTREPDWDY WA WL W\ SR RBEFRQ ([SUHVV FUHGLW
UHODWH WR GHOD\V DQG FDQFHOODWLRQV EDBYEYH-V RW@\%E%LL%?HHSDFNDJH $GGLWLRC
ERRNLQJV DQG UHVHUYDWLRQV ODXQFKHG WRH $YLRV 6KRS LQ 6HSWMRE HAKRSD C

SODWIRUP ZKHUH PHPEHUV FDHY HDWGED § BXRNF RV H



*RYHUQDQFH

© " RYHUQDOQFH

(656* %XVLQHVV FRQGXFW
6% 0 ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHY DQG WKHLU LQWHU

,PSDFW ULVN
7TRSLF 1DPH RUDRSSRUWXQEWLSWLRQ IRFDWLRQ

® %XVLQHVV FRQGXFW
(WKLFDO EXVIBQHRWHFWLRQ RI ZKLVW EORZHUV ,I ZKLVWOHEORZHUY DUH VDIHIJXDUGHG IURP UHWDOLDWRRWOWHIRBP D\®EYV DUF

DQG UHJXODWRU\ FRPH IRUZDUG ZLWK UHSRUWYV RI XQHWKLFDO RU LOOHJRGECE RSB YIDRKUIR QOH D C
FRPSOLDQFH GHWHFWLRQ DQG SUHYHQWLRQ RI FRUSRUDWH PLVFRQGXFW
5HVSRQVLEOH$VVXUDQFH RI HWKLFD UDFWLFHV([WHUQDO DXGLWV HQWDLO UHYLHZLQJ ODERXU FRQGLWEARWWUMH®® HQYLURQP
VXSSO\ FKDLQRIbVXSSOLHUV ZKLFK HQVXUHV WKDW VXSSOLHUV RSHUDWH HWKLFDOO\ DQG UHVSRQVLEO\

&RUSRUDWH 6XVWDLQDELOLW\ HPEH HG LQWR 7KH LQWHJUDWLRQ RI VXVWDLQDELOLW\ SUDFWLFHV WD2AZHWSHU@G'OIRDUV L

JRYHUQDQFH RYHUDOO EXVLQHVV V WHJ\ RYHUDOO EXVLQHVV IUDPHZRUN VLIJQDOV D FRPPLWPHQW WR ORQJ WHUP YDC
DQG UHVSRQVLEOH EXVLQHVV SUDFWLFHV DOLJQLQJ JRYHUQDQFH VWUXFWX
VXVWDLQDELOLW\ JRDOV

BURYLVLRQ RI LQWHUQD@RVXVWDLQDEKEBLMMWDEOLVKPHQW RI LQWHUQDO JRYHUQDQFH ERGLHNZ QLRSHUDWKRQPRP S

JRYHUQDQFH ERGLHV DQG HQVXUH FRPSOLDQFH ZLWK UHJXODWRU\ UHTXLUHPHQWYV SRVLWLYHO\ L
FRPSDQ\ E\ HQKDQFLQJ RYHUVLJKW DFFRXQWDELOLW\ DQG ULVN PDQDJHPHQ
WRbVXVWDLQDELOLW\ LVVXHV

JLQDQFLDO PDQDJHPHQ QFHQWLYH$* DOLJQV VXVWDLQDELOLW\ JRDOV ZLWK ILQDQFLDO P2Q@Q JRIPHQMNVIBNQW |
OLQNHG WR FDUERQ HIINS HQF\ LQQRYDWLRQ DQG LQYHVWPHQW LQ HQYLURQPHQWDOO\ IULHQGO\ SUDFWLFH

© 3RVLWLYH LPE)FWHIDWLYH LPSDFW

& = %XVLQHVV FRQGXFW SROLFLHV DQG FPWOSROBHMNGHBX DWXIWHVW D JOREDO H[WHUQDO IUL
$W ,$* RXU FRUH SULQFLSOHV LQFOXGH IDLU ®¢I® GHHEYBOLW YXSWRHYWHDFK RSHUDWLQJ FRPSD
QRQ GLVFULPLQDWLRQ IDLUQHVYV DQG UHVSHPMHDIRRYV WP LG HQWKWWKHPHY DQG LQFRUSRUDWH
7KHVH DUH FHQWUDO WR RXU ,$* &RGH RI &RQGKHRWOHRKIBR@SSOLHYV

WRbDOO HPSOR\HHV DQG GLUHFWRUV DFURVV *UR X v

KDYH DFFHVV WRbFRPSUHKHQVLYH WUDLQLQJ o %E{ 5 H;VVFDUU\R';XHVL\J’DZV\'?LUQ'\‘J'RFURFPH‘
RSSRUWXQLWLHY HQVXULQJ WKH\ DUH ZHOO Y. i ‘ID-I \é/\@%% 2§EE§DGHUV i
VXFK DV WKH FRGHbRI FRQGXFW DQG FRPSOLDQ AL TR T s me s U
2SHUDWLQJ FRPSDQLHV DUH UHVSRQVLEOH IRU BKHLQHVA® VXEB6QRMOWDYUVXHY DQG OHYHOV RI
HPSOR\HH SROLFLHV DQG SURFHGXUHV LQFOXGIURYDEHSVREKHDMRDUBZDIMEK D EDODQFHG SHUVS

IUDPHZRUNV DOLJQHG WR ORFDO PDUNHWY DQYLURYHWQ &/ R AEERUWHPBURBDGHU GHFLVLRQ PDNL!

FRPSHWLWLYH LQ DWWUDFWLQJ WKH EHVW WD@QSV%L%@%VWM%QW

RIBHPSOR\HH EHQHILWYV DQG UHFRJQLWLRQ VF K'q H

LQWURGXFHG LQ WKH RSHUDWLQJ FRPSDQLHV SO d FRESDOL LY WIVSRQVLEESOH IR €
DQG WDOHQW PDQDJHPHQW ZLWKLQ LWV EXVLQH

)RU VHQLRU OHDGHU UHPXQHUDWLRQ DFURVYV RXWVRERUDWQRHFRD¥DQKHWQHFHVVDU\ VNLOOV W/

ZH KDYH GHOLEHUDWHO\ IRFXVHG RQ YDULDEOH S R P

LQFHQWLYHV DOLJQLQJ OHDGHUVKLS FRPSHQY ﬁ%&%@%;@iﬁgﬁg% Y@(%QFSVLSRUQRSSDOPHPYHHVO?/U

DQG WKH *URXSDV ORQJ WH U PHVKOUYDIMMMD N QR

DbUHVWUDLQHG DSSU R DSAK WERH R PHRXWQLY AR P P L LUHG Wik UX@ PREODERRU FRUSRUDHETH HI5

DV WKH FRGH RI FRQGXFW FRPSOLDQFH ZL

WRBIDLUQHVV DQG FRPSHWLWLYHQHVV ObzV DQWL EULEHU\ DQG FRUUXSWLRQ FRPSOLD
2XU RSHUDWLQJ FRPSDQLHY KDYH IRFXVHG RQWHFROUULMQIDFRBDD OBHRWH¥MW LR Q

EDUJDLQLQJ DJUHHPHQWYV ZLWK XQLRQV WR HQ\% \5? \e{ \CI Y H
DQG VXVWDLQDEOH SD\ A SURYLGLQJ VWDELOL k BLHQ A GE||=|GH C6SHDN 8SD ZK|
FRUQVh LGDWHG C6SHDN 8SD FKDQ

5
FROOHDJXHV LQ FKDOOHQJLQJ WLPHV 7KHVH Dgﬁg Llﬁ{BQ

IRU- RIWKH ZRUNIRUFH DQbLQGHSHQGHQW WKLUG SDUW\ SURYLGHU ZKH
,$* FRPSOLHV ZLWK ,/2 FRQYHQWLRQV 7KHVH APQYHGW@®ROQQ PRMRHUPRXYV DQG FRQILGHQWLDO E
IXQGDPHQWDO SULQFLSOHV DQG ULJKWV DW ZRUWMb DYIDH GRE R DWR/ RFHIFEMILRQRI VWDII DV ZHOO D
WKH HITHFWLYH UHFRJQLWLRQ RI WKH ULJKW WR IRRPOMAVRIQY R E BB IDWRbQBFHVYV LW SXEOLVKHC
WKH HOLPLQDWLRQ RI DOO IRUPV RI IRUFHG RUF®B % KO VIRYUE MXARXGUSDUW\ FRGH Rl FRQGXFW

DQGbWKH HOLPLQDWLRQ RI GLVFULPLQDWLRQ DQFREBFEHBW RRXWSORIWHKQWDO EHKDYLRXU RU R
DQG RFFXSDWLRQ WKH\ DUH HQFRXUDJHG WR ILUVW VSHDN ZLWK W

,$* RSHUDWLQJ FRPSDQLHV KDYH HIIHFWLYH Gng § Y R'J’\%@( %JLDH%V&SSSOHLQDFQRFXHUSEJHEXSV%%FS,;
HPSORVWRHWXPY DQG WKURXJK WUDGH XQLRQV Z \ ggj/ Q WKH EXVLOHVY 5HJIDUGOHVV
UHFRJQLVHG ,Q DGGLWLRQ WKH ,$* (:& IDFLOLWDW EV D)@(ELLFJ%VEWIRU DO\RQH ZKR ZLVKH\
DQG FRQVXOWDWLRQ EHWZHHQ HPSOR\HHV DQG DQDJ(?-i HQW RQ
WUDQVQDWLRQDO (XURSHDQ PDWWHUV 7KH (:& ,l$0 FIRHGH @ R SR HIQBWDM DYH VW HWDOLDWLRQ DJD
IURP WKH GLITHUHQW (($ FRXQWULHV ,W PHHWRRQRHXNQNURY WRQWXLERMW.QJ WR LQYHVWLIDWLI
WKH \HDU LQGHSHQGHQW C6SHDN 8SD FKDQQHO RU DQ\ RW|
UHOH UWV RU FRQFHUQV UHFHLYHG ZKHWK
(DFK RSHUDWLQJ FRPSDQ\ FRQWLQXHV WR IRFX @@Swﬁﬁs@;n O SR IRUE R RREIU ES R
OLVWHQLQJ WR DQG DFWLQJ RQ FROOHDJIXH IHH Wiy \é/é_gpq,vwg VR 20 WULDOEE B ]

Nk
VSHFLILF LQLWLDWLYHV WR PHDVXUH HPSOR\VHE VOWL WD EWLRQ 1 5 kSR W K H\ DUH DVVHVVHG D

DbWZLFH \HDUO\ 2+, VXUYH\ WR WUDFN RXU WY RQVYINAM P PR & Ip'é_gb FFRUGDQFH ZLWK ,$* C6SHL
FXOWXUH GHYHORSPHQW DQG WR EHQFKPDUN PDQDJH DFWLFHV '

Urg



*RYHUQDRBREBWLQXHG

7TKHbUHSRHUMAYYHG IRU HDFK RSHUDWLQJ FRPSDWRDDRKKHIYDIHGOQHW JHUR HPLVVLRQV E\ DQG
WKH &RPSOWBIQPW DQG DVVLIQHG WR WKH DS S WRDGEMDNH DXIHIRIRMJHG E\ GHOLYHUDEOH SODQV

LQYHVWLIDWLRQ PDLQWDLQLQJ LQGHSHQGHQFH H%SIVQ'\)'l\QLLISU'/VSNoL\fBVg'D%QVQHULQJ ZLWK (FROEL

SURFHVY RIPEXVLQHVY VXVWDLQDELOLW\ UDWLQJV WR DV
7KH FRGH RI FRQGXFW DQG C6SHDN 8SD SROLFALWER@L PHWERRBRWRIQWKDW FRYHUV HQYLURQPH(
SURWHFWLRQV IRU ZKLVWOHEORZHUV WR HQVXUWLHKWIWD VWK GEY IDEXD UXVAMKRLOQDEOH SURFXUHPH
UHSRUW FRQFHUQV LQ JRRG IDLWK DUH SURWHMWHGXIURRPPLHHW DOEDWH®RIOH IRU LPSURYHPHQW)

UH WKHLU VFRUHFDUGY ZLWK FXVWRPHUV DQ

V KD
7KH ,$* $XGLW DQG &RPSOLDQFH &RPPLWWHH URYE Zé/H%ﬁQ%W ZLGHU LQGXVWU\ VXVWDLQDELC
HITHFWLYHQHVY RI WKH HIWHUQDO ZKLVWOHEORZLQJ FK Hg DIQG

LQWHUQDO UHOHYDQW UHSRUWLQJ FKDQQHOV RXFIP® VERXBEDEM/LY VKDUHG ZLWK ,$* 7TUDQVIR
7KLVbDQQXDO UHYLHZ FRQVLGHUV WKH YROXPUH RLHZHSR WRVHEAV X UH WKH VXSSOLHUDV VXVWDL
FDWHJRU\ WLPHOLQHVV RI IROORZ XS SURFH\WW HD0Q0A LG RQWIKE [IS9DW\YLVLRQ DQG VWUDWHJ\
IRUBIROORZ XS HPHUJLQJ WKHPHY DQG OHVVRSHUIRQBDIMFPHLVFRUM LV DVVHVVHG DV OHVV WKD
UDLVHG RI VLJQLILFDQFH WR WKH ILQDQFLDO DW&$BHIPH QW VXRIV WHS XWDWPBQRYHPHQW

RI'WKH *URXS RU RWKHU DUHDV RI FRPSOLDQFH .\ ooy o 6('(: PHPEHU LO 6('(: SURYLGHV

'XULQJ ,$* UHFHLYMHGRUWY WKURXJK LWV LLQQVHIKWE HWWRVKHOS FRPSDQLHYV LPSURYH (6* SHU
C6SHDN 8SD SODWIRUP (DFK UHSRUW ZDV FDUWKHOWKDWE HS\DWHAG HRBAH ROBRQGXFW VXSSOLHUV
UHOHYDQW FDVHV ZHUH LQYHVWLIJDWHG LQGHSIQQGHEHHQW ODEREH WD YBHKXPDQ ULIKWYV SURWRFRC
VXSHUYLVLRQ RIbWKH FRPSOLDQFH RIILFHUV ROHPEHUR SWKDWRQJIJ/ UDGH $XGLW PHWKRGRORJ\
FRPSDQ\ LQ OLQH ZLWK ,$* C6SHDN 8SD SURFHK®GCHMWWDQG LQIRUPDWLRQ DERXW WKH HWKLFD

VXSSOLHUV LQFOXGLQJ DXGLWYV
YO\

,$* TUDQVIRUP KDV HPEHGGHG VXVWDLQDELOLW\

C6SHDN XSD ZKLVWOHEOREls WKHbGD\ WR GD\ RSHUDWLRQ RI WKH RUJDQLVDW

UHSRUWYV

VXVWDLQDELOLW\ WDUJHWV LQbWKH SHUIRUPDQT

5HIHU WR VHFWLRQV C(656 6 2ZQ :RUNIRUFHD 'I§Qb67%?é35v6l%up HPSOR\HHYV

'RUNHUV LQ WKH 9DOXH &KDLQD RI WKLV 6XVWDLQD BILOLW QWIDRH PHEBVGIRWHFWLRQ RI FRUU X
PRUH LQIRUPDWLRQ UHJDUGLQJ WKH ,$* &RGH RIIRBRQSNRWFRQEQG SROLFLHV

C6SHDN 8SD SROLFLHV ,$* DQG LWV RSHUDWLQJ FRPSDQLHV GR QRW WR
. - |§ \ FRUUXSWLRQ 7KLV LV PDGH FOHI
0DQDJIHPHQW RI UHODWLRQVKLSV ZLng 5%5@1(%'06%@@ VXSSRUWLQJ SROLFLHV ZKLFK

SHOHYDQW VWDQGDUGV *5, 5 DOObHPSOR\HHV DQG GLUHFWRUV $Q DQWL EULE

$SSURDFK DQG SROLFLHYV
\ OVR VHW RXW LQ WKH WKLUG SDUW\ FRGH R
7KH ,$* TUDQVIRUP 3URFXUHPHQW WHDP OHDG\|7 ,gPD\YVXé-'SO\ Q

FKDLQbVXVWDLQDELOLW\ SURJUDPPH E\ GHOLYHUKQY L@ IRXDFMHD DPUR®Y ZLGH DQWL EULEHU\ D
ROLF\ 7ZK K ZDV UHIUHVKH L 7KLV GRFX
K6KDULQJ WKH WKLUG SDUW\ FRGH RI FRQGXF\& A X v v G LQ G

Kol O DUGY WKDW DUH H[SHFWHG
K)DFLOLWDWLQJ LQGHSHQGHQW ULVN VFUHHQkMQ&LC%M}gWHBklé 5% \OR\HHV LQFO[XGLQJ o)

DVVHVVPHQWYV IRU EULEQ%}S JLIWV DOG KRVSLWDOLW\ JXLGDQF!

K&RRUGLQDWLQJ FRUSRUDWH VRFLDO UHVSRQ
K(PEHGGLQJ VXVWDLQDELOLW\ DV VWDQGDUG Elgé\’%%hﬁ:%\}‘k FL}G(GLH/%IVTJ(LDI-QS\@\%VFQQV SXEOLF RIILFLDOV DQ

SURFHVV
,$* 7JUDQVIRUP LPSOHPHQWHG D VXVWDLQDELO DM?K o %—IH; 'I‘DQJ JFRPJS'\DN%\HKDD(S/WDLFERUPLSE%LU'D\
ZLWKbUHSUHVHQWDWLRQ E\ ,$* 7TUDQVIRUP 6XVW, @5& v e} PIB§II§LDQFH WHDPV IURP DI
BURFXUHPHQW ,$* 6XVWDLQDELOLW\ DQG ,$* /8, b '?—J:ﬁ 566 R JK ZRUNLQJ JURXSV DQ
GHYHORSV WKH REMHFWLYHV UHODWHG WR WKH-NH\ PER \,; [ Rl .$*DV *URXS +HDC
PRQLWRUV SURJUHVV WKURXJK UHSRUWLQJ RQ § N RN Fogé}é DQ' DQQXDO UHYLHZ
LQ VHFWLRQ (656 6 :RUNHUV LQ WKH 9DOXH &I% R lﬁu WwY¥QJ FRPSDQ\ DQG *URXS OHYHO
6XVWDLQDELOLW\ VWDWHPHQW
8SGDWHV RQ WKH SURJUDPPH DUH IHG LQWR W$FW,LRBQV6§HF\,NUO'EFV DEGU\(\’VDNUVJHL\Q’:QWLILHG IRU
BSE&&?;::BE?;PHQWDO DQG &RUSRUDWH SHVSRRJELP'EWLH é%g‘l-'?SYPLE‘WH'ﬁU DQG UHODWH WR WKH

RSHUDWLRQDO DQG FRPPHUFLDO GHFLVLRQV LQY
$00 VXSSOLHUV DOVR XQGHUJR DQQXDO FRPSOUHQFHHWFDREBQURE LRPSSURSULDWH XVH RI JLIV
DQ\bOHJDO DQG ILQDQFLDO ULVNV 7KH *URXS BRFEFPFDWHPHRDQY AIRPGOLDQFH EUHDFKHY ZHUH LGH
&RPSOLDQFH WHDPV DVVHVV DQ\ VXSSOLHUV LBWWRPILHG DV KDYLQJ
SRWHQWLDOO\ KLJKHU OHYHOV RI ULVN DQG LPB P I-FL},_BQWQC] h%%;%&v(? WUDLQLQJ LV PE
ZKHUH QHFHVVDU\ $Q\ LVVXHV DUH IODJJHG W;&H k @L 2§ SHUDWLQJ FRPSDQLHV DQG .
ZLWKLQ WKH *URXS WR MRLQWO\ WDNH DSSUR ,833? L% QDLQLQJ UHTXLUHPHOWY DUH VHW
,$* 7JUDQVIRUP KDV YHULILHG WKH H[LVWLQJ DFRPISDRVRLSOIHQAFWHRQ DQG DUH GHWHUPLQHG E
DQG ,$* V DLUOLQHVD LQWHUOLQH UHODWLRQ\PMESNKHQOFHXHQ I Q6 @) b\ HBDDUMKVELOLWLHY RI DQ F
LQbRUGHU WR GHWHUPLQH WKH SRWHQWLDO LPOQWILFBWIRIBA RIOBOE QFNLRR&XOH ZDV UROOHC
WRbEH WDNHQ GXH WR WKH WUDGH VDQFWLRQWhWNKMAIBE /R HEHSRROR$FIOHWHG HYHUN WKUHH \
WRbWKH ZDU LQ 8NUDLQH ,$* KDV SURYLGHG HU R H
ZLWK VXSSRUW RQ PLWLJDWLRQ DFWLRQV WRFZ el E% '%hl‘ﬂ% SVZ';/WJE\?IL’V:DSVRHV\&HV%Y(V:‘S
VWRS EORFNDJH 7KLV KDV EHHQ SHUIRUPHG LQ | @ AN FUi—IHQLQJV HIWHUQDO UHSRL
ZLWKbWKH &RPSOLDQFH WHDPV

