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Additional Information

Corporate offices
Cardinal Health
7000 Cardinal Place
Dublin, Ohio 43017
614.757.5000
www.cardinalhealth.com
Twitter: @CardinalHealth

Common shares
Cardinal Health common shares are listed on the  
New York Stock Exchange under the ticker symbol “CAH”  
and are a component of the Standard & Poor’s 500 Index. 

Annual meeting
The 2016 Annual Meeting of Shareholders will be  
held at 8 a.m. local time on November 3, 2016,  
at Cardinal Health headquarters in Dublin, Ohio.  
Shareholders are cordially invited to attend.

Auditors
Ernst & Young LLP

Transfer agent and registrar
Shareholders with inquiries regarding address corrections, 
dividend payments, lost certificates or changes in  
registered ownership should contact the Cardinal Health  
stock transfer agent: 

Computershare Trust Company, N.A.
211 Quality Circle
Suite 210
College Station, TX 77845
877.498.8861 
www.computershare.com/investor

Financial information
Comprehensive financial and other information about  
Cardinal Health can be obtained by visiting the Investors  
page at ir.cardinalhealth.com.

Available information includes historical stock information, 
research analyst coverage, past and present financial statements, 
recent company presentations, SEC filings, corporate  
governance guidelines and board committee charters. This 
information — including the Cardinal Health Forms 10-K, 10-Q, 
8-K and other published corporate literature —  
is also available without charge upon written request  
to the Investor Relations department at the corporate office,  
or by calling Investor Relations at 614.757.4757.

Cardinal Health uses its website as a channel of distribution  
for material company information. Important information, 
including news releases, financial information, earnings and 
analyst presentations, and information about upcoming 
presentations and events is routinely posted and accessible 
on the Investors page at ir.cardinalhealth.com. In addition, the 
Cardinal Health website allows investors and other interested 
persons to sign up to automatically receive email alerts when 
the company posts news releases, SEC filings and certain other 
information on its website. 
 
For non-investor related inquiries, please call the company’s  
main telephone number at 614.757.5000.

Fiscal 2016 cash dividend declarations
Fiscal quarter Record date Payment date Per common share amount

1st October 1, 2015 October 15, 2015 $0.3870

2nd January 2, 2016 January 15, 2016 $0.3870

3rd April 1, 2016 April 15, 2016 $0.3870

4th July 1, 2016 July 15, 2016 $0.4489

Corporate and  
investor information
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Introduction
This “Key Highlights” section provides a brief 
overview of Cardinal Health, Inc. and does 
not contain all of the information you should 
consider. Please read the entire Form 10-K 
carefully before voting or making an investment 
decision. As used in this report, “we,” “our,” “us” 
and similar pronouns refer to Cardinal Health, 
Inc. and its subsidiaries, unless the context 
requires otherwise. 

References to Fiscal Years 
Our fiscal year ends on June 30. References to 
fiscal 2016, 2015, 2014, 2013 and 2012 and to 
FY16, FY15, FY14, FY13 and FY12 are to the fiscal 
years ended June 30, 2016, 2015, 2014, 2013 
and 2012, respectively. Except as otherwise 
specified, information in this Form 10-K is 
provided as of June 30, 2016.

Non-GAAP Financial Measures  
In this “Key Highlights” section and the “Fiscal 2016 Overview” section of 
Management’s Discussion and Analysis of Financial Condition and Results 
of Operations (“MD&A”), we use financial measures that are derived from 
consolidated financial data but are not presented in our financial statements 
that are prepared in accordance with U.S. generally accepted accounting 
principles (“GAAP”). These measures are considered “non-GAAP financial 
measures” under the Securities and Exchange Commission (“SEC”) rules. The 
reasons we use these non-GAAP financial measures and the reconciliations to 
their most directly comparable GAAP financial measures are included in the 
“Explanation and Reconciliation of Non-GAAP Financial Measures” section 
following MD&A in this Form 10-K.

Important Information Regarding Forward-Looking Statements 
This Form 10-K (including information incorporated by reference) includes 
forward-looking statements addressing expectations, prospects, estimates and 
other matters that are dependent upon future events or developments. Many 
forward-looking statements appear in MD&A, but there are others throughout 
this document, which may be identified by words such as “expect,” “anticipate,” 
“intend,” “plan,” “believe,” “will,” “should,” “could,” “would,” “project,” “continue,” 
“likely,” and similar expressions, and include statements reflecting future 
results or guidance, statements of outlook and expense accruals. These matters 
are subject to risks and uncertainties that could cause actual results to differ 
materially from those projected, anticipated or implied. The most significant of 
these risks and uncertainties are described in “Risk Factors” and in Exhibit 99.1 to 
this Form 10-K. Forward-looking statements in this document speak only as of 
the date of this document. Except to the extent required by applicable law, we 
undertake no obligation to update or revise any forward-looking statement.



Key Highlights

Rx

We serve 2  million 
patients with nearly 

40,000 home 
healthcare products.

We manufacture or source 
nearly 2.8 billion individual 

consumer healthcare, home 
medical equipment, and 

over-the-counter products 
each year.

We serve more than 
25,000 pharmacies.

We support more than  
70% of U.S. hospitals. 

We have more than 37,000 
employees worldwide.

We deliver nearly 
10,000,000 time-critical 

radiopharmaceutical 
doses annually.
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For those tasked with navigating 
the complexities of healthcare, 
Cardinal Health brings scaled 
solutions that help our customers 
thrive in a changing world.

We apply our nearly 100 years of 

experience and expertise to reduce the 

total cost of healthcare and to improve 

the lives of patients. Our scale and 

experience lead to solutions across the 

entire care continuum — from hospital 

to home and everywhere in between — 

through logistics, business, product 

and patient solutions.
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Financial summary

KEY HIGHLIGHTSKey Highlights

1 Non-GAAP financial measures. See “Explanation and Reconciliation of Non-GAAP Financial Measures”  
 section following MD&A for definitions and reconciling information.
2 Attributable to Cardinal Health, Inc.
3 Diluted earnings per share from continuing operations attributable to Cardinal Health, Inc.
4 Total shareholder return is the total return of our shares expressed as a percentage (calculated based  
 on changes in stock price over the measurement period and assuming reinvestment of dividends).

90.4%
 

Sustained strong financial  
performance over five years
The growth presented below reflects fiscal 2011 compared to fiscal 2016.

Dividend per share growth

Operating earnings growth

Diluted EPS from continuing operations growth

Total shareholder return4

9.5%  
CAGR

GAAP

13.4%  
CAGR 

Non-GAAP1

Non-GAAP1

12.0%

CAGR

14.7%  
CAGR 

10.2% 

CAGR

GAAP

GAAP Basis ($M) Non-GAAP1 Basis ($M)
FY16 FY15 FY14 FY13 FY12 FY16 FY15 FY14 FY13 FY12

Revenue $121,546 $102,531 $91,084 $101,093 $107,552 

% change 19% 13% (10)% (6)% 5%

Operating earnings $2,459 $2,161 $1,885 $996 $1,792  $2,895 $2,472 $2,133 $2,046 $1,866 

% change 14% 15% 89% (44)% 18% 17% 16% 4% 10% 13%

Ratio to revenue  
(operating margin) 2.02% 2.11% 2.07% 0.99% 1.67% 2.38% 2.41% 2.34% 2.02% 1.73%

Net earnings from  
continuing operations2 $1,427 $1,212 $1,163 $335 $1,070 $1,732 $1,469 $1,324 $1,284 $1,119 

% change 18% 4% 247% (69)% 11% 18% 11% 3% 15% 13%

Diluted EPS3 $4.32 $3.61 $3.37 $0.97 $3.06 $5.24 $4.38 $3.84 $3.73 $3.21 

% change 20% 7% 247% (68)% 12% 20% 14% 3% 16% 15%
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Acquisitions, 
net of 
divestitures 

Capital 
expenditures 

$1.5B

$7.0B
Share 
repurchases 

Dividends 
$2.0B

$3.3B

cumulatively
returned to 

shareholders

$5.3B
cumulatively 

invested in our 
businesses

$8.5B

Capital deployment for five years
Fiscal 2012 through fiscal 2016

Y12

,866 

3%

73%

,119 

3%

3.21 

5%

$92M 

10 years

of our Board of Directors is 
gender or ethnically diverse

Corporate citizenship
We challenge ourselves to best utilize our assets, expertise and influence to make our communities 
stronger and our world more sustainable, while governing our activities as a good corporate citizen and 
with a belief that doing “the right thing” serves everyone. 

corporate and Cardinal Health Foundation 
charitable and product donations worldwide 
from fiscal 2012 through fiscal 2016

included on the Dow Jones 
Sustainability Index

Over 1⁄3
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George S. Barrett 
Chairman and Chief Executive Officer

Donald M. Casey Jr.  
Chief Executive Officer, Medical Segment

Jon L. Giacomin 
Chief Executive Officer, Pharmaceutical Segment

Michael C. Kaufmann 
Chief Financial Officer

David J. Anderson (A) 
Retired Senior Vice President and  
Chief Financial Officer, Honeywell International Inc.

Colleen F. Arnold (N) 
Retired Senior Vice President, Sales and Distribution,  
International Business Machines Corp.

George S. Barrett (E) 
Chairman and Chief Executive Officer, 
Cardinal Health, Inc.

Carrie S. Cox (H) 
Chairman and Chief Executive Officer,  
Humacyte, Inc. 
Former Executive Vice President and President,  
Global Pharmaceuticals, Schering-Plough Corp.

Calvin Darden (H) 
Retired Senior Vice President, U.S. Operations, 
United Parcel Service, Inc.

Bruce L. Downey (A) 
Partner, New Spring Health Capital II, LP 
Retired Chairman and Chief Executive Officer,  
Barr Pharmaceuticals, Inc. 

Executive team

Board of directors

Pamela O. Kimmet 
Chief Human Resources Officer

Craig S. Morford 
Chief Legal and Compliance Officer

Patricia B. Morrison 
Executive Vice President,  
Customer Support Services  
and Chief Information Officer

Patricia A. Hemingway Hall (A,N) 
Retired President and Chief Executive Officer,  
Health Care Service Corp.

Clayton M. Jones (E,A) 
Retired Chairman, President and Chief Executive Officer,  
Rockwell Collins, Inc.

Gregory B. Kenny (E,I,N)  
Retired President and Chief Executive Officer, 
General Cable Corp.

Nancy Killefer (H) 
Retired Senior Partner,  
Public Sector Practice, McKinsey & Company, Inc.

David P. King (E,H)  
Chairman, President and Chief Executive Officer, 
Laboratory Corp. of America Holdings

A: Audit Committee member
E: Executive Committee member
H: Human Resources and Compensation Committee member
N: Nominating and Governance Committee member
I: Independent Lead Director

KEY HIGHLIGHTSKey Highlights
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0'	$ $ERXW�&DUGLQDO�+HDOWK

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. �

0DQDJHPHQW
V�'LVFXVVLRQ�DQG�$QDO\VLV�RI�)LQDQFLDO�&RQGLWLRQ�
DQG�5HVXOWV�RI�2SHUDWLRQV��0'	$�
$ERXW�&DUGLQDO�+HDOWK
&DUGLQDO�+HDOWK��,QF��LV�DQ�2KLR�FRUSRUDWLRQ�IRUPHG�LQ������DQG�LV�D�JOREDO�LQWHJUDWHG�KHDOWKFDUH�VHUYLFHV�DQG�SURGXFWV�FRPSDQ\�SURYLGLQJ�
FXVWRPL]HG�VROXWLRQV�IRU�KRVSLWDO�V\VWHPV��SKDUPDFLHV��DPEXODWRU\�VXUJHU\�FHQWHUV��FOLQLFDO�ODERUDWRULHV�DQG�SK\VLFLDQ�RIILFHV�ZRUOGZLGH��:H�
SURYLGH�FOLQLFDOO\�SURYHQ�PHGLFDO�SURGXFWV�DQG�SKDUPDFHXWLFDOV�DQG�FRVW�HIIHFWLYH�VROXWLRQV�WKDW�HQKDQFH�VXSSO\�FKDLQ�HIILFLHQF\�IURP�KRVSLWDO�
WR� KRPH��:H� FRQQHFW� SDWLHQWV�� SURYLGHUV�� SD\HUV�� SKDUPDFLVWV�� DQG� PDQXIDFWXUHUV� IRU� LQWHJUDWHG� FDUH� FRRUGLQDWLRQ� DQG� EHWWHU� SDWLHQW�
PDQDJHPHQW�
:H�PDQDJH�RXU�EXVLQHVV�DQG�UHSRUW�RXU�ILQDQFLDO�UHVXOWV�LQ�WZR�VHJPHQWV��3KDUPDFHXWLFDO�DQG�0HGLFDO�

3KDUPDFHXWLFDO�6HJPHQW
2XU� 3KDUPDFHXWLFDO� VHJPHQW� GLVWULEXWHV� EUDQGHG� DQG� JHQHULF�
SKDUPDFHXWLFDO�� VSHFLDOW\� SKDUPDFHXWLFDO�� RYHU�WKH�FRXQWHU�
KHDOWKFDUH� DQG� FRQVXPHU� SURGXFWV� LQ� WKH� 8QLWHG� 6WDWHV�� 7KLV�
VHJPHQW�DOVR�RSHUDWHV�QXFOHDU�SKDUPDFLHV�DQG�F\FORWURQ�IDFLOLWLHV��
SURYLGHV�SKDUPDF\�PDQDJHPHQW� VHUYLFHV� WR� KRVSLWDOV� DV�ZHOO� DV�
PHGLFDWLRQ�WKHUDS\�PDQDJHPHQW�DQG�SDWLHQW�RXWFRPHV�VHUYLFHV�WR�
KRVSLWDOV��RWKHU�KHDOWKFDUH�SURYLGHUV�DQG�SD\HUV��SURYLGHV�VHUYLFHV�
WR� KHDOWKFDUH� FRPSDQLHV� VXSSRUWLQJ� WKH� GHYHORSPHQW��PDUNHWLQJ��
DQG� GLVWULEXWLRQ� RI� VSHFLDOW\� SKDUPDFHXWLFDO� SURGXFWV�� DQG�
UHSDFNDJHV� JHQHULF� SKDUPDFHXWLFDOV� DQG� RYHU�WKH�FRXQWHU�
KHDOWKFDUH� SURGXFWV�� 7KLV� VHJPHQW� DOVR� LPSRUWV� DQG� GLVWULEXWHV�
SKDUPDFHXWLFDOV�� RYHU�WKH�FRXQWHU� KHDOWKFDUH� DQG� FRQVXPHU�
SURGXFWV�DV�ZHOO�DV�SURYLGHV�VSHFLDOW\�SKDUPDF\�DQG�RWKHU�VHUYLFHV�
LQ�&KLQD�

0HGLFDO�6HJPHQW
2XU�0HGLFDO�VHJPHQW�GLVWULEXWHV�D�EURDG�UDQJH�RI�PHGLFDO��VXUJLFDO�
DQG� ODERUDWRU\� SURGXFWV� DQG� SURYLGHV� VHUYLFHV� WR� KRVSLWDOV��
DPEXODWRU\� VXUJHU\� FHQWHUV�� FOLQLFDO� ODERUDWRULHV� DQG� RWKHU�
KHDOWKFDUH�SURYLGHUV�LQ�WKH�8QLWHG�6WDWHV��&DQDGD�DQG�&KLQD��7KLV�
VHJPHQW�GLVWULEXWHV�PHGLFDO�SURGXFWV�WR�SDWLHQWV�LQ�WKH�KRPH�LQ�WKH�
8QLWHG� 6WDWHV�� 7KLV� VHJPHQW� DOVR� PDQXIDFWXUHV�� VRXUFHV� DQG�
GHYHORSV� RXU�RZQ� &DUGLQDO� +HDOWK� EUDQG� PHGLFDO� DQG� VXUJLFDO�
SURGXFWV��ZKLFK�DUH�VROG�LQ�WKH�8QLWHG�6WDWHV��&DQDGD��(XURSH�DQG�
RWKHU�UHJLRQV�LQWHUQDWLRQDOO\��7KLV�VHJPHQW�DOVR�SURYLGHV�SRVW�DFXWH�
FDUH�PDQDJHPHQW�DQG�WUDQVLWLRQ�VHUYLFHV�DQG�VRIWZDUH�WR�KRVSLWDOV��
RWKHU�KHDOWKFDUH�SURYLGHUV�DQG�SD\HUV�

1RQ�*$$3 )LQDQFLDO�0HDVXUHV
:H�XVH��QRQ�*$$3 ILQDQFLDO�PHDVXUHV��DV�ZHOO�DV�*$$3 ILQDQFLDO�PHDVXUHV�LQ�WKH��)LVFDO������2YHUYLHZ��VHFWLRQ��:H�LQFOXGH�WKH�UHDVRQV�
ZH�XVH� WKHVH�QRQ�*$$3 ILQDQFLDO�PHDVXUHV� DQG� WKH� UHFRQFLOLDWLRQV� WR� WKHLU�PRVW� GLUHFWO\� FRPSDUDEOH�*$$3 ILQDQFLDO�PHDVXUHV� LQ� WKH�
³([SODQDWLRQ�DQG�5HFRQFLOLDWLRQ�RI�1RQ�*$$3 )LQDQFLDO�0HDVXUHV´�VHFWLRQ�IROORZLQJ�0'	$��7KH�UHPDLQLQJ�VHFWLRQV�RI�0'	$ UHIHU�WR�*$$3
PHDVXUHV�RQO\�



0'	$ 5HVXOWV�RI�2SHUDWLRQV

� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

&RQVROLGDWHG�5HVXOWV

)LVFDO������2YHUYLHZ
5HYHQXH
5HYHQXH�IRU�ILVFDO����� ZDV��������ELOOLRQ��D����SHUFHQW LQFUHDVH�
IURP�WKH�SULRU�\HDU��GXH�SULPDULO\�WR�VDOHV�JURZWK�IURP�H[LVWLQJ�DQG�
QHZ�SKDUPDFHXWLFDO�GLVWULEXWLRQ�FXVWRPHUV�DQG�IURP�DFTXLVLWLRQV�
*$$3 DQG�1RQ�*$$3 2SHUDWLQJ�(DUQLQJV
�LQ�PLOOLRQV� ���� ���� &KDQJH
*$$3 ������ ������ ���
5HVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH �� ��
$PRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV ��� ���
,PSDLUPHQWV�DQG��JDLQ��ORVV�RQ�GLVSRVDO�RIDVVHWV �� ����
/LWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW ���� �
1RQ�*$$3 ������ ������ ���
7KH�VXP�RI�WKH�FRPSRQHQWV�PD\�QRW�HTXDO�WKH�WRWDO�GXH�WR�URXQGLQJ�
'XULQJ�ILVFDO�������*$$3 RSHUDWLQJ�HDUQLQJV�LQFUHDVHG����SHUFHQW
WR� ����� ELOOLRQ DQG� QRQ�*$$3 RSHUDWLQJ� HDUQLQJV� LQFUHDVHG� ���
SHUFHQW WR������ELOOLRQ��7KH�LQFUHDVHV�LQ�ERWK�*$$3 DQG�QRQ�*$$3
RSHUDWLQJ�HDUQLQJV�ZHUH�GXH�WR�VDOHV�JURZWK�IURP�H[LVWLQJ�DQG�QHZ�
SKDUPDFHXWLFDO� GLVWULEXWLRQ� FXVWRPHUV�� SHUIRUPDQFH� XQGHU� RXU�
3KDUPDFHXWLFDO� VHJPHQW� JHQHULFV� SURJUDP�� DQG� DFTXLVLWLRQV��
SDUWLDOO\�RIIVHW�E\�WKH�DGYHUVH�LPSDFW�RI�FXVWRPHU�SULFLQJ�FKDQJHV��
*$$3 RSHUDWLQJ�HDUQLQJV�ZHUH�QHJDWLYHO\� LPSDFWHG�E\� LQFUHDVHG�
DFTXLVLWLRQ�UHODWHG� DPRUWL]DWLRQ�� SDUWLDOO\� RIIVHW� E\� OLWLJDWLRQ�
UHFRYHULHV�

*$$3 DQG�1RQ�*$$3 'LOXWHG�(36�
���SHU�VKDUH� ���� ���� &KDQJH
*$$3 � ���� � ���� ���
5HVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH ���� ����
$PRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV ���� ����
,PSDLUPHQWV�DQG��JDLQ��ORVV�RQ�GLVSRVDO�RIDVVHWV ���� ������
/LWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW ������ ����
/RVV�RQ�H[WLQJXLVKPHQW�RI�GHEW Ȅ ����
1RQ�*$$3 � ���� � ���� ���
7KH�VXP�RI�WKH�FRPSRQHQWV�PD\�QRW�HTXDO�WKH�WRWDO�GXH�WR�URXQGLQJ�
'XULQJ�ILVFDO�������*$$3 GLOXWHG�HDUQLQJV�SHU�VKDUH�DWWULEXWDEOH�WR�
&DUGLQDO�+HDOWK��,QF����GLOXWHG�(36���LQFUHDVHG����SHUFHQW WR������
DQG�QRQ�*$$3 GLOXWHG�(36�LQFUHDVHG����SHUFHQW WR��������*$$3
DQG�QRQ�*$$3 GLOXWHG�(36� LQFUHDVHG� SULPDULO\� GXH� WR� WKH� VDPH�
IDFWRUV� LPSDFWLQJ� *$$3 DQG� QRQ�*$$3 RSHUDWLQJ� HDUQLQJV�
GHVFULEHG�DERYH��7KH�LQFUHDVH�LQ�ILVFDO�����*$$3GLOXWHG�(36�DOVR�
UHIOHFWV�WKH�SULRU�\HDU�ORVV�RQ�H[WLQJXLVKPHQW�RI�GHEW�
&DVK�DQG�(TXLYDOHQWV
2XU�FDVK�DQG�HTXLYDOHQWV�EDODQFH�ZDV������ELOOLRQ DW�-XQH���������
FRPSDUHG�WR������ELOOLRQ DW�-XQH�����������7KH�GHFUHDVH�LQ�FDVK�DQG�
HTXLYDOHQWV�GXULQJ�WKH�ILVFDO�����ZDV�GULYHQ�E\������ELOOLRQ GHSOR\HG�
IRU�DFTXLVLWLRQV�������PLOOLRQ SDLG�LQ�GLYLGHQGV�������PLOOLRQ SDLG�IRU�
VKDUH�UHSXUFKDVHV��DQG������PLOOLRQ LQ�FDSLWDO�H[SHQGLWXUHV��SDUWLDOO\�
RIIVHW�E\������ELOOLRQ LQ�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�



0'	$ 5HVXOWV�RI�2SHUDWLRQV

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

6LJQLILFDQW�'HYHORSPHQWV�LQ�)LVFDO������DQG�7UHQGV
$FTXLVLWLRQV
&RUGLV
2Q�2FWREHU���� ������ ZH� FRPSOHWHG� WKH� DFTXLVLWLRQ� RI� WKH� &RUGLV�
EXVLQHVV���&RUGLV���IURP�(WKLFRQ��,QF���D�ZKROO\�RZQHG�VXEVLGLDU\�RI�
-RKQVRQ�	�-RKQVRQ��IRU������ELOOLRQ�XVLQJ�FDVK�RQ�KDQG�DQG�SURFHHGV�
IURP�RXU�GHEW�RIIHULQJ�LQ�-XQH�������7KH�DFTXLVLWLRQ�RI�&RUGLV��D�JOREDO�
PDQXIDFWXUHU�DQG�GLVWULEXWRU�RI�LQWHUYHQWLRQDO�FDUGLRORJ\�GHYLFHV�DQG�
HQGRYDVFXODU�VROXWLRQV�ZLWK�RSHUDWLRQV�LQ�PRUH�WKDQ����FRXQWULHV��
H[SDQGV� RXU� 0HGLFDO� VHJPHQW
V� SRUWIROLR� RI� VHOI�PDQXIDFWXUHG�
SURGXFWV�DQG�LWV�JHRJUDSKLF�VFRSH��
QDYL+HDOWK
2Q�$XJXVW�����������ZH�DFTXLUHG�D����SHUFHQW�RZQHUVKLS�LQWHUHVW�LQ�
QDYL+HDOWK�+ROGLQJV��//&���QDYL+HDOWK���IRU������PLOOLRQ��QHW�RI�FDVK�
DFTXLUHG�RI�����PLOOLRQ��:H�IXQGHG�WKH�DFTXLVLWLRQ�ZLWK�FDVK�RQ�KDQG��
7KH� DFTXLVLWLRQ� RI� QDYL+HDOWK�� D� OHDGHU� LQ� SRVW�DFXWH� FDUH�
PDQDJHPHQW�VROXWLRQV��H[SDQGV�RXU�DELOLW\�WR�KHOS�KRVSLWDOV��RWKHU�
KHDOWKFDUH�SURYLGHUV��DQG�SD\HUV�PDQDJH�WKH�FRPSOH[�SURFHVVHV�RI�
SDWLHQW�GLVFKDUJH��:H�FRQVROLGDWH�WKH�UHVXOWV�RI�QDYL+HDOWK� LQ�RXU�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG�UHSRUW�LWV�UHVXOWV�LQ�RXU�0HGLFDO�
VHJPHQW��7KH�SRUWLRQ�RI�QDYL+HDOWK�QHW�HDUQLQJV�DWWULEXWDEOH�WR�WKLUG�

SDUW\�LQWHUHVW�KROGHUV�LV�UHSRUWHG�DV�D�UHGXFWLRQ�WR�QHW�HDUQLQJV�LQ�
WKH� FRQVROLGDWHG� VWDWHPHQWV� RI� HDUQLQJV��$W� -XQH����� ������ RXU�
RZQHUVKLS�LQWHUHVW�LQ�QDYL+HDOWK�ZDV����SHUFHQW GXH�WR�DQ�DGGLWLRQDO�
FDSLWDO�FRQWULEXWLRQ�LQ�FRQQHFWLRQ�ZLWK�DQ�DFTXLVLWLRQ�E\�QDYL+HDOWK��
5HIHU�WR�1RWH����IRU�IXUWKHU�LQIRUPDWLRQ�RQ�WKLV�DFTXLVLWLRQ�
+DUYDUG�'UXJ�
2Q�-XO\����������ZH�FRPSOHWHG�WKH�DFTXLVLWLRQ�RI�7KH�+DUYDUG�'UXJ�
*URXS� ��+DUYDUG� 'UXJ��� IRU� ����� ELOOLRQ XVLQJ� FDVK� RQ� KDQG� DQG�
SURFHHGV� IURP�RXU�GHEW�RIIHULQJ� LQ� -XQH�������7KH�DFTXLVLWLRQ�RI�
+DUYDUG�'UXJ�� D� GLVWULEXWRU� RI� JHQHULF� SKDUPDFHXWLFDOV�� RYHU�WKH�
FRXQWHU�KHDOWKFDUH�DQG�UHODWHG�SURGXFWV�WR�UHWDLO�� LQVWLWXWLRQDO��DQG�
DOWHUQDWH�FDUH�FXVWRPHUV��HQKDQFHV�RXU�3KDUPDFHXWLFDO�VHJPHQW
V�
JHQHULF�SKDUPDFHXWLFDO�GLVWULEXWLRQ�DQG�UHODWHG�VHUYLFHV�EXVLQHVVHV��
+DUYDUG�'UXJ�DOVR�UHSDFNDJHV�JHQHULF�SKDUPDFHXWLFDOV�DQG�RYHU�
WKH�FRXQWHU�KHDOWKFDUH�SURGXFWV�
5HIHU�WR�1RWH�� RI�WKH��1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��
IRU�DGGLWLRQDO�LQIRUPDWLRQ�RQ�DFTXLVLWLRQV�

7UHQGV
:LWKLQ�RXU�3KDUPDFHXWLFDO�VHJPHQW��ZH�H[SHFW�VHJPHQW�SURILW� IRU�
ILVFDO������WR�EH�HVVHQWLDOO\�IODW�FRPSDUHG�WR�ILVFDO�������7KH�IDFWRUV�
FRQWULEXWLQJ� WR�RXU�H[SHFWDWLRQ� LQFOXGH� OHVV�SURILW�JURZWK� IURP� WKH�
VHJPHQW¶V�JHQHULFV�SURJUDP�DQG�WKH�ORVV�RI�D�ODUJH�SKDUPDFHXWLFDO�
GLVWULEXWLRQ� FXVWRPHU� EHJLQQLQJ�$SULO� ��� ������ FRPELQHG� ZLWK� WKH�
DGYHUVH�LPSDFW�RI�FXVWRPHU�SULFLQJ�FKDQJHV�VLPLODU�WR�WKRVH�LQ�ILVFDO�
������:KLOH�ZH�H[SHFW�WKDW�WKH�VHJPHQW¶V�JHQHULFV�SURJUDP�ZLOO�EH�
SRVLWLYHO\�LPSDFWHG�E\�EHQHILWV�IURP�ERWK�5HG�2DN�6RXUFLQJ�DQG�QHZ�
JHQHULF�SKDUPDFHXWLFDO�ODXQFKHV��ZH�H[SHFW�WKDW�ERWK�RI�WKHVH�LWHPV�
ZLOO�KDYH�VLJQLILFDQWO\�OHVV�RI�D�\HDU�RYHU�\HDU�SRVLWLYH�VHJPHQW�SURILW�

LPSDFW�LQ�ILVFDO������WKDQ�ILVFDO�������7KH�LPSDFW�RI�WKHVH�IDFWRUV�
ZLOO�EH�PRUH�SURQRXQFHG�LQ�WKH�ILUVW�TXDUWHU�RI�ILVFDO�������ZKHQ�ZH�
H[SHFW�3KDUPDFHXWLFDO�VHJPHQW�SURILW�WR�EH�VLJQLILFDQWO\�OHVV�WKDQ�LQ�
WKH�SULRU�\HDU�SHULRG�DQG�FRQVROLGDWHG�RSHUDWLQJ�HDUQLQJV�WR�EH�OHVV�
WKDQ�LQ�WKH�SULRU�\HDU�SHULRG��+RZHYHU��DV�LV�JHQHUDOO\�WKH�FDVH��WKH�
IUHTXHQF\�� PDJQLWXGH� DQG� SURILW� LPSDFW� RI� IXWXUH� JHQHULF�
SKDUPDFHXWLFDO�SURGXFW�ODXQFKHV��DV�ZHOO�DV�RWKHU�IDFWRUV�LPSDFWLQJ�
RXU�JHQHULFV�SURJUDP��DUH�XQFHUWDLQ��DQG�WKHLU�LPSDFW�RQ�ILVFDO������
3KDUPDFHXWLFDO�VHJPHQW�SURILW�DQG�FRQVROLGDWHG�RSHUDWLQJ�HDUQLQJV�
FRXOG�EH�PRUH�RU�OHVV�WKDQ�ZH�H[SHFW�
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5HVXOWV�RI�2SHUDWLRQV
5HYHQXH

5HYHQXH &KDQJH
�LQ�PLOOLRQV� ���� ���� ���� ���� ����
3KDUPDFHXWLFDO � ������� � ������ � ������ ��� ���
0HGLFDO ������ ������ ������ �� ��
7RWDO�VHJPHQW�UHYHQXH ������� ������� ������ ��� ���

&RUSRUDWH ���� �� �� 1�0� 1�0�
7RWDO�UHYHQXH � ������� �������� � ������ ��� ���

)LVFDO������&RPSDUHG�WR�)LVFDO�����
3KDUPDFHXWLFDO�6HJPHQW
)LVFDO����� 3KDUPDFHXWLFDO�VHJPHQW�UHYHQXH�JUHZ�SULPDULO\�GXH�WR�
VDOHV� JURZWK� IURP� H[LVWLQJ� DQG� QHZ� SKDUPDFHXWLFDO� GLVWULEXWLRQ�
FXVWRPHUV�� LQFOXGLQJ� FRQWLQXHG� EUDQGHG� SKDUPDFHXWLFDO� SULFH�
DSSUHFLDWLRQ�� DOO� RI� ZKLFK� LQFUHDVHG� UHYHQXH� E\� ������ ELOOLRQ��
$FTXLVLWLRQV�DOVR�FRQWULEXWHG������ELOOLRQ�WR�UHYHQXH�JURZWK�
0HGLFDO�6HJPHQW
)LVFDO� ���� 0HGLFDO� VHJPHQW� UHYHQXH� JUHZ� SULPDULO\� GXH� WR�
DFTXLVLWLRQV��QHW�RI�GLYHVWLWXUHV��ZKLFK�FRQWULEXWHG������PLOOLRQ��DQG�
VDOHV�JURZWK�IURP�H[LVWLQJ�EXVLQHVVHV�

)LVFDO����� &RPSDUHG�WR�)LVFDO�����
3KDUPDFHXWLFDO�6HJPHQW
)LVFDO����� 3KDUPDFHXWLFDO�VHJPHQW�UHYHQXH�JUHZ�SULPDULO\�GXH�WR�
VDOHV� JURZWK� IURP� H[LVWLQJ� DQG� QHZ� SKDUPDFHXWLFDO� GLVWULEXWLRQ�
FXVWRPHUV��ZKLFK�LQFUHDVHG�UHYHQXH�E\�������ELOOLRQ��7KH�JURZWK�ZDV�
SULPDULO\�GULYHQ�E\�LQFUHDVHG�VDOHV�WR�H[LVWLQJ�FXVWRPHUV��LQFOXGLQJ�
FRQWLQXHG� EUDQGHG� SKDUPDFHXWLFDO� SULFH� DSSUHFLDWLRQ� DQG� QHZO\�
ODXQFKHG� KHSDWLWLV� &� SKDUPDFHXWLFDO� SURGXFWV�� 7KH� LQFUHDVH� ZDV�
SDUWLDOO\�RIIVHW�E\������ELOOLRQ�GXH�WR�WKH�:DOJUHHQV�FRQWUDFW�H[SLUDWLRQ�
LQ�WKH�SULRU�\HDU�SHULRG��
0HGLFDO�6HJPHQW
)LVFDO� ���� 0HGLFDO� VHJPHQW� UHYHQXH� JUHZ� SULPDULO\� GXH� WR�
DFTXLVLWLRQV�ZKLFK�FRQWULEXWHG������PLOOLRQ�

&RVW�RI�3URGXFWV�6ROG
$V�D�UHVXOW�RI�WKH�VDPH�IDFWRUV�DIIHFWLQJ�WKH�FKDQJH�LQ�UHYHQXH��FRQVROLGDWHG�FRVW�RI�SURGXFWV�VROG�LQFUHDVHG�������ELOOLRQ ����SHUFHQW��DQG�
������ELOOLRQ ����SHUFHQW��GXULQJ�ILVFDO����� DQG�������UHVSHFWLYHO\��6HH�WKH�JURVV�PDUJLQ�GLVFXVVLRQ�IRU�DGGLWLRQDO�GULYHUV�LPSDFWLQJ�FRVW�RI�
SURGXFWV�VROG�
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*URVV�0DUJLQ

&RQVROLGDWHG�*URVV�0DUJLQ &KDQJH
�LQ�PLOOLRQV� ���� ���� ���� ���� ����
*URVV�PDUJLQ ������ ������ ������ ��� ���

)LVFDO������&RPSDUHG�WR�)LVFDO�����
)LVFDO����� FRQVROLGDWHG�JURVV�PDUJLQ� LQFUHDVHG������PLOOLRQ ����
SHUFHQW���DQG�ZDV�IDYRUDEO\�LPSDFWHG�E\�VDOHV�JURZWK�IURP�H[LVWLQJ�
DQG�QHZ�SKDUPDFHXWLFDO�GLVWULEXWLRQ�FXVWRPHUV� ������PLOOLRQ��DQG�
DFTXLVLWLRQV��QHW�RI�GLYHVWLWXUHV�������PLOOLRQ���
*URVV�PDUJLQ� UDWH� FRQWUDFWHG� GXULQJ� ILVFDO� ������ SULPDULO\� GXH� WR�
FKDQJHV�LQ�SURGXFW�PL[�GULYHQ�E\�WKH�RQ�ERDUGLQJ�RI�D�QHZ�PDLO�RUGHU�
FXVWRPHU�VWDUWLQJ�LQ�2FWREHU�������DQG�DOVR�GXH�WR�WKH�DGYHUVH�LPSDFW�
RI�FXVWRPHU�SULFLQJ�FKDQJHV��2XU�JURVV�PDUJLQ�UDWH�ZDV�IDYRUDEO\�
LPSDFWHG� E\� SHUIRUPDQFH� XQGHU� RXU� 3KDUPDFHXWLFDO� VHJPHQW�
JHQHULFV�SURJUDP��2XU�JHQHULFV�SURJUDP�KDG�VWURQJ�\HDU�RYHU�\HDU�
SHUIRUPDQFH�IURP�5HG�2DN�6RXUFLQJ�

)LVFDO������&RPSDUHG�WR�)LVFDO�����
)LVFDO����� FRQVROLGDWHG�JURVV�PDUJLQ� LQFUHDVHG������PLOOLRQ ����
SHUFHQW���DQG�ZDV�IDYRUDEO\�LPSDFWHG�E\�VDOHV�JURZWK�IURP�H[LVWLQJ�
DQG�QHZ�SKDUPDFHXWLFDO�GLVWULEXWLRQ�FXVWRPHUV��RIIVHW�LQ�SDUW�E\�WKH�
:DOJUHHQV�FRQWUDFW�H[SLUDWLRQ� LQ� WKH�SULRU� \HDU��7KH�QHW� LPSDFW�RI�
WKHVH�IDFWRUV�LQFUHDVHG�FRQVROLGDWHG�JURVV�PDUJLQ�E\������PLOOLRQ��
,Q�DGGLWLRQ��DFTXLVLWLRQV� IDYRUDEO\� LPSDFWHG�JURVV�PDUJLQ�E\������
PLOOLRQ�
*URVV�PDUJLQ�UDWH�FRQWUDFWHG�VOLJKWO\�GXULQJ�ILVFDO�������UHIOHFWLQJ�WKH�
DGYHUVH�LPSDFW�RI�FXVWRPHU�SULFLQJ�FKDQJHV��WKH�ORZHU�PDUJLQ�UDWH�
LPSDFW�RI�QHZO\�ODXQFKHG�KHSDWLWLV�&�SKDUPDFHXWLFDO�SURGXFWV��DQG�
QHZ� FXVWRPHU�PL[�� ODUJHO\� RIIVHW� E\� VWURQJ� SHUIRUPDQFH� IURP�RXU�
3KDUPDFHXWLFDO�VHJPHQW�JHQHULFV�SURJUDP��LQFOXGLQJ�EHQHILWV�IURP�
5HG�2DN�6RXUFLQJ�

'LVWULEXWLRQ��6HOOLQJ��*HQHUDO��DQG�$GPLQLVWUDWLYH���6*	$���([SHQVHV

6*	$�([SHQVHV &KDQJH
�LQ�PLOOLRQV� ���� ���� ���� ���� ����
6*	$�H[SHQVHV ������ ������ ������ ��� ��

)LVFDO������&RPSDUHG�WR�)LVFDO�����
)LVFDO����� 6*	$ H[SHQVHV�LQFUHDVHG�SULPDULO\�GXH�WR�DFTXLVLWLRQV��
QHW�RI�GLYHVWLWXUHV�������PLOOLRQ��

)LVFDO������&RPSDUHG�WR�)LVFDO�����
)LVFDO����� 6*	$ H[SHQVHV�LQFUHDVHG�SULPDULO\�GXH�WR�DFTXLVLWLRQV�
�����PLOOLRQ��DQG�DQ�RYHUDOO�LQFUHDVH�LQ�YROXPH�RI�VDOHV�WR�H[LVWLQJ�
DQG�QHZ�FXVWRPHUV�
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6HJPHQW�3URILW
:H�HYDOXDWH�VHJPHQW�SHUIRUPDQFH�EDVHG�RQ�VHJPHQW�SURILW��DPRQJ�RWKHU�PHDVXUHV��6HH�1RWH��� RI�WKH��1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�
6WDWHPHQWV��IRU�DGGLWLRQDO�LQIRUPDWLRQ�RQ�VHJPHQW�SURILW�

6HJPHQW�3URILW�DQG�2SHUDWLQJ(DUQLQJV &KDQJH
�LQ�PLOOLRQV� ���� ���� ���� ���� ����
3KDUPDFHXWLFDO � ����� � ����� � ����� ��� �� �
0HGLFDO ��� ��� ��� �� ����
7RWDO�VHJPHQW�SURILW ����� ����� ����� ��� �� �

&RUSRUDWH ����� ����� ����� ��� �� �
7RWDO�FRQVROLGDWHG�RSHUDWLQJ�HDUQLQJV � ����� � ����� � ����� ��� �� �

)LVFDO������&RPSDUHG�WR�)LVFDO�����
3KDUPDFHXWLFDO�6HJPHQW�3URILW
)LVFDO����� 3KDUPDFHXWLFDO�VHJPHQW�SURILW� LQFUHDVHG�GXH�WR�VDOHV�
JURZWK�IURP�H[LVWLQJ�DQG�QHZ�SKDUPDFHXWLFDO�GLVWULEXWLRQ�FXVWRPHUV�
DQG�SHUIRUPDQFH�XQGHU�RXU�JHQHULFV�SURJUDP��SDUWLDOO\�RIIVHW�E\�WKH�
DGYHUVH� LPSDFW� RI� FXVWRPHU� SULFLQJ� FKDQJHV�� $FTXLVLWLRQV� DOVR�
FRQWULEXWHG�WR�3KDUPDFHXWLFDO�VHJPHQW�SURILW�JURZWK��2XU�JHQHULFV�
SURJUDP�EHQHILWHG�IURP�VWURQJ�\HDU�RYHU�\HDU�SHUIRUPDQFH�IURP�5HG�
2DN�6RXUFLQJ�
0HGLFDO�6HJPHQW�3URILW
)LVFDO����� 0HGLFDO�VHJPHQW�SURILW�LQFUHDVHG�GXH�WR�WKH�FRQWULEXWLRQ�
IURP�&DUGLQDO�+HDOWK�%UDQG�SURGXFWV��$FTXLVLWLRQV��QHW�RI�GLYHVWLWXUHV��
ZKLFK�LQFOXGHG�WKH�XQIDYRUDEOH�LPSDFW�RQ�FRVW�RI�SURGXFWV�VROG�IURP�
WKH� IDLU� YDOXH� VWHS� XS� RI� LQYHQWRU\� DFTXLUHG� ZLWK� &RUGLV�� DOVR�
FRQWULEXWHG�WR�VHJPHQW�SURILW�JURZWK��)LVFDO����� 0HGLFDO�VHJPHQW�
SURILW�JURZWK�ZDV�SDUWLDOO\�RIIVHW�E\�D�GHFOLQH�LQ�WKH�UHVXOWV�IURP�RXU�
&DQDGD�EXVLQHVV�
&RUSRUDWH
$V�GLVFXVVHG�IXUWKHU�LQ�VHFWLRQV�WKDW�IROORZ��WKH�SULQFLSDO�GULYHU�IRU�WKH�
FKDQJH�LQ�&RUSRUDWH�GXULQJ�ILVFDO����� ZHUH�LQFUHDVHG�DPRUWL]DWLRQ�
DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV�SULPDULO\�UHODWHG�WR�WKH�DFTXLVLWLRQV�
RI�&RUGLV�DQG�+DUYDUG�'UXJ��SDUWLDOO\�RIIVHW�E\�OLWLJDWLRQ�UHFRYHULHV�

)LVFDO������&RPSDUHG�WR�)LVFDO�����
3KDUPDFHXWLFDO�6HJPHQW�3URILW
)LVFDO����� 3KDUPDFHXWLFDO�VHJPHQW�SURILW� LQFUHDVHG�GXH�WR�VDOHV�
JURZWK�IURP�H[LVWLQJ�DQG�QHZ�SKDUPDFHXWLFDO�GLVWULEXWLRQ�FXVWRPHUV�
DQG�VWURQJ�SHUIRUPDQFH�IURP�RXU�JHQHULFV�SURJUDP��LQFOXGLQJ�EHQHILWV�
IURP�5HG�2DN�6RXUFLQJ�� SDUWLDOO\� RIIVHW� E\� WKH� DGYHUVH� LPSDFW� RI�
FXVWRPHU�SULFLQJ�FKDQJHV�DQG�WKH�:DOJUHHQV�FRQWUDFW�H[SLUDWLRQ�LQ�
WKH�SULRU�\HDU�SHULRG�
0HGLFDO�6HJPHQW�3URILW
)LVFDO� ���� 0HGLFDO� VHJPHQW� SURILW� GHFUHDVHG� SULPDULO\� GXH� WR� D�
GHFOLQH� LQ�FRQWULEXWLRQ�IURP�GLVWULEXWLRQ�RI�QDWLRQDO�EUDQG�SURGXFWV��
7KLV�ZDV�SDUWLDOO\�RIIVHW�E\�FRQWULEXWLRQV�IURP�WKH�VWUDWHJLF�H[SDQVLRQ�
RI�RXU�SRUWIROLR�RI�&DUGLQDO�+HDOWK�%UDQG�SURGXFWV�DQG�VHUYLFHV��GULYHQ�
E\�DFTXLVLWLRQV�DQG�WDUJHWHG�FRVW�UHGXFWLRQV�
&RUSRUDWH
$V�GLVFXVVHG�IXUWKHU�LQ�VHFWLRQV�WKDW�IROORZ��WKH�SULQFLSDO�GULYHU�IRU�WKH�
FKDQJH�LQ�&RUSRUDWH�LQ�ILVFDO����� ZHUH�LQFUHDVHG�DPRUWL]DWLRQ�DQG�
RWKHU� DFTXLVLWLRQ�UHODWHG� FRVWV� SULPDULO\� GXH� WR� FRVWV� LQFXUUHG� LQ�
FRQQHFWLRQ�ZLWK�WKH�DFTXLVLWLRQ�RI�&RUGLV�
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2WKHU�&RPSRQHQWV�RI�&RQVROLGDWHG�2SHUDWLQJ�(DUQLQJV
,Q�DGGLWLRQ�WR�UHYHQXH��JURVV�PDUJLQ��DQG�6*	$H[SHQVHV�GLVFXVVHG�SUHYLRXVO\��FRQVROLGDWHG�RSHUDWLQJ�HDUQLQJV�ZHUH�LPSDFWHG�E\�WKH�IROORZLQJ�

�LQ�PLOOLRQV� ���� ���� ����
5HVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH � �� � �� � ��
$PRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV ��� ��� ���
,PSDLUPHQWV�DQG��JDLQ��ORVV�RQ�GLVSRVDO�RI�DVVHWV��QHW �� � ���� � ��
/LWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW ���� � ����

$PRUWL]DWLRQ�DQG�2WKHU�$FTXLVLWLRQ�5HODWHG�&RVWV
$PRUWL]DWLRQ�RI�DFTXLVLWLRQ�UHODWHG�LQWDQJLEOH�DVVHWV�ZDV������PLOOLRQ��
����� PLOOLRQ� DQG� ����� PLOOLRQ� IRU� ILVFDO� ������ ���� DQG� ������
UHVSHFWLYHO\�� 7KH� LQFUHDVH� LQ� DPRUWL]DWLRQ� RI� DFTXLVLWLRQ�UHODWHG�
LQWDQJLEOH�DVVHWV�GXULQJ�ILVFDO����� ZDV�ODUJHO\�GXH�WR�WKH�&RUGLV�DQG�
+DUYDUG� 'UXJ� DFTXLVLWLRQV�� 7UDQVDFWLRQ� DQG� LQWHJUDWLRQ� FRVWV�
DVVRFLDWHG�ZLWK�WKH�&RUGLV�DFTXLVLWLRQ�ZHUH�����PLOOLRQDQG�����PLOOLRQ
GXULQJ�ILVFDO����� DQG�������UHVSHFWLYHO\�

/LWLJDWLRQ��5HFRYHULHV��&KDUJHV��1HW
'XULQJ�ILVFDO����� DQG�������ZH�UHFHLYHG�DQG�UHFRJQL]HG�LQFRPH�RI�
����PLOOLRQ DQG�����PLOOLRQ��UHVSHFWLYHO\��IURP�VHWWOHPHQWV�RI�FODVV�
DFWLRQ�DQWLWUXVW�ODZVXLWV�LQ�ZKLFK�ZH�ZHUH�D�FODVV�PHPEHU�
'XULQJ�ILVFDO�������ZH�LQFXUUHG�OLWLJDWLRQ�FKDUJHV�RI�����PLOOLRQ�UHODWHG�
WR�JRYHUQPHQW�LQYHVWLJDWLRQV��

(DUQLQJV�)URP�&RQWLQXLQJ�2SHUDWLRQV�%HIRUH�,QFRPH�7D[HV
,Q�DGGLWLRQ�WR�WKH�LWHPV�GLVFXVVHG�DERYH��HDUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV�EHIRUH�LQFRPH�WD[HV�ZDV�LPSDFWHG�E\�WKH�IROORZLQJ�

(DUQLQJV�IURP�&RQWLQXLQJ�2SHUDWLRQV�%HIRUH�,QFRPH�7D[HV &KDQJH
�LQ�PLOOLRQV� ���� ���� ���� ���� ����
2WKHU��LQFRPH��H[SHQVH��QHW � � � ��� � ���� 1�0� 1�0�
,QWHUHVW�H[SHQVH��QHW ��� ��� ��� ��� ��
/RVV�RQ�H[WLQJXLVKPHQW�RI�GHEW Ȅ �� ² 1�0� 1�0�

2WKHU�,QFRPH��1HW
2WKHU�LQFRPH��QHW�IRU�ILVFDO����� LQFOXGHG�D�����PLOOLRQ�SUH�WD[�JDLQ�
UHODWHG�WR�WKH�VDOH�RI�RXU�PLQRULW\�LQWHUHVW�LQ�WZR�LQYHVWPHQWV��
,QWHUHVW�([SHQVH��1HW
)LVFDO����� LQWHUHVW�H[SHQVH�LQFUHDVHG�SULPDULO\�DV�D�UHVXOW�RI�WKH�
DGGLWLRQDO������ELOOLRQ�RI�GHEW�LVVXHG�LQ�-XQH������WR�IXQG�WKH�+DUYDUG�
'UXJ�DQG�&RUGLV�DFTXLVLWLRQV�

/RVV�RQ�([WLQJXLVKPHQW�RI�'HEW�
,Q�'HFHPEHU�������ZH�UHGHHPHG�FHUWDLQ�GHEW�UHVXOWLQJ�LQ�D�ORVV�RQ�
WKH�H[WLQJXLVKPHQW�RI�GHEW�RI�����PLOOLRQ������PLOOLRQ��QHW�RI�WD[���
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3URYLVLRQ�IRU�,QFRPH�7D[HV
7KH�SURYLVLRQ�IRU�LQFRPH�WD[HV�LQFUHDVHG�����PLOOLRQ LQ�ILVFDO����� GXH�WR�DQ�LQFUHDVH�LQ�HDUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV�EHIRUH�LQFRPH�
WD[HV��2XU�HIIHFWLYH�WD[�UDWH�GHFUHDVHG�����SHUFHQWDJH�SRLQWV�GXULQJ�ILVFDO������
*HQHUDOO\��IOXFWXDWLRQV�LQ�WKH�HIIHFWLYH�WD[�UDWH�DUH�GXH�WR�FKDQJHV�LQ�WKH�GLVWULEXWLRQ�RI�LQFRPH�DPRQJ�QRQ�8�6��WD[LQJ�MXULVGLFWLRQV�ZLWK�ORZHU�
LQFRPH�WD[�UDWHV�DQG�GLVFUHWH�LWHPV��$ UHFRQFLOLDWLRQ�RI�WKH�SURYLVLRQ�EDVHG�RQ�WKH�IHGHUDO�VWDWXWRU\�LQFRPH�WD[�UDWH�WR�RXU�HIIHFWLYH�LQFRPH�WD[�
UDWH�IURP�FRQWLQXLQJ�RSHUDWLRQV�LV�DV�IROORZV��VHH�1RWH�� RI�WKH��1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��IRU�DGGLWLRQDO�LQIRUPDWLRQ��

���� ���� ����
3URYLVLRQ�DW�)HGHUDO�VWDWXWRU\�UDWH ����� ����� �����
6WDWH�DQG�ORFDO�LQFRPH�WD[HV��QHW�RI�IHGHUDO�EHQHILW ��� ��� ���
)RUHLJQ�WD[�UDWH�GLIIHUHQWLDO ����� ����� �����
1RQGHGXFWLEOH�QRQWD[DEOH�LWHPV ��� ��� �����
2WKHU ��� ��� �����
(IIHFWLYH�LQFRPH�WD[�UDWH ����� ����� �����

)LVFDO�����
7KH�ILVFDO������HIIHFWLYH�LQFRPH�WD[�UDWH�ZDV�IDYRUDEO\�LPSDFWHG�E\�
WKH�VWDWH�DQG�ORFDO�LQFRPH�WD[�UDWH��ZKLFK�GHFUHDVHG�����SHUFHQWDJH�
SRLQWV�GXH�WR�UHVROXWLRQV�ZLWK�VWDWH�WD[LQJ�DXWKRULWLHV�DQG�D�VKLIW�LQ�
WKH�GLVWULEXWLRQ�RI� LQFRPH�DPRQJ�MXULVGLFWLRQV��7KH�IRUHLJQ�WD[�UDWH�
GLIIHUHQWLDO� GHFUHDVHG� ���� SHUFHQWDJH� SRLQWV� SULPDULO\� GXH� WR� WKH�
GHIHUUHG�WD[�EHQHILWV�UHFRJQL]HG�LQ�ILVFDO������

2QJRLQJ�$XGLWV
7KH�,56�LV�FXUUHQWO\�FRQGXFWLQJ�DXGLWV�RI�ILVFDO�\HDUV������WKURXJK�
�����

)LVFDO������DQG�)LVFDO�����
7KH�ILVFDO����� HIIHFWLYH�LQFRPH�WD[�UDWH�ZDV�XQIDYRUDEO\�LPSDFWHG�
E\�WKH�VWDWH�DQG�ORFDO�LQFRPH�WD[�UDWH��ZKLFK�LQFUHDVHG�����SHUFHQWDJH�
SRLQWV� GXH� WR� WKH�GH�UHFRJQLWLRQ� RI� FHUWDLQ� VWDWH� WD[� EHQHILWV��7KH�
IRUHLJQ� WD[� UDWH� GLIIHUHQWLDO� DOVR� LQFUHDVHG� ���� SHUFHQWDJH� SRLQWV�
SULPDULO\�GXH�WR�UHFRJQLWLRQ�RI�GHIHUUHG�WD[�EHQHILWV�UHVXOWLQJ�IURP�QHZ�
WD[�OHJLVODWLRQ�� ,Q�DGGLWLRQ��WKH�FKDQJH�LQ�PHDVXUHPHQW�RI�XQFHUWDLQ�
WD[�SRVLWLRQV�LQFUHDVHG�����SHUFHQWDJH�SRLQWV�SULPDULO\�DV�D�UHVXOW�RI�
SURSRVHG�DVVHVVPHQW�RI�DGGLWLRQDO�WD[�
7KH� ILVFDO� ���� HIIHFWLYH� WD[� UDWH� ZDV� LPSDFWHG� E\� QHW� IDYRUDEOH�
GLVFUHWH�LWHPV�RI�����PLOOLRQ��ZKLFK�UHGXFHG�WKH�UDWH�E\�����SHUFHQWDJH�
SRLQWV�� 7KH� GLVFUHWH� LWHPV� LQFOXGH� WKH� IDYRUDEOH� LPSDFW� RI� WKH�
VHWWOHPHQW�RI� IHGHUDO�DQG�VWDWH� WD[�FRQWURYHUVLHV� �����PLOOLRQ��DQG�
UHOHDVH� RI� YDOXDWLRQ� DOORZDQFHV� �����PLOOLRQ�� DQG� WKH� XQIDYRUDEOH�
LPSDFW�RI�UHPHDVXUHPHQW�RI�XQUHFRJQL]HG�WD[�EHQHILWV������PLOOLRQ���
SULPDULO\�DV�D�UHVXOW�RI�SURSRVHG�DVVHVVPHQWV�RI�DGGLWLRQDO�WD[��
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/LTXLGLW\�DQG�&DSLWDO�5HVRXUFHV
:H�FXUUHQWO\�EHOLHYH�WKDW��EDVHG�RQ�DYDLODEOH�FDSLWDO�UHVRXUFHV��FDVK�RQ�KDQG�DQG�FRPPLWWHG�FUHGLW�IDFLOLWLHV��DQG�SURMHFWHG�RSHUDWLQJ�FDVK�
IORZ��ZH�KDYH�DGHTXDWH�FDSLWDO� UHVRXUFHV� WR� IXQG�ZRUNLQJ�FDSLWDO�QHHGV��FXUUHQWO\�DQWLFLSDWHG�FDSLWDO�H[SHQGLWXUHV��FXUUHQWO\�DQWLFLSDWHG�
EXVLQHVV�JURZWK�DQG�H[SDQVLRQ��FRQWUDFWXDO�REOLJDWLRQV��WD[�SD\PHQWV��DQG�FXUUHQW�DQG�SURMHFWHG�GHEW�VHUYLFH�UHTXLUHPHQWV��GLYLGHQGV��DQG�
VKDUH�UHSXUFKDVHV��,I�ZH�GHFLGH�WR�HQJDJH�LQ�RQH�RU�PRUH�DGGLWLRQDO�DFTXLVLWLRQV��GHSHQGLQJ�RQ�WKH�VL]H�DQG�WLPLQJ�RI�VXFK�WUDQVDFWLRQV��ZH�
PD\�QHHG�WR�DFFHVV�FDSLWDO�PDUNHWV�IRU�DGGLWLRQDO�ILQDQFLQJ�
&DVK�DQG�(TXLYDOHQWV
2XU�FDVK�DQG�HTXLYDOHQWV�EDODQFH�ZDV������ELOOLRQ DW�-XQH���������
FRPSDUHG�WR������ELOOLRQ DW�-XQH�����������7KH�GHFUHDVH�LQ�FDVK�DQG�
HTXLYDOHQWV�GXULQJ�ILVFDO����� ZDV�GULYHQ�E\������ELOOLRQ GHSOR\HG�
IRU�DFTXLVLWLRQV�������PLOOLRQ SDLG�LQ�GLYLGHQGV�������PLOOLRQ SDLG�IRU�
VKDUH�UHSXUFKDVHV��DQG������PLOOLRQ LQ�FDSLWDO�H[SHQGLWXUHV��SDUWLDOO\�
RIIVHW�E\������ELOOLRQ LQ�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV��1HW�FDVK�
SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�ZDV�SRVLWLYHO\�LPSDFWHG�E\�LQFUHDVHG�
QHW�HDUQLQJV�DQG�ZRUNLQJ�FDSLWDO�LPSURYHPHQWV��$W�-XQH�����������
RXU�FDVK�DQG�HTXLYDOHQWV�ZHUH�KHOG�LQ�FDVK�GHSRVLWRU\�DFFRXQWV�ZLWK�
PDMRU�EDQNV�RU�LQYHVWHG�LQ�KLJK�TXDOLW\��VKRUW�WHUP�OLTXLG�LQYHVWPHQWV��
7KH�FDVK�DQG�HTXLYDOHQWV�EDODQFH�DW�-XQH��������� LQFOXGHG������
PLOOLRQ� RI� FDVK�KHOG� E\� VXEVLGLDULHV� RXWVLGH�RI� WKH�8QLWHG�6WDWHV��
$OWKRXJK� WKH� YDVW� PDMRULW\� RI� FDVK� LV� DYDLODEOH� IRU� UHSDWULDWLRQ��
EULQJLQJ�WKH�FDVK�LQWR�WKH�8QLWHG�6WDWHV�FRXOG�WULJJHU�8�6�IHGHUDO��
VWDWH�DQG� ORFDO� LQFRPH� WD[�REOLJDWLRQV��%HFDXVH� WKH�HDUQLQJV�DUH�
FRQVLGHUHG�SHUPDQHQWO\�UHLQYHVWHG��QR�8�6��WD[�SURYLVLRQ�KDV�EHHQ�
DFFUXHG� UHODWHG� WR� WKH� UHSDWULDWLRQ� RI� WKHVH� HDUQLQJV�� ,W� LV� QRW�
SUDFWLFDEOH�WR�HYDOXDWH�WKH�DPRXQW�RI�8�6��WD[�WKDW�PLJKW�EH�SD\DEOH�
RQ�WKH�HYHQWXDO�UHPLWWDQFH�RI�VXFK�HDUQLQJV��

'XULQJ�ILVFDO�������QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�RI������
ELOOLRQ�ZDV� SRVLWLYHO\� LPSDFWHG� E\� ZRUNLQJ� FDSLWDO� LPSURYHPHQWV��
7KHVH� IXQGV�ZHUH�GHSOR\HG� IRU������ELOOLRQ RI�VKDUH� UHSXUFKDVHV��
�����PLOOLRQ RI�DFTXLVLWLRQV�DQG������PLOOLRQ RI�FDVK�GLYLGHQGV��,Q�
DGGLWLRQ��GXULQJ�WKH�VHFRQG�TXDUWHU�RI�ILVFDO�������ZH�UHILQDQFHG������
ELOOLRQ�RI�ORQJ�WHUP�GHEW�DW�ORZHU�LQWHUHVW�UDWHV�DQG�ORQJHU�PDWXULWLHV�
DQG�GXULQJ�WKH�IRXUWK�TXDUWHU�RI�ILVFDO����� ZH�UHFHLYHG�SURFHHGV�
IURP�WKH�LVVXDQFH�RI�DGGLWLRQDO�ORQJ�WHUP�GHEW�RI������ELOOLRQ�WR�IXQG�
WKH�+DUYDUG�'UXJ�DQG�&RUGLV�DFTXLVLWLRQV�
'XULQJ� ILVFDO� ���� ZH� GHSOR\HG� ����� PLOOLRQ RI� FDVK� RQ� VKDUH�
UHSXUFKDVHV�� ����� PLOOLRQ RQ� DFTXLVLWLRQV� DQG� ����� PLOOLRQ RQ�
GLYLGHQGV��1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�RI������ELOOLRQ
EHQHILWHG� IURP�D�QHW�ZRUNLQJ� FDSLWDO� GHFUHDVH� LQ� H[FHVV�RI� �����
PLOOLRQ�DV�D�UHVXOW�RI�WKH�:DOJUHHQV�FRQWUDFW�H[SLUDWLRQ�
&KDQJHV�LQ�ZRUNLQJ�FDSLWDO��ZKLFK�LPSDFW�RSHUDWLQJ�FDVK�IORZ��FDQ�
YDU\�VLJQLILFDQWO\�GHSHQGLQJ�RQ�IDFWRUV�VXFK�DV�WKH�WLPLQJ�RI�FXVWRPHU�
SD\PHQWV�� LQYHQWRU\� SXUFKDVHV� DQG� SD\PHQWV� WR� YHQGRUV� LQ� WKH�
UHJXODU� FRXUVH�RI� EXVLQHVV�� DV�ZHOO� DV� IOXFWXDWLQJ�ZRUNLQJ� FDSLWDO�
QHHGV�GULYHQ�E\�FXVWRPHU�DQG�SURGXFW�PL[�

2WKHU�)LQDQFLQJ�$UUDQJHPHQWV�DQG�)LQDQFLDO�,QVWUXPHQWV
&UHGLW�)DFLOLWLHV�DQG�&RPPHUFLDO�3DSHU
,Q�DGGLWLRQ�WR�FDVK�DQG�HTXLYDOHQWV�DQG�RSHUDWLQJ�FDVK�IORZ��RWKHU�
VRXUFHV�RI�OLTXLGLW\�DW�-XQH��������� LQFOXGH�D�������ELOOLRQ UHYROYLQJ�
FUHGLW�IDFLOLW\�DQG�D������PLOOLRQ FRPPLWWHG�UHFHLYDEOHV�VDOHV�IDFLOLW\�
SURJUDP�� ,Q�-XQH�������ZH� LQFUHDVHG�RXU� UHYROYLQJ�FUHGLW� IDFLOLW\�
IURP� ����� ELOOLRQ WR� ������ ELOOLRQ DQG� GHFUHDVHG� RXU� FRPPLWWHG�
UHFHLYDEOHV�IDFLOLW\�SURJUDP�IURP������PLOOLRQ WR������PLOOLRQ��:H�
DOVR�KDYH�D�FRPPHUFLDO�SDSHU�SURJUDP�RI�XS�WR������ELOOLRQ��EDFNHG�
E\�WKH�UHYROYLQJ�FUHGLW�IDFLOLW\��$W�-XQH�����������ZH�KDG�QR�DPRXQWV�
RXWVWDQGLQJ� XQGHU� WKH� UHYROYLQJ� FUHGLW� IDFLOLW\��$YDLODELOLW\� RQ� WKH�
UHYROYLQJ�FUHGLW�IDFLOLW\�ZDV�UHGXFHG�E\�RXWVWDQGLQJ�OHWWHUV�RI�FUHGLW�
RI�����PLOOLRQ DW�-XQH�����������:H�DOVR�KDG�VWDQGE\�OHWWHUV�RI�FUHGLW�
RI�����PLOOLRQ LVVXHG�XQGHU�WKH�FRPPLWWHG�UHFHLYDEOHV�VDOHV�IDFLOLW\�
SURJUDP�DW�-XQH����������
2XU�UHYROYLQJ�FUHGLW�IDFLOLW\�DQG�FRPPLWWHG�UHFHLYDEOHV�VDOHV�IDFLOLW\�
SURJUDP�UHTXLUH�XV�WR�PDLQWDLQ�D�FRQVROLGDWHG�OHYHUDJH�UDWLR�RI�QR�
PRUH�WKDQ������WR�� DQG�RXU�FRPPLWWHG�UHFHLYDEOHV�VDOHV�IDFLOLW\�DOVR�
UHTXLUHV�XV�WR�PDLQWDLQ�D�FRQVROLGDWHG�LQWHUHVW�FRYHUDJH�UDWLR��DV�RI�
WKH�HQG�RI�DQ\�FDOHQGDU�TXDUWHU��RI�DW� OHDVW���WR����$V�RI�-XQH�����
������ZH�ZHUH�LQ�FRPSOLDQFH�ZLWK�WKHVH�ILQDQFLDO�FRYHQDQWV�

$YDLODEOH�IRU�6DOH�6HFXULWLHV
$W�-XQH��������� DQG�������ZH�KHOG������PLOOLRQ DQG������PLOOLRQ��
UHVSHFWLYHO\�� RI� PDUNHWDEOH� VHFXULWLHV�� ZKLFK� DUH� FODVVLILHG� DV�
DYDLODEOH�IRU�VDOH�
/RQJ�7HUP�2EOLJDWLRQV
$W�-XQH�����������ZH�KDG�WRWDO�ORQJ�WHUP�REOLJDWLRQV�RI������ELOOLRQ�
5LVN�0DQDJHPHQW
:H� XVH� LQWHUHVW� UDWH� VZDSV�� IRUHLJQ� FXUUHQF\� FRQWUDFWV� DQG�
FRPPRGLW\�FRQWUDFWV�WR�PDQDJH�RXU�H[SRVXUH�WR�FDVK�IORZ�YDULDELOLW\��
:H�DOVR�XVH�LQWHUHVW�UDWH�VZDSV�WR�SURWHFW�WKH�YDOXH�RI�RXU�GHEW�DQG�
XVH�IRUHLJQ�FXUUHQF\� IRUZDUG�FRQWUDFWV� WR�SURWHFW� WKH�YDOXH�RI�RXU�
H[LVWLQJ�DQG�IRUHFDVWHG�IRUHLJQ�FXUUHQF\�DVVHWV�DQG�OLDELOLWLHV��6HH�
WKH� �4XDQWLWDWLYH� DQG�4XDOLWDWLYH� 'LVFORVXUHV�$ERXW�0DUNHW� 5LVN��
VHFWLRQ�DV�ZHOO� DV�1RWHV�� DQG��� RI� WKH� ³1RWHV� WR�&RQVROLGDWHG�
)LQDQFLDO�6WDWHPHQWV´�IRU�LQIRUPDWLRQ�UHJDUGLQJ�WKH�XVH�RI�ILQDQFLDO�
LQVWUXPHQWV�DQG�GHULYDWLYHV�DV�ZHOO�DV�IRUHLJQ�FXUUHQF\��LQWHUHVW�UDWH�
DQG�FRPPRGLW\�H[SRVXUHV�
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&DSLWDO�'HSOR\PHQW
&DSLWDO�([SHQGLWXUHV
&DSLWDO�H[SHQGLWXUHV�GXULQJ�ILVFDO������������DQG������ZHUH������
PLOOLRQ�������PLOOLRQ DQG������PLOOLRQ��UHVSHFWLYHO\�
:H�H[SHFW�FDSLWDO�H[SHQGLWXUHV�LQ�ILVFDO����� WR�EH�EHWZHHQ������
PLOOLRQ�DQG������PLOOLRQ�SULPDULO\�IRU�LQIRUPDWLRQ�WHFKQRORJ\�SURMHFWV��
JURZWK�SURMHFWV�LQ�RXU�FRUH�EXVLQHVV�DQG�LQWHJUDWLRQ�RI�WKH�&RUGLV�
DFTXLVLWLRQ�
'LYLGHQGV
'XULQJ� ILVFDO�������ZH�SDLG�TXDUWHUO\�GLYLGHQGV� WRWDOLQJ������ SHU�
VKDUH��DQ�LQFUHDVH�RI����SHUFHQW IURP�ILVFDO������
2Q�0D\����������RXU�%RDUG�RI�'LUHFWRUV�DSSURYHG�D�TXDUWHUO\�GLYLGHQG�
RI�������� SHU�VKDUH��RU������ SHU�VKDUH�RQ�DQ�DQQXDOL]HG�EDVLV��
SD\DEOH�RQ�-XO\����������WR�VKDUHKROGHUV�RI�UHFRUG�RQ�-XO\���������

6KDUH�5HSXUFKDVHV
2XU�%RDUG�RI�'LUHFWRUV�KDV�DSSURYHG�D������ELOOLRQ�VKDUH�UHSXUFKDVH�
SURJUDP��ZKLFK�ZDV�FRPSOHWHG�LQ�-XO\�������2Q�0D\����������RXU�
%RDUG�RI�'LUHFWRUV�DOVR�DSSURYHG�DQ�DGGLWLRQDO� �����ELOOLRQ� VKDUH�
UHSXUFKDVH� SURJUDP� WKDW� H[SLUHV� RQ�'HFHPEHU� ���� ������'XULQJ�
ILVFDO�������ZH�UHSXUFKDVHG������PLOOLRQ RI�RXU�FRPPRQ�VKDUHV�DQG�
IURP� -XO\���� ���� WKURXJK�$XJXVW� ��� ������ ZH� UHSXUFKDVHG� DQ�
DGGLWLRQDO� ����� PLOOLRQ RI� RXU� FRPPRQ� VKDUHV�� :H� IXQGHG� WKH�
UHSXUFKDVHV�ZLWK�DYDLODEOH�FDVK��$W�$XJXVW����������ZH�KDG������
PLOOLRQ UHPDLQLQJ�XQGHU�WKH�QHZ�UHSXUFKDVH�DXWKRUL]DWLRQ�
$FTXLVLWLRQV
2Q�-XO\����������$XJXVW����������DQG�2FWREHU����������ZH�DFTXLUHG�
+DUYDUG�'UXJ��QDYL+HDOWK�DQG�&RUGLV� IRU������ELOOLRQ� �QHW�RI� FDVK�
DFTXLUHG�RI�����PLOOLRQ��������PLOOLRQ��QHW�RI�FDVK�DFTXLUHG�RI�����
PLOOLRQ��DQG������ELOOLRQ��UHVSHFWLYHO\�
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&RQWUDFWXDO�2EOLJDWLRQV
$W�-XQH�����������RXU�FRQWUDFWXDO�REOLJDWLRQV�� LQFOXGLQJ�HVWLPDWHG�
SD\PHQWV�GXH�E\�SHULRG��DUH�DV�IROORZV��

�LQ�PLOOLRQV� ���� �����WR���� �����WR���� 7KHUH�DIWHU 7RWDO
/RQJ�WHUP�GHEW�DQG�VKRUW�WHUP�ERUURZLQJV���� � ��� � ��� � ��� � ����� � �����
,QWHUHVW�RQ�ORQJ�WHUP�GHEW ��� ��� ��� ����� �����
&DSLWDO�OHDVH�REOLJDWLRQV��� � �� � � ��
2WKHU�OLDELOLWLHV���� � ² ² ² �
2SHUDWLQJ�OHDVHV���� ��� ��� ��� ��� ���
3XUFKDVH�REOLJDWLRQV�DQGRWKHU�SD\PHQWV���� ��� ��� ��� ��� �����
7RWDO�FRQWUDFWXDOREOLJDWLRQV ������ � ����� � ����� � ����� � �����

���� 5HSUHVHQWV�PDWXULWLHV�RI�RXU�ORQJ�WHUP�GHEW�REOLJDWLRQV�DQG�RWKHU�VKRUW�WHUP�
ERUURZLQJV�H[FOXGLQJ�FDSLWDO�OHDVH�REOLJDWLRQV�GHVFULEHG�EHORZ��6HH�1RWH�� RI�
WKH�³1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV´�IRU�IXUWKHU�LQIRUPDWLRQ�

���� 5HSUHVHQWV�PDWXULWLHV�RI�RXU�FDSLWDO�OHDVH�REOLJDWLRQV�LQFOXGHG�ZLWKLQ�ORQJ�WHUP�
REOLJDWLRQV�LQ�RXU�FRQVROLGDWHG�EDODQFH�VKHHWV�

���� 5HSUHVHQWV�FDVK�RXWIORZV�E\�SHULRG�IRU�FHUWDLQ�RI�RXU�OLDELOLWLHV�LQ�ZKLFK�FDVK�
RXWIORZV� FRXOG� EH� UHDVRQDEO\� HVWLPDWHG�� /RQJ�WHUP� OLDELOLWLHV�� VXFK� DV�
XQUHFRJQL]HG�WD[�EHQHILWV�DQG�GHIHUUHG�WD[HV��KDYH�EHHQ�H[FOXGHG�IURP�WKH�
WDEOH�DERYH�EHFDXVH�RI�WKH�LQKHUHQW�XQFHUWDLQW\�RI�WKH�XQGHUO\LQJ�WD[�SRVLWLRQV�
RU�EHFDXVH�RI�WKH�LQDELOLW\�WR�UHDVRQDEO\�HVWLPDWH�WKH�WLPLQJ�RI�DQ\�FDVK�RXWIORZV��

6HH�1RWH�� RI� WKH� ³1RWHV� WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV´� IRU� IXUWKHU�
GLVFXVVLRQ� RI� LQFRPH� WD[HV�� $GGLWLRQDOO\�� WKH� FDUU\LQJ� YDOXH� RI� UHGHHPDEOH�
QRQFRQWUROOLQJ�LQWHUHVWV�DUH�H[FOXGHG�IURP�WKH�WDEOH��DV�WKH�XOWLPDWH�DPRXQW�DQG�
WLPLQJ� RI� DQ\� IXWXUH� FDVK� SD\PHQWV� UHODWHG� WR� WKH� UHGHPSWLRQ� DPRXQW� DUH�
XQFHUWDLQ��6HH�1RWH�� DQG�1RWH��� RI� WKH� ³1RWHV� WR�&RQVROLGDWHG�)LQDQFLDO�
6WDWHPHQWV´�IRU�IRU�DGGLWLRQDO�LQIRUPDWLRQ�UHJDUGLQJ�UHGHHPDEOH�QRQFRQWUROOLQJ�
LQWHUHVWV�

���� 5HSUHVHQWV�PLQLPXP� UHQWDO� SD\PHQWV� IRU� RSHUDWLQJ� OHDVHV� KDYLQJ� LQLWLDO� RU�
UHPDLQLQJ�QRQ�FDQFHODEOH�OHDVH�WHUPV�DV�GHVFULEHG�LQ�1RWH�� RI�WKH�³1RWHV�WR�
&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�´

���� $SXUFKDVH�REOLJDWLRQ�LV�GHILQHG�DV�DQ�DJUHHPHQW�WR�SXUFKDVH�JRRGV�RU�VHUYLFHV�
WKDW�LV�OHJDOO\�HQIRUFHDEOH�DQG�VSHFLILHV�DOO�VLJQLILFDQW�WHUPV��LQFOXGLQJ�IL[HG�RU�
PLQLPXP� TXDQWLWLHV� WR� EH� SXUFKDVHG�� IL[HG�� PLQLPXP� RU� YDULDEOH� SULFH�
SURYLVLRQV��DQG�DSSUR[LPDWH�WLPLQJ�RI�WKH�WUDQVDFWLRQ��7KH�SXUFKDVH�REOLJDWLRQ�
DPRXQWV�GLVFORVHG�DERYH�UHSUHVHQW�HVWLPDWHV�RI�WKH�PLQLPXP�IRU�ZKLFK�ZH�DUH�
REOLJDWHG�DQG�WKH�WLPH�SHULRG�LQ�ZKLFK�FDVK�RXWIORZV�ZLOO�RFFXU��3XUFKDVH�RUGHUV�
DQG�DXWKRUL]DWLRQV� WR�SXUFKDVH� WKDW� LQYROYH�QR� ILUP�FRPPLWPHQW� IURP�HLWKHU�
SDUW\� DUH�H[FOXGHG� IURP� WKH�DERYH� WDEOH�� ,Q� DGGLWLRQ�� FRQWUDFWV� WKDW� FDQ�EH�
XQLODWHUDOO\�FDQFHOHG�ZLWK�QR�WHUPLQDWLRQ�IHH�RU�ZLWK�SURSHU�QRWLFH�DUH�H[FOXGHG�
IURP�RXU�WRWDO�SXUFKDVH�REOLJDWLRQV�H[FHSW�IRU�WKH�DPRXQW�RI�WKH�WHUPLQDWLRQ�IHH�
RU�WKH�PLQLPXP�DPRXQW�RI�JRRGV�WKDW�PXVW�EH�SXUFKDVHG�GXULQJ�WKH�UHTXLVLWH�
QRWLFH�SHULRG��3XUFKDVH�REOLJDWLRQV�DQG�RWKHU�SD\PHQWV�DOVR�LQFOXGHV�TXDUWHUO\�
SD\PHQWV�RI�������PLOOLRQ�WKDW�ZH�DUH�UHTXLUHG�WR�SD\�&96�+HDOWK�&RUSRUDWLRQ�
��&96�+HDOWK���� ZKLFK� FRPPHQFHG� LQ�2FWREHU� ����� LQ� FRQQHFWLRQ�ZLWK� WKH�
HVWDEOLVKPHQW�RI�5HG�2DN�6RXUFLQJ�DQG�ZLOO�EH�LQ�SODFH�IRU�WKH�UHPDLQLQJ�HLJKW�
\HDUV�RI� WKH�DJUHHPHQW��3XUFKDVH�REOLJDWLRQV�DQG�RWKHU�SD\PHQWV�GRHV�QRW�
LQFOXGH� FRQWLQJHQW� SD\PHQWV� XQGHU� WKH� VRXUFLQJ� YHQWXUH� WKDW� ZHUH� QRW� \HW�
GHWHUPLQHG�DV�RI�-XQH�����������LQFOXGLQJ�WKH�TXDUWHUO\�����PLOOLRQ�LQFUHDVH�
WKDW�EHJDQ�LQ�ILVFDO������DQG�WKH�DGGLWLRQDO�����PLOOLRQ�EHJLQQLQJ�LQ�WKH�ILUVW�
TXDUWHU� RI� ILVFDO� ������ 6HH�1RWH� � RI� WKH� ³1RWHV� WR�&RQVROLGDWHG� )LQDQFLDO�
6WDWHPHQWV´�IRU�DGGLWLRQDO�LQIRUPDWLRQ�

2II�%DODQFH�6KHHW�$UUDQJHPHQWV
:H�KDG�QR�VLJQLILFDQW��RII�EDODQFH�VKHHW�DUUDQJHPHQWV��DW�-XQH�����������DV�WKDW�WHUP�LV�GHILQHG�LQ�WKH�6(&�UXOHV�
5HFHQW�)LQDQFLDO�$FFRXQWLQJ�6WDQGDUGV
6HH�1RWH�� RI�WKH�³1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV´�IRU�D�GLVFXVVLRQ�RI�UHFHQW�ILQDQFLDO�DFFRXQWLQJ�VWDQGDUGV�
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&ULWLFDO�$FFRXQWLQJ�3ROLFLHV�DQG�6HQVLWLYH�$FFRXQWLQJ�(VWLPDWHV
&ULWLFDO�DFFRXQWLQJ�SROLFLHV�DUH�WKRVH�DFFRXQWLQJ�SROLFLHV�WKDW��L��FDQ�KDYH�D�VLJQLILFDQW�LPSDFW�RQ�RXU�ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV�
DQG��LL��UHTXLUH�WKH�XVH�RI�FRPSOH[�DQG�VXEMHFWLYH�HVWLPDWHV�EDVHG�XSRQ�SDVW�H[SHULHQFH�DQG�PDQDJHPHQW¶V�MXGJPHQW��2WKHU�SHRSOH�DSSO\LQJ�
UHDVRQDEOH�MXGJPHQW�WR�WKH�VDPH�IDFWV�DQG�FLUFXPVWDQFHV�FRXOG�GHYHORS�GLIIHUHQW�HVWLPDWHV��%HFDXVH�HVWLPDWHV�DUH�LQKHUHQWO\�XQFHUWDLQ��
DFWXDO�UHVXOWV�PD\�GLIIHU��,Q�WKLV�VHFWLRQ��ZH�GHVFULEH�WKH�VLJQLILFDQW�SROLFLHV�DSSOLHG�LQ�SUHSDULQJ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�WKDW�
PDQDJHPHQW�EHOLHYHV�DUH�WKH�PRVW�GHSHQGHQW�RQ�HVWLPDWHV�DQG�DVVXPSWLRQV��)RU�IXUWKHU�GLVFXVVLRQ�RI�DFFRXQWLQJ�SROLFLHV�IRU�LWHPV�ZLWKLQ�
WKLV�VHFWLRQ�DQG�RI�DGGLWLRQDO�DFFRXQWLQJ�SROLFLHV��VHH�1RWH�� RI�WKH�³1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�´
$OORZDQFH�IRU�'RXEWIXO�$FFRXQWV
7UDGH� UHFHLYDEOHV�DUH�SUHVHQWHG�QHW�RI�DQ�DOORZDQFH� IRU�GRXEWIXO�
DFFRXQWV�RI������PLOOLRQ DW�ERWK�-XQH��������� DQG�������:H�PXVW�
XVH�MXGJPHQW�ZKHQ�GHFLGLQJ�ZKHWKHU�WR�H[WHQG�FUHGLW�WR�FXVWRPHUV�
DQG�ZKHQ�HVWLPDWLQJ�WKH�UHTXLUHG�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�
7KH�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�LQFOXGHV�JHQHUDO�DQG�VSHFLILF�
UHVHUYHV�� :H� GHWHUPLQH� WKH� DSSURSULDWH� DOORZDQFH� E\� UHYLHZLQJ�
DFFRXQWV� UHFHLYDEOH� DJLQJ�� LQGXVWU\� WUHQGV�� FXVWRPHU� ILQDQFLDO�
VWUHQJWK�DQG�FUHGLW�VWDQGLQJ��KLVWRULFDO�ZULWH�RII�WUHQGV�DQG�SD\PHQW�
KLVWRU\�� :H� DOVR� UHJXODUO\� HYDOXDWH� KRZ� FKDQJHV� LQ� HFRQRPLF�
FRQGLWLRQV�PD\�DIIHFW�FUHGLW�ULVNV�
2XU�PHWKRGRORJ\� IRU� HVWLPDWLQJ� WKH� JHQHUDO� UHVHUYH� LV� DVVHVVHG�
DQQXDOO\� EDVHG� RQ� KLVWRULFDO� ORVVHV� DQG� HFRQRPLF�� EXVLQHVV� DQG�
PDUNHW�WUHQGV��,Q�DGGLWLRQ��WKH�DOORZDQFH�LV�UHYLHZHG�TXDUWHUO\�DQG�
XSGDWHG� LI�DSSURSULDWH��:H�PD\�DGMXVW� WKH�DOORZDQFH� IRU�GRXEWIXO�
DFFRXQWV� LI� FKDQJHV� LQ� FXVWRPHUV¶ ILQDQFLDO� FRQGLWLRQ� RU� JHQHUDO�
HFRQRPLF�FRQGLWLRQV�PDNH�GHIDXOWV�PRUH�IUHTXHQW�RU�VHYHUH�

7KH� IROORZLQJ� WDEOH� JLYHV� LQIRUPDWLRQ� UHJDUGLQJ� WKH�DOORZDQFH� IRU�
GRXEWIXO�DFFRXQWV�RYHU�WKH�SDVW�WKUHH�ILVFDO�\HDUV�
�LQ�PLOOLRQV��H[FHSW�SHUFHQWDJHV� ���� ���� ����
$OORZDQFH�IRU�GRXEWIXO�DFFRXQWV � ��� � ��� � ���
5HGXFWLRQ�WR�DOORZDQFH�IRU�FXVWRPHUGHGXFWLRQV�DQG�ZULWH�RIIV �� �� ��
&KDUJHG�WR�FRVWV�DQG�H[SHQVHV �� �� ��
$OORZDQFH�DV�D�SHUFHQWDJH�RI�FXVWRPHU�UHFHLYDEOHV ���� ���� ����
$OORZDQFH�DV�D�SHUFHQWDJH�RI�UHYHQXH ����� ����� �����
$ K\SRWKHWLFDO�����SHUFHQW�LQFUHDVH�RU�GHFUHDVH�LQ�WKH�UHVHUYH�DV�D�
SHUFHQWDJH�RI�WUDGH�UHFHLYDEOHV�DW�-XQH�����������ZRXOG�UHVXOW�LQ�DQ�
LQFUHDVH�RU�GHFUHDVH�LQ�EDG�GHEW�H[SHQVH�RI����PLOOLRQ�
:H�EHOLHYH�WKH�UHVHUYH�PDLQWDLQHG�DQG�H[SHQVHV�UHFRUGHG�LQ�ILVFDO�
���� DUH�DSSURSULDWH��$W�WKLV�WLPH��ZH�DUH�QRW�DZDUH�RI�DQ\�DQDO\WLFDO�
ILQGLQJV�RU�FXVWRPHU�LVVXHV�WKDW�DUH�OLNHO\�WR�OHDG�WR�D�VLJQLILFDQW�IXWXUH�
LQFUHDVH�LQ�WKH�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�DV�D�SHUFHQWDJH�RI�
UHYHQXH�

,QYHQWRULHV
$ VXEVWDQWLDO�SRUWLRQ�RI�RXU�LQYHQWRULHV�����SHUFHQW DW�ERWK�-XQH�����
���� DQG�������DUH�YDOXHG�DW�WKH�ORZHU�RI�FRVW��XVLQJ�WKH�ODVW�LQ��ILUVW�
RXW� ��/,)2���PHWKRG��RU�PDUNHW��7KHVH�DUH�SULPDULO\�PHUFKDQGLVH�
LQYHQWRULHV�DW�WKH�FRUH�SKDUPDFHXWLFDO�GLVWULEXWLRQ�IDFLOLWLHV�ZLWKLQ�RXU�
3KDUPDFHXWLFDO� VHJPHQW�� 7KH� /,)2� LPSDFW� RQ� WKH� FRQVROLGDWHG�
VWDWHPHQWV�RI�HDUQLQJV�LQ�D�JLYHQ�\HDU�GHSHQGV�RQ�SKDUPDFHXWLFDO�
SULFH� DSSUHFLDWLRQ� DQG� WKH� OHYHO� RI� LQYHQWRU\�� 3ULFHV� IRU� EUDQGHG�
SKDUPDFHXWLFDOV�JHQHUDOO\�WHQG�WR�ULVH��ZKLFK�UHVXOWV�LQ�DQ�LQFUHDVH�
LQ�FRVW�RI�SURGXFWV�VROG��ZKHUHDV�SULFHV�IRU�JHQHULF�SKDUPDFHXWLFDOV�
JHQHUDOO\� WHQG� WR� GHFOLQH�� ZKLFK� UHVXOWV� LQ� D� GHFUHDVH� LQ� FRVW� RI�
SURGXFWV�VROG�
7KH�/,)2�PHWKRG�SUHVXPHV�WKDW�WKH�PRVW�UHFHQW�LQYHQWRU\�SXUFKDVHV�
DUH�WKH�ILUVW�LWHPV�VROG��VR�/,)2�KHOSV�XV�EHWWHU�PDWFK�FXUUHQW�FRVWV�
DQG�UHYHQXH��8VLQJ�/,)2��LI�WKHUH�LV�D�GHFUHDVH�LQ�LQYHQWRU\�OHYHOV�
WKDW�KDYH�H[SHULHQFHG�SKDUPDFHXWLFDO�SULFH�DSSUHFLDWLRQ��WKH�UHVXOW�
JHQHUDOO\�ZLOO�EH�D�GHFUHDVH�LQ�IXWXUH�FRVW�RI�SURGXFWV�VROG�DV�RXU�
ROGHU�LQYHQWRU\�LV�KHOG�DW�D�ORZHU�FRVW��&RQYHUVHO\��LI�WKHUH�LV�D�

GHFUHDVH�LQ�LQYHQWRU\�OHYHOV�WKDW�KDYH�H[SHULHQFHG�D�SKDUPDFHXWLFDO�
SULFH�GHFOLQH��WKH�UHVXOW�JHQHUDOO\�ZLOO�EH�DQ�LQFUHDVH�LQ�IXWXUH�FRVW�
RI�SURGXFWV�VROG�DV�RXU�ROGHU�LQYHQWRU\�LV�KHOG�DW�D�KLJKHU�FRVW��:H�
EHOLHYH� WKDW� WKH� DYHUDJH� FRVW� PHWKRG� RI� LQYHQWRU\� YDOXDWLRQ�
UHDVRQDEO\� DSSUR[LPDWHV� WKH� FXUUHQW� FRVW� RI� UHSODFLQJ� LQYHQWRU\�
ZLWKLQ�WKH�FRUH�SKDUPDFHXWLFDO�GLVWULEXWLRQ�IDFLOLWLHV��$FFRUGLQJO\��WKH�
/,)2�UHVHUYH�LV�WKH�GLIIHUHQFH�EHWZHHQ��D��LQYHQWRU\�DW�WKH�ORZHU�RI�
/,)2� FRVW� RU� PDUNHW� DQG� �E��LQYHQWRU\� DW� UHSODFHPHQW� FRVW�
GHWHUPLQHG�XVLQJ�WKH�DYHUDJH�FRVW�PHWKRG�RI�LQYHQWRU\�YDOXDWLRQ��
,I�ZH�KDG�XVHG�WKH�DYHUDJH�FRVW�PHWKRG�RI�LQYHQWRU\�YDOXDWLRQ�IRU�DOO�
LQYHQWRU\�ZLWKLQ� WKH�FRUH�SKDUPDFHXWLFDO�GLVWULEXWLRQ� IDFLOLWLHV�� WKH�
YDOXH�RI�RXU�LQYHQWRULHV�ZRXOG�QRW�KDYH�FKDQJHG�LQ�ILVFDO����� RU�
���� EHFDXVH�LQYHQWRULHV�YDOXHG�DW�/,)2�ZHUH����PLOOLRQ DQG������
PLOOLRQ KLJKHU� WKDQ� WKH� DYHUDJH� FRVW� YDOXH� DW� -XQH����� ���� DQG�
-XQH�����������UHVSHFWLYHO\��:H�GR�QRW�UHFRUG�LQYHQWRULHV�LQ�H[FHVV�
RI� UHSODFHPHQW�FRVW��$V�VXFK�� WKH�/,)2�UHVHUYH�ZDV�]HUR�DW�ERWK�
-XQH��������� DQG�������2XU�UHPDLQLQJ�LQYHQWRU\�LV�VWDWHG�DW�WKH�
ORZHU�RI�FRVW��XVLQJ�WKH�ILUVW�LQ��ILUVW�RXW�PHWKRG��RU�PDUNHW��
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,QYHQWRULHV�SUHVHQWHG�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�DUH�QHW�RI�
UHVHUYHV�IRU�H[FHVV�DQG�REVROHWH�LQYHQWRU\�ZKLFK�ZHUH�����PLOOLRQ
DQG�����PLOOLRQDW�-XQH���������DQG�������UHVSHFWLYHO\��7KH�LQFUHDVH�
SULPDULO\�UHIOHFWV�LQYHQWRU\�UHVHUYHV�SHUWDLQLQJ�WR�&RUGLV�
:H�UHVHUYH�IRU� LQYHQWRU\�REVROHVFHQFH�XVLQJ�HVWLPDWHV�EDVHG�RQ�
KLVWRULFDO�H[SHULHQFH��KLVWRULFDO�DQG�SURMHFWHG�VDOHV�WUHQGV��VSHFLILF�

FDWHJRULHV� RI� LQYHQWRU\� DQG� DJH� RI� RQ�KDQG� LQYHQWRU\�� ,I� DFWXDO�
FRQGLWLRQV� DUH� OHVV� IDYRUDEOH� WKDQ� RXU� DVVXPSWLRQV�� DGGLWLRQDO�
LQYHQWRU\�UHVHUYHV�PD\�EH�UHTXLUHG�

%XVLQHVV�&RPELQDWLRQV
7KH� DVVHWV� DFTXLUHG� DQG� OLDELOLWLHV� DVVXPHG� LQ� D� EXVLQHVV�
FRPELQDWLRQ��LQFOXGLQJ�LGHQWLILDEOH�LQWDQJLEOH�DVVHWV��DUH�UHFRUGHG�DW�
WKHLU�HVWLPDWHG�IDLU�YDOXHV�DV�RI�WKH�DFTXLVLWLRQ�GDWH��7KH�H[FHVV�RI�
WKH�SXUFKDVH�SULFH�RYHU�WKH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�LGHQWLILDEOH�
QHW�DVVHWV�DFTXLUHG�LV�UHFRUGHG�DV�JRRGZLOO��:H�EDVH�WKH�IDLU�YDOXHV�
RI� LGHQWLILDEOH� LQWDQJLEOH�DVVHWV�RQ�GHWDLOHG�YDOXDWLRQV�WKDW�UHTXLUH�
PDQDJHPHQW� WR� PDNH� VLJQLILFDQW� MXGJPHQWV�� HVWLPDWHV� DQG�
DVVXPSWLRQV��&ULWLFDO�HVWLPDWHV�DQG�DVVXPSWLRQV�LQFOXGH��H[SHFWHG�

IXWXUH� FDVK� IORZV� IRU� FXVWRPHU� UHODWLRQVKLSV�� WUDGHPDUNV�� WUDGH�
QDPHV�� SDWHQWV�� GHYHORSHG� WHFKQRORJ\�� LQ�SURFHVV� UHVHDUFK� DQG�
GHYHORSPHQW�DQG�RWKHU�LGHQWLILDEOH�LQWDQJLEOH�DVVHWV��GLVFRXQW�UDWHV�
WKDW� UHIOHFW� WKH�ULVN� IDFWRUV�DVVRFLDWHG�ZLWK� IXWXUH�FDVK� IORZV��DQG�
HVWLPDWHV�RI�XVHIXO�OLYHV��6HH�1RWH�� RI�WKH�³1RWHV�WR�&RQVROLGDWHG�
)LQDQFLDO� 6WDWHPHQWV´� IRU� DGGLWLRQDO� LQIRUPDWLRQ� UHJDUGLQJ� RXU�
DFTXLVLWLRQV�

*RRGZLOO�DQG�2WKHU�,QWDQJLEOH�$VVHWV
3XUFKDVHG�JRRGZLOO�DQG� LQWDQJLEOH�DVVHWV�ZLWK� LQGHILQLWH� OLYHV�DUH�
WHVWHG�IRU�LPSDLUPHQW�DQQXDOO\�RU�ZKHQ�LQGLFDWRUV�RI�LPSDLUPHQW�H[LVW�
*RRGZLOO� LPSDLUPHQW� WHVWLQJ� LQYROYHV� MXGJPHQW�� LQFOXGLQJ� WKH�
LGHQWLILFDWLRQ�RI�UHSRUWLQJ�XQLWV��WKH�HVWLPDWLRQ�RI�WKH�IDLU�YDOXH�RI�HDFK�
UHSRUWLQJ�XQLW�DQG��LI�QHFHVVDU\��WKH�HVWLPDWLRQ�RI�WKH�LPSOLHG�IDLU�YDOXH�
RI�JRRGZLOO��
2XU�GHWHUPLQDWLRQ�RI�HVWLPDWHG� IDLU�YDOXH�RI�RXU� UHSRUWLQJ�XQLWV� LV�
EDVHG� RQ� D� FRPELQDWLRQ� RI� WKH� LQFRPH�EDVHG� DQG�PDUNHW�EDVHG�
DSSURDFKHV�� 8QGHU� WKH� LQFRPH�EDVHG� DSSURDFK�� ZH� XVH� D�
GLVFRXQWHG�FDVK� IORZ�PRGHO� LQ�ZKLFK�FDVK� IORZV�DQWLFLSDWHG�RYHU�
VHYHUDO�IXWXUH�SHULRGV��SOXV�D�WHUPLQDO�YDOXH�DW�WKH�HQG�RI�WKDW�WLPH�
KRUL]RQ��DUH�GLVFRXQWHG�WR�WKHLU�SUHVHQW�YDOXH�XVLQJ�DQ�DSSURSULDWH�
ULVN�DGMXVWHG�UDWH�RI�UHWXUQ��:H�XVH�RXU�LQWHUQDO�IRUHFDVWV�WR�HVWLPDWH�
IXWXUH�FDVK�IORZV��ZKLFK�ZH�EHOLHYH�DUH�FRQVLVWHQW�ZLWK�WKRVH�RI�D�
PDUNHW�SDUWLFLSDQW��DQG�LQFOXGH�DQ�HVWLPDWH�RI�ORQJ�WHUP�JURZWK�UDWHV�
EDVHG�RQ�RXU�PRVW�UHFHQW�YLHZV�RI�WKH�ORQJ�WHUP�RXWORRN�IRU�HDFK�
UHSRUWLQJ�XQLW��$FWXDO�UHVXOWV�PD\�GLIIHU�PDWHULDOO\�IURP�WKRVH�XVHG�LQ�
RXU�IRUHFDVWV��:H�XVH�GLVFRXQW�UDWHV�WKDW�DUH�FRPPHQVXUDWH�ZLWK�WKH�
ULVNV�DQG�XQFHUWDLQW\�LQKHUHQW�LQ�WKH�UHVSHFWLYH�UHSRUWLQJ�XQLWV�DQG�
LQ� RXU� LQWHUQDOO\�GHYHORSHG� IRUHFDVWV�� 'LVFRXQW� UDWHV� XVHG� LQ� RXU�
UHSRUWLQJ�XQLW�YDOXDWLRQV�UDQJHG�IURP�����SHUFHQW WR������SHUFHQW��
8QGHU� WKH� PDUNHW�EDVHG� DSSURDFK�� ZH� GHWHUPLQH� IDLU� YDOXH� E\�
FRPSDULQJ� RXU� UHSRUWLQJ� XQLWV� WR� VLPLODU� EXVLQHVVHV� RU� JXLGHOLQH�
FRPSDQLHV�ZKRVH�VHFXULWLHV�DUH�DFWLYHO\�WUDGHG�LQ�SXEOLF�PDUNHWV��
(VWLPDWLQJ� WKH� IDLU� YDOXH� RI� UHSRUWLQJ� XQLWV� UHTXLUHV� WKH� XVH� RI�
HVWLPDWHV�DQG�VLJQLILFDQW�MXGJPHQWV�WKDW�DUH�EDVHG�RQ�D�QXPEHU�RI�
IDFWRUV� LQFOXGLQJ� DFWXDO� RSHUDWLQJ� UHVXOWV�� 7KH� XVH� RI� DOWHUQDWH�
HVWLPDWHV�DQG�DVVXPSWLRQV�RU�FKDQJHV�LQ�WKH�LQGXVWU\�RU�SHHU�JURXSV�
FRXOG� PDWHULDOO\� DIIHFW� WKH� GHWHUPLQDWLRQ� RI� IDLU� YDOXH� IRU� HDFK�
UHSRUWLQJ�XQLW�DQG�SRWHQWLDOO\�UHVXOW�LQ�JRRGZLOO�LPSDLUPHQW�

:H�SHUIRUPHG�DQQXDO�LPSDLUPHQW�WHVWLQJ�LQ�ILVFDO������������DQG�
�����DQG�FRQFOXGHG�WKDW�WKHUH�ZHUH�QR�LPSDLUPHQWV�RI�JRRGZLOO�DV�
WKH�HVWLPDWHG�IDLU�YDOXH�RI�HDFK�UHSRUWLQJ�XQLW�H[FHHGHG�LWV�FDUU\LQJ�
YDOXH��,I�ZH�ZHUH�WR�DOWHU�RXU�LPSDLUPHQW�WHVWLQJ�E\�LQFUHDVLQJ�WKH�
GLVFRXQW�UDWH�LQ�WKH�GLVFRXQWHG�FDVK�IORZ�DQDO\VLV�E\���SHUFHQW��WKHUH�
VWLOO�ZRXOG�QRW�EH�DQ\�LPSDLUPHQW�LQGLFDWHG�IRU�DQ\�RI�RXU�UHSRUWLQJ�
XQLWV�IRU�ILVFDO������������RU������
7KH�LPSDLUPHQW�WHVW�IRU�LQGHILQLWH�OLYHG�LQWDQJLEOHV�RWKHU�WKDQ�JRRGZLOO�
�SULPDULO\�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW���,35	'����UHTXLUHV�
FRPSDULQJ�WKH�IDLU�YDOXH�RI�WKH�LQGHILQLWH�OLYHG�LQWDQJLEOH�DVVHW�WR�WKH�
FDUU\LQJ�YDOXH�RI� WKH�DVVHW�DV�RI� WKH� LPSDLUPHQW� WHVWLQJ�GDWH��:H�
HVWLPDWH�WKH�IDLU�YDOXH�RI�RXU� LQGHILQLWH�OLYHG�LQWDQJLEOHV�XQGHU�WKH�
LQFRPH�DSSURDFK�XVLQJ�D�GLVFRXQWHG�FDVK�IORZ�PRGHO��:H�XVH�RXU�
LQWHUQDO�IRUHFDVWV�WR�HVWLPDWH�IXWXUH�FDVK�IORZV��ZKLFK�ZH�EHOLHYH�DUH�
FRQVLVWHQW�ZLWK�WKRVH�RI�D�PDUNHW�SDUWLFLSDQW��DQG�LQFOXGH�DQ�HVWLPDWH�
RI�ORQJ�WHUP�JURZWK�UDWHV�EDVHG�RQ�RXU�PRVW�UHFHQW�YLHZV�RI�WKH�ORQJ�
WHUP�RXWORRN�IRU�WKH�LQGHILQLWH�OLYHG�LQWDQJLEOH�LQFOXGLQJ��DPRQJ�RWKHU�
IDFWRUV��DVVXPSWLRQV�RQ�UHJXODWRU\�DSSURYDO�IRU�,35	'�
,QWDQJLEOH�DVVHWV�ZLWK�ILQLWH�OLYHV��SULPDULO\�FXVWRPHU�UHODWLRQVKLSV��
WUDGHPDUNV��WUDGH�QDPHV�DQG�SDWHQWV��DQG�GHYHORSHG�WHFKQRORJ\��
DUH�DPRUWL]HG�XVLQJ�D�FRPELQDWLRQ�RI�VWUDLJKW�OLQH�DQG�DFFHOHUDWHG�
PHWKRGV�EDVHG�RQ�WKH�H[SHFWHG�FDVK�IORZV�IURP�WKH�DVVHW�RYHU�WKHLU�
HVWLPDWHG�XVHIXO�OLYHV��:H�UHYLHZ�LQWDQJLEOH�DVVHWV�ZLWK�ILQLWH�OLYHV�
IRU� LPSDLUPHQW� ZKHQHYHU� HYHQWV� RU� FKDQJHV� LQ� FLUFXPVWDQFHV�
LQGLFDWH�WKDW�WKH�UHODWHG�FDUU\LQJ�DPRXQWV�PD\�QRW�EH�UHFRYHUDEOH��
'HWHUPLQLQJ� ZKHWKHU� DQ� LPSDLUPHQW� ORVV� RFFXUUHG� UHTXLUHV�
HVWLPDWLQJ�IXWXUH�XQGLVFRXQWHG�FDVK�IORZV�H[SHFWHG�WR�EH�JHQHUDWHG�
E\�WKH�DVVHW�JURXS��$FWXDO�UHVXOWV�PD\�GLIIHU�PDWHULDOO\�IURP�WKRVH�
XVHG�LQ�RXU�IRUHFDVWV�
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�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

9HQGRU�5HVHUYHV
,Q� WKH� RUGLQDU\� FRXUVH� RI� EXVLQHVV�� RXU� YHQGRUV� PD\� GLVSXWH�
GHGXFWLRQV�WDNHQ�DJDLQVW�SD\PHQWV�RWKHUZLVH�GXH�WR�WKHP�RU�DVVHUW�
RWKHU� GLVSXWHV�� 7KHVH� GLVSXWHG� WUDQVDFWLRQV� DUH� UHVHDUFKHG� DQG�
UHVROYHG�EDVHG�XSRQ�ILQGLQJV�RI�WKH�UHVHDUFK�SHUIRUPHG��$W�DQ\�JLYHQ�
WLPH��WKHUH�DUH�RXWVWDQGLQJ�LWHPV�LQ�YDULRXV�VWDJHV�RI�UHVHDUFK�DQG�
UHVROXWLRQ��,Q�GHWHUPLQLQJ�DSSURSULDWH�UHVHUYHV�IRU�DUHDV�RI�H[SRVXUH�
ZLWK� RXU� YHQGRUV�� ZH� DVVHVV� KLVWRULFDO� H[SHULHQFH� DQG� FXUUHQW�
RXWVWDQGLQJ�FODLPV��:H�KDYH�HVWDEOLVKHG�YDULRXV�OHYHOV�RI�UHVHUYHV�
EDVHG� RQ� WKH� W\SH� RI� FODLP� DQG� VWDWXV� RI� UHYLHZ�� 7KRXJK� WKH�
WUDQVDFWLRQ�W\SHV�DUH�UHODWLYHO\�FRQVLVWHQW��ZH�SHULRGLFDOO\�UHILQH�RXU�
PHWKRGRORJ\�E\�XSGDWLQJ�WKH�UHVHUYH�HVWLPDWH�SHUFHQWDJHV�WR�UHIOHFW�
DFWXDO�KLVWRULFDO�H[SHULHQFH��&KDQJHV�WR�WKH�HVWLPDWH�SHUFHQWDJHV�
DIIHFW�WKH�FRVW�RI�SURGXFWV�VROG�LQ�WKH�SHULRG�LQ�ZKLFK�WKH�FKDQJH�ZDV�
PDGH�

9HQGRU�UHVHUYHV�ZHUH�����PLOOLRQ DQG�����PLOOLRQ DW�-XQH���������
DQG� ������ UHVSHFWLYHO\��$SSUR[LPDWHO\� ��� SHUFHQW� RI� WKH� YHQGRU�
UHVHUYH�DW� WKH�HQG�RI� ILVFDO����� SHUWDLQHG�WR� WKH�3KDUPDFHXWLFDO�
VHJPHQW� FRPSDUHG� WR� ��� SHUFHQW� DW� WKH� HQG� RI� ILVFDO� ������7KH�
UHVHUYH�EDODQFH�ZLOO�IOXFWXDWH�GXH�WR�YDULDWLRQV�LQ�RXWVWDQGLQJ�FODLPV�
IURP� SHULRG�WR�SHULRG�� WLPLQJ� RI� VHWWOHPHQWV� DQG� VSHFLILF� YHQGRU�
LVVXHV�
7KH�XOWLPDWH�RXWFRPH�RI�VSHFLILF�FODLPV�PD\�EH�GLIIHUHQW�WKDQ�RXU�
RULJLQDO�HVWLPDWH�DQG�PD\�UHTXLUH�DGMXVWPHQW��:H�EHOLHYH��KRZHYHU��
WKDW�UHVHUYHV�UHFRUGHG�IRU�VXFK�GLVSXWHV�DUH�UHDVRQDEOH�EDVHG�XSRQ�
FXUUHQW�IDFWV�DQG�FLUFXPVWDQFHV�

/RVV�&RQWLQJHQFLHV
:H� DFFUXH� IRU� FRQWLQJHQFLHV� UHODWHG� WR� GLVSXWHV�� OLWLJDWLRQ� DQG�
UHJXODWRU\�PDWWHUV�LI�LW�LV�SUREDEOH�WKDW�D�OLDELOLW\�KDV�EHHQ�LQFXUUHG�
DQG�WKH�DPRXQW�RI�WKH�ORVV�FDQ�EH�UHDVRQDEO\�HVWLPDWHG��%HFDXVH�
WKHVH� PDWWHUV� DUH� LQKHUHQWO\� XQSUHGLFWDEOH� DQG� XQIDYRUDEOH�
GHYHORSPHQWV�RU�UHVROXWLRQV�FDQ�RFFXU��DVVHVVLQJ�FRQWLQJHQFLHV�LV�
KLJKO\�VXEMHFWLYH�DQG�UHTXLUHV�MXGJPHQWV�DERXW�IXWXUH�HYHQWV��

:H�UHJXODUO\�UHYLHZ�FRQWLQJHQFLHV�WR�GHWHUPLQH�ZKHWKHU�RXU�DFFUXDOV�
DQG�UHODWHG�GLVFORVXUHV�DUH�DGHTXDWH��7KH�DPRXQW�RI�XOWLPDWH�ORVV�
PD\� GLIIHU� IURP� WKHVH� HVWLPDWHV�� 6HH� 1RWH� � RI� WKH� ³1RWHV� WR�
&RQVROLGDWHG� )LQDQFLDO� 6WDWHPHQWV´� IRU� DGGLWLRQDO� LQIRUPDWLRQ�
UHJDUGLQJ�ORVV�FRQWLQJHQFLHV�

3URYLVLRQ�IRU�,QFRPH�7D[HV
2XU�LQFRPH�WD[�H[SHQVH��GHIHUUHG�LQFRPH�WD[�DVVHWV�DQG�OLDELOLWLHV��
DQG�XQUHFRJQL]HG�WD[�EHQHILWV�UHIOHFW�PDQDJHPHQW¶V�DVVHVVPHQW�RI�
HVWLPDWHG�IXWXUH�WD[HV�WR�EH�SDLG�RQ�LWHPV�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�
VWDWHPHQWV�
7KH� IROORZLQJ� WDEOH�SUHVHQWV� LQIRUPDWLRQ�DERXW�RXU� WD[�SRVLWLRQ�DW�
-XQH����
�LQ�PLOOLRQV� ���� ����
7RWDO�GHIHUUHG�LQFRPH�WD[�DVVHWV���� � ��� � ���
9DOXDWLRQ�DOORZDQFH�IRU�GHIHUUHG�LQFRPH�WD[�DVVHWV���� ���� ����
1HW�GHIHUUHG�LQFRPH�WD[�DVVHWV ��� ���

7RWDO�GHIHUUHG�LQFRPH�WD[�OLDELOLWLHV ������� �������
1HW�GHIHUUHG�LQFRPH�WD[�OLDELOLW\ �������� ��������

���� 7RWDO�GHIHUUHG�LQFRPH�WD[�DVVHWV�LQFOXGHG������PLOOLRQ DQG������PLOOLRQ RI�ORVV�
DQG�WD[�FUHGLW�IRUZDUGV�DW�-XQH��������� DQG�������UHVSHFWLYHO\�

���� 7KLV�YDOXDWLRQ�DOORZDQFH�SULPDULO\�UHODWHV�WR�IHGHUDO��VWDWH�DQG�LQWHUQDWLRQDO�ORVV�
FDUU\IRUZDUGV�IRU�ZKLFK�WKH�XOWLPDWH�UHDOL]DWLRQ�RI�IXWXUH�EHQHILWV�LV�XQFHUWDLQ�

([SLULQJ� ORVV�DQG� FUHGLW� FDUU\IRUZDUGV�DQG� WKH� UHTXLUHG� YDOXDWLRQ�
DOORZDQFHV�DUH�DGMXVWHG�TXDUWHUO\��$IWHU�DSSO\LQJ�WKH�YDOXDWLRQ�

DOORZDQFHV��ZH�GR�QRW�DQWLFLSDWH�DQ\�OLPLWDWLRQV�RQ�RXU�XVH�RI�DQ\�RI�
WKH�RWKHU�QHW�GHIHUUHG�LQFRPH�WD[�DVVHWV�GHVFULEHG�DERYH�
:H�EHOLHYH�WKDW�RXU�HVWLPDWHV�IRU�WKH�YDOXDWLRQ�DOORZDQFHV�DJDLQVW�
GHIHUUHG�WD[�DVVHWV�DQG�XQUHFRJQL]HG�WD[�EHQHILWV�DUH�DSSURSULDWH�
EDVHG�RQ�FXUUHQW�IDFWV�DQG�FLUFXPVWDQFHV��+RZHYHU��RWKHUV�DSSO\LQJ�
UHDVRQDEOH� MXGJPHQW� WR� WKH� VDPH� IDFWV� DQG� FLUFXPVWDQFHV� FRXOG�
GHYHORS� GLIIHUHQW� HVWLPDWHV��7KH� DPRXQW�ZH� XOWLPDWHO\� SD\�ZKHQ�
PDWWHUV�DUH�UHVROYHG�PD\�GLIIHU�IURP�WKH�DPRXQWV�DFFUXHG�
7D[�EHQHILWV�IURP�XQFHUWDLQ�WD[�SRVLWLRQV�DUH�UHFRJQL]HG�ZKHQ�LW�LV�
PRUH� OLNHO\� WKDQ� QRW� WKDW� WKH� SRVLWLRQ� ZLOO� EH� VXVWDLQHG� XSRQ�
H[DPLQDWLRQ� RI� WKH� WHFKQLFDO� PHULWV� RI� WKH� SRVLWLRQ�� LQFOXGLQJ�
UHVROXWLRQV�RI�DQ\�UHODWHG�DSSHDOV�RU�OLWLJDWLRQ�SURFHVVHV��7KH�DPRXQW�
UHFRJQL]HG�LV�PHDVXUHG�DV�WKH�ODUJHVW�DPRXQW�RI�WD[�EHQHILW�WKDW�LV�
JUHDWHU�WKDQ����SHUFHQW�OLNHO\�RI�EHLQJ�UHDOL]HG�XSRQ�VHWWOHPHQW��6HH�
1RWH� � RI� WKH� ³1RWHV� WR� &RQVROLGDWHG� )LQDQFLDO� 6WDWHPHQWV´� IRU�
DGGLWLRQDO�LQIRUPDWLRQ�UHJDUGLQJ�XQUHFRJQL]HG�WD[�EHQHILWV�
,I�DQ\�RI�RXU�DVVXPSWLRQV�RU�HVWLPDWHV�ZHUH�WR�FKDQJH��DQ�LQFUHDVH�
RU�GHFUHDVH�LQ�RXU�HIIHFWLYH�LQFRPH�WD[�UDWH�E\���SHUFHQW�ZRXOG�KDYH�
FDXVHG�LQFRPH�WD[�H[SHQVH�WR�LQFUHDVH�RU�GHFUHDVH�����PLOOLRQ IRU�
ILVFDO������
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6KDUH�%DVHG�&RPSHQVDWLRQ
6KDUH�EDVHG�FRPSHQVDWLRQ�SURYLGHG�WR�HPSOR\HHV�LV�UHFRJQL]HG�LQ�
WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV�EDVHG�RQ�WKH�JUDQW�GDWH�IDLU�
YDOXH� RI� WKH� DZDUGV��7KH� IDLU� YDOXH� RI� UHVWULFWHG� VKDUH� XQLWV� DQG�
SHUIRUPDQFH�VKDUH�XQLWV�LV�GHWHUPLQHG�E\�WKH�JUDQW�GDWH�PDUNHW�SULFH�
RI�RXU�FRPPRQ�VKDUHV��7KH�FRPSHQVDWLRQ�H[SHQVH�DVVRFLDWHG�ZLWK�
QRQYHVWHG�SHUIRUPDQFH�VKDUH�XQLWV� LV�GHSHQGHQW�RQ�RXU�SHULRGLF�
DVVHVVPHQW�RI�WKH�SUREDELOLW\�RI�WKH�WDUJHWV�EHLQJ�DFKLHYHG�DQG�RXU�
HVWLPDWH��ZKLFK�PD\�YDU\�RYHU�WLPH��RI�WKH�QXPEHU�RI�VKDUHV�WKDW�
XOWLPDWHO\�ZLOO�EH�LVVXHG��7KH�IDLU�YDOXH�RI�VWRFN�RSWLRQV�LV�GHWHUPLQHG�
XVLQJ�D�ODWWLFH�YDOXDWLRQ�PRGHO��:H�EHOLHYH�WKH�ODWWLFH�PRGHO�SURYLGHV�
UHDVRQDEOH�HVWLPDWHV�EHFDXVH�LW�KDV�WKH�DELOLW\�WR�WDNH�LQWR�DFFRXQW�
HPSOR\HH�H[HUFLVH�SDWWHUQV�EDVHG�RQ�FKDQJHV�LQ�RXU�VWRFN�SULFH�DQG�
RWKHU�YDULDEOHV�DQG�LW�SURYLGHV�IRU�D�UDQJH�RI�LQSXW�DVVXPSWLRQV�

:H�DQDO\]H�KLVWRULFDO�GDWD�WR�HVWLPDWH�RSWLRQ�H[HUFLVH�EHKDYLRUV�DQG�
SRVW�YHVWLQJ� IRUIHLWXUHV� WR� EH� XVHG� ZLWKLQ� WKH� ODWWLFH� PRGHO�� 7KH�
H[SHFWHG� OLIH�RI� WKH�RSWLRQV�JUDQWHG� LV� FDOFXODWHG� IURP� WKH�RSWLRQ�
YDOXDWLRQ�PRGHO�DQG�UHSUHVHQWV�WKH�OHQJWK�RI�WLPH�LQ�\HDUV�WKDW�WKH�
RSWLRQV�JUDQWHG�DUH�H[SHFWHG�WR�EH�RXWVWDQGLQJ��([SHFWHG�YRODWLOLWLHV�
DUH�EDVHG�RQ�LPSOLHG�YRODWLOLW\�IURP�WUDGHG�RSWLRQV�RQ�RXU�FRPPRQ�
VKDUHV�DQG�KLVWRULFDO�YRODWLOLW\�RYHU�D�SHULRG�RI�WLPH�FRPPHQVXUDWH�
ZLWK� WKH�FRQWUDFWXDO� WHUP�RI� WKH�RSWLRQ�JUDQW��XS�WR� WHQ�\HDUV���$V�
UHTXLUHG�� WKH� IRUIHLWXUH� HVWLPDWHV� DUH� DGMXVWHG� WR� UHIOHFW� DFWXDO�
IRUIHLWXUHV� ZKHQ� DQ� DZDUG� YHVWV�� 7KH� DFWXDO� IRUIHLWXUHV� LQ� IXWXUH�
UHSRUWLQJ�SHULRGV�FRXOG�EH�KLJKHU�RU�ORZHU�WKDQ�RXU�FXUUHQW�HVWLPDWHV��
6HH�1RWH��� RI�WKH��1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��IRU�
DGGLWLRQDO�LQIRUPDWLRQ�UHJDUGLQJ�VKDUH�EDVHG�FRPSHQVDWLRQ�



([SODQDWLRQ�DQG�5HFRQFLOLDWLRQ�RI�1RQ�*$$3�)LQDQFLDO�0HDVXUHV

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

([SODQDWLRQ�DQG�5HFRQFLOLDWLRQ�RI�1RQ�*$$3 )LQDQFLDO�0HDVXUHV
7KH��.H\�+LJKOLJKWV��VHFWLRQ�DQG��)LVFDO������2YHUYLHZ��VHFWLRQ�ZLWKLQ�0'	$ LQ�WKLV�)RUP����.�FRQWDLQV�ILQDQFLDO�PHDVXUHV�WKDW�DUH�QRW�
FDOFXODWHG�LQ�DFFRUGDQFH�ZLWK�*$$3��
,Q�DGGLWLRQ�WR�DQDO\]LQJ�RXU�EXVLQHVV�EDVHG�RQ�ILQDQFLDO�LQIRUPDWLRQ�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�*$$3��ZH�XVH�WKHVH�QRQ�*$$3 ILQDQFLDO�
PHDVXUHV�LQWHUQDOO\�WR�HYDOXDWH�RXU�SHUIRUPDQFH��HYDOXDWH�WKH�EDODQFH�VKHHW��HQJDJH�LQ�ILQDQFLDO�DQG�RSHUDWLRQDO�SODQQLQJ��DQG�GHWHUPLQH�
LQFHQWLYH�FRPSHQVDWLRQ�EHFDXVH�ZH�EHOLHYH�WKDW�WKHVH�PHDVXUHV�SURYLGH�DGGLWLRQDO�SHUVSHFWLYH�RQ�DQG��LQ�VRPH�FLUFXPVWDQFHV�DUH�PRUH�
FORVHO\�FRUUHODWHG�WR��WKH�SHUIRUPDQFH�RI�RXU�XQGHUO\LQJ��RQJRLQJ�EXVLQHVV��:H�SURYLGH�WKHVH�QRQ�*$$3 ILQDQFLDO�PHDVXUHV�WR�LQYHVWRUV�DV�
VXSSOHPHQWDO�PHWULFV�WR�DVVLVW�UHDGHUV�LQ�DVVHVVLQJ�WKH�HIIHFWV�RI�LWHPV�DQG�HYHQWV�RQ�RXU�ILQDQFLDO�DQG�RSHUDWLQJ�UHVXOWV�RQ�D�\HDU�RYHU�\HDU�
EDVLV�DQG�LQ�FRPSDULQJ�RXU�SHUIRUPDQFH�WR�WKDW�RI�RXU�FRPSHWLWRUV��+RZHYHU��WKH�QRQ�*$$3 ILQDQFLDO�PHDVXUHV�WKDW�ZH�XVH�PD\�EH�FDOFXODWHG�
GLIIHUHQWO\�IURP��DQG�WKHUHIRUH�PD\�QRW�EH�FRPSDUDEOH�WR��VLPLODUO\�WLWOHG�PHDVXUHV�XVHG�E\�RWKHU�FRPSDQLHV��7KH�QRQ�*$$3 ILQDQFLDO�PHDVXUHV�
GLVFORVHG�E\�XV�VKRXOG�QRW�EH�FRQVLGHUHG�D�VXEVWLWXWH�IRU��RU�VXSHULRU�WR��ILQDQFLDO�PHDVXUHV�FDOFXODWHG�LQ�DFFRUGDQFH�ZLWK�*$$3��DQG�WKH�
ILQDQFLDO�UHVXOWV�FDOFXODWHG�LQ�DFFRUGDQFH�ZLWK�*$$3 DQG�UHFRQFLOLDWLRQV�WR�WKRVH�ILQDQFLDO�VWDWHPHQWV�VHW�IRUWK�EHORZ�VKRXOG�EH�FDUHIXOO\�
HYDOXDWHG�
([FOXVLRQV�IURP�1RQ�*$$3�)LQDQFLDO�0HDVXUHV
7KH�GLIIHUHQFHV� EHWZHHQ� WKH� QRQ�*$$3 PHDVXUHV� SUHVHQWHG� LQ� WKLV� )RUP����.�DQG� WKH�PRVW� GLUHFWO\� FRPSDUDEOH�*$$3 PHDVXUH� DUH�
UHSUHVHQWHG�E\�WKH�IROORZLQJ�LWHPV��ZKLFK�PDQDJHPHQW�EHOLHYHV�DUH�XVHIXO�WR�H[FOXGH�IRU�LWV�RZQ�DQG�IRU�LQYHVWRUV¶ DVVHVVPHQW�RI�WKH�EXVLQHVV�
IRU�WKH�UHDVRQV�LGHQWLILHG�EHORZ�

�� UHVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH�FRVWV��ZKLFK�LQFOXGH�FKDUJHV�IRU�SURJUDPV�LQ�ZKLFK�ZH�IXQGDPHQWDOO\�FKDQJH�RXU�RSHUDWLRQV�
DQG�DUH�H[FOXGHG�EHFDXVH�WKH\�DUH�QRW�SDUW�RI�WKH�RQJRLQJ�RSHUDWLRQV�RI�RXU�XQGHUO\LQJ�EXVLQHVV��ZKLFK�LQFOXGHV�QRUPDO�OHYHOV�RI�
UHLQYHVWPHQW�LQ�WKH�EXVLQHVV�

�� DPRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV��:H�EHJDQ�H[FOXGLQJ�DPRUWL]DWLRQ�FRVWV�LQ�ILVFDO������SULPDULO\�IRU�FRQVLVWHQF\�ZLWK�
WKH�SUHVHQWDWLRQ�RI�WKH�ILQDQFLDO�UHVXOWV�RI�RXU�SHHU�JURXS�FRPSDQLHV��$GGLWLRQDOO\��WKHVH�QRQ�FDVK�DPRXQWV�DUH�YDULDEOH�LQ�DPRXQW�
DQG�IUHTXHQF\�DQG�DUH�VLJQLILFDQWO\�LPSDFWHG�E\�WKH�WLPLQJ�DQG�VL]H�RI�DFTXLVLWLRQV��VR�WKHLU�H[FOXVLRQ�DOORZV�IRU�EHWWHU�FRPSDULVRQ�
RI�IRUHFDVWHG��FXUUHQW�DQG�KLVWRULFDO�ILQDQFLDO�UHVXOWV��2WKHU�DFTXLVLWLRQ�UHODWHG�FRVWV�DUH�H[FOXGHG�EHFDXVH�WKH\�DUH�GLUHFWO\�UHODWHG�
WR�DQ�DFTXLVLWLRQ�EXW�GR�QRW�PHHW�WKH�FULWHULD�WR�EH�UHFRJQL]HG�RQ�WKH�DFTXLUHG�HQWLW\¶V�LQLWLDO�EDODQFH�VKHHW�DV�SDUW�RI�WKH�SXUFKDVH�
SULFH�DOORFDWLRQ��7KH\�DUH�DOVR�VLJQLILFDQWO\�LPSDFWHG�E\�WKH�WLPLQJ�DQG�VL]H�RI�DFTXLVLWLRQV�

�� LPSDLUPHQWV�DQG�JDLQV�RU�ORVV�RQ�GLVSRVDO�RI�DVVHWV��ZKLFK�DUH�H[FOXGHG�EHFDXVH�WKH\�GR�QRW�RFFXU�LQ�RU�UHIOHFW�WKH�RUGLQDU\�FRXUVH�
RI�RXU�RQJRLQJ�EXVLQHVV�RSHUDWLRQV�DQG�WKHLU�H[FOXVLRQ�UHVXOWV�LQ�D�PHWULF�WKDW�PRUH�PHDQLQJIXOO\�UHIOHFWV�WKH�VXVWDLQDELOLW\�RI�RXU�
RSHUDWLQJ�SHUIRUPDQFH�

�� OLWLJDWLRQ�UHFRYHULHV�RU�FKDUJHV��QHW��ZKLFK�RIWHQ�UHODWH�WR�HYHQWV�WKDW�PD\�KDYH�RFFXUUHG�LQ�SULRU�RU�PXOWLSOH�SHULRGV��GR�QRW�RFFXU�
LQ�RU�UHIOHFW�WKH�RUGLQDU\�FRXUVH�RI�RXU�EXVLQHVV�DQG�DUH�LQKHUHQWO\�XQSUHGLFWDEOH�LQ�WLPLQJ�DQG�DPRXQW�

�� /,)2�FKDUJHV�DQG�FUHGLWV��ZKLFK�ZH�EHJDQ�H[FOXGLQJ�LQ�ILVFDO������EHFDXVH�WKH�IDFWRUV�WKDW�GULYH�/,)2�FKDUJHV�RU�FUHGLWV�VXFK�DV�
SKDUPDFHXWLFDO�PDQXIDFWXUHU�SULFH�DSSUHFLDWLRQ�GHIODWLRQ�DQG�\HDU�HQG�LQYHQWRU\�OHYHOV��ZKLFK�FDQ�EH�PHDQLQJIXOO\�LQIOXHQFHG�E\�
FXVWRPHU�EX\LQJ�EHKDYLRU� LPPHGLDWHO\�SUHFHGLQJ�RXU� ILVFDO�\HDU�HQG���DUH� ODUJHO\�RXW�RI�RXU�FRQWURO�DQG�FDQQRW�EH�DFFXUDWHO\�
SUHGLFWHG��:H�DOVR�EHOLHYH�WKDW�H[FOXVLRQ�RI�/,)2�FKDUJHV�IURP�QRQ�*$$3 PHWULFV�DOORZV�IRU�EHWWHU�FRPSDULVRQ�RI�RXU�ILQDQFLDO�
UHVXOWV�WR�RXU�KLVWRULFDO�RSHUDWLRQV�DQG�WR�RXU�SHHU�JURXS�FRPSDQLHV��

�� ORVV�RQ�H[WLQJXLVKPHQW�RI�GHEW��ZKLFK�GRHV�QRW�W\SLFDOO\�RFFXU�LQ�WKH�QRUPDO�FRXUVH�RI�EXVLQHVV�DQG�PD\�REVFXUH�DQDO\VLV�RI�WUHQGV�
DQG� ILQDQFLDO�SHUIRUPDQFH��$GGLWLRQDOO\�� WKH�DPRXQW�DQG� IUHTXHQF\�RI� WKHVH�QRWDEOH�RQH�WLPH�FKDUJHV� LV�QRW�FRQVLVWHQW�DQG� LV�
VLJQLILFDQWO\�LPSDFWHG�E\�WKH�WLPLQJ�DQG�VL]H�RI�GHEW�ILQDQFLQJ�WUDQVDFWLRQV�

�� RWKHU�VSLQ�RII�FRVWV��LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�RXU�VSLQ�RII�RI�&DUH)XVLRQ��ZKLFK�DUH�LQFOXGHG�LQ�GLVWULEXWLRQ��VHOOLQJ��JHQHUDO�DQG�
DGPLQLVWUDWLYH�H[SHQVHV�DQG�DUH�H[FOXGHG�EHFDXVH�WKH\�GR�QRW�UHODWH�WR�RU�UHIOHFW�RXU�RQJRLQJ�EXVLQHVV�RSHUDWLRQV�

7KH�WD[�HIIHFW�IRU�HDFK�RI�WKH�QRQ�*$$3 LWHPV�GHVFULEHG�DERYH�LV�GHWHUPLQHG�XVLQJ�WKH�WD[�UDWH�DQG�RWKHU�WD[�DWWULEXWHV�DSSOLFDEOH�WR�WKH�LWHP�
DQG�WKH�MXULVGLFWLRQ�V��LQ�ZKLFK�WKH�LWHP�LV�UHFRUGHG��7KH�JURVV��WD[�DQG�QHW�LPSDFW�RI�HDFK�LWHP�DUH�SUHVHQWHG�ZLWK�RXU�*$$3 WR�QRQ�*$$3
UHFRQFLOLDWLRQV��



([SODQDWLRQ�DQG�5HFRQFLOLDWLRQ�RI�1RQ�*$$3�)LQDQFLDO�0HDVXUHV

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

'HILQLWLRQV
*URZWK�UDWH�FDOFXODWLRQ��([FHSW�IRU�FRPSRXQG�DQQXDO�JURZWK�UDWHV���&$*5����JURZWK�UDWHV�LQ�WKLV�)RUP����.�DUH�GHWHUPLQHG�E\�GLYLGLQJ�
WKH�GLIIHUHQFH�EHWZHHQ�FXUUHQW�SHULRG�UHVXOWV�DQG�SULRU�SHULRG�UHVXOWV�E\�SULRU�SHULRG�UHVXOWV��&$*5�LV�GHWHUPLQHG�E\�VXEWUDFWLQJ�RQH�IURP�
��WKH�HQGLQJ�YDOXH�GLYLGHG�E\�WKH�EHJLQQLQJ�YDOXH��UDLVHG�WR�WKH�SRZHU�RI��RQH�GLYLGHG�E\�WKH�QXPEHU�RI�\HDUV���
1RQ�*$$3 RSHUDWLQJ�HDUQLQJV��RSHUDWLQJ�HDUQLQJV�H[FOXGLQJ�����/,)2�FKDUJHV��FUHGLWV�������UHVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH������
DPRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV������LPSDLUPHQWV�DQG��JDLQ��ORVV�RQ�GLVSRVDO�RI�DVVHWV������OLWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW��
DQG�����RWKHU�&DUH)XVLRQ�VSLQ�RII�FRVWV�
1RQ�*$$3(DUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV�EHIRUH�LQFRPH�WD[HV��HDUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV�EHIRUH�LQFRPH�WD[HV�H[FOXGLQJ�
����/,)2�FKDUJHV��FUHGLWV�������UHVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH������DPRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV������LPSDLUPHQWV�
DQG��JDLQ��ORVV�RQ�GLVSRVDO�RI�DVVHWV������OLWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW��DQG�����ORVV�RQ�H[WLQJXLVKPHQW�RI�GHEW�
1RQ�*$$3 QHW�HDUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF���QHW�HDUQLQJV�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��
,QF��H[FOXGLQJ�����HDUQLQJV�IURP�GLVFRQWLQXHG�RSHUDWLRQV�����/,)2�FKDUJHV��FUHGLWV�������UHVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH������DPRUWL]DWLRQ�
DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV������LPSDLUPHQWV�DQG��JDLQ��ORVV�RQ�GLVSRVDO�RI�DVVHWV������OLWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW������ORVV�RQ�
H[WLQJXLVKPHQW�RI�GHEW��DQG�����RWKHU�&DUH)XVLRQ�VSLQ�RII�FRVWV��HDFK�QHW�RI�WD[�
1RQ�*$$3 GLOXWHG�(36�IURP�FRQWLQXLQJ�RSHUDWLRQV�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF��RU��1RQ�*$$3 GLOXWHG�(36���QRQ�*$$3 QHW�
HDUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF��GLYLGHG�E\�GLOXWHG�ZHLJKWHG�DYHUDJH�VKDUHV�RXWVWDQGLQJ�



([SODQDWLRQ�DQG�5HFRQFLOLDWLRQ�RI�1RQ�*$$3�)LQDQFLDO�0HDVXUHV

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

*$$3�WR�1RQ�*$$3�5HFRQFLOLDWLRQV

�LQ�PLOOLRQV��H[FHSW�SHU�FRPPRQ�VKDUH�DPRXQWV� 2SHUDWLQJ(DUQLQJV

2SHUDWLQJ(DUQLQJV*URZWK5DWH

(DUQLQJV�%HIRUH�,QFRPH�7D[HV
3URYLVLRQIRU�,QFRPH7D[HV

1HW�(DUQLQJV�IURP�&RQWLQXLQJ�2SHUDWLRQV�
1HW�(DUQLQJV�IURP�&RQWLQXLQJ�2SHUDWLRQV�*URZWK�5DWH 'LOXWHG�(36���

'LOXWHG�(36���
*URZWK�5DWH

)LVFDO�<HDU�����
*$$3 � ����� �� � � ����� � ��� � ����� �� � � ���� �� �
5HVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH �� �� � �� ����
$PRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV ��� ��� ��� ��� ����
,PSDLUPHQWV�DQG�ORVV�RQ�GLVSRVDO�RI�DVVHWV �� �� � �� ����
/LWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW ���� ���� ���� ���� ������
1RQ�*$$3 � ����� �� � � ����� � ��� � ����� �� � � ���� �� �

)LVFDO�<HDU�����
*$$3 � ����� �� � � ����� � ��� � ����� � � � ���� � �
5HVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH �� �� �� �� ����
$PRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV ��� ��� ��� ��� ����
,PSDLUPHQWV�DQG��JDLQ��ORVV�RQ�GLVSRVDO�RI�DVVHWV ���� ���� ���� ��� ������
/LWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW � � ���� �� ����
/RVV�RQ�H[WLQJXLVKPHQW�RI�GHEW ² �� �� �� ����
1RQ�*$$3 � ����� �� � � ����� � ��� � ����� �� � � ���� �� �

)LVFDO�<HDU�����
*$$3 ����� �� � � ����� � ��� ����� ��� � ���� ��� �
5HVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH �� � �� � �� �� ����
$PRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV ��� � ��� � �� ��� ����
,PSDLUPHQWV�DQG��JDLQ��ORVV�RQ�GLVSRVDO�RI�DVVHWV �� � �� � � �� ����
/LWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW ���� � ���� � ��� ���� ������
1RQ�*$$3 � ����� � � � ����� � ��� � ����� � � � ���� � �

)LVFDO�<HDU�����
*$$3 � ��� ����� � ��� � ��� � ��� ����� � ���� �����
5HVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH �� �� � �� �� ����
$PRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV ��� ��� � �� ��� ����
,PSDLUPHQWV�DQG��JDLQ��ORVV�RQ�GLVSRVDO�RI�DVVHWV ��� ��� � �� ��� ����
/LWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW ���� ���� � ���� ���� ������
1RQ�*$$3 � ����� �� � � ����� � ��� � ����� �� � � ���� �� �

)LVFDO�<HDU�����
*$$3 � ����� �� � � ����� � ��� � ����� �� � � ���� �� �
5HVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH �� �� � �� ����
$PRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV �� �� � �� ����
,PSDLUPHQWV�DQG��JDLQ��ORVV�RQ�GLVSRVDO�RI�DVVHWV �� �� � �� ����
/LWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW ��� ��� ��� ��� ������
2WKHU�VSLQ�RII�FRVWV � � � � ²
1RQ�*$$3 � ����� �� � � ����� � ��� � ����� �� � � ���� �� �

�� IURP�FRQWLQXLQJ�RSHUDWLRQV
�� DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF�
7KH�VXP�RI�WKH�FRPSRQHQWV�PD\�QRW�HTXDO�WKH�WRWDO�GXH�WR�URXQGLQJ�
:H�DSSO\�YDU\LQJ�WD[�UDWHV�GHSHQGLQJ�RQ�WKH�LWHP
V�QDWXUH�DQG�WD[�MXULVGLFWLRQ�ZKHUH�LW�LV�LQFXUUHG�



6HOHFWHG�)LQDQFLDO�'DWD

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

6HOHFWHG�)LQDQFLDO�'DWD
7KH�FRQVROLGDWHG�ILQDQFLDO�GDWD�EHORZ�LQFOXGHV�DOO�EXVLQHVV�FRPELQDWLRQV�DV�RI�WKH�GDWH�RI�DFTXLVLWLRQ�WKDW�RFFXUUHG�GXULQJ�WKHVH�SHULRGV��
7KH�IROORZLQJ�VHOHFWHG�FRQVROLGDWHG�ILQDQFLDO�GDWD�VKRXOG�EH�UHDG�LQ�FRQMXQFWLRQ�ZLWK�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG�UHODWHG�
QRWHV�DQG�0'	$�
�LQ�PLOOLRQV��H[FHSW�SHU�FRPPRQ�VKDUH�DPRXQWV� ���� ���� ���� �������� ����
(DUQLQJV�'DWD�
5HYHQXH � ������� � ������� � ������ � ������� � �������
2SHUDWLQJ�HDUQLQJV � ����� � ����� � ����� � ��� � �����

(DUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV � ����� � ����� � ����� � ��� � �����
(DUQLQJV��ORVV��IURP�GLVFRQWLQXHG�RSHUDWLRQV��QHW�RI�WD[ Ȅ � � ��� ���
1HW�HDUQLQJV ����� ����� ����� ��� �����

/HVV��1HW�HDUQLQJV�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVWV ��� ² ² ² ²
1HW�HDUQLQJV�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF� � ����� � ����� � ����� � ��� � �����

%DVLF�HDUQLQJV�SHU�FRPPRQ�VKDUH�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF��
&RQWLQXLQJ�RSHUDWLRQV � ���� � ���� � ���� � ���� � ����
'LVFRQWLQXHG�RSHUDWLRQV Ȅ ���� ���� ² ²
1HW�EDVLF�HDUQLQJV�SHU�FRPPRQ�VKDUH�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF� � ���� � ���� � ���� � ���� � ����

'LOXWHG�HDUQLQJV�SHU�FRPPRQ�VKDUH�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF��
&RQWLQXLQJ�RSHUDWLRQV � ���� � ���� � ���� � ���� � ����
'LVFRQWLQXHG�RSHUDWLRQV Ȅ ���� ���� ² ²
1HW�GLOXWHG�HDUQLQJV�SHU�FRPPRQ�VKDUH�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF� � ���� � ���� � ���� � ���� � ����

&DVK�GLYLGHQGV�GHFODUHG�SHU�FRPPRQ�VKDUH � ������ � ������ � ������ � ������ � ������

%DODQFH�6KHHW�'DWD�
7RWDO�DVVHWV � ������ � ������ � ������ � ������ � ������
/RQJ�WHUP�REOLJDWLRQV��OHVV�FXUUHQW�SRUWLRQ ����� ����� ����� ����� �����
7RWDO�&DUGLQDO�+HDOWK��,QF��VKDUHKROGHUV
�HTXLW\ ����� ����� ����� ����� �����
���� 'XULQJ�ILVFDO�������ZH�UHFRJQL]HG�D�QRQ�FDVK�JRRGZLOO�LPSDLUPHQW�FKDUJH�RI������PLOOLRQ�������PLOOLRQ��QHW�RI�WD[��UHODWHG�WR�RXU�1XFOHDU�3KDUPDF\�6HUYLFHV�GLYLVLRQ�



'LVFORVXUHV�DERXW�0DUNHW�5LVN

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

4XDQWLWDWLYH�DQG�4XDOLWDWLYH�'LVFORVXUHV�$ERXW�0DUNHW�5LVN
:H�DUH�H[SRVHG�WR�FDVK�IORZ�DQG�HDUQLQJV�IOXFWXDWLRQV�DV�D�UHVXOW�RI�FHUWDLQ�PDUNHW�ULVNV��7KHVH�PDUNHW�ULVNV�SULPDULO\�UHODWH�WR�IRUHLJQ�
H[FKDQJH��LQWHUHVW�UDWH��DQG�FRPPRGLW\�SULFH�UHODWHG�FKDQJHV��:H�PDLQWDLQ�D�KHGJLQJ�SURJUDP�WR�PDQDJH�YRODWLOLW\�UHODWHG�WR�WKHVH�PDUNHW�
H[SRVXUHV�ZKLFK�HPSOR\V�RSHUDWLRQDO��HFRQRPLF��DQG�GHULYDWLYH�ILQDQFLDO�LQVWUXPHQWV�LQ�RUGHU�WR�PLWLJDWH�ULVN��6HH�1RWH�� DQG�1RWH��� RI�WKH�
³1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV´�IRU�IXUWKHU�GLVFXVVLRQ�UHJDUGLQJ�RXU�XVH�RI�GHULYDWLYH�LQVWUXPHQWV�
)RUHLJQ�([FKDQJH�5DWH�6HQVLWLYLW\
%\�QDWXUH�RI�RXU�JOREDO�RSHUDWLRQV��ZH�DUH�H[SRVHG�WR�FDVK�IORZ�DQG�HDUQLQJV�IOXFWXDWLRQV�UHVXOWLQJ�IURP�IRUHLJQ�H[FKDQJH�UDWH�YDULDWLRQ��
7KHVH�H[SRVXUHV�DUH�WUDQVDFWLRQDO�DQG�WUDQVODWLRQDO�LQ�QDWXUH��3ULQFLSDO�GULYHUV�RI�WKLV�IRUHLJQ�H[FKDQJH�H[SRVXUH�LQFOXGH�WKH�&DQDGLDQ�GROODU��
HXUR��7KDL�EDKW��&KLQHVH�UHQPLQEL��-DSDQHVH�\HQ��0H[LFDQ�SHVR��%ULWLVK�SRXQG��6LQJDSRUH�GROODU��$XVWUDOLDQ�GROODU��0DOD\VLDQ�ULQJJLW��
7UDQVDFWLRQDO�([SRVXUH
7UDQVDFWLRQDO�H[SRVXUH�DULVHV�IURP�WKH�SXUFKDVH�DQG�VDOH�RI�JRRGV�
DQG�VHUYLFHV�LQ�FXUUHQFLHV�RWKHU�WKDQ�RXU�IXQFWLRQDO�FXUUHQF\�RU�WKH�
IXQFWLRQDO� FXUUHQF\� RI� RXU� VXEVLGLDULHV�� $V� SDUW� RI� RXU� ULVN�
PDQDJHPHQW�SURJUDP��DW�WKH�HQG�RI�HDFK�ILVFDO�\HDU�ZH�SHUIRUP�D�
VHQVLWLYLW\�DQDO\VLV�RQ�RXU�IRUHFDVWHG�WUDQVDFWLRQDO�H[SRVXUH�IRU�WKH�
XSFRPLQJ�ILVFDO�\HDU��7KHVH�DQDO\VHV�LQFOXGH�WKH�HVWLPDWHG�LPSDFW�
RI�RXU�KHGJLQJ�SURJUDP��ZKLFK�LV�GHVLJQHG�WR�PLWLJDWH�WUDQVDFWLRQDO�
H[SRVXUH��2XU�IRUHFDVWHG�WUDQVDFWLRQDO�H[SRVXUH�DW�-XQH���������
LQFUHDVHG�IURP�WKH�SULRU�\HDU�SULPDULO\�DV�D�UHVXOW�RI�FKDQJHV�LQ�WKH�
YROXPH�RI�WUDQVDFWLRQV�LQ�IRUHLJQ�FXUUHQFLHV�GXH�WR�WKH�DFTXLVLWLRQ�RI�
&RUGLV��$W�-XQH��������� DQG�������ZH�KDG�KHGJHG�DSSUR[LPDWHO\�
���DQG����SHUFHQW�RI�WUDQVDFWLRQDO�H[SRVXUHV��UHVSHFWLYHO\��
7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� WKH� DQDO\VLV� DV� LW� UHODWHV� WR�
WUDQVDFWLRQDO�H[SRVXUH�DQG�WKH�LPSDFW�RI�D�K\SRWKHWLFDO����SHUFHQW�
IOXFWXDWLRQ�LQ�IRUHLJQ�FXUUHQFLHV��DVVXPLQJ�UDWHV�FROOHFWLYHO\�VKLIW�LQ�
WKH�VDPH�GLUHFWLRQ�DQG�ZH�DUH�XQDEOH�WR�FKDQJH�FXVWRPHU�SULFLQJ�LQ�
UHVSRQVH�WR�WKRVH�VKLIWV��IRU�WKH�XSFRPLQJ�ILVFDO�\HDU�

-XQH���
�LQ�PLOOLRQV� ���� ����
1HW�K\SRWKHWLFDO�WUDQVDFWLRQDO�H[SRVXUH � ��� � ���

6HQVLWLYLW\�JDLQ�ORVV � �� � ��
(VWLPDWHG�RIIVHWWLQJ�LPSDFW�RI�KHGJHV ���� ����
+\SRWKHWLFDO QHW�JDLQ�ORVV � �� � ��

7UDQVODWLRQDO�([SRVXUH
:H�KDYH�H[SRVXUH�UHODWHG�WR�WKH�WUDQVODWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�
RI�RXU�IRUHLJQ�RSHUDWLRQV�LQWR�8�6��GROODUV��RXU�IXQFWLRQDO�FXUUHQF\��
:H�SHUIRUP�D�VLPLODU�DQDO\VLV�WR�WKDW�SUHYLRXVO\�GHVFULEHG�UHODWHG�WR�
WKLV�WUDQVODWLRQDO�H[SRVXUH��2XU�IRUHFDVWHG�WUDQVODWLRQDO�H[SRVXUH�DW�
-XQH��������� LQFUHDVHG�IURP�WKH�SULRU�\HDU�SULPDULO\�DV�D�UHVXOW�RI�
FKDQJHV�LQ�WKH�QXPEHU�RI�ILQDQFLDO�VWDWHPHQWV�WUDQVODWHG�IURP�IRUHLJQ�
FXUUHQFLHV�GXH�WR�WKH�DFTXLVLWLRQ�RI�&RUGLV��:H�GR�QRW�W\SLFDOO\�KHGJH�
DQ\�RI�RXU�WUDQVODWLRQDO�H[SRVXUH�DQG�QR�KHGJLQJ�LPSDFW�ZDV�LQFOXGHG�
LQ�RXU�DQDO\VLV�DW�-XQH��������� DQG�������
7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� WUDQVODWLRQDO� H[SRVXUH� DQG� WKH�
LPSDFW�RI�D�K\SRWKHWLFDO����SHUFHQW�VWUHQJWKHQLQJ�RU�ZHDNHQLQJ�LQ�
WKH�8�6��GROODU��DVVXPLQJ�UDWHV�FROOHFWLYHO\�VKLIW�LQ�WKH�VDPH�GLUHFWLRQ��
IRU�WKH�XSFRPLQJ�ILVFDO�\HDU�

-XQH���
�LQ�PLOOLRQV� ���� ����
1HW�K\SRWKHWLFDO�WUDQVODWLRQDO�H[SRVXUH � ��� � ��
6HQVLWLYLW\�JDLQ�ORVV �� �
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,QWHUHVW�5DWH�6HQVLWLYLW\
:H�DUH�H[SRVHG�WR�FKDQJHV�LQ�LQWHUHVW�UDWHV�SULPDULO\�DV�D�UHVXOW�RI�
RXU�ERUURZLQJ�DQG�LQYHVWLQJ�DFWLYLWLHV�WR�PDLQWDLQ�OLTXLGLW\�DQG�IXQG�
RSHUDWLRQV��7KH�QDWXUH�DQG�DPRXQW�RI�RXU�ORQJ�WHUP�DQG�VKRUW�WHUP�
GHEW� FDQ� EH� H[SHFWHG� WR� IOXFWXDWH� DV� D� UHVXOW� RI� EXVLQHVV�
UHTXLUHPHQWV��PDUNHW�FRQGLWLRQV�DQG�RWKHU�IDFWRUV��2XU�SROLF\�LV�WR�
PDQDJH�H[SRVXUHV�WR�LQWHUHVW�UDWHV�XVLQJ�D�PL[�RI�IL[HG�DQG�IORDWLQJ�
UDWH�GHEW�DV�GHHPHG�DSSURSULDWH�E\�PDQDJHPHQW��:H�XWLOL]H�LQWHUHVW�
UDWH� VZDS� LQVWUXPHQWV� WR� PLWLJDWH� RXU� H[SRVXUH� WR� LQWHUHVW� UDWH�
PRYHPHQWV�
$V� SDUW� RI� RXU� ULVN�PDQDJHPHQW� SURJUDP��ZH�SHUIRUP�DQ� DQQXDO�
VHQVLWLYLW\�DQDO\VLV�RQ�RXU�IRUHFDVWHG�H[SRVXUH�WR�LQWHUHVW�UDWHV�IRU�
WKH�XSFRPLQJ�ILVFDO�\HDU��7KLV�DQDO\VLV�DVVXPHV�D�K\SRWKHWLFDO����

SHUFHQW�FKDQJH� LQ� LQWHUHVW� UDWHV��$W�-XQH��������� DQG������� WKH�
SRWHQWLDO�LQFUHDVH�RU�GHFUHDVH�LQ�DQQXDO�LQWHUHVW�H[SHQVH�XQGHU�WKLV�
DQDO\VLV�DV�D�UHVXOW�RI� WKLV�K\SRWKHWLFDO�FKDQJH�ZDV����PLOOLRQ�IRU�
ERWK�SHULRGV�
'XULQJ�ILVFDO����� DQG�������ZH�KHOG�PDUNHWDEOH�VHFXULWLHV��ZKLFK�
DUH�FODVVLILHG�DV�DYDLODEOH�IRU�VDOH�DQG�DUH�FDUULHG�DW�IDLU�YDOXH�LQ�WKH�
FRQVROLGDWHG� EDODQFH� VKHHWV��7KH� IDLU� YDOXH� LV� VXEMHFW� WR� FKDQJH�
SULPDULO\� DV� D� UHVXOW� RI� FKDQJHV� LQ� PDUNHW� LQWHUHVW� UDWHV� DQG�
LQYHVWPHQW� ULVN� UHODWHG� WR� WKH� LVVXHUV
� FUHGLW� ZRUWKLQHVV��$W� ERWK�
-XQH��������� DQG�������D�K\SRWKHWLFDO�LQFUHDVH�RU�GHFUHDVH�RI�RQH�
SHUFHQWDJH�SRLQW�LQ�LQWHUHVW�UDWHV�ZRXOG�FDXVH�D�SRWHQWLDO�LQFUHDVH�
RU�GHFUHDVH�RI�XS�WR����PLOOLRQ�LQ�WKH�HVWLPDWHG�IDLU�YDOXH�

&RPPRGLW\�3ULFH�6HQVLWLYLW\
:H� DUH� GLUHFWO\� H[SRVHG� WR� PDUNHW� SULFH� FKDQJHV� IRU� FHUWDLQ�
FRPPRGLWLHV��LQFOXGLQJ�RLO�EDVHG�UHVLQV��QLWULOH��FRWWRQ��GLHVHO�IXHO�DQG�
ODWH[��:H�W\SLFDOO\�SXUFKDVH�UDZ�PDWHULDOV�DW�HLWKHU�PDUNHW�SULFHV�RU�
SULFHV�WLHG�WR�D�FRPPRGLW\�LQGH[�DQG�VRPH�ILQLVKHG�JRRGV�DW�SULFHV�
EDVHG� LQ�SDUW�RQ�D�FRPPRGLW\�SULFH� LQGH[��:H�DOVR�DUH� LQGLUHFWO\�
H[SRVHG� WR� IOXFWXDWLRQV� LQ� FHUWDLQ� FRPPRGLW\� SULFHV� WKURXJK� WKH�
SXUFKDVH�RI�ILQLVKHG�JRRGV�DQG�YDULRXV�HQHUJ\�UHODWHG�FRPPRGLWLHV��
LQFOXGLQJ�QDWXUDO�JDV�DQG�HOHFWULFLW\��WKURXJK�RXU�QRUPDO�FRXUVH�RI�
EXVLQHVV�ZKHUH�RXU�FRQWUDFWV�DUH�QRW�GLUHFWO\�WLHG�WR�D�FRPPRGLW\�
LQGH[�� $V� SDUW� RI� RXU� ULVN� PDQDJHPHQW� SURJUDP�� ZH� SHUIRUP�
VHQVLWLYLW\�DQDO\VLV�RQ�RXU�IRUHFDVWHG�FRPPRGLW\�H[SRVXUH�IRU�WKH�
XSFRPLQJ� ILVFDO� \HDU�� 2XU� IRUHFDVWHG� FRPPRGLW\� H[SRVXUH� DW�
-XQH��������� LQFUHDVHG�IURP�WKH�SULRU�\HDU�SULPDULO\�DV�D�UHVXOW�RI�
FKDQJHV�LQ�SXUFKDVLQJ�YROXPHV�DQG�FRPPRGLW\�SULFLQJ��$W�-XQH�����
���� DQG�������ZH�KDG�KHGJHG�D�SRUWLRQ�RI�WKHVH�GLUHFW�FRPPRGLW\�
H[SRVXUHV� �VHH� 1RWH� �� RI� WKH� ³1RWHV� WR� &RQVROLGDWHG� )LQDQFLDO�
6WDWHPHQWV´�IRU�IXUWKHU�GLVFXVVLRQ��

7KH�WDEOH�EHORZ�VXPPDUL]HV�RXU�DQDO\VLV�RI�WKHVH�IRUHFDVWHG�GLUHFW�
DQG�LQGLUHFW�FRPPRGLW\�H[SRVXUHV�DQG�WKH�SRWHQWLDO�JDLQ�ORVV�JLYHQ�
D�K\SRWKHWLFDO����SHUFHQW�IOXFWXDWLRQ�LQ�FRPPRGLW\�SULFHV��DVVXPLQJ�
SULFLQJ�FROOHFWLYHO\�VKLIWV�LQ�WKH�VDPH�GLUHFWLRQ�DQG�ZH�DUH�XQDEOH�WR�
FKDQJH�FXVWRPHU�SULFLQJ�LQ�UHVSRQVH�WR�WKRVH�VKLIWV��IRU�WKH�XSFRPLQJ�
ILVFDO�\HDU�

-XQH���
�LQ�PLOOLRQV� ���� ����
+\SRWKHWLFDO�FRPPRGLW\�H[SRVXUH � ��� � ���

6HQVLWLYLW\�JDLQ�ORVV � �� � ��
+\SRWKHWLFDO�RIIVHWWLQJ�LPSDFW�RI�KHGJHV ��� ���
+\SRWKHWLFDO�QHW�JDLQ�ORVV � �� � ��

:H�EHOLHYH�RXU�WRWDO�JURVV�UDQJH�RI�GLUHFW�DQG�LQGLUHFW�H[SRVXUH�WR�
FRPPRGLWLHV�LV������PLOOLRQ�WR������PLOOLRQ�IRU�ILVFDO������
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�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

%XVLQHVV
*HQHUDO
&DUGLQDO�+HDOWK��,QF��LV�D�JOREDO�LQWHJUDWHG�KHDOWKFDUH�VHUYLFHV�DQG�SURGXFWV�FRPSDQ\�SURYLGLQJ�FXVWRPL]HG�VROXWLRQV�IRU�KRVSLWDO�V\VWHPV��
SKDUPDFLHV��DPEXODWRU\�VXUJHU\�FHQWHUV��FOLQLFDO�ODERUDWRULHV�DQG�SK\VLFLDQ�RIILFHV�ZRUOGZLGH��:H�SURYLGH�FOLQLFDOO\�SURYHQ�PHGLFDO�SURGXFWV�
DQG�SKDUPDFHXWLFDOV�DQG�FRVW�HIIHFWLYH�VROXWLRQV�WKDW�HQKDQFH�VXSSO\�FKDLQ�HIILFLHQF\�IURP�KRVSLWDO�WR�KRPH��:H�FRQQHFW�SDWLHQWV��SURYLGHUV��
SD\HUV��SKDUPDFLVWV�DQG�PDQXIDFWXUHUV�IRU�LQWHJUDWHG�FDUH�FRRUGLQDWLRQ�DQG�EHWWHU�SDWLHQW�PDQDJHPHQW�
3KDUPDFHXWLFDO�6HJPHQW
,Q�WKH�8QLWHG�6WDWHV��RXU�3KDUPDFHXWLFDO�VHJPHQW�
�� GLVWULEXWHV�EUDQGHG�DQG�JHQHULF�SKDUPDFHXWLFDO��RYHU�WKH�FRXQWHU�

KHDOWKFDUH� DQG� FRQVXPHU� SURGXFWV� WKURXJK� LWV� 3KDUPDFHXWLFDO�
'LVWULEXWLRQ�GLYLVLRQ�WR�UHWDLOHUV��LQFOXGLQJ�FKDLQ�DQG�LQGHSHQGHQW�
GUXJ�VWRUHV�DQG�SKDUPDF\�GHSDUWPHQWV�RI�VXSHUPDUNHWV�DQG�PDVV�
PHUFKDQGLVHUV��� KRVSLWDOV� DQG� RWKHU� KHDOWKFDUH� SURYLGHUV��7KLV�
GLYLVLRQ�
�� PDLQWDLQV� SULPH� YHQGRU� UHODWLRQVKLSV� WKDW� VWUHDPOLQH� WKH�

SXUFKDVLQJ� SURFHVV� UHVXOWLQJ� LQ� JUHDWHU� HIILFLHQF\� DQG� ORZHU�
FRVWV�IRU�RXU�FXVWRPHUV�

�� SURYLGHV�VHUYLFHV� WR�SKDUPDFHXWLFDO�PDQXIDFWXUHUV� LQFOXGLQJ�
GLVWULEXWLRQ�� LQYHQWRU\� PDQDJHPHQW�� GDWD� UHSRUWLQJ�� QHZ�
SURGXFW� ODXQFK�VXSSRUW�DQG�FRQWUDFW�SULFLQJ�DQG�FKDUJHEDFN�
DGPLQLVWUDWLRQ�

�� SURYLGHV�SKDUPDF\�PDQDJHPHQW�VHUYLFHV�WR�KRVSLWDOV�DV�ZHOO�
DV� PHGLFDWLRQ� WKHUDS\� PDQDJHPHQW� DQG� SDWLHQW� RXWFRPHV�
VHUYLFHV� WR�KRVSLWDOV��RWKHU�KHDOWKFDUH�SURYLGHUV�DQG�SD\HUV��
DQG

�� UHSDFNDJHV� JHQHULF� SKDUPDFHXWLFDOV� DQG� RYHU�WKH�FRXQWHU�
KHDOWKFDUH�SURGXFWV�

�� RSHUDWHV�QXFOHDU�SKDUPDFLHV�DQG�F\FORWURQ�IDFLOLWLHV�WKURXJK�LWV�
1XFOHDU�3KDUPDF\�6HUYLFHV�GLYLVLRQ� WKDW�PDQXIDFWXUH�� SUHSDUH�
DQG�GHOLYHU�UDGLRSKDUPDFHXWLFDOV�IRU�XVH�LQ�QXFOHDU�LPDJLQJ�DQG�
RWKHU�SURFHGXUHV�LQ�KRVSLWDOV�DQG�SK\VLFLDQ�RIILFHV��DQG

�� GLVWULEXWHV� VSHFLDOW\� SKDUPDFHXWLFDO� SURGXFWV� WR� KRVSLWDOV� DQG�
RWKHU�KHDOWKFDUH�SURYLGHUV��SURYLGHV�FRQVXOWLQJ��SDWLHQW�VXSSRUW�
DQG� RWKHU� VHUYLFHV� IRU� VSHFLDOW\� SKDUPDFHXWLFDO� SURGXFWV� WR�
SKDUPDFHXWLFDO� PDQXIDFWXUHUV� DQG� KHDOWKFDUH� SURYLGHUV�� DQG�
SURYLGHV� VSHFLDOW\� SKDUPDF\� VHUYLFHV� WKURXJK� LWV� 6SHFLDOW\�
6ROXWLRQV�GLYLVLRQ�

7KH�3KDUPDFHXWLFDO�VHJPHQW�LV�DOVR�FRQVWUXFWLQJ�D�VWHULOH�IDFLOLW\�WR�
FRQWUDFW� PDQXIDFWXUH� D� UDGLRSKDUPDFHXWLFDO� IRU� SURVWDWH� FDQFHU�
WUHDWPHQW�
,Q�&KLQD��WKH�3KDUPDFHXWLFDO�VHJPHQW�GLVWULEXWHV�EUDQGHG��JHQHULF�
DQG� VSHFLDOW\� SKDUPDFHXWLFDO�� RYHU�WKH�FRXQWHU� KHDOWKFDUH� DQG�
FRQVXPHU�SURGXFWV��SURYLGHV�ORJLVWLFV��PDUNHWLQJ�DQG�RWKHU�VHUYLFHV�
DQG� RSHUDWHV� GLUHFW�WR�SDWLHQW� VSHFLDOW\� SKDUPDFLHV� WKURXJK�
&DUGLQDO�+HDOWK�&KLQD�

6HH�1RWH��� RI�WKH�³1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV´�IRU�
3KDUPDFHXWLFDO�VHJPHQW�UHYHQXH��SURILW�DQG�DVVHWV�IRU�ILVFDO�������
���� DQG������
3KDUPDFHXWLFDO�'LVWULEXWLRQ
2XU�3KDUPDFHXWLFDO�'LVWULEXWLRQ�GLYLVLRQ¶V�JURVV�PDUJLQ� LQFOXGHV�
PDUJLQ� IURP� RXU� JHQHULF� SKDUPDFHXWLFDO� SURJUDP�� PDUJLQ� IURP�
SKDUPDFHXWLFDO� GLVWULEXWLRQ� DJUHHPHQWV� ZLWK� EUDQGHG�
PDQXIDFWXUHUV�DQG�PDUJLQ� IURP�RYHU�WKH�FRXQWHU�KHDOWKFDUH�DQG�
FRQVXPHU�SURGXFWV��,W�DOVR�LQFOXGHV�FDVK�GLVFRXQWV��0DUJLQ�IURP�
RXU�JHQHULF�SKDUPDFHXWLFDO�SURJUDP�LQFOXGHV�SULFH�GLVFRXQWV�DQG�
UHEDWHV�IURP�PDQXIDFWXUHUV�DQG�PD\�LQFOXGH�SULFH�DSSUHFLDWLRQ�RQ�
VRPH� SURGXFWV�� 2XU� HDUQLQJV� RQ� JHQHULF� SKDUPDFHXWLFDOV� DUH�
JHQHUDOO\�KLJKHVW�GXULQJ�WKH�SHULRG�LPPHGLDWHO\�IROORZLQJ�WKH�LQLWLDO�
ODXQFK�RI�D�JHQHULF�SURGXFW�EHFDXVH�JHQHULF�SKDUPDFHXWLFDO�VHOOLQJ�
SULFHV�DUH�JHQHUDOO\�KLJKHVW�GXULQJ�WKDW�SHULRG�DQG�WHQG�WR�GHFOLQH�
RYHU� WLPH�� 2YHUDOO�� RXU� JHQHULF� SKDUPDFHXWLFDO� SURJUDP
V�
SHUIRUPDQFH� LV� GULYHQ� E\� VHYHUDO� IDFWRUV�� LQFOXGLQJ� LQFUHDVHG�
XWLOL]DWLRQ� RI� JHQHULF� SKDUPDFHXWLFDOV�� RXU� DELOLW\� WR� VHOO� JHQHULF�
SKDUPDFHXWLFDOV�WR�QHZ�FXVWRPHUV��RXU�DELOLW\�WR�VHOO�PRUH�JHQHULF�
SKDUPDFHXWLFDOV� WR� H[LVWLQJ� FXVWRPHUV�� JHQHULF� SKDUPDFHXWLFDO�
SULFH� DSSUHFLDWLRQ�� RXU� GDWD� DQG� DQDO\WLF� FDSDELOLWLHV� WR� SUHGLFW�
PDUNHW� WUHQGV�� HQKDQFHG� VRXUFLQJ� RI� JHQHULF� SKDUPDFHXWLFDOV�
WKURXJK�5HG�2DN�6RXUFLQJ� �ZKLFK� LV�GLVFXVVHG�EHORZ��DQG�QHZ�
JHQHULF�SURGXFW�ODXQFKHV��0DUJLQ�IURP�SKDUPDFHXWLFDO�GLVWULEXWLRQ�
DJUHHPHQWV�ZLWK�EUDQGHG�PDQXIDFWXUHUV�UHIHUV�SULPDULO\�WR�IHHV�ZH�
UHFHLYH�IRU�SURYLGLQJ�D�UDQJH�RI�GLVWULEXWLRQ�DQG�UHODWHG�VHUYLFHV�WR�
PDQXIDFWXUHUV�DQG�DOVR�LQFOXGHV�EHQHILWV�IURP�SKDUPDFHXWLFDO�SULFH�
DSSUHFLDWLRQ�RQ�EUDQGHG�SKDUPDFHXWLFDO�SURGXFWV�
6RXUFLQJ�9HQWXUH�:LWK�&96�+HDOWK
,Q� -XO\� ������ ZH� HVWDEOLVKHG� 5HG� 2DN� 6RXUFLQJ�� D� 8�6��EDVHG�
JHQHULF�SKDUPDFHXWLFDO�VRXUFLQJ�YHQWXUH�ZLWK�&96�+HDOWK�ZLWK�DQ�
LQLWLDO� WHUP� RI� ��� \HDUV�� 5HG� 2DN� 6RXUFLQJ� QHJRWLDWHV� JHQHULF�
SKDUPDFHXWLFDO�VXSSO\�FRQWUDFWV�RQ�EHKDOI�RI�ERWK�FRPSDQLHV�
6SHFLDOW\�3KDUPDFHXWLFDO�3URGXFWV�DQG�6HUYLFHV
:H�UHIHU�WR�SURGXFWV�DQG�VHUYLFHV�RIIHUHG�E\�RXU�6SHFLDOW\�6ROXWLRQV�
GLYLVLRQ�DV�³VSHFLDOW\�SKDUPDFHXWLFDO�SURGXFWV�DQG�VHUYLFHV�´�7KH�
6SHFLDOW\� 6ROXWLRQV� GLYLVLRQ� GLVWULEXWHV� RQFRORJ\�� UKHXPDWRORJ\��
XURORJ\��QHSKURORJ\�DQG�RWKHU�SKDUPDFHXWLFDO�SURGXFWV���VSHFLDOW\�
SKDUPDFHXWLFDO�SURGXFWV���DQG�KXPDQ�GHULYHG�SODVPD�SURGXFWV�WR�
KRVSLWDOV�� GLDO\VLV� FOLQLFV�� SK\VLFLDQ� RIILFHV� DQG� RWKHU� KHDOWKFDUH�
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SURYLGHUV�� SURYLGHV� FRQVXOWLQJ�� SDWLHQW� VXSSRUW�� ORJLVWLFV�� JURXS�
SXUFKDVLQJ� DQG� RWKHU� VHUYLFHV� WR� SKDUPDFHXWLFDO�PDQXIDFWXUHUV�
DQG� KHDOWKFDUH� SURYLGHUV� SULPDULO\� VXSSRUWLQJ� WKH� GHYHORSPHQW��
PDUNHWLQJ� DQG� GLVWULEXWLRQ� RI� VSHFLDOW\� SKDUPDFHXWLFDO� SURGXFWV��
DQG� SURYLGHV� VSHFLDOW\� SKDUPDF\� VHUYLFHV�� 2XU� XVH� RI� WKH�

WHUPLQRORJ\��VSHFLDOW\�SKDUPDFHXWLFDO�SURGXFWV�DQG�VHUYLFHV��PD\�
QRW� EH� FRPSDUDEOH� WR� WKH� WHUPLQRORJ\� XVHG� E\� RWKHU� LQGXVWU\�
SDUWLFLSDQWV�

0HGLFDO�6HJPHQW
2XU�0HGLFDO� VHJPHQW� GLVWULEXWHV� D� EURDG� UDQJH� RI� QDWLRQDO� DQG�
&DUGLQDO�+HDOWK�%UDQG�PHGLFDO��VXUJLFDO�DQG� ODERUDWRU\�SURGXFWV�
DQG� SURYLGHV� VHUYLFHV� WR� KRVSLWDOV�� DPEXODWRU\� VXUJHU\� FHQWHUV��
FOLQLFDO� ODERUDWRULHV�DQG�RWKHU�KHDOWKFDUH�SURYLGHUV� LQ� WKH�8QLWHG�
6WDWHV��&DQDGD�DQG�&KLQD��,W�DOVR�GLVWULEXWHV�PHGLFDO�SURGXFWV�WR�
SDWLHQWV�LQ�WKH�KRPH�LQ�WKH�8QLWHG�6WDWHV�WKURXJK�RXU�&DUGLQDO�+HDOWK�
DW�+RPH�GLYLVLRQ�
7KLV� VHJPHQW� DOVR�PDQXIDFWXUHV�� VRXUFHV� DQG� GHYHORSV� KLJKHU�
PDUJLQ�� &DUGLQDO� +HDOWK� %UDQG� PHGLFDO� DQG� VXUJLFDO� SURGXFWV��
0DQXIDFWXUHG�SURGXFWV�LQFOXGH��VLQJOH�XVH�VXUJLFDO�GUDSHV��JRZQV�
DQG�DSSDUHO��H[DP�DQG�VXUJLFDO�JORYHV��IOXLG�VXFWLRQ�DQG�FROOHFWLRQ�
V\VWHPV��FDUGLRYDVFXODU�DQG�HQGRYDVFXODU�SURGXFWV��ZRXQG�FDUH�
SURGXFWV��DQG�RUWKRSHGLF�SURGXFWV��,Q�ILVFDO�������ZH�FRPSOHWHG�WKH�
DFTXLVLWLRQ� RI� &RUGLV�� D� JOREDO� PDQXIDFWXUHU� DQG� GLVWULEXWRU� RI�
LQWHUYHQWLRQDO�FDUGLRORJ\�GHYLFHV�DQG�HQGRYDVFXODU�VROXWLRQV�ZLWK�
RSHUDWLRQV� LQ�PRUH� WKDQ���� FRXQWULHV��:H�H[SHFW� WR� FRQWLQXH� WR�
H[SDQG�RXU� OLQHV�RI�PDQXIDFWXUHG�SURGXFWV� WKURXJK�DFTXLVLWLRQV��
VWUDWHJLF�SDUWQHUVKLSV�DQG�LQWHUQDO�GHYHORSPHQW��2XU�PDQXIDFWXUHG�

SURGXFWV�DUH�VROG�GLUHFWO\�RU�WKURXJK�WKLUG�SDUW\�GLVWULEXWRUV�LQ�WKH�
8QLWHG� 6WDWHV�� &DQDGD�� (XURSH��$VLD�� /DWLQ�$PHULFD� DQG� RWKHU�
UHJLRQV� LQWHUQDWLRQDOO\��:H� DUH� H[SDQGLQJ� RXU� GLUHFW� GLVWULEXWLRQ�
QHWZRUN�WKURXJK�&RUGLV�
7KURXJK� QDYL+HDOWK� DQG� RWKHU� FRPSDQLHV� DFTXLUHG� ZLWKLQ�
QDYL+HDOWK� GXULQJ� ILVFDO� ������ WKH� 0HGLFDO� VHJPHQW� SURYLGHV�
VHUYLFHV�DQG�VRIWZDUH�WR�KRVSLWDOV��RWKHU�KHDOWKFDUH�SURYLGHUV�DQG�
SD\HUV� WKDW� KHOS� PDQDJH� WKH� FRPSOH[� SURFHVVHV� RI� SDWLHQW�
GLVFKDUJH�IURP�DQ�DFXWH�FDUH�IDFLOLW\��³SRVW�DFXWH�FDUH´���
7KLV� VHJPHQW� DOVR� DVVHPEOHV� DQG� RIIHUV� VWHULOH� DQG� QRQ�VWHULOH�
SURFHGXUH� NLWV�� ,Q� DGGLWLRQ�� WKH� VHJPHQW� SURYLGHV� VXSSO\� FKDLQ�
VHUYLFHV��LQFOXGLQJ�VSHQG�PDQDJHPHQW��GLVWULEXWLRQ�PDQDJHPHQW�
DQG�LQYHQWRU\�PDQDJHPHQW�VHUYLFHV��WR�KHDOWKFDUH�SURYLGHUV�
6HH�1RWH��� RI�WKH�³1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV´�IRU�
0HGLFDO�VHJPHQW�UHYHQXH��SURILW�DQG�DVVHWV�IRU�ILVFDO����������� DQG�
�����

$FTXLVLWLRQV
:H�KDYH�DFTXLUHG�D�QXPEHU�RI�EXVLQHVVHV�RYHU� WKH� ODVW�VHYHUDO�
\HDUV� WKDW� KDYH� HQKDQFHG� RXU� FRUH� VWUDWHJLF� DUHDV� RI� JHQHULFV��
KHDOWK� V\VWHPV� DQG� KRVSLWDO� VROXWLRQV� �LQFOXGLQJ� PDQXIDFWXUHG�
PHGLFDO�SURGXFWV���VSHFLDOW\�SKDUPDFHXWLFDO�SURGXFWV�DQG�VHUYLFHV��
LQWHUQDWLRQDO�DQG�SRVW�DFXWH�FDUH��:H�H[SHFW�WR�FRQWLQXH�WR�SXUVXH�
DGGLWLRQDO�DFTXLVLWLRQV�LQ�WKH�IXWXUH�
6LQFH� -XO\� ��� ������ZH� KDYH� FRPSOHWHG� WKH� IROORZLQJ� WKUHH� ODUJH�
DFTXLVLWLRQV�

'DWH &RPSDQ\ /RFDWLRQ /LQHRI�%XVLQHVV
$FTXLVLWLRQ3ULFH�LQ�PLOOLRQV�

����� &RUGLV�EXVLQHVV�RI-RKQVRQ�	-RKQVRQ
)UHPRQW��&$ &DUGLRYDVFXODUDQG�HQGRYDVFXODUSURGXFWV

������

����� 7KH�+DUYDUG�'UXJ*URXS /LYRQLD��0, 3KDUPDFHXWLFDOSURGXFWGLVWULEXWLRQ
������

����� $VVXUD0HG��,QF� 7ZLQVEXUJ��2+ 0HGLFDO�SURGXFWGLVWULEXWLRQ ������

,Q�DGGLWLRQ��ZH�FRPSOHWHG�VHYHUDO�VPDOOHU�DFTXLVLWLRQV�GXULQJ�WKH�
ODVW�ILYH�ILVFDO�\HDUV��LQFOXGLQJ��LQ�ILVFDO�������WKH�DFTXLVLWLRQ�RI�D����
SHUFHQW�RZQHUVKLS�LQWHUHVW�LQ�QDYL+HDOWK��D�SURYLGHU�RI�SRVW�DFXWH�
FDUH�PDQDJHPHQW�VHUYLFHV��DQG�&XUD6SDQ�+HDOWK�*URXS��,QF���D�
SURYLGHU�RI�GLVFKDUJH�SODQQLQJ�DQG�FDUH�WUDQVLWLRQ�VRIWZDUH��LQ�ILVFDO�
������7UDGH[� ,QWHUQDWLRQDO�� ,QF���D�VXSSOLHU�RI�GLVSRVDEOH�JORYHV��
DQG� 0HWUR� 0HGLFDO� 6XSSO\�� ,QF��� D� GLVWULEXWRU� RI� VSHFLDOW\�
SKDUPDFHXWLFDOV�DQG�PHGLFDO�DQG�VXUJLFDO�SURGXFWV��LQ�ILVFDO�������
$FFHVV� &ORVXUH�� ,QF��� D� PDQXIDFWXUHU� DQG� GLVWULEXWRU� RI�
H[WUDYDVFXODU� FORVXUH� GHYLFHV�� DQG� LQ� ILVFDO� ������ )XWXUHPHG�
+HDOWKFDUH� 3URGXFWV� &RUSRUDWLRQ�� D� &DQDGLDQ� PHGLFDO� SURGXFW�
GLVWULEXWRU�



%XVLQHVV

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

&XVWRPHUV
2XU�ODUJHVW�FXVWRPHU��&96�+HDOWK��DFFRXQWHG�IRU����SHUFHQW RI�RXU�
ILVFDO����� UHYHQXH��,Q�WKH�DJJUHJDWH��RXU�ILYH� ODUJHVW�FXVWRPHUV��
LQFOXGLQJ�&96�+HDOWK��DFFRXQWHG�IRU����SHUFHQW RI�RXU�ILVFDO�����
UHYHQXH�� 2XU� SKDUPDFHXWLFDO� GLVWULEXWLRQ� DJUHHPHQWV� ZLWK� &96�
+HDOWK�H[WHQG�WKURXJK�-XQH������
,Q�DGGLWLRQ��ZH�KDYH�DJUHHPHQWV�ZLWK�JURXS�SXUFKDVLQJ�RUJDQL]DWLRQV�
�³*32V´��WKDW�DFW�DV�DJHQWV�WR�QHJRWLDWH�YHQGRU�FRQWUDFWV�RQ�EHKDOI�

RI� WKHLU�PHPEHUV��2XU� WZR� ODUJHVW�*32� UHODWLRQVKLSV� LQ� WHUPV� RI�
PHPEHU� UHYHQXH� DUH� ZLWK� 9L]LHQW� �IRUPHUO\� 1RYDWLRQ�� //&�� DQG�
3UHPLHU��,QF��6DOHV�WR�PHPEHUV�RI�WKHVH�WZR�*32V��XQGHU�QXPHURXV�
FRQWUDFWV�DFURVV�DOO�RI�RXU�EXVLQHVVHV��FROOHFWLYHO\�DFFRXQWHG�IRU����
SHUFHQW RI�RXU�UHYHQXH�LQ�ILVFDO������

6XSSOLHUV
:H�UHO\�RQ�PDQ\�GLIIHUHQW�VXSSOLHUV��3URGXFWV�REWDLQHG�IURP�RXU�ILYH�
ODUJHVW�VXSSOLHUV�DFFRXQWHG�IRU�DQ�DJJUHJDWH�RI����SHUFHQW RI�RXU�
UHYHQXH� GXULQJ� ILVFDO� ������ EXW� QR� VLQJOH� VXSSOLHU¶V� SURGXFWV�
DFFRXQWHG�IRU�PRUH�WKDQ���SHUFHQW RI�UHYHQXH�

&RPSHWLWLRQ
:H�RSHUDWH�LQ�D�KLJKO\�FRPSHWLWLYH�HQYLURQPHQW�LQ�WKH�GLVWULEXWLRQ�RI�
SKDUPDFHXWLFDOV�DQG�UHODWHG�KHDOWKFDUH�VHUYLFHV��:H�DOVR�RSHUDWH�
LQ� D� KLJKO\� FRPSHWLWLYH� HQYLURQPHQW� LQ� WKH� GHYHORSPHQW��
PDQXIDFWXULQJ�DQG�GLVWULEXWLRQ�RI�PHGLFDO�DQG�VXUJLFDO�SURGXFWV��:H�
FRPSHWH�RQ�PDQ\�OHYHOV��LQFOXGLQJ�SULFH��VHUYLFH�RIIHULQJV��VXSSRUW�
VHUYLFHV�DQG�EUHDGWK�RI�SURGXFW�OLQHV�
,Q� WKH� 3KDUPDFHXWLFDO� VHJPHQW�� ZH� FRPSHWH� ZLWK� ZKROHVDOH�
GLVWULEXWRUV�ZLWK�QDWLRQDO�UHDFK��LQFOXGLQJ�0F.HVVRQ�&RUSRUDWLRQ�DQG�
$PHULVRXUFH%HUJHQ�&RUSRUDWLRQ��� UHJLRQDO� ZKROHVDOH� GLVWULEXWRUV��
VHOI�ZDUHKRXVLQJ�FKDLQV��VSHFLDOW\�GLVWULEXWRUV��WKLUG�SDUW\�ORJLVWLFV�
FRPSDQLHV�� FRPSDQLHV� WKDW� SURYLGH� VSHFLDOW\� SKDUPDFHXWLFDO�
VHUYLFHV� DQG� QXFOHDU� SKDUPDFLHV�� DPRQJ� RWKHUV�� ,Q� DGGLWLRQ�� WKH�
3KDUPDFHXWLFDO� VHJPHQW� KDV� H[SHULHQFHG� FRPSHWLWLRQ� IURP� D�

QXPEHU�RI�RUJDQL]DWLRQV�RIIHULQJ�JHQHULF�SKDUPDFHXWLFDOV��LQFOXGLQJ�
WHOHPDUNHWHUV��:H�DOVR�FRPSHWH�ZLWK�PDQXIDFWXUHUV�WKDW�VHOO�WKHLU�
SURGXFWV�GLUHFWO\�
,Q� WKH�0HGLFDO�VHJPHQW��ZH�FRPSHWH�ZLWK�PDQ\�GLIIHUHQW�QDWLRQDO�
PHGLFDO�SURGXFW�GLVWULEXWRUV��LQFOXGLQJ�2ZHQV�	�0LQRU��,QF���0HGOLQH�
,QGXVWULHV��,QF��DQG�0F.HVVRQ�&RUSRUDWLRQ��:H�DOVR�FRPSHWH�ZLWK�
UHJLRQDO�PHGLFDO�SURGXFW�GLVWULEXWRUV�DQG�FRPSDQLHV�WKDW�GLVWULEXWH�
PHGLFDO� SURGXFWV� WR� SDWLHQWV� LQ� WKH� KRPH� DV� ZHOO� DV� WKLUG�SDUW\�
ORJLVWLFV�FRPSDQLHV��,Q�DGGLWLRQ��ZH�FRPSHWH�ZLWK�PDQXIDFWXUHUV�WKDW�
VHOO� WKHLU� SURGXFWV� GLUHFWO\��&RPSHWLWRUV� RI� WKH�0HGLFDO� VHJPHQW¶V�
PDQXIDFWXULQJ� DQG� SURFHGXUDO� NLW� EXVLQHVVHV� LQFOXGH� GLYHUVLILHG�
KHDOWKFDUH�FRPSDQLHV�DV�ZHOO�DV�FRPSDQLHV�WKDW�DUH�PRUH�IRFXVHG�
RQ�VSHFLILF�SURGXFW�FDWHJRULHV��

(PSOR\HHV
$W�-XQH�����������ZH�KDG�DSSUR[LPDWHO\��������HPSOR\HHV�LQ�WKH�
8QLWHG�6WDWHV�DQG�DSSUR[LPDWHO\��������HPSOR\HHV�RXWVLGH�RI�WKH�
8QLWHG�6WDWHV��2YHUDOO��ZH�FRQVLGHU�RXU�HPSOR\HH� UHODWLRQV� WR�EH�
JRRG�

,QWHOOHFWXDO�3URSHUW\
:H� UHO\� RQ� D� FRPELQDWLRQ� RI� WUDGH� VHFUHW�� SDWHQW�� FRS\ULJKW� DQG�
WUDGHPDUN�ODZV��QRQGLVFORVXUH�DQG�RWKHU�FRQWUDFWXDO�SURYLVLRQV��DQG�
WHFKQLFDO�PHDVXUHV�WR�SURWHFW�RXU�SURGXFWV��VHUYLFHV�DQG�LQWDQJLEOH�
DVVHWV��:H�KROG�SDWHQWV�UHODWLQJ�WR�PHGLFDO�DQG�VXUJLFDO�SURGXFWV�
DQG� WR�GLVWULEXWLRQ�RI�RXU�QXFOHDU�SKDUPDF\�SURGXFWV�DQG�VHUYLFH�
RIIHULQJV��:H� DOVR� RSHUDWH� XQGHU� OLFHQVHV� IRU� FHUWDLQ� SURSULHWDU\�
WHFKQRORJLHV��DQG�LQ�FHUWDLQ�LQVWDQFHV�ZH�OLFHQVH�RXU�WHFKQRORJLHV�
WR�WKLUG�SDUWLHV�

:H�EHOLHYH�WKDW�ZH�KDYH�WDNHQ�DOO�QHFHVVDU\�VWHSV�WR�SURWHFW�RXU�
SURSULHWDU\�ULJKWV��EXW�QR�DVVXUDQFH�FDQ�EH�JLYHQ�WKDW�ZH�ZLOO�EH�DEOH�
WR�VXFFHVVIXOO\�HQIRUFH�RU�SURWHFW�RXU�ULJKWV�LQ�WKH�HYHQW�WKDW�WKH\�DUH�
LQIULQJHG�XSRQ�E\�D�WKLUG�SDUW\��:KLOH�DOO�RI�WKHVH�SURSULHWDU\�ULJKWV�
DUH�LPSRUWDQW�WR�RXU�RSHUDWLRQV��ZH�GR�QRW�FRQVLGHU�DQ\�SDUWLFXODU�
SDWHQW��WUDGHPDUN��OLFHQVH��IUDQFKLVH�RU�FRQFHVVLRQ�WR�EH�PDWHULDO�WR�
RXU�RYHUDOO�EXVLQHVV�
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5HJXODWRU\�0DWWHUV
2XU�EXVLQHVV� LV�KLJKO\�UHJXODWHG� LQ� WKH�8QLWHG�6WDWHV��DW�ERWK� WKH�
IHGHUDO�DQG�VWDWH� OHYHO��DQG� LQ� IRUHLJQ�FRXQWULHV��'HSHQGLQJ�XSRQ�
WKHLU�VSHFLILF�EXVLQHVV��RXU�VXEVLGLDULHV�PD\�EH�VXEMHFW�WR�UHJXODWLRQ�
E\�JRYHUQPHQW�HQWLWLHV�LQFOXGLQJ�
�� WKH�8�6��'UXJ�(QIRUFHPHQW�$GPLQLVWUDWLRQ��WKH�³'($´��
�� FHUWDLQ�DJHQFLHV�ZLWKLQ�WKH�8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�

6HUYLFHV�� LQFOXGLQJ� WKH�8�6��)RRG�DQG�'UXJ�$GPLQLVWUDWLRQ��WKH�
³)'$´���WKH�&HQWHUV�IRU�0HGLFDUH�DQG�0HGLFDLG�6HUYLFHV��WKH�2IILFH�
RI�,QVSHFWRU�*HQHUDO�DQG�WKH�2IILFH�IRU�&LYLO�5LJKWV�

�� WKH�8�6��1XFOHDU�5HJXODWRU\�&RPPLVVLRQ��WKH�³15&´��
�� WKH�8�6��)HGHUDO�7UDGH�&RPPLVVLRQ��WKH��)7&���
�� 8�6��&XVWRPV�DQG�%RUGHU�3URWHFWLRQ�
�� VWDWH�ERDUGV�RI�SKDUPDF\�
�� VWDWH�FRQWUROOHG�VXEVWDQFH�DJHQFLHV�
�� VWDWH� KHDOWK� GHSDUWPHQWV�� LQVXUDQFH� GHSDUWPHQWV�� 0HGLFDLG�

GHSDUWPHQWV�RU�RWKHU�FRPSDUDEOH�VWDWH�DJHQFLHV��DQG
�� DJHQFLHV�FRPSDUDEOH�WR�WKRVH�OLVWHG�DERYH�LQ�YDULRXV�UHJLRQV��VXFK�

DV�(XURSH��$VLD�DQG�/DWLQ�$PHULFD�
7KHVH�UHJXODWRU\�DJHQFLHV�KDYH�D�YDULHW\�RI�FLYLO��DGPLQLVWUDWLYH�DQG�
FULPLQDO� VDQFWLRQV� DW� WKHLU� GLVSRVDO� IRU� IDLOXUH� WR� FRPSO\� ZLWK�
DSSOLFDEOH�OHJDO�RU�UHJXODWRU\�UHTXLUHPHQWV��7KH\�FDQ�VXVSHQG�RXU�
DELOLW\�WR�PDQXIDFWXUH�DQG�GLVWULEXWH�SURGXFWV��LQLWLDWH�SURGXFW�UHFDOOV��
VHL]H�SURGXFWV�RU�LPSRVH�FULPLQDO��FLYLO�DQG�DGPLQLVWUDWLYH�VDQFWLRQV�
'LVWULEXWLRQ
7KH�)'$��'($ DQG�YDULRXV�VWDWH�DXWKRULWLHV�UHJXODWH�WKH�PDUNHWLQJ��
SXUFKDVH��VWRUDJH�DQG�GLVWULEXWLRQ�RI�SKDUPDFHXWLFDO�DQG�PHGLFDO�
SURGXFWV� XQGHU� YDULRXV� IHGHUDO� DQG� VWDWH� VWDWXWHV� LQFOXGLQJ� WKH�
IHGHUDO�3UHVFULSWLRQ�'UXJ�0DUNHWLQJ�$FW�RI�������'UXJ�4XDOLW\�DQG�
6HFXULW\�$FW�RI�������WKH�³'46$´���DQG�&RQWUROOHG�6XEVWDQFHV�$FW�
�WKH� �&6$����7KH�&6$ JRYHUQV� WKH� VDOH�� SDFNDJLQJ�� VWRUDJH� DQG�
GLVWULEXWLRQ� RI� FRQWUROOHG� VXEVWDQFHV�� :KROHVDOH� GLVWULEXWRUV� RI�
FRQWUROOHG�VXEVWDQFHV�PXVW�KROG�YDOLG�'($ UHJLVWUDWLRQV�DQG�VWDWH�
OHYHO�OLFHQVHV��PHHW�YDULRXV�VHFXULW\�DQG�RSHUDWLQJ�VWDQGDUGV��DQG�
FRPSO\�ZLWK�WKH�&6$��
0DQXIDFWXULQJ�DQG�0DUNHWLQJ
7KH�)'$ DQG�RWKHU�GRPHVWLF�DQG� IRUHLJQ�JRYHUQPHQWDO�DJHQFLHV�
DGPLQLVWHU� UHTXLUHPHQWV� WKDW� FRYHU� WKH� GHVLJQ�� WHVWLQJ�� VDIHW\��
HIIHFWLYHQHVV�� PDQXIDFWXULQJ� �LQFOXGLQJ� JRRG� PDQXIDFWXULQJ�
SUDFWLFHV��� TXDOLW\� V\VWHPV�� ODEHOLQJ�� SURPRWLRQ� DQG� DGYHUWLVLQJ�
�LQFOXGLQJ�UHVWULFWLRQV�RQ�SURPRWLQJ�RU�DGYHUWLVLQJ�D�SURGXFW�RWKHU�
WKDQ�IRU�WKH�XVHV�VHW�IRUWK�LQ�WKH�DSSURYHG�SURGXFW�ODEHO���GLVWULEXWLRQ��
LPSRUWDWLRQ� DQG� SRVW�PDUNHW� VXUYHLOODQFH� RI� PRVW� RI� RXU�
PDQXIDFWXUHG�SURGXFWV�� ,Q�DGGLWLRQ��ZH�QHHG�VSHFLILF�DSSURYDO�RU�
FOHDUDQFH� IURP� UHJXODWRU\� DXWKRULWLHV� DQG� PD\� KDYH� WR� UHJLVWHU�
SURGXFWV�ZLWK�UHJXODWRU\�DXWKRULWLHV�EHIRUH�ZH�FDQ�PDUNHW�DQG�VHOO�
VRPH� RI� WKHVH� SURGXFWV� LQ� WKH� 8QLWHG� 6WDWHV� DQG� FHUWDLQ� RWKHU�
FRXQWULHV��

,Q�WKH�8QLWHG�6WDWHV��DXWKRUL]DWLRQ�WR�FRPPHUFLDOO\�GLVWULEXWH�D�QHZ�
PHGLFDO�GHYLFH�LV�JHQHUDOO\�UHFHLYHG�LQ�RQH�RI�WZR�ZD\V��7KH�ILUVW��
NQRZQ�DV�SUH�PDUNHW�QRWLILFDWLRQ�RU�WKH�����N��SURFHVV��UHTXLUHV�XV�
WR� GHPRQVWUDWH� WKDW� RXU� QHZ� PHGLFDO� GHYLFH� LV� VXEVWDQWLDOO\�
HTXLYDOHQW�WR�D�OHJDOO\�PDUNHWHG�PHGLFDO�GHYLFH��7KH�VHFRQG��PRUH�
ULJRURXV�SURFHVV��NQRZQ�DV�SUH�PDUNHW�DSSURYDO��³30$´���UHTXLUHV�
XV�WR�LQGHSHQGHQWO\�GHPRQVWUDWH�WKDW�WKH�QHZ�PHGLFDO�GHYLFH�LV�VDIH�
DQG�HIIHFWLYH��DQG�LV�PXFK�PRUH�GHWDLOHG�WKDQ�WKH�����N��SURFHVV��
0DQ\�RI�RXU�0HGLFDO�VHJPHQW�SURGXFWV�DUH�FOHDUHG�WKURXJK�WKH����
�N��SURFHVV�DQG�FHUWDLQ�&RUGLV�SURGXFWV�PXVW�EH�DSSURYHG�WKURXJK�
WKH�30$ SURFHVV�� ,W� FDQ� EH� FRVWO\� DQG� WLPH�FRQVXPLQJ� WR� REWDLQ�
UHJXODWRU\� DSSURYDOV�� FOHDUDQFHV� DQG� UHJLVWUDWLRQV� RI� PHGLFDO�
GHYLFHV��DQG�VXFK�DSSURYDOV��FOHDUDQFHV�DQG�UHJLVWUDWLRQV�PLJKW�QRW�
EH�JUDQWHG�RQ�D�WLPHO\�EDVLV��LI�DW�DOO��(YHQ�DIWHU�ZH�REWDLQ�DSSURYDO�
RU�FOHDUDQFH�WR�PDUNHW�D�SURGXFW�RU�REWDLQ�SURGXFW�UHJLVWUDWLRQV��WKH�
SURGXFW�DQG�RXU�PDQXIDFWXULQJ�SURFHVVHV�DUH�VXEMHFW�WR�FRQWLQXHG�
UHJXODWRU\�RYHUVLJKW��
)URP�WLPH�WR�WLPH��ZH�PD\�GHWHUPLQH�WKDW�SURGXFWV�ZH�PDQXIDFWXUH�
RU�PDUNHW�GR�QRW�PHHW�RXU�VSHFLILFDWLRQV��UHJXODWRU\�UHTXLUHPHQWV��
RU�SXEOLVKHG�VWDQGDUGV��:KHQ�ZH�RU�D�UHJXODWRU\�DJHQF\�LGHQWLI\�D�
TXDOLW\� RU� UHJXODWRU\� LVVXH�� ZH� LQYHVWLJDWH� DQG� WDNH� DSSURSULDWH�
FRUUHFWLYH�DFWLRQ��ZKLFK�PD\�LQFOXGH�UHFDOOLQJ�WKH�SURGXFW��FRUUHFWLQJ�
WKH�SURGXFW�DW�WKH�FXVWRPHU�ORFDWLRQ��UHYLVLQJ�SURGXFW�ODEHOLQJ�DQG�
QRWLI\LQJ�FXVWRPHUV��
1XFOHDU�3KDUPDFLHV�DQG�5HODWHG�%XVLQHVVHV
2XU� QXFOHDU� SKDUPDFLHV� DQG� UDGLRSKDUPDFHXWLFDO� PDQXIDFWXULQJ�
IDFLOLWLHV�UHTXLUH�OLFHQVHV�RU�SHUPLWV�DQG�PXVW�DELGH�E\�UHJXODWLRQV�
LVVXHG�E\� WKH�15&��DSSOLFDEOH�VWDWH�ERDUGV�RI�SKDUPDF\�DQG� WKH�
UDGLRORJLF�KHDOWK�DJHQF\�RU�GHSDUWPHQW�RI�KHDOWK�RI�HDFK�VWDWH� LQ�
ZKLFK� ZH� RSHUDWH�� ,Q� DGGLWLRQ�� RXU� UDGLRSKDUPDFHXWLFDO�
PDQXIDFWXULQJ� IDFLOLWLHV� PXVW� FRPSO\� ZLWK� WKH� )'$
V� JRRG�
PDQXIDFWXULQJ� SUDFWLFHV�� 2QFH� FRPSOHWHG�� RXU� VWHULOH�
UDGLRSKDUPDFHXWLFDO� PDQXIDFWXULQJ� IDFLOLW\� DOVR� ZLOO� EH� VXEMHFW� WR�
15&�DQG�)'$UHJXODWLRQ��&KDQJHV�WR�SKDUPDF\�VWHULOH�FRPSRXQGLQJ�
VWDQGDUGV� DQG� SUDFWLFHV� DUH� EHLQJ� FRQVLGHUHG� E\� WKH� )'$�� VWDWH�
ERDUGV�RI�SKDUPDF\�DQG�VWDQGDUGV�VHWWLQJ�RUJDQL]DWLRQV WKDW�PD\�
DIIHFW� RXU�1XFOHDU� 3KDUPDF\�6HUYLFHV� GLYLVLRQ� DQG� FRXOG� UHTXLUH�
DGGLWLRQDO� LQIUDVWUXFWXUH� UHTXLUHPHQWV� DQG� PRGLILFDWLRQV� WR� RXU�
FXUUHQW�SUDFWLFHV�DQG�LPSRVH�DGGLWLRQDO�FRVWV�
3URGXFW�7UDFLQJ�DQG�6XSSO\�&KDLQ�,QWHJULW\
7LWOH�,,�RI�WKH�'46$��NQRZQ�DV�WKH�'UXJ�6XSSO\�&KDLQ�6HFXULW\�$FW��
HVWDEOLVKHV�D�SKDVHG�LQ�QDWLRQDO�V\VWHP�IRU�WUDFLQJ�SKDUPDFHXWLFDO�
SURGXFWV� WKURXJK� WKH� SKDUPDFHXWLFDO� GLVWULEXWLRQ� VXSSO\� FKDLQ� WR�
SUHYHQW� WKH� LQWURGXFWLRQ� RI� FRXQWHUIHLW�� DGXOWHUDWHG� RU� PLVODEHOHG�
GUXJV��7KH�ILUVW�SKDVH�RI�LPSOHPHQWDWLRQ�EHJDQ�RQ�-DQXDU\����������
DQG�XSRQ� IXOO� LPSOHPHQWDWLRQ� LQ�������ZH�DQG�RWKHU�VXSSO\�FKDLQ�
VWDNHKROGHUV� ZLOO� SDUWLFLSDWH� LQ� DQ� HOHFWURQLF�� LQWHURSHUDEOH��
SUHVFULSWLRQ�GUXJ�WUDFLQJ�V\VWHP��,Q�DGGLWLRQ��WKH�)'$DOVR�KDV�LVVXHG�
UHJXODWLRQV�UHTXLULQJ�PRVW�PHGLFDO�GHYLFH�ODEHOLQJ�WR�EHDU�D�XQLTXH�
GHYLFH� LGHQWLILHU�� 7KHVH�UHJXODWLRQV� DUH� EHLQJ� SKDVHG� LQ� WKURXJK�
�����
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*RYHUQPHQW�+HDOWKFDUH�3URJUDPV
:H�DUH�VXEMHFW� WR�8�6�� IHGHUDO�KHDOWKFDUH� IUDXG�DQG�DEXVH� ODZV��
7KHVH� ODZV� JHQHUDOO\� SURKLELW� SHUVRQV� IURP� VROLFLWLQJ�� RIIHULQJ��
UHFHLYLQJ�RU�SD\LQJ�DQ\�FRPSHQVDWLRQ�LQ�RUGHU�WR�LQGXFH�VRPHRQH�
WR�RUGHU�RU�SXUFKDVH�LWHPV�RU�VHUYLFHV�WKDW�DUH�LQ�DQ\�ZD\�SDLG�IRU�
E\� 0HGLFDUH�� 0HGLFDLG� RU� RWKHU� IHGHUDOO\�IXQGHG� KHDOWKFDUH�
SURJUDPV��7KH\�DOVR�SURKLELW�VXEPLWWLQJ�RU�FDXVLQJ�WR�EH�VXEPLWWHG�
DQ\�IUDXGXOHQW�FODLP�IRU�SD\PHQW�E\�WKH�IHGHUDO�JRYHUQPHQW��7KHUH�
DUH� VLPLODU� VWDWH� KHDOWKFDUH� IUDXG� DQG� DEXVH� ODZV� WKDW� DSSO\� WR�
0HGLFDLG�DQG�RWKHU�VWDWH�IXQGHG�KHDOWKFDUH�SURJUDPV��9LRODWLRQV�RI�
WKHVH�ODZV�PD\�UHVXOW�LQ�FULPLQDO�RU�FLYLO�SHQDOWLHV��DV�ZHOO�DV�EUHDFK�
RI�FRQWUDFW�FODLPV�DQG�TXL�WDP DFWLRQV��IDOVH�FODLPV�FDVHV�LQLWLDWHG�
E\� SULYDWH� SDUWLHV� SXUSRUWLQJ� WR� DFW� RQ� EHKDOI� RI� IHGHUDO� RU� VWDWH�
JRYHUQPHQWV��
2XU� &DUGLQDO� +HDOWK� DW� +RPH� EXVLQHVV� DQG� D� IHZ� RI� RXU� RWKHU�
EXVLQHVVHV�DUH�0HGLFDUH�FHUWLILHG�VXSSOLHUV�RU�SDUWLFLSDWH� LQ�VWDWH�
0HGLFDLG�SURJUDPV��7KHVH�EXVLQHVVHV�DUH�VXEMHFW�WR�DFFUHGLWDWLRQ�
DQG� TXDOLW\� VWDQGDUGV� DQG� RWKHU� UXOHV� DQG� UHJXODWLRQV�� LQFOXGLQJ�
DSSOLFDEOH� ELOOLQJ�� SD\PHQW� DQG� UHFRUG�NHHSLQJ� UHTXLUHPHQWV�� ,Q�
DGGLWLRQ��ZH�PDQXIDFWXUH�SKDUPDFHXWLFDO�DQG�PHGLFDO�SURGXFWV�DQG�
UHSDFNDJH�SKDUPDFHXWLFDOV�WKDW�DUH�SXUFKDVHG�WKURXJK�IHGHUDO�RU�
VWDWH� KHDOWKFDUH� SURJUDPV� DQG� DUH� VXEMHFW� WR� ODZV� WKDW� HVWDEOLVK�
HOLJLELOLW\� IRU� UHLPEXUVHPHQW� E\� IHGHUDO� DQG� VWDWH� KHDOWKFDUH�
SURJUDPV�� )DLOXUH� WR� FRPSO\� ZLWK� DSSOLFDEOH� VWDQGDUGV� DQG�
UHJXODWLRQV�FRXOG�UHVXOW� LQ�FLYLO�RU�FULPLQDO�VDQFWLRQV�� LQFOXGLQJ�WKH�
ORVV� RI� RXU� DELOLW\� WR� SDUWLFLSDWH� LQ�0HGLFDUH��0HGLFDLG� DQG� RWKHU�
IHGHUDO�DQG�VWDWH�KHDOWKFDUH�SURJUDPV�
,Q� DGGLWLRQ�� RXU� 8�6�� IHGHUDO� DQG� VWDWH� JRYHUQPHQW� FRQWUDFWV� DUH�
VXEMHFW�WR�VSHFLILF�SURFXUHPHQW�UHJXODWLRQV��)DLOXUH�WR�FRPSO\�ZLWK�
DSSOLFDEOH� UXOHV� RU� UHJXODWLRQV� RU� ZLWK� FRQWUDFWXDO� RU� RWKHU�
UHTXLUHPHQWV�PD\�UHVXOW�LQ�PRQHWDU\�GDPDJHV�DQG�FULPLQDO�RU�FLYLO�
SHQDOWLHV�DV�ZHOO�DV�WHUPLQDWLRQ�RI�RXU�JRYHUQPHQW�FRQWUDFWV�RU�RXU�
VXVSHQVLRQ�RU�GHEDUPHQW�IURP�JRYHUQPHQW�FRQWUDFW�ZRUN�
+HDOWK�DQG�3HUVRQDO�,QIRUPDWLRQ�3UDFWLFHV
:H� FROOHFW�� KDQGOH� DQG� PDLQWDLQ� SDWLHQW�LGHQWLILDEOH� KHDOWK�
LQIRUPDWLRQ��7KH�+HDOWK�,QVXUDQFH�3RUWDELOLW\�DQG�$FFRXQWDELOLW\�$FW�
RI� ����� ��+,3$$���� DV� DXJPHQWHG� E\� WKH� +HDOWK� ,QIRUPDWLRQ�
7HFKQRORJ\�IRU�(FRQRPLF�DQG�&OLQLFDO�+HDOWK�$FW��DV�ZHOO�DV�VRPH�
VWDWH�DQG�IRUHLJQ�ODZV��UHJXODWH�WKH�XVH�DQG�GLVFORVXUH�RI�SDWLHQW�
LGHQWLILDEOH�KHDOWK�LQIRUPDWLRQ��LQFOXGLQJ�UHTXLULQJ�VSHFLILHG�SULYDF\�
DQG�VHFXULW\�PHDVXUHV�
:H�DOVR�FROOHFW��KDQGOH�DQG�PDLQWDLQ�RWKHU�VHQVLWLYH�SHUVRQDO�DQG�
ILQDQFLDO� LQIRUPDWLRQ� WKDW� LV� VXEMHFW� WR� IHGHUDO� DQG� VWDWH� ODZV�
SURWHFWLQJ� VXFK� LQIRUPDWLRQ�� 6HFXULW\� DQG� GLVFORVXUH� RI� SHUVRQDO�
LQIRUPDWLRQ�LV�DOVR�KLJKO\�UHJXODWHG�LQ�PDQ\�RWKHU�FRXQWULHV�LQ�ZKLFK�
ZH�RSHUDWH�
,Q� (XURSH�� ZH� DUH� VXEMHFW� WR� WKH� (XURSHDQ� 8QLRQ� �³(8´�� GDWD�
SURWHFWLRQ�UHJXODWLRQV��LQFOXGLQJ�WKH�(8�'LUHFWLYH�RQ�'DWD�3URWHFWLRQ��
ZKLFK�UHTXLUHV�PHPEHU�VWDWHV�WR�LPSRVH�PLQLPXP�UHVWULFWLRQV�RQ�WKH�
FROOHFWLRQ��XVH�DQG�WUDQVIHU�RI�SHUVRQDO�GDWD�WKDW��LQ�VRPH�UHVSHFWV��
DUH�PRUH�VWULQJHQW��DQG�LPSRVH�PRUH�VLJQLILFDQW�EXUGHQV�RQ�VXEMHFW�
EXVLQHVVHV��WKDQ�FXUUHQW�SULYDF\�VWDQGDUGV�LQ�WKH�8QLWHG�6WDWHV��$
QHZ�(8�*HQHUDO�'DWD�3URWHFWLRQ�5HJXODWLRQ�WKDW�ZLOO�DSSO\�XQLIRUPO\�

DFURVV�WKH�(8�ZLOO�EHFRPH�HIIHFWLYH�LQ������DQG�LQFOXGHV��DPRQJ�
RWKHU� WKLQJV��D� UHTXLUHPHQW� IRU�SURPSW�QRWLFH�RI�GDWD�EUHDFKHV� WR�
GDWD�VXEMHFWV�DQG�VXSHUYLVRU\�DXWKRULWLHV�LQ�FHUWDLQ�FLUFXPVWDQFHV�
DQG�VLJQLILFDQW�ILQHV�IRU�QRQ�FRPSOLDQFH�
$QWLWUXVW�/DZV
7KH�8�6�� IHGHUDO�JRYHUQPHQW��PRVW�8�6��VWDWHV�DQG�PDQ\�IRUHLJQ�
FRXQWULHV�KDYH�DQWLWUXVW�ODZV�WKDW�SURKLELW�FHUWDLQ�W\SHV�RI�FRQGXFW�
GHHPHG�WR�EH�DQWL�FRPSHWLWLYH��9LRODWLRQV�RI�DQWLWUXVW�ODZV�FDQ�UHVXOW�
LQ�YDULRXV�VDQFWLRQV�� LQFOXGLQJ�FULPLQDO�DQG�FLYLO�SHQDOWLHV��3ULYDWH�
SODLQWLIIV�DOVR�FRXOG�EULQJ�FLYLO�ODZVXLWV�DJDLQVW�XV�LQ�WKH�8QLWHG�6WDWHV�
IRU� DOOHJHG� DQWLWUXVW� ODZ� YLRODWLRQV�� LQFOXGLQJ� FODLPV� IRU� WUHEOH�
GDPDJHV�� $V� SUHYLRXVO\� GLVFORVHG�� LQ� $SULO� ������ ZH� VHWWOHG�
DOOHJDWLRQV�E\�WKH�)7&�UHVXOWLQJ�IURP�DQ�LQYHVWLJDWLRQ�LQWR�VXSSOLHU�
DUUDQJHPHQWV� LQYROYLQJ� RXU� 1XFOHDU� 3KDUPDF\� 6HUYLFHV� GLYLVLRQ�
SULPDULO\�IRFXVHG�RQ�WKH�SHULRG�EHWZHHQ������DQG������
(QYLURQPHQWDO��+HDOWK�DQG�6DIHW\�/DZV
,Q�WKH�8QLWHG�6WDWHV�DQG�RWKHU�FRXQWULHV��ZH�DUH�VXEMHFW�WR�YDULRXV�
IHGHUDO��VWDWH�DQG�ORFDO�HQYLURQPHQWDO�ODZV��DV�ZHOO�DV�ODZV�UHODWLQJ�
WR�VDIH�ZRUNLQJ�FRQGLWLRQV�DQG�ODERUDWRU\�SUDFWLFHV�
/DZV�5HODWLQJ�WR�)RUHLJQ�7UDGH�DQG�2SHUDWLRQV
8�6��DQG�IRUHLJQ�ODZV�UHTXLUH�XV�WR�DELGH�E\�VWDQGDUGV�UHODWLQJ�WR�WKH�
LPSRUW�DQG�H[SRUW�RI�ILQLVKHG�JRRGV��UDZ�PDWHULDOV�DQG�VXSSOLHV�DQG�
WKH�KDQGOLQJ�RI�LQIRUPDWLRQ��:H�DOVR�PXVW�FRPSO\�ZLWK�YDULRXV�H[SRUW�
FRQWURO�DQG�WUDGH�HPEDUJR�ODZV��ZKLFK�PD\�UHTXLUH�OLFHQVHV�RU�RWKHU�
DXWKRUL]DWLRQV�IRU�WUDQVDFWLRQV�ZLWKLQ�VRPH�FRXQWULHV�RU�ZLWK�VRPH�
FRXQWHUSDUWLHV�
6LPLODUO\��ZH�DUH�VXEMHFW� WR�8�6��DQG� IRUHLJQ� ODZV�FRQFHUQLQJ� WKH�
FRQGXFW�RI�RXU�IRUHLJQ�RSHUDWLRQV��LQFOXGLQJ�WKH�8�6��)RUHLJQ�&RUUXSW�
3UDFWLFHV�$FW��&KLQHVH�DQWL�FRUUXSWLRQ�ODZV��WKH�8�.��%ULEHU\�$FW�DQG�
RWKHU� IRUHLJQ� DQWL�EULEHU\� ODZV�� $PRQJ� RWKHU� WKLQJV�� WKHVH� ODZV�
JHQHUDOO\�SURKLELW�FRPSDQLHV�DQG�WKHLU�LQWHUPHGLDULHV�IURP�RIIHULQJ��
SURPLVLQJ�RU�PDNLQJ�SD\PHQWV�WR�RIILFLDOV�RI�IRUHLJQ�JRYHUQPHQWV�IRU�
WKH�SXUSRVH�RI�REWDLQLQJ�RU�UHWDLQLQJ�EXVLQHVV�



%XVLQHVV

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

2WKHU�,QIRUPDWLRQ
$OWKRXJK�RXU�DJUHHPHQWV�ZLWK�PDQXIDFWXUHUV�VRPHWLPHV�UHTXLUH�XV�
WR�PDLQWDLQ�LQYHQWRU\�OHYHOV�ZLWKLQ�VSHFLILHG�UDQJHV��RXU�GLVWULEXWLRQ�
EXVLQHVVHV�DUH�JHQHUDOO\�QRW�UHTXLUHG�E\�RXU�FXVWRPHUV�WR�PDLQWDLQ�
SDUWLFXODU�LQYHQWRU\�OHYHOV�RWKHU�WKDQ�DV�QHHGHG�WR�PHHW�VHUYLFH�OHYHO�
UHTXLUHPHQWV��&HUWDLQ�VXSSO\�FRQWUDFWV�ZLWK�8�6��JRYHUQPHQW�HQWLWLHV�
UHTXLUH� XV� WR� PDLQWDLQ� VXIILFLHQW� LQYHQWRU\� WR� PHHW� HPHUJHQF\�
GHPDQGV��EXW�ZH�GR�QRW�EHOLHYH�WKRVH�UHTXLUHPHQWV�PDWHULDOO\�DIIHFW�
LQYHQWRU\�OHYHOV�

2XU�FXVWRPHU�UHWXUQ�SROLFLHV�JHQHUDOO\�UHTXLUH�WKDW�WKH�SURGXFW�EH�
SK\VLFDOO\� UHWXUQHG�� VXEMHFW� WR� UHVWRFNLQJ� IHHV�� :H� RQO\� DOORZ�
FXVWRPHUV�WR�UHWXUQ�SURGXFWV�WKDW�FDQ�EH�DGGHG�EDFN�WR�LQYHQWRU\�
DQG�UHVROG�DW�IXOO�YDOXH��RU�WKDW�FDQ�EH�UHWXUQHG�WR�YHQGRUV�IRU�FUHGLW�
:H�RIIHU�PDUNHW�SD\PHQW�WHUPV�WR�RXU�FXVWRPHUV�

5HYHQXH�DQG�/RQJ�/LYHG�$VVHWV�E\�*HRJUDSKLF�$UHD
6HH�1RWH��� RI�WKH�³1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV´�IRU�UHYHQXH�DQG�ORQJ�OLYHG�DVVHWV�E\�JHRJUDSKLF�DUHD�
$YDLODEOH�,QIRUPDWLRQ�
2XU�$QQXDO�5HSRUW�RQ�)RUP����.��4XDUWHUO\�5HSRUWV�RQ�)RUP����4��
&XUUHQW�5HSRUWV�RQ�)RUP���.��DQG�DPHQGPHQWV�WR�WKRVH�UHSRUWV�DUH�
DYDLODEOH�IUHH�RI�FKDUJH�RQ�RXU�ZHEVLWH��ZZZ�FDUGLQDOKHDOWK�FRP���
XQGHU�WKH�³,QYHVWRUV�²�)LQDQFLDO�5HSRUWLQJ�²�6(&�)LOLQJV´�FDSWLRQ��
DV�VRRQ�DV�UHDVRQDEO\�SUDFWLFDEOH�DIWHU�ZH�HOHFWURQLFDOO\�ILOH�WKHP�
ZLWK��RU�IXUQLVK�WKHP�WR��WKH�6(&�
<RX�PD\�UHDG�DQG�FRS\�DQ\�PDWHULDOV�ZH�ILOH�ZLWK�WKH�6(&�DW�WKH�
6(&¶V�3XEOLF�5HIHUHQFH�5RRP�DW�����)�6WUHHW��1(��:DVKLQJWRQ��'&�

�������<RX�PD\�REWDLQ� LQIRUPDWLRQ�RQ�WKH�RSHUDWLRQ�RI� WKH�3XEOLF�
5HIHUHQFH�5RRP�E\�FDOOLQJ�WKH�6(&�DW�������6(&�������7KH�6(&�
DOVR�PDLQWDLQV�D�ZHEVLWH��ZZZ�VHF�JRY��ZKHUH�\RX�FDQ�VHDUFK�IRU�
DQQXDO�� TXDUWHUO\� DQG� FXUUHQW� UHSRUWV�� SUR[\� DQG� LQIRUPDWLRQ�
VWDWHPHQWV�� DQG� RWKHU� LQIRUPDWLRQ� UHJDUGLQJ� XV� DQG� RWKHU� SXEOLF�
FRPSDQLHV�



5LVN�)DFWRUV

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

5LVN�)DFWRUV
7KH�ULVNV�GHVFULEHG�EHORZ�FRXOG�PDWHULDOO\�DQG�DGYHUVHO\�DIIHFW�RXU�
UHVXOWV�RI� RSHUDWLRQV�� ILQDQFLDO� FRQGLWLRQ�� OLTXLGLW\�DQG�FDVK� IORZV��
7KHVH�DUH�QRW�WKH�RQO\�ULVNV�ZH�IDFH��2XU�EXVLQHVVHV�DOVR�FRXOG�EH�
DIIHFWHG�E\�ULVNV�WKDW�ZH�DUH�QRW�SUHVHQWO\�DZDUH�RI�RU�WKDW�ZH�FXUUHQWO\�
FRQVLGHU�LPPDWHULDO�WR�RXU�RSHUDWLRQV��
:H�FRXOG�VXIIHU�WKH�DGYHUVH�HIIHFWV�RI�FRPSHWLWLYH�SUHVVXUHV�
$V�GHVFULEHG�LQ�JUHDWHU�GHWDLO�LQ�WKH��%XVLQHVV��VHFWLRQ��ZH�RSHUDWH�
LQ�PDUNHWV�WKDW�DUH�KLJKO\�FRPSHWLWLYH��%HFDXVH�RI�FRPSHWLWLRQ��RXU�
EXVLQHVVHV�IDFH�FRQWLQXHG�SULFLQJ�SUHVVXUH�IURP�RXU�FXVWRPHUV�DQG�
VXSSOLHUV�� ,I�ZH�DUH�XQDEOH� WR�RIIVHW�PDUJLQ� UHGXFWLRQV�FDXVHG�E\�
WKHVH�SULFLQJ�SUHVVXUHV�WKURXJK�VWHSV�VXFK�DV�VRXUFLQJ�RU�FRVW�FRQWURO�
PHDVXUHV��DGGLWLRQDO�VHUYLFH�RIIHULQJV�DQG�VDOHV�RI�KLJKHU�PDUJLQ�
SURGXFWV��RXU�UHVXOWV�RI�RSHUDWLRQV�DQG�ILQDQFLDO�FRQGLWLRQ�FRXOG�EH�
DGYHUVHO\�DIIHFWHG�
2XU� 3KDUPDFHXWLFDO� VHJPHQWȈV� JHQHULF� SKDUPDFHXWLFDO�
SURJUDP�FRXOG�EH�DGYHUVHO\�DIIHFWHG�E\�SULFH�GHFOLQHV�DQG�IHZHU�
JHQHULF�SURGXFW�ODXQFKHV�
3ULFHV� IRU� JHQHULF� SKDUPDFHXWLFDOV� JHQHUDOO\� GHFOLQH� RYHU� WLPH��
$OWKRXJK�VRPH�JHQHULF�SURGXFWV�PD\�H[SHULHQFH�SULFH�DSSUHFLDWLRQ�
ZKLFK�FDQ�SRVLWLYHO\�DIIHFW�RXU�PDUJLQV��ZH�PD\�QRW�EH�DEOH�WR�SUHGLFW�
ZKHWKHU��DQG�LI�VR��IRU�KRZ�ORQJ�DQG�DW�ZKDW�PDJQLWXGH��VXFK�SULFH�
DSSUHFLDWLRQ� ZLOO� EH� VXVWDLQHG�� 7KH� QXPEHU� RI� JHQHULF� SURGXFWV�
H[SHULHQFLQJ�SULFH�GHFOLQHV�RU�DSSUHFLDWLRQ�DQG� WKH�PDJQLWXGH�RI�
SULFH�FKDQJHV�LV�XQFHUWDLQ�LQ�IXWXUH�ILVFDO�\HDUV��DQG�FRXOG�KDYH�D�
QHJDWLYH�LPSDFW�RQ�RXU�\HDU�RYHU�\HDU�PDUJLQV�
7KH�QXPEHU�RI� QHZ�JHQHULF�SKDUPDFHXWLFDO� ODXQFKHV�DOVR� YDULHV�
IURP�\HDU�WR�\HDU��DQG�WKH�PDUJLQ�LPSDFW�RI�WKHVH�ODXQFKHV�YDULHV�
IURP�SURGXFW�WR�SURGXFW��)HZHU�JHQHULF�SURGXFW�ODXQFKHV�RU�ODXQFKHV�
WKDW�DUH�OHVV�SURILWDEOH�WKDQ�SULRU�ODXQFKHV�ZLOO�KDYH�DQ�DGYHUVH�HIIHFW�
RQ�RXU�\HDU�RYHU�\HDU�PDUJLQ�JURZWK�
2XU�JHQHULF�SKDUPDFHXWLFDO�SURJUDP�KDV�EHQHILWHG� IURP�VRXUFLQJ�
JHQHULF�SKDUPDFHXWLFDOV�WKURXJK�RXU�5HG�2DN�6RXUFLQJ�YHQWXUH�ZLWK�
&96�+HDOWK��ZKLFK�VRXUFHV�IRU�ERWK�XV�DQG�&96�+HDOWK��,I�WKH�YHQWXUH�
GRHV�QRW�FRQWLQXH�WR�EH�VXFFHVVIXO��RXU�PDUJLQV�FRXOG�EH�DGYHUVHO\�
DIIHFWHG�
2XU�3KDUPDFHXWLFDO�VHJPHQWȈV�PDUJLQV�XQGHU�RXU�GLVWULEXWLRQ�
DJUHHPHQWV� ZLWK� EUDQGHG� SKDUPDFHXWLFDO�PDQXIDFWXUHUV� DUH�
DIIHFWHG�E\�VHUYLFH�IHHV�ZH�UHFHLYH�IURP�WKH�PDQXIDFWXUHUV�DQG�
SULFHV�HVWDEOLVKHG�E\�WKH�PDQXIDFWXUHUV�
2XU� GLVWULEXWLRQ� DJUHHPHQWV� ZLWK� EUDQGHG� SKDUPDFHXWLFDO�
PDQXIDFWXUHUV� JHQHUDOO\� SURYLGH� WKDW� ZH� UHFHLYH� IHHV� IURP� WKH�
PDQXIDFWXUHUV�WR�FRPSHQVDWH�XV�IRU�WKH�VHUYLFHV�ZH�SURYLGH�WKHP��
8QGHU�VRPH�DJUHHPHQWV��EUDQGHG�SKDUPDFHXWLFDO�SULFH�DSSUHFLDWLRQ�
DOVR� VHUYHV� DV� SDUW� RI� RXU� FRPSHQVDWLRQ�� ,I� RXU� VHUYLFH� IHHV� DUH�
UHGXFHG�RU��LQ�FDVHV�ZKHUH�SDUW�RI�RXU�FRPSHQVDWLRQ�LV�EUDQGHG�SULFH�
DSSUHFLDWLRQ��LI�PDQXIDFWXUHUV�GHWHUPLQH�QRW�WR�LQFUHDVH�SULFHV�RU�WR�
LPSOHPHQW�RQO\�PRGHVW� LQFUHDVHV��RXU�PDUJLQV�PD\�EH�DGYHUVHO\�
DIIHFWHG�

2XU�EXVLQHVV� LV�VXEMHFW� WR� ULJRURXV�UHJXODWRU\�DQG� OLFHQVLQJ�
UHTXLUHPHQWV�
$V�GHVFULEHG�LQ�JUHDWHU�GHWDLO�LQ�WKH��%XVLQHVV��VHFWLRQ��RXU�EXVLQHVV�
LV�KLJKO\�UHJXODWHG�LQ�WKH�8QLWHG�6WDWHV��DW�ERWK�WKH�IHGHUDO�DQG�VWDWH�
OHYHO��DQG� LQ� IRUHLJQ�FRXQWULHV�� ,I�ZH�IDLO� WR�FRPSO\�ZLWK�UHJXODWRU\�
UHTXLUHPHQWV��RU�LI�DOOHJDWLRQV�DUH�PDGH�WKDW�ZH�IDLO�WR�FRPSO\��RXU�
UHVXOWV� RI� RSHUDWLRQV� DQG� ILQDQFLDO� FRQGLWLRQ� FRXOG� EH� DGYHUVHO\�
DIIHFWHG�
7R�ODZIXOO\�RSHUDWH�RXU�EXVLQHVVHV��ZH�DUH�UHTXLUHG�WR�REWDLQ�DQG�
KROG� SHUPLWV�� SURGXFW� UHJLVWUDWLRQV�� OLFHQVHV� DQG� RWKHU� UHJXODWRU\�
DSSURYDOV�IURP��DQG�WR�FRPSO\�ZLWK�RSHUDWLQJ�DQG�VHFXULW\�VWDQGDUGV�
RI�� QXPHURXV� JRYHUQPHQWDO� ERGLHV�� )DLOXUH� WR�PDLQWDLQ� RU� UHQHZ�
QHFHVVDU\�SHUPLWV��SURGXFW�UHJLVWUDWLRQV��OLFHQVHV�RU�DSSURYDOV��RU�
WR�FRPSO\�ZLWK�UHTXLUHG�VWDQGDUGV��FRXOG�KDYH�DQ�DGYHUVH�HIIHFW�RQ�
RXU�UHVXOWV�RI�RSHUDWLRQV�DQG�ILQDQFLDO�FRQGLWLRQ�
3URGXFWV� WKDW�ZH�PDQXIDFWXUH�� VRXUFH�� GLVWULEXWH� RU�PDUNHW�PXVW�
FRPSO\�ZLWK�UHJXODWRU\�UHTXLUHPHQWV��1RQFRPSOLDQFH�RU�FRQFHUQV�
RYHU� QRQFRPSOLDQFH� PD\� UHVXOW� LQ� VXVSHQVLRQ� RI� RXU� DELOLW\� WR�
GLVWULEXWH��LPSRUW�RU�PDQXIDFWXUH�SURGXFWV��SURGXFW�EDQV��UHFDOOV�RU�
VHL]XUHV�RU�FULPLQDO�RU�FLYLO�VDQFWLRQV��ZKLFK��LQ�WXUQ��FRXOG�UHVXOW�LQ�
SURGXFW� OLDELOLW\� FODLPV� DQG� ODZVXLWV�� LQFOXGLQJ� FODVV� DFWLRQV�� ,Q�
DGGLWLRQ�� LW�FDQ�EH�FRVWO\�DQG�WLPH�FRQVXPLQJ�WR�REWDLQ�UHJXODWRU\�
DSSURYDOV�RU�SURGXFW�UHJLVWUDWLRQV�WR�PDUNHW�D�PHGLFDO�GHYLFH��DQG�
VXFK�DSSURYDOV�RU�UHJLVWUDWLRQV�PLJKW�QRW�EH�JUDQWHG�RQ�D�WLPHO\�EDVLV��
LI�DW�DOO��
:H�DUH�UHTXLUHG�WR�FRPSO\�ZLWK�ODZV�UHODWLQJ�WR�KHDOWKFDUH�IUDXG�DQG�
DEXVH��7KH�UHTXLUHPHQWV�RI�WKHVH�ODZV�DUH�FRPSOH[�DQG�VXEMHFW�WR�
YDU\LQJ�LQWHUSUHWDWLRQV��DQG�LW�LV�SRVVLEOH�WKDW�UHJXODWRU\�DXWKRULWLHV�
FRXOG�FKDOOHQJH�RXU�SROLFLHV�DQG�SUDFWLFHV��,I�ZH�IDLO�WR�FRPSO\�ZLWK�
WKHVH� ODZV�� ZH� FRXOG� EH� VXEMHFW� WR� IHGHUDO� RU� VWDWH� JRYHUQPHQW�
LQYHVWLJDWLRQV� RU� TXL� WDP DFWLRQV� �IDOVH� FODLPV� FDVHV� LQLWLDWHG� E\�
SULYDWH� SDUWLHV� SXUSRUWLQJ� WR� DFW� RQ� EHKDOI� RI� IHGHUDO� RU� VWDWH�
JRYHUQPHQWV��� ZKLFK� FRXOG� UHVXOW� LQ� FLYLO� RU� FULPLQDO� VDQFWLRQV��
LQFOXGLQJ�WKH�ORVV�RI�OLFHQVHV�RU�WKH�DELOLW\�WR�SDUWLFLSDWH�LQ�0HGLFDUH��
0HGLFDLG� DQG�RWKHU� IHGHUDO� DQG� VWDWH� KHDOWKFDUH�SURJUDPV��6XFK�
VDQFWLRQV� DQG� GDPDJHV� FRXOG� DGYHUVHO\� DIIHFW� RXU� UHVXOWV� RI�
RSHUDWLRQV�DQG�ILQDQFLDO�FRQGLWLRQ�
2XU� &DUGLQDO� +HDOWK� DW� +RPH� EXVLQHVV� DQG� D� IHZ� RI� RXU� RWKHU�
EXVLQHVVHV�DUH�0HGLFDUH�FHUWLILHG�VXSSOLHUV�RU�SDUWLFLSDWH� LQ�VWDWH�
0HGLFDLG�SURJUDPV��,Q�DGGLWLRQ��ZH�PDQXIDFWXUH�SKDUPDFHXWLFDO�DQG�
PHGLFDO� SURGXFWV� DQG� UHSDFNDJH� SKDUPDFHXWLFDOV� WKDW� DUH�
SXUFKDVHG�WKURXJK�IHGHUDO�RU�VWDWH�KHDOWKFDUH�SURJUDPV��)DLOXUH�WR�
FRPSO\�ZLWK�DSSOLFDEOH�VWDQGDUGV�DQG�UHJXODWLRQV�FRXOG�UHVXOW�LQ�FLYLO�
RU�FULPLQDO�VDQFWLRQV��LQFOXGLQJ�WKH�ORVV�RI�RXU�DELOLW\�WR�SDUWLFLSDWH�LQ�
0HGLFDUH��0HGLFDLG�DQG�RWKHU�IHGHUDO�DQG�VWDWH�KHDOWKFDUH�SURJUDPV�
2XU� JRYHUQPHQW� FRQWUDFWV� DUH� VXEMHFW� WR� VSHFLILF� SURFXUHPHQW�
UHJXODWLRQV��)DLOXUH�WR�FRPSO\�ZLWK�DSSOLFDEOH�UXOHV�RU�UHJXODWLRQV�RU�
ZLWK� FRQWUDFWXDO� RU� RWKHU� UHTXLUHPHQWV� PD\� UHVXOW� LQ� PRQHWDU\�
GDPDJHV�DQG�FULPLQDO�RU�FLYLO�SHQDOWLHV�DV�ZHOO�DV�WHUPLQDWLRQ�RI�RXU�
JRYHUQPHQW� FRQWUDFWV� RU� RXU� VXVSHQVLRQ� RU� GHEDUPHQW� IURP�
JRYHUQPHQW�FRQWUDFW�ZRUN�



5LVN�)DFWRUV

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

:H� FROOHFW�� KDQGOH� DQG� PDLQWDLQ� SDWLHQW�LGHQWLILDEOH� KHDOWK�
LQIRUPDWLRQ�DQG�RWKHU�VHQVLWLYH�SHUVRQDO�DQG�ILQDQFLDO�LQIRUPDWLRQ��
ZKLFK�DUH�VXEMHFW�WR�IHGHUDO��VWDWH�DQG�IRUHLJQ�ODZV�WKDW�UHJXODWH�WKH�
XVH�DQG�GLVFORVXUH�RI�VXFK�LQIRUPDWLRQ��5HJXODWLRQV�FXUUHQWO\�LQ�SODFH�
FRQWLQXH�WR�HYROYH��DQG�QHZ�ODZV�LQ�WKLV�DUHD�FRXOG�IXUWKHU�UHVWULFW�
RXU� DELOLW\� WR� FROOHFW�� KDQGOH� DQG� PDLQWDLQ� SHUVRQDO� RU� SDWLHQW�
LQIRUPDWLRQ��RU�FRXOG�UHTXLUH�XV�WR�LQFXU�DGGLWLRQDO�FRPSOLDQFH�FRVWV��
HLWKHU� RI� ZKLFK� FRXOG� KDYH� DQ� DGYHUVH� LPSDFW� RQ� RXU� UHVXOWV� RI�
RSHUDWLRQV��9LRODWLRQV�RI� IHGHUDO�� VWDWH�RU� IRUHLJQ� ODZV�FRQFHUQLQJ�
SULYDF\� DQG� GDWD� SURWHFWLRQ� FRXOG� VXEMHFW� XV� WR� FLYLO� RU� FULPLQDO�
SHQDOWLHV��EUHDFK�RI�FRQWUDFW�FODLPV��FRVWV�IRU�UHPHGLDWLRQ�DQG�KDUP�
WR�RXU�UHSXWDWLRQ�
7KH�8�6�� IHGHUDO�JRYHUQPHQW��PRVW�8�6��VWDWHV�DQG�PDQ\�IRUHLJQ�
FRXQWULHV�KDYH�DQWLWUXVW�ODZV�WKDW�SURKLELW�FHUWDLQ�W\SHV�RI�FRQGXFW�
GHHPHG�WR�EH�DQWL�FRPSHWLWLYH��9LRODWLRQV�RI�DQWLWUXVW�ODZV�FDQ�UHVXOW�
LQ�YDULRXV�VDQFWLRQV�� LQFOXGLQJ�FULPLQDO�DQG�FLYLO�SHQDOWLHV��3ULYDWH�
SODLQWLIIV�DOVR�FRXOG�EULQJ�FLYLO�ODZVXLWV�DJDLQVW�XV�LQ�WKH�8QLWHG�6WDWHV�
IRU� DOOHJHG� DQWLWUXVW� ODZ� YLRODWLRQV�� LQFOXGLQJ� FODLPV� IRU� WUHEOH�
GDPDJHV�
2XU�JOREDO�RSHUDWLRQV�DUH�UHTXLUHG�WR�FRPSO\�ZLWK�WKH�8�6��)RUHLJQ�
&RUUXSW�3UDFWLFHV�$FW��&KLQHVH�DQWL�FRUUXSWLRQ�ODZV��WKH�8�.��%ULEHU\�
$FW�DQG�VLPLODU�DQWL�EULEHU\�ODZV�LQ�RWKHU�MXULVGLFWLRQV�DQG�8�6��DQG�
IRUHLJQ�H[SRUW�FRQWURO��WUDGH�HPEDUJR�DQG�FXVWRPV�ODZV��,I�ZH�IDLO�WR�
FRPSO\� ZLWK� DQ\� RI� WKHVH� ODZV�� ZH� FRXOG� VXIIHU� FLYLO� RU� FULPLQDO�
VDQFWLRQV�
2XU� &KLQD� RSHUDWLRQV� DUH� VXEMHFW� WR� QDWLRQDO�� UHJLRQDO� DQG� ORFDO�
UHJXODWLRQV��7KH�UHJXODWRU\�HQYLURQPHQW� LQ�&KLQD� LV�HYROYLQJ��DQG�
RIILFLDOV� LQ� WKH� &KLQHVH� JRYHUQPHQW� H[HUFLVH� EURDG� GLVFUHWLRQ� LQ�
GHFLGLQJ�KRZ�WR�LQWHUSUHW�DQG�DSSO\�UHJXODWLRQV��,W�LV�SRVVLEOH�WKDW�WKH�
&KLQHVH�JRYHUQPHQW
V�FXUUHQW�RU�IXWXUH�LQWHUSUHWDWLRQ�DQG�DSSOLFDWLRQ�
RI� H[LVWLQJ� RU� QHZ� UHJXODWLRQV� ZLOO� QHJDWLYHO\� LPSDFW� RXU� &KLQD�
RSHUDWLRQV�� UHVXOW� LQ� UHJXODWRU\� LQYHVWLJDWLRQV� RU� OHDG� WR� ILQHV� RU�
SHQDOWLHV�
7KH� DFTXLVLWLRQ� RI� &RUGLV� VLJQLILFDQWO\� H[SDQGHG� WKH� QXPEHU� RI�
FRXQWULHV�LQ�ZKLFK�ZH�VHOO�SURGXFWV�GLUHFWO\��:H�DUH�UHTXLUHG�WR�FRPSO\�
ZLWK�WKH�UHJXODWRU\�UHTXLUHPHQWV�RI�HDFK�RI�WKHVH�FRXQWULHV��LQFOXGLQJ�
UHTXLUHPHQWV�UHODWHG�WR�SURGXFW�UHJLVWUDWLRQV�DQG�OLFHQVLQJ�RI�PHGLFDO�
GHYLFHV��$GGLWLRQDOO\��DV�D�UHVXOW�RI�WKH�&RUGLV�DFTXLVLWLRQ��ZH�QRZ�
PDQXIDFWXUH�DQG�GLVWULEXWH�D�JUHDWHU�QXPEHU�RI�SURGXFWV� WKDW�DUH�
LPSODQWHG� LQ� WKH� KXPDQ� ERG\�� VXEMHFWLQJ� XV� WR� PRUH� FRPSOH[�
UHJXODWLRQV�ZLWKLQ�WKH�8QLWHG�6WDWHV�DQG�LQ�WKH�IRUHLJQ�FRXQWULHV�LQ�
ZKLFK�&RUGLV�RSHUDWHV��,I�ZH�IDLO�WR�FRPSO\�ZLWK�DQ\�RI�WKHVH�ODZV��
ZH�FRXOG�VXIIHU�FLYLO�RU�FULPLQDO�VDQFWLRQV�
&96�+HDOWK� LV� D� ODUJH� FXVWRPHU� WKDW� JHQHUDWHV� D� VLJQLILFDQW�
DPRXQW�RI�RXU�UHYHQXH�
2XU� VDOHV� DQG� FUHGLW� FRQFHQWUDWLRQ� LV� VLJQLILFDQW�� &96� +HDOWK�
DFFRXQWHG�IRU����SHUFHQW RI�RXU�ILVFDO����� UHYHQXH�DQG����SHUFHQW
RI�RXU�JURVV�WUDGH�UHFHLYDEOH�EDODQFH�DW�-XQH�����������,I�&96�+HDOWK�
ZHUH�WR�WHUPLQDWH�RXU�DJUHHPHQWV�ZLWK�WKHP�GXH�WR�DQ�DOOHJHG�GHIDXOW�
E\�XV��GHIDXOW�LQ�SD\PHQW�RU�VLJQLILFDQWO\�UHGXFH�LWV�SXUFKDVHV�RI�RXU�
SURGXFWV� DQG� VHUYLFHV�� RXU� UHVXOWV� RI� RSHUDWLRQV� DQG� ILQDQFLDO�
FRQGLWLRQ�FRXOG�EH�DGYHUVHO\�DIIHFWHG��

:H� FRXOG� EH� VXEMHFW� WR� DGYHUVH� FKDQJHV� LQ� WKH� WD[� ODZV� RU�
FKDOOHQJHV�WR�RXU�WD[�SRVLWLRQV�
:H�DUH�D�ODUJH�PXOWLQDWLRQDO�FRUSRUDWLRQ�ZLWK�RSHUDWLRQV�LQ�WKH�8QLWHG�
6WDWHV�DQG�PDQ\�IRUHLJQ�FRXQWULHV��$V�D�UHVXOW��ZH�DUH�VXEMHFW�WR�WKH�
WD[�ODZV�RI�PDQ\�MXULVGLFWLRQV��
)URP�WLPH�WR�WLPH��OHJLVODWLYH�LQLWLDWLYHV�DUH�SURSRVHG�LQ�WKH�8QLWHG�
6WDWHV� DQG� RWKHU� MXULVGLFWLRQV� LQ� ZKLFK� ZH� RSHUDWH� WKDW� FRXOG�
DGYHUVHO\�DIIHFW�RXU�WD[�SRVLWLRQV��HIIHFWLYH�WD[�UDWH��WD[�SD\PHQWV�RU�
ILQDQFLDO�FRQGLWLRQ��([DPSOHV�RI�VXFK�LQLWLDWLYHV�LQFOXGH�WKH�UHSHDO�RI�
WKH�/,)2��ODVW�LQ��ILUVW�RXW��PHWKRG�RI�LQYHQWRU\�DFFRXQWLQJ�IRU�LQFRPH�
WD[� SXUSRVHV�� D� FKDQJH� LQ� WKH� FXUUHQW�8�6�� WD[DWLRQ� WUHDWPHQW� RI�
LQFRPH� IURP� IRUHLJQ� RSHUDWLRQV�� WKH� HVWDEOLVKPHQW� RU� LQFUHDVH� LQ�
WD[DWLRQ� DW� WKH� 8�6�� VWDWH� OHYHO� RQ� WKH� EDVLV� RI� JURVV� UHYHQXHV��
UHFRPPHQGDWLRQV� RI� WKH� EDVH� HURVLRQ� DQG� SURILW� VKLIWLQJ� SURMHFW�
XQGHUWDNHQ� E\� WKH� 2UJDQL]DWLRQ� IRU� (FRQRPLF� &RRSHUDWLRQ� DQG�
'HYHORSPHQW� DQG� WKH� (XURSHDQ� &RPPLVVLRQ¶V� LQYHVWLJDWLRQ� LQWR�
LOOHJDO�VWDWH�DLG�
7D[� ODZV� DUH� FRPSOH[� DQG� VXEMHFW� WR� YDU\LQJ� LQWHUSUHWDWLRQV��7D[�
DXWKRULWLHV� KDYH� FKDOOHQJHG� VRPH� RI� RXU� WD[� SRVLWLRQV� DQG� LW� LV�
SRVVLEOH� WKDW� WKH\� ZLOO� FKDOOHQJH� RWKHUV�� 7KHVH� FKDOOHQJHV� PD\�
DGYHUVHO\� DIIHFW� RXU� HIIHFWLYH� WD[� UDWH�� WD[� SD\PHQWV� RU� ILQDQFLDO�
FRQGLWLRQ�
7KH�8�6�� KHDOWKFDUH� HQYLURQPHQW� LV� FKDQJLQJ� LQ�PDQ\�ZD\V��
VRPH�RI�ZKLFK�PD\�QRW�EH�IDYRUDEOH�WR�XV�
7KH� 8�6�� KHDOWKFDUH� LQGXVWU\� FRQWLQXHV� WR� XQGHUJR� VLJQLILFDQW�
FKDQJHV�GHVLJQHG�WR�LQFUHDVH�DFFHVV�WR�PHGLFDO�FDUH��LPSURYH�VDIHW\�
DQG� SDWLHQW� RXWFRPHV�� FRQWDLQ� FRVWV� DQG� LQFUHDVH� HIILFLHQFLHV��
0HGLFDUH� DQG� 0HGLFDLG� UHLPEXUVHPHQW� OHYHOV� KDYH� JHQHUDOO\�
GHFOLQHG�DQG�WKH�EDVLV�IRU�SD\PHQWV�LV�FKDQJLQJ��VKLIWLQJ�DZD\�IURP�
WKH�WUDGLWLRQDO�IHH�IRU�VHUYLFH�PRGHO�WRZDUGV�YDOXH�EDVHG�SD\PHQWV�
DQG�ULVN�VKDULQJ�PRGHOV��7KH�8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�
6HUYLFHV� KDV� VHW� D� JRDO� RI� W\LQJ� ��� SHUFHQW� RI� 0HGLFDUH�
UHLPEXUVHPHQWV�WR�DOWHUQDWLYH�SD\PHQW�PRGHOV�E\�WKH�HQG�RI�������
7KH�XVH�RI�PDQDJHG�FDUH�KDV�LQFUHDVHG��'LVWULEXWRUV��PDQXIDFWXUHUV��
KHDOWKFDUH� SURYLGHUV�� LQVXUHUV� DQG� SKDUPDF\� FKDLQV� KDYH�
FRQVROLGDWHG�DQG�KDYH�IRUPHG�VWUDWHJLF�DOOLDQFHV��/DUJH�SXUFKDVLQJ�
JURXSV�DUH�DOVR�SUHYDOHQW��7KH�LQGXVWU\�LV�H[SHULHQFLQJ�D�VKLIW�DZD\�
IURP�WUDGLWLRQDO�KHDOWKFDUH�YHQXHV�OLNH�KRVSLWDOV�DQG�LQWR�FOLQLFV�DQG�
SK\VLFLDQ�RIILFHV��DQG��LQ�VRPH�FDVHV��SDWLHQWV¶ KRPHV��:H�FRXOG�EH�
DGYHUVHO\�DIIHFWHG�GLUHFWO\�RU�LQGLUHFWO\��LI�RXU�FXVWRPHUV�RU�VXSSOLHUV�
DUH�DGYHUVHO\�DIIHFWHG��E\�WKHVH�DQG�RWKHU�FKDQJHV�LQ�WKH�GHOLYHU\��
SULFLQJ� RU� XWLOL]DWLRQ� RI�� RU� UHLPEXUVHPHQW� IRU�� SKDUPDFHXWLFDOV��
PHGLFDO�SURGXFWV�RU�KHDOWKFDUH�VHUYLFHV�
&RQVROLGDWLRQ�LQ�WKH�KHDOWKFDUH�LQGXVWU\�PD\�QHJDWLYHO\�LPSDFW�
RXU�UHVXOWV�RI�RSHUDWLRQV�
,Q�UHFHQW�\HDUV��WKH�KHDOWKFDUH�LQGXVWU\�KDV�FRQWLQXHG�WR�FRQVROLGDWH��
0DQXIDFWXUHUV� DUH� FRPELQLQJ�� ZKLFK� PD\� OHDYH� XV� OHVV� DEOH� WR�
QHJRWLDWH�RXU�VHUYLFH�IHHV�ZLWK�WKHP��6RPH�RI�RXU�FXVWRPHUV�DOVR�
DUH�FRQVROLGDWLQJ��FUHDWLQJ�ODUJHU�HQWHUSULVHV�ZLWK�JUHDWHU�QHJRWLDWLQJ�
SRZHU��&XVWRPHU�FRQVROLGDWLRQV�DOVR�FRXOG�UHVXOW�LQ�WKH�SRVVLEOH�ORVV�
RI�D�FXVWRPHU�ZKHUH�WKH�FRPELQHG�HQWHUSULVH�VHOHFWV�RQH�GLVWULEXWRU�
IURP� WZR� LQFXPEHQWV��:H� H[SHFW� WKLV� FRQVROLGDWLRQ� WUHQG� DPRQJ�
PDQXIDFWXUHUV�DQG�FXVWRPHUV� WR�FRQWLQXH��ZKLFK�FRXOG�DGYHUVHO\�
DIIHFW�RXU�UHVXOWV�RI�RSHUDWLRQV�
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2XU�EXVLQHVV�DQG�RSHUDWLRQV�GHSHQG�RQ�WKH�SURSHU�IXQFWLRQLQJ�
RI� LQIRUPDWLRQ� V\VWHPV�� FULWLFDO� IDFLOLWLHV� DQG� GLVWULEXWLRQ�
QHWZRUNV�� 2XU� EXVLQHVV� FRXOG� EH� DGYHUVHO\� DIIHFWHG� LI� ZH�
H[SHULHQFH�D�F\EHU�DWWDFN�RU�RWKHU�V\VWHPV�EUHDFK�
:H� UHO\� RQ� RXU� LQIRUPDWLRQ� V\VWHPV� WR� REWDLQ�� UDSLGO\� SURFHVV��
DQDO\]H�DQG�PDQDJH�GDWD�WR�
�� IDFLOLWDWH� WKH� SXUFKDVH� DQG� GLVWULEXWLRQ� RI� LQYHQWRU\� LWHPV� IURP�

QXPHURXV�GLVWULEXWLRQ�FHQWHUV�
�� UHFHLYH��SURFHVV�DQG�VKLS�RUGHUV�RQ�D�WLPHO\�EDVLV�
�� PDQDJH� WKH� DFFXUDWH� ELOOLQJ� DQG� FROOHFWLRQV� IRU� WKRXVDQGV� RI�

FXVWRPHUV�
�� SURFHVV�SD\PHQWV�WR�VXSSOLHUV�
�� IDFLOLWDWH� WKH�PDQXIDFWXULQJ�DQG�DVVHPEO\�RI�PHGLFDO�SURGXFWV��

DQG
�� JHQHUDWH�ILQDQFLDO�LQIRUPDWLRQ�
2XU�EXVLQHVV�DOVR�GHSHQGV�RQ�WKH�SURSHU�IXQFWLRQLQJ�RI�RXU�FULWLFDO�
IDFLOLWLHV��LQFOXGLQJ�RXU�QDWLRQDO�ORJLVWLFV�FHQWHU��DQG�RXU�GLVWULEXWLRQ�
QHWZRUNV��2XU�UHVXOWV�RI�RSHUDWLRQV�FRXOG�EH�DGYHUVHO\�DIIHFWHG�LI�
�� RXU�LQIRUPDWLRQ�V\VWHPV��FULWLFDO�IDFLOLWLHV�RU�GLVWULEXWLRQ�QHWZRUNV��

RU�RXU�FXVWRPHUV
�DFFHVV�WR�WKHVH�V\VWHPV��IDFLOLWLHV�RU�QHWZRUNV��
DUH�GLVUXSWHG�

�� RXU�LQIRUPDWLRQ�V\VWHPV��FULWLFDO�IDFLOLWLHV�RU�GLVWULEXWLRQ�QHWZRUNV�
DUH�GDPDJHG��RU�

�� RXU�LQIRUPDWLRQ�V\VWHPV��FULWLFDO�IDFLOLWLHV�RU�GLVWULEXWLRQ�QHWZRUNV�
IDLO��

ZKHWKHU�GXH�WR�SK\VLFDO�GLVUXSWLRQV��VXFK�DV�ILUH��QDWXUDO�GLVDVWHU��
SDQGHPLF�RU�SRZHU�RXWDJH��RU�GXH�WR�F\EHU�VHFXULW\�LQFLGHQWV�RU�RWKHU�
DFWLRQV�RI�WKLUG�SDUWLHV��LQFOXGLQJ�WHUURULVP�RU�ODERU�VWULNHV�
7KH�3KDUPDFHXWLFDO� VHJPHQW� LV� LQ�D�PXOWL�\HDU�SURMHFW� WR� UHSODFH�
FHUWDLQ�RI�LWV�ILQDQFH�DQG�RSHUDWLQJ�LQIRUPDWLRQ�V\VWHPV��,I�WKHVH�QHZ�
V\VWHPV�DUH�QRW�HIIHFWLYHO\� LPSOHPHQWHG�RU�WKH\�IDLO� WR�RSHUDWH�DV�
LQWHQGHG�� LW� FRXOG� DGYHUVHO\� DIIHFW� WKH� 3KDUPDFHXWLFDO� VHJPHQW¶V�
VXSSO\� FKDLQ� RSHUDWLRQV� DQG� RXU� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO�
UHSRUWLQJ��,Q�DGGLWLRQ��IURP�WLPH�WR�WLPH��RWKHU�EXVLQHVVHV�SHUIRUP�
EXVLQHVV�SURFHVV�LPSURYHPHQWV�RU�LQIUDVWUXFWXUH�PRGHUQL]DWLRQV�RU�
PD\�XVH�WKLUG�SDUW\�VHUYLFH�SURYLGHUV�IRU�NH\�V\VWHPV�DQG�SURFHVVHV��
VXFK�DV�RUGHU�WR�FDVK��FXVWRPHU�VHUYLFH�DQG�DFFRXQWV�SD\DEOH��,I�
DQ\�RI�WKHVH�LQLWLDWLYHV�DUH�QRW�VXFFHVVIXOO\�RU�HIILFLHQWO\�LPSOHPHQWHG�
RU�PDLQWDLQHG�� WKH\� FRXOG� DGYHUVHO\� DIIHFW� RXU� EXVLQHVV� DQG� RXU�
LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�
2XU�EXVLQHVV�UHOLHV�RQ�WKH�VHFXUH�WUDQVPLVVLRQ��VWRUDJH�DQG�KRVWLQJ�
RI�SDWLHQW�LGHQWLILDEOH�KHDOWK� LQIRUPDWLRQ�� ILQDQFLDO� LQIRUPDWLRQ�DQG�
RWKHU�VHQVLWLYH�LQIRUPDWLRQ�UHODWLQJ�WR�RXU�FXVWRPHUV��FRPSDQ\�DQG�
ZRUNIRUFH��:H�KDYH�SURJUDPV�LQ�SODFH�WR�GHWHFW��FRQWDLQ�DQG�UHVSRQG�
WR�LQIRUPDWLRQ�VHFXULW\�LQFLGHQWV��+RZHYHU��EHFDXVH�WKH�WHFKQLTXHV�
XVHG�WR�REWDLQ�XQDXWKRUL]HG�DFFHVV��GLVDEOH�RU�GHJUDGH�VHUYLFH�RU�
VDERWDJH�V\VWHPV�FKDQJH�IUHTXHQWO\�DQG�PD\�EH�GLIILFXOW�WR�GHWHFW�
IRU� ORQJ� SHULRGV� RI� WLPH�� ZH� PD\� EH� XQDEOH� WR� DQWLFLSDWH� WKHVH�
WHFKQLTXHV� RU� WR� LPSOHPHQW� DGHTXDWH� SUHYHQWDWLYH� PHDVXUHV�� ,Q�
DGGLWLRQ��KDUGZDUH��VRIWZDUH�RU�DSSOLFDWLRQV�ZH�GHYHORS�RU�SURFXUH�
IURP�WKLUG�SDUWLHV�PD\�FRQWDLQ�GHIHFWV�LQ�GHVLJQ�RU�PDQXIDFWXUH�RU�
RWKHU� SUREOHPV� WKDW� FRXOG� XQH[SHFWHGO\� FRPSURPLVH� LQIRUPDWLRQ�

VHFXULW\��8QDXWKRUL]HG�SDUWLHV�PD\�DOVR�DWWHPSW�WR�JDLQ�DFFHVV�WR�
RXU�V\VWHPV�RU�IDFLOLWLHV��RU�WR�WKRVH�RI�WKLUG�SDUWLHV�ZLWK�ZKRP�ZH�GR�
EXVLQHVV�� WKURXJK� IUDXG�� WULFNHU\� RU� RWKHU� IRUPV� RI� GHFHLYLQJ� RXU�
HPSOR\HHV�� FRQWUDFWRUV� RU� YHQGRUV�� $Q\� FRPSURPLVH� RI� RXU�
LQIRUPDWLRQ�V\VWHPV�RU�RI� WKH� LQIRUPDWLRQ�V\VWHPV�RI�D� WKLUG�SDUW\�
ZLWK�ZKRP�ZH�GR�EXVLQHVV��LQFOXGLQJ�XQDXWKRUL]HG�DFFHVV�WR�RU�XVH�
RU�GLVFORVXUH�RI� VHQVLWLYH� LQIRUPDWLRQ�� FRXOG�DGYHUVHO\� LPSDFW�RXU�
RSHUDWLRQV�� UHVXOWV� RI� RSHUDWLRQV� RU� RXU� DELOLW\� WR� VDWLVI\� OHJDO�
UHTXLUHPHQWV��LQFOXGLQJ�WKRVH�OHJDO�UHTXLUHPHQWV�UHODWHG�WR�SDWLHQW�
LGHQWLILDEOH�KHDOWK�LQIRUPDWLRQ�
%HFDXVH�RI�WKH�QDWXUH�RI�RXU�EXVLQHVV��ZH�PD\�EHFRPH�LQYROYHG�
LQ�OHJDO�SURFHHGLQJV�WKDW�FRXOG�DGYHUVHO\�LPSDFW�RXU�FDVK�IORZV�
RU�UHVXOWV�RI�RSHUDWLRQV�
'XH�WR�WKH�QDWXUH�RI�RXU�EXVLQHVVHV��ZKLFK�LQFOXGHV�WKH�PDQXIDFWXUH�
DQG�GLVWULEXWLRQ�RI�KHDOWKFDUH�SURGXFWV��ZH�PD\�IURP�WLPH�WR�WLPH�
EHFRPH� LQYROYHG� LQ�GLVSXWHV�RU� OHJDO�SURFHHGLQJV��7KHVH� LQFOXGH�
FRPPHUFLDO� GLVSXWHV�� JRYHUQPHQW� FRQWUDFW� FRPSOLDQFH� PDWWHUV��
SURGXFW� OLDELOLW\�FODLPV�RU� ODZVXLWV��SDWHQW� LQIULQJHPHQW�FODLPV��TXL�
WDP DFWLRQV�RU�RWKHU�OHJDO�SURFHHGLQJV�
6RPH�RI�WKH�SURGXFWV�WKDW�ZH�PDQXIDFWXUH�RU�GLVWULEXWH�� LQFOXGLQJ�
WKH� FDUGLRYDVFXODU� DQG� HQGRYDVFXODU� SURGXFWV�PDQXIDFWXUHG� DQG�
GLVWULEXWHG�E\�&RUGLV��KDYH�EHHQ�DQG�PD\�LQ�WKH�IXWXUH�EH�DOOHJHG�WR�
FDXVH� SHUVRQDO� LQMXU\�� VXEMHFWLQJ� XV� WR� SURGXFW� OLDELOLW\� FODLPV��
$OWKRXJK�ZH�PDLQWDLQ�SURGXFW�OLDELOLW\�LQVXUDQFH�IRU�PDQ\�SURGXFWV�
WKDW�ZH�PDQXIDFWXUH��WKHUH�DUH�VXEVWDQWLDO�VHOI�LQVXUHG�UHWHQWLRQV��
FRQGLWLRQV�RU�H[FOXVLRQV��7KHUH�DUH�QR�JXDUDQWHHV�WKDW�ZH�FDQ�REWDLQ�
SURGXFW�OLDELOLW\�LQVXUDQFH�IRU�D�SDUWLFXODU�SURGXFW�ZH�PDQXIDFWXUH�RU�
LI�ZH�GR�REWDLQ�LQVXUDQFH��WKH�DPRXQW�PDLQWDLQHG�ZRXOG�EH�DGHTXDWH�
WR�FRYHU�DQ\�RU�DOO�FXUUHQW�RU�IXWXUH�FODLPV�VHWWOHPHQWV�RU�MXGJPHQWV��
:KHUH� ZH� VHOI�LQVXUH�� ZH� HVWDEOLVK� UHVHUYHV� EDVHG� RQ� DFWXDULDO�
PHWKRGRORJLHV�DQG�KLVWRULFDO�ORVV�WUHQGV��+RZHYHU��DQ\�VHWWOHPHQW�
RU�MXGJPHQW�LQ�H[FHVV�RI�RXU�LQVXUDQFH�OLPLWV�RU�WKDW�LV�QRW�RWKHUZLVH�
FRYHUHG�FRXOG�DGYHUVHO\�DIIHFW�RXU�UHVXOWV�RI�RSHUDWLRQV�DQG�ILQDQFLDO�
FRQGLWLRQ�
2XU�PDQXIDFWXULQJ�EXVLQHVVHV�RSHUDWH�LQ�DQ�LQGXVWU\�FKDUDFWHUL]HG�
E\�H[WHQVLYH�LQWHOOHFWXDO�SURSHUW\�OLWLJDWLRQ��3DWHQW�OLWLJDWLRQ�FDQ�UHVXOW�
LQ�VLJQLILFDQW�GDPDJH�DZDUGV�DQG�LQMXQFWLRQV�WKDW�FRXOG�SUHYHQW�WKH�
PDQXIDFWXUH�DQG�VDOH�RI�DIIHFWHG�SURGXFWV�RU�IRUFH�XV�WR�PDNH�UR\DOW\�
SD\PHQWV�LQ�RUGHU�WR�FRQWLQXH�VHOOLQJ�WKH�DIIHFWHG�SURGXFWV�
/LWLJDWLRQ�LV�LQKHUHQWO\�XQSUHGLFWDEOH��DQG�WKH�XQIDYRUDEOH�UHVROXWLRQ�
RI�RQH�RU�PRUH�RI�WKHVH�OHJDO�SURFHHGLQJV�FRXOG�DGYHUVHO\�DIIHFW�RXU�
FDVK�IORZV�RU�UHVXOWV�RI�RSHUDWLRQV�
$FTXLVLWLRQV�FDQ�KDYH�XQDQWLFLSDWHG�UHVXOWV�
$Q� LPSRUWDQW�HOHPHQW�RI�RXU�JURZWK�VWUDWHJ\�KDV�EHHQ� WR�DFTXLUH�
RWKHU� EXVLQHVVHV� WKDW� H[SDQG� RU� FRPSOHPHQW� RXU� H[LVWLQJ�
EXVLQHVVHV�� ,Q� ILVFDO� ������ZH�VSHQW������ELOOLRQ WR�DFTXLUH�RWKHU�
EXVLQHVVHV��LQFOXGLQJ������ELOOLRQ�WR�DFTXLUH�+DUYDUG�'UXJ�DQG������
ELOOLRQ�WR�DFTXLUH�&RUGLV��$FTXLVLWLRQV�LQYROYH�ULVNV��ZH�PD\�RYHUSD\�
IRU�D�EXVLQHVV�RU�IDLO�WR�UHDOL]H�WKH�V\QHUJLHV�DQG�RWKHU�EHQHILWV�ZH�
H[SHFW� IURP� WKH� DFTXLVLWLRQ�� RXU�PDQDJHPHQW¶V� DWWHQWLRQ�PD\� EH�
GLYHUWHG�WR�LQWHJUDWLRQ�HIIRUWV��ZH�PD\�IDLO�WR�UHWDLQ�NH\�SHUVRQQHO�RI�
WKH�DFTXLUHG�EXVLQHVV��IXWXUH�GHYHORSPHQWV�PD\�LPSDLU�WKH�YDOXH�RI�
RXU�SXUFKDVHG�JRRGZLOO�RU�LQWDQJLEOH�DVVHWV��ZH�PD\�IDFH�GLIILFXOWLHV�
HVWDEOLVKLQJ�RU�FRPELQLQJ�RSHUDWLRQV�DQG�V\VWHPV��ZH�PD\�DVVXPH�
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OLDELOLWLHV�UHODWHG�WR�OLWLJDWLRQ�RU�RWKHU�OHJDO�SURFHHGLQJV�LQYROYLQJ�WKH�
DFTXLUHG�EXVLQHVV��ZH�PD\�IDFH�FKDOOHQJHV�UHWDLQLQJ�WKH�FXVWRPHUV�
RI�WKH�DFTXLUHG�EXVLQHVV��RU�ZH�PD\�HQFRXQWHU�XQIRUHVHHQ�LQWHUQDO�
FRQWURO��UHJXODWRU\�RU�FRPSOLDQFH�LVVXHV�
:H�GHSHQG�RQ�FHUWDLQ�VXSSOLHUV�WR�PDNH�WKHLU�UDZ�PDWHULDOV�DQG�
SURGXFWV�DYDLODEOH�WR�XV�DQG�DUH�VXEMHFW�WR�IOXFWXDWLRQV�LQ�FRVWV�
RI�UDZ�PDWHULDOV�DQG�SURGXFWV�
:H�GHSHQG�RQ�WKH�DYDLODELOLW\�RI�YDULRXV�FRPSRQHQWV��FRPSRXQGV��
UDZ�PDWHULDOV��LQFOXGLQJ�UDGLRLVRWRSHV��DQG�HQHUJ\�VXSSOLHG�E\�RWKHUV�
IRU� RXU� RSHUDWLRQV�� $Q\� RI� RXU� VXSSOLHU� UHODWLRQVKLSV� FRXOG� EH�
LQWHUUXSWHG� GXH� WR� HYHQWV� EH\RQG� RXU� FRQWURO�� LQFOXGLQJ� QDWXUDO�
GLVDVWHUV��RU� FRXOG�EH� WHUPLQDWHG��$ VXVWDLQHG�VXSSO\� LQWHUUXSWLRQ�
FRXOG�KDYH�DQ�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV�
2XU�PDQXIDFWXULQJ�EXVLQHVVHV�XVH�RLO�EDVHG�UHVLQV��FRWWRQ��ODWH[�DQG�
RWKHU�FRPPRGLWLHV�DV�UDZ�PDWHULDOV�LQ�PDQ\�SURGXFWV��3ULFHV�RI�RLO�
DQG�JDV�DOVR�DIIHFW�RXU�GLVWULEXWLRQ�DQG�WUDQVSRUWDWLRQ�FRVWV��3ULFHV�
RI� WKHVH� FRPPRGLWLHV� DUH� YRODWLOH� DQG� FDQ� IOXFWXDWH� VLJQLILFDQWO\��
FDXVLQJ�RXU�FRVWV�WR�SURGXFH�DQG�GLVWULEXWH�RXU�SURGXFWV�WR�IOXFWXDWH��
'XH�WR�FRPSHWLWLYH�G\QDPLFV�DQG�FRQWUDFWXDO�OLPLWDWLRQV��ZH�PD\�EH�
XQDEOH� WR� SDVV�DORQJ� FRVW� LQFUHDVHV� WKURXJK�KLJKHU� SULFHV�� ,I�ZH�
FDQQRW�IXOO\�RIIVHW�FRVW�LQFUHDVHV�WKURXJK�RWKHU�FRVW�UHGXFWLRQV��RU�
UHFRYHU� WKHVH� FRVWV� WKURXJK� SULFH� LQFUHDVHV� RU� VXUFKDUJHV�� RXU�
UHVXOWV�RI�RSHUDWLRQV�FRXOG�EH�DGYHUVHO\�DIIHFWHG�
2XU� UHVXOWV� RI� RSHUDWLRQV� PD\� VXIIHU� XSRQ� WKH� EDQNUXSWF\��
LQVROYHQF\�� RU� RWKHU� FUHGLW� IDLOXUH� RI� D� FXVWRPHU� WKDW� KDV� D�
VXEVWDQWLDO�DPRXQW�RZHG�WR�XV�
0RVW�RI�RXU�FXVWRPHUV�EX\�SURGXFWV�DQG�VHUYLFHV�IURP�XV�RQ�FUHGLW��
ZKLFK�LV�PDGH�DYDLODEOH�WR�FXVWRPHUV�EDVHG�RQ�RXU�DVVHVVPHQW�RI�
FUHGLWZRUWKLQHVV��7KH�EDQNUXSWF\��LQVROYHQF\�RU�RWKHU�FUHGLW�IDLOXUH�
RI�DQ\�FXVWRPHU� WKDW�KDV�D�VXEVWDQWLDO�DPRXQW�RZHG� WR�XV�FRXOG�
DGYHUVHO\�DIIHFW�RXU�UHVXOWV�RI�RSHUDWLRQV�

2XU�&RUGLV�DFTXLVLWLRQ�LQFUHDVHG�WKH�H[WHQW�RI�RXU�H[SRVXUH�WR�
WKH� HFRQRPLF�� SROLWLFDO� DQG� FXUUHQF\� ULVNV� RI� LQWHUQDWLRQDO�
RSHUDWLRQV�
:H�FRQGXFW�RXU�RSHUDWLRQV�LQ�YDULRXV�UHJLRQV�RI�WKH�ZRUOG�RXWVLGH�RI�
WKH�8QLWHG�6WDWHV��LQFOXGLQJ�1RUWK�$PHULFD��6RXWK�$PHULFD��(XURSH�
DQG�$VLD��7KH�VFRSH�DQG�FRPSOH[LW\�RI�RXU�LQWHUQDWLRQDO�RSHUDWLRQV�
H[SDQGHG�ZLWK� WKH�DFTXLVLWLRQ�RI�&RUGLV� DQG�ZH�PD\� FRQWLQXH� WR�
H[SDQG� RXU� RSHUDWLRQV� RXWVLGH� WKH� 8QLWHG� 6WDWHV�� *OREDO�
GHYHORSPHQWV� FDQ� DIIHFW� RXU� EXVLQHVV� LQ�PDQ\�ZD\V��2XU� JOREDO�
RSHUDWLRQV�DUH�DIIHFWHG�E\�ORFDO�HFRQRPLF�HQYLURQPHQWV��LQFOXGLQJ�
LQIODWLRQ�� UHFHVVLRQ� DQG� FRPSHWLWLRQ�� ,Q� DGGLWLRQ�� ZH� FRQGXFW� RXU�
EXVLQHVV� LQ�8�6�� GROODUV� DQG� YDULRXV� IXQFWLRQDO� FXUUHQFLHV� RI� RXU�
IRUHLJQ�VXEVLGLDULHV��&KDQJHV� LQ� IRUHLJQ�FXUUHQF\�H[FKDQJH� UDWHV�
FRXOG�DGYHUVHO\�DIIHFW�RXU�ILQDQFLDO�UHVXOWV��ZKLFK�DUH�UHSRUWHG�LQ�8�6��
GROODUV��:H�PD\�QRW�EH�DEOH�WR�KHGJH�WR�SURWHFW�XV�DJDLQVW�WKHVH�
H[SRVXUHV�� DQG� DQ\� KHGJHV�PD\� QRW� VXFFHVVIXOO\�PLWLJDWH� WKHVH�
H[SRVXUHV��3ROLWLFDO�FKDQJHV�DOVR�FDQ�GLVUXSW�RXU�JOREDO�RSHUDWLRQV��
DV� ZHOO� DV� RXU� FXVWRPHUV� DQG� VXSSOLHUV�� LQ� D� SDUWLFXODU� ORFDWLRQ��
'LYHUJHQW�RU�XQIDPLOLDU�UHJXODWRU\�V\VWHPV�DQG�ODERU�PDUNHWV�DOVR�
FDQ� LQFUHDVH� WKH� ULVNV� DQG� EXUGHQV� RI� RSHUDWLQJ� LQ� QXPHURXV�
FRXQWULHV��
(FRQRPLF� FRQGLWLRQV� PD\� DGYHUVHO\� DIIHFW� GHPDQG� IRU� RXU�
SURGXFWV�DQG�VHUYLFHV�
'HWHULRUDWLRQ� LQ�JHQHUDO�HFRQRPLF�FRQGLWLRQV� LQ� WKH�8QLWHG�6WDWHV�
DQG�RWKHU�FRXQWULHV�LQ�ZKLFK�ZH�GR�EXVLQHVV�FRXOG�DGYHUVHO\�DIIHFW�
WKH� DPRXQW� RI� SUHVFULSWLRQV� ILOOHG� DQG� WKH� QXPEHU� RI� PHGLFDO�
SURFHGXUHV� XQGHUWDNHQ� DQG�� WKHUHIRUH�� UHGXFH� SXUFKDVHV� RI� RXU�
SURGXFWV�DQG�VHUYLFHV��ZKLFK�FRXOG�DGYHUVHO\�DIIHFW�RXU�UHVXOWV�RI�
RSHUDWLRQV�� ,Q� DGGLWLRQ�� GHWHULRUDWLQJ� HFRQRPLF� FRQGLWLRQV� PD\�
LQFUHDVH� EDQNUXSWFLHV�� LQVROYHQFLHV� RU� RWKHU� FUHGLW� IDLOXUHV� RI�
FXVWRPHUV�RU�VXSSOLHUV��ZKLFK��LI�WKH\�KDYH�D�VXEVWDQWLDO�DPRXQW�RZHG�
WR�XV��DOVR�FRXOG�DGYHUVHO\�DIIHFW�RXU�UHVXOWV�RI�RSHUDWLRQV�



3URSHUWLHV�DQG�/HJDO�3URFHHGLQJV

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

3URSHUWLHV
,Q�WKH�8QLWHG�6WDWHV��DW�-XQH�����������WKH�3KDUPDFHXWLFDO�VHJPHQW�
RSHUDWHG����SULPDU\�SKDUPDFHXWLFDO�GLVWULEXWLRQ� IDFLOLWLHV�DQG�RQH�
QDWLRQDO�ORJLVWLFV�FHQWHU��VL[�VSHFLDOW\�GLVWULEXWLRQ�IDFLOLWLHV� DQG�PRUH�
WKDQ� ���� QXFOHDU� SKDUPDF\� DQG� F\FORWURQ� IDFLOLWLHV� 7KH�0HGLFDO�
VHJPHQW� RSHUDWHG� PRUH� WKDQ� ��� PHGLFDO�VXUJLFDO� GLVWULEXWLRQ��
DVVHPEO\�� PDQXIDFWXULQJ� DQG� RWKHU� RSHUDWLQJ� IDFLOLWLHV�� 2XU� 8�6��
RSHUDWLQJ�IDFLOLWLHV�DUH�ORFDWHG�LQ����VWDWHV�DQG�LQ�3XHUWR�5LFR�
2XWVLGH�WKH�8QLWHG�6WDWHV��DW�-XQH�����������RXU�0HGLFDO�VHJPHQW�
RSHUDWHG�PRUH�WKDQ����IDFLOLWLHV�LQ�&DQDGD��WKH�'RPLQLFDQ�5HSXEOLF��
0DOD\VLD��0DOWD��0H[LFR�DQG�7KDLODQG�WKDW�HQJDJH�LQ�PDQXIDFWXULQJ��
GLVWULEXWLRQ�RU�UHVHDUFK��,Q�DGGLWLRQ��RXU 3KDUPDFHXWLFDO�DQG�0HGLFDO�

VHJPHQWV� XWLOL]HG� YDULRXV� GLVWULEXWLRQ� DQG� SKDUPDF\� IDFLOLWLHV� LQ�
&KLQD��
$W�-XQH�����������ZH�RZQHG�PRUH�WKDQ����RSHUDWLQJ�IDFLOLWLHV�DQG�
OHDVHG� PRUH� WKDQ� ���� RSHUDWLQJ� IDFLOLWLHV� DURXQG� WKH� ZRUOG�� 2XU�
SULQFLSDO�H[HFXWLYH�RIILFHV�DUH�KHDGTXDUWHUHG�LQ�DQ�RZQHG�EXLOGLQJ�
ORFDWHG�DW������&DUGLQDO�3ODFH�LQ�'XEOLQ��2KLR�
:H�FRQVLGHU�RXU�RSHUDWLQJ�SURSHUWLHV�WR�EH�LQ�VDWLVIDFWRU\�FRQGLWLRQ�
DQG�DGHTXDWH� WR�PHHW�RXU�SUHVHQW�QHHGV��+RZHYHU��ZH� UHJXODUO\�
HYDOXDWH�RSHUDWLQJ�SURSHUWLHV�DQG�PD\�PDNH�IXUWKHU�DGGLWLRQV�DQG�
LPSURYHPHQWV�RU�FRQVROLGDWH�ORFDWLRQV�DV�ZH�VHHN�RSSRUWXQLWLHV�WR�
H[SDQG�RU�HQKDQFH�WKH�HIILFLHQF\�RI�RXU�EXVLQHVV�

/HJDO�3URFHHGLQJV
7KH�OHJDO�SURFHHGLQJV�GHVFULEHG�LQ�1RWH�� RI�WKH��1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��DUH�LQFRUSRUDWHG�LQ�WKLV��/HJDO�3URFHHGLQJV��
VHFWLRQ�E\�UHIHUHQFH�



0DUNHW�IRU�5HJLVWUDQW
V�&RPPRQ�(TXLW\
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0DUNHW�IRU�5HJLVWUDQW
V�&RPPRQ�(TXLW\��5HODWHG�6WRFNKROGHU�
0DWWHUV�DQG�,VVXHU�3XUFKDVHV�RI�(TXLW\�6HFXULWLHV�
2XU�FRPPRQ�VKDUHV�DUH�OLVWHG�RQ�WKH�1HZ�<RUN�6WRFN�([FKDQJH�XQGHU�WKH�V\PERO�³&$+�´�7KH�IROORZLQJ�WDEOH�UHIOHFWV�WKH�UDQJH�RI�WKH�UHSRUWHG�
KLJK�DQG�ORZ�FORVLQJ�SULFHV�RI�RXU�FRPPRQ�VKDUHV�DV�UHSRUWHG�RQ�WKH�1HZ�<RUN�6WRFN�([FKDQJH�&RPSRVLWH�7DSH�DQG�WKH�SHU�VKDUH�GLYLGHQGV�
GHFODUHG�IRU�WKH�ILVFDO�\HDUV�HQGHG�-XQH��������� DQG������DQG�SDLG�TXDUWHUO\��,W�DOVR�UHIOHFWV�WKH�UDQJH�RI�WKH�UHSRUWHG�KLJK�DQG�ORZ�FORVLQJ�
SULFHV�RI�RXU�FRPPRQ�VKDUHV�IURP�-XO\�������� WKURXJK�WKH�SHULRG�HQGHG�RQ�-XO\����������DQG�WKH�SHU�VKDUH�GLYLGHQGV�GHFODUHG�IURP�-XO\����
�����WKURXJK�WKH�SHULRG�HQGHG�RQ�$XJXVW� ��������

+LJK /RZ 'LYLGHQGV�'HFODUHG
)LVFDO�����
4XDUWHU�(QGHG�
6HSWHPEHU��������� � ����� � ����� � ������
'HFHPEHU��������� ����� ����� ������
0DUFK��������� ����� ����� ������
-XQH��������� ����� ����� ������

)LVFDO�����
4XDUWHU�(QGHG�
6HSWHPEHU��������� � ����� � ����� � ������
'HFHPEHU��������� ����� ����� ������
0DUFK��������� ����� ����� ������
-XQH��������� ����� ����� ������

)LVFDO����� � ����� � ����� � ������
$W�-XO\����������WKHUH�ZHUH�DSSUR[LPDWHO\������ VKDUHKROGHUV�RI�UHFRUG�RI�RXU�FRPPRQ�VKDUHV�
:H�DQWLFLSDWH�WKDW�ZH�ZLOO�FRQWLQXH�WR�SD\�TXDUWHUO\�FDVK�GLYLGHQGV�LQ�WKH�IXWXUH��7KH�SD\PHQW�DQG�DPRXQW�RI�IXWXUH�GLYLGHQGV�UHPDLQ��KRZHYHU��
ZLWKLQ�WKH�GLVFUHWLRQ�RI�RXU�%RDUG�RI�'LUHFWRUV�DQG�ZLOO�GHSHQG�XSRQ�RXU�IXWXUH�HDUQLQJV��ILQDQFLDO�FRQGLWLRQ��FDSLWDO�UHTXLUHPHQWV�DQG�RWKHU�
IDFWRUV�
,VVXHU�3XUFKDVHV�RI�(TXLW\�6HFXULWLHV

3HULRG
7RWDO�1XPEHURI�6KDUHV3XUFKDVHG���� $YHUDJH�3ULFH�3DLG�SHU6KDUH

7RWDO�1XPEHU�RI�6KDUHV3XUFKDVHGDV�3DUW�RI�3XEOLFO\$QQRXQFHG�3URJUDPV����

$SSUR[LPDWH'ROODU�9DOXH�RI6KDUHV�7KDW�0D\<HW�EH�3XUFKDVHG8QGHU�WKH�3URJUDPV�����LQ�PLOOLRQV�
$SULO����� ��� � ����� ² � ���
0D\����� ��������� ����� ��������� �����
-XQH����� ��������� ����� ��������� �����
7RWDO ��������� � ����� ��������� � �����

���� 5HIOHFWV��������� DQG���� FRPPRQ�VKDUHV�SXUFKDVHG�LQ�$SULO��0D\�DQG�-XQH�������UHVSHFWLYHO\��WKURXJK�D�UDEEL�WUXVW�DV�LQYHVWPHQWV�RI�SDUWLFLSDQWV�LQ�RXU�'HIHUUHG�
&RPSHQVDWLRQ�3ODQ�

���� 2Q�2FWREHU�����������RXU�%RDUG�RI�'LUHFWRUV�DSSURYHG�D������ELOOLRQ�VKDUH�UHSXUFKDVH�SURJUDP�DQG�RQ�$XJXVW����������WKH�%RDUG�RI�'LUHFWRUV�DXWKRUL]HG�DQ�DGGLWLRQDO�
�����ELOOLRQ�XQGHU�WKH�SURJUDP��IRU�D�WRWDO�RI������ELOOLRQ��7KLV�SURJUDP�ZDV�FRPSOHWHG�LQ�-XO\�������2Q�0D\����������RXU�%RDUG�RI�'LUHFWRUV�DOVR�DSSURYHG�D������ELOOLRQ�
VKDUH�UHSXUFKDVH�SURJUDP�WKDW�H[SLUHV�RQ�'HFHPEHU�����������'XULQJ�WKH�WKUHH�PRQWKV�HQGHG�-XQH�����������ZH�UHSXUFKDVHG�����PLOOLRQ FRPPRQ�VKDUHV�XQGHU�WKHVH�
SURJUDPV��:H�UHSXUFKDVHG�DQ�DGGLWLRQDO���PLOOLRQ FRPPRQ�VKDUHV�IURP�-XO\�������� WKURXJK�$XJXVW����������$IWHU�WKHVH�UHSXUFKDVHV��ZH�KDYH������PLOOLRQ DYDLODEOH�
XQGHU�RXU�QHZ�UHSXUFKDVH�SURJUDP�



0DUNHW�IRU�5HJLVWUDQW
V�&RPPRQ�(TXLW\
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)LYH�<HDU�3HUIRUPDQFH�*UDSK
7KH�IROORZLQJ�OLQH�JUDSK�FRPSDUHV�WKH�FXPXODWLYH�WRWDO�UHWXUQ�RI�RXU�FRPPRQ�VKDUHV�ZLWK�WKH�FXPXODWLYH�WRWDO�UHWXUQ�RI�WKH�6WDQGDUG�	�3RRU¶V�
&RPSRVLWH²����6WRFN�,QGH[��WKH��6	3 ����,QGH[���DQG�WKH�6WDQGDUG�	�3RRU
V�&RPSRVLWH²����+HDOWKFDUH�,QGH[��WKH��6	3 ����+HDOWKFDUH�
,QGH[����7KH�OLQH�JUDSK�DVVXPHV��LQ�HDFK�FDVH��DQ�LQLWLDO�LQYHVWPHQW�RI������RQ�-XQH�����������EDVHG�RQ�WKH�PDUNHW�SULFHV�DW�WKH�HQG�RI�HDFK�
ILVFDO�\HDU�WKURXJK�DQG�LQFOXGLQJ�-XQH�����������DQG�UHLQYHVWPHQW�RI�GLYLGHQGV��7KH�6	3����,QGH[�DQG�6	3����+HDOWKFDUH�,QGH[�LQYHVWPHQWV�
DUH�ZHLJKWHG�RQ�WKH�EDVLV�RI�PDUNHW�FDSLWDOL]DWLRQ�DW�WKH�EHJLQQLQJ�RI�HDFK�SHULRG�

-XQH���
���� ���� ���� ���� ���� ����

&DUGLQDO�+HDOWK��,QF� � ������ � ����� � ������ � ������ � ������ � ������
6	3�����,QGH[ ������ ������ ������ ������ ������ ������
6	3�����+HDOWKFDUH�,QGH[ ������ ������ ������ ������ ������ ������
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0DQDJHPHQW�5HSRUWV
(YDOXDWLRQ�RI�'LVFORVXUH�&RQWUROV�DQG�3URFHGXUHV
:H�HYDOXDWHG��ZLWK�WKH�SDUWLFLSDWLRQ�RI�RXU�SULQFLSDO�H[HFXWLYH�RIILFHU�DQG�SULQFLSDO�ILQDQFLDO�RIILFHU��WKH�HIIHFWLYHQHVV�RI�RXU�GLVFORVXUH�
FRQWUROV�DQG�SURFHGXUHV��DV�GHILQHG�LQ�5XOH���D����H��XQGHU�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������WKH��([FKDQJH�$FW����DV�RI�-XQH�����
������%DVHG�RQ�WKLV�HYDOXDWLRQ��RXU�SULQFLSDO�H[HFXWLYH�RIILFHU�DQG�SULQFLSDO�ILQDQFLDO�RIILFHU�KDYH�FRQFOXGHG�WKDW�RXU�GLVFORVXUH�FRQWUROV�
DQG�SURFHGXUHV�ZHUH�HIIHFWLYH�DV�RI�-XQH��������� WR�SURYLGH�UHDVRQDEOH�DVVXUDQFH�WKDW�LQIRUPDWLRQ�UHTXLUHG�WR�EH�GLVFORVHG�LQ�RXU�
UHSRUWV�XQGHU�WKH�([FKDQJH�$FW�LV�UHFRUGHG��SURFHVVHG��VXPPDUL]HG�DQG�UHSRUWHG�ZLWKLQ�WKH�WLPH�SHULRGV�VSHFLILHG�LQ�WKH�6(&�UXOHV�
DQG�IRUPV�DQG�WKDW�VXFK� LQIRUPDWLRQ� LV�DFFXPXODWHG�DQG�FRPPXQLFDWHG�WR�PDQDJHPHQW�DV�DSSURSULDWH�WR�DOORZ�WLPHO\�GHFLVLRQV�
UHJDUGLQJ�UHTXLUHG�GLVFORVXUH�
0DQDJHPHQWȈV�5HSRUW�RQ�,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ
0DQDJHPHQW� LV� UHVSRQVLEOH� IRU�HVWDEOLVKLQJ�DQG�PDLQWDLQLQJ�DGHTXDWH� LQWHUQDO�FRQWURO�RYHU� ILQDQFLDO� UHSRUWLQJ�DV�GHILQHG� LQ�5XOH�
��D����I��XQGHU�WKH�([FKDQJH�$FW��2XU�LQWHUQDO�FRQWURO�V\VWHP�LV�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��%HFDXVH�RI�LWV�LQKHUHQW�OLPLWDWLRQV��LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�PD\�QRW�SUHYHQW�RU�GHWHFW�PLVVWDWHPHQWV��$OVR��
FRQWUROV�GHHPHG�HIIHFWLYH�QRZ�PD\�EHFRPH�LQDGHTXDWH�LQ�WKH�IXWXUH�EHFDXVH�RI�FKDQJHV�LQ�FRQGLWLRQV��RU�EHFDXVH�FRPSOLDQFH�ZLWK�
SROLFLHV�RU�SURFHGXUHV�KDV�GHWHULRUDWHG�RU�EHHQ�FLUFXPYHQWHG�
0DQDJHPHQW�DVVHVVHG�WKH�HIIHFWLYHQHVV�RI�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�-XQH�����������,Q�PDNLQJ�WKLV�DVVHVVPHQW��
PDQDJHPHQW�XVHG� WKH�FULWHULD�HVWDEOLVKHG� LQ� WKH� ,QWHUQDO�&RQWURO�,QWHJUDWHG�)UDPHZRUN� LVVXHG�E\� WKH�&RPPLWWHH�RI�6SRQVRULQJ�
2UJDQL]DWLRQV�RI�WKH�7UHDGZD\�&RPPLVVLRQ�������IUDPHZRUN���WKH�³&262�FULWHULD´���%DVHG�RQ�PDQDJHPHQW¶V�DVVHVVPHQW�DQG�WKH�
&262�FULWHULD��PDQDJHPHQW�EHOLHYHV�WKDW�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�ZDV�HIIHFWLYH�DV�RI�-XQH����������
2XU� LQGHSHQGHQW� UHJLVWHUHG�SXEOLF�DFFRXQWLQJ� ILUP��(UQVW�	�<RXQJ�//3��KDV� LVVXHG�D� UHSRUW�RQ�RXU� LQWHUQDO�FRQWURO�RYHU� ILQDQFLDO�
UHSRUWLQJ��(UQVW�	�<RXQJ�//3¶V�UHSRUW�DSSHDUV�IROORZLQJ�WKLV��0DQDJHPHQW�5HSRUWV��VHFWLRQ�DQG�H[SUHVVHV�DQ�XQTXDOLILHG�RSLQLRQ�RQ�
WKH�HIIHFWLYHQHVV�RI�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�
2Q�2FWREHU����������ZH�FRPSOHWHG�WKH�DFTXLVLWLRQ�RI�&RUGLV��$V�SHUPLWWHG�E\�JXLGHOLQHV�HVWDEOLVKHG�E\�WKH�6(&��PDQDJHPHQW�H[FOXGHG�
&RUGLV�IURP�WKH�VFRSH�RI�LWV�DVVHVVPHQW�RI�WKH�HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�-XQH�����������&RUGLV�
FRQVWLWXWHG���SHUFHQW�DQG����SHUFHQW�RI�RXU�WRWDO�DQG�QHW�DVVHWV��UHVSHFWLYHO\��DV�RI�-XQH��������� DQG�OHVV�WKDQ���SHUFHQW�RI�ERWK�RXU�
UHYHQXH�DQG�RSHUDWLQJ�HDUQLQJV�IRU�WKH�ILVFDO�\HDU�WKHQ�HQGHG�
&KDQJHV�LQ�,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ
7KHUH�ZHUH�QR�FKDQJHV�LQ�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�GXULQJ�WKH�TXDUWHU�HQGHG�-XQH��������� WKDW�KDYH�PDWHULDOO\�
DIIHFWHG��RU�DUH�UHDVRQDEO\�OLNHO\�WR�PDWHULDOO\�DIIHFW��RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�
,PSOHPHQWDWLRQ�RI�1HZ�6RIWZDUH�6\VWHPV
7KH�3KDUPDFHXWLFDO� VHJPHQW� LV� LQ�D�PXOWL�\HDU�SURMHFW� LPSOHPHQWLQJ�D� UHSODFHPHQW�RI�FHUWDLQ� ILQDQFH�DQG�RSHUDWLQJ� LQIRUPDWLRQ�
V\VWHPV��ZKLFK�LV�H[SHFWHG�WR�DIIHFW�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��7KLV�SURMHFW�GLG�QRW�LPSDFW�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�
UHSRUWLQJ�GXULQJ�ILVFDO�������,I�WKHVH�QHZ�V\VWHPV�DUH�QRW�HIIHFWLYHO\�LPSOHPHQWHG�RU�IDLO�WR�RSHUDWH�DV�LQWHQGHG��LW�FRXOG�DGYHUVHO\�
DIIHFW�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�
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�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

5HSRUW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP�RQ�
,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ
7KH�%RDUG�RI�'LUHFWRUV�DQG�6KDUHKROGHUV�RI�&DUGLQDO�+HDOWK��,QF�
:H�KDYH�DXGLWHG�&DUGLQDO�+HDOWK��,QF��DQG�VXEVLGLDULHV
�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�-XQH�����������EDVHG�RQ�FULWHULD�HVWDEOLVKHG�
LQ�,QWHUQDO�&RQWURO�,QWHJUDWHG�)UDPHZRUN�LVVXHG�E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�2UJDQL]DWLRQV�RI�WKH�7UHDGZD\�&RPPLVVLRQ�������IUDPHZRUN��
�WKH�&262�FULWHULD���&DUGLQDO�+HDOWK��,QF��DQG�VXEVLGLDULHV
�PDQDJHPHQW�LV�UHVSRQVLEOH�IRU�PDLQWDLQLQJ�HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�
UHSRUWLQJ��DQG�IRU�LWV�DVVHVVPHQW�RI�WKH�HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LQFOXGHG�LQ�WKH�DFFRPSDQ\LQJ�³0DQDJHPHQW
V�
5HSRUW�RQ�,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ�´�2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKH�FRPSDQ\
V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�
UHSRUWLQJ�EDVHG�RQ�RXU�DXGLW��
:H�FRQGXFWHG�RXU�DXGLW�LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�6WDWHV���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�
$FRPSDQ\
V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LV�D�SURFHVV�GHVLJQHG�WR�SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�WKH�UHOLDELOLW\�RI�ILQDQFLDO�
UHSRUWLQJ�DQG�WKH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�IRU�H[WHUQDO�SXUSRVHV�LQ�DFFRUGDQFH�ZLWK�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��$
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�
$V�LQGLFDWHG�LQ�WKH�DFFRPSDQ\LQJ�³0DQDJHPHQW¶V�5HSRUW�RQ�,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ´��PDQDJHPHQW¶V�DVVHVVPHQW�RI�DQG�
FRQFOXVLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�GLG�QRW�LQFOXGH�WKH�LQWHUQDO�FRQWUROV�RI�&RUGLV��ZKLFK�LV�LQFOXGHG�LQ�
WKH������FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RI�&DUGLQDO�+HDOWK��,QF��DQG�VXEVLGLDULHV�DQG�FRQVWLWXWHG���SHUFHQW�DQG����SHUFHQW�RI�WRWDO�DQG�QHW�
DVVHWV��UHVSHFWLYHO\��DV�RI�-XQH����������DQG�OHVV�WKDQ���SHUFHQW�RI�ERWK�UHYHQXHV�DQG�RSHUDWLQJ�HDUQLQJV�IRU�WKH�\HDU�WKHQ�HQGHG��2XU�DXGLW�
RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�RI�&DUGLQDO�+HDOWK��,QF��DQG�VXEVLGLDULHV�DOVR�GLG�QRW�LQFOXGH�DQ�HYDOXDWLRQ�RI�WKH�LQWHUQDO�FRQWURO�
RYHU�ILQDQFLDO�UHSRUWLQJ�RI�&RUGLV��
,Q�RXU�RSLQLRQ��&DUGLQDO�+HDOWK��,QF� DQG�VXEVLGLDULHV�PDLQWDLQHG��LQ�DOO�PDWHULDO�UHVSHFWV��HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�
RI�-XQH�����������EDVHG�RQ WKH�&262�FULWHULD�
:H�DOVR�KDYH�DXGLWHG��LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�6WDWHV���WKH�FRQVROLGDWHG�
EDODQFH�VKHHWV�RI�&DUGLQDO�+HDOWK��,QF��DQG�VXEVLGLDULHV DV�RI�-XQH��������� DQG����� DQG�WKH�UHODWHG�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV��
FRPSUHKHQVLYH�LQFRPH��VKDUHKROGHUV
�HTXLW\�DQG�FDVK�IORZV�IRU�HDFK�RI�WKH�WKUHH�\HDUV�LQ�WKH�SHULRG�HQGHG�-XQH��������� RI�&DUGLQDO�+HDOWK��
,QF��DQG�VXEVLGLDULHV�DQG�RXU�UHSRUW�GDWHG�$XJXVW��������� H[SUHVVHG�DQ�XQTXDOLILHG�RSLQLRQ�WKHUHRQ�
�V��(UQVW�	�<RXQJ�//3
&ROXPEXV��2KLR
$XJXVW���������
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5HSRUW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP
7KH�%RDUG�RI�'LUHFWRUV�DQG�6KDUHKROGHUV�RI�&DUGLQDO�+HDOWK��,QF�
:H�KDYH�DXGLWHG�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHWV�RI�&DUGLQDO�+HDOWK��,QF��DQG�VXEVLGLDULHV�DV�RI�-XQH��������� DQG�������
DQG�WKH�UHODWHG�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV��FRPSUHKHQVLYH�LQFRPH��VKDUHKROGHUV
�HTXLW\��DQG�FDVK�IORZV�IRU�HDFK�RI�WKH�WKUHH�\HDUV�
LQ� WKH�SHULRG�HQGHG�-XQH�����������2XU�DXGLWV�DOVR� LQFOXGHG�WKH�ILQDQFLDO�VWDWHPHQW�VFKHGXOH� OLVWHG� LQ�WKH�,QGH[�DW� ,WHP����D������7KHVH�
ILQDQFLDO�VWDWHPHQWV�DQG�VFKHGXOH�DUH�WKH�UHVSRQVLELOLW\�RI�WKH�&RPSDQ\
V�PDQDJHPHQW��2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKHVH�
ILQDQFLDO�VWDWHPHQWV�DQG�VFKHGXOH�EDVHG�RQ�RXU�DXGLWV�
:H�FRQGXFWHG�RXU�DXGLWV� LQ�DFFRUGDQFH�ZLWK� WKH�VWDQGDUGV�RI� WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG� �8QLWHG�6WDWHV���7KRVH�
VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�SHUIRUP�WKH�DXGLW� WR�REWDLQ�UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�WKH�ILQDQFLDO�VWDWHPHQWV�DUH�IUHH�RI�
PDWHULDO�PLVVWDWHPHQW��$Q�DXGLW� LQFOXGHV� H[DPLQLQJ�� RQ� D� WHVW� EDVLV�� HYLGHQFH� VXSSRUWLQJ� WKH�DPRXQWV� DQG�GLVFORVXUHV� LQ� WKH� ILQDQFLDO�
VWDWHPHQWV��$Q�DXGLW�DOVR�LQFOXGHV�DVVHVVLQJ�WKH�DFFRXQWLQJ�SULQFLSOHV�XVHG�DQG�VLJQLILFDQW�HVWLPDWHV�PDGH�E\�PDQDJHPHQW��DV�ZHOO�DV�
HYDOXDWLQJ�WKH�RYHUDOO�ILQDQFLDO�VWDWHPHQW�SUHVHQWDWLRQ��:H�EHOLHYH�WKDW�RXU�DXGLWV�SURYLGH�D�UHDVRQDEOH�EDVLV�IRU�RXU�RSLQLRQ�
,Q�RXU�RSLQLRQ��WKH�ILQDQFLDO�VWDWHPHQWV�UHIHUUHG�WR�DERYH�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO�UHVSHFWV��WKH�FRQVROLGDWHG�ILQDQFLDO�SRVLWLRQ�RI�&DUGLQDO�
+HDOWK��,QF��DQG�VXEVLGLDULHV�DW�-XQH��������� DQG�������DQG�WKH�FRQVROLGDWHG�UHVXOWV�RI�WKHLU�RSHUDWLRQV�DQG�WKHLU�FDVK�IORZV�IRU�HDFK�RI�WKH�
WKUHH�\HDUV�LQ�WKH�SHULRG�HQGHG�-XQH�����������LQ�FRQIRUPLW\�ZLWK�8�6��JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�� $OVR��LQ�RXU�RSLQLRQ��WKH�
UHODWHG�ILQDQFLDO�VWDWHPHQW�VFKHGXOH��ZKHQ�FRQVLGHUHG�LQ�UHODWLRQ�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�WDNHQ�DV�D�ZKROH��SUHVHQWV�IDLUO\�LQ�DOO�
PDWHULDO�UHVSHFWV�WKH�LQIRUPDWLRQ�VHW�IRUWK�WKHUHLQ�
:H�DOVR�KDYH�DXGLWHG��LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�6WDWHV���&DUGLQDO�+HDOWK��
,QF��DQG�VXEVLGLDULHV
�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�-XQH�����������EDVHG�RQ�FULWHULD�HVWDEOLVKHG�LQ�,QWHUQDO�&RQWURO�,QWHJUDWHG�
)UDPHZRUN� LVVXHG�E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�2UJDQL]DWLRQV�RI� WKH�7UHDGZD\�&RPPLVVLRQ�������IUDPHZRUN��DQG�RXU�UHSRUW�GDWHG�
$XJXVW��������� H[SUHVVHG�DQ�XQTXDOLILHG�RSLQLRQ�WKHUHRQ�
�V��(UQVW�	�<RXQJ�//3
&ROXPEXV��2KLR
$XJXVW���������
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�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

