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Dear Shareholders, 
 

2024 was a difficult year for Ginkgo Bioworks. The biotechnology industry today is an 
endurance sport with funding difficult for many early-stage companies and with large 
companies tightening research budgets in the face of market uncertainty. Moments like these 
offer opportunities for long-term growth investors as companies that can position themselves 
with sufficient cash margin of safety to endure, while still developing technologies that pay off 
in the long term, face less short-term pressure from early stage competitors. 
 
Ginkgo moved quickly in 2024 to put ourselves in the position of having a strong cash margin 
of safety and continuing to invest in key technology by taking two key actions:   
 
1.​ Cash burn reduction. 

 
We quickly reduced headcount, renegotiated supplier contracts, reduced professional fees, 
consolidated lab space, and curtailed expansion plans to reduce costs – cutting our quarterly 
cash burn (defined as change in GAAP cash and cash equivalents over such quarter 
compared to the prior quarter) by 48% from Q4 2023 to Q4 2024.   
 
2.​ Focusing our R&D Solutions business on a smaller range of markets and target customers 

while expanding into life science Tools. 
 

By evolving our business model to reduce the scope of our R&D Solutions (i.e., cutting back 
research contracts that include value sharing such as milestones or royalties derived from 
customer’s products) and finding new sources of near-term revenue by selling Tools (i.e., 
products and services bought without complicated value-share and intellectual property 
arrangements), we were able to further reduce costs.   
 
Ginkgo has always believed in a fundamentally different approach to conducting the lab work 
of biotechnology compared to most of our peers in the industry.  Our approach is rooted in 
driving scale economics in the production of biological data by conducting lab work in a 
centralized and standardized way and leveraging laboratory automation.  This is in contrast to 
the industry standard of distributed and variable lab work that is conducted by-hand by 
scientists at the lab bench.  Over the past ten years, a wider fraction of the industry has grown 
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interested in Ginkgo’s approach, especially in the last two years as AI has proven the value of 
large, standardized data sets for training models. This interest opened the door to our first 
two Tools offerings in 2024: (1) Ginkgo Automation where we sell our automation via 
equipment sales and install in customer’s labs and (2) Ginkgo Datapoints, our centralized 
services via CRO (contract research organization)-style sales. Critical to our strategy is 
leveraging Ginkgo’s unique capabilities built for our Solutions R&D business in new ways – 
this allowed us to go to market quickly and close deals with large customers in H2 2024, just 
months after launching these two new business lines. 
 
This is a pivotal moment for Ginkgo and for the broader biotechnology sector. We are 
uniquely positioned to drive systemic change. The biotechnology industry is evolving, with 
new priorities in Washington, D.C. that are looking to change the process of bringing 
biotechnology products to market. This presents a timely opportunity for Ginkgo, recognized 
as an innovative leader in biotechnology, to emerge as a next-generation CRO and Tools 
provider. Furthermore, we believe current market pressures are compelling small biotech 
firms and venture capitalists to reconsider the economic viability of how they bring drugs to 
market, further highlighting the value of our approach. Ginkgo will continue to lead in pushing 
for systemic change in the biotechnology industry and by investing in our long-term growth.  

 
Alongside our cell engineering business the need for robust biosecurity is only increasing in 
the world with continued geopolitical disruption. The United States is rethinking our approach 
to monitoring and responding to infectious disease globally, recently pulling out of the WHO.  
There are opportunities to build a new, technology-first infrastructure based on persistent and 
pervasive monitoring of viruses and other pathogens via environmental genomic sampling. 
Ginkgo is a world leader in this area and will be ready as the U.S. and allied nations build 
modern biosecurity infrastructure. 
 
Thank you for your continued support of our mission of making biology easier to engineer.  
 
Sincerely,  
 

 
 
​ ​  

​
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� RWKHU�IDFWRUV�GHWDLOHG�XQGHU�WKH�VHFWLRQ�HQWLWOHG�³5LVN�)DFWRUV�´

7KHVH�DQG�RWKHU�IDFWRUV�WKDW�FRXOG�FDXVH�DFWXDO�UHVXOWV�WR�GLIIHU�IURP�WKRVH�LPSOLHG�E\�WKH�IRUZDUG�ORRNLQJ�VWDWHPHQWV�LQ�WKLV�$QQXDO�5HSRUW�DUH
PRUH�IXOO\�GHVFULEHG�XQGHU�WKH�KHDGLQJ�³5LVN�)DFWRUV´�DQG�HOVHZKHUH�LQ�WKLV�UHSRUW��7KH�ULVNV�GHVFULEHG�XQGHU�WKH�KHDGLQJ�³5LVN�)DFWRUV´�DUH�QRW
H[KDXVWLYH��2WKHU�VHFWLRQV�RI�WKLV�$QQXDO�5HSRUW�GHVFULEH�DGGLWLRQDO
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IDFWRUV�WKDW�FRXOG�DGYHUVHO\�DIIHFW�WKH�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�RU�UHVXOWV�RI�*LQNJR��1HZ�ULVN�IDFWRUV�HPHUJH�IURP�WLPH�WR�WLPH�DQG�LW�LV�QRW
SRVVLEOH�WR�SUHGLFW�DOO�VXFK�ULVN�IDFWRUV��QRU�FDQ�*LQNJR�DVVHVV�WKH�LPSDFW�RI�DOO�VXFK�ULVN�IDFWRUV�RQ�WKH�EXVLQHVV�RI�*LQNJR��RU�WKH�H[WHQW�WR�ZKLFK
DQ\�IDFWRU�RU�FRPELQDWLRQ�RI�IDFWRUV�PD\�FDXVH�DFWXDO�UHVXOWV�WR�GLIIHU�PDWHULDOO\�IURP�WKRVH�FRQWDLQHG�LQ�DQ\�IRUZDUG�ORRNLQJ�VWDWHPHQWV��)RUZDUG�
ORRNLQJ�VWDWHPHQWV�DUH�QRW�JXDUDQWHHV�RI�SHUIRUPDQFH��<RX�VKRXOG�QRW�SXW�XQGXH�UHOLDQFH�RQ�WKHVH�VWDWHPHQWV��ZKLFK�VSHDN�RQO\�DV�RI�WKH�GDWH
KHUHRI��$OO�IRUZDUG�ORRNLQJ�VWDWHPHQWV�DWWULEXWDEOH�WR�*LQNJR�RU�SHUVRQV�DFWLQJ�RQ�LWV�EHKDOI�DUH�H[SUHVVO\�TXDOLILHG�LQ�WKHLU�HQWLUHW\�E\�WKH
IRUHJRLQJ�FDXWLRQDU\�VWDWHPHQWV��*LQNJR�XQGHUWDNHV�QR�REOLJDWLRQ�WR�XSGDWH�RU�UHYLVH�SXEOLFO\�DQ\�IRUZDUG�ORRNLQJ�VWDWHPHQWV��ZKHWKHU�DV�D�UHVXOW
RI�QHZ�LQIRUPDWLRQ��IXWXUH�HYHQWV�RU�RWKHUZLVH��H[FHSW�DV�UHTXLUHG�E\�ODZ�

5LVN�)DFWRUV�6XPPDU\

,QYHVWLQJ�LQ�RXU�VHFXULWLHV�LQYROYHV�ULVNV��<RX�VKRXOG�FDUHIXOO\�FRQVLGHU�WKH�ULVNV�GHVFULEHG�LQ�³5LVN�)DFWRUV´�EHJLQQLQJ�RQ�SDJH����EHIRUH�PDNLQJ�D
GHFLVLRQ�WR�LQYHVW�LQ�RXU�&ODVV�$�FRPPRQ�VWRFN��,I�DQ\�RI�WKHVH�ULVNV�DFWXDOO\�RFFXU��RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV
ZRXOG�OLNHO\�EH�PDWHULDOO\�DGYHUVHO\�DIIHFWHG��6RPH�RI�WKH�ULVNV�UHODWHG�WR�*LQNJR¶V�EXVLQHVV�DQG�LQGXVWU\�DUH�VXPPDUL]HG�EHORZ��5HIHUHQFHV�LQ�WKH
VXPPDU\�EHORZ�WR�³ZH�´�³XV�´�³RXU´�DQG�³WKH�&RPSDQ\´�JHQHUDOO\�UHIHU�WR�*LQNJR�

� :H�KDYH�D�KLVWRU\�RI�QHW�ORVVHV��:H�H[SHFW�WR�FRQWLQXH�WR�LQFXU�ORVVHV�IRU�WKH�IRUHVHHDEOH�IXWXUH��DQG�ZH�PD\�QHYHU�DFKLHYH�RU�PDLQWDLQ
SURILWDELOLW\�

� 2QO\�RXU�HPSOR\HHV�DQG�GLUHFWRUV�DUH�HQWLWOHG�WR�KROG�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN��LQFOXGLQJ�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�LVVXHG
LQ�WKH�IXWXUH���ZKLFK�KDYH�WHQ�YRWHV�SHU�VKDUH��7KLV�OLPLWV�RU�SUHFOXGHV�RWKHU�VWRFNKROGHUV¶�DELOLW\�WR�LQIOXHQFH�WKH�RXWFRPH�RI�PDWWHUV
VXEPLWWHG�WR�VWRFNKROGHUV�IRU�DSSURYDO��LQFOXGLQJ�WKH�HOHFWLRQ�RI�GLUHFWRUV��WKH�DSSURYDO�RI�FHUWDLQ�HPSOR\HH�FRPSHQVDWLRQ�SODQV��WKH
DGRSWLRQ�RI�FHUWDLQ�DPHQGPHQWV�WR�RXU�RUJDQL]DWLRQDO�GRFXPHQWV�DQG�WKH�DSSURYDO�RI�DQ\�PHUJHU��FRQVROLGDWLRQ��VDOH�RI�DOO�RU�VXEVWDQWLDOO\
DOO�RI�RXU�DVVHWV��RU�RWKHU�PDMRU�FRUSRUDWH�WUDQVDFWLRQV�UHTXLULQJ�VWRFNKROGHU�DSSURYDO�

� :H�PD\�QHHG�VXEVWDQWLDO�DGGLWLRQDO�FDSLWDO�LQ�WKH�IXWXUH�LQ�RUGHU�WR�IXQG�RXU�EXVLQHVV�

� :H�KDYH�H[SHULHQFHG�SHULRGV�RI�VLJQLILFDQW�RUJDQL]DWLRQDO�FKDQJH��DQG�LI�ZH�IDLO�WR�HIIHFWLYHO\�PDQDJH�WKHVH�FKDQJHV��WKHQ�RXU�EXVLQHVV�
UHVXOWV�RI�RSHUDWLRQV��DQG�ILQDQFLDO�FRQGLWLRQ�FRXOG�EH�DGYHUVHO\�DIIHFWHG�

� 2XU�OLPLWHG�RSHUDWLQJ�KLVWRU\�DQG�HYROYLQJ�EXVLQHVV�PDNHV�LW�GLIILFXOW�WR�HYDOXDWH�RXU�FXUUHQW�EXVLQHVV�DQG�IXWXUH�SURVSHFWV�

� :H�KDYH�H[SRVXUH�WR�WKH�YRODWLOLW\�DQG�OLTXLGLW\�ULVNV�LQKHUHQW�LQ�KROGLQJ�HTXLW\�LQWHUHVWV�LQ�RWKHU�RSHUDWLQJ�FRPSDQLHV�DQG�RWKHU�QRQ�FDVK
FRQVLGHUDWLRQ�

� :H�KDYH�LQ�WKH�SDVW��DQG�LQ�WKH�IXWXUH�PD\�FRQWLQXH�WR�SXUVXH�VWUDWHJLF�DFTXLVLWLRQV�DQG�LQYHVWPHQWV�WKDW�DUH�GLOXWLYH�WR�RXU�VWRFNKROGHUV
DQG�WKDW�FRXOG�KDYH�DQ�DGYHUVH�LPSDFW�RQ�RXU�EXVLQHVV�LI�WKH\�DUH�XQVXFFHVVIXO�

� :H�PXVW�FRQWLQXH�WR�VHFXUH�DQG�PDLQWDLQ�VXIILFLHQW�DQG�VWDEOH�VXSSOLHV�RI�ODERUDWRU\�UHDJHQWV��FRQVXPDEOHV��HTXLSPHQW��DQG�ODERUDWRU\
VHUYLFHV��:H�GHSHQG�RQ�D�OLPLWHG�QXPEHU�RI�VXSSOLHUV��VRPH�RI�ZKLFK�DUH�VLQJOH�VRXUFH�VXSSOLHUV��DQG�FRQWUDFW�PDQXIDFWXUHUV�IRU�FULWLFDO
VXSSOLHV��HTXLSPHQW��DQG�VHUYLFHV�IRU�UHVHDUFK��GHYHORSPHQW��DQG�PDQXIDFWXULQJ�RI�RXU�SURGXFWV�DQG�SURFHVVHV��2XU�UHOLDQFH�RQ�WKHVH
WKLUG�SDUWLHV�H[SRVHV�XV�WR�ULVNV�UHODWLQJ�WR�FRVWV��FRQWUDFWXDO�WHUPV��VXSSO\��DQG�ORJLVWLFV��DQG�WKH�ORVV�RI�DQ\�RQH�RU�PRUH�RI�WKHVH
VXSSOLHUV�RU�FRQWUDFW�PDQXIDFWXUHUV�RU�WKHLU�IDLOXUH�WR�VXSSO\�XV�ZLWK�WKH�QHFHVVDU\�VXSSOLHV��HTXLSPHQW��RU�VHUYLFHV�RQ�D�WLPHO\�EDVLV�
FRXOG�FDXVH�GHOD\V�LQ�RXU�UHVHDUFK��GHYHORSPHQW��RU�SURGXFWLRQ�FDSDFLW\�DQG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�

� :H�XVH�ELRORJLFDO��KD]DUGRXV��IODPPDEOH�DQG�RU�UHJXODWHG�PDWHULDOV�WKDW�UHTXLUH�FRQVLGHUDEOH�WUDLQLQJ��H[SHUWLVH�DQG�H[SHQVH�IRU�KDQGOLQJ�
VWRUDJH�DQG�GLVSRVDO�DQG�PD\�UHVXOW�LQ�FODLPV�DJDLQVW�XV�

� 7KLUG�SDUWLHV�PD\�XVH�RXU�HQJLQHHUHG�FHOOV��PDWHULDOV��DQG�RUJDQLVPV�DQG�DFFRPSDQ\LQJ�SURGXFWLRQ�SURFHVVHV�LQ�ZD\V�WKDW�FRXOG�GDPDJH
RXU�UHSXWDWLRQ�

� 2XU�LQYHVWPHQWV�LQ�DQG�XVH�RI�$,�PD\�UHVXOW�LQ�UHSXWDWLRQDO�KDUP��OLDELOLWLHV��RU�RWKHU�DGYHUVH�FRQVHTXHQFHV�WR�RXU�EXVLQHVV�RSHUDWLRQV�

� 2XU�UHFHQW�UHVWUXFWXULQJ�DFWLRQV�LQ�FRQQHFWLRQ�ZLWK�RXU�SODQV�WR�UHGXFH�RSHUDWLRQDO�H[SHQGLWXUHV�PD\�QRW�UHVXOW�LQ�DQWLFLSDWHG�VDYLQJV�
FRXOG�UHVXOW�LQ�WRWDO�FRVWV�DQG�H[SHQVHV�WKDW�DUH�JUHDWHU�WKDQ�H[SHFWHG�DQG�FRXOG�GLVUXSW�RXU�EXVLQHVV�

� ,I�RXU�FXVWRPHUV�GLVFRQWLQXH�WKHLU�GHYHORSPHQW��SURGXFWLRQ�DQG�PDQXIDFWXULQJ�HIIRUWV�XVLQJ�RXU�HQJLQHHUHG�FHOOV�DQG�RU�ELRPDQXIDFWXULQJ
SURFHVVHV��RXU�IXWXUH�ILQDQFLDO�SRVLWLRQ�PD\�EH�DGYHUVHO\�LPSDFWHG�
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� )XUWKHU��EHFDXVH�RXU�UHYHQXH�LV�FRQFHQWUDWHG�LQ�D�OLPLWHG�QXPEHU�RI�FXVWRPHUV��VRPH�RI�ZKLFK�DUH�UHODWHG�SDUWLHV��RXU�UHYHQXH��UHVXOWV�RI
RSHUDWLRQV��FDVK�IORZV�DQG�UHSXWDWLRQ�LQ�WKH�PDUNHWSODFH�PD\�VXIIHU�XSRQ�WKH�ORVV�RI�D�VLJQLILFDQW�FXVWRPHU�

� :H�DUH�RU�FRXOG�EHFRPH�LQYROYHG�LQ�VHFXULWLHV�RU�VKDUHKROGHU�OLWLJDWLRQ�DQG�RWKHU�UHODWHG�PDWWHUV��ZKLFK�FRXOG�EH�H[SHQVLYH�DQG�WLPH�
FRQVXPLQJ��6XFK�OLWLJDWLRQ�DQG�UHODWHG�PDWWHUV�FRXOG�KDUP�RXU�EXVLQHVV�

� ,Q�FHUWDLQ�FDVHV��RXU�EXVLQHVV�SDUWQHUV�PD\�KDYH�GLVFUHWLRQ�LQ�GHWHUPLQLQJ�ZKHQ�DQG�ZKHWKHU�WR�PDNH�DQQRXQFHPHQWV�DERXW�WKH�VWDWXV�RI
RXU�FROODERUDWLRQV��LQFOXGLQJ�DERXW�GHYHORSPHQWV�DQG�WLPHOLQHV�IRU�DGYDQFLQJ�SURJUDPV��DQG�WKH�SULFH�RI�RXU�FRPPRQ�VWRFN�PD\�GHFOLQH
DV�D�UHVXOW�RI�DQQRXQFHPHQWV�RI�XQH[SHFWHG�UHVXOWV�RU�GHYHORSPHQWV�

� 8QFHUWDLQW\�UHJDUGLQJ�WKH�GHPDQG�IRU�SDVVLYH�PRQLWRULQJ�SURJUDPV�DQG�ELRVHFXULW\�VHUYLFHV�FRXOG�PDWHULDOO\�DGYHUVHO\�DIIHFW�RXU
EXVLQHVV�

� 5DSLGO\�FKDQJLQJ�WHFKQRORJ\�DQG�HPHUJLQJ�FRPSHWLWLRQ�LQ�WKH�V\QWKHWLF�ELRORJ\�LQGXVWU\�FRXOG�PDNH�WKH�SODWIRUP��SURJUDPV��DQG
SURGXFWV�ZH�DQG�RXU�FXVWRPHUV�DUH�GHYHORSLQJ�REVROHWH�RU�QRQ�FRPSHWLWLYH�XQOHVV�ZH�FRQWLQXH�WR�GHYHORS�RXU�SODWIRUP�DQG�SXUVXH�QHZ
PDUNHW�RSSRUWXQLWLHV�

� (WKLFDO��OHJDO�DQG�VRFLDO�FRQFHUQV�DERXW�JHQHWLFDOO\�PRGLILHG�RUJDQLVPV��³*02V´��DQG�JHQHWLFDOO\�PRGLILHG�SODQW�RU�DQLPDO�FHOOV�DQG
JHQHWLFDOO\�PRGLILHG�SURWHLQV�DQG�ELRPDWHULDOV��FROOHFWLYHO\��³*HQHWLFDOO\�0RGLILHG�0DWHULDOV´��DQG�WKHLU�UHVXOWLQJ�SURGXFWV�FRXOG�OLPLW�RU
SUHYHQW�WKH�XVH�RI�SURGXFWV�RU�SURFHVVHV�XVLQJ�RXU�WHFKQRORJLHV��OLPLW�SXEOLF�DFFHSWDQFH�RI�VXFK�SURGXFWV�RU�SURFHVVHV�DQG�OLPLW�RXU
UHYHQXHV�

� ,I�ZH�DUH�XQDEOH�WR�REWDLQ��PDLQWDLQ�DQG�GHIHQG�SDWHQWV�SURWHFWLQJ�RXU�LQWHOOHFWXDO�SURSHUW\��RXU�FRPSHWLWLYH�SRVLWLRQ�ZLOO�EH�KDUPHG��,I�ZH
DUH�XQDEOH�WR�SURWHFW�WKH�FRQILGHQWLDOLW\�RI�RXU�WUDGH�VHFUHWV��RXU�EXVLQHVV�DQG�FRPSHWLWLYH�SRVLWLRQ�ZLOO�EH�KDUPHG��:H�PD\�EHFRPH
LQYROYHG�LQ�ODZVXLWV�RU�RWKHU�HQIRUFHPHQW�SURFHHGLQJV�WR�SURWHFW�RU�HQIRUFH�RXU�SDWHQWV�RU�RWKHU�LQWHOOHFWXDO�SURSHUW\��ZKLFK�FRXOG�EH
H[SHQVLYH��WLPH�FRQVXPLQJ�DQG�SRWHQWLDOO\�XQVXFFHVVIXO�

� :H�UHO\�RQ�RXU�FXVWRPHUV��MRLQW�YHQWXUHUV��HTXLW\�LQYHVWHHV�DQG�RWKHU�WKLUG�SDUWLHV�WR�GHOLYHU�WLPHO\�DQG�DFFXUDWH�LQIRUPDWLRQ�LQ�RUGHU�WR
DFFXUDWHO\�UHSRUW�RXU�ILQDQFLDO�UHVXOWV�LQ�WKH�WLPH�IUDPH�DQG�PDQQHU�UHTXLUHG�E\�ODZ�

� :H�KDG�LQ�WKH�SDVW�LGHQWLILHG�D�PDWHULDO�ZHDNQHVV�LQ�RXU�LQWHUQDO�FRQWUROV�RYHU�ILQDQFLDO�UHSRUWLQJ��DQG�ZH�PD\�LGHQWLI\�DGGLWLRQDO�PDWHULDO
ZHDNQHVVHV�LQ�WKH�IXWXUH��$�IDLOXUH�WR�PDLQWDLQ�DQ�HIIHFWLYH�V\VWHP�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�PD\�UHVXOW�LQ�D�IDLOXUH�WR
DFFXUDWHO\�UHSRUW�RXU�ILQDQFLDO�UHVXOWV�RU�SUHYHQW�IUDXG��$V�D�UHVXOW��VWRFNKROGHUV�FRXOG�ORVH�FRQILGHQFH�LQ�RXU�ILQDQFLDO�DQG�RWKHU�SXEOLF
UHSRUWLQJ��ZKLFK�ZRXOG�KDUP�RXU�EXVLQHVV�DQG�WKH�WUDGLQJ�SULFH�RI�RXU�FRPPRQ�VWRFN�

� )DLOXUH�WR�FRPSO\�ZLWK�IHGHUDO��VWDWH��ORFDO�DQG�LQWHUQDWLRQDO�ODZV�DQG�UHJXODWLRQV�FRXOG�H[SRVH�XV�WR�VLJQLILFDQW�OLDELOLWLHV�RU�SHQDOWLHV�DQG
DGYHUVHO\�DIIHFW�RXU�EXVLQHVV��RXU�ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�DQG�ZH�PD\�LQFXU�VLJQLILFDQW�FRVWV�FRPSO\LQJ�ZLWK�VXFK
ODZV�DQG�UHJXODWLRQV

� :H�DQG�RXU�ODERUDWRU\�SDUWQHUV�DUH�VXEMHFW�WR�D�YDULHW\�RI�ODERUDWRU\�WHVWLQJ�VWDQGDUGV��FRPSOLDQFH�ZLWK�ZKLFK�LV�DQ�H[SHQVLYH�DQG�WLPH�
FRQVXPLQJ�SURFHVV��DQG�DQ\�IDLOXUH�WR�FRPSO\�FRXOG�UHVXOW�LQ�VXEVWDQWLDO�SHQDOWLHV�DQG�GLVUXSWLRQV�WR�RXU�EXVLQHVV�

� 6LJQLILFDQW�GLVUXSWLRQV�WR�RXU�DQG�RXU�VHUYLFH�SURYLGHUV¶�LQIRUPDWLRQ�WHFKQRORJ\�V\VWHPV�RU�GDWD�VHFXULW\�LQFLGHQWV�FRXOG�UHVXOW�LQ
VLJQLILFDQW�ILQDQFLDO��OHJDO��UHJXODWRU\��EXVLQHVV�DQG�UHSXWDWLRQDO�KDUP�WR�XV�
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3$57�,

,WHP����%XVLQHVV�

8QOHVV�WKH�FRQWH[W�RWKHUZLVH�UHTXLUHV��DOO�UHIHUHQFHV�LQ�WKLV�VHFWLRQ�WR�WKH�³&RPSDQ\�´�³*LQNJR�´�³ZH�´�³XV�´�RU�³RXU´�UHIHU�WR�WKH�EXVLQHVV�RI
*LQNJR�%LRZRUNV�+ROGLQJV��,QF��DQG�RXU�VXEVLGLDULHV�

2YHUYLHZ��2XU�0LVVLRQ�LV�WR�0DNH�%LRORJ\�(DVLHU�WR�(QJLQHHU

2XU�PLVVLRQ�LV�WR�PDNH�ELRORJ\�HDVLHU�WR�HQJLQHHU��7KDW�KDV�QHYHU�FKDQJHG��(YHU\�FKRLFH�ZH¶YH�PDGH�ZLWK�UHVSHFW�WR�RXU�EXVLQHVV�PRGHO��RXU
SODWIRUP��RXU�SHRSOH��DQG�RXU�FXOWXUH�LV�JURXQGHG�LQ�ZKHWKHU�LW�ZLOO�DGYDQFH�RXU�PLVVLRQ�

:K\"�%HFDXVH�

�� %LRORJ\�LV�SURJUDPPDEOH��$OO�OLYLQJ�WKLQJV�UXQ�RQ�WKH�VDPH�'1$�FRGH�
�� %LRORJ\�PDWWHUV��7KH�DELOLW\�WR�HQJLQHHU�ELRORJ\�KDV�KDG�DQG�ZLOO�KDYH�D�SURIRXQG�LPSDFW�RQ�KRZ�ZH�GHYHORS�QHZ�PHGLFLQHV�DQG

YDFFLQHV��JURZ�RXU�IRRG��DQG�PDQXIDFWXUH�PDQ\�RI�WKH�WKLQJV�ZH�XVH�HYHU\�GD\�
�� %LRORJ\�LV�KDUG��7RGD\��LW�LV�VWLOO�WRR�GLIILFXOW�DQG�WRR�FRVWO\�WR�HQJLQHHU�ELRORJ\��SUHYHQWLQJ�FULWLFDO�LQQRYDWLRQV�IURP�UHDFKLQJ�WKH�PDUNHW�

*LQNJR�VHOOV�VHUYLFHV�LQ�WZR�EXVLQHVV�VHJPHQWV��FHOO�HQJLQHHULQJ��ZKHUH�ZH�SURYLGH�ELRORJLFDO�5	'�VHUYLFHV�IRU�RXU�FXVWRPHUV�DFURVV�D�UDQJH�RI
LQGXVWULHV��DQG�ELRVHFXULW\��ZKHUH�ZH�SURYLGH�VHUYLFHV�WR�JRYHUQPHQW�DQG�FRPPHUFLDO�FXVWRPHUV�VR�WKH\�FDQ�ZRUN�WR�LGHQWLI\��PRQLWRU��SUHYHQW�
PLWLJDWH��DQG�XOWLPDWHO\�SURWHFW�KXPDQLW\�IURP�ELRORJLFDO�WKUHDWV��$Q�RYHUYLHZ�RI�WKHVH�WZR�EXVLQHVV�VHJPHQWV�LV�SURYLGHG�EHORZ�

&HOO�HQJLQHHULQJ

2XU�FHOO�HQJLQHHULQJ�FXVWRPHUV�ZRUN�ZLWK�ELRORJ\�WR�GLVFRYHU�DQG�PDQXIDFWXUH�QHZ�SURGXFWV�WKDW�KDYH�WUDQVIRUPDWLYH�SRWHQWLDO�DFURVV�LQGXVWULHV�

� LQ�PHGLFLQH��GHYHORSLQJ�LQQRYDWLYH�QHZ�WKHUDSHXWLFV�DQG�YDFFLQHV�
� LQ�DJULFXOWXUH��DGYDQFLQJ�WKH�VXVWDLQDELOLW\�DQG�VHFXULW\�RI�RXU�IRRG�V\VWHPV�
� LQ�LQGXVWULDO�ELRWHFKQRORJ\��DGYDQFLQJ�WKH�ZD\�ZH�PDQXIDFWXUH�D�ZLGH�UDQJH�RI�SURGXFWV�IRU�EHWWHU�SHUIRUPDQFH�DQG�ORZHU�HQYLURQPHQWDO

LPSDFW��DQG
� LQ�JRYHUQPHQW��DGYDQFLQJ�QHZ�5	'�SULRULWLHV�RI�VWUDWHJLF�LPSRUWDQFH�WR�WKH�8QLWHG�6WDWHV�DQG�LWV�DOOLHV�

%HFDXVH�HQJLQHHULQJ�ELRORJ\�LV�GLIILFXOW�DQG�XQSUHGLFWDEOH��ELRWHFK�5	'�LV�WUDGLWLRQDOO\�SHUIRUPHG�E\�LQ�KRXVH�ODEV�ILOOHG�ZLWK�KLJKO\�WUDLQHG
VFLHQWLVWV�UXQQLQJ�ODE�H[SHULPHQWV�E\�KDQG�RYHU�VHYHUDO�\HDUV�LQ�WKH�KRSH�RI�XOWLPDWHO\�GHYHORSLQJ�D�ZRUNLQJ�SURGXFW��0DQ\�FHOO�HQJLQHHULQJ
SURMHFWV�IDLO�LQ�GHYHORSPHQW�GXH�WR�VFLHQWLILF�FKDOOHQJHV��DQG�PDQ\�DUH�WHUPLQDWHG�EHFDXVH�WKH\�DUH�WDNLQJ�WRR�ORQJ�RU�DUH�RYHU�EXGJHW�

*LQNJR�GRHV�QRW�PDNH�HQG�SURGXFWV��LQVWHDG��ZH�RIIHU�ELRORJLFDO�5	'�VHUYLFHV�RQ�RXU�SODWIRUP�WR�HQDEOH�RXU�FXVWRPHUV�WR�EULQJ�WKHLU�SURGXFWV�WR
PDUNHW��+LVWRULFDOO\��*LQNJR¶V�SULPDU\�VHUYLFH�RIIHULQJ�KDV�EHHQ�HQG�WR�HQG�FHOO�HQJLQHHULQJ�5	'�VHUYLFHV��VROXWLRQV���,Q�������*LQNJR�H[SDQGHG�LWV
VHUYLFH�RIIHULQJ�WR�LQFOXGH�VHUYLFHV�WKDW�SURYLGH�RXU�FXVWRPHUV�FHOO�HQJLQHHULQJ�WRROV�IRU�ELRORJLFDO�5	'��ZKLFK�DUH�LQWHQGHG�WR�SURYLGH�PRUH
WDUJHWHG�DQG�EHVSRNH�UHVRXUFHV�WR�FXVWRPHUV�WKDW�FRQWLQXH�WR�FRQGXFW�LQ�KRXVH�5	'��2XU�VHUYLFHV�DUH�GHVLJQHG�WR�RIIHU�FXVWRPHUV�EHWWHU�UHVXOWV
RQ�WKH�GLPHQVLRQV�RI�SUREDELOLW\�RI�VXFFHVV��VSHHG��RU�FRVW���DQG�LGHDOO\�RQ�DOO�WKUHH�

7KH�IXQGDPHQWDO�DGYDQWDJH�RI�RXU�FHOO�HQJLQHHULQJ�SODWIRUP�RYHU�WUDGLWLRQDO�FHOO�HQJLQHHULQJ�GRQH�E\�KDQG�DW�RXU�FXVWRPHUV¶�ODEV�LV�WKDW�RXU
SODWIRUP�LPSURYHV�ZLWK�VFDOH�ZKLOH�LQ�KRXVH�FHOO�HQJLQHHULQJ�LQ�RXU�FXVWRPHUV
�ODEV�ODUJHO\�GRHV�QRW��&RPSRXQGLQJ�DQG�PXWXDOO\�UHLQIRUFLQJ
LPSURYHPHQWV�RI�RXU�ODERUDWRU\�DXWRPDWLRQ�DQG�VRIWZDUH�LQIUDVWUXFWXUH�RXU�)RXQGU\�DQG�RXU�UHXVDEOH�GDWD�DVVHWV�RXU�&RGHEDVH�HQDEOH�XV�WR
LPSURYH�RXU�VHUYLFHV�ZLWK�HDFK�VXFFHVVLYH�SURMHFW�

�
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2XU�)RXQGU\�LV�D�IOH[LEOH�FDSDELOLW\�IRU�ODUJH�VFDOH�GDWD�JHQHUDWLRQ��LW�SRZHUV�JHQHUDWLYH�$,�DQG�PDFKLQH�OHDUQLQJ��³0/´��WRROV�WKDW�HQDEOH�PRUH
VXFFHVVIXO�ELRORJLFDO�5	'��:H�QRZ�RIIHU�VHUYLFHV�SURYLGLQJ�VXFK�GDWD�JHQHUDWLRQ��$,�DQG�DXWRPDWLRQ�WRROV�GLUHFWO\�WR�*LQNJR�FXVWRPHUV��2XU
&RGHEDVH�LV�D�GDWD�DVVHW�FRPSULVLQJ�EHVW�SUDFWLFHV�IRU�FHOO�HQJLQHHULQJ��DORQJ�ZLWK�VHTXHQFHV�DQG�KRVW�FHOOV�WKDW�KDYH�EHHQ�KRQHG�WKURXJK�GR]HQV
RI�SURJUDPV�DQG�FDQ�EH�GLUHFWO\�UHXVDEOH�IRU�RXU�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�

&HOO�HQJLQHHULQJ�VHUYLFH�RIIHULQJV��GHSLFWHG�RQ�D�VSHFWUXP�RI�FXVWRPL]DWLRQ�DQG�WHFKQLFDO�ULVN�ERUQH�E\�*LQNJR�RQ�WKH�YHUWLFDO�D[LV��DQG�WKH�PL[
RI�XS�IURQW�VHUYLFH�IHHV�DQG�GRZQVWUHDP�YDOXH�ZH�FKDUJH�RQ�WKH�KRUL]RQWDO�D[LV�

%LRVHFXULW\

,Q�HYHU\�WHFKQRORJLFDO�UHYROXWLRQ��UHDSLQJ�WKH�EHQHILWV�WR�WKH�HFRQRP\�DQG�VRFLHW\�UHTXLUHV�JUDSSOLQJ�ZLWK�WKH�FRUUHVSRQGLQJ�ULVNV��$�FULWLFDO�SDUW
RI�PDNLQJ�ELRORJ\�HDVLHU�WR�HQJLQHHU�LV�FUHDWLQJ�UREXVW�ELRVHFXULW\�LQIUDVWUXFWXUH�WR�KHOS�PDQDJH�WKH�PDQ\�DFFHOHUDWLQJ�DQG�GLYHUVLI\LQJ�VRXUFHV�RI
ELRORJLFDO�ULVN��ZKHWKHU�QDWXUDO�RU�HQJLQHHUHG��DFFLGHQWDO�RU�PDOLFLRXV�

,Q�WKH�GLJLWDO�ZRUOG��ZH¶YH�OHDUQHG�WKDW�ZH�QHHG�WR�EXLOG�FRPSUHKHQVLYH�LQIUDVWUXFWXUH�WR�SURWHFW�RXU�GLJLWDO�V\VWHPV��IURP�ILQDQFLDO�PDUNHWV�WR
SRZHU�JULGV�IURP�KDUPIXO�FRGH��7KH�PRGHUQ�F\EHUVHFXULW\�LQGXVWU\�RIIHUV�WRROV�WR�FRQVWDQWO\�LGHQWLI\��PRQLWRU��SUHYHQW��DQG�PLWLJDWH�F\EHU�ULVN�LQ
QHDU�UHDO�WLPH��7KLV�LV�KDSSHQLQJ�FRQVWDQWO\��DOO�DURXQG�XV��2XU�SK\VLFDO�ZRUOG�GHPDQGV�WKH�VDPH�W\SH�RI�ZLGHVSUHDG�ELRVHFXULW\�LQIUDVWUXFWXUH�WR
GHWHFW��FKDUDFWHUL]H��UHVSRQG�WR��DWWULEXWH��DQG�SUHYHQW�ELRORJLFDO�WKUHDWV�

%XLOGLQJ�ZLGHVSUHDG�ELRVHFXULW\�LQIUDVWUXFWXUH�LV�QRW�HDV\��EXW�WKH�&29,'����SDQGHPLF�DQG�VXEVHTXHQW�ELRWKUHDWV��H�J���+�1��DQG�PSR[��LOOXVWUDWH
WKH�JURZLQJ�ULVN�DQG�XUJHQW�QHHG�IRU�D�VROXWLRQ��'XULQJ�WKH�&29,'����SDQGHPLF��RXU�KHDOWKFDUH�LQIUDVWUXFWXUH��WKH�ELRPHGLFDO�WHFKQRORJ\�LQGXVWU\�
DQG�FRPPXQLWLHV�DFURVV�WKH�ZRUOG�PRELOL]HG�LQ�YDOLDQW�DQG�XQSUHFHGHQWHG�ZD\V��EXW�PLOOLRQV�RI�OLYHV�DQG�WULOOLRQV�RI�GROODUV�ZHUH�VWLOO�ORVW��2XU
FXUUHQW�V\VWHPV�DUH�RYHUO\�UHDFWLYH�DQG�UHPDLQ�LQVXIILFLHQW�WR�SURWHFW�XV�IURP�IXWXUH�ELRWKUHDWV��ZKHWKHU�WKH\�FRPH�IURP�0RWKHU�1DWXUH��ELRHUURU��RU
ELRWHUURU�

:H�QHHG�D�IXQGDPHQWDOO\�GLIIHUHQW�DSSURDFK�WR�VHFXULQJ�ELRORJ\�RQH�WKDW�VWDUWV�ZLWK�GDWD��7KH�JHQRPLF�LQIRUPDWLRQ�WKDW�XQGHUOLHV�WKH�ELRORJLFDO
ZRUOG�LV�ZKDW�DOORZV�XV�WR�SURJUDP�LW�OLNH�FRPSXWHUV��DQG�LW¶V�ZKDW�DOORZV�XV�WR�XQGHUVWDQG�ELRORJ\�DW�D�PROHFXODU�OHYHO�DQG�OHDUQ�WR�SUHGLFW�KRZ�LW¶V
JRLQJ�WR�EHKDYH�LQ�WKH�ZRUOG��2XU�ELRVHFXULW\�SODWIRUP�LV�EXLOW�RQ�WKH�SUHPLVH�WKDW�JHQHWLF�LQIRUPDWLRQ�LV�D�FULWLFDO�GDWD�DVVHW�WKDW�ZLOO�IRUP�WKH
IRXQGDWLRQ�IRU�QH[W�JHQHUDWLRQ�ELRVHFXULW\��%\�EXLOGLQJ�VHUYLFHV�WR�KHOS�RXU�FXVWRPHUV�PRQLWRU�DQG�DQDO\]H�WKLV�GDWD��ZH�EHOLHYH�ZH�DUH
FRQWULEXWLQJ�WR�D�VWHS�FKDQJH�LQ�KXPDQLW\
V�DELOLW\�WR�UDSLGO\�DQG�UHOLDEO\�LGHQWLI\��PRQLWRU��SUHYHQW��DQG�PLWLJDWH�ELRORJLFDO�WKUHDWV�

�
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%HFDXVH�ELRVHFXULW\�LV�D�PDWWHU�RI�QDWLRQDO�DQG�JOREDO�VHFXULW\��RXU�SULPDU\�ELRVHFXULW\�FXVWRPHUV�DUH�JRYHUQPHQWV��2XU�ELRVHFXULW\�RIIHULQJ�KDV
HYROYHG�RYHU�WKH�SDVW�VHYHUDO�\HDUV��:H�FXUUHQWO\�SURYLGH�ELRVHFXULW\�VHUYLFHV�YLD�WZR�FRUH�RIIHULQJV�DV�LQWURGXFHG�LQ�HDUO\������

� &DQRS\��ZKLFK�KHOSV�RXU�FXVWRPHUV�JHQHUDWH�KLJK�YDOXH�JHQRPLF�GDWD�IURP�VWUDWHJLFDOO\�SRVLWLRQHG�QRGHV��OLNH�DLUSRUWV�DQG�ERUGHU
FKHFNSRLQWV��YLD�HQG�WR�HQG�ELRPRQLWRULQJ�SURJUDPV��DQG

� +RUL]RQ��RXU�GLJLWDO�VXUYHLOODQFH��DQDO\WLFV�DQG�LQVLJKWV�SODWIRUP�WKDW�GHWHFWV�DQG�PRQLWRUV�ELRWKUHDWV�ZRUOGZLGH�

/LNH�RXU�FHOO�HQJLQHHULQJ�SODWIRUP��RXU�ELRVHFXULW\�SODWIRUP�JHWV�EHWWHU�ZLWK�VFDOH��$V�ZH�GHSOR\�PRUH�GHWHFWLRQ�QRGHV��ZH�FDQ�DFKLHYH�HDUOLHU
GHWHFWLRQ�DQG�GHYHORS�GHHSHU�LQVLJKWV�DERXW�ELRWKUHDWV�DV�WKH\�RULJLQDWH�DQG�WUDYHO�DFURVV�WKH�JOREH��:H�LQYHVW�LQ�RXU�SODWIRUP�WR�EXLOG�RXW�RXU
RSHUDWLRQDO��H�J���QHZ�QRGH�W\SHV���ODE��H�J���QHZ�WDUJHW�GHWHFWLRQ���DQG�GLJLWDO��H�J���EHWWHU�SUHGLFWLRQ��FDSDELOLWLHV��,QFUHDVLQJ�VFDOH�VXEVWDQWLDOO\
VWUHQJWKHQV�WKH�HIILFDF\�RI�RXU�SODWIRUP��DV�JOREDO�GDWD�IURP�PXOWLSOH�VRXUFHV�SURYLGHV�LQVLJKWV�EH\RQG�ZKDW�DQ\�VLQJOH�FRXQWU\¶V�GDWD�FRXOG�\LHOG
DORQH�

&HOO�(QJLQHHULQJ��HQDEOLQJ�WKH�GLVFRYHU\��IXQFWLRQDO�RSWLPL]DWLRQ�DQG�HIILFLHQW�PDQXIDFWXULQJ�RI�ELRWHFKQRORJ\�SURGXFWV

%LRORJ\�UXQV�RQ�D�GLJLWDO�FRGH��,W¶V�MXVW�$¶V��7¶V��&¶V��DQG�*¶V�UDWKHU�WKDQ��¶V�DQG��¶V��7KHUH�DUH�VHTXHQFHV�WKDW�FRGH�IRU�SURJUDPPLQJ�ORJLF�WXUQLQJ
JHQHV�RQ�ZKHQ�FHUWDLQ�FRQGLWLRQV�DUH�PHW�DQG�WKHUH�DUH�VHTXHQFHV�WKDW�HQFRGH�IXQFWLRQV�DQG�EHKDYLRUV�WKH�SK\VLFDO�VWUXFWXUHV�RI�SURWHLQV�DQG
HQ]\PHV�WKDW�FUHDWH�ELRORJLFDO�VWUXFWXUHV�DQG�PDWHULDOV�RU�FDWDO\]H�FKHPLFDO�UHDFWLRQV��6\QWKHWLF�ELRORJLVWV�EXLOG�FHOO�SURJUDPV�E\�ZULWLQJ�QHZ
VHTXHQFHV�FRPELQLQJ�UHJXODWRU\�DQG�IXQFWLRQDO�HOHPHQWV�LQWR�D�V\QWKHVL]HG�VWUDQG�RI�'1$�DQG�ERRWLQJ�WKHP�XS�LQ�FHOOV�WR�SHUIRUP�XVHIXO�WDVNV�
XVXDOO\�SURGXFLQJ�D�SDUWLFXODU�ELRSURGXFW�VXFK�DV�51$��SURWHLQ��HQ]\PH��RU�FKHPLFDO�

%LRORJLFDO�FRGH�SURJUDPV�WKH�ZRUOG�RI�DWRPV��QRW�ELWV��7KLV�LV�ZKDW�PDNHV�WKH�SRWHQWLDO�LPSDFW�RI�FHOO�HQJLQHHULQJ�VR�JUHDW��DQG�LQVSLUHV�XV�WR�ZRUN
WR�PDNH�ELRORJ\�HDVLHU�WR�HQJLQHHU�DQG�VHFXUH��%XW�LW�DOVR�SRVHV�LQFUHGLEOH�FKDOOHQJHV�WKDW�PDNH�FHOO�SURJUDPPLQJ�VR�KDUG�WRGD\��2XU�FRGH�LV�D
SK\VLFDO�REMHFW�ZLWK�FKHPLFDO�SURSHUWLHV��,W�IROGV�DQG�ELQGV�DQG�LQWHUDFWV�LQ�PDQ\�FRPSOH[�ZD\V��,W�SURGXFHV�SURWHLQV�WKDW�FDWDO\]H�FKHPLFDO
UHDFWLRQV�WKDW�LQWHUDFW�LQ�D�FRPSOH[�ZHE�RI�FRQQHFWLRQV��(YHQ�WKH�VLPSOHVW�FHOO�SURJUDPV�HQFRXQWHU�LQFUHGLEOH�FRPSOH[LW\��HPHUJLQJ�IURP�DOO�RI�WKH
LQWHUDFWLRQV�RI�FKHPLFDOV��'1$��51$��DQG�SURWHLQV�LQVLGH�RI�D�FHOO�

%HFDXVH�DOO�RUJDQLVPV�UXQ�RQ�WKH�VDPH�'1$�FRGH��JHQHUDO�SXUSRVH�FHOO�SURJUDPPLQJ�FDQ�EH�DSSOLHG�DFURVV�PDQ\�GLIIHUHQW�PDUNHWV�WR�HQDEOH�WKH
GHVLJQ�RI�QHZ�LQQRYDWLYH�SURGXFWV�DV�ZHOO�DV�LPSURYH�PDQXIDFWXULQJ�FRVW�DQG�VXVWDLQDELOLW\�RI�H[LVWLQJ�RQHV��*LYHQ�WKH�EUHDGWK�RI�DSSOLFDWLRQ
DUHDV�DQG�WKH�SRWHQWLDO�RI�ELRORJ\��ZH�EHOLHYH�WKDW�WKH�HQG�PDUNHWV�IRU�ELRHQJLQHHUHG�SURGXFWV�ZLOO�EH�HQRUPRXV��$V�ZH�GHYHORS�D�JUHDWHU�DELOLW\�WR
SURJUDP�ELRORJ\�DQG�GLUHFW�LW�WRZDUGV�QRYHO�DQG�PRUH�FKDOOHQJLQJ�DSSOLFDWLRQV��WKH�VSHFWUXP�RI�SRVVLELOLWLHV�ZLOO�XQGRXEWHGO\�JURZ�

7RGD\��RXU�VHUYLFHV�VSDQ�PDUNHWV�DQG�PRGDOLWLHV�WR�HQDEOH�D�ZLGH�UDQJH�RI�ELRWHFK�SURGXFWV��LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��V\VWHPV�IRU�WKH
GLVFRYHU\��RSWLPL]DWLRQ��DQG�PDQXIDFWXULQJ�RI�

� '1$�VHTXHQFHV�GHOLYHUHG�DV�YDFFLQHV�DQG�JHQH�WKHUDSLHV�
� 51$�VHTXHQFHV�IRU�YDFFLQHV�DQG�WKHUDSHXWLFV�LQFOXGLQJ�P51$��FLUFXODU�51$��DQG�RWKHU�DSSURDFKHV�
� 3URWHLQV�XVHG�LQ�ELRORJLF�PHGLFLQHV�DQG�DQWLERGLHV��DGHQR�DVVRFLDWHG�YLUXV��³$$9´��FDSVLGV�DQG�RWKHU�GHOLYHU\�PHWKRGV�IRU�JHQH

WKHUDSLHV��YDFFLQHV��SODQW�WUDLWV�IRU�FURS�SURWHFWLRQ��DQG�IRRG�DQG�DOWHUQDWLYH�PHDW�DQG�GDLU\�
� (Q]\PHV�XVHG�LQ�ELRFDWDO\VLV��GLDJQRVWLFV��WKHUDSHXWLFV��DQG�51$�YDFFLQH�SURGXFWLRQ�
� 6PDOO�PROHFXOHV�DQG�QDWXUDO�SURGXFWV�WKDW�FDQ�EH�SURGXFHG�YLD�SDWKZD\V�RI�PXOWLSOH�HQ]\PHV�LQ�HQJLQHHUHG�FHOOV�IRU�SKDUPDFHXWLFDO

LQJUHGLHQWV�DQG�DGMXYDQWV��DJULFXOWXUDO�ELRFKHPLFDOV��FRVPHWLFV�DQG�IRRG�LQJUHGLHQWV��DQG�VSHFLDOW\�RU�FRPPRGLW\�FKHPLFDOV�
� 0LFURELDO�FHOOV�WKDW�FDQ�SURYLGH�FURS�QXWULWLRQ�RU�FURS�SURWHFWLRQ�LQ�DJULFXOWXUH��LPSDFW�VRLO�FDUERQ�VHTXHVWUDWLRQ�WR�KHOS�DGGUHVV�FOLPDWH

FKDQJH��DQG�PLFURELRPH�WKHUDSHXWLFV��DQG

�
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� 0DPPDOLDQ�FHOOV�IRU�PDQXIDFWXULQJ�RI�ELRORJLFV��JHQRPLF�PHGLFLQHV��DQG�FHOO�WKHUDSLHV�
*LQNJR�SURYLGHV�WKHVH�VHUYLFHV�XVLQJ�LWV�SODWIRUP�IRU�FHOO�HQJLQHHULQJ��7KLV�SODWIRUP�EULQJV�WRJHWKHU�WHFKQRORJ\��GDWD��ELRORJLFDO�DVVHWV�DQG�VXEMHFW
PDWWHU�H[SHUWV�

� SURSULHWDU\�DXWRPDWLRQ�WHFKQRORJLHV�WKDW�HQDEOH�IOH[LELOLW\�DQG�VFDOH�
� LQ�KRXVH�VRIWZDUH��PDFKLQH�OHDUQLQJ��DQG�JHQHUDWLYH�$,�PRGHOV�IRU�FHOO�SURJUDPPLQJ�
� PDVVLYH�GDWDEDVHV�RI�'1$�VHTXHQFHV�DQG�ODEHOHG�GDWD�RQ�IXQFWLRQDO�SHUIRUPDQFH�RI�HQJLQHHUHG�FHOOV�
� UHXVDEOH�DVVHWV�WKDW�HQDEOH�IDVWHU�DQG�PRUH�SUHGLFWDEOH�FHOO�SURJUDPPLQJ��DQG
� H[SHUW�VFLHQWLVWV�WKDW�OHYHUDJH�SODWIRUP�WRROV�DQG�GDWD�WR�HQDEOH�SDUWQHUV�WR�DFKLHYH�WKHLU�GHVLUHG�UHVXOWV

(QDEOLQJ�FXVWRPHU�VXFFHVV�DFURVV�PDUNHWV

:H�VHOO�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�DQG�FHOO�HQJLQHHULQJ�WRROV�RIIHULQJV�WR�FXVWRPHUV�DFURVV�PDUNHWV��2XU�FXVWRPHUV�EULQJ�LQFUHGLEOH
GHSWK�DQG�H[SHUWLVH�LQ�WKHLU�XQLTXH�WHFKQLFDO�GRPDLQV�DQG�PDUNHW�DUHDV��:KHWKHU�LW¶V�WKHLU�XQGHUVWDQGLQJ�RI�XQGHUO\LQJ�GLVHDVH�ELRORJ\�RU�SODQW
SK\VLRORJ\��WKHLU�H[SHULHQFH�ZLWK�WKH�SHUIRUPDQFH�RI�UHJXODWRU\�WULDOV�LQ�DQLPDO�VWXGLHV��LQ�WKH�FOLQLF��RU�LQ�WKH�ILHOG��RU�WKHLU�NQRZOHGJH�RI�SURGXFW
IRUPXODWLRQ�DQG�IXQFWLRQDO�WHVWLQJ��WKH\�KDYH�VSHFLDOL]HG�GHHSO\�WR�EH�DEOH�WR�GHYHORS��PDQXIDFWXUH��GLVWULEXWH��DQG�PDUNHW�D�SURGXFW��2XU�UROH�LV�WR
HQDEOH��ZH�SURYLGH�RXU�FXVWRPHUV�ZLWK�5	'�VROXWLRQV�DQG�WRROV�WKDW�KHOS�WKHP�DFFHVV�PRUH�ELRORJLFDO�GHVLJQ�VSDFH�LQ�RUGHU�WR�GLVFRYHU�DQG
RSWLPL]H�IXQFWLRQDOLW\�DQG�GHYHORS�HIILFLHQW�PDQXIDFWXULQJ�PHWKRGV�IRU�WKHLU�SURGXFWV�

3KDUPDFHXWLFDO�DQG�%LRWHFKQRORJ\

7KHUH�LV�DQ�XUJHQW�DQG�FULWLFDO�QHHG�IRU�QHZ��EHWWHU��DQG�PRUH�DFFHVVLEOH�WKHUDSHXWLFV�DQG�YDFFLQHV�ZRUOGZLGH��7KHUH�LV�DOVR�ZLGHVSUHDG�UHDOL]DWLRQ
DFURVV�WKH�SKDUPDFHXWLFDO�LQGXVWU\�WKDW�UHVHDUFK�SURGXFWLYLW\�PXVW�EH�HQKDQFHG�LQ�RUGHU�WR�PHHW�WKLV�QHHG��<HW��HYHQ�ZLWK�KXQGUHGV�RI�ELOOLRQV�RI
GROODUV�VSHQW�DQQXDOO\�RQ�SKDUPDFHXWLFDO�5	'��WKH�FRVW�WR�EULQJ�D�QHZ�GUXJ�WR�PDUNHW�LV�RQO\�LQFUHDVLQJ�

7KH�SKDUPDFHXWLFDO�LQGXVWU\�WRGD\�UHOLHV�KHDYLO\�RQ�RXWVRXUFHG�5	'��ERWK�WR�VSHFLDOL]HG��LQQRYDWLYH�VPDOO�ELRWHFK��DV�ZHOO�DV�WR�FRQWUDFW�UHVHDUFK
RUJDQL]DWLRQV��³&52V´��WKDW�FDQ�DXWRPDWH�DQG�VFDOH�VSHFLILF�FRPPRQ�ZRUNIORZV�DW�GLIIHUHQW�VWDJHV�RI�WKH�5	'�SURFHVV�IRU�HQKDQFHG�HIILFLHQF\�
7KHVH�DSSURDFKHV�HQDEOH�DFFHVV�WR�ERWK�LQQRYDWLRQ�DQG�HIILFLHQF\��EXW�LQFXU�KLJK�VZLWFKLQJ�FRVWV�ERWK�RUJDQL]DWLRQDOO\�DQG�WHFKQLFDOO\�

$W�WKH�VDPH�WLPH��WKHUH�LV�JUHDW�SURPLVH�LQ�KRZ�$,�WRROV�PD\�KHOS�XQFRYHU�QHZ�GLVHDVH�ELRORJ\�DQG�WDUJHWV�IRU�WKHUDSHXWLFV��DV�ZHOO�DV�HQDEOH�WKH
SURJUDPPLQJ�RI�QHZ�PHGLFLQHV��LQ�SDUWLFXODU�ELRORJLFV�DQG�JHQRPLF�PHGLFLQHV�WKDW�DUH�GLUHFWO\�HQFRGHG�LQ�'1$�DQG�51$�VHTXHQFHV�
3KDUPDFHXWLFDO�5	'�WHDPV�DUH�ORRNLQJ�IRU�ZD\V�WR�JHQHUDWH�DQG�IHGHUDWH�GDWD�WR�WUDLQ�EHWWHU�$,�PRGHOV��GHVLJQ�DQG�WHVW�PRUH�WHFKQLFDO�DSSURDFKHV�
GULYH�FDQGLGDWHV�DW�WKH�SUHFOLQLFDO�VWDJH�WR�³IDLO�IDVW´�EHIRUH�FRVWO\�FOLQLFDO�WULDOV��DQG�GHYHORS�EHWWHU�OHDGV�E\�VLPXOWDQHRXVO\�RSWLPL]LQJ�DORQJ
PXOWLSOH�GLPHQVLRQV�LPSRUWDQW�IRU�WKHUDSHXWLF�LQGH[�DV�ZHOO�DV�PDQXIDFWXUDELOLW\�DQG�FRVW�

2XU�SKDUPDFHXWLFDO�DQG�ELRWHFKQRORJ\�FXVWRPHUV�XVH�RXU�VHUYLFHV�WR�GHYHORS�QHZ�PDQXIDFWXULQJ�PHWKRGV�IRU�JHQH�WKHUDSLHV��ELRORJLFV��YDFFLQHV�
DQG�VPDOO�PROHFXOH�WKHUDSHXWLFV�DQG�DFWLYH�SKDUPDFHXWLFDO�LQJUHGLHQWV��³$3,V´���DQG�WR�GLVFRYHU�QHZ�51$�WKHUDSHXWLFV��QDWXUDO�SURGXFWV��DQG
PXFK�PRUH��7KH\�XVH�RXU�WRROV�WR�JHQHUDWH�KLJK�TXDOLW\�GDWD�IRU�WUDLQLQJ�DQG�YDOLGDWLQJ�$,�PRGHOV�RI�FHOO�DQG�GLVHDVH�ELRORJ\�IRU�XVH�LQ�WDUJHW
LGHQWLILFDWLRQ��WDUJHW�YDOLGDWLRQ�DQG�GUXJ�GLVFRYHU\�DV�ZHOO�DV�IRU�DQWLERG\�GHYHORSDELOLW\�

$JULFXOWXUH

$JULFXOWXUH�OLNHZLVH�IDFHV�DQ�XUJHQW�QHHG�IRU�LQQRYDWLRQ�WR�DGGUHVV�JURZLQJ�SUHVVXUH�RQ�JURZHUV�DQG�IRRG�V\VWHPV��:RUOGZLGH��DJULFXOWXUDO
LQQRYDWLRQ�VWUXJJOHV�GXH�WR�ORQJ�WLPHOLQHV��FRPSOH[�UHJXODWRU\�SDWKV��DQG�VLORHG�GDWD�DQG�FDSDELOLWLHV�

,QQRYDWRUV�LQ�DJULFXOWXUDO�WHFKQRORJ\�WDS�LQWR�ELRORJLFDO�GLYHUVLW\�WR�GHYHORS�QHZ�FURS�SURWHFWLRQ�VWUDWHJLHV��WR�FRPEDW�UHVLVWDQFH��DQG�WR�SURYLGH
VDIHU��ORZ�UHVLGXH�RSWLRQV�IRU�JURZHUV�WKDW�PHHW�FRQVXPHU�H[SHFWDWLRQV�DQG�UHJXODWRU\

�
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JXLGHOLQHV��7KHVH�SURGXFW�GHYHORSHUV�QHHG�WR�XQGHUVWDQG�PRGH�RI�DFWLRQ�DQG�LPSURYH�WKH�SHUIRUPDQFH�DQG�VWDELOLW\�RI�LQQRYDWLYH�ELRORJLFDOV�IRU
FURS�QXWULWLRQ�DQG�FURS�SURWHFWLRQ��$QG�LQFUHDVLQJO\��WKH\�DUH�DOVR�LQQRYDWLQJ�LQ�VRLO�FDUERQ�VHTXHVWUDWLRQ�DQG�FOLPDWH�VWUDWHJLHV�

2XU�FXVWRPHUV�LQ�DJULFXOWXUH�XVH�RXU�VHUYLFHV�WR�LPSURYH�WKH�SHUIRUPDQFH�DQG�PDQXIDFWXUDELOLW\�RI�H[LVWLQJ�DJULFXOWXUDO�ELRORJLFV��GHYHORS
UHYROXWLRQDU\�QHZ�SURGXFWV�IRU�FURS�QXWULWLRQ�LQ�QLWURJHQ�IL[DWLRQ��SKRVSKDWH�VROXELOL]DWLRQ��RU�FDUERQ�VHTXHVWUDWLRQ��DQG�GHVLJQ�QHZ�LQVHFW�FRQWURO
SURWHLQV�DQG�RWKHU�FURS�SURWHFWLRQ�SURGXFWV�WR�SURWHFW�IRRG�VHFXULW\��:H�DOVR�RIIHU�������OLWHUV�RI�SLORW�SODQW�FDSDFLW\�IRU�HIILFDF\�WULDO�PDWHULDO
JHQHUDWLRQ��DV�ZHOO�DV�D�QHWZRUN�RI�JURZWK�FKDPEHUV�DQG�DQ�DSSUR[LPDWHO\��������VTXDUH�IRRW�JUHHQKRXVH�IDFLOLW\�IRU�VFUHHQLQJ�HQJLQHHUHG
PLFUREHV�DQG�ZLOG�W\SH�PLFUREHV�LQ�SODQWD�

,QGXVWULDO�%LRWHFKQRORJ\

7KHUH�LV�DQ�HQRUPRXV�EUHDGWK�RI�SURGXFWV�FKHPLFDOV��HQ]\PHV��DQG�SURWHLQV�DOUHDG\�SURGXFHG�YLD�ELRWHFKQRORJ\�WRGD\�RU�EHLQJ�DFWLYHO\
GHYHORSHG�E\�FRPSDQLHV�DFURVV�PDQ\�PDUNHWV��LQFOXGLQJ�IRRG�DQG�QXWULWLRQDO�LQJUHGLHQWV��ZHOOQHVV��FRVPHWLFV��DQG�SHUVRQDO�FDUH��LQGXVWULDO
SURFHVVHV�DQG�FKHPLFDOV��DQG�PDWHULDOV�LQQRYDWLRQ�

2XU�FXVWRPHUV�LQ�LQGXVWULDO�ELRWHFK�XVH�RXU�VHUYLFHV�WR�LPSURYH�WKH�PDQXIDFWXULQJ�HIILFLHQF\�DQG�FRVW�RI�JRRGV�VROG�IRU�WKHLU�QHZ�DQG�H[LVWLQJ
ELRWHFKQRORJLFDO�SURGXFWV��LQQRYDWH�PDWHULDOV�ZLWK�HQKDQFHG�SHUIRUPDQFH��GHYHORS�HQ]\PHV�IRU�EUHDNLQJ�GRZQ�KDUPIXO�SROOXWDQWV�RU�FHOOV�DQG
SURWHLQV�RSWLPL]HG�IRU�FDSWXULQJ�UDUH�HDUWK�HOHPHQWV��RU�YDORUL]H�ZDVWH�VWUHDPV�LQWR�IHHGVWRFNV�IRU�PRUH�YDOXDEOH�SURGXFWV�

*RYHUQPHQW

*LQNJR�LV�D�WUXVWHG�SDUWQHU�WR�JRYHUQPHQW�DJHQFLHV�ZRUOGZLGH�DV�WKH\�ZRUN�WR�SURWHFW�SHRSOH��VXSSO\�FKDLQV��DQG�FULWLFDO�UHVRXUFHV��DOO�E\
OHYHUDJLQJ�WKH�SRZHU�RI�ELRORJ\��:H�UHJXODUO\�VHUYH�DV�D�SULPH�FRQWUDFWRU�RQ�PDMRU�UHVHDUFK�DZDUGV��EULQJLQJ�WRJHWKHU�SDUWQHUV�DQG�LQWHJUDWLQJ�WKHLU
GLYHUVH�ELRORJLFDO�FDSDELOLWLHV��:H�DOVR�RIWHQ�VXSSRUW�SURMHFWV�DQG�UHVHDUFK�FRQVRUWLD�DV�DQ�5	'�VXEFRQWUDFWRU��7KH�JRYHUQPHQW�DJHQFLHV�ZH
SDUWQHU�ZLWK�DUH�WDVNHG�ZLWK�VDIHJXDUGLQJ�WKH�IXWXUH�RI�QDWLRQDO�DJULFXOWXUH�DQG�IRRG�VHFXULW\��SXEOLF�KHDOWK�DQG�ELRVHFXULW\��HQHUJ\�LQGHSHQGHQFH
DQG�HQYLURQPHQWDO�VXVWDLQDELOLW\��DV�ZHOO�DV�KHDOWKFDUH��ZHOOEHLQJ��DQG�ORQJHYLW\�

7KH�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�WKDW�ZH�VHOO

$�VHOHFWLRQ�RI�RXU�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�RIIHULQJV�DUH�GHVFULEHG�EHORZ�

3URWHLQ�HQJLQHHULQJ�DQG�SURGXFWLRQ�IRU�ELRSKDUPDFHXWLFDO�DSSOLFDWLRQV

:H�SURYLGH�D�VXLWH�RI�PLFURVHUYLFHV�IRU�SURGXFW�GHYHORSHUV�DFURVV�LQGXVWULHV�WKDW�VXSSRUW�ELRHQJLQHHUV�ZLWK�SURWHLQ�HQJLQHHULQJ�DQ�HQ]\PH�YDULDQW
OLEUDU\�GHVLJQ�VHUYLFH��DFFHVV�WR�RXU�SURSULHWDU\�ORZ�YLVFRVLW\�$VSHUJLOOXV�QLJHU�VWUDLQV��WKH�SHUIRUPDQFH�RI�SURRI�RI�FRQFHSW�SURWHLQ�SURGXFWLRQ
VWXGLHV�WR�HYDOXDWH�DQG�RSWLPL]H�SURWHLQ�SURGXFWLRQ�LQ�KLJK�SHUIRUPDQFH�FKDVVLV��DV�ZHOO�DV�DFFHVV�WR�RXU�(QFDS6�SODWIRUP���D�FXWWLQJ�HGJH��XOWUD�
KLJK�WKURXJKSXW�VFUHHQLQJ�VHUYLFH�GHVLJQHG�WR�UDSLGO\�LGHQWLI\�VWUDLQV�ZLWK�HQKDQFHG�SURWHLQ�WLWHUV��7KHVH�RQ�GHPDQG�VHUYLFHV�EDODQFH�IOH[LELOLW\
DQG�FRVW�HIIHFWLYHQHVV�ZLWK�DFFHVV�WR�SRZHUIXO�WHFKQRORJLHV�WKDW�HQKDQFH�5	'�HIILFLHQF\�

*HQHWLF�PHGLFLQHV

:H�SURYLGH�FRPSUHKHQVLYH�5	'�VHUYLFHV�VSDQQLQJ�WKH�PDMRU�JHQHWLF�PHGLFLQH�PRGDOLWLHV��JHQH�WKHUDS\��FHOO�WKHUDS\�DQG�JHQH�HGLWLQJ��DQG�51$
WKHUDSHXWLFV��2XU�FDSDELOLWLHV�LQFOXGH�GHYHORSLQJ�SUHFLVLRQ�GHOLYHU\�V\VWHPV�WKURXJK�YLUDO�DQG�QRQ�YLUDO�DSSURDFKHV��HQJLQHHULQJ�SD\ORDGV�IRU
WDUJHWHG�H[SUHVVLRQ��DQG�RSWLPL]LQJ�PDQXIDFWXULQJ�SURFHVVHV�DW�VFDOH��)RU�JHQH�WKHUDS\��ZH�SURYLGH�$$9�FDSVLG�GHVLJQ�DQG�RSWLPL]DWLRQ��SD\ORDG
HQJLQHHULQJ��DQG�KLJK�WLWHU�SURGXFWLRQ�VROXWLRQV��,Q�FHOO�WKHUDS\�DQG�JHQH�HGLWLQJ��ZH�VXSSRUW�&$5�7�GHYHORSPHQW��JHQH�HGLWRU�GLVFRYHU\��DQG
LPPXQH�FHOO�HQJLQHHULQJ�ZLWK�RXU�KLJK�WKURXJKSXW�VFUHHQLQJ�SODWIRUPV��)RU�51$�WKHUDSHXWLFV��RXU�VHUYLFHV�DUH�LQWHQGHG�WR�KHOS�FXVWRPHUV�RSWLPL]H
P51$�DQG�FLUFXODU�51$�VHTXHQFHV�IRU�LPSURYHG�VWDELOLW\�DQG�H[SUHVVLRQ��DORQJVLGH�OLSLG�QDQRSDUWLFOH�GHOLYHU\�V\VWHP�GHYHORSPHQW��7KHVH
VHUYLFHV�DUH�FRPSOHPHQWHG�E\�RXU�VXLWH�RI�OLFHQVDEOH�DVVHWV�LQFOXGLQJ�FDSVLGV��SURPRWHUV��XQWUDQVODWHG�UHJLRQV��³875V´���LQWHUQDO�ULERVRPH�HQWU\
VLWHV��³,5(6V´���DQG�FKLPHULF�DQWLJHQ�UHFHSWRU��³&$5´��FRPSRQHQWV��YDOLGDWHG
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WKURXJK�H[WHQVLYH�LQ�YLWUR�DQG�LQ�YLYR�WHVWLQJ��2XU�LQWHJUDWHG�DSSURDFK�FRPELQHV�GRPDLQ�H[SHUWLVH�LQ�SURWHLQ�HQJLQHHULQJ��KLJK�WKURXJKSXW
H[SHULPHQWDWLRQ��DQG�DGYDQFHG�DQDO\WLFV�WR�DGGUHVV�NH\�FKDOOHQJHV�LQ�LPPXQRJHQLFLW\��RII�WDUJHW�HIIHFWV��DQG�UHJXODWRU\�FRPSOLDQFH�

3DFNDJHG�VROXWLRQV�IRU�ELRSKDUPDFHXWLFDO�DSSOLFDWLRQV

:H�SURYLGH�VWDQGDUGL]HG��UHDG\�WR�XVH�VROXWLRQV�IRU�DFFHOHUDWLQJ�ELRSKDUPDFHXWLFDO�5	'��:H�SURYLGH�FXUDWHG�SDQHOV�RI�HQ]\PHV�IRU�DFWLYH
SKDUPDFHXWLFDO�LQJUHGLHQW��$3,��PDQXIDFWXULQJ��LQFOXGLQJ�����,PLQH�5HGXFWDVH��,5('��HQ]\PHV�DQG�������2[RJOXWDUDWH�'HSHQGHQW�'LR[\JHQDVHV
��2''��HQ]\PHV��2XU�(QFDS6�SODWIRUP�IRU�$3,�SURGXFWLRQ�OHYHUDJHV�XOWUD�KLJK�WKURXJKSXW�VFUHHQLQJ�WHFKQRORJ\�WR�LPSURYH�SURGXFWLRQ�VWUDLQ
SURGXFWLYLW\�E\���������VFUHHQLQJ�OLEUDULHV�RI�RYHU���PLOOLRQ�YDULDQWV�WKURXJK�QDQROLWHU�FR�HQFDSVXODWLRQ��)RU�JHQHWLF�PHGLFLQHV��ZH�SURYLGH
OLFHQVDEOH�DVVHWV�LQFOXGLQJ�SURPRWHUV�WKDW�VXUSDVV�LQGXVWU\�VWDQGDUGV��RSWLPL]HG�875V�IRU�HQKDQFHG�51$�VWDELOLW\�DQG�SURWHLQ�H[SUHVVLRQ�
HQJLQHHUHG�$$9�FDSVLGV�ZLWK�UHGXFHG�DQWLJHQLFLW\�DQG�LPSURYHG�WLVVXH�WDUJHWLQJ��DQG�V\QWKHWLF�LPPXQH�UHFHSWRUV�IRU�FHOO�WKHUDSLHV��7KHVH
RIIHULQJV�DUH�VXSSRUWHG�E\�HDV\�WR�DFFHVV�IHH�IRU�VHUYLFH�SURJUDPV��LQFOXGLQJ�RXU�FROODERUDWLRQ�ZLWK�9LULFD�%LRWHFK�IRU�$$9�PDQXIDFWXULQJ
RSWLPL]DWLRQ�

6PDOO�PROHFXOHV�	�ELRORJLFV�IRU�ELRSKDUPDFHXWLFDO�DSSOLFDWLRQV

:H�SURYLGH�FRPSUHKHQVLYH�5	'�VHUYLFHV�VSDQQLQJ�ERWK�VPDOO�PROHFXOH�WKHUDSHXWLFV�DQG�ELRORJLFV��)RU�VPDOO�PROHFXOHV��ZH�HQDEOH�WKH�GLVFRYHU\
DQG�SURGXFWLRQ�RI�GLYHUVH�FRPSRXQGV�LQFOXGLQJ�$3,V��QDWXUDO�SURGXFWV��DQWLELRWLFV��DQWLIXQJDOV��DQWLYLUDOV��DQG�DQWLERG\�GUXJ�FRQMXJDWH��$'&�
SD\ORDGV�WKURXJK�RXU�VWUDLQ�HQJLQHHULQJ�H[SHUWLVH�DQG�ELRV\QWKHWLF�SDWKZD\�GLVFRYHU\�FDSDELOLWLHV��2XU�ELRORJLFV�VHUYLFHV�VXSSRUW�WKH
GHYHORSPHQW�DQG�RSWLPL]DWLRQ�RI�WKHUDSHXWLF�SURWHLQV��SHSWLGHV��HQ]\PHV��DQG�RWKHU�ELRORJLFDO�SURGXFWV�XVLQJ�$,�GULYHQ�SURWHLQ�HQJLQHHULQJ�DQG
RXU�SURSULHWDU\�SURGXFWLRQ�SODWIRUPV��LQFOXGLQJ�KLJK�RXWSXW�PHWKDQRO�IUHH�3LFKLD�SDVWRULV�VWUDLQV��7KHVH�FRPSOHPHQWDU\�FDSDELOLWLHV�DUH�VXSSRUWHG
E\�RXU�LQWHJUDWHG�DSSURDFK�WR�VWUDLQ�GHVLJQ��KLJK�WKURXJKSXW�VFUHHQLQJ��IHUPHQWDWLRQ�RSWLPL]DWLRQ��DQG�GRZQVWUHDP�SURFHVVLQJ��DOO�IRFXVHG�RQ
DFKLHYLQJ�HFRQRPLFDO�DQG�KLJK�TXDOLW\�SURGXFWLRQ�RXWFRPHV�IRU�ERWK�FKHPLFDO�DQG�ELRORJLFDO�WKHUDSHXWLFV�

&URS�QXWULWLRQ

:H�SURYLGH�FRPSUHKHQVLYH�5	'�VHUYLFHV�IRFXVHG�RQ�DGYDQFLQJ�ELRORJLFDO�VROXWLRQV�IRU�FURS�QXWULWLRQ�DQG�SODQW�KHDOWK��2XU�VHUYLFHV�VSDQ�WKUHH
NH\�DUHDV��QXWULHQW�XVH�HIILFLHQF\��ZKHUH�ZH�KHOS�GHYHORS�SURGXFWV�WKDW�RSWLPL]H�QXWULHQW�ELRDYDLODELOLW\��FDUERQ�IL[DWLRQ��ZKHUH�ZH�ZRUN�RQ
ELRORJLFDOV�WKDW�HQKDQFH�VRLO�KHDOWK��DQG�DELRWLF�VWUHVV�PDQDJHPHQW��ZKHUH�ZH�GHYHORS�VROXWLRQV�WR�LPSURYH�FURS�UHVLOLHQFH�DJDLQVW�HQYLURQPHQWDO
VWUHVVRUV��7KHVH�FDSDELOLWLHV�DUH�VXSSRUWHG�E\�RXU�H[WHQVLYH�VWUDLQ�FROOHFWLRQ�RI�RYHU���������DJULFXOWXUDOO\�UHOHYDQW�PLFURRUJDQLVPV��YDOLGDWHG�LQ
YLWUR�DQG�LQ�SODQWD�VFUHHQLQJ�DVVD\V��DQG�H[SHUWLVH�LQ�VFDOLQJ�XS�ERWK�ZKROH�FHOO�DQG�ELRFKHPLFDO�DFWLYH�SURGXFWV��:H�RIIHU�ERWK�IHH�IRU�VHUYLFH
WHVWLQJ�XVLQJ�RXU�YDOLGDWHG�DVVD\�FDVFDGH�IURP�����ZHOO�SODWHV�WR�JUHHQKRXVH�VWXGLHV��DV�ZHOO�DV�FROODERUDWLYH�5	'�SDUWQHUVKLSV�VSDQQLQJ�VWUDLQ
HQJLQHHULQJ�WKURXJK�SURFHVV�GHYHORSPHQW�DQG�IRUPXODWLRQ�RSWLPL]DWLRQ��$�IODJVKLS�H[DPSOH�RI�RXU�FDSDELOLWLHV�LV�RXU�SDUWQHUVKLS�ZLWK�%D\HU�&URS
6FLHQFHV��ZKHUH�ZH�DUH�GHYHORSLQJ�ELRORJLFDO�VROXWLRQV�IRU�QLWURJHQ�IL[DWLRQ�LQ�QRQ�OHJXPH�FURSV�WR�UHGXFH�UHOLDQFH�RQ�LQGXVWULDO�IHUWLOL]HUV�

&URS�SURWHFWLRQ

:H�SURYLGH�FRPSUHKHQVLYH�5	'�VHUYLFHV�WR�KHOS�SDUWQHUV�GHYHORS�DQG�RSWLPL]H�ELRORJLFDO�FURS�SURWHFWLRQ�SURGXFWV��2XU�FDSDELOLWLHV�LQFOXGH
YDOLGDWHG�LQ�YLWUR�DQG�LQ�SODQWD�VFUHHQLQJ�DVVD\V�WKDW�HQDEOH�FRQILGHQW�VHOHFWLRQ�RI�OHDG�FDQGLGDWHV��H[WHQVLYH�H[SHUWLVH�LQ�VFDOLQJ�XS�DFWLYH
LQJUHGLHQWV�LQFOXGLQJ�ERWK�&U\�SURWHLQV�DQG�QRYHO�ELRDFWLYHV��DQG�DFFHVV�WR�RXU�SURSULHWDU\�FROOHFWLRQ�RI�RYHU���������VWUDLQV�LVRODWHG�IURP
DJULFXOWXUDOO\�UHOHYDQW�HQYLURQPHQWV��:H�ZRUN�ZLWK�SDUWQHUV�WKURXJK�ERWK�IHH�IRU�VHUYLFH�DUUDQJHPHQWV�IRFXVHG�RQ�JHQHUDWLQJ�ULJRURXV�GDWD
SDFNDJHV�WR�LQIRUP�GHFLVLRQ�PDNLQJ��DV�ZHOO�DV�FROODERUDWLYH�5	'�SURMHFWV�DLPHG�DW�GHYHORSLQJ�PDUNHW�UHDG\�SURGXFWV��2XU�VHUYLFHV�VSDQ�WKH�IXOO
SURGXFW�GHYHORSPHQW�F\FOH�IURP�VWUDLQ�VHOHFWLRQ�DQG�VFUHHQLQJ�WKURXJK�SURFHVV�RSWLPL]DWLRQ��IRUPXODWLRQ�GHYHORSPHQW��DQG�ILHOG�WULDO�VXSSRUW�
3DUWQHUV�FDQ�DFFHVV�RXU�SODWIRUP�WR�H[SDQG�WKHLU�SURGXFW�SRUWIROLRV�ZLWK�QRYHO�ELRFRQWUROV��RSWLPL]H�WKH�SHUIRUPDQFH�RI�H[LVWLQJ�SURGXFWV��UHGXFH
PDQXIDFWXULQJ�FRVWV��RU�JHQHUDWH�UHOLDEOH�GDWD�WR�VXSSRUW�WKHLU�GHYHORSPHQW�SURJUDPV��7KURXJKRXW�WKH�GHYHORSPHQW�SURFHVV��ZH�IRFXV�RQ
RSWLPL]LQJ�PDQXIDFWXULQJ�FRVWV�DQG�SURFHVV�HIILFLHQF\�WR�HQVXUH�SURGXFWV�FDQ�EH�SURGXFHG�DW�FRPPHUFLDOO\�YLDEOH�SULFH�SRLQWV�WKDW�PHHW�PDUNHW
UHTXLUHPHQWV�IRU�JURZHUV�DQG�SURGXFW�GHYHORSHUV�WKDW�PDUNHW�WR�WKHP�

�
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3ODQW�WUDLWV

:H�SURYLGH�FRPSUHKHQVLYH�5	'�VHUYLFHV�IRU�GLVFRYHULQJ�DQG�RSWLPL]LQJ�SODQW�WUDLWV��OHYHUDJLQJ�RXU�SURSULHWDU\�PHWDJHQRPLF�OLEUDU\�RI�RYHU����
ELOOLRQ�JHQHV��ZLWK�OHVV�WKDQ����RYHUODS�ZLWK�SXEOLF�GDWDEDVHV���2XU�FDSDELOLWLHV�LQ�WKLV�VSDFH�FRPELQH�PDFKLQH�OHDUQLQJ�EDVHG�SURWHLQ�HQJLQHHULQJ�
LQIRUPHG�E\�RYHU����\HDUV�RI�H[SHULPHQWDO�GDWD�FROOHFWLRQ��ZLWK�H[SHUWLVH�LQ�RSWLPL]LQJ�PXOWL�JHQH�RI�LQWHUHVW�WUDLW�H[SUHVVLRQ�LQ�FRPSOH[�HXNDU\RWLF
V\VWHPV��:H�SURYLGH�VHUYLFHV�VSDQQLQJ�WKH�IXOO�GHYHORSPHQW�F\FOH��IURP�HDUO\�WUDLW�GLVFRYHU\�XVLQJ�SDWHQWHG�HQULFKPHQW�DQG�DPSOLILFDWLRQ
WHFKQLTXHV��WKURXJK�OHDG�RSWLPL]DWLRQ�XVLQJ�LWHUDWLYH�KLJK�WKURXJKSXW�VFUHHQLQJ�DSSURDFKHV��WR�JHQH�FRQVWUXFW�GHVLJQ�ZLWK�RSWLPL]HG�FRGRQV�DQG
SURPRWHUV�IRU�PRUH�UHOLDEOH�H[SUHVVLRQ��2XU�SLORW�SODQW�VLWH�DOORZV�XV�WR�OHYHUDJH�SURSULHWDU\�KRVW�VWUDLQV�RSWLPL]HG�IRU�SURWHLQ�DQG�HQ]\PH
SURGXFWLRQ�WR�WHVW�RXW�PDWHULDO�JHQHUDWLRQ�FDSDELOLWLHV�WKURXJK�ODUJH�VFDOH�HIILFDF\�WULDOV�

3URWHLQ�HQJLQHHULQJ�DQG�SURGXFWLRQ�IRU�LQGXVWULDO�ELRWHFKQRORJ\

:H�SURYLGH�5	'�VHUYLFHV�WKDW�KHOS�RXU�SDUWQHUV�RSWLPL]H�SURGXFWLRQ�KRVWV�IRU�QXWULWLRQDO�DQG�IXQFWLRQDO�SURWHLQ�PDQXIDFWXULQJ��DQG�WR�GHYHORS
HIIHFWLYH�HQ]\PHV�DQG�ELRFDWDO\VWV�IRU�LQGXVWULDO�DSSOLFDWLRQV��2XU�LQGXVWULDO�SDUWQHUV�FDQ�DFFHVV�RXU�HQ]\PH�GLVFRYHU\��HQ]\PH�RSWLPL]DWLRQ��DVVD\
GHYHORSPHQW�	�KLJK�WKURXJKSXW�VFUHHQLQJ��DQG�SURWHLQ�SURGXFWLRQ�H[SHUWLVH��WDNLQJ�DGYDQWDJH�RI�RXU�UDQJH�RI�ZHOO�FKDUDFWHUL]HG�DQG�KLJK�
SHUIRUPDQFH�EDFWHULDO��IXQJDO��DQG�PDPPDOLDQ�FKDVVLV�VWUDLQV��DV�ZHOO�DV�RXU�YHU\�ZLGH�UDQJH�RI�H[SHULHQFH�GHVLJQLQJ�DQG�UXQQLQJ�VFLHQWLILF
FDPSDLJQV�WR�HQJLQHHU�DQG�LPSURYH�WKHVH�KRVWV��2XU�SDUWQHUV�LQ�WKH�QXWULWLRQDO�DQG�IXQFWLRQDO�SURWHLQ�VSDFH�ZRUN�ZLWK�XV�WR�EXLOG�UHVHDUFK
FDPSDLJQV�WKDW�OHYHUDJH�WKH�DERYH�FDSDELOLWLHV��DV�ZHOO�DV�RXU�LQYHVWPHQW�LQWR�DQ�LQ�KRXVH�VXLWH�RI�KRVW�VWUDLQV�GHVLJQHG�IRU�JO\FRSURWHLQ��LURQ�
ERXQG��DQG�VWUXFWXUDO�SURWHLQ�SURGXFWLRQ��:KHWKHU�WKH\�DUH�GHYHORSLQJ�VZHHWHQHUV��DOWHUQDWLYH�GDLU\��DOWHUQDWLYH�HJJ��WKLFNHQHUV��SUHVHUYDWLYHV��RU
RWKHU�H[FLWLQJ�SURWHLQ�EDVHG�LQQRYDWLRQV��ZH�FDQ�RIIHU�RXU�SDUWQHUV�LQ�WKLV�VSDFH�D�PL[�RI�KRVW�HYDOXDWLRQ�DQG�SURRI�RI�FRQFHSW�VWXGLHV��SURGXFWLRQ
KRVW�GHVLJQ�DQG�RSWLPL]DWLRQ�FDPSDLJQV��HQ]\PH�GLVFRYHU\�DQG�RSWLPL]DWLRQ�UHVHDUFK��DQG�SURFHVV�GHYHORSPHQW�	�VFDOH�XS��GHVFULEHG�IXUWKHU
EHORZ��FDSDELOLWLHV�WR�KHOS�GH�ULVN�DQG�DFFHOHUDWH�WKHLU�5	'�DQG�JR�WR�PDUNHW�WLPHOLQHV�

6PDOO�PROHFXOHV�IRU�LQGXVWULDO�ELRWHFKQRORJ\

:H�ZRUN�ZLWK�SDUWQHUV�LQ�WKH�VXVWDLQDEOH�LQJUHGLHQWV�DQG�FKHPLFDO�VSDFHV��DV�ZHOO�DV�DFURVV�WKH�IODYRUV��IUDJUDQFH��DQG�FRORUDQW�LQGXVWULHV�WR
VXSSRUW�WKHLU�5	'�DQG�PDQXIDFWXULQJ�RSWLPL]DWLRQ�HIIRUWV��2XU�SDUWLFXODU�H[SHUWLVH�LQFOXGHV�H[SHULHQFH�ZLWK�PLFURELDO�ELR�SURGXFWLRQ�RI�PDQ\
FODVVHV�RI�QDWXUDO�SURGXFWV��LQFOXGLQJ�RI�WHUSHQRLGV��HVWHUV��DURPDWLFV��RUJDQLF�DFLGV��SLJPHQWV��DQG�ELRDFWLYH�DONDORLGV��:H�RIIHU�D�UDQJH�RI�FXVWRP
5	'�VROXWLRQV�WKDW�VXSSRUW�RXU�FXVWRPHUV�ZLWK�PROHFXOH�SURWRW\SLQJ�DQG�SDWKZD\�GLVFRYHU\��VWUDLQ�GHVLJQ�DQG�RSWLPL]DWLRQ�IRU�ELRSURGXFWLRQ�
QRQ�JHQHWLFDOO\�PRGLILHG�VWUDLQ�LPSURYHPHQW�WHFKQRORJLHV��DQG�RXU�ELRSURFHVV�GHYHORSPHQW�DQG�VFDOH�XS�FDSDELOLWLHV��GHVFULEHG�EHORZ���,Q�WKH
IODYRUV��IUDJUDQFHV��DQG�FRORUDQWV�LQGXVWULHV��FXVWRPHUV�DOVR�RIWHQ�DFFHVV�RXU�SURSULHWDU\�GDWDEDVH�RI�PLFURELDO�FKDVVLV�DQG�VSHFLDOL]HG�WDLORULQJ
HQ]\PHV��OLNH�WHUSHQH�V\QWKDVHV��JO\FRV\O�WUDQVIHUDVHV��8*7V���2�PHWK\OWUDQVIHUDVHV��DQG�F\WRFKURPH�3���V��ZKLFK�VXSSRUWV�WKHLU�HIIRUWV�WR
LPSURYH�SDWKZD\�RSWLPL]DWLRQ��E\SURGXFW�UHGXFWLRQ��DQG�HQKDQFHG�SURGXFW�VDIHW\�

)HUPHQWDWLRQ�DQG�VFDOH�XS

2XU�)RXQGU\�LQFOXGHV�D�IOHHW�RI�6DUWRULXV�$PEU������ELRUHDFWRUV��DV�ZHOO�DV�D�VXLWH�RI�FRORFDWHG�DQDO\WLFDO�LQVWUXPHQWV�WKDW�RXU�FXVWRPHUV�FDQ
OHYHUDJH�WR�GHHSO\�DQG�ZLGHO\�H[SORUH�VWUDLQ�SHUIRUPDQFH�DFURVV�PXOWLSOH�IHUPHQWDWLRQ�DQG�PHGLD�FRQGLWLRQV��:H�FDQ�SDLU�WKLV�VHUYLFH�ZLWK
FXVWRPL]HG�0/�HQDEOHG�DQDO\VLV�WR�REWDLQ�DQG�SURYLGH�WR�RXU�FXVWRPHUV�GHHS�SK\VLRORJLFDO��JHQHWLF��DQG�FKHPLFDO�LQVLJKW�LQWR�VWUDLQ�SHUIRUPDQFH�

2Q�WKH�ODUJHU�VFDOH��ZH�DOVR�RIIHU�LQ�KRXVH�SLORW�IHUPHQWDWLRQ�FDSDFLWLHV�DW������������DQG�DOO�WKH�ZD\�XS�WR�������OLWHUV�RI�SLORW�SODQW�FDSDFLW\�IRU
ELRSURFHVV�GHYHORSPHQW�DQG�VFDOH�XS��:H�FDQ�VXSSRUW�RXU�SDUWQHUV�LQ�SURYLQJ�RXW�SURGXFWLRQ�SURFHVVHV�ZLWK�LWHUDWLYH�DQG�VWDWLVWLFDO�DSSURDFKHV
WR�GHYHORS�UREXVW�IHUPHQWDWLRQ�SURFHVV�FRQGLWLRQV��LQIRUPHG�E\�DXWRPDWHG�VDPSOLQJ�DQG�VWDQGDUG�DQDO\VHV�RI�VHFUHWHG�PHWDEROLWHV�

�



7DEOH�RI�&RQWHQWV

7KH�FHOO�HQJLQHHULQJ�WRROV�WKDW�ZH�VHOO

$�VHOHFWLRQ�RI�RXU�FHOO�HQJLQHHULQJ�WRROV�RIIHULQJV�DUH�GHVFULEHG�EHORZ�

'DWDSRLQWV

5HFHQW�DGYDQFHV�LQ�0/��PROHFXODU�VLPXODWLRQ��DQG�RWKHU�FRPSXWDWLRQDO�WHFKQLTXHV�KROG�JUHDW�SURPLVH�WR�LPSURYH�RXU�DELOLW\�WR�SURJUDP�FHOOV��:H
EHOLHYH�RXU�)RXQGU\�LV�ZHOO�SRVLWLRQHG�WR�EXLOG�WKH�NLQG�RI�ODUJH��ZHOO�VWUXFWXUHG�GDWDVHWV�WKDW�VXFK�FRPSXWDWLRQDO�DSSURDFKHV�QHHG�WR�VXFFHHG��,Q
WLPH��ZH�EHOLHYH�FRPSXWDWLRQDO�DSSURDFKHV�ZLOO�UHGXFH�WKH�QHHG�IRU�FHUWDLQ�NLQGV�RI�H[SHULPHQWV��IRU�H[DPSOH��ZH�DOUHDG\�XVH�0/�WR�PDNH�SURWHLQ
DQG�HQ]\PH�GHVLJQ�SURMHFWV�PRUH�HIILFLHQW��

7R�WKLV�HQG��ZH�KDYH�LQWURGXFHG�WZR�QHZ�GDWD�JHQHUDWLRQ�VHUYLFHV�WR�SURYLGH�KLJK�TXDOLW\�GDWD�DW�WKH�VFDOH��SULFH��DQG�VSHHG�WKDW�$,�SRZHUHG�GUXJ
GHYHORSPHQW�GHPDQGV�

Ɣ 2XU�)XQFWLRQDO�*HQRPLFV�'DWDSRLQWV�VHUYLFHV�JHQHUDWH�ODUJH��KLJK�ILGHOLW\�WUDQVFULSWRPLF�DQG�SKHQRW\SLF�GDWDVHWV�LQ�WKH�GLVHDVH�FRQWH[W
RI�RXU�FXVWRPHUV¶�FKRLFH�WR�SRZHU�$,�PRGHOV�RI�FHOO�DQG�GLVHDVH�ELRORJ\�IRU�XVH�LQ�WDUJHW�LGHQWLILFDWLRQ��WDUJHW�YDOLGDWLRQ��DQG�GUXJ
GLVFRYHU\��DQG

Ɣ 2XU�$QWLERG\�'HYHORSDELOLW\�'DWDSRLQWV�VHUYLFHV�JHQHUDWH�ELRSK\VLFDO�DQWLERG\�FKDUDFWHUL]DWLRQ�GHYHORSDELOLW\�GDWDVHWV�IRU�RXU�FXVWRPHUV
WR�XVH�LQ�$,�PRGHO�WUDLQLQJ�DQG�YDOLGDWLRQ�

5HFRQILJXUDEOH�$XWRPDWLRQ�&DUW��³5$&´��6\VWHPV

*LQNJR�$XWRPDWLRQ¶V�FDSDELOLWLHV�EXLOG�RQ�\HDUV�RI�LQWHUQDO�H[SHUWLVH�KRQHG�DW�*LQNJR�DQG�=\PHUJHQ��HQFRPSDVVLQJ�KDUGZDUH�GHVLJQ��VRIWZDUH
LQWHJUDWLRQ��DQG�DSSOLFDWLRQV�GHYHORSPHQW��HSLWRPL]HG�LQ�RXU�RIIHULQJ�RI�5$&V��RXU�5HFRQILJXUDEOH�$XWRPDWLRQ�&DUW�V\VWHPV��7KH�PRGXODULW\�DQG
IOH[LELOLW\�RI�WKH�5$&V�HQDEOHV�KLJK�ZDONZD\�WLPH��KLJK�XSWLPH��DQG�KLJK�WKURXJKSXW�H[SHULPHQWDWLRQ�IRU�KLJK�PL[�ELRORJLFDO�ZRUNIORZV�OLNH�WKH
NLQGV�SHUIRUPHG�LQ�*LQNJR¶V�)RXQGU\�DQG�LQ�RXU�SDUWQHUV¶�ODEV��,Q�DGGLWLRQ�WR�SURYLGLQJ�DGYDQFHG�DXWRPDWLRQ�KDUGZDUH�DQG�VRIWZDUH��*LQNJR
$XWRPDWLRQ¶V�GHSOR\PHQWV�WR�WKLUG�SDUW\�FXVWRPHUV�LQFOXGH�DFFHVV�WR�&DWDO\VW�)ORZ��D�IXOO\�UHPRWH��DFWLYH�HUURU�UHVROXWLRQ�DQG�WURXEOHVKRRWLQJ
VXSSRUW�VHUYLFH��&DWDO\VW�)ORZ¶V�SURDFWLYH�PRQLWRULQJ�LV�H[SHFWHG�WR�HQDEOH�*LQNJR¶V�VFLHQWLVWV�DQG�HQJLQHHUV�WR�LGHQWLI\�DQG�UHVROYH�DSSUR[LPDWHO\
�������RI�V\VWHP�HUURUV�UHPRWHO\��ZLWKRXW�WKH�QHHG�IRU�RXU�FXVWRPHUV�WR�LQLWLDWH�WLFNHWV�

$,�PRGHOV

$V�*LQNJR�GULYHV�VFDODELOLW\�WKURXJK�RXU�PRGHOV��ZH�KDYH�KHDYLO\�LQYHVWHG�LQ�WKH�XVH�DQG�FUHDWLRQ�RI�$,�IRXQGDWLRQDO�DQG�ILQH�WXQHG�PRGHOV�
ZKLFK�ZH�EHOLHYH�FDQ�SURYLGH�VLJQLILFDQW�EHQHILWV�WR�RXU�FXVWRPHUV��(IILFLHQW�XVH�RI�$,�LV�RQO\�SRVVLEOH�ZLWK�WKH�XVH�RI�PDVVLYH�DPRXQWV�RI�GDWD�
%HFDXVH�RI�RXU�DFFHVV�WR�ODUJH�DPRXQWV�RI�GDWD��*LQNJR�KDV�WKH�DELOLW\�WR�EXLOG�VXSHULRU�IRXQGDWLRQDO�PRGHOV�DQG�IURP�WKHUH��EXLOG�ILQH�WXQHG
PRGHOV�GHVLJQHG�WR�FDWHU�WR�RXU�FXVWRPHU�QHHGV��DOO�SRZHUHG�E\�RXU�SDUWQHUVKLS�ZLWK�*RRJOH�&ORXG��:H�DUH�UHOHDVLQJ�D�VWUHDP�RI�WKHVH�PRGHOV�RQ
RXU�0RGHO�$3,�

%LRVHFXULW\��VFDOLQJ�ELRORJLFDO�LQWHOOLJHQFH�IRU�VHFXULQJ�OLYHV�DQG�OLYHOLKRRGV

$GGUHVVLQJ�ELRVHFXULW\�VWDUWV�ZLWK�EHLQJ�FOHDU�H\HG�DERXW�ELRORJLFDO�ULVNV�DQG�WKUHDWV��:H�KROG�DW�RXU�FRUH�WKH�WUHPHQGRXV�SRVLWLYH�SRWHQWLDO�RI
ELRORJ\��DQG�ZH�NQRZ�WKDW�ZH¶UH�IDFLQJ�D�ELRORJLFDO�ODQGVFDSH�ZLWK�PRUH�IUHTXHQW��PRUH�VHYHUH��DQG�PRUH�YDULHG�WKUHDWV�WKURXJK�WLPH�

2XU�ZRUOG�LV�LQFUHDVLQJO\�LQWHUFRQQHFWHG�WKURXJK�WUDYHO�DQG�WUDGH��JLYLQJ�SDWKRJHQV�DQG�ELRORJLFDO�DJHQWV�QHZ�RSSRUWXQLWLHV�WR�VSUHDG�DFURVV�WKH
JOREH��LPSDFWLQJ�SHRSOH¶V�KHDOWK�DORQJ�ZLWK�WKH�FRPSOH[�JOREDO�VXSSO\�FKDLQV�WKDW�RXU�VRFLHWLHV�GHSHQG�RQ�WR�IXQFWLRQ��&OLPDWH�FKDQJH�DQG�KDELWDW
GLVUXSWLRQ�DUH�FUHDWLQJ�FRQGLWLRQV�IRU�SDWKRJHQV�WR�HPHUJH�DQG�VSLOO�RYHU�EHWZHHQ�DQLPDO�SRSXODWLRQV�DQG�LQWR�KXPDQV�PRUH�RIWHQ�DQG�ZLWK�PRUH
VHYHUH�FRQVHTXHQFHV��$�JOREDO�ERRP�LQ�LQYHVWPHQWV�LQWR�ELR�ODERUDWRU\�FDSDFLW\��GHVLJQHG�WR�LPSURYH�RXU�WRROV�WR�FRPEDW�VXFK�SDWKRJHQV��DOVR
FRPHV�ZLWK�KHLJKWHQHG�ULVN�RI�ODE�DFFLGHQWV�LQ�VSLWH�RI�VXEVWDQWLDO�HIIRUWV�WR�LPSURYH�ELRVDIHW\��$QG�XQIRUWXQDWHO\��WKHUH�DUH�WKRVH�ZKR�VHHN�WR�XVH
ELRORJ\�IRU�QHIDULRXV�SXUSRVHV��PLVXVLQJ�LWV�LQFUHGLEOH�SRWHQWLDO�WR�FDXVH�KDUP�

�



7DEOH�RI�&RQWHQWV

7KHVH�WUHQGV�DUH�LQWHUWZLQHG�ZLWK�JHRSROLWLFDO�FRPSHWLWLRQ�DQG�GHVWDELOL]DWLRQ��HURGLQJ�EX\�LQ�DQG�WUXVW�LQ�LQVWLWXWLRQV��DQG�HPHUJLQJ�WHFKQRORJLHV
LQ�ERWK�ELRWHFKQRORJ\�DQG�$,�0/��SUHVHQWLQJ�D�FRUH�VHFXULW\�FKDOOHQJH�IRU�QDWLRQV�DQG�WKH�ZRUOG��2XU�ELRVHFXULW\�SODWIRUP�LV�GHVLJQHG�WR�KHOS
QDWLRQDO�DQG�JOREDO�OHDGHUV�DQVZHU�TXHVWLRQV�DERXW�DQG�SRWHQWLDOO\�SURWHFW�IURP�ELRORJLFDO�WKUHDWV�

*RYHUQPHQWV�DURXQG�WKH�ZRUOG�DUH�FXUUHQWO\�RXU�SULPDU\�FXVWRPHUV�DV�WKH\�VHHN�WR�SURWHFW�WKHLU�FLWL]HQV��HFRQRPLHV��DQG�FULWLFDO�LQIUDVWUXFWXUHV
IURP�ELRWKUHDWV��:H�KDYH�ZRUNHG�H[WHQVLYHO\�ZLWK�WKH�8�6��JRYHUQPHQW�DFURVV�WKH�IHGHUDO��VWDWH��DQG�UHJLRQDO�OHYHOV��DQG�PDLQWDLQ�WKH�ODE��ORJLVWLFDO�
DQG�ORFDO�UHODWLRQVKLSV�QHFHVVDU\�WR�ZRUN�FORVHO\�ZLWK�SDUWQHUV�DFURVV�WKH�FRXQWU\�LQ�WKH�HYHQW�RI�DQ\�ODUJH�VFDOH�ELRWKUHDW�UHVSRQVH�

7KH�ELRVHFXULW\�VHUYLFHV�WKDW�ZH�VHOO

:H�VHUYH�WKHVH�FXVWRPHUV�WKURXJK�WZR�FRUH�RIIHULQJV�

� &DQRS\�KHOSV�RXU�FXVWRPHUV�JHQHUDWH�KLJK�YDOXH�JHQRPLF�GDWD�IURP�VWUDWHJLFDOO\�SRVLWLRQHG�QRGHV��H�J���DLUSRUWV�DQG�ERUGHUV��YLD�HQG�WR�
HQG�ELRPRQLWRULQJ�SURJUDPV�LQFOXGLQJ�

R 3URJUDP�VHUYLFHV�VXFK�DV�SURJUDP�GHVLJQ��ODE�HQDEOHPHQW��SURFXUHPHQW��FROOHFWLRQ��DQG�ODE�VXSSRUW�

R 'DWD�VHUYLFHV�VXFK�DV�ELRLQIRUPDWLFV�DQG�HSLGHPLRORJLFDO�WRROV��GDWD�GHOLYHU\�DQG�GDWD�YLVXDOL]DWLRQ�

R ,QVLJKWV�VXFK�DV�VSHFLDOL]HG�UHSRUWV�DQG�WHFKQLFDO�EULHILQJV�VSHFLILF�WR�FXVWRPHUV¶�SURJUDPV��DQG

R 3URGXFWV�VXFK�DV�VWDQGDUG�RI�SURFHGXUHV��623V��DQG�VSHFLDOL]HG�ODE�DVVD\V�

� +RUL]RQ�LV�RXU�GDWD��DQDO\WLFV�DQG�LQVLJKWV�SODWIRUP�WKDW�GHWHFWV�DQG�PRQLWRUV�ELRWKUHDWV�ZRUOGZLGH��,W�VHHNV�WR�DQVZHU�TXHVWLRQV�OLNH�
R :KDW�ELRWKUHDWV�DUH�RFFXUULQJ"�:KHUH�LQ�WKH�ZRUOG�GR�ZH�VHH�HPHUJLQJ�ELRWKUHDWV"

R :KDW�LV�WKLV�QHZ�ELRWKUHDW�DQG�KRZ�EDG�LV�LW"�+RZ�PLJKW�LW�VSUHDG�DQG�HYROYH"�:KR��RU�ZKDW�LQIUDVWUXFWXUH��ZLOO�EH�DIIHFWHG"
+RZ�OLNHO\�LV�WKH�ELRWKUHDW�WR�UHVXOW�LQ�D�PDMRU�RXWEUHDN"

R :KHUH�GLG�D�ELRWKUHDW�HPHUJH�DQG�KRZ"�,V�WKHUH�HYLGHQFH�RI�PLVXVH�DQG�LI�VR��ZKDW�FDQ�ZH�OHDUQ�DERXW�WKH�SHUSHWUDWRUV"

R :KDW�FDQ�,�GR�DERXW�D�ELRWKUHDW"�+RZ�HIIHFWLYH�ZLOO�H[LVWLQJ�FRXQWHUPHDVXUHV�EH"�6KRXOG�ZH�GHYHORS�QHZ�FRXQWHUPHDVXUHV��DQG
LI�VR��ZKDW�VKRXOG�WKH\�ORRN�OLNH"�:KDW�DUH�P\�LGHDO�UHVSRQVH�RSWLRQV�JLYHQ�UHVRXUFH�FRQVWUDLQWV�DQG�PLWLJDWLRQ�JRDOV"

*LQNJR�%LRVHFXULW\¶V�WDLORUHG�&DQRS\�SURGXFW�LV�D�SHUVLVWHQW��SHUYDVLYH��ORFDOO\�RSHUDWHG�FROOHFWLRQ�RI�HQYLURQPHQWDO�VDPSOHV�IURP�VWUDWHJLF�KLJK�
ULVN�QRGHV�GHVLJQHG�WR�GHWHFW�DQG�LGHQWLI\�ELRWKUHDWV�DFURVV�D�JURZLQJ�DUUD\�RI�FROOHFWLRQ�DQG�VDPSOH�W\SHV��7KH�VDPSOHV�DUH�DQDO\]HG�WKURXJK
JHQRPLF�VHTXHQFLQJ�RI�QRQ�KXPDQ�'1$�WR�WXUQ�WKH�HQYLURQPHQW�LQWR�GDWD��7RGD\��ZH�DUH�ORRNLQJ�IRU�D�ODUJH�DQG�JURZLQJ�VHW�RI�NQRZQ�WKUHDWV��DQG
ZH�DUH�GHYHORSLQJ�PHWKRGV�WKDW�DUH�WKUHDW�DJQRVWLF�DQG�DEOH�WR�SLFN�XS�RQ�HQWLUHO\�QRYHO�JHQHWLF�VLJQDWXUHV�

�



7DEOH�RI�&RQWHQWV

2XU�&DQRS\�WHFKQRORJLHV�DUH�H[SDQGLQJ��DQG�RXU�JRDO�LV�WR�EH�DEOH�WR�VDPSOH�IURP�D�ZLGH�YDULHW\�RI�QRGHV�ZKHUH�SDWKRJHQV�HPHUJH�RU�VSUHDG��VXFK
DV�WKRVH�SLFWXUHG�EHORZ��2XU�QHWZRUN�VFDOHV�WR�EH�PRUH�HIILFLHQW�DV�ZH�DGG�JUHDWHU�YROXPH�DQG�GLYHUVLW\�RI�QRGHV��2XU�&DQRS\�SURGXFW�VFDOHV
SULPDULO\�E\�GULYLQJ�HIILFLHQF\�WKURXJK�LQFUHDVHG�YROXPH�E\�EHWWHU�SK\VLFDO�DQG�ODE�RSHUDWLRQV�LQFOXGLQJ�SURJUDP�OHDUQLQJV��ORZHU�RYHUKHDG
UHTXLUHPHQWV��DQG�SXUFKDVLQJ�SRZHU�

��



7DEOH�RI�&RQWHQWV

�1RWH��QRGHV�DUH�LOOXVWUDWLYH�DQG�QRW�QHFHVVDULO\�LQGLFDWLYH�RI�FXUUHQW�RU�SDVW�SURJUDPV��

+RUL]RQ�LV�RXU�GDWD��DQDO\WLFV�DQG�LQVLJKWV�SODWIRUP�WKDW�SURYLGHV�UHSRUWLQJ�RI�ELRWKUHDW�HYHQWV�ZRUOGZLGH��XVLQJ�WKUHH�GLVWLQFW�GDWD�IHHGV��(DUO\
'HWHFWLRQ��*HQRPLF�6XUYHLOODQFH��DQG�'LJLWDO�%LRWKUHDW�,QWHOOLJHQFH��7KH�&DQRS\�GDWD�IURP�JLYHQ�SURJUDPV�RU�MXULVGLFWLRQV�DUH�LQWHJUDWHG�ZLWK�RWKHU
JOREDO�GDWD�VRXUFHV�IURP�RXU�PRQLWRULQJ�QHWZRUN��RSHQ�VRXUFH�LQWHOOLJHQFH�FDSDELOLW\��DQG�RWKHU�VRXUFHV�DQG�DQDO\]HG�XVLQJ�D�VXLWH�RI
FRPSXWDWLRQDO�WRROV�WR�KHOS�FXVWRPHUV�JDLQ�D�PRUH�FRPSUHKHQVLYH�SLFWXUH�RI�WKH�ELRWKUHDWV�WKH\¶UH�IDFLQJ��2XU�+RUL]RQ�EXVLQHVV�DOVR�VFDOHV�DV
YROXPH�DQG�QRGH�GLYHUVLW\�LQFUHDVHV�DV�ZH�KDYH�PRUH�LQIRUPDWLRQ��H�J���YLD�YROXPHV��DQG�PRUH�GLYHUVH�GDWD��H�J���YLD�QRGHV���RXU�LQVLJKWV�DFURVV
WKH�V\VWHP�DUH�IXUWKHU�HQKDQFHG�

��



7DEOH�RI�&RQWHQWV

2XU�JOREDO�QHWZRUN�LQFOXGHV�FRXQWULHV�DQG�VHYHUDO�PXOWLODWHUDO�RUJDQL]DWLRQV�ZKR�DUH�DFWLYHO\�EXLOGLQJ�ELRVHFXULW\�LQIUDVWUXFWXUH�ZLWK�RXU
VHUYLFHV�

7RJHWKHU��WKHVH�SURGXFWV�DUH�VHUYLQJ�FXVWRPHUV�DFURVV�WKH�JOREH�LQFOXGLQJ�QRGHV�ZLWK�RYHU�����FRXQWULHV�RI�RULJLQ�VDPSOHG�DV�RI�)HEUXDU\����������
2XU�RSHUDWLRQV�DUH�DQFKRUHG�E\�*LQNJR¶V�KHDGTXDUWHUV�LQ�%RVWRQ�ZKLFK�VHUYHV�DV�D�KXE�IRU�PDQDJLQJ�RXU�SURJUDPV�DQG�DQDO\]LQJ�GDWD�IURP�RXU
JOREDO�QHWZRUN��2XU�QHWZRUN�LV�LQFUHDVLQJO\�EROVWHUHG�E\�RXU�RSHUDWLRQDO�DQG�ODERUDWRU\�SDUWQHUV�WKURXJKRXW�WKH�ZRUOG��:H�ZLOO�FRQWLQXH�WR
HQKDQFH�WKLV�QHWZRUN�LQ�WKH�IXWXUH�WKURXJK�ERWK�QHZ�SDUWQHUVKLSV�DQG�UHJLRQDO�KXEV��NQRZQ�DV�&HQWHUV�IRU�8QLILHG�%LRVHFXULW\�([FHOOHQFH
�&8%(V���$IWHU�LQLWLDOO\�SODQQLQJ�IRU�D�ORFDWLRQ�LQ�'RKD��4DWDU��*LQNJR�%LRVHFXULW\�DQG�LWV�LQ�FRXQWU\�SDUWQHU�GHFLGHG�WR�PRYH�WKH�IDFLOLW\�WR�DQRWKHU
ORFDWLRQ�LQ�'RKD��1HJRWLDWLRQV�DUH�RQJRLQJ��DQG�ZH�DQWLFLSDWH�FRPSOHWLRQ�RI�WKH�IDFLOLW\�LQ�������:KHQ�FRPSOHWHG��WKLV�IDFLOLW\�ZLOO�VXSSRUW�DQDO\VLV
RI�GDWD�IURP�ELRUDGDU�QRGHV�DFURVV�WKH�UHJLRQ�WR�JHQHUDWH�LQVLJKWV�IRU�RXU�FXVWRPHUV�

+RZ�ZH�PDNH�PRQH\

&HOO�HQJLQHHULQJ�UHYHQXH

(QG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV

2XU�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�DUH�W\SLFDOO\�VFRSHG�DQG�GHOLYHUHG�DV�D�SURJUDP�UDQJLQJ�LQ�GXUDWLRQ�IURP�VHYHUDO�PRQWKV�WR�VHYHUDO�\HDUV�
$�W\SLFDO�GHOLYHUDEOH�IRU�WKH�SURJUDP�ZRXOG�FRPSULVH�DQ�HQJLQHHUHG�VWUDLQ�RU�FHOO�OLQH�DQG�DQ�DVVRFLDWHG�ELRSURFHVV��)RU�HDFK�RI�WKHVH�SURJUDPV��ZH
JHQHUDWH�HFRQRPLF�YDOXH�LQ�WZR�SULPDU\�ZD\V�

)LUVW��ZH�FKDUJH�VHUYLFH�IHHV�IRU�)RXQGU\�VHUYLFHV��LQ�PXFK�WKH�VDPH�ZD\�WKDW�FORXG�FRPSXWLQJ�FRPSDQLHV�FKDUJH�XVDJH�IHHV�IRU�XWLOL]DWLRQ�RI
FRPSXWLQJ�FDSDFLW\�RU�&52V�FKDUJH�IRU�VHUYLFHV��5	'�LV�LQKHUHQWO\�ULVN\�DQG�RXU�FXVWRPHUV�UHFRJQL]H�WKDW�WKLV�LV�D�FRVW�WKH\�ZLOO�LQFXU�UHJDUGOHVV
RI�VXFFHVV�DQG�ZKHWKHU�WKH\�DUH�ZRUNLQJ�RQ�WKH�SURJUDP�LQ�KRXVH�RU�ZLWK�D�SDUWQHU��7\SLFDOO\��VHUYLFH�IHHV�IRU�D�SURJUDP�LQFOXGH�D�IL[HG�IHH�IRU�D
IL[HG�VFRSH�RI�ZRUN�DQG�PD\�DOVR�LQFOXGH�SD\PHQWV�FRQWLQJHQW�XSRQ�KLWWLQJ�FHUWDLQ�WHFKQLFDO�PLOHVWRQHV��,I�ZH�DUH�DEOH�WR�GHOLYHU�SURJUDP�UHVXOWV
ZLWK�OHVV�ZRUN�WKURXJK�WKH�XVH�RI�&RGHEDVH�DVVHWV�DQG�RU�JHQHUDWLYH�$,�WRROV��WKHQ�ZH�FDQ�DFKLHYH�WKH�VDPH�UHYHQXH�ZLWK�ORZHU�FRVW�RU�LQ

��



7DEOH�RI�&RQWHQWV

D�VKRUWHU�GXUDWLRQ��6HUYLFH�IHHV�SURYLGH�D�VWURQJ�IRXQGDWLRQ�RI�UHYHQXH�WKDW�LV�LQGHSHQGHQW�RI�DQ\�FRPPHUFLDOL]DWLRQ�HIIRUWV�E\�RXU�SDUWQHUV�

6HFRQG��DV�WKH�NH\�HQDEOLQJ�WHFKQRORJ\�IRU�RXU�FXVWRPHUV¶�SURGXFWV��ZH�KDYH�KLVWRULFDOO\�QHJRWLDWHG�D�YDOXH�VKDUH�ZLWK�RXU�FXVWRPHUV��LQ�WKH�IRUP
RI�UR\DOWLHV��PLOHVWRQHV��DQG�RU�HTXLW\�LQWHUHVWV��LQ�RUGHU�WR�DOLJQ�RXU�HFRQRPLFV�ZLWK�WKH�VXFFHVV�RI�WKH�SURJUDPV�HQDEOHG�E\�RXU�SODWIRUP��%HFDXVH
ZH�W\SLFDOO\�GR�QRW�LQFXU�PDWHULDO�GRZQVWUHDP�FRVWV��H�J���PDQXIDFWXULQJ�RU�SURGXFW�GHYHORSPHQW��ZKLFK�RXU�FXVWRPHUV�PDQDJH���WKHVH�YDOXH�VKDUH
SD\PHQWV�IORZ�WKURXJK�ZLWK�DSSUR[LPDWHO\������FRQWULEXWLRQ�PDUJLQ��:H�DUH�TXLWH�IOH[LEOH�DQG�KDYH�VWUXFWXUHG�D�YDULHW\�RI�YDOXH�VKDULQJ
PHFKDQLVPV��LQFOXGLQJ�UR\DOWLHV��OXPS�VXP�PLOHVWRQHV��DQG�HTXLW\�SD\PHQWV��$V�*LQNJR�KDV�PDWXUHG��ZH�KDYH�VKLIWHG�RXU�GRZQVWUHDP�YDOXH
WRZDUGV�PLOHVWRQH�SD\PHQWV�DQG�FRPPHUFLDO�UR\DOWLHV�UDWKHU�WKDQ�HTXLW\��,Q�DGGLWLRQ��FRPPHQFLQJ�LQ�WKH�VHFRQG�TXDUWHU�RI�������ZH�DQQRXQFHG
FKDQJHV�LQ�SURVSHFWLYH�FRPPHUFLDO�WHUPV��LQFOXGLQJ�WKH�UHPRYDO�RI�GRZQVWUHDP�YDOXH�VKDUH�IURP�FHUWDLQ�SURJUDP�W\SHV�

7KLV�IOH[LEOH�EXVLQHVV�PRGHO�DOORZV�IRU�PRUH�SUHGLFWDEOH�QHDU�WHUP�UHYHQXH�LQ�XS�IURQW�UHVHDUFK�IHHV�DQG�WHFKQLFDO�PLOHVWRQHV�ZLWKRXW�VDFULILFLQJ
RXU�DELOLW\�WR�FUHDWH�ORQJ�WHUP�YDOXH�ZLWK�DV\PPHWULF�XSVLGH�WKURXJK�GRZQVWUHDP�YDOXH�VKDUH��W\SLFDOO\�LQ�WKH�IRUP�RI�D�UR\DOW\�VWUHDP��PLOHVWRQH�
DQG�RU�HTXLW\�VKDUH���$V�ZH�DGG�PRUH�SURJUDPV�WR�WKH�SODWIRUP�RYHU�WLPH��ZH�H[SHFW�GRZQVWUHDP�YDOXH�VKDUH�WR�FRQWULEXWH�LQFRPH��DQG�WKHUHIRUH�ZH
EHOLHYH�RXU�RYHUDOO�PDUJLQV�DQG�FDVK�IORZ�SURILOH�IRU�RXU�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�ZLOO�JURZ�VLJQLILFDQWO\��7KH�UHDOL]DWLRQ�RI�SRWHQWLDO
UHYHQXH�UHODWHG�WR�GRZQVWUHDP�YDOXH�LQ�WKH�IRUP�RI�SRWHQWLDO�IXWXUH�PLOHVWRQH�SD\PHQWV�DQG�UR\DOWLHV�DQG�RU�HTXLW\�FRQVLGHUDWLRQ�LV�GHSHQGHQW
XSRQ�D�QXPEHU�RI�IDFWRUV��LQFOXGLQJ�RXU�DELOLW\�WR�VXFFHVVIXOO\�GHYHORS�HQJLQHHUHG�FHOOV��ELRSURFHVVHV��GDWD�SDFNDJHV��RU�RWKHU�GHOLYHUDEOHV��DQG
WKH�SURGXFW�GHYHORSPHQW�DQG�FRPPHUFLDOL]DWLRQ�VXFFHVV�RI�RXU�FXVWRPHUV�

&HOO�HQJLQHHULQJ�WRROV�RIIHULQJV

:H�FKDUJH�FXVWRPHUV�IHHV�IRU�WKH�VHUYLFHV�ZH�SURYLGH�LQ�RXU�FHOO�HQJLQHHULQJ�WRROV�RIIHULQJV��7\SLFDOO\��WKHVH�IHHV�DUH�VWUXFWXUHG�DV�D�IL[HG�IHH�IRU�D
IL[HG�VFRSH�RI�ZRUN��)HHV�IRU�RXU�'DWDSRLQWV�VHUYLFHV�DUH�W\SLFDOO\�HDUQHG�RYHU�D�VKRUWHU�SHULRG�RI�WLPH��ZHHNV�WR�PRQWKV��WKDQ�IRU�HQG�WR�HQG�FHOO
HQJLQHHULQJ�VROXWLRQV��ZKLFK�PD\�EH�PXOWL�\HDU�SURJUDPV��$�W\SLFDO�GHOLYHUDEOH�IRU�D�'DWDSRLQWV�SURJUDP�LV�D�GDWD�SDFNDJH��)HHV�IRU�RXU�DXWRPDWLRQ
VROXWLRQV��5$&�V\VWHPV��DUH�W\SLFDOO\�HDUQHG�RYHU�D�SHULRG�WKDW�FRYHUV�GHVLJQ��EXLOG��DQG�GHSOR\PHQW�DQG�UDQJH�IURP�VL[�WR�WZHOYH�PRQWKV��,Q
DGGLWLRQ��ZH�RIIHU�VXSSRUW�VHUYLFHV�IRU�RXU�5$&�V\VWHPV�ZLWK�IL[HG�IHHV�FRYHULQJ�WKH�VXSSRUW�SHULRGV�

%LRVHFXULW\�UHYHQXH

6LQFH�WKH�HQG�RI�WKH�&29,'����SXEOLF�KHDOWK�HPHUJHQF\�LQ�0D\�������*LQNJR�KDV�WUDQVLWLRQHG�LWV�%LRVHFXULW\�EXVLQHVV�WR�IRFXV�RQ�EXLOGLQJ�RXW
VFDODEOH�ELRVHFXULW\�LQIUDVWUXFWXUH�WKURXJK�RXU�WZR�RIIHULQJV��&DQRS\�DQG�+RUL]RQ��7KURXJK�RXU�SDUWQHUVKLSV��*LQNJR�RSHUDWHV�&DQRS\�SURJUDPV
IRU�FROOHFWLRQV��WHVWLQJ��VHTXHQFLQJ��DQG�LQVLJKWV�GHOLYHU\�RQ�SDWKRJHQ�VDPSOHV�LQ�GLIIHUHQW�FRXQWULHV��*LQNJR�LV�DOVR�LQYHVWLQJ�LQ�EXLOGLQJ�RXU
+RUL]RQ�SURGXFW��LQ�FRQVXOWDWLRQ�ZLWK�RXU�H[LVWLQJ�QHWZRUN�DQG�DGGLWLRQDO�SXEOLF�DQG�SULYDWH�SDUWQHUV��DV�ZH�WKLQN�LW�KDV�WKH�SRWHQWLDO�WR
VLJQLILFDQWO\�GULYH�UHYHQXH�LQ�WKH�IXWXUH��2XU�UHYHQXH�IORZV�DUH�EHFRPLQJ�PRUH�UHFXUULQJ�DV�ZH�LQFUHDVLQJO\�LQFRUSRUDWH�ORQJHU�WHUP�FRQWUDFWV�ZLWK
UHFXUULQJ�PRQWKO\�IHH�PRGHOV�IRU�&DQRS\�SURJUDP�VHUYLFHV��GDWD��DQG�DQDO\WLFV�

2XU�FRPPLWPHQW�WR�FDULQJ�DERXW�KRZ�RXU�SODWIRUP�LV�GHYHORSHG�DQG�XVHG

%LRWHFKQRORJLHV�DOUHDG\�WRXFK�QHDUO\�HYHU\�SDUW�RI�VRFLHW\��DQG�WKH\�ZLOO�RQO\�JURZ�LQ�LPSRUWDQFH�WR�RXU�FROOHFWLYH�VHFXULW\�DQG�OLYHOLKRRGV�LQ�WKH
IXWXUH��%HFDXVH�RI�WKHLU�IDU�UHDFKLQJ�LPSDFWV�RQ�WKH�ZRUOG�DQG�EHFDXVH�ZH�DUH�ELRORJLFDO�EHLQJV�ZKR�DUH�ERWK�GHSHQGHQW�RQ�DQG�YXOQHUDEOH�WR�WKH
FDSDELOLWLHV�ZH�HQDEOH��ZH�PXVW�WDNH�JUHDW�FDUH�LQ�WKH�ZD\V�WKHVH�WHFKQRORJLHV�DUH�GHYHORSHG�DQG�XVHG�

:H�DUH�FRJQL]DQW�WKDW�PDNLQJ�ELRORJ\�HDVLHU�WR�HQJLQHHU�ZRQ¶W�PDNH�WKH�ZRUOG�EHWWHU�E\�GHIDXOW��EXW�ZH�EHOLHYH�WKHVH�FDSDELOLWLHV�DUH�HVVHQWLDO�WR
FUHDWLQJ�D�EHWWHU�IXWXUH�ZKHUH�ZH�FDQ�FRQWHQG�ZLWK�ERWK�H[LVWLQJ�DQG�HPHUJLQJ�WKUHDWV��7R�VXFFHHG�LQ�RXU�ORQJ�WHUP�PLVVLRQ��ZH�PXVW�DYRLG�PXOWLSOH
IDLOXUH�PRGHV��:H�PXVW�DYRLG�FUHDWLQJ�FDSDELOLWLHV�WKDW�FDXVH�KDUP�LQ�ZD\V�WKDW�DUHQ¶W�RU�FDQ¶W�EH�PLWLJDWHG��:H�PXVW�DYRLG�UHLQIRUFLQJ�LQHTXLWLHV�LQ
WKH�XVHV�RI�WHFKQRORJLHV�DQG�WR�ZKRP�WKHLU�EHQHILWV�DFFUXH�WKHUHE\�FODLPLQJ�WR�FKDQJH�WKH�ZRUOG�EXW�FKDQJLQJ�QRW�PXFK�DW�DOO��:H�PXVW�DYRLG�D
ORVV�LQ�WUXVW�LQ�ELRWHFKQRORJLHV�DQG�WKH�PRWLYDWLRQV�RI�WKHLU�GHYHORSHUV�WKDW�OLPLWV�RXU�DELOLW\�WR�EULQJ�VROXWLRQV�WR�JOREDO�FKDOOHQJHV

��
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IURP�SURWHFWLQJ�DJDLQVW�SDQGHPLFV�WR�IHHGLQJ�WKH�SODQHW��$QG�VR��ZH�PXVW�FKDVH��HYHU\�GD\��WKH�GHYHORSPHQW�RI�FDSDELOLWLHV�DQG�SDUWQHUVKLSV�WKDW
FDQ�OHDG�WR�YDOXH�JHQHUDWLRQ�XQGHUJLUGHG�E\�VXVWDLQHG�DWWHQWLRQ�WR�WKH�YDOXHV�WKH\�UHIOHFW�

$V�RXU�SODWIRUP�JURZV��VR�WRR�GRHV�RXU�SRZHU�WR�HQDEOH�DQG�VKDSH�PDQ\�LPSDFWV�ZH�FDUH�DERXW��:KLOH�ZH�DUH�SURXG�RI�RXU�GLUHFW�LPSDFWV�RQ
PDNLQJ�ELRORJ\�HDVLHU�WR�HQJLQHHU��PRVW�RI�WKH�ZRUOG�FDUHV�DERXW�WKH�LPSDFWV�RQ�WKH�ZRUOG�WKDW�ZH�LQGLUHFWO\�HQDEOH�WKURXJK�KHOSLQJ�RXU�FXVWRPHUV
ZLWK�WKH�SURGXFWV�WKH\�GHOLYHU��:H�JURZ�DV�D�SODWIRUP�SUHFLVHO\�EHFDXVH�ZH�KHOS�FUHDWH�PRUH�YDOXH�IRU�RXU�FXVWRPHUV�DQG�WKH�ZRUOG�WKDQ�ZH
FDSWXUH��2XU�SRVLWLRQ�VHUYLQJ�FXVWRPHUV�DFURVV�PDQ\�LQGXVWULHV�SURYLGHV�VWUDWHJLF�LQVLJKWV�LQWR�ZKDW�LVVXHV�QHHG�FROOHFWLYH�DWWHQWLRQ�WR�HQVXUH
IXWXUH�SURGXFWV�FDQ�GHOLYHU�PHDQLQJIXO�VROXWLRQV��%XW�DV�D�SODWIRUP�ZH�FDQQRW�DQWLFLSDWH�DQG�FRQWURO�DOO�IXWXUH�XVHV�RI�RXU�WHFKQRORJLHV�E\�RXU
FXVWRPHUV�DQG�WKRVH�WKH\�ZRUN�ZLWK�

)DU�IURP�DEGLFDWLQJ�UHVSRQVLELOLW\��ZH�UHDOL]H�RXU�SRZHU�LV�WR�LQVSLUH�DQG�KHOS�HQDEOH�RWKHUV�WR�FDUHIXOO\�VWHZDUG�WHFKQRORJLHV�ZLWK�DWWHQWLRQ�WR�WKHLU
LPSDFWV�RYHU�WLPH��7KLV�LV�GLUHFWO\�LQ�OLQH�ZLWK�RXU�ORQJ�WHUP�YDOXH�SURSRVLWLRQ��DV�ZH�QHHG�RXU�FXVWRPHUV�DQG�WKH�HFRV\VWHP�WR�VXFFHHG�LQ�DYRLGLQJ
WKH�IDLOXUH�PRGHOV�RXWOLQHG�DERYH�DQG�EXLOG�WKH�FROOHFWLYH�ELRWHFKQRORJ\�HQDEOHG�IXWXUH�ZH�DOO�FDQ�ZLVK�IRU��:H�EHOLHYH�WKDW�VWHZDUGVKLS�VWDUWV�ZLWK
RXU�SODWIRUP�DQG�WKH�SHRSOH�ZLWKLQ�LW��-XVW�DV�ZH�PXVW�EXLOG�DQG�LQVSLUH�WUXVW�LQ�RXU�SDUWQHUV�WR�VWHZDUG�RXU�WHFKQRORJLHV�ZLWK�FDUH��ZH�EXLOG�DQG
LQVSLUH�WUXVW�LQ�DOO�RI�RXU�ELRZRUNHU�RZQHUV�WR�EXLOG�RXU�SODWIRUP�ZLWK�FDUH�

:H�PXVW�DOVR�SD\�VSHFLDO�DWWHQWLRQ�WR�WKH�JRYHUQDQFH�RI�OHDGLQJ�FDSDELOLWLHV�IRU�ZH�KDYH�RXWVL]HG�DELOLW\�WR�VKDSH�

$W�D�PDFURVFRSLF�OHYHO��EXLOGLQJ�ELRVHFXULW\�FDSDELOLWLHV�LV�DQ�H[DPSOH�RI�ZKHUH�ZH�DVVHVVHG�WKH�QHHG�IRU�FRPSOHPHQWDU\�HIIRUWV�WKDW�FRXOG
VDIHJXDUG�IXWXUH�ELRWHFKQRORJLHV�LQFOXGLQJ�WKRVH�GHYHORSHG�RQ�RXU�SODWIRUP��%XW�WKLV�VDPH�SKLORVRSK\�DSSOLHV�DFURVV�RXU�SODWIRUP�LQFOXGLQJ�DV�ZH
ZRUN�WR�KDUQHVV�SRZHUIXO�QHZ�FDSDELOLWLHV�LQ�$,��:H�EHOLHYH�WKDW�RXU�SODWIRUP�GHVLJQ�LV�D�IRXQGDWLRQ�IRU�DUFKLWHFWLQJ�VHFXULW\�DQG�DFFHVV�WKDW�FDQ
ERWK�HQDEOH�SRVLWLYH�XVHV�ZKLOH�EHWWHU�XQGHUVWDQGLQJ�DQG�SURWHFWLQJ�DJDLQVW�VFHQDULRV�RI�PLVXVH�

:H�VHH�FDULQJ�DERXW�KRZ�RXU�SODWIRUP�LV�GHYHORSHG�DQG�XVHG�QRW�DV�D�QHW�FRVW�EXW�DV�DQ�HQDEOHU�DW�PXOWLSOH�VFDOHV�RI�LPSDFW�DOLJQHG�ZLWK�ORQJ�WHUP
YDOXH��,W�EXLOGV�WUXVW�DQG�FUHGLELOLW\�QRW�RQO\�LQ�RXU�FDSDELOLWLHV�EXW�WKRVH�RI�RXU�FXVWRPHUV��,W�PRWLYDWHV�DQG�HQDEOHV�RXU�HPSOR\HH�RZQHUV�WR�GULYH
WKH�SODWIRUP�WRZDUGV�WKH�PDQ\�GLYHUVH�XVHV�WKH\�FR�HQYLVLRQ�ZLWK�RXU�SODWIRUP��,W�DOVR�DGYDQFHV�D�IUDPHZRUN�WR�JR�EH\RQG�D�UHDFWLYH�KLVWRULFDO
IUDPH�WKDW�KDV�RIWHQ�SRVLWLRQHG�JHQHWLF�HQJLQHHULQJ�DV�D�ULVN�WR�WKH�HQYLURQPHQW�UDWKHU�WKDQ�D�YDOXH�

:H�UHFRJQL]H�WKDW�SODWIRUPV�DFURVV�RWKHU�LQGXVWULHV�KDYH�OHVVRQV�PDQ\�QHJDWLYH�RQ�KRZ�WR�VWHZDUG�WKHLU�GHYHORSPHQW�DQG�XVH��2XU�KLJK�OHYHO
FRPPLWPHQW�WR�FDUH�DOVR�FRPHV�ZLWK�WKH�H[SHFWDWLRQ�RI�QHHGLQJ�WR�UHJXODUO\�UHYLVLW�WKH�DSSURDFKHV�WR�UHDOL]LQJ�WKDW�FRPPLWPHQW�

2XU�3HRSOH�	�&XOWXUH

$�FRPSDQ\�LV�PDGH�RI�SHRSOH��:H�KDYH�VRXJKW�WR�EULQJ�WRJHWKHU�D�WDOHQWHG�DQG�PXOWLGLVFLSOLQDU\�JURXS�RI�SHRSOH�ZKR�VKDUH�RXU�PLVVLRQ�WR�PDNH
ELRORJ\�HDVLHU�WR�HQJLQHHU��7RGD\��RXU�H[WHQVLYH�FURVV�IXQFWLRQDO�WHDP�LV�FROODERUDWLQJ�WR�EXLOG�RXU�HFRV\VWHP��IURP�RUJDQLVP�GHVLJQHUV�WR
DXWRPDWLRQ�HQJLQHHUV��VRIWZDUH�GHYHORSHUV�WR�WKH�SHRSOH�WHDP��EXVLQHVV�GHYHORSPHQW�WR�IDFLOLWLHV�PDQDJHPHQW��ILQDQFH�WR�PROHFXODU�ELRORJ\�

$�FXOWXUH�EXLOW�RQ�FDUH

:H¶YH�VWULYHG�WR�JURZ�D�FXOWXUH�EDVHG�RQ�FDUH��$V�HQJLQHHUV��LW�LV�HDV\�WR�IDOO�LQWR�WKH�WUDS�RI�WKLQNLQJ�RI�RXUVHOYHV�VLPSO\�DV�WRRO�EXLOGHUV��7RROV
FDQ�EH�XVHG�LQ�PDQ\�GLIIHUHQW�ZD\V��ERWK�JRRG�DQG�EDG��DQG�HQJLQHHUV�RIWHQ�GLVFXVV�WKHLU�WRROV�DV�YDOXH�QHXWUDO��%XW�WRROV�UHIOHFW�WKH�VRFLDO�EHOLHIV
DQG�ELDVHV�RI�WKH�SHRSOH�ZKR�PDNH�WKHP�

:H�DUH�NHHQO\�DZDUH�RI�WKH�QHHG�WR�FDUH�DERXW�KRZ�RXU�SODWIRUP�LV�XVHG��0RUH�VLJQLILFDQW�WKDQ�WKH�LPSDFWV�ZH�KDYH�VHHQ�IURP�GLJLWDO�SODWIRUPV�RQ
RXU�VRFLDO�ZRUOG��ELRORJ\�LV�RXU�KHDOWK��RXU�ERGLHV��RXU�IRRG��DQG�RXU�HQYLURQPHQW��$V�ZH�EXLOG�WKH�WRROV�IRU�SURJUDPPLQJ�ELRORJ\��ZH�PXVW�DOVR
FDUH�KRZ�WKRVH�WRROV�DUH�XVHG��DQG�HQVXUH�WKDW�WKH�ULVNV�DQG�EHQHILWV�DUH�WUDQVSDUHQWO\�DQG�HTXLWDEO\�VKDUHG�

��
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$�WDOHQWHG��ZRUOG�FODVV�WHDP

$V�RI�'HFHPEHU����������ZH�KDG�����HPSOR\HHV��,Q�DGGLWLRQ�WR�RXU�HPSOR\HHV��RXU�VXFFHVV�ZRXOG�QRW�EH�SRVVLEOH�ZLWKRXW�WKH�FROODERUDWLRQ�DQG
VXSSRUW�RI�WKH�QHWZRUN�RI�SDUWQHUV��FRQWUDFWRUV��FRQWLQJHQW�ZRUNHUV�DQG�WHPSRUDU\�VWDII�ZKR�PDNH�XS�WKH�*LQNJR�WHDP�

7HFKQRORJLHV�UHIOHFW�WKH�YDOXHV�RI�WKH�SHRSOH�ZKR�EXLOG�WKHP��:H�EHOLHYH�WKDW�LW�LV�HVVHQWLDO�WR�EXLOG�D�WDOHQWHG�WHDP�ZKHUH�SHRSOH�IURP�GLIIHUHQW
EDFNJURXQGV�DUH�LQFOXGHG�DQG�HPSRZHUHG�WR�VSHDN�XS�DQG�VKDSH�WKH�JURZWK�RI�WKLV�WHFKQRORJ\��:H�DUH�FRPPLWWHG�WR�JURZLQJ�D�WHDP�UHIOHFWLQJ�D
EURDG�UDQJH�RI�YLHZSRLQWV��EDFNJURXQGV�DQG�VNLOOV�DQG�FRQWLQXLQJ�WR�HPSRZHU�DQ�LQFOXVLYH�FXOWXUH�ZLWK�VWURQJ�HPSOR\HH�RZQHUVKLS�DQG
HQJDJHPHQW�

/D\LQJ�WKH�JURXQGZRUN�IRU�VWURQJ�HPSOR\HH�HQJDJHPHQW�LQ�WKH�IXWXUH

$V�D�IRXQGHU�OHG�FRPSDQ\�ZH�KDYH�EHHQ�DEOH�WR�LQIXVH�WKH�RUJDQL]DWLRQ�ZLWK�ORQJ�WHUP�VWUDWHJLF�WKLQNLQJ�IURP�WKH�VWDUW��7KH�ORQJ�WHUP�HQJDJHPHQW
DQG�UHVLOLHQFH�RI�RXU�HPSOR\HHV�FDQ�EH�VHHQ�LQ�WKHLU�UHVSRQVH�WR�D�YHU\�FKDOOHQJLQJ�������GHVSLWH�D�VLJQLILFDQW�UHVWUXFWXULQJ�DQG�UHGXFWLRQ�RI�PRUH
WKDQ�����RI�RXU�ZRUNIRUFH��ZH�FRQWLQXHG�WR�H[HFXWH�RQ�SURJUDPV��DFKLHYH�PLOHVWRQHV��DQG�ODXQFK�QHZ�SURGXFWV��:H�KDYH�HPHUJHG�IURP�WKH
UHVWUXFWXULQJ�ZLWK�D�VWUHQJWKHQHG�IRFXV�RQ�WKH�ORQJ�WHUP�SHUIRUPDQFH�DQG�VXVWDLQDELOLW\�RI�RXU�EXVLQHVV�

7KH�LQGLYLGXDOV�ZKR�ZRUN�DW�*LQNJR�DQG�EXLOG�RXU�SODWIRUP�FDUH�GHHSO\�DERXW�KRZ�WKDW�SODWIRUP�LV�XVHG�DQG�WKH�LPSDFW�RXU�FRPSDQ\�ZLOO�KDYH�LQ
WKH�ZRUOG��:H�KRSH�WR�PDLQWDLQ�WKH�ORQJ�WHUP�PHQWDOLW\�ZH�KDYH�EHQHILWHG�IURP�DV�D�IRXQGHU�OHG�SXEOLF�FRPSDQ\��:H�EHOLHYH�D�ZRUNIRUFH�ZLWK
VWURQJ�HTXLW\�RZQHUVKLS�ZLOO�PDNH�WKH�ZLVH�GHFLVLRQV�QHHGHG�WR�EXLOG�ORQJ�WHUP�YDOXH�IRU�RXU�FRPSDQ\�DQG�EXLOG�D�FRPSDQ\�ZKRVH�ORQJ�WHUP
LPSDFWV�PDNH�WKHP�SURXG��7KDW�LV�ZK\�ZH�KDYH�LPSOHPHQWHG�D�PXOWL�FODVV�VWRFN�VWUXFWXUH�WKDW�SHUPLWV�DOO�HPSOR\HHV��FXUUHQW�DQG�IXWXUH���QRW�MXVW
IRXQGHUV��WR�KROG�KLJK�YRWH�����YRWHV�SHU�VKDUH��FRPPRQ�VWRFN��:H�EHOLHYH�WKDW�RXU�PXOWL�FODVV�VWRFN�VWUXFWXUH�ZLOO�KHOS�PDLQWDLQ�WKLV�ORQJ�WHUP
PHQWDOLW\�DQG�HQFRXUDJH�ORQJ�WHUP�HTXLW\�RZQHUVKLS�E\�RXU�HPSOR\HHV��WKHUHE\�UHVXOWLQJ�LQ�LQFUHDVLQJ�HPSOR\HH�RZQHUVKLS�RYHU�WLPH��)RU�PRUH
LQIRUPDWLRQ��VHH�³5LVN�)DFWRUV�5LVNV�5HODWHG�WR�*LQNJR¶V�%XVLQHVV�5LVNV�5HODWHG�WR�2XU�2UJDQL]DWLRQDO�6WUXFWXUH�DQG�*RYHUQDQFH�2QO\�RXU
HPSOR\HHV�DQG�GLUHFWRUV�DUH�HQWLWOHG�WR�KROG�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN��LQFOXGLQJ�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�JUDQWHG�RU�RWKHUZLVH
LVVXHG�WR�RXU�HPSOR\HHV�DQG�GLUHFWRUV�LQ�WKH�IXWXUH���ZKLFK�VKDUHV�KDYH�WHQ�YRWHV�SHU�VKDUH��7KLV�OLPLWV�RU�SUHFOXGHV�RWKHU�VWRFNKROGHUV¶�DELOLW\�WR
LQIOXHQFH�WKH�RXWFRPH�RI�PDWWHUV�VXEPLWWHG�WR�VWRFNKROGHUV�IRU�DSSURYDO��LQFOXGLQJ�WKH�HOHFWLRQ�RI�GLUHFWRUV��WKH�DSSURYDO�RI�FHUWDLQ�HPSOR\HH
FRPSHQVDWLRQ�SODQV��WKH�DGRSWLRQ�RI�FHUWDLQ�DPHQGPHQWV�WR�RXU�RUJDQL]DWLRQDO�GRFXPHQWV�DQG�WKH�DSSURYDO�RI�DQ\�PHUJHU��FRQVROLGDWLRQ��VDOH�RI
DOO�RU�VXEVWDQWLDOO\�DOO�RI�RXU�DVVHWV��RU�RWKHU�PDMRU�FRUSRUDWH�WUDQVDFWLRQ�UHTXLULQJ�VWRFNKROGHU�DSSURYDO�´

&RPSHWLWLRQ

7R�RXU�NQRZOHGJH��WKHUH�DUH�FXUUHQWO\�QR�RWKHU�FHOO�HQJLQHHULQJ�FRPSDQLHV�WKDW�VHUYH�WKH�VDPH�EUHDGWK�RI�LQGXVWULHV�WKDW�ZH�GR��7KH�VHUYLFHV�DQG
SURGXFWV�RIIHUHG�E\�SRWHQWLDO�FRPSHWLWRUV�YDU\�LQ�VL]H��EUHDGWK��DQG�VFRSH��DQG�JLYHQ�RXU�EURDG�VHW�RI�DSSOLFDWLRQ�DUHDV��ZH�FRXOG�IDFH�FRPSHWLWLRQ
LQ�PDQ\�GLIIHUHQW�IRUPV��:H�IDFH�FRPSHWLWLRQ�IURP�FXVWRPHUV¶�LQWHUQDO�5	'�GHSDUWPHQWV�DQG�RWKHU�UHVHDUFK�VROXWLRQ�SURYLGHUV�WKDW�ODUJHO\�FRQGXFW
JHQHWLF�HQJLQHHULQJ�E\�KDQG��:H�DOVR�FRPSHWH�DJDLQVW�FRPSDQLHV�WKDW�VHHN�WR�XWLOL]H�V\QWKHWLF�ELRORJ\�WHFKQRORJLHV�WR�GHYHORS�VSHFLILF�SURGXFWV
RU�WDUJHW�FHUWDLQ�HQG�PDUNHWV��$GGLWLRQDOO\��ZLWK�RXU�H[SDQVLRQ�LQWR�FHOO�HQJLQHHULQJ�WRROV�RIIHULQJV�LQ�������ZH�FRPSHWH�DJDLQVW�OLIH�VFLHQFH�WRROV
FRPSDQLHV�DQG�&52V�DV�ZHOO�DV�QHZHU�$,�HQWUDQWV�LQ�WKH�HPHUJLQJ�7HFK%LR�DUHD��)LQDOO\��FRPSHWLQJ�SODWIRUPV�PD\�HPHUJH�IURP�YDULRXV�VRXUFHV�
LQFOXGLQJ�IURP�MRLQW�YHQWXUHV�DQG�SDUWQHUVKLSV�EHWZHHQ�ZHOO�FDSLWDOL]HG�WHFKQRORJ\�DQG�OLIH�VFLHQFHV�FRPSDQLHV��:H�LGHQWLI\�WKH�IROORZLQJ�WKUHH
JURXSV�DV�RXU�SULQFLSDO�VHW�RI�FRPSHWLWRUV�

&HOO�(QJLQHHULQJ�FRPSHWLWLRQ

7KH�6WDWXV�4XR��³RQ�SUHP´�FHOO�SURJUDPPLQJ�HIIRUWV

7KH�PDLQ�VRXUFH�RI�FRPSHWLWLRQ�ZH�HQFRXQWHU�IRU�RXU�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�RIIHULQJV�LV�IURP�SRWHQWLDO�FXVWRPHUV�FKRRVLQJ�WR�EXLOG
RU�PDLQWDLQ�LQ�KRXVH�FHOO�HQJLQHHULQJ�WHDPV�DQG�FDSDELOLWLHV��7KLV�VWDWXV�TXR�LQFOXGHV�EXLOGLQJ�RXW�ODERUDWRU\�VSDFH�DQG�WKHQ�KLULQJ�D�WHDP�RI
KLJKO\�WUDLQHG�VFLHQWLVWV�WR�FRQGXFW�UHVHDUFK��ODUJHO\�³E\�KDQG´�DQG�ZLWK

��



7DEOH�RI�&RQWHQWV

OLPLWHG�VFDOH�HIILFLHQFLHV��6RPH�LQWHUQDO�5	'�RSHUDWLRQV�PDLQWDLQ�D�IXOO�VXLWH�RI�FDSDELOLWLHV�DQG�FDQ�GHVLJQ��EXLOG�DQG�WHVW�UHODWLYHO\�FRPSOH[
SDWKZD\V�ZKLOH�RWKHUV�PD\�KDYH�FHUWDLQ�LQWHUQDO�FDSDELOLWLHV�DQG�QHHG�WR�RXWVRXUFH�RWKHU�HOHPHQWV�WR�&52V��:H�EHOLHYH�WKLV�LV�IDU�OHVV�HIILFLHQW�IRU
WKH�FXVWRPHU�DQG�OLNHO\�WR�\LHOG�ZRUVH�RXWFRPHV�DV�FXVWRPHUV�JHW�IHZHU�VKRWV�RQ�JRDO�IRU�D�JLYHQ�SURJUDP�EXGJHW�

7KDW�VDLG��LW�FDQ�VWLOO�EH�YHU\�GLIILFXOW�IRU�FRPSDQLHV�WR�FKRRVH�WR�WUXVW�*LQNJR�ZLWK�WKHLU�5	'�HIIRUWV�YHUVXV�EXLOGLQJ�PRUH�WUDGLWLRQDO�³RQ�SUHP´
ODEV��6PDOOHU�FRPSDQLHV�PD\�IHHO�OLNH�WKH\¶UH�³EHWWLQJ�WKH�IDUP´�RQ�*LQNJR��ZKLOH�ODUJHU�FRPSDQLHV�PD\�EH�VHQVLWLYH�WR�GLVSODFLQJ�H[LVWLQJ�5	'
WHDPV��$V�VXFK��D�NH\�IRFXV�DUHD�IRU�XV�LV�UHGXFLQJ�WKH�EDUULHUV�WR�DGRSWLRQ�IRU�WKH�SODWIRUP�E\�GHFUHDVLQJ�WKH�XSIURQW�LQYHVWPHQW�IRU�HDUOLHU�VWDJH
FRPSDQLHV�DQG�E\�KHOSLQJ�ODUJHU�FRPSDQLHV�LQWHJUDWH�WKHLU�VFLHQWLVWV�FORVHO\�LQWR�RXU�ZRUNIORZV�DQG�HPSRZHU�WKHLU�VFLHQWLVWV�WR�PDQDJH�UHTXHVWV
GLUHFWO\�VR�ZH�IHHO�PRUH�OLNH�D�UHVRXUFH�DQG�SDUWQHU�WKDQ�D�IXOO\�RXWVRXUFHG�SURYLGHU��2XU�UHFHQWO\�ODXQFKHG�'DWDSRLQWV�SURGXFWV�LQ�)XQFWLRQDO
*HQRPLFV�DQG�$QWLERG\�'HYHORSDELOLW\�DUH�NH\�H[DPSOHV�RI�QHZ�VHUYLFHV�GHVLJQHG�ZLWK�RXU�FXVWRPHUV¶�VFLHQWLVWV�LQ�PLQG�

7KH�YDVW�PDMRULW\�RI�WKHUDSHXWLFV�FRPSDQLHV�WKDW�DUH�OHYHUDJLQJ�JHQHWLF�HQJLQHHULQJ�KDYH�LQ�KRXVH�FDSDELOLWLHV��LQFOXGLQJ�%LRJHQ��1RYR�1RUGLVN�
9HUWH[��5HJHQHURQ��%D\HU��DQG�PDQ\�RWKHUV��7KHVH�FRPSDQLHV�PD\�EH�YLHZHG�DV�FRPSHWLWRUV�WR�*LQNJR�EHFDXVH�WKH\�DUH�FUHDWLQJ�SURGXFWV��XVLQJ
FHOO�SURJUDPPLQJ��WKDW�PD\�FRPSHWH�ZLWK�WKH�SURGXFWV�*LQNJR�LV�HQDEOLQJ�IRU�RXU�FXVWRPHUV��+RZHYHU��DV�D�SODWIRUP�FRPSDQ\��ZH�YLHZ�WKHVH
FRPSDQLHV�QRW�DV�FRPSHWLWRUV�EXW�DV�SRWHQWLDO�FXVWRPHUV�DQG�IRFXV�QRW�RQ�³EHDWLQJ´�WKHP�EXW�UDWKHU�RQ�GHPRQVWUDWLQJ�RXU�YDOXH�SURSRVLWLRQ�

9HUWLFDOL]HG�FHOO�HQJLQHHULQJ�SODWIRUPV

:LWKLQ�FHUWDLQ�HQG�PDUNHWV��*LQNJR�PD\�FRPSHWH�DJDLQVW�YHUWLFDOO\�IRFXVHG�ELRWHFKQRORJ\�FRPSDQLHV�SURYLGLQJ�FHOO�HQJLQHHULQJ�5	'�FDSDELOLWLHV
WR�FXVWRPHUV�ZLWKLQ�D�QDUURZ�VHW�RI�HQG�PDUNHWV��:KLOH�ZH�EHOLHYH�WKH�VLORHG�QDWXUH�RI�WKHVH�FRPSDQLHV�OLPLWV�WKHLU�ORQJ�WHUP�SRWHQWLDO��LQ�WKH�QHDU�
WHUP��ZH�PD\�KDYH�D�KDUGHU�WLPH�SHQHWUDWLQJ�WKRVH�HQG�PDUNHWV�JLYHQ�WKH�LQFXPEHQW�YHUWLFDO�VSHFLDOLVWV�LQ�WKDW�VSDFH��7KH�YDVW�PDMRULW\�RI�WKHVH
FRPSDQLHV�H[LVW�ZLWKLQ�WKHUDSHXWLF�HQG�PDUNHWV�JLYHQ�WKH�KLVWRU\�RI�FHOO�HQJLQHHULQJ�LQ�WKDW�PDUNHW�VHJPHQW��,Q�WKHRU\��WKH�H[SHUWLVH�DQG�OHDUQLQJV
WKH\�GHYHORS�IURP�ZRUN�LQ�RQH�ILHOG�FRXOG�EH�OHYHUDJHG�LQWR�QHLJKERULQJ�HQG�PDUNHWV�LI�WKHVH�FRPSDQLHV�GHFLGHG�WR�DGRSW��DQG�LQYHVW�LQ��D�PRUH
KRUL]RQWDO�VWUDWHJ\��([DPSOHV�RI�WKHVH�YHUWLFDOO\�IRFXVHG�SODWIRUPV�LQFOXGH�$E&HOOHUD��DQWLERG\�GLVFRYHU\���&RGH[LV��HQ]\PHV���6HQWL�%LR��FHOO
WKHUDS\�IRU�RQFRORJ\�DSSOLFDWLRQV��DQG�:X;L�ELRORJLFV��WKHUDSHXWLFV��

&RQWUDFW�UHVHDUFK�RUJDQL]DWLRQV��&52V��DQG�OLIH�VFLHQFH�WRROV�FRPSDQLHV

:LWK�RXU�H[SDQVLRQ�LQWR�FHOO�HQJLQHHULQJ�WRROV�RIIHULQJV��ZH�QRZ�RIIHU�GDWD�JHQHUDWLRQ�VHUYLFHV�DQG�5$&�ODERUDWRU\�DXWRPDWLRQ�WR�RXU�FXVWRPHUV�
7KHVH�RIIHULQJV�DSSHDO�WR�FXVWRPHUV�ZKR�ZDQW�WR�UHWDLQ�HLWKHU�VFLHQWLILF�FRQWURO�DQG�RU�H[SHULPHQWDO�H[HFXWLRQ�RI�WKHLU�ELRORJLFDO�5	'��$V�VXFK��ZH
QRZ�PRUH�GLUHFWO\�FRPSHWH�ZLWK�&52V�WKDW�RIIHU�UHVHDUFK�VHUYLFHV��WKRXJK�XVXDOO\�VXFK�VHUYLFHV�DUH�QRW�SXUSRVH�EXLOW�IRU�JHQHUDWLQJ�KLJK�TXDOLW\�
ODUJH�GDWDVHWV�WR�WUDLQ�DQG�YDOLGDWH�$,�0/�PRGHOV��([DPSOHV�RI�WKHVH�&52V�LQFOXGH�(YRWHF��:X;L�%LRORJLFV��DQG�&KDUOHV�5LYHU�/DERUDWRULHV�
6LPLODUO\��ZH�FRPSHWH�ZLWK�LQWHJUDWHG�DXWRPDWLRQ�FRPSDQLHV�OLNH�+LJK5HV�%LRVROXWLRQV��$XWRPDWD��DQG�7KHUPR�)LVKHU�6FLHQWLILF�ZLWK�RXU�5$&
ODERUDWRU\�DXWRPDWLRQ�SURGXFWV�

2WKHU�SRVVLEOH�HQWUDQWV

:H�PD\�DOVR�IDFH�FRPSHWLWLRQ�IURP�QHZ�HQWUDQWV�LQ�WKH�PDUNHW��LQFOXGLQJ�ZHOO�FDSLWDOL]HG�WHFKQRORJ\�FRPSDQLHV�ZLWK�SRVVLEOH�VWUDWHJLF�LQWHUHVWV�LQ
V\QWKHWLF�ELRORJ\�DQG�LWV�FDSDELOLWLHV��6XFK�FRPSDQLHV�PD\�HPHUJH�DV�FRPSHWLWRUV�JLYHQ�WKHLU�DFFHVV�WR�FDSLWDO��FDSDFLW\�WR�FUHDWH�PXOWL�GLVFLSOLQDU\
WHDPV�DFURVV�ELRORJ\��FKHPLVWU\��FRPSXWHU�VFLHQFH�DQG�HQJLQHHULQJ��DQG�IOH[LELOLW\�WR�HQWHU�VWUDWHJLF�YHQWXUHV�ZLWK�OLIH�VFLHQFHV�FRPSDQLHV�

%LRVHFXULW\�FRPSHWLWLRQ

:H¶UH�XQLTXH�LQ�WKH�JOREDO�ELRVHFXULW\�PDUNHW�EHFDXVH�RXU�DSSURDFK�LV�JOREDO�DQG�FRPSUHKHQVLYHO\�FRYHUV�HQG�WR�HQG�ELRVHFXULW\�QHHGV��:H�IDFH
FRPSHWLWLRQ�IURP�D�VPDOO�QXPEHU�RI�FRPSDQLHV�ZKR�RSHUDWH�LQ�IRFXVHG�ELRVHFXULW\�YHUWLFDOV��VXFK�DV�ZDVWHZDWHU�PRQLWRULQJ��H�J���9HULO\�DQG�%LRERW�
ERWK�SULPDULO\�LQ�WKH�8�6���DQG�GLJLWDO�ELRVXUYHLOODQFH�DQG�PRGHOLQJ��H�J���%OXH'RW��$LUILQLW\��DQG�WKH�3XEOLF�+HDOWK�&RPSDQ\���DV�ZHOO�DV
LQWHUQDWLRQDOO\�IURP�%*,��&KLQD¶V�QDWLRQDO�FKDPSLRQ�IRU�VHTXHQFLQJ�DQG�GLDJQRVWLFV��$V�ZH�SDUWQHU�ZLWK�QDWLRQDO�JRYHUQPHQWV��ZH�DOVR�IDFH
FRPSHWLWLRQ�IURP

��



7DEOH�RI�&RQWHQWV

KRPHJURZQ�SXEOLF�VROXWLRQV�WR�SDUWLFXODU�FKDOOHQJHV��HVSHFLDOO\�DPRQJ�KLJK�LQFRPH�FRXQWULHV�DQG�ODUJH�PXOWLODWHUDOV�ZLWK�OLWWOH�KLVWRU\�RI
HQJDJHPHQW�ZLWK�WKH�SULYDWH�VHFWRU�

:H�KDYH�VHYHUDO�LPSRUWDQW�DWWULEXWHV�WKDW�FRQWULEXWH�WR�RXU�FRPSHWLWLYH�DGYDQWDJH�
� $�FRPSUHKHQVLYH�RIIHULQJ�WKDW�DOORZV�FXVWRPHUV�WR�FRPH�WR�D�VLQJOH�SODWIRUP�IRU�PXOWLPRGDO�SK\VLFDO�DQG�GLJLWDO�VXUYHLOODQFH�DQG

LQWHJUDWHG�JOREDO�LQVLJKWV��UDWKHU�WKDQ�IUDJPHQWHG�DSSURDFKHV�
� $�VXLWH�RI�WHFKQLFDO�FDSDELOLWLHV�DFURVV�HSLGHPLRORJLFDO��ELRLQIRUPDWLFV��DQG�VFLHQWLILF�5	'�
� 8QLTXH�WHFKQRORJLFDO�WRROV��OLNH�RXU�(1'$5�SODWIRUP�IRU�HQJLQHHULQJ�GHWHFWLRQ�
� 2XU�SURPLQHQW�UROH�DV�D�WKRXJKW�OHDGHU�DQG�WDOHQW�DWWUDFWRU�LQ�WKLV�PDUNHW�
� $�IRXQGDWLRQ�RI�SDUWQHUVKLSV�ZLWK�FRXQWULHV�DFURVV�WKH�JOREH�DQG�NH\�PXOWLODWHUDOV�VXFK�DV�$IULFD�&'&��$IULFDQ�5LVN�&DSDFLW\��DQG�WKH

,QWHUQDWLRQDO�/LYHVWRFN�5HVHDUFK�,QVWLWXWH��DQG
� 2XU�JOREDO�OHDGHUVKLS�LQ�WKH�DLUSRUW�EDVHG�SDWKRJHQ�PRQLWRULQJ�VSDFH�

,QWHOOHFWXDO�3URSHUW\

2YHUYLHZ��)RXQGU\�DQG�&RGHEDVH

$V�GLVFXVVHG�DERYH��*LQNJR¶V�WZR�FRUH�SODWIRUP�DVVHWV�LQFOXGH�

� *LQNJR¶V�)RXQGU\��ZKLFK�HQDEOHV�KLJK�WKURXJKSXW�FHOO�SURJUDPPLQJ��DQG
� *LQNJR¶V�&RGHEDVH��ZKLFK�LQFOXGHV�UHXVDEOH�ELRORJLFDO�DVVHWV�WKDW�FDQ�EH�XVHG�WR�DFFHOHUDWH�FHOO�SURJUDPV�

*LQNJR�SURWHFWV�HDFK�RI�WKHVH�FRUH�DVVHWV�WKH�)RXQGU\�DQG�WKH�&RGHEDVH�WKURXJK�D�FRPELQDWLRQ�RI�SDWHQWV�DQG�WUDGH�VHFUHW�SURWHFWLRQV�

3DWHQWV

2XU�JHQHUDO�SROLF\�KDV�EHHQ�WR�VHHN�SDWHQW�SURWHFWLRQ�IRU�WKRVH�LQYHQWLRQV�OLNHO\�WR�EH�LQFRUSRUDWHG�LQWR�RXU�RIIHULQJV�DQG�IRU�ZKLFK�SDWHQW
SURWHFWLRQ�ZLOO�SURYLGH�YDOXH�RU�FRPSHWLWLYH�DGYDQWDJHV�WR�*LQNJR�

2XU�ZRUOGZLGH�SDWHQW�SRUWIROLR�LQFOXGHV�SDWHQWV�DFTXLUHG�LQ�WUDQVDFWLRQV�RYHU�WLPH��:H�PD\�GHFLGH�WKDW�LW�LV�LQ�RXU�LQWHUHVW�WR�DEDQGRQ��VHOO��RU
RWKHUZLVH�GLVSRVH�RI�FHUWDLQ�SDWHQWV�RU�SDWHQW�DSSOLFDWLRQV�WKDW�ZH�GHWHUPLQH�DUH�QR�ORQJHU�UHOHYDQW�WR�RXU�EXVLQHVV�

3DWHQWV�JHQHUDOO\�KDYH�D�WHUP�RI�WZHQW\�\HDUV�IURP�WKH�GDWH�WKH\�DUH�ILOHG��$V�RXU�SDWHQW�SRUWIROLR�KDV�EHHQ�EXLOW�RYHU�WLPH��WKH�UHPDLQLQJ�WHUPV�RI
WKH�LQGLYLGXDO�SDWHQWV�DFURVV�RXU�SDWHQW�SRUWIROLR�YDU\��1R�VLQJOH�SDWHQW�RU�SDWHQW�IDPLO\�LV�HVVHQWLDO�WR�*LQNJR�DV�D�ZKROH�RU�WR�DQ\�RI�*LQNJR¶V
VXEVLGLDULHV��,Q�DGGLWLRQ�WR�GHYHORSLQJ�RXU�SDWHQW�SRUWIROLR��ZH�OLFHQVH�SDWHQWV�IURP�WKLUG�SDUWLHV�

:H�LQWHQG�WR�SXUVXH�DGGLWLRQDO�SDWHQW�SURWHFWLRQ�WR�WKH�H[WHQW�WKDW�ZH�EHOLHYH�WKDW�LW�ZRXOG�EH�EHQHILFLDO�DQG�FRVW�HIIHFWLYH��:H�FDQQRW�SURYLGH�DQ\
DVVXUDQFH�WKDW�DQ\�RI�RXU�FXUUHQW�RU�IXWXUH�SDWHQW�DSSOLFDWLRQV�ZLOO�UHVXOW�LQ�WKH�LVVXDQFH�RI�SDWHQWV��:H�DOVR�FDQQRW�DVVXUH�WKH�VFRSH�RI�DQ\�RI�RXU
IXWXUH�LVVXHG�SDWHQWV�RU�ZDUUDQW�WKDW�DQ\�RI�RXU�SDWHQWV�ZLOO�SUHYHQW�RWKHUV�IURP�FRPPHUFLDOL]LQJ�LQIULQJLQJ�SURGXFWV�RU�WHFKQRORJ\�

7UDGH�VHFUHWV

*LQNJR¶V�WHFKQRORJ\�UHODWHG�LQWHOOHFWXDO�SURSHUW\�WKDW�LV�QRW�SDWHQW�SURWHFWHG�LV�PDLQWDLQHG�DV�WUDGH�VHFUHWV��:H�HPSOR\�D�YDULHW\�RI�VDIHJXDUGV�WR
SURWHFW�RXU�LQIRUPDWLRQ�DQG�WUDGH�VHFUHWV��LQFOXGLQJ�FRQWUDFWXDO�DUUDQJHPHQWV�ZLWK�RXU�HPSOR\HHV��FRQVXOWDQWV��FRQWUDFWRUV�DQG�RWKHU�DGYLVRUV�WKDW
LPSRVH�REOLJDWLRQV�RI�FRQILGHQWLDOLW\��DVVLJQPHQW�RI�LQYHQWLRQV��DQG�VHFXULW\��GLJLWDO�VHFXULW\�PHDVXUHV��DQG�SK\VLFDO�VHFXULW\�SUHFDXWLRQV�

:H�UHTXLUH�FRQILGHQWLDOLW\�DQG�PDWHULDO�WUDQVIHU�DJUHHPHQWV�IURP�WKLUG�SDUWLHV�WKDW�UHFHLYH�RXU�FRQILGHQWLDO�GDWD�RU�PDWHULDOV��DQG�ZH�DOVR�LQFRUSRUDWH
FRQILGHQWLDOLW\�DQG�PDWHULDO�WUDQVIHU�SUHFDXWLRQV�LQWR�RXU�FROODERUDWLRQ�DJUHHPHQWV�

��
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7UDGHPDUNV�DQG�GRPDLQ�QDPHV

$OWKRXJK�RXU�EXVLQHVV�LV�GLUHFWHG�DW�VRSKLVWLFDWHG�FRUSRUDWH�FXVWRPHUV�UDWKHU�WKDQ�HQG�FRQVXPHUV��ZH�KDYH�WUDGHPDUN�ULJKWV�DQG�UHJLVWUDWLRQV�LQ
RXU�QDPH��ORJR��DQG�RWKHU�EUDQG�LQGLFLD�LQ�WKH�8QLWHG�6WDWHV�DQG�RWKHU�MXULVGLFWLRQV�DURXQG�WKH�ZRUOG��:H�DOVR�KDYH�UHJLVWHUHG�GRPDLQ�QDPHV�IRU
ZHEVLWHV�WKDW�ZH�XVH�LQ�RXU�EXVLQHVV��VXFK�DV�ZZZ�JLQNJRELRZRUNV�FRP�

,QWHOOHFWXDO�SURSHUW\�WUDQVDFWLRQ�VWUXFWXUH

7KH�LQWHOOHFWXDO�SURSHUW\�WHUPV�IRU�RXU�DJUHHPHQWV�ZLWK�RXU�FXVWRPHUV�YDU\�EDVHG�RQ�GHDO�W\SH��FXVWRPHU�W\SH��HFRQRPLFV��LQGXVWU\��EXVLQHVV
VHJPHQW��FXVWRPHU�PDUNHW��DQG�RWKHU�IDFWRUV��)RU�H[DPSOH��LQ�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�SURJUDPV��RXU�FROODERUDWLRQ�DJUHHPHQWV
W\SLFDOO\�SURYLGH�WKDW�*LQNJR�ZLOO�RZQ�)RXQGU\�,3�DQG�LPSURYHPHQWV�WR�*LQNJR¶V�EDFNJURXQG�,3�GHYHORSHG�LQ�WKH�FROODERUDWLRQ��:LWK�UHVSHFW�WR
RWKHU�&RGHEDVH�,3�GHYHORSHG�LQ�WKH�FROODERUDWLRQ��ZH�SURYLGH�FXVWRPHUV�ULJKWV�FRPPHQVXUDWH�ZLWK�WUDQVDFWLRQ�HFRQRPLFV��FXVWRPHU�JRDOV��DQG
RWKHU�IDFWRUV��0DQ\�RI�RXU�FROODERUDWLRQ�DJUHHPHQWV�DOVR�SURYLGH�D�OLPLWHG�QRQ�H[FOXVLYH�OLFHQVH�WR�RXU�EDFNJURXQG�,3�DQG��WR�WKH�H[WHQW�DSSOLFDEOH�
ULJKWV�WR�VRPH�RI�WKH�QHZ�QRQ�)RXQGU\�WHFKQRORJLHV�GHYHORSHG�LQ�WKH�FROODERUDWLRQ�

6XSSOLHUV

*LQNJR¶V�VXSSOLHUV�IRU�FHOO�HQJLQHHULQJ�RSHUDWLRQV�FRPSULVH�SULPDULO\�PDQXIDFWXUHUV�DQG�GLVWULEXWRUV�RI�OLIH�VFLHQFH�WRROV��FRQVXPDEOHV�DQG
HTXLSPHQW�DV�ZHOO�DV�FHUWDLQ�VSHFLILF�SURYLGHUV�RI�FRQWUDFW�UHVHDUFK��GHYHORSPHQW�DQG�PDQXIDFWXULQJ�VHUYLFHV��:H�ZLOO�VRPHWLPHV�HQWHU�LQWR�ORQJ�
WHUP��VWUDWHJLF�SDUWQHUVKLSV�ZLWK�LQQRYDWLYH�VXSSOLHUV��%HFDXVH�RI�WKH�VFDOH�RI�RXU�RSHUDWLRQV��ZH�EHOLHYH�ZH�DUH�RIWHQ�DQ�HDUO\�DGRSWHU�DQG�WKH
ODUJHVW�FXVWRPHU�DW�VFDOH�RI�FHUWDLQ�QHZ�OLIH�VFLHQFH�WRROV�DQG�WHFKQRORJLHV��:H�ZLOO�DOVR�RFFDVLRQDOO\�DFTXLUH�WHFKQRORJ\�RU�&RGHEDVH�DVVHWV�IRU
VWUDWHJLF�UHDVRQV��LQFOXGLQJ�LQWHJUDWLRQ�LQWR�RXU�SODWIRUP�

:H�XWLOL]H�YDULRXV�WKLUG�SDUW\�VRIWZDUH�DQG�LQIRUPDWLRQ�WHFKQRORJ\�VHUYLFH�SURYLGHUV��LQFOXGLQJ�*RRJOH�&ORXG�DQG�$PD]RQ�:HE�6HUYLFHV��IRU�GDWD
VWRUDJH�DQG�SURFHVVLQJ��:H�DOVR�URXWLQHO\�HQJDJH�D�YDULHW\�RI�WKLUG�SDUWLHV�IRU�SURIHVVLRQDO�VHUYLFHV��FRQWUDFW�HPSOR\PHQW�VHUYLFHV�DQG�FRQVXOWLQJ
VHUYLFHV�

*RYHUQPHQW�&RQWUDFWV

:H�KDYH�HQWHUHG�LQWR�DJUHHPHQWV�ZLWK�JRYHUQPHQWDO�HQWLWLHV�DQG�FRQWUDFWRUV�LQ�WKH�SDVW�WR�VHUYH�DV�D�8�6��JRYHUQPHQW�FRQWUDFWRU�RU�VXEFRQWUDFWRU
DQG�PD\�GR�VR�DJDLQ�LQ�WKH�IXWXUH��6HH�³5LVN�)DFWRUV�5LVNV�5HODWHG�WR�*RYHUQPHQWDO�5HJXODWLRQ�DQG�/LWLJDWLRQ�:H�KDYH�SXUVXHG�LQ�WKH�SDVW�DQG
PD\�SXUVXH�DGGLWLRQDO�8�6��*RYHUQPHQW�FRQWUDFWLQJ�DQG�VXEFRQWUDFWLQJ�RSSRUWXQLWLHV�LQ�WKH�IXWXUH�DQG�DV�D�8�6��*RYHUQPHQW�SULPH�FRQWUDFWRU
DQG�VXEFRQWUDFWRU��ZH�DUH�VXEMHFW�WR�D�QXPEHU�RI�SURFXUHPHQW�UXOHV�DQG�UHJXODWLRQV�´

*RYHUQPHQW�5HJXODWLRQV

2XU�EXVLQHVV��RU�WKH�EXVLQHVV�RI�RXU�FXVWRPHUV��PD\�EH�UHJXODWHG�E\�WKH�)'$�DQG�RWKHU�IHGHUDO�DXWKRULWLHV�LQ�WKH�8QLWHG�6WDWHV��LQFOXGLQJ�WKH�8�6�
)HGHUDO�7UDGH�&RPPLVVLRQ��³)7&´���8�6��'HSDUWPHQW�RI�$JULFXOWXUH��³86'$´���8�6��'UXJ�(QIRUFHPHQW�$GPLQLVWUDWLRQ��³'($´��DQG�8�6�
(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\��³(3$´���DV�ZHOO�DV�FRPSDUDEOH�DXWKRULWLHV�LQ�IRUHLJQ�MXULVGLFWLRQV�DQG�YDULRXV�VWDWH�DQG�ORFDO�DXWKRULWLHV�LQ�WKH
8QLWHG�6WDWHV��)DLOXUH�WR�FRPSO\�ZLWK�DSSOLFDEOH�UHJXODWLRQV�PD\�UHVXOW�LQ�HQIRUFHPHQW�DFWLRQV��FLYLO�RU�FULPLQDO�VDQFWLRQV��DQG�DGYHUVH�SXEOLFLW\�

)'$�UHJXODWLRQ

:H�SURYLGH�FHOO�HQJLQHHULQJ�DQG�SURGXFW�GLVFRYHU\�VHUYLFHV�WR�FXVWRPHUV�HQJDJHG�LQ�WKH�PDQXIDFWXUH�RI�SKDUPDFHXWLFDO��IRRG��DQG�FRVPHWLF
SURGXFWV��7KH�)'$�UHJXODWHV�WKH�UHVHDUFK��GHYHORSPHQW��WHVWLQJ��TXDOLW\�FRQWURO��LPSRUW��H[SRUW��VDIHW\��HIIHFWLYHQHVV��VWRUDJH��UHFRUGNHHSLQJ�
SUHPDUNHW�UHYLHZ��DSSURYDO�RU�OLFHQVXUH��SURFHVVLQJ��IRUPXODWLRQ��PDQXIDFWXULQJ��SDFNDJLQJ��ODEHOLQJ��DGYHUWLVLQJ��SURPRWLRQ��PDUNHWLQJ�
GLVWULEXWLRQ��VDOH��SRVW�PDUNHW�PRQLWRULQJ�DQG�UHSRUWLQJ�RI�RXU�FXVWRPHUV¶�SKDUPDFHXWLFDO��IRRG�DQG�FRVPHWLF�SURGXFWV��DQG�WKH�)7&�DOVR�UHJXODWHV
WKH�DGYHUWLVLQJ�DQG�SURPRWLRQ�RI�WKHVH�SURGXFWV�

��



7DEOH�RI�&RQWHQWV

:H�KDYH�DFWHG�DV�D�V\VWHPV�LQWHJUDWRU�DQG�DXWKRUL]HG�GLVWULEXWRU�RI�FHUWDLQ�&29,'����RYHU�WKH�FRXQWHU�GLDJQRVWLF�WHVWV�PDQXIDFWXUHG�E\
LQGHSHQGHQW�WKLUG�SDUWLHV��:H�ZRUNHG�ZLWK�ODERUDWRU\�SDUWQHUV�WKDW�SURYLGH�VXUYHLOODQFH�WHVWLQJ�VHUYLFHV�DV�SDUW�RI�WKH�&29,'����DQG�RWKHU
SDWKRJHQ�VXUYHLOODQFH�WHVWLQJ�VHUYLFHV�ZH�RIIHU��DQG�WKHVH�WHVWV�DQG�WHVW�NLWV�PD\�EH�VXEMHFW�WR�UHJXODWLRQ�E\�WKH�)'$��,Q�SDUWLFXODU��WKH�WHVWV�DQG
WHVW�NLWV�XVHG�LQ�RXU�WHVWLQJ�VHUYLFHV�PD\�EH�VXEMHFW�WR�UHJXODWLRQ�E\�WKH�)'$�DV�PHGLFDO�GHYLFHV��DQG�PD\�EH�UHTXLUHG�WR�FRPSO\�ZLWK�WKH
UHTXLUHPHQW�WKDW�VXFK�SURGXFWV�KDYH�REWDLQHG�FOHDUDQFH��DSSURYDO��RU�RWKHU�PDUNHWLQJ�DXWKRUL]DWLRQV��EHIRUH�WKH\�FDQ�EH�FRPPHUFLDOL]HG��DV�ZHOO�DV
SRVW�PDUNHW�UHTXLUHPHQWV�VXFK�DV�DGYHUVH�HYHQW�UHSRUWLQJ�DQG�UHVWULFWLRQV�RQ�ODEHOLQJ��PDUNHWLQJ��DQG�GLVWULEXWLRQ�

/DERUDWRULHV�PXVW�VHHN�)'$�PDUNHWLQJ�DXWKRUL]DWLRQ�DQG�RWKHUZLVH�FRPSO\�ZLWK�)'$�GHYLFH�UHJXODWLRQV�ZKHQ�PDUNHWLQJ�&29,'����/DERUDWRU\
'HYHORSHG�7HVWV��³/'7V´���$Q�/'7�LV�DQ�LQ�YLWUR�GLDJQRVWLF�WHVW�WKDW�LV�LQWHQGHG�IRU�FOLQLFDO�XVH�DQG�LV�GHVLJQHG��PDQXIDFWXUHG��DQG�XVHG�ZLWKLQ�D
VLQJOH�ODERUDWRU\��/'7V�DUH�FODVVLILHG�DV�PHGLFDO�GHYLFHV��EXW�WKH�)'$�KDV�KLVWRULFDOO\�H[HUFLVHG�HQIRUFHPHQW�GLVFUHWLRQ�DQG�KDV�JHQHUDOO\�QRW
HQIRUFHG�)'$�UHTXLUHPHQWV��LQFOXGLQJ�SUHPDUNHW�UHYLHZ��ZLWK�UHVSHFW�WR�ODERUDWRULHV�WKDW�RIIHU�/'7V��+RZHYHU��)'$�LQWHQGV�WR�SKDVH�RXW�LWV
HQIRUFHPHQW�GLVFUHWLRQ�IRU�/'7V��:KLOH�++6�DQG�)'$�KDYH�DQQRXQFHG�WKHLU�LQWHQWLRQ�WR�UHTXLUH�SUHPDUNHW�UHYLHZ�RI�&29,'����/'7V��HLWKHU
DJHQF\�PD\�FKDQJH�LWV�SRVLWLRQ�LQ�WKH�IXWXUH�

0HGLFDO�SURGXFWV��LQFOXGLQJ�&29,'����WHVWV��WKDW�DUH�JUDQWHG�D�FOHDUDQFH��(PHUJHQF\�8VH�$XWKRUL]DWLRQ��³(8$´���RU�RWKHU�PDUNHWLQJ�DXWKRUL]DWLRQ
PXVW�FRPSO\�IXOO\�ZLWK�WKH�WHUPV�DQG�FRQGLWLRQV�SURYLGHG�LQ�WKH�FOHDUDQFH��(8$��RU�RWKHU�PDUNHWLQJ�DXWKRUL]DWLRQ��)RU�H[DPSOH��(8$V�IRU�&29,'���
WHVWV�PD\�LQFOXGH�FRQGLWLRQV�RI�DXWKRUL]DWLRQ�DSSOLFDEOH�WR�WKH�(8$�KROGHU��DXWKRUL]HG�GLVWULEXWRUV�DQG�DXWKRUL]HG�ODERUDWRULHV��1RQFRPSOLDQFH
ZLWK�DSSOLFDEOH�UHTXLUHPHQWV�FRXOG�UHVXOW�LQ�QHJDWLYH�FRQVHTXHQFHV��LQFOXGLQJ�DGYHUVH�SXEOLFLW\��MXGLFLDO�RU�DGPLQLVWUDWLYH�HQIRUFHPHQW��ZDUQLQJ
OHWWHUV�RU�XQWLWOHG�OHWWHUV�IURP�WKH�)'$��PDQGDWHG�FRUUHFWLYH�SURPRWLRQDO�PDWHULDOV��DGYHUWLVLQJ�RU�FRPPXQLFDWLRQV�ZLWK�GRFWRUV��DQG�FLYLO�RU�FULPLQDO
SHQDOWLHV��DPRQJ�RWKHUV��7KH�)'$�FDQ�DOVR�ZLWKGUDZ�PDUNHWLQJ�DXWKRUL]DWLRQ�IRU�WKH�DSSOLFDEOH�SURGXFW��DQG�LQ�WKH�FDVH�RI�D�SURGXFW�VXEMHFW�WR�DQ
(8$��WKH�)'$�PD\�UHTXLUH�(8$�KROGHUV�WR�WUDQVLWLRQ�WR�SHUPDQHQW�PDUNHWLQJ�DXWKRUL]DWLRQ�ZKLFK�FRXOG�LPSDFW�VRPH�RI�WKH�WHVWV�LQ�RXU�VXSSO\
FKDLQ�

'($�UHJXODWLRQ

:H�DUH�HQJDJHG�LQ�WKH�UHVHDUFK��GHYHORSPHQW��DQG�H[SRUW�RI�FHUWDLQ�SURGXFWV�WKDW�PD\�EH�UHJXODWHG�DV�FRQWUROOHG�VXEVWDQFHV��7KH�&RQWUROOHG
6XEVWDQFHV�$FW�RI�������DV�DPHQGHG�IURP�WLPH�WR�WLPH��HVWDEOLVKHV�UHJLVWUDWLRQ��VHFXULW\��UHFRUGNHHSLQJ��UHSRUWLQJ��VWRUDJH��GLVWULEXWLRQ�DQG�RWKHU
UHTXLUHPHQWV�DGPLQLVWHUHG�E\�WKH�'($��7KH�'($�LV�FRQFHUQHG�ZLWK�WKH�FRQWURO�RI�KDQGOHUV�RI�FRQWUROOHG�VXEVWDQFHV��DQG�ZLWK�WKH�HTXLSPHQW�DQG
UDZ�PDWHULDOV�XVHG�LQ�WKHLU�PDQXIDFWXUH�DQG�SDFNDJLQJ��LQ�RUGHU�WR�SUHYHQW�ORVV�DQG�GLYHUVLRQ�LQWR�LOOLFLW�FKDQQHOV�RI�FRPPHUFH��7KH�'($�UHJXODWHV
FRQWUROOHG�VXEVWDQFHV�DV�6FKHGXOH�,��,,��,,,��,9�RU�9�VXEVWDQFHV��6FKHGXOH�,�VXEVWDQFHV�E\�GHILQLWLRQ�KDYH�QR�HVWDEOLVKHG�PHGLFLQDO�XVH��DQG�PD\
QRW�EH�PDUNHWHG�RU�VROG�LQ�WKH�8QLWHG�6WDWHV��6FKHGXOH�,�VXEVWDQFHV�DUH�FRQVLGHUHG�WR�SUHVHQW�WKH�KLJKHVW�ULVN�RI�DEXVH��DQG�6FKHGXOH�9�VXEVWDQFHV
WKH�ORZHVW�UHODWLYH�ULVN�RI�DEXVH�DPRQJ�FRQWUROOHG�VXEVWDQFHV��0DULMXDQD�LV�FODVVLILHG�DV�D�6FKHGXOH�,�FRQWUROOHG�VXEVWDQFH��+RZHYHU��WKH�WHUP�GRHV
QRW�LQFOXGH�³KHPS�´�ZKLFK�PHDQV�WKH�FDQQDELV�SODQW�DQG�DQ\�SDUW�RI�WKDW�SODQW��LQFOXGLQJ�WKH�VHHGV�DQG�DOO�GHULYDWLYHV��H[WUDFWV��FDQQDELQRLGV�
LVRPHUV��DFLGV��VDOWV��DQG�VDOWV�RI�LVRPHUV��ZKHWKHU�JURZLQJ�RU�QRW��ZLWK�D�GHOWD���7+&�FRQFHQWUDWLRQ�RI�QRW�PRUH�WKDQ������RQ�D�GU\�ZHLJKW�EDVLV�

$QQXDO�UHJLVWUDWLRQ�LV�UHTXLUHG�IRU�DQ\�IDFLOLW\�WKDW�PDQXIDFWXUHV��GLVWULEXWHV��GLVSHQVHV��LPSRUWV�RU�H[SRUWV�DQ\�FRQWUROOHG�VXEVWDQFH��7KH
UHJLVWUDWLRQ�LV�VSHFLILF�WR�WKH�SDUWLFXODU�ORFDWLRQ��EXVLQHVV�DFWLYLW\�DQG�FRQWUROOHG�VXEVWDQFH�VFKHGXOH��)RU�H[DPSOH��VHSDUDWH�UHJLVWUDWLRQV�DUH
QHHGHG�IRU�LPSRUW�DQG�PDQXIDFWXULQJ��DQG�HDFK�UHJLVWUDWLRQ�ZLOO�VSHFLI\�ZKLFK�FRQWUROOHG�VXEVWDQFH�VFKHGXOH�LV�DXWKRUL]HG�IRU�WKDW�DFWLYLW\�

7KH�'($�W\SLFDOO\�LQVSHFWV�D�IDFLOLW\�WR�UHYLHZ�LWV�VHFXULW\�PHDVXUHV�SULRU�WR�LVVXLQJ�D�UHJLVWUDWLRQ��7KH�'($�UHTXLUHV�³HIIHFWLYH�FRQWUROV�DQG
SURFHGXUHV´�WR�JXDUG�DJDLQVW�WKHIW�DQG�GLYHUVLRQ�RI�FRQWUROOHG�VXEVWDQFHV��6HFXULW\�UHTXLUHPHQWV�YDU\�E\�FRQWUROOHG�VXEVWDQFH�VFKHGXOH��ZLWK�WKH
PRVW�VWULQJHQW�UHTXLUHPHQWV�DSSO\LQJ�WR�6FKHGXOH�,�DQG�6FKHGXOH�,,�VXEVWDQFHV���W\SH�RI�EXVLQHVV�DFWLYLW\�FRQGXFWHG��TXDQWLW\�RI�VXEVWDQFHV
KDQGOHG��DQG�D�YDULHW\�RI�RWKHU�IDFWRUV��5HTXLUHG�VHFXULW\�PHDVXUHV�LQFOXGH�EDFNJURXQG�FKHFNV�RQ�HPSOR\HHV�DQG�SK\VLFDO�FRQWURO�RI�LQYHQWRU\�
:KLOH�WKH�VSHFLILF�PHDQV�E\�ZKLFK�HIIHFWLYH�FRQWUROV�DQG�SURFHGXUHV�DUH�DFKLHYHG�PD\�YDU\��VHFXULW\�SUDFWLFHV�PD\�LQFOXGH�XVH�RI�FDJHV�
VXUYHLOODQFH�FDPHUDV�DQG�LQYHQWRU\�UHFRQFLOLDWLRQV��5HFRUGV�PXVW�EH�PDLQWDLQHG�IRU�WKH�KDQGOLQJ�RI�DOO�FRQWUROOHG�VXEVWDQFHV��DQG��LQ

��



7DEOH�RI�&RQWHQWV

FHUWDLQ�VFHQDULRV��SHULRGLF�UHSRUWV�PDGH�WR�WKH�'($��5HSRUWV�PXVW�DOVR�EH�PDGH�IRU�WKHIWV�RU�ORVVHV�RI�DQ\�FRQWUROOHG�VXEVWDQFH��DQG�GLVSRVDO�RI
FRQWUROOHG�VXEVWDQFHV�PXVW�DGKHUH�WR�YDULRXV�PHWKRGV�DXWKRUL]HG�E\�WKH�UHJXODWLRQV��,Q�DGGLWLRQ��VSHFLDO�DXWKRUL]DWLRQ�DQG�QRWLILFDWLRQ
UHTXLUHPHQWV�DSSO\�WR�LPSRUWV�DQG�H[SRUWV�

)DLOXUH�E\�UHJLVWHUHG�HVWDEOLVKPHQWV�WR�PDLQWDLQ�FRPSOLDQFH�ZLWK�DSSOLFDEOH�UHTXLUHPHQWV��SDUWLFXODUO\�DV�PDQLIHVWHG�LQ�ORVV�RU�GLYHUVLRQ��FDQ�UHVXOW
LQ�HQIRUFHPHQW�DFWLRQ��7KH�'($�PD\�VHHN�FLYLO�SHQDOWLHV��UHIXVH�WR�UHQHZ�QHFHVVDU\�UHJLVWUDWLRQV��RU�LQLWLDWH�SURFHHGLQJV�WR�UHYRNH�WKRVH
UHJLVWUDWLRQV��,Q�FHUWDLQ�FLUFXPVWDQFHV��YLRODWLRQV�FRXOG�HYHQWXDWH�LQ�FULPLQDO�SURFHHGLQJV��,QGLYLGXDO�VWDWHV�DOVR�UHJXODWH�FRQWUROOHG�VXEVWDQFHV�

/DERUDWRU\�/LFHQVLQJ�DQG�&HUWLILFDWLRQ�5HTXLUHPHQWV

7KH�FOLQLFDO�ODERUDWRULHV�ZH�SDUWQHUHG�ZLWK�IRU�RXU�&29,'����WHVWLQJ�SURJUDP�DUH�VXEMHFW�WR�IHGHUDO�RYHUVLJKW�XQGHU�WKH�&OLQLFDO�/DERUDWRU\
,PSURYHPHQW�$PHQGPHQW�RI�������³&/,$´���ZKLFK�UHTXLUHV�DOO�FOLQLFDO�ODERUDWRULHV�WR�PHHW�FHUWDLQ�TXDOLW\�DVVXUDQFH��TXDOLW\�FRQWURO�DQG�SHUVRQQHO
VWDQGDUGV��/DERUDWRULHV�DOVR�PXVW�XQGHUJR�SURILFLHQF\�WHVWLQJ�DQG�DUH�VXEMHFW�WR�LQVSHFWLRQV��6WDQGDUGV�IRU�WHVWLQJ�XQGHU�&/,$�DUH�EDVHG�RQ�WKH
FRPSOH[LW\�RI�WKH�WHVWV�SHUIRUPHG�E\�WKH�ODERUDWRU\��ZLWK�WHVWV�FODVVLILHG�DV�³KLJK�FRPSOH[LW\�´�³PRGHUDWH�FRPSOH[LW\�´�RU�³ZDLYHG�´�/DERUDWRULHV
SHUIRUPLQJ�KLJK�FRPSOH[LW\�WHVWLQJ�DUH�UHTXLUHG�WR�PHHW�PRUH�VWULQJHQW�UHTXLUHPHQWV�WKDQ�PRGHUDWH�FRPSOH[LW\�ODERUDWRULHV��&HUWDLQ�RI�RXU�SDUWQHU
ODERUDWRULHV�PXVW�XQGHUJR�RQ�VLWH�VXUYH\V�DW�OHDVW�HYHU\�WZR�\HDUV��ZKLFK�PD\�EH�FRQGXFWHG�E\�WKH�&HQWHUV�IRU�0HGLFDUH�DQG�0HGLFDLG�6HUYLFHV
�³&06´��XQGHU�WKH�&/,$�SURJUDP�RU�E\�D�SULYDWH�&06�DSSURYHG�DFFUHGLWLQJ�DJHQF\��7KH�VDQFWLRQ�IRU�IDLOXUH�WR�FRPSO\�ZLWK�&/,$�UHTXLUHPHQWV
PD\�EH�VXVSHQVLRQ��UHYRFDWLRQ�RU�OLPLWDWLRQ�RI�D�ODERUDWRU\¶V�&/,$�FHUWLILFDWH��ZKLFK�LV�QHFHVVDU\�WR�FRQGXFW�EXVLQHVV��DV�ZHOO�DV�VLJQLILFDQW�ILQHV
DQG�FULPLQDO�SHQDOWLHV�

7KH�RSHUDWLRQV�RI�RXU�SDUWQHU�ODERUDWRULHV�KROGLQJ�&/,$�&HUWLILFDWHV�RI�:DLYHU�DUH�DOVR�VXEMHFW�WR�VWDWH�DQG�ORFDO�ODERUDWRU\�UHJXODWLRQ��&/,$
SURYLGHV�WKDW�D�VWDWH�PD\�DGRSW�ODERUDWRU\�UHJXODWLRQV�GLIIHUHQW�IURP�RU�PRUH�VWULQJHQW�WKDQ�WKRVH�XQGHU�IHGHUDO�ODZ��DQG�D�QXPEHU�RI�VWDWHV�KDYH
LPSOHPHQWHG�WKHLU�RZQ�ODERUDWRU\�UHJXODWRU\�UHTXLUHPHQWV��6WDWH�ODZV�PD\�UHTXLUH�WKDW�ODERUDWRU\�SHUVRQQHO�PHHW�FHUWDLQ�TXDOLILFDWLRQV��VSHFLI\
FHUWDLQ�TXDOLW\�FRQWUROV��RU�UHTXLUH�PDLQWHQDQFH�RI�FHUWDLQ�UHFRUGV��1R�DVVXUDQFHV�FDQ�EH�JLYHQ�WKDW�RXU�SDUWQHU�ODERUDWRULHV�ZLOO�SDVV�DOO�IXWXUH
OLFHQVXUH�RU�FHUWLILFDWLRQ�LQVSHFWLRQV�

2XU�IDFLOLWLHV�DQG�ODERUDWRULHV�KROG�ORFDO��VWDWH�DQG�IHGHUDO�SHUPLWV��OLFHQVHV�DQG�UHJLVWUDWLRQV�QHFHVVDU\�IRU�FRPSOLDQFH�LQ�VSHFLILF�ZRUN�DQG
RSHUDWLRQV��LQFOXGLQJ�IURP�WKH�0DVVDFKXVHWWV�:DWHU�5HVRXUFH�$XWKRULW\��%RVWRQ�)LUH�'HSDUWPHQW��0DVVDFKXVHWWV�'HSDUWPHQW�RI�(QYLURQPHQWDO
3URWHFWLRQ��%RVWRQ�3XEOLF�+HDOWK�&RPPLVVLRQ��&DPEULGJH�%LRVDIHW\�&RPPLWWHH��0DVVDFKXVHWWV�'HSDUWPHQW�RI�3XEOLF�+HDOWK��86'$�DQG�'($�

)HGHUDO�6HOHFW�$JHQW�5HJXODWLRQV

2XU�UHVHDUFK�IDFLOLWLHV�WKDW�V\QWKHVL]H�'1$�VHTXHQFHV�RU�SHUIRUP�RWKHU�DFWLYLWLHV�FRXOG�EHFRPH�VXEMHFW�WR�WKH�)6$3��ZKLFK�LQYROYHV�UXOHV
DGPLQLVWHUHG�E\�WKH�&'&�DQG�WKH�86'$�$QLPDO�DQG�3ODQW�+HDOWK�,QVSHFWLRQ�6HUYLFH��³$3+,6´���7KH�)6$3�UHJXODWHV�WKH�SRVVHVVLRQ��XVH��DQG
WUDQVIHU�RI�ELRORJLFDO�VHOHFW�DJHQWV�DQG�WR[LQV�WKDW�KDYH�WKH�SRWHQWLDO�WR�SRVH�D�VHYHUH�WKUHDW�WR�SXEOLF�KHDOWK��DQLPDO�RU�SODQW�KHDOWK��RU�DQLPDO�RU
SODQW�SURGXFWV��)6$3�UHJXODWRU\�UHTXLUHPHQWV�LQFOXGH���L��UHJLVWUDWLRQ�ZLWK�WKH�&'&�DQG�RU�$3+,6�IRU�UHVHDUFK�IDFLOLWLHV�WKDW�GHDO�ZLWK�WKH�VHOHFW
DJHQWV�DQG�WR[LQV���LL��VXEPLVVLRQ�WR�SHULRGLF�ELRVDIHW\�DQG�VHFXULW\�LQVSHFWLRQV��DQG��LLL��UHSRUWLQJ�RI�WKHIW��ORVV�RU�UHOHDVH�RI�VHOHFW�DJHQWV��)HGHUDO
DJHQF\�HQIRUFHPHQW�DFWLRQV�IRU�YLRODWLRQV�RI�)6$3�UHJXODWLRQV�FDQ�LQFOXGH�WKH�LQLWLDWLRQ�RI�FRUUHFWLYH�DFWLRQV��FRPSOHWH�RU�SDUWLDO�VXVSHQVLRQ�RU
UHYRFDWLRQ�RI�VHOHFW�DJHQW�UHJLVWUDWLRQV�RU�FLYLO�RU�FULPLQDO�OLDELOLW\�

*HQHWLFDOO\�0RGLILHG�0DWHULDOV�5HJXODWLRQV

2XU�WHFKQRORJLHV�DQG�WKH�WHFKQRORJLHV�RI�RXU�FXVWRPHUV�LQYROYH�WKH�XVH�RI�JHQHWLFDOO\�PRGLILHG�FHOOV��RUJDQLVPV�DQG�ELRPDWHULDOV��LQFOXGLQJ�
ZLWKRXW�OLPLWDWLRQ��*02V�DQG�JHQHWLFDOO\�PRGLILHG�PLFURRUJDQLVPV��³*00V´���DQG�WKHLU�UHVSHFWLYH�SURGXFWV��,Q�WKH�8QLWHG�6WDWHV��WKH�)'$��WKH
86'$�WKURXJK�LWV�$3+,6��DQG�WKH�(3$�DUH�WKH�SULPDU\�DJHQFLHV�WKDW�UHJXODWH�WKH�XVH�RI�*02V��*00V�DQG�SRWHQWLDO�SURGXFWV�GHULYHG�IURP�*02V
RU�*00V�RU�*HQHWLFDOO\�0RGLILHG�0DWHULDOV��SXUVXDQW�WR�WKH�&RRUGLQDWHG�)UDPHZRUN�IRU�WKH�5HJXODWLRQ�RI�%LRWHFKQRORJ\�
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7KH�)'$�UHYLHZV�WKH�VDIHW\�RI�IRRG�FRQVXPHG�E\�KXPDQV�DQG�RI�IHHG�FRQVXPHG�E\�DQLPDOV�XQGHU�WKH�)HGHUDO�)RRG��'UXJ�DQG�&RVPHWLF�$FW
�³)'&$´���8QGHU�WKH�)'&$��IRRG�DQG�IHHG�PDQXIDFWXUHUV�DUH�UHVSRQVLEOH�IRU�HQVXULQJ�WKDW�WKH�SURGXFWV�WKH\�PDUNHW��LQFOXGLQJ�WKRVH�GHYHORSHG
WKURXJK�JHQHWLF�HQJLQHHULQJ��DUH�VDIH�DQG�SURSHUO\�ODEHOHG��,Q�DGGLWLRQ��WKH�)'$�PXVW�DSSURYH�WKH�XVH�RI�DQ\�IRRG�DGGLWLYHV��LQFOXGLQJ�*02V�
EHIRUH�PDUNHWLQJ�

86'$
V�$3+,6�H[DPLQHV�ZKHWKHU�D�SODQW�LWVHOI�SUHVHQWV�D�³SODQW�SHVW´�ULVN�XQGHU�WKH�3ODQW�3URWHFWLRQ�$FW��³33$´���6SHFLILFDOO\��$3+,6�LV
UHVSRQVLEOH�IRU�UHJXODWLQJ�WKH�LQWURGXFWLRQ��L�H���LPSRUWDWLRQ��LQWHUVWDWH�PRYHPHQW�RU�UHOHDVH�LQWR�WKH�HQYLURQPHQW��RI�FHUWDLQ�*02V�DQG�SODQWV
XQGHU�WKH�SODQW�SHVW�SURYLVLRQV�LQ�WKH�33$�WR�HQVXUH�WKDW�WKH\�GR�QRW�SRVH�D�SODQW�SHVW�ULVN��$3+,6�ILQDOL]HG�FKDQJHV�WR�WKH�33$¶V�LPSOHPHQWLQJ
UHJXODWLRQV�ZLWK�UHVSHFW�WR�FHUWDLQ�*02V�LQ�0D\�������$�SHUVRQ�RU�RUJDQL]DWLRQ�PD\�UHTXHVW�D�UHJXODWRU\�VWDWXV�UHYLHZ�IURP�$3+,6�WR�GHWHUPLQH
ZKHWKHU�D�*02�LV�XQOLNHO\�WR�SRVH�D�SODQW�SHVW�ULVN�DQG��WKHUHIRUH��LV�QRW�UHJXODWHG�XQGHU�WKH�SODQW�SHVW�SURYLVLRQV�RI�WKH�33$�RU�WKH�UHJXODWLRQV
FRGLILHG�DW���&�)�5��3DUW������UHTXHVWLQJ�D�UHJXODWRU\�VWDWXV�UHYLHZ�WHQGV�WR�DVVXPH�WKH�*02�DW�LVVXH�GRHV�QRW�RWKHUZLVH�IDOO�ZLWKLQ�D�UHJXODWRU\
H[HPSWLRQ��,I�WKH�*02�GRHV�QRW�TXDOLI\�IRU�DQ�H[HPSWLRQ�RU�LI�WKH�$3+,6�UHJXODWRU\�VWDWXV�UHYLHZ�SURFHVV�ILQGV�WKDW�WKH�SODQW�SRVHV�D�SODXVLEOH
SODQW�SHVW�ULVN��WKHQ�WKH�*02�PD\�UHTXLUH�DQ�$3+,6�SHUPLW��L�H���EH�D�UHJXODWHG�DUWLFOH�XQGHU�3DUW������$�UHJXODWHG�DUWLFOH�PD\�EH�VXEMHFW�WR�$3+,6
IRU�WKH�HQYLURQPHQWDO�UHOHDVH��LPSRUWDWLRQ��RU�LQWHUVWDWH�PRYHPHQW�RI�WKH�*02�RU�LWV�SURJHQ\�
�
(3$�UHJXODWHV��XQGHU�WKH�)HGHUDO�,QVHFWLFLGH��)XQJLFLGH�DQG�5RGHQWLFLGH�$FW��³),)5$´���WKH�SHVWLFLGHV��LQFOXGLQJ�SODQW�LQFRUSRUDWHG�SURWHFWDQWV�
WKDW�DUH�XVHG�ZLWK�FURSV��LQFOXGLQJ�*02�KHUELFLGH�WROHUDQW�FURSV��),)5$�JHQHUDOO\�UHTXLUHV�DOO�SHVWLFLGHV�WR�EH�UHJLVWHUHG�EHIRUH�GLVWULEXWLRQ�RU
VDOH��XQOHVV�WKH\�DUH�H[HPSWHG��8QGHU�),)5$��D�SHVWLFLGH�UHJLVWUDQW�PXVW�GHPRQVWUDWH�WKDW�WKH�SHVWLFLGH�DW�LVVXH��ZKHQ�XVHG�SXUVXDQW�WR�LWV
VSHFLILFDWLRQV��³ZLOO�QRW�JHQHUDOO\�FDXVH�XQUHDVRQDEOH�DGYHUVH�HIIHFWV�RQ�WKH�HQYLURQPHQW´�WR�VHFXUH�D�UHJLVWUDWLRQ��(3$�PXVW�DSSURYH�HDFK�GLVWLQFW
SHVWLFLGH�SURGXFW��HDFK�GLVWLQFW�XVH�SDWWHUQ��DQG�HDFK�GLVWLQFW�XVH�VLWH��,Q�DGGLWLRQ�WR�(3$¶V�),)5$�DXWKRULW\��(3$�DOVR�UHJXODWHV�SRWHQWLDO�KXPDQ
KHDOWK�LPSDFWV�IURP�SHVWLFLGHV�XQGHU�WKH�)'&$��(3$�GRHV�VR�E\�HVWDEOLVKLQJ�³WROHUDQFH�OHYHOV´��L�H���³WKH�DPRXQW�RI�SHVWLFLGH�WKDW�PD\�UHPDLQ�RQ
IRRG�SURGXFWV´��XQGHU�WKH�)'&$�

&HUWDLQ�JHQHWLFDOO\�PRGLILHG�PLFURRUJDQLVPV�WKDW�DUH�QRW�RWKHUZLVH�UHJXODWHG�XQGHU�),)5$�DQG�)'&$�PD\�EH�VXEMHFW�WR�(3$�UHJXODWLRQ�XQGHU�WKH
7R[LF�6XEVWDQFHV�&RQWURO�$FW��³76&$´���1HZ�PLFURRUJDQLVPV�WKDW�DUH�IRUPHG�E\�FRPELQLQJ�JHQHWLF�PDWHULDO�IURP�RUJDQLVPV�LQ�GLIIHUHQW�JHQHUD
�NQRZQ�DV�LQWHUJHQHULF�PLFURRUJDQLVPV��PD\�EH�VXEMHFW�WR�UHSRUWLQJ�UHTXLUHPHQWV�SULRU�WR�SURGXFWLRQ�RU�GLVWULEXWLRQ�LQ�FRPPHUFH��0LFURELDO
$FWLYLW\�&RPPHUFLDO�$FWLYLW\�1RWLFH���RU�XVH�LQ�UHVHDUFK�DQG�GHYHORSPHQW��76&$�([SHULPHQWDO�5HOHDVH�$SSOLFDWLRQ���XQOHVV�WKH�HQWLW\�FDQ�PHHW�DOO
UHTXLUHG�FULWHULD�WR�REWDLQ�DQ�H[HPSWLRQ�XQGHU�76&$�

)HGHUDO�DQG�VWDWH�GDWD�SULYDF\�DQG�VHFXULW\�UHJXODWLRQV

1XPHURXV�VWDWH��IHGHUDO�DQG�IRUHLJQ�ODZV��LQFOXGLQJ�FRQVXPHU�SURWHFWLRQ�ODZV�DQG�UHJXODWLRQV��JRYHUQ�WKH�FROOHFWLRQ��GLVVHPLQDWLRQ��XVH��DFFHVV�WR�
FRQILGHQWLDOLW\�DQG�VHFXULW\�RI�SHUVRQDO�LQIRUPDWLRQ��LQFOXGLQJ�KHDOWK�UHODWHG�LQIRUPDWLRQ��,Q�WKH�8QLWHG�6WDWHV��QXPHURXV�IHGHUDO�DQG�VWDWH�ODZV�DQG
UHJXODWLRQV��LQFOXGLQJ�GDWD�EUHDFK�QRWLILFDWLRQ�ODZV��KHDOWK�LQIRUPDWLRQ�SULYDF\�DQG�VHFXULW\�ODZV��LQFOXGLQJ�+,3$$��DQG�IHGHUDO�DQG�VWDWH�FRQVXPHU
SURWHFWLRQ�ODZV�DQG�UHJXODWLRQV��H�J���6HFWLRQ���RI�WKH�)7&�$FW���WKDW�JRYHUQ�WKH�FROOHFWLRQ��XVH��GLVFORVXUH��DQG�SURWHFWLRQ�RI�KHDOWK�UHODWHG�DQG
RWKHU�SHUVRQDO�LQIRUPDWLRQ�FRXOG�DSSO\�WR�RXU�RSHUDWLRQV�RU�WKH�RSHUDWLRQV�RI�RXU�SDUWQHUV��+,3$$��DQG�LWV�UHVSHFWLYH�LPSOHPHQWLQJ�UHJXODWLRQV�
LPSRVHV�REOLJDWLRQV�RQ�³FRYHUHG�HQWLWLHV�´�LQFOXGLQJ�FHUWDLQ�KHDOWK�FDUH�SURYLGHUV��KHDOWK�SODQV��DQG�KHDOWK�FDUH�FOHDULQJKRXVHV��DQG�WKHLU
UHVSHFWLYH�³EXVLQHVV�DVVRFLDWHV´�WKDW�FUHDWH��UHFHLYH��PDLQWDLQ�RU�WUDQVPLW�LQGLYLGXDOO\�LGHQWLILDEOH�KHDOWK�LQIRUPDWLRQ�IRU�RU�RQ�EHKDOI�RI�D�FRYHUHG
HQWLW\��DV�ZHOO�DV�WKHLU�FRYHUHG�VXEFRQWUDFWRUV�ZLWK�UHVSHFW�WR�VDIHJXDUGLQJ�WKH�SULYDF\��VHFXULW\�DQG�WUDQVPLVVLRQ�RI�LQGLYLGXDOO\�LGHQWLILDEOH�KHDOWK
LQIRUPDWLRQ��9LRODWLRQV�RI�WKH�+,3$$�SULYDF\�DQG�VHFXULW\�UHJXODWLRQV�PD\�UHVXOW�LQ�FLYLO�DQG�FULPLQDO�SHQDOWLHV��++6�LV�UHTXLUHG�WR�FRQGXFW�SHULRGLF
FRPSOLDQFH�DXGLWV�RI�FRYHUHG�HQWLWLHV�DQG�WKHLU�EXVLQHVV�DVVRFLDWHV��+,3$$�DOVR�DXWKRUL]HV�VWDWH�DWWRUQH\V�JHQHUDO�WR�EULQJ�FLYLO�DFWLRQV�VHHNLQJ
HLWKHU�DQ�LQMXQFWLRQ�RU�GDPDJHV�LQ�UHVSRQVH�WR�YLRODWLRQV�RI�+,3$$�SULYDF\�DQG�VHFXULW\�UHJXODWLRQV�

,Q�DGGLWLRQ��FHUWDLQ�VWDWH�ODZV��VXFK�DV�WKH�&DOLIRUQLD�&RQILGHQWLDOLW\�RI�0HGLFDO�,QIRUPDWLRQ�$FW��JRYHUQ�WKH�SULYDF\�DQG�VHFXULW\�RI�KHDOWK�UHODWHG
LQIRUPDWLRQ�LQ�FHUWDLQ�FLUFXPVWDQFHV��VRPH�RI�ZKLFK�DUH�PRUH�VWULQJHQW�WKDQ�+,3$$�DQG�PDQ\�RI�ZKLFK�GLIIHU�IURP�HDFK�RWKHU�LQ�VLJQLILFDQW�ZD\V
DQG�PD\�QRW�KDYH�WKH�VDPH�HIIHFW��WKXV�FRPSOLFDWLQJ�FRPSOLDQFH�HIIRUWV�

��
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6WDWHV�LQFOXGLQJ�&DOLIRUQLD��9LUJLQLD��&RORUDGR��&RQQHFWLFXW�DQG�8WDK�KDYH�DOVR�HQDFWHG�FRPSUHKHQVLYH�SULYDF\�ODZV�WKDW�DUH�FXUUHQWO\�LQ�HIIHFW��DQG
VLPLODU�ODZV�KDYH�EHHQ�SDVVHG�RU�DUH�EHLQJ�FRQVLGHUHG�LQ�VHYHUDO�RWKHU�VWDWHV��DV�ZHOO�DV�DW�WKH�IHGHUDO�DQG�ORFDO�OHYHOV��)DLOXUH�WR�FRPSO\�ZLWK�WKHVH
ODZV��ZKHUH�DSSOLFDEOH��FDQ�UHVXOW�LQ�WKH�LPSRVLWLRQ�RI�VLJQLILFDQW�FLYLO�DQG�RU�FULPLQDO�SHQDOWLHV�DQG�SULYDWH�OLWLJDWLRQ��3ULYDF\�DQG�VHFXULW\�ODZV�
UHJXODWLRQV��DQG�RWKHU�REOLJDWLRQV�DUH�FRQVWDQWO\�HYROYLQJ��PD\�FRQIOLFW�ZLWK�HDFK�RWKHU��WKXV�FRPSOLFDWLQJ�FRPSOLDQFH�HIIRUWV���DQG�FDQ�UHVXOW�LQ
LQYHVWLJDWLRQV��SURFHHGLQJV��RU�DFWLRQV�WKDW�OHDG�WR�VLJQLILFDQW�FLYLO�RU�FULPLQDO�SHQDOWLHV�DQG�UHVWULFWLRQV�RQ�GDWD�SURFHVVLQJ�

*LQNJR�&RUSRUDWH�,QIRUPDWLRQ

*LQNJR¶V�SULQFLSDO�H[HFXWLYH�RIILFH�LV�ORFDWHG�DW����'U\GRFN�$YHQXH��%RVWRQ��0DVVDFKXVHWWV��������DQG�*LQNJR¶V�WHOHSKRQH�QXPEHU�LV�����������
������*LQNJR¶V�FRUSRUDWH�ZHEVLWH�DGGUHVV�LV�ZZZ�JLQNJRELRZRUNV�FRP��:H�PDNH�DYDLODEOH�RQ�WKH�,QYHVWRU�5HODWLRQV�VHFWLRQ�RI�RXU�ZHEVLWH��IUHH�RI
FKDUJH��RXU�DQQXDO�UHSRUWV�RQ�)RUP����.��TXDUWHUO\�UHSRUWV�RQ�)RUP����4��FXUUHQW�UHSRUWV�RQ�)RUP���.��SUR[\�VWDWHPHQWV��DQG�)RUPV������DQG����DQG
DPHQGPHQWV�WR�WKRVH�UHSRUWV�DV�VRRQ�DV�UHDVRQDEO\�SUDFWLFDEOH�DIWHU�ILOLQJ�VXFK�GRFXPHQWV�ZLWK��RU�IXUQLVKLQJ�VXFK�GRFXPHQWV�WR��WKH�8�6�
6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��WKH�³6(&´���7KH�6(&�PDLQWDLQV�D�ZHEVLWH��ZZZ�VHF�JRY��WKDW�FRQWDLQV�UHSRUWV��SUR[\�DQG�LQIRUPDWLRQ
VWDWHPHQWV�DQG�RWKHU�LQIRUPDWLRQ�UHJDUGLQJ�LVVXHUV�WKDW�ILOH�HOHFWURQLFDOO\�ZLWK�WKH�6(&�

7KH�LQIRUPDWLRQ�FRQWDLQHG�RQ��RU�DFFHVVLEOH�WKURXJK��RXU�FRUSRUDWH�ZHEVLWH�LV�QRW�LQFRUSRUDWHG�LQWR�WKLV�$QQXDO�5HSRUW�DQG�VKRXOG�QRW�EH
FRQVLGHUHG�SDUW�RI�WKLV�$QQXDO�5HSRUW��7KH�LQFOXVLRQ�RI�WKH�FRUSRUDWH�ZHEVLWH�DGGUHVV�LV�DQ�LQDFWLYH�WH[WXDO�UHIHUHQFH�RQO\�

,WHP��$��5LVN�)DFWRUV�

$Q�LQYHVWPHQW�LQ�RXU�VHFXULWLHV�LQYROYHV�D�KLJK�GHJUHH�RI�ULVN��<RX�VKRXOG�FDUHIXOO\�FRQVLGHU�WKH�IROORZLQJ�ULVN�IDFWRUV��WRJHWKHU�ZLWK�DOO�RI�WKH
RWKHU�LQIRUPDWLRQ�LQFOXGHG�LQ�WKLV�$QQXDO�5HSRUW��EHIRUH�PDNLQJ�DQ�LQYHVWPHQW�GHFLVLRQ��2XU�EXVLQHVV��SURVSHFWV��ILQDQFLDO�FRQGLWLRQ�RU
RSHUDWLQJ�UHVXOWV�FRXOG�GHFOLQH�GXH�WR�DQ\�RI�WKHVH�ULVNV�DQG��DV�D�UHVXOW��\RX�PD\�ORVH�DOO�RU�SDUW�RI�\RXU�LQYHVWPHQW�

8QOHVV�WKH�FRQWH[W�RWKHUZLVH�UHTXLUHV��DOO�UHIHUHQFHV�LQ�WKLV�VHFWLRQ�WR�WKH�³&RPSDQ\�´�³ZH�´�³XV´�RU�³RXU´�UHIHU�WR�WKH�EXVLQHVV�RI�*LQNJR�DQG�LWV
VXEVLGLDULHV�

5LVNV�5HODWHG�WR�*LQNJR¶V�%XVLQHVV
:H�KDYH�D�KLVWRU\�RI�QHW�ORVVHV��:H�H[SHFW�WR�FRQWLQXH�WR�LQFXU�ORVVHV�IRU�WKH�IRUHVHHDEOH�IXWXUH��DQG�ZH�PD\�QHYHU�DFKLHYH�RU�PDLQWDLQ
SURILWDELOLW\�

:H�KDYH�LQFXUUHG�VLJQLILFDQW�RSHUDWLQJ�ORVVHV�VLQFH�RXU�LQFHSWLRQ��2XU�QHW�ORVV�DWWULEXWDEOH�WR�RXU�VWRFNKROGHUV�ZDV�DSSUR[LPDWHO\��������PLOOLRQ�
�������PLOOLRQ��DQG������ELOOLRQ�IRU�WKH�ILVFDO�\HDUV�HQGHG�'HFHPEHU����������������DQG�������UHVSHFWLYHO\�

$V�RI�'HFHPEHU�����������ZH�KDG�DQ�DFFXPXODWHG�GHILFLW�RI�DSSUR[LPDWHO\������ELOOLRQ��:H�PD\�LQFXU�ORVVHV�DQG�QHJDWLYH�FDVK�IORZ�IURP�RSHUDWLQJ
DFWLYLWLHV�IRU�WKH�IRUHVHHDEOH�IXWXUH�DV�ZH�FRQWLQXH�WR�LQYHVW�VLJQLILFDQW�DGGLWLRQDO�IXQGV�WRZDUG�IXUWKHU�GHYHORSLQJ�RXU�SODWIRUP�DQG�FXVWRPHU
RIIHULQJV��WKH�FHOO�HQJLQHHULQJ�SURJUDPV�ZH�SHUIRUP�RQ�EHKDOI�RI�RXU�FXVWRPHUV�DQG�RWKHUZLVH�JURZLQJ�RXU�EXVLQHVV��LQFOXGLQJ�RXU�%LRVHFXULW\�DQG
$XWRPDWLRQ�EXVLQHVV�XQLWV��:H�H[SHFW�WKDW�RXU�RSHUDWLQJ�H[SHQVHV�ZLOO�HLWKHU�UHPDLQ�FRQVLVWHQW�RU�GHFOLQH�LQ������DV�FRPSDUHG�WR�������UHIOHFWLQJ�D
VWDELOL]DWLRQ�LQ�RXU�RSHUDWLRQDO�RYHUKHDG�DQG�UHVWUXFWXULQJ�DFWLRQV�FRPPHQFHG�LQ�������+RZHYHU��RXU�RSHUDWLQJ�H[SHQVHV�FRXOG�LQFUHDVH�LQ
FRQQHFWLRQ�ZLWK�HPSOR\HH�LQFHQWLYH�SURJUDPV�RIIHUHG�RU�IURP�DGGLWLRQDO�FRVWV�RU�H[SHQVHV�UHVXOWLQJ�IURP�RXU�UHVWUXFWXULQJ�DFWLRQV��:H�KDYH
GHULYHG�D�VLJQLILFDQW�SRUWLRQ�RI�RXU�UHYHQXHV�IURP�IHHV�DQG�PLOHVWRQH�SD\PHQWV�IURP�WHFKQLFDO�GHYHORSPHQW�VHUYLFHV�SURYLGHG�WR�FXVWRPHUV�WR
DGYDQFH�SURJUDPV��DV�ZHOO�DV�D�VLJQLILFDQW�SRUWLRQ�RI�RXU�UHYHQXHV�IURP�%LRVHFXULW\��+LVWRULFDOO\��WKHVH�IHHV�KDYH�QRW�EHHQ�VXIILFLHQW�WR�FRYHU�WKH
IXOO�FRVW�RI�RXU�RSHUDWLRQV��$GGLWLRQDOO\��LI�RXU�FXVWRPHUV�WHUPLQDWH�WKHLU�DJUHHPHQWV�RU�GHYHORSPHQW�SODQV�ZLWK�XV��RXU�QHDU�WHUP�UHYHQXHV�FRXOG�EH
DGYHUVHO\�DIIHFWHG��,Q�DGGLWLRQ��FHUWDLQ�RI�RXU�FXVWRPHU�DJUHHPHQWV�SURYLGH�IRU�PLOHVWRQH�SD\PHQWV��IXWXUH�UR\DOWLHV�DQG�RWKHU�IRUPV�RI�FRQWLQJHQW
FRQVLGHUDWLRQ��WKH�SD\PHQW�RI�ZKLFK�DUH�XQFHUWDLQ��DV�WKH\�DUH�GHSHQGHQW�RQ�RXU�DELOLW\�WR�VXFFHVVIXOO\�GHYHORS�HQJLQHHUHG�FHOOV��ELRSURFHVVHV��RU
RWKHU�GHOLYHUDEOHV�DQG�RXU�FXVWRPHUV¶�DELOLW\�DQG�ZLOOLQJQHVV�WR�VXFFHVVIXOO\�GHYHORS�DQG�FRPPHUFLDOL]H�SURGXFWV�DQG�SURFHVVHV�
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2XU�H[SHQVHV�PD\�FRQWLQXH�WR�H[FHHG�UHYHQXHV�LQ�WKH�IRUHVHHDEOH�IXWXUH�DQG�ZH�PD\�QRW�DFKLHYH�SURILWDELOLW\��,I�ZH�IDLO�WR�DFKLHYH�SURILWDELOLW\��RU�LI
WKH�WLPH�UHTXLUHG�WR�DFKLHYH�SURILWDELOLW\�LV�ORQJHU�WKDQ�ZH�DQWLFLSDWH��ZH�PD\�QRW�EH�DEOH�WR�H[SDQG�RU�FRQWLQXH�RXU�EXVLQHVV��DQG�WKH�YDOXH�RI�RXU
FRPPRQ�VWRFN�FRXOG�EH�QHJDWLYHO\�LPSDFWHG��2XU�DELOLW\�WR�DFKLHYH�RU�VXVWDLQ�SURILWDELOLW\�LV�EDVHG�RQ�QXPHURXV�IDFWRUV��PDQ\�RI�ZKLFK�DUH�EH\RQG
RXU�FRQWURO��LQFOXGLQJ�WKH�GHYHORSPHQW�RI�RXU�SODWIRUP��WKH�LQLWLDWLRQ�RI�QHZ�SURJUDPV�ZLWK�QHZ�DQG�H[LVWLQJ�FXVWRPHUV��WKH�FRPPHUFLDO�WHUPV�RI�RXU
SURJUDPV��WKH�UHDOL]DWLRQ�RI�DQ\�SRWHQWLDO�GRZQVWUHDP�YDOXH�IURP�RXU�SURJUDPV��RXU�DELOLW\�WR�DGYDQFH�FHOO�HQJLQHHULQJ�SURJUDPV�LQ�D�WLPHO\�DQG
FRVW�HIIHFWLYH�PDQQHU��RXU�DELOLW\�WR�H[WHQG�QHZ�RIIHULQJV�WR�FXVWRPHUV��RXU�FXVWRPHUV¶�DELOLW\�WR�VFDOH�XS�ELRSURFHVVHV��WKH�DELOLW\�RI�RXU�FXVWRPHUV
WR�SURGXFH�DQG�VHOO�SURGXFWV��WKH�LPSDFW�RI�PDUNHW�DFFHSWDQFH�RI�RXU�FXVWRPHUV¶�SURGXFWV��DQG�RXU�FXVWRPHUV¶�PDUNHW�SHQHWUDWLRQ�DQG�PDUJLQV�
(YHQ�LI�ZH�GR�DFKLHYH�SURILWDELOLW\��ZH�PD\�QRW�EH�DEOH�WR�VXVWDLQ�RU�LQFUHDVH�SURILWDELOLW\�RQ�D�TXDUWHUO\�RU�DQQXDO�EDVLV�

:H�PD\�QHHG�VXEVWDQWLDO�DGGLWLRQDO�FDSLWDO�LQ�WKH�IXWXUH�LQ�RUGHU�WR�IXQG�RXU�EXVLQHVV�

:H�KDYH�FRQVXPHG�FRQVLGHUDEOH�DPRXQWV�RI�FDSLWDO�WR�GDWH��DQG�ZH�H[SHFW�WR�LQFXU�FRQWLQXHG�QHW�ORVVHV�IRU�WKH�IRUHVHHDEOH�IXWXUH�DV�ZH�FRQWLQXH
WR�GHYHORS�RXU�EXVLQHVV��DGYDQFH�RXU�SURJUDPV��H[SDQG�DQG�HQKDQFH�RXU�SODWIRUP�DQG�FXVWRPHU�RIIHULQJV��SHUIRUP�RQ�EHKDOI�RI�RXU�FXVWRPHUV�
PDNH�WKH�FDSLWDO�LQYHVWPHQWV�QHFHVVDU\�WR�VFDOH�XS�RXU�)RXQGU\�RSHUDWLRQV�DQG�&RGHEDVH�DVVHWV�DQG�DV�ZH�FRQWLQXH�RXU�UHVWUXFWXULQJ�DFWLRQV
FRPPHQFHG�LQ��������:H�KDYH�XVHG��DQG�PD\�FRQWLQXH�WR�XVH��DGGLWLRQDO�FDSLWDO�IRU�%LRVHFXULW\��VWUDWHJLF�LQYHVWPHQWV�DQG�DFTXLVLWLRQV��:H�EHOLHYH
WKDW�RXU�FDVK�DQG�FDVK�HTXLYDOHQWV��VKRUW�WHUP�LQYHVWPHQWV��DQG�LQWHUHVW�HDUQLQJV�ZLOO�EH�VXIILFLHQW�WR�PHHW�RXU�SURMHFWHG�RSHUDWLQJ�UHTXLUHPHQWV
XQWLO�ZH�UHDFK�SURILWDELOLW\��+RZHYHU��WKHVH�DVVXPSWLRQV�PD\�SURYH�WR�EH�LQFRUUHFW�DQG�ZH�FRXOG�H[KDXVW�RXU�DYDLODEOH�FDSLWDO�UHVRXUFHV�VRRQHU
WKDQ�ZH�FXUUHQWO\�H[SHFW��%HFDXVH�RI�WKH�QXPHURXV�ULVNV�DQG�XQFHUWDLQWLHV�DVVRFLDWHG�ZLWK�RXU�SURJUDPV��LQFOXGLQJ�ULVNV�DQG�XQFHUWDLQWLHV�WKDW
FRXOG�LPSDFW�WKH�UDWH�RI�SURJUHVV�RI�RXU�SURJUDPV��ZH�DUH�XQDEOH�WR�HVWLPDWH�ZLWK�FHUWDLQW\�WKH�DPRXQWV�RI�FDSLWDO�RXWOD\V�DQG�RSHUDWLQJ
H[SHQGLWXUHV�DVVRFLDWHG�ZLWK�WKHVH�DFWLYLWLHV�

:H�GR�QRW�FXUUHQWO\�KDYH�DQ\�FRPPLWPHQWV�IRU�IXWXUH�IXQGLQJ��:H�PD\�UHFHLYH�IHHV��PLOHVWRQHV��DQG�UR\DOW\�SD\PHQWV�XQGHU�RXU�FXVWRPHU
DJUHHPHQWV��EXW�WKHVH�DUH�QRW�JXDUDQWHHG��:H�KDYH�UHFHLYHG�QRQ�FDVK�FRQVLGHUDWLRQ�LQ�WKH�SDVW�DQG�ZH�PD\�UHFHLYH�DGGLWLRQDO�QRQ�FDVK
FRQVLGHUDWLRQ�LQ�WKH�IXWXUH�ZKHUH�ZH�PD\�QRW�EH�DEOH�WR�UHDOL]H�WKH�HYHQWXDO�FDVK�SURFHHGV�H[SHFWHG�RU�DW�DOO�VXFK�WKDW�WKH�DPRXQW�RI�FDVK�SURFHHGV
HYHQWXDOO\�UHDOL]HG�PD\�EH�OHVV�WKDQ�WKH�UHYHQXH�UHFRJQL]HG�DQG�WKH�FRVWV�LQFXUUHG�WR�SHUIRUP�WKRVH�VHUYLFHV��$GGLWLRQDOO\��ZH�PD\�ZLVK�WR�VHOO�RXU
HTXLW\�LQWHUHVWV�LQ�FHUWDLQ�VXEVLGLDULHV�RU�FROODERUDWLRQV�EXW�PRVW�RI�WKHVH�HTXLW\�VWDNHV�DUH�LQ�SULYDWH�FRPSDQLHV�DQG�ZH�PD\�QRW�EH�DEOH�WR�ILQG�D
EX\HU�GXH�WR�FRQWUDFWXDO�UHVWULFWLRQV�RU�RWKHUZLVH��RU�PD\�LQFXU�VLJQLILFDQW�LPSDLUPHQW�LI�ZH�VHOO�WKHVH�SRVLWLRQV�IRU�OLTXLGLW\��:H�PD\�QRW�UHFHLYH
DQ\�IXUWKHU�IXQGV�RU�IXWXUH�QRQ�FDVK�FRQVLGHUDWLRQ�XQGHU�WKRVH�DJUHHPHQWV��WKH�IXQGV�RU�QRQ�FDVK�FRQVLGHUDWLRQ�ZH�UHFHLYH�PD\�EH�ORZHU�WKDQ
SURMHFWHG�DQG�RU�GLVFORVHG�DV�SRWHQWLDO�GRZQVWUHDP�YDOXH��RU�RXU�SURJUDP�FRVWV�PD\�EH�KLJKHU�WKDQ�SURMHFWHG��,Q�DGGLWLRQ��ZH�PD\�QRW�EH�DEOH�WR
VLJQ�QHZ�FXVWRPHU�DJUHHPHQWV�RU�HQWHU�LQWR�QHZ�GHYHORSPHQW�SODQV�ZLWK�H[LVWLQJ�FXVWRPHUV�ZLWK�DGHTXDWH�IXQGV�WR�FRYHU�SURJUDP�GHYHORSPHQW
H[SHQVHV��$V�D�UHVXOW�RI�WKHVH�DQG�RWKHU�IDFWRUV��ZH�GR�QRW�NQRZ�ZKHWKHU�DGGLWLRQDO�ILQDQFLQJ�ZLOO�EH�DYDLODEOH�ZKHQ�QHHGHG��RU��LI�DYDLODEOH�
ZKHWKHU�VXFK�ILQDQFLQJ�ZRXOG�EH�RQ�WHUPV�IDYRUDEOH�WR�RXU�VWRFNKROGHUV�RU�XV�

,I�IXWXUH�ILQDQFLQJV�LQYROYH�WKH�LVVXDQFH�RI�HTXLW\�VHFXULWLHV��RXU�H[LVWLQJ�VWRFNKROGHUV�ZRXOG�VXIIHU�GLOXWLRQ��,I�ZH�UDLVH�GHEW�ILQDQFLQJ�LQ�WKH
IXWXUH��ZH�PD\�EH�VXEMHFW�WR�UHVWULFWLYH�FRYHQDQWV�WKDW�OLPLW�RXU�DELOLW\�WR�FRQGXFW�RXU�EXVLQHVV��2XU�DELOLW\�WR�UDLVH�IXQGV�PD\�EH�DGYHUVHO\
LPSDFWHG�E\�FXUUHQW�RU�IXWXUH�HFRQRPLF�FRQGLWLRQV��,I�ZH�IDLO�WR�UDLVH�VXIILFLHQW�IXQGV�DQG�FRQWLQXH�WR�LQFXU�ORVVHV��RXU�DELOLW\�WR�IXQG�RXU
RSHUDWLRQV��WDNH�DGYDQWDJH�RI�VWUDWHJLF�RSSRUWXQLWLHV��RU�RWKHUZLVH�UHVSRQG�WR�FRPSHWLWLYH�SUHVVXUHV�FRXOG�EH�VLJQLILFDQWO\�OLPLWHG��,I�DGHTXDWH
IXQGV�DUH�QRW�DYDLODEOH��ZH�PD\�QRW�EH�DEOH�WR�VXFFHVVIXOO\�H[HFXWH�RXU�EXVLQHVV�SODQ�RU�FRQWLQXH�RXU�EXVLQHVV�

:H�KDYH�H[SHULHQFHG�SHULRGV�RI�VLJQLILFDQW�RUJDQL]DWLRQDO�FKDQJH�DQG�LI�ZH�IDLO�WR�HIIHFWLYHO\�PDQDJH�WKHVH�FKDQJHV��WKHQ�RXU�EXVLQHVV��UHVXOWV
RI�RSHUDWLRQV��DQG�ILQDQFLDO�FRQGLWLRQ�FRXOG�EH�DGYHUVHO\�DIIHFWHG�

:H�KDYH�H[SHULHQFHG�ERWK�UDSLG�JURZWK�DQG�UHFHQW�SHULRGV�RI�GHFOLQH�LQ�RXU�EXVLQHVV�VLQFH�LQFHSWLRQ��ZKLFK�KDV�SODFHG�DQG�PD\�FRQWLQXH�WR�SODFH
VLJQLILFDQW�GHPDQGV�RQ�RXU�FRPSDQ\�FXOWXUH��RSHUDWLRQDO�LQIUDVWUXFWXUH��DQG�PDQDJHPHQW��:H�EHOLHYH�WKDW�RXU�FXOWXUH�KDV�EHHQ�D�FULWLFDO
FRPSRQHQW�RI�RXU�VXFFHVV��:H�KDYH�LQYHVWHG�VXEVWDQWLDO�WLPH�DQG�UHVRXUFHV�LQ�EXLOGLQJ�RXU�WHDP�DQG�QXUWXULQJ�D�FXOWXUH�RI�HPSRZHUPHQW�RI��DQG
DFWLYH�HQJDJHPHQW�E\��RXU�HPSOR\HHV��,Q�DGGLWLRQ��LQ�RUGHU�WR�PDQDJH�WKURXJK�WKHVH�SHULRGV�RI�RUJDQL]DWLRQDO�FKDQJH��ZH�ZLOO�QHHG�WR�FRQWLQXH�WR
DGDSW�RXU�RSHUDWLRQDO��ILQDQFLDO��DQG�PDQDJHPHQW�FRQWUROV�DQG�SURFHVVHV��DV�ZHOO�DV�RXU�UHSRUWLQJ�V\VWHPV�DQG�SURFHGXUHV��$V�ZH�PDQDJH�RXU
EXVLQHVV�DQG�PDWXUH�DV�D�SXEOLF�FRPSDQ\��ZH�PD\�ILQG�LW�GLIILFXOW�WR�PDLQWDLQ�RXU�FXOWXUH�DQG�DGDSW�HIIHFWLYHO\��$Q\�IDLOXUH�WR�PDQDJH�RXU
RUJDQL]DWLRQDO�FKDQJHV�LQ�D�PDQQHU�WKDW�SUHVHUYHV�WKH�NH\�DVSHFWV�RI�RXU�FXOWXUH�DQG�DOORZV�XV�WR�HIIHFWLYHO\�DGDSW��FRXOG�EH�GHWULPHQWDO�WR�IXWXUH
VXFFHVV�LQ�SXUVXLQJ�RXU�REMHFWLYHV��LQFOXGLQJ�RXU�DELOLW\�WR�UHFUXLW�DQG�UHWDLQ�SHUVRQQHO��PDLQWDLQ�UHOLDEOH�VHUYLFH�OHYHOV�DQG�RIIHULQJV�IRU�RXU
FXVWRPHUV��DQG�DFKLHYH�WKH�QHFHVVDU\�OHYHO�RI�FDSDFLW\�
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TXDOLW\�DQG�HIILFLHQF\�LQ�SHUIRUPLQJ�VHUYLFHV�DQG�RWKHU�GHYHORSPHQW�DFWLYLWLHV��RU�WKH�QHFHVVDU\�OHYHO�RI�HIILFLHQF\�LQ�RXU�RUJDQL]DWLRQDO�VWUXFWXUHV�
7KLV��LQ�WXUQ��FRXOG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV��UHVXOWV�RI�RSHUDWLRQV��DQG�ILQDQFLDO�FRQGLWLRQ�

2XU�OLPLWHG�RSHUDWLQJ�KLVWRU\�DQG�HYROYLQJ�EXVLQHVV�PDNHV�LW�GLIILFXOW�WR�HYDOXDWH�RXU�FXUUHQW�EXVLQHVV�DQG�IXWXUH�SURVSHFWV�

:H�KDYH�D�SRUWIROLR�RI�FHOO�HQJLQHHULQJ�SURJUDPV�ZKLFK�YDU\�LQ�VWDUW�GDWH��GXUDWLRQ��FRPSOH[LW\��DQG�UHYHQXH�SRWHQWLDO��$GGLWLRQDOO\��RXU
GRZQVWUHDP�HFRQRPLFV�LQ�WKH�IRUP�RI�UR\DOWLHV��PLOHVWRQHV��DQG�RU�HTXLW\�LQWHUHVWV�DGG�DQ�DGGLWLRQDO�OHYHO�RI�XQFHUWDLQW\�WR�RXU�SRVVLEOH�IXWXUH
SHUIRUPDQFH��&RQVHTXHQWO\��SUHGLFWLRQV�DERXW�RXU�IXWXUH�VXFFHVV�RU�YLDELOLW\�DUH�KLJKO\�XQFHUWDLQ�DQG�PD\�QRW�EH�DV�DFFXUDWH�DV�WKH\�FRXOG�EH�LI�ZH
KDG�D�ORQJHU�FRPSDQ\�KLVWRU\�RI�VXFFHVVIXOO\�GHYHORSLQJ��FRPPHUFLDOL]LQJ�DQG�JHQHUDWLQJ�UHYHQXH�IURP�RXU�SURJUDPV�DQG�RU�GRZQVWUHDP
HFRQRPLF�SDUWLFLSDWLRQ�

2XU�ORQJ�WHUP�REMHFWLYH�LV�WR�JHQHUDWH�IUHH�FDVK�IORZ�IURP�WKH�FRPPHUFLDOL]DWLRQ�RI�SURJUDPV�IRU�FXVWRPHUV�DFURVV�D�YDULHW\�RI�LQGXVWULHV��DV�ZHOO�DV
IURP�RXU�ELRVHFXULW\�IRFXVHG�RIIHULQJV��2XU�HVWLPDWHG�FRVWV�DQG�WLPHOLQHV�IRU�WKH�FRPSOHWLRQ�RI�SURJUDPV�DUH�EDVHG�RQ�RXU�H[SHULHQFHV�WR�GDWH�DQG
RXU�H[SHFWDWLRQV�IRU�HDFK�VWDJH�RI�WKH�SURJUDP�LQ�GHYHORSPHQW��*LYHQ�WKH�YDULHW\�RI�W\SHV�RI�SURJUDPV�ZH�VXSSRUW�DQG�WKH�FRQWLQXHG�JURZWK�RI�RXU
SODWIRUP��WKHUH�LV�YDULDELOLW\�LQ�WLPHOLQHV�DQG�FRVWV�IRU�ODXQFKLQJ�DQG�H[HFXWLQJ�SURJUDPV��DQG�FRPSOHWLRQ�GDWHV�FDQ�FKDQJH�RYHU�WKH�FRXUVH�RI�D
FXVWRPHU�HQJDJHPHQW��2XU�FRVWV�DQG�WLPHOLQHV�PD\�EH�JUHDWHU�RU�VXEMHFW�WR�YDULDELOLW\�ZKHUH�UHJXODWRU\�UHTXLUHPHQWV�OHDG�WR�ORQJHU�WLPHOLQHV��VXFK
DV�LQ�DJULFXOWXUH��IRRG��DQG�WKHUDSHXWLFV��,Q�DGGLWLRQ��ZH�KDYH�HTXLW\�LQWHUHVWV�LQ�FHUWDLQ�FRPSDQLHV�DQG�WKHUH�LV�DQG�ZLOO�FRQWLQXH�WR�EH�YDULDELOLW\�LQ
WKH�ILQDQFLDO�SHUIRUPDQFH�RI�WKHVH�RWKHU�FRPSDQLHV�RU�IXWXUH�FRPSDQLHV�LQ�ZKLFK�ZH�PD\�KDYH�HTXLW\�LQWHUHVWV�

:H�KDYH�HQFRXQWHUHG�LQ�WKH�SDVW��DQG�ZLOO�HQFRXQWHU�LQ�WKH�IXWXUH��ULVNV�DQG�XQFHUWDLQWLHV�IUHTXHQWO\�H[SHULHQFHG�E\�JURZLQJ�FRPSDQLHV�ZLWK
OLPLWHG�RSHUDWLQJ�KLVWRULHV�LQ�HPHUJLQJ�DQG�UDSLGO\�FKDQJLQJ�LQGXVWULHV��,I�RXU�DVVXPSWLRQV�UHJDUGLQJ�WKHVH�ULVNV�DQG�XQFHUWDLQWLHV��ZKLFK�ZH�XVH�WR
SODQ�DQG�RSHUDWH�RXU�EXVLQHVV��DUH�LQFRUUHFW�RU�FKDQJH��RU�LI�ZH�GR�QRW�DGGUHVV�WKHVH�ULVNV�VXFFHVVIXOO\��RXU�UHVXOWV�RI�RSHUDWLRQV�FRXOG�GLIIHU
PDWHULDOO\�IURP�RXU�H[SHFWDWLRQV��DQG�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��DQG�UHVXOWV�RI�RSHUDWLRQV�FRXOG�EH�DGYHUVHO\�DIIHFWHG�

8QFHUWDLQW\�UHJDUGLQJ�WKH�GHPDQG�IRU�ELRVHFXULW\�VHUYLFHV�FRXOG�PDWHULDOO\�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�

2XU�%LRVHFXULW\�RIIHULQJ�FRQVLVWV�RI�SDWKRJHQ�WHVWLQJ��VHTXHQFLQJ��DQG�LQVLJKWV�GHOLYHU\�ZKLFK�DUH�VXEMHFW�WR�LQKHUHQW�ULVNV�RI�FRPPHUFLDO�YLDELOLW\�
VXFK�DV�GHPDQG�IRU�VHUYLFHV�DQG�SULFH�RU�PDUNHW�VKDUH�HURVLRQ�GXH�WR�FRPSHWLWLRQ��)RU�H[DPSOH��WKH�:KLWH�+RXVH�DQG�:RUOG�+HDOWK�2UJDQL]DWLRQ
HDFK�DQQRXQFHG�WKH�HQG�RI�WKH�SXEOLF�KHDOWK�HPHUJHQF\�HIIHFWLYH�0D\������DQG�WKH�UHYHQXH�VWUHDP�RI�RXU�&29,'����VFKRRO�WHVWLQJ�VHUYLFHV�HQGHG
LQ�WKH�WKLUG�TXDUWHU�RI������

$V�D�UHVXOW��RXU�%LRVHFXULW\�EXVLQHVV�LV�QRZ�IRFXVLQJ�RQ�JOREDO�VXUYHLOODQFH�SURJUDPV�DQG�DQDO\WLF�VHUYLFHV��+RZHYHU��FUHDWLQJ�WKH�FRPPHUFLDO�DQG
WHFKQLFDO�LQIUDVWUXFWXUH�WR�SURYLGH�%LRVHFXULW\�VHUYLFHV�JOREDOO\�LV�H[SHQVLYH��:H�PD\�DOVR�EH�OLPLWHG�LQ�RXU�DELOLW\�WR�VFDOH�XS�EDVHG�RQ�H[SHQVH�RU
XQDYDLODELOLW\�RI�WKH�UHTXLUHG�PDWHULDOV��HTXLSPHQW��SHUVRQQHO�DQG�LQIUDVWUXFWXUH�QHFHVVDU\�WR�GHOLYHU�ELRVHFXULW\�RQ�D�ODUJH��LQWHUQDWLRQDO�VFDOH��:H
PD\�QRW�EH�DEOH�WR�UHFRYHU�RXU�LQYHVWPHQW�H[SHQVHV�ZLWK�VXIILFLHQW�UHYHQXH�JHQHUDWHG�E\�RXU�%LRVHFXULW\�HIIRUWV�

2XU�DELOLW\�WR�FRPPHUFLDOL]H�RXU�%LRVHFXULW\�RIIHULQJV�LV�DOVR�VXEMHFW�WR�DYDLODEOH�JRYHUQPHQW��SULYDWH��DQG�PXOWLODWHUDO�IXQGLQJ��,I�JRYHUQPHQWV
GHFLGH�WKDW�WKH�%LRVHFXULW\�RIIHULQJV�DUH�QRW�QHFHVVDU\�RU�WKDW�WKH\�GR�QRW�KDYH�WKH�IXQGV�WR�VXSSRUW�WKHP��ZH�PD\�H[SHULHQFH�GLIILFXOW\�LQ
H[SDQGLQJ�DQG�JURZLQJ�WKH�ELRVHFXULW\�EXVLQHVV�

:H�DUH�RU�FRXOG�EHFRPH�LQYROYHG�LQ�VHFXULWLHV�RU�VKDUHKROGHU�OLWLJDWLRQ�DQG�RWKHU�UHODWHG�PDWWHUV��ZKLFK�FRXOG�EH�H[SHQVLYH�DQG�WLPH�
FRQVXPLQJ��6XFK�OLWLJDWLRQ�DQG�UHODWHG�PDWWHUV�FRXOG�KDUP�RXU�EXVLQHVV��

:H�KDYH�EHHQ�DQG�PD\�LQ�WKH�IXWXUH�EH�D�WDUJHW�IRU�VHFXULWLHV�DQG�VKDUHKROGHU�ODZVXLWV��7KH�RXWFRPH�RI�VXFK�SHQGLQJ�DQG�SRWHQWLDO�OLWLJDWLRQ�LV
XQFHUWDLQ��6XFK�GLVSXWHV��LQFOXGLQJ�DQ\�UHODWHG�JRYHUQPHQWDO�RU�UHJXODWRU\�LQYHVWLJDWLRQV�DQG�WKH�FRVW�RI�GHIHQGLQJ�VXFK��FRXOG�UHVXOW�LQ�DQ
DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��UHVXOWV�RI�RSHUDWLRQV��ILQDQFLDO�FRQGLWLRQ��UHSXWDWLRQ�DQG�FDVK�IORZV��DQG�FRXOG�DGYHUVHO\�LPSDFW�WKH�PDUNHW�SULFH�RI
RXU�FRPPRQ�VWRFN��$OWKRXJK�WKH�UHVXOWV�RI�ODZVXLWV�DQG�FODLPV�FDQQRW�EH�SUHGLFWHG�ZLWK�FHUWDLQW\��GHIHQGLQJ�DJDLQVW�VXFK�FODLPV�FRXOG�EH�FRVWO\
DQG�FRXOG�LPSRVH�D�VLJQLILFDQW�EXUGHQ�RQ�PDQDJHPHQW�DQG�HPSOR\HHV��$Q\�OLWLJDWLRQ�WR�ZKLFK�ZH�EHFRPH�D�SDUW\�PD\�UHVXOW�LQ�DQ�RQHURXV�RU
XQIDYRUDEOH�MXGJPHQW��RU�PD\�EH�UHVROYHG�ZLWK�D�PRQHWDU\�SD\PHQW�
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,I�ZH�FDQQRW�PDLQWDLQ�DQG�H[SDQG�FXUUHQW�FXVWRPHU�SDUWQHUVKLSV�DQG�HQWHU�LQWR�QHZ�FXVWRPHU�SDUWQHUVKLSV��RXU�FHOO�HQJLQHHULQJ�EXVLQHVV
FRXOG�EH�DGYHUVHO\�DIIHFWHG�

:H�GR�QRW�JHQHUDWH�VXEVWDQWLDO�UHYHQXH�IURP�RXU�RZQ�SURGXFWV��DQG�LQVWHDG�JHQHUDWH�UHYHQXH�IURP�VHOOLQJ�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV
DQG�WRROV�VHUYLFH�RIIHULQJV��:H�UHFHLYH�IHHV�IRU�VXFK�VROXWLRQV�DQG�WRROV��DQG�IRU�RXU�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV��ZH�DOVR�KDYH
KLVWRULFDOO\�UHFHLYHG�GRZQVWUHDP�YDOXH�LQ�WKH�IRUP�RI�UR\DOWLHV��PLOHVWRQH�SD\PHQWV��DQG�RU�HTXLW\��$V�D�UHVXOW��RXU�VXFFHVV�GHSHQGV�RQ�RXU�DELOLW\
WR�H[SDQG�WKH�QXPEHU��VL]H�DQG�VFRSH�RI�RXU�FXVWRPHU�SURJUDPV��2XU�DELOLW\�WR�ZLQ�QHZ�EXVLQHVV�GHSHQGV�RQ�PDQ\�IDFWRUV��LQFOXGLQJ�RXU
UHSXWDWLRQ�LQ�WKH�PDUNHW��WKH�TXDOLW\�RI�RXU�VHUYLFH�RIIHULQJV�UHODWLYH�WR�DOWHUQDWLYHV��WKH�SULFLQJ�DQG�HIILFLHQF\�RI�RXU�VHUYLFHV�UHODWLYH�WR�DOWHUQDWLYHV�
RXU�WHFKQLFDO�DQG�RSHUDWLRQDO�FDSDELOLWLHV��RXU�VDOHV�WHDP�HIIHFWLYHQHVV��DQG�WKH�FXVWRPHU¶V�DELOLW\�WR�IXQG�QHZ�ZRUN��,I�ZH�IDLO�WR�PDLQWDLQ�D�SRVLWLRQ
RI�VWUHQJWK�LQ�DQ\�RI�WKHVH�IDFWRUV��RXU�DELOLW\�WR�GHOLYHU�RQ�FXVWRPHU�SURJUDPV��VLJQ�QHZ�FXVWRPHU�SURJUDPV��DQG�RU�ODXQFK�QHZ�SURJUDPV�ZLWK
H[LVWLQJ�FXVWRPHUV�PD\�VXIIHU�DQG�WKLV�FRXOG�DGYHUVHO\�DIIHFW�RXU�SURVSHFWV��$GGLWLRQDOO\��LQ�WKH�SURFHVV�RI�GHOLYHULQJ�SURJUDPV��ZH�JHQHUDWH
)RXQGU\�NQRZ�KRZ�DQG�DFFXPXODWH�PHDQLQJIXO�ELRORJLFDO�DQG�GDWD�DVVHWV��LQFOXGLQJ�RSWLPL]HG�SURWHLQV�DQG�RUJDQLVPV��FKDUDFWHUL]HG�JHQHWLF�SDUWV�
HQKDQFHG�XQGHUVWDQGLQJ�RI�PHWDEROLF�SDWKZD\V��ELRORJLFDO��FKHPLFDO��DQG�JHQHWLF�OLEUDULHV��DQG�RWKHU�HOHPHQWV�RI�ELRORJLFDO�GDWD��'DWD�DQG�NQRZ�
KRZ�JHQHUDWHG�IURP�RXU�SURJUDPV�SURYLGH�WKH�EDVLV�IRU�H[SDQGHG�FDSDELOLWLHV�WKDW�ZH�EHOLHYH�IXUWKHU�VXSSRUWV�RXU�FXVWRPHU�UHODWLRQVKLSV��$V�D
UHVXOW��LQ�DGGLWLRQ�WR�UHGXFLQJ�RXU�UHYHQXH�RU�GHOD\LQJ�WKH�GHOLYHU\�RI�RXU�SURJUDPV��WKH�ORVV�RI�RQH�RU�PRUH�RI�RXU�FXVWRPHU�UHODWLRQVKLSV�RU�WKH
IDLOXUH�WR�DGG�QHZ�FXVWRPHUV�RU�SURJUDPV�PD\�KLQGHU�RXU�DFFXPXODWLRQ�RI�VXFK�LQIRUPDWLRQ��WKXV�KLQGHULQJ�RXU�HIIRUWV�WR�DGYDQFH�RXU
WHFKQRORJLFDO�GLIIHUHQWLDWLRQ�DQG�LPSURYH�RXU�SODWIRUP�

:H�HQJDJH�LQ�FRQYHUVDWLRQV�ZLWK�FRPSDQLHV�UHJDUGLQJ�SRWHQWLDO�FXVWRPHU�UHODWLRQVKLSV�RQ�DQ�RQJRLQJ�EDVLV��:H�PD\�VSHQG�FRQVLGHUDEOH�WLPH�DQG
PRQH\�HQJDJLQJ�LQ�WKHVH�FRQYHUVDWLRQV�DQG�IHDVLELOLW\�DVVHVVPHQWV��LQFOXGLQJ�XQGHUVWDQGLQJ�WKH�WHFKQLFDO�DSSURDFK��FXVWRPHU�FRQFHUQV�DQG
OLPLWDWLRQV��DQG�OHJDO�RU�UHJXODWRU\�ODQGVFDSH�RI�D�SRWHQWLDO�SURJUDP�RU�RIIHULQJ��ZKLFK�PD\�QRW�UHVXOW�LQ�D�FRPPHUFLDO�DJUHHPHQW��(YHQ�LI�DQ
DJUHHPHQW�LV�UHDFKHG��WKH�UHVXOWLQJ�UHODWLRQVKLS�LV�QRW�DOZD\V�VXFFHVVIXO��ZKLFK�PD\�EH�IRU�PDQ\�UHDVRQV��LQFOXGLQJ�RXU�LQDELOLW\�WR�FRPSOHWH�D
SURJUDP�WR�RXU�FXVWRPHUV¶�VSHFLILFDWLRQV�RU�ZLWKLQ�RXU�FXVWRPHUV¶�WLPH�IUDPHV��RU��LQ�WKH�FDVH�RI�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV��XQVXFFHVVIXO
GHYHORSPHQW�RU�FRPPHUFLDOL]DWLRQ�RI�SURGXFWV�RU�SURFHVVHV�E\�RXU�FXVWRPHUV��,Q�VXFK�FLUFXPVWDQFHV��RXU�UHYHQXHV�DQG�GRZQVWUHDP�YDOXH
SRWHQWLDO�IURP�VXFK�D�FROODERUDWLRQ�KDV�EHHQ�DQG�PLJKW�LQ�WKH�IXWXUH�EH�PHDQLQJIXOO\�UHGXFHG�

:H�KDYH�H[SRVXUH�WR�WKH�YRODWLOLW\�DQG�OLTXLGLW\�ULVNV�LQKHUHQW�LQ�KROGLQJ�HTXLW\�LQWHUHVWV�LQ�RWKHU�RSHUDWLQJ�FRPSDQLHV�DQG�RWKHU�QRQ�FDVK
FRQVLGHUDWLRQ�

:H�FXUUHQWO\�RZQ�HTXLW\�LQWHUHVWV�LQ�VHYHUDO�RI�RXU�FXVWRPHUV��DQG�ZH�PD\�UHFHLYH�QRQ�FDVK�FRQVLGHUDWLRQ�IRU�RXU�VHUYLFHV��ZKLFK�LQYROYHV
HVWLPDWLRQV�RI�IDLU�PDUNHW�YDOXH��7KH�LQLWLDO�IDLU�PDUNHW�YDOXH�RI�WKH�QRQ�FDVK�FRQVLGHUDWLRQ�ZH�UHFHLYH�KDV�GHFUHDVHG�LQ�WKH�SDVW�ZLWK�UHVSHFW�WR
FHUWDLQ�RI�RXU�KROGLQJV��DQG�LQ�WKH�IXWXUH�PD\�GHFUHDVH�DIWHU�FRQWUDFW�LQFHSWLRQ�DQG�WKH�DPRXQW�RI�FDVK�SURFHHGV�HYHQWXDOO\�UHDOL]HG�PD\�EH�OHVV
WKDQ�WKH�UHYHQXH�UHFRJQL]HG��RU�PD\�HYHQ�EH�]HUR��,Q�WKH�IXWXUH��ZH�PD\�DOVR�RZQ�HTXLW\�LQWHUHVWV�LQ�RWKHU�FRPSDQLHV��7KH�SURFHVV�DQG�WLPLQJ�E\
ZKLFK�ZH�UHFHLYH�HTXLW\�LQWHUHVWV�DQG�WKH�IDFWRUV�ZH�FRQVLGHU�LQ�GHFLGLQJ�ZKHWKHU�WR�DFFHSW��KROG�RU�GLVSRVH�RI�WKHVH�HTXLW\�SRVLWLRQV�PD\�GLIIHU
VLJQLILFDQWO\�IURP�WKRVH�WKDW�DQ�LQGHSHQGHQW�LQYHVWRU�ZRXOG�HYDOXDWH�ZKHQ�FRQVLGHULQJ�HTXLW\�LQWHUHVWV�LQ�D�FRPSDQ\��2ZQLQJ�HTXLW\�LQWHUHVWV
LQFUHDVHV�RXU�H[SRVXUH�WR�WKH�ULVNV�RI�WKH�RWKHU�FRPSDQ\�DQG��LQ�WKH�FDVH�RI�FXVWRPHUV��EH\RQG�WKH�SURGXFWV�RI�RXU�FROODERUDWLRQV��2XU�HTXLW\
RZQHUVKLS�SRVLWLRQV�H[SRVH�XV�WR�PDUNHW�YRODWLOLW\�DQG�WKH�SRWHQWLDO�IRU�QHJDWLYH�UHWXUQV��:H�PD\�KDYH�UHVWULFWLRQV�RQ�UHVDOH�RU�OLPLWHG�PDUNHWV�WR
VHOO�RXU�HTXLW\�RZQHUVKLS��,Q�PDQ\�FDVHV��RXU�HTXLW\�SRVLWLRQ�LV�D�PLQRULW\�SRVLWLRQ�ZKLFK�H[SRVHV�XV�WR�IXUWKHU�ULVN��DV�ZH�DUH�QRW�DEOH�WR�H[HUW
FRQWURO�RYHU�WKH�FRPSDQLHV�LQ�ZKLFK�ZH�KROG�VHFXULWLHV�

,Q�FRQQHFWLRQ�ZLWK�IXWXUH�FROODERUDWLRQV�RU�MRLQW�YHQWXUHV��ZH�PD\��IURP�WLPH�WR�WLPH��UHFHLYH�ZDUUDQWV�RU�RSWLRQV��DOO�RI�ZKLFK�LQYROYH�DGGLWLRQDO
ULVNV�LQYROYLQJ��IRU�H[DPSOH��SULFLQJ�GLIIHUHQFHV�EHWZHHQ�WKH�PDUNHW�YDOXH�RI�XQGHUO\LQJ�VHFXULWLHV�DQG�RXU�H[HUFLVH�SULFH�IRU�WKH�ZDUUDQWV�RU�RSWLRQV�
D�SRVVLEOH�ODFN�RI�OLTXLGLW\��DQG�WKH�UHODWHG�LQDELOLW\�WR�FORVH�D�ZDUUDQW�RU�RSWLRQ�SRVLWLRQ��DOO�RI�ZKLFK�FRXOG�XOWLPDWHO\�KDYH�DQ�DGYHUVH�HIIHFW�RQ�RXU
ILQDQFLDO�SRVLWLRQ�

:H�OHYHUDJH�RXU�RZQ�UHVRXUFHV�DQG�SDUWQHU�ZLWK�VWUDWHJLF�DQG�ILQDQFLDO�LQYHVWRUV�LQ�RUGHU�WR�KHOS�HDUO\�VWDJH�FRPSDQLHV�DQG�LQQRYDWRUV�VHFXUH
IXQGLQJ�DQG�EHQHILW�IURP�RXU�SODWIRUP��ZKLFK�H[SRVHV�XV�WR�D�QXPEHU�RI�ULVNV�

6LQFH�RXU�IRXQGLQJ��ZH�KDYH�KHOSHG�WR�ODXQFK�QHZ�FRPSDQLHV�E\�EULQJLQJ�WRJHWKHU�VWUDWHJLF�DQG�ILQDQFLDO�LQYHVWRUV�WR�VHFXUH�IXQGLQJ�IRU�HDUO\
VWDJH�DQG�VPDOO�FRPSDQLHV��*RLQJ�IRUZDUG��ZH�PD\�FRQWLQXH�WR�OHYHUDJH�RXU�RZQ�EDODQFH�VKHHW�DQG�SDUWQHU�ZLWK�LQYHVWRUV�WR�HQDEOH�FRPSDQLHV�DW
DOO�VWDJHV�WR�EHQHILW�IURP�RXU�SODWIRUP�

3DUWQHULQJ�ZLWK�DQG�LQYHVWLQJ�LQ�HDUO\�VWDJH�DQG�VPDOO�FRPSDQLHV�PD\�H[SRVH�XV�WR�D�QXPEHU�RI�ULVNV��LQFOXGLQJ�WKDW�HDUO\�VWDJH�DQG�VPDOO
FRPSDQLHV�PD\�KDYH�

��
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Ɣ VKRUWHU�RSHUDWLQJ�KLVWRULHV��QDUURZHU�SURGXFW�OLQHV�DQG�VPDOOHU�PDUNHW�VKDUHV�WKDQ�ODUJHU�EXVLQHVVHV��ZKLFK�WHQG�WR�UHQGHU�VPDOO�FRPSDQLHV
PRUH�YXOQHUDEOH�WR�FRPSHWLWRUV¶�DFWLRQV�DQG�PDUNHW�FRQGLWLRQV��DV�ZHOO�DV�JHQHUDO�HFRQRPLF�GRZQWXUQV�

Ɣ PRUH�OLPLWHG�DFFHVV�WR�FDSLWDO�DQG�KLJKHU�IXQGLQJ�FRVWV��PD\�EH�LQ�D�ZHDNHU�ILQDQFLDO�SRVLWLRQ�DQG�PD\�QHHG�PRUH�FDSLWDO�WKDQ�RULJLQDOO\
DQWLFLSDWHG�WR�H[SDQG��FRPSHWH�DQG�RSHUDWH�WKHLU�EXVLQHVV�

Ɣ WKH�LQDELOLW\�WR�REWDLQ�ILQDQFLQJ�IURP�WKH�SXEOLF�FDSLWDO�PDUNHWV�RU�RWKHU�WUDGLWLRQDO�VRXUFHV��VXFK�DV�FRPPHUFLDO�EDQNV��LQ�SDUW�EHFDXVH
ORDQV�PDGH�WR�WKHVH�W\SHV�RI�FRPSDQLHV�HQWDLO�KLJKHU�ULVNV�WKDQ�ORDQV�PDGH�WR�FRPSDQLHV�WKDW�KDYH�ODUJHU�EXVLQHVVHV��JUHDWHU�ILQDQFLDO
UHVRXUFHV�RU�DUH�RWKHUZLVH�DEOH�WR�DFFHVV�WUDGLWLRQDO�FUHGLW�VRXUFHV�RQ�PRUH�DWWUDFWLYH�WHUPV�

Ɣ D�KLJKHU�OLNHOLKRRG�RI�KROGLQJ�FDVK�GHSRVLWV�RU�PDLQWDLQLQJ�OLQHV�RI�FUHGLW�ZLWK�EDQNV�IRFXVHG�RQ�SURYLGLQJ�EDQNLQJ�VHUYLFHV�WR�HDUO\�VWDJH
RU�YHQWXUH�EDFNHG�FRPSDQLHV��VXFK�DV�6LOLFRQ�9DOOH\�%DQN��³69%´���ZKLFK�IDLOHG�LQ�0DUFK������

Ɣ D�KLJKHU�OLNHOLKRRG�RI�GHSHQGLQJ�RQ�WKH�PDQDJHPHQW�WDOHQWV�DQG�HIIRUWV�RI�D�VPDOO�JURXS�RI�SHUVRQV��WKHUHIRUH��WKH�GHDWK��GLVDELOLW\�
UHVLJQDWLRQ�RU�WHUPLQDWLRQ�RI�RQH�RU�PRUH�RI�WKHVH�SHUVRQV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�LPSDFW�RQ�VXFK�FRPSDQ\�DQG��LQ�WXUQ��RQ�XV�

Ɣ OHVV�SUHGLFWDEOH�RSHUDWLQJ�UHVXOWV��PD\�EH�HQJDJHG�LQ�UDSLGO\�FKDQJLQJ�EXVLQHVVHV�ZLWK�SURGXFWV�VXEMHFW�WR�D�VXEVWDQWLDO�ULVN�RI
REVROHVFHQFH��DQG�PD\�UHTXLUH�VXEVWDQWLDO�DGGLWLRQDO�FDSLWDO�WR�VXSSRUW�WKHLU�RSHUDWLRQV��ILQDQFH�H[SDQVLRQ�RU�PDLQWDLQ�WKHLU�FRPSHWLWLYH
SRVLWLRQ�

Ɣ SDUWLFXODU�YXOQHUDELOLWLHV�WR�FKDQJHV�LQ�FXVWRPHU�SUHIHUHQFHV�DQG�PDUNHW�FRQGLWLRQV��GHSHQG�RQ�D�OLPLWHG�QXPEHU�RI�FXVWRPHUV��DQG�IDFH
LQWHQVH�FRPSHWLWLRQ��LQFOXGLQJ�IURP�FRPSDQLHV�ZLWK�JUHDWHU�ILQDQFLDO��WHFKQLFDO��PDQDJHULDO�DQG�PDUNHWLQJ�UHVRXUFHV��DQG

Ɣ IHZHU�DGPLQLVWUDWLYH�UHVRXUFHV��ZKLFK�FDQ�OHDG�WR�JUHDWHU�XQFHUWDLQW\�LQ�WKHLU�DELOLW\�WR�JHQHUDWH�DFFXUDWH�DQG�UHOLDEOH�ILQDQFLDO�GDWD�
LQFOXGLQJ�WKHLU�DELOLW\�WR�GHOLYHU�DXGLWHG�ILQDQFLDO�VWDWHPHQWV�

$Q\�RI�WKHVH�IDFWRUV�RU�FKDQJHV�WKHUHWR�FRXOG�LPSDLU�DQ�HDUO\�VWDJH�RU�VPDOO�FRPSDQ\¶V�ILQDQFLDO�FRQGLWLRQ��UHVXOWV�RI�RSHUDWLRQ��FDVK�IORZ�RU�UHVXOW
LQ�RWKHU�DGYHUVH�HYHQWV��VXFK�DV�EDQNUXSWF\��7KLV��LQ�WXUQ��FRXOG�UHVXOW�LQ�ORVVHV�LQ�RXU�LQYHVWPHQWV�DQG�D�FKDQJH�LQ�RXU�LQFRPH��ORVV��RQ
LQYHVWPHQWV�

:H�PD\�EH�XQDEOH�WR�FRPSOHWH�IXWXUH�VWUDWHJLF�DFTXLVLWLRQV�RU�VXFFHVVIXOO\�LQWHJUDWH�VWUDWHJLF�DFTXLVLWLRQV�ZKLFK�FRXOG�DGYHUVHO\�DIIHFW�RXU
EXVLQHVV�DQG�ILQDQFLDO�FRQGLWLRQ�

2XU�LQDELOLW\�WR�FRPSOHWH�DQ\�IXWXUH�VWUDWHJLF�DFTXLVLWLRQV�RU�WR�VXFFHVVIXOO\�LQWHJUDWH�DQ\�QHZ�VWUDWHJLF�DFTXLVLWLRQV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH
HIIHFW�RQ�RXU�EXVLQHVV��2XU�EXVLQHVV�VWUDWHJ\�LQFOXGHV�WKH�DFTXLVLWLRQ�RI�WHFKQRORJLHV�DQG�EXVLQHVVHV�WKDW�FRPSOHPHQW�RU�DXJPHQW�RXU�H[LVWLQJ
SURGXFWV�DQG�VHUYLFHV��:H�PD\�FRQWLQXH�WR�VHHN�DWWUDFWLYH�RSSRUWXQLWLHV�WR�DFTXLUH�WHFKQRORJLHV�RU�EXVLQHVVHV��HQWHU�LQWR�MRLQW�YHQWXUHV�DQG�PDNH
RWKHU�LQYHVWPHQWV�WKDW�DUH�FRPSOHPHQWDU\�WR�RXU�H[LVWLQJ�VWUHQJWKV��7KHUH�DUH�QR�DVVXUDQFHV��KRZHYHU��WKDW�DQ\�VWUDWHJLF�DFTXLVLWLRQ�RSSRUWXQLWLHV
ZLOO�DULVH�RU��LI�WKH\�GR��WKDW�WKH\�ZLOO�EH�FRQVXPPDWHG��&HUWDLQ�DFTXLVLWLRQV�PD\�EH�GLIILFXOW�WR�FRPSOHWH�IRU�D�QXPEHU�RI�UHDVRQV��LQFOXGLQJ�WKH�QHHG
WR�VDWLVI\�FXVWRPDU\�FORVLQJ�FRQGLWLRQV��WKH�QHHG�IRU�DQWLWUXVW�DQG�RU�RWKHU�UHJXODWRU\�DSSURYDOV��DV�ZHOO�DV�GLVSXWHV�RU�OLWLJDWLRQ��,Q�DGGLWLRQ��DQ\
VWUDWHJLF�DFTXLVLWLRQ�ZH�PD\�FRPSOHWH�PD\�EH�PDGH�DW�D�VXEVWDQWLDO�SUHPLXP�RYHU�WKH�IDLU�YDOXH�RI�WKH�QHW�LGHQWLILDEOH�DVVHWV�LQ�WKH�DFTXLVLWLRQ�DQG
WKXV�RXU�UHDOL]DWLRQ�RI�WKLV�YDOXH�UHOLHV�RQ�VXFFHVVIXO�LQWHJUDWLRQ�DQG�FRQWLQXHG�RSHUDWLRQV��:H�PD\�QRW�EH�DEOH�WR�VXFFHVVIXOO\�LQWHJUDWH�DFTXLUHG
WHFKQRORJLHV��DVVHWV��SURGXFWV��RSHUDWLRQV�RU�EXVLQHVVHV���PDNH�DFTXLUHG�EXVLQHVVHV�SURILWDEOH��UHWDLQ�NH\�HPSOR\HHV��RU�LQWHJUDWH�HPSOR\HHV��RU
UHDOL]H�DQWLFLSDWHG�UHYHQXHV��FRVW�VDYLQJV��RU�V\QHUJLHV��LI�DQ\��IURP�WKHVH�DFTXLVLWLRQV��RU�GR�VR�LQ�DQ�HIIHFWLYH��WLPHO\�DQG�QRQ�GLVUXSWLYH�PDQQHU�
ZKLFK�FRXOG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�DQG�ILQDQFLDO�FRQGLWLRQ��)XUWKHU��RXU�RQJRLQJ�EXVLQHVV�PD\�EH�GLVUXSWHG��DQG�RXU�PDQDJHPHQW
V
DWWHQWLRQ�PD\�EH�GLYHUWHG��E\�DFTXLVLWLRQV��LQYHVWPHQWV��WUDQVLWLRQ�DQG�RU�LQWHJUDWLRQ�DFWLYLWLHV�

:H�KDYH�LQ�WKH�SDVW��DQG�LQ�WKH�IXWXUH�PD\�FRQWLQXH�WR�SXUVXH�VWUDWHJLF�DFTXLVLWLRQV�DQG�LQYHVWPHQWV�WKDW�DUH�GLOXWLYH�WR�RXU�VWRFNKROGHUV��DQG
VXFK�VWUDWHJLF�DFTXLVLWLRQV�RU�LQYHVWPHQWV�FRXOG�KDYH�DQ�DGYHUVH�LPSDFW�RQ�RXU�EXVLQHVV�LI�WKH\�DUH�XQVXFFHVVIXO�

:H�KDYH�PDGH�DFTXLVLWLRQV�LQ�WKH�SDVW�DQG��DV�DSSURSULDWH�RSSRUWXQLWLHV�EHFRPH�DYDLODEOH��ZH�PD\�DFTXLUH�DGGLWLRQDO�EXVLQHVVHV��DVVHWV�
WHFKQRORJLHV��RU�SURGXFWV�WR�HQKDQFH�RXU�EXVLQHVV�RU�HQJDJH�LQ�RWKHU�VWUDWHJLF�WUDQVDFWLRQV�LQ�WKH�IXWXUH��EXW�RXU�DELOLW\�WR�GR�VR�VXFFHVVIXOO\
FDQQRW�EH�HQVXUHG��:H�KDYH�DOVR�PDGH�LQYHVWPHQWV�LQ�FRPSDQLHV�WKDW�ZH�YLHZ�DV

��
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V\QHUJLVWLF�ZLWK�RXU�EXVLQHVV��$OWKRXJK�ZH�FRQGXFW�GXH�GLOLJHQFH�RQ�WKHVH�DFTXLVLWLRQV�DQG�LQYHVWPHQWV��VXFK�SURFHVVHV�PD\�XQGHUHVWLPDWH�RU
IDLO�WR�UHYHDO�VLJQLILFDQW�OLDELOLWLHV�DQG�ZH�FRXOG�LQFXU�ORVVHV�UHVXOWLQJ�IURP�OLDELOLWLHV�RI�WKH�DFTXLUHG�EXVLQHVV�WKDW�DUH�QRW�FRYHUHG�E\
LQGHPQLILFDWLRQ�ZH�PD\�REWDLQ�IURP�WKH�VHOOHU��(YHQ�LI�ZH�LGHQWLI\�VXLWDEOH�RSSRUWXQLWLHV��LQFOXGLQJ�SHQGLQJ�WUDQVDFWLRQV��ZH�PD\�QRW�EH�DEOH�WR
FRPSOHWH�VXFK�DFTXLVLWLRQV�RQ�IDYRUDEOH�WHUPV�RU�DW�DOO��ZKLFK�FRXOG�GDPDJH�RXU�EXVLQHVV�

$GGLWLRQDOO\��SXUVXLQJ�DFTXLVLWLRQV�RU�RWKHU�VWUDWHJLF�WUDQVDFWLRQV��ZKHWKHU�VXFFHVVIXO�RU�XQVXFFHVVIXO��FRXOG�UHVXOW�LQ�FLYLO�OLWLJDWLRQ�DQG
UHJXODWRU\�SHQDOWLHV��$Q\�DFTXLVLWLRQV�ZH�PDNH�PD\�QRW�VWUHQJWKHQ�RXU�FRPSHWLWLYH�SRVLWLRQ��DQG�WKHVH�WUDQVDFWLRQV�PD\�EH�YLHZHG�QHJDWLYHO\�E\
FXVWRPHUV�RU�LQYHVWRUV��:H�PD\�GHFLGH�WR�LQFXU�GHEW�RU�VSHQG�FDVK�LQ�FRQQHFWLRQ�ZLWK�D�VWUDWHJLF�DFTXLVLWLRQ��ZKLFK�PD\�FDXVH�XV�WR�IDFH�OLTXLGLW\
FRQFHUQV�RU�EH�VXEMHFW�WR�UHVWULFWLYH�FRYHQDQWV�LQ�WKH�IXWXUH��:H�KDYH�LVVXHG��DQG�LQ�WKH�IXWXUH�PD\�LVVXH��FRPPRQ�VWRFN�RU�RWKHU�HTXLW\�VHFXULWLHV
WR�WKH�VWRFNKROGHUV�RI�WKH�DFTXLUHG�FRPSDQ\��ZKLFK��LI�VXFK�LVVXDQFHV�ZHUH�XQUHJLVWHUHG��ZH�PD\�EH�FRQWUDFWXDOO\�UHTXLUHG�WR�UHJLVWHU�RQ�)RUP�6��
DQG�PD\�EH�VXEMHFW�WR�SLJJ\EDFN�UHJLVWUDWLRQ�ULJKWV��6XFK�LVVXDQFHV�FRXOG�FRQVWLWXWH�D�PDWHULDO�SRUWLRQ�RI�RXU�WKHQ�RXWVWDQGLQJ�VKDUHV�RI�FRPPRQ
VWRFN�DQG�PD\�UHGXFH�WKH�SHUFHQWDJH�RZQHUVKLS�RI�RXU�H[LVWLQJ�VWRFNKROGHUV�

$FTXLVLWLRQV�RU�RWKHU�VWUDWHJLF�WUDQVDFWLRQV�PD\�DOVR�LQFUHDVH�RXU�H[SHQVHV�DQG�UHGXFH�RXU�FDVK�DYDLODEOH�IRU�RSHUDWLRQV�DQG�RWKHU�XVHV��,Q
DGGLWLRQ��ZH�PD\�QRW�EH�DEOH�WR�IXOO\�UHFRYHU�WKH�FRVWV�RI�VXFK�DFTXLVLWLRQV�RU�EH�VXFFHVVIXO�LQ�OHYHUDJLQJ�DQ\�VXFK�VWUDWHJLF�WUDQVDFWLRQV�LQWR
LQFUHDVHG�EXVLQHVV��UHYHQXH��RU�SURILWDELOLW\��:H�DOVR�FDQQRW�SUHGLFW�WKH�QXPEHU��WLPLQJ��RU�VL]H�RI�DQ\�IXWXUH�DFTXLVLWLRQV�RU�WKH�HIIHFW�WKDW�DQ\
VXFK�WUDQVDFWLRQV�PLJKW�KDYH�RQ�RXU�RSHUDWLQJ�UHVXOWV�

$FFRUGLQJO\��DOWKRXJK�WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�ZH�ZLOO�XQGHUWDNH�RU�VXFFHVVIXOO\�FRPSOHWH�DQ\�IXWXUH�DFTXLVLWLRQV��DQ\�WUDQVDFWLRQ�WKDW�ZH
KDYH�FRPSOHWHG��RU�LQ�WKH�IXWXUH�GR�FRPSOHWH��PD\�QRW�\LHOG�WKH�DQWLFLSDWHG�EHQHILWV�DQG�PD\�EH�VXEMHFW�WR�WKH�IRUHJRLQJ�RU�RWKHU�ULVNV�DQG�KDYH�D
PDWHULDO�DQG�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��UHVXOWV�RI�RSHUDWLRQV��DQG�SURVSHFWV��&RQYHUVHO\��DQ\�IDLOXUH�WR�SXUVXH�RU�GHOD\�LQ
FRPSOHWLQJ�DQ\�DFTXLVLWLRQ�RU�RWKHU�VWUDWHJLF�WUDQVDFWLRQ�WKDW�ZRXOG�EH�EHQHILFLDO�WR�XV��LQFOXGLQJ�WKRVH�FDXVHG�E\�FRPSHWLQJ�SDUWLHV��FRXOG�LPSDFW
RXU�DELOLW\�WR�VLJQ�QHZ�SURJUDPV��GHOD\�WKH�GHYHORSPHQW�RI�RXU�SODWIRUP��RU�VORZ�WKH�DGYDQFHPHQW�RI�RXU�SURJUDPV�DQG��WKXV��SRWHQWLDO
FRPPHUFLDOL]DWLRQ�RI�RXU�FXVWRPHU¶V�SURGXFWV�

2XU�SURJUDPV�PD\�QRW�DFKLHYH�PLOHVWRQHV��HDUQ�UR\DOWLHV�RU�FRPSOHWH�RWKHU�DQWLFLSDWHG�NH\�HYHQWV�RQ�WKH�H[SHFWHG�WLPHOLQHV�RU�DW�DOO��ZKLFK
FRXOG�KDYH�DQ�DGYHUVH�LPSDFW�RQ�RXU�EXVLQHVV�DQG�FRXOG�FDXVH�WKH�SULFH�RI�RXU�FRPPRQ�VWRFN�WR�GHFOLQH�

:H�PD\�DGRSW�YDULRXV�WHFKQLFDO��PDQXIDFWXULQJ��UHJXODWRU\��FRPPHUFLDO��DQG�RWKHU�REMHFWLYHV�IRU�RXU�SURJUDPV��7KHVH�PLOHVWRQHV�PD\�LQFOXGH�RXU
RU�RXU�FXVWRPHUV¶�H[SHFWDWLRQV�UHJDUGLQJ�WKH�FRPPHQFHPHQW�RU�FRPSOHWLRQ�RI�WHFKQLFDO�GHYHORSPHQW��WKH�DFKLHYHPHQW�RI�PDQXIDFWXULQJ�WDUJHWV�
WKH�VXEPLVVLRQ�RI�UHJXODWRU\�ILOLQJV��RU�WKH�UHDOL]DWLRQ�RI�RWKHU�GHYHORSPHQW��UHJXODWRU\��RU�FRPPHUFLDOL]DWLRQ�REMHFWLYHV�E\�XV�RU�RXU�FXVWRPHUV�
7KH�DFKLHYHPHQW�RI�PDQ\�RI�WKHVH�PLOHVWRQHV�PD\�EH�RXWVLGH�RI�RXU�FRQWURO��$OO�RI�WKHVH�PLOHVWRQHV�DUH�EDVHG�RQ�D�YDULHW\�RI�DVVXPSWLRQV�
LQFOXGLQJ�DVVXPSWLRQV�UHJDUGLQJ�FDSLWDO�UHVRXUFHV��FRQVWUDLQWV��DQG�SULRULWLHV��SURJUHVV�RI�DQG�UHVXOWV�IURP�5	'�DFWLYLWLHV��DQG�RWKHU�IDFWRUV��DQ\�RI
ZKLFK�PD\�FDXVH�WKH�WLPLQJ�RI�DFKLHYHPHQW�RI�WKH�PLOHVWRQHV�WR�YDU\�FRQVLGHUDEO\��,I�ZH��RXU�FROODERUDWRUV��RU�RXU�FXVWRPHUV�IDLO�WR�DFKLHYH
PLOHVWRQHV�LQ�WKH�H[SHFWHG�WLPHIUDPHV��WKH�FRPPHUFLDOL]DWLRQ�RI�RXU�SURJUDPV�PD\�EH�GHOD\HG��RXU�FUHGLELOLW\�PD\�EH�XQGHUPLQHG��RXU�H[SHFWDWLRQV
ZLWK�UHVSHFW�WR�SRWHQWLDO�IXWXUH�GRZQVWUHDP�YDOXH�PD\�EH�LQDFFXUDWH��RXU�DELOLW\�WR�HDUQ�UR\DOWLHV�PD\�EH�LPSDFWHG��RXU�EXVLQHVV�DQG�UHVXOWV�RI
RSHUDWLRQV�PD\�EH�KDUPHG��DQG�WKH�WUDGLQJ�SULFH�RI�RXU�FRPPRQ�VWRFN�PD\�GHFOLQH�

:H�PXVW�FRQWLQXH�WR�VHFXUH�DQG�PDLQWDLQ�VXIILFLHQW�DQG�VWDEOH�VXSSOLHV�RI�ODERUDWRU\�UHDJHQWV��FRQVXPDEOHV��HTXLSPHQW��DQG�ODERUDWRU\
VHUYLFHV��:H�GHSHQG�RQ�D�OLPLWHG�QXPEHU�RI�VXSSOLHUV��VRPH�RI�ZKLFK�DUH�VLQJOH�VRXUFH�VXSSOLHUV��DQG�FRQWUDFW�PDQXIDFWXUHUV�IRU�FULWLFDO
VXSSOLHV��HTXLSPHQW��DQG�VHUYLFHV�IRU�UHVHDUFK��GHYHORSPHQW��DQG�PDQXIDFWXULQJ�RI�RXU�SURGXFWV�DQG�SURFHVVHV��2XU�UHOLDQFH�RQ�WKHVH�WKLUG
SDUWLHV�H[SRVHV�XV�WR�ULVNV�UHODWLQJ�WR�FRVWV��FRQWUDFWXDO�WHUPV��VXSSO\��DQG�ORJLVWLFV��DQG�WKH�ORVV�RI�DQ\�RQH�RU�PRUH�RI�WKHVH�VXSSOLHUV�RU
FRQWUDFW�PDQXIDFWXUHUV�RU�WKHLU�IDLOXUH�WR�VXSSO\�XV�ZLWK�WKH�QHFHVVDU\�VXSSOLHV��HTXLSPHQW��RU�VHUYLFHV�RQ�D�WLPHO\�EDVLV��FRXOG�FDXVH�GHOD\V�LQ
RXU�UHVHDUFK��GHYHORSPHQW��RU�SURGXFWLRQ�FDSDFLW\�DQG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�

:LGHVSUHDG�LQIODWLRQDU\�SUHVVXUHV�DQG�RWKHU�DGYHUVH�PDFURHFRQRPLF�SUHVVXUHV��VXFK�DV�WDULIIV��LQFUHDVHG�GXWLHV�DQG�WD[HV��LQWHUQDWLRQDO�WUDGH
GLVSXWHV��SROLWLFDO�LQVWDELOLW\��VXSSO\�RU�UDZ�PDWHULDO�VKRUWDJHV��DQG�ODERU�GLVUXSWLRQV��H[LVW�DFURVV�JOREDO�HFRQRPLHV��UHVXOWLQJ�LQ�GLVUXSWLRQV�RU
KLJKHU�FRVWV�IRU�GLVSRVDEOH�ODE�HTXLSPHQW��UDZ�PDWHULDOV�DQG�V\QWKHWLF�ELRORJ\�PDWHULDOV�DQG�VHUYLFHV��DQG�VLJQLILFDQW�LQFUHDVHV�LQ�WKH�IXWXUH�FRXOG
DGYHUVHO\�DIIHFW�RXU�UHVXOWV�RI�RSHUDWLRQV��:H�KDYH�H[SHULHQFHG�VKRUWDJHV�LQ�VRPH�RI�RXU�NH\�HTXLSPHQW�DQG�VXSSOLHV��LQFOXGLQJ�WKRVH�UHTXLUHG�LQ
RXU�ODEV��DV�ZHOO�DV�GLVUXSWLRQV�LQ�VHUYLFHV�SURYLGHG�E\�WKLUG�SDUWLHV��DQG�PD\�GR�VR�LQ�WKH�IXWXUH�DV�D�UHVXOW�RI�VXSSO\�FKDLQ�LVVXHV�WLHG�WR�JOREDO
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SDQGHPLFV��FRQIOLFWV��RU�RWKHUZLVH��:H�PD\�DOVR�H[SHULHQFH�SULFH�LQFUHDVHV��TXDOLW\�LVVXHV�DQG�ORQJHU�OHDG�WLPHV�GXH�WR�XQH[SHFWHG�PDWHULDO
VKRUWDJHV��VHUYLFH�GLVUXSWLRQV��DQG�RWKHU�XQDQWLFLSDWHG�HYHQWV��ZKLFK�PD\�DGYHUVHO\�DIIHFW�RXU�VXSSO\�RI�ODE�HTXLSPHQW��ODE�VXSSOLHV��FKHPLFDOV�
UHDJHQWV��VXSSOLHV��DQG�ODE�VHUYLFHV��)RU�VRPH�VXSSOLHUV��ZH�GR�QRW�HQWHU�LQWR�ORQJ�WHUP�DJUHHPHQWV�DQG�LQVWHDG�VHFXUH�RXU�PDWHULDOV�DQG�VHUYLFHV
RQ�D�SXUFKDVH�RUGHU�EDVLV��2XU�VXSSOLHUV�PD\�UHGXFH�RU�FHDVH�WKHLU�VXSSO\�RI�PDWHULDOV�RU�VHUYLFHV�WR�XV�DW�DQ\�WLPH�LQ�WKH�IXWXUH��,I�WKH�VXSSO\�RI
PDWHULDOV�RU�VHUYLFHV�LV�LQWHUUXSWHG��RXU�SURJUDPV�PD\�EH�GHOD\HG�

:H�GHSHQG�RQ�D�OLPLWHG�QXPEHU�RI�VXSSOLHUV�IRU�FULWLFDO�LWHPV��LQFOXGLQJ�ODE�FRQVXPDEOHV�DQG�HTXLSPHQW��IRU�WKH�GHYHORSPHQW�RI�RXU�SURJUDPV�
6RPH�RI�WKHVH�VXSSOLHUV�DUH�VLQJOH�VRXUFH�VXSSOLHUV��:H�GR�QRW�FXUUHQWO\�KDYH�WKH�LQIUDVWUXFWXUH�RU�FDSDELOLW\�LQWHUQDOO\�WR�PDQXIDFWXUH�WKHVH�LWHPV
DW�WKH�QHFHVVDU\�VFDOH�RU�DW�DOO��$OWKRXJK�ZH�KDYH�D�UHVHUYH�RI�VXSSOLHV�DQG�DOWKRXJK�DOWHUQDWLYH�VXSSOLHUV�H[LVW�IRU�VRPH�RI�WKHVH�FULWLFDO�SURGXFWV�
VHUYLFHV��DQG�HTXLSPHQW��RXU�H[LVWLQJ�SURFHVVHV�XVHG�LQ�RXU�)RXQGU\�KDYH�EHHQ�GHVLJQHG�EDVHG�RQ�WKH�IXQFWLRQV��OLPLWDWLRQV��IHDWXUHV��DQG
VSHFLILFDWLRQV�RI�WKH�SURGXFWV��VHUYLFHV��DQG�HTXLSPHQW�WKDW�ZH�FXUUHQWO\�XWLOL]H��:KLOH�ZH�ZRUN�ZLWK�D�YDULHW\�RI�GRPHVWLF�DQG�LQWHUQDWLRQDO
VXSSOLHUV��RXU�VXSSOLHUV�PD\�QRW�EH�REOLJDWHG�WR�VXSSO\�SURGXFWV�RU�VHUYLFHV�RU�RXU�DUUDQJHPHQWV�PD\�EH�WHUPLQDWHG�ZLWK�UHODWLYHO\�VKRUW�QRWLFH
SHULRGV��$GGLWLRQDOO\��ZH�GR�QRW�KDYH�DQ\�FRQWURO�RYHU�WKH�SURFHVV�RU�WLPLQJ�RI�WKH�DFTXLVLWLRQ�RU�PDQXIDFWXUH�RI�PDWHULDOV�E\�RXU�PDQXIDFWXUHUV
DQG�FDQQRW�HQVXUH�WKDW�WKH\�ZLOO�GHOLYHU�WR�XV�WKH�LWHPV�ZH�RUGHU�RQ�WLPH��RU�DW�DOO�

,Q�SDUWLFXODU��ZH�UHO\�RQ�7ZLVW�IRU�FXVWRP�'1$�V\QWKHVLV�DQG�7KHUPR�)LVKHU�6FLHQWLILF�,QF��DQG�RWKHUV�IRU�FHUWDLQ�LQVWUXPHQWV�DQG�FRQVXPDEOHV�
7KH�SULFH�DQG�DYDLODELOLW\�RI�'1$��FKHPLFDOV��UHDJHQWV��HTXLSPHQW��FRQVXPDEOHV��DQG�LQVWUXPHQWV�KDYH�D�PDWHULDO�LPSDFW�RQ�RXU�DELOLW\�WR�SURYLGH
&HOO�(QJLQHHULQJ�VHUYLFHV�

7KH�ORVV�RI�WKH�SURGXFWV��VHUYLFHV��DQG�HTXLSPHQW�SURYLGHG�E\�RQH�RU�PRUH�RI�RXU�VXSSOLHUV�FRXOG�UHTXLUH�XV�WR�FKDQJH�WKH�GHVLJQ�RI�RXU�UHVHDUFK�
GHYHORSPHQW��DQG�PDQXIDFWXULQJ�SURFHVVHV�EDVHG�RQ�WKH�IXQFWLRQV��OLPLWDWLRQV��IHDWXUHV��DQG�VSHFLILFDWLRQV�RI�WKH�UHSODFHPHQW�LWHPV�RU�VHHN�RXW�D
QHZ�VXSSOLHU�WR�SURYLGH�WKHVH�LWHPV��$GGLWLRQDOO\��DV�ZH�JURZ��RXU�H[LVWLQJ�VXSSOLHUV�PD\�QRW�EH�DEOH�WR�PHHW�RXU�LQFUHDVLQJ�GHPDQG��DQG�ZH�PD\
QHHG�WR�ILQG�DGGLWLRQDO�VXSSOLHUV��:H�PD\�QRW�EH�DEOH�WR�VHFXUH�VXSSOLHUV�ZKR�SURYLGH�ODE�VXSSOLHV�DW��RU�HTXLSPHQW�DQG�VHUYLFHV�WR��WKH
VSHFLILFDWLRQ��TXDQWLW\��DQG�TXDOLW\�OHYHOV�WKDW�ZH�GHPDQG��RU�DW�DOO��RU�EH�DEOH�WR�QHJRWLDWH�DFFHSWDEOH�IHHV�DQG�WHUPV�RI�VHUYLFHV�ZLWK�DQ\�VXFK
VXSSOLHUV�

$V�GHVFULEHG�DERYH��VRPH�ODE�HTXLSPHQW��ODE�FRQVXPDEOHV��DQG�RWKHU�VHUYLFHV�DQG�PDWHULDOV�WKDW�ZH�SXUFKDVH�DUH�SXUFKDVHG�IURP�VLQJOH�VRXUFH�RU
SUHIHUUHG�VXSSOLHUV��ZKLFK�OLPLWV�RXU�QHJRWLDWLQJ�OHYHUDJH�DQG�RXU�DELOLW\�WR�UHO\�RQ�DGGLWLRQDO�RU�DOWHUQDWLYH�VXSSOLHUV�IRU�WKHVH�LWHPV��2XU
GHSHQGHQFH�RQ�WKHVH�VLQJOH�VRXUFH�DQG�SUHIHUUHG�VXSSOLHUV�H[SRVHV�XV�WR�FHUWDLQ�ULVNV��LQFOXGLQJ�WKH�IROORZLQJ�

Ɣ RXU�VXSSOLHUV�PD\�FHDVH�RU�UHGXFH�SURGXFWLRQ�RU�GHOLYHULHV��UDLVH�SULFHV��RU�UHQHJRWLDWH�WHUPV�
Ɣ ZH�PD\�EH�XQDEOH�WR�ORFDWH�D�VXLWDEOH�UHSODFHPHQW�RQ�DFFHSWDEOH�WHUPV�RU�RQ�D�WLPHO\�EDVLV��LI�DW�DOO�
Ɣ LI�WKHUH�LV�D�GLVUXSWLRQ�WR�RXU�VLQJOH�VRXUFH�RU�SUHIHUUHG�VXSSOLHUV¶�RSHUDWLRQV��DQG�LI�ZH�DUH�XQDEOH�WR�HQWHU�LQWR�DUUDQJHPHQWV�ZLWK

DOWHUQDWLYH�VXSSOLHUV��ZH�ZLOO�KDYH�QR�RWKHU�PHDQV�RI�FRQWLQXLQJ�WKH�UHOHYDQW�UHVHDUFK��GHYHORSPHQW��RU�PDQXIDFWXULQJ�RSHUDWLRQV�XQWLO
WKH\�UHVWRUH�WKH�DIIHFWHG�IDFLOLWLHV�RU�ZH�RU�WKH\�SURFXUH�DOWHUQDWLYH�VRXUFHV�RI�VXSSO\�

Ɣ GHOD\V�FDXVHG�E\�VXSSO\�LVVXHV�PD\�KDUP�RXU�UHSXWDWLRQ��IUXVWUDWH�RXU�FXVWRPHUV��DQG�FDXVH�WKHP�WR�WXUQ�WR�RXU�FRPSHWLWRUV�IRU�IXWXUH
SURJUDPV��DQG

Ɣ RXU�DELOLW\�WR�SURJUHVV�WKH�GHYHORSPHQW�RI�H[LVWLQJ�SURJUDPV�DQG�WKH�H[SDQVLRQ�RI�RXU�FDSDFLW\�WR�EHJLQ�IXWXUH�SURJUDPV�FRXOG�EH
PDWHULDOO\�DQG�DGYHUVHO\�LPSDFWHG�LI�WKH�VLQJOH�VRXUFH�RU�SUHIHUUHG�VXSSOLHUV�XSRQ�ZKLFK�ZH�UHO\�ZHUH�WR�H[SHULHQFH�D�VLJQLILFDQW�EXVLQHVV
FKDOOHQJH��GLVUXSWLRQ��RU�IDLOXUH�GXH�WR�LVVXHV�VXFK�DV�ILQDQFLDO�GLIILFXOWLHV�RU�EDQNUXSWF\��LVVXHV�UHODWLQJ�WR�RWKHU�FXVWRPHUV�VXFK�DV
UHJXODWRU\�RU�TXDOLW\�FRPSOLDQFH�LVVXHV��RU�RWKHU�ILQDQFLDO��OHJDO��UHJXODWRU\��RU�UHSXWDWLRQDO�LVVXHV�

0RUHRYHU��WR�PHHW�DQWLFLSDWHG�PDUNHW�GHPDQG��RXU�VXSSOLHUV�PD\�QHHG�WR�LQFUHDVH�PDQXIDFWXULQJ�FDSDFLW\��ZKLFK�FRXOG�LQYROYH�VLJQLILFDQW
FKDOOHQJHV��7KLV�PD\�UHTXLUH�XV�DQG�RXU�VXSSOLHUV�WR�LQYHVW�VXEVWDQWLDO�DGGLWLRQDO�IXQGV�DQG�KLUH�DQG�UHWDLQ�WKH�WHFKQLFDO�SHUVRQQHO�ZKR�KDYH�WKH
QHFHVVDU\�H[SHULHQFH��1HLWKHU�ZH�QRU�RXU�VXSSOLHUV�PD\�VXFFHVVIXOO\�FRPSOHWH�DQ\�UHTXLUHG�LQFUHDVH�WR�H[LVWLQJ�UHVHDUFK��GHYHORSPHQW��RU
PDQXIDFWXULQJ�FDSDFLW\�LQ�D�WLPHO\�PDQQHU��RU�DW�DOO�

��
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)RU�WKH�\HDU�HQGHG�'HFHPEHU�����������RXU�FRVW�RI�ODE�HTXLSPHQW��ODE�VXSSOLHV��DQG�ODE�VHUYLFHV�DFFRXQWHG�IRU�D�VLJQLILFDQW�SRUWLRQ�RI�RXU�WRWDO�5	'
H[SHQVHV��,Q�WKH�HYHQW�RI�SULFH�LQFUHDVHV�E\�VXSSOLHUV��ZKHWKHU�DV�D�UHVXOW�RI�LQIODWLRQDU\�SUHVVXUHV��WDULIIV�RU�RWKHUZLVH��ZH�PD\�DWWHPSW�WR�SDVV�WKH
LQFUHDVHG�FRVWV�WR�RXU�FXVWRPHUV��+RZHYHU��ZH�PD\�QRW�EH�DEOH�WR�UDLVH�WKH�SULFHV�RI�RXU�&HOO�(QJLQHHULQJ�VHUYLFHV�VXIILFLHQWO\�WR�FRYHU�LQFUHDVHG
FRVWV�UHVXOWLQJ�IURP�LQFUHDVHV�LQ�WKH�FRVW�RI�RXU�PDWHULDOV�DQG�VHUYLFHV��RU�WKH�LQWHUUXSWLRQ�RI�D�VXIILFLHQW�VXSSO\�RI�PDWHULDOV�RU�VHUYLFHV��$V�D�UHVXOW�
PDWHULDOV�DQG�VHUYLFHV�FRVWV��LQFOXGLQJ�DQ\�SULFH�LQFUHDVH�IRU�RXU�PDWHULDOV�DQG�VHUYLFHV��PD\�QHJDWLYHO\�LPSDFW�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�
DQG�UHVXOWV�RI�RSHUDWLRQV�

6RPH�RI�RXU�VXSSOLHUV�DQG�FRQWUDFW�PDQXIDFWXUHUV�DUH�IRUHLJQ�HQWLWLHV��:H�PD\�IDFH�GLVUXSWLRQV�GXH�WR�WKH�LQDELOLW\�WR�REWDLQ�FXVWRPV�FOHDUDQFHV�LQ
D�WLPHO\�PDQQHU�RU�UHVWULFWLRQV�RQ�VKLSSLQJ�RU�LQWHUQDWLRQDO�WUDYHO��$V�D�UHVXOW�RI�RQJRLQJ�JOREDO�VXSSO\�FKDLQ�FKDOOHQJHV�UHVXOWLQJ�LQ�YHU\�ORQJ�OHDG
WLPHV�IRU�FHUWDLQ�SURGXFWV�DQG�HTXLSPHQW��ZH�PD\�RUGHU�LQ�ODUJHU�YROXPHV�LQ�RUGHU�WR�VHFXUH�WKH�VXSSOLHV�ZH�UHTXLUH�IRU�RXU�IXWXUH�RSHUDWLRQV��ZKLFK
PD\�QHJDWLYHO\�LPSDFW�RXU�ILQDQFLDO�FRQGLWLRQV��HVSHFLDOO\�LI�ZH�DUH�XQDEOH�WR�XVH�WKH�VXSSOLHV�RUGHUHG�

:H�XVH�ELRORJLFDO��KD]DUGRXV��IODPPDEOH�DQG�RU�UHJXODWHG�PDWHULDOV�WKDW�UHTXLUH�FRQVLGHUDEOH�WUDLQLQJ��H[SHUWLVH�DQG�H[SHQVH�IRU�KDQGOLQJ�
VWRUDJH�DQG�GLVSRVDO�DQG�PD\�UHVXOW�LQ�FODLPV�DJDLQVW�XV�

:H�ZRUN�ZLWK�ELRORJLFDO�DQG�FKHPLFDO�PDWHULDOV�WKDW�FRXOG�EH�KD]DUGRXV�WR�KXPDQ��DQLPDO��RU�SODQW�KHDOWK�DQG�VDIHW\�RU�WKH�HQYLURQPHQW��2XU
RSHUDWLRQV�SURGXFH�KD]DUGRXV�DQG�ELRORJLFDO�ZDVWH�SURGXFWV��DQG�ZH�ODUJHO\�FRQWUDFW�ZLWK�WKLUG�SDUWLHV�IRU�WKH�GLVSRVDO�RI�WKHVH�SURGXFWV��)HGHUDO�
VWDWH��DQG�ORFDO�ODZV�DQG�UHJXODWLRQV�JRYHUQ�WKH�XVH��JHQHUDWLRQ��PDQXIDFWXUH��VWRUDJH��KDQGOLQJ��DQG�GLVSRVDO�RI�WKHVH�PDWHULDOV�DQG�ZDVWHV�
&RPSOLDQFH�ZLWK�DSSOLFDEOH�ODZV�DQG�UHJXODWLRQV�LV�H[SHQVLYH��DQG�FXUUHQW�RU�IXWXUH�ODZV�DQG�UHJXODWLRQV�PD\�UHVWULFW�RXU�RSHUDWLRQV��,I�ZH�GR�QRW
FRPSO\�ZLWK�DSSOLFDEOH�ODZV�DQG�UHJXODWLRQV��ZH�PD\�EH�VXEMHFW�WR�ILQHV�DQG�SHQDOWLHV�

,Q�DGGLWLRQ��ZH�FDQQRW�HOLPLQDWH�WKH�ULVN�RI��D��DFFLGHQWDO�RU�LQWHQWLRQDO�LQMXU\�RU��E��UHOHDVH��RU�FRQWDPLQDWLRQ�IURP�WKHVH�PDWHULDOV�RU�ZDVWHV��ZKLFK
FRXOG�H[SRVH�XV�WR�OLDELOLW\��)XUWKHUPRUH��ODZV�DQG�UHJXODWLRQV�DUH�FRPSOH[��FKDQJH�IUHTXHQWO\��DQG�KDYH�WHQGHG�WR�EHFRPH�PRUH�VWULQJHQW��:H
FDQQRW�SUHGLFW�WKH�LPSDFW�RI�VXFK�FKDQJHV�DQG�FDQQRW�EH�FHUWDLQ�RI�RXU�IXWXUH�FRPSOLDQFH��$FFRUGLQJO\��LQ�WKH�HYHQW�RI�UHOHDVH��FRQWDPLQDWLRQ��RU
LQMXU\��ZH�FRXOG�EH�OLDEOH�IRU�WKH�UHVXOWLQJ�KDUP�RU�SHQDOL]HG�ZLWK�ILQHV�LQ�DQ�DPRXQW�H[FHHGLQJ�RXU�UHVRXUFHV�DQG�RXU�RSHUDWLRQV�FRXOG�EH
VXVSHQGHG�RU�RWKHUZLVH�DGYHUVHO\�DIIHFWHG��7KHVH�OLDELOLWLHV�FRXOG�DOVR�LQFOXGH�UHJXODWRU\�DFWLRQV��OLWLJDWLRQ��LQYHVWLJDWLRQV��UHPHGLDWLRQ
REOLJDWLRQV��GDPDJH�WR�RXU�UHSXWDWLRQ�DQG�EUDQG��VXSSOHPHQWDO�GLVFORVXUH�REOLJDWLRQV��ORVV�RI�FXVWRPHU��FRQVXPHU��DQG�SDUWQHU�FRQILGHQFH�LQ�WKH
VDIHW\�RI�RXU�ODERUDWRU\�RSHUDWLRQV��LPSDLUPHQW�WR�RXU�EXVLQHVV��DQG�FRUUHVSRQGLQJ�IHHV��FRVWV��H[SHQVHV��ORVV�RI�UHYHQXHV��DQG�RWKHU�SRWHQWLDO
OLDELOLWLHV��DV�ZHOO�DV�LQFUHDVHG�FRVWV�RU�ORVV�RI�UHYHQXH�RU�RWKHU�KDUP�WR�RXU�EXVLQHVV�

7KH�UHOHDVH�RI�*02V�RU�*HQHWLFDOO\�0RGLILHG�0DWHULDOV��ZKHWKHU�LQDGYHUWHQW�RU�SXUSRVHIXO��LQWR�XQFRQWUROOHG�HQYLURQPHQWV�FRXOG�KDYH
XQLQWHQGHG�FRQVHTXHQFHV��ZKLFK�PD\�UHVXOW�LQ�LQFUHDVHG�UHJXODWRU\�VFUXWLQ\�DQG�RWKHUZLVH�KDUP�RXU�EXVLQHVV�DQG�ILQDQFLDO�FRQGLWLRQ�

7KH�JHQHWLFDOO\�HQJLQHHUHG�RUJDQLVPV�DQG�PDWHULDOV�WKDW�ZH�GHYHORS�PD\�KDYH�VLJQLILFDQWO\�DOWHUHG�FKDUDFWHULVWLFV�FRPSDUHG�WR�WKRVH�IRXQG�LQ�WKH
ZLOG��DQG�WKH�IXOO�HIIHFWV�RI�GHSOR\PHQW�RU�UHOHDVH�RI�RXU�JHQHWLFDOO\�HQJLQHHUHG�RUJDQLVPV�DQG�PDWHULDOV�LQWR�XQFRQWUROOHG�HQYLURQPHQWV�PD\�EH
XQNQRZQ��,Q�SDUWLFXODU��VXFK�GHSOR\PHQW�RU�UHOHDVH��LQFOXGLQJ�DQ�XQDXWKRUL]HG�UHOHDVH��FRXOG�LPSDFW�WKH�HQYLURQPHQW�RU�FRPPXQLW\�JHQHUDOO\�RU�WKH
KHDOWK�DQG�VDIHW\�RI�RXU�HPSOR\HHV��RXU�FXVWRPHUV¶�HPSOR\HHV��DQG�WKH�FRQVXPHUV�RI�RXU�FXVWRPHUV¶�SURGXFWV�

,Q�DGGLWLRQ��LI�D�KLJK�SURILOH�ELRVHFXULW\�EUHDFK�RU�XQDXWKRUL]HG�UHOHDVH�RI�D�ELRORJLFDO�DJHQW�RFFXUV�ZLWKLQ�RXU�LQGXVWU\��RXU�FXVWRPHUV�DQG�SRWHQWLDO
FXVWRPHUV�PD\�ORVH�WUXVW�LQ�WKH�VHFXULW\�RI�WKH�ODERUDWRU\�HQYLURQPHQWV�LQ�ZKLFK�ZH�SURGXFH�*02V��*HQHWLFDOO\�0RGLILHG�0LFURRUJDQLVPV
�³*00V´��DQG�*HQHWLFDOO\�0RGLILHG�0DWHULDOV��HYHQ�LI�ZH�DUH�QRW�GLUHFWO\�DIIHFWHG��$Q\�DGYHUVH�HIIHFW�UHVXOWLQJ�IURP�VXFK�D�UHOHDVH��E\�XV�RU
RWKHUV��FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�WKH�SXEOLF�DFFHSWDQFH�RI�SURGXFWV�IURP�HQJLQHHUHG�FHOOV�DQG�RXU�EXVLQHVV�DQG�ILQDQFLDO�FRQGLWLRQ�
6XFK�D�UHOHDVH�FRXOG�UHVXOW�LQ�LQFUHDVHG�UHJXODWRU\�VFUXWLQ\�RI�RXU�IDFLOLWLHV��SODWIRUP��DQG�SURJUDPV��DQG�FRXOG�UHTXLUH�XV�WR�LPSOHPHQW�DGGLWLRQDO
FRVWO\�PHDVXUHV�WR�PDLQWDLQ�RXU�UHJXODWRU\�SHUPLWV��OLFHQVHV��DXWKRUL]DWLRQV�DQG�DSSURYDOV��7R�WKH�H[WHQW�VXFK�UHJXODWRU\�VFUXWLQ\�RU�FKDQJHV
LPSDFW�RXU�DELOLW\�WR�H[HFXWH�RQ�H[LVWLQJ�RU�QHZ�SURJUDPV�IRU�RXU�FXVWRPHUV��RU�PDNH�GRLQJ�VR�PRUH�FRVWO\�RU�GLIILFXOW��RXU�EXVLQHVV��ILQDQFLDO
FRQGLWLRQ��RU�UHVXOWV�RI�RSHUDWLRQV�PD\�EH�DGYHUVHO\�DIIHFWHG��,Q�DGGLWLRQ��ZH�FRXOG�KDYH�H[SRVXUH�WR�OLDELOLW\�IRU�DQ\�UHVXOWLQJ�KDUP��DV�ZHOO�DV�WR
UHJXODWRU\�DFWLRQV��OLWLJDWLRQ��LQYHVWLJDWLRQV��UHPHGLDWLRQ�REOLJDWLRQV��GDPDJH�WR�RXU�UHSXWDWLRQ�DQG�EUDQG��VXSSOHPHQWDO�GLVFORVXUH�REOLJDWLRQV�
ORVV�RI�FXVWRPHU��FRQVXPHU��DQG�SDUWQHU�FRQILGHQFH�LQ�WKH�VDIHW\�RI�HQJLQHHUHG�FHOOV�PDWHULDOV�DQG�RUJDQLVPV��LPSDLUPHQW�WR�RXU�EXVLQHVV��DQG
FRUUHVSRQGLQJ�IHHV��FRVWV��H[SHQVHV��ORVV�RI�UHYHQXHV��DQG�RWKHU�SRWHQWLDO�OLDELOLWLHV��DV�ZHOO�DV�LQFUHDVHG�FRVWV�RU�ORVV�RI�UHYHQXH�RU�RWKHU�KDUP�WR
RXU�EXVLQHVV�

��
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:H�FRXOG�V\QWKHVL]H�'1$�VHTXHQFHV�RU�HQJDJH�LQ�RWKHU�DFWLYLW\�WKDW�LQDGYHUWHQWO\�FRQWUDYHQHV�ELRVHFXULW\�UHTXLUHPHQWV��RU�UHJXODWRU\
DXWKRULWLHV�FRXOG�SURPXOJDWH�PRUH�IDU�UHDFKLQJ�ELRVHFXULW\�UHTXLUHPHQWV�WKDW�RXU�VWDQGDUG�EXVLQHVV�SUDFWLFHV�FDQQRW�DFFRPPRGDWH��ZKLFK
FRXOG�JLYH�ULVH�WR�VXEVWDQWLDO�OHJDO�OLDELOLW\��LPSHGH�RXU�EXVLQHVV��DQG�GDPDJH�RXU�UHSXWDWLRQ�

7KH�)HGHUDO�6HOHFW�$JHQW�3URJUDP��³)6$3´��LQYROYHV�UXOHV�DGPLQLVWHUHG�E\�WKH�&HQWHUV�IRU�'LVHDVH�&RQWURO�DQG�3UHYHQWLRQ�DQG�WKH�86'$
V
$3+,6�WKDW�UHJXODWH�SRVVHVVLRQ��XVH��DQG�WUDQVIHU�RI�ELRORJLFDO�VHOHFW�DJHQWV�DQG�WR[LQV�WKDW�KDYH�WKH�SRWHQWLDO�WR�SRVH�D�VHYHUH�WKUHDW�WR�SXEOLF�
DQLPDO��RU�SODQW�KHDOWK�RU�WR�DQLPDO�RU�SODQW�SURGXFWV��,Q�DFFRUGDQFH�ZLWK�WKH�,QWHUQDWLRQDO�*HQH�6\QWKHVLV�&RQVRUWLXP¶V��³,*6&´��+DUPRQL]HG
6FUHHQLQJ�3URWRFRO�IRU�VFUHHQLQJ�RI�V\QWKHWLF�'1$�VHTXHQFH�RUGHUV��ZH�IROORZ�ELRVDIHW\�DQG�ELRVHFXULW\�LQGXVWU\�SUDFWLFHV�DQG�DYRLG�'1$
V\QWKHVLV�DFWLYLWLHV�WKDW�LPSOLFDWH�)6$3�UXOHV�E\�VFUHHQLQJ�V\QWKHWLF�'1$�VHTXHQFH�RUGHUV�DJDLQVW�WKH�,*6&¶V�5HJXODWHG�3DWKRJHQ�'DWDEDVH�
KRZHYHU��ZH�FRXOG�HUU�LQ�RXU�REVHUYDQFH�RI�FRPSOLDQFH�SURJUDP�UHTXLUHPHQWV�LQ�D�PDQQHU�WKDW�OHDYHV�XV�LQ�QRQFRPSOLDQFH�ZLWK�)6$3�RU�RWKHU
ELRVHFXULW\�UXOHV��,Q�DGGLWLRQ��DXWKRULWLHV�FRXOG�SURPXOJDWH�QHZ�ELRVHFXULW\�UHTXLUHPHQWV�WKDW�UHVWULFW�RXU�RSHUDWLRQV��2QH�RU�PRUH�UHVXOWLQJ�OHJDO
SHQDOWLHV��UHVWUDLQWV�RQ�RXU�EXVLQHVV�RU�UHSXWDWLRQDO�GDPDJH�FRXOG�KDYH�PDWHULDO�DGYHUVH�HIIHFWV�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��RU�UHVXOWV�RI
RSHUDWLRQV�

7KLUG�SDUWLHV�PD\�XVH�RXU�HQJLQHHUHG�FHOOV��PDWHULDOV��DQG�RUJDQLVPV�DQG�DFFRPSDQ\LQJ�SURGXFWLRQ�SURFHVVHV�LQ�ZD\V�WKDW�FRXOG�GDPDJH�RXU
UHSXWDWLRQ�

$IWHU�RXU�FXVWRPHUV�KDYH�UHFHLYHG�RXU�HQJLQHHUHG�FHOOV��PDWHULDOV��DQG�RUJDQLVPV�DQG�DFFRPSDQ\LQJ�SURGXFWLRQ�SURFHVVHV��ZH�GR�QRW�KDYH�DQ\
FRQWURO�RYHU�WKHLU�XVH�DQG�RXU�FXVWRPHUV�PD\�XVH�WKHP�LQ�ZD\V�WKDW�DUH�KDUPIXO�WR�RXU�UHSXWDWLRQ��,Q�DGGLWLRQ��ZKLOH�ZH�KDYH�HVWDEOLVKHG
ELRVHFXULW\�RIIHULQJV�GHVLJQHG�WR�FRPSO\�ZLWK�ELRVDIHW\�DQG�ELRVHFXULW\�UHTXLUHPHQWV�DQG�H[SRUW�FRQWURO�UHTXLUHPHQWV�LQ�DQ�HIIRUW�WR�HQVXUH�WKDW
WKLUG�SDUWLHV�GR�QRW�REWDLQ�RXU�HQJLQHHUHG�FHOOV�RU�RWKHU�ELRPDWHULDOV�IRU�PDOHYROHQW�SXUSRVHV��ZH�FDQQRW�JXDUDQWHH�WKDW�WKHVH�SUHYHQWDWLYH
PHDVXUHV�ZLOO�HOLPLQDWH�RU�UHGXFH�WKH�ULVN�RI�WKH�GRPHVWLF�DQG�JOREDO�RSSRUWXQLWLHV�IRU�WKH�PLVXVH�RU�QHJOLJHQW�XVH�RI�RXU�HQJLQHHUHG�FHOOV�PDWHULDOV�
RUJDQLVPV�DQG�SURGXFWLRQ�SURFHVVHV��$FFRUGLQJO\��LQ�WKH�HYHQW�RI�VXFK�PLVXVH�RU�QHJOLJHQW�XVH��RXU�UHSXWDWLRQ��IXWXUH�UHYHQXH��DQG�RSHUDWLQJ
UHVXOWV�PD\�VXIIHU�

,QWHUQDWLRQDO�H[SDQVLRQ�RI�RXU�EXVLQHVV�H[SRVHV�XV�WR�EXVLQHVV��UHJXODWRU\��SROLWLFDO��RSHUDWLRQDO��ILQDQFLDO��DQG�HFRQRPLF�ULVNV�DVVRFLDWHG
ZLWK�GRLQJ�EXVLQHVV�RXWVLGH�RI�WKH�8QLWHG�6WDWHV�

:H�FXUUHQWO\�PDUNHW�RXU�VHUYLFHV�DQG�GHOLYHU�RXU�SURJUDPV��PDWHULDOV��DQG�SURFHVVHV�RXWVLGH�RI�WKH�8QLWHG�6WDWHV�DQG�PD\�PDUNHW�IXWXUH�RIIHULQJV
RXWVLGH�RI�WKH�8QLWHG�6WDWHV��:H��DQG�RXU�VXSSOLHUV��FROODERUDWRUV��DQG�FXVWRPHUV��FXUUHQWO\�FRQGXFW�EXVLQHVV�RXWVLGH�RI�WKH�8QLWHG�6WDWHV��)URP
WLPH�WR�WLPH��RXU�VHUYLFHV�PD\�LQFOXGH�WKH�KLULQJ�RU�VHFRQGPHQW�RI�RXU�HPSOR\HHV�RXWVLGH�WKH�8QLWHG�6WDWHV�DW�WKLUG�SDUW\�IDFLOLWLHV�RU�UHTXLUH�WKH
KLULQJ�RU�VHFRQGPHQW�RI�IRUHLJQ�SHUVRQV�ZLWKLQ�RXU�IDFLOLWLHV��LQFOXGLQJ�DV�D�UHVXOW�RI�IRUHLJQ�DFTXLVLWLRQV��$FFRUGLQJO\��ZH�DUH�VXEMHFW�WR�D�YDULHW\
RI�ULVNV�LQKHUHQW�LQ�GRLQJ�EXVLQHVV�LQWHUQDWLRQDOO\��DQG�RXU�H[SRVXUH�WR�WKHVH�ULVNV�ZLOO�LQFUHDVH�DV�ZH�FRQWLQXH�WR�H[SDQG�RXU�RSHUDWLRQV�DQG
FXVWRPHU�EDVH��7KHVH�ULVNV�LQFOXGH�

Ɣ SROLWLFDO��VRFLDO�DQG�HFRQRPLF�LQVWDELOLW\�
Ɣ KLJKHU�OHYHOV�RI�FUHGLW�ULVN��FRUUXSWLRQ��DQG�SD\PHQW�IUDXG�
Ɣ HQKDQFHG�GLIILFXOWLHV�RI�LQWHJUDWLQJ�DQ\�IRUHLJQ�DFTXLVLWLRQV�
Ɣ LQFUHDVHG�H[SHQVHV�DQG�GLYHUVLRQ�RI�RXU�PDQDJHPHQW¶V�DWWHQWLRQ�IURP�DGYDQFLQJ�SURJUDPV�
Ɣ UHJXODWLRQV�WKDW�PLJKW�DGG�GLIILFXOWLHV�LQ�UHSDWULDWLQJ�FDVK�HDUQHG�RXWVLGH�WKH�8QLWHG�6WDWHV�DQG�RWKHUZLVH�SUHYHQW�XV�IURP�IUHHO\�PRYLQJ

FDVK�
Ɣ LPSRUW�DQG�H[SRUW�FRQWUROV�DQG�UHVWULFWLRQV�DQG�FKDQJHV�LQ�WUDGH�UHJXODWLRQV�
Ɣ FRPSOLDQFH�ZLWK�WKH�8�6��)RUHLJQ�&RUUXSW�3UDFWLFHV�$FW��WKH�8�.��%ULEHU\�$FW��DQG�VLPLODU�ODZV�LQ�RWKHU�MXULVGLFWLRQV�
Ɣ PXOWLSOH��FRQIOLFWLQJ�DQG�FKDQJLQJ�ODZV�DQG�UHJXODWLRQV�VXFK�DV�SULYDF\��VHFXULW\�DQG�GDWD�XVH�UHJXODWLRQV��WD[�ODZV��WDULIIV��LQFOXGLQJ

WDULIIV DQQRXQFHG E\ WKH 7UXPS DGPLQLVWUDWLRQ LQ ���� WUDGH UHJXODWLRQV HFRQRPLF VDQFWLRQV DQG HPEDUJRHV HPSOR\PHQW ODZV DQWL�WDULIIV�DQQRXQFHG�E\�WKH�7UXPS�DGPLQLVWUDWLRQ�LQ�������WUDGH�UHJXODWLRQV��HFRQRPLF�VDQFWLRQV�DQG�HPEDUJRHV��HPSOR\PHQW�ODZV��DQWL
FRUUXSWLRQ�ODZV��UHJXODWRU\�UHTXLUHPHQWV��UHLPEXUVHPHQW�RU�SD\RU�UHJLPHV�DQG�RWKHU�JRYHUQPHQWDO�DSSURYDOV��SHUPLWV�DQG�OLFHQVHV�

Ɣ IDLOXUH�E\�XV��RXU�FROODERUDWRUV�RU�RXU�FXVWRPHUV�WR�REWDLQ�UHJXODWRU\�FOHDUDQFH��DXWKRUL]DWLRQ�RU�DSSURYDO�IRU�WKH�XVH�RI�RXU�VHUYLFHV�LQ
YDULRXV�FRXQWULHV�

Ɣ DGGLWLRQDO�SRWHQWLDOO\�UHOHYDQW�WKLUG�SDUW\�SDWHQW�ULJKWV�
Ɣ FRPSOH[LWLHV�DQG�GLIILFXOWLHV�LQ�REWDLQLQJ�LQWHOOHFWXDO�SURSHUW\�SURWHFWLRQ�DQG�HQIRUFLQJ�RXU�LQWHOOHFWXDO�SURSHUW\�
Ɣ GLIILFXOWLHV�LQ�VWDIILQJ�DQG�PDQDJLQJ�IRUHLJQ�RSHUDWLRQV��LQFOXGLQJ�GLIILFXOWLHV�UHODWHG�WR�WKH�LQFUHDVHG�RSHUDWLRQV��WUDYHO��LQIUDVWUXFWXUH�DQG

OHJDO�FRPSOLDQFH�FRVWV�DVVRFLDWHG�ZLWK�LQWHUQDWLRQDO�ORFDWLRQV�

��
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Ɣ ORJLVWLFV�DQG�UHJXODWLRQV�DVVRFLDWHG�ZLWK�VKLSSLQJ�FKHPLFDOV��ELRPDWHULDOV�DQG�SURGXFW�VDPSOHV��LQFOXGLQJ�LQIUDVWUXFWXUH�FRQGLWLRQV�DQG
WUDQVSRUWDWLRQ�GHOD\V�

Ɣ ILQDQFLDO�ULVNV��VXFK�DV�ORQJHU�SD\PHQW�F\FOHV��GLIILFXOW\�FROOHFWLQJ�DFFRXQWV�UHFHLYDEOH��ZLGHVSUHDG�LQIODWLRQDU\�SUHVVXUH��WKH�LPSDFW�RI
ORFDO�DQG�UHJLRQDO�ILQDQFLDO�FULVHV��RQ�GHPDQG�DQG�SD\PHQW�IRU�RXU�SURGXFWV�DQG�H[SRVXUH�WR�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�IOXFWXDWLRQV�

Ɣ QDWXUDO�GLVDVWHUV��SROLWLFDO�DQG�HFRQRPLF�LQVWDELOLW\��LQFOXGLQJ�ZDUV��WHUURULVP�DQG�SROLWLFDO�XQUHVW��WKH�RXWEUHDN�RI�GLVHDVH��RU�SXEOLF�KHDOWK
HSLGHPLFV�SDQGHPLFV��VXFK�DV�&29,'�����ZKLFK�FRXOG�KDYH�DQ�DGYHUVH�LPSDFW�RQ�RXU�HPSOR\HHV��FRQWUDFWRUV��FXVWRPHUV��SDUWQHUV��WUDYHO
DQG�WKH�JOREDO�HFRQRP\�

Ɣ EUHDNGRZQV�LQ�LQIUDVWUXFWXUH��XWLOLWLHV�DQG�RWKHU�VHUYLFHV�
Ɣ ER\FRWWV��FXUWDLOPHQW�RI�WUDGH�DQG�RWKHU�EXVLQHVV�UHVWULFWLRQV��DQG
Ɣ WKH�RWKHU�ULVNV�DQG�XQFHUWDLQWLHV�GHVFULEHG�LQ�WKLV�$QQXDO�5HSRUW�

$GGLWLRQDOO\��DV�SDUW�RI�RXU�JURZWK�VWUDWHJ\��ZH�ZLOO�FRQWLQXH�WR�HYDOXDWH�SRWHQWLDO�RSSRUWXQLWLHV�IRU�LQWHUQDWLRQDO�H[SDQVLRQ��2SHUDWLQJ�LQ
LQWHUQDWLRQDO�PDUNHWV�UHTXLUHV�VLJQLILFDQW�UHVRXUFHV�DQG�PDQDJHPHQW�DWWHQWLRQ�DQG�ZLOO�VXEMHFW�XV�WR�UHJXODWRU\��HFRQRPLF�DQG�SROLWLFDO�ULVNV�LQ
DGGLWLRQ�WR�WKRVH�ZH�IDFH�LQ�WKH�8QLWHG�6WDWHV��+RZHYHU��RXU�LQWHUQDWLRQDO�H[SDQVLRQ�HIIRUWV�PD\�QRW�EH�VXFFHVVIXO��ZKLFK�FRXOG�OLPLW�WKH�VL]H�RI�RXU
PDUNHW�RU�WKH�DELOLW\�WR�SURYLGH�VHUYLFHV�RU�SURJUDPV�LQWHUQDWLRQDOO\�

,Q�DGGLWLRQ��GXH�WR�SRWHQWLDO�FRVWV�IURP�DQ\�LQWHUQDWLRQDO�H[SDQVLRQ�HIIRUWV�DQG�SRWHQWLDOO\�KLJKHU�VXSSOLHU�FRVWV�RXWVLGH�RI�WKH�8QLWHG�6WDWHV��RXU
LQWHUQDWLRQDO�RSHUDWLRQV�PD\�RSHUDWH�ZLWK�D�ORZHU�PDUJLQ�SURILOH��$V�D�UHVXOW��RXU�PDUJLQV�PD\�IOXFWXDWH�DV�ZH�H[SDQG�RXU�RSHUDWLRQV�DQG�FXVWRPHU
EDVH�LQWHUQDWLRQDOO\�

$Q\�RI�WKHVH�IDFWRUV�FRXOG�VLJQLILFDQWO\�KDUP�RXU�IXWXUH�LQWHUQDWLRQDO�H[SDQVLRQ�DQG�RSHUDWLRQV�DQG��FRQVHTXHQWO\��RXU�UHYHQXH�DQG�UHVXOWV�RI
RSHUDWLRQV�

2XU�LQYHVWPHQWV�LQ�DQG�XVH�RI�$,�PD\�UHVXOW�LQ�UHSXWDWLRQDO�KDUP��OLDELOLWLHV��RU�RWKHU�DGYHUVH�FRQVHTXHQFHV�WR�RXU�EXVLQHVV�RSHUDWLRQV�

,Q�$XJXVW�������ZH�HQWHUHG�LQWR�D�VWUDWHJLF�SDUWQHUVKLS�ZLWK�*RRJOH�&ORXG�WR�GHYHORS�DQG�GHSOR\�$,�WRROV�IRU�ELRORJ\�DQG�ELRVHFXULW\��8QGHU�WKH
VWUDWHJLF�SDUWQHUVKLS��*LQNJR�KDV�GHYHORSHG�DQG�ZLOO�FRQWLQXH�WR�GHYHORS�QHZ��VWDWH�RI�WKH�DUW�ODUJH�ODQJXDJH�PRGHOV��³//0V´��UXQQLQJ�RQ�*RRJOH
&ORXG
V�9HUWH[�$,�SODWIRUP�DFURVV�JHQRPLFV��SURWHLQ�IXQFWLRQ��DQG�V\QWKHWLF�ELRORJ\��KHOSLQJ�*LQNJR
V�FXVWRPHUV�DFFHOHUDWH�LQQRYDWLRQ�DQG
GLVFRYHU\�LQ�ILHOGV�DV�GLYHUVH�DV�GUXJ�GLVFRYHU\��DJULFXOWXUH��LQGXVWULDO�PDQXIDFWXULQJ��DQG�ELRVHFXULW\�

,Q�6HSWHPEHU�������ZH�ODXQFKHG�RXU�ILUVW�PRGHO�$3,��D�WRRO�DLPHG�DW�PDNLQJ�ELRORJLFDO�$,�PRGHOV�DFFHVVLEOH�WR�UHVHDUFKHUV��GHYHORSHUV��DQG
PDFKLQH�OHDUQLQJ�VFLHQWLVWV��+RZHYHU��RXU�GHYHORSPHQW�DQG�XVH�RI�$,�WHFKQRORJ\�LQ�RXU�SURGXFWV�DQG�RSHUDWLRQV�UHPDLQV�LQ�WKH�HDUO\�SKDVHV�
:KLOH�ZH�DLP�WR�GHYHORS�DQG�XVH�$,�UHVSRQVLEO\�DQG�DWWHPSW�WR�PLWLJDWH�HWKLFDO�DQG�OHJDO�LVVXHV�SUHVHQWHG�E\�LWV�XVH��ZH�PD\�XOWLPDWHO\�EH
XQVXFFHVVIXO�LQ�LGHQWLI\LQJ�RU�UHVROYLQJ�LVVXHV�EHIRUH�WKH\�DULVH��7KHUH�LV�QR�JXDUDQWHH�WKDW�*LQNJR�ZLOO�EH�VXFFHVVIXO�LQ�GHYHORSLQJ�RU
VXFFHVVIXOO\�GHSOR\LQJ�WKH�XVH�RI�FRPPHUFLDOO\�DYDLODEOH�$,�WRROV�DQG�DV�ZLWK�PDQ\�LQQRYDWLRQV��WKH�XVH�RI�$,�SUHVHQWV�PDQ\�ULVNV�DQG�FKDOOHQJHV�
LQFOXGLQJ�PLVXVH��LQWHOOHFWXDO�SURSHUW\�LQIULQJHPHQW�RU�WUDGH�VHFUHW�PLVDSSURSULDWLRQ��IODZHG�DOJRULWKPV��LQDGHTXDWH�GDWD�SURYHQDQFH�IRU�GDWDVHWV
XVHG�WR�WUDLQ�PRGHOV��DQG�LQVXIILFLHQW��IODZHG��DQG�RU�ELDVHG�GDWDVHWV�

$GGLWLRQDOO\��$,�WHFKQRORJLHV��LQFOXGLQJ�FXUUHQW�WRROV�DYDLODEOH�IRU�EXVLQHVV�XVH�LQ�WKH�PDUNHWSODFH��DUH�FRPSOH[�DQG�UDSLGO\�HYROYLQJ��8QFHUWDLQW\
DURXQG�QHZ�DQG�HPHUJLQJ�$,�WHFKQRORJLHV�PD\�UHTXLUH�DGGLWLRQDO�LQYHVWPHQW�WR�UHPDLQ�FRPPHUFLDOO\�UHOHYDQW�DQG�RU�WR�GHYHORS�DSSURSULDWH
SURWHFWLRQV�DQG�VDIHJXDUGV��7KHVH�LQYHVWPHQWV�PD\�EH�FRVWO\�DQG�FRXOG�LQFUHDVH�RXU�H[SHQVHV�DV�ZH�FRQWHPSODWH�H[SDQGLQJ�WKH�XVH�RI�$,�LQ�RXU
SODWIRUP�DQG�VHUYLFHV��,Q�DGGLWLRQ��SHUFHLYHG�RU�DFWXDO�WHFKQLFDO��OHJDO��FRPSOLDQFH��SULYDF\��VHFXULW\��HWKLFDO�RU�RWKHU�LVVXHV�UHODWLQJ�WR�WKH�XVH�RI�$,
PD\�FDXVH�SXEOLF�FRQILGHQFH�LQ�$,�WR�EH�XQGHUPLQHG��ZKLFK�FRXOG�VORZ�RXU�FXVWRPHUV¶�DGRSWLRQ�RI�RXU�SURGXFWV�DQG�VHUYLFHV�WKDW�XVH�$,��:H�PD\
DOVR�IDFH�VLJQLILFDQW�SRWHQWLDO�GLVUXSWLRQ�DV�D�UHVXOW�RI�UDSLGO\�HYROYLQJ�GRPHVWLF�DQG�LQWHUQDWLRQDO�ODZV�DQG�UHJXODWLRQV��ZKLFK�FRXOG�LPSRVH
VLJQLILFDQW�FRVWV�DQG�REOLJDWLRQV�RQ�WKH�FRPSDQ\��)RU�H[DPSOH��LQ�������DQ�H[HFXWLYH�RUGHU�RQ�VDIH��VHFXUH�DQG�WUXVWZRUWK\�$,�ZDV�LVVXHG��DQG�D
:KLWH�+RXVH�PHPRUDQGXP�UHOHDVHG�LQ������DV�D�UHVXOW�RI�WKLV�H[HFXWLYH�RUGHU�PDGH�VSHFLILF�UHFRPPHQGDWLRQV�IRU�HQKDQFHG�ELRVHFXULW\�VFUHHQLQJ
DQG�VRIWZDUH�IRU�ELRIRXQGULHV�XVLQJ�$,��7KH�(8�KDV�VLPLODUO\�LQWURGXFHG�WKH�$,�$FW�WR�HVWDEOLVK�UXOHV�IRU�SURYLGHUV�DQG�XVHUV��(PHUJLQJ�UHJXODWLRQV
PD\�SHUWDLQ�WR�GDWD�SULYDF\��GDWD�SURWHFWLRQ��DQG�WKH�HWKLFDO�XVH�RI�$,��DV�ZHOO�DV�FODULI\LQJ�LQWHOOHFWXDO�SURSHUW\�FRQVLGHUDWLRQV�

&KDOOHQJHV�LQKHUHQW�WR�WKH�XVH�RI�$,�JHQHUDOO\�RU�VSHFLILF�WR�*RRJOH
V�$,�V\VWHPV�FRXOG�DGYHUVHO\�LPSDFW�WKH�UHOLDELOLW\�RI�RXU�GDWD�DQG�VXEMHFW�XV�WR
GHOD\V�DQG�FRPSHWLWLYH�KDUP��UHVXOW�LQ�QHZ�RU�HQKDQFHG�JRYHUQPHQWDO�RU�UHJXODWRU\�VFUXWLQ\�

��



7DEOH�RI�&RQWHQWV

SRVH�FRQILGHQWLDOLW\�RU�VHFXULW\�ULVNV��HWKLFDO�FRQFHUQV��RU�OHJDO�OLDELOLW\��DV�ZHOO�DV�EUDQG�RU�UHSXWDWLRQDO�KDUP��DQG�RXU�EXVLQHVV�DQG�UHVXOWV�RI
RSHUDWLRQV�PD\�VXIIHU��2XU�XVH�RI�$,�FRXOG�UHVXOW�LQ�F\EHUVHFXULW\�LQFLGHQWV�WKDW�LPSOLFDWH�WKH�SHUVRQDO�GDWD�RU�FRQILGHQWLDO�LQIRUPDWLRQ�RI�WKH
&RPSDQ\�RU�RXU�FXVWRPHUV��ZKLFK�FRXOG�DGYHUVHO\�DIIHFW�RXU�UHSXWDWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�

2XU�UHFHQW�UHVWUXFWXULQJ�DFWLRQV�LQ�FRQQHFWLRQ�ZLWK�RXU�SODQV�WR�UHGXFH�RSHUDWLRQDO�H[SHQGLWXUHV�PD\�QRW�UHVXOW�LQ�DQWLFLSDWHG�VDYLQJV��FRXOG
UHVXOW�LQ�WRWDO�FRVWV�DQG�H[SHQVHV�WKDW�DUH�JUHDWHU�WKDQ�H[SHFWHG�DQG�FRXOG�GLVUXSW�RXU�EXVLQHVV�

,Q�FRQQHFWLRQ�ZLWK�RXU�SODQV�WR�UHGXFH�RSHUDWLRQDO�H[SHQGLWXUHV��ZH�LPSOHPHQWHG�D�UHVWUXFWXULQJ�SODQ��LQFOXGLQJ�D�UHGXFWLRQ�LQ�ZRUNIRUFH�DQG�D
SODQQHG�FRQVROLGDWLRQ�DQG�VXEOHDVLQJ�RI�FHUWDLQ�IDFLOLWLHV��,QLWLDO�ZRUNIRUFH�UHGXFWLRQV�FRPPHQFHG�LQ�-XQH������DQG�FRQWLQXHG�WKURXJKRXW������
ZLWK�IXUWKHU�UHGXFWLRQV�H[SHFWHG�LQ�������$OO�UHGXFWLRQV�DUH�H[SHFWHG�WR�EH�VXEVWDQWLDOO\�FRPSOHWHG�LQ�������VXEMHFW�WR�FRPSOLDQFH�ZLWK�DSSOLFDEOH
ODZV��2XU�UHVWUXFWXULQJ�DFWLRQV�PD\�UHVXOW�LQ�RWKHU�GLVUXSWLRQV�WR�RXU�EXVLQHVV��LQFOXGLQJ�FXVWRPHU�SURJUDP�GHOLYHU\�LVVXHV��ORVV�RI�KLVWRULFDO
FXVWRPHU�RU�WHFKQLFDO�NQRZOHGJH��RXU�DELOLW\�WR�FRPSO\�ZLWK�DSSOLFDEOH�ODZV�DQG�UHJXODWLRQV��DQG�RXU�DELOLW\�WR�UHWDLQ�NH\�HPSOR\HHV��2XU�HIIRUWV�WR
UHGXFH�WKH�VL]H�RI�RXU�SDWHQW�SRUWIROLR�PD\�UHVXOW�LQ�LQDGHTXDWH�SURWHFWLRQ�RI�RXU�LQWHOOHFWXDO�SURSHUW\�DVVHWV��7KH�&RPSDQ\�SODQV�WR�FRQVROLGDWH
FHUWDLQ�IDFLOLWLHV�WKURXJK�YDULRXV�DFWLRQV��LQFOXGLQJ�FRPELQLQJ�RIILFH�DQG�ODERUDWRU\�RSHUDWLRQV�LQWR�IHZHU�ORFDWLRQV��VXEOHDVLQJ�XQXVHG�RU
XQGHUXWLOL]HG�IDFLOLWLHV��DQG�KDV�WDNHQ�RU�SODQV�WR�WDNH�RWKHU�UHODWHG�PHDVXUHV��:KLOH�WKH�&RPSDQ\�DLPV�WR�FRPSOHWH�WKH�PDMRULW\�RI�LWV�IDFLOLW\
FRQVROLGDWLRQ�DFWLRQV�LQ�������WKH�DFWXDO�WLPLQJ�PD\�YDU\��HVSHFLDOO\�IRU�VXEOHDVLQJ�XQXVHG�RU�XQGHUXWLOL]HG�IDFLOLWLHV��ZKLFK�PD\�H[WHQG�EH\RQG
�����RU�PD\�QRW�RFFXU�SULRU�WR�WHUPLQDWLRQ�RI�VXFK�OHDVHV��GHSHQGLQJ�RQ�PDUNHW�FRQGLWLRQV��$GGLWLRQDOO\��UHVWUXFWXULQJ�H[SHQVHV�UHODWHG�WR�SRWHQWLDO
DVVHW�LPSDLUPHQWV��FRQWUDFW�DPHQGPHQWV�RU�WHUPLQDWLRQV�IRU�DQ\�IDFLOLWLHV�QR�ORQJHU�LQ�XVH�RU�XQGHUXWLOL]HG�FRXOG�EH�PDWHULDO��7KH�&RPSDQ\
FXUUHQWO\�HVWLPDWHV�WKH�FRVWV�IRU�WKH�UHGXFWLRQ�LQ�IRUFH�WR�UDQJH�IURP�������PLOOLRQ�WR�������PLOOLRQ�SULPDULO\�LQ�WKH�&HOO�(QJLQHHULQJ�VHJPHQW�DQG�WR
FRQVLVW�RI�FDVK�VHYHUDQFH�DQG�UHODWHG�FRVWV�

5LVNV�5HODWHG�WR�2XU�&XVWRPHUV

:H�DUH�GHSHQGHQW�RQ�RXU�FXVWRPHUV¶�ZLOOLQJQHVV�DQG�DELOLW\�WR�GHYHORS��SURGXFH�DQG�PDQXIDFWXUH�SURGXFWV�XVLQJ�WKH�HQJLQHHUHG�FHOOV��RWKHU
ELRORJLFDO�DVVHWV�DQG�RU�ELRPDQXIDFWXULQJ�SURFHVVHV�WKDW�ZH�GHYHORS�DQG�RQ�WKH�VXFFHVV�RI�RXU�FXVWRPHUV¶�GHYHORSPHQW��SURGXFWLRQ��DQG
PDQXIDFWXULQJ�HIIRUWV�

:H�VHOO�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�DQG�FHOO�HQJLQHHULQJ�WRROV�VHUYLFH�RIIHULQJV��)RU�RXU�VROXWLRQV�RIIHULQJV��ZH�UHO\�RQ�RXU�FXVWRPHUV�WR
FRPPHUFLDOL]H�SURGXFWV�WKDW�PD\�EH�HQDEOHG�E\�RXU�HQJLQHHUHG�FHOOV��RWKHU�ELRORJLFDO�DVVHWV��H�J���HQ]\PH�'1$�VHTXHQFHV��DQG�RU
ELRPDQXIDFWXULQJ�SURFHVVHV��$�SRUWLRQ�RI�WKH�YDOXH�LQ�VXFK�FXVWRPHU�FROODERUDWLRQV�KDV�KLVWRULFDOO\�EHHQ�HDUQHG�WKURXJK�GRZQVWUHDP�YDOXH
VKDULQJ�LQ�WKH�IRUP�RI�UR\DOW\�VWUHDPV��PLOHVWRQH�SD\PHQWV��DQG�RU�HTXLW\�LQWHUHVWV��,I�RXU�FXVWRPHUV�DUH�QRW�VXFFHVVIXO�LQ�EULQJLQJ�WKHVH�SURGXFWV
WR�PDUNHW��RU�LI�WKHVH�SURGXFWV�DUH�QRW�VXFFHVVIXO�RQFH�RQ�WKH�PDUNHW��WKH�GRZQVWUHDP�SRUWLRQ�RI�RXU�YDOXH�ZLOO�EH�DGYHUVHO\�LPSDFWHG��%HFDXVH�ZH
GR�QRW�GLUHFWO\�FRQWURO�PDQXIDFWXULQJ��SURGXFW�RU�GRZQVWUHDP�SURFHVV�GHYHORSPHQW�RU�FRPPHUFLDOL]DWLRQ��ZH�KDYH�OLPLWHG�DELOLW\�WR�LPSDFW�WKH
TXDOLW\�RI�RXU�SDUWQHUV¶�SURGXFWLRQ�SURFHVVHV�DQG�XOWLPDWH�FRPPHUFLDO�VXFFHVV��2XU�DELOLW\�WR�VHFXUH�QHZ�EXVLQHVV�IRU�RXU�5	'�VHUYLFHV�DQG�WRROV
LV�GHSHQGHQW�RQ�RXU�FXVWRPHUV¶�ZLOOLQJQHVV�DQG�DELOLW\�WR�LQYHVW�LQWR�5	'�DQG�FRQWLQXHG�RXWVRXUFLQJ��2XU�EXVLQHVV�FRXOG�EH�VLJQLILFDQWO\
LPSDFWHG�E\�DQ\�GHFOLQH�LQ�5	'�VSHQGLQJ�RU�RXWVRXUFLQJ�DFWLYLWLHV�

,Q�DGGLWLRQ��RXU�FXVWRPHUV�KDYH�FKRVHQ��DQG�PD\�LQ�WKH�IXWXUH�FKRRVH��QRW�WR�GHYHORS�RU�FRPPHUFLDOL]H�D�SURGXFW�ZH�KDYH�HQDEOHG�LQ�ZKLFK�ZH�DUH
HQWLWOHG�WR�GRZQVWUHDP�YDOXH�VKDULQJ��,Q�RXU�FXUUHQW�UHODWLRQVKLSV��ZH�ZRXOG�KDYH�OLPLWHG�RU�QR�UHFRXUVH�WR�ILQG�DOWHUQDWLYH�PHWKRGV�WR�PRQHWL]H
WKHVH�SURGXFWV�ZLWKRXW�WKH�RULJLQDO�FXVWRPHU��%HFDXVH�WKLV�LQGXVWU\�LV�VWLOO�QDVFHQW�DQG�WKH�UHJXODWRU\�HQYLURQPHQW�LV�HYROYLQJ��ZH�KDYH�OLPLWHG
KLVWRULFDO�LQIRUPDWLRQ�RQ�WKH�SUREDELOLW\�RI�FRPPHUFLDO�VXFFHVV�IRU�ELRHQJLQHHUHG�SURGXFWV�RU�ELRPDQXIDFWXULQJ�SURFHVVHV�LQ�WKH�PDUNHW�DQG�KDYH
OLPLWHG�DELOLW\�WR�XQGHUZULWH�WKH�OLNHOLKRRG�WKDW�RXU�FXVWRPHUV�ZLOO�EH�DEOH�WR�FUHDWH�YDOXDEOH�SURGXFWV�RU�SURFHVVHV�LQ�WKHLU�PDUNHW�XVLQJ�WKH�UHVXOWV
RI�WKHLU�SURJUDPV�ZLWK�XV��,I�ZH�RYHUHVWLPDWH�WKH�SUREDELOLW\�RU�VFDOH�RI�FRPPHUFLDO�VXFFHVV��WKH�SULFH�RI�RXU�FRPPRQ�VWRFN�PD\�EH�DGYHUVHO\
LPSDFWHG�DV�D�UHVXOW�RI�ORZHU�H[SHFWDWLRQV�IRU�IXWXUH�FDVK�IORZV�IURP�FXVWRPHU�FROODERUDWLRQV�

2XU�UHYHQXH�LV�FRQFHQWUDWHG�LQ�D�OLPLWHG�QXPEHU�RI�FXVWRPHUV��VRPH�RI�ZKLFK�DUH�UHODWHG�SDUWLHV��DQG�RXU�UHYHQXH��UHVXOWV�RI�RSHUDWLRQV��FDVK
IORZV�DQG�UHSXWDWLRQ�PD\�VXIIHU�XSRQ�WKH�ORVV�RI�D�VLJQLILFDQW�FXVWRPHU�

:H�KDYH�GHULYHG��DQG�PD\�FRQWLQXH�WR�GHULYH��D�VLJQLILFDQW�SRUWLRQ�RI�RXU�UHYHQXH�IURP�D�OLPLWHG�QXPEHU�RI�ODUJH�FXVWRPHUV��'XULQJ�WKH�\HDU�HQGHG
'HFHPEHU�����������WKUHH�FXVWRPHUV�HDFK�UHSUHVHQWHG�PRUH�WKDQ�����RI�RXU�WRWDO

��
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UHYHQXH�DQG�FXPXODWLYHO\�UHSUHVHQWHG�����RI�RXU�WRWDO�UHYHQXH��'XH�WR�WKH�VLJQLILFDQW�WLPH�UHTXLUHG�WR�DFTXLUH�QHZ�FXVWRPHUV��WR�SODQ�DQG�GHYHORS
QHZ�SURJUDPV�IRU�FXVWRPHUV��DQG�WR�VDWLVIDFWRULO\�H[HFXWH�RQ�H[LVWLQJ�SURJUDPV��WKH�ORVV�RI�DQ\�RI�WKHVH�FXVWRPHUV��RU�WKH�ORVV�RI�DQ\�RWKHU
VLJQLILFDQW�FXVWRPHU�RU�D�VLJQLILFDQW�UHGXFWLRQ�LQ�WKH�DPRXQW�RI�GHPDQG�IURP�D�VLJQLILFDQW�FXVWRPHU�ZRXOG�DGYHUVHO\�DIIHFW�RXU�UHYHQXH��UHVXOWV�RI
RSHUDWLRQV��FDVK�IORZV�DQG�UHSXWDWLRQ�LQ�WKH�PDUNHWSODFH��7KHUH�LV�DOZD\V�D�ULVN�WKDW�H[LVWLQJ�FXVWRPHUV�ZLOO�QRW�HOHFW�WR�GR�EXVLQHVV�ZLWK�XV�LQ�WKH
IXWXUH�RU�ZLOO�H[SHULHQFH�ILQDQFLDO�GLIILFXOWLHV��,I�RXU�FXVWRPHUV�H[SHULHQFH�ILQDQFLDO�GLIILFXOWLHV�RU�EXVLQHVV�UHYHUVDOV�ZKLFK�UHGXFH�RU�HOLPLQDWH�WKH
QHHG�IRU�RXU�VHUYLFHV��WKH\�PD\�EH�XQDEOH�RU�XQZLOOLQJ�WR�IXOILOO�WKHLU�FRQWUDFWV�ZLWK�XV��7KHUH�LV�DOVR�WKH�ULVN�WKDW�RXU�FXVWRPHUV�ZLOO�DWWHPSW�WR
LPSRVH�QHZ�RU�DGGLWLRQDO�UHTXLUHPHQWV�RQ�XV�WKDW�UHGXFH�WKH�SURILWDELOLW\�RI�WKH�VHUYLFHV�SHUIRUPHG�E\�XV��2XU�FXVWRPHU�FRQFHQWUDWLRQ�DOVR
LQFUHDVHV�WKH�FRQFHQWUDWLRQ�RI�RXU�DFFRXQWV�UHFHLYDEOH�DQG�RXU�H[SRVXUH�WR�SD\PHQW�GHIDXOWV�E\�NH\�FXVWRPHUV��ZKLFK�FRXOG�H[SRVH�XV�WR
VXEVWDQWLDO�DQG�SRWHQWLDOO\�XQUHFRYHUDEOH�FRVWV�LI�ZH�GR�QRW�UHFHLYH�SD\PHQW�IURP�NH\�FXVWRPHUV��$GGLWLRQDOO\��WKH�ORVV�RI�DQ\�VLJQLILFDQW�FXVWRPHU
FRXOG�SRVH�UHSXWDWLRQDO�KDUP�WR�XV�DQG�PDNH�LW�PRUH�FKDOOHQJLQJ�WR�DFTXLUH�QHZ�FXVWRPHUV�

,Q�DGGLWLRQ��ZKLOH�RXU�FXVWRPHU�FROODERUDWLRQV�DUH�W\SLFDOO\�PXOWL�\HDU��ZH�JHQHUDOO\�GR�QRW�UHTXLUH�RXU�FXVWRPHUV�WR�JHQHUDWH�D�PLQLPXP�DPRXQW�RI
DQQXDO�GHPDQG�DQG�ZLWKRXW�VXFK�FRQWUDFWV��RXU�FXVWRPHUV�DUH�QRW�REOLJDWHG�WR�XVH�RXU�VHUYLFHV�EH\RQG�WKH�DPRXQWV�WKH\�FKRRVH�WR�LQFXU��2XU
FXVWRPHUV�PD\�FKRRVH�WR�XVH�IHZHU�RI�RXU�VHUYLFHV�GHSHQGLQJ�RQ�SURJUDP�SURJUHVV��WKHLU�RZQ�WHFKQRORJLFDO�FDSDELOLWLHV��PDUNHW�GHPDQG�IRU�WKHLU
SURGXFWV�DQG�RU�WKHLU�RZQ�LQWHUQDO�EXGJHW�F\FOHV��$V�D�UHVXOW��ZH�FDQQRW�DFFXUDWHO\�SUHGLFW�RXU�FXVWRPHUV¶�GHFLVLRQV�WR�UHGXFH�RU�FHDVH�XWLOL]LQJ
RXU�VHUYLFHV��(YHQ�ZKHUH�ZH�HQWHU�LQWR�ORQJ�WHUP�FRQWUDFWV�ZLWK�RXU�FXVWRPHUV��WKHUH�LV�QR�JXDUDQWHH�WKDW�VXFK�DJUHHPHQWV�ZLOO�EH�QHJRWLDWHG�RQ
WHUPV�WKDW�DUH�FRPPHUFLDOO\�IDYRUDEOH�WR�XV�LQ�WKH�ORQJ�WHUP��,Q�DGGLWLRQ��H[LVWLQJ�FXVWRPHUV�PD\�FKRRVH�WR�SHUIRUP�VRPH�RU�DOO�RI�WKH�VHUYLFHV�WKH\
H[SHFW�IURP�XV�LQWHUQDOO\��ZLWK�DQRWKHU�WKLUG�SDUW\�SDUWQHU�RU�E\�XVLQJ�FDSDELOLWLHV�IURP�DFTXLVLWLRQV�RI�DVVHWV�

,Q�FHUWDLQ�FDVHV��RXU�EXVLQHVV�SDUWQHUV�PD\�KDYH�GLVFUHWLRQ�LQ�GHWHUPLQLQJ�ZKHQ�DQG�ZKHWKHU�WR�PDNH�DQQRXQFHPHQWV�DERXW�WKH�VWDWXV�RI�RXU
FROODERUDWLRQV��LQFOXGLQJ�DERXW�GHYHORSPHQWV�DQG�WLPHOLQHV�IRU�DGYDQFLQJ�SURJUDPV��DQG�WKH�SULFH�RI�RXU�FRPPRQ�VWRFN�PD\�GHFOLQH�DV�D
UHVXOW�RI�DQQRXQFHPHQWV�RI�XQH[SHFWHG�UHVXOWV�RU�GHYHORSPHQWV�

*HQHUDOO\��ZH�DQG�RXU�FXVWRPHUV�PXVW�PXWXDOO\�DJUHH�RQ�GHWHUPLQLQJ�ZKHQ�DQG�ZKHWKHU�WR�PDNH�DQQRXQFHPHQWV�DERXW�WKH�VWDWXV�RI�RXU
FROODERUDWLRQV��LQFOXGLQJ�GHYHORSPHQWV�LQ�RXU�SURJUDPV�DQG�WLPHOLQHV�IRU�FRPPHUFLDOL]DWLRQ�RI�RU�LPSURYHPHQWV�WR�SURGXFWV�XVLQJ�HQJLQHHUHG�FHOOV
GHYHORSHG�XVLQJ�RXU�SODWIRUP��+RZHYHU��LQ�VRPH�FDVHV�RXU�FXVWRPHUV�PD\�UHSRUW�RU�RWKHUZLVH�PD\�EH�REOLJDWHG�WR�GLVFORVH�FHUWDLQ�PDWWHUV�ZLWKRXW
RXU�FRQVHQW��2XU�SDUWQHUV�PD\�DOVR�ZLVK�WR�UHSRUW�VXFK�LQIRUPDWLRQ�PRUH�RU�OHVV�IUHTXHQWO\�WKDQ�ZH�LQWHQG�WR�RU�PD\�QRW�ZLVK�WR�UHSRUW�VXFK
LQIRUPDWLRQ�DW�DOO��:H�RU�RXU�SDUWQHUV�PD\�DQQRXQFH�D�FROODERUDWLRQ�RU�SDUWQHUVKLS�HYHQ�LI�WKHUH�LV�QR�JXDUDQWHH�WKDW�ZH�ZLOO�UHFRJQL]H�SURJUDP�IHHV�
7KH�SULFH�RI�RXU�FRPPRQ�VWRFN�PD\�GHFOLQH�DV�D�UHVXOW�RI�D�SXEOLF�DQQRXQFHPHQW�RI�XQH[SHFWHG�UHVXOWV�RU�GHYHORSPHQWV�LQ�RXU�SDUWQHUVKLSV��RU�DV�D
UHVXOW�RI�RXU�SDUWQHUV�QRW�FRQVHQWLQJ�WR�DQ�DQQRXQFHPHQW�RU�ZLWKKROGLQJ�LQIRUPDWLRQ�

5LVNV�5HODWHG�WR�RXU�+LVWRULF�&29,'����7HVWLQJ�6HUYLFHV

:H�PD\�EH�VXEMHFW�WR�WRUW�OLDELOLW\�LI�WKH�&29,'����WHVWV�ZH�XWLOL]HG�LQ�RXU�WHVWLQJ�SURJUDPV�SURYLGHG�LQDFFXUDWH�UHVXOWV�

7KH�3XEOLF�5HDGLQHVV�DQG�(PHUJHQF\�3UHSDUHGQHVV�$FW��WKH�³35(3�$FW´��SURYLGHV�LPPXQLW\�IRU�PDQXIDFWXUHUV��GLVWULEXWRUV��SURJUDP�SODQQHUV�
TXDOLILHG�SHUVRQV��DQG�WKHLU�RIILFLDOV��DJHQWV��DQG�HPSOR\HHV�IURP�FHUWDLQ�FODLPV�XQGHU�VWDWH�RU�IHGHUDO�ODZ�IRU�D�³ORVV´�DULVLQJ�RXW�RI�WKH
DGPLQLVWUDWLRQ�RU�XVH�RI�D�³FRYHUHG�FRXQWHUPHDVXUH´�LQ�WKH�8QLWHG�6WDWHV��'LVWULEXWRUV�DUH�FHUWDLQ�SHUVRQV�RU�HQWLWLHV�HQJDJHG�LQ�WKH�GLVWULEXWLRQ�RI
GUXJV��ELRORJLFV��RU�GHYLFHV��3URJUDP�SODQQHUV�LQFOXGH�SHUVRQV�ZKR�VXSHUYLVH�RU�DGPLQLVWHU�D�SURJUDP�ZLWK�UHVSHFW�WR�WKH�DGPLQLVWUDWLRQ�
GLVWULEXWLRQ��SURYLVLRQ��RU�XVH�RI�D�&RYHUHG�&RXQWHUPHDVXUH��DV�GHILQHG�LQ�WKH�35(3�$FW���&RYHUHG�&RXQWHUPHDVXUHV�LQFOXGH�VHFXULW\
FRXQWHUPHDVXUHV�DQG�³TXDOLILHG�SDQGHPLF�RU�HSLGHPLF�SURGXFWV�´�LQFOXGLQJ�SURGXFWV�LQWHQGHG�WR�GLDJQRVH�RU�WUHDW�SDQGHPLF�RU�HSLGHPLF�GLVHDVH�
VXFK�DV�&29,'����GLDJQRVWLF�WHVWV��DV�ZHOO�DV�WUHDWPHQWV�LQWHQGHG�WR�DGGUHVV�FRQGLWLRQV�FDXVHG�E\�VXFK�SURGXFWV��&RYHUHG�&RXQWHUPHDVXUHV
PXVW�DOVR�EH�DSSURYHG��FOHDUHG��RU�DXWKRUL]HG�IRU�HPHUJHQF\�XVH��RU�RWKHUZLVH�DXWKRUL]HG�IRU�LQYHVWLJDWLRQDO�XVH��E\�WKH�)'$�LQ�RUGHU�WR�EH
FRQVLGHUHG�&RYHUHG�&RXQWHUPHDVXUHV�XQGHU�WKH�35(3�$FW�

)RU�WKHVH�LPPXQLWLHV�WR�DSSO\��WKH�6HFUHWDU\�RI�++6�PXVW�LVVXH�D�GHFODUDWLRQ�LQ�FDVHV�RI�SXEOLF�KHDOWK�HPHUJHQF\�RU�³FUHGLEOH�ULVN´�RI�D�IXWXUH
SXEOLF�KHDOWK�HPHUJHQF\��2Q�0DUFK�����������WKH�6HFUHWDU\�RI�++6�LVVXHG�D�GHFODUDWLRQ�XQGHU�WKH�35(3�$FW�DQG�KDV�LVVXHG�VXEVHTXHQW
DPHQGPHQWV�WKHUHWR�WR�SURYLGH�OLDELOLW\�LPPXQLW\�IRU�DFWLYLWLHV�UHODWHG�WR�FHUWDLQ�FRXQWHUPHDVXUHV�DJDLQVW�WKH�&29,'����SDQGHPLF�

,Q�WKH�SDVW��ZH�ZHUH�WKH�DXWKRUL]HG�GLVWULEXWRU�RI�FHUWDLQ�WKLUG�SDUW\�&29,'����WHVWV�DQG�FROOHFWLRQ�NLWV�WKDW�UHFHLYHG�DQ�(8$�DQG�VXSHUYLVHG�WHVWLQJ
SURJUDPV�IRU�&29,'����WHVWLQJ�FXVWRPHUV��7KHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�RXU�WHVW�GLVWULEXWLRQ

��
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DQG�SURJUDP�SODQQLQJ�DFWLYLWLHV�UHJDUGLQJ�WKHVH�SURJUDPV�ZRXOG�EH�FRYHUHG�XQGHU�WKH�SURYLVLRQV�RI�WKH�35(3�$FW��$OVR��WKHUH�FDQ�EH�QR�DVVXUDQFH
WKDW�WKH�8�6��&RQJUHVV�ZLOO�QRW�DFW�LQ�WKH�IXWXUH�WR�UHGXFH�FRYHUDJH�XQGHU�WKH�35(3�$FW�RU�WR�UHSHDO�LW�DOWRJHWKHU�

)XUWKHUPRUH��VRPH�RI�WKH�WKLUG�SDUW\�WHVWV�WKDW�ZHUH�XVHG�DV�SDUW�RI�RXU�SRROHG�WHVWLQJ�SURJUDP�ZHUH�QRW�FRYHUHG�E\�DQ�(8$�DQG��DW�WKLV�WLPH��ZH
GR�QRW�EHOLHYH�WKDW�VXFK�WHVWLQJ�VHUYLFHV��DGPLQLVWUDWLRQ��RU�SURJUDP�SODQQLQJ�UHODWHG�WR�RXU�SRROHG�WHVWLQJ�SURJUDP�ZLOO�TXDOLI\�IRU�35(3�$FW
LPPXQLW\��,I�SURGXFW�OLDELOLW\�ODZVXLWV�DUH�EURXJKW�DJDLQVW�XV�LQ�FRQQHFWLRQ�ZLWK�DOOHJDWLRQV�RI�KDUP�FRQQHFWHG�WR�RXU�SULRU�&29,'����WHVWLQJ
VHUYLFHV��ZH�PD\�LQFXU�VXEVWDQWLDO�OLDELOLWLHV��7KH�35(3�$FW�LV�D�FRPSOH[�ODZ�ZLWK�OLPLWHG�MXGLFLDO�SUHFHGHQW��DQG�WKXV�HYHQ�IRU�WKH�WKLUG�SDUW\
&29,'����WHVWV�DQG�FROOHFWLRQ�NLWV�XVHG�LQ�RXU�WHVWLQJ�VHUYLFHV�WKDW�ZHUH�VXEMHFW�WR�(8$V��ZH�PD\�KDYH�WR�H[SHQG�VLJQLILFDQW�WLPH�DQG�OHJDO
UHVRXUFHV�WR�REWDLQ�GLVPLVVDO�RI�D�ODZVXLW�RQ�WKH�EDVLV�RI�35(3�$FW�LPPXQLW\�

,I�ZH�FDQQRW�VXFFHVVIXOO\�GHIHQG�RXUVHOYHV�DJDLQVW�FODLPV�WKDW�RXU�&29,'����WHVWLQJ�VHUYLFHV�FDXVHG�LQMXULHV�DQG�LI�ZH�DUH�QRW�HQWLWOHG�WR�LPPXQLW\
XQGHU�WKH�35(3�$FW��RU�WKH�8�6��&RQJUHVV�OLPLWV�RU�HOLPLQDWHV�FRYHUDJH�XQGHU�WKH�35(3�$FW��RU�LI�WKH�OLDELOLW\�SURWHFWLRQV�XQGHU�WKH�35(3�$FW�DUH�QRW
DGHTXDWH�WR�FRYHU�DOO�FODLPV��ZH�PD\�LQFXU�VXEVWDQWLDO�OLDELOLWLHV��5HJDUGOHVV�RI�PHULW�RU�HYHQWXDO�RXWFRPH��SURGXFW�OLDELOLW\�FODLPV�PD\�UHVXOW�LQ
GHFUHDVHG�GHPDQG�IRU�RXU�VHUYLFHV��LQMXU\�WR�RXU�UHSXWDWLRQ��FRVWV�WR�GHIHQG�OLWLJDWLRQ��ORVV�RI�UHYHQXH��DQG�VXEVWDQWLDO�PRQH\�DZDUGV�WR
FXVWRPHUV�

5LVNV�5HODWHG�WR�WKH�6\QWKHWLF�%LRORJ\�,QGXVWU\

5DSLGO\�FKDQJLQJ�WHFKQRORJ\�DQG�HPHUJLQJ�FRPSHWLWLRQ�LQ�WKH�V\QWKHWLF�ELRORJ\�LQGXVWU\�FRXOG�PDNH�WKH�SODWIRUP��SURJUDPV��DQG�SURGXFWV�ZH
DQG�RXU�FXVWRPHUV�DUH�GHYHORSLQJ�REVROHWH�RU�QRQ�FRPSHWLWLYH�XQOHVV�ZH�FRQWLQXH�WR�GHYHORS�RXU�SODWIRUP�DQG�SXUVXH�QHZ�PDUNHW
RSSRUWXQLWLHV�

7KH�V\QWKHWLF�ELRORJ\�LQGXVWU\�LV�VWLOO�HPHUJLQJ�DQG�LV�FKDUDFWHUL]HG�E\�UDSLG�DQG�VLJQLILFDQW�WHFKQRORJLFDO�FKDQJHV��IUHTXHQW�QHZ�SURGXFW
LQWURGXFWLRQV�DQG�HQKDQFHPHQWV��DQG�HYROYLQJ�LQGXVWU\�GHPDQGV�DQG�VWDQGDUGV��2XU�IXWXUH�VXFFHVV�ZLOO�GHSHQG�RQ�RXU�DELOLW\�WR�VLJQ�DQG�LQLWLDWH
QHZ�SURJUDPV�WKDW�DGGUHVV�WKH�HYROYLQJ�QHHGV�RI�RXU�FXVWRPHUV�RQ�D�WLPHO\�DQG�FRVW�HIIHFWLYH�EDVLV��WR�DGYDQFH�H[LVWLQJ�SURJUDPV�DQG�WR�SXUVXH
QHZ�PDUNHW�RSSRUWXQLWLHV�WKDW�GHYHORS�DV�D�UHVXOW�RI�WHFKQRORJLFDO�DQG�VFLHQWLILF�DGYDQFHV��$GGLWLRQDOO\��RXU�FXVWRPHUV�PD\�IDFH�VLJQLILFDQW
FRPSHWLWLRQ�RU�RWKHU�ULVNV�ZKLFK�PD\�DGYHUVHO\�LPSDFW�RXU�EXVLQHVV�DQG�UHVXOWV�RI�RSHUDWLRQV�

7KHUH�DUH�D�QXPEHU�RI�FRPSDQLHV�LQ�WKH�EURDGHU�V\QWKHWLF�ELRORJ\�LQGXVWU\��DQG�RXU�IXWXUH�VXFFHVV�ZLOO�GHSHQG�RQ�RXU�DELOLW\�WR�PDLQWDLQ�D
FRPSHWLWLYH�SRVLWLRQ�ZLWK�UHVSHFW�WR�WHFKQRORJLFDO�DGYDQFHV��7HFKQRORJLFDO�GHYHORSPHQWV��LQFOXGLQJ�HPHUJLQJ�$,�WHFKQRORJLHV��PD\�UHVXOW�LQ�RXU
SODWIRUP�EHFRPLQJ�REVROHWH��2XU�DELOLW\�WR�FRPSHWH�VXFFHVVIXOO\�ZLOO�GHSHQG�RQ�RXU�DELOLW\�WR�GHYHORS�SURSULHWDU\�WHFKQRORJLHV�WKDW�HQDEOH�RXU
FXVWRPHUV�WR�GHYHORS�SURGXFWV�XVLQJ�RXU�SODWIRUP�LQ�D�PDQQHU�WKDW�LV�HLWKHU�OHVV�H[SHQVLYH��IDVWHU��VXSHULRU�RU�RWKHUZLVH�GLIIHUHQWLDWHG�IURP�ZKDW�D
FRPSHWLWRU¶V�WHFKQRORJLHV�DQG�SURGXFWV�PLJKW�HQDEOH��,I�ZH�DUH�XQDEOH�WR�FRQWLQXH�WR�VXFFHVVIXOO\�DGYDQFH�RXU�SODWIRUP�RU�WKH�VHUYLFHV�LW�SURYLGHV
DW�VFDOH��RU�LI�RXU�FXVWRPHUV�DUH�XQDEOH�WR�FRPPHUFLDOL]H�WKH�SURGXFWV�RU�SURFHVVHV�PDGH�RU�LPSURYHG�XSRQ�E\�XVLQJ�RXU�SODWIRUP��RXU�EXVLQHVV�DQG
UHVXOWV�RI�RSHUDWLRQV�ZLOO�EH�DGYHUVHO\�LPSDFWHG�

'XH�WR�WKH�VLJQLILFDQW�OHDG�WLPH�LQYROYHG�LQ�ODXQFKLQJ�D�QHZ�SURJUDP�RU�GHYHORSLQJ�D�QHZ�SURGXFW�RU�SURFHVV�XVLQJ�RXU�SODWIRUP��RXU�FXVWRPHUV�DUH
UHTXLUHG�WR�PDNH�D�QXPEHU�RI�DVVXPSWLRQV�DQG�HVWLPDWHV�UHJDUGLQJ�WKH�FRPPHUFLDO�IHDVLELOLW\�RI�D�QHZ�SURGXFW��LQFOXGLQJ�DVVXPSWLRQV�DQG
HVWLPDWHV�UHJDUGLQJ�WKH�VL]H�RI�DQ�HPHUJLQJ�SURGXFW�FDWHJRU\�DQG�GHPDQG�IRU�WKRVH�HQG�SURGXFWV�DQG�SURFHVVHV�ZKLFK�ZLOO�XVH�RXU�WHFKQRORJ\��WKH
DELOLW\�WR�VFDOH�XS�PDQXIDFWXULQJ�SURFHVVHV�WR�SURGXFH�D�SURGXFW�RQ�D�FRPPHUFLDO�VFDOH��WKH�DELOLW\�WR�SHQHWUDWH�WKDW�HPHUJLQJ�SURGXFW�FDWHJRU\�
FXVWRPHU�DGRSWLRQ�RI�D�GRZQVWUHDP�SURGXFW��WKH�H[LVWHQFH�RU�QRQ�H[LVWHQFH�RI�SURGXFWV�EHLQJ�VLPXOWDQHRXVO\�GHYHORSHG�E\�FRPSHWLWRUV��SRWHQWLDO
PDUNHW�SHQHWUDWLRQ�DQG�REVROHVFHQFH��SODQQHG�RU�XQSODQQHG��$V�D�UHVXOW��LW�LV�SRVVLEOH�WKDW�ZH�PD\�FRPPHQFH�D�QHZ�SURJUDP�ZLWK�D�FXVWRPHU�ZKR
ZLVKHV�WR�GHYHORS�D�SURGXFW�RU�SURFHVV�WKDW�KDV�EHHQ�GLVSODFHG�E\�WKH�WLPH�RI�ODXQFK��DGGUHVVHV�D�PDUNHW�WKDW�QR�ORQJHU�H[LVWV�RU�LV�VPDOOHU�WKDQ
SUHYLRXVO\�WKRXJKW��WKDW�HQG�FRQVXPHUV�GR�QRW�OLNH�RU�RWKHUZLVH�LV�QRW�FRPSHWLWLYH�DW�WKH�WLPH�RI�ODXQFK��LQ�HDFK�FDVH��DIWHU�WKH�LQFXUUHQFH�RI
VLJQLILFDQW�RSSRUWXQLW\�FRVWV�RQ�RXU�SDUW�WR�GHYHORS�VXFK�SURGXFW��7KH�XOWLPDWH�VXFFHVV�RI�WKH�SURGXFWV�GHYHORSHG�E\�RXU�FXVWRPHUV�XVLQJ�RXU
VHUYLFHV�PD\�EH�GHSHQGHQW�RQ�WKH�VXFFHVV�RI�RWKHU�PDUNHWV�LQ�ZKLFK�ZH�RU�RXU�FXVWRPHUV�GR�QRW�RSHUDWH�LQ�RU�KDYH�NQRZOHGJH�RU�H[SHUWLVH�RU
ZKLFK��LQ�HDFK�FDVH��PD\�QRW�UHDFK�WKH�VL]H�DQWLFLSDWHG�E\�XV�RU�RXU�FXVWRPHUV�RU�PD\�EH�UHSODFHG�E\�DQRWKHU�HPHUJLQJ�SURGXFW�FDWHJRU\�RU
HOLPLQDWHG�HQWLUHO\�

7KH�PDUNHW��LQFOXGLQJ�FXVWRPHUV�DQG�SRWHQWLDO�LQYHVWRUV��PD\�EH�VNHSWLFDO�RI�RXU�DELOLW\�WR�GHOLYHU�RQ�SURJUDPV�EHFDXVH�WKH\�DUH�EDVHG�RQ�D
UHODWLYHO\�QRYHO�DQG�FRPSOH[�WHFKQRORJ\�

��
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7KH�PDUNHW��LQFOXGLQJ�FXVWRPHUV�DQG�SRWHQWLDO�LQYHVWRUV��PD\�EH�VNHSWLFDO�RI�WKH�YLDELOLW\�DQG�EHQHILWV�RI�ELRHQJLQHHUHG�SURGXFWV�DV�ZHOO�DV�RXU
HQDEOLQJ�DELOLWLHV��LQFOXGLQJ�RXU�SODWIRUP�DQG�SURJUDPV��EHFDXVH�WKH\�DUH�EDVHG�RQ�D�UHODWLYHO\�QRYHO�DSSURDFK�DQG�WKH�DGRSWLRQ�RI�FRPSOH[
WHFKQRORJ\�DQG�EHFDXVH�ZH�DUH�VWLOO�GHPRQVWUDWLQJ�WR�WKH�PDUNHW�WKH�YDOXH�RI�RXU�SODWIRUP��7KHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�RXU�SODWIRUP�DQG
SURJUDPV�ZLOO�EH�XQGHUVWRRG��DSSURYHG��RU�DFFHSWHG�E\�FXVWRPHUV��UHJXODWRUV�DQG�SRWHQWLDO�LQYHVWRUV�RU�WKDW�ZH�ZLOO�EH�DEOH�WR�VHOO�RXU�VHUYLFHV
SURILWDEO\�DW�FRPSHWLWLYH�SULFHV�DQG�ZLWK�IHDWXUHV�VXIILFLHQW�WR�HVWDEOLVK�GHPDQG�

,Q�DGGLWLRQ��LQ�RUGHU�IRU�QRYHO�SURGXFWV�IURP�RXU�SURJUDPV�WR�EH�VXFFHVVIXOO\�FRPPHUFLDOL]HG��VXSSRUW�IURP�WKH�HQWLUH�UHOHYDQW�VXSSO\�FKDLQ�LV
QHHGHG��5HODWLRQVKLSV�ZLWK�DOO�SDUWV�RI�WKH�VXSSO\�FKDLQ�DUH�LPSRUWDQW�LQ�RUGHU�WR�JDLQ�YLVLELOLW\�LQWR�PDUNHW�WUHQGV�DQG�IHDWXUH�DQG�VSHFLILFDWLRQ
UHTXLUHPHQWV�DQG�LQ�RUGHU�WR�HQVXUH�FXVWRPHUV�DUH�DEOH�WR�VXFFHVVIXOO\�PDQXIDFWXUH�WKHLU�SURGXFWV��REWDLQ�UHJXODWRU\�DSSURYDO�DQG�JDLQ�DFFHVV�WR
NH\�GLVWULEXWLRQ�FKDQQHOV��,I�ZH�DUH�XQDEOH�WR�FRQYLQFH�WKHVH�SRWHQWLDO�FXVWRPHUV��WKHLU�VXSSOLHUV��RU�WKH�FRQVXPHUV�ZKR�SXUFKDVH�SURGXFWV
FRQWDLQLQJ�RU�PDGH�RU�GHYHORSHG�XVLQJ�HQJLQHHUHG�FHOOV�DQG�RU�ELRPDQXIDFWXULQJ�SURFHVVHV��RI�WKH�XWLOLW\�DQG�YDOXH�RI�VXFK�SURGXFWV�RU�WKDW�VXFK
SURGXFWV�DUH�VXSHULRU�WR�WKH�SURGXFWV�WKH\�FXUUHQWO\�XVH��ZH�ZLOO�QRW�EH�VXFFHVVIXO�LQ�HQWHULQJ�WKHVH�PDUNHWV�DQG�RXU�EXVLQHVV�DQG�UHVXOWV�RI
RSHUDWLRQV�ZLOO�EH�DGYHUVHO\�DIIHFWHG��,I�SRWHQWLDO�LQYHVWRUV�DUH�VNHSWLFDO�RI�WKH�VXFFHVV�RI�RXU�SODWIRUP�RU�FHOO�SURJUDPV��RXU�DELOLW\�WR�UDLVH�FDSLWDO
DQG�WKH�YDOXH�RI�RXU�FRPPRQ�VWRFN�PD\�EH�DGYHUVHO\�DIIHFWHG�

(WKLFDO��OHJDO�DQG�VRFLDO�FRQFHUQV�DERXW�*02V�DQG�*HQHWLFDOO\�0RGLILHG�0DWHULDOV�DQG�WKHLU�UHVXOWLQJ�SURGXFWV�FRXOG�OLPLW�RU�SUHYHQW�WKH�XVH
RI�SURGXFWV�RU�SURFHVVHV�XVLQJ�RXU�WHFKQRORJLHV��OLPLW�SXEOLF�DFFHSWDQFH�RI�VXFK�SURGXFWV�RU�SURFHVVHV�DQG�OLPLW�RXU�UHYHQXHV�

2XU�WHFKQRORJLHV�DQG�WKH�WHFKQRORJLHV�RI�RXU�FXVWRPHUV�LQYROYH�WKH�XVH�RI�JHQHWLFDOO\�PRGLILHG�FHOOV��RUJDQLVPV�DQG�ELRPDWHULDOV��LQFOXGLQJ�
ZLWKRXW�OLPLWDWLRQ��*02V��*00V��*HQHWLFDOO\�0RGLILHG�0DWHULDOV�DQG�WKHLU�UHVSHFWLYH�SURGXFWV��7KH�XVH��SURGXFWLRQ�DQG�PDUNHWLQJ�RI�*HQHWLFDOO\
0RGLILHG�0DWHULDOV�DUH�VXEMHFW�WR�ODZV�DQG�UHJXODWLRQV�LQ�PDQ\�FRXQWULHV��VRPH�RI�ZKLFK�DUH�QHZ�DQG�VRPH�RI�ZKLFK�DUH�VWLOO�HYROYLQJ��,Q�WKH
8QLWHG�6WDWHV��WKH�)'$��WKH�(3$�DQG�WKH�86'$�DUH�WKH�SULPDU\�DJHQFLHV�WKDW�UHJXODWH�WKH�XVH�RI�*02V��*00V�DQG�SRWHQWLDO�SURGXFWV�GHULYHG
IURP�*02V�RU�*00V��,I�UHJXODWRU\�DSSURYDO�RI�WKH�*HQHWLFDOO\�0RGLILHG�0DWHULDOV�RU�UHVXOWLQJ�SURGXFWV�LV�QRW�VHFXUHG��RXU�EXVLQHVV�RSHUDWLRQV�
ILQDQFLDO�FRQGLWLRQ�DQG�RXU�DELOLW\�WR�JURZ�DV�D�EXVLQHVV�FRXOG�EH�DGYHUVHO\�DIIHFWHG��:H�H[SHFW�WR�HQFRXQWHU�UHJXODWLRQV�UHJDUGLQJ�*HQHWLFDOO\
0RGLILHG�0DWHULDOV�LQ�PRVW��LI�QRW�DOO��RI�WKH�FRXQWULHV�LQ�ZKLFK�RXU�FXVWRPHUV�PD\�VHHN�WR�HVWDEOLVK�SURGXFWLRQ�FDSDELOLWLHV�RU�VHOO�WKHLU�SURGXFWV
DQG�WKH�VFRSH�DQG�QDWXUH�RI�WKHVH�UHJXODWLRQV�ZLOO�OLNHO\�EH�GLIIHUHQW�IURP�FRXQWU\�WR�FRXQWU\��*RYHUQPHQWDO�DXWKRULWLHV�FRXOG��IRU�VDIHW\��VRFLDO�RU
RWKHU�SXUSRVHV��LPSRVH�OLPLWV�RQ��RU�LPSOHPHQW�UHJXODWLRQ�RI��WKH�XVH��SURGXFWLRQ�RU�PDUNHWLQJ�RI�*HQHWLFDOO\�0RGLILHG�0DWHULDOV��,I�RXU�FXVWRPHUV
FDQQRW�PHHW�WKH�DSSOLFDEOH�UHTXLUHPHQWV�LQ�RWKHU�FRXQWULHV�LQ�ZKLFK�WKH\�LQWHQG�WR�SURGXFH�RU�VHOO�WKHLU�SURGXFWV��RU�LI�LW�WDNHV�ORQJHU�WKDQ
DQWLFLSDWHG�WR�REWDLQ�VXFK�DSSURYDOV��RXU�EXVLQHVV�FRXOG�EH�DGYHUVHO\�DIIHFWHG�

,Q�DGGLWLRQ��SXEOLF�SHUFHSWLRQ�UHJDUGLQJ�WKH�VDIHW\�DQG�HQYLURQPHQWDO�KD]DUGV�RI��DQG�HWKLFDO�FRQFHUQV�RYHU��*HQHWLFDOO\�0RGLILHG�0DWHULDOV�RU�WKH
SURFHVVHV�XVHG�WR�FUHDWH�WKHP��LQFOXGLQJ�JHQH�HGLWLQJ�RU�JHQH�UHJXODWLQJ�WHFKQRORJLHV��FRXOG�LQIOXHQFH�SXEOLF�DFFHSWDQFH�RI�RXU�DQG�RXU
FXVWRPHUV¶�WHFKQRORJLHV��SURGXFWV��DQG�SURFHVVHV��)RU�LQVWDQFH��FHUWDLQ�DGYRFDF\�JURXSV�HQJDJH�LQ�HIIRUWV�WKDW�LQFOXGH�UHJXODWRU\�OHJDO�FKDOOHQJHV
DQG�ODEHOLQJ�FDPSDLJQV�IRU�JHQHWLFDOO\�PRGLILHG�SURGXFWV��DV�ZHOO�DV�DSSOLFDWLRQ�RI�SUHVVXUH�WR�FRQVXPHU�UHWDLO�RXWOHWV�VHHNLQJ�D�FRPPLWPHQW�QRW�WR
FDUU\�JHQHWLFDOO\�PRGLILHG�IRRGV��7KHVH�JURXSV�LQ�WKH�SDVW�KDYH�SUHVVXUHG�UHWDLO�IRRG�RXWOHWV�DQG�JURFHU\�VWRUH�FKDLQV�WR�SXEOLFO\�VWDWH�WKDW�WKH\
ZLOO�QRW�FDUU\�JHQHWLFDOO\�PRGLILHG�IRRGV�DQG�KDYH�SUHVVXUHG�IRRG�EUDQGV�WR�SXEOLFO\�VWDWH�WKDW�WKH\�ZLOO�QRW�XVH�LQJUHGLHQWV�SURGXFHG�E\
JHQHWLFDOO\�PRGLILHG�PLFUREHV��,Q�DGGLWLRQ��FHUWDLQ�ODEHOLQJ�UHODWHG�LQLWLDWLYHV�KDYH�KHLJKWHQHG�FRQVXPHU�DZDUHQHVV�RI�*02V��ZKLFK�PD\�PDNH
FRQVXPHUV�OHVV�OLNHO\�WR�SXUFKDVH�SURGXFWV�FRQWDLQLQJ�*02�LQJUHGLHQWV��DQG�FRXOG�KDYH�D�QHJDWLYH�LPSDFW�RQ�WKH�FRPPHUFLDO�VXFFHVV�RI�RXU
FXVWRPHUV¶�SURGXFWV�DQG�SURJUDPV��7KHVH�FRQFHUQV�FRXOG�UHVXOW�LQ�LQFUHDVHG�H[SHQVHV��UHJXODWRU\�VFUXWLQ\��GHOD\V�RU�RWKHU�LPSHGLPHQWV�WR�RXU
SURJUDPV��7KH�VXEMHFW�RI�*HQHWLFDOO\�0RGLILHG�0DWHULDOV�KDV�UHFHLYHG�QHJDWLYH�SXEOLFLW\��ZKLFK�KDV�DURXVHG�SXEOLF�GHEDWH��7KLV�DGYHUVH�SXEOLFLW\
KDV�OHG�WR��DQG�FRXOG�FRQWLQXH�WR�OHDG�WR��JUHDWHU�UHJXODWLRQ�DQG�WUDGH�UHVWULFWLRQV�RQ�LPSRUWV�RI�*HQHWLFDOO\�0RGLILHG�0DWHULDOV�RU�WKHLU�UHVXOWLQJ
SURGXFWV��,Q�DGGLWLRQ��ZH�KDYH�H[SDQGHG�LQWR�WKH�(XURSHDQ�8QLRQ�PDUNHW��ZKLFK�KDV�LQFUHDVHG�JRYHUQPHQW�UHJXODWLRQ�DQG�VFUXWLQ\�RYHU�JHQHWLFDOO\
PRGLILHG�SURGXFWV��7KHUH�LV�D�ULVN�WKDW�SURGXFWV�SURGXFHG�XVLQJ�RXU�WHFKQRORJLHV�FRXOG�FDXVH�DGYHUVH�KHDOWK�HIIHFWV�RU�RWKHU�DGYHUVH�HYHQWV�
ZKLFK�FRXOG�DOVR�OHDG�WR�QHJDWLYH�SXEOLFLW\��UHJXODWRU\�DFWLRQ�RU�SULYDWH�OLWLJDWLRQ��,I�ZH�DUH�XQDEOH�WR�RYHUFRPH�WKH�HWKLFDO��OHJDO�DQG�VRFLDO
FRQFHUQV�UHODWLQJ�WR�JHQHWLF�HQJLQHHULQJ��RXU�SURJUDPV�FRXOG�IDFH�LQFUHDVHG�H[SHQVHV��UHJXODWRU\�VFUXWLQ\��GHOD\V�RU�RWKHU�LPSHGLPHQWV�WR�GHOLYHU
RXU�SURJUDPV�RU�WKH�FRPPHUFLDOL]DWLRQ�RI�UHVXOWLQJ�SURGXFWV�DQG�SURFHVVHV�

5LVNV�5HODWHG�WR�,QWHOOHFWXDO�3URSHUW\
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,I�ZH�DUH�XQDEOH�WR�REWDLQ��PDLQWDLQ�DQG�GHIHQG�SDWHQWV�SURWHFWLQJ�RXU�LQWHOOHFWXDO�SURSHUW\��RXU�FRPSHWLWLYH�SRVLWLRQ�FRXOG�EH�KDUPHG�

2XU�VXFFHVV�GHSHQGV�LQ�SDUW�RQ�RXU�DELOLW\�WR�REWDLQ�DQG�PDLQWDLQ�LQWHOOHFWXDO�SURSHUW\�SURWHFWLRQ�IRU�RXU�SURSULHWDU\�WHFKQRORJLHV��:H�SURWHFW�RXU
SURSULHWDU\�WHFKQRORJLHV�WKURXJK�SDWHQWV�DQG�WUDGH�VHFUHWV��ERWK�RI�ZKLFK�HQWDLO�ULVN��,I�ZH�DUH�XQDEOH�WR�REWDLQ��PDLQWDLQ�RU�SURWHFW�LQWHOOHFWXDO
SURSHUW\�ULJKWV�UHODWHG�WR�RXU�WHFKQRORJ\��RU�LI�RXU�LQWHOOHFWXDO�SURSHUW\�ULJKWV�DUH�LQDGHTXDWH��RXU�FRPSHWLWLYH�SRVLWLRQ��EXVLQHVV��ILQDQFLDO
FRQGLWLRQV��UHVXOWV�RI�RSHUDWLRQV�DQG�SURVSHFWV�PD\�EH�KDUPHG�

%HFDXVH�RI�WKH�YROXPH�DQG�QDWXUH�RI�RXU�LQYHQWLRQV��SDWHQW�SURWHFWLRQ�PD\�QRW�EH�SUDFWLFDEOH��DYDLODEOH��RU�DSSURSULDWH�IRU�VRPH�DVSHFWV�RI�RXU
SURSULHWDU\�WHFKQRORJLHV��:KLOH�ZH�RZQ�SDWHQWV�DQG�SHQGLQJ�SDWHQW�DSSOLFDWLRQV�LQ�WKH�8QLWHG�6WDWHV�DQG�LQ�IRUHLJQ�MXULVGLFWLRQV��WKHVH
DSSOLFDWLRQV�GR�QRW�HQVXUH�WKH�SURWHFWLRQ�RI�RXU�LQWHOOHFWXDO�SURSHUW\��7KHUH�PD\�EH�SULRU�DUW�RI�ZKLFK�ZH�DUH�QRW�DZDUH��$GGLWLRQDOO\��REWDLQLQJ�
PDLQWDLQLQJ��GHIHQGLQJ�DQG�HQIRUFLQJ�SDWHQWV�LV�FRVWO\��WLPH�FRQVXPLQJ�DQG�FRPSOH[��DQG�ZH�PD\�QRW�EH�DEOH�WR�ILOH�DQG�SURVHFXWH�DOO�QHFHVVDU\�RU
GHVLUDEOH�SDWHQW�DSSOLFDWLRQV��RU�PDLQWDLQ�DQG�HQIRUFH�DQ\�SDWHQWV�WKDW�PD\�LVVXH�IURP�VXFK�SDWHQW�DSSOLFDWLRQV�DW�D�UHDVRQDEOH�FRVW�RU�LQ�D�WLPHO\
PDQQHU��$V�D�UHVXOW�RI�RXU�UHVWUXFWXULQJ�DQG�FRVW�UHGXFWLRQ�HIIRUWV��ZH�KDYH�GHWHUPLQHG�WR�UHGXFH�WKH�VL]H�RI�RXU�SDWHQW�SRUWIROLR�DQG��WKHUHIRUH�
VRPH�RI�RXU�LQWHOOHFWXDO�SURSHUW\�DVVHWV�PD\�EH�LQDGHTXDWH�SURWHFWHG��,W�LV�DOVR�SRVVLEOH�WKDW�ZH�ZLOO�IDLO�WR�LGHQWLI\�SDWHQWDEOH�DVSHFWV�RI�RXU
WHFKQRORJLHV�EHIRUH�LW�LV�WRR�ODWH�WR�REWDLQ�SDWHQW�SURWHFWLRQ��$OWKRXJK�ZH�HQWHU�LQWR�FRQILGHQWLDOLW\�DJUHHPHQWV�ZLWK�SDUWLHV�ZKR�KDYH�DFFHVV�WR
FRQILGHQWLDO�RU�SDWHQWDEOH�DVSHFWV�RI�RXU�5	'�RXWSXW��VXFK�DV�RXU�HPSOR\HHV��FROODERUDWRUV��FRQVXOWDQWV��DGYLVRUV�DQG�RWKHU�WKLUG�SDUWLHV��DQ\�RI
WKHVH�SDUWLHV�PD\�EUHDFK�WKH�DJUHHPHQWV�DQG�GLVFORVH�VXFK�RXWSXW�EHIRUH�D�SDWHQW�DSSOLFDWLRQ�LV�ILOHG��WKHUHE\�MHRSDUGL]LQJ�RXU�DELOLW\�WR�VHHN
SDWHQW�SURWHFWLRQ�

)XUWKHU��SHQGLQJ�DSSOLFDWLRQV�PD\�QRW�EH�LVVXHG�RU�PD\�EH�LVVXHG�ZLWK�FODLPV�VLJQLILFDQWO\�QDUURZHU�WKDQ�ZH�FXUUHQWO\�VHHN��3DWHQWV�IRU�ZKLFK
FODLPV�KDYH�EHHQ�DOORZHG�PD\�EH�VXFFHVVIXOO\�FKDOOHQJHG�DQG�LQYDOLGDWHG��8QOHVV�DQG�XQWLO�RXU�SHQGLQJ�DSSOLFDWLRQV�LVVXH��WKHLU�SURWHFWLYH�VFRSH
LV�LPSRVVLEOH�WR�GHWHUPLQH�DQG��HYHQ�DIWHU�LVVXDQFH��WKHLU�SURWHFWLYH�VFRSH�PD\�EH�OLPLWHG�

5HFHQW�FKDQJHV�LQ�SDWHQW�ODZ�PD\�PDNH�SDWHQWV�FRYHULQJ�OLIH�VFLHQFH�LQYHQWLRQV�PRUH�GLIILFXOW�WR�REWDLQ�DQG�HQIRUFH��)XUWKHU�OHJLVODWLYH�FKDQJHV�RU
FKDQJHV�LQ�WKH�LQWHUSUHWDWLRQ�RI�H[LVWLQJ�SDWHQW�ODZ�FRXOG�LQFUHDVH�WKH�XQFHUWDLQW\�DQG�FRVW�VXUURXQGLQJ�WKH�SURVHFXWLRQ�RI�RXU�RZQHG�SDWHQW
DSSOLFDWLRQV�DQG�WKH�PDLQWHQDQFH��HQIRUFHPHQW�RU�GHIHQVH�RI�RXU�RZQHG�SDWHQWV��7KH�/HDK\�6PLWK�$PHULFD�,QYHQWV�$FW��³WKH�/HDK\�6PLWK�$FW´�
LQFOXGHG�FKDQJHV�WKDW�DIIHFW�WKH�ZD\�SDWHQW�DSSOLFDWLRQV�DUH�SURVHFXWHG��UHGHILQH�SULRU�DUW��HQDEOH�WKLUG�SDUW\�VXEPLVVLRQ�RI�SULRU�DUW�WR�WKH�8QLWHG
6WDWHV�3DWHQW�DQG�7UDGHPDUN�2IILFH��³86372´��GXULQJ�SDWHQW�SURVHFXWLRQ��DQG�SURYLGH�FRVW�HIIHFWLYH�DYHQXHV�IRU�FRPSHWLWRUV�DQG�RWKHU�WKLUG
SDUWLHV�WR�FKDOOHQJH�WKH�YDOLGLW\�RI�SDWHQWV�DW�86372�DGPLQLVWHUHG�SRVW�JUDQW�SURFHHGLQJV��LQFOXGLQJ�SRVW�JUDQW�UHYLHZ��LQWHU�SDUWHV�UHYLHZ��DQG
GHULYDWLRQ�SURFHHGLQJV��7KXV��WKH�/HDK\�6PLWK�$FW�DQG�LWV�FRQWLQXHG�LPSOHPHQWDWLRQ�FRXOG�LQFUHDVH�WKH�XQFHUWDLQWLHV�DQG�FRVWV�VXUURXQGLQJ�WKH
SURVHFXWLRQ�RI�RXU�SDWHQW�DSSOLFDWLRQV�DQG�WKH�HQIRUFHPHQW�RU�GHIHQVH�RI�RXU�LVVXHG�SDWHQWV��DOO�RI�ZKLFK�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ
RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��UHVXOWV�RI�RSHUDWLRQV��DQG�SURVSHFWV�

2WKHU�FKDQJHV�LQ�WKH�ODZ�PD\�IXUWKHU�GHWUDFW�IURP�WKH�YDOXH�RI�OLIH�VFLHQFH�SDWHQWV�DQG�IDFLOLWDWH�FKDOOHQJHV�WR�RXU�SDWHQWV��,Q�VRPH�FDVHV��ZH
GHYHORS�LQYHQWLRQV�ZLWK�WKH�DVVLVWDQFH�RI�PDFKLQH�OHDUQLQJ�DQG�RWKHU�FRPSXWDWLRQDO�WRROV�WKDW�PD\�EH�FRQVLGHUHG�WR�EH�$,��DQG�ZH�H[SHFW�WR�XVH
VXFK�WRROV��DQG�WR�XVH�JHQHUDWLYH�$,��LQ�IXWXUH�GHYHORSPHQW��%HFDXVH�WKH�ODZ�LV�LQ�IOX[�ZLWK�UHVSHFW�WR�$,�DVVLVWHG�LQYHQWLRQV��WKHUH�LV�XQFHUWDLQW\
DQG�ULVN�DVVRFLDWHG�ZLWK�SDWHQWLQJ�VXFK�LQYHQWLRQV��'HSHQGLQJ�RQ�IXWXUH�DFWLRQV�E\�WKH�8�6��&RQJUHVV��WKH�IHGHUDO�FRXUWV�DQG�WKH�86372��WKH�ODZV
DQG�UHJXODWLRQV�JRYHUQLQJ�SDWHQWV�FRXOG�FKDQJH�LQ�XQSUHGLFWDEOH�ZD\V�WKDW�FRXOG�KDYH�D�IXUWKHU�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�SDWHQW�ULJKWV�DQG
RXU�DELOLW\�WR�SURWHFW��GHIHQG�DQG�HQIRUFH�RXU�SDWHQW�ULJKWV�LQ�WKH�IXWXUH��,W�LV�DOVR�SRVVLEOH�WKDW�GLVFORVXUH�UHTXLUHPHQWV�ZLWK�UHVSHFW�WR�XVH�RI�$,
WRROV�PD\�EH�LPSRVHG�E\�WKH�SDWHQW�RIILFH��ZKLFK�FRXOG�LQFUHDVH�WKH�FRVW�RI�SDWHQW�SURVHFXWLRQ�DQG�FDXVH�XQFHUWDLQW\�DQG�GHOD\�LQ�WKH�HQIRUFHPHQW
RI�SDWHQW�ULJKWV�

,Q�VRPH�FDVHV��ZH�XVH�JHQHWLF�VHTXHQFH�LQIRUPDWLRQ�IURP�QDWXUDOO\�RFFXUULQJ�RUJDQLVPV��8�6��6XSUHPH�&RXUW�UXOLQJV�KDYH�QDUURZHG�WKH�VFRSH�RI
SDWHQW�SURWHFWLRQ�IRU�QDWXUDOO\�RFFXUULQJ�VHTXHQFHV�DQG�IRU�LQYHQWLRQV�EDVHG�RQ�WKH�REVHUYDWLRQ�DQG�H[SORLWDWLRQ�RI�QDWXUDO�SKHQRPHQD��7KHVH
GHFLVLRQV�KDYH�ZHDNHQHG�WKH�ULJKWV�RI�SDWHQW�RZQHUV�LQ�FHUWDLQ�VLWXDWLRQV��7KH�)HGHUDO�&LUFXLW�DQG�WKH�6XSUHPH�&RXUW�KDYH�DOVR�LVVXHG�D�VHULHV�RI
UXOLQJV�WKDW�FUHDWH�REVWDFOHV�WR�WKH�SDWHQWLQJ�RI�JURXSV�RI�JHQHWLF�VHTXHQFHV�WKDW�VKDUH�IXQFWLRQDO�FKDUDFWHULVWLFV��PDNLQJ�LW�PRUH�GLIILFXOW�WR�REWDLQ
FODLPV�WR�FHUWDLQ�JHQHWLF�FRQVWUXFWV��SDUWLFXODUO\�DQWLERGLHV��7KHVH�FKDQJHV�LQ�WKH�ODZ�KDYH�FUHDWHG�XQFHUWDLQW\�ZLWK�UHVSHFW�WR�WKH�YDOLGLW\�DQG
HQIRUFHDELOLW\�RI�SDWHQWV�FRYHULQJ�QDWXUDO�DQG�HQJLQHHUHG�VHTXHQFHV�

��
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)XUWKHU��WKH�LVVXDQFH�RI�D�SDWHQW�LV�QRW�FRQFOXVLYH�DV�WR�LWV�LQYHQWRUVKLS��VFRSH��YDOLGLW\�RU�HQIRUFHDELOLW\��DQG�RXU�SDWHQWV�PD\�EH�FKDOOHQJHG�LQ�WKH
FRXUWV�RU�SDWHQW�RIILFHV�LQ�WKH�8QLWHG�6WDWHV�DQG�DEURDG��$Q�DGYHUVH�GHWHUPLQDWLRQ�LQ�DQ\�VXFK�FKDOOHQJH�FRXOG�UHVXOW�LQ�ORVV�RI�H[FOXVLYLW\��RU
SDWHQW�FODLPV�EHLQJ�QDUURZHG��LQYDOLGDWHG�RU�KHOG�XQHQIRUFHDEOH��LQ�ZKROH�RU�LQ�SDUW��$Q\�RI�WKHVH�UHVXOWV�FRXOG�OLPLW�RXU�DELOLW\�WR�VWRS�RWKHUV�IURP
XVLQJ�RU�FRPPHUFLDOL]LQJ�VLPLODU�RU�LGHQWLFDO�WHFKQRORJ\�WR�FRPSHWH�GLUHFWO\�ZLWK�XV��,Q�DGGLWLRQ��LI�WKH�EUHDGWK�RU�VWUHQJWK�RI�SURWHFWLRQ�SURYLGHG�E\
RXU�SDWHQWV�RU�SDWHQW�DSSOLFDWLRQV�LV�WKUHDWHQHG��UHJDUGOHVV�RI�WKH�RXWFRPH��LW�FRXOG�GLVVXDGH�FRPSDQLHV�IURP�FROODERUDWLQJ�ZLWK�XV��6XFK
SURFHHGLQJV�DOVR�PD\�UHVXOW�LQ�VXEVWDQWLDO�FRVW�DQG�UHTXLUH�VLJQLILFDQW�WLPH�IURP�RXU�VFLHQWLVWV�DQG�PDQDJHPHQW��HYHQ�LI�WKH�HYHQWXDO�RXWFRPH�LV
IDYRUDEOH�WR�XV�

7KH�ODZV�RI�VRPH�FRXQWULHV�GR�QRW�SURWHFW�LQWHOOHFWXDO�SURSHUW\�ULJKWV�WR�WKH�VDPH�H[WHQW�DV�GR�WKH�ODZV�RI�WKH�8QLWHG�6WDWHV�RU�PD\�DSSO\�GLIIHUHQW
UXOHV�FRQFHUQLQJ�WKH�DVVLJQPHQW�RI�LQWHOOHFWXDO�SURSHUW\�ULJKWV��0DQ\�FRPSDQLHV�KDYH�HQFRXQWHUHG�VLJQLILFDQW�SUREOHPV�LQ�SURWHFWLQJ�DQG
GHIHQGLQJ�LQWHOOHFWXDO�SURSHUW\�ULJKWV�LQ�FHUWDLQ�MXULVGLFWLRQV��:H�PD\�HQFRXQWHU�VLPLODU�GLIILFXOWLHV��SDUWLFXODUO\�DV�ZH�H[SDQG�WR�ZRUN�ZLWK�IRUHLJQ
HPSOR\HHV�DQG�FRQWUDFWRUV�DQG�H[SDQG�RXU�FROODERUDWLRQ�DFWLYLWLHV�LQWR�IRUHLJQ�PDUNHWV��7KH�OHJDO�V\VWHPV�RI�FHUWDLQ�FRXQWULHV��SDUWLFXODUO\�FHUWDLQ
GHYHORSLQJ�FRXQWULHV��GR�QRW�IDYRU�WKH�HQIRUFHPHQW�RI�SDWHQWV�E\�IRUHLJQ�KROGHUV�DQG��LQ�VRPH�FDVHV��GR�QRW�IDYRU�WKH�HQIRUFHPHQW�RI�SDWHQWV�DW�DOO�
SDUWLFXODUO\�SDWHQWV�LQ�WKH�OLIH�VFLHQFHV��7KLV�FRXOG�PDNH�LW�GLIILFXOW�IRU�XV�WR�VWRS�WKH�LQIULQJHPHQW�RI�RXU�SDWHQWV��3URFHHGLQJV�WR�HQIRUFH�RXU�SDWHQW
ULJKWV�LQ�IRUHLJQ�MXULVGLFWLRQV�FRXOG�UHVXOW�LQ�VXEVWDQWLDO�FRVWV�DQG�GLYHUW�RXU�HIIRUWV�DQG�DWWHQWLRQ�IURP�RWKHU�DVSHFWV�RI�RXU�EXVLQHVV�DQG�FRXOG�EH
XQVXFFHVVIXO�

5HGXFWLRQV�LQ�WKH�VFRSH�RU�HQIRUFHDELOLW\�RI�RXU�SDWHQW�SURWHFWLRQ�PD\�DGYHUVHO\�DIIHFW�RXU�FXVWRPHUV¶�DELOLW\�WR�FRPPHUFLDOL]H�WKHLU�SURGXFWV�DQG
PD\�WKXV�UHGXFH�RXU�GRZQVWUHDP�YDOXH�IURP�UR\DOWLHV��FRPPHUFLDO�PLOHVWRQH�SD\PHQWV�DQG�RU�HTXLW\�

,I�ZH�DUH�XQDEOH�WR�SURWHFW�WKH�FRQILGHQWLDOLW\�RI�RXU�WUDGH�VHFUHWV��RXU�EXVLQHVV�DQG�FRPSHWLWLYH�SRVLWLRQ�PD\�EH�KDUPHG�

%HFDXVH�SDWHQW�SURWHFWLRQ�PD\�QRW�EH�DYDLODEOH�RU�DSSURSULDWH�IRU�VLJQLILFDQW�DVSHFWV�RI�WKH�WHFKQRORJ\�ZH�DUH�GHYHORSLQJ��RXU�VXFFHVV�PD\
GHSHQG�LQ�ODUJH�SDUW�RQ�RXU�SURSULHWDU\�LQIRUPDWLRQ��LQFOXGLQJ�JHQHWLF�DQG�RWKHU�FKHPLFDO�DQG�ELRORJLFDO�GDWD��SURFHVVHV��NQRZ�KRZ��DQG�RWKHU�WUDGH
VHFUHWV�GHYHORSHG�RYHU�\HDUV�RI�5	'��VRPH�RI�ZKLFK�DUH�HPERGLHG�LQ�SURSULHWDU\�VRIWZDUH��:H�UHO\�KHDYLO\�RQ�WUDGH�VHFUHW�SURWHFWLRQV��HVSHFLDOO\
LQ�FDVHV�ZKHUH�ZH�EHOLHYH�SDWHQWV�RU�RWKHU�IRUPV�RI�UHJLVWHUHG�LQWHOOHFWXDO�SURSHUW\�SURWHFWLRQ�PD\�QRW�EH�DSSURSULDWH�RU�REWDLQDEOH��+RZHYHU��WUDGH
VHFUHWV�DUH�GLIILFXOW�WR�SURWHFW��7KH�VHFUHF\�RI�WKH�&RPSDQ\¶V�WUDGH�VHFUHWV�PXVW�EH�PDLQWDLQHG�IRU�WKHP�WR�UHWDLQ�WKHLU�VWDWXV�DQG�SURWHFWLRQ�DV�WUDGH
VHFUHWV��:KLOH�ZH�VWULYH�WR�SURWHFW�WKH�VHFUHF\�RI�RXU�WUDGH�VHFUHWV�DQG�RWKHU�SURSULHWDU\�LQIRUPDWLRQ��LQFOXGLQJ�E\�UHTXLULQJ�RXU�HPSOR\HHV�
FXVWRPHUV��FRQVXOWDQWV��DQG�FRQWUDFWRUV�WR�HQWHU�LQWR�FRQILGHQWLDOLW\�DJUHHPHQWV�DQG�LQVWLWXWLQJ�PXOWLOD\HUHG�SURWHFWLRQV�FRYHULQJ�RXU�GLJLWDO
HQYLURQPHQW�DQG�ELRPDWHULDOV��ZH�PD\�QRW�EH�DEOH�WR�DGHTXDWHO\�SURWHFW�RXU�WUDGH�VHFUHWV�RU�RWKHU�SURSULHWDU\�LQIRUPDWLRQ��:H�FDQQRW�JXDUDQWHH
WKDW�ZH�KDYH�HQWHUHG�LQWR�VXFK�DJUHHPHQWV�ZLWK�HYHU\�SDUW\�WKDW�PD\�KDYH�RU�KDV�KDG�DFFHVV�WR�RXU�WUDGH�VHFUHWV��ELRPDWHULDOV�RU�SURSULHWDU\
WHFKQRORJ\�DQG�SURFHVVHV��)XUWKHU��GHVSLWH�WKHVH�HIIRUWV��DQ\�RI�WKHVH�SDUWLHV�PD\�EUHDFK�WKH�DJUHHPHQWV�DQG�GLVFORVH�RXU�SURSULHWDU\�LQIRUPDWLRQ�
LQFOXGLQJ�RXU�WUDGH�VHFUHWV��DQG�ZH�PD\�QRW�EH�DEOH�WR�REWDLQ�DGHTXDWH�UHPHGLHV�IRU�VXFK�EUHDFKHV�

:H�VHHN�WR�SUHVHUYH�WKH�LQWHJULW\�DQG�FRQILGHQWLDOLW\�RI�RXU�LQIRUPDWLRQ�E\�PDLQWDLQLQJ�SK\VLFDO�VHFXULW\�RI�RXU�SUHPLVHV�DQG�SK\VLFDO�DQG
HOHFWURQLF�VHFXULW\�RI�RXU�LQIRUPDWLRQ�WHFKQRORJ\�V\VWHPV��EXW�LW�LV�SRVVLEOH�WKDW�WKHVH�VHFXULW\�PHDVXUHV�FRXOG�EH�EUHDFKHG��:H�DOVR�UHO\�RQ
V\VWHPV�SURYLGHG�E\�WKLUG�SDUWLHV��ZKLFK�PD\�VXIIHU�VHFXULW\�EUHDFKHV�RU�LQFLGHQWV��6XFK�VHFXULW\�EUHDFKHV�PD\�EH�LQDGYHUWHQW�RU�PD\�FRPH�DERXW
GXH�WR�LQWHQWLRQDO�PLVFRQGXFW�RU�RWKHU�PDOIHDVDQFH�RU�E\�KXPDQ�HUURU�RU�WHFKQLFDO�PDOIXQFWLRQV��LQFOXGLQJ�WKRVH�FDXVHG�E\�KDFNHUV��HPSOR\HHV�
FRQWUDFWRUV��RU�YHQGRUV��,W�PD\�EH�GLIILFXOW�RU�LPSRVVLEOH�WR�UHFRYHU�WUDGH�VHFUHWV�RU�RWKHU�FRQILGHQWLDO�LQIRUPDWLRQ�RQFH�LW�LV�KDFNHG��DQG�KDFNHUV
PD\�RSHUDWH�IURP�MXULVGLFWLRQV�WKDW�ZLOO�QRW�FRRSHUDWH�ZLWK�VXFK�HIIRUWV��(QIRUFLQJ�DQ\�FODLP�WKDW�D�WKLUG�SDUW\�XQODZIXOO\�REWDLQHG�DQG�LV�XVLQJ�DQ\
RI�RXU�WUDGH�VHFUHWV�LV�H[SHQVLYH�DQG�WLPH�FRQVXPLQJ��DQG�WKH�RXWFRPH�LV�XQSUHGLFWDEOH��,Q�DGGLWLRQ��FRXUWV�LQ�VRPH�MXULVGLFWLRQV�DUH�OHVV�ZLOOLQJ�RU
XQZLOOLQJ�WR�SURWHFW�WUDGH�VHFUHWV�HYHQ�ZKHQ�D�KDFNHU�RU�WKLHI�FDQ�EH�LGHQWLILHG�

2XU�FRPSHWLWRUV�PD\�ODZIXOO\�REWDLQ�RU�LQGHSHQGHQWO\�GHYHORS�NQRZOHGJH�WKDW�LV�HTXLYDOHQW�WR�RQH�RU�PRUH�RI�RXU�WUDGH�VHFUHWV��:HUH�WKH\�WR�GR
VR��ZH�ZRXOG�EH�XQDEOH�WR�SUHYHQW�WKHP�IURP�XVLQJ�WKDW�LQGHSHQGHQWO\�GHYHORSHG�NQRZOHGJH��6XFK�D�FRPSHWLWRU�FRXOG�FODLP�WKDW�ZH�KDG�OHDUQHG
WKH�WUDGH�VHFUHW�IURP�WKHP�DQG�EULQJ�DQ�DFWLRQ�DJDLQVW�XV�RQ�WKDW�EDVLV��,I�DQ\�RI�RXU�WUDGH�VHFUHWV�ZHUH�WR�EH�GLVFORVHG�WR�RU�LQGHSHQGHQWO\
GHYHORSHG�E\�D�FRPSHWLWRU�RU�RWKHU�WKLUG�SDUW\��RXU�FRPSHWLWLYH�SRVLWLRQ�FRXOG�EH�PDWHULDOO\�DQG�DGYHUVHO\�KDUPHG��0RUHRYHU��D�FRPSHWLWRU�FRXOG
ILOH�IRU�SDWHQW�SURWHFWLRQ�FRYHULQJ�LQWHOOHFWXDO�SURSHUW\�WKDW�ZH�KDYH�FKRVHQ�WR�SURWHFW�DV�D�WUDGH�VHFUHW��,Q�VXFK�D�FDVH��ZH�PLJKW�EH�UHVWULFWHG�RU
H[FOXGHG�IURP�XVLQJ�WKDW�LQWHOOHFWXDO�SURSHUW\�HYHQ�LI�ZH�KDG�GHYHORSHG�LW�EHIRUH�RXU�FRPSHWLWRU�GLG�
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2XU�IDFLOLWLHV�KROG�ODUJH�FROOHFWLRQV�RI�PLFURELDO�VWUDLQV��FHOO�OLQHV�DQG�RWKHU�ELRPDWHULDOV��)DLOXUH�WR�LPSOHPHQW�DGHTXDWH�FRQWUROV�DQG�SURWHFWLRQV�
IDLOXUH�WR�LPSOHPHQW�DGHTXDWH�GLVSRVDO�SURFHGXUHV��XQDXWKRUL]HG�YLVLWRUV�LQ�WKH�ODEV��RU�FXVWRPHUV¶�IDLOXUH�WR�DGHTXDWHO\�SURWHFW�ELRORJLFDO�PDWHULDOV
FDQ�SXW�XV�DQG�RXU�FXVWRPHUV�DW�ULVN�RI�ORVLQJ�YDOXDEOH�DVVHWV�WKURXJK�QHJOLJHQFH�RU�WKHIW�DQG�HQDEOLQJ�WKH�XVH�RI�WKRVH�ORVW�PDWHULDOV�E\�RXU
FRPSHWLWRUV��:KLOH�ZH�EHOLHYH�WKDW�ZH�WDNH�UHDVRQDEOH�PHDVXUHV�WR�SURWHFW�WKH�VHFXULW\�RI�ELRPDWHULDOV�RZQHG�E\�XV�RU�RXU�FXVWRPHUV��LW�LV�SRVVLEOH
WKDW�RXU�VHFXULW\�FRQWUROV�DQG�SUDFWLFHV�PD\�QRW�SUHYHQW�XQDXWKRUL]HG�RU�RWKHU�LPSURSHU�DFFHVV�WR�VXFK�JHQHWLF�PDWHULDO��$Q\�XQDXWKRUL]HG�DFFHVV�
DFTXLVLWLRQ��XVH��GHVWUXFWLRQ��RU�UHOHDVH�RI�WKH�*02V�ZH�HQJLQHHU�FRXOG�UHVXOW�LQ�RXU�KDYLQJ�H[SRVXUH�WR�VLJQLILFDQW�OLDELOLW\�XQGHU�RXU�FRQWUDFWV��DV
ZHOO�DV�WR�UHJXODWRU\�DFWLRQV��OLWLJDWLRQ��LQYHVWLJDWLRQV��UHPHGLDWLRQ�REOLJDWLRQV��GDPDJH�WR�RXU�UHSXWDWLRQ�DQG�EUDQG��VXSSOHPHQWDO�GLVFORVXUH
REOLJDWLRQV��ORVV�RI�FXVWRPHU��FRQVXPHU��RU�SDUWQHU�FRQILGHQFH�LQ�WKH�VHFXULW\�RI�RXU�SODWIRUP��LPSDLUPHQW�WR�RXU�EXVLQHVV��DQG�FRUUHVSRQGLQJ�IHHV�
FRVWV��H[SHQVHV��ORVV�RI�UHYHQXHV��DQG�RWKHU�SRWHQWLDO�OLDELOLWLHV�

2XU�FXVWRPHUV�VRPHWLPHV�SURYLGH�RUJDQLVPV��JHQHWLF�PDWHULDO�DQG�RU�GDWD�WR�XV�LQ�FRQQHFWLRQ�ZLWK�RXU�FROODERUDWLRQV��,Q�WKH�HYHQW�WKDW�ZH�IDLO�WR
SURWHFW�FXVWRPHU�PDWHULDOV�RU�GDWD�RU�LQDGYHUWHQWO\�XVH�VXFK�PDWHULDOV�RU�GDWD�IRU�XQDXWKRUL]HG�SXUSRVHV��ZH�FRXOG�EH�OLDEOH�WR�RXU�FXVWRPHUV�XQGHU
WUDGH�VHFUHW�ODZV�RU�FRQWUDFWXDO�SURYLVLRQV�

:H�PD\�EH�VXEMHFW�WR�FODLPV�FKDOOHQJLQJ�WKH�LQYHQWRUVKLS�RU�RZQHUVKLS�RI�RXU�SDWHQWV��ELRPDWHULDOV�DQG�RWKHU�LQWHOOHFWXDO�SURSHUW\�

&HUWDLQ�RI�RXU�HPSOR\HHV��FRQVXOWDQWV�DQG�FRQWUDFWRUV�ZHUH�SUHYLRXVO\�HPSOR\HG�DW�XQLYHUVLWLHV�RU�RWKHU�VRIWZDUH�RU�ELRWHFKQRORJ\�FRPSDQLHV�
LQFOXGLQJ�RXU�FRPSHWLWRUV�RU�SRWHQWLDO�FRPSHWLWRUV��$GGLWLRQDOO\��VRPH�RI�RXU�FRQVXOWDQWV�RU�FRQWUDFWRUV�PD\�KDYH�RQJRLQJ�UHODWLRQVKLSV�ZLWK
XQLYHUVLWLHV��$OWKRXJK�ZH�WU\�WR�HQVXUH�WKDW�RXU�HPSOR\HHV��FRQVXOWDQWV�DQG�FRQWUDFWRUV�GR�QRW�XVH�WKH�LQWHOOHFWXDO�SURSHUW\�RI�RWKHUV�LQ�WKHLU�ZRUN
IRU�XV��ZH�PD\�EH�VXEMHFW�WR�FODLPV�WKDW�WKHVH�LQGLYLGXDOV�RU�RWKHU�FRQWUDFWRUV�KDYH�XVHG�RU�GLVFORVHG�LQWHOOHFWXDO�SURSHUW\��LQFOXGLQJ�WUDGH�VHFUHWV
RU�RWKHU�SURSULHWDU\�LQIRUPDWLRQ��RI�DQRWKHU��/LWLJDWLRQ�PD\�UHVXOW�IURP�WKHVH�FODLPV�

:KLOH�LW�LV�RXU�SROLF\�WR�UHTXLUH�WKDW�RXU�HPSOR\HHV��FRQVXOWDQWV�DQG�FRQWUDFWRUV�ZKR�PD\�EH�LQYROYHG�LQ�WKH�GHYHORSPHQW�RI�LQWHOOHFWXDO�SURSHUW\
IRU�XV�H[HFXWH�DJUHHPHQWV�DVVLJQLQJ�VXFK�LQWHOOHFWXDO�SURSHUW\�WR�XV��ZH�PD\�EH�XQVXFFHVVIXO�LQ�H[HFXWLQJ�VXFK�DQ�DJUHHPHQW�ZLWK�HDFK�SDUW\�ZKR
LQ�IDFW�GHYHORSV�LQWHOOHFWXDO�SURSHUW\�WKDW�ZH�UHJDUG�DV�RXU�RZQ��2XU�LQWHOOHFWXDO�SURSHUW\�DVVLJQPHQW�DJUHHPHQWV�ZLWK�WKHP�PD\�QRW�EH�VHOI�
H[HFXWLQJ�RU�PD\�EH�EUHDFKHG��DQG�ZH�PD\�EH�IRUFHG�WR�EULQJ�FODLPV�DJDLQVW�WKLUG�SDUWLHV��RU�GHIHQG�FODLPV�WKH\�PD\�EULQJ�DJDLQVW�XV��WR�GHWHUPLQH
WKH�RZQHUVKLS�RI�ZKDW�ZH�UHJDUG�DV�RXU�LQWHOOHFWXDO�SURSHUW\��6XFK�FODLPV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�
UHVXOWV�RI�RSHUDWLRQV�DQG�SURVSHFWV�

,I�ZH�DUH�XQVXFFHVVIXO�LQ�OLWLJDWLQJ�DQ\�VXFK�FODLPV��LQ�DGGLWLRQ�WR�SD\LQJ�PRQHWDU\�GDPDJHV��ZH�PD\�ORVH�YDOXDEOH�LQWHOOHFWXDO�SURSHUW\�ULJKWV�RU
SHUVRQQHO��ZKLFK�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�FRPSHWLWLYH�EXVLQHVV�SRVLWLRQ�DQG�SURVSHFWV��6XFK�LQWHOOHFWXDO�SURSHUW\�ULJKWV�FRXOG
EH�DZDUGHG�WR�D�WKLUG�SDUW\��DQG�ZH�FRXOG�EH�UHTXLUHG�WR�REWDLQ�D�OLFHQVH�IURP�VXFK�WKLUG�SDUW\�WR�XVH�RU�FRPPHUFLDOL]H�RXU�WHFKQRORJ\�RU�SURGXFWV�
ZKLFK�OLFHQVH�PLJKW�QRW�EH�DYDLODEOH�RQ�FRPPHUFLDOO\�UHDVRQDEOH�WHUPV��RU�DW�DOO��(YHQ�LI�ZH�DUH�VXFFHVVIXO�LQ�SURVHFXWLQJ�RU�GHIHQGLQJ�DJDLQVW�VXFK
FODLPV��OLWLJDWLRQ�FRXOG�UHVXOW�LQ�VXEVWDQWLDO�FRVWV�DQG�EH�D�GLVWUDFWLRQ�WR�RXU�PDQDJHPHQW�DQG�HPSOR\HHV�

7KH�OLIH�VFLHQFH�DFDGHPLF�DQG�UHVHDUFK�FRPPXQLW\�KDV�DELGHG�E\�QRUPV�RI�IUHH�H[FKDQJH�RI�ELRPDWHULDOV��EXW�QRUPV�KDYH�EHJXQ�WR�FKDQJH�VR�WKDW
SDUWLHV�PD\�DVVHUW�RZQHUVKLS�DQG�FRQWURO�RYHU�ELRPDWHULDOV�WKDW�WKH\�SHUPLWWHG�WR�EH�IUHHO\�GLVVHPLQDWHG�LQ�WKH�SDVW��7KXV��GHVSLWH�RXU�EHVW�HIIRUWV
WR�FRQILUP�RXU�ULJKW�WR�XVH�ELRPDWHULDOV�LQ�RXU�SRVVHVVLRQ��ZH�PD\�XVH�RUJDQLVPV�WKDW�ZH�EHOLHYH�WR�EH�IUHH�RI�HQFXPEUDQFH�WKDW�DUH��LQ�IDFW��VXEMHFW
WR�FODLPV�RI�WLWOH�E\�RWKHUV��,Q�VXFK�D�VLWXDWLRQ��OLWLJDWLRQ�PD\�EH�UHTXLUHG�WR�FOHDU�WLWOH��LI�LW�FDQ�EH�FOHDUHG�DW�DOO��6LPLODUO\��ZH�PD\�EH�VXEMHFW�WR�FODLPV
WKDW�ZH�KDYH�XVHG�ELRPDWHULDOV�REWDLQHG�IURP�OLFHQVRUV�RU�UHSRVLWRULHV�IRU�XQDXWKRUL]HG�SXUSRVHV��RU�SXUSRVHV�QRW�FRQVLVWHQW�ZLWK�WKH�OLFHQVLQJ
WHUPV�RI�WKH�SURYLGLQJ�RUJDQL]DWLRQ�

:H�PD\�EHFRPH�LQYROYHG�LQ�ODZVXLWV�RU�RWKHU�HQIRUFHPHQW�SURFHHGLQJV�WR�SURWHFW�RU�HQIRUFH�RXU�SDWHQWV�RU�RWKHU�LQWHOOHFWXDO�SURSHUW\��ZKLFK
FRXOG�EH�H[SHQVLYH��WLPH�FRQVXPLQJ�DQG�SRWHQWLDOO\�XQVXFFHVVIXO�

&RPSHWLWRUV�DQG�RWKHU�WKLUG�SDUWLHV�PD\�LQIULQJH�RU�RWKHUZLVH�YLRODWH�RXU�LVVXHG�SDWHQWV�RU�RWKHU�LQWHOOHFWXDO�SURSHUW\��,Q�DGGLWLRQ��RXU�SDWHQWV�PD\
EHFRPH�LQYROYHG�LQ�LQYHQWRUVKLS��RZQHUVKLS��RU�SULRULW\�GLVSXWHV��:H�PD\�DOVR�EHFRPH�VXEMHFW�WR�FODLPV�E\�FROODERUDWLRQ�SDUWQHUV�WKDW�LQWHOOHFWXDO
SURSHUW\�RU�ELRPDWHULDOV�WKDW�ZH�EHOLHYH�WR�EH�RZQHG�E\�XV�DUH�DFWXDOO\�RZQHG�E\�WKHP��$Q\�OLWLJDWLRQ�FRQFHUQLQJ�DQ\�RI�WKHVH�LVVXHV�ZRXOG�EH
H[SHQVLYH��WLPH�FRQVXPLQJ�DQG�XQFHUWDLQ��7KHUH�FDQ�EH�QR�DVVXUDQFHV�WKDW�ZH�ZRXOG�SUHYDLO�LQ�DQ\�VXLW�EURXJKW�E\�XV�RU�DJDLQVW�XV�E\�WKLUG
SDUWLHV��RU�VXFFHVVIXOO\�VHWWOH�RU

��
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RWKHUZLVH�UHVROYH�WKRVH�FODLPV��6LJQLILFDQW�OLWLJDWLRQ�ZRXOG�KDYH�VXEVWDQWLDO�FRVWV��HYHQ�LI�WKH�HYHQWXDO�RXWFRPH�ZHUH�IDYRUDEOH�WR�XV��DQG�ZRXOG
GLYHUW�PDQDJHPHQW¶V�DWWHQWLRQ�IURP�RXU�EXVLQHVV�REMHFWLYHV�

8QGHU�FHUWDLQ�FLUFXPVWDQFHV��ZH�PD\�VKDUH�RU�ORVH�ULJKWV�WR�LQWHOOHFWXDO�SURSHUW\�GHYHORSHG�XQGHU�8�6��IHGHUDOO\�IXQGHG�UHVHDUFK�JUDQWV�DQG
FRQWUDFWV�

6RPH�RI�RXU�LQYHQWLRQV��GDWD��RU�RWKHU�LQWHOOHFWXDO�SURSHUW\�KDYH�EHHQ�RU�PD\�EH�GHYHORSHG�GXULQJ�WKH�FRXUVH�RI�UHVHDUFK�IXQGHG�E\�WKH�8�6�
JRYHUQPHQW��7KH�8�6��JRYHUQPHQW�PD\�KDYH�WKH�ULJKW�WR�WDNH�WLWOH�WR�JRYHUQPHQW�IXQGHG�LQYHQWLRQV�LI�ZH�IDLO�WR�GLVFORVH�WKH�LQYHQWLRQV�WR�WKH
JRYHUQPHQW�LQ�D�WLPHO\�PDQQHU�RU�IDLO�WR�ILOH�D�SDWHQW�IRU�WKH�LQWHOOHFWXDO�SURSHUW\�ZLWKLQ�VSHFLILHG�WLPH�OLPLWV��)XUWKHU��LQ�FRQVHTXHQFH�RI�RXU
UHFHLYLQJ�JRYHUQPHQW�IXQGLQJ��WKH�8�6��JRYHUQPHQW�PD\�KDYH�FHUWDLQ�ULJKWV�WR�LQWHOOHFWXDO�SURSHUW\�WKDW�ZH�XVH�LQ�RXU�SODWIRUP�RU�SURJUDPV
SXUVXDQW�WR�WKH�%D\K�'ROH�$FW�RI�������DV�DPHQGHG��WKH�³%D\K�'ROH�$FW´���8QGHU�WKH�%D\K�'ROH�$FW��8�6��JRYHUQPHQW�ULJKWV�LQ�FHUWDLQ�³VXEMHFW
LQYHQWLRQV´�GHYHORSHG�XQGHU�D�JRYHUQPHQW�IXQGHG�SURJUDP�PD\�LQFOXGH�D�QRQ�H[FOXVLYH��LUUHYRFDEOH�ZRUOGZLGH�OLFHQVH�WR�XVH�LQYHQWLRQV�IRU�DQ\
JRYHUQPHQWDO�SXUSRVH��,Q�VRPH�FLUFXPVWDQFHV��WKH�8�6��JRYHUQPHQW�PD\�DFTXLUH�XQOLPLWHG�ULJKWV�LQ�GDWD�ZH�JHQHUDWH��,Q�DGGLWLRQ��WKH�8�6�
JRYHUQPHQW�KDV�WKH�ULJKW�WR�UHTXLUH�XV��RU�DQ�DVVLJQHH�RU�H[FOXVLYH�OLFHQVHH�WR�8�6��*RYHUQPHQW�IXQGHG�LQYHQWLRQV��WR�JUDQW�OLFHQVHV�WR�DQ\�RI
WKHVH�LQYHQWLRQV�WR�WKH�JRYHUQPHQW�RU�D�WKLUG�SDUW\�LI�WKH�JRYHUQPHQW�GHWHUPLQHV�WKDW���L��DGHTXDWH�VWHSV�KDYH�QRW�EHHQ�WDNHQ�WR�FRPPHUFLDOL]H�WKH
LQYHQWLRQ���LL��JRYHUQPHQW�DFWLRQ�LV�QHFHVVDU\�WR�PHHW�SXEOLF�KHDOWK�RU�VDIHW\�QHHGV���LLL��JRYHUQPHQW�DFWLRQ�LV�QHFHVVDU\�WR�PHHW�UHTXLUHPHQWV�IRU
SXEOLF�XVH�XQGHU�IHGHUDO�UHJXODWLRQV��RU��LY��WKH�ULJKW�WR�XVH�RU�VHOO�VXFK�LQYHQWLRQV�LV�H[FOXVLYHO\�OLFHQVHG�WR�DQ�HQWLW\�ZLWKLQ�WKH�8QLWHG�6WDWHV�DQG
VXEVWDQWLDOO\�PDQXIDFWXUHG�RXWVLGH�WKH�8QLWHG�6WDWHV�ZLWKRXW�WKH�8�6��JRYHUQPHQW¶V�SULRU�DSSURYDO��$GGLWLRQDOO\��ZH�PD\�EH�UHVWULFWHG�IURP
JUDQWLQJ�H[FOXVLYH�OLFHQVHV�IRU�WKH�ULJKW�WR�XVH�RU�VHOO�VXFK�LQYHQWLRQV�XQOHVV�WKH�OLFHQVHH�DJUHHV�WR�FRPSO\�ZLWK�UHOHYDQW�%D\K�'ROH�$FW
UHVWULFWLRQV��H�J���PDQXIDFWXULQJ�VXEVWDQWLDOO\�DOO�RI�WKH�LQYHQWLRQ�LQ�WKH�8QLWHG�6WDWHV��DQG�UHSRUWLQJ�UHTXLUHPHQWV��,Q�DGGLWLRQ��WKH�8�6��JRYHUQPHQW
PD\�DFTXLUH�WLWOH�LQ�DQ\�FRXQWU\�LQ�ZKLFK�D�SDWHQW�DSSOLFDWLRQ�LV�QRW�ILOHG��&HUWDLQ�WHFKQRORJ\�DQG�LQYHQWLRQV�DUH�DOVR�VXEMHFW�WR�WUDQVIHU�UHVWULFWLRQV
GXULQJ�WKH�WHUP�RI�WKHVH�DJUHHPHQWV�ZLWK�WKH�8�6��JRYHUQPHQW�DQG�IRU�D�SHULRG�WKHUHDIWHU��7KHVH�UHVWULFWLRQV�PD\�OLPLW�VDOHV�RI�SURGXFWV�RU
FRPSRQHQWV��WUDQVIHUV�WR�IRUHLJQ�VXEVLGLDULHV�IRU�WKH�SXUSRVH�RI�WKH�UHOHYDQW�DJUHHPHQWV��DQG�WUDQVIHUV�WR�FHUWDLQ�IRUHLJQ�WKLUG�SDUWLHV��,I�DQ\�RI�RXU
LQWHOOHFWXDO�SURSHUW\�EHFRPHV�VXEMHFW�WR�DQ\�RI�WKH�ULJKWV�RU�UHPHGLHV�DYDLODEOH�WR�WKH�8�6��JRYHUQPHQW�RU�WKLUG�SDUWLHV�SXUVXDQW�WR�WKH�%D\K�'ROH
$FW��WKLV�FRXOG�LPSDLU�WKH�YDOXH�RI�RXU�LQWHOOHFWXDO�SURSHUW\�DQG�FRXOG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�

7KH�XVH�RI�GLJLWDO�JHQHWLF�VHTXHQFH�LQIRUPDWLRQ�PD\�EH�VXEMHFW�WR�WKH�1DJR\D�3URWRFRO�RU�RWKHU�WUHDWLHV�RU�ORFDO�OHJLVODWLRQ�FRQFHUQLQJ
ELRGLYHUVLW\��ZKLFK�FRXOG�LQFUHDVH�RXU�FRVWV�DQG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�

7KH�1DJR\D�3URWRFRO�LV�D�VXSSOHPHQWDO�DJUHHPHQW�WR�WKH�&RQYHQWLRQ�RQ�%LRORJLFDO�'LYHUVLW\��³&%'´��WKDW�LV�GHVLJQHG�WR�SURYLGH�IRU�HTXLWDEOH
VKDULQJ�RI�EHQHILWV�DULVLQJ�IURP�WKH�XWLOL]DWLRQ�RI�JHQHWLF�UHVRXUFHV�DQG�WUDGLWLRQDO�NQRZOHGJH��7KHUH�DUH�RWKHU�LQWHUQDWLRQDO�WUHDWLHV��DV�ZHOO�DV�ORFDO
OHJLVODWLRQ�LQ�PDQ\�FRXQWULHV��ZLWK�VLPLODU�REMHFWLYHV��8QGHU�WKH�1DJR\D�3URWRFRO�DQG�PDQ\�RWKHU�WUHDWLHV�DQG�ODZV��FRXQWULHV�SRVVHVVLQJ�JHQHWLF
UHVRXUFHV��³VRXUFH�FRXQWULHV´��DUH�WDVNHG�ZLWK�VHWWLQJ�XS�SURFHGXUHV�DQG�LQVWLWXWLRQDO�LQIUDVWUXFWXUH�IRU�UHVHDUFKHUV�WR�REWDLQ�SULRU�LQIRUPHG
FRQVHQW��ERWK�IURP�WKH�VRXUFH�FRXQWU\�DQG�IURP�DQ\�UHOHYDQW�LQGLJHQRXV�RU�WUDGLWLRQDO�FRPPXQLWLHV��IRU�ELRORJLFDO�UHVHDUFK��0DQ\�KDYH�EHHQ�VORZ
WR�DGRSW�ZRUNDEOH�LQVWLWXWLRQV�SHUPLWWLQJ�WKH�UDWLRQDO�QHJRWLDWLRQ�RI�EHQHILW�VKDULQJ�DJUHHPHQWV��0DQ\�VRXUFH�FRXQWULHV�DUH�QRZ�DVVHUWLQJ�WKDW�WKH
XVH�RI�GLJLWDO�JHQHWLF�VHTXHQFH�LQIRUPDWLRQ�LV�VXEMHFW�WR�WKH�FRQVWUDLQWV�RI�WKH�1DJR\D�3URWRFRO�RU�VLPLODU�QDWLRQDO��RU�ORFDO�OHYHO�EHQHILW�VKDULQJ
UHTXLUHPHQWV��,W�LV�XQFOHDU�ZKHWKHU�WKLV�SRVLWLRQ�ZLOO�XOWLPDWHO\�EH�DGRSWHG�RU�ZKDW�WKH�LPSOLFDWLRQV�RI�VXFK�DGRSWLRQ�PLJKW�EH��,W�LV�XQFOHDU�ZKDW�D
VRXUFH�FRXQWU\�PLJKW�DVVHUW�LI�ZH�XVHG�JHQHWLF�VHTXHQFHV��L��H[WUDFWHG�E\�D�WKLUG�SDUW\�IURP�D�QDWXUDO�UHVRXUFH�WKDW�ZDV�UHPRYHG�IURP�LWV�VRXUFH
FRXQWU\�EHIRUH�WKDW�VRXUFH�FRXQWU\�UDWLILHG�WKH�&%'�RU�VLJQHG�WKH�1DJR\D�3URWRFRO��LL��H[WUDFWHG�E\�D�WKLUG�SDUW\�DQG�XSORDGHG�WR�SXEOLF�VHTXHQFH
GDWDEDVHV�DIWHU�WKH�VRXUFH�FRXQWU\�UDWLILHG�WKH�&%'���LLL��LQ�D�KHWHURORJRXV�KRVW�RUJDQLVP��RU��LY��DV�D�EDVH�IRU�IXUWKHU�HQJLQHHULQJ��VR�WKDW�WKH
VHTXHQFH�ZH�XVH�QR�ORQJHU�FRQIRUPV�WR�WKH�QDWXUDO�VHTXHQFH�RQ�ZKLFK�LW�ZDV�EDVHG�

:H�PDNH�H[WHQVLYH�XVH�RI�SXEOLF�DQG�SURSULHWDU\�VHTXHQFH�GDWDEDVHV�WR�VXSSRUW�RXU�ZRUN��:KLOH�ZH�XQGHUWDNH�HIIRUWV�WR�LGHQWLI\�DQG�FRPSO\�ZLWK
ODZV�DQG�LQWHUQDWLRQDO�SURWRFROV�UHODWLQJ�WR�WKH�XVH�RI�JHQHWLF�UHVRXUFHV��WKH�XQFHUWDLQW\�VXUURXQGLQJ�WKH�XVH�RI�GLJLWDO�VHTXHQFH�LQIRUPDWLRQ�DQG
WKH�ODFN�RI�ZRUNDEOH�LQVWLWXWLRQV�LQ�PDQ\�VRXUFH�FRXQWULHV�IRU�WKH�HIILFLHQW�QHJRWLDWLRQ�RI�EHQHILW�VKDULQJ�DJUHHPHQWV�PD\�OLPLW�RXU�XVH�RU�FDXVH
XQFHUWDLQW\�LQ�RXU�XVH�RI�FHUWDLQ�VHTXHQFHV�WKDW�ZH�REWDLQ�IURP�SXEOLF�DFFHVV�GDWDEDVHV�RU�QDWXUDO�VRXUFHV��1HZ�ILQDQFLDO�REOLJDWLRQV�PD\�DULVH
UHJDUGLQJ�RXU�XVH�RI�VHTXHQFH�LQIRUPDWLRQ��&XVWRPHUV�WKDW�PXVW�FHUWLI\�WKHLU�FRPSOLDQFH�ZLWK�1DJR\D�3URWRFRO�REOLJDWLRQV�PD\�EH�UHOXFWDQW�WR�GR
EXVLQHVV�ZLWK�XV�XQOHVV�ZH�HQJDJH�LQ�H[SHQVLYH�DQG�WLPH�FRQVXPLQJ�EHQHILW�VKDULQJ�QHJRWLDWLRQV�ZLWK�VRXUFH�FRXQWULHV�RI�SXEOLFO\�DYDLODEOH
JHQHWLF�VHTXHQFHV��0RUHRYHU��WKH�:RUOG�,QWHOOHFWXDO�3URSHUW\�2UJDQL]DWLRQ�LV�FRQVLGHULQJ�UHTXLULQJ�GLVFORVXUHV�LQ�SDWHQWV�RI�WKH�RULJLQ�RI�JHQHWLF
UHVRXUFHV��ZKLFK�PD\�IXUWKHU�LQFUHDVH�XQFHUWDLQW\�DQG�WKH�FRVW�RI�SDWHQW

��
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SURVHFXWLRQ��7KHVH�FKDQJHV�FRXOG�LQFUHDVH�RXU�5	'�FRVWV�DQG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��DQG�UHVXOWV�

7KLUG�SDUW\�SDWHQWV�PD\�OLPLW�RXU�IUHHGRP�WR�RSHUDWH�LQ�FHUWDLQ�DUHDV��ZKLFK�PD\�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�

7KHUH�PD\�EH�SDWHQWV�WKDW�DIIHFW�RXU�IUHHGRP�WR�RSHUDWH�LQ�FHUWDLQ�DUHDV��DQG�ZH�PD\�DV�D�UHVXOW�FKRRVH�WR�GHVLJQ�DURXQG�RU�OLFHQVH�VXFK�SDWHQWV
IURP�WKLUG�SDUWLHV��,I�ZH�PXVW�VSHQG�VLJQLILFDQW�WLPH�DQG�PRQH\�GHVLJQLQJ�DURXQG�RU�OLFHQVLQJ�SDWHQWV�KHOG�E\�RWKHUV��RXU�EXVLQHVV�DQG�ILQDQFLDO
SURVSHFWV�PD\�EH�KDUPHG��:H�PD\�EH�UHVWULFWHG�IURP�FDUU\LQJ�RXW�FHUWDLQ�RSHUDWLRQV�LQ�RXU�)RXQGU\��RU�ZH�PD\�EH�OLPLWHG�LQ�RXU�DELOLW\�WR�GHVLJQ
QHZ�SURGXFWV�IRU�RXU�FXVWRPHUV��:H�PD\�EHFRPH�VXEMHFW�WR�FODLPV�E\�WKLUG�SDUWLHV�DOOHJLQJ�WKDW�ZH�DUH�LQIULQJLQJ��PLVDSSURSULDWLQJ��RU�RWKHUZLVH
YLRODWLQJ�WKHLU�LQWHOOHFWXDO�SURSHUW\�ULJKWV�

,I�ZH�DUH�VXHG�IRU�LQIULQJLQJ��PLVDSSURSULDWLQJ��RU�RWKHUZLVH�YLRODWLQJ�LQWHOOHFWXDO�SURSHUW\�ULJKWV�RI�WKLUG�SDUWLHV��VXFK�OLWLJDWLRQ�FRXOG�EH
FRVWO\�DQG�WLPH�FRQVXPLQJ�DQG�FRXOG�SUHYHQW�RU�GHOD\�XV�IURP�XVLQJ�RXU�SODWIRUP�DQG�WHFKQRORJLHV�

/LWLJDWLRQ�DULVLQJ�IURP�GLVSXWHV�UHODWLQJ�WR�WKH�LQWHOOHFWXDO�SURSHUW\�RI�WKLUG�SDUWLHV�LV�H[SHQVLYH��WLPH�FRQVXPLQJ��DQG�XQFHUWDLQ��7KHUH�FDQ�EH�QR
DVVXUDQFH�WKDW�ZH�ZLOO�SUHYDLO�LQ�VXFK�GLVSXWHV��3DUWLHV�PDNLQJ�FODLPV�DJDLQVW�XV�PLJKW�EH�DEOH�WR�REWDLQ�LQMXQFWLYH�RU�RWKHU�UHOLHI��ZKLFK�FRXOG�EORFN
RXU�RU�RXU�FXVWRPHUV¶�DELOLW\�WR�GHYHORS��FRPPHUFLDOL]H�DQG�VHOO�SURGXFWV�RU�XVH�RXU�WHFKQRORJLHV��DQG�FRXOG�UHVXOW�LQ�WKH�DZDUG�RI�VXEVWDQWLDO
GDPDJHV�DJDLQVW�XV��LQFOXGLQJ�WUHEOH�GDPDJHV��DWWRUQH\¶V�IHHV��FRVWV�DQG�H[SHQVHV�LI�ZH�ZHUH�IRXQG�WR�KDYH�ZLOOIXOO\�LQIULQJHG��,Q�WKH�HYHQW�RI�D
VXFFHVVIXO�FODLP�DJDLQVW�XV��ZH�RU�RXU�FXVWRPHUV�PLJKW�EH�UHTXLUHG�WR�SD\�GDPDJHV�DQG�RQJRLQJ�UR\DOWLHV��DQG�REWDLQ�OLFHQVHV�IURP�WKLUG�SDUWLHV��RU
EH�SURKLELWHG�IURP�VHOOLQJ�FHUWDLQ�SURGXFWV�RU�XVLQJ�FHUWDLQ�WHFKQRORJLHV��:H�PD\�QRW�EH�DEOH�WR�REWDLQ�WKHVH�OLFHQVHV�RQ�DFFHSWDEOH�RU
FRPPHUFLDOO\�UHDVRQDEOH�WHUPV��LI�DW�DOO��,Q�DGGLWLRQ��ZH�RU�RXU�FXVWRPHUV�FRXOG�HQFRXQWHU�GHOD\V�LQ�SURGXFW�RU�VHUYLFH�LQWURGXFWLRQV�ZKLOH�ZH
DWWHPSW�WR�GHYHORS�DOWHUQDWLYH�GHVLJQV�RU�UHGHVLJQ�H[LVWLQJ�SURGXFWV�RU�WHFKQRORJLHV�WR�DYRLG�RU�UHVROYH�WKHVH�FODLPV��2XU�ORVV�LQ�DQ\�ODZVXLW�RU
IDLOXUH�WR�REWDLQ�D�OLFHQVH�FRXOG�SUHYHQW�XV�IURP�XVLQJ�RXU�SODWIRUP�DQG�WHFKQRORJLHV��6XFK�D�ORVV�RU�IDLOXUH�FRXOG�PDWHULDOO\�DIIHFW�RXU�EXVLQHVV�DQG
UHSXWDWLRQ��$Q\�OLWLJDWLRQ�SHUWDLQLQJ�WR�WKHVH�LVVXHV�ZRXOG�KDYH�VXEVWDQWLDO�FRVWV��HYHQ�LI�WKH�HYHQWXDO�RXWFRPH�ZHUH�IDYRUDEOH�WR�XV��DQG�ZRXOG
GLYHUW�PDQDJHPHQW¶V�DWWHQWLRQ�IURP�RXU�EXVLQHVV�REMHFWLYHV�

,I�RXU�WUDGHPDUNV�DQG�WUDGH�QDPHV�DUH�QRW�DGHTXDWHO\�SURWHFWHG��WKHQ�ZH�PD\�QRW�EH�DEOH�WR�EXLOG�QDPH�UHFRJQLWLRQ�LQ�RXU�PDUNHWV�RI�LQWHUHVW
DQG�RXU�EXVLQHVV�PD\�EH�DGYHUVHO\�DIIHFWHG�

2XU�UHJLVWHUHG�RU�XQUHJLVWHUHG�WUDGHPDUNV�RU�WUDGH�QDPHV�PD\�EH�FKDOOHQJHG��LQIULQJHG��GLOXWHG��WDUQLVKHG��FLUFXPYHQWHG�RU�GHFODUHG�JHQHULF�RU
GHWHUPLQHG�WR�EH�LQIULQJLQJ�RQ�RWKHU�PDUNV��:H�PD\�QRW�EH�DEOH�WR�SURWHFW�RXU�ULJKWV�WR�WKHVH�WUDGHPDUNV�DQG�WUDGH�QDPHV��ZKLFK�ZH�QHHG�WR�EXLOG
QDPH�UHFRJQLWLRQ�DPRQJ�SRWHQWLDO�FROODERUDWRUV�RU�FXVWRPHUV�LQ�RXU�PDUNHWV�RI�LQWHUHVW��$W�WLPHV��FRPSHWLWRUV�PD\�DGRSW�WUDGH�QDPHV�RU�WUDGHPDUNV
VLPLODU�WR�RXUV��WKHUHE\�LPSHGLQJ�RXU�DELOLW\�WR�EXLOG�EUDQG�LGHQWLW\�DQG�SRVVLEO\�OHDGLQJ�WR�PDUNHW�FRQIXVLRQ��,Q�DGGLWLRQ��WKHUH�FRXOG�EH�SRWHQWLDO
WUDGH�QDPH�RU�WUDGHPDUN�LQIULQJHPHQW��GLOXWLRQ�RU�WDUQLVKPHQW�FODLPV�EURXJKW�E\�RZQHUV�RI�RWKHU�WUDGHPDUNV�RU�WUDGHPDUNV�WKDW�LQFRUSRUDWH
YDULDWLRQV�RI�RXU�UHJLVWHUHG�RU�XQUHJLVWHUHG�WUDGHPDUNV�RU�WUDGH�QDPHV��2YHU�WKH�ORQJ�WHUP��LI�ZH�DUH�XQDEOH�WR�HVWDEOLVK�QDPH�UHFRJQLWLRQ�EDVHG�RQ
RXU�WUDGHPDUNV�DQG�WUDGH�QDPHV��WKHQ�ZH�PD\�QRW�EH�DEOH�WR�FRPSHWH�HIIHFWLYHO\�DQG�RXU�EXVLQHVV�PD\�EH�DGYHUVHO\�DIIHFWHG��2XU�HIIRUWV�WR�HQIRUFH
RU�SURWHFW�RXU�SURSULHWDU\�ULJKWV�UHODWHG�WR�WUDGHPDUNV��WUDGH�QDPHV��WUDGH�VHFUHWV��GRPDLQ�QDPHV��FRS\ULJKWV�RU�RWKHU�LQWHOOHFWXDO�SURSHUW\�PD\�EH
LQHIIHFWLYH�DQG�FRXOG�UHVXOW�LQ�VXEVWDQWLDO�FRVWV�DQG�GLYHUVLRQ�RI�UHVRXUFHV�DQG�FRXOG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��UHVXOWV�RI
RSHUDWLRQV�DQG�SURVSHFWV�

$Q\�FODLPV�RU�ODZVXLWV�UHODWLQJ�WR�LQIULQJHPHQW�RI��PLVDSSURSULDWLQJ��RU�RWKHUZLVH�YLRODWLQJ�LQWHOOHFWXDO�SURSHUW\�ULJKWV�EURXJKW�E\�RU�DJDLQVW
XV�ZLOO�EH�FRVWO\�DQG�WLPH�FRQVXPLQJ�DQG�PD\�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�

$Q\�RI�WKH�ULVNV�LGHQWLILHG�DERYH�FRXOG�UHVXOW�LQ�VLJQLILFDQW�OLWLJDWLRQ��,Q�DGGLWLRQ�WR�WKH�VSHFLILF�OLWLJDWLRQ�UHODWHG�ULVNV�LGHQWLILHG�DERYH��OLWLJDWLRQ�RI
DQ\�NLQG�FDUULHV�FHUWDLQ�LQKHUHQW�ULVNV��%HFDXVH�RI�WKH�VXEVWDQWLDO�DPRXQW�RI�GLVFRYHU\�UHTXLUHG�LQ�FRQQHFWLRQ�ZLWK�OLWLJDWLRQ�LQ�8�6��FRXUWV��WKHUH�LV
D�ULVN�WKDW�VRPH�RI�RXU�FRQILGHQWLDO�LQIRUPDWLRQ�FRXOG�EH�FRPSURPLVHG�LQ�WKH�GLVFRYHU\�SURFHVV��7KHUH�FRXOG�EH�SXEOLF�DQQRXQFHPHQWV�RI�WKH
UHVXOWV�RI�KHDULQJV��PRWLRQV�RU�RWKHU�LQWHULP�SURFHHGLQJV�RU�GHYHORSPHQWV��,I�VHFXULWLHV�DQDO\VWV�RU�LQYHVWRUV�SHUFHLYH�WKHVH�UHVXOWV�WR�EH�QHJDWLYH�
LW�FRXOG�KDYH�D�VXEVWDQWLDO�DGYHUVH�HIIHFW�RQ�RXU�VKDUH�SULFH�

)XUWKHU��RXU�DJUHHPHQWV�ZLWK�VRPH�RI�RXU�FXVWRPHUV��VXSSOLHUV�RU�RWKHU�HQWLWLHV�UHTXLUH�XV�WR�GHIHQG�RU�LQGHPQLI\�WKHVH�SDUWLHV�LI�WKH\�EHFRPH
LQYROYHG�LQ�LQIULQJHPHQW�FODLPV�WKDW�WDUJHW�RXU�SURGXFWV��VHUYLFHV�RU�WHFKQRORJLHV��RU�LQ�FHUWDLQ�RWKHU
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VLWXDWLRQV��,I�ZH�PXVW�GHIHQG�RU�LQGHPQLI\�WKLUG�SDUWLHV��ZH�FRXOG�LQFXU�VLJQLILFDQW�FRVWV�DQG�H[SHQVHV�WKDW�FRXOG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�
RSHUDWLQJ�UHVXOWV�RU�ILQDQFLDO�FRQGLWLRQ�

,QWHOOHFWXDO�SURSHUW\�ULJKWV�GR�QRW�QHFHVVDULO\�DGGUHVV�DOO�SRWHQWLDO�WKUHDWV�WR�RXU�EXVLQHVV�

7KH�GHJUHH�RI�IXWXUH�SURWHFWLRQ�DIIRUGHG�E\�RXU�LQWHOOHFWXDO�SURSHUW\�ULJKWV�LV�XQFHUWDLQ�EHFDXVH�LQWHOOHFWXDO�SURSHUW\�ULJKWV�KDYH�OLPLWDWLRQV�DQG
PD\�QRW�DGHTXDWHO\�SURWHFW�RXU�EXVLQHVV�RU�SHUPLW�XV�WR�PDLQWDLQ�RXU�FRPSHWLWLYH�DGYDQWDJH��7KH�IROORZLQJ�H[DPSOHV�DUH�LOOXVWUDWLYH�

Ɣ ZH�PD\�FKRRVH�QRW�WR�ILOH�D�SDWHQW�LQ�RUGHU�WR�PDLQWDLQ�FHUWDLQ�LQWHOOHFWXDO�SURSHUW\�DV�WUDGH�VHFUHWV�RU�NQRZ�KRZ��DQG�D�WKLUG�SDUW\�PD\
VXEVHTXHQWO\�ILOH�D�SDWHQW�FRYHULQJ�VXFK�LQWHOOHFWXDO�SURSHUW\�

Ɣ RWKHUV�PD\�LQGHSHQGHQWO\�GHYHORS�VLPLODU�RU�DOWHUQDWLYH�WHFKQRORJLHV�RU�GXSOLFDWH�DQ\�RI�RXU�WHFKQRORJLHV�ZLWKRXW�LQIULQJLQJ�RXU�RZQHG�RU
OLFHQVHG�LQWHOOHFWXDO�SURSHUW\�ULJKWV�

Ɣ WKH�SDWHQWV�RI�RWKHUV�PD\�KDUP�RXU�EXVLQHVV�
Ɣ ZH�PLJKW�QRW�KDYH�EHHQ�WKH�ILUVW�WR�PDNH�WKH�LQYHQWLRQV�FRYHUHG�E\�WKH�LVVXHG�SDWHQWV�RU�SHQGLQJ�SDWHQW�DSSOLFDWLRQV�WKDW�ZH�RZQ�
Ɣ ZH�PLJKW�QRW�KDYH�EHHQ�WKH�ILUVW�WR�ILOH�SDWHQW�DSSOLFDWLRQV�FRYHULQJ�FHUWDLQ�RI�RXU�LQYHQWLRQV��DQG
Ɣ LVVXHG�SDWHQWV�WKDW�ZH�KROG�ULJKWV�WR�PD\�IDLO�WR�SURYLGH�XV�ZLWK�DQ\�FRPSHWLWLYH�DGYDQWDJH��RU�PD\�EH�KHOG�LQYDOLG�RU�XQHQIRUFHDEOH�

LQFOXGLQJ�DV�D�UHVXOW�RI�OHJDO�FKDOOHQJHV�E\�RXU�FRPSHWLWRUV�

6KRXOG�DQ\�RI�WKHVH�HYHQWV�RFFXU��WKH\�FRXOG�KDUP�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��UHVXOWV�RI�RSHUDWLRQV�DQG�SURVSHFWV�

,QWHOOHFWXDO�SURSHUW\�GLVSXWHV�RI�WKLUG�SDUWLHV�DQG�FXVWRPHUV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��DQG
UHVXOWV�

:H�UHO\��DQG�H[SHFW�WR�FRQWLQXH�WR�UHO\�RQ��FHUWDLQ�FDSLWDO�HTXLSPHQW��PDFKLQHU\��FRQVXPDEOHV��UHDJHQWV��VRIWZDUH��VHUYLFHV�DQG�LQWHOOHFWXDO�SURSHUW\
WKDW�ZH�SXUFKDVH�RU�OLFHQVH�IURP�WKLUG�SDUWLHV�IRU�XVH�LQ�RXU�RSHUDWLRQV��SODWIRUP��SURGXFWV��VHUYLFHV�DQG�RIIHULQJV��:H�FDQQRW�EH�FHUWDLQ�WKDW�RXU
YHQGRUV��VXSSOLHUV��DQG�OLFHQVRUV�DUH�QRW�LQIULQJLQJ�XSRQ�WKH�LQWHOOHFWXDO�SURSHUW\�ULJKWV�RI�RWKHUV�RU�WKDW�WKH\�KDYH�VXIILFLHQW�ULJKWV�WR�WKH�WKLUG�
SDUW\�WHFKQRORJ\�XVHG�LQ�RXU�EXVLQHVV�LQ�DOO�MXULVGLFWLRQV�LQ�ZKLFK�ZH�PD\�RSHUDWH��'LVSXWHV�ZLWK�DQ\�RI�WKHVH�WKLUG�SDUWLHV�RYHU�XVHV�RU�WHUPV
FRXOG�UHVXOW�LQ�WKH�SD\PHQW�RI�DGGLWLRQDO�UR\DOWLHV�RU�SHQDOWLHV�E\�XV��FDQFHOODWLRQ�RU�QRQ�UHQHZDO�RI�WKH�XQGHUO\LQJ�OLFHQVH��WHUPLQDWLRQ�RI�VXSSOLHV
RU�ULJKWV�WR�XVH��RU�OLWLJDWLRQ��,Q�WKH�HYHQW�WKDW�ZH�FDQQRW�UHVROYH�LVVXHV�RI�WKLV�NLQG��ZH�PD\�EH�UHTXLUHG�WR�GLVFRQWLQXH�RU�OLPLW�RXU�XVH�RI�WKH
RSHUDWLRQV��SODWIRUP��SURGXFWV��VHUYLFHV�RU�RIIHULQJV�WKDW�LQFOXGH�RU�LQFRUSRUDWH�WKH�OLFHQVHG�LQWHOOHFWXDO�SURSHUW\��$Q\�VXFK�GLVFRQWLQXDWLRQ�RU
OLPLWDWLRQ�FRXOG�KDYH�D�PDWHULDO�DQG�DGYHUVH�LPSDFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQ�

2XU�FXVWRPHUV�PD\�EHFRPH�LQYROYHG�LQ�LQWHOOHFWXDO�SURSHUW\�GLVSXWHV�ZLWK�WKLUG�SDUWLHV�WKDW�DUH�UHODWHG�RU�XQUHODWHG�WR�DQ\�SURGXFWV�RU�VHUYLFHV�ZH
KDYH�VXSSOLHG�RU�UHQGHUHG�WR�WKHP��6XFK�GLVSXWHV�FRXOG�UHVXOW�LQ�D�FXVWRPHU�EHLQJ�XQDEOH�WR�PDUNHW�LWV�SURGXFWV��WKXV�GHSULYLQJ�XV�RI�OLFHQVH�
PLOHVWRQH��RU�RWKHU�UHYHQXHV��6XFK�GHSULYDWLRQ�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�LPSDFW�RQ�RXU�ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�

2XU�XVH�RI�³RSHQ�VRXUFH´�VRIWZDUH�FRXOG�QHJDWLYHO\�DIIHFW�RXU�DELOLW\�WR�PDUNHW�RU�SURYLGH�RXU�VHUYLFHV�DQG�FRXOG�VXEMHFW�XV�WR�SRVVLEOH
OLWLJDWLRQ�

:H�KDYH�XVHG�³RSHQ�VRXUFH´�VRIWZDUH�LQ�FRQQHFWLRQ�ZLWK�WKH�GHYHORSPHQW�DQG�GHSOR\PHQW�RI�RXU�VRIWZDUH�SODWIRUP��DQG�ZH�H[SHFW�WR�FRQWLQXH�WR
XVH�RSHQ�VRXUFH�VRIWZDUH�LQ�WKH�IXWXUH��2SHQ�VRXUFH�VRIWZDUH�LV�OLFHQVHG�E\�LWV�DXWKRUV�RU�RWKHU�WKLUG�SDUWLHV�XQGHU�RSHQ�VRXUFH�OLFHQVHV��ZKLFK�LQ
VRPH�LQVWDQFHV�PD\�VXEMHFW�XV�WR�FHUWDLQ�XQIDYRUDEOH�FRQGLWLRQV��LQFOXGLQJ�UHTXLUHPHQWV�WKDW�ZH�RIIHU�RXU�SURGXFWV�WKDW�LQFRUSRUDWH�WKH�RSHQ�
VRXUFH�VRIWZDUH�IRU�QR�FRVW��WKDW�ZH�PDNH�SXEOLFO\�DYDLODEOH�DOO�RU�SDUW�RI�WKH�VRXUFH�FRGH�IRU�DQ\�PRGLILFDWLRQV�RU�GHULYDWLYH�ZRUNV�ZH�FUHDWH�EDVHG
XSRQ��LQFRUSRUDWLQJ�RU�XVLQJ�WKH�RSHQ�VRXUFH�VRIWZDUH��RU�WKDW�ZH�OLFHQVH�VXFK�PRGLILFDWLRQV�RU�GHULYDWLYH�ZRUNV�XQGHU�WKH�WHUPV�RI�WKH�SDUWLFXODU
RSHQ�VRXUFH�OLFHQVH�

&RPSDQLHV�WKDW�LQFRUSRUDWH�RSHQ�VRXUFH�VRIWZDUH�LQWR�WKHLU�SURGXFWV�KDYH��IURP�WLPH�WR�WLPH��IDFHG�FODLPV�FKDOOHQJLQJ�WKH�XVH�RI�RSHQ�VRXUFH
VRIWZDUH�DQG�FRPSOLDQFH�ZLWK�RSHQ�VRXUFH�OLFHQVH�WHUPV��:H�FRXOG�EH�VXEMHFW�WR�VLPLODU�VXLWV�E\�SDUWLHV�FODLPLQJ�RZQHUVKLS�RI�ZKDW�ZH�EHOLHYH�WR
EH�RSHQ�VRXUFH�VRIWZDUH�RU�FODLPLQJ�QRQFRPSOLDQFH�ZLWK�RSHQ�VRXUFH�OLFHQVLQJ�WHUPV��:KLOH�ZH�PRQLWRU�RXU�XVH�RI�RSHQ�VRXUFH�VRIWZDUH�DQG�WU\
WR�HQVXUH�WKDW�QRQH�LV�XVHG�LQ�D�PDQQHU�WKDW�ZRXOG�UHTXLUH�XV�WR�GLVFORVH�RXU�SURSULHWDU\�VRXUFH�FRGH�RU�WKDW�ZRXOG�RWKHUZLVH�EUHDFK�WKH�WHUPV�RI
DQ�RSHQ�VRXUFH�DJUHHPHQW��ZH
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FDQQRW�JXDUDQWHH�WKDW�ZH�ZLOO�EH�VXFFHVVIXO��WKDW�DOO�RSHQ�VRXUFH�VRIWZDUH�LV�UHYLHZHG�SULRU�WR�XVH�LQ�RXU�SODWIRUP��WKDW�RXU�GHYHORSHUV�KDYH�QRW
LQFRUSRUDWHG�RSHQ��VRXUFH�VRIWZDUH�LQWR�RXU�SURGXFWV�WKDW�ZH�DUH�XQDZDUH�RI�RU�WKDW�WKH\�ZLOO�QRW�GR�VR�LQ�WKH�IXWXUH�

)XUWKHUPRUH��WKHUH�DUH�DQ�LQFUHDVLQJ�QXPEHU�RI�RSHQ�VRXUFH�VRIWZDUH�OLFHQVH�W\SHV��DOPRVW�QRQH�RI�ZKLFK�KDYH�EHHQ�LQWHUSUHWHG�E\�8�6��RU�IRUHLJQ
FRXUWV��UHVXOWLQJ�LQ�D�GHDUWK�RI�JXLGDQFH�UHJDUGLQJ�WKH�SURSHU�OHJDO�LQWHUSUHWDWLRQ�RI�VXFK�OLFHQVHV��$V�D�UHVXOW��WKHUH�LV�D�ULVN�WKDW�RSHQ�VRXUFH
VRIWZDUH�OLFHQVHV�FRXOG�EH�FRQVWUXHG�LQ�D�PDQQHU�WKDW�LPSRVHV�XQDQWLFLSDWHG�FRQGLWLRQV�RU�UHVWULFWLRQV�RQ�RXU�DELOLW\�WR�PDUNHW�RU�SURYLGH�RXU
SURGXFWV�DQG�VHUYLFHV��,I�ZH�DUH�KHOG�WR�KDYH�EUHDFKHG�RU�IDLOHG�WR�IXOO\�FRPSO\�ZLWK�DOO�WKH�WHUPV�DQG�FRQGLWLRQV�RI�DQ�RSHQ�VRXUFH�VRIWZDUH
OLFHQVH��ZH�FRXOG�IDFH�LQIULQJHPHQW�FODLPV�RU�RWKHU�OLDELOLW\��RU�EH�UHTXLUHG�WR�VHHN�FRVWO\�OLFHQVHV�IURP�WKLUG�SDUWLHV�WR�FRQWLQXH�SURYLGLQJ�RXU
RIIHULQJV�RQ�WHUPV�WKDW�DUH�QRW�HFRQRPLFDOO\�IHDVLEOH��LI�DW�DOO��WR�UH�HQJLQHHU�DOO�RU�D�SRUWLRQ�RI�RXU�SODWIRUP��WR�GLVFRQWLQXH�RU�GHOD\�WKH�SURYLVLRQ�RI
RXU�RIIHULQJV�LI�UH�HQJLQHHULQJ�FRXOG�QRW�EH�DFFRPSOLVKHG�RQ�D�WLPHO\�EDVLV�RU�WR�PDNH�JHQHUDOO\�DYDLODEOH��LQ�VRXUFH�FRGH�IRUP��RXU�SURSULHWDU\
FRGH��)XUWKHU��LQ�DGGLWLRQ�WR�ULVNV�UHODWHG�WR�OLFHQVH�UHTXLUHPHQWV��XVH�RI�FHUWDLQ�RSHQ�VRXUFH�VRIWZDUH�FDUULHV�JUHDWHU�WHFKQLFDO�DQG�OHJDO�ULVNV�WKDQ
GRHV�WKH�XVH�RI�WKLUG�SDUW\�FRPPHUFLDO�VRIWZDUH��)RU�H[DPSOH��RSHQ�VRXUFH�VRIWZDUH�LV�JHQHUDOO\�SURYLGHG�ZLWKRXW�DQ\�VXSSRUW�RU�ZDUUDQWLHV�RU
RWKHU�FRQWUDFWXDO�SURWHFWLRQV�UHJDUGLQJ�LQIULQJHPHQW�RU�WKH�TXDOLW\�RI�WKH�FRGH��LQFOXGLQJ�WKH�H[LVWHQFH�RI�VHFXULW\�YXOQHUDELOLWLHV��7R�WKH�H[WHQW�WKDW
RXU�SODWIRUP�GHSHQGV�XSRQ�WKH�VXFFHVVIXO�RSHUDWLRQ�RI�RSHQ�VRXUFH�VRIWZDUH��DQ\�XQGHWHFWHG�HUURUV�RU�GHIHFWV�LQ�RSHQ�VRXUFH�VRIWZDUH�WKDW�ZH
XVH�FRXOG�SUHYHQW�WKH�GHSOR\PHQW�RU�LPSDLU�WKH�IXQFWLRQDOLW\�RI�RXU�V\VWHPV�DQG�LQMXUH�RXU�UHSXWDWLRQ��,Q�DGGLWLRQ��WKH�SXEOLF�DYDLODELOLW\�RI�VXFK
VRIWZDUH�PD\�PDNH�LW�HDVLHU�IRU�RWKHUV�WR�FRPSURPLVH�RXU�SODWIRUP��$Q\�RI�WKH�IRUHJRLQJ�ULVNV�FRXOG�PDWHULDOO\�DQG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�
ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�

5LVNV�5HODWHG�WR�3HUVRQQHO��,7�DQG�3K\VLFDO�,QIUDVWUXFWXUH

/RVV�RI�NH\�SHUVRQQHO��LQFOXGLQJ�RXU�IRXQGHUV�DQG�VHQLRU�H[HFXWLYHV��DQG�RU�IDLOXUH�WR�DWWUDFW��WUDLQ�DQG�UHWDLQ�DGGLWLRQDO�NH\�SHUVRQQHO�FRXOG
GHOD\�RXU�FHOO�HQJLQHHULQJ�SURJUDPV��KDUP�RXU�SODWIRUP�GHYHORSPHQW�HIIRUWV��OLPLW�RXU�ELRVHFXULW\�DQG�SXEOLF�KHDOWK�RIIHULQJV��DQG�KDUP�RXU
DELOLW\�WR�PHHW�RXU�EXVLQHVV�REMHFWLYHV��SDUWLFXODUO\�JLYHQ�WKH�VXEVWDQWLDO�LQYHVWPHQW�UHTXLUHG�WR�UHFUXLW��KLUH�DQG�WUDLQ�RXU�HPSOR\HHV�

2XU�EXVLQHVV�LQYROYHV�FRPSOH[��JOREDO�RSHUDWLRQV�DFURVV�D�YDULHW\�RI�PDUNHWV�DQG�UHTXLUHV�D�PDQDJHPHQW�WHDP�DQG�HPSOR\HH�ZRUNIRUFH�WKDW�LV
NQRZOHGJHDEOH�LQ�WKH�PDQ\�DUHDV�LQ�ZKLFK�ZH�RSHUDWH��2XU�IXWXUH�VXFFHVV�GHSHQGV�XSRQ�RXU�DELOLW\�WR�DWWUDFW��WUDLQ��UHWDLQ�DQG�PRWLYDWH�KLJKO\
TXDOLILHG�PDQDJHPHQW��VFLHQWLILF��HQJLQHHULQJ��LQIRUPDWLRQ�WHFKQRORJ\��RSHUDWLRQV��EXVLQHVV�GHYHORSPHQW�DQG�PDUNHWLQJ�SHUVRQQHO��DPRQJ�RWKHUV�
,Q�DGGLWLRQ��WKH�PDUNHW�IRU�TXDOLILHG�SHUVRQQHO�LV�FRPSHWLWLYH�EHFDXVH�RI��D��WKH�OLPLWHG�QXPEHU�RI�SHRSOH�DYDLODEOH�ZKR�KDYH�WKH�QHFHVVDU\�WHFKQLFDO
VNLOOV�DQG�XQGHUVWDQGLQJ�RI�RXU�WHFKQRORJ\�DQG�SURGXFWV�DQG��E��WKH�QDWXUH�RI�RXU�LQGXVWU\�ZKLFK�UHTXLUHV�FHUWDLQ�RI�RXU�WHFKQLFDO�SHUVRQQHO�WR�EH
RQ�VLWH�LQ�RXU�IDFLOLWLHV��:H�FRPSHWH�IRU�TXDOLILHG�WHFKQLFDO�SHUVRQQHO�ZLWK�RWKHU�OLIH�VFLHQFHV�DQG�LQIRUPDWLRQ�WHFKQRORJ\�FRPSDQLHV��DV�ZHOO�DV
DFDGHPLF�LQVWLWXWLRQV�DQG�UHVHDUFK�LQVWLWXWLRQV�LQ�WKH�PDUNHWV�LQ�ZKLFK�ZH�RSHUDWH��LQFOXGLQJ��0DVVDFKXVHWWV��86$��&DOLIRUQLD��86$��7KH
1HWKHUODQGV��DQG�6ZLW]HUODQG��,Q�DGGLWLRQ��DV�ZH�DGG�LQWHUQDWLRQDO�RSHUDWLRQV��ZH�ZLOO�LQFUHDVLQJO\�QHHG�WR�UHFUXLW�TXDOLILHG�SHUVRQQHO�RXWVLGH�WKH
8QLWHG�6WDWHV��+RZHYHU��GRLQJ�VR�PD\�DOVR�UHTXLUH�XV�WR�FRPSO\�ZLWK�ODZV�WR�ZKLFK�ZH�DUH�QRW�FXUUHQWO\�VXEMHFW��ZKLFK�FRXOG�FDXVH�XV�WR�DOORFDWH
RU�GLYHUW�FDSLWDO��SHUVRQQHO�DQG�RWKHU�UHVRXUFHV�IURP�RXU�RUJDQL]DWLRQ��ZKLFK�FRXOG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��UHVXOWV�RI
RSHUDWLRQV��SURVSHFWV�DQG�UHSXWDWLRQ��(VWDEOLVKLQJ�LQWHUQDWLRQDO�RSHUDWLRQV�DQG�UHFUXLWLQJ�SHUVRQQHO�KDV�LQ�WKH�SDVW�EHHQ�LPSDFWHG�E\�&29,'���
WUDYHO�DQG�RSHUDWLRQDO�UHVWULFWLRQV��2XU�VHQLRU�OHDGHUVKLS�WHDP�LV�FULWLFDO�WR�RXU�YLVLRQ��VWUDWHJLF�GLUHFWLRQ��SODWIRUP�GHYHORSPHQW��RSHUDWLRQV�DQG
FRPPHUFLDO�HIIRUWV��2XU�HPSOR\HHV��LQFOXGLQJ�PHPEHUV�RI�RXU�OHDGHUVKLS�WHDP��FRXOG�OHDYH�RXU�FRPSDQ\�ZLWK�OLWWOH�RU�QR�SULRU�QRWLFH�DQG�ZRXOG�EH
IUHH�WR�ZRUN�IRU�D�FRPSHWLWRU��:H�DOVR�GR�QRW�PDLQWDLQ�³NH\�SHUVRQ´�OLIH�LQVXUDQFH�RQ�DQ\�RI�RXU�HPSOR\HHV��7KH�GHSDUWXUH�RI�RQH�RU�PRUH�RI�RXU
IRXQGHUV��VHQLRU�OHDGHUVKLS�WHDP�PHPEHUV�RU�RWKHU�NH\�HPSOR\HHV�FRXOG�EH�GLVUXSWLYH�WR�RXU�EXVLQHVV�XQWLO�ZH�DUH�DEOH�WR�KLUH�TXDOLILHG�VXFFHVVRUV�

2XU�FRQWLQXHG�SODWIRUP�GHYHORSPHQW��JURZWK�DQG�FRPPHUFLDO�VXFFHVV�GHSHQGV��LQ�SDUW��RQ�UHFUXLWLQJ�DQG�UHWDLQLQJ�KLJKO\�WUDLQHG�SHUVRQQHO�DFURVV
RXU�YDULRXV�WDUJHW�LQGXVWULHV�DQG�PDUNHWV�ZLWK�WKH�QHFHVVDU\�EDFNJURXQG�DQG�DELOLW\�WR�GHYHORS�DQG�XVH�RXU�SODWIRUP�DQG�WR�HIIHFWLYHO\�LGHQWLI\�DQG
VHOO�WR�FXUUHQW�DQG�QHZ�FXVWRPHUV��1HZ�KLUHV�DQG�HPSOR\HHV�RQERDUGHG�DV�D�UHVXOW�RI�DQ\�RI�RXU�UHFHQW�DFTXLVLWLRQV�PD\�UHTXLUH�VLJQLILFDQW�WUDLQLQJ
DQG��LQ�PRVW�FDVHV��WDNH�VLJQLILFDQW�WLPH�EHIRUH�WKH\�DFKLHYH�IXOO�SURGXFWLYLW\��2XU�IDLOXUH�WR�VXFFHVVIXOO\�KLUH�DQG�LQWHJUDWH�WKHVH�NH\�SHUVRQQHO�LQWR
RXU�EXVLQHVV�FRXOG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV��7R�DWWUDFW�WRS�WDOHQW��ZH�EHOLHYH�ZH�ZLOO�QHHG�WR�RIIHU�FRPSHWLWLYH�FRPSHQVDWLRQ�DQG�EHQHILWV
SDFNDJHV��LQFOXGLQJ�HTXLW\�LQFHQWLYH�SURJUDPV��ZKLFK�PD\�UHTXLUH�VLJQLILFDQW�LQYHVWPHQW��,I�ZH�DUH�XQDEOH�WR�RIIHU�FRPSHWLWLYH�FRPSHQVDWLRQ�WKLV
PD\�PDNH�LW�PRUH�GLIILFXOW�IRU�XV�WR�DWWUDFW�DQG�UHWDLQ�NH\�HPSOR\HHV��0RUHRYHU��LI�WKH�SHUFHLYHG�YDOXH�RI�RXU�HTXLW\�DZDUGV�GHFOLQHV��LW�PD\
DGYHUVHO\�DIIHFW�RXU�DELOLW\�WR�DWWUDFW�DQG�UHWDLQ�NH\�HPSOR\HHV��,I�ZH
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GR�QRW�PDLQWDLQ�WKH�QHFHVVDU\�SHUVRQQHO�WR�DFFRPSOLVK�RXU�EXVLQHVV�REMHFWLYHV��ZH�PD\�H[SHULHQFH�VWDIILQJ�FRQVWUDLQWV�WKDW�DGYHUVHO\�DIIHFW�RXU
DELOLW\�WR�VXSSRUW�RXU�SURJUDPV�DQG�RSHUDWLRQV�

,Q�DGGLWLRQ��VRPH�RI�RXU�SHUVRQQHO�DUH�TXDOLILHG�IRUHLJQ�QDWLRQDOV�ZKRVH�DELOLW\�WR�OLYH�DQG�ZRUN�LQ�WKH�8�6��LV�FRQWLQJHQW�XSRQ�WKH�FRQWLQXHG
DYDLODELOLW\�RI�DSSURSULDWH�YLVDV�DQG�ZKRVH�DELOLW\�WR�ZRUN�RQ�VRPH�RI�RXU�WHFKQRORJLHV�PD\�UHTXLUH�WKH�SURFXUHPHQW�RI�DSSURSULDWH�H[SRUW�OLFHQVHV�
'XH�WR�WKH�FRPSHWLWLRQ�IRU�TXDOLILHG�SHUVRQQHO�LQ�WKH�NH\�PDUNHWV�LQ�ZKLFK�ZH�RSHUDWH��ZH�H[SHFW�WR�FRQWLQXH�WR�XWLOL]H�IRUHLJQ�QDWLRQDOV�WR�ILOO�SDUW�RI
RXU�UHFUXLWLQJ�QHHGV��$V�D�UHVXOW��FKDQJHV�WR�8QLWHG�6WDWHV�LPPLJUDWLRQ�SROLFLHV�KDYH�UHVWUDLQHG��DQG�FRXOG�IXUWKHU�UHVWUDLQ��WKH�IORZ�RI�WHFKQLFDO�DQG
SURIHVVLRQDO�WDOHQW�LQWR�WKH�8QLWHG�6WDWHV�DQG�DGYHUVHO\�DIIHFW�RXU�DELOLW\�WR�KLUH�DQG�UHWDLQ�TXDOLILHG�SHUVRQQHO�

2XU�EXVLQHVV�DQG�UHVXOWV�RI�RSHUDWLRQV�DUH�GHSHQGHQW�RQ�DGHTXDWH�DFFHVV�WR�ODERUDWRU\�DQG�RIILFH�VSDFH�DQG�VXLWDEOH�SK\VLFDO�LQIUDVWUXFWXUH�WR
FRQGXFW�RXU�RSHUDWLRQV��,I�ZH�DUH�XQDEOH�WR�DFFHVV�HQRXJK�VSDFH�RU�ZH�H[SHULHQFH�IDLOXUHV�RI�RXU�SK\VLFDO�LQIUDVWUXFWXUH��LQFOXGLQJ�GXH�WR
QDWXUDO�GLVDVWHUV�DIIHFWLQJ�XV�RU�RXU�VXSSOLHUV��RXU�EXVLQHVV�DQG�UHVXOWV�RI�RSHUDWLRQV�FRXOG�EH�DGYHUVHO\�DIIHFWHG�

2XU�EXVLQHVV�GHSHQGV�RQ�SURYLGLQJ�FXVWRPHUV�ZLWK�5	'�VHUYLFHV�DQG�WRROV��,Q�RUGHU�WR�SURSHUO\�FRQGXFW�RXU�EXVLQHVV��ZH�QHHG�DFFHVV�WR
VXIILFLHQW�ODERUDWRU\�VSDFH�DQG�HTXLSPHQW�WR�SHUIRUP�WKH�DFWLYLWLHV�QHFHVVDU\�WR�DGYDQFH�DQG�FRPSOHWH�RXU�SURJUDPV��$GGLWLRQDOO\��ZH�QHHG�WR
HQVXUH�WKDW�RXU�ODERUDWRULHV�DQG�FRUSRUDWH�RIILFHV�UHPDLQ�RSHUDWLRQDO�DW�DOO�WLPHV��ZKLFK�LQFOXGHV�PDLQWDLQLQJ�VXLWDEOH�SK\VLFDO�LQIUDVWUXFWXUH�
LQFOXGLQJ�HOHFWULFDO��SOXPELQJ�DQG�+9$&��ORJLVWLFV�DQG�WUDQVSRUWDWLRQ�V\VWHPV�DQG�QHWZRUN�LQIUDVWUXFWXUH��:H�RZQ�FHUWDLQ�SURSHUWLHV�LQ�&DOLIRUQLD
DQG�OHDVH�PRVW�RI�RXU�ODERUDWRULHV�DQG�RIILFH�VSDFHV��:H�UHO\�RQ�WKH�ODQGORUGV�IRU�EDVLF�PDLQWHQDQFH�RI�RXU�OHDVHG�ODERUDWRULHV�DQG�RIILFH�EXLOGLQJV�
,I�RQH�RI�RXU�ODQGORUGV�KDV�QRW�PDLQWDLQHG�D�OHDVHG�SURSHUW\�VXIILFLHQWO\��ZH�PD\�EH�IRUFHG�LQWR�DQ�HDUO\�H[LW�IURP�WKH�IDFLOLW\��ZKLFK�FRXOG�EH
GLVUXSWLYH�WR�RXU�EXVLQHVV��)XUWKHUPRUH��ZH�PD\�FRQWLQXH�WR�DFTXLUH�ODERUDWRULHV�QRW�EXLOW�E\�XV�LQ�RUGHU�WR�VXIILFLHQWO\�VFDOH�DQG�H[SDQG�RXU
RXWSXW�FDSDFLW\��,I�ZH�GLVFRYHU�WKDW�WKHVH�EXLOGLQJV�DQG�WKHLU�LQIUDVWUXFWXUH�DVVHWV�DUH�QRW�LQ�WKH�FRQGLWLRQ�ZH�H[SHFWHG�ZKHQ�WKH\�ZHUH�DFTXLUHG�
ZH�PD\�EH�UHTXLUHG�WR�LQFXU�VXEVWDQWLDO�DGGLWLRQDO�FRVWV�WR�UHSDLU�RU�XSJUDGH�WKH�ODERUDWRULHV�

3UREOHPV�LQ�DQG�DURXQG�RQH�RU�PRUH�RI�RXU�ODERUDWRULHV�RU�FRUSRUDWH�RIILFHV��ZKHWKHU�RU�QRW�ZLWKLQ�RXU�FRQWURO��FRXOG�UHVXOW�LQ�VHUYLFH�LQWHUUXSWLRQV
RU�VLJQLILFDQW�LQIUDVWUXFWXUH�RU�HTXLSPHQW�GDPDJH��7KHVH�FRXOG�UHVXOW�IURP�QXPHURXV�IDFWRUV��LQFOXGLQJ�

Ɣ KXPDQ�HUURU�
Ɣ HTXLSPHQW�IDLOXUH�
Ɣ SK\VLFDO��HOHFWURQLF�DQG�F\EHUVHFXULW\�EUHDFKHV�
Ɣ ILUH��HDUWKTXDNH��KXUULFDQH��IORRG��WRUQDGR�DQG�RWKHU�QDWXUDO�GLVDVWHUV�
Ɣ H[WUHPH�WHPSHUDWXUHV�
Ɣ IORRG�DQG�RU�ZDWHU�GDPDJH�
Ɣ ILEHU�FXWV�
Ɣ SRZHU�ORVV�
Ɣ WHUURULVW�DFWV��LQFOXGLQJ�DFWV�RI�ELRWHUURULVP�
Ɣ VDERWDJH��YDQGDOLVP�DQG�F\EHUDWWDFNV��DQG
Ɣ ORFDO�HSLGHPLFV�RU�JOREDO�SDQGHPLFV�VXFK�DV�WKH�&29,'����SDQGHPLF�

&HUWDLQ�RI�RXU�IDFLOLWLHV�DUH�ORFDWHG�LQ�DQ�DFWLYH�HDUWKTXDNH�DQG�WVXQDPL�]RQH��DQG�FHUWDLQ�RI�RXU�VXSSOLHUV�FRQGXFW�WKHLU�RSHUDWLRQV�LQ�WKH�VDPH
UHJLRQ�RU�LQ�RWKHU�ORFDWLRQV�WKDW�DUH�VXVFHSWLEOH�WR�QDWXUDO�GLVDVWHUV��7KH�RFFXUUHQFH�RI�D�QDWXUDO�RU�RWKHU�GLVDVWHU��VXFK�DV�DQ�HDUWKTXDNH��WVXQDPL�
KXUULFDQH��GURXJKW��IORRG��ILUH��ZLOGILUH�RU�DQ\�SRWHQWLDO�HIIHFWV�RI�FOLPDWH�FKDQJH�RU�ORFDOL]HG�H[WHQGHG�RXWDJHV�RI�FULWLFDO�XWLOLWLHV�RU�WUDQVSRUWDWLRQ
V\VWHPV��RU�DQ\�FULWLFDO�UHVRXUFH�VKRUWDJHV�DIIHFWLQJ�XV�RU�RXU�VXSSOLHUV�RU�PDQXIDFWXUHUV�FRXOG�FDXVH�D�VLJQLILFDQW�LQWHUUXSWLRQ�LQ�RXU�EXVLQHVV�
GDPDJH�RU�GHVWUR\�RXU�IDFLOLWLHV��SURGXFWLRQ�HTXLSPHQW�RU�LQYHQWRU\�RU�WKRVH�RI�RXU�VXSSOLHUV�DQG�FDXVH�XV�WR�LQFXU�VLJQLILFDQW�FRVWV�RU�UHVXOW�LQ
OLPLWDWLRQV�RQ�WKH�DYDLODELOLW\�RI�RXU�UDZ�PDWHULDOV��DQ\�RI�ZKLFK�FRXOG�KDUP�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�

:H�KDYH�WLPHOLQH�REOLJDWLRQV�WR�FHUWDLQ�FXVWRPHUV�ZLWK�UHVSHFW�WR�WKHLU�SURJUDPV��$V�D�UHVXOW��VHUYLFH�LQWHUUXSWLRQV�RU�VLJQLILFDQW�HTXLSPHQW�GDPDJH
LQ�RXU�ODERUDWRULHV�FRXOG�UHVXOW�LQ�GLIILFXOW\�PDLQWDLQLQJ�SURJUDP�WLPHOLQHV�IRU�WKHVH�FXVWRPHUV�DQG�SRWHQWLDO�FODLPV�UHODWHG�WR�VXFK�IDLOXUHV��%HFDXVH
WKH�VHUYLFHV�ZH�SURYLGH�LQ�RXU�ODERUDWRULHV�DUH�FULWLFDO�WR�PDQ\�RI�RXU�FXVWRPHUV¶�EXVLQHVVHV��VHUYLFH�LQWHUUXSWLRQV�RU�VLJQLILFDQW�HTXLSPHQW�GDPDJH
LQ�RXU�ODERUDWRULHV�FRXOG�DOVR
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UHVXOW�LQ�ORVW�UHYHQXH�RU�RWKHU�LQGLUHFW�RU�FRQVHTXHQWLDO�GDPDJHV�WR�RXU�FXVWRPHUV��:H�FDQQRW�JXDUDQWHH�WKDW�D�FRXUW�ZRXOG�HQIRUFH�DQ\�FRQWUDFWXDO
OLPLWDWLRQV�RQ�RXU�OLDELOLW\�LQ�WKH�HYHQW�WKDW�RQH�RI�RXU�FXVWRPHUV�EULQJV�D�ODZVXLW�DJDLQVW�XV�DV�D�UHVXOW�RI�D�SUREOHP�DW�RQH�RI�RXU�ODERUDWRULHV�DQG
ZH�PD\�GHFLGH�WR�UHDFK�VHWWOHPHQWV�ZLWK�DIIHFWHG�FXVWRPHUV�LUUHVSHFWLYH�RI�DQ\�VXFK�FRQWUDFWXDO�OLPLWDWLRQV��,Q�DGGLWLRQ��DQ\�ORVV�RI�VHUYLFH�
HTXLSPHQW�GDPDJH�RU�LQDELOLW\�WR�PHHW�RXU�VHUYLFH�REOLJDWLRQV�FRXOG�UHGXFH�WKH�FRQILGHQFH�RI�RXU�FXVWRPHUV�DQG�FRXOG�FRQVHTXHQWO\�LPSDLU�RXU
DELOLW\�WR�REWDLQ�DQG�UHWDLQ�FXVWRPHUV��ZKLFK�ZRXOG�DGYHUVHO\�DIIHFW�ERWK�RXU�DELOLW\�WR�JHQHUDWH�UHYHQXHV�DQG�RXU�RSHUDWLQJ�UHVXOWV�

)XUWKHUPRUH��ZH�DUH�GHSHQGHQW�XSRQ�LQWHUQHW�VHUYLFH�SURYLGHUV��WHOHFRPPXQLFDWLRQV�FDUULHUV�DQG�RWKHU�ZHEVLWH�RSHUDWRUV��VRPH�RI�ZKLFK�KDYH
H[SHULHQFHG�VLJQLILFDQW�V\VWHP�IDLOXUHV�DQG�HOHFWULFDO�RXWDJHV�LQ�WKH�SDVW�

2XU�FXVWRPHUV�PD\��LQ�WKH�IXWXUH��H[SHULHQFH�GLIILFXOWLHV�GXH�WR�V\VWHP�IDLOXUHV�XQUHODWHG�WR�RXU�V\VWHPV�DQG�RIIHULQJV��,I��IRU�DQ\�UHDVRQ��WKHVH
SURYLGHUV�IDLO�WR�SURYLGH�WKH�UHTXLUHG�VHUYLFHV��RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�FRXOG�EH�PDWHULDOO\�DQG�DGYHUVHO\
LPSDFWHG�

5LVNV�5HODWHG�WR�)LQDQFLDO�5HSRUWLQJ

:H�XVH�HVWLPDWHV�LQ�GHWHUPLQLQJ�WKH�IDLU�YDOXH�RI�FHUWDLQ�DVVHWV�DQG�OLDELOLWLHV��,I�RXU�HVWLPDWHV�SURYH�WR�EH�LQFRUUHFW��ZH�PD\�EH�UHTXLUHG�WR
ZULWH�GRZQ�WKH�YDOXH�RI�WKHVH�DVVHWV�RU�ZULWH�XS�WKH�YDOXH�RI�WKHVH�OLDELOLWLHV��ZKLFK�FRXOG�DGYHUVHO\�DIIHFW�RXU�ILQDQFLDO�SRVLWLRQ�

2XU�DELOLW\�WR�PHDVXUH�DQG�UHSRUW�RXU�ILQDQFLDO�SRVLWLRQ�DQG�RSHUDWLQJ�UHVXOWV�LV�LQIOXHQFHG�E\�WKH�QHHG�WR�HVWLPDWH�WKH�IDLU�YDOXH�RI�DQ�DVVHW�RU
OLDELOLW\��)DLU�YDOXH�LV�HVWLPDWHG�EDVHG�RQ�D�KLHUDUFK\�WKDW�PD[LPL]HV�WKH�XVH�RI�REVHUYDEOH�LQSXWV�DQG�PLQLPL]HV�WKH�XVH�RI�XQREVHUYDEOH�LQSXWV�
2EVHUYDEOH�LQSXWV�DUH�LQSXWV�WKDW�UHIOHFW�WKH�DVVXPSWLRQV�WKDW�PDUNHW�SDUWLFLSDQWV�ZRXOG�XVH�LQ�SULFLQJ�WKH�DVVHW�RU�OLDELOLW\�GHYHORSHG�EDVHG�RQ
PDUNHW�GDWD�REWDLQHG�IURP�VRXUFHV�LQGHSHQGHQW�RI�WKH�UHSRUWLQJ�HQWLW\��8QREVHUYDEOH�LQSXWV�DUH�LQSXWV�WKDW�UHIOHFW�WKH�UHSRUWLQJ�HQWLW\¶V�RZQ
DVVXPSWLRQV�DERXW�WKH�DVVXPSWLRQV�PDUNHW�SDUWLFLSDQWV�ZRXOG�XVH�LQ�SULFLQJ�WKH�DVVHW�RU�OLDELOLW\�GHYHORSHG�EDVHG�RQ�WKH�EHVW�LQIRUPDWLRQ
DYDLODEOH�LQ�WKH�FLUFXPVWDQFHV��:H�HVWLPDWH�WKH�LPSDFW�RU�RXWFRPH�RI�IXWXUH�HYHQWV�RQ�WKH�EDVLV�RI�LQIRUPDWLRQ�DYDLODEOH�DW�WKH�WLPH�RI�WKH�ILQDQFLDO
VWDWHPHQWV��$Q�DFFRXQWLQJ�HVWLPDWH�LV�FRQVLGHUHG�FULWLFDO�LI�LW�UHTXLUHV�WKDW�PDQDJHPHQW�PDNH�DVVXPSWLRQV�DERXW�PDWWHUV�WKDW�ZHUH�KLJKO\�XQFHUWDLQ
DW�WKH�WLPH�WKH�DFFRXQWLQJ�HVWLPDWH�ZDV�PDGH��,I�DFWXDO�UHVXOWV�GLIIHU�IURP�PDQDJHPHQW¶V�MXGJPHQWV�DQG�DVVXPSWLRQV��WKHQ�WKH\�PD\�KDYH�DQ
DGYHUVH�LPSDFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV�DQG�FDVK�IORZV�

2XU�DELOLW\�WR�XVH�RXU�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�DQG�FHUWDLQ�RWKHU�WD[�DWWULEXWHV�PD\�EH�OLPLWHG�

:H�KDYH�LQFXUUHG�QHW�ORVVHV�VLQFH�RXU�LQFHSWLRQ�DQG�ZH�PD\�QHYHU�DFKLHYH�RU�VXVWDLQ�SURILWDELOLW\��*HQHUDOO\��IRU�8�6��IHGHUDO�LQFRPH�WD[�SXUSRVHV�
QHW�RSHUDWLQJ�ORVVHV�LQFXUUHG�ZLOO�FDUU\�IRUZDUG��+RZHYHU��QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�JHQHUDWHG�SULRU�WR�-DQXDU\���������DUH�VXEMHFW�WR
H[SLUDWLRQ�IRU�8�6��IHGHUDO�LQFRPH�WD[�SXUSRVHV��$V�RI�'HFHPEHU�����������ZH�KDG�IHGHUDO�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�RI�DSSUR[LPDWHO\�����
ELOOLRQ��RI�ZKLFK��������PLOOLRQ�ZLOO�EHJLQ�WR�H[SLUH�LQ������DQG������ELOOLRQ�FDQ�EH�FDUULHG�IRUZDUG�LQGHILQLWHO\��$V�RI�'HFHPEHU�����������ZH�KDG�VWDWH
QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�RI�DSSUR[LPDWHO\������ELOOLRQ��RI�ZKLFK��������PLOOLRQ�ZLOO�EHJLQ�WR�H[SLUH�LQ������DQG��������PLOOLRQ�FDQ�EH�FDUULHG
IRUZDUG�LQGHILQLWHO\��$V�RI�'HFHPEHU�����������ZH�KDG�IHGHUDO�UHVHDUFK�DQG�GHYHORSPHQW�WD[�FUHGLW�FDUU\IRUZDUGV�RI�DSSUR[LPDWHO\�������PLOOLRQ�
ZKLFK�EHJLQ�WR�H[SLUH�LQ�������$V�RI�'HFHPEHU�����������ZH�DOVR�KDG�VWDWH�UHVHDUFK�DQG�GHYHORSPHQW�DQG�LQYHVWPHQW�WD[�FUHGLW�FDUU\IRUZDUGV�RI
DSSUR[LPDWHO\�������PLOOLRQ��ZKLFK�EHJLQ�WR�H[SLUH�LQ������

8QGHU�6HFWLRQV�����DQG�����RI�WKH�,QWHUQDO�5HYHQXH�&RGH�RI�������DV�DPHQGHG��LI�D�FRUSRUDWLRQ�XQGHUJRHV�DQ�³RZQHUVKLS�FKDQJH�´�JHQHUDOO\
GHILQHG�DV�D�JUHDWHU�WKDQ�����FKDQJH�E\�YDOXH�LQ�LWV�HTXLW\�RZQHUVKLS�E\�FHUWDLQ�VWRFNKROGHUV�RYHU�D�WKUHH�\HDU�SHULRG��WKH�FRUSRUDWLRQ¶V�DELOLW\�WR
XVH�LWV�SUH�RZQHUVKLS�FKDQJH�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�DQG�RWKHU�SUH�RZQHUVKLS�FKDQJH�WD[�DWWULEXWHV��VXFK�DV�UHVHDUFK�WD[�FUHGLWV��WR�RIIVHW
LWV�SRVW�RZQHUVKLS�FKDQJH�LQFRPH�RU�WD[HV�PD\�EH�OLPLWHG��6LPLODU�SURYLVLRQV�RI�VWDWH�WD[�ODZ�PD\�DOVR�DSSO\�WR�OLPLW�WKH�XVH�RI�RXU�VWDWH�QHW
RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�DQG�RWKHU�VWDWH�WD[�DWWULEXWHV��:H�KDYH�QRW�SHUIRUPHG�DQ�DQDO\VLV�WR�GHWHUPLQH�ZKHWKHU�RXU�SDVW�LVVXDQFHV�RI�VWRFN
DQG�RWKHU�FKDQJHV�LQ�RXU�VWRFN�RZQHUVKLS�PD\�KDYH�UHVXOWHG�LQ�RQH�RU�PRUH�RZQHUVKLS�FKDQJHV��,I�LW�LV�GHWHUPLQHG�WKDW�ZH�KDYH�LQ�WKH�SDVW
H[SHULHQFHG�DQ�RZQHUVKLS�FKDQJH��RU�LI�ZH�XQGHUJR�RQH�RU�PRUH�RZQHUVKLS�FKDQJHV�DV�D�UHVXOW�RI�IXWXUH�WUDQVDFWLRQV�LQ�RXU�VWRFN��ZKLFK�PD\�EH
RXWVLGH�RXU�FRQWURO��WKHQ�RXU�DELOLW\�WR�XWLOL]H�RXU�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�DQG�RWKHU�WD[�DWWULEXWHV�PD\�EH�PDWHULDOO\�OLPLWHG��$V�D�UHVXOW�
HYHQ�LI�ZH�HDUQ�WD[DEOH�LQFRPH��ZH�PD\�EH�XQDEOH�WR�XVH�D�PDWHULDO�SRUWLRQ�RI�RXU�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�DQG�RWKHU�WD[�DWWULEXWHV��ZKLFK
FRXOG�DGYHUVHO\�DIIHFW�RXU�IXWXUH�FDVK�IORZV��7KHUH�LV�DOVR�D�ULVN�WKDW�UHJXODWRU\�FKDQJHV��VXFK�DV�VXVSHQVLRQV�RQ�WKH�XVH�RI�QHW�RSHUDWLQJ�ORVVHV
RU�RWKHU�XQIRUHVHHQ�UHDVRQV��PD\�UHVXOW�LQ�RXU�H[LVWLQJ�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�H[SLULQJ�RU�RWKHUZLVH�EHFRPLQJ�XQDYDLODEOH

��



7DEOH�RI�&RQWHQWV

WR�RIIVHW�IXWXUH�WD[DEOH�LQFRPH��)RU�WKHVH�UHDVRQV��ZH�PD\�QRW�EH�DEOH�WR�XWLOL]H�D�PDWHULDO�SRUWLRQ�RI�RXU�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�DQG�RWKHU
WD[�DWWULEXWHV�HYHQ�LI�ZH�DWWDLQ�SURILWDELOLW\�

:H�KDG�LQ�WKH�SDVW�LGHQWLILHG�D�PDWHULDO�ZHDNQHVV�LQ�RXU�LQWHUQDO�FRQWUROV�RYHU�ILQDQFLDO�UHSRUWLQJ��DQG�ZH�PD\�LGHQWLI\�DGGLWLRQDO�PDWHULDO
ZHDNQHVVHV�LQ�WKH�IXWXUH��$�IDLOXUH�WR�PDLQWDLQ�DQ�HIIHFWLYH�V\VWHP�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��PD\�UHVXOW�LQ�IDLOXUH�WR
DFFXUDWHO\�UHSRUW�RXU�ILQDQFLDO�UHVXOWV�RU�SUHYHQW�IUDXG��$V�D�UHVXOW��VWRFNKROGHUV�FRXOG�ORVH�FRQILGHQFH�LQ�RXU�ILQDQFLDO�DQG�RWKHU�SXEOLF
UHSRUWLQJ��ZKLFK�ZRXOG�KDUP�RXU�EXVLQHVV�DQG�WKH�WUDGLQJ�SULFH�RI�RXU�FRPPRQ�VWRFN�

6(&�DQG�1HZ�<RUN�6WRFN�([FKDQJH��³1<6(´��UXOHV�DQG�UHJXODWLRQV�UHTXLUH��DPRQJ�RWKHU�WKLQJV��WKDW�ZH�HVWDEOLVK�DQG�SHULRGLFDOO\�HYDOXDWH
SURFHGXUHV�ZLWK�UHVSHFW�WR�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��,Q�DGGLWLRQ��ZH�DUH�UHTXLUHG�WR�GRFXPHQW�DQG�WHVW�RXU�LQWHUQDO�FRQWURO�RYHU
ILQDQFLDO�UHSRUWLQJ�SXUVXDQW�WR�6HFWLRQ�����RI�WKH�6DUEDQHV�2[OH\�$FW�RI������VR�WKDW�RXU�PDQDJHPHQW�FDQ�FHUWLI\�DV�WR�WKH�HIIHFWLYHQHVV�RI�RXU
LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��/LNHZLVH��RXU�LQGHSHQGHQW�UHJLVWHUHG�SXEOLF�DFFRXQWLQJ�ILUP�LV�UHTXLUHG�WR�DWWHVW�WR�WKH�HIIHFWLYHQHVV�RI�RXU
LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�

$V�SUHYLRXVO\�GLVFORVHG�LQ�3DUW�,,�,WHP��$��³&RQWUROV�DQG�3URFHGXUHV´��RI�RXU�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������
LQ�FRQQHFWLRQ�ZLWK�WKH�DXGLW�RI�RXU�ILQDQFLDO�VWDWHPHQWV�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������ZH�FRQFOXGHG�WKDW�WKHUH�ZDV�D�PDWHULDO�ZHDNQHVV�LQ
RXU�LQWHUQDO�FRQWUROV�RYHU�ILQDQFLDO�UHSRUWLQJ��7KH�PDWHULDO�ZHDNQHVV�LGHQWLILHG�GLG�QRW�UHVXOW�LQ�DQ\�PDWHULDO�PLVVWDWHPHQW�RI�RXU�ILQDQFLDO
VWDWHPHQWV��7KH�PDWHULDO�ZHDNQHVV�LGHQWLILHG�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������ZDV�UHPHGLDWHG�DV�RI�'HFHPEHU�����������+RZHYHU��ZH�PD\�LQ
WKH�IXWXUH�GLVFRYHU�RWKHU�DUHDV�RI�RXU�LQWHUQDO�FRQWUROV�WKDW�UHTXLUH�UHPHGLDWLRQ�

:H�FDQQRW�SURYLGH�DVVXUDQFHV�WKDW�WKHUH�ZLOO�QRW�EH�PDWHULDO�ZHDNQHVVHV�RU�VLJQLILFDQW�GHILFLHQFLHV�LQ�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ
LQ�WKH�IXWXUH��$Q\�IDLOXUH�WR�PDLQWDLQ�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�FRXOG�VHYHUHO\�LQKLELW�RXU�DELOLW\�WR�DFFXUDWHO\�UHSRUW�RXU�ILQDQFLDO
FRQGLWLRQ��RU�UHVXOWV�RI�RSHUDWLRQV��$Q\�PDWHULDO�ZHDNQHVVHV�RU�VLJQLILFDQW�GHILFLHQFLHV�LQ�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�FRXOG�FDXVH
LQYHVWRUV�WR�ORVH�FRQILGHQFH�LQ�WKH�DFFXUDF\�DQG�FRPSOHWHQHVV�RI�RXU�ILQDQFLDO�UHSRUWV��WKH�PDUNHW�SULFH�RI�VKDUHV�RI�RXU�FRPPRQ�VWRFN�WR�GHFOLQH�
DQG�UHVXOW�LQ�VDQFWLRQV�RU�LQYHVWLJDWLRQV�E\�1<6(��WKH�6(&�RU�RWKHU�UHJXODWRU\�DXWKRULWLHV��)DLOXUH�WR�UHPHG\�PDWHULDO�ZHDNQHVVHV�LQ�RXU�LQWHUQDO
FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�RU�WR�LPSOHPHQW�RU�PDLQWDLQ�RWKHU�HIIHFWLYH�FRQWURO�V\VWHPV�FRXOG�DOVR�UHVWULFW�RXU�IXWXUH�DFFHVV�WR�WKH�FDSLWDO
PDUNHWV�

$GYHUVH�GHYHORSPHQWV�DIIHFWLQJ�WKH�ILQDQFLDO�VHUYLFHV�LQGXVWU\�FRXOG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�RSHUDWLRQV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV
RI�RSHUDWLRQV�

$FWXDO�RU�UXPRUHG�HYHQWV�LQYROYLQJ�UHGXFHG�RU�OLPLWHG�OLTXLGLW\��GHIDXOWV��QRQ�SHUIRUPDQFH�RU�RWKHU�DGYHUVH�GHYHORSPHQWV�WKDW�DIIHFW�ILQDQFLDO
LQVWLWXWLRQV�RU�RWKHU�FRPSDQLHV�LQ�WKH�ILQDQFLDO�VHUYLFHV�LQGXVWU\�RU�WKH�ILQDQFLDO�VHUYLFHV�LQGXVWU\�JHQHUDOO\��KDYH�LQ�WKH�SDVW�DQG�PD\�LQ�WKH�IXWXUH
OHDG�WR�PDUNHW�ZLGH�OLTXLGLW\�SUREOHPV��)RU�H[DPSOH��WKH�FORVXUHV�RI�69%��6LJQDWXUH�%DQN�DQG�)LUVW�5HSXEOLF�%DQN�LQ�WKH�VSULQJ�RI������FUHDWHG
EDQN�VSHFLILF�DQG�EURDGHU�ILQDQFLDO�LQVWLWXWLRQ�OLTXLGLW\�ULVN�DQG�FRQFHUQV��)XWXUH�DGYHUVH�GHYHORSPHQWV�ZLWK�UHVSHFW�WR�VSHFLILF�ILQDQFLDO
LQVWLWXWLRQV�RU�WKH�EURDGHU�ILQDQFLDO�VHUYLFHV�LQGXVWU\�PD\�OHDG�WR�PDUNHW�ZLGH�OLTXLGLW\�VKRUWDJHV��LPSDLU�WKH�DELOLW\�RI�FRPSDQLHV�WR�DFFHVV�ZRUNLQJ
FDSLWDO�QHHGV��DQG�FUHDWH�DGGLWLRQDO�PDUNHW�DQG�HFRQRPLF�XQFHUWDLQW\�

:H�UHJXODUO\�PDLQWDLQ�FDVK�EDODQFHV�DW�WKLUG�SDUW\�ILQDQFLDO�LQVWLWXWLRQV�LQ�H[FHVV�RI�WKH�)HGHUDO�'HSRVLW�,QVXUDQFH�&RUSRUDWLRQ�LQVXUDQFH�OLPLW��$Q\
IDLOXUH�RI�D�GHSRVLWRU\�LQVWLWXWLRQ�WR�UHWXUQ�RXU�GHSRVLWV��RU�LI�D�GHSRVLWRU\�LQVWLWXWLRQ�LV�VXEMHFW�WR�RWKHU�DGYHUVH�FRQGLWLRQV�LQ�WKH�ILQDQFLDO�RU�FUHGLW
PDUNHWV��FRXOG�IXUWKHU�LPSDFW�DFFHVV�WR�RXU�LQYHVWHG�FDVK�RU�FDVK�HTXLYDOHQWV�DQG�FRXOG�DGYHUVHO\�LPSDFW�RXU�RSHUDWLQJ�OLTXLGLW\�DQG�ILQDQFLDO
SHUIRUPDQFH�

,Q�DGGLWLRQ��ZLGHVSUHDG�LQYHVWRU�FRQFHUQV�UHJDUGLQJ�WKH�8�6��RU�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHPV�FRXOG�UHVXOW�LQ�OHVV�IDYRUDEOH�FRPPHUFLDO�ILQDQFLQJ
WHUPV��LQFOXGLQJ�KLJKHU�LQWHUHVW�UDWHV�RU�FRVWV�DQG�WLJKWHU�ILQDQFLDO�DQG�RSHUDWLQJ�FRYHQDQWV��RU�V\VWHPLF�OLPLWDWLRQV�RQ�DFFHVV�WR�FUHGLW�DQG�OLTXLGLW\
VRXUFHV��WKHUHE\�PDNLQJ�LW�PRUH�GLIILFXOW�IRU�XV�WR�DFTXLUH�ILQDQFLQJ�RQ�DFFHSWDEOH�WHUPV�RU�DW�DOO��$Q\�GHFOLQH�LQ�DYDLODEOH�IXQGLQJ�RU�DFFHVV�WR�RXU
FDVK�DQG�OLTXLGLW\�UHVRXUFHV�FRXOG��DPRQJ�RWKHU�ULVNV��DGYHUVHO\�LPSDFW�RXU�DELOLW\�WR�PHHW�RXU�RSHUDWLQJ�H[SHQVHV��ILQDQFLDO�REOLJDWLRQV�RU�IXOILOO
RXU�RWKHU�REOLJDWLRQV��RU�UHVXOW�LQ�EUHDFKHV�RI�RXU�ILQDQFLDO�DQG�RU�FRQWUDFWXDO�REOLJDWLRQV��$Q\�RI�WKHVH�LPSDFWV��RU�DQ\�RWKHU�LPSDFWV�UHVXOWLQJ
IURP�WKH�IDFWRUV�GHVFULEHG�DERYH�RU�RWKHU�UHODWHG�RU�VLPLODU�IDFWRUV�QRW�GHVFULEHG�DERYH��FRXOG�KDYH�PDWHULDO�DGYHUVH�LPSDFWV�RQ�RXU�OLTXLGLW\�DQG
RXU�FXUUHQW�DQG�RU�SURMHFWHG�EXVLQHVV�RSHUDWLRQV�DQG�ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�
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5LVNV�5HODWHG�WR�*RYHUQPHQWDO�5HJXODWLRQ�DQG�/LWLJDWLRQ

)DLOXUH�WR�FRPSO\�ZLWK�IHGHUDO��VWDWH��ORFDO�DQG�LQWHUQDWLRQDO�ODZV�DQG�UHJXODWLRQV�FRXOG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�DQG�RXU�ILQDQFLDO
FRQGLWLRQ�

$�YDULHW\�RI�IHGHUDO��VWDWH��ORFDO�DQG�LQWHUQDWLRQDO�ODZV�DQG�UHJXODWLRQV�JRYHUQ�FHUWDLQ�DVSHFWV�RI�RXU�EXVLQHVV��)RU�H[DPSOH��ZH�PDLQWDLQ�D
UHJLVWUDWLRQ�IURP�WKH�'($�IRU�WKH�UHVHDUFK�RI�FHUWDLQ�FRQWUROOHG�VXEVWDQFHV�DQG�SHUPLWV�IURP�WKH�%RVWRQ�3XEOLF�+HDOWK�&RPPLVVLRQ�WR�FRQGXFW�ZRUN
ZLWK�UHFRPELQDQW�'1$��6RPH�RI�RXU�SURJUDPV�RU�SURGXFWV�PDGH�RU�GHYHORSHG�XVLQJ�RXU�HQJLQHHUHG�FHOOV�DQG�RU�ELRPDQXIDFWXULQJ�SURFHVVHV�DUH
VXEMHFW�WR�UHJXODWLRQV��LQFOXGLQJ�WKRVH�SURPXOJDWHG�E\�WKH�)'$��'($��(3$�RU�86'$��,Q�DGGLWLRQ��ZH�DUH�VXEMHFW�WR�ODZV�UHODWLQJ�WR��DPRQJ�RWKHU
WKLQJV��DQWL�EULEHU\��LQVLGHU�WUDGLQJ��VRXUFLQJ�RI�ELRORJLFDO�PDWHULDOV�DQG�GDWD�SULYDF\��7KH�OHJDO�DQG�UHJXODWRU\�UHTXLUHPHQWV�WKDW�DSSO\�WR�RXU
EXVLQHVV�PD\�EH�LQWHUSUHWHG�DQG�DSSOLHG�LQ�D�PDQQHU�WKDW�LV�LQFRQVLVWHQW�IURP�RQH�MXULVGLFWLRQ�WR�DQRWKHU�RU�PD\�FRQIOLFW�ZLWK�RWKHU�UXOHV�RU�RXU
SUDFWLFHV��$V�D�UHVXOW��RXU�SUDFWLFHV�PD\�QRW�FRPSO\��RU�PD\�QRW�FRPSO\�LQ�WKH�IXWXUH�ZLWK�DOO�VXFK�ODZV��UHJXODWLRQV��UHTXLUHPHQWV�DQG�REOLJDWLRQV�
$Q\�IDLOXUH��RU�SHUFHLYHG�IDLOXUH��E\�XV�WR�FRPSO\�ZLWK�DQ\�IHGHUDO��VWDWH��ORFDO�RU�LQWHUQDWLRQDO�ODZV��UHJXODWLRQV��LQGXVWU\�VHOI�UHJXODWRU\�SULQFLSOHV�
LQGXVWU\�VWDQGDUGV�RU�FRGHV�RI�FRQGXFW��UHJXODWRU\�JXLGDQFH��RUGHUV�WR�ZKLFK�ZH�PD\�EH�VXEMHFW�RU�RWKHU�OHJDO�REOLJDWLRQV�FRXOG�DGYHUVHO\�DIIHFW
RXU�UHSXWDWLRQ��EUDQG�DQG�EXVLQHVV��DQG�PD\�UHVXOW�LQ�FODLPV��SURFHHGLQJV�RU�DFWLRQV�DJDLQVW�XV�E\�JRYHUQPHQWDO�HQWLWLHV�RU�RWKHUV�RU�RWKHU
OLDELOLWLHV�RU�UHTXLUH�XV�WR�FKDQJH�RXU�RSHUDWLRQV��:H�PD\�DOVR�EH�FRQWUDFWXDOO\�UHTXLUHG�WR�LQGHPQLI\�DQG�KROG�KDUPOHVV�WKLUG�SDUWLHV�IURP�WKH�FRVWV
RU�FRQVHTXHQFHV�RI�QRQ�FRPSOLDQFH�ZLWK�DQ\�ODZV��UHJXODWLRQV�RU�RWKHU�OHJDO�REOLJDWLRQV�

:H�PD\�DOVR�EHFRPH�VXEMHFW�WR�LQFUHDVLQJ�UHJXODWLRQ�LQ�WKH�IXWXUH�DV�ZH�H[SDQG�RXU�EXVLQHVV��$V�ZH�FRQWLQXH�WR�H[SDQG�RXU�RSHUDWLRQV�DQG
RIIHULQJV�GRPHVWLFDOO\�DQG�JOREDOO\��ZH�ZLOO�KDYH�WR�H[SHQG�VLJQLILFDQW�PDQDJHPHQW�DQG�ILQDQFLDO�UHVRXUFHV�WR�PDLQWDLQ�FRPSOLDQW�SUDFWLFHV�LQ�WKRVH
ORFDWLRQV��1RQ�FRPSOLDQFH�FRXOG�OHDG�WR�OLWLJDWLRQ��ZKLFK�ZRXOG�UHTXLUH�VXEVWDQWLDO�PDQDJHPHQW�DQG�ILQDQFLDO�UHVRXUFHV�

:H�PD\�LQFXU�VLJQLILFDQW�FRVWV�FRPSO\LQJ�ZLWK�HQYLURQPHQWDO��KHDOWK�DQG�VDIHW\�ODZV�DQG�UHJXODWLRQV��DQG�IDLOXUH�WR�FRPSO\�ZLWK�WKHVH�ODZV
DQG�UHJXODWLRQV�FRXOG�H[SRVH�XV�WR�VLJQLILFDQW�OLDELOLWLHV�

:H�XVH�KD]DUGRXV�FKHPLFDO�DQG�ELRORJLFDO�PDWHULDOV�LQ�RXU�EXVLQHVV�DQG�DUH�VXEMHFW�WR�D�YDULHW\�RI�IHGHUDO��VWDWH��ORFDO�DQG�LQWHUQDWLRQDO�ODZV�DQG
UHJXODWLRQV�JRYHUQLQJ��DPRQJ�RWKHU�PDWWHUV��WKH�XVH��JHQHUDWLRQ��PDQXIDFWXUH��WUDQVSRUWDWLRQ��VWRUDJH��KDQGOLQJ��GLVSRVDO�RI��DQG�KXPDQ�H[SRVXUH
WR�WKHVH�PDWHULDOV��LQFOXGLQJ�UHJXODWLRQ�E\�JRYHUQPHQWDO�UHJXODWRU\�DJHQFLHV��VXFK�DV�WKH�2FFXSDWLRQDO�6DIHW\�DQG�+HDOWK�$GPLQLVWUDWLRQ�DQG�WKH
(3$��:H�KDYH�LQFXUUHG��DQG�ZLOO�FRQWLQXH�WR�LQFXU��FDSLWDO�DQG�RSHUDWLQJ�H[SHQGLWXUHV�DQG�RWKHU�FRVWV�LQ�WKH�RUGLQDU\�FRXUVH�RI�RXU�EXVLQHVV�LQ
FRPSO\LQJ�ZLWK�WKHVH�ODZV�DQG�UHJXODWLRQV�

$OWKRXJK�ZH�KDYH�LPSOHPHQWHG�VDIHW\�SURFHGXUHV�IRU�VWRULQJ��KDQGOLQJ�DQG�GLVSRVLQJ�RI�WKHVH�PDWHULDOV�DQG�ZDVWH�SURGXFWV�LQ�DQ�HIIRUW�WR�FRPSO\
ZLWK�WKHVH�ODZV�DQG�UHJXODWLRQV��ZH�FDQQRW�EH�VXUH�WKDW�RXU�VDIHW\�PHDVXUHV�ZLOO�EH�FRPSOLDQW�RU�FDSDEOH�RI�HOLPLQDWLQJ�WKH�ULVN�RI�LQMXU\�RU
FRQWDPLQDWLRQ�IURP�WKH�JHQHUDWLRQ��PDQXIDFWXULQJ��XVH��VWRUDJH��WUDQVSRUWDWLRQ��KDQGOLQJ��GLVSRVDO�RI�DQG�KXPDQ�H[SRVXUH�WR�KD]DUGRXV�PDWHULDOV
DQG�RU�IODPPDEOH�FKHPLFDOV��)DLOXUH�WR�FRPSO\�ZLWK�HQYLURQPHQWDO��KHDOWK�DQG�VDIHW\�ODZV�FRXOG�VXEMHFW�XV�WR�OLDELOLW\�DQG�UHVXOWLQJ�GDPDJHV��7KHUH
FDQ�EH�QR�DVVXUDQFH�WKDW�YLRODWLRQV�RI�HQYLURQPHQWDO��KHDOWK�DQG�VDIHW\�ODZV�ZLOO�QRW�RFFXU�DV�D�UHVXOW�RI�KXPDQ�HUURU��DFFLGHQW��HTXLSPHQW�IDLOXUH�
FRQWDPLQDWLRQ��LQWHQWLRQDO�PLVFRQGXFW�RU�RWKHU�FDXVHV��&RPSOLDQFH�ZLWK�DSSOLFDEOH�HQYLURQPHQWDO�ODZV�DQG�UHJXODWLRQV�PD\�EH�H[SHQVLYH��DQG�WKH
IDLOXUH�WR�FRPSO\�ZLWK�SDVW��SUHVHQW�RU�IXWXUH�ODZV�FRXOG�UHVXOW�LQ�WKH�LPSRVLWLRQ�RI�ILQHV��UHJXODWRU\�RYHUVLJKW�FRVWV��WKLUG�SDUW\�SURSHUW\�GDPDJH�
SURGXFW�OLDELOLW\�DQG�SHUVRQDO�LQMXU\�FODLPV��LQYHVWLJDWLRQ�DQG�UHPHGLDWLRQ�FRVWV��WKH�VXVSHQVLRQ�RI�SURGXFWLRQ�RU�D�FHVVDWLRQ�RI�RSHUDWLRQV��DQG�RXU
OLDELOLW\�PD\�H[FHHG�RXU�WRWDO�DVVHWV��/LDELOLW\�XQGHU�HQYLURQPHQWDO�ODZV�FDQ�EH�LPSRVHG�IRU�WKH�IXOO�DPRXQW�RI�GDPDJHV�ZLWKRXW�UHJDUG�WR
FRPSDUDWLYH�IDXOW�IRU�WKH�LQYHVWLJDWLRQ�DQG�FOHDQXS�RI�FRQWDPLQDWLRQ�DQG�LPSDFWV�WR�KXPDQ�KHDOWK�DQG�IRU�GDPDJHV�WR�QDWXUDO�UHVRXUFHV�
&RQWDPLQDWLRQ�DW�SURSHUWLHV�ZH�PD\�RZQ�DQG�RSHUDWH�DQG�DW�SURSHUWLHV�WR�ZKLFK�ZH�VHQG�KD]DUGRXV�PDWHULDOV��PD\�UHVXOW�LQ�OLDELOLW\�IRU�XV�XQGHU
HQYLURQPHQWDO�ODZV�DQG�UHJXODWLRQV�

2XU�EXVLQHVV�DQG�RSHUDWLRQV�PD\�EH�DIIHFWHG�E\�RWKHU�QHZ�HQYLURQPHQWDO��KHDOWK�DQG�VDIHW\�ODZV�DQG�UHJXODWLRQV��ZKLFK�PD\�UHTXLUH�XV�WR�FKDQJH
RXU�RSHUDWLRQV��RU�UHVXOW�LQ�JUHDWHU�FRPSOLDQFH�FRVWV�DQG�LQFUHDVLQJ�ULVNV�DQG�SHQDOWLHV�DVVRFLDWHG�ZLWK�YLRODWLRQV��ZKLFK�FRXOG�LPSDLU�RXU�UHVHDUFK�
GHYHORSPHQW�RU�SURGXFWLRQ�HIIRUWV�DQG�KDUP�RXU�EXVLQHVV�

,I�ZH�IDLO�WR�FRPSO\�ZLWK�KHDOWKFDUH�DQG�RWKHU�JRYHUQPHQWDO�UHJXODWLRQV��ZH�FRXOG�IDFH�VXEVWDQWLDO�SHQDOWLHV�DQG�RXU�EXVLQHVV��ILQDQFLDO
FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�FRXOG�EH�DGYHUVHO\�DIIHFWHG�

2XU�EXVLQHVV�DFWLYLWLHV�PD\�EH�VXEMHFW�WR�UHJXODWLRQ�DQG�HQIRUFHPHQW�E\�WKH�)'$��8�6��'HSDUWPHQW�RI�-XVWLFH��++6��2IILFH�RI�,QVSHFWRU�*HQHUDO�
DQG�RWKHU�IHGHUDO�DQG�VWDWH�JRYHUQPHQWDO�DXWKRULWLHV��$OWKRXJK�RXU�RIIHULQJV�DUH�QRW�FXUUHQWO\�ELOOHG
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WR�DQ\�WKLUG�SDUW\�SD\RU��LQFOXGLQJ�DQ\�FRPPHUFLDO�SD\RU�RU�JRYHUQPHQW�KHDOWKFDUH�SURJUDP��ZH�PD\��LQ�WKH�IXWXUH��VXEPLW�FODLPV�IRU�RXU�VHUYLFHV�WR
WKLUG�SDUW\�SD\RUV��LQFOXGLQJ�JRYHUQPHQW�KHDOWKFDUH�SURJUDPV��,I�ZH�VXEPLW�FODLPV�WR�WKLUG�SDUW\�SD\RUV��VXFK�DFWLYLW\�ZLOO�H[SDQG�WKH�VFRSH�RI
IHGHUDO�DQG�VWDWH�KHDOWKFDUH�ODZV�DSSOLFDEOH�WR�XV�

)HGHUDO�DQG�VWDWH�KHDOWKFDUH�ODZV�DQG�UHJXODWLRQV�WKDW�PD\�DIIHFW�RXU�DELOLW\�WR�FRQGXFW�EXVLQHVV�LQFOXGH��ZLWKRXW�OLPLWDWLRQ�

Ɣ WKH�IHGHUDO�$QWL�.LFNEDFN�6WDWXWH��ZKLFK�SURKLELWV��DPRQJ�RWKHU�WKLQJV��SHUVRQV�RU�HQWLWLHV�IURP�NQRZLQJO\�DQG�ZLOOIXOO\�VROLFLWLQJ�
RIIHULQJ��UHFHLYLQJ�RU�SD\LQJ�DQ\�UHPXQHUDWLRQ��GLUHFWO\�RU�LQGLUHFWO\��RYHUWO\�RU�FRYHUWO\��LQ�FDVK�RU�LQ�NLQG��WR�LQGXFH�RU�UHZDUG�HLWKHU�WKH
UHIHUUDO�RI�DQ�LQGLYLGXDO�IRU��RU�WKH�SXUFKDVH��OHDVH��RUGHU��RU�DUUDQJLQJ�IRU�RU�UHFRPPHQGLQJ�WKH�SXUFKDVH��OHDVH�RU�RUGHU�RI��DQ\�LWHP�RU
VHUYLFH��IRU�ZKLFK�SD\PHQW�PD\�EH�PDGH��LQ�ZKROH�RU�LQ�SDUW��XQGHU�IHGHUDO�KHDOWKFDUH�SURJUDPV�VXFK�DV�0HGLFDUH�DQG�0HGLFDLG��$�SHUVRQ
RU�HQWLW\�GRHV�QRW�QHHG�WR�KDYH�DFWXDO�NQRZOHGJH�RI�WKH�VWDWXWH�RU�VSHFLILF�LQWHQW�WR�YLRODWH�LW�LQ�RUGHU�WR�KDYH�FRPPLWWHG�D�YLRODWLRQ�

Ɣ WKH�IHGHUDO�SK\VLFLDQ�VHOI�UHIHUUDO�SURKLELWLRQ��FRPPRQO\�NQRZQ�DV�WKH�6WDUN�/DZ��ZKLFK�SURKLELWV�D�SK\VLFLDQ��LQ�WKH�DEVHQFH�RI�DQ
DSSOLFDEOH�H[FHSWLRQ��IURP�PDNLQJ�D�UHIHUUDO�IRU�FHUWDLQ�GHVLJQDWHG�KHDOWK�VHUYLFHV�FRYHUHG�E\�WKH�0HGLFDUH�RU�0HGLFDLG�SURJUDP��LQFOXGLQJ
FOLQLFDO�ODERUDWRU\�VHUYLFHV��LI�WKH�SK\VLFLDQ�RU�DQ�LPPHGLDWH�IDPLO\�PHPEHU�RI�WKH�SK\VLFLDQ�KDV�D�ILQDQFLDO�UHODWLRQVKLS�ZLWK�WKH�HQWLW\
SURYLGLQJ�WKH�GHVLJQDWHG�KHDOWK�VHUYLFHV��7KH�6WDUN�/DZ�DOVR�SURKLELWV�WKH�HQWLW\�IXUQLVKLQJ�WKH�GHVLJQDWHG�KHDOWK�VHUYLFHV�IURP�ELOOLQJ�
SUHVHQWLQJ�RU�FDXVLQJ�WR�EH�SUHVHQWHG�D�FODLP�IRU�WKH�GHVLJQDWHG�KHDOWK�VHUYLFHV�IXUQLVKHG�SXUVXDQW�WR�WKH�SURKLELWHG�UHIHUUDO�

Ɣ WKH�IHGHUDO�FLYLO�IDOVH�FODLPV�ODZV��LQFOXGLQJ�ZLWKRXW�OLPLWDWLRQ�WKH�IHGHUDO�)DOVH�&ODLPV�$FW��ZKLFK�FDQ�EH�HQIRUFHG�WKURXJK�³TXL�WDP�´�RU
ZKLVWOHEORZHU�DFWLRQV��E\�SULYDWH�FLWL]HQV�RQ�EHKDOI�RI�WKH�IHGHUDO�JRYHUQPHQW���DQG�FLYLO�PRQHWDU\�SHQDOWLHV�ODZV��ZKLFK�SURKLELW��DPRQJ
RWKHU�WKLQJV��LQGLYLGXDOV�RU�HQWLWLHV�IURP�NQRZLQJO\�SUHVHQWLQJ��RU�FDXVLQJ�WR�EH�SUHVHQWHG��IDOVH�RU�IUDXGXOHQW�FODLPV�IRU�SD\PHQW�RI
JRYHUQPHQW�IXQGV��RU�NQRZLQJO\�PDNLQJ��XVLQJ�RU�FDXVLQJ�WR�EH�PDGH�RU�XVHG��D�IDOVH�UHFRUG�RU�VWDWHPHQW�PDWHULDO�WR�DQ�REOLJDWLRQ�WR�SD\
PRQH\�WR�WKH�JRYHUQPHQW�RU�NQRZLQJO\�DQG�LPSURSHUO\�DYRLGLQJ��GHFUHDVLQJ�RU�FRQFHDOLQJ�DQ�REOLJDWLRQ�WR�SD\�PRQH\�WR�WKH�IHGHUDO
JRYHUQPHQW��,Q�DGGLWLRQ��WKH�JRYHUQPHQW�PD\�DVVHUW�WKDW�D�FODLP�LQFOXGLQJ�LWHPV�DQG�VHUYLFHV�UHVXOWLQJ�IURP�D�YLRODWLRQ�RI�WKH�IHGHUDO�$QWL�
.LFNEDFN�6WDWXWH�RU�6WDUN�/DZ�FRQVWLWXWHV�D�IDOVH�RU�IUDXGXOHQW�FODLP�IRU�SXUSRVHV�RI�WKH�FLYLO�)DOVH�&ODLPV�$FW�

Ɣ WKH�(.5$��ZKLFK�FUHDWHG�D�QHZ�IHGHUDO�FULPH�IRU�NQRZLQJO\�DQG�ZLOOIXOO\������VROLFLWLQJ�RU�UHFHLYLQJ�DQ\�UHPXQHUDWLRQ�LQ�UHWXUQ�IRU�UHIHUULQJ
D�SDWLHQW�WR�D�UHFRYHU\�KRPH��FOLQLFDO�WUHDWPHQW�IDFLOLW\��RU�ODERUDWRU\��RU�����SD\LQJ�RU�RIIHULQJ�DQ\�UHPXQHUDWLRQ�WR�LQGXFH�VXFK�D�UHIHUUDO�RU
LQ�H[FKDQJH�IRU�DQ�LQGLYLGXDO�XVLQJ�WKH�VHUYLFHV�RI�D�UHFRYHU\�KRPH��FOLQLFDO�WUHDWPHQW�IDFLOLW\��RU�ODERUDWRU\��8QOLNH�WKH�$QWL�.LFNEDFN
6WDWXWH��(.5$�LV�QRW�OLPLWHG�WR�VHUYLFHV�UHLPEXUVDEOH�XQGHU�D�JRYHUQPHQW�KHDOWK�FDUH�SURJUDP��EXW�LQVWHDG�H[WHQGV�WR�DOO�VHUYLFHV
UHLPEXUVHG�E\�³KHDOWK�FDUH�EHQHILW�SURJUDPV´�

Ɣ WKH�KHDOWKFDUH�IUDXG�VWDWXWHV�XQGHU�+,3$$��ZKLFK�LPSRVH�FULPLQDO�DQG�FLYLO�OLDELOLW\�IRU��DPRQJ�RWKHU�WKLQJV��NQRZLQJO\�DQG�ZLOOIXOO\
H[HFXWLQJ��RU�DWWHPSWLQJ�WR�H[HFXWH��D�VFKHPH�WR�GHIUDXG�DQ\�KHDOWKFDUH�EHQHILW�SURJUDP��RU�NQRZLQJO\�DQG�ZLOOIXOO\�IDOVLI\LQJ��FRQFHDOLQJ
RU�FRYHULQJ�XS�D�PDWHULDO�IDFW�RU�PDNLQJ�DQ\�PDWHULDOO\�IDOVH�VWDWHPHQW��LQ�FRQQHFWLRQ�ZLWK�WKH�GHOLYHU\�RI��RU�SD\PHQW�IRU�KHDOWKFDUH
EHQHILWV��LWHPV�RU�VHUYLFHV�E\�D�KHDOWKFDUH�EHQHILW�SURJUDP��ZKLFK�LQFOXGHV�ERWK�JRYHUQPHQW�DQG�SULYDWHO\�IXQGHG�EHQHILWV�SURJUDPV�
6LPLODU�WR�WKH�IHGHUDO�$QWL�.LFNEDFN�6WDWXWH��D�SHUVRQ�RU�HQWLW\�GRHV�QRW�QHHG�WR�KDYH�DFWXDO�NQRZOHGJH�RI�WKH�VWDWXWH�RU�VSHFLILF�LQWHQW�WR
YLRODWH�LW�LQ�RUGHU�WR�KDYH�FRPPLWWHG�D�YLRODWLRQ�

Ɣ +,3$$��DV�DPHQGHG�E\�WKH�+HDOWK�,QIRUPDWLRQ�7HFKQRORJ\�IRU�(FRQRPLF�DQG�&OLQLFDO�+HDOWK�$FW��³+,7(&+´��HQDFWHG�DV�SDUW�RI�WKH
$PHULFDQ�5HFRYHU\�DQG�5HLQYHVWPHQW�$FW�RI�������DQG�LWV�LPSOHPHQWLQJ�UHJXODWLRQV��DQG�DV�DPHQGHG�DJDLQ�E\�WKH�0RGLILFDWLRQV�WR�WKH
+,3$$�3ULYDF\��6HFXULW\��(QIRUFHPHQW�DQG�%UHDFK�1RWLILFDWLRQ�5XOHV�8QGHU�+,7(&+�DQG�WKH�*HQHWLF�,QIRUPDWLRQ�1RQGLVFULPLQDWLRQ�$FW�
2WKHU�0RGLILFDWLRQV�WR�WKH�+,3$$�5XOHV��FRPPRQO\�UHIHUUHG�WR�DV�WKH�)LQDO�+,3$$�2PQLEXV�5XOH��SXEOLVKHG�LQ�-DQXDU\�������ZKLFK
LPSRVHV�FHUWDLQ�REOLJDWLRQV��LQFOXGLQJ�PDQGDWRU\�FRQWUDFWXDO�WHUPV��RQ�FRYHUHG�HQWLWLHV�VXEMHFW�WR�+,3$$��L�H���KHDOWK�SODQV��KHDOWKFDUH
FOHDULQJKRXVHV�DQG�FHUWDLQ�KHDOWKFDUH�SURYLGHUV���DV�ZHOO�DV�WKHLU�EXVLQHVV�DVVRFLDWHV�WKDW�SHUIRUP�FHUWDLQ�VHUYLFHV�IRU�RU�RQ�WKHLU�EHKDOI
LQYROYLQJ�WKH�XVH�RU�GLVFORVXUH�RI�LQGLYLGXDOO\�LGHQWLILDEOH�KHDOWK
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LQIRUPDWLRQ��WR�VDIHJXDUG�WKH�SULYDF\��VHFXULW\�DQG�WUDQVPLVVLRQ�RI�LQGLYLGXDOO\�LGHQWLILDEOH�KHDOWK�LQIRUPDWLRQ�IURP�DQ\�XQDXWKRUL]HG�XVH
RU�GLVFORVXUH�

Ɣ WKH�8�6��)RRG��'UXJ��DQG�&RVPHWLF�$FW��³)'&$´��ZKLFK�LPSRVHV�FLYLO�DQG�FULPLQDO�OLDELOLW\�IRU�HQJDJLQJ�LQ�DQ\�RI�D�QXPEHU�RI�3URKLELWHG
DFWV��LQFOXGLQJ�GLVWULEXWLQJ�GUXJV��GHYLFHV�DQG�IRRGV�WKDW�DUH�DGXOWHUDWHG�RU�PLVEUDQGHG��7R�FKDUJH�D�FULPLQDO�PLVGHPHDQRU�YLRODWLRQ�RI�WKH
)'&$��QR�LQWHQW�QHHG�EH�VKRZQ�

Ɣ IHGHUDO�FRQVXPHU�SURWHFWLRQ�DQG�XQIDLU�FRPSHWLWLRQ�ODZV��ZKLFK�EURDGO\�UHJXODWH�SODWIRUP�DFWLYLWLHV�DQG�DFWLYLWLHV�WKDW�SRWHQWLDOO\�KDUP
FRQVXPHUV��DQG

Ɣ VWDWH�ODZ�HTXLYDOHQWV�RI�HDFK�RI�WKH�DERYH�IHGHUDO�ODZV��VXFK�DV�DQWL�NLFNEDFN��VHOI�UHIHUUDO��DQG�IHH�VSOLWWLQJ��DQG�IDOVH�FODLPV�ODZV�ZKLFK
PD\�DSSO\�WR�LWHPV�RU�VHUYLFHV�UHLPEXUVHG�E\�DQ\�WKLUG�SDUW\�SD\RU��LQFOXGLQJ�FRPPHUFLDO�LQVXUHUV�DQG�VHOI�SD\�SDWLHQWV�

%HFDXVH�RI�WKH�EUHDGWK�RI�WKHVH�ODZV�DQG�WKH�QDUURZQHVV�RI�DYDLODEOH�VWDWXWRU\�DQG�UHJXODWRU\�H[HPSWLRQV��H[FHSWLRQV��DQG�VDIH�KDUERUV��LW�LV
SRVVLEOH�WKDW�VRPH�RI�RXU�DFWLYLWLHV�FRXOG�EH�VXEMHFW�WR�FKDOOHQJH�XQGHU�RQH�RU�PRUH�RI�VXFK�ODZV��:H�PD\�IDFH�FODLPV�DQG�SURFHHGLQJV�E\�SULYDWH
SDUWLHV��DQG�FODLPV��LQYHVWLJDWLRQV�DQG�RWKHU�SURFHHGLQJV�E\�JRYHUQPHQWDO�DXWKRULWLHV��UHODWLQJ�WR�DOOHJDWLRQV�WKDW�RXU�EXVLQHVV�SUDFWLFHV�GR�QRW
FRPSO\�ZLWK�FXUUHQW�RU�IXWXUH�ODZV�RU�UHJXODWLRQV�LQYROYLQJ�DSSOLFDEOH�IUDXG�DQG�DEXVH�RU�RWKHU�KHDOWKFDUH�ODZV�DQG�UHJXODWLRQV��DQG�LW�LV�SRVVLEOH
WKDW�FRXUWV�RU�JRYHUQPHQWDO�DXWKRULWLHV�PD\�FRQFOXGH�WKDW�ZH�RU�DQ\�RI�RXU�SDUWQHUV�KDYH�QRW�FRPSOLHG�ZLWK�WKHP��RU�WKDW�ZH�PD\�ILQG�LW�QHFHVVDU\
RU�DSSURSULDWH�WR�VHWWOH�DQ\�VXFK�FODLPV�RU�RWKHU�SURFHHGLQJV��$Q\�DFWLRQ�EURXJKW�DJDLQVW�XV�IRU�YLRODWLRQ�RI�WKHVH�RU�RWKHU�ODZV�RU�UHJXODWLRQV�
HYHQ�LI�ZH�VXFFHVVIXOO\�GHIHQG�DJDLQVW�LW��FRXOG�FDXVH�XV�WR�LQFXU�VLJQLILFDQW�OHJDO�H[SHQVHV�DQG�GLYHUW�RXU�PDQDJHPHQW¶V�DWWHQWLRQ�IURP�WKH
RSHUDWLRQ�RI�RXU�EXVLQHVV��,I�RXU�RSHUDWLRQV�DUH�IRXQG�WR�EH�LQ�YLRODWLRQ�RI�DQ\�IHGHUDO�RU�VWDWH�ODZV�GHVFULEHG�DERYH�RU�DQ\�RWKHU�FXUUHQW�RU�IXWXUH
IUDXG�DQG�DEXVH�RU�RWKHU�KHDOWKFDUH�ODZV�DQG�UHJXODWLRQV�WKDW�DSSO\�WR�XV��ZH�PD\�EH�VXEMHFW�WR�FODLPV�DQG�SURFHHGLQJV�E\�SULYDWH�SDUWLHV�
LQYHVWLJDWLRQV�DQG�RWKHU�SURFHHGLQJV�E\�JRYHUQPHQWDO�DXWKRULWLHV��DV�ZHOO�DV�SHQDOWLHV��LQFOXGLQJ�VLJQLILFDQW�FULPLQDO��FLYLO�DQG�DGPLQLVWUDWLYH
SHQDOWLHV��GDPDJHV�DQG�ILQHV��GLVJRUJHPHQW��DGGLWLRQDO�UHSRUWLQJ�UHTXLUHPHQWV�DQG�RYHUVLJKW�LI�ZH�EHFRPH�VXEMHFW�WR�D�FRUSRUDWH�LQWHJULW\
DJUHHPHQW�RU�VLPLODU�DJUHHPHQW�WR�UHVROYH�DOOHJDWLRQV�RI�QRQFRPSOLDQFH�ZLWK�WKHVH�ODZV�RU�UHJXODWLRQV��LPSULVRQPHQW�IRU�LQGLYLGXDOV�DQG�H[FOXVLRQ
IURP�SDUWLFLSDWLRQ�LQ�JRYHUQPHQW�SURJUDPV��VXFK�DV�0HGLFDUH�DQG�0HGLFDLG��DV�ZHOO�DV�FRQWUDFWXDO�GDPDJHV�DQG�UHSXWDWLRQDO�KDUP��:H�FRXOG�DOVR
EH�UHTXLUHG�WR�FXUWDLO�RU�FHDVH�RXU�RSHUDWLRQV��,Q�DGGLWLRQ��LI�DQ\�FXVWRPHUV��KHDOWKFDUH�SURIHVVLRQDOV�ZH�HQJDJH��ODERUDWRU\�SDUWQHUV�RU�RWKHU
HQWLWLHV�ZLWK�ZKRP�ZH�GR�EXVLQHVV�DUH�IRXQG�QRW�WR�EH�LQ�FRPSOLDQFH�ZLWK�DSSOLFDEOH�ODZV��WKH\�PD\�EH�VXEMHFW�WR�WKH�VDPH�FULPLQDO��FLYLO�RU
DGPLQLVWUDWLYH�VDQFWLRQV��LQFOXGLQJ�H[FOXVLRQ�IURP�JRYHUQPHQW�IXQGHG�KHDOWKFDUH�SURJUDPV��$Q\�RI�WKH�IRUHJRLQJ�FRXOG�VHULRXVO\�KDUP�RXU
EXVLQHVV�DQG�ILQDQFLDO�UHVXOWV�

:H�DQG�RXU�ODERUDWRU\�SDUWQHUV�DUH�VXEMHFW�WR�D�YDULHW\�RI�ODERUDWRU\�WHVWLQJ�VWDQGDUGV��FRPSOLDQFH�ZLWK�ZKLFK�LV�DQ�H[SHQVLYH�DQG�WLPH�
FRQVXPLQJ�SURFHVV��DQG�DQ\�IDLOXUH�WR�FRPSO\�FRXOG�UHVXOW�LQ�VXEVWDQWLDO�SHQDOWLHV�DQG�GLVUXSWLRQV�WR�RXU�EXVLQHVV�

:H�DQG�WKH�WKLUG�SDUW\�ODERUDWRULHV�WKDW�ZH�SDUWQHU�ZLWK�DUH�VXEMHFW�WR�WKH�&/,$��&/,$�LV�D�IHGHUDO�ODZ�WKDW�UHJXODWHV�FOLQLFDO�ODERUDWRULHV�WKDW
SHUIRUP�WHVWLQJ�RQ�VSHFLPHQV�GHULYHG�IURP�KXPDQV�IRU�WKH�SXUSRVH�RI�SURYLGLQJ�LQIRUPDWLRQ�IRU�WKH�GLDJQRVLV��SUHYHQWLRQ�RU�WUHDWPHQW�RI�GLVHDVH�
&/,$�UHTXLUHV�FHUWDLQ�FOLQLFDO�ODERUDWRULHV�WR�EH�FHUWLILHG�E\�WKH�IHGHUDO�JRYHUQPHQW�DQG�PDQGDWHV�FRPSOLDQFH�ZLWK�YDULRXV�RSHUDWLRQDO��SHUVRQQHO�
IDFLOLWLHV�DGPLQLVWUDWLRQ��TXDOLW\�DQG�SURILFLHQF\�WHVWLQJ�UHTXLUHPHQWV�GHSHQGLQJ�RQ�WKH�OHYHO�RI�FRPSOH[LW\�IRU�ZKLFK�WKH�ODERUDWRU\�LV�FHUWLILHG�
&/,$�FHUWLILFDWLRQ�LV�DOVR�D�SUHUHTXLVLWH�WR�EH�HOLJLEOH�WR�ELOO�VWDWH�DQG�IHGHUDO�KHDOWKFDUH�SURJUDPV��DV�ZHOO�DV�PDQ\�SULYDWH�WKLUG�SDUW\�SD\RUV��IRU
ODERUDWRU\�WHVWLQJ�VHUYLFHV��2XU�SDUWQHU�ODERUDWRULHV�KROG�&/,$�FHUWLILFDWLRQV�IRU�KLJK�FRPSOH[LW\�WHVWLQJ��ZKLFK�PDQGDWH�FRPSOLDQFH�ZLWK�YDULRXV
RSHUDWLRQDO��SHUVRQQHO��IDFLOLWLHV�DGPLQLVWUDWLRQ��TXDOLW\�DQG�SURILFLHQF\�WHVWLQJ�UHTXLUHPHQWV�GHSHQGLQJ�RQ�WKH�OHYHO�RI�FRPSOH[LW\�IRU�ZKLFK�WKH
ODERUDWRU\�LV�FHUWLILHG��6DQFWLRQV�IRU�IDLOXUH�WR�FRPSO\�ZLWK�&/,$�UHTXLUHPHQWV�PD\�LQFOXGH�VXVSHQVLRQ��UHYRFDWLRQ��RU�OLPLWDWLRQ�RI�D�ODERUDWRU\¶V
&/,$�FHUWLILFDWH��DV�ZHOO�DV�WKH�LPSRVLWLRQ�RI�VLJQLILFDQW�ILQHV�RU�FULPLQDO�SHQDOWLHV��$Q\�VDQFWLRQ�LPSRVHG�XQGHU�&/,$��LWV�LPSOHPHQWLQJ�UHJXODWLRQV�
RU�VWDWH�RU�IRUHLJQ�ODZV�RU�UHJXODWLRQV�JRYHUQLQJ�OLFHQVXUH��RU�RXU�SDUWQHU�ODERUDWRULHV¶�IDLOXUH�WR�UHQHZ�D�&/,$�FHUWLILFDWH��D�VWDWH�RU�IRUHLJQ�OLFHQVH�
RU�DFFUHGLWDWLRQ��FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV�

,Q�DGGLWLRQ��RXU�SDUWQHU�ODERUDWRULHV�DUH�VXEMHFW�WR�VWDWH�ODZV�DQG�UHJXODWLRQV�JRYHUQLQJ�ODERUDWRU\�OLFHQVXUH��6RPH�VWDWHV�KDYH�HQDFWHG�VWDWH
OLFHQVXUH�ODZV�WKDW�DUH�PRUH�VWULQJHQW�WKDQ�&/,$��,Q�FHUWDLQ�PDUNHWV�VXFK�DV�&DOLIRUQLD��1HZ�<RUN��DQG�3HQQV\OYDQLD��ZH�RU�RXU�SDUWQHU�ODERUDWRULHV
PD\�DOVR�QHHG�WR�REWDLQ�DQG�PDLQWDLQ�DGGLWLRQDO�OLFHQVXUH�IURP�VXFK�VWDWHV��,W�LV�XQFHUWDLQ�WKDW�RXU�SDUWQHU�ODERUDWRULHV�ZLOO�EH�JUDQWHG�VXFK
OLFHQVXUH�DQG��LQ�VXFK�FDVHV��ZH�FDQQRW�RIIHU�WHVWLQJ�WR�SDWLHQWV�ORFDWHG�LQ�WKRVH�VWDWHV��ZKLFK�FRXOG�OLPLW�RXU�DELOLW\�WR�RIIHU�WHVWLQJ�RQ�D�ZLGH�VFDOH�
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,W�LV�SRVVLEOH�WKDW�DGGLWLRQDO�VWDWHV�PD\�HQDFW�ODERUDWRU\�OLFHQVXUH�UHTXLUHPHQWV�LQ�WKH�IXWXUH��ZKLFK�FRXOG�IXUWKHU�OLPLW�RXU�DELOLW\�WR�H[SDQG�RXU
VHUYLFHV�

:H�UHO\�RQ�WKLUG�SDUW\�ODERUDWRULHV�LQ�WKH�FRQGXFW�RI�RXU�ELRVHFXULW\�DQG�SXEOLF�KHDOWK�EXVLQHVV�RIIHULQJV��,I�DQ\�RI�RXU�SDUWQHUV�FHDVH�ZRUNLQJ�ZLWK
XV��RU�IDFH�VXSSO\�FKDLQ�GLVUXSWLRQV�RU�RWKHU�GLIILFXOWLHV��RXU�EXVLQHVV�FRXOG�EH�KDUPHG�

7KH�WHVWLQJ�LQGXVWU\�LV�VXEMHFW�WR�FRPSOH[�DQG�FRVWO\�UHJXODWLRQ�DQG�LI�JRYHUQPHQW�UHJXODWLRQV�DUH�LQWHUSUHWHG�RU�HQIRUFHG�LQ�D�PDQQHU�DGYHUVH
WR�XV��ZH�PD\�EH�VXEMHFW�WR�HQIRUFHPHQW�DFWLRQV��SHQDOWLHV��H[FOXVLRQ��DQG�RWKHU�PDWHULDO�OLPLWDWLRQV�RQ�RXU�RSHUDWLRQV�

,Q�FRQQHFWLRQ�ZLWK�RXU�SUHYLRXV�RIIHULQJ�RI�&29,'����WHVWLQJ�VHUYLFHV��ZH�SDUWQHUHG�ZLWK�WKLUG�SDUW\�ODERUDWRULHV��GLDJQRVWLF�WHVW�PDQXIDFWXUHUV
DQG�PDQXIDFWXUHUV�RI�FROOHFWLRQ�NLWV��ZKLFK�DUH�VXEMHFW�WR�H[WHQVLYH�DQG�IUHTXHQWO\�FKDQJLQJ�IHGHUDO��VWDWH�DQG�ORFDO�ODZV�DQG�UHJXODWLRQV�JRYHUQLQJ
YDULRXV�DVSHFWV�RI�RXU�EXVLQHVV��LQFOXGLQJ�VLJQLILFDQW�JRYHUQPHQWDO�FHUWLILFDWLRQ�DQG�OLFHQVLQJ�UHJXODWLRQV��$GGLWLRQDOO\��QHZ�ODZV��UHJXODWLRQV�DQG
MXGLFLDO�GHFLVLRQV��RU�QHZ�LQWHUSUHWDWLRQV�RI�H[LVWLQJ�ODZV��UHJXODWLRQV�DQG�GHFLVLRQV��PD\�OLPLW�SRWHQWLDO�UHYHQXHV��DQG�ZH�PD\�QHHG�WR�UHYLVH�RXU
5	'�RU�FRPPHUFLDOL]DWLRQ�SURJUDPV��7KH�FRVWV�RI�GHIHQGLQJ�FODLPV�DVVRFLDWHG�ZLWK�YLRODWLRQV��DV�ZHOO�DV�DQ\�VDQFWLRQV�LPSRVHG��FRXOG
VLJQLILFDQWO\�DGYHUVHO\�DIIHFW�RXU�ILQDQFLDO�SHUIRUPDQFH�

2XU�WHVWLQJ�GRHV�QRW�LGHQWLI\�QRU�VHTXHQFH�DQ\�LQGLYLGXDO�KXPDQ�'1$�RU�51$�QRU�FDQ�UHVXOWV�EH�WLHG�WR�DQ\�LQGLYLGXDO��$V�D�UHVXOW��ZH�GR�QRW
FROOHFW�LQIRUPHG�FRQVHQWV�IURP�DQ\�LQGLYLGXDO�SDUWLFLSDWLQJ�LQ�RXU�SURJUDPV��+RZHYHU��RXU�DSSURDFK�FRXOG�EH�FKDOOHQJHG�LQ�WKH�IXWXUH�EDVHG�RQ�WKH
FODLPV�RU�SULYDF\�FRQVLGHUDWLRQV�DQG�VHDUFKHV�JRYHUQHG�E\�WKH��WK�$PHQGPHQW�RI�WKH�8�6��&RQVWLWXWLRQ��$Q\�OHJDO�FKDOOHQJHV�FRXOG�FRQVXPH�RXU
PDQDJHPHQW�DQG�ILQDQFLDO�UHVRXUFHV�

&XUUHQW�UHJXODWLRQV�JRYHUQLQJ�WKH�WHVWLQJ�VHUYLFHV�ZH�RIIHU�DUH�VKLIWLQJ�DQG�LQ�VRPH�FDVHV�XQFOHDU��,Q�DGGLWLRQ��RXU�ODERUDWRU\�SDUWQHUV�PD\�EH
XQVXFFHVVIXO�LQ�YDOLGDWLQJ��RU�REWDLQLQJ�RU�PDLQWDLQLQJ�DXWKRUL]DWLRQV�IRU��WKH�WHVWV�ZH�UHOLHG�RQ�WR�SURYLGH�RXU�SULRU�&29,'����WHVWLQJ�VHUYLFHV��,I
DQ\�WKLUG�SDUW\�PDQXIDFWXUHUV�RU�ODERUDWRULHV�RIIHULQJ�WHVWV�WKDW�ZH�XVH�LQ�RXU�WHVWLQJ�VHUYLFHV�DUH�GHHPHG�E\�WKH�)'$�RU�RWKHU�UHJXODWRU\
DXWKRULWLHV�WR�KDYH�YLRODWHG�DSSOLFDEOH�ODZ�RU�LI�WKH�WHVWV�RU�WHVW�FRPSRQHQWV�DUH�PDUNHWHG��SURFHVVHG�RU�GLVWULEXWHG�LQ�YLRODWLRQ�RI�DSSOLFDEOH�ODZ��ZH
PD\�EH�VXEMHFW�WR�HQIRUFHPHQW�DFWLRQ�RU�OLWLJDWLRQ��RU�ZH�PD\�EH�UHTXLUHG�WR�ILQG�DOWHUQDWLYH�WHVWV�WR�VXSSRUW�RXU�WHVWLQJ�VHUYLFHV��ZKLFK�FRXOG
LQFUHDVH�RXU�FRVWV�

,Q�DGGLWLRQ��ZH�DUH�UHTXLUHG�WR�FRPSO\�ZLWK�DSSOLFDEOH�)'$�UHJXODWLRQV�ZLWK�UHVSHFW�WR�GLVWULEXWLRQ�RI�FHUWDLQ�&29,'����GLDJQRVWLF�WHVW�NLWV�DQG
FROOHFWLRQ�NLWV��LQFOXGLQJ��IRU�FHUWDLQ�NLWV��FRPSOLDQFH�ZLWK�DSSOLFDEOH�WHUPV�DQG�FRQGLWLRQV�RI�DQ�(8$��6XFK�FRQGLWLRQV�PD\�LQFOXGH�UHTXLUHPHQWV
UHODWHG�WR�FROOHFWLRQ�RI�LQIRUPDWLRQ�RQ�WKH�SHUIRUPDQFH�RI�WKH�SURGXFW��UHSRUWLQJ�RI�DGYHUVH�HYHQWV��UHFRUGNHHSLQJ�UHTXLUHPHQWV��DQG�ODEHOLQJ�DQG
SURPRWLRQDO�DFWLYLWLHV��7R�WKH�H[WHQW�WKDW�ZH�PDUNHWHG�RU�SURPRWHG�WKLUG�SDUW\�WHVWV�RU�WHVW�NLWV�RXWVLGH�RI�WKH�XVHV�DXWKRUL]HG�IRU�WKHVH�SURGXFWV�RU
LQ�D�IDOVH�RU�PLVOHDGLQJ�PDQQHU��WKH�WHVWV�RU�FROOHFWLRQ�NLWV�FRXOG�EH�FRQVLGHUHG�PLVEUDQGHG�RU�DGXOWHUDWHG�DQG�GLVWULEXWLQJ�WKHP�LQ�LQWHUVWDWH
FRPPHUFH�FRXOG�YLRODWH�WKH�)'&$��9LRODWLRQV�RI�DSSOLFDEOH�)'$�UHTXLUHPHQWV�FRXOG�UHVXOW�LQ�HQIRUFHPHQW�DFWLRQV��VXFK�DV�ZDUQLQJ�RU�³XQWLWOHG´
OHWWHUV��UHYRFDWLRQ�RI�(8$V��VHL]XUHV��LQMXQFWLRQV��FLYLO�SHQDOWLHV�DQG�FULPLQDO�SURVHFXWLRQV�DQG�ILQHV��DQG�YLRODWLRQ�RI�WKH�)7&�$FW�FRXOG�UHVXOW�LQ
LQMXQFWLRQV�DQG�RWKHU�DVVRFLDWHG�UHPHGLHV��DOO�RI�ZKLFK�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��0RVW�VWDWHV�DOVR�KDYH�VLPLODU
UHJXODWRU\�DQG�HQIRUFHPHQW�DXWKRULW\�IRU�ODERUDWRU\�WHVWLQJ�DQG�GLVWULEXWLRQ�RI�UHODWHG�FROOHFWLRQ�NLWV��)RU�H[DPSOH��PDQ\�VWDWH�ODZV�UHTXLUH�XV�WR
KROG�D�VSHFLILF�IRUP�RI�OLFHQVH�WR�GLVWULEXWH�&29,'����GLDJQRVWLF�WHVW�NLWV�DQG�FROOHFWLRQ�NLWV�LQWR�VXFK�VWDWHV��7KHVH�UHTXLUHPHQWV�YDU\�IURP�RQH
VWDWH�WR�DQRWKHU�DQG�IUHTXHQWO\�FKDQJH��&RPSO\LQJ�ZLWK�VWDWH�ODZV�DQG�UHJXODWLRQV�PD\�VXEMHFW�XV�WR�VLPLODU�ULVNV�DQG�GHOD\V�DV�WKRVH�ZH�FRXOG
H[SHULHQFH�XQGHU�IHGHUDO�UHJXODWLRQ�

2XU�VXUYHLOODQFH�WHVWLQJ�HIIRUWV�GR�QRW�FROOHFW�LGHQWLI\LQJ�LQGLYLGXDO�GDWD�DQG�GR�QRW�UHWXUQ�D�GLDJQRVWLF�UHVXOW��EXW�VRPH�VXUYHLOODQFH�PHWKRGV��VXFK
DV�GRXEOH�FROOHFWLRQ��UHTXLUH�VDPSOHV�IURP�LQGLYLGXDOV��5HJXODWRU\�DXWKRULWLHV�FRXOG�WDNH�LVVXH�ZLWK�RXU�FKDUDFWHUL]DWLRQ�RI�VXFK�WHVWLQJ�DV
VXUYHLOODQFH�DQG�RU�LPSRVH�DGGLWLRQDO�UHTXLUHPHQWV�RU�UHVWULFWLRQV�

$GYHUWLVLQJ�IRU�DQ\�RI�WKH�WHVWV�RU�FROOHFWLRQ�NLWV�ZH�GLVWULEXWH�RU�WKH�WHVWLQJ�VHUYLFHV�ZH�RIIHU�LV�DOVR�VXEMHFW�WR�UHJXODWLRQ�E\�WKH�)HGHUDO�7UDGH
&RPPLVVLRQ��³)7&´���XQGHU�WKH�)HGHUDO�7UDGH�&RPPLVVLRQ�$FW��³)7&�$FW´���7KH�)7&�PD\�WDNH�HQIRUFHPHQW�DFWLRQ�IRU�DGYHUWLVLQJ�FODLPV�WKDW�DUH
QRW�DGHTXDWHO\�VXEVWDQWLDWHG�RU�WKDW�DUH�IDOVH�RU�PLVOHDGLQJ�

:H�DUH�VXEMHFW�WR�IHGHUDO�DQG�VWDWH�ODZV�DQG�UHJXODWLRQV�JRYHUQLQJ�WKH�SURWHFWLRQ��XVH��DQG�GLVFORVXUH�RI�KHDOWK�LQIRUPDWLRQ�DQG�RWKHU�W\SHV�RI
SHUVRQDO�LQIRUPDWLRQ��DQG�RXU�IDLOXUH�WR�FRPSO\�ZLWK�WKRVH�ODZV�DQG�UHJXODWLRQV�RU�WR�DGHTXDWHO\�VHFXUH�WKH�LQIRUPDWLRQ�ZH�KROG�FRXOG�UHVXOW
LQ�VLJQLILFDQW�OLDELOLW\�RU�UHSXWDWLRQDO�KDUP�
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1XPHURXV�VWDWH�DQG�IHGHUDO�ODZV��UHJXODWLRQV��VWDQGDUGV�DQG�RWKHU�OHJDO�REOLJDWLRQV��LQFOXGLQJ�FRQVXPHU�SURWHFWLRQ�ODZV�DQG�UHJXODWLRQV��ZKLFK
JRYHUQ�WKH�FROOHFWLRQ��GLVVHPLQDWLRQ��XVH��DFFHVV�WR��FRQILGHQWLDOLW\��VHFXULW\�DQG�SURFHVVLQJ�RI�SHUVRQDO�LQIRUPDWLRQ��LQFOXGLQJ�KHDOWK�UHODWHG
LQIRUPDWLRQ��FRXOG�DSSO\�WR�RXU�RSHUDWLRQV�RU�WKH�RSHUDWLRQV�RI�RXU�SDUWQHUV��)RU�H[DPSOH��+,3$$�LPSRVHV�SULYDF\��VHFXULW\�DQG�EUHDFK�QRWLILFDWLRQ
REOLJDWLRQV�RQ�FHUWDLQ�KHDOWKFDUH�SURYLGHUV��KHDOWK�SODQV��DQG�KHDOWKFDUH�FOHDULQJKRXVHV��NQRZQ�DV�FRYHUHG�HQWLWLHV��DV�ZHOO�DV�WKHLU�EXVLQHVV
DVVRFLDWHV�WKDW�SHUIRUP�FHUWDLQ�VHUYLFHV�WKDW�LQYROYH�FUHDWLQJ��UHFHLYLQJ��PDLQWDLQLQJ�RU�WUDQVPLWWLQJ�LQGLYLGXDOO\�LGHQWLILDEOH�KHDOWK�LQIRUPDWLRQ�IRU
RU�RQ�EHKDOI�RI�VXFK�FRYHUHG�HQWLWLHV��DQG�WKHLU�FRYHUHG�VXEFRQWUDFWRUV��+,3$$�UHTXLUHV�FRYHUHG�HQWLWLHV�DQG�EXVLQHVV�DVVRFLDWHV�WR�GHYHORS�DQG
PDLQWDLQ�SROLFLHV�ZLWK�UHVSHFW�WR�WKH�SURWHFWLRQ�RI��XVH�DQG�GLVFORVXUH�RI�SURWHFWHG�KHDOWK�LQIRUPDWLRQ��³3+,´���LQFOXGLQJ�WKH�DGRSWLRQ�RI
DGPLQLVWUDWLYH��SK\VLFDO�DQG�WHFKQLFDO�VDIHJXDUGV�WR�SURWHFW�VXFK�LQIRUPDWLRQ��DQG�FHUWDLQ�QRWLILFDWLRQ�UHTXLUHPHQWV�LQ�WKH�HYHQW�RI�D�EUHDFK�RI
XQVHFXUHG�3+,��,I�LQ�WKH�IXWXUH�ZH�HQJDJH�LQ�FHUWDLQ�W\SHV�RI�VWDQGDUG�HOHFWURQLF�WUDQVDFWLRQV�LQYROYLQJ�SD\RUV��LQFOXGLQJ�ELOOLQJ�WKH�0HGLFDUH�RU
0HGLFDLG�SURJUDPV�RU�FRPPHUFLDO�KHDOWK�SODQV��ZH�ZLOO�EH�VXEMHFW�WR�+,3$$�DV�D�³FRYHUHG�HQWLW\�´�:H�DUH�FXUUHQWO\�VXEMHFW�WR�+,3$$�DV�D
³EXVLQHVV�DVVRFLDWH´�EHFDXVH�ZH�SHUIRUPHG�FHUWDLQ�VHUYLFHV�LQYROYLQJ�WKH�XVH�RU�GLVFORVXUH�RI�3+,�RQ�EHKDOI�RI�FRYHUHG�HQWLW\�FXVWRPHUV�ZLWK
UHVSHFW�WR�RXU�SULRU�&29,'����WHVWLQJ�VHUYLFH�RIIHULQJV��,PSOHPHQWDWLRQ�RI�WKH�LQIUDVWUXFWXUH�QHFHVVDU\�WR�PHHW�+,3$$�VWDQGDUGV�UHTXLUHV
VXEVWDQWLDO�LQYHVWPHQW��%HLQJ�VXEMHFW�WR�+,3$$�DV�D�FRYHUHG�HQWLW\�RU�EXVLQHVV�DVVRFLDWH�H[SRVHV�XV�WR�VLJQLILFDQW�ILQHV�DQG�SHQDOWLHV��LQFOXGLQJ
FULPLQDO�ILQHV�DQG�SHQDOWLHV�

(QWLWLHV�WKDW�DUH�IRXQG�WR�EH�LQ�YLRODWLRQ�RI�+,3$$�DV�WKH�UHVXOW�RI�D�EUHDFK�RI�XQVHFXUHG�3+,��D�FRPSODLQW�DERXW�SULYDF\�SUDFWLFHV�RU�DQ�DXGLW�E\
++6��PD\�EH�VXEMHFW�WR�VLJQLILFDQW�FLYLO��FULPLQDO�DQG�DGPLQLVWUDWLYH�ILQHV�DQG�SHQDOWLHV�DQG�RU�DGGLWLRQDO�UHSRUWLQJ�DQG�RYHUVLJKW�REOLJDWLRQV�LI
UHTXLUHG�WR�HQWHU�LQWR�D�UHVROXWLRQ�DJUHHPHQW�DQG�FRUUHFWLYH�DFWLRQ�SODQ�ZLWK�++6�WR�VHWWOH�DOOHJDWLRQV�RI�+,3$$�QRQ�FRPSOLDQFH��+,3$$�DOVR
DXWKRUL]HV�VWDWH�DWWRUQH\V�JHQHUDO�WR�ILOH�VXLW�RQ�EHKDOI�RI�WKHLU�UHVLGHQWV��&RXUWV�PD\�DZDUG�GDPDJHV��FRVWV�DQG�DWWRUQH\V¶�IHHV�UHODWHG�WR�YLRODWLRQV
RI�+,3$$�LQ�VXFK�FDVHV��:KLOH�+,3$$�GRHV�QRW�FUHDWH�D�SULYDWH�ULJKW�RI�DFWLRQ�DOORZLQJ�LQGLYLGXDOV�WR�VXH�XV�LQ�FLYLO�FRXUW�IRU�YLRODWLRQV�RI�+,3$$�
LWV�VWDQGDUGV�KDYH�EHHQ�XVHG�DV�WKH�EDVLV�IRU�GXW\�RI�FDUH�LQ�VWDWH�FLYLO�VXLWV�VXFK�DV�WKRVH�IRU�QHJOLJHQFH�RU�UHFNOHVVQHVV�LQ�WKH�PLVXVH�RU�EUHDFK�RI
3+,�

(YHQ�ZKHQ�+,3$$�RU�D�VWDWH�ODZ�GRHV�QRW�DSSO\��DFFRUGLQJ�WR�WKH�)7&��YLRODWLQJ�FRQVXPHUV¶�SULYDF\�ULJKWV�RU�IDLOLQJ�WR�WDNH�DSSURSULDWH�VWHSV�WR
NHHS�FRQVXPHUV¶�SHUVRQDO�LQIRUPDWLRQ�VHFXUH�PD\�FRQVWLWXWH�XQIDLU�DQG�RU�GHFHSWLYH�DFWV�RU�SUDFWLFHV�LQ�YLRODWLRQ�RI�6HFWLRQ���D��RI�WKH�)7&�$FW�
7KH�)7&�H[SHFWV�D�FRPSDQ\¶V�GDWD�VHFXULW\�PHDVXUHV�WR�EH�UHDVRQDEOH�DQG�DSSURSULDWH�LQ�OLJKW�RI�WKH�VHQVLWLYLW\�DQG�YROXPH�RI�FRQVXPHU
LQIRUPDWLRQ�LW�KROGV��WKH�VL]H�DQG�FRPSOH[LW\�RI�LWV�EXVLQHVV��DQG�WKH�FRVW�RI�DYDLODEOH�WRROV�WR�LPSURYH�VHFXULW\�DQG�UHGXFH�YXOQHUDELOLWLHV�

6HYHUDO�VWDWHV�KDYH�HQDFWHG�SULYDF\�ODZV�JRYHUQLQJ�WKH�XVH�DQG�GLVFORVXUH�RI�KHDOWK�LQIRUPDWLRQ��VXFK�DV�WKH�&DOLIRUQLD�&RQILGHQWLDOLW\�RI�0HGLFDO
,QIRUPDWLRQ�$FW��WKHVH�ODZV�DUH�QRW�SUHHPSWHG�E\�+,3$$�WR�WKH�H[WHQW�WKH\�DUH�PRUH�VWULQJHQW�WKDQ�+,3$$��6XFK�ODZV�DQG�UHJXODWLRQV�ZLOO�EH
VXEMHFW�WR�LQWHUSUHWDWLRQ�E\�YDULRXV�FRXUWV�DQG�RWKHU�JRYHUQPHQWDO�DXWKRULWLHV��WKXV�FUHDWLQJ�SRWHQWLDOO\�FRPSOH[�FRPSOLDQFH�LVVXHV�IRU�XV�DQG�RXU
SDUWQHUV��)XUWKHU��LQ�UHFHQW�\HDUV��WKHUH�KDYH�EHHQ�D�QXPEHU�RI�ZHOO�SXEOLFL]HG�GDWD�EUHDFKHV�LQYROYLQJ�WKH�LPSURSHU�GLVVHPLQDWLRQ�RI�SHUVRQDO
LQIRUPDWLRQ�RI�LQGLYLGXDOV�ERWK�ZLWKLQ�DQG�RXWVLGH�RI�WKH�KHDOWKFDUH�LQGXVWU\��/DZV�LQ�DOO����VWDWHV�UHTXLUH�EXVLQHVVHV�WR�SURYLGH�QRWLFH�WR
LQGLYLGXDOV�ZKRVH�SHUVRQDOO\�LGHQWLILDEOH�LQIRUPDWLRQ�KDV�EHHQ�GLVFORVHG�DV�D�UHVXOW�RI�D�GDWD�EUHDFK��7KH�ODZV�DUH�QRW�FRQVLVWHQW��DQG�FRPSOLDQFH
LQ�WKH�HYHQW�RI�D�ZLGHVSUHDG�GDWD�EUHDFK�LV�FRVWO\��6WDWHV�DUH�DOVR�FRQVWDQWO\�DPHQGLQJ�H[LVWLQJ�ODZV��DQG�FUHDWLQJ�QHZ�GDWD�SULYDF\�DQG�VHFXULW\
ODZV��UHTXLULQJ�DWWHQWLRQ�WR�IUHTXHQWO\�FKDQJLQJ�UHJXODWRU\�UHTXLUHPHQWV��)RU�H[DPSOH��WKH�&DOLIRUQLD�&RQVXPHU�3ULYDF\�$FW�RI�������³&&3$´��ZHQW
LQWR�HIIHFW�RQ�-DQXDU\����������7KH�&&3$�FUHDWHV�QHZ�WUDQVSDUHQF\�UHTXLUHPHQWV�DQG�JUDQWV�&DOLIRUQLD�UHVLGHQWV�VHYHUDO�QHZ�ULJKWV�ZLWK�UHVSHFW�WR
WKHLU�SHUVRQDO�LQIRUPDWLRQ��)DLOXUH�WR�FRPSO\�ZLWK�WKH�&&3$�PD\�UHVXOW�LQ��DPRQJ�RWKHU�WKLQJV��VLJQLILFDQW�FLYLO�SHQDOWLHV�DQG�LQMXQFWLYH�UHOLHI��RU
SRWHQWLDO�VWDWXWRU\�RU�DFWXDO�GDPDJHV��2Q�1RYHPEHU����������&DOLIRUQLD�YRWHUV�SDVVHG�D�EDOORW�LQLWLDWLYH�IRU�WKH�&DOLIRUQLD�3ULYDF\�5LJKWV�$FW
�³&35$´���ZKLFK�VLJQLILFDQWO\�H[SDQGV�WKH�&&3$��7KH�&35$�LPSRVHV�DGGLWLRQDO�GDWD�SURWHFWLRQ�REOLJDWLRQV�RQ�FRYHUHG�EXVLQHVVHV��LQFOXGLQJ
DGGLWLRQDO�FRQVXPHU�ULJKWV�SURFHVVHV��OLPLWDWLRQV�RQ�GDWD�XVHV��QHZ�DXGLW�UHTXLUHPHQWV�IRU�KLJKHU�ULVN�GDWD��DQG�RSW�RXWV�IRU�FHUWDLQ�XVHV�RI
VHQVLWLYH�GDWD��VXFK�DV�WKH�ULJKW�WR�RSW�RXW�RI�WKH�VDOH�RI�SHUVRQDO�LQIRUPDWLRQ�RU�WKH�VKDULQJ�RI�SHUVRQDO�LQIRUPDWLRQ�IRU�SXUSRVHV�RI�FURVV�FRQWH[W
EHKDYLRUDO�DGYHUWLVLQJ��7KH�&35$�DOVR�SURYLGHV�IRU�D�SULYDWH�ULJKW�RI�DFWLRQ�IRU�FHUWDLQ�GDWD�EUHDFKHV��,W�DOVR�FUHDWHV�D�QHZ�&DOLIRUQLD�GDWD
SURWHFWLRQ�DJHQF\�DXWKRUL]HG�WR�LVVXH�VXEVWDQWLYH�UHJXODWLRQV�DQG�FRXOG�UHVXOW�LQ�LQFUHDVHG�SULYDF\�DQG�LQIRUPDWLRQ�VHFXULW\�HQIRUFHPHQW�
$GGLWLRQDO�FRPSOLDQFH�LQYHVWPHQW�DQG�SRWHQWLDO�EXVLQHVV�SURFHVV�FKDQJHV�PD\�EH�UHTXLUHG�WR�UHPDLQ�FRPSOLDQW�ZLWK�VLPLODU�ODZV�WKDW�KDYH�EHHQ
SURSRVHG�RU�SDVVHG�LQ�RWKHU�VWDWHV��)RU�H[DPSOH��FRPSUHKHQVLYH�SULYDF\�ODZV�DNLQ�WR�WKH�&35$�KDYH�UHFHQWO\�JRQH�LQWR�HIIHFW�LQ�WZHOYH�RWKHU
VWDWHV��DQG�VHYHUDO�RWKHU�VWDWHV�KDYH�SDVVHG�VLPLODU�ODZV�WKDW�ZLOO�JR�LQWR�HIIHFW�LQ�WKH�QH[W�WZR�\HDUV��,W�LV�SRVVLEOH�WKDW�RWKHU�VWDWHV��IHGHUDO
DJHQFLHV�RU�ORFDO�JRYHUQPHQWV�ZLOO�IROORZ�VXLW��7KH�GDWD�SULYDF\�ODZV�XQGHU�FRQVLGHUDWLRQ�E\�IHGHUDO�DQG�VWDWH�OHJLVODWRUV�DOVR�LQFOXGH�VHFWRU�
VSHFLILF�ODZV��7KH�0\�+HDOWK�0\�'DWD�$FW��ZKLFK�UHFHQWO\�EHFDPH�HIIHFWLYH�LQ�:DVKLQJWRQ��FRQWDLQV�QHZ�QRWLFH�DQG�FRQVHQW�UHTXLUHPHQWV
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IRU�WKH�SURFHVVLQJ�RI�³FRQVXPHU�KHDOWK�GDWD´�ZLWK�WKH�SRWHQWLDO�IRU�ODUJH�SHQDOWLHV�HQIRUFHDEOH�WKURXJK�SULYDWH�ODZVXLWV��7KH�)7&�DQG�RWKHU
DXWKRULWLHV�DUH�OLNHZLVH�LPSRVLQJ�VWDQGDUGV�IRU�WKH�FROOHFWLRQ��XVH��GLVVHPLQDWLRQ�DQG�VHFXULW\�RI�SHUVRQDO�LQIRUPDWLRQ�XQGHU�FRQVXPHU�SURWHFWLRQ
ODZV��$GGLWLRQDOO\��LQ�WKH�8QLWHG�6WDWHV��ODZV�LQ�DOO����VWDWHV�UHTXLUH�EXVLQHVVHV�WR�SURYLGH�QRWLFH�WR�LQGLYLGXDOV�ZKRVH�SHUVRQDOO\�LGHQWLILDEOH
LQIRUPDWLRQ�KDV�EHHQ�GLVFORVHG�DV�D�UHVXOW�RI�D�GDWD�EUHDFK��7KH�ODZV�DUH�QRW�FRQVLVWHQW��DQG�FRPSOLDQFH�LQ�WKH�HYHQW�RI�D�ZLGHVSUHDG�GDWD�EUHDFK�LV
FRVWO\��,Q�DGGLWLRQ��ODZV��UHJXODWLRQV��DQG�VWDQGDUGV�FRYHULQJ�PDUNHWLQJ�DQG�DGYHUWLVLQJ�DFWLYLWLHV�FRQGXFWHG�E\�WHOHSKRQH��HPDLO��PRELOH�GHYLFHV
DQG�WKH�LQWHUQHW�DUH�DSSOLFDEOH�WR�RXU�EXVLQHVV��LQFOXGLQJ�WKH�7HOHSKRQH�&RQVXPHU�3URWHFWLRQ�$FW��WKH�³7&3$´��DQG�WKH�&RQWUROOLQJ�WKH�$VVDXOW�RI
1RQဩ6ROLFLWHG�3RUQRJUDSK\�DQG�0DUNHWLQJ�$FW��³&$1�63$0�$FW´���7KH�7&3$�SODFHV�FHUWDLQ�UHVWULFWLRQV�RQ�PDNLQJ�FHUWDLQ�RXWERXQG�FDOOV��ID[HV�
DQG�WH[W�PHVVDJHV�WR�FRQVXPHUV��7KH�&$1�63$0�$FW�LPSRVHV�SHQDOWLHV�IRU�WKH�WUDQVPLVVLRQ�RI�FRPPHUFLDO�HPDLOV�WKDW�GR�QRW�FRPSO\�ZLWK�FHUWDLQ
UHTXLUHPHQWV��VXFK�DV�SURYLGLQJ�DQ�RSW�RXW�PHFKDQLVP�IRU�VWRSSLQJ�IXWXUH�HPDLOV�IURP�WKH�VHQGHU��)XUWKHU��VWDWH�DQG�IHGHUDO�DXWR�UHQHZDO�ODZV
FRQWLQXH�WR�HYROYH��ZKLFK�PD\�UHTXLUH�XV�WR�PDNH�FKDQJHV�WR�RXU�SURFHVVHV�LQ�RUGHU�WR�FRPSO\�ZLWK�VXFK�ODZV��7KH�HYROYLQJ�SDWFKZRUN�RI�GLIIHULQJ
VWDWH�DQG�IHGHUDO�SULYDF\�DQG�GDWD�VHFXULW\�ODZV�LQFUHDVHV�WKH�FRVW�DQG�FRPSOH[LW\�RI�RSHUDWLQJ�RXU�EXVLQHVV�DQG�LQFUHDVHV�RXU�H[SRVXUH�WR�OLDELOLW\�
LQFOXGLQJ�IURP�WKLUG�SDUW\�OLWLJDWLRQ�DQG�UHJXODWRU\�LQYHVWLJDWLRQV��HQIRUFHPHQW��ILQHV��DQG�SHQDOWLHV�

7KURXJK�RXU�ZKROO\�RZQHG�VXEVLGLDULHV�ZLWK�HVWDEOLVKHG�RIILFHV�LQ�WKH�(XURSHDQ�8QLRQ��SDUWV�RI�RXU�EXVLQHVV�DUH�VXEMHFW�WR�WKH�(XURSHDQ�8QLRQ
*HQHUDO�'DWD�3URWHFWLRQ�5HJXODWLRQ��³*'35´���ZKLFK�ZHQW�LQWR�HIIHFW�LQ�0D\�������DQG�LPSRVHV�VWULFW�UHTXLUHPHQWV�IRU�SURFHVVLQJ�WKH�SHUVRQDO�GDWD
RI�LQGLYLGXDOV�ZLWKLQ�WKH�(XURSHDQ�(FRQRPLF�$UHD��&RPSDQLHV�WKDW�PXVW�FRPSO\�ZLWK�WKH�*'35�IDFH�LQFUHDVHG�FRPSOLDQFH�REOLJDWLRQV�DQG�ULVN�
LQFOXGLQJ�PRUH�UREXVW�UHJXODWRU\�HQIRUFHPHQW�RI�GDWD�SURWHFWLRQ�UHTXLUHPHQWV�DQG�SRWHQWLDO�ILQHV�IRU�QRQFRPSOLDQFH�RI�XS�WR�¼���PLOOLRQ�RU����RI
WKH�DQQXDO�JOREDO�UHYHQXHV�RI�WKH�QRQFRPSOLDQW�FRPSDQ\��ZKLFKHYHU�LV�JUHDWHU��$PRQJ�RWKHU�UHTXLUHPHQWV��WKH�*'35�UHJXODWHV�WUDQVIHUV�RI
SHUVRQDO�GDWD�VXEMHFW�WR�WKH�*'35�WR�WKLUG�FRXQWULHV�WKDW�KDYH�QRW�EHHQ�IRXQG�WR�SURYLGH�DGHTXDWH�SURWHFWLRQ�WR�VXFK�SHUVRQDO�GDWD��LQFOXGLQJ�WKH
8QLWHG�6WDWHV��)XUWKHU��IURP�-DQXDU\����������FRPSDQLHV�WKDW�SURFHVV�WKH�SHUVRQDO�LQIRUPDWLRQ�RI�8.�UHVLGHQWV�KDYH�WR�FRPSO\�ZLWK�WKH�8QLWHG
.LQJGRP�*'35��WKH�³8.�*'35´���ZKLFK��WRJHWKHU�ZLWK�WKH�DPHQGHG�8.�'DWD�3URWHFWLRQ�$FW�������UHWDLQV�WKH�*'35�LQ�8.�QDWLRQDO�ODZ��7KH�8.
*'35�PLUURUV�WKH�ILQHV�XQGHU�WKH�*'35��L�H���ILQHV�XS�WR�WKH�JUHDWHU�RI�¼���PLOOLRQ��������PLOOLRQ��RU����RI�JOREDO�WXUQRYHU��(QIRUFHPHQW�XQFHUWDLQW\
DQG�WKH�FRVWV�DVVRFLDWHG�ZLWK�HQVXULQJ�FRPSOLDQFH�PD\�EH�RQHURXV�DQG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV��RSHUDWLQJ�UHVXOWV��SURVSHFWV�DQG�ILQDQFLDO
FRQGLWLRQ�

$OWKRXJK�ZH�ZRUN�WR�FRPSO\�ZLWK�DSSOLFDEOH�ODZV��UHJXODWLRQV�DQG�VWDQGDUGV��FRQWUDFWXDO�REOLJDWLRQV�DQG�RWKHU�OHJDO�REOLJDWLRQV�UHODWLQJ�WR�GDWD
SULYDF\��SURWHFWLRQ�DQG�VHFXULW\��WKHVH�UHTXLUHPHQWV�DUH�HYROYLQJ�DQG�PD\�EH�PRGLILHG��LQWHUSUHWHG�DQG�DSSOLHG�LQ�DQ�LQFRQVLVWHQW�PDQQHU�IURP�RQH
MXULVGLFWLRQ�WR�DQRWKHU��DQG�PD\�FRQIOLFW�ZLWK�RQH�DQRWKHU�RU�RWKHU�OHJDO�REOLJDWLRQV�ZLWK�ZKLFK�*LQNJR�PXVW�FRPSO\��0RQLWRULQJ��SUHSDULQJ�IRU�DQG
FRPSO\LQJ�ZLWK�WKHVH�REOLJDWLRQV�UHTXLUHV�XV�WR�GHYRWH�VLJQLILFDQW�UHVRXUFHV��LQFOXGLQJ��ZLWKRXW�OLPLWDWLRQ��ILQDQFLDO�DQG�WLPH�UHODWHG�UHVRXUFHV��
$QG�DV�RXU�RSHUDWLRQV�DQG�EXVLQHVV�JURZ��ZH�PD\�EHFRPH�VXEMHFW�WR�RU�DIIHFWHG�E\�QHZ�RU�DGGLWLRQDO�GDWD�SURWHFWLRQ�ODZV�DQG�UHJXODWLRQV�DQG
IDFH�LQFUHDVHG�VFUXWLQ\�RU�DWWHQWLRQ�IURP�UHJXODWRU\�DXWKRULWLHV��7KHUH�LV�DOVR�LQFUHDVHG�SXEOLF�DZDUHQHVV�RI�SULYDF\�LVVXHV�LQ�WKH�ZDNH�RI
UHYHODWLRQV�DERXW�WKH�GDWD�FROOHFWLRQ�DFWLYLWLHV�RI�YDULRXV�JRYHUQPHQW�DJHQFLHV�DQG�LQ�WKH�QXPEHU�RI�SULYDWH�SULYDF\�UHODWHG�ODZVXLWV�ILOHG�DJDLQVW
FRPSDQLHV��$Q\�IDLOXUH�RU�SHUFHLYHG�IDLOXUH�E\�XV�RU�RXU�HPSOR\HHV��UHSUHVHQWDWLYHV��FRQWUDFWRUV��FRQVXOWDQWV��FROODERUDWRUV��RU�RWKHU�WKLUG�SDUWLHV
WR�FRPSO\�ZLWK�VXFK�UHTXLUHPHQWV�RU�DGHTXDWHO\�DGGUHVV�SULYDF\�DQG�VHFXULW\�FRQFHUQV��HYHQ�LI�XQIRXQGHG��FRXOG�UHVXOW�LQ�ILQHV��OHJDO�FODLPV��RU
SURFHHGLQJV��LQFOXGLQJ�UHJXODWRU\�LQYHVWLJDWLRQV�DQG�DFWLRQV��RU�OLDELOLW\�IRU�IDLOXUH�WR�FRPSO\�ZLWK�SULYDF\�DQG�LQIRUPDWLRQ�VHFXULW\�ODZV��ZKLFK
FRXOG�GLVUXSW�RXU�RSHUDWLRQV��GDPDJH�RXU�UHSXWDWLRQ��DQG�H[SRVH�XV�WR�FODLPV�IURP�LPSDFWHG�LQGLYLGXDOV��DQ\�RI�ZKLFK�FRXOG�KDYH�D�PDWHULDO
DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��DQG�UHVXOWV�RI�RSHUDWLRQV�

2XU�HPSOR\HHV��DJHQWV��FRQWUDFWRUV��UHVHDUFK�SDUWQHUV��FRQVXOWDQWV�RU�YHQGRUV�PD\�HQJDJH�LQ�PLVFRQGXFW�RU�RWKHU�LPSURSHU�DFWLYLWLHV�
LQFOXGLQJ�QRQFRPSOLDQFH�ZLWK�UHJXODWRU\�VWDQGDUGV�DQG�UHTXLUHPHQWV�

:H�DUH�H[SRVHG�WR�WKH�ULVN�WKDW�RXU�HPSOR\HHV��DJHQWV��FRQWUDFWRUV��UHVHDUFK�SDUWQHUV��FRQVXOWDQWV�RU�YHQGRUV�PD\�HQJDJH�LQ�IUDXGXOHQW�RU�RWKHU
LOOHJDO�DFWLYLW\�RU�PLVFRQGXFW��0LVFRQGXFW�E\�WKHVH�SDUWLHV�FRXOG�LQFOXGH�LQWHQWLRQDO��UHFNOHVV�DQG�RU�QHJOLJHQW�FRQGXFW�RU�GLVFORVXUH�RI
XQDXWKRUL]HG�DFWLYLWLHV�WR�XV�WKDW�FDXVHV�XV�WR�EUHDFK�RXU�FRQWUDFWV�DQG�RU�YLRODWHV�DSSOLFDEOH�ODZV�DQG�UHJXODWLRQV��LQFOXGLQJ�EXW�QRW�OLPLWHG�WR
ODZV�

Ɣ DSSOLFDEOH�WR�WKH�SURYLVLRQ�RI�KHDOWK�FDUH�VHUYLFHV�
Ɣ JRYHUQLQJ�WKH�VWRUDJH�DQG�KDQGOLQJ�RI�FRQWUROOHG�VXEVWDQFHV�
Ɣ UHTXLULQJ�WKH�UHSRUWLQJ�RI�WUXH��FRPSOHWH�DQG�DFFXUDWH�LQIRUPDWLRQ�WR�WKH�)'$��86'$��DQG�RWKHU�JRYHUQPHQW�DJHQFLHV�
Ɣ VSHFLI\LQJ�YHQGRU�TXDOLILFDWLRQ�VWDQGDUGV�DQG�UHFRUGNHHSLQJ�UHTXLUHPHQWV�

��



7DEOH�RI�&RQWHQWV

Ɣ LQWHUQDWLRQDO��IHGHUDO�DQG�VWDWH�IUDXG�DQG�DEXVH�ODZV�DQG�UHJXODWLRQV�
Ɣ SURWHFWLQJ�WKH�SULYDF\�DQG�VHFXULW\�RI�SHUVRQDOO\�LGHQWLILDEOH�LQIRUPDWLRQ�DQG�UHTXLULQJ�EUHDFK�QRWLILFDWLRQ�
Ɣ UHODWLQJ�WR�DQWL�FRUUXSWLRQ��DQWL�EULEHU\��DQG�DQWL�PRQH\�ODXQGHULQJ��DQG
Ɣ UHTXLULQJ�WKH�WUXH��FRPSOHWH�DQG�DFFXUDWH�UHSRUWLQJ�RI�VHUYLFHV��ILQDQFLDO�LQIRUPDWLRQ��RU�GDWD�

6SHFLILFDOO\��WKH�KHDOWK�FDUH�LQGXVWU\�DQG�JRYHUQPHQW�FRQWUDFWRUV�DUH�VXEMHFW�WR�H[WHQVLYH�ODZV�DQG�UHJXODWLRQV�LQWHQGHG�WR�SUHYHQW�IUDXG�
NLFNEDFNV��VHOI�GHDOLQJ�DQG�RWKHU�DEXVLYH�SUDFWLFHV��7KHVH�ODZV�DQG�UHJXODWLRQV�PD\�UHVWULFW�RU�SURKLELW�D�ZLGH�UDQJH�RI�SULFLQJ��GLVFRXQWLQJ�
PDUNHWLQJ�DQG�SURPRWLRQ��VDOHV�FRPPLVVLRQ��DQG�RWKHU�EXVLQHVV�DUUDQJHPHQWV��$GGLWLRQDOO\��DFWLYLWLHV�WKDW�LQYROYH�WKH�LPSURSHU�XVH�RU
PLVUHSUHVHQWDWLRQ�RI�LQIRUPDWLRQ�REWDLQHG�LQ�WKH�FRXUVH�RI�UHVHDUFK�RU�FUHDWLQJ�IUDXGXOHQW�GDWD�FRXOG�UHVXOW�LQ�EUHDFK�RI�FRQWUDFW��UHJXODWRU\
VDQFWLRQV��DQG�VHULRXV�KDUP�WR�RXU�UHSXWDWLRQ��,W�LV�QRW�DOZD\V�SRVVLEOH�WR�LGHQWLI\�DQG�GHWHU�PLVFRQGXFW�E\�RXU�HPSOR\HHV�DQG�RWKHU�WKLUG�SDUWLHV�
DQG�WKH�SUHFDXWLRQV�ZH�WDNH�WR�GHWHFW�DQG�SUHYHQW�WKLV�NLQG�RI�DFWLYLW\�PD\�QRW�EH�HIIHFWLYH�LQ�FRQWUROOLQJ�XQNQRZQ�RU�XQPDQDJHG�ULVNV�RU�ORVVHV�RU
LQ�SURWHFWLQJ�XV�IURP�JRYHUQPHQWDO�LQYHVWLJDWLRQV��RWKHU�DFWLRQV��RU�ODZVXLWV�VWHPPLQJ�IURP�D�IDLOXUH�WR�EH�LQ�FRPSOLDQFH�ZLWK�VXFK�ODZV�RU
UHJXODWLRQV��$GGLWLRQDOO\��ZH�DUH�VXEMHFW�WR�WKH�ULVN�WKDW�D�SHUVRQ�FRXOG�DOOHJH�VXFK�IUDXG�RU�RWKHU�PLVFRQGXFW��HYHQ�LI�QRQH�RFFXUUHG��,I�DQ\�VXFK
DFWLRQV�DUH�LQVWLWXWHG�DJDLQVW�XV��DQG�ZH�DUH�QRW�VXFFHVVIXO�LQ�GHIHQGLQJ�RXUVHOYHV�RU�DVVHUWLQJ�RXU�ULJKWV��WKRVH�DFWLRQV�FRXOG�KDYH�D�VLJQLILFDQW
LPSDFW�RQ�RXU�EXVLQHVV��LQFOXGLQJ�WKH�LPSRVLWLRQ�RI�FLYLO��FULPLQDO�DQG�DGPLQLVWUDWLYH�SHQDOWLHV��GDPDJHV��PRQHWDU\�ILQHV��SRVVLEOH�H[FOXVLRQ�IURP
SDUWLFLSDWLRQ�LQ�0HGLFDUH��0HGLFDLG�DQG�RWKHU�IHGHUDO�KHDOWK�FDUH�SURJUDPV��GHEDUPHQW�XQGHU����8�6�&�������D�RU�D�FRPSDUDEOH�IRUHLJQ�ODZ�
FRQWUDFWXDO�GDPDJHV��UHSXWDWLRQDO�KDUP��GLPLQLVKHG�SRWHQWLDO�SURILWV�DQG�IXWXUH�HDUQLQJV��DQG�FXUWDLOPHQW�RI�RXU�RSHUDWLRQV��DQ\�RI�ZKLFK�FRXOG
DGYHUVHO\�DIIHFW�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��UHVXOWV�RI�RSHUDWLRQV�RU�SURVSHFWV�

'LVWULEXWLRQ�DQG�XVH�RI�VFUHHQLQJ�DQG�RU�GLDJQRVWLF�WHVWV�PDUNHWHG�XQGHU�DQ�(8$�IURP�WKH�)'$�DUH�VXEMHFW�WR�FHUWDLQ�OLPLWDWLRQV��DQG�WKH
FRQWLQXHG�DYDLODELOLW\�RI�VXFK�DXWKRUL]DWLRQV�LV�VXEMHFW�WR�JRYHUQPHQW�GLVFUHWLRQ�

6FUHHQLQJ�DQG�RU�GLDJQRVWLF�WHVWV�XVHG�LQ�WKH�WHVWLQJ�SURJUDPV�DQG�VHUYLFHV�RI�RXU�%LRVHFXULW\�EXVLQHVV�DUH�VXEMHFW�WR�(8$V�JUDQWHG�E\�WKH�)'$
WR�WKH�PDQXIDFWXUHUV�RU�ODERUDWRULHV�PDUNHWLQJ�VXFK�WHVWV��(DFK�(8$�UHTXLUHV�FRPSOLDQFH�ZLWK�FHUWDLQ�FRQGLWLRQV��LQFOXGLQJ�VSHFLILF�ZRUNIORZ
UHTXLUHPHQWV��DQG�LPSRVHV�RWKHU�OLPLWDWLRQV�RQ�WKH�WHVW¶V�PDUNHWLQJ��GLVWULEXWLRQ��DQG�XVH��7KH�)'$�KDV�VLJQDOHG�WKDW��ZKLOH�WKHUH�ZLOO�EH�D�JUDFH
SHULRG�IRU�(8$�KROGHUV�WR�WUDQVLWLRQ�WKHLU�GHYLFHV��QRW�DOO�RI�WKH�(8$�SURGXFWV�ZH�GLVWULEXWH�PD\�DSSO\�IRU�RU�EH�DSSURYHG�E\�WKH�)'$�DQG�PD\
QHHG�WR�ZLWKGUDZ�IURP�WKH�PDUNHW��6RXUFLQJ�DQG�ILQGLQJ�SURGXFWV�WKDW�WUDQVLWLRQ�IURP�(8$�WR�)'$�FOHDUHG�VWDWXV�PD\�LQFUHDVH�RXU�FRVWV�RI
VRXUFLQJ�WKHVH�SURGXFWV�DQG�PD\�LPSDFW�RXU�SURILWDELOLW\�

:H�KDYH�SXUVXHG�LQ�WKH�SDVW�DQG�PD\�SXUVXH�DGGLWLRQDO�8�6��JRYHUQPHQW�FRQWUDFWLQJ�DQG�VXEFRQWUDFWLQJ�RSSRUWXQLWLHV�LQ�WKH�IXWXUH�DQG�DV�D
8�6��JRYHUQPHQW�SULPH�FRQWUDFWRU�DQG�VXEFRQWUDFWRU��ZH�DUH�VXEMHFW�WR�D�QXPEHU�RI�SURFXUHPHQW�UXOHV�DQG�UHJXODWLRQV�

:H�KDYH�HQWHUHG�LQWR�DJUHHPHQWV�ZLWK�JRYHUQPHQWDO�HQWLWLHV�DQG�FRQWUDFWRUV�LQ�WKH�SDVW�WR�VHUYH�DV�D�8�6��JRYHUQPHQW�SULPH�FRQWUDFWRU�RU
VXEFRQWUDFWRU�DQG�PD\�GR�VR�DJDLQ�LQ�WKH�IXWXUH��8�6��JRYHUQPHQW�SURFXUHPHQW�FRQWUDFWRUV�DQG�VXEFRQWUDFWRUV�PXVW�FRPSO\�ZLWK�VSHFLILF
SURFXUHPHQW�UHJXODWLRQV�DQG�RWKHU�UHTXLUHPHQWV��7KHVH�UHTXLUHPHQWV��DOWKRXJK�FXVWRPDU\�LQ�8�6��JRYHUQPHQW�FRQWUDFWV��FRXOG�LPSDFW�RXU
SHUIRUPDQFH�DQG�FRPSOLDQFH�FRVWV��LQFOXGLQJ�E\�OLPLWLQJ�RU�GHOD\LQJ�RXU�DELOLW\�WR�VKDUH�LQIRUPDWLRQ�ZLWK�EXVLQHVV�SDUWQHUV��FXVWRPHUV�DQG
LQYHVWRUV��7KH�8�6��JRYHUQPHQW�KDV�LQ�WKH�SDVW�DQG�PD\�LQ�WKH�IXWXUH�GHPDQG�FRQWUDFW�WHUPV�WKDW�DUH�OHVV�IDYRUDEOH�WKDQ�VWDQGDUG�DUUDQJHPHQWV
ZLWK�SULYDWH�VHFWRU�FXVWRPHUV�DQG�PD\�KDYH�VWDWXWRU\��FRQWUDFWXDO��RU�RWKHU�OHJDO�ULJKWV�WR�WHUPLQDWH�FRQWUDFWV�ZLWK�XV�IRU�FRQYHQLHQFH�RU�IRU�RWKHU
UHDVRQV��*HQHUDOO\��8�6��JRYHUQPHQW�FRQWUDFWV�FRQWDLQ�SURYLVLRQV�SHUPLWWLQJ�XQLODWHUDO�WHUPLQDWLRQ�RU�PRGLILFDWLRQ��LQ�ZKROH�RU�LQ�SDUW��DW�WKH
JRYHUQPHQW¶V�FRQYHQLHQFH��8QGHU�JHQHUDO�SULQFLSOHV�RI�JRYHUQPHQW�FRQWUDFWLQJ�ODZ��LI�WKH�JRYHUQPHQW�WHUPLQDWHV�D�FRQWUDFW�IRU�FRQYHQLHQFH��WKH
JRYHUQPHQW�FRQWUDFWRU�PD\�UHFRYHU�RQO\�LWV�LQFXUUHG�RU�FRPPLWWHG�FRVWV��VHWWOHPHQW�H[SHQVHV�DQG�SURILW�RQ�ZRUN�FRPSOHWHG�SULRU�WR�WKH�WHUPLQDWLRQ�
,I�WKH�JRYHUQPHQW�WHUPLQDWHV�D�FRQWUDFW�IRU�GHIDXOW��WKH�JRYHUQPHQW�FRQWUDFWRU�LV�HQWLWOHG�WR�UHFRYHU�FRVWV�LQFXUUHG�DQG�DVVRFLDWHG�SURILWV�RQ
DFFHSWHG�LWHPV�RQO\�DQG�PD\�EH�OLDEOH�IRU�H[FHVV�FRVWV�LQFXUUHG�E\�WKH�JRYHUQPHQW�LQ�SURFXULQJ�XQGHOLYHUHG�LWHPV�IURP�DQRWKHU�VRXUFH��$Q\
WHUPLQDWLRQ�IRU�GHIDXOW�PD\�DOVR�DGYHUVHO\�DIIHFW�RXU�DELOLW\�WR�FRQWUDFW�ZLWK�RWKHU�JRYHUQPHQW�FXVWRPHUV�DQG�DJHQFLHV��DV�ZHOO�DV�RXU�UHSXWDWLRQ�
EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV��,Q�DGGLWLRQ��FKDQJHV�LQ�8�6��JRYHUQPHQW�DGPLQLVWUDWLRQ�DQG�EXGJHWDU\�SULRULWLHV��LQFOXGLQJ
ZLWK�UHVSHFW�WR�IXQGLQJ�DOORFDWHG�WR�JRYHUQPHQW�DJHQFLHV��FRXOG�DIIHFW�WKH�DYDLODELOLW\�RI�8�6��JRYHUQPHQW�FRQWUDFWLQJ��VXEFRQWUDFWLQJ��RU�IXQGLQJ
RSSRUWXQLWLHV��ZKLFK�FRXOG�OHDG�WR�PRGLILFDWLRQ��UHGXFWLRQ��RU�WHUPLQDWLRQ�RI�RXU�8�6��JRYHUQPHQW�FRQWUDFWV�RU�VXEFRQWUDFWV��,I�DQG�WR�WKH�H[WHQW
VXFK�FKDQJHV�RFFXU��WKH\�FRXOG�LPSDFW�RXU�UHVXOWV�DQG�SRWHQWLDO�JURZWK�RSSRUWXQLWLHV��DQG�WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�ZH�ZLOO�EH�DEOH�WR�GHULYH
IXUWKHU�UHYHQXH�IURP�WKH�SXEOLF�VHFWRU�RU�RXU�JRYHUQPHQW�FRQWUDFWV�
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)XUWKHUPRUH��RXU�8�6��JRYHUQPHQW�FRQWUDFWV�JUDQW�WKH�JRYHUQPHQW�WKH�ULJKW�WR�XVH�WHFKQRORJLHV�GHYHORSHG�E\�XV�XQGHU�WKH�JRYHUQPHQW�FRQWUDFW�RU
WKH�ULJKW�WR�VKDUH�GDWD�UHODWHG�WR�RXU�WHFKQRORJLHV��IRU�RU�RQ�EHKDOI�RI�WKH�JRYHUQPHQW��8QGHU�RXU�JRYHUQPHQW�FRQWUDFWV��ZH�PD\�QRW�EH�DEOH�WR�OLPLW
WKLUG�SDUWLHV��LQFOXGLQJ�RXU�FRPSHWLWRUV��IURP�DFFHVVLQJ�FHUWDLQ�RI�WKHVH�WHFKQRORJ\�RU�GDWD�ULJKWV��LQFOXGLQJ�LQWHOOHFWXDO�SURSHUW\��LQ�SURYLGLQJ
SURGXFWV�DQG�VHUYLFHV�WR�WKH�JRYHUQPHQW�

,Q�DGGLWLRQ��IDLOXUH�E\�XV��RXU�HPSOR\HHV��UHSUHVHQWDWLYHV��FRQWUDFWRUV��SDUWQHUV��DJHQWV��LQWHUPHGLDULHV��RWKHU�FXVWRPHUV�RU�RWKHU�WKLUG�SDUWLHV�WR
FRPSO\�ZLWK�WKHVH�UHJXODWLRQV�DQG�UHTXLUHPHQWV�FRXOG�UHVXOW�LQ�UHGXFWLRQV�RI�WKH�YDOXH�RI�FRQWUDFWV��FRQWUDFW�PRGLILFDWLRQV�RU�WHUPLQDWLRQ��FODLPV
IRU�GDPDJHV��UHIXQG�REOLJDWLRQV��WKH�DVVHVVPHQW�RI�FLYLO�RU�FULPLQDO�SHQDOWLHV�DQG�ILQHV��ORVV�RI�ULJKWV�LQ�RXU�LQWHOOHFWXDO�SURSHUW\�DQG�WHPSRUDU\
VXVSHQVLRQ�RU�SHUPDQHQW�GHEDUPHQW�IURP�JRYHUQPHQW�FRQWUDFWLQJ��DOO�RI�ZKLFK�FRXOG�QHJDWLYHO\�LPSDFW�RXU�UHVXOWV�RI�RSHUDWLRQV�DQG�ILQDQFLDO
FRQGLWLRQ��$Q\�VXFK�GDPDJHV��SHQDOWLHV��GLVUXSWLRQV�RU�OLPLWDWLRQV�LQ�RXU�DELOLW\�WR�GR�EXVLQHVV�ZLWK�WKH�SXEOLF�VHFWRU�FRXOG�UHVXOW�LQ�UHGXFHG�VDOHV
RI�RXU�SURGXFWV��UHSXWDWLRQDO�GDPDJH��SHQDOWLHV�DQG�RWKHU�VDQFWLRQV��DQ\�RI�ZKLFK�FRXOG�KDUP�RXU�EXVLQHVV��UHSXWDWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�

:H�DUH�HQJDJHG�LQ�FHUWDLQ�UHVHDUFK�DFWLYLWLHV�LQYROYLQJ�FRQWUROOHG�VXEVWDQFHV�ZKLFK�PD\�EH�VXEMHFW�WR�VLJQLILFDQW�UHJXODWLRQ�E\�WKH�'($��)'$�
DQG�RWKHU�UHJXODWRU\�DJHQFLHV�

:H�DUH�HQJDJHG�LQ�FHUWDLQ�UHVHDUFK�DFWLYLWLHV�LQYROYLQJ�WKH�GHYHORSPHQW�RI�PLFUREHV�GHVLJQHG�WR�JHQHUDWH�SUHFXUVRUV�DQG�RWKHU�FKHPLFDO
LQWHUPHGLDULHV�ZKLFK�PD\�EH�UHJXODWHG�DV�FRQWUROOHG�VXEVWDQFHV�LQ�WKH�8QLWHG�6WDWHV��&RQWUROOHG�VXEVWDQFHV�DUH�VXEMHFW�WR�VWDWH��IHGHUDO��DQG
IRUHLJQ�ODZV�DQG�UHJXODWLRQV�UHJDUGLQJ�WKHLU�PDQXIDFWXUH��XVH��VDOH��LPSRUWDWLRQ��H[SRUWDWLRQ��DQG�GLVWULEXWLRQ��$PRQJ�RWKHU�ODZV��FRQWUROOHG
VXEVWDQFHV�DUH�UHJXODWHG�XQGHU�WKH�IHGHUDO�&RQWUROOHG�6XEVWDQFHV�$FW�RI������DQG�LPSOHPHQWLQJ�UHJXODWLRQV�RI�WKH�'($��7KH�'($�UHJXODWHV
FRQWUROOHG�VXEVWDQFHV�DV�6FKHGXOH�,��,,��,,,��,9�RU�9�VXEVWDQFHV��6FKHGXOH�,�VXEVWDQFHV�E\�GHILQLWLRQ�KDYH�QR�HVWDEOLVKHG�PHGLFLQDO�XVH�DQG�PD\
JHQHUDOO\�QRW�EH�PDUNHWHG�RU�VROG�LQ�WKH�8QLWHG�6WDWHV��6FKHGXOH�,�VXEVWDQFHV�DUH�VXEMHFW�WR�WKH�PRVW�VWULQJHQW�FRQWUROV�DQG�6FKHGXOH�9�WKH�OHDVW
FRQWUROV�RI�WKH�ILYH�VFKHGXOHV��EDVHG�RQ�WKHLU�UHODWLYH�ULVN�RI�DEXVH�

5HJXODWLRQV�DVVRFLDWHG�ZLWK�FRQWUROOHG�VXEVWDQFHV�JRYHUQ�PDQXIDFWXULQJ��ODEHOLQJ��SDFNDJLQJ��WHVWLQJ��GLVSHQVLQJ��SURGXFWLRQ�DQG�SURFXUHPHQW
TXRWDV��UHFRUGNHHSLQJ��UHSRUWLQJ��KDQGOLQJ��VKLSPHQW�DQG�GLVSRVDO��7KHVH�UHJXODWLRQV�LQFOXGH�UHTXLUHG�VHFXULW\�PHDVXUHV��VXFK�DV�EDFNJURXQG
FKHFNV�RQ�HPSOR\HHV�DQG�SK\VLFDO�FRQWURO�RI�LQYHQWRU\�DQG�LQFUHDVH�WKH�SHUVRQQHO�QHHGV�DQG�WKH�H[SHQVH�DVVRFLDWHG�ZLWK�GHYHORSPHQW�DQG
FRPPHUFLDOL]DWLRQ�RI�SURGXFWV�RU�SURGXFW�FDQGLGDWHV�LQFOXGLQJ�FRQWUROOHG�VXEVWDQFHV��5HJXODWRUV�FRQGXFW�SHULRGLF�LQVSHFWLRQV�RI�HQWLWLHV�LQYROYHG
LQ�KDQGOLQJ��PDQXIDFWXULQJ��RU�RWKHUZLVH�GLVWULEXWLQJ�FRQWUROOHG�VXEVWDQFHV��DQG�KDYH�EURDG�HQIRUFHPHQW�DXWKRULWLHV��,I�ZH�DUH�IRXQG�WR�EH�QRQ�
FRPSOLDQW�ZLWK�DSSOLFDEOH�FRQWUROOHG�VXEVWDQFH�UHJLVWUDWLRQV�DQG�UHODWHG�UHTXLUHPHQWV��ZH�PD\�QHHG�WR�PRGLI\�LWV�EXVLQHVV�DFWLYLWLHV�DQG�RU�VWRS
KDQGOLQJ�RU�SURGXFLQJ�WKH�SURGXFWV�UHJXODWHG�DV�FRQWUROOHG�VXEVWDQFHV��DQG�FRXOG�EH�VXEMHFW�WR�HQIRUFHPHQW�DFWLRQ��VLJQLILFDQW�ILQHV�RU�SHQDOWLHV�
DQG�RU�DGYHUVH�SXEOLFLW\��DPRQJ�RWKHU�FRQVHTXHQFHV�

9DULRXV�VWDWHV�DOVR�LQGHSHQGHQWO\�UHJXODWH�FRQWUROOHG�VXEVWDQFHV��7KRXJK�VWDWH�FRQWUROOHG�VXEVWDQFHV�ODZV�RIWHQ�PLUURU�IHGHUDO�ODZ��EHFDXVH�WKH
VWDWHV�DUH�VHSDUDWH�MXULVGLFWLRQV��WKH\�PD\�VHSDUDWHO\�VFKHGXOH�VXEVWDQFHV��DV�ZHOO��7KH�IDLOXUH�WR�FRPSO\�ZLWK�DSSOLFDEOH�UHJXODWRU\�UHTXLUHPHQWV
FRXOG�OHDG�WR�HQIRUFHPHQW�DFWLRQV�DQG�VDQFWLRQV�IURP�WKH�VWDWHV�LQ�DGGLWLRQ�WR�WKRVH�IURP�WKH�'($�RU�RWKHUZLVH�DULVLQJ�XQGHU�IHGHUDO�ODZ�

&KDQJHV�LQ�JRYHUQPHQW�UHJXODWLRQV�PD\�PDWHULDOO\�DQG�DGYHUVHO\�DIIHFW�RXU�VDOHV�DQG�UHVXOWV�RI�RSHUDWLRQV�

7KH�PDUNHWV�ZKHUH�ZH�SURYLGH�RXU�VHUYLFHV�DUH�KHDYLO\�LQIOXHQFHG�E\�IRUHLJQ��IHGHUDO��VWDWH�DQG�ORFDO�JRYHUQPHQW�UHJXODWLRQV�DQG�SROLFLHV��7KH�8�6�
RU�IRUHLJQ�JRYHUQPHQWV�PD\�WDNH�DGPLQLVWUDWLYH��OHJLVODWLYH��RU�UHJXODWRU\�DFWLRQ�WKDW�FRXOG�PDWHULDOO\�LQWHUIHUH�ZLWK�RXU�FXVWRPHU¶V�DELOLW\�WR�VHOO
SURGXFWV�GHULYHG�IURP�HQJLQHHUHG�FHOOV�LQ�FHUWDLQ�FRXQWULHV�DQG�RU�WR�FHUWDLQ�FXVWRPHUV��7KH�XQFHUWDLQW\�UHJDUGLQJ�IXWXUH�VWDQGDUGV�DQG�SROLFLHV
PD\�DOVR�DIIHFW�RXU�DELOLW\�WR�GHYHORS�RXU�SURJUDPV�RU�WR�OLFHQVH�HQJLQHHUHG�FHOOV�WR�FXVWRPHUV�DQG�WR�LQLWLDWH�QHZ�SURJUDPV�ZLWK�RXU�FXVWRPHUV�
ZKLFK�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�

&KDQJHV�LQ�8�6��WUDGH�SROLF\�PRUH�JHQHUDOO\�FRXOG�WULJJHU�UHWDOLDWRU\�DFWLRQV�E\�DIIHFWHG�FRXQWULHV��ZKLFK�FRXOG�LPSRVH�UHVWULFWLRQV�RQ�RXU�DELOLW\�WR
GR�EXVLQHVV�LQ�RU�ZLWK�DIIHFWHG�FRXQWULHV�RU�SURKLELW��UHGXFH�RU�GLVFRXUDJH�SXUFKDVHV�RI�RXU�VHUYLFHV�E\�IRUHLJQ�FXVWRPHUV��OHDGLQJ�WR�LQFUHDVHG
SURJUDP�FRVWV��LQFUHDVHG�FRVWV�RI�GHYHORSLQJ�RU�PDQXIDFWXULQJ�RXU�FXVWRPHUV¶�SURGXFWV�DQG�KLJKHU�SULFHV�IRU�WKHLU�SURGXFWV�LQ�IRUHLJQ�PDUNHWV�
&KDQJHV�LQ��DQG�UHVSRQVHV�WR��8�6��WUDGH�SROLF\�FRXOG�UHGXFH�WKH�FRPSHWLWLYHQHVV�RI�RXU�VHUYLFHV�RU�RXU�FXVWRPHUV¶�SURGXFWV��FDXVH�RXU�VHUYLFHV�WR
EH�OHVV�LQ�GHPDQG�DQG�RXU�VDOHV�WR�GHFOLQH�DQG�DGYHUVHO\�LPSDFW�RXU�DELOLW\�WR�FRPSHWH��ZKLFK�FRXOG�PDWHULDOO\�DQG�DGYHUVHO\�LPSDFW�RXU�EXVLQHVV�
ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�

��
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:H�DUH�VXEMHFW�WR�FHUWDLQ�8�6��DQG�IRUHLJQ�DQWL�FRUUXSWLRQ��DQWL�EULEHU\�DQG�DQWL�PRQH\�ODXQGHULQJ�ODZV�DQG�UHJXODWLRQV��:H�FDQ�IDFH�VHULRXV
FRQVHTXHQFHV�IRU�YLRODWLRQV�

:H�DUH�VXEMHFW�WR�WKH�8�6��)RUHLJQ�&RUUXSW�3UDFWLFHV�$FW�RI�������DV�DPHQGHG��WKH�³)&3$´���WKH�8�6��GRPHVWLF�EULEHU\�VWDWXWH�FRQWDLQHG�LQ����8�6�&�
�������WKH�8�6��7UDYHO�$FW��WKH�8�.��%ULEHU\�$FW�DQG�SRVVLEO\�RWKHU�DQWL�FRUUXSWLRQ��DQWL�EULEHU\�DQG�DQWL�PRQH\�ODXQGHULQJ�ODZV�DQG�UHJXODWLRQV�LQ
WKH�MXULVGLFWLRQV�LQ�ZKLFK�ZH�GR�EXVLQHVV��ERWK�GRPHVWLF�DQG�DEURDG��$QWL�FRUUXSWLRQ�DQG�DQWL�EULEHU\�ODZV�KDYH�EHHQ�HQIRUFHG�DJJUHVVLYHO\�LQ
UHFHQW�\HDUV��7KH�)&3$�DQG�RWKHU�DQWL�FRUUXSWLRQ�ODZV�JHQHUDOO\�SURKLELW�FRPSDQLHV��WKHLU�HPSOR\HHV��DJHQWV��UHSUHVHQWDWLYHV��EXVLQHVV�SDUWQHUV
DQG�WKLUG�SDUW\�LQWHUPHGLDULHV�IURP�FRUUXSWO\�SURPLVLQJ��DXWKRUL]LQJ��RIIHULQJ��RU�SURYLGLQJ��GLUHFWO\�RU�LQGLUHFWO\��DQ\WKLQJ�RI�YDOXH�WR�JRYHUQPHQW
RIILFLDOV��SROLWLFDO�SDUWLHV��RU�FDQGLGDWHV�IRU�SXEOLF�RIILFH�IRU�WKH�SXUSRVH�RI�REWDLQLQJ�RU�UHWDLQLQJ�EXVLQHVV�RU�VHFXULQJ�DQ�LPSURSHU�EXVLQHVV
DGYDQWDJH��7KH�8.�%ULEHU\�$FW�DQG�RWKHU�DQWL�FRUUXSWLRQ�ODZV�DOVR�SURKLELW�FRPPHUFLDO�EULEHU\�QRW�LQYROYLQJ�JRYHUQPHQW�RIILFLDOV��DQG�UHTXHVWLQJ
RU�DFFHSWLQJ�EULEHV��DQG�DQWL�PRQH\�ODXQGHULQJ�ODZV�SURKLELW�HQJDJLQJ�LQ�FHUWDLQ�WUDQVDFWLRQV�LQYROYLQJ�FULPLQDOO\�GHULYHG�SURSHUW\�RU�WKH
SURFHHGV�RI�FULPLQDO�DFWLYLW\�

:H�DQG�RXU�WKLUG�SDUW\�EXVLQHVV�SDUWQHUV��UHSUHVHQWDWLYHV�DQG�DJHQWV�PD\�KDYH�GLUHFW�RU�LQGLUHFW�LQWHUDFWLRQV�ZLWK�RIILFLDOV�DQG�HPSOR\HHV�RI
JRYHUQPHQW�DJHQFLHV�RU�VWDWH�RZQHG�RU��DIILOLDWHG�XQLYHUVLWLHV�RU�RWKHU�HQWLWLHV��IRU�H[DPSOH��WR�REWDLQ�QHFHVVDU\�SHUPLWV��OLFHQVHV��SDWHQW
UHJLVWUDWLRQV�DQG�RWKHU�UHJXODWRU\�DSSURYDOV���ZKLFK�LQFUHDVHV�RXU�ULVNV�XQGHU�WKH�)&3$�DQG�RWKHU�DQWL�FRUUXSWLRQ�ODZV��:H�DOVR�HQJDJH
FRQWUDFWRUV��FRQVXOWDQWV�DQG�RWKHU�WKLUG�SDUWLHV�IURP�WLPH�WR�WLPH�WR�FRQGXFW�EXVLQHVV�GHYHORSPHQW�DFWLYLWLHV�DEURDG��:H�PD\�EH�KHOG�OLDEOH�IRU�WKH
FRUUXSW�RU�RWKHU�LOOHJDO�DFWLYLWLHV�RI�RXU�HPSOR\HHV�RU�WKLUG�SDUWLHV�HYHQ�LI�ZH�GR�QRW�H[SOLFLWO\�DXWKRUL]H�VXFK�DFWLYLWLHV��:H�KDYH�LQFUHDVHG�DQG��LQ
WKH�IXWXUH��H[SHFW�RXU�QRQ�8�6��DFWLYLWLHV�WR�LQFUHDVH�RYHU�WLPH��ZKLFK�PD\�DOVR�LQFUHDVH�RXU�H[SRVXUH�XQGHU�WKHVH�ODZV�

7KH�)&3$�DOVR�UHTXLUHV�WKDW�ZH�NHHS�DFFXUDWH�ERRNV�DQG�UHFRUGV�DQG�PDLQWDLQ�D�V\VWHP�RI�DGHTXDWH�LQWHUQDO�FRQWUROV��:KLOH�ZH�KDYH�FRQWUROV�WR
DGGUHVV�FRPSOLDQFH�ZLWK�VXFK�ODZV�DQG�ZLOO�FRQWLQXH�WR�UHYLHZ�DQG�HQKDQFH�RXU�FRPSOLDQFH�SURJUDP��ZH�FDQQRW�DVVXUH�\RX�WKDW�RXU�HPSOR\HHV�
DJHQWV��UHSUHVHQWDWLYHV��EXVLQHVV�SDUWQHUV�RU�WKLUG�SDUW\�LQWHUPHGLDULHV�ZLOO�DOZD\V�FRPSO\�ZLWK�RXU�SROLFLHV�DQG�DSSOLFDEOH�ODZ��IRU�ZKLFK�ZH�PD\
EH�XOWLPDWHO\�KHOG�UHVSRQVLEOH�

$Q\�DOOHJDWLRQV�RU�YLRODWLRQ�RI�WKH�)&3$�RU�RWKHU�DSSOLFDEOH�DQWL�EULEHU\��DQWL�FRUUXSWLRQ�ODZV�DQG�DQWL�PRQH\�ODXQGHULQJ�ODZV�PD\�UHVXOW�LQ
ZKLVWOHEORZHU�FRPSODLQWV��VDQFWLRQV��VHWWOHPHQWV��LQYHVWLJDWLRQV��SURVHFXWLRQ��HQIRUFHPHQW�DFWLRQV��VXEVWDQWLDO�FULPLQDO�ILQHV�DQG�FLYLO�SHQDOWLHV�
GLVJRUJHPHQW�RI�SURILWV��LPSULVRQPHQW��GHEDUPHQW��WD[�UHDVVHVVPHQWV��EUHDFK�RI�FRQWUDFW�DQG�IUDXG�OLWLJDWLRQ��ORVV�RI�H[SRUW�SULYLOHJHV��VXVSHQVLRQ
RU�GHEDUPHQW�IURP�8�6��JRYHUQPHQW�FRQWUDFWV��DGYHUVH�PHGLD�FRYHUDJH��UHSXWDWLRQDO�KDUP�DQG�RWKHU�FRQVHTXHQFHV��DOO�RI�ZKLFK�PD\�KDYH�DQ
DGYHUVH�HIIHFW�RQ�RXU�UHSXWDWLRQ��EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��UHVXOWV�RI�RSHUDWLRQV�DQG�SURVSHFWV��5HVSRQGLQJ�WR�DQ�LQYHVWLJDWLRQ�RU�DFWLRQ�FDQ
DOVR�UHVXOW�LQ�D�PDWHULDOO\�VLJQLILFDQW�GLYHUVLRQ�RI�PDQDJHPHQW¶V�DWWHQWLRQ�DQG�UHVRXUFHV�DQG�VLJQLILFDQW�GHIHQVH�FRVWV�DQG�RWKHU�SURIHVVLRQDO�IHHV�

6LJQLILFDQW�GLVUXSWLRQV�WR�RXU�DQG�RXU�VHUYLFH�SURYLGHUV¶�LQIRUPDWLRQ�WHFKQRORJ\�V\VWHPV�RU�GDWD�VHFXULW\�LQFLGHQWV�FRXOG�UHVXOW�LQ�VLJQLILFDQW
ILQDQFLDO��OHJDO��UHJXODWRU\��EXVLQHVV�DQG�UHSXWDWLRQDO�KDUP�WR�XV�

:H�DUH�LQFUHDVLQJO\�GHSHQGHQW�RQ�LQIRUPDWLRQ�WHFKQRORJ\�V\VWHPV�DQG�LQIUDVWUXFWXUH��LQFOXGLQJ�VHUYLFHV�OLFHQVHG��OHDVHG�RU�SXUFKDVHG�IURP�WKLUG
SDUWLHV�VXFK�DV�FORXG�FRPSXWLQJ�LQIUDVWUXFWXUH�DQG�RSHUDWLQJ�V\VWHPV��WR�RSHUDWH�RXU�EXVLQHVV��,Q�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��ZH�FROOHFW�
VWRUH��SURFHVV�DQG�WUDQVPLW�ODUJH�DPRXQWV�RI�VHQVLWLYH�LQIRUPDWLRQ��LQFOXGLQJ�LQWHOOHFWXDO�SURSHUW\��SURSULHWDU\�EXVLQHVV�LQIRUPDWLRQ��SHUVRQDO
LQIRUPDWLRQ�DQG�RWKHU�FRQILGHQWLDO�LQIRUPDWLRQ��,W�LV�FULWLFDO�WKDW�ZH�GR�VR�LQ�D�VHFXUH�PDQQHU�WR�PDLQWDLQ�WKH�FRQILGHQWLDOLW\��LQWHJULW\�DQG�DYDLODELOLW\
RI�VXFK�VHQVLWLYH�LQIRUPDWLRQ��:H�KDYH�DOVR�RXWVRXUFHG�HOHPHQWV�RI�RXU�RSHUDWLRQV��LQFOXGLQJ�HOHPHQWV�RI�RXU�LQIRUPDWLRQ�WHFKQRORJ\
LQIUDVWUXFWXUH��WR�WKLUG�SDUWLHV��DQG�DV�D�UHVXOW��ZH�PDQDJH�D�QXPEHU�RI�WKLUG�SDUW\�YHQGRUV�ZKR�PD\�KDYH�DFFHVV�WR�RXU�QHWZRUNV�RU�RXU
FRQILGHQWLDO�LQIRUPDWLRQ��:KLOH�ZH�WDNH�PHDVXUHV�WR�VDIHJXDUG�DQG�SURWHFW�WKLV�LQIRUPDWLRQ��WKUHDWV�WR�QHWZRUN�DQG�GDWD�VHFXULW\�DUH�FRQVWDQWO\
HYROYLQJ�DQG�JURZLQJ�LQ�IUHTXHQF\�DQG�VRSKLVWLFDWLRQ��:H�PD\�DOVR�IDFH�LQFUHDVHG�F\EHUVHFXULW\�ULVNV�GXH�WR�RXU�UHOLDQFH�RQ�LQWHUQHW�WHFKQRORJ\
DQG�WKH�QXPEHU�RI�RXU�HPSOR\HHV�ZRUNLQJ�UHPRWHO\��ZKLFK�PD\�FUHDWH�DGGLWLRQDO�RSSRUWXQLWLHV�IRU�F\EHUFULPLQDOV�WR�H[SORLW�YXOQHUDELOLWLHV��:H�DUH
UHTXLUHG�WR�H[SHQG�VLJQLILFDQW�UHVRXUFHV�LQ�DQ�HIIRUW�WR�SURWHFW�DJDLQVW�VHFXULW\�LQFLGHQWV��DQG�PD\�EH�UHTXLUHG�RU�FKRRVH�WR�VSHQG�DGGLWLRQDO
UHVRXUFHV�RU�PRGLI\�RXU�EXVLQHVV�DFWLYLWLHV��SDUWLFXODUO\�ZKHUH�UHTXLUHG�E\�DSSOLFDEOH�GDWD�SULYDF\�DQG�VHFXULW\�ODZV�RU�UHJXODWLRQV�RU�LQGXVWU\
VWDQGDUGV��6HFXULW\�LQFLGHQWV�UHVXOW�IURP�WKH�DFWLRQV�RI�D�ZLGH�YDULHW\�RI�DFWRUV�ZLWK�D�ZLGH�UDQJH�RI�PRWLYHV�DQG�H[SHUWLVH��VXFK�DV�WUDGLWLRQDO
KDFNHUV��SHUVRQQHO�RU�WKH�SHUVRQQHO�RI�WKLUG�SDUWLHV��VRSKLVWLFDWHG�QDWLRQ�VWDWHV�DQG�QDWLRQ�VWDWH�VXSSRUWHG�DFWRUV��:KLOH�ZH�KDYH�GHYHORSHG
V\VWHPV�DQG�SURFHVVHV�GHVLJQHG�WR�SURWHFW�WKH�LQWHJULW\��FRQILGHQWLDOLW\�DQG�VHFXULW\�RI�WKH�FRQILGHQWLDO�DQG�SHUVRQDO�LQIRUPDWLRQ�XQGHU�RXU
FRQWURO��ZH�FDQQRW�JXDUDQWHH�WKDW�DQ\�VHFXULW\�PHDVXUHV�WKDW�ZH�RU�RXU�WKLUG�SDUW\�VHUYLFH�SURYLGHUV�LPSOHPHQW�ZLOO�EH�HIIHFWLYH�LQ
SUHYHQWLQJ�VHFXULW\�EUHDFKHV�DQG�LQFLGHQWV��F\EHUDWWDFNV�RU�VLPLODU�HYHQWV�VXFK�DV�YLUXVHV�DQG�ZRUPV��SKLVKLQJ�DWWDFNV�DQG�RWKHU�IRUPV�RI�VRFLDO
HQJLQHHULQJ��GHQLDO�RI�

��



7DEOH�RI�&RQWHQWV

VHUYLFH�DWWDFNV��UDQVRPZDUH�DWWDFNV��SK\VLFDO�RU�HOHFWURQLF�EUHDN�LQV��WKLUG�SDUW\�RU�HPSOR\HH�WKHIW�RU�PLVXVH��DQG�RWKHU�QHJOLJHQW�DFWLRQV��HUURUV�RU
PDOIHDVDQFH�E\�HPSOR\HHV�RU�RWKHU�WKLUG�SDUWLHV��DQG�VLPLODU�GLVUXSWLRQV�IURP�XQDXWKRUL]HG�WDPSHULQJ�ZLWK�RXU�VHUYHUV�DQG�FRPSXWHU�V\VWHPV�RU
WKRVH�RI�WKLUG�SDUWLHV�WKDW�ZH�XVH�LQ�RXU�RSHUDWLRQV��7KHVH�LQFLGHQWV�FRXOG�OHDG�WR�LQWHUUXSWLRQV��GHOD\V��ORVV�RU�FRUUXSWLRQ�RI�FULWLFDO�GDWD��DQG
XQDXWKRUL]HG�DFFHVV�WR�RU�DFTXLVLWLRQ�RI�KHDOWK�UHODWHG�DQG�RWKHU�SHUVRQDO�LQIRUPDWLRQ��,Q�DGGLWLRQ��ZH�PD\�EH�WKH�WDUJHW�RI�HPDLO�VFDPV�DQG�RWKHU
VRFLDO�HQJLQHHULQJ�DWWDFNV�WKDW�DWWHPSW�WR�DFTXLUH�SHUVRQDO�LQIRUPDWLRQ�RU�FRPSDQ\�DVVHWV�RU�DFFHVV�WR�RXU�V\VWHPV��$GGLWLRQDOO\��IXWXUH�RU�SDVW
EXVLQHVV�WUDQVDFWLRQV��VXFK�DV�DFTXLVLWLRQV�RU�LQWHJUDWLRQV��FRXOG�H[SRVH�XV�WR�DGGLWLRQDO�F\EHUVHFXULW\�ULVNV�DQG�YXOQHUDELOLWLHV��DV�RXU�V\VWHPV
FRXOG�EH�QHJDWLYHO\�DIIHFWHG�E\�YXOQHUDELOLWLHV�SUHVHQW�LQ�DFTXLUHG�RU�LQWHJUDWHG�HQWLWLHV¶�V\VWHPV�DQG�WHFKQRORJLHV��'HVSLWH�RXU�HIIRUWV�WR�FUHDWH
VHFXULW\�EDUULHUV�WR�VXFK�WKUHDWV��ZH�PD\�QRW�EH�DEOH�WR�HQWLUHO\�PLWLJDWH�WKHVH�ULVNV��2XU�WKLUG�SDUW\�VHUYLFH�SURYLGHUV�IDFH�VLPLODU�ULVNV��$Q\
F\EHUDWWDFN�WKDW�DWWHPSWV�WR�REWDLQ�RXU�GDWD�RU�DVVHWV��LQFOXGLQJ�GDWD�WKDW�ZH�PDLQWDLQ�RQ�EHKDOI�RI�RXU�FXVWRPHUV��GLVUXSW�RXU�VHUYLFH��RU�RWKHUZLVH
DFFHVV�RXU�V\VWHPV��RU�WKRVH�RI�WKLUG�SDUWLHV�ZH�XVH��RU�DQ\�RWKHU�VHFXULW\�EUHDFK�RU�LQFLGHQW��FRXOG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV��ILQDQFLDO
FRQGLWLRQ�DQG�RSHUDWLQJ�UHVXOWV��EH�H[SHQVLYH�WR�UHPHG\��DQG�GDPDJH�RXU�UHSXWDWLRQ��:H�DQG�RXU�WKLUG�SDUW\�VHUYLFH�SURYLGHUV�PD\�EH�XQDEOH�WR
DQWLFLSDWH�RU�GHWHFW�DWWHPSWHG�VHFXULW\�LQFLGHQWV�RU�IDFH�GLIILFXOWLHV�RU�GHOD\V�LQ�LGHQWLI\LQJ�RU�RWKHUZLVH�UHVSRQGLQJ�WR�DQ\�DWWDFNV�RU�DFWXDO�RU
SRWHQWLDO�VHFXULW\�EUHDFKHV�RU�VHFXULW\�LQFLGHQWV��:H�PD\�LQFXU�VLJQLILFDQW�FRVWV�DQG�RSHUDWLRQDO�FRQVHTXHQFHV�RI�LQYHVWLJDWLQJ��UHPHGLDWLQJ�
HOLPLQDWLQJ�DQG�SXWWLQJ�LQ�SODFH�DGGLWLRQDO�WRROV�DQG�GHYLFHV�GHVLJQHG�WR�SUHYHQW�DFWXDO�RU�SHUFHLYHG�VHFXULW\�EUHDFKHV�DQG�RWKHU�VHFXULW\
LQFLGHQWV��LQFOXGLQJ�LQ�UHVSRQVH�WR�DQ\�DFWXDO�RU�SHUFHLYHG�LQFLGHQW�ZH�PD\�VXIIHU��DQG�VXEVWDQWLDO�FRVWV�WR�FRPSO\�ZLWK�DQ\�QRWLILFDWLRQ�RU�RWKHU
OHJDO�REOLJDWLRQV�UHVXOWLQJ�IURP�DQ\�VHFXULW\�EUHDFKHV�RU�RWKHU�VHFXULW\�LQFLGHQWV��,Q�DGGLWLRQ��DQ\�VXFK�EUHDFKHV�RU�LQFLGHQWV��RU�WKH�SHUFHSWLRQ
WKDW�WKH\�KDYH�RFFXUUHG��PD\�UHVXOW�LQ�VXEVWDQWLDO�UHPHGLDWLRQ�FRVWV�DQG�H[SRVH�XV�WR�OLWLJDWLRQ��LQFOXGLQJ�FODVV�FODLPV���UHJXODWRU\�HQIRUFHPHQW
DFWLRQ��IRU�H[DPSOH��LQYHVWLJDWLRQV��ILQHV��SHQDOWLHV��DXGLWV��DQG�LQVSHFWLRQV���OLDELOLW\�XQGHU�ODZV�WKDW�SURWHFW�WKH�SULYDF\�RI�SHUVRQDO�LQIRUPDWLRQ�
DGGLWLRQDO�UHSRUWLQJ�UHTXLUHPHQWV�DQG�RU�RYHUVLJKW��LQGHPQLILFDWLRQ�REOLJDWLRQV��QHJDWLYH�SXEOLFLW\��UHSXWDWLRQDO�KDUP��DQG�LQWHUUXSWLRQV�LQ�RXU
RSHUDWLRQV��LQFOXGLQJ�DYDLODELOLW\�RI�GDWD���DQ\�RI�ZKLFK�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��DQG�RSHUDWLQJ
UHVXOWV�

$OWKRXJK�ZH�PDLQWDLQ�LQVXUDQFH�FRYHUDJH�WKDW�PD\�FRYHU�FHUWDLQ�OLDELOLWLHV�LQ�FRQQHFWLRQ�ZLWK�VHFXULW\�EUHDFKHV�DQG�RWKHU�VHFXULW\�LQFLGHQWV��ZH
FDQQRW�EH�FHUWDLQ�RXU�LQVXUDQFH�FRYHUDJH�ZLOO�EH�DGHTXDWH�IRU�OLDELOLWLHV�DFWXDOO\�LQFXUUHG��WKDW�LQVXUDQFH�ZLOO�FRQWLQXH�WR�EH�DYDLODEOH�WR�XV�RQ
FRPPHUFLDOO\�UHDVRQDEOH�WHUPV��LI�DW�DOO��RU�WKDW�DQ\�LQVXUHU�ZLOO�QRW�GHQ\�FRYHUDJH�DV�WR�DQ\�IXWXUH�FODLP�

*RYHUQPHQWDO�WUDGH�FRQWUROV��LQFOXGLQJ�H[SRUW�DQG�LPSRUW�FRQWUROV��VDQFWLRQV��FXVWRPV�UHTXLUHPHQWV�DQG�UHODWHG�UHJLPHV��FRXOG�VXEMHFW�XV�WR
OLDELOLW\�RU�ORVV�RI�FRQWUDFWLQJ�SULYLOHJHV�RU�OLPLW�RXU�DELOLW\�WR�FRPSHWH�LQ�FHUWDLQ�PDUNHWV�

2XU�SURJUDPV�DQG�WHFKQRORJLHV�DUH�VXEMHFW�WR�8�6��DQG�QRQ�8�6��H[SRUW�FRQWUROV��([SRUW�DXWKRUL]DWLRQV�PD\�EH�UHTXLUHG�IRU�ELRWHFKQRORJ\�SURGXFWV�
WHFKQRORJLHV��RU�VHUYLFHV�WR�EH�H[SRUWHG�RXWVLGH�RI�WKH�8QLWHG�6WDWHV��WR�D�IRUHLJQ�SHUVRQ��RU�RXWVLGH�RI�D�IRUHLJQ�MXULVGLFWLRQ��2XU�FXUUHQW�RU�IXWXUH
SURJUDPV�RU�WHFKQRORJLHV�DUH��DQG�PD\�LQ�WKH�IXWXUH��EH�VXEMHFW�WR�WKH�([SRUW�$GPLQLVWUDWLRQ�5HJXODWLRQV��³($5´���,I�D�SURJUDP��WHFKQRORJ\��RU
VHUYLFH�PHHWV�FHUWDLQ�FULWHULD�IRU�FRQWURO�XQGHU�WKH�($5��WKHQ�WKDW�HQJLQHHUHG�FHOO��SURGXFWLRQ�SURFHVV��UHVXOWLQJ�SURGXFW��WHFKQRORJ\��RU�VHUYLFH
ZRXOG�EH�H[SRUWDEOH�RXWVLGH�WKH�8QLWHG�6WDWHV�RU�WR�D�IRUHLJQ�SHUVRQ�RU�IURP�RQH�IRUHLJQ�MXULVGLFWLRQ�WR�DQRWKHU�IRUHLJQ�MXULVGLFWLRQ�RQO\�LI�ZH
REWDLQ�WKH�DSSOLFDEOH�H[SRUW�OLFHQVH�RU�RWKHU�DSSOLFDEOH�DXWKRUL]DWLRQ�LQFOXGLQJ�TXDOLI\LQJ�IRU�D�OLFHQVH�H[FHSWLRQ��LI�UHTXLUHG��&RPSOLDQFH�ZLWK�WKH
8�6��DQG�IRUHLJQ�H[SRUW�ODZV�DQG�UHJXODWLRQV�DQG�RWKHU�DSSOLFDEOH�UHJXODWRU\�UHTXLUHPHQWV�UHJDUGLQJ�WKH�VDOHV��VKLSPHQW�DQG�XVH�RI�RXU�HQJLQHHULQJ
FHOOV��ELRSURFHVVHV�DQG�RWKHU�WHFKQRORJ\�PD\�DIIHFW�RXU�DELOLW\�WR�ZRUN�ZLWK�IRUHLJQ�SDUWQHUV��DIIHFW�WKH�VSHHG�DW�ZKLFK�ZH�FDQ�LQWURGXFH�QHZ
SURGXFWV�LQWR�QRQ�8�6��PDUNHWV��RU�OLPLW�RXU�DELOLW\�WR�VHOO�SURJUDPV�RU�VHUYLFHV�RU�OLFHQVH�WHFKQRORJLHV�LQWR�VRPH�FRXQWULHV�

$GGLWLRQDOO\��FHUWDLQ�PDWHULDOV�WKDW�ZH�XVH�LQ�RXU�SURJUDPV�DUH�VXEMHFW�WR�8�6��LPSRUW�FRQWUROV��:H�FXUUHQWO\�KDYH��DQG�PD\�LQ�WKH�FRXUVH�RI
EXVLQHVV�QHHG�WR�SURFXUH��FHUWDLQ�LPSRUW�DXWKRUL]DWLRQV��IRU�H[DPSOH��UHODWHG�WR�SODQW�SHVWV��FKHPLFDOV��ELRORJLFDO�DJHQWV�DQG�RWKHU�FRQWUROOHG
PDWHULDOV��LQFOXGLQJ�IURP�WKH�86'$��(3$�DQG�&'&��&RPSOLDQFH�ZLWK�DSSOLFDEOH�UHJXODWRU\�UHTXLUHPHQWV�UHJDUGLQJ�WKH�LPSRUW�RI�VXFK�PDWHULDOV�PD\
OLPLW�RXU�DFFHVV�WR�PDWHULDOV�FULWLFDO�WR�RXU�GHYHORSPHQW�DFWLYLWLHV�RU�DIIHFW�WKH�VSHHG�DW�ZKLFK�ZH�FDQ�DGYDQFH�QHZ�SURJUDPV�

2XU�DFWLYLWLHV�DUH�DOVR�VXEMHFW�WR�WKH�HFRQRPLF�VDQFWLRQV��ODZV�DQG�UHJXODWLRQV�RI�WKH�8QLWHG�6WDWHV�DQG�RWKHU�MXULVGLFWLRQV��6XFK�FRQWUROV�SURKLELW
FHUWDLQ�WUDQVDFWLRQV��SRWHQWLDOO\�LQFOXGLQJ�ILQDQFLDO�WUDQVDFWLRQV�DQG�WKH�WUDQVIHU�RI�SURGXFWV��WHFKQRORJLHV�DQG�VHUYLFHV��WR�VDQFWLRQHG�FRXQWULHV�
JRYHUQPHQWV�DQG�SHUVRQV��ZLWKRXW�D�OLFHQVH�RU�RWKHU�DSSURSULDWH�DXWKRUL]DWLRQ��8�6��VDQFWLRQV�SROLF\�FKDQJHV�FRXOG�DIIHFW�RXU�RU�RXU�FXVWRPHUV¶
DELOLW\�WR�LQWHUDFW��GLUHFWO\�DQG�LQGLUHFWO\��ZLWK�WDUJHWHG�FRPSDQLHV�RU�FRPSDQLHV�LQ�VDQFWLRQHG�FRXQWULHV�
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:KLOH�ZH�WDNH�SUHFDXWLRQV�WR�FRPSO\�ZLWK�8�6��DQG�QRQ�8�6��H[SRUW�FRQWURO��LPSRUW�FRQWURO�DQG�HFRQRPLF�VDQFWLRQV�ODZV�DQG�UHJXODWLRQV��ZH
FDQQRW�JXDUDQWHH�WKDW�VXFK�SUHFDXWLRQV�ZLOO�SUHYHQW�YLRODWLRQV�RI�VXFK�ODZV��LQFOXGLQJ�WUDQVIHUV�WR�XQDXWKRUL]HG�SHUVRQV�RU�GHVWLQDWLRQV��DQG
LQFOXGLQJ�LQDGYHUWHQW�YLRODWLRQV�DV�D�UHVXOW�RI�D�PLVFODVVLILFDWLRQ�RI�D�SURGXFW��WHFKQRORJ\�RU�VHUYLFH�XQGHU�H[SRUW�FRQWURO�ODZV��9LRODWLRQV�FRXOG
UHVXOW�LQ�RXU�EXVLQHVV�EHLQJ�VXEMHFW�WR�JRYHUQPHQW�LQYHVWLJDWLRQV��GHQLDO�RI�H[SRUW�RU�LPSRUW�SULYLOHJHV��VLJQLILFDQW�ILQHV�RU�SHQDOWLHV��GHQLDO�RI
JRYHUQPHQW�FRQWUDFWV�DQG�UHSXWDWLRQDO�KDUP��$Q\�OLPLWDWLRQ�RQ�RXU�DELOLW\�WR�H[SRUW�RXU�HQJLQHHUHG�FHOOV��SURGXFWLRQ�SURFHVVHV��UHVXOWLQJ�SURGXFWV�
WHFKQRORJ\��RU�VHUYLFHV��RU�LPSRUW�PDWHULDOV�FULWLFDO�WR�RXU�SURJUDPV�ZRXOG�OLNHO\�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�DQG�ILQDQFLDO�FRQGLWLRQ�

&KDQJHV�LQ�8�6��DQG�IRUHLJQ�WD[�ODZV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��FDVK�IORZ��UHVXOWV�RI�RSHUDWLRQV�RU�ILQDQFLDO
FRQGLWLRQ�

:H�DUH�VXEMHFW�WR�LQFRPH�DQG�QRQ�LQFRPH�EDVHG�WD[HV�LQ�WKH�8�6��DQG�IRUHLJQ�MXULVGLFWLRQV��&KDQJHV�LQ�WD[�ODZV��UHJXODWLRQV�DQG�SROLFLHV��RU�WKHLU
LQWHUSUHWDWLRQ�DQG�DSSOLFDWLRQ��LQ�WKH�MXULVGLFWLRQV�ZKHUH�ZH�DUH�VXEMHFW�WR�WD[��FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��FDVK�IORZ�
UHVXOWV�RI�RSHUDWLRQV�RU�ILQDQFLDO�FRQGLWLRQ��7KH�8�6��&RQJUHVV�IUHTXHQWO\�GHEDWHV�FKDQJHV�WR�8�6��FRUSRUDWH�LQFRPH�WD[�ODZV�DQG�WKH�*URXS�RI
7ZHQW\��*�����WKH�2UJDQL]DWLRQ�IRU�(FRQRPLF�&R�RSHUDWLRQ�DQG�'HYHORSPHQW��2(&'���WKH�(XURSHDQ�&RPPLVVLRQ��(&��DQG�LQGLYLGXDO�WD[LQJ
MXULVGLFWLRQV�KDYH�SXEOLVKHG�SURSRVDOV�FRYHULQJ�YDULRXV�LQWHUQDWLRQDO�WD[�UHODWHG�LVVXHV��LQFOXGLQJ�FRXQWU\�E\�FRXQWU\�UHSRUWLQJ��SHUPDQHQW
HVWDEOLVKPHQW�UXOHV��WUDQVIHU�SULFLQJ�DQG�WD[�WUHDWLHV��,W�LV�SRVVLEOH�WKDW�DQ\�IXWXUH�WD[�OHJLVODWLRQ�ZKLFK�PD\�EH�HQDFWHG�FRXOG�PDWHULDOO\�LPSDFW�RXU
HIIHFWLYH�WD[�UDWH�DQG�FDVK�WD[�OLDELOLW\�DV�ZHOO�DV�WD[�FUHGLWV�DQG�LQFHQWLYHV�

:H�PD\�EHFRPH�VXEMHFW�WR�ODZVXLWV�RU�LQGHPQLW\�FODLPV�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��ZKLFK�FRXOG�PDWHULDOO\�DQG�DGYHUVHO\�DIIHFW�RXU
EXVLQHVV�DQG�UHVXOWV�RI�RSHUDWLRQV�

)URP�WLPH�WR�WLPH��ZH�PD\�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV�EH�QDPHG�DV�D�GHIHQGDQW�LQ�ODZVXLWV��LQGHPQLW\�FODLPV�DQG�RWKHU�OHJDO�SURFHHGLQJV�
7KHVH�DFWLRQV�PD\�VHHN��DPRQJ�RWKHU�WKLQJV��FRPSHQVDWLRQ�IRU�DOOHJHG�SURGXFW�OLDELOLW\��SHUVRQDO�LQMXU\��HPSOR\PHQW�GLVFULPLQDWLRQ��EUHDFK�RI
FRQWUDFW��SURSHUW\�GDPDJH�DQG�RWKHU�ORVVHV�RU�LQMXQFWLYH�RU�GHFODUDWRU\�UHOLHI�

7KH�PDUNHWLQJ��VDOH�DQG�XVH�RI�RXU�VHUYLFHV�HQJLQHHUHG�FHOOV��SURGXFWLRQ�SURFHVVHV�DQG�UHVXOWLQJ�SURGXFWV�FRXOG�OHDG�WR�WKH�ILOLQJ�RI�SURGXFW
OLDELOLW\�FODLPV�ZHUH�VRPHRQH�WR�DOOHJH�WKDW�RXU�VHUYLFHV��HQJLQHHUHG�FHOOV��SURGXFWLRQ�SURFHVVHV�RU�UHVXOWLQJ�SURGXFWV�IDLOHG�WR�SHUIRUP�DV�GHVLJQHG
RU�LQWHQGHG�RU�FDXVHG�LQMXU\�RU�RWKHU�KDUPV��$�SURGXFW�OLDELOLW\�FODLP�FRXOG�UHVXOW�LQ�VXEVWDQWLDO�GDPDJHV�DQG�EH�FRVWO\�DQG�WLPH�FRQVXPLQJ�IRU�XV
WR�GHIHQG�

5HJDUGOHVV�RI�PHULW�RU�HYHQWXDO�RXWFRPH��SURGXFW�OLDELOLW\�FODLPV�PD\�UHVXOW�LQ�

Ɣ GHFUHDVHG�GHPDQG�IRU�SURJUDPV�DQG�UHVXOWLQJ�SURGXFWV�
Ɣ ORVV�RI�UHYHQXH�
Ɣ VXEVWDQWLDO�PRQHWDU\�SD\PHQWV�
Ɣ VLJQLILFDQW�WLPH�DQG�FRVWV�WR�GHIHQG�UHODWHG�OLWLJDWLRQ�
Ɣ WKH�LQDELOLW\�WR�FRPPHUFLDOL]H�DQ\�SURGXFWV�IURP�RXU�SURJUDPV��DQG
Ɣ LQMXU\�WR�RXU�UHSXWDWLRQ�DQG�VLJQLILFDQW�QHJDWLYH�PHGLD�DWWHQWLRQ�

,Q�WKH�HYHQW�WKDW�VXFK�DFWLRQV��FODLPV�RU�SURFHHGLQJV�DUH�XOWLPDWHO\�UHVROYHG�XQIDYRUDEO\�WR�XV�DW�DPRXQWV�H[FHHGLQJ�RXU�DFFUXHG�OLDELOLW\��RU�DW
PDWHULDO�DPRXQWV��WKH�RXWFRPH�FRXOG�PDWHULDOO\�DQG�DGYHUVHO\�DIIHFW�RXU�EXVLQHVV�DQG�UHVXOWV�RI�RSHUDWLRQV��,Q�DGGLWLRQ��SD\PHQWV�RI�VLJQLILFDQW
DPRXQWV��HYHQ�LI�UHVHUYHG��FRXOG�DGYHUVHO\�DIIHFW�RXU�OLTXLGLW\�SRVLWLRQ��:H�PDLQWDLQ�SURGXFW�OLDELOLW\�LQVXUDQFH��EXW�WKLV�LQVXUDQFH�PD\�QRW�IXOO\
SURWHFW�XV�IURP�WKH�ILQDQFLDO�LPSDFW�RI�GHIHQGLQJ�DJDLQVW�SURGXFW�OLDELOLW\�FODLPV��$Q\�SURGXFW�OLDELOLW\�FODLP�EURXJKW�DJDLQVW�XV��ZLWK�RU�ZLWKRXW
PHULW��FRXOG�LQFUHDVH�RXU�LQVXUDQFH�UDWHV�RU�SUHYHQW�XV�IURP�VHFXULQJ�LQVXUDQFH�FRYHUDJH�LQ�WKH�IXWXUH��$GGLWLRQDOO\��DQ\�SURGXFW�OLDELOLW\�ODZVXLW
FRXOG�FDXVH�FXUUHQW�FROODERUDWRUV�WR�WHUPLQDWH�H[LVWLQJ�DJUHHPHQWV�RU�SRWHQWLDO�FROODERUDWRUV�WR�VHHN�RWKHU�FRPSDQLHV��DQ\�RI�ZKLFK�FRXOG�LPSDFW
RXU�EXVLQHVV�DQG�UHVXOWV�RI�RSHUDWLRQV�

5LVNV�5HODWHG�WR�RXU�&RPPRQ�6WRFN��2UJDQL]DWLRQDO�6WUXFWXUH�DQG�*RYHUQDQFH�

2QO\�RXU�HPSOR\HHV�DQG�GLUHFWRUV�DUH�HQWLWOHG�WR�KROG�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN��LQFOXGLQJ�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�JUDQWHG�RU
RWKHUZLVH�LVVXHG�WR�RXU�HPSOR\HHV�DQG�GLUHFWRUV�LQ�WKH�IXWXUH���ZKLFK�VKDUHV�KDYH�WHQ�YRWHV�SHU�VKDUH��7KLV�OLPLWV�RU�SUHFOXGHV�RWKHU
VWRFNKROGHUV¶�DELOLW\�WR�LQIOXHQFH�WKH�RXWFRPH�RI�PDWWHUV�VXEPLWWHG�WR�VWRFNKROGHUV�IRU�DSSURYDO��LQFOXGLQJ�WKH�HOHFWLRQ�RI�GLUHFWRUV��WKH
DSSURYDO�RI�FHUWDLQ�HPSOR\HH�FRPSHQVDWLRQ�SODQV��WKH
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DGRSWLRQ�RI�FHUWDLQ�DPHQGPHQWV�WR�RXU�RUJDQL]DWLRQDO�GRFXPHQWV�DQG�WKH�DSSURYDO�RI�DQ\�PHUJHU��FRQVROLGDWLRQ��VDOH�RI�DOO�RU�VXEVWDQWLDOO\
DOO�RI�RXU�DVVHWV��RU�RWKHU�PDMRU�FRUSRUDWH�WUDQVDFWLRQ�UHTXLULQJ�VWRFNKROGHU�DSSURYDO�

6KDUHV�RI�RXU�&ODVV�%�FRPPRQ�VWRFN�KDYH�WHQ�YRWHV�SHU�VKDUH��ZKHUHDV�VKDUHV�RI�RXU�&ODVV�$�FRPPRQ�VWRFN�KDYH�RQH�YRWH�SHU�VKDUH�DQG�VKDUHV�RI
RXU�&ODVV�&�FRPPRQ�VWRFN�KDYH�QR�YRWLQJ�ULJKWV��H[FHSW�DV�RWKHUZLVH�H[SUHVVO\�SURYLGHG�LQ�RXU�DPHQGHG�DQG�UHVWDWHG�FHUWLILFDWH�RI�LQFRUSRUDWLRQ
�WKH�³&KDUWHU´��RU�UHTXLUHG�E\�DSSOLFDEOH�ODZ���$V�RI�'HFHPEHU�����������RXU�GLUHFWRUV�DQG�H[HFXWLYH�RIILFHUV�KROG�LQ�WKH�DJJUHJDWH�DOPRVW�KDOI�RI�WKH
WRWDO�YRWLQJ�SRZHU�RI�RXU�RXWVWDQGLQJ�FDSLWDO�VWRFN��DQG�RXU�GLUHFWRUV��IRXQGHUV�DQG�H[HFXWLYH�RIILFHUV�KROG�LQ�WKH�DJJUHJDWH�PRUH�WKDQ�KDOI�RI�WKH
WRWDO�YRWLQJ�SRZHU�RI�RXU�RXWVWDQGLQJ�FDSLWDO�VWRFN��$FFRUGLQJO\��KROGHUV�RI�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�DUH�DEOH�WR�VLJQLILFDQWO\�LQIOXHQFH�WKH
RXWFRPH�RI�PDWWHUV�VXEPLWWHG�WR�RXU�VWRFNKROGHUV�IRU�DSSURYDO��LQFOXGLQJ�WKH�HOHFWLRQ�RI�GLUHFWRUV��WKH�DSSURYDO�RI�FHUWDLQ�HPSOR\HH�FRPSHQVDWLRQ
SODQV��WKH�DGRSWLRQ�RI�DPHQGPHQWV�WR�RXU�RUJDQL]DWLRQDO�GRFXPHQWV�DQG�WKH�DSSURYDO�RI�DQ\�PHUJHU��FRQVROLGDWLRQ��VDOH�RI�DOO�RU�VXEVWDQWLDOO\�DOO�RI
RXU�DVVHWV�RU�RWKHU�PDMRU�FRUSRUDWH�WUDQVDFWLRQ�UHTXLULQJ�VWRFNKROGHU�DSSURYDO��7KLV�FRQFHQWUDWHG�YRWLQJ�SRZHU�OLPLWV�RU�SUHFOXGHV�RWKHU
VWRFNKROGHUV¶�DELOLW\�WR�LQIOXHQFH�WKH�RXWFRPH�RI�WKHVH�PDWWHUV��+ROGHUV�RI�&ODVV�%�FRPPRQ�VWRFN�PD\�KDYH�LQWHUHVWV�WKDW�GLIIHU�IURP�KROGHUV�RI
&ODVV�$�FRPPRQ�VWRFN�DQG�PD\�YRWH�LQ�D�ZD\�ZLWK�ZKLFK�KROGHUV�RI�&ODVV�$�FRPPRQ�VWRFN�GLVDJUHH�DQG�ZKLFK�PD\�EH�DGYHUVH�WR�WKH�LQWHUHVWV�RI
KROGHUV�RI�&ODVV�$�FRPPRQ�VWRFN��7KLV�FRQFHQWUDWHG�YRWLQJ�SRZHU�LV�OLNHO\�WR�KDYH�WKH�HIIHFW�RI�OLPLWLQJ�WKH�OLNHOLKRRG�RI�DQ�XQVROLFLWHG�PHUJHU
SURSRVDO��XQVROLFLWHG�WHQGHU�RIIHU�RU�SUR[\�FRQWHVW�IRU�WKH�UHPRYDO�RI�GLUHFWRUV��$V�D�UHVXOW��RXU�JRYHUQDQFH�VWUXFWXUH�DQG�&KDUWHU�PD\�KDYH�WKH
HIIHFW�RI�GHSULYLQJ�RXU�VWRFNKROGHUV�RI�DQ�RSSRUWXQLW\�WR�VHOO�WKHLU�VKDUHV�DW�D�SUHPLXP�RYHU�SUHYDLOLQJ�PDUNHW�SULFHV�DQG�PDNH�LW�PRUH�GLIILFXOW�WR
UHSODFH�RXU�GLUHFWRUV�DQG�PDQDJHPHQW��)XUWKHUPRUH��WKLV�FRQFHQWUDWHG�YRWLQJ�SRZHU�FRXOG�GLVFRXUDJH�D�SRWHQWLDO�LQYHVWRU�IURP�DFTXLULQJ�&ODVV�$
FRPPRQ�VWRFN�GXH�WR�WKH�OLPLWHG�YRWLQJ�SRZHU�RI�VXFK�VWRFN�UHODWLYH�WR�&ODVV�%�FRPPRQ�VWRFN��ZKLFK�FRXOG�DOVR�DGYHUVHO\�DIIHFW�WKH�WUDGLQJ�SULFH
RI�&ODVV�$�FRPPRQ�VWRFN�

2XU�PXOWL�FODVV�VWRFN�VWUXFWXUH�LV�LQWHQGHG�WR�SUHVHUYH�RXU�H[LVWLQJ�IRXQGHU�OHG�JRYHUQDQFH�VWUXFWXUH��WR�SURPRWH�HPSOR\HH�UHWHQWLRQ�DQG
HQJDJHPHQW��WR�IDFLOLWDWH�FRQWLQXHG�LQQRYDWLRQ�DQG�WKH�ULVN�WDNLQJ�WKDW�LW�UHTXLUHV��WR�SHUPLW�XV�WR�FRQWLQXH�WR�SULRULWL]H�RXU�ORQJ�WHUP�JRDOV�UDWKHU
WKDQ�VKRUW�WHUP�UHVXOWV��WR�HQKDQFH�WKH�OLNHOLKRRG�RI�FRQWLQXHG�VWDELOLW\�LQ�WKH�FRPSRVLWLRQ�RI�RXU�ERDUG�RI�GLUHFWRUV�DQG�LWV�SROLFLHV��DQG�WR
GLVFRXUDJH�FHUWDLQ�W\SHV�RI�WUDQVDFWLRQV�WKDW�PD\�LQYROYH�DQ�DFWXDO�RU�WKUHDWHQHG�DFTXLVLWLRQ�RI�WKH�FRPSDQ\��DOO�RI�ZKLFK�ZH�EHOLHYH�DUH�HVVHQWLDO
WR�WKH�ORQJ�WHUP�VXFFHVV�RI�RXU�FRPSDQ\�DQG�WR�ORQJ�WHUP�VWRFNKROGHU�YDOXH��:H�H[SHFW�WR�PDLQWDLQ�WKLV�FRQFHQWUDWHG�YRWLQJ�SRZHU�DPRQJ�RXU
IRXQGHUV�DQG�HPSOR\HHV�IRU�WKH�IRUHVHHDEOH�IXWXUH��LQFOXGLQJ�E\�LVVXLQJ�DGGLWLRQDO�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�WR�RXU�HPSOR\HHV�SXUVXDQW�WR
RXU�HTXLW\�FRPSHQVDWLRQ�SODQV�DQG�DOORZLQJ�RXU�HPSOR\HHV�DQG�GLUHFWRUV�WR�H[FKDQJH�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN�IRU�VKDUHV�RI�&ODVV�%
FRPPRQ�VWRFN�

)XWXUH�WUDQVIHUV�RI�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�WR�SHUVRQV�RWKHU�WKDQ�*LQNJR�GLUHFWRUV�DQG�HPSOR\HHV��RU�WUXVWV�RU�OHJDO�HQWLWLHV�WKURXJK�ZKLFK
WKH�ULJKW�WR�YRWH�WKH�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�KHOG�WKHUHE\�LV�H[HUFLVHG�H[FOXVLYHO\�E\�RQH�RU�PRUH�RI�*LQNJR¶V�GLUHFWRUV�RU�HPSOR\HHV��DQ\
VXFK�GLUHFWRU��HPSOR\HH��WUXVW�RU�OHJDO�HQWLW\��DQ�³(OLJLEOH�+ROGHU´���RU�WKH�KROGHU�RI�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�FHDVLQJ�WR�EH�DQ�(OLJLEOH�+ROGHU�
ZLOO�JHQHUDOO\�UHVXOW�LQ�WKRVH�VKDUHV�FRQYHUWLQJ�WR�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN�RQ�D�RQH�WR�RQH�EDVLV��VXEMHFW�WR�FHUWDLQ�H[FHSWLRQV�DQG�XQOHVV
D�PDMRULW\�RI�WKH�LQGHSHQGHQW�GLUHFWRUV�RI�RXU�ERDUG�RI�GLUHFWRUV�GHWHUPLQH�WKDW�VXFK�WUDQVIHU�RU�HYHQW�ZLOO�QRW�UHVXOW�LQ�VXFK�DXWRPDWLF�FRQYHUVLRQ�
(DFK�VKDUH�RI�&ODVV�%�FRPPRQ�VWRFN�LV�DOVR�FRQYHUWLEOH�DW�DQ\�WLPH�DW�WKH�RSWLRQ�RI�WKH�KROGHU�LQWR�RQH�VKDUH�RI�&ODVV�$�FRPPRQ�VWRFN��7KH
FRQYHUVLRQ�RI�&ODVV�%�FRPPRQ�VWRFN�WR�&ODVV�$�FRPPRQ�VWRFN�RYHU�WLPH�ZLOO�KDYH�WKH�HIIHFW�RI�LQFUHDVLQJ�WKH�UHODWLYH�YRWLQJ�SRZHU�RI�WKRVH
KROGHUV�RI�&ODVV�%�FRPPRQ�VWRFN�ZKR�UHWDLQ�WKHLU�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�LQ�WKH�ORQJ�WHUP��$V�D�UHVXOW��WKH�UHODWLYH�YRWLQJ�SRZHU�RI�KROGHUV
RI�&ODVV�$�FRPPRQ�VWRFN�LV�H[SHFWHG�WR�UHPDLQ�OLPLWHG�IRU�D�VLJQLILFDQW�SHULRG�RI�WLPH��DQG�LW�LV�SRVVLEOH�WKDW�RQH�RU�PRUH�RI�WKH�SHUVRQV�RU�HQWLWLHV
KROGLQJ�&ODVV�%�FRPPRQ�VWRFN�FRXOG�JDLQ�VLJQLILFDQW�YRWLQJ�FRQWURO�DV�RWKHU�KROGHUV�RI�&ODVV�%�FRPPRQ�VWRFN�VHOO�RU�RWKHUZLVH�FRQYHUW�WKHLU
VKDUHV�LQWR�&ODVV�$�FRPPRQ�VWRFN��,Q�DGGLWLRQ��WKH�FRQYHUVLRQ�RI�&ODVV�%�FRPPRQ�VWRFN�WR�&ODVV�$�FRPPRQ�VWRFN�ZRXOG�GLOXWH�KROGHUV�RI�&ODVV�$
FRPPRQ�VWRFN�LQ�WHUPV�RI�YRWLQJ�SRZHU�ZLWKLQ�WKH�&ODVV�$�FRPPRQ�VWRFN��%HFDXVH�KROGHUV�RI�&ODVV�&�FRPPRQ�VWRFN�KDYH�QR�YRWLQJ�ULJKWV��H[FHSW
DV�RWKHUZLVH�H[SUHVVO\�SURYLGHG�LQ�WKH�&KDUWHU�RU�UHTXLUHG�E\�DSSOLFDEOH�ODZ���WKH�KROGHUV�RI�&ODVV�%�FRPPRQ�VWRFN�PD\�EH�DEOH�WR�VLJQLILFDQWO\
LQIOXHQFH�WKH�RXWFRPH�RI�PDWWHUV�VXEPLWWHG�WR�RXU�VWRFNKROGHUV�IRU�DSSURYDO�IRU�D�ORQJHU�SHULRG�RI�WLPH�WKDQ�ZRXOG�EH�WKH�FDVH�LI�ZH�LVVXHG�&ODVV�$
FRPPRQ�VWRFN�UDWKHU�WKDQ�&ODVV�&�FRPPRQ�VWRFN�LQ�VXFK�WUDQVDFWLRQV�

2XU�VKDUH�SULFH�PD\�FKDQJH�VLJQLILFDQWO\�RYHU�WLPH��DQG�\RX�PD\�QRW�EH�DEOH�WR�UHVHOO�RXU�FRPPRQ�VWRFN�DW�RU�DERYH�WKH�SULFH�\RX�SDLG�RU�DW
DOO��DQG�\RX�FRXOG�ORVH�DOO�RU�SDUW�RI�\RXU�LQYHVWPHQW�DV�D�UHVXOW�

7KH�WUDGLQJ�SULFH�RI�RXU�&ODVV�$�FRPPRQ�VWRFN�KDV�EHHQ�LQ�WKH�SDVW�DQG�LV�OLNHO\�WR�FRQWLQXH�WR�EH�YRODWLOH��6XFK�YRODWLOLW\�PD\�EH��LQ�SDUW�
DWWULEXWDEOH�WR�
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Ɣ IXWXUH�VDOHV�RI�RXU�FRPPRQ�VWRFN�RU�RWKHU�VHFXULWLHV�E\�XV�RU�RXU�H[LVWLQJ�VWRFNKROGHUV��RU�WKH�SHUFHSWLRQ�RI�VXFK�IXWXUH�VDOHV�
Ɣ UHVXOWV�RI�RSHUDWLRQV�RI�WKH�FRPSDQ\�RU�RXU�FRPSHWLWRUV�WKDW�YDU\�IURP�WKH�H[SHFWDWLRQV�RI�VHFXULWLHV�DQDO\VWV�DQG�LQYHVWRUV�
Ɣ FKDQJHV�LQ�H[SHFWDWLRQV�DV�WR�RXU�IXWXUH�ILQDQFLDO�SHUIRUPDQFH�DQG�JURZWK��LQFOXGLQJ�DVVHVVPHQWV�RI�RXU�EXVLQHVV��SURVSHFWV��ILQDQFLDO

HVWLPDWHV�DQG�LQYHVWPHQW�UHFRPPHQGDWLRQV�E\�VHFXULWLHV�DQDO\VWV��LQYHVWRUV�DQG�VKRUW�VHOOHUV�
Ɣ DGGLWLRQV�RU�GHSDUWXUHV�RI�NH\�PDQDJHPHQW�SHUVRQQHO�RU�PHPEHUV�RI�RXU�ERDUG�RI�GLUHFWRUV�
Ɣ DQQRXQFHPHQWV�E\�XV�RU�RXU�FRPSHWLWRUV�RI�VLJQLILFDQW�FRQWUDFWV��QHZ�SURGXFWV��DFTXLVLWLRQV��MRLQW�PDUNHWLQJ�UHODWLRQVKLSV��MRLQW�YHQWXUHV�

RWKHU�VWUDWHJLF�UHODWLRQVKLSV�RU�FDSLWDO�FRPPLWPHQWV�
Ɣ DQQRXQFHPHQWV�UHODWLQJ�WR�DFWXDO�RU�SRWHQWLDO�FLYLO�DQG�QRQ�FLYLO�OLWLJDWLRQ��DV�ZHOO�DV�JRYHUQPHQWDO�RU�UHJXODWRU\�LQYHVWLJDWLRQV�RU

LQTXLULHV�
Ɣ JXLGDQFH�WKDW�ZH�SURYLGH�WR�WKH�SXEOLF��DQ\�FKDQJHV�LQ�WKLV�JXLGDQFH�RU�RXU�IDLOXUH�WR�PHHW�WKLV�JXLGDQFH�
Ɣ FKDQJHV�LQ�WKH�SHUFHSWLRQ�RI�RXU�RIIHULQJV�RU�WKH�V\QWKHWLF�ELRORJ\�LQGXVWU\�PRUH�JHQHUDO�LQFOXGLQJ�FKDQJHV�LQ�UHJXODWRU\�FRQGLWLRQV�
Ɣ WKH�GHYHORSPHQW�DQG�VXVWDLQDELOLW\�RI�DQ�DFWLYH�WUDGLQJ�PDUNHW�IRU�RXU�FRPPRQ�VWRFN�
Ɣ FKDQJHV�LQ�DFFRXQWLQJ�SULQFLSOHV�
Ɣ FKDQJHV�LQ�JHQHUDO�HFRQRPLF�RU�PDUNHW�FRQGLWLRQV�RU�WUHQGV�LQ�RXU�LQGXVWU\�RU�PDUNHWV�
Ɣ RWKHU�HYHQWV�RU�IDFWRUV��LQFOXGLQJ�WKRVH�UHVXOWLQJ�IURP�QDWXUDO�GLVDVWHUV��SDQGHPLFV��HSLGHPLFV��ZDU��DFWV�RI�WHUURULVP�RU�UHVSRQVHV�WR�WKHVH

HYHQWV�

7KHVH�IDFWRUV�DPRQJ�RWKHUV�PD\�PDWHULDOO\�DGYHUVHO\�DIIHFW�WKH�PDUNHW�SULFH�RI�RXU�&ODVV�$�FRPPRQ�VWRFN��UHJDUGOHVV�RI�RXU�DFWXDO�RSHUDWLQJ
SHUIRUPDQFH��,Q�DGGLWLRQ��SULFH�YRODWLOLW\�PD\�EH�JUHDWHU�LI�WKH�SXEOLF�IORDW�DQG�WUDGLQJ�YROXPH�RI�RXU�FRPPRQ�VWRFN�DUH�ORZ�

,Q�WKH�SDVW��IROORZLQJ�SHULRGV�RI�PDUNHW�YRODWLOLW\��VWRFNKROGHUV�KDYH�LQVWLWXWHG�VHFXULWLHV�FODVV�DFWLRQ�OLWLJDWLRQ��,I�ZH�ZHUH�LQYROYHG�LQ�VHFXULWLHV
OLWLJDWLRQ��LW�FRXOG�KDYH�D�VXEVWDQWLDO�FRVW�DQG�GLYHUW�UHVRXUFHV�DQG�WKH�DWWHQWLRQ�RI�H[HFXWLYH�PDQDJHPHQW�IURP�RXU�EXVLQHVV�UHJDUGOHVV�RI�WKH
RXWFRPH�RI�VXFK�OLWLJDWLRQ�

)XWXUH�VDOHV��RU�WKH�SHUFHSWLRQ�RI�IXWXUH�VDOHV��E\�XV�RU�RXU�VWRFNKROGHUV�LQ�WKH�SXEOLF�PDUNHW�FRXOG�FDXVH�WKH�PDUNHW�SULFH�IRU�RXU�VHFXULWLHV�WR
GHFOLQH�

7KH�VDOH�RI�RXU�VHFXULWLHV�LQ�WKH�SXEOLF�PDUNHW��LQFOXGLQJ�E\�HQWLWLHV�WR�ZKLFK�ZH�KDYH�LVVXHG�VKDUHV�LQ�FRQQHFWLRQ�ZLWK�WUDQVDFWLRQV��RU�WKH
SHUFHSWLRQ�WKDW�VXFK�VDOHV�FRXOG�RFFXU��FRXOG�KDUP�WKH�SUHYDLOLQJ�PDUNHW�SULFH�RI�RXU�VHFXULWLHV��7KHVH�VDOHV��RU�WKH�SRVVLELOLW\�WKDW�WKHVH�VDOHV�PD\
RFFXU��DOVR�PLJKW�PDNH�LW�PRUH�GLIILFXOW�IRU�XV�WR�VHOO�HTXLW\�VHFXULWLHV�LQ�WKH�IXWXUH�DW�D�WLPH�DQG�DW�D�SULFH�WKDW�ZH�GHHP�DSSURSULDWH�

7KHUH�DUH�XS�WR�DSSUR[LPDWHO\���PLOOLRQ�VKDUHV�RI�FRPPRQ�VWRFN�WKDW�PD\�EH�HDUQHG�LI�WKH�WUDGLQJ�SULFH�LV�JUHDWHU�WKDQ�RU�HTXDO�WR�FHUWDLQ�HDUQRXW
SULFH�WKUHVKROGV�UDQJLQJ�IURP������WR������IRU�DQ\�SRLQW�LQ�D�WUDGLQJ�GD\�GXULQJ����WUDGLQJ�GD\V�LQ�D����FRQVHFXWLYH�WUDGLQJ�GD\�SHULRG��RI�ZKLFK
DSSUR[LPDWHO\�����PLOOLRQ�VKDUHV�ZHUH�HDUQHG�DV�RI�'HFHPEHU�����������7KH�YDVW�PDMRULW\�RI�WKH�VKDUHV�WKDW�DUH�SDUW�RI�WKH�HDUQRXW�ZLOO�QRW�EH�VXEMHFW
WR�ORFN�XS�RQFH�WKH�HDUQRXW�FRQGLWLRQV�DUH�PHW�

,Q�FRQQHFWLRQ�ZLWK�WKH�651*�%XVLQHVV�&RPELQDWLRQ��LQ�6HSWHPEHU�������-DVRQ�.HOO\��5HVKPD�6KHWW\��$XVWLQ�&KH�DQG�%DUWKRORPHZ�&DQWRQ�ZHUH
JUDQWHG�UHVWULFWHG�VWRFN�XQLWV��ZKLFK�YHVWHG��DORQJ�ZLWK�FHUWDLQ�UHODWHG�HDUQRXW�VKDUHV�WKDW�DFKLHYHG�WKH������SULFH�WKUHVKROG��RQ�2FWREHU���������
&HUWDLQ�RI�VXFK�VKDUHV�KDYH�EHHQ�VROG�LQWR�WKH�PDUNHW��DQG�DQ\�IXWXUH�VDOHV�FRXOG�KDUP�WKH�SUHYDLOLQJ�PDUNHW�SULFH�RI�RXU�VHFXULWLHV�

:H�KDYH�DOVR�LVVXHG�VKDUHV�RI�RXU�FRPPRQ�VWRFN�LQ�FRQQHFWLRQ�ZLWK�FHUWDLQ�RI�RXU�DFTXLVLWLRQV��ZKLFK�LVVXDQFHV�GLOXWH�RXU�H[LVWLQJ�VKDUHKROGHUV�
,Q�DGGLWLRQ��WKH�VKDUHV�RI�RXU�FRPPRQ�VWRFN�UHVHUYHG�IRU�IXWXUH�LVVXDQFH�XQGHU�RXU�HTXLW\�LQFHQWLYH�SODQV�ZLOO�EHFRPH�HOLJLEOH�IRU�VDOH�LQ�WKH�SXEOLF
PDUNHW�RQFH�WKRVH�VKDUHV�DUH�LVVXHG��VXEMHFW�WR�SURYLVLRQV�UHODWLQJ�WR�YDULRXV�YHVWLQJ�DJUHHPHQWV�DQG��LQ�VRPH�FDVHV��OLPLWDWLRQV�RQ�YROXPH�DQG
PDQQHU�RI�VDOH�DSSOLFDEOH�WR�DIILOLDWHV�XQGHU�5XOH������DV�DSSOLFDEOH��2XU�FRPSHQVDWLRQ�FRPPLWWHH�RI�RXU�ERDUG�RI�GLUHFWRUV�PD\�GHWHUPLQH�WKH�H[DFW
QXPEHU�RI�VKDUHV�WR�EH�UHVHUYHG�IRU�IXWXUH�LVVXDQFH�XQGHU�RXU�HTXLW\�LQFHQWLYH�SODQV�DW�LWV�GLVFUHWLRQ��:H�KDYH�ILOHG��DQG�H[SHFW�WR�ILOH�LQ�WKH�IXWXUH�
RQH�RU�PRUH�UHJLVWUDWLRQ�VWDWHPHQWV�RQ�)RUP�6���XQGHU�WKH�6HFXULWLHV�$FW�RI�������DV�DPHQGHG��WKH�³6HFXULWLHV�$FW´��WR�UHJLVWHU�VKDUHV�RI�&ODVV�$
FRPPRQ�VWRFN�RU�VHFXULWLHV�FRQYHUWLEOH�LQWR�RU�H[FKDQJHDEOH�IRU�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN
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LVVXHG�SXUVXDQW�WR�RXU�HTXLW\�LQFHQWLYH�SODQV��$Q\�VXFK�)RUP�6���UHJLVWUDWLRQ�VWDWHPHQWV�DXWRPDWLFDOO\�EHFRPH�HIIHFWLYH�XSRQ�ILOLQJ��$FFRUGLQJO\�
VKDUHV�UHJLVWHUHG�XQGHU�VXFK�UHJLVWUDWLRQ�VWDWHPHQWV�ZLOO�EH�DYDLODEOH�IRU�VDOH�LQ�WKH�RSHQ�PDUNHW�

6KRUW�VHOOHUV�PD\�HQJDJH�LQ�PDQLSXODWLYH�DFWLYLW\�LQWHQGHG�WR�GULYH�GRZQ�WKH�PDUNHW�SULFH�RI�RXU�&ODVV�$�FRPPRQ�VWRFN��ZKLFK�FRXOG�DOVR
UHVXOW�LQ�UHODWHG�UHJXODWRU\�DQG�JRYHUQPHQWDO�VFUXWLQ\��DPRQJ�RWKHU�HIIHFWV�

6KRUW�VHOOLQJ�LV�WKH�SUDFWLFH�RI�VHOOLQJ�VHFXULWLHV�WKDW�WKH�VHOOHU�GRHV�QRW�RZQ�EXW�UDWKHU�KDV�ERUURZHG�RU�LQWHQGV�WR�ERUURZ�IURP�D�WKLUG�SDUW\�ZLWK
WKH�LQWHQWLRQ�RI�ODWHU�EX\LQJ�ORZHU�SULFHG�LGHQWLFDO�VHFXULWLHV�WR�UHWXUQ�WR�WKH�OHQGHU��$FFRUGLQJO\��LW�LV�LQ�WKH�LQWHUHVW�RI�D�VKRUW�VHOOHU�RI�RXU�&ODVV�$
FRPPRQ�VWRFN�IRU�WKH�SULFH�WR�GHFOLQH��$W�DQ\�WLPH��VKRUW�VHOOHUV�PD\�SXEOLVK��RU�DUUDQJH�IRU�WKH�SXEOLFDWLRQ�RI��RSLQLRQV�RU�FKDUDFWHUL]DWLRQV�WKDW�DUH
LQWHQGHG�WR�FUHDWH�QHJDWLYH�PDUNHW�PRPHQWXP��,VVXHUV��OLNH�XV��ZKRVH�VHFXULWLHV�KDYH�KLVWRULFDOO\�KDG�OLPLWHG�WUDGLQJ�KLVWRU\�RU�YROXPHV�DQG�RU
KDYH�EHHQ�VXVFHSWLEOH�WR�UHODWLYHO\�KLJK�YRODWLOLW\�OHYHOV�FDQ�EH�YXOQHUDEOH�WR�VXFK�VKRUW�VHOOHU�DWWDFNV��6KRUW�VHOOLQJ�UHSRUWV�FDQ�FDXVH�LQFUHDVHG
YRODWLOLW\�LQ�DQ�LVVXHU¶V�VWRFN�SULFH��DQG�UHVXOW�LQ�UHJXODWRU\�DQG�JRYHUQPHQWDO�LQTXLULHV��2Q�2FWREHU����������VXFK�D�UHSRUW�ZDV�SXEOLVKHG�DERXW�XV�
6KRUWO\�DIWHU��ZH�UHFHLYHG�D�SUHOLPLQDU\�DQG�LQIRUPDO�LQTXLU\�IURP�WKH�8�6��'HSDUWPHQW�RI�-XVWLFH�UHODWHG�WR�WKLV�UHSRUW��$Q\�UHODWHG�LQTXLU\�RU�IRUPDO
LQYHVWLJDWLRQ�IURP�D�JRYHUQPHQWDO�RUJDQL]DWLRQ�RU�RWKHU�UHJXODWRU\�ERG\��LQFOXGLQJ�DQ\�LQTXLU\�IURP�WKH�6(&��LV�QRW�ZLWKLQ�WKH�FRQWURO�RI�WKH
&RPSDQ\��$OWKRXJK�ZH�KDYH�UHFHLYHG�FRQILUPDWLRQ�IURP�WKH�6(&�WKDW�LW�FRQFOXGHG�LWV�LQTXLU\�LQWR�*LQNJR�%LRZRUNV�+ROGLQJV��,QF��EHJXQ�LQ
2FWREHU������RU�VRRQ�DIWHU�ZLWK�QR�UHFRPPHQGDWLRQ�RI�HQIRUFHPHQW�DFWLRQ��DQ\�LQTXLU\�RU�IRUPDO�LQYHVWLJDWLRQ�E\�DQ\�JRYHUQPHQWDO�RUJDQL]DWLRQ�RU
UHJXODWRU\�ERG\�FRXOG�UHVXOW�LQ�D�PDWHULDO�GLYHUVLRQ�RI�RXU�PDQDJHPHQW¶V�WLPH�DQG�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV�DQG�UHVXOWV
RI�RSHUDWLRQV�

2XU�&KDUWHU�DXWKRUL]HV�D�ODUJH�QXPEHU�RI�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�IRU�LVVXDQFH�LQ�WKH�IXWXUH��7KH�IXWXUH�LVVXDQFH�RI�VKDUHV�RI�&ODVV�%
FRPPRQ�VWRFN�PD\�KDYH�WKH�HIIHFW�RI�IXUWKHU�FRQFHQWUDWLQJ�YRWLQJ�SRZHU�ZLWK�RXU�HPSOR\HHV�DQG�RWKHU�&ODVV�%�VWRFNKROGHUV��DQG�FRXOG�KDYH
DQ�DGYHUVH�HIIHFW�RQ�WKH�WUDGLQJ�SULFH�RI�&ODVV�$�FRPPRQ�VWRFN�

8QGHU�RXU�&KDUWHU��ZH�DUH�DXWKRUL]HG�WR�LVVXH���������PLOOLRQ�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN��ZKLFK�DUH�HQWLWOHG�WR�WHQ�YRWHV�SHU�VKDUH��:H
FXUUHQWO\�LQWHQG�WR�LVVXH�DGGLWLRQDO�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�LQ�WKH�IXWXUH�WR�H[LVWLQJ�DQG�QHZO\�KLUHG�HPSOR\HHV�SXUVXDQW�WR�RXU�HTXLW\
FRPSHQVDWLRQ�SODQV��2XU�DXWKRUL]HG�EXW�XQLVVXHG�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�DUH�DYDLODEOH�IRU�LVVXDQFH�WR�(OLJLEOH�+ROGHUV�ZLWK�WKH�DSSURYDO
RI�RXU�ERDUG�RI�GLUHFWRUV�ZLWKRXW�VWRFNKROGHU�DSSURYDO��H[FHSW�DV�PD\�EH�UHTXLUHG�E\�WKH�/LVWLQJ�5XOHV�RI�WKH�1<6(��,Q�DGGLWLRQ��RXU�DXWKRUL]HG�EXW
XQLVVXHG�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�DUH�DYDLODEOH�IRU�LVVXDQFH�WR�SHUVRQV�RWKHU�WKDQ�(OLJLEOH�+ROGHUV�RQO\�ZLWK�WKH�DSSURYDO�RI�D�PDMRULW\�RI
RXU�GLUHFWRUV�HOHFWHG�E\�WKH�KROGHUV�RI�&ODVV�%�FRPPRQ�VWRFN��YRWLQJ�VHSDUDWHO\�DV�D�FODVV��,I�ZH�LVVXH�DGGLWLRQDO�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN
LQ�WKH�IXWXUH��KROGHUV�RI�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN��ZKLFK�DUH�HQWLWOHG�WR�RQH�YRWH�SHU�VKDUH��ZLOO�H[SHULHQFH�GLVSURSRUWLRQDWH�YRWLQJ�SRZHU
GLOXWLRQ�UHODWLYH�WR�HFRQRPLF�GLOXWLRQ��DQG�WKH�KROGHUV�RI�&ODVV�%�FRPPRQ�VWRFN�PD\�EH�DEOH�WR�VLJQLILFDQWO\�LQIOXHQFH�WKH�RXWFRPH�RI�PDWWHUV
VXEPLWWHG�WR�RXU�VWRFNKROGHUV�IRU�DSSURYDO�IRU�D�ORQJHU�SHULRG�RI�WLPH�WKDQ�ZRXOG�EH�WKH�FDVH�LI�ZH�LVVXHG�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN�

6HH�³5LVN�)DFWRUV�5LVNV�5HODWHG�WR�2XU�&RPPRQ�6WRFN�2UJDQL]DWLRQDO�6WUXFWXUH�DQG�*RYHUQDQFH�2QO\�RXU�HPSOR\HHV�DQG�GLUHFWRUV�DUH�HQWLWOHG
WR�KROG�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN��LQFOXGLQJ�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�JUDQWHG�RU�RWKHUZLVH�LVVXHG�WR�RXU�HPSOR\HHV�DQG�GLUHFWRUV
LQ�WKH�IXWXUH���ZKLFK�VKDUHV�KDYH�WHQ�YRWHV�SHU�VKDUH��7KLV�OLPLWV�RU�SUHFOXGHV�RWKHU�VWRFNKROGHUV¶�DELOLW\�WR�LQIOXHQFH�WKH�RXWFRPH�RI�PDWWHUV
VXEPLWWHG�WR�VWRFNKROGHUV�IRU�DSSURYDO��LQFOXGLQJ�WKH�HOHFWLRQ�RI�GLUHFWRUV��WKH�DSSURYDO�RI�FHUWDLQ�HPSOR\HH�FRPSHQVDWLRQ�SODQV��WKH�DGRSWLRQ
RI�DPHQGPHQWV�WR�RXU�RUJDQL]DWLRQDO�GRFXPHQWV�DQG�WKH�DSSURYDO�RI�DQ\�PHUJHU��FRQVROLGDWLRQ��VDOH�RI�DOO�RU�VXEVWDQWLDOO\�DOO�RI�RXU�DVVHWV�RU
RWKHU�PDMRU�FRUSRUDWH�WUDQVDFWLRQ�UHTXLULQJ�VWRFNKROGHU�DSSURYDO�´

8QGHU�RXU�&KDUWHU��ZH�DUH�DXWKRUL]HG�WR�LVVXH�������PLOOLRQ�VKDUHV�RI�&ODVV�&�FRPPRQ�VWRFN��ZKLFK�KDYH�QR�YRWLQJ�ULJKWV��H[FHSW�DV�RWKHUZLVH
H[SUHVVO\�SURYLGHG�LQ�WKH�&KDUWHU�RU�UHTXLUHG�E\�DSSOLFDEOH�ODZ���2XWVWDQGLQJ�&ODVV�&�FRPPRQ�VWRFN�PD\�KDYH�WKH�HIIHFW�RI�H[WHQGLQJ�YRWLQJ
SRZHU�LQ�&ODVV�%�FRPPRQ�VWRFN��DQG�PD\�GLVFRXUDJH�SRWHQWLDO�DFTXLVLWLRQV�RI�RXU�EXVLQHVV�DQG�FRXOG�KDYH�DQ�DGYHUVH�HIIHFW�RQ�WKH�WUDGLQJ
SULFH�RI�&ODVV�$�FRPPRQ�VWRFN�

8QGHU�RXU�&KDUWHU��ZH�DUH�DXWKRUL]HG�WR�LVVXH�������PLOOLRQ�VKDUHV�RI�&ODVV�&�FRPPRQ�VWRFN��ZKLFK�KDYH�QR�YRWLQJ�ULJKWV��H[FHSW�DV�UHTXLUHG�E\
ODZ���&ODVV�&�FRPPRQ�VWRFN�PD\�EH�XVHG�IRU�D�YDULHW\�RI�FRUSRUDWH�SXUSRVHV��LQFOXGLQJ�ILQDQFLQJV��DFTXLVLWLRQV�DQG�LQYHVWPHQWV��2XU�DXWKRUL]HG
EXW�XQLVVXHG�VKDUHV�RI�&ODVV�&�FRPPRQ�VWRFN�DUH�DYDLODEOH�IRU�LVVXDQFH�ZLWK�WKH�DSSURYDO�RI�RXU�ERDUG�RI�GLUHFWRUV�ZLWKRXW�VWRFNKROGHU�DSSURYDO�
H[FHSW�DV�PD\�EH�UHTXLUHG�E\�WKH�/LVWLQJ�5XOHV�RI�WKH�1<6(��%HFDXVH�WKH�&ODVV�&�FRPPRQ�VWRFN�FDUULHV�QR�YRWLQJ�ULJKWV��H[FHSW�DV�RWKHUZLVH
H[SUHVVO\�SURYLGHG�LQ�WKH�&KDUWHU�RU�UHTXLUHG�E\�DSSOLFDEOH�ODZ���LV�QRW�FRQYHUWLEOH�LQWR�DQ\�RWKHU�FDSLWDO�VWRFN��DQG�LV�QRW�OLVWHG�IRU�WUDGLQJ�RQ�DQ
H[FKDQJH�RU�UHJLVWHUHG�IRU�VDOH�ZLWK�WKH�6(&��VKDUHV�RI�&ODVV�&�FRPPRQ�VWRFN�PD\�EH�OHVV�OLTXLG�DQG�OHVV�DWWUDFWLYH�WR�DQ\�IXWXUH�UHFLSLHQWV�RI�WKHVH
VKDUHV�WKDQ�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN��DOWKRXJK�ZH�PD\�VHHN�WR�OLVW�WKH�&ODVV�&�FRPPRQ�VWRFN
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IRU�WUDGLQJ�DQG�UHJLVWHU�VKDUHV�RI�&ODVV�&�FRPPRQ�VWRFN�IRU�VDOH�LQ�WKH�IXWXUH��,Q�DGGLWLRQ��EHFDXVH�RXU�&ODVV�&�FRPPRQ�VWRFN�KDV�QR�YRWLQJ�ULJKWV
�H[FHSW�DV�RWKHUZLVH�H[SUHVVO\�SURYLGHG�LQ�WKH�&KDUWHU�RU�UHTXLUHG�E\�DSSOLFDEOH�ODZ���WKH�KROGHUV�RI�&ODVV�%�FRPPRQ�VWRFN�PD\�EH�DEOH�WR
VLJQLILFDQWO\�LQIOXHQFH�WKH�RXWFRPH�RI�PDWWHUV�VXEPLWWHG�WR�RXU�VWRFNKROGHUV�IRU�DSSURYDO�IRU�D�ORQJHU�SHULRG�RI�WLPH�WKDQ�ZRXOG�EH�WKH�FDVH�LI�ZH
LVVXHG�&ODVV�$�FRPPRQ�VWRFN�UDWKHU�WKDQ�&ODVV�&�FRPPRQ�VWRFN�LQ�VXFK�WUDQVDFWLRQV��,Q�DGGLWLRQ��IXUWKHU�LVVXDQFHV�RI�&ODVV�&�FRPPRQ�VWRFN
ZRXOG�KDYH�D�GLOXWLYH�HIIHFW�RQ�WKH�HFRQRPLF�LQWHUHVWV�RI�&ODVV�$�FRPPRQ�VWRFN�DQG�&ODVV�%�FRPPRQ�VWRFN��$Q\�VXFK�LVVXDQFH�FRXOG�DOVR�FDXVH
WKH�WUDGLQJ�SULFH�RI�&ODVV�$�FRPPRQ�VWRFN�WR�GHFOLQH�

:H�FDQQRW�SUHGLFW�WKH�HIIHFW�WKH�PXOWL�FODVV�VWUXFWXUH�RI�RXU�FRPPRQ�VWRFN�PD\�KDYH�RQ�WKH�WUDGLQJ�SULFH�RI�RXU�&ODVV�$�FRPPRQ�VWRFN�

7KH�KROGLQJ�RI�ORZ�YRWLQJ�VWRFN��VXFK�DV�&ODVV�$�FRPPRQ�VWRFN��PD\�QRW�EH�SHUPLWWHG�E\�WKH�LQYHVWPHQW�SROLFLHV�RI�FHUWDLQ�LQVWLWXWLRQDO�LQYHVWRUV
RU�PD\�EH�OHVV�DWWUDFWLYH�WR�WKH�SRUWIROLR�PDQDJHUV�RI�FHUWDLQ�LQVWLWXWLRQDO�LQYHVWRUV��,Q�DGGLWLRQ��FHUWDLQ�LQGH[�SURYLGHUV�KDYH�DQQRXQFHG
UHVWULFWLRQV�RQ�LQFOXGLQJ�FRPSDQLHV�ZLWK�PXOWLSOH�FODVV�VKDUH�VWUXFWXUHV�LQ�FHUWDLQ�RI�WKHLU�LQGLFHV��%HFDXVH�RI�RXU�PXOWL�FODVV�VWRFN�VWUXFWXUH��RXU
&ODVV�$�FRPPRQ�VWRFN�ZLOO�OLNHO\�FRQWLQXH�WR�EH�H[FOXGHG�IURP�FHUWDLQ�LQGLFHV��DQG�ZH�FDQQRW�DVVXUH�\RX�WKDW�RWKHU�VWRFN�LQGLFHV�ZLOO�QRW�WDNH
VLPLODU�DFWLRQV��*LYHQ�WKH�VXVWDLQHG�IORZ�RI�LQYHVWPHQW�IXQGV�LQWR�SDVVLYH�VWUDWHJLHV�WKDW�VHHN�WR�WUDFN�FHUWDLQ�LQGLFHV��H[FOXVLRQ�IURP�VWRFN�LQGLFHV
ZRXOG�OLNHO\�SUHFOXGH�LQYHVWPHQW�E\�PDQ\�RI�WKHVH�IXQGV�LQ�RXU�&ODVV�$�FRPPRQ�VWRFN�DQG�FRXOG�PDNH�VKDUHV�RI�RXU�&ODVV�$�FRPPRQ�VWRFN�OHVV
DWWUDFWLYH�WR�RWKHU�LQYHVWRUV��$V�D�UHVXOW��WKH�WUDGLQJ�SULFH�RI�VKDUHV�RI�RXU�&ODVV�$�FRPPRQ�VWRFN�FRXOG�EH�DGYHUVHO\�DIIHFWHG�

2XU�IRFXV�RQ�WKH�ORQJ�WHUP�EHVW�LQWHUHVWV�RI�RXU�FRPSDQ\�DQG�RXU�FRQVLGHUDWLRQ�RI�DOO�RI�RXU�VWDNHKROGHUV��LQFOXGLQJ�RXU�VWRFNKROGHUV�
ZRUNIRUFH��FXVWRPHUV��VXSSOLHUV��DFDGHPLF�UHVHDUFKHUV��JRYHUQPHQWV��FRPPXQLWLHV�DQG�RWKHU�VWDNHKROGHUV�WKDW�ZH�PD\�LGHQWLI\�IURP�WLPH�WR
WLPH��PD\�FRQIOLFW�ZLWK�VKRUW�WHUP�RU�PHGLXP�WHUP�ILQDQFLDO�LQWHUHVWV�DQG�EXVLQHVV�SHUIRUPDQFH��ZKLFK�PD\�DGYHUVHO\�LPSDFW�WKH�YDOXH�RI�RXU
FRPPRQ�VWRFN�

:H�EHOLHYH�WKDW�IRFXVLQJ�RQ�WKH�ORQJ�WHUP�EHVW�LQWHUHVWV�RI�RXU�FRPSDQ\�DQG�RXU�FRQVLGHUDWLRQ�RI�DOO�RI�RXU�VWDNHKROGHUV��LQFOXGLQJ�RXU
VWRFNKROGHUV��ZRUNIRUFH��FXVWRPHUV��VXSSOLHUV��DFDGHPLF�UHVHDUFKHUV��JRYHUQPHQWV��FRPPXQLWLHV�DQG�RWKHU�VWDNHKROGHUV�ZH�PD\�LGHQWLI\�IURP�WLPH
WR�WLPH��LV�HVVHQWLDO�WR�WKH�ORQJ�WHUP�VXFFHVV�RI�RXU�FRPSDQ\�DQG�WR�ORQJ�WHUP�VWRFNKROGHU�YDOXH��7KHUHIRUH��ZH�KDYH�PDGH�GHFLVLRQV��DQG�PD\�LQ
WKH�IXWXUH�PDNH�GHFLVLRQV��WKDW�ZH�EHOLHYH�DUH�LQ�WKH�ORQJ�WHUP�EHVW�LQWHUHVWV�RI�RXU�FRPSDQ\�DQG�RXU�VWRFNKROGHUV��HYHQ�LI�VXFK�GHFLVLRQV�PD\
QHJDWLYHO\�LPSDFW�WKH�VKRUW��RU�PHGLXP�WHUP�SHUIRUPDQFH�RI�RXU�EXVLQHVV��UHVXOWV�RI�RSHUDWLRQV��DQG�ILQDQFLDO�FRQGLWLRQ�RU�WKH�VKRUW��RU�PHGLXP�
WHUP�SHUIRUPDQFH�RI�RXU�&ODVV�$�FRPPRQ�VWRFN��2XU�FRPPLWPHQW�WR�SXUVXLQJ�ORQJ�WHUP�YDOXH�IRU�WKH�FRPSDQ\�DQG�LWV�VWRFNKROGHUV��SRWHQWLDOO\�DW
WKH�H[SHQVH�RI�VKRUW��RU�PHGLXP�WHUP�SHUIRUPDQFH��PD\�PDWHULDOO\�DGYHUVHO\�DIIHFW�WKH�WUDGLQJ�SULFH�RI�RXU�&ODVV�$�FRPPRQ�VWRFN��LQFOXGLQJ�E\
PDNLQJ�RZQLQJ�RXU�&ODVV�$�FRPPRQ�VWRFN�OHVV�DSSHDOLQJ�WR�LQYHVWRUV�ZKR�DUH�IRFXVHG�RQ�UHWXUQV�RYHU�D�VKRUWHU�WLPH�KRUL]RQ��2XU�GHFLVLRQV�DQG
DFWLRQV�LQ�SXUVXLW�RI�ORQJ�WHUP�VXFFHVV�DQG�ORQJ�WHUP�VWRFNKROGHU�YDOXH��ZKLFK�PD\�LQFOXGH�RXU�PXOWL�FODVV�VWRFN�VWUXFWXUH��PDNLQJ�LQYHVWPHQWV�LQ
5	'�DQG�RXU�HPSOR\HHV��DQG�LQYHVWLQJ�LQ�DQG�LQWURGXFLQJ�QHZ�SURGXFWV�DQG�VHUYLFHV��PD\�QRW�UHVXOW�LQ�WKH�ORQJ�WHUP�EHQHILWV�WKDW�ZH�H[SHFW��LQ
ZKLFK�FDVH�RXU�EXVLQHVV��UHVXOWV�RI�RSHUDWLRQV�DQG�ILQDQFLDO�FRQGLWLRQ��DV�ZHOO�DV�WKH�WUDGLQJ�SULFH�RI�RXU�&ODVV�$�FRPPRQ�VWRFN��FRXOG�EH�PDWHULDOO\
DGYHUVHO\�DIIHFWHG�

��
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,WHP��%��8QUHVROYHG�6WDII�&RPPHQWV�

1RQH�

,WHP��&��&\EHUVHFXULW\�

&\EHUVHFXULW\�ULVN�PDQDJHPHQW�DQG�VWUDWHJ\

*LQNJR�LQWHJUDWHV�ULVN�PDQDJHPHQW�LQWR�LWV�RYHUDOO�F\EHUVHFXULW\�VWUDWHJ\��DQG�KDV�LPSOHPHQWHG�SURFHVVHV�GHVLJQHG�WR�LGHQWLI\��DVVHVV��SULRULWL]H
DQG�PDQDJH�ULVNV�WR�SURWHFW�*LQNJR¶V�GDWD��LQWHOOHFWXDO�SURSHUW\�DQG�LQIRUPDWLRQ�DVVHWV��$V�SDUW�RI�RXU�ULVN�JRYHUQDQFH�DQG�PDQDJHPHQW��*LQNJR
KDV�GHYHORSHG�SURFHVVHV�GHVLJQHG�WR��LGHQWLI\�DQG�DVVHVV�ULVNV��HYDOXDWH�WKRVH�ULVNV�DJDLQVW�SUH�GHILQHG�FULWHULD��GHYHORS�DQG�LPSOHPHQW�VWUDWHJLHV
WR�DGGUHVV�LGHQWLILHG�ULVNV��PRQLWRU�DQG�UHYLHZ�WKRVH�ULVNV�DQG�FRPPXQLFDWH�ULVNV�WR�UHOHYDQW�VWDNHKROGHUV��,GHQWLI\LQJ�*LQNJR¶V�F\EHUVHFXULW\�ULVNV
LQYROYHV�D�PXOWLIDFHWHG�DSSURDFK�WKDW�HQFRPSDVVHV�ERWK�LQWHUQDO�DVVHVVPHQWV�DQG�H[WHUQDO�LQIRUPDWLRQ�VRXUFHV��)RU�H[DPSOH��ZH�XVH�VHFXULW\
DXGLWV�FRQGXFWHG�E\�LQWHUQDO�DQG�H[WHUQDO�DXGLWRUV�WR�DVVHVV�FRPSOLDQFH�ZLWK�VHFXULW\�SROLFLHV�DQG�LQGXVWU\�IUDPHZRUNV��YXOQHUDELOLW\�DVVHVVPHQWV
WR�GLVFRYHU�YXOQHUDELOLWLHV�LQ�QHWZRUNV��V\VWHPV�DQG�DSSOLFDWLRQV��SHQHWUDWLRQ�WHVWLQJ�XVLQJ�VLPXODWHG�F\EHUDWWDFNV�WR�WHVW�WKH�UHVLOLHQFH�RI�V\VWHPV
DQG�LGHQWLI\�ZHDNQHVVHV��DQG�ULVN�DVVHVVPHQW�SURFHVVHV�WR�HYDOXDWH�,7�LQIUDVWUXFWXUH��LQFOXGLQJ�XVLQJ�D�ULVN�UHJLVWHU�WR�LGHQWLI\�ULVNV��OLNHOLKRRG�RI
WKHLU�RFFXUUHQFH��SRWHQWLDO�LPSDFW��DQG�UHPHGLDWLRQ��:H�DOVR�RYHUVHH�WKLUG�SDUW\�VHUYLFH�SURYLGHUV�E\�FRQGXFWLQJ�YHQGRU�GLOLJHQFH�XSRQ
RQERDUGLQJ�DQG�DGGLWLRQDO�PRQLWRULQJ��9HQGRUV�DUH�DVVHVVHG�IRU�ULVN�EDVHG�RQ�WKH�QDWXUH�RI�WKHLU�VHUYLFHV��DFFHVV�WR�GDWD�DQG�V\VWHPV�DQG�VXSSO\
FKDLQ�ULVN�

&\EHUVHFXULW\�ULVN�PDQDJHPHQW�LV�RYHUVHHQ�E\�*LQNJR¶V�&KLHI�,QIRUPDWLRQ�6HFXULW\�2IILFHU��³&,62´���ZKR�LV�VXSSRUWHG�E\�IXOO�WLPH�LQIRUPDWLRQ
VHFXULW\�VWDII��7KH�&,62�DGYLVHV�WKH�H[HFXWLYH�WHDP�RQ�WKH�GHYHORSPHQW�DQG�LPSOHPHQWDWLRQ�RI�WKH�LQIRUPDWLRQ�VHFXULW\�SURJUDP�

*LQNJR�LQFRUSRUDWHV�OHDUQLQJ�IURP�LWV�F\EHUVHFXULW\�ULVN�PDQDJHPHQW�SURFHVV�LQWR�LWV�RYHUDOO�F\EHUVHFXULW\�SURJUDP��7R�GDWH��*LQNJR�KDV�QRW
H[SHULHQFHG�D�F\EHUVHFXULW\�LQFLGHQW�WKDW�UHVXOWHG�LQ�D�PDWHULDO�HIIHFW�RQ�RXU�EXVLQHVV�VWUDWHJ\��UHVXOWV�RI�RSHUDWLRQV��RU�ILQDQFLDO�FRQGLWLRQ��'HVSLWH
RXU�HIIRUWV��ZH�FDQQRW�SURYLGH�DVVXUDQFH�WKDW�ZH�ZLOO�QRW�EH�PDWHULDOO\�DIIHFWHG�LQ�WKH�IXWXUH�E\�F\EHUVHFXULW\�ULVNV�RU�DQ\�IXWXUH�PDWHULDO�LQFLGHQWV�
)RU�PRUH�LQIRUPDWLRQ��VHH�,WHP��$��5LVN�)DFWRUV��³6LJQLILFDQW�GLVUXSWLRQV�WR�RXU�DQG�RXU�VHUYLFH�SURYLGHUV¶�LQIRUPDWLRQ�WHFKQRORJ\�V\VWHPV�RU
GDWD�VHFXULW\�LQFLGHQWV�FRXOG�UHVXOW�LQ�VLJQLILFDQW�ILQDQFLDO��OHJDO��UHJXODWRU\��EXVLQHVV�DQG�UHSXWDWLRQDO�KDUP�WR�XV�´�

&\EHUVHFXULW\�JRYHUQDQFH

7KH�%RDUG�SURYLGHV�UHJXODU�RYHUVLJKW�RI�WKH�&RPSDQ\¶V�F\EHUVHFXULW\�ULVN�PDQDJHPHQW�SURJUDP��7KH�&,62�SUHVHQWV�WR�WKH�%RDUG�DQG�WKH�DXGLW
FRPPLWWHH�RI�RXU�%RDUG��WKH�³$XGLW�&RPPLWWHH´��DW�OHDVW�DQQXDOO\�DQG�TXDUWHUO\�XSGDWHV�YLD�EXVLQHVV�UHYLHZ�GDVKERDUGV��7KH�%RDUG�SURYLGHV
JXLGDQFH�WR�WKH�&,62��LQFOXGLQJ�ZLWK�UHVSHFW�WR�DQ\�FKDQJHV�WR�EXVLQHVV�SULRULWLHV��ULVN�WROHUDQFH��RU�VHFXULW\�LQLWLDWLYHV��7KHVH�EULHILQJV�DUH�DOVR
DXJPHQWHG�E\�RQJRLQJ�DQG�FRQWLQXRXV�LQWHUDFWLRQV�EHWZHHQ�WKH�%RDUG�DQG�WKH�&,62��DV�QHHGHG��

*LQNJR
V�&,62�KDV�SULPDU\�UHVSRQVLELOLW\�IRU�DVVHVVLQJ�DQG�PDQDJLQJ�*LQNJR¶V�ULVNV�IURP�F\EHUVHFXULW\�WKUHDWV��7KH�&,62�KDV�RYHU����\HDUV�RI
SXEOLF�DQG�SULYDWH�VHFWRU�H[SHULHQFH�LQ�LQIRUPDWLRQ�WHFKQRORJ\�DQG�KDV�VHUYHG�DV�*LQNJR¶V�&,62�VLQFH�������([HFXWLYH�OHDGHUVKLS�SURYLGHV
RYHUVLJKW�DQG�JRYHUQDQFH�WKURXJK�PRQWKO\�EXVLQHVV�UHYLHZV�RI�WKH�F\EHUVHFXULW\�SURJUDP�

*LQNJR�DOVR�KDV�D�'LVFORVXUH�&RPPLWWHH��ZKLFK�LV�FRPSRVHG�RI�UHSUHVHQWDWLYHV�IURP�H[HFXWLYH�OHDGHUVKLS�IURP�YDULRXV�GHSDUWPHQWV�DFURVV�*LQNJR
�H�J���OHJDO��ILQDQFH��DFFRXQWLQJ���7KHLU�UROH�LV�WR�GHWHUPLQH�PDWHULDOLW\�RI�D�F\EHU�LQFLGHQW�DQG�SURYLGH�JXLGDQFH�ZLWK�UHVSHFW�WR�DQ\�GLVFORVXUH
REOLJDWLRQV�UHVXOWLQJ�IURP�D�F\EHU�LQFLGHQW�

,WHP����3URSHUWLHV�
*LQNJR¶V�KHDGTXDUWHUV�DUH�ORFDWHG�LQ�WKH�6HDSRUW�GLVWULFW�RI�%RVWRQ��0DVVDFKXVHWWV�DQG�FRPSULVH�D�VHW�RI�QRQ�FDQFHOODEOH�RSHUDWLQJ�OHDVHV�ZLWKLQ�D
IDFLOLW\�WRWDOLQJ�RYHU���������VTXDUH�IHHW�RI�RIILFH�DQG�ODERUDWRU\�VSDFH��7KHVH�OHDVH�DJUHHPHQWV�H[SLUH�RQ�GDWHV�UDQJLQJ�IURP������WR������DQG�HDFK
FRQWDLQ�RQH�RSWLRQ�WR�H[WHQG�WKH�OHDVH�IRU�D�ILYH�\HDU�SHULRG�DW�WKHQ�PDUNHW�UDWHV��2I�WKLV���������VTXDUH�IHHW�RI�OHDVHG�VSDFH���������LV�FXUUHQWO\
VXEOHDVHG��ZLWK�DQ�DGGLWLRQDO���������DYDLODEOH�IRU�VXEOHDVH�LQ�FRQQHFWLRQ�ZLWK�RXU�UHVWUXFWXULQJ�

:H�DOVR�OHDVH�DSSUR[LPDWHO\���������VTXDUH�IHHW�RI�RIILFH�DQG�ODE�VSDFH�LQ�&DPEULGJH��0DVVDFKXVHWWV��(PHU\YLOOH��&DOLIRUQLD��%DVHO��6ZLW]HUODQG�
DQG�=HLVW��1HWKHUODQGV��7KLV�LQFOXGHV��������VTXDUH�IHHW�VXEOHDVHG�LQ�(PHU\YLOOH��DQG��������LQ�&DPEULGJH�ZLWK�OHDVHV�HQGLQJ�LQ�)HEUXDU\�������:H
KDYH�H[LWHG�WKH�&DPEULGJH�VSDFHV�DQG�WKH\�DUH�QRZ�DYDLODEOH�IRU�VXEOHDVH�LQ�FRQQHFWLRQ�ZLWK�RXU�UHVWUXFWXULQJ�

��
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,Q�$SULO�������ZH�HQWHUHG�LQWR�D�OHDVH��DV�DPHQGHG��FRQVLVWLQJ�RI�DSSUR[LPDWHO\���������UHQWDEOH�VTXDUH�IHHW�RI�QHZ�RIILFH�DQG�ODERUDWRU\�VSDFH
EHLQJ�GHYHORSHG�LQ�%RVWRQ��0DVVDFKXVHWWV�QHDU�RXU�KHDGTXDUWHUV��7KH�OHDVH�FRPPHQFHG�RQ�$SULO�����������ZLWK�UHQW�SD\PHQWV�EHJLQQLQJ�LQ�-XQH
������DQG�LW�ZLOO�H[SLUH�RQ�WKH�ILIWHHQWK�DQQLYHUVDU\�RI�WKH�UHQW�FRPPHQFHPHQW�GDWH��7KH�OHDVH�LQFOXGHV�DQ�RSWLRQ�WR�H[WHQG�IRU�DQ�DGGLWLRQDO�WHQ
\HDUV�DW�WKHQ�PDUNHW�UDWHV��DV�ZHOO�DV�DQ�H[SDQVLRQ�RSWLRQ�LI�WKH�RZQHU�FRQVWUXFWV�DQ�DGGLWLRQDO�EXLOGLQJ�RQ�WKH�SURSHUW\��:H�EHOLHYH�RXU�IRRWSULQW
SULRU�WR�WKLV�QHZ�IDFLOLW\�LV�QRZ�VXIILFLHQW�WR�PHHW�RXU�QHHGV��WKHUHIRUH��WKLV�IDFLOLW\�LV�DYDLODEOH�IRU�VXEOHDVH�

:H�DOVR�RZQ�DSSUR[LPDWHO\���������VTXDUH�IHHW�RI�UHDO�SURSHUW\�LQ�:HVW�6DFUDPHQWR��&DOLIRUQLD��RI�ZKLFK�������LV�VXEOHDVHG�DQG�DQ�DGGLWLRQDO�������
LV�DYDLODEOH�IRU�VXEOHDVH�

:H�LQWHQG�WR�FRQWLQXH�WR�HYDOXDWH�RXU�VSDFH�QHHGV�DQG�RIIHU�DQ\�H[FHVV�VSDFH�IRU�VXEOHDVLQJ�

,WHP����/HJDO�3URFHHGLQJV�

)URP�WLPH�WR�WLPH��WKH�&RPSDQ\�PD\�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV�EH�QDPHG�DV�D�GHIHQGDQW�LQ�ODZVXLWV��LQGHPQLW\�FODLPV�DQG�RWKHU�OHJDO
SURFHHGLQJV��7KH�&RPSDQ\�GRHV�QRW�EHOLHYH�DQ\�SHQGLQJ�OLWLJDWLRQ�WR�EH�PDWHULDO��RU�WKDW�WKH�RXWFRPH�RI�DQ\�VXFK�SHQGLQJ�OLWLJDWLRQ��LQ
PDQDJHPHQW¶V�MXGJPHQW�EDVHG�RQ�LQIRUPDWLRQ�FXUUHQWO\�DYDLODEOH��ZRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�WKH�&RPSDQ\¶V�UHVXOWV�RI�RSHUDWLRQV�
FDVK�IORZV�RU�ILQDQFLDO�FRQGLWLRQ�

6HH�1RWH�����&RPPLWPHQWV�DQG�&RQWLQJHQFLHV��WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGHG�HOVHZKHUH�LQ�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�

,WHP����0LQH�6DIHW\�'LVFORVXUHV�

1RW�$SSOLFDEOH�

��
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3$57�,,

,WHP����0DUNHW�IRU�5HJLVWUDQW¶V�&RPPRQ�(TXLW\��5HODWHG�6WRFNKROGHU�0DWWHUV�DQG�,VVXHU�3XUFKDVHV�RI�(TXLW\�6HFXULWLHV�

0DUNHW�,QIRUPDWLRQ

2XU�&ODVV�$�FRPPRQ�VWRFN�EHJDQ�WUDGLQJ�RQ�WKH�1<6(�XQGHU�WKH�V\PERO�³'1$´RQ�6HSWHPEHU�����������3ULRU�WR�WKDW�GDWH��WKHUH�ZDV�QR�SXEOLF
WUDGLQJ�PDUNHW�IRU�RXU�&ODVV�$�FRPPRQ�VWRFN�

+ROGHUV�RI�5HFRUG

$V�RI�'HFHPEHU�����������WKHUH�ZHUH�DSSUR[LPDWHO\�����VWRFNKROGHUV�RI�UHFRUG�RI�RXU�&ODVV�$�FRPPRQ�VWRFN������VWRFNKROGHUV�RI�UHFRUG�RI�RXU
&ODVV�%�FRPPRQ�VWRFN�DQG���VWRFNKROGHU�RI�UHFRUG�RI�RXU�&ODVV�&�FRPPRQ�VWRFN��ZKLFK�GRHV�QRW�LQFOXGH�SHUVRQV�ZKRVH�VWRFN�LV�KHOG�LQ�QRPLQHH
RU�³VWUHHW�QDPH´�DFFRXQWV�WKURXJK�EURNHUV��EDQNV�DQG�LQWHUPHGLDULHV�

6HFXULWLHV�$XWKRUL]HG�IRU�,VVXDQFH�8QGHU�(TXLW\�&RPSHQVDWLRQ�3ODQV

1XPEHU�RI�VHFXULWLHV�WR�EH
LVVXHG�XSRQ�H[HUFLVH�RI
RXWVWDQGLQJ�RSWLRQV�DQG
YHVWLQJ�RI�RXWVWDQGLQJ

UHVWULFWHG�VWRFN�XQLWV����

:HLJKWHG�DYHUDJH�H[HUFLVH
SULFH�RI�RXWVWDQGLQJ

RSWLRQV����

1XPEHU�RI�VHFXULWLHV
UHPDLQLQJ�DYDLODEOH�IRU
IXWXUH�LVVXDQFH�XQGHU

HTXLW\�FRPSHQVDWLRQ�SODQV
�H[FOXGLQJ�VHFXULWLHV
UHIOHFWHG�LQ�WKH�ILUVW

FROXPQ�����
(TXLW\�FRPSHQVDWLRQ�SODQV�DSSURYHG�E\
VHFXULW\�KROGHUV���� ��������� ��� � ����� ��������� ���
(TXLW\�FRPSHQVDWLRQ�SODQV�QRW
DSSURYHG�E\�VHFXULW\�KROGHUV���� ������� � �������
7RWDO ��������� � ����� ���������

��� ,QFOXGHV�WKH�*LQNJR�%LRZRUNV�+ROGLQJV��,QF�������(TXLW\�,QFHQWLYH�3ODQ�

��� ,QFOXGHV���������VKDUHV�RI�FRPPRQ�VWRFN�LVVXDEOH�XSRQ�WKH�H[HUFLVH�RI�RXWVWDQGLQJ�VWRFN�RSWLRQV�DQG�����������VKDUHV�RI�FRPPRQ�VWRFN
LVVXDEOH�XSRQ�VHWWOHPHQW�RI�RXWVWDQGLQJ�UHVWULFWHG�VWRFN�XQLWV�

��� 7KH�3ODQ�SURYLGHV�WKDW�WKH�QXPEHU�RI�VKDUHV�RI�FRPPRQ�VWRFN�UHVHUYHG�DQG�DYDLODEOH�IRU�LVVXDQFH�XQGHU�WKH�3ODQ�VKDOO�EH�FXPXODWLYHO\
LQFUHDVHG�RQ�-DQXDU\���RI�HDFK�\HDU��7KH�QXPEHU�RI�VKDUHV�RI�FRPPRQ�VWRFN�LQFUHDVHG�HDFK�\HDU�ZLOO�EH�HTXDO�WR�WKH�OHVVHU�RI���L�����RI�WKH
QXPEHU�RI�VKDUHV�RI�FRPPRQ�VWRFN�LVVXHG�DQG�RXWVWDQGLQJ�RQ�WKH�LPPHGLDWHO\�SUHFHGLQJ�'HFHPEHU����RU��LL��VXFK�OHVVHU�DPRXQW�DV
GHWHUPLQHG�E\�RXU�ERDUG�RI�GLUHFWRUV�

��� ,QFOXGHV�WKH�*LQNJR�%LRZRUNV�+ROGLQJV��,QF�������,QGXFHPHQW�3ODQ�

3HUIRUPDQFH�*UDSK

7KH�IROORZLQJ�JUDSK�FRPSDUHV�WKH�FXPXODWLYH�WRWDO�VWRFNKROGHU�UHWXUQ�RQ�RXU�&ODVV�$�FRPPRQ�VWRFN�UHODWLYH�WR�WKH�FXPXODWLYH�WRWDO�UHWXUQV�RI�WKH
6	3�����,QGH[�DQG�WKH�6	3�%LRWHFKQRORJ\�6HOHFW�,QGXVWU\�,QGH[�EHWZHHQ�6HSWHPEHU�����������WKH�GDWH�RXU�FRPPRQ�VWRFN�EHJDQ�WUDGLQJ�RQ�WKH
1<6(�DIWHU�WKH�651*�%XVLQHVV�&RPELQDWLRQ��WKURXJK�'HFHPEHU�����������$OO�YDOXHV�DVVXPH�D������LQLWLDO�LQYHVWPHQW�DW�PDUNHW�FORVH�RQ�6HSWHPEHU
���������DQG�GDWD�IRU�WKH�6	3�����DQG�WKH�6	3�%LRWHFKQRORJ\�6HOHFW�LQGLFHV�DVVXPH�UHLQYHVWPHQW�RI�DOO�GLYLGHQGV�

��
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5HFHQW�6DOHV�RI�8QUHJLVWHUHG�6HFXULWLHV
2Q�2FWREHU�����������ZH�LVVXHG�D�WRWDO�RI���������VKDUHV�RI�RXU�&ODVV�$�FRPPRQ�VWRFN�WR�WKH�VHOOHUV�RI�&LUFXODULV��YDOXHG�DW�DSSUR[LPDWHO\�����
PLOOLRQ��DV�VHWWOHPHQW�IRU�HPSOR\HH�UHWHQWLRQ�SD\PHQWV��LQ�D�SULYDWH�SODFHPHQW�WUDQVDFWLRQ�H[HPSW�IURP�WKH�UHJLVWUDWLRQ�UHTXLUHPHQWV�RI�WKH
6HFXULWLHV�$FW�SXUVXDQW�WR�6HFWLRQ���D�����RI�WKH�6HFXULWLHV�$FW�

2Q�2FWREHU����������DQG�1RYHPEHU�����������ZH�LVVXHG�D�WRWDO�RI���������VKDUHV�RI�RXU�&ODVV�$�FRPPRQ�VWRFN�WR�FHUWDLQ�IRUPHU�HTXLW\�KROGHUV�RI
)*HQ�$*��YDOXHG�DW�DSSUR[LPDWHO\������PLOOLRQ��LQ�FRQQHFWLRQ�ZLWK�WKH�DFKLHYHPHQW�RI�FHUWDLQ�PLOHVWRQHV��LQ�D�SULYDWH�SODFHPHQW�WUDQVDFWLRQ�H[HPSW
IURP�WKH�UHJLVWUDWLRQ�UHTXLUHPHQWV�RI�WKH�6HFXULWLHV�$FW��SXUVXDQW�WR�6HFWLRQ���D�����RI�WKH�6HFXULWLHV�$FW�

,VVXHU�3XUFKDVHV�RI�(TXLW\�6HFXULWLHV

1RQH�

,WHP����>5HVHUYHG@

,WHP����0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV�RI�)LQDQFLDO�&RQGLWLRQ�DQG�5HVXOWV�RI�2SHUDWLRQV�
7KH�IROORZLQJ�GLVFXVVLRQ�DQG�DQDO\VLV�RI�RXU�ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�VKRXOG�EH�UHDG�LQ�FRQMXQFWLRQ�ZLWK�WKH�FRQVROLGDWHG
ILQDQFLDO�VWDWHPHQWV�DQG�UHODWHG�QRWHV�WKHUHWR�LQFOXGHG�HOVHZKHUH�LQ�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.��)XUWKHU��WKLV�VHFWLRQ�RI�WKLV�)RUP����.
JHQHUDOO\�GLVFXVVHV������DQG������LWHPV�DQG�\HDU�WR�\HDU�FRPSDULVRQV�EHWZHHQ������DQG�������)RU�GLVFXVVLRQ�UHODWHG�WR������LWHPV�DQG�\HDU�
WR�\HDU�FRPSDULVRQV�EHWZHHQ������DQG������WKDW�DUH�QRW�LQFOXGHG�LQ�WKLV�)RUP����.��SOHDVH�UHIHU�WR�3DUW�,,��,WHP����0DQDJHPHQW¶V�'LVFXVVLRQ
DQG�$QDO\VLV�RI�)LQDQFLDO�&RQGLWLRQ