YLVLWV GHSHQGLQJ RQ WKH OHYHO RI ULVN WKD
$FWLRQV PHWULFV DQG WDUJHWYV $Q\V ULVNV LGHQWLILHG GXULQJ WKH GXH GLOLJH
7KH WKLUG SDUW\ FRGH RI FRQGXFW FRQWLQXPODPRVEIS DKV AFPLWLIDWLRQ SODQ LV SXW LQ

ZLWKbQHZ VXSSOLHUV DV SDUW RI WKH RQ ERBUEWIILQURIFNY FRXOG UHVXOW LQ WHUPLQDWLI
1HZbVXSSOLHUVY DUH UHTXHVWHG WR DFNQRZOHGEYW WIIHY B OHRW PR @YIHISWZLWK WKH FRXQWHUSE



DQGbh&RPSOLDQFH &RPPLWWHH UHFHLYHYV DQ DO®QKXKD G XBE®WHR KQYH YLHZY RQ FOLPDWH FKDQ.
WKHbDQWL EULEHU\ FRPSOLDQFH SURJUDPPH FRQVLVWHQW ZLWK DOO WKH RUJDQLVDWLRQV R

RZ . $* KDV_.SRVLWLYHO\ LQIOXHQFHG W
,$* KDV SURFHVVHV DQG SURFHGXUHV LQ SODFFl}Q—é \Z Ké—if*#]%)ﬁ%WLVH DG WLSH WRQGULYH
VXFK DV VXSSOLHU YHWWLQJ DQG PDQDJHPHQ Bé 1 VX W URDGPDSV WR QHW ]
&RXQWHUSDUW\ SURFHGXUHV DQG ILQDQFLDO % %\g’?’ Y' %%%&GQ%D(QG $78* $* KDV

V i &é& XUDJHG KLJKHU 6$) DPEL
() ,$* DQG NH\ WUDGH DVVRFLDW

ZKLFK KHOS WR FRPEDW PRQH\ ODXQGHULQJ D

ULVNV DFURVV WKH EXVLQHVV RQERUOG DQG

OHWULE P vo, RQ WKH (8 7UDQVSDUHQF\ 5HJLVWHU

1XPEHU RI HPSOR\HHV .H\ VWDQFHV RQ FOLPDWH FKDQJH

ZKR FRPSOHWHG DQQXDO $YLDWLRQ LV D JOREDO LQGXVWU\ DQG ,$* UHPD

FRGH RI FRQGXFW WUDLQLQJ JOREDO SROLF\ DSSURDFKHV ,$* VXSSRUWYV FDU
DbNH\bLQVWUXPHQW WR GHWHUPLQH ERWK WKH

IXPEHU RI HPSOR\HHV UHGXFWLRQV IRU WKH DYLDWLRQ LQGXVWU\ DQG

ZKR FRPSOHWHG WKH DQQXDO DQG RXW RI VHFWRU UHGXFWLRQV

DQWL EULEHU\ WUDLQLQJ ‘H DGYRFDWH IRU WKH XVH RIbFDUERQ UHPRYDO

"HQRWHY WRWDO WUDLQLQJ FRPSOHWHG RYHU D SHEDREERIQ PHDWNHWYV E\ ERWK QDWXUDO DQG HQJLC
ZHbDUH FRPPLWWHG WR XVLQJ RQO\ FDUERQ
* = ,QFLGHQWV RI FRUUXSWLRQ RU EULEHWRbBFRYHU RXU FDUERQ HPLVVLRQV

FKHUH ZHUH QR OHJDO FDVHV UHJDUGLQJ FRUUKSHARR SWIRRYKWLOARLEOYYL F\ DGYRFDF\ RQ 63%)
WKH *URXS DQG LWV RSHUDWLQJ FRPSDQLHV LRy NH\bOL HE\FOH HPLVVLRQV UHGXFWLRQ GULYH
DQGbPDQDJHPHQW LV QRW DZDUH RI DQ\ LPSH@®QEQYXrE\RIMVRUSROLFLHY RQ RSHUDWLRQDO HIIL

XQGHUO\LQJ LVVXHV DQG UHPRYDOV 7KH *URXS VHHNV WR HQVXUH W
* = 3ROLWLFDO LQIOXHQFH DQG OREE\LQJPYHWHN IR XH DQG IDLU DFURVV PXOWLSOH DLL
7KH DYLDWLRQ LQGXVWU\ ZLOO UHGXFH LWV Ot IHF\FQH PO EFRQUIBRLYVERQ V

IDVWHU ZLWK VWDNHKROGHU DQG SROLF\ VXSS@UWDJ W o'V \}(%Mﬁ:u DOO\ D ZULWWHQ SURFH(
LWVbRSHUDWLQJ DLUOLQHYV UHJXODUO\ HQJDJK, 4 uWWK =} @@Iﬂﬁaqgﬂp@N *URXSDV VWDQGDUG
LQFOXGLQJ JRYHUQPHQWY DQG UHIXODWRUV YKBYHKROE DUV, SHLRABWVZLwKLO QHW  GD\V R
DQG RWKHU ILQDQFLDG VWDNHKROGHUV WUDGH PYVARF bRMIWARY i KNWRAKUYHP HOWY RI DSSO!
VXSSOLHUV HPSOR\HHV FRPPXQLWLHV 1*2V DQG ®WkRGHVHEDIH WLPH WR SD\ LQYRLFHV IURP V
LQVWLWXWLRQV ,QWHUQDO JRYHUQDQFH HQVX I#MLV#ﬁD‘{\UﬁbGLI-dJYNwwgﬁ@ﬁHH LQ ZDV |

HQJDJHPHQW RQ FOLPDWH FKDQJH LV FRQVLVWHQGWHAH WK R KRG EHD¥HQWY DOLIQHG ZLWK VWDQ
RXU PDWHULDO LVVXHV DQG HQYLURQPHQWDO ARPOV 7KHUH DUH QR OHJDO SURFHHGLQJV FRQ

3ULQFLSOHV IRU FOLPDWH UHODWHG HQJDJHPRGWHQWYV GXH WR VXSSOLHUV ,Q DGGLWLRQ D
,$* VXSSRUWV FRVW HIIHFWLYH DSSURDFKHYV gHBYYQd %EZ\ZWV KDYH DGGLWLRQDO VWD

HPLVVLRQV E\ DGYDQFH ORZ FDUERQ VROXWL%D%*W&L@CE RQV WKDW WKH\ FRPSO\ Zl
KwpRBHUV

JOREDO HIIRUWV WR DOLJQ ZLWK WKH n& DPE DUH DEWLYHO\ PRQLWRUHG ZLWK D |
SD\PHQW WHUPV DUH FRPSOLHG ZLWK VXSSOLHU

$FWLRQV WDNHQ E\ ,$* ZLWKLQ DVVRFLDWLRQV PRFRXI\VAFGERXY BQBYVBWLRQ
6SDQLVK DYLDWLRQ DQG JOREDO DYLDWLRQ SROLF\ DUH OLVWHG LQ WKH WDEOH
EHORZ ,| WKH FOLPDWH UHODWHG SRVLWLRQV RI WUDGH DVVRFLDWLRQV DUH
GHHPHG WR EH VXEVWDQWLDOO\ ZHDNHU WKDQ RU LQFRQVLVWHQW ZLWK ,$*DV
LQWHUQDO VWDQFHV ,$* UHSUHVHQWDWLYHV WDNH UROHV RQ WDVN IRUFHV DQG
ZRUNLQJ JURXSY DQG UHVSRQG WR FRQVXOWDWLRQV WR FRPPXQLFDWH RXU
SRVLWLRQ DQG FRQVWUXFWLYHO\ PRYH WR DOLJQPHQW

,$* PHPEHUVKLS LQ RUJDQLVDWLRQV ZRUNLQJ RQ VXVWDLQDEOH LQLWLDWLYHYV
OHPEHU RI RUJDQLVDWLRQ ,$* LQYROYHPHQW LQ RUJDQLVDWLRQ DQG DFWLRQV WR HQVXUH RU PRYH WR FRQVLV\
*OREDO IRFXV

&RDOLWLRQ IRU 1HIDWLYRIXQGLQJ PHPEHU LQ 6WHHULQJ JURXS PHPEHU DQG DFWLYH FRQW
(PLVVLRQV UHVSRQVHV WR 8. *RYHUQPHQW RQ KRZ WR VFDOH XS FDUERQ UHPRYDC

RQHERUOWBHSUHVHQWYV &KDLUHG WKH (QYLURQPHQW 6WUDWHJ\ %RDUG DQG FRRUGLQDWHG QH
bDLUOLQHV DPELWLRQ E\ .Q ,$* ZDV LQYROYHG ZLWK RWKHU PHPEHU DLUOI
LQbSDUWQHUVKLS ZLWK %(9 WR ODXQFK D QHZ LQYHVWPHQW IXQG DLF

DYDLODELOLW\ DQG KLJK FRVW RI 6%$)

$LU 7TUDQVSRUW $FWLRQ6tURKS FDQW DLUOLQH FRQWULEXWRU WR JOREDO DYLDWLRQ URDGPDS
LQGXVWU\ SULRULWLHYV IRU FRQWLQXDO DGYDQFHPHQW RI ORZ FDUERQC

:RUOG (FRQRPLF )RUXP ARDHIDQY FRQWULEXWRU WR UHSRUWY RQ KRZ WR VFDOH XS 6%) SURGXI
6NLHV IRU 7TRPRUURZ &RDOGYWEBWHG IRUDb 6$) DPELWLRQ E\

,$7$ UHSUHVHQWY PRUH/ MWKD$EY 6 XVWDLQDELOLW\ 'LUHFWRU UHSUHVHQWYV ,$* DW WKH ,$7% ZRU
DLUOLQHVY ZRUOGZLGHRU ORZ FDUERQ VROXWLRQV ,$* KDV SUHYLRXVO\ FKDLUHG WKH 6DIHV
&RPPLWWHH




*RYHUQDRBREBWLQXHG

OHPEHU RI RUJDQLVDWLRQ ,$* LQYROYHPHQW LQ RUJDQLVDWLRQ DQG DFWLRQV WR HQVXUH RU PRYH WR FRQVLV\
6SDLQ (XURSH IRFXV

*UXSR (VSD"RO SDUD HO)RUPHG LQ ,EHULD LV RQH RI RYHU FRUSRUDWH PHPEHUV VXSSRL
&UHFLPLHQWR 9HUGH WKH 6SDQLVK HFRQRP\

6SDQLVK *URXS IRU *UHHQ

*URZWK

$0OLDQ]D SDUD OD 6RVWH®LELDLRECSSEULQJIJY WRIJHWKHU WKH PDLQ VWDNHKROGHUV Rl WKH 6SD(
GHO 7UDQVSRUWH $ UHRREGH¥®DYH RI SURPRWLQJ WKH GHYHORSPHQW Rl VXVWDLQDEOH DYLD
$67 6SDQLVK $OOLDQFHEHREQ HVWDEOLVKHG WR UHVSRQG WR WKH PDLQ FKDOOHQJHV WKDW W
6XVWDLQDEOH $LU 7UDQNSREMHQF\ 6$) DQG SROLF\

$LUOLQHV (XURSH JRXQGLQJ PHPEHU 'URYH GHYHORSPHQW RI WKH ILUVW $ ( QHW JHUR U
5H)XHO(8 FRQVXOWDWLRQ UHVSRQVHVY DQG RWKHU ZRUN WR DGYDQFH
VXSSRUWHG WKH XSGDWH RI WKH $ ( GHFDUERQLVDWLRQ URDGPDS DQC
ORRNLQJ WR GHYHORS VRO XMARIRQAL RRY QRO K2V DOVR FRQWULEXWHG V
UHYLHZ WKH LPSDFW RI FOLPDWH SROLF\ LQ WKH (8 RQ WKH LQGXVWU\
VWXG\ SXEOLVKHG LQ 0D\

8. IRFXV

6XVWDLQDEOH $YLDWLR®XVWDLQDEOH $YLDWLRQ LV D FRDOLWLRQ RI 8. DLUOLQHV DLUSRUWYV
SURGXFHUV DQG SDUWQHUY DOO FRPPLWWHG WR GHOLYHULQJ FDUERQ
PLQLPLVLQJ WKH LPSDFW RI DYLDWLRQ QRLVH ,$* LV RQH RI PHPEHU
DFWLYLWLHV IRU PHPEHUV ,$* LV DQ DFWLYH SDUWLFLSDQW LQ WKH
WRbDGYDQFH ORZ FDUERQ VROXWLRQV

-HW =HUR 7DVNIRUFH ,$* VXSSRUWHG WKH FUHDWLRQ RI WKH 8. *RYHUQPHQWDV -HW =HUR 6W
JHUR 8. DYLDWLRQ E\ 7KH 8. *RYHUQPHQW ODXQFKHG WKH -=7 LQ 1F
VWUDWHILF OHDGHUVKLS DQG DQ RXWFRPH IRFXVHG DSSURDFK WR VXS
JURZWK DQG GHFDUERQLVDWLRQ RI WKH 8. DYLDWLRQ VHFWRU 7KH %U
WKH SOHQDU\ JURXS DQG WKH ,$* 6 XVWDLQDELOLW\ 'LUHFWRU FKDLUV
NQRZQ DV WKH 6$) '"HOLYHU\ *URXS ,Q WKH -=7 HVYWDEOLVKHG IR
XQGHUWDNH WKH ZRUN SURJUDPPH 7KH %ULWLVK $LUZD\V 'LUHFWRU R
WKH FDUERQ UHPRYDOV WDVN JURXS OHDG

5R\DO $HURQDXWLFDO 6BRAPHWY RI WKH ([HFXWLYH &RPPLWWHH RI *E'
5$H6 A *UHHQHU E\ '"HVLJIQ
JURXS *E'




$GGLWLRQDO JRYHUQDQFH GLVFORVXUHY UHTXLUHG XQGH

3XEOLF VXEVLGLHY UHFHLYHG
5HOHYDQW VWDQGDUGV *5,

8QLW YO\
7RWDO SXEOLF VXEVLGLHV Q PLOOLRQ
8. (76 DQG (8 (76 DOORZDQFHV DW JHUR FRVW Q PLOOLRQ

"HVFULSWLRQ
3XEOLF VXEVLGLHV DUH GHILQHG DV (8 (76 6ZLVV (76 DQG 8. (76 DOORZDQFHV UHFHLYHG DW ]k
DQGbSHUVRQQHO WUDLQLQJ JUDQWV IXHO JUDQWY DQG URXWH VXSSRUW JUDQWY LQ WKH *UR}

&RPPHQWDU\
2SHUDWLQJ FRPSDQLHV LQ WKH *URXS UHFHLYH VRPH (8 DQG 8. (76 HPLVVLRQ DOORZDQFHYV DW
DOORZDQFHV UHTXLUHG IRU IXOILOOLQJ DQQXDO FRPSOLDQFH REOLJDWLRQV LQ WKH (8 DQG 8.

$FFRXQWLQJ SURILW EHIRUH WD]
5HOHYDQW VWDQGDUGV *5,

8QLW YO\
8. Q PLOOLRQ
6SDLQ Q PLOOLRQ
5HSXEOLF RI ,UHODQG Q PLOOLRQ
2WKHU FRXQWULHYV Q PLOOLRQ

'"HVFULSWLRQ
BURILWY E\ FRXQWU\ A WKH *URXSDV FRQVROLGDWHG DFFRXQWLQJ SURILW RU ORVV EHIRUH WL
LW LV WD[DEOH

,QFRPH WD[ SDLG
5HOHYDQW VWDQGDUGV *5,

8QLW YO\
8. Q PLOOLRQ
6SDLQ Q PLOOLRQ
5HSXEOLF RI ,UHODQG Q PLOOLRQ A A A
2WKHU FRXQWULHYV Q PLOOLRQ

'"HVFULSWLRQ
7D[HV SDLG E\ FRXQWU\ A WKH *URXSDVY FRQVROLGDWHG FDVK WD[ SD\PHQWYV IRU WKH \HDU EURT

&RPPHQWDU\

7KH WRWDO QHW @D\PH@WIRRQ LV OHVV WKDQ WKH WD[ KD WL ORR QV KK HURIXISHRIHQFH DULVHYV
WRbWKH YDULDQFH EHWZHHQ ZKHQ ORVVHV DQG GHSUHFLDWLRQ DUH LQFOXGHG LQ WKH DFFRX
WDNHQ LQWR DFFRXQW LQ FDOFXODWLQJ WD[ SD\PHQWYV DQG WKH WLPLQJ RI UHFHLSW RI WD][

C2WKHU FRXQWULHVD FRPSULVHV %HOJLXP %HUPXGD 'RPLQLFDQ 5HSXEOLF )UDQFH *HUPDOQ\
-DSDQ .HQ\D ODOGLYHV 1HWKHUODQGV 1LFDUDJXD 3KLOLSSLQHV 3RODQG 3XHUWR 5LFR 6LQ



$SSHQGL]

$SSHQGL]

6XVWDLQDELOLW\ GXH GLOLJHQFH

&RUH HOHPHQWYV RI GXH GLOLGHRWHRQ ,QFRUSRUDWLRQ E\ UHIHUHQFH LQ WKRBDBIHQIRPEFHUSR U

D (PEHGGLQJ GXH GLOLJBEFH*HMHUDO GLVFORVX®WKVLQHVY PRGHO &RUSRUDWH DR GHSIUMYF H
JRYHUQDQFH VWUDWHJI\ DQG DQG
EXVLQHVV PRGHO RI WKH

$QQXDO UHSRU\
DQG DFFRXQWYV
E (QJDJLQJ ZLWK DIIHFW&8% *HQHUDO GLVFORVXBWBNHKROGHU HQJDJHPHQW DQG SDJHV
VWDNHKROGHUV LQ DOO NH\ VWHSV RI RI WKH
WKH GXH GLOLJHQFH $QQXDO UHSRU\
DQG DFFRXQWYV
F ,GHQWLI\LQJ DQG DVVHBYLQ*HQHUDO GLVFORVXBHWN PDQDJHPHQW DQG SULQFLSDO DQWGN
DGYHUVH LPSDFWV ( b&OLPDWH FKDQJH IDFWRUYV SDJHV RI
WKH $QQXDO
UHSRUW DQG
DFFRXQWV

G 7DNLQJ DFWLRQV WR D GEOUWPOWH FKDQJH 6 2ZOWDNHKROGHU HQJDJHPHQW DQG SDJHV

WKRVH DGYHUVH LPSDERWNIRUFH 6 :RUNHUV LQ WKH YDOXH RI WKH
FKDLQ 6 &RQVXPHUV DQG HQG XVHUV $QQXDO UHSRU\
* %XVLQHVV FRQGXFW (8 7TD[RQRP\ DQG DFFRXQWYV
H 7UDFNLQJ WKH HITHFWL®®WQAPWH FKDQJH 6 2ZOGWDNHKROGHU HQJDJHPHQW DQG SDJHV
RIBWKHVH HIIRUWY DQBRUNIRUFH 6 :RUNHUV LQ WKH YDOXH RI WKH
FRPPXQLFDWLQJ FKDLQ 6 &RQVXPHUV DQG HQG XVHUV $QQXDO UHSRU\
* %XVLQHVV FRQGXFW (8 7TD[RQRP\ DQG DFFRXQWYV