)LQDQFLDO�6WDWHPHQWV�DQG�6XSSOHPHQWDU\�'DWD�
3DJH

&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�DQG�6FKHGXOH�
&RQVROLGDWHG�6WDWHPHQWV�RI�(DUQLQJV�IRU�WKH�)LVFDO�<HDUV�(QGHG�-XQH����������������DQG�����
&RQVROLGDWHG�6WDWHPHQWV�RI�&RPSUHKHQVLYH�,QFRPH�IRU�WKH�)LVFDO�<HDUV�(QGHG�-XQH����������������DQG�����
&RQVROLGDWHG�%DODQFH�6KHHWV�DW�-XQH����������DQG�����
&RQVROLGDWHG�6WDWHPHQWV�RI�6KDUHKROGHUV¶�(TXLW\�IRU�WKH�)LVFDO�<HDUV�(QGHG�-XQH�����������������DQG�����
&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�)ORZV�IRU�WKH�)LVFDO�<HDUV�(QGHG�-XQH����������������DQG�����
1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

��
��
��
��
��
��



)LQDQFLDO�6WDWHPHQWV

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

&RQVROLGDWHG�6WDWHPHQWV�RI�(DUQLQJV
�LQ�PLOOLRQV��H[FHSW�SHU�FRPPRQ�VKDUH�DPRXQWV� ���� ���� ����
5HYHQXH � ������� � ������� � ������
&RVW�RI�SURGXFWV�VROG ������� ������ ������
*URVV�PDUJLQ ����� ����� �����

2SHUDWLQJ�H[SHQVHV�
'LVWULEXWLRQ��VHOOLQJ��JHQHUDO��DQG�DGPLQLVWUDWLYH�H[SHQVHV ����� ����� �����
5HVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH �� �� ��
$PRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV ��� ��� ���
,PSDLUPHQWV�DQG��JDLQ��ORVV�RQ�GLVSRVDO�RI�DVVHWV��QHW �� ���� ��
/LWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW ���� � ����
2SHUDWLQJ�HDUQLQJV ����� ����� �����

2WKHU��LQFRPH��H[SHQVH��QHW � ��� ����
,QWHUHVW�H[SHQVH��QHW ��� ��� ���
/RVV�RQ�H[WLQJXLVKPHQW�RI�GHEW Ȅ �� ²
(DUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV�EHIRUH�LQFRPH�WD[HV ����� ����� �����

3URYLVLRQ�IRU�LQFRPH�WD[HV ��� ��� ���
(DUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV ����� ����� �����

(DUQLQJV�IURP�GLVFRQWLQXHG�RSHUDWLRQV��QHW�RI�WD[ Ȅ � �
1HW�HDUQLQJV ����� ����� �����

/HVV��1HW�HDUQLQJV�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVWV ��� ² ²
1HW�HDUQLQJV�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF� � ����� � ����� � �����

%DVLF�HDUQLQJV�SHU�FRPPRQ�VKDUH�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF��
&RQWLQXLQJ�RSHUDWLRQV � ���� � ���� � ����
'LVFRQWLQXHG�RSHUDWLRQV Ȅ ���� ����
1HW�EDVLF�HDUQLQJV�SHU�FRPPRQ�VKDUH�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF� � ���� � ���� � ����

'LOXWHG�HDUQLQJV�SHU�FRPPRQ�VKDUH�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF��
&RQWLQXLQJ�RSHUDWLRQV � ���� � ���� � ����
'LVFRQWLQXHG�RSHUDWLRQV Ȅ ���� ����
1HW�GLOXWHG�HDUQLQJV�SHU�FRPPRQ�VKDUH�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF� � ���� � ���� � ����

:HLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV�RXWVWDQGLQJ�
%DVLF ��� ��� ���
'LOXWHG ��� ��� ���

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�VWDWHPHQWV�



)LQDQFLDO�6WDWHPHQWV

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

&RQVROLGDWHG�6WDWHPHQWV�RI�&RPSUHKHQVLYH�,QFRPH
�LQ�PLOOLRQV� ���� ���� ����
1HW�HDUQLQJV � ����� � ����� � �����

2WKHU�FRPSUHKHQVLYH�LQFRPH��ORVV��
)RUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV�DQG�RWKHU ���� ����� �
1HW�XQUHDOL]HG�JDLQ��ORVV��RQ�GHULYDWLYH�LQVWUXPHQWV��QHW�RI�WD[ ���� �� ���
7RWDO�RWKHU�FRPSUHKHQVLYH�LQFRPH��ORVV���QHW�RI�WD[ ���� ���� �

7RWDO�FRPSUHKHQVLYH�LQFRPH � ����� � ����� � �����

/HVV��FRPSUHKHQVLYH�LQFRPH�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVWV ��� Ȅ Ȅ
7RWDO�FRPSUHKHQVLYH�LQFRPH�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF� � ����� � ����� � �����

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�VWDWHPHQWV�



)LQDQFLDO�6WDWHPHQWV

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

&RQVROLGDWHG�%DODQFH�6KHHWV
-XQH���

�LQ�PLOOLRQV� ���� ����
$VVHWV

&XUUHQW�DVVHWV�
&DVK�DQG�HTXLYDOHQWV � ����� � �����
7UDGH�UHFHLYDEOHV��QHW ����� �����
,QYHQWRULHV��QHW ������ �����
3UHSDLG�H[SHQVHV�DQG�RWKHU ����� �����
7RWDO�FXUUHQW�DVVHWV ������ ������

3URSHUW\�DQG�HTXLSPHQW��QHW ����� �����
*RRGZLOO�DQG�RWKHU�LQWDQJLEOHV��QHW ����� �����
2WKHU�DVVHWV ��� ���
7RWDO�DVVHWV � ������ � ������

/LDELOLWLHV��5HGHHPDEOH�1RQFRQWUROOLQJ�,QWHUHVWV��DQG�6KDUHKROGHUVȈ�(TXLW\
&XUUHQW�OLDELOLWLHV�
$FFRXQWV�SD\DEOH � ������ � ������
&XUUHQW�SRUWLRQ�RI�ORQJ�WHUP�REOLJDWLRQV�DQG�RWKHU�VKRUW�WHUP�ERUURZLQJV ��� ���
2WKHU�DFFUXHG�OLDELOLWLHV ����� �����
7RWDO�FXUUHQW�OLDELOLWLHV ������ ������

/RQJ�WHUP�REOLJDWLRQV��OHVV�FXUUHQW�SRUWLRQ ����� �����
'HIHUUHG�LQFRPH�WD[HV�DQG�RWKHU�OLDELOLWLHV ����� �����

5HGHHPDEOH�QRQFRQWUROOLQJ�LQWHUHVWV ��� ²

6KDUHKROGHUVȈ�HTXLW\�
3UHIHUUHG�VKDUHV��ZLWKRXW�SDU�YDOXH�
$XWKRUL]HG²����WKRXVDQG�VKDUHV��,VVXHG²QRQH Ȅ ²

&RPPRQ�VKDUHV��ZLWKRXW�SDU�YDOXH�
$XWKRUL]HG²����PLOOLRQ�VKDUHV��,VVXHG²����PLOOLRQ�VKDUHV�DW�-XQH����������DQG����� ����� �����

5HWDLQHG�HDUQLQJV ����� �����
&RPPRQ�6KDUHV�LQ�WUHDVXU\��DW�FRVW�����PLOOLRQ�VKDUHV�DQG����PLOOLRQ�VKDUHV�DW�-XQH����������DQG�������UHVSHFWLYHO\ ������� �������
$FFXPXODWHG�RWKHU�FRPSUHKHQVLYH�ORVV ����� ����
7RWDO�&DUGLQDO�+HDOWK��,QF��VKDUHKROGHUV
�HTXLW\ ����� �����
1RQFRQWUROOLQJ�LQWHUHVWV �� ²
7RWDO�VKDUHKROGHUVȈ�HTXLW\ ����� �����
7RWDO�OLDELOLWLHV��UHGHHPDEOH�QRQFRQWUROOLQJ�LQWHUHVWV��DQG�VKDUHKROGHUVȈ�HTXLW\ � ������ � ������

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�VWDWHPHQWV�



)LQDQFLDO�6WDWHPHQWV

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

&RQVROLGDWHG�6WDWHPHQWV�RI�6KDUHKROGHUV
�(TXLW\
&RPPRQ�6KDUHV 7UHDVXU\�6KDUHV $FFXPXODWHG2WKHU&RPSUHKHQVLYH,QFRPH��/RVV�

1RQFRQWUROOLQJ,QWHUHVWV
7RWDO6KDUHKROGHUVȈ(TXLW\�LQ�PLOOLRQV� 6KDUHV,VVXHG $PRXQW 5HWDLQHG(DUQLQJV 6KDUHV $PRXQW

%DODQFH�DW�-XQH��������� ��� � ����� � ����� ���� � ������� � �� � ² � �����
1HW�HDUQLQJV ����� �����
2WKHU�FRPSUHKHQVLYH�LQFRPH��QHW�RI�WD[ � �
(PSOR\HH�VWRFN�SODQV�DFWLYLW\��LQFOXGLQJ�WD[LPSDFW�RI�����PLOOLRQ ² �� � ��� ���
7UHDVXU\�VKDUHV�DFTXLUHG ���� ����� �����
'LYLGHQGV�GHFODUHG ����� �����
%DODQFH�DW�-XQH��������� ��� ����� ����� ���� ������� �� ² �����
1HW�HDUQLQJV ����� �����
2WKHU�FRPSUHKHQVLYH�ORVV��QHW�RI�WD[ ���� ����
(PSOR\HH�VWRFN�SODQV�DFWLYLW\��LQFOXGLQJ�WD[LPSDFW�RI�����PLOOLRQ ² �� � ��� ���
7UHDVXU\�VKDUHV�DFTXLUHG ���� ������� �������
'LYLGHQGV�GHFODUHG ����� �����
2WKHU � �
%DODQFH�DW�-XQH��������� ��� ����� ����� ���� ������� ���� ² �����
1HW�HDUQLQJV ����� � �����
2WKHU�FRPSUHKHQVLYH�ORVV��QHW�RI�WD[ ���� ����
3XUFKDVH�RI�QRQFRQWUROOLQJ�LQWHUHVWV ��� ���
(PSOR\HH�VWRFN�SODQV�DFWLYLW\��LQFOXGLQJ�WD[LPSDFW�RI�����PLOOLRQ Ȅ � � ��� ���
7UHDVXU\�VKDUHV�DFTXLUHG ��� ����� �����
'LYLGHQGV�GHFODUHG ����� �����
2WKHU Ȅ �� ��
%DODQFH�DW�-XQH��������� ��� � ����� � ����� ���� � ������� � ����� � �� � �����

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�VWDWHPHQWV�
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&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�)ORZV
�LQ�PLOOLRQV� ���� ���� ����
&DVK�IORZV�IURP�RSHUDWLQJ�DFWLYLWLHV�
1HW�HDUQLQJV � ����� � ����� � �����
(DUQLQJV�IURP�GLVFRQWLQXHG�RSHUDWLRQV��QHW�RI�WD[ Ȅ ��� ���
(DUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV ����� ����� �����

$GMXVWPHQWV�WR�UHFRQFLOH�HDUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV�WR�QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ ��� ��� ���
/RVV�RQ�H[WLQJXLVKPHQW�RI�GHEW Ȅ �� ²
*DLQ�RQ�VDOH�RI�RWKHU�LQYHVWPHQWV Ȅ ��� ����
,PSDLUPHQWV�DQG��JDLQ��ORVV�RQ�GLVSRVDO�RI�DVVHWV��QHW �� ���� ��
6KDUH�EDVHG�FRPSHQVDWLRQ ��� ��� ��
3URYLVLRQ�IRU�GHIHUUHG�LQFRPH�WD[HV �� ��� ��
3URYLVLRQ�IRU�EDG�GHEWV �� �� ��
&KDQJH�LQ�IDLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�REOLJDWLRQ ���� � ²
&KDQJH�LQ�RSHUDWLQJ�DVVHWV�DQG�OLDELOLWLHV��QHW�RI�HIIHFWV�IURP�DFTXLVLWLRQV�
'HFUHDVH��LQFUHDVH��LQ�WUDGH�UHFHLYDEOHV ����� ����� ���
'HFUHDVH��LQFUHDVH��LQ�LQYHQWRULHV ������� ����� ���
,QFUHDVH��GHFUHDVH��LQ�DFFRXQWV�SD\DEOH ����� ����� �����
2WKHU�DFFUXHG�OLDELOLWLHV�DQG�RSHUDWLQJ�LWHPV��QHW ����� ��� �����

1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV ����� ����� �����
&DVK�IORZV�IURP�LQYHVWLQJ�DFWLYLWLHV�
$FTXLVLWLRQ�RI�VXEVLGLDULHV��QHW�RI�FDVK�DFTXLUHG ������� ����� �����
$GGLWLRQV�WR�SURSHUW\�DQG�HTXLSPHQW ����� ����� �����
3XUFKDVH�RI�DYDLODEOH�IRU�VDOH�VHFXULWLHV�DQG�RWKHU�LQYHVWPHQWV ����� ����� �����
3URFHHGV�IURP�VDOH�RI�DYDLODEOH�IRU�VDOH�VHFXULWLHV�DQG�RWKHU�LQYHVWPHQWV ��� ��� ��
3URFHHGV�IURP�PDWXULWLHV�RI�DYDLODEOH�IRU�VDOH�VHFXULWLHV �� �� ²
3URFHHGV�IURP�GLYHVWLWXUHV�DQG�GLVSRVDO�RI�SURSHUW\�DQG�HTXLSPHQW�DQG�KHOG�IRU�VDOH�DVVHWV �� �� ²
1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV ������� ����� �����

&DVK�IORZV�IURP�ILQDQFLQJ�DFWLYLWLHV�
3D\PHQW�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�REOLJDWLRQ ���� ��� ²
1HW�FKDQJH�LQ�VKRUW�WHUP�ERUURZLQJV �� ���� ���
1HW�SXUFKDVH�RI�QRQFRQWUROOLQJ�LQWHUHVWV ���� ² ²
5HGXFWLRQ�RI�ORQJ�WHUP�REOLJDWLRQV ��� ������� ���
3URFHHGV�IURP�ORQJ�WHUP�REOLJDWLRQV��QHW�RI�LVVXDQFH�FRVWV Ȅ ����� ²
1HW�SURFHHGV�IURP�VKDUH�EDVHG�FRPSHQVDWLRQ � �� ���
([FHVV�WD[�EHQHILWV�IURP�VKDUH�EDVHG�FRPSHQVDWLRQ �� �� ��
'LYLGHQGV�RQ�FRPPRQ�VKDUHV ����� ����� �����
3XUFKDVH�RI�WUHDVXU\�VKDUHV ����� ������� �����
1HW�FDVK�SURYLGHG�E\��XVHG�LQ��ILQDQFLQJ�DFWLYLWLHV ������� �� �����

(IIHFW�RI�H[FKDQJH�UDWHV�FKDQJHV�RQ�FDVK�DQG�HTXLYDOHQWV ���� ² ²
1HW�LQFUHDVH��GHFUHDVH��LQ�FDVK�DQG�HTXLYDOHQWV ������� ����� ���
&DVK�DQG�HTXLYDOHQWV�DW�EHJLQQLQJ�RI�SHULRG ����� ����� �����
&DVK�DQG�HTXLYDOHQWV�DW�HQG�RI�SHULRG � ����� � ����� � �����
6XSSOHPHQWDO�,QIRUPDWLRQ�
&DVK�SD\PHQWV�IRU�LQWHUHVW � ��� � ��� � ���
&DVK�SD\PHQWV�IRU�LQFRPH�WD[HV ��� ��� ���

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�VWDWHPHQWV�
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�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�
��� %DVLV� RI� 3UHVHQWDWLRQ� DQG� 6XPPDU\� RI�
6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV
&DUGLQDO�+HDOWK��,QF��LV�D�JOREDO�LQWHJUDWHG�KHDOWKFDUH�VHUYLFHV�DQG�
SURGXFWV� FRPSDQ\� SURYLGLQJ� FXVWRPL]HG� VROXWLRQV� IRU� KRVSLWDO�
V\VWHPV�� SKDUPDFLHV�� DPEXODWRU\� VXUJHU\� FHQWHUV�� FOLQLFDO�
ODERUDWRULHV�DQG�SK\VLFLDQ�RIILFHV�ZRUOGZLGH��7KH�FRPSDQ\�SURYLGHV�
FOLQLFDOO\�SURYHQ��PHGLFDO�SURGXFWV�DQG�SKDUPDFHXWLFDOV�DQG�FRVW�
HIIHFWLYH�VROXWLRQV�WKDW�HQKDQFH�VXSSO\�FKDLQ�HIILFLHQF\�IURP�KRVSLWDO�
WR�KRPH��&DUGLQDO�+HDOWK��,QF��FRQQHFWV�SDWLHQWV��SURYLGHUV��SD\HUV��
SKDUPDFLVWV��DQG�PDQXIDFWXUHUV�IRU�LQWHJUDWHG�FDUH�FRRUGLQDWLRQ�DQG�
EHWWHU�SDWLHQW�PDQDJHPHQW��5HIHUHQFHV� WR� ³ZH´�� ³RXU´�DQG�VLPLODU�
SURQRXQV�LQ�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DUH�WR�&DUGLQDO�
+HDOWK��,QF��DQG�LWV�PDMRULW\�RZQHG�RU�FRQWUROOHG�VXEVLGLDULHV�XQOHVV�
WKH�FRQWH[W�RWKHUZLVH�UHTXLUHV�
2XU�ILVFDO�\HDU�HQGV�RQ�-XQH�����5HIHUHQFHV�WR�ILVFDO�����������
DQG����� LQ�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DUH�WR�WKH�ILVFDO�
\HDUV�HQGHG�-XQH��������������� DQG�������UHVSHFWLYHO\�
%DVLV�RI�3UHVHQWDWLRQ
2XU� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� LQFOXGH� WKH� DFFRXQWV� RI� DOO�
PDMRULW\�RZQHG� RU� FRQWUROOHG� VXEVLGLDULHV�� DQG� DOO� VLJQLILFDQW�
LQWHUFRPSDQ\�WUDQVDFWLRQV�DQG�DPRXQWV�KDYH�EHHQ�HOLPLQDWHG��7KH�
UHVXOWV�RI�EXVLQHVVHV�DFTXLUHG�RU�GLVSRVHG�RI�DUH� LQFOXGHG� LQ� WKH�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�IURP�WKH�GDWH�RI�WKH�DFTXLVLWLRQ�RU�
XS�WR�WKH�GDWH�RI�GLVSRVDO��UHVSHFWLYHO\�
8VH�RI�(VWLPDWHV
2XU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DUH�SUHSDUHG�LQ�DFFRUGDQFH�
ZLWK�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�
�³*$$3´���7KH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�LQ�DFFRUGDQFH�ZLWK�
*$$3 UHTXLUHV�XV�WR�PDNH�HVWLPDWHV��MXGJPHQWV�DQG�DVVXPSWLRQV�
WKDW� DIIHFW� WKH� DPRXQWV� UHSRUWHG� LQ� WKH� FRQVROLGDWHG� ILQDQFLDO�
VWDWHPHQWV� DQG� DFFRPSDQ\LQJ� QRWHV�� (VWLPDWHV�� MXGJPHQWV� DQG�
DVVXPSWLRQV�DUH�XVHG�LQ�WKH�DFFRXQWLQJ�DQG�GLVFORVXUH�UHODWHG�WR��
DPRQJ� RWKHU� LWHPV�� DOORZDQFH� IRU� GRXEWIXO� DFFRXQWV�� LQYHQWRU\�
YDOXDWLRQ��EXVLQHVV�FRPELQDWLRQV��JRRGZLOO�DQG�RWKHU�LQWDQJLEOH�DVVHW�
LPSDLUPHQW��YHQGRU�UHVHUYHV��ORVV�FRQWLQJHQFLHV��LQFRPH�WD[HV�DQG�
VKDUH�EDVHG�FRPSHQVDWLRQ��$FWXDO�DPRXQWV�FRXOG�XOWLPDWHO\�GLIIHU�
IURP�WKHVH�HVWLPDWHG�DPRXQWV�
&DVK�(TXLYDOHQWV
:H�FRQVLGHU�OLTXLG�LQYHVWPHQWV�SXUFKDVHG�ZLWK�DQ�LQLWLDO�PDWXULW\�RI�
WKUHH�PRQWKV�RU�OHVV�WR�EH�FDVK�HTXLYDOHQWV��7KH�FDUU\LQJ�YDOXH�RI�
FDVK�HTXLYDOHQWV�DSSUR[LPDWHV�IDLU�YDOXH�
5HFHLYDEOHV
7UDGH� UHFHLYDEOHV�DUH�SUHVHQWHG�QHW�RI�DQ�DOORZDQFH� IRU�GRXEWIXO�
DFFRXQWV�RI������PLOOLRQ DW�ERWK�-XQH��������� DQG�������$Q�DFFRXQW�
LV�FRQVLGHUHG�SDVW�GXH�RQ�WKH�ILUVW�GD\�DIWHU�LWV�GXH�GDWH��,Q�DFFRUGDQFH�
ZLWK�FRQWUDFW�WHUPV��ZH�JHQHUDOO\�KDYH�WKH�DELOLW\�WR�FKDUJH�FXVWRPHUV�
VHUYLFH�IHHV�RU�KLJKHU�SULFHV�LI�DQ�DFFRXQW�LV�FRQVLGHUHG�SDVW�GXH��
:H�UHJXODUO\�PRQLWRU�SDVW�GXH�DFFRXQWV�DQG�HVWDEOLVK�DSSURSULDWH�
UHVHUYHV� WR� FRYHU� SRWHQWLDO� ORVVHV�� ZKLFK� DUH� EDVHG� SULPDULO\� RQ�

KLVWRULFDO�FROOHFWLRQ�UDWHV�DQG�WKH�FUHGLW�ZRUWKLQHVV�RI�WKH�FXVWRPHU��
:H� ZULWH� RII� DQ\� DPRXQWV� GHHPHG� XQFROOHFWLEOH� DJDLQVW� WKH�
HVWDEOLVKHG�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�
:H� SURYLGH� ILQDQFLQJ� WR� YDULRXV� FXVWRPHUV�� 6XFK� ILQDQFLQJ�
DUUDQJHPHQWV�UDQJH�IURP�����GD\V�WR���\HDUV DW�LQWHUHVW�UDWHV�WKDW�
DUH� JHQHUDOO\� VXEMHFW� WR� IOXFWXDWLRQ�� ,QWHUHVW� LQFRPH� RQ� WKHVH�
DUUDQJHPHQWV�LV�UHFRJQL]HG�DV�LW�LV�HDUQHG��7KH�ILQDQFLQJV�PD\�EH�
FROODWHUDOL]HG�� JXDUDQWHHG� E\� WKLUG� SDUWLHV� RU� XQVHFXUHG�� )LQDQFH�
QRWHV�DQG�UHODWHG�DFFUXHG�LQWHUHVW�ZHUH������PLOOLRQ �FXUUHQW�SRUWLRQ�
����PLOOLRQ��DQG������PLOOLRQ �FXUUHQW�SRUWLRQ�����PLOOLRQ��DW�-XQH�����
����DQG�������UHVSHFWLYHO\��DQG�DUH�LQFOXGHG�LQ�RWKHU�DVVHWV��FXUUHQW�
SRUWLRQ�LV�LQFOXGHG�LQ�SUHSDLG�H[SHQVHV�DQG�RWKHU��LQ�WKH�FRQVROLGDWHG�
EDODQFH� VKHHWV�� )LQDQFH� QRWHV� UHFHLYDEOH� DUH� UHSRUWHG� QHW� RI� DQ�
DOORZDQFH� IRU� GRXEWIXO� DFFRXQWV�RI� ����PLOOLRQ DQG�����PLOOLRQ DW�
-XQH��������� DQG�������UHVSHFWLYHO\��:H�HVWLPDWH�DQ�DOORZDQFH�IRU�
WKHVH�ILQDQFLQJ�UHFHLYDEOHV�EDVHG�RQ�KLVWRULFDO�FROOHFWLRQ�UDWHV�DQG�
WKH� FUHGLW� ZRUWKLQHVV� RI� WKH� FXVWRPHU��:H�ZULWH� RII� DQ\� DPRXQWV�
GHHPHG�XQFROOHFWLEOH�DJDLQVW�WKH�HVWDEOLVKHG�DOORZDQFH�IRU�GRXEWIXO�
DFFRXQWV�
&RQFHQWUDWLRQV�RI�&UHGLW�5LVN
:H�PDLQWDLQ�FDVK�GHSRVLWRU\�DFFRXQWV�ZLWK�PDMRU�EDQNV��DQG�ZH�
LQYHVW�LQ�KLJK�TXDOLW\��VKRUW�WHUP�OLTXLG�LQVWUXPHQWV��DQG�LQ�PDUNHWDEOH�
VHFXULWLHV�� 2XU� VKRUW�WHUP� OLTXLG� LQVWUXPHQWV� PDWXUH� ZLWKLQ� WKUHH�
PRQWKV� DQG�ZH�KDYH�QRW� KLVWRULFDOO\� LQFXUUHG� DQ\� UHODWHG� ORVVHV��
,QYHVWPHQWV�LQ�PDUNHWDEOH�VHFXULWLHV�FRQVLVW�RI�D�SRUWIROLR�RI�KLJK�
JUDGH�LQVWUXPHQWV��6XFK�LQYHVWPHQWV�DUH�PDGH�RQO\�LQ�LQVWUXPHQWV�
LVVXHG� E\� KLJKO\�UDWHG� LQVWLWXWLRQV�� ZKRVH� ILQDQFLDO� FRQGLWLRQ� ZH�
PRQLWRU�
2XU�WUDGH�UHFHLYDEOHV�DQG�ILQDQFH�QRWHV�DQG�UHODWHG�DFFUXHG�LQWHUHVW�
DUH�H[SRVHG�WR�D�FRQFHQWUDWLRQ�RI�FUHGLW�ULVN�ZLWK�FXVWRPHUV�LQ�WKH�
UHWDLO�DQG�KHDOWKFDUH�VHFWRUV��&UHGLW�ULVN�FDQ�EH�DIIHFWHG�E\�FKDQJHV�
LQ� UHLPEXUVHPHQW� DQG� RWKHU� HFRQRPLF� SUHVVXUHV� LPSDFWLQJ� WKH�
KHDOWKFDUH� LQGXVWU\�� 6XFK� FUHGLW� ULVN� LV� OLPLWHG� GXH� WR� VXSSRUWLQJ�
FROODWHUDO�DQG�WKH�GLYHUVLW\�RI�WKH�FXVWRPHU�EDVH��LQFOXGLQJ�LWV�ZLGH�
JHRJUDSKLF�GLVSHUVLRQ��:H�SHUIRUP�UHJXODU�FUHGLW�HYDOXDWLRQV�RI�RXU�
FXVWRPHUV¶ ILQDQFLDO� FRQGLWLRQV� DQG� PDLQWDLQ� UHVHUYHV� IRU� FUHGLW�
ORVVHV��+LVWRULFDOO\��VXFK�ORVVHV�KDYH�EHHQ�ZLWKLQ�RXU�H[SHFWDWLRQV��
5HIHU�WR�WKH��5HFHLYDEOHV��VHFWLRQ�ZLWKLQ�WKLV�1RWH�� IRU�DGGLWLRQDO�
LQIRUPDWLRQ�RQ�WKH�DFFRXQWLQJ�WUHDWPHQW�RI�UHVHUYHV�IRU�FUHGLW�ORVVHV��
0DMRU�&XVWRPHUV
&96�+HDOWK�&RUSRUDWLRQ���&96�+HDOWK����ZKLFK�LV�SULPDULO\�VHUYLFHG�
WKURXJK� RXU� 3KDUPDFHXWLFDO� VHJPHQW�� LV� RXU� RQO\� FXVWRPHU� WKDW�
LQGLYLGXDOO\�DFFRXQWV�IRU�DW� OHDVW����SHUFHQW�RI�UHYHQXH�DQG�JURVV�
WUDGH�UHFHLYDEOHV��7KH�WDEOH�EHORZ�VXPPDUL]HV�KLVWRULFDO�SHUFHQW�RI�
UHYHQXH�DQG�JURVV�WUDGH�UHFHLYDEOHV�IURP�&96�+HDOWK�

3HUFHQW�RI�5HYHQXH
3HUFHQW�RI�*URVV7UDGH�5HFHLYDEOHVDW�-XQH���

���� ���� ���� ���� ����
&96�+HDOWK ��� ��� ��� ��� ���
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:H� KDYH� HQWHUHG� LQWR� DJUHHPHQWV� ZLWK� JURXS� SXUFKDVLQJ�
RUJDQL]DWLRQV� �³*32V´�� ZKLFK� DFW� DV� SXUFKDVLQJ� DJHQWV� WKDW�
QHJRWLDWH� YHQGRU� FRQWUDFWV� RQ� EHKDOI� RI� WKHLU� PHPEHUV�� 9L]LHQW�
�IRUPHUO\�1RYDWLRQ��//&��DQG�3UHPLHU��,QF��DUH�RXU�WZR ODUJHVW�*32�
PHPEHU�UHODWLRQVKLSV�LQ�WHUPV�RI�UHYHQXH��6DOHV�WR�PHPEHUV�RI�WKHVH�
WZR *32V�FROOHFWLYHO\�DFFRXQWHG�IRU����SHUFHQW�����SHUFHQW DQG����
SHUFHQW RI�UHYHQXH�IRU�ILVFDO����������� DQG�������UHVSHFWLYHO\��2XU�
WUDGH�UHFHLYDEOH�EDODQFHV�DUH�ZLWK�LQGLYLGXDO�PHPEHUV�RI�WKH�*32��
DQG�WKHUHIRUH�QR�VLJQLILFDQW�FRQFHQWUDWLRQ�RI�FUHGLW�ULVN�H[LVWV�ZLWK�
WKHVH�W\SHV�RI�DUUDQJHPHQWV�
,QYHQWRULHV
$ VXEVWDQWLDO�SRUWLRQ�RI�RXU�LQYHQWRULHV�����SHUFHQW DW�ERWK�-XQH�����
���� DQG�������DUH�YDOXHG�DW�WKH�ORZHU�RI�FRVW��XVLQJ�WKH�ODVW�LQ��ILUVW�
RXW���/,)2���PHWKRG��RU�PDUNHW��7KHVH�LQYHQWRULHV�DUH�LQFOXGHG�ZLWKLQ�
WKH�FRUH�SKDUPDFHXWLFDO�GLVWULEXWLRQ�IDFLOLWLHV�RI�RXU�3KDUPDFHXWLFDO�
VHJPHQW� �³GLVWULEXWLRQ� IDFLOLWLHV´�� DQG� DUH� SULPDULO\� PHUFKDQGLVH�
LQYHQWRULHV�� 7KH� /,)2� PHWKRG� SUHVXPHV� WKDW� WKH� PRVW� UHFHQW�
LQYHQWRU\�SXUFKDVHV�DUH�WKH�ILUVW�LWHPV�VROG��VR�/,)2�KHOSV�XV�EHWWHU�
PDWFK�FXUUHQW�FRVWV�DQG�UHYHQXH��:H�EHOLHYH�WKDW�WKH�DYHUDJH�FRVW�
PHWKRG�RI�LQYHQWRU\�YDOXDWLRQ�SURYLGHV�D�UHDVRQDEOH�DSSUR[LPDWLRQ�
RI� WKH�FXUUHQW� FRVW�RI� UHSODFLQJ� LQYHQWRU\�ZLWKLQ� WKHVH�GLVWULEXWLRQ�
IDFLOLWLHV��$V�VXFK�� WKH�/,)2�UHVHUYH� LV� WKH�GLIIHUHQFH�EHWZHHQ��D��
LQYHQWRU\�DW�WKH�ORZHU�RI�/,)2�FRVW�RU�PDUNHW�DQG��E�� LQYHQWRU\�DW�
UHSODFHPHQW� FRVW� GHWHUPLQHG� XVLQJ� WKH� DYHUDJH� FRVW� PHWKRG� RI�
LQYHQWRU\�YDOXDWLRQ�
2XU�UHPDLQLQJ�LQYHQWRU\�LV�VWDWHG�DW�WKH�ORZHU�RI�FRVW��XVLQJ�WKH�ILUVW�
LQ�� ILUVW�RXW�PHWKRG�� RU�PDUNHW�� ,I� ZH� KDG� XVHG� WKH� DYHUDJH� FRVW�
PHWKRG� RI� LQYHQWRU\� YDOXDWLRQ� IRU� DOO� LQYHQWRU\� ZLWKLQ� WKH� FRUH�
SKDUPDFHXWLFDO� GLVWULEXWLRQ� IDFLOLWLHV�� WKH� YDOXH� RI� RXU� LQYHQWRULHV�
ZRXOG�QRW�KDYH�FKDQJHG�LQ�ILVFDO����� RU����� EHFDXVH�LQYHQWRULHV�
YDOXHG� DW� /,)2�ZHUH� ���PLOOLRQ DQG �����PLOOLRQ KLJKHU� WKDQ� WKH�
DYHUDJH�FRVW�YDOXH�DW�-XQH���������DQG�-XQH�����������UHVSHFWLYHO\��
:H�GR�QRW�UHFRUG�LQYHQWRULHV�LQ�H[FHVV�RI�UHSODFHPHQW�FRVW��$V�VXFK��
ZH�GLG�QRW�UHFRUG�DQ\�FKDQJHV�LQ�RXU�/,)2�UHVHUYH�LQ�ILVFDO����� DQG�
�����
,QYHQWRULHV�SUHVHQWHG�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�DUH�QHW�RI�
UHVHUYHV�IRU�H[FHVV�DQG�REVROHWH�LQYHQWRU\�ZKLFK�ZHUH�����PLOOLRQ
DQG�����PLOOLRQ DW�-XQH��������� DQG�������UHVSHFWLYHO\��:H�UHVHUYH�
IRU� LQYHQWRU\� REVROHVFHQFH� XVLQJ� HVWLPDWHV� EDVHG� RQ� KLVWRULFDO�
H[SHULHQFH��KLVWRULFDO�DQG�SURMHFWHG�VDOHV�WUHQGV��VSHFLILF�FDWHJRULHV�
RI�LQYHQWRU\�DQG�DJH�RI�RQ�KDQG�LQYHQWRU\�
&DVK�'LVFRXQWV
0DQXIDFWXUHU� FDVK� GLVFRXQWV� DUH� UHFRUGHG� DV� D� FRPSRQHQW� RI�
LQYHQWRU\�FRVW�DQG�UHFRJQL]HG�DV�D�UHGXFWLRQ�RI�FRVW�RI�SURGXFWV�VROG�
ZKHQ�WKH�UHODWHG�LQYHQWRU\�LV�VROG�
3URSHUW\�DQG�(TXLSPHQW
3URSHUW\� DQG� HTXLSPHQW� DUH� FDUULHG� DW� FRVW� OHVV� DFFXPXODWHG�
GHSUHFLDWLRQ��3URSHUW\�DQG�HTXLSPHQW�KHOG�IRU�VDOH�DUH�UHFRUGHG�DW�
WKH�ORZHU�RI�FRVW�RU�IDLU�YDOXH�OHVV�FRVW�WR�VHOO��:KHQ�FHUWDLQ�HYHQWV�
RU�FKDQJHV�LQ�RSHUDWLQJ�FRQGLWLRQV�RFFXU��DQ�LPSDLUPHQW�DVVHVVPHQW�
PD\�EH�SHUIRUPHG�RQ�WKH�UHFRYHUDELOLW\�RI�WKH�FDUU\LQJ�DPRXQWV�
'HSUHFLDWLRQ�H[SHQVH� LV� FRPSXWHG�XVLQJ� WKH�VWUDLJKW�OLQH�PHWKRG�
RYHU�WKH�HVWLPDWHG�XVHIXO�OLYHV�RI�WKH�DVVHWV��LQFOXGLQJ�FDSLWDO�OHDVH�

DVVHWV� ZKLFK� DUH� GHSUHFLDWHG� RYHU� WKH� WHUPV� RI� WKHLU� UHVSHFWLYH�
OHDVHV��:H�JHQHUDOO\�XVH�WKH�IROORZLQJ�UDQJH�RI�XVHIXO�OLYHV�IRU�RXU�
SURSHUW\�DQG�HTXLSPHQW�FDWHJRULHV��EXLOGLQJV�DQG�LPSURYHPHQWV²
� WR����\HDUV��PDFKLQHU\�DQG�HTXLSPHQW²� WR����\HDUV��DQG�IXUQLWXUH�
DQG� IL[WXUHV²� WR���\HDUV��:H� UHFRUGHG�GHSUHFLDWLRQ�H[SHQVH�RI�
�����PLOOLRQ�������PLOOLRQ DQG������PLOOLRQ IRU�ILVFDO����������� DQG�
������UHVSHFWLYHO\��
7KH� IROORZLQJ� WDEOH� SUHVHQWV� WKH� FRPSRQHQWV� RI� SURSHUW\� DQG�
HTXLSPHQW��QHW�DW�-XQH����
�LQ�PLOOLRQV� ���� ����
/DQG��EXLOGLQJ�DQG�LPSURYHPHQWV � ����� � �����
0DFKLQHU\�DQG�HTXLSPHQW ����� �����
)XUQLWXUH�DQG�IL[WXUHV ��� ���
7RWDO�SURSHUW\�DQG�HTXLSPHQW��DW�FRVW ����� �����

$FFXPXODWHG�GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ ������� �������
3URSHUW\�DQG�HTXLSPHQW��QHW � ����� � �����

5HSDLUV�DQG�PDLQWHQDQFH�H[SHQGLWXUHV�DUH�H[SHQVHG�DV�LQFXUUHG��
,QWHUHVW� RQ� ORQJ�WHUP� SURMHFWV� LV� FDSLWDOL]HG� XVLQJ� D� UDWH� WKDW�
DSSUR[LPDWHV� WKH� ZHLJKWHG�DYHUDJH� LQWHUHVW� UDWH� RQ� ORQJ�WHUP�
REOLJDWLRQV��ZKLFK�ZDV������SHUFHQW DW�-XQH�����������7KH�DPRXQW�
RI�FDSLWDOL]HG�LQWHUHVW�ZDV�LPPDWHULDO�IRU�DOO�SHULRGV�SUHVHQWHG�
%XVLQHVV�&RPELQDWLRQV
7KH� DVVHWV� DFTXLUHG� DQG� OLDELOLWLHV� DVVXPHG� LQ� D� EXVLQHVV�
FRPELQDWLRQ��LQFOXGLQJ�LGHQWLILDEOH�LQWDQJLEOH�DVVHWV��DUH�UHFRUGHG�DW�
WKHLU�HVWLPDWHG�IDLU�YDOXHV�DV�RI�WKH�DFTXLVLWLRQ�GDWH��7KH�H[FHVV�RI�
WKH�SXUFKDVH�SULFH�RYHU�WKH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�LGHQWLILDEOH�
QHW�DVVHWV�DFTXLUHG�LV�UHFRUGHG�DV�JRRGZLOO��:H�EDVH�WKH�IDLU�YDOXHV�
RI� LGHQWLILDEOH� LQWDQJLEOH�DVVHWV�RQ�GHWDLOHG�YDOXDWLRQV�WKDW�UHTXLUH�
PDQDJHPHQW� WR� PDNH� VLJQLILFDQW� MXGJPHQWV�� HVWLPDWHV� DQG�
DVVXPSWLRQV��&ULWLFDO�HVWLPDWHV�DQG�DVVXPSWLRQV�LQFOXGH��H[SHFWHG�
IXWXUH�FDVK�IORZV�IRU�FXVWRPHU�UHODWLRQVKLSV��WUDGH�QDPHV�DQG�RWKHU�
LGHQWLILDEOH� LQWDQJLEOH� DVVHWV�� GLVFRXQW� UDWHV� WKDW� UHIOHFW� WKH� ULVN�
IDFWRUV�DVVRFLDWHG�ZLWK� IXWXUH�FDVK�IORZV��DQG�HVWLPDWHV�RI�XVHIXO�
OLYHV��:KHQ� DQ� DFTXLVLWLRQ� LQYROYHV� FRQWLQJHQW� FRQVLGHUDWLRQ�� ZH�
UHFRJQL]H� D� OLDELOLW\� HTXDO� WR� WKH� IDLU� YDOXH� RI� WKH� FRQWLQJHQW�
FRQVLGHUDWLRQ�REOLJDWLRQ�DW�WKH�DFTXLVLWLRQ�GDWH��7KH�HVWLPDWH�RI�IDLU�
YDOXH� RI� D� FRQWLQJHQW� FRQVLGHUDWLRQ� REOLJDWLRQ� UHTXLUHV� VXEMHFWLYH�
DVVXPSWLRQV�WR�EH�PDGH�UHJDUGLQJ�IXWXUH�EXVLQHVV�UHVXOWV��GLVFRXQW�
UDWHV��GLVFRXQW�SHULRGV�DQG�SUREDELOLWLHV�DVVLJQHG�WR�YDULRXV�SRWHQWLDO�
EXVLQHVV� UHVXOW� VFHQDULRV�� 6HH� 1RWH� � IRU� DGGLWLRQDO� LQIRUPDWLRQ�
UHJDUGLQJ�RXU�DFTXLVLWLRQV�
*RRGZLOO�DQG�2WKHU�,QWDQJLEOH�$VVHWV
3XUFKDVHG�JRRGZLOO�DQG�LQWDQJLEOH�DVVHWV�ZLWK�LQGHILQLWH�OLYHV�DUH�QRW�
DPRUWL]HG��EXW�LQVWHDG�DUH�WHVWHG�IRU�LPSDLUPHQW�DQQXDOO\�RU�ZKHQ�
LQGLFDWRUV�RI�LPSDLUPHQW�H[LVW�
*RRGZLOO�LPSDLUPHQW�WHVWLQJ�LQYROYHV�D�FRPSDULVRQ�RI�WKH�HVWLPDWHG�
IDLU�YDOXH�RI�UHSRUWLQJ�XQLWV�WR�WKH�UHVSHFWLYH�FDUU\LQJ�DPRXQW��ZKLFK�
PD\� EH� SHUIRUPHG� XWLOL]LQJ� HLWKHU� D� TXDOLWDWLYH� RU� TXDQWLWDWLYH�
DVVHVVPHQW��$ UHSRUWLQJ�XQLW�LV�GHILQHG�DV�DQ�RSHUDWLQJ�VHJPHQW�RU�
RQH�OHYHO�EHORZ�DQ�RSHUDWLQJ�VHJPHQW��DOVR�NQRZQ�DV�D�FRPSRQHQW���
*RRGZLOO� LPSDLUPHQW� WHVWLQJ� LQYROYHV� MXGJPHQW�� LQFOXGLQJ� WKH�
LGHQWLILFDWLRQ�RI�UHSRUWLQJ�XQLWV��WKH�HVWLPDWLRQ�RI�WKH�IDLU�YDOXH�RI�HDFK�
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UHSRUWLQJ�XQLW�DQG��LI�QHFHVVDU\��WKH�HVWLPDWLRQ�RI�WKH�LPSOLHG�IDLU�YDOXH�
RI�JRRGZLOO�
:H� KDYH� WZR RSHUDWLQJ� VHJPHQWV�� ZKLFK� DUH� WKH� VDPH� DV� RXU�
UHSRUWDEOH�VHJPHQWV��3KDUPDFHXWLFDO�DQG�0HGLFDO��7KHVH�RSHUDWLQJ�
VHJPHQWV� DUH� FRPSULVHG� RI� GLYLVLRQV� �FRPSRQHQWV��� IRU� ZKLFK�
GLVFUHWH� ILQDQFLDO� LQIRUPDWLRQ� LV� DYDLODEOH�� &RPSRQHQWV� DUH�
DJJUHJDWHG�LQWR�UHSRUWLQJ�XQLWV�IRU�SXUSRVHV�RI�JRRGZLOO�LPSDLUPHQW�
WHVWLQJ�WR�WKH�H[WHQW�WKDW�WKH\�VKDUH�VLPLODU�HFRQRPLF�FKDUDFWHULVWLFV��
2XU� UHSRUWLQJ� XQLWV� DUH�� 3KDUPDFHXWLFDO� RSHUDWLQJ� VHJPHQW�
�H[FOXGLQJ� RXU� 1XFOHDU� 3KDUPDF\� 6HUYLFHV� GLYLVLRQ� DQG�&DUGLQDO�
+HDOWK�&KLQD���3KDUPDFHXWLFDO�GLYLVLRQ���1XFOHDU�3KDUPDF\�6HUYLFHV�
GLYLVLRQ��&DUGLQDO�+HDOWK�&KLQD���3KDUPDFHXWLFDO�GLYLVLRQ��0HGLFDO�
RSHUDWLQJ�VHJPHQW��H[FOXGLQJ�RXU�&DUGLQDO�+HDOWK�DW�+RPH�GLYLVLRQ�
DQG� QDYL+HDOWK� GLYLVLRQ��� &DUGLQDO� +HDOWK� DW� +RPH� GLYLVLRQ�� DQG�
QDYL+HDOWK�GLYLVLRQ�
)DLU�YDOXH�FDQ�EH�GHWHUPLQHG�XVLQJ�PDUNHW��LQFRPH�RU�FRVW�EDVHG�
DSSURDFKHV��2XU�GHWHUPLQDWLRQ�RI�HVWLPDWHG�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�
XQLWV�LV�EDVHG�RQ�D�FRPELQDWLRQ�RI�WKH�LQFRPH�EDVHG�DQG�PDUNHW�
EDVHG�DSSURDFKHV��8QGHU� WKH� LQFRPH�EDVHG�DSSURDFK��ZH�XVH�D�
GLVFRXQWHG�FDVK� IORZ�PRGHO� LQ�ZKLFK�FDVK� IORZV�DQWLFLSDWHG�RYHU�
VHYHUDO�IXWXUH�SHULRGV��SOXV�D�WHUPLQDO�YDOXH�DW�WKH�HQG�RI�WKDW�WLPH�
KRUL]RQ��DUH�GLVFRXQWHG�WR�WKHLU�SUHVHQW�YDOXH�XVLQJ�DQ�DSSURSULDWH�
ULVN�DGMXVWHG�UDWH�RI�UHWXUQ��:H�XVH�RXU�LQWHUQDO�IRUHFDVWV�WR�HVWLPDWH�
IXWXUH�FDVK�IORZV��ZKLFK�ZH�EHOLHYH�DUH�FRQVLVWHQW�ZLWK�WKRVH�RI�D�
PDUNHW�SDUWLFLSDQW��DQG�LQFOXGH�DQ�HVWLPDWH�RI�ORQJ�WHUP�JURZWK�UDWHV�
EDVHG�RQ�RXU�PRVW�UHFHQW�YLHZV�RI�WKH�ORQJ�WHUP�RXWORRN�IRU�HDFK�
UHSRUWLQJ�XQLW��$FWXDO�UHVXOWV�PD\�GLIIHU�PDWHULDOO\�IURP�WKRVH�XVHG�LQ�
RXU�IRUHFDVWV��:H�XVH�GLVFRXQW�UDWHV�WKDW�DUH�FRPPHQVXUDWH�ZLWK�WKH�
ULVNV�DQG�XQFHUWDLQW\�LQKHUHQW�LQ�WKH�UHVSHFWLYH�UHSRUWLQJ�XQLWV�DQG�
LQ� RXU� LQWHUQDOO\�GHYHORSHG� IRUHFDVWV�� 'LVFRXQW� UDWHV� XVHG� LQ� RXU�
UHSRUWLQJ�XQLW�YDOXDWLRQV�UDQJHG�IURP�����SHUFHQW WR������SHUFHQW��
8QGHU� WKH� PDUNHW�EDVHG� DSSURDFK�� ZH� GHWHUPLQH� IDLU� YDOXH� E\�
FRPSDULQJ� RXU� UHSRUWLQJ� XQLWV� WR� VLPLODU� EXVLQHVVHV� RU� JXLGHOLQH�
FRPSDQLHV�ZKRVH�VHFXULWLHV�DUH�DFWLYHO\�WUDGHG�LQ�SXEOLF�PDUNHWV��
7R�IXUWKHU�FRQILUP�IDLU�YDOXH��ZH�FRPSDUH�WKH�DJJUHJDWH�IDLU�YDOXH�RI�
RXU�UHSRUWLQJ�XQLWV�WR�RXU�WRWDO�PDUNHW�FDSLWDOL]DWLRQ��(VWLPDWLQJ�WKH�
IDLU� YDOXH� RI� UHSRUWLQJ� XQLWV� UHTXLUHV� WKH� XVH� RI� HVWLPDWHV� DQG�
VLJQLILFDQW�MXGJPHQWV�WKDW�DUH�EDVHG�RQ�D�QXPEHU�RI�IDFWRUV�LQFOXGLQJ�
IRUHFDVWHG� RSHUDWLQJ� UHVXOWV�� 7KH� XVH� RI� DOWHUQDWH� HVWLPDWHV� DQG�
DVVXPSWLRQV� RU� FKDQJHV� LQ� WKH� LQGXVWU\� RU� SHHU� JURXSV� FRXOG�
PDWHULDOO\�DIIHFW�WKH�GHWHUPLQDWLRQ�RI�IDLU�YDOXH�IRU�HDFK�UHSRUWLQJ�XQLW�
DQG�SRWHQWLDOO\�UHVXOW�LQ�JRRGZLOO�LPSDLUPHQW�
:H�SHUIRUPHG�DQQXDO�LPSDLUPHQW�WHVWLQJ�LQ�ILVFDO����������� DQG�
���� DQG�FRQFOXGHG�WKDW�WKHUH�ZHUH�QR�LPSDLUPHQWV�RI�JRRGZLOO�DV�
WKH�HVWLPDWHG�IDLU�YDOXH�RI�HDFK�UHSRUWLQJ�XQLW�H[FHHGHG�LWV�FDUU\LQJ�
YDOXH�
7KH�LPSDLUPHQW�WHVW�IRU�LQGHILQLWH�OLYHG�LQWDQJLEOHV�RWKHU�WKDQ�JRRGZLOO�
�SULPDULO\�LQ�SURFHVV�UHVHDUFK�DQG�GHYHORSPHQW���,35	'����FRQVLVWV�
RI�D�FRPSDULVRQ�RI�WKH�IDLU�YDOXH�RI�WKH�LQGHILQLWH�OLYHG�LQWDQJLEOH�DVVHW�
WR�WKH�FDUU\LQJ�YDOXH�RI�WKH�DVVHW�DV�RI�WKH�LPSDLUPHQW�WHVWLQJ�GDWH��
,I�WKH�FDUU\LQJ�DPRXQW�RI�WKH�LQGHILQLWH�OLYHG�LQWDQJLEOH�H[FHHGV�LWV�
IDLU�YDOXH��DQ�LPSDLUPHQW�ORVV�PXVW�EH�UHFRJQL]HG�LQ�DQ�DPRXQW�HTXDO�
WR� WKDW� H[FHVV��:H� HVWLPDWH� WKH� IDLU� YDOXH� RI� RXU� LQGHILQLWH�OLYHG�
LQWDQJLEOHV�XQGHU�WKH�LQFRPH�DSSURDFK�XVLQJ�D�GLVFRXQWHG�FDVK�IORZ�

PRGHO��:H�XVH�RXU�LQWHUQDO�IRUHFDVWV��ZKLFK�ZH�EHOLHYH�DUH�FRQVLVWHQW�
ZLWK�WKRVH�RI�D�PDUNHW�SDUWLFLSDQW��WR�HVWLPDWH�IXWXUH�FDVK�IORZV�DQG�
LQFOXGH�DQ�HVWLPDWH�RI� ORQJ�WHUP�JURZWK�UDWHV�EDVHG�RQ�RXU�PRVW�
UHFHQW�YLHZV�RI�WKH�ORQJ�WHUP�RXWORRN�IRU�WKH�LQGHILQLWH�OLYHG�LQWDQJLEOH�
LQFOXGLQJ��DPRQJ�RWKHU�IDFWRUV��DVVXPSWLRQV�RQ�UHJXODWRU\�DSSURYDO�
IRU�,35	'�
,QWDQJLEOH�DVVHWV�ZLWK�ILQLWH�OLYHV��SULPDULO\�FXVWRPHU�UHODWLRQVKLSV��
WUDGHPDUNV��WUDGH�QDPHV�DQG�SDWHQWV��DQG�GHYHORSHG�WHFKQRORJ\��
DUH�DPRUWL]HG�XVLQJ�D�FRPELQDWLRQ�RI�VWUDLJKW�OLQH�DQG�DFFHOHUDWHG�
PHWKRGV�EDVHG�RQ�WKH�H[SHFWHG�FDVK�IORZV�IURP�WKH�DVVHW�RYHU�WKHLU�
HVWLPDWHG�XVHIXO�OLYHV��:H�UHYLHZ�LQWDQJLEOH�DVVHWV�ZLWK�ILQLWH�OLYHV�
IRU� LPSDLUPHQW� ZKHQHYHU� HYHQWV� RU� FKDQJHV� LQ� FLUFXPVWDQFHV�
LQGLFDWH�WKDW�WKH�UHODWHG�FDUU\LQJ�DPRXQWV�PD\�QRW�EH�UHFRYHUDEOH��
'HWHUPLQLQJ� ZKHWKHU� DQ� LPSDLUPHQW� ORVV� RFFXUUHG� UHTXLUHV� D�
FRPSDULVRQ�RI�WKH�FDUU\LQJ�DPRXQW�WR�WKH�VXP�RI�WKH�IXWXUH�IRUHFDVWHG�
XQGLVFRXQWHG� FDVK� IORZV� H[SHFWHG� WR� EH� JHQHUDWHG� E\� WKH� DVVHW�
JURXS��$FWXDO� UHVXOWV�PD\�GLIIHU�PDWHULDOO\� IURP� WKRVH�XVHG� LQ�RXU�
IRUHFDVWV�
,QYHVWPHQWV
,QYHVWPHQWV�LQ�QRQ�PDUNHWDEOH�HTXLW\�VHFXULWLHV�DUH�DFFRXQWHG�IRU�
XQGHU�HLWKHU�WKH�FRVW�RU�HTXLW\�PHWKRG�RI�DFFRXQWLQJ�DQG�DUH�LQFOXGHG�
LQ�RWKHU�DVVHWV�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV��)RU�LQYHVWPHQWV�
LQ�ZKLFK�ZH�FDQ�H[HUFLVH�VLJQLILFDQW� LQIOXHQFH��ZH�XVH� WKH�HTXLW\�
PHWKRG�RI�DFFRXQWLQJ�� 2XU�VKDUH�RI�WKH�HDUQLQJV�DQG�ORVVHV�ZDV�
LPPDWHULDO�� ERWK� LQGLYLGXDOO\� DQG� LQ� WKH� DJJUHJDWH�� IRU� DOO� SHULRGV�
SUHVHQWHG�DQG�LV�UHFRUGHG�LQ�RWKHU�LQFRPH��QHW�LQ�WKH�FRQVROLGDWHG�
VWDWHPHQWV�RI�WKH�HDUQLQJV��:H�PRQLWRU�LQYHVWPHQWV�IRU�RWKHU�WKDQ�
WHPSRUDU\�LPSDLUPHQW�E\�FRQVLGHULQJ�IDFWRUV�VXFK�DV�WKH�RSHUDWLQJ�
SHUIRUPDQFH�RI� WKH� LQYHVWPHQW�DQG�FXUUHQW�HFRQRPLF�DQG�PDUNHW�
FRQGLWLRQV�
'XULQJ� ILVFDO� ������ ZH� VROG� RXU� PLQRULW\� HTXLW\� LQWHUHVWV� LQ� WZR�
LQYHVWPHQWV�IRU�SURFHHGV�RI�����PLOOLRQ��ZKLFK�UHVXOWHG�LQ�D�SUH�WD[�
JDLQ�RI�����PLOOLRQ �����PLOOLRQ��QHW�RI�WD[��LQFOXGHG�LQ�RWKHU�LQFRPH��
QHW�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV�
0DUNHWDEOH� VHFXULWLHV� DUH� FODVVLILHG� DV� DYDLODEOH�IRU�VDOH� DQG� DUH�
FDUULHG�DW�IDLU�YDOXH�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV��8QUHDOL]HG�
JDLQV�DQG�ORVVHV�RQ�DYDLODEOH�IRU�VDOH�VHFXULWLHV��QHW�RI�DSSOLFDEOH�
WD[HV��DUH�LQFOXGHG�ZLWKLQ�VKDUHKROGHUV¶ HTXLW\�LQ�DFFXPXODWHG�RWKHU�
FRPSUHKHQVLYH� LQFRPH� ��$2&,����:H�PRQLWRU� WKHVH�VHFXULWLHV� IRU�
RWKHU�WKDQ�WHPSRUDU\�LPSDLUPHQW�E\�FRQVLGHULQJ�IDFWRUV�VXFK�DV�WKH�
GXUDWLRQ�WKDW��DQG�WKH�H[WHQW�WR�ZKLFK��WKH�IDLU�YDOXH�LV�EHORZ�FRVW��
WKH�RSHUDWLQJ�SHUIRUPDQFH�DQG�FUHGLW�ZRUWKLQHVV�RI�WKH�LVVXHU�RI�WKH�
VHFXULWLHV�DQG�FXUUHQW�HFRQRPLF�DQG�PDUNHW�FRQGLWLRQV��6HH�1RWH��
IRU�DGGLWLRQDO�LQIRUPDWLRQ�UHJDUGLQJ�DYDLODEOH�IRU�VDOH�VHFXULWLHV�
9HQGRU�5HVHUYHV
,Q� WKH� RUGLQDU\� FRXUVH� RI� EXVLQHVV�� RXU� YHQGRUV� PD\� GLVSXWH�
GHGXFWLRQV�WDNHQ�DJDLQVW�SD\PHQWV�RWKHUZLVH�GXH�WR�WKHP�RU�DVVHUW�
RWKHU�GLVSXWHV��7KHVH�GLVSXWHV�DUH�UHVHDUFKHG�DQG�UHVROYHG�EDVHG�
XSRQ�WKH�ILQGLQJV�RI�WKH�UHVHDUFK�SHUIRUPHG��$W�DQ\�JLYHQ�WLPH��WKHUH�
DUH�RXWVWDQGLQJ�LWHPV�LQ�YDULRXV�VWDJHV�RI�UHVHDUFK�DQG�UHVROXWLRQ��
,Q�GHWHUPLQLQJ�DSSURSULDWH�UHVHUYHV�IRU�DUHDV�RI�H[SRVXUH�ZLWK�RXU�
YHQGRUV��ZH�DVVHVV�KLVWRULFDO�H[SHULHQFH�DQG�FXUUHQW�RXWVWDQGLQJ�
FODLPV��:H�KDYH�HVWDEOLVKHG�YDULRXV�OHYHOV�RI�UHVHUYHV�EDVHG�RQ�WKH�



1RWHV�WR�)LQDQFLDO�6WDWHPHQWV

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

W\SH� RI� FODLP� DQG� VWDWXV� RI� UHYLHZ�� 7KRXJK� WKH� FODLP� W\SHV� DUH�
UHODWLYHO\� FRQVLVWHQW�� ZH� SHULRGLFDOO\� UHILQH� RXU� PHWKRGRORJ\� E\�
XSGDWLQJ�WKH�UHVHUYH�HVWLPDWH�SHUFHQWDJHV�WR�UHIOHFW�DFWXDO�KLVWRULFDO�
H[SHULHQFH��7KH�XOWLPDWH�RXWFRPH�RI�FHUWDLQ�FODLPV�PD\�EH�GLIIHUHQW�
WKDQ� RXU� RULJLQDO� HVWLPDWH� DQG� PD\� UHTXLUH� DQ� DGMXVWPHQW�� $OO�
DGMXVWPHQWV�WR�YHQGRU�UHVHUYHV�DUH�LQFOXGHG�LQ�FRVW�RI�SURGXFWV�VROG��
,Q�DGGLWLRQ�� WKH� UHVHUYH�EDODQFH�ZLOO� IOXFWXDWH�GXH� WR�YDULDWLRQV�RI�
RXWVWDQGLQJ�FODLPV�IURP�SHULRG�WR�SHULRG��WLPLQJ�RI�VHWWOHPHQWV�DQG�
VSHFLILF�YHQGRU�LVVXHV��VXFK�DV�EDQNUXSWFLHV��9HQGRU�UHVHUYHV�ZHUH�
����PLOOLRQ DQG�����PLOOLRQ DW�-XQH��������� DQG�������UHVSHFWLYHO\��
H[FOXGLQJ�WKLUG�SDUW\�UHWXUQV��6HH�VHSDUDWH�VHFWLRQ�LQ�1RWH�� IRU�D�
GHVFULSWLRQ�RI�WKLUG�SDUW\�UHWXUQV�
'LVWULEXWLRQ�6HUYLFH�$JUHHPHQW�DQG�2WKHU�9HQGRU�
)HHV
2XU� 3KDUPDFHXWLFDO� VHJPHQW� UHFRJQL]HV� IHHV� UHFHLYHG� IURP� LWV�
GLVWULEXWLRQ�VHUYLFH�DJUHHPHQWV�DQG�RWKHU�IHHV�UHFHLYHG�IURP�YHQGRUV�
UHODWHG�WR�WKH�SXUFKDVH�RU�GLVWULEXWLRQ�RI�WKH�YHQGRUV¶ LQYHQWRU\�ZKHQ�
WKRVH�IHHV�KDYH�EHHQ�HDUQHG�DQG�ZH�DUH�HQWLWOHG�WR�SD\PHQW��6LQFH�
WKH� EHQHILW� SURYLGHG� WR� D� YHQGRU� LV� UHODWHG� WR� WKH� SXUFKDVH� DQG�
GLVWULEXWLRQ�RI� WKH�YHQGRU¶V� LQYHQWRU\��ZH� UHFRJQL]H� WKH� IHHV�DV�D�
UHGXFWLRQ�LQ�WKH�FDUU\LQJ�YDOXH�RI�WKH�LQYHQWRU\�WKDW�JHQHUDWHG�WKH�
IHHV�� DQG� DV� VXFK�� D� UHGXFWLRQ� RI� FRVW� RI� SURGXFWV� VROG� LQ� RXU�
FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV�ZKHQ�WKH�LQYHQWRU\�LV�VROG�
/RVV�&RQWLQJHQFLHV
:H� DFFUXH� IRU� FRQWLQJHQFLHV� UHODWHG� WR� GLVSXWHV�� OLWLJDWLRQ� DQG�
UHJXODWRU\�PDWWHUV�LI�LW�LV�SUREDEOH�WKDW�D�OLDELOLW\�KDV�EHHQ�LQFXUUHG�
DQG�WKH�DPRXQW�RI�WKH�ORVV�FDQ�EH�UHDVRQDEO\�HVWLPDWHG��%HFDXVH�
WKHVH� PDWWHUV� DUH� LQKHUHQWO\� XQSUHGLFWDEOH� DQG� XQIDYRUDEOH�
GHYHORSPHQWV�RU�UHVROXWLRQV�FDQ�RFFXU��DVVHVVLQJ�FRQWLQJHQFLHV�LV�
KLJKO\�VXEMHFWLYH�DQG�UHTXLUHV� MXGJPHQWV�DERXW� IXWXUH�HYHQWV��:H�
UHJXODUO\� UHYLHZ�FRQWLQJHQFLHV� WR�GHWHUPLQH�ZKHWKHU�RXU�DFFUXDOV�
DQG�UHODWHG�GLVFORVXUHV�DUH�DGHTXDWH��7KH�DPRXQW�RI�XOWLPDWH�ORVV�
PD\�GLIIHU�IURP�WKHVH�HVWLPDWHV��6HH�1RWH�� IRU�DGGLWLRQDO�LQIRUPDWLRQ�
UHJDUGLQJ�ORVV�FRQWLQJHQFLHV�
,QFRPH�7D[HV
:H�DFFRXQW�IRU�LQFRPH�WD[HV�XVLQJ�WKH�DVVHW�DQG�OLDELOLW\�PHWKRG��
'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�PHDVXUHG�XVLQJ�HQDFWHG�WD[�
UDWHV�LQ�WKH�UHVSHFWLYH�MXULVGLFWLRQV�LQ�ZKLFK�ZH�RSHUDWH��'HIHUUHG�
WD[HV�DUH�QRW�SURYLGHG�RQ�WKH�XQUHPLWWHG�HDUQLQJV�RI�VXEVLGLDULHV�
RXWVLGH�RI�WKH�8QLWHG�6WDWHV�ZKHQ�LW�LV�H[SHFWHG�WKDW�WKHVH�HDUQLQJV�
DUH�SHUPDQHQWO\�UHLQYHVWHG�
7D[�EHQHILWV�IURP�XQFHUWDLQ�WD[�SRVLWLRQV�DUH�UHFRJQL]HG�ZKHQ�LW�LV�
PRUH� OLNHO\� WKDQ� QRW� WKDW� WKH� SRVLWLRQ� ZLOO� EH� VXVWDLQHG� XSRQ�
H[DPLQDWLRQ� RI� WKH� WHFKQLFDO� PHULWV� RI� WKH� SRVLWLRQ�� LQFOXGLQJ�
UHVROXWLRQV�RI�DQ\�UHODWHG�DSSHDOV�RU�OLWLJDWLRQ�SURFHVVHV��7KH�DPRXQW�
UHFRJQL]HG�LV�PHDVXUHG�DV�WKH�ODUJHVW�DPRXQW�RI�WD[�EHQHILW�WKDW�LV�
JUHDWHU�WKDQ����SHUFHQW OLNHO\�RI�EHLQJ�UHDOL]HG�XSRQ�VHWWOHPHQW��6HH�
1RWH�� IRU�DGGLWLRQDO�LQIRUPDWLRQ�UHJDUGLQJ�LQFRPH�WD[HV�
2WKHU�$FFUXHG�/LDELOLWLHV
2WKHU� DFFUXHG� OLDELOLWLHV� UHSUHVHQW� YDULRXV� FXUUHQW� REOLJDWLRQV��
LQFOXGLQJ�FHUWDLQ�DFFUXHG�RSHUDWLQJ�H[SHQVHV�DQG�WD[HV�SD\DEOH�

1RQFRQWUROOLQJ�,QWHUHVWV�DQG�5HGHHPDEOH�
1RQFRQWUROOLQJ�,QWHUHVWV
1RQFRQWUROOLQJ� LQWHUHVWV� UHSUHVHQW� WKH� SRUWLRQ� RI� QHW� HDUQLQJV��
FRPSUHKHQVLYH� LQFRPH� DQG� QHW� DVVHWV� WKDW� LV� QRW� DWWULEXWDEOH� WR�
&DUGLQDO�+HDOWK��,QF��
7KH� UHGHHPDEOH� QRQFRQWUROOLQJ� LQWHUHVWV� UHODWH� WR� RXU RZQHUVKLS�
LQWHUHVW� LQ� QDYL+HDOWK� +ROGLQJV�� //&�� ��QDYL+HDOWK���� ZKLFK� ZH�
DFTXLUHG�GXULQJ�ILVFDO�������7KH�UHGHHPDEOH�QRQFRQWUROOLQJ�LQWHUHVWV�
DUH�UHGHHPDEOH�DW�WKH�RSWLRQ�RI�WKH�WKLUG�SDUW\�QRQFRQWUROOLQJ�LQWHUHVW�
KROGHUV�DW�DQ\�WLPH�DIWHU�WKH�WZR�\HDU�DQQLYHUVDU\�RI�WKH�FORVLQJ��RU�
HDUOLHU�LI�D�WULJJHU�HYHQW�RFFXUV��$V�VXFK��WKH�QRQFRQWUROOLQJ�LQWHUHVWV�
KDYH�EHHQ�SUHVHQWHG�DV�UHGHHPDEOH�QRQFRQWUROOLQJ�LQWHUHVWV�LQ�RXU�
FRQVROLGDWHG� EDODQFH� VKHHWV��7KH� QRQFRQWUROOLQJ� LQWHUHVWV� ZLOO� EH�
DGMXVWHG�HDFK�SHULRG�IRU�QHW�HDUQLQJV�DQG�GLYLGHQGV�DWWULEXWDEOH�WR�
WKH� QRQFRQWUROOLQJ� LQWHUHVWV� DQG� FKDQJHV� LQ� WKH� QRQFRQWUROOLQJ�
RZQHUVKLS�LQWHUHVWV��LI�DQ\��$Q�DGGLWLRQDO�DGMXVWPHQW�WR�WKH�FDUU\LQJ�
YDOXH�RI�WKH�QRQFRQWUROOLQJ�LQWHUHVWV�PD\�EH�UHTXLUHG�LI�WKH�UHGHPSWLRQ�
YDOXH�XQGHU�WKH�WHUPV�RI�WKH�DJUHHPHQW�H[FHHGV�WKH�FDUU\LQJ�YDOXH��
&KDQJHV�LQ�WKH�FDUU\LQJ�YDOXH�RI�WKH�QRQFRQWUROOLQJ�LQWHUHVWV�UHODWHG�
WR�D�FKDQJH�LQ�WKH�UHGHPSWLRQ�YDOXH�ZLOO�EH�UHFRUGHG�WKURXJK�UHWDLQHG�
HDUQLQJV� DQG� ZLOO� QRW� DIIHFW� QHW� HDUQLQJV� DWWULEXWDEOH� WR� &DUGLQDO�
+HDOWK�� ,QF�� 6HH� 1RWH� � DQG� 1RWH� �� IRU� DGGLWLRQDO� LQIRUPDWLRQ�
UHJDUGLQJ�UHGHHPDEOH�QRQFRQWUROOLQJ�LQWHUHVWV�
6KDUH�%DVHG�&RPSHQVDWLRQ
6KDUH�EDVHG�FRPSHQVDWLRQ�SURYLGHG�WR�HPSOR\HHV�LV�UHFRJQL]HG�LQ�
WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV�EDVHG�RQ�WKH�JUDQW�GDWH�IDLU�
YDOXH�RI�WKH�DZDUGV��7KH�IDLU�YDOXH�RI�VWRFN�RSWLRQV�LV�GHWHUPLQHG�RQ�
WKH� JUDQW� GDWH� XVLQJ� D� ODWWLFH� YDOXDWLRQ� PRGHO�� 7KH� IDLU� YDOXH� RI�
UHVWULFWHG�VKDUH�XQLWV�DQG�SHUIRUPDQFH�VKDUH�XQLWV�LV�GHWHUPLQHG�E\�
WKH�JUDQW�GDWH�PDUNHW�SULFH�RI�RXU�FRPPRQ�VKDUHV��7KH�FRPSHQVDWLRQ�
H[SHQVH� DVVRFLDWHG� ZLWK� QRQYHVWHG� SHUIRUPDQFH� VKDUH� XQLWV� LV�
GHSHQGHQW�RQ�RXU�SHULRGLF�DVVHVVPHQW�RI�WKH�SUREDELOLW\�RI�WKH�WDUJHWV�
EHLQJ�DFKLHYHG�DQG�RXU�HVWLPDWH��ZKLFK�PD\�YDU\�RYHU�WLPH��RI�WKH�
QXPEHU�RI�VKDUHV�WKDW�XOWLPDWHO\�ZLOO�EH�LVVXHG��7KH�FRPSHQVDWLRQ�
H[SHQVH� UHFRJQL]HG� IRU� VKDUH�EDVHG� DZDUGV� LV� QHW� RI� HVWLPDWHG�
IRUIHLWXUHV�DQG�LV�UHFRJQL]HG�UDWDEO\�RYHU�WKH�VHUYLFH�SHULRG�RI�WKH�
DZDUGV�� :H� FODVVLI\� VKDUH�EDVHG� FRPSHQVDWLRQ� H[SHQVH� LQ�
GLVWULEXWLRQ��VHOOLQJ��JHQHUDO�DQG�DGPLQLVWUDWLYH���6*	$���H[SHQVHV�
WR�FRUUHVSRQG�ZLWK�WKH�VDPH�OLQH� LWHP�DV�WKH�PDMRULW\�RI� WKH�FDVK�
FRPSHQVDWLRQ� SDLG� WR� HPSOR\HHV�� ,I� DZDUGV� DUH� PRGLILHG� LQ�
FRQQHFWLRQ�ZLWK�D�UHVWUXFWXULQJ�DFWLYLW\��WKH�LQFUHPHQWDO�VKDUH�EDVHG�
FRPSHQVDWLRQ�H[SHQVH�LV�FODVVLILHG�LQ�UHVWUXFWXULQJ�DQG�HPSOR\HH�
VHYHUDQFH��6HH�1RWH��� IRU�DGGLWLRQDO�LQIRUPDWLRQ�UHJDUGLQJ�VKDUH�
EDVHG�FRPSHQVDWLRQ�
'LYLGHQGV
:H�SDLG�FDVK�GLYLGHQGV�SHU�FRPPRQ�VKDUH�RI������������� DQG������
LQ�ILVFDO����������� DQG�������UHVSHFWLYHO\�
5HYHQXH�5HFRJQLWLRQ
:H�UHFRJQL]H�UHYHQXH�ZKHQ�SHUVXDVLYH�HYLGHQFH�RI�DQ�DUUDQJHPHQW�
H[LVWV�� SURGXFW� GHOLYHU\� KDV� RFFXUUHG� RU� WKH� VHUYLFHV� KDYH� EHHQ�
UHQGHUHG�� WKH� SULFH� LV� IL[HG� RU� GHWHUPLQDEOH�� DQG� FROOHFWDELOLW\� LV�
UHDVRQDEO\�DVVXUHG��
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3KDUPDFHXWLFDO�6HJPHQW
7KH�3KDUPDFHXWLFDO�VHJPHQW�UHFRJQL]HV�GLVWULEXWLRQ�UHYHQXH�ZKHQ�
WLWOH�WUDQVIHUV�WR�LWV�FXVWRPHUV�DQG�ZH�KDYH�QR�IXUWKHU�REOLJDWLRQ�WR�
SURYLGH�VHUYLFHV�UHODWHG�WR�VXFK�PHUFKDQGLVH�
5HYHQXH�IRU�GHOLYHULHV�WKDW�DUH�GLUHFWO\�VKLSSHG�WR�FXVWRPHUV�IURP�
WKH�PDQXIDFWXUHU�ZKHQ�ZH�DFW�DV�DQ�LQWHUPHGLDU\�LQ�WKH�RUGHULQJ�DQG�
GHOLYHU\�RI�SURGXFWV� LV� UHFRUGHG�JURVV��7KLV� LV� LQ�DFFRUGDQFH�ZLWK�
DFFRXQWLQJ�VWDQGDUGV�DGGUHVVLQJ�UHSRUWLQJ�UHYHQXH�RQ�D�JURVV�EDVLV�
DV�D�SULQFLSDO�YHUVXV�RQ�D�QHW�EDVLV�DV�DQ�DJHQW��7KLV�UHYHQXH�LV�
UHFRUGHG�RQ�D�JURVV�EDVLV�VLQFH�ZH�LQFXU�FUHGLW�ULVN�IURP�WKH�FXVWRPHU��
EHDU�WKH�ULVN�RI�ORVV�IRU�LQFRPSOHWH�VKLSPHQWV�DQG�GR�QRW�UHFHLYH�D�
VHSDUDWH�IHH�RU�FRPPLVVLRQ�IRU�WKH�WUDQVDFWLRQ�DQG��DV�VXFK��DUH�WKH�
SULPDU\�REOLJRU��5HYHQXH�IURP�WKHVH�VDOHV�LV�UHFRJQL]HG�ZKHQ�WLWOH�
WUDQVIHUV�WR�WKH�FXVWRPHU�DQG�ZH�KDYH�QR�IXUWKHU�REOLJDWLRQ�WR�SURYLGH�
VHUYLFHV�UHODWHG�WR�VXFK�PHUFKDQGLVH�
5DGLRSKDUPDFHXWLFDO� UHYHQXH� LV� UHFRJQL]HG� XSRQ� GHOLYHU\� RI� WKH�
SURGXFW�WR�WKH�FXVWRPHU�DQG�ZH�KDYH�QR�IXUWKHU�REOLJDWLRQ�WR�SURYLGH�
VHUYLFHV�UHODWHG�WR�VXFK�PHUFKDQGLVH�
0HGLFDO�6HJPHQW
7KH�0HGLFDO�VHJPHQW�UHFRJQL]HV�UHYHQXH�ZKHQ�WLWOH�WUDQVIHUV�WR�LWV�
FXVWRPHUV� DQG�ZH� KDYH� QR� IXUWKHU� REOLJDWLRQ� WR� SURYLGH� VHUYLFHV�
UHODWHG�WR�VXFK�SURGXFWV�
6DOHV�5HWXUQV�DQG�$OORZDQFHV
5HYHQXH� LV� UHFRUGHG� QHW� RI� VDOHV� UHWXUQV� DQG� DOORZDQFHV�� 2XU�
FXVWRPHU� UHWXUQ� SROLFLHV� JHQHUDOO\� UHTXLUH� WKDW� WKH� SURGXFW� EH�
SK\VLFDOO\�UHWXUQHG��VXEMHFW�WR�UHVWRFNLQJ�IHHV��LQ�D�FRQGLWLRQ�VXLWDEOH�
WR�EH�DGGHG�EDFN�WR�LQYHQWRU\�DQG�UHVROG�DW�IXOO�YDOXH��RU�UHWXUQHG�WR�
YHQGRUV� IRU� FUHGLW� �³PHUFKDQWDEOH� SURGXFW´��� 3URGXFW� UHWXUQV� DUH�
JHQHUDOO\�FRQVLVWHQW�WKURXJKRXW�WKH�\HDU�DQG�W\SLFDOO\�DUH�QRW�VSHFLILF�
WR�DQ\�SDUWLFXODU�SURGXFW�RU�FXVWRPHU�
:H�DFFUXH�IRU�HVWLPDWHG�VDOHV�UHWXUQV�DQG�DOORZDQFHV�DW�WKH�WLPH�RI�
VDOH�EDVHG�XSRQ�KLVWRULFDO�FXVWRPHU�UHWXUQ�WUHQGV��PDUJLQ�UDWHV�DQG�
SURFHVVLQJ� FRVWV�� 2XU� DFFUXDO� IRU� VDOHV� UHWXUQV� LV� UHIOHFWHG� DV� D�
UHGXFWLRQ�RI�UHYHQXH�DQG�FRVW�RI�SURGXFWV�VROG�IRU�WKH�VDOHV�SULFH�DQG�
FRVW�� UHVSHFWLYHO\�� $W� -XQH����� ���� DQG� ������ WKH� DFFUXDO� IRU�
HVWLPDWHG�VDOHV�UHWXUQV�DQG�DOORZDQFHV�ZDV������PLOOLRQ DQG������
PLOOLRQ�� UHVSHFWLYHO\�� WKH� LPSDFW� RI� ZKLFK� LV� UHIOHFWHG� LQ� WUDGH�
UHFHLYDEOHV�� QHW� DQG� LQYHQWRULHV�� QHW� LQ� WKH� FRQVROLGDWHG� EDODQFH�
VKHHWV��6DOHV�UHWXUQV�DQG�DOORZDQFHV�ZHUH������ELOOLRQ�������ELOOLRQ
DQG������ELOOLRQ��IRU�ILVFDO����������� DQG�������UHVSHFWLYHO\��
7KLUG�3DUW\�5HWXUQV
6LQFH�ZH�JHQHUDOO\�GR�QRW�DFFHSW�QRQ�PHUFKDQWDEOH�SURGXFW�UHWXUQV�
IURP�RXU�FXVWRPHUV��PDQ\�RI�RXU�FXVWRPHUV�UHWXUQ�QRQ�PHUFKDQWDEOH�
SKDUPDFHXWLFDO�SURGXFWV�WR�WKH�PDQXIDFWXUHU�WKURXJK�WKLUG�SDUWLHV��
6LQFH�RXU�FXVWRPHUV�JHQHUDOO\�GR�QRW�KDYH�D�GLUHFW�UHODWLRQVKLS�ZLWK�
PDQXIDFWXUHUV�� RXU� YHQGRUV�SDVV� WKH� YDOXH�RI� VXFK� UHWXUQV� WR�XV�
�XVXDOO\�LQ�WKH�IRUP�RI�DQ�DFFRXQWV�SD\DEOH�GHGXFWLRQ��IRU�GLVWULEXWLRQ�
WR� FXVWRPHUV�� :H�� LQ� WXUQ�� SDVV� WKH� YDOXH� UHFHLYHG�� OHVV� DQ�
DGPLQLVWUDWLYH�IHH��WR�RXU�FXVWRPHU��,Q�FHUWDLQ�LQVWDQFHV��ZH�SDVV�WKH�
HVWLPDWHG�YDOXH�RI�WKH�UHWXUQ�WR�RXU�FXVWRPHU�SULRU�WR�RXU�UHFHLSW�RI�
WKH�YDOXH�IURP�WKH�YHQGRU��$OWKRXJK�ZH�EHOLHYH�ZH�KDYH�VDWLVIDFWRU\�
SURWHFWLRQV��ZH�FRXOG�EH�VXEMHFW�WR�FODLPV�IURP�FXVWRPHUV�RU�YHQGRUV�
LI�RXU�DGPLQLVWUDWLRQ�RI� WKLV�RYHUDOO�SURFHVV�ZDV�GHILFLHQW� LQ�VRPH�

UHVSHFW�RU�RXU�FRQWUDFWXDO�WHUPV�ZLWK�YHQGRUV�DUH�LQ�FRQIOLFW�ZLWK�RXU�
FRQWUDFWXDO�WHUPV�ZLWK�RXU�FXVWRPHUV��:H�KDYH�PDLQWDLQHG�UHVHUYHV�
IRU�VRPH�RI�WKHVH�VLWXDWLRQV�EDVHG�RQ�WKHLU�QDWXUH�DQG�RXU�KLVWRULFDO�
H[SHULHQFH�ZLWK�WKHLU�UHVROXWLRQ�
6KLSSLQJ�DQG�+DQGOLQJ
6KLSSLQJ� DQG� KDQGOLQJ� FRVWV� DUH� SULPDULO\� LQFOXGHG� LQ� 6*	$
H[SHQVHV�LQ�RXU�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV��6KLSSLQJ�DQG�
KDQGOLQJ�FRVWV�LQFOXGH�DOO�GHOLYHU\�H[SHQVHV�DV�ZHOO�DV�DOO�FRVWV�WR�
SUHSDUH�WKH�SURGXFW�IRU�VKLSPHQW�WR�WKH�HQG�FXVWRPHU��6KLSSLQJ�DQG�
KDQGOLQJ�FRVWV�ZHUH������PLOOLRQ�������PLOOLRQ DQG������PLOOLRQ��IRU�
ILVFDO� ������ ���� DQG� ������ UHVSHFWLYHO\�� 5HYHQXH� UHFHLYHG� IRU�
VKLSSLQJ�DQG�KDQGOLQJ�ZDV�LPPDWHULDO�IRU�DOO�SHULRGV�SUHVHQWHG�
5HVWUXFWXULQJ�DQG�(PSOR\HH�6HYHUDQFH
:H� FRQVLGHU� UHVWUXFWXULQJ� DFWLYLWLHV� WR� EH� SURJUDPV� E\�ZKLFK�ZH�
IXQGDPHQWDOO\� FKDQJH� RXU� RSHUDWLRQV�� VXFK� DV� FORVLQJ� DQG�
FRQVROLGDWLQJ�IDFLOLWLHV��PRYLQJ�PDQXIDFWXULQJ�RI�D�SURGXFW�WR�DQRWKHU�
ORFDWLRQ�� SURGXFWLRQ� RU� EXVLQHVV� SURFHVV� VRXUFLQJ�� HPSOR\HH�
VHYHUDQFH� �LQFOXGLQJ� UDWLRQDOL]LQJ� KHDGFRXQW� RU� RWKHU� VLJQLILFDQW�
FKDQJHV� LQ� SHUVRQQHO�� DQG� UHDOLJQLQJ� RSHUDWLRQV� �LQFOXGLQJ�
UHDOLJQPHQW� RI� WKH� PDQDJHPHQW� VWUXFWXUH� RI� D� EXVLQHVV� XQLW� LQ�
UHVSRQVH�WR�FKDQJLQJ�PDUNHW�FRQGLWLRQV���6HH�1RWH�� IRU�DGGLWLRQDO�
LQIRUPDWLRQ�UHJDUGLQJ�RXU�UHVWUXFWXULQJ�DFWLYLWLHV�
$PRUWL]DWLRQ�DQG�2WKHU�$FTXLVLWLRQ�5HODWHG�&RVWV
:H�FODVVLI\�FHUWDLQ�FRVWV�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�DFTXLVLWLRQV�DV�
DPRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV�LQ�RXU�FRQVROLGDWHG�
VWDWHPHQWV� RI� HDUQLQJV�� 7KHVH� FRVWV� FRQVLVW� RI� DPRUWL]DWLRQ� RI�
DFTXLVLWLRQ�UHODWHG� LQWDQJLEOH�DVVHWV�� WUDQVDFWLRQ�FRVWV�� LQWHJUDWLRQ�
FRVWV� DQG� FKDQJHV� LQ� WKH� IDLU� YDOXH� RI� FRQWLQJHQW� FRQVLGHUDWLRQ�
REOLJDWLRQV�� 7UDQVDFWLRQ� FRVWV� DUH� LQFXUUHG� GXULQJ� WKH� LQLWLDO�
HYDOXDWLRQ�RI�D�SRWHQWLDO�DFTXLVLWLRQ�DQG�SULPDULO\�UHODWH�WR�FRVWV�WR�
DQDO\]H��QHJRWLDWH�DQG�FRQVXPPDWH�WKH�WUDQVDFWLRQ�DV�ZHOO�DV�GXH�
GLOLJHQFH�DFWLYLWLHV��,QWHJUDWLRQ�FRVWV�UHODWH�WR�DFWLYLWLHV�UHTXLUHG�WR�
FRPELQH�WKH�RSHUDWLRQV�RI�DQ�DFTXLUHG�HQWHUSULVH�LQWR�RXU�RSHUDWLRQV�
DQG��LQ�WKH�FDVH�RI�WKH�&RUGLV�EXVLQHVV��WR�VWDQG�XS�WKH�V\VWHPV�DQG�
SURFHVVHV�QHHGHG�WR�VXSSRUW�LWV�JOREDO�IRRWSULQW��:H�UHFRUG�FKDQJHV�
LQ� WKH�IDLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ�REOLJDWLRQV�UHODWLQJ� WR�
DFTXLVLWLRQV� DV� LQFRPH� RU� H[SHQVH� LQ� DPRUWL]DWLRQ� DQG� RWKHU�
DFTXLVLWLRQ�UHODWHG� FRVWV�� 6HH� 1RWH� � IRU� DGGLWLRQDO� LQIRUPDWLRQ�
UHJDUGLQJ�DPRUWL]DWLRQ�RI�DFTXLVLWLRQ�UHODWHG�LQWDQJLEOH�DVVHWV�DQG�
1RWH� �� IRU� DGGLWLRQDO� LQIRUPDWLRQ� UHJDUGLQJ� FRQWLQJHQW�
FRQVLGHUDWLRQ�
7UDQVODWLRQ�RI�)RUHLJQ�&XUUHQFLHV
)LQDQFLDO�VWDWHPHQWV�RI�RXU�VXEVLGLDULHV�RXWVLGH�WKH�8QLWHG�6WDWHV�DUH�
JHQHUDOO\� PHDVXUHG� XVLQJ� WKH� ORFDO� FXUUHQF\� DV� WKH� IXQFWLRQDO�
FXUUHQF\��$GMXVWPHQWV�WR�WUDQVODWH�WKH�DVVHWV�DQG�OLDELOLWLHV�RI�WKHVH�
IRUHLJQ� VXEVLGLDULHV� LQWR� 8�6��GROODUV� DUH� DFFXPXODWHG� LQ�
VKDUHKROGHUV¶ HTXLW\� WKURXJK�$2&,� XWLOL]LQJ� SHULRG�HQG� H[FKDQJH�
UDWHV�� 5HYHQXHV� DQG� H[SHQVHV� RI� WKHVH� IRUHLJQ� VXEVLGLDULHV� DUH�
WUDQVODWHG�XVLQJ�DYHUDJH�H[FKDQJH�UDWHV�GXULQJ�WKH�\HDU�
7KH�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�JDLQV��ORVVHV��LQFOXGHG�LQ�$2&,�DW�
-XQH��������� DQG����� DUH�SUHVHQWHG�LQ�1RWH�����)RUHLJQ�FXUUHQF\�
WUDQVDFWLRQ� JDLQV� DQG� ORVVHV� IRU� WKH� SHULRG� DUH� LQFOXGHG� LQ� WKH�



1RWHV�WR�)LQDQFLDO�6WDWHPHQWV

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

FRQVROLGDWHG� VWDWHPHQWV� RI� HDUQLQJV� LQ� WKHLU� UHVSHFWLYH� ILQDQFLDO�
VWDWHPHQW�OLQH�LWHP�
,QWHUHVW�5DWH��&XUUHQF\�DQG�&RPPRGLW\�5LVN
$OO� GHULYDWLYH� LQVWUXPHQWV� DUH� UHFRJQL]HG� DW� IDLU� YDOXH� RQ� WKH�
FRQVROLGDWHG� EDODQFH� VKHHWV� DQG� DOO� FKDQJHV� LQ� IDLU� YDOXH� DUH�
UHFRJQL]HG�LQ�QHW�HDUQLQJV�RU�VKDUHKROGHUV¶ HTXLW\�WKURXJK�$2&,��QHW�
RI�WD[�
)RU�FRQWUDFWV�WKDW�TXDOLI\�IRU�KHGJH�DFFRXQWLQJ�WUHDWPHQW��WKH�KHGJH�
FRQWUDFWV�PXVW�EH�HIIHFWLYH�DW�UHGXFLQJ�WKH�ULVN�DVVRFLDWHG�ZLWK�WKH�
H[SRVXUH�EHLQJ�KHGJHG�DQG�PXVW�EH�GHVLJQDWHG�DV�D�KHGJH�DW�WKH�
LQFHSWLRQ� RI� WKH� FRQWUDFW�� +HGJH� HIIHFWLYHQHVV� LV� DVVHVVHG�
SHULRGLFDOO\�� $Q\� FRQWUDFW� QRW� GHVLJQDWHG� DV� D� KHGJH�� RU� VR�
GHVLJQDWHG�EXW�LQHIIHFWLYH��LV�DGMXVWHG�WR�IDLU�YDOXH�DQG�UHFRJQL]HG�
LPPHGLDWHO\�LQ�QHW�HDUQLQJV��,I�D�IDLU�YDOXH�RU�FDVK�IORZ�KHGJH�FHDVHV�
WR�TXDOLI\�IRU�KHGJH�DFFRXQWLQJ�WUHDWPHQW��WKH�FRQWUDFW�FRQWLQXHV�WR�
EH�FDUULHG�RQ�WKH�EDODQFH�VKHHW�DW�IDLU�YDOXH�XQWLO�VHWWOHG�DQG�IXWXUH�
DGMXVWPHQWV�WR�WKH�FRQWUDFW¶V�IDLU�YDOXH�DUH�UHFRJQL]HG�LPPHGLDWHO\�
LQ�QHW�HDUQLQJV��,I�D�IRUHFDVWHG�WUDQVDFWLRQ�LV�SUREDEOH�QRW�WR�RFFXU��
DPRXQWV�SUHYLRXVO\�GHIHUUHG�LQ�$2&,�DUH�UHFRJQL]HG�LPPHGLDWHO\�LQ�
QHW�HDUQLQJV��6HH�1RWH��� IRU�DGGLWLRQDO�LQIRUPDWLRQ�UHJDUGLQJ�RXU�
GHULYDWLYH� LQVWUXPHQWV�� LQFOXGLQJ� WKH� DFFRXQWLQJ� WUHDWPHQW� IRU�
LQVWUXPHQWV� GHVLJQDWHG� DV� IDLU� YDOXH�� FDVK� IORZ� DQG� HFRQRPLF�
KHGJHV�
)DLU�9DOXH�0HDVXUHPHQWV
)DLU�YDOXH�LV�GHILQHG�DV�WKH�SULFH�WKDW�ZRXOG�EH�UHFHLYHG�XSRQ�VHOOLQJ�
DQ�DVVHW�RU�WKH�SULFH�SDLG�WR�WUDQVIHU�D�OLDELOLW\�RQ�WKH�PHDVXUHPHQW�
GDWH��,W�IRFXVHV�RQ�WKH�H[LW�SULFH�LQ�WKH�SULQFLSDO�RU�PRVW�DGYDQWDJHRXV�
PDUNHW� IRU� WKH�DVVHW�RU� OLDELOLW\� LQ�DQ�RUGHUO\� WUDQVDFWLRQ�EHWZHHQ�
ZLOOLQJ� PDUNHW� SDUWLFLSDQWV�� $ WKUHH�WLHU� IDLU� YDOXH� KLHUDUFK\� LV�
HVWDEOLVKHG�DV� D� EDVLV� IRU� FRQVLGHULQJ� VXFK�DVVXPSWLRQV� DQG� IRU�
LQSXWV�XVHG�LQ�WKH�YDOXDWLRQ�PHWKRGRORJLHV�LQ�PHDVXULQJ�IDLU�YDOXH��
7KLV�KLHUDUFK\�UHTXLUHV�HQWLWLHV�WR�PD[LPL]H�WKH�XVH�RI�REVHUYDEOH�
LQSXWV�DQG�PLQLPL]H�WKH�XVH�RI�XQREVHUYDEOH�LQSXWV��7KH�WKUHH�OHYHOV�
RI�LQSXWV�XVHG�WR�PHDVXUH�IDLU�YDOXHV�DUH�
/HYHO����� 2EVHUYDEOH�SULFHV� LQ�DFWLYH�PDUNHWV� IRU� LGHQWLFDO�DVVHWV�

DQG�OLDELOLWLHV�
/HYHO����� 2EVHUYDEOH� LQSXWV� RWKHU� WKDQ� TXRWHG� SULFHV� LQ� DFWLYH�

PDUNHWV�IRU�LGHQWLFDO�DVVHWV�DQG�OLDELOLWLHV�
/HYHO����� 8QREVHUYDEOH� LQSXWV� WKDW� DUH� VXSSRUWHG� E\� OLWWOH� RU� QR�

PDUNHW�DFWLYLW\�DQG�WKDW�DUH�VLJQLILFDQW�WR�WKH�IDLU�YDOXH�RI�
WKH�DVVHWV�DQG�OLDELOLWLHV�

6HH� 1RWH� �� IRU� DGGLWLRQDO� LQIRUPDWLRQ� UHJDUGLQJ� IDLU� YDOXH�
PHDVXUHPHQWV�
5HFHQW�)LQDQFLDO�$FFRXQWLQJ�6WDQGDUGV
,Q�-XQH�������WKH�)LQDQFLDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG���)$6%���
LVVXHG� DPHQGHG� DFFRXQWLQJ� JXLGDQFH� WKDW� ZLOO� UHTXLUH� HQWLWLHV� WR�
PHDVXUH� FUHGLW� ORVVHV� RQ� WUDGH� DQG� RWKHU� UHFHLYDEOHV�� KHOG�WR�
PDWXULW\� GHEW� VHFXULWLHV�� ORDQV� DQG� RWKHU� LQVWUXPHQWV� XVLQJ� DQ�
�H[SHFWHG�FUHGLW� ORVV��PRGHO� WKDW� FRQVLGHUV�KLVWRULFDO�H[SHULHQFH��
FXUUHQW� FRQGLWLRQV� DQG� UHDVRQDEOH� VXSSRUWDEOH� IRUHFDVWV�� 7KLV�
JXLGDQFH�DOVR�UHTXLUHV�WKDW�FUHGLW�ORVVHV�RQ�DYDLODEOH�IRU�VDOH�GHEW�
VHFXULWLHV�ZLWK�XQUHDOL]HG�ORVVHV�EH�UHFRJQL]HG�DV�DOORZDQFHV�UDWKHU�
WKDQ� DV� GHGXFWLRQV� LQ� WKH� DPRUWL]HG� FRVW� RI� WKH� VHFXULWLHV�� 7KLV�

JXLGDQFH�ZLOO�EH�HIIHFWLYH�IRU�XV�LQ�WKH�ILUVW�TXDUWHU�RI�ILVFDO�������:H�
DUH�FXUUHQWO\�HYDOXDWLQJ�WKH�LPSDFW�RI�DGRSWLRQ�RQ�RXU�FRQVROLGDWHG�
ILQDQFLDO�VWDWHPHQWV�
,Q�0DUFK�������WKH�)$6%�LVVXHG�DPHQGHG�DFFRXQWLQJ�JXLGDQFH�WKDW�
ZLOO� FKDQJH� WKH� DFFRXQWLQJ� IRU� FHUWDLQ� DVSHFWV� RI� VKDUH�EDVHG�
FRPSHQVDWLRQ�WR�HPSOR\HHV��7KH�JXLGDQFH�UHTXLUHV�DOO�LQFRPH�WD[�
HIIHFWV�RI�VKDUH�EDVHG�DZDUGV�WR�EH�UHFRJQL]HG�LQ�WKH�VWDWHPHQW�RI�
HDUQLQJV�DV�DZDUGV�YHVW�RU�DUH�VHWWOHG��$GGLWLRQDOO\�� WKH�JXLGDQFH�
LQFUHDVHV� WKH�DPRXQW�HPSOR\HUV� FDQ�ZLWKKROG� LQ� VKDUHV� WR� FRYHU�
HPSOR\HH�LQFRPH�WD[HV�ZLWKRXW�UHTXLULQJ�OLDELOLW\�FODVVLILFDWLRQ�DQG�
DOORZV�D�SROLF\�HOHFWLRQ�IRU�DFFRXQWLQJ�IRU�IRUIHLWXUHV��7KLV�JXLGDQFH�
ZLOO�EH�HIIHFWLYH�IRU�XV�LQ�WKH�ILUVW�TXDUWHU�RI�ILVFDO�������ZLWK�HDUO\�
DGRSWLRQ�SHUPLWWHG��:H�DUH�FXUUHQWO\�HYDOXDWLQJ� WKH� LPSDFW�RI� WKH�
DGRSWLRQ�RQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG�WKH�WLPLQJ�RI�
DGRSWLRQ�
,Q�)HEUXDU\�������WKH�)$6%�LVVXHG�DPHQGHG�DFFRXQWLQJ�JXLGDQFH�
WKDW�UHTXLUHV�OHVVHHV�WR�UHFRJQL]H�PRVW�OHDVHV�RQ�WKH�EDODQFH�VKHHW�
DV� D� OHDVH� OLDELOLW\� DQG� FRUUHVSRQGLQJ� ULJKW�RI�XVH� DVVHW�� 7KLV�
JXLGDQFH�ZLOO�EH�HIIHFWLYH�IRU�XV�LQ�WKH�ILUVW�TXDUWHU�RI�ILVFDO�������ZLWK�
HDUO\�DGRSWLRQ�SHUPLWWHG��:H�DUH�FXUUHQWO\�HYDOXDWLQJ�WKH�LPSDFW�RI�
WKH�DGRSWLRQ�RQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�
,Q�-DQXDU\�������WKH�)$6%�LVVXHG�DPHQGHG�DFFRXQWLQJ�JXLGDQFH�
LQWHQGHG�WR�LPSURYH�WKH�UHFRJQLWLRQ�DQG�PHDVXUHPHQW�RI�ILQDQFLDO�
LQVWUXPHQWV�� 7KH� DPHQGHG� JXLGDQFH� SULPDULO\� FKDQJHV� WKH�
DFFRXQWLQJ�IRU�HTXLW\�LQYHVWPHQWV��ILQDQFLDO�OLDELOLWLHV�XQGHU�WKH�IDLU�
YDOXH�RSWLRQ��WKH�PHWKRG�IRU�DVVHVVLQJ�WKH�UHDOL]DELOLW\�RI�GHIHUUHG�
WD[� DVVHWV� UHODWHG� WR� DYDLODEOH�IRU�VDOH� VHFXULWLHV�� DQG� WKH�
SUHVHQWDWLRQ�DQG�GLVFORVXUH�UHTXLUHPHQWV�IRU�ILQDQFLDO�LQVWUXPHQWV��
7KLV�FODVVLILFDWLRQ�DQG�PHDVXUHPHQW�JXLGDQFH�ZLOO�EH�HIIHFWLYH�IRU�XV�
LQ�WKH�ILUVW�TXDUWHU�RI�ILVFDO�������ZLWK�HDUO\�DGRSWLRQ�SHUPLWWHG��:H�
DUH� FXUUHQWO\� HYDOXDWLQJ� WKH� LPSDFW� RI� WKH� DGRSWLRQ� RQ� RXU�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�
,Q�1RYHPEHU�������WKH�)$6%�LVVXHG�DPHQGHG�DFFRXQWLQJ�JXLGDQFH�
WKDW�VLPSOLILHV�WKH�DFFRXQWLQJ�IRU�LQFRPH�WD[HV��8QGHU�WKLV�DPHQGHG�
JXLGDQFH��GHIHUUHG� WD[�DVVHWV�DQG� OLDELOLWLHV�PXVW�EH�FODVVLILHG�DV�
QRQFXUUHQW�RQ�WKH�EDODQFH�VKHHW�LQVWHDG�RI�VHSDUDWLQJ�GHIHUUHG�WD[�
LWHPV� LQWR� FXUUHQW� DQG� QRQFXUUHQW� DPRXQWV�� :H� DGRSWHG� WKLV�
JXLGDQFH�RQ�D�SURVSHFWLYH�EDVLV�LQ�WKH�VHFRQG�TXDUWHU�RI�ILVFDO�������
,Q�DFFRUGDQFH�ZLWK�WKH�DGRSWLRQ�RI�WKLV�JXLGDQFH��EDODQFHV�ZHUH�QRW�
UHWURVSHFWLYHO\� DGMXVWHG�� 8SRQ� DGRSWLRQ� RI� WKLV� JXLGDQFH�� FXUUHQW�
GHIHUUHG�WD[�DVVHWV�RI�����PLOOLRQ�DQG�FXUUHQW�GHIHUUHG�WD[�OLDELOLWLHV�
RI������ ELOOLRQ�LQ� RXU�'HFHPEHU����� �����FRQGHQVHG� FRQVROLGDWHG�
EDODQFH�VKHHW�ZHUH�UHFODVVLILHG�DV�QRQFXUUHQW��7KH�DGRSWLRQ�RI�WKLV�
JXLGDQFH�KDG�QR�LPSDFW�RQ�RXU�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV��
FRPSUHKHQVLYH�LQFRPH�RU�FDVK�IORZV�
,Q�6HSWHPEHU�������WKH�)$6%�LVVXHG�DPHQGHG�DFFRXQWLQJ�JXLGDQFH�
WKDW� HOLPLQDWHV� WKH� UHTXLUHPHQW� WKDW� DQ� DFTXLUHU� LQ� D� EXVLQHVV�
FRPELQDWLRQ� DFFRXQW� IRU� PHDVXUHPHQW�SHULRG� DGMXVWPHQWV� RQ� D�
UHWURVSHFWLYH�EDVLV��8QGHU�WKLV�DPHQGHG�JXLGDQFH��WKH�DFTXLUHU�ZLOO�
UHFRJQL]H�D�PHDVXUHPHQW�SHULRG�DGMXVWPHQW� GXULQJ� WKH�SHULRG� LQ�
ZKLFK�LW�GHWHUPLQHV�WKH�DPRXQW�RI�WKH�DGMXVWPHQW��:H�DGRSWHG�WKLV�
JXLGDQFH�LQ�WKH�VHFRQG�TXDUWHU�RI�ILVFDO�������7KH�DGRSWLRQ�RI�WKLV�
JXLGDQFH� GLG� QRW� PDWHULDOO\� LPSDFW� RXU� FRQVROLGDWHG� ILQDQFLDO�
VWDWHPHQWV�
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�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

,Q�-XO\�������WKH�)$6%�LVVXHG�DPHQGHG�DFFRXQWLQJ�JXLGDQFH�WKDW�
VLPSOLILHV� WKH� FXUUHQW� JXLGDQFH� VXUURXQGLQJ� WKH� PHDVXUHPHQW� RI�
LQYHQWRU\��8QGHU�WKLV�DPHQGHG�JXLGDQFH��LQYHQWRU\�LV�PHDVXUHG�DW�
WKH�ORZHU�RI�FRVW�DQG�QHW�UHDOL]DEOH�YDOXH��ZKLFK�HOLPLQDWHV�WKH�QHHG�
WR�GHWHUPLQH�UHSODFHPHQW�FRVW�DQG�HYDOXDWH�ZKHWKHU�WKH�LQYHQWRU\�
LV�DERYH�RU�EHORZ�QHW�UHDOL]DEOH�YDOXH��1HW�UHDOL]DEOH�YDOXH�LV�GHILQHG�
DV�WKH�HVWLPDWHG�VHOOLQJ�SULFHV�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��
OHVV� UHDVRQDEO\� SUHGLFWDEOH� FRVWV� RI� FRPSOHWLRQ�� GLVSRVDO� DQG�
WUDQVSRUWDWLRQ��7KH�DPHQGHG�JXLGDQFH�GRHV�QRW�DSSO\�WR�LQYHQWRU\�
PHDVXUHG�XQGHU�WKH�/,)2�PHWKRG��7KLV�DPHQGPHQW�ZLOO�EH�HIIHFWLYH�
IRU�XV�LQ�WKH�ILUVW�TXDUWHU�RI�ILVFDO�������:H�DUH�FXUUHQWO\�HYDOXDWLQJ�
WKH� LPSDFW� RI� DGRSWLRQ� RQ� RXU� ILQDQFLDO� SRVLWLRQ� DQG� UHVXOWV� RI�
RSHUDWLRQV�
,Q�$SULO�������WKH�)$6%�LVVXHG�DPHQGHG�DFFRXQWLQJ�JXLGDQFH�WKDW�
FODULILHV�WKH�FLUFXPVWDQFHV�XQGHU�ZKLFK�D�FORXG�FRPSXWLQJ�FXVWRPHU�
ZRXOG� DFFRXQW� IRU� WKH� DUUDQJHPHQW� DV� D� OLFHQVH� RI� LQWHUQDO�XVH�
VRIWZDUH��,I�LW�LV�GHWHUPLQHG�WKDW�D�VRIWZDUH�OLFHQVH�GRHV�QRW�H[LVW�LQ�
WKH�DUUDQJHPHQW��WKH�FXVWRPHU�ZRXOG�DFFRXQW�IRU�WKLV�DUUDQJHPHQW�
DV�D�VHUYLFH�FRQWUDFW��7KLV�DPHQGPHQW�ZLOO�EH�HIIHFWLYH�IRU�XV�LQ�WKH�
ILUVW�TXDUWHU�RI�ILVFDO�������:H�GR�QRW�H[SHFW�WKH�DGRSWLRQ�WR�KDYH�D�
PDWHULDO�LPSDFW�RQ�RXU�ILQDQFLDO�SRVLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQV�
$OVR�LQ�$SULO�������WKH�)$6%�LVVXHG�DPHQGHG�DFFRXQWLQJ�JXLGDQFH�
UHODWHG� WR� WKH�SUHVHQWDWLRQ�RI�GHEW� LVVXDQFH�FRVWV� LQ� WKH� ILQDQFLDO�
VWDWHPHQWV��7KLV�JXLGDQFH�UHTXLUHV�DQ�HQWLW\�WR�SUHVHQW�VXFK�FRVWV�
LQ�WKH�EDODQFH�VKHHW�DV�D�GLUHFW�GHGXFWLRQ�IURP�WKH�UHODWHG�GHEW�UDWKHU�
WKDQ�DV�DQ�DVVHW��7KLV�DPHQGPHQW�ZLOO�EH�HIIHFWLYH�IRU�XV�LQ�WKH�ILUVW�
TXDUWHU�RI�ILVFDO�������$GRSWLRQ�RI�WKH�JXLGDQFH�ZRXOG�UHFODVVLI\�GHEW�
LVVXDQFH� FRVWV� IURP� RWKHU� DVVHWV� WR� ORQJ�WHUP� REOLJDWLRQV�� OHVV�
FXUUHQW�SRUWLRQ�ZLWKLQ� WKH�FRQVROLGDWHG�EDODQFH�VKHHW��:H�GR�QRW�
H[SHFW�WKH�DGRSWLRQ�WR�KDYH�D�PDWHULDO�LPSDFW�RQ�RXU�ILQDQFLDO�SRVLWLRQ�
RU�UHVXOWV�RI�RSHUDWLRQV��
,Q�$XJXVW� ������ WKH�)$6%� LVVXHG�DPHQGHG�DFFRXQWLQJ� JXLGDQFH�
UHODWHG�WR�XQFHUWDLQWLHV�DERXW�DQ�HQWLW\¶V�DELOLW\�WR�FRQWLQXH�DV�D�JRLQJ�
FRQFHUQ��7KLV�JXLGDQFH�UHTXLUHV�PDQDJHPHQW�WR�HYDOXDWH�ZKHWKHU�
WKHUH�LV�VXEVWDQWLDO�GRXEW�DERXW�D�FRPSDQ\¶V�DELOLW\�WR�FRQWLQXH�DV�D�
JRLQJ�FRQFHUQ��7KLV�DPHQGPHQW�ZLOO�EH�HIIHFWLYH�IRU�XV�LQ�WKH�IRXUWK�
TXDUWHU�RI�ILVFDO�������ZLWK�HDUO\�DGRSWLRQ�SHUPLWWHG��:H�GR�QRW�H[SHFW�
WKH� DGRSWLRQ� RI� WKLV� JXLGDQFH� WR� LPSDFW� RXU� ILQDQFLDO� VWDWHPHQW�
GLVFORVXUHV�
,Q�0D\�������WKH�)$6%�LVVXHG�DPHQGHG�DFFRXQWLQJ�JXLGDQFH�UHODWHG�
WR�UHYHQXH�UHFRJQLWLRQ��7KLV�JXLGDQFH�LV�EDVHG�RQ�WKH�SULQFLSOH�WKDW�
UHYHQXH�LV�UHFRJQL]HG�LQ�DQ�DPRXQW�WKDW�UHIOHFWV�WKH�FRQVLGHUDWLRQ�
WR�ZKLFK�DQ�HQWLW\�H[SHFWV�WR�EH�HQWLWOHG�LQ�H[FKDQJH�IRU�WKH�WUDQVIHU�
RI� JRRGV� RU� VHUYLFHV� WR� FXVWRPHUV�� 7KH� JXLGDQFH� DOVR� UHTXLUHV�
DGGLWLRQDO� GLVFORVXUH� DERXW� WKH� QDWXUH�� DPRXQW�� WLPLQJ�� DQG�
XQFHUWDLQW\� RI� UHYHQXH� DQG� FDVK� IORZV� DULVLQJ� IURP� FXVWRPHU�
FRQWUDFWV��LQFOXGLQJ�VLJQLILFDQW�MXGJPHQWV�DQG�FKDQJHV�LQ�MXGJPHQWV�
DQG� DVVHWV� UHFRJQL]HG� IURP� FRVWV� LQFXUUHG� WR� REWDLQ� RU� IXOILOO� D�
FRQWUDFW��,Q�-XO\�������WKH�)$6%�GHIHUUHG�WKH�HIIHFWLYH�GDWH�IRU�RQH�
\HDU�EH\RQG�WKH�RULJLQDOO\�VSHFLILHG�HIIHFWLYH�GDWH��7KLV�DPHQGPHQW�
ZLOO�EH�HIIHFWLYH�IRU�XV�LQ�WKH�ILUVW�TXDUWHU�RI�ILVFDO�������:H�DUH�LQ�WKH�
SURFHVV�RI� DVVHVVLQJ� DQ\�GLIIHUHQFHV�EHWZHHQ� WKH�DPHQGHG�DQG�
H[LVWLQJ� JXLGDQFH� WKDW� FRXOG� LPSDFW� RXU� FRQVROLGDWHG� ILQDQFLDO�
VWDWHPHQWV�DQG�FRQWLQXLQJ�WR�HYDOXDWH�WKH�RSWLRQV�IRU�DGRSWLRQ�

,Q�$SULO�������WKH�)$6%�LVVXHG�DPHQGHG�DFFRXQWLQJ�JXLGDQFH�UHODWHG�
WR� WKH� UHSRUWLQJ� RI� GLVFRQWLQXHG� RSHUDWLRQV� DQG� GLVFORVXUHV� RI�
GLVSRVDOV� RI� FRPSRQHQWV� RI� DQ� HQWLW\�� 7KH� DPHQGHG� JXLGDQFH�
FKDQJHV� WKH� WKUHVKROGV� IRU� GLVSRVDOV� WR� TXDOLI\� DV� GLVFRQWLQXHG�
RSHUDWLRQV� DQG� UHTXLUHV� DGGLWLRQDO� GLVFORVXUHV�� :H� DGRSWHG� WKLV�
JXLGDQFH� LQ� WKH� ILUVW� TXDUWHU� RI� ILVFDO� ������ 7KH� DGRSWLRQ� RI� WKLV�
JXLGDQFH�GLG�QRW�LPSDFW�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�
���$FTXLVLWLRQV
'XULQJ� ILVFDO� ������ ZH� FRPSOHWHG� VHYHUDO� DFTXLVLWLRQV�� WKH� PRVW�
VLJQLILFDQW�RI�ZKLFK�DUH�GHVFULEHG�LQ�PRUH�GHWDLO�EHORZ��7KH�SUR�IRUPD�
UHVXOWV� RI� RSHUDWLRQV� DQG� WKH� UHVXOWV� RI� RSHUDWLRQV� IRU� DFTXLUHG�
EXVLQHVVHV� VLQFH� WKH�DFTXLVLWLRQ�GDWHV�KDYH�QRW� EHHQ� VHSDUDWHO\�
GLVFORVHG�EHFDXVH�WKH�HIIHFWV�ZHUH�QRW�VLJQLILFDQW�FRPSDUHG�WR�WKH�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��LQGLYLGXDOO\�RU�LQ�WKH�DJJUHJDWH��
&RUGLV
2Q�2FWREHU����������ZH�DFTXLUHG�&RUGLV�IURP�(WKLFRQ��,QF���D�ZKROO\�
RZQHG�VXEVLGLDU\�RI�-RKQVRQ�	�-RKQVRQ��IRU������ELOOLRQ XVLQJ�FDVK�
RQ� KDQG� DQG� SURFHHGV� IURP�RXU� GHEW� RIIHULQJ� LQ� -XQH� ������7KH�
DFTXLVLWLRQ� RI� &RUGLV�� D� JOREDO� PDQXIDFWXUHU� DQG� GLVWULEXWRU� RI�
LQWHUYHQWLRQDO�FDUGLRORJ\�GHYLFHV�DQG�HQGRYDVFXODU�VROXWLRQV�ZLWK�
RSHUDWLRQV�LQ�PRUH�WKDQ���FRXQWULHV��H[SDQGV�RXU�0HGLFDO�VHJPHQW
V�
SRUWIROLR�RI�VHOI�PDQXIDFWXUHG�SURGXFWV�DQG�LWV�JHRJUDSKLF�VFRSH��:H�
FORVHG�WKH�&RUGLV�DFTXLVLWLRQ�LQ��� SULQFLSDO�FRXQWULHV�RQ�2FWREHU����
������DQG�DFTXLUHG�FRQWURO�RI��DV�GHVFULEHG�LQ�*$$3��DQG�WKH�ULJKWV�
WR��WKH�QHW�HFRQRPLF�EHQHILW�IURP�WKH�HQWLUH�&RUGLV�EXVLQHVV�LQ�WKH�
UHPDLQLQJ�FRXQWULHV�DW�WKDW�WLPH��:H�DUH�LQ�WKH�SURFHVV�RI�WUDQVLWLRQLQJ�
OHJDO�RZQHUVKLS�LQ�WKH�UHPDLQLQJ�QRQ�SULQFLSDO�FRXQWULHV��ZKLFK�ZH�
H[SHFW�WR�FRPSOHWH�E\�WKH�HQG�RI�FDOHQGDU�������7KH�UHVXOWV�IRU�WKH�
HQWLUH�&RUGLV�EXVLQHVV�LQ�DOO�FRXQWULHV�DUH�LQFOXGHG�LQ�WKH�FRQVROLGDWHG�
ILQDQFLDO�VWDWHPHQWV�EHJLQQLQJ�2FWREHU���������
7UDQVDFWLRQ�DQG�LQWHJUDWLRQ�FRVWV�DVVRFLDWHG�ZLWK�WKH�DFTXLVLWLRQ�RI�
&RUGLV�ZHUH�����PLOOLRQ DQG�����PLOOLRQ GXULQJ�ILVFDO����� DQG�������
UHVSHFWLYHO\��DQG�DUH�LQFOXGHG�LQ�DPRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�
UHODWHG�FRVWV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV��
QDYL+HDOWK
2Q�$XJXVW�����������ZH�DFTXLUHG�D����SHUFHQW RZQHUVKLS�LQWHUHVW�LQ�
QDYL+HDOWK�IRU������PLOOLRQ��QHW�RI�FDVK�DFTXLUHG�RI�����PLOOLRQ��:H�
IXQGHG� WKH� DFTXLVLWLRQ� ZLWK� FDVK� RQ� KDQG�� 7KH� DFTXLVLWLRQ� RI�
QDYL+HDOWK�� D� OHDGHU� LQ� SRVW�DFXWH� FDUH� PDQDJHPHQW� VROXWLRQV��
H[SDQGV�RXU�DELOLW\� WR�VHUYH�KRVSLWDOV��RWKHU�KHDOWKFDUH�SURYLGHUV��
DQG� SD\HUV�� :H� FRQVROLGDWH� WKH� UHVXOWV� RI� QDYL+HDOWK� LQ� RXU�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG�UHSRUW�LWV�FRQVROLGDWHG�UHVXOWV�
LQ�RXU�0HGLFDO�VHJPHQW��7KH�WHUPV�RI�WKH�DJUHHPHQW�SURYLGH�XV�ZLWK�
WKH�RSWLRQ�WR�DFTXLUH�DQ\�UHPDLQLQJ�QRQFRQWUROOLQJ�LQWHUHVWV�DW�DQ\�
WLPH�DIWHU� WKH� WZR�\HDU�DQQLYHUVDU\�RI� WKH�FORVLQJ��7KH� WKLUG�SDUW\�
QRQFRQWUROOLQJ�LQWHUHVW�KROGHUV�DOVR�KROG�DQ�RSWLRQ��ZKLFK�DOORZV�WKHP�
WR�VHOO�WKHLU�QRQFRQWUROOLQJ�LQWHUHVWV�WR�XV�DW�DQ\�WLPH�DIWHU�WKH�WZR�
\HDU�DQQLYHUVDU\�RI�WKH�FORVLQJ��RU�HDUOLHU�LI�D�WULJJHU�HYHQW�RFFXUV��
5HIHU� WR� 1RWH� �� IRU� IXUWKHU� LQIRUPDWLRQ� RQ� WKH� UHGHHPDEOH�
QRQFRQWUROOLQJ� LQWHUHVWV�� :H� DOVR� FRPSOHWHG� DFTXLVLWLRQV� ZLWKLQ�
QDYL+HDOWK�GXULQJ�ILVFDO����� IRU������PLOOLRQ��ZKLFK�ZHUH�SDLG� LQ�
FDVK�
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+DUYDUG�'UXJ
2Q�-XO\����������ZH�FRPSOHWHG�WKH�DFTXLVLWLRQ�RI�7KH�+DUYDUG�'UXJ�
*URXS� ��+DUYDUG� 'UXJ��� IRU� ����� ELOOLRQ XVLQJ� FDVK� RQ� KDQG� DQG�
SURFHHGV� IURP�RXU�GHEW�RIIHULQJ� LQ� -XQH�������7KH�DFTXLVLWLRQ�RI�
+DUYDUG�'UXJ�� D� GLVWULEXWRU� RI� JHQHULF� SKDUPDFHXWLFDOV�� RYHU�WKH�
FRXQWHU�KHDOWKFDUH�DQG�UHODWHG�SURGXFWV�WR�UHWDLO�� LQVWLWXWLRQDO��DQG�
DOWHUQDWH�FDUH�FXVWRPHUV��HQKDQFHV�RXU�3KDUPDFHXWLFDO�VHJPHQW
V�
JHQHULF�SKDUPDFHXWLFDO�GLVWULEXWLRQ�DQG�UHODWHG�VHUYLFHV�EXVLQHVVHV��
+DUYDUG�'UXJ�DOVR�UHSDFNDJHV�JHQHULF�SKDUPDFHXWLFDOV�DQG�RYHU�
WKH�FRXQWHU�KHDOWKFDUH�SURGXFWV�
)DLU�9DOXH�RI�$VVHWV�$FTXLUHG�DQG�/LDELOLWLHV�
$VVXPHG
7KH�DOORFDWLRQ�RI�WKH�SXUFKDVH�SULFH�IRU�WKH�DFTXLVLWLRQV�RI�&RUGLV��
QDYL+HDOWK�DQG�+DUYDUG�'UXJ�DUH�QRW�\HW�ILQDOL]HG�DQG�DUH�VXEMHFW�WR�
DGMXVWPHQW� DV� ZH� FRPSOHWH� WKH� YDOXDWLRQ� DQDO\VLV� IRU� WKHVH�
DFTXLVLWLRQV��7KH�SXUFKDVH�SULFHV�ZHUH�VXEMHFW�WR�DGMXVWPHQW�EDVHG�
RQ� ZRUNLQJ� FDSLWDO� UHTXLUHPHQWV� DV� VHW� IRUWK� LQ� WKH� DFTXLVLWLRQ�
DJUHHPHQWV�
7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� WKH� HVWLPDWHG� IDLU� YDOXHV� RI� WKH�
DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�DV�RI�WKH�DFTXLVLWLRQ�GDWHV�
IRU�&RUGLV��QDYL+HDOWK�DQG�+DUYDUG�'UXJ�

�LQ�PLOOLRQV� &RUGLV QDYL+HDOWK +DUYDUG'UXJ
,GHQWLILDEOH�LQWDQJLEOH�DVVHWV�
&XVWRPHU�UHODWLRQVKLSV���� � ��� � �� � ���
7UDGH�QDPHV���� ��� �� ���
'HYHORSHG�WHFKQRORJ\���� ��� �� ²
,Q�SURFHVV�UHVHDUFK�DQGGHYHORSPHQW���� �� ² ²
7RWDO�LGHQWLILDEOH�LQWDQJLEOH�DVVHWVDFTXLUHG ��� ��� ���

&DVK�DQG�HTXLYDOHQWV ² �� ��
7UDGH�UHFHLYDEOHV ² �� ��
,QYHQWRULHV ��� ² ��
3UHSDLG�H[SHQVHV�DQG�RWKHU � �� ��
3URSHUW\�DQG�HTXLSPHQW �� � ��
2WKHU�DVVHWV �� � ²
$FFRXQWV�SD\DEOH ���� ��� ����
2WKHU�DFFUXHG�OLDELOLWLHV ���� ���� ����
'HIHUUHG�LQFRPH�WD[HV�DQG�RWKHUOLDELOLWLHV ��� ���� �����
5HGHHPDEOH�QRQFRQWUROOLQJ�LQWHUHVWV ² ����� ²
7RWDO�LGHQWLILDEOH�QHW�DVVHWV��OLDELOLWLHV��DFTXLUHG ����� ���� ���

*RRGZLOO ��� ��� ���
7RWDO�QHW�DVVHWV�DFTXLUHG � ����� � ��� � �����

���� 7KH�ZHLJKWHG�DYHUDJH�XVHIXO�OLYHV�RI�FXVWRPHU�UHODWLRQVKLSV�UDQJH�IURP�� WR���
\HDUV�

���� 7KH�ZHLJKWHG�DYHUDJH�XVHIXO�OLYHV�RI�WUDGH�QDPHV�UDQJH�IURP��� WR��� \HDUV�
���� 7KH�ZHLJKWHG�DYHUDJH�XVHIXO�OLIH�RI�GHYHORSHG�WHFKQRORJ\�LV��� \HDUV�
���� $FTXLUHG� LQ�SURFHVV� UHVHDUFK� DQG� GHYHORSPHQW� LQWDQJLEOH� DVVHWV� KDYH� DQ�

LQGHILQLWH�OLIH�

���5HVWUXFWXULQJ�DQG�(PSOR\HH�6HYHUDQFH
7KH� IROORZLQJ� WDEOHV� VXPPDUL]H� UHVWUXFWXULQJ� DQG� HPSOR\HH�
VHYHUDQFH�FRVWV�
�LQ�PLOOLRQV� ���� ���� ����
(PSOR\HH�UHODWHG�FRVWV���� � �� � �� � ��
)DFLOLW\�H[LW�DQG�RWKHU�FRVWV���� �� �� ��
7RWDO�UHVWUXFWXULQJ�DQG�HPSOR\HHVHYHUDQFH � �� � �� � ��

���� (PSOR\HH�UHODWHG�FRVWV�SULPDULO\� FRQVLVW� RI� WHUPLQDWLRQ�EHQHILWV�SURYLGHG� WR�
HPSOR\HHV�ZKR�KDYH�EHHQ�LQYROXQWDULO\�WHUPLQDWHG�DQG�GXSOLFDWH�SD\UROO�FRVWV�
GXULQJ�WUDQVLWLRQ�SHULRGV�

���� )DFLOLW\� H[LW� DQG� RWKHU� FRVWV� SULPDULO\� FRQVLVW� RI� OHDVH� WHUPLQDWLRQ� FRVWV��
DFFHOHUDWHG�GHSUHFLDWLRQ��HTXLSPHQW�UHORFDWLRQ�FRVWV��SURMHFW�FRQVXOWLQJ�IHHV�
DQG�FRVWV�DVVRFLDWHG�ZLWK�UHVWUXFWXULQJ�RXU�GHOLYHU\�RI�LQIRUPDWLRQ�WHFKQRORJ\�
LQIUDVWUXFWXUH�VHUYLFHV�

7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� DFWLYLW\� UHODWHG� WR� OLDELOLWLHV�
DVVRFLDWHG�ZLWK�UHVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH�

�LQ�PLOOLRQV� (PSOR\HH�5HODWHG�&RVWV )DFLOLW\�([LWDQG�2WKHU�&RVWV 7RWDO
%DODQFH�DW�-XQH��������� � �� � � � ��
$GGLWLRQV �� � ��
3D\PHQWV�DQG�RWKHU�DGMXVWPHQWV ���� ��� ����
%DODQFH�DW�-XQH��������� � �� � ² � ��
$GGLWLRQV �� � ��
3D\PHQWV�DQG�RWKHU�DGMXVWPHQWV ���� ��� ����
%DODQFH�DW�-XQH��������� � �� � ² � ��
$GGLWLRQV �� � ��
3D\PHQWV�DQG�RWKHU�DGMXVWPHQWV ���� ��� ����
%DODQFH�DW�-XQH��������� � �� � � � ��

���*RRGZLOO�DQG�2WKHU�,QWDQJLEOH�$VVHWV
*RRGZLOO
7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�FKDQJHV�LQ�WKH�FDUU\LQJ�DPRXQW�
RI�JRRGZLOO�E\�VHJPHQW�DQG�LQ�WRWDO�
�LQ�PLOOLRQV� 3KDUPDFHXWLFDO���� 0HGLFDO 7RWDO
%DODQFH�DW�-XQH��������� � ����� � ����� � �����
*RRGZLOO� DFTXLUHG�� QHW� RI� SXUFKDVH�SULFH�DGMXVWPHQWV �� ��� ���
)RUHLJQ�FXUUHQF\�WUDQVODWLRQDGMXVWPHQWV�DQG�RWKHU ² ���� ����
%DODQFH�DW�-XQH��������� � ����� � ����� � �����
*RRGZLOO�DFTXLUHG��QHW�RI�SXUFKDVHSULFH�DGMXVWPHQWV ��� ����� �����
)RUHLJQ�FXUUHQF\�WUDQVODWLRQDGMXVWPHQWV�DQG�RWKHU ���� ��� ����
%DODQFH�DW�-XQH��������� � ����� � ����� � �����

���� $W�-XQH��������� WKH�DFFXPXODWHG�JRRGZLOO�LPSDLUPHQW�ORVV�ZDV������PLOOLRQ�
7KH�LQFUHDVH�LQ�WKH�3KDUPDFHXWLFDO�VHJPHQW�JRRGZLOO�GXULQJ�ILVFDO�
���� LV� SULPDULO\� GXH� WR� WKH� +DUYDUG� 'UXJ� DFTXLVLWLRQ�� *RRGZLOO�
UHFRJQL]HG�LQ�FRQQHFWLRQ�ZLWK�WKLV�DFTXLVLWLRQ�SULPDULO\�UHSUHVHQWV�
WKH�H[SHFWHG�EHQHILWV�IURP�V\QHUJLHV�RI�LQWHJUDWLQJ�WKLV�EXVLQHVV��WKH�
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H[LVWLQJ�ZRUNIRUFH�RI� WKH�DFTXLUHG�HQWLW\�DQG�WKH�H[SHFWHG�JURZWK�
IURP�QHZ�FXVWRPHUV��7KH�JRRGZLOO�DFTXLUHG�LQ�FRQQHFWLRQ�ZLWK�WKH�
+DUYDUG�'UXJ�DFTXLVLWLRQ�LV�QRW�GHGXFWLEOH�IRU�WD[�SXUSRVHV�
7KH�LQFUHDVH�LQ�WKH�0HGLFDO�VHJPHQW�JRRGZLOO�GXULQJ�ILVFDO����� LV�
SULPDULO\� GXH� WR� WKH�&RUGLV� DQG�QDYL+HDOWK� DFTXLVLWLRQV��*RRGZLOO�
UHFRJQL]HG� LQ� FRQQHFWLRQ� ZLWK� WKH� &RUGLV� DFTXLVLWLRQ� SULPDULO\�
UHSUHVHQWV�WKH�H[SHFWHG�EHQHILWV�IURP�V\QHUJLHV�RI�LQWHJUDWLQJ�WKH�
EXVLQHVV��WKH�H[LVWLQJ�ZRUNIRUFH�RI�WKH�DFTXLUHG�HQWLW\��WKH�H[SHFWHG�
JURZWK� IURP� QHZ� FXVWRPHUV� DQG� WKH� H[SHFWHG� JURZWK� IURP�
LPSURYHPHQWV� WR�H[LVWLQJ� WHFKQRORJ\��7KH�PDMRULW\�RI� WKH�JRRGZLOO�
DFTXLUHG�LQ�FRQQHFWLRQ�ZLWK�WKH�DFTXLVLWLRQ�RI�&RUGLV�LV�GHGXFWLEOH�IRU�
WD[�SXUSRVHV��*RRGZLOO�UHFRJQL]HG�LQ�FRQQHFWLRQ�ZLWK�WKH�QDYL+HDOWK�
DFTXLVLWLRQ�SULPDULO\�UHSUHVHQWV�WKH�H[LVWLQJ�ZRUNIRUFH�RI�WKH�DFTXLUHG�
HQWLW\��H[SHFWHG�JURZWK�IURP�QHZ�FXVWRPHUV��QHZ�VHUYLFH�RIIHULQJV�
DQG�WKH�H[SHFWHG�JURZWK�IURP�LPSURYHPHQWV�WR�H[LVWLQJ�WHFKQRORJ\��
7KH�JRRGZLOO�DFTXLUHG�LQ�FRQQHFWLRQ�ZLWK�WKH�QDYL+HDOWK�DFTXLVLWLRQ�
LV�QRW�GHGXFWLEOH�IRU�WD[�SXUSRVHV�
6HH�1RWH�� IRU�IXUWKHU�GLVFXVVLRQ�RI�WKHVH�DFTXLVLWLRQV�
2WKHU�,QWDQJLEOH�$VVHWV
7KH�IROORZLQJ�WDEOHV�VXPPDUL]H�RWKHU�LQWDQJLEOH�DVVHWV�E\�FODVV�DW�
-XQH����

����

�LQ�PLOOLRQV� *URVV,QWDQJLEOH $FFXPXODWHG$PRUWL]DWLRQ 1HW,QWDQJLEOH

:HLJKWHG�$YHUDJH5HPDLQLQJ$PRUWL]DWLRQ3HULRG�<HDUV�
,QGHILQLWH�OLIHLQWDQJLEOHV�
,35	'��WUDGHPDUNVDQG�RWKHU � �� � Ȅ � �� 1�$
7RWDO�LQGHILQLWH�OLIH�LQWDQJLEOHV �� Ȅ �� 1�$

'HILQLWH�OLIHLQWDQJLEOHV�
&XVWRPHUUHODWLRQVKLSV ����� ��� ����� �
7UDGHPDUNV��WUDGHQDPHV��DQGSDWHQWV ��� ��� ��� ��
'HYHORSHGWHFKQRORJ\�DQGRWKHU ��� ��� ��� �
7RWDO�GHILQLWH�OLIHLQWDQJLEOHV ����� ����� ����� ��
7RWDO�RWKHULQWDQJLEOHDVVHWV � ����� � ����� � ����� 1�$

����
�LQ�PLOOLRQV� *URVV,QWDQJLEOH $FFXPXODWHG$PRUWL]DWLRQ 1HW,QWDQJLEOH
,QGHILQLWH�OLIH�LQWDQJLEOHV�
7UDGHPDUNV�DQG�RWKHU � �� � ² � ��
7RWDO�LQGHILQLWH�OLIH�LQWDQJLEOHV �� ² ��

'HILQLWH�OLIH�LQWDQJLEOHV�
&XVWRPHU�UHODWLRQVKLSV ����� ��� ���
7UDGHPDUNV��WUDGH�QDPHV��DQGSDWHQWV ��� �� ���
'HYHORSHG�WHFKQRORJ\�DQG�RWKHU ��� ��� ���
7RWDO�GHILQLWH�OLIH�LQWDQJLEOHV ����� ��� ���
7RWDO�RWKHU�LQWDQJLEOH�DVVHWV � ����� � ��� � ���

7RWDO�DPRUWL]DWLRQ�RI�LQWDQJLEOH�DVVHWV�ZDV������PLOOLRQ�������PLOOLRQ
DQG� ����� PLOOLRQ IRU� ILVFDO� ������ ���� DQG� ������ UHVSHFWLYHO\��
(VWLPDWHG�DQQXDO�DPRUWL]DWLRQ�RI� LQWDQJLEOH�DVVHWV� IRU� ILVFDO�����
WKURXJK����� LV�DV�IROORZV�������PLOOLRQ�������PLOOLRQ�������PLOOLRQ��
�����PLOOLRQ DQG������PLOOLRQ�
���$YDLODEOH�IRU�6DOH�6HFXULWLHV
:H�LQYHVW�LQ�PDUNHWDEOH�VHFXULWLHV��ZKLFK�DUH�FODVVLILHG�DV�DYDLODEOH�
IRU�VDOH� DQG� DUH� FDUULHG� DW� IDLU� YDOXH� LQ� WKH� FRQVROLGDWHG� EDODQFH�
VKHHWV��:H�KHOG�WKH�IROORZLQJ�LQYHVWPHQWV�LQ�PDUNHWDEOH�VHFXULWLHV�
DW�IDLU�YDOXH�DW�-XQH����
�LQ�PLOOLRQV� ���� ����
&XUUHQW�DYDLODEOH�IRU�VDOH�VHFXULWLHV�
&RPPHUFLDO�SDSHU � Ȅ � �
7UHDVXU\�ELOOV � ��
,QWHUQDWLRQDO�ERQGV � �
&RUSRUDWH�ERQGV �� ��
8�6��DJHQF\�ERQGV � �
$VVHW�EDFNHG�VHFXULWLHV �� �
,QWHUQDWLRQDO�HTXLW\�VHFXULWLHV � ²
8�6��DJHQF\�PRUWJDJH�EDFNHG�VHFXULWLHV �� ��
7RWDO�FXUUHQW�DYDLODEOH�IRU�VDOH�VHFXULWLHV ��� ��

/RQJ�WHUP�DYDLODEOH�IRU�VDOH�VHFXULWLHV�
7UHDVXU\�ELOOV �� ²
,QWHUQDWLRQDO�ERQGV � ²
&RUSRUDWH�ERQGV �� ��
8�6��DJHQF\�ERQGV � ��
$VVHW�EDFNHG�VHFXULWLHV �� ��
8�6��DJHQF\�PRUWJDJH�EDFNHG�VHFXULWLHV �� ��
7RWDO�ORQJ�WHUP�DYDLODEOH�IRU�VDOH�VHFXULWLHV �� ���
7RWDO�DYDLODEOH�IRU�VDOH�VHFXULWLHV � ��� � ���

*URVV�XQUHDOL]HG�JDLQV�DQG�ORVVHV�ZHUH�LPPDWHULDO�DW�ERWK�-XQH�����
���� DQG�������'XULQJ�ILVFDO����������� DQG����� JURVV�UHDOL]HG�
JDLQV�DQG�ORVVHV�ZHUH�LPPDWHULDO�DQG�ZH�GLG�QRW�UHFRJQL]H�DQ\�RWKHU�
WKDQ�WHPSRUDU\� LPSDLUPHQWV�� $W� -XQH����� ������ WKH� ZHLJKWHG�
DYHUDJH�HIIHFWLYH�PDWXULW\�RI�RXU�FXUUHQW�DQG�ORQJ�WHUP�LQYHVWPHQWV�
ZDV�DSSUR[LPDWHO\���PRQWKV DQG����PRQWKV��UHVSHFWLYHO\��
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���/RQJ�7HUP�2EOLJDWLRQV�DQG�2WKHU�6KRUW�7HUP�
%RUURZLQJV
7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�ORQJ�WHUP�REOLJDWLRQV�DQG�RWKHU�
VKRUW�WHUP�ERUURZLQJV�DW�-XQH����
�LQ�PLOOLRQV� ���� ����
�����1RWHV�GXH����� � ��� � ���
�����1RWHV�GXH����� ��� ���
������1RWHV�GXH����� ��� ���
�����1RWHV�GXH����� ��� ���
�����1RWHV�GXH����� ��� ���
�����1RWHV�GXH����� ��� ���
�����1RWHV�GXH����� ��� ���
������1RWHV�GXH����� ��� ���
�����1RWHV�GXH����� ��� ���
�����1RWHV�GXH����� ��� ���
�������1RWHV�GXH����� ��� ���
�����1RWHV�GXH����� ��� ���
�����'HEHQWXUHV�GXH����� ��� ���
�����'HEHQWXUHV�GXH����� �� ��
2WKHU�REOLJDWLRQV ��� ���
7RWDO � ����� � �����

/HVV��FXUUHQW�SRUWLRQ�RI�ORQJ�WHUP�REOLJDWLRQVDQG�RWKHU�VKRUW�WHUP�ERUURZLQJV ��� ���
/RQJ�WHUP� REOLJDWLRQV�� OHVV� FXUUHQW�SRUWLRQ � ����� � �����

0DWXULWLHV� RI� H[LVWLQJ� ORQJ�WHUP� REOLJDWLRQV� DQG� RWKHU� VKRUW�WHUP�
ERUURZLQJV�IRU�ILVFDO������WKURXJK������DQG�WKHUHDIWHU�DUH�DV�IROORZV��
�����PLOOLRQ�������PLOOLRQ�����PLOOLRQ�������PLOOLRQ�������PLOOLRQ DQG�
�������PLOOLRQ�
/RQJ�7HUP�'HEW
7KH������� ������ ������� ������ ������ ������ ������ ������� ������
������������ DQG����� 1RWHV�UHSUHVHQW�XQVHFXUHG�REOLJDWLRQV�RI�
&DUGLQDO�+HDOWK��,QF��DQG�UDQN�HTXDOO\�LQ�ULJKW�RI�SD\PHQW�ZLWK�DOO�RI�
RXU�H[LVWLQJ�DQG�IXWXUH�XQVHFXUHG�DQG�XQVXERUGLQDWHG�LQGHEWHGQHVV��
7KH����� DQG������'HEHQWXUHV�UHSUHVHQW�XQVHFXUHG�REOLJDWLRQV�RI�
$OOHJLDQFH�&RUSRUDWLRQ��D�ZKROO\�RZQHG�VXEVLGLDU\���ZKLFK�&DUGLQDO�
+HDOWK��,QF��KDV�JXDUDQWHHG��1RQH�RI�WKHVH�REOLJDWLRQV�DUH�VXEMHFW�
WR�D�VLQNLQJ�IXQG�DQG�WKH�$OOHJLDQFH�REOLJDWLRQV�DUH�QRW�UHGHHPDEOH�
SULRU� WR� PDWXULW\�� ,QWHUHVW� LV� SDLG� SXUVXDQW� WR� WKH� WHUPV� RI� WKH�
REOLJDWLRQV��7KHVH�QRWHV�DUH�HIIHFWLYHO\�VXERUGLQDWHG�WR�WKH�OLDELOLWLHV�
RI�RXU�VXEVLGLDULHV��LQFOXGLQJ�WUDGH�SD\DEOHV�RI�����ELOOLRQ��
,Q�-XQH�������ZH�VROG������PLOOLRQ DJJUHJDWH�SULQFLSDO�DPRXQW�RI�
����� 1RWHV�WKDW�PDWXUH�RQ�-XQH����������������PLOOLRQ DJJUHJDWH�
SULQFLSDO�DPRXQW�RI������1RWHV�WKDW�PDWXUH�RQ�6HSWHPEHU�����������
DQG� �����PLOOLRQ DJJUHJDWH� SULQFLSDO� DPRXQW� RI� ���� 1RWHV� WKDW�
PDWXUH�RQ�6HSWHPEHU�����������:H�XVHG�WKH�QHW�SURFHHGV�IURP�WKH�
RIIHULQJ�WR�SD\�SDUW�RI�WKH�SXUFKDVH�SULFH�WR�DFTXLUH�+DUYDUG�'UXJ�RQ�
-XO\�������� DQG�&RUGLV�RQ�2FWREHU����������DV�GLVFXVVHG�IXUWKHU�LQ�
1RWH���
,Q�1RYHPEHU�������ZH�VROG������PLOOLRQ DJJUHJDWH�SULQFLSDO�DPRXQW�
RI� ���� 1RWHV� WKDW� PDWXUH� RQ� 1RYHPEHU����� ������ �����PLOOLRQ

DJJUHJDWH� SULQFLSDO� DPRXQW� RI� ���� 1RWHV� WKDW� PDWXUH� RQ�
1RYHPEHU����������DQG������PLOOLRQ DJJUHJDWH�SULQFLSDO�DPRXQW�RI�
���� 1RWHV�WKDW�PDWXUH�RQ�1RYHPEHU�����������
,Q�'HFHPEHU�������ZH�XVHG�WKH�QHW�SURFHHGV�IURP�WKH�1RYHPEHU�
����� RIIHULQJ�� WRJHWKHU� ZLWK� FDVK� RQ� KDQG�� WR� UHGHHP� DOO� RI� WKH�
RXWVWDQGLQJ� �����1RWHV� GXH� ������ �����1RWHV� GXH� ������
������1RWHV�GXH������DQG������1RWHV�GXH������DW�D�UHGHPSWLRQ�
SULFH�HTXDO� WR����� RI�WKH�SULQFLSDO�DPRXQW�DQG�DQ\�DFFUXHG�EXW�
XQSDLG�LQWHUHVW��SOXV�WKH�DSSOLFDEOH�PDNH�ZKROH�SUHPLXP��$V�D�UHVXOW�
RI�WKH�UHGHPSWLRQ��ZH�LQFXUUHG�D�ORVV�RQ�WKH�H[WLQJXLVKPHQW�RI�GHEW�
RI�����PLOOLRQ �����PLOOLRQ��QHW�RI�WD[���ZKLFK�LQFOXGHG�D�PDNH�ZKROH�
SUHPLXP�RI�����PLOOLRQ��ZULWH�RII�RI����PLOOLRQ RI�XQDPRUWL]HG�GHEW�
LVVXDQFH�FRVWV��DQG�DQ�RIIVHWWLQJ�����PLOOLRQ IDLU�YDOXH�DGMXVWPHQW�WR�
WKH� UHVSHFWLYH� GHEW� UHODWHG� WR� SUHYLRXVO\� WHUPLQDWHG� LQWHUHVW� UDWH�
VZDSV�
7KH����� 1RWHV�GXH����������� 1RWHV�GXH������������ 1RWHV�GXH�
���������� 1RWHV�GXH����������� 1RWHV�GXH����������� 1RWHV�GXH�
���������� 1RWHV�GXH������������ 1RWHV�GXH����������� 1RWHV�
GXH����������� 1RWHV�GXH������������� 1RWHV�GXH������DQG�����
1RWHV�GXH������UHTXLUH�XV�WR�RIIHU�WR�SXUFKDVH�WKH�QRWHV�DW����� RI�
WKH�SULQFLSDO�DPRXQW�SOXV�DFFUXHG�DQG�XQSDLG�LQWHUHVW�LI�ZH�XQGHUJR�
D�FKDQJH�RI�FRQWURO��DV�GHILQHG�LQ�WKH�QRWHV��DQG�LI�WKH�QRWHV�UHFHLYH�
VSHFLILHG� UDWLQJV� EHORZ� LQYHVWPHQW� JUDGH� E\� HDFK� RI� 6WDQGDUG�	�
3RRUV�5DWLQJV�6HUYLFHV��0RRG\V�,QYHVWRUV�6HUYLFH��,QF��DQG�)LWFK�
5DWLQJV��
2WKHU�)LQDQFLQJ�$UUDQJHPHQWV
,Q�DGGLWLRQ� WR� FDVK�DQG�FDVK�HTXLYDOHQWV�� RXU� VRXUFHV�RI� OLTXLGLW\�
LQFOXGH�D�UHYROYLQJ�FUHGLW�IDFLOLW\��ZKLFK�ZH�LQFUHDVHG�IURP������ELOOLRQ
DW�-XQH��������� WR�������ELOOLRQ DW�-XQH��������� DQG�D�FRPPHUFLDO�
SDSHU�SURJUDP�RI�XS�WR������ELOOLRQ��EDFNHG�E\�WKH�UHYROYLQJ�FUHGLW�
IDFLOLW\��7KH�UHYROYLQJ�FUHGLW�IDFLOLW\�H[LVWV�ODUJHO\�WR�VXSSRUW�LVVXDQFHV�
RI� FRPPHUFLDO� SDSHU� DV� ZHOO� DV� RWKHU� VKRUW�WHUP� ERUURZLQJV� IRU�
JHQHUDO�FRUSRUDWH�SXUSRVHV�� :H�KDG�QR RXWVWDQGLQJ�EDODQFH�XQGHU�
WKH�UHYROYLQJ�FUHGLW�IDFLOLW\�DW�-XQH��������� DQG�������UHVSHFWLYHO\��
$YDLODELOLW\�RQ�WKH�UHYROYLQJ�FUHGLW�IDFLOLW\�ZDV�UHGXFHG�E\�RXWVWDQGLQJ�
OHWWHUV�RI�FUHGLW�RI�����PLOOLRQ DQG�]HUR DW�-XQH��������� DQG�������
UHVSHFWLYHO\��:H�KDG�QR RXWVWDQGLQJ�ERUURZLQJV�IURP�WKH�FRPPHUFLDO�
SDSHU�SURJUDP�DW�-XQH��������� DQG�������UHVSHFWLYHO\��
2Q�1RYHPEHU����������ZH�UHQHZHG�RXU�FRPPLWWHG�UHFHLYDEOHV�VDOHV�
IDFLOLW\�SURJUDP�WKURXJK�&DUGLQDO�+HDOWK�)XQGLQJ��//&���&+)���XQWLO�
1RYHPEHU���������DQG�LQFUHDVHG�WKH�VL]H�RI�WKH�IDFLOLW\�IURP������
PLOOLRQ WR������PLOOLRQ��'XULQJ�ILVFDO�������ZH�UHGXFHG�WKH�VL]H�RI�WKH�
FRPPLWWHG� UHFHLYDEOHV�VDOHV� IDFLOLW\�SURJUDP� IURP������PLOOLRQ WR�
����� PLOOLRQ LQ� FRQQHFWLRQ� ZLWK� WKH� LQFUHDVH� RI� FUHGLW� XQGHU� WKH�
UHYROYLQJ�FUHGLW�IDFLOLW\�DV�QRWHG�DERYH��&+)�ZDV�RUJDQL]HG�IRU�WKH�
VROH�SXUSRVH�RI�EX\LQJ�UHFHLYDEOHV�DQG�VHOOLQJ�XQGLYLGHG�LQWHUHVWV�LQ�
WKRVH�UHFHLYDEOHV�WR�WKLUG�SDUW\�SXUFKDVHUV��$OWKRXJK�FRQVROLGDWHG�
ZLWK� &DUGLQDO� +HDOWK�� ,QF�� LQ� DFFRUGDQFH� ZLWK� *$$3�� &+)� LV� D�
VHSDUDWH� OHJDO� HQWLW\� IURP� &DUGLQDO� +HDOWK�� ,QF�� DQG� IURP� RXU�
VXEVLGLDU\�WKDW�VHOOV�UHFHLYDEOHV�WR�&+)��&+)�LV�GHVLJQHG�WR�EH�D�
VSHFLDO� SXUSRVH�� EDQNUXSWF\�UHPRWH� HQWLW\� ZKRVH� DVVHWV� DUH�
DYDLODEOH� VROHO\� WR� VDWLVI\� WKH� FODLPV� RI� LWV� FUHGLWRUV��:H KDG� QR
RXWVWDQGLQJ�EDODQFH�XQGHU� WKH�FRPPLWWHG� UHFHLYDEOH�VDOHV� IDFLOLW\�
SURJUDP�DW�-XQH��������� DQG�������$YDLODELOLW\�RQ�WKH�FRPPLWWHG�



1RWHV�WR�)LQDQFLDO�6WDWHPHQWV

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

UHFHLYDEOH�VDOHV�IDFLOLW\�SURJUDP�ZDV�UHGXFHG�E\�RXWVWDQGLQJ�OHWWHUV�
RI�FUHGLW�RI�����PLOOLRQ DQG�����PLOOLRQ RQ�-XQH��������� DQG�������
UHVSHFWLYHO\�
2XU�UHYROYLQJ�FUHGLW�IDFLOLW\�DQG�FRPPLWWHG�UHFHLYDEOHV�VDOHV�IDFLOLW\�
SURJUDP�UHTXLUH�XV�WR�PDLQWDLQ�D�FRQVROLGDWHG�OHYHUDJH�UDWLR�RI�QR�
PRUH�WKDQ������WR���DQG�RXU�FRPPLWWHG�UHFHLYDEOHV�VDOHV�IDFLOLW\�DOVR�
UHTXLUHV�XV�WR�PDLQWDLQ�D�FRQVROLGDWHG�LQWHUHVW�FRYHUDJH�UDWLR��DV�RI�
WKH�HQG�RI�DQ\�FDOHQGDU�TXDUWHU��RI�DW� OHDVW���WR����$V�RI�-XQH�����
������ZH�ZHUH�LQ�FRPSOLDQFH�ZLWK�WKHVH�ILQDQFLDO�FRYHQDQWV�
:H�DOVR�PDLQWDLQ�RWKHU�VKRUW�WHUP�FUHGLW�IDFLOLWLHV�DQG�DQ�XQVHFXUHG�
OLQH�RI�FUHGLW�WKDW�DOORZHG�IRU�ERUURZLQJV�XS�WR������PLOOLRQ DQG������
PLOOLRQ DW�-XQH��������� DQG�������UHVSHFWLYHO\��7KH������PLOOLRQ DQG�
�����PLOOLRQ EDODQFH�RI�RWKHU�REOLJDWLRQV�DW�-XQH��������� DQG�������
UHVSHFWLYHO\��FRQVLVWHG�RI�VKRUW�WHUP�ERUURZLQJV�DQG�FDSLWDO�OHDVHV�
���,QFRPH�7D[HV
7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�HDUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV�
EHIRUH�LQFRPH�WD[HV�
�LQ�PLOOLRQV� ���� ���� ����
8�6��2SHUDWLRQV � ����� � ����� ������
1RQ�8�6��2SHUDWLRQV ��� ��� ���
(DUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQVEHIRUH�LQFRPH�WD[HV � ����� � ����� ������

7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� WKH� FRPSRQHQWV� RI� SURYLVLRQ� IRU�
LQFRPH�WD[HV�IURP�FRQWLQXLQJ�RSHUDWLRQV�
�LQ�PLOOLRQV� ���� ���� ����
&XUUHQW�
)HGHUDO � ��� � ��� � ���
6WDWH�DQG�ORFDO �� �� ��
1RQ�8�6� �� �� ��
7RWDO�FXUUHQW � ��� � ��� � ���

'HIHUUHG�
)HGHUDO � �� � ��� � ��
6WDWH�DQG�ORFDO �� �� �
1RQ�8�6� ���� ��� ���
7RWDO�GHIHUUHG �� ��� ��
3URYLVLRQ�IRU�LQFRPH�WD[HV � ��� � ��� � ���

7KH�IROORZLQJ�WDEOH�SUHVHQWV�D�UHFRQFLOLDWLRQ�RI�WKH�SURYLVLRQ�EDVHG�
RQ�WKH�IHGHUDO�VWDWXWRU\�LQFRPH�WD[�UDWH�WR�RXU�HIIHFWLYH�LQFRPH�WD[�
UDWH�IURP�FRQWLQXLQJ�RSHUDWLRQV�

���� ���� ����
3URYLVLRQ�DW�)HGHUDO�VWDWXWRU\�UDWH ����� ����� �����
6WDWH�DQG�ORFDO�LQFRPH�WD[HV��QHW�RI�IHGHUDOEHQHILW ��� ��� ���
)RUHLJQ�WD[�UDWH�GLIIHUHQWLDO ����� ����� �����
1RQGHGXFWLEOH�QRQWD[DEOH�LWHPV ��� ��� �����
2WKHU ��� ��� �����
(IIHFWLYH�LQFRPH�WD[�UDWH ����� ����� �����

7KH� ILVFDO� ���� HIIHFWLYH� WD[� UDWH�ZDV� LPSDFWHG� E\� QHW� IDYRUDEOH�
GLVFUHWH� LWHPV� RI� ���� PLOOLRQ�� ZKLFK� GHFUHDVHG� WKH� UDWH� E\� ���
SHUFHQWDJH� SRLQWV��7KHUH�ZHUH� QR� LQGLYLGXDOO\� VLJQLILFDQW� GLVFUHWH�
LWHPV��
7KH�ILVFDO����� HIIHFWLYH�WD[�UDWH�ZDV�LPSDFWHG�E\�QHW�XQIDYRUDEOH�
GLVFUHWH� LWHPV� RI� ���� PLOOLRQ�� ZKLFK� LQFUHDVHG� WKH� UDWH� E\� ���
SHUFHQWDJH� SRLQWV��7KHUH�ZHUH� QR� LQGLYLGXDOO\� VLJQLILFDQW� GLVFUHWH�
LWHPV�
7KH� ILVFDO� ���� HIIHFWLYH� WD[� UDWH�ZDV� LPSDFWHG� E\� QHW� IDYRUDEOH�
GLVFUHWH� LWHPV� RI� ���� PLOOLRQ�� ZKLFK� UHGXFHG� WKH� UDWH� E\� ���
SHUFHQWDJH�SRLQWV��7KH�GLVFUHWH�LWHPV�LQFOXGH�WKH�IDYRUDEOH�LPSDFW�
RI�WKH�VHWWOHPHQW�RI�IHGHUDO�DQG�VWDWH�WD[�FRQWURYHUVLHV������PLOOLRQ��
DQG�UHOHDVH�RI�YDOXDWLRQ�DOORZDQFHV������PLOOLRQ��DQG�WKH�XQIDYRUDEOH�
LPSDFW�RI�UHPHDVXUHPHQW�RI�XQUHFRJQL]HG�WD[�EHQHILWV������PLOOLRQ���
SULPDULO\�DV�D�UHVXOW�RI�SURSRVHG�DVVHVVPHQWV�RI�DGGLWLRQDO�WD[�
$W�-XQH�����������ZH�KDG������ELOOLRQ RI�XQGLVWULEXWHG�HDUQLQJV�IURP�
QRQ�8�6��VXEVLGLDULHV�WKDW�DUH�LQWHQGHG�WR�EH�SHUPDQHQWO\�UHLQYHVWHG�
LQ� QRQ�8�6�� RSHUDWLRQV�� %HFDXVH� WKHVH� HDUQLQJV� DUH� FRQVLGHUHG�
SHUPDQHQWO\� UHLQYHVWHG�� QR�8�6�� WD[� SURYLVLRQ� KDV� EHHQ� DFFUXHG�
UHODWHG�WR�WKH�UHSDWULDWLRQ�RI�WKHVH�HDUQLQJV��,W�LV�QRW�SUDFWLFDEOH�WR�
HVWLPDWH�WKH�DPRXQW�RI�8�6��WD[�WKDW�PLJKW�EH�SD\DEOH�RQ�WKH�HYHQWXDO�
UHPLWWDQFH�RI�VXFK�HDUQLQJV��
'HIHUUHG� LQFRPH� WD[HV�DULVH� IURP� WHPSRUDU\�GLIIHUHQFHV�EHWZHHQ�
ILQDQFLDO�UHSRUWLQJ�DQG�WD[�UHSRUWLQJ�EDVHV�RI�DVVHWV�DQG�OLDELOLWLHV�
DQG�RSHUDWLQJ�ORVV�DQG�WD[�FUHGLW�FDUU\IRUZDUGV�IRU�WD[�SXUSRVHV��7KH�
IROORZLQJ�WDEOH�SUHVHQWV�WKH�FRPSRQHQWV�RI�WKH�GHIHUUHG�LQFRPH�WD[�
DVVHWV�DQG�OLDELOLWLHV�DW�-XQH����
�LQ�PLOOLRQV� ���� ����
'HIHUUHG�LQFRPH�WD[�DVVHWV�
5HFHLYDEOH�EDVLV�GLIIHUHQFH � �� � ��
$FFUXHG�OLDELOLWLHV ��� ���
6KDUH�EDVHG�FRPSHQVDWLRQ �� ��
/RVV�DQG�WD[�FUHGLW�FDUU\IRUZDUGV ��� ���
'HIHUUHG�WD[�DVVHWV�UHODWHG�WR�XQFHUWDLQ�WD[SRVLWLRQV �� ���
2WKHU �� ��
7RWDO�GHIHUUHG�LQFRPH�WD[�DVVHWV ��� ���

9DOXDWLRQ�DOORZDQFH�IRU�GHIHUUHG�LQFRPH�WD[DVVHWV ���� ����
1HW�GHIHUUHG�LQFRPH�WD[�DVVHWV � ��� � ���

'HIHUUHG�LQFRPH�WD[�OLDELOLWLHV�
,QYHQWRU\�EDVLV�GLIIHUHQFHV � ������� � �������
3URSHUW\�UHODWHG ����� �����
*RRGZLOO�DQG�RWKHU�LQWDQJLEOHV ����� �����
2WKHU Ȅ ���
7RWDO�GHIHUUHG�LQFRPH�WD[�OLDELOLWLHV � ������� � �������
1HW�GHIHUUHG�LQFRPH�WD[�OLDELOLW\ � ������� � �������
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'HIHUUHG�LQFRPH�WD[�DVVHWV�DQG�OLDELOLWLHV�LQ�WKH�SUHFHGLQJ�WDEOH��DIWHU�
QHWWLQJ� E\� WD[LQJ� MXULVGLFWLRQ�� DUH� LQ� WKH� IROORZLQJ� FDSWLRQV� LQ� WKH�
FRQVROLGDWHG�EDODQFH�VKHHWV�DW�-XQH����
�LQ�PLOOLRQV� �������� ����
&XUUHQW�GHIHUUHG�LQFRPH�WD[�DVVHW���� � Ȅ � ��
1RQFXUUHQW�GHIHUUHG�LQFRPH�WD[�DVVHW���� �� ��
&XUUHQW�GHIHUUHG�LQFRPH�WD[�OLDELOLW\���� Ȅ �������
1RQFXUUHQW�GHIHUUHG�LQFRPH�WD[�OLDELOLW\���� ������� �����
1HW�GHIHUUHG�LQFRPH�WD[�OLDELOLW\ � ������� � �������

���� ,QFOXGHG�LQ�SUHSDLG�H[SHQVHV�DQG�RWKHU�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�
���� ,QFOXGHG�LQ�RWKHU�DVVHWV�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�
���� ,QFOXGHG�LQ�RWKHU�DFFUXHG�OLDELOLWLHV�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�
���� ,QFOXGHG� LQ� GHIHUUHG� LQFRPH� WD[HV� DQG� RWKHU� OLDELOLWLHV� LQ� WKH� FRQVROLGDWHG�

EDODQFH�VKHHWV�
���� ,Q�WKH�VHFRQG�TXDUWHU�RI�ILVFDO�������ZH�DGRSWHG�DPHQGHG�DFFRXQWLQJ�JXLGDQFH�

WKDW�GHIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�VKRXOG�EH�FODVVLILHG�DV�QRQFXUUHQW�RQ�WKH�
FRQVROLGDWHG�EDODQFH�VKHHW��6HH�1RWH�� IRU�IXUWKHU�GLVFXVVLRQ�

$W�-XQH��������� ZH�KDG�JURVV�IHGHUDO��VWDWH�DQG�LQWHUQDWLRQDO�ORVV�
DQG�FUHGLW�FDUU\IRUZDUGV�RI������PLOOLRQ�������ELOOLRQ DQG�����PLOOLRQ��
UHVSHFWLYHO\��WKH�WD[�HIIHFW�RI�ZKLFK�LV�DQ�DJJUHJDWH�GHIHUUHG�WD[�DVVHW�
RI������PLOOLRQ��6XEVWDQWLDOO\�DOO�RI�WKHVH�FDUU\IRUZDUGV�DUH�DYDLODEOH�
IRU�DW�OHDVW�WKUHH�\HDUV��$SSUR[LPDWHO\�����PLOOLRQ RI�WKH�YDOXDWLRQ�
DOORZDQFH� DW� -XQH����� ���� DSSOLHV� WR� FHUWDLQ� IHGHUDO�� VWDWH� DQG�
LQWHUQDWLRQDO�ORVV�FDUU\IRUZDUGV�WKDW��LQ�RXU�RSLQLRQ��DUH�PRUH�OLNHO\�
WKDQ�QRW�WR�H[SLUH�XQXWLOL]HG��+RZHYHU��WR�WKH�H[WHQW�WKDW�WD[�EHQHILWV�
UHODWHG WR�WKHVH�FDUU\IRUZDUGV�DUH�UHDOL]HG�LQ�WKH�IXWXUH��WKH�UHGXFWLRQ�
LQ�WKH�YDOXDWLRQ�DOORZDQFH�ZRXOG�UHGXFH�LQFRPH�WD[�H[SHQVH�
:H�KDG������PLOOLRQ�������PLOOLRQ DQG������PLOOLRQ RI�XQUHFRJQL]HG�
WD[� EHQHILWV� DW� -XQH����� ������ ���� DQG� ������ UHVSHFWLYHO\�� 7KH�
-XQH��������������� DQG����� EDODQFHV�LQFOXGH������PLOOLRQ�������
PLOOLRQ DQG������PLOOLRQ��UHVSHFWLYHO\��RI�XQUHFRJQL]HG�WD[�EHQHILWV�
WKDW��LI�UHFRJQL]HG��ZRXOG�KDYH�DQ�LPSDFW�RQ�WKH�HIIHFWLYH�WD[�UDWH��
7KH�UHPDLQLQJ�XQUHFRJQL]HG�WD[�EHQHILWV�UHODWH�WR�WD[�SRVLWLRQV�IRU�
ZKLFK�XOWLPDWH�GHGXFWLELOLW\� LV�KLJKO\�FHUWDLQ�EXW� IRU�ZKLFK� WKHUH� LV�
XQFHUWDLQW\�DV�WR�WKH�WLPLQJ�RI�VXFK�GHGXFWLELOLW\��5HFRJQLWLRQ�RI�WKHVH�
WD[�EHQHILWV�ZRXOG�QRW�DIIHFW�RXU�HIIHFWLYH�WD[�UDWH��:H�LQFOXGH�WKH�IXOO�
DPRXQW�RI�XQUHFRJQL]HG�WD[�EHQHILWV�LQ�GHIHUUHG�LQFRPH�WD[HV�DQG�
RWKHU�OLDELOLWLHV�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV��7KH�IROORZLQJ�WDEOH�
SUHVHQWV�D� UHFRQFLOLDWLRQ�RI� WKH�EHJLQQLQJ�DQG�HQGLQJ�DPRXQWV�RI�
XQUHFRJQL]HG�WD[�EHQHILWV��
�LQ�PLOOLRQV� ���� ���� ����
%DODQFH�DW�EHJLQQLQJ�RI�ILVFDO�\HDU � ��� � ��� � ���
$GGLWLRQV�IRU�WD[�SRVLWLRQV�RI�WKH�FXUUHQW\HDU �� �� ��
$GGLWLRQV�IRU�WD[�SRVLWLRQV�RI�SULRU�\HDUV �� �� ��
5HGXFWLRQV�IRU�WD[�SRVLWLRQV�RI�SULRU�\HDUV ���� ���� ����
6HWWOHPHQWV�ZLWK�WD[�DXWKRULWLHV ���� ���� �����
([SLUDWLRQ�RI�WKH�VWDWXWH�RI�OLPLWDWLRQV ��� ² ²
%DODQFH�DW�HQG�RI�ILVFDO�\HDU � ��� � ��� � ���
,W�LV�UHDVRQDEO\�SRVVLEOH�WKDW�WKHUH�FRXOG�EH�D�FKDQJH�LQ�WKH�DPRXQW�
RI� XQUHFRJQL]HG� WD[� EHQHILWV� ZLWKLQ� WKH� QH[W� ��� PRQWKV� GXH� WR�

DFWLYLWLHV� RI� WKH� 8�6�� ,QWHUQDO� 5HYHQXH� 6HUYLFH� RU� RWKHU� WD[LQJ�
DXWKRULWLHV�� SRVVLEOH� VHWWOHPHQW� RI� DXGLW� LVVXHV�� UHDVVHVVPHQW� RI�
H[LVWLQJ�XQUHFRJQL]HG� WD[�EHQHILWV�RU� WKH�H[SLUDWLRQ�RI�VWDWXWHV�RI�
OLPLWDWLRQV� :H�HVWLPDWH� WKDW� WKH� UDQJH�RI� WKH�SRVVLEOH� FKDQJH� LQ�
XQUHFRJQL]HG�WD[�EHQHILWV�ZLWKLQ�WKH�QH[W����PRQWKV�LV�D�QHW�GHFUHDVH�
RI�]HUR WR������PLOOLRQ��H[FOXVLYH�RI�SHQDOWLHV�DQG�LQWHUHVW�
:H�UHFRJQL]H�DFFUXHG�LQWHUHVW�DQG�SHQDOWLHV�UHODWHG�WR�XQUHFRJQL]HG�
WD[�EHQHILWV�LQ�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV��$W�-XQH���������������
DQG� ������ ZH� KDG� ����� PLOOLRQ�� ����� PLOOLRQ DQG� ����� PLOOLRQ��
UHVSHFWLYHO\��DFFUXHG�IRU�WKH�SD\PHQW�RI�LQWHUHVW�DQG�SHQDOWLHV��7KHVH�
EDODQFHV�DUH�JURVV�DPRXQWV�EHIRUH�DQ\�WD[�EHQHILWV�DQG�DUH�LQFOXGHG�
LQ� GHIHUUHG� LQFRPH� WD[HV� DQG� RWKHU� OLDELOLWLHV� LQ� WKH� FRQVROLGDWHG�
EDODQFH� VKHHWV�� 'XULQJ� ILVFDO� ���� DQG� ������ ZH� UHFRJQL]HG� ���
PLOOLRQ DQG�����PLOOLRQ RI�EHQHILW�IRU�LQWHUHVW�DQG�SHQDOWLHV�LQ�LQFRPH�
WD[�H[SHQVH��UHVSHFWLYHO\�� 'XULQJ�ILVFDO�������ZH�UHFRJQL]HG�����
PLOOLRQ RI�H[SHQVH�IRU�LQWHUHVW�DQG�SHQDOWLHV�LQ�LQFRPH�WD[�H[SHQVH�
:H�ILOH� LQFRPH�WD[�UHWXUQV� LQ� WKH�8�6�� IHGHUDO� MXULVGLFWLRQ��YDULRXV�
8�6��VWDWH�DQG�ORFDO�MXULVGLFWLRQV��DQG�YDULRXV�IRUHLJQ�MXULVGLFWLRQV��
:LWK�IHZ�H[FHSWLRQV��ZH�DUH�VXEMHFW�WR�DXGLW�E\�WD[LQJ�DXWKRULWLHV�IRU�
ILVFDO�\HDUV������WKURXJK�WKH�FXUUHQW�ILVFDO�\HDU��
'XULQJ�ILVFDO�������WKH�,56�FORVHG�DXGLWV�RI�ILVFDO�\HDUV������WKURXJK�
������7KH� ,56� LV�FXUUHQWO\�FRQGXFWLQJ�DXGLWV�RI� ILVFDO�\HDUV������
WKURXJK�������DQG�RXU�WUDQVIHU�SULFLQJ�DUUDQJHPHQWV�FRQWLQXH�WR�EH�
XQGHU�FRQVLGHUDWLRQ�DV�SDUW�RI�WKHVH�DXGLWV��:KLOH�WKH�,56�KDV�PDGH�
DQG� FRXOG� PDNH� SURSRVHG� DGMXVWPHQWV� WR� RXU� WUDQVIHU� SULFLQJ�
DUUDQJHPHQWV��RU�RWKHU�PDWWHUV��ZH�DUH�GHIHQGLQJ�RXU�UHSRUWHG�WD[�
SRVLWLRQV�� DQG� KDYH� DFFRXQWHG� IRU� WKH� XQUHFRJQL]HG� WD[� EHQHILWV�
DVVRFLDWHG�ZLWK�RXU�WD[�SRVLWLRQV�
:H� DUH� D� SDUW\� WR� D� WD[� PDWWHUV� DJUHHPHQW� ZLWK� &DUH)XVLRQ�
&RUSRUDWLRQ� ��&DUH)XVLRQ����ZKLFK�KDV�EHHQ�DFTXLUHG�E\�%HFWRQ��
'LFNLQVRQ� DQG� &RPSDQ\�� 8QGHU� WKH� WD[� PDWWHUV� DJUHHPHQW��
&DUH)XVLRQ� LV�REOLJDWHG�WR� LQGHPQLI\�XV� IRU�FHUWDLQ� WD[�H[SRVXUHV�
DQG�WUDQVDFWLRQ�WD[HV�SULRU�WR�RXU�ILVFDO������VSLQ�RII�RI�&DUH)XVLRQ��
7KH�LQGHPQLILFDWLRQ�UHFHLYDEOH�ZDV������PLOOLRQ DQG������PLOOLRQ DW�
-XQH��������� DQG�������UHVSHFWLYHO\��DQG�LV�LQFOXGHG�LQ�RWKHU�DVVHWV�
LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�
��� &RPPLWPHQWV�� &RQWLQJHQW� /LDELOLWLHV� DQG�
/LWLJDWLRQ
&RPPLWPHQWV
2SHUDWLQJ�/HDVHV
7KH� IXWXUH�PLQLPXP� UHQWDO� SD\PHQWV� IRU� RSHUDWLQJ� OHDVHV�KDYLQJ�
LQLWLDO�RU�UHPDLQLQJ�QRQ�FDQFHODEOH�OHDVH�WHUPV�LQ�H[FHVV�RI�RQH�\HDU�
DW�-XQH��������� IRU�ILVFDO����� WKURXJK����� DQG�WKHUHDIWHU�DUH�DV�
IROORZV�������PLOOLRQ�������PLOOLRQ������PLOOLRQ������PLOOLRQ������PLOOLRQ
DQG������PLOOLRQ��5HQWDO�H[SHQVH�UHODWLQJ�WR�RSHUDWLQJ�OHDVHV�ZDV�
�����PLOOLRQ�������PLOOLRQ DQG������PLOOLRQ LQ�ILVFDO����������� DQG�
������ UHVSHFWLYHO\��6XEOHDVH� UHQWDO� LQFRPH�ZDV� LPPDWHULDO� IRU�DOO�
SHULRGV�SUHVHQWHG�
*HQHULF�6RXUFLQJ�9HQWXUH�:LWK�&96�+HDOWK�&RUSRUDWLRQ
,Q� -XO\�������ZH�HVWDEOLVKHG�5HG�2DN�6RXUFLQJ��//&� ��5HG�2DN�
6RXUFLQJ����D�8�6��EDVHG�JHQHULF�SKDUPDFHXWLFDO�VRXUFLQJ�YHQWXUH�
ZLWK�&96�+HDOWK�ZLWK�DQ�LQLWLDO�WHUP�RI����\HDUV��5HG�2DN�6RXUFLQJ�
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QHJRWLDWHV�JHQHULF�SKDUPDFHXWLFDO�VXSSO\�FRQWUDFWV�RQ�EHKDOI�RI�ERWK�
FRPSDQLHV��:H�DUH�UHTXLUHG�WR�SD\��� TXDUWHUO\�SD\PHQWV�RI�������
PLOOLRQ WR�&96�+HDOWK�ZKLFK�FRPPHQFHG�LQ�2FWREHU�������'XH�WR�
WKH�DFKLHYHPHQW�RI�SUHGHWHUPLQHG�PLOHVWRQHV��WKH�TXDUWHUO\�SD\PHQW�
WR�&96�+HDOWK�LQFUHDVHG�E\�����PLOOLRQ EHJLQQLQJ�LQ�ILVFDO����� DQG�
E\�DQ�DGGLWLRQDO�����PLOOLRQ EHJLQQLQJ� LQ� WKH� ILUVW�TXDUWHU�RI� ILVFDO�
������UHVXOWLQJ�LQ�D�PD[LPXP�TXDUWHUO\�SD\PHQW�RI�������PLOOLRQ��
/HJDO�3URFHHGLQJV
:H�EHFRPH� LQYROYHG� IURP� WLPH� WR� WLPH� LQ�GLVSXWHV�� OLWLJDWLRQ��DQG�
UHJXODWRU\�PDWWHUV�
:H�PD\�EH�QDPHG�IURP�WLPH�WR�WLPH�LQ�TXL�WDP DFWLRQV��ZKLFK�DUH�
LQLWLDWHG�E\�SULYDWH�WKLUG�SDUWLHV�SXUSRUWLQJ�WR�DFW�RQ�EHKDOI�RI�IHGHUDO�
RU�VWDWH�JRYHUQPHQWV�DQG�ZKLFK�DOOHJH�WKDW�IDOVH�FODLPV�KDYH�EHHQ�
VXEPLWWHG�RU�KDYH�EHHQ�FDXVHG�WR�EH�VXEPLWWHG�IRU�SD\PHQW�E\�WKH�
JRYHUQPHQW��$IWHU� D� SULYDWH� SDUW\� KDV� ILOHG� D� TXL� WDP DFWLRQ�� WKH�
JRYHUQPHQW�PXVW�LQYHVWLJDWH�WKH�SULYDWH�SDUW\
V�FODLP�DQG�GHWHUPLQH�
ZKHWKHU� WR� LQWHUYHQH� LQ�DQG�WDNH�FRQWURO�RYHU� WKH� OLWLJDWLRQ��7KHVH�
DFWLRQV�PD\� UHPDLQ�XQGHU� VHDO�ZKLOH� WKH�JRYHUQPHQW�PDNHV� WKLV�
GHWHUPLQDWLRQ��,I�WKH�JRYHUQPHQW�GHFOLQHV�WR�LQWHUYHQH��WKH�SULYDWH�
SDUW\�PD\�QRQHWKHOHVV�FRQWLQXH�WR�SXUVXH�WKH�OLWLJDWLRQ�RQ�KLV�RU�KHU�
RZQ�RQ�EHKDOI�RI�WKH�JRYHUQPHQW�
)URP�WLPH�WR�WLPH��ZH�UHFHLYH�VXESRHQDV�RU�UHTXHVWV�IRU�LQIRUPDWLRQ�
IURP�YDULRXV�JRYHUQPHQW�DJHQFLHV�UHODWLQJ�WR�RXU�EXVLQHVV�RU�WR�WKH�
EXVLQHVV�RI�D�FXVWRPHU��VXSSOLHU��RU�RWKHU�LQGXVWU\�SDUWLFLSDQW��0RVW�
RI� WKHVH� PDWWHUV� DUH� UHVROYHG� ZLWKRXW� LQFLGHQW�� KRZHYHU�� VXFK�
VXESRHQDV�RU� UHTXHVWV�FDQ� OHDG� WR� WKH�DVVHUWLRQ�RI�FODLPV�RU� WKH�
FRPPHQFHPHQW�RI�OHJDO�SURFHHGLQJV�DJDLQVW�XV��
)URP�WLPH�WR�WLPH��ZH�PD\�GHWHUPLQH�WKDW�SURGXFWV�ZH�PDQXIDFWXUH�
RU�PDUNHW�GR�QRW�PHHW�RXU�VSHFLILFDWLRQV��UHJXODWRU\�UHTXLUHPHQWV��
RU�SXEOLVKHG�VWDQGDUGV��:KHQ�ZH�RU�D�UHJXODWRU\�DJHQF\�LGHQWLI\�D�
TXDOLW\� RU� UHJXODWRU\� LVVXH�� ZH� LQYHVWLJDWH� DQG� WDNH� DSSURSULDWH�
FRUUHFWLYH�DFWLRQ��6XFK�DFWLRQV�FDQ�OHDG�WR�SURGXFW�UHFDOOV��FRVWV�WR�
UHSDLU�RU�UHSODFH�DIIHFWHG�SURGXFWV��WHPSRUDU\�LQWHUUXSWLRQV�LQ�SURGXFW�
VDOHV��DFWLRQ�E\�UHJXODWRUV��DQG�SURGXFW�OLDELOLW\�FODLPV�DQG�ODZVXLWV��
LQFOXGLQJ�FODVV�DFWLRQV�
:H� DFFUXH� IRU� FRQWLQJHQFLHV� UHODWHG� WR� GLVSXWHV�� OLWLJDWLRQ�� DQG�
UHJXODWRU\�PDWWHUV�LI�LW�LV�SUREDEOH�WKDW�D�OLDELOLW\�KDV�EHHQ�LQFXUUHG�
DQG�WKH�DPRXQW�RI�WKH�ORVV�FDQ�EH�UHDVRQDEO\�HVWLPDWHG��%HFDXVH�
WKHVH� PDWWHUV� DUH� LQKHUHQWO\� XQSUHGLFWDEOH� DQG� XQIDYRUDEOH�
GHYHORSPHQWV�RU�UHVROXWLRQV�FDQ�RFFXU��DVVHVVLQJ�FRQWLQJHQFLHV�LV�
KLJKO\�VXEMHFWLYH�DQG�UHTXLUHV�MXGJPHQWV�DERXW�IXWXUH�HYHQWV��:H�
UHJXODUO\� UHYLHZ�FRQWLQJHQFLHV� WR�GHWHUPLQH�ZKHWKHU�RXU�DFFUXDOV�
DQG�UHODWHG�GLVFORVXUHV�DUH�DGHTXDWH��7KH�DPRXQW�RI�XOWLPDWH�ORVV�
PD\�GLIIHU�IURP�WKHVH�HVWLPDWHV�
:LWK� UHVSHFW� WR� WKH� PDWWHUV� GHVFULEHG� EHORZ�� ZH� DUH� XQDEOH� WR�
HVWLPDWH�D�UDQJH�RI�UHDVRQDEO\�SRVVLEOH�ORVV�IRU�PDWWHUV�IRU�ZKLFK�
WKHUH�LV�QR�DFFUXDO��RU�DGGLWLRQDO�ORVV�IRU�PDWWHUV�IRU�ZKLFK�ZH�KDYH�
UHFRUGHG�DQ�DFFUXDO��VLQFH�GDPDJHV�RU�ILQHV�KDYH�QRW�EHHQ�VSHFLILHG�
RU�WKH�SURFHHGLQJV�DUH�DW�VWDJHV�ZKHUH�VLJQLILFDQW�XQFHUWDLQW\�H[LVWV�
DV� WR� OHJDO� RU� IDFWXDO� LVVXHV�DQG�DV� WR�ZKHWKHU� VXFK�PDWWHUV�ZLOO�
SURFHHG� WR� WULDO��:H�GR� QRW� EHOLHYH�� EDVHG� RQ� FXUUHQWO\� DYDLODEOH�
LQIRUPDWLRQ��WKDW�WKH�RXWFRPHV�RI�WKHVH�PDWWHUV�ZLOO�KDYH�D�PDWHULDO�
DGYHUVH�HIIHFW�RQ�RXU�ILQDQFLDO�SRVLWLRQ��UHVXOWV�RI�RSHUDWLRQV��RU�FDVK�
IORZV��+RZHYHU��WKH�RXWFRPH�RI�RQH�RU�PRUH�RI�WKHVH�PDWWHUV�FRXOG�

EH�PDWHULDO� WR� RXU� UHVXOWV� RI� RSHUDWLRQV� IRU� D� SDUWLFXODU� TXDUWHUO\�
SHULRG�
:H�UHFRJQL]H�LQFRPH�IURP�WKH�IDYRUDEOH�RXWFRPH�RI�OLWLJDWLRQ�ZKHQ�
ZH�UHFHLYH�WKH�DVVRFLDWHG�FDVK�RU�DVVHWV�
:H� UHFRJQL]H� HVWLPDWHG� ORVV� FRQWLQJHQFLHV� IRU� OLWLJDWLRQ� DQG�
UHJXODWRU\�PDWWHUV�DQG�LQFRPH�IURP�IDYRUDEOH�UHVROXWLRQ�RI�OLWLJDWLRQ�
LQ�OLWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW�LQ�RXU�FRQVROLGDWHG�VWDWHPHQWV�
RI�HDUQLQJV�
'($ ,QYHVWLJDWLRQ�DQG�5HODWHG�0DWWHUV
,Q�)HEUXDU\������� WKH�8�6��'UXJ�(QIRUFHPHQW�$GPLQLVWUDWLRQ� �WKH�
�'($���LVVXHG�DQ�RUGHU�WR�VKRZ�FDXVH�DQG�LPPHGLDWH�VXVSHQVLRQ�
RI�RXU�/DNHODQG��)ORULGD�GLVWULEXWLRQ�FHQWHU
V�UHJLVWUDWLRQ�WR�GLVWULEXWH�
FRQWUROOHG�VXEVWDQFHV��DVVHUWLQJ�WKDW�ZH�IDLOHG�WR�PDLQWDLQ�UHTXLUHG�
FRQWUROV�DJDLQVW�WKH�GLYHUVLRQ�RI�FRQWUROOHG�VXEVWDQFHV��,Q�0D\�������
ZH�HQWHUHG�LQWR�D�VHWWOHPHQW�DJUHHPHQW�ZLWK�WKH�'($ WKDW�UHVROYHG�
WKH�DGPLQLVWUDWLYH�DVSHFWV�RI�WKH�'($
V�DFWLRQ�EXW�GLG�QRW�UHVROYH�
SRWHQWLDO�OLDELOLW\�IRU�FLYLO�ILQHV�LQ�)ORULGD�RU�HOVHZKHUH�IRU�WKH�FRQGXFW�
FRYHUHG� E\� WKH� VHWWOHPHQW� DJUHHPHQW�� ,Q� WKDW� UHJDUG�� ZH� DUH�
FRQWLQXLQJ� WR� GLVFXVV� D� VHWWOHPHQW� ZLWK� WKH� 8�6�� 'HSDUWPHQW� RI�
-XVWLFH��:H�LQFXUUHG�OLWLJDWLRQ�FKDUJHV�RI����PLOOLRQ DQG�����PLOOLRQ
IRU�WKLV�PDWWHU�GXULQJ�ILVFDO����� DQG�������UHVSHFWLYHO\��2XU�WRWDO�
DFFUXDO�IRU�WKLV�PDWWHU�DW�-XQH��������� DQG����� ZDV�����PLOOLRQ
DQG� ����PLOOLRQ�� UHVSHFWLYHO\�� ZKLFK� LV� LQFOXGHG� LQ� RWKHU� DFFUXHG�
OLDELOLWLHV�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�
6WDWH�RI�:HVW�9LUJLQLD�YV��&DUGLQDO�+HDOWK��,QF�
6LQFH� -XQH� ������ WKH� :HVW� 9LUJLQLD� $WWRUQH\� *HQHUDO� KDV� ILOHG�
FRPSODLQWV� DJDLQVW� D� QXPEHU� RI� SKDUPDFHXWLFDO� ZKROHVDOH�
GLVWULEXWRUV�� LQFOXGLQJ�XV��7KH�FRPSODLQWV��ZKLFK�ZHUH� ILOHG� LQ� WKH�
&LUFXLW�&RXUW�RI�%RRQH�&RXQW\��:HVW�9LUJLQLD��DOOHJH��DPRQJ�RWKHU�
WKLQJV�� WKDW� WKH�GLVWULEXWRUV� IDLOHG� WR�PDLQWDLQ�HIIHFWLYH� FRQWUROV� WR�
JXDUG�DJDLQVW�GLYHUVLRQ�RI�FRQWUROOHG�VXEVWDQFHV� LQ�:HVW�9LUJLQLD��
IDLOHG� WR� UHSRUW� VXVSLFLRXV� RUGHUV� RI� FRQWUROOHG� VXEVWDQFHV� LQ�
DFFRUGDQFH�ZLWK�WKH�:HVW�9LUJLQLD�8QLIRUP�&RQWUROOHG�6XEVWDQFHV�
$FW�� DQG� ZHUH� QHJOLJHQW� LQ� GLVWULEXWLQJ� FRQWUROOHG� VXEVWDQFHV� WR�
SKDUPDFLHV�WKDW�VHUYH�LQGLYLGXDOV�ZKR�DEXVH�FRQWUROOHG�VXEVWDQFHV��
7KH� FRPSODLQWV� VHHN�� DPRQJ� RWKHU� WKLQJV�� LQMXQFWLYH� DQG� RWKHU�
HTXLWDEOH�UHOLHI�DQG�PRQHWDU\�GDPDJHV��:H�DUH�YLJRURXVO\�GHIHQGLQJ�
RXUVHOYHV�LQ�WKLV�PDWWHU�
3URGXFW�/LDELOLW\�/DZVXLWV
:H�DQG�RXU�&RUGLV�EXVLQHVV�KDYH�EHHQ�QDPHG�DV�GHIHQGDQWV� LQ�
SURGXFW� OLDELOLW\� ODZVXLWV�� LQFOXGLQJ�DW�$XJXVW������������ ODZVXLWV�
LQYROYLQJ�FODLPV�E\�DSSUR[LPDWHO\���� SODLQWLIIV�WKDW�DOOHJH�SHUVRQDO�
LQMXULHV�DVVRFLDWHG�ZLWK�WKH�XVH�RI�&RUGLV�2SW(DVH�DQG�7UDS(DVH�
LQIHULRU�YHQD�FDYD��,9&��ILOWHU�SURGXFWV��7KHVH�ODZVXLWV�VHHN�D�YDULHW\�
RI� UHPHGLHV�� LQFOXGLQJ� XQVSHFLILHG� PRQHWDU\� GDPDJHV�� :H� DUH�
YLJRURXVO\�GHIHQGLQJ�RXUVHOYHV�LQ�WKHVH�PDWWHUV�
$QWLWUXVW�/LWLJDWLRQ�3URFHHGV
:H�UHFHLYHG�DQG�UHFRJQL]HG�LQFRPH�UHVXOWLQJ�IURP�VHWWOHPHQWV�RI�
FODVV�DFWLRQ�DQWLWUXVW� ODZVXLWV�� LQ�ZKLFK�ZH�ZHUH�D�FODVV�PHPEHU��
RI�����PLOOLRQ������PLOOLRQ DQG�����PLOOLRQ GXULQJ�ILVFDO�����������
DQG�������UHVSHFWLYHO\�
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���*XDUDQWHHV
,Q� WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��ZH�DJUHH�WR� LQGHPQLI\�FHUWDLQ�
RWKHU�SDUWLHV�XQGHU�DFTXLVLWLRQ�DQG�GLVSRVLWLRQ�DJUHHPHQWV��FXVWRPHU�
DJUHHPHQWV�� LQWHOOHFWXDO�SURSHUW\� OLFHQVLQJ�DJUHHPHQWV��DQG�RWKHU�
DJUHHPHQWV�� 6XFK� LQGHPQLILFDWLRQ� REOLJDWLRQV� YDU\� LQ� VFRSH� DQG��
ZKHQ�GHILQHG��LQ�GXUDWLRQ��,Q�PDQ\�FDVHV��D�PD[LPXP�REOLJDWLRQ�LV�
QRW�H[SOLFLWO\�VWDWHG��DQG�WKHUHIRUH�WKH�RYHUDOO�PD[LPXP�DPRXQW�RI�
WKH� OLDELOLW\� XQGHU� VXFK� LQGHPQLILFDWLRQ� REOLJDWLRQV� FDQQRW� EH�
UHDVRQDEO\� HVWLPDWHG�� :KHUH� DSSURSULDWH�� VXFK� LQGHPQLILFDWLRQ�
REOLJDWLRQV� DUH� UHFRUGHG� DV� D� OLDELOLW\�� +LVWRULFDOO\�� ZH� KDYH� QRW��
LQGLYLGXDOO\� RU� LQ� WKH� DJJUHJDWH�� PDGH� SD\PHQWV� XQGHU� WKHVH�
LQGHPQLILFDWLRQ� REOLJDWLRQV� LQ� DQ\� PDWHULDO� DPRXQWV�� ,Q� FHUWDLQ�
FLUFXPVWDQFHV�� ZH� EHOLHYH� WKDW� H[LVWLQJ� LQVXUDQFH� DUUDQJHPHQWV��
VXEMHFW� WR� WKH�JHQHUDO� GHGXFWLRQ�DQG�H[FOXVLRQ�SURYLVLRQV��ZRXOG�
FRYHU�SRUWLRQV�RI�WKH�OLDELOLW\�WKDW�PD\�DULVH�IURP�WKHVH�LQGHPQLILFDWLRQ�
REOLJDWLRQV��,Q�DGGLWLRQ��ZH�EHOLHYH�WKDW�WKH�OLNHOLKRRG�RI�D�PDWHULDO�
OLDELOLW\�EHLQJ�WULJJHUHG�XQGHU�WKHVH�LQGHPQLILFDWLRQ�REOLJDWLRQV�LV�QRW�
SUREDEOH�
)URP�WLPH�WR�WLPH�ZH�HQWHU�LQWR�DJUHHPHQWV�WKDW�REOLJDWH�XV�WR�PDNH�
IL[HG� SD\PHQWV� XSRQ� WKH� RFFXUUHQFH� RI� FHUWDLQ� HYHQWV�� 6XFK�
REOLJDWLRQV�SULPDULO\� UHODWH� WR�REOLJDWLRQV�DULVLQJ�XQGHU�DFTXLVLWLRQ�
WUDQVDFWLRQV��ZKHUH�ZH�KDYH�DJUHHG�WR�PDNH�SD\PHQWV�EDVHG�XSRQ�
WKH�DFKLHYHPHQW�RI�FHUWDLQ�ILQDQFLDO�SHUIRUPDQFH�PHDVXUHV�E\�WKH�
DFTXLUHG�EXVLQHVV��*HQHUDOO\��WKH�REOLJDWLRQ�LV�FDSSHG�DW�DQ�H[SOLFLW�
DPRXQW��6HH�1RWH��� IRU�GHWDLO�UHJDUGLQJ�FRQWLQJHQW�FRQVLGHUDWLRQ�
REOLJDWLRQV��
����)DLU�9DOXH�0HDVXUHPHQWV
7KH�IROORZLQJ�WDEOHV�SUHVHQW�WKH�IDLU�YDOXHV�IRU�DVVHWV�DQG��OLDELOLWLHV��
PHDVXUHG�RQ�D�UHFXUULQJ�EDVLV�DW�-XQH����

����
�LQ�PLOOLRQV� /HYHO�� /HYHO�� /HYHO�� 7RWDO
$VVHWV�
&DVK�HTXLYDOHQWV � ��� � Ȅ � Ȅ � ���
)RUZDUG�FRQWUDFWV���� Ȅ �� Ȅ ��
$YDLODEOH�IRU�VDOH�VHFXULWLHV���� Ȅ ��� Ȅ ���
2WKHU�LQYHVWPHQWV���� ��� Ȅ Ȅ ���
/LDELOLWLHV�
&RQWLQJHQW�&RQVLGHUDWLRQ���� Ȅ Ȅ ���� ����

����
�LQ�PLOOLRQV� /HYHO�� /HYHO�� /HYHO�� 7RWDO
$VVHWV�
&DVK�HTXLYDOHQWV � ����� � ² � ² � �����
)RUZDUG�FRQWUDFWV���� ² � ² �
$YDLODEOH�IRU�VDOH�VHFXULWLHV���� ² ��� ² ���
2WKHU�LQYHVWPHQWV���� ��� ² ² ���
/LDELOLWLHV�
&RQWLQJHQW�&RQVLGHUDWLRQ���� ² ² ���� ����
���� 7KH�IDLU�YDOXH�RI�LQWHUHVW�UDWH�VZDSV��IRUHLJQ�FXUUHQF\�FRQWUDFWV�DQG�FRPPRGLW\�

FRQWUDFWV�LV�GHWHUPLQHG�EDVHG�RQ�WKH�SUHVHQW�YDOXH�RI�H[SHFWHG�IXWXUH�FDVK�
IORZV�FRQVLGHULQJ�WKH�ULVNV�LQYROYHG��LQFOXGLQJ�QRQ�SHUIRUPDQFH�ULVN��DQG�XVLQJ�

GLVFRXQW� UDWHV�DSSURSULDWH� IRU� WKH� UHVSHFWLYH�PDWXULWLHV��2EVHUYDEOH�/HYHO���
LQSXWV�DUH�XVHG�WR�GHWHUPLQH�WKH�SUHVHQW�YDOXH�RI�H[SHFWHG�IXWXUH�FDVK�IORZV��
7KH�IDLU�YDOXH�RI�WKHVH�GHULYDWLYH�FRQWUDFWV��ZKLFK�DUH�VXEMHFW�WR�PDVWHU�QHWWLQJ�
DUUDQJHPHQWV�XQGHU�FHUWDLQ�FLUFXPVWDQFHV��LV�SUHVHQWHG�RQ�D�JURVV�EDVLV�LQ�
WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�

���� :H�LQYHVW�LQ�PDUNHWDEOH�VHFXULWLHV��ZKLFK�DUH�FODVVLILHG�DV�DYDLODEOH�IRU�VDOH�
DQG�DUH�FDUULHG�DW�IDLU�YDOXH�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV��2EVHUYDEOH�
/HYHO���LQSXWV�VXFK�DV�TXRWHG�SULFHV�IRU�VLPLODU�VHFXULWLHV��LQWHUHVW�UDWH�VSUHDGV��
\LHOG�FXUYHV�DQG�FUHGLW�ULVN�DUH�XVHG�WR�GHWHUPLQH�WKH�IDLU�YDOXH��6HH�1RWH�� IRU�
DGGLWLRQDO�LQIRUPDWLRQ�UHJDUGLQJ�DYDLODEOH�IRU�VDOH�VHFXULWLHV�

���� 7KH�RWKHU�LQYHVWPHQWV�EDODQFH�LQFOXGHV�LQYHVWPHQWV�LQ�PXWXDO�IXQGV��ZKLFK�DUH�
XVHG�WR�RIIVHW�IOXFWXDWLRQV�LQ�GHIHUUHG�FRPSHQVDWLRQ�OLDELOLWLHV��7KHVH�PXWXDO�
IXQGV�SULPDULO\�LQYHVW�LQ�WKH�HTXLW\�VHFXULWLHV�RI�FRPSDQLHV�ZLWK�ODUJH�PDUNHW�
FDSLWDOL]DWLRQ�DQG�KLJK�TXDOLW\�IL[HG�LQFRPH�GHEW�VHFXULWLHV��7KH�IDLU�YDOXH�RI�
WKHVH�LQYHVWPHQWV�LV�GHWHUPLQHG�XVLQJ�TXRWHG�PDUNHW�SULFHV�

���� &RQWLQJHQW�FRQVLGHUDWLRQ�UHSUHVHQWV�WKH�REOLJDWLRQV�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�
DFTXLVLWLRQV��:H�GR�QRW�GHHP� WKH� IDLU�YDOXH�RI� WKH�FRQWLQJHQW�FRQVLGHUDWLRQ�
REOLJDWLRQV�XQGHU�DQ\�VLQJOH�DFTXLVLWLRQ�WR�EH�VLJQLILFDQW��7KH�HVWLPDWH�RI�IDLU�
YDOXH� RI� WKH� FRQWLQJHQW� FRQVLGHUDWLRQ� REOLJDWLRQV� UHTXLUHV� VXEMHFWLYH�
DVVXPSWLRQV� WR� EH�PDGH� UHJDUGLQJ� IXWXUH� EXVLQHVV� UHVXOWV�� GLVFRXQW� UDWHV��
GLVFRXQW�SHULRGV��DQG�SUREDELOLWLHV�DVVLJQHG�WR�YDULRXV�SRWHQWLDO�EXVLQHVV�UHVXOW�
VFHQDULRV�DQG�ZDV�GHWHUPLQHG�XVLQJ�SUREDELOLW\�DVVHVVPHQWV�ZLWK�UHVSHFW�WR�
WKH�OLNHOLKRRG�RI�UHDFKLQJ�YDULRXV�WDUJHWV�RU�RI�DFKLHYLQJ�FHUWDLQ�PLOHVWRQHV��7KH�
IDLU� YDOXH�PHDVXUHPHQW� LV� EDVHG� RQ� VLJQLILFDQW� LQSXWV� XQREVHUYDEOH� LQ� WKH�
PDUNHW� DQG� WKXV� UHSUHVHQWV� D� /HYHO� �� PHDVXUHPHQW�� &KDQJHV� LQ� FXUUHQW�
H[SHFWDWLRQV�RI�SURJUHVV�FRXOG�FKDQJH�WKH�SUREDELOLW\�RI�DFKLHYLQJ�WKH�WDUJHWV�
ZLWKLQ�WKH�PHDVXUHPHQW�SHULRGV�DQG�UHVXOW�LQ�DQ�LQFUHDVH�RU�GHFUHDVH�LQ�WKH�
IDLU�YDOXH�RI�WKH�FRQWLQJHQW�FRQVLGHUDWLRQ�REOLJDWLRQ�

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKRVH�OLDELOLWLHV�PHDVXUHG�DW�IDLU�YDOXH�
RQ�D�UHFXUULQJ�EDVLV�XVLQJ�XQREVHUYDEOH�LQSXWV��/HYHO����

�LQ�PLOOLRQV�
&RQWLQJHQW&RQVLGHUDWLRQ2EOLJDWLRQ

%DODQFH�DW�-XQH��������� � ��
$GGLWLRQV�IURP�DFTXLVLWLRQV ��
&KDQJHV�LQ�IDLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ���� �
3D\PHQW�RI�FRQWLQJHQW�FRQVLGHUDWLRQ ���
%DODQFH�DW�-XQH��������� � ��
$GGLWLRQV�IURP�DFTXLVLWLRQV �
&KDQJHV�LQ�IDLU�YDOXH�RI�FRQWLQJHQW�FRQVLGHUDWLRQ���� ����
3D\PHQW�RI�FRQWLQJHQW�FRQVLGHUDWLRQ ����
%DODQFH�DW�-XQH��������� � ��

���� $PRXQW�LV� LQFOXGHG�LQ�DPRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV�LQ�WKH�
FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV�

����)LQDQFLDO�,QVWUXPHQWV
:H�XWLOL]H�GHULYDWLYH� ILQDQFLDO� LQVWUXPHQWV� WR�PDQDJH�H[SRVXUH� WR�
FHUWDLQ� ULVNV� UHODWHG� WR�RXU�RQJRLQJ�RSHUDWLRQV��7KH�SULPDU\� ULVNV�
PDQDJHG�WKURXJK�WKH�XVH�RI�GHULYDWLYH�LQVWUXPHQWV�LQFOXGH�LQWHUHVW�
UDWH�ULVN��FXUUHQF\�H[FKDQJH�ULVN��DQG�FRPPRGLW\�SULFH�ULVN��:H�GR�
QRW�XVH�GHULYDWLYH�LQVWUXPHQWV�IRU�WUDGLQJ�RU�VSHFXODWLYH�SXUSRVHV��
:KLOH�WKH�PDMRULW\�RI�RXU�GHULYDWLYH�LQVWUXPHQWV�DUH�GHVLJQDWHG�DV�
KHGJLQJ�LQVWUXPHQWV��ZH�DOVR�HQWHU�LQWR�GHULYDWLYH�LQVWUXPHQWV�WKDW�
DUH�GHVLJQHG� WR�KHGJH�D� ULVN��EXW�DUH�QRW�GHVLJQDWHG�DV�KHGJLQJ�
LQVWUXPHQWV��7KHVH�GHULYDWLYH�LQVWUXPHQWV�DUH�DGMXVWHG�WR�FXUUHQW�IDLU�
YDOXH�WKURXJK�HDUQLQJV�DW�WKH�HQG�RI�HDFK�SHULRG��
:H�DUH�H[SRVHG�WR�FRXQWHUSDUW\�FUHGLW�ULVN�RQ�DOO�RI�RXU�GHULYDWLYH�
LQVWUXPHQWV��$FFRUGLQJO\��ZH�KDYH�HVWDEOLVKHG�DQG�PDLQWDLQ�VWULFW�
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FRXQWHUSDUW\� FUHGLW� JXLGHOLQHV� DQG� RQO\� HQWHU� LQWR� GHULYDWLYH�
LQVWUXPHQWV�ZLWK�PDMRU�ILQDQFLDO�LQVWLWXWLRQV�WKDW�DUH�LQYHVWPHQW�JUDGH�
RU�EHWWHU��:H�GR�QRW�KDYH�VLJQLILFDQW�H[SRVXUH�WR�DQ\�RQH�FRXQWHUSDUW\�
DQG�ZH�EHOLHYH� WKH� ULVN�RI� ORVV� LV� UHPRWH��$GGLWLRQDOO\��ZH�GR�QRW�
UHTXLUH�FROODWHUDO�XQGHU�WKHVH�DJUHHPHQWV�
,QWHUHVW�5DWH�5LVN�0DQDJHPHQW
:H�DUH�H[SRVHG�WR�WKH�LPSDFW�RI�LQWHUHVW�UDWH�FKDQJHV��2XU�REMHFWLYH�
LV�WR�PDQDJH�WKH�LPSDFW�RI�LQWHUHVW�UDWH�FKDQJHV�RQ�FDVK�IORZV�DQG�
WKH�PDUNHW�YDOXH�RI�RXU�ERUURZLQJV��:H�XWLOL]H�D�PL[�RI�GHEW�PDWXULWLHV�
DORQJ�ZLWK�ERWK�IL[HG�UDWH�DQG�YDULDEOH�UDWH�GHEW�WR�PDQDJH�FKDQJHV�
LQ�LQWHUHVW�UDWHV��,Q�DGGLWLRQ��ZH�HQWHU�LQWR�LQWHUHVW�UDWH�VZDSV�WR�IXUWKHU�
PDQDJH� RXU� H[SRVXUH� WR� LQWHUHVW� UDWH� YDULDWLRQV� UHODWHG� WR� RXU�
ERUURZLQJV�DQG�WR�ORZHU�RXU�RYHUDOO�ERUURZLQJ�FRVWV�
&XUUHQF\�([FKDQJH�5LVN�0DQDJHPHQW
:H�FRQGXFW�EXVLQHVV�LQ�VHYHUDO�PDMRU�LQWHUQDWLRQDO�FXUUHQFLHV�DQG�
DUH�VXEMHFW�WR�ULVNV�DVVRFLDWHG�ZLWK�FKDQJLQJ�IRUHLJQ�H[FKDQJH�UDWHV��
2XU�REMHFWLYH�LV�WR�UHGXFH�HDUQLQJV�DQG�FDVK�IORZ�YRODWLOLW\�DVVRFLDWHG�
ZLWK�IRUHLJQ�H[FKDQJH�UDWH�FKDQJHV�WR�DOORZ�PDQDJHPHQW�WR�IRFXV�
LWV� DWWHQWLRQ� RQ� EXVLQHVV� RSHUDWLRQV�� $FFRUGLQJO\�� ZH� HQWHU� LQWR�
YDULRXV�FRQWUDFWV� WKDW�FKDQJH� LQ�YDOXH�DV� IRUHLJQ�H[FKDQJH� UDWHV�
FKDQJH�WR�SURWHFW�WKH�YDOXH�RI�H[LVWLQJ�IRUHLJQ�FXUUHQF\�DVVHWV�DQG�
OLDELOLWLHV�� FRPPLWPHQWV� DQG� DQWLFLSDWHG� IRUHLJQ� FXUUHQF\� UHYHQXH�
DQG�H[SHQVHV�
&RPPRGLW\�3ULFH�5LVN�0DQDJHPHQW
:H�DUH�H[SRVHG�WR�FKDQJHV�LQ�WKH�SULFH�RI�FHUWDLQ�FRPPRGLWLHV��2XU�
REMHFWLYH� LV� WR�UHGXFH�HDUQLQJV�DQG�FDVK�IORZ�YRODWLOLW\�DVVRFLDWHG�
ZLWK� IRUHFDVWHG� SXUFKDVHV� RI� WKHVH� FRPPRGLWLHV� WR� DOORZ�
PDQDJHPHQW� WR� IRFXV� LWV� DWWHQWLRQ� RQ� EXVLQHVV� RSHUDWLRQV��
$FFRUGLQJO\�� ZH� HQWHU� LQWR� GHULYDWLYH� FRQWUDFWV� ZKHQ� SRVVLEOH� WR�
PDQDJH�WKH�SULFH�ULVN�DVVRFLDWHG�ZLWK�FHUWDLQ�IRUHFDVWHG�SXUFKDVHV�
7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� WKH� IDLU� YDOXH� RI� RXU� DVVHWV� DQG�
OLDELOLWLHV�UHODWHG�WR�GHULYDWLYHV�GHVLJQDWHG�DV�KHGJLQJ�LQVWUXPHQWV�
DQG� WKH� UHVSHFWLYH� OLQH� LWHPV� LQ�ZKLFK� WKH\�ZHUH� UHFRUGHG� LQ� WKH�
FRQVROLGDWHG�EDODQFH�VKHHWV�DW�-XQH����

�LQ�PLOOLRQV� ���� ����
$VVHWV�
)RUHLJQ�FXUUHQF\�FRQWUDFWV���� � � � �
3D\�IORDWLQJ�LQWHUHVW�UDWH�VZDSV���� �� �
3D\�IORDWLQJ�LQWHUHVW�UDWH�VZDSV���� � ²
7RWDO�DVVHWV � �� � ��

/LDELOLWLHV�
)RUHLJQ�FXUUHQF\�FRQWUDFWV���� � � � �
)RUZDUG�LQWHUHVW�UDWH�VZDSV���� �� ²
3D\�IORDWLQJ�LQWHUHVW�UDWH�VZDSV���� Ȅ �
&RPPRGLW\�FRQWUDFWV���� � �
&RPPRGLW\�FRQWUDFWV���� � �
7RWDO�OLDELOLWLHV � �� � �

���������,QFOXGHG�LQ�SUHSDLG�H[SHQVHV�DQG�RWKHU�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�
���� ,QFOXGHG�LQ�RWKHU�DVVHWV�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�
���� ,QFOXGHG�LQ�RWKHU�DFFUXHG�OLDELOLWLHV�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�
���� ,QFOXGHG� LQ� GHIHUUHG� LQFRPH� WD[HV� DQG� RWKHU� OLDELOLWLHV� LQ� WKH� FRQVROLGDWHG�

EDODQFH�VKHHWV�
)DLU�9DOXH�+HGJHV
:H�HQWHU�LQWR�SD\�IORDWLQJ�LQWHUHVW�UDWH�VZDSV�WR�KHGJH�WKH�FKDQJHV�
LQ�WKH�IDLU�YDOXH�RI�IL[HG�UDWH�GHEW�UHVXOWLQJ�IURP�IOXFWXDWLRQV�LQ�LQWHUHVW�
UDWHV�� 7KHVH� FRQWUDFWV� DUH� GHVLJQDWHG� DQG� TXDOLI\� DV� IDLU� YDOXH�
KHGJHV��$FFRUGLQJO\��WKH�JDLQ�RU�ORVV�UHFRUGHG�RQ�WKH�SD\�IORDWLQJ�
LQWHUHVW�UDWH�VZDSV�LV�GLUHFWO\�RIIVHW�E\�WKH�FKDQJH�LQ�IDLU�YDOXH�RI�WKH�
XQGHUO\LQJ�GHEW��%RWK�WKH�GHULYDWLYH�LQVWUXPHQW�DQG�WKH�XQGHUO\LQJ�
GHEW�DUH�DGMXVWHG�WR�PDUNHW�YDOXH�DW�WKH�HQG�RI�HDFK�SHULRG�ZLWK�DQ\�
UHVXOWLQJ� JDLQ� RU� ORVV� UHFRUGHG� LQ� LQWHUHVW� H[SHQVH�� QHW� LQ� WKH�
FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV�
'XULQJ�ILVFDO�������ZH�HQWHUHG�LQWR�SD\�IORDWLQJ�LQWHUHVW�UDWH�VZDSV�
ZLWK�WRWDO�QRWLRQDO�DPRXQWV�RI������PLOOLRQ��7KHVH�VZDSV�KDYH�EHHQ�
GHVLJQDWHG�DV�IDLU�YDOXH�KHGJHV�RI�RXU�IL[HG�UDWH�GHEW�DQG�DUH�LQFOXGHG�
LQ�RWKHU�DVVHWV�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�
'XULQJ�ILVFDO�������ZH�WHUPLQDWHG�QRWLRQDO�DPRXQWV�RI������PLOOLRQ
RI�SD\�IORDWLQJ�LQWHUHVW�UDWH�VZDSV�WKDW�ZHUH�SUHYLRXVO\�GHVLJQDWHG�
DV�IDLU�YDOXH�KHGJHV��
'XULQJ�ILVFDO�������ZH�HQWHUHG�LQWR�SD\�IORDWLQJ�LQWHUHVW�UDWH�VZDSV�
ZLWK�WRWDO�QRWLRQDO�DPRXQWV�RI��������PLOOLRQ��RI�ZKLFK������PLOOLRQ
DQG������PLOOLRQ ZDV�LQ�FRQQHFWLRQ�ZLWK�WKH�UHJLVWHUHG�GHEW�RIIHULQJV�
LQ�-XQH������DQG�1RYHPEHU�������UHVSHFWLYHO\��7KHVH�VZDSV�KDYH�
EHHQ�GHVLJQDWHG�DV�IDLU�YDOXH�KHGJHV�RI�RXU�IL[HG�UDWH�GHEW�DQG�DUH�
LQFOXGHG�LQ�RWKHU�DVVHWV�LQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�
$OVR�GXULQJ� ILVFDO� ������ZH� WHUPLQDWHG�QRWLRQDO� DPRXQWV�RI� �����
PLOOLRQ RI�SD\�IORDWLQJ�LQWHUHVW�UDWH�VZDSV�LQ�FRQQHFWLRQ�ZLWK�WKH�GHEW�
UHGHPSWLRQ�LQ�'HFHPEHU������DV�GHVFULEHG�LQ�1RWH����7KHVH�VZDSV�
ZHUH�SUHYLRXVO\�GHVLJQDWHG�DV�IDLU�YDOXH�KHGJHV��



1RWHV�WR�)LQDQFLDO�6WDWHPHQWV

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

7KH�IROORZLQJ�WDEOHV�VXPPDUL]H�WKH�RXWVWDQGLQJ�LQWHUHVW�UDWH�VZDSV�
GHVLJQDWHG�DV�IDLU�YDOXH�KHGJHV�DW�-XQH����

����
�LQ�PLOOLRQV� 1RWLRQDO�$PRXQW 0DWXULW\�'DWH
3D\�IORDWLQJ�LQWHUHVW�UDWH�VZDSV � ����� -XQ���� � 6HS����

����
�LQ�PLOOLRQV� 1RWLRQDO�$PRXQW 0DWXULW\�'DWH
3D\�IORDWLQJ�LQWHUHVW�UDWH�VZDSV � ����� -XQ���� � -XQ����
7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� WKH� JDLQ��ORVV�� UHFRJQL]HG� LQ�
HDUQLQJV�IRU�LQWHUHVW�UDWH�VZDSV�GHVLJQDWHG�DV�IDLU�YDOXH�KHGJHV�
�LQ�PLOOLRQV� ���� ���� ����
3D\�IORDWLQJ�LQWHUHVW�UDWH�VZDSV�������� � �� � �� � ��
)L[HG�UDWH�GHEW���� ���� ���� ����
��������,QFOXGHG�LQ�LQWHUHVW�H[SHQVH��QHW�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV�
���� )LVFDO� ���� H[FOXGHV� ���� PLOOLRQ IDLU� YDOXH� DGMXVWPHQW� WR� WKH� SUHYLRXVO\�

WHUPLQDWHG� LQWHUHVW� UDWH� VZDSV� DV� D� UHVXOW� RI� WKH� 'HFHPEHU� ����� GHEW�
H[WLQJXLVKPHQW�DV�GLVFORVHG�LQ�1RWH���

7KHUH� ZDV� QR� LQHIIHFWLYHQHVV� DVVRFLDWHG� ZLWK� WKHVH� GHULYDWLYH�
LQVWUXPHQWV�IRU�DQ\�SHULRGV�SUHVHQWHG�
&DVK�)ORZ�+HGJHV
:H� HQWHU� LQWR� GHULYDWLYH� LQVWUXPHQWV� WR� KHGJH� RXU� H[SRVXUH� WR�
FKDQJHV�LQ�FDVK�IORZV�DWWULEXWDEOH�WR�LQWHUHVW�UDWH��IRUHLJQ�FXUUHQF\�
DQG�FRPPRGLW\�SULFH�IOXFWXDWLRQV�DVVRFLDWHG�ZLWK�FHUWDLQ�IRUHFDVWHG�
WUDQVDFWLRQV�� 7KHVH� GHULYDWLYH� LQVWUXPHQWV� DUH� GHVLJQDWHG� DQG�
TXDOLI\�DV�FDVK�IORZ�KHGJHV��$FFRUGLQJO\��WKH�HIIHFWLYH�SRUWLRQ�RI�WKH�
JDLQ�RU�ORVV�RQ�WKH�GHULYDWLYH�LQVWUXPHQW�LV�UHSRUWHG�DV�D�FRPSRQHQW�
RI�RWKHU�FRPSUHKHQVLYH�LQFRPH�DQG�UHFODVVLILHG�LQWR�HDUQLQJV�LQ�WKH�
VDPH�OLQH�LWHP�DVVRFLDWHG�ZLWK�WKH�IRUHFDVWHG�WUDQVDFWLRQ�DQG�LQ�WKH�
VDPH�SHULRG�GXULQJ�ZKLFK�WKH�KHGJHG�WUDQVDFWLRQ�DIIHFWV�HDUQLQJV��
7KH�LQHIIHFWLYH�SRUWLRQ�RI�WKH�JDLQ�RU�ORVV�RQ�WKH�GHULYDWLYH�LQVWUXPHQW�
LV�UHFRJQL]HG�LQ�HDUQLQJV�LPPHGLDWHO\�
'XULQJ�ILVFDO����� DQG����� ZH�HQWHUHG�LQWR�IRUZDUG�LQWHUHVW�UDWH�
VZDSV�ZLWK�D�WRWDO�QRWLRQDO�DPRXQW�RI������PLOOLRQ DQG������PLOOLRQ��
UHVSHFWLYHO\�� WR� KHGJH� SUREDEOH�� EXW� QRW� ILUPO\� FRPPLWWHG�� IXWXUH�
WUDQVDFWLRQV�DVVRFLDWHG�ZLWK�RXU�GHEW��
$GGLWLRQDOO\�� GXULQJ� ILVFDO� ���� ZH� WHUPLQDWHG� ������� PLOOLRQ LQ�
IRUZDUG�LQWHUHVW�UDWH�VZDSV�WKDW�ZHUH�SUHYLRXVO\�GHVLJQDWHG�DV�FDVK�
IORZ�KHGJHV�
:H� HQWHU� LQWR� IRUHLJQ� FXUUHQF\� FRQWUDFWV� WR� SURWHFW� WKH� YDOXH� RI�
DQWLFLSDWHG� IRUHLJQ�FXUUHQF\� UHYHQXHV�DQG�H[SHQVHV��$W� -XQH�����
���� DQG�������ZH�KHOG�FRQWUDFWV�WR�KHGJH�SUREDEOH��EXW�QRW�ILUPO\�
FRPPLWWHG��UHYHQXH�DQG�H[SHQVHV��7KH�SULQFLSDO�FXUUHQFLHV�KHGJHG�
DUH�WKH�&DQDGLDQ�GROODU��0H[LFDQ�SHVR��7KDL�EDKW��&KLQHVH�UHQPLQEL�
DQG�HXUR�
:H� HQWHU� LQWR� FRPPRGLW\� FRQWUDFWV� WR� PDQDJH� WKH� SULFH� ULVN�
DVVRFLDWHG�ZLWK�IRUHFDVWHG�SXUFKDVHV�RI�FHUWDLQ�FRPPRGLWLHV�XVHG�
LQ�RXU�0HGLFDO�VHJPHQW�

7KH�IROORZLQJ�WDEOHV�VXPPDUL]H�WKH�RXWVWDQGLQJ�FDVK�IORZ�KHGJHV�
DW�-XQH����

����
�LQ�PLOOLRQV� 1RWLRQDO�$PRXQW 0DWXULW\�'DWH
)RUZDUG�LQWHUHVW�UDWH�VZDSV � ��� -XQ����� � -XQ�����
)RUHLJQ�FXUUHQF\�FRQWUDFWV ��� -XO����� � -XQ�����
&RPPRGLW\�FRQWUDFWV �� -XO����� � 0DU�����

����
�LQ�PLOOLRQV� 1RWLRQDO�$PRXQW 0DWXULW\�'DWH
)RUHLJQ�FXUUHQF\�FRQWUDFWV ��� -XO����� � -XQ�����
&RPPRGLW\�FRQWUDFWV �� -XO����� � 0DU�����
7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�JDLQ��ORVV��LQFOXGHG�LQ�$2&,�IRU�
GHULYDWLYH�LQVWUXPHQWV�GHVLJQDWHG�DV�FDVK�IORZ�KHGJHV�DW�-XQH����
�LQ�PLOOLRQV� ���� ����
)RUZDUG�LQWHUHVW�UDWH�VZDSV � ���� � ²
&RPPRGLW\�FRQWUDFWV ��� ���
)RUHLJQ�FXUUHQF\�FRQWUDFWV ��� �
7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� WKH� JDLQ��ORVV�� UHFODVVLILHG� IURP�
$2&,� LQWR�HDUQLQJV� IRU�GHULYDWLYH� LQVWUXPHQWV�GHVLJQDWHG�DV�FDVK�
IORZ�KHGJHV�
�LQ�PLOOLRQV� ���� ���� ����
)RUHLJQ�FXUUHQF\�FRQWUDFWV���� � � � � � ²
)RUHLJQ�FXUUHQF\�FRQWUDFWV���� � � �
)RUHLJQ�FXUUHQF\�FRQWUDFWV���� ��� ��� �
&RPPRGLW\�FRQWUDFWV���� ��� ��� ²
���� ,QFOXGHG�LQ�UHYHQXH�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV�
���� ,QFOXGHG�LQ�FRVW�RI�SURGXFWV�VROG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV�
���� ,QFOXGHG�LQ�6*	$ H[SHQVHV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV�
7KH� DPRXQW� RI� LQHIIHFWLYHQHVV� DVVRFLDWHG� ZLWK� WKHVH� GHULYDWLYH�
LQVWUXPHQWV�ZDV�LPPDWHULDO�IRU�DOO�SHULRGV�SUHVHQWHG�
(FRQRPLF��1RQ�'HVLJQDWHG��+HGJHV
:H� HQWHU� LQWR� IRUHLJQ� FXUUHQF\� FRQWUDFWV� WR� PDQDJH� RXU� IRUHLJQ�
H[FKDQJH�H[SRVXUH�UHODWHG�WR�LQWHUFRPSDQ\�ILQDQFLQJ�WUDQVDFWLRQV�
DQG�RWKHU�EDODQFH�VKHHW�LWHPV�VXEMHFW�WR�UHYDOXDWLRQ�WKDW�GR�QRW�PHHW�
WKH�UHTXLUHPHQWV�IRU�KHGJH�DFFRXQWLQJ�WUHDWPHQW��$FFRUGLQJO\��WKHVH�
GHULYDWLYH� LQVWUXPHQWV�DUH�DGMXVWHG�WR�FXUUHQW�PDUNHW�YDOXH�DW� WKH�
HQG�RI�HDFK�SHULRG�WKURXJK�HDUQLQJV��7KH�JDLQ�RU�ORVV�UHFRUGHG�RQ�
WKHVH� LQVWUXPHQWV� LV� VXEVWDQWLDOO\� RIIVHW� E\� WKH� UHPHDVXUHPHQW�
DGMXVWPHQW�RQ� WKH� IRUHLJQ�FXUUHQF\�GHQRPLQDWHG�DVVHW�RU� OLDELOLW\��
7KH�VHWWOHPHQW�RI�WKH�GHULYDWLYH�LQVWUXPHQW�DQG�WKH�UHPHDVXUHPHQW�
DGMXVWPHQW�RQ�WKH�IRUHLJQ�FXUUHQF\�GHQRPLQDWHG�DVVHW�RU�OLDELOLW\�DUH�
ERWK� UHFRUGHG� LQ� RWKHU� �LQFRPH��H[SHQVH�� QHW�� 7KH� SULQFLSDO�
FXUUHQFLHV� PDQDJHG� WKURXJK� IRUHLJQ� FXUUHQF\� FRQWUDFWV� DUH� WKH�
&DQDGLDQ� GROODU�� 0H[LFDQ� SHVR�� HXUR�� 7KDL� EDKW� DQG� &KLQHVH�
UHQPLQEL�



1RWHV�WR�)LQDQFLDO�6WDWHPHQWV

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

7KH� IROORZLQJ� WDEOHV� VXPPDUL]H� WKH� RXWVWDQGLQJ� HFRQRPLF� �QRQ�
GHVLJQDWHG��GHULYDWLYH�LQVWUXPHQWV�DW�-XQH����

����
�LQ�PLOOLRQV� 1RWLRQDO�$PRXQW 0DWXULW\�'DWH
)RUHLJQ�FXUUHQF\�FRQWUDFWV � ��� -XO����� � -XO�����

����
�LQ�PLOOLRQV� 1RWLRQDO�$PRXQW 0DWXULW\�'DWH
)RUHLJQ�FXUUHQF\�FRQWUDFWV � ��� -XO����� � -XO�����
7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� WKH� JDLQ��ORVV�� UHFRJQL]HG� LQ�
HDUQLQJV�IRU�HFRQRPLF��QRQ�GHVLJQDWHG��GHULYDWLYH�LQVWUXPHQWV�
�LQ�PLOOLRQV� ���� ���� ����
)RUHLJQ�FXUUHQF\�FRQWUDFWV���� � ���� � ���� � ��
���� ,QFOXGHG�LQ�RWKHU�LQFRPH��QHW�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV�
)DLU�9DOXH�RI�)LQDQFLDO�,QVWUXPHQWV
7KH�FDUU\LQJ�DPRXQWV�RI�FDVK�DQG�HTXLYDOHQWV�� WUDGH�UHFHLYDEOHV��
QHW��DFFRXQWV�SD\DEOH��DQG�RWKHU�DFFUXHG�OLDELOLWLHV�DW�-XQH���������
DQG����� DSSUR[LPDWH�IDLU�YDOXH�GXH�WR�WKHLU�VKRUW�WHUP�PDWXULWLHV�
7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�HVWLPDWHG�IDLU�YDOXH�RI�RXU�ORQJ�
WHUP�REOLJDWLRQV�DQG�RWKHU�VKRUW�WHUP�ERUURZLQJV�FRPSDUHG�WR�WKH�
UHVSHFWLYH�FDUU\LQJ�DPRXQWV�DW�-XQH����
�LQ�PLOOLRQV� ���� ����
(VWLPDWHG�IDLU�YDOXH � ����� � �����
&DUU\LQJ�DPRXQW ����� �����
7KH� IDLU� YDOXH� RI� RXU� ORQJ�WHUP� REOLJDWLRQV� DQG� RWKHU� VKRUW�WHUP�
ERUURZLQJV�LV�HVWLPDWHG�EDVHG�RQ�HLWKHU�WKH�TXRWHG�PDUNHW�SULFHV�
IRU�WKH�VDPH�RU�VLPLODU�LVVXHV�RU�RWKHU�LQSXWV�GHULYHG�IURP�DYDLODEOH�
PDUNHW�LQIRUPDWLRQ��ZKLFK�UHSUHVHQWV�D�/HYHO���PHDVXUHPHQW�
7KH�IROORZLQJ�WDEOH�LV�D�VXPPDU\�RI�WKH�IDLU�YDOXH�JDLQ��ORVV��RI�RXU�
GHULYDWLYH� LQVWUXPHQWV�EDVHG�XSRQ� WKH�HVWLPDWHG�DPRXQW� WKDW�ZH�
ZRXOG� UHFHLYH� �RU� SD\��� FRQVLGHULQJ� FRXQWHU�SDUW\� FUHGLW� ULVN�� WR�
WHUPLQDWH�WKH�FRQWUDFWV�DW�-XQH����

���� ����
�LQ�PLOOLRQV� 1RWLRQDO$PRXQW )DLU�9DOXH*DLQ��/RVV� 1RWLRQDO$PRXQW )DLU�9DOXH*DLQ��/RVV�
3D\�IORDWLQJ�LQWHUHVW�UDWHVZDSV � ����� � �� � ����� � �
)RUHLJQ�FXUUHQF\FRQWUDFWV ��� ��� ��� �
)RUZDUG�LQWHUHVW�UDWHVZDSV ��� ���� ² ²
&RPPRGLW\�FRQWUDFWV �� ��� �� ���
����5HGHHPDEOH�1RQFRQWUROOLQJ�,QWHUHVWV
,Q�FRQQHFWLRQ�ZLWK�WKH�DFTXLVLWLRQ�RI�D����SHUFHQW RZQHUVKLS�LQWHUHVW�
LQ�QDYL+HDOWK�GXULQJ�ILVFDO�����DV�GHVFULEHG�LQ�1RWH����ZH�UHFRJQL]HG�
UHGHHPDEOH�QRQFRQWUROOLQJ�LQWHUHVWV�ZLWK�D�IDLU�YDOXH�RI������PLOOLRQ
DW�WKH�DFTXLVLWLRQ�GDWH��$W�-XQH�����������RXU�RZQHUVKLS�LQWHUHVW�LQ�
QDYL+HDOWK�ZDV����SHUFHQW��7KH�LQFUHDVH�LQ�RXU�RZQHUVKLS�LQWHUHVW�

ZDV�GXH�WR�DQ�DGGLWLRQDO�FDSLWDO�FRQWULEXWLRQ�LQ�FRQQHFWLRQ�ZLWK�DQ�
DFTXLVLWLRQ�E\�QDYL+HDOWK�
7KH� UHFRQFLOLDWLRQ� RI� WKH� FKDQJHV� LQ� UHGHHPDEOH� QRQFRQWUROOLQJ�
LQWHUHVWV�DUH�DV�IROORZV��
�LQ�PLOOLRQV�
%DODQFH�DW�-XQH��������� � ²
5HGHHPDEOH�QRQFRQWUROOLQJ�LQWHUHVWV�DFTXLUHG ���
1HW�HDUQLQJV�DWWULEXWDEOH�WR�UHGHHPDEOH�QRQFRQWUROOLQJLQWHUHVWV �
1HW�SXUFKDVH�RI�UHGHHPDEOH�QRQFRQWUROOLQJ�LQWHUHVWV ���
%DODQFH�DW�-XQH��������� � ���

����6KDUHKROGHUV
�(TXLW\
$W�-XQH��������� DQG�������DXWKRUL]HG�FDSLWDO�VKDUHV�FRQVLVWHG�RI�
WKH�IROORZLQJ������PLOOLRQ &ODVV�$ FRPPRQ�VKDUHV��ZLWKRXW�SDU�YDOXH��
�� PLOOLRQ &ODVV� %� FRPPRQ� VKDUHV�� ZLWKRXW� SDU� YDOXH�� DQG� ����
WKRXVDQG QRQ�YRWLQJ�SUHIHUUHG�VKDUHV��ZLWKRXW�SDU�YDOXH��7KH�&ODVV�
$ FRPPRQ� VKDUHV� DQG� &ODVV� %� FRPPRQ� VKDUHV� DUH� FROOHFWLYHO\�
UHIHUUHG�WR�EHORZ�DV�³FRPPRQ�VKDUHV´��+ROGHUV�RI�FRPPRQ�VKDUHV�
DUH�HQWLWOHG�WR�VKDUH�HTXDOO\�LQ�DQ\�GLYLGHQGV�GHFODUHG�E\�WKH�%RDUG�
RI�'LUHFWRUV�DQG�WR�SDUWLFLSDWH�HTXDOO\� LQ�DOO�GLVWULEXWLRQV�RI�DVVHWV�
XSRQ�OLTXLGDWLRQ��*HQHUDOO\��WKH�KROGHUV�RI�&ODVV�$ FRPPRQ�VKDUHV�
DUH�HQWLWOHG�WR�RQH�YRWH SHU�VKDUH��DQG�WKH�KROGHUV�RI�&ODVV�%�FRPPRQ�
VKDUHV�DUH�HQWLWOHG�WR�RQH�ILIWK�RI�RQH�YRWH SHU�VKDUH�RQ�SURSRVDOV�
SUHVHQWHG�WR�VKDUHKROGHUV�IRU�YRWH��8QGHU�FHUWDLQ�FLUFXPVWDQFHV��WKH�
KROGHUV�RI�&ODVV�%�FRPPRQ�VKDUHV�DUH�HQWLWOHG�WR�YRWH�DV�D�VHSDUDWH�
FODVV��2QO\�&ODVV�$ FRPPRQ�VKDUHV�ZHUH�RXWVWDQGLQJ�DW�-XQH�����
���� DQG������
:H�UHSXUFKDVHG������ELOOLRQ RI�RXU�FRPPRQ�VKDUHV��LQ�WKH�DJJUHJDWH��
WKURXJK�VKDUH�UHSXUFKDVH�SURJUDPV�GXULQJ�ILVFDO����������� DQG�
������DV�GHVFULEHG�EHORZ��:H�IXQGHG�WKH�UHSXUFKDVHV�ZLWK�DYDLODEOH�
FDVK��7KH�FRPPRQ�VKDUHV�UHSXUFKDVHG�DUH�KHOG�LQ�WUHDVXU\�WR�EH�
XVHG�IRU�JHQHUDO�FRUSRUDWH�SXUSRVHV�
'XULQJ� ILVFDO� ������ ZH� UHSXUFKDVHG� ���� PLOOLRQ FRPPRQ� VKDUHV�
KDYLQJ�DQ�DJJUHJDWH�FRVW�RI������PLOOLRQ��7KH�DYHUDJH�SULFH�SDLG�SHU�
FRPPRQ�VKDUH�ZDV��������
'XULQJ� ILVFDO� ������ZH� UHSXUFKDVHG� �����PLOOLRQ FRPPRQ� VKDUHV�
KDYLQJ�DQ�DJJUHJDWH�FRVW�RI������ELOOLRQ��7KH�DYHUDJH�SULFH�SDLG�SHU�
FRPPRQ�VKDUH�ZDV���������
'XULQJ� ILVFDO� ������ ZH� UHSXUFKDVHG� ���� PLOOLRQ FRPPRQ� VKDUHV�
KDYLQJ�DQ�DJJUHJDWH�FRVW�RI������PLOOLRQ��7KH�DYHUDJH�SULFH�SDLG�SHU�
FRPPRQ�VKDUH�ZDV��������
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$FFXPXODWHG�2WKHU�&RPSUHKHQVLYH�,QFRPH��/RVV�
7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� WKH� FKDQJHV� LQ� WKH� EDODQFH� RI�
DFFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH��ORVV��E\�FRPSRQHQW�DQG�
LQ�WRWDO�

�LQ�PLOOLRQV�

)RUHLJQ&XUUHQF\7UDQVODWLRQ$GMXVWPHQWV�DQG�RWKHU

8QUHDOL]HG*DLQ��/RVV��RQ'HULYDWLYHV�QHW�RI�WD[

$FFXPXODWHG�2WKHU&RPSUHKHQVLYH,QFRPH��/RVV�
%DODQFH�DW�-XQH��������� � �� � � � ��
2WKHU�FRPSUHKHQVLYH�LQFRPH��ORVV���QHW�RI�WD[�EHIRUHUHFODVVLILFDWLRQV ����� � ����
$PRXQWV�UHFODVVLILHG�WRHDUQLQJV ² � �
7RWDO�RWKHU�FRPSUHKHQVLYHLQFRPH��ORVV���QHW�RI�WD[�RI���PLOOLRQ ����� �� ����

%DODQFH�DW�-XQH��������� � ���� � �� � ����

2WKHU�FRPSUHKHQVLYH�ORVV��QHWRI�WD[�EHIRUH�UHFODVVLILFDWLRQV ���� ��� ����
$PRXQWV�UHFODVVLILHG�WRHDUQLQJV ² ��� ���
7RWDO�RWKHU�FRPSUHKHQVLYHORVV��QHW�RI�WD[�RI����PLOOLRQ ���� ���� ����
%DODQFH�DW�-XQH��������� � ����� � � � �����

$FWLYLW\� UHODWHG� WR� UHDOL]HG� DQG� XQUHDOL]HG� JDLQV� DQG� ORVVHV� RQ�
DYDLODEOH�IRU�VDOH�VHFXULWLHV��DV�GHVFULEHG�LQ�1RWH����ZDV�LPPDWHULDO�
GXULQJ�ILVFDO����� DQG������

����(DUQLQJV�3HU�6KDUH�$WWULEXWDEOH�WR�&DUGLQDO�
+HDOWK��,QF�
7KH�IROORZLQJ�WDEOH�UHFRQFLOHV�WKH�FRPSXWDWLRQ�RI�EDVLF�DQG�GLOXWHG�
HDUQLQJV�SHU�VKDUH�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF��
�LQ�PLOOLRQV��H[FHSW�SHU�VKDUH�DPRXQWV� ���� ���� ����
(DUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV � ����� � ����� � �����
1HW�HDUQLQJV�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVW ��� ² ²
1HW�HDUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQVDWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF� ����� ����� �����
(DUQLQJV�IURP�GLVFRQWLQXHG�RSHUDWLRQV��QHW�RI�WD[ Ȅ � �

1HW�HDUQLQJV�DWWULEXWDEOH�WR�&DUGLQDO+HDOWK��,QF� � ����� � ����� � �����
:HLJKWHG�DYHUDJH�FRPPRQ�VKDUHV±EDVLF ��� ��� ���
(IIHFW�RI�GLOXWLYH�VHFXULWLHV�
(PSOR\HH�VWRFN�RSWLRQV��UHVWULFWHG�VKDUH�XQLWV��DQG�SHUIRUPDQFH�VKDUH�XQLWV � � �
:HLJKWHG�DYHUDJH�FRPPRQ�VKDUHVȃGLOXWHG ��� ��� ���

%DVLF�HDUQLQJV�SHU�FRPPRQ�VKDUH�DWWULEXWDEOHWR�&DUGLQDO�+HDOWK��,QF��
&RQWLQXLQJ�RSHUDWLRQV � ���� � ���� � ����
'LVFRQWLQXHG�RSHUDWLRQV Ȅ ���� ����
1HW�EDVLF�HDUQLQJV�SHU�FRPPRQ�VKDUHDWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF� � ���� � ���� � ����

'LOXWHG�HDUQLQJV�SHU�FRPPRQ�VKDUH�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF��
&RQWLQXLQJ�RSHUDWLRQV � ���� � ���� � ����
'LVFRQWLQXHG�RSHUDWLRQV ² ���� ����
�1HW�GLOXWHG�HDUQLQJV�SHU�FRPPRQ�VKDUHDWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF� � ���� � ���� � ����

7KH�SRWHQWLDOO\�GLOXWLYH�HPSOR\HH�VWRFN�RSWLRQV��UHVWULFWHG�VKDUH�XQLWV�
DQG�SHUIRUPDQFH�VKDUH�XQLWV�WKDW�ZHUH�DQWLGLOXWLYH�IRU�ILVFDO�������
�����DQG������ZHUH���PLOOLRQ����PLOOLRQ DQG�]HUR��UHVSHFWLYHO\��
����6HJPHQW�,QIRUPDWLRQ
2XU�RSHUDWLRQV�DUH�SULQFLSDOO\�PDQDJHG�RQ�D�SURGXFWV�DQG�VHUYLFHV�
EDVLV�DQG�DUH�FRPSULVHG�RI�WZR RSHUDWLQJ�VHJPHQWV��ZKLFK�DUH�WKH�
VDPH�DV�RXU�UHSRUWDEOH�VHJPHQWV��3KDUPDFHXWLFDO�DQG�0HGLFDO��7KH�
IDFWRUV�IRU�GHWHUPLQLQJ�WKH�UHSRUWDEOH�VHJPHQWV�LQFOXGH�WKH�PDQQHU�
LQ� ZKLFK� PDQDJHPHQW� HYDOXDWHV� SHUIRUPDQFH� IRU� SXUSRVHV� RI�
DOORFDWLQJ�UHVRXUFHV�DQG�DVVHVVLQJ�SHUIRUPDQFH�FRPELQHG�ZLWK�WKH�
QDWXUH�RI�WKH�LQGLYLGXDO�EXVLQHVV�DFWLYLWLHV�
7KH� 3KDUPDFHXWLFDO� VHJPHQW� GLVWULEXWHV� EUDQGHG� DQG� JHQHULF�
SKDUPDFHXWLFDO�� VSHFLDOW\� SKDUPDFHXWLFDO�� RYHU�WKH�FRXQWHU�
KHDOWKFDUH� DQG� FRQVXPHU� SURGXFWV� LQ� WKH� 8QLWHG� 6WDWHV�� 7KLV�
VHJPHQW�DOVR�RSHUDWHV�QXFOHDU�SKDUPDFLHV�DQG�F\FORWURQ�IDFLOLWLHV��
SURYLGHV�SKDUPDF\�PDQDJHPHQW� VHUYLFHV� WR� KRVSLWDOV� DV�ZHOO� DV�
PHGLFDWLRQ�WKHUDS\�PDQDJHPHQW�DQG�SDWLHQW�RXWFRPHV�VHUYLFHV�WR�
KRVSLWDOV��RWKHU�KHDOWKFDUH�SURYLGHUV�DQG�SD\HUV��SURYLGHV�VHUYLFHV�
WR� KHDOWKFDUH� FRPSDQLHV� VXSSRUWLQJ� WKH� GHYHORSPHQW��PDUNHWLQJ��
DQG� GLVWULEXWLRQ� RI� VSHFLDOW\� SKDUPDFHXWLFDO� SURGXFWV�� DQG�
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UHSDFNDJHV� JHQHULF� SKDUPDFHXWLFDOV� DQG� RYHU�WKH�FRXQWHU�
KHDOWKFDUH� SURGXFWV�� 7KLV� VHJPHQW� DOVR� LPSRUWV� DQG� GLVWULEXWHV�
SKDUPDFHXWLFDOV�� RYHU�WKH�FRXQWHU� KHDOWKFDUH� DQG� FRQVXPHU�
SURGXFWV�DV�ZHOO�DV�SURYLGHV�VSHFLDOW\�SKDUPDF\�DQG�RWKHU�VHUYLFHV�
LQ�&KLQD�
7KH�0HGLFDO�VHJPHQW�GLVWULEXWHV�D�EURDG�UDQJH�RI�PHGLFDO��VXUJLFDO�
DQG� ODERUDWRU\� SURGXFWV� DQG� SURYLGHV� VHUYLFHV� WR� KRVSLWDOV��
DPEXODWRU\� VXUJHU\� FHQWHUV�� FOLQLFDO� ODERUDWRULHV� DQG� RWKHU�
KHDOWKFDUH�SURYLGHUV�LQ�WKH�8QLWHG�6WDWHV��&DQDGD�DQG�&KLQD��7KLV�
VHJPHQW�GLVWULEXWHV�PHGLFDO�SURGXFWV�WR�SDWLHQWV�LQ�WKH�KRPH�LQ�WKH�
8QLWHG� 6WDWHV�� 7KLV� VHJPHQW� DOVR� PDQXIDFWXUHV�� VRXUFHV� DQG�
GHYHORSV� RXU�RZQ� &DUGLQDO� +HDOWK� EUDQG� PHGLFDO� DQG� VXUJLFDO�
SURGXFWV��ZKLFK�DUH�VROG�GLUHFWO\�RU�WKURXJK�WKLUG�SDUW\�GLVWULEXWRUV�LQ�
WKH�8QLWHG�6WDWHV��&DQDGD��(XURSH�DQG�RWKHU�UHJLRQV�LQWHUQDWLRQDOO\��
7KLV� VHJPHQW� DOVR� SURYLGHV� SRVW�DFXWH� FDUH� PDQDJHPHQW� DQG�
WUDQVLWLRQ� VHUYLFHV� DQG� VRIWZDUH� WR� KRVSLWDOV�� RWKHU� KHDOWKFDUH�
SURYLGHUV��DQG�SD\HUV�
7KH�IROORZLQJ�WDEOH�SUHVHQWV�UHYHQXH�IRU�HDFK�UHSRUWDEOH�VHJPHQW�
DQG�&RUSRUDWH�

�LQ�PLOOLRQV� ���� ���� ����
3KDUPDFHXWLFDO �������� � ������ � ������
0HGLFDO ������ ������ ������
7RWDO�VHJPHQW�UHYHQXH ������� ������� ������

&RUSRUDWH���� ���� �� ��
7RWDO�UHYHQXH �������� �������� � ������

���� &RUSRUDWH�UHYHQXH�FRQVLVWV�RI� WKH�HOLPLQDWLRQ�RI� LQWHU�VHJPHQW�UHYHQXH�DQG�
RWKHU�UHYHQXH�QRW�DOORFDWHG�WR�WKH�VHJPHQWV�

:H�HYDOXDWH�VHJPHQW�SHUIRUPDQFH�EDVHG�RQ�VHJPHQW�SURILW��DPRQJ�
RWKHU�PHDVXUHV��6HJPHQW�SURILW�LV�VHJPHQW�UHYHQXH��OHVV�VHJPHQW�
FRVW�RI�SURGXFWV�VROG��OHVV�VHJPHQW�GLVWULEXWLRQ��VHOOLQJ��JHQHUDO��DQG�
DGPLQLVWUDWLYH� ��6*	$��� H[SHQVHV�� 6HJPHQW� 6*	$ H[SHQVHV�
LQFOXGH� VKDUH�EDVHG� FRPSHQVDWLRQ� H[SHQVH� DV�ZHOO� DV� DOORFDWHG�
FRUSRUDWH� H[SHQVHV� IRU� VKDUHG� IXQFWLRQV�� LQFOXGLQJ� FRUSRUDWH�
PDQDJHPHQW��FRUSRUDWH�ILQDQFH��ILQDQFLDO�DQG�FXVWRPHU�FDUH�VKDUHG�
VHUYLFHV��KXPDQ�UHVRXUFHV��LQIRUPDWLRQ�WHFKQRORJ\��DQG�OHJDO�DQG�
FRPSOLDQFH��7KH� UHVXOWV� DWWULEXWDEOH� WR� QRQFRQWUROOLQJ� LQWHUHVWV� RI�
FRQVROLGDWHG�HQWLWLHV�DUH�UHFRUGHG�ZLWKLQ�VHJPHQW�SURILW��&RUSRUDWH�
H[SHQVHV�DUH�DOORFDWHG�WR�WKH�VHJPHQWV�EDVHG�RQ�KHDGFRXQW��OHYHO�
RI�EHQHILW�SURYLGHG��DQG�RWKHU�UDWDEOH�DOORFDWLRQ�PHWKRGRORJLHV�
:H� GR� QRW� DOORFDWH� WKH� IROORZLQJ� LWHPV� WR� RXU� VHJPHQWV�� /,)2�
LQYHQWRU\�FKDUJHV��FUHGLWV���UHVWUXFWXULQJ�DQG�HPSOR\HH�VHYHUDQFH��
DPRUWL]DWLRQ�DQG�RWKHU�DFTXLVLWLRQ�UHODWHG�FRVWV�� LPSDLUPHQWV�DQG�
�JDLQ��ORVV�RQ�GLVSRVDO�RI�DVVHWV��OLWLJDWLRQ��UHFRYHULHV��FKDUJHV��QHW��
RWKHU�LQFRPH��QHW��LQWHUHVW�H[SHQVH��QHW��ORVV�RQ�H[WLQJXLVKPHQW�RI�
GHEW��DQG�SURYLVLRQ�IRU�LQFRPH�WD[HV�
,Q� DGGLWLRQ�� FHUWDLQ� LQYHVWPHQW� VSHQGLQJ�� FHUWDLQ� SRUWLRQV� RI�
HQWHUSULVH�ZLGH�LQFHQWLYH�FRPSHQVDWLRQ��DQG�RWKHU�VSHQGLQJ�DUH�QRW�
DOORFDWHG�WR�WKH�VHJPHQWV��,QYHVWPHQW�VSHQGLQJ�JHQHUDOO\�LQFOXGHV�
WKH� ILUVW�\HDU� VSHQG� IRU� FHUWDLQ� SURMHFWV� WKDW� UHTXLUH� LQFUHPHQWDO�
LQYHVWPHQWV� LQ� WKH� IRUP� RI� DGGLWLRQDO� RSHUDWLQJ� H[SHQVHV�� :H�
HQFRXUDJH� RXU� VHJPHQWV� DQG� FRUSRUDWH� IXQFWLRQV� WR� LGHQWLI\�
LQYHVWPHQW�SURMHFWV�WKDW�ZLOO�SURPRWH�LQQRYDWLRQ�DQG�SURYLGH�IXWXUH�
UHWXUQV��$V�DSSURYDO�GHFLVLRQV�IRU�VXFK�SURMHFWV�DUH�GHSHQGHQW�XSRQ�

H[HFXWLYH�PDQDJHPHQW�� WKH�H[SHQVHV� IRU�VXFK�SURMHFWV�DUH�RIWHQ�
UHWDLQHG�DW�&RUSRUDWH�� ,QYHVWPHQW�VSHQGLQJ�ZLWKLQ�&RUSRUDWH�ZDV�
����PLOOLRQ������PLOOLRQ DQG�����PLOOLRQ IRU� ILVFDO����������� DQG�
������UHVSHFWLYHO\�
%HJLQQLQJ�LQ�ILVFDO�������ZH�FKDQJHG�RXU�PHWKRGRORJ\�IRU�DOORFDWLQJ�
FHUWDLQ�SRUWLRQV�RI�HQWHUSULVH�ZLGH�LQFHQWLYH�FRPSHQVDWLRQ�H[SHQVHV�
DPRQJ�&RUSRUDWH�DQG� WKH�VHJPHQWV��7KLV�FKDQJH�GLG�QRW� LPSDFW�
FRQVROLGDWHG� RSHUDWLQJ� HDUQLQJV� RU� QHW� HDUQLQJV� DQG� GLG� QRW�
PDWHULDOO\�LPSDFW�HLWKHU�VHJPHQW�GXULQJ�ILVFDO������
7KH�IROORZLQJ�WDEOHV�SUHVHQW�VHJPHQW�SURILW�E\�UHSRUWDEOH�VHJPHQW�
DQG�&RUSRUDWH�
�LQ�PLOOLRQV� ���� ���� ����
3KDUPDFHXWLFDO � ����� � ����� � �����
0HGLFDO ��� ��� ���
7RWDO�VHJPHQW�SURILW ����� ����� �����

&RUSRUDWH ����� ����� �����
7RWDO�RSHUDWLQJ�HDUQLQJV � ����� � ����� � �����

7KH� IROORZLQJ� WDEOHV� SUHVHQW� GHSUHFLDWLRQ� DQG� DPRUWL]DWLRQ� DQG�
DGGLWLRQV� WR� SURSHUW\� DQG� HTXLSPHQW� E\� UHSRUWDEOH� VHJPHQW� DQG�
&RUSRUDWH�
�LQ�PLOOLRQV� ���� ���� ����
3KDUPDFHXWLFDO � ��� � ��� � ���
0HGLFDO ��� ��� ���
&RUSRUDWH ��� ��� ���
7RWDO�GHSUHFLDWLRQ�DQGDPRUWL]DWLRQ � ��� � ��� � ���

�LQ�PLOOLRQV� ���� ���� ����
3KDUPDFHXWLFDO � �� � �� � ��
0HGLFDO �� �� ��
&RUSRUDWH ��� ��� ���
7RWDO�DGGLWLRQV�WR�SURSHUW\�DQGHTXLSPHQW � ��� � ��� � ���

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WRWDO�DVVHWV�IRU�HDFK�UHSRUWDEOH�VHJPHQW�
DQG�&RUSRUDWH�DW�-XQH����
�LQ�PLOOLRQV� ���� ���� ����
3KDUPDFHXWLFDO � ������ � ������ � ������
0HGLFDO ������ ����� �����
&RUSRUDWH ����� ����� �����
7RWDO�DVVHWV � ������ � ������ � ������

7KH�IROORZLQJ�WDEOHV�SUHVHQW�UHYHQXH�DQG�SURSHUW\�DQG�HTXLSPHQW��
QHW�E\�JHRJUDSKLF�DUHD�
�LQ�PLOOLRQV� ���� ���� ����
8QLWHG�6WDWHV � ������� � ������ � ������
,QWHUQDWLRQDO ����� ����� �����
7RWDO�UHYHQXH � ������� � ������� � ������
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�LQ�PLOOLRQV� ���� ���� ����
8QLWHG�6WDWHV � ����� � ����� � �����
,QWHUQDWLRQDO ��� ��� ���
3URSHUW\�DQG�HTXLSPHQW��QHW � ����� � ����� � �����

����6KDUH�%DVHG�&RPSHQVDWLRQ
:H�PDLQWDLQ�VWRFN�LQFHQWLYH�SODQV��FROOHFWLYHO\��WKH�³3ODQV´��IRU�WKH�
EHQHILW�RI�FHUWDLQ�RI�RXU�RIILFHUV��GLUHFWRUV�DQG�HPSOR\HHV��$W�-XQH�����
���������PLOOLRQ VKDUHV�UHPDLQ�DYDLODEOH�IRU�IXWXUH�JUDQWV�XQGHU�WKH�
&DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��������/7,3����
8QGHU� WKH� ����� /7,3
V� IXQJLEOH� VKDUH� FRXQWLQJ� SURYLVLRQV�� VWRFN�
RSWLRQV�DUH�FRXQWHG�DJDLQVW�WKH�SODQ�DV�RQH�VKDUH�IRU�HYHU\�VKDUH�
LVVXHG��DZDUGV�RWKHU�WKDQ�VWRFN�RSWLRQV�DUH�FRXQWHG�DJDLQVW�WKH�SODQ�
DV�WZR�DQG�RQH�KDOI�VKDUHV�IRU�HYHU\�VKDUH�LVVXHG��7KLV�PHDQV�WKDW�
RQO\���PLOOLRQ VKDUHV�FRXOG�EH�LVVXHG�XQGHU�DZDUGV�RWKHU�WKDQ�VWRFN�
RSWLRQV�ZKLOH����PLOOLRQ VKDUHV�FRXOG�EH�LVVXHG�XQGHU�VWRFN�RSWLRQV��
6KDUHV�DUH� LVVXHG�RXW�RI� WUHDVXU\�VKDUHV�ZKHQ�VWRFN�RSWLRQV�DUH�
H[HUFLVHG�DQG�ZKHQ�UHVWULFWHG�VKDUH�XQLWV�DQG�SHUIRUPDQFH�VKDUH�
XQLWV�YHVW��
7KH� IROORZLQJ� WDEOH� SURYLGHV� WRWDO� VKDUH�EDVHG� FRPSHQVDWLRQ�
H[SHQVH�E\�W\SH�RI�DZDUG�
�LQ�PLOOLRQV� ���� ���� ����
5HVWULFWHG�VKDUH�XQLW�H[SHQVH � �� � �� � ��
(PSOR\HH�VWRFN�RSWLRQ�H[SHQVH �� �� ��
3HUIRUPDQFH�VKDUH�XQLW�H[SHQVH �� �� ��

7RWDO�VKDUH�EDVHG�FRPSHQVDWLRQH[SHQVH�IURP�FRQWLQXLQJ�RSHUDWLRQV � ��� � ��� � ��
7KH�WRWDO�WD[�EHQHILW�UHODWHG�WR�VKDUH�EDVHG�FRPSHQVDWLRQ�ZDV�����
PLOOLRQ������PLOOLRQ DQG�����PLOOLRQ IRU�ILVFDO����������� DQG�������
UHVSHFWLYHO\�
6WRFN�2SWLRQV
(PSOR\HH�VWRFN�RSWLRQV�JUDQWHG�XQGHU�WKH�3ODQV�JHQHUDOO\�YHVW�LQ�
HTXDO�DQQXDO�LQVWDOOPHQWV�RYHU�WKUHH�\HDUV DQG�DUH�H[HUFLVDEOH�IRU�
SHULRGV�UDQJLQJ�IURP�VHYHQ WR�WHQ�\HDUV IURP�WKH�JUDQW�GDWH��$OO�VWRFN�
RSWLRQV�DUH�H[HUFLVDEOH�DW�D�SULFH�HTXDO�WR�WKH�PDUNHW�YDOXH�RI�WKH�
FRPPRQ�VKDUHV�XQGHUO\LQJ�WKH�RSWLRQ�RQ�WKH�JUDQW�GDWH�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�DOO�VWRFN�RSWLRQ�WUDQVDFWLRQV�XQGHU�
WKH�3ODQV�

�LQ�PLOOLRQV��H[FHSW�SHU�VKDUH�DPRXQWV� 6WRFN2SWLRQV
:HLJKWHG�$YHUDJH([HUFLVH�3ULFH�SHU&RPPRQ�6KDUH

2XWVWDQGLQJ�DW�-XQH��������� �� � �����
*UDQWHG � �����
([HUFLVHG ��� �����
&DQFHOHG�DQG�IRUIHLWHG ² ²
2XWVWDQGLQJ�DW�-XQH��������� � �����
*UDQWHG � �����
([HUFLVHG ��� �����
&DQFHOHG�DQG�IRUIHLWHG ² ²
2XWVWDQGLQJ�DW�-XQH��������� � � �����
([HUFLVDEOH�DW�-XQH��������� � � �����
7KH�IROORZLQJ�WDEOH�SURYLGHV�DGGLWLRQDO�GHWDLO�UHODWHG�WR�VWRFN�RSWLRQV�
�LQ�PLOOLRQV��H[FHSW�SHU�VKDUH�DPRXQWV� ���� ���� ����
$JJUHJDWH� LQWULQVLF� YDOXH� RI� RXWVWDQGLQJ�RSWLRQV�DW�SHULRG�HQG � ��� � ��� � ���
$JJUHJDWH� LQWULQVLF� YDOXH� RI� H[HUFLVDEOH�RSWLRQV�DW�SHULRG�HQG ��� ��� ���
$JJUHJDWH� LQWULQVLF� YDOXH� RI� H[HUFLVHG�RSWLRQV �� ��� ���
1HW� SURFHHGV� IURP� VKDUH�EDVHG�FRPSHQVDWLRQ � �� ���
([FHVV� WD[� EHQHILWV� IURP� VKDUH� EDVHG�FRPSHQVDWLRQ �� �� ��
7RWDO� FRPSHQVDWLRQ� FRVW�� QHW� RI� HVWLPDWHG�IRUIHLWXUHV��UHODWHG�WR�XQYHVWHG�VWRFN�RSWLRQV�QRW�\HW�UHFRJQL]HG��SUH�WD[ �� �� ��
7RWDO�IDLU�YDOXH�RI�VKDUHV�YHVWHG�GXULQJ�WKH�\HDU �� �� ��
:HLJKWHG�DYHUDJH�JUDQW�GDWH�IDLU�YDOXH�SHU�VWRFN�RSWLRQ ����� ����� �����

6WRFN�RSWLRQV�DUH�JUDQWHG�WR�RXU�RIILFHUV�DQG�FHUWDLQ�HPSOR\HHV��7KH�
IDLU�YDOXHV�ZHUH�HVWLPDWHG�RQ�WKH�JUDQW�GDWH�XVLQJ�D�ODWWLFH�YDOXDWLRQ�
PRGHO��:H�EHOLHYH�WKH�ODWWLFH�PRGHO�SURYLGHV�UHDVRQDEOH�HVWLPDWHV�
EHFDXVH� LW� KDV� WKH�DELOLW\� WR� WDNH� LQWR�DFFRXQW� LQGLYLGXDO�H[HUFLVH�
SDWWHUQV�EDVHG�RQ�FKDQJHV�LQ�RXU�VWRFN�SULFH�DQG�RWKHU�YDULDEOHV��
DQG�LW�SURYLGHV�IRU�D�UDQJH�RI�LQSXW�DVVXPSWLRQV��ZKLFK�DUH�GLVFORVHG�
LQ�WKH�WDEOH�EHORZ��7KH�ULVN�IUHH�UDWH�LV�EDVHG�RQ�WKH�8�6��7UHDVXU\�
\LHOG�FXUYH�DW�WKH�WLPH�RI�WKH�JUDQW��:H�DQDO\]HG�KLVWRULFDO�GDWD�WR�
HVWLPDWH�RSWLRQ�H[HUFLVH�EHKDYLRUV�DQG�HPSOR\HH�WHUPLQDWLRQV�WR�EH�
XVHG�ZLWKLQ�WKH�ODWWLFH�PRGHO��7KH�H[SHFWHG�OLIH�RI�WKH�RSWLRQV�JUDQWHG�
ZDV�FDOFXODWHG�IURP�WKH�RSWLRQ�YDOXDWLRQ�PRGHO�DQG�UHSUHVHQWV�WKH�
OHQJWK�RI�WLPH�LQ�\HDUV�WKDW�WKH�RSWLRQV�JUDQWHG�DUH�H[SHFWHG�WR�EH�
RXWVWDQGLQJ��([SHFWHG�YRODWLOLWLHV�DUH�EDVHG�RQ�LPSOLHG�YRODWLOLW\�IURP�
WUDGHG�RSWLRQV�RQ�RXU�FRPPRQ�VKDUHV�DQG�KLVWRULFDO�YRODWLOLW\�RYHU�D�
SHULRG�RI�WLPH�FRPPHQVXUDWH�ZLWK�WKH�FRQWUDFWXDO�WHUP�RI�WKH�RSWLRQ�
JUDQW��XS�WR�WHQ�\HDUV���



1RWHV�WR�)LQDQFLDO�6WDWHPHQWV

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

7KH� IROORZLQJ� WDEOH� SURYLGHV� WKH� UDQJH� RI� DVVXPSWLRQV� XVHG� WR�
HVWLPDWH�WKH�IDLU�YDOXH�RI�VWRFN�RSWLRQV�

���� ���� ����
5LVN�IUHH�LQWHUHVW�UDWH ���� � ���� ���� � ���� ���� � ����
([SHFWHG�YRODWLOLW\ ��� ��� ���
'LYLGHQG�\LHOG ���� � ���� ���� � ���� ���� � ����
([SHFWHG�OLIH�LQ�\HDUV � � �
5HVWULFWHG�6KDUH�8QLWV
5HVWULFWHG�VKDUH�XQLWV�JUDQWHG�XQGHU�WKH�3ODQV�JHQHUDOO\�YHVW�LQ�HTXDO�
DQQXDO�LQVWDOOPHQWV�RYHU�WKUHH�\HDUV��5HVWULFWHG�VKDUH�XQLWV�DFFUXH�
FDVK� GLYLGHQG� HTXLYDOHQWV� WKDW� DUH� SD\DEOH� XSRQ� YHVWLQJ� RI� WKH�
DZDUGV�
7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�DOO�WUDQVDFWLRQV�UHODWHG�WR�UHVWULFWHG�
VKDUH�XQLWV�XQGHU�WKH�3ODQV�

�LQ�PLOOLRQV��H[FHSW�SHU�VKDUH�DPRXQWV� 5HVWULFWHG6KDUH�8QLWV
:HLJKWHG�$YHUDJH*UDQW�'DWH�)DLU9DOXH�SHU�6KDUH

1RQYHVWHG�DW�-XQH��������� � � �����
*UDQWHG � �����
9HVWHG ��� �����
&DQFHOHG�DQG�IRUIHLWHG ² ²
1RQYHVWHG�DW�-XQH��������� � �����
*UDQWHG � �����
9HVWHG ��� �����
&DQFHOHG�DQG�IRUIHLWHG ² ²
1RQYHVWHG�DW�-XQH��������� � � �����
7KH�IROORZLQJ�WDEOH�SURYLGHV�DGGLWLRQDO�GDWD�UHODWHG�WR�UHVWULFWHG�VKDUH�
XQLW�DFWLYLW\�
�LQ�PLOOLRQV� ���� ���� ����
7RWDO� FRPSHQVDWLRQ� FRVW�� QHW� RI� HVWLPDWHG�IRUIHLWXUHV�� UHODWHG� WR� QRQYHVWHG� UHVWULFWHG�VKDUH� DQG� VKDUH� XQLW� DZDUGV� QRW� \HW�UHFRJQL]HG��SUH�WD[ � �� � �� � ��
:HLJKWHG�DYHUDJH�SHULRG�LQ�\HDUV�RYHU�ZKLFK�UHVWULFWHG� VKDUH� DQG� VKDUH� XQLW� FRVW� LV�H[SHFWHG�WR�EH�UHFRJQL]HG��LQ�\HDUV� � � �
7RWDO�IDLU�YDOXH�RI�VKDUHV�YHVWHG�GXULQJ�WKH�\HDU � �� � �� � ��

3HUIRUPDQFH�6KDUH�8QLWV
3HUIRUPDQFH�VKDUH�XQLWV�YHVW�RYHU�D�WKUHH�\HDU�SHUIRUPDQFH�SHULRG�
EDVHG�RQ�DFKLHYHPHQW�RI�VSHFLILF�SHUIRUPDQFH�JRDOV��%DVHG�RQ�WKH�
H[WHQW�WR�ZKLFK�WKH�WDUJHWV�DUH�DFKLHYHG��YHVWHG�VKDUHV�PD\�UDQJH�
IURP�]HUR WR�����SHUFHQW RI�WKH�WDUJHW�DZDUG�DPRXQW��3HUIRUPDQFH�
VKDUH�XQLWV�DFFUXH�FDVK�GLYLGHQG�HTXLYDOHQWV�WKDW�DUH�SD\DEOH�XSRQ�
YHVWLQJ�RI�WKH�DZDUGV�

7KH� IROORZLQJ� WDEOH� VXPPDUL]HV� DOO� WUDQVDFWLRQV� UHODWHG� WR�
SHUIRUPDQFH�VKDUH�XQLWV�XQGHU� WKH�3ODQV� �EDVHG�RQ� WDUJHW�DZDUG�
DPRXQWV��

�LQ�PLOOLRQV��H[FHSW�SHU�VKDUH�DPRXQWV� 3HUIRUPDQFH6KDUH�8QLWV
:HLJKWHG�$YHUDJH*UDQW�'DWH�)DLU9DOXH�SHU�6KDUH

1RQYHVWHG�DW�-XQH��������� ��� � �����
*UDQWHG ��� �����
9HVWHG���� ����� �����
&DQFHOHG�DQG�IRUIHLWHG ² ²
1RQYHVWHG�DW�-XQH��������� ��� � �����
*UDQWHG ��� �����
9HVWHG���� ����� �����
&DQFHOHG�DQG�IRUIHLWHG ² ²
1RQYHVWHG�DW�-XQH��������� ��� � �����
���� ���9HVWHG�EDVHG�RQ�DFKLHYHPHQW�RI�����SHUFHQW�RI�WKH�WDUJHW�SHUIRUPDQFH�JRDO�
���� 9HVWHG�EDVHG�RQ�DFKLHYHPHQW�RI�����SHUFHQW RI�WKH�WDUJHW�SHUIRUPDQFH�JRDO�

7KH�IROORZLQJ�WDEOH�SURYLGHV�DGGLWLRQDO�GDWD�UHODWHG�WR�SHUIRUPDQFH�
VKDUH�XQLW�DFWLYLW\�
�LQ�PLOOLRQV� ���� ���� ����
7RWDO� FRPSHQVDWLRQ� FRVW�� QHW� RI� HVWLPDWHG�IRUIHLWXUHV�� UHODWHG� WR� QRQYHVWHG� SHUIRUPDQFH�VKDUH�XQLWV�QRW�\HW�UHFRJQL]HG��SUH�WD[ � �� � �� � ��
:HLJKWHG�DYHUDJH� SHULRG� RYHU� ZKLFK�SHUIRUPDQFH�VKDUH�XQLW� FRVW� LV� H[SHFWHG� WR�EH�UHFRJQL]HG��LQ�\HDUV� � � �
7RWDO�IDLU�YDOXH�RI�VKDUHV�YHVWHG�GXULQJ�WKH�\HDU � �� � � � �
(PSOR\HH�5HWLUHPHQW�6DYLQJV�3ODQV
6XEVWDQWLDOO\�DOO�RI�RXU�GRPHVWLF�QRQ�XQLRQ�HPSOR\HHV�DUH�HOLJLEOH�WR�
EH� HQUROOHG� LQ� RXU� FRPSDQ\�VSRQVRUHG� FRQWULEXWRU\� UHWLUHPHQW�
VDYLQJV�SODQV��ZKLFK�LQFOXGH�IHDWXUHV�XQGHU�6HFWLRQ�����N��RI�WKH�
,QWHUQDO�5HYHQXH�&RGH�RI�������DQG�SURYLGH�IRU�PDWFKLQJ�DQG�SURILW�
VKDULQJ� FRQWULEXWLRQV� E\� XV�� 2XU� FRQWULEXWLRQV� WR� WKH� SODQV� DUH�
GHWHUPLQHG�E\� WKH�%RDUG�RI�'LUHFWRUV�VXEMHFW� WR�FHUWDLQ�PLQLPXP�
UHTXLUHPHQWV�DV�VSHFLILHG� LQ� WKH�SODQV��7KH� WRWDO�H[SHQVH� IRU�RXU�
HPSOR\HH�UHWLUHPHQW�VDYLQJV�SODQV�ZDV�����PLOOLRQ������PLOOLRQ DQG�
����PLOOLRQ IRU�ILVFDO����������� DQG�������UHVSHFWLYHO\�



1RWHV�WR�)LQDQFLDO�6WDWHPHQWV

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

����6HOHFWHG�4XDUWHUO\�)LQDQFLDO�'DWD��8QDXGLWHG�
7KH�IROORZLQJ�LV�VHOHFWHG�TXDUWHUO\�ILQDQFLDO�GDWD�IRU�ILVFDO����� DQG�
������7KH�VXP�RI�WKH�TXDUWHUV�PD\�QRW�HTXDO�\HDU�WR�GDWH�GXH�WR�
URXQGLQJ�
�LQ�PLOOLRQV��H[FHSW�SHU�FRPPRQ�VKDUH�DPRXQWV� )LUVW4XDUWHU 6HFRQG4XDUWHU 7KLUG4XDUWHU )RXUWK4XDUWHU
)LVFDO�����
5HYHQXH � ������ � ������ � ������ � ������
*URVV�PDUJLQ���� ����� ����� ����� �����
'LVWULEXWLRQ��VHOOLQJ��JHQHUDODQG�DGPLQLVWUDWLYH�H[SHQVHV ��� ��� ��� ���
(DUQLQJV�IURP�FRQWLQXLQJRSHUDWLRQV ��� ��� ��� ���
(DUQLQJV�IURP�GLVFRQWLQXHGRSHUDWLRQV��QHW�RI�WD[ ² ² ² Ȅ
1HW�HDUQLQJV ��� ��� ��� ���
/HVV��1HW�HDUQLQJV�DWWULEXWDEOHWR�QRQFRQWUROOLQJ�LQWHUHVWV ��� ² ² ���
1HW�HDUQLQJV�DWWULEXWDEOH�WR&DUGLQDO�+HDOWK��,QF� ��� ��� ��� ���
1HW�HDUQLQJV�IURP�FRQWLQXLQJRSHUDWLRQV�DWWULEXWDEOH�WR&DUGLQDO�+HDOWK��,QF��SHUFRPPRQ�VKDUH�
%DVLF � ���� � ���� � ���� � ����
'LOXWHG ���� ���� ���� ����
���� *URVV�PDUJLQ�LV�LPSDFWHG�E\�/,)2�EHQHILW��FKDUJHV��RI�������PLOOLRQ��������PLOOLRQ

DQG�����PLOOLRQ LQ�WKH�VHFRQG��WKLUG�DQG�IRXUWK�TXDUWHU��UHVSHFWLYHO\�
�LQ�PLOOLRQV��H[FHSW�SHU�FRPPRQ�VKDUH�DPRXQWV� )LUVW4XDUWHU 6HFRQG4XDUWHU 7KLUG4XDUWHU )RXUWK4XDUWHU
)LVFDO�����
5HYHQXH ������� ������� ������� � ������
*URVV�PDUJLQ ����� ����� ����� �����
'LVWULEXWLRQ��VHOOLQJ��JHQHUDO�DQGDGPLQLVWUDWLYH�H[SHQVHV ��� ��� ��� ���
(DUQLQJV�IURP�FRQWLQXLQJRSHUDWLRQV ��� ��� ��� ���
(DUQLQJV�IURP�GLVFRQWLQXHGRSHUDWLRQV��QHW�RI�WD[ ² ² ² �
1HW�HDUQLQJV ��� ��� ��� ���
/HVV��1HW�HDUQLQJV�DWWULEXWDEOHWR�QRQFRQWUROOLQJ�LQWHUHVWV ² ² ² ²
1HW�HDUQLQJV�DWWULEXWDEOH�WR&DUGLQDO�+HDOWK��,QF� ��� ��� ��� ���
1HW�HDUQLQJV�IURP�FRQWLQXLQJ�RSHUDWLRQV�DWWULEXWDEOH�WR�&DUGLQDO�+HDOWK��,QF��SHU�FRPPRQ�VKDUH�
%DVLF � ���� � ���� � ���� � ����
'LOXWHG ���� ���� ���� ����

����6XEVHTXHQW�(YHQWV
:H�UHSXUFKDVHG���PLOOLRQ FRPPRQ�VKDUHV�KDYLQJ�DQ�DJJUHJDWH�FRVW�
RI� ����� PLOOLRQ IURP� -XO\���� ���� WKURXJK�$XJXVW� ��� ������ 7KH�
DYHUDJH�SULFH�SDLG�SHU�FRPPRQ�VKDUH�ZDV���������:H�IXQGHG�WKH�
UHSXUFKDVHV�ZLWK�DYDLODEOH�FDVK�



6FKHGXOH�,, 9DOXDWLRQ�DQG�4XDOLI\LQJ�$FFRXQWV

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

&DUGLQDO�+HDOWK��,QF��DQG�6XEVLGLDULHV
6FKHGXOH�,,���9DOXDWLRQ�DQG�4XDOLI\LQJ�$FFRXQWV����

�LQ�PLOOLRQV� %DODQFH�DW%HJLQQLQJ�RI�3HULRG &KDUJHG�WR�&RVWVDQG�([SHQVHV���� &KDUJHG�WR2WKHU�$FFRXQWV���� 'HGXFWLRQV���� %DODQFH�DW(QG�RI�3HULRG
)LVFDO�����
$FFRXQWV�UHFHLYDEOH � ��� � �� � � � ���� � ���
)LQDQFH�QRWHV�UHFHLYDEOH �� � Ȅ ��� ��
6DOHV�UHWXUQV�DQG�DOORZDQFHV ��� ����� Ȅ ������� ���
2WKHU � Ȅ Ȅ Ȅ �

� ��� � ����� � � � ������� � ���

)LVFDO�����
$FFRXQWV�UHFHLYDEOH � ��� � �� � � � ���� � ���
)LQDQFH�QRWHV�UHFHLYDEOH �� ² ² ��� ��
6DOHV�UHWXUQV�DQG�DOORZDQFHV ��� ����� ² ������� ���
2WKHU � ² ² ² �

� ��� � ����� � � � ������� � ���

)LVFDO�����
$FFRXQWV�UHFHLYDEOH � ��� � �� � � � ���� � ���
)LQDQFH�QRWHV�UHFHLYDEOH �� ² � ��� ��
6DOHV�UHWXUQV�DQG�DOORZDQFHV ��� ����� ² ������� ���
2WKHU � ² ² ² �

� ��� � ����� � � � ������� � ���
���� $PRXQWV�LQFOXGHG�KHUHLQ�SHUWDLQ�WR�WKH�FRQWLQXLQJ�RSHUDWLRQV�RI�WKH�&RPSDQ\�
���� )LVFDO������������DQG������LQFOXGH����PLOOLRQ�����PLOOLRQ DQG����PLOOLRQ��UHVSHFWLYHO\��IRU�UHVHUYHV�UHODWHG�WR�FXVWRPHU�SULFLQJ�GLVSXWHV��H[FOXGHG�IURP�SURYLVLRQ�IRU�EDG�

GHEWV�RQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�FDVK�IORZV�DQG�FODVVLILHG�DV�D�UHGXFWLRQ�LQ�UHYHQXH�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�HDUQLQJV�
���� 5HFRYHULHV�RI�DPRXQWV�SURYLGHG�IRU�RU�ZULWWHQ�RII�LQ�SULRU�\HDUV�ZHUH����PLOOLRQ�����PLOOLRQ DQG����PLOOLRQ IRU�ILVFDO������������DQG�������UHVSHFWLYHO\�
���� :ULWH�RII�RI�XQFROOHFWLEOH�DFFRXQWV�RU�DFWXDO�VDOHV�UHWXUQV�



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

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

'LUHFWRUV��([HFXWLYH�2IILFHUV�DQG�&RUSRUDWH�*RYHUQDQFH
7KH�IROORZLQJ�LV�D�OLVW�RI�RXU�H[HFXWLYH�RIILFHUV�
1DPH $JH 3RVLWLRQ
*HRUJH�6��%DUUHWW �� &KDLUPDQ�DQG�&KLHI�([HFXWLYH�2IILFHU
0LFKDHO�&��.DXIPDQQ �� &KLHI�)LQDQFLDO�2IILFHU
'RQDOG�0��&DVH\��-U� �� &KLHI�([HFXWLYH�2IILFHU��0HGLFDO�VHJPHQW
-RQ�/��*LDFRPLQ �� &KLHI�([HFXWLYH�2IILFHU��3KDUPDFHXWLFDO�VHJPHQW
3DPHOD�2��.LPPHW �� &KLHI�+XPDQ�5HVRXUFHV�2IILFHU
&UDLJ�6��0RUIRUG �� &KLHI�/HJDO�DQG�&RPSOLDQFH�2IILFHU
3DWULFLD�%��0RUULVRQ �� ([HFXWLYH�9LFH�3UHVLGHQW��&XVWRPHU�6XSSRUW�6HUYLFHV�DQG�&KLHI�,QIRUPDWLRQ�2IILFHU
7KH�EXVLQHVV�H[SHULHQFH�VXPPDULHV�SURYLGHG�EHORZ� IRU�RXU�H[HFXWLYH�RIILFHUV�GHVFULEH�SRVLWLRQV�KHOG�GXULQJ� WKH� ODVW� ILYH�\HDUV� �XQOHVV�
RWKHUZLVH�LQGLFDWHG��
0U��%DUUHWW�KDV�VHUYHG�DV�&KDLUPDQ�DQG�&KLHI�([HFXWLYH�2IILFHU�VLQFH�$XJXVW������
0U��.DXIPDQQ�KDV�VHUYHG�DV�&KLHI�)LQDQFLDO�2IILFHU�VLQFH�1RYHPEHU������� )URP�$XJXVW������XQWLO�1RYHPEHU�������KH�VHUYHG�DV�&KLHI�
([HFXWLYH�2IILFHU��3KDUPDFHXWLFDO�VHJPHQW�
0U��&DVH\�KDV�VHUYHG�DV�&KLHI�([HFXWLYH�2IILFHU��0HGLFDO�VHJPHQW��VLQFH�$SULO�������%HIRUH�MRLQLQJ�XV��KH�VHUYHG�DV�&KLHI�([HFXWLYH�2IILFHU�
RI�WKH�*DU\�DQG�0DU\�:HVW�:LUHOHVV�+HDOWK�,QVWLWXWH��D�QRQ�SURILW�UHVHDUFK�RUJDQL]DWLRQ�IRFXVHG�RQ�ORZHULQJ�WKH�FRVW�RI�KHDOWKFDUH�WKURXJK�
QRYHO�WHFKQRORJ\�VROXWLRQV��IURP�0DUFK������WR�0DUFK������
0U��*LDFRPLQ�KDV�VHUYHG�DV�&KLHI�([HFXWLYH�2IILFHU��3KDUPDFHXWLFDO�VHJPHQW�VLQFH�1RYHPEHU�������)URP�-DQXDU\������XQWLO�1RYHPEHU�
������KH�VHUYHG�DV�3UHVLGHQW��8�6��3KDUPDFHXWLFDO�'LVWULEXWLRQ��
0V��.LPPHW�KDV�VHUYHG�DV�&KLHI�+XPDQ�5HVRXUFHV�2IILFHU�VLQFH�-XQH�������3ULRU�WR�MRLQLQJ�XV��0V��.LPPHW�VHUYHG�DV�6HQLRU�9LFH�3UHVLGHQW��
+XPDQ�5HVRXUFHV�DW�&RFD�&ROD�(QWHUSULVHV��,QF��IURP�2FWREHU������WR�-XQH������
0U��0RUIRUG�KDV�VHUYHG�DV�&KLHI�/HJDO�DQG�&RPSOLDQFH�2IILFHU�VLQFH�0D\������
0V��0RUULVRQ�KDV�VHUYHG�DV�([HFXWLYH�9LFH�3UHVLGHQW��&XVWRPHU�6XSSRUW�6HUYLFHV�DQG�&KLHI�,QIRUPDWLRQ�2IILFHU�VLQFH�-XQH�������DQG�SULRU�
WR�WKDW�ZDV�([HFXWLYH�9LFH�3UHVLGHQW�DQG�&KLHI�,QIRUPDWLRQ�2IILFHU�IURP�$XJXVW������XQWLO�-XQH������
:H�KDYH�DGRSWHG�6WDQGDUGV�RI�%XVLQHVV�&RQGXFW WKDW�DSSO\�WR�DOO�RI�RXU�GLUHFWRUV��RIILFHUV�DQG�HPSOR\HHV��7KH�6WDQGDUGV�RI�%XVLQHVV�&RQGXFW
RXWOLQH�RXU�FRUSRUDWH�YDOXHV�DQG�VWDQGDUGV�RI�LQWHJULW\�DQG�EHKDYLRU�DQG�DUH�GHVLJQHG�WR�SURWHFW�DQG�SURPRWH�RXU�UHSXWDWLRQ��7KH�IXOO�WH[W�RI�
WKH�6WDQGDUGV�RI�%XVLQHVV�&RQGXFW LV�SRVWHG�RQ�RXU�ZHEVLWH�DW�ZZZ�FDUGLQDOKHDOWK�FRP�XQGHU�³$ERXW�8V�²�&RUSRUDWH�&LWL]HQVKLS�²�(WKLFV�
DQG�*RYHUQDQFH�²�(WKLFV�DQG�&RPSOLDQFH�´�
$Q\�ZDLYHU�RI�WKH�6WDQGDUGV�RI�%XVLQHVV�&RQGXFW IRU�GLUHFWRUV�RU�H[HFXWLYH�RIILFHUV�PXVW�EH�DSSURYHG�E\�WKH�$XGLW�&RPPLWWHH��$V�UHTXLUHG�
XQGHU�6(&�DQG�1HZ�<RUN�6WRFN�([FKDQJH�UXOHV��ZH�ZLOO�GLVFORVH�IXWXUH�DPHQGPHQWV�WR�RXU�6WDQGDUGV�RI�%XVLQHVV�&RQGXFW DQG�ZDLYHUV�IURP�
WKH�6WDQGDUGV�RI�%XVLQHVV�&RQGXFW IRU�RXU�SULQFLSDO�H[HFXWLYH�RIILFHU��SULQFLSDO�ILQDQFLDO�RIILFHU��DQG�SULQFLSDO�DFFRXQWLQJ�RIILFHU��RU�SHUVRQV�
SHUIRUPLQJ�VLPLODU�IXQFWLRQV��DQG�RXU�RWKHU�H[HFXWLYH�RIILFHUV�DQG�GLUHFWRUV�RQ�RXU�ZHEVLWH�ZLWKLQ�IRXU�EXVLQHVV�GD\V�IROORZLQJ�WKH�GDWH�RI�WKH�
DPHQGPHQW�RU�ZDLYHU�
7KH�RWKHU�LQIRUPDWLRQ�FDOOHG�IRU�E\�,WHP����RI�)RUP����.�LV�LQFRUSRUDWHG�E\�UHIHUHQFH�WR�RXU�'HILQLWLYH�3UR[\�6WDWHPHQW��ZKLFK�ZLOO�EH�ILOHG�
ZLWK�WKH�6(&�SXUVXDQW�WR�5HJXODWLRQ���$ XQGHU�WKH�([FKDQJH�$FW��UHODWLQJ�WR�RXU������$QQXDO�0HHWLQJ�RI�6KDUHKROGHUV��RXU�³�����3UR[\�
6WDWHPHQW´��XQGHU�WKH�FDSWLRQV�³3URSRVDO��²(OHFWLRQ�RI�'LUHFWRUV�´�³6HFWLRQ����D��%HQHILFLDO�2ZQHUVKLS�5HSRUWLQJ�&RPSOLDQFH´�DQG�³&RUSRUDWH�
*RYHUQDQFH�´�



([KLELWV

�� &DUGLQDO�+HDOWK�_�)LVFDO������)RUP����.

([KLELWV��)LQDQFLDO�6WDWHPHQW�6FKHGXOHV
�D�����7KH�IROORZLQJ�ILQDQFLDO�VWDWHPHQWV�DUH�LQFOXGHG�LQ�WKH��)LQDQFLDO�6WDWHPHQWV��VHFWLRQ�RI�WKLV�UHSRUW�

3DJH

&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�DQG�6FKHGXOH�
&RQVROLGDWHG�6WDWHPHQWV�RI�(DUQLQJV�IRU�WKH�)LVFDO�<HDUV�(QGHG�-XQH����������������DQG�����
&RQVROLGDWHG�6WDWHPHQWV�RI�&RPSUHKHQVLYH�,QFRPH�IRU�WKH�)LVFDO�<HDUV�(QGHG�-XQH����������������DQG�����
&RQVROLGDWHG�%DODQFH�6KHHWV�DW�-XQH����������DQG�����
&RQVROLGDWHG�6WDWHPHQWV�RI�6KDUHKROGHUV¶�(TXLW\�IRU�WKH�)LVFDO�<HDUV�(QGHG�-XQH�����������������DQG�����
&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�)ORZV�IRU�WKH�)LVFDO�<HDUV�(QGHG�-XQH����������������DQG�����
1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV

�D�����7KH�IROORZLQJ�6XSSOHPHQWDO�6FKHGXOH�LV�LQFOXGHG�LQ�WKLV�UHSRUW�
3DJH

6FKHGXOH�,,���9DOXDWLRQ�DQG�4XDOLI\LQJ�$FFRXQWV
$OO�RWKHU�VFKHGXOHV�QRW�OLVWHG�DERYH�KDYH�EHHQ�RPLWWHG�DV�QRW�DSSOLFDEOH�RU�EHFDXVH�WKH�UHTXLUHG�LQIRUPDWLRQ�LV�LQFOXGHG�LQ�WKH�&RQVROLGDWHG�
)LQDQFLDO�6WDWHPHQWV�RU�LQ�WKH�1RWHV�WKHUHWR�
([KLELW1XPEHU ([KLELW�'HVFULSWLRQ
��� )LQDO�%LQGLQJ�2IIHU�GDWHG�0DUFK���������E\�DQG�EHWZHHQ�&DUGLQDO�+HDOWK��,QF��DQG�(WKLFRQ��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������WR�&DUGLQDO�+HDOWK
V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�0DUFK����������)LOH�1R����������
��� 6WRFN�DQG�$VVHW�3XUFKDVH�$JUHHPHQW��GDWHG�0DUFK���������EHWZHHQ�(WKLFRQ��,QF��DQG�&DUGLQDO�+HDOWK��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�0D\�����������)LOH�1R����������
��� $PHQGPHQW�1R�����GDWHG�DV�RI�2FWREHU����������WR�WKH�6WRFN�DQG�$VVHW�3XUFKDVH�$JUHHPHQW��GDWHG�DV�RI�0DUFK����������E\�DQG�EHWZHHQ�(WKLFRQ��,QF��DQG�&DUGLQDO�+HDOWK��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK
V�4XDUWHUO\�5HSRUW�RQ�)RUP����4�IRU�WKH�TXDUWHU�HQGHG�6HSWHPEHU�����������)LOH�1R����������
��� /HWWHU�$JUHHPHQW�EHWZHHQ�(WKLFRQ��,QF��DQG�&DUGLQDO�+HDOWK��,QF���GDWHG�0D\����������UHODWLQJ�WR�PHFKDQLFV�RI�DJUHHLQJ�WR�SXUFKDVH�SULFH�DOORFDWLRQ� �LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������)LOH�1R����������
��� $PHQGHG�DQG�5HVWDWHG�$UWLFOHV�RI�,QFRUSRUDWLRQ�RI�&DUGLQDO�+HDOWK��,QF���DV�DPHQGHG��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�4XDUWHUO\�5HSRUW�RQ�)RUP����4�IRU�WKH�TXDUWHU�HQGHG�6HSWHPEHU�����������)LOH�1R����������
��� &DUGLQDO�+HDOWK��,QF��5HVWDWHG�&RGH�RI�5HJXODWLRQV��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�-XQH�����������)LOH�1R����������
��� 6SHFLPHQ�&HUWLILFDWH�IRU�&RPPRQ�6KDUHV�RI�&DUGLQDO�+HDOWK��,QF���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������WR�&DUGLQDO�+HDOWK¶V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������)LOH�1R����������
����� ,QGHQWXUH��GDWHG�DV�RI�$SULO�����������EHWZHHQ�&DUGLQDO�+HDOWK��,QF��DQG�%DQN�2QH��&ROXPEXV��1$��7UXVWHH��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW���WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�$SULO�����������)LOH�1R����������
����� 6XSSOHPHQWDO�,QGHQWXUH��GDWHG�2FWREHU����������EHWZHHQ�&DUGLQDO�+HDOWK��,QF��DQG�7KH�%DQN�RI�1HZ�<RUN�7UXVW�&RPSDQ\��1�$���DV�WUXVWHH��VXFFHVVRU�WR�-�3��0RUJDQ�7UXVW�&RPSDQ\��1DWLRQDO�$VVRFLDWLRQ��VXFFHVVRU�WR�%DQN�2QH��1�$���IRUPHUO\�NQRZQ�DV�%DQN�2QH��&ROXPEXV��1�$����LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�2FWREHU����������)LOH�1R����������
����� 6HFRQG�6XSSOHPHQWDO�,QGHQWXUH��GDWHG�-XQH����������EHWZHHQ�&DUGLQDO�+HDOWK��,QF��DQG�7KH�%DQN�RI�1HZ�<RUN�7UXVW�&RPSDQ\��1�$����VXFFHVVRU�WR�-�3��0RUJDQ�7UXVW�&RPSDQ\��1DWLRQDO�$VVRFLDWLRQ��VXFFHVVRU�WR�%DQN�2QH��1�$���IRUPHUO\�NQRZQ�DV�%DQN�2QH��&ROXPEXV��1�$����DV�WUXVWHH��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�-XQH����������)LOH�1R����������
����� ,QGHQWXUH��GDWHG�DV�RI�-XQH����������EHWZHHQ�&DUGLQDO�+HDOWK��,QF��DQG�7KH�%DQN�RI�1HZ�<RUN�7UXVW�&RPSDQ\��1�$���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�-XQH����������)LOH�1R����������
����� �������1RWHV�GXH�������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�'HFHPEHU�����������)LOH�1R����������
����� �������1RWHV�GXH�������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK
V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�0D\�����������)LOH�1R����������
����� �������1RWHV�GXH�������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK
V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�0D\�����������)LOH�1R����������
����� �������1RWHV�GXH�������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK
V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�)HEUXDU\�����������)LOH�1R����������
����� �������1RWHV�GXH�������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK
V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�)HEUXDU\�����������)LOH�1R����������
����� �������1RWHV�GXH�������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK
V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�)HEUXDU\�����������)LOH�1R����������
����� �������1RWHV�GXH�������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�1RYHPEHU�����������)LOH�1R����������
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([KLELWV

&DUGLQDO�+HDOWK�_�)LVFDO������)RUP����. ��

����� �������1RWHV�GXH�������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�1RYHPEHU�����������)LOH�1R���������
������ �������1RWHV�GXH�������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�1RYHPEHU�����������)LOH�1R���������
������ �������1RWHV�GXH�������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�-XQH�����������)LOH�1R����������
������ �������1RWHV�GXH�������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�-XQH�����������)LOH�1R����������
������ �������1RWHV�GXH�������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW�����WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�RQ�-XQH�����������)LOH�1R����������
��� $JUHHPHQW�WR�IXUQLVK�WR�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�XSRQ�UHTXHVW�D�FRS\�RI�LQVWUXPHQWV�GHILQLQJ�WKH�ULJKWV�RI�KROGHUV�RI�FHUWDLQ�ORQJ�WHUP�GHEW�RI�&DUGLQDO�+HDOWK��,QF��DQG�FRQVROLGDWHG�VXEVLGLDULHV��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������WR�&DUGLQDO�+HDOWK¶V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������)LOH�1R����������
������ &DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�$ ILOHG�RQ�1RYHPEHU����������)LOH�1R����������

������ )LUVW�$PHQGPHQW�WR�&DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW��������WR�&DUGLQDO�+HDOWK
V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH����������

������ )RUP�RI�1RQTXDOLILHG�6WRFN�2SWLRQ�$JUHHPHQW�XQGHU� WKH�&DUGLQDO�+HDOWK�� ,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��JUDQW�PDGH�WR�H[HFXWLYH�RIILFHU� LQ�$SULO��������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������WR�&DUGLQDO�+HDOWK¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�$ ILOHG�RQ�1RYHPEHU����������)LOH�1R����������

������ )RUP�RI�1RQTXDOLILHG�6WRFN�2SWLRQ�$JUHHPHQW�XQGHU�WKH�&DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��JUDQWV�PDGH�WR�H[HFXWLYH�RIILFHUV�LQ�$XJXVW��������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW��������WR�&DUGLQDO�+HDOWK¶V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������)LOH�1R����������

������ )RUP�RI�1RQTXDOLILHG�6WRFN�2SWLRQ�$JUHHPHQW�XQGHU�WKH�&DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��JUDQWV�PDGH�WR�H[HFXWLYH�RIILFHUV�LQ�$XJXVW������DQG�WKHUHDIWHU���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW��������WR�&DUGLQDO�+HDOWK¶V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������)LOH�1R����������

������ )RUP�RI�5HVWULFWHG�6KDUH�8QLWV�$JUHHPHQW�XQGHU�WKH�&DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��JUDQWV�PDGH�WR�H[HFXWLYH�RIILFHUV�LQ�$XJXVW��������LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW��������WR�&DUGLQDO�+HDOWK
V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������)LOH�1R����������

������ )RUP�RI�5HVWULFWHG�6KDUH�8QLWV�$JUHHPHQW�XQGHU�WKH�&DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��JUDQWV�PDGH�WR�H[HFXWLYH�RIILFHUV�LQ�$XJXVW������DQG�WKHUHDIWHU���LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW��������WR�&DUGLQDO�+HDOWK
V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH����������

������ )RUP�RI�3HUIRUPDQFH�6KDUH�8QLWV�$JUHHPHQW�XQGHU�WKH�&DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������WR�&DUGLQDO�+HDOWK
V�&XUUHQW�5HSRUW�RQ�)RUP���.�$ ILOHG�RQ�1RYHPEHU����������)LOH�1R����������

������ )RUP�RI�$PHQGPHQW�WR�6WRFN�2SWLRQ�DQG�5HVWULFWHG�6KDUH�8QLWV�$JUHHPHQWV�XQGHU�WKH�&DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��WKH�&DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��WKH�&DUGLQDO�+HDOWK��,QF�������1RQHPSOR\HH�'LUHFWRUV�(TXLW\�,QFHQWLYH�3ODQ�DQG�WKH�&DUGLQDO�+HDOWK��,QF��$PHQGHG�DQG�5HVWDWHG�2XWVLGH�'LUHFWRUV�(TXLW\�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW��������WR�&DUGLQDO�+HDOWK
V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������)LOH�1R����������

������ &DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������WR�&DUGLQDO�+HDOWK¶V�4XDUWHUO\�5HSRUW�RQ�)RUP����4�IRU�WKH�TXDUWHU�HQGHG�6HSWHPEHU�����������)LOH�1R����������

������ )LUVW�$PHQGPHQW�WR�&DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW��������WR�&DUGLQDO�+HDOWK¶V�4XDUWHUO\�5HSRUW�RQ�)RUP����4�IRU�WKH�TXDUWHU�HQGHG�6HSWHPEHU�����������)LOH�1R����������

������ 6HFRQG�$PHQGPHQW�WR�&DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW��������WR�&DUGLQDO�+HDOWK¶V�4XDUWHUO\�5HSRUW�RQ�)RUP����4�IRU�WKH�TXDUWHU�HQGHG�6HSWHPEHU�����������)LOH�1R����������

������ 7KLUG�$PHQGPHQW�WR�&DUGLQDO�+HDOWK��,QF�������/RQJ�7HUP�,QFHQWLYH�3ODQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW��������WR�&DUGLQDO�+HDOWK
V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH����������
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Additional Information

Corporate offices
Cardinal Health
7000 Cardinal Place
Dublin, Ohio 43017
614.757.5000
www.cardinalhealth.com
Twitter: @CardinalHealth

Common shares
Cardinal Health common shares are listed on the  
New York Stock Exchange under the ticker symbol “CAH”  
and are a component of the Standard & Poor’s 500 Index. 

Annual meeting
The 2016 Annual Meeting of Shareholders will be  
held at 8 a.m. local time on November 3, 2016,  
at Cardinal Health headquarters in Dublin, Ohio.  
Shareholders are cordially invited to attend.

Auditors
Ernst & Young LLP

Transfer agent and registrar
Shareholders with inquiries regarding address corrections, 
dividend payments, lost certificates or changes in  
registered ownership should contact the Cardinal Health  
stock transfer agent: 

Computershare Trust Company, N.A.
211 Quality Circle
Suite 210
College Station, TX 77845
877.498.8861 
www.computershare.com/investor

Financial information
Comprehensive financial and other information about  
Cardinal Health can be obtained by visiting the Investors  
page at ir.cardinalhealth.com.

Available information includes historical stock information, 
research analyst coverage, past and present financial statements, 
recent company presentations, SEC filings, corporate  
governance guidelines and board committee charters. This 
information — including the Cardinal Health Forms 10-K, 10-Q, 
8-K and other published corporate literature —  
is also available without charge upon written request  
to the Investor Relations department at the corporate office,  
or by calling Investor Relations at 614.757.4757.

Cardinal Health uses its website as a channel of distribution  
for material company information. Important information, 
including news releases, financial information, earnings and 
analyst presentations, and information about upcoming 
presentations and events is routinely posted and accessible 
on the Investors page at ir.cardinalhealth.com. In addition, the 
Cardinal Health website allows investors and other interested 
persons to sign up to automatically receive email alerts when 
the company posts news releases, SEC filings and certain other 
information on its website. 
 
For non-investor related inquiries, please call the company’s  
main telephone number at 614.757.5000.

Fiscal 2016 cash dividend declarations
Fiscal quarter Record date Payment date Per common share amount

1st October 1, 2015 October 15, 2015 $0.3870

2nd January 2, 2016 January 15, 2016 $0.3870

3rd April 1, 2016 April 15, 2016 $0.3870

4th July 1, 2016 July 15, 2016 $0.4489

Corporate and  
investor information
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