��



7DEOH�RI�&RQWHQWV

DQG�5HVXOWV�RI�2SHUDWLRQV�LQ�RXU������)RUP����.��ILOHG�ZLWK�WKH�8QLWHG�6WDWHV�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�RQ�)HEUXDU\�����������7KLV
GLVFXVVLRQ�FRQWDLQV�IRUZDUG�ORRNLQJ�VWDWHPHQWV�WKDW�UHIOHFW�RXU�SODQV��HVWLPDWHV�DQG�EHOLHIV�WKDW�LQYROYH�ULVNV�DQG�XQFHUWDLQWLHV��$FWXDO�UHVXOWV
PD\�GLIIHU�PDWHULDOO\�IURP�WKRVH�DQWLFLSDWHG�LQ�WKHVH�IRUZDUG�ORRNLQJ�VWDWHPHQWV�DV�D�UHVXOW�RI�PDQ\�IDFWRUV��LQFOXGLQJ�WKRVH�GLVFXVVHG�LQ�,WHP��$�
³5LVN�)DFWRUV´�DQG�³&DXWLRQDU\�1RWH�5HJDUGLQJ�)RUZDUG�/RRNLQJ�6WDWHPHQWV´�HOVHZKHUH�LQ�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�

2YHUYLHZ

2XU�PLVVLRQ�LV�WR�PDNH�ELRORJ\�HDVLHU�WR�HQJLQHHU�

*LQNJR�VHOOV�VHUYLFHV�LQ�WZR�EXVLQHVV�VHJPHQWV��FHOO�HQJLQHHULQJ��ZKHUH�ZH�SURYLGH�ELRORJLFDO�UHVHDUFK�DQG�GHYHORSPHQW��³5	'´��VHUYLFHV�IRU�RXU
FXVWRPHUV�DFURVV�D�UDQJH�RI�LQGXVWULHV��DQG�ELRVHFXULW\��ZKHUH�ZH�SURYLGH�VHUYLFHV�WR�JRYHUQPHQW�DQG�FRPPHUFLDO�FXVWRPHUV�VR�WKH\�FDQ�ZRUN�WR
LGHQWLI\��PRQLWRU��SUHYHQW��PLWLJDWH��DQG�XOWLPDWHO\�SURWHFW�KXPDQLW\�IURP�ELRORJLFDO�WKUHDWV�

&HOO�(QJLQHHULQJ

*LQNJR�GRHV�QRW�PDNH�HQG�SURGXFWV��LQVWHDG��ZH�RIIHU�ELRORJLFDO�5	'�VHUYLFHV�RQ�RXU�SODWIRUP�WR�HQDEOH�RXU�FXVWRPHUV�WR�EULQJ�WKHLU�SURGXFWV�WR
PDUNHW��+LVWRULFDOO\��*LQNJR¶V�SULPDU\�VHUYLFH�RIIHULQJ�KDV�EHHQ�HQG�WR�HQG�FHOO�HQJLQHHULQJ�5	'�VHUYLFHV��VROXWLRQV���,Q�������*LQNJR�H[SDQGHG�LWV
VHUYLFH�RIIHULQJ�WR�DOVR�LQFOXGH�VHUYLFHV�WKDW�SURYLGH�RXU�FXVWRPHUV�FHOO�HQJLQHHULQJ�WRROV�IRU�ELRORJLFDO�5	'��ZKLFK�DUH�LQWHQGHG�WR�SURYLGH�PRUH
WDUJHWHG�DQG�EHVSRNH�UHVRXUFHV�WR�FXVWRPHUV�WKDW�FRQWLQXH�WR�FRQGXFW�LQ�KRXVH�5	'�

&RPSRXQGLQJ�DQG�PXWXDOO\�UHLQIRUFLQJ�LPSURYHPHQWV�RI�RXU�ODERUDWRU\�DXWRPDWLRQ�DQG�VRIWZDUH�LQIUDVWUXFWXUH�RXU�)RXQGU\�DQG�RXU�UHXVDEOH�GDWD
DVVHWV�RXU�&RGHEDVH�HQDEOH�XV�WR�LPSURYH�RXU�VHUYLFHV�ZLWK�HDFK�VXFFHVVLYH�SURMHFW�

� 2XU�)RXQGU\�LV�D�IOH[LEOH�FDSDELOLW\�IRU�ODUJH�VFDOH�GDWD�JHQHUDWLRQ��LW�SRZHUV�JHQHUDWLYH�DUWLILFLDO�LQWHOOLJHQFH��³$,´��DQG�PDFKLQH�OHDUQLQJ
�³0/´��WRROV�WKDW�HQDEOH�PRUH�VXFFHVVIXO�ELRORJLFDO�5	'��:H�QRZ�RIIHU�VHUYLFHV�SURYLGLQJ�VXFK�GDWD�JHQHUDWLRQ��$,�DQG�DXWRPDWLRQ�WRROV
GLUHFWO\�WR�*LQNJR�FXVWRPHUV�

� 2XU�&RGHEDVH�LV�D�GDWD�DVVHW�FRPSULVLQJ�EHVW�SUDFWLFHV�IRU�FHOO�HQJLQHHULQJ��DORQJ�ZLWK�VHTXHQFHV�DQG�KRVW�FHOOV�WKDW�KDYH�EHHQ�KRQHG
WKURXJK�GR]HQV�RI�SURJUDPV�DQG�FDQ�EH�GLUHFWO\�UHXVDEOH�IRU�RXU�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�

2XU�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�DUH�W\SLFDOO\�VFRSHG�DQG�GHOLYHUHG�DV�D�SURJUDP�UDQJLQJ�LQ�GXUDWLRQ�IURP�VHYHUDO�PRQWKV�WR�VHYHUDO�\HDUV�
$�W\SLFDO�GHOLYHUDEOH�IRU�WKH�SURJUDP�ZRXOG�FRPSULVH�DQ�HQJLQHHUHG�VWUDLQ�RU�FHOO�OLQH�DQG�DQ�DVVRFLDWHG�ELRSURFHVV��)RU�HDFK�RI�WKHVH�SURJUDPV��ZH
JHQHUDWH�HFRQRPLF�YDOXH�LQ�WZR�SULPDU\�ZD\V��)LUVW��ZH�FKDUJH�XVDJH�IHHV�IRU�VHUYLFHV��LQ�PXFK�WKH�VDPH�ZD\�WKDW�FORXG�FRPSXWLQJ�FRPSDQLHV
FKDUJH�XVDJH�IHHV�IRU�XWLOL]DWLRQ�RI�FRPSXWLQJ�FDSDFLW\�RU�FRQWUDFW�UHVHDUFK�RUJDQL]DWLRQV�FKDUJH�IRU�VHUYLFHV��$GGLWLRQDOO\��ZH�KDYH�KLVWRULFDOO\
QHJRWLDWHG�D�YDOXH�VKDUH�ZLWK�RXU�FXVWRPHUV��LQ�WKH�IRUP�RI�UR\DOWLHV��PLOHVWRQHV��DQG�RU�HTXLW\�LQWHUHVWV��LQ�RUGHU�WR�DOLJQ�RXU�HFRQRPLFV�ZLWK�WKH
VXFFHVV�RI�WKH�SURJUDPV�HQDEOHG�E\�RXU�SODWIRUP��&RPPHQFLQJ�LQ�WKH�VHFRQG�TXDUWHU�RI�������ZH�DQQRXQFHG�FKDQJHV�LQ�SURVSHFWLYH�FRPPHUFLDO
WHUPV��LQFOXGLQJ�WKH�UHPRYDO�RI�GRZQVWUHDP�YDOXH�VKDUH�IURP�FHUWDLQ�SURJUDP�W\SHV�

:H�FKDUJH�FXVWRPHUV�IHHV�IRU�WKH�VHUYLFHV�ZH�SURYLGH�LQ�RXU�FHOO�HQJLQHHULQJ�WRROV�RIIHULQJV��7\SLFDOO\��WKHVH�IHHV�DUH�VWUXFWXUHG�DV�D�IL[HG�IHH�IRU�D
IL[HG�VFRSH�RI�ZRUN��)HHV�IRU�RXU�'DWDSRLQWV�VHUYLFHV�DUH�W\SLFDOO\�HDUQHG�RYHU�D�VKRUWHU�SHULRG�RI�WLPH��ZHHNV�WR�PRQWKV��WKDQ�IRU�HQG�WR�HQG�FHOO
HQJLQHHULQJ�VROXWLRQV�ZKLFK�PD\�EH�PXOWL�\HDU�SURJUDPV��)HHV�IRU�RXU�DXWRPDWLRQ�VROXWLRQV�DUH�W\SLFDOO\�HDUQHG�RYHU�D�SHULRG�WKDW�FRYHUV�GHVLJQ�
EXLOG��DQG�GHSOR\PHQW�DQG�UDQJH�IURP�VL[�WR�WZHOYH�PRQWKV��,Q�DGGLWLRQ��ZH�RIIHU�VXSSRUW�VHUYLFHV�ZLWK�IL[HG�IHHV�FRYHULQJ�WKH�VXSSRUW�SHULRGV�

%LRVHFXULW\

:LWK�D�PLVVLRQ�WR�PDNH�ELRORJ\�HDVLHU�WR�HQJLQHHU��ZH�KDYH�DOZD\V�UHFRJQL]HG�WKH�QHHG�WR�LQYHVW�LQ�ELRVHFXULW\�DV�D�NH\�FRPSRQHQW�RI�RXU�SODWIRUP�
:H�DUH�EXLOGLQJ�WKH�IXWXUH�ELRHFRQRP\�ZLWK�RXU�FXVWRPHUV�DQG�SDUWQHUV��DQG�ZH�HQYLVLRQ�WKH�IXWXUH�RI�ELRVHFXULW\�DV�D�JOREDO�LPPXQH�V\VWHP
HTXLSSHG�ZLWK�WKH�FDSDELOLWLHV�WR�UDSLGO\�DQG�UHOLDEO\�LGHQWLI\��PRQLWRU��SUHYHQW��DQG�PLWLJDWH�ELRORJLFDO�WKUHDWV��7KH�ILUVW��FULWLFDO�VWHS�LQ�UHDOL]LQJ�WKLV
IXWXUH�LV�WR�EXLOG�D�UREXVW�HDUO\�ZDUQLQJ�V\VWHP�IRU�ELRORJLFDO�WKUHDWV�WKLV�LV�WKH�SULPDU\�IRFXV�RI�*LQNJR¶V�%LRVHFXULW\�EXVLQHVV�

��
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2XU�SULPDU\�ELRVHFXULW\�FXVWRPHUV�DUH�JRYHUQPHQWV��:H�FXUUHQWO\�SURYLGH�ELRVHFXULW\�VHUYLFHV�YLD�WZR�FRUH�RIIHULQJV�DV�LQWURGXFHG�LQ�HDUO\������

� &DQRS\��ZKLFK�KHOSV�RXU�FXVWRPHUV�JHQHUDWH�KLJK�YDOXH�JHQRPLF�GDWD�IURP�VWUDWHJLFDOO\�SRVLWLRQHG�QRGHV��OLNH�DLUSRUWV�DQG�ERUGHU
FKHFNSRLQWV��YLD�HQG�WR�HQG�ELRPRQLWRULQJ�SURJUDPV��DQG

� +RUL]RQ��RXU�GLJLWDO�VXUYHLOODQFH��DQDO\WLFV�DQG�LQVLJKWV�SODWIRUP�WKDW�GHWHFWV�DQG�PRQLWRUV�ELRWKUHDWV�ZRUOGZLGH�

2XU�UHFHQW�VWUDWHJLF�EXVLQHVV�DQG�DVVHW�DFTXLVLWLRQV�DUH�GHVFULEHG�LQ�GHWDLO�LQ�1RWH���RI�RXU�DXGLWHG�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGHG
HOVHZKHUH�LQ�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�

*HQHUDWLQJ�(FRQRPLF�9DOXH�7KURXJK�&HOO�3URJUDPV

2XU�FHOO�HQJLQHHULQJ�SODWIRUP�LV�D�NH\�HQDEOLQJ�WHFKQRORJ\�DQG�VRXUFH�RI�LQWHOOHFWXDO�SURSHUW\�IRU�RXU�FXVWRPHUV¶�SURGXFWV��:H�HDUQ�&HOO
(QJLQHHULQJ�UHYHQXH�IRU�RXU�5	'�VHUYLFHV�DV�ZHOO�DV�JHQHUDOO\�WKURXJK�D�VKDUH�RI�WKH�YDOXH�RI�SURGXFWV�FUHDWHG�XVLQJ�RXU�SODWIRUP�

:H�W\SLFDOO\�VWUXFWXUH�&HOO�(QJLQHHULQJ�UHYHQXH�WR�LQFOXGH�VRPH�FRPELQDWLRQ�RI�WKH�IROORZLQJ�

� VHUYLFH�IHHV��ZKLFK�PD\�FRPSULVH�FDVK�DQG�RU�QRQ�FDVK�FRQVLGHUDWLRQ��LQ�WKH�IRUP�RI�

ƕ XSIURQW�SD\PHQWV�XSRQ�FRQVXPPDWLRQ�RI�DQ�DJUHHPHQW�RU�RWKHU�IL[HG�SD\PHQWV�WKDW�DUH�JHQHUDOO\�UHFRJQL]HG�RYHU�RXU�SHULRG�RI
SHUIRUPDQFH�

ƕ UHLPEXUVHPHQW�IRU�FRVWV�LQFXUUHG�IRU�5	'�VHUYLFHV�

ƕ PLOHVWRQH�SD\PHQWV�XSRQ�WKH�DFKLHYHPHQW�RI�VSHFLILHG�WHFKQLFDO�FULWHULD�

SOXV��ZKHQ�DSSOLFDEOH�

� GRZQVWUHDP�YDOXH�VKDUH�SD\PHQWV�LQ�WKH�IRUP�RI�

ƕ PLOHVWRQH�SD\PHQWV��ZKLFK�PD\�FRPSULVH�FDVK�DQG�RU�QRQ�FDVK�FRQVLGHUDWLRQ��XSRQ�WKH�DFKLHYHPHQW�RI�VSHFLILHG�FRPPHUFLDO
FULWHULD�

ƕ UR\DOWLHV�RQ�VDOHV�RI�SURGXFWV�IURP�RU�FRPSULVLQJ�HQJLQHHUHG�RUJDQLVPV�

ƕ UR\DOWLHV�UHODWHG�WR�FRVW�RI�JRRGV�VROG�UHGXFWLRQV�UHDOL]HG�E\�RXU�FXVWRPHUV�

RU�

� GRZQVWUHDP�YDOXH�VKDUH�LQ�WKH�IRUP�RI�HTXLW\�LQWHUHVWV�LQ�RXU�FXVWRPHU�

ƕ GRZQVWUHDP�YDOXH�VKDUH�LQ�WKH�IRUP�RI�HTXLW\�LQWHUHVW�DSSUHFLDWLRQ�LV�QRW�UHFRJQL]HG�DV�UHYHQXH�EXW�LV�H[SHFWHG�WR�FRQWULEXWH�WR
IXWXUH�FDVK�IORZV�XSRQ�OLTXLGDWLRQ��WKH�DPRXQW�DQG�WLPLQJ�RI�ZKLFK�LV�LQKHUHQWO\�XQSUHGLFWDEOH�

&XVWRPHU�DUUDQJHPHQWV�ZKLFK�LQYROYH�QRQ�FDVK�FRQVLGHUDWLRQ�JHQHUDOO\�IDOO�LQWR�WZR�FDWHJRULHV��3ODWIRUP�9HQWXUHV�DQG�6WUXFWXUHG�3DUWQHUVKLSV�

3ODWIRUP�9HQWXUHV

3ODWIRUP�9HQWXUHV�HQDEOH�*LQNJR�WR�SDUWQHU�ZLWK�OHDGLQJ�PXOWLQDWLRQDOV�DQG�ILQDQFLDO�LQYHVWRUV�WR�IRUP�QHZ�YHQWXUHV�LQ�LGHQWLILHG�PDUNHW�VHJPHQWV
ZLWK�SRWHQWLDO�WR�EHQHILW�IURP�V\QWKHWLF�ELRORJ\��,Q�H[FKDQJH�IRU�DQ�HTXLW\�SRVLWLRQ�LQ�WKH�YHQWXUH��ZH�FRQWULEXWH�OLFHQVH�ULJKWV�WR�RXU�SURSULHWDU\
FHOO�SURJUDPPLQJ�WHFKQRORJ\�DQG�LQWHOOHFWXDO�SURSHUW\��ZKLOH�RXU�SDUWQHUV�FRQWULEXWH�UHOHYDQW�LQGXVWU\�H[SHUWLVH��RWKHU�UHVRXUFHV�DQG�YHQWXUH
IXQGLQJ��:H�DOVR�SURYLGH�5	'�VHUYLFHV�IRU�ZKLFK�ZH�UHFHLYH�FDVK�FRQVLGHUDWLRQ�RQ�D�IL[HG�IHH�RU�FRVW�SOXV�EDVLV�

6WUXFWXUHG�3DUWQHUVKLSV

6WUXFWXUHG�3DUWQHUVKLSV�DOORZ�*LQNJR�WR���L��SDUWQHU�ZLWK�HDUO\�VWDJH�V\QWKHWLF�ELRORJ\�SURGXFW�FRPSDQLHV�WR�DGRSW�RXU�)RXQGU\�DV�WKHLU�FHOO
SURJUDPPLQJ�5	'�SODWIRUP��LQ�ZKLFK�ZH�RIIHU�IOH[LEOH�FRPPHUFLDO�WHUPV�RQ�WKH�VHUYLFH�IHHV�LQFOXGLQJ�WKH�DELOLW\�WR�SD\�D�SRUWLRQ�RU�DOO�RI�VXFK
XSIURQW�IHHV�LQ�WKH�IRUP�RI�QRQ�FDVK�FRQVLGHUDWLRQ��FRQYHUWLEOH�ILQDQFLDO�LQVWUXPHQWV�DQG�RU�HTXLW\�VHFXULWLHV���LQ�DGGLWLRQ�WR�GRZQVWUHDP�YDOXH
VKDUH�FRQVLGHUDWLRQ��³6WDUWXS�6WUXFWXUHG�3DUWQHUVKLS´���DQG��LL��SDUWQHU�ZLWK�H[LVWLQJ�HQWLWLHV�ZLWK�FRPSOHPHQWDU\�DVVHWV�IRU�KLJK�SRWHQWLDO�V\QWKHWLF
ELRORJ\�DSSOLFDWLRQV�LQ�D�ODUJH�VFDOH��PXOWL�SURJUDP�FROODERUDWLRQ��³/HJDF\�6WUXFWXUHG�3DUWQHUVKLS´���,Q�������ZH�GLG�QRW�HQWHU�LQWR

��
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DQ\�QHZ�6WDUWXS�6WUXFWXUHG�3DUWQHUVKLSV��,Q�������ZH�HQWHUHG�LQWR�VL[�6WDUWXS�6WUXFWXUHG�3DUWQHUVKLSV�DQG�UHFHLYHG�SUHSD\PHQWV�RI�VHUYLFH�IHHV�LQ
WKH�IRUP�RI�HTXLW\�VHFXULWLHV�RU�FRQYHUWLEOH�ILQDQFLDO�LQVWUXPHQWV�LQ�WKH�DPRXQW�RI�������PLOOLRQ�WKDW�LV�UHFRJQL]HG�DV�UHYHQXH�RYHU�RXU�SHULRG�RI
SHUIRUPDQFH�

6HH�1RWHV���DQG����RI�RXU�DXGLWHG�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGHG�HOVHZKHUH�LQ�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�IXUWKHU�GHWDLOV�RI
RXU�LQYHVWPHQWV�LQ�DQG�WKH�PDWHULDO�WHUPV�RI�RXU�DJUHHPHQWV�ZLWK�RXU�3ODWIRUP�9HQWXUHV�DQG�6WUXFWXUHG�3DUWQHUVKLSV�

.H\�%XVLQHVV�0HWULFV

,Q�WKH�SDVW��ZH�UHSRUWHG�1HZ�3URJUDPV��&XUUHQW�$FWLYH�3URJUDPV�DQG�&XPXODWLYH�3URJUDPV�DV�RXU�NH\�EXVLQHVV�PHWULFV��:H�KDYH�XQGHUWDNHQ�D
VWUDWHJLF�UHYLHZ�RI�WKHVH�PHWULFV��LQFOXGLQJ�LQ�OLJKW�RI�RXU�QHZ�VHUYLFH�RIIHULQJV�DQG�RXU�UHVWUXFWXULQJ�SODQ�DQQRXQFHG�DQG�FRPPHQFHG�LQ�WKH
VHFRQG�TXDUWHU�RI�������DQG��EHJLQQLQJ�ZLWK�WKH�WKUHH�PRQWKV�HQGLQJ�'HFHPEHU�����������ZH�QR�ORQJHU�UHO\�RQ�1HZ�3URJUDPV��&XUUHQW�$FWLYH
3URJUDPV�DQG�&XPXODWLYH�3URJUDPV�DV�NH\�EXVLQHVV�PHWULFV��:H�PD\�LQ�WKH�IXWXUH�UHSRUW�RQ�NH\�EXVLQHVV�PHWULFV��ZKLFK�PHWULFV�PD\�FKDQJH�RU�EH
VXEVWLWXWHG�IRU�DGGLWLRQDO�RU�GLIIHUHQW�PHWULFV�DV�RXU�EXVLQHVV�GHYHORSV�

&RPSRQHQWV�RI�5HVXOWV�RI�2SHUDWLRQV

5HYHQXH

&HOO�(QJLQHHULQJ�5HYHQXH

:H�JHQHUDWH�&HOO�(QJLQHHULQJ�UHYHQXH�SULPDULO\�WKURXJK�OLFHQVH�DQG�FROODERUDWLRQ�DJUHHPHQWV��XQGHU�ZKLFK�FXVWRPHUV�REWDLQ�ULJKWV�WR�RXU
SURSULHWDU\�WHFKQRORJ\�DQG�LQWHOOHFWXDO�SURSHUW\�IRU�XVH�LQ�WKH�GHYHORSPHQW�DQG�FRPPHUFLDOL]DWLRQ�RI�HQJLQHHUHG�RUJDQLVPV�DQG�GHULYHG�SURGXFWV�
8QGHU�WKHVH�DJUHHPHQWV��ZH�W\SLFDOO\�SURYLGH�5	'�VHUYLFHV�IRU�FHOO�SURJUDPPLQJ�ZLWK�WKH�JRDO�RI�SURGXFLQJ�DQ�HQJLQHHUHG�FHOO�WKDW�PHHWV�D
PXWXDOO\�DJUHHG�VSHFLILFDWLRQ��2XU�FXVWRPHUV�REWDLQ�OLFHQVH�ULJKWV�WR�WKH�RXWSXW�RI�RXU�VHUYLFHV��ZKLFK�DUH�SULPDULO\�WKH�RSWLPL]HG�VWUDLQV�RU�FHOO
OLQHV��LQ�RUGHU�WR�PDQXIDFWXUH�DQG�FRPPHUFLDOL]H�SURGXFWV�GHULYHG�IURP�WKDW�OLFHQVHG�VWUDLQ�RU�FHOO�OLQH��*HQHUDOO\��WKH�WHUPV�RI�WKHVH�DJUHHPHQWV
SURYLGH�WKDW�ZH�UHFHLYH�VRPH�FRPELQDWLRQ�RI������VHUYLFH�IHHV�LQ�WKH�IRUP�RI��L��XSIURQW�SD\PHQWV�XSRQ�FRQVXPPDWLRQ�RI�WKH�DJUHHPHQW�RU�RWKHU
IL[HG�SD\PHQWV���LL��UHLPEXUVHPHQW�IRU�FRVWV�LQFXUUHG�IRU�5	'�VHUYLFHV�DQG��LLL��PLOHVWRQH�SD\PHQWV�XSRQ�WKH�DFKLHYHPHQW�RI�VSHFLILHG�WHFKQLFDO
FULWHULD��SOXV�����GRZQVWUHDP�YDOXH�VKDUH�SD\PHQWV�LQ�WKH�IRUP�RI��L��PLOHVWRQH�SD\PHQWV�XSRQ�WKH�DFKLHYHPHQW�RI�VSHFLILHG�FRPPHUFLDO�FULWHULD���LL�
UR\DOWLHV�RQ�VDOHV�RI�SURGXFWV�IURP�RU�FRPSULVLQJ�HQJLQHHUHG�RUJDQLVPV�DULVLQJ�IURP�WKH�FROODERUDWLRQ�RU�OLFHQVLQJ�DJUHHPHQW�DQG�RU��LLL��UR\DOWLHV
UHODWHG�WR�FRVW�RI�JRRGV�VROG�UHGXFWLRQV�UHDOL]HG�E\�RXU�FXVWRPHUV��5R\DOWLHV�GLG�QRW�FRPSULVH�D�PDWHULDO�DPRXQW�RI�RXU�UHYHQXH�GXULQJ�DQ\�RI�WKH
SHULRGV�SUHVHQWHG�

%HJLQQLQJ�LQ�WKH�VHFRQG�TXDUWHU�RI�������ZH�DQQRXQFHG�FKDQJHV�WR�WKH�FRPPHUFLDO�WHUPV�DSSOLFDEOH�WR�VRPH�QHZ�FXVWRPHU�FRQWUDFWV��LQFOXGLQJ
UHYLVHG�LQWHOOHFWXDO�SURSHUW\�WHUPV�PRUH�IDYRUDEOH�WR�FXVWRPHUV�DQG��LQ�PDQ\�FDVHV��WKH�UHPRYDO�RI�GRZQVWUHDP�YDOXH�VKDUH�IURP�FHUWDLQ�SURJUDP
W\SHV�

,Q�WKH�WKLUG�TXDUWHU�RI�������ZH�ODXQFKHG�VHYHUDO�QHZ�FHOO�HQJLQHHULQJ�WRROV�RIIHULQJV��LQFOXGLQJ�'DWDSRLQWV��DQ�$,�PRGHO�$3,��DQG�ODE�DXWRPDWLRQ
VROXWLRQV��'DWDSRLQWV
�GDWD�JHQHUDWLRQ�SURGXFWV�SURYLGH�ODUJH��ELRORJLFDO�GDWDVHWV�IRU�FXVWRPHUV�WR�WUDLQ�WKHLU�$,�PRGHOV��V\QWKHVL]LQJ�DQG�WHVWLQJ
WKH�RXWSXW�RI�FXVWRPHU�H[LVWLQJ�PRGHOV��DQG�JHQHUDWLQJ�GDWDVHWV�IRU�OHDG�VHOHFWLRQ��KLW�VHOHFWLRQ��RU�D�YDULHW\�RI�RWKHU�GDWD�VFLHQFH�DSSOLFDWLRQV��2XU
PRGHO�$3,�SURYLGHV�XVHUV�ZLWK�DFFHVV�WR�ERWK�SXEOLFO\�DYDLODEOH�PRGHOV�DQG�*LQNJR¶V�RZQ�SURWHLQ�VHTXHQFH�//0�WUDLQHG�RQ�*LQNJR¶V�SURSULHWDU\
GDWDVHWV��2XU�ODE�DXWRPDWLRQ�VROXWLRQV�FRPELQH�PRGXODU�KDUGZDUH��FRQWURO�VRIWZDUH�DQG�PDQDJHG�VXSSRUW�WR�SURYLGH�FXVWRPHUV�WKH�DELOLW\�WR
DXWRPDWH�WKHLU�RZQ�ODE�ZRUNIORZV�LQ�KRXVH�

7KHUH�KDV�EHHQ�QR�PDWHULDO�LPSDFW�RQ�RXU�UHYHQXH�UHFRJQLWLRQ�SROLFLHV�WR�GDWH�IURP�WKH�DQQRXQFHG�FKDQJHV�LQ�RXU�QHZ�FRPPHUFLDO�WHUPV�DQG�&HOO
(QJLQHHULQJ�RIIHULQJV�

&HOO�(QJLQHHULQJ�UHYHQXH�LQFOXGHV�WUDQVDFWLRQV�ZLWK�3ODWIRUP�9HQWXUHV�DQG�/HJDF\�6WUXFWXUHG�3DUWQHUVKLSV�ZKHUH��DV�SDUW�RI�WKHVH�WUDQVDFWLRQV��ZH
UHFHLYHG�DQ�HTXLW\�LQWHUHVW�LQ�VXFK�HQWLWLHV��6SHFLILFDOO\�UHODWHG�WR�WKH�3ODWIRUP�9HQWXUHV��LQ�WKHVH�WUDQVDFWLRQV��ZH�UHFHLYHG�XSIURQW�QRQ�FDVK
FRQVLGHUDWLRQ�LQ�WKH�IRUP�RI�FRPPRQ�HTXLW\�LQWHUHVWV�LQ�WKHVH�HQWLWLHV��ZKLOH�WKH�3ODWIRUP�9HQWXUHV�HDFK�UHFHLYHG�FDVK�HTXLW\�LQYHVWPHQWV�IURP
VWUDWHJLF�SDUWQHUV�DQG�ILQDQFLDO�LQYHVWRUV��:H�YLHZ�WKH�XSIURQW�QRQ�FDVK�FRQVLGHUDWLRQ�DV�SUHSD\PHQWV�IRU�OLFHQVHV�ZKLFK�ZLOO�EH�JUDQWHG�LQ�WKH
IXWXUH�DV�ZH�FRPSOHWH�PXWXDOO\�DJUHHG�XSRQ�WHFKQLFDO�GHYHORSPHQW�SODQV��,Q�WKHVH�LQVWDQFHV��ZH�DOVR�UHFHLYH�FDVK�FRQVLGHUDWLRQ�IRU�WKH�5	'
VHUYLFHV

��



7DEOH�RI�&RQWHQWV

SHUIRUPHG�E\�XV�RQ�D�IL[HG�IHH�RU�FRVW�SOXV�EDVLV��:H�DUH�QRW�FRPSHQVDWHG�WKURXJK�DGGLWLRQDO�PLOHVWRQH�RU�UR\DOW\�SD\PHQWV�XQGHU�WKHVH
DUUDQJHPHQWV��2XU�WUDQVDFWLRQV�ZLWK�*HQRPDWLFD�DQG�6\QORJLF�LQFOXGHG�WKH�SXUFKDVH�RI�HTXLW\�VHFXULWLHV�DQG�WKH�SURYLVLRQ�RI�5	'�VHUYLFHV��$V
ZH�SHUIRUP�5	'�VHUYLFHV�XQGHU�WKH�PXWXDOO\�DJUHHG�XSRQ�GHYHORSPHQW�SODQV��ZH�UHFRJQL]H�D�UHGXFWLRQ�LQ�WKH�SUHIXQGHG�REOLJDWLRQ�RQ�D�FRVW�SOXV
EDVLV��7KHVH�DUUDQJHPHQWV�DUH�IXUWKHU�GHVFULEHG�LQ�1RWHV����������DQG����RI�RXU�DXGLWHG�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGHG�HOVHZKHUH�LQ�WKLV
$QQXDO�5HSRUW�RQ�)RUP����.�&HOO�(QJLQHHULQJ�UHYHQXH�DOVR�LQFOXGHV�WUDQVDFWLRQV�ZLWK�6WDUWXS�6WUXFWXUHG�3DUWQHUVKLSV�ZKHUH��DV�SDUW�RI�WKHVH
WUDQVDFWLRQV��ZH�UHFHLYHG�XSIURQW�QRQ�FDVK�FRQVLGHUDWLRQ�LQ�WKH�IRUP�RI�FXUUHQW�HTXLW\�LQWHUHVWV�RU�ILQDQFLDO�LQVWUXPHQWV�WKDW�DUH�FRQYHUWLEOH�LQWR
HTXLW\�XSRQ�D�WULJJHULQJ�HYHQW��:H�LVVXHG�WKH�FXVWRPHU�D�SUHSDLG�&HOO�(QJLQHHULQJ�VHUYLFHV�FUHGLW�LQ�H[FKDQJH�IRU�WKH�XSIURQW�QRQ�FDVK
FRQVLGHUDWLRQ��ZKLFK�FDQ�DQG�KDV�EHHQ�GUDZQ�GRZQ�DV�SD\PHQW�IRU�5	'�VHUYLFHV�SHUIRUPHG�XQGHU�PXWXDOO\�DJUHHG�XSRQ�GHYHORSPHQW�SODQV�

'RZQVWUHDP�YDOXH�VKDUH�LQ�WKH�IRUP�RI�HTXLW\�LQWHUHVW�DSSUHFLDWLRQ�LV�QRW�UHFRJQL]HG�DV�UHYHQXH�EXW�LV�H[SHFWHG�WR�FRQWULEXWH�WR�IXWXUH�FDVK�IORZV
XSRQ�OLTXLGDWLRQ��WKH�DPRXQW�DQG�WLPLQJ�RI�ZKLFK�LV�LQKHUHQWO\�XQSUHGLFWDEOH��7KH�LQLWLDO�IDLU�PDUNHW�YDOXH�RI�WKH�HTXLW\�LQWHUHVWV�UHFHLYHG�PD\�DOVR
GHFUHDVH�DIWHU�FRQWUDFW�LQFHSWLRQ�DQG�WKH�DPRXQW�RI�FDVK�SURFHHGV�HYHQWXDOO\�UHDOL]HG�PD\�EH�OHVV�WKDQ�WKH�UHYHQXH�UHFRJQL]HG��(TXLW\�LQYHVWPHQWV
DUH�DFFRXQWHG�IRU�XQGHU�WKH�HTXLW\�PHWKRG��FRVW�PHWKRG�RU�DUH�FDUULHG�DW�IDLU�YDOXH�

%LRVHFXULW\�5HYHQXH

:H�RIIHU�ELRVHFXULW\�VHUYLFHV�WKURXJK�RXU�WZR�FRUH�RIIHULQJV��&DQRS\�DQG�+RUL]RQ��:H�DUH�FXUUHQWO\�RIIHULQJ�ELRPRQLWRULQJ�DQG�ELRLQIRUPDWLFV
VXSSRUW�VHUYLFHV�GRPHVWLFDOO\�WKURXJK�RXU�SDUWQHUVKLSV�ZLWK�WKH�&'&�DQG�;SUHV&KHFN��DQG�LQWHUQDWLRQDOO\�WKURXJK�RXU�LQWHUQDWLRQDO�SURJUDPV�
LQFOXGLQJ�WKRVH�LQ�4DWDU�DQG�8NUDLQH��:H�DUH�DOVR�HQJDJHG�LQ�D�VHULHV�RI�VPDOOHU�SDUWQHUVKLSV�WKDW�JHQHUDWH�UHYHQXHV�WKURXJK�ELRVHFXULW\�VHUYLFHV
DQG�5	'�

:H�JHQHUDWH�VHUYLFH�UHYHQXH�WKURXJK�WKH�VDOH�RI�RXU�HQG�WR�HQG�ELRPRQLWRULQJ�DQG�ELRLQIRUPDWLFV�VXSSRUW�VHUYLFHV��7KHVH�VHUYLFH�RIIHULQJV
JHQHUDOO\�FRQVLVW�RI�JRRGV�DQG�VHUYLFHV�LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��VDPSOH�FROOHFWLRQ��VDPSOH�VWRUDJH�DQG�WUDQVSRUWDWLRQ��RXWVRXUFHG�ODERUDWRU\
DQDO\VLV��DFFHVV�WR�UHVXOWV�UHSRUWHG�WKURXJK�D�ZHE�EDVHG�SRUWDO��DQDO\WLFDO�UHSRUWLQJ�RI�UHVXOWV��DQG�RYHUDOO�SURJUDP�PDQDJHPHQW��3ULRU�WR�������ZH
JHQHUDWHG�SURGXFW�UHYHQXH�E\�VHOOLQJ�ODWHUDO�IORZ�DVVD\��³/)$´��GLDJQRVWLF�WHVW�NLWV��SRO\PHUDVH�FKDLQ�UHDFWLRQ��³3&5´��VDPSOH�FROOHFWLRQ�NLWV��DQG
SRROHG�WHVW�NLWV�DVVRFLDWHG�ZLWK�&29,'����WHVWV�WR�FXVWRPHUV�RQ�D�VWDQGDORQH�EDVLV�

,Q�JHQHUDO��WKHVH�DJUHHPHQWV�VWLSXODWH�WKDW�ZH�DUH�HQWLWOHG�WR�FRPSHQVDWLRQ�IRU�VHUYLFH�UHYHQXH�DV�VHUYLFHV�DUH�SHUIRUPHG��DQG�IRU�SURGXFW�UHYHQXH�
SULRU�WR�������XSRQ�GHOLYHU\�RI�GLDJQRVWLF�WHVW�NLWV��7KH�WLPLQJ�RI�UHYHQXH�UHFRJQLWLRQ�GHSHQGV�RQ�WKH�LGHQWLILHG�SHUIRUPDQFH�REOLJDWLRQV�EXW�LV
JHQHUDOO\�UHFRJQL]HG�RYHU�WLPH�RU�DV�UHVXOWV�DUH�UHSRUWHG�WR�WKH�FXVWRPHU�

&RVWV�DQG�2SHUDWLQJ�([SHQVHV

&RVW�RI�%LRVHFXULW\�6HUYLFH�5HYHQXH

7KH�FRVW�RI�%LRVHFXULW\�VHUYLFH�UHYHQXH�FRQVLVWV�RI�FRVWV�UHODWHG�WR�RXU�ELRPRQLWRULQJ�DQG�ELRLQIRUPDWLFV�VXSSRUW�VHUYLFHV��7KLV�LQFOXGHV�FRVWV
LQFXUUHG�IRU�VDPSOH�FROOHFWLRQ�HTXLSPHQW�DQG�PDWHULDOV��RXWVRXUFHG�ODERUDWRU\�DQDO\VLV��DFFHVV�WR�UHVXOWV�UHSRUWHG�WKURXJK�RXU�SURSULHWDU\�ZHE�
EDVHG�SRUWDO��DQG�UHSRUWLQJ�RI�UHVXOWV�WR�JRYHUQPHQW�DQG�QRQ�JRYHUQPHQW�FXVWRPHUV��$GGLWLRQDOO\��WKH�FRVW�RI�%LRVHFXULW\�VHUYLFH�UHYHQXH
LQFOXGHV�GLUHFW�ODERU�FRVW�DVVRFLDWHG�ZLWK�ELRLQIRUPDWLFV��ODE�QHWZRUN�PDQDJHPHQW��GHOLYHU\�ORJLVWLFV��DQG�FXVWRPHU�VXSSRUW�

&RVW�RI�%LRVHFXULW\�3URGXFW�5HYHQXH

3ULRU�WR�������WKH�FRVW�RI�%LRVHFXULW\�SURGXFW�UHYHQXH�FRQVLVWHG�RI�FRVWV�DVVRFLDWHG�ZLWK�WKH�VDOH�RI�GLDJQRVWLF�DQG�VDPSOH�FROOHFWLRQ�WHVW�NLWV�
ZKLFK�LQFOXGHG�FRVWV�LQFXUUHG�WR�SXUFKDVH�WHVW�NLWV�IURP�WKLUG�SDUWLHV�

&RVW�RI�2WKHU�5HYHQXH

&RVW�RI�RWKHU�UHYHQXH�FRQVLVWV�RI�FRVWV�UHODWHG�WR�RXU�&HOO�(QJLQHHULQJ�WRROV�RIIHULQJV��LQFOXGLQJ�'DWDSRLQWV�DQG�ODE�DXWRPDWLRQ�VROXWLRQV��6XFK
FRVWV�SULPDULO\�LQFOXGH�KDUGZDUH��VRIWZDUH��PDWHULDOV�DQG�ODERU�

5HVHDUFK�DQG�'HYHORSPHQW�([SHQVHV

7KH�QDWXUH�RI�RXU�EXVLQHVV��DQG�SULPDU\�IRFXV�RI�RXU�DFWLYLWLHV��JHQHUDWHV�D�VLJQLILFDQW�DPRXQW�RI�5	'�H[SHQVHV��5	'�H[SHQVHV�UHSUHVHQW�FRVWV
LQFXUUHG�E\�XV�IRU�WKH�IROORZLQJ�

� GHYHORSPHQW��RSHUDWLRQ��H[SDQVLRQ�DQG�HQKDQFHPHQW�RI�RXU�)RXQGU\�DQG�&RGHEDVH�

��



7DEOH�RI�&RQWHQWV

� FRVWV�LQFXUUHG�WR�GHOLYHU�RXU�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�RIIHULQJ�WR�FXVWRPHUV��DQG

� GHYHORSPHQW�RI�QHZ�RIIHULQJV��VXFK�DV�%LRVHFXULW\�

7KH�DFWLYLWLHV�DERYH�LQFXU�WKH�IROORZLQJ�H[SHQVHV�

� SHUVRQQHO�FRPSHQVDWLRQ�DQG�EHQHILWV�

� UHQW��IDFLOLWLHV��GHSUHFLDWLRQ��VRIWZDUH��SURIHVVLRQDO�IHHV�DQG�RWKHU�GLUHFW�DQG�DOORFDWHG�RYHUKHDG�H[SHQVHV��DQG

� ODERUDWRU\�VXSSOLHV��FRQVXPDEOHV�DQG�UHODWHG�VHUYLFHV�SURYLGHG�XQGHU�DJUHHPHQWV�ZLWK�WKLUG�SDUWLHV�DQG�LQ�OLFHQVLQJ�DUUDQJHPHQWV�

:H�H[SHQVH�5	'�H[SHQVHV�DV�LQFXUUHG��:H�H[SHULHQFHG�ORZHU�5	'�FRVWV�LQ������FRPSDUHG�WR������SULPDULO\�GXH�WR�RXU�UHVWUXFWXULQJ�SODQ
DQQRXQFHG�DQG�FRPPHQFHG�LQ�WKH�VHFRQG�TXDUWHU�RI������DV�ZH�UDWLRQDOL]H�RXU�FXUUHQW�GHYHORSPHQW�SURJUDPV�DQG�SULRULWL]H�RXU�LQYHVWPHQWV�LQ�RXU
)RXQGU\��&RGHEDVH��$,�DQG�QHZ�RIIHULQJV��:H�H[SHFW�WKDW�RXU�5	'�H[SHQVHV�ZLOO�HLWKHU�UHPDLQ�FRQVLVWHQW�RU�GHFOLQH�LQ������DV�FRPSDUHG�WR������
UHIOHFWLQJ�WKH�VWDELOL]DWLRQ�RI�RXU�RSHUDWLRQDO�RYHUKHDG�DQG�WKH�LPSDFW�RI�RXU�UHVWUXFWXULQJ�DFWLRQV��+RZHYHU��RXU�5	'�H[SHQVHV�FRXOG�LQFUHDVH�LQ
�����GXH�WR�HPSOR\HH�LQFHQWLYH�SURJUDPV�RIIHUHG�RU�DGGLWLRQDO�FRVWV�DQG�H[SHQVHV�DULVLQJ�IURP�WKHVH�UHVWUXFWXULQJ�DFWLRQV��7KH�QDWXUH��WLPLQJ��DQG
HVWLPDWHG�FRVWV�UHTXLUHG�WR�VXSSRUW�RXU�JURZWK�ZLOO�EH�GHSHQGHQW�RQ�DGYDQFHV�LQ�WHFKQRORJ\��RXU�DELOLW\�WR�DWWUDFW�QHZ�FXVWRPHUV��DQG�WKH�UDWH�RI
PDUNHW�SHQHWUDWLRQ�ZLWKLQ�RXU�H[LVWLQJ�FXVWRPHU�LQGXVWULHV�

*HQHUDO�DQG�$GPLQLVWUDWLYH�([SHQVHV

*HQHUDO�DQG�DGPLQLVWUDWLYH��³*	$´��H[SHQVHV�FRQVLVW�SULPDULO\�RI�FRVWV�IRU�SHUVRQQHO�LQ�H[HFXWLYH��EXVLQHVV�GHYHORSPHQW��ILQDQFH��KXPDQ
UHVRXUFHV��OHJDO�DQG�RWKHU�FRUSRUDWH�DGPLQLVWUDWLYH�IXQFWLRQV��*	$�H[SHQVHV�DOVR�LQFOXGH�SURIHVVLRQDO�OHJDO�VHUYLFHV�IHHV�DQG�FRVWV�LQFXUUHG
UHODWLQJ�WR�OLWLJDWLRQ��FRUSRUDWH��LQWHOOHFWXDO�SURSHUW\�DQG�SDWHQW�PDWWHUV��SURIHVVLRQDO�IHHV�LQFXUUHG�IRU�DFFRXQWLQJ��DXGLWLQJ��WD[�DQG�DGPLQLVWUDWLYH
FRQVXOWLQJ�VHUYLFHV��LQVXUDQFH�FRVWV��IDFLOLW\�UHODWHG�FRVWV�QRW�RWKHUZLVH�LQFOXGHG�LQ�5	'�H[SHQVHV��DQG�DVVHW�LPSDLUPHQWV�

:H�H[SHULHQFHG�ORZHU�*	$�FRVWV�LQ������FRPSDUHG�WR������SULPDULO\�GXH�WR�RXU�UHVWUXFWXULQJ�SODQ�DQQRXQFHG�DQG�FRPPHQFHG�LQ�WKH�VHFRQG
TXDUWHU�RI�������DV�ZH�EHJDQ�UHGXFLQJ�RXU�RSHUDWLRQDO�RYHUKHDG��:H�H[SHFW�WKDW�RXU�*	$�H[SHQVHV�ZLOO�HLWKHU�UHPDLQ�FRQVLVWHQW�RU�GHFOLQH�LQ�����
DV�FRPSDUHG�WR�������UHIOHFWLQJ�WKH�VWDELOL]DWLRQ�RI�RXU�RSHUDWLRQDO�RYHUKHDG�DQG�WKH�LPSDFW�RI�RXU�UHVWUXFWXULQJ�DFWLRQV��+RZHYHU��RXU�*	$
H[SHQVHV�FRXOG�LQFUHDVH�LQ������GXH�WR�HPSOR\HH�LQFHQWLYH�SURJUDPV�RIIHUHG�RU�DGGLWLRQDO�FRVWV�DQG�H[SHQVHV�DULVLQJ�IURP�WKHVH�UHVWUXFWXULQJ
DFWLRQV��&RQYHUVHO\��ZH�LQWHQG�WR�PDLQWDLQ�D�VWUDWHJLF�DQG�RSSRUWXQLVWLF�DSSURDFK�UHJDUGLQJ�LQRUJDQLF�*	$�H[SHQVHV�DULVLQJ�IURP�PHUJHUV�
DFTXLVLWLRQV��DQG�RWKHU�LQRUJDQLF�JURZWK�LQLWLDWLYHV�

,PSDLUPHQW�RI�/HDVH�$VVHWV

,PSDLUPHQW�RI�OHDVH�DVVHWV�UHODWHV�WR�LPSDLUPHQW�ORVVHV�UHFRJQL]HG�RQ�D�ULJKW�RI�XVH�DVVHW�DQG�WKH�UHODWHG�OHDVHKROG�LPSURYHPHQWV�DVVRFLDWHG�ZLWK
H[LWHG�OHDVHG�IDFLOLWLHV�

*RRGZLOO�,PSDLUPHQW

,Q�WKH�VHFRQG�TXDUWHU�RI�������ZH�IXOO\�LPSDLUHG�WKH�JRRGZLOO�DWWULEXWDEOH�WR�RXU�&HOO�(QJLQHHULQJ�UHSRUWLQJ�XQLW��5HIHU�WR�IXUWKHU�GLVFXVVLRQ�ZLWKLQ
³&ULWLFDO�$FFRXQWLQJ�(VWLPDWHV´�

5HVWUXFWXULQJ�&KDUJHV

5HVWUXFWXULQJ�FKDUJHV�DUH�UHODWHG�WR�RXU�UHVWUXFWXULQJ�SODQ��ZKLFK�ZDV�DQQRXQFHG�DQG�FRPPHQFHG�LQ�WKH�VHFRQG�TXDUWHU�RI�������7KHVH�FKDUJHV
SULPDULO\�LQFOXGH�VHYHUDQFH�DQG�RWKHU�HPSOR\HH�WHUPLQDWLRQ�FRVWV�IURP�D�UHGXFWLRQ�LQ�IRUFH�WKDW�FRPPHQFHG�LQ�-XQH�������DV�ZHOO�DV�WKH�LPSDLUPHQW
RI�D�ULJKW�RI�XVH�DVVHW�GXH�WR�WKH�VXEOHDVLQJ�RI�D�IDFLOLW\�DV�SDUW�RI�UHDO�HVWDWH�FRQVROLGDWLRQ��5HGXFWLRQV�LQ�IRUFH�DUH�H[SHFWHG�WR�EH�VXEVWDQWLDOO\
FRPSOHWHG�LQ�������VXEMHFW�WR�FRPSOLDQFH�ZLWK�DSSOLFDEOH�ODZV��:KLOH�ZH�DLP�WR�FRPSOHWH�WKH�PDMRULW\�RI�RXU�IDFLOLW\�FRQVROLGDWLRQ�DFWLRQV�LQ������
WKH�DFWXDO�WLPLQJ�PD\�YDU\��HVSHFLDOO\�IRU�VXEOHDVLQJ�XQXVHG�RU�XQGHUXWLOL]HG�IDFLOLWLHV��ZKLFK�PD\�H[WHQG�EH\RQG������RU�PD\�QRW�RFFXU�SULRU�WR

��
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WHUPLQDWLRQ�RI�VXFK�OHDVH��GHSHQGLQJ�RQ�PDUNHW�FRQGLWLRQV��$GGLWLRQDOO\��UHVWUXFWXULQJ�H[SHQVHV�UHODWHG�WR�SRWHQWLDO�DVVHW�LPSDLUPHQWV�RU�FRQWUDFW
DPHQGPHQWV�RU�WHUPLQDWLRQV�IRU�DQ\�IDFLOLWLHV�QR�ORQJHU�LQ�XVH�RU�XQGHUXWLOL]HG�FRXOG�EH�PDWHULDO�

$GGLWLRQDO�GHWDLOV�DUH�LQFOXGHG�LQ�1RWH����5HVWUXFWXULQJ��RI�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGHG�HOVHZKHUH�LQ�WKLV�$QQXDO�5HSRUW�RQ�)RUP
���.�

,QWHUHVW�,QFRPH

,QWHUHVW�LQFRPH�FRQVLVWV�SULPDULO\�RI�LQWHUHVW�HDUQHG�RQ�RXU�FDVK�DQG�FDVK�HTXLYDOHQWV�

/RVV�RQ�(TXLW\�0HWKRG�,QYHVWPHQWV

/RVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQWV�LQFOXGHV�RXU�VKDUH�RI�ORVVHV�IURP�FHUWDLQ�RI�RXU�HTXLW\�PHWKRG�LQYHVWPHQWV�XQGHU�WKH�K\SRWKHWLFDO�OLTXLGDWLRQ
DW�ERRN�YDOXH��³+/%9´��PHWKRG�

/RVV�RQ�,QYHVWPHQWV

/RVV�RQ�LQYHVWPHQWV�LQFOXGHV�WKH�FKDQJH�LQ�IDLU�YDOXH�RI�RXU�PDUNHWDEOH�HTXLW\�VHFXULWLHV�LQ�SXEOLFO\�WUDGHG�FRPSDQLHV�DQG�LPSDLUPHQW�ORVVHV
UHFRJQL]HG�RQ�QRQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV�LQ�SULYDWHO\�KHOG�FRPSDQLHV�

/RVV�RQ�'HFRQVROLGDWLRQ�RI�6XEVLGLDULHV

/RVV�RQ�GHFRQVROLGDWLRQ�RI�VXEVLGLDULHV�SHUWDLQV�WR�WKH�GHFRQVROLGDWLRQ�RI�RXU�IRUPHU�IRUHLJQ�VXEVLGLDU\�$OWDU�6$6��³$OWDU´��LQ������DV�D�UHVXOW�RI�D
VDOH�DQG�WKH�GHFRQVROLGDWLRQ�RI�RXU�IRUPHU�VXEVLGLDU\�=\PHUJHQ�,QF���³=\PHUJHQ´��LQ������

&KDQJH�LQ�)DLU�9DOXH�RI�:DUUDQW�/LDELOLWLHV

7KH�FKDQJH�LQ�IDLU�YDOXH�RI�ZDUUDQW�OLDELOLWLHV�UHIOHFWV�DGMXVWPHQWV�WR�WKH�IDLU�YDOXH�RI�SULYDWH�SODFHPHQW�ZDUUDQWV��³3ULYDWH�3ODFHPHQW�:DUUDQWV´��DQG
ZDUUDQWV�IRUPHUO\�SXEOLFO\�WUDGHG�RQ�WKH�1<6(��³3XEOLF�:DUUDQWV´���7KHVH�ZDUUDQWV��FODVVLILHG�DV�OLDELOLWLHV��ZHUH�DVVXPHG�DV�SDUW�RI�RXU�PHUJHU�ZLWK
6RDULQJ�(DJOH�$FTXLVLWLRQ�&RUS���³651*´��RQ�6HSWHPEHU�����������DQG�ZHUH�LQLWLDOO\�LVVXHG�LQ�FRQQHFWLRQ�ZLWK�651*¶V�LQLWLDO�SXEOLF�RIIHULQJ�
:DUUDQW�OLDELOLWLHV�DUH�UHPHDVXUHG�DW�IDLU�YDOXH�DW�HDFK�EDODQFH�VKHHW�GDWH�DQG�KDYH�VXEVWDQWLDOO\�QR�YDOXH�DV�RI�'HFHPEHU����������

2WKHU�,QFRPH��1HW

2WKHU�LQFRPH��QHW�SULPDULO\�FRQVLVWV�RI�VXEOHDVH�UHQW�LQFRPH�DQG�FKDQJHV�LQ�IDLU�YDOXH�RI�QRWHV�UHFHLYDEOH�WKDW�ZH�HOHFWHG�WR�DFFRXQW�IRU�XQGHU�WKH
IDLU�YDOXH�RSWLRQ�

3URYLVLRQ�IRU�,QFRPH�7D[HV

,QFRPH�WD[HV�DUH�UHFRUGHG�LQ�DFFRUGDQFH�ZLWK�$6&������,QFRPH�7D[HV��ZKLFK�SURYLGHV�IRU�GHIHUUHG�WD[HV�XVLQJ�DQ�DVVHW�DQG�OLDELOLW\�DSSURDFK��:H
UHFRJQL]H�GHIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�IRU�WKH�H[SHFWHG�IXWXUH�WD[�FRQVHTXHQFHV�RI�HYHQWV�WKDW�KDYH�EHHQ�LQFOXGHG�LQ�RXU�DXGLWHG�FRQVROLGDWHG
ILQDQFLDO�VWDWHPHQWV�RU�WD[�UHWXUQV��'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�GHWHUPLQHG�EDVHG�RQ�WKH�GLIIHUHQFH�EHWZHHQ�WKH�ILQDQFLDO�VWDWHPHQW�DQG�WD[
EDVHV�RI�DVVHWV�DQG�OLDELOLWLHV�XVLQJ�HQDFWHG�WD[�UDWHV�LQ�HIIHFW�IRU�WKH�\HDU�LQ�ZKLFK�WKH�GLIIHUHQFHV�DUH�H[SHFWHG�WR�UHYHUVH��$�YDOXDWLRQ�DOORZDQFH
DJDLQVW�GHIHUUHG�WD[�DVVHWV�LV�UHFRUGHG�LI��EDVHG�RQ�WKH�ZHLJKW�RI�WKH�DYDLODEOH�HYLGHQFH��LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�VRPH�RU�DOO�WKH�GHIHUUHG�WD[
DVVHWV�ZLOO�QRW�EH�UHDOL]HG��)RU�DOO�SHULRGV�SUHVHQWHG��ZH�KDYH�UHFRUGHG�D�YDOXDWLRQ�DOORZDQFH�DJDLQVW�WKH�GHIHUUHG�WD[�DVVHWV�WKDW�DUH�QRW�H[SHFWHG�WR
EH�UHDOL]HG�

:H�DFFRXQW�IRU�XQFHUWDLQ�WD[�SRVLWLRQV�XVLQJ�D�PRUH�OLNHO\�WKDQ�QRW�WKUHVKROG�IRU�UHFRJQL]LQJ�DQG�UHVROYLQJ�XQFHUWDLQ�WD[�SRVLWLRQV��7KH�HYDOXDWLRQ
RI�XQFHUWDLQ�WD[�SRVLWLRQV�LV�EDVHG�RQ�IDFWRUV��LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��FKDQJHV�LQ�WKH�ODZ��WKH�PHDVXUHPHQW�RI�WD[�SRVLWLRQV�WDNHQ�RU�H[SHFWHG
WR�EH�WDNHQ�LQ�WD[�UHWXUQV��WKH�HIIHFWLYH�VHWWOHPHQW�RI�PDWWHUV�VXEMHFW�WR�DXGLW��QHZ�DXGLW�DFWLYLW\�DQG�FKDQJHV�LQ�IDFWV�RU�FLUFXPVWDQFHV�UHODWHG�WR�D
WD[�SRVLWLRQ�

$V�RI�'HFHPEHU�����������ZH�KDG�IHGHUDO�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�RI�DSSUR[LPDWHO\������ELOOLRQ��RI�ZKLFK��������PLOOLRQ�ZLOO�EHJLQ�WR�H[SLUH�LQ
�����DQG������ELOOLRQ�FDQ�EH�FDUULHG�IRUZDUG�LQGHILQLWHO\��$V�RI�'HFHPEHU�����������ZH�KDG�VWDWH�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�RI�DSSUR[LPDWHO\
�����ELOOLRQ��RI�ZKLFK��������PLOOLRQ�ZLOO�EHJLQ�WR�H[SLUH�LQ������DQG��������PLOOLRQ�FDQ�EH�FDUULHG�IRUZDUG�LQGHILQLWHO\��$V�RI�'HFHPEHU�����������ZH
KDG�IHGHUDO�UHVHDUFK�DQG�GHYHORSPHQW�WD[�FUHGLW�FDUU\IRUZDUGV�RI�DSSUR[LPDWHO\�������PLOOLRQ��ZKLFK�ZLOO�EHJLQ�WR�H[SLUH�LQ�������$V�RI�'HFHPEHU����
������ZH�DOVR�KDG�VWDWH�UHVHDUFK�DQG�GHYHORSPHQW�DQG�LQYHVWPHQW�WD[�FUHGLW�FDUU\IRUZDUGV�RI�DSSUR[LPDWHO\�������PLOOLRQ��ZKLFK�ZLOO�EHJLQ�WR�H[SLUH
LQ������

��
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,QFRPH�WD[HV�DUH�GHWHUPLQHG�DW�WKH�DSSOLFDEOH�WD[�UDWHV�DGMXVWHG�IRU�QRQ�GHGXFWLEOH�H[SHQVHV��5	'�WD[�FUHGLWV�DQG�RWKHU�SHUPDQHQW�GLIIHUHQFHV��2XU
LQFRPH�WD[�SURYLVLRQ�PD\�EH�DIIHFWHG�E\�FKDQJHV�WR�RXU�HVWLPDWHV�

5HVXOWV�RI�2SHUDWLRQV

&RPSDULVRQ�RI�WKH�<HDUV�(QGHG�'HFHPEHU����������DQG�����

7KH�IROORZLQJ�WDEOH�SUHVHQWV�RXU�UHVXOW�RI�RSHUDWLRQV�IRU�WKH�SHULRGV�LQGLFDWHG�

<HDU�(QGHG�'HFHPEHU����
�LQ�WKRXVDQGV� ���� ���� &KDQJH�
&HOO�(QJLQHHULQJ�UHYHQXH � ������� � ������� � ������
%LRVHFXULW\�UHYHQXH�
6HUYLFH ������ ������ ��������
3URGXFW � ������ ��������

7RWDO�UHYHQXH ������� ������� ��������
&RVWV�DQG�RSHUDWLQJ�H[SHQVHV�
&RVW�RI�%LRVHFXULW\�VHUYLFH�UHYHQXH ������ ������ �������
&RVW�RI�%LRVHFXULW\�SURGXFW�UHYHQXH � ����� �������
&RVW�RI�RWKHU�UHYHQXH ����� � �����
5HVHDUFK�DQG�GHYHORSPHQW� ������� ������� ���������
*HQHUDO�DQG�DGPLQLVWUDWLYH� ������� ������� ���������
,PSDLUPHQW�RI�OHDVH�DVVHWV � ������ ��������
*RRGZLOO�LPSDLUPHQW ������ � ������
5HVWUXFWXULQJ�FKDUJHV ������ � ������

7RWDO�RSHUDWLQJ�H[SHQVHV ������� ��������� ���������
/RVV�IURP�RSHUDWLRQV ��������� ��������� �������
2WKHU�LQFRPH��H[SHQVH��
,QWHUHVW�LQFRPH ������ ������ ��������
,QWHUHVW�H[SHQVH ���� ���� ���
/RVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQWV � ������� �����
/RVV�RQ�LQYHVWPHQWV �������� �������� ������
/RVV�RQ�GHFRQVROLGDWLRQ�RI�VXEVLGLDULHV ������� �������� ������
&KDQJH�LQ�IDLU�YDOXH�RI�ZDUUDQW�OLDELOLWLHV ����� ����� ���
2WKHU�LQFRPH��QHW ����� ����� �������

7RWDO�RWKHU�LQFRPH��H[SHQVH� ������ �������� ������
/RVV�EHIRUH�LQFRPH�WD[HV ��������� ��������� �������
,QFRPH�WD[�EHQHILW ����� ���� �����
1HW�ORVV � ��������� � ��������� � �������

���

���

��
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7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�DOORFDWLRQ�RI�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH��LQFOXVLYH�RI�HPSOR\HU�SD\UROO�WD[HV��6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�GXULQJ
WKH�\HDU�HQGHG�'HFHPEHU����������ZDV�SDUWLDOO\�RIIVHW�E\�D�������PLOOLRQ�H[SHQVH�UHYHUVDO�UHVXOWLQJ�IURP�WKH�IRUIHLWXUH�RI�568V�UHODWHG�WR�RXU�UHVWUXFWXULQJ�SODQ�
2I�WKH�WRWDO�UHYHUVDO�������PLOOLRQ�ZDV�UHFRUGHG�WR�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�DQG������PLOOLRQ�ZDV�UHFRUGHG�WR�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�

<HDU�(QGHG�'HFHPEHU����
�LQ�WKRXVDQGV� ���� ����
5HVHDUFK�DQG�GHYHORSPHQW � ������ � �������
*HQHUDO�DQG�DGPLQLVWUDWLYH ������ ������
7RWDO � ������� � �������

&HOO�(QJLQHHULQJ�5HYHQXH

&HOO�(QJLQHHULQJ�UHYHQXH�ZDV��������PLOOLRQ�LQ�������FRPSDUHG�WR��������PLOOLRQ�LQ�������DQ�LQFUHDVH�RI�������PLOOLRQ��7KH�LQFUHDVH�ZDV�SULPDULO\�GXH
WR�WKH�UHFRJQLWLRQ�RI�������PLOOLRQ�LQ�QRQ�FDVK�UHYHQXH�IURP�WKH�UHOHDVH�RI�D�GHIHUUHG�UHYHQXH�EDODQFH�DVVRFLDWHG�ZLWK�WKH�WHUPLQDWHG�0RWLI
)RRG:RUNV��,QF���³0RWLI´��FRQWUDFW�LQ�������VHH�1RWH����RI�RXU�DXGLWHG�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGHG�HOVHZKHUH�LQ�WKLV�$QQXDO�5HSRUW
RQ�)RUP����.��DQG�DQ�LQFUHDVH�LQ�UHYHQXH�UHODWHG�WR�SURJUDPV�ZLWK�ODUJH�HQWHUSULVH�FXVWRPHUV�SULPDULO\�LQ�WKH�SKDUPDFHXWLFDO��ELRWHFKQRORJ\�DQG
8�6��JRYHUQPHQW��KHDOWKFDUH�DQG�GHIHQVH��LQGXVWULHV��SDUWLDOO\�RIIVHW�E\�GHFUHDVHV�LQ�UHYHQXH�UHODWHG�WR�SURJUDPV�ZLWK�HDUO\�VWDJH�FXVWRPHUV�LQ�WKH
SKDUPDFHXWLFDO��ELRWHFKQRORJ\�DQG�LQGXVWULDO�ELRWHFKQRORJ\��IRRG�DQG�QXWULWLRQ��LQGXVWULDO�DQG�HQYLURQPHQWDO��DQG�FRQVXPHU�DQG�WHFKQRORJ\�
LQGXVWULHV�

$V�GLVFXVVHG�DERYH�LQ�&RPSRQHQWV�RI�5HVXOWV�RI�2SHUDWLRQV��&HOO�(QJLQHHULQJ�UHYHQXH�FRPSULVHV�ERWK�FDVK�DQG�QRQ�FDVK�FRQVLGHUDWLRQ��&HOO
(QJLQHHULQJ�UHYHQXH�UHFRJQL]HG�UHODWLQJ�WR�QRQ�FDVK�FRQVLGHUDWLRQ�LQFUHDVHG�IURP�������PLOOLRQ�LQ������WR�������PLOOLRQ�LQ�������7KH�LQFUHDVH�ZDV
SULPDULO\�GXH�WR�WKH�UHFRJQLWLRQ�RI�������PLOOLRQ�LQ�QRQ�FDVK�UHYHQXH�IURP�WKH�UHOHDVH�RI�WKH�GHIHUUHG�UHYHQXH�EDODQFH�DVVRFLDWHG�ZLWK�WKH�WHUPLQDWHG
0RWLI�FRQWUDFW�LQ�������SDUWLDOO\�RIIVHW�E\�ORZHU�QRQ�FDVK�UHYHQXH�IURP�RWKHU�FXVWRPHUV�

%LRVHFXULW\�5HYHQXH

%LRVHFXULW\�UHYHQXH�ZDV�������PLOOLRQ�LQ�������FRPSDUHG�WR��������PLOOLRQ�LQ�������D�GHFUHDVH�RI�������PLOOLRQ��7KLV�WRWDO�GHFUHDVH�FRQVLVWHG�RI�D������
PLOOLRQ�GHFOLQH�LQ�VHUYLFH�UHYHQXH�DQG�D�������PLOOLRQ�GHFOLQH�LQ�SURGXFW�UHYHQXH�

7KH�GHFUHDVH�LQ�%LRVHFXULW\�UHYHQXH�LV�SULPDULO\�GXH�WR�WKH�HQG�RI�RXU�&29,'����WHVWLQJ�LQ�VFKRROV�LQ�������SDUWLDOO\�RIIVHW�E\�QHZ�H[SDQGHG
RIIHULQJV�RI�ELRPRQLWRULQJ�DQG�ELRLQIRUPDWLFV�VXSSRUW�VHUYLFHV�LQ������DQG������

6LQFH�WKH�HQG�RI�WKH�&29,'����SXEOLF�KHDOWK�HPHUJHQF\�LQ�0D\�������ZH�VKLIWHG�RXU�%LRVHFXULW\�EXVLQHVV�IRFXV�WR�GHYHORSLQJ�VFDODEOH�ELRVHFXULW\
LQIUDVWUXFWXUH�DQG�GHOLYHULQJ�JOREDO�VXUYHLOODQFH�SURJUDPV�DQG�DQDO\WLFV�VHUYLFHV��%LRVHFXULW\�UHYHQXH�LQ������ZDV�FRPSULVHG�RI�RXU�H[SDQGHG
RIIHULQJV�RI�ELRPRQLWRULQJ�DQG�ELRLQIRUPDWLFV�VXSSRUW�VHUYLFHV��7KURXJK�RXU�SDUWQHUVKLSV��ZH�RSHUDWH�SURJUDPV�IRU�FROOHFWLRQV��WHVWLQJ�
VHTXHQFLQJ��DQG�LQVLJKWV�GHOLYHU\�RQ�SDWKRJHQ�VDPSOHV�LQ�GLIIHUHQW�FRXQWULHV�

&RVW�RI�%LRVHFXULW\�6HUYLFH�DQG�3URGXFW�5HYHQXH

&RVW�RI�%LRVHFXULW\�VHUYLFH�DQG�SURGXFW�UHYHQXH�ZDV�������PLOOLRQ�LQ�������FRPSDUHG�WR�������PLOOLRQ�LQ�������D�GHFUHDVH�RI�������PLOOLRQ��7KLV
GHFUHDVH�ZDV�SULPDULO\�GXH�WR�WKH�HQG�RI�RXU�&29,'����WHVWLQJ�LQ�VFKRROV�LQ�������SDUWLDOO\�RIIVHW�E\�JURZWK�LQ�RXU�H[SDQGHG�RIIHULQJV�RI
ELRPRQLWRULQJ�DQG�ELRLQIRUPDWLFV�VXSSRUW�VHUYLFHV�IROORZLQJ�WKH�WUDQVLWLRQ�RI�RXU�%LRVHFXULW\�EXVLQHVV�WR�GHYHORSLQJ�VFDODEOH�ELRVHFXULW\
LQIUDVWUXFWXUH�DQG�GHOLYHULQJ�JOREDO�VXUYHLOODQFH�SURJUDPV�DQG�DQDO\WLFV�VHUYLFHV�

���
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&RVW�RI�2WKHU�5HYHQXH

&RVW�RI�RWKHU�UHYHQXH�ZDV������PLOOLRQ�LQ������DQG�]HUR�LQ�������7KHVH�FRVWV�UHODWH�WR�RXU�QHZ�&HOO�(QJLQHHULQJ�FXVWRPHU�RIIHULQJV��'DWDSRLQWV�DQG
ODE�DXWRPDWLRQ�VROXWLRQV��ZKLFK�ZHUH�ODXQFKHG�LQ�������&RVWV�UHODWHG�WR�RXU�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�RIIHULQJ�DUH�LQFOXGHG�LQ�UHVHDUFK
DQG�GHYHORSPHQW�H[SHQVHV��

5HVHDUFK�DQG�'HYHORSPHQW�([SHQVHV

2XU�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�SULQFLSDOO\�UHODWH�WR�WKH�GHYHORSPHQW�RI�QHZ�RIIHULQJV�DQG�WKH�RSHUDWLRQ��H[SDQVLRQ�DQG�HQKDQFHPHQW�RI
RXU�H[LVWLQJ�VHUYLFH�RIIHULQJV�XWLOL]LQJ�RXU�SURSULHWDU\�SODWIRUP��ZKLFK�LQFOXGHV�RXU�)RXQGU\�DQG�&RGHEDVH�DVVHWV��WR�RXU�FHOO�HQJLQHHULQJ
FXVWRPHUV��5HVHDUFK�SHUVRQQHO�FRVWV��LQFOXGLQJ�VWRFN�EDVHG�FRPSHQVDWLRQ��LV�RXU�ODUJHVW�H[SHQVH��DJJUHJDWLQJ�WR��������PLOOLRQ�DQG��������PLOOLRQ
IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������UHVSHFWLYHO\��:H�DOVR�DFTXLUHG�DQG�H[SHQVHG�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW�SULPDULO\
WKURXJK�WKH�LVVXDQFH�RI�RXU�HTXLW\��DJJUHJDWLQJ�WR�������PLOOLRQ�DQG������PLOOLRQ�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������UHVSHFWLYHO\��2XU
UHPDLQLQJ�UHVHDUFK�DQG�GHYHORSPHQW�FRVWV�DUH�FRPSULVHG�SULPDULO\�RI�UHQW�DQG�UHODWHG�IDFLOLWLHV�FRVWV��LQIRUPDWLRQ�WHFKQRORJ\�FRVWV��GHSUHFLDWLRQ
SHUWDLQLQJ�WR�IDFLOLWLHV�DQG�HTXLSPHQW��ODERUDWRU\�FRQVXPDEOHV��FRQWUDFW�VHUYLFHV�DQG�URXWLQH�FRVWV�DQG�IHHV�

5HVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�ZHUH��������PLOOLRQ�LQ�������FRPSDUHG�WR��������PLOOLRQ�LQ�������D�GHFUHDVH�RI��������PLOOLRQ��7KLV�GHFUHDVH�ZDV
SULPDULO\�GXH�WR�D�UHGXFWLRQ�LQ�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�RI�������PLOOLRQ��LQFOXVLYH�RI�HPSOR\HU�SD\UROO�WD[HV��DQG�UHVHDUFK�DQG
GHYHORSPHQW�H[SHQVHV�RI�������PLOOLRQ�IURP�WKH�GHFRQVROLGDWLRQ�RI�=\PHUJHQ��$GGLWLRQDOO\��WKHUH�ZHUH�GHFUHDVHV�LQ�SHUVRQQHO�UHODWHG
FRPSHQVDWLRQ�DQG�EHQHILWV�H[SHQVH�RI�������PLOOLRQ��SURIHVVLRQDO�IHHV�RI�������PLOOLRQ��ODE�HTXLSPHQW�LPSDLUPHQW�RI�������PLOOLRQ��WHPSRUDU\�ODERU
DQG�FRQWUDFWRUV�RI������PLOOLRQ��DOORFDWHG�RYHUKHDG�H[SHQVHV�RI������PLOOLRQ�IURP�5	'�WR�*	$��DQG�RWKHU�RSHUDWLQJ�H[SHQVHV�RI������PLOOLRQ�
SULPDULO\�GXH�WR�RXU�UHVWUXFWXULQJ�SODQ�DQQRXQFHG�DQG�FRPPHQFHG�LQ�WKH�VHFRQG�TXDUWHU�RI�������7KHVH�GHFUHDVHV�ZHUH�SDUWLDOO\�RIIVHW�E\�DQ
LQFUHDVH�LQ�UHQW�DQG�UHODWHG�IDFLOLWLHV�FRVWV�RI�������PLOOLRQ��DFTXLUHG�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW�FRVWV�RI�������PLOOLRQ��VRIWZDUH�DQG
WHFKQRORJ\�H[SHQVH�RI������PLOOLRQ��DQG�GHSUHFLDWLRQ�RI������PLOOLRQ��,QFUHDVHV�LQ�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�VXSSRUWHG�WKH�JURZWK�RI�FHOO
HQJLQHHULQJ�FDSDELOLWLHV�SULRU�WR�WKH�FRPPHQFHPHQW�RI�RXU�UHVWUXFWXULQJ�SODQ�

*HQHUDO�DQG�$GPLQLVWUDWLYH�([SHQVHV

*HQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�ZHUH��������PLOOLRQ�LQ�������FRPSDUHG�WR��������PLOOLRQ�LQ�������D�GHFUHDVH�RI��������PLOOLRQ��7KLV�GHFUHDVH�ZDV
SULPDULO\�GXH�WR�D�UHGXFWLRQ�RI�������PLOOLRQ�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�IURP�WKH�GHFRQVROLGDWLRQ�RI�=\PHUJHQ��([FOXGLQJ�WKLV�LPSDFW�
WKH�GHFUHDVH�ZDV�ODUJHO\�DWWULEXWDEOH�WR�RXU�UHVWUXFWXULQJ�SODQ�DQQRXQFHG�DQG�FRPPHQFHG�LQ�WKH�VHFRQG�TXDUWHU�RI�������ZKLFK�UHVXOWHG�LQ
UHGXFWLRQV�LQ�SURIHVVLRQDO�IHHV�RI�������PLOOLRQ��LQFOXGLQJ�D�������PLOOLRQ�GHFUHDVH�LQ�OLWLJDWLRQ�FRVWV���VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�RI������
PLOOLRQ��LQFOXVLYH�RI�HPSOR\HU�SD\UROO�WD[HV���WHPSRUDU\�ODERU�DQG�FRQWUDFWRU�IHHV�RI������PLOOLRQ��WKH�FKDQJH�LQ�IDLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ
OLDELOLWLHV�UHVXOWLQJ�IURP�DFTXLVLWLRQV�RI������PLOOLRQ��DQG�RWKHU�RSHUDWLQJ�H[SHQVHV�RI������PLOOLRQ��7KHVH�GHFUHDVHV�ZHUH�SDUWLDOO\�RIIVHW�E\�DQ
LQFUHDVH�LQ�SHUVRQQHO�UHODWHG�FRPSHQVDWLRQ�DQG�EHQHILWV�H[SHQVH�RI�������PLOOLRQ��UHQW�DQG�UHODWHG�IDFLOLWLHV�FRVWV�RI������PLOOLRQ�IURP�D�QHZ�IDFLOLW\
OHDVH�WKDW�FRPPHQFHG�LQ�������DQG�WKH�LPSDLUPHQW�RI�FRQVWUXFWLRQ�LQ�SURJUHVV�DVVHWV�RI������PLOOLRQ�

,PSDLUPHQW�RI�/HDVH�$VVHWV

,Q�������ZH�UHFRJQL]HG�DQ�LPSDLUPHQW�ORVV�RI�������PLOOLRQ�UHODWHG�WR�D�ULJKW�RI�XVH�DVVHW�DQG�WKH�DVVRFLDWHG�OHDVHKROG�LPSURYHPHQWV�IRU�DQ�H[LWHG
=\PHUJHQ�OHDVHG�IDFLOLW\��'XULQJ�������=\PHUJHQ�SHUPDQHQWO\�FHDVHG�XVH�RI�DQG�YDFDWHG�WKH�OHDVHG�VSDFH��ZKLFK�WULJJHUHG�DQ�LPSDLUPHQW�DQDO\VLV
DQG�UHVXOWHG�LQ�D�ZULWH�GRZQ�RI�WKH�FDUU\LQJ�YDOXH�RI�WKH�DVVHWV�WR�WKHLU�HVWLPDWHG�IDLU�YDOXH�

*RRGZLOO�,PSDLUPHQW

,Q�������ZH�UHFRUGHG�JRRGZLOO�LPSDLUPHQW�H[SHQVH�RI�������PLOOLRQ�UHODWHG�WR�RXU�&HOO�(QJLQHHULQJ�UHSRUWLQJ�XQLW��IXUWKHU�GLVFXVVHG�ZLWKLQ�³&ULWLFDO
$FFRXQWLQJ�(VWLPDWHV´�EHORZ���

5HVWUXFWXULQJ�&KDUJHV

,Q�������ZH�LQFXUUHG�UHVWUXFWXULQJ�FKDUJHV�RI�������PLOOLRQ�LQ�FRQQHFWLRQ�ZLWK�RXU�UHVWUXFWXULQJ�SODQ�DQQRXQFHG�DQG�FRPPHQFHG�LQ�WKH�VHFRQG
TXDUWHU�RI�������SULPDULO\�LQ�WKH�&HOO�(QJLQHHULQJ�VHJPHQW��7KHVH�FKDUJHV�SULPDULO\�FRQVLVWHG�RI�HPSOR\HH�WHUPLQDWLRQ�FRVWV�IURP�WKH�UHGXFWLRQ�LQ
IRUFH�FRPPHQFHG�LQ�-XQH������DQG�WKH�LPSDLUPHQW�RI�D�ULJKW�RI�XVH�DVVHW

��
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UHODWLQJ�WR�IDFLOLWLHV�FRQVROLGDWLRQ��6HH�1RWH���RI�RXU�DXGLWHG�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGHG�HOVHZKHUH�LQ�WKLV�$QQXDO�5HSRUW�RQ�)RUP
���.�IRU�IXUWKHU�GHWDLOV���

,QWHUHVW�,QFRPH

,QWHUHVW�LQFRPH�ZDV�������PLOOLRQ�LQ�������FRPSDUHG�WR�������PLOOLRQ�LQ�������D�GHFUHDVH�RI�������PLOOLRQ��7KLV�GHFUHDVH�ZDV�SULPDULO\�GXH�WR�ORZHU
DYHUDJH�FDVK�EDODQFHV�LQ�LQWHUHVW�EHDULQJ�DFFRXQWV�

/RVV�RQ�(TXLW\�0HWKRG�,QYHVWPHQWV

/RVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQWV�ZDV�]HUR�LQ�������FRPSDUHG�WR������PLOOLRQ�LQ�������7KH������ORVV�UHSUHVHQWHG�RXU�VKDUH�RI�ORVVHV�IURP�FHUWDLQ
HTXLW\�PHWKRG�LQYHVWHHV�UHVXOWLQJ�IURP�WKH�DSSOLFDWLRQ�RI�WKH�+/%9�PHWKRG��8QGHU�WKH�+/%9�PHWKRG��DV�D�FRPPRQ�XQLW�KROGHU��ZH�DEVRUE�ORVVHV
EHIRUH�SUHIHUUHG�XQLW�KROGHUV�GXH�WR�D�VXEVWDQWLYH�SURILW�VKDULQJ�DJUHHPHQW�WKDW�JUDQWV�SUHIHUUHG�XQLW�KROGHUV�SUHIHUHQWLDO�GLVWULEXWLRQ�ULJKWV��6LQFH
ZH�KDYH�QR�REOLJDWLRQ�WR�IXQG�WKH�ORVVHV�RI�RXU�HTXLW\�PHWKRG�LQYHVWHHV�EH\RQG�RXU�LQLWLDO�LQYHVWPHQW��QR�DGGLWLRQDO�ORVVHV�ZHUH�UHFRJQL]HG�LQ
������DV�WKH�LQYHVWPHQWV�KDG�DOUHDG\�EHHQ�UHGXFHG�WR�]HUR�SULRU�WR�WKDW�\HDU�

/RVV�RQ�,QYHVWPHQWV

/RVV�RQ�LQYHVWPHQWV�ZDV�������PLOOLRQ�LQ�������FRPSDUHG�WR�������PLOOLRQ�LQ�������D�GHFUHDVH�RI�������PLOOLRQ��7KH�KLJKHU�ORVV�LQ������ZDV�GXH�WR
JUHDWHU�LPSDLUPHQW�ORVVHV�RQ�RXU�QRQ�PDUNHWDEOH�HTXLW\�LQYHVWPHQWV�LQ�SULYDWHO\�KHOG�FRPSDQLHV�FRPSDUHG�WR�WKH�FRUUHVSRQGLQJ�SHULRG�LQ�������:H
DVVHVV�RXU�QRQ�PDUNHWDEOH�HTXLW\�LQYHVWPHQWV�TXDUWHUO\�IRU�SRWHQWLDO�LPSDLUPHQW�DQG�UHPHDVXUH�WR�IDLU�YDOXH�ZKHQ�HYHQWV�RU�FKDQJHV�LQ
FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�FDUU\LQJ�YDOXH�PD\�QRW�EH�UHFRYHUDEOH�

/RVV�RQ�'HFRQVROLGDWLRQ�RI�6XEVLGLDULHV

,Q�������ZH�UHFRUGHG�D������PLOOLRQ�ORVV�RQ�WKH�GHFRQVROLGDWLRQ�RI�RXU�IRUPHU�IRUHLJQ�VXEVLGLDU\�$OWDU�DV�D�UHVXOW�RI�D�VDOH�RI�WKLV�EXVLQHVV�

,Q�������ZH�UHFRUGHG�D�������PLOOLRQ�ORVV�RQ�WKH�GHFRQVROLGDWLRQ�RI�=\PHUJHQ�IROORZLQJ�=\PHUJHQ
V�EDQNUXSWF\�ILOLQJ�LQ�2FWREHU������

&KDQJH�LQ�)DLU�9DOXH�RI�:DUUDQW�/LDELOLWLHV

7KH�FKDQJH�LQ�IDLU�YDOXH�RI�ZDUUDQW�OLDELOLWLHV�ZDV�D�JDLQ�RI������PLOOLRQ�LQ�������FRPSDUHG�WR�D�JDLQ�RI������PLOOLRQ�LQ�������DQ�LQFUHDVH�RI������PLOOLRQ�
7KH�FKDQJH�LQ�IDLU�YDOXH�RI�ZDUUDQW�OLDELOLWLHV�LV�SULPDULO\�GULYHQ�E\�IOXFWXDWLRQV�LQ�WKH�YDOXH�RI�RXU�FRPPRQ�VWRFN��,QFUHDVHV�RU�GHFUHDVHV�LQ�WKH
YDOXH�RI�RXU�FRPPRQ�VWRFN�UHVXOW�LQ�D�ORVV�RU�JDLQ��UHVSHFWLYHO\��LQ�WKH�IDLU�YDOXH�RI�ZDUUDQW�OLDELOLWLHV��7KHUH�ZDV�VXEVWDQWLDOO\�QR�YDOXH�UHODWHG�WR
WKHVH�ZDUUDQW�OLDELOLWLHV�DV�RI�'HFHPEHU����������

2WKHU�,QFRPH��1HW

2WKHU�LQFRPH��QHW�ZDV������PLOOLRQ�LQ�������FRPSDUHG�WR������PLOOLRQ�LQ�������D�GHFUHDVH�RI������PLOOLRQ��7KLV�GHFUHDVH�ZDV�SULPDULO\�GXH�WR�UHGXFHG
VXEOHDVH�UHQW�LQFRPH�IROORZLQJ�WKH�GHFRQVROLGDWLRQ�RI�=\PHUJHQ�

1RQ�*$$3�,QIRUPDWLRQ

,Q�DGGLWLRQ�WR�RXU�UHVXOWV�GHWHUPLQHG�LQ�DFFRUGDQFH�ZLWK�*$$3��ZH�XVH�HDUQLQJV�EHIRUH�LQWHUHVW��WD[HV��GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ��³(%,7'$´�
DQG�$GMXVWHG�(%,7'$�LQWHUQDOO\�WR�HYDOXDWH�RXU�SHUIRUPDQFH�DQG�PDNH�ILQDQFLDO�DQG�RSHUDWLRQDO�GHFLVLRQV��:H�EHOLHYH�WKHVH�QRQ�*$$3�PHDVXUHV�
ZKHQ�YLHZHG�ZLWK�RXU�*$$3�UHVXOWV��PD\�EH�KHOSIXO�WR�LQYHVWRUV�LQ�DVVHVVLQJ�RXU�RSHUDWLQJ�SHUIRUPDQFH�

:H�GHILQH�(%,7'$�DV�QHW�ORVV�DWWULEXWDEOH�WR�*LQNJR�%LRZRUNV�+ROGLQJV��,QF��VWRFNKROGHUV�EHIRUH�WKH�LPSDFW�RI�LQWHUHVW�LQFRPH��LQWHUHVW�H[SHQVH�
SURYLVLRQ�IRU�LQFRPH�WD[HV�DQG�GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ�

:H�GHILQH�$GMXVWHG�(%,7'$�DV�(%,7'$�DGMXVWHG�IRU�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH��JDLQ�RU�ORVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQWV��JDLQ�RU�ORVV
RQ�LQYHVWPHQWV��FKDQJH�LQ�IDLU�YDOXH�RI�ZDUUDQW�OLDELOLWLHV��JDLQ�RU�ORVV�RQ�GHFRQVROLGDWLRQ�RI�VXEVLGLDULHV��WUDQVDFWLRQ�DQG�LQWHJUDWLRQ�FRVWV
DVVRFLDWHG�ZLWK�SODQQHG��FRPSOHWHG�RU�WHUPLQDWHG�PHUJHUV�DQG�DFTXLVLWLRQV��LQFOXGLQJ�UHODWHG�OLWLJDWLRQ�FRVWV��UHVWUXFWXULQJ�DQG�LPSDLUPHQW�FKDUJHV
�LQFOXVLYH�RI�LPSDLUPHQWV�RI�JRRGZLOO�DQG�ORQJ�OLYHG�DVVHWV���FRVWV�DVVRFLDWHG�ZLWK�WKH�EDQNUXSWF\�ILOLQJ�RI�RXU�IRUPHU�VXEVLGLDU\��=\PHUJHQ��WKH
³=\PHUJHQ

��
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%DQNUXSWF\´���DQG�FHUWDLQ�RWKHU�LQFRPH�DQG�H[SHQVHV��:H�EHOLHYH�WKDW�WKH�XVH�RI�(%,7'$�DQG�$GMXVWHG�(%,7'$�SURYLGHV�DQ�DGGLWLRQDO�WRRO�IRU
LQYHVWRUV�WR�XVH�LQ�HYDOXDWLQJ�RQJRLQJ�RSHUDWLQJ�UHVXOWV�DQG�WUHQGV�EHFDXVH�LW�HOLPLQDWHV�WKH�HIIHFW�RI�ILQDQFLQJ�DFWLYLWLHV��LQYHVWLQJ�DFWLYLWLHV��DQG
FHUWDLQ�QRQ�FDVK�FKDUJHV�DQG�RWKHU�LWHPV�WKDW�DUH�QRW�UHODWHG�WR�RXU�FRUH�RSHUDWLQJ�SHUIRUPDQFH�RU�DIIHFW�FRPSDUDELOLW\�SHULRG�RYHU�SHULRG�

,Q�������ZH�XSGDWHG�RXU�GHILQLWLRQ�RI�$GMXVWHG�(%,7'$�WR�QR�ORQJHU�H[FOXGH�WKH�LPSDFW�RI�DFTXLUHG�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW
H[SHQVHV��$FFRUGLQJO\��WKH�FRPSDUDEOH������SHULRG�KDV�EHHQ�UHFDVW�WR�FRQIRUP�WR�WKH�UHYLVHG�GHILQLWLRQ�

2XU�QRQ�*$$3�ILQDQFLDO�PHDVXUHV�KDYH�OLPLWDWLRQV�DV�DQDO\WLFDO�WRROV�DQG�VKRXOG�QRW�EH�FRQVLGHUHG�LQ�LVRODWLRQ�RU�DV�D�VXEVWLWXWH�IRU�*$$3
SHUIRUPDQFH�PHDVXUHV��7KHVH�PHDVXUHV�H[FOXGH�VLJQLILFDQW�H[SHQVHV�DQG�LQFRPH�UHTXLUHG�E\�*$$3��ZKLFK�LPSDFWV�WKHLU�DOLJQPHQW�ZLWK
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��7KH\�DOVR�UHO\�RQ�PDQDJHPHQW
V�MXGJPHQW�WR�GHWHUPLQH�ZKLFK�LWHPV�DUH�LQFOXGHG�RU�H[FOXGHG��PDNLQJ�WKHP
LQKHUHQWO\�VXEMHFWLYH��$GGLWLRQDOO\��QRQ�*$$3�PHDVXUHV�ODFN�XQLIRUP�GHILQLWLRQV�DQG�PD\�GLIIHU�IURP�WKRVH�XVHG�E\�RWKHU�FRPSDQLHV��OLPLWLQJ
FRPSDUDELOLW\��$�UHFRQFLOLDWLRQ�RI�(%,7'$�DQG�$GMXVWHG�(%,7'$�WR�QHW�ORVV��WKH�PRVW�GLUHFWO\�FRPSDUDEOH�*$$3�ILQDQFLDO�PHDVXUH��LV�SUHVHQWHG
EHORZ�

<HDU�(QGHG�'HFHPEHU����
�LQ�WKRXVDQGV� ���� ����
1HW�ORVV� � ��������� � ���������
,QWHUHVW�LQFRPH �������� ��������
,QWHUHVW�H[SHQVH �� ��
,QFRPH�WD[�EHQHILW ����� ����
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ ������ ������
(%,7'$ ��������� ���������
6WRFN�EDVHG�FRPSHQVDWLRQ� ������� �������
,PSDLUPHQW�H[SHQVH� ������ �������
5HVWUXFWXULQJ�FKDUJHV� ������ �
0HUJHU�DQG�DFTXLVLWLRQ�UHODWHG�H[SHQVHV� ����� ������
/RVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQWV � �����
/RVV�RQ�LQYHVWPHQWV ������ ������
/RVV�RQ�GHFRQVROLGDWLRQ�RI�VXEVLGLDULHV ����� ������
&KDQJH�LQ�IDLU�YDOXH�RI�ZDUUDQW�OLDELOLWLHV ������� �������
&KDQJH�LQ�IDLU�YDOXH�RI�FRQYHUWLEOH�QRWHV ����� �����
$GMXVWHG�(%,7'$ � ��������� � ���������

��� $OO�SHULRGV�LQFOXGH�QRQ�FDVK�UHYHQXH�ZKHQ�HDUQHG��LQFOXGLQJ�������PLOOLRQ�LQ�WKH�\HDU�HQGHG�'HFHPEHU�����������UHFRJQL]HG�SXUVXDQW�WR
WKH�WHUPLQDWLRQ�RI�UHYHQXH�FRQWUDFWV�ZLWK�0RWLI�

��� )RU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������LQFOXGHV������PLOOLRQ�DQG������PLOOLRQ��UHVSHFWLYHO\��LQ�UHODWHG�HPSOR\HU�SD\UROO�WD[HV�

��� )RU�������LQFOXGHV�������PLOOLRQ�UHODWHG�WR�JRRGZLOO�LPSDLUPHQW�DQG������PLOOLRQ�UHODWHG�WR�ODE�HTXLSPHQW��)RU�������LQFOXGHV�D�������PLOOLRQ
LPSDLUPHQW�ORVV�RQ�ODE�HTXLSPHQW�DQG�D�������PLOOLRQ�LPSDLUPHQW�ORVV�RQ�OHDVH�DVVHWV�DVVRFLDWHG�ZLWK�DQ�H[LWHG�=\PHUJHQ�OHDVHG�IDFLOLW\�

��� 5HVWUXFWXULQJ�FKDUJHV�FRQVLVW�RI�HPSOR\HH�WHUPLQDWLRQ�FRVWV�IURP�WKH�UHGXFWLRQ�LQ�IRUFH�FRPPHQFHG�LQ�-XQH�������DV�ZHOO�DV�WKH
LPSDLUPHQW�RI�D�ULJKW�RI�XVH�DVVHW�UHODWLQJ�WR�IDFLOLWLHV�FRQVROLGDWLRQ�

��� 5HSUHVHQWV�WUDQVDFWLRQ�DQG�LQWHJUDWLRQ�FRVWV�GLUHFWO\�UHODWHG�WR�PHUJHUV�DQG�DFTXLVLWLRQV��LQFOXGLQJ���L��GXH�GLOLJHQFH��OHJDO��FRQVXOWLQJ�DQG
DFFRXQWLQJ�IHHV�DVVRFLDWHG�ZLWK�DFTXLVLWLRQV���LL��SRVW�DFTXLVLWLRQ�HPSOR\HH�UHWHQWLRQ�ERQXVHV�DQG�VHYHUDQFH�SD\PHQWV���LLL��WKH�IDLU�YDOXH
DGMXVWPHQWV�WR�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLWLHV�UHVXOWLQJ�IURP�DFTXLVLWLRQV��DQG��LY��FRVWV�DVVRFLDWHG�ZLWK�WKH�=\PHUJHQ�%DQNUXSWF\��DV
ZHOO�DV�VHFXULWLHV�OLWLJDWLRQ�FRVWV��QHW�RI�LQVXUDQFH�UHFRYHU\��1RW�LQFOXGHG�LQ�WKLV�DGMXVWPHQW�DUH�DFTXLUHG�LQ�SURFHVV�UHVHDUFK�DQG
GHYHORSPHQW�H[SHQVHV��ZKLFK�WRWDOHG�������PLOOLRQ�DQG������PLOOLRQ�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������UHVSHFWLYHO\�

���

���

���

���

���
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/LTXLGLW\�DQG�&DSLWDO�5HVRXUFHV

2Q�$XJXVW�����������ZLWK�WKH�DSSURYDO�RI�RXU�ERDUG�RI�GLUHFWRUV�DQG�VKDUHKROGHUV��ZH�HIIHFWHG�D�RQH�IRU�IRUW\��������UHYHUVH�VWRFN�VSOLW�IRU�RXU
FRPPRQ�VWRFN��$FFRUGLQJO\��DOO�FRPPRQ�VKDUHV�SUHVHQWHG�KHUHLQ�KDYH�EHHQ�UHWURVSHFWLYHO\�DGMXVWHG�WR�UHIOHFW�WKH�UHYHUVH�VWRFN�VSOLW�

6RXUFHV�RI�/LTXLGLW\

8SRQ�WKH�FORVLQJ�RI�RXU�PHUJHU�ZLWK�651*�LQ�6HSWHPEHU�������ZH�UHFHLYHG�QHW�SURFHHGV�WRWDOLQJ�DSSUR[LPDWHO\������ELOOLRQ��LQFOXVLYH�RI�������
PLOOLRQ�IURP�LQYHVWPHQWV�IURP�FHUWDLQ�DFFUHGLWHG�LQYHVWRUV�IRU�����PLOOLRQ�VKDUHV�RI�RXU�&ODVV�$�FRPPRQ�VWRFN��$V�RI�'HFHPEHU�����������ZH�KDG
FDVK�DQG�FDVK�HTXLYDOHQWV�RI��������PLOOLRQ��ZKLFK�ZH�EHOLHYH�ZLOO�EH�VXIILFLHQW�WR�HQDEOH�XV�WR�IXQG�RXU�SURMHFWHG�RSHUDWLRQV�WKURXJK�DW�OHDVW�WKH
QH[W����PRQWKV�IURP�WKH�GDWH�RI�ILOLQJ�RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�

0DWHULDO�&DVK�5HTXLUHPHQWV

:H�DQWLFLSDWH�WKDW�RXU�H[SHQGLWXUHV�ZLOO�H[FHHG�RXU�UHYHQXH�WKURXJK�DW�OHDVW�WKH�QH[W����PRQWKV�IURP�WKH�GDWH�RI�ILOLQJ�RI�WKLV�$QQXDO�5HSRUW�RQ
)RUP����.��DV�ZH�

� FRQWLQXH�RXU�5	'�DFWLYLWLHV�XQGHU�H[LVWLQJ�DQG�QHZ�SURJUDPV�DQG�IXUWKHU�LQYHVW�LQ�RXU�)RXQGU\�DQG�&RGHEDVH�

� GHYHORS�DQG�H[SDQG�RXU�RIIHULQJV��LQFOXGLQJ�%LRVHFXULW\�

� XSJUDGH��H[SDQG�RU�DGDSW�RXU�RSHUDWLRQDO��ILQDQFLDO�DQG�PDQDJHPHQW�V\VWHPV�DQG�VXSSRUW�RXU�RSHUDWLRQV�

� SRWHQWLDOO\�DFTXLUH�DQG�LQWHJUDWH�FRPSDQLHV��DVVHWV�RU�LQWHOOHFWXDO�SURSHUW\�WKDW�DGYDQFH�RXU�FRPSDQ\�REMHFWLYHV�

� PDLQWDLQ��H[SDQG��DQG�SURWHFW�RXU�LQWHOOHFWXDO�SURSHUW\��DQG

� FRQWLQXH�RXU�UHVWUXFWXULQJ�DFWLRQV�

/HDVHV

:H�KDYH�YDULRXV�QRQFDQFHODEOH�RSHUDWLQJ�OHDVHV�IRU�RIILFH�DQG�ODERUDWRU\�VSDFH��ZLWK�VLJQLILFDQW�OHDVHV�H[SLULQJ�EHWZHHQ������DQG�������$V�RI
'HFHPEHU�����������ZH�KDYH�PLQLPXP�UHQWDO�FRPPLWPHQWV�XQGHU�QRQFDQFHOODEOH�RSHUDWLQJ�OHDVHV�RI�������PLOOLRQ�LQ������DQG��������PLOOLRQ
WKHUHDIWHU��6HH�1RWH���WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQ�3DUW�,,��,WHP���RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�PRUH�LQIRUPDWLRQ�

3XUFKDVH�2EOLJDWLRQV

,Q�$XJXVW�������ZH�HQWHUHG�LQWR�D�ILYH�\HDU�VWUDWHJLF�FORXG�DQG�$,�SDUWQHUVKLS�ZLWK�*RRJOH�&ORXG��ZKLFK�LQFOXGHV�PLQLPXP�DQQXDO�FRPPLWPHQWV�WR
SXUFKDVH�FORXG�KRVWLQJ�VHUYLFHV��$V�RI�'HFHPEHU�����������WKH�UHPDLQLQJ�DJJUHJDWH�FRPPLWPHQW�ZDV��������PLOOLRQ��ZLWK�DSSUR[LPDWHO\�������PLOOLRQ
SD\DEOH�LQ������DQG��������PLOOLRQ�WKHUHDIWHU�

,Q�0DUFK�������ZH�HQWHUHG�LQWR�D�IRXU�\HDU�QRQFDQFHODEOH�VXSSO\�DJUHHPHQW�ZLWK�7ZLVW�IRU�WKH�SXUFKDVH�RI�GLYHUVH�SURGXFWV�LQFOXGLQJ�V\QWKHWLF
'1$��8QGHU�WKLV�DJUHHPHQW��ZH�DUH�REOLJDWHG�WR�VSHQG�D�PLQLPXP�RI�������PLOOLRQ�RYHU�WKH�IRXU�\HDU�WHUP��ZLWK�DSSUR[LPDWHO\�������PLOOLRQ�SD\DEOH
LQ������DQG������PLOOLRQ�WKHUHDIWHU�

&DVK�)ORZV

7KH�IROORZLQJ�WDEOH�SURYLGHV�LQIRUPDWLRQ�UHJDUGLQJ�RXU�FDVK�IORZV�IRU�HDFK�SHULRG�SUHVHQWHG�

<HDU�(QGHG�'HFHPEHU����
�LQ�WKRXVDQGV� ���� ����
1HW�FDVK�XVHG�LQ�
2SHUDWLQJ�DFWLYLWLHV � ��������� � ���������
,QYHVWLQJ�DFWLYLWLHV �������� ��������
)LQDQFLQJ�DFWLYLWLHV ������� �������
(IIHFW�RI�H[FKDQJH�UDWH�FKDQJHV ����� �����
1HW�GHFUHDVH�LQ�FDVK��FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK � ��������� � ���������

��
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2SHUDWLQJ�$FWLYLWLHV

1HW�FDVK�XVHG�LQ�RSHUDWLQJ�DFWLYLWLHV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������FRQVLVWHG�RI�D�QHW�ORVV�RI��������PLOOLRQ��DGMXVWHG�IRU�D�QHW�GHFUHDVH�LQ
FDVK�GXH�WR�FKDQJHV�LQ�RSHUDWLQJ�DVVHWV�DQG�OLDELOLWLHV�RI�������PLOOLRQ�DQG�QRQ�FDVK�FKDUJHV�RI��������PLOOLRQ��7KH�QHW�FKDQJH�LQ�RSHUDWLQJ�DVVHWV
DQG�OLDELOLWLHV�ZDV�SULPDULO\�GULYHQ�E\�D�������PLOOLRQ�GHFUHDVH�LQ�DFFUXHG�H[SHQVHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV�SULPDULO\�GXH�WR�WKH�SD\PHQW�RU
UHOHDVH�RI�UHVWUXFWXULQJ�UHODWHG�DFFUXDOV�DQG�OLWLJDWLRQ�FRVWV��D�������PLOOLRQ�GHFUHDVH�LQ�GHIHUUHG�UHYHQXH�SULPDULO\�IURP�D�RQH�WLPH�UHOHDVH�RI�D
GHIHUUHG�UHYHQXH�EDODQFH�DVVRFLDWHG�ZLWK�D�WHUPLQDWHG�FXVWRPHU�FRQWUDFW��DQG�D�������PLOOLRQ�GHFUHDVH�LQ�RSHUDWLQJ�OHDVH�OLDELOLWLHV�IURP�UHQW
SD\PHQWV��SDUWLDOO\�RIIVHW�E\�D�������PLOOLRQ�GHFUHDVH�LQ�RSHUDWLQJ�OHDVH�ULJKW�RI�XVH�DVVHWV�IURP�OHDVH�LQFHQWLYHV�UHFHLYHG�DQG�D�������PLOOLRQ
GHFUHDVH�LQ�SUHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV��SULPDULO\�GULYHQ�E\�WKH�GHUHFRJQLWLRQ�RI�DQ�LQVXUDQFH�UHFHLYDEOH�DQG�D�UHGXFWLRQ�LQ�FRQWUDFW
UHQHZDOV�UHVXOWLQJ�IURP�RXU�UHVWUXFWXULQJ�DFWLRQV��1RQ�FDVK�DGMXVWPHQWV�SULPDULO\�FRQVLVWHG�RI�������PLOOLRQ�LQ�GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ��������
PLOOLRQ�LQ�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH��������PLOOLRQ�ORVV�RQ�LQYHVWPHQWV��������PLOOLRQ�QRQ�FDVK�OHDVH�H[SHQVH��������PLOOLRQ�LQ�DFTXLUHG�LQ�
SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVH��DQG�������PLOOLRQ�LQ�YDULRXV�DVVHW�LPSDLUPHQW�FKDUJHV�

1HW�FDVK�XVHG�LQ�RSHUDWLQJ�DFWLYLWLHV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������FRQVLVWHG�RI�D�QHW�ORVV�RI��������PLOOLRQ��DGMXVWHG�IRU�D�QHW�LQFUHDVH�LQ
FDVK�GXH�WR�FKDQJHV�LQ�RSHUDWLQJ�DVVHWV�DQG�OLDELOLWLHV�RI�������PLOOLRQ�DQG�QRQ�FDVK�FKDUJHV�RI��������PLOOLRQ��7KH�QHW�FKDQJH�LQ�RSHUDWLQJ�DVVHWV
DQG�OLDELOLWLHV�ZDV�SULPDULO\�GULYHQ�E\��L��D�������PLOOLRQ�GHFUHDVH�LQ�DFFRXQWV�UHFHLYDEOH�IURP�FROOHFWLRQV�RI�%LRVHFXULW\�UHFHLYDEOHV�DQG�WKH�HQG�RI
&29,'����WHVWLQJ�LQ�VFKRROV�LQ��������LL��D�������PLOOLRQ�GHFUHDVH�LQ�SUHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV�SULPDULO\�IURP�GHSOHWLRQ�RI�LQYHQWRU\
FRLQFLGLQJ�ZLWK�WKH�UHGXFWLRQ�RI�%LRVHFXULW\�SURGXFW�UHYHQXH�SOXV�WKH�WLPLQJ�RI�GLUHFWRUV�DQG�RIILFHUV�LQVXUDQFH�SD\PHQWV�LQ�WKH�SULRU�\HDU���LLL��D
�����PLOOLRQ�GHFUHDVH�LQ�RSHUDWLQJ�OHDVH�ULJKW�RI�XVH�DVVHWV�IURP�OHDVH�LQFHQWLYHV�UHFHLYHG���LY��D�������PLOOLRQ�LQFUHDVH�LQ�DFFUXHG�H[SHQVHV�DQG�RWKHU
FXUUHQW�OLDELOLWLHV�SULPDULO\�IURP�DFFUXHG�OLWLJDWLRQ�FRVWV��SDUWLDOO\�RIIVHW�E\��Y��D�������PLOOLRQ�GHFUHDVH�LQ�GHIHUUHG�UHYHQXH�DQG��YL��D�������PLOOLRQ
GHFUHDVH�LQ�RSHUDWLQJ�OHDVH�OLDELOLWLHV�IURP�UHQW�SD\PHQWV��1RQ�FDVK�DGMXVWPHQWV�SULPDULO\�FRQVLVWHG�RI�������PLOOLRQ�RI�GHSUHFLDWLRQ�DQG
DPRUWL]DWLRQ���������PLOOLRQ�RI�VWRFN�EDVHG�FRPSHQVDWLRQ��������PLOOLRQ�ORVV�RQ�LQYHVWPHQWV�LQFOXGLQJ�HTXLW\�PHWKRG�LQYHVWPHQWV�������PLOOLRQ�ORVV
RQ�WKH�FKDQJH�LQ�IDLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLWLHV��������PLOOLRQ�RI�QRQ�FDVK�OHDVH�H[SHQVH���������PLOOLRQ�LQ�LPSDLUPHQWV�RI�ORQJ�OLYHG
DVVHWV��DQG�������PLOOLRQ�ORVV�RQ�GHFRQVROLGDWLRQ�RI�=\PHUJHQ�

,QYHVWLQJ�$FWLYLWLHV

1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������SULPDULO\�FRQVLVWHG�RI�������PLOOLRQ�LQ�SXUFKDVHV�RI�SURSHUW\�DQG
HTXLSPHQW�UHODWHG�WR�D�EXLOG�RXW�RI�QHZ�RIILFH�DQG�ODERUDWRU\�VSDFH�EHLQJ�GHYHORSHG�QHDU�RXU�KHDGTXDUWHUV�������PLOOLRQ�SDLG�IRU�WKH�DFTXLVLWLRQ�RI
FHUWDLQ�=\PHUJHQ�DVVHWV��RIIVHW�E\������PLOOLRQ�LQ�SURFHHGV�IURP�WKH�VDOH�RI�PDUNHWDEOH�VHFXULWLHV�

1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������SULPDULO\�FRQVLVWHG�RI�SXUFKDVHV�RI�SURSHUW\�DQG�HTXLSPHQW�RI������
PLOOLRQ�DVVRFLDWHG�ZLWK�)RXQGU\�FDSDFLW\�DQG�FDSDELOLW\�LQYHVWPHQWV��UHOLQTXLVKPHQW�RI�������PLOOLRQ�LQ�FDVK�XSRQ�WKH�GHFRQVROLGDWLRQ�RI
=\PHUJHQ��RIIVHW�E\������PLOOLRQ�LQ�SURFHHGV�IURP�WKH�VDOH�RI�HTXLSPHQW�

)LQDQFLQJ�$FWLYLWLHV

1HW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������SULPDULO\�FRQVLVWHG�RI�SULQFLSDO�SD\PHQWV�RQ�ILQDQFH�OHDVHV�DQG
SD\PHQWV�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�UHODWHG�WR�EXVLQHVV�DFTXLVLWLRQV�

1HW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������SULPDULO\�FRQVLVWHG�RI�SULQFLSDO�SD\PHQWV�RQ�ILQDQFH�OHDVHV�DQG
SD\PHQWV�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�UHODWHG�WR�EXVLQHVV�DFTXLVLWLRQV�

&ULWLFDO�$FFRXQWLQJ�(VWLPDWHV

2XU�PDQDJHPHQW¶V�GLVFXVVLRQ�DQG�DQDO\VLV�RI�RXU�ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�LV�EDVHG�RQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�
ZKLFK�KDYH�EHHQ�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�*$$3��7KH�SUHSDUDWLRQ�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�UHTXLUHV�XV�WR�PDNH�MXGJPHQWV
DQG�HVWLPDWHV�WKDW�DIIHFW�WKH�UHSRUWHG�DPRXQWV�RI�DVVHWV��OLDELOLWLHV��UHYHQXHV�DQG�H[SHQVHV�DQG�WKH�GLVFORVXUH�RI�FRQWLQJHQW�DVVHWV�DQG�OLDELOLWLHV�LQ
RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��:H�EDVH�RXU�HVWLPDWHV�RQ�KLVWRULFDO�H[SHULHQFH��NQRZQ�WUHQGV�DQG�HYHQWV�DQG�YDULRXV�RWKHU�IDFWRUV�WKDW�ZH
EHOLHYH�WR�EH�UHDVRQDEOH�XQGHU�WKH�FLUFXPVWDQFHV��WKH�UHVXOWV�RI�ZKLFK�IRUP�WKH�EDVLV�IRU�PDNLQJ�MXGJPHQWV�DERXW�WKH�FDUU\LQJ�YDOXHV�RI�DVVHWV�DQG
OLDELOLWLHV�WKDW�DUH�QRW�UHDGLO\�DSSDUHQW�IURP�RWKHU�VRXUFHV��$FWXDO�UHVXOWV�PD\�GLIIHU�IURP�WKHVH�HVWLPDWHV�XQGHU�GLIIHUHQW�DVVXPSWLRQV�RU�FRQGLWLRQV�
2Q�DQ�RQJRLQJ�EDVLV��ZH�HYDOXDWH�RXU�MXGJPHQWV�DQG�HVWLPDWHV�LQ�OLJKW�RI�FKDQJHV�LQ�FLUFXPVWDQFHV��IDFWV�DQG�H[SHULHQFH��7KH�HIIHFWV�RI�PDWHULDO
UHYLVLRQV�LQ�HVWLPDWHV��LI�DQ\��DUH�UHIOHFWHG�LQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�SURVSHFWLYHO\�IURP�WKH�GDWH�RI�FKDQJH�LQ�HVWLPDWHV�

��
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:KLOH�RXU�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV�DUH�GHVFULEHG�LQ�PRUH�GHWDLO�LQ�1RWH���WR�RXU�DXGLWHG�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DSSHDULQJ
HOVHZKHUH�LQ�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.��ZH�EHOLHYH�WKH�IROORZLQJ�DFFRXQWLQJ�SROLFLHV�XVHG�LQ�WKH�SUHSDUDWLRQ�RI�RXU�FRQVROLGDWHG�ILQDQFLDO
VWDWHPHQWV�UHTXLUH�WKH�PRVW�VLJQLILFDQW�MXGJPHQWV�DQG�HVWLPDWHV�

5HYHQXH�5HFRJQLWLRQ

&HOO�(QJLQHHULQJ�5HYHQXH

)RU�FHUWDLQ�&HOO�(QJLQHHULQJ�UHYHQXH�FRQWUDFWV��ZH�UHFRJQL]H�UHYHQXH�RYHU�WKH�SHULRG�RI�SHUIRUPDQFH�XVLQJ�D�PHDVXUH�RI�SURJUHVV�EDVHG�RQ�FRVWV
LQFXUUHG�WR�GDWH�UHODWLYH�WR�WRWDO�H[SHFWHG�FRVWV��L�H���FRVW�WR�FRVW�PHWKRG���$�VLJQLILFDQW�OHYHO�RI�MXGJPHQW�LV�LQYROYHG�LQ�HVWLPDWLQJ�WKH�WRWDO
H[SHFWHG�FRVWV��:KHQ�HVWLPDWLQJ�WRWDO�H[SHFWHG�FRVWV��ZH�PDNH�DVVXPSWLRQV�DQG�HVWLPDWHV�UHJDUGLQJ�WKH�FRQWUDFWHG�VFRSH�RI�ZRUN��WDVNV�UHTXLUHG
WR�FRPSOHWH�HDFK�SURMHFW��WHFKQLFDO�DQG�VFKHGXOH�ULVNV�DVVRFLDWHG�ZLWK�WKH�VFLHQFH��WKH�H[SHFWHG�GXUDWLRQ�RI�HDFK�SURMHFW��DQG�WKH�WRWDO�DPRXQW�RI
LQWHUQDO�DQG�H[WHUQDO�UHVRXUFHV�UHTXLUHG�

2XU�FROODERUDWLRQ�DQG�OLFHQVLQJ�DJUHHPHQWV�RIWHQ�LQFOXGH�PXOWLSOH�SURPLVHV��VXFK�DV��L��OLFHQVHV�DQG�DVVLJQPHQWV�RI�LQWHOOHFWXDO�SURSHUW\�DQG
PDWHULDOV�DQG��LL��UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV��:H�DVVHVV�ZKHWKHU�HDFK�SURPLVH�FRQVWLWXWHV�D�GLVWLQFW�SHUIRUPDQFH�REOLJDWLRQ�EDVHG�RQ�WKH
VSHFLILF�WHUPV�RI�HDFK�DJUHHPHQW��'HWHUPLQLQJ�ZKHWKHU�WKH�SURPLVHV�ZLWKLQ�D�FXVWRPHU�FRQWUDFW�VKRXOG�EH�DFFRXQWHG�IRU�VHSDUDWHO\�DV�GLVWLQFW
SHUIRUPDQFH�REOLJDWLRQV�UHTXLUHV�VLJQLILFDQW�MXGJPHQW��7KHUHIRUH��ZH�UHYLHZ�FXVWRPHU�FRQWUDFWV�WR�LGHQWLI\�DOO�LQGLYLGXDO�SURPLVHV�WR�WUDQVIHU�JRRGV
DQG�VHUYLFHV�WKDW�TXDOLI\�DV�SHUIRUPDQFH�REOLJDWLRQV�

2SWLRQV�WR�DFTXLUH�DGGLWLRQDO�JRRGV�DQG�VHUYLFHV�DUH�HYDOXDWHG�WR�GHWHUPLQH�ZKHWKHU�WKH\�SURYLGH�D�PDWHULDO�ULJKW�WR�WKH�FXVWRPHU�WKDW�ZRXOG�QRW
RWKHUZLVH�EH�DYDLODEOH�ZLWKRXW�HQWHULQJ�LQWR�WKH�FRQWUDFW��-XGJPHQW�LV�UHTXLUHG�WR�DVVHVV�ZKHWKHU�D�FXVWRPHU�RSWLRQ�FRQVWLWXWHV�D�PDWHULDO�ULJKW��,I�D
PDWHULDO�ULJKW�LV�LGHQWLILHG��WKH�RSWLRQ�LV�WUHDWHG�DV�D�VHSDUDWH�SHUIRUPDQFH�REOLJDWLRQ��DQG�WKH�UHYHQXH�DOORFDWHG�WR�WKH�RSWLRQ�LV�GHIHUUHG�XQWLO�WKH
RSWLRQ�LV�HLWKHU�H[HUFLVHG�RU�H[SLUHV�

:H�DOVR�HYDOXDWH�FRQWUDFW�PRGLILFDWLRQV�DQG�DPHQGPHQWV�WR�GHWHUPLQH�ZKHWKHU�DQ\�FKDQJHV�VKRXOG�EH�DFFRXQWHG�IRU�DV�D�VHSDUDWH�FRQWUDFW�
SURVSHFWLYHO\�RU�RQ�D�FXPXODWLYH�FDWFK�XS�EDVLV�

&HUWDLQ�FXVWRPHU�FRQWUDFWV�LQFOXGH�SD\PHQW�LQ�WKH�IRUP�RI�HTXLW\�VHFXULWLHV�RU�RWKHU�ILQDQFLDO�LQVWUXPHQWV�WKDW�FRQYHUW�LQWR�HTXLW\�XSRQ�D�WULJJHULQJ
HYHQW��$Q\�QRQ�FDVK�FRQVLGHUDWLRQ�LV�PHDVXUHG�DW�LWV�HVWLPDWHG�IDLU�YDOXH�DW�FRQWUDFW�LQFHSWLRQ��)RU�HTXLW\�VHFXULWLHV�DQG�ILQDQFLDO�LQVWUXPHQWV�WKDW
DUH�QRW�DFWLYHO\�WUDGHG��ZH�JHQHUDOO\�GHWHUPLQH�WKH�HVWLPDWHG�IDLU�YDOXH�E\�UHIHUHQFLQJ�D�UHFHQW�ILQDQFLQJ�URXQG�RU�XWLOL]LQJ�D�VFHQDULR�EDVHG
YDOXDWLRQ�PRGHO��6LJQLILFDQW�XQREVHUYDEOH�LQSXWV�DUH�XVHG�LQ�WKHVH�YDOXDWLRQV��LQFOXGLQJ�H[SHFWDWLRQV�UHJDUGLQJ�IXWXUH�ILQDQFLQJV�RI�WKH�FXVWRPHU�
VFHQDULR�GDWHV�DQG�SUREDELOLWLHV��H[SHFWHG�YRODWLOLW\��GLVFRXQW�UDWHV��DQG�UHFRYHU\�UDWHV��&KDQJHV�LQ�WKHVH�DVVXPSWLRQV�FDQ�PDWHULDOO\�DIIHFW�WKH�IDLU
YDOXH�RI�WKH�QRQ�FDVK�FRQVLGHUDWLRQ�DQG��FRQVHTXHQWO\��WKH�WRWDO�UHYHQXH�UHFRJQL]HG�IRU�WKH�FRQWUDFW�

,PSDLUPHQW�RI�/RQJ�/LYHG�$VVHWV

:H�UHYLHZ�RXU�ORQJ�OLYHG�DVVHWV�DQG�DVVHW�JURXSV�IRU�LPSDLUPHQW�ZKHQHYHU�HYHQWV�RU�FKDQJHV�LQ�FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�FDUU\LQJ�YDOXH�RI
WKH�DVVHWV�PD\�QRW�EH�UHFRYHUDEOH��5HFRYHUDELOLW\�LV�PHDVXUHG�E\�FRPSDULQJ�WKH�FDUU\LQJ�YDOXH�RI�WKH�ORQJ�OLYHG�DVVHWV�WR�WKH�IXWXUH�XQGLVFRXQWHG
FDVK�IORZV�H[SHFWHG�WR�EH�JHQHUDWHG�E\�WKH�DVVHWV��,Q�GHWHUPLQLQJ�WKH�H[SHFWHG�IXWXUH�FDVK�IORZV��ZH�XVH�DVVXPSWLRQV�EHOLHYHG�WR�EH�UHDVRQDEOH�
EXW�ZKLFK�DUH�XQSUHGLFWDEOH�DQG�LQKHUHQWO\�XQFHUWDLQ��$FWXDO�IXWXUH�FDVK�IORZV�PD\�GLIIHU�IURP�WKH�HVWLPDWHV�XVHG�LQ�LPSDLUPHQW�WHVWLQJ��:H
UHFRJQL]H�DQ�LPSDLUPHQW�ORVV�ZKHQ�DQG�WR�WKH�H[WHQW�WKDW�WKH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�ORQJ�OLYHG�DVVHWV�LV�OHVV�WKDQ�WKHLU�FDUU\LQJ�YDOXH�

*RRGZLOO

:H�DVVHVV�JRRGZLOO�IRU�LPSDLUPHQW�DW�WKH�UHSRUWLQJ�XQLW�OHYHO�RQ�DQ�DQQXDO�EDVLV�GXULQJ�WKH�IRXUWK�TXDUWHU�RU�ZKHQHYHU�HYHQWV�RU�FKDQJHV�LQ
FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�FDUU\LQJ�DPRXQW�PD\�QRW�EH�UHFRYHUDEOH��*RRGZLOO�LPSDLUPHQW�DVVHVVPHQWV�UHTXLUH�D�VLJQLILFDQW�DPRXQW�RI
PDQDJHPHQW�MXGJPHQW�DQG�WKH�XVH�RI�HVWLPDWHV�DQG�DVVXPSWLRQV�WKDW�FRXOG�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�ZKHWKHU�RU�QRW�DQ�LPSDLUPHQW�FKDUJH�LV
UHFRUGHG�DQG�WKH�PDJQLWXGH�RI�VXFK�D�FKDUJH�

'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������GXH�WR�D�VXVWDLQHG�GHFUHDVH�LQ�WKH�PDUNHW�SULFH�RI�RXU�&ODVV�$�FRPPRQ�VWRFN�DQG�PDUNHW�FDSLWDOL]DWLRQ�
ZH�LGHQWLILHG�WKDW�D�SRVVLEOH�LQGLFDWRU�RI�LPSDLUPHQW�ZDV�SUHVHQW�DV�RI�-XQH�����������$V�VXFK��ZH�FRPSOHWHG�D�TXDQWLWDWLYH�LPSDLUPHQW�WHVW�UHODWHG
WR�RXU�&HOO�(QJLQHHULQJ�UHSRUWLQJ�XQLW��7R�FRQGXFW�WKH�LPSDLUPHQW�WHVW�RI�JRRGZLOO��WKH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�ZDV�FRPSDUHG�WR�LWV
FDUU\LQJ�YDOXH��7KH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�&HOO�(QJLQHHULQJ�UHSRUWLQJ�XQLW�ZDV�GHWHUPLQHG�XVLQJ�D�ZHLJKWHG�DSSURDFK�WKDW�FRQVLGHUHG�D
GLVFRXQWHG�FDVK�IORZ��³'&)´��PRGHO�XQGHU�WKH�LQFRPH�DSSURDFK�DQG�WKH�JXLGHOLQH�SXEOLF�FRPSDQ\��³*3&´��PHWKRG�XQGHU�WKH�PDUNHW�DSSURDFK�
,QSXWV�XVHG�LQ�WKH�'&)�PRGHO�LQFOXGHG�WKH�SURMHFWHG�IXWXUH�RSHUDWLQJ�UHVXOWV�RI�WKH�UHSRUWLQJ�XQLW�DQG�WKH�DSSOLFDEOH

��



7DEOH�RI�&RQWHQWV

GLVFRXQW�UDWH��ZKLOH�LQSXWV�XVHG�LQ�WKH�*3&�PHWKRG�FRQVLVWHG�RI�D�UHYHQXH�PXOWLSOH��7KH�SURMHFWHG�IXWXUH�RSHUDWLQJ�UHVXOWV�ZHUH�EDVHG�RQ�KLVWRULFDO
H[SHULHQFH�DQG�LQWHUQDO�DQQXDO�RSHUDWLQJ�SODQV�UHYLHZHG�E\�PDQDJHPHQW��H[WUDSRODWHG�RYHU�WKH�IRUHFDVW�SHULRG��7KH�GLVFRXQW�UDWH�ZDV�GHWHUPLQHG
XVLQJ�D�ZHLJKWHG�DYHUDJH�FRVW�RI�FDSLWDO�DGMXVWHG�IRU�ULVN�IDFWRUV�VSHFLILF�WR�WKH�UHSRUWLQJ�XQLW��7KH�UHYHQXH�PXOWLSOH�ZDV�EDVHG�RQ�WKH�*3&�PHWKRG
XVLQJ�FRPSDUDEOH�SXEOLFO\�WUDGHG�FRPSDQ\�PXOWLSOHV�RI�UHYHQXH�IRU�D�JURXS�RI�EHQFKPDUN�FRPSDQLHV��7KH�'&)�PHWKRG�ZDV�ZHLJKWHG�����DQG�WKH
*3&������:H�UHFRQFLOHG�WKH�UHVXOWLQJ�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�WR�RXU�PDUNHW�FDSLWDOL]DWLRQ�WR�FRUURERUDWH�WKH�IDLU�YDOXH�HVWLPDWH�XVHG�LQ�WKH
LPSDLUPHQW�WHVW�

7KH�LQWHULP�LPSDLUPHQW�WHVW�LQGLFDWHG�WKDW�WKH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�ZDV�OHVV�WKDQ�LWV�FDUU\LQJ�YDOXH��$V�D�UHVXOW��ZH�IXOO\
LPSDLUHG�JRRGZLOO�DQG�UHFRUGHG�DQ�LPSDLUPHQW�ORVV�RI�������PLOOLRQ�LQ�WKH�VHFRQG�TXDUWHU�RI������DQG�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

,QYHVWPHQWV�LQ�1RQ�0DUNHWDEOH�(TXLW\�6HFXULWLHV

:H�DFFRXQW�IRU�RXU�QRQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV�XVLQJ�WKH�PHDVXUHPHQW�DOWHUQDWLYH��ZKHUH�WKH�FDUU\LQJ�YDOXH�LV�PHDVXUHG�DW�FRVW��OHVV�DQ\
LPSDLUPHQW��SOXV�RU�PLQXV�FKDQJHV�UHVXOWLQJ�IURP�REVHUYDEOH�SULFH�FKDQJHV�LQ�RUGHUO\�WUDQVDFWLRQV�IRU�WKH�LGHQWLFDO�RU�D�VLPLODU�LQYHVWPHQW�RI�WKH
VDPH�LVVXHU��'HWHUPLQLQJ�ZKHWKHU�DQ�REVHUYHG�WUDQVDFWLRQ�LV�VLPLODU�WR�WKH�VHFXULW\�RZQHG�E\�XV�UHTXLUHV�MXGJPHQW�EDVHG�RQ�WKH�ULJKWV�DQG
REOLJDWLRQV�RI�WKH�LQYHVWPHQWV�

:H�HYDOXDWH�QRQ�PDUNHWDEOH�HTXLW\�LQYHVWPHQWV�IRU�LPSDLUPHQW�RQ�D�TXDUWHUO\�EDVLV��FRQVLGHULQJ�ERWK�TXDOLWDWLYH�DQG�TXDQWLWDWLYH�IDFWRUV�WKDW�PD\
KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�LQYHVWPHQW¶V�IDLU�YDOXH��4XDOLWDWLYH�IDFWRUV�FRQVLGHUHG�LQFOXGH�WKH�FRPSDQLHV¶�ILQDQFLDO�DQG�OLTXLGLW\�SRVLWLRQ�
DFFHVV�WR�FDSLWDO�UHVRXUFHV��DGYHUVH�FKDQJHV�LQ�WKH�HFRQRPLF�HQYLURQPHQW�RI�WKH�LQYHVWHH��DQG�DGYHUVH�FKDQJHV�LQ�WKH�EXVLQHVV�SURVSHFWV�RI�WKH
LQYHVWHH��DPRQJ�RWKHUV��:KHQ�LQGLFDWRUV�RI�LPSDLUPHQW�H[LVW��ZH�SUHSDUH�TXDQWLWDWLYH�DVVHVVPHQWV�RI�WKH�IDLU�YDOXH�RI�RXU�QRQ�PDUNHWDEOH�HTXLW\
VHFXULWLHV�XVLQJ�PDUNHW�DQG�LQFRPH�DSSURDFKHV�WKDW�UHTXLUH�MXGJPHQW�DQG�WKH�XVH�RI�HVWLPDWHV��LQFOXGLQJ�GLVFRXQW�UDWHV��DVVXPSWLRQV�DURXQG�WKH
LQYHVWHHV
�H[SHFWHG�WLPH�WR�H[LW�HYHQW��LQYHVWHH�UHYHQXHV�DQG�H[SHQVHV��DQG�FRPSDUDEOH�PDUNHW�GDWD�RI�JXLGHOLQH�SXEOLF�FRPSDQLHV��DPRQJ�RWKHUV�
:KHQ�RXU�DVVHVVPHQW�LQGLFDWHV�WKDW�DQ�LPSDLUPHQW�H[LVWV��ZH�ZULWH�GRZQ�WKH�LQYHVWPHQW�WR�LWV�IDLU�YDOXH�

5HFHQWO\�,VVXHG�$FFRXQWLQJ�3URQRXQFHPHQWV

6HH�1RWH����³6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV�´�RI�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�FRQWDLQHG�LQ�3DUW�,,��,WHP���RI�WKLV�$QQXDO
5HSRUW�RQ�)RUP����.�IRU�D�GLVFXVVLRQ�RI�UHFHQWO\�LVVXHG�DFFRXQWLQJ�SURQRXQFHPHQWV�

,WHP��$��4XDQWLWDWLYH�DQG�4XDOLWDWLYH�'LVFORVXUHV�$ERXW�0DUNHW�5LVN�

,QWHUHVW�5DWH�5LVN

:H�DUH�H[SRVHG�WR�PDUNHW�ULVN�UHODWHG�WR�FKDQJHV�LQ�LQWHUHVW�UDWHV��2XU�SULPDU\�H[SRVXUH�WR�PDUNHW�ULVN�LV�LQWHUHVW�UDWH�VHQVLWLYLW\��ZKLFK�LV�DIIHFWHG
E\�FKDQJHV�LQ�WKH�JHQHUDO�OHYHO�RI�8�6��LQWHUHVW�UDWHV��SDUWLFXODUO\�EHFDXVH�RXU�FDVK�HTXLYDOHQWV�KDYH�KLVWRULFDOO\�EHHQ�LQYHVWHG�LQ�VKRUW�WHUP�8�6�
7UHDVXU\�REOLJDWLRQV��+RZHYHU��EHFDXVH�RI�WKH�VKRUW�WHUP�QDWXUH�RI�WKH�LQVWUXPHQWV�LQ�RXU�SRUWIROLR�DV�RI�'HFHPEHU�����������DQ�LPPHGLDWH�FKDQJH
LQ�PDUNHW�LQWHUHVW�UDWHV�RI�����EDVLV�SRLQWV�ZRXOG�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�WKH�IDLU�PDUNHW�YDOXH�RI�RXU�FDVK�DQG�FDVK�HTXLYDOHQWV�RU�RQ�RXU
ILQDQFLDO�SRVLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQV��,Q�)HEUXDU\�������ZH�H[SDQGHG�RXU�LQYHVWPHQW�RI�H[FHVV�FDVK�DQG�FDVK�HTXLYDOHQWV�WR�LQFOXGH�8�6�
7UHDVXULHV��FRUSRUDWH�SDSHUV�DQG�ERQGV��EDQN�REOLJDWLRQV�DQG�FHUWLILFDWHV��DQG�RWKHU�LQWHUHVW�EHDULQJ�VHFXULWLHV��ZKHUHE\�QR�XQGHUO\LQJ�VHFXULW\
PD\�KDYH�D�WHUP�JUHDWHU�WKDQ�WZR�\HDUV�DQG�LQ�ZKLFK�WKH�HQWLUH�SRUWIROLR�ZRXOG�KDYH�ZHLJKWHG�DYHUDJH�PDWXULW\�RI�VL[�PRQWKV�RU�OHVV��$Q�LPPHGLDWH
FKDQJH�LQ�PDUNHW�LQWHUHVW�UDWHV�RI�����EDVLV�SRLQWV�RQ�WKH�QHZ�LQYHVWPHQWV�ZRXOG�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�WKH�IDLU�PDUNHW�YDOXH�RI�RXU�FDVK
DQG�FDVK�HTXLYDOHQWV�RU�RQ�RXU�ILQDQFLDO�SRVLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQV�

)RUHLJQ�&XUUHQF\�([FKDQJH�5DWH�5LVN

:H�DUH�VXEMHFW�WR�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWH�ULVN�IURP�WKH�WUDQVODWLRQ�RI�WKH�ILQDQFLDO�VWDWHPHQWV�RI�RXU�IRUHLJQ�VXEVLGLDULHV��ZKRVH�ILQDQFLDO
FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�DUH�UHSRUWHG�LQ�WKHLU�ORFDO�FXUUHQFLHV�DQG�WKHQ�WUDQVODWHG�LQWR�8�6��GROODUV�DW�WKH�DSSOLFDEOH�FXUUHQF\�H[FKDQJH
UDWH�IRU�LQFOXVLRQ�LQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��)RUHLJQ�FXUUHQF\�WUDQVODWLRQ��ORVV��JDLQ�ZDV��������PLOOLRQ�DQG������PLOOLRQ�IRU�WKH�\HDUV
HQGHG�'HFHPEHU����������DQG�������UHVSHFWLYHO\��)RUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV�DUH�DFFRXQWHG�IRU�DV�D�FRPSRQHQW�RI�DFFXPXODWHG�RWKHU
FRPSUHKHQVLYH��ORVV��LQFRPH�ZLWKLQ�VWRFNKROGHUV¶�HTXLW\��$GGLWLRQDOO\��ZH�KDYH�FRQWUDFWHG�ZLWK�DQG�PD\�FRQWLQXH�WR�FRQWUDFW�ZLWK�IRUHLJQ
FXVWRPHUV��VXSSOLHUV��DQG�FRQWUDFWRUV��:H�GR�QRW�EHOLHYH�WKDW�DQ�LPPHGLDWH�����LQFUHDVH�RU�GHFUHDVH�LQ�WKH�UHODWLYH�YDOXH�RI�WKH�8�6��GROODU�WR�RWKHU
FXUUHQFLHV�ZRXOG�KDYH�D�PDWHULDO�HIIHFW�RQ�RSHUDWLQJ�UHVXOWV�RU�ILQDQFLDO�FRQGLWLRQ�

��



7DEOH�RI�&RQWHQWV

,QIODWLRQ�5LVN

,QIODWLRQ�JHQHUDOO\�DIIHFWV�XV�E\�LQFUHDVLQJ�RXU�FRVW�RI�ODERU��ODERUDWRU\�VXSSOLHV��FRQVXPDEOHV�DQG�HTXLSPHQW��:H�GR�QRW�EHOLHYH�WKDW�LQIODWLRQ�KDG
D�PDWHULDO�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQV�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������

,WHP����)LQDQFLDO�6WDWHPHQWV�DQG�6XSSOHPHQWDU\�'DWD�

2XU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��WRJHWKHU�ZLWK�WKH�UHSRUW�RI�RXU�LQGHSHQGHQW�UHJLVWHUHG�SXEOLF�DFFRXQWLQJ�ILUP��DSSHDU�EHJLQQLQJ�RQ�SDJH�)��
LQ�3DUW�,9��,WHP�����³([KLELWV��)LQDQFLDO�6WDWHPHQW�6FKHGXOHV´�DQG�DUH�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�

��



7DEOH�RI�&RQWHQWV

,WHP����&KDQJHV�LQ�DQG�'LVDJUHHPHQWV�:LWK�$FFRXQWDQWV�RQ�$FFRXQWLQJ�DQG�)LQDQFLDO�'LVFORVXUH�

1RQH�

��



7DEOH�RI�&RQWHQWV

,WHP��$��&RQWUROV�DQG�3URFHGXUHV�

(YDOXDWLRQ�RI�'LVFORVXUH�&RQWUROV�DQG�3URFHGXUHV

8QGHU�WKH�VXSHUYLVLRQ�DQG�ZLWK�WKH�SDUWLFLSDWLRQ�RI�RXU�PDQDJHPHQW��LQFOXGLQJ�RXU�&KLHI�([HFXWLYH�2IILFHU�DQG�&KLHI�)LQDQFLDO�2IILFHU��ZH�HYDOXDWHG
WKH�HIIHFWLYHQHVV�RI�RXU�GLVFORVXUH�FRQWUROV�DQG�SURFHGXUHV��DV�WKDW�WHUP�LV�GHILQHG�LQ�5XOHV���D����H��DQG���G����H��XQGHU�WKH�6HFXULWLHV�([FKDQJH
$FW�RI�������DV�DPHQGHG��WKH�³([FKDQJH�$FW´���DV�RI�'HFHPEHU�����������ZKLFK�LV�WKH�HQG�RI�WKH�SHULRG�FRYHUHG�E\�WKLV�$QQXDO�5HSRUW��%DVHG�RQ
WKLV�HYDOXDWLRQ��RXU�&KLHI�([HFXWLYH�2IILFHU�DQG�&KLHI�)LQDQFLDO�2IILFHU�FRQFOXGHG�WKDW�WKH�&RPSDQ\¶V�GLVFORVXUH�FRQWUROV�DQG�SURFHGXUHV�ZHUH
HIIHFWLYH�DV�RI�'HFHPEHU����������

0DQDJHPHQW¶V�$QQXDO�5HSRUW�RQ�,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ

2XU�PDQDJHPHQW�LV�UHVSRQVLEOH�IRU�HVWDEOLVKLQJ�DQG�PDLQWDLQLQJ�DGHTXDWH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�VXFK�WHUPV�DUH�GHILQHG�LQ
([FKDQJH�$FW�5XOHV���D����I��DQG���G����I���2XU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LV�D�IUDPHZRUN�GHVLJQHG�XQGHU�WKH�VXSHUYLVLRQ�DQG�ZLWK
WKH�SDUWLFLSDWLRQ�RI�RXU�PDQDJHPHQW��LQFOXGLQJ�RXU�&KLHI�([HFXWLYH�2IILFHU�DQG�&KLHI�)LQDQFLDO�2IILFHU��DQG�HIIHFWHG�E\�RXU�ERDUG�RI�GLUHFWRUV�
PDQDJHPHQW��DQG�RWKHU�SHUVRQQHO��WR�SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�WKH�UHOLDELOLW\�RI�ILQDQFLDO�UHSRUWLQJ�DQG�WKH�SUHSDUDWLRQ�RI�RXU
ILQDQFLDO�VWDWHPHQWV�IRU�H[WHUQDO�SXUSRVHV�LQ�DFFRUGDQFH�ZLWK�*$$3��2XU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LQFOXGHV�WKRVH�SROLFLHV�DQG
SURFHGXUHV�WKDW���L��SHUWDLQ�WR�WKH�PDLQWHQDQFH�RI�UHFRUGV�WKDW��LQ�UHDVRQDEOH�GHWDLO��DFFXUDWHO\�DQG�IDLUO\�UHIOHFW�WKH�WUDQVDFWLRQV�DQG�GLVSRVLWLRQV�RI
RXU�DVVHWV���LL��SURYLGH�UHDVRQDEOH�DVVXUDQFH�WKDW�WUDQVDFWLRQV�DUH�UHFRUGHG�DV�QHFHVVDU\�WR�SHUPLW�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�LQ
DFFRUGDQFH�ZLWK�*$$3��DQG�WKDW�RXU�UHFHLSWV�DQG�H[SHQGLWXUHV�DUH�EHLQJ�PDGH�RQO\�LQ�DFFRUGDQFH�ZLWK�DXWKRUL]DWLRQV�RI�PDQDJHPHQW�DQG�RXU
GLUHFWRUV��DQG��LLL��SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�SUHYHQWLRQ�RU�WLPHO\�GHWHFWLRQ�RI�XQDXWKRUL]HG�DFTXLVLWLRQ��XVH�RU�GLVSRVLWLRQ�RI�RXU
DVVHWV�WKDW�FRXOG�KDYH�D�PDWHULDO�HIIHFW�RQ�WKH�ILQDQFLDO�VWDWHPHQWV�

$V�RI�'HFHPEHU�����������RXU�PDQDJHPHQW�FRQGXFWHG�DQ�HYDOXDWLRQ�RI�WKH�HIIHFWLYHQHVV�RI�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�EDVHG�RQ
WKH�FULWHULD�HVWDEOLVKHG�E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�2UJDQL]DWLRQV�RI�WKH�7UHDGZD\�&RPPLVVLRQ��&262��LQ�,QWHUQDO�&RQWURO���,QWHJUDWHG
)UDPHZRUN���������%DVHG�RQ�WKLV�HYDOXDWLRQ��ZH�FRQFOXGHG�WKDW�WKH�&RPSDQ\
V�V\VWHP�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�ZDV�HIIHFWLYH�DV
RI�'HFHPEHU����������

7KH�HIIHFWLYHQHVV�RI�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�'HFHPEHU����������KDV�EHHQ�DXGLWHG�E\�RXU�LQGHSHQGHQW�UHJLVWHUHG�SXEOLF
DFFRXQWLQJ�ILUP��'HORLWWH�	�7RXFKH�//3��DV�VWDWHG�LQ�WKHLU�UHSRUW�ZKLFK�LV�LQFOXGHG�KHUHLQ�

5HPHGLDWLRQ�RI�3UHYLRXVO\�5HSRUWHG�0DWHULDO�:HDNQHVV�LQ�,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ

,Q�SUHSDULQJ�RXU�ILQDQFLDO�VWDWHPHQWV�LQ�FRQQHFWLRQ�ZLWK�RXU�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������DQG�FRQWLQXLQJ
WKURXJK�WKH�QLQH�PRQWKV�HQGHG�6HSWHPEHU�����������ZH�SUHYLRXVO\�LGHQWLILHG�D�PDWHULDO�ZHDNQHVV�LQ�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�
7KH�PDWHULDO�ZHDNQHVV�UHODWHG�WR�LQHIIHFWLYH�PDQDJHPHQW�UHYLHZ�FRQWUROV�WR�DGGUHVV�WKH�ULVNV�RI�PDWHULDO�PLVVWDWHPHQW�RI�YDULRXV�VLJQLILFDQW
DFFRXQWV��0DQDJHPHQW¶V�HYDOXDWLRQ�RI�WKH�FRPSOHWHQHVV�DQG�DFFXUDF\�RI�GDWD�XVHG�LQ�WKH�SHUIRUPDQFH�RI�LWV�FRQWUROV�ZDV�LQVXIILFLHQW��DV�ZDV�WKH
SUHFLVLRQ�RI�WKH�UHYLHZ��LGHQWLILFDWLRQ�DQG�UHVROXWLRQ�RI�LWHPV�UHTXLULQJ�IROORZ�XS��DQG�RU�WLPHOLQHVV�RI�WKH�UHYLHZ�

)ROORZLQJ�WKH�LGHQWLILFDWLRQ�RI�WKH�PDWHULDO�ZHDNQHVV��DQG�ZLWK�WKH�RYHUVLJKW�RI�WKH�$XGLW�&RPPLWWHH��ZH�FRPPHQFHG�UHPHGLDWLRQ�HIIRUWV�WKDW
FRQWLQXHG�GXULQJ�ILVFDO������WR�DGGUHVV�WKH�PDWHULDO�ZHDNQHVV�DQG�HQKDQFH�RXU�FRQWURO�HQYLURQPHQW��LQFOXGLQJ�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO
UHSRUWLQJ��2XU�UHPHGLDWLRQ�HIIRUWV�LQFOXGHG�

� (PSOR\HH�WUDLQLQJ�UHODWHG�WR�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�VSHFLILFDOO\�IRFXVHG�RQ�GDWD�XVHG�LQ�WKH�RSHUDWLRQ�RI�PDQDJHPHQW
UHYLHZ�FRQWUROV�DQG�WKH�H[HFXWLRQ�RI�PDQDJHPHQW�UHYLHZ�FRQWUROV�ZLWK�DQ�DSSURSULDWH�OHYHO�RI�SUHFLVLRQ�DQG�DSSURSULDWH�GRFXPHQWDWLRQ�RI
WKH�LGHQWLILFDWLRQ�DQG�UHVROXWLRQ�RI�IROORZ�XS�LWHPV�

� ,PSOHPHQWDWLRQ�DQG�HQKDQFHPHQW�RI�FRQWURO�DFWLYLWLHV��LQFOXGLQJ�DXWRPDWLRQ�RI�FHUWDLQ�FRQWURO�SURFHVVHV��DQG�

� 'HYHORSPHQW�RI�RWKHU�WRROV�DQG�HQDEOHUV��LQFOXGLQJ�LQFUHDVLQJ�WKH�VWDQGDUGL]DWLRQ�RI�FRQWURO�VXSSRUW�DQG�GRFXPHQWDWLRQ�

%DVHG�RQ�WKHVH�UHPHGLDWLRQ�DFWLRQV��DV�ZHOO�DV�WHVWLQJ�WKH�RSHUDWLQJ�HIIHFWLYHQHVV�RI�WKH�DSSOLFDEOH�ILQDQFLDO�UHSRUWLQJ�FRQWUROV�RYHU�D�VXVWDLQHG
SHULRG�RI�ILQDQFLDO�UHSRUWLQJ�F\FOHV��ZH�KDYH�FRQFOXGHG�WKDW�WKH�SUHYLRXVO\�UHSRUWHG�PDWHULDO�ZHDNQHVV�KDV�EHHQ�HIIHFWLYHO\�UHPHGLDWHG�DV�RI
'HFHPEHU����������

��



7DEOH�RI�&RQWHQWV

&KDQJHV�LQ�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ

([FHSW�DV�RWKHUZLVH�QRWHG�DERYH�XQGHU�³5HPHGLDWLRQ�RI�3UHYLRXVO\�5HSRUWHG�0DWHULDO�:HDNQHVV�LQ�,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ´�
WKHUH�ZHUH�QR�FKDQJHV�LQ�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��DV�VXFK�WHUP�LV�GHILQHG�LQ�([FKDQJH�$FW�5XOH���D����I��DQG���G����I���GXULQJ
WKH�PRVW�UHFHQW�ILVFDO�TXDUWHU�WKDW�KDYH�PDWHULDOO\�DIIHFWHG��RU�DUH�UHDVRQDEO\�OLNHO\�WR�PDWHULDOO\�DIIHFW��RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�

5(3257�2)�,1'(3(1'(17�5(*,67(5('�38%/,&�$&&2817,1*�),50

7R�WKH�VWRFNKROGHUV�DQG�WKH�%RDUG�RI�'LUHFWRUV�RI�*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

2SLQLRQ�RQ�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ

:H�KDYH�DXGLWHG�WKH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�RI�*LQNJR�%LRZRUNV�+ROGLQJV��,QF���WKH�³&RPSDQ\´��DV�RI�'HFHPEHU�����������EDVHG
RQ�FULWHULD�HVWDEOLVKHG�LQ�,QWHUQDO�&RQWURO���,QWHJUDWHG�)UDPHZRUN��������LVVXHG�E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�2UJDQL]DWLRQV�RI�WKH�7UHDGZD\
&RPPLVVLRQ��&262��
,Q�RXU�RSLQLRQ��WKH�&RPSDQ\�PDLQWDLQHG��LQ�DOO�PDWHULDO�UHVSHFWV��HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�'HFHPEHU�����������EDVHG
RQ�FULWHULD�HVWDEOLVKHG�LQ�,QWHUQDO�&RQWURO���,QWHJUDWHG�)UDPHZRUN��������LVVXHG�E\�&262�

:H�KDYH�DOVR�DXGLWHG��LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�6WDWHV���3&$2%���WKH
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DV�RI�DQG�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������RI�WKH�&RPSDQ\�DQG�RXU�UHSRUW�GDWHG�)HEUXDU\����������
H[SUHVVHG�DQ�XQTXDOLILHG�RSLQLRQ�RQ�WKRVH�ILQDQFLDO�VWDWHPHQWV�

%DVLV�IRU�2SLQLRQ

7KH�&RPSDQ\¶V�PDQDJHPHQW�LV�UHVSRQVLEOH�IRU�PDLQWDLQLQJ�HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DQG�IRU�LWV�DVVHVVPHQW�RI�WKH
HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��LQFOXGHG�LQ�WKH�DFFRPSDQ\LQJ�0DQDJHPHQW¶V�$QQXDO�5HSRUW�RQ�,QWHUQDO�&RQWURO�RYHU
)LQDQFLDO�5HSRUWLQJ��2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKH�&RPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�EDVHG�RQ�RXU�DXGLW��:H
DUH�D�SXEOLF�DFFRXQWLQJ�ILUP�UHJLVWHUHG�ZLWK�WKH�3&$2%�DQG�DUH�UHTXLUHG�WR�EH�LQGHSHQGHQW�ZLWK�UHVSHFW�WR�WKH�&RPSDQ\�LQ�DFFRUGDQFH�ZLWK�WKH
8�6��IHGHUDO�VHFXULWLHV�ODZV�DQG�WKH�DSSOLFDEOH�UXOHV�DQG�UHJXODWLRQV�RI�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�DQG�WKH�3&$2%�

:H�FRQGXFWHG�RXU�DXGLW�LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3&$2%��7KRVH�VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�SHUIRUP�WKH�DXGLW�WR�REWDLQ
UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�ZDV�PDLQWDLQHG�LQ�DOO�PDWHULDO�UHVSHFWV��2XU�DXGLW�LQFOXGHG
REWDLQLQJ�DQ�XQGHUVWDQGLQJ�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��DVVHVVLQJ�WKH�ULVN�WKDW�D�PDWHULDO�ZHDNQHVV�H[LVWV��WHVWLQJ�DQG�HYDOXDWLQJ�WKH
GHVLJQ�DQG�RSHUDWLQJ�HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�EDVHG�RQ�WKH�DVVHVVHG�ULVN��DQG�SHUIRUPLQJ�VXFK�RWKHU�SURFHGXUHV�DV�ZH�FRQVLGHUHG
QHFHVVDU\�LQ�WKH�FLUFXPVWDQFHV��:H�EHOLHYH�WKDW�RXU�DXGLW�SURYLGHV�D�UHDVRQDEOH�EDVLV�IRU�RXU�RSLQLRQ�

'HILQLWLRQ�DQG�/LPLWDWLRQV�RI�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ

$�FRPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LV�D�SURFHVV�GHVLJQHG�WR�SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�WKH�UHOLDELOLW\�RI�ILQDQFLDO
UHSRUWLQJ�DQG�WKH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�IRU�H[WHUQDO�SXUSRVHV�LQ�DFFRUGDQFH�ZLWK�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��$
FRPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LQFOXGHV�WKRVH�SROLFLHV�DQG�SURFHGXUHV�WKDW�����SHUWDLQ�WR�WKH�PDLQWHQDQFH�RI�UHFRUGV�WKDW��LQ
UHDVRQDEOH�GHWDLO��DFFXUDWHO\�DQG�IDLUO\�UHIOHFW�WKH�WUDQVDFWLRQV�DQG�GLVSRVLWLRQV�RI�WKH�DVVHWV�RI�WKH�FRPSDQ\������SURYLGH�UHDVRQDEOH�DVVXUDQFH
WKDW�WUDQVDFWLRQV�DUH�UHFRUGHG�DV�QHFHVVDU\�WR�SHUPLW�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�LQ�DFFRUGDQFH�ZLWK�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ
SULQFLSOHV��DQG�WKDW�UHFHLSWV�DQG�H[SHQGLWXUHV�RI�WKH�FRPSDQ\�DUH�EHLQJ�PDGH�RQO\�LQ�DFFRUGDQFH�ZLWK�DXWKRUL]DWLRQV�RI�PDQDJHPHQW�DQG�GLUHFWRUV
RI�WKH�FRPSDQ\��DQG�����SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�SUHYHQWLRQ�RU�WLPHO\�GHWHFWLRQ�RI�XQDXWKRUL]HG�DFTXLVLWLRQ��XVH��RU�GLVSRVLWLRQ�RI
WKH�FRPSDQ\¶V�DVVHWV�WKDW�FRXOG�KDYH�D�PDWHULDO�HIIHFW�RQ�WKH�ILQDQFLDO�VWDWHPHQWV�

%HFDXVH�RI�LWV�LQKHUHQW�OLPLWDWLRQV��LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�PD\�QRW�SUHYHQW�RU�GHWHFW�PLVVWDWHPHQWV��$OVR��SURMHFWLRQV�RI�DQ\
HYDOXDWLRQ�RI�HIIHFWLYHQHVV�WR�IXWXUH�SHULRGV�DUH�VXEMHFW�WR�WKH�ULVN�WKDW�FRQWUROV�PD\�EHFRPH�LQDGHTXDWH�EHFDXVH�RI�FKDQJHV�LQ�FRQGLWLRQV��RU�WKDW
WKH�GHJUHH�RI�FRPSOLDQFH�ZLWK�WKH�SROLFLHV�RU�SURFHGXUHV�PD\�GHWHULRUDWH�

�V��'HORLWWH�	�7RXFKH�//3

%RVWRQ��0DVVDFKXVHWWV
)HEUXDU\���������

��
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,WHP��%��2WKHU�,QIRUPDWLRQ�

1RQH�

,WHP��&��'LVFORVXUH�5HJDUGLQJ�)RUHLJQ�-XULVGLFWLRQV�WKDW�3UHYHQW�,QVSHFWLRQV�

1RW�DSSOLFDEOH��

��
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3$57�,,,

,WHP�����'LUHFWRUV��([HFXWLYH�2IILFHUV�DQG�&RUSRUDWH�*RYHUQDQFH�

7KH�LQIRUPDWLRQ�UHTXLUHG�E\�WKLV�LWHP�LV�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�WKH�UHOHYDQW�LQIRUPDWLRQ�IURP�RXU�GHILQLWLYH�3UR[\�6WDWHPHQW�IRU�RXU�����
$QQXDO�0HHWLQJ�RI�6KDUHKROGHUV��ZKLFK�ZLOO�EH�ILOHG�QRW�ODWHU�WKDQ�����GD\V�DIWHU�'HFHPEHU����������

,QVLGHU�7UDGLQJ�&RPSOLDQFH�3ROLF\
7KH�&RPSDQ\�KDV�DGRSWHG�DQ�,QVLGHU�7UDGLQJ�&RPSOLDQFH�3ROLF\�JRYHUQLQJ�WKH�SXUFKDVH��VDOH�DQG�RU�RWKHU�GLVSRVLWLRQ�RI�LWV�VHFXULWLHV�E\
GLUHFWRUV��RIILFHUV�DQG�HPSOR\HHV��RU�WKH�&RPSDQ\�LWVHOI��WKDW�LW�EHOLHYHV�LV�UHDVRQDEO\�GHVLJQHG�WR�SURPRWH�FRPSOLDQFH�ZLWK�LQVLGHU�WUDGLQJ�ODZV�
UXOHV�DQG�UHJXODWLRQV�DQG�DSSOLFDEOH�1<6(�OLVWLQJ�VWDQGDUGV��$�FRS\�RI�WKH�&RPSDQ\¶V�,QVLGHU�7UDGLQJ�&RPSOLDQFH�3ROLF\�LV�ILOHG�ZLWK�WKLV�$QQXDO
5HSRUW�RQ�)RUP����.�DV�([KLELW������

,WHP�����([HFXWLYH�&RPSHQVDWLRQ�

7KH�LQIRUPDWLRQ�UHTXLUHG�E\�WKLV�LWHP�LV�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�WKH�UHOHYDQW�LQIRUPDWLRQ�IURP�RXU�GHILQLWLYH�3UR[\�6WDWHPHQW�IRU�RXU�����
$QQXDO�0HHWLQJ�RI�6KDUHKROGHUV��ZKLFK�ZLOO�EH�ILOHG�QRW�ODWHU�WKDQ�����GD\V�DIWHU�'HFHPEHU����������

,WHP�����6HFXULW\�2ZQHUVKLS�RI�&HUWDLQ�%HQHILFLDO�2ZQHUV�DQG�0DQDJHPHQW�DQG�5HODWHG�6WRFNKROGHU�0DWWHUV�

7KH�LQIRUPDWLRQ�UHTXLUHG�E\�WKLV�LWHP�LV�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�WKH�UHOHYDQW�LQIRUPDWLRQ�IURP�RXU�GHILQLWLYH�3UR[\�6WDWHPHQW�IRU�RXU�����
$QQXDO�0HHWLQJ�RI�6KDUHKROGHUV��ZKLFK�ZLOO�EH�ILOHG�QRW�ODWHU�WKDQ�����GD\V�DIWHU�'HFHPEHU����������

,WHP�����&HUWDLQ�5HODWLRQVKLSV�DQG�5HODWHG�7UDQVDFWLRQV��DQG�'LUHFWRU�,QGHSHQGHQFH�

7KH�LQIRUPDWLRQ�UHTXLUHG�E\�WKLV�LWHP�LV�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�WKH�UHOHYDQW�LQIRUPDWLRQ�IURP�RXU�GHILQLWLYH�3UR[\�6WDWHPHQW�IRU�RXU�����
$QQXDO�0HHWLQJ�RI�6KDUHKROGHUV��ZKLFK�ZLOO�EH�ILOHG�QRW�ODWHU�WKDQ�����GD\V�DIWHU�'HFHPEHU����������

,WHP�����3ULQFLSDO�$FFRXQWLQJ�)HHV�DQG�6HUYLFHV��

7KH�LQIRUPDWLRQ�UHTXLUHG�E\�WKLV�LWHP�LV�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�WKH�UHOHYDQW�LQIRUPDWLRQ�IURP�RXU�GHILQLWLYH�3UR[\�6WDWHPHQW�IRU�RXU�����
$QQXDO�0HHWLQJ�RI�6KDUHKROGHUV��ZKLFK�ZLOO�EH�ILOHG�QRW�ODWHU�WKDQ�����GD\V�DIWHU�'HFHPEHU����������

��



7DEOH�RI�&RQWHQWV

3$57�,9

,WHP�����([KLELWV��)LQDQFLDO�6WDWHPHQW�6FKHGXOHV�

��� $V�SDUW�RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.��WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DUH�OLVWHG�LQ�WKH�DFFRPSDQ\LQJ�LQGH[�WR�ILQDQFLDO
VWDWHPHQWV�RQ�SDJH�)���

��� )LQDQFLDO�VWDWHPHQW�VFKHGXOHV�KDYH�EHHQ�RPLWWHG�EHFDXVH�WKH\�DUH�HLWKHU�QRW�UHTXLUHG�RU�QRW�DSSOLFDEOH�RU�WKH�LQIRUPDWLRQ�LV�LQFOXGHG�LQ
WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RU�WKH�QRWHV�WKHUHWR�

��� ([KLELWV�

([KLELW�1XPEHU 'HVFULSWLRQ
��� 0HUJHU�$JUHHPHQW��GDWHG�DV�RI�0D\�����������E\�DQG�DPRQJ�6RDULQJ�(DJOH�$FTXLVLWLRQ�&RUS���6($&�0HUJHU�6XE�,QF��DQG

*LQNJR�%LRZRUNV��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����RI�651*¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�ZLWK�WKH�6(&�RQ
0D\����������

��� $PHQGPHQW�WR�WKH�$JUHHPHQW�DQG�3ODQ�RI�0HUJHU��GDWHG�DV�RI�0D\�����������E\�DQG�DPRQJ�6RDULQJ�(DJOH�$FTXLVLWLRQ�&RUS��
6($&�0HUJHU�6XE�,QF��DQG�*LQNJR�%LRZRUNV��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�651*¶V�4XDUWHUO\�5HSRUW�RQ�)RUP
���4��)LOH�1R�������������IRU�WKH�TXDUWHU�HQGHG�0DUFK�����������ILOHG�ZLWK�WKH�6(&�RQ�0D\����������

��� $PHQGHG�DQG�5HVWDWHG�&HUWLILFDWH�RI�,QFRUSRUDWLRQ�RI�*LQNJR�%LRZRUNV�+ROGLQJV��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW����
RI�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�ZLWK�WKH�6(&�RQ�$XJXVW����������

��� $PHQGHG�DQG�5HVWDWHG�%\ODZV�RI�*LQNJR�%LRZRUNV�+ROGLQJV��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����RI�WKH�&RPSDQ\¶V
&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�ZLWK�WKH�6(&�RQ�2FWREHU����������

��� 6SHFLPHQ�&ODVV�$�&RPPRQ�6WRFN�&HUWLILFDWH�RI�*LQNJR�%LRZRUNV�+ROGLQJV��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR
$PHQGPHQW�1R����WR�WKH�5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�$XJXVW���������

���
 'HVFULSWLRQ�RI�6HFXULWLHV�RI�WKH�5HJLVWUDQW

��� :DUUDQW�$JUHHPHQW��GDWHG�DV�RI�)HEUXDU\�����������E\�DQG�DPRQJ�6RDULQJ�(DJOH�$FTXLVLWLRQ�&RUS��DQG�&RQWLQHQWDO�6WRFN
7UDQVIHU�	�7UXVW�&RPSDQ\��DV�ZDUUDQW�DJHQW��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����RI�651*¶V�&XUUHQW�5HSRUW�RQ�)RUP���.
�)LOH�1R��������������ILOHG�ZLWK�WKH�6(&�RQ�)HEUXDU\����������

��� $VVLJQPHQW�DQG�$VVXPSWLRQ�$JUHHPHQW��GDWHG�DV�RI�6HSWHPEHU�����������E\�DQG�DPRQJ�*LQNJR�%LRZRUNV�+ROGLQJV��,QF��
&RQWLQHQWDO�6WRFN�7UDQVIHU�	�7UXVW�&RPSDQ\�DQG�&RPSXWHUVKDUH�7UXVW�&RPSDQ\��1�$���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW����
RI�WKH�&RPSDQ\¶V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������ILOHG�ZLWK�WKH�6(&�RQ�0DUFK����������

�����
 )RUP�RI�*LQNJR�%LRZRUNV�+ROGLQJV��,QF�������,QFHQWLYH�$ZDUG�3ODQ

�����
 )RUP�RI�*LQNJR�%LRZRUNV�+ROGLQJV��,QF�������(PSOR\HH�6WRFN�3XUFKDVH�3ODQ

����� 5HJLVWUDWLRQ�5LJKWV�$JUHHPHQW��GDWHG�DV�RI�6HSWHPEHU�����������E\�DQG�DPRQJ�*LQNJR�%LRZRUNV�+ROGLQJV��,QF���(DJOH�(TXLW\
3DUWQHUV�,,,��//&�DQG�WKH�RWKHU�+ROGHUV�VLJQDWRU\�WKHUHWR���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������RI�*LQNJR¶V�&XUUHQW�5HSRUW
RQ�)RUP���.�ILOHG�ZLWK�WKH�6(&�RQ�6HSWHPEHU����������

�����
 *LQNJR�%LRZRUNV��,QF�������6WRFN�,QFHQWLYH�3ODQ��DV�DPHQGHG�DV�RI�-XQH���������

����� *LQNJR�%LRZRUNV��,QF�������6WRFN�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������WR�$PHQGPHQW�1R����WR�WKH
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

�����
 $PHQGPHQW�WR�WKH�*LQNJR�%LRZRUNV��,QF�������6WRFN�,QFHQWLYH�3ODQ��HIIHFWLYH�0D\��������

�����
 $PHQGPHQW�WR�WKH�*LQNJR�%LRZRUNV��,QF�������6WRFN�,QFHQWLYH�3ODQ��HIIHFWLYH�6HSWHPEHU��������

��



7DEOH�RI�&RQWHQWV

����� $PHQGPHQW�WR�WKH�*LQNJR�%LRZRUNV��,QF�������6WRFN�,QFHQWLYH�3ODQ��HIIHFWLYH�1RYHPEHU�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR
([KLELW�������WR�$PHQGPHQW�1R����WR�WKH�5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH
���������

�����
 $PHQGPHQW�WR�WKH�*LQNJR�%LRZRUNV��,QF�������6WRFN�,QFHQWLYH�3ODQ��HIIHFWLYH�$SULO��������

������
 $PHQGPHQW�WR�WKH�*LQNJR�%LRZRUNV��,QF�������6WRFN�,QFHQWLYH�3ODQ��HIIHFWLYH�0DUFK���������

������ )RUP�RI�,QFHQWLYH�6WRFN�2SWLRQ�$JUHHPHQW��JUDQWHG�XQGHU�WKH�*LQNJR�%LRZRUNV��,QF�������6WRFN�,QFHQWLYH�3ODQ��LQFRUSRUDWHG
E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH�5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH
6(&�RQ�-XQH����������

������ )RUP�RI�5HVWULFWHG�6WRFN�8QLW�$JUHHPHQW��JUDQWHG�XQGHU�WKH�*LQNJR�%LRZRUNV��,QF�������6WRFN�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\
UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH�5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH
6(&�RQ�-XQH����������

������ )RUP�RI�5HVWULFWHG�6WRFN�$JUHHPHQW��JUDQWHG�XQGHU�WKH�*LQNJR�%LRZRUNV��,QF�������6WRFN�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\
UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH�5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH
6(&�RQ�-XQH����������

������ )RUP�RI�6WRFN�2SWLRQ�$JUHHPHQW��JUDQWHG�XQGHU�WKH�*LQNJR�%LRZRUNV�+ROGLQJV��,QF�������,QFHQWLYH�$ZDUG�3ODQ��LQFRUSRUDWHG
E\�UHIHUHQFH�WR�([KLELW������RI�WKH�&RPSDQ\¶V�4XDUWHUO\�5HSRUW�RQ�)RUP����4��ILOHG�ZLWK�WKH�6(&�RQ�$XJXVW����������

������ )RUP�RI�*OREDO�5HVWULFWHG�6WRFN�8QLW�$JUHHPHQW��JUDQWHG�XQGHU�WKH�*LQNJR�%LRZRUNV�+ROGLQJV��,QF�������,QFHQWLYH�$ZDUG�3ODQ
�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������RI�WKH�&RPSDQ\¶V�4XDUWHUO\�5HSRUW�RQ�)RUP����4��ILOHG�ZLWK�WKH�6(&�RQ�$XJXVW����
�����

������Á /HDVH�$JUHHPHQW��GDWHG�'HFHPEHU�����������EHWZHHQ�=RRP�*URXS�//&�DQG�*LQNJR�%LRZRUNV��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR
([KLELW�������WR�$PHQGPHQW�1R����WR�WKH�5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH
���������

������ )LUVW�$PHQGPHQW�WR�/HDVH�$JUHHPHQW��GDWHG�$SULO����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR
WKH�5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

������ 6HFRQG�$PHQGPHQW�WR�/HDVH��GDWHG�$XJXVW����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

����� 7KLUG�$PHQGPHQW�WR�/HDVH��GDWHG�$XJXVW�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

������ )RXUWK�$PHQGPHQW�WR�/HDVH��GDWHG�0D\����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

������ )LIWK�$PHQGPHQW�WR�/HDVH��GDWHG�0D\�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

����� 6L[WK�$PHQGPHQW�WR�/HDVH��GDWHG�$XJXVW����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

������ 6HYHQWK�$PHQGPHQW�WR�/HDVH��GDWHG�-XO\�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

������ (LJKWK�$PHQGPHQW�WR�/HDVH��GDWHG�0DUFK�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

������ 1LQWK�$PHQGPHQW�WR�/HDVH��GDWHG�6HSWHPEHU����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

��



7DEOH�RI�&RQWHQWV

������ 7HQWK�$PHQGPHQW�WR�/HDVH��GDWHG�-XO\�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

������ (OHYHQWK�$PHQGPHQW�WR�/HDVH��GDWHG�$XJXVW�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

������ 7ZHOIWK�$PHQGPHQW�WR�/HDVH��GDWHG�-DQXDU\�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH
5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

������ 7KLUWHHQWK�$PHQGPHQW�WR�/HDVH��GDWHG�6HSWHPEHU����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�WKH�5HJLVWUDWLRQ
6WDWHPHQW�RQ�)RUP�6����)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�6HSWHPEHU����������

����� )RXUWHHQWK�$PHQGPHQW�WR�/HDVH�$JUHHPHQW��GDWHG�-XQH����������E\�DQG�EHWZHHQ�%&3�&*����3URSHUW\�//&�DQG�*LQNJR
%LRZRUNV��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������RI�WKH�&RPSDQ\¶V�4XDUWHUO\�5HSRUW�RQ�)RUP����4��ILOHG�ZLWK�WKH�6(&
RQ�$XJXVW����������

����� )LIWHHQWK�$PHQGPHQW�WR�/HDVH�$JUHHPHQW��GDWHG�$XJXVW����������E\�DQG�EHWZHHQ�%&3�&*����3URSHUW\�//&�DQG�*LQNJR
%LRZRUNV��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������RI�WKH�&RPSDQ\¶V�$QQXDO�5HSRUW�RQ�)RUP����.��ILOHG�ZLWK�WKH�6(&�RQ
)HEUXDU\������������

����� /HDVH�$JUHHPHQW��GDWHG�0DUFK�����������E\�DQG�EHWZHHQ�-DPHVWRZQ����������'U\GRFN��/�3��DQG�*LQNJR�%LRZRUNV��,QF�
�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH�5HJLVWUDWLRQ�6WDWHPHQW��)LOH�1R���������������ILOHG�ZLWK
WKH�6(&�RQ�-XQH����������

������Á )LUVW�$PHQGPHQW�WR�/HDVH�$JUHHPHQW��GDWHG�$XJXVW�����������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R���
WR�WKH�5HJLVWUDWLRQ�6WDWHPHQW��)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

������ 6HFRQG�$PHQGPHQW�WR�/HDVH�$JUHHPHQW��GDWHG�$XJXVW�����������E\�DQG�EHWZHHQ�,'%�������'U\GRFN�/LPLWHG�3DUWQHUVKLS�DQG
*LQNJR�%LRZRUNV��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������RI�WKH�&RPSDQ\¶V�4XDUWHUO\�5HSRUW�RQ�)RUP����4��ILOHG�ZLWK�WKH
6(&�RQ�$XJXVW����������

����� 6XEOHDVH��GDWHG�'HFHPEHU�����������E\�DQG�EHWZHHQ�6WDQOH\�&RQYHUJHQW�6HFXULW\�6ROXWLRQV��,QF���DQG�*LQNJR�%LRZRUNV��,QF�
�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH�5HJLVWUDWLRQ�6WDWHPHQW��)LOH�1R���������������ILOHG�ZLWK
WKH�6(&�RQ�-XQH����������

������Á /LFHQVH�$JUHHPHQW��GDWHG�6HSWHPEHU�����������E\�DQG�EHWZHHQ�-DPHVWRZQ����������'U\GRFN��/�3��DQG�*LQNJR�%LRZRUNV��,QF�
�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR�$PHQGPHQW�1R����WR�WKH�5HJLVWUDWLRQ�6WDWHPHQW��)LOH�1R���������������ILOHG�ZLWK
WKH�6(&�RQ�-XQH����������

������� 2IIHU�/HWWHU��GDWHG�2FWREHU����������EHWZHHQ�*LQNJR�%LRZRUNV��,QF��DQG�0DUN�'P\WUXN��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW
������WR�$PHQGPHQW�1R����WR�WKH�5HJLVWUDWLRQ�6WDWHPHQW��)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

������ *LQNJR�%LRZRUNV�+ROGLQJV��,QF��1RQ�(PSOR\HH�'LUHFWRU�&RPSHQVDWLRQ�3URJUDP��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������WR
$PHQGPHQW�1R����WR�WKH�5HJLVWUDWLRQ�6WDWHPHQW��)LOH�1R���������������ILOHG�ZLWK�WKH�6(&�RQ�-XQH����������

������ )RUP�RI�)RXQGHU�(TXLW\�*UDQW�$JUHHPHQW��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������RI�651*¶V�)RUP�6���$��)LOH�1R������
���������ILOHG�ZLWK�WKH�6(&�RQ�$XJXVW���������

����� )RUP�RI�'LUHFWRU�DQG�2IILFHU�,QGHPQLILFDWLRQ�$JUHHPHQW��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�������RI�651*¶V�)RUP�6���$��)LOH
1R���������������ILOHG�ZLWK�WKH�6(&�RQ�$XJXVW���������

����� 6SRQVRU�6XSSRUW�$JUHHPHQW��GDWHG�DV�RI�0D\�����������E\�DQG�DPRQJ�(DJOH�(TXLW\�3DUWQHUV�,,,��//&��*LQNJR�%LRZRUNV��,QF��
6RDULQJ�(DJOH�$FTXLVLWLRQ�&RUS��DQG�FHUWDLQ�RI�LWV�VKDUHKROGHUV��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������RI�651*¶V�&XUUHQW
5HSRUW�RQ�)RUP���.��)LOH�1R��������������ILOHG�ZLWK�WKH�6(&�RQ�0D\����������

������ )RUP�RI�6WRFN�2SWLRQ�$JUHHPHQW�IRU������)RXQGHU�$ZDUG�3URJUDP��JUDQWHG�XQGHU�WKH�*LQNJR�%LRZRUNV�+ROGLQJV��,QF������
,QFHQWLYH�$ZDUG�3ODQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������RI�WKH�&RPSDQ\¶V�4XDUWHUO\�5HSRUW�RQ�)RUP����4�ILOHG�ZLWK�WKH
6(&�RQ�0D\���������

����
 ,QVLGHU�7UDGLQJ�&RPSOLDQFH�3ROLF\

��



7DEOH�RI�&RQWHQWV

����
 6XEVLGLDULHV�RI�WKH�5HJLVWUDQW

����
 &RQVHQW�RI�'HORLWWH�	�7RXFKH�//3��,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP

����
 &RQVHQW�RI�(UQVW�	�<RXQJ�//3��,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP

����
 &HUWLILFDWLRQ�RI�3ULQFLSDO�([HFXWLYH�2IILFHU�3XUVXDQW�WR�5XOHV���D����D��DQG���G����D��XQGHU�WKH�6HFXULWLHV�([FKDQJH�$FW�RI������
DV�$GRSWHG�3XUVXDQW�WR�6HFWLRQ�����RI�WKH�6DUEDQHV�2[OH\�$FW�RI�����

����
 &HUWLILFDWLRQ�RI�3ULQFLSDO�)LQDQFLDO�2IILFHU�3XUVXDQW�WR�5XOHV���D����D��DQG���G����D��XQGHU�WKH�6HFXULWLHV�([FKDQJH�$FW�RI������
DV�$GRSWHG�3XUVXDQW�WR�6HFWLRQ�����RI�WKH�6DUEDQHV�2[OH\�$FW�RI�����

����
 &HUWLILFDWLRQ�RI�3ULQFLSDO�([HFXWLYH�2IILFHU�3XUVXDQW�WR����8�6�&��6HFWLRQ�������DV�$GRSWHG�3XUVXDQW�WR�6HFWLRQ�����RI�WKH
6DUEDQHV�2[OH\�$FW�RI�����

����
 &HUWLILFDWLRQ�RI�3ULQFLSDO�)LQDQFLDO�2IILFHU�3XUVXDQW�WR����8�6�&��6HFWLRQ�������DV�$GRSWHG�3XUVXDQW�WR�6HFWLRQ�����RI�WKH
6DUEDQHV�2[OH\�$FW�RI�����

�� 3ROLF\�IRU�5HFRXSPHQW�RI�,QFHQWLYH�&RPSHQVDWLRQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW����RI�WKH�&RPSDQ\¶V�$QQXDO�5HSRUW�RQ
)RUP����.��ILOHG�ZLWK�WKH�6(&�RQ�)HEUXDU\����������

����,16 ,QOLQH�;%5/�,QVWDQFH�'RFXPHQW���WKH�LQVWDQFH�GRFXPHQW�GRHV�QRW�DSSHDU�LQ�WKH�,QWHUDFWLYH�'DWD�)LOH�EHFDXVH�;%5/�WDJV�DUH
HPEHGGHG�ZLWKLQ�WKH�,QOLQH�;%5/�GRFXPHQW

����6&+ ,QOLQH�;%5/�7D[RQRP\�([WHQVLRQ�6FKHPD�'RFXPHQW

����&$/ ,QOLQH�;%5/�7D[RQRP\�([WHQVLRQ�&DOFXODWLRQ�/LQNEDVH�'RFXPHQW

����'() ,QOLQH�;%5/�7D[RQRP\�([WHQVLRQ�'HILQLWLRQ�/LQNEDVH�'RFXPHQW

����/$% ,QOLQH�;%5/�7D[RQRP\�([WHQVLRQ�/DEHO�/LQNEDVH�'RFXPHQW

����35( ,QOLQH�;%5/�7D[RQRP\�([WHQVLRQ�3UHVHQWDWLRQ�/LQNEDVH�'RFXPHQW

��� &RYHU�3DJH�,QWHUDFWLYH�'DWD�)LOH��HPEHGGHG�ZLWKLQ�WKH�,QOLQH�;%5/�GRFXPHQW�

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB

 )LOHG�KHUHZLWK�

� 7KH�DQQH[HV��VFKHGXOHV��DQG�FHUWDLQ�H[KLELWV�WR�WKLV�([KLELW�KDYH�EHHQ�RPLWWHG�SXUVXDQW�WR�,WHP�����E�����RI�5HJXODWLRQ�6�.��7KH
5HJLVWUDQW�KHUHE\�DJUHHV�WR�IXUQLVK�VXSSOHPHQWDOO\�D�FRS\�RI�DQ\�RPLWWHG�DQQH[��VFKHGXOH�RU�H[KLELW�WR�WKH�6(&�XSRQ�UHTXHVW�

Á�&HUWDLQ�FRQILGHQWLDO�LQIRUPDWLRQ�FRQWDLQHG�LQ�WKLV�([KLELW�KDV�EHHQ�RPLWWHG�EHFDXVH�LW�LV��L��QRW�PDWHULDO�DQG��LL��RI�WKH�W\SH�WKDW�WKH�UHJLVWUDQW�WUHDWV
DV�SULYDWH�RU�FRQILGHQWLDO�

��,QGLFDWHV�D�PDQDJHPHQW�FRQWUDFW�RU�FRPSHQVDWRU\�SODQ�

,WHP�����)RUP����.�6XPPDU\

1RQH�

6,*1$785(6

3XUVXDQW�WR�WKH�UHTXLUHPHQWV�RI�6HFWLRQ����RU����G��RI�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������DV�DPHQGHG��WKH�5HJLVWUDQW�KDV�GXO\�FDXVHG�WKLV�5HSRUW
WR�EH�VLJQHG�RQ�LWV�EHKDOI�E\�WKH�XQGHUVLJQHG��WKHUHXQWR�GXO\�DXWKRUL]HG��

*,1.*2�%,2:25.6�+2/',1*6��,1&�
'DWH��)HEUXDU\��������� %\� �V��-DVRQ�.HOO\

-DVRQ�.HOO\
&KLHI�([HFXWLYH�2IILFHU

��
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3XUVXDQW�WR�WKH�UHTXLUHPHQWV�RI�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������DV�DPHQGHG��WKLV�5HSRUW�KDV�EHHQ�VLJQHG�EHORZ�E\�WKH�IROORZLQJ�SHUVRQV�RQ
EHKDOI�RI�WKH�5HJLVWUDQW�LQ�WKH�FDSDFLWLHV�DQG�RQ�WKH�GDWHV�LQGLFDWHG��

1DPH 7LWOH 'DWH

�V��-DVRQ�.HOO\ &KLHI�([HFXWLYH�2IILFHU�DQG�'LUHFWRU )HEUXDU\���������
-DVRQ�.HOO\ �3ULQFLSDO�([HFXWLYH�2IILFHU�

�V��0DUN�'P\WUXN &KLHI�)LQDQFLDO�2IILFHU )HEUXDU\���������
0DUN�'P\WUXN �3ULQFLSDO�)LQDQFLDO�2IILFHU�

�V��6WHYHQ�&RHQ &KLHI�$FFRXQWLQJ�2IILFHU )HEUXDU\���������
6WHYHQ�&RHQ �3ULQFLSDO�$FFRXQWLQJ�2IILFHU�

�V��6K\DP�6DQNDU 'LUHFWRU��&KDLU�RI�WKH�%RDUG )HEUXDU\���������
6K\DP�6DQNDU

�V��5RVV�)XELQL 'LUHFWRU )HEUXDU\���������
5RVV�)XELQL

�V��.DWK\�+RSLQNDK�+DQQDQ 'LUHFWRU )HEUXDU\���������
.DWK\�+RSLQNDK�+DQQDQ � �

�V��&KULVWLDQ�+HQU\ 'LUHFWRU )HEUXDU\���������
&KULVWLDQ�+HQU\

�V��6UL�.RVXUL 'LUHFWRU )HEUXDU\���������
6UL�.RVXUL

�V��0\UWOH�3RWWHU 'LUHFWRU )HEUXDU\���������
0\UWOH�3RWWHU

�V��5HVKPD�6KHWW\ 3UHVLGHQW��&KLHI�2SHUDWLQJ�2IILFHU�DQG�'LUHFWRU )HEUXDU\���������
5HVKPD�6KHWW\

�V��+DUU\�(��6ORDQ 'LUHFWRU )HEUXDU\���������
+DUU\�(��6ORDQ �

��
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*,1.*2�%,2:25.6�+2/',1*6��,1&�

,QGH[�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�DV�RI�'HFHPEHU����������DQG������DQG�IRU�WKH�<HDUV�(QGHG�'HFHPEHU����������������DQG������

3DJH�
5HSRUW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP��3&$2%�,'����� )��
5HSRUW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP��3&$2%�,'����� )��
&RQVROLGDWHG�%DODQFH�6KHHWV� )��
&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV�DQG�&RPSUHKHQVLYH�/RVV )��
&RQVROLGDWHG�6WDWHPHQWV�RI�6WRFNKROGHUV¶�(TXLW\� )��
&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�)ORZV )���
1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV )���

���2UJDQL]DWLRQ�DQG�%DVLV�RI�3UHVHQWDWLRQ )���
���6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV )���
���5HVWUXFWXULQJ )���
���$FTXLVLWLRQV�DQG�'LYHVWLWXUHV )���
���)DLU�9DOXH�0HDVXUHPHQWV )���
���,QYHVWPHQWV�DQG�(TXLW\�0HWKRG�,QYHVWPHQWV )���
���9DULDEOH�,QWHUHVW�(QWLWLHV )���
���*RRGZLOO�DQG�,QWDQJLEOH�$VVHWV��QHW )���
���/HDVHV )���
����6XSSOHPHQWDO�)LQDQFLDO�,QIRUPDWLRQ )���
����&RPPLWPHQWV�DQG�&RQWLQJHQFLHV )���
����6WRFNKROGHUV
�(TXLW\ )���
����6WRFN�%DVHG�&RPSHQVDWLRQ )���
����5HYHQXH�5HFRJQLWLRQ )���
����6HJPHQW�,QIRUPDWLRQ )���
����6LJQLILFDQW�&ROODERUDWLRQV�7UDQVDFWLRQV�ZLWK�5HODWHG�3DUWLHV )���
����(PSOR\HH�%HQHILW�3ODQ )���
����,QFRPH�7D[HV )���
����1HW�/RVV�SHU�6KDUH )���
����5HODWHG�3DUWLHV )���

)��
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5(3257�2)�,1'(3(1'(17�5(*,67(5('�38%/,&�$&&2817,1*�),50

7R�WKH�VWRFNKROGHUV�DQG�WKH�%RDUG�RI�'LUHFWRUV�RI�*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

2SLQLRQ�RQ�WKH�)LQDQFLDO�6WDWHPHQWV

:H�KDYH�DXGLWHG�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHW�RI�*LQNJR�%LRZRUNV�+ROGLQJV��,QF��DQG�VXEVLGLDULHV��WKH�³&RPSDQ\´��DV�RI
'HFHPEHU�����������DQG�WKH�UHODWHG�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV��VWRFNKROGHUV
�HTXLW\��DQG�FDVK�IORZV�IRU�WKH
\HDU�HQGHG�'HFHPEHU�����������DQG�WKH�UHODWHG�QRWHV��FROOHFWLYHO\�UHIHUUHG�WR�DV�WKH�³ILQDQF
LDO�VWDWHPHQWV´���,Q�RXU�RSLQLRQ��WKH�ILQDQFLDO�VWDWHPHQWV�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO�UHVSHFWV��WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�&RPSDQ\�DV�RI�'HFHPEHU
����������DQG�WKH�UHVXOWV�RI�LWV�RSHUDWLRQV�DQG�LWV�FDVK�IORZV�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������LQ�FRQIRUPLW\�ZLWK�DFFRXQWLQJ�SULQFLSOHV
JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD�

:H�KDYH�DOVR�DXGLWHG��LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�6WDWHV���3&$2%���WKH
&RPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�'HFHPEHU�����������EDVHG�RQ�FULWHULD�HVWDEOLVKHG�LQ�,QWHUQDO�&RQWURO���,QWHJUDWHG
)UDPHZRUN��������LVVXHG�E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�2UJDQL]DWLRQV�RI�WKH�7UHDGZD\�&RPPLVVLRQ�DQG�RXU�UHSRUW�GDWHG�)HEUXDU\���������
�
H[SUHVVHG�DQ�XQTXDOLILHG�RSLQLRQ�RQ�WKH�&RPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�

%DVLV�IRU�2SLQLRQ

7KHVH�ILQDQFLDO�VWDWHPHQWV�DUH�WKH�UHVSRQVLELOLW\�RI�WKH�&RPSDQ\¶V�PDQDJHPHQW��2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKH�&RPSDQ\¶V
ILQDQFLDO�VWDWHPHQWV�EDVHG�RQ�RXU�DXGLW��:H�DUH�D�SXEOLF�DFFRXQWLQJ�ILUP�UHJLVWHUHG�ZLWK�WKH�3&$2%�DQG�DUH�UHTXLUHG�WR�EH�LQGHSHQGHQW�ZLWK
UHVSHFW�WR�WKH�&RPSDQ\�LQ�DFFRUGDQFH�ZLWK�WKH�8�6��IHGHUDO�VHFXULWLHV�ODZV�DQG�WKH�DSSOLFDEOH�UXOHV�DQG�UHJXODWLRQV�RI�WKH�6HFXULWLHV�DQG�([FKDQJH
&RPPLVVLRQ�DQG�WKH�3&$2%�

:H�FRQGXFWHG�RXU�DXGLW�LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3&$2%��7KRVH�VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�SHUIRUP�WKH�DXGLW�WR�REWDLQ
UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�WKH�ILQDQFLDO�VWDWHPHQWV�DUH�IUHH�RI�PDWHULDO�PLVVWDWHPHQW��ZKHWKHU�GXH�WR�HUURU�RU�IUDXG��2XU�DXGLW�LQFOXGHG
SHUIRUPLQJ�SURFHGXUHV�WR�DVVHVV�WKH�ULVNV�RI�PDWHULDO�PLVVWDWHPHQW�RI�WKH�ILQDQFLDO�VWDWHPHQWV��ZKHWKHU�GXH�WR�HUURU�RU�IUDXG��DQG�SHUIRUPLQJ
SURFHGXUHV�WKDW�UHVSRQG�WR�WKRVH�ULVNV��6XFK�SURFHGXUHV�LQFOXGHG�H[DPLQLQJ��RQ�D�WHVW�EDVLV��HYLGHQFH�UHJDUGLQJ�WKH�DPRXQWV�DQG�GLVFORVXUHV�LQ
WKH�ILQDQFLDO�VWDWHPHQWV��2XU�DXGLW�DOVR�LQFOXGHG�HYDOXDWLQJ�WKH�DFFRXQWLQJ�SULQFLSOHV�XVHG�DQG�VLJQLILFDQW�HVWLPDWHV�PDGH�E\�PDQDJHPHQW��DV�ZHOO
DV�HYDOXDWLQJ�WKH�RYHUDOO�SUHVHQWDWLRQ�RI�WKH�ILQDQFLDO�VWDWHPHQWV��:H�EHOLHYH�WKDW�RXU�DXGLW�SURYLGHV�D�UHDVRQDEOH�EDVLV�IRU�RXU�RSLQLRQ�

&ULWLFDO�$XGLW�0DWWHUV

7KH�FULWLFDO�DXGLW�PDWWHUV�FRPPXQLFDWHG�EHORZ�DUH�PDWWHUV�DULVLQJ�IURP�WKH�FXUUHQW�SHULRG�DXGLW�RI�WKH�ILQDQFLDO�VWDWHPHQWV�WKDW�ZHUH�FRPPXQLFDWHG
RU�UHTXLUHG�WR�EH�FRPPXQLFDWHG�WR�WKH�DXGLW�FRPPLWWHH�DQG�WKDW�����UHODWH�WR�DFFRXQWV�RU�GLVFORVXUHV�WKDW�DUH�PDWHULDO�WR�WKH�ILQDQFLDO�VWDWHPHQWV�DQG
����LQYROYHG�RXU�HVSHFLDOO\�FKDOOHQJLQJ��VXEMHFWLYH��RU�FRPSOH[�MXGJPHQWV��7KH�FRPPXQLFDWLRQ�RI�FULWLFDO�DXGLW�PDWWHUV�GRHV�QRW�DOWHU�LQ�DQ\�ZD\�RXU
RSLQLRQ�RQ�WKH�ILQDQFLDO�VWDWHPHQWV��WDNHQ�DV�D�ZKROH��DQG�ZH�DUH�QRW��E\�FRPPXQLFDWLQJ�WKH�FULWLFDO�DXGLW�PDWWHUV�EHORZ��SURYLGLQJ�VHSDUDWH
RSLQLRQV�RQ�WKH�FULWLFDO�DXGLW�PDWWHUV�RU�RQ�WKH�DFFRXQWV�RU�GLVFORVXUHV�WR�ZKLFK�WKH\�UHODWH�

&HOO�(QJLQHHULQJ�5HYHQXH�5HFRJQLWLRQ���5HIHU�WR�1RWHV���DQG����WR�WKH�ILQDQFLDO�VWDWHPHQWV

&ULWLFDO�$XGLW�0DWWHU�'HVFULSWLRQ

7KH�&RPSDQ\�JHQHUDWHV�&HOO�(QJLQHHULQJ�UHYHQXH�SULPDULO\�WKURXJK�OLFHQVH�DQG�FROODERUDWLRQ�DJUHHPHQWV��XQGHU�ZKLFK�FXVWRPHUV�REWDLQ�ULJKWV�WR
WKH�&RPSDQ\¶V�SURSULHWDU\�WHFKQRORJ\�DQG�LQWHOOHFWXDO�SURSHUW\�IRU�XVH�LQ�WKH�UHVHDUFK��GHYHORSPHQW�DQG�FRPPHUFLDOL]DWLRQ�RI�HQJLQHHUHG
RUJDQLVPV�DQG�GHULYHG�SURGXFWV��8QGHU�WKHVH�DJUHHPHQWV��WKH�&RPSDQ\�W\SLFDOO\�SURYLGHV�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV��LQFOXGLQJ�JUDQWLQJ
D�OLFHQVH�WR�LWV�LQWHOOHFWXDO�SURSHUW\��$GGLWLRQDOO\��WKH�FXVWRPHU�PD\�REWDLQ�OLFHQVH�ULJKWV�WR�WKH�RXWSXW�RI�WKH�&RPSDQ\¶V�VHUYLFHV�LQ�RUGHU�WR
FRPPHUFLDOL]H�WKH�UHVXOWLQJ�RXWSXW�RI�VXFK�VHUYLFHV��&HOO�(QJLQHHULQJ�UHYHQXH�ZDV������PLOOLRQ�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

7KH�&RPSDQ\�JHQHUDOO\�UHFRJQL]HV�&HOO�(QJLQHHULQJ�UHYHQXH�RYHU�WLPH�EDVHG�RQ�WKH�FRVW�LQFXUUHG�WR�GDWH�UHODWLYH�WR�WRWDO�H[SHFWHG�FRVWV�RU�IRU
FRVW�SOXV�FRQWUDFWV��DV�FRVWV�DUH�LQFXUUHG��7KH�&RPSDQ\�HYDOXDWHV�LWV�PHDVXUH�RI�SURJUHVV�WR�UHFRJQL]H�UHYHQXH�DW�HDFK�UHSRUWLQJ�SHULRG�DQG��DV
QHFHVVDU\��DGMXVWV�WKH�PHDVXUH�RI�SURJUHVV�DQG�UHODWHG�UHYHQXH�UHFRJQLWLRQ��7KH�&RPSDQ\¶V�PHDVXUH�RI�SURJUHVV�DQG�UHYHQXH�UHFRJQLWLRQ�LQYROYHV
VLJQLILFDQW�MXGJPHQW�DQG�DVVXPSWLRQV��LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��HYDOXDWLQJ�FRQWUDFW�WHUPV�DQG�HVWLPDWLQJ�WKH�FRVW�WR�FRPSOHWH�WKH�SHUIRUPDQFH
REOLJDWLRQ�

$XGLWLQJ�WKH�&HOO�(QJLQHHULQJ�UHYHQXH�ZDV�FKDOOHQJLQJ�GXH�WR�WKH�H[WHQW�RI�DXGLW�HIIRUW�UHTXLUHG�WR�HYDOXDWH�WKH�YROXPH�DQG�FRPSOH[LW\�RI�FXVWRPHU
FRQWUDFWV��LQFOXGLQJ�HVWLPDWHV�RI�WKH�PHDVXUH�RI�SURJUHVV�

)��



7DEOH�RI�&RQWHQWV

+RZ�WKH�&ULWLFDO�$XGLW�0DWWHU�:DV�$GGUHVVHG�LQ�WKH�$XGLW

2XU�DXGLW�SURFHGXUHV�UHODWHG�WR�&HOO�(QJLQHHULQJ�UHYHQXH�LQFOXGHG�WKH�IROORZLQJ��DPRQJ�RWKHUV�

� :H�VHOHFWHG�D�VDPSOH�RI�&HOO�(QJLQHHULQJ�FRQWUDFWV�DQG�SHUIRUPHG�WKH�IROORZLQJ�

ƕ (YDOXDWHG�ZKHWKHU�WKH�FRQWUDFWV�ZHUH�SURSHUO\�LQFOXGHG�LQ�PDQDJHPHQW¶V�FDOFXODWLRQ�RI�&HOO�(QJLQHHULQJ�UHYHQXH�EDVHG�RQ�WKH�WHUPV
DQG�FRQGLWLRQV�RI�HDFK�FRQWUDFW��LQFOXGLQJ�ZKHWKHU�FRQWLQXRXV�WUDQVIHU�RI�FRQWURO�WR�WKH�FXVWRPHU�RFFXUUHG�DV�SURJUHVV�ZDV�PDGH
WRZDUG�IXOILOOLQJ�WKH�SHUIRUPDQFH�REOLJDWLRQ�V��

ƕ &RPSDUHG�WKH�WUDQVDFWLRQ�SULFH�WR�WKH�FRQVLGHUDWLRQ�H[SHFWHG�WR�EH�UHFHLYHG�EDVHG�RQ�FXUUHQW�ULJKWV�DQG�REOLJDWLRQV�XQGHU�WKH
FRQWUDFWV�DQG�DQ\�PRGLILFDWLRQV�WKDW�ZHUH�DJUHHG�XSRQ�ZLWK�WKH�FXVWRPHUV�

ƕ 7HVWHG�PDQDJHPHQW¶V�LGHQWLILFDWLRQ�RI�GLVWLQFW�SHUIRUPDQFH�REOLJDWLRQV�

ƕ 7R�WKH�H[WHQW�D�FRQWUDFW�GLG�QRW�UHSUHVHQW�D�VLQJOH�GLVWLQFW�SHUIRUPDQFH�REOLJDWLRQ��ZH�WHVWHG�WKH�DOORFDWLRQ�RI�WKH�WUDQVDFWLRQ�SULFH�WR
HDFK�GLVWLQFW�SHUIRUPDQFH�REOLJDWLRQ�E\�FRPSDULQJ�WKH�UHODWLYH�VWDQGDORQH�VHOOLQJ�SULFHV�WR�WKH�VHOOLQJ�SULFHV�RI�VLPLODU�JRRGV�RU
VHUYLFHV�

ƕ 7HVWHG�WKH�DFFXUDF\�DQG�FRPSOHWHQHVV�RI�WKH�FRVWV�LQFXUUHG�WR�GDWH�IRU�HDFK�SHUIRUPDQFH�REOLJDWLRQ�

ƕ (YDOXDWHG�WKH�HVWLPDWHV�RI�WRWDO�FRVW�LQFXUUHG�DQG�WRWDO�HVWLPDWHG�FRVW��ZKHQ�DSSOLFDEOH��IRU�WKH�SHUIRUPDQFH�REOLJDWLRQ�E\�

ƒ 7HVWLQJ�WKH�FRVWV�LQFXUUHG�WR�GDWH�

ƒ (YDOXDWLQJ�PDQDJHPHQW¶V�HVWLPDWHV�RI�WRWDO�FRVW�E\�SHUIRUPLQJ�FRUURERUDWLQJ�LQTXLULHV�ZLWK�WKRVH�WKDW�DUH�UHVSRQVLEOH�IRU
PDQDJLQJ�WKH�FRQWUDFW�H[HFXWLRQ��DQG�FRPSDULQJ�WKH�HVWLPDWHV�WR�PDQDJHPHQW¶V�ZRUN�SODQV�

ƕ 7HVWHG�WKH�PDWKHPDWLFDO�DFFXUDF\�RI�PDQDJHPHQW¶V�FDOFXODWLRQ�RI�UHYHQXH�IRU�WKH�SHUIRUPDQFH�REOLJDWLRQ�

� :H�HYDOXDWHG�PDQDJHPHQW¶V�DELOLW\�WR�HVWLPDWH�WRWDO�FRVWV�DFFXUDWHO\�E\�FRPSDULQJ�DFWXDO�FRVWV�WR�PDQDJHPHQW¶V�KLVWRULFDO�HVWLPDWHV�IRU
SHUIRUPDQFH�REOLJDWLRQV�WKDW�KDYH�EHHQ�IXOILOOHG�

*RRGZLOO�,PSDLUPHQW���5HIHU�WR�1RWHV���DQG���WR�WKH�ILQDQFLDO�VWDWHPHQWV

&ULWLFDO�$XGLW�0DWWHU�'HVFULSWLRQ

7KH�&RPSDQ\¶V�DVVHVVPHQW�RI�JRRGZLOO�IRU�LPSDLUPHQW�LQYROYHV�WKH�FRPSDULVRQ�RI�WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�WR�LWV�FDUU\LQJ�YDOXH��7KH
&RPSDQ\�XVHG�D�GLVFRXQWHG�FDVK�IORZ�PRGHO�DQG�JXLGHOLQH�SXEOLF�FRPSDQ\�PHWKRG�WR�HVWLPDWH�IDLU�YDOXH�RI�LWV�&HOO�(QJLQHHULQJ�UHSRUWLQJ�XQLW�
ZKLFK�UHTXLUHV�PDQDJHPHQW�WR�PDNH�VLJQLILFDQW�HVWLPDWHV�DQG�DVVXPSWLRQV�UHODWHG�WR�SURMHFWHG�IXWXUH�RSHUDWLQJ�UHVXOWV��GLVFRXQW�UDWHV��DQG�SHHU
FRPSDQ\�PXOWLSOHV��&KDQJHV�LQ�WKHVH�DVVXPSWLRQV�FRXOG�KDYH�D�VLJQLILFDQW�LPSDFW�RQ�HLWKHU�WKH�IDLU�YDOXH�RI�WKH�&HOO�(QJLQHHULQJ�UHSRUWLQJ�XQLW��WKH
DPRXQW�RI�DQ\�JRRGZLOO�LPSDLUPHQW�FKDUJH��RU�ERWK�

$V�D�UHVXOW�RI�DQ�LQGLFDWRU�RI�LPSDLUPHQW��WKH�&RPSDQ\�SHUIRUPHG�DQ�LQWHULP�JRRGZLOO�LPSDLUPHQW�DVVHVVPHQW�DV�RI�-XQH�����������DQG�GHWHUPLQHG
WKDW�WKH�IDLU�YDOXH�RI�WKH�&HOO�(QJLQHHULQJ�UHSRUWLQJ�XQLW�ZDV�OHVV�WKDQ�LWV�FDUU\LQJ�YDOXH�DQG�WKDW�WKH�JRRGZLOO�ZDV�IXOO\�LPSDLUHG��$V�D�UHVXOW��D
JRRGZLOO�LPSDLUPHQW�FKDUJH�RI�������PLOOLRQ�ZDV�UHFRUGHG�LQ�WKH�\HDU�HQGHG�'HFHPEHU����������

*LYHQ�WKH�&RPSDQ\¶V�GHWHUPLQDWLRQ�RI�WKH�IDLU�YDOXH�RI�LWV�&HOO�(QJLQHHULQJ�UHSRUWLQJ�XQLW�UHTXLUHG�PDQDJHPHQW�WR�PDNH�VLJQLILFDQW�HVWLPDWHV�DQG
DVVXPSWLRQV�UHODWHG�WR�SURMHFWHG�IXWXUH�RSHUDWLQJ�UHVXOWV��GLVFRXQW�UDWHV��DQG�SHHU�FRPSDQ\�PXOWLSOHV��DXGLWLQJ�WKH�UHDVRQDEOHQHVV�RI�WKH
DVVXPSWLRQV�XVHG�LQYROYHG�HVSHFLDOO\�VXEMHFWLYH�MXGJPHQW�DQG�DQ�LQFUHDVHG�H[WHQW�RI�HIIRUW��LQFOXGLQJ�WKH�QHHG�WR�LQYROYH�RI�RXU�IDLU�YDOXH
VSHFLDOLVWV��:H�LGHQWLILHG�JRRGZLOO�DV�D�FULWLFDO�DXGLW�PDWWHU�EHFDXVH�RI�WKH�VLJQLILFDQW�MXGJPHQWV�PDGH�E\�PDQDJHPHQW�WR�HVWLPDWH�WKH�IDLU�YDOXH�RI
WKH�&HOO�(QJLQHHULQJ�UHSRUWLQJ�XQLW�

+RZ�WKH�&ULWLFDO�$XGLW�0DWWHU�:DV�$GGUHVVHG�LQ�WKH�$XGLW

2XU�DXGLW�SURFHGXUHV�UHODWHG�WR�WKH�SURMHFWHG�IXWXUH�RSHUDWLQJ�UHVXOWV��GLVFRXQW�UDWHV��DQG�SHHU�FRPSDQ\�PXOWLSOHV�XVHG�E\�PDQDJHPHQW�WR�HVWLPDWH
WKH�IDLU�YDOXH�RI�WKH�&HOO�(QJLQHHULQJ�UHSRUWLQJ�XQLW�LQFOXGHG�WKH�IROORZLQJ��DPRQJ�RWKHUV�

)��



7DEOH�RI�&RQWHQWV

� :H�HYDOXDWHG�WKH�UHDVRQDEOHQHVV�RI�PDQDJHPHQW¶V�SURMHFWHG�IXWXUH�RSHUDWLQJ�UHVXOWV�E\�FRPSDULQJ�WKH�SURMHFWLRQV�WR�����KLVWRULFDO�RSHUDWLQJ
UHVXOWV������LQWHUQDO�FRPPXQLFDWLRQV�WR�PDQDJHPHQW�DQG�WKH�%RDUG�RI�'LUHFWRUV������LQIRUPDWLRQ�LQFOXGHG�LQ�DQDO\VW�DQG�LQGXVWU\�UHSRUWV�DV�ZHOO
DV�FHUWDLQ�SXEOLFO\�DYDLODEOH�SHHU�FRPSDQ\�LQIRUPDWLRQ��DQG�����FRPSDULQJ�DFWXDO�UHVXOWV�WR�PDQDJHPHQW¶V�KLVWRULFDO�IRUHFDVWV�

� :LWK�WKH�DVVLVWDQFH�RI�RXU�IDLU�YDOXH�VSHFLDOLVWV��ZH�HYDOXDWHG�WKH�UHDVRQDEOHQHVV�RI�WKH�YDOXDWLRQ�PHWKRGRORJ\��GLVFRXQW�UDWHV�DQG�SHHU
FRPSDQ\�PXOWLSOHV�E\�

ƕ 7HVWLQJ�WKH�VRXUFH�LQIRUPDWLRQ�XQGHUO\LQJ�WKH�GHWHUPLQDWLRQ�RI�WKH�GLVFRXQW�UDWHV�DQG�SHHU�FRPSDQ\�PXOWLSOHV��DQG�WKH�PDWKHPDWLFDO
DFFXUDF\�RI�WKH�FDOFXODWLRQV�

ƕ 'HYHORSLQJ�D�UDQJH�RI�LQGHSHQGHQW�HVWLPDWHV�DQG�FRPSDULQJ�WKRVH�WR�WKH�GLVFRXQW�UDWHV�DQG�SHHU�FRPSDQ\�PXOWLSOHV�VHOHFWHG�E\
PDQDJHPHQW�

�V��'HORLWWH�	�7RXFKH�//3

%RVWRQ��0DVVDFKXVHWWV
)HEUXDU\���������

:H�KDYH�VHUYHG�DV�WKH�&RPSDQ\¶V�DXGLWRU�VLQFH������

)��



7DEOH�RI�&RQWHQWV

5(3257�2)�,1'(3(1'(17�5(*,67(5('�38%/,&�$&&2817,1*�),50��

7R�WKH�6WRFNKROGHUV�DQG�WKH�%RDUG�RI�'LUHFWRUV�RI�*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

2SLQLRQ�RQ�WKH�)LQDQFLDO�6WDWHPHQWV

:H�KDYH�DXGLWHG�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHW�RI�*LQNJR�%LRZRUNV�+ROGLQJV��,QF���WKH�&RPSDQ\��DV�RI�'HFHPEHU�����������WKH
UHODWHG�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV��VWRFNKROGHUV¶�HTXLW\�DQG�FDVK�IORZV�IRU�HDFK�RI�WKH�WZR�\HDUV�LQ�WKH�SHULRG
HQGHG�'HFHPEHU�����������DQG�WKH�UHODWHG�QRWHV��FROOHFWLYHO\�UHIHUUHG�WR�DV�WKH�³FRQVROLGDWHG�ILQDQFLDO�VW
DWHPHQWV´���,Q�RXU�RSLQLRQ��WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO�UHVSHFWV��WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�&RPSDQ\�DW
'HFHPEHU�����������DQG�WKH�UHVXOWV�RI�LWV�RSHUDWLRQV�DQG�LWV�FDVK�IORZV�IRU�HDFK�RI�WKH�WZR�\HDUV�LQ�WKH�SHULRG�HQGHG�'HFHPEHU�����������LQ
FRQIRUPLW\�ZLWK�8�6��JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�

%DVLV�IRU�2SLQLRQ

7KHVH�ILQDQFLDO�VWDWHPHQWV�DUH�WKH�UHVSRQVLELOLW\�RI�WKH�&RPSDQ\
V�PDQDJHPHQW��2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKH�&RPSDQ\¶V
ILQDQFLDO�VWDWHPHQWV�EDVHG�RQ�RXU�DXGLWV��:H�DUH�D�SXEOLF�DFFRXQWLQJ�ILUP�UHJLVWHUHG�ZLWK�WKH�3&$2%�DQG�DUH�UHTXLUHG�WR�EH�LQGHSHQGHQW�ZLWK
UHVSHFW�WR�WKH�&RPSDQ\�LQ�DFFRUGDQFH�ZLWK�WKH�8�6��IHGHUDO�VHFXULWLHV�ODZV�DQG�WKH�DSSOLFDEOH�UXOHV�DQG�UHJXODWLRQV�RI�WKH�6HFXULWLHV�DQG�([FKDQJH
&RPPLVVLRQ�DQG�WKH�3&$2%�

:H�FRQGXFWHG�RXU�DXGLWV�LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3&$2%��7KRVH�VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�SHUIRUP�WKH�DXGLW�WR�REWDLQ
UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�WKH�ILQDQFLDO�VWDWHPHQWV�DUH�IUHH�RI�PDWHULDO�PLVVWDWHPHQW��ZKHWKHU�GXH�WR�HUURU�RU�IUDXG��2XU�DXGLWV�LQFOXGHG
SHUIRUPLQJ�SURFHGXUHV�WR�DVVHVV�WKH�ULVNV�RI�PDWHULDO�PLVVWDWHPHQW�RI�WKH�ILQDQFLDO�VWDWHPHQWV��ZKHWKHU�GXH�WR�HUURU�RU�IUDXG��DQG�SHUIRUPLQJ
SURFHGXUHV�WKDW�UHVSRQG�WR�WKRVH�ULVNV��6XFK�SURFHGXUHV�LQFOXGHG�H[DPLQLQJ��RQ�D�WHVW�EDVLV��HYLGHQFH�UHJDUGLQJ�WKH�DPRXQWV�DQG�GLVFORVXUHV�LQ
WKH�ILQDQFLDO�VWDWHPHQWV��2XU�DXGLWV�DOVR�LQFOXGHG�HYDOXDWLQJ�WKH�DFFRXQWLQJ�SULQFLSOHV�XVHG�DQG�VLJQLILFDQW�HVWLPDWHV�PDGH�E\�PDQDJHPHQW��DV�ZHOO
DV�HYDOXDWLQJ�WKH�RYHUDOO�SUHVHQWDWLRQ�RI�WKH�ILQDQFLDO�VWDWHPHQWV��:H�EHOLHYH�WKDW�RXU�DXGLWV�SURYLGH�D�UHDVRQDEOH�EDVLV�IRU�RXU�RSLQLRQ�

�V��(UQVW�	�<RXQJ�//3

:H�VHUYHG�DV�WKH�&RPSDQ\¶V�DXGLWRU�IURP������WR������
%RVWRQ��0DVVDFKXVHWWV
)HEUXDU\�����������H[FHSW�IRU�QRWH����DQG�WKH�HIIHFWV�RI�WKH�UHYHUVH�VWRFN�VSOLW�GHVFULEHG�LQ�QRWH����DV�WR�ZKLFK�WKH�GDWH�LV�)HEUXDU\���������

)��



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�
&RQVROLGDWHG�%DODQFH�6KHHWV

�LQ�WKRXVDQGV��H[FHSW�VKDUH�GDWD�

$V�RI�'HFHPEHU����
���� ����

$VVHWV
&XUUHQW�DVVHWV�
&DVK�DQG�FDVK�HTXLYDOHQWV � �������� � ��������
$FFRXQWV�UHFHLYDEOH��QHW ������� �������
$FFRXQWV�UHFHLYDEOH���UHODWHG�SDUWLHV ���� ����
3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV ������� �������
7RWDO�FXUUHQW�DVVHWV �������� ����������
3URSHUW\��SODQW�DQG�HTXLSPHQW��QHW �������� ��������
2SHUDWLQJ�OHDVH�ULJKW�RI�XVH�DVVHWV �������� ��������
,QYHVWPHQWV ������� �������
,QWDQJLEOH�DVVHWV��QHW ������� �������
*RRGZLOO �� �������
2WKHU�QRQ�FXUUHQW�DVVHWV ������� �������
7RWDO�DVVHWV � ���������� � ����������
/LDELOLWLHV�DQG�6WRFNKROGHUV¶�(TXLW\
&XUUHQW�OLDELOLWLHV�
$FFRXQWV�SD\DEOH � ������� � ������
'HIHUUHG�UHYHQXH��LQFOXGHV������DQG��������IURP�UHODWHG�SDUWLHV� ������� �������
$FFUXHG�H[SHQVHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV ������� ��������
7RWDO�FXUUHQW�OLDELOLWLHV �������� ��������
1RQ�FXUUHQW�OLDELOLWLHV�
'HIHUUHG�UHYHQXH��QHW�RI�FXUUHQW�SRUWLRQ��LQFOXGHV���������DQG����������IURP�UHODWHG�SDUWLHV� ������� ��������
2SHUDWLQJ�OHDVH�OLDELOLWLHV��QRQ�FXUUHQW �������� ��������
2WKHU�QRQ�FXUUHQW�OLDELOLWLHV ������� �������
7RWDO�OLDELOLWLHV �������� ��������
&RPPLWPHQWV�DQG�FRQWLQJHQFLHV��1RWH���� � �
6WRFNKROGHUV¶�HTXLW\�
3UHIHUUHG�VWRFN����������SDU�YDOXH��������������VKDUHV�DXWKRUL]HG��QRQH�LVVXHG �� ��
&RPPRQ�VWRFN����������SDU�YDOXH��1RWH���� �� ��
$GGLWLRQDO�SDLG�LQ�FDSLWDO ���������� ����������
$FFXPXODWHG�GHILFLW ����������� �����������
$FFXPXODWHG�RWKHU�FRPSUHKHQVLYH��ORVV��LQFRPH ������� ������
7RWDO�VWRFNKROGHUV¶�HTXLW\ �������� ����������
7RWDO�OLDELOLWLHV�DQG�VWRFNKROGHUV¶�HTXLW\ � ���������� � ����������
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&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV�DQG�&RPSUHKHQVLYH�/RVV
�LQ�WKRXVDQGV��H[FHSW�VKDUH�GDWD�

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

&HOO�(QJLQHHULQJ�UHYHQXH� � �������� � �������� � ��������
%LRVHFXULW\�UHYHQXH�
6HUYLFH ������� ������� ��������
3URGXFW �� ������� �������

7RWDO�UHYHQXH �������� �������� ��������
&RVWV�DQG�RSHUDWLQJ�H[SHQVHV�
&RVW�RI�%LRVHFXULW\�VHUYLFH�UHYHQXH ������� ������� ��������
&RVW�RI�%LRVHFXULW\�SURGXFW�UHYHQXH �� ������ �������
&RVW�RI�RWKHU�UHYHQXH ������ �� ��
5HVHDUFK�DQG�GHYHORSPHQW �������� �������� ����������
*HQHUDO�DQG�DGPLQLVWUDWLYH �������� �������� ����������
,PSDLUPHQW�RI�OHDVH�DVVHWV �� ������� ��
*RRGZLOO�LPSDLUPHQW ������� �� ��
5HVWUXFWXULQJ�FKDUJHV ������� �� ��

7RWDO�RSHUDWLQJ�H[SHQVHV �������� ���������� ����������
/RVV�IURP�RSHUDWLRQV ��������� ��������� �����������
2WKHU�LQFRPH��H[SHQVH��
,QWHUHVW�LQFRPH ������� ������� �������
,QWHUHVW�H[SHQVH ���� ���� �����
/RVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQWV �� ������� ��������
/RVV�RQ�LQYHVWPHQWV �������� �������� ��������
�/RVV��JDLQ�RQ�GHFRQVROLGDWLRQ�RI�VXEVLGLDULHV ������� �������� �������
&KDQJH�LQ�IDLU�YDOXH�RI�ZDUUDQW�OLDELOLWLHV ������ ������ ��������
2WKHU�LQFRPH��QHW ������ ������ ������

7RWDO�RWKHU�LQFRPH��H[SHQVH� ������� �������� �������
/RVV�EHIRUH�LQFRPH�WD[HV ��������� ��������� �����������
,QFRPH�WD[�EHQHILW ����� ���� ��������
1HW�ORVV ��������� ��������� �����������
/RVV�DWWULEXWDEOH�WR�QRQ�FRQWUROOLQJ�LQWHUHVW �� �� �������
1HW�ORVV�DWWULEXWDEOH�WR�*LQNJR�%LRZRUNV�+ROGLQJV��,QF��VWRFNKROGHUV � ��������� � ��������� � �����������
1HW�ORVV�SHU�VKDUH�DWWULEXWDEOH�WR�*LQNJR�%LRZRUNV�+ROGLQJV��,QF��FRPPRQ
VWRFNKROGHUV
%DVLF � ������� � ������� � �������
'LOXWHG � ������� � ������� � �������

:HLJKWHG�DYHUDJH�FRPPRQ�VKDUHV�RXWVWDQGLQJ�
%DVLF ���������� ���������� ����������
'LOXWHG ���������� ���������� ����������

&RPSUHKHQVLYH�ORVV�
1HW�ORVV � ��������� � ��������� � �����������
2WKHU�FRPSUHKHQVLYH��ORVV��LQFRPH�
)RUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQW ������� ������ �����
5HFODVVLILFDWLRQ�RI�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQW�UHDOL]HG�XSRQ�VDOH�RI�IRUHLJQ
VXEVLGLDU\ ������ �� ��

���

�

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

)��



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV�DQG�&RPSUHKHQVLYH�/RVV
�LQ�WKRXVDQGV��H[FHSW�VKDUH�GDWD�
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7DEOH�RI�&RQWHQWV

*LQNJR�%LRZRUNV�+ROGLQJV��,QF�
&RQVROLGDWHG�6WDWHPHQWV�RI�6WRFNKROGHUV¶�(TXLW\

�LQ�WKRXVDQGV�H[FHSW�VKDUH�GDWD�

&RPPRQ�6WRFN

6KDUHV� $PRXQW

$GGLWLRQDO
3DLG�,Q
&DSLWDO

$FFXPXODWHG
'HILFLW

$FFXPXODWHG
2WKHU

&RPSUHKHQVLYH
�/RVV��,QFRPH

1RQ�
&RQWUROOLQJ
,QWHUHVW

7RWDO
6WRFNKROGHUV¶

(TXLW\
%DODQFH�DV�RI�'HFHPEHU��������� ���������� � �� � ���������� � ����������� � ������� � ������� � ����������
,VVXDQFH�RI�FRPPRQ�VWRFN�XSRQ�H[HUFLVH�RU
YHVWLQJ�RI�HTXLW\�DZDUGV ��������� � ��� � � � ���
7D[�ZLWKKROGLQJV�UHODWHG�WR�QHW�VKDUH�VHWWOHPHQW
RI�HTXLW\�DZDUGV ������� � ����� � � � �����
,VVXDQFH�RI�FRPPRQ�VWRFN�IRU�EXVLQHVV�DQG
DVVHW�DFTXLVLWLRQV��QHW�RI�LVVXDQFH�FRVWV ��������� � ������� � � � �������
,VVXDQFH�RI�FRPPRQ�VWRFN�SXUVXDQW�WR�SXEOLF
RIIHULQJ��QHW�RI�LVVXDQFH�FRVWV ��������� � ������ � � � ������
,VVXDQFH�RI�FRPPRQ�VWRFN�LQ�H[FKDQJH�IRU
VHUYLFHV ����� � ����� � � � �����
'HFRQVROLGDWLRQ�RI�VXEVLGLDULHV � � � � � �������� ��������
$FTXLVLWLRQ�RI�QRQ�FRQWUROOLQJ�LQWHUHVWV � � ����� � � ������� �
$GRSWLRQ�RI�$6&���� � � � ����� � � �����
6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH � � ��������� � � ����� ���������
)RUHLJQ�FXUUHQF\�WUDQVODWLRQ � � � � ����� � �����
1HW�ORVV � � � ����������� � ������� �����������
%DODQFH�DV�RI�'HFHPEHU��������� ���������� �� ���������� ����������� ������� �� ����������
,VVXDQFH�RI�FRPPRQ�VWRFN�XSRQ�H[HUFLVH�RU
YHVWLQJ�RI�HTXLW\�DZDUGV ��������� � ��� � � � ���
7D[�ZLWKKROGLQJV�UHODWHG�WR�QHW�VKDUH�VHWWOHPHQW
RI�HTXLW\�DZDUGV ����� � ���� � � � ����
6HWWOHPHQW�RI�FRQWLQJHQW�FRQVLGHUDWLRQ ������ � ����� � � � �����
,VVXDQFH�RI�FRPPRQ�VWRFN�IRU�DVVHW
DFTXLVLWLRQV ������� � ����� � � � �����
,VVXDQFH�RI�FRPPRQ�VWRFN�LQ�H[FKDQJH�IRU
VHUYLFHV ������ � ����� � � � �����
)RUIHLWXUH�RI�UHVWULFWHG�VWRFN ������� � � � � � �
6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�DQG�RWKHU � � ������� � � � �������
)RUHLJQ�FXUUHQF\�WUDQVODWLRQ � � � � ����� � �����
1HW�ORVV � � � ��������� � � ���������
%DODQFH�DV�RI�'HFHPEHU��������� ���������� �� ���������� ����������� ������ �� ����������
,VVXDQFH�RI�FRPPRQ�VWRFN�XSRQ�H[HUFLVH�RU
YHVWLQJ�RI�HTXLW\�DZDUGV ��������� � ���� � � � ����
3D\PHQW�IRU�IUDFWLRQDO�VKDUHV�DIWHU�UHYHUVH
VWRFN�VSOLW � � ��� � � � ���
6HWWOHPHQW�RI�FRQWLQJHQW�FRQVLGHUDWLRQ ��������� � ������� � � � �������
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6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH � � �������� � � � ��������
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VXEVLGLDU\ � � � � ������ � ������
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�LQ�WKRXVDQGV�

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

&DVK�IORZV�IURP�RSHUDWLQJ�DFWLYLWLHV�
1HW�ORVV � ��������� � ��������� � �����������
$GMXVWPHQWV�WR�UHFRQFLOH�QHW�ORVV�WR�QHW�FDVK�XVHG�LQ�RSHUDWLQJ�DFWLYLWLHV�

'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ ������� ������� �������
6WRFN�EDVHG�FRPSHQVDWLRQ �������� �������� ����������
*RRGZLOO�LPSDLUPHQW ������� �� ��
5HVWUXFWXULQJ�UHODWHG�LPSDLUPHQW�FKDUJHV ������ �� ��
1RQ�FDVK�FXVWRPHU�FRQVLGHUDWLRQ ������� ������� ��������
/RVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQWV �� ������ �������
/RVV�RQ�LQYHVWPHQWV ������� ������� �������
&KDQJH�LQ�IDLU�YDOXH�RI�QRWHV�UHFHLYDEOH ������ ������ �������
&KDQJH�LQ�IDLU�YDOXH�RI�ZDUUDQW�OLDELOLWLHV ������� ������� ���������
&KDQJH�LQ�IDLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLW\ ������ ������ �������
/RVV��JDLQ��RQ�GHFRQVROLGDWLRQ�RI�VXEVLGLDULHV ������ ������� ��������
,PSDLUPHQW�RI�ORQJ�OLYHG�DVVHWV ������ �������� ��
'HIHUUHG�LQFRPH�WD[�EHQHILW ����� ����� ��������
/RVV�RQ�GLVSRVDO�RI�HTXLSPHQW ���� ���� ������
1RQ�FDVK�OHDVH�H[SHQVH ������� ������� �������
1RQ�FDVK�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW ������� ������ ������
1RQ�FDVK�VHYHUDQFH�DQG�UHWHQWLRQ�ERQXV�H[SHQVH�DVVRFLDWHG�ZLWK�DQ�DFTXLVLWLRQ �� �� ������
2WKHU�QRQ�FDVK�DFWLYLW\ ������ ������ ������

&KDQJHV�LQ�RSHUDWLQJ�DVVHWV�DQG�OLDELOLWLHV�
$FFRXQWV�UHFHLYDEOH�������������DQG��������IURP�UHODWHG�SDUWLHV� ������� ������� �������
3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV ������� ������� �������
2SHUDWLQJ�OHDVH�ULJKW�RI�XVH�DVVHWV ������� ������ �������
2WKHU�QRQ�FXUUHQW�DVVHWV ������� ������ ����
$FFRXQWV�SD\DEOH ������ ������� ��������
$FFUXHG�H[SHQVHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV �������� ������� ��������
'HIHUUHG�UHYHQXH��FXUUHQW�DQG�QRQ�FXUUHQW�����������������������DQG�����������IURP�UHODWHG
SDUWLHV� �������� �������� ��������
2SHUDWLQJ�OHDVH�OLDELOLWLHV��FXUUHQW�DQG�QRQ�FXUUHQW �������� �������� ��������
2WKHU�QRQ�FXUUHQW�OLDELOLWLHV ������ ���� ���

1HW�FDVK�XVHG�LQ�RSHUDWLQJ�DFWLYLWLHV ��������� ��������� ���������
&DVK�IORZV�IURP�LQYHVWLQJ�DFWLYLWLHV�
3XUFKDVHV�RI�SURSHUW\�DQG�HTXLSPHQW �������� �������� ��������
'HFRQVROLGDWLRQ�RI�VXEVLGLDULHV���FDVK �� �������� ��������
%XVLQHVV�DFTXLVLWLRQV��QHW�RI�FDVK�DFTXLUHG ������� �� �������
$VVHW�DFTXLVLWLRQV��QHW�RI�FDVK�DFTXLUHG �� �� �������
3XUFKDVHV�RI�QRWHV�UHFHLYDEOH����������������IURP�UHODWHG�SDUW\� �� ����� ��������
3URFHHGV�IURP�QRWHV�UHFHLYDEOH �� �� �������
3XUFKDVH�RI�LQYHVWPHQW�LQ�HTXLW\�VHFXULWLHV �� �� �������
3URFHHGV�IURP�VDOHV�RI�PDUNHWDEOH�VHFXULWLHV ������ �� ��
3URFHHGV�IURP�VDOH�RI�HTXLSPHQW ���� ������ ��
2WKHU ���� ����� �����
1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV �������� �������� ��������
&DVK�IORZV�IURP�ILQDQFLQJ�DFWLYLWLHV�
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<HDU�(QGHG�'HFHPEHU����
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3URFHHGV�IURP�H[HUFLVH�RI�VWRFN�RSWLRQV ��� ��� ����
7D[HV�SDLG�UHODWHG�WR�QHW�VKDUH�VHWWOHPHQW�RI�HTXLW\�DZDUGV �� ���� �����
3ULQFLSDO�SD\PHQWV�RQ�ILQDQFH�OHDVHV ����� ������� �������
3URFHHGV�IURP�SXEOLF�RIIHULQJ��QHW�RI�LVVXDQFH�FRVWV �� �� �������
&RQWLQJHQW�FRQVLGHUDWLRQ�SD\PHQW ����� ������� �����
3D\PHQW�RI�HTXLW\�LVVXDQFH�FRVWV�DQG�RWKHU ��� ����� �������
1HW�FDVK��XVHG�LQ��SURYLGHG�E\�ILQDQFLQJ�DFWLYLWLHV ������� ������� �������
(IIHFW�RI�IRUHLJQ�H[FKDQJH�UDWHV�RQ�FDVK�DQG�FDVK�HTXLYDOHQWV ����� ����� ����
1HW�GHFUHDVH�LQ�FDVK��FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK ��������� ��������� ���������

&DVK�DQG�FDVK�HTXLYDOHQWV��EHJLQQLQJ�RI�\HDU �������� ���������� ����������
5HVWULFWHG�FDVK��EHJLQQLQJ�RI�\HDU ������� ������� �������
&DVK��FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK��EHJLQQLQJ�RI�\HDU �������� ���������� ����������

&DVK�DQG�FDVK�HTXLYDOHQWV��HQG�RI�\HDU �������� �������� ����������
5HVWULFWHG�FDVK��HQG�RI�\HDU ������� ������� �������
&DVK��FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK��HQG�RI�\HDU � �������� � �������� � ����������
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7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

���2UJDQL]DWLRQ�DQG�%DVLV�RI�3UHVHQWDWLRQ

%XVLQHVV

7KH�PLVVLRQ�RI�*LQNJR�%LRZRUNV�+ROGLQJV��,QF���³*LQNJR´�RU�WKH�³&RPSDQ\´��LV�WR�PDNH�ELRORJ\�HDVLHU�WR�HQJLQHHU��7KH�&RPSDQ\�SURYLGHV
ELRORJLFDO�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�IRU�FXVWRPHUV�DFURVV�PXOWLSOH�PDUNHWV�DQG�LQGXVWULHV��6LQFH�LQFHSWLRQ��WKH�&RPSDQ\�KDV�GHYRWHG�LWV
HIIRUWV�WR�LPSURYLQJ�LWV�SODWIRUP�IRU�SURJUDPPLQJ�FHOOV�WR�HQDEOH�FXVWRPHUV�WR�OHYHUDJH�ELRORJ\�WR�FUHDWH�LPSDFWIXO�SURGXFWV�DFURVV�D�UDQJH�RI
LQGXVWULHV��7KH�&RPSDQ\¶V�SODWIRUP�FRPSULVHV��L��HTXLSPHQW��URERWLF�DXWRPDWLRQ��VRIWZDUH��GDWD�SLSHOLQHV�DQG�WRROV��DQG�VWDQGDUG�RSHUDWLQJ
SURFHGXUHV�IRU�KLJK�WKURXJKSXW�FHOO�HQJLQHHULQJ��IHUPHQWDWLRQ��DQG�DQDO\WLFV��UHIHUUHG�WR�FROOHFWLYHO\�DV�WKH�³)RXQGU\´����LL��D�OLEUDU\�RI�SURSULHWDU\
ELRORJLFDO�DVVHWV�DQG�DVVRFLDWHG�SHUIRUPDQFH�GDWD��UHIHUUHG�WR�FROOHFWLYHO\�DV�³&RGHEDVH´���DQG��LLL��WKH�&RPSDQ\¶V�WHDP�RI�H[SHUW�XVHUV��GHYHORSHUV
DQG�RSHUDWRUV�RI�WKH�)RXQGU\�DQG�&RGHEDVH�

7KH�&RPSDQ\¶V�%LRVHFXULW\�EXVLQHVV�SURYLGHV�VHUYLFHV�WR�JRYHUQPHQW�DQG�FRPPHUFLDO�FXVWRPHUV�ZRUNLQJ�WR�LGHQWLI\��PRQLWRU��SUHYHQW��PLWLJDWH�
DQG�XOWLPDWHO\�SURWHFW�KXPDQLW\�IURP�ELRORJLFDO�WKUHDWV��

���6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV

%DVLV�RI�3UHVHQWDWLRQ

7KH�DFFRPSDQ\LQJ�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�LQ�FRQIRUPLW\�ZLWK�WKH�UXOHV�DQG�UHJXODWLRQV�RI�WKH�6HFXULWLHV�DQG
([FKDQJH�&RPPLVVLRQ��³6(&´��DQG�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD��³*$$3´���$Q\�UHIHUHQFH�LQ�WKHVH
QRWHV�WR�DSSOLFDEOH�JXLGDQFH�LV�PHDQW�WR�UHIHU�WR�WKH�DXWKRULWDWLYH�*$$3�DV�IRXQG�LQ�WKH�$FFRXQWLQJ�6WDQGDUGV�&RGLILFDWLRQ��³$6&´��RI�WKH
)LQDQFLDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG��³)$6%´��

3ULQFLSOHV�RI�&RQVROLGDWLRQ

7KH�DFFRPSDQ\LQJ�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�WKH�DFFRXQWV�RI�WKH�&RPSDQ\��LWV�ZKROO\�RZQHG�VXEVLGLDULHV��PDMRULW\�RZQHG
VXEVLGLDULHV�DQG�YDULDEOH�LQWHUHVW�HQWLWLHV�LI�WKH�&RPSDQ\�LV�WKH�SULPDU\�EHQHILFLDU\��$OO�LQWHUFRPSDQ\�DFFRXQWV�DQG�WUDQVDFWLRQV�KDYH�EHHQ
HOLPLQDWHG��

5HFODVVLILFDWLRQV

&HUWDLQ�SULRU�\HDU�DPRXQWV�KDYH�EHHQ�UHFODVVLILHG�IRU�FRQVLVWHQF\�ZLWK�WKH�FXUUHQW�\HDU�SUHVHQWDWLRQ��,Q�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH
VKHHW�������PLOOLRQ�LQ�ZDUUDQW�OLDELOLWLHV�DV�RI�'HFHPEHU����������ZHUH�UHFODVVLILHG�IURP�ZDUUDQW�OLDELOLWLHV�WR�RWKHU�QRQ�FXUUHQW�OLDELOLWLHV��7RWDO
OLDELOLWLHV�DV�RI�'HFHPEHU����������LV�QRW�FKDQJHG�DV�D�UHVXOW�RI�WKLV�UHFODVVLILFDWLRQ��,Q�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�VWDWHPHQWV�RI�FDVK�IORZV�
�����PLOOLRQ�DQG������PLOOLRQ�ZHUH�UHFODVVLILHG�IURP�DPRUWL]DWLRQ�RI�ILQDQFH�OHDVH�ULJKW�RI�XVH�DVVHWV�WR�RWKHU�QRQ�FDVK�DFWLYLW\�IRU�WKH�\HDUV�HQGHG
'HFHPEHU����������DQG�������UHVSHFWLYHO\��7KH�WRWDO�FDVK�XVHG�LQ�RSHUDWLQJ�DFWLYLWLHV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������LV�QRW
FKDQJHG�DV�D�UHVXOW�RI�WKHVH�UHFODVVLILFDWLRQV�

5HYHUVH�6WRFN�6SOLW

2Q�$XJXVW�����������WKH�³(IIHFWLYH�'DWH´���ZLWK�WKH�DSSURYDO�RI�WKH�&RPSDQ\
V�ERDUG�RI�GLUHFWRUV�DQG�VKDUHKROGHUV��WKH�&RPSDQ\�HIIHFWHG�D�RQH�
IRU�IRUW\��������UHYHUVH�VWRFN�VSOLW��WKH�³5HYHUVH�6WRFN�6SOLW´��IRU�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN��LQFOXVLYH�RI�&ODVV�$�FRPPRQ�VWRFN��&ODVV�%
FRPPRQ�VWRFN�DQG�&ODVV�&�FRPPRQ�VWRFN��SDU�YDOXH���������SHU�VKDUH���$FFRUGLQJO\��DOO�FRPPRQ�VKDUHV��FRPPRQ�VWRFN�HTXLW\�DZDUGV�DQG�FRPPRQ
VWRFN�SHU�VKDUH�DPRXQWV�SUHVHQWHG�KHUHLQ�KDYH�EHHQ�UHWURVSHFWLYHO\�DGMXVWHG�WR�UHIOHFW�WKH�5HYHUVH�6WRFN�6SOLW�

2Q�WKH�(IIHFWLYH�'DWH��HYHU\�IRUW\�VKDUHV�RI�FRPPRQ�VWRFN�LVVXHG�DQG�RXWVWDQGLQJ�LPPHGLDWHO\�SULRU�WR�WKH�(IIHFWLYH�'DWH�ZHUH�DXWRPDWLFDOO\
FRPELQHG�LQWR�RQH�VKDUH�RI�VXFK�FODVV�RI�FRPPRQ�VWRFN�ZLWKRXW�DQ\�FKDQJH�WR�WKH�SDU�YDOXH�SHU�VKDUH��7KH�QXPEHU�RI�VKDUHV�UHVHUYHG�XQGHU�WKH
&RPSDQ\¶V�HTXLW\�SODQV�DQG�WKH�QXPEHU�RI�VKDUHV�XQGHUO\LQJ�DZDUGV�RXWVWDQGLQJ�XQGHU�WKH�&RPSDQ\¶V�HTXLW\�SODQV�ZDV�UHGXFHG�SURSRUWLRQDWHO\�
1R�IUDFWLRQDO�VKDUHV�ZHUH�LVVXHG�LQ�FRQQHFWLRQ�ZLWK�WKH�5HYHUVH�6WRFN�6SOLW��6KDUHKROGHUV�HQWLWOHG�WR�UHFHLYH�D�IUDFWLRQDO�VKDUH�DV�D�UHVXOW�RI�WKH
5HYHUVH�6WRFN�6SOLW�UHFHLYHG�D�FDVK�SD\PHQW�LQ�OLHX�RI�VXFK�IUDFWLRQDO�VKDUHV��7KH�QXPEHU�RI�DXWKRUL]HG�VKDUHV�RI�FRPPRQ�VWRFN�ZDV�QRW�UHGXFHG�

)���
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9DULDEOH�,QWHUHVW�(QWLWLHV

7KH�&RPSDQ\�HYDOXDWHV�LWV�YDULDEOH�LQWHUHVWV�LQ�YDULDEOH�LQWHUHVW�HQWLWLHV��³9,(´��DQG�FRQVROLGDWHV�9,(V�ZKHQ�WKH�&RPSDQ\�LV�WKH�SULPDU\
EHQHILFLDU\��7KH�&RPSDQ\�GHWHUPLQHV�ZKHWKHU�LW�LV�WKH�SULPDU\�EHQHILFLDU\�RI�HDFK�9,(�EDVHG�RQ�LWV�DVVHVVPHQW�RI�ZKHWKHU�WKH�&RPSDQ\�SRVVHVVHV
ERWK��L��WKH�SRZHU�WR�GLUHFW�WKH�DFWLYLWLHV�WKDW�PRVW�VLJQLILFDQWO\�DIIHFW�WKH�9,(¶V�HFRQRPLF�SHUIRUPDQFH�DQG��LL��WKH�REOLJDWLRQ�WR�DEVRUE�ORVVHV�WKDW
FRXOG�EH�VLJQLILFDQW�WR�WKH�9,(�RU�WKH�ULJKW�WR�UHFHLYH�EHQHILWV�WKDW�FRXOG�EH�VLJQLILFDQW�WR�WKH�9,(��7KH�&RPSDQ\�UHHYDOXDWHV�WKH�DFFRXQWLQJ�IRU�LWV
9,(V�XSRQ�WKH�RFFXUUHQFH�RI�HYHQWV�WKDW�FRXOG�FKDQJH�WKH�SULPDU\�EHQHILFLDU\�FRQFOXVLRQ��$V�RI�'HFHPEHU����������DQG�������WKH�PD[LPXP�ULVN�RI
ORVV�UHODWHG�WR�WKH�&RPSDQ\¶V�9,(V�ZDV�OLPLWHG�WR�WKH�FDUU\LQJ�YDOXH�RI�LWV�LQYHVWPHQW�LQ�VXFK�HQWLWLHV��

8VH�RI�(VWLPDWHV

7KH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�LQ�FRQIRUPLW\�ZLWK�*$$3�UHTXLUHV�PDQDJHPHQW�WR�PDNH�HVWLPDWHV�DQG�DVVXPSWLRQV�WKDW�DIIHFW�WKH�UHSRUWHG
DPRXQWV�RI�DVVHWV�DQG�OLDELOLWLHV��UHYHQXHV�DQG�H[SHQVHV��DQG�WKH�GLVFORVXUH�RI�FRQWLQJHQW�OLDELOLWLHV�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��7KH
&RPSDQ\�EDVHV�LWV�HVWLPDWHV�RQ�KLVWRULFDO�H[SHULHQFH�DQG�RWKHU�PDUNHW�VSHFLILF�RU�UHOHYDQW�DVVXPSWLRQV�WKDW�LW�EHOLHYHV�WR�EH�UHDVRQDEOH�XQGHU�WKH
FLUFXPVWDQFHV��5HSRUWHG�DPRXQWV�DQG�GLVFORVXUHV�UHIOHFW�WKH�RYHUDOO�HFRQRPLF�FRQGLWLRQV�WKDW�PDQDJHPHQW�EHOLHYHV�DUH�PRVW�OLNHO\�WR�RFFXU��DQG
WKH�DQWLFLSDWHG�PHDVXUHV�PDQDJHPHQW�LQWHQGV�WR�WDNH��$FWXDO�UHVXOWV�FRXOG�GLIIHU�PDWHULDOO\�IURP�WKRVH�HVWLPDWHV��$OO�UHYLVLRQV�WR�DFFRXQWLQJ
HVWLPDWHV�DUH�UHFRJQL]HG�LQ�WKH�SHULRG�LQ�ZKLFK�WKH�HVWLPDWHV�DUH�UHYLVHG�

&RQFHQWUDWLRQV�RI�&UHGLW�5LVN

)LQDQFLDO�LQVWUXPHQWV�WKDW�SRWHQWLDOO\�VXEMHFW�WKH�&RPSDQ\�WR�FRQFHQWUDWLRQV�RI�FUHGLW�ULVN�SULPDULO\�FRQVLVW�RI�FDVK�DQG�FDVK�HTXLYDOHQWV�
UHVWULFWHG�FDVK��WUDGH�DFFRXQWV�UHFHLYDEOH�DQG�QRWHV�UHFHLYDEOH��7KH�&RPSDQ\¶V�FDVK�DQG�FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK�DUH�PDLQWDLQHG�LQ
EDQN�GHSRVLW�DFFRXQWV�DQG�PRQH\�PDUNHW�IXQGV�WKDW�UHJXODUO\�H[FHHG�IHGHUDOO\�LQVXUHG�OLPLWV��7KH�&RPSDQ\�LV�H[SRVHG�WR�FUHGLW�ULVN�RQ�LWV�FDVK�
FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK�LQ�WKH�HYHQW�RI�GHIDXOW�E\�WKH�ILQDQFLDO�LQVWLWXWLRQV�WR�WKH�H[WHQW�DFFRXQW�EDODQFHV�H[FHHG�WKH�DPRXQW�LQVXUHG
E\�WKH�)HGHUDO�'HSRVLW�,QVXUDQFH�&RUSRUDWLRQ��7KH�&RPSDQ\�EHOLHYHV�WKDW�LW�LV�QRW�H[SRVHG�WR�VLJQLILFDQW�FUHGLW�ULVN�DV�LWV�GHSRVLWV�DUH�JHQHUDOO\
KHOG�LQ�ILQDQFLDO�LQVWLWXWLRQV�WKDW�PDQDJHPHQW�EHOLHYHV�WR�EH�RI�KLJK�FUHGLW�TXDOLW\��7R�GDWH��WKH�&RPSDQ\�KDV�QRW�H[SHULHQFHG�DQ\�PDWHULDO�ZULWH�
RIIV�UHODWHG�WR�LWV�WUDGH�DFFRXQWV�UHFHLYDEOH��$�SRUWLRQ�RI�WKH�&RPSDQ\¶V�%LRVHFXULW\�UHYHQXH�LV�GHULYHG�IURP�VDOHV�RI�VHUYLFHV�WR�IRUHLJQ
JRYHUQPHQW�DJHQFLHV�LQ�FHUWDLQ�GHYHORSLQJ�FRXQWULHV��7KH�&RPSDQ\¶V�PD[LPXP�FUHGLW�ULVN�H[SRVXUH�ZLWK�UHVSHFW�WR�QRWHV�UHFHLYDEOH�LV�HTXLYDOHQW
WR�WKH�FDUU\LQJ�YDOXH�RI�WKH�QRWHV�DV�RI�WKH�EDODQFH�VKHHW�GDWH��7KH�&RPSDQ\�PLWLJDWHV�WKLV�ULVN�E\�UHTXLULQJ�FROODWHUDO�IRU�FHUWDLQ�QRWHV�DQG
PRQLWRULQJ�WKH�FRXQWHUSDUW\¶V�ILQDQFLDO�FRQGLWLRQ�

)RU�WKH�\HDU�HQGHG�'HFHPEHU�����������WZR�FXVWRPHUV�LQ�WKH�&HOO�(QJLQHHULQJ�VHJPHQW�DFFRXQWHG�IRU�����DQG�����RI�WKH�&RPSDQ\¶V�WRWDO�UHYHQXH�
ZKLOH�RQH�FXVWRPHU�LQ�WKH�%LRVHFXULW\�VHJPHQW�DFFRXQWHG�IRU�����RI�WKH�&RPSDQ\¶V�WRWDO�UHYHQXH��)RU�WKH�\HDU�HQGHG�'HFHPEHU�����������RQH
FXVWRPHU�LQ�WKH�&HOO�(QJLQHHULQJ�VHJPHQW�DQG�RQH�FXVWRPHU�LQ�WKH�%LRVHFXULW\�VHJPHQW�DFFRXQWHG�IRU�����DQG������UHVSHFWLYHO\��RI�WKH�&RPSDQ\
V
WRWDO�UHYHQXH��)RU�WKH�\HDU�HQGHG�'HFHPEHU�����������WZR�FXVWRPHUV�LQ�WKH�%LRVHFXULW\�VHJPHQW�HDFK�DFFRXQWHG�IRU�����RI�WKH�&RPSDQ\¶V�WRWDO
UHYHQXH�

&DVK�DQG�&DVK�(TXLYDOHQWV

7KH�&RPSDQ\¶V�FDVK�LV�FRPSULVHG�RI�EDQN�GHSRVLWV��RYHUQLJKW�VZHHS�DFFRXQWV�DQG�PRQH\�PDUNHW�IXQGV��7KH�&RPSDQ\�FRQVLGHUV�DOO�KLJKO\�OLTXLG
LQYHVWPHQWV�ZLWK�RULJLQDO�PDWXULWLHV�RI�WKUHH�PRQWKV�RU�OHVV�DW�WKH�GDWH�RI�SXUFKDVH�WR�EH�FDVK�HTXLYDOHQWV��7KH�FDUU\LQJ�YDOXH�RI�WKH�&RPSDQ\¶V
FDVK�DQG�FDVK�HTXLYDOHQWV�DSSUR[LPDWH�IDLU�YDOXH�GXH�WR�WKHLU�VKRUW�WHUP�PDWXULWLHV��

5HVWULFWHG�&DVK

5HVWULFWHG�FDVK�SULPDULO\�LQFOXGHV�FDVK�EDODQFHV�FROODWHUDOL]LQJ�OHWWHUV�RI�FUHGLW�DVVRFLDWHG�ZLWK�WKH�&RPSDQ\¶V�IDFLOLW\�OHDVHV�DQG�FXVWRPHU
SUHSD\PHQWV�UHTXLULQJ�VHJUHJDWLRQ�DQG�UHVWULFWLRQV�LQ�LWV�XVH�LQ�DFFRUGDQFH�ZLWK�WKH�FXVWRPHU�DJUHHPHQW��5HVWULFWHG�FDVK�LV�LQFOXGHG�LQ�SUHSDLG
H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV�DQG�RWKHU�QRQ�FXUUHQW�DVVHWV�RQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHW�

$OORZDQFH�IRU�&UHGLW�/RVVHV

7KH�&RPSDQ\�PDLQWDLQV�DQ�DOORZDQFH�IRU�FUHGLW�ORVVHV�WR�SURYLGH�IRU�WKH�HVWLPDWHG�DPRXQWV�RI�UHFHLYDEOHV�WKDW�ZLOO�QRW�EH�FROOHFWHG�RYHU�WKH
HVWLPDWHG�OLIH�RI�WKH�DVVHWV��7KH�DOORZDQFH�LV�FDOFXODWHG�E\�FRQVLGHULQJ�SUHYLRXV�ORVV�KLVWRU\��GHOLQTXHQF\�RI�UHFHLYDEOHV�EDODQFHV��FXUUHQW
HFRQRPLF�FRQGLWLRQV�DQG�DQWLFLSDWHG�IXWXUH�HFRQRPLF�FRQGLWLRQV�LQ�WKH�JHRJUDSKLHV�DQG�LQGXVWULHV�LQ�ZKLFK�WKH�&RPSDQ\¶V�FXVWRPHUV�RSHUDWH��7R
WKH�H[WHQW�DQ�LQGLYLGXDO�FXVWRPHU¶V�FUHGLW
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TXDOLW\�GHWHULRUDWHV��WKH�&RPSDQ\�PHDVXUHV�DQ�DOORZDQFH�EDVHG�RQ�WKH�ULVN�FKDUDFWHULVWLFV�RI�WKH�LQGLYLGXDO�FXVWRPHU��2QFH�D�UHFHLYDEOH�LV�GHHPHG
WR�EH�XQFROOHFWLEOH��VXFK�EDODQFH�LV�FKDUJHG�DJDLQVW�WKH�DOORZDQFH��7KH�DOORZDQFH�LV�FDOFXODWHG�DW�HDFK�UHSRUWLQJ�SHULRG�ZLWK�FKDQJHV�UHFRUGHG�WR
JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVH�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV��$FFRXQWV�UHFHLYDEOH�DUH�QHW�RI�DQ
DOORZDQFH�IRU�FUHGLW�ORVVHV�RI������PLOOLRQ�DQG������PLOOLRQ�DW�'HFHPEHU����������DQG�������UHVSHFWLYHO\�

3URSHUW\��3ODQW�DQG�(TXLSPHQW��QHW

3URSHUW\��SODQW�DQG�HTXLSPHQW�DUH�VWDWHG�DW�FRVW�OHVV�DFFXPXODWHG�GHSUHFLDWLRQ��/DQG�LV�VWDWHG�DW�FRVW��'HSUHFLDWLRQ�LV�FRPSXWHG�XVLQJ�WKH�VWUDLJKW�
OLQH�PHWKRG�RYHU�WKH�HVWLPDWHG�XVHIXO�OLYHV�RI�WKH�DVVHWV�RU�WKH�UHPDLQLQJ�OHDVH�WHUP�IRU�OHDVHKROG�LPSURYHPHQWV��(VWLPDWHG�OLYHV�RI�SURSHUW\��SODQW
DQG�HTXLSPHQW�DUH�DV�IROORZV�

(VWLPDWHG�8VHIXO�/LIH
&RPSXWHU�HTXLSPHQW�DQG�VRIWZDUH ��WR���\HDUV
)XUQLWXUH�DQG�IL[WXUHV ��\HDUV
/DE�HTXLSPHQW ��WR���\HDUV
%XLOGLQJV�DQG�IDFLOLWLHV ���WR����\HDUV
9HKLFOHV ��\HDUV
/HDVHKROG�LPSURYHPHQWV 6KRUWHU�RI�XVHIXO�OLIH�RU�UHPDLQLQJ�OHDVH�WHUP

([SHQGLWXUHV�IRU�PDLQWHQDQFH�DQG�UHSDLUV�DUH�H[SHQVHG�DV�LQFXUUHG��:KHQ�DVVHWV�DUH�UHWLUHG�RU�RWKHUZLVH�GLVSRVHG�RI��WKH�UHODWHG�FRVW�DQG
DFFXPXODWHG�GHSUHFLDWLRQ�LV�UHPRYHG�IURP�WKH�EDODQFH�VKHHW�DQG�DQ\�UHVXOWLQJ�JDLQ�RU�ORVV�LV�UHFRUGHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV
DQG�FRPSUHKHQVLYH�ORVV��&RQVWUXFWLRQ�LQ�SURJUHVV�UHODWHV�WR�DVVHWV�ZKLFK�KDYH�QRW�EHHQ�SODFHG�LQ�VHUYLFH�DV�RI�WKH�SHULRG�HQG��

(TXLW\�0HWKRG�,QYHVWPHQWV

7KH�&RPSDQ\�XWLOL]HV�WKH�HTXLW\�PHWKRG�WR�DFFRXQW�IRU�LWV�LQYHVWPHQWV�LQ�FRPPRQ�VWRFN��RU�LQ�VXEVWDQFH�FRPPRQ�VWRFN��ZKHQ�LW�SRVVHVVHV�WKH
DELOLW\�WR�H[HUFLVH�VLJQLILFDQW�LQIOXHQFH��EXW�QRW�FRQWURO��RYHU�WKH�RSHUDWLQJ�DQG�ILQDQFLDO�SROLFLHV�RI�WKH�LQYHVWHH��7KH�&RPSDQ\�XVHV�MXGJPHQW�ZKHQ
GHWHUPLQLQJ�WKH�OHYHO�RI�LQIOXHQFH�RYHU�WKH�RSHUDWLQJ�DQG�ILQDQFLDO�SROLFLHV�RI�WKH�LQYHVWHH�FRQVLGHULQJ�NH\�IDFWRUV�LQFOXGLQJ��DPRQJ�RWKHUV��WKH
&RPSDQ\¶V�RZQHUVKLS�LQWHUHVW��UHSUHVHQWDWLRQ�RQ�WKH�ERDUG�RI�GLUHFWRUV��SDUWLFLSDWLRQ�LQ�SROLF\�PDNLQJ�GHFLVLRQV�DQG�PDWHULDO�FRQWUDFWXDO
DUUDQJHPHQWV�DQG�REOLJDWLRQV��,QFRPH�DQG�ORVVHV�DUH�DOORFDWHG�EDVHG�XSRQ�UHODWLYH�RZQHUVKLS�LQWHUHVW�XQOHVV�WKHUH�LV�D�VXEVWDQWLYH�SURILW�VKDULQJ
DJUHHPHQW�LQ�SODFH�

)RU�LQYHVWPHQWV�ZLWK�D�VXEVWDQWLYH�SURILW�VKDULQJ�DJUHHPHQW��WKH�&RPSDQ\�XWLOL]HV�WKH�K\SRWKHWLFDO�OLTXLGDWLRQ�DW�ERRN�YDOXH��³+/%9´��PHWKRG�WR
DOORFDWH�LQFRPH�DQG�ORVVHV�IURP�WKH�HTXLW\�PHWKRG�LQYHVWPHQW��8QGHU�WKH�+/%9�PHWKRG��WKH�&RPSDQ\�XWLOL]HV�WKH�FDSLWDO�DFFRXQW�DW�WKH�HQG�RI�WKH
SHULRG�DVVXPLQJ�WKH�ERRN�YDOXH�RI�WKH�HQWLW\�ZDV�OLTXLGDWHG�RU�VROG�PLQXV�WKH�VDPH�FDOFXODWLRQ�DW�WKH�EHJLQQLQJ�RI�WKH�SHULRG��7KH�GLIIHUHQFH�LV�WKH
VKDUH�RI�HDUQLQJV�RU�ORVVHV�DWWULEXWDEOH�WR�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�

8QGHU�WKH�HTXLW\�PHWKRG��LI�WKHUH�LV�D�FRPPLWPHQW�IRU�WKH�&RPSDQ\�WR�IXQG�WKH�ORVVHV�RI�LWV�HTXLW\�PHWKRG�LQYHVWHHV��WKH�&RPSDQ\�ZRXOG�FRQWLQXH
WR�UHFRUG�LWV�VKDUH�RI�ORVVHV�UHVXOWLQJ�LQ�D�QHJDWLYH�HTXLW\�PHWKRG�LQYHVWPHQW��ZKLFK�ZRXOG�EH�SUHVHQWHG�DV�D�OLDELOLW\�RQ�WKH�FRQVROLGDWHG�EDODQFH
VKHHW��&RPPLWPHQWV�PD\�EH�H[SOLFLW�DQG�PD\�LQFOXGH�IRUPDO�JXDUDQWHHV��OHJDO�REOLJDWLRQV��RU�DUUDQJHPHQWV�E\�FRQWUDFW��,PSOLFLW�FRPPLWPHQWV�PD\
DULVH�IURP�UHSXWDWLRQDO�H[SHFWDWLRQV��LQWHUFRPSDQ\�UHODWLRQVKLSV��VWDWHPHQWV�E\�WKH�&RPSDQ\�RI�LWV�LQWHQWLRQ�WR�SURYLGH�VXSSRUW��D�KLVWRU\�RI
SURYLGLQJ�ILQDQFLDO�VXSSRUW�RU�RWKHU�IDFWV�DQG�FLUFXPVWDQFHV��:KHQ�WKH�&RPSDQ\�KDV�QR�FRPPLWPHQW�WR�IXQG�WKH�ORVVHV�RI�LWV�HTXLW\�PHWKRG
LQYHVWHHV��WKH�FDUU\LQJ�YDOXH�RI�LWV�HTXLW\�PHWKRG�LQYHVWPHQWV�ZLOO�QRW�EH�UHGXFHG�EHORZ�]HUR��7KH�&RPSDQ\�KDG�QR�FRPPLWPHQW�WR�IXQG�DGGLWLRQDO
ORVVHV�RI�LWV�HTXLW\�PHWKRG�LQYHVWPHQWV�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������RWKHU�WKDQ�GLVVROXWLRQ�FRVWV�IRU�-R\Q�%LR��//&�LQ
������VHH�1RWHV���DQG����

7KH�&RPSDQ\�HYDOXDWHV�LWV�HTXLW\�PHWKRG�LQYHVWPHQWV�IRU�LPSDLUPHQW�ZKHQHYHU�HYHQWV�RU�FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�FDUU\LQJ�YDOXH�RI�WKH
LQYHVWPHQW�PD\�QRW�EH�UHFRYHUDEOH��7KH�&RPSDQ\�FRQVLGHUV�WKH�LQYHVWHH¶V�ILQDQFLDO�SRVLWLRQ��IRUHFDVWV�DQG�HFRQRPLF�RXWORRN��DQG�WKH�HVWLPDWHG
GXUDWLRQ�DQG�H[WHQW�RI�ORVVHV�WR�GHWHUPLQH�ZKHWKHU�D�UHFRYHU\�LV�DQWLFLSDWHG��$Q�LPSDLUPHQW�WKDW�LV�RWKHU�WKDQ�WHPSRUDU\�LV�UHFRJQL]HG�LQ�WKH�SHULRG
LGHQWLILHG��7KH�&RPSDQ\�KDV�QRW
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UHFRJQL]HG�DQ�LPSDLUPHQW�ORVV�UHODWHG�WR�LWV�HTXLW\�PHWKRG�LQYHVWPHQWV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������

7KH�&RPSDQ\�PD\�HOHFW�WKH�IDLU�YDOXH�RSWLRQ�IRU�LWV�HTXLW\�PHWKRG�LQYHVWPHQWV�RQ�DQ�LQYHVWPHQW�E\�LQYHVWPHQW�EDVLV��)RU�DOO�HTXLW\�PHWKRG
LQYHVWPHQWV�DFFRXQWHG�IRU�XQGHU�WKH�IDLU�YDOXH�RSWLRQ��WKH�&RPSDQ\�FDUULHV�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�DW�IDLU�YDOXH�DQG�UHFRUGV�DOO�VXEVHTXHQW
FKDQJHV�LQ�IDLU�YDOXH�DV�D�FRPSRQHQW�RI�ORVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQWV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV��

,QYHVWPHQWV

,QYHVWPHQWV�LQFOXGH�PDUNHWDEOH�HTXLW\�VHFXULWLHV�LQ�SXEOLFO\�WUDGHG�FRPSDQLHV��QRQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV�LQ�SULYDWHO\�KHOG�FRPSDQLHV�
6LPSOH�$JUHHPHQW�IRU�)XWXUH�(TXLW\��³6$)(´��DQG�ZDUUDQWV��LQ�HDFK�FDVH��LQ�ZKLFK�WKH�&RPSDQ\�GRHV�QRW�SRVVHVV�WKH�DELOLW\�WR�H[HUFLVH�VLJQLILFDQW
LQIOXHQFH�RYHU�WKH�LQYHVWHH�

,QYHVWPHQWV�LQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV�RU�ZDUUDQWV�RI�SXEOLFO\�WUDGHG�FRPSDQLHV�DUH�PHDVXUHG�DW�IDLU�YDOXH�ZLWK�VXEVHTXHQW�FKDQJHV�LQ�IDLU
YDOXH�UHFRUGHG�LQ�ORVV�RQ�LQYHVWPHQWV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV��0DUNHWDEOH�HTXLW\�VHFXULWLHV�DUH
FODVVLILHG�DV�QRQ�FXUUHQW�RQ�WKH�EDODQFH�VKHHW�DV�WKH\�DUH�QRW�FXUUHQWO\�DYDLODEOH�IRU�VDOH�

,QYHVWPHQWV�LQ�QRQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV�RI�SULYDWHO\�KHOG�FRPSDQLHV�DQG�6$)(V��ZKLFK�GR�QRW�KDYH�UHDGLO\�GHWHUPLQDEOH�IDLU�YDOXHV��DUH
FDUULHG�DW�FRVW��OHVV�DQ\�LPSDLUPHQWV��SOXV�RU�PLQXV�FKDQJHV�UHVXOWLQJ�IURP�REVHUYDEOH�SULFH�FKDQJHV�LQ�RUGHUO\�WUDQVDFWLRQV�IRU�WKH�LGHQWLFDO�RU�D
VLPLODU�LQYHVWPHQW�RI�WKH�VDPH�LVVXHU��(DFK�SHULRG�WKH�&RPSDQ\�DVVHVVHV�UHOHYDQW�WUDQVDFWLRQV�WR�LGHQWLI\�REVHUYDEOH�SULFH�FKDQJHV��DQG�WKH
&RPSDQ\�UHJXODUO\�PRQLWRUV�WKHVH�LQYHVWPHQWV�WR�HYDOXDWH�ZKHWKHU�WKHUH�LV�DQ�LQGLFDWLRQ�RI�LPSDLUPHQW��7KH�&RPSDQ\�HYDOXDWHV�ZKHWKHU�DQ
LQYHVWPHQW¶V�IDLU�YDOXH�LV�OHVV�WKDQ�LWV�FDUU\LQJ�YDOXH�XVLQJ�DQ�HVWLPDWH�RI�IDLU�YDOXH��LI�VXFK�DQ�HVWLPDWH�LV�DYDLODEOH��)RU�SHULRGV�LQ�ZKLFK�WKHUH�LV�QR
HVWLPDWH�RI�IDLU�YDOXH��WKH�&RPSDQ\�HYDOXDWHV�ZKHWKHU�DQ�HYHQW�RU�FKDQJH�LQ�FLUFXPVWDQFHV�KDV�RFFXUUHG�WKDW�PD\�KDYH�D�VLJQLILFDQW�DGYHUVH�HIIHFW
RQ�WKH�YDOXH�RI�WKH�LQYHVWPHQW��6HH�1RWHV���DQG���IRU�DGGLWLRQDO�LQIRUPDWLRQ�RQ�,QYHVWPHQWV��

)DLU�9DOXH�0HDVXUHPHQWV

7KH�&RPSDQ\�FDWHJRUL]HV�LWV�DVVHWV�DQG�OLDELOLWLHV�PHDVXUHG�DW�IDLU�YDOXH�LQ�DFFRUGDQFH�ZLWK�WKH�DXWKRULWDWLYH�DFFRXQWLQJ�JXLGDQFH�WKDW�HVWDEOLVKHV
D�FRQVLVWHQW�IUDPHZRUN�IRU�PHDVXULQJ�IDLU�YDOXH�DQG�UHTXLUHV�GLVFORVXUHV�IRU�HDFK�PDMRU�DVVHW�DQG�OLDELOLW\�FDWHJRU\�PHDVXUHG�DW�IDLU�YDOXH�RQ�HLWKHU
D�UHFXUULQJ�RU�QRQUHFXUULQJ�EDVLV�

$6&������)DLU�9DOXH�0HDVXUHPHQW��³$6&����´���HVWDEOLVKHV�D�IDLU�YDOXH�KLHUDUFK\�IRU�LQVWUXPHQWV�PHDVXUHG�DW�IDLU�YDOXH�WKDW�GLVWLQJXLVKHV�EHWZHHQ
DVVXPSWLRQV�EDVHG�RQ�PDUNHW�GDWD��REVHUYDEOH�LQSXWV��DQG�WKH�&RPSDQ\¶V�RZQ�DVVXPSWLRQV��XQREVHUYDEOH�LQSXWV���2EVHUYDEOH�LQSXWV�DUH�LQSXWV
WKDW�PDUNHW�SDUWLFLSDQWV�ZRXOG�XVH�LQ�SULFLQJ�WKH�DVVHW�RU�OLDELOLW\�EDVHG�RQ�PDUNHW�GDWD�REWDLQHG�IURP�VRXUFHV�LQGHSHQGHQW�RI�WKH�&RPSDQ\�
8QREVHUYDEOH�LQSXWV�DUH�LQSXWV�WKDW�UHIOHFW�WKH�&RPSDQ\¶V�DVVXPSWLRQV�DERXW�WKH�LQSXWV�WKDW�PDUNHW�SDUWLFLSDQWV�ZRXOG�XVH�LQ�SULFLQJ�WKH�DVVHW�RU
OLDELOLW\�DQG�DUH�GHYHORSHG�EDVHG�RQ�WKH�EHVW�LQIRUPDWLRQ�DYDLODEOH�LQ�WKH�FLUFXPVWDQFHV�

$6&�����LGHQWLILHV�IDLU�YDOXH�DV�WKH�H[FKDQJH�SULFH��RU�H[LW�SULFH��UHSUHVHQWLQJ�WKH�DPRXQW�WKDW�ZRXOG�EH�UHFHLYHG�WR�VHOO�DQ�DVVHW�RU�SDLG�WR�WUDQVIHU�D
OLDELOLW\�LQ�DQ�RUGHUO\�WUDQVDFWLRQ�EHWZHHQ�PDUNHW�SDUWLFLSDQWV��$V�D�EDVLV�IRU�FRQVLGHULQJ�PDUNHW�SDUWLFLSDQW�DVVXPSWLRQV�LQ�IDLU�YDOXH
PHDVXUHPHQWV��$6&�����HVWDEOLVKHV�D�WKUHH�WLHU�IDLU�YDOXH�KLHUDUFK\�WKDW�GLVWLQJXLVKHV�DPRQJ�WKH�IROORZLQJ�

� /HYHO����4XRWHG�SULFHV��XQDGMXVWHG��LQ�DFWLYH�PDUNHWV�IRU�LGHQWLFDO�DVVHWV�RU�OLDELOLWLHV�

� /HYHO����,QSXWV�RWKHU�WKDQ�TXRWHG�SULFHV�LQFOXGHG�ZLWKLQ�/HYHO���WKDW�DUH�HLWKHU�GLUHFWO\�RU�LQGLUHFWO\�REVHUYDEOH��DQG

� /HYHO����8QREVHUYDEOH�LQSXWV�LQ�ZKLFK�OLWWOH�RU�QR�PDUNHW�DFWLYLW\�H[LVWV��WKHUHIRUH�UHTXLULQJ�DQ�HQWLW\�WR�GHYHORS�LWV�RZQ�DVVXPSWLRQV
DERXW�WKH�DVVXPSWLRQV�WKDW�PDUNHW�SDUWLFLSDQWV�ZRXOG�XVH�LQ�SULFLQJ�

7R�WKH�H[WHQW�WKDW�WKH�YDOXDWLRQ�LV�EDVHG�RQ�PRGHOV�RU�LQSXWV�WKDW�DUH�HLWKHU�OHVV�REVHUYDEOH�RU�XQREVHUYDEOH�LQ�WKH�PDUNHW��WKH�GHWHUPLQDWLRQ�RI�IDLU
YDOXH�UHTXLUHV�PRUH�MXGJPHQW��$FFRUGLQJO\��WKH�GHJUHH�RI�MXGJPHQW�H[HUFLVHG�E\�WKH�&RPSDQ\�LQ�GHWHUPLQLQJ�IDLU�YDOXH�LV�JUHDWHVW�IRU�LQVWUXPHQWV
FDWHJRUL]HG�LQ�/HYHO����$�ILQDQFLDO�LQVWUXPHQW¶V�OHYHO�ZLWKLQ�WKH�IDLU�YDOXH�KLHUDUFK\�LV�EDVHG�RQ�WKH�ORZHVW�OHYHO�RI�DQ\�LQSXW�WKDW�LV�VLJQLILFDQW�WR�WKH
IDLU�YDOXH�PHDVXUHPHQW�

)���
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7KH�&RPSDQ\�YDOXHG�LWV�PRQH\�PDUNHW�IXQG�KROGLQJV��QRWHV�UHFHLYDEOH��PDUNHWDEOH�HTXLW\�VHFXULWLHV��ZDUUDQW�OLDELOLWLHV�DQG�FRQWLQJHQW
FRQVLGHUDWLRQ�OLDELOLWLHV�DW�IDLU�YDOXH�RQ�D�UHFXUULQJ�EDVLV��7KH�FDUU\LQJ�DPRXQWV�RI�WKH�&RPSDQ\¶V�RWKHU�ILQDQFLDO�LQVWUXPHQWV��ZKLFK�LQFOXGH
DFFRXQWV�UHFHLYDEOH��FHUWDLQ�SUHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV��DFFRXQWV�SD\DEOH�DQG�DFFUXHG�H[SHQVHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV
DSSUR[LPDWH�WKHLU�IDLU�YDOXHV�GXH�WR�WKHLU�VKRUW�WHUP�QDWXUH��

,PSDLUPHQW�RI�/RQJ�/LYHG�$VVHWV

7KH�&RPSDQ\�UHYLHZV�LWV�ORQJ�OLYHG�DVVHWV�RU�DVVHW�JURXSV�IRU�LPSDLUPHQW�ZKHQHYHU�HYHQWV�RU�FKDQJHV�LQ�FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�FDUU\LQJ
YDOXH�RI�WKH�DVVHWV�PD\�QRW�EH�UHFRYHUDEOH��5HFRYHUDELOLW\�LV�PHDVXUHG�E\�FRPSDULQJ�WKH�FDUU\LQJ�YDOXH�RI�WKH�ORQJ�OLYHG�DVVHWV�WR�WKH�IXWXUH
XQGLVFRXQWHG�FDVK�IORZV�H[SHFWHG�WR�EH�JHQHUDWHG�E\�WKH�DVVHWV��,Q�GHWHUPLQLQJ�WKH�H[SHFWHG�IXWXUH�FDVK�IORZV��WKH�&RPSDQ\�XVHV�DVVXPSWLRQV
EHOLHYHG�WR�EH�UHDVRQDEOH��EXW�ZKLFK�LQKHUHQWO\�XQFHUWDLQ��$FWXDO�IXWXUH�FDVK�IORZV�PD\�GLIIHU�IURP�WKH�HVWLPDWHV�XVHG�LQ�LPSDLUPHQW�WHVWLQJ��7KH
&RPSDQ\�UHFRJQL]HV�DQ�LPSDLUPHQW�ORVV�ZKHQ�DQG�WR�WKH�H[WHQW�WKDW�WKH�HVWLPDWHG�IDLU�YDOXH�RI�ORQJ�OLYHG�DVVHW�LV�OHVV�WKDQ�WKH�FDUU\LQJ�YDOXH��6HH
1RWHV������DQG����IRU�D�GHVFULSWLRQ�RI�LPSDLUPHQW�ORVVHV�UHFRUGHG�RQ�ORQJ�OLYHG�DVVHWV��

%XVLQHVV�&RPELQDWLRQV

7KH�&RPSDQ\�DFFRXQWV�IRU�EXVLQHVV�FRPELQDWLRQV�XVLQJ�WKH�DFTXLVLWLRQ�PHWKRG�RI�DFFRXQWLQJ��7KH�&RPSDQ\�UHFRJQL]HV�WKH�LGHQWLILDEOH�DVVHWV
DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�DW�WKHLU�DFTXLVLWLRQ�GDWH�IDLU�YDOXHV�DQG�UHFRJQL]HV�DQ\�H[FHVV�RI�WKH�WRWDO�FRQVLGHUDWLRQ�SDLG�RYHU�WKH�IDLU�YDOXH�RI
WKH�LGHQWLILDEOH�QHW�DVVHWV�DV�JRRGZLOO��$Q\�SXUFKDVH�SULFH�WKDW�LV�FRQVLGHUHG�FRQWLQJHQW�FRQVLGHUDWLRQ�LV�PHDVXUHG�DW�LWV�HVWLPDWHG�IDLU�YDOXH�DW�WKH
DFTXLVLWLRQ�GDWH�DQG�UHPHDVXUHG�DW�HDFK�UHSRUWLQJ�SHULRG��ZLWK�FKDQJHV�LQ�HVWLPDWHG�IDLU�YDOXH�UHFRUGHG�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�LQ
WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV��$FTXLVLWLRQ�WUDQVDFWLRQ�FRVWV�DUH�H[SHQVHG�ZKHQ�LQFXUUHG��7KH�RSHUDWLQJ
UHVXOWV�RI�DQ�DFTXLVLWLRQ�DUH�LQFOXGHG�LQ�WKH�&RPSDQ\¶V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DV�RI�WKH�DFTXLVLWLRQ�GDWH�

,QWDQJLEOH�$VVHWV��QHW

,QWDQJLEOH�DVVHWV��QHW�FRQVLVW�RI�FHUWDLQ�GHILQLWH�OLYHG�DVVHWV�LQFOXGLQJ�SDWHQWV��SURFHVVHV�DQG�NQRZ�KRZ�UHODWHG�WR�WHFKQRORJ\�DFTXLUHG�WKURXJK
EXVLQHVV�FRPELQDWLRQV�DQG�DVVHW�DFTXLVLWLRQV��7KH�&RPSDQ\�DPRUWL]HV�VXFK�LQWDQJLEOH�DVVHWV�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKHLU�HVWLPDWHG�XVHIXO
OLIH��

*RRGZLOO

*RRGZLOO�UHSUHVHQWHG�WKH�H[FHVV�RI�WKH�DFTXLVLWLRQ�FRVW�RYHU�WKH�IDLU�PDUNHW�YDOXH�RI�WKH�QHW�DVVHWV�DFTXLUHG��$OO�JRRGZLOO�ZDV�DOORFDWHG�WR�WKH�&HOO
(QJLQHHULQJ�UHSRUWLQJ�XQLW�DQG�VHJPHQW�LGHQWLILHG�LQ�1RWH�����7KH�&RPSDQ\�FRQVLGHUV�YDULRXV�TXDOLWDWLYH�IDFWRUV�WKDW�FRXOG�LQGLFDWH�LPSDLUPHQW�RI
JRRGZLOO�VXFK�DV�PDFURHFRQRPLF�FRQGLWLRQV��LQGXVWU\�DQG�PDUNHW�HQYLURQPHQW��RYHUDOO�ILQDQFLDO�SHUIRUPDQFH�RI�WKH�&RPSDQ\��FDVK�IORZ�IURP
RSHUDWLQJ�DFWLYLWLHV�DQG�PDUNHW�FDSLWDOL]DWLRQ��,I�WKH�TXDOLWDWLYH�DVVHVVPHQW�LQGLFDWHV�WKDW�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ
XQLW�LV�OHVV�WKDQ�LWV�FDUU\LQJ�DPRXQW��WKH�&RPSDQ\�SHUIRUPV�D�TXDQWLWDWLYH�DVVHVVPHQW�WR�FRPSDUH�WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�WR�LWV�FDUU\LQJ
YDOXH��LQFOXGLQJ�JRRGZLOO��,I�WKH�FDUU\LQJ�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�H[FHHGV�WKH�IDLU�YDOXH��DQ�LPSDLUPHQW�ORVV�LV�UHFRJQL]HG�OLPLWHG�WR�WKH�WRWDO
DPRXQW�RI�JRRGZLOO�DOORFDWHG�WR�WKDW�UHSRUWLQJ�XQLW��$�FRPELQDWLRQ�RI�WKH�LQFRPH�DSSURDFK�DQG�WKH�PDUNHW�DSSURDFK�PD\�EH�XVHG�WR�GHWHUPLQH�IDLU
YDOXH�RI�WKH�UHSRUWLQJ�XQLW��7KH�&RPSDQ\�UHFRUGHG�D�IXOO�JRRGZLOO�LPSDLUPHQW�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������VHH�1RWH�����1R�LPSDLUPHQW
ORVVHV�ZHUH�UHFRJQL]HG�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU�����������DQG������

/HDVHV

7KH�&RPSDQ\�DGRSWHG�$FFRXQWLQJ�6WDQGDUGV�8SGDWH��³$68´�����������/HDVHV��7RSLF��������³$6&����´��RQ�-DQXDU\���������XVLQJ�WKH�PRGLILHG
UHWURVSHFWLYH�DSSURDFK�ZLWK�D�FXPXODWLYH�HIIHFW�DGMXVWPHQW�WR�WKH�RSHQLQJ�EDODQFH�RI�DFFXPXODWHG�GHILFLW�LQ�WKH�SHULRG�RI�DGRSWLRQ�

,Q�DFFRUGDQFH�ZLWK�$6&������WKH�&RPSDQ\�GHWHUPLQHV�LI�DQ�DUUDQJHPHQW�LV�RU�FRQWDLQV�D�OHDVH�DW�FRQWUDFW�LQFHSWLRQ�EDVHG�RQ�WKH�WHUPV�DQG
FRQGLWLRQV�LQ�WKH�FRQWUDFW��$�FRQWUDFW�FRQWDLQV�D�OHDVH�LI�WKHUH�LV�DQ�LGHQWLILHG�DVVHW�DQG�WKH�&RPSDQ\�KDV�WKH�ULJKW�WR�FRQWURO�WKH�DVVHW��)RU�OHDVHV
ZLWK�WHUPV�JUHDWHU�WKDQ����PRQWKV��WKH�&RPSDQ\�UHFRJQL]HV�D�ULJKW�RI�XVH�DVVHW��³528�DVVHW´��DQG�D�OHDVH�OLDELOLW\�DV�RI�WKH�OHDVH�FRPPHQFHPHQW
GDWH�RQ�WKH�EDODQFH�VKHHW��528�DVVHWV�UHSUHVHQW�WKH�&RPSDQ\¶V�ULJKW�WR�XVH�DQ�XQGHUO\LQJ�DVVHW�RYHU�WKH�OHDVH�WHUP�DQG�OHDVH�OLDELOLWLHV�UHSUHVHQW
WKH�&RPSDQ\¶V�REOLJDWLRQ�WR�PDNH�OHDVH�SD\PHQWV�DULVLQJ�IURP�WKH�OHDVH��/HDVH�528�DVVHWV�DQG�OLDELOLWLHV�DUH�PHDVXUHG�EDVHG�RQ�WKH�SUHVHQW�YDOXH
RI�IL[HG�OHDVH�SD\PHQWV�WKDW�DUH�XQSDLG�DV�RI�WKH�OHDVH�FRPPHQFHPHQW�GDWH��7KH�&RPSDQ\¶V�528�DVVHWV�EDODQFH�LV�LQFUHDVHG�E\�DQ\�LQLWLDO�GLUHFW
FRVWV�DQG�UHGXFHG�E\�OHDVH�LQFHQWLYHV�UHFHLYHG�RU�H[SHFWHG�WR�EH�UHFHLYHG��6RPH�RI�WKH�&RPSDQ\
V
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OHDVHV�LQFOXGH�RSWLRQV�WR�H[WHQG�RU�WHUPLQDWH�WKH�OHDVH��WKHVH�RSWLRQV�DUH�LQFOXGHG�LQ�WKH�OHDVH�WHUP�IRU�FDOFXODWLRQV�RI�LWV�528�DVVHWV�DQG�OLDELOLWLHV
ZKHQ�LW�LV�UHDVRQDEO\�FHUWDLQ�WKDW�WKH�&RPSDQ\�ZLOO�H[HUFLVH�WKRVH�RSWLRQV�

7KH�&RPSDQ\¶V�OHDVHV�DUH�FODVVLILHG�DV�HLWKHU�RSHUDWLQJ�RU�ILQDQFH��DV�GHWHUPLQHG�DW�LQFHSWLRQ��ZLWK�WKH�FODVVLILFDWLRQ�DIIHFWLQJ�WKH�SDWWHUQ�RI
H[SHQVH�UHFRJQLWLRQ�LQ�WKH�VWDWHPHQW�RI�RSHUDWLRQV��$�OHDVH�LV�FODVVLILHG�DV�D�ILQDQFH�OHDVH�LI�ULVNV�DQG�UHZDUGV�DUH�FRQYH\HG�ZLWKRXW�WKH�WUDQVIHU�RI
FRQWURO��)RU�RSHUDWLQJ�OHDVHV��H[SHQVH�LV�JHQHUDOO\�UHFRJQL]HG�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKH�OHDVH�WHUP��)RU�ILQDQFH�OHDVHV��LQWHUHVW�RQ�WKH�OHDVH
OLDELOLW\�LV�UHFRJQL]HG�XVLQJ�WKH�HIIHFWLYH�LQWHUHVW�PHWKRG��ZKLOH�WKH�528�DVVHW�LV�DPRUWL]HG�RQ�D�VWUDLJKW�OLQH�EDVLV�IURP�WKH�FRPPHQFHPHQW�GDWH�WR
WKH�HDUOLHU�RI�WKH�HQG�RI�WKH�XVHIXO�OLIH�RI�WKH�528�DVVHW�RU�WKH�HQG�RI�WKH�OHDVH�WHUP��/HDVHV�ZLWK�DQ�LQLWLDO�WHUP�RI����PRQWKV�RU�OHVV�ZKLFK�PHHW�WKH
GHILQLWLRQ�RI�D�VKRUW�WHUP�OHDVH�DUH�QRW�UHFRUGHG�RQ�WKH�EDODQFH�VKHHW�DQG�WKH�OHDVH�H[SHQVH�IRU�WKHVH�OHDVHV�LV�UHFRJQL]HG�RQ�D�VWUDLJKW�OLQH�EDVLV
RYHU�WKH�OHDVH�WHUP��,Q�OLPLWHG�LQVWDQFHV��WKH�&RPSDQ\�DFWV�DV�D�OHVVRU��SULPDULO\�ZLWK�FHUWDLQ�UHDO�HVWDWH�VXEOHDVHV��)LQDQFH�OHDVHV��VKRUW�WHUP�OHDVHV
DQG�VXEOHDVHV�DUH�QRW�D�VLJQLILFDQW�FRPSRQHQW�RI�WKH�&RPSDQ\
V�ILQDQFLDO�FRQGLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQV��7KH�FXUUHQW�SRUWLRQ�RI�WKH�&RPSDQ\¶V
RSHUDWLQJ�OHDVH�OLDELOLWLHV�LV�LQFOXGHG�LQ�DFFUXHG�H[SHQVHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV�RQ�WKH�EDODQFH�VKHHW�

7KH�&RPSDQ\�KDV�OHDVH�DJUHHPHQWV�ZLWK�ERWK�OHDVH�DQG�QRQ�OHDVH�FRPSRQHQWV��VXFK�DV�UHDO�HVWDWH�WD[HV��LQVXUDQFH�DQG�FRPPRQ�DUHD�PDLQWHQDQFH
FKDUJHV��DQG�KDV�HOHFWHG�WKH�SUDFWLFDO�H[SHGLHQW�WR�FRPELQH�WKHVH�OHDVH�DQG�QRQ�OHDVH�FRPSRQHQWV�IRU�LWV�UHDO�HVWDWH�OHDVHV�DQG�QRQ�ODE�HTXLSPHQW
OHDVHV��7KH�&RPSDQ\�KDV�QRW�HOHFWHG�WKLV�SUDFWLFDO�H[SHGLHQW�IRU�ODE�HTXLSPHQW�OHDVHV�DQG�WKH�OHDVH�DQG�QRQ�OHDVH�FRPSRQHQWV�DUH�DFFRXQWHG�IRU
VHSDUDWHO\�IRU�WKHVH�OHDVHV��1RQ�OHDVH�FRPSRQHQWV�DUH�W\SLFDOO\�YDULDEOH�LQ�QDWXUH�DQG�DUH�UHFRJQL]HG�DV�OHDVH�H[SHQVH�LQ�WKH�SHULRG�LQ�ZKLFK�WKH\
DULVH�

$V�PRVW�RI�WKH�&RPSDQ\¶V�OHDVHV�GR�QRW�SURYLGH�DQ�LPSOLFLW�LQWHUHVW�UDWH��WKH�&RPSDQ\�XVHV�DQ�LQFUHPHQWDO�ERUURZLQJ�UDWH�EDVHG�RQ�WKH
LQIRUPDWLRQ�DYDLODEOH�DW�OHDVH�FRPPHQFHPHQW�GDWH�LQ�GHWHUPLQLQJ�WKH�SUHVHQW�YDOXH�RI�OHDVH�SD\PHQWV�DQG�XVHV�WKH�LPSOLFLW�UDWH�ZKHQ�LW�LV�UHDGLO\
GHWHUPLQDEOH��7KH�&RPSDQ\¶V�LQFUHPHQWDO�ERUURZLQJ�UDWH�LV�EDVHG�RQ�PDQDJHPHQW¶V�HVWLPDWH�RI�WKH�UDWH�RI�LQWHUHVW�WKH�&RPSDQ\�ZRXOG�KDYH�WR�SD\
WR�ERUURZ�RQ�D�IXOO\�FROODWHUDOL]HG�EDVLV�RYHU�D�VLPLODU�WHUP�DQ�DPRXQW�HTXDO�WR�WKH�OHDVH�SD\PHQWV�LQ�D�VLPLODU�HFRQRPLF�HQYLURQPHQW�

5HYHQXH�5HFRJQLWLRQ

7KH�&RPSDQ\�DFFRXQWV�IRU�UHYHQXH�LQ�DFFRUGDQFH�ZLWK�$6&������5HYHQXH�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV��³$6&����´���8QGHU�$6&������WKH
&RPSDQ\�UHFRJQL]HV�UHYHQXH�ZKHQ�WKH�FXVWRPHU�REWDLQV�FRQWURO�RI�WKH�SURPLVHG�JRRGV�RU�VHUYLFHV�DW�DQ�DPRXQW�WKDW�UHIOHFWV�WKH�FRQVLGHUDWLRQ�WKH
&RPSDQ\�H[SHFWV�WR�UHFHLYH�LQ�H[FKDQJH�IRU�WKRVH�JRRGV�RU�VHUYLFHV��7R�GHWHUPLQH�UHYHQXH�UHFRJQLWLRQ�IRU�DUUDQJHPHQWV�WKDW�DUH�ZLWKLQ�WKH�VFRSH
RI�$6&������WKH�&RPSDQ\�SHUIRUPV�WKH�IROORZLQJ�ILYH�VWHSV���L��LGHQWLI\�WKH�FRQWUDFW�V��ZLWK�D�FXVWRPHU���LL��LGHQWLI\�WKH�SURPLVHV�DQG�GLVWLQFW
SHUIRUPDQFH�REOLJDWLRQV�LQ�WKH�FRQWUDFW���LLL��GHWHUPLQH�WKH�WUDQVDFWLRQ�SULFH���LY��DOORFDWH�WKH�WUDQVDFWLRQ�SULFH�WR�WKH�SHUIRUPDQFH�REOLJDWLRQV�LQ�WKH
FRQWUDFW��DQG��Y��UHFRJQL]H�UHYHQXH�ZKHQ��RU�DV��WKH�&RPSDQ\�VDWLVILHV�WKH�SHUIRUPDQFH�REOLJDWLRQV��

&HOO�(QJLQHHULQJ�5HYHQXH

7KH�&RPSDQ\�JHQHUDWHV�&HOO�(QJLQHHULQJ�VHUYLFH�UHYHQXH�E\�SURYLGLQJ�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�DQG�WRROV�WR�FXVWRPHUV�

&HOO�HQJLQHHULQJ�VROXWLRQV�RIIHULQJV�FRQVLVW�RI�WKH�&RPSDQ\
V�OLFHQVH�DQG�FROODERUDWLRQ�DJUHHPHQWV��XQGHU�ZKLFK�FXVWRPHUV�REWDLQ�ULJKWV�WR�WKH
&RPSDQ\¶V�SURSULHWDU\�WHFKQRORJ\�DQG�LQWHOOHFWXDO�SURSHUW\�IRU�XVH�LQ�WKH�UHVHDUFK��GHYHORSPHQW�DQG�FRPPHUFLDOL]DWLRQ�RI�HQJLQHHUHG�RUJDQLVPV
DQG�GHULYHG�SURGXFWV��8QGHU�WKHVH�DJUHHPHQWV��WKH�&RPSDQ\�W\SLFDOO\�SURYLGHV�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV��LQFOXGLQJ�JUDQWLQJ�D�OLFHQVH�WR
LWV�LQWHOOHFWXDO�SURSHUW\��$GGLWLRQDOO\��WKH�FXVWRPHU�REWDLQV�OLFHQVH�ULJKWV�WR�WKH�RXWSXW�RI�WKH�&RPSDQ\¶V�VHUYLFHV�LQ�RUGHU�WR�FRPPHUFLDOL]H�WKH
UHVXOWLQJ�RXWSXW�RI�VXFK�VHUYLFHV��*HQHUDOO\��WKH�WHUPV�RI�WKHVH�DJUHHPHQWV�SURYLGH�WKDW�WKH�&RPSDQ\�UHFHLYHV�VRPH�FRPELQDWLRQ�RI������VHUYLFH
IHHV�LQ�WKH�IRUP�RI��L��XSIURQW�SD\PHQWV�XSRQ�FRQVXPPDWLRQ�RI�WKH�FRQWUDFW�RU�RWKHU�IL[HG�SD\PHQWV���LL��UHLPEXUVHPHQW�IRU�FRVWV�LQFXUUHG�IRU
UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�DQG��LLL��PLOHVWRQH�SD\PHQWV�XSRQ�WKH�DFKLHYHPHQW�RI�VSHFLILHG�WHFKQLFDO�FULWHULD��SOXV�����GRZQVWUHDP�YDOXH
VKDUH�SD\PHQWV�LQ�WKH�IRUP�RI��L��PLOHVWRQH�SD\PHQWV�XSRQ�WKH�DFKLHYHPHQW�RI�VSHFLILHG�FRPPHUFLDO�FULWHULD���LL��UR\DOWLHV�RQ�VDOHV�RI�SURGXFWV�IURP
RU�FRPSULVLQJ�HQJLQHHUHG�RUJDQLVPV�DULVLQJ�IURP�WKH�FROODERUDWLRQ�RU�OLFHQVLQJ�FRQWUDFW�DQG��LLL��UR\DOWLHV�UHODWHG�WR�FRVW�RI�JRRGV�VROG�UHGXFWLRQV
UHDOL]HG�E\�FXVWRPHUV�

&HOO�HQJLQHHULQJ�WRROV��ODXQFKHG�LQ�WKH�WKLUG�TXDUWHU�RI�������FRQVLVW�RI�VHYHUDO�VHUYLFH�RIIHULQJV��LQFOXGLQJ�'DWDSRLQWV��DQ�DUWLILFLDO�LQWHOOLJHQFH��$,�
PRGHO�DSSOLFDWLRQ�SURJUDPPLQJ�LQWHUIDFH��$3,���DQG�ODE�DXWRPDWLRQ�VROXWLRQV��'DWDSRLQWV
�GDWD�JHQHUDWLRQ�SURGXFWV�SURYLGH�ODUJH��ELRORJLFDO
GDWDVHWV�IRU�FXVWRPHUV�WR�WUDLQ�WKHLU�$,�PRGHOV��V\QWKHVL]LQJ�DQG�WHVWLQJ�WKH�RXWSXW�RI�FXVWRPHU�H[LVWLQJ�PRGHOV��DQG�JHQHUDWLQJ�GDWDVHWV�IRU�OHDG
VHOHFWLRQ��KLW�VHOHFWLRQ��RU�D�YDULHW\�RI�RWKHU�GDWD�VFLHQFH�DSSOLFDWLRQV��7KH�&RPSDQ\
V�PRGHO�$3,�SURYLGHV�XVHUV�ZLWK�DFFHVV�WR�ERWK�SXEOLFO\
DYDLODEOH�PRGHOV�DQG�*LQNJR¶V
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RZQ�SURWHLQ�VHTXHQFH�ODUJH�ODQJXDJH�PRGHO��//0��WUDLQHG�RQ�*LQNJR¶V�SURSULHWDU\�GDWDVHWV��7KH�&RPSDQ\
V�ODE�DXWRPDWLRQ�VROXWLRQV�FRPELQH
PRGXODU�KDUGZDUH��FRQWURO�VRIWZDUH�DQG�PDQDJHG�VXSSRUW�WR�SURYLGH�FXVWRPHUV�WKH�DELOLW\�WR�DXWRPDWH�WKHLU�RZQ�ODE�ZRUNIORZV�LQ�KRXVH��7KH
DPRXQW�RI�UHYHQXH�UHFRJQL]HG�IURP�WKHVH�QHZ�&HOO�(QJLQHHULQJ�RIIHULQJV�LV�QRW�VLJQLILFDQW�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

7KH�&RPSDQ\¶V�FROODERUDWLRQ�DQG�OLFHQVLQJ�DJUHHPHQWV�RIWHQ�FRQWDLQ�PXOWLSOH�SURPLVHV��LQFOXGLQJ��L��OLFHQVHV�DQG�DVVLJQPHQWV�RI�LQWHOOHFWXDO
SURSHUW\�DQG�PDWHULDOV�DQG��LL��UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV��DQG�WKH�&RPSDQ\�GHWHUPLQHV�ZKHWKHU�HDFK�RI�WKH�SURPLVHV�LV�D�GLVWLQFW
SHUIRUPDQFH�REOLJDWLRQ�EDVHG�RQ�WKH�QDWXUH�RI�HDFK�FRQWUDFW��$V�WKH�&RPSDQ\�LV�JHQHUDOO\�SHUIRUPLQJ�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�WKDW�DUH
KLJKO\�LQWHJUDWHG�DQG�LQWHUUHODWHG�WR�WKH�OLFHQVHV�DQG�DVVLJQPHQWV�RI�LQWHOOHFWXDO�SURSHUW\�DQG�PDWHULDOV��WKH�SURPLVHV�DUH�JHQHUDOO\�LQVHSDUDEOH�DQG
WKHUHIRUH�QRW�GLVWLQFW��$V�VXFK��WKH�&RPSDQ\�W\SLFDOO\�FRPELQHV�WKH�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV��OLFHQVHV��DQG�DVVLJQPHQWV�LQWR�D�VLQJOH
SHUIRUPDQFH�REOLJDWLRQ��+RZHYHU��IRU�FHUWDLQ�FRQWUDFWV��WKH�&RPSDQ\�RQO\�JUDQWV�OLFHQVHV�RU�HIIHFWV�VXFK�WUDQVIHUV�DQG�DVVLJQPHQWV�XSRQ�WKH
VXFFHVVIXO�FRPSOHWLRQ�RI�WKH�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�RU�GHOLYHU\�RI�D�GHYHORSHG�SURGXFW��)RU�WKHVH�FRQWUDFWV��WKH�&RPSDQ\�W\SLFDOO\
FRQVLGHUV��L��WKH�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�DQG��LL��WKH�OLFHQVHV��WUDQVIHUV��DQG�DVVLJQPHQWV�DV�GLVWLQFW�SHUIRUPDQFH�REOLJDWLRQV��DV�HDFK�LV
WUDQVIHUUHG�VHSDUDWHO\�DQG�KDV�D�VHSDUDWHO\�LGHQWLILDEOH�EHQHILW�WR�WKH�FXVWRPHU�

2SWLRQV�WR�DFTXLUH�DGGLWLRQDO�GLVWLQFW�JRRGV�DQG�VHUYLFHV�DUH�HYDOXDWHG�WR�GHWHUPLQH�LI�VXFK�RSWLRQV�SURYLGH�D�PDWHULDO�ULJKW�WR�WKH�FXVWRPHU�WKDW�LW
ZRXOG�QRW�KDYH�RWKHUZLVH�UHFHLYHG�ZLWKRXW�HQWHULQJ�LQWR�WKH�FRQWUDFW��,I�VR��WKH�RSWLRQ�LV�DFFRXQWHG�IRU�DV�D�VHSDUDWH�SHUIRUPDQFH�REOLJDWLRQ��,I�QRW�
WKH�RSWLRQ�LV�FRQVLGHUHG�D�PDUNHWLQJ�RIIHU�ZKLFK�LV�DFFRXQWHG�IRU�DV�D�VHSDUDWH�FRQWUDFW�XSRQ�WKH�FXVWRPHU¶V�HOHFWLRQ�RI�WKH�RSWLRQ�

$W�FRQWUDFW�LQFHSWLRQ��WKH�&RPSDQ\�GHWHUPLQHV�WKH�WUDQVDFWLRQ�SULFH��LQFOXGLQJ�IL[HG�FRQVLGHUDWLRQ�DQG�DQ\�HVWLPDWHG�DPRXQWV�RI�YDULDEOH
FRQVLGHUDWLRQ��$Q\�XSIURQW�FDVK�SD\PHQW�UHFHLYHG�XSRQ�FRQVXPPDWLRQ�RI�WKH�FRQWUDFW�LV�IL[HG�DQG�JHQHUDOO\�QRQUHIXQGDEOH��9DULDEOH�FRQVLGHUDWLRQ
LV�VXEMHFW�WR�D�FRQVWUDLQW��DQG�DPRXQWV�DUH�LQFOXGHG�LQ�WKH�WUDQVDFWLRQ�SULFH�WR�WKH�H[WHQW�WKDW�LW�LV�SUREDEOH�WKDW�D�VLJQLILFDQW�UHYHUVDO�LQ�WKH�DPRXQW
RI�FXPXODWLYH�UHYHQXH�UHFRJQL]HG�ZLOO�QRW�RFFXU��7KLV�LV�DWWDLQHG�ZKHQ�WKH�XQFHUWDLQW\�DVVRFLDWHG�ZLWK�WKH�YDULDEOH�FRQVLGHUDWLRQ�LV�VXEVHTXHQWO\
UHVROYHG��9DULDEOH�FRQVLGHUDWLRQ�PD\�LQFOXGH�UHLPEXUVHPHQW�IRU�FRVWV�LQFXUUHG�IRU�WKH�&RPSDQ\¶V�UHVHDUFK�DQG�GHYHORSPHQW�HIIRUWV��PLOHVWRQH
SD\PHQWV�XSRQ�WKH�DFKLHYHPHQW�RI�FHUWDLQ�WHFKQLFDO�DQG�RU�FRPPHUFLDO�FULWHULD��DQG�UR\DOWLHV�RQ�VDOHV�RI�SURGXFWV�IURP�RU�FRPSULVLQJ�HQJLQHHUHG
RUJDQLVPV�DULVLQJ�IURP�WKH�FRQWUDFW��:LWK�UHVSHFW�WR�WKH�UHVHDUFK�DQG�GHYHORSPHQW�UHLPEXUVHPHQWV�DQG�PLOHVWRQH�SD\PHQWV��WKH�&RPSDQ\�XVHV�WKH
PRVW�OLNHO\�DPRXQW�PHWKRG�WR�HVWLPDWH�YDULDEOH�FRQVLGHUDWLRQ��0LOHVWRQH�SD\PHQWV�DUH�JHQHUDOO\�QRW�LQFOXGHG�LQ�WKH�WUDQVDFWLRQ�SULFH�XQWLO�WKH
PLOHVWRQH�LV�DFKLHYHG�

&HUWDLQ�DJUHHPHQWV�LQFOXGH�SD\PHQW�LQ�WKH�IRUP�RI�HTXLW\�VHFXULWLHV�RU�RWKHU�ILQDQFLDO�LQVWUXPHQWV�WKDW�FRQYHUW�LQWR�HTXLW\�XSRQ�D�WULJJHULQJ�HYHQW�
$Q\�QRQ�FDVK�FRQVLGHUDWLRQ�LV�PHDVXUHG�DW�LWV�HVWLPDWHG�IDLU�YDOXH�DW�FRQWUDFW�LQFHSWLRQ��)RU�HTXLW\�VHFXULWLHV�DQG�ILQDQFLDO�LQVWUXPHQWV�WKDW�DUH�QRW
DFWLYHO\�WUDGHG��WKH�HVWLPDWHG�IDLU�YDOXH�LV�JHQHUDOO\�GHWHUPLQHG�E\�UHIHUHQFLQJ�D�UHFHQW�ILQDQFLQJ�URXQG�RU�XWLOL]LQJ�D�VFHQDULR�EDVHG�YDOXDWLRQ
PRGHO��6LJQLILFDQW�XQREVHUYDEOH�LQSXWV�DUH�XVHG�LQ�WKHVH�YDOXDWLRQV��LQFOXGLQJ�H[SHFWDWLRQV�UHJDUGLQJ�IXWXUH�ILQDQFLQJV�RI�WKH�FXVWRPHU��VFHQDULR
GDWHV�DQG�SUREDELOLWLHV��H[SHFWHG�YRODWLOLW\��GLVFRXQW�UDWHV��DQG�UHFRYHU\�UDWHV��&KDQJHV�LQ�WKHVH�DVVXPSWLRQV�FDQ�PDWHULDOO\�DIIHFW�WKH�IDLU�YDOXH�RI
WKH�QRQ�FDVK�FRQVLGHUDWLRQ�DQG��FRQVHTXHQWO\��WKH�WRWDO�UHYHQXH�UHFRJQL]HG�IRU�WKH�FRQWUDFW��7KH�&RPSDQ\�GLG�QRW�KDYH�PDWHULDO�QRQ�FDVK
FRQVLGHUDWLRQ�LQFOXGHG�LQ�FRQWUDFWV�HQWHUHG�LQWR�GXULQJ�������EXW�GRHV�FRQWLQXH�WR�UHFRJQL]H�QRQ�FDVK�UHYHQXH�IURP�FRQWUDFWV�RULJLQDWLQJ�LQ�SULRU
SHULRGV�

)RU�DJUHHPHQWV�ZLWK�SURPLVHV�WKDW�DUH�FRPELQHG�LQWR�D�VLQJOH�SHUIRUPDQFH�REOLJDWLRQ��WKH�HQWLUH�WUDQVDFWLRQ�SULFH�LV�DOORFDWHG�WR�WKH�VLQJOH
SHUIRUPDQFH�REOLJDWLRQ��)RU�DJUHHPHQWV�ZLWK�PXOWLSOH�SHUIRUPDQFH�REOLJDWLRQV��WKH�WUDQVDFWLRQ�SULFH�LV�DOORFDWHG�WR�WKH�SHUIRUPDQFH�REOLJDWLRQV
XVLQJ�WKH�UHODWLYH�VWDQGDORQH�VHOOLQJ�SULFH�PHWKRGRORJ\��)RU�DJUHHPHQWV�IHDWXULQJ�YDULDEOH�FRQVLGHUDWLRQ��WKH�&RPSDQ\�DOORFDWHV�YDULDEOH
FRQVLGHUDWLRQ�WR�RQH�RU�PRUH��EXW�QRW�DOO��SHUIRUPDQFH�REOLJDWLRQV�LI�FHUWDLQ�FRQGLWLRQV�DUH�PHW��6SHFLILFDOO\��WKH�&RPSDQ\�DVVHVVHV�ZKHWKHU�WKH
YDULDEOH�FRQVLGHUDWLRQ�UHODWHV�VROHO\�WR�LWV�HIIRUWV�WR�VDWLVI\�WKH�SHUIRUPDQFH�REOLJDWLRQ�DQG�ZKHWKHU�DOORFDWLQJ�VXFK�YDULDEOH�FRQVLGHUDWLRQ�HQWLUHO\
WR�WKH�SHUIRUPDQFH�REOLJDWLRQ�LV�FRQVLVWHQW�ZLWK�WKH�RYHUDOO�DOORFDWLRQ�REMHFWLYH��,I�WKHVH�FRQGLWLRQV�DUH�QRW�PHW��WKH�&RPSDQ\�DOORFDWHV�WKH�YDULDEOH
FRQVLGHUDWLRQ�EDVHG�RQ�WKH�UHODWLYH�VWDQGDORQH�VHOOLQJ�SULFH�PHWKRGRORJ\��7KH�NH\�DVVXPSWLRQV�XWLOL]HG�LQ�GHWHUPLQLQJ�WKH�VWDQGDORQH�VHOOLQJ�SULFH
IRU�HDFK�SHUIRUPDQFH�REOLJDWLRQ�LQFOXGH�GHYHORSPHQW�WLPHOLQHV��HVWLPDWHG�UHVHDUFK�DQG�GHYHORSPHQW�FRVWV��FRPPHUFLDO�PDUNHWV��OLNHOLKRRG�RI
H[HUFLVH��LQ�WKH�FDVH�RI�RSWLRQV�FRQVLGHUHG�WR�EH�PDWHULDO�ULJKWV���DQG�SUREDELOLWLHV�RI�VXFFHVV�

)RU�DJUHHPHQWV�ZKHUH�OLFHQVHV�RU�DVVLJQPHQWV�DUH�FRQVLGHUHG�VHSDUDWH�SHUIRUPDQFH�REOLJDWLRQV�RU�UHSUHVHQW�WKH�RQO\�SHUIRUPDQFH�REOLJDWLRQ��WKH
&RPSDQ\�UHFRJQL]HV�UHYHQXH�DW�WKH�SRLQW�LQ�WLPH�ZKHQ�WKH�OLFHQVH�LV�HIIHFWLYHO\�JUDQWHG��DV�WKH
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OLFHQVHV�RU�DVVLJQPHQWV�UHSUHVHQW�IXQFWLRQDO�LQWHOOHFWXDO�SURSHUW\��)RU�DJUHHPHQWV�ZKHUH�OLFHQVHV�DQG�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�DUH
FRPELQHG�LQWR�D�VLQJOH�SHUIRUPDQFH�REOLJDWLRQ��WKH�&RPSDQ\�UHFRJQL]HV�UHYHQXH�RYHU�WKH�SHUIRUPDQFH�SHULRG�XVLQJ�WKH�FRVW�WR�FRVW�PHWKRG��7KLV
PHWKRG�PHDVXUHV�SURJUHVV�EDVHG�RQ�WKH�UDWLR�RI�FRVWV�LQFXUUHG�WR�GDWH�WR�WRWDO�HVWLPDWHG�FRVWV��DV�LW�EHVW�UHIOHFWV�WKH�WUDQVIHU�RI�FRQWURO�WR�WKH
FXVWRPHU�IRU�REOLJDWLRQV�VDWLVILHG�RYHU�WLPH�

7KH�&RPSDQ\�HYDOXDWHV�LWV�PHDVXUH�RI�SURJUHVV�WR�UHFRJQL]H�UHYHQXH�DW�HDFK�UHSRUWLQJ�SHULRG�DQG��DV�QHFHVVDU\��DGMXVWV�WKH�PHDVXUH�RI�SURJUHVV
DQG�UHODWHG�UHYHQXH�UHFRJQLWLRQ��7KH�&RPSDQ\¶V�PHDVXUH�RI�SURJUHVV�DQG�UHYHQXH�UHFRJQLWLRQ�LQYROYHV�VLJQLILFDQW�MXGJPHQW�DQG�DVVXPSWLRQV�
LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��HVWLPDWHG�FRVWV�WR�FRPSOHWH�LWV�SHUIRUPDQFH�REOLJDWLRQV��7KH�&RPSDQ\�HYDOXDWHV�FRQWUDFW�PRGLILFDWLRQV�DQG
DPHQGPHQWV�WR�GHWHUPLQH�ZKHWKHU�DQ\�FKDQJHV�VKRXOG�EH�DFFRXQWHG�IRU�SURVSHFWLYHO\�RU�RQ�D�FXPXODWLYH�FDWFK�XS�EDVLV��7KH�&RPSDQ\�XWLOL]HV
WKH�ULJKW�WR�LQYRLFH�SUDFWLFDO�H[SHGLHQW�ZKHQ�LW�KDV�D�ULJKW�WR�FRQVLGHUDWLRQ�LQ�DQ�DPRXQW�WKDW�FRUUHVSRQGV�GLUHFWO\�ZLWK�WKH�YDOXH�RI�WKH�&RPSDQ\¶V
SHUIRUPDQFH�WR�GDWH�

5R\DOWLHV�DUH�UHFRJQL]HG�DV�UHYHQXH�ZKHQ��RU�DV��WKH�ODWHU�RI�WKH�VDOHV�RFFXUUHQFH�RU�WKH�VDWLVIDFWLRQ��RU�SDUWLDO�VDWLVIDFWLRQ��RI�WKH�UHODWHG
SHUIRUPDQFH�REOLJDWLRQ��7KH�&RPSDQ\�KDV�GHWHUPLQHG�WKDW�DSSO\LQJ�WKLV�H[FHSWLRQ�LV�DSSURSULDWH�ZKHQ�WKH�OLFHQVH�JUDQWHG�LQ�WKH�FRQWUDFW�LV�WKH
SUHGRPLQDQW�LWHP�WR�ZKLFK�WKH�UR\DOWLHV�UHODWH�

$V�WKH�&RPSDQ\�UHFHLYHV�XSIURQW�SD\PHQWV�IRU�WHFKQLFDO�VHUYLFHV�XQGHU�FHUWDLQ�RI�LWV�DUUDQJHPHQWV��WKH�&RPSDQ\�HYDOXDWHV�ZKHWKHU�DQ\
VLJQLILFDQW�ILQDQFLQJ�FRPSRQHQWV�H[LVW�JLYHQ�WKH�WHUP�RYHU�ZKLFK�WKH�IHHV�ZLOO�EH�HDUQHG�PD\�H[FHHG�RQH�\HDU��%DVHG�RQ�WKH�QDWXUH�RI�WKH
&RPSDQ\¶V�DJUHHPHQWV��WKHUH�DUH�QR�VLJQLILFDQW�ILQDQFLQJ�FRPSRQHQWV�DV�WKH�SXUSRVH�RI�WKH�XSIURQW�SD\PHQW�LV�QRW�WR�SURYLGH�ILQDQFLQJ��EXW�UDWKHU
WR�VHFXUH�WHFKQLFDO�VHUYLFHV��H[FOXVLYLW\�ULJKWV��DQG�)RXQGU\�FDSDFLW\��RU�WKH�WLPLQJ�RI�WUDQVIHU�RI�WKRVH�JRRGV�RU�VHUYLFHV�LV�DW�WKH�GLVFUHWLRQ�RI�WKH
FXVWRPHU�

'HIHUUHG�UHYHQXH�UHSUHVHQWV�FRQVLGHUDWLRQ�UHFHLYHG�E\�WKH�&RPSDQ\�LQ�H[FHVV�RI�UHYHQXH�UHFRJQL]HG�DQG�SULPDULO\�UHVXOWV�IURP�WUDQVDFWLRQV�ZKHUH
WKH�&RPSDQ\�UHFHLYHV�XSIURQW�FDVK�SD\PHQWV�RU�QRQ�FDVK�HTXLW\�FRQVLGHUDWLRQ��,Q�LQVWDQFHV�ZKHUH�WKH�&RPSDQ\�KDV�UHFHLYHG�FRQVLGHUDWLRQ�LQ
DGYDQFH�IRU�DQ�XQGHILQHG�QXPEHU�RI�WHFKQLFDO�GHYHORSPHQW�SODQV��³7'3V´��XQGHU�LWV�FXVWRPHU�DJUHHPHQWV��WKH�&RPSDQ\�UHFRUGV�WKH�DGYDQFH
SD\PHQWV�DV�GHIHUUHG�UHYHQXH��QHW�RI�FXUUHQW�SRUWLRQ�RQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHW��8SRQ�WKH�H[HFXWLRQ�RI�D�VSHFLILF�7'3��WKH�&RPSDQ\
UHFODVVLILHV�WKH�HVWLPDWHG�FRQVLGHUDWLRQ�WR�EH�HDUQHG�XQGHU�WKDW�7'3�ZLWKLQ�WKH�QH[W�WZHOYH�PRQWKV�DV�FXUUHQW�GHIHUUHG�UHYHQXH��7KH�&RPSDQ\�DOVR
FODVVLILHV�XQH[HUFLVHG�PDWHULDO�ULJKWV�UHODWHG�WR�IXWXUH�7'3V�DV�GHIHUUHG�UHYHQXH��QHW�RI�FXUUHQW�SRUWLRQ�RQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHW��:KHQ�D
7'3�LV�H[HFXWHG��DQG�WKH�PDWHULDO�ULJKW�LV�H[HUFLVHG��WKH�DPRXQW�DOORFDWHG�WR�WKH�PDWHULDO�ULJKW��ZKLFK�ZLOO�EH�HDUQHG�ZLWKLQ�WKH�QH[W�WZHOYH�PRQWKV��LV
UHFODVVLILHG�WR�FXUUHQW�GHIHUUHG�UHYHQXH��$OO�RWKHU�GHIHUUHG�UHYHQXH�LV�FODVVLILHG�DV�FXUUHQW�RU�QRQ�FXUUHQW�EDVHG�RQ�WKH�WLPLQJ�RI�ZKHQ�WKH�&RPSDQ\
H[SHFWV�WR�HDUQ�WKH�XQGHUO\LQJ�UHYHQXH�EDVHG�XSRQ�WKH�SURMHFWHG�SURJUHVV�RI�DFWLYLWLHV�XQGHU�WKH�7'3�

$V�RI�'HFHPEHU����������DQ\�FRVWV�WR�REWDLQ�FRQWUDFWV�ZLWK�FXVWRPHUV�ZHUH�LPPDWHULDO�

%LRVHFXULW\�5HYHQXH

7KH�&RPSDQ\�JHQHUDWHV�%LRVHFXULW\�UHYHQXH�WKURXJK�LWV�ELRPRQLWRULQJ�DQG�ELRLQIRUPDWLFV�VHUYLFHV�SURYLGHG�WR�ERWK�JRYHUQPHQW�DQG�QRQ�
JRYHUQPHQW�FXVWRPHUV�WKURXJK�WKH�&RPSDQ\
V�WZR�FRUH�RIIHULQJV��&DQRS\�DQG�+RUL]RQ�

3ULRU�WR�������SURGXFW�UHYHQXH�FRQVLVWHG�RI�VDOHV�RI�ODWHUDO�IORZ�DVVD\��³/)$´��GLDJQRVWLF�WHVW�NLWV��SRO\PHUDVH�FKDLQ�UHDFWLRQ��³3&5´��VDPSOH
FROOHFWLRQ�NLWV��DQG�SRROHG�WHVW�NLWV��ZKLFK�WKH�&RPSDQ\�VROG�WR�FXVWRPHUV�RQ�D�VWDQGDORQH�EDVLV��3URGXFW�UHYHQXH�ZDV�ELOOHG�DQG�UHFRJQL]HG�ZKHQ
WKH�WHVW�NLWV�ZHUH�VKLSSHG��DQG�ULVN�RI�ORVV�ZDV�WUDQVIHUUHG�WR�WKH�FDUULHU��7KH�&RPSDQ\¶V�WHVW�NLWV�ZHUH�JHQHUDOO\�QRW�VXEMHFW�WR�D�FXVWRPHU�ULJKW�RI
UHWXUQ�H[FHSW�IRU�SURGXFW�UHFDOOV�XQGHU�WKH�UXOHV�DQG�UHJXODWLRQV�RI�WKH�8�6��)RRG�DQG�'UXJ�$GPLQLVWUDWLRQ��³)'$´���7KH�&RPSDQ\�LQFOXGHG
VKLSSLQJ�DQG�KDQGOLQJ�IHHV�ELOOHG�WR�FXVWRPHUV�DV�D�FRPSRQHQW�RI�%LRVHFXULW\�UHYHQXH�

%LRVHFXULW\�VHUYLFH�UHYHQXH�JHQHUDOO\�FRQVLVWV�RI�YDULRXV�ELRPRQLWRULQJ�DQG�ELRLQIRUPDWLFV�VHUYLFHV�LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��VDPSOH�FROOHFWLRQ�
VDPSOH�VWRUDJH�DQG�WUDQVSRUWDWLRQ��RXWVRXUFHG�ODERUDWRU\�DQDO\VLV��DFFHVV�WR�UHVXOWV�UHSRUWHG�WKURXJK�D�ZHE�EDVHG�SRUWDO��DQDO\WLFDO�UHSRUWLQJ�RI
UHVXOWV��DQG�RYHUDOO�SURJUDP�PDQDJHPHQW��7KH�YDULRXV�VHUYLFHV�DUH�JHQHUDOO\�FRPELQHG�LQWR�RQH�SHUIRUPDQFH�REOLJDWLRQ�DV�WKH\�DUH�HLWKHU�QRW
GLVWLQFW�RU�KDYH�VXEVWDQWLDOO\�WKH�VDPH�SDWWHUQ�RI�WUDQVIHU�WR�WKH�FXVWRPHU��6HUYLFH�UHYHQXH�LV�JHQHUDOO\�UHFRJQL]HG�RYHU�WLPH�XVLQJ�WKH�WLPH�HODSVHG
PHWKRG�DV�WKH�UHODWHG�VHUYLFHV�DUH�SHUIRUPHG��ZKLFK�EHVW�GHSLFWV�WKH�SDWWHUQ�RI�WUDQVIHU�WR�WKH�FXVWRPHU�
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7KH�&RPSDQ\¶V�FRQWUDFWV�ZLWK�FXVWRPHUV�DUH�JHQHUDOO\�WZR�\HDUV�RU�OHVV�LQ�OHQJWK�DQG�FRQWDLQ�D�IL[HG�DPRXQW�RI�FRQVLGHUDWLRQ��8QGHU�W\SLFDO
SD\PHQW�WHUPV�IRU�WHVWLQJ�VHUYLFHV��DPRXQWV�DUH�ELOOHG�PRQWKO\�LQ�DUUHDUV�IRU�VHUYLFHV�SHUIRUPHG�RU�LQ�DGYDQFH�EDVHG�RQ�FRQWUDFWXDO�ELOOLQJ�WHUPV�

2SWLRQV�WR�DFTXLUH�DGGLWLRQDO�VHUYLFHV�DUH�HYDOXDWHG�WR�GHWHUPLQH�ZKHWKHU�WKH\�SURYLGH�WKH�FXVWRPHU�ZLWK�D�PDWHULDO�ULJKW�WKDW�LW�ZRXOG�QRW�KDYH
RWKHUZLVH�UHFHLYHG�ZLWKRXW�HQWHULQJ�LQWR�WKH�FRQWUDFW��,I�VR��WKH�RSWLRQ�LV�DFFRXQWHG�IRU�DV�D�VHSDUDWH�SHUIRUPDQFH�REOLJDWLRQ��,I�QRW��WKH�RSWLRQ�LV
FRQVLGHUHG�D�PDUNHWLQJ�RIIHU��DQG�XSRQ�WKH�FXVWRPHU
V�HOHFWLRQ�RI�WKH�RSWLRQ��LW�LV�DFFRXQWHG�IRU�DV�D�VHSDUDWH�FRQWUDFW�

&RVW�RI�%LRVHFXULW\�5HYHQXH

7KH�FRVW�RI�%LRVHFXULW\�VHUYLFH�UHYHQXH�FRQVLVWV�RI�FRVWV�UHODWHG�WR�WKH�&RPSDQ\
V�ELRPRQLWRULQJ�DQG�ELRLQIRUPDWLFV�VHUYLFHV��7KLV�LQFOXGHV�FRVWV
LQFXUUHG�IRU�VDPSOH�FROOHFWLRQ�HTXLSPHQW��VHUYLFHV�DQG�PDWHULDOV��RXWVRXUFHG�ODERUDWRU\�DQDO\VLV��DFFHVV�WR�UHVXOWV�UHSRUWHG�WKURXJK�D�SURSULHWDU\
ZHE�EDVHG�SRUWDO��DQG�UHSRUWLQJ�RI�UHVXOWV�WR�SXEOLF�DXWKRULWLHV��$GGLWLRQDOO\��WKH�FRVW�RI�%LRVHFXULW\�VHUYLFH�UHYHQXH�LQFOXGHV�GLUHFW�ODERU�FRVW
DVVRFLDWHG�ZLWK�ELRLQIRUPDWLFV��ODE�QHWZRUN�PDQDJHPHQW��GHOLYHU\�ORJLVWLFV��DQG�FXVWRPHU�VXSSRUW��3ULRU�WR�������FRVW�RI�%LRVHFXULW\�SURGXFW
UHYHQXH�FRQVLVWHG�RI�FRVWV�DVVRFLDWHG�ZLWK�WKH�VDOH�RI�GLDJQRVWLF�DQG�VDPSOH�FROOHFWLRQ�WHVW�NLWV��ZKLFK�LQFOXGHG�FRVWV�LQFXUUHG�WR�SXUFKDVH�WHVW
NLWV�IURP�WKLUG�SDUWLHV�

&RVW�RI�2WKHU�5HYHQXH

&RVW�RI�RWKHU�UHYHQXH�FRQVLVWV�RI�FRVWV�UHODWHG�WR�WKH�&RPSDQ\
V�&HOO�(QJLQHHULQJ�WRROV�RIIHULQJV��LQFOXGLQJ�'DWDSRLQWV�DQG�ODE�DXWRPDWLRQ
VROXWLRQV��6XFK�FRVWV�SULPDULO\�LQFOXGH�KDUGZDUH��VRIWZDUH��PDWHULDOV�DQG�ODERU��&RVWV�UHODWHG�WR�WKH�&RPSDQ\¶V�HQG�WR�HQG�FHOO�HQJLQHHULQJ
VROXWLRQV�RIIHULQJ�DUH�LQFOXGHG�LQ�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�

5HVHDUFK�DQG�'HYHORSPHQW�&RVWV

5HVHDUFK�DQG�GHYHORSPHQW�FRVWV�DUH�H[SHQVHG�DV�LQFXUUHG��5HVHDUFK�DQG�GHYHORSPHQW�FRVWV�FRQVLVW�RI�GLUHFW�DQG�LQGLUHFW�LQWHUQDO�FRVWV�UHODWHG�WR
VSHFLILF�SURMHFWV�DQG�LQLWLDWLYHV��DFTXLUHG�LQWHOOHFWXDO�SURSHUW\�GHHPHG�WR�EH�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW��DV�ZHOO�DV�IHHV�SDLG�WR�RWKHU
HQWLWLHV�WKDW�FRQGXFW�FHUWDLQ�UHVHDUFK�DQG�GHYHORSPHQW�DFWLYLWLHV�RQ�WKH�&RPSDQ\¶V�EHKDOI��

3DWHQW�&RVWV

7KH�&RPSDQ\�H[SHQVHV�DOO�FRVWV�DV�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�WKH�ILOLQJ��SURVHFXWLRQ��PDLQWHQDQFH��GHIHQVH��DQG�HQIRUFHPHQW�RI�SDWHQW
DSSOLFDWLRQV��LQFOXGLQJ�GLUHFW�DSSOLFDWLRQ�IHHV�DQG�UHODWHG�OHJDO�DQG�FRQVXOWLQJ�H[SHQVHV��3DWHQW�FRVWV�DUH�LQFOXGHG�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH
H[SHQVHV�ZLWKLQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV��

6WRFN�%DVHG�&RPSHQVDWLRQ

7KH�&RPSDQ\�PHDVXUHV�DQG�UHFRJQL]HV�FRPSHQVDWLRQ�H[SHQVH�IRU�DOO�VWRFN�EDVHG�DZDUGV�EDVHG�RQ�HVWLPDWHG�JUDQW�GDWH�IDLU�YDOXHV�UHFRJQL]HG
RYHU�WKH�UHTXLVLWH�VHUYLFH�SHULRG��)RU�DZDUGV�WKDW�YHVW�VROHO\�EDVHG�RQ�D�VHUYLFH�FRQGLWLRQ��WKH�&RPSDQ\�UHFRJQL]HV�FRPSHQVDWLRQ�H[SHQVH�RQ�D
VWUDLJKW�OLQH�EDVLV�RYHU�WKH�UHTXLVLWH�VHUYLFH�SHULRG��)RU�DZDUGV�WKDW�YHVW�EDVHG�RQ�PXOWLSOH�FRQGLWLRQV��WKH�&RPSDQ\�UHFRJQL]HV�FRPSHQVDWLRQ
H[SHQVH�XVLQJ�WKH�DFFHOHUDWHG�DWWULEXWLRQ�PHWKRG�RQ�D�WUDQFKH�E\�WUDQFKH�EDVLV�RYHU�WKH�UHTXLVLWH�VHUYLFH�SHULRG�VXFK�WKDW�WKH�DPRXQW�RI
FRPSHQVDWLRQ�H[SHQVH�UHFRJQL]HG�DW�HDFK�UHSRUWLQJ�SHULRG�LV�DW�OHDVW�HTXDO�WR�WKH�YHVWHG�WUDQFKHV�DW�WKDW�GDWH��)RU�DZDUGV�ZLWK�D�SHUIRUPDQFH�
EDVHG�YHVWLQJ�FRQGLWLRQ��WKH�&RPSDQ\�UHFRJQL]HV�VWRFN�EDVHG�FRPSHQVDWLRQ�ZKHQ�DFKLHYHPHQW�RI�WKH�SHUIRUPDQFH�FRQGLWLRQ�LV�GHHPHG�SUREDEOH�
8SRQ�DFKLHYLQJ�D�SHUIRUPDQFH�FRQGLWLRQ�WKDW�ZDV�QRW�SUHYLRXVO\�FRQVLGHUHG�DV�SUREDEOH��WKH�&RPSDQ\�UHFRUGV�D�FXPXODWLYH�FDWFK�XS�DGMXVWPHQW
WR�UHIOHFW�WKH�SRUWLRQ�RI�WKH�JUDQWHH¶V�UHTXLVLWH�VHUYLFH�WKDW�KDV�EHHQ�SURYLGHG�WR�GDWH��)RU�DZDUGV�ZLWK�PDUNHW�FRQGLWLRQV��WKH�FRPSHQVDWLRQ
H[SHQVH�UHFRJQL]HG�RYHU�WKH�UHTXLVLWH�VHUYLFH�SHULRG�LV�QRW�UHYHUVHG�LI�WKH�PDUNHW�FRQGLWLRQ�LV�QRW�VDWLVILHG��7KH�&RPSDQ\�UHFRJQL]HV�IRUIHLWXUHV�DV
WKH\�RFFXU�

7KH�&RPSDQ\�HVWLPDWHV�WKH�JUDQW�GDWH�IDLU�YDOXH�RI�VWRFN�RSWLRQV�XVLQJ�WKH�%ODFN�6FKROHV�RSWLRQ�SULFLQJ�PRGHO��LQFOXVLYH�RI�DVVXPSWLRQV�IRU
H[SHFWHG�WHUP��H[SHFWHG�YRODWLOLW\��ULVN�IUHH�LQWHUHVW�UDWH�DQG�H[SHFWHG�GLYLGHQG�\LHOG��7KH�H[SHFWHG�WHUP�LV�GHWHUPLQHG�XVLQJ�WKH�³VLPSOLILHG´�PHWKRG�
ZKLFK�HVWLPDWHV�WKH�H[SHFWHG�WHUP�DV�WKH�DYHUDJH�RI�WKH�YHVWLQJ�WHUP�SOXV�WKH�FRQWUDFWXDO�WHUP��7KH�&RPSDQ\�XVHV�WKH�³VLPSOLILHG´�PHWKRG�DV�LW
GRHV�QRW�KDYH�VXIILFLHQW�KLVWRULFDO�GDWD�UHJDUGLQJ�HPSOR\HH�H[HUFLVH�EHKDYLRU��([SHFWHG�YRODWLOLW\�LV�EDVHG�RQ�WKH�KLVWRULFDO�YRODWLOLW\�RI�WKH
&RPSDQ\
V�&ODVV�$�FRPPRQ�VWRFN��7KH�ULVN�IUHH�LQWHUHVW�UDWH�LV�EDVHG�RQ�WKH�\LHOG�DYDLODEOH�RQ�8�6��7UHDVXU\�]HUR�FRXSRQ�LVVXHV�VLPLODU�LQ�GXUDWLRQ
WR
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WKH�H[SHFWHG�WHUP�RI�WKH�VWRFN�RSWLRQV��7KH�&RPSDQ\�KDV�QRW�SDLG��DQG�GRHV�QRW�H[SHFW�WR�SD\��GLYLGHQGV�LQ�WKH�IRUHVHHDEOH�IXWXUH�

)RU�DZDUGV�ZLWK�PDUNHW�FRQGLWLRQV��WKH�&RPSDQ\�UHFRJQL]HV�VWRFN�EDVHG�FRPSHQVDWLRQ�EDVHG�RQ�WKH�HVWLPDWHG�JUDQW�GDWH�IDLU�YDOXH�RI�WKH�DZDUGV�
GHWHUPLQHG�XVLQJ�D�0RQWH�&DUOR�VLPXODWLRQ�PRGHO��7KLV�PRGHO�LQFRUSRUDWHV�DVVXPSWLRQV�IRU�H[SHFWHG�VWRFN�SULFH�YRODWLOLW\��ULVN�IUHH�LQWHUHVW�UDWHV�
H[SHFWHG�WHUP��DQG�H[SHFWHG�GLYLGHQG�\LHOG��9RODWLOLW\�LV�HVWLPDWHG�XVLQJ�HLWKHU�WKH�KLVWRULFDO�YRODWLOLW\�RI�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN�RU�D
ZHLJKWHG�DYHUDJH�RI�LWV�RZQ�KLVWRULFDO�YRODWLOLW\�DQG�WKH�KLVWRULFDO�YRODWLOLW\�RI�VHOHFWHG�FRPSDUDEOH�SXEOLFO\�WUDGHG�FRPSDQLHV��SDUWLFXODUO\�IRU
DZDUGV�JUDQWHG�ZKHQ�WKHUH�ZDV�OLPLWHG�WUDGLQJ�KLVWRU\�IRU�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN��7KH�ULVN�IUHH�LQWHUHVW�UDWH�LV�GHULYHG�IURP�WKH�\LHOG
RQ�8�6��7UHDVXU\�]HUR�FRXSRQ�VHFXULWLHV�ZLWK�D�GXUDWLRQ�VLPLODU�WR�WKH�H[SHFWHG�WHUP�RI�WKH�DZDUGV��7KH�H[SHFWHG�WHUP�HTXDOV�WKH�FRQWUDFWXDO�WHUP�
DQG�D�GLYLGHQG�\LHOG�RI�]HUR�LV�DVVXPHG�

,QFRPH�7D[HV

7KH�&RPSDQ\�DFFRXQWV�IRU�LQFRPH�WD[HV�XVLQJ�WKH�DVVHW�DQG�OLDELOLW\�PHWKRG��ZKLFK�UHTXLUHV�WKH�UHFRJQLWLRQ�RI�GHIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�IRU
WKH�H[SHFWHG�IXWXUH�WD[�FRQVHTXHQFHV�RI�HYHQWV�WKDW�KDYH�EHHQ�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RU�LQ�WKH�&RPSDQ\¶V�WD[�UHWXUQV�
8QGHU�WKLV�PHWKRG��GHIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�GHWHUPLQHG�EDVHG�RQ�GLIIHUHQFHV�EHWZHHQ�WKH�ILQDQFLDO�VWDWHPHQW�FDUU\LQJ�DPRXQWV�DQG�WKH
WD[�EDVHV�RI�WKH�DVVHWV�DQG�OLDELOLWLHV�XVLQJ�WKH�HQDFWHG�WD[�UDWHV�LQ�HIIHFW�LQ�WKH�\HDUV�LQ�ZKLFK�WKH�GLIIHUHQFHV�DUH�H[SHFWHG�WR�UHYHUVH��$�YDOXDWLRQ
DOORZDQFH�DJDLQVW�GHIHUUHG�WD[�DVVHWV�LV�UHFRUGHG�LI��EDVHG�RQ�WKH�ZHLJKW�RI�WKH�DYDLODEOH�HYLGHQFH��LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�VRPH�RU�DOO�RI�WKH
GHIHUUHG�WD[�DVVHWV�ZLOO�QRW�EH�UHDOL]HG��3RWHQWLDO�IRU�UHFRYHU\�RI�GHIHUUHG�WD[�DVVHWV�LV�HYDOXDWHG�E\�FRQVLGHULQJ�VHYHUDO�IDFWRUV��LQFOXGLQJ�HVWLPDWLQJ
WKH�IXWXUH�WD[DEOH�SURILWV�H[SHFWHG��HVWLPDWLQJ�IXWXUH�UHYHUVDOV�RI�H[LVWLQJ�WD[DEOH�WHPSRUDU\�GLIIHUHQFHV��FRQVLGHULQJ�WD[DEOH�SURILWV�LQ�FDUU\EDFN
SHULRGV��DQG�FRQVLGHULQJ�SUXGHQW�DQG�IHDVLEOH�WD[�SODQQLQJ�VWUDWHJLHV�

7KH�&RPSDQ\�DFFRXQWV�IRU�XQFHUWDLQ�WD[�SRVLWLRQV�XVLQJ�D�PRUH�OLNHO\�WKDQ�QRW�WKUHVKROG�IRU�UHFRJQL]LQJ�DQG�UHVROYLQJ�XQFHUWDLQ�WD[�SRVLWLRQV�
7KH�HYDOXDWLRQ�RI�XQFHUWDLQ�WD[�SRVLWLRQV�LV�EDVHG�RQ�IDFWRUV�LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��FKDQJHV�LQ�WKH�ODZ��WKH�PHDVXUHPHQW�RI�WD[�SRVLWLRQV
WDNHQ�RU�H[SHFWHG�WR�EH�WDNHQ�LQ�WD[�UHWXUQV��WKH�HIIHFWLYH�VHWWOHPHQW�RI�PDWWHUV�VXEMHFW�WR�DXGLW��QHZ�DXGLW�DFWLYLW\��DQG�FKDQJHV�LQ�IDFWV�RU
FLUFXPVWDQFHV�UHODWHG�WR�D�WD[�SRVLWLRQ��7KH�&RPSDQ\�HYDOXDWHV�XQFHUWDLQ�WD[�SRVLWLRQV�RQ�DQ�DQQXDO�EDVLV�DQG�DGMXVWV�WKH�OHYHO�RI�WKH�OLDELOLW\�WR
UHIOHFW�DQ\�VXEVHTXHQW�FKDQJHV�LQ�WKH�UHOHYDQW�IDFWV�VXUURXQGLQJ�WKH�XQFHUWDLQ�SRVLWLRQV��7KH�&RPSDQ\�DFFRXQWV�IRU�LQWHUHVW�DQG�SHQDOWLHV�UHODWHG
WR�XQFHUWDLQ�WD[�SRVLWLRQV�DV�SDUW�RI�LWV�SURYLVLRQ�IRU�LQFRPH�WD[HV��$V�RI�'HFHPEHU����������DQG�������WKH�&RPSDQ\�GLG�QRW�KDYH�DQ\�XQFHUWDLQ�WD[
SRVLWLRQV��7KH�&RPSDQ\�GRHV�QRW�H[SHFW�D�PDWHULDO�FKDQJH�LQ�XQUHFRJQL]HG�WD[�EHQHILWV�LQ�WKH�QH[W�WZHOYH�PRQWKV�

&RPSUHKHQVLYH�/RVV

&RPSUHKHQVLYH�ORVV�LV�GHILQHG�DV�WKH�FKDQJH�LQ�HTXLW\�GXULQJ�D�SHULRG�IURP�WUDQVDFWLRQV�DQG�RWKHU�HYHQWV�DQG�FLUFXPVWDQFHV�IURP�QRQ�RZQHU
VRXUFHV��2WKHU�FRPSUHKHQVLYH�ORVV�FRQVLVWV�RI�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV�

1HW�/RVV�SHU�6KDUH

7KH�&RPSDQ\�FRPSXWHV�EDVLF�QHW�ORVV�SHU�VKDUH�E\�GLYLGLQJ�WKH�QHW�ORVV�DWWULEXWDEOH�WR�*LQNJR�%LRZRUNV�+ROGLQJV��,QF��FRPPRQ�VWRFNKROGHUV�E\
WKH�ZHLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV�RXWVWDQGLQJ�GXULQJ�WKH�SHULRG��)RU�WKH�SXUSRVHV�RI�WKH�QHW�ORVV�SHU�VKDUH�FDOFXODWLRQ��WKH
&RPSDQ\�KDV�FRPELQHG�&ODVV�$�FRPPRQ�VWRFN��&ODVV�%�FRPPRQ�VWRFN��DQG�&ODVV�&�FRPPRQ�VWRFN��DV�DOO�FODVVHV�RI�FRPPRQ�VWRFN�DUH�OHJDOO\
HQWLWOHG�WR�HTXDO�SHU�VKDUH�GLVWULEXWLRQV��ZKHWKHU�WKURXJK�GLYLGHQGV�RU�OLTXLGDWLRQ�

'LOXWHG�QHW�ORVV�SHU�VKDUH�LV�FRPSXWHG�XVLQJ�WKH�ZHLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV�RXWVWDQGLQJ�GXULQJ�WKH�SHULRG��LQFUHDVHG�WR�LQFOXGH
WKH�HIIHFW�RI�GLOXWLYH�SRWHQWLDO�FRPPRQ�VKDUHV��VXFK�DV�RXWVWDQGLQJ�VWRFN�RSWLRQV��XQYHVWHG�UHVWULFWHG�VWRFN�DZDUGV��XQYHVWHG�UHVWULFWHG�VWRFN
XQLWV��ZDUUDQWV��DQG�FRQWLQJHQWO\�LVVXHG�VKDUHV��'LOXWLYH�VHFXULWLHV�DUH�H[FOXGHG�IURP�WKH�FDOFXODWLRQ�RI�GLOXWHG�ZHLJKWHG�DYHUDJH�FRPPRQ�VKDUHV
RXWVWDQGLQJ�LI�WKHLU�HIIHFW�ZRXOG�EH�DQWL�GLOXWLYH�XQGHU�WKH�WUHDVXU\�VWRFN�PHWKRG�

5HFHQW�$FFRXQWLQJ�3URQRXQFHPHQWV

5HFHQWO\�$GRSWHG�$FFRXQWLQJ�3URQRXQFHPHQWV

,Q�1RYHPEHU�������WKH�)$6%�LVVXHG�$68�1R�����������6HJPHQW�5HSRUWLQJ��7RSLF�������7KLV�VWDQGDUG�UHTXLUHV�WKDW�D�SXEOLF�HQWLW\�GLVFORVH��RQ�DQ
DQQXDO�DQG�LQWHULP�EDVLV��VLJQLILFDQW�VHJPHQW�H[SHQVHV�WKDW�DUH�UHJXODUO\�SURYLGHG�WR�WKH�FKLHI
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RSHUDWLQJ�GHFLVLRQ�PDNHU��³&2'0´��DQG�LQFOXGHG�ZLWKLQ�HDFK�UHSRUWHG�PHDVXUH�RI�VHJPHQW�SURILW�RU�ORVV��DV�ZHOO�DV�RWKHU�VHJPHQW�LWHPV�DQG�D
GHVFULSWLRQ�RI�LWV�FRPSRQHQWV��$GGLWLRQDOO\��LW�UHTXLUHV�GLVFORVXUH�RI�WKH�WLWOH�DQG�SRVLWLRQ�RI�WKH�&2'0�DQG�DQ�H[SODQDWLRQ�RI�KRZ�WKH�&2'0�XVHV
WKH�UHSRUWHG�PHDVXUH�V��RI�VHJPHQW�SURILW�RU�ORVV�LQ�DVVHVVLQJ�VHJPHQW�SHUIRUPDQFH�DQG�GHFLGLQJ�KRZ�WR�DOORFDWH�UHVRXUFHV��7KH�$68�GRHV�QRW
FKDQJH�KRZ�D�SXEOLF�HQWLW\�LGHQWLILHV�LWV�RSHUDWLQJ�VHJPHQWV��DJJUHJDWHV�WKRVH�RSHUDWLQJ�VHJPHQWV��RU�DSSOLHV�WKH�TXDQWLWDWLYH�WKUHVKROGV�WR
GHWHUPLQH�LWV�UHSRUWDEOH�VHJPHQWV��7KH�&RPSDQ\�DGRSWHG�WKH�VWDQGDUG�RQ�-DQXDU\����������7KH�DGRSWLRQ�GLG�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�WKH
&RPSDQ\¶V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RU�UHODWHG�GLVFORVXUHV�

,Q�-XQH�������WKH�)$6%�LVVXHG�$68�1R�����������)DLU�9DOXH�0HDVXUHPHQW�RI�(TXLW\�6HFXULWLHV�6XEMHFW�WR�&RQWUDFWXDO�6DOH�5HVWULFWLRQV��7KLV
VWDQGDUG�FODULILHV�WKDW�FRQWUDFWXDO�UHVWULFWLRQV�RQ�WKH�VDOH�RI�DQ�HTXLW\�VHFXULW\�DUH�QRW�FRQVLGHUHG�SDUW�RI�WKH�XQLW�RI�DFFRXQW�IRU�WKH�HTXLW\�VHFXULW\
DQG��WKHUHIRUH��DUH�QRW�IDFWRUHG�LQWR�WKH�PHDVXUHPHQW�RI�IDLU�YDOXH��,W�DOVR�LQWURGXFHG�QHZ�GLVFORVXUH�UHTXLUHPHQWV�IRU�HTXLW\�VHFXULWLHV�VXEMHFW�WR
VXFK�FRQWUDFWXDO�VDOH�UHVWULFWLRQV��7KH�&RPSDQ\�DGRSWHG�WKLV�VWDQGDUG�RQ�-DQXDU\����������7KH�DGRSWLRQ�GLG�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�WKH
&RPSDQ\¶V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RU�UHODWHG�GLVFORVXUHV�

5HFHQWO\�,VVXHG�$FFRXQWLQJ�3URQRXQFHPHQWV

,Q�1RYHPEHU�������WKH�)$6%�LVVXHG�$68�1R�����������,QFRPH�6WDWHPHQW���5HSRUWLQJ�&RPSUHKHQVLYH�,QFRPH���([SHQVH�'LVDJJUHJDWLRQ
'LVFORVXUHV��6XEWRSLF����������'LVDJJUHJDWLRQ�RI�,QFRPH�6WDWHPHQW�([SHQVHV��7KLV�$68�UHTXLUHV�SXEOLF�EXVLQHVV�HQWLWLHV�WR�GLVDJJUHJDWH��RQ
ERWK�DQ�LQWHULP�DQG�DQQXDO�EDVLV��HDFK�UHOHYDQW�H[SHQVH�FDSWLRQ�SUHVHQWHG�RQ�WKH�IDFH�RI�WKH�LQFRPH�VWDWHPHQW�LQWR�VSHFLILF�H[SHQVH�FDWHJRULHV�
$GGLWLRQDOO\��HQWLWLHV�DUH�UHTXLUHG�WR�SURYLGH�D�TXDOLWDWLYH�GHVFULSWLRQ�RI�DPRXQWV�UHPDLQLQJ�LQ�UHOHYDQW�H[SHQVH�FDSWLRQV�WKDW�DUH�QRW�VHSDUDWHO\
GLVDJJUHJDWHG�TXDQWLWDWLYHO\��DV�ZHOO�DV�GLVFORVXUH�RI�WKH�WRWDO�DPRXQW�RI�VHOOLQJ�H[SHQVHV�DQG��LQ�DQQXDO�UHSRUWLQJ�SHULRGV��DQ�HQWLW\
V�GHILQLWLRQ�RI
VHOOLQJ�H[SHQVHV��7KH�DPHQGPHQWV�LQ�WKLV�$68�DUH�HIIHFWLYH�IRU�DQQXDO�UHSRUWLQJ�SHULRGV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������DQG�LQWHULP�UHSRUWLQJ
SHULRGV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������(DUO\�DGRSWLRQ�LV�SHUPLWWHG��7KH�&RPSDQ\�LV�FXUUHQWO\�HYDOXDWLQJ�WKH�LPSDFW�WKDW�WKLV�$68�ZLOO�KDYH�RQ
LWV�GLVFORVXUHV�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

,Q�'HFHPEHU�������WKH�)$6%�LVVXHG�$68�1R�����������,QFRPH�7D[HV��7RSLF�������ZKLFK�IRFXVHV�RQ�LPSURYHPHQWV�WR�LQFRPH�WD[�GLVFORVXUHV
SULPDULO\�UHODWHG�WR�WKH�UDWH�UHFRQFLOLDWLRQ�DQG�LQFRPH�WD[HV�SDLG�LQIRUPDWLRQ��7KH�DPHQGPHQWV�LQ�WKLV�$68�UHTXLUH�WKDW�SXEOLF�EXVLQHVV�HQWLWLHV�RQ
DQ�DQQXDO�EDVLV�����GLVFORVH�VSHFLILF�FDWHJRULHV�LQ�WKH�WDEXODU�UDWH�UHFRQFLOLDWLRQ��XVLQJ�ERWK�SHUFHQWDJHV�DQG�UHSRUWLQJ�FXUUHQF\�DPRXQWV��DQG����
SURYLGH�DGGLWLRQDO�LQIRUPDWLRQ�IRU�UHFRQFLOLQJ�LWHPV�WKDW�PHHW�D�TXDQWLWDWLYH�WKUHVKROG��,Q�DGGLWLRQ��DOO�HQWLWLHV�DUH�UHTXLUHG�WR�GLVFORVH�LQFRPH�WD[HV
SDLG��QHW�RI�UHIXQGV�UHFHLYHG�GLVDJJUHJDWHG�E\�IHGHUDO��VWDWH�ORFDO��DQG�IRUHLJQ�DQG�E\�MXULVGLFWLRQ�LI�WKH�DPRXQW�LV�DW�OHDVW����RI�WRWDO�LQFRPH�WD[
SD\PHQWV��QHW�RI�UHIXQGV�UHFHLYHG��7KH�DPHQGPHQWV�LQ�WKLV�$68�DUH�HIIHFWLYH�IRU�DQQXDO�SHULRGV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������ZLWK�HDUO\
DGRSWLRQ�SHUPLWWHG��7KH�DPHQGPHQWV�VKRXOG�EH�DSSOLHG�RQ�D�SURVSHFWLYH�EDVLV��ZLWK�UHWURVSHFWLYH�DSSOLFDWLRQ�SHUPLWWHG��7KH�&RPSDQ\�LV�FXUUHQWO\
HYDOXDWLQJ�WKH�LPSDFW�WKDW�WKLV�$68�ZLOO�KDYH�RQ�LWV�GLVFORVXUHV�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

���5HVWUXFWXULQJ

,Q�WKH�VHFRQG�TXDUWHU�RI�������LQ�FRQQHFWLRQ�ZLWK�WKH�&RPSDQ\¶V�SODQV�WR�UHGXFH�RSHUDWLRQDO�H[SHQGLWXUHV��PDQDJHPHQW��ZLWK�WKH�DSSURYDO�RI�WKH
%RDUG�RI�'LUHFWRUV��DSSURYHG�DQG�FRPPHQFHG�D�UHVWUXFWXULQJ�SODQ��7KLV�SODQ�LQFOXGHV�D�UHGXFWLRQ�LQ�ODERU�H[SHQVHV��SULPDULO\�WKURXJK�D�ZRUNIRUFH
UHGXFWLRQ�RI�PRUH�WKDQ������DQG�WKH�FRQVROLGDWLRQ�DQG�VXEOHDVLQJ�RI�FHUWDLQ�IDFLOLWLHV��,QLWLDO�ZRUNIRUFH�UHGXFWLRQV�FRPPHQFHG�LQ�-XQH������DQG
FRQWLQXHG�WKURXJKRXW�������ZLWK�IXUWKHU�UHGXFWLRQV�H[SHFWHG�LQ�������$OO�ZRUNIRUFH�UHGXFWLRQV�DUH�H[SHFWHG�WR�EH�VXEVWDQWLDOO\�FRPSOHWHG�LQ������
VXEMHFW�WR�FRPSOLDQFH�ZLWK�DSSOLFDEOH�ODZV��7KH�&RPSDQ\�SODQV�WR�FRQVROLGDWH�FHUWDLQ�IDFLOLWLHV�WKURXJK�YDULRXV�DFWLRQV��LQFOXGLQJ�FRPELQLQJ�RIILFH
DQG�ODERUDWRU\�RSHUDWLRQV�LQWR�IHZHU�ORFDWLRQV��VXEOHDVLQJ�XQXVHG�RU�XQGHUXWLOL]HG�IDFLOLWLHV��DQG�KDV�WDNHQ�RU�SODQV�WR�WDNH�RWKHU�UHODWHG�PHDVXUHV�
VXFK�DV�WKH�VDOH�RI�LWV�VXEVLGLDU\��$OWDU��LQ�WKH�WKLUG�TXDUWHU�RI�������VHH�1RWH�����:KLOH�WKH�&RPSDQ\�DLPV�WR�FRPSOHWH�WKH�PDMRULW\�RI�LWV�IDFLOLW\
FRQVROLGDWLRQ�DFWLRQV�LQ�������WKH�DFWXDO�WLPLQJ�PD\�YDU\��HVSHFLDOO\�IRU�VXEOHDVLQJ�XQXVHG�RU�XQGHUXWLOL]HG�IDFLOLWLHV��ZKLFK�PD\�H[WHQG�EH\RQG
�����RU�PD\�QRW�RFFXU�SULRU�WR�WHUPLQDWLRQ�RI�VXFK�OHDVH��GHSHQGLQJ�RQ�PDUNHW�FRQGLWLRQV��$GGLWLRQDOO\��UHVWUXFWXULQJ�H[SHQVHV�UHODWHG�WR�SRWHQWLDO
DVVHW�LPSDLUPHQWV�RU�FRQWUDFW�DPHQGPHQWV�RU�WHUPLQDWLRQV�IRU�DQ\�IDFLOLWLHV�QR�ORQJHU�LQ�XVH�RU�XQGHUXWLOL]HG�FRXOG�EH�PDWHULDO�

7KH�FRVWV�IRU�WKH�UHGXFWLRQ�LQ�IRUFH�DUH�H[SHFWHG�WR�UDQJH�IURP�������PLOOLRQ�WR�������PLOOLRQ�SULPDULO\�LQ�WKH�&HOO�(QJLQHHULQJ�VHJPHQW�DQG�FRQVLVW�RI
FDVK�VHYHUDQFH�DQG�UHODWHG�FRVWV��7KH�HPSOR\HH�WHUPLQDWLRQ�FRVWV�DUH�UHFRJQL]HG�DV�RI�WKH�FRPPXQLFDWLRQ�GDWH�WR�HPSOR\HHV��JLYHQ��L��WKH
&RPSDQ\�LQVWLWXWHG�D�RQH�WLPH�HPSOR\HH�WHUPLQDWLRQ�EHQHILW�UHODWHG�WR�LWV�UHVWUXFWXULQJ��DQG��LL��WKH�HPSOR\HHV�ZLOO�QRW�EH�UHWDLQHG�WR�UHQGHU�VHUYLFH
EH\RQG�D�PLQLPXP�UHWHQWLRQ�SHULRG��7KH�&RPSDQ\�LV�FXUUHQWO\�XQDEOH�WR�HVWLPDWH�WKH�FRVWV�DVVRFLDWHG�ZLWK�FRQVROLGDWLQJ�LWV�IDFLOLWLHV��7KHVH�FRVWV
PD\�LQFOXGH��EXW
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DUH�QRW�OLPLWHG�WR��ORVVHV�RQ�VXEOHDVHV��FRQWUDFW�WHUPLQDWLRQV��DVVHW�LPSDLUPHQWV��VDOH�RU�GLVSRVDO�RI�HTXLSPHQW�RU�RWKHU�ORQJ�OLYHG�DVVHWV��DQG
UHODWHG�FRVWV�DQG�IHHV�SHUWDLQLQJ�WR�WKH�FRQVROLGDWLRQ��FORVXUH��RU�GLVSRVLWLRQ�RI�IDFLOLWLHV��$GGLWLRQDO�FKDUJHV�PD\�EH�LQFXUUHG�DV�WKH�&RPSDQ\
SURJUHVVHV�LWV�UHVWUXFWXULQJ�SODQ�DQG�VXFK�FKDUJHV�FRXOG�EH�PDWHULDO�

7KH�IROORZLQJ�WDEOH�SUHVHQWV�UHVWUXFWXULQJ�FRVWV�LQFXUUHG�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������ZKLFK�DUH�UHFRUGHG�DV�³5HVWUXFWXULQJ�FKDUJHV´
LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV��LQ�WKRXVDQGV��

�
<HDU�(QGHG�'HFHPEHU
��������

(PSOR\HH�WHUPLQDWLRQ�FRVWV�DQG
RWKHU � �������

,PSDLUPHQW�RI�ULJKW�RI�XVH�DVVHW
��� ������

7RWDO�UHVWUXFWXULQJ � �������

����5HODWHV�WR�WKH�VXEOHDVH�RI�D�IDFLOLW\�LQ�FRQQHFWLRQ�ZLWK�WKH�UHVWUXFWXULQJ�DQG�UHIOHFWV�WKH�H[FHVV�RI�WKH�ULJKW�RI�XVH�DVVHW
V�FDUU\LQJ�YDOXH�RYHU�LWV�IDLU�YDOXH��ZKLFK
ZDV�GHWHUPLQHG�EDVHG�RQ�HVWLPDWHV�RI�IXWXUH�GLVFRXQWHG�FDVK�IORZV�DQG�LV�FODVVLILHG�DV�/HYHO���LQ�WKH�IDLU�YDOXH�KLHUDUFK\��

$GGLWLRQDOO\��WKH�&RPSDQ\�UHFRUGHG�D������PLOOLRQ�ORVV�RQ�WKH�VDOH�DQG�GHFRQVROLGDWLRQ�RI�$OWDU�DV�D�FRPSRQHQW�RI�RWKHU�LQFRPH��H[SHQVH��LQ�WKH
FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�IRU�\HDU�HQGHG�'HFHPEHU����������

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�FKDQJH�LQ�WKH�DFFUXHG�OLDELOLW\�EDODQFH�UHODWHG�WR�WKH�UHVWUXFWXULQJ�DFWLYLWLHV��ZKLFK�LV�LQFOXGHG�LQ�³$FFRXQWV
SD\DEOH´�DQG�³$FFUXHG�H[SHQVHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV´�LQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHW�DV�RI�'HFHPEHU�����������LQ
WKRXVDQGV��

(PSOR\HH�7HUPLQDWLRQ�&RVWV�DQG
2WKHU

([SHQVHV�LQFXUUHG � �������
&DVK�SD\PHQWV ��������
/LDELOLW\�EDODQFH�DW�'HFHPEHU��������� � ������

���$FTXLVLWLRQV�DQG�'LYHVWLWXUHV

�����$J%LRPH�$FTXLVLWLRQ

2Q�$SULO�����������WKH�&RPSDQ\�DFTXLUHG�FHUWDLQ�SODWIRUP�DVVHWV��LQFOXGLQJ�IXOO\�VHTXHQFHG�DQG�LVRODWHG�VWUDLQV��XQLTXH�JHQH�VHTXHQFHV��UHOHYDQW
IXQFWLRQDO�GDWD�DQG�PHWDGDWD��DQG�D�GHYHORSPHQW�SLSHOLQH�IURP�$J%LRPH��,QF���³$J%LRPH´���D�ELRWHFKQRORJ\�FRPSDQ\�LQ�WKH�DJULFXOWXUH�LQGXVWU\�
7KHVH�DVVHWV�H[SDQG�WKH�&RPSDQ\¶V�SURSULHWDU\�XQLILHG�PHWDJHQRPLFV�GDWDEDVH��7KH�IDLU�YDOXH�RI�WKH�FRQVLGHUDWLRQ�WUDQVIHUUHG�WRWDOHG�������PLOOLRQ
DQG�ZDV�SDLG�ZLWK�WKH�LVVXDQFH�RI���������VKDUHV�RI�*LQNJR
V�&ODVV�$�FRPPRQ�VWRFN��7KH�&RPSDQ\�DFFRXQWHG�IRU�WKH�WUDQVDFWLRQ�DV�DQ�DVVHW
DFTXLVLWLRQ�VLQFH�VXEVWDQWLDOO\�DOO�RI�WKH�YDOXH�UHFHLYHG�ZDV�FRQFHQWUDWHG�LQ�WKH�DFTXLUHG�GHYHORSHG�WHFKQRORJ\��ZKLFK�LV�EHLQJ�DPRUWL]HG�RYHU�D
XVHIXO�OLIH�RI�WKUHH�\HDUV�

�����2WKHU�$VVHW�$FTXLVLWLRQV

7KH�&RPSDQ\�FRPSOHWHG�WKUHH�RWKHU�DVVHW�DFTXLVLWLRQV�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�DJJUHJDWH�SXUFKDVH�SULFH�IRU�WKH�WKUHH
DFTXLVLWLRQV�ZDV�������PLOOLRQ�DQG�ZDV�SDLG�ZLWK�WKH�LVVXDQFH�RI���������VKDUHV�RI�*LQNJR
V�&ODVV�$�FRPPRQ�VWRFN��(DFK�WUDQVDFWLRQ�ZDV
DFFRXQWHG�IRU�DV�DQ�DVVHW�DFTXLVLWLRQ�DV�WKH�DFTXLUHG�DVVHWV��FRQVLVWLQJ�SULPDULO\�RI�LQWHOOHFWXDO�SURSHUW\�ULJKWV��GLG�QRW�PHHW�WKH�GHILQLWLRQ�RI�D
EXVLQHVV��7KH�DVVHWV�DFTXLUHG�UHSUHVHQW�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW�ZLWK�QR�DOWHUQDWLYH�IXWXUH�XVH��$FFRUGLQJO\��WKH�&RPSDQ\�UHFRUGHG
������PLOOLRQ�DV�DFTXLUHG�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVH�LQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG
FRPSUHKHQVLYH�ORVV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

�����6WULGH%LR�$FTXLVLWLRQ

2Q�$SULO����������WKH�&RPSDQ\�HQWHUHG�LQWR�DQ�$VVHW�3XUFKDVH�$JUHHPHQW��³$3$´��ZLWK�6WULGH%LR��,QF���³6WULGH%LR´��WR�DFTXLUH�6WULGH%LR
V�DGHQR�
DVVRFLDWHG�YLUXV�FDSVLG�GLVFRYHU\�DQG�HQJLQHHULQJ�SODWIRUP�DVVHWV��ZLWK�D�VHFRQGDU\�FORVLQJ�FRQWLQJHQW�XSRQ�WKH�WUDQVIHU�RI�FHUWDLQ�DGGLWLRQDO�LQ�
OLFHQVH�DJUHHPHQWV�WR�*LQNJR��7KH�VHFRQGDU\�FORVLQJ�ZDV�ILQDOL]HG�LQ�2FWREHU�������7KH�&RPSDQ\�DFFRXQWHG�IRU�WKH�WUDQVDFWLRQ�DV�DQ�DVVHW
DFTXLVLWLRQ�DV�VXEVWDQWLDOO\�DOO�RI�WKH�IDLU�YDOXH�RI�WKH
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DVVHWV�DFTXLUHG�ZDV�FRQFHQWUDWHG�LQ�D�VLQJOH�LGHQWLILDEOH�DVVHW��7KH�IDLU�YDOXH�RI�WKH�FRQVLGHUDWLRQ�WUDQVIHUUHG�WRWDOHG������PLOOLRQ�DQG�FRQVLVWHG�RI
��������VKDUHV�RI�*LQNJR
V�&ODVV�$�FRPPRQ�VWRFN�YDOXHG�DW������PLOOLRQ�DQG�D������PLOOLRQ�FRQWLQJHQW�KROGEDFN��DOO�RI�ZKLFK�ZDV�H[SHQVHG�DV�LQ�
SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�$3$��DV�DPHQGHG��DOVR�SURYLGHV�IRU�UR\DOW\�SD\PHQWV�RI�XS�WR
������PLOOLRQ�DV�GHVFULEHG�LQ�1RWH����

�����=\PHUJHQ�$FTXLVLWLRQ

2Q�2FWREHU�����������WKH�³=\PHUJHQ�&ORVLQJ�'DWH´���WKH�&RPSDQ\�DFTXLUHG�DOO�RI�WKH�RXWVWDQGLQJ�HTXLW\�RI�=\PHUJHQ�,QF���³=\PHUJHQ´���D�IRUPHU
FRPSDQ\�WKDW�VSHFLDOL]HG�LQ�LQWHJUDWLQJ�FRPSXWDWLRQDO�DQG�PDQXIDFWXULQJ�WHFKQRORJLHV�WR�GHVLJQ��GHYHORS��DQG�FRPPHUFLDOL]H�ELR�EDVHG�SURGXFWV
DFURVV�D�EURDG�UDQJH�RI�LQGXVWULHV��WKH�³=\PHUJHQ�$FTXLVLWLRQ´���8QGHU�WKH�PHUJHU�DJUHHPHQW��³$JUHHPHQW�DQG�3ODQ�RI�0HUJHU´���RQ�WKH�=\PHUJHQ
&ORVLQJ�'DWH��HDFK�VKDUH�RI�=\PHUJHQ�FRPPRQ�VWRFN�WKDW�ZDV�LVVXHG�DQG�RXWVWDQGLQJ�DV�RI�LPPHGLDWHO\�SULRU�WR�WKH�HIIHFWLYH�WLPH�ZDV
DXWRPDWLFDOO\�FDQFHOOHG��H[WLQJXLVKHG�DQG�FRQYHUWHG�LQWR�WKH�ULJKW�WR�UHFHLYH��������VKDUHV�RI�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN�DQG�FDVK�LQ
OLHX�RI�DQ\�IUDFWLRQDO�VKDUHV�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�DFTXLVLWLRQ�GDWH�IDLU�YDOXH�RI�WKH�SXUFKDVH�SULFH�FRQVLGHUDWLRQ�WUDQVIHUUHG�IRU�=\PHUJHQ��LQ�WKRXVDQGV��

)DLU�YDOXH�RI�&ODVV�$�FRPPRQ�VWRFN�LVVXHG�WR�=\PHUJHQ�VKDUHKROGHUV� � ��������
)DLU�YDOXH�RI�UHSODFHPHQW�*LQNJR�568V�DQG�*LQNJR�&ODVV�$�FRPPRQ�VWRFN�LVVXHG�XQGHU�=\PHUJHQ�5,)V
DWWULEXWDEOH�WR�SUH�FRPELQDWLRQ�VHUYLFHV� ������
/HVV��&DVK�VHYHUDQFH�DQG�UHWHQWLRQ�ERQXVHV�LQFXUUHG�IRU�WKH�EHQHILW�RI�WKH�FRPELQHG�FRPSDQ\� �������
7RWDO�=\PHUJHQ�SXUFKDVH�SULFH�FRQVLGHUDWLRQ � ��������

��� $V�FRQVLGHUDWLRQ�IRU�WKH�=\PHUJHQ�$FTXLVLWLRQ��WKH�&RPSDQ\�GHOLYHUHG�WR�=\PHUJHQ�VWRFNKROGHUV�����������VKDUHV�RI�LWV�&ODVV�$�FRPPRQ
VWRFN��RI�ZKLFK�DSSUR[LPDWHO\�����������UHSUHVHQWV�FRQVLGHUDWLRQ�WUDQVIHUUHG�IRU�WKH�=\PHUJHQ�$FTXLVLWLRQ�XQGHU�$6&������7KH�IDLU�YDOXH
RI�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN�LVVXHG�DV�FRQVLGHUDWLRQ�WUDQVIHUUHG�ZDV�GHWHUPLQHG�EDVHG�RQ��������SHU�VKDUH��ZKLFK�ZDV�WKH
FORVLQJ�SULFH�RI�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN�RQ�WKH�=\PHUJHQ�&ORVLQJ�'DWH��$Q�LPPDWHULDO�DPRXQW�UHODWHG�WR�WKH�LQFUHPHQWDO
YDOXH�UHFHLYHG�E\�WKH�KROGHUV�RI�=\PHUJHQ�VWRFN�RSWLRQV�ZDV�H[FOXGHG�IURP�WRWDO�FRQVLGHUDWLRQ�WUDQVIHUUHG�DQG�UHFRJQL]HG�DV�SRVW�
FRPELQDWLRQ�FRPSHQVDWLRQ�H[SHQVH�

��� 5HSUHVHQWV�WKH�IDLU�YDOXH�RI�WKH�UHSODFHPHQW�*LQNJR�568V�DQG�*LQNJR�&ODVV�$�FRPPRQ�VWRFN�LVVXHG�XQGHU�WKH�=\PHUJHQ�5,)V�DWWULEXWDEOH
WR�SUH�FRPELQDWLRQ�VHUYLFHV��7KH�UHPDLQLQJ�SRUWLRQ�RI�WKH�IDLU�YDOXH�LV�DVVRFLDWHG�ZLWK�IXWXUH�VHUYLFH�DQG�ZDV�UHFRJQL]HG�DV�VWRFN�EDVHG
FRPSHQVDWLRQ�H[SHQVH�LQ�WKH�SHULRG�VXEVHTXHQW�WR�WKH�=\PHUJHQ�$FTXLVLWLRQ�RYHU�WKH�UHPDLQLQJ�VHUYLFH�SHULRG�

��� 5HSUHVHQWV�FDVK�ERQXVHV�SD\DEOH�WR�=\PHUJHQ�HPSOR\HHV�LQ�DFFRUGDQFH�ZLWK�=\PHUJHQ�VHYHUDQFH�DQG�UHWHQWLRQ�SODQV�DW�WKH�=\PHUJHQ
&ORVLQJ�'DWH��7KHVH�SD\PHQWV�ZHUH�GHWHUPLQHG�WR�EH�IRU�WKH�EHQHILW�RI�WKH�FRPELQHG�FRPSDQ\��DQG�DFFRUGLQJO\��D�SRUWLRQ�RI�WKH�IDLU�YDOXH
RWKHUZLVH�UHFRJQL]HG�DV�FRQVLGHUDWLRQ�WUDQVIHUUHG�ZDV�DOORFDWHG�WR�SRVW�FRPELQDWLRQ�FRPSHQVDWLRQ�H[SHQVH�

7KH�=\PHUJHQ�$FTXLVLWLRQ�ZDV�DFFRXQWHG�IRU�DV�D�EXVLQHVV�FRPELQDWLRQ�LQ�DFFRUGDQFH�ZLWK�$6&������%XVLQHVV�&RPELQDWLRQV���$6&��������7KH
&RPSDQ\�DOORFDWHG�WKH�FRQVLGHUDWLRQ�WUDQVIHUUHG�WR�WKH�WDQJLEOH�DQG�LGHQWLILDEOH�LQWDQJLEOH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�EDVHG�RQ�WKHLU
UHVSHFWLYH�HVWLPDWHG�IDLU�YDOXHV�RQ�WKH�DFTXLVLWLRQ�GDWH��'XULQJ�������DV�D�UHVXOW�RI�XSGDWHG�LQIRUPDWLRQ�DERXW�IDFWV�DQG�FLUFXPVWDQFHV�WKDW�H[LVWHG
DW�WKH�DFTXLVLWLRQ�GDWH�UHJDUGLQJ�WKH�FROOHFWDELOLW\�RI�DQ�DFTXLUHG�DFFRXQWV�UHFHLYDEOH�EDODQFH�DQG�DFFUXHG�H[SHQVHV�XQGHU�D�FROODERUDWLRQ
DJUHHPHQW��WKH�&RPSDQ\�UHFRUGHG�D�PHDVXUHPHQW�SHULRG�DGMXVWPHQW�WR�WKH�HVWLPDWHG�IDLU�YDOXHV�LQLWLDOO\�UHFRUGHG�DV�RI�2FWREHU�����������ZKLFK
UHVXOWHG�LQ�D�GHFUHDVH�WR�JRRGZLOO�RI������PLOOLRQ��DQ�LQFUHDVH�WR�DFFRXQWV�UHFHLYDEOH�RI������PLOOLRQ��DQG�D�GHFUHDVH�WR�DFFUXHG�H[SHQVHV�DQG�RWKHU
FXUUHQW�OLDELOLWLHV�RI������PLOOLRQ��*RRGZLOO�ZDV�SULPDULO\�DWWULEXWHG�WR�=\PHUJHQ¶V�DVVHPEOHG�ZRUNIRUFH�DQG�WKH�H[SHFWHG�V\QHUJLHV�IURP�FRPELQLQJ
RSHUDWLRQV�DQG�ZDV�DVVLJQHG�WR�WKH�&HOO�(QJLQHHULQJ�VHJPHQW��*RRGZLOO�LV�QRW�WD[�GHGXFWLEOH�

���

���

���
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7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�ILQDO�DOORFDWLRQ�RI�WKH�SXUFKDVH�SULFH�WR�WKH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�DV�RI�WKH�DFTXLVLWLRQ�GDWH��LQ
WKRXVDQGV��

)LQDO�$OORFDWLRQ
&DVK�DQG�FDVK�HTXLYDOHQWV � ��������
$FFRXQWV�UHFHLYDEOH ������
,QYHQWRU\ ������
3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV �������
3URSHUW\�DQG�HTXLSPHQW �������
2SHUDWLQJ�OHDVH�ULJKW�RI�XVH�DVVHWV ��������
,QWDQJLEOH�DVVHWV �������
*RRGZLOO �������
2WKHU�QRQ�FXUUHQW�DVVHWV �������
$FFRXQWV�SD\DEOH ��������
'HIHUUHG�UHYHQXH �������
$FFUXHG�H[SHQVHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV ��������
2SHUDWLQJ�OHDVH�OLDELOLWLHV ���������
'HIHUUHG�WD[�OLDELOLW\ �������
2WKHU�QRQ�FXUUHQW�OLDELOLWLHV �����
1HW�DVVHWV�DFTXLUHG � ��������

7KH�IDLU�YDOXH�RI�LQWDQJLEOH�DVVHWV�ZDV�GHWHUPLQHG�XVLQJ�WKH�UHOLHI�IURP�UR\DOW\�PHWKRG�RI�WKH�LQFRPH�DSSURDFK��7KH�IDLU�YDOXH�PHDVXUHPHQWV�ZHUH
SULPDULO\�EDVHG�RQ�VLJQLILFDQW�LQSXWV�QRW�REVHUYDEOH�LQ�WKH�PDUNHW�DQG�WKXV�UHSUHVHQW�D�/HYHO���PHDVXUHPHQW��7KH�VLJQLILFDQW�LQSXWV�XVHG�LQFOXGHG
WKH�HVWLPDWHG�DQQXDO�QHW�FDVK�IORZV��LQFOXGLQJ�SURMHFWHG�UHYHQXHV�DWWULEXWDEOH�WR�WKH�DVVHW��UR\DOW\�UDWHV�DQG�REVROHVFHQFH�UDWHV���DQG�WKH�GLVFRXQW
UDWH�WKDW�UHIOHFWV�WKH�ULVNV�LQKHUHQW�LQ�WKH�IXWXUH�FDVK�IORZV��3URSHUW\�DQG�HTXLSPHQW�LV�PRVWO\�FRPSULVHG�RI�ODE�HTXLSPHQW��OHDVHKROG�LPSURYHPHQWV
DQG�FRQVWUXFWLRQ�LQ�SURJUHVV��7KH�IDLU�YDOXH�RI�SURSHUW\�DQG�HTXLSPHQW�ZDV�SULPDULO\�GHWHUPLQHG�XVLQJ�WKH�FRVW�DSSURDFK��ZKLFK�HVWLPDWHV�IDLU
YDOXH�E\�GHWHUPLQLQJ�WKH�UHSODFHPHQW�RU�UHSURGXFWLRQ�FRVW�RI�DQ�DVVHW�RI�FRPSDUDEOH�XWLOLW\��DGMXVWHG�IRU�ORVV�LQ�YDOXH�GXH�WR�GHSUHFLDWLRQ�DQG
HFRQRPLF�REVROHVFHQFH�

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�ILQDO�SXUFKDVH�SULFH�DOORFDWLRQ�DQG�UHPDLQLQJ�XVHIXO�OLYHV�IRU�LGHQWLILDEOH�LQWDQJLEOH�DVVHWV�DFTXLUHG�DV�RI�WKH
DFTXLVLWLRQ�GDWH��LQ�WKRXVDQGV��

(VWLPDWHG�IDLU
YDOXH

(VWLPDWHG�XVHIXO
OLIH��LQ�\HDUV�

'HYHORSHG�WHFKQRORJ\ � ������� ��
'DWDEDVH ������ �
7RWDO � �������

,Q�FRQMXQFWLRQ�ZLWK�WKH�$JUHHPHQW�DQG�3ODQ�RI�0HUJHU��=\PHUJHQ�LQLWLDWHG�D�UHGXFWLRQ�LQ�ZRUNIRUFH�LPSOHPHQWHG�LQ�VWDJHV��HDFK�D�³5,)´��IRU�WKH
EHQHILW�RI�WKH�FRPELQHG�FRPSDQ\��8QGHU�WKH�5,)V��HPSOR\HHV�UHFHLYHG�HQKDQFHG�VHYHUDQFH�EHQHILWV�FRQVLVWLQJ�RI�FDVK�ERQXVHV�DQG�DFFHOHUDWHG
YHVWLQJ�RI�WKHLU�RXWVWDQGLQJ�=\PHUJHQ�UHVWULFWHG�VWRFN�XQLWV���=\PHUJHQ�568����7KHVH�EHQHILWV�ZHUH�WULJJHUHG�XSRQ�D�FKDQJH�LQ�FRQWURO�RFFXUULQJ
ZLWKLQ�WZHOYH�PRQWKV�RI�WKH�HPSOR\HH¶V�WHUPLQDWLRQ�GDWH��7KH�&RPSDQ\�UHFRJQL]HG�������PLOOLRQ�LQ�FDVK�EDVHG�VHYHUDQFH�DQG�VWRFN�EDVHG
FRPSHQVDWLRQ�FRVWV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������UHODWHG�WR�WKH�5,)V�

,Q�$XJXVW�DQG�6HSWHPEHU�������=\PHUJHQ�DOVR�DSSURYHG�WKH�JUDQW�RI�UHWHQWLRQ�ERQXVHV�WR�FHUWDLQ�HPSOR\HHV�GHQRPLQDWHG�LQ�FDVK�DQG�RU
=\PHUJHQ�568V�GHVLJQHG�WR�UHWDLQ�DQG�UHZDUG�NH\�WDOHQW�RI�=\PHUJHQ�GXULQJ�WKH�SHQGHQF\�RI�WKH�SURSRVHG�=\PHUJHQ�$FTXLVLWLRQ�DQG�WKHUHDIWHU�
7KHVH�UHWHQWLRQ�ERQXVHV�ZHUH�GHHPHG�IRU�WKH�EHQHILW�RI�WKH�FRPELQHG�FRPSDQ\��$�SRUWLRQ�RI�WKH�UHWHQWLRQ�ERQXVHV�YHVWHG�DQG�EHFDPH�SD\DEOH
XSRQ�WKH�FORVLQJ�RI�WKH�=\PHUJHQ�$FTXLVLWLRQ��ZLWK�WKH�UHPDLQLQJ�SRUWLRQ�UHFRJQL]HG�DV�SRVW�FRPELQDWLRQ�FRPSHQVDWLRQ�H[SHQVH�RYHU�WKH
UHTXLVLWH�VHUYLFH�SHULRG��7KH�&RPSDQ\
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UHFRJQL]HG������PLOOLRQ�LQ�FDVK�EDVHG�UHWHQWLRQ�DQG�VWRFN�EDVHG�FRPSHQVDWLRQ�FRVWV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG
FRPSUHKHQVLYH�ORVV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

7KH�&RPSDQ\¶V�UHYHQXH�DQG�QHW�ORVV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������LQFOXGHG������PLOOLRQ�DQG�������PLOOLRQ��UHVSHFWLYHO\��IURP�=\PHUJHQ
VLQFH�WKH�=\PHUJHQ�&ORVLQJ�'DWH�

7KH�&RPSDQ\�LQFXUUHG�WUDQVDFWLRQ�DQG�LQWHJUDWLRQ�FRVWV�RI�������PLOOLRQ�GXULQJ�ILVFDO�\HDU�������ZKLFK�ZHUH�LQFOXGHG�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH
H[SHQVHV��LQFOXVLYH�RI�D�VXFFHVV�IHH�ZKLFK�ZDV�SDUWO\�SDLG�LQ�������VKDUHV�RI�*LQNJR�&ODVV�$�FRPPRQ�VWRFN��$GGLWLRQDOO\��WKH�&RPSDQ\�LQFXUUHG
�����PLOOLRQ�RI�HTXLW\�LVVXDQFH�FRVWV�GXULQJ�ILVFDO�\HDU�������ZKLFK�ZHUH�LQFOXGHG�LQ�DGGLWLRQDO�SDLG�LQ�FDSLWDO�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHW�

�����=\PHUJHQ�%DQNUXSWF\�DQG�'HFRQVROLGDWLRQ

2Q�2FWREHU����������=\PHUJHQ�DQG�FHUWDLQ�RI�LWV�VXEVLGLDULHV�ILOHG�YROXQWDU\�SHWLWLRQV�IRU�UHOLHI�XQGHU�&KDSWHU����RI�WKH�8QLWHG�6WDWHV�%DQNUXSWF\
&RGH��WKH�³=\PHUJHQ�%DQNUXSWF\´��LQ�WKH�8�6��%DQNUXSWF\�&RXUW�IRU�WKH�'LVWULFW�RI�'HODZDUH��³%DQNUXSWF\�&RXUW´���1HLWKHU�WKH�&RPSDQ\�QRU�DQ\
RI�LWV�RWKHU�VXEVLGLDULHV�ILOHG�IRU�EDQNUXSWF\�SURWHFWLRQ��=\PHUJHQ�KDV�EHHQ�RSHUDWHG�DV�D�GLVWLQFW�OHJDO�HQWLW\��VHSDUDWH�DQG�DSDUW�IURP�WKH
&RPSDQ\��VLQFH�LW�ZDV�DFTXLUHG�LQ�2FWREHU�������6KRUWO\�DIWHU�LWV�DFTXLVLWLRQ��WKH�&RPSDQ\�HQWHUHG�LQWR�D�QRQ�H[FOXVLYH�OLFHQVH�ZLWK�=\PHUJHQ�ZLWK
UHVSHFW�WR�=\PHUJHQ¶V�LQWHOOHFWXDO�SURSHUW\��LQFOXGLQJ�LWV�GDWDEDVHV��DXWRPDWLRQ��DQG�VRIWZDUH�FDSDELOLWLHV�

,Q�FRQQHFWLRQ�ZLWK�WKH�=\PHUJHQ�%DQNUXSWF\��DOVR�RQ�2FWREHU����������WKH�&RPSDQ\�HQWHUHG�LQWR�DQ�DVVHW�SXUFKDVH�DJUHHPHQW�ZLWK�=\PHUJHQ��WKH
³=\PHUJHQ�$3$´��DV�WKH�VWDONLQJ�KRUVH�ELGGHU�XQGHU�6HFWLRQ�����RI�WKH�8�6��%DQNUXSWF\�&RGH�WR�DFTXLUH�H[FOXVLYH�ULJKWV�WR�VXEVWDQWLDOO\�DOO�RI
=\PHUJHQ¶V�LQWHOOHFWXDO�SURSHUW\�DVVHWV�DQG�FHUWDLQ�RWKHU�DVVHWV��7KH�&RPSDQ\¶V�ELG�LQFOXGHG�D������PLOOLRQ�FDVK�FRPSRQHQW��DVVXPSWLRQ�RI�D
IDFLOLW\�OHDVH��SUHYLRXVO\�LQFOXGHG�LQ�WKH�&RPSDQ\
V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�SULRU�WR�=\PHUJHQ
V�GHFRQVROLGDWLRQ�GLVFXVVHG�EHORZ���DQG
DFTXLULQJ�=\PHUJHQ
V�ZRUNIRUFH��2Q�'HFHPEHU�����������=\PHUJHQ�FRQFOXGHG�LWV�DXFWLRQ��2Q�'HFHPEHU�����������WKH�%DQNUXSWF\�&RXUW�DSSURYHG
WKH�VDOH�RI�VXEVWDQWLDOO\�DOO�RI�=\PHUJHQ¶V�DVVHWV�WR�WKH�&RPSDQ\�WKURXJK�FHUWDLQ�RI�WKH�&RPSDQ\
V�DIILOLDWHV�DV�FRQWHPSODWHG�E\�WKH�=\PHUJHQ
$3$�

:KLOH�DV�RI�'HFHPEHU�����������=\PHUJHQ�UHPDLQHG�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�WKH�&RPSDQ\��DV�D�UHVXOW�RI�WKH�EDQNUXSWF\�SURFHHGLQJV��WKH
&RPSDQ\�QR�ORQJHU�KDG�D�FRQWUROOLQJ�ILQDQFLDO�LQWHUHVW�RYHU�=\PHUJHQ�DV�GHILQHG�XQGHU�$6&������&RQVROLGDWLRQ��DQG�WKHUHIRUH�GHFRQVROLGDWHG
=\PHUJHQ¶V�ILQDQFLDO�SRVLWLRQ�DV�RI�2FWREHU����������7KH�GHFRQVROLGDWLRQ�LQFOXGHG�WKH�GHUHFRJQLWLRQ�RI�WKH�FDUU\LQJ�DPRXQWV�RI�=\PHUJHQ¶V
FRQVROLGDWHG�DVVHWV�DQG�OLDELOLWLHV�WKDW�ZHUH�SUHYLRXVO\�LQFOXGHG�LQ�WKH�&RPSDQ\¶V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��8SRQ�GHFRQVROLGDWLRQ��WKH
&RPSDQ\�UHFRUGHG�D�ORVV�RI�������PLOOLRQ��UHSUHVHQWLQJ�WKH�UHPDLQLQJ�QHW�ERRN�YDOXH�RI�WKH�&RPSDQ\¶V�LQYHVWPHQW�WKDW�ZDV�UHGXFHG�WR�D�IDLU�YDOXH
RI�]HUR��6XEVHTXHQW�WR�WKH�GHFRQVROLGDWLRQ��WKH�&RPSDQ\�DFFRXQWHG�IRU�LWV�LQYHVWPHQW�LQ�=\PHUJHQ�XVLQJ�WKH�FRVW�PHWKRG�RI�DFFRXQWLQJ��ZKLFK
ZDV�UHFRUGHG�DW�]HUR�LQ�WKH�&RPSDQ\¶V�FRQVROLGDWHG�EDODQFH�VKHHW�DV�RI�'HFHPEHU�����������=\PHUJHQ¶V�UHVXOWV�RI�RSHUDWLRQV�ZHUH�UHPRYHG�IURP
WKH�&RPSDQ\¶V�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�EHJLQQLQJ�2FWREHU����������7KH�KLVWRULFDO�ILQDQFLDO�UHVXOWV�IRU
=\PHUJHQ�KDYH�QRW�EHHQ�FODVVLILHG�DV�D�GLVFRQWLQXHG�RSHUDWLRQ�EHFDXVH�LW�GRHV�QRW�UHSUHVHQW�D�VWUDWHJLF�VKLIW�ZLWK�D�PDMRU�HIIHFW�RQ�WKH�&RPSDQ\
V
RSHUDWLRQV�DQG�ILQDQFLDO�UHVXOWV�

7KH�IROORZLQJ�WDEOH�SUHVHQWV�=\PHUJHQ¶V�FRQVROLGDWHG�DVVHWV�DQG�OLDELOLWLHV�ZKLFK�KDYH�EHHQ�GHFRQVROLGDWHG�IURP�WKH�&RPSDQ\
V�FRQVROLGDWHG
EDODQFH�VKHHW�DV�RI�2FWREHU����������7KH�DPRXQWV�SUHVHQWHG�DUH�EHIRUH�WKH�HOLPLQDWLRQ�RI�LQWHUFRPSDQ\�EDODQFHV�
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2FWREHU��������
$VVHWV
&XUUHQW�DVVHWV�
&DVK�DQG�FDVK�HTXLYDOHQWV � �������
$FFRXQWV�UHFHLYDEOH��QHW �������
3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV �������
7RWDO�FXUUHQW�DVVHWV �������
3URSHUW\��SODQW�DQG�HTXLSPHQW��QHW ������
2SHUDWLQJ�OHDVH�ULJKW�RI�XVH�DVVHWV ��������
,QWDQJLEOH�DVVHWV��QHW �������
*RRGZLOO �������
2WKHU�QRQ�FXUUHQW�DVVHWV �������
7RWDO�DVVHWV ��������
/LDELOLWLHV
&XUUHQW�OLDELOLWLHV�
'HIHUUHG�UHYHQXH ����
$FFUXHG�H[SHQVHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV �������
7RWDO�FXUUHQW�OLDELOLWLHV �������
1RQ�FXUUHQW�OLDELOLWLHV�
2SHUDWLQJ�OHDVH�OLDELOLWLHV��QRQ�FXUUHQW ��������
2WKHU�QRQ�FXUUHQW�OLDELOLWLHV ����
7RWDO�OLDELOLWLHV ��������
1HW�DVVHWV�GHFRQVROLGDWHG � �������

7KH�IROORZLQJ�WDEOH�SUHVHQWV�=\PHUJHQ¶V�UHVXOWV�RI�RSHUDWLRQV�IRU�WKH�SHULRGV�SUHVHQWHG��LQFOXGHG�LQ�WKH�&RPSDQ\
V�FRQVROLGDWHG�VWDWHPHQWV�RI
RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�SULRU�WR�WKH�HOLPLQDWLRQ�RI�LQWHUFRPSDQ\�EDODQFHV�

3HULRG�IURP�-DQXDU\����������
2FWREHU��������

3HULRG�IURP�2FWREHU���������
��'HFHPEHU���������

7RWDO�UHYHQXH � ������ � ������
7RWDO�RSHUDWLQJ�H[SHQVHV �������� �������
/RVV�IURP�RSHUDWLRQV ��������� ��������
7RWDO�RWKHU�LQFRPH��QHW ������� ������
/RVV�EHIRUH�LQFRPH�WD[HV ��������� ��������
,QFRPH�WD[�SURYLVLRQ ��� ��
1HW�ORVV � ��������� � ��������

5HODWHG�3DUW\�7UDQVDFWLRQV

3ULRU�WR�WKH�GHFRQVROLGDWLRQ��WKH�&RPSDQ\�KDG�DQ�H[LVWLQJ�HPSOR\HH�OHDVLQJ�DUUDQJHPHQW�ZLWK�=\PHUJHQ��7KH�HPSOR\HH�OHDVLQJ�FKDUJHV�ZHUH
FRQVLGHUHG�LQWHUFRPSDQ\�WUDQVDFWLRQV�DQG�ZHUH�HOLPLQDWHG�LQ�WKH�&RPSDQ\
V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��$V�RI�WKH�GHFRQVROLGDWLRQ�GDWH��WKH
HPSOR\HH�OHDVLQJ�FKDUJHV�ZHUH�FRQVLGHUHG�UHODWHG�SDUW\�WUDQVDFWLRQV�DQG�KDYH�EHHQ�UHFRJQL]HG�LQ�WKH�&RPSDQ\
V�FRQVROLGDWHG�ILQDQFLDO
VWDWHPHQWV��(PSOR\HH�OHDVH�H[SHQVH�WRWDOHG������PLOOLRQ�IRU�WKH�SHULRG�IURP�2FWREHU���������WR�'HFHPEHU�����������DQG�ZDV�LPPDWHULDO�GXULQJ�ILVFDO
������7KH�&RPSDQ\�KDG

)���



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

�����PLOOLRQ�GXH�WR�=\PHUJHQ�DV�RI�'HFHPEHU�����������LQFOXGHG�LQ�DFFUXHG�H[SHQVHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV�RQ�WKH�EDODQFH�VKHHW��7KLV�DPRXQW
ZDV�VXEVHTXHQWO\�SDLG�LQ�ILVFDO������

�����=\PHUJHQ�$FTXLVLWLRQ

2Q�-DQXDU\�����������WKH�&RPSDQ\��WKURXJK�FHUWDLQ�RI�LWV�DIILOLDWHV��FRPSOHWHG�LWV�DFTXLVLWLRQ�RI�VXEVWDQWLDOO\�DOO�RI�=\PHUJHQ¶V�DVVHWV�XQGHU�WKH
=\PHUJHQ�$3$��LQFOXGLQJ�RIIHULQJ�HPSOR\PHQW�WR����RI�=\PHUJHQ¶V�HPSOR\HHV��2Q�)HEUXDU\����������=\PHUJHQ¶V�SODQ�RI�OLTXLGDWLRQ�ZDV�FRQILUPHG
E\�WKH�%DQNUXSWF\�&RXUW��$OO�RI�WKH�&RPSDQ\¶V�LQWHUHVWV�LQ�WKH�=\PHUJHQ�HQWLWLHV�ZHUH�H[WLQJXLVKHG�DQG�WHUPLQDWHG�DV�RI�)HEUXDU\�����������7KH
DFTXLVLWLRQ�XQGHU�WKH�=\PHUJHQ�$3$�ZDV�DFFRXQWHG�IRU�DV�D�EXVLQHVV�FRPELQDWLRQ�LQ�DFFRUGDQFH�ZLWK�$6&�����DQG�ZDV�QRW�PDWHULDO�WR�WKH
&RPSDQ\
V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��7KH�WRWDO�FDVK�SXUFKDVH�SULFH�ZDV������PLOOLRQ��ZLWK������PLOOLRQ�SDLG�DW�FORVLQJ�DQG������PLOOLRQ
UHOHDVHG�IURP�HVFURZ��7KH�DOORFDWLRQ�RI�WKH�SXUFKDVH�SULFH�WR�WKH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�DV�RI�WKH�DFTXLVLWLRQ�GDWH�SULPDULO\
LQFOXGHV�������PLOOLRQ�RI�RSHUDWLQJ�OHDVH�ULJKW�RI�XVH�DVVHWV�������PLOOLRQ�RI�SURSHUW\�DQG�HTXLSPHQW��DQG�������PLOOLRQ�RI�RSHUDWLQJ�OHDVH�OLDELOLWLHV�
1R�JRRGZLOO�RU�LQWDQJLEOH�DVVHWV�ZHUH�UHFRJQL]HG��7UDQVDFWLRQ�FRVWV�DVVRFLDWHG�ZLWK�WKH�=\PHUJHQ�$3$�ZHUH�QRW�PDWHULDO�IRU�WKH�\HDU�HQGHG
'HFHPEHU����������

�����%D\HU�$FTXLVLWLRQ�DQG�-RLQW�9HQWXUH�'LVVROXWLRQ

2Q�2FWREHU�����������WKH�&RPSDQ\�FRPSOHWHG�DQ�DVVHW�SXUFKDVH�XQGHU�WKH�$VVHW�3XUFKDVH�$JUHHPHQW��³$3$´��ZLWK�%D\HU�&URS6FLHQFH�/3��D
'HODZDUH�OLPLWHG�SDUWQHUVKLS��³%D\HU´���3XUVXDQW�WR�WKH�$3$��WKH�&RPSDQ\�DFTXLUHG�FHUWDLQ�DVVHWV�DQG�OLDELOLWLHV�RI�%D\HU��LQFOXGLQJ�%D\HU¶V
��������VTXDUH�IRRW�:HVW�6DFUDPHQWR�%LRORJLFV�5HVHDUFK�	�'HYHORSPHQW�VLWH��WHDP��DQG�LQWHUQDO�GLVFRYHU\�DQG�OHDG�RSWLPL]DWLRQ�SODWIRUP�

&RQFXUUHQWO\�ZLWK�WKH�$3$��%D\HU�DQG�*LQNJR�HQWHUHG�LQWR�WKH�-RLQW�9HQWXUH�7HUPLQDWLRQ�$JUHHPHQW��³-9�7HUPLQDWLRQ�$JUHHPHQW´��DQG�WKH
7HFKQLFDO�'HYHORSPHQW�$JUHHPHQW��³%D\HU�7'$´���7KH�-9�7HUPLQDWLRQ�$JUHHPHQW�LQLWLDWHG�WKH�GLVVROXWLRQ�RI�-R\Q�%LR��//&��³-R\Q�%LR´���WKH�MRLQW
YHQWXUH�FUHDWHG�E\�*LQNJR�DQG�%D\HU�LQ�������DQG�SURYLGHG�IRU�WKH�GLVEXUVHPHQW�RI�FRQWULEXWHG�LQWHOOHFWXDO�SURSHUW\�EDFN�WR�WKH�UHVSHFWLYH�RZQHUV�
WKH�GLVEXUVHPHQW�RI�MRLQW�RZQHUVKLS�RI�FHUWDLQ�LQWHOOHFWXDO�SURSHUW\�ULJKWV�FUHDWHG�E\�-R\Q�%LR��LQFOXGLQJ�ZLWK�UHVSHFW�WR�-R\Q�%LR¶V�QLWURJHQ
IL[DWLRQ�WHFKQRORJ\�WR�HDFK�SDUW\��WKH�GLVEXUVHPHQW�RI�SURSHUW\�DQG�HTXLSPHQW�DV�DJUHHG�WR�E\�WKH�SDUWLHV��WKH�DVVXPSWLRQ�E\�*LQNJR�RI�-R\Q�%LR
V
WZR�UHDO�HVWDWH�OHDVHV�DQG�WKH�WUDQVIHU�RI�FHUWDLQ�HPSOR\HHV�WR�*LQNJR��8QGHU�WKH�%D\HU�7'$���L��*LQNJR�JUDQWHG�%D\HU�H[FOXVLYH�OLFHQVHV�WR
*LQNJR¶V�MRLQW�RZQHUVKLS�ULJKW��WLWOH�DQG�LQWHUHVW�WR�-R\Q�%LR¶V�QLWURJHQ�IL[DWLRQ�LQWHOOHFWXDO�SURSHUW\���LL��IRU�D�WKUHH�\HDU�SHULRG��WKH�SDUWLHV�ZLOO
UHVHDUFK��GHYHORS�DQG�SURGXFH�PLFURELDO�VWUDLQV�DQG�UHODWHG�SURFHVVHV�WR�HQDEOH�WKH�UHVHDUFK��GHYHORSPHQW��SURGXFWLRQ��PDQXIDFWXULQJ�DQG
FRPPHUFLDOL]DWLRQ�RI�%D\HU�SURGXFWV�LQ�DJULFXOWXUH�DV�SDUW�RI�FHOO�SURJUDPV�SXUVXDQW�WR�7'3V�DJUHHG�WR�E\�WKH�SDUWLHV��LQFOXGLQJ�RQH�WDUJHWHG�WR
QLWURJHQ�IL[DWLRQ�DQG��LLL��IRU�D�WKUHH�\HDU�SHULRG��*LQNJR�ZLOO�SURYLGH�FHUWDLQ�QRQ�FHOO�HQJLQHHULQJ�VHUYLFHV�WR�%D\HU�UHODWHG�WR�SURGXFW�VXSSRUW�DV
GHVFULEHG�LQ�VWDWHPHQWV�RI�ZRUN�DJUHHG�WR�E\�WKH�SDUWLHV��,Q�FRQVLGHUDWLRQ�IRU�DOO�SURJUDPV��VHUYLFHV�DQG�UHODWHG�OLFHQVHV��*LQNJR�ZLOO�UHFHLYH������
PLOOLRQ�LQ�HTXDO�TXDUWHUO\�LQVWDOOPHQWV�RYHU�WKH�WKUHH�\HDU�WHUP�SOXV�UR\DOWLHV�RQ�ZRUOGZLGH�QHW�VDOHV�RI�FHUWDLQ�%D\HU�SURGXFWV�GHYHORSHG�XQGHU�WKH
%D\HU�7'$�

7KH�$3$��-9�7HUPLQDWLRQ�$JUHHPHQW�DQG�%D\HU�7'$�ZHUH�DFFRXQWHG�IRU�DV�D�VLQJOH�WUDQVDFWLRQ�DV�WKH\�ZHUH�HQWHUHG�LQWR�DW�WKH�VDPH�WLPH�DQG�LQ
FRQWHPSODWLRQ�RI�RQH�DQRWKHU��WKH�RFFXUUHQFH�RI�HDFK�DJUHHPHQW�ZDV�GHSHQGHQW�RQ�WKH�RFFXUUHQFH�RI�WKH�RWKHU�DJUHHPHQWV��DQG�WKH�ZRUN
SHUIRUPHG�XQGHU�WKH�%D\HU�7'$�ZLOO�XWLOL]H�WKH�WDQJLEOH�DVVHWV�DFTXLUHG�IURP�%D\HU�XQGHU�WKH�$3$�DQG�WKH�,3�GLVWULEXWHG�WR�*LQNJR�XQGHU�WKH�-9
7HUPLQDWLRQ�$JUHHPHQW�

7KH�DVVHWV�DFTXLUHG�XQGHU�WKH�$3$�DQG�-9�7HUPLQDWLRQ�$JUHHPHQW�PHHW�WKH�GHILQLWLRQ�RI�D�EXVLQHVV�DQG�ZHUH�DFFRXQWHG�IRU�XQGHU�$6&������7KH
%D\HU�7'$�ZDV�DFFRXQWHG�IRU�XQGHU�$6&������$�VXPPDU\�RI�WKH�SXUFKDVH�SULFH�UHODWLQJ�WR�WKH�EXVLQHVV�FRPELQDWLRQ�LV�DV�IROORZV��LQ�WKRXVDQGV��

&DVK � �������
)DLU�YDOXH�RI�SUHYLRXVO\�KHOG�HTXLW\�LQWHUHVW�LQ�-R\Q�%LR ������
)DLU�YDOXH�RI�QRWHV�UHFHLYDEOH�IURP�-R\Q�%LR ������
7RWDO�SXUFKDVH�FRQVLGHUDWLRQ � ��������

3ULRU�WR�WKH�FRPSOHWLRQ�RI�WKH�EXVLQHVV�FRPELQDWLRQ��WKH�&RPSDQ\��WKURXJK�LWV�WKHQ�PDMRULW\�RZQHG�KROGLQJ�FRPSDQ\�&RRNVRQLD��//&
�³&RRNVRQLD´���KHOG�D�����HTXLW\�LQWHUHVW�LQ�-R\Q�%LR�WKDW�ZDV�DFFRXQWHG�IRU�DV�DQ�HTXLW\�PHWKRG�LQYHVWPHQW��7KH�&RPSDQ\�UHPHDVXUHG�LWV����
HTXLW\�LQWHUHVW�LQ�-R\Q�%LR�DW�IDLU�YDOXH�DV�RI�WKH�DFTXLVLWLRQ�GDWH�DQG�UHFRUGHG�D�JDLQ�RI�������PLOOLRQ�HTXDO�WR�WKH�GLIIHUHQFH�EHWZHHQ�WKH�FDUU\LQJ
YDOXH�RI�LWV�HTXLW\�PHWKRG�LQYHVWPHQW�LQ�-R\Q

)���
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%LR�RI�]HUR�DQG�WKH�IDLU�YDOXH�RI�������PLOOLRQ�RQ�WKH�DFTXLVLWLRQ�GDWH��7KH�JDLQ�LV�LQFOXGHG�ZLWKLQ�ORVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQWV�LQ�WKH
FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������

$GGLWLRQDOO\��SULRU�WR�WKH�FRPSOHWLRQ�RI�WKH�EXVLQHVV�FRPELQDWLRQ��-R\Q�%LR�KDG�LVVXHG�WR�*LQNJR�D�VHULHV�RI�FRQYHUWLEOH�SURPLVVRU\�QRWHV�LQ�WKH
DJJUHJDWH�SULQFLSDO�DPRXQW�RI�������PLOOLRQ��VHH�1RWH������7KH�QRWHV�ZHUH�HIIHFWLYHO\�VHWWOHG�DV�SDUW�RI�WKH�EXVLQHVV�FRPELQDWLRQ�DQG�ZHUH�LQFOXGHG
DV�SDUW�RI�WKH�FRQVLGHUDWLRQ�WUDQVIHUUHG�IRU�WKH�EXVLQHVV�FRPELQDWLRQ��7KH�FDUU\LQJ�YDOXH�RI�WKH�QRWHV�SULRU�WR�WKH�DFTXLVLWLRQ�ZDV������PLOOLRQ�GXH
WR�ORVVHV�DWWULEXWDEOH�WR�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�EHLQJ�DOORFDWHG�WR�WKH�QRWHV�UHFHLYDEOH�DV�D�UHVXOW�RI�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�EHLQJ
UHGXFHG�WR�]HUR�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�&RPSDQ\�UHFRUGHG�D�JDLQ�RQ�WKH�QRWHV�UHFHLYDEOH�RI������PLOOLRQ�ZLWKLQ�RWKHU�LQFRPH�
QHW�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������IRU�WKH�H[FHVV�RI�WKH�������PLOOLRQ
RXWVWDQGLQJ�SULQFLSDO�DQG�DFFUXHG�LQWHUHVW�RYHU�WKHLU�FDUU\LQJ�YDOXH�RI�WKH�QRWHV�

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�ILQDO�DOORFDWLRQ�RI�WKH�SXUFKDVH�SULFH�WR�WKH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�DV�RI�WKH�DFTXLVLWLRQ�GDWH��LQ
WKRXVDQGV��

3URSHUW\��SODQW��DQG�HTXLSPHQW � �������
,QWDQJLEOH�DVVHWV �������
*RRGZLOO �������
'HIHUUHG�WD[�OLDELOLW\ �������
1HW�DVVHWV�DFTXLUHG � ��������

�

7KH�IDLU�YDOXH�RI�*LQNJR¶V�HTXLW\�LQWHUHVW�LQ�-R\Q�%LR�SUH�GLVVROXWLRQ�ZDV�GHWHUPLQHG�XVLQJ�D�GLVFRXQWHG�FDVK�IORZ�PHWKRG��7KH�IDLU�YDOXH�RI
LQWDQJLEOH�DVVHWV��ZKLFK�FRQVLVWV�RI�-R\Q�%LR
V�GHYHORSHG�WHFKQRORJ\��ZDV�GHWHUPLQHG�XVLQJ�WKH�UHOLHI�IURP�UR\DOW\�PHWKRG�RI�WKH�LQFRPH�DSSURDFK�
6LJQLILFDQW�DVVXPSWLRQV�XVHG�LQ�WKH�YDOXDWLRQV�LQFOXGHG�WKH�HVWLPDWHG�DQQXDO�QHW�FDVK�IORZV��LQFOXGLQJ�SURMHFWHG�IXWXUH�UHYHQXHV�DQG�FRVWV�
WHUPLQDO�JURZWK�UDWHV��UR\DOW\�UDWHV�DQG�REVROHVFHQFH�UDWHV���DQG�D�GLVFRXQW�UDWH�WKDW�UHIOHFWV�WKH�ULVNV�LQKHUHQW�LQ�WKH�IXWXUH�FDVK�IORZV��3URSHUW\�
SODQW��DQG�HTXLSPHQW�FRQVLVWV�RI�ODQG��EXLOGLQJV��VLWH�LPSURYHPHQWV�DQG�SHUVRQDO�SURSHUW\��7KH�IDLU�YDOXH�RI�ODQG�ZDV�GHWHUPLQHG�XVLQJ�WKH�VDOHV
FRPSDULVRQ�DSSURDFK�DQG�WKH�IDLU�YDOXH�RI�WKH�EXLOGLQJV��VLWH�LPSURYHPHQWV�DQG�SHUVRQDO�SURSHUW\�ZDV�GHWHUPLQHG�XVLQJ�WKH�FRVW�DQG�VDOHV
FRPSDULVRQ�DSSURDFKHV��8QGHU�WKH�FRVW�DSSURDFK��WKH�&RPSDQ\�HVWLPDWHG�WKH�FRVW�WR�DFTXLUH�RU�FRQVWUXFW�FRPSDUDEOH�DVVHWV�DQG�PDGH
DGMXVWPHQWV�IRU�SK\VLFDO�GHWHULRUDWLRQ��,QWDQJLEOH�DVVHWV�FRQVLVW�RI�-R\Q�%LR
V�GHYHORSHG�WHFKQRORJ\�DQG�KDYH�DQ�HVWLPDWHG�XVHIXO�OLIH�RI�ILYH
\HDUV��*RRGZLOO�SULPDULO\�UHIOHFWV�WKH�YDOXH�RI�IXWXUH�SURJUDPV�H[SHFWHG�WR�DULVH�DIWHU�WKH�DFTXLVLWLRQ�DQG�WKH�DVVHPEOHG�ZRUNIRUFH��*RRGZLOO�LV�QRW
WD[�GHGXFWLEOH�

7KH�&RPSDQ\�LQFXUUHG������PLOOLRQ�DQG������PLOOLRQ�LQ�FRVWV�DVVRFLDWHG�ZLWK�WKH�ZLQGLQJ�XS�DQG�GLVVROXWLRQ�RI�-R\Q�%LR�GXULQJ�WKH�\HDUV�HQGHG
'HFHPEHU����������DQG�������UHVSHFWLYHO\��ZKLFK�ZHUH�UHFRUGHG�ZLWKLQ�RSHUDWLQJ�H[SHQVHV��'LVVROXWLRQ�FRVWV�DUH�VKDUHG�HTXDOO\�EHWZHHQ�*LQNJR
DQG�%D\HU��7KH�MRLQW�YHQWXUH�ZDV�IXOO\�GLVVROYHG�LQ�������7KH�&RPSDQ\�LQFXUUHG�WUDQVDFWLRQ�DQG�LQWHJUDWLRQ�FRVWV�RI�������PLOOLRQ�GXULQJ�WKH�\HDU
HQGHG�'HFHPEHU����������UHODWHG�WR�WKH�EXVLQHVV�FRPELQDWLRQ��ZKLFK�ZHUH�LQFOXGHG�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�LQ�WKH�FRQVROLGDWHG
VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV��7KH�WUDQVDFWLRQ�GRHV�QRW�UHSUHVHQW�D�PDWHULDO�EXVLQHVV�FRPELQDWLRQ�DQG��WKHUHIRUH��SUR�IRUPD
ILQDQFLDO�LQIRUPDWLRQ�LV�QRW�SURYLGHG��2SHUDWLQJ�UHVXOWV�RI�WKH�DFTXLUHG�EXVLQHVV�KDYH�EHHQ�LQFOXGHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV
DQG�FRPSUHKHQVLYH�ORVV�VLQFH�WKH�GDWH�RI�DFTXLVLWLRQ�DQG�ZHUH�QRW�PDWHULDO�WR�WKH�&RPSDQ\¶V�UHVXOWV�RI�RSHUDWLRQV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����
�����

�����$OWDU�$FTXLVLWLRQ�DQG������'LYHVWLWXUH

2Q�2FWREHU����������WKH�&RPSDQ\�DFTXLUHG�DOO�RXWVWDQGLQJ�VKDUHV�RI�FDSLWDO�VWRFN�RI�$OWDU�6$6��³$OWDU´���D�)UHQFK�ELRWHFKQRORJ\�FRPSDQ\�ZLWK�D
SURSULHWDU\�DGDSWLYH�HYROXWLRQ�SODWIRUP��$OWDU
V�IOHHW�RI�DXWRPDWHG�DGDSWLYH�ODERUDWRU\�HYROXWLRQ�LQVWUXPHQWV�ZDV�LQWHJUDWHG�LQWR�*LQNJR
V�)RXQGU\
WR�VHUYH�FXVWRPHUV�DFURVV�YDULRXV�LQGXVWULHV��7KH�WRWDO�SXUFKDVH�FRQVLGHUDWLRQ�ZDV�������PLOOLRQ�DQG�FRQVLVWHG�RI������PLOOLRQ�LQ�FDVK�������PLOOLRQ
LQ�UHVWULFWHG�VKDUHV�RI�*LQNJR�&ODVV�$�FRPPRQ�VWRFN�VXEMHFW�WR�IRUIHLWXUH�LI�FHUWDLQ�YHVWLQJ�FRQGLWLRQV�DUH�QRW�PHW�������PLOOLRQ�LQ�XQUHVWULFWHG
VKDUHV�RI�*LQNJR�&ODVV�$�FRPPRQ�VWRFN�������PLOOLRQ�LQ�FRQWLQJHQW�FRQVLGHUDWLRQ�DQG������PLOOLRQ�LQ�DVVXPHG�OLDELOLWLHV��7KH�&RPSDQ\�DFFRXQWHG
IRU�WKH�WUDQVDFWLRQ�DV�D�EXVLQHVV�FRPELQDWLRQ�XQGHU�$6&������7KH�QHW�DVVHWV�DFTXLUHG�SULPDULO\�FRQVLVWHG�RI������PLOOLRQ�RI�LQWDQJLEOH�DVVHWV�UHODWHG
WR�$OWDU
V�GHYHORSHG�WHFKQRORJ\�DQG������PLOOLRQ�RI�JRRGZLOO��ZKLFK�LV�QRW�GHGXFWLEOH�IRU�WD[�SXUSRVHV��7KH�EXVLQHVV�LV�UHSRUWHG�DV�SDUW�RI�WKH
&RPSDQ\¶V�&HOO�(QJLQHHULQJ�UHSRUWDEOH�VHJPHQW��7KH�&RPSDQ\�LQFXUUHG������PLOOLRQ�LQ�DFTXLVLWLRQ�UHODWHG�FRVWV�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU
����������ZKLFK�ZHUH�LQFOXGHG�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV��3UR�IRUPD�LQIRUPDWLRQ�KDV�QRW�EHHQ�SUHVHQWHG�EHFDXVH�LW�LV�QRW�PDWHULDO�WR�WKH
ILQDQFLDO�VWDWHPHQWV��$OWDU
V�UHVXOWV�RI�RSHUDWLRQV�KDYH�EHHQ�LQFOXGHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG

)���
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FRPSUHKHQVLYH�ORVV�VLQFH�WKH�GDWH�RI�DFTXLVLWLRQ�DQG�ZHUH�QRW�PDWHULDO�WR�WKH�&RPSDQ\¶V�UHVXOWV�RI�RSHUDWLRQV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����
�����

2Q�6HSWHPEHU�����������WKH�&RPSDQ\�VROG�WKH�HTXLW\�LQWHUHVWV�RI�$OWDU�IRU�D�QRPLQDO�DPRXQW��$V�D�UHVXOW�RI�WKH�VDOH��WKH�&RPSDQ\�GHFRQVROLGDWHG
DOO�RI�$OWDU
V�DVVHWV�DQG�OLDELOLWLHV�IURP�LWV�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�HIIHFWLYH�6HSWHPEHU�����������DQG�UHFRJQL]HG�D�ORVV�RQ�GHFRQVROLGDWLRQ
RI������PLOOLRQ�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�ORVV�RQ
GHFRQVROLGDWLRQ�LQFOXGHV�D������PLOOLRQ�UHFODVVLILFDWLRQ�RI�DFFXPXODWHG�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV�WR�HDUQLQJV��7KH�VDOH�GLG�QRW�PHHW�WKH
FULWHULD�WR�EH�UHSRUWHG�DV�D�GLVFRQWLQXHG�RSHUDWLRQ�

�����)*HQ�$FTXLVLWLRQ

2Q�$SULO����������WKH�&RPSDQ\�DFTXLUHG�DOO�RI�WKH�RXWVWDQGLQJ�HTXLW\�LQWHUHVWV�RI�)*HQ�$*��³)*HQ´���D�FRPSDQ\�RUJDQL]HG�XQGHU�WKH�ODZV�RI
6ZLW]HUODQG�WKDW�VSHFLDOL]HV�LQ�VWUDLQ�GHYHORSPHQW�DQG�RSWLPL]DWLRQ��)*HQ�KDV�GHYHORSHG�DQ�XOWUD�KLJK�WKURXJKSXW�VFUHHQLQJ�SODWIRUP�EXLOW�RQ
QDQROLWHU�UHDFWRU�WHFKQRORJ\�ZKLFK�WKH�&RPSDQ\�EHOLHYHG�ZRXOG�HQKDQFH�LWV�FHOO�VFUHHQLQJ�FDSDELOLWLHV�DQG�SRWHQWLDOO\�LQFUHDVH�WKH�OLNHOLKRRG�RI
ILQGLQJ�HQ]\PHV��SDWKZD\V��DQG�VWUDLQV�RU�FHOO�OLQHV�WKDW�SHUIRUP�WR�GLYHUVH�FHOO�SURJUDP�VSHFLILFDWLRQV�

7KH�&RPSDQ\�DFFRXQWHG�IRU�WKH�WUDQVDFWLRQ�DV�D�EXVLQHVV�FRPELQDWLRQ�XQGHU�$6&������$FFRUGLQJO\��WKH�DVVHWV�DQG�OLDELOLWLHV�DFTXLUHG�ZHUH
UHFRUGHG�DW�WKHLU�HVWLPDWHG�IDLU�YDOXH�RQ�WKH�GDWH�RI�DFTXLVLWLRQ��)*HQ
V�UHVXOWV�RI�RSHUDWLRQV�KDYH�EHHQ�LQFOXGHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI
RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�VLQFH�WKH�GDWH�RI�DFTXLVLWLRQ�DQG�ZHUH�QRW�PDWHULDO�WR�WKH�&RPSDQ\¶V�UHVXOWV�RI�RSHUDWLRQV�IRU�WKH�\HDU�HQGHG
'HFHPEHU�����������7KH�)*HQ�DFTXLVLWLRQ�GRHV�QRW�UHSUHVHQW�D�PDWHULDO�EXVLQHVV�FRPELQDWLRQ�DQG��WKHUHIRUH��SUR�IRUPD�ILQDQFLDO�LQIRUPDWLRQ�LV�QRW
SURYLGHG�

7KH�FRQVLGHUDWLRQ�SDLG�ZDV�FRPSULVHG�RI�FRPPRQ�VWRFN�DQG�FRQWLQJHQW�FRQVLGHUDWLRQ�DV�IROORZV��LQ�WKRXVDQGV��

)DLU�YDOXH�RI�&ODVV�$�FRPPRQ�VWRFN � �������
)DLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ���UHVWULFWHG�VWRFN ������
)DLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ���PLOHVWRQHV ������
7RWDO�)*HQ�FRQVLGHUDWLRQ � �������

7KH�&RPSDQ\�LVVXHG���������VKDUHV�RI�LWV�&ODVV�$�FRPPRQ�VWRFN�RQ�WKH�DFTXLVLWLRQ�GDWH�FRPSULVHG�RI���������XQUHVWULFWHG�VKDUHV�YDOXHG�DW������
PLOOLRQ�EDVHG�RQ�WKH�FORVLQJ�PDUNHW�SULFH�RI���������SHU�VKDUH�DQG��������UHVWULFWHG�VKDUHV�FODVVLILHG�DV�FRQWLQJHQW�FRQVLGHUDWLRQ�DQG�VXEMHFW�WR
YHVWLQJ�FRQGLWLRQV��7KH�FRQWLQJHQW�FRQVLGHUDWLRQ�LQ�WKH�IRUP�RI�UHVWULFWHG�VWRFN�ZDV�YDOXHG�DW������PLOOLRQ�DV�RI�WKH�DFTXLVLWLRQ�GDWH�EDVHG�RQ
PDQDJHPHQW¶V�HVWLPDWH�RI�WKH�QXPEHU�RI�VKDUHV�H[SHFWHG�WR�YHVW�DQG�WKH�FORVLQJ�PDUNHW�SULFH�RI����������7KH�UHVWULFWHG�VKDUHV�ZHUH�LVVXHG�LQ�WKUHH
WUDQFKHV�ZLWK�VHSDUDWH�YHVWLQJ�FRQGLWLRQV��7UDQFKHV���DQG���YHVWHG�RQ�$SULO���������ZKHQ�WKH�&RPSDQ\�ILOHG�LWV�)RUP�6���UHJLVWUDWLRQ�VWDWHPHQW�DQG
D�WRWDO�RI��������VKDUHV�YHVWHG�DQG��������VKDUHV�ZHUH�IRUIHLWHG��7KH�UHPDLQLQJ��������WUDQFKH���UHVWULFWHG�VKDUHV�YHVWHG�RQ�WKH����PRQWK
DQQLYHUVDU\�RI�WKH�FORVLQJ�

$V�SDUW�RI�WKH�DFTXLVLWLRQ��WKH�&RPSDQ\�LV�UHTXLUHG�WR�PDNH�PLOHVWRQH�SD\PHQWV�XS�WR�D�PD[LPXP�RI�������PLOOLRQ��ZLWK�������PLOOLRQ�SD\DEOH�EDVHG
RQ�WKH�VXFFHVVIXO�LQWHJUDWLRQ�DQG�GHSOR\PHQW�RI�WKH�)*HQ�WHFKQRORJ\�DFURVV�WKH�&RPSDQ\
V�SURJUDPV�RYHU�D����PRQWK�SHULRG�DQG������PLOOLRQ
SD\DEOH�WR�FHUWDLQ�HPSOR\HHV�EDVHG�RQ�FRQWLQXLQJ�VHUYLFH��7KH�PLOHVWRQHV�DUH�SD\DEOH�LQ�FDVK�RU�&ODVV�$�FRPPRQ�VWRFN�DW�WKH�HOHFWLRQ�RI�WKH
&RPSDQ\��7KH������PLOOLRQ�SD\DEOH�WR�HPSOR\HHV�LV�DFFRXQWHG�IRU�VHSDUDWHO\�IURP�WKH�EXVLQHVV�FRPELQDWLRQ�DV�SRVW�FRPELQDWLRQ�FRPSHQVDWLRQ
H[SHQVH�DQG�UHFRJQL]HG�RYHU�WKH�UHTXLVLWH�VHUYLFH�SHULRG��7KH�IDLU�YDOXH�RI�WKH�������PLOOLRQ�LQ�FRQWLQJHQW�FRQVLGHUDWLRQ�RQ�WKH�DFTXLVLWLRQ�GDWH�ZDV
GHWHUPLQHG�XVLQJ�D�VFHQDULR�EDVHG�PHWKRG��7KH�VLJQLILFDQW�DVVXPSWLRQV�XVHG�LQFOXGH�WKH�H[SHFWHG�WLPH�RI�DFKLHYHPHQW�DQG�SUREDELOLW\�RI�VXFFHVV
UHODWHG�WR�HDFK�PLOHVWRQH�DQG�D�GLVFRXQW�UDWH�

7KH�&RPSDQ\�DOORFDWHG�WKH�SXUFKDVH�SULFH�WR�WKH�WDQJLEOH�DQG�LGHQWLILDEOH�LQWDQJLEOH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�EDVHG�RQ�WKHLU
UHVSHFWLYH�HVWLPDWHG�IDLU�YDOXHV�RQ�WKH�DFTXLVLWLRQ�GDWH��'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�&RPSDQ\�UHFRUGHG�PHDVXUHPHQW�SHULRG
DGMXVWPHQWV�ZKLFK�GLG�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�JRRGZLOO�

7KH�LQWDQJLEOH�DVVHWV�DFTXLUHG�FRQVLVW�RI�)*HQ
V�GHYHORSHG�WHFKQRORJ\�ZKLFK�ZDV�PHDVXUHG�DW�IDLU�YDOXH�XVLQJ�WKH�PXOWL�SHULRG�H[FHVV�HDUQLQJV
PHWKRG�XQGHU�WKH�LQFRPH�DSSURDFK��8QGHU�WKLV�PHWKRG��DQ�LQWDQJLEOH�DVVHW
V�IDLU�YDOXH�LV�HTXDO�WR�WKH�SUHVHQW�YDOXH�RI�WKH�LQFUHPHQWDO�DIWHU�WD[�FDVK
IORZV�DWWULEXWDEOH�RQO\�WR�WKH�LQWDQJLEOH�DVVHW�DIWHU�GHGXFWLQJ�FKDUJHV�UHSUHVHQWLQJ�WKH�FRQWULEXWLRQ�RI�RWKHU�DVVHWV�WR�WKRVH�FDVK�IORZV��7KH
VLJQLILFDQW�DVVXPSWLRQV�XVHG�LQFOXGH�WKH�HVWLPDWHG�DQQXDO�QHW�FDVK�IORZV��LQFOXGLQJ�UHYHQXH�JURZWK�UDWHV��(%,7'$�DQG�(%,7�PDUJLQV��DSSOLFDEOH
WD[�UDWH��DQG�FRQWULEXWRU\

)���



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

DVVHW�FKDUJHV���D�GLVFRXQW�UDWH��DQG�WKH�WD[�DPRUWL]DWLRQ�EHQHILW��*RRGZLOO�UHSUHVHQWV�WKH�DPRXQW�E\�ZKLFK�WKH�SXUFKDVH�SULFH�H[FHHGV�WKH�HVWLPDWHG
IDLU�YDOXH�RI�WKH�QHW�DVVHWV�DFTXLUHG�DQG�SULPDULO\�UHIOHFWV�WKH�YDOXH�RI�IXWXUH�SURJUDPV�H[SHFWHG�WR�DULVH�DIWHU�WKH�DFTXLVLWLRQ�

7KH�&RPSDQ\�LQFXUUHG������PLOOLRQ�RI�DFTXLVLWLRQ�UHODWHG�FRVWV�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������ZKLFK�ZHUH�LQFOXGHG�LQ�JHQHUDO�DQG
DGPLQLVWUDWLYH�H[SHQVHV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�ILQDO�DOORFDWLRQ�RI�WKH�SXUFKDVH�SULFH�WR�WKH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�DV�RI�WKH�DFTXLVLWLRQ�GDWH��LQ
WKRXVDQGV��

)LQDO�$OORFDWLRQ�
&DVK�DQG�FDVK�HTXLYDOHQWV � ������
$FFRXQWV�UHFHLYDEOH ����
2WKHU�QRQ�FXUUHQW�DVVHWV ���
3URSHUW\�DQG�HTXLSPHQW ���
,QWDQJLEOH�DVVHWV� �������
*RRGZLOO� �������
$FFRXQWV�SD\DEOH�DQG�DFFUXHG�H[SHQVHV ����
'HIHUUHG�UHYHQXH �����
'HIHUUHG�WD[�OLDELOLW\ �������
1HW�DVVHWV�DFTXLUHG � �������

����(VWLPDWHG�XVHIXO�OLIH�RI����\HDUV�

����1RQ�GHGXFWLEOH�IRU�WD[�SXUSRVHV��

�����$VVHW�$FTXLVLWLRQV

2Q�2FWREHU����������WKH�&RPSDQ\�FRPSOHWHG�WKH�DFTXLVLWLRQ�RI�DOO�RI�WKH�RXWVWDQGLQJ�HTXLW\�LQWHUHVWV�LQ�&LUFXODULV�%LRWHFKQRORJLHV��,QF��
�³&LUFXODULV´���D�ELRWHFKQRORJ\�FRPSDQ\�ZLWK�D�SURSULHWDU\�FLUFXODU�51$�DQG�SURPRWHU�VFUHHQLQJ�SODWIRUP��7KH�DJJUHJDWH�SXUFKDVH�FRQVLGHUDWLRQ
ZDV�������PLOOLRQ��RI�ZKLFK������PLOOLRQ�ZDV�SDLG�LQ�FDVK��������PLOOLRQ�ZDV�SDLG�LQ�*LQNJR�&ODVV�$�FRPPRQ�VWRFN�������PLOOLRQ�UHSUHVHQWHG
FRQWLQJHQW�FRQVLGHUDWLRQ�DQG������PLOOLRQ�UHSUHVHQWHG�GLUHFW�WUDQVDFWLRQ�FRVWV��7KH�&RPSDQ\�DFFRXQWHG�IRU�WKH�WUDQVDFWLRQ�DV�DQ�DVVHW�DFTXLVLWLRQ
DV�VXEVWDQWLDOO\�DOO�RI�WKH�YDOXH�UHFHLYHG�ZDV�FRQFHQWUDWHG�LQ�WKH�DFTXLUHG�GHYHORSHG�WHFKQRORJ\��7KH�&RPSDQ\�DOORFDWHG�WKH�SXUFKDVH
FRQVLGHUDWLRQ�SULPDULO\�WR�WKH�GHYHORSHG�WHFKQRORJ\�LQWDQJLEOH�DVVHW��ZKLFK�LV�EHLQJ�DPRUWL]HG�RYHU�D�XVHIXO�OLIH�RI�ILYH�\HDUV��$GGLWLRQDOO\��WKH
SXUFKDVH�DJUHHPHQW�LQFOXGHG������PLOOLRQ�RI�HPSOR\HH�UHWHQWLRQ�SD\PHQWV��ZKLFK�ZDV�UHFRJQL]HG�DV�FRPSHQVDWLRQ�H[SHQVH�RYHU�WKH�UHTXLVLWH
VHUYLFH�SHULRG�

2Q�$XJXVW�����������WKH�&RPSDQ\�DFTXLUHG�FHUWDLQ�HSLGHPLRORJLFDO�GDWD�LQIUDVWUXFWXUH�DVVHWV�IURP�%DNWXV��,QF���D�'HODZDUH�EDVHG�SXEOLF�EHQHILW
FRUSRUDWLRQ��7KH�&RPSDQ\�DFFRXQWHG�IRU�WKH�WUDQVDFWLRQ�DV�DQ�DVVHW�DFTXLVLWLRQ�DV�WKH�YDOXH�DFTXLUHG�SULPDULO\�UHODWHG�WR�D�VLQJOH�LGHQWLILDEOH
LQWDQJLEOH�DVVHW��7KH�WRWDO�SXUFKDVH�FRQVLGHUDWLRQ�ZDV�������PLOOLRQ�DQG�FRQVLVWHG�RI������PLOOLRQ�LQ�FDVK�������PLOOLRQ�LQ�*LQNJR�&ODVV�$�FRPPRQ
VWRFN�DQG������PLOOLRQ�RI�GLUHFW�WUDQVDFWLRQ�FRVWV��2I�WKH�VKDUHV�LVVXHG��������ZHUH�UHVWULFWHG�VKDUHV�WKDW�YHVWHG�RQ�WKH����PRQWK�DQQLYHUVDU\�RI�WKH
FORVLQJ�DQG�ZHUH�FODVVLILHG�DV�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLW\�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHW��VHH�1RWH�����$GGLWLRQDOO\��WKH�SXUFKDVH
DJUHHPHQW�LQFOXGHG������PLOOLRQ�RI�HPSOR\HH�UHWHQWLRQ�SD\PHQWV��ZKLFK�ZDV�UHFRJQL]HG�DV�FRPSHQVDWLRQ�H[SHQVH�RYHU�WKH�UHTXLVLWH�VHUYLFH�SHULRG�
$V�D�UHVXOW�RI�WKH�DFTXLVLWLRQ��WKH�&RPSDQ\�UHFRJQL]HG�������PLOOLRQ�LQ�LQWDQJLEOH�DVVHWV�FRQVLVWLQJ�RI�GHYHORSHG�WHFKQRORJ\��FXVWRPHU
UHODWLRQVKLSV�DQG�DVVHPEOHG�ZRUNIRUFH�DQG������PLOOLRQ�LQ�GHIHUUHG�UHYHQXH�

���

���
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7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

���)DLU�9DOXH�0HDVXUHPHQWV

7KH�IROORZLQJ�WDEOHV�SUHVHQW�LQIRUPDWLRQ�DERXW�WKH�&RPSDQ\¶V�ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�PHDVXUHG�DW�IDLU�YDOXH�RQ�D�UHFXUULQJ�EDVLV��LQ
WKRXVDQGV��

$V�RI�'HFHPEHU���������
&ODVVLILFDWLRQ 7RWDO /HYHO�� /HYHO�� /HYHO��

$VVHWV�
0RQH\�PDUNHW�IXQGV &DVK�DQG�FDVK�HTXLYDOHQWV � �������� � �������� � �� � ��
6\QORJLF��,QF��ZDUUDQWV� ,QYHVWPHQWV ���� �� ���� ��
0DUNHWDEOH�HTXLW\�VHFXULWLHV ,QYHVWPHQWV ������� ������� �� ��
1RWHV�UHFHLYDEOH 2WKHU�QRQ�FXUUHQW�DVVHWV ������� �� ������� ������
7RWDO�DVVHWV � �������� � �������� � ������� � ������
/LDELOLWLHV�
&RQWLQJHQW�FRQVLGHUDWLRQ $FFUXHG�H[SHQVHV�DQG�RWKHU

FXUUHQW�OLDELOLWLHV � ������ � �� � �� � ������
&RQWLQJHQW�FRQVLGHUDWLRQ 2WKHU�QRQ�FXUUHQW�OLDELOLWLHV ������ �� �� ������
7RWDO�OLDELOLWLHV � ������ � �� � �� � ������

�
$V�RI�'HFHPEHU���������

&ODVVLILFDWLRQ 7RWDO /HYHO�� /HYHO�� /HYHO��
$VVHWV�
0RQH\�PDUNHW�IXQGV &DVK�DQG�FDVK�HTXLYDOHQWV � �������� � �������� � �� � ��
6\QORJLF��,QF��ZDUUDQWV� ,QYHVWPHQWV ���� �� ���� ��
0DUNHWDEOH�HTXLW\�VHFXULWLHV� ,QYHVWPHQWV ������� ������� ���� ��
1RWHV�UHFHLYDEOH 3UHSDLG�H[SHQVHV�DQG�RWKHU

FXUUHQW�DVVHWV ������� �� �� �������
1RWHV�UHFHLYDEOH 2WKHU�QRQ�FXUUHQW�DVVHWV ������� �� ������� ������
7RWDO�DVVHWV � �������� � �������� � ������� � �������
/LDELOLWLHV�
3XEOLF�:DUUDQWV 2WKHU�QRQ�FXUUHQW�OLDELOLWLHV � ������ � ������ � �� � ��
3ULYDWH�3ODFHPHQW�:DUUDQWV 2WKHU�QRQ�FXUUHQW�OLDELOLWLHV ������ �� ��� ������
&RQWLQJHQW�FRQVLGHUDWLRQ $FFUXHG�H[SHQVHV�DQG�RWKHU

FXUUHQW�OLDELOLWLHV ������� �� �� �������
&RQWLQJHQW�FRQVLGHUDWLRQ 2WKHU�QRQ�FXUUHQW�OLDELOLWLHV ������ �� �� ������
7RWDO�OLDELOLWLHV � ������� � ������ � ��� � �������

��� 7KH�IDLU�YDOXH�RI�6\QORJLF��,QF��ZDUUDQWV�LV�FDOFXODWHG�DV�WKH�TXRWHG�SULFH�RI�WKH�XQGHUO\LQJ�FRPPRQ�VWRFN��OHVV�WKH�XQSDLG�H[HUFLVH�SULFH�RI�WKH�ZDUUDQWV�
��� 0DUNHWDEOH�HTXLW\�VHFXULWLHV�FODVVLILHG�DV�/HYHO���UHIOHFW�D�GLVFRXQW�IRU�ODFN�RI�PDUNHWDELOLW\�GXH�WR�UHJXODWRU\�VDOHV�UHVWULFWLRQV��

7UDQVIHUV�WR�DQG�IURP�/HYHOV������DQG���DUH�UHFRJQL]HG�DW�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG�LQ�ZKLFK�D�FKDQJH�LQ�YDOXDWLRQ�WHFKQLTXH�RU�PHWKRGRORJ\
RFFXUV��,Q������DQG�������WUDQVIHUV�IURP�/HYHO���WR�/HYHO���RFFXUUHG�GXH�WR�ODSVH�RI�UHJXODWRU\�VDOHV�UHVWULFWLRQV�RQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV�
$GGLWLRQDOO\��LQ�������D�SRUWLRQ�RI�WKH�3ULYDWH�3ODFHPHQW�:DUUDQWV
�HVWLPDWHG�IDLU�YDOXH�ZDV�WUDQVIHUUHG�IURP�/HYHO���WR�/HYHO���DV�D�UHVXOW�RI�WKH
3ULYDWH�3ODFHPHQW�:DUUDQWV�KDYLQJ�VXEVWDQWLDOO\�WKH�VDPH�WHUPV�DV�WKH�3XEOLF�:DUUDQWV�ZKHQ�WUDQVIHUUHG�WR�DQ\RQH�RWKHU�WKDQ�WKH�LQLWLDO
SXUFKDVHUV�RU�WKHLU�SHUPLWWHG�WUDQVIHUHHV��OHDGLQJ�WKH�&RPSDQ\�WR�GHWHUPLQH�WKHLU�IDLU�YDOXH�WR�EH�HTXLYDOHQW�WR�WKDW�RI�WKH�3XEOLF�:DUUDQWV��7KHUH
ZHUH�QR�RWKHU�WUDQVIHUV�EHWZHHQ�/HYHOV�������RU���GXULQJ������RU������

���

���

���
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7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

7KH�WDEOH�EHORZ�SURYLGHV�D�UHFRQFLOLDWLRQ�RI�WKH�EHJLQQLQJ�DQG�HQGLQJ�EDODQFHV�IRU�DVVHWV�DQG�OLDELOLWLHV�PHDVXUHG�DW�IDLU�YDOXH�XVLQJ�/HYHO��
VLJQLILFDQW�XQREVHUYDEOH�LQSXWV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU�����LQ�WKRXVDQGV��

� 1RWHV�5HFHLYDEOH
3ULYDWH�3ODFHPHQW

:DUUDQWV
&RQWLQJHQW

&RQVLGHUDWLRQ
%DODQFH�DW�-DQXDU\�������� � ������� � ������ � �������
$GGLWLRQV ������ �� ��
&KDQJH�LQ�IDLU�YDOXH ������� ������� ������
6HWWOHPHQWV�DQG�SD\PHQWV �� �� ��������
7UDQVIHUV�WR�/HYHO�� �� ����� ��
&RQYHUVLRQ�WR�FRPPRQ�VWRFN �������� �� ��
%DODQFH�DW�'HFHPEHU��������� � ������ � �� � ������

%DODQFH�DW�-DQXDU\�������� � ������ � ������ � �������
$GGLWLRQV ������ �� ������
$GGLWLRQV�IURP�QRWH�H[FKDQJHV�DQG�DPHQGPHQWV ������� �� ��
&KDQJH�LQ�IDLU�YDOXH ������� ������� ������
6HWWOHPHQWV�DQG�SD\PHQWV ������� �� ��������
%DODQFH�DW�'HFHPEHU��������� � ������� � ������ � �������

1RWHV�5HFHLYDEOH�

)RU�DOO�RI�LWV�QRWHV�UHFHLYDEOH��WKH�&RPSDQ\�KDV�HOHFWHG�WKH�IDLU�YDOXH�RSWLRQ��IRU�ZKLFK�FKDQJHV�LQ�IDLU�YDOXH�DUH�UHFRUGHG�LQ�RWKHU�LQFRPH��QHW�LQ�WKH
FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�

$V�RI�'HFHPEHU����������DQG�������WKH�&RPSDQ\
V�QRWHV�UHFHLYDEOH�LQFOXGHV�D�VHQLRU�VHFXUHG�QRWH�LQ�WKH�RULJLQDO�SULQFLSDO�DPRXQW�RI�������PLOOLRQ�
LVVXHG�E\�%ROW�7KUHDGV��,QF���³%ROW�7KUHDGV´���ZKLFK�EHDUV�LQWHUHVW�DW�����SHU�DQQXP��LV�GXH�'HFHPEHU�����������DQG�LV�LQFOXGHG�LQ�RWKHU�QRQ�
FXUUHQW�DVVHWV�DW�LWV�HVWLPDWHG�IDLU�YDOXH��7KH�&RPSDQ\�SUHYLRXVO\�KHOG�D�FRQYHUWLEOH�SURPLVVRU\�QRWH��DOVR�LVVXHG�E\�%ROW�7KUHDGV��LQ�WKH�SULQFLSDO
DPRXQW�RI�������PLOOLRQ��ZKLFK�ERUH�LQWHUHVW�DW����SHU�DQQXP��ZDV�FRQYHUWLEOH�LQWR�HTXLW\�VHFXULWLHV�RI�%ROW�7KUHDGV�XSRQ�D�TXDOLILHG�ILQDQFLQJ��D
QRQ�TXDOLILHG�ILQDQFLQJ��RU�VSHFLDO�SXUSRVH�DFTXLVLWLRQ�FRPSDQ\�WUDQVDFWLRQ��DW�D�FRQYHUVLRQ�SULFH�EDVHG�RQ�FHUWDLQ�FRQGLWLRQV�DV�GHILQHG�LQ�WKH
QRWH�DJUHHPHQW��RU�ZDV�RWKHUZLVH�SD\DEOH�RQ�GHPDQG�DQ\�WLPH�DIWHU�WKH�PDWXULW\�GDWH�RI�2FWREHU����������'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU����������
������PLOOLRQ�LQ�SULQFLSDO�DQG�DFFUXHG�LQWHUHVW�RQ�WKH�FRQYHUWLEOH�SURPLVVRU\�QRWH�ZDV�FRQYHUWHG�LQWR�����PLOOLRQ�VKDUHV�RI�WKH�LVVXHU
V�FRPPRQ
VWRFN��ZKLFK�ZHUH�FODVVLILHG�DV�PDUNHWDEOH�HTXLW\�VHFXULWLHV�XQWLO�WKH\�ZHUH�VROG�

7KH�&RPSDQ\�XVHG�WKH�\LHOG�PHWKRG�WR�YDOXH�WKH�VHQLRU�VHFXUHG�QRWH��8QGHU�WKLV�PHWKRG��WKH�HVWLPDWHG�IXWXUH�FDVK�IORZV��FRQVLVWLQJ�RI�SULQFLSDO
DQG�LQWHUHVW�SD\PHQWV��DUH�GLVFRXQWHG�WR�SUHVHQW�YDOXH�XVLQJ�DQ�DSSOLFDEOH�PDUNHW�\LHOG�RU�GLVFRXQW�UDWH��,QFUHDVHV�RU�GHFUHDVHV�LQ�WKH�PDUNHW�\LHOG
RU�GLVFRXQW�UDWH�ZRXOG�UHVXOW�LQ�D�GHFUHDVH�RU�LQFUHDVH��UHVSHFWLYHO\��LQ�WKH�IDLU�YDOXH�PHDVXUHPHQW��7KH�PDUNHW�\LHOG�LV�GHWHUPLQHG�XVLQJ�D�FRUSRUDWH
ERQG�\LHOG�FXUYH�FRUUHVSRQGLQJ�WR�WKH�FUHGLW�UDWLQJ�FDWHJRU\�RI�WKH�LVVXHU��7KH�IDLU�YDOXH�RI�WKH�VHQLRU�VHFXUHG�QRWH�LV�EDVHG�RQ�REVHUYDEOH�PDUNHW
LQSXWV��ZKLFK�UHSUHVHQWV�D�/HYHO���PHDVXUHPHQW�ZLWKLQ�WKH�IDLU�YDOXH�KLHUDUFK\�

7KH�&RPSDQ\�DOVR�KROGV�D�VHULHV�RI�FRQYHUWLEOH�GHEW�LQVWUXPHQWV�LVVXHG�E\�FXVWRPHUV�DV�SD\PHQW�IRU�&HOO�(QJLQHHULQJ�VHUYLFHV��7KH�&RPSDQ\
XVHG�D�VFHQDULR�EDVHG�PHWKRG�WR�YDOXH�WKH�FRQYHUWLEOH�GHEW�LQVWUXPHQWV�LVVXHG�E\�FXVWRPHUV�DQG�E\�%ROW�7KUHDGV�SULRU�WR�FRQYHUVLRQ��8QGHU�WKLV
PHWKRG��IXWXUH�FDVK�IORZV�DUH�HYDOXDWHG�XQGHU�YDULRXV�SD\RII�VFHQDULRV��SUREDELOLW\�ZHLJKWHG��DQG�GLVFRXQWHG�WR�SUHVHQW�YDOXH��7KH�VLJQLILFDQW
XQREVHUYDEOH��/HYHO����LQSXWV�XVHG�LQ�WKH�IDLU�YDOXH�PHDVXUHPHQW�DV�RI�'HFHPEHU����������LQFOXGHG�VFHQDULR�SUREDELOLWLHV�UDQJLQJ�IURP����WR�����
D�GLVFRXQW�UDWH�RI�������DQG�HVWLPDWHG�WLPH�WR�HYHQW�GDWH�RI�XS�WR�WZR�\HDUV��7KH�VLJQLILFDQW�XQREVHUYDEOH��/HYHO����LQSXWV�XVHG�LQ�WKH�IDLU�YDOXH
PHDVXUHPHQW�DV�RI�'HFHPEHU����������LQFOXGHG�VFHQDULR�SUREDELOLWLHV�UDQJLQJ�IURP����WR������D�GLVFRXQW�UDWH�RI�����DQG�HVWLPDWHG�WLPH�WR�HYHQW
GDWH�RI�RQH�WR�WZR�\HDUV��6LJQLILFDQW�FKDQJHV�LQ�WKHVH�LQSXWV�FRXOG�KDYH�UHVXOWHG�LQ�D�VLJQLILFDQWO\�ORZHU�RU�KLJKHU�IDLU�YDOXH�PHDVXUHPHQW��$V�RI
'HFHPEHU�����������WKH�FRQYHUWLEOH�GHEW�LQVWUXPHQWV�KDG�DQ�XQSDLG�SULQFLSDO�EDODQFH�RI�������PLOOLRQ�DQG�D�IDLU�YDOXH�RI������PLOOLRQ��$V�RI�'HFHPEHU
����������WKH�FRQYHUWLEOH�GHEW�LQVWUXPHQWV�KDG�DQ�XQSDLG�SULQFLSDO�EDODQFH�RI�������PLOOLRQ�DQG�D�IDLU�YDOXH�RI�������PLOOLRQ�

)���



7DEOH�RI�&RQWHQWV
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1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

,Q�'HFHPEHU�������WKH�&RPSDQ\�HQWHUHG�LQWR�DQ�DPHQGPHQW�ZLWK�D�FXVWRPHU�UHJDUGLQJ�WZR�RXWVWDQGLQJ�FRQYHUWLEOH�SURPLVVRU\�QRWHV��ZLWK�DQ
DJJUHJDWH�SULQFLSDO�DPRXQW�RI�������PLOOLRQ��7KH�&RPSDQ\�XVHG�D�VFHQDULR�EDVHG�PHWKRG�WR�YDOXH�WKH�FRQYHUWLEOH�QRWHV�DV�RI�WKH�DPHQGPHQW�GDWH�
7KH�VLJQLILFDQW�XQREVHUYDEOH��/HYHO����LQSXWV�XVHG�LQ�WKH�IDLU�YDOXH�PHDVXUHPHQW�DV�RI�WKH�DPHQGPHQW�GDWH�LQFOXGHG�VFHQDULR�SUREDELOLWLHV�UDQJLQJ
IURP�����WR������D�GLVFRXQW�UDWH�RI������WLPH�WR�HYHQW�GDWH�RI�XS�WR�RQH�\HDU��DQG�DQ�HVWLPDWHG�IDLU�YDOXH�SHU�VKDUH�RI�WKH�HTXLW\�VHFXULWLHV�WR�ZKLFK
WKH�&RPSDQ\�ZRXOG�EH�HQWLWOHG�WR�XSRQ�FRQYHUVLRQ�RI�WKH�QRWHV��REWDLQHG�IURP�D�WKLUG�SDUW\�YDOXDWLRQ�

:DUUDQW�/LDELOLWLHV

,Q�FRQQHFWLRQ�ZLWK�WKH�&RPSDQ\
V�PHUJHU�ZLWK�6RDULQJ�(DJOH�$FTXLVLWLRQ�&RUS���³651*´��RQ�6HSWHPEHU�����������³651*�%XVLQHVV�&RPELQDWLRQ´��
WKH�&RPSDQ\�DVVXPHG������PLOOLRQ�ZDUUDQWV��IRUPHUO\�WUDGHG�RQ�WKH�1HZ�<RUN�6WRFN�([FKDQJH��WKH�³1<6(�´�DQG�VXFK�ZDUUDQWV��WKH�³3XEOLF
:DUUDQWV´��DQG������PLOOLRQ�SULYDWH�SODFHPHQW�ZDUUDQWV��WKH�³3ULYDWH�3ODFHPHQW�:DUUDQWV´��DQG�WRJHWKHU�ZLWK�WKH�3XEOLF�:DUUDQWV��WKH�³:DUUDQWV´��
ZKLFK�ZHUH�LQLWLDOO\�LVVXHG�LQ�FRQQHFWLRQ�ZLWK�651*¶V�LQLWLDO�SXEOLF�RIIHULQJ��7KH�QXPEHU�RI�RXWVWDQGLQJ�:DUUDQWV�GLG�QRW�FKDQJH�DV�D�UHVXOW�RI�WKH
5HYHUVH�6WRFN�6SOLW��+RZHYHU��HDFK�:DUUDQW�HTXDOV�RQH�IRUWLHWK��������RI�RQH�VKDUH�RI�&ODVV�$�FRPPRQ�VWRFN��D�PLQLPXP�RI����:DUUDQWV�PXVW�EH
H[HUFLVHG�IRU�RQH�VKDUH�RI�&ODVV�$�FRPPRQ�VWRFN��IROORZLQJ�WKH�5HYHUVH�6WRFN�6SOLW�

7KH�IDLU�YDOXH�RI�WKH�3XEOLF�:DUUDQWV�ZDV�EDVHG�RQ�WKHLU�REVHUYDEOH�TXRWHG�SULFH�RQ�WKH�1<6(��+RZHYHU��WKH�3XEOLF�:DUUDQWV�ZHUH�GHOLVWHG�E\�WKH
1<6(�RQ�6HSWHPEHU����������GXH�WR�DEQRUPDOO\�ORZ�VHOOLQJ�SULFH�OHYHOV��DQG�VXEVHTXHQWO\�EHJDQ�WUDGLQJ�RQ�WKH�RYHU�WKH�FRXQWHU�PDUNHWV��$V�RI
'HFHPEHU�����������WKH�&RPSDQ\�GHWHUPLQHG�WKDW�WKH�3XEOLF�:DUUDQWV�KDG�QR�YDOXH�

7KH�3ULYDWH�3ODFHPHQW�:DUUDQWV�DUH�LGHQWLFDO�WR�WKH�3XEOLF�:DUUDQWV��H[FHSW�WKDW�WKH\�DUH�H[HUFLVDEOH�RQ�D�FDVKOHVV�EDVLV�DQG�DUH�QRQ�UHGHHPDEOH�DV
ORQJ�DV�WKH\�DUH�KHOG�E\�WKH�LQLWLDO�SXUFKDVHUV�RU�WKHLU�SHUPLWWHG�WUDQVIHUHHV��$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�FRQFOXGHG�WKDW�WKH�GLIIHUHQFH
EHWZHHQ�WKH�IDLU�YDOXHV�RI�WKH�3XEOLF�:DUUDQWV�DQG�3ULYDWH�3ODFHPHQW�:DUUDQWV�ZDV�GH�PLQLPLV��7KHUHIRUH��WKH�3ULYDWH�3ODFHPHQW�:DUUDQWV�ZHUH
PHDVXUHG�E\�UHIHUHQFH�WR�WKH�YDOXH�RI�WKH�3XEOLF�:DUUDQWV�DQG�KDG�QR�YDOXH�

$V�RI�'HFHPEHU�����������WKH�IDLU�YDOXH�RI�WKH�3ULYDWH�3ODFHPHQW�:DUUDQWV�ZDV�HVWLPDWHG�XVLQJ�D�%ODFN�6FKROHV�RSWLRQ�SULFLQJ�PRGHO��ZKLFK�ZDV
FRQVLGHUHG�D�/HYHO���IDLU�YDOXH�PHDVXUHPHQW��7KH�SULPDU\�XQREVHUYDEOH�LQSXW�XVHG�LQ�WKH�YDOXDWLRQ�RI�WKH�3ULYDWH�3ODFHPHQW�:DUUDQWV�ZDV�H[SHFWHG
VWRFN�SULFH�YRODWLOLW\��HVWLPDWHG�WKURXJK�D�0RQWH�&DUOR�VLPXODWLRQ�RI�WKH�UHGHHPDEOH�3XEOLF�:DUUDQWV�WKDW�DVVXPHG�RSWLPDO�H[HUFLVH�RI�WKH
&RPSDQ\
V�UHGHPSWLRQ�RSWLRQ�DW�WKH�HDUOLHVW�SRVVLEOH�GDWH��$�FKDQJH�LQ�WKLV�LQSXW�FRXOG�KDYH�VLJQLILFDQWO\�DIIHFWHG�WKH�YDOXDWLRQ�

&RQWLQJHQW�&RQVLGHUDWLRQ�

,Q�FRQQHFWLRQ�ZLWK�YDULRXV�EXVLQHVV�DFTXLVLWLRQV��WKH�&RPSDQ\�LV�UHTXLUHG�WR�PDNH�FRQWLQJHQW�HDUQRXW�SD\PHQWV�SD\DEOH�XSRQ�WKH�DFKLHYHPHQW�RI
FHUWDLQ�WHFKQLFDO��FRPPHUFLDO�DQG�RU�SHUIRUPDQFH�PLOHVWRQHV��7KH�&RPSDQ\�DOVR�LVVXHG�UHVWULFWHG�VWRFN�LQ�FRQQHFWLRQ�ZLWK�DFTXLVLWLRQV��ZKLFK�LV
VXEMHFW�WR�YHVWLQJ�FRQGLWLRQV�DQG�LV�FODVVLILHG�DV�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLW\�

7KH�&RPSDQ\�FDQ�VHWWOH�D�PDMRULW\�RI�LWV�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLWLHV�LQ�FDVK�RU�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN�DW�WKH�&RPSDQ\¶V�HOHFWLRQ
ZLWK�WKH�UHPDLQGHU�SD\DEOH�LQ�FDVK��'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�&RPSDQ\�VHWWOHG�������PLOOLRQ�LQ�FRQWLQJHQW�FRQVLGHUDWLRQ
OLDELOLW\�WKURXJK�SD\PHQW�RI������PLOOLRQ�LQ�FDVK�DQG�YHVWLQJ�RI�����������VKDUHV�RI�UHVWULFWHG�VWRFN�YDOXHG�DW�������PLOOLRQ��'XULQJ�WKH�\HDU�HQGHG
'HFHPEHU�����������WKH�&RPSDQ\�VHWWOHG�������PLOOLRQ�LQ�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLWLHV�WKURXJK�SD\PHQW�RI������PLOOLRQ�LQ�FDVK�DQG�YHVWLQJ�RI
��������VKDUHV�RI�UHVWULFWHG�VWRFN�YDOXHG�DW������PLOOLRQ��2I�WKDW�DPRXQW�������PLOOLRQ�ZDV�UHFRUGHG�DV�DQ�LQFUHDVH�WR�WKH�DFTXLUHG�LQWDQJLEOH�DVVHW
ZLWK�DQ�RIIVHW�WR�DGGLWLRQDO�SDLG�LQ�FDSLWDO�DV�WKH�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLW\�ZDV�GHHPHG�QRW�SUREDEOH�RI�RFFXUULQJ�

7KH�IDLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�UHODWHG�WR�HDUQRXW�SD\PHQWV�IURP�DFTXLVLWLRQV�ZDV�HVWLPDWHG�XVLQJ�XQREVHUYDEOH��/HYHO����LQSXWV�DV
LOOXVWUDWHG�LQ�WKH�WDEOH�EHORZ��7KH�IDLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�UHODWHG�WR�UHVWULFWHG�VWRFN�ZDV�HVWLPDWHG�XVLQJ�WKH�TXRWHG�SULFH�RI�*LQNJR
V
&ODVV�$�FRPPRQ�VWRFN��DQ�HVWLPDWH�RI�WKH�QXPEHU�RI�VKDUHV�H[SHFWHG�WR�YHVW��SUREDELOLW\�RI�YHVWLQJ��DQG�D�GLVFRXQW�UDWH��0DWHULDO�LQFUHDVHV�RU
GHFUHDVHV�LQ�WKHVH�LQSXWV�FRXOG�UHVXOW�LQ�D�KLJKHU�RU�ORZHU�IDLU�YDOXH�PHDVXUHPHQW��&KDQJHV�LQ�WKH�IDLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�DUH
UHFRUGHG�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVH�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�

7KH�IROORZLQJ�WDEOH�SURYLGHV�TXDQWLWDWLYH�LQIRUPDWLRQ�UHJDUGLQJ�/HYHO���LQSXWV�XVHG�LQ�WKH�IDLU�YDOXH�PHDVXUHPHQWV�RI�FRQWLQJHQW�FRQVLGHUDWLRQ
OLDELOLWLHV�DV�RI�WKH�SHULRGV�SUHVHQWHG�

)���
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&RQWLQJHQW�&RQVLGHUDWLRQ�/LDELOLW\ 9DOXDWLRQ�7HFKQLTXH 8QREVHUYDEOH�,QSXW
'HFHPEHU���������

5DQJH
'HFHPEHU���������

5DQJH
(DUQRXW�SD\PHQWV��)*HQ��'XWFK�'1$�DQG
$OWDU�DFTXLVLWLRQV��

3UREDELOLW\�ZHLJKWHG�SUHVHQW
YDOXH 3UREDELOLW\�RI�SD\PHQW �������� ����������

'LVFRXQW�UDWH ����� �����
(DUQRXW�SD\PHQWV��'XWFK�'1$�DFTXLVLWLRQ�� 'LVFRXQWHG�FDVK�IORZ 3URMHFWHG�\HDUV�RI�SD\PHQWV ��������� ���������

'LVFRXQW�UDWH ������ ������

����)RU�)*HQ�DQG�$OWDU�DFTXLVLWLRQV��VHH�1RWH����,Q�-XO\�������WKH�&RPSDQ\�DFTXLUHG�'XWFK�'1$�%LRWHFK�%�9���³'XWFK�'1$´��DQG�LV�REOLJDWHG�WR�PDNH
FRQWLQJHQW�HDUQRXW�SD\PHQWV�XS�WR�D�PD[LPXP�RI�������PLOOLRQ��SD\DEOH�XSRQ�WKH�DFKLHYHPHQW�RI�FHUWDLQ�WHFKQLFDO�DQG�FRPPHUFLDO�PLOHVWRQHV�E\�'XWFK�'1$�

1RQUHFXUULQJ�)DLU�9DOXH�0HDVXUHPHQWV�

7KH�&RPSDQ\�PHDVXUHV�WKH�IDLU�YDOXH�RI�FHUWDLQ�DVVHWV��LQFOXGLQJ�LQYHVWPHQWV�LQ�SULYDWHO\�KHOG�FRPSDQLHV�ZLWKRXW�UHDGLO\�GHWHUPLQDEOH�IDLU�YDOXHV�
RQ�D�QRQUHFXUULQJ�EDVLV�ZKHQ�HYHQWV�RU�FKDQJHV�LQ�FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�FDUU\LQJ�DPRXQW�RI�WKH�DVVHWV�PD\�QRW�EH�UHFRYHUDEOH��RU�ZKHQ
REVHUYDEOH�SULFH�FKDQJHV�RFFXU�IRU�LGHQWLFDO�RU�VLPLODU�VHFXULWLHV�IURP�WKH�VDPH�LVVXHU�

7KH�IDLU�YDOXH�RI�QRQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV�LV�FODVVLILHG�DV�/HYHO���ZLWKLQ�WKH�IDLU�YDOXH�KLHUDUFK\�ZKHQ�WKH�&RPSDQ\�HVWLPDWHV�IDLU�YDOXH
XVLQJ�XQREVHUYDEOH�LQSXWV�WR�PHDVXUH�DQ�LPSDLUPHQW�ORVV��,W�LV�FODVVLILHG�DV�/HYHO���ZKHQ�IDLU�YDOXH�LV�HVWLPDWHG�XVLQJ�WKH�REVHUYDEOH�WUDQVDFWLRQ
SULFH�SDLG�E\�WKLUG�SDUW\�LQYHVWRUV�IRU�DQ�LGHQWLFDO�RU�VLPLODU�VHFXULW\�RI�WKH�VDPH�LVVXHU�

,QYHVWPHQW�,PSDLUPHQWV

'XULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKH�&RPSDQ\�UHFRUGHG�LPSDLUPHQW�ORVVHV�RI�������PLOOLRQ��������PLOOLRQ��DQG�������PLOOLRQ�
UHVSHFWLYHO\��UHODWHG�WR�LWV�LQYHVWPHQW�LQ�*HQRPDWLFD�SUHIHUUHG�VWRFN��7KH�IDLU�YDOXH�HVWLPDWHV�XVHG�WR�GHWHUPLQH�WKH�LPSDLUPHQW�FKDUJHV�LQ������ZHUH
GHULYHG�XVLQJ�WKH�JXLGHOLQH�SXEOLF�FRPSDQ\�PHWKRG�XQGHU�WKH�PDUNHW�DSSURDFK��ZKLOH�DQ�HQWHUSULVH�YDOXH�DQDO\VLV�ZDV�SHUIRUPHG�LQ�������ZLWK�DQ
HTXDO�ZHLJKWLQJ�EHWZHHQ�GLVFRXQWHG�FDVK�IORZ�DQDO\VHV�DQG�WKH�JXLGHOLQH�SXEOLF�FRPSDQ\�PHWKRG��6LJQLILFDQW�XQREVHUYDEOH��/HYHO����LQSXWV
LQFOXGHG�HVWLPDWHG�DQQXDO�QHW�FDVK�IORZV��LQFOXGLQJ�UHYHQXH�DQG�H[SHQVH�JURZWK�UDWHV�DQG�FDSLWDOL]DWLRQ�UDWHV���WKH�ZHLJKWHG�DYHUDJH�FRVW�RI
FDSLWDO�XVHG�WR�GLVFRXQW�IXWXUH�FDVK�IORZV��DQG�WKH�VHOHFWLRQ�RI�JXLGHOLQH�SXEOLF�FRPSDQ\�PXOWLSOHV�IRU�UHYHQXH�DQG�(%,7'$��0DWHULDO�LQFUHDVHV�RU
GHFUHDVHV�LQ�WKHVH�LQSXWV�FRXOG�UHVXOW�LQ�KLJKHU�RU�ORZHU�IDLU�YDOXH�PHDVXUHPHQWV��$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�GHWHUPLQHG�WKDW�WKH
LQYHVWPHQW�KDG�VXEVWDQWLDOO\�QR�YDOXH�

'XULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������WKH�&RPSDQ\�UHFRUGHG�LPSDLUPHQW�ORVVHV�RI������PLOOLRQ�DQG������PLOOLRQ��UHVSHFWLYHO\��UHODWHG
WR�DQ�LQYHVWPHQW�LQ�WKH�SUHIHUUHG�VWRFN�RI�D�SULYDWHO\�KHOG�FRPSDQ\��7KH�IDLU�YDOXH�DV�RI�'HFHPEHU����������ZDV�GHWHUPLQHG�E\�GHULYLQJ�WKH
LQYHVWHH¶V�HTXLW\�YDOXH�IURP�D������ILQDQFLQJ�WUDQVDFWLRQ�LQYROYLQJ�LWV�RZQ�VHFXULWLHV�DQG�DSSO\LQJ�DQ�����GRZQZDUG�PDUNHW�DGMXVWPHQW�WR�WKH
LPSOLHG�HTXLW\�YDOXH��7KH�HTXLW\�YDOXH�ZDV�WKHQ�DOORFDWHG�WR�WKH�GLIIHUHQW�FODVVHV�RI�WKH�VHFXULWLHV�RI�WKH�LQYHVWHH�XVLQJ�WKH�RSWLRQ�SULFLQJ�PRGHO
�³230´���7KH�230�LQYROYHV�PDNLQJ�DVVXPSWLRQV�DURXQG�WKH�LQYHVWHHV¶�H[SHFWHG�WLPH�WR�OLTXLGLW\�DQG�YRODWLOLW\�GHULYHG�IURP�VHOHFWHG�JXLGHOLQH
SXEOLF�FRPSDQLHV��7KHVH�DVVXPSWLRQV�DUH�FRQVLGHUHG�/HYHO���LQSXWV��$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�GHWHUPLQHG�WKDW�WKH�LQYHVWPHQW�KDG
VXEVWDQWLDOO\�QR�YDOXH�

6$)(V

'XULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������WKH�&RPSDQ\�UHFHLYHG�D�WRWDO�SXUFKDVH�DPRXQW�RI�������PLOOLRQ�DQG�������PLOOLRQ��UHVSHFWLYHO\�
LQ�6$)(V�IURP�FXVWRPHUV�DV�SUHSD\PHQW�IRU�&HOO�(QJLQHHULQJ�VHUYLFHV��7KH�&RPSDQ\�XVHG�D�VFHQDULR�EDVHG�PHWKRG�WR�YDOXH�WKH�6$)(V�DV�RI�HDFK
FRQWUDFW�LQFHSWLRQ�GDWH��ZKLFK�UHVXOWHG�LQ�WRWDO�IDLU�YDOXH�RI������PLOOLRQ�DQG�������PLOOLRQ�IRU�6$)(V�UHFHLYHG�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����
�����DQG�������UHVSHFWLYHO\��8QGHU�WKH�VFHQDULR�EDVHG�PHWKRG��IXWXUH�FDVK�IORZV�ZHUH�HYDOXDWHG�XQGHU�TXDOLILHG�ILQDQFLQJ�DQG�GLVVROXWLRQ
VFHQDULRV�ZLWK�SDUWLDO�UHFRYHU\�DQG�QR�UHFRYHU\�LQ�GLVVROXWLRQ��7KH�FDVK�IORZV�XQGHU�HDFK�VFHQDULR�ZHUH�SUREDELOLW\�ZHLJKWHG�DQG�GLVFRXQWHG�WR
SUHVHQW�YDOXH��7KH�VLJQLILFDQW�XQREVHUYDEOH��/HYHO����LQSXWV�XVHG�LQ�WKH�IDLU�YDOXH�PHDVXUHPHQW�DW�FRQWUDFW�LQFHSWLRQ�GXULQJ������ZHUH�VFHQDULR
SUREDELOLWLHV�LQ�WKH�UDQJH�RI�����WR������D�GLVFRXQW�UDWH�RI�����DQG�HVWLPDWHG�WLPH�WR�HYHQW�GDWH�RI�RQH�WR�WZR�\HDUV��7KH�VLJQLILFDQW�XQREVHUYDEOH
�/HYHO����LQSXWV�XVHG�LQ�WKH�IDLU�YDOXH�PHDVXUHPHQW�DW�FRQWUDFW�LQFHSWLRQ�GXULQJ������ZHUH�VFHQDULR�SUREDELOLWLHV�LQ�WKH�UDQJH�RI�����DQG������D
GLVFRXQW�UDWH�RI�����DQG�HVWLPDWHG�WLPH�WR�HYHQW�GDWH�RI�RQH�WR�WZR�\HDUV�

���

���

)���



7DEOH�RI�&RQWHQWV
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'XULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������WKH�&RPSDQ\�UHFRUGHG�LPSDLUPHQW�ORVVHV�RI������PLOOLRQ�DQG������PLOOLRQ��UHVSHFWLYHO\��UHODWHG
WR�6$)(V��7KH�IDLU�YDOXHV�ZHUH�JHQHUDOO\�HVWLPDWHG�XVLQJ�WKH�VFHQDULR�EDVHG�PHWKRG��ZKHUH�YDULRXV�SD\RXW�VFHQDULRV�ZHUH�SUREDELOLW\�ZHLJKWHG
DQG�GLVFRXQWHG�WR�SUHVHQW�YDOXH�

$GGLWLRQDOO\��GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������WKH�&RPSDQ\�UHFRUGHG�LPSDLUPHQWV�RI�ODE�HTXLSPHQW��FRQVWUXFWLRQ�LQ�SURJUHVV
DVVHWV��DQG�DVVHWV�UHODWHG�WR�DQ�RSHUDWLQJ�OHDVH��5HIHU�WR�1RWH����IRU�DGGLWLRQDO�GHWDLO�

���,QYHVWPHQWV�DQG�(TXLW\�0HWKRG�,QYHVWPHQWV

7KH�&RPSDQ\�KDV�SDUWQHUHG�ZLWK�RWKHU�LQYHVWRUV�WR�IRUP�EXVLQHVV�YHQWXUHV��LQFOXGLQJ�0RWLI�)RRG:RUNV��,QF���³0RWLI´���$OORQQLD��//&
�³$OORQQLD´���$UFDHD��//&��³$UFDHD´���9HUE�%LRWLFV��//&��³9HUE�%LRWLFV´���%LRP(GLW��//&��³%LRP(GLW´��DQG�$\DQD�%LR��//&��³$\DQD�%LR´�
�FROOHFWLYHO\�³3ODWIRUP�9HQWXUHV´���7KH�&RPSDQ\�KDV�DOVR�SDUWQHUHG�ZLWK�H[LVWLQJ�HQWLWLHV��LQFOXGLQJ�*HQRPDWLFD��,QF���³*HQRPDWLFD´��DQG�6\QORJLF�
,QF���³6\QORJLF´���FROOHFWLYHO\��³/HJDF\�6WUXFWXUHG�3DUWQHUVKLSV´��ZLWK�FRPSOHPHQWDU\�DVVHWV�IRU�V\QWKHWLF�ELRORJ\�DSSOLFDWLRQV��7KH�&RPSDQ\
KROGV�HTXLW\�LQWHUHVWV�LQ�WKHVH�3ODWIRUP�9HQWXUHV�DQG�/HJDF\�6WUXFWXUHG�3DUWQHUVKLSV��7KH�&RPSDQ\�DOVR�KROGV�HTXLW\�LQWHUHVWV�LQ�RWKHU�SXEOLF�DQG
SULYDWH�FRPSDQLHV�DV�D�UHVXOW�RI�HQWHULQJ�LQWR�FROODERUDWLRQ�DQG�OLFHQVH�UHYHQXH�DUUDQJHPHQWV�ZLWK�WKHVH�HQWLWLHV�

7KH�&RPSDQ\�DFFRXQWV�IRU�LWV�LQYHVWPHQWV�LQ�3ODWIRUP�9HQWXUHV�XQGHU�WKH�HTXLW\�PHWKRG��7KH�&RPSDQ\
V�PDUNHWDEOH�HTXLW\�VHFXULWLHV�FRQVLVW�RI
6\QORJLF�FRPPRQ�VWRFN��6\QORJLF�ZDUUDQWV�DQG�WKH�VKDUHV�RI�FRPPRQ�VWRFN�RI�RWKHU�SXEOLFO\�WUDGHG�FRPSDQLHV��0DUNHWDEOH�HTXLW\�VHFXULWLHV�DUH
PHDVXUHG�DW�IDLU�YDOXH�ZLWK�FKDQJHV�LQ�IDLU�YDOXH�UHFRUGHG�LQ�RWKHU�LQFRPH��H[SHQVH��LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG
FRPSUHKHQVLYH�ORVV��7KH�&RPSDQ\¶V�QRQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV�FRQVLVW�RI�SUHIHUUHG�VWRFN�RI�*HQRPDWLFD�DQG�SUHIHUUHG�DQG�FRPPRQ�VWRFN�RI
RWKHU�SULYDWHO\�KHOG�FRPSDQLHV�ZLWKRXW�UHDGLO\�GHWHUPLQDEOH�IDLU�YDOXHV��1RQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV�DUH�LQLWLDOO\�UHFRUGHG�XVLQJ�WKH
PHDVXUHPHQW�DOWHUQDWLYH�DW�FRVW�DQG�VXEVHTXHQWO\�DGMXVWHG�IRU�DQ\�LPSDLUPHQW�DQG�REVHUYDEOH�SULFH�FKDQJHV�LQ�RUGHUO\�WUDQVDFWLRQV�IRU�WKH
LGHQWLFDO�RU�D�VLPLODU�VHFXULW\�RI�WKH�VDPH�LVVXHU��,PSDLUPHQW�ORVVHV�DQG�DGMXVWPHQWV�IURP�REVHUYDEOH�SULFH�FKDQJHV�DUH�UHFRUGHG�LQ�ORVV�RQ
LQYHVWPHQWV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�

7KH�&RPSDQ\�DOVR�KROGV�LQYHVWPHQWV�LQ�HDUO\�VWDJH�V\QWKHWLF�ELRORJ\�SURGXFW�FRPSDQLHV�YLD�6$)(V��7KH�&RPSDQ\�HQWHUHG�LQWR�6$)(�DJUHHPHQWV
LQ�FRQMXQFWLRQ�ZLWK�D�UHYHQXH�FRQWUDFW�ZLWK�D�FXVWRPHU�XQGHU�ZKLFK�WKH�&RPSDQ\�JUDQWV�WKH�FXVWRPHU�D�SUHSDLG�&HOO�(QJLQHHULQJ�VHUYLFHV�FUHGLW
HTXDO�WR�WKH�SULQFLSDO�DPRXQW�RI�WKH�6$)(��WKH�³3XUFKDVH�$PRXQW´���ZKLFK�PD\�EH�XVHG�DQG�GUDZQ�GRZQ�DV�SD\PHQW�IRU�WKH�&RPSDQ\¶V�UHVHDUFK
DQG�GHYHORSPHQW�VHUYLFHV��7KH�6$)(V�ZLOO�DXWRPDWLFDOO\�FRQYHUW�LQWR�VKDUHV�RI�SUHIHUUHG�VWRFN�HTXDO�WR�WKH�3XUFKDVH�$PRXQW�GLYLGHG�E\�WKH
GLVFRXQW�SULFH��ZKLFK�LV�FDOFXODWHG�DV�WKH�SULFH�SHU�VKDUH�VROG�LQ�D�TXDOLILHG�HTXLW\�ILQDQFLQJ�PXOWLSOLHG�E\�D�GLVFRXQW�UDWH��7KH�6$)(V�DOVR�SURYLGH
WKH�&RPSDQ\�ZLWK�WKH�ULJKW�WR�IXWXUH�HTXLW\�RI�WKH�HQWLW\�LQ�D�OLTXLGDWLRQ�VFHQDULR�RU�WKH�FDVK�RXW�DPRXQW�LQ�OLTXLGDWLRQ�DQG�GLVVROXWLRQ�VFHQDULRV�RU
DW�WKH�HOHFWLRQ�RI�WKH�6$)(�LVVXHU�SULRU�WR�DQ�DJUHHG�RXWVLGH�GDWH��7KH�&RPSDQ\�LQLWLDOO\�UHFRUGV�6$)(V�DW�IDLU�YDOXH��VHH�1RWH����DQG�DGMXVWV�WKH
FDUU\LQJ�DPRXQW�RI�WKH�LQVWUXPHQW�DW�HDFK�UHSRUWLQJ�SHULRG�IRU�DQ\�LPSDLUPHQWV�

,QYHVWPHQWV�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

$V�RI�'HFHPEHU����
���� ����

,QYHVWPHQWV�
6$)(V � ������� � �������
1RQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV ������� �������
0DUNHWDEOH�HTXLW\�VHFXULWLHV ������� �������
*HQRPDWLFD�SUHIHUUHG�VWRFN �� �������
6\QORJLF�ZDUUDQWV ���� ����
7RWDO � ������� � �������

�
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*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

/RVV�RQ�LQYHVWPHQWV�DQG�HTXLW\�PHWKRG�LQYHVWPHQWV�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

/RVV�RQ�LQYHVWPHQWV�
*HQRPDWLFD�SUHIHUUHG�VWRFN � �������� � �������� � ��������
1RQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV ������� ������� �����
0DUNHWDEOH�HTXLW\�VHFXULWLHV ������� ������� ��������
6$)(V ������� ������� ��
6\QORJLF�ZDUUDQWV ����� ������� �������
7RWDO � �������� � �������� � ��������
/RVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQWV�
%LRP(GLW � �� � ������� � �������
-R\Q�%LR� �� �� �������
9HUE�%LRWLFV �� �� ��������
$\DQD�%LR �� �� ��������
2WKHU �� ������� �����
7RWDO � �� � ������� � ��������

�

��� 7KH�ORVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQW�LQ�-R\Q�%LR�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������LV�FRPSULVHG�RI�D�������PLOOLRQ�ORVV�RIIVHW�E\�D�������PLOOLRQ�JDLQ�RQ
WKH�UHPHDVXUHPHQW�RI�WKH�UHWDLQHG�HTXLW\�LQWHUHVW�LQ�-R\Q�%LR�DW�IDLU�YDOXH�DV�RI�WKH�DFTXLVLWLRQ�GDWH��VHH�1RWH�����7KH�ORVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQW�LQ
H[FHVV�RYHU�WKH�FDUU\LQJ�YDOXH�RI�]HUR�RI�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�LQ�-R\Q�%LR�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����������ZDV�UHFRUGHG�DV�D�UHGXFWLRQ�LQ�WKH
FRQYHUWLEOH�SURPLVVRU\�QRWHV�UHFHLYDEOH�IURP�-R\Q�%LR��VHH�1RWH�����

7KH�FRPSRQHQWV�RI�ORVV�RQ�LQYHVWPHQWV�IRU�HDFK�SHULRG�ZHUH�DV�IROORZV��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

,PSDLUPHQW�FKDUJHV � �������� � �������� � ��������
5HDOL]HG�DQG�XQUHDOL]HG�ORVVHV�UHFRJQL]HG�RQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV ������� ������� ��������
'RZQZDUG�DGMXVWPHQWV�IURP�REVHUYDEOH�SULFH�FKDQJHV �� ������� ��
7RWDO�ORVV�RQ�LQYHVWPHQWV � �������� � �������� � ��������

7RWDO�UHDOL]HG�DQG�XQUHDOL]HG�ORVVHV�DVVRFLDWHG�ZLWK�HTXLW\�LQYHVWPHQWV�DFFRXQWHG�IRU�DW�IDLU�YDOXH�RU�WKH�IDLU�YDOXH�PHDVXUHPHQW�DOWHUQDWLYH
FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

5HDOL]HG�ORVV�UHFRJQL]HG�RQ�HTXLW\�LQYHVWPHQWV�VROG� � ������� � �� � ��
1HW�XQUHDOL]HG�ORVVHV�UHFRJQL]HG�RQ�HTXLW\�LQYHVWPHQWV�KHOG�DV�RI�WKH�HQG�RI
WKH�SHULRG �������� �������� ��������
7RWDO�ORVV�RQ�LQYHVWPHQWV � �������� � �������� � ��������

����5HIOHFWV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�VDOH�SURFHHGV�DQG�WKH�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�LQYHVWPHQWV�DW�WKH�EHJLQQLQJ�RI�WKH�SHULRG�RU�WKH�DFTXLVLWLRQ�GDWH��LI�ODWHU�

7KH�FDUU\LQJ�YDOXH�RI�QRQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV�DFFRXQWHG�IRU�XVLQJ�WKH�IDLU�YDOXH�PHDVXUHPHQW�DOWHUQDWLYH�DQG�VWLOO�KHOG�DV�RI�'HFHPEHU����
������LQFOXGLQJ�FXPXODWLYH�XQUHDOL]HG�ORVVHV��ZHUH�DV�IROORZV��LQ�WKRXVDQGV��

���

���
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$V�RI�'HFHPEHU���������
7RWDO�LQLWLDO�FRVW � ��������
,PSDLUPHQW�FKDUJHV ��������
'RZQZDUG�DGMXVWPHQWV�IURP�REVHUYDEOH�SULFH�FKDQJHV �������
&DUU\LQJ�YDOXH � �������

���9DULDEOH�,QWHUHVW�(QWLWLHV

�����'HFRQVROLGDWLRQV��$\DQD�%LR�DQG�9HUE�%LRWLFV��

7KH�&RPSDQ\�KROGV�DQ�LQWHUHVW�LQ�����������FRPPRQ�XQLWV��UHSUHVHQWLQJ������RI�FRPPRQ�XQLWV�DW�LQFHSWLRQ��LQ�HDFK�RI�$\DQD�%LR�DQG�9HUE�%LRWLFV�
WZR�3ODWIRUP�9HQWXUHV�IRUPHG�LQ�6HSWHPEHU������E\�WKH�&RPSDQ\�DQG�FHUWDLQ�RI�LWV�LQYHVWRUV��7KH�&RPSDQ\�KDV�DJUHHG�WR�SURYLGH�$\DQD�%LR�DQG
9HUE�%LRWLFV�ZLWK�FHUWDLQ�OLFHQVHV�WR�LQWHOOHFWXDO�SURSHUW\�IRU�XVH�LQ�WKH�GHYHORSPHQW�RU�SURGXFWLRQ�RI�SURGXFWV�WKDW�WKH�SDUWLHV�DJUHH�WR�UHVHDUFK�DQG
GHYHORS�XQGHU�WHFKQLFDO�GHYHORSPHQW�SODQV��³7'3V´���$GGLWLRQDOO\��LQ�6HSWHPEHU�������$\DQD�%LR�DQG�9HUE�%LRWLFV�HQWHUHG�LQWR�D�6HULHV�$�3UHIHUUHG
8QLW�3XUFKDVH�$JUHHPHQW�XQGHU�ZKLFK�HDFK�HQWLW\�VROG�����������6HULHV�$�SUHIHUUHG�XQLWV�WR�FHUWDLQ�RI�WKH�&RPSDQ\¶V�LQYHVWRUV�IRU�DJJUHJDWH
SURFHHGV�RI�DSSUR[LPDWHO\�������PLOOLRQ�HDFK��'XULQJ�������WKH�&RPSDQ\�FRQFOXGHG�WKDW�LW�KHOG�D�YDULDEOH�LQWHUHVW�LQ�DQG�ZDV�WKH�SULPDU\�EHQHILFLDU\
RI�$\DQD�%LR�DQG�9HUE�%LRWLFV�DV�LW�FRQWUROOHG�WKH�PRVW�VLJQLILFDQW�DFWLYLWLHV�RI�WKHVH�HQWLWLHV��7KHVH�FRQFOXVLRQV�ZHUH�UHDFKHG�EHFDXVH��DV�RI�WKH
SULPDU\�EHQHILFLDU\�DVVHVVPHQW�GDWHV�LQ�������IRU�ERWK�9HUE�%LRWLFV�DQG�$\DQD�%LR���L��WKH�&RPSDQ\�KDG�VXEVWDQWLYH�FRQWURO�RI�WKH�ERDUG�RI
GLUHFWRUV���LL��DOO�FDSLWDO�FRQWULEXWLRQV�ZHUH�PDGH�E\�UHODWHG�SDUWLHV�RI�*LQNJR��DQG��LLL��*LQNJR�RU�LWV�UHODWHG�SDUWLHV�FRPSULVHG�WKH�HQWLUHW\�RI�WKH�MRLQW
VWHHULQJ�FRPPLWWHH��³-6&´���WKH�JRYHUQLQJ�ERG\�ZKLFK�KROGV�VLJQLILFDQW�RYHUVLJKW�ZLWK�UHVSHFW�WR�WKH�HQWLWLHV
�UHVHDUFK�DQG�GHYHORSPHQW�SURJUDPV�

'XULQJ�������9HUE�%LRWLFV�DQG�$\DQD�%LR�HDFK�KLUHG�D�QHZ�FKLHI�H[HFXWLYH�RIILFHU�ZKR�ZDV�QRW�DQ�DIILOLDWH��UHODWHG�SDUW\�RU�DJHQW�RI�*LQNJR��7KH
FKLHI�H[HFXWLYH�RIILFHU�ZDV�DOVR�DSSRLQWHG�WR�HDFK�HQWLW\
V�-6&�DQG�ERDUG�RI�GLUHFWRUV��$V�D�UHVXOW��WKH�&RPSDQ\�FRQFOXGHG�LW�QR�ORQJHU�KDG
VXEVWDQWLYH�FRQWURO�RI�HDFK�HQWLW\
V�-6&�DQG�ERDUG�RI�GLUHFWRUV��$FFRUGLQJO\��WKH�&RPSDQ\�FRQFOXGHG�WKDW�LW�ZDV�QR�ORQJHU�WKH�SULPDU\�EHQHILFLDU\
RI�9HUE�%LRWLFV�DQG�$\DQD�%LR�DV�LW�QR�ORQJHU�FRQWUROOHG�WKH�PRVW�VLJQLILFDQW�DFWLYLWLHV�RI�WKH�HQWLWLHV��$V�D�UHVXOW�RI�WKLV�FKDQJH�LQ�WKH�SULPDU\
EHQHILFLDU\�GHWHUPLQDWLRQ��WKH�&RPSDQ\�GHFRQVROLGDWHG�9HUE�%LRWLFV�DQG�$\DQD�%LR�DQG�UHFRUGHG�D�JDLQ�RQ�GHFRQVROLGDWLRQ�RI�������PLOOLRQ�IRU�WKH
\HDU�HQGHG�'HFHPEHU����������LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV��7KH�JDLQ�RQ�GHFRQVROLGDWLRQ�ZDV�HTXDO�WR�WKH
IDLU�YDOXH�RI�WKH�UHWDLQHG�LQWHUHVW�LQ�HDFK�HQWLW\�DV�RI�WKH�GHFRQVROLGDWLRQ�GDWH�DQG�ZDV�FDOFXODWHG�XVLQJ�WKH�RSWLRQ�SULFLQJ�PHWKRG��7KH�RSWLRQ
SULFLQJ�PHWKRG�XVHG�D�EDFN�VROYH�PHWKRGRORJ\�WR�LQIHU�WKH�WRWDO�HTXLW\�YDOXH�EDVHG�RQ�WKH�SULFLQJ�RI�WKH�6HULHV�$�SUHIHUUHG�XQLW�ILQDQFLQJ��ZKLFK�LV
WKH�PRVW�UHFHQW�ILQDQFLQJ�WUDQVDFWLRQ�WR�WKH�GHFRQVROLGDWLRQ�HYHQW�

7KH�-6&��ZLWK�HTXDO�UHSUHVHQWDWLRQ�IURP�HDFK�RI�9HUE�%LRWLFV�RU�$\DQD�%LR�DQG�*LQNJR��JRYHUQV�WKH�7'3V�XQGHU�ZKLFK�WKH�&RPSDQ\�ZLOO�SHUIRUP
DJUHHG�XSRQ�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�LQ�UHWXUQ�IRU�FRQVLGHUDWLRQ�RQ�D�FRVW�SOXV�EDVLV�IRU�DOO�VHUYLFHV�SURYLGHG��*LQNJR�KDV�DJUHHG�WR
SURYLGH�9HUE�%LRWLFV�DQG�$\DQD�%LR�ZLWK�OLFHQVHV�WR�FHUWDLQ�RI�LWV�LQWHOOHFWXDO�SURSHUW\�IRU�XVH�LQ�WKH�GHYHORSPHQW��SURGXFWLRQ�DQG�FRPPHUFLDOL]DWLRQ
RI�HDFK�HQWLW\
V�SURGXFWV�XQGHU�WKH�7'3V��7KH�&RPSDQ\
V�FRPPRQ�XQLW�LQYHVWPHQW�LQ�9HUE�%LRWLFV�DQG�$\DQD�%LR�LV�DFFRXQWHG�IRU�DV�DQ�HTXLW\
PHWKRG�LQYHVWPHQW��DQG�DFFRUGLQJO\��9HUE�%LRWLFV�DQG�$\DQD�%LR�DUH�UHODWHG�SDUWLHV�RI�*LQNJR��7KH�LQLWLDO�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG
LQYHVWPHQW�ZDV�HTXDO�WR�WKH�IDLU�YDOXH�RI�WKH�UHWDLQHG�LQWHUHVW�RI�������PLOOLRQ�IRU�9HUE�%LRWLFV�DQG�������PLOOLRQ�IRU�$\DQD�%LR�DV�RI�WKH�DSSOLFDEOH
GHFRQVROLGDWLRQ�GDWH��7KH�6HULHV�$�SUHIHUUHG�XQLWV�LVVXHG�E\�9HUE�%LRWLFV�DQG�$\DQD�%LR�UHFHLYH�D�OLTXLGDWLRQ�SUHIHUHQFH�SULRU�WR�FRPPRQ�XQLWV��$V
VXFK��WKH�&RPSDQ\�FRQFOXGHG�WKDW�WKLV�UHSUHVHQWV�D�VXEVWDQWLYH�SURILW�VKDULQJ�DUUDQJHPHQW�DQG�WKH�&RPSDQ\�LV�UHFRJQL]LQJ�HDUQLQJV�DQG�ORVVHV
RQ�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�XVLQJ�WKH�+/%9�PHWKRG��7KH�&RPSDQ\�UHFRUGHG�D�ORVV�RQ�LWV�HTXLW\�PHWKRG�LQYHVWPHQW�LQ�9HUE�%LRWLFV�DQG
$\DQD�%LR�RI�������PLOOLRQ�LQ�WKH�\HDU�HQGHG�'HFHPEHU�����������GXH�WR�D�EDVLV�GLIIHUHQFH�DVVRFLDWHG�ZLWK�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW
LGHQWLILHG�DV�SDUW�RI�WKH�LQLWLDO�DFFRXQWLQJ�IRU�WKH�HTXLW\�PHWKRG�LQYHVWPHQW��7KLV�ORVV�UHGXFHG�WKH�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG�LQYHVWPHQW
LQ�HDFK�RI�9HUE�%LRWLFV�DQG�$\DQD�%LR�WR�]HUR��7KHUH�LV�QR�FRPPLWPHQW�IRU�WKH�&RPSDQ\�WR�SURYLGH�IXUWKHU�ILQDQFLDO�VXSSRUW�WR�9HUE�%LRWLFV�DQG
$\DQD�%LR��DQG�WKHUHIRUH�WKH�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�ZLOO�QRW�EH�UHGXFHG�EHORZ�]HUR�

)���
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$GGLWLRQDO�9DULDEOH�,QWHUHVW�(QWLWLHV

:LWK�UHVSHFW�WR�WKH�&RPSDQ\¶V�LQYHVWPHQWV�LQ�0RWLI��$OORQQLD��*HQRPDWLFD��$UFDHD��DQG�%LRP(GLW��WKH�&RPSDQ\�KDV�FRQFOXGHG�WKHVH�HQWLWLHV
UHSUHVHQW�9,(V��:KLOH�WKH�&RPSDQ\�KDV�ERDUG�UHSUHVHQWDWLRQ�RQ�FHUWDLQ�RI�WKHVH�HQWLWLHV�DQG�LV�LQYROYHG�LQ�WKH�RQJRLQJ�GHYHORSPHQW�DFWLYLWLHV�RI
WKHVH�HQWLWLHV�YLD�LWV�SDUWLFLSDWLRQ�RQ�VXFK�HQWLWLHV
�-6&��WKH�&RPSDQ\�KDV�FRQFOXGHG�WKDW�LW�LV�QRW�WKH�SULPDU\�EHQHILFLDU\�RI�WKHVH�HQWLWLHV�EHFDXVH�
�L��WKH�&RPSDQ\�GRHV�QRW�FRQWURO�WKH�ERDUG�RI�GLUHFWRUV�RI�DQ\�RI�WKH�9,(V��DQG�QR�YRWLQJ�RU�FRQVHQW�DJUHHPHQWV�H[LVW�EHWZHHQ�WKH�&RPSDQ\�DQG
RWKHU�PHPEHUV�RI�HDFK�UHVSHFWLYH�ERDUG�RI�GLUHFWRUV�RU�RWKHU�LQYHVWRUV���LL��WKH�KROGHUV�RI�SUHIHUUHG�VHFXULW\�LQWHUHVWV�LQ�WKH�9,(V�KROG�FHUWDLQ�ULJKWV
WKDW�UHTXLUH�WKHLU�FRQVHQW�SULRU�WR�WDNLQJ�FHUWDLQ�DFWLRQV��ZKLFK�LQFOXGH�FHUWDLQ�VLJQLILFDQW�RSHUDWLQJ�DQG�ILQDQFLQJ�GHFLVLRQV��DQG��LLL��WKH�&RPSDQ\¶V
UHSUHVHQWDWLRQ�RQ�WKH�-6&�RI�HDFK�UHVSHFWLYH�HQWLW\�GRHV�QRW�JLYH�LW�FRQWURO�RYHU�WKH�GHYHORSPHQW�DFWLYLWLHV�RI�DQ\�RI�WKH�9,(V��DV�DOO�-6&�GHFLVLRQV
DUH�PDGH�E\�FRQVHQVXV�DQG�WKHUH�DUH�QR�DJUHHPHQWV�LQ�SODFH�WKDW�ZRXOG�UHTXLUH�DQ\�RI�WKH�HQWLWLHV�WR�YRWH�LQ�DOLJQPHQW�ZLWK�WKH�&RPSDQ\��$V�WKH
&RPSDQ\¶V�LQYROYHPHQW�LQ�WKH�9,(V�GRHV�QRW�JLYH�LW�WKH�SRZHU�WR�FRQWURO�WKH�GHFLVLRQV�ZLWK�UHVSHFW�WR�WKHLU�GHYHORSPHQW�RU�RWKHU�DFWLYLWLHV��ZKLFK
DUH�WKHLU�PRVW�VLJQLILFDQW�DFWLYLWLHV��WKH�&RPSDQ\�KDV�FRQFOXGHG�WKDW�LW�LV�QRW�WKH�SULPDU\�EHQHILFLDU\�RI�WKH�9,(V�

:LWK�UHVSHFW�WR�&RRNVRQLD¶V�LQYHVWPHQW�LQ�-R\Q�%LR�SULRU�WR�WKH�MRLQW�YHQWXUH¶V�WHUPLQDWLRQ�RQ�2FWREHU�����������VHH�1RWH�����DV�&RRNVRQLD�GLG�QRW
FRQWURO�-R\Q�%LR¶V�ERDUG�RI�GLUHFWRUV��LW�GLG�QRW�KDYH�WKH�SRZHU�WR�FRQWURO�WKH�GHFLVLRQV�UHODWHG�WR�WKH�GHYHORSPHQW�DFWLYLWLHV�RI�-R\Q�%LR��ZKLFK
ZHUH�LWV�PRVW�VLJQLILFDQW�DFWLYLWLHV��$FFRUGLQJO\��WKH�&RPSDQ\�FRQFOXGHG�WKDW�&RRNVRQLD�ZDV�QRW�WKH�SULPDU\�EHQHILFLDU\�RI�-R\Q�%LR��7KH
&RPSDQ\�SURYLGHG�������PLOOLRQ�LQ�ILQDQFLDO�VXSSRUW�WR�-R\Q�%LR�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����������LQ�WKH�IRUP�RI�FRQYHUWLEOH�SURPLVVRU\
QRWHV��VHH�1RWH������ZKLFK�ZHUH�GHHPHG�QHFHVVDU\�WR�IXQG�-R\Q�%LR¶V�RSHUDWLRQV�SUH�GLVVROXWLRQ��-R\Q�%LR�ZDV�IXOO\�GLVVROYHG�LQ������

$GGLWLRQDOO\��WKH�&RPSDQ\�KROGV�HTXLW\�LQWHUHVWV�LQ�FHUWDLQ�RWKHU�SULYDWHO\�KHOG�FRPSDQLHV�WKDW�DUH�QRW�FRQVROLGDWHG�DV�WKH�&RPSDQ\�LV�QRW�WKH
SULPDU\�EHQHILFLDU\��$V�RI�'HFHPEHU����������DQG�������WKH�PD[LPXP�ULVN�RI�ORVV�UHODWHG�WR�WKH�&RPSDQ\¶V�XQFRQVROLGDWHG�9,(V�ZDV�OLPLWHG�WR�WKH
FDUU\LQJ�YDOXH�RI�LWV�LQYHVWPHQWV�LQ�VXFK�HQWLWLHV�

5HIHU�WR�1RWHV���DQG����IRU�DGGLWLRQDO�GHWDLOV�RQ�WKH�&RPSDQ\¶V�LQYHVWPHQWV�DQG�HTXLW\�PHWKRG�LQYHVWPHQWV��

���*RRGZLOO�DQG�,QWDQJLEOH�$VVHWV��QHW

'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������GXH�WR�D�VXVWDLQHG�GHFUHDVH�LQ�WKH�PDUNHW�SULFH�RI�WKH�&RPSDQ\
V�&ODVV�$�FRPPRQ�VWRFN�DQG�PDUNHW
FDSLWDOL]DWLRQ��WKH�&RPSDQ\�LGHQWLILHG�WKDW�DQ�LQGLFDWRU�RI�LPSDLUPHQW�ZDV�SUHVHQW�GXULQJ�WKH�VHFRQG�TXDUWHU�RI�������$V�VXFK��WKH�&RPSDQ\
FRPSOHWHG�D�TXDQWLWDWLYH�LPSDLUPHQW�WHVW�UHODWHG�WR�LWV�&HOO�(QJLQHHULQJ�UHSRUWLQJ�XQLW��7R�FRQGXFW�WKH�LPSDLUPHQW�WHVW�RI�JRRGZLOO��WKH�HVWLPDWHG�IDLU
YDOXH�RI�WKH�UHSRUWLQJ�XQLW�ZDV�FRPSDUHG�WR�LWV�FDUU\LQJ�YDOXH��7KH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�ZDV�GHWHUPLQHG�XVLQJ�D�ZHLJKWHG
DSSURDFK�WKDW�FRQVLGHUHG�D�GLVFRXQWHG�FDVK�IORZ��³'&)´��PRGHO�XQGHU�WKH�LQFRPH�DSSURDFK�DQG�WKH�JXLGHOLQH�SXEOLF�FRPSDQ\��³*3&´��PHWKRG
XQGHU�WKH�PDUNHW�DSSURDFK��6LJQLILFDQW�LQSXWV�XVHG�LQ�WKH�'&)�PRGHO�LQFOXGHG�WKH�SURMHFWHG�IXWXUH�RSHUDWLQJ�UHVXOWV�RI�WKH�UHSRUWLQJ�XQLW�DQG�WKH
DSSOLFDEOH�GLVFRXQW�UDWH��ZKLOH�LQSXWV�XVHG�LQ�WKH�*3&�PHWKRG�FRQVLVWHG�RI�D�UHYHQXH�PXOWLSOH��7KH�SURMHFWHG�IXWXUH�RSHUDWLQJ�UHVXOWV�ZHUH�EDVHG
RQ�KLVWRULFDO�H[SHULHQFH�DQG�LQWHUQDO�DQQXDO�RSHUDWLQJ�SODQV�UHYLHZHG�E\�PDQDJHPHQW��H[WUDSRODWHG�RYHU�WKH�IRUHFDVW�SHULRG��7KH�GLVFRXQW�UDWH�ZDV
GHWHUPLQHG�XVLQJ�D�ZHLJKWHG�DYHUDJH�FRVW�RI�FDSLWDO�DGMXVWHG�IRU�ULVN�IDFWRUV�VSHFLILF�WR�WKH�UHSRUWLQJ�XQLW��7KH�UHYHQXH�PXOWLSOH�ZDV�EDVHG�RQ�WKH
*3&�PHWKRG�XVLQJ�FRPSDUDEOH�SXEOLFO\�WUDGHG�FRPSDQ\�PXOWLSOHV�RI�UHYHQXH�IRU�D�JURXS�RI�EHQFKPDUN�FRPSDQLHV��7KH�'&)�PHWKRG�ZDV�ZHLJKWHG
����DQG�WKH�*3&������7KH�IDLU�YDOXH�PHDVXUHPHQW�RI�WKH�UHSRUWLQJ�XQLW�LV�FODVVLILHG�DV�/HYHO���LQ�WKH�IDLU�YDOXH�KLHUDUFK\�EHFDXVH�LW�LQYROYHV
VLJQLILFDQW�XQREVHUYDEOH�LQSXWV��7KH�&RPSDQ\�UHFRQFLOHG�WKH�UHVXOWLQJ�IDLU�YDOXH�RI�LWV�UHSRUWLQJ�XQLW�WR�WKH�PDUNHW�FDSLWDOL]DWLRQ�RI�WKH�&RPSDQ\�WR
FRUURERUDWH�WKH�IDLU�YDOXH�HVWLPDWH�XVHG�LQ�WKH�LPSDLUPHQW�WHVW�

7KH�UHVXOW�RI�WKH�LQWHULP�LPSDLUPHQW�WHVW�LQGLFDWHG�WKDW�WKH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�ZDV�OHVV�WKDQ�LWV�FDUU\LQJ�YDOXH��$V�D�UHVXOW��WKH
&RPSDQ\�IXOO\�LPSDLUHG�JRRGZLOO�DQG�UHFRUGHG�DQ�LPSDLUPHQW�ORVV�RI�������PLOOLRQ�LQ�WKH�VHFRQG�TXDUWHU�RI������DQG�IRU�WKH�\HDU�HQGHG�'HFHPEHU
���������
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&KDQJHV�LQ�WKH�FDUU\LQJ�DPRXQW�RI�JRRGZLOO�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

$V�RI�'HFHPEHU����
���� ����

%HJLQQLQJ�EDODQFH � ������� � �������
*RRGZLOO�LPSDLUPHQW��DFFXPXODWHG�LPSDLUPHQW�ORVV� �������� ��
'HFRQVROLGDWLRQ�RI�=\PHUJHQ �� ��������
0HDVXUHPHQW�SHULRG�DGMXVWPHQWV� �� �������
,PSDFW�RI�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ ������� ������
(QGLQJ�EDODQFH � �� � �������

��� 3ULPDULO\�UHODWHG�WR�WKH�=\PHUJHQ�DFTXLVLWLRQ��6HH�1RWH���IRU�D�GHVFULSWLRQ��

,QWDQJLEOH�DVVHWV��QHW�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

*URVV
&DUU\LQJ
9DOXH�

$FFXPXODWHG
$PRUWL]DWLRQ�

1HW
&DUU\LQJ
9DOXH

:HLJKWHG
$YHUDJH

$PRUWL]DWLRQ
3HULRG

�LQ�<HDUV�
'HFHPEHU����������
'HYHORSHG�WHFKQRORJ\ � �������� � �������� � ������� ���
'HFHPEHU����������
'HYHORSHG�WHFKQRORJ\ � �������� � �������� � ������� ���
&XVWRPHU�UHODWLRQVKLSV ���� ����� ���� ���
$VVHPEOHG�ZRUNIRUFH ���� ����� �� ���
7RWDO � �������� � �������� � �������

��� *URVV�FDUU\LQJ�YDOXH�DQG�DFFXPXODWHG�DPRUWL]DWLRQ�LQFOXGH�WKH�LPSDFW�RI�FXPXODWLYH�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV��

'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�LQFUHDVH�LQ�JURVV�LQWDQJLEOH�DVVHWV�ZDV�SULPDULO\�DWWULEXWDEOH�WR�WKH�DFTXLVLWLRQ�RI�������PLOOLRQ�LQ
GHYHORSHG�WHFKQRORJ\�IURP�$J%LRPH��SDUWLDOO\�RIIVHW�E\�D������PLOOLRQ�GHFUHDVH�LQ�GHYHORSHG�WHFKQRORJ\�LQWDQJLEOH�DVVHWV�GXH�WR�WKH
GHFRQVROLGDWLRQ�RI�$OWDU��VHH�1RWH����

'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������JURVV�LQWDQJLEOH�DVVHWV�GHFUHDVHG�������PLOOLRQ�GXH�WR�WKH�GHFRQVROLGDWLRQ�RI�=\PHUJHQ��VHH�1RWH����

$PRUWL]DWLRQ�H[SHQVH�ZDV�������PLOOLRQ��������PLOOLRQ�DQG������PLOOLRQ�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������UHVSHFWLYHO\��7KH
HVWLPDWHG�IXWXUH�DPRUWL]DWLRQ�H[SHQVH�IRU�LQWDQJLEOH�DVVHWV�UHPDLQLQJ�DV�RI�'HFHPEHU����������LV�DV�IROORZV��LQ�WKRXVDQGV��

���� � �������
���� �������
���� �������
���� ������
���� ������
7KHUHDIWHU �������
7RWDO � �������

���/HDVHV

7KH�&RPSDQ\�OHDVHV�UHDO�HVWDWH�IRU�RIILFH�DQG�ODE�VSDFH�DV�ZHOO�DV�HTXLSPHQW�XVHG�LQ�UHVHDUFK�DQG�GHYHORSPHQW�DFWLYLWLHV�XQGHU�RSHUDWLQJ�DQG
ILQDQFH�OHDVHV�

���

��� ���

�
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7KH�&RPSDQ\¶V�UHDO�HVWDWH�OHDVHV�KDYH�LQLWLDO�OHDVH�WHUPV�UDQJLQJ�IURP����PRQWKV�WR������\HDUV�DQG�DUH�DOO�FODVVLILHG�DV�RSHUDWLQJ��5HDO�HVWDWH�OHDVHV
PD\�FRQWDLQ�SHULRGV�RI�IUHH�UHQW��WHQDQW�LPSURYHPHQW�LQFHQWLYHV��H[SDQVLRQ�RSWLRQV��UHQW�HVFDODWLRQ�FODXVHV�DW�SUH�GHWHUPLQHG�UDWHV�RU�DW�WKH
SUHYDLOLQJ�PDUNHW�UDWHV�DW�WKH�WLPH�RI�WKH�LQFUHDVH��DQG�RSWLRQV�WR�H[WHQG�RU�WHUPLQDWH�WKH�OHDVH�ZLWKRXW�FDXVH�DW�WKH�RSWLRQ�RI�HLWKHU�SDUW\�GXULQJ�WKH
OHDVH�WHUP��7KH�&RPSDQ\�LV�QRW�UHDVRQDEO\�FHUWDLQ�WR�H[HUFLVH�WKHVH�RSWLRQV�DW�WKH�FRPPHQFHPHQW�RI�WKH�OHDVH��(TXLSPHQW�OHDVHV�KDYH�LQLWLDO�OHDVH
WHUPV�UDQJLQJ�IURP����WR����PRQWKV�DQG�DUH�FODVVLILHG�DV�RSHUDWLQJ�RU�ILQDQFH�LI�WKH�OHDVH�FRQWDLQV�EDUJDLQ�SXUFKDVH�RSWLRQV�ZKLFK�WKH�&RPSDQ\�LV
UHDVRQDEO\�FHUWDLQ�WR�H[HUFLVH�

9DULDEOH�OHDVH�FRVW�IRU�UHDO�HVWDWH�OHDVHV�SULPDULO\�FRQVLVWV�RI�FHUWDLQ�QRQ�OHDVH�FRPSRQHQWV�VXFK�DV�UHDO�HVWDWH�WD[HV��LQVXUDQFH�DQG�FRPPRQ�DUHD
PDLQWHQDQFH�FKDUJHV��7KHVH�QRQ�OHDVH�FRPSRQHQWV�DUH�W\SLFDOO\�YDULDEOH�LQ�QDWXUH�DQG�DUH�UHFRJQL]HG�DV�OHDVH�H[SHQVH�LQ�WKH�SHULRG�LQ�ZKLFK�WKH\
DULVH��1RQH�RI�WKH�&RPSDQ\
V�OHDVH�DJUHHPHQWV�FRQWDLQ�PDWHULDO�UHVWULFWLYH�FRYHQDQWV�RU�UHVLGXDO�YDOXH�JXDUDQWHHV�

7KH�&RPSDQ\
V�KHDGTXDUWHUV�DUH�ORFDWHG�LQ�WKH�6HDSRUW�GLVWULFW�RI�%RVWRQ��0DVVDFKXVHWWV�DQG�FRPSULVH�D�VHW�RI�QRQ�FDQFHOODEOH�RSHUDWLQJ�OHDVHV
ZLWKLQ�D�IDFLOLW\�WRWDOLQJ�RYHU���������VTXDUH�IHHW�RI�RIILFH�DQG�ODERUDWRU\�VSDFH��7KHVH�OHDVHV�H[SLUH�RQ�GDWHV�UDQJLQJ�IURP������WR������DQG�HDFK
FRQWDLQ�RQH�RSWLRQ�WR�H[WHQG�WKH�OHDVH�IRU�D�ILYH�\HDU�SHULRG�DW�WKHQ�PDUNHW�UDWHV��2I�WKLV���������VTXDUH�IHHW���������LV�FXUUHQWO\�VXEOHDVHG�

,Q�$SULO�������WKH�&RPSDQ\�HQWHUHG�LQWR�D�OHDVH��DV�DPHQGHG��FRQVLVWLQJ�RI�DSSUR[LPDWHO\���������UHQWDEOH�VTXDUH�IHHW�RI�QHZ�RIILFH�DQG�ODERUDWRU\
VSDFH�EHLQJ�GHYHORSHG�LQ�%RVWRQ��0DVVDFKXVHWWV�QHDU�WKH�&RPSDQ\
V�KHDGTXDUWHUV��7KH�OHDVH�FRPPHQFHG�RQ�$SULO�����������ZLWK�UHQW�SD\PHQWV
EHJLQQLQJ�LQ�-XQH�������DQG�LW�ZLOO�H[SLUH�RQ�WKH�ILIWHHQWK�DQQLYHUVDU\�RI�WKH�UHQW�FRPPHQFHPHQW�GDWH��7KH�OHDVH�LQFOXGHV�DQ�RSWLRQ�WR�H[WHQG�IRU�DQ
DGGLWLRQDO�WHQ�\HDUV�DW�WKHQ�PDUNHW�UDWHV��DV�ZHOO�DV�DQ�H[SDQVLRQ�RSWLRQ�LI�WKH�RZQHU�FRQVWUXFWV�DQ�DGGLWLRQDO�EXLOGLQJ�RQ�WKH�SURSHUW\�

7KH�&RPSDQ\�KDV�D�VXEVWDQWLDO�DPRXQW�RI�H[FHVV�VSDFH�DQG�LV�VHHNLQJ�WR�VXEOHDVH�H[FHVV�VSDFH�FRQVLVWHQW�ZLWK�LWV�UHVWUXFWXULQJ�SODQ��7KH�OHDVHG
IDFLOLWLHV�FRQWLQXH�WR�EH�LQFOXGHG�LQ�WKH�&HOO�(QJLQHHULQJ�DVVHW�JURXS�DV�WKH\�KDYH�QRW�EHHQ�DEDQGRQHG�DQG�GR�QRW�KDYH�VHSDUDWHO\�LGHQWLILDEOH�FDVK
IORZV��,I�WKH�&RPSDQ\�HQWHUV�LQWR�VXEOHDVHV�DW�UDWHV�WKDW�DUH�EHORZ�WKH�H[LVWLQJ�OHDVH�PLQLPXP�SD\PHQWV��WHUPLQDWHV�RU�DPHQGV�H[LVWLQJ�OHDVHV��RU
DEDQGRQV�WKH�OHDVHG�IDFLOLWLHV��WKH�ULJKW�RI�XVH�OHDVH�DVVHWV�DQG�DQ\�DVVRFLDWHG�OHDVHKROG�LPSURYHPHQWV�ZRXOG�EH�HYDOXDWHG�IRU�SRWHQWLDO
LPSDLUPHQW�DQG�LPSDLUPHQW�FKDUJHV�FRXOG�EH�PDWHULDO�

,Q�6HSWHPEHU�������WKH�&RPSDQ\¶V�IRUPHU�VXEVLGLDU\��=\PHUJHQ��FHDVHG�WKH�XVH�RI�DQG�H[LWHG�D�OHDVHG�IDFLOLW\�FRQVLVWLQJ�RI�DSSUR[LPDWHO\��������
VTXDUH�IHHW�RI�RIILFH�DQG�ODERUDWRU\�VSDFH�LQ�(PHU\YLOOH��&DOLIRUQLD��7KH�IDFLOLW\�ZDV�XVHG�SXUVXDQW�WR�DQ�RSHUDWLQJ�OHDVH�ZLWK�D�PLQLPXP�WHUP
H[SLULQJ�LQ�$XJXVW�������=\PHUJHQ¶V�H[LW�UHVXOWHG�LQ�DQ�LPSDLUPHQW�ORVV�RI�������PLOOLRQ��LQFOXGLQJ�������PLOOLRQ�IRU�WKH�ULJKW�RI�XVH�DVVHW�DQG������
PLOOLRQ�IRU�WKH�UHODWHG�OHDVHKROG�LPSURYHPHQWV��7KH�LPSDLUPHQW�ORVV�UHSUHVHQWV�WKH�DPRXQW�E\�ZKLFK�WKH�FDUU\LQJ�YDOXH�RI�WKH�DVVHWV�H[FHHG�WKHLU
HVWLPDWHG�IDLU�YDOXHV��DV�GHWHUPLQHG�XVLQJ�D�GLVFRXQWHG�FDVK�IORZ�PRGHO�XQGHU�WKH�LQFRPH�DSSURDFK��7KH�IDLU�YDOXH�PHDVXUHPHQWV�DUH�EDVHG�RQ
VLJQLILFDQW�LQSXWV�QRW�REVHUYDEOH�LQ�WKH�PDUNHW�DQG�WKHUHIRUH�UHSUHVHQW�/HYHO���IDLU�YDOXH�PHDVXUHPHQWV��7KH�NH\�LQSXWV�XVHG�LQ�WKH�YDOXDWLRQ�ZHUH
HVWLPDWHG�VXEOHDVH�UHQWDO�LQFRPH�DQG�D�GLVFRXQW�UDWH�RI�������7KH�LPSDLUPHQWV�DUH�SUHVHQWHG�DV�LPSDLUPHQW�RI�OHDVH�DVVHWV�LQ�WKH�FRQVROLGDWHG
VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������
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7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�FRPSRQHQWV�RI�WRWDO�OHDVH�FRVW��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

2SHUDWLQJ�OHDVH�FRVW � ������� � ������� � �������
)LQDQFH�OHDVH�FRVW�
$PRUWL]DWLRQ�RI�528�DVVHWV ���� ������ ������
,QWHUHVW�RQ�OHDVH�OLDELOLWLHV ��� ��� ����
)LQDQFH�OHDVH�FRVW ���� ������ ������
9DULDEOH�OHDVH�FRVW ������� ������� ������
6XEOHDVH�LQFRPH ������� �������� �������
7RWDO�OHDVH�FRVW � ������� � ������� � �������

�

6XSSOHPHQWDO�FDVK�IORZ�LQIRUPDWLRQ�UHODWHG�WR�WKH�&RPSDQ\¶V�RSHUDWLQJ�OHDVHV�ZHUH�DV�IROORZV��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

&DVK�SDLG�IRU�DPRXQWV�LQFOXGHG�LQ�WKH�PHDVXUHPHQW�RI�OHDVH�OLDELOLWLHV�
2SHUDWLQJ�FDVK�IORZV�IURP�RSHUDWLQJ�OHDVHV � ������� � ������� � �������
2SHUDWLQJ�FDVK�IORZV�IURP�ILQDQFH�OHDVHV ��� ��� ���
)LQDQFLQJ�FDVK�IORZV�IURP�ILQDQFH�OHDVHV ���� ������ ������

6XSSOHPHQWDO�EDODQFH�VKHHW�LQIRUPDWLRQ�UHODWHG�WR�RSHUDWLQJ�OHDVHV�ZHUH�DV�IROORZV�

$V�RI�'HFHPEHU����
���� ����

:HLJKWHG�DYHUDJH�UHPDLQLQJ�OHDVH�WHUP���RSHUDWLQJ�OHDVHV��LQ�\HDUV� ���� ����
:HLJKWHG�DYHUDJH�UHPDLQLQJ�OHDVH�WHUP���ILQDQFH�OHDVHV��LQ�\HDUV� ��� ���
:HLJKWHG�DYHUDJH�GLVFRXQW�UDWH���RSHUDWLQJ�OHDVHV ����� �����
:HLJKWHG�DYHUDJH�GLVFRXQW�UDWH���ILQDQFH�OHDVHV ����� ������

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�PDWXULW\�RI�WKH�&RPSDQ\¶V�OHDVH�OLDELOLWLHV��LQ�WKRXVDQGV����

<HDUV�(QGLQJ�'HFHPEHU���� 2SHUDWLQJ�/HDVHV� )LQDQFH�/HDVHV�
���� � ������� � ����
���� ������� ���
���� ������� ��
���� ������� ��
���� ������� ��
7KHUHDIWHU �������� ��
7RWDO�XQGLVFRXQWHG�SD\PHQWV �������� ����
/HVV��LPSXWHG�LQWHUHVW ��������� ���
7RWDO�OHDVH�OLDELOLW\ �������� ����
/HVV��FXUUHQW�SRUWLRQ�RI�OHDVH�OLDELOLW\ �������� �����
/HDVH�OLDELOLWLHV��QRQ�FXUUHQW � �������� � ���

�

7KH�&RPSDQ\�VXEOHDVHV�D�SRUWLRQ�RI�LWV�RIILFH�DQG�ODE�VSDFH�WR�FHUWDLQ�RI�LWV�HTXLW\�PHWKRG�LQYHVWHHV��ZKLFK�DUH�FRQVLGHUHG�UHODWHG�SDUWLHV��7KHVH
OHDVH�DJUHHPHQWV�JHQHUDOO\�KDYH�OHDVH�WHUPV�RI�XS�WR���\HDUV�DQG�PD\�LQFOXGH�UHQHZDO�RSWLRQV��5HODWHG�SDUW\�VXEOHDVH�LQFRPH�IRU�WKH�\HDUV�HQGHG
'HFHPEHU����������������DQG������ZDV������PLOOLRQ�������PLOOLRQ�DQG

)���



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

�����PLOOLRQ��UHVSHFWLYHO\��LQFOXGHG�ZLWKLQ�RWKHU�LQFRPH��QHW�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�

����6XSSOHPHQWDO�)LQDQFLDO�,QIRUPDWLRQ

&DVK��&DVK�(TXLYDOHQWV�DQG�5HVWULFWHG�&DVK

7KH�UHFRQFLOLDWLRQ�RI�FDVK��FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK�UHSRUWHG�ZLWKLQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHW�WR�WKH�WRWDOV�VKRZQ�ZLWKLQ�WKH
FRQVROLGDWHG�VWDWHPHQWV�RI�FDVK�IORZV�LV�DV�IROORZV��LQ�WKRXVDQGV��

$V�RI�'HFHPEHU����
���� ���� ����

&DVK�DQG�FDVK�HTXLYDOHQWV � �������� � �������� � ����������
5HVWULFWHG�FDVK�LQFOXGHG�LQ�SUHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV� ������ ������ ������
5HVWULFWHG�FDVK�LQFOXGHG�LQ�RWKHU�QRQ�FXUUHQW�DVVHWV� ������� ������� �������
7RWDO�FDVK��FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK � �������� � �������� � ����������

��� ,QFOXGHV�FDVK�EDODQFHV�FROODWHUDOL]LQJ�OHWWHUV�RI�FUHGLW�DVVRFLDWHG�ZLWK�WKH�&RPSDQ\¶V�IDFLOLW\�OHDVHV�DQG�FXVWRPHU�SUHSD\PHQWV�UHTXLULQJ�VHJUHJDWLRQ�DQG
UHVWULFWLRQV�LQ�LWV�XVH�LQ�DFFRUGDQFH�ZLWK�WKH�FXVWRPHU�DJUHHPHQW��

3URSHUW\��3ODQW�DQG�(TXLSPHQW��QHW

3URSHUW\��SODQW�DQG�HTXLSPHQW��QHW�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

$V�RI�'HFHPEHU����
���� ����

/DE�HTXLSPHQW � �������� � ��������
/HDVHKROG�LPSURYHPHQWV �������� �������
%XLOGLQJV�DQG�IDFLOLWLHV ������� �������
&RQVWUXFWLRQ�LQ�SURJUHVV ������ �������
&RPSXWHU�HTXLSPHQW�DQG�VRIWZDUH ������� �������
)XUQLWXUH�DQG�IL[WXUHV ������ ������
/DQG ������ ������
7RWDO�SURSHUW\��SODQW��DQG�HTXLSPHQW �������� ��������
/HVV��$FFXPXODWHG�GHSUHFLDWLRQ ��������� ���������
3URSHUW\��SODQW�DQG�HTXLSPHQW��QHW � �������� � ��������

'HSUHFLDWLRQ�H[SHQVH�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������WRWDOHG�������PLOOLRQ��������PLOOLRQ�DQG�������PLOOLRQ��UHVSHFWLYHO\�

'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�&RPSDQ\�GHWHUPLQHG�WKDW������PLOOLRQ�RI�FRQVWUXFWLRQ�LQ�SURJUHVV�DVVHWV�ZHUH�LPSDLUHG�DQG�WKLV�ORVV
LV�LQFOXGHG�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVH�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�

'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�&RPSDQ\�LGHQWLILHG�H[FHVV�ODE�HTXLSPHQW�DW�WZR�RI�LWV�IDFLOLWLHV�ZKHUHE\�WKH�DVVHWV�ZHUH�VROG�
FODVVLILHG�DV�KHOG�IRU�VDOH�RU�RWKHUZLVH�LPSDLUHG��UHVXOWLQJ�LQ�DJJUHJDWH�LPSDLUPHQW�ORVVHV�RI�������PLOOLRQ��LQFOXGHG�LQ�JHQHUDO�DQG�DGPLQLVWUDWLYH
H[SHQVH�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�

���

���

)���
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$FFUXHG�([SHQVHV�DQG�2WKHU�&XUUHQW�/LDELOLWLHV

$FFUXHG�H[SHQVHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV����

$V�RI�'HFHPEHU����
���� ����

2SHUDWLQJ�OHDVH�OLDELOLWLHV � ������� � �������
(PSOR\HH�FRPSHQVDWLRQ�DQG�EHQHILWV ������ �������
&RQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLW\ ������ �������
%LRVHFXULW\�FRVWV ������ ������
'HIHUUHG�RWKHU�LQFRPH ������ ������
(PSOR\HH�WHUPLQDWLRQ�FRVWV ������ ��
3URIHVVLRQDO�IHHV�DQG�VHFXULWLHV�OLWLJDWLRQ�FRVWV ������ �������
([WHUQDO�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV ���� ������
)LQDQFH�OHDVH�OLDELOLWLHV ���� ������
3URSHUW\�DQG�HTXLSPHQW ���� ������
2WKHU�FXUUHQW�OLDELOLWLHV ������ �������
$FFUXHG�H[SHQVHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV � ������� � ��������

�

6XSSOHPHQWDO�FDVK�IORZ�LQIRUPDWLRQ

7KH�IROORZLQJ�WDEOH�SUHVHQWV�VXSSOHPHQWDO�FDVK�IORZ�LQIRUPDWLRQ�IRU�HDFK�UHSRUWLQJ�SHULRG��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

&DVK�SDLG�IRU�LQWHUHVW � ��� � ��� � ���
&DVK�SDLG�IRU�LQFRPH�WD[HV ���� ���� ��
1RQ�FDVK�LQYHVWLQJ�DQG�ILQDQFLQJ�DFWLYLWLHV�
528�DVVHWV�REWDLQHG�LQ�H[FKDQJH�IRU�QHZ�RSHUDWLQJ�OHDVH�OLDELOLWLHV�XSRQ�DGRSWLRQ�RI�$6&���� � �� � �� � ��������
528�DVVHWV�REWDLQHG�LQ�H[FKDQJH�IRU�QHZ�ILQDQFH�OHDVH�OLDELOLWLHV�XSRQ�DGRSWLRQ�RI�$6&���� �� �� ������
528�DVVHWV�REWDLQHG�LQ�H[FKDQJH�IRU�QHZ�RSHUDWLQJ�OHDVH�OLDELOLWLHV �������� ������� �������
528�DVVHWV�REWDLQHG�LQ�H[FKDQJH�IRU�QHZ�ILQDQFH�OHDVH�OLDELOLWLHV �� �� ������
3XUFKDVH�RI�PLQRULW\�LQWHUHVW�LQ�&RRNVRQLD �� �� ������
3XUFKDVHV�RI�SURSHUW\�DQG�HTXLSPHQW�LQFOXGHG�LQ�DFFRXQWV�SD\DEOH�DQG�DFFUXHG�H[SHQVHV ������ ������ �������
(TXLW\�UHFHLYHG�LQ�UHODWHG�SDUWLHV �� �� ������
&RQYHUWLEOH�ILQDQFLDO�LQVWUXPHQWV�UHFHLYHG�IRU�&HOO�(QJLQHHULQJ�VHUYLFHV �� ������ �������
(TXLW\�VHFXULWLHV�DQG�ZDUUDQWV�UHFHLYHG�IRU�&HOO�(QJLQHHULQJ�VHUYLFHV ��� ������� ������
1RQ�FDVK�FRQVLGHUDWLRQ�SDLG�IRU�WKH�DFTXLVLWLRQ�RI�=\PHUJHQ �� �� ��������
&RPPRQ�VWRFN�LVVXHG�IRU�DFTXLVLWLRQV ������� ������ �������
$FTXLVLWLRQ�GDWH�IDLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLW\ �� �� �������
&RPPRQ�VWRFN�LVVXHG�DV�VHWWOHPHQW�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�OLDELOLWLHV ������� ������ ��
&RPPRQ�VWRFN�LVVXHG�IRU�UHWHQWLRQ�SD\PHQWV�UHODWHG�WR�EXVLQHVV�DQG�DVVHW�DFTXLVLWLRQV ������ �� ��
5HWXUQ�RI�LQYHVWPHQW�LQ�HTXLW\�VHFXULWLHV�IRU�UHGXFWLRQ�LQ�GHIHUUHG�UHYHQXH ������ �� ��
&RQYHUVLRQ�RI�QRWHV�UHFHLYDEOH�IRU�FRPPRQ�VWRFN ������� �� ��
(TXLW\�LVVXDQFH�FRVWV�LQ�DFFRXQWV�SD\DEOH�DQG�DFFUXHG�H[SHQVHV �� �� ����

)���



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

����&RPPLWPHQWV�DQG�&RQWLQJHQFLHV

3XUFKDVH�2EOLJDWLRQV

2Q�$XJXVW�����������WKH�&RPSDQ\�HQWHUHG�LQWR�D�ILYH�\HDU�VWUDWHJLF�FORXG�DQG�DUWLILFLDO�LQWHOOLJHQFH��³$,´��SDUWQHUVKLS�ZLWK�*RRJOH�&ORXG��LQWHQGHG
WR�HQDEOH�WKH�&RPSDQ\�WR�GHYHORS�DQG�GHSOR\�$,�WRROV�IRU�ELRORJ\�DQG�ELRVHFXULW\��7KH�SDUWQHUVKLS�LQFOXGHV�PLQLPXP�DQQXDO�FRPPLWPHQWV�RYHU
WKH�FRQWUDFW�\HDU�HQGLQJ�$XJXVW����WR�SXUFKDVH�FORXG�KRVWLQJ�VHUYLFHV�LQ�H[FKDQJH�IRU�YDULRXV�GLVFRXQWV�RQ�VXFK�VHUYLFHV��7KH�PLQLPXP�DQQXDO
FRPPLWPHQWV�DUH�DV�IROORZV��\HDU���������PLOOLRQ��\HDU����������PLOOLRQ��\HDU����������PLOOLRQ��\HDU����������PLOOLRQ��DQG�\HDU�����������PLOOLRQ��7KH
&RPSDQ\�SXUFKDVHG�������PLOOLRQ�LQ�\HDU���RI�WKH�FRQWUDFW�DQG�FXUUHQWO\�H[SHFWV�WR�KDYH�D�VKRUWIDOO�LQ�\HDU����7KH�PLQLPXP�FRPPLWPHQWV�PD\�EH
WHUPLQDWHG�E\�WKH�&RPSDQ\�XSRQ�SD\PHQW�RI�D�FDQFHOODWLRQ�IHH�UHSUHVHQWLQJ�D�SHUFHQWDJH�RI�WKH�UHPDLQLQJ�SXUFKDVH�FRPPLWPHQW��,I�WKH�&RPSDQ\
LV�XQDEOH�WR�QHJRWLDWH�D�PRGLILFDWLRQ�WR�WKH�DQQXDO�FRPPLWPHQWV�WKDW�DOLJQ�ZLWK�LWV�SURMHFWHG�UHTXLUHPHQWV��PDWHULDO�ORVVHV�FRXOG�EH�LQFXUUHG��$V�RI
'HFHPEHU�����������WKH�DJJUHJDWH�UHPDLQLQJ�SXUFKDVH�FRPPLWPHQW�ZDV��������PLOOLRQ�

7KH�&RPSDQ\�DOVR�HQWHUHG�LQWR�DQ�DJUHHPHQW�SXUVXDQW�WR�ZKLFK�*RRJOH�&ORXG�ZLOO�SURYLGH�XS�WR�������PLOOLRQ�LQ�FDVK�IXQGLQJ�XSRQ�WKH�&RPSDQ\¶V
DFKLHYHPHQW�RI�FHUWDLQ�PLOHVWRQHV�E\�WKH�WDUJHW�FRPSOHWLRQ�GDWHV�WKURXJK�6HSWHPEHU�������7KH�FRVWV�RI�*RRJOH�&ORXG�VHUYLFHV�DUH�UHFRUGHG�DV
UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�DV�LQFXUUHG�LQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV��0LOHVWRQH
SD\PHQWV�UHFHLYHG�DUH�UHFRJQL]HG�DV�D�UHGXFWLRQ�RI�WKH�DVVRFLDWHG�*RRJOH�&ORXG�VHUYLFHV�FRVWV�ZLWKLQ�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�ZKHQ
DFKLHYHG��7KH�ILUVW�WZR�PLOHVWRQHV�DUH�LQLWLDOO\�UHFRJQL]HG�DV�OLDELOLWLHV�XQWLO�WKH\�EHFRPH�QRQ�UHIXQGDEOH�XSRQ�WKH�&RPSDQ\
V�DFKLHYHPHQW�RI�D
FHUWDLQ�PLOHVWRQH��$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�KDV�UHFHLYHG�WKUHH�PLOHVWRQH�SD\PHQWV�WRWDOLQJ�������PLOOLRQ��ZLWK������PLOOLRQ�UHFRUGHG�DV
D�UHGXFWLRQ�WR�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����������DQG������PLOOLRQ�UHFRUGHG�DV�RWKHU�QRQ�FXUUHQW�OLDELOLW\
RQ�WKH�EDODQFH�VKHHW�

2Q�0DUFK�����������WKH�&RPSDQ\�HQWHUHG�LQWR�D�IRXU�\HDU�VXSSO\�DJUHHPHQW�ZLWK�7ZLVW�IRU�WKH�SXUFKDVH�RI�GLYHUVH�SURGXFWV�LQFOXGLQJ�V\QWKHWLF
'1$��7KH�DJUHHPHQW�LV�HIIHFWLYH�DV�RI�$SULO���������DQG�REOLJDWHV�WKH�&RPSDQ\�WR�VSHQG�D�PLQLPXP�RI�������PLOOLRQ�RYHU�WKH�IRXU�\HDU�WHUP�ZLWK�WKH
IROORZLQJ�PLQLPXP�DQQXDO�FRPPLWPHQWV��HDFK�DQQXDO�\HDU�LV�GHILQHG�DV�$SULO���WR�0DUFK������\HDU����������PLOOLRQ��\HDU����������PLOOLRQ��\HDU���������
PLOOLRQ��DQG�\HDU����������PLOOLRQ��'XULQJ�WKH�FRQWUDFW�SHULRG�HQGHG�0DUFK�����������WKH�&RPSDQ\�SXUFKDVHG�������PLOOLRQ�DQG�FXUUHQWO\�H[SHFWV�WR
KDYH�D�VKRUWIDOO�IRU�\HDU���RI�WKH�FRQWUDFW��,I�WKH�&RPSDQ\�LV�XQDEOH�WR�QHJRWLDWH�D�PRGLILFDWLRQ�WR�WKH�DQQXDO�FRPPLWPHQWV�WKDW�DOLJQ�ZLWK�LWV
H[SHFWHG�UHTXLUHPHQWV��ORVVHV�FRXOG�EH�LQFXUUHG��$V�RI�'HFHPEHU�����������WKH�DJJUHJDWH�UHPDLQLQJ�SXUFKDVH�FRPPLWPHQW�ZDV�������PLOOLRQ�

&RQWLQJHQW�&RQVLGHUDWLRQ�5HODWHG�WR�$VVHW�$FTXLVLWLRQV

,Q�FRQQHFWLRQ�ZLWK�WKH�6WULGH%LR�DFTXLVLWLRQ��VHH�1RWH�����WKH�&RPSDQ\�LV�REOLJDWHG�WR�PDNH�UR\DOW\�SD\PHQWV�RI�XS�WR�������PLOOLRQ�SD\DEOH�LQ�FDVK
RU�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN�DW�WKH�&RPSDQ\
V�HOHFWLRQ�XQWLO�WKH�HDUOLHU�RI�WKH�WHQWK�DQQLYHUVDU\�GDWH�RI�WKH�LQLWLDO�FORVLQJ�DQG�WKH�GDWH�RQ
ZKLFK�WKH�DJJUHJDWH�DPRXQW�RI�WKH�UR\DOW\�SD\PHQWV�HTXDOV�WKH�DPRXQW�FDS��7KH�UR\DOWLHV�DUH�FDOFXODWHG�EDVHG�RQ�����RI�WKH�QHW�OLFHQVLQJ
UHYHQXH�DQG�����RI�DOO�FRQVLGHUDWLRQ�UHFHLYHG�IRU�D�OLFHQVH�RU�VDOH�RI�D�SURGXFW�LQFRUSRUDWLQJ�WKH�DFTXLUHG�SODWIRUP�DVVHWV��1R�DPRXQWV�IRU�WKH
UR\DOW\�SD\PHQWV�KDYH�EHHQ�UHFRUGHG�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������

7KH�&RPSDQ\�URXWLQHO\�DFTXLUHV�ULJKWV�WR�LQWHOOHFWXDO�SURSHUW\�WKDW�PD\�SURYLGH�IRU�SD\PHQW�RI�IXWXUH�FRQWLQJHQW�FRQVLGHUDWLRQ��LQFOXGLQJ
UR\DOWLHV��VKRXOG�UHYHQXH�EH�JHQHUDWHG�IURP�WKH�XVH�RI�VXFK�

/HJDO�3URFHHGLQJV

)URP�WLPH�WR�WLPH��WKH�&RPSDQ\�PD\�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV�EH�QDPHG�DV�D�GHIHQGDQW�LQ�ODZVXLWV��LQGHPQLW\�FODLPV�DQG�RWKHU�OHJDO
SURFHHGLQJV��7KH�&RPSDQ\�DFFUXHV�IRU�D�ORVV�FRQWLQJHQF\�ZKHQ�LW�FRQFOXGHV�WKDW�WKH�OLNHOLKRRG�RI�D�ORVV�LV�SUREDEOH�DQG�WKH�DPRXQW�RI�ORVV�FDQ
EH�UHDVRQDEO\�HVWLPDWHG��7KH�&RPSDQ\�DGMXVWV�LWV�DFFUXDOV�IURP�WLPH�WR�WLPH�DV�LW�UHFHLYHV�DGGLWLRQDO�LQIRUPDWLRQ��7KH�&RPSDQ\�GRHV�QRW�EHOLHYH
DQ\�SHQGLQJ�OLWLJDWLRQ�WR�EH�PDWHULDO��RU�WKDW�WKH�RXWFRPH�RI�DQ\�VXFK�SHQGLQJ�OLWLJDWLRQ��LQ�PDQDJHPHQW¶V�MXGJPHQW�EDVHG�RQ�LQIRUPDWLRQ�FXUUHQWO\
DYDLODEOH��ZRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�WKH�&RPSDQ\¶V�UHVXOWV�RI�RSHUDWLRQV��FDVK�IORZV�RU�ILQDQFLDO�FRQGLWLRQ�

,QGHPQLILFDWLRQ�$JUHHPHQWV

7KH�&RPSDQ\�HQWHUV�LQWR�VWDQGDUG�LQGHPQLILFDWLRQ�DJUHHPHQWV�DQG�KDV�DJUHHPHQWV�ZLWK�LQGHPQLILFDWLRQ�FODXVHV�LQ�WKH�RUGLQDU\�FRXUVH�RI
EXVLQHVV��8QGHU�VXFK�DUUDQJHPHQWV��WKH�&RPSDQ\�LQGHPQLILHV��KROGV�KDUPOHVV�DQG�DJUHHV�WR�UHLPEXUVH�WKH�LQGHPQLILHG�SDUW\�IRU�ORVVHV�VXIIHUHG�RU
LQFXUUHG�E\�WKH�LQGHPQLILHG�SDUW\��ZKR�DUH�JHQHUDOO\�WKH�&RPSDQ\¶V�EXVLQHVV�SDUWQHUV��7KH�WHUPV�RI�WKHVH�LQGHPQLILFDWLRQ�DUUDQJHPHQWV�DUH
JHQHUDOO\�SHUSHWXDO�DQG�HIIHFWLYH�DQ\�WLPH�DIWHU�FRQWUDFW

)���



7DEOH�RI�&RQWHQWV
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H[HFXWLRQ��7KH�PD[LPXP�SRWHQWLDO�OLDELOLW\�UHVXOWLQJ�IURP�WKHVH�LQGHPQLILFDWLRQ�DUUDQJHPHQWV�PD\�EH�XQOLPLWHG��7KH�&RPSDQ\�KDV�QHYHU�LQFXUUHG
FRVWV�WR�GHIHQG�ODZVXLWV�RU�VHWWOH�FODLPV�DV�D�UHVXOW�RI�VXFK�LQGHPQLILFDWLRQV�DQG�WKH�&RPSDQ\�LV�QRW�DZDUH�RI�DQ\�LQGHPQLILFDWLRQ�DUUDQJHPHQWV
WKDW�FRXOG�KDYH�D�PDWHULDO�HIIHFW�RQ�LWV�ILQDQFLDO�SRVLWLRQ��UHVXOWV�RI�RSHUDWLRQV�RU�FDVK�IORZV��DQG�LW�KDV�QRW�DFFUXHG�DQ\�OLDELOLWLHV�UHODWHG�WR�VXFK
REOLJDWLRQV�DV�RI�'HFHPEHU����������

����6WRFNKROGHUV
�(TXLW\��

&DSLWDOL]DWLRQ

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�&RPSDQ\¶V�DXWKRUL]HG��LVVXHG��DQG�RXWVWDQGLQJ�FRPPRQ�VWRFN�DV�RI�WKH�GDWHV�LQGLFDWHG�

$XWKRUL]HG ,VVXHG 2XWVWDQGLQJ
&RPPRQ�VWRFN�DV�RI�'HFHPEHU���������
&ODVV�$ �������������� ���������� ����������
&ODVV�% ������������� ��������� ���������
&ODVV�& ����������� ��������� ���������

�������������� ���������� ����������
&RPPRQ�VWRFN�DV�RI�'HFHPEHU���������
&ODVV�$ �������������� ���������� ����������
&ODVV�% ������������� ��������� ���������
&ODVV�& ����������� ��������� ���������

�������������� ���������� ����������

6KHOI�5HJLVWUDWLRQ�6WDWHPHQW�

2Q�2FWREHU����������WKH�&RPSDQ\�ILOHG�ZLWK�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��³6(&´��D�VKHOI�UHJLVWUDWLRQ�VWDWHPHQW�RQ�)RUP�6����)LOH�1R�
�������������ZKLFK�ZDV�GHFODUHG�HIIHFWLYH�RQ�2FWREHU�����������8QGHU�WKH�VKHOI�UHJLVWUDWLRQ��WKH�&RPSDQ\�PD\�RIIHU�DQG�VHOO�IURP�WLPH�WR�WLPH��LQ
RQH�RU�PRUH�VHULHV�RU�LVVXDQFHV�DQG�RQ�WHUPV�GHWHUPLQHG�DW�WKH�WLPH�RI�WKH�RIIHULQJ��DQ\�FRPELQDWLRQ�RI�LWV�&ODVV�$�FRPPRQ�VWRFN��SUHIHUUHG�VWRFN�
ZDUUDQWV�DQG�RU�XQLWV�XS�WR�DQ�DJJUHJDWH�DPRXQW�RI������PLOOLRQ��$V�RI�'HFHPEHU�����������DSSUR[LPDWHO\������PLOOLRQ�UHPDLQ�DYDLODEOH�XQGHU�WKH
VKHOI�UHJLVWUDWLRQ�

8QGHUZULWWHQ�3XEOLF�2IIHULQJ

2Q�1RYHPEHU�����������WKH�&RPSDQ\�HQWHUHG�LQWR�DQ�XQGHUZULWLQJ�DJUHHPHQW��WKH�³8QGHUZULWLQJ�$JUHHPHQW´��ZLWK�%7,*��//&��WKH�³8QGHUZULWHU´��
SXUVXDQW�WR�ZKLFK�WKH�&RPSDQ\�DJUHHG�WR�LVVXH�DQG�VHOO�WR�WKH�8QGHUZULWHU�DQ�DJJUHJDWH�RI�����������VKDUHV�DW�D�SXEOLF�RIIHULQJ�SULFH�RI��������SHU
VKDUH��UHSUHVHQWLQJ�DQ�XQGHUZULWLQJ�GLVFRXQW�RI�����8QGHU�WKH�WHUPV�RI�WKH�8QGHUZULWLQJ�$JUHHPHQW��WKH�&RPSDQ\�JUDQWHG�WKH�8QGHUZULWHU�DQ
RSWLRQ�H[HUFLVDEOH�IRU����GD\V�WR�SXUFKDVH�XS�WR�DQ�DGGLWLRQDO���������VKDUHV�RI�LWV�&ODVV�$�FRPPRQ�VWRFN��ZKLFK�H[SLUHG�XQH[HUFLVHG��7KH�VKDUHV
ZHUH�VROG�SXUVXDQW�WR�DQ�HIIHFWLYH�VKHOI�UHJLVWUDWLRQ�VWDWHPHQW�RQ�)RUP�6����)LOH�1R��������������DQG�D�UHODWHG�SURVSHFWXV�VXSSOHPHQW�ILOHG�ZLWK�WKH
6(&��7KH�QHW�SURFHHGV�WR�WKH�&RPSDQ\�IURP�WKH�RIIHULQJ�ZDV�DSSUR[LPDWHO\�������PLOOLRQ��DIWHU�GHGXFWLQJ�RIIHULQJ�H[SHQVHV��7KH�QHW�SURFHHGV�RI
WKLV�RIIHULQJ�ZHUH�XVHG�WR�RIIVHW�WKH�FDVK�XVHG�WR�ILQDQFH�WKH�DFTXLVLWLRQ�RI�FHUWDLQ�RI�WKH�DVVHWV�DQG�OLDELOLWLHV�RI�%D\HU�DQG�IRU�RWKHU�JHQHUDO
FRUSRUDWH�SXUSRVHV�

3UHIHUUHG�6WRFN�

7KH�&RPSDQ\�LV�DXWKRUL]HG�WR�LVVXH�����PLOOLRQ�VKDUHV�RI�SUHIHUUHG�VWRFN�ZLWK�D�SDU�YDOXH���������SHU�VKDUH��7KH�&RPSDQ\¶V�ERDUG�RI�GLUHFWRUV�DUH
DXWKRUL]HG��ZLWKRXW�VWRFNKROGHU�DSSURYDO��WR�LVVXH�VXFK�VKDUHV�RI�SUHIHUUHG�VWRFN�LQ�RQH�RU�PRUH�VHULHV��WR�HVWDEOLVK�IURP�WLPH�WR�WLPH�WKH�QXPEHU�RI
VKDUHV�WR�EH�LQFOXGHG�LQ�HDFK�VXFK�VHULHV��DQG�WR�IL[�WKH�GHVLJQDWLRQV��SRZHUV��YRWLQJ��DQG�RWKHU�ULJKWV��SUHIHUHQFHV�DQG�SULYLOHJHV�RI�WKH�VKDUHV�
7KHUH�ZHUH�QR�LVVXHG�DQG�RXWVWDQGLQJ�VKDUHV�RI�SUHIHUUHG�VWRFN�DV�RI�'HFHPEHU����������

)���
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&RPPRQ�6WRFN�

7KH�&RPSDQ\�LV�DXWKRUL]HG�WR�LVVXH��������PLOOLRQ�VKDUHV�RI�FRPPRQ�VWRFN��LQFOXGLQJ��������PLOOLRQ�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN��SDU�YDOXH
��������SHU�VKDUH��������PLOOLRQ�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN��SDU�YDOXH���������SHU�VKDUH��DQG�����PLOOLRQ�VKDUHV�RI�&ODVV�&�FRPPRQ�VWRFN��SDU
YDOXH���������SHU�VKDUH�

9RWLQJ�

+ROGHUV�RI�&ODVV�$�FRPPRQ�VWRFN�DUH�HQWLWOHG�WR�RQH�YRWH�SHU�VKDUH�DQG�KROGHUV�RI�&ODVV�%�FRPPRQ�VWRFN�DUH�HQWLWOHG�WR�WHQ�YRWHV�SHU�VKDUH�
+ROGHUV�RI�&ODVV�&�FRPPRQ�VWRFN�DUH�QRW�HQWLWOHG�WR�YRWH�H[FHSW�DV�RWKHUZLVH�H[SUHVVO\�SURYLGHG�LQ�WKH�FHUWLILFDWH�RI�LQFRUSRUDWLRQ�RU�UHTXLUHG�E\
DSSOLFDEOH�ODZ�

'LYLGHQGV�

&RPPRQ�VWRFNKROGHUV�DUH�HQWLWOHG�WR�UHFHLYH�GLYLGHQGV��DV�PD\�EH�GHFODUHG�E\�WKH�ERDUG�RI�GLUHFWRUV��'LIIHUHQW�FODVVHV�RI�FRPPRQ�VWRFN�DUH�OHJDOO\
HQWLWOHG�WR�HTXDO�SHU�VKDUH�GLVWULEXWLRQV�ZKHWKHU�WKURXJK�GLYLGHQGV�RU�OLTXLGDWLRQ��1R�GLYLGHQGV�KDYH�EHHQ�GHFODUHG�WR�GDWH�

&RQYHUVLRQ�

(DFK�VKDUH�RI�&ODVV�%�FRPPRQ�VWRFN�LV�FRQYHUWLEOH�DW�DQ\�WLPH�DW�WKH�RSWLRQ�RI�WKH�KROGHU�LQWR�RQH�VKDUH�RI�&ODVV�$�FRPPRQ�VWRFN��*HQHUDOO\�
VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�ZLOO�FRQYHUW�DXWRPDWLFDOO\�LQWR�&ODVV�$�FRPPRQ�VWRFN�XSRQ�WKH�KROGHU�FHDVLQJ�WR�EH�DQ�(OLJLEOH�+ROGHU��L�H��
GLUHFWRU��HPSOR\HH��WUXVW�RU�OHJDO�HQWLW\�RI�*LQNJR���XQOHVV�RWKHUZLVH�GHWHUPLQHG�E\�DIILUPDWLYH�YRWH�RI�D�PDMRULW\�RI�LQGHSHQGHQW�GLUHFWRUV�RI
*LQNJR�

&RPPRQ�6WRFN�5HVHUYHG�IRU�)XWXUH�,VVXDQFHV

7KH�&RPSDQ\�KDG�WKH�IROORZLQJ�FRPPRQ�VWRFN�UHVHUYHG�IRU�IXWXUH�LVVXDQFH�DV�RI�WKH�GDWH�LQGLFDWHG�

'HFHPEHU���������
6KDUHV�DYDLODEOH�IRU�JUDQW�XQGHU�WKH������3ODQ ���������
5HVWULFWHG�VWRFN�XQLWV�RXWVWDQGLQJ ���������
:DUUDQWV�WR�SXUFKDVH�&ODVV�$�FRPPRQ�VWRFN ���������
6KDUHV�DYDLODEOH�IRU�JUDQW�XQGHU�WKH�(633 ���������
6KDUHV�DYDLODEOH�IRU�JUDQW�XQGHU�WKH������,QGXFHPHQW�3ODQ �������
6WRFN�RSWLRQV�LVVXHG�DQG�RXWVWDQGLQJ �������
7RWDO�FRPPRQ�VWRFN�UHVHUYHG�IRU�IXWXUH�LVVXDQFHV� ����������

��� ([FOXGHV�XQYHVWHG�HDUQRXW�VKDUHV��ZKLFK�DUH�UHVWULFWHG�VKDUHV�LVVXHG�WR�HTXLW\�KROGHUV�RI�OHJDF\�*LQNJR�SULRU�WR�WKH�FORVLQJ�RI�WKH�651*�%XVLQHVV
&RPELQDWLRQ�DQG�WR�651*��7KHVH�HDUQRXW�VKDUHV�DUH�UHFRUGHG�LQ�HTXLW\�DV�VKDUHV�RXWVWDQGLQJ�XSRQ�VDWLVI\LQJ�WKH�YHVWLQJ�FRQGLWLRQV�

����6WRFN�%DVHG�&RPSHQVDWLRQ��

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�E\�ILQDQFLDO�VWDWHPHQW�OLQH�LWHP�LQ�WKH�&RPSDQ\¶V�FRQVROLGDWHG�VWDWHPHQWV�RI
RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV�IRU�WKH�SHULRGV�SUHVHQWHG��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

5HVHDUFK�DQG�GHYHORSPHQW � ������� � �������� � ��������
*HQHUDO�DQG�DGPLQLVWUDWLYH ������� ������� ����������
7RWDO � �������� � �������� � ����������

�

�����,QGXFHPHQW�3ODQ

2Q�2FWREHU�����������WKH�&RPSDQ\
V�%RDUG�RI�'LUHFWRUV�DGRSWHG�WKH�*LQNJR�%LRZRUNV�+ROGLQJV��,QF�������,QGXFHPHQW�3ODQ��WKH�³�����,QGXFHPHQW
3ODQ´���ZKLFK�LV�D�QRQ�VKDUHKROGHU�DSSURYHG�HTXLW\�LQFHQWLYH�SODQ�DGRSWHG�SXUVXDQW�WR�WKH

���

)���
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³LQGXFHPHQW�H[FHSWLRQ´�SURYLGHG�XQGHU�1<6(�/LVWHG�&RPSDQ\�0DQXDO�6HFWLRQ����$�����3XUVXDQW�WR�WKH�WHUPV�RI�WKH������,QGXFHPHQW�3ODQ��WKH
&RPSDQ\�PD\�JUDQW�QRQVWDWXWRU\�VWRFN�RSWLRQV��VWRFN�DSSUHFLDWLRQ�ULJKWV��UHVWULFWHG�VWRFN�XQLWV��UHVWULFWHG�VWRFN�DQG�RWKHU�VWRFN�EDVHG�DZDUGV�DV
DQ�LQGXFHPHQW�PDWHULDO�WR�LQGLYLGXDOV�EHLQJ�KLUHG�RU�UHKLUHG�IROORZLQJ�D�ERQD�ILGH�SHULRG�RI�LQWHUUXSWLRQ�RI�HPSOR\PHQW��DV�DQ�HPSOR\HH�RI�WKH
&RPSDQ\�RU�DQ\�RI�LWV�VXEVLGLDULHV��LQFOXGLQJ�LQ�FRQQHFWLRQ�ZLWK�D�PHUJHU�RU�DFTXLVLWLRQ��7KH�WHUPV�RI�WKH������,QGXFHPHQW�3ODQ�DUH�VXEVWDQWLDOO\
VLPLODU�WR�WKH�WHUPV�RI�WKH�&RPSDQ\¶V������,QFHQWLYH�$ZDUG�3ODQ��7KH�&RPSDQ\�KDV�UHVHUYHG���������VKDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN
�ZKLFK�PD\�EH�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN�RU�&ODVV�%�FRPPRQ�VWRFN��IRU�LVVXDQFH�XQGHU�WKH������,QGXFHPHQW�3ODQ��$V�RI�'HFHPEHU����������
��������VKDUHV�DUH�DYDLODEOH�IRU�IXWXUH�LVVXDQFH�XQGHU�WKH������,QGXFHPHQW�3ODQ�

�����,QFHQWLYH�$ZDUG�3ODQV

2Q�6HSWHPEHU�����������WKH������,QFHQWLYH�$ZDUG�3ODQ��WKH�³�����3ODQ´��EHFDPH�HIIHFWLYH��7KH������3ODQ�SURYLGHV�IRU�WKH�JUDQW�RI�VWRFN�RSWLRQV�
LQFOXGLQJ�LQFHQWLYH�VWRFN�RSWLRQV��³,62V´��DQG�QRQTXDOLILHG�VWRFN�RSWLRQV��VWRFN�DSSUHFLDWLRQ�ULJKWV��UHVWULFWHG�VWRFN��GLYLGHQG�HTXLYDOHQWV��568V
DQG�RWKHU�VWRFN�RU�FDVK�EDVHG�DZDUGV�WR�HPSOR\HHV��FRQVXOWDQWV�DQG�GLUHFWRUV�RI�*LQNJR�DQG�LWV�VXEVLGLDULHV�

7KH�DJJUHJDWH�QXPEHU�RI�VKDUHV�RI�FRPPRQ�VWRFN�DYDLODEOH�IRU�LVVXDQFH�XQGHU�WKH������3ODQ��ZKLFK�PD\�EH�LVVXHG�DV�&ODVV�$�FRPPRQ�VWRFN
DQG�RU�&ODVV�%�FRPPRQ�VWRFN��ZDV�LQLWLDOO\�����������VKDUHV��$V�RI�'HFHPEHU���������������������VKDUHV�DUH�DYDLODEOH�IRU�IXWXUH�LVVXDQFH�XQGHU�WKH
�����3ODQ��7KH�QXPEHU�RI�VKDUHV�RI�FRPPRQ�VWRFN�UHVHUYHG�IRU�LVVXDQFH�XQGHU�WKH������3ODQ�ZLOO�DXWRPDWLFDOO\�LQFUHDVH�IRU�WHQ�\HDUV�RQ�-DQXDU\��
RI�HDFK�\HDU�LQ�DQ�DPRXQW�HTXDO�WR�WKH�OHVVHU�RI��D�����RI�WKH�DJJUHJDWH�QXPEHU�RI�VKDUHV�RI�FRPPRQ�VWRFN�RXWVWDQGLQJ�RQ�WKH�ILQDO�GD\�RI�WKH
LPPHGLDWHO\�SUHFHGLQJ�FDOHQGDU�\HDU�DQG��E��VXFK�VPDOOHU�QXPEHU�RI�VKDUHV�DV�LV�GHWHUPLQHG�E\�WKH�%RDUG��7KH�PD[LPXP�QXPEHU�RI�VKDUHV�RI
FRPPRQ�VWRFN�WKDW�PD\�EH�LVVXHG�SXUVXDQW�WR�WKH�H[HUFLVH�RI�LQFHQWLYH�VWRFN�RSWLRQV�JUDQWHG�XQGHU�WKH������3ODQ�LV�����������VKDUHV��6KDUHV�LVVXHG
XQGHU�WKH������3ODQ�PD\�FRQVLVW�RI�DXWKRUL]HG�EXW�XQLVVXHG�VKDUHV��VKDUHV�SXUFKDVHG�RQ�WKH�RSHQ�PDUNHW�RU�WUHDVXU\�VKDUHV�

�����(PSOR\HH�6WRFN�3XUFKDVH�3ODQ

2Q�6HSWHPEHU�����������WKH������(PSOR\HH�6WRFN�3XUFKDVH�3ODQ��WKH�³(633´��EHFDPH�HIIHFWLYH��7KH�(633�DXWKRUL]HV��L��WKH�JUDQW�RI�RSWLRQV�WKDW�DUH
LQWHQGHG�WR�TXDOLI\�IRU�IDYRUDEOH�8�6��IHGHUDO�WD[�WUHDWPHQW�XQGHU�6HFWLRQ�����RI�WKH�,QWHUQDO�5HYHQXH�&RGH�RI�������WKH�³6HFWLRQ�����&RPSRQHQW´�
DQG��LL��WKH�JUDQW�RI�RSWLRQV�WKDW�DUH�QRW�LQWHQGHG�WR�EH�WD[�TXDOLILHG��WKH�³1RQ�6HFWLRQ�����&RPSRQHQW´���$OO�RI�WKH�&RPSDQ\¶V�HPSOR\HHV�DUH
H[SHFWHG�WR�EH�HOLJLEOH�WR�SDUWLFLSDWH�LQ�WKH�(633��+RZHYHU��ZLWK�UHVSHFW�WR�WKH�6HFWLRQ�����&RPSRQHQW��DQ�HPSOR\HH�PD\�QRW�EH�JUDQWHG�ULJKWV�WR
SXUFKDVH�VWRFN�XQGHU�WKH�(633�LI�WKH�HPSOR\HH��LPPHGLDWHO\�DIWHU�WKH�JUDQW��ZRXOG�RZQ��GLUHFWO\�RU�WKURXJK�DWWULEXWLRQ��VWRFN�SRVVHVVLQJ����RU
PRUH�RI�WKH�WRWDO�FRPELQHG�YRWLQJ�SRZHU�RU�YDOXH�RI�DOO�FODVVHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�

7KH�(633�LQLWLDOO\�SHUPLWV�WKH�&RPSDQ\�WR�GHOLYHU�XS�WR���������VKDUHV�RI�FRPPRQ�VWRFN�SXUVXDQW�WR�DZDUGV�LVVXHG�XQGHU�WKH�(633��ZKLFK�PD\�EH
&ODVV�$�FRPPRQ�VWRFN�DQG�RU�&ODVV�%�FRPPRQ�VWRFN��7KH�QXPEHU�RI�VKDUHV�RI�FRPPRQ�VWRFN�UHVHUYHG�IRU�LVVXDQFH�XQGHU�WKH�(633�ZLOO
DXWRPDWLFDOO\�LQFUHDVH�HDFK�-DQXDU\���E\�DQ�DPRXQW�HTXDO�WR�WKH�OHVVHU�RI��D�����RI�WKH�DJJUHJDWH�QXPEHU�RI�VKDUHV�RI�FRPPRQ�VWRFN�RXWVWDQGLQJ
RQ�WKH�ILQDO�GD\�RI�WKH�LPPHGLDWHO\�SUHFHGLQJ�FDOHQGDU�\HDU�DQG��E��VXFK�VPDOOHU�QXPEHU�RI�VKDUHV�DV�LV�GHWHUPLQHG�E\�WKH�%RDUG��SURYLGHG�WKDW�QR
PRUH�WKDQ�����������VKDUHV�PD\�EH�LVVXHG�XQGHU�WKH�6HFWLRQ�����&RPSRQHQW��3ULRU�WR�RU�LQ�FRQQHFWLRQ�ZLWK�LVVXLQJ�DQ\�VKDUHV�RI�FRPPRQ�VWRFN
XQGHU�WKH�(633��WKH�(633�DGPLQLVWUDWRU�PD\�FRQYHUW�DZDUGV�FRYHULQJ�VKDUHV�RI�&ODVV�%�FRPPRQ�VWRFN�WR�&ODVV�$�FRPPRQ�VWRFN��$V�RI�'HFHPEHU
����������QR�DZDUGV�KDYH�EHHQ�JUDQWHG�XQGHU�WKH�(633��DQG�����������VKDUHV�UHPDLQ�DYDLODEOH�IRU�IXWXUH�LVVXDQFH�

�����6WRFN�,QFHQWLYH�3ODQ

7KH������6WRFN�,QFHQWLYH�3ODQ��WKH�³�����3ODQ´��SURYLGHG�IRU�WKH�&RPSDQ\�WR�JUDQW�RSWLRQV��VWRFN�DSSUHFLDWLRQ�ULJKWV��UHVWULFWHG�VWRFN��UHVWULFWHG
VWRFN�XQLWV��³568V´��DQG�RWKHU�VWRFN�EDVHG�DZDUGV��)URP�DQG�DIWHU�WKH�HIIHFWLYH�GDWH�RI�WKH������,QFHQWLYH�$ZDUG�3ODQ��WKH�&RPSDQ\�FHDVHG
JUDQWLQJ�DZDUGV�XQGHU�WKH������3ODQ��+RZHYHU��WKH������3ODQ�FRQWLQXHV�WR�JRYHUQ�WKH�WHUPV�DQG�FRQGLWLRQV�RI�WKH�RXWVWDQGLQJ�DZDUGV�SUHYLRXVO\
JUDQWHG�WKHUHXQGHU��6KDUHV�RI�FRPPRQ�VWRFN�XQGHUO\LQJ�DQ\�DZDUGV�WKDW�DUH�IRUIHLWHG��FDQFHOOHG��UHSXUFKDVHG��RU�RWKHUZLVH�WHUPLQDWHG�E\�WKH
&RPSDQ\�XQGHU�WKH������3ODQ�ZLOO�EH�DGGHG�EDFN�WR�WKH�VKDUHV�DYDLODEOH�IRU�LVVXDQFH�XQGHU�WKH������,QFHQWLYH�$ZDUG�3ODQ�

7LPH�EDVHG�6WRFN�2SWLRQV

$OO�WLPH�EDVHG�RSWLRQV�RXWVWDQGLQJ�FRQVLVW�RI�DZDUGV�JUDQWHG�WR�QRQ�HPSOR\HH�GLUHFWRUV�DQG�DUH�RI�WZR�W\SHV���L��LQLWLDO�DZDUGV�JUDQWHG�WR�QHZO\
HOHFWHG�RU�DSSRLQWHG�GLUHFWRUV��ZKLFK�YHVW�LQ�WKUHH�HTXDO�DQQXDO�LQVWDOOPHQWV��DQG��LL��VXEVHTXHQW

)���
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DZDUGV��ZKLFK�YHVW�RQ�WKH�HDUOLHU�RI�WKH�ILUVW�DQQLYHUVDU\�RI�WKH�JUDQW�GDWH�RU�WKH�GD\�SULRU�WR�WKH�QH[W�DQQXDO�VKDUHKROGHU�PHHWLQJ��7KHVH�RSWLRQV
H[SLUH�QR�ODWHU�WKDQ�WHQ�\HDUV�IURP�WKH�JUDQW�GDWH��7KH�H[HUFLVH�SULFH�RI�HDFK�RSWLRQ�LV�HTXDO�WR�WKH�FORVLQJ�SULFH�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�RQ
WKH�GDWH�RI�JUDQW�

$�VXPPDU\�RI�WLPH�EDVHG�VWRFN�RSWLRQV�DFWLYLW\�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������LV�SUHVHQWHG�EHORZ�

1XPEHU�RI
6KDUHV

:HLJKWHG
$YHUDJH�([HUFLVH
3ULFH�SHU�6KDUH

:HLJKWHG�$YHUDJH
5HPDLQLQJ

&RQWUDFWXDO�7HUP
�LQ�\HDUV�

$JJUHJDWH
,QWULQVLF�9DOXH����

2XWVWDQGLQJ�DV�RI�'HFHPEHU��������� ������� � ������ �
*UDQWHG ������� ������ �
([HUFLVHG ��������� ����� �
)RUIHLWHG �������� ������
2XWVWDQGLQJ�DV�RI�'HFHPEHU��������� ������� ������ ���� � ����
([HUFLVDEOH�DV�RI�'HFHPEHU��������� ������ ������ ���� ��

7KH�DJJUHJDWH�LQWULQVLF�YDOXH�LV�FDOFXODWHG�DV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�&RPSDQ\
V�FORVLQJ�VWRFN�SULFH�RQ�WKH�ODVW�WUDGLQJ�GD\�RI�WKH�\HDU�DQG�WKH�H[HUFLVH
SULFHV��PXOWLSOLHG�E\�WKH�QXPEHU�RI�LQ�WKH�PRQH\�VWRFN�RSWLRQV�

7KH�WRWDO�LQWULQVLF�YDOXH�RI�RSWLRQV�H[HUFLVHG�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������ZDV������PLOOLRQ�������PLOOLRQ�DQG������
PLOOLRQ��UHVSHFWLYHO\��7KH�ZHLJKWHG�DYHUDJH�IDLU�YDOXH�RI�RSWLRQV�JUDQWHG�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU�����������������DQG������ZDV��������
�������DQG��������SHU�VKDUH��UHVSHFWLYHO\��DQG�ZDV�FDOFXODWHG�XVLQJ�WKH�IROORZLQJ�NH\�DVVXPSWLRQV�LQ�WKH�%ODFN�6FKROHV�RSWLRQ�SULFLQJ�PRGHO�

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

5LVN�IUHH�LQWHUHVW�UDWH ������ ������ ������
([SHFWHG�YRODWLOLW\ ���� ���� ����
([SHFWHG�WHUP��LQ�\HDUV� ��� ��� ���
'LYLGHQG�\LHOG ��� ��� ���

$V�RI�'HFHPEHU�����������WKHUH�ZDV������PLOOLRQ�RI�XQUHFRJQL]HG�FRPSHQVDWLRQ�H[SHQVH�UHODWHG�WR�RSWLRQV�UHFRJQL]DEOH�RYHU�D�ZHLJKWHG�DYHUDJH
SHULRG�RI�����\HDUV�

0DUNHW�EDVHG�6WRFN�2SWLRQV

,Q�$SULO�������WKH�&RPSDQ\�JUDQWHG�WR�HDFK�RI�WKH�&RPSDQ\
V�IRXU�IRXQGHUV�DQ�RSWLRQ�WR�SXUFKDVH�LQ�DJJUHJDWH���������VKDUHV�RI�*LQNJR
V�&ODVV�$
FRPPRQ�VWRFN�ZLWK�DQ�H[HUFLVH�SULFH�RI������SHU�VKDUH��VXEMHFW�ERWK�WR�WLPH�EDVHG�DQG�PDUNHW�EDVHG�YHVWLQJ�FULWHULD��WKH�³)RXQGHU�2SWLRQV´���7KH
PDUNHW�EDVHG�YHVWLQJ�LV�WLHG�WR�WKH�DFKLHYHPHQW�RI�IRXU�VSHFLILHG�VWRFN�SULFH�KXUGOHV�ZLWKLQ�D�ILYH�\HDU�SHULRG��ZLWK�����RI�WKH�)RXQGHU�2SWLRQV
YHVWLQJ�EDVHG�RQ�WKH�DFKLHYHPHQW�RI�D����FDOHQGDU�GD\�DYHUDJH�VWRFN�SULFH�RI�����������RI�WKH�)RXQGHU�2SWLRQV�YHVWLQJ�EDVHG�RQ�WKH�DFKLHYHPHQW
RI�D����FDOHQGDU�GD\�DYHUDJH�VWRFN�SULFH�RI�����������RI�WKH�)RXQGHU�2SWLRQV�YHVWLQJ�EDVHG�RQ�WKH�DFKLHYHPHQW�RI�D����FDOHQGDU�GD\�DYHUDJH
VWRFN�SULFH�RI������DQG�WKH�UHPDLQLQJ�����RI�WKH�)RXQGHU�2SWLRQV�YHVWLQJ�EDVHG�RQ�WKH�DFKLHYHPHQW�RI�D����FDOHQGDU�GD\�DYHUDJH�VWRFN�SULFH�RI
������,I�WKH�PDUNHW�EDVHG�FULWHULD�DUH�DFKLHYHG�GXULQJ�WKH�ILYH�\HDU�SHULRG��WKH�DZDUGV�ZLOO�YHVW�RQ�WKH�ILYH�\HDU�DQQLYHUVDU\�RI�WKH�JUDQW�GDWH�

���

)���



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

7KH�ZHLJKWHG�DYHUDJH�JUDQW�GDWH�IDLU�YDOXH�RI�WKH�RSWLRQV�JUDQWHG�ZDV�������SHU�VKDUH�DQG�ZDV�FDOFXODWHG�XVLQJ�D�0RQWH�&DUOR�VLPXODWLRQ�PRGHO
ZLWK�WKH�IROORZLQJ�DVVXPSWLRQV�

<HDU�(QGHG�'HFHPEHU
��������

5LVN�IUHH�LQWHUHVW�UDWH ����� �
([SHFWHG�YRODWLOLW\ ��� �
6XERSWLPDO�H[HUFLVH�PXOWLSOH ���
'LYLGHQG�\LHOG �� �

$V�RI�'HFHPEHU�����������WKHUH�ZDV������PLOOLRQ�RI�XQUHFRJQL]HG�FRPSHQVDWLRQ�H[SHQVH�UHODWHG�WR�WKH�PDUNHW�EDVHG�RSWLRQV�UHFRJQL]DEOH�RYHU�D
ZHLJKWHG�DYHUDJH�SHULRG�RI�����\HDUV�

5HVWULFWHG�6WRFN�8QLWV

568V�JUDQWHG�XQGHU�WKH������3ODQ�DUH�VXEMHFW�WR�WZR�YHVWLQJ�FRQGLWLRQV���L��D�VHUYLFH�EDVHG�YHVWLQJ�FRQGLWLRQ��JHQHUDOO\�VDWLVILHG�RYHU�IRXU�\HDUV
ZLWK�����RI�WKH�VKDUHV�YHVWLQJ�RQ�WKH�ILUVW�DQQLYHUVDU\�RI�WKH�JUDQW�GDWH�DQG�PRQWKO\�YHVWLQJ�WKHUHDIWHU��DQG��LL��D�SHUIRUPDQFH�EDVHG�YHVWLQJ
FRQGLWLRQ��ZKLFK�ZDV�PHW�LQ������LQ�FRQQHFWLRQ�ZLWK�WKH�&RPSDQ\
V�PHUJHU�ZLWK�651*��568V�JUDQWHG�XQGHU�WKH������3ODQ�DUH�VXEMHFW�RQO\�WR�WKH
VHUYLFH�EDVHG�YHVWLQJ�FRQGLWLRQ�

$�VXPPDU\�RI�568�DFWLYLW\�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������LV�SUHVHQWHG�EHORZ���

1XPEHU�RI�6KDUHV
:HLJKWHG�$YHUDJH�*UDQW�'DWH

)DLU�9DOXH
1RQYHVWHG�DV�RI�'HFHPEHU��������� ��������� � �������
*UDQWHG ��������� ������
9HVWHG ����������� �������
)RUIHLWHG ����������� ������
1RQYHVWHG�DV�RI�'HFHPEHU��������� ��������� ������ �

7KH�ZHLJKWHG�DYHUDJH�JUDQW�GDWH�IDLU�YDOXH�RI�568V�JUDQWHG�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������ZDV����������������DQG
���������UHVSHFWLYHO\��7KH�WRWDO�IDLU�YDOXH�RI�WKH�568V�WKDW�YHVWHG�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������ZDV��������PLOOLRQ�
�������PLOOLRQ�DQG����������PLOOLRQ��UHVSHFWLYHO\��7KH�WRWDO�DPRXQW�RI�VKDUH�EDVHG�OLDELOLWLHV�VHWWOHG�ZDV������PLOOLRQ�IRU�WKH�\HDU�HQGHG�'HFHPEHU����
�����

$V�RI�'HFHPEHU�����������WKHUH�ZDV��������PLOOLRQ�RI�XQUHFRJQL]HG�FRPSHQVDWLRQ�H[SHQVH�UHODWHG�WR�568V�UHFRJQL]DEOH�RYHU�D�ZHLJKWHG�DYHUDJH
SHULRG�RI�����\HDUV�

(DUQRXWV

(DUQRXW�VKDUHV�UHSUHVHQW�HTXLW\�DZDUGV��SULPDULO\�LQ�WKH�IRUP�RI�UHVWULFWHG�VWRFN��JUDQWHG�WR�H[LVWLQJ�HPSOR\HHV�RI�WKH�&RPSDQ\�DV�RI�WKH�FORVLQJ
GDWH�RI�WKH�&RPSDQ\
V�PHUJHU�ZLWK�651*�RQ�6HSWHPEHU�����������WKH�³&ORVLQJ�'DWH´���7KHVH�HDUQRXW�VKDUHV�DUH�VXEMHFW�WR�WKH�VDPH�WLPH�EDVHG
YHVWLQJ�DQG�SHUIRUPDQFH�FRQGLWLRQV��FKDQJH�LQ�FRQWURO�RU�DQ�LQLWLDO�SXEOLF�RIIHULQJ��DV�WKH�XQGHUO\LQJ�DZDUGV��LQFOXGLQJ�SURYLVLRQV�UHODWHG�WR
YHVWLQJ�DQG�WHUPLQDWLRQ��$GGLWLRQDOO\��WKH�HDUQRXW�VKDUHV�DUH�VXEMHFW�WR�D�PDUNHW�FRQGLWLRQ��ZKLFK�LV�VDWLVILHG�ZKHQ�WKH�WUDGLQJ�SULFH�RI�WKH
&RPSDQ\
V�FRPPRQ�VWRFN�LV�JUHDWHU�WKDQ�RU�HTXDO�WR������������������DQG������SHU�VKDUH�IRU�DQ\����WUDGLQJ�GD\V�ZLWKLQ�D����FRQVHFXWLYH�WUDGLQJ
GD\�SHULRG��RQ�RU�EHIRUH�WKH�ILIWK�DQQLYHUVDU\�RI�WKH�&ORVLQJ�'DWH��FROOHFWLYHO\��WKH�³(DUQRXW�7DUJHWV´���7KH�ILUVW�(DUQRXW�7DUJHW�RI������SHU�VKDUH
ZDV�DFKLHYHG�RQ�1RYHPEHU����������

)���



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

$�VXPPDU\�RI�DFWLYLW\�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����������IRU�WKH�HDUQRXW�VKDUHV�LV�SUHVHQWHG�EHORZ�

1XPEHU�RI�6KDUHV

:HLJKWHG�$YHUDJH
*UDQW�'DWH�)DLU

9DOXH
1RQYHVWHG�DV�RI�'HFHPEHU��������� ������� � �������
9HVWHG ������� �������
)RUIHLWHG ������� �������
1RQYHVWHG�DV�RI�'HFHPEHU��������� ������� �������

7KH�WRWDO�IDLU�YDOXH�RI�WKH�HDUQRXW�VKDUHV�WKDW�YHVWHG�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������ZDV������PLOOLRQ�������PLOOLRQ�DQG
������PLOOLRQ��UHVSHFWLYHO\�

$V�RI�'HFHPEHU�����������WKHUH�ZDV������PLOOLRQ�RI�XQUHFRJQL]HG�FRPSHQVDWLRQ�H[SHQVH�UHODWHG�WR�HDUQRXW�VKDUHV�UHFRJQL]DEOH�RYHU�D�ZHLJKWHG�
DYHUDJH�SHULRG�RI�����\HDUV�

����5HYHQXH�5HFRJQLWLRQ

'LVDJJUHJDWLRQ�RI�5HYHQXH

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�WKH�SHUFHQWDJH�RI�&HOO�(QJLQHHULQJ�UHYHQXHV�E\�LQGXVWU\�EDVHG�RQ�WRWDO�&HOO�(QJLQHHULQJ�UHYHQXH���

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

)RRG�DQG�QXWULWLRQ ���� ���� ���
3KDUPDFHXWLFDO�DQG�ELRWHFKQRORJ\ ��� ��� ���
$JULFXOWXUH ��� ��� ��
*RYHUQPHQW�DQG�GHIHQVH ��� �� ��
,QGXVWULDO�DQG�HQYLURQPHQW �� ��� ���
&RQVXPHU�DQG�WHFKQRORJ\ �� �� ���
7RWDO�&HOO�(QJLQHHULQJ�UHYHQXH ����� ����� �����

�

&HOO�(QJLQHHULQJ�UHYHQXH�LQFOXGHV�ERWK�FDVK�DQG�QRQ�FDVK�FRQVLGHUDWLRQ��7KH�QRQ�FDVK�FRQVLGHUDWLRQ�SULPDULO\�FRQVLVWV�RI�HTXLW\�UHFHLYHG�IURP
FXVWRPHUV�DV�SDUWLDO�RU�IXOO�SD\PHQW�LQ�FHUWDLQ�FRQWUDFWV��ZKLFK�LV�UHFRJQL]HG�DV�UHYHQXH�DV�VHUYLFHV�DUH�SURYLGHG�RU�XSRQ�FRQWUDFW�WHUPLQDWLRQ��7KH
&RPSDQ\�GLG�QRW�UHFHLYH�HTXLW\�DV�FRQVLGHUDWLRQ�IRU�DQ\�FXVWRPHU�FRQWUDFWV�HQWHUHG�LQWR�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������EXW�FRQWLQXHV
WR�UHFRJQL]H�UHYHQXH�IURP�SULRU�FRQWUDFWV��&HOO�(QJLQHHULQJ�UHYHQXH�UHFRJQL]HG�UHODWLQJ�WR�QRQ�FDVK�FRQVLGHUDWLRQ�ZDV�������PLOOLRQ��������PLOOLRQ�
DQG�������PLOOLRQ�IRU�WKH�\HDUV�HQGHG�'HFHPEHU�����������������DQG�������UHVSHFWLYHO\�

7KH�&RPSDQ\¶V�WRWDO�UHYHQXH�LV�GHULYHG�IURP�FXVWRPHUV�ORFDWHG�SULPDULO\�LQ�WKH�8QLWHG�6WDWHV��)RU�WKH�\HDUV�HQGHG�'HFHPEHU�����������������DQG
������WKH�&RPSDQ\¶V�UHYHQXH�IURP�FXVWRPHUV�ZLWKLQ�WKH�8QLWHG�6WDWHV�FRPSULVHG����������DQG������UHVSHFWLYHO\��RI�WRWDO�UHYHQXH�

&RQWUDFW�%DODQFHV

7KH�&RPSDQ\�UHFRJQL]HV�D�FRQWUDFW�DVVHW�ZKHQ�WKH�&RPSDQ\�WUDQVIHUV�JRRGV�RU�VHUYLFHV�WR�D�FXVWRPHU�EHIRUH�WKH�FXVWRPHU�SD\V�FRQVLGHUDWLRQ�RU
EHIRUH�SD\PHQW�LV�GXH��H[FOXGLQJ�DQ\�DPRXQWV�SUHVHQWHG�DV�DFFRXQWV�UHFHLYDEOH��7KH�&RPSDQ\�KDG�QR�FRQWUDFW�DVVHW�EDODQFHV�DV�RI�'HFHPEHU����
�����DQG�������7KH�&RPSDQ\¶V�DFFRXQWV�UHFHLYDEOH�FRQVLVWV�RI�ERWK�ELOOHG�DQG�XQELOOHG�DPRXQWV��8QELOOHG�UHFHLYDEOHV�DULVH�ZKHQ�UHYHQXH�LV
UHFRJQL]HG�LQ�H[FHVV�RI�LQYRLFHG�DPRXQWV�DQG�UHSUHVHQW�WKH�&RPSDQ\¶V�XQFRQGLWLRQDO�ULJKW�WR�FRQVLGHUDWLRQ�IRU�JRRGV�RU�VHUYLFHV�DOUHDG\
WUDQVIHUUHG�WR�WKH�FXVWRPHU��7KH�EDODQFH�RI�XQELOOHG�DFFRXQWV�UHFHLYDEOH��LQFOXGHG�LQ�DFFRXQWV�UHFHLYDEOH��QHW�LQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG
EDODQFH�VKHHWV��ZDV�������PLOOLRQ�DQG�������PLOOLRQ�DV�RI�'HFHPEHU����������DQG�������UHVSHFWLYHO\�

)���



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

&RQWUDFW�OLDELOLWLHV��RU�GHIHUUHG�UHYHQXH��SULPDULO\�FRQVLVW�RI�SD\PHQWV�UHFHLYHG�LQ�DGYDQFH�RI�SHUIRUPDQFH�XQGHU�WKH�FRQWUDFW�RU�ZKHQ�WKH�&RPSDQ\
KDV�DQ�XQFRQGLWLRQDO�ULJKW�WR�FRQVLGHUDWLRQ�XQGHU�WKH�WHUPV�RI�WKH�FRQWUDFW�EHIRUH�LW�WUDQVIHUV�JRRGV�RU�VHUYLFHV�WR�WKH�FXVWRPHU��7KH�&RPSDQ\¶V
FROODERUDWLYH�DUUDQJHPHQWV�ZLWK�LWV�LQYHVWHHV�DQG�UHODWHG�SDUWLHV�W\SLFDOO\�LQFOXGH�XSIURQW�SD\PHQWV�FRQVLVWLQJ�RI�FDVK�RU�QRQ�FDVK�FRQVLGHUDWLRQ
IRU�IXWXUH�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�DQG�QRQ�FDVK�FRQVLGHUDWLRQ�LQ�WKH�IRUP�RI�FRQYHUWLEOH�ILQDQFLDO�LQVWUXPHQWV�DQG�HTXLW\�VHFXULWLHV�IRU
OLFHQVHV�WKDW�ZLOO�EH�WUDQVIHUUHG�LQ�WKH�IXWXUH��7KH�&RPSDQ\�UHFRUGV�WKH�XSIURQW�FDVK�SD\PHQWV�DQG�IDLU�YDOXH�RI�WKH�FRQYHUWLEOH�ILQDQFLDO
LQVWUXPHQWV�DQG�HTXLW\�VHFXULWLHV�DV�GHIHUUHG�UHYHQXH�

7KH�&RPSDQ\�DOVR�LQYRLFHV�FXVWRPHUV�EDVHG�RQ�FRQWUDFWXDO�ELOOLQJ�VFKHGXOHV��ZKLFK�UHVXOWV�LQ�WKH�UHFRUGLQJ�RI�GHIHUUHG�UHYHQXH�WR�WKH�H[WHQW
SD\PHQW�LV�UHFHLYHG�SULRU�WR�WKH�&RPSDQ\¶V�SHUIRUPDQFH�RI�WKH�UHODWHG�VHUYLFHV��&RQWUDFW�OLDELOLWLHV�DUH�UHFRJQL]HG�DV�UHYHQXH�DV��RU�ZKHQ��WKH
&RPSDQ\�SHUIRUPV�XQGHU�WKH�FRQWUDFW�

'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�&RPSDQ\�UHFRJQL]HG�������PLOOLRQ�RI�UHYHQXH�WKDW�ZDV�LQFOXGHG�LQ�WKH�FRQWUDFW�OLDELOLWLHV�EDODQFH�RI
�������PLOOLRQ�DV�RI�'HFHPEHU�����������'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�&RPSDQ\�UHFRJQL]HG�������PLOOLRQ�RI�UHYHQXH�WKDW�ZDV
LQFOXGHG�LQ�WKH�FRQWUDFW�OLDELOLWLHV�EDODQFH�RI��������PLOOLRQ�DV�RI�'HFHPEHU����������

3HUIRUPDQFH�2EOLJDWLRQV

7KH�DJJUHJDWH�DPRXQW�RI�WKH�WUDQVDFWLRQ�SULFH�WKDW�ZDV�DOORFDWHG�WR�SHUIRUPDQFH�REOLJDWLRQV�WKDW�KDYH�QRW�\HW�EHHQ�VDWLVILHG�RU�DUH�SDUWLDOO\
VDWLVILHG�DV�RI�'HFHPEHU����������DQG������ZDV�������PLOOLRQ�DQG��������PLOOLRQ��UHVSHFWLYHO\��7KH�&RPSDQ\�KDV�HOHFWHG�WKH�SUDFWLFDO�H[SHGLHQW�QRW�WR
SURYLGH�WKH�UHPDLQLQJ�SHUIRUPDQFH�REOLJDWLRQ�GLVFORVXUHV�UHODWHG�WR�FRQWUDFWV�IRU�ZKLFK�WKH�&RPSDQ\�UHFRJQL]HV�UHYHQXH�RQ�D�FRVW�SOXV�EDVLV�LQ
WKH�DPRXQW�WR�ZKLFK�LW�KDV�WKH�ULJKW�WR�LQYRLFH��$V�RI�'HFHPEHU�����������DSSUR[LPDWHO\�������PLOOLRQ�RI�WKH�XQVDWLVILHG�RU�SDUWLDOO\�VDWLVILHG
SHUIRUPDQFH�REOLJDWLRQV�LV�H[SHFWHG�WR�EH�UHFRJQL]HG�DV�UHYHQXH�LQ�������EDVHG�RQ�WKH�SURMHFWHG�FXVWRPHU�SURJUDP�HQG�GDWH��������PLOOLRQ�EHWZHHQ
�����DQG�������DQG�������PLOOLRQ�EHWZHHQ������DQG������

:KHQ�D�PLOHVWRQH�VXEMHFW�WR�WKH�YDULDEOH�FRQVLGHUDWLRQ�FRQVWUDLQW�LV�DFKLHYHG��WKH�&RPSDQ\�XSGDWHV�LWV�HVWLPDWH�RI�WKH�WUDQVDFWLRQ�SULFH�WR�LQFOXGH
WKH�PLOHVWRQH�SD\PHQW�DQG�UHFRUGV�D�FXPXODWLYH�FDWFK�XS�LQ�UHYHQXH��)RU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKH�&RPSDQ\
UHFRUGHG������PLOOLRQ�������PLOOLRQ�DQG�������PLOOLRQ��UHVSHFWLYHO\��DV�FXPXODWLYH�FDWFK�XS�LQ�UHYHQXH��SULPDULO\�GXH�WR�WKH�UHFRJQLWLRQ�RI�SUHYLRXVO\
FRQVWUDLQHG�YDULDEOH�FRQVLGHUDWLRQ�UHODWHG�WR�PLOHVWRQHV�RU�D�FRQWUDFW�PRGLILFDWLRQ�

����6HJPHQW�,QIRUPDWLRQ

7KH�&RPSDQ\�RSHUDWHV�LQ�WZR�RSHUDWLQJ�DQG�UHSRUWDEOH�VHJPHQWV��&HOO�(QJLQHHULQJ�DQG�%LRVHFXULW\��7KLV�VWUXFWXUH�UHIOHFWV�WKH�&RPSDQ\
V�LQWHUQDO
PDQDJHPHQW�IUDPHZRUN�DQG�WKH�DSSURDFK�LWV�&2'0�XVHV�WR�HYDOXDWH�RSHUDWLQJ�UHVXOWV�DQG�DOORFDWH�UHVRXUFHV��7KH�&RPSDQ\¶V�UHSRUWDEOH�VHJPHQWV
DUH�GHVFULEHG�DV�IROORZV�

� &HOO�(QJLQHHULQJ�FRQVLVWV�RI�HQG�WR�HQG�FHOO�HQJLQHHULQJ�VROXWLRQV�DQG�FHOO�HQJLQHHULQJ�WRROV�RIIHULQJV�IRU�ELRORJLFDO�5	'��7KH�&RPSDQ\¶V
FHOO�HQJLQHHULQJ�SODWIRUP�LQFOXGHV�WZR�FRUH�DVVHWV��WKH�)RXQGU\��D�KLJKO\�HIILFLHQW�ELRORJ\�ODERUDWRU\�SRZHUHG�E\�SURSULHWDU\�ZRUNIORZV�
FXVWRP�VRIWZDUH��URERWLF�DXWRPDWLRQ��DQG�GDWD�VFLHQFH�DQG�DQDO\WLFV��DQG�WKH�&RGHEDVH��D�FROOHFWLRQ�RI�ELRORJLFDO�³SDUWV´�DQG�D�GDWDEDVH
RI�ELRORJLFDO�GDWD�XVHG�WR�SURJUDP�FHOOV��7KH�&HOO�(QJLQHHULQJ�VHJPHQW�LQFOXGHV�FRVWV�LQFXUUHG�IRU�WKH�GHYHORSPHQW��RSHUDWLRQ��H[SDQVLRQ
DQG�HQKDQFHPHQW�RI�WKH�)RXQGU\�DQG�&RGHEDVH��&HOO�(QJLQHHULQJ�UHYHQXH�LV�JHQHUDWHG�SULPDULO\�WKURXJK�VHUYLFH�IHHV�DQG�GRZQVWUHDP
YDOXH�VKDUH�LQ�WKH�IRUP�RI�PLOHVWRQH�SD\PHQWV��UR\DOWLHV�RU�HTXLW\�LQWHUHVWV�

� %LRVHFXULW\�FRQVLVWV�RI�WKH�&RPSDQ\¶V�ELRPRQLWRULQJ�DQG�ELRLQIRUPDWLFV�VXSSRUW�VHUYLFHV��RIIHUHG�WR�ERWK�JRYHUQPHQW�DQG�QRQ�
JRYHUQPHQW�FXVWRPHUV�WKURXJK�WKH�&RPSDQ\
V�WZR�FRUH�RIIHULQJV��&DQRS\�DQG�+RUL]RQ��%LRVHFXULW\�UHYHQXH�LV�JHQHUDWHG�IURP�IHHV�IRU
GDWD��DQDO\WLFV��DQG�VHUYLFHV��3ULRU�WR�������%LRVHFXULW\�UHYHQXH�DOVR�LQFOXGHG�VDOHV�RI�&29,'����GLDJQRVWLF�DQG�VDPSOH�FROOHFWLRQ�WHVW�NLWV�

7KH�&RPSDQ\
V�UHSRUWDEOH�VHJPHQWV�DUH�WKRVH�IRU�ZKLFK�GLVFUHWH�ILQDQFLDO�LQIRUPDWLRQ�LV�DYDLODEOH�DQG�ZKRVH�UHVXOWV�DUH�UHJXODUO\�SURYLGHG�WR�WKH
&RPSDQ\¶V�&2'0��FRQVLVWLQJ�RI�WKH�&KLHI�([HFXWLYH�2IILFHU�DQG�WKH�&KLHI�2SHUDWLQJ�2IILFHU��IRU�WKH�SXUSRVH�RI�DOORFDWLQJ�UHVRXUFHV�DQG�DVVHVVLQJ
ILQDQFLDO�SHUIRUPDQFH��7KH�&2'0�HYDOXDWHV�WKH�ILQDQFLDO�SHUIRUPDQFH�RI�WKH�&RPSDQ\¶V�VHJPHQWV�EDVHG�RQ�VHJPHQW�RSHUDWLQJ�LQFRPH��ORVV���7KH
&2'0�LV�SULPDULO\�SURYLGHG�ZLWK�WKH�VHJPHQW�RSHUDWLQJ�LQFRPH��ORVV��RQ�D�TXDUWHUO\�EDVLV��DV�ZHOO�DV�GXULQJ�WKH�DQQXDO�EXGJHWLQJ�DQG�IRUHFDVWLQJ
SURFHVV��DQG�XVHV�WKLV�LQIRUPDWLRQ�WR�PRQLWRU�WKH�&RPSDQ\¶V�SHUIRUPDQFH��LQFOXGLQJ�EXGJHW�WR�DFWXDO�UHVXOWV��DQG�WR�PDNH�GHFLVLRQV�DERXW�WKH
DOORFDWLRQ�RI�RSHUDWLQJ�DQG�FDSLWDO�UHVRXUFHV�WR�HDFK�VHJPHQW��)RU�PDQDJHPHQW�UHSRUWLQJ�SXUSRVHV��WKH
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&RPSDQ\¶V�PHDVXUH�RI�VHJPHQW�RSHUDWLQJ�LQFRPH��ORVV��H[FOXGHV�WKH�LPSDFW�RI�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH��GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ�
DVVHW�LPSDLUPHQW�FKDUJHV��UHVWUXFWXULQJ�FKDUJHV��FRVWV�DVVRFLDWHG�ZLWK�H[FHVV�VSDFH��WUDQVDFWLRQ�DQG�LQWHJUDWLRQ�FRVWV�DVVRFLDWHG�ZLWK�SODQQHG�
FRPSOHWHG�RU�WHUPLQDWHG�PHUJHUV�DQG�DFTXLVLWLRQV��DQG�DFTXLUHG�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV��7KH�&RPSDQ\�KDV�GHWHUPLQHG�LWV
VLJQLILFDQW�VHJPHQW�H[SHQVHV�DUH�FRVW�RI�UHYHQXH�IRU�%LRVHFXULW\��UHVHDUFK�DQG�GHYHORSPHQW�H[SHQVHV�IRU�&HOO�(QJLQHHULQJ��DQG�JHQHUDO�DQG
DGPLQLVWUDWLYH�H[SHQVHV�IRU�ERWK�VHJPHQWV��ZKLFK�DUH�UHJXODUO\�SURYLGHG�WR�WKH�&2'0�

7KH�&2'0�LV�QRW�SURYLGHG�ZLWK�DVVHW�LQIRUPDWLRQ�E\�VHJPHQW��WKHUHIRUH��VXFK�LQIRUPDWLRQ�LV�QRW�SUHVHQWHG��7KH�DFFRXQWLQJ�SROLFLHV�XVHG�WR
SUHSDUH�WKH�UHSRUWDEOH�VHJPHQWV�ILQDQFLDO�LQIRUPDWLRQ�DUH�WKH�VDPH�DV�WKRVH�XVHG�WR�SUHSDUH�WKH�&RPSDQ\¶V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

7KH�IROORZLQJ�WDEOH�SUHVHQWV�VXPPDU\�UHVXOWV�RI�WKH�&RPSDQ\¶V�UHSRUWDEOH�VHJPHQWV�DQG�D�UHFRQFLOLDWLRQ�RI�WRWDO�VHJPHQW�RSHUDWLQJ�ORVV�WR
FRQVROLGDWHG�ORVV�EHIRUH�LQFRPH�WD[HV��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

&HOO�(QJLQHHULQJ

5HYHQXH � �������� � �������� � ��������
&RVWV�DQG�RSHUDWLQJ�H[SHQVHV�
&RVW�RI�RWKHU�UHYHQXH ������ �� ��
5HVHDUFK�DQG�GHYHORSPHQW �������� �������� ��������
*HQHUDO�DQG�DGPLQLVWUDWLYH �������� �������� ��������

&HOO�(QJLQHHULQJ�RSHUDWLQJ�ORVV ��������� ��������� ���������
%LRVHFXULW\
6HUYLFH�UHYHQXH ������� ������� ��������
3URGXFW�UHYHQXH �� ������� �������
&RVWV�DQG�RSHUDWLQJ�H[SHQVH�
&RVW�RI�%LRVHFXULW\�VHUYLFH�UHYHQXH ������� ������� ��������
&RVW�RI�%LRVHFXULW\�SURGXFW�UHYHQXH �� ������ �������
5HVHDUFK�DQG�GHYHORSPHQW ���� ������ ������
*HQHUDO�DQG�DGPLQLVWUDWLYH ������� ������� �������

%LRVHFXULW\�RSHUDWLQJ��ORVV��LQFRPH �������� ������� �������
7RWDO�VHJPHQW�RSHUDWLQJ�ORVV ��������� ��������� ���������
5HFRQFLOLQJ�LWHPV�WR�UHFRQFLOH�WRWDO�VHJPHQW�RSHUDWLQJ�ORVV�WR�ORVV�EHIRUH�LQFRPH�WD[HV�
6WRFN�EDVHG�FRPSHQVDWLRQ� �������� �������� ����������
,PSDLUPHQW�H[SHQVH� ������� �������� ��
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ ������� ������� �������
5HVWUXFWXULQJ�FKDUJHV� ������� �� ��
&DUU\LQJ�FRVW�RI�H[FHVV�VSDFH��QHW�RI�VXEOHDVH�LQFRPH�� ������� �� ��
0HUJHU�DQG�DFTXLVLWLRQ�UHODWHG�H[SHQVHV� ������ ������� �������
$FTXLUHG�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW ������� ������ ������
2WKHU��LQFRPH��H[SHQVH��QHW� ������� ������� ��������
/RVV�EHIRUH�LQFRPH�WD[HV � ��������� � ��������� � �����������

��� ,QFOXGHV������PLOOLRQ�������PLOOLRQ��DQG�������PLOOLRQ�LQ�UHODWHG�HPSOR\HU�SD\UROO�WD[HV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU�����������������DQG�������UHVSHFWLYHO\�

��� )RU�������LQFOXGHV�������PLOOLRQ�UHODWHG�WR�JRRGZLOO�LPSDLUPHQW�DQG������PLOOLRQ�UHODWHG�WR�ODE�HTXLSPHQW��)RU�������LQFOXGHV�D�������PLOOLRQ�LPSDLUPHQW�ORVV
RQ�ODE�HTXLSPHQW�DQG�D�������PLOOLRQ�LPSDLUPHQW�ORVV�RQ�OHDVH�DVVHWV�DVVRFLDWHG�ZLWK�DQ�H[LWHG�=\PHUJHQ�OHDVHG�IDFLOLW\�

��� 6HH�1RWH����5HVWUXFWXULQJ��IRU�FRPSRVLWLRQ�RI�FRVWV�

���

���

���

���

���

���
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��� 7KH�FDUU\LQJ�FRVW�RI�H[FHVV�VSDFH�LQFOXGHV�EDVH�UHQW��FRPPRQ�DUHD�PDLQWHQDQFH�FKDUJHV��DQG�UHDO�HVWDWH�WD[HV�DVVRFLDWHG�ZLWK�IDFLOLWLHV�WKH�&RPSDQ\�LV�QRW
RFFXS\LQJ��QHW�RI�DQ\�VXEOHDVH�LQFRPH�IURP�WKHVH�VSDFHV�

��� 5HSUHVHQWV�WUDQVDFWLRQ�DQG�LQWHJUDWLRQ�FRVWV�GLUHFWO\�UHODWHG�WR�PHUJHUV�DQG�DFTXLVLWLRQV��LQFOXGLQJ���L��GXH�GLOLJHQFH��OHJDO��FRQVXOWLQJ�DQG�DFFRXQWLQJ�IHHV
DVVRFLDWHG�ZLWK�DFTXLVLWLRQV���LL��SRVW�DFTXLVLWLRQ�HPSOR\HH�UHWHQWLRQ�ERQXVHV�DQG�VHYHUDQFH�SD\PHQWV���LLL��WKH�IDLU�YDOXH�DGMXVWPHQWV�WR�FRQWLQJHQW
FRQVLGHUDWLRQ�OLDELOLWLHV�UHVXOWLQJ�IURP�DFTXLVLWLRQV��DQG��LY��FRVWV�DVVRFLDWHG�ZLWK�WKH�=\PHUJHQ�%DQNUXSWF\��DV�ZHOO�DV�VHFXULWLHV�OLWLJDWLRQ�FRVWV��QHW�RI
LQVXUDQFH�UHFRYHU\�

��� ,QFOXGHV�LQWHUHVW�LQFRPH��LQWHUHVW�H[SHQVH��ORVV�RQ�LQYHVWPHQWV��ORVVHV�JDLQV�RQ�GHFRQVROLGDWLRQ�RI�VXEVLGLDULHV��FKDQJHV�LQ�IDLU�YDOXH�RI�FHUWDLQ�DVVHWV�DQG
OLDELOLWLHV��DQG�RWKHU�JDLQV�RU�ORVVHV�

����6LJQLILFDQW�&ROODERUDWLRQ�7UDQVDFWLRQV�ZLWK�5HODWHG�3DUWLHV

%LRP(GLW��//&

,Q�$SULO�������WKH�&RPSDQ\��DORQJ�ZLWK�RQH�RI�LWV�LQYHVWRUV�DQG�WKLUG�SDUW\�LQYHVWRUV��LQFOXGLQJ�(ODQFR�$QLPDO�+HDOWK�,QF���³(ODQFR´���ODXQFKHG
%LRP(GLW��//&��³%LRP(GLW´���D�PLFURELRPH�LQQRYDWLRQ�FRPSDQ\�WKDW�LQWHQGV�WR�GLVFRYHU��GHVLJQ�DQG�GHYHORS�QRYHO�SURELRWLFV��PLFURELRPH�GHULYHG
ELRDFWLYHV�DQG�HQJLQHHUHG�PLFURELDO�PHGLFLQHV�LQ�WKH�ILHOG�RI�DQLPDO�KHDOWK��&RQFXUUHQWO\�ZLWK�WKH�ODXQFK��WKH�&RPSDQ\�HQWHUHG�LQWR��L��DQ
,QWHOOHFWXDO�3URSHUW\�&RQWULEXWLRQ�$JUHHPHQW��³%LRP(GLW�,3�$JUHHPHQW´��WKDW�JUDQWHG�%LRP(GLW�D�OLFHQVH�WR�FHUWDLQ�RI�WKH�&RPSDQ\¶V�LQWHOOHFWXDO
SURSHUW\���LL��D�7HFKQLFDO�'HYHORSPHQW�$JUHHPHQW��³%LRP(GLW�7'$´��WKDW�HVWDEOLVKHV�WKH�WHUPV�XQGHU�ZKLFK�WKH�&RPSDQ\�ZLOO�SURYLGH�WHFKQLFDO
UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV��DQG��LLL��D�&RPPRQ�8QLW�,VVXDQFH�$JUHHPHQW��³%LRP(GLW�&8,$´��ZKLFK�FRPSHQVDWHV�WKH�&RPSDQ\�IRU�LWV
LQWHOOHFWXDO�SURSHUW\�FRQWULEXWLRQ��&RQWHPSRUDQHRXV�ZLWK�WKHVH�DJUHHPHQWV��%LRP(GLW�HQWHUHG�LQWR�D�6HULHV�$�3UHIHUUHG�8QLW�3XUFKDVH�$JUHHPHQW
XQGHU�ZKLFK�LW�VROG�����PLOOLRQ�6HULHV�$�SUHIHUUHG�XQLWV�WR�RQH�RI�WKH�&RPSDQ\¶V�LQYHVWRUV�DQG�D�WKLUG�SDUW\�LQYHVWRU��IRU�DJJUHJDWH�SURFHHGV�RI
DSSUR[LPDWHO\�������PLOOLRQ��$IWHU�WKH�LQLWLDO�FORVLQJ��%LRP(GLW�PD\�LVVXH�XS�WR�DQ�DGGLWLRQDO�����PLOOLRQ�6HULHV�$�SUHIHUUHG�XQLWV��WKH�³$GGLWLRQDO
8QLWV´��WR�RQH�RU�PRUH�SXUFKDVHUV�UHDVRQDEO\�DFFHSWDEOH�WR�WKH�H[LVWLQJ�KROGHUV�RI�6HULHV�$�SUHIHUUHG�XQLWV��,Q�D�VXEVHTXHQW�FORVLQJ�LQ������
%LRP(GLW�VROG�����PLOOLRQ�$GGLWLRQDO�8QLWV�IRU�DJJUHJDWH�SURFHHGV�RI������PLOOLRQ�DQG�FORVHG�LWV�6HULHV�$�SUHIHUUHG�XQLW�ILQDQFLQJ�

8QGHU�WKH�%LRP(GLW�,3�$JUHHPHQW��WKH�&RPSDQ\�OLFHQVHG�FHUWDLQ�LQWHOOHFWXDO�SURSHUW\�WR�%LRP(GLW�IRU�XVH�LQ�WKH�GHYHORSPHQW�RU�SURGXFWLRQ�RI
%LRP(GLW¶V�SURGXFWV�WKDW�WKH�SDUWLHV�ZLOO�VXEVHTXHQWO\�DJUHH�WR�UHVHDUFK�DQG�GHYHORS�XQGHU�WHFKQLFDO�GHYHORSPHQW�SODQV��³7'3´���7KH�OLFHQVH
ULJKWV�SURYLGH�%LRP(GLW�ZLWK�WKH�DELOLW\�WR�FRPPHUFLDOL]H�WKH�VSHFLILHG�SURGXFWV�IURP�WKH�FRUUHVSRQGLQJ�7'3�XQGHU�WKH�%LRP(GLW�7'$��,Q�UHWXUQ�IRU
WKH�OLFHQVH�WR�WKH�LQWHOOHFWXDO�SURSHUW\��%LRP(GLW�LVVXHG�WKH�&RPSDQ\�����PLOOLRQ�FRPPRQ�XQLWV�XSRQ�H[HFXWLRQ�RI�WKH�%LRP(GLW�&8,$��ZLWK����
PLOOLRQ�RI�WKRVH�XQLWV�VXEMHFW�WR�IRUIHLWXUH�LQ�WKH�HYHQW�%LRP(GLW�GRHV�QRW�VHOO�DOO�RI�WKH�$GGLWLRQDO�8QLWV��8QGHU�WKH�%LRP(GLW�7'$��WKH�SDUWLHV
MRLQWO\�DJUHH�RQ�7'3V��WKURXJK�HTXDO�UHSUHVHQWDWLRQ�RQ�D�MRLQW�VWHHULQJ�FRPPLWWHH��XQGHU�ZKLFK�WKH�&RPSDQ\�ZLOO�SHUIRUP�DJUHHG�XSRQ�UHVHDUFK
DQG�GHYHORSPHQW�VHUYLFHV�LQ�UHWXUQ�IRU�FRQVLGHUDWLRQ�RQ�D�IL[HG�IHH�RU�FRVW�SOXV�EDVLV�IRU�DOO�VHUYLFHV�SURYLGHG�

$FFRXQWLQJ�$QDO\VLV��

7KH�FRPPRQ�XQLW�LQYHVWPHQW�LQ�%LRP(GLW�LV�FRQVLGHUHG�DQ�HTXLW\�PHWKRG�LQYHVWPHQW�DV�D�UHVXOW�RI�WKH�&RPSDQ\¶V�DELOLW\�WR�H[HUFLVH�VLJQLILFDQW
LQIOXHQFH�RYHU�%LRP(GLW¶V�ILQDQFLDO�DQG�RSHUDWLQJ�SROLFLHV�WKURXJK�LWV�RZQHUVKLS�RI�FRPPRQ�XQLWV��7KH�LQLWLDO�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG
LQYHVWPHQW�LQ�%LRP(GLW�LV�WKH�IDLU�YDOXH�RI�WKH�QRQIRUIHLWDEOH�FRPPRQ�XQLWV�RI������PLOOLRQ�UHFHLYHG�LQ�H[FKDQJH�IRU�WKH�%LRP(GLW�,3�$JUHHPHQW
ZKLFK��DV�GLVFXVVHG�EHORZ��LV�EHLQJ�DFFRXQWHG�IRU�DV�QRQ�FDVK�FRQVLGHUDWLRQ�XQGHU�$6&������7KH�&RPSDQ\�GHWHUPLQHG�WKDW�WKH�����PLOOLRQ�FRPPRQ
XQLWV�KHOG�E\�*LQNJR�VXEMHFW�WR�IRUIHLWXUH�DUH�FRQVLGHUHG�YDULDEOH�FRQVLGHUDWLRQ�WKDW�LV�IXOO\�FRQVWUDLQHG�DW�FRQWUDFW�LQFHSWLRQ�XQWLO�WKH
FRQWLQJHQFLHV�UHODWHG�WR�WKH�LVVXDQFH�RI�WKH�DGGLWLRQDO�VKDUHV�DUH�UHVROYHG��8SRQ�WKH�FORVLQJ�RI�%LRP(GLW
V�6HULHV�$�SUHIHUUHG�XQLW�ILQDQFLQJ�LQ������
*LQNJR�IRUIHLWHG�����PLOOLRQ�FRPPRQ�XQLWV�DQG�UHWDLQHG�����PLOOLRQ�FRPPRQ�XQLWV�IRU�WRWDO�FRQVLGHUDWLRQ�RI������PLOOLRQ��7KH�IDLU�YDOXH�RI�%LRP(GLW¶V
FRPPRQ�XQLWV�ZDV�GHWHUPLQHG�DW�LQFHSWLRQ�RI�WKH�DJUHHPHQWV�XVLQJ�WKH�RSWLRQ�SULFLQJ�PHWKRG��7KH�RSWLRQ�SULFLQJ�PHWKRG�XVHG�D�EDFN�VROYH
PHWKRGRORJ\�WR�LQIHU�WKH�WRWDO�HTXLW\�YDOXH�EDVHG�RQ�WKH�SULFLQJ�RI�WKH�6HULHV�$�SUHIHUUHG�XQLW�ILQDQFLQJ��ZKLFK�ZDV�FRQWHPSRUDQHRXV�ZLWK�WKH
%LRP(GLW�,3�$JUHHPHQW�

7KH�6HULHV�$�SUHIHUUHG�XQLWV�LVVXHG�E\�%LRP(GLW�UHFHLYH�D�OLTXLGDWLRQ�SUHIHUHQFH�SULRU�WR�FRPPRQ�XQLWV��$V�VXFK��WKH�&RPSDQ\�FRQFOXGHG�WKDW�WKLV
UHSUHVHQWV�D�VXEVWDQWLYH�SURILW�VKDULQJ�DUUDQJHPHQW��DQG�WKH�&RPSDQ\�LV�UHFRJQL]LQJ�HDUQLQJV�DQG�ORVVHV�RQ�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�XVLQJ
WKH�+/%9�PHWKRG��7KH�&RPSDQ\�UHFRUGHG�D������PLOOLRQ�ORVV�RQ�LWV�HTXLW\�PHWKRG�LQYHVWPHQW�LQ�%LRP(GLW�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����
������ZKLFK�UHGXFHG�WKH�FDUU\LQJ�YDOXH�RI�WKH
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HTXLW\�PHWKRG�LQYHVWPHQW�LQ�%LRP(GLW�WR�]HUR��7KHUH�LV�QR�FRPPLWPHQW�IRU�WKH�&RPSDQ\�WR�SURYLGH�IXUWKHU�ILQDQFLDO�VXSSRUW�WR�%LRP(GLW��DQG
WKHUHIRUH�WKH�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�ZLOO�QRW�EH�UHGXFHG�EHORZ�]HUR�

7KH�UHODWLRQVKLS�ZLWK�%LRP(GLW�LV�D�YHQGRU�FXVWRPHU�UHODWLRQVKLS�DQG�LV�ZLWKLQ�WKH�VFRSH�RI�$6&������DV�WKH�SURYLVLRQ�RI�VHUYLFHV�DQG
FRUUHVSRQGLQJ�OLFHQVH�ULJKWV�DUH�FRQVLGHUHG�D�SDUW�RI�WKH�&RPSDQ\¶V�RUGLQDU\�DFWLYLWLHV��7KH�FRPPRQ�XQLWV�LVVXHG�WR�WKH�&RPSDQ\�UHSUHVHQW�QRQ�
FDVK�FRQVLGHUDWLRQ��:KLOH�WKH�%LRP(GLW�7'$�KDV�EHHQ�H[HFXWHG�E\�WKH�SDUWLHV�DQG�SURYLGHV�WKH�SD\PHQW�WHUPV�IRU�IXWXUH�VHUYLFHV��WKH�%LRP(GLW
7'$�GRHV�QRW�SURYLGH�IRU�DQ\�WUDQVIHU�RI�JRRGV�RU�VHUYLFHV�EHWZHHQ�WKH�SDUWLHV��+RZHYHU��WKH�&RPSDQ\�ZLOO�SURYLGH�OLFHQVHV�DQG�VHUYLFHV�XSRQ
H[HFXWLRQ�RI�WKH�FRQWHPSODWHG�7'3V��$FFRUGLQJO\��WKH�&RPSDQ\�FRQFOXGHG�WKDW�WKH�%LRP(GLW�7'$��LQ�FRPELQDWLRQ�ZLWK�WKH�%LRP(GLW�&8,$��PHW
WKH�GHILQLWLRQ�RI�D�FRQWUDFW�XQGHU�$6&������(DFK�7'3�H[HFXWHG�XQGHU�WKH�%LRP(GLW�7'$�ZLOO�EH�DFFRXQWHG�IRU�LQ�DFFRUGDQFH�ZLWK�$6&�����

7KH�&RPSDQ\¶V�SHUIRUPDQFH�REOLJDWLRQV�XQGHU�WKH�%LRP(GLW�7'$�FRQVLVW�RI�IRXU�PDWHULDO�ULJKWV�WR�IXWXUH�WHFKQLFDO�UHVHDUFK�DQG�GHYHORSPHQW
VHUYLFHV�DQG�FRPPHUFLDO�OLFHQVHV�XQGHU�LQGLYLGXDO�7'3V�WKDW�WKH�&RPSDQ\�H[SHFWV�WR�H[HFXWH��7KH�PDWHULDO�ULJKWV�UHSUHVHQW�DQ�DGYDQFH�SD\PHQW
IRU�WKH�OLFHQVH�ULJKWV��ZKLFK�ZLOO�EH�JUDQWHG�XSRQ�WKH�H[HFXWLRQ�RI�IXWXUH�7'3V��$V�WKHUH�LV�QR�DGGLWLRQDO�SD\PHQW�IRU�WKHVH�OLFHQVH�ULJKWV�ZKHQ
IXWXUH�7'3V�DUH�H[HFXWHG��WKH�&RPSDQ\�KDV�GHWHUPLQHG�WKDW�WKHUH�LV�D�PDWHULDO�ULJKW�DVVRFLDWHG�ZLWK�HDFK�RI�WKH�FRQWHPSODWHG�7'3V�XQGHU�WKH
%LRP(GLW�7'$��7KH�&RPSDQ\�KDV�DOORFDWHG�DSSUR[LPDWHO\������PLOOLRQ�RI�WKH�XSIURQW�QRQ�FDVK�FRQVLGHUDWLRQ�WR�HDFK�RI�WKH�IRXU�PDWHULDO�ULJKWV
EDVHG�RQ�WKH�HVWLPDWHG�VWDQGDORQH�VHOOLQJ�SULFH�RI�WKH�SHUIRUPDQFH�REOLJDWLRQV��,Q�������WKH�DGGLWLRQDO������PLOOLRQ�RI�QRQ�FDVK�FRQVLGHUDWLRQ��ZKLFK
UHSUHVHQWV�SUHYLRXVO\�FRQVWUDLQHG�YDULDEOH�FRQVLGHUDWLRQ��ZDV�DOORFDWHG�WR�HDFK�RI�WKH�IRXU�SHUIRUPDQFH�REOLJDWLRQV�XQGHU�WKH�DUUDQJHPHQW�ZLWK
%LRP(GLW�RI������PLOOLRQ�HDFK�FRQVLVWHQW�ZLWK�WKH�LQLWLDO�UHODWLYH�VHOOLQJ�SULFH�DOORFDWLRQ�

8SRQ�WKH�H[HFXWLRQ�RI�D�7'3�XQGHUO\LQJ�D�PDWHULDO�ULJKW��WKH�&RPSDQ\�LV�REOLJDWHG�WR�SURYLGH�WHFKQLFDO�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�XQGHU
WKH�7'3�DQG�D�OLFHQVH�WR�DSSOLFDEOH�SDWHQWV�DQG�RWKHU�LQWHOOHFWXDO�SURSHUW\�GHVLJQHG�DQG�GHYHORSHG�XQGHU�WKH�7'3��7KH�WHFKQLFDO�UHVHDUFK�DQG
GHYHORSPHQW�VHUYLFHV�DQG�OLFHQVH�SURYLGHG�XQGHU�D�7'3�DUH�KLJKO\�LQWHUGHSHQGHQW�DQG�LQWHUUHODWHG�ZLWK�RQH�DQRWKHU��:LWKRXW�WKH�&RPSDQ\¶V
NQRZOHGJH��H[SHUWLVH��DQG�SODWIRUP��WKHUH�ZRXOG�QRW�EH�D�OLFHQVDEOH�VWUDLQ�RU�RWKHU�FRPPHUFLDOL]DEOH�SURGXFW�WR�WUDQVIHU�WR�%LRP(GLW��)XUWKHU�
%LRP(GLW�KDV�ULJKWV�WR�LQWHOOHFWXDO�SURSHUW\�FUHDWHG�DV�SDUW�RI�HDFK�7'3��LUUHVSHFWLYH�RI�WKH�UHVXOW�RI�WKH�GHYHORSPHQW��7KHUHIRUH��HDFK�H[HFXWHG�7'3
XQGHUO\LQJ�D�PDWHULDO�ULJKW�FRQVLVWV�RI�RQH�FRPELQHG�SHUIRUPDQFH�REOLJDWLRQ�IRU�WKH�WHFKQLFDO�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�DQG�OLFHQVH�WR�EH
SURYLGHG�E\�WKH�&RPSDQ\�

)RU�HDFK�7'3�XQGHUO\LQJ�D�PDWHULDO�ULJKW��WKH�WUDQVDFWLRQ�SULFH�FRQVLVWV�RI��L��HLWKHU�D�IL[HG�IHH�RU��LI�D�FRVW�SOXV�DUUDQJHPHQW��YDULDEOH�FRQVLGHUDWLRQ
IRU�WKH�PRVW�OLNHO\�DPRXQW�RI�HVWLPDWHG�FRQVLGHUDWLRQ�WR�EH�UHFHLYHG�DQG��LL��QRQ�FDVK�FRQVLGHUDWLRQ�DOORFDWHG�WR�WKH�PDWHULDO�ULJKWV��$V�WKH�VHUYLFHV
SHUIRUPHG�E\�WKH�&RPSDQ\�XQGHU�D�7'3�FUHDWH�RU�HQKDQFH�DQ�DVVHW�WKDW

%LRP(GLW�FRQWUROV�DV�WKH�DVVHW�LV�FUHDWHG�RU�HQKDQFHG��WKH�&RPSDQ\�VDWLVILHV�WKH�SHUIRUPDQFH�REOLJDWLRQ�DQG�UHFRJQL]HV�UHYHQXH�RYHU�WLPH��7KH
&RPSDQ\�XVHV�DQ�LQSXW�PHWKRG�WKDW�FRPSDUHV�WRWDO�FRVWV�LQFXUUHG�UHODWLYH�WR�WRWDO�HVWLPDWHG�FRVW�WR�FRPSOHWH�WR�HVWLPDWH�SURJUHVV�XQGHU�WKH
FRQWUDFW��$Q\�UHYLVLRQV�WR�WKH�HVWLPDWHG�WRWDO�EXGJHWHG�FRVWV�WR�FRPSOHWH��DQG�WKH�UHVXOWLQJ�LPSDFW�RQ�UHYHQXH�UHFRJQLWLRQ��DUH�UHIOHFWHG�LQ�WKH
SHULRG�RI�WKH�FKDQJH�WKURXJK�D�FXPXODWLYH�FDWFK�XS�DGMXVWPHQW�

$V�RI�'HFHPEHU����������DQG�������WKH�&RPSDQ\�KDG�D�GHIHUUHG�UHYHQXH�EDODQFH�RI������PLOOLRQ�DQG������PLOOLRQ��UHVSHFWLYHO\��ZLWK�%LRP(GLW��'XULQJ
WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKH�&RPSDQ\�UHFRJQL]HG�UHYHQXH�RI������PLOOLRQ�������PLOOLRQ�DQG������PLOOLRQ��UHVSHFWLYHO\��IURP
VHUYLFHV�SURYLGHG�WR�%LRP(GLW�

$UFDHD��//&

6XPPDU\�RI�$UUDQJHPHQW

$UFDHD�ZDV�IRUPHG�LQ�0DUFK������WR�IRFXV�RQ�WKH�DSSOLFDWLRQ�RI�V\QWKHWLF�ELRORJ\�LQ�WKH�SHUVRQDO�FDUH�SURGXFWV�LQGXVWU\��,Q�0DUFK�������WKH
&RPSDQ\�HQWHUHG�LQWR��L��DQ�,QWHOOHFWXDO�3URSHUW\�&RQWULEXWLRQ�$JUHHPHQW��³$UFDHD�,3�$JUHHPHQW´��WKDW�JUDQWHG�$UFDHD�D�OLFHQVH�WR�FHUWDLQ�RI�WKH
&RPSDQ\¶V�LQWHOOHFWXDO�SURSHUW\���LL��D�7HFKQLFDO�'HYHORSPHQW�$JUHHPHQW��³$UFDHD�7'$´��WKDW�HVWDEOLVKHV�WKH�WHUPV�XQGHU�ZKLFK�WKH�&RPSDQ\�ZLOO
SURYLGH�WHFKQLFDO�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV��DQG��LLL��D�&RPPRQ�8QLW�,VVXDQFH�$JUHHPHQW��³$UFDHD�&8,$´��ZKLFK�FRPSHQVDWHV�WKH
&RPSDQ\�IRU�LWV�LQWHOOHFWXDO�SURSHUW\�FRQWULEXWLRQ��&RQWHPSRUDQHRXV�ZLWK�WKHVH�WUDQVDFWLRQV��$UFDHD�HQWHUHG�LQWR�D�6HULHV�$�3UHIHUUHG�8QLW
3XUFKDVH�$JUHHPHQW�XQGHU�ZKLFK�LW�VROG�����PLOOLRQ�6HULHV�$�SUHIHUUHG�XQLWV�WR�FHUWDLQ�RI�WKH�&RPSDQ\¶V�LQYHVWRUV��IRU

)���



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

DJJUHJDWH�SURFHHGV�RI�DSSUR[LPDWHO\�������PLOOLRQ��7KH�6HULHV�$�3UHIHUUHG�8QLW�3XUFKDVH�$JUHHPHQW�SURYLGHG�IRU�WKH�VDOH�DQG�LVVXDQFH�RI�XS�WR�DQ
DGGLWLRQDO�����PLOOLRQ�6HULHV�$�SUHIHUUHG�XQLWV�VXEVHTXHQW�WR�WKH�LQLWLDO�FORVLQJ��,Q�VXEVHTXHQW�FORVLQJV�GXULQJ�������$UFDHD�LVVXHG�DQ�DGGLWLRQDO����
PLOOLRQ�6HULHV�$�SUHIHUUHG�XQLWV�WR�H[LVWLQJ�DQG�WKLUG�SDUW\�LQYHVWRUV�IRU�DJJUHJDWH�SURFHHGV�RI�DSSUR[LPDWHO\�������PLOOLRQ�DQG�FORVHG�LWV�6HULHV�$
SUHIHUUHG�XQLW�ILQDQFLQJ��$V�D�UHVXOW��WKH�&RPSDQ\�UHFHLYHG�DQ�DGGLWLRQDO�����PLOOLRQ�FRPPRQ�XQLWV�LQ�$UFDHD�IRU�WRWDO�FRQVLGHUDWLRQ�RI�������PLOOLRQ�

8QGHU�WKH�$UFDHD�,3�$JUHHPHQW��WKH�&RPSDQ\�OLFHQVHG�FHUWDLQ�LQWHOOHFWXDO�SURSHUW\�WR�$UFDHD�IRU�XVH�LQ�WKH�GHYHORSPHQW�RU�SURGXFWLRQ�RI�$UFDHD¶V
SURGXFWV�WKDW�WKH�SDUWLHV�ZLOO�VXEVHTXHQWO\�DJUHH�WR�UHVHDUFK�DQG�GHYHORS�XQGHU�7'3V��7KH�OLFHQVH�ULJKWV�SURYLGH�$UFDHD�ZLWK�WKH�DELOLW\�WR
FRPPHUFLDOL]H�WKH�VSHFLILHG�SURGXFWV�IURP�WKH�FRUUHVSRQGLQJ�7'3�XQGHU�WKH�$UFDHD�7'$��,Q�UHWXUQ�IRU�WKH�OLFHQVH�WR�WKH�LQWHOOHFWXDO�SURSHUW\�
$UFDHD�KDV�DJUHHG�WR�LVVXH�WKH�&RPSDQ\�XS�WR�����PLOOLRQ�FRPPRQ�XQLWV�LQ�DFFRUGDQFH�ZLWK�FHUWDLQ�WHUPV�DQG�FRQGLWLRQV�VHW�IRUWK�ZLWKLQ�WKH
DJUHHPHQWV��7KH�&RPSDQ\�UHFHLYHG�����PLOOLRQ�FRPPRQ�XQLWV�XSRQ�H[HFXWLRQ�RI�WKH�$UFDHD�&8,$�DQG�DQ�DGGLWLRQDO�����PLOOLRQ�FRPPRQ�XQLWV�XSRQ
VXEVHTXHQW�FORVLQJV�RI�WKH�6HULHV�$�SUHIHUUHG�XQLW�ILQDQFLQJ�LQ�������DV�GLVFXVVHG�DERYH���1R�DGGLWLRQDO�FRPPRQ�XQLWV�DUH�H[SHFWHG�WR�EH�LVVXHG�WR
WKH�&RPSDQ\�

8QGHU�WKH�$UFDHD�7'$��WKH�SDUWLHV�MRLQWO\�DJUHH�RQ�7'3V��WKURXJK�HTXDO�UHSUHVHQWDWLRQ�RQ�D�MRLQW�VWHHULQJ�FRPPLWWHH��XQGHU�ZKLFK�WKH�&RPSDQ\
ZLOO�SHUIRUP�DJUHHG�XSRQ�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�LQ�UHWXUQ�IRU�FRQVLGHUDWLRQ�RQ�D�IL[HG�IHH�RU�FRVW�SOXV�EDVLV�IRU�DOO�VHUYLFHV�SURYLGHG�

$FFRXQWLQJ�$QDO\VLV��

7KH�FRPPRQ�XQLW�LQYHVWPHQW�LQ�$UFDHD�LV�FRQVLGHUHG�DQ�HTXLW\�PHWKRG�LQYHVWPHQW�DV�D�UHVXOW�RI�WKH�&RPSDQ\¶V�DELOLW\�WR�H[HUFLVH�VLJQLILFDQW
LQIOXHQFH�RYHU�$UFDHD¶V�ILQDQFLDO�DQG�RSHUDWLQJ�SROLFLHV�WKURXJK�LWV�RZQHUVKLS�RI�FRPPRQ�XQLWV��7KH�LQLWLDO�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG
LQYHVWPHQW�LQ�$UFDHD�LV�WKH�IDLU�YDOXH�RI�WKH�FRPPRQ�XQLWV�RI�������PLOOLRQ�UHFHLYHG�LQ�H[FKDQJH�IRU�WKH�$UFDHD�,3�$JUHHPHQW�ZKLFK��DV�GLVFXVVHG
EHORZ��ZDV�DFFRXQWHG�IRU�DV�GHIHUUHG�UHYHQXH�DW�LQFHSWLRQ��7KH�IDLU�YDOXH�RI�$UFDHD¶V�FRPPRQ�XQLWV�ZDV�GHWHUPLQHG�DW�LQFHSWLRQ�RI�WKH�DJUHHPHQWV
XVLQJ�WKH�RSWLRQ�SULFLQJ�PHWKRG��7KH�RSWLRQ�SULFLQJ�PHWKRG�XVHG�D�EDFN�VROYH�PHWKRGRORJ\�WR�LQIHU�WKH�WRWDO�HTXLW\�YDOXH�EDVHG�RQ�WKH�SULFLQJ�RI
WKH�6HULHV�$�SUHIHUUHG�XQLW�ILQDQFLQJ��ZKLFK�ZDV�FRQWHPSRUDQHRXV�ZLWK�WKH�$UFDHD�,3�$JUHHPHQW��)XUWKHU��WKH�&RPSDQ\�GHWHUPLQHG�WKH�ULJKWV�WR�XS
WR�DQ�DGGLWLRQDO�����PLOOLRQ�FRPPRQ�XQLWV�GLG�QRW�PHHW�WKH�GHILQLWLRQ�RI�D�IUHHVWDQGLQJ�ILQDQFLDO�LQVWUXPHQW�DQG�DUH�QRW�UHSUHVHQWDWLYH�RI�D
GHULYDWLYH��7KH�ULJKW�WR�WKH�DGGLWLRQDO�FRPPRQ�XQLWV�LV�FRQVLGHUHG�YDULDEOH�FRQVLGHUDWLRQ�WKDW�LV�IXOO\�FRQVWUDLQHG�DW�LQFHSWLRQ�DQG�XQWLO�WKH
FRQWLQJHQFLHV�UHODWHG�WR�WKH�LVVXDQFH�RI�WKH�DGGLWLRQDO�VKDUHV�DUH�UHVROYHG�

7KH�6HULHV�$�SUHIHUUHG�XQLWV�LVVXHG�E\�$UFDHD�UHFHLYH�D�OLTXLGDWLRQ�SUHIHUHQFH�SULRU�WR�FRPPRQ�XQLWV��$V�VXFK��WKH�&RPSDQ\�FRQFOXGHG�WKDW�WKLV
UHSUHVHQWV�D�VXEVWDQWLYH�SURILW�VKDULQJ�DUUDQJHPHQW��DQG�WKH�&RPSDQ\�LV�UHFRJQL]LQJ�HDUQLQJV�DQG�ORVVHV�RQ�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�XVLQJ
WKH�+/%9�PHWKRG��7KH�&RPSDQ\�UHFRUGHG�D�������PLOOLRQ�ORVV�RQ�LWV�HTXLW\�PHWKRG�LQYHVWPHQW�LQ�$UFDHD�LQ�������7KH�ORVV�DOORFDWHG�WR�WKH
&RPSDQ\�SULPDULO\�UHODWHV�WR�$UFDHD¶V�DFFRXQWLQJ�IRU�WKH�QRQ�FDVK�FRQVLGHUDWLRQ�UHODWHG�WR�WKH�$UFDHD�,3�$JUHHPHQW�DV�LQ�SURFHVV�UHVHDUFK�DQG
GHYHORSPHQW��ZKLFK�UHVXOWHG�LQ�WKH�IXOO�YDOXH�RI�WKH�&RPSDQ\¶V�LQWHOOHFWXDO�SURSHUW\�FRQWULEXWLRQ�EHLQJ�H[SHQVHG�LQ�������$V�RI�'HFHPEHU����������
WKH�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�LQ�$UFDHD�KDV�EHHQ�UHGXFHG�WR�]HUR��7KHUH�LV�QR�FRPPLWPHQW�IRU�WKH�&RPSDQ\�WR�SURYLGH�IXUWKHU
ILQDQFLDO�VXSSRUW�WR�$UFDHD��DQG�WKHUHIRUH�WKH�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�ZLOO�QRW�EH�UHGXFHG�EHORZ�]HUR�

7KH�UHODWLRQVKLS�ZLWK�$UFDHD�LV�D�YHQGRU�FXVWRPHU�UHODWLRQVKLS�DQG�LV�ZLWKLQ�WKH�VFRSH�RI�$6&������DV�WKH�SURYLVLRQ�RI�VHUYLFHV�DQG�FRUUHVSRQGLQJ
OLFHQVH�ULJKWV�DUH�FRQVLGHUHG�D�SDUW�RI�WKH�&RPSDQ\¶V�RUGLQDU\�DFWLYLWLHV��7KH�FRPPRQ�XQLWV�LVVXHG�WR�WKH�&RPSDQ\�UHSUHVHQW�QRQ�FDVK
FRQVLGHUDWLRQ��:KLOH�WKH�$UFDHD�7'$�KDV�EHHQ�H[HFXWHG�E\�WKH�SDUWLHV�DQG�SURYLGHV�WKH�SD\PHQW�WHUPV�IRU�IXWXUH�VHUYLFHV��WKH�$UFDHD�7'$�GRHV
QRW�SURYLGH�IRU�DQ\�WUDQVIHU�RI�JRRGV�RU�VHUYLFHV�EHWZHHQ�WKH�SDUWLHV��+RZHYHU��WKH�&RPSDQ\�ZLOO�SURYLGH�OLFHQVHV�DQG�VHUYLFHV�XSRQ�H[HFXWLRQ�RI
WKH�FRQWHPSODWHG�7'3V��$FFRUGLQJO\��WKH�&RPSDQ\�FRQFOXGHG�WKDW�WKH�$UFDHD�7'$��LQ�FRPELQDWLRQ�ZLWK�WKH�$UFDHD�&8,$��PHW�WKH�GHILQLWLRQ�RI�D
FRQWUDFW�XQGHU�$6&������(DFK�7'3�H[HFXWHG�XQGHU�WKH�$UFDHD�7'$�ZLOO�EH�DFFRXQWHG�IRU�LQ�DFFRUGDQFH�ZLWK�$6&�����

7KH�&RPSDQ\¶V�SHUIRUPDQFH�REOLJDWLRQV�XQGHU�WKH�FRQWUDFW�FRQVLVW�RI�WHQ�PDWHULDO�ULJKWV�WR�IXWXUH�WHFKQLFDO�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�DQG
FRPPHUFLDO�OLFHQVHV�XQGHU�LQGLYLGXDO�7'3V�WKDW�WKH�&RPSDQ\�H[SHFWV�WR�H[HFXWH�XQGHU�WKH�$UFDHD�7'$��7KH�PDWHULDO�ULJKWV�UHSUHVHQW�DQ�DGYDQFH
SD\PHQW�IRU�WKH�OLFHQVH�ULJKWV��ZKLFK�ZLOO�EH�JUDQWHG�XSRQ�WKH�H[HFXWLRQ�RI�IXWXUH�7'3V��$V�WKHUH�LV�QR�DGGLWLRQDO�SD\PHQW�IRU�WKHVH�OLFHQVH�ULJKWV
ZKHQ�IXWXUH�7'3V�DUH�H[HFXWHG��WKH�&RPSDQ\�KDV�GHWHUPLQHG�WKDW�WKHUH�LV�D�PDWHULDO�ULJKW�DVVRFLDWHG�ZLWK�HDFK�RI�WKH�FRQWHPSODWHG�DGGLWLRQDO
7'3V�XQGHU�WKH�$UFDHD�7'$��7KH�&RPSDQ\�KDV�DOORFDWHG�DSSUR[LPDWHO\������PLOOLRQ�RI�WKH�XSIURQW�QRQ�FDVK�FRQVLGHUDWLRQ�WR�HDFK�RI�WKH�WHQ
PDWHULDO�ULJKWV�EDVHG�RQ�WKH�HVWLPDWHG�VWDQGDORQH�VHOOLQJ�SULFH�RI�WKH�SHUIRUPDQFH�REOLJDWLRQV��'XULQJ�WKH�\HDU�HQGHG

)���
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'HFHPEHU�����������WKH�DGGLWLRQDO�������PLOOLRQ�RI�QRQ�FDVK�FRQVLGHUDWLRQ��ZKLFK�UHSUHVHQWV�SUHYLRXVO\�FRQVWUDLQHG�YDULDEOH�FRQVLGHUDWLRQ��ZDV
DOORFDWHG�WR�HDFK�RI�WKH�WHQ�SHUIRUPDQFH�REOLJDWLRQV�XQGHU�WKH�DUUDQJHPHQW�ZLWK�$UFDHD�RI������PLOOLRQ�HDFK�FRQVLVWHQW�ZLWK�WKH�LQLWLDO�UHODWLYH
VHOOLQJ�SULFH�DOORFDWLRQ��8QH[HUFLVHG�PDWHULDO�ULJKWV�DUH�UHFRUGHG�DV�QRQ�FXUUHQW�GHIHUUHG�UHYHQXH�XQWLO�VXFK�WLPH�DV�WKH�SDUWLHV�H[HFXWH�D�7'3
FRQYH\LQJ�D�FRPPHUFLDO�OLFHQVH�

8SRQ�WKH�H[HFXWLRQ�RI�D�7'3�XQGHUO\LQJ�D�PDWHULDO�ULJKW��WKH�&RPSDQ\�LV�REOLJDWHG�WR�SURYLGH�WHFKQLFDO�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�XQGHU
WKH�7'3�DQG�D�OLFHQVH�WR�DSSOLFDEOH�SDWHQWV�DQG�RWKHU�LQWHOOHFWXDO�SURSHUW\�GHVLJQHG�DQG�GHYHORSHG�XQGHU�WKH�7'3��7KH�WHFKQLFDO�UHVHDUFK�DQG
GHYHORSPHQW�VHUYLFHV�DQG�OLFHQVH�SURYLGHG�XQGHU�D�7'3�DUH�KLJKO\�LQWHUGHSHQGHQW�DQG�LQWHUUHODWHG�ZLWK�RQH�DQRWKHU��:LWKRXW�WKH�&RPSDQ\¶V
NQRZOHGJH��H[SHUWLVH��DQG�SODWIRUP��WKHUH�ZRXOG�QRW�EH�D�OLFHQVDEOH�VWUDLQ�RU�RWKHU�FRPPHUFLDOL]DEOH�SURGXFW�WR�WUDQVIHU�WR�$UFDHD��)XUWKHU��$UFDHD
KDV�ULJKWV�WR�LQWHOOHFWXDO�SURSHUW\�FUHDWHG�DV�SDUW�RI�HDFK�7'3��LUUHVSHFWLYH�RI�WKH�UHVXOW�RI�WKH�GHYHORSPHQW��7KHUHIRUH��HDFK�H[HFXWHG�7'3
XQGHUO\LQJ�D�PDWHULDO�ULJKW�FRQVLVWV�RI�RQH�FRPELQHG�SHUIRUPDQFH�REOLJDWLRQ�IRU�WKH�WHFKQLFDO�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�DQG�OLFHQVH�WR�EH
SURYLGHG�E\�WKH�&RPSDQ\�

)RU�HDFK�7'3�XQGHUO\LQJ�D�PDWHULDO�ULJKW��WKH�WUDQVDFWLRQ�SULFH�FRQVLVWV�RI�YDULDEOH�FRQVLGHUDWLRQ�IRU�WKH�PRVW�OLNHO\�DPRXQW�RI�HVWLPDWHG
FRQVLGHUDWLRQ�WR�EH�UHFHLYHG�XQGHU�WKH�FRVW�SOXV�DUUDQJHPHQW�DQG�QRQ�FDVK�FRQVLGHUDWLRQ�DOORFDWHG�WR�WKH�PDWHULDO�ULJKWV��$V�WKH�VHUYLFHV
SHUIRUPHG�E\�WKH�&RPSDQ\�XQGHU�D�7'3�FUHDWH�RU�HQKDQFH�DQ�DVVHW�WKDW�$UFDHD�FRQWUROV�DV�WKH�DVVHW�LV�FUHDWHG�RU�HQKDQFHG��WKH�&RPSDQ\�VDWLVILHV
WKH�SHUIRUPDQFH�REOLJDWLRQ�DQG�UHFRJQL]HV�UHYHQXH�RYHU�WLPH��7KH�&RPSDQ\�XVHV�DQ�LQSXW�PHWKRG�WKDW�FRPSDUHV�WRWDO�FRVWV�LQFXUUHG�UHODWLYH�WR
WRWDO�HVWLPDWHG�FRVW�WR�FRPSOHWH�WR�HVWLPDWH�SURJUHVV�XQGHU�WKH�FRQWUDFW��$Q\�UHYLVLRQV�WR�WKH�HVWLPDWHG�WRWDO�EXGJHWHG�FRVWV�WR�FRPSOHWH��DQG�WKH
UHVXOWLQJ�LPSDFW�WR�UHYHQXH�UHFRJQLWLRQ��DUH�UHIOHFWHG�LQ�WKH�SHULRG�RI�WKH�FKDQJH�WKURXJK�D�FXPXODWLYH�FDWFK�XS�DGMXVWPHQW�

$V�RI�'HFHPEHU����������DQG�������WKH�&RPSDQ\�KDG�D�GHIHUUHG�UHYHQXH�EDODQFH�RI�������PLOOLRQ�DQG�������PLOOLRQ��UHVSHFWLYHO\��ZLWK�$UFDHD��'XULQJ
WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKH�&RPSDQ\�UHFRJQL]HG�UHYHQXH�RI������PLOOLRQ�������PLOOLRQ�DQG�������PLOOLRQ��UHVSHFWLYHO\��IURP
VHUYLFHV�SURYLGHG�WR�$UFDHD�

$OORQQLD��//&

6XPPDU\�RI�$UUDQJHPHQW

,Q�'HFHPEHU�������WKH�&RPSDQ\�HQWHUHG�LQWR��L��DQ�,QWHOOHFWXDO�3URSHUW\�&RQWULEXWLRQ�$JUHHPHQW��³$OORQQLD�,3�$JUHHPHQW´��WKDW�JUDQWHG�$OORQQLD�D
OLFHQVH�WR�FHUWDLQ�RI�WKH�&RPSDQ\¶V�LQWHOOHFWXDO�SURSHUW\���LL��D�7HFKQLFDO�'HYHORSPHQW�$JUHHPHQW��³$OORQQLD�7'$´��WKDW�HVWDEOLVKHV�WKH�WHUPV
XQGHU�ZKLFK�WKH�&RPSDQ\�LV�SURYLGLQJ�WHFKQLFDO�GHYHORSPHQW�VHUYLFHV��DQG��LLL��D�&RPPRQ�8QLW�,VVXDQFH�$JUHHPHQW�ZKLFK�SURYLGHV�IRU�WKH
LVVXDQFH�RI�FRPPRQ�XQLWV�RI�$OORQQLD�WR�WKH�&RPSDQ\�LQ�H[FKDQJH�IRU�WKH�OLFHQVH�ULJKWV�JUDQWHG�XQGHU�WKH�$OORQQLD�,3�$JUHHPHQW�
&RQWHPSRUDQHRXV�ZLWK�WKHVH�DJUHHPHQWV��$OORQQLD�HQWHUHG�LQWR�D�6HULHV�$�3UHIHUUHG�8QLW�3XUFKDVH�$JUHHPHQW�XQGHU�ZKLFK�$OORQQLD�VROG����
PLOOLRQ�6HULHV�$�3UHIHUUHG�8QLWV�WR�FHUWDLQ�RI�WKH�&RPSDQ\¶V�LQYHVWRUV��DV�ZHOO�DV�D�WKLUG�SDUW\�LQYHVWRU��IRU�DJJUHJDWH�SURFHHGV�RI�DSSUR[LPDWHO\
������PLOOLRQ��$OORQQLD�DOVR�DJUHHG�WR�LVVXH�DQ�DGGLWLRQDO�����PLOOLRQ�6HULHV�$�3UHIHUUHG�8QLWV�WR�D�VWUDWHJLF�SDUWQHU�DV�FRPSHQVDWLRQ�IRU�WKH�GHOLYHU\
RI�IXWXUH�VHUYLFHV�WR�$OORQQLD��7KH�6HULHV�$�3UHIHUUHG�8QLW�3XUFKDVH�$JUHHPHQW�DOVR�SURYLGHG�IRU�WKH�VDOH�DQG�LVVXDQFH�RI�XS�WR�DQ�DGGLWLRQDO����
PLOOLRQ�6HULHV�$�3UHIHUUHG�8QLWV�VXEVHTXHQW�WR�WKH�LQLWLDO�FORVLQJ��,Q�������$OORQQLD�LVVXHG�DQ�DGGLWLRQDO�����PLOOLRQ�6HULHV�$�3UHIHUUHG�8QLWV�����
PLOOLRQ�RI�ZKLFK�ZHUH�VROG�IRU�DJJUHJDWH�SURFHHGV�RI�������PLOOLRQ�DQG���������RI�ZKLFK�ZHUH�LVVXHG�LQ�H[FKDQJH�IRU�WKH�ULJKWV�WR�FHUWDLQ�LQWHOOHFWXDO
SURSHUW\�ZKLFK�ZLOO�YHVW�EDVHG�RQ�WKH�DFKLHYHPHQW�RI�PLOHVWRQHV�DVVRFLDWHG�ZLWK�WKH�GHYHORSPHQW�RI�WKH�LQWHOOHFWXDO�SURSHUW\�UHFHLYHG��,Q������
$OORQQLD�LVVXHG�DQ�DGGLWLRQDO�DPRXQW�RI�OHVV�WKDQ�����PLOOLRQ�6HULHV�$�3UHIHUUHG�8QLWV�IRU�DJJUHJDWH�SURFHHGV�RI������PLOOLRQ�DQG�FORVHG�LWV�6HULHV�$
3UHIHUUHG�8QLW�ILQDQFLQJ��,Q�������$OORQQLD�UDLVHG�DQ�DGGLWLRQDO�����PLOOLRQ�WKURXJK�D�6HULHV�$�H[WHQVLRQ�

8QGHU�WKH�$OORQQLD�,3�$JUHHPHQW��WKH�&RPSDQ\�OLFHQVHG�LQWHOOHFWXDO�SURSHUW\�WR�$OORQQLD�IRU�XVH�LQ�WKH�GHYHORSPHQW�RU�SURGXFWLRQ�RI�LWV�SURGXFWV
WKDW�WKH�SDUWLHV�ZLOO�VXEVHTXHQWO\�DJUHH�WR�GHYHORS�XQGHU�7'3V��7KH�OLFHQVH�ULJKWV�SURYLGH�$OORQQLD�ZLWK�WKH�DELOLW\�WR�FRPPHUFLDOL]H�WKH�VSHFLILHG
SURGXFWV�IURP�WKH�FRUUHVSRQGLQJ�VWUDLQ�RU�HQ]\PH��ZKLFK�FDQ�RQO\�EH�GHYHORSHG�E\�WKH�&RPSDQ\�XQGHU�WKH�$OORQQLD�7'$��7KH�&RPSDQ\�UHFHLYHG
����PLOOLRQ�FRPPRQ�XQLWV�DV�FRQVLGHUDWLRQ�IRU�WKH�OLFHQVH�XSRQ�H[HFXWLRQ�RI�WKH�$OORQQLD�,3�$JUHHPHQW�DQG�DQ�DGGLWLRQDO�����PLOOLRQ�FRPPRQ�XQLWV
GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����������LQ�FRQQHFWLRQ�ZLWK�WKH�FORVLQJ�RI�WKH�6HULHV�$�SUHIHUUHG�XQLW�ILQDQFLQJ�

8QGHU�WKH�$OORQQLD�7'$��WKH�SDUWLHV�MRLQWO\�DJUHH��WKURXJK�HTXDO�UHSUHVHQWDWLRQ�RQ�D�MRLQW�VWHHULQJ�FRPPLWWHH��RQ�7'3V�IRU�VSHFLILF�VWUDLQV�DQG
HQ]\PHV��LQ�ZKLFK�WKH�&RPSDQ\�ZLOO�SHUIRUP�DJUHHG�XSRQ�GHYHORSPHQW�VHUYLFHV�LQ�UHWXUQ�IRU�FRQVLGHUDWLRQ�RQ�D�IL[HG�IHH�RU�FRVW�SOXV�EDVLV�IRU�DOO
VHUYLFHV�SURYLGHG�

)���
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$FFRXQWLQJ�$QDO\VLV

7KH�FRPPRQ�XQLW�LQYHVWPHQW�LQ�$OORQQLD�LV�FRQVLGHUHG�DQ�HTXLW\�PHWKRG�LQYHVWPHQW�DV�D�UHVXOW�RI�WKH�&RPSDQ\¶V�DELOLW\�WR�H[HUFLVH�VLJQLILFDQW
LQIOXHQFH�RYHU�$OORQQLD
V�ILQDQFLDO�DQG�RSHUDWLQJ�SROLFLHV�WKURXJK�LWV�RZQHUVKLS�RI�FRPPRQ�XQLWV��7KH�LQLWLDO�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG
LQYHVWPHQW�LQ�$OORQQLD�LV�WKH�IDLU�YDOXH�RI�WKH�FRPPRQ�XQLWV�RI�������PLOOLRQ�UHFHLYHG�LQ�H[FKDQJH�IRU�WKH�$OORQQLD�,3�$JUHHPHQW�ZKLFK��DV
GLVFXVVHG�EHORZ��ZDV�DFFRXQWHG�IRU�DV�GHIHUUHG�UHYHQXH�DW�LQFHSWLRQ��7KH�IDLU�YDOXH�RI�$OORQQLD¶V�FRPPRQ�XQLWV�ZDV�GHWHUPLQHG�DW�LQFHSWLRQ�RI�WKH
DJUHHPHQWV�XVLQJ�WKH�RSWLRQ�SULFLQJ�PHWKRG��7KH�RSWLRQ�SULFLQJ�PHWKRG�XVHG�D�EDFN�VROYH�PHWKRGRORJ\�WR�LQIHU�WKH�WRWDO�HTXLW\�YDOXH�EDVHG�RQ
WKH�SULFLQJ�RI�WKH�6HULHV�$�3UHIHUUHG�8QLW�ILQDQFLQJ��ZKLFK�ZDV�FRQWHPSRUDQHRXV�ZLWK�WKH�$OORQQLD�,3�$JUHHPHQW��)XUWKHU��WKH�&RPSDQ\�GHWHUPLQHG
WKH�ULJKWV�WR�XS�WR�DQ�DGGLWLRQDO�����PLOOLRQ�FRPPRQ�XQLWV�GLG�QRW�PHHW�WKH�GHILQLWLRQ�RI�D�IUHHVWDQGLQJ�ILQDQFLDO�LQVWUXPHQW�DQG�DUH�QRW
UHSUHVHQWDWLYH�RI�D�GHULYDWLYH��7KH�ULJKW�WR�WKH�DGGLWLRQDO�FRPPRQ�XQLWV�LV�FRQVLGHUHG�YDULDEOH�FRQVLGHUDWLRQ�WKDW�LV�IXOO\�FRQVWUDLQHG�DW�LQFHSWLRQ
DQG�XQWLO�WKH�FRQWLQJHQFLHV�UHODWHG�WR�WKH�LVVXDQFH�RI�WKH�DGGLWLRQDO�VKDUHV�DUH�UHVROYHG��7KLV�FRQWLQJHQF\�ZDV�UHVROYHG�LQ������ZKHQ�WKH�&RPSDQ\
UHFHLYHG�DQ�DGGLWLRQDO�����PLOOLRQ�FRPPRQ�XQLWV�LQ�FRQQHFWLRQ�ZLWK�WKH�FORVLQJ�RI�WKH�6HULHV�$�SUHIHUUHG�XQLW�ILQDQFLQJ�

7KH�6HULHV�$�3UHIHUUHG�8QLWV�LVVXHG�E\�$OORQQLD�UHFHLYH�D�OLTXLGDWLRQ�SUHIHUHQFH�SULRU�WR�FRPPRQ�XQLWV��$V�VXFK��WKH�&RPSDQ\�FRQFOXGHG�WKDW�WKLV
UHSUHVHQWV�D�VXEVWDQWLYH�SURILW�VKDULQJ�DUUDQJHPHQW�DQG�WKH�&RPSDQ\�LV�UHFRJQL]LQJ�HDUQLQJV�DQG�ORVVHV�RQ�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�XVLQJ
WKH�+/%9�PHWKRG��7KH�&RPSDQ\�UHFRUGHG�D�ORVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQW�RI�������PLOOLRQ�LQ������DQG�������PLOOLRQ�LQ������DV�D�UHVXOW�RI�WKH
DSSOLFDWLRQ�RI�WKH�+/%9�PHWKRG��7KH�ORVV�DOORFDWHG�WR�WKH�&RPSDQ\�SULPDULO\�UHODWHV�WR�$OORQQLD¶V�DFFRXQWLQJ�IRU�WKH�QRQ�FDVK�FRQVLGHUDWLRQ
UHODWHG�WR�WKH�$OORQQLD�,3�$JUHHPHQW�DV�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW��ZKLFK�UHVXOWHG�LQ�WKH�IXOO�YDOXH�RI�WKH�&RPSDQ\¶V�LQWHOOHFWXDO
SURSHUW\�FRQWULEXWLRQ�EHLQJ�H[SHQVHG�LQ�WKH�\HDU�WKDW�WKH�VKDUHV�ZHUH�LVVXHG��$V�RI�'HFHPEHU�����������WKH�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG
LQYHVWPHQW�LQ�$OORQQLD�KDV�EHHQ�UHGXFHG�WR����7KHUH�LV�QR�FRPPLWPHQW�IRU�WKH�&RPSDQ\�WR�SURYLGH�IXUWKHU�ILQDQFLDO�VXSSRUW�WR�$OORQQLD�DQG
WKHUHIRUH�WKH�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�ZLOO�QRW�EH�UHGXFHG�EHORZ�]HUR�

7KH�UHODWLRQVKLS�ZLWK�$OORQQLD�LV�D�YHQGRU�FXVWRPHU�UHODWLRQVKLS�DQG�LV�ZLWKLQ�WKH�VFRSH�RI�$6&�����DV�WKH�SURYLVLRQ�RI�VHUYLFHV�DQG
FRUUHVSRQGLQJ�OLFHQVH�ULJKWV�DUH�FRQVLGHUHG�D�SDUW�RI�WKH�&RPSDQ\¶V�RUGLQDU\�DFWLYLWLHV�DQG�WKH�FRPPRQ�XQLWV�UHSUHVHQW�QRQ�FDVK�FRQVLGHUDWLRQ�
:KLOH�WKH�$OORQQLD�7'$�KDV�EHHQ�H[HFXWHG�E\�WKH�SDUWLHV�DQG�SURYLGHV�WKH�SD\PHQW�WHUPV�IRU�IXWXUH�VHUYLFHV��WKH�$OORQQLD�7'$�GRHV�QRW�SURYLGH
IRU�DQ\�WUDQVIHU�RI�JRRGV�RU�VHUYLFHV�EHWZHHQ�WKH�SDUWLHV��+RZHYHU��WKH�&RPSDQ\�ZLOO�SURYLGH�OLFHQVHV�DQG�VHUYLFHV�XSRQ�H[HFXWLRQ�RI�WKH
FRQWHPSODWHG�7'3V��$FFRUGLQJO\��WKH�&RPSDQ\�FRQFOXGHG�WKDW�WKH�$OORQQLD�7'$�PHW�WKH�GHILQLWLRQ�RI�D�FRQWUDFW�XQGHU�$6&�����DQG�HDFK�7'3
H[HFXWHG�XQGHU�WKH�$OORQQLD�7'$�ZLOO�EH�DFFRXQWHG�IRU�LQ�DFFRUGDQFH�ZLWK�$6&�����

7KH�&RPSDQ\¶V�SHUIRUPDQFH�REOLJDWLRQV�XQGHU�WKH�FRQWUDFW�FRQVLVW�RI�WHQ�PDWHULDO�ULJKWV�UHODWHG�WR�WKH�HVWLPDWHG�QXPEHU�RI�7'3V�WKH�SDUWLHV�H[SHFW
WR�H[HFXWH�XQGHU�WKH�$OORQQLD�7'$��7KH�PDWHULDO�ULJKWV�UHSUHVHQW�DQ�DGYDQFH�SD\PHQW�IRU�WKH�OLFHQVH�ULJKWV�ZKLFK�ZLOO�EH�JUDQWHG�XSRQ�WKH
H[HFXWLRQ�RI�HDFK�7'3��$V�WKHUH�LV�QR�DGGLWLRQDO�SD\PHQW�IRU�WKHVH�OLFHQVH�ULJKWV�XSRQ�H[HFXWLRQ�RI�D�7'3��WKH�&RPSDQ\�KDV�GHWHUPLQHG�WKDW�WKHUH
LV�D�PDWHULDO�ULJKW�DVVRFLDWHG�ZLWK�HDFK�RI�WKH�FRQWHPSODWHG�IXWXUH�7'3V��7KH�&RPSDQ\�KDV�DOORFDWHG������PLOOLRQ�RI�WKH�XSIURQW�QRQ�FDVK
FRQVLGHUDWLRQ�WR�HDFK�RI�WKH����SHUIRUPDQFH�REOLJDWLRQV�XQGHU�WKH�FRQWUDFW�EDVHG�RQ�WKH�HVWLPDWHG�VWDQGDORQH�VHOOLQJ�SULFH�RI�WKH�SHUIRUPDQFH
REOLJDWLRQV��8QH[HUFLVHG�PDWHULDO�ULJKWV�DUH�UHFRUGHG�DV�QRQ�FXUUHQW�GHIHUUHG�UHYHQXH�XQWLO�VXFK�WLPH�DV�WKH�SDUWLHV�H[HFXWH�D�7'3�

8SRQ�WKH�H[HFXWLRQ�RI�HDFK�7'3��WKH�&RPSDQ\�LV�REOLJDWHG�WR�SURYLGH�GHYHORSPHQW�VHUYLFHV�XQGHU�WKH�7'3�DQG�D�OLFHQVH�WR�DSSOLFDEOH�SDWHQWV�DQG
RWKHU�LQWHOOHFWXDO�SURSHUW\�WR�WKH�LQJUHGLHQW�GHYHORSHG�XQGHU�WKH�SODQ��7KH�OLFHQVH�DQG�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�XQGHU�D�7'3�DUH�KLJKO\
LQWHUGHSHQGHQW�DQG�LQWHUUHODWHG�ZLWK�RQH�DQRWKHU��:LWKRXW�WKH�&RPSDQ\¶V�NQRZOHGJH��H[SHUWLVH��DQG�SODWIRUP��WKHUH�ZRXOG�QRW�EH�D�OLFHQVDEOH�VWUDLQ
RU�RWKHU�FRPPHUFLDOL]DEOH�SURGXFW�WR�WUDQVIHU�WR�$OORQQLD��)XUWKHU��$OORQQLD�KDV�ULJKWV�WR�DOO�GHYHORSPHQW�LQWHOOHFWXDO�SURSHUW\�FUHDWHG�DV�SDUW�RI
HDFK�7'3��LUUHVSHFWLYH�RI�WKH�UHVXOW�RI�WKH�GHYHORSPHQW��7KHUHIRUH��HDFK�H[HFXWHG�7'3�FRQVLVWV�RI�RQH�FRPELQHG�SHUIRUPDQFH�REOLJDWLRQ�IRU�WKH
OLFHQVH�DQG�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�WR�EH�SHUIRUPHG�E\�WKH�&RPSDQ\�

)RU�HDFK�7'3��WKH�WUDQVDFWLRQ�SULFH�FRQVLVWV�RI�YDULDEOH�FRQVLGHUDWLRQ�IRU�WKH�PRVW�OLNHO\�DPRXQW�RI�HVWLPDWHG�FRQVLGHUDWLRQ�WR�EH�UHFHLYHG�XQGHU
WKH�FRVW�SOXV�DUUDQJHPHQW�DQG�WKH������PLOOLRQ�DOORFDWLRQ�RI�WKH�IL[HG�QRQ�FDVK�FRQVLGHUDWLRQ��$V�WKH�VHUYLFHV�SHUIRUPHG�E\�WKH�&RPSDQ\�FUHDWH�RU
HQKDQFH�DQ�DVVHW�WKDW�$OORQQLD�FRQWUROV�DV�WKH�DVVHW�LV�FUHDWHG�RU�HQKDQFHG��WKH�&RPSDQ\�VDWLVILHV�WKH�SHUIRUPDQFH�REOLJDWLRQ�DQG�UHFRJQL]HV
UHYHQXH�RYHU�WLPH��7KH�&RPSDQ\�XVHV�DQ�LQSXW�PHWKRG�WKDW�FRPSDUHV�WRWDO�FRVWV�LQFXUUHG�UHODWLYH�WR�WRWDO�HVWLPDWHG�FRVW�WR�FRPSOHWH�WR�HVWLPDWH
SURJUHVV�XQGHU�WKH�FRQWUDFW��$Q\�UHYLVLRQV�WR�WKH�HVWLPDWHG�WRWDO�EXGJHWHG�FRVWV�WR�FRPSOHWH��DQG�WKH�UHVXOWLQJ�LPSDFW�WR�UHYHQXH�UHFRJQLWLRQ��DUH
UHIOHFWHG�LQ�WKH�SHULRG�RI�WKH�FKDQJH�WKURXJK�D�FXPXODWLYH�FDWFK�XS�DGMXVWPHQW��,Q�������WKH�DGGLWLRQDO�QRQ�FDVK�FRQVLGHUDWLRQ�RI�������PLOOLRQ�
ZKLFK�UHSUHVHQWV�SUHYLRXVO\�FRQVWUDLQHG�YDULDEOH�FRQVLGHUDWLRQ��ZDV�DOORFDWHG�WR�DOO�RI�WKH�SHUIRUPDQFH�REOLJDWLRQV
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FRQVLVWHQW�ZLWK�WKH�LQLWLDO�UHODWLYH�VHOOLQJ�SULFH�DOORFDWLRQ�DQG�D�FXPXODWLYH�FDWFK�XS�ZDV�UHFRJQL]HG�IRU�WKH�7'3V�LQ�SURFHVV�

$V�RI�'HFHPEHU����������DQG�������WKH�&RPSDQ\�KDG�D�GHIHUUHG�UHYHQXH�EDODQFH�RI�������PLOOLRQ�DQG�������PLOOLRQ��UHVSHFWLYHO\��ZLWK�$OORQQLD�
'XULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKH�&RPSDQ\�UHFRJQL]HG�UHYHQXH�RI������PLOOLRQ�������PLOOLRQ�DQG������PLOOLRQ�
UHVSHFWLYHO\��IURP�VHUYLFHV�SURYLGHG�WR�$OORQQLD�

0RWLI�)RRG:RUNV��,QF�

6XPPDU\�RI�$UUDQJHPHQW

,Q�6HSWHPEHU�������WKH�&RPSDQ\�HQWHUHG�LQWR��L��DQ�,QWHOOHFWXDO�3URSHUW\�&RQWULEXWLRQ�$JUHHPHQW��³0RWLI�,3�$JUHHPHQW´��ZLWK�0RWLI�WKDW�JUDQWHG
0RWLI�D�OLFHQVH�WR�FHUWDLQ�RI�WKH�&RPSDQ\¶V�LQWHOOHFWXDO�SURSHUW\�DQG��LL��D�7HFKQLFDO�'HYHORSPHQW�$JUHHPHQW��³0RWLI�7'$´��WKDW�HVWDEOLVKHV�WKH
WHUPV�XQGHU�ZKLFK�WKH�&RPSDQ\�LV�SURYLGLQJ�WHFKQLFDO�GHYHORSPHQW�VHUYLFHV�

8QGHU�WKH�0RWLI�,3�$JUHHPHQW��WKH�&RPSDQ\�OLFHQVHG�LQWHOOHFWXDO�SURSHUW\�WR�0RWLI�IRU�XVH�LQ�VWUDLQ�GHYHORSPHQW�WR�SURGXFH�LQJUHGLHQWV�WKDW�WKH
SDUWLHV�ZLOO�VXEVHTXHQWO\�DJUHH�WR�GHYHORS�XQGHU�7'3V��7KH�OLFHQVH�ULJKWV�SURYLGH�0RWLI�ZLWK�WKH�DELOLW\�WR�FRPPHUFLDOL]H�WKH�VSHFLILHG�LQJUHGLHQWV
IURP�WKH�FRUUHVSRQGLQJ�VWUDLQ��ZKLFK�FDQ�RQO\�EH�GHYHORSHG�E\�WKH�&RPSDQ\�XQGHU�WKH�0RWLI�7'$��,Q�UHWXUQ�IRU�WKH�OLFHQVH�WR�WKH�LQWHOOHFWXDO
SURSHUW\��0RWLI�JUDQWHG�WKH�&RPSDQ\�����PLOOLRQ�VKDUHV�RI�FRPPRQ�VWRFN��&RQFXUUHQW�ZLWK�WKH�0RWLI�,3�$JUHHPHQW��0RWLI�DOVR�VROG�����PLOOLRQ
VKDUHV�RI�6HULHV�$�SUHIHUUHG�VWRFN�WR�FHUWDLQ�RI�WKH�&RPSDQ\¶V�LQYHVWRUV��DV�ZHOO�DV�WKLUG�SDUW\�LQYHVWRUV��IRU�DJJUHJDWH�SURFHHGV�RI�DSSUR[LPDWHO\
������PLOOLRQ�

7KH�0RWLI�7'$�JRYHUQV�WKH�SURFXUHPHQW�RI�WKH�&RPSDQ\¶V�H[SHUWLVH�DQG�WHFKQLFDO�GHYHORSPHQW�VHUYLFHV�WR�FROODERUDWH�LQ�WKH�UHVHDUFK�
GHYHORSPHQW��DQG�FRPPHUFLDOL]DWLRQ�RI�VSHFLILHG�LQJUHGLHQWV��8QGHU�WKH�0RWLI�7'$��WKH�SDUWLHV�MRLQWO\�DJUHH�RQ�7'3V�IRU�VSHFLILF�LQJUHGLHQWV��LQ
ZKLFK�WKH�&RPSDQ\�ZLOO�SHUIRUP�DJUHHG�XSRQ�GHYHORSPHQW�VHUYLFHV�LQ�UHWXUQ�IRU�FRQVLGHUDWLRQ�RQ�D�IL[HG�IHH�RU�FRVW�SOXV�IL[HG�PDUJLQ�EDVLV�IRU�DOO
VHUYLFHV�SURYLGHG��$W�LQFHSWLRQ��WKH�&RPSDQ\�HVWLPDWHG�WKDW�LW�ZRXOG�H[HFXWH�WHQ�7'3V�ZLWK�0RWLI�

$FFRXQWLQJ�$QDO\VLV

7KH�LQYHVWPHQW�LQ�0RWLI�FRPPRQ�VWRFN�LV�FRQVLGHUHG�DQ�HTXLW\�PHWKRG�LQYHVWPHQW�DV�D�UHVXOW�RI�WKH�&RPSDQ\¶V�DELOLW\�WR�H[HUFLVH�VLJQLILFDQW
LQIOXHQFH�RYHU�WKH�ILQDQFLDO�DQG�RSHUDWLQJ�SROLFLHV�WKURXJK�LWV�FRPPRQ�VWRFN�RZQHUVKLS��7KH�LQLWLDO�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG�LQYHVWPHQW
LQ�0RWLI�LV�WKH�IDLU�YDOXH�RI�WKH�FRPPRQ�VWRFN�UHFHLYHG�LQ�H[FKDQJH�IRU�WKH�0RWLI�,3�$JUHHPHQW�RI�������PLOOLRQ�ZKLFK��DV�GLVFXVVHG�EHORZ��LV�EHLQJ
DFFRXQWHG�IRU�DV�QRQ�FDVK�FRQVLGHUDWLRQ�XQGHU�$6&������$V�0RWLI¶V�6HULHV�$�SUHIHUUHG�VWRFNKROGHUV�UHFHLYH�D�OLTXLGDWLRQ�SUHIHUHQFH�SULRU�WR
FRPPRQ�VWRFN��WKH�&RPSDQ\�FRQFOXGHG�WKDW�WKLV�UHSUHVHQWV�D�VXEVWDQWLYH�SURILW�VKDULQJ�DUUDQJHPHQW��$FFRUGLQJO\��WKH�&RPSDQ\�LV�UHFRJQL]LQJ
HDUQLQJV�DQG�ORVVHV�RQ�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�XVLQJ�WKH�+/%9�PHWKRG��7KH�&RPSDQ\�UHFRUGHG�D�ORVV�RQ�HTXLW\�PHWKRG�LQYHVWPHQW�RI������
PLOOLRQ�IURP�LQFHSWLRQ�WKURXJK�'HFHPEHU����������ZKLFK�UHGXFHG�WKH�FDUU\LQJ�YDOXH�WR�]HUR��7KH�ORVV�DOORFDWHG�WR�WKH�&RPSDQ\�SULPDULO\�UHODWHV�WR
0RWLI¶V�DFFRXQWLQJ�IRU�WKH�QRQ�FDVK�FRQVLGHUDWLRQ�UHODWHG�WR�WKH�0RWLI�,3�$JUHHPHQW�DV�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW��ZKLFK�UHVXOWHG�LQ
WKH�IXOO�YDOXH�RI�&RPSDQ\¶V�LQWHOOHFWXDO�SURSHUW\�FRQWULEXWLRQ�EHLQJ�H[SHQVHG�LQ�WKH�SHULRG�HQGHG�'HFHPEHU�����������DW�ZKLFK�WLPH�WKH�FDUU\LQJ
YDOXH�RI�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�LQ�0RWLI�KDG�EHHQ�UHGXFHG�WR�]HUR��7KHUH�LV�QR�FRPPLWPHQW�IRU�WKH�&RPSDQ\�WR�SURYLGH�IXUWKHU�ILQDQFLDO
VXSSRUW�WR�0RWLI�DQG�WKHUHIRUH�WKH�FDUU\LQJ�YDOXH�RI�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�ZLOO�QRW�EH�UHGXFHG�EHORZ�]HUR��$V�D�UHVXOW��QR�ORVV�ZDV
UHFRJQL]HG�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������RQ�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�

7KH�RYHUDOO�DUUDQJHPHQW�ZLWK�0RWLI�LV�D�YHQGRU�FXVWRPHU�UHODWLRQVKLS�DQG�LV�ZLWKLQ�WKH�VFRSH�RI�$6&�����DV�WKH�SURYLVLRQ�RI�GHYHORSPHQW�VHUYLFHV
DQG�FRUUHVSRQGLQJ�OLFHQVH�ULJKWV�DUH�FRQVLGHUHG�D�SDUW�RI�WKH�&RPSDQ\¶V�RUGLQDU\�DFWLYLWLHV��7KH�OLFHQVHV�FRQWHPSODWHG�XQGHU�WKH�0RWLI�,3
$JUHHPHQW�DUH�FRQWLQJHQW�XSRQ�D�7'3�EHLQJ�DJUHHG�WR�E\�WKH�SDUWLHV�XQGHU�WKH�0RWLI�7'$�DQG�RQO\�UHODWH�WR�VWUDLQV�WKDW�DUH�GHYHORSHG�XQGHU�D
7'3��:KLOH�WKH�7'3V�UHTXLUH�DSSURYDO�E\�WKH�SDUWLHV��WKH�SDUWLHV�LQLWLDOO\�HVWLPDWHG�WKDW�WHQ�7'3V�ZRXOG�EH�QHJRWLDWHG�XQGHU�WKH�DUUDQJHPHQW�

7KH�&RPSDQ\¶V�SHUIRUPDQFH�REOLJDWLRQV�XQGHU�WKH�0RWLI�,3�$JUHHPHQW�FRQVLVW�RI�WHQ�PDWHULDO�ULJKWV��UHODWHG�WR�WKH�LQLWLDO�VHW�RI�LQJUHGLHQWV�WKDW�WKH
SDUWLHV�GHVLUHG�WR�GHYHORS�LQ�WKH�ILUVW�WZR�\HDUV��7KH�PDWHULDO�ULJKWV�UHSUHVHQW�DQ�DGYDQFH�SD\PHQW�IRU�WKH�OLFHQVH�ULJKWV�ZKLFK�ZLOO�EH�JUDQWHG�XSRQ
WKH�H[HFXWLRQ�RI�HDFK�7'3��$V�WKHUH�LV�QR�DGGLWLRQDO�SD\PHQW�IRU�WKHVH�OLFHQVH�ULJKWV�XSRQ�H[HFXWLRQ�RI�D�7'3��WKH�&RPSDQ\�KDV�GHWHUPLQHG�WKDW
WKHUH�LV�D�PDWHULDO�ULJKW�DVVRFLDWHG�ZLWK�HDFK�RI�WKH�FRQWHPSODWHG�7'3V��7KH�FRPPRQ�VWRFN�UHFHLYHG�XQGHU�WKH�0RWLI�,3�$JUHHPHQW�LV�FRQVLGHUHG
QRQ�FDVK�FRQVLGHUDWLRQ�DQG�KDV�EHHQ�UHFRJQL]HG�DW�IDLU�YDOXH��7KH�&RPSDQ\�GHWHUPLQHG�WKH�IDLU�YDOXH�RI�WKH�FRPPRQ�VWRFN�ZDV�������PLOOLRQ�DW

)���



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

LQFHSWLRQ�RI�WKH�DJUHHPHQW�ZLWK�WKH�DVVLVWDQFH�RI�D�WKLUG�SDUW\�YDOXDWLRQ�VSHFLDOLVW��ZKLFK�ZDV�LQLWLDOO\�UHFRUGHG�DV�QRQ�FXUUHQW�GHIHUUHG�UHYHQXH�
7KH�RSWLRQ�SULFLQJ�PRGHO�XVHG�D�EDFN�VROYH�PHWKRGRORJ\�WR�GHWHUPLQH�WKH�WRWDO�HTXLW\�YDOXH�EDVHG�RQ�WKH�SULFLQJ�RI�WKH�6HULHV�$�ILQDQFLQJ��ZKLFK
ZDV�FRQWHPSRUDQHRXV�ZLWK�WKH�0RWLI�,3�$JUHHPHQW��7KH�&RPSDQ\�KDV�DOORFDWHG������PLOOLRQ�WR�HDFK�RI�WKH�WHQ�PDWHULDO�ULJKWV��7KH�&RPSDQ\
DOORFDWHG�WKH�WUDQVDFWLRQ�SULFH�EDVHG�RQ�WKH�HVWLPDWHG�VWDQGDORQH�VHOOLQJ�SULFH�RI�WKH�PDWHULDO�ULJKWV�ZKLFK�LV��LQ�WXUQ��EDVHG�RQ�WKH�LQWULQVLF�YDOXH�RI
WKH�ULJKW�DQG�WKH�SUREDELOLW\�RI�H[HUFLVH�

8SRQ�WKH�H[HFXWLRQ�RI�HDFK�7'3��WKH�&RPSDQ\�LV�REOLJDWHG�WR�SURYLGH�GHYHORSPHQW�VHUYLFHV�XQGHU�WKH�7'3�DQG�D�OLFHQVH�WR�DSSOLFDEOH�SDWHQWV�DQG
RWKHU�LQWHOOHFWXDO�SURSHUW\�WR�WKH�LQJUHGLHQW�GHYHORSHG�XQGHU�WKH�SODQ��7KH�OLFHQVH�DQG�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�XQGHU�D�7'3�DUH�KLJKO\
LQWHUGHSHQGHQW�DQG�LQWHUUHODWHG�ZLWK�RQH�DQRWKHU��:LWKRXW�WKH�&RPSDQ\¶V�NQRZOHGJH��H[SHUWLVH�DQG�SODWIRUP��WKHUH�ZRXOG�QRW�EH�D�OLFHQVDEOH�VWUDLQ
RU�RWKHU�FRPPHUFLDOL]DEOH�SURGXFW�WR�WUDQVIHU�WR�0RWLI��)XUWKHU��0RWLI�KDV�ULJKWV�WR�DOO�GHYHORSPHQW�LQWHOOHFWXDO�SURSHUW\�FUHDWHG�DV�SDUW�RI�HDFK�7'3�
LUUHVSHFWLYH�RI�WKH�UHVXOW�RI�WKH�GHYHORSPHQW��7KHUHIRUH��HDFK�H[HFXWHG�7'3�FRQVLVWV�RI�RQH�FRPELQHG�SHUIRUPDQFH�REOLJDWLRQ�IRU�WKH�OLFHQVH�DQG
UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�WR�EH�SHUIRUPHG�E\�WKH�&RPSDQ\�

)RU�HDFK�7'3��WKH�WUDQVDFWLRQ�SULFH�FRQVLVWV�RI�YDULDEOH�FRQVLGHUDWLRQ�IRU�WKH�PRVW�OLNHO\�DPRXQW�RI�HVWLPDWHG�FRQVLGHUDWLRQ�WR�EH�UHFHLYHG�XQGHU
WKH�IL[HG�IHH�RU�FRVW�SOXV�DUUDQJHPHQW�DQG�WKH������PLOOLRQ�ZKLFK�ZDV�DOORFDWHG�WR�WKH�DVVRFLDWHG�PDWHULDO�ULJKW�XQGHU�WKH�0RWLI�,3�$JUHHPHQW��$V
WKH�VHUYLFHV�SHUIRUPHG�E\�WKH�&RPSDQ\�FUHDWH�RU�HQKDQFH�DQ�DVVHW��L�H���WKH�VSHFLILHG�LQJUHGLHQW��WKDW�0RWLI�FRQWUROV�DV�WKH�DVVHW�LV�FUHDWHG�RU
HQKDQFHG��WKH�&RPSDQ\�VDWLVILHV�WKH�SHUIRUPDQFH�REOLJDWLRQ�DQG�UHFRJQL]HV�UHYHQXH�RYHU�WLPH��7KH�&RPSDQ\�XVHV�DQ�LQSXW�PHWKRG�WKDW�FRPSDUHV
WRWDO�FRVWV�LQFXUUHG�UHODWLYH�WR�WRWDO�HVWLPDWHG�FRVW�WR�FRPSOHWH�WR�HVWLPDWH�SURJUHVV�XQGHU�WKH�FRQWUDFW��$Q\�UHYLVLRQV�WR�WKH�HVWLPDWHG�WRWDO
EXGJHWHG�FRVWV�WR�FRPSOHWH��DQG�WKH�UHVXOWLQJ�LPSDFW�WR�UHYHQXH�UHFRJQLWLRQ��DUH�UHIOHFWHG�LQ�WKH�SHULRG�RI�WKH�FKDQJH�WKURXJK�D�FXPXODWLYH�FDWFK�
XS�DGMXVWPHQW�

$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�KDG�D�GHIHUUHG�UHYHQXH�EDODQFH�RI�������PLOOLRQ�ZLWK�0RWLI��(IIHFWLYH�LQ�$XJXVW�������WKH�0RWLI�,3
$JUHHPHQW�DQG�WKH�0RWLI�7'$�ZHUH�PXWXDOO\�WHUPLQDWHG�ZLWK�QR�DGMXVWPHQW�WR�WKH�RULJLQDO�FRQVLGHUDWLRQ��$V�D�UHVXOW��WKH�&RPSDQ\�KDV�QR�IXUWKHU
REOLJDWLRQ�WR�SHUIRUP�VHUYLFHV�IRU�0RWLI�DQG��DFFRUGLQJO\��WKH�UHPDLQLQJ�������PLOOLRQ�LQ�GHIHUUHG�UHYHQXH�KDV�EHHQ�UHFRJQL]HG�LQ�IXOO�DV�UHYHQXH
GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������5HYHQXH�UHFRJQL]HG�GXULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������ZDV������PLOOLRQ�DQG������PLOOLRQ�
UHVSHFWLYHO\�

*HQRPDWLFD��,QF�

�����*HQRPDWLFD�$JUHHPHQW

,Q�������WKH�&RPSDQ\�SXUFKDVHG�6HULHV�$�SUHIHUUHG�VWRFN�RI�*HQRPDWLFD��,QF���³*HQRPDWLFD´���D�ELRWHFKQRORJ\�FRPSDQ\�VSHFLDOL]LQJ�LQ�WKH
GHYHORSPHQW�DQG�PDQXIDFWXULQJ�RI�LQWHUPHGLDWH�DQG�VSHFLDOW\�FKHPLFDOV�IURP�ERWK�VXJDU�DQG�DOWHUQDWLYH�IHHGVWRFNV��7KH�&RPSDQ\�DOVR�HQWHUHG
LQWR�D�&ROODERUDWLRQ�$JUHHPHQW�ZLWK�*HQRPDWLFD��³*HQRPDWLFD�&ROODERUDWLRQ´��LQ�FRQQHFWLRQ�ZLWK�WKH�ILQDQFLQJ��7KH�*HQRPDWLFD�&ROODERUDWLRQ�ZDV
HQWHUHG�LQWR�WR�VKDUH�H[SHUWLVH�RQ�ELRWHFKQRORJ\�VROXWLRQV��6SHFLILFDOO\��*HQRPDWLFD�SURYLGHG�WKH�&RPSDQ\�ZLWK�VFDOH�XS�DQG�SURFHVV�RSWLPL]DWLRQ
IXQFWLRQV��DQG�WKH�&RPSDQ\�KDV�SURYLGHG�*HQRPDWLFD�ZLWK�FHUWDLQ�WHFKQRORJ\�GHYHORSPHQW�IXQFWLRQV�JHQHUDOO\�FHQWHUHG�RQ�KLJK�WKURXJKSXW
VWUDLQ�HQJLQHHULQJ�FDSDELOLWLHV��7KH�*HQRPDWLFD�&ROODERUDWLRQ¶V�IRFXV�ZDV�RQ�REWDLQLQJ�QHZ�FXVWRPHUV�IRU�HLWKHU�SDUW\�WKDW�FRXOG�EHQHILW�IURP�WKH
FRPELQHG�H[SHUWLVH�RI�ERWK�SDUWLHV��DQG�WKH�DJUHHPHQW�SURYLGHV�IRU�SURILW�VKDULQJ�DOORFDWLRQV�EHWZHHQ�*HQRPDWLFD�DQG�WKH�&RPSDQ\�GHSHQGLQJ�RQ
WKH�FDWHJRU\�RI�WKH�SRWHQWLDO�SURGXFW��(DFK�SDUW\�LV�UHVSRQVLEOH�IRU�WKHLU�RZQ�FRVWV�LQFXUUHG�XQGHU�DQ�DJUHHG�XSRQ�7'3�

�����*HQRPDWLFD�$JUHHPHQW

,Q�6HSWHPEHU�������WKH�&RPSDQ\�HQWHUHG�LQWR�D�VWRFN�SXUFKDVH�DJUHHPHQW�ZLWK�*HQRPDWLFD�XQGHU�ZKLFK�LW�UHFHLYHG�������PLOOLRQ�RI�6HULHV�%
SUHIHUUHG�VWRFN�IURP�*HQRPDWLFD��,Q�OLHX�RI�FDVK�FRQVLGHUDWLRQ��WKH�&RPSDQ\�HQWHUHG�LQWR�D�)RXQGU\�7HUPV�RI�6HUYLFH�$JUHHPHQW��³*HQRPDWLFD
)6$´��ZLWK�*HQRPDWLFD�LQ�ZKLFK�WKH�&RPSDQ\�ZRXOG�SURYLGH�XS�WR�������PLOOLRQ�LQ�VHUYLFHV�DW�QR�FKDUJH�WR�*HQRPDWLFD��³,QLWLDO�3UHSD\PHQW´���7KH
*HQRPDWLFD�)6$�WHUPLQDWHG�WKH�*HQRPDWLFD�&ROODERUDWLRQ�DQG�FKDQJHG�WKH�SULFLQJ�WHUPV�IRU�ZRUN�SHUIRUPHG�XQGHU�7'3V�WR�D�FRVW�SOXV�IL[HG
PDUJLQ�DJUHHPHQW��*HQRPDWLFD�FDQ�DSSO\�D�SRUWLRQ�RI�WKH�������PLOOLRQ�LQ�SUHSDLG�VHUYLFHV�WR�RXWVWDQGLQJ�LQYRLFHV�XQGHU�WKH�*HQRPDWLFD�)6$�
VXEMHFW�WR�FHUWDLQ�OLPLWDWLRQV�WKDW�UHTXLUH�FDVK�SD\PHQW�IRU�VHUYLFHV�RYHU�FHUWDLQ�PRQWKO\�WKUHVKROGV��)XUWKHU��ZKLOH�WKH�*HQRPDWLFD�)6$�UHSODFHG
WKH�*HQRPDWLFD�&ROODERUDWLRQ��DQ\�IHHV�WKDW�ZRXOG�KDYH�EHHQ�SDLG�WR�RU�E\�WKH�&RPSDQ\�XQGHU�FRQWUDFWV�SUHYLRXVO\�JRYHUQHG�E\�WKH�*HQRPDWLFD
&ROODERUDWLRQ�FRQWLQXHG�WR�EH�VKDUHG�EHWZHHQ�WKH�SDUWLHV��7KHVH�DPRXQWV�DUH�HLWKHU��L��DGGHG�WR��LI�SD\DEOH�WR�WKH�&RPSDQ\��RU��LL��UHGXFHG�IURP��LI
SD\DEOH�WR�*HQRPDWLFD��WKH�EDODQFH�RI

)���



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

WKH�SUHSDLG�VHUYLFHV�RYHU�WKH�WHUP�RI�WKH�DUUDQJHPHQW��ZLWK�FHUWDLQ�UHVWULFWLRQV��$V�RI�'HFHPEHU����������DQG�������WKH�&RPSDQ\�KDV�UHFHLYHG�����
PLOOLRQ�DQG������PLOOLRQ��UHVSHFWLYHO\��XQGHU�WKH�*HQRPDWLFD�)6$��$OO�FRQWUDFWV�SUHYLRXVO\�JRYHUQHG�E\�WKH�*HQRPDWLFD�&ROODERUDWLRQ�KDYH�HQGHG
DV�RI�'HFHPEHU�����������WKHUHIRUH��QR�DGGLWLRQDO�SD\PHQWV�DUH�H[SHFWHG�

$FFRXQWLQJ�$QDO\VLV

7KH�&RPSDQ\�FRQFOXGHG�WKH�SUHIHUUHG�VWRFN�LQYHVWPHQW�ZDV�QRW�LQ�VXEVWDQFH�FRPPRQ�VWRFN�DQG�WKHUHIRUH�GLG�QRW�TXDOLI\�IRU�DFFRXQWLQJ�DV�DQ
HTXLW\�PHWKRG�LQYHVWPHQW��5DWKHU��WKH�&RPSDQ\�FRQFOXGHG�WKH�SUHIHUUHG�VWRFN�LQYHVWPHQW�VKRXOG�EH�DFFRXQWHG�IRU�DV�DQ�HTXLW\�VHFXULW\�DV�LW
UHSUHVHQWV�DQ�RZQHUVKLS�LQWHUHVW�LQ�*HQRPDWLFD�WKDW�LV�QRW�PDQGDWRULO\�UHGHHPDEOH�QRU�GRHV�WKH�&RPSDQ\�KDYH�WKH�XQLODWHUDO�ULJKW�WR�UHGHHP�WKH
SUHIHUUHG�VWRFN��*HQRPDWLFD¶V�SUHIHUUHG�VWRFN�LV�QRW�H[FKDQJH�WUDGHG�DQG�GRHV�QRW�KDYH�D�UHDGLO\�GHWHUPLQDEOH�IDLU�YDOXH��7KHUHIRUH��WKH�&RPSDQ\
DFFRXQWV�IRU�WKH�*HQRPDWLFD�SUHIHUUHG�VWRFN�XQGHU�WKH�PHDVXUHPHQW�DOWHUQDWLYH�IRU�HTXLW\�LQYHVWPHQWV�WKDW�GR�QRW�KDYH�D�UHDGLO\�GHWHUPLQDEOH�IDLU
YDOXH��ZKLFK�LQ�WKLV�FDVH�LV�DW�KLVWRULFDO�FRVW��$V�RI�'HFHPEHU����������DQG�������WKH�FRVW�RI�WKH�LQYHVWPHQW�LQ�*HQRPDWLFD�SUHIHUUHG�VWRFN�ZDV�]HUR
DQG�������PLOOLRQ��UHVSHFWLYHO\��DQG�LV�LQFOXGHG�LQ�LQYHVWPHQWV�RQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHW�

8QGHU�WKH�*HQRPDWLFD�&ROODERUDWLRQ��WKH�&RPSDQ\�ZDV�HQWLWOHG�WR�UHFHLYH�D�SRUWLRQ�RI�IHHV�HDUQHG�IURP�WKLUG�SDUW\�FXVWRPHUV�RI�*HQRPDWLFD�WKDW
ZHUH�ZLWKLQ�WKH�VFRSH�RI�WKH�DJUHHPHQW��7KH�&RPSDQ\�DFFRXQWHG�IRU�WKH�FROODERUDWLRQ�XQGHU�$6&������KRZHYHU�WKH�&RPSDQ\�DSSOLHG�$6&�����E\
DQDORJ\�IRU�PHDVXUHPHQW�DQG�UHFRJQLWLRQ�SXUSRVHV��8QGHU�WKH�*HQRPDWLFD�&ROODERUDWLRQ��WKH�&RPSDQ\¶V�SURPLVHV�FRQVLVWHG�RI��L��OLFHQVHV�WR�WKH
&RPSDQ\¶V�LQWHOOHFWXDO�SURSHUW\��UHODWHG�WR�WKH�VSHFLILHG�GHYHORSPHQW�ZRUN��DQG��LL��UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV��7KH�&RPSDQ\�GHWHUPLQHG
WKDW�WKHUH�ZDV�D�VLQJOH��FRPELQHG�SHUIRUPDQFH�REOLJDWLRQ�FRQVLVWLQJ�RI�UHVHDUFK�VHUYLFHV�DQG�OLFHQVHV�WR�FHUWDLQ�LQWHOOHFWXDO�SURSHUW\��7KH�&RPSDQ\
UHFRJQL]HG�WKH�UHYHQXH�IRU�WKH�FRPELQHG�SHUIRUPDQFH�REOLJDWLRQ�XVLQJ�DQ�RYHU�WLPH�LQSXW�PHWKRG��DV�WKH�&RPSDQ\¶V�SHUIRUPDQFH�XQGHU�WKH
FRQWUDFW�FUHDWHG�RU�HQKDQFHG�WKH�WDUJHW�SURGXFW�RU�VWUDLQ�DV�VXFK�SURGXFW�RU�VWUDLQ�ZDV�GHYHORSHG��7KH�&RPSDQ\�PHDVXUHG�SURJUHVV�EDVHG�RQ�WKH
FRVW�LQFXUUHG�UHODWLYH�WR�WRWDO�IRUHFDVWHG�FRVW�

7KH�*HQRPDWLFD�)6$�UHSUHVHQWV�D�PRGLILFDWLRQ�WR�WKH�*HQRPDWLFD�&ROODERUDWLRQ�WKDW�UHVXOWHG�LQ�D�FKDQJH�LQ�WUDQVDFWLRQ�SULFH�IURP�PLOHVWRQHV�WR�D
FRVW�SOXV�IL[HG�PDUJLQ�VWUXFWXUH��7KH�*HQRPDWLFD�)6$�GLG�QRW�UHVXOW�LQ�WKH�DGGLWLRQ�RI�DQ\�GLVWLQFW�SURPLVHG�JRRGV�RU�VHUYLFHV��DQG�WKH�&RPSDQ\¶V
UHPDLQLQJ�REOLJDWLRQ�SRVW�PRGLILFDWLRQ�ZDV�WR�ILQLVK�WKH�SDUWLDOO\�VDWLVILHG�GHYHORSPHQW�ZRUN�WKDW�KDG�FRPPHQFHG�XQGHU�WKH�*HQRPDWLFD
&ROODERUDWLRQ��7KLV�SHUIRUPDQFH�REOLJDWLRQ�ZDV�VDWLVILHG�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����������DQG�WKH�SDUWLHV�KDYH�HQWHUHG�LQWR�VXEVHTXHQW
7'3V�XQGHU�WKH�*HQRPDWLFD�)6$�

$V�RI�'HFHPEHU����������DQG�������WKH�&RPSDQ\�KDG�D�GHIHUUHG�UHYHQXH�EDODQFH�RI������PLOOLRQ�DQG������PLOOLRQ��UHVSHFWLYHO\��ZLWK�*HQRPDWLFD�
'XULQJ�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKH�&RPSDQ\�UHFRJQL]HG�UHYHQXH�RI������PLOOLRQ�������PLOOLRQ�DQG�������PLOOLRQ�
UHVSHFWLYHO\��IURP�VHUYLFHV�SURYLGHG�WR�*HQRPDWLFD�

-R\Q�%LR��//&

6XPPDU\�RI�$UUDQJHPHQW

,Q�6HSWHPEHU�������WKH�&RPSDQ\�DQG�FHUWDLQ�RWKHU�LQYHVWRUV�IRUPHG�&RRNVRQLD�IRU�WKH�SXUSRVHV�RI�KROGLQJ�WKH�&RPSDQ\¶V�LQYHVWPHQW�LQ�-R\Q�%LR�
&RQFXUUHQWO\��&RRNVRQLD�HQWHUHG�LQWR�D�FRPPLWPHQW�DJUHHPHQW�ZLWK�%D\HU�&URS6FLHQFH�/3��³%D\HU´��WR�IRUP�-R\Q�%LR��7KH�SXUSRVH�RI�-R\Q�%LR
ZDV�WR�UHVHDUFK��GHYHORS��GLVFRYHU��DQG�FRPPHUFLDOL]H�HQJLQHHUHG�PLFUREHV�IRU�XVH�LQ�DJULFXOWXUH��7KH�LQLWLDO�SURJUDP�XVHG�DGYDQFHG�WHFKQLTXHV�LQ
ELRORJ\�WR�VWXG\�DQG�HQJLQHHU�QDWXUDOO\�RFFXUULQJ�VRLO�PLFUREHV�DQG�WKHLU�QLWURJHQ�IL[LQJ�JHQHV�WR�HQDEOH�FURSV�WR�SURGXFH�WKHLU�RZQ�IL[HG�QLWURJHQ
DQG�UHGXFH�WKH�QLWURJHQ�IHUWLOL]HU�UHTXLUHG�

7KH�&RPSDQ\�FRQWULEXWHG������PLOOLRQ�LQ�FDVK�DQG�FHUWDLQ�LQWHOOHFWXDO�SURSHUW\�WR�&RRNVRQLD�LQ�H[FKDQJH�IRU�D�����HTXLW\�LQWHUHVW�LQ�&RRNVRQLD
�³&ODVV�$�8QLWV´���&RRNVRQLD�UHFHLYHG�������PLOOLRQ�LQ�FDVK�IURP�DQRWKHU�LQYHVWRU��ZKR�LV�D�UHODWHG�SDUW\�RI�WKH�&RPSDQ\��IRU�D�����HTXLW\�LQWHUHVW
LQ�&RRNVRQLD��³&ODVV�%�8QLWV´���&RRNVRQLD�DOVR�UHFHLYHG�FHUWDLQ�LQWHOOHFWXDO�SURSHUW\�IURP�*HQRPDWLFD�DQG�LVVXHG�*HQRPDWLFD�D�����HTXLW\�LQWHUHVW
LQ�&RRNVRQLD��³&RRNVRQLD�&ODVV�&�8QLWV´��DQG�SDLG�*HQRPDWLFD������PLOOLRQ�LQ�FDVK��6XEVHTXHQWO\��&RRNVRQLD�FRQWULEXWHG�������PLOOLRQ�DQG�DOO
LQWHOOHFWXDO�SURSHUW\�UHFHLYHG�IURP�WKH�&RPSDQ\�DQG�*HQRPDWLFD�LQ�H[FKDQJH�IRU�D�����HTXLW\�LQWHUHVW�LQ�-R\Q�%LR��%D\HU�FRQWULEXWHG�������PLOOLRQ
LQ�FDVK�IXQGLQJ�SOXV�VSHFLILHG�LQWHOOHFWXDO�SURSHUW\��,Q�DGGLWLRQ��%D\HU�FRPPLWWHG�WR�FRQWULEXWH�XS�WR�DQ�DGGLWLRQDO�������PLOOLRQ�WR�EH�SDLG�VXEMHFW�WR
FHUWDLQ�IXQGLQJ�SURFHGXUHV��,Q�UHWXUQ��%D\HU�REWDLQHG�D�����HTXLW\�LQWHUHVW�LQ�-R\Q�%LR��7KH�DJUHHPHQWV�PD\�EH�WHUPLQDWHG�E\�PXWXDO�DJUHHPHQW�
IROORZLQJ�D�FKDQJH�LQ�FRQWURO��DQG�IRU�EUHDFK�

)���
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-R\Q�%LR�ZDV�JRYHUQHG�E\�D�%RDUG�RI�0DQDJHUV��³-R\Q�%LR�%RDUG´��FRPSULVHG�RI�HTXDO�UHSUHVHQWDWLRQ�RI�WKH�&RPSDQ\�DQG�%D\HU��7KH�-R\Q�%LR
%RDUG�KDG�DOO�WKH�ULJKWV��SRZHUV��REOLJDWLRQV��DQG�DXWKRULW\�WR�PDQDJH�WKH�EXVLQHVV�DQG�DIIDLUV�RI�-R\Q�%LR�

7KH�&RPSDQ\�DOVR�HQWHUHG�LQWR�D�)RXQGU\�6HUYLFHV�$JUHHPHQW��³-R\Q�%LR�)6$´��ZLWK�-R\Q�%LR�XQGHU�ZKLFK�WKH�&RPSDQ\�ZLOO�SURYLGH�-R\Q�%LR
ZLWK�WHFKQLFDO�VHUYLFHV�DQG�SUHIHUUHG�DFFHVV�WR�WKH�&RPSDQ\¶V�IDFLOLWLHV��-R\Q�%LR�SDLG�WKH�&RPSDQ\�D�QRQUHIXQGDEOH�������PLOOLRQ�SUHSD\PHQW�IRU
VHUYLFHV�WR�EH�SURYLGHG�XQGHU�WKH�-R\Q�%LR�)6$��³-R\Q�%LR�3UHSDLG�6HUYLFHV´���7KH�-R\Q�%LR�3UHSDLG�6HUYLFHV�FDQ�EH�XWLOL]HG�IRU�WHFKQLFDO�VHUYLFHV
SHUIRUPHG�E\�WKH�&RPSDQ\��LWV�VXEFRQWUDFWRUV��DQG�WKLUG�SDUWLHV�LQYROYHG�LQ�WKH�SHUIRUPDQFH�RI�WKH�RYHUDOO�WHFKQLFDO�VHUYLFHV��$PRXQWV�GXH�WR�WKH
&RPSDQ\�DUH�DSSOLHG�WR�WKH�EDODQFH�RI�-R\Q�%LR�3UHSDLG�6HUYLFHV�DV�HDUQHG��'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������-R\Q�%LR�PDGH�DQ�DGGLWLRQDO
������PLOOLRQ�SUHSD\PHQW�IRU�VHUYLFHV��³-R\Q�%LR�$GGLWLRQDO�3UHSDLG�6HUYLFHV´���8QGHU�FHUWDLQ�-R\Q�%LR�WHUPLQDWLRQ�VFHQDULRV��DQ\�DPRXQW�RI
XQXVHG�-R\Q�%LR�$GGLWLRQDO�3UHSDLG�6HUYLFHV�VKDOO�EH�UHSDLG�E\�WKH�&RPSDQ\�WR�-R\Q�%LR�

$FFRXQWLQJ�$QDO\VLV

)URP�LQFHSWLRQ��WKH�&RPSDQ\¶V�LQYHVWPHQW�LQ�&RRNVRQLD�KDV�UHSUHVHQWHG�D�FRQWUROOLQJ�ILQDQFLDO�LQWHUHVW��UHVXOWLQJ�LQ�FRQVROLGDWLRQ�RI�&RRNVRQLD
ZLWKLQ�WKH�&RPSDQ\¶V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��VHH�1RWH�����7KH�LQLWLDO�FDVK�DQG�LQ�NLQG�FRQWULEXWLRQV�WKH�&RPSDQ\�PDGH�WR�&RRNVRQLD
KDYH�EHHQ�UHFRUGHG�DW�FDUU\LQJ�YDOXH�DV�WKH�WUDQVDFWLRQ�ZDV�ZLWK�HQWLWLHV�XQGHU�FRPPRQ�FRQWURO��$OO�DVVHWV�RI�&RRNVRQLD�DIWHU�WKH�LQLWLDO
LQYHVWPHQWV��QHW�RI�WKH�DPRXQWV�SDLG�WR�*HQRPDWLFD��ZHUH�FRQWULEXWHG�WR�-R\Q�%LR�IRU�D�����HTXLW\�LQWHUHVW�LQ�-R\Q�%LR��7KH�LQLWLDO�FDUU\LQJ�YDOXH�RI
WKH�&RPSDQ\¶V�HTXLW\�LQWHUHVW�LQ�&RRNVRQLD�ZDV�������PLOOLRQ��FRPSULVHG�RI�WKH�LQLWLDO������PLOOLRQ�FDVK�LQYHVWPHQW�DQG�DQ������PLOOLRQ�DGMXVWPHQW
IRU�&RRNVRQLD¶V�FODLP�RQ�QHW�DVVHWV�LQ�DFFRUGDQFH�ZLWK�$6&������&RQVROLGDWLRQ��UHFRJQL]HG�WR�UHIOHFW�D�FHUWDLQ�LQYHVWRU¶V�OLTXLGDWLRQ�SUHIHUHQFH�LQ
D�WHUPLQDWLRQ�HYHQW�WKDW�UHSUHVHQWV�D�VXEVWDQWLYH�SURILW�VKDULQJ�DJUHHPHQW��7KH�LQLWLDO�FDUU\LQJ�YDOXH�RI�WKH�QRQ�FRQWUROOLQJ�LQWHUHVW�ZDV�FRPSULVHG
RI�FDVK�DQG�LQWHOOHFWXDO�SURSHUW\�FRQWULEXWLRQV�IURP�WKH�RWKHU�LQYHVWRUV�RI�������PLOOLRQ��OHVV�WKH������PLOOLRQ�DGMXVWPHQW�IRU�WKH�QRQ�FRQWUROOLQJ
LQWHUHVW�KROGHUV¶�FODLP�RQ�WKH�QHW�DVVHWV�RI�&RRNVRQLD�

&RRNVRQLD�DFFRXQWHG�IRU�LWV�����HTXLW\�LQWHUHVW�LQ�-R\Q�%LR�DV�DQ�HTXLW\�PHWKRG�LQYHVWPHQW�EDVHG�RQ�WKH�VL]H�RI�LWV�HTXLW\�LQWHUHVW�DQG�LWV
LQIOXHQFH�RQ�WKH�ERDUG�RI�GLUHFWRUV��7KH�HTXLW\�PHWKRG�LQYHVWPHQW�LQ�-R\Q�%LR�ZDV�UHFRUGHG�DW�DQ�LQLWLDO�FDUU\LQJ�YDOXH�RI�������PLOOLRQ��ZKLFK�ZDV
WKH�IDLU�YDOXH�RI�&RRNVRQLD¶V�LQWHUHVW�LQ�-R\Q�%LR��7KH�IDLU�YDOXH�ZDV�GHWHUPLQHG�E\�PDQDJHPHQW�ZLWK�WKH�DVVLVWDQFH�RI�D�WKLUG�SDUW\�YDOXDWLRQ
VSHFLDOLVW��7KH�RSWLRQ�SULFLQJ�PRGHO�XVHG�D�EDFN�VROYH�PHWKRGRORJ\�WR�GHWHUPLQH�WKH�WRWDO�HTXLW\�YDOXH�EDVHG�RQ�WKH�SULFLQJ�RI�WKH�&ODVV�%�8QLWV
ZKLFK�ZHUH�H[FKDQJHG�IRU�FDVK��7KH�OLFHQVH�RI�LQWHOOHFWXDO�SURSHUW\�WR�-R\Q�%LR�KDV�EHHQ�DFFRXQWHG�IRU�XQGHU�$6&�����DV�GHVFULEHG�EHORZ��8SRQ
OLTXLGDWLRQ��WKH�QHW�DVVHWV�RI�-R\Q�%LR�DUH�QRW�GLVWULEXWHG�LQ�DFFRUGDQFH�ZLWK�HDFK�SDUW\¶V�UHVSHFWLYH�RZQHUVKLS�LQWHUHVW��'HSHQGLQJ�RQ�WKH
FLUFXPVWDQFHV�RU�W\SH�RI�OLTXLGDWLRQ�HYHQW��%D\HU�RU�&RRNVRQLD�PD\�UHFHLYH�FHUWDLQ�SUHIHUHQFH�SD\PHQWV�RU�SULRULW\�LQ�WKH�DVVHWV�WKDW�DUH
GLVWULEXWHG��7KHVH�SUHIHUHQFHV�UHSUHVHQW�D�VXEVWDQWLYH�SURILW�VKDULQJ�DUUDQJHPHQW�DQG��DFFRUGLQJO\��&RRNVRQLD�UHFRJQL]HG�HDUQLQJV�DQG�ORVVHV�RQ
LWV�HTXLW\�PHWKRG�LQYHVWPHQW�XVLQJ�WKH�+/%9�PHWKRG��5HIHU�WR�1RWH���IRU�DGGLWLRQDO�GHWDLOV�RQ�&RRNVRQLD
V�LQYHVWPHQW�LQ�-R\Q�%LR�

7KH�&RPSDQ\�DFFRXQWHG�VHSDUDWHO\�XQGHU�$6&�����IRU�&RRNVRQLD¶V�FRQWULEXWLRQ�RI�LWV�LQWHOOHFWXDO�SURSHUW\�DQG�WKH�VHUYLFHV�SHUIRUPHG�E\�WKH
&RPSDQ\�XQGHU�WHFKQLFDO�SURMHFW�SODQV�JRYHUQHG�E\�WKH�-R\Q�%LR�)6$��7KH�&RPSDQ\�DFFRXQWHG�IRU�WKH�LQWHOOHFWXDO�SURSHUW\�VDOH�DQG�WKH�WHFKQLFDO
VHUYLFHV�VHSDUDWHO\�DV�WKH�WZR�DJUHHPHQWV�ZHUH�QRW�QHJRWLDWHG�ZLWK�D�VLQJOH�FRPPHUFLDO�REMHFWLYH��WKH�FRQVLGHUDWLRQ�XQGHU�HDFK�DJUHHPHQW�ZDV�QRW
LQWHUGHSHQGHQW��DQG�WKH�LQWHOOHFWXDO�SURSHUW\�FRQWULEXWLRQ�IURP�&RRNVRQLD�ZDV�VHSDUDWH�DQG�GLVWLQFW�IURP�WKH�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV
SHUIRUPHG�XQGHU�WKH�-R\Q�%LR�)6$�

7KH�&RPSDQ\�FRQVLGHUV�WKH�JUDQWLQJ�RI�OLFHQVHV�WR�WKH�&RPSDQ\¶V�LQWHOOHFWXDO�SURSHUW\�DV�SDUW�RI�LWV�RUGLQDU\�EXVLQHVV�DFWLYLWLHV��DQG�WKHUHIRUH
&RRNVRQLD¶V�FRQWULEXWLRQ�RI�LQWHOOHFWXDO�SURSHUW\�WR�-R\Q�%LR�UHSUHVHQWHG�D�FRQWUDFW�ZLWK�D�FXVWRPHU��7KH�LQWHOOHFWXDO�SURSHUW\�FRQWDLQHG�PXOWLSOH
OLFHQVHV�IRU�ZKLFK�FRQWURO�WUDQVIHUUHG�DW�LQFHSWLRQ�DQG�DOO�UHYHQXH�DVVRFLDWHG�ZLWK�WKH�OLFHQVHV�ZDV�UHFRJQL]HG�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����
�����

7KH�-R\Q�%LR�)6$�IXQFWLRQHG�DV�D�PDVWHU�VHUYLFHV�DJUHHPHQW�WKDW�SURYLGHG�D�IUDPHZRUN�IRU�WKH�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�UHODWLRQVKLS
EHWZHHQ�WKH�&RPSDQ\�DQG�-R\Q�%LR��7KH�-R\Q�%LR�)6$�GLG�QRW�FUHDWH�D�FRQWUDFW�XQGHU�$6&�����DV�LW�GLG�QRW�LGHQWLI\�JRRGV�RU�VHUYLFHV�WR�EH
SHUIRUPHG�QRU�GLG�LW�GHILQH�FRQVLGHUDWLRQ�XQGHU�WKH�FRQWUDFW��8SRQ�WKH�H[HFXWLRQ�RI�D�WHFKQLFDO�SURMHFW�SODQ�XQGHU�WKH�-R\Q�%LR�)6$��WKH
DUUDQJHPHQW�TXDOLILHG�DV�D�FRQWUDFW�XQGHU�$6&�����

)���
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7KH�&RPSDQ\�DFFRXQWHG�IRU�HDFK�WHFKQLFDO�SURMHFW�VHSDUDWHO\��(DFK�WHFKQLFDO�SURMHFW�SODQ�SURYLGHG�IRU�GLVWLQFW�VHUYLFHV�LQ�WKH�FRQWH[W�RI�WKH
FRQWUDFW��ZDV�VHSDUDWHO\�QHJRWLDWHG�ZLWK�-R\Q�%LR��IRFXVHG�RQ�GLIIHUHQW�VSHFLILHG�VWUDLQV�ZLWK�VHSDUDWH�VFRSHV�RI�ZRUN��DQG�KDG�LWV�RZQ�EXGJHW�
7KH�VROH�SHUIRUPDQFH�REOLJDWLRQ�XQGHU�HDFK�LQGLYLGXDO�WHFKQLFDO�SURMHFW�SODQ�FRQVLVWHG�RI�WKH�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�DV�WKH�UHTXLVLWH
OLFHQVHV�ZHUH�WUDQVIHUUHG�SULRU�WR�WKH�H[HFXWLRQ�RI�WKH�WHFKQLFDO�SURMHFW�SODQV��7KH�WUDQVDFWLRQ�SULFH�IRU�HDFK�WHFKQLFDO�SURMHFW�SODQ�ZDV�GHWHUPLQHG
DW�SODQ�LQFHSWLRQ�EDVHG�RQ�WKH�FRQVLGHUDWLRQ�WKDW�WKH�&RPSDQ\�QHJRWLDWHG�LQ�H[FKDQJH�IRU�WKH�VHUYLFHV�WR�EH�SURYLGHG��7KH�&RPSDQ\¶V
SHUIRUPDQFH�XQGHU�HDFK�WHFKQLFDO�SURMHFW�SODQ�FUHDWHG�RU�HQKDQFHG�DVVHWV�XQGHU�-R\Q�%LR¶V�FRQWURO��-R\Q�%LR�UHFHLYHG�WKH�EHQHILWV�RI�WKH�RXWSXW�RI
WKH�UHVHDUFK�DQG�GHYHORSPHQW�VHUYLFHV�ZKLFK�DOORZHG�-R\Q�%LR�WR�PDNH�VWUDWHJLF�EXVLQHVV�GHFLVLRQV�RQ�WKH�GLUHFWLRQ�RI�HDFK�SURGXFW�FDQGLGDWH�
7KHUHIRUH��WKH�&RPSDQ\�VDWLVILHG�WKH�UHVSHFWLYH�SHUIRUPDQFH�REOLJDWLRQV�DQG�UHFRJQL]HG�UHYHQXH�RYHU�WLPH�

2Q�2FWREHU�����������%D\HU�DQG�*LQNJR�HQWHUHG�LQWR�WKH�-9�7HUPLQDWLRQ�$JUHHPHQW��ZKLFK�LQLWLDWHG�WKH�GLVVROXWLRQ�RI�-R\Q�%LR��VHH�1RWH�����8SRQ
GLVVROXWLRQ��WKH�&RPSDQ\
V�GHIHUUHG�UHYHQXH�EDODQFH�ZLWK�-R\Q�%LR�ZDV�DSSOLHG�WR�%D\HU¶V�7HFKQLFDO�'HYHORSPHQW�$JUHHPHQW�ZLWK�WKH�&RPSDQ\�

'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�&RPSDQ\�UHFRJQL]HG�UHYHQXH�RI������PLOOLRQ�IURP�VHUYLFHV�SURYLGHG�WR�-R\Q�%LR�IRU�ZKLFK�WKH
EDODQFH�ZDV�DSSOLHG�DJDLQVW�GHIHUUHG�UHYHQXH�

����(PSOR\HH�%HQHILW�3ODQ

7KH�&RPSDQ\�PDLQWDLQV�D�����N��UHWLUHPHQW�VDYLQJV�SODQ�IRU�LWV�HPSOR\HHV�ZKR�VDWLVI\�FHUWDLQ�HOLJLELOLW\�UHTXLUHPHQWV��8QGHU�WKLV�SODQ��WKH
&RPSDQ\�PDNHV�D����QRQ�HOHFWLYH�FRQWULEXWLRQ�WR�DOO�HOLJLEOH�HPSOR\HHV�HTXDO�WR�XS�WR����RI�HOLJLEOH�FRPSHQVDWLRQ��ZKLFK�IXOO\�YHVWV�RQFH�VXFK
HOLJLEOH�SDUWLFLSDQW�KDV�FRPSOHWHG�WZR�\HDUV�RI�FRQWLQXRXV�VHUYLFH��(IIHFWLYH�-DQXDU\����������WKH����QRQ�HOHFWLYH�FRQWULEXWLRQ�LV�FDSSHG�IRU
HPSOR\HHV�HDUQLQJ����������RU�PRUH�LQ�DQQXDO�VDODU\��UHVXOWLQJ�LQ�D�PD[LPXP�HPSOR\HU�FRQWULEXWLRQ�RI���������)RU�WKH�\HDUV�HQGHG�'HFHPEHU����
�����������DQG�������WKH�&RPSDQ\�FRQWULEXWHG������PLOOLRQ�������PLOOLRQ�DQG������PLOOLRQ��UHVSHFWLYHO\��WR�WKH�SODQ��

����,QFRPH�7D[HV

)RU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKH�ORVV�EHIRUH�LQFRPH�WD[HV�FRQVLVWHG�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

'RPHVWLF � ��������� � ��������� � �����������
)RUHLJQ �������� ������� �������
7RWDO � ��������� � ��������� � �����������

�

)RU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������WKH�&RPSDQ\�UHFRUGHG�WKH�IROORZLQJ�LQFRPH�WD[�H[SHQVH��EHQHILW���LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

&XUUHQW�
6WDWH � ���� � ���� � ����
)RUHLJQ ����� ���� ����

7RWDO�FXUUHQW ���� ���� ����
'HIHUUHG�
)HGHUDO �� �� ��������
6WDWH �� �� �������
)RUHLJQ ����� ����� �������

7RWDO�GHIHUUHG ����� ����� ��������
,QFRPH�WD[�EHQHILW � ����� � ���� � ��������

�

)���
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$�UHFRQFLOLDWLRQ�RI�LQFRPH�WD[�EHQHILW�FRPSXWHG�DW�WKH�VWDWXWRU\�FRUSRUDWH�LQFRPH�WD[�UDWH�WR�WKH�HIIHFWLYH�LQFRPH�WD[�UDWH�IRU�WKH�\HDUV�HQGHG
'HFHPEHU����������������DQG������LV�DV�IROORZV�

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

)HGHUDO�LQFRPH�WD[�DW�VWDWXWRU\�UDWH ������ ������ ������
6WDWH�LQFRPH�WD[ ���� ���� ��
&KDQJH�LQ�YDOXDWLRQ�DOORZDQFH ������ ����� ����
6WRFN�EDVHG�FRPSHQVDWLRQ ����� ������ ������
([HFXWLYH�FRPSHQVDWLRQ ���� ���� �����
7D[�FUHGLWV ���� ���� ����
,QYHVWPHQWV�LQ�VXEVLGLDULHV�DQG�RWKHU ����� ������ ��
2WKHU ����� ����� ����
(IIHFWLYH�WD[�UDWH ����� ��� �����

��

7KH�&RPSDQ\¶V�GHIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�FRQVLVW�RI�WKH�IROORZLQJ��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����
���� ����

'HIHUUHG�WD[�DVVHWV�
1HW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV � �������� � ��������
7D[�FUHGLW�FDUU\IRUZDUGV ������� �������
&DSLWDOL]HG�UHVHDUFK�DQG�GHYHORSPHQW�FRVWV �������� ��������
$FFUXHG�H[SHQVHV ���� ����
'HIHUUHG�UHYHQXH ������� �������
6WRFN�EDVHG�FRPSHQVDWLRQ ������� �������
$PRUWL]DEOH�LQWDQJLEOHV ������� ������
/HDVH�OLDELOLWLHV �������� �������
,QYHVWPHQWV�LQ�VXEVLGLDULHV ������� �������
2WKHU ������ ����

'HIHUUHG�WD[�DVVHWV�EHIRUH�YDOXDWLRQ�DOORZDQFH �������� ��������
9DOXDWLRQ�DOORZDQFH ��������� ���������
'HIHUUHG�WD[�DVVHWV��QHW�RI�YDOXDWLRQ�DOORZDQFH �������� �������
'HIHUUHG�WD[�OLDELOLWLHV�
$PRUWL]DEOH�LQWDQJLEOHV �������� ��������
3URSHUW\��SODQW�DQG�HTXLSPHQW ����� �����
/HDVH�ULJKW�RI�XVH�DVVHWV �������� ��������

'HIHUUHG�WD[�OLDELOLWLHV ��������� ��������
1HW�GHIHUUHG�WD[HV � ������� � �������

�

$FWLYLW\�LQ�WKH�GHIHUUHG�WD[�DVVHWV�YDOXDWLRQ�DOORZDQFH�LV�VXPPDUL]HG�DV�IROORZV��LQ�WKRXVDQGV��

%HJLQQLQJ�RI
3HULRG

$GGLWLRQV
�6XEWUDFWLRQV� (QG�RI�3HULRG

'HIHUUHG�WD[�DVVHWV�YDOXDWLRQ�DOORZDQFH�
<HDU�HQGHG�'HFHPEHU��������� � �������� � ������� � ��������
<HDU�HQGHG�'HFHPEHU��������� � �������� � ��������� � �������� �

)���
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7KH�&RPSDQ\�KDV�HYDOXDWHG�WKH�SRVLWLYH�DQG�QHJDWLYH�HYLGHQFH�EHDULQJ�XSRQ�LWV�DELOLW\�WR�UHDOL]H�WKH�GHIHUUHG�WD[�DVVHWV��7KH�&RPSDQ\�FRQVLGHUHG
LWV�KLVWRU\�RI�FXPXODWLYH�QHW�ORVVHV�LQFXUUHG�VLQFH�LQFHSWLRQ�DQG�KDV�FRQFOXGHG�WKDW�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�LW�ZLOO�QRW�UHDOL]H�WKH�EHQHILWV�RI
WKH�GHIHUUHG�WD[�DVVHWV��$FFRUGLQJO\��D�YDOXDWLRQ�DOORZDQFH�KDV�EHHQ�HVWDEOLVKHG�DJDLQVW�WKH�GHIHUUHG�WD[�DVVHWV�DV�RI�'HFHPEHU����������DQG�����
WKDW�DUH�QRW�H[SHFWHG�WR�EH�UHDOL]HG��7KH�&RPSDQ\�UHHYDOXDWHV�WKH�SRVLWLYH�DQG�QHJDWLYH�HYLGHQFH�DW�HDFK�UHSRUWLQJ�SHULRG��7KH�YDOXDWLRQ�DOORZDQFH
LQFUHDVHG�RQ�D�QHW�EDVLV�E\�������PLOOLRQ�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU����������SULPDULO\�GXH�WR�LQFUHDVHV�LQ�WKH�GHIHUUHG�WD[�DVVHWV�UHODWHG�WR�QHW
RSHUDWLQJ�ORVV�FDUU\IRUZDUGV��DQG�FDSLWDOL]HG�UHVHDUFK�DQG�GHYHORSPHQW�FRVWV�DV�UHTXLUHG�E\�WKH�7D[�&XWV�DQG�-REV�$FW�RI�������DQG�GHFUHDVHV�LQ
WKH�GHIHUUHG�WD[�OLDELOLWLHV�UHODWHG�WR�LQWDQJLEOH�DVVHWV�GXH�WR�WKH�VDOH�RI�$OWDU�6$6��SDUWLDOO\�RIIVHW�E\�GHFUHDVHV�LQ�WKH�GHIHUUHG�WD[�DVVHW�UHODWHG�WR
HTXLW\�FRPSHQVDWLRQ�

$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�KDG�IHGHUDO�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�RI�DSSUR[LPDWHO\������ELOOLRQ��RI�ZKLFK��������PLOOLRQ�ZLOO�EHJLQ
WR�H[SLUH�LQ������DQG������ELOOLRQ�FDQ�EH�FDUULHG�IRUZDUG�LQGHILQLWHO\��$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�KDG�VWDWH�QHW�RSHUDWLQJ�ORVV
FDUU\IRUZDUGV�RI�DSSUR[LPDWHO\������ELOOLRQ��RI�ZKLFK��������PLOOLRQ�ZLOO�EHJLQ�WR�H[SLUH�LQ������DQG��������PLOOLRQ�FDQ�EH�FDUULHG�IRUZDUG�LQGHILQLWHO\�

$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�KDG�IHGHUDO�UHVHDUFK�DQG�GHYHORSPHQW�WD[�FUHGLW�FDUU\IRUZDUGV�RI�DSSUR[LPDWHO\�������PLOOLRQ��ZKLFK�ZLOO
EHJLQ�WR�H[SLUH�LQ�������$V�RI�'HFHPEHU�����������WKH�&RPSDQ\�DOVR�KDG�VWDWH�UHVHDUFK�DQG�GHYHORSPHQW�DQG�LQYHVWPHQW�WD[�FUHGLW�FDUU\IRUZDUGV�RI
DSSUR[LPDWHO\�������PLOOLRQ��ZKLFK�ZLOO�EHJLQ�WR�H[SLUH�LQ������

8QGHU�6HFWLRQV�����DQG�����RI�WKH�8�6��,QWHUQDO�5HYHQXH�&RGH��LI�D�FRUSRUDWLRQ�XQGHUJRHV�DQ�RZQHUVKLS�FKDQJH��WKH�FRUSRUDWLRQ¶V�DELOLW\�WR�XVH�LWV
SUH�FKDQJH�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�DQG�RWKHU�SUH�FKDQJH�WD[�DWWULEXWHV��VXFK�DV�UHVHDUFK�WD[�FUHGLWV��WR�RIIVHW�LWV�SRVW�FKDQJH�LQFRPH�DQG
WD[HV�PD\�EH�OLPLWHG��7KH�&RPSDQ\�PD\�KDYH�H[SHULHQFHG�DQ�RZQHUVKLS�FKDQJH�LQ�WKH�SDVW�DQG�PD\�H[SHULHQFH�RZQHUVKLS�FKDQJHV�LQ�WKH�IXWXUH�DV
D�UHVXOW�RI�IXWXUH�WUDQVDFWLRQV�LQ�LWV�VKDUH�FDSLWDO��VRPH�RI�ZKLFK�PD\�EH�RXWVLGH�RI�WKH�&RPSDQ\¶V�FRQWURO��$V�D�UHVXOW��LI�WKH�&RPSDQ\�HDUQV�QHW
WD[DEOH�LQFRPH��WKH�&RPSDQ\
V�DELOLW\�WR�XVH�LWV�SUH�FKDQJH�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV��RU�RWKHU�SUH�FKDQJH�WD[�DWWULEXWHV��WR�RIIVHW�8�6�
IHGHUDO�DQG�VWDWH�WD[DEOH�LQFRPH�DQG�WD[HV�PD\�EH�VXEMHFW�WR�VLJQLILFDQW�OLPLWDWLRQV�

7KH�&RPSDQ\�HYDOXDWHV�WKH�LPSDFW�RI�YDULRXV�WD[�UHIRUP�SURSRVDOV�DQG�PRGLILFDWLRQV�WR�H[LVWLQJ�WD[�WUHDWLHV�LQ�DOO�MXULVGLFWLRQV�ZKHUH�LW�RSHUDWHV�WR
DVVHVV�WKHLU�SRWHQWLDO�HIIHFW�RQ�LWV�EXVLQHVV�DQG�DVVXPSWLRQV�UHJDUGLQJ�IXWXUH�WD[DEOH�LQFRPH��7KH�&RPSDQ\�FDQQRW�SUHGLFW�ZKHWKHU�VSHFLILF
SURSRVDOV�ZLOO�EH�HQDFWHG��WKH�WHUPV�RI�VXFK�SURSRVDOV��RU�WKHLU�SRWHQWLDO�LPSDFW�RQ�LWV�EXVLQHVV�LI�HQDFWHG��,Q�������QR�PDMRU�WD[�OHJLVODWLRQ�ZDV
HQDFWHG�LQ�WKH�MXULVGLFWLRQV�ZKHUH�WKH�&RPSDQ\�RSHUDWHV�WKDW�PDWHULDOO\�LPSDFWHG�LWV�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

7KH�&RPSDQ\�ILOHV�WD[�UHWXUQV�DV�SUHVFULEHG�E\�WKH�WD[�ODZV�RI�WKH�MXULVGLFWLRQV�LQ�ZKLFK�WKH�&RPSDQ\�RSHUDWHV��,Q�WKH�QRUPDO�FRXUVH�RI�EXVLQHVV�
WKH�&RPSDQ\�LV�VXEMHFW�WR�H[DPLQDWLRQ�E\�8�6��IHGHUDO��VWDWH��ORFDO��DQG�IRUHLJQ�WD[LQJ�DXWKRULWLHV��ZKHUH�DSSOLFDEOH��7KHUH�DUH�FXUUHQWO\�QR�WD[
H[DPLQDWLRQV�LQ�SURJUHVV��$V�RI�'HFHPEHU�����������ZLWK�IHZ�H[FHSWLRQV��WKH�&RPSDQ\�LV�QR�ORQJHU�VXEMHFW�WR�8�6��IHGHUDO��VWDWH��ORFDO��RU�IRUHLJQ
H[DPLQDWLRQV�E\�WD[�DXWKRULWLHV�IRU�WD[�\HDUV�EHIRUH�������7R�WKH�H[WHQW�WKH�&RPSDQ\�KDV�WD[�DWWULEXWH�FDUU\IRUZDUGV��WKH�WD[�\HDUV�LQ�ZKLFK�WKH
DWWULEXWH�ZDV�JHQHUDWHG�PD\�VWLOO�EH�DGMXVWHG�XSRQ�H[DPLQDWLRQ�E\�WKH�,QWHUQDO�5HYHQXH�6HUYLFH�RU�VWDWH�WD[LQJ�DXWKRULWLHV�WR�WKH�H[WHQW�XWLOL]HG�LQ�D
IXWXUH�SHULRG�

7KH�&RPSDQ\�DFFRXQWV�IRU�XQFHUWDLQ�WD[�SRVLWLRQV�XVLQJ�D�PRUH�OLNHO\�WKDQ�QRW�WKUHVKROG�IRU�UHFRJQL]LQJ�DQG�UHVROYLQJ�XQFHUWDLQ�WD[�SRVLWLRQV��7KH
HYDOXDWLRQ�RI�XQFHUWDLQ�WD[�SRVLWLRQV�LV�EDVHG�RQ�IDFWRUV�WKDW�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR��FKDQJHV�LQ�WD[�ODZ��WKH�PHDVXUHPHQW�RI�WD[�SRVLWLRQV
WDNHQ�RU�H[SHFWHG�WR�EH�WDNHQ�LQ�WD[�UHWXUQV��WKH�HIIHFWLYH�VHWWOHPHQW�RI�PDWWHUV�VXEMHFW�WR�DXGLW��QHZ�DXGLW�DFWLYLW\�DQG�FKDQJHV�LQ�IDFWV�RU
FLUFXPVWDQFHV�UHODWHG�WR�D�WD[�SRVLWLRQ��7KH�&RPSDQ\�HYDOXDWHV�XQFHUWDLQ�WD[�SRVLWLRQV�RQ�DQ�DQQXDO�EDVLV�DQG�DGMXVWV�WKH�OHYHO�RI�WKH�OLDELOLW\�WR
UHIOHFW�DQ\�VXEVHTXHQW�FKDQJHV�LQ�WKH�UHOHYDQW�IDFWV�VXUURXQGLQJ�WKH�XQFHUWDLQ�SRVLWLRQV��7KH�&RPSDQ\�DFFRXQWV�IRU�LQWHUHVW�DQG�SHQDOWLHV�UHODWHG
WR�XQFHUWDLQ�WD[�SRVLWLRQV�DV�SDUW�RI�LWV�SURYLVLRQ�IRU�LQFRPH�WD[HV��$V�RI�'HFHPEHU����������DQG�������WKH�&RPSDQ\�KDG�QR�UHFRUGHG�OLDELOLWLHV�IRU
XQFHUWDLQ�WD[�SRVLWLRQV�DQG�KDG�QR�DFFUXHG�LQWHUHVW�RU�SHQDOWLHV�UHODWHG�WR�XQFHUWDLQ�WD[�SRVLWLRQV��7KH�&RPSDQ\�GRHV�QRW�H[SHFW�D�PDWHULDO�FKDQJH
LQ�XQUHFRJQL]HG�WD[�EHQHILWV�LQ�WKH�QH[W�WZHOYH�PRQWKV��
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����1HW�/RVV�SHU�6KDUH

7KH�FDOFXODWLRQ�RI�EDVLF�DQG�GLOXWHG�HDUQLQJV�SHU�FRPPRQ�VKDUH�LV�DV�IROORZV��LQ�WKRXVDQGV��H[FHSW�VKDUH�GDWD��

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

1XPHUDWRU�
1HW�ORVV�DWWULEXWDEOH�WR�*LQNJR�%LRZRUNV�+ROGLQJV��,QF��VWRFNKROGHUV��EDVLF � ��������� � ��������� � �����������
/HVV��FKDQJH�LQ�IDLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�FRPPRQ�VKDUHV�OLDELOLW\ �� �� ������
1HW�ORVV�DWWULEXWDEOH�WR�*LQNJR�%LRZRUNV�+ROGLQJV��,QF��VWRFNKROGHUV��GLOXWHG � ��������� � ��������� � �����������
'HQRPLQDWRU
:HLJKWHG�DYHUDJH�FRPPRQ�VKDUHV�RXWVWDQGLQJ��EDVLF ���������� ���������� ����������
(IIHFW�RI�GLOXWLYH�VHFXULWLHV�
&RQWLQJHQW�FRQVLGHUDWLRQ�FRPPRQ�VKDUHV � � ������
:HLJKWHG�DYHUDJH�FRPPRQ�VKDUHV�RXWVWDQGLQJ��GLOXWHG ���������� ���������� ����������
%DVLF�QHW�ORVV�SHU�VKDUH � ������� � ������� � �������
'LOXWHG�QHW�ORVV�SHU�VKDUH � ������� � ������� � �������

7KH�IROORZLQJ�SRWHQWLDO�FRPPRQ�VKDUHV��SUHVHQWHG�EDVHG�RQ�DPRXQWV�RXWVWDQGLQJ�DW�HDFK�SHULRG�HQG��ZHUH�H[FOXGHG�IURP�WKH�FDOFXODWLRQ�RI�GLOXWHG
QHW�ORVV�SHU�VKDUH�DWWULEXWDEOH�WR�*LQNJR�%LRZRUNV�+ROGLQJV��,QF��FRPPRQ�VWRFNKROGHUV�IRU�WKH�SHULRGV�SUHVHQWHG�EHFDXVH�LQFOXGLQJ�WKHP�ZRXOG
KDYH�EHHQ�DQWL�GLOXWLYH�

$V�RI�'HFHPEHU����
���� ���� ����

:DUUDQWV�WR�SXUFKDVH�&ODVV�$�FRPPRQ�VWRFN ��������� ��������� ���������
8QYHVWHG�568V ��������� ��������� ���������
(DUQRXW�VKDUHV� ��������� ��������� ���������
2XWVWDQGLQJ�VWRFN�RSWLRQV ������� ������� �������
(VFURZ�VKDUHV� ������� �� ��

��������� ��������� ���������

��� 5HSUHVHQWV�HPSOR\HH�DQG�QRQ�HPSOR\HH�HDUQRXW�VKDUHV�IRU�ZKLFK�WKH�VHUYLFH�EDVHG�DQG�RU�PDUNHW�EDVHG�YHVWLQJ�FRQGLWLRQV�KDYH�QRW�EHHQ�VDWLVILHG�

��� 5HSUHVHQWV�UHVWULFWHG�FRPPRQ�VWRFN�LVVXHG�LQ�FRQQHFWLRQ�ZLWK�DVVHW�DFTXLVLWLRQV��KHOG�LQ�HVFURZ�IRU�LQGHPQLILFDWLRQ�SXUSRVHV��DQG�VXEMHFW�WR�IRUIHLWXUH�

���

���
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����5HODWHG�3DUWLHV

7KH�&RPSDQ\¶V�VLJQLILFDQW�WUDQVDFWLRQV�ZLWK�LWV�UHODWHG�SDUWLHV�DUH�SULPDULO\�FRPSULVHG�RI�UHYHQXH�JHQHUDWLQJ�DFWLYLWLHV�XQGHU�FROODERUDWLRQ�DQG
OLFHQVH�DJUHHPHQWV�

6LJQLILFDQW�UHODWHG�SDUW\�WUDQVDFWLRQV�LQFOXGHG�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHW��H[FOXGLQJ�WKH�&RPSDQ\¶V�LQYHVWPHQWV�DQG�HTXLW\�PHWKRG
LQYHVWPHQWV��DUH�VXPPDUL]HG�EHORZ��LQ�WKRXVDQGV��

$V�RI�'HFHPEHU����
���� ����

'HIHUUHG�UHYHQXH��FXUUHQW�DQG�QRQ�FXUUHQW�
$OORQQLD � ������� � �������
$UFDHD ������� �������
%LRP(GLW ������ ������
*HQRPDWLFD ���� ������
0RWLI�)RRG:RUNV �� �������
$\DQD�%LR �� ���
2WKHU�HTXLW\�LQYHVWHHV �� ����

� ������� � ��������
�

6LJQLILFDQW�UHODWHG�SDUW\�WUDQVDFWLRQV�LQFOXGHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FRPSUHKHQVLYH�ORVV��H[FOXGLQJ�WKH�ORVVHV�RQ�WKH
&RPSDQ\¶V�LQYHVWPHQWV�DQG�HTXLW\�PHWKRG�LQYHVWPHQWV��DUH�VXPPDUL]HG�EHORZ��LQ�WKRXVDQGV��

<HDU�(QGHG�'HFHPEHU����
���� ���� ����

&HOO�(QJLQHHULQJ�UHYHQXH�
0RWLI�)RRG:RUNV � ������� � ������ � ������
$UFDHD ������ ������ �������
*HQRPDWLFD ������ ������ �������
$\DQD�%LR ������ ������ ������
%LRP(GLW ���� ������ ������
9HUE�%LRWLFV �� ���� ������
$OORQQLD ���� ���� ������
-R\Q�%LR �� �� ������
2WKHU�HTXLW\�LQYHVWHHV ���� ���� ����

� ������� � ������� � �������
�

5HIHU�WR�1RWHV���DQG����IRU�DGGLWLRQDO�GHWDLOV�RQ�WKH�&RPSDQ\¶V�LQYHVWPHQWV�DQG�HTXLW\�PHWKRG�LQYHVWPHQWV�KHOG�LQ�LWV�UHODWHG�SDUWLHV�

%HJLQQLQJ�LQ�$SULO�������WKH�&RPSDQ\�SXUFKDVHG�D�VHULHV�RI�FRQYHUWLEOH�SURPLVVRU\�QRWHV�IURP�LWV�WKHQ�HTXLW\�PHWKRG�LQYHVWHH��-R\Q�%LR��LQ�WKH
DJJUHJDWH�SULQFLSDO�DPRXQW�RI�������PLOOLRQ�IRU�WKH�SXUSRVH�RI�ILQDQFLQJ�-R\Q�%LR
V�ZRUNLQJ�FDSLWDO�QHHGV��(DFK�FRQYHUWLEOH�SURPLVVRU\�QRWH�ZDV
XQVHFXUHG��KDG�D�PDWXULW\�GDWH�RI�0DUFK����������DQG�DQ�LQWHUHVW�UDWH�RI������SHU�DQQXP��7KH�QRWHV�ZHUH�DXWRPDWLFDOO\�FRQYHUWLEOH�LQWR�HTXLW\�DW�D
����GLVFRXQW�XSRQ�D�TXDOLI\LQJ�HTXLW\�ILQDQFLQJ��$GGLWLRQDOO\��WKH�&RPSDQ\�FRXOG�HOHFW�WR�FRQYHUW�WKH�QRWHV�LQWR�HTXLW\�DW�D�����GLVFRXQW�XSRQ�D
QRQ�TXDOLI\LQJ�HTXLW\�ILQDQFLQJ��DW�PDWXULW\��RU�HOHFW�WR�EH�UHSDLG�LQ�FDVK�XSRQ�D�FKDQJH�LQ�FRQWURO�RU�LQLWLDO�SXEOLF�RIIHULQJ��7KH�&RPSDQ\�HYDOXDWHG
WKH�QRWHV¶�FRQYHUVLRQ�DQG�UHGHPSWLRQ�IHDWXUHV�IRU�HPEHGGHG�GHULYDWLYHV�DQG�GHWHUPLQHG�WKDW�WKHUH�LV�QR�HPEHGGHG�GHULYDWLYH�WR�UHFRUG��7KH
&RPSDQ\�DOVR�GHWHUPLQHG�WKDW�WKH�FRQYHUWLEOH�QRWHV�DUH�QRW�LQ�VXEVWDQFH�FRPPRQ�VWRFN�DQG�WKHUHIRUH�DUH�QRW�FRQVLGHUHG�DQ�DGGLWLRQDO�LQYHVWPHQW
LQ�WKH�HTXLW\�PHWKRG�LQYHVWHH��'XULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�FDUU\LQJ�DPRXQW�RI�WKH�QRWHV�ZDV�UHGXFHG�E\������PLOOLRQ��ZKLFK
UHSUHVHQWV�WKH�H[FHVV�ORVV�RQ�WKH�HTXLW\�PHWKRG�LQYHVWPHQW�LQ�-R\Q�%LR�RYHU�WKH�FDUU\LQJ�YDOXH�RI�WKH�LQYHVWPHQW��ZKLFK�KDV�EHHQ�UHGXFHG�WR�]HUR
GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�RXWVWDQGLQJ�EDODQFH�RI�WKH�QRWHV�UHFHLYDEOH�ZDV�HIIHFWLYHO\�VHWWOHG�DV�SDUW�RI�WKH

)���



7DEOH�RI�&RQWHQWV
*LQNJR�%LRZRUNV�+ROGLQJV��,QF�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

EXVLQHVV�FRPELQDWLRQ�WUDQVDFWLRQ�ZLWK�%D\HU�DQG�-R\Q�%LR�GHVFULEHG�LQ�1RWH���DQG�ZDV�LQFOXGHG�DV�SDUW�RI�WKH�FRQVLGHUDWLRQ�SDLG�IRU�WKH�EXVLQHVV
FRPELQDWLRQ��
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