SKDVH LQ UHOLHIV WDNHQ

3KDVH LQ UHOLHIV XQGHU WKH &65' DUH GHILQHG ZLWKLQ WKH (656 2Q JHEUXDU\ WKH (X
RIbSURSRVDOV FDOOHG WKH C2PQLEXV SDFNDJHD ZKLFK DLP WR VLPSOLI\ IXWXUH FRUSRUDWH
SDFENDJH D CTXLFN IL[D GHOHJDWHG DFW ZDV DGRSWHG RQ -XO0\ WKDW SHUPLWYV CZDYH R
DYDLODEOH IRU WKH ILUVW \HDU RI WKH SUHSDUDWLRQ RI WKH VXVWDLQDELOLW\ VWDWHPHQW
E\bWKHb&109 DQG ,&%& UHOHDVHG RQ 1RYHPEHU FRQILUPHG WKDW WKLV UHOLHI ZRXOG D
6SDQLVK /DZ 5R\DO 'HFUHH

,$* KDV DSSOLHG SKDVH LQ UHOLHIV WR WKH GLVFORVXUH UHTXLUHPHQWY EHORZ

3DUDJUDSK DQG UHODWHG 3DJH QXPEHU
'LVFORVXUH UHTXLUHPHQW QDPH DSSOLFDWLRQ UHTEHOHRH®WNHQ LI DSSOLFDEOH

%UHDNGRZQ RI WRWDO UHYHQXBE0 PDVWVHULDO1RW DSSOLFDEOH XQGHU CTXLFN IL[D GRE®HJIDW
(656 VHFWRUV

/LVW RI DGGLWLRQDO UHOHYDQW%®56 VHFWRUMRW DSSOLFDEOH XQGHU CTXLFN IL[D GRIA®HJIDW

$QWLFLSDWHG ILQDQFLDO HIIHFWV IURP PDWHWIKIHO*URXS PD\ RPLW UHSRUWLQJ IRU DGQD
SK\WLFDO DQG WUDQVLWLRQ ULVNV DQG SRWHQWLRPOPDWLRQ LQ WKLY GLVFORVXUH UHTXLUHPI
FOLPDWH UHODWHG RSSRUWXQLWLHYV

&KDUDFWHULVWLFV RI QRQ HPS®R\HHV LQ WKH7KH *URXS PD\ RPLW UHSRUWLQJ IRU DGAOD

XQGHUWDNLQJDV RZQ ZRUNIRUFH LQIRUPDWLRQ LQ WKLV GLVFORVXUH UHTXLUHPI

6RFLDO SURWHFWLRQ 6 7KH *URXS PD\ RPLW UHSRUWLQJ IRU DGQD
LQIRUPDWLRQ LQ WKLV GLVFORVXUH UHTXLUHPI

+HDOWK DQG VDIHW\ PHWULFV 6 H 7KH *URXS PD\ RPLW UHSRUWLQJ RQ QRQ D
HPSOR\HHYV

RUN OLIH EDODQFH 6 7KH *URXS PD\ RPLW UHSRUWLQJ IRU D@QOD

LQIRUPDWLRQ LQ WKLV GLVFORVXUH UHTXLUHPI




&DOFXODWLRQ PHWKRGRORJ\ DQG IDFWRUYV

JRRWSULQW PHWULF 8QLW "HVFULSWLRQ

&DUERQ HPLVVLRQV DQG HQHUJ\ FRQVXPSWLRQ

6FRSH HPLVVLRQNW&H "LUHFW HPLVVLRQV DVVRFLDWHG ZLWK ,$*DV RSHUDWLRQV LQFOXGL
JURVYV QDWXUDO JDV DQG KDORQV 6RXUFHV RI HPLVVLRQV LQFOXGH DLUFL

SRZHU XQLWYV JURXQG YHKLFOH HQJLQHV DQG ERLOHUV

*URVV HPLVVLRQV LQFOXGH UHGXFWLRQV IURP 6%) LQ OLQH ZLWK J
VWDQGDUGV

6%$) HPLVVLRQ UHGXFWLRQV DUH FDOFXODWHG XVLQJ WKH YROXPH R
WKHbOLIHF\FOH DQDO\VLV /&% FDUERQ VDYLQJ RI WKH IXHO UHODYV
DQG VXEWUDFWHG IURP RXU MHW IXHO HPLVVLRQV

6FRSH HPLVVLRQNW &R ,QGLUHFW HPLVVLRQV DVVRFLDWHG ZLWK HOHFWULFLW\ XVH LQ JUR
GDWD FHQWUHY DQG KDQJDUV ODUNHW EDVHG HPLVVLRQV DUH EDVI
RIDPHOHFWULFLW\ SXUFKDVHG IURP VXSSOLHUV /RFDWLRQ EDVHG HP
LOQWHQVLW\ RI QDWLRQDO HOHFWULFLW\ JULGV

&2 H LV FDOFXODWH® NKQDBWRUV IURP QDWLRQDO DJHQFLHV LQ ,U
DQGbWKH 8. DQG ,($ QDWLRQDO HOHFWULFLW\ HPLVVLRQV IDFWRUYV

6FRSH HPLVVLRQNW &R ,QGLUHFW HPLVVLRQV DVVRFLDWHG ZLWK *URXS DFWLYLWLHYV DFUR\
WRbWKH GHVFULSWLRQ RI 6FRSH HPLVVLRQ PHWULFVY ODWHU LQ Wt

YOLJKW RQO\ FDUERQ@ SNP *UDPPHV RI &R U SDVVHQJHU NLORFNPWUNDDE2WDQGDUG LQGXVWU\ Pt

LQWHQVLW\ RIDIOLJKW IXHO HIILFLHQF\ ,WbLVbFDOFXODWHG E\ GLYLGLQJ WRWD
DVVXPLQJ RQH FDUJR WRQQH NP LV HTXLYDOHQW WR  SDVVHQJHU
YDOXH E\ D FRQYHUVLRQ IDFWRU RI ,$* GLVFORVHV WKLV ILJXUK
IURP WKH XVH RI 6$) IRU WKH SXUSRVH Rl WKLUG SDUW\ FRUSRUDWF
H[FOXGHYV WKH MHW IXHO XVHG E\ IUDQFKLVHY DQG FDUJR FDUULHG
QR VKRZ SDVVHQJHUV LQ OLQH ZLWK LQGXVWU\ JXLGDQFH

JOLJKW RQO\ FDUBRQ SNP $V SHU C)OLJKW RQO\ FDUERQ LQWHQVLW\D EXW ZLWK HPLVVLRQ UH
LOQWHQVLW\ LQFOXVLYH RILQFOXGHG 7KLV PHWULF LV XVHG IRU WKH FDOFXODWLRQ RI WKH ,$
HPLVVLRQ UHGXFWLRQV PDQDJHPHQW LQFHQWLYH

IURP XVH RI 6
$) 6$) SURGXFHV VLPLODU OHYHOV RI *+*V WR FRQYHQWLRQDO DYLDWL

WKHb*+*V JHQHUDWHG DUH DOUHDG\ SDUW RI WKH FDUERQ F\FOH DQ
WKHbJURXQG VSHFLILFDOO\ IRU FUHDWLQJ DYLDWLRQ IXHO 7KLV PH
LQbDbUHGXFWLRQ LQ *+* HPLVVLRQV FRPSDUHG WR WKH FRQYHQWLF
RYHUbBWKHbBOLIHF\FOH RI WKH IXHO

,$* XVHV WKH OLIHF\FOH DVVHVVPHQW HPLVVLRQV VDYLQJV IURP HD
LWV VXSSOLHU XVLQJ SURRI RI VXVWDLQDELOLW\ RU SURRI RI FRPS(
,Q UHIJXODWRU\ UHTXLUHPHQWYV LQ WKH (8 DQG WKH 8. IRU PDQC
VXSSOLHUV WR GHOLYHU LWV VXVWDLQDELOLW\ SDSHUZRUN WR DLU
RIbHDFK EDWFK 7KHUHIRUH IRU VRPH ODWHU EDWFKHV WKLV VXVW
EHHQbUHFHLYHG DW WKH WLPH RI SUHSDULQJ WKLV VXVWDLQDELOL)
DQbDSSURSULDWH OLIHF\FOH HPLVVLRQ UHGXFWLRQ KDV EHHQ DSSC
IRUbRWKHU EDWFKHV LQ WKH UHSRUWLQJ \HDU

6FRSH HPLVVLROQNWQHW 1HW HPLVVLRQV DUH FDOFXODWHG EDVHG RQ JURVYV HPLVVLRQV OH\
(76 6ZLVV (76 DQG 8. (76 FRPSOLDQFH REOLJDWLRQV YROXPHV RI R
&256,$ FRPSOLDQFH REOLJDWLRQV DQG YROXPHV RI RIIVHWYV YROXC
(8b(76 DOORZDQFHV SXUFKDVHG IURP RWKHU VHFWRUV HTXDWH WR I
(XURSHDQ &RPPLVVLRQ JXLGDQFH

(8 (76 6$) DOORZDRWY 7KH YROXPH RI (8 (76 DOORZDQFHVY UHFHLYHG E\ *URXS DLUOLQHYV IF

UHFHLYHG XQGHU WKH VFKHPH LQ WKH SULRU \HDU WKRXJK WKH SDUWLFLSDWL
7KLVbVXSSRUW V\VWHP FRYHUV IURP WR RI WKH SULFH GLIIHUE
NHURVHQH DQG WKH HOLJLEOH 6%$) XVHG E\ LQGLYLGXDO DLUOLQHYV
FDUERQ SULFLQJ WKURXJK WKH (8 (76 $ FRYHUDJH LV SURYLGHG
(8 GHILQLWLRQ RU ORFDWHG LQ DQ (8 RXWHUPRVW UHJLRQ

5HQHZDEOH HOHFWIKLFLW\ 7KH VKDUH RI HOHFWULFLW\ JHQHUDWHG E\ UHQHZDEOH VRXUFHVbVX
RQ YROXPHVbSURFXUHG IURP UHQHZDEOH HOHFWULFLW\ VXSSOLHUV
HOHFWULFLW\ VRXUFHV ZDVbXQDYDLODEOH WKH VRXUFH RI HOHFWU|

&DUERQ LQWHQVLW?2 SNP %DVHG RQ 6FRSH ORFDWLRQ EDVHG HPLVVLRQV GLYLGHG E\ EXVLQH\

6FRSHbD SDVVHQJHU NP LQFOXGLQJ FDUJR &RPSOHPHQWYV WKH IOLJKW RQO\
*+* UHGXFWLRQ LOQUWQOWNVBSHGXFWLRQWLIN&? UHVXOW RI VSHFLILF HIILFLHQF\ LQLWLDWLYHV .
&2 H \HDU 7KLV H[FOXGHV UHGXFWLRQV IURP HIWHUQDOO\ GULYHQ FKDQ.

VXFKbDVbDLUVSDFH FKDQJHY W DOVR H[FOXGHV HPLVVLRQ VDYLQJ
FRPSDUHG WR WKH DLUFUDIW WKH\ UHSODFH

(OHFWULFLW\ 0:K &RQVXPSWLRQ RI HOHFWULFLW\ DFURVV ,$* JURXQG IDFLOLWLHV LQ
XVDJH LQbPDLQ RIILFHVY RYHUVHDV RIILFHV KXE DLUSRUWYV DQG PD




$SSHQEHHRQWLQXHG

JRRWSULQW PHWULF 8QLW '"HVFULSWLRQ

(QHUJ\ 0:K 7KH VXP RI WKH HOHFWULFLW\ DFURVV ,$* JURXQG IDFLOLWLHV DQG
XVH LV EDVHG RQ YROXPHV RI MHW IXHO GLHVHO SHWURO QDWXUL
ODWHVW DYDLODEOH 8. *RYHUQPHQW FRQYHUVLRQbIDFWRUV 8. IDF\
DVbWKHVH DUHbFRQVLGHUHG WKH PRVW UREXVW DYDLODEOH

(QHUJ\ LOWHQVLWWSHIQH®DOFXODWHG E\ GLYLGLQJ WRWDO *URXS UHYHQXH E\ WKH VXP RI 6F
UHYHQXH DOVR NQRZQ DV ORFDWLRQ EDVHG HPLVVLRQV
UHYHQXH SHU WIRQQH &2

YOHHW DJH \HDUV  7KH DYHUDJH DJH RI DLUFUDIW LQ WKH ,$* IOHHW DV Rl 'HFHPEHU
DJH Rl RSHUDWLRQDO DLUFUDIW LQFUHDVHV HDFK \HDU 7KLV LV RII
DQG UHWLUHPHQWYV

-HW IXHO FRQVXPAMWRQQHY -HW IXHO XVHG ZLWKLQ WKH DLUFUDIW IOHHW DQG IRU HQJLQH WHVW

6$) FRQVXPHG WRQQHV 6%) XVHG ZLWKLQ WKH DLUFUDIW IOHHW DQG IRU HQJLQH WHVWLQJ ¢

6%) LV WKH PDLQ WHUP XVHG E\ WKH DYLDWLRQ LQGXVWU\ WR GHVFL
GHULYHG DYLDWLRQ IXHO 6%) LV WKH SUHIHUUHG ,$7%$ WHUP IRU W
RWKHU WHUPV VXFK DV VXVWDLQDEOH DOWHUQDWLYH IXHO VXVWDL
MHW IXHO RU ELRMHW IXHO DUH XVHG LQ JHQHUDO WKH VDPH LQW!
C( A $FWLRQV DQG UHVRXUFHV LQ UHODWLRQ WR FOLPDWH FKDQJI
IRUbPRUH LQIRUPDWLRQ

CODQGDWHG 6%$)D LV HTXLYDOHQW WR ,$*DV VKDUH RI 6%$) WR EH FRC
UHTXLUHPHQWY WKH (8 WKH 8. DQG RWKHU MXULVGLFWLRQV 9ROX
E\b*URXS DLUOLQHY DERYH WKLV VKDUH

6%) FRQVXPHG LQFOXGHV 6%) UHFHLYHG SK\VLFDOO\ E\ WKH *URXSDV
ZKLFKbWKH *URXS KDV SXUFKDVHG WKH 6FRSH HPLVVLRQ ULJKWYV |
,$*bFDOFXODWHY WKH YROXPH RI 6%) FRQVXPHG EDVHG RQ SURGXFW
ZKLFK LV DOLJQHG WR RXU ILQDQFLDO DFFRXQWLQJ

&2 SHU UHYHQXH YWR@QF7. 7TKH WRWDO QXPEHU RI UHYHQXH JHQHUDWLQJ WRQQHV RI ERWK SDV
NLORPHWUH E\ WKH GLVWDQFH IORZQ

*UDPPHV RI&R2U UHYHQXH WRQQH NHORPHWUBQJIJBRWLYLW\ VWDWLVW
FRPPRQO\ XVHG E\ WKH DYLDWLRQ LQGXVWU\ DQG WKLUG SDUWLHYV |
DQGb73, 7KLV PHWULF UHSUHVHQWY WKH GLVWDQFH IORZQ DQG ZHL
WKH UHYHQXH SDVVHQJHUV RI D IOLJKW 7KH JUHDW FLUFOH GLVWD!
EHWZHHQ WZR SRLQWYV RQ WKH VXUIDFH RI D VSKHUH LV XVHG IRU \
DQG EDODQFH GRFXPHQWDWLRQ RI WKH IOLJKW IRU WKH ZHLJKW ZKI
RIbHDFK DLUOLQH D GHIDXOW YDOXH RI NJ FDQ EH XVHG RU D GL
WKHbFRPSHWHQW DXWKRULWLHY UHSUHVHQWLQJ WKH DVVXPHG ZHL
KDQGbOXJJDJH

6FRSH HPLVVLRQ FDWHJRULHV

&DWHJRU\ NW &H (PLVVLRQV IURP DOO SXUFKDVHG JRRGV DQG VHUYLFHV QRW FDSWX!
3XUFKDVHGbJRRGYV FDWHJRULHY &DOFXODWHG XVLQJ D VSHQG EDVHG PHWKRGRORJ\ DC
DQGbVHUYLFHYV (QYLURQPHQWDO 'DWD $UFKLYH &('$ VXSSOLHU VSHFLILF HPLVVLR

GLVFORVXUHV RU KLJK TXDOLW\ HPLVVLRQV GLVFORVXUHV ZLWK DQ

6WDQGDUGLVHG FRQYHUVLRQ IDFWRUV DUH XVHG ZKHUH GDWD IURP
DQGbDVbPRUH GDWD IURP VXSSOLHUV EHFRPHY DYDLODEOH VRPH YL
$Q\bVLIQLILFDQW UHVWDWHPHQWY ZLOO EH PDGH LQ IXWXUH UHSRU

&DWHJIRU\ NW &R (PLVVLRQV DVVRFLDWHG ZLWK DLUFUDIW PDQXIDFWXUH ZHUH SUHYL

&DSLWDObJRRGV QRZ WKH HPLVVLRQV DVVRFLDWHG ZLWK WKH SXUFKDVH RI QHZ DLUI
DV &%$3(; LV LQFOXGHG XQGHU WKH *URXSDV VSHQG

&DWHJRU\ NW &H 7KH ZHOO WR WDQN HPLVVLRQV IURP MHW IXHO XVH 6FRSH IXHO X

J)XHObDQGbHQHUJ\ UHODWHS2 H YDOXHV DUH FDOFXODWHG E\ PXOWLSO\LQJ WKH ZHLJKW RU HQI

SURGXFWLRQ E\bWKH ODWHVW VWDQGDUGLVHG 8. *RYHUQPHQW JUHHQKRXREVIDV

QRZ DSSO\ WKH ZHOO WR ZDNH /&$ FDUERQ VDYLQJ RI 6$) WR XSVWU
RQ WKH (8 5HQHZDEOH (QHUJ\ 'LUHFWLYH

&DWHJIRU\ NW & (PLVVLRQV IURP VXEFRQWUDFWHG YHKLFOHV XVHG LQ KXE RSHUDWL
8SVWUHDPbWUDQVSRUWDWERIbHPLVVLRQV JHQHUDWHG WKURXJK WKH WUDQVSRUWDWLRQ DQG
DQG GLVWULEXWLRQ RSHUDWLQJ FRPSDQLHV SXUFKDVH IURP RXWVLGH RI WKH *URXS 7KI

VSHQG DQG DFWLYLW\ EDVHG DSSURDFK GHSHQGLQJ RQ WKH DYDLO
&DWHJIRU\ NW &l (PLVVLRQV DVVRFLDWHG ZLWK SURFHVVLQJ ZDVWH YLD UHF\FOLQJ |
‘DVWHbJHQHUDWHG LQFOXGLQJ GLVSRVHG DLUFUDIW 7KHVH DUH FDOFXODWHG E\ PXOW
LQbRSHUDWLRQV ZDVWH YROXPHV E\ DSSHRBRQQOWH RQYHUVLRQ IDFWRUV IURP LQWHU

VRXUFHV LQFOXGLQJ WKH 8. *RYHUQPHQW DQG WKH 86 (QYLURQPHQ
&DWHJIRU\ NW &id (PLVVLRQV IURP IXHO UHODWHG WR ,$* VWDIl WUDYHO RQbUDLO DQG
%XVLQHVVbWUDYHO RQ ,$* DLUFUDIW LVbFDSWXUHG LQ 6FRSH HPLVVLRQV (PLVVLRQV I

LQ ZKHUH VXFK GDWD ZDV DYDLODEOH




JRRWSULQW PHWULF 8QLW '"HVFULSWLRQ

&DWHJRU\ NW &H (PLVVLRQV IURP VWDII WUDYHOOLQJ WR DQG IURP ZRUNSODFHV DQG

(PSOR\HHbFRPPXWLQJ XVHG ZKHQ HPSOR\HHV ZRUN IURP KRPH ,Q WKH DEVHQFH RI GHWDL
HPLVVLRQV ZHUH HVWLPDWHG XVLQJ HPSOR\HH QXPEHUV ORFDWLRC(

&DWHJRU\ NW &H 8SVWUHDP OHDVHG DVVHWY DUH WKRVH WKDW D FRPSDQ\ OHDVHYV IF

8SVWUHDP OHDVHG DVVHWVHWDLQV RZQHUVKLS DQG FRQWURO RYHU WKH DVVHWV 7KLV FDQ L

DQGbYHKLFOHV XVHG LQ EXVLQHVV DFWLYLWLHV ,Q WKLV FDWH
(PLVVLRQV IURP XSVWUHDP OHDVHG DLUFUDIW XVHG ZLWKLQ ,$*DV F
6FRSH HPLVVLRQV

&DWHJRU\
'RZQVWUHDP

NW&H 7KLY FDWHJRU\ LV QRW DSSOLFDEOH WR ,$* LQ (PLVVLRQV SUHY
FDWHJRU\ KDYH EHHQ UHDOORFDWHG WR FDWHJRU\ IROORZLQJ RQ

WUDQVSRUWDWLRQ DFFRXQWLQJ IRU DOO 6FRSH HPLVVLRQV FDWHJRULHV
DQGbGLVWULEXWLRQ

&DWHJIRU\

NW &R 7KLV FDWHJRU\ LV QRW DSSOLFDEOH WR ,$*

B3URFHVVLQJ RI VROG

SURGXFWYV

&DWHJRU\

NW&H (PLVVLRQV UHODWHG WR SURGXFWV SXUFKDVHG E\ ,$* /RA\DOW\ SURJ

8VH Rl VROG SURGXFWYV $YLRV IRU ,$* IOLJKWYV DUH UHSRUWHG XQGHU 6FRSH HPLVVLRQV

URGXFW FDWHJRULHY UHSRUWHG KHUH LQFOXGH IOLJKWYVY RQ QRQ ,
KLUH DV WKHVH DUH WKH PRVW PDWHULDO FDWHJRULHV

(PLVVLRQV DVVRFLDWHG ZLWK DLUFUDIW VROG GXULQJ WKH \HDU DL
IURP WKH *URXS 7KH DYHUDJH H[SHFWHG OLIH RI DQ DLUFUDIW IRU
FRQVLGHUHG IRU WKH FDOFXODWLRQV

&DWHJIRU\

NW &R 7TRWDO H[SHFWHG HQG RI OLIH HPLVVLRQV IURP DOO SURGXFWV VRO

(QG RI OLIH WUHDWPHQW 7KHbPHWKRGRORJ\ LV FRQVLVWHQW ZLWK GLVSRVHG DLUFUDIW LQ &
RIbVROG SURGXFWYV

&DWHJRU\ NW&H -HW IXHO HPLVVLRQV IURP DQ\ DLUFUDIW OHDVHG WR RWKHU FDUULI
'RZQVWUHDP OHDVHG

DVVHWYV

&DWHJIRU\ NW&H (PLVVLRQV IURP WKH MHW IXHO EXUQ RI DLUFUDIW IUDQFKLVHV VXF
JUDQFKLVHV (PHUDOG $LUOLQHV

&DWHJRU\ NW&H (PLVVLRQV DVVRFLDWHG ZLWK *URXS LQYHVWPHQWY DVVRFLDWHV

L, QYHVWPHQWYV

:DVWH PHWULF

LQYHVWPHQWY LQ WKH UHSRUWLQJ \HDU WKDW DUH QRW DOUHDG\ I
IRRWSULQW

DV SHU *5, VWDQGDUGV

683

9ROXPH ,WHPV PDGH ZKROO\ RU SDUWO\ RI SODVWLF WKDW DUH W\SLFDOO\ L
RUbIRUbD VKRUW SHULRG RI WLPH EHIRUH WKH\ DUH WKURZQ DZD\

2Q ERDUG

NJ 1XPHUDWRU 2Q ERDUG ZDVWH LV ERWK FDELQ DQG FDWHULQJ ZDVWH

SDVVHQJHARIOOHFWHG IURP WKH FDELQ IROORZLQJ IOLJKWV LQFOXGLQJ QHZV
ZUDSSLQJ DQG SDFNDJLQJ WKDW SDVVHQJHUV KDYH EURXJKW RQWF
ELQV IURP WRLOHWY DQG H[FOXGHVY ORVW OXJJDJH &DWHULQJ ZDVW
OHIW RYHU IURP RQ ERDUG FDWHULQJ LQFOXGLQJ GULQNV FDQV DQ
SUHSDUDWLRQ DW FDWHULQJ IDFLOLWLHV ,QFOXGHVY DOO FDWHJRULH
DQG GRPHVWLF IOLJKWYV

'"HQRPLQDWRU 7KH QXPEHU RI LQOERXQG SDVVHQJHUV DW KXE DLUSR
SDVVHQJHUV RQ VKRUW KDXO IOLJKWV ZKRVH ZDVWH ZDV NHSW RQ E
DW WKH KXE ZKHQ WKH SODQH UHWXUQHG

&DUJR

NJ WRQQHXPHUDWRU 7RWDO ZDVWH IURP KDQGOLQJ DQG SDFNDJLQJ FDUJR
Rl FDUJRUHF\FODEOH PDWHULDOV VXFK DV SODVWLF ZRRG DQG FDUGERDUG
KDQGOHGLVSRVDO RI SHULVKDEOH RU KD]JDUGRXV FDUJR

'"HQRPLQDWRU 7RQQHV RI FDUJR DQG PDLO KDQGOHG LQ WKUHH PDL
/IROGRQ +HDWKURZ

ODLQWHQDQFH

NJ SHUVRQPHUDWRU ODWHULDOV IURP VSHFLILF PDLQWHQDQFH HQJLQHHULC
KR XU PHWDObDQG KD]DUGRXV ZDVWH ([FOXGHVY DLUSRUW ZDVWH DLUFUD
DQG HIIOXHQW

'"HQRPLQDWRU 1XPEHU RI DYDLODEOH SHUVRQ KRXUV DW PDLQWHQEL
E\bPDLQWHQDQFH WHDPV

211LFH

NJ 1XPHUDWRU ODWHULDOV IURP SULQWLQJ RIILFH VWDWLRQHU\ DQG
HPSOR\HWUDLQLQJ IDFLOLWLHV DQG ,ULVK 6SDQLVK DQG 8. FDOO FHQWUHYV
DV SULPDULO\ GDWD FHQWUH HTXLSPHQW DQG ,$* RZQHG ,7 HTXLSP!

'HQRPLQDWRU 7RWDO )7( HPSOR\HHVY DW WKH HQG RI WKH UHSRUWL




$SSHQEHHRQWLQXHG

JRRWSULQW PHWULF

8QLW '"HVFULSWLRQ

:DVWH GLVSRVDO PHWKRG DV SHU *5, VWDQGDUGV

/IDQGILOOHG

,QFLQHUDWHG

S5HFRYHUHG

5HF\FOHG

7KHVH '"HILQHG DV ILQDO GHSRVLWLQJ RI VROLG ZDVWH DW EHORZ RU DER
FDWHIJRUGHWSRVDO VLWHV

DQG WKHLU
GHILQLWL%FQQ/XGHV ZDVWH VHQW GLUHFWO\ WR GLVSRVDO

DUH XVHGFOXGHV ZDVWH VHQW WR WKLUG SDUWLHV

ZLWKLQ WKH

L Or XD EQHG DV FRQWUROOHG EXUQLQJ Rl ZDVWH DW KLJK WHPSHUDWXU
Rl ,$*DV ,QFOXGHV LQFLQHUDWLRQ ZLWK HQHUJ\ UHFRYHU\
ga\JVVXJ'EFV'HlLQHG DV DQ\ RSHUDWLRQ ZKHUHLQ SURGXFWV FRPSRQHQWV RI S

EHFRPH ZDVWH DUH XVHG RU SUHSDUHG WR EH XVHG WR IXOILO D S’
FRPSRQHQWY RU PDWHULDOV WKDW ZRXOG RWKHUZLVH KDYH EHHQ

,QFOXGHV LQFLQHUDWLRQ LQFOXGLQJ HQHUJ\ IURP ZDVWH LI WKH L

([FOXGHV UHSURFHVVLQJ LQWR PDWHULDOV WKDW DUH WR EH XVHG

'"HILQHG DV UHSURFHVVLQJ RI SURGXFWYVY RU FRPSRQHQWY RI SURGX
WR PDNH QHZ PDWHULDOYV

,QFOXGHV GRZQF\FOLQJ XSF\FOLQJ FRPSRVWLQJ DQG DQDHURELF
DQGbSODVWLFV WXUQHG LQWR QHZ SODVWLF SURGXFWYV

([FOXGHV UHSURFHVVLQJ LQWR PDWHULDOV WKDW DUH WR EH XVHG

1RLVH PHWULF

1RLVH SHU /72

4& 172 $YHUDJH QRLVH SHU IOLJKW FRQVLGHULQJ DUULYDO DQG GHSDUWXL
%DVHG RQ WKH QXPEHU RI IOLJKWV RI DOO DLUFUDIW WKDW RSHUDW
OHDVHGbDLUFUDIW

4XRWD &RXQW 4& YDOXHV IURP WKH 8. *RYHUQPHQW DUH XVHG WR F
EDVHG RQ FHUWLILHG QRLVH OHYHOV $Q DLUFUDIW TXRWD FRXQW \
JRRG DQG LQGLFDWHY WKDW DQ DLUFUDIW LV UHODWLYHO\ TXLHW D
DURXQG DLUSRUWYV

JRU H[DPSOH DQ $LUEXV $ KDV D UDWLQJ RI RQ WDNH RIl FRPSD
RSHUDWHG SUHYLRXVO\ ZKLFK KDG D UDWLQJ RI PRUH WKDQ ZKL
KDYH D VFRUH RI RQ WDNH RIl FRPSDUHG WR DQ $LUEXV $ ZKLF

12[ SHU /72

NJ /72 $YHUDJH HPLVVLRQV RI WKH DLU SROOXWDQWY QLWURJHQ R[LGHV 1
7KLY FDOFXODWLRQ FRQVLGHUV WKH HQJLQH FHUWLILFDWLRQV DQG
RSHUDWHG GXULQJ WKH \HDU LQFOXGLQJ OHDVHG DLUFUDIW UHIHU
HPLVVLRQV GDWDEDVH

,&$2 &KDSWHU

RI IOHHW.$2 &KDSWHU VWDQGDUGY FRPSDUH DLUFUDIW QRLVH DJDLQVW VWI
DW VWD QBFREELQDWLRQ RI ODWHUDO DSSURDFK DQG IO\RYHU QRLVH OHYH
VWULQIJHQW &KDSWHU DSSOLHV WR QHZ DLUFUDIW FHUWLILHG IUF

&$(3 &KDSWHU

RI IOHH$2 &$(3 VWDQGDUGY DUH IRU 12[ HPLVVLRQV IURP DLUFUDIW HQJL(
DW VWDQIBUIHO®RUH VWULQJHQW 7KH &$(3 12[ VWDQGDUG DSSOLHV WR HQJL
b-DQXDU\

&$(3 &KDSWHU

RI IOHHWKH &$(3 VWDQGDUG DSSOLHV WR HQJLQHV PDQXIDFWXUHG IURP
DW VWDQGDUG




'DWDSRLQWYV IURP RWKHU OHJLVODWLRQ

'LVFORVXUH SRLQWY UHSRUWHG ZLWK DOLJQPHQW WR (656
%HQFKPDYM &OLPDWH

6)'5 3LOODWHIXODWLRQ /DZ
'LVFORVXUH UHTXLUHPHQW DQG UHODWHG GDWDSRLQW UHIHUHQWHIHUHQRMHIHUHQRHHIHUHQFH 3DJH QXPEHU
(656 *29 %RDUG V JHQGHU GLYHUVLW\ SDUDJUD&K G <
(656 *29 3HUFHQWDJH RI %RDUG PHPEHUV ZKR DUH <

LQGHSHQGHQW SDUDJUDSK H

(656 *29 O6WDWHPHQW RQ GXH GLOLJHQFH SDUDJXUDSK

(656 6%0 ,QYROYHPHQW LQ DFWLYLWLHY UHODWHG WRJRVVLO<IXHO DQG SDJHV RI

UHODWHG DFWLYLWLHYV SDUDJUDSK G L WKH $QQXDO UHSF
DQG DFFRXQWYV

(656 6%0 ,QYROYHPHQW LQ DFWLYLWLHY UHODW4G WR FKHPLRDO QRW PDWHULD

SURGXFWLRQ SDUDJUDSK G LL

(656 6%0 ,QYROYHPHQW LQ DFWLYLWLHY UHODWHG WR FRQWURYHUVLDO QRW PDWHULD

ZHDSRQV SDUDJUDSK G LLL

(656 6%0 ,QYROYHPHQW LQ DFWLYLWLHY UHODWHG WR FXOWL¥DWLRQ DQG QRW PDWHULD
SURGXFWLRQ RI WREDFFR SDUDJUDSK G LY

(656 ( 7UDQVLWLRQ SODQ WR UHDFK FOLPDWH QHXWUDOLW\ E\ <

SDUDJUDSK

(656 ( 8QGHUWDNLQJV H[FOXGHG IURP 3DULV DOLJQHG EHQFKPHUNYV

SDUDJUDSK J

(656 ( *+* HPLVVLRQ UHGXFWLRQ WDUJHWV SDUDJUDSK < <

(656 ( (QHUJ\ FRQVXPSWLRQ IURP IRVVLO VRXUFK GLVDJJUHJDWHG

E\ VRXUFHV RQO\ KLJK FOLPDWH LPSDFW VHFWRUV SDUDJUDSK

(656 ( (QHUJ\ FRQVXPSWLRQ DQG PL[ SDUDJUDSK<

(656 ( (QHUJ\ LOQOWHQVLW\ DVVRFLDWHG ZLWK DFWLYLWLHV LQ KLJK

FOLPDWH LPSDFW VHFWRUV SDUDJUDSKV  WR

(656 ( *URVV 6FRSH DQG WRWDO *+* HPLVVLROV SDUDJUDSK<

(656 ( *URVV *+* HPLVVLRQV LQWHQVLW\ SDUDJUBSKV <WR <

(656 ( *+* UHPRYDOV DQG FDUERQ FUHGLWYV SDUDJUDSK <

(656 (  ([SRVXUH Rl WKH EHQFKPDUN SRUWIROLR WR FOLPDWH WKHODWHG QRW GLVFORVH
SK\WLFDO ULVNV SDUDJUDSK VXEMHFW WR SKDV
(656 ( 'LVDJJUHJDWLRQ RI PRQHWDU\ DPRXQWYVY E\ DFXWH DQG QRW GLVFORVH
FKURQLF SK\VLFDO ULVN SDUDJUDSK D (656 ( /RFDWLRQ RI VXEMHFW WR SKDV
VLIJQLILFDQW DVVHWY DW PDWHULDO SK\VLFDO ULVN SDUDJUDSK F

(656 ( %UHDNGRZQ RI WKH FDUU\LQJ YDOXH RI LWV UHDO<HVWDWH DVVHWV QRW GLVFORVH
E\ HQHUJ\ HIILFLHQF\ FODVVHV SDUDJUDSK F VXEMHFW WR SKDV
(656 (  ([SRVXUH Rl WKH SRUWIROLR WR FOLPDWH<UHODWHG < QRW GLVFORVH!
RSSRUWXQLWLHV SDUDJUDSK VXEMHFW WR SKDV
(656 ( %UHDNGRZQ RI WKH FDUU\LQJ YDOXH Rl UKDO HVWDWH DVVHWV QRW GLVFORVH
E\ HQHUJ\ HIILFLHQF\ FODVVHV SDUDJUDSK F VXEMHFW WR SKDV
(656 ( 'HJUHH RI H[SRVXUH RI WKH SRUWIROLR WR FOLPDWH UHODWHG QRW GLVFORVH
RSSRUWXQLWLHV SDUDJUDSK VXEMHFW WR SKDV
(656 ( $PRXQW RI HDFK SROOXWDQW OLVWHG LQ $QQH[ ,, Rl WKH ( QRW PDWHULD

3575 5HIXODWLRQ (XURSHDQ 3ROOXWDQW 5HOHDVH DQG 7UDQVIHU
5HILVWHU HPLWWHG WR DLU ZDWHU DQG VRLO SDUDJUDSK

(656 ( :DWHU DQG PDULQH UHVRXUFHV SDUDJUDSK QRW PDWHULD
(656 ( '"HGLFDWHG SROLF\ SDUDJUDSK < QRW PDWHULD
(656 ( 6XVWDLQDEOH RFHDQV DQG VHDV SDUDJUEBSK QRW PDWHULD
(656 ( 7TRWDO ZDWHU UHF\FOHG DQG UHXVHG SDUWDJUDSK F QRW PDWHULD
(656 ( 7TRWDO ZDWHU FRQVXFPBWOR® WHPHQXH IURP QRW PDWHULD
RZQ RSHUDWLRQV SDUDJUDSK

(656 ,52 ( SDUDJUDSK DL < QRW PDWHULD
(656 ,52 ( SDUDJUDSK E < QRW PDWHULD
(656 ,52 ( SDUDJUDSK F < QRW PDWHULD
(656 ( 6XVWDLQDEOH ODQG DJULFXOWXUH SUDFWLFHV RU SROLFLHV QRW PDWHULD
SDUDJUDSK E

(656 ( 6XVWDLQDEOH RFHDQV VHDV SUDFWLFHV RU SROLFLHV QRW PDWHULD

SDUDJUDSK F

(656 ( 3ROLFLHVY WR DGGUHVYV GHIRUHVWDWLRQ §DUDJUDSK G QRW PDWHULD




$SSHQEHHRQWLQXHG

%HQFKPDWUSN &OLPDWH

6)'5 3LOODWHIXODWLRQ /DZ
'LVFORVXUH UHTXLUHPHQW DQG UHODWHG GDWDSRLQW UHIHUHQWHIHUHQRHIHUHQRHHIHUHQFH 3DJH QXPEHU
(656 ( 1RQ UHF\FOHG ZDVWH SDUDJUDSK G < QRW PDWHULD
(656 ( +D]DUGRXV ZDVWH DQG UDGLRDFWLYH ZDWWH SDUDJUDSK QRW PDWHULD

(656 6%0 6 5LVN RI LQFLGHQWYV RI IRUFHG ODERXU SDUDJUDSK |

(656 6%0 6 5LVN RI LOFLGHQWY RI FKLOG ODERXU SDUDJUDSK J

(656 6 +XPDQ ULJKWV SROLF\ FRPPLWPHQWY SDUDJUDSK

(656 6 'XH GLOLJHQFH SROLFLHY RQ LVVXHV DGGUHVVHG E\ WK#H
IXQGDPHQWDO ,QWHUQDWLRQDO /DERXU 2UJDQL]DWLRQ ,/2 &RQYHQWLRQV
WR SDUDJUDSK

(656 6 B3URFHVVHY DQG PHDVXUHV IRU SUHYHQWIQJ WUDIILFNLQJ LQ
KXPDQ EHLQJVY SDUDJUDSK

(656 6 :RUNSODFH DFFLGHQW SUHYHQWLRQ SROLF\ RU PDQDJHPHQW
VI\VWHP SDUDJUDSK

(656 6 *ULHYDQFH FRPSODLQWY KDQGOLQJ PHFKBRQLVPV SDUDJUDSK
F

(656 6 1XPEHU RI IDWDOLWLHY DQG QXPEHU DQGUDWH RI ZRUH
UHODWHG DFFLGHQWY SDUDJUDSK E DQG F

(656 6 1XPEHU RI GD\V ORVW WR LQMXULHV DFFLGHQWYV IDWDOLWLHYV RU LOOQHVYV
SDUDJUDSK H

(656 6 8QDGMXVWHG JHQGHU SD\ JDS SDUDJUDSK D <
(656 6 &(2 SD\ UDWLR SDUDJUDSK E <
(656 6 ,QFLGHQWYV RI GLVFULPLQDWLRQ SDUDJUBSK D

(656 6 1RQ UHVSHFW RI 81*3V RQ %XVLQHVV DQG +XPDQ 5LIJKWYV
DQG 2(&' JXLGHOLQHYV SDUDJUDSK D

(656 6%0 A6 6LJQLILFDQW ULVN RI FKLOG ODERXU RU IRUFHG ODERXU
LQ WKH YDOXH FKDLQ SDUDJUDSK E

(656 6 +XPDQ ULJKWV SROLF\ FRPPLWPHQWY SDUDJUDSK

(656 6 3ROLFLHY UHODWHG WR YDOXH FKDLQ ZRW&NHUV SDUDJUDSK

(656 6 1RQ UHVSHFW RI 81*3V RQ %XVLQHVV DQG<+XPDQ 5LIKWV
DQG 2(&' JXLGHOLQHYV SDUDJUDSK

(656 6 'XH GLOLJHQFH SROLFLHV RQ LVVXHV DGGUHVVHG E\ WKH
IXQGDPHQWDO ,QWHUQDWLRQDO /DERXU 2UJDQL]DWLRQ &RQYHQWLRQV WR
SDUDJUDSK

(656 6 +XPDQ ULJKWV LVVXHV DQG LQFLGHQWY FRQQHFWHG WR
XSVWUHDP DQG GRZQVWUHDP YDOXH FKDLQ SDUDJUDSK

(656 6 +XPDQ ULJKWV SROLF\ FRPPLWPHQWYV SDUDJUDSK QRW PDWHULD
(656 6 1RQ UHVSHFW RI 81*3V RQ %XVLQHVV DQG<+XPDQ 5LIJKWY¥ QRW PDWHULD
,/2 SULQFLSOHV RU DQG 2(&' JXLGHOLQHV SDUDJUDSK

(656 6 +XPDQ ULJKWV LVVXHV DQG LQFLGHQWYV SHUDJUDSK QRW PDWHULD

(656 6 3ROLFLHY UHODWHG WR FRQVXPHUV DQG HQG XVHUV SDURJUDSK

(656 6 1RQ UHVSHFW RI 81*3V RQ %XVLQHVV DQG<+XPDQ 5LIJKWV
DQG 2(&' JXLGHOLQHV SDUDJUDSK

(656 6 +XPDQ ULJKWV LVVXHV DQG LQFLGHQWYV S®UDJUDSK

(656 * 8QLWHG 1DWLRQV &RQYHQWLRQ DJDLQVW &«RUUXSWLRQ
SDUDJUDSK E

(656 * SURWHFWLRQ RI ZKLVWOHEORZHUYV SDUDJUYDSK G

(656 * )LQHV IRU YLRODWLRQ RI DQWL FRUUXSWLRQ DQG DQWL<EULEHU\
ODZV SDUDJUDSK D

(656 * B6WDQGDUGV Rl DQWL FRUUXSWLRQ DQG D@QWL EULEHU\
SDUDJUDSK E




7DEOH RI FRQWHQWY UHTXLUHG E\ 6SDQLVK /DZ

$UHDD (656 RU *5, UHIHUHQFHBDJHbQXPEHUDb

*HQHUDO ,QIRUPDWLRQb

%XVLQHVV PRGHO GHVFULSWLRQb (656 *29 (656 *29 DQG

2UJDQLVDWLRQ DQG VWUXFWXUHb (656 6%0 (656 6%8DJIHV RI WKH
(656 6%0 *$QQXDO UHSRUW D

ODUNHW SUHVHQFHb DEFRXQWYV

2EMHFWLYHVY DQG VWUDWHJILHVb
ODLQ IDFWRUV DQG WUHQGYV WKDW PD\ DITHFW IXWXUH SHUIRUPDQFHDb

5HSRUWLQJ IUDPHZRUN XVHGDb (656 %3

ODWHULDOLW\ DVVHVVPHQWb (656 ,52 (656 ,52
(656 6%0

6RFLDO DQG HPSOR\HH UHODWHG PDWWHUVD

ODQDJHPHQW DSSURDFKb

'"HVFULSWLRQ RI WKH DSSOLFDEOH SROLFLHVY DQG WKH UBYXOWRI| WEBHVH , SROLFLHV
(656 6%0 6
6

O0DLQ ULVNV UHODWHG WR WKHVH LVVXHV (656 ,52 (656 ,52 [ boc
(656 6%0 (656 *2%BDJIHV RI WKH
$QQXDO UHSRUW D
DFFRXQWYV

(PSOR\PHQWb

7TRWDO QXPEHU DQG GLVWULEXWLRQ RI HPSOR\HHV E\ V4[] D6H PFPRQWUDFW,W\SH 1 x &bl
WLPH SDUW WLPH SURIHVVLRQDO FDWHJRU\b

7TRWDO QXPEHU RI HPSOR\HHVY DQG GLVWULEXWLRQ E\ FRXQWU\ UHBLRQ*DQG (]
FROOHFWLYH EDUJDLQLQJ DJUHHPHQWD

7RWDO QXPEHU RI HPSOR\PHQW FRQWUDFWV GLVWULEXWLR® DQG,DQQXDP®, DYHUDJH
GIMMEXWG E\ J HQGHU DJ H DQG NRE FDWAJ RU b

7TRWDO QXPEHU DQG DWWULWLRQ UDWLR RI GLVPLVVDOV DQG YROXQWBY\ OHDYHUV B
JHQGHU bDJH DQG MRE FDWHJRU\b

$YHUDJH UHPXQHUDWLRQ EURNHQ GRZQ E\ JHQGHU DJH DQG MRE& FDWHJRU\b (|
6DODU\ JDSb 6 x5, (|
$YHUDJH UHPXQHUDWLRQ Rl %RDUG PHPEHUV DQG GL*BHFWRWY5/,b x5 6 OO
3ROLFLHV WR DOORZ HPSOR\HHVY WR GLVFRQQHFW IURP ZRUND 6 OO
1XPEHU Rl HPSOR\HHV ZLWK GLVDELOLWLHVD 6 O
:RUNLQJ RUJDQLVDWLRQb

'RUNLQJ KRXUV RUJDQLVDWLRQDb 6 OO
$EVHQWHHLVP UDWHVb 6 *5 (|
OHDVXUHV WR SURPRWH ZRUN OLIH EDODQFHb 6 6 O
+HDOWK DQG VDIHW\b

2FFXSDWLRQDO KHDOWK DQG VDIHW\ FRQGLWLRQVb 6 (|
1XPEHU Rl ZRUNSODFH DFFLGHQWY DQG DFFLGHQW UDWHY EURNHQ GRZ® E\ JHQGHURI[]
2FFXSDWLRQDO LOOQHVV FDVHVY EURNHQ GRZQ E\ JHQGHUD 6 OO
/IDERXU UHODWLRQVb

6RFLDO GLDORJXH RUJDQLVDWLRQb 6 O

3HUFHQWDJH RI HPSOR\HHV FRYHUHG E\ FROOHFWLYH DJUHHPHQWY BURNEBQ GRzQ O
FRXQWU\

5HVXOWYV RI FROOHFWLYH DJUHHPHQWY HVSHFLDOO\ LQ WKH ILHOG RI KBEDOWK DQG vBRIHW\b

'"HVFULSWLRQ RI WKH PHFKDQLVPY DQG SURFHGXUHV WKH FRPSDQ\ KDV 16Q SODFH WR [
SIRP RV VIKHLOYROHP HQWRI Z RINHWY LQ ViKH P DQDJ HP HOWRI VKH FRP SDQ 1Q
WHUPV RI LQIRUPDWLRQ FRQVXOWDWLRQ DQG SDUWLFLSDWLRQb

7UDLQLQJDb

3ROLFLHY LPSOHPHQWHGH 6 OO

7TRWDO QXPEHU RI WUDLQLQJ KRXUV EURNHQ GRZQ E\ HPSOR\HH FDWHJR&J\b O

8QLYHUVDO DFFHVVLELOLW\ RI SHRSOH ZLWK GLVDELOLWLHVD

8QLYHUVDO DFFHVVLELOLW\ RI SHRSOH ZLWK GLVDELOLWLHVb 6 6 OooO




$SSHQEHHRQWLQXHG

$UHDD (656 RU *5, UHIHUHQFHBDJHbQXPEHUDb

(TXDOLW\b

OHDVXUHV WDNHQ WR SURPRWH HTXDO WUHDWPHQW DQG RSSRUWXQIBWLH& EHwzHEHI O
ZRPHQ DQG PHQ

(TXDOLW\ SODQVb 6 6 oo
OHDVXUHV WDNHQ WR SURPRWH HPSOR\PHQWb 6 6 OoO
3URWRFROV DJDLQVW VH[XDO KDUDVVPHQW DQG RQ WKH EDVLV RI JHQGH Wb OonO
,QWHJUDWLRQ DQG XQLYHUVDO DFFHVVLELOLW)\ IRU SHUVRQV ZLWK GavDBsLoLwWLHIBO O
3ROLF\ DJDLQVW DOO W\SHV Rl GLVFULPLQDWLRQ DQG SROLF\ RQ GLYHUWLW\b oo

(QYLURQPHQWDO PDWWHUVD

ODQDJHPHQW DSSURDFKb

'"HVFULSWLRQ RI WKH DSSOLFDEOH SROLFLHVY DQG WKB586HVEDW IS5 KH32H SEEGBEFLHV o

.52 ( ( (
O0DLQ ULVNV UHODWHG WR WKHVH LVVXHV (656 *29 (656 ,52 OO0 DQG SDJHV
(656 ,52 (656 6%0 ( RI WKH
$QQXDO UHSRUW D
DFFRXQWYV
(QOYLURQPHQWDO PDQDJHPHQWbD
,QIRUPDWLRQ RI WKH FXUUHQW DQG IRUHVHHDEOH LPSDFW RI {685 &KRRSDQ{DV oo
DFWLYLWLHY RQbWKH HQYLURQPHQWbD
(QYLURQPHQWDO DVVHVVPHQW DQG FHUWLILFDWLRQ SURFHGXUHI{656 *29 0
5HVRXUFHV GHYRWHG WR HQYLURQPHQWDO ULVNV SUHYERBVLRI®D (656 ,52 ood
(656 ,52 (656 ,52 (
,PSOHPHQWDWLRQ RI WKH SUHFDXWLRQDU\ SULQFLSOHK656 *29 (656 ,52 ood
(656 ,52 (656 ,52 (
$PRXQW RI SURYLVLRQV DQG ZDUUDQWLHY IRU HQYLURQPHQWDEB B LYRY b ( oo

3ROOXWLRQD

OHDVXUHV WR SUHYHQW UHGXFH RU UHSDLU HPLVVLRQV LGFOXGLXJ QRLYHIBYG oL JkhiM
SROOXWLRQ b SROOXWLRQ QRW PDWHULDO

&LUFXODU HFRQRP\ DQG ZDVWH SUHYHQWLRQ DQG PDQDJHPHQWD

OHDVXUHV UHODWHG WR SUHYHQWLRQ UHF\FOLQJ UHXVH DQG RWKHB,IRUP RI ZDVWH O
UHFRYHU\ DQG GLVSRVDODb

$FWLRQV WR DYRLG IRRG ZDVWHb QRW PDWHULDO
6XVWDLQDEOH XVH RI UHVRXUFHVb

':DWHU FRQVXPSWLRQb QRW PDWHULDO

5DZ PDWHULDOV FRQVXPSWLRQb QRW PDWHULDO
'LUHFW DQG LQGLUHFW HQHUJ\ FRQVXPSWLRQb ( O
OHDVXUHV WR LPSURYH HQHUJ\ HIILFLHQF\b ( O
8VH RI UHQHZDEOH HQHUJ\b ( O
&OLPDWH FKDQJHb

5HOHYDQW DVSHFWV UHJDUGLQJ JUHHQKRXVH JDV HPLVVLRQV ( ( OO
OHDVXUHV WR DGDSW WR FOLPDWH FKDQJHbD ( 0
2EMHFWLYH UHODWHG WR JUHHQKRXVH JDV HPLVVLRQV UHGXFWLRQb ( ( [}
%LRGLYHUVLW\b

OHDVXUHV WR SUHVHUYH RU UHVWRUH ELRGLYHUVLW\b QRW PDWHULDO

,PSDFWV FDXVHG E\ DFWLYLWLHY RU RSHUDWLRQV LQ SURWHFWHG @QRWDPbWHULDO

7D[RQRP\

(8 7D[RQRP\ GLVFORVXUH 5HIJXODWLRQ RQ (8 7D[RQRPTI
(8b




$UHDD (656 RU *5, UHIHUHQFHBDJHbQXPEHUDb

5HVSHFW IRU KXPDQ ULJKWYV

ODQDJHPHQW DSSURDFK

'"HVFULSWLRQ RI WKH DSSOLFDEOH SROLFLHYV DQG WK VE®BW R6 WK&VH ROt EIlEM 1]

ODLQ ULVNV UHODWHG WR WKHVH LVVXHV (656 ,52 (656 ,52 OO bogoc
(656 6%0 (656 *28DJHV RI WKH
$QQXDO UHSRUW D
DFFRXQWYV

6SHFLILF FRQWHQWYV

,PSOHPHQWDWLRQ RI KXPDQ ULJKWV GXH GLOLJHQFH SURFHGEUHW 6 6 OOOCOO

OHDVXUHV WR SUHYHQW DQG PDQDJH SRWHQWLDO KXPDQ ULJBEWV ®EXWHYV 6 OO

5HSRUWHG FDVHV RI KXPDQ ULJKWV YLRODWLRQYV 6 |
3URPRWLRQ DQG FRPSOLDQFH ZLWK ,/2DV SURYLVLRQYV 6 O
(OLPLQDWLRQ RI IRUFHG RU FRPSXOVRU\ ODERXU 6 6 * oo

OO
(IHIHFWLYH DEROLWLRQ RI FKLOG ODERXU 6 6 OOocOc

$QWL FRUUXSWLRQ DQG EULEHU\ PDWWHUYV

ODQDJHPHQW DSSURDFK

'"HVFULSWLRQ RI WKH DSSOLFDEOH SROLFLHVY DQG WKH UAY&XOW RI WEH6/H ,5r o LEIEMIC]

(656 6%0  * * * (]
ODLQ ULVNV UHODWHG WR WKHVH LVVXHV (656 ,52 (656 ,52 OO booc
(656 6%0 (656 *2®BDJHV RI WKH

$QQXDO UHSRUW D
DFFRXQWYV

6SHFLILF FRQWHQWYV

OHDVXUHV WR SUHYHQW FRUUXSWLRQ DQG EULEHU\ 6 * * * oo™
OO

OHDVXUHV WR SUHYHQW PRQH\ ODXQGHULQJ 6 * * * OocOod
[ .|

&RQWULEXWLRQV WR QRW IRU SURILW RUJDQLVDWLRQV QRW PDWHULDO

2WKHU LQIRUPDWLRQ RQ WKH &RPSDQ\

ODQDJHPHQW DSSURDFK

'"HVFULSWLRQ RI WKH DSSOLFDEOH SROLFLHV DQG WKH UHVXOW RI WKHvI sSRoLFLHvVO

ODLQ ULVNV UHODWHG WR WKHVH LVVXHV (656 ,52 (656 ,52 OO bogoc
(656 6%0 (656 *28DJHV RI WKH
$QQXDO UHSRUW D
DFFRXQWV

&RPPLWPHQW WR VXVWDLQDEOH GHYHORSPHQW

,PSDFW RI WKH &RPSDQ\DV DFWLYLWLHYV RQ HPSOR\PHQW DQG ORFDO CBHYH’ORSIEE\%D

,PSDFW RI WKH &RPSDQ\DV DFWLYLWLHY RQ ORFDO SRSXODWLRQV R@®% WBWHIWWMROLHYV A

S5HODWLRQV ZLWK DFWRUV LQ WKH ORFDO FRPPXQLWLHY DQG IRUPWRWHRDWBHERBQW A
ZLWK WKHP

SDUWQHUVKLS RU VSRQVRUVKLS DFWLRQV QRW PDWHULDO A

6XVWDLQDEOH VXSSO\ FKDLQ PDQDJHPHQW

,QFOXVLRQ RI VRFLDO JHQGHU HTXDOLW\ DQG HQYLURQPHQWDO LVVXHV 6Q WKH I .|
SURFXUHPHQW SROLF\

&RQVLGHUDWLRQ RI VXSSOLHUVD DQG VXEFRQWUDFWRUVD VRFLDO DG HQYLUHQJ Wb o
UHVSRQVLELOLW\ LQ UHODWLRQV ZLWK WKHP O
6XSHUYLVLRQ DQG DXGLW V\VWHPV (656 *29 (656 *29  * OO
&RQVXPHU UHODWLRQVKLS PDQDJHPHQW

OHDVXUHV WR SURWHFW FRQVXPHU KHDOWK DQG VDIHW\ QRW PDWHULDO
&ODLPV VI\VWHPV DQG FRPSODLQWYV (656 6%0 6 OCOocadn
&RPSODLQWY UHFHLYHG DQG WKHLU RXWFRPH 6 OO
7D[ LQIRUPDWLRQ DQG WUDQVSDUHQF\

3URILWY EURNHQ GRZQ E\ FRXQWU\ x5 O
&RUSRUDWH LQFRPH WD[ SDLG x5 O

3XEOLF VXEVLGLHV UHFHLYHG *5, $FFRXQWLQJ FuLwHuLDO




(8 7TD[RQRP\

(8 7D[RQRP\

2YHUYLHZ :KLOH WKH *URXS LV VXSSRUWLYH RI HIIRUWV WF
.KDW LV WKH (8 7D[RQRP\ 5HJXODWLRQ" LQFUHDVH WKH FRPSDUDELOLW\ RI FOLPDWH GLV

5HIXODWLRQ (8 WKH C(8 7D[RQRP\ 5HJX HG VFRSH R'RWKH (8 LDéFéQoRFfI\ SQL’JXLOQE
DbIUDPHZRUN WR LGHQWLI\ DQG WR IDFLOLWD W% g@@WLRQ Rl oS
DFURVY WKH (8 7KLV IUDPHZRUN RSHUDWHV Wi \% UHYHQW W OLE e
VAVWHP IRU GHWHUPLQLQJ ZKHQ DQ HFRQRPLF¥FW LR DELOLWL L DOb A
FRQVLGHUHG HQYLURQPHQWDOO\ VXVWDLQDEOH QF Q é/ é\glﬁb&Fumw &R ORW 1DC
WR SURPRWH D WUDQVLWLRQ WR D JHUR FDUE \éﬁ

UHJXODWLRQ DLPV WR JXLGH IXQGLQJ WRZDU é RXL;ROZRH%JSV\(J:%PXFSV)\(/
WKH FOLPDWH FULVLV DQG SUHYHQW IXUWKHU % QFLQJ Rl ODUJH
,W DLPV WR HQFRXUDJH LQYHVWPHQW LQbD O R

FUHDWLQJ FRPPRQ GHILQLWLRQV RI VXVWDLQ EHJ?JRZTNHKDRG;GV\II_I\(NHLi%?NOL

GLVFORVXUHV WR KHOS LQYHVWRUV PDNH LQI RXQW DQ LQGLYLGXDO FRPSDQ\

+RZ GRHV LW ZRUN" LQ FODVV DLUFUDIW DV ZHOO DV WKH DELOLW\ W
7KH (8 7TD[RQRP\ 5HIXODWLRQ LQFOXGHV HFRQRIP DO DFNIG HWRQQWPLF DFWLYLWLHV IRU HDFK .3,
DJDLQVW ZKLFK FRPSDQLHV FDQ UHSRUW WK H IO BEIXW WHHH/  URPYSDWL WE HYLWY WR IXOO\ H[SUHVV
7KHVH HFRQRPLF DFWLYLWLHY DUH WKHQ VFUMHHWEHD YOURAW WKRQ WR D ORZ FDUERQ HQYLUR
WHFKQLFDO FULWHULD RI HDFK RI WKH HQYLURMAXOWDD RFRVEPRL VISV DLdlcsF SHUIRUPDQFH WR
PLQLPXP VDIHJXDUG UHTXLUHPHQWY WR DUULYR DWRERY WHRQRY\ LV XQLTXH WR WKH DYLDWL
DOLJQHG DFWLYLWLHV GLOXWHV WKH LPSDFW RI WKH WD[RQRP\ LQbGUL

DW DQ LQGLYLGXDO FRPSDQ\ OHYHO
+DYLQJ LGHQWLILHG WKH UHOHYDQW HOLJLEOH HFRORPLF DFWLYLWLHV

WKHb*URXS FDOFXODWHY DQG UHSRUWYV WKH D& KIPgHGETYHYH X H DWXKQRRYBEHIXODWLRQ LQ
FDSLWDO H[SHQGLWXUH FDSH[ DQG RSHUDWL®Q H{ZERARGLWWKH RKIRSHDQ &RPPLVVLRQ DGRSW

FROOHFWLYHO\ UHIHUUHG WR DV WKH (8 7D[RQRRIWXBDW LIRY (WK H ZKLFK DPHQGHG '"HOHJDWH
ILQDQFLDO \HDU (8 7KH DPHQGPHQWYV VLPSOLI\ WKH DSSOL

(8 7D[RQRP\ 5HIXODWLRQ DLPLQJ WR UHGXFH DG
7TKH UHSRUWLQJ VFRSH EXUGHQV ZKLOH SUHVHUYLQJ LWV FOLPDWH DQG

7KH (8 7D[RQRP\ 5HIJXODWLRQDV UHSRUWLQJ VFRZHHFREEPMIMWNH LQWURGXFH D PDWHULDOLW\ V
*URXSDV EXVLQHVV DFWLYLWLHV EDVHG RQ WKHSKRRRH §¥ RQ HFRQRYIRAE DFWLYLWLHV IRU HDFK ..

Y
FROVROLGDWLRQ DV WKH FRQVROLGDWHG ILQBREL B ¥ MOMHE HQMOR \DGMXY WA UHP HQWYV
IRU WKH YDULRXVY QDUURZHU VFRSH GHILQLWLRQV RI WKH (8 7D

5HJXODWLRQ 7KH SHULRG IRU WKH (8 7D[RQRRQS|PI©5(3©WW|R
\HDU WR '"HFHPEHU VSHFLILF HJ
ZKHUH WKR

RQ
HL , X 0D
7KH *URXSDV HOLJLEOH DFWLYLWLHV SULQFLSBQ&\XS/IﬁéDQ/\QIﬂMV\(/I&@%W\)@%HYXLSPHQW RQ
052 RSH
H

RI RXU DLUOLQH RSHUDWLRQV DQG DVVRFLDWHG 52 UDWLRQV

*URXS ZLOO FRQWLQXH WR PRQLWRU RQJRLC
7KH UHSRUWLQJ EDVLV RI WKH (8 7D[RQRP\ 5HW|@PPBN/M—|&Q\/QLU'U‘UJG/DQ\ XSGDWHV DQG JXLGDQFH
IURP WKDW Rl RXU FRQVROLGDWHG ILQDQFLDOy )‘(/WF@RQH@MLK/K/H_%DUH
SUHSDUHG LQ DFFRUGDQFH ZLWK QWHUQDWLRQDO JLQDQFLDO 5HSRUWLQJ
6WDQGDUGV ,)56 DV DGRSWHG E\ WKH (8 6XFXBWKHYH@OHFWDPLOV UHIDUGLQJ WKH DSSOLFDWLF

LQFOXGH EXW DUH QRW OLPLWHG WR QRW UHW@@QEVL@JDWWHYLL@M-H"\)‘/WD’ MWLYHQ EHORZ LQ WK
LQ RU UHVXOWY IURP HTXLW\ DFFRXQWHG LQYRS@PHOWWD @G LAHOWKIyDYLDWLRQ HFRQRPLF DF)\
DbYHU\ QDUURZ VFRSH GHILQLWLRQ IRU RSH[ 7KHVH DQG RWKHU

GLIIHUHQFHV UHVXOW LQ ORZHU UHSRUWHG HOLJLEOH WXUQRYHU FDSH]

DQGbRSH[ XQGHU WKH (8 7D[RQRP\ 5HIXODWLRQ ZKHQ FRPSDUHG

WR RWKHU ILQDQFLDO DQG VXVWDLQDELOLW\ GLVFORVXUHYV



6QDSVKRW RI HOLJLEOH DQG DOLJQHG DFWLYLWLHV
JRU WKH \HDUV WR 'HFBERBHU WKH *URXSDV HOLJLEOH DQG DOLJQHG .3,V ZHUH DV IROORZV

(OLJLEOH $0LIQHG
$EVROXWH $EVROXWH
<HDU WR 'HFHPEHU Q PLOOLR®@I GHQRPLQDWRU Q PLOOLR®@I GHQRPLQDWRU
7TXUQRYHU
&DSH]
2SH]
(OLJLEOH $OLIQHG
$EVROXWH $EVROXWH
<HDU WR 'HFHPEHU Q PLOOLR®I GHQRPLQDWRU Q PLOOLR®I| GHQRPLQDWRU
7TXUQRYHU
&DSH]
2SH]
5HVXOWYV IRU KDYH EHHQ UHVWDWHG WR FRQIRUP ZLWK WKH FXUUHQW EDVLV RI SUHVHQWDWLRQ ZKHU

WKH *URXS KDYH EHHQ GLVFORVHG

8QGHUVWDQGLQJ WKH (8 7D[RQRP\ 5HIXHA® ADIRIRP\ 5HIXODWLRQ DOVR VHWV RXW IF
%DVLV RI SUHSDUDWLRQ FRQGLWLRQV WKDW DQ HFRQRPLF DFWLYLW\ PXV

\ U HQWDOO\ VXVWDLQDEOH D
wé&%#Q%E%?\)&EG\%DQ\/ﬁWD[RQRP\ DOLJQHG

7KH *URXS SUHSDUHV LWV GLVFORVXUHV LQ DE

'"HOHJDWHG $FW (8 HQDFWHG -XQH
DVVRFLDWHG '"HOHJDWHG 5HJXODWLRQ (8 0 DINLFWIH @ X EXODQWLDO FRQWULEXWLRQ WR D!
WKH DPHQGPHQWY WR 'HOHJDWHG 5HIJXODWILRQA YURQPHQWDO REMHFWLYH
HQDFWHG 1RYHPEHU WKH '"HOHJDWHG 5HIRIAQIWIR Y LUSQLILFDQW KDUP WR DQ\ RI WKH RW
HQDFWHG -XO\ UHIHUUHG WR DV WK# YARHROQPHOWDO REMHFWLYHV

'"HOHJDWHG 5HIJXODWLRQ VHYHUDO &RPPLVVLRQRPRWLEHY FIRMAVPLQLRXP VDIHIXDUGV DQG
DQVZHUV WR IUHTXHQWO\ DVNHG TXHVWLRQV W&RHP B Q QO \WXKS WKW HEHWDLOHG WHFKQLFDO V
(8 7TD[RQRP\ 8VHU *XLGH DQG WKH (8 7D[RQRP\ &RIPWBRXW LQ WKH (8 7D[RQRP\ 5HIXODWLRQ GH
DbZHEVLWH WKDW RIIHUV D UDQJH Rl RQOLQH WRROV WR HQDEOH XVHUV

WRbEHWWHU XQGHUVWDQG WKH (8 7D[RQRP\ sHPXBRWPR ¢ Bbd WRH
DVVRFLDWHG UHSRUWLQJ REOLJDWLRQV 7KH (8 7D[RQRP\ 5HIXODWLRQ GHILQHV WD[RQRP
HFRQRPLF DFWLYLWLHY DV WKRVH DFWLYLWLHV

.Q DFFRUGDQFH ZLWK WKH GLVFORVXUH UHTXLUHPHQWVRIVEKWBFRHHPHQWLRQHG HFRQRPLF
RIbBWKH (8 7D[RQRP\ 5HIJXODWLRQ WKH *URXS BRQH WR¥ WHKDPW 6 XFK DFWLYLWLHY DUH HOLJLEO
LWbGRHV QRW FDUU\ RXW IXQG RU KDYH H[SRYXKWHVWKR @HFROREPREFUHHQLQJ FULWHULD RU

IRVVLO JDV UHODWHG DFWLYLWLHV

7KH PRVW LPSRUWDQW RI WKRVH ZKLFK UHODWF
7KH (8 7TD[RQRP\ 5SHIXODWLRQ IUDPHZRUN VHFWRU DUH WKRVH DFWLYLWLHV DVVRFLDWHG
7KH (8 7TD[RQRP\ 5HIXODWLRQ HVWDEOLVKHV PpPBEYXHOEWRHIGQ) RI DLUFUDIW DQG LL SDVVHQIJ
DQGbSUHVFULSWLYH HFRQRPLF DFWLYLWLHV DFURMYUS KN IROWRZLQJ

VL[IbHQYLURQPHQWDO REMHFWLYHV
., DQ DFWLYLW\ LV QRW LQFOXGHG LQ WKH (8 7D]

&OLPDWH FKDQJH PLWLIJDWLRQ WKHQ LW LV QRW FRQVLGHUHG WR EH HOLJLEOH
&OLPDWH FKDQJH DGDSWDWLRQ IRUbHOLJLEOH VSBQB V8W RXW LQ WKH WDEOH E
6XVWDLQDEOH XVH DQG SURWHFWLRQ RI ZDWHU DQG PDULQH UHVRXUFHV
7UDQVLWLRQ WR D FLUFXODU HFRQRP\
3ROOXWLRQ SUHYHQWLRQ DQG FRQWURO DQG
3URWHFWLRQ DQG UHVWRUDWLRQ RI ELRGLYHUVLW\ DQG HFRV\VWHPV



(8 7TD[RQRFRQWLQXHG

,GHQWLILHG HFRQRPLF DFWLYLWLHV RI WKH *URXS

JRU WKH *URXS KDV LGHQWLILHG D WRWDO RI HFRQRPLF DFWLYLWLHY DV HOLJLEOH IRU U
WZR RI WKHVH HFRQRPLF DFWLYLWLHY DUH FRQVLGHUHG PDWHULDO IRU UHSRUWLQJ SX

DFWLYLWLHY DUH FRQVLGHUHG LPPDWHULDO DQG QRW UHSRUWHG DJDLQVW 7KH HOLJLEOH HF

ODWHULDO HFRQRPLF DFWLYLWLHV

$YLDWLRQ

ODQXIDFWXULQJ RI DLUFUDIW &0

3DVVHQJHU DQG IUHLJKW DLU WUDQVSRUW &0

,PPDWHULDO HFRQRPLF DFWLYLWLHYV

$YLDWLRQ

$LU WUDQVSRUW JURXQG KDQGOLQJ RSHUDWLRQV &0

&RQVWUXFWLRQ DQG UHDO HVWDWH DFWLYLWLHYV

5HQRYDWLRQ RI H[LVWLQJ EXLOGLQJV &0

$FTXLVLWLRQ DQG RZQHUVKLS RI EXLOGLQJV &0

,QVWDOODWLRQ PDLQWHQDQFH DQG UHSDLU RI HQHUJ\AHIILFLHQF\ HTXLSPHQW &0
,QVWDOODWLRQ PDLQWHQDQFH DQG UHSDLU RI FKDUJLQJ VWDWLRQV IRU HOHFWULF YHKLFOHV L
,QVWDOODWLRQ PDLQWHQDQFH DQG UHSDLU RI UHQHZDEOH HQHUJ\ WHFKQRORJLHV &0

(QHUJ\

(OHFWULFLW\ JHQHUDWLRQ XVLQJ VRODU SKRWRYROWDLF WHFKQRORJ\ &0

,QIRUPDWLRQ DQG FRPPXQLFDWLRQ

'DWD GULYHQ VROXWLRQV IRU JUHHQKRXVH JDV HPLVVLRQV UHGXFWLRQV &0

THFKQLFDO VFLHQWLILF DQG SURIHVVLRQDO DFWLYLWLHYV

S5HVHDUFK LOWR LQQRYDWLYH ORZ FDUERQ WHFKQRORJLHV &0

7TUDQVSRUW

7TUDQVSRUW E\ PRWRUELNHV SDVVHQJHU FDUV DQG OLJKW FRPPHUFLDO YHKLFOHV &0
S8UEDQ DQG VXEXUEDQ WUDQVSRUW URDG SDVVHQJHU WUDQVSRUW &0

:DWHU VXSsO\ VHZHUDJH ZDVWH PDQDJHPHQW DQG UHPHGLDWLRQ

'"HSROOXWLRQ DQG GLVPDQWOLQJ RI HQG RI OLIH SURGXFWV &(

ODQXIDFWXULQJ

6DOH RI VSDUH SDUWV &(
BUHSDUDWLRQ IRU UHXVH RI HQG RI OLIH SURGXFWY DQG SURGXFW FRPSRQHQWYV &(

.H\ &% A FOLPDWH DGDSWDWLRQ &0 A FOLPDWH PLWLIJDWLRQ &( A FLUFXODU HFRQRP\

,Q SUDFWLFDO WHUPV LGHQWLI\LQJ WD[RQRP\'R GLR L\EIQIH) HAR-@RPUFK D U P
DFWLYLWLHV LV WKH ILUVW VWHS WRZDUGV D VARIHWIKHUWAKHWWROLRQPHQWHULD WR DVVHVV LI D¢
RIPHFRQRPLF DFWLYLWLHY DJDLQVW WKH WHFIFQQR/\QQ_E/EWHHQM@JDE\UDWHUWDRQH Rl WKH (8 7D[F

,Q DGGLWLRQ FRPSDQLHVY DUH UHTXLUHG WR ﬁ q YS\\//V V\\IIVKKHH :g;éVRHPULLFDDl
KRZ WD[RQRP\ HOLJLEOH WXUQRYHU FDSH[RU J DO\ RI WKH RWKHU ILY
FRXQWHG ZKHUH WKH DFWLYLWLHV RI WKH *URFz( L§'§

FULWHULD GLIIHU E\ HFERC
WKDQbRQH HFRQRPLF DFWLYLW\ DQGbE\ HQYLURQPHQWDO REMHFWLYH
7D[RQRP\ DOLJQHG

$OLEUHDFK RIWKH '16+ FULWHULD ZRXOG DXWRF

$ WD[RQRP\ DOLJQHG DFWLYLW\ LV RQH WKDW b/#w{\}ﬁﬁM\QIWIRIﬂ,FE(fl_' HOYLURQPHQWDOOL VX

HOLJLELOLW\ FRQWULEXWHV VXEVWDQWLDOO HGRDY W \IIDVQH B{/%"]ME! L[HG DEWLYLWLHY ¢

HQYLURQPHQWDO REMHFWLYHV GRHV QR VLJQII.RI g ég)/v WRH 'RWKH

HQYLURQPHQWDO REMHFWLYHV DQG FRPSOLHYV z H PEOLPXP

VDIHIJXDUGV 'HWDLOV RQ VXEVWDQWLDO FRQWGQ LEXGLLRIOR G5 RWVER WH JIUHLFDQWIHQHULF '16+ FU

KDUP '16+ DQG PLQLPXP VDIHIJXDUGV DUH JLYWRbDIOOREFRQRPLF DFWLYLWLHV EHLQJ L FOL
LL bZDWHU DQG PDULQH UHVRXUFHV LLL SROO

6XEVWDQWLDO FRQWULEXWLRQ RO UHJDUGLQJ WKH XVH DQG SUHVHQFH R

7KH (8 7D[RQRP\ 5HIXODWLRQ SURYLGHYV GHWDkQ?—b(‘SLy%\ﬁ,\qWWQﬁ(VdEb G UHVWRUDWLRO Rl ELRGL"

FRQWULEXWLRQ FULWHULD WR HQVXUH WKDW WKdh/RV) |1Hg)|\_l\{:H|5UI|-_I QJQBLBSSO\ WR VHYHUDO R
DFWLYLW\ KDV HLWKHU D VXEVWDQWLDO SRVLW’;M?FHELS WRY RRH B! W

VL[ DIRUHPHQWLRQHG HQYLURQPHQWDO REMHFWLYHV RU VXEVWDQWLDOO\
UHGXFHV WKH QHJDWLYH LPSDFW RQ WKH HQYLURQPHQW 7KH PRVW
UHOHYDQW REMHFWLYH IRU WKH *URXS LV FOLPDWH PLWLJDWLRQ KRZHYHU
WKH FDWHJRULHV RI FLUFXODU HFRQRP\ SROOXWLRQ SUHYHQWLRQ
DQGbZDWHU DOVR KDYH UHOHYDQW DFWLYLWLHV IRU WKH *URXS
7KHVHbVXEVWDQWLDO FRQWULEXWLRQ FULWHULD YDU\ E\ HFRQRPLF
DFWLYLW\ DQGbHDFK HFRQRPLF DFWLYLW\ FDQ DSSO\ WR PRUH WKDQ
RQHPHQYLURQPHQWDO REMHFWLYH



OLQLPXP VDIHIXDUGV &DSH[ SODQ

7KH (8 7D[RQRP\ 5HIXODWLRQ GHILQHV WKH PLTKH X MDRQIRPUSBWIXODWLRQ SHUPLWYV FDSH[ DC
DV GXH GLOLJHQFH DQG UHPHG\ SURFHGXUHV WRBHIHPH® \WMGVB{RQRP\ DOLJQHG ZKHQ VXFK H[S
DbFRPSDQ\ WKDW LV FDUU\LQJ RXW DQ HFRQR MRUFDDERMOLYH WS AMORUGHADSH] SODQ LV GHILQHG D
WRbHQVXUH DOLJQPHQW ZLWK WKH 2UJDQLVDWLRY MR HFRD®E WKH *URXSDV WD[RQRP\ DOLJQ}
&RRSHUDWLRQ DQG 'HYHORSPHQW *XLGHOLQH\ FRUL VXWMH\Q RW VRR) XSJUDGH SUH H[LVWLQJ WD]
(QWHUSULVHV 2(&' 01(V DQG WKH 81 *XLGLQJHBERQRPEOHWWQRYLWLHY WR WD[RQRP\ DOLJQHG F
%XVLQHVV DQG +XPDQ 5LJKWV 81*3 7KH ODWIMMIKLQ FID KIGHV\WBHW SHULRG ,Q DGGLWLRQ WKH
SULQFLSOHV DQG ULJKWV VHW RXW LQ HLJKW EH KIS WRIDHIXEEPPRQWHDRHQW DQG GHWDLOHG D
FRQYHQWLRQV LGHQWLILHG LQ WKH ,/2 "HFOD UDMFLIRRIRR L V BIF WX GW P HDGIW B O

LQFLSOHV D LIJKWV DWb:RUN D WKH ,QWHUQDWLRQDO %L R
igng ELOJKWVQG >tJ b:RU Q€ QR BRERRPEH PWBP WA RI GHILQLWLRQV DQG

SHUWDLQLQJ WR FDSH[ SODQV ZLWKLQ WKH (8 7D
7KH *URXS FRPSOLHV DW DOO WLPHV ZLWK WKMW KH FXYRXISPHIMVNOHFWHG QRW WR UHSRUW DQ\ F
RIbBWKHb2(&' 01(V ,Q DGGLWLRQ WKH *URXS FRMDVRRBV NBIVISHFGVDV D UHVXOW Rl WKH FDSHJ ¢
DQGbWKH XSKROGLQJ RI KXPDQ ULJKWV DV D FULWLFDO FRUQHUVWR?:H
RIbBLWYV RSHUDWLRQV DQG WKLV LV HPEHGGHG ZOWLOWWR  R6@Y RQLFLDOOY HOLJLEOH DQ
FRQGXFW 7KH *URXS FRQVLGHUV WKDW LW FRBPIOMNHVY ZVWWMKHWKM @GB8U WKHb(8 7TD[RQRP\ |

$FFRUGLQJO\ WKH *URXS FRQVLGHUV WKDW D<36H\AF{%?<Q€5[/F‘3|9\RW6@J'LWWLRQ UHTXLUHV WKH UH
X?éb WYXy 6

DFWLYLWLHV DUH FRPSOLDQW ZLWK WKH PLQLP LWK WXUQRYHU FDSH[ DQG RSHI

UHTXLUHPHQWYV RI WKH (8 7D[RQRP\ 5HIXODWLR DOLJQHG DFWLYLWLHV 7KHVH .3,V GLIITHU W
E\BWKH *URXS LQ DVVHVVLQJ DQG PRQLWRULQJ \
7HFKQLFDO VFUHHQLQJ FULWHULD SHUIRUPDQFH DQG VKRXOG RQO\ EH FRQVLGHUHC

(DFK RI WKH GHWDLOHG WHFKQLFDO VFUHHQLQRBWHKNWHH (BL DD PRRERPY HIDIKODWLRQ (DFK .3, LV FI
HQYLURQPHQWDO REMHFWLYH DUH EDVHG RQ WWHhQRRRYWWOBWWHWRORM. RWHG ZLWK WKH HOLJLEOH
HQYLURQPHQWDO SHUIRUPDQFH DV RSSRVHG WO WO QWMLIHVL RRKOHDL QK WHLYDWRHYV GLYLGHG E\ WK
RU DOWHUQDWLYH DFFHSWDEOH DSSURDFKHV

.Q FH v HY K

UHTXLUHPHQWYV JR VLJQLILFDQWO\ EH\RQG RWR'?H %%Zogv' Yi\?gﬁ (8 73[RQRP\ SHJIX
DQG ZKDW LV WKHRUHWLFDOO\ WHFKQLFDOO\ %"g% %% l@ % b Jg@g@—iLD VWDWHPHQYV
DW WKH UHSRUWLQJ GDWH D ZLWK,) GLITHUHQFHV L

OLPLWHG WR QRW UHFRJQLVLQJ WKH LQYHVWPH
'XH WR WKHLU FRPSOH[LW\ DQG UHOLDQFH RQ K& XWD QEFFRED WHIGHL QY HVWPHQWY DV ZHOO DV
WHFKQLFDO VFUHHQLQJ FULWHULD FDQ EH GLIILGKIQW LWR R Q VIRH LRSSLH W 7 KINW'GH FLO® ®WKHU GLIIHUH
IRU DFWLYLWLHV DQG NH\ VXSSOLHUV EDVHG RMVSRILGWHbHG WHB{Q@RYHU FDSH[ DQG RSH[ XQGHU W

5HIXODWLRQ ZKHQ FRPSDUHG WR RWKHU ILQDQF

7TXUQRYHU .3,

7KH WXUQRYHU .3, FRPSULVHV WKH WRWDO UHYHQXH OLQH IURP WKH LQFRPH VWDWHPHQW RI V
GHWDLOHG EHORZ

<HDU WR 'HFHPEHU

Q PLOOLRQ

3DVVHQJHU UHYHQXH

&DUJR UHYHQXH

2WKHU UHYHQXH

7RWDO WD[RQRP\ WXUQRYHU GHQRPLQDWRUYV

7KH IROORZLQJ WDEOH SURYLGHV D VXPPDU\ RI WKH WD[RQRP\ HOLJLEOH DQG WD[RQRP\ DOLJQ
ERWKbDV DEVROXWH ILIXUHV EHLQJ WKH QXPHUDWRU DQG DV D SHUFHQWDJH RI WKH DIRUHP}

1RQ DVVHVVHG DFWLYLWL

(OLJLEOH $OLIJQHG FRQVLGHUHG LPPDWHULD
$EVROXWH RI $EVROXWH RI $EVROXWH RI
<HDU WR  'HFHPEHU Q PLOOLRIQRPLQDWRUQ PLOOL®RIYQRPLQDWRUQ PLOOL®RQRPLQDWRU
3DVVHQJHU DQG IUHLJKW DLU WUDQVSRUW QD QD
ODQXIDFWXULQJ RI DLUFUDIW A A QD QD
$LU WUDQVSRUW JURXQG RSHUDWLRQV Q D QD QD QD

7TRWDO WD[RQRP\ HOLJLEOH DQG DOLJQHG WXUQRYHU

1RQ DVVHVVHG DFWLYLWL

(OLJLEOH $0OLIJQHG FRQVLGHUHG LPPDWHULDC
$EVROXWH RI $EVROXWH RI $EVROXWH RI
<HDU WR 'HFHPEHU Q PLOOLRIQQRPLQDWRUQ PLOOLRWQRPLQDWRUQ PLOOL®RKWQRPLQDWRU
3DVVHQJHU DQG IUHLJKW DLU WUDQVSRUW QD QD
ODQXIDFWXULQJ RI DLUFUDIW A A QD QD
$LU WUDQVSRUW JURXQG RSHUDWLRQV Q D QD QD QD

7TRWDO WD[RQRP\ HOLJLEOH DQG DOLJQHG WXUQRYHU

5HVXOWYV IRU KDYH EHHQ UHVWDWHG WR FRQIRUP ZLWK WKH FXUUHQW EDVLV RI SUHVHQWDWLRQ ZKHU
RIbWKH *URXS KDYH EHHQ GLVFORVHG



(8 7TD[RQRFRQWLQXHG

&DSH[ .3,

7KH FDSH[ .3, FRPSULVHV WKH $GGLWLRQV WR SURSHUW\ SODQW DQG HTXLSPHQW QRWH R
DQGbLQWDQJLEOH DVVHWV QRWH Rl WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY 7KH GF

<HDU WR 'HFHPEHU
Q PLOOLRQ

$GGLWLRQV WR SURSHUW\ SODQW DQG HTXLSPHQW QRWH
$GGLWLRQV WR LQWDQJLEOH DVVHWY QRWH
7RWDO WD[RQRP\ FDSH[ GHQRPLQDWRUYV

7KH QXPHUDWRU IRU DOLJQHG FDSH[ LQFOXGHY WKRVH H[SHQGLWXUHYV LQFOXGHG LQ WKH GHQ
WRbWD[RQRP\ DOLJQHG HFRQRPLF DFWLYLWLHY LL SDUW RI WKH FDSH[ SODQ WR H[SDQG WD]
HOLJLEOH HFRQRPLF DFWLYLWLHY WR EHFRPH WD[RQRP\ DOLJQHG RU LLL WKH SXUFKDVH RI |
+RZHYHU JLYHQ WKH XQFHUWDLQW\ RI GHILQLWLRQV DQG ODFN RI JXLGDQFH SHUWDLQLQJ WR
WRbUHSRUW ILQDQFLDO GDWD UHODWLQJ WR WD[RQRP\ DOLJQHG HFRQRPLF DFWLYLWLHYV

7KH IROORZLQJ WDEOH SURYLGHV D VXPPDU\ RI WKH WD[RQRP\ HOLJLEOH DQG WD[RQRP\ DOLJQ
DVbDEVROXWH ILIJIXUHV EHLQJ WKH QXPHUDWRU DQG DV D SHUFHQWDJH RI WKH DIRUHPHQWLR

1RQ DVVHVVHG DFWLYLWL

(OLJLEOH $OLIJQHG FRQVLGHUHG LPPDWHULD(
$EVROXWH RI $EVROXWH RI $EVROXWH RI
<HDU WR 'HFHPEHU Q PLOOLR®QRPLQDWRUQ PLOOLRMPQRPLQDWRUQ PLOOLRKMQRPLQDWRU
3DVVHQJHU DQG IUHLJKW DLU WUDQVSRUW QD QD
$LU WUDQVSRUW JURXQG RSHUDWLRQV Q D QD QD QD
7RWDO WD[RQRP\ HOLJLEOH DQG DOLJQHG FDSH]J
1RQ DVVHVVHG DFWLYLWL
(OLJLEOH $OLIJQHG FRQVLGHUHG LPPDWHULDC
$EVROXWH RI $EVROXWH RI $EVROX3WUFHQWDJH RI
<HDU WR 'HFHPEHU Q PLOOLR®QRPLQDWRUQ PLOOLRMQRPLQDWRUQ PLOOLRKMQRPLQDWRU
3DVVHQJHU DQG IUHLJKW DLU WUDQVSRUW QD QD
$LU WUDQVSRUW JURXQG RSHUDWLRQV Q D QD QD QD

7TRWDO WD[RQRP\ HOLJLEOH DQG DOLJQHG FDSH|

5HVXOWYV IRU KDYH EHHQ UHVWDWHG WR FRQIRUP ZLWK WKH FXUUHQW EDVLV RI SUHVHQWDWLRQ ZKHU
WKH *URXS KDYH EHHQ GLVFORVHG

2SHJ[ .3,

7KH RSH[ .3, LV GHILQHG DV WKRVH FRVWY QRW FDSLWDOLVHG WKDW UHODWH WR L UHVHDUF

LLL VKRUW WHUP OHDVHV LY PDLQWHQDQFH DQG UHSDLU DQG Y RWKHU GLUHFW H[SHQGL\
RIbSURSHUW\ SODQW DQG HTXLSPHQW

2WKHU GLUHFW H[SHQGLWXUHV UHODWLQJ WR GD\ WR GD\ VHUYLFLQJ RI DVVHWYV RI SURSHUW\
L PDLQWHQDQFH PDWHULDOV LL WKH HPSOR\HH FRVWV RI UHSDLULQJ DQ DVVHW DQG LLL

RWKHU WKDQ WKDW FDSLWDOLVHG )RU WKH DYRLGDQFH RI GRXEW RWKHU GLUHFW H[SHQGLWXU
LLL WKH HPSOR\HH FRVWV DVVRFLDWHG ZLWK RSHUDWLQJ WKH DVVHW LY WKH FRVW RI PDQI
,7 FRVWV YL JHQHUDO SURIHVVLRQDO VHUYLFH FRVWV DQG YLL HOHFWULFLW\ IOXLGV RU UH
7KH RSH[ .3, GHILQLWLRQ LV QDUURZHU WKDQ WKH *URXSDV GHILQLWLRQ RI RSHUDWLQJ H[SHQC
RQ RWKHUZLVH HOLJLEOH DFWLYLWLHV 7KH RSH[ .3, LV UHFRQFLOHG WR WRWDO RSHUDWLQJ H

<HDU WR 'HFHPEHU
Q PLOOLRQ

ODLQWHQDQFH DQG UHSDLU

([SHQVHV UHODWLQJ WR VKRUW WHUP OHDVHYV

7RWDO WD[RQRP\ RSH[ GHQRPLQDWRUV

2WKHU RSHUDWLQJ H[SHQVHV RXWVLGH WKH VFRSH Rl WKH (8 7D[RQRP\ 5HIJXODWLRQ
7RWDO RSHUDWLQJ H[SHQGLWXUH SHU LQFRPH VWDWHPHQW

5HIHUUHG WR DV C(QJLQHHULQJ DQG RWKHU DLUFUDIW FRVWVD IURP WKH LQFRPH VWDWHPHQW RI WKH FRC

7KH QXPHUDWRU IRU DOLJQHG RSH[ LQFOXGHV WKRVH H[SHQGLWXUHYV LQFOXGHG WKH GHQRPLC
WD[RQRP\ DOLIJQHG HFRQRPLF DFWLYLWLHYV LL SDUW RI WKH FDSH[ SODQ WR H[SDQG WD[RQR
HOLJLEOH HFRQRPLF DFWLYLWLHVY WR EHFRPH WD[RQRP\ DOLJQHG RU LLL WKH SXUFKDVH RI |

+RZHYHU JLYHQ WKH XQFHUWDLQW\ RI GHILQLWLRQVY DQG ODFN RI JXLGDQFH SHUWDLQLQJ WR
UHSRUW DJDLQVW WD[RQRP\ DOLJQHG HFRQRPLF DFWLYLWLHYV



7KH *URXS FRQVLGHUV WKDW WKH GHILQLWLRQV RI WKH RSH[ .3, ZKHQ FRQVLGHULQJ WKH WXU
RIbBRSHUDWLQJ D WD[RQRP\ DOLJQHG DVVHW )RU LQVWDQFH DOO UHYHQXH DVVRFLDWHG ZLWK
WKH GHILQLWLRQ Rl WKH WXUQRYHU .3, KRZHYHU WKH FRVWV DVVRFLDWHG ZLWK RSHUDWLQJ
WKDWbDLUFUDIW DQG IRU H[DPSOH H[FOXGH WKH H[SHQGLWXUH RQ 6$) XVHG LQ WKH RSHUDW
DbVXPPDU\ RI WKH WD[RQRP\ HOLJLEOH DQG WD[RQRP\ DOLJQHG RSH[ E\ PDMRU HFRQRPLF DFW
QXPHUDWRU DQG DV D SHUFHQWDJH Rl WKH DIRUHPHQWLRQHG GHQRPLQDWRU

1RQ DVVHVVHG DFWLYLWL

(OLJLEOH $OLIQHG FRQVLGHUHG LPPDWHULD
$EVROXMHUFHQWDJH R$EVROXIHIFHQWDJIH REEVROXWMHIFHQWDJH RI
<HDU WR 'HFHPEHU Q PLOOLRIQQRPLQDWRUQ PLOOLRIQQRPLQDWRUQ PLOOLRWQRPLQDWRU
3DVVHQJHU DQG IUHLJKW DLU WUDQVSRUW QD QD
([SHQVHV UHODWLQJ WR VKRUW WHUP OHQWHY Q D QD QD

7RWDO WD[RQRP\ HOLJLEOH DQG DOLJQHG RSH]

1RQ DVVHVVHG DFWLYLWL
(OLJLEOH $OLIJQHG FRQVLGHUHG LPPDWHULDC

$EVROXMHUFHQWDJH R$EVROXIHIFHQWDJIH REEVROXMHIFHQWDJIH RI
<HDU WR 'HFHPEHU Q PLOOLRIQPQRPLQDWRUQ PLOOLRIQQRPLQDWRUQ PLOOLRWQRPLQDWRU

3DVVHQJHU DQG IUHLJKW DLU WUDQVSRUW QD QD
([SHQVHV UHODWLQJ WR VKRUW WHUP OHQMHY Q D QD QD

7RWDO WD[RQRP\ HOLJLEOH DQG DOLJQHG RSH]

5HVXOWYV IRU KDYH EHHQ UHVWDWHG WR FRQIRUP ZLWK WKH FXUUHQW EDVLV RI SUHVHQWDWLRQ ZKHU
WKH *URXS KDYH EHHQ GLVFORVHG

OHWKRGRORJ\ GDWD FROOHFWLRQ DQG YDOB®IXMBYWDQGLQJ WKH DYLDWLRQ HFRQ

7KH “URXS KDV HVWDEOLVKHG LQWHUQDO SURFKIVEWORRL WKAUBBA MR R HF WY WKH DVVHV!
YDOLGDWLRQ DQG UHSRUWLQJ RI WD[RQRP\ Gq_ D WKURXJK

HVYWDEOLVKHG JRYHUQDQFH VWUXFWXUH GHVFULEHG LQ WKH *RYHUQDQFH
VHFWLRQ RIbBWKLY $QQXDO 5HSRUW 7KH *URXSDIXWLIHQVHV D Y8 YIRY VIWKWs DLU WUDQVSRUW
SURFHVV LQ SUHSDULQJ LWV WD[RQRP\ GLVFOFZKNUH\/HFRQRPLF DFWLYLWLHY FRYHU DOO RZQH(

DIWbWKDW WKH *URXS RSHUDWHV IRU WKH
,GHQWLILFDWLRQ RI DSSOLFDEOHAH$RQRPLF B@WLI !jkl\xl

6XVWDLQDELOLW\ DQG ,$* )LQDQFH XQGHUWDN H LQLWLDO VFRSLQJ

DV WR ZKLFK HFRQRPLF DFWLYLWLHV DUH DS SIKLRDEBFWLR QV & R HR\S QRDWD RGAMH P SW WR GHWDLO
RI WKH *URXS 5HSUHVHQWDWLYHV [URP W KHWAUHMDLQD ELWLLWH LDL@PG EXW WKH SHUWLQHQW VF
ILQDQFH IXQFWLRQV RI HDFK RSHUDWLQJ F R FPS-LHW LYQJOR G DVDHP MQAWM D U H

FRPSOHWHQHVV RI WKLV LGHQWLILFDWLRQ ,Qb % %’ULFV}YHQ h%g@%mhss\k; ii’

RI WKHVH DFWLYLWLHV WKH *URXS KDV LGH@\N)I?I % LUJ R CLi WEWLWRQVOSLSH
DVVRFLDWHG RQO\ ZLWK WKH FOLPDWH FKDQEH sRL WwJ W HREDREMKIFWK¥HS PHQGHG '"HOHJIDWHG

'"HWHUPLQDWLRQ Rl DVVH\AWEKRWHIBIKGRWYHQW RPWR IRUFH WKRVH DLUFUDIW GHWHUPLQHG WF

UHTXLUHG WR EH DSSOLHG LQ WKH DSSOLFDWLRRERIHWKHQ® WRROQRP\GDWH RI WKH $PHQGHG
5HIXODWLRQ ,$* 6XVWDLQDELOLW\ DQG ,$* )LGR@XHDIHRHPRRPLQJ LQWR IRUFH WKRVH DLUF
DbVWDQGDUGLVHG DSSURDFK WR VXFK DSSOLRRRERQCFRPSOLDQWQIGLYUEWERIWRH FRPPLWPHQW

7UDLQLQJ RQ H[LVWLQJ DQGAQBZ aM\w D DenRIQ{HMAW D QRQ FRPSOLDQW DLUFUDIW LQ WKH 10k

DQG ,$* )LQDQFH XQGHUWDNH ZRUNVKRSV DFURVYHWKRBJHBWD\ ZLWKGUDZQ IURP XVH ZLWKLQ

DQQRXDOO\ WR HQVXUH DOO UHOHYDQW PHPEHWEHBL WHH RXWKPILRRESOLMNOW DLUFUDIW RU
DQG ILQDQFH FRPPXQLWLHY LQYROYHG LQ WD[RQRP\ DUH WUDLQHG

RQbWKH H[LVWLQJ PHWKRGRORJ\ FKDQJHV LQLLLHHﬁWIf\DQFH@\W@béLIW-K\GUDZQ I[URP WKH IOHHW

MXGJHPHQWY DSSOLHG OLYHU\ RI WKH FRPSOLDQW DLUFUDIW LQ ZK
UHSODFHPHQW UDSBIOR HG

6WDQGDUGLVHG MHSREXMWDLQDELOLW\ DQG ,$* )LQD QFH

KDYH GHYHORSHG VWDQGDUGLVHG UHSRUWL®&J dHkP5@BWHGHW U KRHG WR EH D FRPSOLDQW

TXDQWLILFDWLRQ E\ HFRQRPLF DFWLYLW\ RI W:bgR\@/WPQQ-I HAW JpKH FULWHULD IRU HOLJLELC
DFWLYLWLHV $V ZHOO DV WKH GHWDLOHG VSHFRHYUDWHNKEUW L & VPRRHR S P Ry! 6%) LQ
FULWHULD WKH '16+ FULWHULD DQG WKH PLQLPXPUVBPNLXD By IIRU HDFK VXEVHTXHQW \HDU

WRbGHULYH WKH WD[RQRP\ DOLJQHG TXDQWLIkFRWHROWHFKQLFDO VFUHHQLQJ FULWHULD WKE

5HYLHZ DQG YDO\LGPVBXRYDLQDELOLW\ DQG ,$- PIQYTPIRH KDYH QRW EHHQ LQFOXGHG LQ WK
YDOLGDWH WKLV LQIRUPDWLRQ DFURVV RSHURYLRIERBPR RIWUBRAERQ WKH '16+ FULWHULD
FRQVROLGDWH WKH LQIRUPDWLRQ DIRUHPHQWLRQHG JHQHULF FULWHULD DQG FHUV

AXDQWLWDWLYH WKUHVKROWKR U WRISR KIYV QUBREYHPEHU RI WRSLFV LQFOXGLQJ DQ DVVHVVPH(
DGYDQWDJH RI WKH DOOHYLDWLRQ ZLWKLQ WHKGHDEWIDWRBRP SWRHMOWERQ RI ZDVWH JHQHUDW
HFRQRPLF DFWLYLW\ WKDW UHSUHVHQWYV RYVOTHYY A KD FR RV YR R1 KD]JDUGRXV VXEVWDQ
.3,V LV QRW DVVHVVHG IRU WD[RQRP\ DOLJQPHPRRE¥H/SROOXWLRQ )RU WKHVH FULWHULD W
DVVHVVPHQW LV SHUIRUPHG DW DQ LQGLYLGXBOWARGRL P bERHIIWYFRPSOLDQW LI WKH DVVF
OHYHO DQG E\ HDFK RSHUDWLQJ FRPSDQ\ D SURYLGHG FRQILUPDWLRQ RI FRPSOLDQFH

5HSRUWA Q¥* 6XVWDLQDELOLW\ DQG ,$* )LQDQFH %#%W&'Wkﬁ WKH FRPSOLDQW DLUFUDIW

Y;
Y
DVVRFLDWHG FRQVROLGDWHG .3, PHWULFV |RUJH2 fH @ WR d}’d}'éFbLbVl‘_/J‘diSHdWUQRYHU FDSH[ D

EQ
Kbt
LQGLYLGXDO DLUFUD



(8 7TD[RQRFRQWLQXHG

H\ MXGJHPHQWYV WKH *URXS FRQVLGHUV ZLO®VEGHWIDOBMNG QWKH (8 7D[RQRP\ 5HIJXODWLRQ S

LQbLQWHUSUHWLQJ DQG DSSO\LQJ WKH $PHQB®OGRHIMHIRQVRIGE$S) WR QRQ FRPSOLDQW DLUFU

5HIXODWLRQ FRPSOLDQW LI D PLQLPXP RI RI WKH IXHO FR
=HUR GLUHFWL&VLRQV DUH QRW GHILQHG EXW 'KUH(E W R whHEXODWLRQ GRHV QRW SURYL
WR EH ERWK HOHFWULF DQG K\GURJHQ SRzHURY WRUERSH WMR #%RFHUWDNH WKLV DOORFDWLRQ
WKHVH WHFKQRORJLHV DUH LQ WKHLU LQIDQF\"BB%S XPMoRSERLHGMIGIHPHQW LQ VXFK DOOF
H[SHFWV ERWK WHFKQRORJLHV WR EHFRPH FRZERPIHWBY QI WKbM DOORFDWLRQ WKH *URXS
LQbGXH FRXUVH WKLV LV QRW H[SHFWHG EHIRRUQLWKHpRHP WMy RI WKH WRWDO IXHO FRQVXPHG
HDUOLHVW $FFRUGLQJOEHWQD EWRX S R LULHBRUWA/DQ\ 'HEHPEHU WKH *URSISUDWHNLUFUDIW

$ FRPSOLDQW DLUFUDIW LV GHILQHG DV WKDW DFHGHWIL ST QuadV o/ it PROLQGLYLGXDO DLUFUL
VFUHHQLQJ DQG '16+ FULWHULD RI WKH HFRQRWKH DPWE & KA VRP HG MXGJHPHQW LQ GHWH
PDQXIDFWXULQJ RI DLUFUDIW 7KHVH FULWHULDRPEKERIE WRERPORFPWYRWHYHQXH DQG H[SHQCG
OLPLWHG WR L D VSHFHPLWVWIDRQRIAM B2SURSRYWRRIPWHG ON\GHWDLOV RI ZKLFK DUH DV IRO

RI WKHLU PD[LPXP WDNH RIl PDVV LL SROOXWHRRASHMHROWIRS LV DEOH WR PRQLWRU UHYF
FULWHULD VXFK DV VSHFLILF FHUWLILFDWLRQgUH}bR) HRRBYWULEY E\ DLUFUDIW IDPLO\ V
SROOXWLRQ DQG LLL HQVXULQJ VSHFLILF KDRRYGRXVERQWHULBOVoR UK | Q) PHWULFV VXFK
QRW LQFOXGHG LQ WKH FRQVWUXFWLRQ RI WKE3D} UEWR W0 d Q@F W XS QIWRU WKH OHYHO RI VX
FHUWDLQ DQWL IRXOLQJ SDLQWV ZKLFK DUH URJQXLWHG 5 b & BI®IYoN O\ WKH *URXS KDV DOO
VDIHW\ UHDVRQV WR EH LQFOXGHG LQ WKH DLYFYRHW (Pl ROERYP % Do DVVHWY EDVHG RQ

PDQXIDFWXUHU LV UHTXLUHG WR SURYLGH D VE® | GREAPKRWL QP%\()W DLUEUDIW DW WKH
ZKLFK RI WKHLU DLUFUDIW PHHW WKH FULWHUpR YRl EHLQJ D FRPSOLDQ

DLUFUDIW :KOLGHPEHQMVDFWXUHUV KDYH SURYLGHG WKHVH
GHFODUDWLRQV GRBMQDOO PDQXIDFWXUHUV K®XY$HH[DIAH *URXS LV DEOH WR PRQLWRU FHUWDI
DFFRUGLQJO\ WKH *URXS H[SHFWV IXUWKHU GHYHDRAFTRHDOWEDRBIGUFUDIW EDVLVY DQG DFFRUG
VHOI FHUWLILFDWLRQ GXULQJ WR DSSO\ MXGJHPHQW LQ WKH DOORFDWLRQ RI

IOHHW UHODWHG FDSH[ VXFK DV WKH SXUFKDV]
7KH *URXS LV UHTXLUHG XQGHU ORFDO DQG LQ@WHWDWKROXR YO IWWXODEOH WR DVVLIQ WKH

VWDQGDUGYV WR KDYH LQVWDOOHG FHUWDLQ KBIWIRLY §RWMHULRPVURX$%YYV DOORFDWHG F
DLUFUDIW WKDW DUH SURKLELWHG XQGHU WK (& fRWARRBYHG RQ WKH SURSRUWLRQ RI $6.V IR
SHIXODWLRQ DV GHILQHG LQ $SSHQGL[ & RI WKKp'1§¢ TR WHIRR'SHUDWLQJ FRPSDQ\ OHYHO DG

7KH *URXS KDV FRQGXFWHG DQ DQDO\WLV RI DO KDY ARIYOGLWXUH UHODWHG WR WKH PDLC
PDWHULDOV LQ LWV RSHUDWLRQV DV GHILQHG LB Wk AW DIRRFE \H[SHOGLWXUHV WKDW GR
5HIXODWLRQ 7KH *URXS KDV LGHQWLILHG D OWRkWHGR QOXPEHIRR DEOH WR PROLWRU WKH H[S
PDWHULDOV WKDW DUH LQVWDOOHG RQ RXU DY HeB¥YWEPW, BEYHDYWTELY NG BEFRUGLQJIO\ W
ORFDO DQG LQWHUQDWLRQDO ODZ IRU VDIHWLBBRYRBRY GEAML BWHQDOFH DQG UHSDLU H[SHQ
SURKLELWHG XQGHU WKH (8 7D[RQRP\ 5HIXODWLRQwWY EDVHG RQ WKH SURSRUWLRQ RI $6.V IR

&HUWDLQ RI WKHVH PDWHULDOV LQFOXGLQJ DRFWEYRKWS Y WKHoRBHEBWLQJ FRPSDQV OHYHO

ILUH VXSSUHVVDQW HTXLSPHQW LQbWKH DLUF@QJWFFQ?M%EHWQ RBY'EM®Q PDGH WR WRWDC
LQ WKH GUDIW FRPPLVVLRQ QRWLFH SXEOLVK B WK (WRFYHLY GRXEOH FRXQWLQJ )XUWHK
&RPPLVVLRQ RQ b1RYHPEHU DQG "HOHIDWHB, OWLQJ DOO PDLQWHQDQFH H[SHQGLWXUH T
SHIXODWLRQ (8 RQ -XO\ DV EHLQJ HpHBEWD|W RSHUDWLRQV ERWK FDSLWDOLVHG D

IURP WKH DOLJQPHQW FULWHULD RI WKH (8 7DRQRHWIHIX APIHFRLWXUH LV LQFOXGHG LQ Wi

&RQVLVWHQW ZLWK WKH *URXS FRQVLGHUWY Q&K MFRHvREBRRPHAFDROWLYLWY RI PDQXIDFWXUL
XQFHUWDLQW\ LQ WKH (8 7D[RQRP\ 5HJX0DWLRV$SWWBIZHWRQ|QJ BEQ\ LQFOXGH WKH UHYHQX
*URXS PHHWYV WKH '16+ FULWHULD JLYHQ WKD W—I’W%%WBF&J PRy R PDLQWHQDQFH DFWLYLWI
JLYHQ IRU VRPH EXW QRW DOO VDIHW\ FULWLYBOVKIWIWERXPov 7KHUHIRUH

WKH *URXS KDV DSSOLHG MXGJHPHQW LQ GHWHUPLQLQJ ZKHWKHU LW

PHHWV DOO RI WKH '16+ FULWHULD DQG KDV FRQFOXGHG WKDW LW KDV

PHW WKH DOLJQPHQW UHTXLUHPHQWY +DG WKH *URXS QRW UHDFKHG

WKLV FRQFOXVLRQ WKH *URXS ZRXOG KDYH UHSRUWHG QR DOLJQPHQW

IRU HDFK RI LWV .3,V LQ DQG

7KH UHSODFHPHQW UDWLR LV GHILQHG DV WKH \HDU DYHUDJH RI
WKH WRWDO JOREDO QXPEHU RI DLUFUDIW SHUPDQHQWO\ ZLWKGUDZQ
IURP XVH GLYLGHG E\ WKH WRWDO JOREDO QXPEHU RI DLUFUDIW
GHOLYHUHG 7KH UHSODFHPHQW UDWLR FRQILUPHG E\ WKH DSSRLQWHG
HIWHUQDO H[SHUW WR WKH (XURSHDQ &RPPLVVLRQ WR EH DSSOLHG
IRU ZDV ,QbDFFRUGDQFH ZLWK WKH '"HOHJDWHG $FW

WKH DSSOLFDWLRQ RI WKH UHSODFHPHQW UDWLR LV OLPLWHG
WR WKH UHYHQXHV RI WKH *URXS DQG GRHV QRW DSSO\ WR RSH[ DQG
FDSH[ ,I| WKH JOREDO QXPEHU RI DLUFUDIW GHOLYHUHG H[FHHGV WKH
JOREDO QXPEHU RI DLUFUDIW SHUPDQHQWO\ ZLWKGUDZQ WKHQ WKH
WD[RQRP\ DOLJQHG ILQDQFLDO UHYHQXHV RI WKH *URXS DUH
UHGXFHG $V D UHVXOW WKH UHSODFHPHQW UDWLR GRHV QRW UHIOHFW
WKH LQGLYLGXDO DFWLY LVSIDHMVRR IW.RAHV *WR DS DIMVW LR Q
WR D ORZ FDUERQ HQYLURQPHQW EXW LQVWHDG WKH HQWLUHW\ RI WKH
JOREDO DYLDWLRQ VHFWRU $FWLRQV WKDW LQIOXHQFH VXFK D JOREDO
PHDVXUH DUH RXWVLGH WKH FRQWURO RI WKH *URXS DQG GR QRW
SURYLGH HQKDQFHG FRPSDUDELOLW\ ZLWKLQ WKH DLUOLQH VHFWRU
WRbLQYHVWRUV RU XVHUV RI RXU WD[RQRP\ UHSRUWLQJ



ODQXIDFWXULQJ RI DLUFUDIW +DYLQJ LGHQWLILHG WKH WD[RQRP\ DOLJQHG DF
7KH HFRQRPLF DFWLYLW)\ IRU PDQXIDFWXULQJ RV bHPUDIMG FWRHUHASRUW WKH WXUQRYHU FDSH
DbZLGHU UDQJH RI DFWLYLWLHV LQFOXGLQJ L QOEBLYXEMDOXVHUYLFHY SURYLGHG 7KH *URXSDV
LL UHSDLU LLL PDLQWHQDQFH LY RYHUKDX®DLQWHQ®MWBRIHWMQWY GLIITHUV EHWZHHQ WKRVI
DQGb YL bUHSXUSRVLQJ DQG XSJUDGH RI DLUFHDHQ WY G @& WFKRYW WKDW DUH FRQVLGHUHG QR
SDUWYV DQG HTXLSPHQW :KLOH WKH *URXS GRI@\H\QRMDWDJQ.)‘(IFDQ:\ENORZ
DLUFUDIW DOObRWKHU DVSHFWV RI WKH DFWLY §§QLFQH%%\(NV IRU RZQHG DLUF
LL bWRb YL DUH XQGHUWDNHQ E\ WKH *URXS ‘o R UHG RO D SURMHFW
RQbRSHUDWLQJ DLUFUDIW DQG H[WHUQDOO\ WR ] Lé B;'\'gkﬁj@’w
RIDWKH 052 EXVLQHVV RSHUDWLRQYV QWV IRU OHDVHG DL\
LQ DGYDQFH Rl WKH HYHQW DQG PRQLWRUHG R
7KH (8 7D[RQRP\ 5HIXODWLRQ GRHVY QRW SURYLSEHRMHEQLBADRIQW/ DQG
DVbWRbWKH QDWXUH RI WKHVH VXE DFWLYLWLHVKRYSE WRHOWRQPRRFH EYHRWY FRQVLGHUHG WR
ZLWK WKH LQGXVWU\ WHUPLQRORJ\ $EVHQW VXEKo@DVEOWHBUWKHSHQVHG DV LQFXUUHG DQG V
*URXS KDV FRQVLGHUHG WKDW DOO RI WKH 052 BkSHQENVNWXRBSHUDWRAMQPRQLWRUHG RQ D SURMH
Rl WKH *URXS ZRXOG IDOO XQGHU WKLV HFRQRPSFFBEWLQUA\ LR GMILOIUSRVH RI UHSRUWLQJ

DLUIUDPHV HQJLQHV DQG RWKHU FRPSRQHQWYV RISHIQGAYWOAWH WKH WRWDO H[SHQGLWXUH LV D
WDO QXPEHU RI PDLQWHQDQFH HYHQWYV RQ |

WR
JURP D WHFKQLFDO VFUHHQLQJ SHUVSHFWLYH %RéQM@IRLRNMQ? kil W WDO SXPEHU Rl QRQ PDMR
GHVFULEHG DERYH UHODWLQJ WR SDVVHQJHU DQG IUHLJKW DLU wWUuDQV

HFRQRPLF DFWLYLWLHY DOVR DSSO\ ,Q DGGLW&(MQSU/\RKYI-LVLGRQFRJILV\EHZUVJH)UYLFHV WR WKLUG SDU

DUHbOLPLWHG WR WKH DIRUHPHQWLRQHG JHQ RQD FYYRVMHIEYW B 6 URMHMFW EDVLY 7R HQVXUH !

FULWHULD UHODWLQJ WR WKH SUHYHQWLRQ R IDERALW HWIHHMH B QWLLRIFUDIW DUH QRW GRXEOH FR;

PD[LPLVLQJ WKH UHXVH DQG XVH Rl VHFRQGDURWIDMURULUDBY WYO®QVDFWLRQV ZLWK SDUWLHV H|

UHVWULFWLRQV RQ QRLVH SROOXWLRQ DUHbDLQFOXGHG LQ WKLY HFRQRPLF DFWLYLW\ $¢
DVVRFLDWHG ZLWK WKH 052 EXVLQHVV RSHUDWL|
ZLWKLQ WKH HFRQRPLF DFWLYLW\ RI SDVVHQJHU
WUDQVSRUW ,Q DGGLWLRQ ZKHUH RQH RSHUDW
052 VHUYLFHY WR DQRWKHU RSHUDWLQJ FRPSDQ
LQWHUFRPSDQ\ H[SHQGLWXUH LQFXUUHG DQG WK
UHYHQXH HDUQHG E\ WKH SURYLGHU RI WKH VHU
RQbFRQVROLGDWLRQ

'XULQJ WKH FRXUVBIQRS WKH *URXS ZDV XQDEO|
PHHW WKHb'16+ FULWHULD IRU UHSRUWLQJ .3, DC
SURYLVLRQ RI 052 VHUYLFHYV
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.3,V Rl QRLQDQFLDO XQGHUWDNLQJV

$vV D UHVXOW RI WKH HQDFWPHQW Rl '"HOHJDWHG 5HIJXODWLRQ (8 RQ -XO\ WKH UHSRUWLQJ WDEOHY DVVRFLDWHG ZLWK WKH 7
UHIOHFW WKRVH FKDQJHV ZLWK FRPSDUDWLYH LQIRUPDWLRQ UHVWDWHG ZKHUH DSSOLFDEOH WR FRPSO\ ZLWK WKH DIRUHPHQWLRQHG

JLQDQFLDO \HDU

3URSRUWLRQ
RI
7D[RQRP\ 7D[RQRP\
1RW DOLJQHG DOLJQHG

3URSRUWLRQ 3URSRUWLRQ 3URSRUWLRDVVHVVHFEWLYLWLBFWIYLWLHV LC
RI RI &OLPDWH &OLPDWH 3URSRUWLRQ  RI DFWLYLWLBYHYLRXVSUHYLRXV
7D[RQRP\ 7D[RQRP\ 7D[RQRP\ FKDQJH FKDQJH RI HQDEOLWUDQVLWLFRDNVAGHUHGLQDQFLDOLQDQFLDO
HOLJLEOHDOLJQHG DOLJQHGLWLIDWLRGD SWDWLRQ &LUFXODWBROOXWY%RAGLYHUVLWYFWLYLWLBIFWLYLQREW DWHUHDO \HDU
.3, 7RWDO DFWLYLWLBIFWLYLWLBRFWLYLWLHYV :DWHU HFRQRP\
Q PLOOLRQ Q PLOOLRQ Q PLOOLRQ
7XUQRYHU A A A A A A
&DSH[
2SH[ A A A A A A

BURSRUWLRQ RI WXUQRYHU IURP SURGXFWV RU VHUYLFHY DVVRFLDWHG ZLWK WD[RQRP\ DOLJQHG HFRQRPLF DFWLYLWLHV = GLVF

JLQDQFLDO \HDU (QYLURQPHQWDO REMHFWLYH RI WD[RQRP\ DOLJQHG DFWLYLWLHV
7D[RQRP\

7D[RQRP\ 7D[RQRP\ DOLJQHG .3, 3URSRUWLRQ

HOLJLEOHD®LJQHG .3URSRUWLRQ RI

3URSRUWLRP®QHWDU\ RI &OLPDWH &OLPDWH 7D[RQRP\

Rl WD[RQRP\ YDOXH RWD[RQRP\ FKDQJH FKDQJH DOLJQHG LQ

HOLJLEOWXUQRYHU DOLJQHG®LWLJIDWLRGD SWDWLRQ &LUFXODWBROOXWU%RQGLYHUVLWQDEOLQUDQVLWLRRIR®QRP\
(FRQRPLF $FWLYLWLHV &RGH WXUQRYHU WXUQRYHU :DWHU HFRQRP\ DFWLYLW\DFWLYLW\HOLJLEOH
8QLW QP ( 7

ODQXIDFWXULQJ RI DLUFUDIW &&0 A A 7 A

3DVVHQJHU DQG IUHLJKW DLU WUDQ&&RUW 7

6XP RI DOLJQPHQW SHU REMHFWLYH
7TRWDO WXUQRYHU .3,

> > > |>
> > > |>
> > > |>
> > > |>
> > > |>
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SBURSRUWLRF@SH[ IURP SURGXFWY RU VHUYLFHY DVVRFLDWHG ZLWK WD[RQRP\ DOLJQHG HFRQRPLF DFWLYLWLHYV = GLVFORVXUH FF

JLQDQFLDO \HDU (QYLURQPHQWDO REMHFWLYH RI WD[RQRP\ DOLJQHG DFWLYLWLHV
7D[RQRP\ 7D[RQRP\
HOLJLEOH .3, DOLJQHG .3, 3URSRUWLRQ
3URSRUWIZ®QRQRP\ 3URSRUWLRQ RI
Rl DOLJQHG .3, RI &OLPDWH &OLPDWH 7D[RQRP\
WD[RQRP\ PRQHWDUWD[RQRP\ FKDQJH FKDQJH DOLJQHG LQ
HOLJLEOHYDOXH RI DOLJQHG®LWLJIDWLRED SWDWLRQ &LUFXODBROOXWURAGLYHUVLWQDEOLQ@UDQVLWLRDIR®RP\
(FRQRPLF $FWLYLWLHV &RGH FDSH[ FDSH[ FDSH[ ‘:DWHU HFRQRP\ DFWLYLW\DFWLYLW\HOLJLEOH
SQLW QP ( 7
3DVVHQJHU DQG IUHLJKW DLU WUDQ¥&RUW A A A A A 7
6XP RI DOLJQPHQW SHU REMHFWLYH A A A A A
7RWDO FDSHJ[ .3, A A A A A

BURSRUWLRQ RI RSH[ IURP SURGXFWV RU VHUYLFHVY DVVRFLDWHG ZLWK WD[RQRP\ DOLHQUHG HFRQRPLF DFWLYLWLHYV = GLVFORVXL

JLQDQFLDO \HDU (QYLURQPHQWDO REMHFWLYH RI WD[RQRP\ DOLJQHG DFWLYLWLHV
7D[RQRP\ 7D[RQRP\
HOLJLEOH .3, DOLJQHG .3, 3URSRUWLRQ
3URSRUWIZRQPRQRP\ 3URSRUWLRQ RI
RI DOLJQHG .3, RI &OLPDWH &OLPDWH 7D[RQRP\
WD[RQRP\ PRQHWDUWD[RQRP\ FKDQJH FKDQJH DOLJQHG LQ
HOLJLEOHYDOXH RI DOLJQHGPLWLJDWLRDSWDWLRQ &LUFXODUSROOXWLRQRGLYHUVLWDEOLQXUDQVLWLRRRMRP\
(FRQRPLF $FWLYLWLHV &RGH RSH[ RSHI RSHI[ :DWHU HFRQRP\ DFWLYLW\DFWLYLW\HOLJLEOH
8QLW QP ( 7
3DVVHQJHU DQG IUHLJKW DLU WUDQ&¥&RUW A A A A A 7
6XP RI DOLJIQPHQW SHU REMHFWLYH
7RWDO RSH]J[ .3, A A A A A
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